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US MAJORS RUSH TO LNG AS ENERGY HEADACHES MOUNT IN CALIFORNIA
04/04/2001
Lloyd's List International 
 
California is a Third World country that is saddled with a power crisis, and suppliers are looking to plug the gap. “As long as California is a Third World country, we won't build Dollars 2bn manufacturing plants here.”  The damning verdict of Intel chief executive Craig Barrett must be ringing in the ears of the authorities in California, which is once again gripped by power shortages. It is no wonder that US energy groups are scrambling to set up new projects to import liquefied natural gas, the clean fuel of the future, to the US west coast.

Applying the Third World label to California, the US's wealthiest state and home of high technology, should be rich in irony. When it comes to the coupling of California and energy, however, irony doesn't enter into it. Several factors have colluded to saddle California with an energy crisis that would shame most Third World countries. Chief among these is the fact that construction of new power plants is a slow, difficult, and heavily regulated process there has not been a single new power plant built in California in the past decade. As a result, growing demand has far outstripped in-state generating capabilities. Moreover, California deregulated wholesale power prices while capping the rates paid by consumers, leaving demand unrestrained and preventing utilities from recovering their costs. Now, rolling blackouts are discouraging new investment in California and encouraging companies to shift existing production to states with more reliable power supplies. 

Power shortages, rising demand, and surging natural gas prices in the US are combining to make LNG from the Asia-Pacific region look tempting. US demand for natural gas is now projected to rise more rapidly than oil. The Department of Energy has forecasted that by 2020 Americans will consume 62% more natural gas than they do today, and that more than nine out of 10 announced new electric generating plants will be fired by natural gas. 

El Paso and Chevron both announced last month that they are intending to ship Australian LNG to California. El Paso's project is more advanced, the company having signed a letter of intent with Phillips Petroleum for the purchase of about 4.8m tonnes a year of Australian LNG over 17 years. Sales are expected to start in 2005, and the LNG will feed the growing gas markets of southern California and Mexico's Baja California peninsula. The LNG will come from a plant that Phillips will build near Darwin, a facility to be supplied with gas from fields in the Timor Sea.

 Phillips and El Paso are working together to develop LNG shipping capacity and a new LNG receiving terminal on the US west coast.  El Paso and Phillips are targeting three on-land locations in Baja California and they are also looking at an offshore site on the peninsula. Land-based sites in Bajaare all located near the Rosarito Beach area. The region's unique terrain may be better suited to a gravity-based terminal or some other offshore solution. The facility would handle some 750m cubic feet of gas a day. Existing pipelines will be used to transport the natural gas from the terminal to customers. The facility relating to this project is just one of up to six new import terminals that El Paso is considering building in the US, Mexico, and the Bahamas. 

The company already 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. To feed its terminals, El Paso has finalized a contract for long-term LNG supplies from Trinidad, as well as the Phillips Petroleum letter of intent. Negotiations are under way for additional LNG supplies from other countries. When it comes to transportation, El Paso plans to develop a fleet of ships that embraces both older and modern vessels. 'We believe LNG will be among the fastest growing segments of the energy industry with a 10%-15% annual growth rate over the next decade,' said Ralph Eads, president of El Paso Merchant Energy Group. 

Chevron is also considering importing LNG to satisfy demand in its own backyard, North America's west coast. The San Francisco-based oil major's early thinking is focusing on a regasification terminal capable of processing 3.8m tonnes of LNG a year. The 500m cu ft of a gas a day would be sufficient to satisfy the needs of 3.5m homes, a Chevron spokesman said. However, Chevron expects some of the gas will be used as fuel for new and existing electric power generation plants. First supplies could begin arriving as early as 2005 if the project is judged economically viable. 'We think this project has tremendous possibilities both in terms of helping to ease the region's energy shortages and using a clean fuel to do it,' said Peter Robertson, president of Chevron Overseas Petroleum. Chevron said it could ship the LNG from its extensive gas holdings in Australia. The company is the largest holder of gas reserves in Western Australia through its interests in the North West Shelf project, and its role as operator of the massive Greater Gorgon Area gas fields. Chevron has proven and probable reserves of 15trn cu ft. On the receiving terminal facilities, Chevron said it would evaluate several alternative locations, including possibly offshore. 

