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A report from the IEA has identified a worrying 
capacity deficit facing the global LNG industry 
after 2010.  

�� Too few new LNG projects are receiving the green 
light. This means that after a glut of new capacity  
coming online between now and 2012, energy 
security could be undermined as demand 
outpaces supply.  (Page 2) 
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South Korea’s KOGAS, the world’s largest LNG 
importing company, needs to invest heavily in a 
new generation of LNG assets to keep pace with 
domestic electricity demand. Meanwhile, utilities 
are also breaking into the import market. 

�� KOGAS is to spend US$582 million on new LNG 
storage infrastructure, part of the government’s 
US$5.4 billion investment in gas assets as LNG 
imports are forecast to rise to 32 million tonnes 
per year by 2022. (Page 7) 

�� Utilities K-Power and POSCO have matched 
CNPC’s offer price for LNG from Indonesia 
Tangguh LNG project. The two South Korean 
companies have contracted 1.2 million tonnes per 
year of LNG.  (Page 8) 

GLNG 
 

GLOBAL LNG 
MONITOR  
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Despite significant boosts in LNG 
capacity expected to come online during 
2009-13, the industry faces a long-term 
challenge to meet demand, according to a 
new International Energy Agency (IEA) 
report. 

The agency’s Natural Gas Market 
Review 2009, released on June 29, 
highlighted that, for the first time in half 
a century, this year will mark the first to 
see a decline in global natural gas 
demand. 

However, the report predicted that 
unless there were several new LNG 
projects approved in 2009 and 2010, 
there would be a dearth of new capacity 
from 2012 onwards, undermining long-
term energy security when economies 
recover. 

“Falling gas prices and volumes have 
taken a heavy toll on all producers’ cash 
flows, adding to the already serious 
problems in gas investment throughout 
the value chain,” the energy adviser to 27 
industrialised countries said in a press 
release to accompany the report. 

Compounding the challenges, 
“financing problems are likely to bedevil 
all new construction projects in 2009 and 
even into 2010,” it said. 

“The global financial crisis has turned 
the economic landscape upside down, 
with huge implications for the oil and gas 
sector,” said Nobuo Tanaka, executive 
director of the IEA, speaking in Paris at 
the launch of the publication. 

He pointed out that since the release of 
the 2008 report, the natural gas sector has 
moved “from a tight supply and demand 
balance with extremely high gas prices to 
an easing one with plummeting prices.” 

Gas demand from the power 
generation sector has slumped, 
particularly as a result of the economic 
crisis, and is likely to be weak 
throughout the remainder of 2009. 

 
Price slump 
This year bears the legacy of the second 
half of 2008, when the world underwent 
the unfortunate combination of a global 
recession and financial crisis, leading to 
demand significantly weakening and spot 
prices plummeting. 

After a 1% increase in 2008, OECD 
gas demand fell by 4% during the first 
quarter of 2009 and is expected to 
decline further until the end of year. 

In Asia’s LNG markets, the changing 

dynamics have seen buyers hunting down 
spot cargoes and minimising their term 
supply over the past year or so. 

On the supply side, said the report, 60 
billion cubic metres of LNG capacity are 
planned to come online this year. 

Although very few new LNG projects 
have been sanctioned in the last few 
years, the next three years will see 
production capacity grow from 240 
billion cubic metres per year at the end of 
2008 to at least 370 bcm at a time of 
weak demand for gas, the IEA said. 

“Thus, 2009 and 2010 will test the 
flexibility and resilience of the global 
LNG market,” it forecast. 

One of the major uncertainties in 
global gas markets – and one that has a 
major bearing on the LNG sector – is the 
future of US gas output. 

With spot prices in the US bottoming 
out at below US$4 per million Btu, a 
critical question for 2009 for US LNG 
import terminal operators is how rapidly 
the country’s unconventional gas 
production – which is generally higher 
cost and therefore less competitive – will 
decline. 

In Europe, said the IEA, oil-based gas 
prices in Europe are likely to decline 
during 2009 to an average of around 
US$7-8 per million Btu, slashing profits 
for major producers such as Russian gas 
export monopoly Gazprom, which sold 
gas at about US$12 per million Btu in 
2008.�

COMMENTARY 
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The global economic crisis is testing the robustness of the LNG market, as supply and 
demand balances are disrupted and finance becomes scarce 
By Kevin Godier 
�� LNG demand has dipped for the first time, but it wi ll recover from 2012, leading to a supply deficit 
�� Gas producers’ cash flows have suffered as prices a nd output volumes fall 
�� Falling construction costs have given relief to LNG  developers, but sourcing finance is more difficult  
 

“Falling gas prices and 
volumes have taken a 

heavy toll on all producers’ 
cash flows, adding to the 
already serious problems 

in gas investment 
throughout the value 

chain” 
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Financing problems 
The report emphasised that the 
combination of weak demand and lower 
prices could seriously undermine future 
gas sector investments, despite the 
ongoing relief that engineering, 
procurement and construction costs are 
coming down. 

In addition to the increasing 
uncertainty about when and at what pace 
the economy and therefore gas demand 
will recover, project developers face key 
financing problems that have placed a 
premium on increased equity injections 
and pulling together a cornucopia of 
financing sources. 

“Besides the recession, the increasing 
awareness of climate change issues puts 
a question mark on the future role of 
gas,” said the EIA. It commented that 
although increased energy efficiency and 
renewables could put downward pressure 
on gas demand, increased wind capacity 
plans call for gas-fired plants as reserve 
capacity. 

Looking ahead, delays in investments 
in production and supply infrastructure 
would bring the risk for LNG producers 

that in the medium term, markets tighten 
when demand recovers, the EIA 
suggested. 

“While liquefaction capacity will see 
unprecedented growth of 50% between 
2009 and 2013, there will be a dearth of 
new capacity in the period after 2013 
unless new projects are approved in 
2009-10. The world’s largest producer 
[of gas, not LNG], Russia, faces 
considerable challenges, both technical 
and financial, already leading to project 
delays.” 

Coincidentally, Russia’s wrangles 
with Ukraine over gas supply and 
payment, which led to a severe gas 
disruption in Europe at the beginning 
of 2009, may have presented the LNG 
sector with a valuable advantage as 
European markets have cast around 

desperately to find diversified supplies 
and supply routes. “Despite a new 
contract between Gazprom and 
Naftohaz, there are many concerns 
about the security of Russian gas 
supplies,” said Tanaka. “The difficult 
economic situation in Ukraine makes 
every monthly payment a challenge, 
and tensions remain high. The IEA is 
therefore seriously concerned that the 
flow of Russian gas through Ukraine 
may be subject to disruption at almost 
any time,” he noted. 

 
Uncertainties prevail 
An overall effect of the report is to serve 
as a fresh reminder of the severity of the 
world recession, despite coming amid 
some early signs of recovery. 

The gas market faces enormous 
uncertainty surrounding the timing, pace 
and extent of any economic rebound, 
which must affect all prognoses for oil 
and gas market fundamentals over the 
next five years. 

These uncertainties are highly apparent 
in the Australian LNG markets. A raft of 
projects remains in the balance, as 
sponsors juxtapose factors such as the 
dearth of financing availability with the 
undoubted long-term demand that is 
abundant in Asian? economies that will 
be the world’s largest in several more 
decades. 

One encouraging probability for the 
roster of Australian developers – such as 
Woodside, Chevron, Santos and BG – 
will be that the investment and financing 
uncertainty hindering new LNG 
production facilities should increase gas 
demand over the longer term. Chinese, 
South Korean, Japanese and Indian 
utilities may opt to build more relatively 
inexpensive, quick-to-build and clean-
burning gas-fired thermal power plants 
(TPPs), further pressuring fuel supplies 
across the next decade.�

COMMENTARY 

“Besides the recession, the 
increasing awareness of 

climate change issues puts 
a question mark on the 

future role of gas” 
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Increased interest from LNG shippers in 
receiving gas from Alaska’s North Slope 
means that developer TransCanada 
cannot meet the demands of supplying 
both Canada’s gas pipeline network and 
the export market to Asia. 

There is more interest in an Alaska 
LNG project than promoter TransCanada 
had anticipated, company officials told 
Alaskan legislators on June 23. 

