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1. Reshadat Renovalion & Development Project (ERCH)

scope of work tor this project s Engineering, Procurameant,
Construchion and Installation (ERCH) of 5 ofishore jackels in
Reshadat Qilfield in Persian Guif. The: Client is-franlan Ofshore Ol

Company [1SC0C).
The weight of Jackets:
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‘ NEWS

Egypt & Russia

seek further cooperation in
Oil and Natural Gas

Scuiﬂr officials from Egypt and Russia held talks 1o boost cooperation in
the sector of oil and natral gas.

During the meeting. Egyptian Minister of Petroleum Samch Fahmi and Russian
Munister of Energy and Industry Viktor Khristenko discussed their countries”
plans 1o face the problem of growing o1l prices in world markets.

Fahmi said afier the meeting that their talks tockled bencfiting from the Russian
expertise in manufacturing ol explomtion equipment.

They also probed the activities of the Bussian oil companies in Egypt, sadd Fahmi,
Russia’s LUKoil and Novatek companies are exploring for oil and natural gas in
Epypt’s Gulf of Swez and the Westermn Desent.

In addition, the two ministers reviewed preparations for an upcoming meeting
of gas exporting countries set io tike place in Russia by the end of this year.
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Dana Makes 'Excellent’

Oil Discovery in
UK North Sea

K-based independent oil exploration

corngsiny Lana has discovered “good
quality oil™ in the Morth Sea, excesding its
pre-drilling expectations, the company
has announced
The full Brent reservoir sequence was
discovered at the Dana-operated West
Rinnes structure in Block 21024 in the
UK northemn North Sea.
The well, drilled o a tetal measured depth
of 6,470, found “excellent quality sands™
throughout the Brent sequence, savs the
COmIpaTy.
[dana has now completed a dnll-stem test
of the Bremt reservoir, which flowed at
rafes of up 1o 7,500 barrels of oil per day.,
Following teste, ihe well will be side-
tracked into the neighbouning East Rinnes
siruchure,
“This is an excellent result which has ex-
ceeded our pre-dnll expectations. The dis-
covery of good quality oil at West Rinnes
gives strong encouragement for a nusmber
of other prospects m this immediate area,”
saws Diana Chiel Executive Tom Cross
Drana is 24 to begin dnlling at the nearby
East Rinies, West Hudson, Morth Melville
and south-west Rinmnes wells




to Raise Production
as Oil Jumps to New
Record

PEC has announced plans to lift

production capacity by five million |

barrels a day by 2012, & day after group
president Chakib Khelil announced oil

production would not be mised 1o coun- |

ter hagh oil prices.

Speaking to reporters o the Internation- :

al Energy Forum in Rome, OPECS sec-
retary general Abdalla Salem El-Badri
snid the group aims to boost production
capacity by nine million bamrels a day by
2020, writes AFP.

Cutput by OPEC producers cumrently
stands ot about 32 million bamels a day,
Meanwhile,
rise hatting record highs above 3115,
boosted by o jump in oil demand laste
month from Chine and supply con-
cems from key producers including
Russia and Migeria.

US light crude for May delivery was
up 25¢ ot $117.73 o barrel while Lon-
don Brent crude was up 40¢ a1 §1 14,83

a barrel, afier nsang 10 a record peak of

5115.03, wnites Reuters.
Russia, the world's largest non-OPEC

producer, is st to produce less than |

207 while Migeria®s output may be set
in fall due to lack of nvestment.

oil prices continued 1o |

BP and Conoco Phillips Team
Up on Alaskan Pipeline

upermapors BP and ConocoPhillips have joined forces 1o build an Alaskan
gas pipeling 1o move about four billion cubse feet of naneral gas per day
1o US markets, billed as the largest private construction project to be built in
Korth America.
The progect will consast of a gas treatment plant on Alaska’s North Slope and a
large-diameter 700 mile pipeline that will rum from Canada through the Yukon
Territory and British Columbia 10 Alberta, says ConocoPhillips.
“This project is vital for North American energy consumers and for the fislure of the
Alaska oil and gas industry,” says BP Group Chicf Executive Tony Hayward,
‘At will allow us to keep our North Slope fiekds in production for another 50 years.™
The two companies plan to spend LISS600m to take the project 1o open season by
the end of 2010, where companies will be sought 1o be involved in construction.
Both companics have assigned stafl o the joint project team and will build
new headguarters in Anchorage 1o manage the project.

i ~ Halliburton Wins
wrfawas Profits Rise

ginnt Halliburton has won a thres-year contract o work on
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Indonesia Oil
Production runs in to
1 Million BPD

' Inlh1l'.4.'-i:!'~s daily oil prodwction has hit

ang millson bpd, following is recent
Hrugghe 10 mse prodection amid surg-
ing ol prices.

[ Matonal ol production is set o get an

skhitional supply of GO bsd from
nine newly operating oil felds soon this
year, accordmg o a eepresentative of
BFs Indoneskan arm BP Migas

The Indonesian Govemment previously
Iowvered the production trget to around
G50,000 bpd from ome million bamels doe
to aping hlocks and under-invesiment,
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Outsourcing
IT Business in
Landmark Deal by Shell

upermajpor Shell has signed Master

Bervice Agreements [MSAs) with
three ghobal IT and telecommunications
companies in one of the largest out-
SOURCERE Conlrcis in hull.'lr'_'.-_
Linsder the MSAs, Shell has ousourced a
large bulk of s [T infrastructare in bil-
lbom dollar deals with ATET for network
and telecommunications, T-Systems for
hosting and storage and EDS for end-
user computing services and operational
interrntion
The deal allows Shell IT “to focis on
information technology that drives com-
petitive position m the oil and gas mar
ket, whilst supplicrs focws on improving
essenbal IT capability™ sayvs Shell’s
Cheef Information Officer Alan Matila
The company says it expecls “minmmal
redundancies™ as a result of the changes
as It transfers the majorty of affected
staft to the service providers,
Shell’s IT business currenily provides

| services o approxieately | 50,000 users

worldwede in over 10D countries,
The MSAz are 24 o come inte force
from 1 July 2008
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heniere Energy Inc., a developer of LNG regasification terminals, said
s evaluating the possibility of selling the Sabine Pass LNG terminal,
scheduled to start operation in the second quarter.
The terminal, now under construction for 3 vears, will have an initial send-
cut capacity of 2.6 befd and peak capacity of 4.3 befil.
Options include taking on pariners or sclling Cheniere's 2 befid portion of the
terminal’s 4 befd capacity. Total SA and Chevron Corp, each hold 20-year
agreernents for 1 befd capacity.
Chasif Souki, Cheniere chairman and chief executive officer, said, “We do
not believe that our current market valuation is reflective of the true value of
this unique asset, and we are therefore exploring options to enhance value
fior our shareholdars.”
The terminal in Cameron Parish, La., will be the largest US LNG regasifica-
tion facility and will have 16.8 bef of LNG storge capacity with two berths
capable of handling the largest LNG vessels,
Cheniers Energy of Houston hired Credit Suisse as ils financial advisor re-
garding the future of the Sabine Pass terminal.

ntec Engineering has appointed Dr, Alastair Walker as associate techai-
cal director.
“As we venture info decper water and more hostile environments, design
codes do not always offer the guidance needed. As such. there is a need to
develop solutions for problems through the use of first prineiples and ad-
vanced numerical methods™, says Chris Tam, chief strategy officer of Intec
Engincering. “Alastir brings immense depth of knowledge in advanced
mechanics and 3 wealth of experience in pipeline engineering fo the frontier
challenges in our industry™.
Walker holds an M5 in thermodynamics from the University of Birming-
ham, a PhD) from the University of Glasgow and DS from the University
of Strathclyde.



Azerbaijan Oil
Platform Begins
Production

il production at e Deep Water Gu-

nashli (DWG) platform i Akerdhod-
Jan has started on schedule, operator BP
has announced.
Stan-up of the WG L'|.||.'|!||!l||:.n: L:-:_unplﬂl}s
the third phase of development at the
Azeni-Chimg-Gunashh (ACG) Reld in
Azerbaijan's section of the Caspean Sea,
The complex comprises two platfonms -
a drilling and FII'I;IdI,H.:IiI;In Fl[:.lli:_:nn bridge
limked b @ water injection and gos com-
pression platfonmn
Production i expected to monease through
the year s other pre-drilled wells are
bronsght one-stream, poor o conmmencing
platform drlhing, savs B
The DWG complex is expected to produce
approximately 330,000 bpd, bringing fo-
tal ACG oal productson, nchuding Chimmg,
Enst Azerd, West Aven and Central Azer,
b cwver ome: milhion barmels per day:
COpermtor BP hodds a 43 percent indenest
m ALG with Chevron, S0CAR and In-
pex cich holding & ten percent interest.
The ACG Production Sharing Agree-
ment, signed in September 1994, covers
the Mlyvear phased development of the
Azen-Chimag-Gunashli contract area,

Waoodside to Develop
Gas Project

Australia’s Woodside Petroleum has approved a ASShn investment to de-
vilop the North R.mkm ’ IHRI} gas project off the north-west coast af
Aunstralia
The NR2 project will recover remaining low pressure gas from the North
Rankin and Perseus gus fields.
The project will entail installing a second plmﬂ:m Nm-ﬂ1 Rankin B.ata
water depth of 125 metres, including gas compression facilities. utilities
and mew living quarters.
“This project will extend the field life of the North Rankin and Perscus
ficlds and will support the venture’s onshore gas commitments o supply
cuslomers, post 2013, Woodside -:hael‘m:uﬂw Don Voelee ¢ SAYE.
North West Eh:ll‘cqul partners are BHP Billiton Peroleum, BP Develop-
ments Australia, Chevron Australia Japan, Australia LNG Shell Develop-
ment and Woodside.

Aker Set to «Streamline» Dperations

ker Bvaerner is o menge is maintenance, modifications and opertions busi-
with its field development division, o take effect from January 2009,

The new division will have around 8,500 employees, including more than
2,300 engineers, savs the company.
The company hopes 1o “streamline” operations to “further sharpen our com-
mercial edge 1o win new projects in new and current markets”, savs Presi-
dentand CEQ Simen Licungh.
In January, the Norwegian engineering company announced it would be
rransforming its image with a name change and appointment of new CEQ
later this vear.
The newly named Aker Solutions will represent a “simplification and
strengthening of its corporate identity”, according 1o the company, which is
set o opprove the proposal at its Annual General Meeting,
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BP Shuts Down
Pipeline Serving
Scottish
Refinery

‘I“I: Forties papeline system,
which pumps crude oil from
the UK North Sea, is st 10 shut
down tonight as workers #1 So01-
landl's Grangemauth refinery pre-




PENGASSAN:
Nigeria Strike Shuts
g% Of Mobil
Production

il production by Mobil Pro-

ducing Migeria Unlimated, or
MPM, has been cut by 8% due o
the strike by MPM workers, Georpe
sola  CHumorti, Mobil  branch
chairman of the while - collar Petro-
leum andd Matural Gas Sensor Staft
Association of Nigeria, or Pengas-
san ol
He =aid MPM hos a production
figure of 66,000 barrels of oil
i day,
Earlier, a union official okl Dow
Jones Newswins the Exxon®iobil
Corp.. (XOM) has shut i around
2EHLHH] barrels @ day of crude out-
plut in Nigeno
CHurotimi tobd Dow Jones Pengas-
san workers would achicve wnl
shut down of MPN production,
The strike, which began Thursday
over demand  for higher wages,
wits stilll on,
“No talks ure going on now with
the Mobil management w end the
strike,” Olurotimi said, “Hut we
are. standing-by for the manage-
micn to call ws for a resumption of
negotintions,”
Effores to get MPN official 6 com-

- et were imsuceessful.

=

MMS expects $362.5 million
in latest RIK oil sale

he USs Minerals Management Service expects to gross $362.5 million from its

latest rovalty-in-kind crsde il sale from federal oMshose leases in the Gulf of
Mexico and Pacific Ocean, the Department of the Interior agency reporied. Six
companics submitted winning bids for the 4,264 500 bbbl of crude in the January
sale, or 29050 b'd over the ferms of the contracis, MMS said Feb, 12 DL';|I,Q-|:.,-
15 scheduled to begin Apr. | and o conclude June 30, with the exceplion of ome
Pacific Dcean package that was awarded for | vear,
MMS based its estimaled revenue from the sale on the current S85/bb1 for ail of
this quality. It periodscally conducts such sales as part of 2 program which allows
it to take some crude in kind instead of receiving o cash payment. MMS then
competitively sells this royalty crude on the open markes.
Chevren Products Co,, ConocoPhillips Co,, Exxon Mobil Ol Corp., Sempra
Irading Co., Shell Trading, and Plains Marketing LP submitied the winning bids
in the Batest RIK ol sale, MMS said.

AII wil discivery by Braeilion state-owned company Petroles coubid be
i the workid™s Eacgest sil lind in decades contaiming 33 hoe, Bragil's Na-
tiomal Petridewm Agency (NP o samsanced,

""'-|I-.'.I|-.' o b reportors im Bio e Jaowcirm, AN P President ol Dima saad
il reserves in the deep-water cxprloration arem, mmed O ariees, wounld meake
il hlock the workd®s third lereest known odl reserve,

I contirmaed, Carisca will be Fve times B wer than bt year’s siant sulmali
Papud diseovery, according (o Lima,

Petrahiras savs meere stucdices are needed 1o determing e parcrtial of the
Tt Dvelorre s olllicen] conlivima 1ol the discovery is nesile,

Braxil's current proven wil re

rves, oialaiming mainly liehi odl, are 115 bil

linn barvels, according (o US Encrgy Department sististics,

riretunal 04 K Gas Wagars .“Sllnﬂi ‘E
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Dinaz to start Latvian

refinery construction
in 2010

atvia's Dinaz said if plans o S8t oon-
ion of the country’s first refinery

it 20000 50 it can reduce product mnports.
Diniz Pres, Mikolay Yermolayey said the
4.2 hallion, & million tonnefyear nefin-
ery would be built near Daugavpils just
morth of the Belames-Lithuania  border.
The greenficld site is 4 km from Druzhba
pipeline, which transports Russian oil 1o
Europe.
Yermolayey said the company is conduct-
ing a feassbility study for the refineny and
will start the environmental process o
2009, Dinaz also is secking partners in
developing the refinery.
Separately. Dinnz also plans 1o constnct
a 10 million tennefyear oil tenminal in
Riga that would increase its trade links
and improve domestic fuel mding, Yer-
miHiyey said.

Russia Hits Oil Pesk

Says Lukoil Executive

R;u:lhn ol production has peaked
MY REVeT TefEn: i Current
levels, according 1o the vice president
of Rossi’s lnrgest independent oil com-
pany Lukoil.

Leonid Fedun old UK newspaper the
Financial Times that he belicved kast
year's oil production of about 10m bar-
reks a day wis the highest he would sce
i his lifeime,

Fedun todd. the paper that Russia’s “pe-
riod of intense ofl poobuction [growth]
is ovier”, refeming o the odl-rich Westem
Siberian region, which cin be compared
with decliming production in Morth Sea
and Mexico,

The IEA forceasts RBussion ol produc-
tion will rise to 1L5m bamcls o day in
3002 from:2.95m b'd st vear, which is
Tikely to be revised this vear

@ OFFSHORE ...

Peter Brotherhood to
supply Knock Allan
PSO generators

red. Olsen Production ASA has chosen Peter Brotherhood 1o sup-
ply two condensing steam tirbine driven generator sets for the
Knock Allan FPSO vessel for the Olowi field offshore Gabon.
Each of the two 27 MW 218 consiats of a turbine, gearbox, and pen-
erntor, all mounted on a common bedplare that ineorporates the oil
system, The wrbines will accept steam from gas fired boilers on the
vessel pid will exhaust to @ sepirate condenser dlso supplicd by Peter
Brotherhood. The turbines are the world's most powerful to be in-
stlled on an FPSO vessel, according 1o Peter Brotherhood.
The two gencrator sets recently were fested on steam at Peter Broth-
erhood s manufacturing facility and will be delivered 1w Dubai Dry-
docks fir installation onthe top deck of the vessel, Peter Brotherhood
will commission the machines on board the vessel,
The vessel is being converied from a trading tanker 10 an FPSO a1
Dubai Drydocks. Once operational, it will be able to stre | MMbhb]
and produce 23,000 b'd of oil.




(Qatargas, Shell and
PetroChina Sign
LNG Deal

NG companies Qatargas, Shell and PetroChina have signed sales
and purchase agreements to supply LNG from the state of Qatar
to the rapidly growing Chinese markel.
The deal will provide three million tonnes of LNG ayear for 23 years,
supplied from the Cratargas 4 project in Qutar and shipped 1o Pet-
roChing"s LNG receiving terminals, says Shell.
“The cheaner energy from LNG will contribute to fuclling China’s fast
and sustninable economic development,” savs PetroChing Chainman
Jiang Jiemin.
The Qatargas 4 LNG project - currently under construction - is a part-
nership between Qatar Petroleum, which has a 70 percent stake. and
Shell which owns 30 percenl,
The agrecment was signed in Beijing by Deputy Prime Mimster and
Minister of Encrgy and Industry of Qatar, His Excellency Abduliah
bin Hamad Al-Ativah. PetroChina’s Jiang Jiemin, and the Executive
Director of Royal Dutch Shell Linda Cook.

Eni Krueng
Mane Surveys 3 Sites

Offshore Lhokseumawe

roduction Sharing - Contracter Eni

Krueng Mane, which has a conces-
son off the shore of Lhokscumawe,
plans o survey three sies, ramely Emer-
ald-1. BSM-1 ard Sahre-1 00 Manch and
Apn 2K,
The: contractror 1= scheduled o doll two
wells by sema submerssble pack Bares in
Aupust o November 2008,
BPMIGAS Northem Sumatra’s Hepec-
sentative Head Muliowan said BPMI-
GAS and ENI conducted a coordination
meeting with stakeholders - including
MonhAcch Regent, Medan Navy, Lhok-
seumawe police and the Fishery and
Waterway Agency on Feb. 19 and 20 to
ensure @ srpoodh and successiul process,
The contractor will inform the orea’s
fishermcn compunitics sarming March
4, 2008,

Brazil Reports

Massive 0il Find

An oil descovery by Brazilian state-
awnel company Petrobs could be
the world’s langest ol find in decades con-
tainimg 33 bow, Brazil’s National Petrobeum
Agency (AMNP) has announced.

Speaking to reporiers i Rio De Jancino,
ANP President Horoklo Lima sad ol ne-
sepves in the decpownter explomtion srca,
namied Canoca, would make the block the
workl's third Earpest known odf reserve,

If confimmed. Canoca will be five times
larger than last year's grant subsalt Tupi
diseovery, aceording 1o Lima.

Peirobeas says more studies ane needed o
determine the potential of the find belfore
an official confimuation of the discovery
is madc.

Brazil’s current proven oil resenves, con-
taiming mainly. light oil, are 113 ballion
barrels, according to US Encrpy Depart-

ment statisics.
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for Beginning of April

bnting Energy Group, Inc. reports oil

production of 7-13 bamels per day
fromm the combined output of O Daniel,
Rick #1 and Stout wells in Oklahoma
Bowic Encrgy, a subsidiary of Platina
Energy Group, is the local business rep-
resentative for the prospect.
Bill Hopper, our local field representa-
tive has reported that we will be deploy-
ing the first Thermal Pulse Unit (TPU),
on one of the existing wells on Garvin
County field for testing. If successful,
wee will be adding additional TRU's 1o
odher wells that should increase cument
production significantly by reducton of
paraffin and reduction of viscosity, This
field currently has additional wellbores
avilable for rework opporfumties that
wng very promising for using the TPU
technology.
“Adbeit that this is one of our smaller
about the potential of further validating
reserves through the deployment of the
TPU.” stated Blair Merriam, President of
Platina Encrm.

Hallin offers new
inspection service
allin Marine is offering a mew si-
lution for Worth Sea inspection by
pairing its ROV with a full survey spread
aboard the RRS Emest Shacklston,
The subsea support vessel will be char-
tered on a 100-day hire from Acergy Noe-
way and teamed up with a suite of NCS
Survey s cquipment-three of Hallm's own
ROVs and a crew 1o operate the package.
“We have put together a gren package
that will really hedp operators and major
contractoss find a sample, cost effectve
solution to therr Nonh Sea survey re-
% quirements,” says Mike Amaold, MDD of
Hallin Marine LK.
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Shell Confirms
Another Attack on
Nigerian Pipeline

he Movement for the Emancipation

of the Niger Delta (MEND), the
main armed group in the south of Niger-
ia, confirmed it was responstble for the
sabotage of a Royal Dutch Shell pipeline
on Thursday, some four days after its ini-
tial attack on the ol major.
In a message 10 Agence France-Presse,
MEND said it successfully atacked 2
pipedine run by Shell Petroleum Develop-
ment Company on the Kula River n Riv-
o shale
Mo official ar Shell was available for
comment on MEND's laicst claim,
MEND sdvised oil companies “not to
waste their time™ repairing oil pipe-
lines, waming it will confinue to sabo-
tage them,
MEND had already claimed respon-
sibility for the sabotage of two Shell
pipelings a1 Isaka Fiver and Abonnema
River, also in Rivers state, as part of .o
‘Operation Cyclone®, which is aimed at
destroving Nigena's obl expon industry. =
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il futures ended essen-
teally flat, giving up much
lasger earlier pgains as
tradders sold e book prof-
s fram erude’s recent 10 percent price
rally. Clasility was the day’s watchward,
13 r.|1'id;4.'.~: alternated on mixed news fFoan
OPEC amd competing views aboul the
ecoromy and demand for oil,

The Organization of Petroleum Ex-
porting Countries trimaned ns dermand
forecasts for this year by 100,000 bar-
rels o day but himted that i may cut
production if global supplies of crude
continge to rise,

“It's always on the mind of traders
what COPEC is going f0 do,” said Ad-
dison Armsirong, director of exchange
traded markets at TFS Energy Futurcs
LLC in Stamford, Conn.

Earlier in the weck, prices rose on
Veneruclan President Hugo Chavez's
threat to cist off il shipments o the
Linited States in retaliation for Exxon
Mobil Comp.’s success in convincing
courts in the U5, and Europe to frecee
Veneruelan assels. Exxon has taken
Venerela to cour over lnst year's na-
tionalization of an ol feld

Several reports in recent days have
suggested thal economic conditions
may nat be deteriomting as quickly as
feared. The Federn] Reserve said ine
dustrial production rose last month in
ling with analyst expectations, On the
other hand, the Energy Department, the
International Energy Agency and now
OPEC have all cul demand growth
forccasts for this year, Al the same
time, domestic 0l supphes have nsen
for several time.

“[ think we"re just finally coming back
down fo earth,” said Phal Flynn, an ana-
byt at Alaron Trading Corp. in Chicago,

Light, sweet crude for March deliv-
ery inched up 4 cents 1o seitle at $95.50
on the Mew York Mercantile Exchange
after altemnating freguently between
positive and pegative temitory. Ol
prices have nisen more than 53 in linle
more tan a weck.

By analysts have questioned odl s price
strength in the face of Balling demand.

“It makes no sense,” said Tom Kloza,
publisher and chiel oil analyst at the
0l Price Informption Service in Wall,
M.1., wha -.l_lgH,:;'hl-ElJ speculalors may
be behimsd the recent rise, *1 think o'z
financral and it's speculative,”

Markets that nge quickly on specula-
tive money ofien fall even faster, ana-
lysts say.

At the pump, meamwhile, gas pnces
s (L5 cent overmight 1o a national
average of 32,984 a gallon, accondhing
o AAA and the Oil Price Information
Service. Retail prices, which typically
lag the futures market, have drifted
higher in recent days, following oil's
recent rally.

Oither energy futures wene mixed Fri-
day. March gasoline futures rose 1,77
cents to settle at $2.4938 a gallon on
the Mymes, while March heating oil fell
1.97 cents to 52,6269 a gallon. March

w

matural gas fell 112 cents fo 58.66 per

1,000 cubie feet.

In London, April Brent enede futures
fell 53 cents o $94.63 a barrel on the

ICE Futunes exchange.
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REPORT.

he Brazilian oil giant has
..-'mn:n:;l.':d] A% an e valor
willing to siake claims far
afield,

For most of Latin Amenca’s sate ol
companies, these ane harclly haleyon days:
Albough high global prices have hifted
revenee, crude oil production is either in
decline or moving sleways,

Then there’s Breil's go-go Petrobras,

The company has doubled s oil outpust
over the last decade o 2.2 million bamels
a day and joired the ranks of the world’s
mapyr producers. Petrobras™ deep-aater
discoveries off Braxils cosst, such s
thie Tops ol field smnounced m Movem-
ber. plus appressive energy exploration
aroamnd the world - from the LS, Gulf

Petrobras’ giobal
guest for power

Coast o West Afmica, Turkey and here
in Colombia - have captured investors”
anlention.

Sowhnat's the seeret behind its suecess?
Analysts sy the Brazilian government’s
decision to open the company up o oul-
suibe investors, to break jis monopoly on
the nation’s ol fields and 1o push the
company 1o develop deep-water drilling
technology were crtical 1o s growth,
Bt the company’s adventuresome spirit
is also paying dividends,

Petrobras’ Compe Guande ol field
here i rugged Andes foothills 70 miles
southwest of Bogota 15 o case m poant.

Drespite dauntmg logistes, difficult
geology and the presence of leftist rebels,
Petrobras has quictly developed Campo
Cuando, Colombia®s bigpest new ficld
simoc 2000,

The field's average daily production of

30,000 barrels - just 1.4% of Petrobms”
foita] emtput - i less significant than the
dioguedvess with which it has spproached
& site that & perevious owner, a Britich
company called Lasmo Oil, deemed too
clafficaelt,

“The geology was complicated, the oil
wih very deep, there wasn't enough waler
with which fo re-inject the field, and at first
there wakn't even a pipeline,” said Mestor
Agruirre, the Guando ¢l field’s production
manager. “We overcame all that,”

In addition to Colombia, Petrobras has
# presence in mone than 25 countries, But
not all of Petrobras” Colombdan venures
have paid off, A %1 33-mallion crapshoot at
its Tayrona Block ofT the Canbbean comst
came up sake eves late last vear, when
the decp-water exploraiony well 1 was
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drilling im pannership with Exxon and the
foamer Colombian oil monopoly called
Ecopetrol turmad out 1o be a dry bole.

“It's disappointing bt o pan of the
business” Petrobras Colombian  Presi-
dent Direeu Abraliso said in an interview
in Bogoia, the Colombian capital. He
said thad it book drilling nine wells before
Petrobeas made #s first ol discovery in
Brazl's olFBhone ':-ﬂll'l{lll.ﬁ Basin, whach s
gy Ehe company’s mest mporiant fHeld,

The rizk-taking is emblematic of Peiro-
bras, which decades apo decided to focus
nod just on developing domestic sources
of oil but also on foreign propects as a
means of hedgmg its energy bets.

The mbintive dates from the carly
19705, when Brawl, depeéndent on ol
impiais for two- thinds of it energy. pol
clobbered by the global oil shock. Soon
after, ihe country mamsdated a conversion
1o ethamne] as an aliemative fuel for cars,
and mow motonists fill their tamks with
muore sugar-based aleohol than pasoline.

Petrobeas recently anmouanced that il
wirlild imvest 5115 billion in projects at
Bome amd abrosd through 2002, with
1% going 1o foreign projects. World-
wide, the company has §1.5 billion bas-
reds of proven reserves. But if Tupi pans
o, reserves could increase by 500G o
RN, II'HJIIHJL it will ke four or five
vears for production ot Tuepd to begin,

The inlemaional strategy 15 in shamp
contrast i 1he region’s other state-owned
giants, Veneruela’s PDVEA and Mex-
wo's Pemex, In recent vears each cush
cow has been milked by their povem-
mems o fund povemment programs,
beaving Intle keft over for mvestment m



oil exploration and new technology.

Although revenue is increasing thanks
o the rise i oil prices worldwide, pro-
ducizon s in decline or tresding water i
Venemely, Mexico and Eouador,

Meanwhile, Petrobras’ oil oulputl has
rsen b0 2.2 million barrels a day from
half that a decacle ago, The growth trend
is expecied to continue, The Inlemational
Energy Agency in Paris projects that Bra-
zil will ndd more new production in 2008
than any other non-OPEC mation

“It you compare Petrobrs salh other
Latin ol companies, 1€ 15 by for the mast
dynamic and efboent,” sand Ricando
Amonm, emerging markets specialisi
with the West LB mvestment bank
Mew York.

Foreign oil propects like Cheamdo now
peovede | 0% of Petrobras” output, but the
share spon could increase. A recent find
in Migeria could add another 100,00
barrels a day o the company's intema-
tomal ol onetpet, said Decio Oddone da
Costa, executive manmager of Petrobras”
southem cone operations, i a recent in-
terview al the company's headguarters in
By 32 Fanear,

Petrobries i also a plaver in oil explo-

ration off the LLS. Gulf Coast, where il
installed the mdusiny’s first floatmg dnll-
ing platform. Unknown fo many 0 the
industry is thal Petrobras has 356 cm-
plovess at its LS. headquarters in Hous-
., B s producing only 200K bamels
a day in the Gulf but has hopes of mone,
It has beased 388 affehore sites from the
L5, povernment where it may drll.

“There are definilely positive signs,”
s Fadel Ghet, energy analyst at Op-
penheimer & Co. in Mew York, speaking
generally about Petrobras” prospects, Bul
b comtioned: “Just bacaase you bought a
lottery ticket doesn’t mean you wall win
or get nch,”

Petrobrms shares have soared i recent
years, In 2002, the company’s market
capitalization wis S15 billion. Now its
well over 5200 billion,

Given  Petrobras”  foreign  proqects,
combined with big new oil and gas hds
in ihe Tspa area of Brazil's oftshore San-
o5 Basin, the country has a good shot al
attaining its goal of surpassing Vencaueln
and Mexico o become the biggest Latin
American oil producer by 2012, with 3.5
millipn bamels of average daily owtput
worldwide,

“We want to be one of the top five ol
companics in the world by then,” Odd-
one da Costa sand.

