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The following are used throughout Petroleum Review:

mn = million (105) kW = kilowatts(103)

bn = billion (10") MW = megawatts (105)

tn =tri||ion (10”) GW =gigawatts(109)

d = cubic feet kWh = kilowatt hour

cm = cubic metres km = kilometre

boe = barrels of oil sq km = square kilometres

equivalent b/d = barrels/day

W = tonnes/year t/d = tonnes/day

No single letter abbreviations are used.

5 Abbreviations go together eg, 100mn cfly = 100 million

cubic feet per year.
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From the Editor
 

Nervously awaiting the new century

The international oil and gas industry

has a good claim to be one of the most

successful industries of the 20th century

a it has also been a key influence in

shaping the 20th century.

The world’s towns and cities have been

built and rebuilt in reaction to the explo-

sive growth in motor vehicles. Oil prod-

ucts, plastics and petrochemicals have

changed the lives of not millions, but bil-

lions, of people around the world.

Virtually everyone on the planet has

been affected by the availability of oil

and gas — for virtually all it has been a

positive benefit.

The industry's detractors are, however,

remarkably noisy and all too often

unchallenged in their criticisms. The

industry cannot let the latest challenge

to globalisation from the 'Seattle’

brigade go unanswered. The industry's

truly remarkable record of consistent

supply has underpinned its success. It is,

therefore, very strange that as the cen

tury closes, the industry is so newous and

uncertain about the future.

Historically the international oil and

gas industry has managed to deliver all

the energy required to all those with

the ability to pay. It has been a uniquely

reliable supplier. Even in the face of the

Suez Canal closure in 1956 and the Arab

oil embargo in 1973 it managed to

share out available supplies equitably.

The uncertainty about the future

appears to stem from a number of areas.

These can be loosely categorised as polit-

ical, environmental, organisational,

technological and resource based.

In the political arena many of the

industry’s fondest hopes have already

materialised. Price controls have largely

disappeared, government interference

has been minimised. Everywhere,

except Mexico and Saudi Arabia, is, at

least theoretically, open to inward

investment. Many state companies have

been privatised.

Against this must be set the uncer-

tainties engendered by Russia’s ambiva-

lent attitude to inward investment,

China’s territorial claim to virtually the

whole South China Sea, the possible

break up of Indonesia, reeemerging

energy nationalism in Venezuela and

possibly in Opec. Most immediately

there is the continuing power play in

the Caspian , a rivalry that could be

immeasurably intensified if the

Kashagan well, offshore Kazakhstan,

does prove up large oil reserves.

The next area of concern is the envi

ronment and the Kyoto Protocol.

Historically the industry has always man»

aged to adapt to tightening environ-

mental legislation, Some within the

industry are, however, beginning to

worry that demands for 0% sulfur diesel

and minimal carbon dioxide emissions

are ’bridges too far’. Others are more

positive, seeing gas-to-liquids (GTL)

technology (see p34) as an answer to

the first and emissions trading as an

answer to the second.

A more immediate concern for virtu-

ally evewone in the industry is the size

and extent of corporate change. The last

18 months have seen more change in

companies and company structures than

the previous 18 years. Famous names

have disappeared, mega corporations

have emerged. The unanswered and

possibly unanswerable question is: Are

mega-majors a permanent or only a

temporary solution? Does vertical inte-

gration still offer synergies or is the next

stage break up to release value? Some

companies have been prepared to out-

source virtually all aspects of the busi-

ness 4 is the virtual corporation an

answer for the next century?

On top of all these uncertainties

comes the impact of the Internet. The

potential gains are far too large to be

ignored but the oil industw 7 very much

the pioneers of largeescale application

of computing to business in the 19605

and 19705 — has been slow to seize the

opportunities of the Internet (see p22).

The final concern is the resource itself.

Oil is getting harder to find, while gas

has always proved less profitable. Should

the industry 'stick with its knitting’ or

diversify into renewables or nuclear?

Should it integrate forward into elec-

tricity? Another intriguing idea is that oil

companies should outsource the down

hole operations and risks to the big cone

tractors (see Dick Cheney speech, p12).

There is much uncertainty as the

industry enters the new millennium but it

is hard to believe that success will evade it

for long. This is the industry that has dis—

covered and developed resources in the

most inhospitable spots on earth, from

baking 602C desem to freezing Siberian

wastes, from half-way up the mountains

to two miles beneath the oceans. An

industry that has survived nationalisations,

revolutions, rebellions and wars will surely

triumph over the uncertainties men-

tioned, even if they did all arrive at once.

Petroleum Review wishes all its

readers a successful and prosperous

millennium. But please cheer up.

Chris Skrebowski

«e6 Womb

be good news about the Web con-

tinues to ripple around the world.

The Middle East, long known for

secrecy rather than openness, now

appears to be recognising the bene»

fits. The Dolphin initiative (see

Petroleum Review, November 1999)

now has a site at www.uaedo|phin.com

to help the industry and media keep

up with the latest developments.

Another window into the Middle

East is Saudi Aramco's new site at

www.5audiaramco.com

Many companies soon find that

having proved the usefulness of a

site, the next step is to rebuild and

expand. Syntroleum Corporation has

just launched a redesigned corporate

website (www.5yntroleum.com) feas

turing a range of technical articles

published by the company on gas-to-

quuids (GTL) technology.

At a recent meeting in Stavanger —

organised by the Petroleum Engin-

eering Association (PEA) and Offshore

Technology Management (OTM) —

suppliers and researchers heard of the

increasing importance of sand and

water management as North Sea

production matures, driving the need

for improved solutions. The next

meeting is in Aberdeen in March 2000

7 details can be found on their respec»

tive websites www.peajup.org and

www.0tmnet.co.uk

E-blz In brief (also p22)

E-business is booming. According

to the US technology consultant

Forrester Research, energy business on

the Internet could reach $266bn in

2004, with the bulk of this as inter-

company business, sometimes referred

to as BZB. its estimate of Internet

energy business in 1998 is $8bn. In

addition to eeprocurement it notes

increasing use of online trading auc-

tions for supplies procurement and

product sales. Companies including

Schlumberger, Texaco and Caltex have

already signed up auction platforms.

Just how important these can

become can be seen from the chemicals

industry. The global Internet exchange

and information resource for bulk com-

modity chemicals reported record sales

in November of $11.5mn in transac-

tions, involving 321,000 barrels (45,000

tonnes) of products. The exchange

claims over 50 of the world's leading

chemical companies are represented,

with average transaction values of over

$0.5mn on its 24-hour per day site at

www.chematch.com

For those concerned with the legal

side, Business, the internet and the Law

7 just published by Tolley’s — claims to

provide a way to avoid the potential

‘minefield of litigation’ for £49.95

(Tel: +44 (0)20 8622 2000 or contact   order.line@butten~orths,co.uk).
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Upstream

UKCS tie-back first for Coflexip

 

Coflexip Stena Offshore has completed

its first contract for a tie-back

pipeline project in the UK continental

shelf for BP Amoco. The project

involved the design, procurement, fabr

rication and installation of a tie—back

from the NW Bell wellhead to the

existing Bessemer platform.

The tie-back comprised 9.3 km of

6-inch rigid pipeline with a flexible riser

at Bessemer and spool tievin at NW Bell,

trenched and backfilled, plus a control

umbilical buried in a separate trench.

The work also included the crossing of

the main pipeline from lnde to Bacton,

along the pipeline/umbilical route.

 

CSO Wellservicer alongside the Bessemer plaform

 

Job losses as Kvaerner restructures business

Kvaerner has launched its new blueprint

for the Group's future oil and gas busia

ness which aims to (a) service the needs

of a developing industry and market by

changing the company’s emphasis from

North Sea to international operations,

and (b) shift from large»sca|e fabrication

projects to subsea and process technolo-

gies. The overall objective is to improve

shareholder value by focusing on mar-

gins and profits, states the company.

Oil & Gas is one of the three core busi-

nesses of the ’new Kvaerner' r headed

by Jan T Jorgensen. The separate UK

and Norwegian business units are to be

combined and refocused, replaced by a

single capital development projects

business, and an onshore and offshore

operational services business.

The capital development projects busir

ness — to be called Field Development 7

will service all of the North Sea. The lead

location for this unit will be in Oslo,

Norway, and will be headed by Otto

Soberg, Senior Vice President.

The second dedicated business stream

providing onshore and offshore operar

tional services 7 to be called Modifications,

Maintenance and Operations — will be

based in Aberdeen, Scotland. This new

unit, led by Alan Wilson, Senior Vice

President, will initially focus on Norway

and the UK and will act as one of the prin

cipal drivers of growth in Kvaerner’s Oil &

Gas division. A local presence will also be

maintained at Teesside in the UK, and

Stavanger and Bergen in Non/vay.

’These key organisational changes are

in response to a declining capital projects

market in the North Sea which, until

recently, has accounted for up to 80% of

Kvaerner’s entire oil and gas business

worldwide,’ states the company. 'It is

anticipated that in future, dependence

on North Sea activities will be reduced to

approximately 50% of all business

activity.’ The balance of work is expected

to focus on key developing regions such

as West Africa and the Gulf of Mexico,

although other well-established hubs of

business, such as Houston in the US, are

likely to benefit from a continuity and

growth of development activities.

Kvaerner Oilfield Products, Kvaerner

Process Systems and Kvaerner Eureka

will continue to spearhead the other sig

nificant area of growth in Kvaerner's Oil

& Gas business. While for the immediate

future, these units will continue to

operate separately, new initiatives are

planned to more closely integrate their

activities in a bid to ’create a stronger

focus for the Kvaerner brand' in the oilv

field products and process systems sector.

A major consequence of the sharp

downturn in oilfield capital develop-

ment projects is the excess yard capacity

held by Kvaerner. The Group has four

major offshore fabrication yards:

Stavanger and Egersund in Norway, and

Teesside and Methil in the UK, The

future of the individual yards will be

reviewed as available work declines 7

however, a decision has already been

made to mothball the Teesside yard fol,

lowing completion of the current Triton

project later this month, and to close the

offshore facility at Agotnes in Norway.

In Brief

United Kingdom

Repsol YPF is to sell its UK asses to US

company KerrrMcGee for $555mn.

Assets include 33% and 25% stakes in

the producing Harding and Buck/and

fields, together with 33% interests in the

Mac/ure and Skene North Sea prospects.

Ranger Oil has announced that its

20,000 bld Kyle North Sea oil field is

due onstream, via Banff, in 202000.

UK Energy Minister, Helen Liddell, has

awarded a petroleum production

licence over offshore block 98/11 to a

consortium of BP Amoco, Kerr-McGee,

‘Premier Oil and Talisman. The block is

adjacent to the BP Amoco—operated

onshore/offshore Wytch Farm field

near Poole Harbour

Elf and Norsk Hydro are understood to

have/oined forces to develop the Vale,

Skrirne and Byggve marginal gas fields

as satellites to the Heimda/ field in the

North Sea.

Norway Statistics is reported to have

upgraded its forecast of Norwegian

exploration investment in 2000 by

NKr3.4bn to NKr7.1bn ($895mn).

Spending in 1999 is expected to reach

NKr5.2bn.

The Greek Government is reported to

have granted Kavala Oil a five-year

concession to redevelop and operate

the Prinos oilfield in northern Greece.

Statoil is reported to be considering the

abandonment of two of its Statfiord

platforms in order to extend the

lifespan of the field by 10 years. The

NKrlbn plan would Shift all production

to the third platform. Oil output is

expected to have reduced to 210,000

bld in 2000, down from a peak of

716,000 bld in 1987.

Elf Petroland is reported to have

brought the U4 PN satellite platform

onstream in the first stage of the joint

development ofseveral new gas fields

in the Dutch continental shelf.

North America

Elf’s Virgo field in the Gulf of Mexico is

reported to have entered production.

Output is expected to reach 23,000

hoe/d in 2001.
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Upstream

 

High oil price is not sustainable

The average price of Brent crude oil

during November 1999 e $25Ib a is an

unsustainable price in the medium term

and will fall when production constraints

are lifted, according to the latest Royal

Bank of Scotland Oil and Gas Index.

The belief among oil producers that

prices will fall from current levels

means that the investment outlook for

2000 is not looking as promising as it

may first appear.

The very low prices of late 1998 and

early this year still loom large in oil

producers’ thoughts. As a result, there

will be only a limited increase in cap-

Oil production

 

(av. b/d)

Oct 1998 2,600,813

Nov 2,612,843

Dec 2,715,056

Jan 1999 2,664,121

Feb 2,678,138

Mar 2,679,786

Apr 2,717,767

May 2,507,093

Jun 2,400,277

Jul 2,602,363

Aug 2,645,910

Sep 2,590,535

Oct 2,658,801

ital expenditure in the first half of the

year, says the report.

For investment to increase, producers

need to be confident that prices will

remain above $14/b for the foreseeable

future, and that there is no repeat of

December 1998‘s 59 and $10 prices.

Stephen Boyle, Head of Business

Economics, says: 'This is a market in

which governments effectively control

40% of production. They have recently

shown the determination and ability to

constrain output and, as a result, it is

very difficult to determine the equilib—

rium price,’

Gas production Av. oil price

(av. mn cfld) (S/b)

8,832 1260

10,738 11.07

11,123 9.81

11,532 11.16

11.532 10.20

11,107 12.54

9,863 15.66

7,349 15.18

6,785 1591

6,816 18.90

6,576 19.93

7,356 22.83

8,792 22.03

Source: The Royal Bank of Scotland Oil and Gas Index

North Sea oil and gas product

 

Peciko onstream

TotalFina's Peciko gas field offshore

East Kalimantan has come onstream at

an initial rate of 11mn cm/d of gas.

Output is expected to reach 22mn cm/d

by January 2000. Gas is treated onshore

at the Senipah terminal and sent to the

Bontang liquefaction plant. Bontang’s

eighth liquefaction train was commis-

sioned in early November, increasing

the plant's total annual capacity to

21.8mn tonnes , making it the world's

largest LNG plant to date.

TotalFina holds a 50% stake in the

Peciko project, and acts as operator.

lnpex of Japan holds the remaining

interest.  

Positive results for OMV

OMV Australia reports that its explo-

ration well Nasutus 1, drilled in the

Barrow sub-basin on the Northwest

Shelf, Australia, has tested at 1,595 bid

of oil. It also reports that its Baleen 2

appraisal well on the Patricia-Baleen

gas field in the Gippsland Basin, off-

shore Victoria, came in gas—bearing and

has extended the southwestern limits

of the field.

The company also reports that the

Meranji East 1 extension well in the

Cooper Basin, onshore South Australia,

has added to reserves at the Meranji

gas field. The well is due onstream in

102000.

In Brief

Exxon is understood to have brought

the Sacate field offshore California

onstream and an initial rate of 2,500 b/d

of oil, Reserves are put at 50mn boe.

Two new gas fields ~ Niban and

Shaden — are understood to have been

discovered in Saudi Arabia. Total

reserves are put at 4th cf of gas.

Technip of France is negotiating a con-

tract for project management, front-

end engineering and design services to

develop a $5.5bn gas field and

pipeline project in Libya. The project

will transport gas to Italy on behalf of

Agip Gas.

Russia & Central Asia

The Turkmen Government is under-

stood to have approved plans for the

commercial development of the South

Kamyshlydzha oil field in west

Turkmenistan. Recoverable reserves are

put at 9mn tonnes of oil, 8.4bn cm of

gas and 0.4mn tonnes of condensate.

The Russian Duma has approved a law

enabling the Kovykta gas condensate

field and the Shtokmanovskoye gas field

to be developed under production

sharing agreement terms.

The Kazakh Government has announced

that it no longer plans to sell part of its

stake in the Tengiz oil field. No reason

was given for the decision.

A consortium of Saipem, Bouyguex

and a Japanese group comprising

Mitsui, Sumitomo and ltochu is

reported to have secured a $1.7bn

contract to design, engineer, procure

and construct the offshore section of

the Blue Stream gas pipeline linking

Russia and Turkey

Hungarian oil and gas company Mal

and Yukos of Russia are to jointly

operate the Zapadno—Malobalyk oil

field in West Siberia. Proven field

reserves are put at 175mn barrels.

( Asia-Pacific

State oil company Petrovietnam l5

understood to be signing five joint verr

ture E&P contracts with foreign oil and

gas companies for blocks 102, 106, 092

and 09-3, the latter two lying in the CW

Long Basin, offshore southern Vietnam.
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Upstream
 

Arco sells North Sea assets

Arco British has appointed investment

banking firm Salomon Smith Barney to

assist with the divestment of certain

southern North Sea assets.

The sale is required by the European

Commission as a condition of its

approval of the merger between BP

Amoco and Arco, completion of which is

not expected before ZQZOOO.

Arco is to sell its interests in the

Thames area 7 including the Yare (43%),

Bure (43.33%), Bure West (43.44%) and

Deben (43.33%) fields 7 together with

the Gawain (50%), Orwell (50%),

Welland (33.73%), Hewett area

(19.85%), Murdoch (34%) and Boulton

(9.5%) fields. It is also to dispose of

undeveloped Bedevere, Blythe, Horne,

Wren and Wissey discoveries and nearby

exploration acreage.

Arco's associated interests in the

Thames (43.44%) and Hewett (19.85%)

pipelines, the gas processing terminal at

Bacton (19.85%), and the Caister-

Murdoch system (17%) will also be sold.

Net gas production from these proper,

ties currently averages 160mn cfld.  

Venture secures finance

Oil company Venture Production has

raised over $30mn in new equity

through a private placement to fund

further acquisitions and ongoing develr

opment activity in Trinidad and the UK

Continental Shelf. It has also secured a

$10mn, fiveeyear credit facility with the

Bank of Scotland.

The company recently became the

formal operator of the Brighton Marine

field offshore Trinidad. Estimated to hold

in excess of 500mn barrels of oil in place,

the field currently has nine platforms and

over 200 wells. Venture plans to increase

production to over 3,000 boe/d by the end

of 2000, a ten-fold increase in output.

Venture was originally formed to

target the development of 'stranded’

North Sea oil and gas reserves through

the integration of advanced production

technology, modern operating practices

and new commercial philosophies. Its

operations in Trinidad complement its

planned North Sea activities by pro»

viding a steady, Iow~risk, low-cost pro

duction profile and operating track

record both on and offshore.

 

Progress for TransCaspian pipeline project

The Presidents of Azerbaijan, Georgia,

Turkey and Turkmenistan have signed

a declaration underlining their support

the TransCaspian Gas Pipeline (TCGP)

project. The countries have pledged

their full commitment to the project

and to cooperate in helping meet its

target to deliver the first Caspian gas to

Turkey by the end of 2002.

TCGP is a 50:50 joint venture between

PSG (a pipeline development and invest-

ment company owned by GE Capital

Structured Finance Group and Bechtel

Enterprises Holdings) and Shell Exploration.

It entails the construction and operation

of a gas pipeline with a capacity of at least

16bn cm/y that will link Turkmenistan,

Azerbaijan, Georgia and Turkey, and pass

under the Caspian Sea.

The agreement puts additional pres,

sure on Gazprom's competing Blue

pipeline project.

 

Interim payment deal

Harland and Wolff, in conjunction with

parent company Fred Olsen Energy, (use

tomer Global Marine, and the

Confederation of Shipbuilding and

Engineering Unions, has reached agree

ment regarding interim payments on

two drillships currently under construc

tion at the fabricator‘s Belfast yard.

Commenting on the deal, Brynjulv

Mugaas, Chief Executive of Harland and

Wolff, said: ’This agreement will enable

Harland and Wolff to finish the two drillr

ships for Global Marine and leave the

company in a position to seek out and

win new work. To assist us in this we

would expect that the UK Government

urgently address the Issue of provrding

support to shipbuilding in such a manner

so as to place us on an equal footing

with other European countries.’  

Faroes' offshore round

The first Faroese licensing round is

expected to open in January next year,

Some 56 whole blocks and 26 part blocks

are expected to be on offer, with bide

ding closing in April or May 2000. Fiscal

terms have yet to be finalised, although

it is expected that corporation tax will be

set at 27% and royalties at 2%. It is also

reported that a special tax on a rate of

return basis will be implemented for

more profitable developments.

News in Brief SerVIce

Visit Petroleum Review/s News in

Brief Service at the Institute of

Petroleum's website at:

www.petro|eum.co.uk

 

In Brief

Woodside Petroleum has secured a

production licence for the A5110mn

Legendre oil field offshore Western

Australia. The field is due onstream in

mid72001, with output forecast to

peak at between 40,000 bld and

50,000 bld. Field reserves are put at

40mn barrels of oil.

OMV is to supply gas from its Miana

field in block 20 in Pakistan to Sui

Southern Gas Company from 2001.

Proven field reserves are 320bn cf.

Australia LNG is to supply 4mn fly of

LNG to Tuntex Gas of Taiwan from

2003 in a $6.4bn deal.

Latin America

BP Amoco has been awarded opera-

torship of block BFZAZ in the deep

water Foz do Amazonas Basin offshore

northern Brazil.

Petrobras is understood to be

reassessing its development plan for

the offshore Espadarte oil field. Plans

are now to use one FPSO rather than

two production units, and to drill 14

rather than 21 wells.

Enterprise Oil and Odebrecht have

agreed terms with Petrobras to farm-

in to the Bijupira and Salema fields in

the Campos Basin offshore Brazil.

Under the terms of the deal, Enterprise

will act as operator.

PdVSA is understood to be planning to

invest $947mn in heavy oil upgrading

projects in Venezuela in 2000.

Elf Aquitaine Nigeria is awarding con-

tract: for the development of the off

shore Amenarn oil field which is expected

to produce 100,000 b/d for 25 years.

EGPC has approved a development

plan for the Hana oil field on the West

Gharib block, onshore the Gulf of Suez.

The Nigerian Government is under-

stood to be planning to offer 53 blocks

for development under production

sharing licences. The blocks include 29

new concessions in ultradeep waters.

Totalfina and partners RepsoI-YPE OMV

and Saga Petroleum have signed an

agreement with Libya's National Oil

Corporation to explore the M4 block in

the Murzuk region in southwest Libya.
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Industry

Alaskan approval for BP Amoco Arco merger

BP Amoco has reached agreement with

the Alaskan authorities regarding its

proposed merger with Arco.

Combined with the agreement

reached earlier this year with the

Governor of California, this latest

announcement will provide the com-

pany ’with the foundation for more

focused and productive discussions with

the Federal Trade Commission (FTC),’

according to Chief Executive Sir

John Browne.

Under the terms of the Alaskan agree-

ment, BP Amoco has agreed:

0T0 eliminate price and volume provi—

sions in the gas portion of the draft

agreement and to make natural gas

available at a competitive price to be

agreed between the company, the

state and prospective buyers.

0T0 publish an annual report detailing

progress towards the environmental

and community commitments made

in the agreement.

.To guarantee, by contract, $17mn in

spending on oil spill response research

and development, 'orphan' site (cre-

ated and abandoned by other compa-

nies) clean up and assessment, and

pipeline oversight by the state.

.To clarify that BP Amoco’s commit-

ment to accelerate the introduction

of double-hull tankers by one year

applies to both chartered and com-

pany-owned vessels.

.To purchase, using a predetermined

pricing formula, up to 30,000 b/d of

oil from minor producers with less

than $1bn in worldwide assets.

0T0 sell a 40% stake in the Alpine field

and at least 50.01% in the Kuparak

field, It is also to divest its operator,

ship in both fields.

The deal also confirms BP Amoco’s

undertaking to sell 175,000 b/d of pro-

duction, 620,000 acres or state and fed-

eral exploration leases, and matching

stakes in the TransAlaska pipeline sys-

tems (TAPS).

A number of other requirements are

also to be met, including the provision

of access to SP Amoco's North Slope spill

response facilities by other companies,

and the donation of the equivalent of

0.2% of production per year to Alaska

(currently estimated at Sfimnly), of

which 30% will go to the Alaska univer»

sity system.

In Brief

United Kingdom

Enterprise Oil has signed a five-year

contract outsourcing all its UK infor~

mation technology (IT) and telecom-

munications services to She/l Services

International (55/). The contract covers

such services as desktop support, net»

works, eemail, video conferencing and

technology planning.

Aberdeen-based Orwell Group has

acquired the drilling and downhole techs

no/ogy centre based on the Aberdeen

Offshore Technology Park from Scottish

Enterprise and the former Grampian

Regional Council for an undisclosed sum.

The Group, which took over management

of the Centre three years ago, is planning

to invest £750,000 in state-of-theart simu-

lation equipment and classrooms and to

recruit five new staff over the next year

According to Hamish Dingwall, Head of

Energy at Scottish Enterprise, the Centre

’offers Europe’s largest and most techni-

cally advanced land rig and is the only

facility in the world open to any company

to develop and test downhole products

without the risk and expense associated

with an offshore well’. Orwell Group is

also considering the possibility of drilling a
 

Chernogorneft sold to Tyumen Oil

Chernogorneft, the bankrupt subsidiary

of Russian company Sidanco, is reported

to have been sold by the receiver with

the acceptance of a $176mn takeover

bid from Tyumen Oil Company.

Chernogorneft operates the northern

sector of Samotlor field, said to be the

largest oil field in Russia, while TNK

operates the southern sector.

TNK is understood to be planning to

enter into a number of joint ventures

with foreign investors in a bid to min-

imise any losses from the sale of

Chernogorneft. The company is said to

have stated that it hoped such a move

would help dispel any 'negative impresr

sions’ of the Russian oil and gas industry

by those companies which had invested

in Sidanco.

However, BP Amoco e which had

taken effective management control of

Sidanco — is reported to have claimed

that the sale of its principal western

Siberian investment to a local comv

petitor was illegally forced and is now

said to be reviewing its Russian inter,

ests. In defence, TNK stresses that the

sale was made via a competitive auc-

tion, It is understood to have proposed

a strategic alliance with BP Amoco.

fourth test well at the Centre.

The UK Health and Safety Executive

(HSE) has amalgamated the Chemical

and Hazardous Installations Division

(CH/D), Offshore Safety Division {05D}

and HM Mines lnspectorate to create a

new Hazardous Installations Directorate

(HID). The formation of HID creates a

single body responsible for the health

and safety regulation of the majority of

hazardous industries in the UK.

