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LNG's Role in North American & Caribbean Gas Supply  

03/28/2001  

Houston PR Newswire 

The June 27-29 conference, entitled "LNG's Role in North American & Caribbean Gas Supply," (www.lngexpress.com) will cover the dynamics that are leading to North American gas supply shortages, how long they are expected to last, and what sources of natural gas are available from conventional means to meet demand. The conference, which is organized by Zeus Development Corporation; the publishers of the LNG Express Newsletter, will then focus on opportunities for LNG, including the capacities and timing of current terminals, the prospects for new mainland and offshore terminals, and the opportunity for broader terminal networks in the Caribbean, including those facilities that might supply gas or electricity to the United States. "LNG's Role in North American & Caribbean Gas Supply" will be held at the Crystal City Marriott in Arlington, Virginia. To register, contact Mel Ladin at Zeus Development Corp., 832-200-3704 or mladin@zeusdevelopment.com.     

The winter of 2000/2001 confirmed the shift in the United States from a buyer's to a seller's market. Gas supplies for North America ran short as demand rose from colder weather, higher electricity demand and shortages in storage from the previous year. More and more supply is shifting from the U.S. Gulf Coast to Western Canada as offshore exploration in the Gulf of Mexico has moved into deeper waters making gas development more difficult. U.S. demand for gas-fired power generation is expected to keep gas demand high through the summer of 2001, siphoning off gas that would have been destined for storage.  Meanwhile during the long gas bubble of the 1980s, drilling rigs and experienced field personnel dwindled from thousands to several hundred. The current rig count for North American gas exploration and production is near full capacity at just over 600 rigs, so the industry is constrained on how quickly it can find new reserves to recover. 

The U.S. has not experienced shortages of natural gas like this since the 1970s and early 1980s when it was feared that the nation would run out of gas in 10 years. Four LNG import terminals were built to supply natural gas from North Africa, Algeria. These terminals are capable of supplying up to 5% of total U.S. gas consumption, about one trillion cubic feet per year. Plans are underway to have all four terminals fully operational by the end of 2002. 

Conventional wisdom is that no new terminals would be built in the United States due to EPA laws and local citizen protests regarding any facility perceived to be unsightly or dangerous. Now, El Paso, a company that was burned by Congress in the 1980s; by the ruling that take-or-pay LNG contracts with Algeria were invalid, is challenging conventional wisdom. They have announced plans for five new terminals to be built in North America: one in the United States, one in the Bahamas and three in Mexico. Chevron has announced it is also studying several sites for a North American west coast terminal. New LNG plants in Venezuela, Algeria and Northern Australia even Peru might supply these terminals. 

Other companies, such as Enron, Union Fenosa and AES, have announced plans to build terminals in the Caribbean to supply gas to independent power production (IPP) plants ranging from 400 to 1,000 megawatts. Moreover, LNG facilities on Caribbean Islands close to Florida might export gas or electricity via undersea pipeline and cable. Floating offshore LNG terminals may also offer a means to bring LNG into the United States with less environmental and community concern. 

______________________________________________________________________________________ 

China, India To Comprise 18% Asia LNG Use By 2010 

 03/29/2001  

Dow Jones Energy Service  

China and India are expected to account for 18% of Asia's liquefied natural gas use by 2010, making them key growth areas for LNG suppliers this decade, a senior energy analyst said here Thursday. 

Major LNG producers are competing for both potential markets, Al Troner, managing director of Asia Pacific Energy Consulting, said, addressing an industry conference held in Beijing Thursday through Friday.  

The lion's share of supply to both countries will come from production centers in the Middle East, Southeastern Asia and Australia, he said. Troner said both countries have realized that they cannot depend fully on coal or crude oil for energy consumption. He said India is likely to edge out China in the race to emerge as the region's next major LNG importer. India has prioritized LNG imports and the government has a decentralized approach to LNG planning. Several LNG import terminal projects have been proposed. 