______________________________________________________________________________


 North West Shelf consortium approves gas extension
4/2/2001
Financial Times

North West Shelf Venture, a consortium of energy groups that operates Australia's largest gas field, said on Monday it had approved a A$1.6bn ($790m) expansion of its liquefied natural gas processing facilities on the Burrup Peninsula of Western Australia. The venture, which is operated by Woodside Energy of Australia, will add a fourth LNG train with a capacity of 4.2m tonnes a year, the largest LNG train to be built anywhere in the world. It has also agreed in principle to build a second pipeline to its gas fields, 130km offshore from Karratha, at an additional cost of A$800m. Improvements in LNG technology mean it is becoming increasingly economical to develop gas fields far from markets. Construction of the project, set to be the largest LNG train in the world, is expected to start in September with first production scheduled for mid-2004. 

The consortium has ordered a new 135,000 cubic meters LNG carrier from Daewoo Shipbuilding & Marine Engineering Co. of South Korea to deliver the additional volumes to markets overseas. This is scheduled for delivery ahead of the project's completion in early 2004. 


RATES BOOSTER SHOT REPELS WALL ST FLU
04/05/2001
Australasian Business Intelligence: The West Australian 

Australian shares on 4 April 2001 were steady overall and sparkling in parts, despite a slump in the US overnight. A combination of the Reserve Bank of Australia's announcement of its cut in official interest rates by 50 basis points and the go-ahead for the North West Shelf's fourth liquefied natural gas chain helped banking, building and engineering stocks. The combination enabled Australian investors to shrug off the three per cent fall in New York, which at other times might have caused Australian investors to be disheartened. The All Ordinaries index finished unchanged at 3138.9 points, while change was minimal in the S&P/ASX 200, two points higher to close at 3194.3.


Opposition to Shell bid grows
04/05/2001
Australasian Business Intelligence: The Australian Financial Review 

Australia's Labor Opposition has expressed concern over Royal Dutch Shell's plan to acquire an interest in South Korea's Kogas. David Cox, a Labor backbencher, says the proposed deal proves that Shell's takeover bid for Woodside Petroleum is not in the national interest. On 4 April 2001, Cox told Parliament that if the Kogas deal proceeds, South Korea might buy its natural gas from the Sakhalin gas field. Shell has a commercial interest in the Sakhalin field. Australia's Treasurer, Peter Costello, is deciding whether to approve the Shell bid for Woodside. Both companies are partners in the North West Shelf liquefied natural gas project.


CNOOC SELECTS SUPPLIER
04/02/2001
China Daily 

China National Offshore Oil Corp (CNOOC), the major Chinese partner of Guangdong's US$600 million liquefied natural gas (LNG) project, said it has yet to select an LNG supplier. This week CNOOC and the other five Chinese sponsors will be negotiating with British Petroleum (BP) on a joint venture for the LNG project. "If the negotiation is successful, a feasibility study will begin," said Zhao Xiuguang, director of the natural gas department of CNOOC. Zhao said speculation about an LNG supplier at present was misleading. China's first LNG project, which is located in southern Guangdong's Shenzhen, consists of a terminal to transfer imported LNG into a 300-kilometre pipeline system. The terminal is expected to handle 3 million tons of imported LNG annually by 2005, and a further 2 million tons by 2008. Zhao said the company, which holds 33 per cent share in the terminal and pipeline, will follow the principles drawn up by the State Development Planning Commission to select the supplier. Competition is expected to be tough. 

The long-awaited Guangdong LNG project is a pilot attempt in China to satisfy the growing demand for energy and to reduce pollution, while maintaining the region's rapid economic growth. Natural gas is expected to account for between 7-8 per cent of the country's energy needs in 10 years, up from today's 2 per cent. 


INDIA LIKELY TO APPROVE LNG DEREGULATION
03/30/2001
Asian Chemical News 

India is expected to deregulate the price of imported liquefied natural gas. This is part of a new policy on LNG that is awaiting government approval, and marks a retreat from earlier proposals that the price should be regulated.  Deregulation will be welcomed by petrochemical companies who use LNG as feedstock. Several multinational companies are interested in setting up joint ventures to import LNG into India. 

The new policy is also expected to cut import duties on LNG related equipment from 52.82% to 22.38%, and to provide a ten year break from income tax for LNG importers. The rate of sales tax on regassified LNG will be standardized nationally at 4%. It is proposed that LNG should be regulated on an interim basis until a statutory regulatory authority is put in place.

MITSUI-LED CONSORTIUM AWARDED PETRONET LNG SHIPPING CONTRACT
03/30/2001
Asia Intelligence Wire 

MITSUI O.S.K.Lines - NYK Line-K Line - Shipping Corporation of India consortium has walked away with the first competitively bid LNG shipping project in the country of Petronet LNG Ltd. The $ 400 million shipping contract is for transporting its LNG cargo purchased from Qatar's RasGas for a period of 25 years.

