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Indonesia is struggling to juggle domestic energy 
demand and the need to supply the export market 
with LNG. The country has already withdrawn 
from OPEC after becoming a net importer of oil 
and a similar tipping point may be on the horizon 
for gas. 

�� The government has decided the domestic market 
will take priority for gas supplies from the 
upcoming Donggi LNG project. (Page 4) 

�� The move risks driving investors away from the 
US$1.6 billion LNG project, which would have 
serious implications for future energy security. (Page 4) 

����
����
����
Newcomers to the LNG import market Kuwait and 
Israel are putting together plans to bring in more 
gas from overseas 

�� Israel has issued a tender to build a 16 million 
cubic metre per day LNG import terminal.  (Page 11) 

�� Shell is to commence LNG deliveries to Kuwait 
starting in August.  (Page 11) 

 

LNG 
 

GLOBAL MONITOR  
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FERC chairman Jon Wellinghoff raised 
the first caution flag of the year for US 
LNG import terminals back in January, 
stating: “We should first look to 
domestic supplies of natural gas” before 
seeking shipments of LNG to supply 
energy needs. 

At the time, Wellinghoff was a FERC 
commissioner, the lone dissenter as the 
commission approved a final 
environmental impact statement (FEIS) 
for the proposed Sparrows Point LNG 
terminal. 

Two months later he was named 
chairman of the commission and five 
months later the Potential Gas 
Committee (PGC) released the highest 
estimate yet of the total amount of gas 
the US is technically able to produce. 

The committee estimated the US had 
an available future supply of 2,074 

trillion cubic feet (58.7 trillion cubic 
metres) of natural gas, an increase of 542 
tcf (15.4 tcm) over the previous 
evaluation. 

The American Gas Association (AGA) 
pointed out this was the highest resource 
evaluation in the committee’s 44-year 
history, equalling about 100 years of 
supply. 

 
No in the public interest 
In his January dissent, Wellinghoff 
wrote: “I have concluded that the 
Sparrows Point Project is not, on 
balance, in the public interest,” and 
explained this “determination is based on 
a number of considerations.” 

“First, an analysis of relevant factors 
indicates that the Sparrows Point Project 
is not needed to serve the energy needs 
of the Mid-Atlantic and South Atlantic 

regions. Second, the future energy needs 
of these regions can be better met by 
alternative resources, such as domestic 
natural gas infrastructure and renewable 
and distributed energy resources. Finally, 
environmental and community concerns 
have not been fully and fairly evaluated.” 

On his second point, the commissioner 
cited a “recent study by Navigant 
Consulting [which] indicates a 50% 
increase in estimated US natural gas 
reserves compared to estimates made as 
little as two years ago. The increase is 
attributable to new technology that 
makes the recovery of unconventional 
natural gas economical.” 

 He highlighted alternative gas 
supplies. “With regard to the Mid-
Atlantic and South Atlantic regions, 
natural gas from the Marcellus shale 
has significant potential as a reliable, 
domestic, cost-effective source of 
natural gas supply,” he said. 

This view was amplified by the PGC’s 
2008 biennial report, which showed US 
natural gas reserves and estimates of 
undiscovered resources had grown 
significantly, This was because of the 
emergence of technologies that are able 
to unlock newly discovered reserves, 
such as natural gas from shale in the 
Appalachian basin, as well as in the Mid-
Continent, Gulf Coast and Rocky 
Mountain areas, the AGA said in its 
announcement of the committee 
report.�  

 
Source: FERC 
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FERC’s preference for domestic gas supplies spells danger for US LNG terminal projects 
By Jim Brumm 
�� FERC has raised the level of future US domestic gas  supplies to 58.7 trillion cubic metres 
�� New recovery technology and recently discovered res erves, especial oil shale, account for the rise 
�� This will damage its support for LNG terminals, wit h FERC already coming out against Sparrows Point 
�� FERC’s will damage its support for LNG terminals, w ith FERC already coming out against Sparrows Point 
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Source: FERC  
 
Overall, the Gulf Coast, including the 

Gulf of Mexico continental shelf, slope 
and deepwater, remains the country’s 
richest resource area, followed by the 
Rocky Mountain, Atlantic and Mid-
Continent regions, which together 
account for 87% of the 2008 assessed 
traditional resource, the committee’s said 
in a statement. 

Changes in the assessments from 2006 
to 2008 arose primarily from analyses of 
new geological, drilling, well-test and 
production data from these same four 
regions, it continued. 

The largest volumetric and percentage 
increases resulted from re-assessments of 
active and newly developing shale-gas 
plays in the Appalachian basin of the 
Atlantic area, the Arkoma and Fort 
Worth basins of the Mid-Continent area, 
several basins of the Gulf Coast area, and 
the Uinta basin of the Rocky Mountain 
area. 

The committee said the growing 
importance of shale gas was 
substantiated by the fact that, of the 

1,836 tcf (52 tcm) of total potential 
resources – those reserves estimated 
beyond the proven reserves reported by 
the Energy Information Administration at 
the end of 2008 – shale gas accounted for 
616 tcf (33%, 17.4 tcm). 

 
Oversupply 
For those planning and building LNG 
import terminals in North America, this 
brings back memories of the 1980s, when 
a “bubble” of surplus domestic gas 
supplies made imports uneconomical and 
three of the existing four terminals were 
mothballed. 

Like the Potential Gas Committee, US 
LNG import terminals can trace their 
history back to conflicting predictions of 

the nation’s long-term natural gas supply 
during the 1960s. 

Of the 63 North American terminals 
FERC lists in various states of 
discussion, building or operation, eight 
are in operation and six more are under 
construction. 

Sixteen are listed as approved and 9 as 
proposed, while potential sites have been 
identified by project sponsors in the US, 
Canada and Mexico. 

The first North American terminal 
began operation in 1971 in Everett, 
Massachusetts, and has continued to 
operate ever since, supplying LNG by 
barge to meet the peak shaving needs of 
coastal utilities from New York City 
northwards. 

Cover Point, Maryland, and Elba 
Island, Georgia, were built as a result of 
the gas shortages of the mid-1970s and 
began operations late in the decade, only 
to be mothballed in the early 1980s and 
resume operation early in the 21st 
century. 

Operations at the fourth US LNG 
terminal in Lake Charles, Louisiana, 
began in 1982 and were suspended in 
1983 “owing to the high cost of LNG,” 
FERC notes. The terminal resumed 
operations in 1989. 

In April 2008, two more terminals 
went into operation, in Sabine, 
Louisiana, and Freeport, Texas, followed 
by two Sempra terminals – at Baja 
California later in 2008 and Hackberry, 
Louisiana, where the Cameron LNG 
terminal reportedly received its first LNG 
this month. 

In questioning the wisdom of a 
terminal at Sparrows Point in Baltimore 
Harbour, Wellinghoff pointed out that 
the six operating US terminals had 
functioned at 10% of capacity during the 
12 months ended September 2008 and 
said evidence indicated the US remained 
the market of last resort for LNG 
supplies.�

COMMENTARY 

US LNG import terminals 
can trace their history to 
conflicting predictions of 
the nation’s long-term 

natural gas supply during 
the 1960s 
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Indonesia, one of OPEC’s founding 
fathers and a key player in the global 
production of liquefied natural gas 
(LNG) now finds itself caught on the 
horns of the classic dilemma all 
developing world oil and gas producers 
eventually have to face. The country 
finds itself struggling to determine how 
best to satisfy domestic energy demand 
while still leaving sufficient oil and gas 
left over for export. 

This is a circle few hydrocarbon 
producers have managed to square, as it 
involves juggling a number of balls. As 
national revenue rises from the sale of oil 
and gas the domestic demand for energy 
rises as its wealthier citizenry demand 

more cars, electrical consumer goods, 
etc. 

However, given that national oil and 
gas resources are expensive to develop it 
is inevitable that tension between an 
increasingly energy-hungry population 
and the state’s need to earn greater 
amounts of foreign exchange will rise 
until a tipping point is reached. 

 
Delicate balance 
In Indonesia, the tipping point for oil was 
reached some years ago and, partly as a 
consequence, Indonesia’s role as an oil 
producer has diminished to the point 
where last year it elected to leave OPEC 
on the grounds that it was no longer a net 

exporter. 
Now analysts warn that a similar 

tipping point for gas could lie ahead in 
the not too distant future on the heels of 
the government’s decision last week to 
sacrifice LNG exports from its upcoming 
Donggi LNG joint venture in Central 
Sulawesi in favour of satisfying its rising 
domestic market. 