 

Either/or 
Speaking to separate meetings of House 
and Senate committees, TransCanada’s 
vice president, Tony Palmer, said 
potential shippers had expressed interest 
in securing up to 3 billion cubic feet (85 
million cubic metres) per day of gas for 
an LNG project at Valdez. The company 
had previously planned to export only 2 
billion cubic feet (57 mcm) per day in the 
form of LNG. 

TransCanada was discussing the 
possibility because its licence agreement 
with the state of Alaska called for the 
company to build both a pipeline linking 
the North Slope gas fields to existing gas 
pipelines in Alberta and a separate link to 
LNG export facilities on the Pacific coast 
of the state. 

With LNG shippers wanting 50% more 
than expected, TransCanada had a 
problem, Palmer told the legislators, 
explaining there was not enough gas 
available for both LNG exports and a 
land pipeline. 

The company wants to send 4 billion 
cubic feet (113 mcm) per day through the 
pipeline, and would not be able to supply 
3 billion cubic feet (85 mcm) per day for 
liquefaction as well. 

“It would be an either/or situation for 
us, not both,” he said. 

Fulfilling the terms of the licence 
entitles TransCanada and new partner 
ExxonMobil to receive up to US$500 
million in reimbursement for expenses 
related to pipeline planning and 
engineering. 

The US super-major has entered into a 
partnership to do engineering and project 
planning with TransCanada, reserving 
the option to become a full partner in the 
pipeline if unresolved issues with the 
state are resolved, ExxonMobil’s joint 
US interest manager, Marty Massey, 
explained to legislators.�  

 
TransCanada’s proposed pipeline and 
LNG project 
Source: TransCanada 
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TransCanada only has enough gas at its North Slope deposits to meet the demand of either 
the export LNG market or the North American pipeline system 
By Jim Brumm 
�� LNG shippers want 85 mcm per day of gas from TransC anada’s Alaskan assets 
�� The company told the Alaska legislature that it onl y had enough gas for either LNG or pipeline supplie s 
�� Supporter ExxonMobil says it wants to agree on a lo ng-term tax regime before committing itself 
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Rising costs 
Noting Palmer would not disclose the 
names of the companies expressing 
interest in LNG, The Alaska Journal of 
Commerce pointed out four major firms 
engaged in worldwide LNG shipping – 
BG Group, Mitsubishi, Sempra and 
China’s Sinopec – had all expressed 
interest in Alaska LNG in recent years. 

TransCanada also warned that pipeline 
costs could be higher than originally 
thought. 

In 2006, the company estimated costs 
at US$26 billion. Expectations are now 
that the pipeline will cost more than 
US$30 billion, consultants to the state of 
Alaska have said. 

The company plans to file a “pre-open 
season package” with the US Federal 

Energy Regulatory Commission (FERC) 
at the end of January 2010. Palmer said 
TransCanada would have updated cost 
estimates on the project by the end of 
March. 

Meanwhile, ExxonMobil also has a 
number of tax issues to iron out with the 
Alaska regulator before it will commit 
itself to developing the gas deposits. 

ExxonMobil’s main unresolved issue 
with the Alaska government is agreement 
on the fiscal terms that would cover gas 
production such as taxes and royalties, 
Massey said. 

He said the company would seek 
“durable and predictable financial [tax] 
terms with the state,” explaining 
ExxonMobil did not believe the state’s 
proposed 10-year tax terms provided 

enough certainty for the company to 
commit its North Slope gas reserves to 
the proposed pipeline. 

“Thirty-five years will be acceptable, 
10 years not,” Massey told legislators. 

The LNG export terminal at Valdez 
has exported LNG to Japan since the 
1970s. The increased interest in gas from 
Alaska is indicative of the expected long-
term rise in LNG demand from 
customers in Asia, and indeed 
worldwide, despite the present blip as the 
economy suffers. 

As the US government favours using 
North American gas supplies rather than 
imported LNG, TransCanada is likely to 
face pressure to meet local demand, over 
Asian export markets.�

A ship transporting the first supply of 
liquefied natural gas (LNG) for Chile’s 
first regasification plant was expected to 
dock in the port of Valparariso at time of 
publication. 

The Quintero plant is set to start 
operating in early July and will supply 
the Santiago metropolitan and the 
Valparaiso areas, which form the heart of 
Chile’s industrial production. 

The plant is expected to reduce 
significantly the country’s dependence 
on erratic gas imports from Argentina. 
The plant is also expected to halve the 
domestic price of gas to around 
US$193.62-221.28 per 1,000 cubic 
metres, while also reducing the use of 
highly polluting diesel in power 
generation. 

On June 23, GNL Quintero’s CEO, 

Antonio Bacigalupo, said: “The plant is 
99% ready.” The privately owned firm 
built the Quintero plant in partnership 
with the government. 

Bacigalupo also said the plant would 
allow for total substitution of all 
Argentine imports, adding that US$1.05 
billion had been invested in the project. 

While government is bullish over the 
plant, efforts have been made to 
downplay expectations. On June 25, 
Energy Minister Marcelo Tokman said: 
“Without a doubt, this is a big step 
forward from the situation we had before 
the arrival of the ship, but it does not 
mean that all our problems are solved or 
that it is the only solution. Instead it 
means this is one more step in the path to 
creating a more diversified and reliable 
energy network.” 

There has been some public concern 
about safety risks posed by a vessel the 
size of the Methane Jane Elizabeth 
entering the Qunitero bay because of 
undetonated explosives lying on the 
seabed. The mines were discovered by 
military divers in 2004 and are leftovers 
from military operations during the 1973-
89 dictatorship of Augusto Pinochet. 

Early this month, a group of 
Valparaiso residents filed a request with 
the Supreme Court to stop the entry of 
the carrier, which has a 145,000 cubic 
metre, until the threat had been cleared. 
On June 27, the navy said the explosives 
posed no threat to the ship, reported El 
Mercurio, and the vessel was allowed 
entrance to the bay.�
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Trinidad & Tobago Prime Minister 
Patrick Manning has made supplying gas 
to Jamaica a “national priority.” 

Speaking to the Trinidad & Tobago 
Parliament, Manning said: “With a debt-
to-GDP ratio of 130 in Jamaica, the one 
thing that Trinidad & Tobago could not 
allow is a further deterioration in the 
economic situation in that country. We 
cannot allow it.” 

“The supply of LNG to Jamaica from 
Trinidad & Tobago must now be a 
national priority for the government,” he 
went on. 

In 2004, Trinidad & Tobago and 
Jamaica signed a memorandum of 
understanding (MoU) for the supply of 
1.1 million tonnes per year of LNG to 
Jamaica for a 20-year period. 

However, the agreement never matured 

because of the lack of gas available in 
Trinidad & Tobago. According to 
Manning, the key gas wells failed to 
deliver. 

Meanwhile, the Jamaican government 
has been unable to build the required 
LNG receiving terminal because of high 
costs. 

While Trinidad & Tobago wants to 
send LNG to Jamaica, it is also seeking 
alumina supplies from its western 
neighbour for a new aluminium smelter 
to be built by 2011. 

Manning said that he hoped Jamaica 
would enter into an agreement with 
Trinidad & Tobago on alumina supplies. 

“We look forward to the day when 
Jamaican alumina can be an essential 
input into an aluminium smelter in 
Trinidad & Tobago,” he went on. 

Manning also announced a series of 
initiatives to help neighbouring countries 
such as Grenada, Dominica, Jamaica, St 
Vincent and the Grenadines and others in 
the eastern Caribbean. 

According to Manning, the present 
global financial crisis has deeply affected 
these economies and it was necessary for 
Trinidad & Tobago to stimulate their 
economies. 

Jamaica’s woes could finally be over if 
gas supplies from Trinidad & Tobago 
become reality. 

Supplying Jamaican alumina to 
Trinidad & Tobago would not only boost 
trade but also create jobs and help 
support the Jamaican economy in the 
long term.�

India’s state-run Oil and Natural Gas 
Corporation (ONGC) is on the lookout 
for LNG purchases after a fall in global 
prices. 

Talks are under way with various 
sellers in the Middle East and Australia 
to import LNG on both short and long 
term contracts. 