Petrobras was cmog the monopoly of
the Brazilian government but i the 15990
began selling shares bo oubssde Investors
after Brozil decided 10 open wp the com-
pany o foreign money. The govemment
retuing a 55% stake.

At the same timee, Brazl set up an in-
dependent agency 1o award exploration
rights, making Petrobras theoretically
just another competitor in the ol paich
along with foreign companies. Petrohras
15 alsp a major naiural gas producer with
its boldings in Bolivia, a5 well as a re-
fier, It is H[ﬂ,:rﬂ,!il:lg 87 Ellion on a new
refinery in the northenst state of Permam.
oo m le:lr'u,:rhhip with POVSA, the
Yenmooelan safe CUMmpany,

185 Suceass o 1h|.:|,1 wiler, l.‘lri'EII'IF wells
s For down as four mikes 1o extract oil in
the Campos Basin, has become the stulff
of mdustry begend,

Faced with declining productyon o ns
Contare] offshore ol field m the Gulf of
Compeche, Maace approached Petro-
bras ahoul helpmg it dnll deeper thene
But Petrobras declined becouse Mexico
wilidn't share the retenves or production
that Petrobras might find; it jus! wanted
its technalomy.

“We'ne ot & services company,” said
Oddone da Coste. "W are an oil compa-
., trying fo become larger and Larger by
discovering and producing oil amywhene
Wi Cam."”

REFPORT

rlaraless Od 4 Dok Meganro .FFSH““E u



il prices won't fall below

560 1o 570 a bamel as this

is the minmum level al

which altemative fucks are

economacally viable, Saundi il Minister

Al al-Maimi said in rermarks published by
Algeria's APS nows agency.

“From now there’s a line below which

prices won'i fall” ihe official apency

guoted him as saving inan interview with

| ]’EII'I:INII.:I'IL‘EIE\ 1I'Ii|FH..':iI'IlL'.

REPORT

He zaid this involdved “the |'|Iu@'il!u| cosl
|.|1"|',q'-:h,||,1;,:l'i|1r| of alternative fels, wheih-
er that s ofsels or tar sands™ wiach had
i threshaold “between 260 and ST0," APS
neported,

"If wiml L'.ﬂc;: Tihsy fccdainl all 'I|'|¢ \1||:'mi-
dees imvodved m the prodhicton of a bar
rel of bofieels, | doubt whether anvone
could make money from that with a price
lower than 60 or 570, be wis quoted &
sayimng, referming 1o the price of a bamel
of ol

He said that level signaled & lme “under
which the level of pnices could nol go.”

LS cruhe closed of 310054 & bar-
rel and London Brent ensde finished at
S100.100 (il ot these prices has paled
pressure on the Organmtion of the Pe-
trolewm Exporting Countnes (OPEC]) to
refrain from cutting output when i meets
irn Wicerna on March 5.

APS said Maimi challenged the "Peak

Oil prices
won't
fall under

360-570

Cnl™ theory favored by conservative ener-
gy analysts who predict that world supply
of gil, incleding uncomventional oil, will
peak n about 2000,

Mairni told Petrosirategies that contin-
ved exploraiton investment arcund the
wirld would prevent the rapid exhaustion
af 5-.1q11:'l|}'.

He cited the example of Saudi Am-
i, whose subsoil was “not emtirely ex-
pln:lrl.'d," APS ||.'|‘r|1r1L‘\-:|.

He estmated that Sauci Arabia, thanks
b comtired exploration, might be able to
find pnother 200 billion barrels of ol fo
ild-lj Iy 115 restrvies.

Fint there wis |'||1jl:u.1:ir-|L-.:|Iu:u| for build-
mg |;||,:|1|:||,:|| ..:.u,r.r.p.,:l::.' lx.::,.'u:qld bevveels ali |..-.'||.‘|'_|.'
planned, he said,

State otl firm Sausdi Arameo aims 1o lift
supply capacity 10 12 million basvels per
dny, enough to meet |4 pendéit of cairrenl
world demand, by the end of 20009,

Mainn said kst yvear that further expans-
sion of Smsdh producton capacty may
oot be needed bevond 20080 a consumers
grow more energy efhicient and swalch 1o
altermative fcls.

Saudi Arabia holds the world's lagest
ol reserves and s expanding supply ¢a-
pacity to meet nsing world demand ot 4
timie when higher costs are leadmg to de-
lays and cancellations across the ol and
gas industry.
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LiDya : opEC to keep
production unchange

A - The Onganiza-
tion of Petroleum Expor-
ing Countrics i5 st o bold
cusrent production levels
unchanged at a mocting as it continucs
to gange the state of the global econooy,
the head of Libya's oil industry said.

“It seems as though things are going
o be as 15" sail Shokn Ghanem, head
of Libyan ol policy and Chiel’ Execu-
tive of Libya’s Mational (i Co.

Ghanem also sid OPEC will discuss
ihe opgoing dipule between Veneruela
anel oal griant Exxon Mobil Comp., say-
ing it was possible there could be an of-
ficial pronouncement from the cartel on
the 1=

“We will discuss it he told reponers
in the Austrian capital,

Exxon and Petroleos de Venezuela, o
PAVSA, arc entanled in a legal dispute
over President Hugo Chaver's move to
nationalize & multibillion dolkar o proj-
ect in the Oninoco basin kst summer,
which prompted the Irving. Texas, oil
giant io keave the coundry.
internaibenally, Exxon has secured coun
orders freering more than $12 billion
in PAVSA assets worldwide 10 ensure
paymenta move Chaver calls a political
affront. Veneruels has respoaded by cut-
tig ofF spot market oil sabes 1o Exxon.

Ol ministers. from the 13-member
wil-producer group, which supplies four
ol of 10 barrels of world ol consump-
tion, meet March § to discuss output
policy agains the contrasting Factors of
scorching record high prices and weak-
ening demand.

OPEC minesters have made clear in ne-
cent donys that they sren™t ikehy' 0 respond
tor buallesh prices by hoosting supplies.

“We'ne poing to seeabout the eco-
nivmic performance™ but o far o seems
there will be no change, Gharsem sxd,



price of oil has hita record
hagh for the second day un-
nareg, Wouching $102.08 a har-
el for LIS swesl crude.

However, the figure is sill surpassed
in inflation-adjusted terms by the peak
of 510253 neached in 1980, the Imema-
tonal Encrzy Agency siys,

The ail price surpe 15 supponed by
traders switching their cash out of shares
and cusrencies and into comumodities,
traders Sy

S sweet crade eventually fell back 1o
close dowm $1.24 at 599,64 a bamel.

London's Bremt was down $1.13 1o
50832,

Fears that producers” canel Opec will
cut supply have ako been blamed for
oil's recemt highs.

[Opec] appears reluctan 1o heed re-
quests from Western Jeaders w0 add more
barels to the madket in order o sofien poc-
2" said Robert Laughlin a1 MF Cilobal.

London Brent crsde was iradng near
£100 a bamel after surpassing that level
ot Tuesdany,

Trend buying?

Oiher analysts say o bigger catalyst m
the latest ol surge is continsed uncer-
Tainty in the global economic outlook,

Hughes Ghristensen
Creates Addtl
Slot for Offshore
Congo Platform

which is causing turmedl in cusrency
s equity markets.

The cuiro it a ligh of 31,51 35 afler trad-
ers bet that the Federal Beserve will have
1o cut rate bekow 3% 1o prevent the LS
econony from sinking inbo a recession.

LS inlerest rafe culs generally bower the
waloe of the dollar a5 traders move 1oother
mvestments with a higher rate of retum.,

[nvestors are plongang cash inbo oom-
modities and metals, which ook a safer
bet because of contimsad high demand
Asia to feed the region’s indusinal boom.

Gold reached a histonc high at 3957 60
on continued power supply problems i
South Africa, whibe aluminium and cop-
per prices also rose,

“The US dolkar weakened against the
euro and the cconomic daty also indicated
that mflation in the US rose in January,”
gaied Victor Shum, an enengy analyst with
Purvin & CGenz in Singapone.

“Commoditics are generally consid-
ered o hedge against inflation, We are
therefore secing these strong prices that
have really litle to do with ol market
funslamentals.™

A it of gloonty US economic
datn 0wt mcluded lower con-

hits $102 for
the first time




supreme Gourt
hears Exxon

Valdez punitive
damages

arguments

he U5 Supremie Court bearnd

arguments Feb, 27 ower

whether ExxonMobil Corp.

should pay pumitive danag-
o5 anising from the 1989 crude oil spall
into Alaska’s Prince William Sound
from its tanker, the Exxon Valdes,

The company already has paid a 825
million criminal penalty and earlier
agreed to pay 5900 million over 10
vears for environmental restoration.,

The punitive damages case before
the high court arose from a separate ac-
tion in 1994 i which mone than 32,000
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plamtiffs, including commercial fisher-
neen, private landowners, Alaskan Na-
tives, ond associsted individunls and
businesses, sued the vessel's captain,
Juseph J. Hazelwood, and ExxonMo-
bil. the ship's owner and Haeelwood s
employer.

At that time a jury awarded the plam-
lifls 5287 million in compensatory
damages. It also assessed punitive dam-
ages of $3,000 agains Hazelwood and
55 billion against ExxonMuobil, saying
that these awards were “necessary in
this case 1o achieve punishment and de-
terrence,” The US Ninth Circwit Coun
of Appeals affirmed the compensatory
damapge award and the jury's determi-
et o avward punitive damages bt
recliced the punitive damages award 10
325 billion. ExxonMobil appeated 1o
the Supreme Court, which on Oct, 29,
2007, agreed 1o hear the case.

More than 300 people lined up oul-
sude the court Feb. 27, hoping to be ad-
mitted 1o watch the arguments. Many
were Alaskans who said damages from
the spill comtinue and are substantl.
Arguments before the court centersd on
whether punitive damages are allowed
under federal maritime law or are pre-
emipted by the Clean Water Act. They
alsop discussed whether ExxonMobil
could be held lable for continumg 1o
employ Hazelwood as a tanker cap-
tain when management had received
reports that his drinking problems had
returmed,

‘Prablem ran deeper”

Jeffrey L. Fisher, a pariner in Davis
Wright Tremame LLP"s Seattle office,
argued on behalf of the suit’s plaintifFs:
“The same district pudpe who heard the
eriminal case sml on our trial. He saw
in that first case that the environmen
wis damaged and ruled that the limit
should be 525 million. He also found
that the captam and third mate were
negligent. It wasn't until our trial tha
it was shown the problem ran msch
decper, and the judse found that the
company was liable.”
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But Walter Dellinger, a pariner in
O "Melveny & Myers LLP's Washing-
ton office who spoke on Exxonhobil’s
behalf, said other federal lows precimpl
assessing the company for punitive
damages. *The one thing that Congress
has done, whether in the Trans-Alaska
PFipeline Authorization Act of 1973, the
Clean Water Act in 1977, or the Ol
Pollution Act of 19950, was 1o provide
specific instead of open-ended rem-
edies,” he told the justices.

Dellinger mauntained that the 334
billion that ExxonMobil has already
paid in fincs, damage awards, and
cheanup and cnvironmental resiora-
tion cosls addresses deterrence. There
clearly was no malicious intent by the
company since the spill cost it so much
money and harmed its public image,
Dellinger said. “When you look to pun-
ishment, it can't be a black hole where
limits 1o damages disappear,” he said

Fisher responded that Exxon did not
enforce its policy banning work aboard
its tamkers by intoxicated employees.
“We showed 33 instances where other
employees drank with Hazelwood, For

3 yeors, Exxon received reports thal
this was happening.” e said.

Dellinger said reckless hiring could
lead to corporate punitive damages if
management ¢learly keew an employ-
e was incompetent, “The jury could
have found this was the case. It also
could have found that Hazelwood had
a problem with alcobol and was getting
ireatme,” he sand,

Justices’ guestions

Chief Justice John (. Roberts Ir
asked nt what level an employee’s ac-
tions make a corporation liable, Fisher
said that Harelwood qualified in this
instance because he had charge of sub-
stantin] property. Dellinger disputed
this because operaling policics were
established farther up in the organiz-
tion and Hoazelwood simply was re-
sponsible for carrying them out

“It seems to me this capiain was min-
agerial for seme purposes and nol for
others. But he was not authorized to sct
aside the company's pelicy not to eper-
ate a vessel while intoxicated,” Assou-
afe Justice Anthony M. Kennedy said

Associate Justice Stephen G, Breyer
asked if there were examples where
federal laws regarding managenal Li-
ability had changed. “When you deal
with multinational corporations which
have hundreds of divisions, you need
io be able o assign liability below the
very top management,” Fisher replied
Dellinger said i sull is difficul? to de-
cide what level of cmployee con impli-
cale b ooampny,

Roberts sasd: “This was a very dr-
matic accident. But sccidents happen
every day. IF it has not been normal 1o
assign liability for an employee’s con-
duct under marhime law before now,
what hasis exists to require it now?”

Fisher said that without a punitive
damage award, each plaimufl would
receive only 515,000 in compensaiony
damages. Dellinger said thwt a punitive
damage total for billions of dollars was
Ut ridevant isswe.

Eight of the Supreme Court’s nine
rernbers heand the arguments. Associate
hastice Samsel A, Alito Jr. recused him-
self bacnuse he owns ExxonMobil stock
wirth seversl hundeed thowsand dollars

The US Supreme Court heard
argaments Feb., 27 over whether
ExionMaobil Corp. should pay
punitive damages arising (rom the
1989 crude oil spill info Alnska's
Prince Willkam Sound fram its
tanker, the Exxon Valder.
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ﬂllSSiﬂ, Serbia
sign natural gas
pipeline deal

ussn s signed  several

agreements for ol and gas

with Serbia, largely aimed

al undlersconmyg its political
suppet for the Balkan country.

In the main development, Russia and
Serbia signed an agrecment to create a
Joint company that will build the Serbian
stretch of the South Stream pas pipeline,

According 10 Dmitry Medvedey, the
apparent suocessor o Russian Presudent
Viadimir Putin, the South Stream pipe-
line deal, valued at some 515 hillion, will
“form the foundation of energy stability
for all of Europe in the future,”

The statemnent, alluding 1o the Evzope-
on need for such gas, followed the deci-
sion by the US and several member states
of the Euwropean Union io recopmize the
declaration of independence made by the
formier Serbian state of Kasowvo,

Russia sided with Serbia and sasd
it will block Kesovo from joining the
| United Mations of other intemational
OFTARIZALINS.

Russia's Putin sax] Kosovo's declambion
represented “a temifyng precedent,” and
hie warmed ihe West that the decision would
“conie bk fo knock them on the head ™

On his visit o Belpade, Medvadey
said Kosovo’s decloration of imdepen-
denee viokaled imemational low “abso-
lutely,” and be insisted, “Serbia newds
SUppO W,

That view was rejected by the 1S De-
partment of State, which said Kosovo
will mewer be pant of Serbia again, but
that Washinglon would keep working
on the issue with Belgrade and its ally
Russia, both of which oppose Kosovo's
independence.

Wi ane going to continue 1o iy towork
with both the Fussians and the Serbs on
this but 1 think that it ought 10 be clear
o everybody at this point that Kosovo i5
never going 1o be a part of Serbia agam.”
sapd [0S RJ'!'I*E.II"'_"GITI.:IJ] Tom f_'ﬂ.sc}' after
Medvedev's visit io Belgrade,

Regarding the South Siream agree-
mend signed by OAD Gazprom Chief
Execcuiive Alexel Miller and his Srhija-
s counterpart, Sasa [lic, the new com-
pany would draft all degails For the pipe-
ling over the next 18 months, including
the rights and obligations of the Russian-
Serbian enterprise.

“We nllocate 3 monihs for the creation
of the company, and another 18 moaihs
for the feasibility study,” sasd Garpeom
spokesman Sergei Kuprivanow, “We ex-
pect constrachion bo start no kber than 24
monihs afler the feasibality siudy has been
completed,”™ he <aid,

Kuprivanoy said i is inporiant o ne-
gotiate with all ihe countries participating

in the pipeline projecti€Russaa, laly,
Bulgarta, and Serbia, with Besnia and
(ircece a5 possible partners®E o 1hat
the feassbaliny stusdy is integraicd,”

The $14.65 billion South Stream proj-
cot by Gazprom and Naly's End SPA i
designed Lo carry Siberian gas 1o Western
Europe at a capacity of at leaxst 10 billion
1 myer,

Russia also will invest a farther &, 000
milkion in Serbia's energy industry, said
Medvedev during a visit to a major Ser-
fan oil refinery in Pancevo, He did mo
dietail the expemnditures.

However, refinery gencral director
Serzan Basnjakovic tobd Medvedey that
a facility would be built ot the refinery
with Russian help by 2010 that “will
cost about &, 500 million" and “‘meet top
madern standards.™

“We hope that, with your help, the ca-
pecity of the refinery will grow o 7 mil-
lion tonnes of oil a vear,™ said Bosnjak-
ovie, The refinery cumently processes 5
million tonnesfyear of oil.

In another apparent allusion to the po-
litigal situation developing over Kosovo,
Medvedey soid the planned Russian in-
vestiment in the refinery “is m our shared
mtercsts and the imcrests of those who
live and work here, the inlerests of Ser-
bin, and, for that matter, the inerests of
ihe enfire Europe."'

He said afl the documents on the mvesi-
ment plan had been drafled and would be

signed “very soon.”




hinese oil producer Crosee

Lud, (CECY) is involved n

a flax dispute in Migena

nhat might affect the price
of its biggest-ever acquisition of a for-
clan ol fekd,

In its 2007 annaeal report which was
published this month, Cnooc said a lo-
cal tax office in Migeria has “raised a
disagreement”™ i the @x filings made
for the $2.3 billion purchase of a 45%
stake in the OML 130 license from
South Atlantic Petroleum Lid. in 2006

Coooc's monagement  headed by
Chairman and Chiefl Executive Fu
Chengyu are contesting the prehmimary
tax assessment, which fellowed an au-
dit by the local tax office in Nigera on
South Atlantic Petroleum Lid

However, Conooc said: “The final 1ax
audit resulis might affect the acquisi-
tion cost of the company for the OML
130 transaction.™

Mee deal for OML 134, announced

in January 2006 and completed four
months later, is key to Cnooc's pro-
duction growth as the offshore license
covers fields m one of the world™s most
prolific oil and natural gas basins,

OML 130 is operated by Total 5.4,
{TOT)of France and contans the Akpao
field, which is scheduled to begm pro-
dhiction by the end of 2008

Crooe said earlier that peak outpd
from the deepwater field could reach
175,000 barrels of oil equivalent a day.

“Adter secking legal and tax adwice,
the company’s management belicves
the company has reasonable grounds
makang the contest,” Cwooe said.

“Consequently, no provision  has
been msde for any expenses and'or
pdjustment o the acquisition cost of
DML 130 which might arise as a resul
of the dispate,”

Kino Longwel, head of invesior rela-
tromes @t Crosoe L., wouldn't say how
much money was being disputed, say-

S—— R

in Tax Dispute in
Nigeria Over OML 130 License

—n -

ing il was sill under discussion. He
sdded that it wasn'l cenain when the
dispute may be resolved

The OML 130 lcense covers an anca
of approximately 500 square miles in
the Niger Delea. Water depths in the
block rumge from around 1,100 meters
o | S0Mh meters

In addition 1o the Akpo ficld, disoov-
ered in 2000, OML 130 comains three
other significant discoveries == Egina,
Eginen South and Preowed = and a ninms=
ber of other exploration prospects.

The Akpo fickds recovernble vol-
umes are cstimated by Tedal at around
600 million barrels of el with further
recoverable reserves of more than S0

tnillion barmels in the OML 130 area as |
a whole, Cnooe said when it first an-

nounced the deal.

Cnooc Lod,, China®s third-largest oil
producer by capacity, is histed im Hong
Kong and has American Depositary
Receipts traded in Mew York

REPORT
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Trinidad & Tobago

plans gas blocks bids in 2008

imidad and 1|'|.||:'.'.|__|.'|\-c:- will offer

five ahallowv-water blocks for

L'\-:m:lpcll:l:iw.' |'.|i|.‘|-|.1in|._: in the

thard uearter. TThe twan=1sland

rubion % ru:wt:,'nrqmmh.hﬂ Mumster of En-

CEy Al ]'|1|.:r|._a=l. Industoes Comrgd Enall

sibd the blocks are all gas-prone and lie
off the islands” east and north coasts

[n the past, there have been masave
gits finls off the east and north coasts. BG
Trimidad & Tobago recently anmoanced
that 1ts Dolphin field off the cast coast,
wiich metially was thought to have con-
tammed 1 fef of pas, has been reappraised
and 15 nowy believed 1o hold 4.5 tef of gas

Enill also reported that the government
wiiild put out bid requests for deepwater
blocks in 24 after it scguires additional
data. A consultant has been hined o e
view relevant issues and develop @ special
fizcal regimie for dowrnstream projects, I
will review:

* Fiscal incentives for deepwater ex-
ploration

* Supplernental petroleun taxes for amall
pretroleiim operalons,

» [oemnves for I'I1.'Irl_:i|:l:|1 or small ekl
|Jr||E|n|'.-i acivitiet, endancad oil MECOVEry,
and heavy wil,

* The Structure of petroleum-sharing
coatiracls

= A lxanon regamee for downsiream
projecis

b @ wide-rangmg address, Enill akso
announced that soom andther natural gas
aucht wall be conducted and 15 expected
o b completad by vearend He proan-
sl there would be snnial aodits of the
country’s ¢l and gas The mimaster added
that the awdit would include not just the
country’s comventional ol reserves but
also s heavy oil mesenves, thought 1o be
e than 1 billson bbl,

Enill =aid current high oil prices have
reswltad m renewed mtercst m heavy ail,
and the povermment wanits o exphone the
possibility of produceng it

ﬁlﬂa Pakistan Say Iran
Gas Pipeline Deal Just ‘Weeks’ Away

decade-old  proposal o

pipe natural gas  from

ran to Pakistan and India

oubl be closcr to hap-
pening than cver before, with India and
crucial bilateral Baues related 1o the pipe-
ine pevjoct.

The 57.4-billion Iron-Pakistan-India,
or IFl, pipeline has been facing delays
due 10 gas-pricing 15sucs and more re-
eently due 1o disagreements between In-
dia and Pakistan over ransit fees.

The two coumraes have reached a bioad
understanding on e ransportation tanff
w be paid w Pakistan, but haven't ver

“agrecd on the paviment of & separate iran:

wit fee o Pakistan for alloweng passage
of the fuel,

“It will not take months but weeks,
and i a week or two, we wall anunce
the transal fee rales.” Pakistan Petrdeum
Munister Khawagn Muhasmmed Asil sand
at a pnt press conference after holding
talks with has Indian counterpart Murli
Deora in Bslamabad.

“Uonsensus was amved of on the prn-
ciphes on whach the bilatera] agreement
will be concluded,”™ the: Indsan o4l minis-
try snid im a3 slalement.

*The twis ministers agreed b consuli
with their respective govemments R an
carly conchision of the xgrecment on the
issues.” the siatement said.

@ OFFSHORE
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Ministers of both ibe couninies also de-
nied any pressure from the LS. not 1o go
ahead with the project.

“We arc not commumicaed
on the LS. povernment on this ssee,”
Deora said,

"We have po commumnication from the
U8 100 {on the fran pipchine,” Asif sid).

Indsia is Facing an acute shortage of
natural gas and has been comsiderng 1the
inscrnational gas pipeline mute 10 mes
dentand, along with importing Bguafied
matural gas and placeng more cmphasis
Mﬁmmﬂl

The country depends heavily on its coal
feserves for it energy needs and imports
three-queanters of the crude ol it needs,

Pakistan hesn't been able 10 develop
s coal deposits and neads natunl g 1o
meet its growing demand for enengy.

The wo countnes are also par of & pipe-
lane progect 1o transpon natumal gas from
Turkmenistan via Afghanistan to Pakistan
ansd Incha. India formally joined the Asian
DPevelopmient Bank-backed project.

Miew Delhi has been skipping tni-na-
iscnal meetings on the 1P papcline, as. i
waits 10 resodvie the balsteral issues with
tslamabad,

1Pl pipelne is cxpecied o supply 60
million cubse meters a day of gas m the
first phase. 1o e shaned by Indin and Paki-
stan, and W memdday in the second phase,
according io ol ministry statemens,



world's ntemational oil

Eroups are fuming 1o s foe

future growih after incres-

ingly bemg blocked by na-

tional companics from pursaing ol op-

pOUNINeS.

Gas-centred deals such o5 Chevion'’s
2005 acquisition of Unocal, ConocoPhil-
lips® 2006 parchase of Burington Re-
sources and Ent’s buy-out of Dominge’s
aosits in the Gulf of Mexico st year un-
derline the change in mtq;r The shifi is
foecing large oil companies to adapt theie
approsich 1 the hosiness that has gener-
e the bulk of their profits for more than
un.r.-nnr_l.r

As state-owned ol groups have over
the wears taken contral of more than 80
per cent of the world's oil reserves, the
_ulim-:ﬁ;il' girs in intemational commpa-
nics” reserves has mndui from 39.5
per cent in 2003 10 44 per cent in 2006,
according to a report by PFC Energy,
the consultancy. '

Intermational oil companics: domarnsale
large parts of the gos valwe cham. amd

Unleaded .
Plus

3693

are 30l zought after & panners foe new
projects in countnes rnging from Qatar
1o I, “Cas s the sepnent where: the
infermational oil companies ane sill indis-
pensable,” said Robin West, chaimman of
PEC Encryy.

Mikos Teafios, an analyst in PFCs Glob-

al Gias Group. s international groups.

hasih ain edine in gas bocauss ofthe special-
milrﬂm]nﬂam Project managernent
skills requined for such massive progects,
the remssurance they provided bankers in
projects costing S100b0-520bn, and their
access to markess.

National companics have the cash and

skills w0 manage many conventional oil
progects, allowing them o force intema-
m‘rmﬂwmmlnml}' pmma

¥t even Venesszla, which Tes eaken
o hardline position on the nationalisation
of its oil resources, fooks g infcmational
wumﬁmﬂmmmﬂfm
Phillips for belp on gas expon propects.

John Gass, president of Chevions Global
Gas group, sod matural gas was projeciod

iy e amongg the: fitstest growing segments.

of the Chevron enerzy pontifofo.
Chevion owns the biggest naturl gas
resources in Australia. and has simificant
holdings inwest Africa, Asia, the Caspaan
gas husiness we're building today wall

ﬂqﬂuﬂﬁﬂhﬂmkﬂshiﬂlﬂrﬂ?

frowm o, M Gass said.

B—— (%>

serica Completes
Kambuna Field
Development
Wells

erica Energy says it has com-

pleted drilling the Kamburna

B4 development well wsmg the

G5F Rag 1346 jackup. Kambw-
na #4 is & deviated well dnlbed from the
wellbead platfonm at the Kambana #2 |o-
cation in the noh of the field to 8 subsur-
face location 2.1 20 meeters (o the south of
E.arnbana #2. 11 has been drilled to a total
depih of 7,408 fect tnee vertical depth be-
bovww mican sea level (“TVDSS™)

The well entered the target Behama
reservoir at a depth of 7, 140 fect TYDSS
and encounterxd gas-heanng samds over
an mderval of 115 ft with a met pay of 107
it {fh vertical ). The Belumaj reservoir
i Kambuma o4 was 26 ft higher than &
Kanybuna M3,

This completes the dnlling phase of
the Kambuna developmentinitial pro-
disction tests will be camied ot on the
three development wells and they will
then be shut 1n while development work
conlinues

This work mcludes the métallaton of &n
offshore and onshore pipeline and some
onshone production processing fcilswes.

Production is scheduled to commence
ol the end of this year

Senea expects 10 achieve sn average
aas sales price close to LISS6.00 per thou-
sand cubbc foet, about 106 higher than
ihat assumed in the reserves repont fiked
on 28 Manch 2008 on SEDAR ot wmana
sedarcom The reserves report, prepancd
before the results of Kambuna #3 and
#4 were available, cstimaics that the
ficld Proven plus Frobable reserves, on a
[ 0% sz, amount to 29.7 million bar-
rels of ofl equivalen

Senca is the operator of the Eambuna
Field amd hodids an interest of 65% in e
proect which is [ocated offshore Monh
HIJI:III'.'.H'I. Ilhllllﬂ'iii'l.
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ready to boost
co-operation
with Algeria

1 Chamgiclum, a senior of-

ficinl of the Communist

Party of China (CPC), said

that Chima 18 ready to boost
cooperation with Algenia in the fields of
COCTEY resources, mining, and iclecom-
rvications.

Li, a member of the Standmg Come-
mittee of the CPC Central Commities
Political Burcau, made the remarks dur-
ik & meeting with Algenan President
Abdelaziz Bowleflika.