They say the decision, taken for 
politically expedient reasons, could have 
major implications for the rest of the 
country’s LNG industry. 

Indonesia is the world’s third biggest 
LNG exporter, behind Qatar and 
Malaysia. Among the country’s existing 
projects are: the 17 million tonne per 
year Bontang LNG plant in East 
Kalimantan (one of the largest in the 
world) and the 12 million tonne per year 
Arun complex in Aceh province. 

Planned projects include: the BP-led 
7.6 million tonne per year Tangguh 
project; the Kutai Basin natural gas 
project off East Kalimantan; the US$10 
billion Masela project, expected to be 
onstream in 2016; the Natuna D-Alpha 
project, to come onstream in the next 
eight to nine years and the 2 million 
tonne per year Donggi project, which is 
expected to be operational in 2012 or 
2013. 

Yet despite its enormous gas and LNG 
potential, Indonesia has often struggled 
to meet its contractual commitments to 
traditional markets such as Japan, South 
Korea and Taiwan, as a result of its 
policy of switching gas originally meant 
for its external customers to the domestic 
market whenever it is needed.�

COMMENTARY 
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The country has opted to supply its domestic gas demand ahead of the export market 
By Nnamdi Anyadike 
�� Jakarta has decided to prioritise domestic supplies  from the imminent Donggi LNG joint venture 
�� The decision risks alienating investors, who may wa nt to walk away from the US$1.6 billion project 
�� In an effort to draw greater foreign exploration in vestment the government has released 24 new blocks 
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Local logic 
Vice President Jusuf Kalla told local 
media last week that gas from the Senoro 
and Matindok fields in Central Sulawesi 
must be sold to local industries, which 
rely heavily on gas for production, 
particularly local fertiliser producers. 

He said: “We cannot export gas 
overseas, while at the same time our 
industry faces gas shortages. 
Independence in energy is critical.” 

The decision, which Kalla said was 
“final,” is likely to be the death knell of 
the US$1.6 billion Donggi LNG plant, 
which was supposed to be built by a joint 
venture between state-owned oil 
company Pertamina with a 29% stake, 
Medco E&P with a 20% stake and 
Japan’s Mitsubishi Corp. with a 51% 
share. 

The LNG was primarily to be sold to 
markets in Japan. Evaluating the 
decision, Pertamina’s president, Karen 
Agustiawan, said it was still possible that 
the Senoro and Matindok fields could 
supply gas for both the LNG plant and 
the domestic market. He calculated that 
income from the two gas fields could be 
in the region of US$6.4 billion. 

However, this would depend on how 
much gas would be available to Donggi 
and at what price, and how much would 
be made available to the domestic 
market. The company told local media 
that the scheme might work if “at least 
250 million cubic feet [7.08 million cubic 
metres] of gas per day from the Senoro 
field and 85 mcf [2.14 mcm] of gas from 
the Matindok field” were sold to the 

plant at the price of US$17.39 per 1,000 
cubic metres. This would leave 1.98 
mcm of gas from Senoro field to be 
distributed to domestic petrochemical 
companies at US$87.68 per 1,000 cubic 
metres. 

 
Scepticism 
Nevertheless, analysts are sceptical that 
the government will be capable of 
sticking to any agreed ceiling on gas to 
be sold domestically and have noted that 
as a consequence, the Donggi consortium 
may well wish to walk away from the 
project. 

The result would be that the 
government would lose a significant 
amount of revenue potential from the 
project. Yet the government sees little 
alternative other than to satisfy local 
demand, thereby protecting its nascent 
industries by providing cheap energy and 
building up its store of political goodwill. 

There is no doubt that Indonesia has a 
severe energy crisis. At the weekend, the 
Indonesian government released 24 new 
oil and gas blocks for exploration and 
production contracts in a bid to attract 
international investment and boost the 
country’s falling output of oil. 

Proven and probable reserves of oil 
and gas are put at 8.2 billion barrels and 
4.81 trillion cubic metres respectively, 
suggesting exploration could be fruitful. 
Jakarta has set a production target of 
960,000 bpd for this year, but as of April, 
production has been slightly lower at 
956,000 bpd. Gas output has averaged 
220.9 mcm per day in the first six 
months, which is 6,800 cubic metres 
more than the government’s target for the 
year. 

 
Dangerous dilemma 
Yet the dilemma remains – should an oil 
or gas producer sell energy cheaply on 
the domestic market in the hope of 
building up its internal economy or 
should it maximise its revenue potential 
by selling it to overseas buyers? 

Indonesia has decided to go for the 
former, although analysts say the 
government needs to be wary of the 
pitfalls inherent in this strategy and to 
recognise that there is an even worse 
option. 

In its bid to shore up support, a 
government can be tempted to sell 
subsidised oil and gas on the domestic 
market not to build up industries but to 
be frittered away on developed world 
lifestyle items, particularly expanded 
private car ownership. 

In that scenario the government could 
find that domestic praise for a populist 
policy of cheap domestic energy could 
soon turn to blame when the much-
needed forex from its LNG projects starts 
to wind down.�

The US Federal Energy Regulatory 
Commission (FERC) has a new policy on 
how its staff handles CEII – Critical 
Energy Infrastructure Information, 
spokeswoman Tamara Young-Allen said 

in an email. 
From now on, she explained, FERC 

staff would no longer hold technical 
conferences with local politicians and 
citizens to discuss CEII that contained 

proprietary information that would 
require attendees to sign non-disclosure 
statements.�

COMMENTARY 

“We cannot export gas 
overseas, while at the same 
time our industry faces gas 
shortages. Independence in 

energy is critical” 
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FERC chairman Jon Wellinghoff 
initiated the new policy following the 
cancellation of a June 16 technical 
conference scheduled to discuss a 
cryogenic pipeline to be built for the 
offshore LNG facility being proposed for 
Mount Hope Bay. 

The pipeline is being proposed as a 
way to deliver LNG to the proposed 
Weaver’s Cove LNG terminal, so that 
LNG tankers do not have to travel up the 
Taunton River to reach the terminal 
proposed for Fall River, Massachusetts. 

Weaver’s Cove Energy CEO Gordon 
Shearer explained to local reporters that 
approval of the offshore facility would 
eliminate the need to use the currently 
proposed smaller tankers to navigate 

under the Brightman Street Bridge to 
reach the proposed terminal site. 

The offshore facility would be in 
Somerset waters about 1.6 km from the 
nearest shoreline. It would connect to the 
proposed facility via a four-mile, buried, 
insulated, underwater pipeline. 

The proposed offshore berth would 
receive LNG ships, support the LNG 
unloading operations and then move the 
LNG in liquid form through a proposed 
pipeline to the storage tank at the onshore 
facility. 

Announced as a public meeting, 
attendees at the Swansea, Massachusetts, 
session were greeted by Weaver’s Cove 
and FERC officials who insisted that 
every attendee sign a non-disclosure 

agreement. 
Two local politicians – Somerset 

Selectman Lorne Lawless and Democrat 
Rhode Island state representative. 
Raymond Gallison – refused to sign or to 
leave the room, resulting in cancellation 
of the meeting. 

Within two days, Wellinghoff had 
apologised to Gallison and initiated the 
new policy banning confidential 
information from public conferences. 

The Fall River terminal has been 
proposed by Weaver’s Cove Energy, a 
subsidiary of New York City-based Hess 
Corp, a large independent oil company 
with an extensive system of retail 
gasoline outlets in New England and on 
down the US east coast to Florida.�

China imported 7% more liquefied 
natural gas (LNG) in May compared with 
a year earlier, customs figures showed on 
June 22. 

During the month, China imported 
511,017 tonnes of LNG, taking 
advantage of lower prices, which had 
fallen to an average US$186 per tonne. 
This compares with the average US$200 
per tonne that China paid for LNG 
imports during the first five months of 
the year. 

Of the total, China bought 70,646 
tonnes of LNG from Indonesia, 58,804 
tonnes from Equatorial Guinea, 63,285 
tonnes from Russia and the rest from 
Australia. 

The volume from Australia is set to 

rise too, under a contract China National 
Offshore Oil Corp. (CNOOC) and the 
UK’s BP have signed with Australian 
suppliers to fill their LNG import 
terminal in Guangdong. 