A second set of guidelines for vessels

providing standby services to offshore

installations has been published by the

UK Offshore Operators Association

(UKKOA). The guidelines — which were

developed in conjunction with the 

Lasmo restructuring

UK independent Lasmo is understood to

be selling its Azeri office to Shell as part

of a worldwide restructuring of its operv

ations to focus on its core areas of oper

ation, including the UK, Indonesia, the

Middle East and Venezuela. The come

pany has already announced plans to

sell its 12.5% stake in the Inam field in

Azerbaijan 7 Shell being the main con-

tender according to recent reports , and

is understood to be now considering the

disposal of interests in Algeria. Pakistan

and Turkmenistan, perhaps via asset

swaps rather than direct sales.

SABlC to boost output

Saudi Basic Industries Corporation

(SABIC) plans to raise its total annual

petrochemicals production capacity to

11an tonnes by 2010, according to

Fahad Aleheaibi, President of the come

pany’s Polymers Group.

Production is forecast to reach 3Smn

tonnes in 2000, a rise of 40%

over output in 1998. Estimated

combined investments of more than

S9bn in joint venture projects

across all sectors of industry in the

country have been planned between

1998 and 2002.

International Association of Drilling

Contractors (North Sea Chapter), the

British Rig Owners Association and the

Standby Ship Operators Association — set

out standards for the safe management

and operations of standby vessels, and

complement UKOOA’s recently revised

guidelines on the technical standards

required for such vessels and their

equipment.

Lloyd’s Register is strengthening its

UK upstream oil and gas capability in

Aberdeen by relocating its London

and Croydon-based offshore services

operations to the Scottish base.
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Chevron outlines plans for the future

 

Chevron Chairman Ken Derr and

Chairrnaanlect Dave O’Reilly have

reported that the company ‘intends to

achieve the best shareholder return

among 011 majors, even though the

industry’s competitive landscape has

become tougher’ by 2004. The coma

pany’s financial targets include a long-

term earnings growth rate in the top

quartile ol the S&P 500, a minimum of

12% return on capital employed,

and a continuing reduction in oper-

ating expense.

The company also plans to increase its

worldwide oil and equivalent gas pro

duction at an annual growth rate of 4%

to 4.5%. Key growth areas include:

0 The Tengiz field in Kazakhstan a

where production has averaged

215,000 bld in 1999 and is expected

to exceed 250,000 b/d in 2H2000

when additional processing capacity

comes online.

0 Angola, where the country's first

deepwater oil production IS due

onstream by year-end from the Kuito

field. Overall production IS expected

to reach 600,000 b/d by 2002, from

450,000 b/d in 1999.

O The deepwater Gulf of Mexico,

where Genesis and Gemini came

onstream this year, producing 63,000

bid and 37,000 b/d respectively.

0 The East coast of Canada 7 where the

Hibernia field’s reservoir performance

has exceeded predictions and the

company has raised the estimate of

ultimately recoverable oil to 750mn

barrels. Current output is 150,000 b/d.

Other areas of development include

North America, Canada, South America

and Thailand.

 

Green light for Exxon

The US Federal Trade Commission has

approved the Exxon Mobil merger, subject

to a number of conditions, including the

sale of 2,431 of the two companies’ US serr

vice stations 7 about 15% of their com»

bined retail network. The assets have been

valued at $2.5bn. Tosco is understood to

have agreed to buy 1,740 of the sites for

$860mn. It is also acquiring the right to buy

undeveloped sites and a distribution terr

minal in Virginia.

Exxon is also to sell its 130,000 bld

Benicia, California, refinen/ as part of the

FTC requirements. Meanwhile, the Alaskan

authorities have called for Mobil to divest

its 3.08% stake in the TransAlaska pipeline

system (TAPS) within the next nine months.

Exxon already holds an interest in

the pipeline.

Mobil merger

Exxon Mobil Corporation — the

world’s largest publicly traded oil com-

pany following the merger 7 reports

that it expects to achieve cost savings in

excess of the originally forecast $2.8bn.

It is also in the process of reviewing the

expected number of job losses to result

from the deal, which, at present, is put

at a little over 9,000.

The new company is to be headquar-

tered in Irving, Texas, supported by a

global upstream and chemicals head

office in Houston and a downstream

headquarters in Fairfax, Virginia. it is

understood that the London, Aberdeen

and Leatherhead (Surrey) offices will

remain open, although the Aberdeen

operation may be downsized.

 

Waste oil court ruling

The European Court of Justice has ruled

that Germany has failed to meet its legal

obligations concerning the disposal of

waste oils, as imposed by the European

Union Directive of 75/439/EEC, writes

Keith Nuthall. The Court upheld a coma

plaint by the European Commission

which also accused Germany of failing

to apply duty on waste oils used for

heating and so encouraging their use,

contrary to EU regulations.

Germany could have introduced a

number of feasible measures aimed at

the treatment of waste oils by regenerr

ation, but had not done so. ’On the con-

trary, It has stopped applying one of

them and has taken no further appro-

priate steps,‘ said the Commission.

Aker Maritime cuts costs

Aker Maritime is understood to be restruc~

turing its operations in a bid to cut costs by

NKrSOOmn (S63mn) over two years and

improve efficiency. The company is to focus

on two core markets 7 international deep-

water and the North Sea — from offices in

Houston and Stat/anger, respectively. The

international operation wrll Incorporate

Londonrbased engineering company

Genesis Oll and Gas Consultants and the

Aker McNuIty yard in the UK. The North

Sea business will comprise companies cur-

rently part of EPC Norway and the mainte

nance, modification and operations areas,

and Aker Oil and Oil and Gas Technology.

The company has already reduced its

workforce by 2500 over the past year and

further Job losses are expected. 

In Brief

Wintershall of Germany has announced

its intention to sell its London-based

subsidiary Wintersal/ (UK) and

Wintershal/ Exploration (UK), and to

withdraw from the UK Continental

Shelf. The company is focusing its atten—

tions on ‘strengthening and combining

international E&P activities and the for-

mation of new main areas in Argentina,

Russia and Azerbaijan’.

Oil industry service company Atlantic

Power Utilities Division, part of P65

Atlantic Power, has received a certifi-

cate of commendation in ‘recognition

and appreciation of the excellent ser-

vices they provided’ to Operation

Allied Force, the NATO activities in

Serbia and Kosovo earlier this year.

Henri de Roissard is understood to

have resigned his post as Chairman of

French offshore contractor ETPM in

order to lead a management bid for

the company Coflexip Stena Offshore

and Stolt Comex Seaway are reported

to also be interested in acquiring the

company, following the collapse of

Global lndustrles’ $256mn bid.

Apache is reported to have budgeted

SESDmn for capital expenditure in

2000. The company is also understood

to be planning to expand its upstream

portfolio through acquisitions.

Wintershall of Germany has sold its

Canadian affiliate, Wintershal/ Canada,

to Calgaryebased Startech Energy for

an undisclosed sum.

Columbia Energy Services is under—

stood to have sold its wholesale

energy marketing business to Enron

North America for an undisclosed sum.

Middle East

86 is understood to have announced

plans to open an office in Israel in early

2000. It was awarded a number of

exploration licences offshore Israel in

7999 and is involved in a joint venture

with Isramco.

Iraq was reported in November to

have indicated that it would agree to a

six-month renewal of the UN oil-fora

food programme on similar terms to

those currently in effect.
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BP Mobil's European fuels venture dissolved

BP Amoco and Exxon Mobil have agreed

the terms under which they will dissolve

the BP Mobil European fuels and lubri-

cants joint venture in response to the

European Commission's authorisation of

the Exxon and Mobil merger.

Under the agreement, which is subject

to a number of approvals and appro-

priate employee consultation, BP

Amoco will purchase Mobil's 30%

interest in the fuels business for $1.5bn.

The deal also includes the transfer of

Mobil‘s stakes in certain pipelines

serving Gatwick airport in the UK. in

addition, the two companies are to

divide the assets of the lubricants busi-

ness broadly in line with their equity

stakes: 51% Mobil, 49% BP Amoco.

The fuels part of the venture, oper-

ated by BP Amoco, currently operates

around 8,500 service stations across

Europe, representing about 12% of the

market. The Exxon Mobil-operated lubri-

cants part of the venture has a market

share of just over 18% in Europe,

Under the deal, BP Amoco will receive

the service stations and other marketing

assets, together with the fuel refineries

at Grangemouth and Coryton, UK;

Lavera, France; Nerefco, The

Netherlands; and Castellon, Spain, as

well as the shareholdings in the Turkish

Mersin, French Reichstett and German

Bayernoil refineries. Mobil will receive

the fuels refinery at Gravenchon,

On the lubricants side, Exxon Mobil will

receive the Dunkirk refinery in France

and the lubricants leg at Gravenchon. BP

Amoco will retain the base oil refinery in

Neuhof, Germany, and the lubricants leg

of Coryton, together with the blending

plants at Neuhof; Ghent in Belgium;

Gemlik in Turkey; Bastons in the UK,

Drapetsona in Greece; and a 45% share

of the Turkish Serviburnu plant. The

remaining 10 blending plants will be part

of the Exxon Mobile portfolio.

The companies have also agreed in

principle to the following general provi-

sion for the marketing of lubricants in

Europe. BP Amoco will receive:

0 All the lubricant marketing businesses

in Portugal, Spain, Greece, Gibraltar

and Malta, including the business cur-

rently branded as Mobil and the

Mobil brand for an interim period.

0 All the direct commercial vehicle lubri-

cants business throughout Europe,

including the business currently

branded as Mobil and the Mobil

brand for an interim period.

CA“ the BP and Duckhams branded

passenger vehicle lubricant business

throughout Europe.

0 All distributor relationships associated

with the BP and Duckhams brands.

Exxon Mobil will receive (outside of

Portugal, Spain, Greece, Gibraltar and

Malta):

CA” the direct industrial lubricants

businesses, including the BP and

Duckhams branded businesses.

.All the Mobil branded passenger

vehicle lubricants businesses.

OAII distributor relationships associated

with the Mobil brand.

 

BTC celebrates 40 years in the business

The British Technical Council of the

Motor and Petroleum Industries (BTC) is

nearing its 40th anniversary. Formed in

February 1963 by the petroleum induse

tries and the motor manufacturers,

BTC’s current membership of over 30

companies embraces vehicle, engine

and component manufacturers, test

equipment and Reference Fuels sup-

pliers, the military, oil companies, addiv

tive companies and independent test

laboratories. The current Chairman of

BTC is D F Covey, Industry Liaison

Manager at lnfineum International.

BTC brings technical focus to issues

affecting its membership through a

hierarchy of technical sub—groups. The

technical work is organised on a cooper—

ative basis through Fuels and Lubricants

Technical Committees.

BTC is an active and influential

member of a wider European organisa-

tion — the Coordinating European

Council for the Development of

Performance Tests for Transportation

Fuels, Lubricants and Other Fluids

(known as CEC) — which is responsible

for establishing the need for, assisting

the development of, and promoting the

use of standard test methods for

assessing the performance of automoe

tive fuels, fluids or lubricants.

BTC is ready to face the challenges of

the next decade. These include contin-

uing exhaust emission reduction,

improved fuel economy in passenger

cars and commercial vehicles, extended

service intervals, and cost effective opti»

misation of fuels and lubricants to

match the needs of future engines.

For further information, contact

the BTC Executive Secretary, Lyn

Bunker, on Tel: +44 (0)1203 355405,

Fax: +44 (0)1203 355069, e-mail:

|yn.bunker@mira.co.uk or visit BTC’s

website at www.btcmpi,org.uk

Russia & Central Asia

The Russian Government has

announced plans to raise the export

duty on crude oil from euro7.5/tonne

to euroiS/tonne. The duty rise is

expected to cost the oil industry $504

mn in 2000.

Tyumen Oil Company (TNK) has

announced its second Rb2.5bn

($94mn) dollar-hedged bond issue,

reports the United Financial Group’s

Russia Morning Comment. The new

bonds offer a 10% coupon. While the

company is facing significant capital

calls to rehabilitate the Samotlor field

and upgrade the Ryazan refinery, it

has been cut off from foreign long»

and medium-term capital sources (such

as US Eximbank) due to its allegedly

illegal takeover of Sidanco’s assets,

comments UFG.

Gazprom is reported to have paid

Rb8.17bn ($305mn) in taxes in cash in

November 7999. This represents

almost one quarter of federal tax rev-

enues in the period, reflecting the

company's importance to the Russian

economy.

The Russian Ministry of Federal

Property has announced plans to sell

9% of its stake in Lukoi/ on the New

York stock exchange in 2000, repom

the United Financial Group’s Russia

Morning Comment.

Lukoil-Neftekhim has entered into a

cooperation agreement with Fina

Research which is aimed at helping

Lukoil penetrate the European market

of premium-priced polyethylene,

reports the United Financial Group‘s

Russia Morning Comment.

Latin America

A88 is to acquire Argentinian oil and gas

equipment manufacturer DancoTa/leres

Metalurgicos for an undisclosed sum.

Houston-based ship classification

society ABS has signed a cooperative

agreement with the Government of

Vietnam’s classification society,

Vietnam Register (VR). The agreement

addresses new construction and con'

version, as well as statutory surveys

and the survey ofmaterials and equip-

ment intended for installation on

board ships.
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LPG growth forecast in Europe

The European market for LPG faces a

mixed future with some markets

enjoying robust growth while others

stagnate, according to a new report

from market analyst Datamonitor.

Increasing competition from natural

gas is expected to dampen domestic

consumption of LPG, and demand

growth is forecast to be modest until

2009. However, the report states that

LPG for automotive and industrial use

will grow at average annual rates of

6.5% and 5.6% respectively. Together,

these two sectors are expected to gen

erate 90% of overall market growth

over the next decade.

The report a LPG in Europe:

Strategies for the New Millennium e

indicates that total consumption of LPG

in Europe will increase by 35% to reach

29mn tonnes in 2009, Performance in

eastern Europe is expected to outstrip

that of western Europe, growing by

77% between now and 2009, com»

pared with 31% in western Europe 7

largely due to the fact that per capita

consumption in eastern Europe is cur-

rently less that half the western

European average. This is forecast to

boost eastern Europe’s share of

European LPG sales from 10% to 13%.

By 2009, Poland will have overtaken

Germany as Europe’s fifthelargest con-

sumer of LPG, says the report. Turkey

will become Europe’s largest consumer

of LPG for energy purposes in 2009, its

market more than doubling to reach

6.8mn tonnes. Together, the three

largest markets — Turkey, France and

Italy — will account for half of total

European LPG sales by this date.

Between 1994 and 1998, automotive

LPG was the fastest growing sector of

the market, and is forecast to remain

so over the next 10 years. Between

1999 and 2009, sales of automotive

LPG will almost double from 3,2mn

tonnes to 6.2mn tonnes, driven

by the promotion of LPG as a cleaner

alternative to gasoline and diesel.

Since most eastern European countries

aspire to EU membership, they are

adopting EU regulations concerning

emissions control and the develop—

ment of cleaner fuels , boding well for

the development of autogas both in

western and eastern Europe, come

ments the company,

Italy and the Netherlands are expected

to remain Europe's largest auto LPG mare

kets, together accounting for more than

half the total, However, the UK market is

forecast to grow fastest, at an annual

rate of 40% to 2009.

The report also indicates that there

will be a switch from cylinder to bulk

sales in the LPG sector. In 2009, bulk LPG

is predicted to represent 73% of total

sales compared with 62% in 1998. Other

than in the domestic sector, most uses of

LPG tend to be in bulk form. The

increasing share of automotive and

industrial demand will therefore result in

a further shift from cylinder to bulk sales.

 

FTA targets fuel taxes

According to the UK Freight Transport

Association (FTA), the number of for-

eign lorries operating in the UK in the

201999 increased by 25% compared

with the same period a year earlier. At

the same time, the number of UK trucks

operating on international business

increased by just 6%. FTA argues that

these figures 'demonstrate the harmful

effects of ultra-high taxes on vehicle

excise duty and fuel duty in the UK'.

FTA’s Head of External Affairs, Geoff

Dossetter, said: ’The fuel duty escalator

has gone but its legacy is the enormous

competitive advantage that now bene

fits foreign vehicles working in the UK.

The pattern of foreign trucks operating

In the UK is now very firmly established

to the detriment of UK industry. The

Chancellor must recognise that his wele

Come action in ending the fuel duty

escalator can only be the first step in

tackling very serious transport and

industry competitive problems caused

by high UK taxes.’
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Serbian oil sanctions

The European Union has embarked on a

ground-breaking oil sanctions regime

against Serbia, which attempts to

supply fuel to towns where there is

opposition to President Slobodan

Milosovic, but maintains a ban to com-

munities where he is supported, writes

Keith Nuthall. It is the first time that the

EU has tried to interfere in the internal

politics of a country through an oil

embargo, rather than putting pressure

on a government by imposing a blanket

ban on imports, across a whole country.

Under the EU‘s Energy for Democracy

initiative, it is allowing a shipment of

heating oil to be sent to the towns of

Nis and Pirot, both in the south of the

country. An attempt to deliver the first

cargo was abandoned in early

December due to obstructions by the

the Yugsolav customs authorities.

However, the EU has stated its intention

to continue trying to deliver further

shipments of heating oil to the two

communities.

In Brief

United Kingdom

Kuwait Petroleum (08) is to trial its

ultra-low sulfur City Petrol at four of

its UK company-owned and managed

sites in the New Year.

Conoco has unveiled a £7an invest-

ment programme for its Humber

refinery. The ten-year plan includes

£90mn on new units to produce clean

fuels and£250mn on an advanced com-

bined heat and power plant.

Honeywell Control Systems has

secured a $6mn engineering and pro-

curement contract from Conoco for

the design, construction and commis-

sioning of a TotaIPlant Solution system

at its Humber refinery in the UK.

The UK Office of Gas & Electricity

Markets (Ofgem) has published pro-

posals for changes to electricity and

gas licences to stimulate competition.

Texaco is proposing to swap its 37}

strong network of service stations and

commercial fuel asses in Greece for a

number of Shell forecourt: (some

repors suggest 80 sites) and other

assen in the UK.

Amerada Hess is reported to have

applied for a licence to supply electricity

to domestic customers and small busi-

nesses in England and Wales from 1 April

2000 in order to meet demands for ’dual

fuel' packages.

The UK Office of Gas & Electricity

Markets (Ofgem) has proposed a cut

of 5% to British Gas Trading’s (3677

customers' bills. This would mean a

saving of around £14/y off the

typical bill.

Norwegian oil company Statoil is

reported to be planning to invest

$30mn over the next 12 months on

expanding its 20-strong Polish service

station network to 120 outle6.,

Texaco and Shell Europe have com-

pleted an agreement to swap retail

assets in Poland and the UK, subject to

regulatory approval in Poland.

Repsol YPF is to build a new plant to

produce more than 900,000 cm of high

performance automotive gas oil at is

Tarragona oil refinery in Spain. The

facility is clue onstream in 1H2002.  



Downstream

A new take on petrol station design

As artistrinrresidence at the Centre de

Sculpture, outside the village of

Montolieu, France, James Trew was

inspired to create a work that captured

the modernity of the petrol station,

writes Helen Jones. He decided to create

a work that would embody the artificial,

yet beautiful, geometry of the petrol

station and to place it in the idyllic land-

scape surrounding the foundry and

artists' workshops at the Centre.

The resulting piece explores the

beauty of the familar manrmade canopy

structures, yet sits, or rather hangs, upon

the side of a cliff in a remote rural set-

  

ting. At night, the canopy—like sculpture

is the only element of the landscape that

glows. By day, the horizontal form pror

vokes memories of roadside structures

and carjourneys. The powerful sculpture

is deceptively simple, highlighting the

fact that petrol stations are an instantly

identifiable part of our environment.

Trew is currently exploring the

possibilities of other works inspired by

petrol station design.

For more information, contact Louise

Romain, Centre de Sculpture, Fonderie

de la Dure, Montolieu, France 11170.

Tel: +33 468 24 8181.

 

20,000 forecourt closures in W. Europe by 2004

The fiercely competitive fuel retailing

market in western Europe continues to

suffer from low operating margins and

stagnant fuel demand, according to a

recent report from UK analyst

Datamonitor. As a result, oil companies

are undergoing strategic and opera

tional change, and many have consid

ered mergers and acquisitions as a

means to survive. The company predicts

that the trends of merger activity and

network rationalisation are set to con

tinue, as margins within downstream

operations are squeezed.

The report predicts that the visible bene

efits of megarmergers such as the BP

Amoco/Mobil joint European operation

are likely to encourage other companies

to consider a merger or acquisition in the

future. BP Amoco is shown to have gen-

erated huge operational benefits from its

previous BPlMobiI joint venture, with vol-

umes per site increasing substantially,

from Z.S7mn litres in 1997 to 2.74mn

litres in 1998. This was achieved through

extensive rationalisation , 747 sites were

closed between 1996 and 1998, equiva-

lent to almost 10% of the entire network.

However, while BP Amoco achieved

the highest volumes per site of any

major oil company, Shell remains

western Europe's market leader.

According to Datamonitor, Shell had a

volume share of 10.7% in 1998,

although the company achieved a lower

average throughput per site of just

2.31mn litres, versus 2,48mn litres for

E550 and 2.74mn litres for BP Amoco.

The report suggests that Spain offers

the best growth prospects over the next

five years, with volumes forecast to

increase by an average of 3.2% per

annum. Greece and Ireland are pre

dicted to be the only other European

markets to experience significant

volume increases, driven by economic

growth and the growing size of their

respective national car parcs.

Network rationalisation is expected to

continue, driven by the quest to improve

volume per site and reduce costs. Over

20,000 service station sites are forecast

to close across western Europe by 2004,

representing an annual shrinkage of

3.1%. Datamonitor expects average vol

umes per site to rise by 0.88mn litres by

2004 as a result of this rationalisation.

Luxembourg is forecast to record the

highest volumes per site, at just over

9mn litres, due to the high levels of none

indigenous commercial traffic fuelling at

enlarged motorway sites.

 

In Brief

Mobil Oil and Wintershall have agreed

to transfer their respective 28% and

15% stakes in Germany’s leading fuels

retailer, Aral, to Veba Oel for an undis-

closed sum. The deal will increase

Veba’s stake in Aral from 56% to 99%,

Veba is also to acquire Wintershall’s

refinery in Lingen.

Norwegian oil company Statoil has

renewed its Irish fuel distribution con

tract with Wincanton Logistics until

2003.

Burmah Castro] and BMW are reported

to have forged a strategic alliance to

develop the next generation of lubri-

cants products.

Veba’s Horst, Germany, refinery has

selected the Institut Francais du

Pe’trole’s (/FP) Prime-6+ technology for

the desulfurisation of its FCC gasoline.

The award for an 800,000 t/y unit is

said to be the first ofits kind.

Hellenic Petroleum of Greece is under-

stood to have acquired a 75% interest

in Albanian petrol retailer Global which

holds about 8% of the local market

with an 11-strong network of outlets.

Klockner Industrie-Anlagen (INA) has

signed a project development

agreement for the first commercial-

scale plant ever built using

Syntroleum’s proprietary gas-to-liqA

uids (GTL) technology. It is as yet

undecided whether the Sweetwater

Project plant will be located in

Australia or Trinidad. The $400mn

facility will have a design capacity of

10,000 bld, converting natural gas

into high margin products such as syn-

thetic lubricants, drilling fluids, liquid

normal paraffins and speciality

fuels. (See p34)

Russia & Central Asia

Azeri state oil company Socar and

Lukoil have signed a Memorandum of

Understanding under which the

Russian oil company will provide crudE

at the Black Sea port of Supsai

Georgia, in exchange for fuels to

be supplied to Lukoil’s Azeri

filling stations.

Asia—Pacific

BP is reported to be opening what is

said to be its first service station in

western Japan with a new outlet in

Ayabe, Kyotoefu.
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Switching gas supplier

UK Secretary of State for Trade and

industry, Stephen Byers, has launched

an investigation into the practical steps

needed for customers to change energy

suppliers. While average household sav-

ings of up to £65 per year are on offer

to customers who switch, over 80%

(Mom gas customers and ZZmn elece

tricity customers) have remained with

their original suppliers. Byers stated

that he wants to find out 'how we can

help consumers feel comfortable about

deciding whether to switch'.

Some of the issues to be checked are:

0 Is the process required to switch Supr

plier too difficult or complicated?

0 How can consumers get hold of easy

to understand, fair price comparisons?

0 Are potential switchers discouraged

by stories about mis-selling, involunv

tary switching or double billing?  

Baltic Rim merger cancelled

Forturn and Statoil have decided to dis

continue the transfer of both compa-

nies' service station and oil terminal

operations in Russia, the Baltic coun-

tries and Poland into a joint venture

company. Both companies concluded

that sufficient preconditions for coop-

eration on this scale could not be found

at the present time. Instead, both plan

to continue discussions with the aim of

better exploiting shared logistic systems

and oil terminals in the Baltic rim.

Fortum reports that it is also to con

tinue the development of its Neste-

branded service station network in

Russia, the Baltic countries and Poland,

with the aim of creating a ZOOrstrong

network of unmanned fuel outlets over

the next few years. The current Neste

network comprises 115 manned and

unmanned sites.

 

Calls to EU for lower fuel excise duties and rebates

Italy has asked permission from the EU

Council of Ministers to allow its com—

mercial hauliers to apply for rebates on

excise duty paid when buying diesel for

journeys undertaken for a third party,

reports Keith Nuthall. It has also asked

the Council whether it can reduce excise

duties for LPG and heating oil, supplied

as heating oil to disadvantaged regions.

Meanwhile, France has applied to the

Council for permission to reduce excise

duty from the New Year on premium-

grade unleaded petrol containing addiv

tives (probably potassium-based) to

improve resistance to valve seat reces»

sion and valve burn. This fuel will replace

premium»grade leaded petrol, which is

to be banned across the European Union

from 1 January 2000 in a bid to reduce

pollution from road traffic and improve

air quality. While most European coune

tries have either already phased out

leaded petrol or plan to do so by 1

January 2000, some have applied for a

derogation — Spain, Italy, Greece and

French Overseas Territories.