The Board of Petronet LNG Ltd met twice on March 27 and 28 in the backdrop of the controversial decision of the lowest bidder Mitsui O.S.K.Lines - NYK Line-K Line - SCI consortium to quote the escalation element linked to the US-CPI. The techno-commercial and price bids for the LNG shipping deal was opened on March 16. 

In the end, the lowest base charter hire rate of US $ 68,900 per day quoted by the Mitsui-led consortium for both the first and the second LNG carrier with a US-CPI linked escalation factor turned out to be too good for Petronet to ignore, Government sources said. The overwhelming feeling within the board was that the Mitsui bid in terms of base charter hire rates is the "cheapest" and that the difference between the first and the second bidder was "just too wide". 


Exxon Mobil Signs Pact for Its Venture To Supply Petronet
04/05/2001
The Wall Street Journal Europe 

Ras Laffan Liquefied Natural Gas Co., an Exxon Mobil Corp. venture, signed a 25-year sale and purchase agreement with Petronet Ltd. of India to supply liquefied natural gas in Qatar. Exxon Mobil said the companies will begin construction of additional offshore production facilities in the North Field, as well as a 4.7 million tons-a-year liquefied natural gas, or LNG, train at Ras Laffan Industrial City.

The offshore production facilities will produce 800 million standard cubic feet a day of natural gas to supply the new LNG train along with 30,000 barrels a day of associated condensate. The companies will deliver five million tons a year of LNG to a new import terminal at Dahej, Gujarat State and 2.5 million metric tons a year to a second terminal at Cochin, Kerala State. 

Construction of the Dahej terminal began earlier this year, and deliveries are slated to begin upon completion of the terminal in late 2003. The agreement also covers the construction of another 4.7 million tons-a-year LNG train and the development of offshore and onshore facilities for domestic and export pipeline gas sales. The two new trains follow the existing two Ras Laffan LNG trains with a combined capacity of 6.6 million tons of gas a year. 

Exxon Mobil, which expects to record more than 350 million oil equivalent barrels of proven reserves, said the agreement provides a competitive new gas supply to support growth in India's economy and opens a new market for Qatar's LNG. 

Exxon Mobil owns 30% of Ras Laffan; Qatar Petroleum holds the remaining 70% stake. Petronet is a joint venture between Indian Oil Corp. and Oil & Natural Gas Corp.





IMPLICATIONS FOR THE FERTILIZER INDUSTRY (Removal Of The Countervailing Duty On Liquefied Natural Gas Imports Welcomed)
03/31/2001
India Business Insight 

The fertilizer industry has welcomed the proposal in the budget of the Government of India for 2001-2002 to remove the countervailing duty on imports of liquefied natural gas (LNG), as it is the future feedstock for the industry and the Expenditure Reforms Commission (ERC) has also recommended using imported LNG for producing fertilizers. The proposal will reduce the incidence of duty from 21.8 percent to 5 percent. The Finance Minister has also indicated that the Government will decontrol urea in phases by 2006 without increasing the maximum retail price (MRP) of urea as recommended by the ERC. This means that urea will continue to sell till 2006 at Rs4,600 a tonne. 


PIPE MUSIC AND THE LNG QUARTET MACROSCOPE
03/30/2001
The Economic Times 
 
The Gujarat State Legislative Assembly last week finally green signaled it’s new Gujarat Gas Regulation of Transmission, Supply and Distribution Bill 2001, but not without some serious amendments. The state government had appointed Gujarat State Petronet Limited as a nodal agency to set up a 1507-km, Rs 2350-crore gas grid. GSPL was entrusted with all the powers to overlook the roadmap to be followed by various companies to transport gas to their buyers. The logic was `World over, the trend is to have a common carrier for gas. Various companies can source and transport gas through this common pipeline network. This saves a lot of input costs required for laying down such a large network. 

The handful of players jostling for a share of Gujarats LNG market including MNCs like British Gas, Shell, Enron and the desi Petronet LNG and Gas Authority of India Limited this smacked of government monopoly over the transmission business. Sanjay Bhatnagar, former Enron India boss “the company is now an obsolete player in the Gujarat LNG market, we would like to submit that creation of both a regulatory authority and GSPL may not achieve the objective of coordinating the systematic and integrated development of the gas transmission business.  This structure may create the opposite effect and actually discourage investment in Gujarat. This is because the proposed regulatory structure puts GSPL in the monopolistic role of fully controlling the construction, operation and maintenance of the transmission grid.”
 