Moreover, the pace of growth for LNG 
imports appears to be picking up, with 
four times as many LNG tankers sailing 
into China in the week to June 19 
compared with the previous week, 
according to ship-tracking data AISLive. 
This suggests June could see deliveries 
of the fuel reaching their highest level 
since March. 

LNG prices have fallen on the back of 
lower crude oil prices, which are still 
some 50% lower than a year ago, making 
now a good time to fill tankers. 

Meanwhile, Beijing continues to plug gas 
as a clean source of fuel, holding to 
targets to double the use of gas to 5.3% 
of total energy consumption by 2010. 

At least 10 LNG terminals are being 
built along China’s eastern coast, some 
of them controversial. Eight people died 
last week after an LNG storage tank 
being built on reclaimed land in Nantong, 
Jiangsu province, collapsed. 

The tank was part of PetroChina’s first 
LNG terminal, which is planned to start 
operations by April 2011 and reach full 
capacity of 6.5 million tonnes of LNG 
per year in 2013. It is not clear yet 
whether the accident will delay the 
project.�

COMMENTARY 
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Technip has won a lump sum contract 
from China’s Ningxia Hanas Natural Gas 
to design and build a mid-scale LNG 
plant in Yinchuan, China. 

The plant will include two LNG trains, 
each capable of handling 400,000 tonnes 
per annum and running on Air Products 
liquefaction process technology, and will 
be the largest facility of its kind in China, 
Technip said on June 22. 

The outputs from the plant will be 
supplied to the domestic market, to feed 
China’s growing demand for LNG and 
other forms of clean energy 

The contract award covers the 
engineering, supply of main equipment, 
procurement and construction 
management services for facilities for 
natural gas pre-treatment, liquefaction, 

LNG storage and loading, utilities, 
offsites, buildings and other 
infrastructure. 

The deal will mark Technip’s first 
LNG project to be designed and built in 
the Asia-Pacific region, and also denotes 
a company breakthrough into the mid-
scale LNG market. 

Technip said its operating centres in 
Kuala Lumpur, Malaysia, and Shanghai, 
China, would execute the contract, 
scheduled for completion in the second 
half of 2011. 

Outside of Asia, Technip has been 
heavily involved in major LNG projects 
in Nigeria, Qatar and Yemen. In the 
latter, Technip was a part of the 
consortium which received the 
September 2005 plant construction 

award, partnering with Japan’s JGC 
Corporation and the US’ KBR. 

In Nigeria, Technip is a part of the 
TSKJ Nigeria consortium, which has 
commissioned the six LNG trains at 
Bonny Island, and has also won a 
contract for the first phase of the OK 
LNG project. 

In Qatar, Technip, alongside Japan’s 
Chiyoda Corporation, are the contractors 
for Qatargas 2’s train 5 project, which 
has fallen behind schedule and clocked 
up substantial reported cost overruns. 
The partners are also involved in the new 
twin 7.8 million tonne production trains 
at RasGas III currently under 
construction.�

India’s Ratnagiri Gas and Power 
(RGPPL) has deferred commissioning of 
the Dabhol LNG import terminal until 
after the monsoon season in September. 

“The LNG terminal is mechanically 
complete but commercial commissioning 
has been put off till September. The 
monsoon rains have made it difficult for 
ships to dock at the port during 
monsoon,” said RGPPL managing 
director A K Ahuja. The Dabhol LNG 
import terminal does not have a 
breakwater and is therefore unable to 
operate during adverse weather. 

The company earlier planned to 
commission the terminal by importing a 
spot cargo during May, before the 
monsoon season started in June. 

Ahuja said the company would 
commission the LNG import terminal, 
using one 160,000 cubic metre storage 
tank, by September, while another two 

tanks would be used next year. 
When three tanks are in use, the 

terminal will be able to gasify 5 million 
tonnes of LNG per year. 

RGGPL plans to lease out the entire 5 
million tonne per year gasification 
capacity on a toll basis. 

Eight companies, including Gujarat 
State Petroleum Corporation (GSPC), 
Indian Oil Corporation (IOC), National 
Thermal Power Corporation (NTPC), 
Reliance Industries (RIL), Reliance 
Natural Resources (RNRL) and Essar Oil 
have already submitted expressions of 
interest (EoIs) to use the terminal 
facilities. 

RGPPL will operate and maintain 
gasification facilities at the terminal, 
while the arrangement of LNG cargo, 
transportation, marketing, distribution 
and use of re-gasified LNG will be the 
responsibility of the interested 

party/parties. 
RGPPL expects earn around US$0.60 

per mBtu as a toll fee. 
The company earlier said that in the 

absence of a breakwater, the users could 
only import up to 2.5 million tonnes per 
year of LNG at the terminal between 
October and May, when the tides are low 
in the Arabian Sea. 

The terminal will have to halt imports 
in the monsoon period between June and 
September because of turbulent sea 
waves. 

RGPPL, a joint venture promoted by 
state-run GAIL (India) Ltd and NTPC, is 
reviving the Dabhol project, which was 
abandoned by the bankrupt Enron 
Corporation. The erstwhile power major 
had commissioned part of a 2,150-MW 
thermal power plant (TPP) and built two 
of the three LNG storage tanks at Dabhol 
before the company went bankrupt.�
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Reliance Industries Ltd’s (RIL) D-6 
Block is expected to produce 80 million 
cubic metres per day by December. This 
surge in output is expected to put the 
liquefied natural gas (LNG) spot market 
under pressure. 

Indian Petroleum Secretary RS Pandey 
recently confirmed that gas production 
from the block, located in the Krishna-
Godavari (KG) Basin, would increase in 
phases to hit the target. 

RIL began producing gas from the 
field in the KG Basin in March. Until last 
month RIL was producing slightly more 
than 15 mcm per day of gas, which it 

supplies to fuel-starved fertiliser and 
power firms. 

However, the company has boosted 
gas production from D-6 to about 28 
mcm per day and is now in a position to 
take this to 42 mcm per day. 

It is understood that the major buyers 
of spot LNG cargoes in India, including 
RIL, are willing to shift to D-6 gas if the 
central government allows for gas to be 
deregulated. Industry sources revealed 
that New Delhi might approve gas 
deregulation by September. 

India imports about four to five spot 
cargoes every month, which amount to 

about 10-14 mcm per day of gas at 
Hazira and Dahej in India’s western state 
of Gujarat. The prime consumers of spot 
LNG are Reliance, Essar, Gujarat State 
Petroleum Corp. (GSPC) and NTPC. 

Industry sources believe that Essar and 
GSPC have already shown interest in 
buying D-6 gas instead of spot, while 
NTPC, which has an unresolved legal 
dispute with RIL, has also recently 
agreed to buy gas from the latter. 

Available figures suggest that the cost 
of LNG on the spot market and from D-6 
is nearly the same, at about US$152.13-
165.96 per 1,000 cubic metres.�

Osaka Gas and Kansai Electric Power 
said the total volume of LNG received at 
their jointly operated Himeji LNG 
terminal in Himeji City, western Japan, 
had topped 100 million tonnes. 

The Himeji LNG terminal’s imports 
exceeded the landmark level of 100 
million tonnes when the Northwest 
Swan, an LNG carrier, arrived there from 
Australia. 

Since the LNG Gemini, the first LNG 
carrier transporting the fuel to the Himeji 
LNG terminal, arrived from Indonesia in 
February 1979, the terminal has received 
LNG from 12 countries. 

The amount of 100 million tonnes is 

equivalent to about 8% of the nation’s 
cumulative LNG imports. 

At present, the terminal has 15 LNG 
storage tanks with a total capacity of 1.26 
million cubic metres and 14 vaporisers. It 
imports LNG primarily from Indonesia, 
Australia, Malaysia, Qatar, Oman and 
Brunei. 

The Himeji LNG terminal is Japan’s 
third to reach the landmark import level 
of 100 million tonnes in the past six 
months. 

In December 2008, Tokyo Electric 
Power and Tokyo Gas said the total 
volume of LNG received at their jointly 
operated Negishi LNG terminal in 

Yokohama City had reached 100 million 
tonnes. 

In April, Tokyo Electric Power said 
that its Futtsu LNG terminal in Futtsu 
City had achieved the landmark import 
volume. 

Resource-poor Japan imports almost 
all of its natural gas, as well as crude oil, 
and is by far the biggest LNG importer in 
the world. 