Li calbed upon Algena to seize the oc-
casion of the ®h anniversary of bilat-
cral ties o sirengthen the political trust,
conqnic  cooperation aml  personncl
and culmiral exchanges with China,

“Ma matber how the inernational situ-

hina wangs up e 40 % of
s oil amd gas umpodts (o
come from Afnca i the
mext S-10 years, a Chinese
industry official said.
“We wish to increase the unpons, the

ation has chanped, China and Algenin
have maintained muteal support and
trust,” hee said,

Bouteflika expressed his  gratiude
for China’s helping African nations
achieve national ndependence and de-
velopment, and be pledped 1o enhance
cooperation with China in all areas. He
reaffirmed Algena would not change its
stance on the one-China policy under
any circumstances, and would support
China's reunification cause,

Li also met with Algerian Forcign
Minister Mourad Medelci. Afler Li
briefed Medeles on the recem rigds in
Tibet, Medelci said that what China las
done 1o mprove Tibet's economice amd
social development is widely acknowl-
cdged by the whole world

Medelci said China's publicizing the
video of the violence in Tibet would help
ihe poople sce the truth through their
own cves, and Alaeria belicved that the
world would have a better undersiamd-
ing abott China afier the Beijing Clyme-
pic games are held sucoessfully.

Li met with Algenan Prime Minister
Abdelaziz Belkhadem and they agreed
that the mwo partics wiould continue fo
promote high-level contact, and ex-

ofl and gas from Afnes from 35 to 40
%% i the next 5 to 10 years,” Zhimang
Lhae, executive president of China Pe-
trofeumn amd  Petro-Chemacal  Industry
Association told at an energy confer-
ence in Cape Town.

China has embarked on a relentless
investment drive in Affica to feed its
econsmy, particularly in mining, ol
amdl gas. Deespite objections to China's
huenan rights record and talk of a colo-
nialist agends from critics, there have
been a seady Now of big deals since
President Ho Jintso announced a drive
1o hoost relations with Afiica in 2004,

China imported more than 30 mam tons
of ol From Africa in 2005, abowt 30 % of
its 1otal ol impons,

“We have a very good relationship
with Africa and in future we wish 1o find

@ OFFSHORE ................

change the experience of administration
management 1o benefit the two peoples,

The two sides signed two agroements
on peaceful use of nuclear power be-
tween China and Algeria,

U the same day, Li visited a training
centre run by the ZTE corporation, Chi-
na’s leading 1elecommunicalions com-
pany, and held a workshop with some
Algerian technicians who have studsed
int Chinia.

mone places 10 pul our EvestreEs,”
Thao sasd of increased Chinese-African
cOOperatom.

Fhas said China lad invested some &
30 b in Africa’s oil and gas industrics,

Among the Chinese mvestmends in
Adrica’s oil and gas sectors, Zhao men-
tioned Egypt, where China Honghua
set up & joint venture with the Egyptian
Mimastry of Ol 1o produce drlling rigs.

China National Petroleum  Com.
([CHNPC) has alo invested in its fiese
oversias deep-water explomtion project
ofT thee coast of Equatorinl Guinea, and
was continuing s decade-long relation-
ship with Sudan

Three major Chinese oil companies
CHPC, Sinopec, and CROOC Ll are
operiting . Migena, Africa’s biggest
il prodiecer.



ready for lead role in gas world

ibya has been told by com-
penics atarting a fresh round
of exploraton that it is sil-
ting on very large amounts
of gas and, if the predictions prove o
be: true, the MNational Cil Corporation
(MOC) will explodt new and associ-
ated reserves o the full, with .*id[._-;llifh!:lﬂl
amounts being lipuehied for expon.

SO course, You winl 1o S22 it 1o be-
lbewe it {but there are) S0 mainy CoRE-
nics spendimg a lot of money and many
of them think there 15 a bol of gas.” says
MO boss Shokn Ghanerm,

The cautious fonmer pnime minister,
who has headed NOC since early 207,
says the indscations ane that *Libya Tas
an important future in’ gas”. How much
of the newly discovened resenves will be
fed o liquefied natural gas plants in e
long tenm have yet i be delemmmed

“We don’t mind,”" Ghanem says refer-
ring 1o the number of liquefaction: fa-
cilities. “We hope to have as mamy LING
planb-. L '|'!~:'|-:=-:i|h|l.."."

Ghanem cites i target of 5 man tpy
of LNG i fowr years, but this appears
to be a coutious minimum. The Shell-
revamped Marsa El Brega plant and
predicted LNG production by ENI in
the west would cenainly take the 1ol
1o beyvond that.

LMG output projectsd for the nest
I years is unclesr, but Ghanem Jooks
ahead to trebling gas production 1o be-
tween 7 b and 10 bn cipd. This will be
achicved not only by discovenng new
reserves, bt redocing “associnted jras
i 1o wero’.

Libaa is currently producing just wn-
der 3 ba cof, of whech 40 % goes nto
the mational distnbution system. Cutpal
is projecied at 3 ba of by 2000 and 3.8
ba af by 2005, saih the domestic mar-
ket having first call on any new. gas
“Mlumdser one 15 o sansfy the local mar-
ket says Ghanem, addimg that the do-
mestic resichenial dismbution network
% bcin; expanded and industries are be-
ing modafied w use gas. “The rest will

Irterradoral DU & Lo Msgarrs .m.lnn! '3

be for export (and) LNG will give us
flexibiling,™ he says.

Libya has some of the biggest gas re-
servis in the world, with eslimabes now
running 3 about 30 1cf. However, ex-
perts say reserves could be as much as
100 1ef, with MOC estunating an overll
figure of 12001¢T, These figures compare
with, for example, resenies of about 950
tef i Iran, the world's second biggest
gas power after Russia,

ENI has been exporting gas thoough
the Greenstream pipeling and is now
looking for more reserves that would
justify a preenfield LNG plant, Shell is
revamping Libya's only existing LNG
plant, Marsa El Brega, where design
prodiction of 3.2 mm ipy has been lim-
it b TOOL000 tpy because of technical
problems. It i also explonng for maose
gas that would justify a gpreenfield LNG
plant 3t Bas Lanuf. BP is just embarking
o & massive exploration project that wall
reguiire an expendinire of a1 beast 5 2 b,

Meapwhile, winmers of gas exphora-
tion blocks in NOC s founh gas-focused
licensing round completed in December

2007 are starting preliminary work as |

their contracts are rlified, There do not
BPPEIT 1 hi r]l:lll.'- for-a fifth licensing
round soan and there will almsst cer-
tninky not be & new rovmd whether oal
or gis this vear, Perhaps nol even next
year, suggests Cihangm

The state company meeds 1o “digest”
thie results of the rpid series of rounds
so far, amd NOC has “a very vigor-
ot explomtion programme for gas”,
Crhanem soys.

Libya sees itself as “an impartant gas
producer and exporter” o the coming
years, but NOC tends 10 be vague when
il corkes o the role of LG i exports
amd revenucs. Despite bang the sec-
ond country in the workd, after Alpenia,
o produce LG, at Marsa Bl Brega m
1971, it secins 1o be early days s quisn-
nfving future potential,

Libya®s LG output will certainly be
soarnng in the next decade, although the
bulk of 15 gas exports will go to nearby
markets by pipeline.
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relations with African ay latln Amer

ven as India competes
with China to secume oil
bBlocks in vanous parts of
the world, public sector
oil companies, which are going head-
to-head with Chinese fimms, have made
several suggestions to the manstry of
external affairs 10 help them push for
energy deals in developing energy-rich
countries in Afnca and Latin America.

In whar could tansinte mio o re-
newed push for India’s il diplomacy
in emerging markets, the oil PSUs
have sought the MEA’s help on spe-
cific projects and have given sugges-
tions, including setting up rade pro-
maotion activites i odl rich countrees,
tor help companies bid more effectively
for oil blocks. The idea s to tap emerg-
ing markets like Angoda, Mozambigiee,
Migena, Sudan, Bronl, Ecuador, (ua-
temala and Cuba,

The meed for o more calibrated ap-
proach combining political and eco-
nomie leverage with oil acquisitions
wis highlighted at a mecting between
e top officials of oil refineries, oil PSS,

iﬂciIJL‘l'ir'lg OMGC Videsh  Limred
managing director .5, Butola and
an MEA ream led h'r..' secretary {Ecn-
naanie Relations) K.C, !':';.inp_h. H,l.-rln:'-
septatives from 10C, GAIL, Oil India
Limited, HPCL, Mumaligarh Refiner-
ies, NEL and BPCL were presemt m
the meeting

Among the suggestions made to the
MEA at the mecting were to tnke o leaf
fram China’s policy of combining en-
ergy mvestments with aid and cxport
creddits, China’s aggressive policy in-
cludes helping oil companics compete
effectively by combining aid with en-
eTRy Investments i many African and
Latn American countries. Though In-
diz does not have the resources that
China can muster for such a strategy,
it was felt at the meeting that there
is a necd to follow a more calibrated
approach,

After the interaction il was decided
to hold regukar meetings o look al
specific issues and countries where
there could be a coordinated push for
encrgy deals, The next meeting has

Erfernagerel Td & Guse Lo

mﬁi nations

now been fixed for April 17 where
apart from the PALUS, representatives
from the petroleumn and other re-
lated ministries will also be present
.|"'|1-|'I-EI'I: of the coordinated :|Hmm|,:]1_
the MEA iz alzo L'vl!ll'!.-iin:lq:r.inE n:_rpinl._: i
aiher PSLUs which are involved m de-
".'I.‘|:I-|1i|:'|g rinfrastructure m Alfmes and
Latin America like NTPC, BHEL and
TRCOM 1o participate in these brain-
SEOFTINILE EXErTISes,

With the growth of the economy and
the growing demand for energy, there
is & view that the obd style of function-
g where different wings of the pov-
eriment scting mdependently needs to
be replaced by a more aggressive and
cohesive pahicy, To this effect, an en-
ey secunily division has been set up
within the MEA 1o help cntitics acquire
enerpgy assats abooad.

The division is also expected to fune-
tion as @ nodal pomt in the ministey for
all s=wes related 1o energy securty and
co-grdinate with concerned mimistries
and support their international engage-
ment through diplomatic intervemions,



igeria’s govemment s

looking for big-time in-

vesimenis for undevel-

oped reservies. The West
African nation Wanis COergy Compa-
nics (o pump 5 20 ba inte the coun-
try’s naturnl gas reserves.

The Migerian government las pre-
sented o policy calling for explicit sup-
port that would “priontize domestic
gas supplies over exporn.”™

Migeria holds some 260 1of of nat-
ural gas, which constitutes a number
that is triple to Nigeria’s oil réserves.
In a report dated Apnl 2007, the US
Encrgy  Information  Adminisira-
tion: reporied that Migena produced
T70 bhoef in 2004 alone: The ELA
clanmed thar “Migenia flares more
natural gas than any other country in
the waorld.™

“The government plans (o ruse
exrmings from natural gas exports to
S0 % of oil revenues by 2000, How-
ever, WMNPC estimates thar 5 15 bocin
prvale ector InvVesImenis s neces-
siry bo mieel s natiral gas develop-
ment goals by 2010.7

A Migeriin govemmeinl afficial snat-
ed 'in the report that producers would
potentially need 1o offer to Nigeria as
mich as 25 % to 30 %% of the gas they
recover. The EIA report indicates that
of the 770 ba of produced in Nigena,
the country uses 325 bn of.

The oil-rich country has  heen
plagucd by power shoartapes stemming
froem sabotage and inadequats supplees
of electricity due to ouldated power
supply centres.. Shell, Total, and Eix|
ape the companies holding a-stake in
Migeria’s only export terminal.

Petroleum Sells Minor
Interest in Montana,
Alberia far $6.3M

—

| g 5
| B hias aprecd 10
e gy

n interest of £% paid menthiy,
rizos 440 block is producing a
net 45 boepd with significant poten-
tial b additional well bores.
Pyramid shall utilize the sale funds
¢ participation on selected explo-
rition projects and payment of bank
and ather delsts,
CEC Chaudhary addced,
“The sale and the purehase are in line

||_'| a5

with Pyramid®s objcetive to focus in
the Guall of Mexico. Pyramid contin-
wes o baihd s asses bmothe Gull of
Mexico a3 a primary core arca while
seeking ather regions where Py anmuid

miay have a strategic advaniage"




eece Energy Exploration

Corp. reported that the

following operations up-

ate on its fmerth guaner,

2007 drilling program as a follow wp

10 its press release dated Novervher 14,

200Y7. During the quarter, Beece and i1s

partners deilled 16 (9.2 net) wells. OF

these wells, 13 (6.7 net) are on produc-

tiom, 2 (2 net) are undengoing funther

evaluation and one (0.5 ner) 15 planned

cither for abandonment or conversion
to dispozal.

With uz successiul horizonial oil well
into the Viking sand in the Dodsland
arca, Reece was the first company to
utilizz modem honzontal dnlling and
fracturing fechniques info the Viking
formistion in the Kindersley area. This
well was drlled in o similar fachion
10 the honzondal wells currently being
drilled into the Bakken Formation in
south-castern Saskatchewan. The well
wiis completed and put on production
in early January and is cumenily pro-
ducing at a rate of approximately 70

bbl/d of 36 degrees AP light ol

RBeece will be following the siuccess
ol iz 1.'.-'-¢||:1.'|."tll1 2 {1H.:I! I] i,l.iMililJ[‘l.iﬂ dl:.-
vielopment horbaontal wells on it exisl-
ing land before the end of the second
quarter. Depending on the soccess of
these wells, Reece anticipates further
drilling in the area before the end of
2008, Resce has room to drill an addi-
tienal 11 (11 net) follow-up horizomal
development wells on its exasting land
in the arca.

Reece drilled 3 (3 net) gas wells in
the Greenan arca. The first well drilled
showed very positive initial test rates,
and has since been ticd inand browght
on production. The well is now produsc-
ing steadily at 300 Mcfd (50 BOE/),
The other two wells encountered higher
than expeciad water cuts and are awiit-
ing further evaluation.

Reece drilled a step-out well from its
best producing gz well in the Brock
field. The Viking formation was en-
countered structurally lower than ex-
pected and Reece does not anticipate
this well being put on production.

Reece dnlled 9 (4.5 net) mfll gas
wells in the Morth Dosdsland field, All
of these wells were successful and have

since been tied in and put on produc-
tion: These wells were part of an on-
going reduced spacmg project in the
North Dodstand field. The swccess of
these wells has added approximately
SO Mef'd (83 BODEM) aet production
to Recce.

As part of its anmsal COMpenss-
tion and retention program, Reece has
granted and reserved for issuance, pur-
suant 1o its stock option plan, a total of
5900 options 10 certain directors,
officers, consubants and emplovees.
All of the options will vest in one year
except for those options grunted 1o the
directors, which will vest immediately.
All of the options will entitle the holder
1o acquire common shares of Recoe at
50,90 per share for a period of 3 years,
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plan iviroduced by LS
Bep, Mike Ross to enoowr-
nge altermative and rencw-
hig Energy relies on il
drillmy i Arctic wildlife lands and the
Gulf of Mexico 1o meet its goals,

Rozg® Bl the “Amerncan-Made En-
ergy Act of 2008, also would create tax
credits to build new nuclear power plants
throughout the Unned States, with an
airn of having 40 percent of the nmion’s
power come from nuclear sounoes,

Ross, a lesder of a grouwp of fscally
conservative Democrats known as the
Blue Dog Coalition, 15 & co-5pomsie on
the bill with Rep. Devin MNunes, R-Calif,
Ross told reporters on o conference call
that technology would allow compa-
nics to drill for cil withowl endangenng
the Arciic Mational Wildlife Refuge in
= mosthern Alaska,
§, "We're not just trying o suck the ol
L

aart of the ground for e reason,” sad
& Ross, D-Ark. We're tnng "to reduce

$80B Qver 30 Yrs

our dependence on foreign ol and ke
the revenue from the sale of that ol
and fmvest im all of (hese environmen-
tally fricndly and job-creabng emerging
technologies."”

However, drilling in the refuge he-
came a topic of heated Congressional
delate at the end of 2005, when Demo-
crats defeated a hill that would have al-
ol dvilling at the refuge, the largest
unfapped U5, oil reserve. The defeat
came when Republicans still controlled
Congress,

Raoss said te drilling in the Anclic amd
off the Florda ooast called for in his
hill would raise about S50 hillion over
30 years., He sabd that money would be
"miwe tham enough™ 1o fund cffors o
expand tax credits o fight global warm-
ing, encoairage renewable energy opera-
tions and help comumers buy plug-im
electric and flex-fuel cars,

Rioss smid the bilfs tax credits for me-
clear power plamts would help wean the

@ OFFSHORE ...

LS, off of fossil fucls as well, though
his hill includes subsidics to encourage
liguid fuel production of coal. He said
theat coulid encourage further exploration
of Arkansas” own coal reserves, brimg-
ing rore jobs and industry to the state.
Faooever, Ross acknowledged encour-
ogimg niclear power and dnilling i the
Arctic might be a tough sale o Congress.
*This 15 ot the “40s ar *50s, this ks not
Chemobyl,” Ross said, “This is the 2] st
Century. We can do these things in an
envirenmentally frendly mmnner.”

BURGER GAS POOL. CHUKEH BHELF




lhough Congress and 1he
courts hove largely frus-
trated the Bush adminis-
tmtion’s cfons o open
up Alaska to oil and gas dnlling, Viee
Pressdent Dack Cheney and his indusiry
fricmds remain determined to lock ug as
many oil and gas leasces as they can be-
fore the door hits them on the way oul
They are cenainly not going 1o lei the
strugeling polar bear stand in thelr way

The Board Blog

Addinional commeniary, haul;g;rq:.u,ml
information and other ems I_'.r:,- Times
editorial wrters

Go Ta The Board

The Interior Depanment’s Minerals
Manpgement Service has anneunced
that early next month it will sell oil and
gus leoses on nearly 30 millon peres of
prime polar bear habitat in the Chukchi
Sea. Meanwhile, the department’s Fish
and Wildlite Service has posiponed a
long-awted decision on whether to
place this kconie and troubled anieal
or the list of threatencd species.

These two moves are almiost cenain-
[y, and cynically, related. Listing the
polar bear as threatened would trigger
a range of protective actions. Delaving
that listing givies the Deparment of 1n-
terior just enough time o move alead
with the lease sales withowt having o
deal with the bear while avesding an
embarrassing bureaveratic squabble,

The listing delay was anpoumeed,
when few peaple were paving sttention,
H. Dale Hall, the divector of the Fish anc
Wilkdlife Service, sid the oil -:,:|,1|:upa1pin
wiild have to comply with any eventual
listimg of the polar bear under the Endan-
gered Species Act. But once the compa-
nees stake el cladms, 16 wourld be hard
o stop disruptive exploratory drlling.
The detay ako gives the political appoin-
tees al the Inenor Depattment-notorious
for meddling with science-time to craft &
listing decision that magically excludes
the ol companies from having o do
maich of anything to protect the bear,

Wiih the possible exception of Sarsh
Palin, the governor of Alaska, everyone
agrees that the polar beas i in deep rou-
Ble. The United Szates Geological Survey
predicts that two-thinds of the world s po-
lar bears, amd all of Alaska's, will be gone
by mid-century. While the overwhelm-
ing threat is the loss of sea ice, caused in
large part by global warming. invading
that habitat with oal mgs would surely m-
crense the stress on the animals.

Mr. Hall has been summoned before
o speciml House subcommilies meet-
ing to cxplain the listing delay. Interior
secretary Dhrk Kempihome could do
the polar bear - and his subordinate-a
favor by ordering a timeout and lalting
the lease sales for ai least a vear,

That would give his scientisis mone
time o assess the threats 1o the bear
and other fragile wildlife. The depart-
ment could also use the tme 1o ﬁmlm
out how and where drilling may safely
proceed, if at all, There is no urgency 1o
lease Alaskan waters,

resident Bush's suggestion that new
oil production will bring short-term re-
liel a1 the pump is nonsense, since ol
fields take vears 1o develop. It is urgent
| EL] |'||:|i'|- I:hl.: bc;trs.

Regulatory
Games and
the Polar
Bear

—— 1R
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Winner of the
BID Int. Star for
Leadership in
Quality Award

The BID Quality Award is considered as an Oscar or
Nobel in the business world. It represents a path to
be followed by managers who make their companies
sustainable by modernising and paying attention to
market tendencies.

hicse exceplional business leaders acknowledge the importance of fo-
cusing on two goals: delivering ever mcreasing value 1o customers and
reaching a better overall performonce.

The contribution of these leaders 1o their national economics, by
implementing strict quality standards within corporate structures is what brought
them to this event. For that reason, the BIE Quality Award recipients are imiialed
and admired in their countries.

Afier the welcoming Reception, some of the awardees were interviewed for more
details about their companies and fisture plans. Some hours Later the awardees were
gathered apain 10 participste in the photographic session carried out by Imarpress,
It was a genuine maltinational event with participation of many nations, cach with
maltiple religions, languages, backgrounds and personalities.

Various representatives of the diplomatic corps in France parcipated in this event
as well.

These diplomnats winted to witness this memorable day when their fellow coun-
trymen were honored for their outstanding business achievements on an interma-
fbonal scake.

The Gala Dinner took placein the Convention Hall of the Palaris des Congris,
and was opened by the Vice-President of business initiative Directions, LI, Fick-
ling. who declared: «The selection of Paris to hst the international Star for leader-
ship in Quality Convention symbaolizes the excellence and the model of a company
which strives hard to schieve 2 striking record in business results and influence its
COMMUIIEY, promoting cooperation and solidanine

As business Initintive Directions President, José E. Prieto, stated; The intema-
tional Star for Leadership in Quality Convention hosts companies rnked among

the fastest growing in the world, Their
dedication 0 quality ensures  ther
husiness strategy and pnvileged pose
tion a0 the markets. This s the cases
of Iranan CHshore Engincening. and
Construction  Company, which was
among 1the designated companies. All
the speeches were offered in English,
French, Spanish, and Russian.

Once the commencement speechcs
were over, the Gala Dinner stared. Ad
the tables, the awardess had more oppor-
mmities b establish contracts wath their
colbkengues from anound the worlds.

Those who are fumiliar with Business
Initistive Darections wvalue 1this inierma-
tional organzaton’s work orented (o=
wards awareness of the importance of
implcmentmg quality concepts in ser-
vices and production processes,

The intemational Star for Leader-
ship in Quality Comvention was i great
trinmph in tenms of the quality of the
companics whch partecipided,

These companies target innovation,
technodogy, as well as the constani
training and development of their hu-
MEAn Tes0Urces.

They arc aware that the process of
quality improvement requires maoliva-
tion - which can lead (o an Dmportant
IRCTEASE HY Company prestige, promot-
ing the recognition of its servicés and



the discipline of commitment in their
COmmunities.

Among the imponant companics at-
tending this event wis Reliance Energy
Lid. From Indu.

India’s leading private sactor ugility
company, Reliance Energy, &= approxi-
mately 25,000 Employees who carry
out ils primary busingss: the genemtion,
transmission and delivery of eneny. The
company provides elecinic service [0 ap-
proximately 25 maflion people and dis-
tribaites more than 21 biallion units of
electricity. Reliance Energy is ranked
amongst India’s top 20 listed private
companies in terms of all major fi-
nancial parameters. including assets,
sales, net worth, profits and market
capitalization,

As of December 31st, 2007, the net
worth of the company stood at LISS 2.7
billion. Founded in 1929, 018 currently
India’s leading company in ehectricity
generation with zeveral gas, wind, coal
and hydro power projects. The com-
pany also invests in the infrastmcine
business, for example, Mumbai mciro
rail project Mational Highways Author-
ity of India. Recently Reliance Encrgy
Encrgy, m consortium with CAF of
Spain, obiained the Airpon Metro Ex-
press Lime propect in New Delhi: 22.7
km of high speed metro rail line will
connect Mew Delhi Railway Station
and Mew Delhi Intemintional Afrpor.
The owner of Belinnce Growp, Mukesh
Ambani . became the richest person
in the world October 2007, sumass-
ing American  billionaire Bill Gares
and Mexican businessman Carlos Slim
Helwe. His personal forfune amounts to
£63.2 billion.

Semtie Gperion Ape] 2008

Mr. Najal Peceshkian, Advisor to the

Managing Director of lranian CHishore
Engincering & Construction Conpany

Winner of the BID Inetrnational Star
for Leadership in Croality Avward,

W had & short meeting with Mr. Na-
jaf Peeeshkian regarding IOEC, asking
him about his vision. The followings
are his comiments:

ollow o vou evalimie IOEC™ ecoonaemic
1_!.r||:|'.'.!h d||ri|l||; [anst L1} :L'L':tr:':'.'

Studying the progress 10BC has
made in Capital increase, one could
casily recognize the growth rate {Ong=
ral Capital 2200000, 10 2004 roased o S
VOO0 i P07 SN0 and 15
targeting S 200/000:000 in near fusure)

o \What i the IGECs strategy approiach
diring the next 5 years?

IOEC is planning to expand its ac-
tivities in foreign markets, heading fo
become one of the major offshore GC.s
as well e expanding the activities in
Omzhore Oil, Gas & Petrochemical pro-
ects, [OEC’s target is also to beoome an
Upstream and  Downstream  Holding
Company in the next § vears.

2 How do vou ovaluate [DEC'S con-
tract exccution chpability in Tran and
ahrond?

FOEC 1= able to execute projects vali-
ing USD 2 ballion £ year and is targeting
LSD 10 ballion Tarn Ower, up 10 mext
10 years, regardless of work oecation.

3 Are international ofl companics’'con-
tractors interested fo collaborate with
IOEC In excemtion of major projects?
IOEC s willing to cooperate with
major oil companics and contraciors o
jointly execute onshore and offshone
projects in fran as well & other countries
specially in India, Soath East Asia,
Africa, South Amernca and  any
other country interested to benefit
Tiroam our experiise.
HOEC can act as a contractor,
subconiractor, and parmes
OF i COrsOmums of joant
WETRLIICS,
bl iny thanks for youn time




West Africa

bl & has

he recent surge in ol prices 15
likely to b sustaimied over the
medium term, so kag as oil
producing countnes maintaimn
thee stnct prodiuction quotas set by OPEC.

The upstream oil mehustry 15 one of Af-
FIGit's 10 econsmic prionises and is dom-
merled by 5 countnies accounting for %%
of the contment’s oil production. Affica’s
estimated proven oil reserves as of JTanu-
ary [, 1998 was 701 ballson bamrels, and
todal continental production in 1997 was
7.6 milbon bamels per day (bpd). The
lending West Africa oil producing coun-
ines arc Angola and Nigeria folbowed by
Grabon, Congo, and Cameroomn,

The leading West Africa oil producing
coundrics are Angoda and MNigeria fol-
lowed by Gabon, Congo, and Cameroan,
Equatorial Guinea and the Democratic
Republic of Congo plan to increase their
preduction,

Improved petroleum regulitory poli-
cies aligned with good governance, sus-
tained higher ol poces, and merensed
regional nfegration and cooperation wall
make the petroleum industry, 8 bub for
the economic development of the West
Adrica region,

ANGOLA

Although not a member of OPEC, An-
gola 5 0 significant ofl producer. Major
offshore oil discovenies have made the
couniry a leadmg area for exploration in
sub-Saharan Afnca. This has added o
national stability following a bwenty year
civil war and ongoing conflici, which
has replaced the fractious peace sccord
between rebel] beader Jonas Saviehs and
the Angolan government. Angola is nev-
eribeless a key producer and exporter in
Africa’s oil industry,

The oil industry in Angola i regulated
by thiz Ministry of Petroleuss. The national
oil comipany, Senangol, was established in
|‘;'?ﬁ. amd the 197§ pl':l."l'l:lll.mni 1|'|.w nﬂp.l:
Sonang] sole concesionaire for explon-
tio and production { E&P). Sonangol also
o e country's ofl refinery at Luanda
Associations with foreign companies are
in the form of jaint ventures or production
sharing agreemenis.




dl

After Migena, Angrola is the most sipnif-
icant oil producer in Sub-Sakaran Africa,
The petroleun medustry & the country’s
main economic assel. Crude ol accounts
for 90%% of total exports, more than 8024
of government revenues, and 42% of the
coumtry"s GDP. Ol production is expect-
ed o reach one million bpd by the vear
2K, The country’s known recoverable
resérves ane estimated to total 5.4 billion
harrels as of January 1, 1998,

Crsle gal production averaged 735,000
bpd i 1998, most of which comes from
offshore wources lifille fouched by the
vears of civil war, Seventy per cent of
the country’s production is offshore, in
the entlave of Cabinds, The Chevron
subsidinry, Cabinda Gulf Oil Company
(CABGOC), is the operator of the fields
and has u 3929 share in the joint ven-
ture. Oiher parters inchude Sonangol
(41%5), EIf Aquitaine {10%) and ENI-
Agip (9.58%). CABGOC plans 1o invest
nearly LS 54 billion in feld developement
activities over the next five years.

The second production area, known
as Block 3, is off the the northern coast
Here, EIf is the opertor with a 507 in-
texest. Cither pantners on the block inchide
Ajoco, Agip, Misubishi, Sonangol, INA-
Naftaplin, and Nafigas.

Angola’s downstream industry, how-
ever, is simugeling to recover from the
dizasicous civil war, unlike s promis-
ing upstream industry where foreign oil
companies contimse substantial mvest-
meents, The oil refinery a1 Luanda is old
and in need of funds to ficance & program
to upgrade and de-bottleneck the plant.
Sonangol has plans to build a new refin-
ery 10 be based in Lobito or Namibe.

GHANA

Cilana 15 expanding and diversifying
its energy sounces after experiencing . a
sEVere encrgy onisis in 1997 and 19935,
The country will receive a tremendous
boast in s indastrial infrastrocture and
enerzy demand as a recipient of natural
gas from Migeria through the West Af-
ricon s Pipeline (WAGP) which will
debiver nntural gas fromn Nigeria 1o mar-

The leacling West
Afrlca oll producing
countries are Anenls
and MNigeria followed

by Giabon, Congo,
il I s ro,
Equatorial Guinea
and the Democratic
Republie of Coango
plan to merense
their Flrnr] ietimn.

West Africa

siaduin

kets i Ghana, Benm, and Togo. This
project will make a major contribation
o regional infegration and economic
dievelopment.