The company’s board of directors gave 
its approval in principle to the LNG 
purchase plan at a recent meeting. 

“We are looking at LNG imports to 
strengthen the company’s gas sales. 
Talks are on with a few identified 
sellers,” said an ONGC official. 

A plan is also being considered to use 
spare gasification capacity at the Dahej 
and Hazira LNG terminal on a toll basis 
for spot LNG cargoes. 

The Dahej and Hazira import terminals 
have 5 million tonnes per year of spare 
gasification capacity. 

ONGC has already signed an 
agreement with state-owned Petronet 
LNG, which operates the 10 million 
tonne per year Dahej terminal, to make 
joint LNG imports. 

ONGC is also firming up a plan to 
develop a 2.5-5 million tonne per year 
LNG import terminal at Mangalore in 
partnership with other companies. 

Ashok Leyland Project Services 
(ALPS), a Hinduja Group company, has 
been roped in as a partner for this project. 

Mangalore is a major port on India’s 
west coast where ONGC is developing a 
special economic zone (SEZ) with 
production facilities for fuels, olefins and 

aromatics, in addition to its existing 10.5 
million tonne per year refinery and 
associated petrochemical plants. 

ONGC and ALPS signed an MoU 
earlier to pursue opportunities in LNG 
and associated exploration and 
production activities, in India and abroad. 

The MoU said ALPS would facilitate 
the supply of LNG to the proposed LNG 
import terminal on competitive terms. 

“ALPS will be invited to participate in 
joint development of LNG-based 
downstream projects at the Mangalore 
SEZ, such as LNG regasification, power 
and petrochemicals,” it said. 

The two companies will form ONGC-
majority owned joint ventures to develop 
projects in India and abroad, particularly 
in the Middle East.�
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Two Japanese gas buyers have agreed to 
another extension of the deadline for 
signing definitive purchase and sales 
agreements with the consortium 
developing the US$1.4 billion Donggi 
Senoro LNG project in Indonesia. 

Kansai Electric Power and Chubu 
Electric Power’s decision comes amid 
growing uncertainty over the fate of the 
controversial LNG project, located in 
Central Sulawesi province. 

Indonesian Vice President Jusuf Kalla 
has repeatedly said in recent weeks that 
the Indonesian government will not allow 
the project to export LNG because of the 
need to meet domestic gas demand. 

The consortium now has to negotiate 
with the Indonesian government on how 
much gas will be allocated to the 
domestic market and how much will be 
available for export. 

The project developer, Donggi Senoro 
LNG, is a joint venture between Japan’s 
Mitsubishi, Indonesian state-owned oil 
and gas firm Pertamina and Indonesia’s 
largest publicly traded oil and gas firm, 
Medco Energi Internasional. 

Donggi Senoro LNG signed 
provisional sales agreements with the 
two Japanese power firms in February to 
supply a total of 2 million tonnes per 
year of LNG – 1 million tonnes per year 
each – for 15 years. 

This is now the third time that the two 
Japanese buyers have agreed to extend 
the deadline for signing definitive 
purchase and sales agreements. 

“Negotiations with Japan [Kansai and 
Chubu] have resulted in additional time 
for us to negotiate with the government. 
This extra time can be attributed to the 
reputation of Pertamina as the main 

supplier of LNG to Japan,” Medco’s 
operations director, Lukman Mahfoedz, 
was quoted as saying by Bisnis 
Indonesia. 

The Medco official said that the third 
deadline extension was given informally 
and was not confirmed in the contract. 
This means that if the consortium’s 
negotiations with Jakarta fall through, the 
two Japanese buyers could terminate 
their provisional purchase agreements 
and switch to alternative LNG producers. 

“They also don’t set a clear timeline. 
Chubu and Kansai only want our 
negotiations with the government to bear 
fruit,” Mahfoedz said. 

Mitsubishi holds a 51% stake in 
Donggi Senoro LNG, while Pertamina 
owns 29% and Medco has 20%.�  

South Korea’s state-run Korea Gas Corp. 
(KOGAS) said it planned to invest 739 
billion won (US$582 million) to expand 
an LNG storage facility on the country’s 
east coast. 

KOGAS is to extend the LNG storage 
facility in Samcheok, a port city 290 km 
east of Seoul between June this year and 
August 2014. 

KOGAS revealed the plan in a 
regulatory filing, South Korea’s state-run 
Yonhap news agency reported, without 
giving further details of the plan. 

South Korea is the world’s second-
biggest importer of LNG after Japan and 
imported a total of 27 million tonnes of 
the fuel in 2008 from countries such as 
Qatar, Oman and Malaysia. KOGAS is 
the world’s largest LNG buyer and 
imports almost all of the fuel consumed 

in South Korea. 
At the end of last year, South Korea’s 

Ministry of Knowledge Economy said 
the country would invest 6.9 trillion won 
(US$5.4 billion) over the next 14 years to 
expand the country’s natural gas storage 
and distribution infrastructure. 

The investment plan specifically calls 
for the conversion of an offshore gas 
field into an LNG storage facility and for 
extending the gas pipeline network from 
2,739 km to 3,893 km by 2013. 

The investment plan also calls for 
expanding existing LNG storage 
facilities in Samcheok and Pyeongtaek 
and city gas services in Paju and Yongin. 

The investment plan is designed to 
meet the country’s long-term energy 
needs and calls for LNG imports to reach 
32 million tonnes per year by 2022 for 

use in homes and thermal power plants 
(TPPs), vice minister Lee Jae-hoon was 
quoted as saying last December by 
Yonhap news agency. 

Meanwhile, KOGAS is planning a 
dollar bond issue worth about US$500 
million in the second half of this year, a 
source familiar with details of the plan 
told Reuters. 

KOGAS is suffering from high raw 
material prices, having posted a 47% fall 
in first-quarter net profit. 

The company initially intended to issue 
the bonds in June, after hiring Bank of 
America-Merrill Lynch, Deutsche Bank 
and JPMorgan to arrange the sale. 

“The current timing is not favourable 
due to high interest rates ... KOGAS is 
planning for the latter-half of the year,” 
the source was quoted as saying.�
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The first delivery of liquefied natural gas 
(LNG) from the eastern Tangguh field in 
Indonesia could go to South Korea 
instead of China as originally planned, 
said Indonesian Energy Minister 
Purnomo Yusgiantoro. 

Delivery to China’s new LNG 
processing terminal in Fujian might have 
to be delayed because the facility is not 
ready yet, the minister told reporters this 
week. News that the supplies could be 
diverted came shortly after two South 
Korean firms agreed to match the price 
China National Offshore Oil Corp. 
(CNOOC) had agreed to pay for 
Tangguh gas. It was revealed last week 
that the Chinese had agreed to pay 
US$38 per barrel of oil equivalent for 
Tangguh LNG, which is US$13 more 

than the price the Koreans had agreed. 
The fluctuating rates came about 

because the price of crude oil was 
different at the time the sales agreements 
were signed by the two countries. 

Last week, South Korea’s K-Power 
and POSCO agreed to increase their 
payment for Tangguh gas to match the 
Chinese side in a meeting with the 
Indonesian energy ministry. The ministry 
had received a complaint for having two 
different prices for the same gas, 
although the minister did not reveal 
which company had lodged the 
complaint. It is fair to assume it came 
from Beijing, however! 

The first shipment of LNG from 
Tangguh, an offshore field near the coast 
of Papua that is operated by super major 

BP, is expected to leave this month. 
When it reaches peak production, the 
Tangguh project is expected to deliver 
over 7 million tonnes per year of LNG. 

The two Korean firms are contracted to 
buy about 1.2 million tonnes per year of 
LNG, with an option to increase 
purchases over the 20-year contract 
period. CNOOC has a deal to buy 2.6 
million tonnes per year of Tangguh LNG. 

Over 3.5 million tonnes per year of the 
fuel is contracted to be sold to US firm 
Sempra Energy, which is going to pump 
it to markets in the US and Mexico. 

The Tangguh consortium originally 
expected gas to begin flowing in late 
2008 from the US$5.5 billion project. 
Japan’s Mitsubishi and CNOOC are BP’s 
partners in the consortium.�

Japan’s largest oil and gas developer 
Inpex Corp. said it would start to build an 
LNG receiving terminal in Niigata, 
central Japan, in July. 

