Energy

E§
7

Intelligence

Vol. 57, No. 103, Wednesday, May 30, 2007

OIL DAILY

Today's complete oil and gas news briefing.

Abu Dhabi’s Taga Buys Canada’s Northrock

Abu Dhabi National Energy Co. (Taga)
is to buy Calgary-based Northrock Re-
sources, which has producing assets in
Western Canada, from US-based parent
Pogo Producing for $2 billion. The move
adds to Taqa’s rapidly growing resource
base and raises much-needed cash for
troubled Pogo.

The sale is expected to close during the
third quarter of this year. Once the deal
goes through Taqa will take on Northrock’s
142 million barrels of oil equivalent proven
reserves in the Western Canadian Sedimen-
tary Basin, the company said in a state-
ment on Tuesday. In the past three years,
Northrock has averaged production of
35,700 barrels of oil equivalent per day,
consisting of 19,200 barrels per day of oil,
condensate and natural gas liquids and
98.8 million cubic feet per day of sales gas.

Taqa said it expects to produce 37,700
boe/d by the end of 2007.

Pogo said in a statement on Monday
that Northrock has total reserves of ap-
proximately 706 billion cubic feet equiva-
lent (118 million boe) of estimated
proven reserves as of Dec. 31, 2006, and
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its fields currently produce approximately
29,000 boe/d.

Based on Taga’ estimate of the proven
reserves, the deal works out at around $14
per barrel of oil equivalent. Based on Pogo’s
more conservative estimate, it works out at
around $17/boe. According to research
firm John S. Herold, the average price paid
for proven reserves in Canadian mergers
and acquisitions amounted to $18.65/boe
in the first quarter of 2007.

The deal represents first entry into
Canada for Taqa, an Abu Dhabi govern-
ment-controlled entity tasked with hold-
ing almost 80% of Abu Dhabi’s power
generation and over 90% of its water de-
salination capacity. Previously Taqa said it
was looking to invest between $3 billion
to $6 billion in oil and gas assets in 2007,
targeting mainly the Mideast, North Africa
and the UK-Dutch North Sea.

“Northrock provides the ideal entry ve-
hicle to Canada for Taqa,” said the compa-
ny’s chief executive, Peter Barker-Homek,
adding that Northrock’s 2.6 million acres
of land holdings provided “ample growth
opportunities” for the business.
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Buoyed by an influx of petrodollars,
Mideast Gulf companies such as govern-
ment-controlled Taqa have been busily
expanding their portfolios. The company
bought BP’s Dutch exploration and pro-
duction business for $694 million earlier
this year and in January announced it
would acquire Canadian Talisman Ener-
gy’s Brae interests in the UK North Sea
for $550 million (OD Jan.17,p7).

In contrast, Pogo has been under pres-
sure from investors for alleged misman-
agement and has divested parts of its
portfolio. Last month, the company an-

(See Northrock, page 2)

BP Signs Breakthrough Libya Gas Deal

BP has signed a near billion-dollar up-
stream natural gas exploration and LNG
deal in Libya, marking the UK superma-
jor's return to the North African country
more than 30 years after its interests there
were nationalized.

The deal, which has been under negoti-
ation for nearly two years, was signed late
Tuesday during a visit to Libya by outgo-
ing UK Prime Minister Tony Blair, who ar-
rived in the coastal city of Sirte earlier in
the day.

As part of the agreement with Libya’s
National Oil Co. (NOC), BP and its
Libyan partner, the Libya Investment
Corp., will explore around 28,850 square
feet of the onshore Ghadames and off-
shore frontier Sirte basins. During the ex-
ploration and appraisal phase, BP will ac-
quire 2,123 sq miles of 2-D seismic and
11,585 sq feet of 3-D seismic data.

www.energyintel.com

BP Chief Executive Tony Hayward said
in a statement that the deal was worth at
least $900 million, adding it was “BP’ sin-
gle biggest exploration commitment.”

The deal gives BP the right to drill 17
wells in the offshore Gulf of Sirte Basin
and the onshore Ghadames Basin. BP
discovered the huge Sarir oil field in the
Sirte Basin in 1961, one of the first big
finds in Libya.

Hayward was on hand to sign the
massive deal, securing his first major pro-
ject since taking over from John Browne
at the start of this month (OD May3,p2).
Most of the groundwork for the deal
was laid under Browne, who had made
several trips to Tripoli to meet Libyan
leader Muammar Qaddafi and other se-
nior officials. But Hayward was also in-
volved as head of BP’s exploration and

(See Libya, page 2)
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Report Addresses Green, Social Issues Ahead of Exxon Meeting

Exxon Mobil might be the darling of Wall
Street but it’s no prince in the eyes of some of
its shareholders.

The Texas-based company made $39.5 bil-
lion in profits in 2006 and its stock rose 35% in
the last year. But an outspoken group of in-
vestors maintain the supermajor must do more
to address climate change, alternative energy;,
CEO compensation and employee rights.

