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The surplus of gas in North America is 
unprecedented and has led to a period of 
uncertainty and questions about the future. For 
North America’s LNG sector, plagued by low 
capacity usage and lower prices, the future could 
be bleak as global LNG traders sell elsewhere. 

�� One solution put forward is the export of gas, as 
LNG, probably to Asia. (Page 2) 

�� Analysts are now more sceptical that the long list 
of LNG import terminals going through the 
approval process will actually be built.  (Page 2) 
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The approval of the Gorgon LNG project has 
allowed Australia to describe itself as the future 
Qatar. However, not everyone is so confident. 

�� The US$41 billion Gorgon supply contract signed 
with PetroChina could actually be worth only 
US$12.6 billion if gas prices return to current 
levels over the next 20 years.  (Page 4) 

�� Future pricing volatility could make such a 
positive long-term market picture more uncertain. (Page 4) 

 

GLNG 
 

GLOBAL LNG 
MONITOR  
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Once again the need for LNG imports is 
being questioned and equity analysts at 
Pritchard Capital are going a step further, 
to say North America will become an 
LNG exporter. 

Forecasting “natural gas prices in Asia 
may remain higher than in North 
America,” a Pritchard analyst, Ray 
Deacon, said: “the ultimate destination of 
LNG coming from the Middle East is 
Asia and not the US.” 

Noting the progress in developing an 
LNG export facility at Kitimat in 
northwest British Columbia, also 
attracted by Asian gas demand. “We 
[will] end up exporting natural gas as 
LNG from North America, as it seems 
unlikely North America will be a major 
import destination for LNG,” Deacon 
said. Beyond Kitimat, he continued, 
“Chesapeake [Energy] has hired Citibank 
to look at LNG export” possibilities. 

Questions about future US natural gas 
supplies in the late 1960s resulted in the 
creation of an LNG import industry, with 
construction of a terminal in Everett, 
Massachusetts, which received its first 
LNG shipment in November 1971. 

The next year, the Elba Island terminal 
in Georgia was authorised. It went into 
operation in the late 1970s, along with a 
third terminal at Cove Point, Maryland. 
In 1980, the Federal Energy Regulatory 
Commission (FERC) website said, 
deliveries to both terminals were 
suspended owing to the high cost of 
LNG. 

The cost, as always, was relative. In 
this case it was relative to the dropping 
price of domestic natural gas as 
improved drilling technology tapped 
large gas reserves and produced a “gas 
bubble” of excess supply that lasted 
throughout most of the 1980s. No one is 
predicting a gas bubble for the second 
decade of the 21st century. 

 
Surplus 
A natural gas analyst at the US Energy 
Information Administration (EIA), Joe 
Benneche, believes there certainly is a 
possibility, in the short term, for prices to 
stay low as a result of reduced demand in 
a slow economy and the increase in gas 
production from shale. Technological 
advances in producing natural gas from 
shale formations have added a different 
dynamic to the whole situation, the EIA 
economist said. 

“It is a great game-changer,” according 
to the American Gas Association’s 
managing directory of policy analysis, 
Chris McGill. 

Based on the advances in technology, 
he said, the estimated reserves in the US 
“have grown by 50% since 1990” and 

there are now 100 years of supply. 
Pointing out “the gas-saturated rock is 

the real deal,” the AGA analyst said the 
ability to produce gas trapped in shale 
had reduced the exploration risk because 
the locations of North America’s shale 
deposits were well known. 

This allows investment to be focused 
on production technology in what has 
been likened to a manufacturing process, 
McGill added. 

Pritchard’s Deacon said he estimated 
the various North American shale 
reserves would be profitable at gas prices 
of US3.5-5 per 1,000 cubic feet 
(US$100-142 per 1,000 cubic metres), 
adding the exploration and production 
“industry was not going to have much 
problem growing their production with 
gas priced at US$5” per mcf. 

 
Demand projections 
Stating the “consistent thing” about the 
latest forecasts was strong supply, 
McGill said the question was demand. 
“What will be the new demand 
structure?” he asked, wondering what 
would happen to gas supplies if climate 
change legislation were adopted that 
called for natural gas to take over a 
significant power generation load in as 
little as five years. 

For Deacon, the questions are 
economic: When will industrial demand 
return? Will Canada’s oil sands be 
economical to develop?�  

COMMENTARY 
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For the second time in four decades, the US LNG industry is being shaken by new 
technology. 
By Jim Brumm 
�� North America will become an LNG exporter, a Pritch ard analyst claims 
�� Shale production, combined with reduced demand, has  cut into LNG prices 
�� North America is using only 10% of its LNG import c apacity 
 

Estimated reserves in the 
US “have grown by 50% 
since 1990” and there are 
now 100 years of supply 
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US LNG import terminals 
Source: FERC 
Note: In mid-2010 a new import 
terminal is expected to go into 
operation near Sabine Pass, Texas – 
the Golden Pass LNG Terminal – 
owned by Qatar Petroleum, 
ExxonMobil and ConocoPhillips 

 
“People are forgetting that [the 

development of the oil sands will 
require] 1-2 billion cubic feet [28-57 
million cubic metres] per day of natural 
gas,” Deacon said. 

“The significantly increased potential 
for producing gas … makes us less in 
need of additional LNG and tends to 
lower our market price and makes us a 
less desirable market to sell into,” was 
Benneche’s conclusion. “Whether or not 
North America will start exporting to any 
great extent is a much more difficult – 
and potentially politically involved – 
question that I will generally stay away 
from for now,” he continued, noting it 
was “obviously a possibility.” 

For Deacon, “the only way to be 
positive on LNG is to say the credit 
system will not finance” the pipelines 
needed to deliver the new gas supplies to 
market. 

One credit analyst, who no longer 
covers the world natural gas markets, 
described the supply changes as “a 
paradigm shift” in the markets and 
predicted the result would be a 
restructuring of the debt owned by 
developers of the LNG import terminals 
now in operation. 

Such efforts were used in 2008 by 
Cheniere Energy when the opening of its 
Sabine Pass LNG Terminal on the 
Texas/Louisiana border was not greeted 
with the expected number of cargoes, 
IPAA Economics Vice President Fred 
Lawrence pointed out. 

At present, North America is using 
only 10% of its LNG import capacity, 
AGA’s McGill noted. 

There will continue to be regional 
needs for North American LNG imports 
because of problems with the pipeline 
infrastructure, EIA’s Benneche said, 
citing the first US import terminal at 

Everett, Massachusetts. 
Built to provide supply security for the 

Boston metropolitan area, which was 
then at the end of the US pipeline 
network, the terminal was the only one in 
the US to operate throughout the 1980s 
and 1990s. 

Many of the infrastructure problems 
supporting the Everett terminal continue 
to exist despite the construction of the 
Maritimes & Northeast Pipeline, which 
delivers Sable Island gas to the US 
Northeast. 

That pipeline itself has needed gas 
from the Canaport LNG Terminal in St. 
John, New Brunswick, in 2009, while the 
Sable Island production facilities were 
being repaired. 

Benneche sees the need for some 
regional terminals to provide the security 
of supply flexibility, but has no 
suggestions about how such 
infrastructure will be financed. 

As for the LNG terminals now in the 
regulatory approval process, Deacon is 
“pretty sceptical” about any of them 
being built. 

In Oregon, where three terminals have 
been proposed, Avista Utilities has asked 
state regulators for permission to cut 
rates more than 20% from November 1 to 
reflect a drop in natural gas prices.�

COMMENTARY 

There will continue to be 
regional needs for North 
American LNG imports 

because of problems with 
the pipeline infrastructure 
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Australia is set to become a global 
energy powerhouse because of massive 
LNG developments such as the Gorgon 
project, as Asia’s rapidly growing 
economies queue up to buy its vast gas 
reserves in liquid form, according to the 
latest quarterly analysis from energy 
advisory firm EnergyQuest. 

Released on September 1, this revealed 
that Australian gas production rose by 
nearly 5% to hit a record 1.779 trillion 
cubic feet (50.4 billion cubic metres) in 
the 2008-09 financial year, which ended 
in June 2009. 

Yet this is just a fraction of the 
estimated 200 trillion cubic feet (5.66 
trillion cubic metres) of the gas sitting 
beneath the country’s terrain and coastal 
waters. 

EnergyQuest CEO Graeme Bethune 
said in the report that the sheer size of 
Australia’s gas reserves meant that 
Australia was likely to bolster its 
credentials as a leading LNG export hub 
over the short to medium term. 

“We expect that Australia, in the very 
near future, will be among the top 10 

countries globally measured by the size 
of its gas reserves,” he underlined. 

