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The crisis between North and South Korea over the
e sinking of the Cheonan warship is adding to the
febrile atmosphere in the global financial markets.
I

The crisis began in March when South Korean
warship the Cheonan sank off the coast of the

. Korean Peninsula. A recent investigation into the

s % incident has concluded that the ship was by a

torpedo from a North Korean submarine. (Page 2)

The ship sank in an area of the Yellow Sea that
could hold significant oil reserves. (Page 2)

( Oil prices remain stable, despite the threat of the
cold war on the Korean Peninsula erupting into a

— hot conflict. (Page 2)
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Southeast Asian countries are increasingly turning
to unconventional oil and gas to bolster reserves.

O #E o Indonesia is turning its attention to coal-bed

10 methane (CBM) to meet rising domestic demand
. for electricity and to prop up its liquefied natura I
1 10 gas (LNG) industry. (Page 3)

Petronas has announced it is assessing

investment opportunities in Australia, especially i n
the country’s promising shale gas and CBM

sectors. (Page 8)
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The crisis between North and South Korea over itigrgy of the Cheonan warship is
adding to the febrile atmosphere in the global ek
By Shola Adenire

The crisis began in March when the South Korean war  ship sank off the coast of the Korean Peninsula
North Korea has been accused of sinking the ship an d the subsequent crisis has hit global stock exchan ges
The role of China and the US in resolving the crisi s is now under the spotlight

The crisis unfolding between North and  response provokes a watr. of Kim Jong-Il and the country most
South Korea is having a destabilising likely to succeed in encouraging North
impact on global financial markets and  Trading ties Korea back into the international fold.
could have repercussions in the energy  Unfortunately there are already so many However, a stable, Western-looking
sector. UN Security Council resolutions against North Korea is not in China’s interest.

The crisis began in March, when a Pyongyang that any new measures are Any attempted change in the
South Korean warship, the Cheonan, unlikely to have much impact. Pyongyang regime brought about by
sank off the coast of the Korean Furthermore, trade with North Korea is  Western intervention would likely be
Peninsula. highly restricted by the international vetoed by China. Another critical factor

Seoul was determined to avoid community, and apart from neighbouring is that the area in the Yellow Sea where
blaming its belligerent neighbour to the  South Korea, Pyongyang depends on the ship sank is said to contain enough
north for the incident unjustly and China for most of its imports. oil to meet all of North Korea'’s energy
pledged to investigate the matter in full. UN Security Council resolution 1874  needs and allow it to be energy
After two months of investigation, which  of June 2009 allows inspection of all independent.
involved an international team scouring  cargo to and from North Korea, along Bohai Bay, in the North Yellow Sea
the seabed where the boat sank, it was  with vessels containing suspicious cargo. off the coast of China and near North
announced that materials recovered The resolution also bans the provision of Korea, has proven oil potential and is
indicated the cause of the sinking was a fuel, supplies and services to North estimated to contain 146 billion barrels
North Korean torpedo. Korean vessels that are suspected of of crude.

Pyongyang has responded angrily, carrying banned items. In geopolitical terms, China’s number
denying any responsibility and The importing of crude oil and one priority in its relations with North
threatening all-out war. South Korea, the petroleum products is also highly Korea is stability, since the collapse of
US and other allies have responded by restricted, although there is widespread the country would result in a flood of
threatening further economic sanctions  smuggling of such cargoes. refugees into Chinese provinces.
and pushing for a new UN Security Beijing is also aware of the fact that an
Council resolution on the matter. Ace in the pack abrupt change of regime would improve

Even China’s leaders, who are Clearly the major power in the region —  the chances for unification with the
normally supportive of North Korea, and the ace in any talks with North Korea South and thus enhance US military
whilst outwardly adopting an objective —is China. power in the region. It is fair to conclude
stance on possible causes of the China is the only party with sufficient  that when Kim Jong-Il dies, it is likely

explosion, are said to be privately furious influence to curtail the hostile activities  that China will support his chosen heir.
with the Pyongyang regime.
US President Barack Obama has asked The problems in Asia have Global impact
his military in the region to be in a state The effect of the Korean crisis on global
of readiness, as the US Secretary of State stretched the nerves of  stock markets has been marked, with all
Hillary Clinton prepares to visit Seoul. traders that are already major exchanges declining by several
The key short-term objective for South . . percentage points in recent days. The
Korea and its partners is to respond to the caught up In the febrile problems in Asia have stretched the
sinking of the Cheonan in a manner that atmosphere created by the nerves of traders that are already caught
dissuades North Korean leader Kim . up in the febrile atmosphere created by
Jong-Il from considering similar attacks European sovereign debt the European sovereign debt crisis.
in the future, but not to the extent that the crisis
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The response from the oil market, on
the other hand, has been curious.
Normally the prospect of war somewhere
in the world is enough to trigger a spike
in the oil price. However, oil prices have
recently declined by over US$15 per
barrel.

For example, oil spot and futures
spiked ahead of the US-led invasion of
Irag in 2003. However, that case was
clearly different, given the fact that Iraq
is a major player in the global oil market
with some of the world’s largest proven

oil-producing potential, clearly does not
figure prominently in the minds of oil
traders or the energy market in general.

The likely outcome of the current crisis
for North Korea is one of plus ca change.

Foreign powers will redouble their
rhetoric against Pyongyang. Beijing will
nod and shake its head ruefully, and
continue to welcome Kim Jong-Il with
open arms and state banquets.

A more worrying outcome could be
that this is the final move by an insane
dictator to go out with the most

crude reserves. North Korea, on the other spectacular fireworks display of all. The

hand, although believed to have some

once devoted North Koreans have lost

faith in their Dear Leader after the
country’s currency devalued overnight.
With famine and poverty taking hold and
the population becoming more restless,
Kim Jong-Il could be spoiling for a war
with the south to pave the way for a
spectacular exit.

If war does become a more likely
prospect, the oil market is liable to
respond in a more conventional manner,
with prices rising.

With Clinton in Seoul for talks, the
world is hoping that the prospects for a
peaceful resolution to the crisis do not
sink like the Cheonan.
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Indonesia is turning its attention to coal-bed raath(CBM) to meet rising domestic
demand for electricity and to prop up its liquefremtural gas (LNG) industry

By Nnamdi Anyadil

Indonesia’s government is offering 27 oil and gas b
The Indonesian government plans to start using CBM
The country’'s CBM output is expected to rise to 28.

Indonesia’s government is to offer 27 oil
and gas blocks this year in a bid round
that is expected to attract investment of
up to US$13 billion. The auction will
include nine coal-bed methane (CBM)
blocks.

The new tender document for the

auction is to be issued on June 30 and the

bid deadline is between August and
October 2010. The 18 oil and gas blocks
are being offered through a combination
of direct appointment and regular
tenders, as is the case for the nine CBM
blocks.

Methane methods

According to the Indonesian Director
General of Oil and Gas, Evita Herawati
Legowo, the government’s plan to boost
CBM development has received a “good
response” from investors.

The Indonesian government has high
hopes for CBM, both as a fuel for
domestic electricity generation and as a
feedstock for liquefied natural gas (LNG)
production.

The government intends to build
Indonesia’s first dedicated CBM-fired
23-MW thermal power plant (TPP) by
2011.

The decision to harness CBM is an
obvious one for Jakarta both in terms of
exports and the domestic economy.

Indonesia has one of the largest CBM
reserves in the world, estimated at 453
trillion cubic feet (12.8 trillion cubic
metres). They are located primarily in
South and East Kalimantan and South
Sumatra.

Indonesian Energy Minister Darwin

locks, nine of which are CBM properties
for power generation from 2011
2 mcm per day by 2020

Late developer

Indonesia has been relatively slow to
develop a CBM industry compared to
other Asian countries that have rushed to
harness the resource.

India recently attracted significant
international investor interest following a
CBM roadshow, which culminated in the
awarding of 10 new CBM blocks.