Osaka Gas, based in Osaka City, is 
Japan’s second largest gas utility after 
Tokyo Gas, while Kansai Electric Power, 
also based in Osaka City, is the nation’s 
second biggest electric utility after Tokyo 
Electric Power Co.�
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Malaysia’s national oil corporation, 
Petronas, said its LNG production 
dropped slightly to 22.3 million tonnes 
last year from 22.5 million tonnes in 
2007 because of increases in unplanned 
downtime. 

It said 60%, or 13.4 million tonnes, of 
output from the Petronas LNG Complex 
at Bintulu on Borneo was exported to 
Japan, 27.4%, or 6.1 million tonnes, went 
to South Korea and 11.7%, or 2.6 million 
tonnes, was sent to Taiwan. 

The remainder of the LNG was 
supplied to China and India, mostly 
under long-term contracts, Petronas said. 

Announcing its 2008 results, Petronas 
said its market share in Japan, South 
Korea and Taiwan declined to 19%, 22% 
and 30% respectively. 

The corporation has maintained its 

LNG plant reliability at a high level of 
96.1%, ensured a strong track record of 
deliveries to customers. 

Petronas subsidiary ASEAN LNG 
Trading sold a total of 14 LNG cargoes, 
or 900,000 tonnes, from Egypt, Oman, 
Belgium and Trinidad & Tobago during 
the year. 

Meanwhile, the de-bottlenecking of the 
MLNG Dua plant at Bintulu, which aims 
to increase production capacity by 1.2 
million tonnes per year, is progressing 
well. 

Upon completion in the second quarter 
of 2010, Petronas LNG will have a total 
liquefaction capacity of 24.2 million 
tonnes per year. 

Petronas also acquired a 40% stake in 
the Gladstone LNG project in Australia 
from Santos during the year, its first 

investment in coal-bed methane assets. 
Meanwhile, Petronas reported a 15.5% 

drop in net profit to US$15.3 billion for 
the year ending 31 March 2009, despite a 
16.3% increase in revenue to US$77 
billion. 

Petronas said its profitability had been 
affected by the low-price and high-cost 
environment which persisted during the 
second half of the financial year. 

LNG sales contributed 487.5 billion 
ringgits (US$137.9 billion) to 2008 
revenues, up 38.2% from the previous 
year. 

LNG sales volumes were steady at 25 
million tonnes, but Petronas benefited 
from higher prices, which rose to 
US$564.37 per tonne from US$415.07 
per tonne the previous year, an increase 
of 36%.�

A representative of Gazprom, the 
Russian gas giant, said last week that he 
expected Sakhalin Energy, the joint 
venture that is developing Russia’s 
offshore Sakhalin-II block, to boost its 
liquefied natural gas (LNG) exports to at 
least 5 million tonnes this year. 

This would represent an increase of 
nearly 67% on the originally planned 
level of 3 million tonnes, said Alexander 
Medvedev, deputy CEO of Gazprom and 
the head of Gazprom’s export arm, 
Gazpromexport. The Russian gas 
monopoly is the operator of the Sakhalin-
II project. 

Sakhalin Energy began exporting LNG 
in March, after some delay. The 
consortium has said it expects to send 
most of its LNG production to customers 
in Asia, particularly Japan. (Companies 
based in Japan have already contracted to 

buy 65% of the LNG produced by 
Sakhalin Energy’s LNG plant in 
Prigorodnoye, which has a design 
capacity of 9.6 million tonnes per year.) 

The additional production, if it 
materialises, will be a welcome boost to 
Moscow’s position as an energy supplier 
to the Asia-Pacific region. It will also 
enable Gazprom to diversify away from 
Europe, which is currently its main 
export market. 

The Prigorodnoye plant has an 
advantage in that it lies close to Asia, 
meaning that it can deliver LNG to its 
Asian customers much more quickly than 
competitors in Qatar or Indonesia. 
Gazprom estimates that LNG cargoes 
from Sakhalin can be shipped to South 
Korea within three days, compared to a 
week from Southeast Asia and 15 days 
from the Middle East. This proximity 

will push down transit costs for Asian 
consumers. 

The LNG component of the Sakhalin-
II project marks Russia’s formal entrance 
into the global LNG market. Originally, 
Sakhalin Energy was scheduled to begin 
exporting LNG by the end of 2007. 

Owing to various factors, however, the 
LNG plant did not come online until 
February 2009. It then loaded its first 
cargo in late March, sending LNG to 
Tokyo Gas Co. and Tokyo Electric 
Power Co. (TEPCO). 

About 50 cargoes will be shipped from 
the Prigorodnoye plant this year. When 
the Prigorodnoye plant reaches full 
capacity in 2010, the number of cargoes, 
each of which carries about 145,000 
cubic metres, is expected to rise to 
160.�
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Dragon LNG has underlined that despite 
strike action it is still on target to meet its 
revised mid-2009 start-up date for the 
company’s new 6 billion cubic metre per 
year gas import facility at Milford 
Haven, Wales 

“Mid-2009 is still the most up-to-date 
expectation for completion of the 
terminal,” the company said in an e-
mailed statement reported by Platts on 
June 23. 

The terminal had originally been 
scheduled for an end-of-2007 start, but 
has been put back several times, and has 
been affected by several strikes this year. 

The nearby South Hook LNG terminal, 
also located at the deepwater Milford 

Haven, received its first cargo in March 
2009, from the fourth train at Qatar’s 
Qatargas, and was officially opened in 
May. 

Building work is still underway to 
expand the facility from its current 10.5 
billion cubic metre per year capacity to 
21 billion cubic metres a year. 

Dragon LNG is a joint venture 
comprising Dutch 4Gas, Malaysia’s 
Petronas and the UK’s BG Group. The 
South Hook LNG consortium consists of 
Qatar Petroleum, ExxonMobil and Total. 

Dragon LNG, South Hook LNG and 
various power plants around the UK have 
all seen workers walk out for limited 
periods this year in industrial action 

related to an ongoing dispute over layoffs 
and foreign workers at the Total-operated 
Lindsey oil refinery in the UK. 

Dragon LNG confirmed to Platts that 
some workers have left the project this 
week, following walkouts at South Hook 
on June 19. 

“Some of our contractors have left site. 
We understand this is in support of 
industrial action elsewhere in the UK,” 
the statement was quoted as saying. 

A spokeswoman for Dragon was 
unable to confirm the number of workers 
involved in the industrial action, but told 
Dow Jones Newswires that operations at 
the terminal would continue as normal.�

Polish State Oil and Gas Prospecting 
(PGNiG) is set to sign a long-term LNG 
supply agreement with Qatar’s Qatargas 
on June 29, the Polish Treasury Ministry 
said. 

Treasury minister Aleksander Grad 
said that the exact date when imports 
would commence would be conditional 
on the completion of an LNG terminal in 
Swinoujscie in northern Poland, Polish 
state radio reported on June 23. 

“This is 1.5 billion cubic metres [per 
year] under a long-term agreement, with 
roughly 1 billion in spot deliveries. The 
timetable is strictly connected to the 
construction of the LNG terminal,” he 
was quoted as saying. 

Grad stressed that the contract with 

Qatargas was one of the main thrusts of 
Poland’s strategy to diversify natural gas 
imports to attain increased energy 
security over the next decade. Currently, 
Poland is dependent on imports from 
Russia. 

Over the past few years, Gazprom has 
directly and indirectly sold Poland about 
9 billion cubic metres per year of gas, 
which cover almost two-thirds of 
domestic consumption. 

The situation will begin to change in 
about five years, as the start date for 
deliveries from Qatar has been set for the 
second half of 2014. 

Fuel will be shipped via tankers to the 
planned terminal, which has been 
entrusted to GazSystem and its Polskie 

LNG company, which have secured 
construction work on the terminal. 

The GazSystem group will cover up to 
20% of the total planned expenditure of 
600 million euros (US$838 million), 
while the remainder could be borrowed 
from commercial banks and multilateral 
development banks, reports have said. 

Polish radio said on June 22 that the 
planned gas terminal was not expected to 
damage the natural environment, 
according to the regional environmental 
protection agency. 

The director at the Regional Office for 
Environmental Protection, Przemyslaw 
Lagodzki, said the project “will not 
negatively affect the natural 
environment, on land and in water.”�
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Israel this week issued a tender for a 
liquefied natural gas (LNG) terminal, as 
the country seeks to diversify its energy 
import options. 

The government has been 
contemplating LNG imports for several 
years and had been expected to issue a 
tender to build an LNG receiving station 
sooner. 

The new plant, the first of its kind in 
the country, would have a daily 
processing capacity of about 16 million 
cubic metres. 