Inpex also said it had set up a local 
office to promote the LNG terminal 
construction project, which will cost a 
total of about 100 billion yen (about 
US$1.05 billion). 

The new LNG receiving terminal will 
be built on 0.25 square km of land at 
Naoetsu port in Joetsu City. It will 
consist of two 180,000-cubic metre 
storage tanks. 

The terminal is scheduled to open in 

2014. Inpex said it was possible to install 
one more storage tank in the future. 

In October 2008, Inpex Holdings – 
Inpex and Teikoku Oil’s joint holding 
company – completed, merging the two 
subsidiaries’ businesses and changed its 
company name to Inpex Corp. 

The Tokyo-based energy developer is 
building the new LNG receiving terminal 
in anticipation of an increase in demand 
for natural gas in the medium- and long-
term. 

When burned, natural gas produces 
much less carbon dioxide than oil. CO2 
is the primary greenhouse gas (GHG) 

blamed for causing global warming. 
Inpex already supplies natural gas 

produced at a field in Nagaoka City by 
pipeline to customers in Kanto district, 
including Tokyo. 

The LNG received at the new terminal 
in Joetsu City would also be supplied via 
the same pipeline. 

Inpex will import LNG for the 
terminal, primarily from two LNG 
projects in Australia and Indonesia. The 
Japanese firm is the operator of both the 
Ichthys LNG project in Australia and the 
Masela LNG project in Indonesia.�

ASIA 

%�����0��������5��	�8
�	��
 ��55�������	�
�
����

����1����	�����8���>	�����
���	�����
���?��4�����������

��� �



���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 

Eastern Star Gas Limited (ESG) has 
welcomed Santos both as a shareholder 
and as a joint venture partner in the 
Narrabri coal-bed methane (CBM) 
project in Australia. 

It said Santos would acquire Gastar 
Exploration’s 35% interest in the 
PEL238 (Narrabri CSG Project), PEL433 
and PEL434 blocks and the Wilga Park 
Power Station. 

Santos will also acquire a 19.99% 
interest in ESG from Hillgrove 
Resources Limited. 

ESG’s chairman, John Anderson, said: 
“We are delighted that Santos, a major 
participant in Australia’s east coast gas 
industry and front-runner in the emerging 

LNG export industry, has added its 
strength and support to the Narrabri 
CBM Project. Santos’ involvement 
reinforces our view that the project is a 
major gas resource with significant 
upside potential and strategic value. We 
look forward to an expanded relationship 
as the project transitions from 
exploration to become NSW’s leading 
supplier of natural gas.” 

While ESG’s 65% majority ownership 
and operatorship of the Narrabri CBM 
project is unaltered, Santos’ broad CBM 
experience and market presence might be 
expected to enhance opportunities for 
rapid project development, added ESG’s 
managing director, David Casey. 

Santos’ neighbouring Gunnedah Basin 
CBM tenements and downstream 
involvements, including LNG, provide 
multiple avenues for collaboration and 
joint development initiatives. 

ESG remains committed to the 
implementation of its comprehensive gas 
reserves upgrade programme, 
incorporating multi-lateral production 
pilots. 

As recently announced, the upgrade 
programme is already proving successful 
and the Narrabri CBM joint venture is on 
track to achieve the targeted 1,300 
petajoules (31.5 billion cubic metres) of 
proven and probable gas reserves by the 
end of 2009.�

China National Offshore Oil Corp. 
(CNOOC) and PetroChina are preparing 
bids for a stake in a gas field in Papua 
New Guinea that belongs to Canada’s 
InterOil Corp. 

The Canadian oil firm aims to raise 
around US$500 million by selling the 
35% stake, which is also believed to have 
caught the eye of Thailand’s PTT, the 
South China Morning Post reported, 
citing unnamed sources. 

The development was interpreted 
positively by stock markets, with 
PetroChina’s share price rising 3.2% on 
June 29 to 14.4 yuan (US$2.11) after the 
story broke. 

The newspaper did not, however, 
specify whether the bids would be tabled 
through the parent companies or listed 
entities. It also did not detail which of 

InterOil’s gas projects the Chinese 
companies were interested in. 

InterOil’s Papua New Guinea assets 
have already attracted significant interest 
from Chinese and other international oil 
firms as a string of new discoveries raises 
awareness of the country as a potential 
major energy supplier. 

In April, CNOOC agreed to work with 
InterOil on another proposed liquefied 
natural gas (LNG) project in the Pacific 
nation. Under the initial accord, 
CNOOC, InterOil and Papua New 
Guinea’s state-owned Petromin PNG 
Holdings agreed commercial terms for 
the financing of the government’s stake 
in the project, Petromin said. 

Petromin did not reveal, however, 
whether CNOOC would have a stake in 
the project, which is expected to cost 

around US$5 billion and to produce 
around 3.5 million metric tonnes per year 
of LNG. Shipments are slated to start in 
2014. 

In March, InterOil also announced the 
discovery of a new well in Papua New 
Guinea, which could hold more than 
283.2 billion cubic metres of gas, making 
it the largest onshore well in the Asia 
Pacific region. 

The discovery of the Anteolope-1 well, 
in the east of the country “now ranks 
Papua New Guinea as one of the top 
sources of quality gas hydrocarbons in 
the world, and positions the country to be 
the next major supply for decades to 
come,” said Papua New Guinean Prime 
Minister Michael Somare.�
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Norway-based Flex LNG is aiming to 
start producing LNG in the second half 
of 2013 at the Chuditch gas discovery in 
the Timor Sea, whose ownership it is 
gaining via a deal announced in late 
June. 

Flex will take over the licence for the 
Timor Sea JPDA 06-101(A) permit from 
Jersey-based Minza Oil & Gas, which 
holds a 100% interest in the Joint 
Petroleum Development Area (JPDA) 
permit, between Timor-Leste and 
Australia. 

Shell drilled one well, a gas discovery, 
at Chuditch in 1998. 

The overall acreage is understood to 

have estimated gas resource potential of 
34 billion cubic metres, enough to 
support output of around 1.5 million 
tonnes per year of LNG, according to the 
LNG Unlimited publication. 

Flex LNG’s CEO, Philip Fjeld, said 
the company expects to deploy one of a 
batch of floating LNG units on order in 
the Timor Sea field. In the meantime 
Flex LNG is looking for “one or more 
partners for upstream development,” 
Fjeld said in an interview reported on 
July 1 by Dow Jones. 

Fjeld said Flex would “immediately 
start a selection process” and should 
finish choosing partners by the end of 

this year, and complete project financing 
– with an approximate debt-to-equity 
ratio of 75:25 – in 2011. 

He added that potential partners could 
come from China, India, Japan or South 
Korea, which represent the major Asian 
LNG consumer nations. 

Flex is a floating LNG specialist that is 
also working toward commercialising 
gas discoveries by Rift Oil of the UK in 
Papua New Guinea via a floating 
liquefaction plant in the Gulf of Papua. 

The company has four vessels 
incorporating liquefaction units under 
construction by Samsung Heavy 
Industries in Korea.�

Norway-based shipping firm Hoegh 
LNG has been granted final approvals to 
commence with its Port Meridian 
Deepwater Port project. 

Located offshore Cumbria, Port 
Meridian will serve as a deepwater port 
LNG receiving terminal to import natural 
gas to UK’s west coast, and consists of a 
Floating Re-gasification Unit (FSRU) 
with two unloading buoys, a large 
diameter subsea pipeline and onshore 
facilities connecting it to the UK 
National Transmissions system (NTS). 

On June 15, the Department of Energy 
and Climate Change (Offshore 
Environment and Decommissioning, 
OED) confirmed that a favourable 

Environmental Impact Assessment 
approval decision had been given for the 
offshore part of the project. 

The local council’s planning meeting 
consented to the development of the 
pipeline route, onshore facilities and 
access on May 19, which means that all 
of the necessary permits have been 
granted. 