No doubt inspired by New Delhi’s
success, Indonesia has begun to play
catch up, signing 14 production-sharing
contracts (PSCs) since 2008 ahead of its
goal to start producing electricity from

Zahedy Saleh has consistently noted that CBM by 2011. Amongst the recent PSCs

the development of CBM is in line with
the national target of reducing
dependency on conventional fuels, such
as oil and natural gas.

The government’s perennial efforts to
reverse the decline in crude oil

to be signed was a deal struck at the end

of last year with the BP-Eni-owned

VICO consortium for the exploration and

development of CBM resources on the

Sanga-Sanga block in East Kalimantan.
VICO had previously been producing

production over the past decade make theconventional gas resources from the

large-scale development of significant
guantities of CBM a welcome
alternative.

Sanga-Sanga block. Preliminary studies
suggest the block has a CBM resource
potential of at least 4 tcf (113.3 billion
cubic metres) of gas.
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BP’s head of exploration and
production, Andy Inglis, said that access
to Sanga-Sanga’s CBM resources would
allow the company to continue the
expansion of its Indonesian LNG
production.

Growth goals
Until recently, much of the investor

output is expected to rise to 1 bcf (28.2
mcm) per day by 2020.

Obstacles

Yet a number of industry observers
believe the large-scale development of
Indonesia’s CBM resource will not be all
plain sailing. They point to a number of
technical and environmental challenges

attention in Indonesia was focused on the looming on the horizon, as well as the

production of natural gas for LNG

export. Indeed, indications earlier this
year by the Indonesia government that it
was considering switching some gas
production from LNG to domestic
industrial use caused some considerable
unease amongst its foreign partners, and
Japanese companies in particular.

However, many international investors
are now increasingly enthusiastic about
Indonesia’s CBM potential for domestic
electricity production. Legowo expects
total CBM production in 2011 to be
about 9.2 million cubic feet (261,000
cubic metres) per day.

By 2015, Indonesia’s production of
CBM is targeted at 500 mcf (14.2 mcm)
per day of gas, which would equal the
country’s natural gas output. CBM

problem of establishing a price structure
for CBM-fired electricity generation.
Among the critical environmental
issues that need to be addressed are
greenhouse gas (GHG) emissions, the
contamination of groundwater and the
destruction of agriculture through drilling
operations on new CBM acreage.
Analysts also believe that tapping into
Indonesia’s vast CBM reserves is
technically difficult, as there is no
established means of determining the
commercial quantities of methane at any
given site. Given that methane deposits
are often found in depths that are
shallower than natural gas formations,
horizontal and directional drillings are
the preferred options, which are both
technically challenging, especially for

domestic players.

However, the biggest risk to the
development of Indonesia’s CBM
potential is economic, rather than
environmental. Spending on electricity
and fuel subsidies together, at US$15.73
billion, account for around 13% of the
national budget this year. But the
government has now released plans to
eliminate subsidies for electricity and
fuel by 2014. The decision would mean
that most consumers would have to pay
market prices for electricity and fuel.

The government also announced last
week that natural gas prices would have
to rise, signalling a revision of its former
pricing policy, which kept domestic gas
prices artificially low.

It is unclear what this change in policy
will mean for CBM-generated electricity
prices and how this will affect the
government’s plans for expanding the
domestic use of CBM after 2011. Itis
clear, however, that if a new generation
of CBM-fired generating capacity is
commercially disadvantaged by any
forthcoming pricing policy then there
could well be a danger of investors
walking away from the sector.

MARKET COMMENTARY
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Prices are steady around the US$70.00 mark, givéego speculation that recent
turbulence was a one-off global market correction

By David Flanaga

Week 21 saw the oil trading market

resume a degree of self-control, as crude come to a close, more anxiety has set in,

prices stabilised around the US$70.00
per barrel level.
A major drop in prices over Weeks 19

at one point. However, as the week has

and prices again look precarious.
The spread between crude grades
illustrated the volatility in the market. At

and 20 had sent shockwaves through the its most volatile point, the spread

market, with crude dropping from almost
US$90.00 per barrel to under US$70.00

between Brent (European) crude futures
and West Texas Intermediate (WTI), or

US, crude futures widened to around
US$6.00 per barrel, a very high and
unusual differential.

But, a degree of calm broke out,
although it is noticeable that the market
settled quickly into a lower price
structure, and well below the heady
levels seen as recently as early May.

Copyright © 2010 NewsBase Ltd.
Www.newsbase.com

Edited by Ryan Stevenson

All rights reserved. No part of this publication may be reproduced, redistributed, or otherwise copied without the written permission of the authors. This includes internal distribution. All
reasonable endeavours have been used to ensure the accuracy of the information contained in this publication. However, no warranty is given to the accuracy of its contents



$w®  voor&o 2"9
MARKET COMMENTARY

Demand upside

Moving forward on the demand side, US
demand may offer modest upside
potential on the oil price in the coming
days, based on demand indicators.

The unusually high spread between
Brent and WTI was originally generated
by high stocks at the Cushing crude
storage hub in the US, and this factor is
not likely to reappear. So, the likelihood
was that WTI was “oversold” and would
close the gap on Brent prices.

In addition, the US “driving season”
has made some initial impact upon oil
products demand in the US, with petrol
demand likely to climb as holidaymakers
take to the roads. Through the draw on
oil products stocks and the stimulation of
greater refinery activity, this works its
way through the system, and ultimately
increases demand for crude at US
refineries.

There is little doubt that US demand
may have provided support to global oil
prices. Indeed, they may have prevented
a complete price collapse. This,
combined with the buoyancy of Chinese
oil import levels, could propel crude
prices back up the way before long.

However, the spectre of further
European economic turmoil still haunts
the market, reminding it that trouble
could remain under the surface, and
could puncture any upsurge in prices.

European bear
With weak economic performance across
the whole of the UK and Eurozone
region, and prospects of worse to come,
few can see a favourable trend in
underlying oil consumption in the region.
This is a bearish force in the market
and will most likely remain so. Also, the
weakness of the euro, because of the

and — with 20% unemployment, a
property market downturn and cuts in
public spending — trouble is brewing.

Over the weekend, Spanish authorities
rescued Cajasur, a Spanish bank. The
move spread fears of more pressure in
weeks and months to come, and the
possibility of defaults. Again, this chain
of events has undermined the euro, and
this will again place pressure on oil
prices.

Not enough
Meanwhile, Asian fundamentals continue
to represent a more stabilising influence
on the oil market. These show that
Chinese oil imports remain very high,
and this will almost certainly be the case
for the rest of 2010.

Japanese growth is healthy, reported
this week at an annualised rate of 1.2%

problem of debt in Europe, and having
focused almost exclusively on the price
support offered by Asia, the oil market is
now looking more closely at the real
issues governing the long-term state of
oil prices. And it may not like what it is
seeing.

On the markets
On the markets, the Dubai Mercantile
Exchange (DME) Oman crude futures
contract for July started the week at
US$75.36 per barrel on May 18.
However, the contract dropped rapidly
on May 19, to US$72.46, and then again
on May 21, to US$69.72 per barrel.
Prices recovered by May 24 to US$70.23
per barrel, but fell back again to close on
May 25 at US$68.43, its lowest for many
weeks. Hence, the volatility in the Oman
contract was high, with prices losing

between January and March 2010. Japan almost US$7.00 over the course of the

has also indicated that more will be done
to stimulate growth and fight deflation,
including interest rates remaining at
0.1%.

On the supply security side, China
continues on its unending quest to

week.

On the Tokyo Commodity Exchange
(TOCOM), crude prices went with the
general market trend, and lost ground
over the week.

The crude oil futures contract for May

acquire upstream acreage overseas, with delivery started the week at 45,780 yen

Sinochem completing the acquisition of a
40% stake in the Peregrino field offshore
Brazil. Following high-profile deals in
Africa in the oil market and in Australia
in the gas market, China is pushing
forward with its energy security policies
by acquiring upstream assets.

