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Coring Performance for the Ages.
622 feet of perfect core in a single run.  
 The cost savings alone are monumental. 

Objective:  Unprecedented, ultra-long coring runs to recover the highest quality,  

best preserved cores at higher ROP without tripping; delivering  

significant time and cost savings.

Environment: Khuff gas formation, Qatar, 9,200 ft (2,804 m).

Technology: INTEQ HT Series™ ultra-long core barrels and QuickCore™ core bits.

Reliable aluminum inner barrels. Non-rotating inner tube stabilizers.

Answers:    Reduced full coring program of 1,500 ft (457 m) of Khuff formation from  

20 days to nine. World-record single core run of 622 ft (190 m) at an  

average ROP of 15 ft/hr (5 m/hr).

Get rock-solid coring answers all at once at www.bakerhughes.com/coring.
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Statistically 
  SUPERIOR

Energy Industry Information 
Products to Fit Your Needs
Energy Industry Surveys In Excel 

Detailed surveys for sectors of the energy industry from Oil & Gas 
Journal, Offshore, and other industry sources.  Presented in Excel format 
to aid industry analysis. The most effi cient tool for evaluating industry 
activity. Surveys cover the refi ning, exploration & production, process-
ing and transportation energy sectors. Both current and historical data 
available. Multi-user license available for company use.

Energy Industry Directories in Electronic Format 
Comprehensive directories for sectors of the energy industry world-
wide. Electronic directories -- updated frequently, along with key web 
site and e-mail links to company listings. An indispensable tool for lo-
cating current industry contacts. Most complete set of listings available 
in the energy industry.  

Energy Industry Statistics in Excel
Statistics for all segments of the energy industry from two sources. The 
massive “OGJ Energy Database-HaverData” comprehensive database 
of energy industry statistics and the OGJ Online Research Center set 
of key statistical tables measuring industry activity “Energy Industry 
Statistical Tables in Excel”. Easy to use menu systems for fi nding the 
relevant data.  All of the historical statistical data you will need for ana-
lyzing ongoing industry activity in convenient spreadsheet format. One 
time purchase or annual subscriptions available.

Energy Industry Research, Strategic and Executive Reports
In-depth reports covering a wide variety of energy industry topics.  
Reports from Oil & Gas Journal and recognized energy industry experts. 
Regional reports on key producing areas in the world. Topical infor-
mation on subjects such as: E&P Risk Evaluation, Natural Gas Futures 
Market, Unconventional Gas, Marginal Wells, guides to doing business 
internationally and much more.   

Detailed product descriptions, free samples and 
ordering information on the web site.

Web Site: www.ogjresearch.com

E-mail: orcinfo@pennwell.com

Tel for Information: (918) 831-9488

What is your energy information need?

OGJ Online Research Center has the product

For details and samples, go to:   

w w w . o g j r e s e a r c h . c o m
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Exploration and
Development Frontiers

International upstream: a 5-year roller coaster
Field cases illustrate MEOR effectiveness

Analysis foresees decline in US gasoline imports
Leak technology completes multifeature inspections
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The full text of Oil & Gas Journal is available through OGJ Online, Oil & Gas 
Journal’s internet-based energy information service, at http://www.ogjonline.com. 
For information, send an e-mail message to webmaster@ogjonline.com.
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C O V E R

Part of the Railbelt forest fi re, Alaska’s largest in 2009, dwarfs a 
Doyon Drilling Co. rig drilling the Nunivak exploration well for 
Rampart Energy Co., Denver, in the nonproducing Nenana basin 
north of Denali National Park & Preserve. OGJ’s Exploration & 
Development Frontiers report has an article about exploration in 
several of the world’s remote and underexplored basins, starting on 
p. 36. Photo by James Mery, Doyon Ltd.
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Remote, underexplored basins still objects of exploration 36
Alan Petzet
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APPLY ONLINE AT CHK.COMNYSE:CHK

NATURAL GAS

J O I N  A M E R I C A’ S  C H A M P I O N  O F

CHESAPEAKE IS ONE OF AMERICA’S LEADING PRODUCERS OF NATURAL GAS. We’re 

also proud to be listed among the FORTUNE 100 Best Companies To Work For® in 2009. 

Chesapeake off ers rewarding opportunities in many career areas:

Drilling Engineers � Reservoir Engineers � EH&S

Production Engineers � Facilities Engineers

Pipeline Specialists � Geologists � Petrophysicists

Chesapeake has gained national recognition as a top-paying company

with outstanding benefi ts and a generous stock-award plan.

Chesapeake is a dynamic, fast-growing organization of professionals who are committed 

to our company, our communities and our environment. Join us as we champion natural gas 

– the answer to America’s energy future.
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International news for oil and gas professionals

For up-to-the-minute news, visit www.ogjonline.com
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G e n e r a l  I n t e r e s t  —  Quick Takes

Venture dismisses Centrica’s fi nal offer deadline
Venture Production PLC again rejected the £1.3 billion cash 

takeover bid from Centrica Ltd., despite a deadline extension to 

Aug. 28 to buy shares in the company.

Venture said the offer undervalued the company and urged 

shareholders not to sign any documentation relating to Centrica’s 

deal. It called on Centrica to offer a “fair price” for its unique port-

folio in the UK North Sea.

Centrica received valid acceptances representing 40.8% of the 

issued share capital of Venture. It has shown an interest in the com-

pany for months and has obtained 29.9% of it.

A report compiled by Resource Investment Strategy Consultants 

pegged Venture’s worth at 1,066-1,385 pence/share, much more 

than the 845 pence/share submitted by Centrica.

But Centrica dismissed the report commissioned by Venture, 

arguing it was highly optimistic and lacked credibility. “The offer 

represents a compelling opportunity for Venture shareholders to 

realize the value of their shares in cash at a time of continued eco-

nomic uncertainty and market volatility,” it added.

Venture also insisted it has the “fi nancial strength” and technical 

expertise to implement its projects in the UK North Sea.

The European Commission is reviewing the merger process and 

is to be fi nished by Aug. 26. Centrica said it believes “no material 

antitrust issues are likely to arise in relation to the offer.”

Thailand’s PTTEP reduces 2009 budget
Thailand’s PTT Exploration & Production PLC (PTTEP) has cut 

its 2009 capital expenditures by 12%, or 16 billion baht ($470.58 

million), to 120 billion baht to cope with the economic slow-

down.

As a result, it reduced the number of wells to be drilled world-

wide this year to 35 from 44, according to PTTEP Chief Executive 

Anon Sirisaengtaksin.

However, the company aims to maintain its targeted 2009 pe-

troleum sales volume at 240,000 boe/d, and even in the “worst 

case” scenario does not expect the rate to miss the target by more 

than 3%, he said. PTTEP had sales of 232,957 boe/d in the second 

quarter.

The majority state-owned fi rm expects to boost its worldwide 

production by 25% over the next 4 years to 300,000 boe/d with 

incremental output coming from new fi elds, both domestic and 

international.

About 70-75% of the production would come from domestic 

fi elds and the rest from elsewhere.

PTTEP posted a second-quarter net profi t of 6.5 billion baht, or 

1.96 baht/share, down from 12.9 billion baht a year earlier, but up 

from 5.75 billion baht in the previous quarter.

Santos sells down Bonaparte gas fi elds
Santos has sold 60% of its interests in the Petrel, Tern, and Frig-

ate gas fi elds in the Bonaparte Gulf straddling the Western Austra-

lian and Northern Territory offshore border to GDF Suez for $200 

million.

Santos previously held 100% interest in the fi elds. GDF Suez will 

gain operatorship in 2011.

The two companies also have formed a joint venture called 

Bonaparte LNG to develop the fi elds via a fl oating LNG facility ca-

pable of producing 2 million tonnes/year of LNG as well as market 

the gas. GDF Suez will lift all the LNG production and ship it to the 

Asia-Pacifi c region.

GDF Suez will carry Santos’s share of pre-FEED and FEED costs 

and make an additional payment to Santos of $170 million once a 

fi nal investment decision is reached.

The deal is conditional on Australian Foreign Investment Review 

Board approval.

Contingent reserves in the fi elds total 220 million boe, although 

much of this is dry gas with estimated reserves of 1.5 tcf.

The fi elds were discovered by ARCO about 30-40 years ago—

Petrel with a spectacular blow-out and rig fi re in 1969, Tern in 

1971, and Frigate in 1978. Santos drilled Frigate Deep-1 to con-

fi rm that discovery in 2008.

They lie 250-300 km west of Darwin.

Numerous plans for their development over the years, usually 

via a pipeline to shore, have never eventuated partly because of 

the low liquids content and hence lack of an additional revenue 

stream.

This deal represents GDF Suez’s fi rst entry into Australia’s petro-

leum exploration and production business.

Delphi to buy Alberta properties, infrastructure
Delphi Energy Corp., Calgary, announced earlier this month it 

will buy some natural gas properties in the Gold Creek and Wapiti 

areas of northwest Alberta for $11.8 million (Can.). These proper-

ties are between Delphi’s Hythe and Bigstone properties.

Delphi also said it will dispose of 40% of the acquired work-

ing interest in the properties to an unnamed third party following 

close of the acquisition at the end of this month.

The purchase brings with it the following:

• Incremental production of 400 boe/d, consisting of 77% nat-

ural gas and 23% oil and NGLs, and proven-plus-probable reserves 

effective May 31 of more than 1.4 million boe.

• Ownership in three natural gas processing plants with com-

bined throughput capacity of 720 MMcfd, 10 compressor stations, 

and 393 km of gathering and transportation pipelines. The gas 
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NYMEX NATURAL GAS / SPOT GAS - HENRY HUB

IPE GAS OIL / NYMEX HEATING OIL
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NYMEX GASOLINE (RBOB)1 / NY SPOT GASOLINE2
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1Reformulated gasoline blendstock for oxygen blending. 
2Nonoxygenated regular unleaded.

US INDUSTRY SCOREBOARD — 8/24

Motor gasoline 9,144 9,147 0.0 8,969 9,056 –1.0
Distillate 3,336 3,682 –9.4 3,600 4,006 –10.1
Jet fuel 1,388 1,588 –12.6 1,382 1,586 –12.9
Residual 488 647 –24.6 598 648 –7.7
Other products 4,549 4,432 2.6 4,093 4,538 –9.8
TOTAL DEMAND 18,905 19,496 –3.0 18,642 19,834 –6.0

Supply, 1,000 b/d

Crude production 5,175 5,082 1.8 5,232 5,111 2.4
NGL production2 2,025 2,232 –9.3 1,940 2,145 –9.6
Crude imports 9,511 10,153 –6.3 9,314 9,859 –5.5
Product imports 2,470 2,949 –16.2 2,806 3,194 –12.1
Other supply3 1,827 1,523 20.0 1,715 1,547 10.9
TOTAL SUPPLY 21,008 21,939 –4.2 21,007 21,856 –3.9

Refining, 1,000 b/d

Crude runs to stills 14,451 15,303 –5.6 14,451 14,936 –3.2
Input to crude stills 14,813 15,564 –4.8 14,813 15,276 –3.0
% utilization 83.9 88.4 ––– 83.9 86.8 –––

4 wk. 4 wk. avg. Change, YTD YTD avg. Change,
Latest week 8/7 average year ago1 % average1 year ago1 %

Demand, 1,000 b/d

Latest Previous Same week Change,
Latest week 8/7  week week1 Change year ago1 Change %

Stocks, 1,000 bbl

Crude oil 352,029 349,510 2,519 296,547 55,482 18.7
Motor gasoline 211,931 212,858 –927 202,822 9,109 4.5
Distillate 162,267 161,481 786 131,587 30,680 23.3
Jet fuel–kerosine 46,443 46,613 –170 40,786 5,657 13.9
Residual 34,614 33,588 1,026 36,435 –1,821 –5.0

Stock cover (days)
4   Change, %   Change, %

Crude 24.2 23.7 2.1 19.7 22.8
Motor gasoline 23.2 23.1 0.4 21.5 7.9
Distillate 48.6 47.6 2.1 31.3 55.3
Propane 73.5 76.0 –3.3 48.4 51.9

Futures prices
5

8/14   Change Change   %

Light sweet crude ($/bbl) 69.65 71.57 –1.92 118.88 –49.23 –41.4
Natural gas, $/MMbtu 3.45 3.90 –0.45 8.61 –5.16 –60.0

1Based on revised figures. 2Includes adjustments for fuel ethanol and motor gasoline blending components. 3Includes other hydro-
carbons and alcohol, refinery processing gain, and unaccounted for crude oil. 4Stocks divided by average daily product supplied 
for the prior 4 weeks. 5Weekly average of daily closing futures prices. 
Sources: Energy Information Administration, Wall Street Journal
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rock sampling  rock climbing relaxing on the weekends

team building  carbon capturing  pushing the envelope 

groundbreaking  digital mapping  remote sensing 

mud logging  well logging  caring for our environment 

life balancing  parenting  softball playing  soccer playing 

initiative grabbing  challenging yourself 

Do more

Do more with your career. Do more with your life. Right here in Houston at one energy 
company that believes we should be able to play as hard as we work. DoMoreHere.com
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plants are the Devon Wapiti Deep Cut gas plant, Devon Wapiti Shal-

low Cut gas plant, and BP’s South Wapiti gas plant.

• Reserves and production-acquisition costs, excluding about 

$1 million allocated to undeveloped land. ✦

E x p l o r a t i o n  &  D e v e l o p m e n t  —  Quick Takes

BLM seeks comments on Colorado project
The US Bureau of Land Management is seeking public com-

ments on an oil and natural gas development proposal on federal 

leases near Silt, Colo., BLM’s fi eld offi ce in Glenwood Springs an-

nounced.

It said on Aug. 18 that Bill Barrett Corp. submitted a master de-

velopment plan for the Gibson Gulch area with plans to drill as 

many as 136 new wells from 10 proposed well pads over 5 years, 

starting this fall.

The proposed development area covers 2,700 acres, 1,867 of 

which are federal surface and minerals, 40 of which are private 

surface and federal minerals, and 793 acres are private surface and 

minerals, according to the BLM fi eld offi ce. County Roads 311 and 

335 would provide primary access, it indicated.

The Denver independent’s proposal calls for construction of 4.2 

miles of access roads and 4.3 miles of pipelines, the BLM fi eld of-

fi ce said. Most of the wells would use directional drilling technol-

ogy, it added.

BLM plans to prepare an environmental assessment of the plan 

and would like to hear any specifi c issues, concerns, and comments 

the public would like to see addressed in it by Sept. 18, the fi eld 

offi ce said.

MMS changes term of some geophysical data
The US Minerals Management Service published a fi nal rule that 

enables producers to request extensions to the length of time the 

agency treats their data as proprietary.

Currently the US Department of the Interior agency treats seis-

mic and other data collected through permitted geophysical opera-

tions as proprietary for 25 years. The new rule, which was pub-

lished in the Aug. 13 Federal Register and goes into effect Sept. 14, 

will allow companies to request a 5-year extension under certain 

conditions. “This new rule will encourage companies to reprocess 

old data using new technology and modeling systems to gain a 

better understanding of the resources available on the Outer Conti-

nental Shelf,” said Chris Oynes, MMS associate director for offshore 

energy and minerals management. The new rule was designed to 

allow producers suffi cient time to market geophysical information 

that might not have been reprocessed otherwise, he explained.

“The opportunity to apply for an extension to the proprietary 

term provides greater potential for a company to realize the com-

mercial benefi ts of the data they’ve analyzed,” Oynes said. “Because 

the companies are required to share the data with the MMS, it also 

will give us a better understanding of available resources and will 

enable us to make more informed decisions regarding offshore en-

ergy development.”

Maramzai-1 in Pakistan shows gas, condensate
Hungary’s MOL Pakistan Oil & Gas Co. reported a discovery 

with the Maramzai-1 exploratory well on Tal Block in North West 

Frontier Province of Pakistan, saying it tested 12 MMcfd of natural 

gas and 430 b/d of condensate.

MOL serves as operator for the consortium holding interest in 

the block. Its partners are Oil & Gas Development Co. Ltd., Pakistan 

Petroleum Ltd., Pakistan Oilfi elds Ltd., and Government Holdings 

(Pvt.) Ltd.

The well, which was drilled to the Lockhart limestone forma-

tion, fl owed from the uppermost reservoir section. Drilling contin-

ues to penetrate and test the potentially prospective lower zones.

The full extent of the discovery will be known once the well 

reaches the planned total depth during the next few months.

Beach makes oil fi nd in Eromanga basin
Beach Petroleum NL, Adelaide, and its joint venture partner, 

Drillsearch Energy Ltd., Sydney, have made an oil discovery in per-

mit PEL91 in the South Australian part of the Eromanga basin.

The Chiton-1 wildcat well found a 5.5-m oil interval in the 

primary Mesozoic-age Namur sandstone target.

It is the fi rst oil discovery in the permit and, although at a P50 

estimate of 120,000 bbl of reserves, it is relatively close to existing 

infrastructure and will be completed for future production.

Chiton-1 is the fi rst of two wells planned in PEL91 along the oil 

fairway on the western fl ank of the Patchawarra Trough, which has 

seen recent discoveries in adjoining permits PELs 92 and 104.

The Chiton discovery signifi cantly reduces the risk of oil charge 

for other prospects in the block and provides extra confi dence for 

the programs to come.

The second well in PEL91 will be Marino-1 about 8 km north 

of Chiton, also with a Namur sandstone target.

Bowleven plans appraisal wells in Cameroon
Bowleven PLC plans to drill the IF-2 and IF-3 appraisal wells on 

IF fi eld within the Etinde permit in Cameroon by second quarter 

2010.

The fi eld lies on Block 7 and is estimated to hold 53 million 

bbl of contingent resources, according to a report by TRACS Inter-

national Consultancy Ltd. Bowleven also will reprocess 3D seismic 

and acquire 100 sq km of 3D seismic over the IE and IF discover-

ies.

Bowleven would use a spread-moored fl oating, production, 

storage, and offl oading vessel to bring the fi eld on stream if the 

appraisal is successful. First oil could be produced in 2012 through 

four production wells, (two of which will be completed appraisal 

wells) and 3 injector wells. Each production well could deliver 

10,000 b/d and injectors 15,000 b/d.

The fi rst phase of the fi eld’s development would cost an esti-

mated $106 million. The second phase involves a fuel gas line to 

Limbe with onshore processing facilities, which will have a capac-

ity of 60,000 b/d of liquids, a water injection capacity of 60,000 

b/d, and a gas capacity of 36 MMscfd. The cost of the second phase 

would hit $209 million.

The work will be done in partnership with its new farm-in part-
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Do you see a leaf? 
We also see a challenge to convert waste 

into new resources.

No single entity is responsible for environmental protection. Our industries,
communities and environmental service providers must all work together. As  a world
reference in waste management, Veolia Environmental Services focuses on a

sustainable future by treating more than 68 million tons of waste annually and
converting it into raw materials, energy and recycled goods.

The environment is our universal challenge.

Learn more about the innovative material reuse solutions we implemented 

for Autoliv, Inc.
veolianorthamerica.com
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ner, Vitol E&P Ltd., Geneva, which will contribute $100 million to-

wards the work program that is expected to fi nish in 2011. Under a 

farm-in agreement signed Aug. 13, Vitol will acquire a 25% interest 

from Bowleven, reducing its share to 75%. This is subject to ap-

proval from the Cameroon government and Bowleven’s sharehold-

ers. If the go-ahead is given, it will become effective from July 1.

According to the farm-in agreement, Vitol also has the option to 

gain another 25% interest by Sept. 30, 2010, in return for funding 

an additional $100 million gross work program and paying $25 

million in cash to the group to progress Etinde activities. If Vitol 

exercises the option, it will assume operatorship of the permit and 

Bowleven will become its technical partner with a 50% interest.

The Etinde permit covers three shallow water blocks off Cam-

eroon, spanning parts of the Rio Del Rey and Douala basins, both 

of which have proven petroleum systems and discovered hydrocar-

bon resources. ✦

D r i l l i n g  &  P r o d u c t i o n  —  Quick Takes

Chevron advances Minas chemical fl ood
Chevron Pacifi c Indonesia is moving ahead with its pilot chemi-

cal injection project in giant Minas oil fi eld in Sumatra, Indonesia 

(OGJ, Apr. 21, 2008, p. 41).

The company let contract to Technip for detail engineering, 

project management, procurement assistance, and construction 

management for water treatment and cooling facilities and a poly-

mer and surfactant mixing plant, including chemical injection 

packages and production facilities.

Chevron began chemical injection last year. It hopes the project 

will boost recovery at Minas and surrounding fi elds. The Minas re-

source has been estimated at 4 billion bbl of oil initially in place.

Production increase planned for Bongkot fi eld
The consortium led by Thailand’s PTT Exploration & Production 

PLC (PTTEP) is set to ramp up production from its greater Bongkot 

fi eld off Thailand by 58% to 870 MMcfd of gas in the next 2-3 

years. The incremental delivery of 320 MMcfd will come from the 

major sister fi eld in the Gulf of Thailand, Bongkot South, which is 

slated to come on stream between mid-2012 and mid-2013, be-

hind the previous schedule of 2011.

The Bongkot partnership recently fi nalized an agreement to sell 

Bongkot South gas to PTT PLC, Thailand’s biggest energy fi rm. PTTEP 

operates Bongkot with a 44.4445% share with France’s Total E&P 

and BG Group holding 33.3333% and 22.2222%, respectively.

The main Bongkot fi eld 600 km south of Bangkok has been in 

production since July 1993 and at its peak in 2007 produced an 

average of 629 MMcfd of gas and 17,870 b/d of condensate, more 

than the 550 MMcfd contractual rate agreed with PTT.

Maersk Oil starts production from Affl eck
Maersk Oil UK Ltd. has brought Affl eck fi eld on stream in the 

central UK North Sea, adding potentially 8,000 b/d of oil to its 

portfolio when it reaches full capacity.

The fi eld was originally scheduled to start production in July 

2007, but was delayed due to the Janice fl oating production unit 

(FPU) had two lengthly shutdown periods after being given prohi-

bition orders by safety watchdog Health & Safety Executive.

A company spokesman told OGJ that it had initially started at 

2,000 b/d through two subsea horizontal production wells tied 

back via a 28-km production fl ow line to the Janice FPU on Block 

30/17a, also operated by Maersk Oil.

The Affl eck subsea manifold, umbilical, and control systems 

could utilize up to four production wells for future upside po-

tential. Hydrocarbons are being produced from a chalk formation 

and Maersk Oil used the Noble TVL rig to complete development 

drilling.

Maersk constructed a new gas export spurline to the Clyde plat-

form, which is operated by partner Talisman North Sea Ltd. “We 

have also undertaken a signifi cant modifi cation program on Jan-

ice to process and export Affl eck production fl uids, said Tom Van 

Leenen, Maersk Oil managing director. “In addition Clyde has also 

undergone topside modifi cations,” he said.

Affl eck was fi rst discovered by Royal Dutch Shell PLC in 1974. 

Oil is being exported through the existing Janice pipeline into 

Norpipe, and then to Teeside. Gas is being routed through existing 

ties on the Janice and Judy export pipeline to SEGAL, via the Clyde 

and Fulmar facilities, and onward to the St. Fergus terminal. ✦

P r o c e s s i n g  —  Quick Takes

Pemex settles on new refi nery site
Mexico’s Petroleos Mexicanos (Pemex) said it has settled on a 

site at Tula in Hidalgo state to construct a $9-billion refi nery, and 

will modernize another facility at Salamanca in nearby Guanajuato 

state for $3 billion.

According to Pemex Chief Executive Offi cer Jesus Reyes Her-

oles, Hidalgo was the fi rst of the two states to acquire the 700 

hectares the fi rm needed for the refi nery, ending a contest between 

the two over which would host the new facility.

The contest began shortly after mid-April when Pemex an-

nounced plans to build the refi nery in Tula while simultaneously 

carrying out a reconfi guration of the Salamanca refi nery in Guana-

juato state (OGJ Online, Apr. 16, 2009).

But Hidalgo failed to produce the needed 700 hectares within 

100 days of the original announcement, and Pemex then said the 

new refi nery would go to whichever state acquired the land fi rst, 

while the other state would have its existing refi nery reconfi g-

ured.

According to Heroles, the Hidalgo government was the fi rst 

of the two states to complete “all the necessary requirements to 

guarantee legal certainty on land ownership that the state company 

requires.”

The 300,000 b/d facility to be built in Tula is expected to come 

on stream in 2015, while the expansion of the Guanajuato facility 

will be ready by yearend 2014.

Reyes said it will cost $673 million less for Pemex to build the 
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T r a n s p o r t a t i o n  —  Quick Takes

PNSC updates oil tanker fl eet
Pakistan National Shipping Corp. (PNSC) has short-listed two 

Japanese-built oil tankers for acquisition at a cost of $60 million.

PNSC said it could make the acquisitions after the fi nance min-

istry gave permission to convert its rupees into dollars.

The two vessels with twin-hulls are anchored off Turkey and 

Spain. One was built in 1997 and the other in 2003. PNSC declined 

to identify the vessels further. The company will proceed with the 

bidding process following successful completion of inspections.

The proposed acquisitions are part of PNSC’s plan to update its 

ageing tanker fl eet. Except the recently acquired M/T Quetta oil 

tanker, built in 2005, its other vessels have an average age of 28 

years. Pakistan currently has three oil tankers, of which only the 

M/T Quetta has a twin-hull. The other two, M/T Swat and M/T 

Jauhar, will not be seaworthy after the 2011 deadline imposed by 

the International Maritime Organization for retiring single-hull 

tankers, offi cials said.

ExxonMobil secures Gorgon-Jansz LNG contract
ExxonMobil Corp. has secured another customer to complete its 

share of LNG from the Gorgon-Jansz project by signing up Petro-

China for a 20-year supply deal.

ExxonMobil will supply the Chinese company with 2.25 million 

tonnes/year of LNG for 20 years. The deal is worth an estimated 

$50 billion (Aus.) and comes on the heels of last week’s fi naliza-

tion of an agreement to supply Petronet of India with 2 million tpy 

from Gorgon-Jansz (OGJ Online, Aug. 12, 2009).

The project has now received environmental approval from the 

Western Australian government for the three-train 15 million tpy 

liquefaction plant to be constructed on Barrow Island and is ex-

pecting word on the federal government’s environmental stance 

by early September. If this is positive the way will be clear for the 

Chevron Australia-led joint venture to make its fi nal investment de-

cision on the development within the next few months.

Origin, ConocoPhillips choose CSM-LNG site
The Australia Pacifi c LNG joint venture of Origin Energy Ltd., 

Sydney, and ConocoPhillips’s Australian arm in Perth chose Laird 

Point on Curtis Island near Gladstone in Queensland as the site of 

refi nery in Tula than in Salamanca, largely because of lower costs 

for pipelines and transport.

“The crude for the new refi nery, which comes from the south 

of the country, will (travel a shorter distance to reach) Tula, and 

therefore the amount to be invested in pipelines and transport will 

be less,” he said.

Detailing fi gures, Reyes said that a total of $859 million will be 

invested in pipelines for the Tula refi nery, compared with $1.28 

billion if the Salamanca site had been chosen.