Germany has asked the Council for per-

mission to lower excise duties on heating

gas oil, natural gas and LPG used by man-

ufacturing industry, to enable businesses

to cope with an earlier rise in mineral oil

duty under an environmental law.

In Brief

Vopak (the Van 0mmeren/Pakhoed

bulk storage joint venture), together

with PSA Corporation, has acquired

Intraco’s 10% shareholding in Van

Ornmeren Tank Terminal Singapore.

The deal increases Vopak’s stake by

7% to 66%, and PSA’S by 3% to 29%.

Vopak paid euro 72.5mn for its stake.

Algerian state company Sonatrach

has signed an agreement with Greece

to supply 700mn cm/y ofgas over a 2 7»

year period. Algeria currently exports

60bn cm/y of gas.

Canadian oil and gas company Ocelot

international is reported to have been

given the go-ahead by the Tanzanian

Government for its $340mn gas-to-

power project. The company plans to

develop over 7m 0‘ of gas in the

nearshore Songo Songo comp/ex. Gas

will be supplied to the power genera»

tion and industrial energy markets in

Tanzania and Kenya.

Nigeria’s new President, Olusegun

Obasanjo, is reported to have

announced plans to deregulate petrol

supplies in the country next year, which

could lead to a 50% increase in petrol

prices, according to some analysts. He

proposes to end the Government’s de

facto monopoly on fuel imports.

Natural Gaz of Spain is understood to

be planning to invest up to $400mn

on developing a natural gas distribue

tion network in Morocco
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Upbeat outlook

for the

   

 

Millennium

Addressing the recent IP annual lunch, Dick Cheney, Chief

Executive Officer, Halliburton and former US Secretary of

State 1989—93, took a positive view of the industry's

prospects in the millennium. The following is an edited and

shortened version of his presentation. The full speech is

available on the IP website www.petro|eum.co,uk

’7 et me say at the outset that I am

: unreasonably optimistic about our

:industry. For over a hundred years

we as an industry have had to deal with

the pesky problem that once you find oil

and pump it out of the ground, you've

got to turn around and find more , or

go out of business. A merged company

like Exxon Mobil will have to secure over

a billion and a half barrels of new oil

equivalent reserves every year just to

replace existing production.

For the world as a whole, 0I| compa—

nies are expected to keep finding and

developing enough Oil to offset our

7imn b/d of oil depletion, but also to

meet new demand. By some estimates

there will be an average of 2% annual

growth in global oil demand over the

years ahead, along with a conservar

tively estimated 3% natural decline in

production from existing reserves. That

means by 2010 we will need in the

order of an additional SOmn b/d. So

where is the oil going to come from?

Governments and the national oil

companies are controlling about 90% of

the assets. Oil remains fundamentally a

government business. The Middle East —

with tworthirds of the world’s oil and the

lowest cost , is still where the prize ulti-

mately lies. Even though companies are

anxious for greater access there,

progress continues to be slow. In the

early 19905, expectations were that sig

nificant amounts of the world’s new

resources would come from such areas as

the former Soviet Union and from China.

It turned out to be deepwater successes

that yielded the bonanza of the 1990s.

Fundamental challenges

A fundamental challenge for compa

nies is to do more than replace reserves

and production. The trick is also to

replace earnings. For most companies

the majority of their profits come from

core areas but many of these are now

mature and it can be difficult to replace

the earnings from the high margin bare

rels there. Some of the oil being devela

oped in new areas is obviously very high

cost and low margin. Companies are

turning to production deals where they

can develop reserves that are already

known, but where the country doesn't

have the capital or the technology to

exploit them. In production deals there

is less exploration risk but dealing with

aboveeground political risk as well as

commercial and environmental risk is

an increasing challenge. Many compa

nies are more comfortable dealing with

the below-ground risk, like drilling and

reservoir performance, than they are

with the above-ground political risks.

The other major element that is

changing is the nature of competition

and what the competitive field will look

like in the new industry. Clearly the

main driver behind the biggest mergers

are the cost savings. Larger companies

tend to have the highest credit ratings

and therefore the lowest borrowing

costs, but they also tend to have higher

multiples in the stock market. The share

price premium becomes a valuable cur-

rency for takeovers. The result of all this

consolidation is that new four out of

the five largest oil and gas companies

by market value are European.

Who will survive?

I do not believe that the bigger is better

model is the only viable one. Halliburton

has certainly grown bigger through its

merger with Dresser and other key

acquisitions. This made sense in part

because it gave our company both a

broader array of services and also

greater depth in products and services.

1 see four basic types of firms that I

think will survive and prosper. First, we

will obviously have the super majors.

There is a good chance they will avoid

becoming bloated bureaucracies because

they are very focused on delivering cost

saving synergies for their shareholders.
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The second will be those companies that

have dominance in a region or a market.

Repsol YPF is an example of this type of

company; number one in Iberia and the

southern corner of Latin America and

very profitable.

A third model I would call the super

independents. These are firms that focus

on one line of business but have suffi-

cient scale to have several core areas of

material size where they can go head to

head with anyone. These combine the

advantages of a super major with the

agility of an independent. A common

element in these three classes of firms

will be critical mass and concentration. A

fourth categow of sun/ivor will be niche

players who can prosper off the proper

ties that the bigger firms don’t want or

because of the very special circumstances

they find. The immense portfolio

restructuring that lies ahead should

create opportunities. New aggregators

are likely to emerge which, together

with a lot of the brain drain from staff

cuts at the majors, could provide unex-

pectedly strong competition.

Managing risk

increasingly we are seeing international

oil and gas companies concentrating on

managing investment, financial, com-

mercial and political risk or above

ground risk, while service companies

are managing technical, completion

and operating risk. Meanwhile,

national oil companies (NOCs) are

focused on managing their country’s

national interest and its resources. This

is part of the new resource rationalism

of the 19905. NOCs may own the

resources, but when it is in the national

interest to bring in outsiders to help

develop them, they do so. Venezuela

obviously is a clear example of the new

resource nationalism. NOCs can focus

on becoming regionally dominant

players. I think Petrobras in Brazil may

be an example of this in Latin America.

Opec has shown an ability for crisis

management every time oil prices have

dropped to single digit levels. But the

group may ultimately bring about its

own undoing if it shoots for too high a

level for oil prices, as this underwrites

higher cost oil exploration and devel-

opment while limiting demand growth

I think the world, the consumer as well

as producers, are best served by stable

prices at reasonable levels.

. The oil industw will become more

Integrated in the new century but not

necessarily in the traditional sense of link

Ups between producers and refiners. |

see an integrated role for the oil service

Industry in helping to manage certain

technical risk, leaving Oil companies to

retain control but focus on investment

decisions, commercial and political risk

 

Left: Dick Cheney speaking at the lP‘s Annual Autumn Luncheon: Above (I-r): Jeff

Pym, IP Director General, Chris Moorhouse, IP President. and Dick Cheney. Chief

Executive Officer, Halliburton arriving at the Savoy Hotel, London.

and financial risk. Oil companies prob

ably spend the most and make the

lowest returns on the actual develop-

ment and operation of their assets. It is

here in the middle of the opportunity

chain where service companies can add

the most value on the below-ground

aspects of the operation.

For NOCs, working with service com-

panies can make use of the, best tech

nical expertise available worldwide,

while still retaining control and man-

aging the state's interest in its own nat-

ural resources,

New technology

Clearly technology has revolutionised

the oil business in the last decade with

rapid advances in data interpretation,

reservoir management, enhanced oil

recovery, directional drilling and deep,

water operations, and the pace of

advancement is accelerating. The oil

industry is saddled with this image

problem as a polluting manufacturing

industry when in reality it has become a

knowledgevbased business. Our success

as a company and as an industry will

depend even more heavily in the future

on our ability to develop and deploy

new technology.

Gas demand

We think there will be tremendous

growth occurring in natural gas usage

in the years ahead. We are consciously

bullish over the next five years and

beyond for the North American natural

gas market. The demand side has

plenty of uprside and gas is likely to

grab a greater share of US energy con

sumption in the decade ahead. Virtually

all new US power plants are likely to be

gas-fired and residential penetration is

growing fast as well,

US onshore gas output should be

weaker and this means that the

demand gap will need to be met by,

perhaps, double-digit growth rates and

Canadian imports, and significant

increases in production out of the Gulf

of Mexico. The industry will need to get

busy bringing on new production facile

ities and pipeline systems to meet these

needs. Deepwater gas, obviously, will

have a very important role to play.

There are a number of factors that we

believe will drive the growing role for

gas on a global basis. The environment,

obviously, will be a key driver. Gas is the

preferred fuel for power generation.

Gas-to-liquids is on the threshold of

commercial success. There is growing

demand in emerging markets like

China, India and Brazil. For interna-

tional oil and gas companies, gas is

increasingly a key element of the E&P

portfolios — oil becomes more difficult

to replace while gas reserves and pro»

duction will grow. The world‘s gas

resources are obviously vast. Estimates

of proved gas reserves understate the

volumes as there is plenty of gas still to

be found and many existing discoveries

have not been booked. As companies

find more gas, they need to find ways to

monitise the remote fields. Developing

stranded gas often entails new risk in

building a new market to use the gas.

The three main options for moving this

gas to market are pipelines, liquefied

natural gas and, now, gas-to-liquids.

The world will get more and more

connected as high~strength steel and

automated equipment allow gas

pipelines to become economical over

long distances. For LNG, new markets

will fundamentally alter the nature of

the business. The days of the 20—year

takerorrpay contracts are over. New

structures will be needed to share the

risk in building the new markets. The

long waiting list of greenfield and LNG

expansion projects may signal market

limitations. LNG producers are facing

greater competition and lower returns

and they may need to look at investing

down the gas chain and in re-gasifica-

tion and power as well,
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Guests enjoying a pr2<|unch drink

Long term, there are innovations on

the way such as power generation synere

gies with reegasification, cost reductions

and smaller scale projects that could

permit floating LNG terminals. An alter

native to LNG as a means of monitising

gas reserves is gasetorliquids, or GTL,

which serves a completely different

market. With a huge world market for

refined products, gasetoeliquids is much

more flexible than pipeline or LNG proe

jects, which require rigid contracts and

offtake volumes. GTL products can be

exported inexpensively on product

tankers and distributed through existing

infrastructures. The appeal is that there is

no exploration risk and, no market risk as

there is when trying to open up new

areas to gas. The remaining hurdle has

been the economics but, there are com-

mercial projects that have attractive rates

of return with the right tax incentives

and when viewed as part of a larger

strategy. Chevron and Sasol's GTL plant,

at Escravos in Nigeria, is the enabler for

additional gas processing with associated

liquids production, lubes and an eth-

ylene plant, The project, together with

Shell's rebuilding of the MOS plant in

Bintulu, Malaysia, and projects in Qatar

and elsewhere show that GTL's time is

finally arriving. The viability of gasrto-

liquids will be further enhanced through

incremental improvements and radical

technology breakthroughs.

Opportunities ahead

Companies are looking at all the sec-

tors: Gas transmission, gas distribution,

gas trading, power generation, electric

utilities, even electricity trading. Some

think the opportunities are in owning

the infrastructure, while others see the

preferred role in the merchant banking

function in the energy business, espe

cially trading and providing financial

instruments. Others think the key is in

having the customers and crossrselling

services. Gas and electric utilities facing

the loss of monopoly positions want to

diversify into higher growth, unregur

 

lated businesses like oil and gas, while

oil and gas companies may seek the

earnings stability of a utility business.

One of the companies whose earnings

held up the best in 1998 during the oil

price downturn was Repsol, due to its

stable income from Gas Natural. In any

event, gas and power will be of

growing importance in the portfolios

of many energy companies.

In addition to new risk there will be

new competition. In the minds of many,

the energy business is becoming a com»

modity business whether it's oil or gas

or kilowatts. Oil is unique in that it is so

strategic in nature. Energy is truly fun

damental to the world’s economy. The

Gulf War was a reflection of that

reality. The degree of government

involvement also makes oil a unique

commodity. This is true in both the

overwhelming control of oil resources

by national oil companies and govern

ments as well as in the consuming

nations where oil products are heavily

taxed and regulated. Essentially, the

petroleum industry deals with extreme

risk and with billions of dollars on the

line. It is the basic, fundamental

building block of the world’s economy.

The oil and gas industry provides essen-

tial goods, at the lowest possible cost,

with regular reliability while still

ensuring a cleaner environment. The

industry provides security of supply

even though at the same time we are

required to manage huge political risk.

Public image

The public doesn't always appreciate

what we do and this is part of our

industry's image problem that we need

to work on in the next century. Ours are

global companies that were investing

outside the industrialised companies at

the turn of the last century.

People need to realise that the

energy industry often represents the

largest foreign investment in many

parts of the world and its interests need

to be considered. Oil is the only large

industry whose leverage has not been

all that effective in the political arena. I

am struck that this industry is so strong

technically and financially, yet not as

politically successful or influential as

smaller industries often are. We need to

earn credibility to have our views heard.

Boom and bust

Another concern is the disruptive

volatility of the industry 7 the boom

and bust cycles we have experienced

over the last century. One hope might

be that the new super majors would

use their financial staying power to

keep capital spending steady

throughout the cycle or even to invest

counter-cyclically. Technology can help

smooth out the cycles by lowering

costs. A key challenge for companies in

the commodity business is growth and

there are basically only two avenues to

grow earnings: One is through

increasing volume and the other is

through improved unit efficiencies.

On the volume side we can see the

aggressive production targets that

some companies have announced of

late. On the unit efficiency side we

have the costrcutting targets most firms

announced for 1999 and beyond, as

well as the mergers designed to gen

erate savings through synergies and

economies of scale. The view is that in

the commodity business the lowest cost

producer will be the winner.

End of an era?

In the last century and up to World War

II, coal was king. It was dethroned by

oil, mostly due to transportation fuels,

but also because oil was less polluting

and easier to handle. Coal is still with us

today, but oil is clearly dominant. In the

new century, will the oil age give way

to another source of energy or to new

technologies? Some predict natural gas

will erode oil’s performance. Others say

that technology, fuel cells, telecom-

muting on the Internet or some other

breakthrough will lessen our depen-

dence on hydrocarbons.

Well, the end of the oil era is not here

yet, but changes are afoot and the

industry must be ready to adapt to the

new century and to the transformations

that lie ahead. It will mean showing

more speed and agility. This will be a

challenging environment as we cross

the threshold into the millennium.

I would conclude by saying that this

industry must be at the forefront of

moving into the Knowledge Age.

Successful competitors will be those

that best manage knowledge. I am

proud to be a part of the industry and I

am optimistic about our future in the

coming century. 0
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Ample reserves but poor

prospects for US oil and gas

There are sound reasons for a gloomy prognosis regarding the

domestic US oil and gas industry by the end of another decade —

especially where oil production is concerned — despite the claims of

geologists that there are plentiful US oil and gas reserves yet to be

found and developed. For many of these reserves are located in

offshore and onshore areas currently out of bounds to the industry

for environmental reasons, while others are in remote Arctic

regions where production is not considered commercially viable, at

least in the foreseeable future, writes Judith Gurney.

S proven reserves of oil began

Utheir relentless decline in the

19705, although the discovery of

oil in Alaska partially counteracted this

fall for almost a decade until Alaskan

reserves also began to shrink.

By 1998, proven reserves were esti»

mated to have reached 30.5bn barrels

compared, for instance, to 35.4bn barrels

in 1987. Oil production, which was 10mn

b/d in 1987, was less than Smn b/d in

1998. Proven gas reserves also declined

over this period, but production mostly

held its own and, at times, even increased.

Category

Undiscovered reserves

Proved reserves

Known but not proved reserves

Field growth/reserve appreciation

Total

Despite the historical evidence, the US

Department of the Interior, along with

other forecasters, foresee a neareterm

future of healthy production of oil as

well as of gas from hitherto untapped

US hydrocarbon resources. These optie

mists argue that, given reasonable

future price levels for oil and gas and

continued technological improvements,

new resources will be developed to pro

duce what is needed to meet the con-

sumption levels expected by 2010.

But while the arguments put by geoloA

gists for a healthy US oil and gas industry

Oil Natural gas

(bn barrels) (tn cf)

45.6 268.0

3.2 30.9

1.9 6.2

2.2 32.7

52.9 337.8

   

  

Location Total

(bn barrels)

Alaska OCS 24.3

Atlantic OCS 23

Gulf of Mexico OCS 8.3

Pacific OCS 10.7

Total 45.6

 

  
Location Total

Alaska OCS 125.9

Atlantic OCS 27.5

Gulf of Mexico OCS 95.7

Pacific CICS 18.9

Total 268.0

Undiscovered oil reserves

 

Undiscov:red 9:5 rese

  

 

   

 

Amount Amount

produced produced

at 518Ib at $30Ib

3 .8 1 0.0

0.4 1 .0

4.9 6

5.3 7

14.4 24.0

       

 

  
rves

moun Amount

roduced produced

at g2.11lmn cf at 53.52Imn cf

1 .O 1 .1

   

5.2 11.0

57.9 75.0

8.3 14‘0

724 101.1

Source US Minerals Management Serwco, An Assessment of the Undiscovered Hydrocarbon

Potential of the Nation's Outer Continental shelf, 1996

Table

potential of the US 0C5

 

inerals Management Services (MMS) Assessment — Untapped hydrocarbon

in the coming decade appear to be

soundly based, they downplay the costs

of extracting and getting remote resen/es

to market. In addition, they overlook the

effect of politics on exploration and

development of oil and gas fields.

Environmental concerns over the last few

years have been translated into laws and

regulations which constrain the exploita-

tion of many of the future reserves on

which geological forecasts are based.

Federal government assessments

The official government positron on the

untapped US hydrocarbon resource

base is a combination of a 1996 assess,

ment made by the Minerals

Management Service (MMS) of offshore

OCS (offshore continental shelf)

resources and a 1995 assessment made

by the US Geological Survey (USGS) of

resources onshore and in the offshore

waters controlled by individual states.

Combined, these assessments esti-

mate potential additions of technically

recoverable reserves from undiscovered

fields — reserves which could be pro-

duced using current recovery tech»

nology without reference to economic

profitability r of 83.2bn barrels of oil

(included NGLs), with more than half

located in the OCS, and of 526.7tn cf of

natural gas, again with about half in

the OCS. In addition, they estimate that

reserves will increase as a result of

revised assessments of known fields to

provide an additional 75.6bn barrels of

oil and 354.7tn cf of gas.

Banking on Alaskan oil

In the MMS estimate for untapped OCS

resources, listed in Table 1, Alaskan

waters are said to hold 24.3bn barrels of

conventionally recoverable undiscovr

ered orl reserves, more than half of its

45.6bn barrel OCS total. These Alaskan

reserves are located in the Arctic Ocean,

Bering Shelf and Pacific Margin, with

most in the Beaufort and Chukchi seas

adjacent to the onshore oil provinces of

the North Slope and National

Petroleum Reserve-Alaska. The MMS

suggests that 3.8bn barrels of these

Alaskan orl reserves would come into

play at Oil prices in the range of S18/b

and 10bn barrels at prices around S30/b.

Even these low figures are surprising,

given that current drilling costs for an

exploration well in the Chukchi Sea is

around $2,000/foot, compared with the
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national average of $79/foot.

The MMS estimates that the Pacific

OCS, lying off California, Oregon and

Washington, holds 10.7bn barrels of

undiscovered oil, that the Atlantic 06

along the eastern coast of the US from

Canada to Florida holds 2.3bn barrels, and

that the Gulf of Mexico holds 8.3bn bare

rels, with some of the latter off the

western coast of Florida. Although the

MMS suggests production amounls which

would be commercially attractive in these

areas at different oil price levels, it appar-

ently ignores the fact that the US

Government currently bars companies

from undertaking oil and gas exploration

and production in 266,5mn acres of the

06, including 121.9mn acres off the

Pacific coast, 56.3mn acres off the western

Florida coast in the Gulf of Mexico, and

55.8mn acres off the Atlantic coast.

Some of these areas have been off

limits to oil companies since 1982, and

it is hard to see how they could come

into play in the next decade. The only

auction for OCS leases outside of the

central and western Gulf of Mexico and

Alaska is scheduled for 2001 and

involves only a very small area off the

coast of Florida. Moreover, Florida may

succeed in blocking this sale,

The MMS adds a further 7.3bn barrels

to its untapped oil resources as coming

from proven but not produced reserves,

known but unproved reserves, and

revised estimates of known reserves.

Relying on oil field growth

The USGS estimate of untapped oil

resources, listed in Table 2, includes

37.6bn barrels of undiscovered oil,

including NGLs, onshore and in state

controlled waters (coastal states have

jurisdiction over waters within three

statute miles of their shores, a

boundary extended to 10.4 statute

miles for Texas and Florida). These

undiscovered oil reserves are said to be

mostly in Alaska (26%), the Gulf Coast

(22%) and the Western Interior (20%).

In 1998, the USGS estimated techni-

cally recoverable oil in the Alaskan

National Wildlife Reserve (ANWR) in a

probability range of 4.3bn to 11.8bn

barrels. This places most, if not all, of its

Alaskan oil estimates of undiscovered

oil in ANWR where oil and gas explo-

ration and production is currently for

hidden. Some of this oil may also be

located in the National Petroleum

Reserve in Alaska, most of which is also

forbidden to the oil industry.

The USGS also foresees an additional

73.4bn barrels of oil and NGLs — an

impressive 52% of its total resource

estimate 7 resulting from field growth

(the revision of estimates of known

fields due to improvements in drilling

and completion technology); extended

North America future development
 

 

Category

Undiscovered reserves

Proved reserves

Field growth/reserve appreciation

Sandstones, shales, chalks

Coalbed methane

Total

Location

Alaska

Pacific Coast

Gulf Coast

Central Interior

Western interior

Eastern Interior

Total

Location

Alaska

Pacific Coast

Gulf Coast

Central Interior

Western Interior

Eastern Interior

Total

Oil 8: NGLs Natural gas

(bn barrels) (tn cf)

37.6 258.7

268 135.1

73.4 322.0

42 308.1

0 49.9

142.0 1,073.8

Undiscovered oil reserves

01 Natural gas

 

(bn balrrels) (tn cf)

96 68.4

4.3 12.0

8.3 97.6

5.9 38.3

7.7 31.0

1.8 114

37.6 258.7

Unconventional reserves

Oil Natural gas

 

(bn barrels) (tn cf)

0.1 12.9

1.2 8.7

— 5.0

2.8 229.3

0.1 102.1

4.2 358.0

 

Source' US Geological Survey, 1995 National Assessment of United States Oil and Gas

Resources

ble 5 Geological Survey assessment — Untapped hydrocarbon potential of onshore

d state waters

field boundaries; the discovery of new

pay zones, pools and reservoirs; well

and reservoir stimulation procedures

and enhanced recovery methods.

Estimating future field growth using

sophisticated models based on historical

data assumes that companies will con,

tinue to underestimate new field

reserves for various reasons, regardless

of the fact that more effective finding

and development techniques, especially

seismic technology, have enabled much

more accurate estimates than those

made in the past, It is notable, perhaps,

that the MMS sees revisions of field esti-

mates as accounting for only 4% of

future OCS oil resources.

Enough gas to meet demand?

The US Energy Information

Administration, Gas Research Institute

and Enron have all forecast that, due

mainly to changes in the electricity gen-

erating sector, US gas demand will grow

from an estimated 22m cf in 1998 to

(lose to 30tn cf by 2010, with prices

remaining around the current $2.50/mn

cf level, Even if imports of Canadian gas

increase to 4.7m (fly, the capacity of

existing and planned export pipelines, a

greatly increased US gas production will

 

be needed to meet this higher level of

demand, Current production from

known reserves suggests that there is

very little spare capacity for expansion.

More gas has been reaching customers

lately by optimal use of storage, not

from increased peak deliverability. New,

untapped gas reserves will be needed.

The MMS has modest hopes for

337.8tn cf of new OCS gas, with close to

half of these undiscovered reserves off

the coast of Alaska. lt estimates, how-

ever, that only about 1% of these

Alaskan gas reserves would be pro

duced even if gas prices rose to

$3.521mn cf. Another 17% of MMS

new gas is located in the Atlantic and

Pacific OCS, where, as noted above,

regulations currently prevent exploi

ration and production. The 36% of

MMS new gas said to be in the Gulf of

Mexico is more accessible, although

some reserves are undoubtedly located

off the coast of Florida where opera-

tions may continue to be forbidden.

The USGS estimate of new gas is more

expansive, with a total of 1,073.8tn (f,

with 24% expected to come from new

discoveries and 30% from field growth.

In addition, 33% is expected to be pro‘

duced from unconventional sources,

including sandstones, shales, chalks and
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coalbeds. With regard to conventional

undiscovered gas, some 38% is expected

to come from states along the Gulf

Coast, including the offshore waters

administered by these states, and 26%

from Alaska. Alaskan gas 7 even the

32m cf to 36th cf North Slope reserves

which are available for production — is

not currently considered commercially

viable due to the cost of pipeline con-

struction to bring this gas to southern

Alaska for a LNG project or to connect

with existing Canadian export lines,

Making a guess

The wildcard in the pack for the US oil

and gas industry in 2010 is Alaska. Both

the USGS and MMS estimate that the

largest untapped reserves of conven-

tional, technically recoverable oil and gas

are located here, mostly in the Arctic,

both onshore and offshore. Alaska is also

expected to contain the largest undiscov‘

ered fields in the nation. But the geo—

logic potential of Alaska is qualified by

economic and political constraints.