Other LNG players have been pressuring the state government, via the Centre, to do away with the clause in the Gas Ordinance it issued early this year giving monopoly to the state-owned GSPL. Their main objection was in relation to the word `government in Section 23 of the Gas Ordinance, which read ``No person other than a `specified government company and a person referred to in sub-section (1) of section 55 shall carry on the business of transmission in the State. In its new, amended avatar, the Bill drops the word `government from the phrase `Specified Government Company. The phraseology has already raised many eyebrows in the market. It suggests that the government has now decided to keep its future divestment options as wide open as possible. And more than one company can, in the future, be notified as `Specified Company, leading to a scenario where GSPL no longer has a monopoly over transmission.  Therefore, private companies can now develop plans to have a gas grid of their own. 
This is in sharp contrast to the earlier scenario where private firms were allowed only to contract laying down of pipelines and woo buyers within the state. 






BP AMOCO PLANS 3Q SEISMIC STUDY IN INDONESIA ARGUNI BLOCK
03/30/2001
Dow Jones Energy Service 

BP Amoco plans to conduct seismic surveys on its East and West Arguni blocks, in Irian Jaya, Indonesia, in July or August this year, a Jakarta-based spokesman for BP said late Thursday. 
Gas from the Arguni and neighboring blocks will be developed to supply BP's planned Tangguh liquefied natural gas project.

Development of the project is "on schedule", with construction slated to begin in the first quarter 2002 and the LNG plant start-up planned for 2005-2006. Industry sources say the Chinese government's recent selection of BP to hold a 30% stake in a project to build a LNG terminal in Guangdong will favor its bid for the Tangguh project to supply LNG to Guangdong. The BP spokesman said only that there has been "good progress" in the Chinese negotiations. BP also holds a stake in Australia's Northwest Shelf LNG project, which is competing to supply to the Guangdong terminal. 


LNG Buyers Want More Flexible Contracts -Oman LNG
04/01/2001
Dow Jones Energy Service 

Liquefied Natural gas 100% "take-or-pay" contracts are beginning to be challenged by LNG buyers demanding greater flexibility, Harib Al Kitani, Marketing Manager at Oman LNG said last week. 
"Buyers want higher flexibility such as hedging and options," said Kitani, addressing a gas conference.
He said that current LNG Supply Purchase Agreements will continue to be used but that LNG sellers like Oman should begin to introduce other options like swaps. 

Oman currently exports LNG to South Korea, Japan, Southern Europe and Taiwan. Kitani said Oman is looking for new markets but expanding current ones "makes more sense." Potential future markets for Oman are India and China both of which would probably demand long-term contracts, Kitani said. European markets are also looking for additional volumes, he added. Kitani said current deregulation in the South Korean market, its largest buyer, could help reduce the current LNG surplus in Asia. Japan, which is beginning to show a gradual expansion in imports, may also address the supply/demand gap over the next 10 years, he added. Until deregulation is clear, short-term trading will be preferable for Middle Eastern suppliers, Kitani said. 

Most LNG trade out of the Middle East is short-term. Examples of short-term trade are additional cargoes traded between buyer and seller under the terms of an existing long- term contract or cargoes sold without a long-term arrangement. Short-term LNG trade almost doubled to 3.8 million tons in 2000 from about 2.1 million tons in 1999, spurred by strong U.S. demand and a surplus in Asia.


ASIA INFRASTRUCTURE BRIEFING
04/04/2001
Asia Pulse 

Japan’s Chiyoda Corp said Tuesday it has won a joint contract with Mitsui & Co. and Italian engineering firm Snamprogetti SpA to expand a liquefied natural gas (LNG) plant in Qatar. 
The firms will undertake the detailed engineering, procurement and construction for Qatar's Ras Laffan Liquefied Natural Gas Co. II's RasGas Onshore Expansion Project. The plant is expected to have a production capacity of about 4.7 million tons a year. Construction is scheduled for completion in 2003. 


Qatar RasGas Train 4 Seen Commissioned Within 1 Yr-Source 
 04/02/2001  
Dow Jones Energy Service 
  
A fourth liquefied natural gas train at Qatar's Ras Laffan Liquefied Natural Gas Company Limited, will probably be commissioned within the next year but its capacity still hasn't been determined. RasGas 2, the name that covers the company's second phase of expansion, signed an engineering, procurement and construction joint venture contract with Chiyoda Corporation (J.CCE), Mitsui Co. Ltd (MITSY), and Snamprogetti SpA to build a third LNG train and related onshore facilities at the RasGas plant site.  
  