“This successfully completes more 
than three years of development work on 
the project, and confirms Hoegh LNG’s 
strategy to design and develop a new 
competitive LNG market access into the 
UK natural gas market,” said Sveinung 
Stohle, CEO of Hoegh LNG. “Port 
Meridian will offer our customers new 

LNG import capacity and thus the 
possibility for marketers to diversify their 
sources and increase the security of 
supply to their consumers in UK, while 
LNG owners are offered an alternative 
and flexible solution for access to the 
attractive UK natural gas market.” 

Initially, Hoegh expects that the 
average daily throughput of Port 
Meridian will be around 11.3 million 
cubic metres per day. The project would 
eventually be capable of achieving an 
average throughput of 22.7 mcm per day 
and a peak capacity of approximately 34 
mcm per day. It is thought the first gas 
delivery will be towards the end of 
2013.�
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The current political climate in Iran and 
pressure from the Tehran authorities to 
move ahead with development of Phase 
12 of the South Pars project could force 
Austria’s OMV to exit the venture. 

Helmut Langanger, head of OMV’s 
exploration and production division, said 
the political situation and financial 
circumstances in Iran would have to 
improve before OMV would invest more. 

Millions of US dollars have reportedly 
been transferred out of the country by 
businesses and wealthy citizens in the 
wake of the disputed political elections. 

In April 2007, OMV signed a 
preliminary agreement with the National 
Iranian Oil Company (NIOC) to 
participate in the development of Phase 
12 and the construction of a 10 million 
tonne per year liquefied natural gas 
(LNG) facility. 

At the time, OMV said LNG from Iran 
could be used to supply a proposed 
regasification terminal in Croatia, which 
is due to come onstream by 2012. 
Initially, OMV was to take a 10% share 
in both schemes, Phase 12 and the LNG 
plant. 

“On and off they say ‘You should start 
here by such and such date’ and then we 
say ‘Wait and see until the oil price 
recovers’,” Langanger was quoted as 
saying by Reuters on June 24. “If they 
wanted they could replace us,” he added. 
“They [the Iranians] are proceeding with 
the project on their own without us and 
they don’t get hampered by us.” 

In recent months Shell, StatoilHydro, 
Repsol and Total have either pulled out 
or delayed participation in various phases 
of the South Pars project. Iran has 
pressed foreign companies to move 

ahead with the schemes, but sanctions 
prevent them from taking action. 

Iran has now turned to Asian 
companies for help, with China and India 
showing considerable interest. 

The new political turmoil in Iran, and 
now the flight of Iranian capital from the 
country, serve as a further warning to 
foreign companies – particularly Western 
firms – that now may not be the best time 
to invest their money. 

Sanctions imposed by the UN on Iran 
in response to its nuclear energy research 
programme are expected to remain in 
place and the recent harsh crack down on 
demonstrators protesting the outcome the 
president election are prompting calls for 
more sanctions against Tehran over 
human rights abuses.�

QatarGas’s delayed fifth production train 
is due to start producing in the coming 
weeks, according to remarks made by the 
company’s CEO on June 29. 

“We have finished commissioning on 
train 5, for a start up in the next two to 
three weeks,” Faisal al-Suwaidi told 
reporters at the ceremonial signing of a 
supply deal with Poland agreed in April. 

Technip and Japan’s Chiyoda 
Corporation are the contractors for 
Qatargas 2’s train 5 project, which has 
fallen behind schedule and has reportedly 
clocked up substantial cost overruns. 

The partners are also involved in the 
new twin 7.8 million tonne per year 
production trains at RasGas III, which is 

under construction. 
Al-Suwaidi said that Qatar expected 

the gas price slump to reverse. “We think 
the market will pick up very soon, we are 
bullish,” he said, adding that, “there is no 
issue around this.” 

He said weak demand would not make 
Qatar cut LNG production. “No, we are 
on full blast for 77 million tonnes per 
year in 2010,” he said. 

QatarGas’ Train 4, which supplies the 
UK market, is now producing at over 
90%, he noted. 

Al-Suwaidi made the point that, while 
Qatar’s LNG capacity would reach 77 
million tonnes per year in 2010, on target 
with past forecasts, the level of actual 

production probably would not be 
reached until the end of 2011 as it would 
take around a year for output to be 
ramped up. 

He said that this was why some 
officials had over the past year given a 
later date for full completion of Qatar’s 
LNG capacity expansion. 

The country’s current LNG capacity 
stands at 39 million tonnes per year, 
Qatari Oil Minister Abdullah al-Attiyah 
said at the same event. He forecast that 
by the end of the year this should have 
risen to over 60 million tonnes per 
year.�
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Angola’s The reviewed State Budget 
(OGE) proposal presented on June 25 to 
the National Assembly foresees revenues 
estimated at 1.6 billion Kwanza against 
the initial amount of 2.3 billion Kwanza, 
said the Prime Minister, Antonio Paulo 
Kassoma. The Angolan Premier was 
speaking at the plenary session 
summoned for the presentation in general 
of the draft reviewed State Budget Law 
for 2009. He informed that the plan 
proposes fiscal expenses estimated at 2.3 
billion Kwanza against 2.8 billion 
Kwanza of the previous budget. The 
intensification of studies related to the 
investment in project of exploration of 
liquefied natural gas (LNG), in Lobito 
refinery, new steel manufacturing unit, 
industry of aluminium and building 
materials and creation of polo of balance 
in the least developed zones in the 
country are other foreseen actions. It also 
comprises the definition of systems of 
incentives to modalities of public 
servants and to the development of local 
economic activities. In his speech, the 
Prime Minister made an introspection of 
the world economic and financial 
situation and the negative impact of the 
crisis on the economic growth of the 
countries. 

ANGOP, June 25, 2009 
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Equatorial Guinea’s state-owned 
company Sonagas expects to receive a 
master plan on 7 July that could pave the 
way for the country’s second liquefied 
natural gas train. The plan will detail the 
gas resources available for future 
development and volumes in excess of 7 

trillion cubic feet would underpin a 
second LNG train, Sonagas’ deputy 
director general Serapio Ntutumu said on 
June 1. Sonagas will also look at the 
option of sourcing gas from Cameroon 
and Nigeria for the terminal, Ntutumu 
said on the sidelines of the Next 
Generation LNG Conference Asia 
Pacific. He added that Equatorial Guinea, 
currently sub-Saharan Africa’s third 
largest oil roducer, is seeking to diversify 
its resources by tapping into natural gas 
reserves, most of which are currently 
flared off from existing oil projects. 
Ntutumu said the country is in talks with 
ExxonMobil to stop flaring gas from the 
Zafiro field and instead divert it to 
Equatorial Guinea’s first LNG export 
terminal Punta Europa to help meet 
supply commitments with the UK’s BG 
Group or alternatively for the proposed 
second train. BG Group’s contract with 
Equatorial Guinea is to buy 3.4 million 
tonnes of LNG per year for 17 years, 
starting late 2007. 

UPSTREAM ONLINE, July 1, 
2009 
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The Nigerian Maritime Administration 
and Safety Agency (NIMASA) and the 
Nigeria LNG Company are currently at 
each other’s throat over the latter’s 
blatant refusal to pay its statutory three 
per cent freight rate of over N24billion. 
While NIMASA is claiming that the gas 
company is owing the Federal 
government through the agency an 
accumulated freight on gas export, 
NLNG is saying that they have a tax 
holiday of ten years which will expire in 
October 2009. Sources close to NIMASA 
told Vanguard that the NLNG has 
deliberately refused to pay the money 
that has accrued over the years, adding 
that the gas company has deployed all 
means to avoid the payment. While 

NIMASA is also claiming that the 
NIMASA Act empowers it to collect the 
rate, NLNG is saying that they are 
exempted from paying as the company 
has guarantee that will not make 
government change the rules in the 
middle of the business thereby exempting 
it from paying. Besides, while NIMASA 
is claiming that the tax holiday for 
NLNG expired in September 2007 being 
the year it commenced gas production, 
NLNG is however saying that its tax 
holiday will end in October 2009 being 
the year it first exported gas. Speaking to 
Vanguard in defense of his organisation, 
the media and communication officer of 
the Nigerian Liquified Natural Gas 
company, Mr Ifeanyi Mbanefo said that 
NIMASA cannot blame them for their 
failures adding that NIMASA is looking 
for cheap money. Asked if the 3% freight 
rate will be part of the taxes the company 
will pay at the expiration of the tax 
holiday, Mbanefo said that the company 
will study the law, adding that if the rate 
is part of the payable taxes, it would pay. 