AUSTRALIA'S WOODSIDE PETROLEUM TO SELL LNG TO JAPAN'S KYUSHU  

03/29/2001  

Asia Pulse  

North West Shelf operator, Woodside Petroleum Ltd, has signed a Letter of Intent with Japan's Kyushu Electric Power Co Inc for the sale and purchase of 500,000 million tonnes a year of liquified natural gas (LNG). Woodside said the agreement covers LNG supply for a long- term arrangement starting April, 2006. 
Kyushu Electric is Japan's fourth largest power utility and seventh largest consumer of LNG, currently using about 2.5 million tonnes a year. Its services cover the entire southern island of Japan, which has a population of around 13 million. Woodside said Kyushu is one of the NWS's foundation customers taking about 1.05 mtpa of LNG under an original 20-year agreement that began in 1989. 

The Perth-based company said negotiations are continuing with other Japanese customers and agreements for further LNG sales are expected to be concluded in the near future. 

Woodside LNG train to restart on weekend  

03/29/2001  

Reuters English News Service   

A North West Shelf liquefied natural gas production train shut down by a compressor failure should return to operation on the weekend, project operator Woodside Petroleum Ltd said on Thursday. 

Train one was shut down on March 19 by the compressor failure and Woodside brought forward a 10-day maintenance program that was planned for the end of March. "At this stage we expect the train will be operational over the weekend," a Woodside spokeswoman told Reuters.  

Contender for LNG contract cries foul  

03/26/2001  

The New Straits Times  

ESSAR Shipping of India, which submitted a joint tender for the carriage of LNG for the Indian market with Malaysia International Shipping Corporation, has alleged that the successful bid by Shipping Corporation of India (SCI) and MOL of Japan is in violation of tender specifications.  The other unsuccessful tender by The Great Eastern Shipping with Exmar of Belgium also protested against the award of the transportation contract that requires the use of two LNG carriers over a 25-year period for ferrying LNG from the Arabian Gulf to Petronet LNG's terminal at Dahej on the Gujarat coast.  

The Great Eastern-Exmar tendered US$73,680 (RM279,984) for the first vessel, and US$82,250 for the second, with a three per cent escalation factor for the next 25 years, starting 2004. The Essar Shipping-MISC bid was for US$79,900 and US$81,000 respectively for the two vessels, with an escalation factor of three per cent for both vessels. It is believed that the SCI-MOL consortium quoted a charter hire rate of $69,000 per day, which was below the rate quoted by the other two short- listed contenders. 

The US $400 million contract, floated by Petronet LNG Limited of India, called for the supply of two LNG carriers for the transportation of five million tones of LNG per annum from Ras Laffan LNG Company of Qatar to the Petronet LNG receiving terminal at Dahej in Gujarat. 

LNG To Overshadow Pipelines In India Gas Supply -Petronet  

03/29/2001  

Dow Jones Energy Service  

Because of inherent political and technical restraints, pipeline proposals to deliver natural gas to India will be overshadowed by the more viable and optimal shipping of liquefied natural gas, Suresh Sharma, geologist at Petronet LNG Ltd., said Thursday. Sharma said a pipeline proposal from gas-rich Iran through Pakistan to India will remain under consideration, but other touted proposals such as routes from Burma and Bangladesh are not a real possibility. 

With energy consumption projected to grow by about 7% a year in the next 12-15 years, India needs an optimal basket of fuel supplies, Sharma said. The share of natural gas in India's energy pool is expected to reach 20% by 2020 compared with 8% currently, he said, adding that the country's current import bill for petroleum products is $15 million and likely to increase. India will need to have installed an additional 60,000-70,000 megawatts of power within 10 years for its domestic industrial needs

India's Petronet LNG offers Qatar stake in terminal  

03/29/2001  

Reuters English News Service  

India's Petronet LNG has offered Qatar a 10 percent stake in its Dahej liquefied natural gas (LNG) terminal in a bid to deepen producer-consumer ties, a Petronet official said on Thursday. "We want to get the presence of each partner along the chain," Suresh Sharma, a senior official at Petronet LNG said on the sidelines of the Middle East Petroleum & Gas Conference. 