Statoil, from whom Sinochem bought
its stake, will hold onto 60% of the field,
which will begin production in 2011.

However, the good news from Asia
regarding demand fundamentals for
Middle Eastern crude was not enough to
stop Oman futures dropping rapidly.

The conclusion from Week 21 is that

impetus this gives the US dollar, acts as awe could be seeing a big, one-off

bearish influence on oil prices. The
problem now is that the next stage of the
economic turmoil could be coming into
view.

Spain in particular has become the
focus of scrutiny on trading markets. Its
debt position is well known to the market

correction in the global oil market.

Prices had reached levels which global
fundamentals may not have been able to
justify. The mood of the market has been
bearish for two weeks now, and looks
like it will be difficult to dispel.

Having turned a blind eye to the

(US$507.83) per kilolitre on May 18,
dropping rapidly to 44,300 yen
(US$491.42) by May 21 and remained
little changed by May 25, closing at
44,200 yen (US$490.30). Petrol futures
for July delivery started the week at
56,150 yen (US$622.86), but lost
substantial ground over Week 21 to
finish on May 25 at 49,000 yen
(US$543.59). Kerosene began the week
at 53,700 yen (US$595.72), dropped
substantially to 50,350 (US$558.62) by
May 21 and closed at 46,510 yen
(US$516.02) on May 25.

Overall, prices in the Asian sector had
a rough week, with prices on all relevant
grades of crude and all products sliding
substantially. More turmoil looks likely,
as it seems that stable, or indeed buoyant,
Asian demand does not have the power
to stop a slide in crude or product prices
from present levels.
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Product Price at Dubai close Change* (US$)
(US$)
Oman crude July 2010 68.43 -1.80
(bbl)
Source: Dubai Mercantile Exchange (*Change on prev ious trading day’s close)
Product Price at Tokyo close Change* (yen)
(ven)
Kerosene July 2010 46,510 -620
kilolitre
Petrol July 2010 kilolitre 49,000 -1,050
Source: Tokyo Commodity Exchange (*Change on previ  ous trading day’s close, 1 barrel = 0.159
kilolitre)

Crude and Products Market Projections for Week 22
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Indonesia’s Pertamina intends to acquire
a major oil and gas block this year as
part of efforts to achieve its medium-
term production target.

According to Karen Agustiawan,
Pertamina’s president, the state-run
company must acquire promising oil and
gas blocks from other operators to
achieve its ambitious target of boosting
production to 700,000 barrels of oil
equivalent per day by 2014. The
company’s output is currently about
432,000 boepd.

“We have an aggressive target to
reach 700,000 boepd by 2014. Now, we
are preparing a [purchase] which will be
bigger than the recent acquisition of BP
West Java,” Agustiawan said.

“We expect to complete the
acquisition this year,” Agustiawan was
quoted as saying on the sidelines of the
34th annual conference and exhibition
of the Indonesian Petroleum Association
last week by the Jakarta Post daily. But
she declined to give further details of the
acquisition plan, including its value and
the block’s location.

Last year, Pertamina acquired BP’s
46% stake in Indonesia’s Offshore
North West Java (ONWJ) oil and gas
block by purchasing 100% of BP West
Java, the former operator of the block,
for US$280 million.

Pertamina has expressed an interest in
acquiring more oil and gas assets both at
home and abroad, including properties

in other Southeast Asian countries and
Australia. The company said it would
allocate 10.1 trillion ruppiahs (US$1.1
billion) for oil and gas block
acquisitions in 2010.

Pertamina operates its upstream
business through two subsidiaries —
Pertamina Hulu Energi and Pertamina
EP.

Agustiawan said her company had to
be more aggressive in acquiring oil and
gas blocks to cover the deficit in
Indonesia’s fuel production. “At present,
we need to import more than 300,000
barrels per day of crude oil and we also
need to import fuel products,” she was
quoted as saying.

POLICY

%5%" 1$&

India has hiked the price of gas sold by
state-owned Oil and Natural Gas
Corporation (ONGC) and Oil India Ltd
(OIL).

Prices have now been pegged at
US$4.2 per million British thermal unit,

a stark increase when compared with the
previous price of US$1.9 per million

Btu. These administered price
mechanism (APM) prices are now on a
par with the minister-determined
Krishna-Godavari (KG) D6 gas, sold by
Reliance Industries Ltd (RIL).

APM gas refers to gas blocks awarded
to state-run energy firms on the basis of
nomination, and APM prices set the
benchmark around which other contracts
are negotiated. The unexpected 113%
rise in price may be inflationary, but it
answers a long-standing call by ONGC
and OIL to reduce under-recoveries and

235+

losses, a move towards fuel price
reforms and narrows gas market
distortions. Stocks of both oil majors
surged following the government’s
announcement. The last time India
increased its APM gas prices was in
2005. The move will have an impact on
inflation. Household and auto customers
will see fuel prices rise by 20-35%,
while companies generating electricity
from gas will see costs increase,
increasing power tariffs. The cost of
fertiliser production will also increase.
Over the long term, however,

“The hike indicates the
government’s resolve to
push towards solid reforms
in the sector”

consumers will benefit from the removal
of artificial price distortions and higher
inflows of capital because of better
returns, which will plug the acute
demand supply gaps. Welcoming the
move, ONGC said that it stood to earn
an extra 30 billion rupees (US$633
million) per year, which comes close to
the US$645 million profit the company
reported in December 2009. This will
enable it to compete more aggressively
with Chinese firms to own foreign
energy blocks. OIL is expected to gain
7-8 billion rupees (US$148-169
million).

Facts Global Energy said that the hike
would “drive investment in gas output
and raise the share of gas in the energy
mix, and indicates the government’s
resolve to push towards solid reforms in
the sector.”
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Uniformity in the gas-pricing policy
will help improve the competitiveness of
imported liquefied natural gas (LNG),
benefit upstream firms and gas
transportation utility GAIL, whilst also

encouraging state-owned gas producers questionable social dividends. But what

to develop marginal gas fields.

The Hindustan Times commented:
“Energy subsidies and administered
prices have generated highly

they inflict in terms of low investment in
production and transmission is not in
doubt.”
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Bangladesh’s Petrobangla has won an
international legal battle against
Chevron over claims by the US giant for
tens of millions of US dollars.

Chevron took state-owned
Petrobangla to arbitration to try to
reclaim the money it claimed it was
owed.

However, the International Centre for
Settlement of Investment Disputes
(ICSID), which is an agency of the
World Bank, said Petrobangla was
within its rights to charge the US firm a
“carrying fee” for gas it produced in
Bangladesh.

Chevron had made a test claim to the
ICSID of US$70 million, but
Bangladesh might have been liable to
return much more if the ruling had gone

the other way.

The dispute goes back 13 years and
Bangladeshi newspapers reported
Petrobangla’s chairman, Hussain
Monsur, as saying that the cumulative
loss to Bangladesh, from 1997 until the
current supply contract ends in 2017,
would have been more than US$500
million if Petrobangla had not charged
the fee.

The arbitration case was started in
2006 by Chevron, which argued that it
was “illogical” for Bangladesh
government to make the charge, which
was put in place in 1997. However, the
three-strong ICSID panel unanimously
dismissed Chevron’s claim.

The US firm, which produces around
50% of Bangalesh’s gas needs, said it

would accept the ruling.

Chevron operates the Bibiyana,
Molvibazar and Jalalabad fields but
delivers gas via pipelines owned by
Petrobangla.

Despite the ruling, last week Chevron
said it was ready to deliver more gas to
aid Bangladesh’s energy shortages. It
said it could boost output by 4.2 million
cubic metres per day of gas. Chevron
currently produces around 25.3 million
cubic metres per day.

The ICSID decision for Bangladesh
comes as international human rights
groups are trying to force Chevron to
disclose what it pays to the military
regime in neighbouring Myanmar for
the offshore gas it produces there.