By 2010, one would hope — and hope is

the operative word 7 to see restrictions

eased for more operations in the Alaskan

National Petroleum Reserve, and perhaps

even some tentative inroads regarding

ANWR. Production from North Slope

satellite fields and the bits of NPR which

have been leased should be sufficient to

keep the TransAlaskan Pipeline System

(TAPS) alive, putting off the day, man-

dated by law, when it must be dismantled

because oil has ceased to fill it. it seems

likely that BP Amoco, in conjunction with

Arco, will have a North Slope gasAto-

liquids plant in operation with produc-

tion moving through the TAPS system.

it also seems likely that plans could be

underway, if not complete, for the con

struction of a second trans-Alaskan

pipeline to carry North Slope and per-

haps other Alaskan gas to a southern

LNG plant. It's worth noting, however,

that Alaskan LNG will be shipped to the

Far East, and thus will not serve to sat-

isfy US gas demand. The alternative, a

gas pipeline to connect with existing

Canadian lines to bring it to the Lower

48 states, could conceivably happen if

this were seen more financially attracA

tive than a LNG programme. Operations

in Alaska will continue to be dominated

by a handful of companies.

The surest scene for activity in 2010 is

the Gulf of Mexico, which will undoubtr

edly still be yielding new discoveries of

both oil and gas in deepwaters and some

in deeper wells on the OCS. Lots of com

panies will be involved and technologies

will have been developed to overcome

such problems as hydrate formation at

great depths and the attachment of

pipelines to floating production vessels

for the export of gas, But the problem of

how to harvest captured gas from frozen

hydrates in deep marine environments

will still be nowhere near resolution.

What then of onshore in the Lower

48? There will still be pickings here for

companies large and small, especially

in the Rocky Mountain area, along the

Gulf Coast, in the Permian Basin of

west Texas and southeast New Mexico

and in the Anadarko Basin of Texas

and Oklahoma. Unconventional plays

will be doing well, especially coalbed

methane.

Hopefully, the faith maintained by the

USGS in field growth as a way of

increasing reserves will turn out to be

well founded, as it can take a long time

for discoveries to be made and devel-

oped. John Grace, in an article published

in the Oil & Gas Journal on 31 March

1997, estimated that at the rates of new

field discoveries from 1976 to 1995, it

would take 615 years to discover the

USCG and MMS estimates of US undisA

covered, conventional, technically recov-

erable oil and 301 years for the gas. 0
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Bleak prospects for European

construction yards

Prospects have improved

little for Europe’s fabricators

over the past year with

many having to adopt novel

strategies in a bid to survive

a project-starved market.

New geographical markets

are being tackled, bids for

work are increasingly being

undertaken on a consortium

basis, and many yards are

having to rely on repair and

maintenance work to tide

them over. Takeovers,

redundancies, mothballing

and yard closures are also

becoming a harsh reality,

reports Kim Jackson.

Current levels of activity in

Europe’s fabrication yards are the

lowest experienced for some

years and there is now a severe overca-

pacity problem. Not only are there are

less projects in the offing, the recent

spate of oil company mergers has con-

tributed to pending projects being

delayed. Operators are also increasingly

pushing contractors to reduce costs on

those construction projects that have

been awarded. In addition, European

yards are having to compete with the

'low cost' yards of eastern Europe and

the more competitive Far East fabrica-

tion sector which is said to be able to

offer up to 50% lower prices than in

Europe in some instances.

Although Oil prices — which bottomed

out at $10/b e have risen to reach SZS/b

in recent months 7 many oil companies

are reluctant to commit any meaningful

capital expenditure because of con-

tinued uncertainty about whether

prices will hold. In the UK, fabricators

also have to contend with the fact that

the strength of the pound makes them

uncompetitive when bidding for over-

 
lntermare Sarda recently completed fabrication of the M20 stabilisation module for

Statoil's Asgard 8 project

seas oil and gas projects.

lain Bell, Chief Executive of the UK‘s

Offshore Contractors Association com-

ments: ’We are facing a UK market

which has steadily fallen from an

average requirement of lOmn manhours

during 19964998, to 6mn in 1999, and

which expem are predicting will be in

the region of 4mn in 2000.’ The yards in

Europe are facing a similar predicament

and it is unlikely that yards are going to

be operating at anywhere near full

capacity for some time to come.

Mothballing and closures

Recent developments in the UK fabricar

tion sector have been particularly dismal.

In November, the Lewis Offshore yard

was put into receivership and serious

doubts were raised about the future of

Barmac which revealed plans to reduce

its 3,700-strong workforce at the Nigg

and Ardersier yards to around 400 by the

end of April 2000 — a decision which will

effectively see the yards placed on a care

and maintenance basis until they win

new business.

in addition, having earlier sold its

Govan yard in Glasgow, Scotland, to

Marconi Electronic systems, Kvaerner

recently stated its intention to mothball

its Teesside yard following completion

of the Triton project and to close its off-

shore facility at Agotnes in NonNay. The

future of its Norwegian yards in

Stavanger and Egersund, and Methil in

the UK, are to ‘be reviewed as available

work declines'. (see page 3).

Earlier in the year Aker Maritime
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THE INSTITUTE

OF PETROLEUM

  

London:

14—17 February

  

Week

2000
IP Week in February is the focal point in Europe each year when leading figures in the oil and gas industry

travel to London for an intensive round of conferences, industry and trade association events, company

meetings and social functions. The Institute’s own programme of events forms the core of these activities.

Monday 14 February

international Conference on Oil and Gas:

An Industry fit for the Millennium?

The last two years have been momentous ones for the

international oil and gas Industry throughout the world.

This major international conference will address the key

issues in the industry today.

Who should attend?

Senior Management in the Oil and Service Industries

Finance Directors, Bankers and Professional Advisers

Policy Makers. Planners and Commentators

Speakers include:

Mark Moody-Stuart

(Orairrnan, Royal Dutdrlsnell Group of

Companies)

Thierry Desmarest (right)

(President-Director General, TOTALFIIIIA)

Rodney Chase

(Deputy Group ChiefExecutive

DPAmoco pk) and

Dr Rilwanu Lukman

(Secretary General of OPEC and

Presidential Adviser on Petroleum and

Energy of ngeria)

   

Wednesday 16 February

The 13d: Oil Price Seminar and Exhibition on

Coping with Oil Price Volatility -

Liquidity in the Pricing Instruments

Organised with the support of -

1999 has been. in many ways. the extreme case of how to

manage price volatility both at low levels (_S10.05 in

February) and high levels ($22.90 in October). This 13th Oil

Wile ' wi .. ‘ a c:- of _

speakers in the industry today and will discuss how dif-

ferent organisations in the international arena have been

managing price risk in this extremely volatile period.

Annual Dinner
The Annual Dinner at the world

famous Grosvenor House Hotel

will be host to 1.500 of the world's

senior oil executives.

Tickets are limited, so early book-

Ing is essential.

   

Pauline Ashhy, :- ' Depa- nstltute -

: o 20 7467 1100 Fax: +44 (0)20 1255 1412 e: pashbyfipeflolermtcoukTel +44( ) or view the IP web page: mpetroleurnxomk

The IP Week 2000 Programme of Events and registration form is available from

the IP Conference Department. To receive your copy contact:

of

Tuesday 15 February

Seminar

Toward5 the

Total Energy Company

Organised in association with

 

   

Seminaron

Bunker_Trad_Ing and

Price RISk

Management

Organised' inassoaatron" with

flrelnmrnatr'onalhrkerhdslry
I . .

Speakers include:

Dr Richard C Ward (right)

Chief Executive, ”’5 London

 

Annual Luncheon

Guest of Honour and Speaker:

Lee Raymond

Chairman and CEO, Exxon Corporation

Thursday 17 February

International Conference on

The Middle East — The Key to

Global Oil Supply

Organisedin asociation with the

Centre forGlobaIEnergyStudies

Any informed opinion today on the future of oil supply

or price must include consideration of the oil, economic

and political outlook for the countries in this complex

and frequently volatile region. This major international

‘ e will “ the key issues.

who should attend?

Senior Management in the oil and Gas Service Industries

Exploration and Development Staff and Professional

Advisers

Policy ' F‘ ‘ "'

Speakers include:

sheikh Vamani (Former Minister of

Petroleum and Mlneral Resources for

Saudi Arabia 1962—1986) _

Dr Ghanimi Fan-I (Member or the .

Board and Director, fl 2;

International Affairs. NIOC) ‘5 “i ’

Steve Ollerearnshaw (right) a

(Managlng Director of Pemleunr ’ "'

Development LLC) A " A

and f
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made redundant 350 out of 1,070

overview

 

workers at its Verdal yard — with more Operator Field' Work Delivery

to follow , while Amec Process and

Ener issued redundanc notices to all SLIM”KINGD M:
. 9y , . y . Amen: Process 8: Energy ,

Its 706 staff at l5 Tyneslde yard, stating Wallsend j

that they would be laid off in the New Shell Expro Shearwater ‘ 10,5007tonnes integrated deck Feb 2000

Year if no new work was found. 38",.“

On a slightly more positive note, the (a) Ardersdier N _

immediate future of Harland & Wolfils PetroCana a (Nemfuiiadlaglda) Two 4,000tonnes compression modules March 2000

yard in Belfast was recently secured {ole Texaco Captain B zoos-tonnes subsea manifold May 2000

lowing Global Marine's agreement to DML ~ ‘ 2507tonnes dock reactor housing February 2000

- ~ - - 0:) Miss

P'ov'de “’0'ka (ap'tal "hat W‘”, allow Elf Elgin 40,000-tonnes TPG 500 PUQ platform March 2000

the yard to complete construction of Consafe

two ultraedeepwater drillshlps and Will (a) Burntisland I d

- - - - ~ BP Grangemouth Kinniel pre—assemb e unit (PAU) Spring 2000

leave It In a positlon m seek out and Win Burlington Millom West l minimum facilities platform Mar 2000

new work. BP Schiehallion PAU end-1999

Redundancies, mothballing and yard (b) Aberdeen

closures are, unfortunately, a harsh reality Bechtel Karachiganak electrical control centre 10-2000

of business today. However, the resulting (Kaza m")

reduction in overall capacity may actually Harland and Wolff l

be in the sedofs long-term interest, Global Marine DP drillships l Bridging contract for design and construction 401999/

‘ of positioned deepwater monohull drillships 102000

_ Heerema Hartlepool

New approach to busmess Shell Shearvvater 2-200 tonnes wellhead deck Feb 2000

The move from 'traditional’ platform, mfg?" 0" and 63‘

driven oil and gas development projects Texaco Captain B Process and utilities platform for

to marginal and deepwater subsea and cap‘a'" expansion May 2000

floater development concepts has necesr ngbirgg" 5""

sitated a change in the way that fabricar Shell Expro Shearwater living quarters and helideck Jan 2000

tors do business, The current trend is UiE

towards one-stopeshop EPIC (engia Ensco Ensco 72 jack-up maintenance Mar 2000

THE NETHERLANDS:

A - Grootint

A loosening Of purse Wintershall Noordzee A6-A deck Aug 2000

strings by operators is Wintershall Noordzee L8»P4 deck Nov 2000

Heerema Havenbedrijf

necessary before we are Wintershall Noordzee , subsea protection structures Dec 1999

' Norsk Hydro Heimdal 5,200-tonnes jacket May 2000

go see any Improvements, \Mntershall Noordzee L87P4 jacket and spacereframe May 2000

in the sector 5 fortunes. "em,“ 5m, 5mm“;

lain Bell, Chief Executive, Allseas MS Lorelay 15D-tonnes stinger extension Jan 2000

Elf Petroland FISA EPIC contract for 3507tonnes compression module May 2000

UK Offshore Contractors

 

Association. mam
Enmmga

Statoil Asgard B moo-tonnes living quarters close to completion,

h'over to Kvarner early 2000

neering, procurement, installation and Eli oflx‘PG/Girassoléggrgcgg fiop-tonngatechiitcal module Dec-{£333

- - - - ouygues ore lying qu ers e enslon

commlsslonlng) contracts, _Wh_'(h means Maersk Maersk Gallant living quarters extension 1H2000

that yards are no longer blddlng directly

for projects but as part of a consortium. ;

Yards are also having to offer a range of Asti ems Espanoles

construction capabilities, including Navion — 105,250-tonnes multi-purpose shuttle tanker July 2000

floating production systems as well as the D”93""s offshore _ b I « ll 00

hybrid platform/floating production SOIU- Saga Snorre B 57,0007tonnes semlsu p a orm hu Oct 20

tions requned for the development of NORWAV:

high pressure/high temperature or heavy Aka, sum!

oil fields. in order to stay competitive. Norsk Hydro oseberg South 14,500»tonnes inte rated deck May 2000

Fabricators are a|50 diver i in 90* Phillips Eldfisk 6,000~tonnes topsi es Late 1999

. . . S fy g g Saga Snorre B 18,700-tonnes topsides for floating May 2001

graphically and Into other industrial secr production um

tors. Emtunga of Spain, for example, Alter Verdal

opened a sales office in Houston, US, last Norsk_ Hydro oseberg South 7,000-tonnes jacket and 4,700»tonnes piles Apr 2000

year in a bid to target new projects in the Statoll Huldra 5,200-tonnes jacket and 2,1007tonnes piles May 2000

Gulf of Mex'co. , h' h "99'9"“ T“"5““?
d I 1 The corknpany W It was Norsk Hydro Heimdal 3,000-tonnes topsides for riser platform Apr 2000

ue to compete wor on a BOO-tonnes and 5004mmes bridge

technical Iburldlng preject for Angola 5 Kvaerner Rosenberg

Girassol field as Petroleum Rewew went Statoil Asgard B 20,000At0nnes semisubmersible platform 302000

to press , also plans to focus on the Leirvik Sveis

African and Caspian markets. It is also Saga Petroleum Snorre B 1,5007tonnes living quarters and helideck Apr 2000

[mowed in the construction of pharma- Statoil Huldra ZBO-tonnes living quarters and helideck 2000

ceutical modularised plants and is cur-

rently building units for delivery to the Current workload at European fabrication yards (continued opposite)
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US, Lithuania, China and Ethiopia.

According to OCA Chief Executive Operator

lain Bell: ’Other areas such as offshore-

related decommissioning work; inspeci

tion, repair and maintenance; industrial

NVMOand marine work; heavy engineering;

and renewable energy projects all have

potential to represent a significant pro-

portion of future business.’

Norsk Hydro

Statoil/Kvaerner

Umoe Haugesund

Stat0i|

Statoil

Future outlook

The preceding paragraphs and the [LA
Interrnare Sarda

 

accompanying table which shows rather Eni/Agip

empty order books after mid72000, paint

a rather gloomy picture of prospects for

this year. However, a number of North
. _ _ BELGIUM:

Sea projects may be in the offing for mg,

2001 and beyond for those yards which

manage to sit tight. These include

Phillips Petroleum‘s Jade and Kate fields,

Kvitebjorn (Statoil), Grane (Norsk

Hydro), Ringhorn (E550), Tambar (BP

Amoco) and Tune (Norsk Hydro),

The fabrication sector, indeed the

Woodside Energy

 

Delivery

Troll Oil 3,80010nnes subsea installations Apr 2000

Stena Don 1,201H0nnes drill package Aug 2000

, midrwater riser buoyanres — 350 tonnes Jan 2000

GulliaksrA modification of ASO-tonnes unit Apr 2001

Adriatic Sea Two 2,6007tonnes jackets and two LOUD-tonnes

‘ wellheads and process decks 202000

Lengendre single point mooring buoy system as part of 2000

(Australia) field’s export system (to be installed in 49 metres

water depth; suitable to moor tankers up to

120,000 dwt)

Current workload at European fabrication yards

whole UK sen/ice and supply chain, is

also waiting to see how things develop

West of Shetland, comments Iain Bell.

’There are large discoveries, such as BP

Amoco’s Clair field and Shell Expro's

Goldeneye. If these were to be devel-

oped sooner rather than later, it would

purse strings by operators is necessary

before we are to see any improvements

in the sector's fortunes.’

According to a recent report from UK

analyst Smith Rea there could be 147

mobile production units (MPUs) ~ ie.

ating worldwide by 2002, rising to 180 in

2005. This implies that there could be

demand for an additional 50 units by

2005, of which it expects 45 to be new-

builds. If such a scenario does happen,

then it is good news for the fabricators.

provide an enormous shot in the arm for

the contracting sector generally.’

However, he stresses that ‘a loosening of

floating, production, storage and The question is, which ones will actually

offloading vessels; tension leg platforms; survive long enough to bid for the work,

floating production systems; and and will they be undercut by their Asian

spar/jackiup production units , oper- competitors? 0
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in the upstream a

artments are highly skilled at

'ng projects against tight

and budgets, but the

' clude the -

in its aI .

A basic question to a ress is the dif

ference between programme manage,

ment and project management , two

processes that are often confused with

each other. One way to look at this is

to use the analogy of space explo-

ration, which has the end goal of iden-

tifying new areas of space to colonise.

The space programme is the overall

process of achieving that goal, and it

will have a number of projects within

it, such as building a space shuttle.

In iT, there may be an overall pro-

gramme to introduce e-commerce, and

this will include individual projects that

must be addressed and managed sepa

rately. A project, such as building a new

oil rig or implementing a new system,

will be unique. It will have a beginning

and an end, and it will concern dif-

ferent stakeholders. By contrast, a pro-

gramme will run continuously until the

business benefits are realised.

It is at this very basic level that many

projects fail — through poor definition.

When a programme is confused with a

project, timescales are ven/ difficult to

set, and aims and objectives impossible

to define. A successful project will have

most of the definition work done at the

earliest stages, rather than at a late stage

where fire-fighting needs to be done

just to keep the project on track.

The first step must be to appoint an

effective project manager. Critical to

the success of any project, the good

project manager will have a mixture of

personal skills, and be a hybrid coun-

sellor, technologist and analyst. He or

she must have the authority and the

confidence to negotiate With all pro

ject stakeholders, and be able to pri-

t when implementing

stems is a significant

n all—time high

oil industries,

-5 means that any

lied and cost-

oritise and re-prioritise tasks within

the project.

esh approach

important point is that successful

-ct management is no longer about

taining a ‘command and control’

re that is dominated by an auto»

. ic and unsympathetic project man-

ager. Instead, it is about negotiation

and understanding individual problems

and objections. Project management

requires a fresh approach that is both

firm and fair to everyone involved.

One of the most delicate parts of this

process is identifying who the stake

holders are, and who has power and

influence over a project. If there is resis-

tance to changes introduced as a result

of the project, and these are holding

back progress, then the project manager

must be able to escalate discussions and

negotiations to those who have power

and influence 7 only when all other

attempts at negotiation have failed.

It is worth remembering that the

larger the project, the larger the numr

bers of stakeholders that are likely to be

involved. It is also why it is relatively

easy to keep a smaller project on track,

and why very large projects involving

several interested parties (with their

own agendas), can fail. If everyone is

not working in the same direction, a

project can easily fail.

The typical steps that today's project

manager needs to follow when there

are hold-ups in the project are:

0 Identify the problems and flag them to

the project team as soon as possible.

0 Identify the stakeholders who are

involved in the problem (which could

be a missed deadline, failure of indi-

viduals to deliver information when

required, or supplier problems).

0 Find out whether the people causing

the holdup have bought in to the

project and understand its aims and

objectives. Explain those aims and

objectives if necessary, so that require,

ments for information are put into

. a for the 215t Century

the context of commercial success.

if there is still resistance, listen to indi»

viduals' objections and solve prob-

lems where possible. Involve other

stakeholders who have bought in to

the project, and who can persuade

colleagues to cooperate.

0 If all else fails, escalate the problem

to senior management and explain

the financial and other risks associ-

ated with missing project deadlines.

0 Build risk factors that still remain

into the project management plan.

Risk management

Another area that a project manager must

be prepared to deal with is change and

risk management An IT project is dif

ferent to construction and engineering

projects, in that the work involved in the

IT project stages does not necessarily have

to be completed in a specific order.

Building a house, for example, requires

the foundations to be built, followed by

the walls and then the roof. Implementing

an IT project may involve a number of

tasks which can be carried out in parallel,

This introduces a level of complexity

that must be managed carefully. The pro-

ject manager needs to be able to under-

stand the impact of change and the risks

that are involved in not completing cere

tain tasks on time and to budget. For

example, the business stakeholders may

decide thatthey need additional function-

ality from a system. The project manager

needs to be able to consider the impact of

that additional functionality in terms of

cost and timescales, and work with the

rest of the organisation to decide whether

it should be included or not.

Without that tight control, many pror

jects drift into trouble 7 and different

parties begin to blame each other for

failure, Again, it is vital for the project

manager to work hard at this point to

ensure everyone is clear about the

progress on a project, and to involve

relevant stakeholders when necessary.

User training

Another important part of the project

planning process is ensuring that user

training and acceptance is built into sched-

ules from the beginning of the project.

Some of the best run projects can fail at

the last moment because training needs

to be added on to the end of the process.

or because the team does not secure

acceptance for system design early on.

Project managers can use a number of

tools to support these activities. These

include project management applications,
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such as Microsoft Project and Primavera,

and risk management tools, such as @risk

and Predict! The point to make here is

that while applications of this kind help to

focus and marshal thoughts, they are still

no substitute for experience, common

sense and careful planning

Another group of support tools

includes methodologies, such as

PRINCEZ and CMG'S Commander

methodology, which has been devel~

oped specifically to ensure that all areas

of IT projects are managed effectively,

and that no processes are left to chance.

It is important to remember that

applications and methodologies do not

take account of some of the softer skills

involved in project management.

However, they may be adapted to

include some of the stages that project

managers need to go through when

identifying and managing risk.

Critical Chain Method

A new approach to project scheduling

is the Critical Chain Method, devel-

oped by Dr E M Goldratt. This covers

the management of single projects

from the perspective of managing

variability in the duration of those

projects, and on limiting the varir

ability’s impact on a team and its cus—

tomers out in the business.

Risk management workshops are

used to allow prOject managers to

work through the effects of risk on

project costs and timerscales with

stakeholders, Project support offices

provide a central resource of informa-

tion and advice on projects They will

also manage risk registers and schedr

ules, and provide staff who can mentor

stakeholders and communicate infor-

mation to and from the business,

The project manager’s role is just as

important at the close of the project as it

is at the beginning. A project manager

must be responsible for checking that

user acceptance criteria — identified in

the testing and training sessions , are

met by the new system, If they have not,

then the project manager needs to work

with stakeholders to either extend the

life and costs of the preject, or agree to

sign the system off as it is.

Third-party option

An option for organisations who are

concerned about identifying project

management skills within the company

is to work with a third party like CMG,

which can provide highly experienced

project managers. The advantage of

followmg this strategy is that a third

party can take a dispassionate view of

prOjects, and will have no ’hidden

agendas’ when working through pror

ject and risk management strategies

A popular view of lT project manage-

ment is that it is a technical role played by

technical specialists, But to be truly effec-

tive, project managers have to under-

stand human factors, fears and doubts as

well as the capabilities of technology.

Above all, they must be prepared to

lead from the front and ensure that every-

body's best interests are met — from the

endruser to the managing director, and

from the IT manager to the manage

ment accountant.

 

extranets

 

Worldwide extranet solution for Sable

The Sable Offshore Energy Project (SOEP) has created an extranet for

its global project management system using Salvo®, Simware's

Enterprise-to-Extranet SolutionTM. Salvo, an application development

platform, enables the exchange of critical business information

between project member companies from multiple data sources via

the Internet. Nick Andrews of NetManage's e-Solutions Group,

formerly Simware, explains why this system was chosen.

OEP is a multivnational alliance of

SMobil Oil Canada Properties, Shell

Canada, Imperial Oil Resources

and Nova Scotia Resources 4 together

With seven major international cone

tracting companies with office locations

in Halifax (Nova Scotia), Calgary

(Alberta), Houston (Texas) and Teesside

(UK) 7 formed to provide the facilities

for delivering gas from the reservoirs

around Sable island, Nova Scotia. One

Of the alliance’s challenges was to

develop a system where the global party

ners, independent of their platform,

could interact with data to more effec-

tively administer this immense project

and meet critical deadlines,

The Salvo solution enables SOEP

PETROLEUM REVIEW JANUARY 2000 7F

members to share data via a Web

browser, synchronise the information

requested from disparate sources

residing on various platforms, and p71?

sent dynamic Webrbased business appli-

cations in realtime. Partners are able to

manage, update and disseminate inforr

mation regardless of time or location, in

a flexible and easy way.

Prior to the deployment of Salvo,

AGRA MonenCOABrown & Root 7 the

companies jointly responsible for overall

project management 7 relied on sepa-

rate servers at two locations to maintain

information Relying on telephone links

or physical back-up disks meant updates

to the information at each location only

took place once per week,

’Creating an alliance approach allows

the contribution of all team members to

be valued, shared and above all single

focused,’ said Ray Harker, Technical

Support and Quality Manager at SOEP

(Brown & Root)

'With Salvo, our contribution dramati-

cally increased the effectiveness of the

Alliance, allowing members to create

and share information in a truly interna-

tional environment As a team member

with the Information Management

Group, we delivered a solution with a

commitment to support the SOEP/

Alliance breakthroughs in cost reduction

initiatives.’

‘This project is a prime example of how

vital timely information sharing can be to

the success of a business or, in this case, a

global project,’ said David Desjardins,

Simware’s Vice President, Solutions

Group. 'Salvo enabled the SOEP team to

function more effectively in a very short

time without the frustration often associ»

ated with extending corporate informa

tion out to multiple end-users with a

variety of existing systems in place.’ 0

For more information, connect to

www.netmanage.com or contact Nick

Andrews on Tel: +44 (0)1344 869500.

  



 

 

 
 

 

  

  

Powerin

up e-business
Agility is the key to

e-business. Though

countless Internet-based

start-ups are emerging

daily, the pace of change in

e-commerce is particularly

challenging for larger

organisations, such as the

oil and gas industry majors

and their suppliers, which

still lag far behind the

financial and retail sectors,

reports Brian Davis.

ccording to a recent survey of

A2,500 European organisations by

UK consultant the Bathwick

Group: 'On average it takes 14 weeks

for a start-up organisation to set up and

start trading over the Web. This com-

pares with an average of 38 weeks for a

large, established organisation to make

a serious business change decision, let

alone start an e»business initiative.’