Currently, Israel receives a large 
proportion of its growing gas 
requirements from Arab rival Egypt 
through pipeline under a 20-year 

agreement launched in 2005. 
The discovery of large volumes of gas 

offshore earlier this year has significantly 
improved Israel’s energy choices, though 
the tender reflects a reality that the 
country may still need to buy in gas from 
overseas in addition to this. 

US-based company Noble Energy 
identified some 88 billion cubic metres 
of gas at the Tamar offshore drilling site 
– 90 km off the Israeli northern port of 
Haifa – at the start of 2009. 

It is partnered by a clutch of Israeli 
firms, including Isramco Negev, Avner 
Oil Exploration, Delek Drilling and Dor 
Gas Exploration. 

The group has yet to disclose 

development plans, though all sides are 
keen to move ahead on a fast-track basis. 
The new LNG plant could, in theory, 
take some of the gas from Tamar and 
another recent discovery site at Dalit. 

Israel already gets some gas from the 
Yam Thetis group, which is producing 
from another offshore site. 

Israel’s finance and national 
infrastructure ministries said in a joint 
statement that the winning bidder would 
develop the LNG plant on a build-
operate-transfer (BOT) basis, on a 20-30 
year term. The deadline for bids is mid-
September. 

The project is estimated to cost in the 
region of US$400 million.�

Kuwait has signed a contract with Shell 
for the supply of liquefied natural gas 
(LNG), with imports set to commence at 
the beginning of August. 

According to Kuwait’s state news 
agency, Kuna, the deal will see Shell 
supply gas to Kuwait Petroleum 
Corporation (KPC). Its report cited 
KPC’s managing director of international 
marketing, Abdullatif al-Houti. 

A Shell spokeswoman subsequently 
confirmed the LNG sales and purchase 
agreement to Reuters. 

No details were available, however, as 
to how much gas Kuwait would import, 
though the country has been building 
storage facilities for about 500 million 
cubic feet per day (14 mcmpd). 

The new gas will be used to drive 
turbines in the country’s power stations. 
Kuwait is not producing sufficient gas of 
its own to keep up with rising internal 
demand. 

KPC officials have been negotiating 
for LNG imports from Qatar for some 
time, though no deal has yet been 
reached, leaving the door open for Shell. 

A source close to KPC told Reuters 
that Kuwait was in a strong position as a 
buyer given the current state of the global 
gas market. 

“There is more supply than demand in 
the LNG market now,” the source told 
Reuters. 

“Negotiations with Qatar are still 
ongoing but Kuwait needs gas now 

because demand for electricity has 
increased a lot over recent years.” 

The new gas from Shell will help the 
country meet its peak power demand this 
summer as air conditioning units are 
switched on to keep the country cool. 

With deep involvement in the global 
gas business, Shell is well positioned to 
take advantage of Kuwait’s plight and 
could bring gas in from a wide range of 
places, including potentially Qatar and 
Oman. 

As well its latest agreement with 
Kuwait, Shell also has a small LNG 
supply deal in place with Dubai and is to 
study gas import options for Bahrain.�
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Africa-focused gas group Gasol has 
entered into a direct joint venture 
agreement with the national gas company 
of Equatorial Guinea, Sociedad Nacional 
de Gas, G.E. (Sonagas). Together, the 
companies are now planning to monetise 
the gas being produced from the Zafiro 
Development Area (ZDA), Block B 
which is currently being developed under 
the terms of a production sharing 
contract for Block B, Offshore NW 
Bioko. The move comes after African 
Gas Development Corporation (Afgas) 
assigned its rights and obligations under 
the joint venture to Gasol. Sonagas and 
Afgas created the joint venture in 2007 
with a specific focus on the ZDA. Late 
last year, Sonagas signed a deal over the 
ZDA with the Ministry of Mines, 
Industry and Energy, Empresa Nacional 
de Petroleos de Guinea Ecuatorial, and 
Exxon Mobil's Equatorial Guinea 
subsidiary, Mobil Equatorial Guinea Inc. 
As a result, the gas is now committed to 
the joint venture as part of the deal and a 
follow-on Gas Supply Agreement is 
currently being negotiated with Mobil 
Equatorial Guinea as Block B operator to 
consolidate the overall programme. 
Soumo Bose, the chief executive of 
Gasol, said: “We are excited about the 
prospects of building a sustainable gas 
business in Equatorial Guinea which has 
a well developed gas, LNG and methanol 
infrastructure, with ambitions to expand 
capacity.” 

SMALLCAPNEWS, June 23, 2009 
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Despite renewed calls for the probe of 
the culprits of Halliburton scandal, the 
path to justice on this international 
scandal is still shrouded in a mystery. 
More than three months after the 
intervention of the National Assembly as 
well as countless petitions to the 

Economic and Financial Crimes 
Commission (EFCC) over this scam, the 
way forward in the perception of many, 
is still confusing, fuelling fears of 
abortive investigations in the end. The 
Halliburton scandal involved the 
exchange of US$180 million bribe 
between officials of a United States firm, 
Halliburton and top Nigerian officials. 
The US$180 million bribe was allegedly 
paid to Nigerian officials by Kellogg 
Brown & Root, a subsidiary of 
Halliburton, to facilitate four Liquefied 
Natural Gas (LNG) contracts worth 
US$6 billion at Bonny Island between 
1994 and 2004 in violation of Foreign 
Corrupt Practices Act. Consequently, the 
US government had arraigned Americans 
involved in the case, while Halliburton 
had equally agreed to pay US$559 
million as a fine for the sin of bribe 
perpetrated by its officials in Nigeria. 
The Halliburton scandal which ran for a 
period of ten years, beginning from 1994, 
when the late dictator, General Sani 
Abacha, was head of state, to 2004, when 
the scandal broke out during the second 
term of former President Olusegun 
Obsanjo, became a fresh international 
scandal, in London on March 19, this 
year, when Obasanjo appeared on a BBC 
programme, “Hardtalk.” 

THIS DAY ONLINE, June 23, 2009 
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Determined to make a lasting 
contribution to the supply of gas to the 
Nigerian liquefied Natural Gas (LNG), 
Total Exploration and Production is 
planning to deploy an extensive gas 
network from all its operational fields. 
To this extent, it has initiated an onshore 
strategy to supply the first liquefaction 
trains to the Bonny complex of LNG, and 
this creating a network which has also 
been extended into the deep offshore to 
coincide with the scheduled start-up of 
the future liquefaction trains of NLNG. 
Many of Total’s Nigerian developments 
– whether already in operation, under 
construction or on the drawing board – 
have been designed for combined 

production of both oil and associated gas. 
The group deploys its expertise at 
ensuring a sustainable development of 
the country’s energy resources in the 
onshore, offshore and deep offshore 
environments of the Niger Delta. At 
stake are the emergency of a gas export 
system to the Bonny Island plant, and a 
huge potential supply of gas. 

BUSINESS DAY, June 23, 2009 
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Osa Ogiemwonyi had a glorious career at 
the Nigerian National Petroleum 
Corporation where he served for 34 years 
before retirement after attaining the 
position of group executive director, 
exploration and production. Recently, 
Adibe Emenyonu encountered this 
quintessential professional, seasoned 
technocrat and philanthropist As he 
retires from the stable of the nation's oil 
company, the words of former United 
States of America president, Harry 
Truman, readily comes to mind. “Do 
your duty and history will do you 
justice.” No doubt, Chris Ogiemwonyi, 
an engineer has done his duty and that 
was why who is who in Benin kingdom 
gathered recently to stand on the side of 
history to honour him most deservingly. 
Even when he was posted to Nigerian 
Petroleum Development Company as 
managing director in 2003, his culture of 
excellence did not diminish as production 
quickly rose from 20,000bpd to 
70,000bpd. This enabled him chair 
strategic alliance projects which included 
NPDC and Agip Energy Nigeria Limited 
and the PMC of OML 64 and 65 projects 
with SINOPEC of China. Ogiemwonyi 
became managing director of Nigerian 
Gas Company [NGC] in 2005. Like 
someone with a mission to excel, he 
increased gas supply to major local 
customers, like PHCN, SNG, Gaslink, 
WAPCO Sagamu and Ewekoro. Under 
his leadership, NGC coordinated the 
West African Gas Supply Project 
(WAGP) to Benin Republic, Togo and 
Ghana amongst others.�  
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He also directed the Trans-Sahara Gas 
Project [TSGP], the US$2 billion scf/d 
supply from Nigeria through Algeria to 
Europe. Ogiemwonyi was appointed 
group executive director (GED) in 2007, 
thus putting him in charge of NNPC 
group of companies and subsidiaries 
which include NAPIMS, NGC, NPDC, 
Crude Oil Marketing Division (COMD), 
Nigerian Content Division [NDC], LNG 
and Power Division, and Integrated Data 
Services (IDSL). 