Petrodenm Regulatory Structure

The Minister of Energy 1s responsible
for the government’s regulatory policy.
The national il company, Ghana Ma-
tional Petroleurn Corporation (GNPC),
is responsible for managing the coum-
iry's production and importing the
country's crsde and refined petroleum
products requiremens. The governmient
Ivas underaken an ambitious restnsciur-
ing programme for GNPC to enhance iis
competitiveness in a free market envi-
ronment. Phase one of the programme
will be the sepamtion of the company”s
inddustrinl activity from its trading fumnc-
tipns, including the importation of crude
oil and other products, Phase two will
be the establishment of a gas affiliate
which will manage the company”s paoj-
ect o produce gas in the Tano basin, The
gas will supply o 130 MW power station
located on the western coast of Gihana.

Improved  petroleum  regulatory
policics aligned with good gowver-
nance, sustained higher oil prices,
and increased regional integration and
cooperation will make the petreleum
industry a vital instrument for the eco-
nomic development of the ¢itizens of
West Africa.

il

Ghana las a buedding upstream ol
industry with proved oil reserves, as of
Janwary 1, 1999, of 165 million barrcls
Iocated in five sedimentary hasins - Tano,
Sahpond, Accra'ketn, Volea, and Cape
Three Points basins. Production in 1998
was 6,000 bpd . The downstream ol in-
dustry s key to the econmy, Refinery
capacity i5 45,000 bpd refiming primarily
crude oil imported from Nigena, Ghana
i able to supply abowt 7¥s of the coun-
try's commencial enengy needs.

Megotiotions between Cole d*Ivoire and
Cibana on the sake of gas began in the sum-
emer of 1997, and Cie d"lvoire and Mige-
ria are competing (o supply 30 mmcipd of
gas to the Takordi power station,

EQUATORIAL GUINEA

Equatorial Guinea is one of the leading
areas for oil exploration in sub-Sahaman
Adfrica, with recent offshore oil discover-
ies and encouraging prospects for add:-
isonal discovenics.

In 1998, President Obiang Nguerma
Whasogn, inooder o stmulate mone explo-
mone Hheralregulatory and profit-shanng
arrangements  including  an  updated
Muoded Prochoction Sharing Contract con-
faining sliding-scale rovalty rates and
Bererous  investment  recaplure  provi-
sions und] felds achieve significant mbes
of return, In August 1999, the Equatonal

ANALYSIS

nercsscmsnne: FFOHORE €3



a new petroleum licensimg round for 53
uncxpiored decpyater blocks and seven
shallow-water blocks in the offshore anea
i0 the soathwest of Bioko and o the west
of Rio Muni.

Downstream activitees are the respon-
sibality of Cretotal which i equally owned
by Total and the govemment of Equao-
rial Ciuinea,

il

Equatorsal Guinea has recently emerged
a8 an important ol producer in the Guifof
Guing, one of the world's most prospec-
tive petroleun regions. Chl production
roeee froem 17,0080 bpd at the end of 1996
10 83,0080 bped it thie end of 1998, In mad-
1954 ol production averaped over KD
bpd. Following the Seplember 1999 an-
nouncement of a new oil discovery m
the La Ceiba decpwater fickd, First Depe-
ity Prme Minister Miguel Oyono Midong
Sifurm forecast that his country will be
able to produsce betwoen 120,000 bypd and
300,000 bpsd wiithien 2 10 3 years' time,

The La Ceiba field decovery is a major
achscvement for Encrgy Africa of South
Africa. The Cape Town-based company,
aleng with iz American parner, Trilon
O, hold an 85% siake in the field which
s believed o contain as moch as 300-500
riklion barrels of oil.

COTE I'IVOIRE
Cdte d'lvoire could become a sig-
nifecant regional enempy =upplier with

LA
’ ANALYSIS

naturil gas réserves and ¢xcess elecine-
iby-gencribing capacity. The country™s
offshore walers anc a leading explorabion
region with recent offshore discoverics
in the Gulf of Gumea including gas finds
within the country’s temional woters.

The Minister of Mines and Petroleum
Respurces 15 responsible for petroleam
palicy. The national odl company is Pé-
trolidéres de la Cite d'Ivoire, Petroci.

Revisions of the country’s il fiscal
regubations 1o make them more attractive
bo foreign oil companics ked o 2 growth
in exploration activity and resulied in
the discovery of the Foxtrot offshore gas
field, the Panthire gas-condensat: field
im 1993, and the adjacent Lion ol field
in 195,

Since 19940, the government of Cie
i Ivwre (GOC) has privatized 44 of the
6l enterprises scheduled for privatiza-
tien. The first major privatization was in
the enengy sector with that of the man-
agement of the state electnic utility. Osher
emterprises scheduled for privatization
inchide the stve's share of the il refincry
ans portions of Petroc.

|

The West Afrecan state of Ivory Coast
is known meore a5 an odl refining coun-
try than as an ol producing one. While
it does not have the prolific offshose oil
ficlds of Migeria, it docs possess a mod-
cat upstream oi indusiry, On January 1,
1994 proved oil reserves were estimated
at 100 million barrels, Oil product:on in
198 averaged 21,000 brxd,

Cite d'Ivoire s self-sufficient in pro-
ducing refined petroleum products and
i3 also 8 significant supplier to the West
Afrecan nations of Mali, Burkina Faso,

amd Liberin. Nigena, oo, relies on Cdte
o’ [voare’s refined petroleum products o
help ease fuel shortages cremed by prob-
lems in its own refineries. GOC's ambs-
wons. with its refinery. expansion along
with increases to its storage facilities
will transform the country o the “Rot-
terdam or Singapore of Afrca to make
Céne d"lvoire the main supplier of refined
producis on Africa’s Adantic seaboard by
the year 2000."

NIGERIA

Nigeria is a member of OPEC ond is
o of the world's larrest ol exporiers.
The retum o 4 civilian government is
sevimg o re=evalumtion of petroleum regu-
latory poahicies.

O Moy 28, 1999, (luscpun Obasanjo
Wils SWieTl 10 a5 Nigeria's president, re-
turming Migena bo civilian rule. President
Obasanjo foces enomious obstacles o
transformm the petroleum: sector Mo an
hwib upon whach o base a healthy national
econony 1o benefit all Nigenians, A past
record of COmmupdion, Poor poveninee,
political  instability, ethnic  discontent,
and poor fiscal performance of the Mi-
gerian Mational Petrobeumn Comportion
(NNPC) constitutes a cobossal challenge
io the new civilian government,

One of . President. Obasanjo’s  first
moves i this irans formation process wis
to appoint OPEC Secretary-Gimeral Ril-
wani Lukman advisor on petroleum and
energy affairs in June 1999

Just before the handover of power 1o
civilian rule, the previous malitary gov-
emment crested 25 new deepawater oil
congesions, On July 6, 1999 the new
civilian government cancelled 16 explo-
ration blocks awarded by the previous



govemmient of General Abubakar, A ma-
jority of the awands were granted 1o local
firms which were believed 10 have tes
o setive and former senior military of-
ficials. Additionally, President Obasanio
has established a commission o examine
the propricty of all govemment contracts
awarded in 1999 prior 10 his adminstes-
tion's assumpton of power,

Ethnic distorbances contmue m the
prolific oil-producing Niger Delea region
and have recently increased. An estimat-
ed T people have been Killed m clashes
between several ethnic groups and se-
cumty forces since President {¥basanjo
assumed office. President Obasanjoe is
establishing the Miger Delta Commis-
gipp (MDC) to supervise development
and govemment ivestments i the area-
Forzign oil-producing fimms in the region
have agreed fo help fAirance the NDC.

Migeria’s ambitions to douhle iz oil re-
serves 1o 40 ballion barmels by 2000 is hin-
dered by WNNPC's past poor perfommance.
Foreign field operators, who are mostly
nvolved in josnt ventures (JV's) major-
ityv-comtrolled by the Nigeman National
Petroloum  Componstion (NNPC), have
suspended explomtion and feld develop-
ment because the NNPC has falad 1o pay
its share of capatal zpendang on time.

President Obasanjo faces enormous
obstacles 1o transfomm the petrobesm sec-
tor o a development tool to spearhead
cconomic development of the national

econpmy. Past reconds of comaption, poor
govemance, poliical mstability, cthnic
dizoonient, and poor fiscal performance
of the Migerian Mational Petroleem Cor-
pocatien (MMNPC) presents 2 major chal-
lenge 1o the mew civilian administration,

The petrolewm inchustry in Migeria & regu-
latexd by the Minkstry of Petrolaum Rsoirc-
5. The State is represemed i its upstream
and dovnstnesm activities by NNPC,

il

The upstream oil industry & the single
mos imporant sector in the country’s
econamy, providing over WG of #is ol
exports. I 15 the key 10 understandmg the
political and economic situation in the
country, Migera holds estrmated proven
ol reserves of 225 hil lon bamels. almos
all of which are o be found along the
couniry's Miger River Dhelta coastline:

0il production averaged 2.012 million
bpd for the first five months
of 1999, down from 2.043
million bpd in 1998 and
2317 million bpd in 1997, i

President Obasanjo plans
o increaie Migena's oil

production by 0% in the |
next four years through .*,lqri
state-funded development |
of new oil and gas fields, [

An ongong ssie e | ]
heart oF the coumirys pelio-

beum indistry il remains ]

the equitable sharmg of LIS S10.000 mil-
Tion annual ol revenues among ils diverse
ethme population, and the emvironmental
responsibilitics of madtnatiosal  compo-
mtions exphosbng the o1l mdustry, The
responsibility rests with the Miger Delia
Commassion [MDC) o nddness the ssues,

Migenia’s four refinenes have a com-
bined capacity of over 438,750 bpd. Sab-
otage, fire, poor managemaent and lack of
muaimicnance for tum-arownd have scted
o' decrease seial output and have led to
miassive fisel shomages throughowt Mige-
nn: Shonages of refined products have
foeced the WNPC 1o import, and the gov-
emment has authorized import increases
to help ease shomages. Deregulation of
petroleusn product imports was unveiled
under the new budget plan. Deregukation
will end the NNPC's monopoly on petro-
Reurn product impons,

O Juby 2, 1990, the NNPC snnounced
that st was cancelling oll erude oil enm
contracts effective at the end of Sep-
fember 1999, The cancellotions are an

‘anempl by the government 1o timat the

‘role of trading companies in- Nigerian

IE'I.'I.'HII::MSE]H The govemnment wants
mmr.rﬂsul‘ru!cm of transparency in

- sales of erude oil and reduce the reliance
. .:.:xﬁ-m|dd|-ﬂ|}bl b}' h],'.l".ill'* direct HH

1o refiners. Refiners wishing to purchase

.'anllrullcmtrm“wmmlur@rm
s mpgymcwmusﬂmuﬂmmu._ﬂin

Seal past aurccmeTHs,
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House SPR

oil purchase
hearing splits
along party
lings

emaocrits and Republicans
at an Apr. 24 US House
commities hearng on com-
tinuwing ol purchases for

the Strategic Petroleum Reserve when
prices are breaking reconds disagreed
on which government policies send the
wrong signals to markets,

Democrats on the Select Commatiss
on Energy Independence amdd  Global
Warming said suspending punchases for
the SPR would effectively ease upnward
price pressure by sending mose ol onio
global markets instead of mto stomge.
Republicans responded that authonzmg
beasing with appropmate environmenal
safieguards within the Arctic Mational
Wildlife Refuge and on more of the
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Cater Continenal Shelf would be cven
rvee effective,

Wiinesses pestifving before the com-
miree offered recommendations rang-
ig from generating more rescarch and
development  funding by exchanging
some light, sweet crude in the reserve
for heavier grades 1o adjusting sched-
uled deliveries of rovalty in-kind crude
s that comtinuing o i the SPR would
cost les money

Democmts on the commiitee said il
made no sense o continue buying crude
for the reserve when prices are so high.
“When yvour house 15 on fire, 117 insane
0 increase your meurznce inslead of
grabbing a hose and twmang on the wa-
fer,” sad Rep. Jay Insbee (D-Wash.),

Commitiee chainman Edwand 1. M-
key (D-Mass ) urged the sdmimstration
of President Creorge W, Bush not only to
suspend SPR purchases, bt to release
crude from ihe meserve. “If President
Bush were to announce his mienbion
io release ol from the [SPR], it would
paut an immediate end to the speculative
feeding frenzy that is driving ugp prices,”
he zaid in his opening statement,

*The biggest problem®

F. James Sensenbrensics QE-“"ih._l, th
comimites's mnking minoety member,
wiidd, “T don’t know whether @pping the
SPR woild have an effect on g,aﬂl.'l”l‘r:
prices, [ do know tha the biggest prob-
lem 5 a lack of domestic supply. Con-

Eress hias clased odT ANWER, most af the |
OC% amd pmuech of the F.i:u:k:.-' M- I

tins. |1 has tmed to ke lax breaks avway
from domestic producers, In shart, i has
wvotexd doomn every measure which would
have increased US production,™

Jaha J. Hall (D-NY) said, “We ane, i
foct, working on increasing domestic pro-
dwction of other fuels o raduce our depen-
dence on oil which has o many sdverse
consequiences. There are o ot of new en=
eTgy sources coming mto play with the fi-
nancial meentives we have enacted.”

But John B. Shadegg (R-Arne) smd
upward pressure on paselme  prices
wionlbd best be reduced by increasing do-



| respurces o6 the OCS and in the Inter-
| ronintain West,” he said.

mestic oil supplics. “1 agree that we nead |
to develop aliemative forms of energy, |
but every expert who has appeared be-
fore this committes has said that the US
economy will be oil-based for the next
30 years at beast, We have already semt
the wrong kind of signal to speculators
by locking up so much of our domestic

Democrats zaid legislation 5 needed
b lisit fimancial speculators” impacts
on ol markets, “We have heard from a
number of oil and gas executives about
the mle of speculators and greed in driv-
ing the price at the pump up, especially
fior homse heating oil,™ said John B. Lar-
son (D-Clonn. .

Inzlee added that the US Commodiny

Futures Trading Comdrviission's aiitlor-
ity needs to be expanded so it can regu-
late over-the-counter energy commuodity
transactions. He said that HR 394, the
Prevent Unfair Manipulation of Prices
(PUMP) Act which Rep. Bart Stupak
(D-Mich.) has introduced, should be se-
mously comsadensd,

‘Mof the entire stary”

One winess questioned  committes
members” foous on market speculators.
“They re not the entire story,”™ said Kevin
Book, senior vice-president for encrgy
policy, odl, and allemative enerpy at Fried-
man, Bilhngs, Ramsey & Co. i Arling-
fon, Wa, “In tight markets, refiners have o
bl up the price of crude 1o continse op-
grating. The 5PR’s existence keeps them
Trown hawardhings by allowing them 1o main-
Eain bower inventories,” he said

Grrowing global demand for oil, par.
ticularly m China, India, amd ofher eon-
momscally emerging nations, amid lim-
itedl supplics 15 the main reason crude
prices have climbed so dramatically,
Book said, sdding, “Simply put, these
economies have entered into their en-
ergy adolescence.”

But Mark Cooper, research direcior
wt the Consumer Federation of Amersca
m Washington, D, condenced that pro-

ducing nations and integrated oil compa-

Demaocrats and Republicans st am

on which government policies send ihe

widng siennls fo markels,

mics” refisals io invest in new production
and refining capacity has been primarily
responsible. “In a well-functioning mar-
ket, growing demand does nod produce
the kinds of price increases that we have
secn,” he said. The SPR's size relative to

the global oil market 15 so small that sus- |
pending purchases or releasing inven- |

tory would have little impact on prices,
he added.

Dave Berry, vice-president of Swifi
Transportation in Phoenix, who testi-
fied on behalfl of the American Truck-
ing Association, said the trade asso-
ciglion has previously recommended
suspending SPR oil purchases and re-
leasing inventory to case the impact of
high prices. But he also said that other
mepsures are needed, incloding in-
credsed domestic ol and gas develop-
ment, more refining capacity, sensible
renewable fuels strategies, and a single
national diesel fuel standand,

Congress also should consider insti-
tuting a nationwide 65 mph speed limit

to reduce demand, Berry told the com- |

mittee. It already has asked the admin-
istration to require that all new trucks be

equipped with factory-installed devices |

which electronically limit the vehicle's

speed to 65 mph, he said. “The users |

also meed 1o be included 10 research and
development discussions. Some of them
are coming up with fabulous wdeas al-
ready,” he said.

SPR munagement mensures

Two other wimesses said the Bush
acdministration could lake other steps 1o
manage the SPFR more effectively. Frank
Rusco, acting natural resources and en-
vironment director ot the Government
Accountability Office, said the congres-
sional watchdog apency has found that
if DOE hod wsed a steady dollar valoe

imstead of volume goals o fll the SPR
from October 2001 through Awgust
2005, it could have reduced fill costs by
5590 million, or pwore than 10%

“I think there has been opposition
because DOE has used royalty in-kind
ol to fill the SPR sincc 1999, There has
been no coordination between DOE and
the Department of Interior on this. There
could be a cost benefit in DO1's defer-
ring deliveries when prices are high and
sccelernting them when prices are low,™
T toslel the commitees.

Melanic A. Kenderdine, associate di-
rector of the Massachusetts [nstitwe of
Technology Encrgy Initiative, said the
RIK program was effective when low
oil prices threatened o shul in domestic
production in 1999, Encrgy secrelaries
Bill Richardsen and Spencer Abraham
cach directed the SPR office o defer
deliverics when prices stanted to climb,
sh said,

“We also need new wavs to finance the
research, development and demonstra-
tion of key technologies to enhance our
energy securify and sustainability and
mitigate the impacts of climate change,”
Kendending sid. She listed theee spe-
cific steps: an outright sale of 40 million
bbl from the SPR which would produce
almost £4.5 bllion in new revenugs, sus-
pending the RIK program in ways that
recuce o positive budpet score which
could penerate at least 51 billion of pew
furiding for carbon sequestraizon and en-
ergy efficiency programs, and exchang-
ing 50 million bbl of light, sweet crude
in the reserve for heavy oil on the market
whach, if done cormectly, could pet 3500
million without reducing the SPR's
owverall seac.

Markey said that steps clearly need
ton be taken. “We have the worst of both
worlds right now: Wt laxpayers”
money buying oil &t record-high prices
and putting upward pressure on those
prices with our purchases,” he said. Fol-
lowing the hearing, he told OG) that he
had not invited anyone from the Bush
adrministration 1o testify that day, “But [
plan to in the very near futune,” he said.
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Panning for black
gold, a global
challenge

he il s out there. The land pan

15 geiling 1t fo consuers,
Oil industry executives and
experis arc gothenng for the
Carnheidoe Encrmy Rescarch Assocuites”
annual conference, one of the seclor's
mosd impeessive showings of enérgy in-
dusiry clout outside of an OPEC meeting.
The backdrop: Tight supplies and ns-
ing demand for crude. As a resuli;

| executives sapd, the mbustry faces sen-

0
{n)
o
=
=
ol

ozs challenges getting oil to market.

The consensuis among  participants
ot the conference is that the world has
enough oil to meet growing demand, but
that the mchustry must focus morne atien-
tion on harvesting the ail.

“An oil cnsis s ommng, and sooner
than most peeple think," said John Hess,
chiel executive of Hess Corp, the imte-

{ prated ol and gas company with 2006

sales of 529 billion, “All oil producers
are not investing enough today.™
Rising mcome of consumers has

propped up demand even as crude pric-
es have spiked five fold in the past six
years. Hess offered some perspective:
Oin a unit-to-unit basis, oil s sl about
10 times cheaper than & Starbucks lae,

Runaway growth in oil wuse in India
and China - the two counlres & ex-
pecied to boast a combined 1.2 billion
vehicles by 2050, up from 20 mellon a
few years ago - is expected 10 push de-
mand above supply sometime bebween
2005 aned 2020, Hess smd.

“It's most a matter of endowment, 19s o
master of investment,” he said.

A small bt growing number of ana-
lysts disagree with Hess' assertion that
there is enough oil in the ground. They
say production of oil has peaked or will
peak soom, followed by a slow but steady
penod of decline that could cause major
social unaest

Ol executives, while acknowledging
that crude deposis are ultimately Lim-
ited, said that new technologies should
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keep crude production rising for at least
severnl decades,

“Many perceive the supply challenge
ns one of scarcity,” said Mark Albers, a
senior viee presdent ot Exxon Mobil.
*There 15 no question oil s a finile ne-
souree, but its far from finished.™

Albers poanted to o ULS, govermument
survey saying the workd has three mllion
barrcks of oil left - compared 10 the one
trillion used so far in history,

There's plenty of oil, 1% just hard o
reach. But mech of what remadns lies
in remote places, Albers noted, He zaid
producers have o work closely with
counrics that hold a significant chunk of
the remaining supplies,

One of thoese countries, of course,
is Saudi Arabia. The hesd of the Saodi
state il company said his firm is making
the necessary investments o imerease ol
production to 12 million barrels a day by
2009, up from between & mallion and 10
million barrels a day cumrently.



he fromt=month crude con-

iract climbed to o record

high abowve 3102 in

early tradhng Feb, 27 on

the New York market but then retreated

afber US officials reported langer-than-

expected builds m cnede and gasoline
myventones.

The Encrgy Information Adminisira-

tion said commercial US inveniories

of crude increased for the seventh con-

secutive week, up 3.2 million bhl 1o

AMALYSIS

J0R.5 milhon bbl cnded Feb, 22, That
surpassed  Wall Street’s expeciations
of a 24 million Bhl build Guaoline
stocks jumiped to their highest kevel in
14 vears, up 2.3 million bbl 1o 232.6
million bl &, a markel consensus of a
400 00 Bhl increase

Fstilloee fuel invemtones fell 2.5 mal-
lion bbl w 120 million bbl during the
same period, supassng expectations of
a 2 mallion bhl decline,

In other news, wenkness of the US dol-
lar vs, the Brtsh pound and other key
currencies pushed gold o record highs
in the futures markes and kept crude fu-
tures from falling further. Wirmics persist
that the US = shding imo a recession.
The dmly tug-of-war between the bulls
and the bears en Wall Street ended ina
virtual be,” said analysts in the Houston
office of Raymond James & Assocs-
ales Ine. *Bodh sudes got data poimis that
vilidated their positions, with ithe 1S
Federal Reserve chaimman waming thal
the cconomy could gel worse, support-

MARKET WATCH:

Grude price retreats from new intraday high

ing the bears. On a bullish note, trders
found hope in the news that Fonnie Mae
anl Freddie Maoc will commit addsisonal
moncy W punchase morgoge securities.”

Olivier Jokob m Petromatrin, Zug,
Switrerland, sad the encrgy market
now faces “a lest to soe if marked par-
ticipans are currenly able o focus
an fundomentals for more than a few
howrs,” The front-month cnshe comirsct
has gamed 55bbl since mid-Febauary
om the Mew York Mercantile Exchange,
bt the crack for the April gasolme con-
trmct “has bost the same amount aimd the
backwardation continucs o gently erode
in cmude oal,” Jakob said, Current foong-
month comracts for petroleum products

expire Feb, 29, *Expiry of the gasoline
contract remains o pressune fsk & s
conlango widens., The high pasoline
stocks (amd that is before ethanol gocks
are cven congidered) and imposts nes
ported by [EIA] will be no supportive
item. Crude oil stocks are also sieasdily
rebuibding with impans on the d-week
avierage higher by 80,000 bid from Last
weat,” he said.

"The overall US stocks have gone
from a yearly deficit at the siart of the
year of 65 million bbl [down] to 20 mil-
lion bhl last week, With the subsequent
week [as1 vear showing o 16 million b
draw, the ovemall yearly stock deficit
should have mostly disappeared by the
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“The planet s sufficienty endowed
wilh petroleumn resources for decades
b come,” saul Abdallah Jumah, chicf
execwhive of the Saudh Arabian Nanonal
Ol Company, which pumps about 4 or 3
times the smount of oil as Exxon. “Bu
if the prevailing confusion over energy
policy continues, there 15 considerable
risk the expansion of resources will be
compromised.”

Jum’ah didn’t specify which poli
cies he was refermmg 1o, bat cautioned
against putting too much faith n altema-
ive encimy.

“Thexe arc expectations for an unrealis-
te developiment mie for such mesounces,”
hix zabd. “The world cannot affoed to leave
sy quantities of oil in the ground and
move 10 encenain technologices.”

Renewable energy to the rescue? The
LS. government savs that, under cur-
rent policies, renewable energy will only

meeet 2 to 5 percent of the country™s total
cnengy needs by 2030,

But supposters of renewable energy
sary it could be much higher by then - up
tor 50 percent - given the right incentives.

Jum’ah said that global warming “de-
mands our most serious aention,” bt
he added that “we cannot afford 1o aban-
domn fossil fuels,” D4l be said, helps drive
coonamic growth and lifis people o of
poverty.

The climate change debate. Other
executives wene more forceful in push-
ing the isdustry 1o address the chmate
chanyge challenge.

“The energy industry should be pan
of the solution, we have the best under-
standing of the supply chain,” said Jamies
Mulva, chief execulive of ConocoPhil-
lips, the third largest oil company in the
LS. behind Exxon ancd Chevron,

If the industry doesn’t engage, Mulva

-

-\'l.b'

said, “we'll lose the option of influenc-
ing policy, and our inferests coukd be
maarginalized.”

Mulwa chastised the LS. govemment
for nol tnking a more active role in deal-
ing with greenhouse gasses, “The US.
has missed opporunitics o show lead-
ership,” he sanl The United States, un-
like those of most other industnalized
nations, failed o mtify the Kyoto treaty,
the 1997 agreement mandating o reduc-
tion m greenhouses gasses,

MNobuo Tanaka, executive director of
the International Energy Agency, said a
mandaiory target o reduce greenhouss
gasses may mod sobve the global warm-
ing peobibem,

Tanaka cuilined a plan calling for mas-
sive meductions in carbon dioxide emis-
sions from power planis, a big jump in
energy efficiency, and a revamping of the
vehicle fleet - along with big investmenis
in conventional energy infrastructure,

The plan would be costly - $50 trillion
by 2050 - but be said that price 1ag rep-
resenis |;|-|'-||:,r 1% of the wm'||,|'.¢.'|:m:u'|‘:L‘1L‘d
coonamic output over that fime

Aawd the investment woukld couse a re-
duction m greenhouse gos emissions by
of least 30 percend by 2030 - and avoid
the most senous effects of global warme-
ing sech as widespread flooding and
drought.

“The primary scarcity focing the plan-
et = not resources, it's not money,” sud
Tamaka. “1t"s fime,”

AMALYSIS
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next report,” Jakob said.

He said, “The recent focus has been
on the weakness of the dollas index but
in Nigeria the presidential election has
been validated by the courts, exports of
Forcados [erude] have been confimied
higher, and Royal Dutch Shell PLC an-
nounced [Feb. 27] that the repairs on the
Bonny pipeling have been done. OPEC
might decide to leave things unchanged,
but until the next sct of militancy sabo-
tage, the flows from West Africa will in-
crease. And this is before the start up of
the 250,000 bvd Aghami field scheduled
for the summer. 1 should be no surprise
that Migeria is not calling for a cut in
OPEC production quotas,”

Energy prices

The April contract for benchmask LS
sweet, light ensdes peaked &1 8 record
S102.080b01 in rsday trading  Feb.
2T before clesing ot $99.64/hb1, down
£1.24 for the day on NYMEX. The May
comtrsct bost 51,19 10 399, 38%bb], On the
S spol market, West Texas Intermedi-
ate at Cushing, Okla., was down 51.24
1o $99.65/hl.

The March contract for refonmulsted
blend stock for oxy ¢ blendimg
(RBOB) dropped 7.28A¢ to 52.4%/gal
on NYMEX. Heating oil for the same
month declined 4.39A¢ to $2.77/gal.

The March matwral gas contract fell
27.6A¢ 1o 58593 MMbtu on NYMEX.
On the US spot market, gas at Henry
Hub, La., lost 6A¢ 1o S92/ Mbiu,
ElA said Feb. 28 that 15] kel of naiu-
ral gas was withdrawn from US under-
ground storage ended Feb, 22X US gas
storge now stands at 1.6 ref, down 133
bef less than a year ago but 87 bel above
the 5-year average.

In London, the Apel [PE contract
for Monh Sea Brent crude lost 31240 10
SR 2T/bbl, Gas wdl for March dropped
55 o 893, T onne,

The average price for the Drganization
of Petoleum Exporting Couiries’ bas-
ket of 12 reference cnides increased by
S100 10 595, 206bb] on Feb, 27.
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b many questions that agi-
tated the minds of Migeri-
ans on gas flaring i the oil
and gas industry since 1938
before the relevant committees of the
Senate embarked on the investigation
nl'-,-h;mh-u; in fare-oiur dead line were:
Why the incessant change in dates or
deadlines for gas farg-out m Migena?
Why has the Migenon government al-
lowed s0 much wastage of funds and
resgqirees through gas flanng?

Why have the International Oil Com-
pamies {(10Cs) and the federal govem-
ment of Nigena not been able o conven
associated gas for domestic consump-
tion? And when is it feasible to have
zero flares in the ol and gas industry?

These were the major gquesiions
asked by the three commitices of the
Senate: The Commiites on Gos, Epvi-
ronment and Ecology and Petrolenm-
Upstream when they were called for
investigation recenily,

(i ﬁuring stapted i Niﬂcriq with anl
]irmll.ﬂ.'lil:ni a5 Eod iled s ih it rnko-
ral by-product of ol production. The
refineries in the country were designed
1o Aare gas while crude oal 15 refined.