Reyes said Tula was chosen also because it can use 70,000 b/d 

of residual fuels produced at existing refi neries in the area, com-

pared with just 50,000 b/d at the Guanajuato facility.

Biodiesel plant starts up at Finland refi nery
Neste Oil Corp. began operating its second plant to produce 

renewable diesel in late July at the company’s main refi nery at Por-

voo, Finland. The new plant can produce 170,000 tonnes/year of 

NExBTL renewable diesel. It uses a proprietary technology that 

converts bio-based inputs into a fuel that closely resembles fossil 

diesel in chemical composition.

Neste Oil commissioned its fi rst 170,000 tpy NExBTL plant, 

also in Porvoo, in summer 2007 and is building two worldscale 

plants in Singapore and Rotterdam capable of producing 800,000 

tpy each. They are due to be completed in 2010 and 2011, repec-

tively. Neste Oil has refi neries in Porvoo and Naantali with com-

bined refi ning capacity of about 260,000 b/d. In 2008, according 

to the company, it had net sales of €15 billion. ✦

its proposed LNG plant. The plant will be fed by coalseam meth-

ane from the Surat and Bowen basins. The 50-50 JV secured the 

230-hectare site from the Queensland government. The LNG proj-

ect is scheduled to sell its fi rst shipment to international markets 

in 2014.

The companies say the project will create 10,300 jobs during 

the construction period with 18,600 direct and indirect jobs created 

nationally during the peak years from 2012-15. The JV intends to 

lodge its environmental impact statement for the project early next 

year with a fi nal investment decision timed for the end of 2010.

Overall plans are to develop the JV’s vast CSM reserves base into 

a 14-16 million tonne/year LNG plant at the Curtis Island site.

Petrobras gets license for LNG terminal
Brazil’s Petroleo Brasileiro SA (Petrobras) has received an op-

erating license for its 14 cu m/day LNG regasifi cation terminal at 

Guanabara Bay in Rio de Janeiro state.

Rio de Janeiro’s Environmental Institute Inea issued the license, 

which also includes approval for a pipeline connecting the termi-

nal and the future compression station in Campos Eliseos, also in 

Guanabara Bay.

The license, which will be valid until July 29, 2014, enables 

Petrobras subsidiary Transportadora Associada de Gas SA to operate 

the facility—Brazil’s second after Pecem Port in Ceara state.

Petrobras’s Golar Spirit fl oating regasifi cation plant concluded 

initial tests at Guanabara Bay in April, with deliveries made via 

pipeline to two gas-fi red power plants in southeast Brazil.

Testing at Guanabara Bay started on Mar. 26, with regasifi ed 

LNG delivered to the two gas-fi red power plants which generated 

average daily output of 435 Mw and 215 Mw, respectively.

Petrobras last year completed construction and testing of the 

terminal at Pecem, which has installed capacity to produce 7 mil-

lion cu m/day of gas. Last month, Royal Dutch Shell PLC delivered 

the fi rst LNG to Petrobras, supplying 135,000 cu m to the Pecem 

terminal under an agreement signed in 2008.

In May, Maria das Gracas Silva Foster, Petrobras gas and energy 

director, said the fi rm plans to complete the construction of its 

third LNG terminal by January 2013, adding that its capacity could 

reach 20 million cu m/day of gas. ✦
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✦ Denotes new listing or a change 
in previously published information.

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

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

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

SEPTEMBER
Oil & Gas Maintenance 
Technology North America 
Conference, New Orleans, 
(918) 831-9160, (918) 
831-9161 (fax), e-mail: 
registration@pennwell.com, 
website: www.ogmtna.com. 
1-3.

Coal-Gen Europe Conference, 
Katowice, Poland, (918) 831-
9160, (918) 831-9161 
(fax), e-mail: registration@
pennwell.com, website: www.
coal-gen-europe.com. 1-4.

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, 
Vienna, (216) 464-5365, 
e-mail: iaee@iaee.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.

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

✦GITA’s GIS Annual Oil 
& Gas Conference, Houston, 
(303) 337-0513, (303) 
337-1001 (fax), e-mail: 
info@gita.org, website: www.
gita.org/oilgas. 13-17.

Turbomachinery Symposium, 
Houston, (979) 845-7417, 
(979) 847-9500 (fax), 
e-mail: inquiry@turbo-lab.
tamu.edu, website:http://tur-
bolab.tamu.edu. 14-17.

Annual IPLOCA Convention, 
San Francisco, +41 22 306 
02 30, +41 22 306 02 39 
(fax), e-mail: info@iploca.
com, website: www.iploca.com. 
14-18.

Polar Petroleum Potential 3P 
Conference, Moscow, (918) 
584-2555, (918) 560-
2665 (fax), website: www.
aapg.org. 16-18.

Drilling Engineering 
Association-Europe: ERD and 
Associated Technology Meeting, 
Stavanger, +44 (0) 1483-
598000, e-mail: Dawn.
Dukes@otmnet.com, website: 
www.dea-europe.com. 17-18.

Annual Energy Policy 
Conference, Oklahoma City, 
(202) 580-6532, (202) 
580-6559 (fax), e-mail: 
info@energyadvocates.org, 
website: www.energyadvocates.
org. 20-22.

NPRA Environmental Confer-
ence, Denver, (202) 457-
0480, (202) 457-0486 
(fax), website: www.npra.org. 
21-22.
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Multiphase User Roundtable-
Mexico, Villahermosa, 
(979) 268-8959, (979) 
268-8718 (fax), e-mail: 
Heather@petroleumetc.com, 
website: www.mur-mexico.
org. 22-23.

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

SPE Eastern Regional Meeting, 
Charleston, W. Va., (972) 
952-9393, (972) 952-
9435 (fax), e-mail: spedal@
spe.org, website: www.spe.org. 
23-25.

ERTC Sustainable Refi ning 
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 Olefi ns Conference, 
Dresden, 040 639004 0, 
040 639004 50, website: 
www.dgmk.de. 28-30.

IADC Advanced Rig Technol-
ogy Conference, Houston, 
(713) 292-1945, (713) 
292-1946 (fax), e-mail: 
conferences@iadc.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 (fax), 
e-mail: events@gtforum.com, 
website: www.gtforum.com. 
Sept. 30-Oct. 2.

OCTOBER
Interstate Oil and Gas 
Compact Commission Annual 
Meeting (IOGCC), Biloxi, 
Miss., (405) 525-3556, 
(405) 525-3592 (fax), 
e-mail: iogcc@iogcc.state.
ok.us, website: www.iogcc.
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: 
www.spe.org. 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-exhibi-
tions.com, website: 
www.oilgas-events.com. 6-9.

Power-Gen Asia Conference, 
Bangkok, (918) 831-
9160, (918) 831-9161 
(fax), e-mail: registration@
pennwell.com, website: www.
powergenasia.com. 7-9.

Renewable Energy World Asia 
Conference & Expo, Bangkok, 
(918) 831-9160, (918) 
831-9161 (fax), e-mail: 
registration@pennwell.com, 
website: www.renewableenergy-
world-asia.com. 7-9.

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

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

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

Expandable Technology Forum, 
Houston, +44 (0) 1483 
598000, e-mail: sally.mar-
riage@otmnet.com, website: 
www.expandableforum.com. 
14-15.

International Oil & Gas Ex-
ploration, Production & Refi n-
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.

Oil Shale Symposium, Golden, 
Colo., (303) 384-2235, 
e-mail: jboak@mines.edu, 
website: www.mines.edu/
outreach/cont_ed/oilshale/. 
19-23.

Oil and Gas Transportation in 
the CIS and Caspain Region 
Annual Meeting, Moscow, 
+44 (0) 20 7067 1800, 
+44 (0) 20 7242 2673 
(fax), website: www.theener-
gyexchange.co.uk. 20-22.

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, +971 4 366 4648 
(fax), e-mail: spedal@spe.org, 
website: www.spe.org. 26-28.

PICT-Passive Infl ow 
Control Technology Meet-
ing, Copenhagen, +44 (0) 
1483-598000, e-mail: 

Dawn.Dukes@otmnet.com, 
website: www.infl owcontrol.
com. 27-28.

Louisiana Gulf Coast Oil Ex-
position (LAGCOE), Lafayette, 
(337) 235-4055, (337) 
237-1030 (fax), e-mail: 
lynette@lagcoe.com, website: 
www.lagcoe.com. 27-29.

North African Oil and Gas 
Summit, Tunis, +44 (0) 20 
7067 1800, +44 (0) 20 
7242 2673 (fax), website: 
www.theenergyexchange.co.uk. 
27-29.

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

(800) 839-2189
info@ceradyne.com
www.ceradyne.comEngineered Ceramic Specialists

Advanced Ceramics
Outperform Other Materials
Ceradyne advanced ceramic components have demonstrated
20 years of leading performance in harsh oil and gas environments.

- Superior wear and corrosion resistance
- 80% lighter than carbide
- Electrically insulating
- Thermal shock resistant
- Engineered to complex shapes
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C a l e n d a r

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 (fax), 
website: www.ipaa.org. 4-6.

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

Capture and Geological Storage 
of CO

2
 Symposium, Paris, 

+33 1 47 52 67 21, +33 

1 47 52 70 96 (fax), e-mail: 
patricia.fulgoni@ifp.fr, web-
site: www.CO2symposium.
com. 5-6.

Sulphur International Confer-
ence and Exhibition, Vancouver, 
+44 20 7903 2058, +44 
20 7903 2172 (fax), e-mail: 
cruevents@crugroup.com, 
website: www.sulphurconfer-
ence.com. 8-11.

Gas Turbine Users Internation-
al (GTUI) Annual Conference, 
Calgary, Alta., +9714 804 
7738, +9714 804 7764 
(fax), e-mail: info@gtui.org, 
website: www.gtui.org. 8-13.

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

Multiphase User Roundtable-
South America, Rio de Janeiro, 
(979) 268-8959, (979) 
268-8718 (fax), e-mail: 
Heather@petroleumetc.com, 
website: www.mur-sa.org. 
9-10.

API Fall Refi ning and Equip-
ment Standards Meeting, Dal-
las, (202) 682-8000, (202) 
682-8222 (fax), website: 
www.api.org/events. 9-11. 

Digital E&P Event, Houston, 
(646) 200-7444, (212) 
885-2733 (fax), e-mail: 
cambrosio@wbresearch.com, 
website: www.digitaleandp.
com. 9-11.

NPRA/API Operating 
Practices Symposium, Dallas, 
(202) 457-0480, (202) 
457-0486 (fax), website: 
www.npra.org. 10.

Petroleum Association of 
Wyoming (PAW) Annual Oil 
& Gas Statewide Reclamation 
Conference, Casper, (307) 
234-5333, (307) 266-
2189 (fax), e-mail: cheryl@
pawyo.org, website: www.
pawyo.org. 10.

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.

NPRA International Lubricants 
& Waxes Meeting, Houston, 
(202) 457-0480, (202) 
457-0486 (fax), website: 
www.npra.org. 12-13.

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

PIRA Natural Gas Markets 
Conference, New York, (212) 
686-6808, (212) 686-
6628 (fax), e-mail: sales@
pira.com, website: www.pira.
com. 14-15.

IADC Completions Conference, 
Houston, (713) 292-1945, 
(713) 292-1946 (fax), 
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.

IADC Well Control Asia Pa-
cifi c Conference & Exhibition, 
Bangkok, (713) 292-1945, 
(713) 292-1946 (fax), 
e-mail: conferences@iadc.org, 
website: www.iadc.org. 18-19.

DECEMBER
Refi ning and Petrochemicals in 
Russia and the CIS Countries 
Annual Meeting, Amsterdam, 
+44 (0) 20 7067 1800, 
+44 (0) 20 7242 2673 
(fax), website: www.theener-
gyexchange.co.uk. 1-3.

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

European Drilling Engineering 
Association Expandables, 
Multilaterals and Technologies 
Meeting, Vienna, +44 (0) 
1483-598000, e-mail: 
Dukes@otmnet.com, website: 
www.dea-europe.com. 3-4.

Nuclear Power Interna-
tional Conference, Las Vegas, 
(918) 831-9160, (918) 
831-9161 (fax), e-mail: 
registration@pennwell.com, 
website: www.nuclearpowerin-
ternational.com. 8.

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.

Power-Gen International Con-
ference, Las Vegas, (918) 831-
9160, (918) 831-9161 
(fax), e-mail: registration@
pennwell.com, website: www.
power-gen.com. 8-10.

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

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

PIRA Understanding Global 
Oil Markets Seminar, New 
York, (212) 686-6808, 
(212) 686-6628 (fax), 
website: www.pira.com. 
16-17.

2010

JANUARY
✦Plant Maintenance in the 
Middle East & Annual Meet-
ing, Abu Dhabi, +44 (0) 
1242 529 090, +44 (0) 
1242 529 060 (fax), e-mail: 
wra@theenergyexchange.co.uk, 
website: www.wraconferences.
com. 10-13.

Oil & Gas Maintenance 
Technology Conference & 
Exhibition Co-located with 
Pipeline Rehabilitation and 
Maintenance, Manama, 
Bahrain, (918) 831-9160, 
(918) 831-9161 (fax), e-
mail: registration@pennwell.
com, website: www.oilandgas-
maintenance.com. 18-20.

Pipeline Rehabilitation & 
Maintenance Co-located 
with Oil & Gas Maintenance 
Technology, Manama, Bahrain, 
(918) 831-9160, (918) 
831-9161 (fax), e-mail: 
registration@pennwell.com, 
website: www.pipeline-rehab.
com. 18-20.

✦ World Future Energy 
Summit, Abu Dhabi, +971 
2 4090 445, +971 2 444 
3768 (fax), e-mail: ludoiva.
sarram@reedexpo.ae, website: 
www.worldfutureenergysum-
mit.com. 18-21.

SPE Oil and Gas India Confer-
ence and Exhibition, Mumbai, 
(972) 952-9393, (972) 
952-9435 (fax), e-mail: 
spedal@spe.org, website: www.
spe.org. 20-22.

metals  |  cranes  |  paper  | oil & gas  |  utilities  |  cement  |  mining  |  rubber & plastics

We put our drives through the most grueling 
tests imaginable. And then things got really bad.

www.tmeicge.com � Phone: +1-540-283-2300
1325 Electric Road �  Roanoke, VA 24018 USA 

In 2005 Hurricane Katrina battered the Gulf, unleashing a 
relentless torrent on the platform. The equipment room that 
housed TMEIC GE’s Dura-Bilt5i™ Medium Voltage drives was  
flooded and abandoned.

When engineers reopened the platform  
in 2006, the Dura-Bilt5i drives started up  
without incident. While it was an  
extraordinary situation, it underscores 
the reliability of our drives, even in the 
world’s most demanding environments, 
conditions, and climates.

The world is a tough place. That’s why 
you need a tough drive.
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✦SPE Deep Gas Conference, 
Manama, (972) 952-9393, 
(972) 952-9435 (fax), e-
mail: spedal@spe.org, website: 
www.spe.org. 24-27.

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

Health, Safety, Environment & 
Training Conference & Exhibi-
tion, Houston, (713) 292 
1945, (713) 292 1946 
(fax), e-mail: info@iadc.org, 
website: www.iadc.org. 26-27.

The European Gas Conference 
and Annual Meeting, Vienna, 
+44 (0) 20 7067 1800, 
+44 (0) 20 7242 2673 
(fax), website: www.theener-
gyexchange.co.uk. 26-28.

✦API/AGA Joint Committee 
on Oil and Gas Pipeline Weld-
ing Practices Conference, New 
Orleans, (202) 682-8000, 
(202) 682-8222 (fax), 
website: www.api.org. 27-29.

Annual Gas Arabia Summit, 
Abu Dhabi, +44 (0) 20 
7067 1800, +44 (0) 20 
7242 2673 (fax), website: 
www.theenergyexchange.co.uk. 
Jan. 31- Feb. 3.

✦International Process 
Analytical Technology Forum 
(IFPAC), Baltimore, (847) 
543-6800, (847) 548-
1811 (fax), e-mail: info@
ifpacnet.org, website: www.
ifpac.com. Jan 31-Feb 4.

FEBRUARY
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.

IADC/SPE Drilling Confer-
ence and Exhibition, New 
Orleans, (713) 292 1945, 
(713) 292 1946 (fax), 
e-mail: info@.org, website: 
www.iadc.org. 2-4.

Russia Offshore Annual Meet-
ing, Moscow, +44 (0) 20 
7067 1800, +44 (0) 20 
7242 2673 (fax), website: 
www.theenergyexchange.
co.uk. 2-4.

✦Global Petrochemicals 
Conference & Annual Meeting, 
Vienna, Austria, +44 (0) 
1242 529 090. +44 (0) 
1242 529 060 (fax), e-mail: 
wra@theenergyexchange.co.uk, 
website: www.wraconferences.
com. Feb 9-11.

SPE International Symposium 
& Exhibition of Formation 
Damage Control, Lafayette, 
(972) 952-9393, (972) 
952-9435 (fax), e-mail: 
spedal@spe.org, website: www.
spe.org. 10-12.

✦NAPE Expo, Houston, 
(817) 847-7701, (817) 
847-7703 (fax), e-mail: 
info@napeexpo.com, website: 
www.napeonline.com. Feb 
11-12.

Annual Petroleum Coke 
Conference, Seattle, (832) 
351-7828, (832) 351-
7887 (fax), e-mail: petcoke.
conference@jacobs.com, 
website: www.petcokes.com. 
12-13.

SPE North Africa Technical 
Conference & Exhibition, 
Cairo, (972) 952-9393, 

(972) 952-9435 (fax), e-
mail: spedal@spe.org, website: 
www.spe.org. 14-17.

✦Pipeline Pigging & Integrity 
Management Conference & 
Exhibition, Houston, (713) 
521-5929, (713) 521-
9255 (fax), e-mail: clarion@
clarion.org, website: www.
clarion.org. 16-18.

✦Pipe Line Contractors As-
sociation Annual Conference 
(PLCA), Scottsdale, Ariz. 
(214) 969-2700, e-mail: 
plca@plca.org, website: www.
plca.org. 17-21.

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

✦International Petrochemicals 
Technology Conference & 
Exhibition, Madrid, +44 
(0) 20 7357 8394, +44 
(0) 20 7357 8395 (fax), 
e-mail: enquiries@europetro.
com, website: www.europetro.
com. 22-23.

Photovoltaics World Conference 
& Exhibition, Austin, (918) 
831-9160, (918) 831-
9161 (fax), e-mail: registra-
tion@pennwell.com, website: 
www.Photovaltaicsworldevent.
com. 23-25.

Renewable Energy World 
North America Conference & 
Expo, Austin, (918) 831-
9160, (918) 831-9161 
(fax), e-mail: registration@
pennwell.com, website: www.
renewableenergyworld-events.
com. 23-25.

Directorate General of Hydrocarbons (DGH), Noida invites Expression of Interest from capable and experienced R&D 
institutions/E&P companies for carrying out detailed G&G studies of five sedimentary basis (Bengal, Mahanadi, Krishna 
Godavari, Pallar & Cauvery) along East Coast of India, covering both onland and offshore extensions. These include basin 
where presence of hydrocarbons have been discovered/proved and where good, moderate and sparse quantum of geoscientific 
data is available.

The scope of work includes:
1. Study of available maps, reports pertaining to geology, structure, tectonics and petroleum system in the basin.
2. Study of available well data, geophysical data litho logs, petrophysical, geochemical, temperature, porosity / permeability, 

pressure and heat flow data.
3. Seismic interpretation on a regional scale from the available seismic data.
4.  Construction of geological/tectonic model.
5. Evolutionary history of the basin.
6. Preparation of Palaeogeography maps, Peleotectonic analysis and Seismo Geological sections.
7. Identification and analysis of Petroleum system, intra and inter basins.
8. Determining hydrocarbon prospectively of the interpreted Formations.
9. Genetic classification/nomenclature of basins considering its lateral extent in a vertical time scale.

Interested parties capable of carrying out the above mentioned study may please respond by 31st August, 2009 to the address 
given below along with  the following documents:
1. Organization profile and set up with resume of personnel proposed for the study.
2. Plan with details for executing scope of work.
3. Software/hardware available for the study.
4.  Write-up on similar projects executed.
5. Details of participating organization in case of consortium.
6. Balance sheets of last two year .
DGH reserves the right to accept or reject an offer from any party without assigning any reason whatsoever.
The envelop shall be superscribed with Expression of Interest for “Integrated studies along East Coast” and may address to:

Advisor (MM)
Directorate General of Hydrocarbons
C-139, Sector - 63, NOIDA - 201301, U.P. (INDIA)  Phone: +91-120-4029400, Fax: +91-120-4029410

s

DIRECTORATE GENERAL OF HYDROCARBONS
(Under Ministry of Petroleum & Natural Gas)

Expression of Interest (EOI) for Integrated Geoscientific Studies of East Coast, India
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J o u r n a l l y  S p e a k i n g

Industry safety record improving

Leena Koottungal
Survey Editor/News 
Writer

While researching health and safety 
information on the American Petroleum 
Institute’s web site, this editor found an 
annual survey of nonfatal injuries and 
illnesses in the workplace. According to 
API’s Workplace Safety Report, the num-
ber of oil and natural gas industry job-
related nonfatal injuries and illnesses 
has decreased. In 1998 the number of 
nonfatal injuries and illnesses was 4.4 
per 100 fulltime workers. In 2007, that 
statistic decreased to 3 per 100 fulltime 
workers.

This report compares the rates 
of job-related nonfatal injuries and 
illnesses within the US oil and gas 
industry with comparable US industries. 
The oil and gas industry’s safety record 
has consistently improved, refl ecting its 
commitment to health and safety.

Personal protective equipment
As part of the commitment to im-

proving the safety of the industry, Red 
Wing Shoe Co. announced in May the 
expansion of its existing line of work-
wear garments to include a complete 
offering of personal protective equip-
ment for the global oil and gas industry. 
Red Wing has designed a full line of 
work boots specifi cally for oil and gas 
workers.

The leather is oil-tanned, which 
presaturates it and prevents it from 
absorbing contaminants encountered at 
drillings sites. It also makes it long-last-
ing. The leathers also resist many caustic 
materials, which can cause work boots 
to break down prematurely.

Red Wing soles are also rated for 
resistance to oil and gas based upon the 

“oil swell” test. This test measures the 
percentage of how much a sole swells 
when submerged in oil (the less swell 
the better). This ensures that the sole 
isn’t absorbing too much oil and gas, 
resulting in excessive wear.

Training, safety programs
Meanwhile, Petrofac Training became 

the fi rst training provider to be ap-
proved by The Oil and Gas Academy 
to deliver the new Minimum Indus-
try Safety Training, or MIST, course. 
The MIST course has been designed 
to introduce the fundamental safety 
elements of the offshore oil and gas 
industry to new starts. The course was 
developed in line with Step Change in 
Safety’s goal to make the UK the safest 
oil and gas E&P province in the world 
by 2010.

The course features nine modules, 
which include understanding the risk 
assessment process, tasks that require 
permit to work, controlling the use of 
hazardous substances offshore, knowl-
edge and practices of working at height, 
and awareness of mechanical lifting 
activities.

Many oil and gas companies have 
safety programs. ExxonMobil Corp.’s 
safety program is called “Nobody gets 
hurt.” ExxonMobil leads the industry 
with low incident rates for work-related 
injuries and illnesses. Since 2000, 
ExxonMobil has reduced workforce 
lost-time incident rate by an average of 
over 12%/year.

Employees and contractors receive 
rigorous training before commencing 
work in ExxonMobil’s facilities. They 
participate in safety teams, conduct 
safety observations, and suggest ongo-
ing improvements in safety procedures. 
In 2008, more than 1,600 of the 
company’s contractor supervisors and 
managers participated in leadership 
workshops conducted by ExxonMobil 
Development Co., an increase of more 
than 20% since 2007.

ExxonMobil is working toward a 
goal of zero safety and health incidents. 
By using specially tailored tools and 
techniques, including ergonomics, 
the number of accidents and cases of 
illness at work can be reduced. Many 
ExxonMobil organizations have reduced 
injuries through behavior-based safety 
tools incorporated in their personnel 
safety management systems.

Human factors, such as fatigue, 
infl uence people’s performance and 
behavior. According to ExxonMobil, 
the most effective way to incorporate 
human factors into equipment and 
systems set-up is at the initial facil-
ity design and development stage. By 
involving operating personnel and 
considering the principles of human 
factors early in a project’s development, 
it reduces costly rework and performs 
smoother startups with lower incident 
frequency.

Compliance
In June, the US Occupational Safety 

and Health Administration sent let-
ters to refi nery managers emphasizing 
the need to comply with all appli-
cable OSHA standards, particularly the 
Process Safety Management of Highly 
Hazardous Chemicals.

OSHA sent letters to the management 
of more than 100 refi neries. The letters 
outlined compliance issues found under 
OSHA’s Refi nery National Emphasis 
Program and urged refi ners to comply 
with their obligations under the pro-
cess safety management standard. The 
standard requires employers to develop 
and incorporate comprehensive, site-
specifi c safety management systems to 
reduce the risks of fatal or catastrophic 
incidents.

“We initiated this NEP to ensure that 
refi neries develop and fully implement 
a safety management system that pro-
tects workers from serious incidents,” 
said acting Assistant Secretary of Labor 
for OSHA Jordan Barab. ✦
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The Atlantic Council of the United States, with the support of the Romanian Ministry of Foreign Affairs 

and the Ministry of Economy, announces the inaugural

Bucharest, Romania • September 30 — October 2, 2009

Traian Basescu, President of Romania

Steven Chu, U.S. Secretary of Energy*

Cristian Diaconescu, Romanian Minister of Foreign Affairs

Mircea Geoana, Romanian President of the Senate

Chuck Hagel, Chairman of the Atlantic Council of the United States

Richard Morningstar, U.S. Special Envoy for Eurasian Energy

Daniel Poneman, Deputy Secretary and Chief Operating Offi cer, U.S. Department of Energy*

Adriean Videanu, Romanian Minister of Economy

Executive Roundtable

Our Global Energy Future

Panelists include global energy company Chief Executives from BOTAS, Eni, ExxonMobil, 

Gazprom Export, Hellenic Petroleum, KazMunaiGas, Lukoil, OMV, Rompetrol, Sabanci, 

Schlumberger, Shell, SOCAR, TPAO, Uzbekneftegaz and others

Ministers Roundtable

Policy Responses to Global Energy Challenges

Panelists include Energy Ministers from Armenia, Azerbaijan, Bulgaria, Egypt, Georgia, 

Greece, Iraq, Kazakhstan, Moldova, Qatar, Russia, Sweden, Turkey, Turkmenistan, Ukraine, 

the United States and Uzbekistan

REGISTER NOW
Visit www.acus.org to download registration materials and view the Forum agenda.

Please contact Sarah Frese at sfrese@acus.org for more information.

     *to be confi rmed

Keynote Addresses:

Featuring:
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E d i t o r i a l

Unsound energy thinking
ment of coal by the lighter hydrocarbon in power 
generation.