PROJECTS & COMPANIES
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Petronas has announced that it is
assessing investment opportunities in
Australia, especially in the country’s
promising shale gas developments.
Shale gas is the latest big energy
resource being pursued in Australia and
new technology is making it exploitable.
Majid Khalil, the managing director of
Petronas Australia, told the Business
Times newspaper that his company was
“definitely” interested if shale gas was
discovered in large quantities in

Australia. Several firms have begun
examining the potential of shale gas in
the Cooper Basin in South Australia,

which has been delivering conventional
natural gas and oil for decades, but had
been thought to be nearing the end of its

commercial life.

Khalid said investment in the country
was becoming especially attractive to
Petronas because of its many natural
energy resources, including
conventional natural gas, coal-bed

methane (CBM), oil and coal.

He said Petronas was interested in
developing its business activities in
Australia because of its proximity to
markets in Asia, where demand for
energy is growing quickly.

Petronas already holds a 40% share in
a CBM gas development with Santos in
the northeastern state of Queensland.
Some of the gas from the project will be
imported into Malaysia as the latter’s
own domestic gas resources dwindle.
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Much of Malaysia ’s gas production
goes into LNG exports, committed to
long-term foreign supply contracts for
up to 25 years.

In related news, Petronas said it was
going to step up its offshore exploration
for new gas sources in the Malaysian
part of the South China Sea. Last week,

the firm agreed a partnership with two
small specialist firms for exploration off
the coast of Sabah in Borng¢B8ee next

story)
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Malaysia’s state-run oil and gas
company Petronas has awarded two
offshore blocks to a consortium of one
domestic and two foreign investors.

The SB307 and SB308 blocks, located
offshore Sabah, were awarded to the
consortium under a single production-
sharing contract (PSC).

The consortium involves Petronas
Carigali, the exploration and production
arm of Petronas. The two foreign
consortium members are Lundin
Malaysia, a wholly owned subsidiary of
Sweden’s Lundin Petroleum, and the
UK’s Nio Petroleum.

Lundin Malaysia is the operator of the
two blocks with a 42.5% stake. Nio
Petroleum, a newcomer to the Malaysian
exploration and production arena, also
owns another 42.5% stake. Petronas
Carigali holds the remaining 15.0%
share.

The contractors’ minimum financial
commitment is US$8 million, Petronas

The SB307 and SB308 blocks cover
an area of approximately 6,230 square
km and are located in water depths of up
to 70 metres.

The SB307 and SB308 blocks sit
adjacent to the SB303 block, of which
Lundin Petroleum is the operator with a
75.0% stake. Petronas Carigali holds the
remaining 25.0% stake in the SB303

'y MALAYSIA A

L

Source: Scandinavian oil & gas

According to Lundin Petroleum, the
SB307 and SB308 blocks contain one
oil discovery that will be the subject of
further evaluation to determine if it can
be commercially developed. In addition,
several prospects and leads have been
identified in the blocks from previous 2-
D and 3-D seismic campaigns.

Further seismic data acquisition,
reprocessing and the drilling of at least
one exploration well will be completed
on these two blocks, Lundin Petroleum
said.

“The success of our predecessor
company Lundin Oil was built upon
exploration success in Malaysia,” said
Ashley Heppenstall, Lundin Petroleum’s
president and CEO.

“We are pleased to be expanding our
acreage position in Malaysia, where we
will commence exploration drilling
activities in 2011,” Heppenstall said in a
statement.
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MISC, the listed shipping unit of
Malaysia’s state-owned Petronas, has
agreed to buy a 50% stake in Dutch tank
terminal operator VTTI for US$735
million.

VTTI is currently a wholly-owned
subsidiary of Vitol Group, one of the
world’s largest independent energy
trading companies, which is based in the
Netherlands. MISC has agreed to

purchase the stake in VTTI through its
wholly-owned subsidiary, MTTI.

According to MISC, the company
provides energy transportation solutions
to customers in the liquefied natural gas
(LNG), petroleum and chemical
industry. MISC owns and operates more
than 100 vessels, with a combined
tonnage of more than 8 million
deadweight tonnes.

Through its wholly-owned subsidiary
AET, MISC is also the world’s largest
owner-operator of Aframax tankers. Its
customers include leading oil majors,
the company said.

VTTI owns and operates a network of
petroleum product terminals with a
gross combined capacity of nearly 6
million cubic metres, which is set to
expand to more than 7 mcm by 2013.
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With interests spanning over 11
countries and five continents, VTTI is
one of the world’s top 10 independent
tank terminal operators, according to
MISC. Major VTTI terminals are
located in Amsterdam and Rotterdam in
the Netherlands, Fujairah in the United
Arab Emirates (UAE) and Port
Canaveral in the US.

Amir Hamzah Azizan, MISC's
president and CEO, described the
acquisition of the VTTI stake as “yet
another significant milestone” toward
becoming the premier global energy-
based transportation and logistics

services provider.

The purchase is part of MISC’s efforts
to develop its global tank terminal
business, in line with its strategy of
expanding its service offerings across
the value chain, he said.

“The pooling of resources and
expertise resulting from this transaction
will enhance MISC’s capability to meet

the needs and demands of our customers

better, by providing them with
integrated services in the form of
logistics support, together with our core
shipping operation,” he said.

Following the deal, Moody’s

Investors Service affirmed MISC'’s
issuer and senior unsecured debt ratings
of A3. The outlook on all ratings
remains stable.

“MISC will be able to fund the
approximately US$735 million
acquisition with cash on hand, of which
it had US$2.4 billion as of March 2010,”
said Peter Choy, a vice president and
senior credit officer at Moody’s.
“Furthermore, VTTI is currently free of
external debts, while any future
borrowings by VTTI for expansion will
be unlikely to increase MISC'’s debt
leverage materially,” he added.
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Japan’s trading house Sumitomo Corp.
has signed an agreement to acquire the
machine shop business of Scomi
Engineering, a subsidiary of Malaysian
oil and gas services company Scomi
Group.

Scomi Engineering’s entire machine
shop business is operated by its two
wholly-owned subsidiaries — Scomi
OMS OQilfield Services and Scomi OMS
Holdings.

Sumitomo said it would purchase
100% stakes in the two Scomi
Engineering subsidiaries for between
US$100 million and US$110 million.
The share transfer is scheduled to be
completed in late June, the Japanese
firm said.

Scomi Engineering currently operates

its machine shop business, which
provides oil country tubular goods
(OCTGs) to the oil and gas industry,
through a network of 10 machine shops
in seven countries — Singapore,
Malaysia, Thailand, Indonesia, Brunei,
Australia and Saudi Arabia.

Sumitomo said it had decided to
purchase the two Scomi Engineering
subsidiaries in order to meet the needs
of its customers in the oil and gas sector
better.

Scomi Engineering had said in March
it would sell its machine shop business
to a foreign-listed multinational
corporation, without identifying the
buyer.

Scomi Engineering’s president,
Syahrunizam Samsudin, said at the time

that the sale of the machine shop
business was in line with the company’s
business strategy of focusing on its core
public transportation activities.

Meanwhile, Scomi Engineering said
that its net profit fell sharply in the first
quarter of this year because of lower
input from the machine shop business
despite increased overall revenue.

The company’s net profit in the
January-March period was 8.11 million
ringgit (US$2.42 million), down 54.2%
from 17.708 million ringgit (US$5.27
million) a year earlier. Revenues in the
first quarter came in at 128.92 million
ringgit (US$38.39 million), up 1.7%
from 126.77 million ringgit (US$37.75
million) a year earlier.
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Australia-listed explorer Neon Energy
has announced it has launched a 2-D
seismic acquisition programme in Block
120 offshore Vietnam. The company has
also revealed it is to undertake work in

Block 105.

vessel in Block 105-110/04 in the Song

In a statement, Neon said it planned to Hong Basin, which it was awarded

acquire 2,020 km of 2-D seismic data
over the coming 25 days. The company
will also deploy the Aquila Explorer

earlier this year.
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Block 105 has so far seen very little
exploration activity following the
acquisition of a sparse grid of 2-D
seismic data.