Tim Burnett, Head of Energy, UK

Consulting Services for Oracle

Corporation UK, says that large organir

sations are anxious to be faster and

more flexible, ‘but face difficulties

because of complex structure and deci-

sion-making processes'. He suggests

that it often makes sense for large

organisations to pace themselves and

create separate bits of infrastructure for

evbusiness applications.

Project synergy

Over the years the oil and gas industry

has struggled to get joint industry agree,

ment on data definition. Oracle has been

involved in an initiative with a number

of parties, including Chevron, Statoil,

PrismTech and the Petrotechnical Open

Software Corporation (POSC), called

Project Synergy. Project Synergy will

allow E&P corventure partners and

newly merged companies to share disr

parate data and monitor asset perfor-

mance via the Internet. Studies show
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that exploration and production costs

could be reduced by 25% with efficient

information sharing.

Integrating the new e-business systems

with legacy systems of corporate data is a

particular challenge. New tools are being

developed by Oracle and others to enable

easier and more flexible integration.

These integration tools have evolved Sig,

nificantly recently using systems such as

message oriented middleware, i.e. soft

ware which allows applications to come

municate via the Internet without the

need for special coding.

Oracle’s Burnett explains: ’Creating

special interfaces for enterprise-wide

applications previously carried a high

overhead, and maintenance was a sig

nificant expense.’ The Meta Group esti-

mated that 40% of the implementation

cost of an enterprise resource planning

(ERP) package in an organisation is

spent on integration. According to a

report by Forrester Research: ’A major

insurance company spent 50% of the IT

budget on interfacing.’ Faced with fig,

ures like these, new simpler and more

cost-effective integration tools are

especially welcome.

Creation of a website that provides a

transparent view throughout the

supply chain demands building a special

online portal which links suppliers and

customers with the organisation's

internal community. Though there may

be specific IT functionality and integra-

tion within an organisation, there are a

Wide variety of interfaces at the front»

end where data has to be fed back to

the corporation’s main systems. Data

can cover anything from parts replace»

ment on offshore platforms or

refineries, to petrol purchases at fore-

courts across the globe.

continued on p26...
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continued from p24

Teamwork, an asset

Oracle (www.0racle.com) recently

teamed up with IT service supplier EDS

(www.eds.com) and PrismTech

(www.prismtechnologies.com) to

provide a comprehensive, Web-enabled

data management product to monitor

facility assets for procurement and

replacement in the process industries.

The joint package, called e—Asset, inte-

grates and manages information

throughout an asset's life-cycle, from

the design and construction of a facility

such as an oil platform, refinery or

storage terminal through to decommis—

sioning. e-Asset incorporates tech-

nology developed jointly with Chevron,

Statoil and others in Project Synergy.

Creation of the e-Asset system has

been stimulated by recognition of the

enormous volume of information

which is stored during the life of any

major facility, often in a combination of

paper and electronic storage. The

process industries have long suffered

the expense, inconvenience and time

constraints caused by incompatible

data for a given asset. For example,

Nobel/Akzo estimated that project

teams spend 30% to 60% of their time

searching for information, most of

which is avoidable by data integration

The eAsset system is due for launch in

the first half of 2000, and will include an

electronic business IT infrastructure, stan—

dard»based data management, applica

tion integration and business process and

performance management throughout

the life-cycle of the facility asset. e-Asset

will incorporate PrismTech's OpenBaseT

standards-based technical and business

datastore, with Oracle’s Project Synergy

product set for database handling and

Internet architecture. The e-Asset system

also takes into account industry stan

dards including ISO 15926, AP 221,

POSC/Caesar and Epistle.

New community

Within the oil industry information is not

simply engineering or finance related,

but also covers areas like seismics, where

data definition is also complex and chale

lenging. Aberdeenebased geophysical

company Granite Rock (www.9ranite-

rock.co.uk) which specialises in seismic

interpretation, is developing a new

Internet-based community to share geo-

science expertise. As Managing Director

Stephen Birrell explains: ’Most major oil

companies have been setting up knowl-

edge networks on their intranets to dis-

tribute tacit, strategic knowledge on

drilling, subsurface and production tech-

nology. When problems arise using geoe

physical software people tend to refer to

experts within the organisation or the

vendor, but the amount of information

available may be limited, so a virtual user

community is being created online for

reference purposes.’

Granite Rock is to start a pilot

Internet-based knowledge network in

January to provide geoscience software

support. The database will be seeded

with information on leading geo—

science software packages, such as

Landmark and Schlumberger's

Geoquest, along with detail describing

how the software works and where

problems arise. 'The virtual community

puts the emphasis on sharing user

expertise, rather than the vendor,

linking the user community through

the Internet,’ says Birrell.

Granite Rock will act as moderator

for the geoscience community, The hub

of the system will be a piece of knowl-

edge software called Organic, supplied

by Edinburgh»based Orbital Software.

Oracle is working with Granite Rock to

create the Web infrastructure, and is

supplying the back office Oracle

Financials suite, so any transactions

made over the Web will pass directly

into Granite Rock‘s sales ledger.

Safety initiatives

Another Web—linked initiative called

Vantage was introduced recently to track

the histories, competency and training

experience of oil and gas industry

workers offshore, following cross-

industry concerns about offshore per-

sonnel holding the right qualifications

and safety training. Vantage is a central

database administered by the Offshore

Petroleum Industry Training Organisation

(OPITO) on www.0pito.com, and is

linked to operator personnel tracking syse

terns with a smart card for each indi-

vidual. Oracle is building the Vantage

database working with smart card devel-

oper CIS, based in Aberdeen, who sup-

plied the Oracleebased logistics system.

In a further safety initiative, an

online service has been set up at

www.bawor|d.com to provide global

information for users of breathing

apparatus, targeted at key areas

including the oil and gas industries. BA

Worldwide has installed IET’s

ClickTroubleshoot software on its web

site to enable subscribers to get instant

advice on repairs online, for six leading

manufacturers of breathing apparatus.

By logging on to www.baworld.com

users can access instructions on how to

carry out repairs themselves from the

CIickTroubleshoot service, The service is

powered by Techmate software, British

Gas is also using ClickTroubleshoot as

an online diagnostics tool for advice

about its appliances.

Mail-sort

With more and more people coming

online every day, major corporations are

finding themselves flooded with e-

mails. Delayed and inaccurate responses

cause tremendous frustration and lose

custom. Fortunately new techniques are

being developed to handle electronic

enquiries more effectively. US-based

company Kana Communications

(www.kana.com) has installed special

software to manage the ’Tell Shell' cus-

tomer campaign, which enables cus-

tomers to receive personal and timely

responses to their online questions.

Shell plans to integrate the system with

other business infrastructure systems to

optimise customer service.

Simon May, Group Internet Manager

of Shell International, says: 'Since

launching on the Web, our policy has

been to be as open and transparent as

possible. This includes communication

with our online customers, where e—mail

is a very important element of our inter—

action.’ The Kana system helps keep this

channel of communication as open and

rapid as possible, by categorising e-mail

as they arrive, recognising questions and

creating an appropriate response using

a template.

As Andy Makeham, Marketing

Manager of ERP supplier Kewill Systems

(www.kewi|l.com) recently quipped:

’Within a few years, if your not an e-busi-

ness then you'll be an exbusiness.’ O

 

Oil and gas information online

www.petroleum.co.uk

 

 

PETROLEUM REVlEW JANUARY 2000



 

Driving

forces for

motorway

forecourt

design

Andrew Morris, Director

of JWA Architects,

reviews the main trends

in motorway service

station development

over the past decade.

He shows how their

design is increasingly

moving away from the

'traditional’ oil company

branded-style site

towards the creation of

a unified aesthetic for

the whole motorway

service area.

Above: Motorway forecourt of the

future? JWA created this ultrarmodern

concept for Granada, which gives the

|(an‘opy and building structure a lighter

00

located within a motorway service area

(MSA) was often the poor relation in

the overall scheme of development of the

MSA facility. For example, in many

instances, little thought was given to the

slip road leading to the forecourt, which

could involve complicated routes with

many junctions and require vehicles to

merge with articulated lorry traffic in the

process. In addition, the positioningof

the forecourt within the site often did not

allow the motorist to return to the MSA‘s

main car parking area in order to access

the facilities of the amenity building.

The development and design of fore-

courts within MSAs has followed the

trend of most trunk road sites which, in

turn, has often followed the trend of

market forces. The most prominent of

these has been the expansion of retail

sales within the forecourt shop, where,

like the main supermarket chains, oil com-

panies have strived to impose a strong

brand image on this sector of the market.

Market Harborough-based JWA

Architects’ first involvement in the

design and redevelopment of a

motorway forecourt was at Toddington

on the M1 motorway in 1987. The prin

ciples behind forecourt design at this

time were often led by space constraints

and the limited volume of traffic on the

motorways at this point in time. Sites

such as this do not allow for the easy

free-flow nature of traffic required in a

modern fuel forecourt. indeed, in the

case of Toddington, because future

expansion of the forecourt was not a cri

teria, the site is often subject to traffic

congestion at busy periods.

In the past, the fuel filling forecourt

Expansion and approvals

Current desrgn of forecourts now incor»

porates the future provision of extra

islands, together with the necessary

traffic circulation space which this

requires, The UK Highways Agency insists

 

on traffic expansion zones for the main

parking areas as a pre-requisite of plan—

ning approval based upon (a) the antici-

pated traffic turn—in rates on the day of

opening, and (b) predicted rates in 15

years’ time. This has given rise to similar

expansion planning for the fuel fore-

courts, as developers and operators try to

assess future forecourt requirements.

Gaining planning approval for a MSA

has become more difficult as time has

elapsed. In the early development of the

UK motorway network, the Highways

Agency (or the Department of Transport

as it was then known) selected its pre-

ferred sites 7 a factor which obviously

eased the planning process. However,

during the late 19805 and early 19905,

this process was deregulated, allowing

developers to select their own preferred

site locations. Many of the chosen sites

were in green belt areas, which led to

planning difficulties and objections

from local residents.

The time period involved in gaining a

planning approval could be determined

by the willingness of the developer to

compromise certain design aspects in

order to reduce the forecourt’s impact

on the environment and its visibility to

the surrounding area. As regulations

were still very strict regarding the pro

liferation of signage on the motorway,

often the only indication to the

motorist that a new service area had

been built was that of the standard

advanced warning signs.

The planning process was also influ-

enced to a large extent by the approvals

required for the access and egress

arrangements As safety for the motorway

user is paramount, gaining technical

approval for such arrangements often

took longer than gaining the actual plan»

ning authority approval for the site itself.

Over the years, the ability to select an

appropriate site location has become

more difficult, with the actual number

of desirable locations decreasrng and
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the number of local planning authority

objections questioning the actual need

for a MSA rising.

Initial expectations

Early motorway forecourts like

Toddington only required the forecourt

shop to be used as a payment point and

stockist of minor car accessories. The prin-

ciple was that the customer would always

utilise the main MSA amenity building for

toilet facilities and refreshments.

Again, this has led to problems

regarding future site development as

space limitations do not allow the fore-

court shops to be expanded as

required. The designed area of the

forecourt shop at Toddington, for

example, totalled just 90 sq metres —

half that of some more modern sites.

Obsolete functions

One final trend which appeared in the

early development of motorway fore»

courts was the inclusion of an accident

and repair garage twinned with the

forecourt, This often led the aesthetic

design of the forecourts to be dysfunc-

tional and the extent of metal road

surfaces being excessive.

Planning authorities now often

require landscaping belts on the

periphery of sites to be included in order

to mask such features. The increase in

motorway regulations and expansion of

breakdown organisations such as the

RAC and AA have now virtually elimi

nated this aspect of MSA design.

Flexible approach

A progression from the Toddington

outlet design was Warwick MSA, which

was opened in 1994. This twin site was

developed by Welcome Break in con-

junction with Mobil Oil, which subse-

quently became part of the BP Mobil

fuels retailing alliance. This site was a

newbuild project and allowed more flexa

ibility in design. The car and light van

forecourt consisted of 10 islands with all

fuel grades being available on each

island. The storage capacity for fuel

totalled 600,000 litres, which provided

more than adequate capacity during the

busiest of periods. The layout and circu-

lation space adjacent to the forecourt

also allows for future expansion of the

forecourt should it be necessary.

Following the trend of Mobil Oil’s

parent company in the US, a pressurised

flexible fuel pipework system was used

for the fuel lines. Such a system allows

switching between fuel grades and

easy replacement of a fuel grade

should it become less popular. Greater

scope for easier site maintenance was

also introduced, allowing the site to

Figure 1: Oxford MSA forecourt on M40 motonNay

remain operational during mainte

nance and repair works,

The forecourt shop had also evolved

from the early days, in that there was a

bigger emphasis on retail merchan-

dising that was not connected with car

accessories. The design of the Warwick

forecourt shop incorporates full height

glazing to allow the maximum visual

impact of the merchandise from the

forecourt, also facilitating panoramic

views to the forecourt from the point

of sale kiosk, The benefits of this pro,

gression was to give the retail space a

fresh outlook, encouraging the cus

tomer to spend more time and money

within a retail environment. The total

area of the sales building is 325 sq

metre, of which 145 sq metres is dedi-

cated to retail space.

Further developments to the

motorway fuel forecourt design are

illustrated by the Reading MSA on the

M4 motorway and the Stafford MSA on

the M6 motorway, which both opened

in 1995. These sites enhanced the

progress made within the oil industry

with the emphasis increasingly focusing

on retail sales promotion. The Reading

site has a 325 sq metre sales building, of

which 145 sq metres is dedicated retail

space, while Stafford has a 380 sq

metres sales building of which 175 sq

metres is retail space.

Both the sites were originally devel-

oped by Granada in conjunction with

Mobil Oil. They are similar in layout,

each containing 10 car and light van dis,

penser islands. The number of derv facile

ities has increased since the early days of

MSA forecourt design - Stafford is

equipped with four derv island facilities,

and Reading three , partly as a result of

the increased volume of freight con»

veyed on today's motorway network.

Oil company dictates

The architecture of the forecourt

canopy and sales buildings was initially

dictated by the application of corporate

standards and finishes where possible.

Some planning authorities, particularly

during the 19805, were starting to insist

 

on the use of local materials to clad

buildings, along with incorporating

pitched roofs to the buildings and

sometimes even the canopies.

However, generally speaking, the

amenity and forecourt buildings did

not relate to each other architecr

turally and the planning authorities

were usually more interested in the

design of the amenity building rather

than the forecourt.

Radical departures

The Oxford Services on the M40

motorway (see Figure 1), which

opened in July 1998, differed from pre

vious JWA design projects in that it was

not a site which utilised a dedicated slip

road off the motorway, but was posir

tioned off a motorway junction which

allowed commuter traffic from the

trunk road network to utilise the fore»

court as well.

The design of the amenity building

on this site was a particularly radical

departure from previous designs. It was

proposed that the architecture of the

forecourt canopy and sales building

should reflect the design approach

taken at the main MSA amenity

building, with the same facing materials

used and the same curved profile roof

incorporated. Exposed steel structural

trees were used to support the fore-

court canopy, which reduced the edge

profile and omitted the need for bulky

fascias. A large forecourt shop was also

incorporated with the ratio of retail

space being increased while reducing

storage areas so that products are

’stored’ on the shop shelf. Staff facilities

were concentrated within the main

amenity building, reducing the overall

capital cost of construction work. The

MSA site itself is heavily landscaped

with much use of water (a canal and

waterfall), in order to create a relaxing

atmosphere and 'transport' motorists

from the traffic laden environment in

which they have been travelling. This,

in turn, helps encourage them to

linger Cin’Slte and purchase more

refreshments and goods.
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Following on from Oxford, Hopwood

Park Services on the M42 motorway

opened in July 1999 (see Figure 2).

Again a similar approach was taken

With the architecture of the main

amenity building following through in

the design of the forecourt shop and

canopy. Large areas of the canopy roof

were glazed to maximise daylight onto

the forecourt level to improve the gen-

eral visual amenity. The shop itself

again maximised the retail space, but

also incorporated catering facilities to

provide a ’one-stop-shop’ for motorists.

Both the Oxford and Hopwood Park

MSAs have been designed with future

possible expansion in mind. The

Hopwood Park forecourt was built to

allow for LPG fuelling which we expect

will soon become a common feature on

all fuel forecourts.

The road ahead

The process of giving the customer all

of the facilities available in the amenity

building within the forecourt shop ,

giving the customer a quality of a

 

Figure 2: Hopwood Park Services on M42 motorway

product and service equal to that of the

amenity building — is now becoming a

common feature within motorway ser-

vice station design.

As the number of MSAs increase,

there will be continued effort to reduce

the capital cost of construction works.

We expect the developing trend to be

for new sites which combine the

amenity building and the forecourt

building into a single unit. These com-

bined buildings will generally be of a

smaller scale, but would contain all

facilities under one roof, and will be

linked to both the general parking

areas and the fuel forecourt area. Not

only will this involve a reduction in the

building cost, but also a dramatic

reduction in infrastructure costs for

road networks and services.

 

 

  
C New Publication 9

  
  

THE INSTITUTE

OF PETROLEUMIPQP

New Technical Guidance for Safer Petrol Filling Stations

Petrol is a dangerous and highly polluting substance which requires proper storage and

handling if it is not to pose significant risks to the health and safety of people, and to

the environment. This is particularly important at petrol filling stations, where the gen

eral public serve themselves. New technical guidance is now available which sets out

how to avoid damage and pollution by following good design, construction and instal-

lation principles, and by taking advantage of the latest advances in technology.

Guidance for the design, construction, modification and maintenance ofpetrol filling

stations published jointly by the Association for Petroleum and Explosives

Administration and the Institute of Petroleum. The guidance has been compiled by

Working groups of experts co-operating under the auspices of a technical coordinating

body comprising representatives from all relevant areas of industry and enforcement.

This technical coordinating body was established following a request from the Health

and Safety Executive to develop a replacement for the outdated guidance HS(G)41.

The new guidance, which should be read in conjunction with the HSE guidance note

on risk assessment: HS(G)146, is based on good practice and reflects the latest state of

knowledge in the industry. It is designed to protect people and the environment from

harm.

The guidance has been reviewed by both the Health and Safety Executive and the Environment Agency. Nick Starling

of HSE‘s Nuclear and Hazardous Installations Policy Division said, ’HSE is pleased to see the new guidance. It will be

useful for the industry as we work towards introducing new petroleum legislation as part of the process of imp/6A

menting the Chemical Agents Directive in 2007 ’ Phil Chatfield for the Environment Agency commented: ’This long

awaited guidance provides essential advice for the industry which will go a long way towards helping to reduce the

risk of pollution from retail sites. It will also be an indispensable source of reference for our staff when dealing With

such sites,’

Guidance for the de5ign, construction, modification and maintenance of petrol filling stations (over 200 pages) is

specifically aimed at designers, contractors and installers but will also be invaluable to enforcement authorities, devel-

Opers, owners and planners of petrol filling stations.

  

ISBN 0 85293 217 0 Special discounts apply for IP and APEA Members — enquire when ordering

Available for sale from Portland Press Ltd at a cost of £90.00 inc. postage in Europe (outside

Europe add £5.00). Contact Portland Press Ltd, Commerce Way, Whitehall Industrial Estate,

Colchester C02 8HP. UK.

Tel: +44 (0)1206 796 351 Fax: +44 (0)1206 799 331 e: sales@portlandpress.com   
PETROLEUM REVIEW JANUARY 2000 a  



 

oil price

 

Forties blend — an

heir apparent to

Brent still in

I I

wamng

Since Brent System crude oil

emerged as the North Sea

market leader in the early

19805, the price of Brent has

remained king in interna-

tional oil price formation.

However, as we enter the

millennium, the Brent suite

of contracts faces new

challenges to this role. The

Brent markets have seen off

pretenders to the throne in

the past — notably Forties

and Gseberg — but the

current extent of trader

disenchantment means that

a new challenge which is

now emerging from Forties

should at least be taken

seriously, writes Liz Boss/ey,

former Head of Marketing

for Enterprise Oi|.*

rent production over the 19905

Bhas been declining and it is

expected to fall to less than one

cargo per day over the next two years.

At the same time, production of Forties

Blend has risen , overtaking Brent

Blend production in 1994 — a situation

which is forecast to persist beyond 2005

(see Figure 1).

Predictions of the imminent ousting of

the Brent market by Forties in the mid

19905 proved groundless, with the extent

of the inertia and resistance to change of

the Brent players having been underesti-

mated. But at that time, the Brent

market was functioning more or less sat-

isfactorily, despite perpetual grumbling

from traders finding themselves on the

wrong end of the infamous ‘15»Day

squeezes‘. The old adage ‘lf it ain’t broke,

don't fix it’ proved true of Brent.

However, the less liquid any market is,

the more it lays itself open to accuse,

tions of manipulation by the dominant

players. Although lSADay Brent may

have cleaned up its act on overt

squeezes, wariness about the reliability

of Dated Brent and CFO (contract for

difference) quotes is growing. Could it

be that Brent is heading for ’broke’ and

is in need of ’fixing' or even replacing?

It is not only physical Brent activity

which has been on a decreasing trend ,

157Day Brent transactions have fallen

over the 19905 too (see Figure 2),

offsetting this is the fact that OTC (over

the counter) Brent and Brent futures

volumes have been increasmg exponen-

tially. But these ‘paper’ contracts are

linked directly to the dated and 15-Day

contract prices, so their ability to thrive

is contingent on the survival of the

dated and forward contracts. On the

other hand, it should be remembered

that the OTC and futures markets are

cash settled so, all else being equal,

they could continue to grow despite the

erosion on the Brent physical founda-

tion of these markets. The cash settle-

ment mechanism can lead to

complacency about the reliability of

Brent market price quotations. So long

as the prices get reported, the paper

markets can continue to trade on

regardless, until a crunch point comes.

It is most likely that the dwindling

volume on physical and 15»Day will con-

tinue indefinitely until an unforeseen

event forces a change on the market

and a sudden switch to a new contract.

A number of things could happen to

change this scenario. The likely possibilie

ties are:

New fields will join Brent Blend.

Suilom Voe terminal and Flotta

Terminal are competing fiercely to cap-

ture throughput from the West of

Shetland fields. Although Schiehallion

is not blended with the fields feeding

Brent Blend, there is no reason that

future fields could not join Brent. This

could give Brent a new lease of life,

Equally likely is that fields currently

under consideration for development

through offshore loading systems or

declining fields which are currently off-

shore loaded, will take a fresh look at

pipeline alternatives, given that the

price of offshorevloaders has been hit

hard by a glut of offshore grades in the

limited North West European market.

Again this would help Brent survive

well into the next millennium.

 

— Brent — Forties

 

   
1987 1991 1995 1999 2003

Year

Figure 1: Brent blend and Forties blend production
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Figure 2: 15 day Brent transactions

The fact that so many producing

countries have written Brent Blend

into their sales contracts, production

sharing contracts and oil taxation fora

mulae, means that a baseload

hedging volume is likely to persist

regardless of the extent to which

Brent price quotations are subject to

unusual trading influences. Rumours

abound that some of the Opec counr

tries are becoming impatient with the

results which Brent formulae throw

up and the Norwegian authorities are

known to be reviewing the process by

which they set their norm prices. if

the producing countries abandon

Brent, they will take a large propor-

tion of the remaining Brent trade

with them.

The regulatory authorities have

been somewhat laissez faire with

Brent since its size makes it a closed

shop for consenting adults. However

any overt accusation of market manip—

ulation by a player on the wrong side

of a deal could attract the authorities’

attention and kill volume overnight.

This would be particularly so of the

conservative American banks who

dominate the OTC market. Such com-

panies would take investigation of the

markets or indexes in which they are

involved very seriously.

Any prolonged force ma/eure event

at Sullom Voe, such as was experienced

when Cormorant A went down, is more

likely to switch volume away from

Brent than was the case before, While

the wet and 15-Day players would

scramble to fulfil contracts and avoid

termination, the OTC players are more

likely under their ISDA (International

Delivery Month

Swaps and Derivatives Association)

contracts to switch to another method

of price calculation. Once this volume

has switched, it is unlikely to switch

back and this is the fastest growing

area of trade.

All of this presupposes that an alter-

native to Brent exists. The Forties

market has been waiting impatiently as

heir apparent to Brent's throne for

some years

18-Day Forties

While Brent Blend production has been

declining, that of Forties Blend has been

steadily increasing as new fields have

come onstream and the facilities of the

Forties Pipeline System have been

upgraded to handle 1,150,000 b/d,

Like Brent Blend, Forties Blend has no

quality or handling problems and there

are about 20 regular buyers of the

physical cargoes. Unlike Brent, Forties is

considered to be dominated by one

player — BP Amoco » who is the biggest

equity producer, pipeline operator, ter~

minal operator, shipping coordinator

and biggest refiner of the grade (the

Grangemouth refinery sits at the end of

the Forties pipeline and runs almost

exclusively on a diet of Forties Blend).

Nevertheless a forward market in

Forties, analogous to 157Day Brent, has

evolved although its liquidity is minus-

cule. This is the lBVDay Forties market.

This works on exactly the same principles

as 157Day Brent with some exceptions:

O The shipping coordinator endeavr

ours to produce the monthly

schedule of liftings 18 days before

the start of the month to give end-
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user refiners more notice of avail,

ability. If this is missed then the first

cargo(es) in any month may not

qualify to wet 187Day chains.

0 Cargo sizes are 600,000 barrels

rather than 500,00 barrels, to be

more compatible with refiners’ pref-

erences and to facilitate freight ecor

nomics.

0 There is no 25% operational tolere

ance allowed. This is partly because

BP Amoco is such a big player and

there is no case for a shipping operv

ational tolerance when deliveries are

being made free~inrpipe (HP) to the

Grangemouth refinery. in reality,

measuring and loading equipment

efficiency makes the need for an

operational tolerance a fallacy

anyway and the Brent tolerance is

frequently used for commercial,

rather than operational, reasons.

0 Cargo declarations are made at 4

pm rather than 5 pm in order to

avoid time conflicts of date declarae

tions 7 the operations staff making

and receiving cargo declarations are

the same in both markets.