Beyond the security and environmental draw-
backs, a rise in imports would aggravate US fi scal 
problems. EPRINC cites a 2006 study by the Oak 
Ridge National Laboratory estimating the cost 
of imported oil to the US economy, beyond the 
market price, at $13.58/bbl in 2004 dollars. In 
2009 dollars, the cost is $14.70/bbl. At that level, 
according to the study, the US would sustain 
economic losses exceeding expected increases in 
federal receipts when production declines result-
ing from the heavier tax load exceeded 160,000 
b/d. The estimated economic cost doesn’t account 
for drops in receipts by the Treasury, states, and 
localities.

A production hit of that size isn’t diffi cult to 
imagine. EPRINC estimates the tax changes would 
lower long-term investment by large companies 
in US exploration and production by 3%. And it 
points out that 2006 production from US stripper 
wells, the category most sensitive to cuts in cash 
fl ow from existing operations, was 915,000 b/d.

For US refi ners, the tax proposals would hurt 
competitiveness in a market increasingly supplied 
by imported products, especially gasoline. “For-
eign refi ners are so entrenched in the domestic 
gasoline market that they are directly linked in a 
competitive battle for a share of the US products 
market in which relatively small shifts in cost ad-
vantage can bring about large changes in product 
fl ows,” EPRINC says.

Real possibilities
Diminished security. Increased emissions of 

greenhouse gases. Net economic losses. Hampered 
ability of an important manufacturing industry 
to compete in its home market. These can’t be 
outcomes the administration had in mind when 
it proposed its fi rst federal budget. They are very 
real possibilities, however, which must be taken 
seriously.

For now, oil and gas elements of the budget 
proposal seem to have stalled in Congress, which 
has other distractions, including unwieldy legisla-
tion on energy and climate change with its own 
arsenal of economic bombs. But the thinking that 
produced the budget proposal remains at work. 
For oil and gas companies, therefore, the threat 
endures. ✦

Tax torpedoes in the budget proposed by US 
President Barack Obama have vital signifi cance to 
the oil and gas industry regardless of their political 
fate. They indicate how the administration thinks 
about energy in general and oil and gas in par-
ticular. In a word, the administration’s thinking on 
these subjects is unsound.

A new study by the Energy Policy Research 
Foundation Inc. (EPRINC), Washington, DC, 
challenges the rationale offered by the Treasury 
Department for tax changes that would hurt small 
producers and major companies alike. In fact, 
EPRINC says, the changes would have costly effects 
directly opposed to the administration’s assertions.

The proposal
As proposed, the budget would hammer small 

producers by repealing tax preferences that boost 
cash fl ow and encourage drilling investment, 
such as percentage depletion. It would raid larger 
producers with measures such as a new levy on 
Gulf of Mexico production and fees on nonpro-
ducing federal leases. And it would hit refi ners 
with reinstatement of Superfund taxes, repeal of 
last-in fi rst-out inventory accounting, and exclu-
sion from the manufacturer’s tax deduction (“Sect. 
199”) available to other US industries. From the 
administration’s year-by-year estimates in budget 
documents, EPRINC calculates the average cost to 
the industry of tax code changes in the proposal at 
$3.263 billion/year.

The Treasury Department says current tax provi-
sions, by generating investment it deems exces-
sive in oil and gas production, is “detrimental to 
long-term energy security” and “inconsistent with 
the administration’s policy of reducing carbon and 
encouraging the use of renewable energy sources 
through a cap-and-trade program (OGJ, June 1, 
2009, p. 18).” EPRINC points out that tax changes 
that lowered production would yield compensat-
ing increases in oil imports, a development not 
usually thought to be a boon to security.

A shift from domestically produced to im-
ported oil also can be expected to raise emissions 
of greenhouse gases because of the long-haul 
transportation required by much imported oil, 
the study says. Compounding that disadvantage 
would be the extent to which gas production cuts 
induced by the tax changes limited the displace-
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Investors in the upstream oil and gas 
industry have been on a roller coaster 
ride for the past 5 years, with prices 
reaching dizzying heights and then 
plummeting. The latest twist on the roller 
coaster leaves operators with a cost base 
and tax rates refl ecting a price environ-
ment that seems to have disappeared. 
Consequently, company profi ts are 
evaporating, and there is huge pressure 

on future investment plans.
Governments of oil-pro-

ducing countries are hurting, 
too. With the oil price drop-
ping (and operators’ costs 
increasing), governments’ tax 
margins have been squeezed 
dramatically. Some govern-

ments have reduced their projected 
levels of oil revenue, impacting the 
budgets that they established during the 
previous fi scal year.

With the added shadow of global 
credit restriction, governments and 
investors face tough decisions as they 
prepare for the next twists on the 
roller coaster. Which fi scal measures are 
governments likely to consider in deal-
ing with the unexpected dip in their 
oil revenues? What impacts are these 
measures likely to have on investor and 
government revenues? And which fi scal 
regimes are most likely to produce a 
more stable outlook for governments 
and investors alike during the present 
downturn and beyond?

No surprise
Increases in tax rates as oil profi ts 

soar might not be welcomed by inves-
tors, but they can hardly come as a 
surprise. Investors would also expect tax 
rates to come back down when prices 
fall to encourage investment and main-
tain production levels.

There has been some evidence of 
governments, notably that of Russia, 
beginning to reduce the tax burden, 
and there is a growing expectation that 
more will follow with time. The ques-
tions investors are asking are when will 
tax rates fall, and by how much?

Several countries recently introduced 
windfall taxes that were constructed in 

such a way that tax rates reduce auto-
matically when prices fall. These levies 
are generating much less revenue at 
current prices (Fig. 1).

Another feature of recent increases in 
the government take, however, was for 
governments to target revenues rather 
than profi ts by increasing royalty rates, 
increasing export duties, or lowering 
cost-recovery ceilings. These measures 
can raise the percentage of government 
take from the gross operating margin 
(Fig. 2).

Following the oil price crash in 
1986, many governments responded 
by reducing or even abolishing royalty 
rates and other regressive fi scal terms. 
This response will once again be a focus 
for investors in discussions with gov-
ernments during the current downturn. 
But because royalty is based on revenue 
rather than profi t, some governments 
may actually be tempted to increase 
rates rather than reduce them. US Inte-
rior Sec. Ken Salazar, for example, has 
recently announced a review of federal 
royalty rates, noting that other countries 
charge higher royalty rates than the cur-
rent US range of 12.5-18.5%.1

Another feature of the government 
response to the mid-1980s price crash 
was the reconfi guration of several fi scal 
regimes to make the level of fi scal take 
more sensitive to project profi tability 
than to revenues. Regimes following this 
strategy have proven to be quite respon-
sive during recent price increases. But, as 
the experience of Angola shows, where 
the government take is linked to a proj-
ect’s rate of return there is no inherent 
mechanism for reducing high tax rates 
when prices come down unless the cash 
fl ow becomes negative (Fig. 3). 

Very high marginal rates applied to 
greatly reduced margins are likely to 
discourage operators from continuing 
to invest in projects and, in extremes, 
may even make projects uneconomic. 
Moreover, there is little incentive for 
operators to reduce costs.2

Start again?
Even where government and in-

vestors are aligned in their desire to 

Graham Kellas
Wood Mackenzie
London

 International upstream:
 a 5-year roller coaster

International agreements

Relationships between oil 

and gas companies and host-

country governments have 

come under strain. This article 

examines pressures resulting 

from recent gyrations in the 

price of crude oil. Following it, 

on Sept. 7 and Sept. 14, will be 

a two-part look at the evolu-

tion of international petroleum 

agreements.
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50% WPT =

0 (<$40/bbl) 

50% WPT =

40% of gross margin

50% WPT =

10% of gross margin

Pretax profit

50% WPT

Costs

Pretax profit

50% WPT

Costs

Low price/low costs High price/high costs  Low price/high costs

*Hypothetical example based on a WPT levied at 50% of price above $40/bbl. Price/full cycle cost
combinations assumed to be $30/bbl (price) /$10/bbl (costs), $100/$25, and $45/$20.
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Source: Wood Mackenzie
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Fig. 2

*Hypothetical example with royalty of 20% of gross revenue under the price/cost relationships in Fig. 1.
Source: Wood Mackenzie
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oil companies in oil-dependent coun-
tries reneging on payments to suppliers 
and other contractors, resulting in post-
poned and canceled work. This makes 
politicians vulnerable, a consequence 
of which might be that the government 
will look to the oil industry for more 
money and actually increase tax rates, 
despite project economics being on the 
downward slope.

Governments point out that the most 
recent oil company accounts show 
record profi ts (based on last year’s high 
oil price). They also observe that major 
oil companies are reporting, on average, 
ongoing production costs between $6/
boe and $12/boe.4 So they conclude 
that there is still ample profi tability in 

Spurred by last year’s surge in oil 
prices, several governments set budgets 
for 2009 based on prices’ remaining 
relatively high. These budgets are now 
being heavily revised. For example, 
Alaska has reduced its 2009 revenue ex-
pectations by $2 billion, resulting in the 
cancellation of $1.2 billion of planned 
savings, a reduction in planned expen-
diture of $300 million, and a draw on 
savings to balance the 2009 budget.3

Alaska is, however, able to draw upon 
budget surpluses built up over recent 
years, an ability it shares with several 
countries that generated budgets based 
on modest price expectations.

Others have been less prudent. Sto-
ries are beginning to emerge of national 

change terms to suit the new economic 
environment, a regime ensconced 
within a contract will require renegotia-
tion. But contractual instability has been 
portrayed as anathema by investors in 
recent years. Countries that changed 
terms unilaterally were accused of 
demonstrating the worst kind of invest-
ment risk. And some have suffered from 
reduced investment as a result.

A government’s willingness to 
improve terms sends a more favorable 
message to investors—apart from those 
which believe contracts should remain 
intact even if they were to benefi t from 
a change. In some countries, however, 
renegotiating contract terms carries an 
additional element of reputation risk.

With prices high, several countries 
took advantage of the industry’s appe-
tite for prospective acreage by allowing 
companies to bid for blocks based on 
fi scal terms. Some of the winning bids 
in North Africa, in particular, attracted 
extremely aggressive production-
sharing bids. The current environment 
lowers chances that investors can make 
an economic return under these terms, 
creating a major obstacle to investment. 

These governments are now caught 
between a rock and a hard place. Either 
they agree to reduce the take in the 
contract—invalidating the auction 
process at the same time—or they force 
the contractor to stick to its obligations, 
which it cannot afford to do. This results 
in forced relinquishment and retender-
ing, all of which delays investment.

How low?
Governments which are free to re-

duce tax rates for upstream investors at 
will—including most countries that be-
long to the Organization for Economic 
Cooperation and Development—may 
decide not to do so. Lower prices are 
already reducing expected tax revenues 
from upstream operations. And the gen-
eral economic downturn is reducing tax 
revenue from other industries. Where 
the government is reliant on oil and gas 
income, this can create budget defi cits, 
forcing governments to reduce commit-
ments to social projects. 
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ANGOLAN DEEPWATER FIELD: CASH FLOW VS. GOVERNMENT PROFIT SHARE*

90

80

70

60

50

40

30

20

10

0

100

90

80

70

60

50

40

30

20

10

0

*Government profit share includes tax. Future price: $40/bbl.

Source: Wood Mackenzie

Government
cash flow

Contractor
cash flow

Government
profit share

C
a

s
h

 fl
o

w
 (

$
/b

b
l)

G
o

v
e

rn
m

e
n

t 
p

ro
fi

t 
s
h

a
re

 (
%

)

2005 2006 2007 2008 2009 2010 2011 2012

Fig. 3

Canada

US

Rest of world

2,000

1,500

1,000

500

0

A
c
ti

v
e
 r

ig
s

2007 2008 2009

Fig. 4

Source: Baker Hughes

WORLDWIDE RIG COUNT

G E N E R A L  I N T E R E S T

22 Oil & Gas Journal / Aug. 24, 2009

year postponed projects, although some 
revived projects when crude prices re-
turned to $70/bbl and costs declined.5

And that is the crux of the matter: 
Can governments afford to increase 
taxes on existing production, gaining 
short-term revenue but running the risk 
of reduced investment and reduced rev-
enue in the future? On the other hand, 
can they afford to reduce taxes now to 
stimulate investment?

Fiscal twists…
Thus, governments of all oil and gas 

producing countries face a short-term 
dilemma with long-term implications: 
Should they increase or decrease the 
level of their take? A number of factors 
infl uence this discussion:

• Attitude toward investors.
• Perception of industry costs.
• Perception of future opportunities.
If the attitude toward investors is 

generally favorable and open, govern-
ments (such as Indonesia and Norway) 
which have held fi scal terms stable 
through the roller coaster’s recent up-
ward climb may be expected to remain 
stable in the downturn. Others, which 
have demonstrated in the past that they 
will increase or decrease tax rates as 
conditions change, might reasonably be 
expected to undo some of their recent 
tax increases (such as the UK).

On the other hand, countries that ex-
perienced a surge of resource national-
ism during the upturn face a quandary. 
They now have a large stake in many 
projects which are rapidly losing value 
and which, in many cases, require 
substantial additional investment. As the 
funding of these projects reduces the 
government’s ability to fund social proj-
ects, there will be confl icting demands 
on a thinner purse. Capital investment 
in oil and gas projects in these countries 
could dry up, reducing future produc-
tion levels and allowing the vicious 
cycle to continue. 

In the past, this has resulted in gov-
ernments’ renewing opportunities for 
the private sector in new investment, 
ideally including a carry of the state’s 
equity. But a number of major obstacles 

capital expenditure to maintain exist-
ing production levels and develop new 
sources of production. The full-cycle 
costs of such investment greatly exceed 
ongoing production costs. For some 
of the more complex major sources 
of new production, such as Canadian 
oil sands and deep water, recent cost 
increases have pushed the full-cycle 
costs to near the current oil price, and 
projects are being postponed as a result. 
In mature basins, the small size of 
new fi elds results in much higher unit 
capital and operating costs than pre-
vail for legacy assets. Even the lowest-
cost countries of the Organization of 
Petroleum Exporting Countries say they 
cannot invest at $40/bbl and late last 

the industry, which thus becomes an 
easy target for higher taxes. 

The recent US budget proposals 
provide a good example of a govern-
ment seeking to raise additional tax 
revenue ($31 billion) from its upstream 
industry despite the low-price, high-
cost environment. These proposals have 
been accused of exacerbating already 
low investor confi dence in US activity, 
which is suffering from the combina-
tion of tight credit availability and lower 
commodity prices. Drilling activity in 
the US has plunged (Fig. 4).

 Targeting existing production profi ts 
for additional tax revenue overlooks the 
need for a large proportion of those 
profi ts to be plowed into ongoing 
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The message that normally accompa-
nies such proposals is that the oil indus-
try is enjoying certain incentives which 
are no longer merited. But the industry 
regards these as necessary to balance the 
extremely high risks, capital intensity, 
and long delivery times of oil and gas 
projects, all of which make them dif-
ferent from big investment projects in 
other industries.

In addition, oil and gas projects are 
normally subject to a variety of other 
fi scal levies that are not applicable to 
other industries. So any benefi cial treat-
ment in the standard tax terms may be 
viewed in part as compensation for this. 
Ultimately, however, the main point is 
that reductions in cost allowances—
particularly those related to exploration 
and development expenditures—will 
reduce investors’ returns and possibly 
decrease investment.

Some countries are also seeking to re-
duce cost allowances for tax while taking 

stand in the way of this process in the 
near future:

• Citizens and politicians had just 
become accustomed to being resource 
owners and minimizing the role of the 
private sector. It is too soon to begin to 
climb down from that position.

• The number of private investors 
with access to capital to fund the invest-
ments has fallen dramatically.

• Those companies that remain well 
funded will view any opportunities 
with great caution and anxiety, follow-
ing the investment instability of recent 
years.

Thus, inviting the companies back in 
may not be easy. In fact, some govern-
ments have suggested they may even 
go the other way and nationalize the 
industry in order to remove completely 
any remaining private sector profi t. But 
even if governments do decide to work 
more closely with oil companies, any 
fi scal incentives that they offer are not 
guaranteed to generate investment, and 

they might be regarded as not worth 
the paper they’re written on if terms 
have been radically altered in the recent 
past.

…And turns
Governments are perturbed by 

the high levels of cost infl ation in the 
industry. While prices were also rising 
they could mostly live with it, but now 
that prices are much lower govern-
ments’ attention is turning to these 
costs as a source of depriving them of 
revenue.

A number of moves have been pro-
posed that will cap, reduce, or even disal-
low certain costs from being recovered 
from revenue. Thus, tax rates can be left 
alone, but the tax base is increased along 
with government revenues. Alaska, for 
example, introduced a cap on Prudhoe 
Bay operating expenses in its 2007 tax 
changes, and the recent US federal tax 
proposals increase the depreciation pe-
riod for drilling expenditure. 
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Key principles
Some of the key principles that gov-

ernments should consider when revis-
ing fi scal regimes are as follows:

• Tax rates that respond automati-
cally to price changes—such as price-
linked windfall levies—are far more 
likely to create an investment environ-
ment without ad hoc fi scal changes 
than fl at tax rates.

• Fiscal terms levied on project 
profi ts rather than on revenues are 
less likely to result in developments 
being postponed or production being 
brought to a premature end on mar-
ginal fi elds.

• Focusing fi scal incentives (such 
as capital allowances) on incremental 
investment in older, producing fi elds 
for tax purposes provides an incentive 
to continue investing in these legacy 
assets. Producers which are not reinvest-
ing profi ts from such production will 
then be subject to higher effective tax 
rates than those which are continuing 
to invest.

• Increasing local content could be 
helped by adding an uplift allowance to 
these costs but not by disallowing costs 
spent overseas, which may be the only 
source of appropriate equipment.

There are many peaks, troughs, dips, 
and twists yet to come on the fi scal roll-
er coaster. It remains to be seen which 
governments will work with investors 
to keep investment on the track. ✦

the opportunity to create incentives for 
local content by restricting deductions 
to costs incurred outside the country. 
Nigeria’s 2008 Petroleum Industry Bill, 
for example, proposes the restriction of 
deductible overseas expenditure to 80% 
of the total amount spent. Kazakhstan 
has also proposed updating existing 
contracts to make purchasing from local 
suppliers mandatory rather than simply 
allowing oil companies to purchase lo-
cally when they can.

This fi scal targeting of costs adds to 
operators’ need to take back control of 
the supply chain and reduce costs. The 
message that operators are sending to 
suppliers is quite clear: “The price has 
gone back down to 2004 levels, and 
so should your rates.” But how quickly 
they can achieve their goal remains to 
be seen. Many current contracts have 
been signed on a multiyear basis, based 
on rates that were at an all-time high. 
Companies trying to renegotiate or 
simply reneging on these contracts will 
be guilty of the same charge they have 
made of some governments in recent 
years: disregarding the sanctity of con-
tract terms.

Is stability achievable on the fi scal 
roller coaster?

Any fi scal system needs to cater to a 
wide array of project economics, from 
existing production in legacy fi elds and 
incremental investment in these fi elds 
to maintaining production through to 
wildcat exploration in frontier areas. 
Even without a volatile price and cost 
environment, the range of risk-reward 
profi les in most countries is vast. 
Consequently, trying to apply one set 
of fi scal rules to all projects is unlikely 
to succeed, as is any attempt to apply 
lower or higher taxes across the board.

Governments and investors seeking 
to achieve stability on the fi scal roller 
coaster will need a fl exible set of terms 
that acknowledge (a) the government’s 
demand for a high share of profi ts 
when economics are robust and (b) 
the investor’s need for incentives to 
maintain investment in more diffi cult 
situations.

The author
Graham Kellas is vice-president 
of upstream consulting at Wood 
Mackenzie. He is a recognized 
authority in the analysis and 
design of petroleum fi scal re-
gimes. Kellas has advised several 
governments and national oil 
companies on fi scal policy, 
including, most recently, New-
foundland and Labrador, Nigeria, and The Nigeria-
Sao Tome Joint Development Authority. He has also 
provided consulting advice to many international 
oil companies on prospect evaluation and fi scal and 
contract negotiation strategy. At Wood Mackenzie, 
Kellas has designed and managed several multicli-
ent studies benchmarking global fi scal terms and 
economics, including “Government Take” (2007) 
and “Petroleum Fiscal Systems” (due for release 
later in 2009).

RIIA: West has exaggerated

fear of Asia over African oil
the Nigerian and Angola oil sector, the 
reality is different,” said the RIIA report 
authors, adding that “these fears were 
highly exaggerated.”

The report noted that the presence 
of Asian oil and gas companies in 
Africa is comparatively recent and that 
in the face of such new competitors, 
established Western oil majors still 
“dominate production and hold the 

Eric Watkins
Oil Diplomacy Editor

Western fears about increasing Asian 
interest in securing African oil resources 
are highly exaggerated, according to a 
recent report by the UK’s Royal Institute 
for International Affairs (RIIA).

“In spite of fears expressed in West-
ern capitals about an Asian takeover in 
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I
reland’s oil and gas industry has 
been out of the news for a while, 

but its back as disagreement con-
tinues in County Mayo over Royal 
Dutch Shell PLC’s Corrib gas pipeline 
project.

Irish planning offi cials were due 
to release their decision on Aug. 10 
concerning Shell’s application to 
change the route of the onshore sec-
tion of the Corrib gas pipeline, but 
they deferred the decision to a later 
date.

An Bord Pleanla said the complex-
ity of the case had held up the in-
spector’s report, which is expected to 
run into hundreds of pages, and that 
a new date of Oct. 23 has been set 
for the decision—although it could 
come sooner.

The announcement came just a 
day or two ahead of a report by mon-
itoring consultants for Minister for 
Energy Eamon Ryan that the spillage 
of a chemical additive and some oil 
during construction at the Corrib gas 
landfall had “no ecological impact.”

Spillage reported
For its part, Shell EP Ireland said a 

full incident report “is being com-
pleted” into the accidental spillage of 
a “mixture of liquids, including cor-
rosion inhibitor dye” at the landfall 
works site at Glengad on July 29.

The spillage, estimated at 20 l. by 
EirEco, the Minister’s environmen-
tal consultant, and at 15 l. by Shell, 
fl ushed into a fully enclosed trench 
where it mixed with rainwater.

Shell said an environmental re-
sponse team pumped the liquid out 
of the trench into sealed containers, 
which were removed to a waste facil-

ity and that the liquid is biodegrad-
able.

The chemical additive is used as 
part of hydrotesting of the 83 km 
offshore pipeline, which has now 
been laid in full from Glengad out to 
the manifold at the Corrib gas fi eld.

Protestors jailed
While one accepts the govern-

ment’s explanation of “complexity” 
as the reason for delaying its deci-
sion over the Corrib line, news of 
the spillage would not have helped 
Shell’s cause at all, especially given 
the jailing of local protestors at the 
same time.

That came on July 31, when so-
called Shell to Sea campaigners Maura 
Harrington and Niall Harnett were 
sentenced at Bellmulet District Court 
to 4 months each in jail for failing to 
comply with the directions of a garda 
or policeman.

Harnett was sentenced to an addi-
tional 4-month period after assault-
ing a garda last year at Glengad.

Meanwhile, several other protes-
tors are awaiting sentence, with more 
than 50 people estimated to have 
recently come before the courts, or 
are due to, in connection with the 
protest campaign.

Shell to Sea spokesman Terrence 
Conway said, “The increased pressure 
from the state in support of Shell will 
not stop opposition to this pipeline. 
If they get away with this behavior 
then no community in the country 
will be safe from such activity.”

There can be little doubt that the 
protests will continue. We’ll report 
back when An Bord Pleanla reaches 
its decision over the line. ✦

Corrib project

delayed again

majority of reserves.”
The report, entitled “Thirst for Afri-

can Oil,” concludes that neither Nigeria 
nor Angola fi ts the stereotype of weak 
African states being ruthlessly exploited 
by resource-hungry Asian tigers.

In Nigeria’s case, a cash-hungry 
political class sought to profi t from its 
Asian partners’ thirst for oil, while in 
Angola the relationship with China was 
nurtured in a pragmatic, disciplined 
way to the mutual advantage of both 
countries.

The report also compares the ex-
periences of Chinese companies with 
those of India, South Korea, and Japan 
and assesses the growing competition 
between China and India where China’s 
deeper pockets have put a brake on 
India’s ambitions.

Some of the report’s other key points 
include:

• Neither Nigeria nor Angola has re-
lations with Asian countries that fi t the 
stereotype of weak African states being 
ruthlessly exploited by resource-hungry 
Asian tigers. In Nigeria’s case, the 
Asian-tiger stereotype was turned on 
its head as a cash-hungry political class 
sought to profi t from its Asian partners’ 
thirst for oil. In Angola, by contrast, the 
relationship with China was nurtured 
with care and grew steadily in a prag-
matic but disciplined way to the mutual 
advantage of both countries.

• It is not possible to generalize 
about the impact of Asian oil companies 
in Africa, but it is clear that vastly differ-
ent political cultures and practices have 
a strong bearing on determining impact 
and outcomes. While Nigeria was 
playing politics with its Asian partners, 
Angola was driven by economic neces-
sity to quickly access funds to fi nance 
its post-war recovery. Nigeria simply 
lacked the imperative. As a result, the 
oil-for-infrastructure concept worked in 
Angola but not in Nigeria.

• Many of the general assump-
tions about Asian involvement in Africa 
need to be revisited. The failure of the 
oil-for-infrastructure deals in Nigeria 
was not due to chicanery by the Asian 
oil companies but rather to the failure 
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Gerard’s e-mail revealed how seri-
ously the oil and gas industry is taking 
the possibility that the US might adopt 
a carbon cap-and-trade program to ad-
dress global climate change, however. 
“The objective of these rallies is to put 
a human face on the impacts of un-
sound energy policy and to aim a loud 
message at those states’ US senators to 
avoid the mistakes embodied the House 
climate bill and the Obama administra-
tion’s tax increases on our industry,” it 
said.

Nick Snow
Washington Editor

A coalition of more than 100 organi-
zations, including at least 15 oil and gas 
groups, plans to hold rallies in about 20 
states to express concerns about pro-
posed federal clean air legislation before 
Congress returns from its August recess.

The group’s plans, which were ini-
tially reported in an Aug. 16 Washington 
Post article, were contained in an e-mail 
message from American Petroleum 

Institute Pres. Jack N. Gerard to chief 
executives of API’s member companies 
that environmental organization Green-
peace distributed on Aug. 17.

An API spokeswoman verifi ed that 
the document was genuine but said that 
the organization was not sponsoring 
the effort known as Energy Citizens. 
“It’s a number of organizations includ-
ing trucking, seniors, farmers, and 
other groups which agrees that we need 
affordable energy and we can’t lose 
American jobs,” Cathy Landry told OGJ.

agenda, Angola’s version of the oil for 
infrastructure scheme has been much 
more successful for both sides. ✦

of the Obasanjo government to man-
age the scheme. By contrast, Angola has 
on the whole managed its relationship 

with China and its oil companies to its 
benefi t in spite of occasional hiccups 
along the way. With less of a political 

Egyptians protest sale of natural gas to Israel
Nasr Farid Wassil, former Grand Mufti 
of Egypt, who added, “All economic 
relations with such a country should 
be severed.”

Meanwhile, reports of opposition 
to the new agreement coincide with 
word that the joint tenders commit-
tee of Israel’s National Infrastructure 
and Finance ministries has issued a 
prequalifying tender for an offshore 
LNG receiving terminal at a location yet 
to be determined.