“While Australia cannot claim that it 
will be the ‘Middle East’ of gas, which 
has 2,700 trillion cubic feet (76.5 tcm) of 
proven reserves, it does have the 
potential to be one of the world’s major 
gas producers,” he claimed. 

Australian’s Labor government, led by 
Prime Minister Kevin Rudd, recently 
estimated that LNG exports could reap 
the national coffers a massive A$300 
billion (US$250.8 billion) in revenues 
over the next 20 years, overtaking coal as 
the country’s most valuable export. 

Even in the face of the global 
economic downturn, the first 8 months of 
2009 alone saw 12 million tonnes of 
LNG from the North-West Shelf off 
Western Australia contracted in multi-
billion dollar export agreements, a figure 
equivalent to Australia’s total production 
just a few years ago. 

 
Gorgon lead 
The biggest export deals to date have 
been struck at the Gorgon joint venture, 

involving Chevron, Shell and 
ExxonMobil as partners on Barrow 
Island, off Western Australia’s Pilbara 
coast. Supply contracts with China and 
India are already worth more than US$60 
billion, in what is heralded as Australia’s 
largest single resources investment. 

A US$41 billion supply contract with 
PetroChina in August marked the largest 
trade deal in Australian history, and more 
customers are likely to sign up for 
Gorgon’s output before it begins 
operating in 2014, creating some 6,000 
jobs in the process. 

Rudd announced the granting of 
licences and leases for the project on 
September 1 in a move that Chevron 
Australia’s managing director Roy 
Krywosinski said brought the venture 
“one step closer to project sanction.” 

Gorgon is just one of a clutch of LNG 
projects planned in the next decade that 
market observers say will pump tens of 
billions of dollars into the economy and 
see Australia throw down a challenge to 
Qatar as the world’s major LNG 
exporter. 

Australia exported 15.2 million tonnes 
of LNG worth A$5.2 billion (US$4.4 
billion) in 2006, a figure which the 
government estimates will quadruple to 
60 million tonnes by 2015 if all currently 
planned projects proceed. 

Qatar will by then be exporting 77 
million tonnes per year under its current 
timetable, but the number show the vast 
strides that the Australian LNG industry 
has sketched out. 

Western Australia is the centre of the 
LNG boom, with three huge gas fields 
off its northwest coast: the Carnarvon, 
Browse and Bonaparte basins.�  

COMMENTARY 
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Australia’s LNG prospects look extremely healthy after a number of record deals, but 
future pricing volatility could make a long-term market picture more uncertain 
By Kevin Godier 
�� Approval of the Gorgon project and PetroChina’s US$ 41.8 billion deal has boosted Australia ’s LNG business. 
�� Australia ’s current exports from the North-West Shelf project  have reached record levels 
�� The country has the potential to overtake Qatar in terms of production 
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But Queensland State on the east coast 
also contains significant reserves of coal-
bed methane (CBM), naturally occurring 
methane trapped by water deep 
underground that can be converted to 
LNG. 

Shell is planning a CBM plant in 
Queensland that is expected to produce 
up to 16 million tonnes per year of LNG, 
alongside other energy giants such as the 
UK’s BG Group, ConocoPhillips and 
Malaysia’s Petronas that are also 
developing projects in the area. 
 

These all aim to tap into demand from 
Asia, where existing gas fields in 
Malaysia and Indonesia are approaching 
the end of their operational life, and are 
helping to create the market for 
Australian gas. 

Bethune noted: “a number of new 
countries that are importing LNG,” citing 
China, India, Malaysia, Singapore and 
Chile. 

 
Environmental/revenue concerns 
Inevitably, not everyone is happy about 
Australia’s rush to exploit its LNG 
reserves, with green groups persistently 
flagging concerns that environmental 
factors are being neglected. Environment 

Minister Peter Garrett has acknowledged 
that Gorgon is “greenhouse-gas 
intensive” and could raise national 
emissions by up to 1% if ambitious plans 
to pump carbon dioxide emissions into 
the seabed fail. 

Garrett has included 28 conditions in 
his Gorgon approval designed to protect 
the environment, but it is not only green 
concerns that are placing question marks 
against Australia’s LNG expectations. 

For the sponsors and government, a 
bigger worry may be the big drop in gas 
prices now afflicting producers globally. 
Unfortunately for the natural gas 
industry, increased supply has coincided 
with the largest global economic 
contraction in six decades, triggering 
abnormally low prices. 

EnergyQuest reported that Australia’s 
average LNG sales were worth A$6.24 
(US$5.23) per gigajoule, down 24% on 
the previous quarter and less than half the 
A$15.44 (US$12.95) per gigajoule 
logged in its December 2008 report. 

At the prices averaging throughout the 
second quarter of 2009, ExxonMobil’s 
recent deal to sell China 2.25 million 
tonnes, or one sixth of the LNG 
production from Gorgon, would be worth 
about A$15 billion (US$12.6 billion), 

rather than the A$50 billion (US$41.9 
billion) the Rudd government speaks of, 
analysts have pointed out. 

EnergyQuest’s Bethune said LNG 
prices had fallen because they were 
linked to global oil prices. They also 
traditionally lag behind them, he 
highlighted, meaning that the trough in 
oil prices in the first quarter of 2009 had 
translated into LNG price falls in the 
second quarter. 

Prices could be expected to rise this 
quarter, he predicted, bolstering the 
revenue of Woodside Petroleum, BHP 
Billiton and Santos, the three Australian-
listed LNG producers. 

Entering the LNG market on the huge 
scale envisaged by these players will be 
no breeze, but the current market 
snapshot is a short-term reality that bears 
little linkage to the notoriously long lead 
times for LNG. 

At the end of all the potential 
Australian LNG export production sit 
Asian buyers who face a gap between 
their potential medium-term demand and 
contracted supply, which should help to 
facilitate the recovery of prices, thereby 
vindicating Australia’s optimistic longer-
term LNG perspectives.�

Nigerian Minister for Petroleum 
Resources Rilwanu Lukman demanded 
on August 26 that foreign oil companies 
and the Nigerian Liquefied Natural Gas 
Company (NLNG) find a solution – 

within two weeks – to the lack of 
affordable cooking gas supplies for the 
market’s 140 million inhabitants. 

On the same day, it was reported by 
Reuters that Nigeria had lost the 

equivalent of 80 liquefied natural gas 
cargoes (LNG), each worth around 
US$15 million, since the shutdown of 
Royal Dutch/Shell’ s Soku gas plant in 
November 2008.�  

COMMENTARY 
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New concerns about Nigeria’s gas production are adding to the existing woes afflicting the 
country’s oil-driven economy 
By Alfonse Dubere 
�� Lukman has called for increased domestic gas provis ion 
�� NLNG has suffered because of disruption to the Soku  plant 
�� Banking turmoil and a return to instability suggest  autumn could be tricky 
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This has generated a total of US$1.5 
billion in export revenue losses. 

These worrying developments come 
against a background where Nigeria is 
still struggling to regain its position as 
Africa’s leading oil producer, having 
been overtaken by Angola as troubles in 
the Niger Delta slashed production in 
2009 to as low as 1.3 million barrels per 
day. Combined with global oil price falls 
over the past year, this has led to 
precipitous tumbles in the country’s oil 
revenues, reflected in recent data from 
the Central Bank of Nigeria (CBN) 
indicating that foreign reserves stood at 
US$40 billion in late August, compared 
to US$64 billion in August 2008. 

To make matters even worse, 
international banks have reportedly been 
pulling credit lines from Nigeria’s 
hydrocarbons industry in the wake of 
alarms raised by the CBN over the health 
of the banking industry in sub-Saharan 
Africa’s second biggest economy.  
 

 
Gas sector woes 
Nigeria’s situation is in many ways 
summed up by the flagship NLNG plant 
on Bonny Island, which supplies 10% of 
world LNG via the export of 22 million 
tonnes per year, yet has been operating at 
only 50% of capacity since the Soku 
feeder plant closed, after pipelines were 
severely damaged when condensate 
thieves illegally tapped into them. 

Despite a brief four-day restart in 
April, the Soku facility “is back down 
again after they attacked it again,” said 
an industry source quoted by Reuters. 

Nigeria sits on the world’s seventh 
largest natural gas reserves – estimated at 
5.22 trillion cubic metres – but has been 
unable to develop its gas industry to 
anywhere near its full potential owing to 
a combination of funding shortfalls, 
corruption and militant violence and 
crime in the Niger Delta. 