THIS DAY, June 27, 2009 
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BG Group’s LNG tanker, Maran Gas 
Asclepius, was expected at the Elba 
Island LNG terminal in Georgia on July 
1 from Trinidad, according to AISLive 
ship tracker on Reuters. The 145,700-
cubic-metre tanker was last seen on July 
1 a few miles from the US terminal, the 
data showed. Elba Island is expected to 
receive about five cargoes in July, 
totaling nearly 15 billion cubic feet of 
gas. Two other BG tankers were seen 
heading to undisclosed destinations in the 
Atlantic in the first half of July -- the 
Methane Lydon Volney from Trinidad 
and the Methane Kari Elin from Egypt, 
according to AIS. 

REUTERS, July 1, 2009

NEWS IN BRIEF 
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At mid-2009, prospects for global LNG 
demand “remain bleak,” according to a 
research report issued at the end of June 
by Barclays Capital. The LNG market in 
2009 is proving itself “truly global,” as 
supply-demand fundamentals for the first 
6 months forced regional prices to 
converge, says the report. With demand 
deteriorating sharply in Asia, spot prices 
in most of the Pacific Basin collapsed to 
below those in Europe and the US. Major 
Asian economies that import LNG—
Japan and South Korea, primarily—
continue to struggle, and “emerging 
market participants” – mainly China – 
are only partially offsetting the slowing 
demand, says the report. In the Atlantic 
Basin market, relative weakness in US 
gas prices compared with European 
benchmarks is “proving to be a limiting 
factor for US LNG imports.” Europe, 
however, continues to unload record 
LNG cargoes, its natural gas prices 
maintaining relative strength. Given 
these global supply-demand trends, LNG 
imports to the US will grow only 
modestly for the rest of the year, 
averaging 1.6 bcfd for all of 2009. 
Barclays said European storage levels 
and transatlantic price differentials are 
the leading indicators for US LNG 
import trends.  

OGJ, July 1, 2009 
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The Canaport liquefied natural gas 
terminal in New Brunswick received its 
first LNG cargo on June 27, terminal 
operator Repsol (REP.MC) said on June 
25. This was the first LNG cargo to 
arrive at Canadian shores and was 
transported from Trinidad in Repsol’s 
Bilbao Knutsen LNG tanker. Canaport 
LNG is a partnership between Repsol 

(75%) and Irving Oil (25%). The 
terminal has the capacity to import 1 
billion cubic feet per day of LNG. Repsol 
aims to initially sell 200,000 to 400,000 
decatherms of gas from the terminal to 
customers in the US Northeast and 
Canada, for which some deals have 
already been signed, Repsol Energy 
North America’s vice president Vincent 
Morrissette told Reuters this month. 

REUTERS, June 29, 2009 
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Russia is prepared to cooperate with 
Royal Dutch Shell Plc, Europe’s largest 
oil producer, on oil and gas projects in 
the Russian Far East known as Sakhalin-
3 and Sakhalin-4, Russian Prime 
Minister Vladimir Putin said. Putin, 
speaking at his residence in Novo-
Ogaryovo, outside Moscow, met with 
Shell Chief Executive Officer Jeroen van 
der Veer, and Peter Voser, who will 
become the next chief executive. Now is 
an “ideal time” to move quickly on 
Sakhalin-3 and Sakhalin-4 because 
building costs are low, Van de r Veer 
said on June 27. Shell and Russia’s state-
run OAO Gazprom are partners in the 
Sakhalin-2 project, which loaded 
Russia’s first commercial shipment of 
liquefied natural gas for Japan in March. 
The LNG plant may provide about 7% of 
Japan’s LNG demand. Gazprom took 
control of the Sakhalin-2 development 
from Shell in 2006 after regulators 
threatened to close the US$22 billion 
project on environmental grounds. 
Russia’s gas export monopoly, which has 
traditionally sent gas to Europe via 
pipelines, is seeking to break into new 
markets by cooling fuel to a liquid for 
transport by tanker. “I think it is a natural 
progress, having built Sakhalin- 2, we 
will obviously build on that successful 
start-up f or the next project,” Voser said. 

The Hague-based Shell was examining 
plans with Gazprom to expand projects 
beyond their Sakhalin-2 venture, Voser 
said in April. 

BLOOMBERG, June 27, 2009 
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Gazprom and Japanese Itochu 
Corporation have discussed possibilities 
for co-operation in a project to produce 
LNG in Vladivostok in frames of 
Russian government program to develop 
gas processing facilities in Russia’s Far 
East. In May 2009 Gazprom and Itochu 
Corporation signed a memorandum on 
co-operation to provide a feasibility 
study of the project to build the new 
LNG plant in the area of Vladivostok 
aiming to organise additional LNG 
exports to Japanese market, as well as to 
the countries of Asian and Pacific region. 
The construction of the new plant is 
directly connected to Gazpom’s plan to 
build a new gas transportation pipeline 
Sakhalin-Khabarovsk-Vladivostok 
scheduled to complete in the third quarter 
of 2011.  

GAZPROM PRESS-SERVICE, 
June 30, 2009 
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Gazprom is discussing with China 
possible options for co-operation in 
construction of new LNG production 
facilities, Alexei Miller, head of 
Gazprom said. He added that Gazprom is 
looking at the countries of Asian and 
Pacific region as “new promising 
market” and is interested in co-operating 
with countries that have strong demand 
in LNG. “The question is now transferred 
into practical stage of negotiations and 
even joint stock companies and pre-
investment research in relation to 
construction of new capacities to produce 
liquefied gas,” Miller said.  

RIA NOVOSTI, June 26, 2009
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A BP-led consortium started liquefied 
natural gas production at its Tangguh 
plant in West Papua, Indonesia on June 
29, and will likely dispatch its first 
shipment of LNG to South Korea later 
this week, a government official said. “It 
will ship one cargo first,” Edi Hermanto, 
the upstream director at the Ministry of 
Energy and Mineral Resources told Dow 
Jones Newswires by phone. Hermanto 
didn’t specify the size of the first LNG 
shipment from the Tangguh plant. One 
cargo usually comprises 125,000 tonnes 
of LNG. The BP-led consortium signed 
an agreement in 2005 to supply 550,000 
tonnes of LNG a year to South Korea’s 
Posco (005490.SE) at US$3.36 per 
million British thermal units for 25 years. 
It also agreed to ship 2.6 million tonnes 
of LNG a year to China National 
Offshore Corp.’s terminal in southeastern 
Fujian province for 25 years. 

DOW JONES, June 30, 2009 
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The Singapore government will take over 
the development of the country’s first 
liquefied natural gas (LNG) import 
terminal on Jurong Island. It will take 
over ownership of the facility from 
current owners Power Gas and its partner 
GDF Suez. The government said this is 
to prevent delays in the building of the 
terminal which is part of Singapore’s 
strategy to diversify its energy sources. 
It’s now slated to be ready in 2013, a 
year later than originally planned. 
Factories have seen orders fall amid the 
current economic downturn resulting in 
lower demand for electricity. The 
International Energy Agency estimates 
that global electricity consumption could 
drop by up to 3.5% in 2009, the first 
annual contraction since the end of 
Second World War. The Singapore 

government said uncertainty over energy 
demand has made it less commercially 
viable for PowerGas and GDF Suez to 
proceed with the country’s liquefied 
natural gas terminal. The global 
economic downturn has also made 
raising funds more difficult. The cost to 
build the facility could also have gone up 
by 50% to S$1.5 billion. In 2007, 
PowerGas, a wholly-owned subsidiary of 
Singapore Power, was designated as the 
LNG terminal owner and operator. S 
Iswaran, Senior Minister of State, Trade 
& Industry and Education, said: “If we 
were to pursue this option of continuing 
on a commercial basis with Power Gas, 
there will inevitably be more delays as 
PowerGas tries to put together a 
proposition that works for all parties. 
“Secondly, the costs are likely to be 
higher because of the financing element. 
From Singapore’s point of view, it is of 
national interest to proceed with this 
project and that we do it in a timely 
way.” 