The committee has set a target date 
of October 2013 for the start-up of the 
new terminal, which will have a receiv-
ing capacity of 4 bcm/year and will 
be operated under a 20-30 year build, 
operate and transfer contract.

The tender specifi es that the winning 
bidder operate and maintain the receiv-
ing terminal, as well as provide storage 
and regasifi cation facilities.

After advancing the startup date of 
the proposed terminal due to concerns 
that Israel may soon face a shortfall in 
gas supplies, the joint tenders com-
mittee plans to announce the winning 
bidder by yearend 2010. ✦

Eric Watkins
Oil Diplomacy Editor

The Egyptian-Israeli consortium 
Egyptian Mediterranean Gas (EMG) has 
fi nalized terms of an agreement to sup-
ply natural gas to Israel’s Dorad Energy, 
revising an agreement initially struck in 
2007.

Under terms of the revised agree-
ment, EMG will supply 12.5–16 billion 
cu m (bcm) of gas to Dorad Energy 
over 17–22 years at a reported cost of 
$2.1–3.3 billion.

But opposition has mounted to the 
new agreement in Egypt, with critics 
saying that the gas is being sold to Israel 
at prices considerably lower than those 
found on the international market.

Indeed, Ibrahim Zahran, a mem-
ber of a coordinated campaign against 
exports of Egyptian gas to Israel, said 
the gas is almost as greatly underpriced 
in the new agreement as it was in the 
fi rst one.

Zahran said the fi rst agreement called 
for a price of $1.25/MMbtu, saying it 
was about one tenth of the international 

market price of $15/MMbtu.
Zaharan said the second agreement 

is not much better even with the price 
at $1.75/MMbtu since international 
rates remain at $15/MMbtu. In Zahran’s 
view, such vastly reduced prices mean 
that Egypt is subsidizing Israeli gas 
purchases.

Zahran’s statements came in response 
to earlier remarks by Egyptian Presi-
dent Hosni Mubarak, who said after the 
signing of the new agreement: “Egypt 
is not selling gas to Israel at reduced 
prices, as some are claiming.”

According to Mubarak, the govern-
ment “made revisions and amend-
ments of current gas contracts with all 
countries in order to maximize profi t 
for Egypt.”

Other critics are not concerned about 
the price of the gas, saying on political 
grounds that Egypt should not be sell-
ing anything at all to Israel.

“It is absolutely forbidden that we 
support a country currently at war 
with Islam and Muslims, and which 
occupies the land of Palestine,” said 

Coalition planning rallies against cap-and-trade program
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‘Energy Citizen’ campaign’s objective 
is to defeat climate change regulation,” 
Phil Radford, Greenpeace’s US execu-
tive director, said in an Aug. 12 letter 
to Gerard. This would be contrary to 
several prominent API members’ public 
support for climate action, including BP 
PLC, Royal Dutch Shell PLC, and Cono-
coPhillips, which are members of the 
US Climate Action Partnership (USCAP), 
he added.

“We support the effort. Some organi-
zations say that API is opposed to any 
kind of climate legislation. That’s not 
true. The opposition is to the House 
legislation, and anything that looks 
like it in the Senate because it’s hugely 
discriminatory to transportation fuel 
consumers and refi ners. We support 
adoption of a bill to reduce greenhouse 
gas emissions, but in a manner that 
is transparent, protects jobs, provides 
affordable energy, and continues to 
provide for US economic growth,” said 

On June 26 the US House, by 
a vote of 219 to 212, appoved HR 
2454, which has such a provision as 
its centerpiece. Energy and Commerce 
Committee Chairman Henry A. Wax-
man (D-Calif.) and Edward J. Markey 
(D-Mass.), who chairs the committee’s 
Energy and Environment Subcommittee, 
cosponsored the measure. The US Senate 
is expected to consider the bill next.

‘Move aggressively’
“While such efforts are never easy 

and the risk of failure is never present, 
we must move aggressively in prepara-
tion for the post-Labor Day debate on 
energy, climate, and taxes,” Gerard said 
in his e-mail. He noted that API has 
identifi ed 11 states “with a signifi cant 
industry presence” and 10 other states 
“where we have assets on the ground” 
and that the US Chamber of Commerce, 
National Association of Manufacturers, 

and other nonoil and gas groups had 
joined the effort.

Other oil and gas associations listed 
as participants at Energy Citizens’ web 
site include the Independent Petroleum 
Association of America, the National 
Petrochemical & Refi ners Association, 
the National Ocean Industries Associa-
tion, the Permian Basin Petroleum Asso-
ciation, and the Texas Alliance of Energy 
Producers. Several states’ petroleum 
associations, and oil product marketing 
and convenience store groups also are 
involved.

“At the rallies, we will focus our 
message on two points: the adverse 
impacts of unsound energy policy (e.g., 
Waxman-Markey-like legislation, tax in-
creases, and access limitations) on jobs 
and consumer costs. And we will call on 
the Senate to oppose unsound energy 
policy and ‘get it right,’” Gerard said in 
his e-mail.

“It would logically appear that the 
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W
ith Congress in recess and the 
Obama administration concen-

trating on other issues, late summer 
is a good time to sample some oil 
and gas statistics.

From the latest US Bureau of La-
bor Statistics Consumer Price Index, 
released Aug. 14: After rising 4.2% 
in June, the transportation index 
increased 0.2% in July. Most of the 
moderation was due to the motor 
fuel index, which fell 0.4% in July 
after jumping 17.2% the previous 
month, the US Department of Labor’s 
statistical service said.

Petroleum import prices fell 2.8% 
during July after climbing 66.6% 
the previous 5 months, BLS said in 
another report. “Despite the jump 
between February and June, petro-
leum prices fell 49.9% over the past 
year,” it added.

BLS’s oil import price index fell 
1.6% last month from June’s level 
and came in 51.1% lower than the 
July 2008 fi gure, while its oil prod-
uct price index was down 1.6% and 
49.9%, respectively, for the same 
periods. Its natural gas import price 
index plunged 9.4% from June’s level 
and was 68.8% lower than in July 
2008.

WTI spot prices
How does that fi t with the US 

Energy Information Administration’s 
latest short-term energy outlook? It 
reported on Aug. 11 that the West 
Texas Intermediate oil spot price 
fell from $71.47/bbl on June 29 to 
$59.62/bbl on July 14 before re-
bounding to $71.59/bbl on Aug. 3.

In its monthly statistical bulletin 
for June, the American Petroleum 
Institute reported on July 16 that 

US petroleum product demand 
plunged to its lowest fi rst-half level 
in more than a decade as the sluggish 
economy continued to squeeze oil 
consumption.

Domestic crude and condensate 
production, meanwhile, grew 3.4% in 
2009’s fi rst half from the comparable 
period a year earlier, it added. Crude 
and product imports during 2009’s 
fi rst half were 7.6% lower year-to-year 
and 12% less than the comparable 
period 3 years ago, API said.

In a separate report on July 15, API 
said the number of US oil wells, gas 
wells, and dry holes drilled during 
the second quarter fell 46% year-to-
year.

Growth area
Oil and gas extraction employ-

ment within the BLS employment 
survey’s construction and extrac-
tion occupation sector in July was 
an estimated seasonally adjusted 
169,600 jobs, 500 more than June’s 
169,100 jobs and 6,900 more than 
July 2008’s 162,700 jobs.

It was the 67th consecutive month 
of employment growth in the subsec-
tor since December 2003, when BLS 
listed 118,400 oil and gas extraction 
jobs.

The subsector does not cover the 
entire oil and gas industry: Gas plant 
operators and refi nery employees are 
part of the production sector, and 
wellhead pumpers and gas compres-
sor and pumping station operators 
come under BLS’s transportation 
and material moving sector. But the 
continuing oil and gas extraction 
job growth is curiously at odds with 
other government and industry statis-
tical indicators. ✦

An anomaly

among indicators

Red Cavaney, senior vice-president for 
government affairs at ConocoPhillips.

“At the end of the day, companies 
should protect the interest of their con-
sumers and shareholders. We expect that 
the bill which will come out of the Sen-
ate will look very different from what 
came out of the House. From feedback 
we’ve been hearing, people recognize 
some of the imbalances in the House 
legislation,” he told OGJ on Aug. 18. ✦

Nick Snow
Washington Editor

Magellan Ammonia Pipeline Co. and 
two of its former affi liates agreed to pay 
a $3.65 million civil fi ne to resolve fed-
eral water pollution charges stemming 
from two 2004 ammonia spills, the US 
Department of Justice and the Envi-
ronmental Protection Agency jointly 
announced.

DOJ and EPA said the company, 
which is part of Magellan Midstream 
Partners LP of Tulsa, and the two former 
operating units, Enterprise Products 
Operating and Mid-America Pipeline 
Co. (Mapco), both based in Houston, 
agreed to the settlement in a consent 
decree fi led in US District Court in Kan-
sas City, Kan.

In a complaint fi led jointly with the 
consent decree, the federal government 
alleged Magellan, which owned the 
pipeline, and operating fi rms Enter-
prise and Mapco were responsible for 
an anhydrous ammonia spill on Sept. 
27, 2004, near Blair, Neb., which killed 
1,000 fi sh along North Creek and a golf 
course pond, and a second spill on Oct. 
27, 2004, near Kingman, Kan., which 
killed 20,000 fi sh along a 12.5-mile 
section of Smoots Creek.

One person was hospitalized and 
others were evacuated following the 
fi rst spill, while the second pipeline 

Magellan settles

charges stemming from 

2004 ammonia spills

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

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

OIL GAS&
JOURNAL B

A

M SaGEF

OIL GAS&
JOURNAL B

A

M SaGEF

http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=P28E1
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13927&adid=logo


Oil & Gas Journal / Aug. 24, 2009 29

G E N E R A L  I N T E R E S T

Apparent high bids totaling more 
than $115 million were offered for 162 
tracts in the Western Gulf of Mexico 
during Lease Sale 210, reported the US 
Department of the Interior’s Minerals 
Management Service Aug. 19 in New 
Orleans.

MMS received 189 bids totaling just 
over $145 million from 27 companies 
at the sale. This compares with 423 bids 
received totaling $607 million from 53 
companies at the last western gulf sale 
(OGJ, Aug. 25, 2008, p. 30).

The ultradeep water was a big draw 
at the sale. Of the tracts receiving bids, 
94 blocks were in 800-1,600 m of 
water, 10 were in 1,600-2,000 m of 
water, and 16 were in more than 2,000 
m of water.

This latest sale offered 3,435 blocks 
covering more than 18 million acres 
in the western gulf’s Outer Continental 
Shelf planning area off Texas.

Based on the number of total ap-

ment entities said. Magellan presently 
operates the ammonia pipeline, hav-
ing terminated its operating agreement 
with Enterprise and Mapco in 2007, 
they noted.

They said the consent decree is sub-
ject to a 30-day public comment period 
and approval by the federal court. A 
copy is available online at DOJ’s web 
site at www.usdoj.gov/enrd/Consent_
Decrees.html. ✦

rupture created a vapor cloud 40 ft high 
and also resulted in evacuations, the 
complaint said. It added the companies 
violated the federal Comprehensive 
Environmental Response, Liability, and 
Compensation Act by not immediately 
notifying the National Response Center 
about the spills.

Under the settlement’s terms, DOJ 
and EPA said Magellan agreed to spend 
an additional $550,000 on improve-

ments to prevent or minimize releases 
along selected segments of its pipeline 
system and will establish a program to 
minimize third-party damage to the 
system.

It also promised to make a series of 
required improvements in its employee 
training, leak response procedures, and 
protocols for detecting and responding 
to leaks and ruptures, the two govern-

CFTC to examine CCE’s carbon fi nancial instrument
CFTC said it is conducting the review 

after initially evaluating information 
that CCE provided indicating that the 
carbon fi nancial instrument several 
statutory criteria for a signifi cant price 
discovery determination. It will accept 
public comments for 15 days following 
its Aug. 14 publication in the Federal 
Register of a notice of intent about the 
examination. ✦

Nick Snow
Washington Editor

The US Commodity Futures Trading 
Commission will examine whether a 
carbon fi nancial instrument that trades 
on the Chicago Climate Exchange (CCE) 
performs a signifi cant price discovery 
function, CFTC said Aug. 17.

This will be the second time the 
commission uses authority it received 
on Apr. 22 to determine if a specifi c 
transaction, contract, or agreement 
traded on an exempt commercial mar-
ket (ECM) performs a signifi cant price 
discovery function, CFTC Chairman 
Gary G. Gensler said. If its investigation 
fi nds that a fi nancial instrument fi ts that 
description, the ECM must comply with 
position limits, reporting requirements 
and other rules under the Commodity 
Exchange Act with respect to the trans-
action, contract, or agreement.

It ruled on July 24 that the InterCon-
tinental Exchange’s Henry Hub natural 
gas contract performed a signifi cant 
price discovery function based on its 
high average daily trading volume, its 
reliance on the New York Mercantile 
Exchange’s physically-delivered gas 
futures contract, and trader usage of 
the ICE contract’s prices. ICE declared 
itself a registered CFTC entity 3 days 
later and announced that it would begin 
submitting enhanced market statistics 
for its cash-settled Henry Hub gas swap 
market to the commission immediately.

CCE operates North America’s only 

cap-and-trade system for six green-
house gases, according to information 
at its web site at www.chicagoclimatex.
com. Members voluntarily agree to 
meet annual greenhouse gas reduction 
targets. Those who come in below those 
targets can sell or bank surplus allow-
ances, while those who come in above 
the targets can buy CCE carbon fi nancial 
instrument contracts, it said.

Western GOM lease sale attracts 

$115 million in apparent high bids

TOP 10 COMPANIES BY SUM

OF APPARENT HIGH BIDS

Table 1

Total
Rank, high Sum of
company bids high bids, $

1. BP Exploration
   & Production Inc. 37 50,634,191
2. ConocoPhillips 22 15,172,500
3. Petrobras America Inc. 4 10,000,000
4. ChevronUSA Inc. 26 9,075,343
5. ExxonMobil Corp. 17 8,587,021
6. Focus Exploration Inc. 15 4,732,858
7. Anadarko E&P Co. 5 4,367,544
8. Castex Offshore Inc. 3 1,912,000
9. Contango
   Operators Inc. 3 1,651,000
10. SWEPI LP 3 1,499,426

Source: US Minerals Management Service
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unexpected occurs or the market is 
disrupted elsewhere,” it said. Refi ners 
also stockpile products to prepare for 
planned outages so they will not come 
up short while the plant work is going 
on, it added.

Unplanned outages, on the other 
hand, were associated with gasoline 
price increases, but the increases were 
generally small and depended on key 
factors, including whether the gasoline 
was branded or unbranded and the type 
of gasoline being sold, according to the 
report.

It said that GAO’s examination 
found that wholesale gasoline prices 
rose more for unbranded than branded 
customers following an unplanned 
interruption. “Specifi cally, we found 
that for conventional gasoline, the 
most common and widely available 
blend, unbranded gasoline had an 
average 0.5¢/gal increase associated 
with unplanned refi nery outages, while 
branded gasoline had a smaller increase 
of about 0.2¢/gal,” it said.

This suggested that, as some traders 
and other market participants had told 
GAO’s researchers, refi ners generally 
give priority to customers with long-
term supply contracts, which typically 
are for branded outlets, during un-

Nick Snow
Washington Editor

While most refi nery outages have 
modest, if any, price impact, analysis of 
the relationship could be improved, the 
Governmental Accountability Offi ce said 
in a recent report. Gaps in federal data 
limit analyses of outage price effects 
and other issues, it said.

The report recommended that the US 
Energy Information Administration ad-
ministrator convene a panel from other 
government agencies, the oil industry, 
public stakeholders, and other analysts 
and data users to fi nd ways to improve 
available information.

It said that on rare occasions, events 
such as Hurricanes Katrina and Rita in 
2005 can put enough refi ning capacity 
out of commission to have an obvi-
ous impact on prices. “While extreme 
outages can cause large temporary price 
increases, such events were relatively 
uncommon during the period of our 
analysis,” the report said.

During the period from 2002 
through September 2008 in which GAO 
examined US wholesale prices across 75 
US cities, the report said that of about 
1,100 unplanned outages evaluated, 
99% were associated with unbranded 

wholesale price increases of no more 
than 32¢/gal, and 75% were linked to 
increases of less than 6¢/gal in affected 
cities.

Planned outages, where refi neries are 
shut down for maintenance or equip-
ment upgrades, generally did not have a 
signifi cant effect on wholesale product 
prices, it continued. Such shutdowns 
typically come when demand is season-
ally down and interspersed among 
refi ners and refi neries, it said.

Planned in advance
“In addition, the equipment and 

labor are generally booked months, 
or even years, in advance, and can be 
arranged with those customers with 
whom the refi ners have long-term 
contracts at a cost less than would be 
required in an emergency or unplanned 
situation,” GAO’s report said.

It said that oil industry representa-
tives also told GAO’s researchers that 
because a refi nery must draw on a lim-
ited number of equipment manufactur-
ers and skilled laborers, its maintenance 
plans eventually become public knowl-
edge. “In this case, the market ‘expects’ 
the outage to occur; therefore, planned 
outages do not generally trigger signifi -
cant price responses unless something 

22 total high bids totaling $15 mil-
lion.

BP E&P placed the highest single bid 
for a block—$28.1 million for Keathley 
Canyon Block 96, which lies in more 
than 3,000 m of water.

The second and third highest single 
bids were placed by Petrobras America 
Inc. and BP E&P, respectively. Petrobras 
bid $9 million for Keathley Canyon 
Block 223 in 800-1,600 m of water. 
BP bid $5 million for Keathley Canyon 
Block 180 in 800-1,600 m of wa-
ter. ✦

parent high bids 
submitted, BP 
Exploration & 
Production Inc. 
topped the list 
with 37 bids 
totaling $50 
million. Chevron 
USA Inc. placed 
the next highest 
amount of ap-
parent high bids, 
26, totaling $9 
million.

ConocoPhil-
lips Co. placed 

TOP 10 TRACTS BY HIGH BID Table 2

Water
Rank, company Block depth, m High bid, $

1. BP Exploration
   & Production Inc. Keathley Canyon 96 800-<2,600 28,133,843
2. Petrobras
   America Inc. Keathley Canyon 223 800-<1,600 8,122,000
3. BP Exploration
   & Production Inc. Keathley Canyon 180 800-<1,600 5,133,843
4. ConocoPhillips Alaminos Canyon 476 800-<1,600 3,060,000
5. BP Exploration
   & Production Inc. East Breaks 875 800-<1,600 2,933,843
6. ConocoPhillips East Breaks 406 400-<800 2,550,000
7. Anadarko E&P
   Co. LP East Breaks 729 800-<1,600 2,249,351
8. BP Exploration
   & Production Inc. Garden Banks 841 800-<1,600 1,933,843
9. Chevron USA Inc. Alaminos Canyon 774 >2,000 1,462,076
10. Anadarko E&P
   Co. LP
    Nexen Petroleum
   Offshore USA Inc. Garden Banks 448 400-<800 1,415,200

Source: US Minerals Management Service

GAO considers refi nery outage impact data gaps
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gresswww.deepoffshoretechnology.com 

CAN YOU AFFORD TO MISS THE INDUSTRY’S MOST 

IMPORTANT DEEPWATER EVENT?

REGISTER ONLINE TODAY AT WWW.DEEPOFFSHORETECHNOLOGY.COM

DOT International is the largest, most prestigious exhibition and conference on deepwater 

technology.  As the industry’s premiere event, DOT International thrives on providing 

attendees with up to date information and key industry developments.

Why Attend DOT International?
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engineers from major and independent E&P companies.
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frontier environment delivered by key personnel involved in   

groundbreaking projects.
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the strategic level with case studies and reports on application   

technologies.
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around the globe with input from major, independent, and state-owned   

operators and producers.

To register and for more information, log on to www.deepoffshoretechnology.com

REGISTER BEFORE 

30 SEPTEMBER & SAVE $100
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United States, it noted. Since the US En-
vironmental Protection Agency oversees 
regulation of pollutants, it can grant 
waivers to allow product markets to be 
more quickly supplied during emer-
gencies. EPA also oversees the reformu-
lated gasoline program and the federal 
renewable fuel standards.

The US Department of Transporta-
tion’s Pipeline and Hazardous Materi-
als Safety Administration deals with 
pipeline safety and establishes standards 
for crude oil and product transportation 
by pipeline, while the Federal Energy 
Regulatory Commission monitors en-
ergy markets and regulates interstate oil 
pipelines’ rates and practices, according 
to the report.

“In some cases, the individual agen-
cy efforts have resulted in the collection 
of information that does not necessarily 
meet the data needs of other agencies 
or analysts who monitor petroleum 
product markets,” it said. “For example, 
federal reporting efforts have evolved 
such that EIA maintain primary respon-
sibility for collecting information on 
total gasoline supply, including gaso-
line blendstocks, while EPA maintains 
primary responsibility for capturing 
another characteristic, RVP, of certain 
gasoline blendstocks.”

Making publicly held data complete 
and useful, as well as reducing costs, 
will require each agency to be aware 
of its part in the overall data picture as 
well as its data’s usefulness beyond the 
agency’s immediate mission, the report 
said. “Continued and improved coordi-
nation between such agencies, includ-
ing EIA, EPA, DOT, and FERC, could 
improve the collective understanding 
and oversight of the refi ning industry 
and petroleum product markets,” it sug-
gested.

The report recommended that the 
EIA’s administrator assemble a panel of 
representatives from these and other 
federal agencies, the oil industry, public 
stakeholders, and other analysts and 
data users to develop a coordinated in-
teragency strategy for closing data gaps. 
It said that such a panel could assess the 
costs and benefi ts of collecting more 

Federal data gaps
The report said that while agencies 

are taking steps to improve their data 
collection, existing federal data contain 
gaps which limit analyses of refi nery 
outages’ impacts on oil product prices 
and which, in some cases, do not refl ect 
emerging trends.

“These data gaps created challenges 
to our, and another federal agency’s, 
analyses and ability to respond to con-
gressional inquiries,” it said. “Specifi -
cally, we were limited in this report in 
our ability to fully evaluate the price 
effects of unplanned outages at individ-
ual cities, and a city’s gasoline resupply 
options in the event of an outage.”

GAO researchers’ ability to evaluate 
price effects of unplanned outages in 
specifi c cities (such as Atlanta following 
Hurricanes Ike and Gustav) was limited 
because federal data do not link refi ners 
with the cities they serve, GAO said. 
Federal data exist for most other refi n-
ing activities, it observed.

The congressional watchdog service 
said that it eventually purchased data 
from an energy consulting fi rm, Baker 
& O’Brien, which it found suffi ciently 
reliable for the report’s estimates but 
not suffi ciently accurate to estimate ef-
fects in individual cities.

It said that the absence of key data 
also limits federal agencies’ ability to 
monitor the effects of emerging trends, 
such as the growing use of ethanol and 
other biofuels, in US oil product mar-
kets. “Specifi cally, we found that gaps 
in federal data do not allow agencies 
to track where gasoline blended with 
ethanol ultimately winds up in the fuel 
stream,” the report said. “Not having 
this information may be at odds with 
consumers’ interests.”

Many agencies involved
It suggested that the situation is 

further complicated by several agencies 
collecting refi ned product data. EIA col-
lects and analyzes data including supply, 
consumption, and prices of crude and 
products; inventory levels; refi ning 
capacity and utilization rates; and some 
product movements into and within the 

planned interruptions, the report said. 
In such conditions, unbranded inde-
pendent marketers may be forced to pay 
higher prices to obtain product to sell, 
it said. “On the other hand, industry 
experts told us that unbranded sellers 
may be able to buy wholesale gasoline 
at lower prices than branded sellers 
during normal market conditions,” it 
added.

Special fuel blends
GAO’s examination also found that 

special fuel blends with characteristics 
such as unusual oxygenate require-
ments, lower Reid Vapor Pressure 
requirements, or unusual oxygenate/
RVP combination may be more price-
sensitive to unplanned outages, the 
report said. 

“Specifi cally, the largest price dif-
ferences between our conventional 
gasoline base case and special gasoline 
blends were for CARB without oxygen-
ate and conventional gasoline blended 
with 10% ethanol and a 7.0 RVP,” it 
said. “In these instances, prices were 
about 10¢/gal and 8¢/gal higher than 
our base case.”

The analysis also showed that a num-
ber of other special fuel blends’ prices 
did not increase signifi cantly more than 
conventional gasoline’s prices during 
unplanned interruptions, although 
this depended partly on whether the 
gasoline was branded or unbranded, 
GAO said.

“Finally, it should be noted that 
individual outages may have different 
effects on prices depending on a variety 
of [other] factors,” the report contin-
ued. It said that one possible example 
might be a large shipment of a special 
fuel blend from Canada or overseas.

The type of equipment involved in 
an unplanned outage also is impor-
tant, it said. A fl uid catalytic cracker, 
because it is used to maximize gasoline 
production, could be expected to have 
more impact if it went down than a 
hydrotreater designed to produce distil-
lates would, it said.

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

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

OIL GAS&
JOURNAL B

A

M SaGEF

OIL GAS&
JOURNAL B

A

M SaGEF

http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13927&adid=logo


Oil & Gas Journal / Aug. 24, 2009 33

one selling under his own brand. These 
conclusions are not at all surprising.

“We’re willing to talk about it. The 
devil in the details is how much you 
can get at, what it would cost, and any 
additional burdens that would be cre-
ated. But there’s a new EIA administra-
tor, and we’d be willing to discuss it,” 
Felmy told OGJ. ✦

“When a refi nery outage involves 
a specialized formula produced for a 
limited area, the price impact obviously 
is larger, for example,” he explained. 
“Also, the relationship of suppliers with 
branded and unbranded marketers is 
well known. Obviously, they would give 
preference to someone fl ying the com-
pany’s fl ag at retail outlets than some-

systematic information about which 
refi ners serve which cities, and more 
discrete information about petroleum 
products’ entry, fl ow, and exit through 
the US pipeline infrastructure. 

Other areas of inquiry
Such a panel also could identify 

additional data that could be used to 
track emerging market trends, such 
as the proliferation of biofuels and 
special blends, and assess the costs 
and benefi ts of collecting the informa-
tion. It could identify opportunities 
to coordinate federal data collection 
efforts, and areas where data collection 
is fragmented, such as multiple survey 
instruments collecting similar informa-
tion, to determine if these efforts could 
be consolidated and modifi ed to make 
the information more useful and more 
effi ciently collected, according to the 
report.

It said that EIA, after reviewing a 
draft of the report, supported the rec-
ommendations, including suggestions 
to review data adequacy, strengthen 
interagency coordination, and fully 
engage government, industry, and 
public stakeholders. EIA also indicated 
that it believes it has a strong program 
to address all those suggestions and is 
working with other agencies through 
established joint programs as well as 
informally to coordinate data collection.

The national energy statistical and 
analysis service also issued public 
notices on Dec. 9, 2008, and Feb. 28, 
2009, that it would review refi nery out-
age data, a task it expects to complete 
this fall. At that time, said GAO, EIA 
plans to publish its analysts’ assessments 
and recommendations for possible ad-
ditional data and seek further comment, 
and would consider using a panel along 
the lines GAO suggested in its report to 
determine future steps. 

