
NEWS MARCH 2014 

 

Middle East 

KCA Deutag has been awarded a five year plus options contract by BP for the construction and 

operation of three newbuild fast – moving land rigs for its Khazzan project in Oman. The rigs 

will be manufactured by Bentec, KCA Deutag’s manufacturer of drilling rigs and equipment. 

The contract value is in the order of $220mn for the initial contract, and $340mn including 

options. Drilling is expected to commerce in 4Q2014. 

 

Asia – Pacific 

Murphy Oil and Petronas are planning to go ahead with development of the Rotan gas field and 

installation of a floating LNG unit. First gas is expected in 2018. It will be Petronas’ second 

FLNG unit, having previously sanctioned a 1.2mn t/y project for the Kanowit field offshore 

Sarawak, Malaysia. 

 

Petronas and Murphy have reached a final investment decision (FID) for a 1.5mn t/y floating 

LNG (FLNG) liquefaction project at the Rotan field in block H offshore Sabah, Malaysia. First 

gas is expected by 2018. The project will be a phased development centered around the Rotan 

discovery and gas resources from the three satellite fields Alum, Bemban and Buluh. 

 

Latin America 

Petrobras has approved the contracting of eight support vessels for its offshore activities as part 

of the 3
rd

 Fleet Renewal Plan for Offshore Support Vessels (Prorefam). In this fifth round, four 

vessels were contracted from the company Bram, which will build the vessels at the Navship 

shipyard in Santa Catarina state; three from Starvav, with construction planned for the Detroit 

shipyard, also in Santa Catarina; and one from Norskan, which will use the STX (Vard) shipyard 

in Rio de Janeiro state. Under the Prorefam programme, launched in 2008, some 146 vessels are 

to be contracted in total over seven rounds. The local content required for construction is 50% 

and for anchor handling and tug supply (AHTS) vessels, and 60% for platform supply (PSV) and 

oil spill response vessels (OSRV). A total of 87 vessels had been contracted by the fifth round. 

Proposals for the sixth round of contracts were received in early February and are currently 

undergoing technical review. The seventh round will be launched in March 2014 and the 

respective contracts signed in the second half of this year. 

 

Petrobras recently commissioned its LNG regasification terminal at Bala de Todos os Santos, 

Salvador, in the state of Bahia. The facility has a regasification capacity of 14mn cm/d of natural 

gas, increasing the company’s total natural gas regasification capacity from 27mn cm/d to 41mn 

cm/d. 

 

Africa  

Impact Oil & Gas, an Africa – focused exploration company, has acquired 100% of the share 

capital of Black Star Petroleum for a combination of cash and Impact shares. In Guinea Bissau, it 

has acquired a 90% interest in block 48 (the remaining 10% is held by Petrogin, the national oil 

company of Guinea Bissau). In Namibia, Impact has acquired an 80% interest in block 29138, 

which remains subject to the approval of the government of Namibia; (The National Petroleum 

Corporation of Namibia) and Southern Oil and Gas Explorers, each holding 10% respectively. 



 

World 

Growing oil and gas price differentials, combined with increased environmental restrictions on 

emissions, are making gas an increasingly compelling proposition in the global transport sector 

says Wood Mackenzie. This includes natural gas vehicles (NGVs) on roads, marine LNG in 

ships and possibly railroads. Noel Tomnay, Head of Global Gas Research for the market analyst, 

summarizes: ‘Gas has traditionally played a niche role in global transport but it is now garnering 

greater attention due to two principal drivers. First, oil and gas price differentials are now 

making investment in gas re – fuelling infrastructure worthwhile and second, increased 

environmental restrictions on emissions are encouraging wider global uptake. Global gas demand 

in the transport sector will grow from nearly 40bn cm in 2012 to over 160bn cm in 2030, 

increasing from 1.2% to some 3.4% of global gas demand according to our forecasts. But 

perhaps the most striking thing is the growth of LNG demand associated with the transport 

sector, increasing from less than 5bn cm in 2012 to over 80bn cm in 2030, increasing from less 

than 1% to some 10% of global LNG demand.’ 

 

Algeria Opens new bidding round 

Following amendment to Algeria’s hydrocarbon law in 2013, the government has launched a 

new bidding round, presenting the largest offering so far of 31 concessions with 92 blocks, 

including areas with significant unconventional potential. 