Premier Oil, MOECO and CNOOC
hold participating interests in the
acreage immediately to the north of the
block.

Neon’s managing director, Ken

Charsinsky, said: “I am delighted that
we have been able to expand our
exploration portfolio in Vietham through
the award of Block 105 at a time when
competition for Viethamese acreage is
increasing. There have been several
recent acreage awards, including three
blocks to ExxonMobil immediately to
the north of Neon’s Block 120 PSC in

the Quang Nai Graben.”

He said the respective seismic surveys
would help to delineate oil and gas
prospects that offer significant upside
and he expected the newly acquired data
to enable ranking of the prospects so
they could be high-graded for drilling.
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Developers of a new oil refinery in
Vietnam, which is already two years
behind schedule, could have their
building licence withdrawn unless they
can prove they have the money to go
ahead.

The Vietnamese government warned
the developers they must show they
have enough funds to proceed by June.
The refinery at Can Tho in the south is
supposed to be built by an all-Vietnam
consortium after US firm Semtech
withdrew in November 2009, which the
official news agency VNA said was the
result of financial problems.

The refinery was first proposed in
2004, gained a development licence in
May 2008 and was intended to be built
with a processing capacity of 2 million
tonnes per year (40,000 barrels per day)

of crude.

VNA said that the project was reduced
in size in 2009, with a revised down cost
of US$350 million, down from US$540
million, but then ran into more financial
problems at the end the year.

The Can Tho refinery is intended to
produce petroleum, LPG, diesel oil and
naphtha, and originally slated to begin
operations in late 2010 to supply the
fuel-hungry Mekong Delta region.

After California-based Semtech
withdrew, the development consortium
became 100% locally owned through a
joint venture between Vien Dong
Company and the Hoa Viet Group.
However, there have been reports in the
Vietnamese media that a Chinese firm
could become involved but nothing
more has been announced.

Vietnam has only one refinery
currently in operation — Dung Quat — but
this is not yet at full capacity, and
although the country is self-sufficient in
terms of oil, it must import refined
products.

Further developments

Work on a second refinery to be built by
a foreign partnership is scheduled to
start in June or July.

The US$1.7 billion refinery, to be
constructed by UK-based Technostar
and Russia’s Telloil at Vung Ro, a port
city in the central province of Phu Yen,
has also been delayed. Work was
intended to begin in 2008, and then in
2009, but was held up over land
clearance problems.

NEWS IN BRIEF
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New acreage released by the Minister
for Resources, Energy and Tourism,
Martin Ferguson at the 2010 APPEA
Conference and Exhibition in Brisbane
could lead to the discovery of new oil
and gas fields. Welcoming the release
and opportunities for the industry, the

Australian Petroleum Production &
Exploration Association (APPEA)
APPEA'’s CEO, Belinda Robinson, said
the discovery of new oil fields is critical
if Australia is overcome a growing trade
imbalance. “Australia’s oil production
peaked ten years ago. From meeting
nearly 100% of Australia’s needs in
2000, we have fallen just over 55% in
2010, and without major new
discoveries, it's anticipated to be just
32% by 2017,” Robinson said.
Australia’s petroleum and petroleum
products trade balance has also declined

from a surplus of US$0.9 billion in
2000, to a deficit of US$13.2 hillion
today and a projected deficit of US$28
billion by 2017. “The deterioration of
our oil reserves and self sufficiency
should have every Australian concerned
and this is a key reason why we must
ensure that Australia has the right policy
settings in place to encourage new
exploration,” she said. The potential for
the discovery of a major new oil
province in Australia is very real.
NEWSBASE, May 26, 2010
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India is likely to launch the next round
of auctions for oil and gas block
exploration in the current financial year
ending March 2011, a senior
government official said on May 20.
The government has a new exploration
licensing policy in place to facilitate
exploration of oil and gas resources.
“We have already initiated the process.
Typically it takes four to six months to
launch the auction,” said R K Sinha,
production adviser to the Directorate-
General of Hydrocarbons.

REUTERS, May 20, 2010
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Scottish oil and gas explorer Cairn
Energy said on May 20 it hopes to raise
output at its Rajasthan project in India to
125,000 barrels of crude per day in the
second half of 2010. “The pipeline from
the Mangala Processing Terminal
(MPT) in Rajasthan to Salaya in
Gujarat, is now complete,” the
Edinburgh-based group said in a
statement. “Hydrocarbons have been
introduced into the pipeline in the
second quarter of 2010.”

AFP, May 23, 2010
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Energy conglomerate, Gujarat State
Petroleum Corporation (GSPC), plans to
start its upstream overseas arm in the
next two to three years to look after its
global oil and gas explorations, a top
company official said. “We are likely to
start an upstream overseas arm in the
next two to three years. The overseas
arm will look after our international
exploration activities within the group,”
GSPC's Managing Director, Tapan Ray,
told PTI.

ET, May 23, 2010
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General oil and gas contractor Iranian
Offshore Engineering and Construction

Company (IOEC) has won the tender for

a major Indian offshore oil project, a
news report said. Quoting officials, a
PressTV report said a consortium of
India's Essar Offshore Subsea Limited
and IOEC offered a quotation of

US$235 million to emerge as the lowest
bidder for India's D-1 field development

project. IOEC Managing Director Al

Taheri said the D-1 field is located about

200 kilometres west of Mumbai in the
deep continental shelf, at a depth of 85
to 90 metres.

PTI, May 25, 2010
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Petra Perdana, which is involved in a

series of legal disputes and a massive
boardroom tussle, is expected to

continue attracting attention ahead of its

AGM to be convened next month. The

conclusion of Petra Perdana’'s EGM held

in February did not spell an end to the
countless issues surrounding the

company. A tussle is still believed to be

ongoing. In the latest move, Petra

Energy’s wholly owned subsidiary Petra

Resources Sdn filed a writ of summons

against seven persons it did not identify
for breach of fiduciary duties and breach

of trust. In an email reply to StarBiz
yesterday, former executive chairman
and director Tengku Datuk Ibrahim

Petra said it was not appropriate for him

to comment further on the entire legal
matter as it was the subject of a legal
suit. With the upcoming AGM, Tengku
Ibrahim said it was really up to the
shareholders what they wished to do in
the light of recent development.
“Personally, | think that shareholders

may want to consider whether it's in the
best interests of Petra Perdana that those

involved in the suit continue to work in
the company.” “I would like to assure
Petra Energy’s shareholders, business
partners and employees that we will do

our best to bring the responsible parties
to book for this misappropriation of
funds. “This includes pursuing this
matter in the civil court. In addition, we
will immediately review operational
issues - personnel, internal controls,
financial reporting - that could have
contributed to this misappropriation of
funds and resolve them quickly and
effectively,” Tengku Ibrahim said.
Meanwhile, Petra Perdana when
contacted said it had no information at
this moment that the suit involved the
company and/or its current employees.
“In addition, as it is prima facie a legal
case, it would be inappropriate for us to
comment at the moment,” it added.
Earlier this year, Tengku Ibrahim, along
with three other directors, were ousted
in an EGM, which lasted for 13 hours.
To recap, the entire Petra Perdana saga
started with the company selling its 25%
stake in subsidiary Petra EnergyThe
divestment reduced PPB’s shareholding
in Petra Energy to 29.59% with the
Tengku Ibrahim faction indicating that
the net proceeds would be used to pare
down bank borrowings and for other
financial obligations.