Migerians were nol conscious of the
damage 1o lives and the environment as
they enjoyed the boom from oil. Lately,
il became necessary 1o talk about the
environmenl. In year 2000, a deadline
of 2004 was fixed for stoppage of zas
flaring 1n Nigena. Even as a terminal
year was amived ol no conscious ef-
forts were made towards realizing the
target. By 2007, a new date was fixed
for total Aare-owt, I8 was said that on
January |, 2008, all oil and gas compa-
nies would stop gas Aaring in the eoun-
iry. By Jamuary 1, 2008, a new deadline
was mumoured and the 10Cs quickly
accepted the pew umoured date of De-
cember 3], 2008,



Senator Osatn Brumaso, Senate Come-
miltee Chaimman on Gas, one of the
conveners of the meeting wanted to
know the circumsiances swrrounding
the wmcessant shill of deadline of pas
Hare-out. Uras as 2 commadity 15 highly
mvaluable 1 domestic consumpticn
and in industries to power their ma-
chines in the absence of the national
prid whose problem has become hy-
dra headed. The majority of Nigerians
depend on fire wood and charcoal got
from buming trees for demestic cook-
ing pasg that could have been converted
fior such purposes, but are fansd,

[t 5 said that Migeria Aares 2.5 mm ef
of gas per day, The gains of converting
this volurse of gas o domestic and m-
duxirial vee can :ml:.- he ||1ugim,'|.|. M=
geria is ranked Tth in gas Maring in the
world with Russia laking the lead while
countries like Saudi Arabia schieved
zero Maring o long me ago.

While the federal law makers were
looking for ways of compelling the
International (il Companies (T0(Cs)
1o stop gas flanng, minister of state
tor energy (Gas), Emmanuel Odusina,
oould not agree less, but told the panel

Cras Maring started in Nigeria
with oil production as
associated gos is a natoral hy-
product ol ol prosfuction, 1 he
relineries in the country were
1I|.'\i|__r.r.|r_1! tiv Hare gas while
crude oil is refined.

that stopping gas Manng was capital
intensive, and that Migena’s gas was
ned localised, 50 i1 would need a robust
infrastructural outlay 10 hamess the gas
for other uses,

He also noted that whale the NNPC,
DPR and the mimistry agreed on the
terminal date of 2008, the 1OCs had
proposed 20015, The minister apreed
that if a proper deadline i= arrived at,
an implementation time table would be
given to the oil companies to comply
wiith fior the realisation of the goal,

Drirector of Department of Petrobeum
Resgurces, DPFR. Asthony Chukwiieke
said while oil eould be kept in tank.
ers and cven moved arounc -::u:i.l:.-. s
necded 10 be preserved or |15||'u,'|.| 1o the
end wwerd, amd that thete processes il
1o the cost of the product, He said the
department had tried to discournge fiar-
'ing over e vears, but that it had o

oy

bheen effective, A |1I'il,.'E' af N S0.000 for
a culvic Tood of Aared gils wis ilnrﬂ,a-:.ﬂl;
the amount was increased 10 5 10, While
DPE was charging this meagre amount,

the actual value of gos (Aared) per of

wis b B, acconding to the PR Dereclor.

In the absence of mfrastructure o
converl  associabed gas  mbo usable
products, it was more profitable io flare
and pay the fire than worry themselves
with putiing in place infrastructure.

The direclor also noted that the in-
trostructure necded would cost ithe
governmeni and the [OCs up o § M0
mm fo esablish. He equally disclosed
that even the federal povesnament has
not put down their past of the fund to
put cstablish infrastroecture. For the ol
companies, he said, it is siricily busi-
ness and Gz tﬂlij: ag the Tederal HOvVETT-
ment is ned comminted o enforcing a
deadline  asicl ¢hL'a|.'|]'r:-:|'| iTIfﬁ,l.'-dl'lli.'lul'l."
[0 converl assodiabed s, the shiation
will not change

However, the Group Managing Di-
rector, GMD, of Nigerin National
Fetroleum Company, NNPC  Engr.
Abubakar Lawal Yar'Adun disclosed
that if the infrastructure is established
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b-:,' MM 98 % farc-out could be
achieved, however, teat the real isswe
is funding and infrastructure. He said
the federal government had given the
NMPC the go ahead to source for funds
towards putting the infrastruciure in
place. The federal govemment will not
go it alone; they will collaborate with
the 10,

Meanwhile, as the conltroversy m
deadlines lingers, Lawrence Ajibade
who represented the environment and
housing minister, made 1t clear that
all the dates canvassed were wrong
ag it was hiz ministry that called a
stakeholders- including o1l companies
meeting in the Abuja Sheraton Hotel
of th and [0th August 2004, where
all concerned agreed to the deadline of
July 3 0se, 2008,

The MNigenan sovernment through
the minkstry of environment and hous-
ing had fixed the werminal date for fares
mn 1|1|: i;l_1l.||‘|!l":|' [I‘ml i .lul::,.' 315.[. HO0E,
Abaouit few months from now, it would
have b incumbent on all concermead,
especially the [0Cs 1o respect the date,
miore 50 when they were part and par
cel of the decision 1o have the flare
deadline. Though, the pronouncemen
was made, nothing was done 10 make
it enforceable. It was nol properly ga-
zetted nor commuunicated in any offi-
clal manner.

The legistature was not carmed ol

with major stakeholders on this
matler. They could have passed o

resolution which, in the absence of

all other legal instrumenis, would
become enforceable,

From the look of things, not even the
Migenian government meant what they
saicl. They were not prepared for flase-
out ax the GMD of NMIN khas stacd
that they were vel o cuablish infra-
structune, just like the Nigerian gov-
ernment was yvet 1o provide hee coun-
terpart funding towards the flare-out
infrastructure. Though Engr. Yar"Adua
has disclosed that the sum of 5 5 bn has
been raised from the capital market for
this purpose, he did not say of the sad
amount was all the federal govermmant
needed to provide and what pereentage
of the todal amount that was.

All said and done, what 15 inportant
i% the infrastnocture. When it's pro-
vided, the citizenry will benefit tre-
mendously, capecially with regards to
domestic consumption, indwstrial utili-
sation to put industries back on line and
it will also save the environmend.

The other side of the coin is the is-
sue of the environment which s even
far more important than the maoney the
Migerian government is losing through
the flares, Flaring the gas into the at-
|11|_1's|'_||'||:r-|;' destroys 1hie Envvirenmnent.

The ozone layer depletion which is
responsible for global warming and

climate chonge with its danperous con-
sequences an human life, agneuliure,
sea level ete. will e minimised if gos
flaring is stopped.

Senate Committee Chairman on En-
viromment and Ecology, Senator Grace
Bent did not mince words in urging the
imanediate stoppage of flares. She said
the Migerian governmeint would ot
tolerate flares after the agreed deadline
and that the govermment woald not les-
itate to shul down wells that are b
:‘m,!l:ll.l.\. o lives and the -|'."|.‘|'|.'5|r|.'||1|'|!r|:hl.
not minding the fines the oil and gas
companies pay for fanng.

The Miger Delte enviromment, b say
the lenss, has been exposed todangerous
consaquences of flaring since 1958, The
once luesh forest 15 almost completely
gone due to newd ran, cormegated sheets
used for roofing have given way, the
one tme arca known for is fish now
depend on imiported frozen fish and
spillage has cither killed or poisoned
the aquatic life of the aren. Crop yield
has reduced 1o the barest minimum as
thie land can no lenger sustain cultiva-
tion affer several years of environmen-
tal degrdation and spillage which in
most tinkes ane nod reclaimed, leaving
the hazardous materials (o equally paol-
lute the water which the rural populace
depend on for drinking.

All said and done, a quick Mase-out is
the desire of all stakeholders,




Oil and Gas Market Introduction

Ol and Caas World Briel Oversiew
he Upstream Oil and gas
SEChE 1% an international
market, with © mvestment
amd operational - decisions
imcreasingly determned against workd
normes, heavily mituenced by both the
current warkd ol and gos price and an-
ticipated price for s impact on new off-
shore and inshore ficld devebopmenis.
The volatifity of the oil pnee has led 1o
changes v the simecture of the oil and
gas seclon enchmpassing both the oil
companies and their vanows supplicos
and contractors; In particular there has
been consolidation both henzontally
and vertically in the iraditional contract-
i ol and gas supply chain
Every day the world consumes over
T5 millicn barrelz ofoil and 6 billion cu-
ic metres of gas. This rate of consump-
tion fusther depletes the planct’s finile
quantity of fossil fscl,

Demand for O and Gas

Comtinued world econemi: growih,
particularly asseming there foe i major
vt i world regrons (a5 m Russio
and SE Asia in 1R 1999, wall lead 1o
increased demand for Chl and gas

With limitations on the spare prodic-
pon . capacity avilable world-wide ot
present, increased world demand wall
certainly require increased development
petivity in both OPEC and non-OPEL
countries, Thies it 15 expected that world
mnvestment in explomiren and produc-
to Bcilities will rise:

The: level ofnctivity in any one Coumny
&5 influenced generally by the cxpectation
on ol price, and local conditions reflect-
e the coumimye’s competitive position
with nespect (o others

Local conditions generally, the at-
tructiveness of the oil province geo-
logically (indicated perhaps by recent

discovery rates and size of discovered
Felds), begislation affecting conditions
and  faxaton on develspments, and
the confidence in political system and
praximity b markets are all factors o
be taken inbo SCcouwnt.

The Gas Sectar

Whilst gas field exploration and devel-
opments use similar techaology o Oil,
the gas sector ks different cconomically,
Thec high cost Of ranspoming Qs (ug i
ten times the cost of transporting oil)
means that gas field developmcents can=
mod be considered in isolation, but need
1o be developed v conjunction with in-
VERImENE i iransponision infrastnacione
(pipelines or Iduetaction: systiems) and
the relased demand markets,

Thus gas prices and confracls arc
often specific b0 a locality - country or
region, The exceplion 1o this 15 where
the gis sector = mirkets and infrastroc-
ture are Well developed - s mthe LK,
Europe and US - where, with suitable
de-régulation, there can be mare of &
genuine market-drven price.

There 15 Increasing imcrest i gas
wearld wide, with demand $or gas cur-
rentlly grovwing and forecast 10 grow at a
higher rote than oil over the next two de-
cides. This i bemnge driven partly by the
avikability of gas and 15 attractions on
envirommendal groumds. [t s also leading
e iecreasing inkcncst and development
of (xas To Liguids technology in which
2a5 15 convierted 10 a mone conceniraicd
liquid form to facilitase the exphoitagion
of remose and smaller gas reserves,

Magor oil companics such as Shellare
moving inte gas, secing declining busi-
ness opparunitics mnon-CFEC coun-
trics. Further, the imponance of power
generation a5 a market for gas is encour-
aging companics o become involved in
both zas and power urilines,

Ol and Gas Ficld Development

Ficld developmemns will Be matched
by investment in major  iransporta-
tion systems, cither Hguefied Namral
Gas(LNG) or Pipeline, in regions such
as SE Asia, South America and linking
Ceniral Asia / Middie East 1o Evrope,

There i a kong term trend of refinenies
being built more in developing and Pe-
rolewm producing countnes and away
from developed, consuming, countrics,
as producers seek to increase (hemr add-
ed vakue and developing countries seck
10 reduce therr dependence on imports.

Thedeveloped world's relinernies oper-
ated efficiently and profitably while Chil
prices were low (cheop feedsiock) and
supphy readily avoilable. Subsequently,
with taght o1l supplies, higher feedstock
prices and pressure from consumers on
prices, they are openiing 1e5s profitably.
Hovwever, refincnics in other pars of the
world, especially SE Asia; have suffered
from kow demand in recent years, bead-
i bocontimudng low' mangins,

Demiand for new refinerecs 15 limdted,
generlby drven by national policies on
adcling valoe with produucts from Croude
Chl, o meeting . national demand for
refined products from indigenaus pro-
duction capacity. Howewver, there is an
ongoing requiremient for the upgrading
of refineries 10 improve and revise the
product mix and 10 meeh mone exaching
envirommental standands. The demands
for different produces in the m.m:rnmbilu,
SCCHOr are an important driver i this.
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ANALYSIS

LVery

he price of oil remains high

only because the cost of ol

remains 50 low, Wi remain

dependent on oil from the
Micleast not because the planet is mn-
ning owl of bured hydrocarbons, but
because extracting oil from the desers
of the Persian Guolf is 2o casy and cheap
thiat it"s risky 10 invest capatal o exirac
somewhat more ztubbom ofl from far
]:|r{:|,:r |,!-|,:|1|1'\.ir.\ in Alberta.

The market price al ol = mdeed how-
STING up aroumd L50k-a-harrel on the Spail
markel Hual getting ail 1o the surface
|;|'.1T.,:l1l:|_1_,' ot under 55 a harrel in Saodi
Arnbia, with the E|-.|J:ru.| Fverage cosl cer-

wherse. ..

By Peter Huber amd Mark Mk

tainly under 515, And with technology
already well in hand. the cost of sucking
oil out of the planet we occupy simply
will not rise above roughly $30 per bar-
rel for the next 100 years ab least,

The cost of ol comes down 1o the cost
of finding, and then lifting or extracing.
First, vou have to decide where to dig
Exploration costs currently mm wnder 53
per barrel in much of the Mideast, and
below $7 for o1l hidden deep under the
ocean. But these cosis have been falling,
not rsing, becanse imaging technology
that lets geologists peer through mibes of
water and rock improves faster than sup-
plies recede, Many lower-prade deposits

@ OFFSHORE ...............

requine no new beokimg at all

To pick just one example among
maany, finding costs are essentially zero
for the 3.5 trillion bamels of ol that soak
the clay in the Onimeco basin i Venezu-
ela, and the Athabasca tar sands in Al-
beeta, Canada. Wes, that's trillion - aver
a century's worth of global supply, at the
currend  30-hillion-barrel-a-year miec of
consumphon,

Then you have 1o get the il out of the
sard = o the samdd ot of the oil. In the
Mfichzast, cumrent lifting costs min 51 o
52.50 per bamel at the very most;, lifl-
ing costs in Irag probably run closer o
50 cents, Ih.|::1.|g|'| UPEL siuns oot D
publicize any such embarmssingly bow
numbers. For the most expensive off-
shore platfiorms in the North Sea, lifting
costs {copital investmen phes opersting
coats) cumently mn comlorably south
of 515 per barrel. Tar sands, by contmast,
are simply snp mined, hke wesiem
cioal, and that's very cheap - but then you
spend another 510, or maybe 513, sepa-
rating the oil froon the diri. To do that,
oil or gas extracted from the site Hseli is
bumed o beat water, which is then used
o “crack” the bitumen from the clay; the
bitumen is then chemically split 1o pro-
duce lighter peiroleum.

In sum, it costs under 35 per barrel] 1o
purap il oud from under the sand in lrag,
and about 515 o melt it owl of the sand
in Alberia, Sowhy don't we just leam to
lowve hockey and shop Canadian? Con-
vertional Canadian wells already sup-
|1|1_.' us with more oil than Saudi Arabia,
and the Canadian tar s now delivering,
o, The %5 billion (1U.5,) Athabasca (il
Samicls ]"Tl:liL'l.'.'I that Shell and Cheveon-
TeExacn :I-Fu.."ln."d i Alberia last wear s
A !’!.II'I1|'IiI'|E 155 (06D bamels rer 1!:1].'.
And to our south, Venemaela's Onnocs
el 1.""":'-!"' SO Oa0d bl |.|:'|:|g..

But here’s the catch: By simply open-
g up 1% -_~51:||51_'-I:»: for o f=vwe Yiemrs, Candy
Arabia could, n shor onder, Torce a
complete wrte-off’ of the huge capital



investmends m Adhabasca and Cnnoco
liwvestings ilhons o Er-singd  neEliner-
[ |'_-\.|\.:. ]! f'-_-.,'.'.l-l_' il [R50 ol
al Alhera is .\,'-\.|'|.\,'|_|..||:-\. dilhcult or ex-
At et R T S LS |.:_' wl out o
‘wrabin is 50 casy and cheap. Oil poces
gyrate and occasionally spike - bath up
amd dovwn -es bocouse ol 1 scoree. but

ausc 10 20 abundant in places when
Irevest-

ing 53 billion dollars over five years i

good  governimenl 15 SCance

wiild @ new tar-sand refinery in Albenn

i5 imdeed risky when a second cousin of

Crsamia bin Laclen con knasck 520 ofT he
wice of ol with an idle wave of his hand
o iy given doy in Bivadh
[he one consalyaon s thal Arsban
[ees o guancdary ol aix own. Unee the
allshore platloom has been deployvedd
in the Morth 3en, once the humongos
crock pol s up and eeeking m Alberta
i sunk, The or .:'II'..|| e LS T
WREY NCYEr foCove e iy A E
& I ||,|'~| |'\l.'q, T wTiiien ol =g hescl v cibri
LU ::-\.,' |.L| I|.|.| ;":Il_'q.ll_ll o ] vy :'\l:.llll.lllf'.
urkme foms il Al ¢ ||'|'|.|| cosls are o
ng ko lhq_'q_'l'l wilime. becnnse the cost ol o

Hig= 1] .;..."II!.\_I ' .|.,'|'|.L I|_|'- IR ol oz

I TR |
usdl iechnoboey cosis alwavs Bl Bocie-
i
T, laor q."‘\.ll'l'l"'q__ FHIYE § |'..;;|-!l\. e T
[ a1 ||||II RIS I_'.I'\'.\.'q_'l.\.l_l ik .\,|...\,'L TEANY
'
il mokecules io "-_'!l'\ll l=nin L ml '\-;'\-:.lﬂ-
|
aiw] GV PG EYw-mrE e GO DHIEs
1il 1
[kl |.| L = il i % CRINPRInE 4aie] 10
winzee wihsere Use Alsertin oil is stoned
e plse slssil deEim @iyl reninms
I'.'\--\.-\.:"\-I.L Ievciind For asil erows clily

i ki

it s Haally lakinge mool, while i

|I|:I||_ i I..\."q_' _'lIIIlI LT

ol the wrh's nwsl aoces=able ol lies
1 .Il\.ll\. | | 'II\.I Lk I=II'E|I\.'|| L |:\.'l'. II Ill\.‘l'l\. =
cicics, Bleppocnms, ol Bt ey
by el qust oasoil shwsalel, the market

i
illicanigls Wy pisaayEEEiLe D= 1asek il

ihetscil wenliies into e spal prsce ol

cruche P Goe soppriese il iiose pces
Firesbuwlony e exhimedssn of ihe plonsel
sl s selly

"
The ot a8l estrmctinne ol Demn e

carth has e gone up over 1he  past

century, il hiag held remarkably sicady

Cigang forwand, over the longer e, il
may rise very gradually, b conainly not
fast, The eanth is far bigger than people
think, the untapped deposits are luige
and the technologies tor separaimsg ol
from planct keep pettmg better, LS, mal
podicy shaadd be 10 promnote new camtal
rvestrmrent m the Unated Snees, Uanadn
arsl oihes oil-producing  counincs Eheit
are |'\I-\.'\-|'| .“|!|:\. siable, wnd |'\II|I|'I|II.' skahlg

THCITITCL 1IN 1i'|.|--.,' Hiait .|I|_'|I'I

To pick just one example
among many, finding costs
are essentially zero for the
1.5 trillion barrels of oil
that soak the clay in the
{rinoco basin in Veneroela,
and the Athabasca tar
sands in Alberta, Canada.
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gconomic warfor Africa s loyalties

¥ targeting Afnca’s ml sec-

1o, China has now entered

lermtory  that has  imadi-

tionally been the hanting
growmad of the Western ol magors. 15 an
economic clash between Chana and the
US over Afnca’s resources. inevitable?
il Ford reports,

Much has been wntien about the im-
pact of the Chinese cconomic boom
on global ol supplics. Although China
consumes far less oil per head of popu-
lstson than the cirzens of the LIS, forcx-
amgle, Chanese domestic oithclds have
been unable to keep up with rocketing
demand for refined petroleumn products,
The country kas gone from being a nel
exporier a5 recently as the carly 19905
inte a nation that must impont 3m bar-
rels a day (bid), thereby helping 1o dnive
the oil price above 570 a bamel,

Yt far kess coverage has been given 1o
the effect that this has had on Beijing's re-
lations with the ol producing regins of
the world, mchadang sub-Salaran Afrca.

The oil industry in sub-Saharan Af-
rica has traditionally been dominated

by the mapors, State-owned Adrican
companics have held equity on many
concessions, but this has larpely been
at the nsistence of host govemaments
rither than because of their technical
expertize of Anancial imput,

Al the same time, foreign independent
ol firms have plaved an impontan role
N opening up new areas for exphration
and in developing marginal fickds, but
the lion’s share of mvestment has been
provided by the Western majors,

The current situation, however, could
be changed by the mcreasing involyve-
ment of Astan o1l companics in Africa,
Petronas of Malaysin, OMNGC Videsh of
Intia amd particularly the Chincse firms
have begun to increase their Afnican in-
terests. This is partly a function of the
growing cconomic strength and condi-
dence of the larger Asian cconomics but
iti% also a result of their thirst for cnenzy
resources amd security considerations.
China was largely sclf-sufficient in en-
ergy supplics until relatively recently:
apart from s own oiliickls, it was able
to provide almost all of its power secior

@ OFFSHORE ...
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fredsiock out of domestic coal reserves
and, to'a lesser exient, gas fickls.

While coal will remain an iniportant
clement in the Chinese gencration mix,
demand for ebectricity increased by a
massive 15% kst year and sohe power
sector 5 being expamded on a huge scake.
As a result, gas supphes will become a
far more important spurce of energy,
Fipelines from Russia are Ikely to sup-
ply some of the gas, while o Iguetied
natural gas (LNG) ferminals are bemg
constructed on the south coast fo impoen
Indonesian and Austrabian LNG.

Yet Beijing 15 keen for Chinese state-
owned companies to take control, or &t
least large stakes, in gas as well as ol
fields overseas in order to improve en-
ergy securily, particulorly as domestic
oil prouction is ingreasing by just 2%
4 year,

Frenetic pace of activity

Sub-Suharan Africa is one of the fast-
est growing oil and gas arenas in the
world and 50 has proved an ideal tanget
for China Mational Offshore o1l Corpo-
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ration (CNOOC) and the other Chinese
oal companies. It was CNOOC's pur-
chase of a stake in Migeria’s OML 130
block tor 32, 3bn that really put Chincse
investment on the map but even more
substantial nvestment could be fonh-
COMMINE.

From the African point of view this is
a welcome development. More ol com-
panics are now chasing an ever smaller
poi of available exploration acreage.
This: should boost sigmng-on kees and
enable Afnican govemments 1o puash for
more veurable ferms of mvestiment.

Al a time of 570 a bamel ol prices
and littke sign of & major collapse in the
market, the ‘eniry of Chinese and other
Asian firms into the Afncan ol industry
conild also encourage the development
of more marginal oilfields.

Before the South Atlamtic Petroleum
deal, Chigcse overseds  investments
were concentrated in countries that had
chifficub relations with the U5, notably
Iran and Sudan, However, the move into
Migena could not only increase comipe-
tbion Between ol companics bat also
between rival economic powers.

The US has long sought o reduce its
dependence on Middle Eastern ol and
Afrscan oil figlds have been viewed a5
ideal sources of supply because of the
unconsirsned noture of the sea lanes
between the Gulf of Guinea and the LS
castem seaboard.

Anthony Lake, the co=chair of the US
Council on Foreign Relatsons, reported:
“By 2010, Africa could be providing the
Limited States with as many ol imports
as the Middle East . it is imcreasingly
in LIS interests 10 locate new oil sources
outside the Middle East™

It has widely been reported that Wash-
ingien 15 secking to boost the share of
its oil impeorts supplied by sub-Saharan
Africa from 15% at present 10 25% by
20 5. Howewer, Beijing noyw appears to
be pursuimg & similar policy and 23%6 of
Chinese oal imports already oome from
Afmcan countrics, ancleding  Angoli,
Congo-Brayvkaville amd Sudan.

il can be bought on the open market
or through bilmeral deals with African

stale oil companies, 20 China will un-
doubiedly continue to purchase much of
its requirements by these means, How-
ever, the control of oilfields by Chiness
companies that are either fully or panly
state-owned would provide even maoee
StraleEic insurance.

Competition between China and the
L% for influcnce in Afnica and for Af-
rican ol supplies could inlensify over
the mext few vears. US ol finms have 3
bongrer track record in Africa, have maoe
technical expentise and greaser financial
clout, ye1 most African states, including
the ail producers, are desperate for in-
frastructural investmient and Beijing is
prepared 1o offer such a comimitment in
conjunction with ol deals.

For example, during his visit to An-
gola lxst vear, China's Vice-Presidem
Zeng Peivang signed @ nuamber of up-
stream and downstream ol agreements
that will give Chinese firn Sinopec a

fosthild in the country,

However, he also otiered intercst
free loans and $400m in invesiment
from China's ZTE Corporation in the
ielecoms sector. It could be difficult
for private oil companies 0 compete
when such agreements appear to be
bundled together. Then, i May this
vear, the Chinese povernment agrecd
io lend Nigena S1bn 1o help rehabali-
tabe ifs rallway imfrastruciure and buy
new relling stock.

It will be inkcresting to see how the
different approaches of the YWeshemn and
Chincse companics play owut. Unhke
during the Cokld War, when Afnica was
thi batikcground and the scene of a great
deal of devastation. the continent coubd
sz the winmer this timse around.

If the Chincse govermment and com-
panics ane prepared o invest in projects
that others ane loath o wouch, then Africa

s uitoond 0 A i WUy .mﬂmi .’

will at beast benehi from additional in-
frastructure, At the same lime, increased
competition should make African il
ond gas even more valuable. An eco-
nomic war for Africa’s loyakiies could
help to balance out some of the hamm
done by the malitary Cold War

Large scale Chinese mvestment in the
Ajfmican ail industry has long been moot-
o bait it was only with January’s deal in
Mipgcna that this appearcd (o become re-
ality. China National Offshone oil Cor-
poration (CHOOC) bought a 45% stake
in the OML 130 concession from South
Atkantic Petroleum for 52 3ba.

The block contains the established
Akpo field, including around S00m bar-
rels of condensate and 2.5 inllion cubic
feet (1) of gas, while Ferther discover-
15 on the block’s substantial deepwater
sereapre stem likely, The remaining eq-
ity in the concession 15 held by Total
(24%6), Petroleo Brasikeiro (16%) and
the MNP (15%).

The chaimman and chief executive of
CHNOOC, Fu Chengyvu, said that the pur-
chase would give his company pocess s
“an oil amd gas Hield of ege mterest and
upside podential, locoted in one of the
world's largest oil and gas hasins™.

Chinese  Mational Petroleum  Com-
pany (CNPC) owns a 0% stake i the
Cireater Mile Petrobeum Operating Come-
pany (GNPOC) in Sudan Alongside
Petromas | 3056), OMNGE Videsh (25%)
and Sudapet (3%), GNPOC operates the
Heglig and Unity fichds in the Muglad
Biain, arownd Tm southwest of Khar-
toum, from whene ol 15 piped 1o the Red
Sea oil wenmanal of Suakln for expont o
China and elsewhere.

Sudan i5 already the third biggest ol
producer in sub-Saharan Africa, behind
Migena and Angola, and the Sudanese
government predicts that output could
reach 750,000 bid by 2008, s0 CNPC is
hkely 10 imcreise its anvestiment in the
country, Elsewlhere, Sinopec was awand-
ed o deal 10 develop Angola’s offshore
Block 3, while the Chinese govermanent
haas agread 10 participate in the consini-
ton of the proposed 200,000 b'd Lobito
ol refinery.,
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Fade to black:
IS this the end
of 0il?

For generations, we've taken it for granted. But as prices

sonr and reservies dwindle, the fime is Fast up pri,mrhinu. wlhien
mankind will have to live withoat ail. Are we n"l.l'l,!:ln to conlrant
some really inconvenient truths? Michael Savage

reparts from the Morth hea

berdeen helipont 1= heav-

mig. Dozens of ng men are

waiting t0 board helicop-

ers and begin a two-week
stink in the middle of the Nonh Sea. It
appears that busincss out on the ngs,
known simply as "he job" in these parts,
is booming. Evennwally, it's our tum o
board a cramped chopper, shoulder o
showlder with the solidly buill workers
who sit h'i|¢|l|i_'.-'. |'r:13,-1;11:ir.|5 I!he.:nﬂ-l.:]'.-ﬁ up
fora ﬁ1r|.11.1|:=_|:|l hI,:I.ITIJI:I.II.I;Iq.'([I}}' cold, erash-
1|‘|5 WHVEs,

Two hours later, we land at a nusting
ng named Alvam, 4490 kalometres off the
coast of Aberdeen. Ollie Bradshaw, the
ng's burly production supervisor, meets
the new armvals.

“"What's [ife ke offshore? Busy. Very
busy,” he says. He's not joking As we
traipse around the rig's owo platfomes,
perched 20 fect above the (thankfully)
calm waters of the North Sea, we navigate
betoveen the pumerous piles of scaffold.
ing. timiber and new equipment that take
ups alirost every st soquene ineh of spoce.
The oa-boasd |!r|'b-|'u.||:1|!il:'|11 has selben to
250 people kstely, In some cases, (hree
men are having o share a moom, wiale




new digs are built mext 1o the ngh busy
helipad, where several flights band and ke
off each day, delivering a conveyer bely of
fresh workers — froem painters and decos-
tors b0 eira scaffolders and, of course, the
rmien whose expertise lies in hanvestimg fos-
sil fueks from beneagh the sea bed

Even in the commion msm, no one 15
standing idle — not around the television,
o the snooker wble, The on-board gym
is emply, In the canteen, a few men grab
bacon rolls before heading off o start their
4pm =hifi. Those on an carlier shift have
Just huad thewr hunch - thene's been a nan on
lemon tari. Yet the hivie of activity that Al-
wiym has become of labe i mot down b all
the ol it is producing. Far from i

"Mlen started out as an oil well and
platfomn more than two decades xgo,

As ofl production has fallen, it |ms
been adapted and changed,” says Brad-
shaw, a man who seems devoled 10 his
lifie here an the maddle of nowlere, The
rig's expanding icam is having 1o work
harder than ever to keep it going. A vast
network of lII'IdQI'ET'IJI,ﬂ'h;E pipss has
linked it to new pockets of oil and
gas — some of the neighbounng
platforms seem like they are pust
touching distance away.