 

According to GlobalData’s Rabie Khellafi: ‘Under the new law, priority will be given to 

Algeria’s domestic market supply, and national oil company Sonatrach will be confirmed as a 

majority shareholder in all Algerian oil and gas assets, holding its monopoly over mid – stream 

and downstream operations. This means that the firm must retain at least a 51% interest stake in 

any future contracts or projects. Given the latest terms and other fiscal measures laid out in the 

amended law, such as cost recovery limits and an average government take of around 70%, the 

Algerian fiscal terms are not as unforgiving as previously portrayed. In fact, they are within 

world standards when compared to other countries with equivalent prospectively. For example, 

with the fiscal regimes of the Qatari production sharing agreements (PSA), and of the Nigerian 

Shelf, Syrian, Libyan and UAE exploration and production sharing agreements (EPSA), the 

amended Algerian fiscal terms compare favourably.’ 

 

The calculation of the petroleum tax (Taxe sur Ie Revenu Petrolier, TRP) which represents 

approximately 50% of the total taxes paid by international oil companies (IOCs), has also been 

amended from a sliding scale method, based on cumulative production values, to the R – factor 

method, a formula based on cumulative profits to investment. The introduction of this 

mechanism, in conjunction with generous new incentives for unconventional resources and 

underexplored areas in Algeria, is a positive sign for the country’s oil and gas industry. 

 

GlobalData’s Gustavo Bianchotti adds: ‘The impact of the 2013 changes could prove more 

positive on the relationship between Algeria’s government and IOCs , which have shown very 

little enthusiasm in the country’s previous bidding rounds. However, after a decade of fiscal 

instability, it is yet to be seen whether these changes will be sufficient to entice an industry that 

has witnessed a simultaneous rise in domestic a simultaneous rise in domestic demand and 

decline in oil and gas production. Ultimately, the competiveness of the country’s latest fiscal 



regime and the attractiveness of its oil and gas investment climate can only be determined by the 

result of the current round.’ 

 

Korea Gas to sell Akkas interest 

South Korea’s state – owned Korea Gas is reportedly planning to sell part of its 100% stake in 

the Akkas gas field in western Iraq after commercial production begins in 2015, according to 

Platts. Although specific details have yet to be released, it is though Kogas will sell less than 

49% so that it can retain operatorship of the field. Akkas is the first non – associated gas field to 

be developed in Iraq and has estimated reserves of 5.6tn cf. It is planned to produce some 

400,000mn cf/d once production starts in September 2015. 

 

Kenya’s first licensing round  

Kenya’s first licensing round was originally scheduled for June 2013 and was to offer eight 

blocks for bidding, but plans have now stalled pending the passage of the new energy bill, 

expected in June this year. as a result, the round is not expected to be launched until 4Q2014 at 

the very earliest.  

 

The proposed energy bill will bring significant changes to the fiscal and regulatory environment 

of the country’s oil and gas industry, according to GlobalData. The current regime is expected to 

be altered to add royalties and provide gas – sharing terms and windfall profits. Although the 

details of the royalty have not yet been outlined, the market analyst believes that the introduction 

of such an upfront payment would undoubtedly represent a setback in the relative attractiveness 

of the regime. Another significant change is the introduction of licensing rounds for hydrocarbon 

blocks. The draft energy bill also sets out a framework of environmental and other regulations 

for upstream oil and gas activities, and proposes that these should be enforced by the Cabinet 

Secretary under advisement by a new body, the National Fossil Fuels Advisory Committee. 

Furthermore, more stringent local content requirements are expected to be placed on exploration 

and production companies, which will potentially increase costs. 

 

Nigeria’s Opuama field onstream  

Eland Oil & Gas (45%) has reported first oil from the Opuama field located on the OML 40 

licence, onshore Nigeria. Production has recommenced through the successful re – 

commissioning of existing infrastructure and the re – opening of two existing well, from which 

gross output is expected to stabilize at around 2,500 b/d. crude is being delivered to the shell 

Forcados export terminal.  

 

Opuama is operated by the Nigerian Petroleum Development Corporation (NPDC: 55%). The 

field, which has gross recoverable 2P reserves of 54.2mn barrels, was in production between 

1975 and 2006 before SPDC undertook a controlled shut – down of the facilities. 

 

Phillips 66 LPG export terminal Plans 

Phillips 66 report that the company is planning to move forward with both its Sweeny 

Fractionators One and Freeport LPG export terminal at a cost of more than $3 bn. Commenting 

on the announcement, Tim Taylor, Executive Vice President, Phillips 66 Commercial, 

Marketing, Transportation and Business Development, said: ‘Given anticipated growth in natural 

gas liquids production, we see substantial advantages in having fractionation and export facilities 



on the Gulf Coast outside of Mont Belvieu. These project allow us to maximize our existing 

infrastructure and will position us for further growth.’ 