Shell’ s Utorogu gas plant in the Niger 
Delta, for example, was shut down in 
mid-August after the Escravos-Lagos 
pipeline, which carries gas from the 
Niger Delta to the commercial hub of 
Lagos and other parts of southern 

Nigeria, was attacked by thieves. 
Nigeria expects its total domestic gas 

demand to grow by more than 20% each 
year, reaching 283 million cubic metres 
per day by 2015, from around 14.2 mcm 
per day in 2000. It has invited the major 
foreign oil companies operating in-
country – Shell, ExxonMobil, Chevron, 
Total and Agip – to help explore and 
develop its gas reserves, but has 
concurrently insisted that any investment 
must first focus on delivering the natural 
resource to its large population. 

In addition to cooking gas shortages, 
many Nigerians go without mains 
electricity for weeks. The short-term plan 
is to provide gas to fire new power 
generation to bring the country’s 
generating capacity from 2,400MWh up 
to 6,000MWh by the end of the year, but 
doubts that this can be achieved – in the 
light of the continual pipeline sabotage – 
are now rife. 

During the second quarter, power 
generation fell to 1,503 MWh, from 
2,034.4 MWh in the first quarter and 
2,500 MWh in the second quarter of 
2008, according to data from the CBN, 
reported by Renaissance Capital. 

Lukman made clear his dissatisfaction 
with the energy industry’ s insufficient 
production of domestically usable gas on 
August 26. 

He “warned that in demonstration of 
the seriousness attached towards solving 
the problem, the federal government 
would not hesitate [to wield] the big stick 
and make it mandatory,”  said a 
spokeswoman for the petroleum ministry, 
Florence Bolokor-Mohammed, quoted by 
Reuters. 

A committee, chaired by an NLNG 
official, has been created to come up 

with recommendations to boost supplies 
of liquid petroleum gas (LPG), but the 
NLNG operations have fallen under a 
fresh shadow in the last few days. 

Nigeria’s House of Representatives 
said on August 27 that some US$2.5 
billion in export proceeds from NLNG 
that should have been remitted to the 
central government had been traced to a 
Nigerian bank and to JP Morgan’s 
Chicago branch, in the US. The chairman 
of the ad-hoc committee, Igo Aguma, 
investigating the activities of the 
Nigerian National Petroleum Corporation 
(NNPC), its subsidiaries and the 
Department of Petroleum Resources 
(DPR), said the committee had 
discovered that out of the US$4.5 billion 
proceeds from government investments 
in NLNG in the last four years, only 
about US$127 million had been remitted 
to government coffers within the period. 

 
Financial scandal 
In the wider Nigerian economy, large 
doubts over the health of the local 
banking industry have mushroomed 
following an injection by the CBN of 400 
billion nairas (US$2.6 billion) into five 
domestic banks after they were found to 
have very low cash reserves because of 
bad loans. 

The new CBN governor, Lamido 
Sanusi, has been touring the world to 
reassure foreign investors that decisive 
measures have stabilised the system, but 
the inevitable fears over a financial 
meltdown have seen some major foreign 
banks suspend funding for oil and gas 
projects being executed by indigenous 
contractors, as well as for petroleum 
product imports. 

As if all this were not enough to 
contend with, the threat of new attacks 
on oil production facilities remains ever-
present. Nigeria began implementing an 
amnesty deal for all militants in the Niger 
Delta on August 6 in an effort to end 
crippling attacks on the oil industry, an 
initiative that may have underpinned a 
rise in crude production to about 1.7 
million bpd, Lukman told reporters in 
late August.�  

COMMENTARY 

Nigeria expects its total 
domestic gas demand to 
grow by more than 20% 
each year, reaching 283 
million cubic metres per 

day by 2015 
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However a 60-day ceasefire announced 
by the Movement for the Emancipation 
of the Niger Delta (MEND), the region’s 
most prominent and sophisticated rebel 
group, will expire on September 15. 

Nigeria has faced up to any amount of 
problems in its past, usually with at least 
some success, but appears to have its 
back fully to the wall at present. The 
hope must now be that the relative peace 

in the Niger Delta can be maintained to 
enable the region’s hydrocarbon facilities 
to come fully onstream again. But few 
observers will be betting on this 
outcome.�

CNOOC Ltd has won its first exploration 
contract in the Middle East, inking a 25-
year deal with Qatar Petroleum to search 
for gas offshore, it announced on August 
31. 

The deal will see CNOOC Ltd, the 
listed arm of state-owned China National 
Offshore Oil Corp. (CNOOC), invest 
US$100 million and drill three wells over 
five years, according to chairman Fu 
Chengyu and Qatari Oil Minister 
Abdullah Bin Hamad Al-Attiyah. 

Al-Attiyah added that the two sides 
would also discuss the sale of more 
liquefied natural gas (LNG) by Qatar to 
CNOOC, which is set to receive its first 
shipment of Qatari LNG in October 
under a 2 million tonne per year supply 
deal agreed previously. 

The company will need 40-60 million 

tonnes per year of LNG by 2020, said 
Chengyu. 

However, Chinese media are arguing 
that the plan is not foolproof, reporting in 
August that high import costs have made 
it hard for CNOOC to find advance 
buyers for the first shipment of Qatari 
LNG. 

Downstream end users of LNG have 
signed letters of intent (LoIs) – rather 
than formal contracts – to buy the LNG, 
state-run newswire Xinhua reported mid-
August. 

And cost is the main reason for their 
caution, it said, noting that the average 
cost of 3,000 yuan (US$438.96) per 
1,000 cubic metres of LNG is almost 
double the price of supplies from 
Australia. 

Chinese oil firms, however, seem 

prepared to pay a high premium for 
overseas energy resources, betting on an 
economic revival that will boost demand 
to levels that more than make up for 
import costs. As such, the oil-rich Middle 
East is an obvious hunting ground. 

CNOOC said in early July that it might 
also bid for Iraqi oilfields after rival 
China National Petroleum Corp. (CNPC) 
beat it in first-round bidding for a raft of 
exploration and development contracts. 

Chinese oil firms are key to Beijing’s 
overseas ambitions, as the government 
pledges to boost overseas energy and 
mining acquisitions by half this year. 

Local energy companies have already 
spent at least US$13 billion on overseas 
assets since December 2008, as they take 
advantage of low asset prices amid the 
global economic downturn.�

India’s Petronet LNG is to import an 
extra 2.5 million tonnes per year of LNG 
from Qatar’s RasGas-II from November, 
raising total imports to 7.5 million tonnes 
per year. 

“We will start receiving the second 
tranche of 2.5 million tonnes per year of 
LNG from November,” Petronet 
managing director Prosad Dasgupta said. 

RasGas-II’s current supplies of 5 
million tonnes per year are part of its 7.5 
million tonnes per year of contracted 
exports to India’s Dahej LNG terminal 
on the coast of Gujarat state. 

It also supplies 1.25 million tonnes to 
Dahej under a separate short-term 
contract, which expires in October 2009. 

Petronet and RasGas-II have now 

signed an agreement amending the 
existing contract to raise exports by an 
extra 2.5 million tonnes per year. 

The LNG price is to be linked to the 
average Japan Custom Cleared Crude 
Price of the previous 12 months, with a 
cap of US$70 per barrel and maximum 
price of 12.65% over the average 
price.�
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RasGas-II will start supplying the extra 
2.5 million tonnes from the first week of 
November this year. A 25-year Vessel 
Time Charter contract has been awarded 
to a consortium led by Mitsui OSK Lines 
to transport the LNG. 

Petronet has recently increased 
regasification capacity at Dahej from 6.5 
to 10 million tonnes per year to 
accommodate the additional shipments. 

The company official claims that the 

terminal could gasify up to 11.5 million 
tonnes per year. 

A second 2.5-km jetty and associated 
marine facilities are being developed at 
the terminal through an estimated 
investment of US$100 million. 

BMT Consultants has designed the 
new jetty, which will be able to receive 
Q-MAX vessels. 

Petronet has already found buyers for 
Dahej’s regasified LNG. It has signed an 

agreement with the Delhi provincial 
government to supply 7.5 million cubic 
metres per day of gas to the 350-MW 
Pragati-II thermal power plant (TPP) and 
the 1,000-MW Bawana TPP in Delhi 
from early 2010. 

Talks with two Gujarat fertiliser 
companies taking place to supply around 
2 million tonnes per year of regasified 
LNG, equivalent to 7.24 mcm per day of 
natural gas.�

Japan Petroleum Exploration Co. 
(JAPEX) said it would buy a 90% stake 
in a petroleum product sales unit of 
Mitsubishi Materials Energy Corp. as 
part of efforts to expand its liquefied 
natural gas (LNG) business. 

JAPEX has so far sold LNG to 
companies, including gas utilities, only in 
the northeastern areas of the country. But 
the acquisition will enable the Tokyo-
based firm to sell the fuel across the 
country utilising the Mitsubishi Materials 
Energy unit’s nationwide sales network. 