The ingredients are all in place for

Forties to take over from Brent. The two

biggest stumbling blocks are trading

inertia and BP Amoco’s dominance in

the Forties market. lt is unlikely that

Brent will abdicate or Forties will stage

a palace coup. It is equally unlikely that

Forties will erode Brent’s position grad»

ually. The most likely scenario is that

one of the events described above will

bring about a sudden shift. But it may

be some time before we get to say

'Brent is dead. Long live Forties!‘ I
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The basic design of oil tankers is very simple and largely

  

immutable, hemmed in by classification society rules and the

physics of floating objects. Trends in tanker design are being

defined by the needs of regulatory compliance and cost

savings. Peter Mackay looks at some of the key factors dri-

ving the future development of this sector of the shipping

industry.

f; ver since the tanker Torrey Canyon

'2 ran aground off the coast of south-

:west England nearly 33 years ago,

changes in the design of such vessels

have been primarily driven by regula-

tion. Until then, tankers had developed

to meet the need to transport an ever

expanding volume of crude oil from

producers to consumers. Through the

19605, in particular, tankers kept getting

larger, but at the same time simpler to

build, stronger and equipped with a

greater degree of redundancy than

before. This process hit its apogee after

the closure of the Suez Canal in 1967

and for a few years in the mid-19705

tankers with a capacity of more than

half a million tonnes were being built.

The Torrey Canyon incident was fol-

lowed by a number of others which,

although less serious, led international

regulators to take a closer look at

tanker design. Following the agree»

ment of the MARPOL and SOLAS con-

ventions in 1973 and 1974, respectively,

a number of safety features had to be

included aboard new ships, such as oily

water separators and inert gas systems.

 

The US was already pressing for tanker

hulls to be fitted with double bottoms

as early as 1970 but this requirement

had to wait for another accident to

happen before being introduced.

US blueprint

As in many areas of life, to find out what

is going to happen in the rest of the

world tomorrow it is instructive to look

at what is happening in the US today.

The latest trends in tanker design are

illustrated most clearly in the Millennium

class vessels currently being built at

Litton's Avondale shipyard in New

Orleans for Arco. The series of 125,000

dvvt tankers will be employed to carry

crude oil from Valdez, Alaska, to

refineries on the west coast of the US

and will involve them operating in states

which have the world's toughest envi»

ronmental controls on oil activities as

well as the highest potential penalties

for oil pollution accidents. At a reported

$166mn each, the ships are hugely

expensive but, according to the shipyard,

they are ‘the safest oil tankers ever built’.

Sophisticated dynamic load analysis

was employed to design a tanker with a

30-year lifetime, in contrast to the usual

20 years. This meant that the shipyard’s

engineers had to alter the detailed struc-

tural design to meet the close structural

tolerances required. They are, of course,

double-hulled and have a 10-foot space

between the outer and inner hull, com

pared to the 6.5 feet which would be

required for vessels of such size under

the US Oil Pollution Act 1990 (OPA 90).

The Millennium ships also demonstrate

advances in propulsion and steering sys-

tems that are likely to become common-

place on tankers in the next century. in

particular, added redundancy is designed

in, so that in the event of the failure of

one piece of critical equipment the vessel

can continue to navigate safely. The new

tankers have two independent sets of

engines, propellers and rudders, which

haves certainly added to the cost of the

ships but could help the owner avoid the

much higher penalties likely in the event

of an accident. Manoeuvrability has also

been addressed, with the inclusion of a

powerful bow thruster that will allow the

ships to be turned right around within

their own length. Bridge control is

effected by a joystick rather than the tra-

ditional wheel and sophisticated IT sys

tems are included to ensure that the

vessel stays on course and that the officer

on the bridge is warned if it has strayed.

Tanker designers are currently

focusing on the need to develop more

efficient and reliable propulsion sysr

terns, not just for safety reasons. Many

vessel groundings occur because of loss

of propulsion or steering e the Braer
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being one such example , and redun-

dant systems such as those introduced

on the Millennium tankers provide a

straightforward, if expensive, way of

guarding against such incidents.

Diesel-electric propulsion systems pose

sibly offer a cheaper means of

achieving some level of redundancy

and are now being installed on a

number of new ships. In such cases a

number of diesel engines of various

sizes are employed to generate electric

power and it is this that drives the prof

peller shaft. Such an arrangement has

several advantages: Diesel units can be

fired up as and when needed,

allowing each to run at its most effi-

cient rate while still meeting the vari-

able power demand of the ship; some

degree of redundancy is factored in;

and the engines do not have to be

located in line with the propeller

shaft, thus allowing the designer more

scope to optimise the hull shape.

Reducing air pollution

Having spent much of the past 30 years

looking at ways of controlling pollution

of the world's seas and shores, the

International Maritime Organisation

(IMO) has recently begun paying more

attention to air pollution. Ships’

engines are significant sources of oxides

of sulfur and nitrogen (SOX and NOX) in

the atmosphere and, while many

tankers spend a great deal of their time

on the open seas where their exhaust

gases are dissipated and diluted, certain

parts of the world with heavy maritime

traffic are impacted quite significantly.

[MD has already recognised that

some parts of the world need protec-

tion and has created 'Special Areas’,

such as the Baltic and North Seas,

where a cap has been introduced on

the level of sulfur in bunker fuel. While

this measure largely impacts the oil

companies, which will need to find an

alternative outlet for sulfur-rich prod-

ucts or invest in additional desulfurisa-

tion capacity, it is also undoubtedly the

case that ships will have to be fitted

with cleaner burning engines and flue

gas scrubbers.

ln the wake of the Rio earth summit

and the Kyoto Protocol on atmospheric

pollution, the spotlight is also falling on

emissions of volatile organic com»

pounds (VOCs). Regulations have

already been introduced in many parts

of the world to mandate the use of

vapour recovery systems at oil jettieS,

Clepots, service stations and other facili-

ties where VOCs are released during

product transfer. Crude oil, product and

chemical tankers are now regularly

equPDEd with vapour return lines so

that cargo vapours displaCed from the

tanks during loading can be directed

   
the general fleet

back to the storage tank or shoreside

vapour control unit rather than vented

to the atmosphere, More recently,

Statoil has been experimenting with

onboard vapour control units on two of

the shuttle tankers it employs in the

North Sea, the idea being to capture

vapours displaced during loading and

convert them to usable fuel for the

ships' engines.

A study sponsored by oil companies

and tanker owners has also suggested

that cargo vapours vented during the

voyage also need to be controlled. On

average, the study calculates, some

0.26% of a very large crude carrier‘s

(VLCC) oil cargo evaporates between

loading and discharge. This vapour needs

to be allowed to vent to the atmosphere

to avoid a build-up of pressure inside the

tanks. More than 1.5mn tonnes of crude

oil is lost each year in this way, it is calcuv

lated, and the problem is worst with

light, volatile crudes. Some action on this

is inevitable at some point, which is likely

to involve either a restriction on loading

capacities to provide more ullage space

or the installation of onboard vapour

control systems.

Rising costs

It is clear that if tomorrow's tankers are

to be safer, cleaner and more efficient,

they will also be more expensive. One

major concern is whether the current

ownership structure of the fleet is such

that owners can ever achieve a just

reward for the financial risks they take.

Once upon a time the oil majors

owned the bulk of the world's tankers

and the cost of running them was

merely another element in the price of

getting crude oil from wellhead to

market - as is still the case in the LNG

shipping business. Apart from the

large, staterowned fleets of the major

exporting nations, however, most of

the tanker fleet is now in the hands of

Technological changes in the specialist tanker trades are expected to be reflected in

independent owners. This situation

presents charterers with a fragmented

and powerless market.

Consolidation

Consolidation among tanker owners has

long been propounded as a cure for its

ills. It is not that a fleet with fewer

owners would be able to exert positive

pressure on freight rates; rather it is the

case that larger owners would have

access to more competitive capital, could

achieve further synergies in other cost

areas and improve fleet utilisation.

Bjorn Moller, President of Teekay

Shipping, also pointed out in a recent

article in the shipping magazine Fairp/ay

that larger, publicly funded shipping

companies would also be forced to think

more rationally about their activities.

When the return on capital invested in

publicly quoted tanker companies

through the 1990s underperformed US

Treasun/ Bills over the same period, it is

not always clear what the motivation is

for investors to engage in the risk-laden

business of owning oil tankers.

Shaping the future

Compared to the tankers of 30 or 40 years

ago, then, those being built today are

fitted with a range of equipment

designed to make their operations safer,

both in terms of their navigation and

their cargo handling, and more efficient.

It is not only regulation that shipowners

and desrgners are responding to, finan

cial imperatives also play a part. There is

continuous pressure to traverse the seas

more rapidly and to spend less time in

port, to make the most of what are, for

much of the time, inadequate returns

from charterers. Ships must use less fuel

and employ smaller crews. As we move

Into the let century there is every indica-

tion that these two forces will continue

to shape new tankship design. 0
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In just two hectic years of research, development and

propaganda since the media woke up to gas-to-liquids (GTL),

the conversion of natural gas to liquid fuels has become firmly

established as an option when considering how best to

commercialise remote gas. Fred Thackeray reports.

V :1 vidence of this is widespread. Most

7.1 telling is the strong public commitr

d, ,1 merit to GTL by the new super,

international BP Amoco. Announcing

earlier this year the proposal to acquire

Arco and to establish a major gas devel

opment programme in Alaska, John

Browne, the company’s Chief Executive

Officer, claimed that BP Amoco has

’proprietary technology which we

believe may allow us to convert some of

Alaska's gas into liquids that can be

transported by the existing oil

pipeline... We have plans to build a

S70mn pilot plant in Alaska to test that

technology.’ BP Amoco is, naturally,

studying commercial-sized projects for

moving gas by pipeline and as LNG. A

pilot plant for GTL is a long way from a

commercial project e but it will be a sig»

nificant pointer nonetheless.

A meeting of minds

By its acquisition of Amoco and Arco, BP

has added large natural gas reserves to

Its assets base. In particular, Arco’s

reserves in Alaska and at Tangguh in

Indonesia make major contributions,

With regard to GTL technologies, BP will

have brought together individual

research and development programmes

which were already being strongly pure

sued by each of the merged group’s

three constituent companies. BP had sig-

nalled its interest in GTL in an article in

1997 which claimed that, in conjunction

with Kvaerner, it was developing a

smaller and cheaper reformer for the

first, and the most expensive, phase of

the GTL process 7 the production of the

synthesis gas feedstock. But after

making this claim in its house magazine,

BP went quiet on the subject. It did,

however, provide the project leader for a

multiecompany research team studying

ceramic membrane technology, which is

a new approach to save costs in the

supply of oxygen for this first phase.

Amoco was also a participant in the

BPrled team studying ceramic meme

brane technology and Arco was a

member of a separate team, partly

financed by the US Department of

Energy, which was studying different

aspects of the same subject. These

studies are longrterm prOJects with

commercially useful results not

expected for at least another six years.

However, if they are successful they

 
could result in cost cuts of 25% in the

production of synthesis gas.

Arco has been particularly enthusi-

astic about the prospects for GTL. It is

currently evaluating the operation of a

70 b/d pilot plant which has just gone

onstream at its Cherry Point refinery in

Washington state (see Petroleum

Review, September 1999). Announcing

the plans for this in 1997, the company’s

President for Exploration and

Production, said: ’Gas conversion fits

well into our global growth strategy

and we are beginning to incorporate it

into our exploration and development

planning around the world.’

BP Amoco’s declared keen interest

means that each of the three largest none

state international oil and gas companies

is now committed to the development of

the GTL technologies. Shell committed

itself financially , with Mitsubishi,

Petronas and the Sarawak Government

as partners , when it put its 12,500 b/d

plant onstream in Malaysia in 1993.

Exxon Mobil holds a highly patented GTL

process on which it has spent large sums

in research and development, and is

seeking a government partner for a com-

mercialesize plant, say 100,000 b/d.

Governmental agreement and finanr

cially acceptable terms to commercialise

gas resen/es are, in fact, a key issue.

Today’s worldwide gas surplus, however,

gives GTL an important plus when com»

pared with LNG. At 126mn t/y, the world

wide nameplate capacity of LNG plants

today is some 25% or more above

prospective demand of up to 100mn

tonnes in 2000. The commitment of
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finance for any new LNG project in the

near future can only be justified if the

intended market is established with cerr

tainty. By contrast, even a much larger

GTL plant than any yet built will add

only a marginal volume to the world‘s

available supplies of petroleum prod-

ucts. Focusing on its targeted product of

GTL technology 7 automotive diesel e

the addition to supply is unimportant.

On the contrary, because diesel pro

duced by GTL plants is a high-cetane,

|ow»emission product, it is likely, initially

at least, to command a premium price.

Trinidadian developments

It is considerations such as these which

have led the Trinidad Government to be

the first to publicly proclaim its doubts

about further investment in LNG, notwith-

standing that in this case the market in

Spain is already provisionally contracted.

At a recent conference organised by

SM in London, Charles Baisden, Project

Development Manager of Trinidad's

National Gas Company, asserted that

further ’LNG exports could lead to

extensive undervaluing’ of Trinidad's

depleting gas resources. He added that

GTL 'is on our doorstep and we are cerr

tainly going to embrace the opportu-

nity with all the resources at our

command'. Trinidad has not so far

implemented this plan to embrace GTL.

It is, however, negotiating with two

potential GTL promoters e Syntroleum

and another referred to as a Qatari

investor — and it has still not given the

go-ahead for additional exports of LNG.

Despite the enhanced prospects for

GTL, it has to be said that recent news

gathered by Petroleum Review on

already announced projects is unexciting:

Shell’s SMDS plant in Malaysia is

nearing completion of its rebuilding

and upgrading, following disruption by

an explosion in its air separation unit in

December 1997. But it is now expected

to startup in the 202000 instead of the

102000 as previously announced.

Sasol now believes that its joint pror

ject with Chevron for a 30,000 b/d GTL

plant in Nigeria will probably receive

Government approval in late 1999 or

early 2000, and go onstream in 2004

rather than 2003.

Sasol's highly significant deal with

Chevron for worldwide cooperation on

GTL, although still quite definitely

active still remains at the stage of a

Memorandum of Understanding.

Sasol’s project in Qatar for a 20,000

b/d GTL project jointly with Phillips

Petroleum and QGPC (Qatar General

Petroleum Corporation) still awaits res

olution into a firm engineering prOject

more than a year after completion of

the feasibility study and despite strong

public endorsement by QGPC.

A project was announced last year by

Syntroleurn r a widely known GTL

licensor — for a 2,500 b/d plant to be

jointly owned with Texaco and Brown 81

Root. But Brown & Root withdrew from

the project following its absorption

into Kellog Brown & Root. As a result,

this GTL proposal appears to have been

relegated to the back-burner, or may

have been abandoned

Sweetwater project

One other current project which appears

to be making progress should also be

mentioned. This is the sorcalled

Sweetwater project, proposed by

Syntroleum with a small equity participa

tion by Enron. Originally intended to be

built at Sweetwater in Wyoming, it is

now expected to be located either in

Trinidad (as mentioned above) or in

Australia. It is planned to be a 10,000 b/d

plant to produce high value products

which, according to Syntroleum, will be

lube basestocks, drilling fluids and chem,

ical specialities, The project hasjust taken

a step forward by the appointment for

preliminary engineering work of an RWE

subsidiary, Klocknerelndustrie Anlagen.

However, it matters much more than

the details of progress on particular pro-

jects e which will in any case come to

fruition quite soon 7 that there is a con-

tinuing favourable shift of perspective on

GTL. It is now more sensibly recognised

that today's price of crude oil and petrc}

leum products is almost irrelevant to the

economic viability of GTL projects. When

crude oil prices slumped with unprecer

dented force last year, the proponents of

GTL research and development perse-

vered with their efforts and took little

notice. The belief that the low oil prices

might affect GTL prospects sprang from

the way in which the economic viability

of GTL was frequently stated , ie viable at

crude oil prices of $20/b. But this meant,

of course, at long-term prices of $20

when plants not yet built will be funcr

tioning for 20—25 years ahead.

Already, Shell, which has been one of

the most forthcoming in publishing the

economic results of its ongoing research

and development work, has gone way

beyond its earlier cautious assessmenfi.

The group is now thinking in terms of

commercial sized plants of 70,000 b/d.

On this basis, it reckons, to judge by its

recent presentation at the SMi confer-

ence in London, that a real internal rate

of return (IRR) of 10% would be obtain,

able at crude oil prices of less than SiS/b.

Such an assessment rests, inevitably, on a

whole raft of assumptions. Particularly

important A as Shell, Sasol and their

competitors have all insisted from the

start < are the availability, or the lack, of

infrastructure and the price of natural

gas feedstock. Thus, a plant built close to

an existing LNG export facility and able

to make use of established infrastructure

can avoid much of the investment in

facilities outside battery limits. This is

important because such investment can

amount to as much as 30% of overall

capital costs if it all has to be provided.

The price of gas feedstock is a vital

issue too, especially since there is a ten

dency for governments to think that

premium prices for the diesel produced

will justify a price for gas feedstock

higher than the figure of 50 cents/mn

btu customarily assumed in GTL calcula

tions. A related issue is that not just the

price but the steady availability of nat-

ural gas feedstock is a key factor, This

means that a single source of associated

gas which would otherwise be flared is

insufficient on its own if it is liable to

strong fluctuations due to varying crude

oil production.

Supporting GTL

The current world surplus LNG poten-

tial is a passing phenomenon which

favours GTL. More important in the long»

term are other industry-wide factors

which will increasingly support GTL

developments. One of these is the

spreading belief that the world is on the

verge of running out of economically

viable oil. It is a belief not held by this

writEr, but the perception itself is a dri»

ving influence. Certainly over the next 10

to 20 years it must be likely that real cost

increases of oil will be greater than tech,

nological developments can contain. But

we have abundant and growing reserves

of natural gas. We shall, almost certainly,

be demanding increasing quantities of

liquid fuels for road transport, not just in

Europe and North America but even

more in Asia, particularly in India and

China. Compression ignition engines

fuelled by diesel are in themselves more

efficient than gasoline fuelled cars no

matter how much improved. As dieselisa-

tion grows worldwide, there will be a

growing opportunity for good quality

diesel from natural gas.

The good quality of GTL diesel is

indeed, the other main supporting

factor for its forecast growth.

Everywhere, governmental pressures are

increasing to reduce the harmful emis

sions of road transport. GTL diesel is

close to emissionrfree. When it can be

produced economically in sufficient

quantities, one could even envisage that

it could lead to a gradual shift from

refining crude oil to refining natural gas.

Such a prospect lies a long way ahead,

but in today's fastrmoving world it could

come about faster than expected, 0

Above left: Shell’s 12.500 b/d GTL plant

at Bintulu, Malaysia is now due to

reopen in 202000
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Economic recovery gives

boost to energy consumption

The past two years have been a challenging period for

 

South Korea's energy industry after the nation’s severe

economic crisis caused a sharp drop in industrial activity

and a consequent drop in energy consumption.

However, signs are growing that South Korea has

turned the corner and the Government now expects the

economy to grow 8% this year. David Hayes reports.

ollowing the recent revival in

Findustrial output, energy consump—

tion already has rebounded quickly

to the levels recorded in 1997 before

the recession struck. However, more

challenges await the energy sector with

the Government due to reorganise

both the electricity and natural gas

import industries after the oil refining

sector underwent an involuntary

restructuring earlier last year.

In spite of South Korea's rapid eco

nomic growth record over the past two

decades, the country has few indigee

nous energy resources and has to rely

on imported energy for the bulk of its

needs. All oil and natural gas supplies

are imported, along with most of the

country’s coal supply requirements.

Domestic energy production currently

providesjust 12% of South Korea's total

primary energy needs. Nuclear power is

the main domestic resource, accounting

for 83% of domestic energy production,

followed by locally mined anthracite

representing about 8%, hydropower

5% and renewable energy the rest.

According to Government figures,

total energy consumption jumped 8.9%

during 1H1999 to reach 88.7mn tonnes

of oil equivalent (toe) compared with

81.4mn toe during 1H1998. Petroleum

consumption of 48.2mn toe accounted

for slightly over half of South Korea's

total energy consumption during the

first six months of 1999. Imported coal

use reached 18.6mn toe, equal to 21%

of total energy consumption in the first

half, while natural gas imports equal to

8.3mn toe accounted for the remaining

primary energy consumption.

Nuclear power and natural gas have

been the two important new energy

sources to be developed over the past

two decades. Nuclear power genera-

tion, for example, accounted for less

than 1% of energy consumption in

1980, but by 1998 had reached

22,422mn toe, representing 13.5% of

energy consumption. Liquefied natural

gas (LNG) imports have grown to

almost 15,000mn toe a year and now

represent about 8.5% of total energy

consumption. In contrast, since 1980

coal usage has tripled and oil use has

quadrupled.

Restructured oil sector

While Government plans to reorganise

the electricity and natural gas import

industries are due to get underway

shortly, South Korea’s oil refining industry

went through an involuntary restruc-

turing earlier in 1999 as several leading

chaebol (conglomerates) were forced to

dispose of shareholdings in oil refineries

to solve their own financial difficulties

caused by South Korea’s economic crisis.

This first sign of changes to come

occurred early last year when SK

Corporation, the country’s largest

refiner, appeared poised to take over

Ssangyong Oil. No sooner had this

prospect been squashed by opposition

from Ssangyong Oil shareholder Saudi

Aramco, than Hyundai Oil concluded an

agreement to take over the nation’s

smallest refiner Hanwha Energy — only

weeks before the Hyundai Group itself

was forced to sell a controlling 50%

interest in Hyundai Oil to solve its own

financial difficulties.

The latest development in South

Korea’s oil refining industry restructuring

occurred in October 1999 when Hyundai

Group sold a controlling 50% stake in

Hyundai Oil to Abu Dhabi International

Investment Co (Ipic) of the United Arab

Emirates for Won 612.7bn ($508mn).

Hyundai Oil is the thirdelargest of

South Korea’s four oil refineries with

facilities to refine 585,000 b/d and

upgrade 42,000 old of heavy oil. The

three other refiners are Ssangyong Oil,

SK Corporation and LGvCaltex Oil. SK

Corporation has facilities to refine

810,000 b/d of crude plus facilities to

upgrade 90,000 b/d of heavy oil while

LG—Caltex can refine 610,000 b/d and

upgrade 70,000 b/d of heavy oil.

Ssangyong Oil, meanwhile, can refine

525,000 b/d and has facilities to

upgrade 130,000 b/d of heavy oil.

As the country‘s largest refiners, SK

Corporation and LG-Caltex have built

up large domestic retail sales bases

through their petrol station outlets and

wholesale channels to ensure stable

demand for their refinery products. SK

Corporation, for example, is estimated

to have about 33% of South Korea‘s

gasoline, diesel and kerosene market,

while LGeCaltex holds about 28%.

Hyundai has about 21% of the market

while Ssangyong has about 12%.

The Hyundai Oil share sale to Ipic fole

lows a near doubling of crude oil prices

this year, creating concern that the

rebound in demand for petroleum

products may not last long and will lead

to slower growth next year. According

to official figures published by Korea

Energy Economics Institute, total

imports of petroleum grew 3.3% to

73.4mn toe during 1H1999 compared

with 70mn toe during the same period

a year earlier. Total consumption of

petroleum products during 1H1999

grew 7.9% to 48.2mm toe compared

with 44.7mn toe in the 1H1998.

’1998 was the first time negative

growth occurred for petroleum prod

ucts since the early 19705,’ commented

a Seoul-based energy analyst. ’Since

then, South Korea has always seen pos-

itive growth for petroleum products

with positive GDP growth. Last year the

decline in demand for oil was about

15% due to the sluggish economy.’

As a result of 1998's financial crisis

none of the South Korean refineries has

expanded since 1997. Although petro»

Ieum product sales have started to grow

again, the country’s refining industry

still faces an overcapacity of about 28%

to 30%. Surplus production is exported,

mostly to China and Japan which cur“

rently take an estimated one—third of all

exports, as well as other Asian countries

including the Singapore spot market.

Ssangyong Oil IS believed to be the

largest exporter, shipping about half its

refined products.

In fact, South Korean product exports

have no economic advantage over

southeast Asian refineries because of

the shipping distance from the Middle
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East. Consequently Korean refiners are

exporting only to maximise their

refinery utilisation rate.

Ipic’s purchase of a controlling

interest in Hyundai Oil follows Hyundai

Oil’s own September 1999 takeover of

Hanwha Energy, which until then was

South Korea’s fifthrranked and smallest

oil refiner with the capacity to refine

275,000 b/d.

'No one expects more consolidation

in the South Korean oil refining

industry since Hyundai Oil took over

Hanwha Energy,’ the analyst said. 'The

four remaining oil refiners are compet—

itive and secure with strong support

   
Pyongtaek LNG Terminal, Kogas, South Korea

from their major shareholders. None of

the oil refiners have capacity expansion

plans. There is still a 30% capacity

buffer. The domestic market is more

profitable than exports so they have no

plan to chase exports.’

Opening gas market

Meanwhile, the past two years have

been a challenging time for state—

owned Korea Gas Corporation (Kogas).

which has had to cope with a fall in

LNG demand and now faces the

prospect of being broken up as part of

Government plans to open the LNG and

city gas market to competition. After

South Korea's financial crisis caused a

sudden slump in demand for LNG and

other energy resources in 1998, Kogas

executives were forced to cope with the

first downturn in gas demand since LNG

'mports began to arrive in 1986.

This year, with the worst of the eco

nomic crisis seemingly over, demand for

LNG has increased again. Although LNG

imports were not expected to reach

their prcerecession levels in 1999, gas

demand growth has begun to look

more healthy again with the use of LNG

feedstocks for electricity generation and

for piped city gas distribution now

EXPected to reach the same level as LNG

consumption in 1997.

In 1998 Kogas imported 188 cargoes

of LNG totalling 10.6mn tonnes of LNG,

representing an 8.6% decrease in

imports compared with the 205 cargoes

totalling 11.62mn tonnes imported in

1997. In 1999 demand for LNG bounced

back, causing imports to rise above the

previous year’s level during most

months of the year. In the 1H1999

Kogas imported 114 cargoes totalling

6.5mn tonnes compared with 91 car

goes totalling 5,06mn tonnes during

the same period a year earlier.