Mew 1echniques have been
used to boost the quality of the
last dregs of ol coming out of
the ground, Empty reservolrs are
being drained of natural gas.

Moy, o munpor discovery of s field
of naturnl gas has meand that, after
21 years of work, Alwyn's creaking
infrustnscture 15 being given a facelifi
10 keep poing For another 20 vears, But it
will also mean its conversion froi the ol
platform it once was will be complete.

The end of Alwyn's oil well days is 4
familiar story in the North Sea. The rig
mien may be working as hard as ever, g
UK oil production has been falling rapid-
by ever smee 1999, In the past, thar hasn't
been such a problem — other producers
around the world have always been able
te produce more of the black stuffio keep
the wheals of world industey Jubricatsd,
But sccordimg to some, that may be abogt
1o change. Oil prices are so high - 5137 a

basmel ~ and predicted by Alexey Miller,
hesd of Gazprom, the Russian state en-
erEgy giand, bo mse as high as 250 a bar-
rel = thal social tensions have begun 1o
emerge, while the world's leaders have
been goimg cap in hand o ol produc-
ers, asking them to squee?e a few mone
barrels out of their wells, Amd as prices
have kept on breaking records, an ever-
growing worry booms in the background,
the elephant in the room of the oil price
rise: what ifthey can't produce any more?
What if, this timse, the oil taps really are
running

Worryingly, for a world reliant on
the dirt-cheap energy that oil provided
throneghout the [ast century, the idea that
ofl production m all nations may soon
start to decline just as i the North Sea
has been seeping into the mainstream.
The "peak oil" theory — that oil produc-

straior Abirges Moaradi

tion has reached its masimum and will
soon begin 115 decline, bringing poten-
tially catastrophic conssquences to the
mbern workd = no longer just comes
from intemet crackpots and conspiracy
theorists; now poclogisis, market ana-
bysts and oil prospeciors believe that this
sotnanio is beooming reality. And within
tihee past year, there have been signs that
the major oil companics are admitting
this themselves. IF they are nght, high
petroel prices could be the beast of the
wiorld's problems,

The wea is simpbe cnough, Those
waming against an imminent peak oil
crisis — the "peakists” = sy that while the
workd wall not wtally mun out of oul, all
of the oil that &s easy to neach has been
all bt used up, meaning that producimg
enough odl 10 meet the growing world
dermand 15 becoming an ever harder task,

Worse, we now stand at the high water
mark of o1l production. That means that
o only will we never be able to produce
muich mone ool than the 87 million haerels

# day we now consume, bat world oil
production will actually Begin to fall

vETY S0, causing not oaly ever

higher prices, but also creating
the prospect of shortages, incdus-
rial upheaval, bartles over ever-
depleting resources, and even an
end 10 the modern world built
upon the assumption of & plenti-

fisl supply of cheap il

"A lotof people keepialking about
‘this peak oil theory” - but there's

nothing theoretical about it It's just a
very obwviows fact of nature,” says Colin
Camphbell, a geologist who searched for
oil on behalf of several oil companses,
and is the high priess of the peakises. “0il
is formed in the geological past That
means it's a finite resource. That means
production begms and ends, and passes
a peak in between, So the fact that there
is a peak s bevond dispute. We've had
the first half of the age of oil, which has
changed the word in every conceivable
way. We pow fice a decline”

Carripbell i in no doubt that the world's
oil production is as high as it is ever go-
g 10 get, “The result of the latest updaie
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Aworld withour =85
plentifl ofl, as-
described by the
peakists, keoks
very different (B S
from fimday s :
The peakists o
arcin ne doot
about the aspect of
madern living that wanld
hevie to change

I made using mehuastry dats wes ihat the
regular, conventional oil peaked i 2005
and if vou put all the other types in — the
heavy oils, the s higquids, the Anctic oil,
ihe decp water progects-1 have it this year,”
he says, in a softly spoken, matier-of-Ect
tone. "That's med cast i stone, It coukd slip
a yearor two. Bul I'm absolutely confident
that it's in the right amea.”

Whereas Campbell's fears ooce brand-
ed him a wacky radical, as the years have
gone by he has been joined by a grow-
ing band of indusiry experis who have
reached a similarly grim conclusion. One
of those was an American investiment
bairkier examining "Aow rates” - the speed
al which il was heing taken ont of the
ground, Afler being asked to advise Don-
alil Rumsfeld and Georpe Bush on ensngy
policy during the 2000 election campaign,
Matthew Simmons found that more and
mone odl fields had begun to decline. That
wis because, though new lechnology was
helping to extract odl faster than ever be-
fore, it was also causing the fields 1o run
dry more quickly, 100, "All of 8 sudden
there were fields that were declining by
o= much as 30 per cent per year,” he says.
"But [ dudn't call it ‘peak oil’ - | didn't even
know what that was back then.”

Simmons cume across peak ol in 2002,
whin he attendad the first mecting of a
new group founded by Colin Campbell.
Oaly around 45 people showed up to the
first meeting of the Association for the
Study of Peak Ol (Agpo], but since then,
its findings have convinced a ot msoce
poople around the world. Aspo now has

branches in 36 coun-
the latest wanting
to found one. And
SOME Semius e
Tyats have abso made
the mental jourey
e from  dissenters to
peak-oil prophets,
"I've been on that
journey,” savs Chrs
Skrebowski, who spent half his career i
the ofl indusiry and now edits the UK oil
industry’s publication of recond, Petro-
bewrn Review, He admils to having been
casmisanne of the idea that the words
wells were running dry. It was a visit from
Ciampbell bi 1996 that made him change
has mind. "I didn't quite believe him, but
[ dadn't thank he was the average nuiter,”
he says. Skrebowski began to take & hook
at the issee himsell. The numbers told a
chear story. "You can just shout struggle
through 1o 2011, if everything goes o
plan - which, of course, it won't — but
after that, the numbers don't add wp. And
that's taking a reasonably conservative
rate of decline, IF you wind fLup toa 3 or
6 per cent annual declme, then vou are at
this peak or plabenu now.”

O man whe believes that could be
the real rate of decline is the archetypal
LS oilman, T Boone Pickens, otheraise
known as the "Omcle of Oil". Having
made a forfune in the oil industry, Prek-
ens mow invests heavily m the oil aliema-
tives T belicves will be necessary to fill
fhse gap left by falling oil production.

From the window of helicopter, fly-
ing above the uninviting waves of the
Morth Sea, it seems hard 1o believe tha
the woeld could really be running low on
gasy oil. Dozens of rigs pepper the vast
expanse of water, their buming flares
making them ook like Aoating candles.
Spiralling wisps of smoke fill the North
Sea sky — a reminder that there is still oil
chuming around. Despite the pedipree of
the peakists, if's hard not to think we've
heard it all before, that it's just the usual
doomsayers predicting that the oilfields
il ruan out, and that moee will be found

:"“5“““‘ i TH 8 e g

soserwhere. But for the peakisis, the Morth
Sea is a greal case study. 1is rapid decline
has come despite all the advaniages the
madern world could throw at it

*The Morth Sea has the benefit of all
the mvestrient anybody coubd nesd,”
says Carnpbell, "Its got the most modem
techmology, and it's gol a palitical envi-
romment that's stable. There's no reason
why i would be producing less ofl than
15 posable, vet it has been declining ot a
rale of 7 per cenl & year™ Perhaps even
more worryingly, 1he kst vear s seen
major oil companies begin to make moe
noises about polential problems ahesd,
Foremost amoeng them has been bead of
ihe French oal company Tegal, Chrestophe
die Mamgenie, who has declared that world
production will never excaed 100 billion
barels a day, & level of demand expected
in Jess than a decade. “The il companies
are changing their une,” says Camphbell,
"They can't quite say ‘peak’ Inoso many
wiords, They don't want to rock the boat.”

Rack on dry land, in & seafood resta-
raft m Aberdeen, a senior oll coecutive
talks freely about a fisture. "We can try to
slow tlee decline, bat we will mever stop t,”
b sys casually, over a plate of seallops.
" Al wie can do i get as much oil out of the
pround = pessible”™ Meanwhile, Colin
Camphell is flinting with official approval.
He i already advising a Norwegian il
firm, and has recenitly been imvited to give
inforrmal presentations (o executives from
pwinr af the workfs brggest oil companies.
A chear momentum has been bult up
prowind peik ol fisers, For Simemons, it is
the peak ol deniers that ane now the ones
sounding shrll, "1 daily read these dhnll
sounding experts who sull beleve that oil
should be ot 540 a barel,” he ss, "I
just unbelievable. [rs still cheap.”

Mot everyone 15 convinged by the peak
ol theory, though. The Independent ne-
poried that, according to Richand Pike, o
formeer oil mdustry man, now chiel” ex-
eoutive of the Royal Society of Chemis-
try, there is more than twice as rmsch ol
im the ground than producers clam. But
the most modablke peak oil refusmk s the
International Encrgy Agency (IEA), the



oil supply watchdog set up by the worlds
richest nations. It has said that not only
is the world mot numing o of oil, e
that production will contimes to match
the 135 millbon barrels a day that is fone-
casl 1o be needed by 2050, [t says that
while conventional sources of oil may
only provide around 92 million bamels a
day of that, investment in Saudi Arabia’s
ficlds and the growth of new sources off
oil will provide ihe rest.

Tor the peakists, these standard oil in-
dusiry miposies are sianing o wear a
little thin, amd have been damaged by
the crashing and burmng of some grea
white hopes, Mot a single barre] of conm-
miercinlly viable shale odl, made from
oil-rich sedimentary rock, has yel been
produced. Onl made from tar sands found
in porthern Canada ks ear the top of the
list of innovative sources. of o, bul even
the oil companies themsehves admdt that
the amount of enengy currenily needed to
proxhuce a single bamel of it makes it very
imefficient. And while dnlling into ever-
decper waters might keep world produc-
tiof om its cumrent plateaw, the peakists
sy the dayvs of "casy odl™ arc over,

As for the comforting idea that Saudi
Avrabia could simply tum up its taps and
prochuce far more oil if it felt like it - the
preferred beliel of President Bush and
Gondon Brown — the peakists have some
pretty big problems with that, oo, "The
ome thing that made peak oil a bogus is-
sue was the supposedly proven fact that
in the Middle East, we had 200 years of
oil suppdy,” says Simmons, "Because off
that, we abviously coubidn't have peaked.
I'd just assumied it hasd 1o be tre. Then |
started doing my research.” After poring
onver e tham 200 technical papers, he
made the grm conclusion that, just like
elsewhere, production in Saudi Arbia
wiis either at or very near its peak,

And even the conservative estimates
of the TEA have not been unaffected by
the spectre of peak ol 1t has decided
tor review how it sources its data on oil
reserves, which is widely expecied o
fead to o lowenng of is predictions of
future oil supplics when it publishes is

overview of the industry in November. If
it, 100, reveals that the dave of free Aow-
g oil could be over, the halls of power
miight begin 1o take notice.

Mone of this will make any difference
to lifie on the Alwyn g in the near future.,
For the next 20 vears, it will be produc-
ing natural gas, and making low-grade oil
from spme of it "Well be here until cv-
ery bast drop of odl &5 owl of the ground,”
Oilie Bradshaw reassures me.

But unlike Alwyn, more rigs will be
decommissioned than refurbished if the
peak oil theorsis tum oul to be rght
~ and they wam that the effects on the
world could be dramatic.

A wordd without plemiful o, as de-
scribed by the peakists, looks very differ-
ent from today’s. The peakists are in no

Campbell, a wholesale change in the
western lifstyle wall be neaded a binle
further down the road. "Cities will foce
massive challenges,” he says. "By the end
of the century, when there really 't very
much oil left, the world will be a very dif-
ferent ome — mwach mone moral, probably
with fewer people. It's a son of dooms-
day messape, bul in some ways, it's just o
change from the modern mindsef. Thene
are people in the world who live a simple
life like that and are wery happy.” Bul
thar’s nathing compared with what could
happen if we attiempl 1o carry on regard-
less with ever-growing oil consumption.

"Il we don't make changes, we're go-
ing o have a resource war and blow our-
selves up,” says Simmons, =1 think that
would be a really imconvement way o

Fromn the window of helicopter, thyang alyove the aninviting

waves ol the Morth Sea, i seemis harod i beliese that the

wikrrld coubd really be running lw' goeasy ol Dveens ol rigs

pepper the vast eapange ol waler, their burning Hares
making them look like Hoating chmdies

dioubt about the aspect of modem living
that woubd have to change. With trans-
port soaking up the vast majorty of the
wiolils ol they maimain that our addsc-
tion 10 e car will have o go, According
to Chris Skrebowski, large-scale electri-
fieation will be weeded in all vehicles,
perhaps with pylons placed dovwn miotor
ways 1o provide power, Dicsel-powered
public transport needs o be replaced
with electnic trans, trams, and wolley
buses, That would create breathing space
to make mone profound seciet] changes,
such o o growth of working from home,
Mutthew Simmons also sees the current
ghobal economy soon becoming unsus-
toinable. *Local farms are now coming
back.” he says. “We have all the technol-
oy m place o do thoe,”

That's just for starters. Accondmg to

end the woeld."

So will the end of the oil age herald in
a new dark age? Are we doomed 10 go
back to sheltering in musd hus and living
off a dict of wmips and water? Not nec-
essarily, Thankfully, other peakists are
optimistic that we can cope with a world
without such vast quantitics of cheap il
= il we act pow, "Humanily s very in-
geneous,” says Skrebowski, "Ban at the
monend, 1t doesn'l yel o o crisis.

Wie're just acting like a spoih child who
has hasd its lollipop tken away, Al sxme
paint, some politician has got 1o come out
anel stabe clearly that the world is going 1o
be dBifferent. it's nod the end of the workd,
but we'ne oll going o have to change the
winy we oo things, And the sooner we get
on with it, the betier. The anticipation is
probably worse than the realigy.”
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Analysis

he GasGun became com-

mercial in July 1998 We

have conducted over 2000

stimulations to date through-
out the U5, Canada, and Euwrope. In
2004, we introduced our third generation
CrasCiun device that sobvedd the problems
of carlier designs, and the mdustry has
respomded with a phenomenal mcrease in
demand for this innovative and economi-
cal stimmulation method

How does your technology dafferents-
ate itsel from other similar devices?

The GasCiun is several bmes more
powerful than other slimulation tools us-
ing solid propellant, The GasGun = also
significandly mwore effective m produecimng
fracturcs since it is the ondy device avail-
able that uses multi-perforabed grains thad
are progressively buming. This means
that the rae at which the propeilant bums
increases with time, producing gas faster
s the material is consumed.

Progressive burnimng is much more ef-
fective in driving fracturcs deep imto the
formition by advancing the fractures laie
in the process when crack volumes are

the greasest. Indepemndent ressarch bears
this out. In a study conducted by Sandia
Mational Laboratones, o mult-perforated
propellant was 300 times mone effective
o enhancing  formation  permeatality
than & standard soled propeliant o a di-
rect sade-by-side comparison.

Three of our customens kave made di-
rect companisons for themselves, ying
the GasCrun and a competing product in
neighboring wells. In cach case the Gas-
Ciun was determined io be more effective
el bess expensive. All theee have said
they expect 10 use the GasGun exclusive-
Iy im the Future,

Flease 12l our readers abmi the type
of results that ane typical with the Gas-
Cun? What type of formations it works
it Repors from our customers oulicate
production  improvemients in approxi-
mately 505 of the wells trented. Typical
increases range from o o five Gmes
the onigmal production with a few being
a great deal larger than that, These resulis
mvolve a wide vaniety of lithologies in-
cluding sandstons, limestone, dolomile,
chert, shale, and Coal. Put simply, the

@ OFFSHORE..............

Ciasnan fractwres mock - of any ype. 1T
the Farmeeison i -|.|1,|.-:\li.-:u:'| kas Ol or gas
present at sufficeemnl [ressure amd there
15 some impeiment to the flow of these
flusds 10 the wellbore, then a GasGun
stimulation may be mdwated, The im-
pediment could be cither low matnx per-
meabilily or formation damage of some
kind. But, regardless of the rock tvpe, the
Gastiun wall crepte mulhple facheres
anal improve the abality of the fommation
o meove fuids through it

Are there areas or conditions whene
ithe mum doesn’t work a5 Well? We have
ireated some wells where thene was no
improvemient im producton.  We per-
formed somie careful analyscs on some
of these wells back when we had our
governenent grant 1o determnime the cause
for lack of improvement, In every case il
was determaned that the well already had
adequate permeshility and lititke o no
skan (e near wellbore damage), These
wells were simply depleted neservoirs,
ard no Emount of stinnelatuon woubd -
prove prishuciion,

Many opemtors are conoerned aborl
“Hiting the Ocean”, would you mind
explaining how vour technology over-
comes the dissdvamtnges of the typical
frac job? That is on excellent question.
In fact, the ability to stimulate foemations
with o close water contact 15 one of the
biggest advantages of a GasGun stime-
lation over a typical fmc job. Based on
research conductad by Sandia Mational
Laboratenes, CasGun frctures are ex-
pected to grow radially from 19 10 50
feet out inte the formation, but no mone
than 2 to 5 foet ohove or below the zone
treated. CasCun stimulations are not ke
hydraulic fractunng which s conducted
50 showly that the treatment has tme 1o
fund the path of leass resistence. The time
of pressurization fior the GasOum s only
tems of milliseconds and the pressures
reached overpower the carth's inlemal
stresses, This forces the fracturing o be
confired 1o within a few foet vertically of
the zome in question, The best field cvi-
dence supporting this claim comes from
the many Cas(iun ireaiments we have



perforrmsed in the Arbuckle dolomite in
Eansas These wells are known (o have
chose water contact and frequently wa-
per ol when even a mild aced job is at-
templed, Many operalons now routing.
Iy frac the formation with the GasGun
and fodlow with an acid job that goes in
() VAU,

I neticed vou have done a remendous
amount of completons in the Arbuckle
fmmation, any reasan? See above,

I also read one of your opemtors has a
prociss of using the gun and acidumg om-
micdiately. please clabomie? In carbonate
reserviolrs, i can be very advantageous o
creabe a confined fracture systerm with the
CiasCian preos to using acid. The fracture
network helps the acid o do its job and 1o
stay in the formation of inberest.

What are the costs? Turmareund Eme?
The Cias(iun is a very cconpmical alter-
pative o other stimulation metwods. We
akso pride vurselves in tusmanound tioe, In
onder to provide a quick response 10 well
operalons, we have armangements with
ten wareline companics in the U5, and
Canada that have and mventory of tools
available on shor notice, We have also
destgned the 1ol itself o be very easy o
fiekl, A pypical job will only take and hour
or two o complete, and the well can be
it back on prosuction immesdnely,

Do you have ony new improvements
slated for fumme GasGuns? Do vou de-
vole mch of your tme o0 R & DF We
are always lookmg for improvements, In
fact, i was the imtresduction of our third
generation tool design two years ago that
fimally solved preveous design probdems
and gave uws wide industry occeplance.
Wi curmently ofter onky one boeod disaneicr
{3 3/E™) that is used v any Casing 4.5
and lorger. But we expect to be introduc-
mg a 4" diameter GasGun to the market
soon. We have also begun design work
on smaller diamcters thal can be wsed
in slimhole completions. We have also
worked out the details and acguired ihe
necessary equipment to offer a wbing-
conveyed GasCGun stimulbation. This wall
be especially uscful in hornizontal wells.

Can the gun be wsed in horizontal well-

boees? See above,

Is the bulk of the swocess frosm the
Ceaaslinn from removing near wellborne
damage? Most of the wells we treat are
marginal strpper wells thar have very
lile data on wellbore and Reservoir
conditions, Az a result, it is difficult 1o
know for certain the primany resson for
our success. However, what mfoamation
we do have stronghy sugpests that near
wellbore damage 15 the bigpest couse of
limited production m the wells we treat.

My company will be mplementing
the GasCnm on 5-7 wells m the Knox
formation of Kentucky, any advice for
our firsg treatmemt? Since the Knox for-
mation is a dobomite, you might want io
consider & GasGun freatment  followed
with a small acid job. Howeves, with 5-7
wiells to ircat, it may be wonh puiting
the well on test after the GasCun treat-
el alome pd 1then test again after the
acid pob. That way vou can detennine
if the acid reatmem is really provading
adeguabe additional benefit 10 be worth
the mvestment in the succesding welk
Lt vour bogs guide your selection of the
interval 1o be treated, and performte the
wone adequately with 6 shots per foot
with o large emiry hole. Match the sze of
the GastGun sool requested 1o the size of
the perforuted mterval. 1 would also swg-
st being careful on selecting the height
of the flud cohmmn used over the tool.
The Gas(iun needs o mumimum of a 300
food fluad column, amd we tend 1o recom-
mend 1000 feet or greater 1f possible,
However, some operators o on the side
of oo much fluid, which may make the
treatment overbalanced. As a result you
may have excessive fluid eniry after the
Cras(iun is shot, and the well may take a
Tomg tirme to chean itselFup.

Thanks, and we appreciate your fme
& experiise! | appreciate the oppomanity
io provide this information. The more
ihe oal asd gas industry knows about this
cuciting stimubation method, ibe guicker
we can increase the flow of oil amd gas
from many old tired wells and o solve
difficult stmulation problems | new
wiells. Thank you




| elow youl will fimd indomme-
| tion on waste discharges, in-
clihing descharges of dmlling
muds and cuthings, produced

— waters and atmasphenic emissions dur-
a s E l s “ a r E s ing the offshore 0l and gas activities.
Click on the links at the end of this

pape to find more information about

=
Environmental Empact of the Offshore
“rln E n s nra il and Gas Indusiry

Sowrces, types, and volumes of wasie
- - - discharges

Practically all stages and operations of

nl a" uas a u IVI v offshore  bydrocarbon production are

accompanied by undesirable dischang-

s of liquid, solid, and gaseous wastes

The proportions and amounts of dis-

charged wastes can change consider-

ably dunng production. For example, the

amount of solid drlling cuttings usually

Wiemboers of the south Korean
Army shovel up the oil from

a bepch covered with o slick
from the Hong Konp=registered
lnnker Hebei '-i|'|i| wil Shincuri
beach in Tacan, about 170

Ems (DG miles) sowthwest of
Seoul, 10 December 2007, The
tanker collided 07 Decembeer
with a barge off South Korea's
wiest coast and more than
10,000 tons of oil has leaked
into the sea. South Korea's

worst ofl spill began washing
anbo beaches, coating the

southwestern shoreline dotted
with beauntiful beaches
and rich sea farms.
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decrenses as the well gets deeper and the
hiole diameter becomes comespondingly
smaller. The volumes of produced waters
incresse a8 the hydrocarbon resounces
are being depleted and production moves
from the first stages towand its comple-
tion. Drilling in the upper lavers of bot-
fom sedimnents (up Lo approximately 100
m} con be done withou usmg conplex
drilling Auads,

In such cases, seawater with addi-
tives of special clay suspensions can be
used instensd,

The discharges of produced waters con-
siderably dominate over other wasies,

Prodsced waters inchsde fommation
waler, brine, mjection waler, and other
cechnological walers. Formation water
and brine are extracted along with oil and
gas. Injection water is pumped ino the

injection wells m hundreds of thousands
of tons for maintining the pressure in
the system and pushing the hydrecarbons
toward the producing wells All of these
waters are usually polluted by oil, natu-
ral low-molecular-weight hydrocarbons,
inorganic salts, and technological chemi-
cals, These waters nesd o be cleaned
before they are discharged nto the sea.
Suich cleaning under manine coditions is
a complicated technical task, Special sep-
pration units on the platforms are used for
oil separation. Depending on its quality,
the produced water is either discharged
into the sex or injected imo the disposal
wiell, Sometimes the oil-water mixiures
are transported along the pipelines 1o on-
share separation units.,

Produced walers, inchuding mjochon
waters and sohutions of chemicals used

i intens fy hydrocashon extraction amd
the separation of the oil-water mixbures,
are one of the main sources of oil pallu-
tion in the areas of offshore ol and gas
production. It is significant that, as a by-
drocarbon reservoir i being depleted, the
ratio between the witer amd il fraction
in the cxtracted product increases, and
water becomes the prevailing phase. At
ihe same time, bath the volumes of dis-
charged waters and the difficulties of
ik treatmend increase

Inevitably, all kinds of drilling are as-
spciated with drilling wastes, meluding
drilling muods and cuttings. Dallmg cut-
tings are removed from drilling muds and
cleaned in special separators. The ammousril
af oil left on cultings afier cleaning i
much higher when using oil-based fluids,
Separated drilling muds and cleaning flu-
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iids wsesd o treat cutiings arc partially re-
mmed to the circulating system. Dinlling
cuttngs and the rest of the drlling muds
are cither dumped overboard or bmns-
ported o the shore for funber insstment
and disposal, depending on the situation
and ecological requirements. The first
vaniant is the moest usuad and is practiced
almest everywhere, while the second one
still rermaing an unrealized (or seldom re-
alized) ecological requirement.

Recently, o technology was developed
e remove the dnllimg wastes, especially
cuttings, by reinjecting their shumy into
a geological formation. This gives some
hope 10 achieving zero dischange of oil-
comtaining wistes durning offshore oil and
gas production. Some other measures
{#=uch as slim-hole dnlling) to reduce dis-
charges, particubarly in environmentally
sensitive [ocations, are being investigated
by the industry.

The envirennsental hazard of drilling
muds 15 conmected, in paticular, with
the presence of Iubricating materialy in
thewr compositbon. These lubnesting sub-
stances wsually have a hydrocarbon bage,
They are needed for effective drilling,
especially i case of slant holes or dnll-
mg throwgh solid rock. The lubrcanis pre
added mto the dnlling fluids enther from
the very beginning as a part of the onginal
formulations o in the process of dnilling

when the operatonal need emenpes. In
both cases, the discharges of spent drill-
ing muds and cutiings coated by these
muds contaim considerable amounts of
relatively stuble and toxic hydrocarbon
compounds and o wibe spectram of reany
other substinces.

Chae of the potentiall seunces of oil pollu-
e &5 produced sand extracted with ol

The amount of produced sand coated
by ol can vary a ot in different arcas
and even during production m the same
ared. In some cases, it constituies a coa-
siderable part of the extracted peoduct,
Most often, this sand is cleaned of the oil
and dumped overboard at the well e,
Spmmetimies, it is baked or caleified and
transpoeted to the shore,

The other discharges into the marnne
environment (deck  drxinage, semtary
and domestic wastes, and so on), do not
play casential rodes in the environamental
situation in the areas of oil and gas devel-
opments. They are reated and disposed
in accondames with the mnomms regulating
discharges from the ships,

Chemical composition of discharged
wasles

As noted eadier, the spectrum of chei-
cals entening the manne environment at
different stages of oil and gas production is
very wikke, They inchude many hunsdreds of
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individus] compounds and thetr combima-
tions. Broadly speaking, all can be divided
into two Jarge groups. The first group con-
sists of the exiracted ol and gos ydnocar-
bons, which the following chapters will
discuss in detail. The second group, which
this section will neview, unites the rest of
the natural and technological components
wsed] of different sechnological stages.

Drilling Auids and cuttings

Drlling wasies deserve special atten-
fain. The valume of drilling wastes usu-
ally ranges from 1,000 1o 3,000 m3 for
caich well

Such wells can munber inio dozens for
ane production platfoan and many buen-
dreds for a larpe field.

Dinlling cuttings separabed from dnll-
ing muds have a complex and extremely
changeable composition, This composi-
Lo depend:: o lhe bype of |'|_'|-|:.h_I dnll-
ing regime, formulation of the dnlling
fuid, technology 1o separmte and clean
cuttings, and other factors. However, in
all cases, drilling fisds (mods) play the
leading role in forming the composition
nfdrilﬁng cutings,

Mo precise, standard formulation ex-
ists for drilling fluids, Their compasition
depends on the needs of the panicular
silpations, These differ considerably in
different regions and may even radically
change during each dnlling process while
drlling rocks of very different strschire
(froam solud grandte formations to salt and
slate struta). AR present, two main types
of dnlling fluids are wsed in offhone
drlling. They are based either on crude
oil, oil products, and other mixtmes of
organic subsiances (dicsel, paraffin oils,
and so ond or on waler (freshaater or
seavwaber wilh bentonite, harile, and sther
compoanents added).