Resource-poor Japan imports almost 
all of its natural gas in the form of LNG 
and is by far the world’ s biggest LNG 
importer. Demand for the cleaner-
burning fuel from Japanese industries 
struggling to cut carbon dioxide (CO2) 

emissions is expected to keep growing. 
According to JAPEX, Mitsubishi 

Materials Energy, a wholly owned 
subsidiary of Mitsubishi Materials Corp., 
will spin off its petroleum product sales 
business and transfer it to a new 
company to be established on November 
1 this year. JAPEX will purchase 900 of 
the 1,000 issued shares of the new 
company, JAPEX Energy Co., on the 
same day, under the agreement with 
Mitsubishi Materials Energy. The 
acquisition price has not been decided 
yet, but will likely be a few hundred 
million yen, JAPEX said. 

JAPEX’s operations in Japan include 
natural gas supplies, as well as oil and 
gas exploration and production activities. 

“JAPEX believes that its purchase of 

Mitsubishi Materials Energy’s petroleum 
product sales unit can be expected to 
contribute not only to the continuation of 
petroleum products sales but also to the 
expansion of its natural gas and LNG 
sales, enabling it to meet the LNG 
requirements of Mitsubishi Materials 
Energy’s customers and to use the 
acquired marketing facilities to develop 
new LNG demand and expand LNG 
sales,”  JAPEX said in a statement. 

“JAPEX is convinced that the purchase 
(of Mitsubishi Materials Energy’s 
petroleum product sales unit) will 
contribute to the growth and profitability 
improvement of the JAPEX Group,”  the 
company added.�

Indonesia has shipped a cargo of 
liquefied natural gas (LNG) from the 
Tangguh plant in West Papua province 
for US-based Sempra Energy Corp. 

It is the first cargo of Tangguh LNG 
shipped to Sempra Energy’s Energía 
Costa Azul LNG in Baja California, 
Mexico. It is also one of 33 LNG cargoes 
that were to be shipped from Indonesia’ s 

three LNG plants, including Tangguh, to 
various customers worldwide in August. 

Raden Priyono, the head of Indonesia’s 
upstream oil and gas regulator BPMigas, 
was quoted as saying by Bisnis Indonesia 
that the 33 cargoes totalled 1.452 million 
tonnes of LNG. 

In addition to one cargo from the 
Tangguh plant, four cargoes were to be 

shipped from the Arun plant in Aceh 
province – two each to South Korea and 
Japan – and 28 cargoes were to be 
shipped from the Bontang plant in East 
Kalimantan province - 20 to Japan, four 
to Taiwan, three to South Korea and one 
to China – in August, Priyono said.�
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The BP-led US$5 billion Tangguh 
LNG project – Indonesia’s third large-
scale scheme after the Arun and Bontang 
plants – began production in mid-June at 
its first train after a long delay and plans 
to start production at its second train by 
the end of September. 

The Tangguh LNG plant is scheduled 
to produce a total of 7.6 million tonnes of 
the fuel a year from the two trains. 

The Tangguh project sent its first LNG 
cargo to South Korean steelmaker 
POSCO’s LNG terminal in Gwangyang 
city, South Jeolla province, and its 
second LNG cargo to China National 

Offshore Oil Corp. (CNOOC)’s LNG 
terminal in China’s Fujian province in 
July. 

But BP shut down the Tannguh plant 
in August for maintenance work. Priyono 
was quoted as saying by Bisnis Indonesia 
that the Tangguh plant was still being 

maintained and could only resume 
operation in the next two weeks. 

The Tangguh project has signed long-
term contracts to supply 2.6 million 
tonnes per year of LNG to CNOOC’s 
Fujian LNG terminal, 1.15 million tonnes 
per year to K-Power and POSCO in 
South Korea, and 3.6 million tonnes per 
year to Sempra Energy’s Energía Costa 
Azul LNG terminal. 

Under the contract with Sempra 
Energy, 50% of the 3.6 million tonne 
annual quota, or 1.8 million tonnes, can 
be diverted to other customers.�

Indonesia’ s upstream oil and gas 
regulator BPMigas said it gave final 
approval to Japanese energy developer 
Inpex Corp.’ s plan to build an offshore 
plant for its Masela liquefied natural gas 
(LNG) project in the Timor Sea. 

Inpex has a 100% stake in the Masela 
LNG project, which will cost around 
US$10 billion. The Masela project will 
produce 4.5 million tonnes per year of 
LNG, starting in 2016. Inpex wants to 
ship all of the LNG to Japanese buyers. 

“Our study shows that a floating 
facility remains the most economically 
feasible option,”  Raden Priyono, the 
head of BPMigas, was quoted as saying 
by the Jakarta Globe. The Indonesian 
government had previously been 
studying ways to avoid the construction 
of an offshore plant, despite tentatively 
agreeing in January to Inpex’s plan to 
build an offshore facility. It had urged 
Inpex to build the plant on Tanimbar 
Island in Maluku province and connect it 
with the Masela block through an 
underwater pipeline. The Indonesian 

government had been seeking to avoid 
additional cost-recovery payments it 
would owe Inpex for an offshore plant. 

However, the Japanese company 
wanted to avoid land-acquisition 
problems associated with building an 
onshore facility. 

Priyono said the Indonesian 
government had determined that it would 
be prudent to endorse the offshore 
facility. “We saw the future prospects of 
the offshore facility,”  he said. “The 
floating option would be of greatest 

benefit to Indonesia [in the long term], 
considering there are many potential gas 
blocks around Masela.”  

Inpex set a medium- and long-term 
growth strategy recently, which calls for 
more than doubling its oil and gas 
production to between 800,000 and 1 
million barrels of oil equivalent per day 
(boepd) on a net basis by 2020 from 
405,000 boepd in the 2008 fiscal year. 

The Japanese firm sees the Ichthys 
LNG project in Australia, which will 
start production in 2015, and the Masela 
LNG project in Indonesia as the key to 
the success of the new growth strategy. 

The US$20 billion Ichthys project in 
Australia’s Northern Territory will 
produce more than 8 million tonnes per 
year of LNG and approximately 1.6 
million tonnes per year of liquefied 
petroleum gas (LPG), which will be 
shipped to Japanese and other customers. 

Inpex has a 76% stake in the Ichthys 
project, while French oil major Total 
holds the remaining 24% stake.�
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Construction of Singapore’s US$1-1.5 
billion LNG terminal on Jurong Island, 
which has been subject to delays, is now 
reportedly due to start in January, 2010. 

According to Lawrence Wong, CEO of 
the Energy Market Authority (EMA) that 
is now spearheading the crucial project, 
EMA is evaluating designs and bids from 
three shortlisted groups to build the LNG 
terminal and aims to award the main 
engineering, procurement and 
construction (EPC) contract by year-end. 

Wong told the Business Times that 
EMA had been working hard on several 
fronts since June, when it took over the 
delayed project from PowerGas and GDF 
Suez. 

He emphasised that it had also been 

discussing project financing with the 
Ministry of Finance and staffing the 
ranks of the new Singapore LNG 
Corporation with foreign LNG experts 
and local engineers to oversee 
construction and later manage the 
terminal’s operations. 

“There’s a lot of work going on right 
now in terms of reviewing the bids and 
building a good team to manage the 
project and deliver it on time,” Wong 
told the newspaper in an interview 
published on August 28. 

Wong said that EMA was evaluating 
three “high-quality” submissions from 
the short-listed EPC groups. These are: 
Chicago Bridge and Iron (CB&I); a 
consortium led by British company 

Whessoe and including SK Engineering 
and LG International from South Korea, 
and Samsung from South Korea. 

“We will award the contract by year-
end,” he said. “Then we will move into 
the construction phase in January, which 
will take three years. So we will be on 
track and ready for start-up in 2013.” 

The LNG terminal will help Singapore 
diversify its gas supplies, now piped 
from Malaysia and Indonesia. The 
facility will first comprise two 150,000-
cubic metre tanks with storage capacity 
of three million tonnes per year. There 
are plans to double these capacities 
later.�

The Dragon LNG terminal in Milford 
Haven, South Wales, has successfully 
completed its commissioning phase and 
is now in commercial operation, the 
operator said in a statement on 
September 1. 

The Dragon terminal’s opening had 
originally been scheduled to take place at 
the end of 2007, but had been put back 
several times. The terminal has also been 
affected by several strikes this year. 