THIS DAY, June 23, 2009 
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The region in 2008 consumed an 
estimated 107 billion cubic metres (bcm), 
with demand of 177bcm targeted for 
2013. Production of an estimated 
211bcm in 2008 should reach 356bcm in 
2013, which implies net exports rising 
from an estimated 104bcm in 2008 to 
179bcm by the end of the period. Nigeria 
in 2008 consumed an estimated 12.11% 
of the region’s gas, with its market share 
forecast at 28.20% by 2013. It 
contributed an estimated 18.93% to 2008 
regional gas production and, by 2013, 
will account for 21.06% of supply. We 
are assuming 2.9% growth in 2010, 6.9% 
in 2011, 6.0% in 2012, followed by 7.4% 
in 2013. We expect oil demand to rise 
from an estimated 368,000b/d in 2008 to 
458,000b/d in 2013, representing up to 
3%-5% annual growth. State-owned 
Nigerian National Petroleum Corporation 
(NNPC) accounts for more than 50% of 
oil production and over 40% of gas 
supply, but has a large number of 
international oil company (IOC) partners 
contributing to a forecast rise in oil and 
liquids production from an estimated 
2.18mn b/d in 2008 to 2.70mn b/d by 
2013 – subject to rebel attacks on 
infrastructure and OPEC quota policy. 
Gas production should reach 75bcm by 
2013, up from an estimated 40bcm in 
2008. Consumption is expected to rise 
dramatically from around 13bcm to 
50bcm by the end of the forecast period, 
allowing exports of no more than 25bcm. 
This threatens the country’s liquefied 

natural gas (LNG) export business unless 
fresh supplies can be located and 
developed. Between 2008 and 2018, gas 
production is expected to rise to 110bcm 
by the end of the period. With demand 
rising by 423.1% between 2008 and 
2018, there should be export potential 
increasing to 42bcm, largely in the form 
of LNG. 

PR-INSIDE, June 23, 2009 
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Construction on the world’s largest plant 
to convert landfill gas into clean vehicle 
fuel is nearing completion. As start-up 
approaches, joint venture partners Linde 
North America and Waste Management 
will share project details during a 
presentation and discussion on June 23 at 
the National Biomethane Summit in 
Sacramento, California. Linde North 
America is a member of The Linde 
Group, one of the world’s leading gases 
and engineering companies; Waste 
Management is North America’s largest 
waste management company. The 
companies are installing systems to 
purify and liquefy landfill gas, a source 
of renewable biomethane fuel, at the 
Altamont Landfill near Livermore, 
California. When the plant begins 
operating later this year, it is designed to 
produce up to 13,000 gallons a day of 
liquefied natural gas that could fuel 
hundreds of waste collection trucks in 
California. 

LINDE/WASTE MANAGEMENT, 
June 23, 2009 
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Guangdong Port in southern China 
imported 1.40 million tons of liquefied 

natural gas (LNG) in the first five months 
of 2009, up 27.4% from the same period 
last year, state media reported on June 
24. The growth of LNG imports is 
primarily attributable to this year's falling 
gas prices, which has given local 
consumers, especially power plants, the 
incentive to consume more spot 
shipments than they did last year, Deng 
Ziyi, a gas analyst with Guangdong Oil 
and Gas Net, told Interfax. The average 
price of the imported LNG between 
January and May was US$174.7 per ton, 
down by 31.9 % year-on-year, according 
to Shanghai Securities News, which cited 
the latest statistics from Guangdong 
Customs. Meanwhile, the average LNG 
import price in May was US$270.70 per 
ton, a drop of US$15.60 from May 2008. 
Guangdong imports LNG primarily from 
Australia, which supplied the province 
with 1.16 million tons over the first five 
months. 

INTERFAX, June 24, 2009 
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India's Petronet LNG will import five 
spot LNG cargoes between July and 
October, its chief executive said on 
Thursday. “We have tied up 10 cargoes 
from various places between April and 
October. Five have already been sold and 
five are yet to come,” P. Dasgupta said, 
referring to five it had imported and sold. 
He said the spot cargoes are priced at less 
than US$5 per million British thermal 
unit. 

REUTERS, June 25, 2009 
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Japanese buyers have extended the Heads 
of Agreement (HoA) for the sale of gas 
from the planned Donggi-Senoro LNG 
plant, allowing the government and the 
plant's builder to continue talks over 
LNG sales.�  
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“They've given us more time to continue 
negotiations with the government,” 
Lukman Mahfoedz, project director at PT 
Medco Energi Internasional, said on Jun 
23. Medco is a member of the 
consortium that established PT Donggi 
Senoro LNG, the company that will 
construct and operate the liquefied 
natural gas plant. Medco holds a 20% 
participating interest in the project, while 
state oil and gas company PT Pertamina 
holds 29% and Japan's Mitsubishi 
Corporation has a controlling 51% stake. 
The consortium signed the HoA with 
Japan's Kansai Electric Power Co. Inc 
and Chubu Power Co. Inc at the end of 
February this year, with each company 
set to be given 1 million tons of LNG a 
year for 15 years, starting from 2012. 
However, the contract and the overall 
LNG plant project's continuity have been 
rocked by Vice President Jusuf Kalla's 
announcement last week that gas from 
the Senoro and Matindok fields, intended 
to supply the plant, must be sold to 
domestic industries. Medco, through its 
subsidiary PT Medco E&P, owns 50% of 
the Senoro field, with Pertamina holding 
the remainder. Pertamina fully owns the 
Matindok field. Lukman has repeatedly 
said the consortium believes the 
combination of exports and domestic 
supply is the most economically viable 
method for the development of the 
Senoro and Matindok fields. “We will 
continue our dialogue with the 
government; the Japanese buyers want to 
give us time for this because Pertamina 
has been supplying LNG to Japan for 30 
years [through other LNG plants],” 
Lukman said. This is the second time the 
HoA has been extended. It should have 
initially expired on March 31, but the 
buyers agreed to extend it to the end of 
June, Pertamina president director Karen 
Agustiawan said on June 10. Lukman 
declined to mention the due date for this 
latest HoA extension set by Kansai and 
Chubu. “They expect us to complete the 
negotiations as soon as possible,” he 
said. Despite the ongoing talks with the 
government, the consortium has not 
revised its time line for the Donggi 
Senoro plant to go onstream. “We're still 

targeting the plant to start producing 
LNG by between 2012 and 2013, “ 
Lukman said. “There are many projects 
to complete in 2013, so if we don't finish 
this project by 2013, the buyers will seek 
other sources.” The consortium insists 
the LNG sales agreement with Kansai 
and Chubu is the best contract. Lukman 
said that with the Japan Crude Cocktail 
price of US$70 per barrel, the LNG price 
for Kansai and Chubu would be $10.90 
per MMBTU (million British thermal 
units). 

THE JAKARTA POST, June 24, 
2009 
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Japan’s crude oil imports fell in May for 
a seventh month on sluggish fuel demand 
for automobiles and for p ower 
generation at factories. Japan, the world’s 
third-biggest oil consumer, shipped in 
15.05 million kiloliters, or about 3.05 
million barrels a day, last month, down 
18.8% from a year earlier, a finance 
ministry preliminary trade report released 
in Tokyo on June 24 shows. Imports of 
liquefied natural gas declined 18.9% in 
May to 4.23 million metric tons. 