THE STAR, May 20, 2010
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The government is offering 18 oil/gas
blocks and nine coal bed methane
(CBM) fields to investors in its first
phase tenders in 2010, a senior official
said. Oil and Gas Affairs Director
General Evita Legowo announced the
offering of the 27 blocks to bidders at
the closing of the Indonesian Petroleum
Association (IPA) exhibition and
convention on May 19. Energy and
Mineral Resources Minister Darwin
Saleh officially closed the exhibition
and convention which was opened by
Vice President Boediono on May 18.
Legowo said that six of the tenders for
the oil and gas blocks were called
through a direct appointment mechanism
and 12 others through regular tenders.
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The blocks offered through direct
appointment mechanism were North
Sokang, North West Natuna, Titan,
Bone, Onin and North Arafura while
those offered through regular tenders
were Sokang, Singkil, Nias, Sunda Strai
Il, Sunda Strait Ill, Sunda Strait 1V,
Kangean I,Kangean Il, South West
Makassar, Wokam |, Wokam Il and
Digul. For the CBM blocks, four were
offered through direct appointment,
namely Sijunjung, Kutain Barat, Kutai
Timur, and Kapuas, and five were
through regular tenders, namely
Kampar, Pelalawan, Penajam Pasir I,
Penajam Pasir Il and Kendang. Evita
Legowo said that the government
learned that the development of CBM
had received good response from
investors.

ANTARA NEWS, May 20, 2010
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Iranian energy companies are exploring
possibilities for joint ventures in oil and
gas exploration activities in Pakistan.
This was stated by the senior financial
analyst of National Iranian Oil Company
(NIOC) and heads of Iranian Pavilion,
Reza Daneshgar at POGEE 2010 at
Karachi. “This is our first ever visit to
Pakistan and we have come here to
show our capabilities to Pakistani
companies in oil and gas exploration and
development,” he added.

APP, May 21, 2010
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The Social Security System (SSS) has
acquired a 9.7% stake in Phoenix
Petroleum Philippines, Inc., saying the
investment on the listed oil firm would
yield “good returns.” A statement by
Phoenix Petroleum quoted the president
of the state pension fund for private
sector workers, Romulo L. Neri, as
saying: “The investment in Phoenix
Petroleum is in pursuit of our basic
commitment to our members that their
contributions will flow into investments
that would yield good returns at a

manageable level of risk.” “We believe
that with its track record and its positive
business prospects, our addition of
Phoenix Petroleum to the SSS’ list of
investments was a good decision,” he
added. Dennis A. Uy, president of the
oil firm, said SSS’ entry was a “vote of
confidence in the future of an emerging
player in the downstream petroleum
sector.” Phoenix Petroleum’s
consolidated core net income rose by
167% to P70 million in the first quarter
of the year from P26.2 million in the
same period last year. The growth was
attributed by the firm in a statement last
week to a surge in fuel sales.

BUSINESSWORLD, May 19,

2010
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India’s estranged Ambani brothers
showed the first signs of reconciliation
since they split the family empire in
2005 by scrapping agreements that
prevented the billionaires from
competing with each other in business.
Mukesh Ambani, 53, and Anil Ambani,
50, the world’s richest siblings,
yesterday ended all non-compete
accords reached in January 2006 and
announced a new pact barring
competition in natural gas-based power
generation.

BLOOMBERG, May 24, 2010
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The initiative has been undertaken
India’s largest explorer, Oil and Natural
Gas Corp. (ONGC), which will spend 1
billion rupees to drill four wells by the
end of 2010. “Four wells will be drilled
in Damodar basin. By the end of this
year, we will be able to decide whether
shale gas exploration is commercially
viable in India,” a top ONGC official
said. In theory, India possesses large
shale deposits across the Gangetic plain,
Rajasthan, Gujarat and other coastal

areas. But none of these have been
explored for gas yet.
FC, May 17, 2010
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GAIL is in the process of signing a Gas
Sale Agreement (GSA) with Delhi
Mumbai Industrial Corridor
Development Corporation (DMICDC),
for the sourcing and supplying gas for
power plants proposed to be set up in the
region. DMICDC plans to develop six
gas based power projects of 1,000 MW
capacity each in the Delhi-Mumbai
Industrial Corridor. The projected
demand for power in the DMIC region
has been estimated at 27,200 MW in the
first phase (2013-14) and at 71,000 MW
in the final phase (2039-40).

IP, May 24, 2010
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You can check in whenever you like but
you can never leave. This is the current
status of British Gas after it farmed in
with a 30% stake in ONGC's KG-
DWN-98/4 block. BG claims that the
Production Sharing Contract (PSC) for
the block was terminated. The regulator
has claimed that BG continues to hold a
stake and remains responsible for
obligations. “BG’s argument that the
PSC has been terminated is wrong.
ONGC has applied for a one year
extension and the proposal has been
recommended by the DGH to the
ministry.”

IP, May 25, 2010
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GAIL claims that the delay in the
commissioning of the Dahej-Vijaipur
Pipeline (DVPL-Il) and the Dadri-
Bawana-Nangal Pipeline (DBNPL)
projects will not impact gas supply.
Customers depending on these projects
need not be perturbed as their supply
requirements are not likely to be
constrained by the delay.
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The DVPL-II project will aid in
supplying LNG for PLL’s Dahej
Terminal from where LNG supplies will
start moving up progressively from 2010
onwards, the company said.

GAIL, May 25, 2010
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Hindustan Petroleum Corp (HPCL)
chairman and managing director Arun
Balakrishnan and former IndianOil head
Sarthak Behuria are among the 10 in the
fray for the top job at Petronet LNG.
Besides, steel-maker SAIL chairman SK
Roongta, GAIL director for finance RK
Goel and ONGC director-HR and
business development Ashok Balyan are
also in the race for the post of CEO and
managing director of the country’s
largest liquefied natural gas importer.
10G, May 24, 2010

> 5%$3 +#,3
2%55

State gas distributor Perusahaan Gas
Negara (PGN) has suspended Djoko
Pramono, the director for general affairs
and human resources development, for
his alleged role in cases of corruption
and bribery. “PGN commissioners have
suspended Djoko Pramono starting May
21,” PGN corporate secretary Wahid
Sutopo said quoted by
tempointeraktif.com. He said PGN
commissioners had issued a letter
suspending Djoko, who had been non-
active since January when the corruption
eradication commission (KPK) began
the investigation into his alleged
involvement in the corruption and
bribery case also involving PGN’s
former president director Washington
Mampe Parulian Simanjuntak.
According Wahid, the commissioners
will propose for the dismissal of Djoko
in the company’s shareholders meeting,
which will be held on June 17. “Finance
director Riza Fahlevi will be temporarily
take over Djoko’s job,” Wahid said.

THE JAKARTA POST, May 25,

2010
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Energy experts said that oil and gas
exploration and production companies
have been able to explore only 10 to 20
percent of the high potential areas in the
country. They said Pakistan has a
minimum of estimated 60 to 90 trillion
cubic feet (TCF) of gas reserves and 4
billion of oil reserves. They were
speaking at the first session of POGEE
Conference 2010. Technical manager
(Joint Venture) Tullow, UK,
Muhammad Athar Jamil said Pakistan
can get at least 2 to 8 TCF from
Balochistan if security situation gets
better.

DAILY TIMES, May 21, 2010
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Moody's Investors Service says that SK
Energy Co Ltd's (SKE) planned
corporate reorganisation has no
immediate effect on the company’s Baa3
senior unsecured rating. Over the longer
term, SKE’s ultimate ownership in its
key operating subsidiaries, and debt
structure within the group, will be
important rating drivers. SKE
announced its plan to spin off its

refining and chemical businesses into
two separate subsidiaries by January 1,
2011. The businesses are at present
directly held by SKE. Completion of the
spin-off will require the approval of the
board and the shareholders later in the
year. “The spin-off of the refining and
chemical operations by SKE does not
immediately impact the holding
company’s control over the strategies
and cash flow of these two major
earnings contributors, as the subsidiaries
would likely be wholly owned by SKE
initially,” says Renee Lam, a Moody's
Vice President and Senior Analyst.
“Over the longer term, however, any
further plans for a partial sell-down or

initial public offering could affect
SKE'’s access to the resources of the
subsidiaries, which may impact its credit
profile,” adds Lam. “Immediately after
completion, structural subordination risk
for debt holders at SKE’s holding
company (holdco) level will likely be
mitigated by joint-liability agreements,”
says Lam, adding “These agreements are
a regulatory requirement and will state
that holdco and subsidiary are jointly
liable for any debt either has incurred
before the spin-off.” “Over the medium
to long term, the degree of structural
subordination risk will depend on the
allocation of debt incurred after the spin-
off between SKE and its subsidiaries,
which will not be covered by any joint-
liability agreement.” The last rating
action with respect to SKE was taken on
May 12, when the outlook of its Baa3
senior unsecured rating was revised to
stable from negative.