Dragon LNG can supply up to 6 billion 
cubic metres of gas a year into the UK 
grid system, accounting for up to 5% of 
current UK natural gas demand. It is a 
joint venture between BG Group (50%), 
Malaysia’s Petronas (30%) and the Dutch 

company 4Gas (20%). 
The terminal in Milford Haven port 

received its first commissioning LNG 
cargo on July 14, when the Methane 
Lydon Volney from Atlantic LNG 
Trinidad entered Dragon’s Berth number 
one. During the test period a series of 
shipments arrived at the terminal, 
following the first vessel. 

BG and Petronas between them have 
contracted for the full capacity at Dragon 
LNG over the next 20 years. The nearby 
South Hook LNG terminal, also located 
at the deepwater Milford Haven port, 
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 10.5 billion-
cubic metre per year capacity to 21 bcm 
per year. 

When both of Milford’s LNG 
terminals are complete, 25% of the UK’s 
gas could be channelled through them, 
analysts said, providing a huge new input 
point. 

UK gas utility Centrica has cited an 
annual UK gas demand of about 100 
bcm, predicting that by 2017, LNG is 
expected to account for nearly 30% of 
the country’s total gas supply. 

Other major UK terminals are located 
at the Isle of Grain and Teeside.�

ASIA 

%
�0���������?�������	�
<����������	�����
���	�����

EUROPE 

+��0������������	�
��

���
���������
��	����	��



����� *1�%����
2���$**3��,��4�1�� � ��0��))�

 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 

Golar LNG has reported a 9% reduction 
in turnover in the first half of 2009 in 
comparison with the same period in 
2008, but nevertheless achieved positive 
net income over the period. 

Reporting its interim financial results, 
the company said revenues for the six-
month period were US$100.7 million, 
compared to US$111.2 million for the 
same period in 2008. 

Golar’s net income from January to 
June was US$6.8 million. Freight rates 
for time charter equivalent declined 
during the period to an average of 
US$41,274 per day from US$46,550 per 
day in the same period of 2008. Average 
vessel utilisation also fell to 74% from 
85%. 

The group confirmed that it had 
established a new corporate vehicle 
named Golar LNG Energy Limited, 
registered in Bermuda. It is majority-

controlled by Golar LNG Limited, and 
will focus on regasification, liquefaction, 
transport and trading of LNG. 

In addition, the new company will own 
seven LNG carriers, predominantly 
newbuilds, but also including three 
1970s-built vessels. 

The remaining long-term charter 
business will continue as the mainstay 
activity of Golar LNG and is described 
by the group as being “low-risk.” 

A further objective of the restructuring 
has been, according to Golar, to help 
transform Golar LNG into a “high-
paying dividend stock, with significant 
growth opportunity.” 

Golar acknowledged that the LNG 
market had been “depressed” in the first 
half of 2009. However, the group 
considered that there were “signs of 
improvement” and that the overall 
outlook for the LNG sector was 

“positive.” 
In particular, the group anticipated that 

spot freight rates would improve in the 
third quarter, and its own utilisation rate 
had scope for improvement in the course 
of the next three to five years. 

As well as its own restructuring, Golar 
also expects some financial benefit to 
accrue from the termination of a share 
swap with Arrow Energy, which will 
generate about US$7.8 million of income 
during the third quarter. 

In the wider market, Golar commented 
that despite recent closures at Sakhalin-2, 
Tangguh, and Qatargas-2, there was 
confidence of an improvement in general 
market conditions. 

Together with new start-ups, Golar 
considers that this will be “positive for 
LNG shipping and trading.”�

The newly built Mina Al-Ahmadi LNG 
terminal in Kuwait has received its first 
commercial cargo, according to AISLive 
ship tracker on Reuters, following a 
month of delays, which saw a number of 
tankers moored off the coast of Kuwait. 

The 147,000-cubic metre Grand Aniva 
tanker, which was delivering LNG from 
the Sakhalin II project in eastern Russia, 
was seen docked at the terminal on 
August 31, the data showed. 

This marks the first cargo to arrive as 
part of a deal signed between Kuwait 
National Petroleum Company (KNPC) 
and Royal Dutch Shell, under which 
Shell will deliver LNG to Kuwait during 

the summer months, in order to 
supplement Kuwait’s growing domestic 
demand while the country works at 
developing its own gas reserves. 

A Reuters report said the Grand Aniva 
delivery was the first in a likely stream of 
Shell cargoes expected at the terminal in 
September. The report added that the 
Sohar LNG tanker from Oman had been 
waiting to offload offshore Kuwait for 
about a month, and that the Grand 
Mereya tanker was expected on 
September 4, and the Trinity Arrow on 
September 10, both from Sakhalin. 

One of the first LNG tankers expected 
to offload was diverted to the Hazira 

terminal in India in late August. The 
Grand Elena tanker, which sailed from 
Sakhalin, had been anchored off the 
Kuwaiti coast since early August. 

Mina Al-Ahmadi has the capacity to 
regasify 500 million cubic feet (14.16 
million cubic metres) per day at a 
baseload rate and is expected to take 
about 4 cargoes per month from Shell 
until October. 

The terminal is run jointly by KNPC 
and Excelerate Energy. It will be used to 
quench air-conditioning demand for the 
remainder of the 2009 summer and will 
act as an interim solution while Kuwait 
develops domestic gas reserves.�
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Documents reveal orchestrated campaign 
by ministers, mandarins and royalty 
Marsa El-Brega was once a tiny Libyan 
fishing village on the most southerly tip 
of the Mediterranean - now it is a 
thriving port handling 300 ocean-going 
ships a year and, with the help of Shell, is 
poised to become one of the world’s key 
energy terminals, capable of exporting 
huge quantities of gas to Britain. The 
Anglo-Dutch oil company is currently 
upgrading the liquefied natural gas 
(LNG) from 500,000 tonnes a year to 
3.2m and has just drilled the first of a 
dozen planned wells. These are the fruits 
of a historic visit in March 2004 by Tony 
Blair but also part of a closely 
orchestrated campaign by British 
ministers and Big Oil as documents seen 
by the Observer reveal. At least a dozen 
meetings - and possible more than double 
this number - were held in Tripoli and 
London between major Foreign Office 
officials and Shell top brass with Libya’s 
energy on the agenda. David Miliband 
and even Lord Kinnock discussed Shell’s 
business in the region and helped 
promote the UK’s wider energy agenda. 
The Shell deal did not go down well with 
US rivals who felt barred from contact 
with Libya. ExxonMobil had particular 
reason to be miffed because the Texan 
giant used to run the Marsa el-Brega 
LNG facility in the 1960s and 1970s. 
British oil interests got its second major 
boost in Libya - already one of the 
world’s biggest oil and gas producers - 
when BP won rights for exploration and 
development work there. Once again that 
oil deal was signed alongside a second 
Blair visit, in May 2007. “With its 
potentially large resources of gas, 
favourable geographic location and 
improving investment climate, Libya has 
an enormous opportunity to be a source 
of cleaner energy,” said BP’s group chief 
executive, Tony Hayward. More than 
US$900m was to be invested in Libya in 

onshore and offshore drilling in an area 
bigger than Kuwait - but total spending 
there could top US$20bn over the next 
two decades. “It is BP’s single biggest 
exploration commitment,” added 
Hayward, whose company seemed to 
hold such close relations with 
government it was dubbed Blair 
Petroleum. 

GUARDIAN, August 30, 2009 
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Nigeria has lost the equivalent of 80 
liquefied natural gas cargoes, each worth 
around US$15 million, since the 
shutdown of Royal Dutch Shell’s Soku 
gas plant last November, an industry 
source said on Thursday. Nigeria LNG 
Limited, which supplies 10% percent of 
world liquefied natural gas, has been 
operating at only 50 % percent capacity 
since the feeder plant closed, the source 
said. Shell shut the gas plant in southern 
Nigeria to repair pipelines that were 
illegally tapped into by thieves. 

REUTERS, August 27, 2009 
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The Nigerian National Petroleum 
Corporation (NNPC) withheld US$4.4 
billion it received from the Liquefied 
Natural Gas (LNG) as a dividend and 
appropriated it to itself in violation of the 
constitution, the House of 
Representatives ad-hoc committee 
investigating the activities and operation 
of the corporation declared yesterday. 
Rep Igo Aguma (PDP, Rivers state), 
chairman of the committee said, “The 
NNPC received US$5bn from the LNG 
as dividend and didn’t remit it to the 
Federation Account. Where did you get 
that approval?” However, NNPC’s 
Group Executive Director (Finance and 
Account) Abiodun Arokodare said the 
corporation received US$4.43bn from the 
LNG and used it to maintain other bodies 
of the corporation. He said: “The total 

dividend received from the Liquefied 
Natural Gas is not close to US$5bn. It is 
actually US$4.443bn.Actually this is the 
money that is being used to regenerate 
the industry. That is to say it is being 
used to regenerate all other LNG 
projects. “We got the directives from 
relevant authorities. We are aware of 
constitutional provision and as 
responsible corporate citizens we will not 
do anything that will go against it. We 
will give you breakdowns of receipts into 
the LNG account in form of dividend and 
interest”, he added. But Rep Aguma said, 
“I have told you that the Accountant 
General of the Federation has 
acknowledged only US$127m out of the 
US$4.443bn and let me tell you that what 
you did was a violation of the 
constitution by holding back that fund 
and you are saying you are a responsible 
corporate citizen. “Please I want to put it 
on record that it amounts to executive 
recklessness on the side of the NNPC to 
go contrary to the constitution of the 
Federal Republic of Nigeria by 
appropriating by itself over US$4bn of 
dividend accruable to the Federal 
Government from the LNG.” 