Petronet has been offered a five percent stake in Qatar's Ras Laffan LNG Company-2 (Rasgas-2) which will supply the Indian LNG importer with an annual 7.5 million tonnes for 25 years starting in 2003.  Capitalized at $550 million, Rasgas-2 is now owned 70 percent by Qatar Petroleum and 30 percent by U.S. ExxonMobil . Rasgas-2 will supply five million tonnes per year of LNG to Petronet's Dahej west coast terminal from 2003 and 2.5 million tonnes per year to the company's Cochin facility from 2004. 

Japan's Mitsui OSK Lines bags LNG tanker contract  

03/29/2001  

Reuters English News Service  

A consortium led by Japan's Mitsui OSK Lines has won a contract for the construction and time chartering of two LNG tankers for India's Petronet LNG Ltd, a company statement said on Thursday. 

The tankers will have a capacity of 138,000 cubic meters each.  

Shipping Corp of India Ltd (SCI) and Nippon Yusen Kabushiki Kaisha (NYKK) and Kawasaki Kisen Kaisha Ltd (KKK) are the other members of the consortium. The time charter agreement would be for two LNG tankers for transportation of liquefied natural gas (LNG) from RasGas, Qatar to Dahej LNG terminal in Gujarat for 25 years. The Dahej LNG terminal would be completed by December 2003.

ExxonMobil Indonesia cites force majeure on LNG delivery  

03/23/2001  

AFX (AP)  

ExxonMobil Indonesia has cited force majeure in a letter to Pertamina on its failure to deliver the amount of liquefied natural gas in its contract with the state utility. The letter states that security issues in the Arun field in Aceh province forced the company to halt production earlier this month, the newspaper said.  "The letter of force majeure from ExxonMobil has been sent to Pertamina," Bisnis Indonesia quoted Pertamina president Baihaki Hakim as saying. Hakim said he has not yet informed Pertamina's customers, but added that LNG supply to South Korea and Japan is temporarily covered by the country's other LNG field in Bontang, East Kalimantan. 

He added that Pertamina itself has not cited force majeure on LNG delivery to these countries. Hakim also said that ExxonMobil is still determined to resume production at the Aceh LNG field once the current security problems are resolved. 

Wahid Accuses ExxonMobil of Halting Aceh Operations to Revise Gas Contract  

03/23/2001  

Dow Jones Business News  

Indonesia’s President Abdurrahman Wahid said Friday that ExxonMobil Indonesia Inc. stopped operations at its natural-gas production facilities and liquefied natural gas plant in troubled Aceh province to put pressure on the government to re-negotiate its operational contract. "I think people in ExxonMobil, Indonesia deliberately closed the operations in efforts to change the agreement with the government," Mr. Wahid told reporters. 

ExxonMobil Indonesia denied the accusation, saying it had suspended operations earlier this month purely for security reasons. "We closed down because of security concerns for our people and people living near our operations," said Julia Tumengkol, a spokesperson for ExxonMobil Indonesia. "There are no negotiations of contracts going on. 

Under its current operating contract, the unit of ExxonMobil Corp. (XOM) takes 30% of revenues from the sale of natural gas, while Pertamina takes a 70% share. Pertamina says it has lost $10 million since ExxonMobil, which operates the three onshore gas blocks, stopped operations two weeks ago, and could lose up to $100 million if the company doesn't resume production by April. 

JAPAN: Key Asian buyers say LNG needs covered until Sept.  

03/28/2001  

Reuters English News Service  

Buyers of Indonesian liquefied natural gas in South Korea and Japan said on Wednesday they were able to cover immediate requirements without Indonesian supplies from the Bontang Centre beyond July. The comments came after Indonesia's state oil company Pertamina said earlier there would be no spare LNG supplies from the Bontang Centre, which boasts the country's largest LNG plant, in East Kalimantan beyond July. 