Asked for his initial reactions to the 
report, American Petroleum Institute 
Chief Economist John C. Felmy said on 
Aug. 4 that much of what GAO found 
was a function of what API, which 
compiles its own data, has been talking 
about for some time.

Brazil contemplating changes in oil law
Paula Dittrick
Senior Staff Writer

Brazil’s President Luiz Inancio Lula 
da Silva expects to send proposed 
changes in the country’s oil laws to 
Congress within 2 weeks, he an-
nounced during an Aug. 18 speech in 
Rio de Janeiro state.

Specifi cally, Lula is contemplating 
laws that would regulate the exploration 
and development of a presalt oil region 
offshore. Discussions include possibly 
setting up a new state-owned company 
that would manage subsalt develop-
ment.

Previously, some concessions were 
granted to various oil companies, in-
cluding ExxonMobil Corp., BG Group, 
Hess Corp., and Royal Dutch Shell PLC 
as well as Brazil’s own Petroleo Brasil-
eiro SA (Petrobras).

Shell spokeswoman Kelly op de 
Weegh recently told Forbes.com that 
Shell is willing to work with the 
Brazilian government under “any new 
framework for the presalt region of the 
country.” She emphasized that Shell 
would “like to see an environment that 
continues to promote the competitive-
ness of the market, protects the trans-
parency and stability of the rules, and 
respects the contracts.”

Previously, Lula commissioned a 
task force to make recommendations 
on how to regulate the presalt region. 
Changes in the oil law are expected to 
need ratifi cation by Brazil’s Senate (OGJ, 
Apr. 13, 2009, p. 20).

Petrobras being investigated
Mark Jones, chairman of Rice Uni-

versity’s political science department, 
who specializes in Latin American 
politics, told OGJ that he believes Lula 
could run into snags as far as getting 
anything done now.

Brazil’s Senate is looking into ac-
counting practices by Petrobras. Mean-
while, legislative action in Brazil already 
has slowed because Senate President 
Jose Sarney is being investigated in a 
separate matter. Jones also noted that 
Brazil is slated for a presidential election 
next year.

Jones said Petrobras will need tech-
nical and fi nancial help in developing 
the presalt region.

“Petrobras is a professional company. 
It’s much less political than Pemex or 
PDVSA,” Jones said in reference to the 
state-owned oil companies in Mexico 
and Venezuela.

Michael R. Smith, chief executive 
of Energyfi les, a UK-based oil and gas 
production, consumption, and drilling 
activity forecasting service, said Brazil 
is looking for ways to manage effective 
resource development during years of 
volatile energy prices.

Smith said he expects new state-
owned Brazilian company would have 
little effect on international drilling 
contractors because any licensing 
company would have to hire rigs from 
somewhere. ✦
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OGMT North America

2009 Preliminary Program

Owned & Produced by:

8:30 am – 10:00 am

10:45 am – 12:15 pm

1:30 pm – 3:00 pm

 TUESDAY, SEPTEMBER 1, 2009

3:00 pm – 5:00 pm KEYNOTE/OPENING SESSION

 Ricky Smith, GPAllied, LLC

 WEDNESDAY, SEPTEMBER 2, 2009

8:30 am – 10:00 am SESSION 1:  TESTING

Automated Diagnostics of Instruments, Controls and Valves Using Existing Plant Data

 George Buckbee, ExperTune, Inc. 

 Web-Based 360-Degree Continuous Internal Corrosion Monitoring of a Multiphase

 Liquids Pipeline

 Sam Cauchi, FOX-TEK (invited)

 Paper Title & Speaker TBD

10:45 am – 12:15 pm SESSION 2:  DOCUMENT MANAGEMENT

  Pipe Handler Systems Struck by Lightening Results in 4 days of Downtime – How to Avoid 

This and Similar Drilling Control System Problems

 Nestor Fesas, Athens Group

Learn how you can implement your own successful software management process and start reaping the
 benefi ts now.

 Operations and Maintenance Portal

 Andrew Bourne, WayPoint Technologies

Still using a binder? O&M Portal: the web-based solution that allows you to effectively manage operations
 and maintenance anywhere in the world.

 Paper Title & Speaker TBD

1:30 pm – 3:00 pm SESSION 3:  ASSET MANAGEMENT APPROACHES I

 Measuring Sustainable Change

 David Army, CMRP, Strategic Asset Management

Today’s environment requires measurements that can predict, determine and infl uence desired outcomes rather 
than focusing on ony lagging or outcome indicators.  Measuring Sustainable Change will discuss the reasons 
why new performance measures are required and the need to include people and behavioral indicators back into 
the equations.

 Cost Effective Maintenance Strategies for an Uncertain Economic Business Climate

 Tracy Strawn, Marshall Institute

 Maintenance Performance Improvement & Contracting Strategies Roadmap – Practical  

 Case Studies

 Speaker TBD, i-Quantum Solutions

3:30 pm – 5:00 pm SESSION 4:  ASSET MANAGEMENT APPROACHES II

 Effective Planning Produces Millions in Processing Benefi ts

 Bill Christ, Maintenance Strategies Consultants (invited)

 Delivering Real Business Benefi ts by Aligning the Maintenance Activity with

 Corporate Objectives

 David Kirkwood, EC Harriss LLP (invited)

 Simulation Game

 Rodolfo Stonner, Petrobras America Inc.

 How to get an overall commitment to RCM practices through a stimulating and exciting simulation game, close 
enough to real world, depicting how these practices may really improve Production Losses, Budget Compliance 
and Manpower Utilization.
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September 1-3, 2009

New Orleans, LA

Hilton New Orleans Riverside

3 Easy Ways to Register

1.  online: www.ogmtna.com

2.  fax:  Direct 1-918-831-9161

or Toll-Free (US only) 1-888-299-8057

3.  mail:  PennWell Registration OGMT North 

America, PO Box 973059, Dallas, TX 

75397-3059 USA

Flagship Media Sponsors: Sponsored By:
®

 THURSDAY, SEPTEMBER 3, 2009

SESSION 5:  MAINTENANCE WORK PROCESSES

 Integrated Safe Systems of Work Management Delivers Best Practice

 Mike Neill, Petrotechnics

This presentation will deliver best practice of ensuring consistency in hazardous maintenance work execution 
across the entire )&G value chain (up-mid-downstream) by identifying, and implementing a uniform, 
enforceable & scalable approach to how all maintenance work is done at the frontline (job site).

 CMMS “Can Make Management Smile”

 Harry Baker, ENI Petroleum (invited)

 Implementing O&M Best Practices to Improve Plant’s Performance Right the First Time

 Jim Leitch, Fluor Global Services

This presentation will examine some strategies and best practices to implement early, while the new plant is 
being designed and built, in order for Ower/Operators to launch their production facilities on schedule, and 
with the right asset integrity and reliability work processes in place from Day #1.

SESSION 6:  MECHANICAL INTEGRITY

 Rehabilitation of High Pressure Pipe by an Internal Reinforcement Technology

 Stephen Catha, Smart Pipe Company Inc.

This paper presents the underlying technology for the design and manufacturing of a high-strengh 
thermoplastic composite material that is inserted in folded form into a degraded, high pressure, gas or liquid 
pipeline to restore its original operating pressure over long distances with minimal surface disruptions.

Risk Contingency Options For Fitness For Service Inspections and Repair of Degraded   

 Pressure Vessels and Piping

 Paul Manzon, PMC Engineering

Cost effective approaches in the analysis and repair of degraded pressure boundaries.

 Replacing Chemical Biocides with Targeted Bacteriophages in Oil and Gas Operations

 Neil Summer, Phage Biocontrol

SESSION 7:  FACILITY MAINTENANCE

  Use of Adhesively bonded Surface Mounted Fasteners to Reduce the Amount of Down-

Production Time During Maintenance

 Timothy Anderson, (invited)

 Produced Water Treatment Equipment: Repair or Replace?

 Frank Richerand, Sr, Enviro-Tech Systems LLC

Guide to determining whether produced water handling equipment should be repaired or replaced.

Paper Title and Speaker TBD

Speakers and/or presentation titles subject to change.

www.ogmtna.com

The Oil & Gas Maintenance Technology North 

America Conference and Exhibition is the 

premier event for maintenance and reliability 

technologies in North America and the Gulf 

of Mexico.    The first and only conference 

and exhibition of its kind in North America, 

OGMTNA is not to be missed. This unique 

opportunity will allow you to interact with 

a specialized audience of maintenance 

professionals from upstream to downstream.  

Register today for this highly-

anticipated event!

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

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

OIL GAS&
JOURNAL B

A

M SaGEF

OIL GAS&
JOURNAL B

A

M SaGEF

http://www.qmags.com/clickthrough.asp?url=www.ogmtna.com&id=13927&adid=P35A2
http://www.qmags.com/clickthrough.asp?url=www.ogmtna.com&id=13927&adid=P35A1
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13927&adid=logo


S P E C I A L

Exploration  and Development Frontiers

E X P L O R A T I O N  &  D E V E L O P M E N T

36 Oil & Gas Journal / Aug. 24, 2009

Exploration has persisted in some of 
the world’s remote and underexplored 
basins even in the face of weak oil 
prices at half or less than their level of a 
year ago.

Discoveries have also resulted as 
operators work to minimize the time 
elapsed between obtaining acreage and 
deriving revenue from hydrocarbons 
discovered, produced, and sold.

This ar-
ticle describes 
exploration 
projects in 
the Namibe 
basin off 
Namibia, the 
Flamingo

Trough between Australia and Timor-
Leste, several basins off southwestern 
Greenland, the Pelagian basin in the 

Mediterranean off Tunisia and Italy, the 
Mediterranean off Libya, and a remote 
area of the Western Canada Sedimentary 
basin in east-central Saskatchewan.

Namibe basin, Namibia
At least 6 months of data integration 

lie ahead for a group that made what 
appears to be a giant gas-condensate 
discovery off northernmost Namibia 
(Fig. 1).

Reservoir quality appears to be poor 
at the Kunene-1 discovery, but with 

only a single wellbore the group hopes 
that formation characteristics improve 
beyond the local area.

More drilling will be required to 
answer the question, but the group 
released the Deep Venture drillship, 
formerly Valentin Shushan.

Namibia’s Ministry of Mines and 
Energy released a statement saying that 
the Kunene-1 exploratory well in the 
Namibe basin “could contain a poten-
tial gas resource of up to 14 tcf.” 

Sintezneftegaz of Moscow operated 
the well, and a Moscow subsidiary of 
Schlumberger Ltd. that ran the tests 
and analyzed the results attributed the 
resource to an interval at 4,698-4,748 
m, the ministry said. TD is 5,052 m.

EnerGulf Resources Inc., Vancouver, 
BC, the only public company in the 
well, elected not to participate in the 

tests. EnerGulf, with 10% interest in 
960,000-acre Block 1711, said it did 
not receive a copy of the Schlumberger 
unit’s report and has not verifi ed the 
potential resource. EnerGulf said the 
resource “may not be compliant with 
NI 51-101.” 

EnerGulf said the joint operating 
agreement allows it to reinstate its pro-
rata rights in a commercial discovery in 
the interval that was tested by paying 
twice its share of the test’s costs. The 
company had previously said the well, 

Alan Petzet
Chief Editor-Exploration

 Remote, underexplored basins
 still objects of exploration
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where survey work has begun for a 
fi ve-well program. Drilling is to start in 
September 2009. Nordic has an 80% 
interest in 137,780 acres. 

have gas and oil 
potential in at least 
10 formations 
from the Second 
White Specs to 
the Winnipegosis 
sand. The area has 
no oil or gas pro-
duction.

Nordic will 
have the oppor-
tunity to earn 
an interest in 
153,600 acres of 
Hunt-owned land 
at Preeceville, 130 
miles northeast of 
Regina, Sask. The 
ensuing explora-
tion work on the 
lands will result in 
Hunt having the 
option to par-
ticipate on a 50-50 
go-forward basis 
with Nordic, or 
allow Nordic to 
retain a 100% interest in the land with 
Hunt earning a gross overriding royalty. 

Hunt’s acreage lies a few miles 
southeast of lands held by Nordic, 

the fi rst on the block, demonstrated the 
presence of hydrocarbons but prob-
ably will not be a commercial producer 
(OGJ, Aug. 18, 2008, p. 46).

The 6 months of analysis will involve 
integrating information from cuttings, 
well logs, and core samples and cali-
brating it to 3D seismic data, said Jeff 
Greenblum, chairman and chief execu-
tive offi cer of Energulf.

Other interests in the block are 
Sintezneftegaz 70%, PetroSA 10%, and 
Namibia’s state Namcor 7% carried. 

Vanco Energy Co., Houston, origi-
nally shot 2,000 km of 2D seismic and 
685 sq km of 3D seismic on the block 
before relinquishing its interests. 

The ministry said, “Seismic rein-
terpretation and reprocessing over the 
Kunene and Hartmann prospects have 
demonstrated that both these structures 
can be correlated with the Apto-Albian 
sediments of the South West African 
margin.

“There were gas shows in the Albian 
and Aptian sediments, confi rmed by 
wireline logging. It was not possible to 
fully evaluate the hydrocarbon potential 
of the penetrated section due to opera-
tional problems during testing. How-
ever, seismic interpretation suggests that 
alteration of the sediments by igneous 
activity may be localized to an area near 
the borehole, and therefore both the 
tested zones and some untested zones 
have great potential.” 

EnerGulf said it looks forward to 
continuing the exploration program on 
the remote block, 800 miles northwest 
of Kudu gas fi eld and several hundred 
miles south of the nearest production 
off Angola.

Saskatchewan, Canada
Hunt Oil Co., private Dallas inde-

pendent, and Nordic Oil & Gas Ltd., 
Winnipeg, Man., signed a strategic 
development agreement regarding gas 
exploration in east-central Saskatch-
ewan.

Nordic didn’t discuss specifi cs of the 
geology but has previously said that 
its lands, on the northeast fl ank of the 
Western Canada Sedimentary basin, 
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PROSPECTS ON NAMIBIA BLOCK 1711 Fig. 1

The Russian-owned Deep Venture drillship handled the drilling of the
Kunene-1 exploratory well for the Sintezneftegaz group on Block 1711 in
the Atlantic off Namibia. Photo by Jeff Greenblum, courtesy of EnerGulf
Resources Inc.
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[Atammik, and Lady Franklin blocks]
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[Kangerluk and Ikermiut blocks]

DONG, ExxonMobil, Chevron, Nunaoil
[Puilasoq block]
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[Orsivik block]

Cairn, Nunaoil
[Sigguk, Eqqua, and all four blocks

hugging SW Greenland coast]

PA Resources, Nunaoil
[Naternaq block]

GREENLAND’S OIL AND GAS LICENSES IN FORCE Fig. 2

Source: Modified from Bureau of Minerals & Petroleum

E X P L O R A T I O N  &  D E V E L O P M E N T

38 Oil & Gas Journal / Aug. 24, 2009

105 held by Eni 40%, Inpex of Japan 
35%, and Talisman Resources Pty. Ltd. 
25% (OGJ, Mar. 17, 2008, Newsletter). 
Kitan-2, 1.6 km east, went to TD 3,540 
m. Early estimates are that 30-40 million 
bbl of oil are recoverable from Kitan.

Eni’s proposed development area 
encompasses Kitan fi eld and a satellite 
closure, Kitan South, 1.5 to 2 km south. 
A development plan calls for producing 
three wells through an FPSO and pos-
sibly tieing in the 1996 Jahal and 2001 
Kuda Tasi marginal discoveries (OGJ 
Online, July 23, 2008). Jahal and Kuda 
Tasi hold a combined 10 million bbl 
recoverable.

Oilex’s agreement with Japan Energy 
is conditioned on the JPDA Designated 
Authority extending the contract which 
ends in January 2010 and approval by 
the authority and other participants 
who have preemption rights of the 
transfer of interest to Japan Energy.

After the conditions are satisfi ed, 
interests will be Oilex (JPDA 06-103) 
Ltd., operator, 10%, Global Energy Inc., 
GSPC (JPDA) Ltd., and Bharat PetroRe-
sources JPDA Ltd. 25% each, and Japan 
Energy E&P JPDA Pty. Ltd. 15%.

West Greenland basins
With only seven wells drilled, most 

of them in the 1970s, underexplored 
western Greenland has begun to attract 
exploration companies as deepwater 
drilling technology has emerged.

Cairn Energy PLC, Edinburgh, said, 
“The results of these wells, together 
with more recent onshore geological 
mapping over the past 15 years, have 
confi rmed the presence of all the essen-
tial elements required for the genera-
tion and trapping of hydrocarbons.”

The Bureau of Mineral Resources 
points out that two breakthroughs in 
the late 1980s and early 1990s changed 
industry’s appreciation of the area’s 
hydrocarbon prospectivity.

One was the realization that prospec-
tive sedimentary basins are much larger 
than was believed through the 1970s. 
The other was the discovery of exten-
sive oil seeps in the onshore Nuussuaq 
basin, whereas the area had been inter-

Block 06-103 identifi ed more than 20 
prospects and leads. Four of the pros-
pects are in less than 470 m of water.

The fi rst two targets and their mean 
prospective resources are Lore at 195 
million bbl and Lolotoe at 90 million 
bbl. 

Oilex noted that the area’s prospec-
tivity is implied by the discovery of 
Kitan oil fi eld by Eni SPA, for which a 
development plan has been submitted, 
and the Kuda Tasi and Jahal discoveries 
north of Kitan, Laminaria and Corallina 
fi elds to the west, and Bayu-Undan fi eld 
to the south.

Kitan-1 fl owed 6,100 b/d of oil on 
test. TD is 3,568 m. It is on Block 06-

Flamingo Trough, Timor Sea
A two-well exploration program 

could start as soon as late 2009 subject 
to rig availability on Block JPDA 06-103 
in the Timor Sea between northwestern 
Australia and Timor-Leste.

Japan Energy Corp. took a farmout 
from Oilex Ltd., Perth, to earn an inter-
est in the large Block JPDA 06-103 
production sharing contract. Oilex will 
remain operator of the PSC.

The block is replete with large struc-
tures off the northeast fl ank of oil fi elds 
in the Flamingo Trough (see map, OGJ, 
Apr. 27, 2009, p. 39).

Interpretation of 2,140 sq km of 
3D seismic over the central two-thirds 
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Tunisia-Italy offshore
AuDAX Resources Ltd., Perth, invited 

15 drilling contractors to bid to drill 
the Sambuca prospect in the Sicily 
Channel off Tunisia in the fi rst half of 
2010 using a semisubmersible rig. 

Sambuca is in the contiguous G.R15.
PU exploration permit northwest of 
Pantelleria Island off Italy and the Kerk-
ouane permit off Tunisia. It appears to 
be one of the largest undrilled struc-
tures in the Mediterranean Sea with a 
mean unrisked potential of 270 million 
boe recoverable. 

The prospect covers 60 sq km in 400 
m of water in the Pelagian basin north 
of Tazerka oil and gas fi eld. Main objec-
tive is the Miocene Birsa sandstone at 
1,440 m, and other targets are Miocene 
Ain Grab and Cretaceous Abiod as deep 
as 2,500 m.

Libya offshore
Operators have drilled two wells on 

Gulf of Sirte blocks acquired in Libyan 
licensing rounds.

sq km in 50-2,200 m of water.
Cairn shot 7,130 line-km of 2D seis-

mic in 2008 on the Sigguk and Eqqua 
blocks, which cover 23,024 sq km in 
the Baffi n Bay basin in 260 m to more 
than 1,000 m of water, and planned in 
2009 to survey a conceptual pipeline 
route from Sigguk to a peninsula just 
north of Disko Island.

About 3,000 line-km of 2D seismic 
were to be shot on the four blocks in 
the Cape Farewell region off south-
ernmost western Greenland in 2009 
following the 2,000 line-km taken in 
2008. An aerogravity and magnetic 
survey that began in 2008 was to be 
fi nished in mid-2009.

A planned government licensing 
round in 2010 is to cover eastern Baffi n 
Bay from north of the Sigguk block as 
far north as 75° N. Lat., near Kap York 
and Thule Air Base in Greenland east of 
Ellesmere in the Arctic Islands of Nu-
navut off Canada. A planned round in 
2012 extends along the East Greenland 
coast at similar latitudes.

preted previously 
as being gas prone.

“Modern 
understanding
suggests that the 
sedimentary basins 
offshore southern 
and central West 
Greenland cover 
an area of more 
than 200,000 
sq km, which is 
larger than the 
combined Viking 
Central graben sys-
tem of the North 
Sea,” BMR said.

As of mid-
2009, Greenland 
had granted 13 oil 
and gas licenses 
that cover a com-
bined 130,000 sq 
km, and a record 
of more than 
30,000 line-km 
of 2D seismic 
was shot in the 
summer of 2008. Controlled source 
electromagnetic surveys have also been 
run on several blocks.

Each of the 13 licensed blocks covers 
10,000 to 13,000 sq km (Fig. 2). The 
seven northernmost blocks lie above the 
Arctic Circle.

The blocks off western Greenland 
lie 900-1,600 miles north of nearest 
oil production on the Grand Banks off 
Newfoundland, although an estimated 
2.3 tcf of gas-condensate was discov-
ered in Paleocene sands as close as 300 
miles west at the Hekja O-71 well in 
1979-80 in Canadian waters off the 
south end of Baffi n Island (OGJ, July 
12, 1982, p. 145). Hekja has not been 
developed.

The Atammik and Lady Franklin 
blocks are EnCana Corp.’s only explora-
tion interests outside North America.

Cairn Energy PLC said its Capricorn 
Energy Ltd. subsidiary plans its fi rst oper-
ated exploratory drilling off southwestern 
Greenland in 2011. The eight blocks in 
which Capricorn’s interests total 72,000 

EXPLORATION AREA OFF LIBYA Fig. 3

Special Report
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A group led by the Braspetro BV 
international unit of Brazil’s Petroleo 
Brasileiro SA spudded the A1-18/01 
well in Area 18 about 75 miles east-
northeast of Tripoli in late May 2009 
using the Songa Saturn drillship (Fig. 
3).

The wildcat was designed to test 
the Caliph 3D seismic prospect that 
has several geological objectives to its 
planned total depth of 4,700 m. The 
license, which was awarded in 2005 
and expires in 2010, is in 300-700 m 
of water.

In early August, partner Oil Search 
Ltd., Sydney, said drillers were running 
in the hole to drill ahead in sidetrack 
No. 2 from a depth of 2,603 m after 
having encountered hole problems in a 
fi rst sidetrack.

Besides proven oil plays in Eocene 
and Cretaceous carbonates, the well 
targets new gas plays in Jurassic and 
Triassic clastics.

A second large lead is being worked 
up on reprocessed seismic and could 
form the basis for a second well, Oil 
Search said.

Block interests are Braspetro 70% 
and Oil Search (Libya) Ltd. 30%.

Meanwhile, ExxonMobil Exploration 
Co.’s Libyan affi liate spud a deepwater 
exploration well off Libya in late July.

The A1-20/3 well is being drilled in 
Contract Area 20 in the Sirte basin in 
the Mediterranean northeast of Misrata, 
Libya.

ExxonMobil Libya Ltd. didn’t give 
the water depth or projected depth of 
the well. It is using Noble Africa Ltd.’s 
Noble Homer Ferrington semisubmers-
ible capable of drilling to 30,000 ft in 
as much as 7,200 ft of water.

Elsewhere in Libya, the subsidiary 
has completed two 3D seismic surveys 
in offshore Contract Areas 20 and 21 
and three 2D seismic surveys in off-
shore Contract Areas 44, 20, and 21. ✦
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D R I L L I N G  &  P R O D U C T I O N

 Field cases illustrate
 MEOR effectiveness

Chang Hong Gao
Abdulrazag Zekri
Khaled El-Tarabily
UAE University
Al Ain, UAE

Microbial enhanced 
oil recovery (MEOR) 
projects carried out 
during the last 10 years 
provide a basis for 
characterizing the types 
of reservoirs suitable for 
MEOR applications.

This concluding part in a two-part 
series describes 10 fi eld cases involving 
221 producing wells in Malaysia, the 
US, Argentina, and China. The fi rst part 
(OGJ, Aug. 17, 2009, p. 39) discussed 
the ways microbes can enhance oil 
recovery.

Of the 10 fi eld cases discussed, most 
are in China.

Malaysia
Offshore Malaysia, Bokor fi eld re-

ceived MEOR treatments.1 The pro-
ducing reservoir in the fi eld has good 
50-4,000 md perme-
ability and produces 
viscous oil (see table 
below).

The operator 
injected bacteria 
solution into three 
production wells and 
then shut them in for 
5 weeks.

After production resumed, oil pro-
duction in one well increased to 1,500 
b/d from 600 b/d before the treatment. 
Water cut from this well declined to 

45% from 75% before the treatment.
The effects, however, only lasted 2 

weeks, and the other two treated wells 
showed no signifi cant response.

US
Operators in the US have reported 

very few MEOR fi eld cases in the past 
10 years, possibly because they have 
been reluctant to reveal their produc-
tion data.

In one reported project in Ala-
bama, the operator injected only 
nutrient (mixture of molasses, 
KNO

3
, and NaH

2
PO

4
) into the tar-

get reservoirs to feed indigenous 
microbes.2

The producing formation was 
the Carter sandstone at a 2,300-ft deep. 
The producing area had 20 injectors 
and 32 producers, producing 290 bo/d, 
60 Mscfd of gas, and 3,100 bw/d of 

water. The operator 
injected nutrient 
into only four of the 
injectors.

By yearend 1996, 
8 of the 15 connect-
ed production wells 
showed a positive 
response.

Carbon number 
analysis indicated the wells produced 
extra oil from previously unswept reser-
voirs, which indicates selective plug-
ging as the EOR mechanism.

MEOR FIELD TRIALS

No. of Reservoir Reservoir
Location Reference Oil fi eld No. of wells positive wells temp., °C. permeability, md

Malaysia 1 Bakor 3 producers 1 48 50-4,000
US 2 North Blowhorn 4 injectors and 8 <55 0.7-141

 Creek  3 producers
Argentina 3 Piedras Coloradas 6 producers 6 76 5-10 and

 120 in two
 formations

Argentina 4 Papagayos  1 injector and 9 92 1,000
 Vizcacheras  9 producers

China 5 Changqing 27 producers Not
 reported 43-54 2-149

China 6 Shengli 3 producers Not 66 89-263
 reported

China 7 Wenmingzhai 12 injectors and 25 85 60-726
 29 producers

China 8 Dagang 5 injectors and 7 73 259 and 468
 7 producers

China 9 Chaoyanggou 60 producers 43 55 203, average 10
China 9 Pubei 10 producers 8 50 103
China 9 Chaoyanggou 2 injectors and 7 55 10

 10 producers
China 10 Fuyu 6 producers 4 30 240

Table 1

MMMMMMMMMEEEEEEEOOOOOOORRRRRRRRR
APPLICATIONS—

Conclusion

Production
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The fi eld recovered 69,000 bbl of 
extra oil because of the microbial treat-
ments.

Argentina
Argentina MEOR operations in-

clude huff-and-puff projects in Piedras 
Coloradas fi eld.3 Receiving the bacteria 
treatments were two wells in Barran-
cas formation and four wells in Blanco 
formation.