NEWSBASE, May 26, 2010
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Singapore’s EMS Energy Limited said
its subsidiary, Engineering & Marine
Services (Pte) Ltd (EMS), has secured a
contract to build a Mobile Modular
Workover Unit (MMWU) from
Vietnamese oil major Vietsovpetro on a
turnkey basis. The Contract is worth
approximately US$17 million, with a
delivery schedule of 23 months. EMS
delivered a similar MMWU in May
2009 and it has since been operating
offshore in Vietnam. Ting Teck Jin,
Executive Chairman and CEO of EMS
Energy Limited said; “This repeat order
serves as a strong endorsement to our in-
house engineering, procurement and
construction capabilities. It is also a
testimony to our product quality and
services. With the oil price around
US$70, we see an increase in offshore
rigs utilisation and we have received a
slew of inquiries for smaller, compact
and modular rigs for platform drilling
and work over operations.
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These rigs replace bigger ones such as
Jack Ups and the day rates are much
lower, approximately 1/5 of the Jack Up
rig rate. We are bullish that with our
experience and proven track record,
more oil operators and drilling
contractors will entrust us to build these
mobile rigs for their platform drilling
and work over operations.” “We are
seeing a recovery in the Oil & Gas
industry and are working hard to
accumulate orders to capitalise on our
expertise for such engineering projects
from our customers, especially those
operating in emerging markets such as
Vietnam and Southeast Asia.” Ting
concluded. The MMWU facilitates swift
and easy installation and mobilisation
for efficient re-working and repairing of
oils wells to achieve maximum
productivity. Its modular design offers
considerable cost savings with its unique
and ultra mobility modular concept
having the heaviest module weighing 12
tonnes. EMS is currently in discussion
with a few potential operators for its
range of bigger platform rigs with
module weight limiting at 25 tonnes and
50 tonnes. The Group, an established
provider of engineered services for the
global Oil and Gas industry since 1977,
has achieved a good track record for
similar projects over the years. It has
recently completed and delivered 28 sets
of Anchor Fairleads for oil major
Petronas Carigali (Turkmenistan). and is
currently completing another Hydraulic
Workover Unit with a 460,000 Ibs
capacity for another customer.
NEWSBASE, May 26, 2010
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Scomi Engineering’s net profit for the
first quarter ending March 31, fell to
8.111 million ringgits from 17.708
million ringgits in the corresponding
period of 2009. Its revenue, however,
increased to 128.923 million ringgits
from 126.772 million ringgits
previously. In a statement on May 19,
the subsidiary of Scomi Group said the
decline in net profit was due to lower

contribution from the machine shop
business. “The business saw a drop in
revenue due to the slowdown of activity
by major contract holders in the oil and
gas industry with the decline in rig
counts and reduced drilling activities,” it
said. On May 18, the company signed an
agreement with Sumitomo of Japan for
the sale of its machine shop business for
US$101 million in cash. Scomi
Engineering said its rail unit was the
primary contributor to revenue at 67%
as the Mumbai monorail project
progressed. President of Scomi
Engineering, Syahrunizam Samsuddin,
said the company would continue with
its efforts to reduce expenditure,
increase operational efficiencies and
monitor the execution of its projects.
“This will ensure the sustainability of
our business especially in challenging
market condition,” he said. He said the
company saw huge potential in the
transportation industry as governments
worldwide were increasing public
infrastructure spending to revive the
flagging economy. Moving forward, he
said, Scomi Engineering would focus its
marketing efforts in Brazil (after it
secured the rights to host the 2014
World Cup and 2016 Olympics) and
India (with potential projects in Pune
and Bangalore). He said the company
was also eyeing several project
opportunities in Jeddah, Medina and
Riyadh in Saudi Arabia.

BERNAMA, May 19, 2010

#(,3
24 .83)$ #$%'

Petronas plans to list shares of Malaysia
Marine Heavy Engineering (MMHE) on
Bursa Malaysia in September, sources
said. Last week, the state oil and gas
group hired Maybank Investment Bank
and JPMorgan to help arrange the initial
public offering (IPO), which is set to be
the biggest so far in 2009. “They have
set a very aggressive timeline,” one
source said. This means that the second
IPO, involving the much bigger
petrochemical business, is likely to
happen in 2011. It is not clear why

Petronas wants to do the IPO quickly.
One reason could be that it wants to
strike while the iron is hot: Malaysia’s
economy is rebounding nicely from a
recession last year and a large IPO could
also continue the momentum of positive
stories for the country. One of the main
reasons why Petronas is listing its units
is to drum up foreign investor interest in
the local stock market. Foreign investors
have complained that there are not many
large listed companies with enough
easily available shares for trading that
they require. Malaysia’s biggest IPO so
far this year is Masterskill Education
Group , which raised 771 million
ringgits. It is also Southeast Asia’s
biggest education group by market
value. MMHE reported a net profit of
284 million ringgits in the financial year
ended March 31 2009. Its performance
is driven by three core businesses
namely engineering and construction
services, marine conversion and marine
repair. MMHE runs a yard in Pasir
Gudang, Johor, one of the largest in the
region and the only one capable of
converting big ships into vessels that can
process and store oil and gas. These are
known as floating, production storage
and offloading units and floating storage
offloading units. The yard is also used to
fabricate high-tonnage offshore oil and
gas structures. According to OSK
Research, MMHE has a huge
outstanding order book valued at 6.4
billion ringgits as at December 31 2009.
It could win more jobs. Petronas could
give it some big projects after winning
the rights to develop four oilfields in
Iraqg late last year. Petronas already has
four listed units on Bursa Malaysia. It
listed petroleum retailer Petronas
Dagangan in 1994 and Petronas Gas in
1995. It also holds 62.67% of MISC ,
the world’s largest carrier of natural gas,
and 32.79% of Bintulu Port Holdings .
BUSINESS TIMES, May 21, 2010
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Malaysia's Kencana HL has been
awarded with a contract to build a jacket
for an offshore platform in India.
Mumbai-based Larsen & Toubro
awarded the contract, said Kencana
parent group Kencana Petroleum in a
filing to Bursa Malaysia in Kuala
Lumpur. The US$15.5-million contract
comprises the fabrication, load-out and
sea fastening of a six-legged jacket, and
piles for GSPC DDW-1 project, offshore
India. The project is to be completed in
the second quarter of 2011.
NEWSBASE, May 26, 2010
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Keppel Singmarine has announced it has
delivered five vessels, including a Multi-
Purpose Supply and Support Vessel
(MPSSV), an Anchor Handling Tug
Supply (AHTS) vessel and three
tugboats. Hoe Eng Hock, Executive
Director of Keppel Singmarine, said,
“These vessel deliveries reinforce
Keppel Singmarine’s ability and
commitment to provide reliable and
versatile solutions that meet the
requirements of offshore frontier. We
strive to provide value-added services
for our global clientele, and ensure that
the vessels entrusted to us are completed
on time, safely and within budget.”
Greatship Mohini, a MPSSV was
delivered to Greatship Global Offshore
Services Pte Ltd (Greatship), a member
of the Great Eastern Shipping Group of
India. This 94-metre long vessel has
been equipped with two units of
electrically driven 2600KW Azimuth
thrusters and three units of 1,050 KW
tunnel thrusters to achieve a Dynamic
Positioning Il capability. Greatship
Mohini is the second state-of-the-art
vessel that Keppel Singmarine has built
for Greatship. This vessel has since been
acquired by REM Offshore , a
Norwegian offshore shipping company.
The company also delivered Hadi 28, an
AHTS to its regular client Hadi H. Al-