DAILY TRUST, August 30, 2009 
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A total of 80 Liquefied Natural Gas 
(LNG) cargoes, each worth about US$1.2 
billion has reportedly gone down the 
drain, following the closure of Shell-
operated Soku Gas plant nine months 
ago. Soku Gas plant, located at Akuku-
Toru Local Government Area of Rivers 
State, suffered an attack on its feeder last 
year. The attackers, suspected to be 
militants, drilled holes on the pipelines in 
order to steal condensates. Nigeria’s gas 
export dropped dramatically after 
operations at the plant stopped in 
November 2008. A Reuters report 
yesterday quoted an unnamed industry 
source as saying that the country had lost 
80 LNG cargoes worth US$15 million 
each, as a result of the incident.�  
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The report added that the Nigerian 
Liquefied Natural Gas (NLNG) has been 
operating at a mere 50% per cent 
capacity as a result of the closure. 
Pickard had revealed that Shell 
discovered 101 hot taps - illegal 
connections into condensate pipelines 
around Soku in December 2008 alone, 
adding that the plant could not be 
operated safely with that level of theft. 
Shell declared a force majeure on 40% 
per cent of its gas supplies to NLNG 
after the closure. The plant later resumed 
operations at 65% per cent capacity, but 
was again closed down barely three days 
after. THIS DAY gathered that 
customers of NLNG are currently 
searching for spare cargoes of LNG 
around Asia. Soku plant supplies 405% 
per cent of the total gas need of NLNG. 
That accounts for 10% per cent of the 
world LNG output. Reuters also reported 
yesterday that the Utorogu gas plant had 
restarted after repairs were carried out on 
the damaged pipeline. 

THIS DAY, August 28, 2009 
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Nigeria’s oil minister demanded foreign 
oil companies and the Nigerian Liquefied 
Natural Gas Company (NLNG) find a 
solution to the gas shortage in Africa’s 
most populous country within two 
weeks. Rilwanu Lukman criticised the 
energy industry late on Wednesday for 
not providing enough affordable cooking 
gas supplies to Nigerians, who live on 
the world’s seventh largest natural gas 
reserves estimated at 180 trillion cubic 
feet. “(Lukman) warned that in 
demonstration of the seriousness attached 
towards solving the problem, the federal 
government would not hesitate in 
wielding the big stick and make it 
mandatory,” said Florence Bolokor-
Mohammed, spokeswoman for the 
petroleum ministry. Lukman did not 
mention any companies specifically. 
Royal Dutch Shell, Exxon Mobil, 
Chevron, Total and ENI’s Agip have 
large operations in Nigeria. A committee, 

chaired by an NLNG official, was 
created to come up with 
recommendations to boost supplies of 
liquefied petroleum gas to sub-Saharan 
Africa’s second biggest economy. The 
OPEC member provides 10% percent of 
the world’s supply of LNG, natural gas 
cooled to liquid form for export, but most 
Nigerians go without mains electricity 
for weeks. Nigeria expects total domestic 
gas demand to grow by more than 20% 
percent each year, reaching 10 billion 
cubic feet per day by 2015 from around 
500 million in 2000. Nigeria has invited 
foreign oil companies to help explore and 
develop its gas reserves, but insisted any 
investment must first focus on delivering 
the natural resource to its 140 million 
residents. Nigeria has been unable to 
develop its gas industry to anywhere near 
its full potential due to funding shortfalls 
and corruption. Militant violence and 
crime in the Niger Delta have also cut 
supplies. Royal Dutch Shell’s Soku gas 
plant has not returned to normal 
operations since November when 
pipelines were severely damaged after 
thieves illegally tapped into them. 

REUTERS, August 27, 2009 
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The Energy Information Administration 
has raised its estimate of the peak 
capacity natural gas storage by 100 
billion cubic feet (Bcf) from April 2008 
estimate to 3,889 Bcf and raised working 
gas design capacity by 177 Bcf to 4,313 
Bcf. The EIA attributes the increase “to 
the opening of new facilities, capacity 
expansion at existing facilities, and, for 
demonstrated peak capacity, greater use 
of existing storage facilities during the 
past year.” Pritchard Capital’s equity 
analysts speculated that perhaps the EIA 
released the storage data August 31 to 
respond to growing fears the U.S. will hit 
full storage before the start of withdrawal 
season in October. Based on these 
comments from the EIA, the analysts 
said, natural gas storage in the U.S. is 

probably closer to 3.9-4.3 trillion cubic 
feet (Tcf) versus previous estimates of 
3.7-4.1 Tcf. They said the increase in 
storage capacity has two implications: (1) 
E&Ps will probably not have to curtail 
production due to limited storage – 
increase in storage capacity makes it less 
likely we will fill storage. (2) The 
increase in storage means we can now 
add to growing glut of natural gas sitting 
in U.S. storage and this may continue to 
pressure natural gas prices. 

PRITCHARD CAPITAL MORNING 
INTELLIGENCE, September 1, 
2009 
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Asian spot LNG prices showed 
considerable resilience in the last week 
of August as gas prices elsewhere 
collapsed. Platts’ October LNG Japan 
Korea Marker moved up to a high of 
US$5.275/MMBtu August 27, up from 
US$5.00/MMBtu earlier in the month. 
Local demand, bolstered by the 
continued outage of Japanese nuclear 
reactors, helped pull up Asian prices. 
Chubu Electric said August 27 that its 
No. 5 reactor at its Hamaoka plant would 
remain offline until at least the end of 
October, while uncertainty over Tepco’s 
No. 7 unit at its Kashiwazaki-Kariwa 
plant continued.And there was also new 
demand as a prominent seller turned 
buyer. Sources said Indonesia was now 
looking for replacement cargoes to fulfil 
project commitments after the country’s 
Tangguh plant, which started up in June, 
was taken offline at the start of August 
for an unplanned outage. Local officials 
said that shutdown would be extended 
into September. One seller said he had 
been approached for a cargo for the 
project, and offered a price in the “low 
US$5s/MMBtu” for a delivery in mid-
September into either South Korea or 
China’s Fujian terminal, both 
destinations for Tangguh supplies. 

PLATTS, August 28, 2009 
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Reliance Industries Ltd (RIL) has 
complained to the power ministry about 
National Thermal Power Corp (NTPC) ‘s 
reluctance to sign an agreement to buy 
gas from it and has said the power 
company stands to lose Rs 150 billion if 
it imports LNG. The government had 
allocated 2.67 million metric standard 
cubic metres per day (mmscmd) of gas 
from RIL’s eastern offshore KG-D6 
fields to NTPC, but unlike the 35 other 
customers identified fo r the gas, the 
state-run firm is yet to sign a Gas Sales 
and Purchase Agreement (GSPA). “In 
our last meeting with NTPC on August 
12, all issues relating to finalisation of 
GSPA were resolved and NTPC was to 
revert after obtaining internal approvals. 
However, we are still awaiting a formal 
response from NTPC in spite of a regular 
follow-up,” RIL Executive Director P M 
S Prasad wrote to Power Secretary H S 
Brahma on August 31. RIL had agreed to 
sign the GSPA with the caveat that the 
agreements would be “without prejudice” 
to the outcome of the case in Bombay 
High Court over a 2004 tender where the 
Mukesh Ambani firm had quoted 
US$2.34 per mBtu as price for gas to be 
supplied to NTPC’s Kawas and Gandhar 
plants, he said. Instead, NTPC has 
signed-up to buy 2.5 mmscmd of LNG 
for 10 years from overseas market and 
the delivered cost of this would be 
US$11.2 per mBtu as compared to KG-
D6 burner tip cost of US$6.5 per mBtu, 
leading to a loss of Rs 600 crore per 
annum. Besides, NTPC buys 3-4 
mmscmd LNG on spot basis, resulting in 
additional outgo of Rs 900 crore per 
annum. RIL’s KG-D6 fields can today 
produce more than 60 mmscmd but the 
company is forced to cap output at 36-37 
mmscmd as customers like NTPC have 
not started taking their quota. “ It is 
indeed strange that NTPC does not want 
to discuss the GSPA for the existing 
Kawas and Gandhar plants even through 
the ongoing litigation relates to the 
proposed expansion of Kawas a nd 

Gandhar plants. RIL, therefore, finds this 
stance of NTPC quite incomprehensible,” 
Prasad wrote. 