The main reason for the fall in LNG

consumption in 1998 was the sharp

reduction in gas used for power gener-

ation. Stateeowned Korea Electric

Power Corporation (Kepco) used

Gas tanker, Kogas, South Korea

4.18mn tonnes of LNG in 1998, a 22.6%

decrease compared with 5.37mn tonnes

used in 1997. However, city gas use of

LNG feedstocks rose 10.1% to 6.2mn

tonnes in 1998 compared with 5.7mn

tonnes during 1997, helping offset

some of Kepco's reduced demand.

Kepco’s decision to reduce LNG con-

sumption followed a fall in peak load

demand for electricity caused by a

decline in energy demand among

industrial electricity consumers. This

marked the first decrease in electricity

consumption in more than 15 years.

According to figures released by Korea

Energy Economics Institute, electricity

consumption fell by about 3.5% during

1998 to 193,470 GWh, compared with

200,784 GWh in 1997 as Kepco's indus-

trial customers reduced the factory

operations and cut production output

due to the drop in demand for their

products.

This year, however, Kepco is due to

take 4.8mn tonnes, an increase of 15%,

but still below the volume the power

company purchased in 1997 before the

economic crisis was felt.

City gas companies' use of LNG feedr

stocks is also expected to grow further.

According to official forecasts Kogas

will have imported 13.1mn tonnes of

LNG in 1999, while total sales were

forecast at about 12.6mn tonnes. Apart

from Kepco's 4.8mn tonnes purchase,

city gas companies were expected to

take about 7.8mn tonnes last year 7 a

16% increase compared with 6.2mn

tonnes in 1998.

Government sell off

Meanwhile, the Government has recently

announced plans to spin off and sell

Kogas' LNG importing and wholesale

units. The Government also plans to sell off

its stake in Kogas' LNG receiving terminals

and storage facilities, along with the main

transmission pipeline network by 2001.

Undr current plans Kogas will be split up

into three to five units in 2000, which will

be sold off in 2001.

As part of restructuring Kogas and

South Korea’s LNG supply industry the

Government will seek ties with foreign

companies with substantial experience in

the natural gas supply industry. Plans for

the Kogas break—up and sell off are due to

be finalised shortly. Kogas’ senior man-

agement is not happy with the proposal

as it stands. Kogas executives would

prefer the Government to privatise the

corporation in its entirety and then open

the LNG import and sales market to com-

petition, and later also open the city gas

market to competition.

Meanwhile, Kepco is due to break up

into six generating companies shortly fol,

lowing Government approval for the

restructuring plan in July last year. Under

the plan power plant generating capacity

including all the various coal-fired power

stations, will be divided almost equally

among five generating companies while

the sixth generator will be Kepco which

will continue to own and operate South

Korea’s nuclear power stations.

Each of the five generating compa-

nies will have about 7,000 MW installed

capacity and will set up its own fuel

purchasing section to do its own fuel

procurement. The generating compa-

nies will sell their electricity to Kepco

which will retain its transmission and

distribution services at first. Later a

Britishrtype electricity pool system will

be established and all generators will

sell into the pool. 0
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Oilfield services

   
mergers

 

And now mega-contractors

There were 10 top

players in the global

oilfield equipment and

services sector before

the 1998 oil price collapse.

Subsequent consolidation

in the industry led to

contraction and six

residual players.

However the oil price is

now around $26/b and

the outlook for the

contractors is looking

up, writes Priscilla Ross.

Te top three global players in terms

of oilfield revenue and market capi»

talisation — Schlumberger, Halliburton

and Baker Hughes 7 have all recently

made large acquisitions and are truly

global companies. The remaining

three — Wellflow, B) Services and Smith

International 7 are rather smaller and

can be regarded as niche players.

There is further consolidation among

the top players, with Smith

International having a drilling fluids

joint venture with Schlumberger 7 said

to be one of the largest businesses of

its kind in the world.

Merger of equals

Schlumberger announced in mid71999

that it was spinning off its offshore con-

tract drilling business and combining it

with Transocean Offshore in a merger

of equals. The new Transocean Sedco

Forex will be the world’s largest off

shore drilling company with a rig fleet

of 75 units. Scheduled to be signed off

by the end of 1999, the newly merged

operation is projected to become the

fourth largest oilfield service company

measured by market capitalisation.

Schlumberger owns 52% of the equity

and the 109nm shares to be issued for

the transaction are valued at $3.2bn.

The shares of Transocean Sedco Forex

will be traded along with those of

Schlumberger, Halliburton and Baker

Hughes on the New York Stock

Exchange. Transocean Sedco Forex will

employ 7,500 people worldwide and

have operations in all of the world's

major offshore drilling locations. In

1998 Sedco Forex's Offshore revenue

was $1.1bn and net income was

$390mn. In 1999 net income was

expected to be around 15% of the

annual net income of Schlumberger.

Chairman and Chief Executive Officer

of Schlumberger, Euan Baird, said at the

time of the merger announcement:

'The transaction between Sedco Forex

Offshore and Transocean Offshore gives

our shareholders premium investments

in reservoir optimisation and offshore

drilling, the two oilfield service sectors

with the highest growth potential in

the next upturn. For Schlumberger this

transaction and the closing of the

drilling fluids joint venture with Smith

International are in line with our long-

term strategy to focus on extending our

leadership in valueradded services to

optimise reservoir performance.’

Schlumberger is spending $1mn/d

day on proprietary new technology, For

the nine months to September 1999,

oilfield services revenue decreased 28%

year on year. Baird commented: ’The

third quarter results for our ongoing

oilfield businesses confirm that the

second quarter of 1999 was the bottom

of the cycle.’

The company continues to look to

enhance its technology portfolio

through the acquisition of smaller

players, In October 1999 it purchased

Secure Oil Tools for an unspecified sum.

Rene Huck, President, Reservoir

Development said: ‘Secure Tools

enhances Schlumberger's position in

the rapidly expanding market for

multirlateral and other advanced com»

pletion systems designed to improve

reservoir recovery.’

New moves for Baker Hughes

Baker Hughes has a market capitalisa-

tion of $9bn to 10bn. In May 1998 the

company employed 36,500 and by

September 1999 this had fallen to

27,600. In midel998, Baker Hughes

merged with Western Atlas in a share

swap valued at $4.8bn and assumed

about $1.3bn in debt. According to Max

Lukens, Chairman, President and Chief

Executive Officer, the Western Atlas

acquisition was ’the company’s most

important transaction since Baker

International and Hughes Tool

Company combined in 1987. The

merger makes the company one of the

leading integrated oilfield service

providers. More significantly, we have

transformed Baker Hughes from a

provider of discrete oil well products

and services into an integrated, life-ofr

the-field service company focused on

the reservoir.’

The company spent more than

SZZOmn on new technology in 1999

with the emphasis on drilling systems, 4-

Baker Halliburton Schlumberger

Hughes

Revenues 1997 $5.3bn $16.27bn $11.54bn

Revenues 1998 $6.3bn $17.35bn $11.82bn

Revenues 9 months 1999 $3.74bn $11.12bn $6.73bn

Operating income 1997 $460.5mn $1.39bn $1.79bn

Operating income (loss) 1998 ($135.7mn) $396.5mn $1.73bn

Operating income 9 months 1999 $278mn $462mn $564mn

Net income 1997 $33.9mn $772.4mn $1,385mn

Net income (loss) 1998 ($297.4mn) ($14.7mn) $1,01Amn

Net income 9 months 1999 122.8mn $203mn $355mn

Longrterm debt 1997 $1.47bn $1.3bn $1.17bn

Longrterm debt 1998 $2.72bn $1.4bn $3.28bn

Long-term debt 301999 $2.77bn $1.06bn $3,56bn

Employees 1997 36,500 102,000 69,000

Employees 1998 32,500 107,800 64,000

Employees 301999 27,600 100,000 60,000

No. countries where operating 100 125 100

(Source‘ Company reports and Petroleum Revsew research)

 

ble 1: Compar ive financial figures for the top-three global oil service companies
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D seismic, reservoir modelling and mul-

tilateral systems. The company views

post-discovery as the most profitable

sector and its focus is 75% on develop»

ment and 25% on exploration.

Thomas Bates, a Senior Vice President

of Baker Hughes said that the consolir

dation savings flowing from the merger

would amount to $135m. He told

Petroleum Review that he did not

expect the multinational oil companies

to change their spending patterns more

than 2% to 3% this year. He added: ’We

see the international rig count moving

up in the first quarter of 2000.’ By the

end of September 1999 the North

American rig count according to Baker

Hughes was 887 (637 in the US and 250

in Canada). The non-North American

rig count was 565.

Bates believes that the healthiest

energy market in the world is North

America because 'decline rates [for

exploration expenditure] in the Gulf of

Mexico have been 40% to 45% in the

last two years. Gas production was

down 5% in 1998 and declines are con-

tinuing in 1999 of around 3%’. He

added that the largest cost to oil com—

panies onshore is produced water and

he claimed that Baker Hughes' water

separation technology is ‘one year

ahead of the competition'.

In early November 1999 Lukens said:

‘Although the third quarter’s results

reflected continued weakness in

overall oilfield activity, we did see a

bottoming and sequential improve,

ment in North America.

He added: ’With the exception of

seismic, we expect activity in the

Western Hemisphere to continue to

improve in the fourth quarter while we

Expect activity in the Eastern

Hemisphere to be flat before increasing

in 2000,. We are evaluating ways to

further reduce costs, including

adjusting our seismic capacity to match

anticipated market demand.’

Industry collaboration

Baker Hughes collaborates With the

multi-nationals in technology develop

ment. Current examples are:

. The AutoTrak rotary closed loop

drilling system with Agip.

C Expandable pipe technology with

Shell.

0 Formation evaluation technologies

with Shell, Elf, and Texaco.

0 Downhole splitter with Marathon

Oil.

. Downhole completions with Statoil.

The AutoTrak drilling system was

used offshore Norway and resulted in

claimed savings of US$1.6mn in well

construction costs. The Racepak fluid

Baker Halliburton Schlumberger

Hughes

Seismic X X

Wireline & Testing X X X

Drilling Systems X X X

Drill Bits X X X

Drilling fluids‘ X X* X

Sand Control X X X

Completions X X X

Electrical Submersible Pumps X X

Chemicals X

’Schlumberger and Smith international/mm venture

Source Baker Hughes

Table 2: Oilfield services provided

additive and cutter package resulted in

a claimed saving of US$1.2mn in well

construction expenditure on Eugene

Island, Gulf of Mexico. In the Voador

field, offshore Brazil, the world’s first

deepwater level 5 multilateral comple-

tion from a floating rig was built. The

operator, Petrobras was able to reduce

wellheads from two to one.

New strengths for Halliburton

When Halliburton Company con-

cluded its merger with Dresser

Industries at the end of September

1998 it was announced that the com-

bined revenues for 1997 were $16.3bn

with net income of $772mn. Dick

Cheney, Chief Executive Officer of

Halliburton, said that the merger

improved the company’s competitive

position 'as the leader in providing

integrated project management sere

vices , from the earliest phases of field

development through the production

and delivery of oil and gas to the mare

ketplace, The combination of MW

Kellogg’s engineering expertise with

Brown & Root’s project management

and construction strengths enhances

the competitive position.’

The mood was cautiously optimistic

at the end of October 1999 when

Halliburton released its nine month

resultse net income was $203mn to end

September 1999 against a loss of

$81mn in the comparable period for

1998. Cheney said: 'Significantly higher

crude oil and natural gas prices have

lifted customers’ cash flows consider

ably, and they are now beginning to

increase spending in certain geographic

areas, particularly in North America. I

am optimistic that as our customers’

year 2000 spending budgets are

finalised, we will see further actiVIty

increases throughout the world.’

Disbanding ventures

Following lower than anticipated

financial results at the Dresser-Rand

and Ingersoll Dresser Pump joint ven»

tures, Halliburton announced plans to

sell its interests in both joint ventures

to Ingersoll-Rand for Si,1bn in cash.

This will result in a 4Q1999 after-tax

gain of $380mn.

During the 301999 Halliburton was

awarded a number of significant new

contracts:

0 Providing Elf Exploration Angola

with sand control and completion

services for the deepwater Girassol

oil field offshore Angola.

0 A major contract with BP Amoco to

standardise its drilling, reservoir,

engineering, geology and geoe

physics applications.

0 A contract from Texaco to provide

completion products, production

enhancement and screens for a

deepwater project offshore Nigeria.

0 A $35mn contact for sand control

from Brunei Shell Petroleum.

0 A new $35mn vessel was deployed

to Carmen, Mexico to enhance well

stimulation for Pemex.

0 Participation in the successful

drilling of the world's deepest

wateredepth turnkey well drilled in

more than 7,200ft of water in the

Gulf of Mexico.

The final word

To date merger benefits have taken

more time than anticipated to work

their way through to profitability in

the remaining companies in the service

sector. There is now clear evidence of

an upturn, but further rationalisation

and consolidation in the sector cannot

be ruled out.

Debt levels still look hefty but cash

flow prospects are looking more

encouraging — particularly in North

America ~ and the sector seems to

have bounced back into profitability,

especially with oil prices now at $26/b

7 two and a half times what they were

a year ago, 0
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Technology

 

 

Asian first for Mobil's hands-free fuel payment system

Mobil is said to have become the first

company to adopt radio frequency iden-

tification (RFID) technology for retailing

in Asia, following the recent launch of

its handsvfree fuel payment system

throughout its Singapore network of

service stations. The Speedpass'”1 elec~

tronic customer recognition and pay-

ment system allows motorists to fill up

their vehicle with fuel and pay without

having to queue at a kiosk or use credit

cards. The system not only provides

more convenience and speeds up the

refuelling process, but also increases

sales as it generates more repeat visits

through greater customer loyalty, states

the company.

Based on Texas Instruments’ TIRIS RFID

transponder technology, the system was

originally launched in the US where

some 3mn Mobil customers now regu»

larly use it. However, whereas the

system adopted in the US uses a tag

embedded in the customer's key fob,

the Speedpass system in Asia uses a

vehiclevmounted TIRIS transponder

which is automatically recognised as

soon as the vehicle approaches the fuel

pump, A reader integrated in the pump

transmits a signal to the transponder,

which activates it to transmit back a

unique identification code that links

securely to the customer’s credit card

account in a host database. The transac-

tion is then authorised for payment and

the pump is activated, ready for

fuelling. The customer then simply fills

up and drives away without having to

queue at the cash desk,

Security in the Singapore system is

enhanced by a digital signature encrypv

tion protocol based on a challenge/

response authentication to ensure the

validity of the credit card transaction.

According to Texas Instruments, this

technique makes it 'practically impos»

sible to duplicate the smart tags and

their encryption keys'.

'Many other retail operations are

showing interest in similar automated

customer recognition and payment sys

tems,’ states Dave Hyslop of Texas

Instruments ‘These include retailers

with driveethrough facilities as well as

hotel, restaurant and theatre applica-

tions wishing to offer a more customer-

orientated and personalised service.’

Tel: +44 (0)1604 663399

Fax: +44 (0)1604 663099

 

Quarter-turn valve performs under pressure

Tyco Valves 8i Controls’ Vanessa Series

30.000 metal seated, quarter-turn rotary

process valve is said to offer bi~

directional, zero leakage operation at

full differential pressures The combina

tion of a non-rubbing metal seal ring

and seat with torque sealing ensures

zero leakage under pressures as high as

ANSI Class 900 and temperature services

ranging from —196‘C to 815°C, claims the

manufacturer. Designed for use in steam

and process applications in the offshore

oil and gas, chemical and petrochemical

industries, the valves are said to reduce

maintenance requirements, thereby

minimising the costs and inconvenience

of downtime,

The valves are available in a range of

body designs, including double flanged,

wafer and wafer Iugged. They incorpo—

rate fully adjustable stem packing to pref

vent leakage to the atmosphere and

avoid product loss and pollution, and

eliminate risks to operator and plant.

Their compact design offers weight and

space savings over traditional gate valves,

enabling installation, removal and main-

tenance to take place with relative ease,

states the manufacturer,

The Vanessa Series also allows direct

mounting of a quarter-turn electric,

hydraulic or pneumatic actuator for fast

and efficient local or remote operation.

Tel: +44 (0)141 810 3121

Fax: +44 (0)141 810 4724  

 
Allison Engineering has launched onto

the UK market the new GasFinder turnr

able diode laser (TDL) open path gas

detector manufactured by Boreal Laser.

The unit measures all combustible gases,

together with ammonia, carbon

dioxide, hydrogen sulfide and hydrogen

fluoride (in the presence of other gases)

Employed as either a portable or fixed

mounted gas detection system, the

device is claimed to measure gas con»

centrations over an open path of

between five and 1,000 metres. It oper-

ates in the neareinfrared range and does

not require cryogenic cooling.

Tel: +44 (0)1268 526161

Fax: +44 (0)1268 533144
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Manual titration

 

A new range of manual titrators has

been developed by Philip Harris

Scientific. The Denver 280 model perr

forms all manual titrations with a press

of its mouse button. The integral 20ml

burette is made of UV protected

borosilicate glass and delivers solutions

in 0.01ml increments, providing much

more accuracy than titrations per-

formed by hand, says the company.

The more advanced Model 285 allows

the user to perform accurate manual

titrations as well as dosing operations.

For the latter, volume and speed can be

set at the touch of a button.

incremental additions can be set by

button too, including differing volumes

and waiting times. A pre-titration

volume can also be programmed in to

reduce titration time. The unit can be

controlled either with the mouse or by

a keyboard on the titrator itself.

Both models feature an integral

stirrer which is powered from the

titrator. Both are manufactured from

chemically resistant materials. Results

are viewed on a large, easy to read, dig-

ital display, and can also be down-

loaded to a printer or PC.

Tel; +44 (0)1530 418000

Fax: +44 (0)1530 419300  

Shell launches new slug-suppression device

Shell Global Solutions is launching a

new slugesuppression device (SSD) fol-

lowing successiul trials on Shell Expro's

Gannet Alpha platform in the North

Sea. The new system helps operators to

reduce the cost of controlling 'slugs’ ,

liquids which can collect in gas

pipelines — and enables production

operations to run without interruption

Unlike previous 5505, the new device

’can deal with the transient slugs com-

monly encountered in production flow

lines,’ states Shell. ‘Installing the SSD,

which consists of a small vessel with con

trol valves, is a cost-effective modifica-

tion with a payback period of about a

year and lower capital costs than other

slug catchers on production platforms’.

Shell Global Solutions tested the new

SSD in a rig at its Amsterdam laboratory

and during an extended field trial on

the Gannet Alpha platform. The trials

showed that gas surges, which can

follow a liquid slug, were suppressed by

the new SSD, thereby preventing large

fluctuations in production. This repre-

sents a major time-saving over conven

tional methods, says the company, dra-

matically reducing production defer-

ment, and offers significant savings in

production operating costs.

The control strategy developed on

Gannet is said to be flexible and applic»

able to all of the flow regimes typically

encountered in a flow line. The SSD is

claimed to improve process stability,

allow higher production rates and can

reduce process downtime. The trials

also showed that, after shutdown, full

production could be achieved within an

hour of flow line start~up.

According to Loek Vreenegoor of

Shell Global Solutions: 'After the trials

Shell Expro is considering two perma-

nent installations on the 67inch flow

lines at Gannet. We’re confident that

production benefits from this system

should pay back the investment within

a year. We have also performed prelim-

inary evaluations for a number of other

oil companies.’

Tel: +31 20 630 22 67

Fax: +31 20 630 22 35

 

Submersible level measurement

The new Hawk PressureMaster PES ,

now available from sole UK representa

tive Allison Engineering , is a low~cost,

two wire loop powered, permanent or

portable submerstble level measuring

device.

The unit provides continuous level

measurement of liquids in various

ranges to a maximum equivalent of 350

metres of hydrostatic water pressure. It

is suitable for use in slurries, pump sta»

tions, sumps, liquid storage vessels, deep

wells and bore holes.

Built-in temperature compensation

ensures that the device is extremely

accurate for both short and longvterm

monitoring, states Allison. It is designed

to be directly submerged in liquids com-

patible with 316 stainless steel and

polyurethane jacketed cable , Teflon

sleeving is available if chemical resis-

tance is required. The unit can handle

 

temperatures of ‘20 C to +125 C. it fea

tures remote atmospheric senstng (with

no capillary tube required for atmos-

pheric changes) and is said to offer high

levels of accuracy and repeatability, high

noise immunity and simple calibration

adjustment onrsite.

Tel: +44 (0)1268 526161

Fax: +44 (0)1268 533144

 

If you would like your new product releases to be considered for our Technology

News pages, please send the relevant information and pictures to:

Kim Jackson

Deputy Editor, Petroleum Review

61 New Cavendish Street, London W1M 8AR, UK
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update

 

At the time of writing, our

final course for 1999 — Price

Risk Management in the Oil

Industry — had just started

at the Moller Centre,

Cambridge, under the

direction of John Dobson,

and assisted by Daniel Carr

of NYMEX.

he mix of delegates’ backgrounds —

Tproduct traders, marketing analysts,

crude oil and operating managers and

assistants, risk and project managers,

together with auditors and refiners is as

diverse as their countries of origin with par—

ticipants from Israel, US, Brazil, Scandanavia,

and several European countries.

Having participated in the forerunner

course of 'Trading Oil on the

International Markets’ in October, I know

the week will be demanding intellectu-

ally — and socially — but very rewarding

and each delegate will learn new skills to

help them in their daily roles as traders or

in their support functions.

The combination of playiets acted out

by the collective team of speakers,

together with the development of the

syndicates‘ books through live trading

during the week, creates a stimulating

and competitive environment upon

which delegates thrive, thereby adding to

the overall enjoyment of the course itself.

In true New Year's style, it's a case of

out with the old and in with the new.

The first training course of our extended

portfolio for 2000 introduces both a

new subject and a new providing organ-

isation, namely: Environmental Risk

Management (ENV), in association with

Cordah Limited.

With even greater emphasis being

placed on environmental matters,

today's commercial managers can no

longer take a passive approach to them,

simply reacting as issues arise. They

need to actively incorporate into their

planning and strategic programmes

measures that take full account of the

potential outcomes and impacts of their

operations on the environment.

Accordingly, the course seeks to instil

and develop such an awareness in man-

agers and to ensure that they are pref

pared for any eventuality,

March 2000 also sees an extension to

the suite of Trading Courses currently

provided in association with Invincible

Energy, with the addition of the come

plementary ’Economics of the Oil

Supply Chain (ESQ’ course. 0

IP Training 2000
 

 

CORDEIH

Environmental Risk Management

organised in association with Cordah Limited

1—3 March 2000 (3 days)

30 October-1 November 2000 (3 days)

The Institute of Petroleum, London

This challenging and interactive three-day course provides delegates with

essential practical skills to manage their environmental risks and liabilities.

Using presentations and discussions, a team of experienced lecturers will

guide delegates through strategic, managerial and technical issues in envi-

ronmental management. Simulation exercises from actual oil and gas pro-

jects provide hands-on experience of environmental risk assessment,

strategy development, prioritisation and management.

Who should attend?

Anyone whose work includes environmental responsibility or who needs

to understand environmental issues, including:

0 Policy makers/senior management 0 Technical managers/specialist

personnel 0 Civil servants/regulators O Environmental/project engineers

O Engineering/facilities management contractors O HSE managers/specialists

0 Reputation managers/specialists

 

 

 

Economics of the Oil Supply

Chain (ESC)

organised in association with Invincible Energy V

27—31 March 2000 (5 clays)

Mailer Centre, Cambridge

Delegates will examine the various activities of the fictional Invincible

Energy Company to explore the economic forces which drive the oil

supply chain. They will concentrate on the main areas of risk and oppor-

tunity from the crude oil supply terminal, through transportation,

refining and trading to the refined product distribution terminal.

During their time in Invincible’s refinery delegates will learn about the

quality aspects of product supply. They will study refinery process eco»

nomics and the effects of upgrading. Blending to meet quality require,

ments at optimal cost will be examined. Delegates will construct and

negotiate a processing deal. They will then follow the crude oil and the

refined products from the refinery and look at the economics of various

alternatives. International markets and trading will be studied, together

with the various methods of price risk management.

who should attend?

This course is the essential foundation for people entering the oil industry

or for those with single function experience. It is ideal for those:

0 new to the downstream oil industry 0 with single function experience

in supply, transportation, refining or trading 0 in the E&P, finance, down-

stream marketing or IT departments of oil companies 0 working in

energyerelated government departments 0 writing about the industry

0 bankers, accountants, auditors and others associated with oil companies

and oil financing,

   
lNVl/VCIBLE

For more information please contact:

Nick Wilkinson, The Institute of Petroleum,

61 New Cavendish Street, London W1M BAR, UK.

Tel: +44 (0)20 7467 7151 Fax: +44 (0)20 7255 1472

e: nwilkinson@petroleum.co.uk  
or View the IP website: www.petroleum.co.uk
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information services
 

 

New library services for the

This summer saw the total

refurbishment of the

Institute of Petroleum's

library. When it reopened, in

the autumn, visitors found

that the UK’s premier oil

industry library had been

transformed. New pale oak

shelving has brightened the

room and provides ready

access to over 200 periodicals

and 10,000 books.

ew purpose built and well-lit

Nwriting surfaces accommodate

users’ work in comfort, complete

with points to plug in laptops.

Computers for visitors provide access to

the lnternet and the wide range of

computer-based data now available.

The library continues to offer the

largest collection of oilrrelated books

and periodicals in the UK (and possibly

in Europe). The collection of historic

publications stored in our newly refur-

bished rolling~stack store in the base—

merit contains a truly unique archive of

the industn/‘s history and development.

In addition to the library‘s unrivalled

stock of paper~based information, the

collection of CDs, tapes and disks has

become a major source of information

in its own right.

The greatest resource of the library,

 

Millennium  

The new facilities enhance the services available

0 12 visitors have space and light to work — and points to plug in laptops.

.Two computers are dedicated for use by library visitors to:

0 access our in-house data-bases.