RasGas also signed an EPC contract with J. Ray McDermott Middle East (Indian Ocean) Ltd. to build the offshore facilities and a pipeline to shore. The project consists of offshore production, transportation and liquefaction facilities to produce approximately 4.7 million metric tons of LNG a year from Qatar's North Field. 


CMS GETS OK FOR LNG EXPANSION
04/04/2001
The Oil Daily 

CMS Energy on Tuesday announced that its CMS Trunkline liquefied natural gas (LNG) unit has received final approval from the US Federal Energy Regulatory Commission to expand the peak send-out capacity of its LNG terminal in Lake Charles, Louisiana.  The approval authorizes expansion of the Lake Charles LNG terminal from its current 700 MMcf/d send-out capacity to a peak send-out capacity of 1 Bcf/d. 

The CMS Trunkline terminal is currently the largest operating LNG facility in the US. CMS said it expects to begin the modifications immediately and have the 1 Bcf/d peak capacity available by June. The modifications will not affect current terminal operations. CMS said also that it is evaluating further expansion to increase send-out capacity to 1.3 Bcf/d. 


BP EYES 2-3 NORTH AMERICA LNG PLANT SITES
04/04/2001
The Oil Daily 

BP is looking at two or three opportunities to develop liquefied natural gas (LNG) receiving terminals in North America to serve growing gas demand, says Tony Fountain, president of BP North America Gas & Power. The company is examining sites on both the East and West coasts, Fountain said Tuesday on the sidelines of Ziff Energy Group's North American Gas Strategies Conference. Other than saying one terminal could be in Baja California, Mexico, he would not offer specific locations.
An analysis of the opportunities is in a fairly early stage, and no decisions about size have been made yet. Economic considerations, however, suggest that the smallest feasible size would be in the range of 400 million to 500 million cubic feet per day. 

BP joins Chevron, El Paso - both on its own and in a joint venture with Phillips Petroleum - and Enron in proposing LNG import terminals to serve the North American gas market. Lack of adequate additions to wellhead deliverability, coupled with soaring demand in the electric power market, are driving the move to increasing LNG imports. Fountain cited the "tremendous market opportunities of North America" for BP's interest. He said BP for now is developing all of its prospects without partners. He expects the ventures to be operating by the end of this decade. 

BP has taken one-third of the capacity of the Cove Point, Maryland, LNG receiving terminal now owned by Williams Cos., or about 250 MMcf/d. The facility will return to service next year, some two decades since it last took delivery of imported LNG. 

Finding a source for the LNG will not be a problem, he said. In the Atlantic Basin, BP has the largest share in the Atlantic LNG project in Trinidad and Tobago. Construction has begun on the second and third manufacturing trains to bring the facility's capacity up to 10 million tons per year. Future expansion opportunities also exist in Trinidad. "We are looking forward to a train four in the not-too-distant future," he said. John P. Andrews, chairman of Atlantic LNG, confirmed at the Ziff conference that a fourth train is planned. Fifth and sixth units could follow if the market dictates. Further out, BP has an interest in a Texaco-operated block offshore Angola. Plans call for the gas produced in association with oil there to be converted into LNG. Fountain also is developing an LNG export project in Egypt that would provide product for North America. 


PDV CHIEF TRIES TO GET LNG PROJECT GOING
04/04/2001
The Oil Daily 
. 
State oil company Petroleos de Venezuela is trying to find a way to speed up the start of the liquefied natural gas industry in the country, but the so-called Venezuela project is on hold until it is cleared by the Ministry of Energy, PDV President Guaicaipuro Lameda says.  A proposal is in the hands of the ministry, "and within 15 days, we expect to review it with them and find a way to speed up" the LNG project, Lameda told analysts at the Council of the Americas in New York on Tuesday.

That project, involving PDV, Exxon Mobil, Royal Dutch/Shell, and Japan's Mitsubishi, calls for a 4 million-ton-per-year LNG complex using gas from the North Paria region. That project was once known as the Cristobal Colon project, which had the same partners but fell apart over cost and capacity issues. "We want to get it working again," Lameda said. 

Another proposed LNG project, which has PDV paired with Enron for a complex producing 2 million tons per year, is on a less speedy path to realization, he said. "We have to wait on that," he said. That project would be sited at the existing Jose industrial complex. In its overall gas search, PDV has budgeted a hefty $10 billion over the next five years. "It has a particular interest for the government," Lameda said. However, oil, not gas is PDV's primary interest and is the area reserved for PDV itself, while gas is part of PDV's "noncore" business and is thus open to new foreign investment. 
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