CHANNEL NEWSASIA, June 30, 
2009 
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Woodside Petroleum’s Browse liquefied 
natural gas project in Western Australia 
isn’t facing a “cost blowout,” spokesman 
Roger Martin said, The West Australian 
reported. “Any suggestion of a cost 
blowout for the Browse LNG 
development is simply wrong,” he said in 
response to a report in The Australian 
newspaper that the project’s costs may 
reach A$50 billion. The cost for the 
proposed Browse project won’t be 
known until a final investment decision 
is made, Martin said. “The speculation in 
the report this morning is grossly 
misleading.” Woodside Petroleum’s aim 
to have agreed by last night on a location 
for the Browse Basin project with its four 
joint venture partners has failed amid 
increasing concern the US$25 billion 
liquefied natural gas project may be 
delayed indefinitely. Just over six months 

after Woodside Browse boss Betsy 
Donaghey said a site selection by “the 
first half of next year is something we 
would really try to achieve,” July1’s non-
binding deadline went without resolution. 
Their indecision means Woodside’s 
proposed timetable for the project, which 
if developed as a greenfields site in the 
Kimberley is likely to cost US$25 
billion, is drifting fast and threatening 
Woodside boss Don Voelte’s much-
hyped aim to build an LNG train every 
two years. A Woodside spokesman said 
on July 1 the joint venture would choose 
a site “later in 2009,” or almost a year 
later than Mr Voelte had anticipated. 
“This will provide sufficient time to 
evaluate the Kimberley LNG precinct 
and to progress work associated with 
both options,” he said. 

THE WEST AUSTRALIAN, July 2, 
2009 
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Toll Group has landed a US$180 million 
deal to manage the supply base and 
logistics services for a gas project off 
Western Australia, according to the 
Melbourne Herald Sun. Toll said its WA-
based Toll Energy division would 
execute the three-year contract for the 
US$50 billion Gorgon project on Barrow 
Island. Toll also said its resources 
business continued to be a strong 
performer, and it planned to examine 
further investments and organic growth 
in the resources sector both in Australia 
and overseas. It said its work would 
begin on Barrow Island once all 
necessary government approvals for the 
Gorgon project were received and 
following the joint venture partners’ final 
decision to proceed, which is expected 
later this year. ExxonMobil and Shell 
both have 25% stakes in the project, 
which will draw gas from Australia’s 
largest-known gas resource, the 40 
trillion cubic foot Greater Gorgon fields. 

MELBOURNE HERALD SUN, 
June 29, 20093 
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Contact Energy, and state-owned Genesis 
Energy have deferred a plan to import 
liquefied natural gas (LNG), Genesis 
said, Reuters reported. An improvement 
in the local supply of gas for the next 
decade meant the decision on whether to 
apply for permission to build a gas 
storage and conversion facility, originally 
expected to cost around US$384 million, 
was pushed back by a number of years, 
Genesis Public Affairs Manager Richard 
Gordon said. “The short term gas supply 
has improved, and that takes the pressure 
off from where we were a couple of 
years ago,” Gordon said. But, he added, 
“Our view is that we are likely to need to 
import LNG at some stage.” When the 
project joint venture, known as 
Gasbridge, was first set up, it was 
thought New Zealand might need to 
import gas to supplement the local 
supply by 2012, a date which has now 
been pushed back to around 2018, 
Gordon said. The ageing Maui field, 
which supplies the bulk of New 
Zealand’s gas, is not declining as fast as 
originally thought, while new but smaller 
fields such as Pohokura, Kupe and 
Turangi are coming into production. 
About a quarter of New Zealand’s 
electricity is generated from gas-fired 
stations, the bulk of which are operated 
by Contact and Genesis, with around 
60% of power coming from hydro 
stations. 

REUTERS, July 2, 2009 
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Santos Limited plans to delist its 
American Depositary Receipts from the 
NASDAQ Stock Market in the United 
States. Its ADRs have been listed on 
NASDAQ since 1981. The delisting is 
expected to be effective on 31 July 2009. 
Following the delisting, Santos ADRs 

will be eligible for trading on the over-
the-counter market in the United States 
and will continue to be eligible for book-
entry settlement in the Depositary Trust 
Company. Santos’ ordinary shares will 
continue to be traded on the Australian 
Securities Exchange. Santos Executive 
Vice President & Chief Financial Officer 
Peter Wasow said: “Over the last year, 
our average ADR trading volume has 
been less than one% of the total trading 
volume in our shares.” “We have 
therefore determined that the additional 
cost and administrative burden of seeking 
to register our securities or underlying 
ADRs under the US Securities Exchange 
Act to maintain our NASDAQ listing is 
not in the best interests of all our 
shareholders,” Wasow said. 

SANTOS, June 30, 2009 
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Sovkomflot and Royal Dutch Shell 
signed a contract to use Russian tankers 
in the transportation of LNG from the 
Sakhalin Island plant, as well as from 
other LNG production facilities 
scheduled for construction in Russia 
within the next several years. The sides 
are also to co-operate in projecting of the 
new LNG plant to be built on Yamal 
peninsula. “The partners have agreed to 
develop projects of Arctic shipping 
construction to transport LNG, which 
will be built on Russian plants and 
shipping yards abroad,” Sovkomflot 
stated. Besides, Shell and Sovkomflot 
have signed an agreement to use tankers 
of Aframax type to transport oil 
produced by Shell from the regions of 
Northern Europe to the areas of 
Middetaranian Sea.  

MORPROM.RU, July 1, 2009 
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Gazprom is not going to re-schedule 
terms to implement big projects, 
including the development of 
Shtokmanovskoye field, within the 
holding’s investment program despite the 
latest decision to cut the investments for 
about 30%, Alexei Miller, head of the 
company said. “In relation to big 
investment projects that have been 
mentioned in the second quarter, they 
will stay in the investment program. 
There will be no decisions to move terms 
to implement [these projects],” Miller 
said. He added that the terms to 
implement Shtokmanov project will stay 
as it is. “The terms to start production is 
the end of 2013 for gas to be transported 
by the pipeline and 2014 for the LNG 
plant,” he said.  

MURMANSK BUSINESS 
PORTAL, June 26, 2009 
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Total and Shell are included in short-list 
of companies to co-operate in 
construction of new LNG plant in Yamal 
peninsula, said Alexander Medvedev, 
deputy head of Gazprom. “We have 
reached an agreement that in the shot-list 
for Ymal LNG plant are to be included 
Total and Shell,” Medvedev said and 
added that Japanese Mitsui and 
Mitsubishi would be minority stakes in 
the plant. If decision to build the plant is 
taken, the facility would use gas to be 
produced from Tambeiskaya group of 
deposits, including Yuzhno-Tambeiskoye 
controlled by the private Novatek. “We 
have now scheduled to negotiate with 
Novatek and to see what they could offer 
in relation to the development of the new 
deposit and will be working together,” 
Gazprom’s official said. Gazprom owns 
20% of shares in Novatek.  

TREND CAPITAL, June 26, 2009
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Spanish utility and global wind farm 
leader Iberdrola has agreed to sell its 
stakes in two Spanish regasification 
plants to RREEF Infrastructure, the 
company announced July 1. Its stakes in 
Saggas, at Sagunto near Valencia, and 
Bahia de Bizkaia Gas (BBG) near 
Bilbao, are valued at 200 million euros 
(US$281 million). The sale of 25% of 
BBG and 30% of Saggas, part of 
Iberdrola’s divestment programme, will 
bring Iberdrola some 27 million euros in 
pre-tax capital gains. In the case of 
Saggas, Iberdrola has agreed to transfer 
60% of Iniciativas de Gas, which has 
50% of the regas plant and in which rival 
utility Endesa has a 40% stake too. 
Iberdrola entered Saggas’s shareholding 
in July 2002, and the plant has been 
operating commercially since April 2006. 
Saggas has a 450,000 m3 storage 
capacity, and a regasification capacity of 
1,000,000 m3 of natural gas per hour. 
Bilbao-based Iberdrola entered BBG in 
1998, and the plant at Ziérbana near 
Bilbao has been in service since August 
2003. The plant regasifies LNG it 
receives from methane tankers, and has a 
storage capacity of 300,000 m3, and an 
emission capacity of 800,000 m3 of gas 
per hour. Some of this gas fuels the 
Bahia de Bizkaia Electricidad (BEE) 800 
MW combined cycle gas turbine (CCGT) 
plant, in which Iberdrola maintains its 
25% stake. RREEF Infrastructure is part 
of RREEF Alternative Investments, 
which is an investment arm of Deutsche 
Bank’s asset management division. On 
March 31, 2009, RREEF Alternative 
Investments administered assets valued 
at 46 billion euros (US$64.7 billion), of 
which 5.2 billion euros corresponded to 
RREEF Infrastructure.  