Pertamina had been offering some LNG cargoes from Bontang to compensate for a shortfall in supplies from Indonesia after the PT Arun NGL plant in Aceh province was forced to close in the wake of the shutdown of major gas fields in the region.  Japan's Tohoku Electric Power Co Inc, which had relied on the Arun plant for three-quarters of its LNG use, said its requirements were covered until September, even without supplies from the Bontang Centre beyond June. 

"Pertamina had offered to supply us with cargoes from Bontang for April and May, but the offer had not included the months after that," a Tohoku Electric spokesman said. The spokesman reiterated it had received a number of offers from other LNG suppliers, adding the company had received enough offers to cover its needs until September. An official at state-run Korea Gas Corp (KOGAS) told Reuters it had enough supplies to meet summer demand even if the situation in Aceh is not resolved by that time. "We will have enough in inventory by the summer because we are currently in the process of building up stocks," said Kim Seon, an official at the company's procurement division. 

Enron presents power plant plan to Japan govt.  

03/28/2001  

Reuters English News Service  

U.S.-based Enron Corp on Wednesday presented plans to build a liquefied natural gas fired power plant in northern Japan, aiming to become the first foreign company to build such a plant in Japan. The move brings Enron one step closer to realizing its plan to build a power plant with an initial capacity of two million kilowatts in Aomori prefecture. "We submitted our basic plan to build the plant to the governor of Aomori prefecture today in line with last November's announcement," Tatsuro Seguchi, president of Enron Corp's Japanese affiliate Encom Corp, told a news conference. "We are aiming to start construction of the plant in 2004 and start operations by 2007 since Japan's power market is one of our highest priorities," he said. The company still needs to clear several hurdles, including an environmental assessment. 

In November last year, Encom announced it would spend about 20 billion yen ($163.8 million) on the new plant. Seguchi said, however, that the cost of purchasing land and building LNG-related facilities was adding up to more than initial estimates. He said the company now expected to spend far more than 20 billion yen and possibly over 100 billion yen, but he declined to provide specific figures. Seguchi said a plant with an initial capacity of two million kilowatts would require the equivalent of two million tonnes of LNG per year. 

The plant, to be built by E Power Corp, a wholly owned unit of Encom could eventually expand capacity to 3-4 million kilowatts if there is enough demand. North America's leading buyer and seller of electricity and natural gas set up Encom Corp in 1999 with leading Japanese firm Orix Corp to look into entering the market. 

S Korea Secures 2 Indonesia Bontang LNG Cargoes For Apr 

03/26/2001  

Dow Jones News Service 

South Korea has secured two additional cargoes of liquefied natural gas from Indonesia's Bontang gas field to substitute volumes lost from a supply disruption at Arun gas field, an official at Ministry of Commerce, Industry and Energy said Monday. One 56,000-metric-ton cargo of LNG is scheduled to load from Bontang April 7 and arrive in Pyongtaek April 13. Another 56,000-ton cargo of LNG will load from Bontang April 16 and arrive in South Korea April 22, the ministry official said.  

"We don't need to make any more additional supply arrangements (for April)," the ministry official said. "We have enough for April when the two cargoes arrive from Bontang." South Korea has been in talks with several suppliers to supply substitute LNG volumes to compensate for the supply halt from the Arun gas field in Indonesia's Aceh province. 

Kepco To Seek Normal May Fuel Oil Volume; Ample LNG Supply  

03/29/2001  

Dow Jones Energy Service  

South Korean utility Korea Electric Power Corp. (KEP) plans to tender for normal spot volumes of low sulfur waxy residue and medium sulfur fuel oil in May, as concerns fade of disruption in its liquefied natural gas supply, a Kepco official said Thursday. Officials from Korea Gas Corp. (Q.KGS), or Kogas, have assured Kepco of normal LNG supply through July, the Kepco official said. Kogas supplies Kepco with LNG, sourced in part from Indonesia's Arun LNG plant.  