The Barrancas formation has a 120-
md permeability and 170° F. tempera-
ture, while the Blanco formation has 
a 5-10 md permeability and 180° F. 
temperature.

The operator injected bacteria solu-
tion in the 6 producers, followed by a 
72-hr shut-in.

The treatment increased oil produc-
tion rates (Fig. 1), decreased water cut, 
and decreased crude viscosity.

The estimated cost per incremental 
barrel was $5.10.

Another Argentina MEOR was a 
bacteria fl ood of the Papagayos reservoir 
in Vizcacheras fi eld.4 The top of reser-
voir is at 1,850 m. The reservoir has a 
1-darcy permeability, 1,400-psia pres-
sure, and 198° F. temperature.

Before MEOR, the Papagayos reser-
voir was waterfl ooded. The production 

had a high 96% 
water cut.

Nine producing 
wells had a posi-
tive response from 
the bacteria solu-
tion injected in an 
injection well.

Fig. 2 shows 
an example from 
one of the wells in 
which oil rate in-
creased and water 
rate decreased.

In addition, 
crude oil viscosity 
decreased after the 
microbial treat-
ment. For well VI-
50, crude viscosity 
decreased to 50 
cp from 115 cp 
before MEOR.

From August 
2000 to August 
2003, MEOR 
extracted an addi-
tional 37,000 bbl 
from the reser-
voirs.

The estimated 
cost per incre-
mental barrel was 
$2.90.

China,
Changqing

Several Chinese 
oil companies also have implemented 
MEOR projects.

The Maling block in Changqing oil 
fi eld was one of the fi elds with MEOR 
fi eld tests.5

Laboratory tests had shown that bac-
teria could lower oil viscosity, paraffi n 
content, and pour point. The selected 
block has low 2-149 md permeability, 
medium 43-54° C. temperature, and 
high salinity, up to 104,400 mg/l.

The operator treated 32 wells with 
bacteria. Each well treatment consisted 
of 24 cu m of microbe-laden fl uid, 
displaced by clean water. Water cuts 
and fl uid production remained almost 
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unchanged after microbial treatments, 
while oil production increased by 18%, 
especially for wells with high perme-
ability.

The project recovered an estimated 
2,500 tons of extra oil because of 
MEOR technology.

China, Shengli
Another MEOR project was Shengli 

oil fi eld. This project only included 
the injection of nutrient for activating 
indigenous bacteria.

The Shan 12 block of Sinopec’s 
Shengli oil fi eld has relatively low 89-
263 md permeability and medium 66° 
C. temperature.

Injection of nutrition started in Au-
gust 2004.6

After the wells took nutrition, 

injection pressure climbed to 10 MPa 
from 2 MPa. Three producers showed 
increase in fl uid output. Oil production 
increased to 23.8 tons/day from 8.9 
tons/day before the treatment. Water 
cut declined to 80% from 92%.

The cumulative incremental oil pro-
duction reached 2,700 tons.

The increase in injection pressure 
indicated that injected water had started 
to sweep low-permeability zones.

Another Shengli MEOR project was 
a microbial fl ood in the Wenmingzhai 
block.7

The formation has a high 85° C. 
temperature and a high 123,000 mg/l. 
salinity.

The operator injected bacteria into 
12 injection wells. Among the 29 pro-
ducers, 25 wells increased production.

Fluid produc-
tion from the 
wells increased to 
1,145 cu m from 
1,102 cu m before 
treatment. Oil pro-
duction increased 
to 146 tons from 
108, and water 
cut decreased to 
80% from 83%. 
The treatment was 
effective for 180 
days.

For injection 
well M159, the bacteria treatment 
greatly altered the injection profi le. 
Before the treatment, the zone at 
1,544-1,550 m took more than 70% of 
injected water. After bacteria treatment, 
the same zone took less than 5% of the 
injected water and several new zones 
began taking the water (Fig. 3).

This indicates that selective plugging 
played an important role in improving 
production.

China, Dagang
Dagang oil fi eld is another fi eld in 

China with an MEOR project. The work 
isolated three strains in the Guan 69 
block of Dagang oil fi eld. The strains 
were arthrobacter, pseudomonas, and 
bacillus species.8

The two producing formations have 
468 and 259-md permeability and a 
73° C. temperature. The produced crude 
had high, about 28%, paraffi n con-
tent and high, about 24%, asphaltene 
content.

The formation water salinity was 
16,790 mg/l.

Before the bacteria treatments, 
the reservoir had produced 22.6% of 
original oil in place and water cut had 
reached 94.5%.

The project involved injecting nutri-
ent for 3 days followed by bacteria 
solution injection and a 10-day shut-in. 
After the shut-in, the wells received 
nutrient again for 21 days.

After production resumed, the 
operator observed a decrease in interfa-
cial tension, lower crude viscosity, and 
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fewer heavy components in the crude. 
The project successfully controlled the 
decline in oil rate (Fig. 4).

By the end of July 2004, all seven 
production wells showed positive 
responses to microbial treatments, and 
the project had recovered about 8,700 
tons of additional oil.

China, Daqing
The Daqing oil fi eld from 2002 to 

2005 had a huff-and-puff project and 
microbial fl ooding project in the Cha-
oyanggou block. The project injected 
bacillus cereus and brevibacillus brevis 
bacteria.20

The formation has a low 55° C. tem-

perature and low 2-30 md permeability. 
The treatments, conducted in 60 wells, 
showed signifi cant oil production rate 
increases in 43 wells.

The project divided the wells into 
three categories based on reservoir 
permeability. Among the 28 wells in 
the Class I reservoir with permeability 
higher than 15 md, 22 wells increased 
oil production.

Among the 22 Type II wells with res-
ervoir permeability from 5 to 15 md, 
15 wells increased oil production.

Of the 10 Type III wells with res-
ervoir permeability less than 5 md, 6 
wells showed a positive response.

The cumulative incremental oil pro-

duction was 9,175 tons.
Fig. 5 charts a well’s production 

history in which liquid output and oil 
production increased after bacterial 
treatment.

For another huff-and-puff project 
in the nearby Pubei block, 8 out of 10 
wells increased fl uid and oil production 
while water cut decreased.9

Fig. 5 also shows the production his-
tory of well 7P-2.

The cumulative incremental oil 
production was 1,873 tons. The block 
has a low 50° C. temperature and low 
103-md permeability.

The success of the Pubei block huff-
and-puff project led to bacteria fl ooding 

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

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

OIL GAS&
JOURNAL B

A

M SaGEF

OIL GAS&
JOURNAL B

A

M SaGEF

http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13927&adid=logo


D R I L L I N G  &  P R O D U C T I O N

46 Oil & Gas Journal / Aug. 24, 2009

of the Chao-50 unit in Chaoyanggou 
fi eld.9 The project involved 2 injectors 
and 10 producers.

Seven of the 10 producers had a pos-
itive response. The oil production for 
the unit increased to 700 tons/month 
from 300 tons/month (Fig. 5). Water 
cut decreased to about 40 from 47%. 
The effect of treatment lasted 3 years.

On the other hand, the wells’ injec-
tion pressures started to decline after 
bacteria treatment. This indicated the 
lowering of interfacial tension and oil 
viscosity were the mechanisms for en-
hancing production. Moreover, previous 
laboratory tests also proved that bacteria 
treatments lowered interfacial tension 
and oil viscosity reductions under the 
reservoir conditions.

China, Fuyu
Fuyu fi eld had both huff-and-puff 

and microbial fl ooding projects.10 The 
target reservoir was shallow sandstone 
with a low 30° C. temperature and rela-
tively low 240-md permeability.

Before bacteria treatment, most wells 
had high, more than 90%, water cuts.

The fi rst attempt injected 10% 
molasses solution into the reservoir to 
stimulate the indigenous bacteria. The 
operator, however, did not observe an 
increase in oil production, indicating 
that the favorable bacteria for MEOR 
could not compete with other species 

under sole nutrition injection.
The second attempt screened the 

indigenous bacteria from reservoir 
rocks to determine the strain that could 
produce insoluble polymer. The screen-
ing identifi ed a strain of CJF-002 as a 
promising microbe for fi eld trial. Based 
on rDNA sequences, CJF-002 belonged 
to 13 enterobacter species.

The operator tested the huff-and-
puff method with CJF-002 strain in six 
producing wells. After a shut-in of 10 
days, four of six wells showed signifi -
cant increases in oil production rate 
(Fig. 10). Moreover, tests detected high 
concentration of CJF-002 in the pro-
duced fl uid, indicating that the selected 
strain was prospering in the target 
reservoir.

A third attempt applied bacteria 
fl ooding to 2 injection wells connected 
to 10 production wells. The attempt 
injected a strain of CJF-002 for 2 weeks, 
followed by a 1-week injection of 0.1% 
molasses solution. In addition, injected 
was 1, 5, and 20% molasses solutions 
subsequent to bacteria injection. Water-
fl ooding resumed after the injections.

Produced water analysis, however, 
showed the concentration of CJF-002 
was much lower than other species. 
Moreover, the operator did not ob-
served an increase in oil production.

This pilot test concluded that the 
project should have a higher concentra-

tion of CJF-002 
injected to estab-
lish predominance 
and use a relatively 
high molasses 
concentration, 
higher than 5%.

The fourth 
attempt modifi ed 
the injection. The 
attempt injected 
the strain and 
nutrient simulta-
neously with an 
increased 10% 
molasses concen-
tration. Injection 
of the CFJ-002 
lasted for 1 week 

to maximize its dominance.
As a result, the oil production 

doubled for more than 1 year after 
bacteria fl ooding (Fig. 6). Total water 
cut decreased to 65% from 88% and 
incremental oil recovery reached 3,392 
tons.

The long-term effect of bacteria 
treatment indicated that the strain 
generated insoluble polymers to seal the 
high-permeability channels.

The microbial treatment also shifted 
the crude carbon number (Fig. 6). The 
produced oil became lighter than be-
fore, which indicated that the produced 
oil was from a previously unswept zone.

Analysis
Most microorganisms cannot survive 

high temperatures. It is thus believed 
that temperature has the most sig-
nifi cant effect on the success of MEOR 
applications. In the table, of the total of 
221 producers treated with bacteria, 
about 76% have reservoir temperatures 
below 55° C. (Fig. 7).

For the cases summarized in the 
table, two projects (30 producers) did 
not report the number of wells with 
positive responses.

A total of 119 of the 191 producers 
treated with 15 bacteria reported posi-
tive responses, which is a 62% overall 
success rate.

Fig. 7 also gives the relationship 

32%
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Jakarta, Apr. 20-22, 1999.
6. Wang, L., et al., “Indigenous 

MEOR in Shan 12 Block,”. Petroleum 
Geology and Recovery Factor, (in Chi-
nese), Vol., 13, No., 3, 2006, pp. 82-84.

7. Zhao, H., et al., “Field pilot of 
microbial fl ooding in high temperature 
and high salt reservoirs,” Paper No., SPE 
95360, SPE ATCE, Oct. 9-13, 2005.

8. Liu, J., et al., “The fi eld pilot of 
microbial enhanced oil recovery in a 
high temperature petroleum reservoir,” 
Journal of Petroleum Science and Engi-
neering, Vol. 48, 2005, pp. 265-71.

9. Hou, Z., et al., “The application 
of hydrocarbon degrading bacteria 
in Daqing’s low permeability, high 
paraffi n content oilfi elds,” Paper No. 
SPE 114344, SPE/DOE Improved Oil 
Recovery Symposium, Tulsa, Apr. 20-23, 
2008.

10. Fujiwara, K., et al., “Biotechno-
logical approach for development of 
microbial enhanced oil recovery tech-
nique,” Studies in Surface Science and 
Catalysis 151, Vazquez-Duhalt, R., and 
Quintero-Ramirez, R., editors. Chapter 
15, 2004, pp. 405-45.

biosurfactant were above 1 mN/m. This 
value is not low enough to mobilize 
residual oil, and the biosurfactants in 
reservoirs are much more diluted than 
in the laboratory. The effectiveness of 
interfacial tension reduction is, there-
fore, limited.

Porous rock contains large pores 
(pore bodies) and small pores (pore 
throats). Pore throats often have sizes 
in the micron range. The microbes for 
MEOR often are about 1 μm in size.

While fl owing in porous rock, pore 
throats can easily capture the microbes. 
After the bacteria plugs the small pores, 
injected water may divert to new in-
tervals. This can explain the changes in 
oil properties and the water injection 
profi le.

The reduction in interfacial tension 
may not be less effective than selective 
plugging in improving recovery. ✦
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between temperature and wells with 
positive responses. About 60% of the 
wells with positive responses have tem-
peratures below 55° C., and almost all 
successful cases had temperatures below 
85° C.

Based on the fi eld data, one should 
apply MEOR methods to formations 
under 85° C., preferably below 55° C.

Bacteria also are sensitive to water 
salinity. Formation water generally has 
high salinity. Unfortunately, most of 
the fi eld cases reviewed did not report 
water salinity.

Based on limited information, salin-
ity less than 100,000 ppm seems a 
reasonable criterion.

The permeabilities in the treated 
reservoirs range from less than 1 md to 
4,000 md, so that the success of MEOR 
projects does not seem to depend on 
reservoir permeabilities.

The treated wells often had high, 
more the 75%, water cuts and low pro-
ducing rates.

Another important consideration 
is the mechanisms contributing to a 
success MEOR applications. Some fi eld 
cases reported reductions in interfacial 
tension, which indicates generation 
of biosurfactant by microbes. More-
over, some cases reported an increase 
in injection pressure and alteration of 
injection profi le. This indicates some 
formations’ plugging and injected water 
entering a new interval.

No fi eld case reported a signifi cant 
increase in gas production. Gas pro-
duction, therefore, is unlikely a major 
contributor to enhanced oil recovery.

Another proposed MEOR mechanism 
is wettability change. Core measure-
ments in the laboratory are the bases 
of wettability values. These measure-
ments are taken normally in the early 
stage of fi eld development. Wettability 
change, therefore, is almost impossible 
to monitor or verify after the fi eld is on 
production.

The dominant MEOR mechanisms 
may be interfacial tension reduction 
and selective plugging. As stated in Part 
1 of this series, most interfacial tension 
measurements in the reservoir with 
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 Analysis foresees decline
 in US gasoline imports

The many uncer-
tainties surrounding 
forecasts of US gasoline 
demand for the most 
part relate to predicting 
economic activity and 
industry fundamentals. 
Further complicating the 
forecasting exercise are the initiatives 
of the administration of US President 

Barack Obama. Gen-
erally designed to 
reduce greenhouse gas 
emissions, these initia-
tives result in reduced 
motor-fuel demand and 
a greater reliance on 
biofuels.

Exacerbating these demand-side 
pressures will be completion in the next 
few years of several refi nery expan-
sions developed in response to expected 
shortfalls in US gasoline supply. These 
developments lead to a growing likeli-
hood that petroleum-based gasoline de-
mand may have peaked in the US at the 
same time that domestic and offshore 
supply increases—adding pressure on 
margins and prices and seriously chal-
lenging US refi ners.

To quantify these challenges, Turner, 
Mason & Co., Dallas, developed fi ve cas-
es with varying assumptions related to 
implementation of the biofuels mandate 
and corporate average fuel economy 
standard changes as they affect gasoline 

demand and import levels (Fig. 1).
All cases show long-haul imports 

will continue to be required to meet US 
gasoline demand for the next 4 years. 
By 2014, however, these imports begin 
to fall, and by 2017 all cases but one 
show long-haul imports no longer nec-
essary to meet projected US demand.

As gasoline demand continues to 
lag projected US production (including 
short-haul imports), capacity rational-
ization will be required among refi n-
eries making up the US domestic and 
short-haul systems. 

CAFE; RFS2
Spurred by rising energy prices, 

the US Congress in 2007 passed the 
Energy Security and Independence Act 
that raised the automotive fl eet target 
for CAFE to 35 mpg in 2020. Recent 
new-car production has been around 
25 mpg, according to calculations by 
Turner, Mason.

In May 2009, President Obama 
increased the target to 35.5 mpg and 
advanced the target date 4 years to 
2016. In the same month, he reaffi rmed 
support for renewable fuels and the US 
Environmental Protection Agency of-
fered clarifying language to the previ-
ous but less-defi ned 2007 program 
(renewable fuel standard; RFS1).

The current program mandates a 
total of 36 billion gal of renewable 
fuels in 2022 with graduated targets 
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for each preceding year. Of this total, 1 
billion gal is to be biodiesel, 15 billion 
gal will be conventional ethanol (from 
corn or other renewable sources), 16 
billion gal are to be cellulosic biofuels 
(presumably cellulosic ethanol), with 
the remaining 4 billion gal being from 
other advanced biofuels (anything other 
than ethanol from corn).

Gasoline supply
While changes in the 

regulatory environment are 
resulting in lower gasoline 
demand, refi nery expan-
sions will add 341,000 b/d 
of new gasoline production 
capacity by 2015. The two 
largest, Motiva in Port Arthur 
and Marathon in Garyville, 
will add 195,000 b/d (OGJ 
Online, Mar. 8, 2009; June 
22, 2009).

In addition, as the die-
selization of transportation 
fuels in Europe continues 
and export-oriented refi ner-
ies in India, the Middle East, 
and other parts of the world 
are constructed, signifi cant 
offshore supply will have to 
be absorbed worldwide. 

Model basis
To estimate the effects of 

the new initiatives, Turner, 
Mason recently ran its 
gasoline demand forecasting 
model to assist in prepara-
tion of its biennial Outlook 
and other industry analyses. 
While the components of the 
ramp-up of the RFS2 ethanol 
mandate and the new refi n-
ery unit additions were easy 
to model, the CAFE increases 
proved more diffi cult.

There are two primary relevant 
variables in measuring the effects of the 
CAFE changes:

1. The vehicle-miles traveled by the 
automotive fl eet.

2. The changes of the effi ciency of 
the fl eet in miles-per-gallon.

known, they only represent new-vehicle 
sales. Calculating the annual improve-
ments for the entire automotive fl eet 
required developing a historical cor-
relation that included the ever-changing 
age of the fl eet. The best historical 
information available proved to be the 
annual R.L. Polk survey that reports the 

median age for cars and light 
trucks (Fig. 3).

The median ages have 
generally risen over the last 
7 years and are currently at 
9.4 years for cars and 7.5 
years for light trucks. Using 
these parameters, Turner, 
Mason constructed a model 
that gradually incorporated 
the new CAFE standards into 
the existing automotive fl eet 
under various aging patterns.

Adjusting each of these 
variables—VMT, CAFE 
implementation, change 
in age of the automotive 
fl eet, and various cases for 
implementation of the RFS2 
program—allows the model 
to compute “neat” gasoline 
demand (no ethanol) under 
a wide range of scenarios. 
Neat gasoline is fi rst comput-
ed because it is the fuel used 
for CAFE purposes.

Once neat gasoline 
demand is determined (the 
result of increases in the 
VMT and CAFE), the ethanol 
volumes adjusted to their 
neat gasoline equivalents 
(66% based on btu value) 
are subtracted to yield the 
remaining fuel demand from 
petroleum.

The model assumes the 
refi ning contribution base 
is the 2008 volume that is 

computed from the Energy Informa-
tion Administration and then adjusted 
for new refi nery production capabili-
ties. Remaining demand is met through 
imports.

The purpose of the model was to 
calculate quickly the effects of multiple 

Fig. 2 shows the historical VMT. The 
factors infl uencing VMT include overall 
economic activity, absolute price levels 
of gasoline, and population/vehicle 
growth. Over the entire 17-year period, 
VMT rose at 1.7%/year. High gasoline 
prices 2005-08 reduced VMT growth to 
less than 1.0% in each of 2005, 2006, 

and 2007 and, along with the recession, 
caused the steep drop of 3.4% in 2008.

With the inclusion of these low-
growth years, the average VMT growth 
for the past 10-year period (1998-
2008) is less than 1.1%/year. 

 While the annual CAFE increases are 
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scenarios. Table 1 details the assump-
tions of the fi ve cases and Table 2 their 
results. All of the cases assume full 
implementation of CAFE; and:

• Case I: Full implementation of 
RFS2, VMT growth rate at the average of 
the last 10 years, and constant median 
age of the auto fl eet.

• Case II: Case I with higher VMT 
basis by excluding 2008 and shifting 
the 10-year average to 1998-2007.

• Case III: Case I with no cellulosic 
volume (16 billion gal) in RFS2.

• Case IV: Case I with higher median 
age of auto fl eet to refl ect customer 
resistance to higher mileage but smaller  
vehicles.

• Case V: Case II (higher VMT basis) 
with no cellulosic volume.

The critical component in the results 
is the level of US gasoline production 
and the required imports necessary to 
balance.

Gasoline imports averaged 
1,091,000 b/d in 2008, according to 
EIA. These imports fall into two distinct 
classifi cations: short haul and long haul.

Short-haul imports are produced 
close to the US (Virgin Islands, Carib-
bean, Canada, etc.) and can be viewed 
as an extension of the US domestic 
refi ning system. They comprise about 
33% (358,000 b/d) of the total.

Long-haul imports are generally 
from Europe and presumably must 

be supported by a necessary location 
differential to justify their movement. 
If long-haul imports (733,000 b/d) 
are eliminated and do not fi gure the 
incremental price for gasoline, refi ning 
margins would likely narrow.

Model results
All the cases result in declining 

petroleum-based gasoline demand 
during the phase-in periods for CAFE 
and biofuels (through at least 2022). 
This is a result of a decline in consumer 
demand brought on either by CAFE 
increases more than offsetting VMT 
gains or by the substitution of ethanol 
for neat gasoline.

In the fi rst four cases, imports (both 
long haul and short haul) are elimi-
nated and surplus gasoline capacity is 
created by 2017 at the latest. Only in 
Case V, which assumes more bullish 
growth in VMT along with no produc-
tion of cellulosic ethanol, does demand 
continue to exceed total domestic pro-
duction (including short-haul imports).

If RFS2 and CAFE are fully imple-
mented and VMT matches the last 10 
years (Case I), long-haul imports will 
be eliminated by 2014 and 943,000 
b/d of surplus gasoline capacity will 
exist by 2020.

A more robust VMT growth assump-
tion (Case II) eliminates long-haul 
imports by 2017, and 330,000 b/d of 

surplus gasoline capacity will exist by 
2020. Cases III (elimination of cellu-
losic ethanol) and IV (slower auto fl eet 
turnover) both result in the need for 
long-haul imports going away by 2015, 
although Case IV results in a much 
higher level of surplus gasoline in 2020 
(891,000 b/d vs. 491,000 b/d).

The effects of reducing US gasoline 
demand are multifaceted. As demand 
declines, long-haul imports are the fi rst 
to be reduced. This occurs when the 
over supply of gasoline depresses prices 
and margins to a level that will no lon-

The authors
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Mason & Co., Dallas. He is the 
team leader of the Outlook, a 
biennial report that forecasts 
supply, demand, and pricing for 
crude oils and petroleum prod-
ucts worldwide. He also leads 
assignments in the areas of refi ning economics and 
planning, LP modeling, downstream asset valuation, 
crude oil valuation and capital investment and stra-
tegic planning. Auers joined the fi rm in 1987 after 
7 years with Exxon Corp., with which he held 
various positions at its Baytown, Tex., refi nery. He 
holds a BS (1980) in chemical engineering from 
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is a licensed professional engineer in Texas and is a 
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GASOLINE MODEL CASE ASSUMPTIONS Table 1

–––– Vehicle-miles traveled –––– Median age
Increase, RFS2 of fl eet, years

Case %/year Basis cellulosic, % CAFE,% Cars/trucks

I 1.06  1999-2008 avg. 100  100  Flat @ 9.4/7.5
II 1.69  1998-2007 avg. 100  100 Flat @ 9.4/7.5
III 1.06  1999-2008 avg.     –– 100  Flat @ 9.4/7.5
IV 1.06  1999-2008 avg. 100  100  Rise to 10.5/8.6
V 1.69  1998-2007 avg.     –– 100  Flat @ 9.4/7.5

GASOLINE MODEL RESULTS Table 2

Elimination
of long- Surplus gasoline

–– Neat gasoline demand, 1,000 b/d –– haul imports, – capacity, 1,000 b/d –
Case 2008 2015 2020 year 2015 2020

I 8,765 8,667 8,265 2014 –– 943
II 8,765 9,038 8,879 2017 –– 330
III 8,765 8,667 8,265 2015 –– 491
IV 8,765 8,740 8,318 2015 –– 891
V 8,765 9,038 8,879 –– –– ––
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ger justify their movement.
This level may be deceptively low 

in that European refi ners may prefer to 
sell gasoline at a loss in the US (large 
gasoline market) than to distress-sell 
the product in Europe (smaller gaso-
line market). This forces prices steadily 
lower and, if unabated, to a point the 
European refi ner must either cut runs 
or completely shut down.

This condition illustrates how de-
clining gasoline demand in the US will 
most likely be felt fi rst in Europe due to 
its refi ning-complexity disadvantage vs. 
the US.

If over-supply grows more acute 
and all long-haul imports have been 
eliminated, margins will decline even 
further as the US refi ning industry (and 
short-haul suppliers) must rationalize 
the imbalance.

To do this, new export markets can 
be developed, domestic throughput can 
be reduced, refi neries can be closed, 
or more likely a combination of these 
actions will be taken to bring supply 
into balance with the reduced level of 
demand.

In any case, lower refi ning margins 
will likely result in this environment, in 
which the US moves from being a net 
importer to a net exporter of gaso-
line. ✦
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GDF Suez’s wholly 
owned gas transmission 
system operator, GRTgaz, 
completed its fi rst project 
with GE Oil & Gas’ New 
MagneScan in-line in-
spection system, a next-
generation magnetic fl ux leakage device 
allowing operators to map pipelines as 
small as 6-in. OD while also inspecting 

for metal loss and geometry features. 
GRTgaz successfully completed its 

advanced MFL inspection in spring 
2009 on a 6-in., 24-mile line in Nor-
mandy, France. Built in 1965 northwest 
of Paris, the pipeline is part of GRTgaz’s 
32,000-km gas pipeline system in 
France.

The new system is the fi rst able to 
inspect pipelines—of varying diameters 
and sharp bends —for multiple types 
of features in a single run. The system 
records the position of: dents, ovalities, 
and bends; internal and external pitting 
and general corrosion on the pipe body; 
metal loss in the vicinity of welds; and 

metal loss associated with dents and 
under casings. 

The system is designed to detect 
and locate areas of metal loss in both 
liquid and gas pipelines ≥5% WT with 
90% probability and in practice can 
detect even smaller metal losses. Sizing 
accuracy is ±8% at 80% certainty. Full 
specifi cation can be achieved up to a 
maximum tool speed of 11 mph, with 
an operating temperature of –4° to 
100° F., up to a maximum pressure of 
2,175 psia. The 6-in. diameter version 
of the tool is 4.5 ft long and can negoti-
ate 1.5 nominal diameter-radius back-
to-back bends. 

The new system includes 216 low 
noise Hall-effect sensors in 72 tracks, 
taking readings on axial, radial, and 
transverse vectors every 2 mm. This 
new 3-D confi guration covers 100% 
of the pipe circumference and opti-
mizes defect-sizing accuracy for width, 
length, and depth.