NEWSBASE, July 2, 2009 
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Spanish gas infrastruction near-
monopoly Enagas announced June 30 
that after the summer its regasification 
plant at Cartagena in south-east Spain 
will be able to receive LNG from 
methane tankers with a capacity up to 
263,000 m3, considerably more than the 
plant’s current limit of 140,000 m3. It 
will be Enagas’s first regas plant able to 
unload LNG from such large vessels. 
Enagas is also building a fifth storage 
tank at Cartagena with an LNG storage 
capacity of 150,000 m3, and in 
September it hopes to begin work on the 
interconnection lines between the plant 
and the new tank. With an investment of 
some 100 million euros (US$141 
million), the tank should be operating by 
late 2010. Enagas inaugurated 
Cartagena’s four storage tank, also with a 
150,000 m3 capacity, in 2008.  

NEWSBASE, July 2, 2009 
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Iraq may sign a final agreement wi th 
Royal Dutch Shell Plc by September to 
process and export gas from the Basra 
area, said Abdul Hadi Al-Hassani, vice 
chairman of the nation’s parliamentary 
oil and gas committee. Shell and partners 
including Mitsubish i Corp. may set up a 
2 million-tonne-per-year floating 
liquefied natural gas facility to capture 
and process flared gas from the area, Al- 
Hassani told reporters at a conference in 
Singapore on July 1. The state-led 
venture may capture as much as 700 
million cubic feet a day of flared gas, 
process it on a vessel and sell the fuel 
overseas, he said. “We have to sign an 
agreement with Shell by Sept. 22,” Al-
Hassani said after attending the Next 
Generation LNG conference. “We plan 

to start production by 2013.” The Middle 
Eastern country, holder of the world’s 
third- largest oil reserves, is offering oil 
and natural gas areas to explorers to 
increase production more than 60% in 
the next f ive years. There is more gas 
available from adjoining fields to boost 
LNG exports from Iraq, which will own 
51% of the project, Al-Hassani said. The 
OPEC producer fell short of its goal to 
assign development rights for six oil and 
two gas fields in the bidding round with a 
service contract for the Rumaila oil field 
won by a BP Plc-led group being the 
only contract awarded. BP and China 
National Petroleum Corp. agreed to 
develop the field at a cost of US$2 a 
barrel after recovering investment, lower 
than the prices BP and Exxon initially 
bid, the ministry said in a statement on 
June 30. The operating cost for the 
Rumaila field is only about US$1 a barrel 
and the venture has a good return on its 
investments, A l- Hassani said. Some 
bidders were asking as much as US$20 a 
barrel while operating costs for fields 
were as low as US$1, he said. 

BLOOMBERG, July 1, 2009 
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Kuwait is not happy with terms offered 
by Qatar for the supply of LNG and the 
two countries remain in talks, Oil 
Minister Sheikh Ahmed al- Abdullah a l-
Sabah said. “Whenever they want to 
improve the terms, we are listening,” 
Sheikh Ahmed told reporters. Kuwait, 
which is importing gas to fuel its power 
plants, last month signed a deal with 
Royal Dutch Shell Plc to import LNG. 
The first shipment is expected at the 
beginning of next month after 
construction is completed on import 
facilities at Mina Al-Ahmadi. “When you 
want to buy something, you look for the 
best conditions that suit you. That we 
found with Shell,” the minister said. 
“They gave us the best offer.” 

BLOOMBERG, July 1, 2009
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Natural gas exporters, meeting in Qatar 
on June 30 amid a supply glut, are 
probably discussing the price of crude 
oil. Russia, Qatar, Algeria and Indonesia 
are among gas producers that link long-
term export contracts to oil prices rather 
than gas. Crude has rallied 62% to top 
US$70 in New York this year, while US 
gas futures slumped about 30%. “Gas 
prices are going to follow with a lag of 
about six months the oil price,” Algeria’s 
Energy Minister Chakib Kheli l said in 
the Qatari ca pital, Doha, on June 29. 
“All our contracts are long-term. Prices 
are fixed through a formula, so they are 
not affected” by the supply excess, he 
said. The start of new plants producing 
liquefied natural gas, which is gas cooled 
to a liquid for export by ship, and extra 
gas from so-called unconventional US 
deposits are increasing supply as the 
global recession cuts demand for energy. 
US gas stockpiles have risen 22% above 
the five-year seasonal average, according 
to the Energy Department. World gas 
supply is expected to exceed demand by 
as much as 15% this year, according to 

consultants Booz & Co. Russia and Iran, 
which have the world’s largest reserves 
of gas, are among members of the Gas 
Exporting Countries Forum that are 
meeting on June 30 in Doha to discuss 
funding a joint budget and appoint senior 
officials. The forum named Qatari 
Energy Minister Abdullah bin Hamad al-
Attiyah as president and delayed 
announcing a secretary general. 

BLOOMBERG, June 30, 2009 
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Qatar will supply Poland with 1 million 
tonnes per year of liquefied natural gas 
from 2014. Qatar Gas 3 will provide 
LNG to Polskie Gornictwo Naftowe i 
Gazownictwo SA, Poland’s state-owned 
gas company, government and company 
officials told reporters in Doha on July 1. 
Poland will soon sign an agreement to 
buy liquefied natural gas from Qatar, 
Maciej Wewior, a spokesman for the 
central European country’s Treasury 
Ministry, said by phone, after the Qatari 
side “clarified all the uncertainties” that 
on June 30 led them to announce the 
cancellation of the signing ceremony. 

BLOOMBERG, July 1, 2009 
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Another of the world’s largest and most 
advanced Q-Flex LNG carriers was 
delivered to Nakilat and chartered on 
long term contract 20to Qatargas LNG 
Limited-3, known as Qatargas 3, at 
Hyundai Heavy Industries Co, Ltd, 
shipyard in Ulsan, Nakilat and Qatargas 
said. The Nakilat owned Q-Flex LNG 
Carrier “Al Kharaitiyat” (pictured right) 
will be used to ship LNG produced by 
Qatargas 3, to markets primarily in the 
US. The Q-Flex and the even larger Q-
Max are a new generation of LNG mega-
ships. The Q-Max has 80% more 
capacity than conventional LNG carriers 
with about 40% lower energy 
requirements due to the economies of 
scale created by their size and the 
efficiency of the engines. Q-Max LNG 
carriers are unique and purpose built for 
Nakilat and allow for more efficient 
transport of Qatar’s natural gas to 
markets throughout the world. Qatargas 3 
shareholders are Qatar Petroleum (QP), 
ConocoPhillips and Mitsui & Co, Ltd.  

THE PENINSULA, July 2, 2009
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Oil and Gas Sector 

AfrOil 
Zambia has launched a bid round for 23 blocks, with  a 
deadline of August 7. 

AsianOil 
A group of Japanese companies is poised to sign a 
US$10bn development contract for Iraq’s Nassiriya f ield. 

ChinaOil 
CNPC may build a fourth West-East gas pipeline. 

FSU OGM 
China Development Bank is lending Turkmenistan US$4  
billion for gas projects. 

LatAmOil 
PDVSA has issued a US$3 billion bond to help pay of f 
service debts. 

MEOG 
BP and CNPC have jointly won a bid to develop Iraq' s 
super giant Rumaila oilfield. 

NorthAmOil 
The North American rig count has increased for two 
weeks, but it is too soon to declare the slump over . 

Renewable Energy Sector 

REM 
Abu Dhabi has been selected as the HQ of the 
International Renewable Energy Agency (IRENA). 
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