Kogas has managed to source LNG cargoes from Bontang, Indonesia, Malaysia and Brunei, after Exxon Mobil Corp. (XOM) ceased operations at the Arun gas fields which feed the LNG plant in Aceh, Indonesia. Kepco will request 400,000 barrels of LSWR for early May delivery and one or two, 80,000-metric-ton cargoes of 2.5% sulfur, 180-centistoke fuel oil for second-half May delivery, the official said. The volume is in line with its usual monthly purchases. Kepco had earlier considered increasing power generations from coal and fuel-oil fired plants, to make up for any shortfall in supply to its LNG-fired plants. 

Shell's Watson on Development of Mideast Gas Industry: Comment

3/29/2001 

Bloomberg                                                                                 

The following comments on the Middle East's natural gas industry are from a speech made by                    

Charles Watson, a director with the Royal Dutch/Shell Group, at the Middle East Petroleum & Gas conference in Dubai. “The gas business in the Middle East is maturing from a relatively simple upstream industry to a fully integrated value chain within the region and beyond. This is likely to accelerate”. “We look at the opportunities in the integrated value chain in six operating categories, liquefied natural gas (LNG), gas to liquids, marketing and trading, power, residential and infrastructure.''                                                               

Shell's partner, Oman LNG, is a world cost leader in the industry. “ There is a steep learning curve in LNG technology and it will continue. Developing the resource is no longer enough. A very keen eye has to be kept on the cost curve.”  “Only world-scale developments, and world cost leaders, will deliver the benefits that local owners require”. Through embracing diversity we are building an organization that can deliver world class solutions in local, customized ways.

Ras Laffan partners to come to market to finance third  train

3/24/2001
Financial Times staff in London

Qatar Petroleum and Exxon Mobil will come to the market shortly with financing for the third train of the Ras Laffan liquefied natural gas project in Qatar. The companies will be in the market with $1.2bn in bank and export credit agency financing to fund further expansion at the site. The latest stage of the project will provide LNG for supply and purchase contracts signed in July 31 1999 with Petronet of India. 

Stage one financing for Ras Laffan was funded in part through a Rule 144A, $1.2bn bond issue in 1996. At the time it was the largest project bond of its type and was seen as a benchmark for capital market project financing. Credit Suisse First Boston and Goldman Sachs acted as joint leads for the deal. 

S&P responded to news of the next stage of financing by affirming the BBB+ rating for Ras Laffan's bonds. To insulate the original project company from the latest financing, the next expansion and funding will be carried out through a separate project company. 

Ras Laffan is a two-train LNG plant with a potential capacity of about 6.4m metric tons a year. Exxon Mobil has a 26.5 per cent stake in the project through its subsidiary Mobil QM Gas and Qatar Petroleum holds a 66.5 per cent stake. Ras Laffan's operating margins for 2000 were about $708m. 

El Paso Appoints William A. Smith to Lead LNG Business  

03/28/2001  

PR Newswire  

El Paso Corporation announced today the appointment of William A. Smith, executive vice president of El Paso Corporation, to oversee the continued development of its liquefied natural gas. Previously, Smith was executive vice president of Corporate Development for El Paso and was responsible for the company's capital review process. Prior to joining El Paso in 1999, Smith was the executive vice president and general counsel of Sonat Inc., where he led business development efforts along with legal and government affairs. He also previously served as vice chairman of Sonat Exploration and president of Southern Natural Gas Company. Smith holds a bachelor's degree from the University of Virginia and graduated from the University of Alabama School of Law. 

El Paso has announced plans to bring LNG supplies to North American markets by developing new LNG terminals in the United States, Mexico, and the Bahamas. The company holds long-term capacity at the Elba Island and Cove Point LNG facilities, which are being reactivated, and is importing LNG to the Lake Charles terminal. A contract for long-term LNG supplies from Trinidad has been finalized and negotiations are under way for additional LNG supplies from other countries. Earlier this month, the company announced a letter of intent with Phillips Petroleum to purchase LNG from Australia over a 17-year period. 
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