The system simultaneously maps the 
pipeline and checks it for corrosion, 
with high resolution MFL sensors deliv-
ering high-quality data to both identify 
and plot metal loss and perform geo-
graphic information systems analysis. 
It also uses 24 high-resolution caliper 
sensors to detect and profi le dents for 
accurate assessment of severity.

The tool uses a set of secondary sen-

New MFL technology completes
 single-run multifeature inspections

Pipelines

These images demonstrate the new tool’s higher resolution depiction of metal loss. Image a shows the reading of a traditional MFL tool with 30 tracks 
recorded every 3.3 mm in a 6-in. OD pipeline. Image b shows the new tool’s reading from the same pipe segment, gathered with 72 tracks recorded every 
2 mm (Fig. 1).

ba
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sors to discriminate 
between internal 
and external metal 
loss. Odometer 
wheels log distance 
traveled, while an 
internal pendulum 
records the tool’s 
orientation in the 
pipeline, and a 
time-based marker 
system logs its time 
of passage.

Mapping data 
are integrated with 
inspection informa-
tion during the run, 
reducing post-pro-
cessing. Improved 
accuracy means 
fewer digs for 
operators follow-
ing inspection runs, 
yielding savings and 
reduced environ-
mental impact.

While GDF Suez’s subsidiary and the 
technology provider originally agreed 
the project would include a maximum 
of fi ve runs to gauge, clean, geo-
metrically survey, inspect, and map the 
pipeline, completion actually took only 
four runs with gauge, cleaner profi le, 
and the new MFL tool. Inspection took 
a single pass after initial gauging, clean-
ing, and running a dummy tool.

All work took place inside the Jan. 
19-30 window set by GDF Suez to 
minimize effects on its storage facility 
in St. Illiers. The project also maintained 
strict compliance with the European 
Union’s ATEX safety requirements, cov-
ering operations in potentially explosive 
atmospheres.

The technology provider delivered 
the full inspection report to GDF Suez 
within an agreed 8-week time frame. 
The new system allows pipeline opera-
tors to choose the level of analysis of 
data they wish to review upon comple-
tion of inspection and allows them to 
come back to the technology provider 
later with additional requirements for 

more in-depth analysis leading to reme-
diation plans.

The service determines immediate 
and future integrity needs by gaug-
ing criticality of identifi ed features and 
developing a corresponding response 
schedule, focusing short-term repairs 
on sites of immediate risk and de-
termining intervals for re-inspection 
and long-term remediation. During a 
re-inspection the system would assess 
corrosion growth and the effectiveness 
of remediation. 

To aid data analysts in improving 
characterization of complex (interac-
tive or axial) corrosion defects, the new 
technology presents visually power-
ful data derived from three magnetic 
fi elds—axial, radial, transverse. Com-
bining these data sets achieves en-
hanced defect sizing specifi cations and 
improved probability of identifi cation 
(Figs. 1-2).

Other deployments
In addition to GRTgaz, both Sar-

pom—ExxonMobil’s affi liate refi nery 
and pipelines company in Italy—and 

Jayhawk Pipeline, a Midwestern US op-
erator, deployed the new MFL technol-
ogy in fi rst-quarter 2009. 

The Sarpom inspection took place 
on a 6-in. OD, jet-fuel pipeline span-
ning almost 20.5 miles, from Trecate to 
Malpensa intercontinental airport. The 
line was last inspected in 2003. Sarpom 
operates a network of 720 miles of 
liquid pipelines in Italy.

The technology provider sought to 
detect corrosion, dents, and bends, as 
well as acquire mapping coordinates. 
Successful inspection took just 4 hr and 
45 min, with fi eld support provided by 
TECMA Pipeline Services. 

Inspection of the seamless steel pipe-
line, partially built in the early 1960s, 
had three priorities: reduced disruption 
of operations; a small system arrange-
ment due to space restrictions at the 
airport; and better corrosion assessment 
than offered by previously available 
technology. Sarpom also remarked it 
had been waiting for credible, 6-in. OD 
mapping capability.

The fi rst New MagneScan inspection 

The new tool offers improved feature visualization and identifi cation. Defect A measures 250 × 15 mm, with a depth of 54% 
WT. Defect B is 155 × 15 mm and 64% WT. The new tool captured these images using triaxial readings (transverse, radial, 
and axial from top to bottom; Fig. 2).
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completed in North America occurred 
on four sections of 6-in. OD refi ned 
products pipeline between Kansas and 

Iowa, spanning a total length of 227.5 
miles and operated by Jayhawk Pipeline 
LLC, a fully owned subsidiary of Na-

tional Cooperative Refi nery Association 
(Figs. 3-4).

NCRA operates an 85,000-b/d in 
McPherson, Kansas, as well the prod-
ucts line running from the refi nery to 
Council Bluffs, Iowa, and inspected by 
the new MFL system.

The four 6-in. OD Jayhawk Pipeline 
segments measured 49, 60, 58, and 
60.5 miles, respectively, and each run 
was completed in less than 24 hr in 
standard confi guration. Low product 
speed inside the line required run-time 
at the upper specifi cation of the tool’s 
battery life. 

The New MagneScan system 
launched at the International Pipeline 
Conference in Calgary, September 2008. 
Since December 2008, it has completed 
inspections in 6, 8, and 10-in. pipelines 
carrying crude oil, diesel, condensate, 
jet fuel, and natural gas in Australia, 
Canada, France, Italy, UK, and US. Nu-
merous inspections are already sched-
uled for the remainder of 2009. ✦

A technician readies the 6-in. diameter, 4.5-ft long tool for use in a segment of Jayhawk Pipeline LLC’s 
refi ned products pipeline running between Kansas and Iowa (Fig. 3).

Technicians prepare to launch the tool into one of the Jayhawk products pipeline segments (Fig. 4).

The author
Martin Bluck (martin.
bluck@ge.com) is prod-
uct manager metal loss, 
geometry, and mapping 
at GE Oil & Gas-PII 
Pipeline Solutions, based 
in Cramlington, UK. He 
has held senior positions 
in supply chain, business 
development, professional 
services, Six Sigma quality 
(master black belt), and 
most recently pricing 
and competition prior to 
his current role. Bluck 
holds an honors degree in 
chemical sciences (1984) 
earned jointly at the 
University of East Anglia, 
UK, and the University of 
Massachusetts. 
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E q u i p m e n t / S o f t w a r e / L i t e r a t u r e

New universal ball valve lockable stop plate
A new universal ball valve lockable stop 

plate features improved clearance charac-
teristics. 

These new lockable stop plates allow 
rotational retainers and adapters to be 
used directly with this fi rm’s ball valves 
so equipped to clamp and retain them 
in compact and leak resistant assemblies 
against pumps, motors, actuators, fi lters, 
valves, and manifolds. 

Alternatively compact in-line assemblies 
may be made.

Source: Inserta, 538 Township Line 
Rd., Blue Bell, PA 19422-2798.

New tool helps widen scope of 3D visualization
Newly launched  TerraSpark Data Show-

case is a data visualization tool designed 
to help seismic processing companies and 
data vendors communicate their products 
and discoveries to prospective customers.

The tool helps enable users to quickly 
demonstrate 3D volumes along with land 
grids, lease blocks, and other cultural in-
formation using a simple notebook or lap 
top PC. A client or prospective customer 
can scroll through the volumes, preview-
ing the data before making a purchase 
decision and highlighting areas of interest 
for which they would like to purchase 
data.

Multiple attribute volumes can be 
displayed side-by-side or overlaid for easy 
comparison. Data security is maintained 
by encryption of the data before installa-
tion on a PC, and on-the-fl y decryption for 
display in Data Showcase.

Source: TerraSpark Geosciences LP,
10955 Westmoor Drive, Westminster, CO 
80021-2704.

New sand screen
Here’s the ASW/CT pre-

mium screen, which has been 
developed specifi cally for 
through tubing completion 
applications.

Its manufacturing technol-
ogy has resulted in a close 
tolerance method of con-
struction that produces a slim 
hole screen.

This new design involves 
the use of diffusion-bonded 
sintered-laminate woven 
wire mesh combined with an 
outer perforated protective 
shroud over a perforated base 
tube. The maker has devel-
oped a process to weld the media fl ush-on 
directly to the inner perforated tube of the 
screen assembly. This integrated process 
helps enhance the screen’s strength.

Source: Alloy Screen Works Div., Alloy 
Machine Works Inc., 18102 E. Hardy Rd., 
Houston, TX 77073.

���������	�
����
��	�������������������
�


��

New Orleans
������������������������������� !"�	�#$!$� �"�����

��������
���� �
�$����%��&'���(�
��

���%!)�%��*'����

��*$!�������+

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

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

OIL GAS&
JOURNAL B

A

M SaGEF

OIL GAS&
JOURNAL B

A

M SaGEF

_______________
______

______________________

http://www.qmags.com/clickthrough.asp?url=www.spe.org/atce&id=13927&adid=P55A1
http://www.qmags.com/clickthrough.asp?url=www.spe.org&id=13927&adid=P55A2
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13927&adid=logo
http://www.qmags.com/clickthrough.asp?url=http://twitter.com/SPE_ATCE&id=13927&adid=P55A3


56 Oil & Gas Journal / Aug. 24, 2009

Fugro Robertson,
Llandudno, UK, has appointed Barry 

Ringer Far East regional manager. Based in 
Kuala Lumpur, he will 
be the company’s se-
nior representative for 
the Asia-Pacifi c region. 
Ringer has 42 years of 
professional experi-
ence in the petroleum 
service and consul-
tancy industry, most 
recently serving as 
Middle East regional 
manager and director 
of business development for Fugro Robert-
son in Abu Dhabi. He spent 15 years with 
Robertson Research International before 
it became a part of Fugro. He also worked 
with Baker International and EXLOG Inc.

Fugro collects, processes, and interprets 
data related to the surface and subsurface 
of the earth and sea along the coast, on 
land, and from the air for the oil and gas 
and other industries.

S e r v i c e s / S u p p l i e r s

Ringer

Ortloff Engineers Ltd.,
Midland, Tex., has named Steve Mun-

den a principal and manager of business 
development.  He has nearly 40 years 
of experience in the gas processing and 
refi ning industries and their related fi elds.  
His background includes plant design, 
equipment specifi cation, quality control, 
construction supervision, and checkout 
and start-up of a variety of facilities. 
Additionally, he has been involved in the 
business of supplying goods and ser-
vices to the gas processing and refi ning 
industries.  Munden is the recipient of 
the Gas Processors Association’s outstand-

ing service award for 2009 and is a past 
president of the National Gas Processors 
Suppliers Association.

Ortloff provides licenses for its patented 
technologies in cryogenic gas processing 
and sulfur recovery, technical support for 
the licensing effort, and engineering and 
consulting assignments for process plant 
contractors and operators.

Jackup Structures Alliances Inc.,
Houston, has announced that Robert 

William Fogal Jr., the company’s vice-
president of business development, was 
appointed an independent non-executive 
director of the TSC Offshore Group Ltd. 
board for a 3-year term. Fogal has more 
than 50 years of experience in offshore 
drilling rig construction.  At JSA, he is 
involved in sales and business develop-
ment for the manufacture of critical niche 
components for offshore drilling rigs and 
liftboats, as well as other services to the 
offshore industry. 

JSA manufactures and supplies com-
plex structures for jack up drilling rigs, 
including jack up leg gear racks, chords, 
bracings, and complete jack up leg sec-
tions.TSC provides comprehensive drilling 
equipment, mechanical handling equip-
ment, solids control equipment, rig power 
and drives, and tensioning and compen-
sation systems for semisubmersible rigs 
and control drill ships, as well as jacking 
systems and rack materials for jack ups.
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S t a t i s t i c s

Additional analysis of market trends is available 

through OGJ Online, Oil & Gas Journal’s electronic 

information source, at http://www.ogjonline.com.

REFINERY REPORT—AUG. 7, 2009

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 –––––––––––––––––––––––––––––––

PADD 1 ............................................................. 1,397 1,380 2,377 87 398 113 57
PADD 2 ............................................................. 3,187 3,176 2,046 224 859 51 267
PADD 3 ............................................................. 7,215 7,026 2,613 694 1,921 345 697
PADD 4 ............................................................. 513 507 315 29 181 12 165
PADD 5 ............................................................. 2,440 2,276 1,509 382 464 88 —

Aug. 7, 2009 .................................................... 14,752 14,365 8,860 1,416 3,823 609 1,086
July 31, 2009 ................................................... 14,940 14,434 9,075 1,473 3,798 565 1,019
Aug. 8, 20082 ................................................... 15,124 14,823 8,852 1,561 4,341 585 1,025

17,672 Operable capacity 83.5% utilization rate

1Includes PADD 5. 2Revised.
Source: US Energy Information Administration
Data available in OGJ Online Research Center.

CRUDE AND PRODUCT STOCKS

—–– Motor gasoline —––
Blending Jet fuel, ————— Fuel oils ————— Propane–

 Crude oil Total comp.1 kerosine Distillate Residual propylene
District  ———————————————————————————— 1,000 bbl ——————————————————————————

PADD 1 .................................................. 13,976 56,505 38,145 12,322 68,292 13,308 4,639
PADD 2 .................................................. 86,917 52,561 25,574 8,079 33,014 1,240 29,619
PADD 3 .................................................. 182,517 69,367 39,166 16,155 45,603 15,925 33,402
PADD 4 .................................................. 16,062 5,765 1,774 567 3,040 228 11,763
PADD 5 .................................................. 52,557 27,733 21,781 9,320 12,318 3,913 —

Aug. 7, 2009 ........................................ 352,029 211,931 126,440 46,443 162,267 34,614 69,423
July 31, 2009 ....................................... 349,510 212,858 127,236 46,613 161,481 33,588 68,955
Aug. 8, 20082 ........................................ 296,547 202,822 104,495 40,786 131,587 36,435 49,186

1Includes PADD 5. 2Revised.
Source: US Energy Information Administration
Data available in OGJ Online Research Center.

PURVIN & GERTZ LNG NETBACKS—AUG. 14, 2009

–––––––––––––––––––––––––––– Liquefaction plant ––––––––––––––––––––––––––––––––
Receiving Algeria Malaysia Nigeria Austr. NW Shelf Qatar Trinidad
terminal –––––––––––––––––––––––––––––––– $/MMbtu ––––––––––––––––––––––––––––––––––––

Barcelona 6.04 3.83 5.04 3.73 4.38 4.97
Everett 2.74 0.86 2.40 0.97 1.30 3.00
Isle of Grain 2.56 1.14 2.00 1.12 1.28 2.02
Lake Charles 0.89 –0.41 0.68 –0.30 –0.23 1.44
Sodegaura 4.15 6.27 4.41 5.99 5.31 3.54
Zeebrugge 4.86 2.91 4.24 2.77 3.39 4.29

Defi nitions, see OGJ Apr. 9, 2007, p. 57.
Source: Purvin & Gertz Inc.
Data available in OGJ Online Research Center.

OGJ CRACK SPREAD

*8-14–09 *8–15–08   Change Change,
 ———–—$/bbl ——–—— %

SPOT PRICES
 Product value 80.28 123.58 –43.30 –35.0 
 Brent crude 72.57 111.27 –38.70 –34.8 
 Crack spread 7.71 12.32 –4.60 –37.4 

FUTURES MARKET PRICES
One month
 Product value 82.50 124.89 –42.39 –33.9 
 Light sweet
 crude 69.65 113.77 –44.12 –38.8 
 Crack spread 12.85 10.71 2.14 20.0 
Six month
 Product value 82.66 126.52 –43.87 –34.7 
 Light sweet
 crude 75.20 115.67 –40.48 –35.0 
 Crack spread 7.46 10.58 –3.12 –29.5 

*Average for week ending.
Source: Oil & Gas Journal
Data available in OGJ Online Research Center.

IMPORTS OF CRUDE AND PRODUCTS

— Districts 1–4 — — District 5 — ———— Total US ———— 
8-7 7–31 8-7 7–31 8-7 7–31 *8-8

2009 2009 2009 2009 2009 2009 2008
—–––––––––––––––––––––––– 1,000 b/d ––––––––––––––––––––––––—

Total motor gasoline ..................... 899 985 75 36 974 1,021 785
Mo. gas. blending comp................ 724 709 23 36 747 745 675
Distillate ........................................ 140 141 22 0 162 141 136
Residual ......................................... 299 77 5 0 304 77 311
Jet fuel–kerosine .......................... 57 39 19 122 76 161 74
Propane–propylene ....................... 80 83 3 3 83 86 158
Other .............................................. (112) 87 37 25 (75) 112 463

Total products .............................  2,087  2,121  184  222 2,271 2,343  2,602 

Total crude ..................................  8,538  8,166  992  1,121 9,530 9,287  9,655 

Total imports ...............................  10,625  10,287  1,176  1,343  11,801  11,630  12,257 

*Revised.
Source: US Energy Information Administration
Data available in OGJ Online Research Center.
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US CRUDE PRICES
8-14-09
$/bbl*

Alaska-North Slope 27° ....................................... 65.67 
South Louisiana Sweet ........................................ 68.00 
California-Kern River 13° ..................................... 58.95 
Lost Hills 30° ........................................................ 67.35 
Wyoming Sweet................................................... 58.01 
East Texas Sweet ................................................. 63.50 
West Texas Sour 34° ........................................... 58.00 
West Texas Intermediate ..................................... 64.00 
Oklahoma Sweet .................................................. 64.00 
Texas Upper Gulf Coast ........................................ 57.00 
Michigan Sour ...................................................... 56.00 
Kansas Common................................................... 63.00 
North Dakota Sweet ............................................ 53.50 

*Current major refi ner’s posted prices except North Slope lags 
2 months. 40° gravity crude unless differing gravity is shown.

Source: Oil & Gas Journal.
Data available in OGJ Online Research Center.

REFINED PRODUCT PRICES

8-7-09 8-7-09
¢/gal ¢/gal

Spot market product prices

Motor gasoline
 (Conventional-regular)
 New York Harbor....... 192.25 
 Gulf Coast ................. 190.00 
 Los Angeles............... 201.75 

Amsterdam-Rotterdam-
 Antwerp (ARA) ........ 204.67 
 Singapore .................. 199.05 
Motor gasoline

(Reformulated-regular)
 New York Harbor....... 202.50 
 Gulf Coast ................. 196.50 
 Los Angeles............... 216.75 

Heating oil No. 2
 New York Harbor....... 188.54 
 Gulf Coast ................. 186.79 
Gas oil
 ARA ........................... 189.93 
 Singapore .................. 192.50 

Residual fuel oil
 New York Harbor....... 154.83 
 Gulf Coast ................. 156.26 
 Los Angeles............... 167.73 
 ARA ........................... 162.73 
 Singapore .................. 159.55 

Source: DOE Weekly Petroleum Status Report.
Data available in OGJ Online Research Center.

WORLD CRUDE PRICES

$/bbl1 8-7-09

United Kingdom-Brent 38° .................................... 72.89 
Russia-Urals 32° ................................................... 72.20 
Saudi Light 34°...................................................... 71.58 
Dubai Fateh 32° .................................................... 71.06 
Algeria Saharan 44°.............................................. 72.94 
Nigeria-Bonny Light 37° ....................................... 74.45 
Indonesia-Minas 34°............................................. 74.89 
Venezuela-Tia Juana Light 31° ............................. 71.63 
Mexico-Isthmus 33° .............................................. 71.52 

-

OPEC basket .......................................................... 72.33 
-

Total OPEC2 ............................................................ 72.11 
Total non-OPEC2 .................................................... 70.76 
Total world2 ........................................................... 71.52 
US imports3 68.87

1Estimated contract prices. 2Average price (FOB) weighted 
by estimated export volume. 3Average price (FOB) weighted 
by estimated import volume.

Source: DOE Weekly Petroleum Status Report.
Data available in OGJ Online Research Center.

SMITH RIG COUNT 

 8-14-09  8-15-08
Proposed depth, Rig Percent Rig Percent

ft count footage* count footage*

0–2,500 40 10.0 87 3.4
2,501-5,000 72 70.8 140 47.1
5,001-7,500 115 20.8 236 13.9

7,501-10,000 193 5.6 468 2.9
10,001-12,500 198 12.6 468 1.9
12,501-15,000 137 — 334 —
15,001-17,500 128 — 148 —
17,501-20,000 48 — 93 —
20,001-over 33 — 32 —
 Total 964 11.9 2,006 6.2

INLAND 12 32
LAND 914 1,917
OFFSHORE 38 57

*Rigs employed under footage contracts.
Defi nitions, see OGJ Sept. 18, 2006, p. 42.

Source: Smith International Inc.
Data available in OGJ Online Research Center.

OGJ GASOLINE PRICES 

Price Pump Pump
ex tax price* price
8-12-09 8-12-09 8-13-08
————— ¢/gal —————

(Approx. prices for self-service unleaded gasoline)
Atlanta.......................... 195.2 241.7 383.4
Baltimore ...................... 197.7 239.6 380.6
Boston .......................... 201.9 243.8 382.7
Buffalo .......................... 193.8 254.7 379.3
Miami ........................... 208.1 259.7 380.1
Newark ......................... 198.1 230.7 371.8
New York ...................... 188.6 249.5 378.6
Norfolk.......................... 197.3 235.7 374.4
Philadelphia.................. 200.0 250.7 380.8
Pittsburgh ..................... 198.9 249.6 378.7
Wash., DC .................... 212.4 250.8 381.9
 PAD I avg ................. 199.3 246.0 379.3

Chicago......................... 215.3 279.7 403.0
Cleveland...................... 216.3 262.7 368.3
Des Moines .................. 213.7 254.1 362.4
Detroit .......................... 219.7 279.1 378.2
Indianapolis .................. 206.3 265.7 368.2
Kansas City................... 200.0 236.0 361.9
Louisville ...................... 220.6 261.5 372.2
Memphis ...................... 199.7 239.5 361.2
Milwaukee ................... 214.7 266.0 377.3
Minn.-St. Paul .............. 214.9 258.9 369.2
Oklahoma City .............. 193.3 228.7 356.8
Omaha .......................... 189.4 234.7 371.6
St. Louis........................ 196.7 232.7 363.2
Tulsa ............................. 189.7 225.1 354.9
Wichita ......................... 195.6 239.0 357.9
 PAD II avg ................ 205.7 250.9 368.4

Albuquerque ................. 198.5 234.9 362.0
Birmingham .................. 200.2 239.5 368.5
Dallas-Fort Worth ......... 203.3 241.7 367.4
Houston ........................ 198.5 236.9 365.0
Little Rock..................... 194.7 234.9 368.5
New Orleans ................ 201.5 239.9 368.5
San Antonio.................. 205.4 243.8 367.3
 PAD III avg ............... 200.3 238.8 366.8

Cheyenne...................... 214.7 247.1 371.7
Denver .......................... 215.4 255.8 399.3
Salt Lake City ............... 207.2 250.1 398.1
 PAD IV avg ............... 212.4 251.0 389.7

Los Angeles .................. 223.5 290.6 411.8
Phoenix ......................... 213.3 250.7 378.8
Portland ........................ 229.2 272.6 386.8
San Diego ..................... 225.5 292.6 409.9
San Francisco ............... 233.1 300.2 420.7
Seattle .......................... 230.7 286.6 395.8
 PAD V avg ................ 225.9 282.2 400.7

Week’s avg. ................ 206.5 252.1 377.1
July avg. ..................... 205.6 251.2 405.7
June avg. .................... 214.6 260.2 404.2
2009 to date ................ 171.5 217.1 —
2008 to date ................ 308.0 351.8 —

*Includes state and federal motor fuel taxes and state 
sales tax. Local governments may impose additional taxes.
Source: Oil & Gas Journal.
Data available in OGJ Online Research Center.

OGJ PRODUCTION REPORT 

18-14-09 28-15-08
–—— 1,000 b/d —–—

(Crude oil and lease condensate)
Alabama ................................ 18 19
Alaska .................................... 640 582
California ............................... 641 654
Colorado ................................ 61 65
Florida .................................... 5 5
Illinois .................................... 27 26
Kansas ................................... 101 108
Louisiana ............................... 1,402 1,272
Michigan ............................... 15 17
Mississippi ............................ 60 59
Montana ................................ 88 84
New Mexico .......................... 162 163
North Dakota ......................... 181 176
Oklahoma .............................. 176 151
Texas...................................... 1,316 1,327
Utah ....................................... 58 62
Wyoming ............................... 147 145
All others ............................... 65 74

 Total ................................. 5,163 4,989
1OGJ estimate. 2Revised.

Source: Oil & Gas Journal.
Data available in OGJ Online Research Center.

BAKER HUGHES RIG COUNT 

 8-14-09 8-15-08

Alabama ........................................... 2 8
Alaska............................................... 9 10
Arkansas........................................... 45 54
California .......................................... 20 45
 Land................................................ 20 45
 Offshore ......................................... 0 0
Colorado ........................................... 44 120
Florida............................................... 2 2
Illinois ............................................... 2 1
Indiana.............................................. 1 2
Kansas .............................................. 23 10
Kentucky ........................................... 10 11
Louisiana .......................................... 136 190
 N. Land ........................................... 89 80
 S. Inland waters ............................. 8 28
 S. Land ........................................... 13 29
 Offshore ......................................... 26 53
Maryland .......................................... 0 0
Michigan .......................................... 0 2
Mississippi ....................................... 15 14
Montana ........................................... 1 13
Nebraska .......................................... 0 1
New Mexico ..................................... 42 81
New York .......................................... 2 7
North Dakota .................................... 44 75
Ohio .................................................. 8 12
Oklahoma ......................................... 76 208
Pennsylvania .................................... 50 26
South Dakota.................................... 1 2
Texas ................................................ 355 931
 Offshore ......................................... 3 7
 Inland waters ................................. 0 1
 Dist. 1 ............................................. 17 18
 Dist. 2 ............................................. 10 38
 Dist. 3 ............................................. 33 63
 Dist. 4 ............................................. 29 95
 Dist. 5 ............................................. 74 181
 Dist. 6 ............................................. 47 126
 Dist. 7B........................................... 12 31
 Dist. 7C........................................... 17 72
 Dist. 8 ............................................. 57 134
 Dist. 8A .......................................... 12 34
 Dist. 9 ............................................. 19 40
 Dist. 10 ........................................... 25 91
Utah .................................................. 17 50
West Virginia ................................... 21 26
Wyoming .......................................... 35 77
Others—HI-1; NV-1; VA-5;............... 7 12

 Total US ...................................... 968 1,990
 Total Canada ............................. 170 426

 Grand total ................................. 1,138 2,416
US Oil rigs ........................................ 272 395
US Gas rigs....................................... 688 1,586
Total US offshore ............................. 31 66
Total US cum. avg. YTD ................ 1,097 1,845

Rotary rigs from spudding in to total depth.
Defi nitions, see OGJ Sept. 18, 2006, p. 42.

Source: Baker Hughes Inc.
Data available in OGJ Online Research Center.

US NATURAL GAS STORAGE1

8-7-09 7-31-09 8-7-08 Change,
–——––—— bcf —––——– %

Producing region ............... 1,073 1,068 737 45.6
Consuming region east ..... 1,635 1,579 1,465 11.6
Consuming region west .... 444 442 357 24.4

Total US ........................... 3,152 3,089 2,559 23.2
 Change,

 May 09 May 08 %

Total US2 .......................... 2,367 1,836 28.9

1Working gas. 2At end of period.
Source: Energy Information Administration 
Data available in OGJ Online Research Center.
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US PETROLEUM IMPORTS FROM SOURCE COUNTRY
Chg. vs.