PTI, September 3, 2009 
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Indonesia approved Japan’s Inpex 
Holdings Inc development plan to build a 
floating liquefied natural gas (LNG) 
plant, a multi-billion-dollar project, an 
Energy Ministry official said. In January, 
Indonesia in principle agreed to the Inpex 
proposal and said it was considering the 
economic value of the floating LNG 
project, which it estimated could cost 
US$19.6 billion. An Inpex official later 
said estimated the cost at closer to US$10 
billion. “The minister has ordered Inpex 
to start the construction of LNG project 
as soon as possible. The project is 
expected to be completed in 2016,” Edy 
Hermantoro, a director at the ministry, 
told Reuters. “According to a plan, the 
floating LNG plant will be used with a 
production target of 4.5 million tonne per 
year,” he said. Hermantoro said the 
ministry calculated that the cost of the 
floating LNG plant seemed to be 
cheaper. Inpex, which had made a 
proposal last year, estimates there are 
more than 10 trillion cubic feet of natural 
gas reserves in its Abadi field in the 
Timor Sea, potentially one of Indonesia’s 
biggest fields. If confirmed, it would 
make the project the second-biggest new 
gas field after the Tangguh project in 
Papua, which has combined reserves of 
14.4 tcf. The Japanese firm is currently 
the sole operator of the Abadi gas field in 
the Masela block in eastern Indonesia. 
State oil and gas firm Pertamina has said 
it is seeking a 30 percent participating 
stake in the project. Pertamina wants to 
expand its upstream activities and is 
looking at several potential gas fields in 
the country, in addition to Inpex’s field 
in the Timor Sea, to boost its gas reserves 
and production. Indonesia, the world’s 
number-three LNG exporter after Qatar 
and Malaysia, is increasing its use of 
energy sources such as natural gas to 

reduce oil use because of high prices and 
dwindling domestic supply. 

REUTERS, September 3, 2009 
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State gas distributor PT Perusahaan Gas 
Negara (PGN) will focus more on the 
development of LNG business in the 
future, because transporting gas through 
pipelines would not be a cost-effective 
for the majority of Indonesia’s gas 
reserves. PGN president director Hendi 
Prio Santoso said Monday the company 
would make LNG business a priority, 
since most of Indonesia’s potential gas 
supply would be sourced from areas 
outside Java. “We are aware that the gas 
reserves are dwindling and the existing 
potential sources are located in Masela in 
the Timor Sea, Tangguh Papua and the 
Deep Sea areas East Kalimantan,” he 
said. Looking at this prospect, Hendi said 
it would be unwise to build pipelines to 
transport gas to customers, because it 
would require a huge amount of 
investment. PGN currently operates gas 
pipelines in Java and Sum atra. 

JAKARTA POST, September 1, 
2009 
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Prime Minister Kevin Rudd lavished 
incentives yesterday on the oil and gas 
giants behind Western Australia’s 
proposed A$50 billion Gorgon LNG 
project, hoping to shore up investor 
support for the massive development, 
The Australian reported. Touring Barrow 
Island, the site of the proposed 
development, with senior executives of 
Chevron, ExxonMobil and Shell, Rudd 
promised early production licenses and 
retention leases. He said the move would 
enhance confidence in the lead-up to a 
final investment decision later this month 
by the joint partners.�  

NEWS IN BRIEF 
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Rudd said the offer to the companies of 
five production licenses and seven 
retention leases was another “critical 
milestone” after federal and state 
environmental approvals had been 
granted last month. “These titles provide 
security of tenure over the Greater 
Gorgon gas resources to provide the 
property rights Chevron, ExxonMobil 
and Shell need to sign off on Australia’s 
biggest single investment,” Rudd said. 

THE AUSTRALIAN, September 2, 
2009 
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Chevron Corp is in talks to sell more 
than 2 million metric tons of liquefied 
natural gas a year from the A$50 billion 
(US$41 billion) Gorgon project off 
Western Australia to China, two people 
with knowledge of the talks told 
Bloomberg. Chevron may be in 
negotiations with China National 
Offshore Oil Corp. and China Petroleum 
& Chemical Corp. to sell a part of an 
uncommitted 3 million tons a year of its 
share of Gorgon, the two people said, 
requesting not to be identified as the 
discussions are confidential. “Our people 
are talking with any of the potential 
sellers, but I have no idea which one will 
succeed,” Fu Chengyu, president of 
Beijing-based China National Offshore, 
said Aug. 26. Sinopec is in talks to buy 
LNG from Australia, Sinopec Chairman 
Su Shulin said on Aug. 24, without 
naming a project. 

BLOOMBERG, September 2, 
2009 
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The latest analysis from energy advisory 
firm EnergyQuest indicated Australian 
gas production rose nearly 5 per cent to 

hit a record 1779 petajoules in the 2008-
09 financial year, the Herald Sun 
reported. EnergyQuest chief executive 
Graeme Bethune said the size of 
Australia’s gas reserves meant further 
strong growth in our LNG exports was 
assured. “We expect that Australia, in the 
very near future, will be among the top 
10 countries globally measured by the 
size of its gas reserves,” he said. “While 
Australia cannot claim that it will be the 
‘Middle East’ of gas, which has 2700 
trillion cubic feet of proven reserves, it 
does have the potential to be one of the 
world’s major gas producers.” The 
biggest deal to date is Australia’s A$50 
billion contract to supply China with 
LNG from the Chevron-operated Gorgon 
joint venture off the coast of Western 
Australia. 

THE HERALD SUN, September 2, 
2009 
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Premier Anna Bligh announced both the 
release of the draft terms of reference for 
the Australia Pacific LNG project, and 
the Environmental Impact Statement for 
the Queensland Curtis LNG Curtis Island 
project. She invited public feedback on 
both projects. “The companies’ multi-
billion dollar estimates for their 
respective projects reflect our shared 
confidence in LNG’s job-generating 
capacity,” said the Premier. “They could 
be part of a new industry with a potential 
worth of more than A$40 billion to the 
Queensland economy.” Bligh said the 
EIS for the Queensland Curtis LNG 
Project would now be released for seven 
weeks’ consultation. The Premier said 
the Australia Pacific LNG project is the 
largest under consideration in 
Queensland, and would also require 
major Surat and Bowen basin gas field 
expansions with new jobs for Darling 

Downs and central west towns. “The 
draft terms of reference being released 
today will provide the framework for an 
Environmental Impact Statement, so 
community feedback on the draft is 
important,” she said. Bligh said both 
projects will have to undergo thorough 
state and federal environmental 
assessments. 

QUEENSLAND GOVERNMENT 
STATEMENT, August 28, 2009 
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Project costs for the huge ExxonMobil-
led Papua New Guinea liquefied natural 
gas (LNG) project may be lower than 
early estimates, Australian joint venture 
participant Oil Search Ltd says. The 
project was previously expected to cost 
between US$11 billion and US$12.5 
billion but an updated capital expenditure 
estimate would be released next month, 
Oil Search chief executive Peter Botten 
said. Botten said there were “early signs 
of a positive cost environment.” “We’ve 
got (engineering) bids coming in this 
month and some time in October, we’ll 
be releasing them out to the market when 
they’re known,” Mr Botten told AAP 
after the conference. “There’s not much 
point in speculating (about the project 
cost) - we’ll know what the numbers are 
in five, six weeks’ time.” Botten said Oil 
Search would not further sell down its 34 
percent stake in the project after a deal 
with Abu Dhabi’s International 
Petroleum Investment Company (IPIC) 
was completed in coming weeks. Oil 
Search last week said it had almost 
finalised the sale of an interest in a 
petroleum development license, 
including a 3.5 percent stake in the PNG 
LNG project, to IPIC. “There’s a 
potential deal with IPIC that we’re 
endeavoring to complete as soon as we 
can ... in the next few weeks,” Botten 
said. 