Drarmg the last 10 vears, the preference
15 given 0 using the bess-toxic water-
based drilling fusds. Howeves, m sime
cases, for example during dnlling of
devinted wells through hard rock, using
oil-based fluids 35 still inevitable, The ail-
based fluids, in contrast with the water-
based oncs, are wsually not discharged
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overboard affer a single apphcaton. In-
stend, they are regencrated and i ludied
mt the techrological circle agam.
Originally, the oil-based drilling nsds
i Iniclex] ahiesel fuel as their base compo-
nent due to is availability and low cost.
Howewver, starting in the 19805, espe-
cially after many couminics prohibited
the wse of digsel in drilling muds, he
oil companes staried o develop new
formulaiions that replaced  diesel ol
with bess hacardous substances, Alberma-
tive drilling fluids are composed manly
from low-molecular-weight, less toxic
and mere waler-seduble, armatic com-
pounds and substances of paraffin st
ture. Research in this direciion continues
at present. Products of animal, vegetable,
or synthetic orgin are tested m onder 1o
find the optimal base for drilling Ruids.
Recently, a new generation of drlling
fhiids based on the products of chemi-
cal synthesis with ethers, esters, olefing,
ancl potyalphaolefins kas been developed
[Burke, Veil, 1995). Such drilling fluids
allow highly deviational or horzontal
drillings 1o be conducted. From the en-
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vironmental perspective, ihe most im-
portam fact is that they bave low toxicity
ns compared with other drilling formuba-
tions. [n spte of the relatively high cost
of the synthetic-based drilling Muids, their
rechnobogical and envisenmental adhvan-
tages open wide possibilities for their ef
fective use in ofl andl gas production

Each component of & dalling fluid
has one or several chemical and tech-
nological functions. For example, barite
(BaS0M) is used 1o control and regulate
hydrostatic pressure m the well, Emualsi-
fiers (alkyl-acrylate sulfonate, alkylacryl
sulfate, and others) form and maintain
emulsions. Sodiam and caleum chlo-
nides ecrcate condibions for mantanmg
an isolonic osmotic balance  between
the water phase of the emulsion smd sur-
rounding formation water.

Organephilic clays {such as amine
rreaied bentonite clay) as well as orgamac
pobymers and polyacrylates ensure the
optirsal fuad viscosity necessary for drifl-
ing under different geological conditions.
Sodium sulfiie, ammonium bisulfite, zinc
carbenate, and other oxygen scavengers
are pumped inte the well o prevent the
cormosion of drlling equipment in the
oxidizing environment. Lime is added to
increase the pH of drilling fluids, which
helps to reduce comosion and stabalize
the emulsions in the musds.

As o result of many lechnological op-
erations and procedures, dnlling muds
and cuttings are ssturated with hundreds
of very different substances and come-
pounds. It 15 their discharges o the
e that pose one of the muin ecological
threats during offshore oil preduction, [n
particular, many countries Cxpress con-
cem regarding biecides, which are used
to suppress micreflora in the dniling and
other cinculating Auids. The list of such
compounds inchedes over one handred
namses. The most widespread biocides
used in the oil and gas production pric-
tice include sedium salts of hypochlomte,
formalin  rebeasers, and glhoamldehyds
as well as higuanidine and quatermany
ammoniem, and a number of ofher
compoinds. The composition of some

compolads & not always knoewi Some
baocides are highly toxic. hany counirics
either dscourage {For example, in case of
carbamates and thiocarbamsies) of pro-
hibit {for example, in case of dichloro-
phenoks and pentachlorophenates) their
use by the offshore oil and gas industry.

Drllmg discharges also contan many
hesvy mictals (mercury, lead, cadmium,
#ine, chrominem, copper, and others) that
come from components of bath drilling
fluids and drilling cuttings. Chapter 6
gives the ccotoxicelogical pssessments
and comparison of different dnllimg -
ids and dnlling cuttings.

Produced waters. Produced waters usy-
ally mchile dissolved salts and onganee
compounds, oil hydrecarbons, trace metals,
suspensions, and many other substances
that ane components of formation waler
from the: reservoir or are used dunng dnll-
ing and other production operations.

Besides, prodweed waters can mix with
the extracted cal, gas, and injection walers
from the wells. All of the above make ihe
compesition of the discharged prodisced
waiers very oomplex and changeable. In
is practically impossible o speak abow
soimie average parameters of this composi-
thon, especially becanse reliable and com-
plete analytical siudies of these wasies are
VETY T,

Petroleum hydrocarbons are always
present i proshuced waters, especially
when the labler are mixed with odber
technological waters and solutions,

owever, the kevels of oil in discharges
wvary extremely. They depend not oaly on
the specific technological sstuation bat on
the fractional compesition of the ol and
the effectivencss of the oil'water sepam-
tion methods as well. The ¢l separors
mamky remove particulate and dispersad
oil, while dissolved hydrocarbons m con-
centrations from 20 mg o over 50 myg]
o overboand as part of the discharped wa-
ters [Somenville & al, 1987; GESAMP
1993 The volumes of sweh discharges
reach thowsands of tons of oil A vear,

Another charscteristic of the chemical
composition of most produced waters 5
their very high mincralization. It = usu-
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ally higher than ihe scawaler’s salinity
reaching up 10 300 g, Such mineral-
ization is caused by the presence of dis-
sodved boms of sodium, potassium, mag-
nesium, chionide, and sulfiste in produced
waters, Besides, produced waters offen
have elevated levels of wome heavy mel-
als [Neffet al., 1987] as well a8 corrosion
nhibitors, descalers, biocides, dispersants,
ermulsion breakers, and other chemicals.

Recent studics have revealbed that pro-
ducad waters frequently contaim noturally
occurmng rdioactive elements and their
daughter products, such as mdium-Z26
and radinm-228. They are leachad from
the reservoir by formation waters and
are carmied to the surface with produced
waters, oil, and gas. Dunng contact wath
seawater, these radionuclkles méeract with
sulfates, precipitate, and form a mdioac-
tive scale, In spite of a relatively ko level
of radicactivity, concem exists that this
process can creade centers of increased
radipactive risk. This phenomenon has
become a focus of attention in a mumber
of countrics.

Applying the regulations defined by
some intemational agreements, such as
the London Dumping Convention (1972),
that do not allew discharpes of radicac-
tive material into the marine covisonment
are consadered 10 be justified in this case
[GESAMF, 1993],

Oither wastes, Lange quantities of pro-
clucesd wagers, dnlling muwds, and drilling
cutfings, discussed above, as well as
discharges of storape displacement and
ballast waters are the source of regular
e long-lerm impacts of the offshore in-
dustry om the manpe environment.

Besides these dechamges, sometimes
thie need anises to conduct a one-tirms dis-
charge of short dumtion. Such siuations
inclhude, in pamtscular, chermen] discharpes
duning construction, hydrostatic testing.
COmmassioning, pigging, and mamtenance
of the pepeline systems.

The pipelme discharges  usually
confpin cormosion and scale inhibiors,
bincides. oxvgen scavengers, and other
agenis. The volumes of these wasles can
be mther considerable. In the Morth Sea,
w they reach up 1o 300,000 m3 of treated

waler discharged over o short period
(hours to days) [GESAMP, 1993], The
discharge regime wsundly ensures that the
dilution decreases the concentration ond
toxicity of the wastes 10 safe levels be-
vood a 500-meter mdis from the place
of discharge [Davies, Kingsion, 1992].

Sirmilar situations emerge dunng ofher
technobogical and maintenance activities,
Examples include cleaning and anii-
corrosion procedures, discharging the
ballast waters from the hydrocarbon
storage tanks, well repaining, well work-
over operations, replacing the equip-
ment, and others. These discharges often
confain surface-active substances, such
as lgmosul fonates, lignites, sulfo-methy-
Inted tammins, and many other chemicals
with abowt & endired names.

Armuospheric emissions

Although the atmosphenic emisions
stcompany most of the ol and gas op-
erutions, this factor has not gained any
special attention inthe context of ofTshore
developments, The available mivrmation
is very limited and controversial.

Al the same time, 0 some arcas of on-
land production, for examiple m Western
Siberia and near Astrakhan i Hussio, this
source of pollution peses a senious threat
to the water and onland ceosystems and
io mman bealth For example, in the
Nizhnevariovki region (Tumen area),
ihe atmoesphenic emission of hazardous
substances from the Samotlorskee oil
fickd development in 1989-1992 vaned
from 038 million o 1.1 million tons a8
yiear [Krupinin, [995], The high content
of hvdrogen sulfide (6-30%) and other
Ioxic substances in the natural gas and
atmospheric emissions on the Crewbairg-
skoe and Asirakhanskoe gas condensate
Thebds cremted sineations close w ecologi-
cal catastrophes [Karamova, 1989]

Armospheric emissions lake place
at all stages of odl and gas indusiry’s
activities, The main sources of these
ermissions inelude:

constant or periodical buming of as-
sociated pas and excessive amounis of
hydrocarbons during well 1esting and de-
velopment a5 well as continuous lanmg
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A crab sits on the besch covered with erude oil Trom the
Hong Kong=registersd tonker Hebei Spicif of Shinduri
heach in Tacwm, abowt 170 Kins {106 miles) sonthwest ol
| Secul, 10 Decombaer 2007,
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1o eliminate gas from the storage tanks
and pressure-controlling systems;

combustion of gaseous and liguid fuel
in the energetic units (diesel-powered
peneralors and pumps, gas wrbines, in-
temal combustion engines) on the pls-
forms, ships, and onshore fcilites: and

evaporntion of venting of ydrocar-
bons duning different operations of their
production, reatment,  transportation,
an«d storage.

In spite of the fact that some coun=
iries mow profirbit Aenng of ol-associ=
ated gases, it remoins one of the major
sources of stmosphenc emissins in the
world. These goses are dissolved m the
crude produced oil. As the pressure goes
doem, they bubble out in amounts wp o
300 m3 for each ton of extracted oil.
The associated gases give aboat 30% of
the gross world production of gascous
hydrocarbons. However, because of the
undeveloped technology and lack of
requined capacities and oquipment on
many ficld developments, up o 25% of
all associated gases are flared. In Russia
alone, the volumes of anmeally bumed
(Amred) oil-associated gases reach up

1o 1017 billion cubic meters [VNIIP,
1994, Astronauts have witnessed that
the view of the gas-buming torches,
for example above Western Siberia or
the Perstan Gulf, is an impeessive proof
of the large scale of human econemic
activity and, we would add, of its bad
management oz well.

Components of atmoesplenc pollsion
caused by oil and gas development in-
clude paseous products of hydrocarbon
evaporation and buming as well as acro-
sl particles of the unbumed fusl,

Frem the ecologicn] perspective, the
most hamrdous components ane nRrogen
ad sulfiur oxides, carbon monoxide, and
the products of ihe mommplebe bumang of
Iwydrocarbons, These micract with. almo-
flsence of solar mdiation, and precipitale
oanto the land and sea surfaces to fomm
ficlds of local and regienal poliution.

Clear evidence of the impact of at-
mospheric emissions on the manne en-
wironement from the offshore Aaning was
fiound, in particular, during well testing in
the Canadian yone of the Beaufon Sea
Here, the ice surface around fee test site

whene mitensive flanmg of combustble
warstes oocurred was polluted by stmsoe-
sphenc falleus of heavy oily residue. The
chemical compostion of the ressdue was
similar to one of the higher-molecular-
weight fractions of prodoced ol [GE-
SAMF, 1993].

According o some estimates [Kmgs-
toy, 1991 |, up o 30%6 of the bydrocarbens
emitied o the atmosphere during well
testing precipilate onto the sea surfice
and creaie distinetive and relatively unsta-
hile slicks aroumd the offshone installations.

The pesulis of the aircraft observa-
tons in the Nonh Sea indicate that such
slicks are fourd with an average fire-
quency of 1-2 cases per every hour of
fight [ICES, 1995].

Technical means to rectify and prevent
ammcsphenc pollution duning offshose oil
arnd gas productson are practically idenfical
to the analogous methods that are widchy
o ofben effectively used on Lend and
other industries. However, offslore stmo-
sphenc emissons thus far have not golten
the deserved attention, probably due 1o the
remodencss. of these developments from

densely populuted places.
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elow vou will find informa-

tion on oil pollution of the

seq, incloding sowrces and

volumes of ol input into the
marine environment. Click on the links ag
the end of this page if wou want io leam
moee aboul Envirenmental Inpect of the
Qiffshore Oil and Gas Daduwsiry,

O pollution of the murine enviropment

Tables 1 and 2 show the vanely of ol
pillution sources and give expert esti-
mates of the scales of distnbution and
impact of each of these sources on the
maring envirenument. Even though these
edtmnates can vary up to [-1 onders of
magnitisde (especially in cases of natural
ol sounces, atmosphenc mput, and nver
ninaff), many experts agree that the mam
mthrepogenic Aows of ol pollstion
mio the manne environment come from
Innd-based sources (refineries, municipal
wastes, nver runoff, and so on) and trans-
portation activity (tanker ol transporta-
tion and shipping). Enough evidence ex-
st to suppon this opinion [MRC, 1985
GESAMF, 1990, 1993 Polycyelic aro-
matic hydrocasbons (PAHS), especially
benzclalpyrene, enter the manpe envi-
romawnent moatly e fo stmosphenc de-
position (Medl, [979),

Table 2 illustrates the general trend of
declining total inpuet of oil pollwtien mio
the Werld Ocean over the years, The
global suation reflected in s 1able cer-
tzinly may differ at the regional level.

wThis depends on natural conditions,
degree of coastal wbanization, density of
population, industral development, navi-
gation, oal and ges production, and other
activities,

For example, in the North Sea, off-
shore production mput reached up o
28% of the 1otal mput of oil pollution
mn 1987 (sme GESAMEP 1993) instead

of a amodests 2% on the workd scale
shown in Table 2. This equaled the an-
nual inpud of moee than 23,0008 tons. of oil
products ot the background of their gen-
eral changeable flow of 120,000- 200,000
tums i year m the Morih Sea [Bruns et al.,
1993 ). Ome can expect similar sibuations
m other regions of ifensive offshore odl
and gas developmenis, for example, in
the Gulf of Mexico, Red Sea, Persian
Culf, or Caspean Sea Just remember the
persistent pollution i ol production ar-
cas in the Caspian Sea or the amoanis of
anmual discharges (about 40 million 1ons
of prodeced waters polluted by ofl prod-
ucls) during offshore drilling in ihe Gulf
of Mexico [.Fl.l'll.'mpl'u.u.m, l'ﬂ‘]]. At the
same time, no reliable balance estimates
exist for these regions,

The continental zhell af the Gull of
Mexico 15 also distinctive for inlense
seepage of natural hquid and gaseous
hydrocarbons, Some authors [Kenmicutt
et al., 1992] believe that this can kead to
formation of oil slicks and tar balls on the
sea surface, which makes assessing and
identifying anthropogenic oil polhiion
more difficult. In any case, the input of
ol hydrocarbons from natural sources
il the Guolt of Mexico is larger than in
mary other areas.

In the Baliie Sea, the Sea of Asov, and
the Black Sea. the leading role in oil n-
put moss likely belongs to land-based
sougees, whach are dominated by niver
imflow. The Danube River alone snnuably
birinzs to the Black Sea about 50,000 tons
of oil, kalf of the total oil input of abouw
DO (R0 gios: [ Boomovealon, 1995

Tradstional shipping and oil transpoe-
tation routes are more expossd w the
empacts of oil-polluted discharges from
tamkers and other vessels than other areas.
For example, ohaervations in the Carib-
bean basin [Abwosd et al, 1987 Jones,
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Bacon, 1990; Corbin, 1993], where an-
rsally wp to | million twons of ofl enter ihe
oearine envirpnment, showed that abouw
0% of this amount came from tenk-
ers and other ships [Hindchsen, 1990],
In the Bay of Bengal and the Arabian
Sea, ol pollution inputs from tanker and
other ship discharges equal, respectively,
400,000 tons and § million tons of il a
vear [Hinrchsen, 19490]

The maost intense tanker traffic exists m
the Adlantic Oean and its seas, which ac-
counts for 35% of international maritinse
ol transportation. In the Indian and Pa-
cific Oceans, this portion is, respectively,
34% and 28% [Monina, 1991],

Enforcing strecter roquirements fo @c-
tvities accompanied by oil discharges
led to global declining of ¢il pellution
inputs im the manne environament men-
tioaed above [GESAME, 1993], In 1981,
oil transporation and shipping in generl
were responsible for dischamging about
1.4 million tons of oil products, This
amou was pedweced o 0,56 millon tons
in 1990 (sce Table 200, The reduction
eraindy occwmed a5 a result of adopting
siricier infernadional regulations concem-
ing transporiation operptions m the sea
(Intemational Convention for Prevention
of Pollution from Ships and others). The
eotnd oil polhution mput inte the sea dur-
ing the same period, according 1o the es-
tirmates given i Table 20, dropped from
3.20 to 235 million tons.

Although this tendency of decreasing
ail pollution caused by fanker transporia-
tion and sheppang: pives some reason for
environmental optimism, oo alamiang
circumestances should not be neglected.
One of them has already been mentioned.
Stnkingly high volumes of oil s input are
repoarted for some regions (e.g., ihe Ca-
ribbean basin, northern part of the Indian
Occan, Mediterranean Sea). These vol-
umes may total hundreds of theasands
or even millions of tons of oil [Himrich-
sen, 1990, They are directly commectsd
with highly intensive shipping and tanker
transportation in these aress, Somme eati-
mates mdicate that anmeal oil pollsion
input into the marine ehvironnen may
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reach 7.3 mallson tons [Panov et al,, 1986,
GESAMP, 199%4]. Other researches give
even higher figures. For exsmple, data
summarized by 5.0, Konovaloy [Kon-
ovalov, 1995] suggest that global oil
input into the World Ocean reaches 20
million tons a year, and pollution caused
by tankers accounts for $0%% of it Note
that anmually about 6,500 large tinkers
transport more than 1.2 billion tons of
oil and oil products. In spite of the thct
that the latter extimates are considerably
higher than the ones based on official
statistics (Tabbe 2), they have not been
refuted ihus far. This raises serious con-
cems about the actual levels of oil pol-
lution in different marine regions and in
the World Ocean in general,

The oaher circumstance that can affect
the tendency of decreasing ol pollution
from fankers mvalves sccidental spills.

Accidental situstzons during ol tanker
transporiation repentedly happened in the
past. Bemember, for example, two rela-
tively recent tanker accidents, the Exxen
Valdez and the Braer, that spalledd 40,000
toms of oil nte Alaskan walers in 1939
and 85000 fons near the shore of the
Shetland lslands m 1993, respectively,

The probabilistic nature of sccidental
situations ond highly vanable volumes
of spilled oil do not allow definite con-
clusions to be made. Although the level
of oil pollutien has tended to decrease,
large volumes of spilled oil could change
this siruation.

A pumber of damatic events show
the vilnerability of making optimistic
prognosis aboul decreasing oil pollution
al the regional and global levels. For in-
stapce, catastrophic large-scale evenls
took place in the Persian Gulf during and
after the 1991 Gulf War, Between 0.5
and 1 million tons of oil were released
e the coastal waters, Besides, prod-
uets of combustion of over 70 million
tons of oil and ol products were emitted
it the atmasphere [Fowler, 1993], An-
other large-scale accident occurred in
Russia in September-November 1994,

Absout 100,000 fons of oil were spilled
on the territory of the Komi Republic,

This threatened 1o couse severe oil pol-
lution for the basin of Pechora River
and, possibly, the Pechora Bay,

It must be remembered that catastro-
phes, in spite of the obvious conseguenc-
es and all the attention they sitract, are
inferior to other sources of oil pollstion
in their scales and degree of environmen-
tal hazard Land-based oil-containing
discharges and atmosphenc deposiion

of products of incomplete combustion
can accordingly give 50% and 13% of
thi total volume of ol pollution inpuat
inte the World Ocean (seec Table 2).
These diffuse sounces continuowsly cre-
ate relatively bow bt persistent chronic
comamination over huge areas. Many
aspects of chemical composition and bi-
ological impacts of these conthimknants
rermnain unknown,

Table 1. Sources and scale of oil pollution mpud inle the manne cnyinonmenl
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1 you're wondering about the di-
rection of gasoling prices over the
long term, forget for o moment
abowt OPEC quotas and drilling
in the Arctic MNational Wikdlife Refuge
and consider instead the matter of Hub-
bent’s Peak. That's not a place, it's a con-
copt developed a lalfcontury ago by a

peobogist named M. King Hubbert, and

er it explains a Jot about what's going on to-

diny o8 the gas pump, Hubbert argued tha

= o o certam peint ol production peaks,

and thereafter it steadily declines regard-

a I bess of demand. In 1956 he predected th
U5, oil production would peak abowt

1970 and decline thereafter. Skeptics

It nowy appears that world ol produsc-

By Jamees Jorden and Jomes B Powell  Tion, abowt B0 million barmels a day, wall
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spon ok, In foct, comventional oal pro-
dhictson has alrexdy peaked and is doclin-
ing. For every 10 barrels of conventional
il comsumed, only four new barrels are
discovered. Without the unconventional
wil from tar sands, Hquefied natral gas
and other deposiis, world production
winathi hawe peaked several years ago,
Ol expents agree that hitting Hubbert's
Peak is inevitable, The oil kid down by
nature is finite, and almost half of @ hos
already been extracted. The only uncer-
tainty s when we hat the peak, Pessimists
predict by 2010, Optimists sy not for 30
1o 40 years, Most experts expect it m 10
to 20 vears, Lot in the debate are three
much bigger issues; the impact of declin-
ing ol production on society, the ways to
mimamize its effects and when we should




pct. Unforunatcly, politicians and poli-
cymakers have ignored Hubbert's Peak
and have no plans to deal wath it 15 t's
beyond the mext clection, fonget o

To appreciate how wital oil 15, imagine
it suddenly vanishod, Virtually all trans-
port == m#os, inucks, sirplancs, ships and
traims == woild stop, Without the fertilie-
e and irsecticide madde from oil, fiood
outpait would plunge. Manufaciunng
oufpat would also drop. Millions in cold-
er regmons would frecee,

Fortunately, oil prodsction does mol
suckbenly stop #t Hubberl's Peak, rather,
it declimes steadily over time, But be-
cause production cannot meet demand,
the price of oil will mpidly and comin-
ously escalate, degrading economics and
living standands. People complain mow

about gasoline at 53 per gallon. Afier
Hubbern's Penk, 5T per gallon will seem
cheap, Spending 5150 to Gl up
SUNT Ohechl!

Horw 1o minimize the impact of declm-
mg oil producton? Conservaton and
new fimds can help, Higher mibeage stan-
dards Tor autos and trocks oould cut U5,
oil use by 20 percent o more. New oil
fields continue 1o be discovered, but they
are small. Mo giant Saudi Arabia-type
fields hove been finmd in 30 years, The
small fickls contnibute ever diminishing
amounis of al. But while conservation
and new oil can delay Hubben's Peak
and ease its umpact, they cannol preven
it. Moreover, even if the United States
conserves o, other coundrees mught nde,
A practical long-term, non-oil solution o

wimer T A Gl g .m‘lnﬂi ’1

the problem of Hubbert's Peak is neded

We neod new techrologies, cpecally
for iransportation, which accounts for
pwioethinds of ULS. il consumpbon. Mos-
sible oplions are synthetc fuels From
hydrogen fueel from nuclear and
renewable power sousces, and electnfied
transpont: light rail, mil and meagles. Pro-
cesses Tor synihetic gasoline, dicsel and

cokel,

et fuel are well developed but expensive.

The environmental problems from oeal
— mming, carbon diexide emissiens and
other polluants = anz serious and reguire
miore aftention. Hydrogen fuel produced
h'_n.' .:Iu_'-ﬂn_ﬂ:pip. from remewahle [porver
sources is environmentally chean, but it
has serious technical problems, Proshuc-
ing the hydrogen equivelent m energy ko
the il now used i LLS, transport woald
require 10 trillion kilowatt hours of ¢lec-
iric enengy; we would have to tnple our
clectric gemeration capacily

A more precical approach would be
the clectrification of transport. Switch-
ing half the truck and personal auto miles
1o electrified transport would require an
increase in clectric gencralion capacity
af only 10 percent. Electrified transpost
= clean, non-polluting and emergy-cff-
cignat. Light rail and rail systems are al-
resdy in wice wie. Firsi- generation mag-
bev systems are operating, and lower-cost
second-generation  syslems are being
developed

Ax al |'r|:|.|-|;||x.'|||1|'| declines, the com-
banation of elecrifed ranspa amd
symihetic fuels from coal can meet the
c]mlfln:nl:{:. |-|_1_,-|,:Ir|_1}_[-:.'u fuel 1= pﬁ::hﬂlﬂ}' fal
practical, but research and development
on it should contime in the hope of a
breakihrough

Whatever non-o1l transpoet technolo
gics prove best, making the transition
from our present systems will tnke many
vears. [t ook decades for the first sudo-
mabiles and airplanes 10 evolve into ef-
foctive systems, and decades 1o build the
interstate highway network, We can'y al-
ford to wait umntil Hubbert's Peak oecurs,
We should begin now 1o plan and imple-
et the new, non-oil technologies, IFae
dion't, our economy and lving standard
will be in serious trouble.
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he cra of
VE CIme
terimg an
meefiil eco-
een natiens,
hetween gribes,

, and economic systems. This
o wars, There will be no ma-
ies won't line up fo face cach
2. The 215t eenfury war will be
5 and suburbs as well as the skiles,
hi with car bombs, small explosives,

James J. Puplava

The Visible, Yet Invisible Foce of Evil
his war will b bloody, brutal
and couel, Lives will be los,
villages  and property  de-
stroved, commerce le-:m|:-1-

o, vl governmenis H:-:lpl-l..-i,! In many

ways, il will seem like medieval mmes

Military and ecomomic fmctions will

gtart o mierge in an effort s wage war

Cibory, profit and the spoils of war will be

j"-"-l- L II1'||'H!¢:I'|.'II1I 415 NYITInEE the war. In

fact, they may become the objechve of

war fsell, Al other times 1 may seem that
the war doesn't exisL Most of this war

m will be fought coverily. Battles, victorics

and skimmishes may not be reported or
for that malter, even known 1t wall be a
It ke a chess gamse, bat with real play-
ers. 1t will be foupht through intellipence
as each skde mies 1o determine what dee
other side s up to in onder to predict what
15 umpredsctable. It will be fought through
action a5 well & words. It wall be visible
and ai ihe same time, mvisible,

The doeds of 19 terronists on Seplems
e 11% were vizible for all 1o see, Ye al
Cracda is visible only when it acis. It s
not & pation. 1 kas oo boandares, 16 few
thousand warriors ane scatterad through-
ol the world, It is both agile and haghly
miohibe as it is invisible, It doesn’t present
an casy target for the generks. This will

not be an ey war o win. It will be as
long as it i unceriain, There will be no
mensurmable vandsticks for the public to
view its progress, An occasional firefight,

light armaments, and surveillance.

It will be & war of men Killing each other
at close quarters. Battles will be replaced by
'1]1.il'r||i‘|-|'|{':‘|.. th1I|'|iI!|;]p.. fMESSACTHeS -'IIH| o=
cide. It will be fought by regular armies against
small groups known as terrorists, puerrillas, ban-
dits and robbers. For the first time in the West,
war will become personal. It won't be watched
from afar. but will he |.'-".|!||.-|'i|.'r|1.'u|,| first hand @%
immediate |'!l'.11'!iri||i|r|l\.._ vietims or targeis, In this
new war, age and sex will be meaningless for many
of ifs warriors will have Llittle regard for life,



a sudden explosion, or a downed jetliner
will be the only recognition Defining The
Mew War - Shifiing Plates.

Tor 2oeme this war will be about free-
doim, 1o others it will be about revenge. To
the Islamic woarld, it is abowt social unnest
o well s an astertion of cultural and na-
tionil schentity agninst 4 background and
mability to modemiee i a very modem
world, This war will have many faceis,
some of which wall ke political while
much of it will be economic with reli-
gion thrown in between the two, Like
all wars, it will disrupt the flow of power
and wealth, A great power shift is aking
place. Like the natural world where vol-
camic cruptions and earthquakes signal
powerful forces are at work, the 1econ-
i plates ane on the move agim. hest s
those volcanse emptions and enrthquakes
throw the carth’s crust up IO mouniams
amd doown into basins, the same events are
taking place in the workd’s political and
econdamie syslems. The world's present
power structure and economic system
wre coming under severe strein. The eco-
noniic eruplions that are now present in
the fimancial ard currency markets are
the first signs that a Vesuvian cruption s
about 10 be wnleashed. As these political
amsl ecomome plaies shift under the pres-
sure of war, a nsw political and econommic
orcder will emenge.

We live in o bifuscated world - part
rich, but mosthy poor. [t is this growing
world of the poor where populations are
exploding that now confront the modem
world. These two worlds cim no longer
be walled off, separsted, and viewed
from a distance. The harrier that separtes
the two worlds 15 crumbling. In his book
*The Coming Anarchy™ Robent D). Kap-
lan states that “To understand the events
af the mext Aty years, then, one rmest un-
derstand environmental scarcity, cubtuml
and racial clash, geographic destiny, and
the transformation of war” The malsm
of which Kaplan writes and (0 which this
Perspective Senes will be dmected may af
firmes appear a5 unrcal as i 15 herssy, Bul
in Kaplan's words, “They tmck well with
the analyses of the mbitary ond méeil-
geoe communitics, where accountnbl ity

et hased bess on false disploys of ideal-
izm than on the ability 1o pinpoint trouble
spots & few vears down the rosd”

The Clash of Homan Mature

To a western world that has known
mstly peace for half o cenlury, a pro-
fonged and faceless war may clash with
the iealisms and emotions of a pop
cubture cemered on entertainment. We
have in many ways become creatures of
the moment. How and what we think,
the way we vole, and yes, even bow we
mvest, are the result of the batest nows
gvent or public opinion poll. This mews
it spoon fed 1o the masses in emotional
images designed to eneriain and appeal
o emotion rutber than reason and ingel-
bect. Thie media conglomerates bomband
and saturate us with news events that ane
impassioned by classical bberal values
strewn with f tunmel vigion fat i a8 naer-
row 05 it % lacking in anakysis, Because
of industry comsalidation, what you hear,
read, or see & mow controlled by @ hand-
ful of corporations. 11 15, 05 many have
called it, The Fourth Estate, In reslity, it
&5 a power unto tself and accoumtnble 1o
no one. At @ time of war, this 15 danger-
ous for it clowds ssues and prevents real
analtysis from ocouwrring. It alters public
cipinknn at a tme it needs to be marshaked
for war by its leaders. The media’s views
arg trapsnatienal whereas 8 president or
prime minister's concems are for their
country. The media mainly speak of
peaoe and diplomacy as the solution 1o
the world's ills. Appeasemcent i ils man-
e Pesce i5 ils promise,

Howewer, throughout history, war, nod
pesce 15 (he natiral state of man. In the
words of Professor Domnald Kagan, ™
over the past two centuries the only thing
more common than predictions  abou
the end of war has been war itsell” The
Cireck historan Thucydides wrote that
nations o W wis out of honos, fizar, and
self antevest, In the future, mations will
g o war over mesources, especially
thase nations prope b rCSOUTCE SCArCily.
OF all of the world’s resources, none i
more likely w0 provoke conflict between
nations in this new century than odl and

S—— ]

water, 0il is the lifeblood of the modem
msustrinlized state while waler is the key
tor sustnining life. Without waler, heman
life would cease fo exist. Without oil, n-
diestrial nations will die

il s b the root of furmaoil.