BLOOMBERG, June 24, 2009 
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Tokyo Electric Power Co and Osaka Gas 
Co. are among three Asian customers 
signed by Exxon Mobil Corp to buy 
LNG from its US$12.5 billion venture in 
Papua New Guinea. Miles Shaw, an 
Exxon spokesman in Port Moresby, 
confirmed by e-mail that bo th utilities 
are among the customers. The company 
said in a statement on June 22 it had 
reached “commercial terms” with three 
Asian buyers for 4.3 million metric tons 
of LNG a year. Tokyo Electric 
spokesman Masayuki Kishino and Osaka 
Gas’s Toru Kinukawa each confirmed 
the talks when reached by phone, 
declining to say how much LNG the 

utilities may buy. The world LNG market 
is likely to face supply shortages around 
2013 as new projects fail to keep pace 
with demand, according to Wood 
Mackenzie, a U.K. energy research and 
consulting company. China Petroleum & 
Chemical Corp., the nation’s second-
biggest oil company, said last month it 
was in talks to buy 2 million tons a year 
of the fuel from the Exxon-led project. 
The company, known as Sinopec, is a 
potential buyer apart from the three 
Asian utilities, Exxon’s Shaw said. 
“Japan should diversify its supply 
sources as demand for cleaner-burning 
natural gas is expected to grow,” Satoshi 
Waseda, a research director at Mitsubishi 
Research Institute Inc., said by phone 
from Tokyo today. “With aggressive 
buying and strong demand from China 
and India, Japan could face difficulty 
renewing some contracts.” Exxon and its 
five partners may approve Papua New 
Guinea’s largest investment before the 
end of this year, Oil Search Ltd., one of 
the holders, said in a statement on June 
15. They will start construction in early 
2010, according to the Port Moresb y- 
based Oil Search. “This is a key 
milestone in the project’s schedule, with 
delivery of LNG to the market expected 
to commence in late 2013 or early 2014,” 
Ron Billings, vice president of LNG, 
Exxon Mobil Gas & Power Marketing 
Co., said in the statement. 

BLOMBERG, June 22, 2009 
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State-run CPC Corp, Taiwan is in talks 
with Exxon Mobil Corp to buy liquefied 
natural gas (LNG) from its US$12.5 
billion venture in Papua New Guinea, 
spokesman and vice president Lin Maw-
wen said by telephone yesterday. The 
pending deal is among more than 10 
proposed projects in Australia and Papua 
New Guinea seeking to tap a forecast 
increase in demand in North Asia for 
cleaner-burning fuels.�  
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Overseas LNG shipments account for 
more than 95% of Taiwan’s natural gas 
supplies, and CPC is the nation’s only 
importer of the fuel. Miles Shaw, an 
Exxon Mobil spokesman in Port 
Moresby, declined to comment when 
reached by telephone. Exxon Mobil said 
on June 22 it had reached “commercial 
terms” with three Asian buyers, 
including Tokyo Electric Power Co and 
Osaka Gas Co, for 4.3 million tonnes of 
LNG a year. China Petroleum & 
Chemical Corp is a potential buyer apart 
from the three Asian utilities, Shaw said 
on June 22. CPC has multi-year contracts 
to buy LNG from Indonesia, Malaysia 
and Qatar. Its deal with Indonesia will 
expire this year. The firm signed an 
accord with Woodside Petroleum Ltd of 
Australia in November 2007 for 
purchases of as much as 3 million tonnes 
of LNG a year, with deliveries starting in 
2013 at the earliest. Exxon Mobil and its 
five partners may approve Papua New 
Guinea’s largest investment before the 
end of this year, Oil Search Ltd, one of 
the holders, said in a statement on June 
15 last week. They would start 
construction early next year, according to 
Port Moresby-based Oil Search. 

BLOOMBERG, June 24, 2009 
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The A$50 billion Gorgon liquefied 
natural gas project in Western Australia 
has been granted temporary permission 
to jointly market domestic gas, despite 
objections from big gas buyers such as 
Alcoa and Wesfarmers, The Australian 
reported. The Gorgon partners had 
threatened to delay approval of the 
massive project if the Australian 
Competition and Consumer Commission 
did not grant interim authorisation to 
jointly market the gas. Late yesterday, 
the ACCC said the three partners, 
Chevron, Shell and Exxon Mobil, could 

jointly market their gas, provided they 
had ring fencing agreements audited. 
WA's DomGas Alliance, which 
represents the state's gas buyers and 
transmitters, is concerned a joint 
marketing agreement will extend the 
marketing power of the North West 
Shelf, which provides 70% of the state's 
gas and which jointly markets its gas. 
Chevron and Shell are both partners in 
the Woodside-run North West Shelf. 
“The (Gorgon) joint venture participants 
need to engage with the market before 
making a final investment decision in 
relation to this major capital investment,” 
ACCC chairman Grant Samuel said. 
Gorgon operator Chevron is targeting a 
decision later this year on the project, 
which will be the nation's most expensive 
development to date. Gorgon, which 
Chevron plans to have in production in 
2014, will produce 15 million tonnes a 
year of export LNG from three 
production trains on Barrow Island. 

THE AUSTRALIAN, June 25, 
2009 
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Santos says an agreement to sell 2 
million tonnes of liquefied natural gas 
(LNG) from its Gladstone plant, in 
central Queensland, is a crucial milestone 
for the project. Santos Gladstone LNG 
president Rick Wilkinson says a 
guaranteed sales agreement was needed 
for a project of this size to progress. He 
said the gas will be sold to the Malaysian 
firm, Petronas. “We are well passed half-
way - this is, as I said, an essential part 
for us,” he said. “We had planned for this 
to be completed by the end of this year, 
so we are already six months ahead of 
where we thought we would be with 
regard to the sale of LNG.” 

ABC NEWS, June 19, 2009 
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The ExxonMobil-led Papua New Guinea 

liquefied natural gas (PNG LNG) joint 
venture is poised to finalise sales for 
remaining production from the US$12.5 
billion project. The joint venture has 
“reached alignment on commercial 
terms” for the sale of about 4.3 million 
tonnes of LNG per annum to three major 
Asian buyers, project participants Oil 
Search Ltd, Santos Ltd and ExxonMobil 
said in separate statements. Oil Search 
managing director Peter Botten said it 
was “a major achievement,” 
underscoring the project's likelihood of 
delivering first gas in 2013/14 and 
building momentum for a final 
investment decision (FID) in late 2009. 
The announcements follow a non-
binding agreement signed with Sinopec 
in April for 2Mtpa of LNG from the 
project, which is subject to approval by 
the buyer government. Oil Search said 
last month that it was in detailed talks for 
long-term sales deals for the remainder 
of production from the 6.3Mtpa project, 
and pledged to secure these by mid-year. 
Santos, Australia's third largest oil and 
gas producer, described the new, 
unfinalised sales deals as a “key 
marketing milestone,” with chief 
executive David Knox saying they were 
“a significant step forward” for the 
project. 

ASIA PULSE, June 22, 2009 
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Oil Search Ltd. may sell shares and a 
stake in the Exxon Mobil Corp-led 
liquefied natural gas project in Papua 
New Guinea to help fund its portion of 
costs, Royal Bank of Scotland Group Plc. 
said. The second-biggest stakeholder in 
the venture may need to sell up to 
US$700 million in shares and a 
small%age of its interest to meet its 
funding obligations, Sydney-based 
analysts led by Jason Mabee said in a 
June 22 report. Oil Search spokeswoman 
Ann Diamant declined to comment when 
reached by phone in Sydney.�  

NEWS IN BRIEF 



���1����������
���� $��2����$**3��,��4�$�� ��5��)&�

 Copyright © 2009 NewsBase Ltd. 

 www.newsbase.com  Edited by Richard Lockhart 

All rights reserved. No part of this publication may be reproduced, redistributed, or otherwise copied without the written permission of the authors. This includes internal distribution. All 

reasonable endeavours have been used to ensure the accuracy of the information contained in this publication. However, no warranty is given to the accuracy of its contents 

 

Exxon and its partners, which include 
Santos Ltd., may give the go-ahead to 
build the US$12.5 billion project later 
this year, the venture operator said 
yesterday. Talks have started to supply 
LNG to Japanese utilities Tokyo Electric 
Power Co., Osaka Gas Co., China 
Petroleum & Chemical Corp. and 
Taiwan’s CPC Corp. The venture plans a 
two-production-unit gas liquefaction 
plant near Port Moresby, the capital, with 
gas sourced from the South Pacific 
nation’s highlands. The project will have 
a capacity to produce 6.3 million tons of 
LNG a year. 

BLOOMBERG, June 23, 2009 
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Chevron Corporation has awarded more 
than US$1 billion of contracts for the 
planned Gorgon liquefied natural gas 
project in Western Australia, driving the 
venture closer to a final investment 
decision by its partners this year, 
Bloomberg reported. The latest contract 
for the 15million tonnes a year venture 
was for a construction village on Barrow 
Island valued at $500m, Chevron 
spokeswoman Nicole Hodgson said. The 
neighbouring Pluto project is more than 
65 % complete, with more than 100 of 
the 263 production modules delivered, 
Woodside Petroleum chief executive 
Don Voelte said. Pluto and Gorgon are 
some of the most advanced LNG projects 
being planned. The ventures in Australia 
and Papua New Guinea could more than 
double the region's output of about 20 
million tonnes a year at existing projects 
in the North West Shelf and Darwin. 
Work on Barrow Island will start after 
Gorgon gets all the needed approvals 
from the government and venture 
partners. The Chevron-led venture might 
approve the contract in the second half of 
the year, she said. 