ASIA PULSE, September 1, 2009
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Gazprom aims to add 5.6 trillion cubic 
metres of offshore reserves by 2020, 
more than doubling its resources and 
helping the world’s largest natural-gas 
producer expand into the liquefied 
natural gas market. The company’s 
offshore reserves total 4.7 trillion cubic 
metres now, “a significant rise” from 2.5 
trillion cubic metres in 2005, Gazprom 
Deputy Chief Executive Officer Valery 
Golubev told reporters. Development of 
offshore fields will help Gazprom 
develop exports of LNG and, potentially, 
compressed natural gas, in addition to 
traditional pipeline delivery, he said. 
“This is a fundamentally different way of 
delivery,” Golubev said. Gazprom began 
its own LNG production this year and 
plans to spend US$45 billion on 
liquefying gas in the next 20 years. The 
company intends to deliver about 90 
million tons of fuel to the global market 
by 2030, CEO Alexei Miller said in 
February. The producer, which obtained 
the Sakhalin-3 and West Kamchatka 
offshore fields in Russia’s Far East 
without competition, will now focus on 
existing fields and won’t seek new 
offshore licences before analyzing 
demand, Golubev said. The Shtokman 
project in the Barents Sea is “still” on 
track to start gas production in 2013, 
Golubev said . In its bond prospectus in 
July, Gazprom said for the first time that 
Shtokman timelines, which also call for 
the start of LNG shipments from the 

project in 2014, may be revised because 
of market conditions. The economic 
crisis has affected offshore research in 
Russia, where the state and energy 
companies have cut budgets for this 
purpose, said Denis Khramov, head of 
exploration policy at Russia’s Natural 
Resources Ministry. 

BLOOMBERG, September 2, 
2009 
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Gazprom does not have plans to correct 
terms to develop Shtokmanovskoye 
project and “would do everything 
possible to start production of LNG on 
Murmansk plant in 2014, said Valery 
Golubev, deputy head of the holding at a 
briefing in Moscow replying to concerns 
from a number of experts that the 
company could delay the project due to 
hard economic conditions on the world 
markets. “There are no plans to correct 
terms to develop Shtokmanovskoye field. 
It is a principal goal for us to enter the 
world LNG market,” he said. According 
to the first phase of the project, by 2013 
the deposit should provide 23.7 billion 
cubic metres of gas and start producing 
7.5 million tonnes of LNG on the plant 
scheduled for construction in Murmansk 
region. 

NEFTEGAZ.RU, September 2, 
2009 
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Ukraine’s project to build an LNG 
terminal on the coast of the Black Sea 
will play a most important role in 
country’s goal to diversify gas supplies 

to the country because LNG is much 
cheaper to purchase by spot contracts 
rather than pay month by month for 
natural gas supplied by pipelines from 
Russia, stated Vladimir Omelchenko, 
head expert at Ukraine’s Centre for 
Energy Programmes. “The most 
promising way for Ukraine to diversify 
gas supplies is to build LNG terminal, in 
which case Ukraine would be receiving 
gas by spot contracts from anywhere... If 
in the winter the price for gas delivered 
by pipelines estimates US$400, spot 
prices were on the level of US$150-170,” 
he said. 

TRANS-PORT.COM.UA, 
September 1, 2009 
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Ukraine’s president Victor Yuschenko 
ordered the government to take measures 
for country’s participation in devlopment 
of gas deposits in Africa and Middle East 
to enable deliveries of LNG from these 
regions in the future. “Besides of 
intention to organise gas supplies from 
pre-Caspian and Mid Asian resources, 
the government should achieve 
diversification in expence of country’s 
participation in projects to research and 
develop deposits of oil and gas on the 
territories of Africa and Middle East,” 
the State’s Council for Security and 
Defence stated. The diversification 
“should be provided by deliveries of 
LNG from countries in Africa and 
Middle East and widening up of its 
usage,” the statement said. 

UKRAINIAN GOVERNMENT, 
August 27, 2009
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Ukraine has pumped 25 billion cubic 
metres of gas so far into its underground 
storage facilities, almost enough to 
ensure smooth supplies to Europe this 
winter, a senior Gazprom executive said. 
Deputy Chief Executive Valery Golubev 
also said Gazprom aimed to meet its 
deadline for developing the Shtokman 
gas field in the Arctic, and that a decision 
was pending over a potential US$2 
billion Japanese loan to fund a pipeline in 
the Far East. Russian gas giant Gazprom 
has long said it was worried by low 
levels of gas storage in Ukraine, which 
could lead to a repeat of the dispute 
between Moscow and Kiev that led to the 
severance of Russian gas supplies to 
parts of Europe in a freezing January this 
year. ‘Gazprom estimates Ukraine has 
pumped 25 bcm into its storage, while 28 
bcm is enough for uninterrupted supplies 
to Europe. Ukraine plans to pump a total 
of 32 bcm,’ Golubev said. Gazprom has 
also said it fears Ukraine’s strained 
finances could lead to arrears in 
payments for gas deliveries to the 
country itself, but Kiev has repeatedly 
managed to find money ahead of 
monthly deadlines. Worries eased further 
when Kiev clinched a deal with the 
International Monetary Fund, effectively 
getting permission to use the funds to pay 
for gas supply and storage. ‘There is no 
Ukrainian problem. Ukraine is paying for 
the gas on time,’ Golubev told reporters. 
The comments came a day after Russian 
Prime Minister Vladimir Putin agreed 
with his Ukrainian counterpart, Yulia 
Tymoshenko, to let Kiev import much 

less gas than arranged, saving Ukraine 
from potentially huge fines. Ukrainian 
state energy firm Naftogaz has also 
started talks on restructuring about 
US$1.6 billion in foreign debt, the 
company said. 

REUTERS, September 2, 2009 
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Ibra Municipal Committee and Oman 
LNG have signed an agreement in which 
Oman LNG is to fund the sewage water 
output treatment project for the total 
amount of RO 237,500. The project aims 
to maintain the Abu Mukhrin Falaj’s 
system and the society relying upon it 
and to study the use of treated water to 
irrigate plants surrounding the falaj. This 
project was launched after extensive 
studies that focused on the shortage of 
water in the area and the lack of rainfall, 
which resulted in the disturbance of 
many falajs’ water flow and the death of 
existing plants and crops. The project 
comes as part of Oman LNG’s Social 
Investment Programme. Oman LNG 
pioneers many programmes aimed at 
contributing to the socio-economic 
development as well as environmental 
and cultural preservation. 

OMAN OBSERVER, September 2, 
2009 
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Qatar is set to become the largest 
supplier of LNG to the huge Chinese 
market, according to Fu Cheng Yu, 
Chairman of the Board of Directors of 
China National Offshore Oil Company 
(CNOOC). China will soon become the 
largest LNG market in the world. That is 
why as the world’s largest LNG supplier, 
Qatar should have its market share in 
China matching its supply capacity, Fu 
Cheng Yu told reporters. He was 
speaking at the signing ceremony of a 
25-year Exploration and Production 
Sharing Agreement (EPSA) for Qatar 
offshore Block BC (Pre-Khuff) between 
Qatar Petroleum (QP) and CNOOC 
Middle East (Qatar) Ltd, a subsidiary of 
CNOOC. “Together with QP and 
Qatargas, we are confident that Qatar 
will have the largest market share of 
LNG in China compared to any other 
supplier around the world. If we both 
work together properly, I have full 
confidence that for the next 5 to 10 years 
you will see Qatar’s largest LNG market 
will be China,” said Fu Cheng Yu. 
CNOOC alone would need to import 
from 40 million tons to some 60 million 
tons of LNG by 2020, according to 
company estimates, he said. In June 2008 
CNOOC reached an agreement for 
Qatargas to supply two million tonnes of 
LNG per year to its terminals for 25 
years. The first cargo will be delivered to 
China on October this year which will 
mark Qatargas’ formal entry into the 
Chinese market. 

THE PENINSULA, September 2, 
2009
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Oil and Gas Sector 

AfrOil 
Sinopec and its new subsidiary have begun drilling on two 
blocks in the Nigeria-Sao Tome & Principe JDZ. 

AsianOil 
Bangladesh is stepping up its search for new gas 
reserves with the award of several blocks to foreig n firms. 

ChinaOil 
PetroChina will pay US$3.2 billion for assets owned  by 
CNPC. 

FSU OGM 
The Nord Stream pipeline group has asked commercial  
banks to make an offer for a 3.9 billion euro loan package. 

LatAmOil 
Brazil plans to make Petrobras the sole operator of  70% of 
the subsalt region. 

MEOG 
Oman Oil Company is seeking bids to build the 
Musandam gas and crude processing plant. 

NorthAmOil 
Baker Hughes is to buy BJ Services in a deal worth 
US$5.5 billion. 

Renewable Energy Sector 

REM 
Europe’s installed wind power generating capacity i s to 
grow by 1% this year despite the economic downturn.  
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