Hamman Establishment (Hadi) for
deployment in Saudi Arabia. The 80-
tonne bollard pull vessel is equipped
with dynamic positioning system and
Azimuth thrusters to enhance its
position keeping and manoeuvrability as
she performs various supply and support
functions for the offshore installation
and floating units. In addition, two 50-
tonne bollard pull twin-screw Azimuth
Stern Drive (ASD) tugboats, Mirbat and
BT Bontang 08, have been delivered to
Salalah Port Services Company SAOG
of the Sultanate of Oman and PT. Badak
NGL in Indonesia respectively.
Meanwhile in China, Keppel Nantong
Shipyard has also delivered a 65-tonne
bollard pull twin-screw ASD tugboat,
KST 56, to Keppel Smit Towage. All
three tugboats are of proprietary design
developed by Keppel Singmarine’s
technology unit, Marine Technology
Development. “We seek to bring our
engineering and execution capabilities
even closer to the doorsteps of our
global customers and their markets,”
said Hoe. “With the addition of our
latest facility, Keppel Singmarine Brasil,
to Keppel O&M's international network
of yards, | am confident that ship owners
seeking a one-stop hub for customised
vessels with added local content will
find a very compatible partner in
Keppel.”

NEWSBASE, May 26, 2010

= 4,, 1528 $)55%
"$. (3 3 $%
(13,353

Daewoo Shipbuilding & Marine
Engineering Co., the world’s second-
largest shipyard by order backlog, aims
to almost triple contracts for offshore
facilities this year as economic growth
spurs energy demand. The company
may win US$5 billion worth of orders
for drilling rigs and floating production
facilities this year, compared with
US$1.8 billion last year, Executive Vice
President Brendan Jeong said in an
interview in Seoul on May 14. “There
will be a boom in demand for
production facilities,” Jeong said. “As

existing fields are depleted, the need to
develop isolated ones is increasing.”
Hyundai Heavy Industries Co. and
Samsung Heavy Industries Co. have also
predicted a jump in offshore orders this
year, undeterred by an oil-rig leak
triggering a drilling ban in the Gulf of
Mexico. Oil companies including Royal
Dutch Shell Plc and Petroleo Brasileiro
SA are still pushing ahead with projects
near Australia and Brazil because global
fuel demand is expected to rise as much
as 18% over the next 10 years,
according to Robert Fryklund, vice
president of industry relations at energy-
consulting firm, IHS Inc. Daewoo
Shipbuilding may win an order worth
about US$1.6 billion to build a floating
oil production and storage plant from
Total SA of France, MoneyToday
reported May 6, citing the company. A
contract may be signed in the second
quarter, it said. Jeong declined to
comment. Daewoo Shipbuilding is also
planning to expand into developing gas
fields because of rising demand for
cleaner fuels, Jeong said. The company
will provide services such as drilling and
production in addition to building
platforms, he said. Global demand for
liquefied natural gas will double by
2020, Guy Outen, Shell’'s executive vice
president for exploration and
production, said on April 20. “Rising
concerns about quality of life is stoking
demand for LNG,” Jeong said. “Carbon
emissions can be reduced by using less
coal and oil and replacing them with
LNG.” Daewoo Shipbuilding fell 4.7%
to 18,350 won as of 10:34 a.m. in Seoul
trading after Korea Economic Daily said
that Korea Development Bank had
delayed plans to sell a controlling stake
in the shipyard, citing Min Euoo Sung,
the lender’s chief executive officer. The
bank will try to revive the sale by year
end, the report said. Spokesmen at KDB
and Daewoo Shipbuilding said they
couldn’t immediately comment.
Separately, Chosun Ilbo reported that
POSCO may not bid for the company.
BLOOMBERG, May 17, 2010
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Reliance Industries Ltd (RIL) overshot
its April target of crude throughput for
its domestic refinery at Jamnagar. The
private major processed 2,678 TMT of
crude as against a planned throughput of
2,670 TMT for the month. This is an
improvement over last month when RIL
had failed to meet its target of 2,775
TMT, producing only 2,659 TMT.
‘Other inputs’ processed during the
month of April, 2010 stood at 252 TMT,
which was lower than the planned level
of 307 TMT.

RIL, May 24, 2010
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At its Mumbai Refinery, BPCL
processed a total of 1,030,537 MT of
crude in April. Out of this, 659,900 MT
was imported while the remaining
370,637 MT was obtained indigenously.
In the imported crude category, a total of
440,674 MT of high sulphur crude was
processed at the refinery, out of which
270,588 MT was Arab Mix crude,
99,347 MT was Kuwait Export crude,
34,835 MT was Masila Blend crude and
22,891 MT was Arab Extra Light crude.
BPCL, May 24, 2010
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Bang Chak Petroleum announced on
May 25 that from May 26, it would cut
prices of petrol and gasohol by 0.50 baht
per litre and by 0.60 baht a litre for
diesel. Effective from 5am on May 26,
the new pump prices will be 35.04 baht
per litre for petrol 91, 31.24 baht for
gasohol 95, 29.74 baht for gasohol 91,
28.94 baht for gasohol 95. Prices of
diesel will be 28.09 baht per litre, 27.99
baht for diesel B2 and 27.69 baht for
diesel B5. The price of gasohol E85
remains unchanged at 20.32 baht per
litre.

BANGKOK POST, 25/05/2010
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South Africa mining company Sasol is
expected to decide whether or not to
invest US$10 billion in Indonesia after it
has completed a feasibility study in
September, an official said. “The
company is expected to complete its
feasibility study in September 2010. It is
expected they (Sasol) will decide
whether or not to invest here two
months later,” Chairman of the
Investment Coordinating Board

(BKPM) Gita Wirjawan said after a
working meeting with the House of
Representatives’ Commission VI at the
parliament building on May 24. He said
the agency had sent a team of officials to
South Africa to meet with the
management of Sasol. “Our staff
members are now in South Africa to
discuss the investment plan with Sasol,”
he said. The South African company had
expressed interest in building a coal
liquefaction plant in Indonesia. It will
become the biggest foreign investor in
the country if it realises the investment
plan. Gita said Sasol was one of the
companies, which had technology to
convert coal into fuel oil. “Sasol is ready
to build a plant to process coal into fuel
oil in Indonesia,” he said.

ANTARA NEWS, May 25, 2010
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Union Minister for Petroleum and
Natural Gas Murli Deora on May 23
handed over the sanction letter to
provide 600,000 free LPG connections
in 2010-11 to the State (Tamil Nadu) to
Chief Minister M. Karunanidhi. Deputy
Chief Minister M.K. Stalin had
announced that Indian Oil Corporation
and Tamil Nadu Industrial Development
Corporation would jointly set up a 100-
billion rupee LNG terminal and power
plant near Ennore Port.

I0G, May 24, 2010
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Oil and Gas Sector

AfrOill

Shell has set out plans to invest US$2 billion in N
reduce gas flaring.

igeria to

ChinaOill

China plans to trial a new 5% tax on oil and gas ex
in Xinjiang.

traction

EurQil

Valiant Petroleum has begun the second phase of dri  lling
at Don Southwest.

FSU OGM

SOCAR and a Swiss oil trader have set up a jointve  nture
to build oil storage facilities in the Middle East.

GLNG

India’s Ratnagiri Gas and Power has delayed the ope  ning
of the Dabhol LNG terminal until March 2011.

MEOG
China’'s CNPC has taken a 35% equity stake in Syria  Shell
Petroleum Development.

NorthAmOil

The US is to divide the MMS into three separate age  ncies,
in part because of the Macondo disaster.

Unconventional OGM

China Investment Corp. has bought a 45% stake in a
planned oil sands project in Canada.
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