BLOOMBERG, June 20, 2009 
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A proposed LNG processing hub in 
Western Australia's Kimberley is not just 
a pipedream, Premier Colin Barnett said. 
Moves to establish the proposed hub at 
James Price Point, about 60km north of 
Broome, are being spearheaded by 
Woodside Petroleum. If it goes ahead it 
would process gas from the Woodside 
operated Browse Basin gas fields joint 
venture, which also includes BHP 
Billiton, BP, Chevron and Shell. 
Analysts say the competing commercial 
interests of the joint venture partners and 
their differing strategic agendas could 
doom the project. It may be cheaper to 
process gas after pipelining it to the 
Woodside operated North West Shelf 
joint venture at Karratha, an analyst told 
AAP earlier this month. The North West 
Shelf involves Chevron, which has failed 
to publicly back Woodside's selection of 
James Price Point. Barnett said the 
development of the gas hub at James 
Price Point was “certainly not a 
pipedream.” “The state government, the 
commonwealth government and 
Woodside as the operator of the first 
project has put an enormous commitment 
into James Price Point,” Mr Barnett told 
reporters. “It is important; it not only 
allows the development of the Browse 
basin gas, it offers realistic and long-term 
opportunities ...” There were problems 
among the joint venture players but that 
was not unusual, Mr Barnett said. “I 
know there are people who oppose the 
project, I know there are some disputes 
within the joint venture,” he said. “But 
what else is new? There has not been a 
project of any significance in WA where 
the joint venture partners have all been at 
one from the start, so that will be sorted 
out.” 

AAP, June 24, 2009 
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Gazprom is examining possibilities to 
sign a contract with St. Petersburg based 
Severanaya Verf shipping yard to build 
two LNG tankers to transport liquefied 
gas produced LNG plant scheduled for 
construction in Murmansk region. “We 
will be preparing contracts through 
Sovkomflot to start building first pair of 
tankers on Severnaya Verf,” Alexander 
Ananenkov, deputy head of Gazprom 
said. In order to provide construction of 
the tankers Severnaya Verf would have 
to modernise its production lines, 
Ananenkov said and added that Gazprom 
is interested in tankers with deadweight 
from 200,000 to 300,000 cubic metres. 

ECHO MOSKVY RADIO, June 24, 
2009 
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Construction of two drilling platforms to 
produce gas from the Shtokmanovskoye 
field is going according to the schedule, 
in frames of contract signed by Gazprom 
with Vyborg shipping yard in Russia’s 
Northwest in cooperation with South 
Korean Samsung Heavy Industries. The 
platforms will be able to work in heavy 
weather conditions in conditions of 32 
metres waves and subzero temperatures 
able to provide production from sea 
depth up from 50 to 500 metres with 
length of drill holes up to 7,500 metres. 
The first platform Polyarnaya Zvezda is 
to be ready in 2010, while the second 
platform Severnoye Siyanie scheduled to 
be completed in 2011. “This project 
would enable Russian producers to 
modernise their production capacities 
and would give a new powerful impulse 
to develop the Russian shipping 
construction industry,” said Alexander 
Ananenkov, deputy head of Gazprom. 

BALTINFO, June 24, 2009
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Russia’s private Novatek gas producer is 
expected to create a joint stock company 
with French Total aiming to build a new 
LNG plant on Yamal peninsula. Russian 
prime minister Vladimir Putin met this 
week the management of the French 
company to discuss options of joint 
cooperation in development of Yuzhno-
Tambeiskoye gas field and construction 
of LNG plant in Yamal peninsula. The 
final decision has not yet been taken on 
this project. Earlier this summer Novatek 
purchased 51 percent in Yamal LNG 
company, which owns the license to 
develop Yuznno-Tambeiskoye field and 
responsible for construction of the new 
LNG plant in the region. 

KOMMERSANT DAILY, June 24, 
2009 
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The Oman government has signed an 
agreement with Qalhat LNG company to 
increase the gas feed price for 20 years. 
The agreement was signed by Ahmed bin 
Abdul-Nabi Macki, National Economy 
Minister, Deputy Chairman of the 
Financial Affairs and Energy Resources 
Council, on behalf of the Sultanate's 

government and Moham ed bin Hamed 
al-Rumhi, Oil and Gas Minister, Sheikh 
Alfadhel bin Mohammed al Harthy, 
Chairman of Qalhat LNG and Mr Harib 
bin Abdullah al Kitani, President and 
CEO of Qalhat LNG. In a statement to 
Oman News Agency (ONA), Macki said 
that this agreement will ensure the 
government more income, as it stipulates 
the improvement of the prices of 
supplying Qalhat LNG with their 
required of feed gas. “Signing this 
agreement reinforces the prominent 
status of the Omani oil and gas 
companies and their ability to make 
profits especially at these difficult times 
considering the challenges facing the 
global oil and gas markets,” Dr 
Mohammed bin Hamed al Rumhi Oil and 
Gas Minister of Oman said Qalhat LNG 
owns the third LNG pla nt in Sur with a 
capacity of 3.3 mtpa of LNG production. 
While the Oman Government owns, 
(46.84%), Oman LNG L.L.C owns 
(36.8%), Union Fenosa Gas S.A. owns 
(7.36%), Itochu, Mitsubishi Corporation 
and Osaka Gas equally own the 
remaining (9%). 

ASIA PULSE, June 23, 2009 
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Norwegian oil and gas group 
StatoilHydro said on June 16 it had 
signed a short-term deal with Qatar’s 
RasGas on deliveries of liquefied natural 
gas (LNG) to its Cove Point terminal in 

the United States. “The number of LNG 
cargoes actually delivered to Statoil at 
Cove Point will depend on such factors 
as the competitiveness of U.S. gas 
prices,” spokeswoman Rannveig 
Stangeland said. “The deal confirms the 
attractiveness of Cove Point, which is 
located close to interesting gas markets.” 
She declined to give further details about 
the deal with RasGas. The deal has been 
struck at a time the LNG market has been 
hit by the global recession just as a raft of 
new production projects are expected to 
come onstream. Spot demand in the large 
importers Japan and South Korea has 
dropped significantly and cargoes 
earmarked for these places when 
construction of the production projects 
began are now seeking other buyers, 
hence RasGas is selling some LNG in 
spot deals to StatoilHydro, analysts say. 
Steve Johnson, President of Waterborne 
Energy consultants in Houston, said: 
“The Qataris don’t want to get caught 
long in what they see is this impending 
long market. It’s incredibly indicative of 
what we see coming. “They are shoring 
up all of their loose production. If gas 
prices plummet this year you don’t want 
to be caught with an unsold tanker. If the 
Qataris are acknowledging that they have 
a lot of length, then the market is truly up 
for a wave.” StatoilHydro already 
exports LNG to Cove Point, Maryland, 
from its Arctic production plant 
Snoehvit, in northern Norway. 

REUTERS, June 16, 2009 
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Oil and Gas Sector 

Afroil – Africa Oil & Gas Monitor 
Libya-focused Verenex Energy has been forced to del ay 
plans for its sale to CNPCI. 

Asia Oil & Gas Monitor 
Indonesia has opened 24 new blocks for exploration and 
production contracts. 

China Oil & Gas Monitor 
PetroChina plans to buy a crude and a fuel pipeline  from 
CNPC for US$1.4 billion. 

FSU Oil & Gas Monitor 
BG's president says a decision on Phase 3 developme nt 
at Karachaganak will be made by the end of the year . 

LatAmOil – Latin America Oil & Gas Monitor 
Chile’s Enap has snared a US$300 million loan despi te a 
credit downgrade. 

Middle East Oil & Gas Monitor 
Israel has released a tender to build an offshore L NG 
import terminal. 

NorthAmOil 
Republican Representatives have unveiled a controve rsial 
energy plan. 

Renewable Energy Sector 

REM – Renewable Energy Monitor 
The UK is to introduce feed-in tariffs for small-sc ale 
renewables early next year. 
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