The modem industrial states are de-
pendent on oil as never before for their
prosperity. Cheap amd easily obiamahle
ail is the fusd which powers industrial-
weed ecomamics, These stabes e depend-
ent on cheap and plentiful ol for their
prosperity. This has led to a growing
dependency on Middle Eastern and now
Caspinn il Meanwhile, as this bondage
grows, there ane no policies that would
free us from this dependency. Some ar-
gue that 17 Feft to the marketplace without
government interference, the lows of sup-
phy and demand will replace this depend-
ency on oil enber through conservation
or substitutes. This i a naive view which
permentes much of lodoy’s discussion
an solving our energy and dependsncy
crisis. These Orguments ignone an ismpor-
fant geological fact called depleion. 1f
the techmology existed 1o replace Middle
Eastern ol by an alternative energy sub-
stitute, it would have been done 0 years
apo duning the last energy shock. Even if
a new techoology was to be discoverod
it replace oil, it would take years to im-

plement. Where would the hundreds of

hillsons, if not trillions, come from to fi-
nance such 4 progect?

I'm afraid, as this Perspective Scrics
will show, the cnly supply of cheap and
affordable energy for the foresceable fu-
fure lies buried beneath the sands of fhe
Middlz East That is where the hanle-
grounds of this present war are leading
us, The Middle East s the land bridge <
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that connects the masses of Europe, Al
nicie, snd Asia, On its enstern boeder, i is
flanked by the Caspaan states and the oil
of the Caspian Sea. The distant drem of
war 15 beating more loudly by the grow-
ing buibdup of military forces i the ne-
gion. 1t is not just the states that border the
regeom ihat are arming but the Great Pow-
ers are buibkding ug ther militany presence
i the regeon. That war 15 coming #o this
reEod is A foregome conclusion. [ has mod
become a guestion of i bt when,

Riosource Scarcity . . . a harlsdager of war

At oa time of memendous population
growth amd escalating demand for com-
pvdditics of all types, mesource scanmcily
will become a harbinger of war, The
wirs of the 21° century will arise aver
the scarcity of resources like water, oil
and food as mch s they will religion
and economics. National security wall
become aligned and direoied towards
the securing and protection of global re-
source flows, It is besome o prominent
Feature of American national secunny, As
Amencs mports more of what it needs o
Fuel its industries and coonomy, its mils-
tary presence will grow even larper. Car-
reer batile gprowps now protect e flow of
oil, raw matenials and trode routes sround
the globe, Amencan begions ane stationed
in over 100 countries and on all the ma-
Jor continenis. AS A NN SUPETPOWET,
America has been both an arbiter and
meaker of peace. [t = that position which
is now being challenged.

THREE MAJOR POWERSHIFTS
IN THE Z15T CENTURY

Theere are three major powersdifis oc-
curring amund the globe that wall unset-
tle and reshape the workd of the 21 cen-
iy, The afiershocks amd tremors from
these frends will be felt long after the
garthiuakes that birthed them, The first
i5 al which 15 abowl o cdeliver a power-
ful peobogscal truth - is scancity, Sooner
oF later, 105 going 10 Become commmnon
knowledge that wie are ranming oul of thas
precious resource with nothing at present
to replace it The world 15 going 1o face
this foct hesd-om in the next decade as de-
veloped and developing nations vie with
one another for access and control over a
depieting resource.

The second trend that will reshape
this century & the curment monetany sys-
tem which has been built and based on
a fiat money sysicm. The world 15 about
o relearn A valuabde lesson from iston.
Momey 15 a commodity. This commedity
differs from other commiedities m thaf its
demand comes mainly froan being a me-
divm of exchange, Like all commodities,
what determines s price is the same.
The price of money 15 determined by the
laws of supply and demamnd. Increase in
the supply of money tends 1o lower its
prece, while increase in the deramd for
money will make its price rise. Govern-
ments have sought to meddle with this
process by allering s supply while iry-
ing to keep its price stable. The result
of this meddling has been chaos in the

world's monetary system. From MMexico
i PP, 1o Asia in 1997, Russia in 1998,
Turkey m 2, Argenting i 2001, Ven-
cruela, Uniguay and now Japan in 2002,
the syslem is breaking down, A coercive
mmney syatem that is forced on people
evennmlly brings the conflict and chaos
which we are now wilnessing,

The 1thend hift will be war self This
shift will be about whe fights the war,
wlrend this war 15 aboait, and how the war s
fovight. The nation states” monopoly on
vialence s slowly erodimg. Powerful na-
tions must now deal with terronsm which
poses i new challenge 1o s monopaly on
power. This new war has st begun, In
the wonds of Preswdent George W, Bush,
ressponding bo the termonst altacks against
the Trade Center on Septermber 11, You
Just witnessed 1the opening battle of the
first war of the 21" centuny.” In this new
cemtury, war will be waged by states, but
increasingly by groups we call terronsts,
gucrmillas, or bandits. It will be fought
over resounces, over religion and tnbe
amdl for the langer players, over ecommic
sysacmis. It is from ihe shifting of these
tectomic plates that o new world osder
will emerge. Is shape, form amd victor al
this time are still unknown,

Tremar d1: Ol

“The Gireat Game” i a 1erm used by
politicians and historians to denote the
foreign policy of Great Britain from the
N:qh,r!curlil; Wars caward o it ﬂ!_h!
o shield sts Indian Empire from on-




slaughts by France amnd Russia. The tenm
was coined by a Brnsh officer named
Arthur Conolly, Conolly plaved at this
game while serving the British Empire
in the Himalayans, deserts and the oa-
se= of Central Asia. Conolly met his end
through an Uzbek emir who torured and
then beheaded hit. The term “The Great
CGiane™ was found among his papers. The
phrase began to be quoted by historians
in reference to the first Afghan War and
was later made famous by Rudyard Ki-
pling in his nowvel, "Kim”™. The Game be-
gan with the Duke of Wellington when
he becanse Prime Minister as a siniegy
to keep India from being atacked by
Russia through Afghanistan. The Gume
was plaved throughout the 19 century
and culminated in the creation of what
we now ksow s the Middle Enst. The
Middle Enst was fabricated im Europe as
a result of decksions made by the Allies
during and after the First World War
The Great Gamse patted England against

European rivals in the halcyon days of

empire building during the ke 19 and
early 20P centary. In the early days of the
20" century, the Odtoman Empire nuled
much of the Middle East. Britain saw
the Middle East as a buffer zone be-
tween its Indian Empire and a growing
political threat from Frunce, Crermany,
and Russia.

The Middlc East became a cauldron
for national ecomomac mcnests, It be-
came the chess board on which the major
powers played their game. Great Britain

embarked upon a vast new impenal ex-
pansion that would take decades to play
out. As a result of the politics of the First
World War, Britwn and France decaded 1o
ocoupy and partition the Middle Esst,

The great powers thought they could
reshape and medd the Middle East in
their own image. The result was that
they created an artificial s1ate system
that ignored a fundamental tenct within
the region - religion,

Tosday “The Great Game™ is soll being
played. The artificial boundaries which
were created as a result of the First and
Second World War snll exizt, butl afe
now unraveling. Anather fctor has been
imitmadiaced to The Gamee - oil, At the time
the Middle East was partiioned by the
great powers, ol was nofl b consaler-
thom Thie vast oil reserves of the regqon
were niod yet known. The United States
was lhe world's largest exporier of oil.

Gireat Brilain imported the majority of

its ol from the United States well méo
the first half of the 20® century, Now 1t
s knowam thad ehe regson contains chose (o
T0P% of the world’s known oil reserves. [
the Caspaan Sea's reserves are added in,
the Middle Enst contains over B0%% of the
wrlds odl,

In the present time, the region has be-
come a vast political cauldron that mixes
oil and religion, Insishdlity has bocome
a The Middle Exst became a cauldron
for nationn economic merests. It be-
camie the chess board on which the major
powers played their game. Greal Britain
embarked upon o vast new imperial ex-
pansion that would ke decades o play
euil. As a result of the politics of the First
World War, Britain and France decided to
oecupy and partition the Middle East.

Insiability has become a part of life in
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the Middle East as a result of the Islamae
Revolution, The only peace and secunty
the West can now have will come only if
there is stability in this pan of the world.

The prospenty of the mdusirialized West |

is based on affordable oil from the Mid-
dle East. The most serious threat o that
stahility is the nsing tide of fundamental
Islam in Middle Eastern politics. Foreign
powers are still plaving 81 The Great
Giame in an effort to shape events in the
region (o suit their own selfl interests, But
now (hose seli’ interests are thoeatened
anel both major players and lesser play-

ers have mvch io lose. For the West, it s |

the economy and a way of life, For the
residents of the region, it has beoome &
matter of life and death. That death 1ol is
rising each day.

Thie Carme i aboul to enter its thind and
final phase with the stakes never higher
If the West does mod act wisely and de-
cisively, then The Gremt Game may be
bost with trgic consequences for both
sides. The wars and iregedies of the past
will pale by companzon 1o what may bic
ahead if radical [slam triumphs in the re-
mion. Forthe West, 0 will mean the end of
cheap ol and o way of life. For the Mid-
dle East, it will mean more blosdshed
and poverty. And for the Grexl Powers,
it could bead to greater confromation and
the mext World War,

Tremor # 2: Moncy

Lo of Confidence

On August 15%, 1971 President Nix-
on brought the Bretton Woods system
fo an end. For the first time 10 Amen-
cin history, the dollar woulkd become a
fint cwmrency without any gold backing,
The threat of European Centml Banks
demamding gobd for dollars ended El.1ll.|
backing of the dollas. From that poand
forward, the US would begin an era of
deficit spending freed from the shackles
of gokd that had forced fiscal discipline.
The world would revert o the fiat system
of the 1930% From that point in tinse, the
financial system woulkd go through one
upheaval after ancther. The result was
a mew e characierzed by -mmpu:lmg
currency devalutions and :mmuu.um]

ARTICLE



i

<
< 4

moneinry mstability. As dee inemalional

monetary system moved inlo an age of

frecly feating exchange rales new risks
were imposed wpon the world®s econo-
mies. Interest rate and currency sk were
added on 1o business fsk. Under a fixed
rate exchange syatem anchored by gold,
these risks weren't 45 prevalent,

Derivative Models Give RHisk 8 New
Game

A system of freely Aoating curren-
cies emerged and the world of business
adapted with innovative financial instru-
s codled denmvatives. With the advend
of the Black Scholes model, risk could
mow b messured in termms of volailin,
Introduced to the world by three ecomp-
mists — Fisher Black, Myron Scholes,
and Eobert Merion — their ebegam theory
wirihd caese the derivatives markets to
cxplode. Busimesses could now hedge
epminst currency risk ond imlerest mie
nisk brought about by the abamdonmen
of fixed exchange rates umder the Bre-
tom Wioods system. Maosdhels could now be
developed 10 allow businesses o hedpe
against any risk with multiphe options 1o
insune against any kind of Anancial ca-
lamity. You could use forwand contracts,
oplion contracts, oplions on fulures, swap
CONITACES, OF any dervation of combina-
tion of the above, The markets grew as
the hazands of operting inemationally
grew. Govermmients soon founsd oat, with
currencies no longer anchored by gold,
they could inflate at will. They could
expirid or contract the money supply
through the expansion or contraction of
cresit Instead of pold, cumencics would
be anchored by interest raics, The sapply
and demand for money would Bow be

i1

controlled by the rate of retum offered by
paper investments,

A “Simple” Money Game

A mew gystem developed in place of
the gold-backed systems of the past, and
anpiher new expenimient with money be-
g, These architects thought they had
invented 8 new way sround the failure
of past finl systems. Complex economic
models came ke voguee in which gov-
emanents thought they could fine wme
the economy. The complex interactions
of the mirketplace and the mterweaving
of human acteosn were ignosed in favor
of mothematical models that predicied
cegtninty. Input 2™ mixed with inpat b~
equalod oulpat "™, It was that simphe and
yet, nof =0 simple. To be sure, the -
¢ls werne claborate in their stroctune and
detaibed as to their outpat. The only rog-
e was that they weren't &8 socumte or
controliable on their outcome, They stll
ignored Adam Smith's “mvisible hand ™

A New Breed of Specaliiors

As this new system was being devel-
oped, & new element injected s way
im0 (he SVSIem i response o o gov-
emment-imposcd fiat system, It was the
“speculator” who now emenged to chal-
lenge the power of the fiat system and
central hanks, These financial worriors
battle agmnst each other and vulnerable
governments in their quest 0 amass
wealth, They move and operate m the
world’s capital markets. Their weapons
are: money and on a daly basis, they
v Nl of dollars throughowt the
world’s monetary system. Their batile-
ficld has become the world's currency
rarked which i the common link to all
ather tinancial markeds around the globe,

L

They have become the vigilantes of the
financial system enforcing ccopomic
law agamnsl recaloitrunt governments.
Their motivation 15 not love of law — it
is the pursuil of profit that propels them
into achon,

In the financial markets, the batile for
confidence is fought between these two
opposang prmees. Like the real wars of
today whene armics of the siaie are pitted
against small armed groups in the fanan-
cinl markets, it is centra) banks against
thesz master-less financial samurar, G-
emmienis disparagingly refer 1o them o
the “Electronic Herd™, a ferm poplar-
ized by joumalist Thomas Friedman, The
herd 15 made up of hedge funds, mutual
fumds, pension funds, commencial banks,
insuramce compakics, profissional mon-
ey managers and wealthy mvestors, Just
&8 poverniments have enormouas finan-
cial reserves that they can marshal into
battle, the Electrome Herd is capable of
miatching the resources of governmenis,
and @ times, overwhelming these forces.
The weapon of the herd is leverage. |
it the great equalizer. Through complex
financinl instruments known s defiva-
tives, they become a force multiplier that
enshles financial plavers like hadoe funds
o mible povemments. In 1992, George
Soncs wis able o use the leverage of de-
rivatives 1o force England ot of the Eiso-
pen Monetary System’s Exchange Rate
Mechanism. In the process, he forced Eng-
tarsd b devalue s currency when its Prime
Minister Jobin Major said e wouldn't. The
speinils of the battle went 1o Sorcs whio made
a bwllson dollars &oa few days.

These financial ronin have @Eken on
povernments wherever they think they
are vulncrable. They battlad mflstion-
ary podicies in Mexico m 1904, Asia in
1997 and in the process, they ve broken
down the walls that separate national
coonomics and fimancial markets. They
have become both judge and jury over
govermnenital policies wath the ablity to
punish them financally, Al times, they
soem mvincibbe, At ofher tmes, they
soem vidnerable, Many tmes they win,
Oitber times they lose, And when they
lose, they can wreck havos om bosh sides



of 1he battbefield as in 1998 when LTCM
nearly drove the world's financial system
to its knees. Right now they are engaged
in banle in Latin America against the fist
systems of Argentina, Venerucla, and
Lruguay and in Asia against Japan.

The Gauntlet Has Been Thrown

A bigger bartle has just begun in the
1.5, which will become the ulimate bat-
tle in the confidence game. The first skir-
mishes have taken place in the finencial
muarkets where over a rllion dollars of
imvestor wealth has disappeancd, Opin-
jons still run in favor of the power of the
Fed 1o revitalize the U5, coonomy and
ultimately the US. stock market. The
reputation of the U.S, central bank has
been clevated o a pedestal where it s
thought to be mvincible. [t is this invinci-
bility that is about 10 be challenged - first
in the stock and bond markets, and then
in the curmency markets. It is the dollar
that is now meost vulnerable. The dollar
has bocome the fulcrum on which the
finamcial markets rest i an unessy bal-
ance. The doflar 15 about 1o be devaheed
and it is the next target for the herd. The
17.5. has been running up monstrows trade
deficits to the ane of over §1 billion dol-
kars a day. For all of 2001, the LS. trade
imbalance for goods and services was
£3446.3 hillion. The growing trade deficit
poses a rcal threat to the US financial sys-
tem. Mo country in history has ever boen

able 1o sustaim a lirge trade deficit with-
out paying o financial price.

The dotlar and LS, financial assets like
siocks and bonds are headed for a sieep
fiall, contrary to Wall Strect hiyvpe of another
boom. The gross imbalances in coeporate
dett, consumer debt, and grossly-inflated
profits through financaal engincering (only
vy being exposed) are gong to lead the
world into the steepest recession of the
post-World War I em.

The root cause of this recession is the
financial bubble crested by an unmitigated
crexhit boom fied by an expansionist mon-
etary policy of the US. Federl Reserve,
You can feel the memors in the financial
markets in the US, which have begun
their third year of decline. It is also visible
in the Trensury markets which have filed
to rlly as shon-term rates have plunged
The U5, markets are beld wogether in a
precaricus balance made up of numer-
pus financial bubbles waiting for a shock
wave that will cmese them o burst. This
could be the year of “big surprises” and
ypnexpoctesd events” - a time when global
financial problems are magnified by the
introdwetion of war,

Tremor & 3: War

The fline o were mondingty sporks, No
sieet meod ever strike it To armis! 15 na-
wirek hearty ery; W fight becawse we
ke if. == Ari Brack

I 1968 historans Wil and Aricl Do-
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rart had calculated that in over 3421
years of recorded history, the world had
enjoyed only 268 years of pesce. It has
becomse a familiar refrain of Westem
ideology to believe that man is capable
of changing and controlling the physical
and social environment im which he in-
habits, Wiser philosophers have conchad-
ail that this propensity to impose one's
idealogy on another often beads 1o war
[t 15 o constant strugele browght about by
the competition for power. In this com-
petition between states the resolution of
a conflset 15 often resolved through the
vemee of war, In the wonds of the Prus-
sian stutesman Carl von Clauswitz, “War
is the continuation of politics by other
means. .. War 1% an act of force to compel
our enemy 1o do our will.”

The stwdy of war has been the primary
12k of histonans, but one can't help but
realize how oftentimes those wars have
been unnecessary. In the words of Pro-
fessor Donald Kagan, “A persistent and
repeated error through the ages has been
the Failure to understand that the pres-
ervation of peace requires active effom,
planning, the expenditure of resources,
and sacrifice, just os war does. In the
modem world especially the sense that
peace is natural and war an aberration
has led to a failure in pescelime 1o cons
sicler the possibility of anoiber war,
which, in turn, has prevented the effors
needed to preserve the peace™
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Leviathan, The Missing Flemenl

According to Thomas Hobbes, man
is in wanton need of o Leviathan, One
of mankind's greatest fears 5 of violent
death of death @ the hamnds of another
human being. It is this fear that causcs
humeans o submil themselves o goven-
meent. They do 2o willingly inan effon o
bring about order. The huxury of frecdom
is only possible once order has been es-
tabsleadued. That is why throughout history
the greatest pertods of peace have been
when there was a giant Leviathan that
kept onder. One of the greatest illusions
of the post-Cold War e is that of per-
munent peace. Since the break up of the
former Sovict stase, the world has been
chamctenized by greater conflicis. Could

[ M be because the power of the Soviel siate

(4] [hflfii:lr its ﬁp-l'u.'rl." has recedad? One of
the greaiest l."]1.:].1|n'l_gL"~ i this new cen-

| lury will be o recsablish of onder created

by the vacumem of the end of the Cold War,
For good or bad, the great Evropean em-
pires of ihe 19* century kept the world in
relative peace. It has been the disintegra-
tion of those empires that has now given
way 1o 50 many of the conflicts of the 207
and now the 217 century,

The Clush af Two Worlds

[t = this wew chalbenge of the reestal-
lishment of onder out of chaos. that con-
fromits one of the world's last remaining
~ the United Staies Mamy
will disagree with this concept out of
nitsomal, economac, trbal or ethnic loy.
alty, However, one only has to look at the
annals of history fo sec & world withoul
o Leventhan. The Dark Ages amd the bat.
tle between city states during the Middle
Ages stand i sharp contrast to the peace
of great empires. The bifircsted world
we live in s a world of oppesates that
stand m sharp contrast to sach alher, One
waorld 15 aging and prosperois, while the
olher 1s poor, young, and growing more
vicdent. These two unegqoal workls are
now comffonting each other no longer
separated by the vast distanees of ocean,
They are brought fogether more closely
thirough the revaluiion in mfomeation, Ad
a time that the posver of the nalion-state

lew :i:||:|:an'\,
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spems 1o be withering, it remains a chal-
lenge of supreme statesmanship to bring
about a mew sense of onder,

Roheni [, I":-Hrlliﬂll i hE pew book
“Warmrior Polsics,” quotes the I;:ugh,ih
mfi:i-:-al |'||!|i|-|:l.-\.-|.||'||:-c'r E H Car Y-
:iI:u_.,*_ = Power canmd be cremted out of
thin @ir, ., every approgch m the pasi o
a world mﬂ.‘icl}' has been the l'l-n;h;lu{l; af
the i:l:'qﬂ!;llil.i.ﬂh’.‘:.' ol n xing|¢ Power, There
iz no sign that this has changad™ Many
of Amercan values arc in ascendancy
aroiard the El.-uhq.- == from business mod-
els to cultune and democmcy, At the same
i, there is another model that is rising
o confront it = Islamic fundamentalism,

The opening batile of this new war
bepan with the bombang of ihe World
Trade Cenler on American soil. This
new war has just bepun and B entering
s second and deadliest phase. The e
phnse of the war i ikely (o be againsg ma-
tion states like Irag or possibly Iran. The
growing power of a fanatical theoeracy
m krmn s another time bomb on a short
fuse, capable of poining other conflicts
m the region and tuming them o a
wider conflngrmtion. The Iragi dictagor-

© OFFSHORE
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ship of Saddam Hussein is of mmediate
conmcem. Without the resolution o the
Iragi threat and Saddarm s petential (o use
weappns of mass destroction, mstabal-
ity im the region will only incresse, The
growing clash between Ismaelis and Pal-
cstinians is yel anmber umresobved con-
flict in this mew war, Added 1o the mix
are the isswes of the unsizble morarchies
of Saudi Arabin, Kuwail and other Gulf
States. Al the same e, there s an ams
race within the region that has the po-
tential to destabilize and fum the curment
Israchi-Palestinian conflict im0 a much
wider scale war. These are just a fow of
the ticking time bombs in the Middle
Easi that could change the existing order
and power within the world,

For Americans, this will be a different
kind of war, This war will be persomal,
viewed up-close and experienced first-
hand, The openang battle began on Amer-
tcin soil, The vast oceans that susmound
the LS. no kenger afford the country pro-
tection, In the age of ravel and mobile
nssbes, the world has become a much
smaller place. Geography is no longer
a defensmve advaniage. In fact, our open



can't be sedevised.

Make no mistake: America is in danger.
The major cutbacks in America’s armed
forces over the last decade and in pamicu-
far by the past administraton have only
encouraged our enemies. The =t dec-
ade lees seen the nise of hostile states and
powerful coalitiens that threaten Amen-
u&mnﬂmﬁmﬁm“m
who advocate  appessement
nugmum as |‘rr: uﬂy instruments

ies. 1t is & responsibil '
feation Canno ire; |
iss tor endare. Un i::ll'lt:

5 B0 W ne cf [0 repla

i the 21 d thie
Our to be challenged.  that 1
I Cur 1o the successiul pros-  tary

eculion of this war will be tesied by the
#hsence of constant conflict and economsic
wminq:ﬁuludin.gﬂmmhinm
Mismuillbemwumm:m
Mm‘umﬂr}'
leader, an immediate threaLo
?“wl-p:hm LS I AlbeT i ;
_L 5001 ﬂmmmmnl‘ﬂepmu'll‘m
q v fding, from Amencan conscious=
e Thisumhﬁilnm:ﬁnhuh o b

stock and bosd markets, while mibitary
conflict seema 1o be cropping up every-
where, There dogsn’t seem to be an end
in sight 1o 1he regional wars that keep on
proliferating. Unlike past cnises, they oare
oot localized, They can now be found
erupting on every continen! meluding
Morth Amenca with the Uniled States.
They represent signs of o Powershif that
i5 taking place — roted in oil and money
and resolved by war

The events and conflicts that are de-
scribed in this essay miay not unfold in
the manner hat has been written, The fu-
ture ks unpredictable and is full of nvists
and tums. History teaches us that terrible
stoins can appear with linlke of no wam-
ing and when they do they can cwuse great
arm. This Perspectives series is baced
ey own observations and expenience
fodloawing the financial markets and as
borth & reader and student of history,
i Iments that Folbow will budkd
ses oullined in this intro-

itary aifair I!r'[.-l'u, wh}r lhu
e differcnt than any others we,
; __ before, and the in

j i wmm:mmﬂm m"
th th _rrﬂ'uhﬂt‘:}:pmmmum
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KAZTEC

ENGEIEERING LTD

# wing@156milliom
b GConstructiond

he consortium of Kartec En-

gineering Limated (Kaztec), 2n

indigenous EPC company and

Iramsan (Mishore Engimeenng
and Construction Company {IOEC)H has
won the 107 kilometer 247 Pipeline Con-
struction contract, from Adangs Addax
Platfiorm io Calabar in Cross Biver State,
Migeria, West Africa, worth 156 million
LS Dollars. The project involves engi-
necring, design, procurcment, constnc-
tion, inspection and expediting, ship-
ping and transportation of all materials,
plant and equipment o be permanently

incorporated in the works and the com- I

plete construction (including all tools,
contractor’s . equipmient, labor and su-
pervision).

(Mher aspects of the contract include
besting, pre-commissioning and com-
misstoning of the completed pipelines
amdd facalities, traiming of employer's op-
erating and mamtenance personnel and
remedying of defects, il any, relevant o
the implementation of the Gas Supply 1o
Miger Delta Power Station st Calsbar,

Reacting 10 the news of the award,
the Progect Manager, Kaztec Engineer-

Pt

ing Limited, Engineer Joseph Mamuz-
oh Egona said that this development 15
an cloguent lestimony of the ability of
indigenous MNigerian EPC companies,
especially given the backdrop that they
possess both the technecal kmow-how
and deep knowledge of the work envi-
ronment. Engineer Egona who himscli
has wast knowledge of the Oil and Gas |
sector in Migera and the Gulf of Guin-
ca, a pipneer irainee of the ShellRobert
Ciordon University Aberdeen, Scoitland
IMENSIVE Programame bem years ago,
said he was excited to be pan of this




remarkable progest,

He concluded that what we nesded in
this country was fo.demonstmie. more
faith in the abality of indigenous compa-
aes o deliver on progects of this mag-
nifude, and give them support and en-
courngement. The “award 15 surely the
begmmng of the pesitioning of Kazice
Emgineenng Limied as a leading indig-
cnoes EPC company; & company thal
secks b benchmark itselil wath the best
clsewhers in the world™, he added.

he Adrica Begional Manager, lrani-
an Offshore Engineering and Construc-

Fhe consortivm of Kartee Engincering
Limited (kaztee), an indigenows EPC
company and Iranian Offshore Enginecring
and Construction Company (10EC) has won
the 107 Kilometer 24 Pipeline Construction
conlract, from Adanga Addax Platform fo
Calabar in Cross River State, Migeria, YWest
Africa, worth 156 million US Dollars.

| thom Company- (IOECY Mr. Al Erama

i hes coam-remirks, traced the genesis
of the relationship between 1OEC and
kBaztec ‘Engmmeenng Lmated) obséry-
b dhat working with Migenans had
been both an ennching cxperience, and
one that nlso provided TOEC o umigue

opporfunity. forenjoy the hospitaliny of
| Migeria and s people:

He promised that in line willy [OEC s
global strabegy, Kaziee 1OEC. would
provide saperior quality servites, amd
nmely delivery of the priqect in ling
with best practices.




E ] 3 |IES International

e Qil and Gas Conference

Energy Management;
Policies and Experiences

This conference will provide a high profile platform
to address and discuss the world energy challenges,
find the logical and environmental friendly solution
to deal with them, fake a road fo serve the interests
of all countries and make possible their sustainable
development. It emphasis on the important underly-
ing issues involved in the areas of Energy Modeling,
Planning and Policies; Energy Efficiency and Conser-
vation; Energy Pricing Policies; and Investment Op-
portunities in Iran for Energy Conservation; New
Technologies for Energy Saving; Energy and Climate
Change; and Renewable Energy & Alternative Fuels.
November 30-December 1, 2008. Tehran, LR. Iran.
More information is available af: httpiconferenceies.org

Conference Secretariat:
Tel: #9821 220293867 Fox +9821 220293868 E-Malk conference@iies.org
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.

No.7B Tombia St., G.R.A Phase 11,Port-Harcourt,Nigeria
TelfFax:++234-(0)84-463145
Email:kaztecenggltd@gmail.com




5000 mt crane vessel

» extensive experience in offshore installation
= high transit speed

* 5000 mt fully revolving lift capacity

« DP3

= global availability

Seaway Heavy Lifting
The economical solution
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