Average previous
 Apr. Mar. ——YTD—— ——– year ——
 2009 2009 2009 2008  Volume %

–———––––––—— 1,000 b/d ––—––––––———–

Algeria ............................. 612 463 545 528 17 3.2
Angola ............................. 462 657 582 478 104 21.8
Kuwait ............................. 105 181 194 223 -29 -13.0 
Nigeria............................. 733 891 661 1,154 -493 -42.7 
Saudi Arabia.................... 1,021 967 1,117 1,528 -411 -26.9 
Venezuela ........................ 891 1,106 1,124 1,158 -34 -2.9
Other OPEC ...................... 930 950 935 1,046 -111 -10.6 
 Total OPEC ................ 4,754 5,215 5,158 6,115 -957 -15.7 

Canada ............................ 2,281 2,438 2,444 2,583 -139 -5.4
Mexico............................. 1,289 1,199 1,320 1,344 -24 -1.8
Norway ............................ 112 192 118 100 18 18.0
United Kingdom............... 424 208 264 204 60 29.4
Virgin Islands................... 290 264 313 341 -28 -8.2
Other non-OPEC............... 2,823 2,958 2,846 2,357 489 20.7
 Total non-OPEC ........ 7,219 7,259 7,305 6,929 376 5.4

 TOTAL IMPORTS ...... 11,973 12,474 12,463 13,044 -581 -4.5

Source: DOE Monthly Energy Review 
Data available in OGJ Online Research Center.

OIL STOCKS IN OECD COUNTRIES*

Chg. vs.
previous

 Apr. Mar. Feb. Apr. ——– year ——
 2009 2009 2009 2008  Volume %

–———————— Million bbl ––——————–

France ................................. 173 178 178 173 — —
Germany ............................. 279 278 279 279 — —
Italy..................................... 132 131 128 134 –2 –1.5
United Kingdom.................. 98 100 98 98 —– —
Other OECD Europe ............ 723 724 726 679 44 6.5
 Total OECD Europe ..... 1,405 1,411 1,409 1,363 42 3.1

Canada ............................... 196 198 196 195 1 0.5
US ....................................... 1,812 1,795 1,770 1,666 146 8.8
Japan.................................. 606 611 619 610 –4 –0.7
South Korea........................ 152 155 157 141 11 7.8
Other OECD ........................ 114 109 108 105 9 8.6

 Total OECD ................... 4,285 4,279 4,259 4,080 205 5.0

*End of period.
Source: DOE International Petroleum Monthly Report
Data available in OGJ Online Research Center.

OECD* TOTAL GROSS IMPORTS FROM OPEC

Chg. vs.
previous

 Apr. Mar. Feb. Apr.  ——– year —–—
 2009 2009 2009 2008 Volume %

–———————— Million b/d ––——————–

Canada ............................. 459 369 392 500 –41 –8.2

US ..................................... 4,754 5,215 4,956 6,259 –1,505 –24.0

Mexico.............................. 29 23 11 10 19 190.0

France ............................... 567 689 722 650 –83 –12.8
Germany ........................... 464 347 355 495 –31 –6.3
Italy................................... 963 1,047 966 1,176 –213 –18.1
Netherlands...................... 533 516 571 554 –21 –3.8
Spain ................................ 653 689 1,036 559 94 16.8
Other importers  ............... 1,036 1,139 908 1,224 –188 –15.4

United Kingdom................ 257 311 285 267 –10 –3.7

 Total OECD Europe ... 4,473 4,738 4,843 4,925 –452 –9.2

Japan................................ 3,629 3,806 4,273 4,434 –805 –18.2
South Korea...................... 2,072 2,274 2,572 2,193 –121 –5.5

Other OECD ...................... 482 535 376 661 –179 –27.1

 Total OECD ................. 15,898 16,960 17,423 18,982 –3,084 –16.2

*Organization for Economic Cooperation and Development.
Source: DOE International Petroleum Monthly
Data available in OGJ Online Research Center.

OECD TOTAL NET OIL IMPORTS

Chg. vs.
previous

 Apr. Mar. Feb. Apr. ——– year ——
 2009 2009 2009 2008  Volume %

–———————— Million b/d ––——————–

Canada ............................ –1,387 –1,477 –1,390 –1,284 –103 8.0
US .................................... 10,073 10,636 10,369 11,498 –1,425 –12.4 
Mexico............................. –1,065 –1,102 –1,254 –1,335 270 –20.2 
France .............................. 1,641 2,025 1,806 1,716 –75 –4.4
Germany .......................... 2,273 2,440 2,325 2,222 51 2.3
Italy.................................. 1,481 1,441 1,261 1,528 –47 –3.1
Netherlands..................... 1,060 820 1,233 818 242 29.6
Spain ............................... 1,376 1,463 1,668 1,627 –251 –15.4 
Other importers  .............. 3,774 4,046 3,819 4,070 –296 –7.3
Norway ............................ –2,098 –2,413 –2,437 –2,069 –29 1.4
United Kingdom............... –16 125 –3 115 –131 –113.9 
 Total OECD Europe .. 9,491 9,947 9,672 10,027 –536 –5.3
Japan............................... 4,100 4,374 4,768 5,077 –977 –19.2 
South Korea..................... 1,965 2,162 2,519 2,055 –90 –4.4
Other OECD ..................... 917 955 786 1,055 –138 –13.1 

 Total OECD ................ 24,094 25,495 25,470 27,093 –2,999 –11.1 

Source: DOE International Petroleum Monthly
Data available in OGJ Online Research Center.

WORLD OIL BALANCE

2009 –––––––––––– 2008 –––––––––––– 2007
1st 4th 3rd 2nd 1st 4th
qtr. qtr. qtr. qtr. qtr. qtr.

————————– Million b/d ————————–

DEMAND
 OECD
 US & Territories .................... 19.06 19.53 19.19 20.04 20.31 20.90
 Canada .................................. 2.20 2.26 2.28 2.19 2.31 2.38
 Mexico .................................. 2.05 2.07 2.14 2.19 2.12 2.16
 Japan  ................................... 4.72 4.71 4.34 4.63 5.45 5.25
 South Korea .......................... 2.34 2.14 2.10 2.11 2.35 2.31
 France ................................... 2.02 2.04 1.95 1.95 2.01 2.02
 Italy  ...................................... 1.55 1.62 1.64 1.64 1.66 1.75
 United Kingdom .................... 1.73 1.73 1.65 1.73 1.73 1.73
 Germany................................ 2.57 2.65 2.71 2.43 2.49 2.54
 Other OECD 
  Europe .............................. 7.03 7.31 7.48 7.27 7.43 7.62
 Australia & New 
  Zealand............................. 1.08 1.12 1.10 1.11 1.10 1.15
  Total OECD ..................... 46.35 47.18 46.58 47.29 48.96 49.81

NON-OECD
 China  .................................... 7.55 7.36 8.10 7.99 7.96 7.61
 FSU........................................ 4.11 4.38 4.35 4.31 4.30 4.35
 Non-OECD Europe................. 0.77 0.80 0.80 0.79 0.79 0.81
 Other Asia ............................. 9.16 8.76 8.96 9.61 9.52 9.29
 Other non-OECD.................... 15.31 15.55 16.40 16.03 15.12 15.96
  Total non-OECD ............. 36.90 36.85 38.61 38.73 37.69 38.02

TOTAL DEMAND..................... 83.25 84.03 85.19 86.02 86.65 87.83

SUPPLY
 OECD
 US ......................................... 8.78 8.46 8.18 8.75 8.67 8.58
 Canada .................................. 3.39 3.40 3.40 3.22 3.38 3.40
 Mexico .................................. 3.06 3.12 3.15 3.19 3.29 3.33
 North Sea.............................. 4.40 4.37 4.06 4.31 4.44 4.57
 Other OECD ........................... 1.56 1.60 1.60 1.58 1.53 1.57
  Total OECD ..................... 21.19 20.95 20.39 21.05 21.31 21.45

NON–OECD
 FSU........................................ 12.60 12.46 12.42 12.60 12.59 12.65
 China  .................................... 3.92 3.99 3.97 4.00 3.94 3.87
 Other non–OECD................... 12.50 12.38 12.32 12.15 12.22 12.12

 Total non-OECD,
   non-OPEC ................... 29.02 28.83 28.71 28.75 28.75 28.64

OPEC*....................................... 33.24 35.16 36.18 35.84 35.72 36.15

TOTAL SUPPLY ....................... 83.45 84.94 85.28 85.64 85.78 86.24

Stock change.......................... 0.20 0.91 0.09 –0.38 –0.87 –1.59

*Includes Angola. 
Source: DOE International Petroleum Monthly
 Data available in OGJ Online Research Center.
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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 918-832-9201,

email: glendah@pennwell.com.

• 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.

• 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.

• COMPANY LOGO: Available with undisplayed ad for $83.00. Logo will be centered

  above copy with a maximum height of 3/8 inch.

• NO SPECIAL POSITION AVAILABLE IN CLASSIFIED SECTION.

• PAYMENT MUST ACCOMPANY ORDER FOR CLASSIFIED AD.

C l a s s i f i e d  A d v e r t i s i n g
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EMPLOYMENT EQUIPMENT FOR SALE

OGJ Classifi eds

Get Results

OILFIELD & GAS MARKET MANAGER

Growing PVF manufacturer and distributor in 
Kansas City, MO is looking for an experienced, self-
motivated, and professional leader to successfully 
increase our share of the Oilfi eld & Gas market.

We’re currently looking for the best sales profes-
sional in the Kansas City area to join our team 
and drive sales throughout the United States.  This 
individual will be responsible for driving strategic 
sales initiatives.  
Responsibilities include:
• Prospect and penetrate new accounts
• Manage multiple deals concurrently.
• Qualify and forecast deals accurately.
• Exceed goals and make money.
Requirements:
• Seasoned Sales Professional - 5+ years of 
 successful sales experience.
• Consistent Success – Over-quota, top ranked, 
 President’s-Club-making performance 
 throughout your sales career.
• Stability – A history of intelligent career 
 decisions that resulted in wildly successful, 
 non-brief tenures.
• Prospecting – A lack of fear towards prospecting. 
 An ability, creativity and passion towards 
 prospecting and breaking into new accounts.
• Likeability – No Jerks – this is one of our core 
 company values.
Preferred Skills and Experience:
• New market sales experience – success 
 evangelizing a new product in a new market.
• Successes in different companies – a proven 
 ability to take your sales skills and be successful 
 selling in different markets, different cultures, to
 different audiences.
Benefi ts include very competitive compensation 
package with a base salary, uncapped commission, 
dental and health insurance.  

Please send your resume and compensation history 
to Jim Hodes, jim@midlandmetal.com

Producing Solutions

Separators, Hydrocyclones, Float Cells, Filtration,  

Electrostatic Oil Treaters, Amine Units, Glycol Units,  

JT-Plants, Refrigeration Units, LACT Units 

For Information Call 713.849.7520

www.NATCOGroup.com

Water, Oil and Gas 

Treatment/Conditioning 

Equipment

For Sale, Lease, Contract Service

FOR SALE / RENT
5.2 MW MOBILE GEN SETS

CALL: 800-704-2002

SOLAR
TAURUS 60

DIESELS • TURBINES • BOILERS

24/7 EMERGENCY SERVICE
IMMEDIATE DELIVERY

www.wabashpower.com | info@wabashpower.com
Phone: 847-541-5600  Fax: 847-541-1279

• GAS - LOW NOx (OIL)
• 60 Hz - 13.8KV or 50 Hz - 11KV
• LOW HOUR - SOLAR SERVICED

444 Carpenter Avenue, Wheeling, IL 60090

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

ConocoPhillips Company in Bartlesville, Ok 
seeks Materials Scientist/Engineer.  Qualifi ed 
applicants will possess a Master’s degree in 
materials science/engineering or metallurgy and a 
minimum of two years experience in the selection 
of specialized metallurgy depending on use 
conditions, corrosion/erosion control, mill and 
inspection processes, materials of construction, 
and oil and gas production processes.  
To submit resume, please visit 
www.conocophillips.com/careers. Put Job code 
007BP on resume.

Smith International, Inc. in Houston, Texas
seeks Reliability Engineer IV to participate in 
hardware and data analysis including fracture 
surface analysis, fatigue life determination of 
alloy steels, failure analysis of tungsten carbide 
and diamond enhanced inserts, failure analysis of 
rotary seals; prepare reports for product 
improvement and failure defi nition, including 
customer reports.  Must have Bachelor’s degree 
in Chemical, Mechanical or Materials 
Engineering and 7 yrs of experience.  Mail 
resume to S. Gillen, HR, Smith International, 
1310 Rankin Rd., Houston, Tx 77073.  Must 
indicate job code REIV on resume.

BUSINESS OPPORTUNITY

Want to purchase minerals and other oil/gas 

interests.  Send details to:  P.O. Box 13557,

Denver, CO 80201.

WANTED

Broker Dealer

To Sell Registered

Oil Gas Program

615-479-4156

RESERVOIR ENGINEER 

EQUIPMENT FOR SALE
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Unconventional Gas:
New Methods. New Supply.

September 29 - October 1, 2009

Fort Worth Convention Center

Fort Worth, Texas USA

Owned & Produced By: Flagship Media Sponsors: Sponsored by:Gold Sponsor:

Register Today
www.unconventionalgas.net

C l a s s i f i e d 
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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 

HYDROCARBON-OIL-GAS

Mineral Interest for sale or lease:  Acreage 

shallow/Marcellus shale and deeper 

formations with excellent subsurface geology 

in Tioga Potter County, PA.  Fax 570-538-1818

CONSULTANT

STRUCTURES

Hiring?

Selling Equipment?

Need Equipment?

Business Opportunity?
Contact:  Glenda Harp

+1-918-832-9301 or

1-800-331-4463, ext. 6301

Fax:  +1-918-831-9776

When you need a quality

building fast, ClearSpan™

is the only choice.

Buildings available  

up to 250' wide.

Natural daytime lighting.

Easy to relocate.

Expandable.

Low in cost  

per square foot.

A DIVISION OF

Call today…
…for your free catalog 1.800.835.7877  
or shop online at www.TekSupply.com.  
Please mention code CST0943.

C
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Houston
Director of Sales, Tripp Wiggins; Tel: (713) 963-6244, 
Email: trippw@pennwell.com. U.S. Sales Manager, 
Marlene Breedlove; Tel: (713) 963-6293, E-mail: marle-
neb@pennwell.com. Regional Sales Manager, Mike Moss; 
Tel: (713) 963-6221, E-mail: mikem@pennwell.com. 
PennWell - Houston, 1455 West Loop South, Suite 400, 
Houston, TX 77027. Fax: (713) 963-6228

South/Southwest /Texas/Northwest/Midwest/Alaska
Marlene Breedlove, 1455 West Loop South, Suite 400, 
Houston, TX 77027; Tel: (713) 963-6293, Fax: (713) 963-

6228;  E-mail: marleneb@pennwell.com

Northeast/Texas/Southwest
Mike Moss, 1455 West Loop South, Suite 400, Houston, 
TX 77027; Tel: (713) 963-6221, Fax: (713) 963-6228; 

E-mail: mikem@pennwell.com

Louisiana/Canada
Tripp Wiggins, 1455 West Loop S. Ste. 400, Houston, 
TX 77027; Tel: (713) 963-6244, Fax: (713) 963-6228; 

E-mail: trippw@pennwell.com

Scandinavia/Denmark/The Netherlands/Middle
East/Africa
David Betham-Rogers, 11 Avenue du Marechal Leclerc, 61320 
Carrouges, France; Tel: 33.2.33.282584, Fax: 33.2.33.274491;  
E-mail: davidbr@pennwell.com

United Kingdom
Stephen Wilding, 188 Gordon Avenue, Camberley, GU15 
2NT United Kingdom Tel: +44.7545.829.891, Fax: +44 
7545.829.891; E-mail: stephenw@pennwell.com

France/Belgium/Spain/Portugal/Southern
Switzerland/Monaco
Daniel Bernard, 8 allee des Herons, 78400 Chatou, France; 
Tel: 33(0)1.3071.1224, Fax: 33(0)1.3071.1119; E-mail: 
danielb@pennwell.com

Germany/Austria/Northern/Switzerland/Eastern
Europe/Russia/Former Soviet Union
Sicking Industrial Marketing, Kurt-Schumacher-Str. 16, 
59872, Freienohl, Germany.  Tel: 49(0)2903.3385.70, Fax: 
49(0)2903.3385.82; E-mail: wilhelms@pennwell.com; www.
sicking.de <http://www.sicking.de> Andreas Sicking

Japan
ICS Convention Design Inc., Plama Bldg. 2F, 2-13-8, 
Nihonbashi Kayabacho, Chuo-ku, Tokyo 103-0025, Japan, 
Tel: 81.3.5645.1271, Fax: 81.3.5645.1272; Manami 
Konishi, E-mail: manami.konishi@ex-press.jp; Masaki Mori, 
E-mail: masaki.mori@ex-press.jp

Brazil
Grupo Expetro/Smartpetro, Att: Jean-Paul Prates and 
Bernardo Grunewald, Directors, Ave. Erasmo Braga 22710th 
and 11th floors Rio de Janeiro RJ 20024-900 Brazil; Tel: 
55.21.3084.5384, Fax: 55.21.2533.4593; E-mail: jpprates@
pennwell.com.br and bernardo@pennwell.com.br

Singapore/Australia/Asia-Pacific
Michael Yee, 19 Tanglin Road #09-07, Tanglin Shopping 
Center, Singapore 247909, Republic of Singapore; Tel: 65 
6737.2356, Fax: 65.6734.0655; E-mail: yfyee@singnet.
com.sg

India
Rajan Sharma, Interads Limited, 2, Padmini Enclave, 
Hauz Khas, New Delhi-110 016, India; Tel: +91.11. 
6283018/19, Fax: +91.11.6228 928; E-mail: rajan@
interadsindia.com

Italy
Paolo Silvera, Viale Monza, 24 20127 MILANO Italy; 
Tel:+02.28.46 716; E-mail: info@silvera.it
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M a r k e t  J o u r n a l  by Sam Fletcher, Senior Writer

T h e  E d i t o r ’ s

P e r s p e c t i v e
by Bob Tippee, Editor

From the Subscribers Only area of

Hazards linger

as the Obama

agenda stalls
Those raucous outbursts against health-

care reform legislation mean more than 

what US President Barack Obama and his 

Democratic Party stalwarts want to believe.

Americans correctly sense that their 

stylish and articulate president has been 

railroading them—and not just on health 

care.

Attempts to discredit the backlash as 

misapprehension wrought by right-wing 

scaremongering look foolish.

In fact, the Congressional Budget Offi ce 

wrecked the Obama program when it esti-

mated that health bills written to the presi-

dent’s prescription would add at least $1 

trillion to the federal defi cit over 10 years.  

CBO thus punctured Obama’s core 

argument: that health-care costs will lead 

to fi scal ruin if the government doesn’t take 

control of the system and promise insur-

ance coverage to everyone.  

Rising US health costs remain a prob-

lem, of course. But Obama’s lots-for-all 

solution is collapsing under the weight of 

its own impossible economics.

Democrats now can hope only to pass 

some light version of health-care reform 

and declare victory. But the damage is 

done, and Obama’s credibility has suffered.

The president similarly jumped over-

board with energy and climate change 

provisions of his budget proposal.

Obama wanted to raise tens of billions 

of dollars from the oil and gas industry, 

with tax changes, and hundreds of billions 

from emitters of greenhouse gases, with 

auctions of emission credits. He aimed 

proceeds at renewable energy and relief for 

families hurt by recession.

In Congress, however, tax changes 

that would have stymied US drilling have 

stalled. And the emission-credit auction has 

given way to a politically malleable alloca-

tion system providing few of the front-end 

dollars crucial to Obama’s wealth transfers.

These are fundamental defeats for a 

president who tried to change too much 

of the national economy too radically and 

too quickly. American wariness of heed-

less liberalism is evident in recent slides in 

Obama’s approval ratings.

Yet the oil and gas industry can take 

no comfort in the unraveling of his hostile 

political agenda. Hazards persist.

Democrats will feel obliged to rescue 

their fading hero. They need a dragon to 

slay. They need tax revenue. For the indus-

try, these are reasons to worry.

(Online Aug. 14, 2009; author’s e-mail: 

bobt@ogjonline.com)

A century of speculation

For more than 100 years, US legislators have passed laws to reduce price volatil-
ity and prevent manipulation of commodity markets. So why should today’s “new 
wave of regulation” prove any better than those in the past? asks Adam Sieminski, 
chief energy economist, Deutsche Bank, Washington, DC.

The US Commodity Futures Trading Commission proposes to extend to energy 
futures the regulation and supervision that already exists for agricultural markets. 
“But if legislation has not been able to curb excessive price moves in agricultural 
prices, why should its extension to energy markets be any different?” Sieminski 
asked in a recent report.

“In the past, measures to control commodity prices have ranged from rais-
ing margin requirements, increasing position limits, introducing trader reporting 
requirements, naming and shaming market positions of large traders, introduc-
ing price controls, banning exports, prohibiting trading in a particular commodity 
futures contract or, in the extreme, an outright ban of trading a particular commodity 
future,” Sieminski reported. “With politicians and regulators appearing to downplay 
the signifi cant mismatch between commodity supply and demand as the primary 
factor driving many commodity prices, we are once again embarking on another 
confrontation between regulators and speculators,” he said.

In the late 19th Century, the government introduced the fi rst of many bills to 
regulate, ban, or tax commodity trading in the US. But legislation to curb perceived 
excesses of speculation began to accelerate in the early 20th Century.

In 1921, legislation was introduced to confi ne trade of grain futures to regulated 
exchanges that allowed federal scrutiny. During the Great Depression, the Commod-
ity Exchange Act was introduced to combat excessive declines in grain and cotton 
prices, which were blamed on speculators. In 1947 as commodity prices rose during 
the postwar boom, there was legislation permitting the US Secretary of Agriculture 
to publish the names, addresses, and market positions of 35,000 traders. In 1973, 
the US government introduced price controls, banned export of soybeans, and 
increased futures margin requirements in an attempt “to reverse a trebling in many 
commodity prices,” Sieminski said.

The Hunt brothers’ case
And then there was the case of oilmen Nelson Bunker and William Herbert Hunt, 

sons of legendary H.L. Hunt, who were accused of attempting to corner the silver 
market. The elder brother, Bunker Hunt, an extreme conservative, saw silver as a 
stable commodity in a fi nancially unstable world—a hedge against infl ation. So in 
the 1970s, he and brother Herbert began buying silver.

According to one version of this story, the Hunts accumulated 10% of the known 
world supply of silver by the mid-1970s. Another source estimated the brothers 
at one time held a third of the world’s privately owned silver. In the process, they 
drove up the price. After investing most of their own capital, the Hunts teamed with 
wealthy Arabs to buy more silver, which in turn increased the value of their own 
holdings. Others got in the game. In less than 10 years, the price of silver climbed 
from $2/oz to a record $50/oz. And Bunker expected it to go higher.

In time, a worried Chicago Board of Trade and COMEX, a division of the New York 
Mercantile Exchange originally known as Commodity Exchange Inc., changed their 
rules, heavily restricting purchases of commodities on the margin and limiting the 
size of silver contracts held by any one trader. All excess contracts were to be liqui-
dated by February. According to sources, the Hunts’ silver position was worth $4.5 
billion when the price peaked in January.

The Hunts had borrowed heavily to buy silver and were unable to satisfy fi nancial 
obligations as the price began to fall. Facing a potential loss of $1.7 billion, the Hunts 
couldn’t meet a margin call for $100 million. On Mar. 27, 1980—“Silver Thursday”—
a steep drop in silver prices sparked a panic that rocked fi nancial markets beyond 
silver commodities and forced the sale of Hunt positions.

Fearing collapse of large Wall Street fi rms, a consortium of US banks provided 
a $1.1 billion line of credit to the brothers so they could repay—and thus save—the 
brokerage fi rm Bache Halsey Stuart Shields, now Prudential-Bache Securities LLC.

The Hunts pledged most of their assets, including their stake in Placid Oil, as col-
lateral for the rescue loan, but the value of their holdings in oil, sugar, and real estate 
fell steadily in the 1980s, leading to bankruptcy fi lings by the brothers and Placid Oil 
and eventual sale of the company. In a 1989 settlement, Bunker Hunt agreed to pay 
$10 million, the largest fi ne then ever levied by the CFTC.

(Online Aug. 17, 2009; author’s e-mail: samf@ogjonline.com)
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www.OilSandsTechnologies.com

Owned & Produced by: Media Partners:Flagship Media Sponsors:

Please submit a 150-400 word 
abstract by October 16, 2009.

For author guidelines and to 

submit your abstract online go to 

OilSandsTechnologies.com

For more information, contact:

Gail Killough

Conference Manager

Phone: +1 713 963 6251

Fax: +1 713 963 6201

gailk@pennwell.com

Expanding Sustainably
Growth requires the oil sands and heavy oil industry to 

make steady, long-term progress along a narrow road 

for which no map exists.

On one side loom the high costs of extracting, 

processing, and transporting unconventional 

hydrocarbons.

On the other side are environmental performance 

standards that toughen with time and that the industry 

never must fail to meet.

Each step along this road requires innovation. Each 

must withstand unpredictable economic changes. 

Each must uphold eternal values of nature and society.

On this road, the beacon for progress is technology, 

advances in which will control the costs, improve

the environmental performance, and assure the 

sustainability of an industry crucial to oil supplies – 

now and in the future.

The Oil Sands and Heavy Oil Technologies Conference 

& Exhibition is the premier showcase for the 

knowledge and methods of this fascinating business.

Conference organizers are accepting 

150–400-word abstracts for the 2010 event at 

www.oilsandstechologies.com

Abstracts should summarize a noncommercial, 

technical presentation offering practical solutions to the 

operating and environmental challenges facing oil sands 

operators, upgraders, and electricity providers.

Guidelines are available at www.OilSandsTechnologies.com.

Call for Abstracts

Abstracts are due by October 16, 2009.
Oil Sands and Heavy Oil Technologies Conference & Exhibition | July 20–22, 2010 | Calgary TELUS Convention | Centre, Calgary, Canada
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Coring Performance for the Ages.
622 feet of perfect core in a single run.  
 The cost savings alone are monumental. 

Objective:  Unprecedented, ultra-long coring runs to recover the highest quality,  

best preserved cores at higher ROP without tripping; delivering  

significant time and cost savings.

Environment: Khuff gas formation, Qatar, 9,200 ft (2,804 m).

Technology: INTEQ HT Series™ ultra-long core barrels and QuickCore™ core bits.

Reliable aluminum inner barrels. Non-rotating inner tube stabilizers.

Answers:    Reduced full coring program of 1,500 ft (457 m) of Khuff formation from  

20 days to nine. World-record single core run of 622 ft (190 m) at an  

average ROP of 15 ft/hr (5 m/hr).

Get rock-solid coring answers all at once at www.bakerhughes.com/coring.
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