.search the lnternet (including the Telerate Service).

0 use Reuters Business Briefing.

0 search the CD-ROMs we hold in our collection, including Petroleum Abstracts,

and make print-outs as required.

0a new colour printer allows you to print pages from the Internet.

You can also purchase photocopy cards if you need to make copies of journal

articles.

You can borrow up to three books, at any one time, free of charge, for up to

three weeks,

however, is its highly experienced staff,

Their intimate knowledge of where to

find data and information, their ability to

conduct tailored searches and to aid and

guide library users makes the lnstitute's

library a real service to the industry.

The Institute’s ever more comprehen

sive Website at provides a wide range of

industn/ information and links to other

relevant sites. It can be used either

remotely or on one of the visitor com-

puters in the library which are rather

faster than modem operated units. The

website contains a full catalogue of books

and information held in the libraiy 0

Remote access to the library’s services

Contact us by telephone, fax, mail, or e-mail for the following:

.Quick queries answered free. (E-mailed queries often allow us to give you

information in a few seconds by sending you entries from our databases, or

attaching word documents containing the information you require_

0 Extended research can be carried out for you by either of our Information

Officers using in—house material, books, periodicals, CD-ROMs, etc, or by

searching the lnternet, Reuters or other external databases. You will have to

pay for extended research, but this will be Within an agreed budget and our

charges are very reasonable. . .

.Ask to borrow items and, assuming they are available for loan, we Will send

them to you through the post. You will just be asked to refund the cost of

postage. _ .

0 Request photocopies of particular articles and we Will, for a small fee, make

copies for you, or will try to obtain them from another source if not in stock.

Items will be despatched the day the request is received and can be faxed if

required more urgently.

 

The IP Website

0 Lists and catalogues of the items

held by the Library; and lP publi-

cations for sale.

.The IP Members' section of the

Website where you will find addi-

tional databases and extra statis~

tical information,

OThe IP Statistics Service to which

you can subscribe for additional

addresses, statistics, cumulative

statistics, etc.

OEntries for IP members or consul-

tants can have a entry.

OThe Corporate directory for

desciptions of our corporate

members and links to their sites.

.Educational material for young

people rand new industry employees.

0 News in Brief.

0 Hundreds of links to relevant sites.
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NEW MEMBERS
 

 

 

Mr M W Andrews, FPD Savills

MrJ Brotherton, Chippenham

Mr A Brown, AMEC Process & Energy Limited

Mr T Brown, Aberdeen,

Mr A Dron, Ferguson Seacabs Limited

Mr S A Ellis, Ellis, Capel & Associates

Mr DJ Frood, 8P Amoco Exploration

Mr A Gupta, London

Mr 5 R Ireland, London

Mr R Kamat, Citgo Petroleum Corporation

Mr K H Lam, Hong Kong

Mr N P Laslett, Kent

Mr C Leeuw, Seaworx EV

Mr E O Mertoglu, Caleb Brett/Deniz Survey AS

Mr F Morton, Redcar

Mr S R Parsons, SRP Design Developments Limited

Mr R Scholfield, Leatherhead

Mr B Sekar, Brunei Shell Petroleum Co Sdn Bhd

Mr E Simpfendorfer. Dun 8t Bradstreet Limited

Mr W H E Steiniger, France

Mr K E Tan, Statoil

Mr R A Denyer FlnstPet

Mr Denyer is currently Terminal Manager at Van Ornmeren ENOC

Fujairah Terminal, based in Fujairah, United Arab Emirates. Mr

Denyer obtained his Class 1 Master Mariner certificate in 1984 from

Poplar College. He joined BP Shipping in 1972 and left to join Van

Ommeren Tank Terminal London in 1990. In March 1999 he took

up the position in Fujairah. His current responsibilities include the

management and developments of the terminal. Presently, he is

busy with the terminal phase 2 expansion involving an additional

210,000 m3 of storage which includes six tanks and associated lines

and systems for the storage and blending of Fuel Oil.

 

NEW CORPORATES )
 

Oxford Instruments (UK) Ltd, Osney Mead, Oxford OX2 ODX. UK

Tel: +44 (0)1865 269500 Fax: +44 (0)1865 269502

e: richard.foster-turner@oxinst.co.uk

Representative: Mr R] Foster—Turner

Global leader in supply of instrumentation for scientific research,

industrial analysis, healthcare and semiconductor processing.

Customers include most of the world's major companies aswell

Mr C D Thompson, Hertford

Mr P Tsirogiannos, London,

Mr R A West, Redcar

NEW STUDENTS J

Ms E M Fleckner, London

Mr X Lopez, Imperial College

MrJ R Philip, London

Mr J Wolsey, London

STUDENT PRIZEWINNERS)

MrJ Horsburgh, Fife

Mr N J Pink, Troy Petroleum Management Services Limited

Mr K S Whaley, Aberdeen

as the leading research institutes.

Waterous International Ltd, 5 Mount Street, Mayfair,

London W1Y 5AA. UK

Tel: +44 (0)20 7495 2025 Fax: +44 (0)20 7491 4123

e: wlon@waterous,co.uk

Representative: Peter G Hill

Independent advisory firm specialising in transactions in the

upstream petroleum industry, particularly active on clients’

behalf on industries in Canada.

 

 

First Intervention Training Ltd, The Training Centre, Shell

Haven, The Manorway, Corringharn $517 9LD. UK

Tel: +44(0)1375 676779 e: fitteam@fsbdial.co.uk

Representative: Mr M G Wills, Director

Provider of training, services and equipment in the fire, health &

safety, first aid and security sector. Fire Service awarding body

(NVQs) accredited centre. Accredited security industry assessors

and verifiers (NVQs).

C New publication )

 

 

 

 

 

 

IF THE INSTITUTE

OF PETROLEUM

Guidance Document on Risk Assessment for the Water

. Environment at Operational Fuel Storage and Dispensing Facilities

l The risk of causing pollution to the water environment has always been an issue of importance to the

petroleum industry, but is of increasing relevance as environmental awareness develops and new legal

i obligations are introduced. The Environmental Protection Act 1990, the Water Resources Act 1992, the

} Environment Act 1995 and the new Groundwater Regulations 1998 have all served to increase regulatory

i attention to the protection of the water environment. In addition, new regulations are being considered by

I the DETR to set minimum standards for above ground commercial and industrial oil storage facilities. This guid-

  
ance provides a useful first step in enabling an owner or operator of a fuel storage and dispensing

facility, or a vehicle maintenance facility, to assess whether the site is constructed and operated in a manner

which will ensure the risk of pollution to the water environment is minimised. It will help to ensure regulato—

ry compliance and to improve business performance by preventing loss of fuel due to inadequate engineering,

human error and accidents.

ISBN 0 85293 2561 25% discount for IP Members

, Available for sale from Portland Press Ltd at a cost of £60.00 inc. postage in Europe (outside

Europe add £5.00). Contact Portland Press Ltd, Commerce Way, Whitehall Industrial Estate,

Colchester C02 814?, UK.

Tel: +44 (0)1206 796 351. Fax: +44 (0)1206 799 331. e-mail: sales@port|andpress.com    
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@9 Discussion Groups & Events >

Energy, Economics, Environment

 

Joint/y with British Institute of Energy Economics

'0" Markets in 1999 and

the Outlook for 2000'

Thursday 13 January, 17.30

Dr Joe Stanislaw, President, Cambridge

Economic Research Associates

\Contact: Mary Scan/an, BIEE, Tel: +44 (0)20 8997 3707/

 

London Branch

‘Competitor Data and Mapping

in the Petroleum Retail Business’

Wednesday 19 January, 17.30

at The Infiitute of Petroleum, 61 New Cavendish Street, London

W1 M 8AR, UK

Nigel Lang, Managing Director, Catalist

Tea will be sewed beforehand and light refreshment afterwards 

 

 Contact: Carol Reader, Tel: +44 (0)20 8852 9168 if you

Qlan to attend this talk

 
 

THE COLLEGE OF PETROLEUM AND ENERGY STUDIES

PETJIULEUJYJ Jury gnaw

TIJJJJJJJVJ, 5000you;3:, 3UPPLY

,1no ry:-153,11»;rm
SIMRT 0000858 AT 0XFOItD — 2000

The College offers an extensive range 01 training programmes for personnel in me

“downstream" oil industry Each course contains vital elements tor the development 01

personnel employaoility. The programme commences with the introductory SP1

course, an excellent overview module and a foundation lor the other specmo

programmes listed below

./ International Oil Supply, Transportation, Refining and Trading

Code: SP1 20 , 24 March / 4 A 8 September 2000

2 International on Trading and Pricing

Code:TFl1 10714April/971306tober2000

J The Ilse at Advanced Instruments in lntemal‘lnnal Oil Price flislr

Management

Code: TRS 15 — 19 May I 20 — 24 November 2000

./ Forecasting in the Downstream on Business — A Practical Approach to

Techniques and Aoplieatiuns

Code: SPO 23 — 27 October 2000

J Trading Skills to Enhance Commercial Refinery Management

Code: RFT 28 — 31 March 2000

./ lntematlonal on Trading — A Practical Apnroach tn the legal Issue: tor

Succeshrl Management of claims and Disorrtes

Code: TEL 11 -14 December 2000

/ roar nislr Management in the lntemalional 0i! 5 Derivative Markets

Code: TRM 21 , 25 February I 21 , 25 August 2000

./ the Power and Energy Industry — The Management or Market Price lllslr

Code: TRP 4 — 7 December 2000

/ Fundamentals nl Petroleum Economics

, 9°19? FEE ,

For Further Inlarmalian Contact: Tel: (+44) 1365 250521

Jenny Butterwurth. (please quote rig/111410) Direcl: (+44) 1865 260203 '

The College 01 Petroleum and Energy Studies. Fax: (+44) 1865 791474

52 New Inn Hall Street, Oxtorct 0X1 200. o-mail: |enny@colpet.ac:uk

United Kingdom wen: htth/wwwcolfltaouk

7 724 7 27 January 2000
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Aberdeen

Contact:

1 1 Janua ry:

8 February:

East Anglia

Contact:

20 January:

23 February:

Essex

Contact:

12 January:

9 February:

Humber

Contact:

3 February:

London

Contact:

19 January:

16 February:

Midlands

Contact:

21 January:

23 February:

North East

Contact:

25 January:

1 February:

Northern

Contact:

25 January:

29 February:

South Wales

Contact:

18 January:

25 February:

Stanlow

Contact:

20 January:

10 February:

Yorkshire.I

Contact:

11 January:  webrua ry:

  

   

  THE

()P PETROL

 

Branch Activities

George Wood Tel: +44 (0)1224 205736

Aberdeen Harbour towards the let

Century by Barclay Braithwaite

Annual General Meeting

Brian Holloway Tel: +44 (0)1953 601312

Health & Safety — the Vital Elements in Oil

and Gas Operations, by Tony Stammers, HSE

(joint meeting with IMechE)

AGM, and Road Tanker Construction by

Graham Holiday

Arnold Carlson Tel: +44 (0)1268 794615

The Shell Haven Story by Chris Lambert and

Lou Parsons of Shell Haven Refinery

AGM, and Energy Trends for the Millennium

by Tamara Earley of Greenergy

David Hughes Tel: +44 (0)1469 555237

AGM, and Simon Storage Killingholme

Project

Carol Reader Tel: +44 (0)20 8852 9168

Competitor Data and Mapping in the

Petroleum Retail Business by Nigel Lang,

Managing Director, Catalist

16th World Petroleum Congress: Why You

Should be There! by Jim Gray, Chairman,

Canadian National Organising Committee, WPC

Margaret Ward Tel: +44 (0)1299 896654

Dinner dance (iointly with British Lubricants

Federation)

Factory visit, AGM and technical paper on

petroleum road tankers

John Sparke Tel: +44 (0)1642 5464“

Developments in Energy, by Ian Burdon,

Merz & McClellan (joint meeting with the

Institute of Gas Engineers)

AGM, and Transport and the Environment

by Martin Maeso, IP Environment Manager

Alan Holt Tel: +44 (0)161 875 3242

Site visit to the Great Lakes Chemical

Corporation, with a talk on fire resistant fluids

AGM and social event

Steve Vines Tel: +44 (0)1646 600679

Visit to Thomas Within Brewery, Llandeilo

AGM, and The Story of Pembrokeshire

Wine, by John Hamilton-Cowburn

John Wellsteeo' Tel: +44 (0)151 479 4962

AGM, and Sharing a Vision, by a speaker

frorn Shell

Fuelling the Armed Forces on Active Service,

by Capt. Mcllveen, The Royal Engineers

Ivor Bennett Tel: +44 (0)1484 713201

The World of Biocides (speaker TBA)

AGM, and hotpot supper with guest speakerj
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European Conference on

 

Transport 2000 and Beyond —

Alternative Fuels in the 21St Century

London: 23—24 March 2000

0 New improved engine technologies

The development of 'cleaner’ fuels

Using gas and gas-derived products

Daimler—Chrysler's commercially available fuel cell

car in 2003,

These are just some of the developments that indicate the

timeliness of this IP European Conference organised in

association with AFTP (F), DGMK (D), CEP (E), RBPI (B) and

ECN (NL).

Bringing together government and supranational

authorities, suppliers of fuels and both fuel and engine

technologies, evaluating the pace and direction of the

development of transport fuels, this important European

Conference will also consider how choices are made and

the levers that can be used to direct public policy These

factors will dictate the strategic future of transport fuels

and be of interest to suppliers of fuel, technologies and

equipment, motor manufacturers, their customers and oth—

ers interested in transport policy

The programme and registration form will be

bailable in January.

 

International Conference on

’Digital Black Gold' — E-commerce in

the Oil and Gas industry

London: 11 April 2000

’E commerce has saved the corporation $1bn’

Jack Welch CEO of General Electric

Maybe you buy books from amazon.com or groceries

from Tesco on the Net but how does this relate to making

the oil and gas industry more efficient, cost effective and

competitive in managing the supply and customer chain?

The IP Conference 'Digital Black Gold’ brings together

experience from other industries, the facilities and services

available from specialist Internet companies, analysis of

financial and legal obstacles and initial findings of energy

companies

This conference is not aimed at IT specialists but rather at

managers who need to understand the implications of

e—commerce for their business and may have a part to play

in implementing e-commerce strategies.

Sir John Browne has said that 95% of BP Amoco’s supply

chain management will be via the Internet by the end of

2000! Perhaps you should be there!

The programme and registration form will be

available in January.

 
 

 
 

  

International Conference on

INTERSPILL 2000 fi
\

xERSP/[(

Brighton, UK

28—30 November 2000

A major conference and exhibition featuring the activities

of the European spill response industry, both at sea and on

land, under the direction of the British Oil Spill Control

Association and organised by the Institute of

Petroleum, It is planned that INTERSPILL 2000 will be the

first in a regular series of such events,

2000

Topics to be covered

 

The topics to be discussed during the conference sessions,

and through the exhibition and its associated poster pre-

sentations, will include:

0 the nature of the response problem in all its aspects;

0 the avoidance of secondary releases in marine casualty

situations and the implications for response provision;

O the influence of shoreline and inland characteristics,

and the different response requirements for water and

solid surfaces;

0 the strengths and weaknesses of available techniques

and equipment in respect of operational factors;

0 waste disposal options and the impact of regulations on

option choice, storage, handling, and transportation;

0 the limited capacities of authorised waste disposal facil—

ities, and the consequent need for ways of minimising

the amount of waste arising from pollutant clearance

operations;

0 the means by which pollution response can be

improved through the pooling of all available expertise

and resources within governments and the private sec-

tor; and the scope for further innovation in equipment,

techniques, and operational planning,

Who should attend?

 

INTERSPILL 2000 will be of interest to all who are concerned

about the environment and involved in its protection,

including:

0 national and international environmental agencies;

0 oil, chemical, and transport industries;

0 port and harbour authorities, and offshore oil field

operators;

0 central and local authorities, and emergency services.

The programme and registration form will be

available in March.

A Trade Exhibition will accompany this event.

l To add your details to the mailing lists, please contact:

Pauline Ashby, Conference Department, Institute of Petroleum,

61 New Cavendish Street, London W1M 8AR, UK

Tel: +44 (0)20 7467 7100 Fax: +44 (0)20 7255 1472 e: pashby©petroleum.co.uk

or view the IP Web Page: www.petroleum.co.uk
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25—27

Petroleum Process Plant

Maintenance

Details: Sarah Watson, Energy

Logistics international Ltd, UK

Tel: +44 (0)1628 671717

Fax: +44 (0)1628 671720

e: sarah@energylogisticscouk

London

26-28 Houston, Texas

Oil & Gas Offshore West Africa

Details: Strategic Research Institute, US

Tel: +1 800 599 4950

Fax: +1 212 967 8021

e: info@srinstitute,com

20—21 London

Decommissioning of Offshore Oil

and Gas Installations

Details: IBC Global Conferences Ltd, UK

Tel: +44 (0)20 7453 5491

Fax: +44 (0)20 7636 6858

e: cust.serv@ibcul<.co.uk

Forthcoming

IF Woolc 1.4 February

Lander: 0!! and Pas: An

Industry Flt for the Millennium

Dotalls: Paullno Ashby,

Tho Inotltuto of Petroleum

IP Week: 15 February

tum: Mommaofan

Energy mist-y

Details: Paullne Ashby,

The lnstltuto of Petroleum

 

11-14 Surrey, UK

Understanding Oil Supply Logistics

Details: Petroleum Economist, UK

Tel: +44 (0)20 7831 5588

Fax: +44 (0)20 7831 4567/5313

e: jackets©petroleumeeconomistcom

16-19 Pattaya, Thailand

Oil & Gas Thailand 2000

Details: Heather Edkins, Overseas

Exhibition Services Ltd, UK

Tel: +44 (0)20 7862 2073

Fax: +44 (0)20 7862 2078

e: hedkins©montnetcom

lPWoolc11 February

laden: "BMW-1h.

KoylofilollalflllSupply

mus: Paullno Ashby,

The Institute of Petroleum

 

22—23

North Africa Oil & Gas

Details: IBC Global Conferences Ltd, UK

Tel: +44 (0)20 7453 5491

Fax: +44 (0)20 7636 6858

London

23-24 London

Health Effects of Vehicle Emissions

Details: Energy Logistics

international Ltd, UK

Tel: +44 (0)1628 671717

'9 W09“: 1‘ WWI"! Fax: +44 (0)1628 671720

BRUARY 2000 Landon:13th0ilhloo5anilw e: enquiries@energy|ogistics.co.uk

9 10 L d I 28— V'
— On On

29 Iennalhlatlllty-Futumand
3rd Annual E&P Data Management _ ist European Catalyst Technology

in Oil 8i Gas Diornafllosl'ol tile Olllllalkeb Conference

Details: Pauline Ashby,

The Institute of Petroleum

Details: SMi Customer Services, UK

Tel: +44 (0)20 7252 2222

Fax: +44 (0)20 7252 2272

IP

OMS '99: International Conference Proceedings on

Offshore Marine Support

Details: EPC, Technology Conference

Tel: +44 (0)1483 771061

Fax: +44 (0)1483 756932

New publication >

  

 

 

THE INSTITUTE C

0F PETROLEUM

 

A joint IP / ABR Company Conference held in Southampton 12 — 13 October 1999

Organised in association with The Nautical Institute and the Norwegian Petroleum Society

Supported by Offshore Marine Service Association, Ul< Offshore Operators Association, Standby

Ship Operators Association, and The Institute of Marine Engineers

Marine services represent a substantial operating expense for all oil companies developing, operating or
decommissioning offshore fields or other facilities. This conference brought together key personnel from
both the oil and offshore marine industries to learn about the most significant recent developments affect,
ing the offshore industry and the latest capabilities available to marine service companies, yards and naval
architects. The bound proceedings are now available for sale, and will be of particular interest to vessel own,
ers and operators, builders and naval architects, oil industry charterers, logistic managers, offshore contrac-
tors, shipbrokers, project engineers, regulators and safety authorities, and classification societies.

Over 150 pages of proceedings, including all speakers' papers.

ISBN 0 85293 268 5

Available for sale from Portland Press Ltd at a cost of £125.00 inc. postage in Europe (outside
Europe add £5.00). Contact Portland Press Ltd, Commerce Way, Whitehall Industrial Estate,
Colchester C02 8HP, UK.

Tel: +44 (0)1206 796 351. Fax: +44 (0)1206 799 331. e-mail: sales@port|andpress.com  
      

For a complete and up-to-date listing of all IP Publications see our website:

  .petroleum.co.uk
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Petroanalysis '99 — Automation for the

Millennium: in-line, on-line and off-line

he Petroanalysis '99 symposium, jointly organised by the

Institute of Petroleum and the Royal Society of Chemistry’s

Automatic Analytical Division, was recently held at BP Amoco’s

Sunbury Research Centre in the UK.

Presentations were made on developments in analytical

instrumentation, techniques, technology and information

technology (IT) which could be of major value to the petrole-

um industry. Particular attention was paid to developments

relating to automation of monitoring and analytical proce-

dures for measurement of quality and composition of refinery

streams and products, both in the plant and in the central lab-

oratory. An exhibition of equipment described in the presen-

tations was held in conjunction with the symposium.

A variety of subjects were covered by the presentations:

BP Amoco presented its on»line TOPNIR NIR/modelling system

as applied to gasoline blending control. Changing gasoline spec-

ification requirements will require better control of a greater

number of parameters and improved blending diagnosis. The

TOPNIR system enables data to be fed to an optimser, allowing

closed loop control of the blending process~to be maintained.

Shell Global Solutions explained how its NIR implementa-

tion team provides services in the implementation of NIR sys-

tems in refineries to assist product quality management to

reduce avoidable product giveaway by application of accu-

rate and reliable instrumentation and back-up technology.

Services provided include training, modelling support, master

planning, scouting studies, technical coordination and com

missioning assistance

Petrospec presented an application of Mid-IR spectroscopy for

determination of the chemical and physical properties of fuels.

The company has developed various portable analysers for spe-

cific applications, such as gasolines, diesel fuels and aviation fuels.

Foxboro described its Nuclear Magnetic Resonance (NMR)

process analysis system, illustrating its application by providing

comparative predictive data for cetane index and distillation

characteristics,

For some years a nonesubjective instrumental method of rat-

ing JFFOT (IP 323/ASTM D 3241) tube deposits has been sought

to replace the visual rating method as the specification

method for jet fuel thermal stability. BP Amoco has identified

ellipsometn/ as a suitable technique for accurately measuring

the thickness/volume of the tube deposits, This has resulted in

the development of a dedicated JFTOT tube analyser by col-

laboration between BP Amoco and Philips, which satisfies the

lP/ASTM requirements.

Stanhope-Seta presented its new instrument based on Shell's

HiReTS (High Reynolds Number Thermal Stability) technology to

measure quantitatively the thermal stability of aviation fuels. The

principle of HiReTS allows the fuel to be pumped at high pressure

through a heated stainless steel capillary tube. The thermal prop-

erties of deposits formed in the tube are measured using a

pyrometer. The instrument is expected to be commercially avail-

able this month. Standard test methods (IP and ASTM) are being

drafted, with 2002 being the target date for completion

The measurement of diesel engine fuel quality by the lP

41/ASTM D613 cetane engine method, is seen by the industry to

have several drawbacks. Predictive techniques to estimate

cetane number from physical properties also have limitations

More costeeffective and more precise methodology is required

to comply with approaching new fuels specifications. Esso

Research described an ignition quality determination method,

developed by SouthWestern Research, based on diesel fuel igni-

tion delay under real combustion conditions in a laboratory

bench-top apparatus Initial testing has been very successful,

and inter—laboratory correlation tests are planned.

Analytical Controls presented its vision of the future for on-

and off-line gas chromatographic (GC) techniques, illustrated

by the company’s predictive method for 086 distillation

behaviour of gasolines calculated from GC detailed hydrocar»

bon analysis data.

On-Iine sulfur and nitrogen determination was the subject of

Antek’s presentation. Its instrumentation for this basically

applies the same technology as the company's laboratory mod-

els for these elements, ie UV fluorescent for sulfur and chemi-

luminescence tor nitrogen. This talk was primarily concerned

with Antek's claims to achieve veiy low detection limits (mg/kg

range) using its current (bench) instruments, but did not offer

any specific evidence obtained with oneline instrumentation.

The meeting provided a good overview of what is currently

available in analytical technology for improving refinery

process quality, and also gave a good indication of the way in

which future applications are developing. However, despite

the various claims of the techniques described, one important

factor remains common to all applications — to build and main-

tain a calibration/correlative database, accurate data from ref-

erence methods is still required to ensure the success of the

predictive techniques. ,

A laboratory that can deliver accurate and precise results is

therefore of paramount importance, otherwise the advantages

offered by the quicker on-Iine and at—line techniques will be lost.

This emphasises the importance of applying good quality

assurance practices such as SQC and participation in good and

well-organised inter-laboratory correlation schemes such as

those run by the 1P and major oil companies.

 

 

More ISO/TC 67 successes

As reported during 1999, ISO/TC 67 succeeded in making con»

siderable progress by publishing several standards for use by

the petroleum and natural gas industry. Towards the end of

the year the following were published.

ISO 14691 ’Petro/eum and natural gas industries — Flexible

couplings for mechanical power transmission —

General purpose applications“

ISO 10432 ’Petroleum and natural gas industries —

Downhole equipment — Subsurface safety valve

equipment’

‘Petroleum and natural gas industries — Pipeline

transportation systems 7 Pipeline valves’

ISO 14313

ISO 13879 ‘Petro/eum and natural gas industries — Content

and drafting ofa functional specification'

ISO 13880 ’Petro/eum and natural gas industries — Content

and drafting of a technical specification’

Full details of these standards, and the benefits that their

use will provide, will be outlined in future issues of Petroleum

Review. The same details can also be found on the IP website

at www.petroleum.co.uk/tech/stds Progress in meeting the

challenge of ISO/TC 67 publishing 30 standards in 2000, will be

reported throughout the year.

ls your company making use of the expanding suite of

International Standards yet?

ur website can be f nd @ www.petroleum.co
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