 

The Sweeny Fractionators One will be located in Old Ocean, Texas, close to the company’s 

Sweeny refinery, and will supply purity natural gas liquids (NGL) products to the petrochemical 

industry and heating markets. Y-grade (mixed NGL) supply to the fractionators will come from 

nearby major pipelines, including the recently completed Sand Hills pipeline, in which Phillips 

66 owns a direct one – third interest. The 100,000 b/d NGL fractionators is expected to start up 

in 3Q2015. 

 

The Freeport LPG export terminal will be located marine terminal in Freeport, Texas, and will 

leverage Phillips 66 mid – stream, transportation and storage infrastructure to supply 

petrochemical, heating and transportation markets globally. The terminal will have an initial 

export capacity of 4.4mn barrels per month, the equivalent of eight very large gas carriers 

(VLGCs), with a ship loading rate of 36,000 b/h. Star – up of the export terminal is expected in 

mid – 2016. Each of the projects will include NGL storage and additional pipelines with 

connectivity of market hubs in Month Belvieu, Texas. Also included is a 100,000 b/d de – 

ethaniser unit that will be installed close to the Sweeny refinery to upgrade domestic propane for 

export. 

 

China release 2014 energy targets 

The Chinese National Energy Administration’s (NEA) recently released 2014 targets and policy 

priorities do not contain any significant deviations from past policy announcements, although in 

some cases they reflect an intensification of previously announced targets, according to market 

analyst HIS. ‘The Targets for the natural gas, coal and renewable energy industries indicate that 

the government is pursuing its overriding policy priorities relatively aggressively, and in some 

cases meeting its original targets early, ‘it notes. 

 

Absolute coal demand is expected to continue to remain high in China, but demand growth 

prospects in the industry remain poor. China, depressed coal consumption growth is primarily a 

result of government policy drivers, such as moderating economic growth rates and reducing 

energy consumption growth by increasing energy efficiency, and addressing environmental 

pollution. 

 

In addition, the government is continuing its drive to reduce the share of coal in China’s overall 

energy mix, to 65% in 2014 (down from 67% in 2012), representing an acceleration of previous 

plans which envisioned coal coming down to 65% of total energy consumption by 2015. 

Reducing coal consumption growth has accelerated in recent years, as the government has come 

under increasing pressure to address the negative environmental effect of coal use, particularly 

air pollution. In the wake of record – breaking air pollution levels in major coastal cities such as 

Beijing and Shanghai in 2012/2013, the government has stepped up its programme of switching 

coal – fired capacity to natural gas, with priority sectors including residential heating, industrial 

boilers and power generation. 

 

As well as capping coal consumption, China has enacted among the world’s strictest nitrogen 

oxide, sulphur dioxide and particulate emissions limitations for the electricity sector and 



industry, notes HIS. These policies, aimed at controlling environmental pollution, have 

accelerated both the growth of natural gas consumption and the need to ramp up domestic 

supply, pipeline and LNG imports, and gas transmission infrastructure, as natural shortages have 

recently forced the government to temporarily scale back some of its coal to gas switching 

ambitions. 

 

In China’s upstream sector, the government has set an ambitious target to increase natural gas 

production to 131bn cm, up 12% from 2013, with a particular focus on increasing exploration 

activity and ramping up gas production from China’s north – west and the Erdos Basin, Bohai 

Bay, Sichuan and new offshore development, such as CNOOC’s deepwater developments in the 

Pearl River Basin. Although the government’s original shale gas target of 6.5bn cm of 

production in 2015 is unlikely to be achieved, the government clearly expects 2014 to be the year 

that China’s shale gas programme sees a significant breakthrough. The NEA has set a shale gas 

production target of 1.5bn cm, far higher than 2013 production levels of just over 200mn cm. 

 

The NEA’s 2014 renewable energy targets are particularly notable, reports HIS, in part because 

they reflect the fact that China has frequently built renewable energy capacity to levels in excess 

of original targets. China is on track to meet its target of increasing the share of non – fossil fuel 

energy in total consumption to 11.4% of total energy consumption to 11.4% of total energy 

consumption in 2015, up from 8.6% in 2010. China has already overshot its original target of 

increasing the share of non – fossil fuel energy to 30% of total electric power generation by 

2015, and is pushing beyond this to raise non – fossil fuel energy up to 32.7% of total energy 

consumption in 2014. 

 

 