Exxon insists it is making progress. The com-
pany’s “2006 Corporate Citizenship Report”
claims its workforce incident rate fell by 68%
from 2000, oil spills were down 21% from the
previous year and its emission-reduction strate-
gies resulted in a drop of about 8 million metric
tons of carbon dioxide emissions since 1999.

The company’s greenhouse gas emissions
were 146 million metric tons, a 5.4% in-
crease over 2005, due to increases in oil pro-
duction in Africa and energy-intensive lique-
fied natural gas production in the Mideast,
according to the report.

Exxon has pledged to improve energy efficien-
¢y in its worldwide operations by 10% by 2012.

The report, released May 23, arrived a week
before shareholders are expected to press the
company on environmental, governance and
social issues at its annual meeting on Wednes-
day in Dallas.

Last week, a group of institutional investors,
including the California state teachers retire-
ment fund, state treasurers of six states, labor
union pension funds and some mutual funds
threatened to withhold their votes for Exxon

Libya...

(Continued from 1)
production over the period.

Another key figure in the negotiations
was Mark Allen, a senior BP advisor who
previously worked for the UK’ Secret Intel-
ligence Service, or M16, helping to broker
the groundbreaking agreement with Libya
that led to the lifting of sanctions in 2004.

Overseeing the agreement on the
Libyan side were NOC’s Ghanem and Seif
al-Islam, one of Qaddalfi’s sons.

According to an industry source familiar
with the negotiations, BP earlier mulled an
alliance with Tamoil, the Libyan state-
owned refiner and downstream investment
vehicle registered in the Dutch Antilles.

Tamoil is one of several Libyan state-
owned oil companies with assets outside
the country — including London-based
service companies Teknica and Umm al-
Jawaby — that Ghanem has proposed ei-
ther selling off or relocating to Tripoli.

Two years ago BP’ rival Royal Dutch
Shell became the first major Western oil
company to reach an integrated gas devel-

board member Michael Boskin for his refusal
to meet with shareholders on climate change
issues (OD May25,p5).

In all, investors have filed more than a dozen
shareholder resolutions seeking changes in the
company’s behavior on everything from climate
change to political contributions.

The dissident shareholders contend that
Exxon has spent relatively little money on re-
newables, opposes a strong national climate
policy and continues to fund groups that ques-
tion the scientific consensus on climate change.

“Exxon Mobil’s inaction on global warming
stands in stark contrast to industry peers such
as BP, Shell, Chevron and ConocoPhillips,” said
Mindy Lubber, president of investor and envi-
ronmental coalition group Ceres.

Exxon’s massive profits and winner-take-all
tactics have long made it a target of environ-
mentalists and other public interest groups. Re-
cent record prices at the pump haven' helped
the supermajor’s public image (OD May29,p1).

Exxon has said it has dropped funding
of some groups that downplay the risks of
greenhouse gas emissions and that its position
on climate change has been misunderstood
(OD May21,p6).

In the corporate citizen report, Exxon
said, “Because the risk to society and
ecosystems from rising greenhouse gas
emissions could prove to be significant,
strategies that address the risk need to be
developed and implemented.”

Nevertheless, shareholders contend the

opment deal with Libya, |securing four
Sirte Basin exploration blocks, coupled
with a pledge to rehabilitate the Mersa el-
Brega LNG plant (OD May4'05,p5).

Libya is set to launch a gas-focused li-
censing round later this year, with first de-
tails due to be announced at the start of July.

T Paul Sampson and
Peter Kemp, London

Northrock. ..

(Continued from 1)
nounced it had sold off its Gulf of Mexico
assets to Houston-based Energy XXI for
$420 million and sold some of its US Gulf
Coast onshore assets for $102 million. It
also said it was actively looking to sell its
Northrock assets.

Pogo reported a net loss of $21.2 mil-
lion for the first quarter of 2007, versus
a net profit of $67.5 million in the same
period of 2006.

T Alex Schindelar, Dubai
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company hasn't done enough to combat cli-
mate change. Among the shareholder resolu-
tions are calls for Exxon to set specific green-
house gas reduction goals and increase spend-
ing on climate-friendly renewable technologies.
Exxon opposes both measures, arguing that its
traditional fossil fuel-based business promises
far greater value than renewables.

Another shareholder resolution would re-
quire Exxon to list the amount of CO2 emis-
sions generated by gasoline and diesel sold at
its retail stations. Exxon says the proposal is
not an “effective or appropriate way to ad-
dress public concerns about climate change.”

A group of New York nuns, who say Exxon
ranks sixth on the list of worst US corporate
polluters in terms of amount and toxicity of
pollution, is asking the company to issue a re-
port on its environmental impacts in the com-
munities where it operates. Exxon says the ad-
ditional report is unnecessary.

A number of the shareholder resolutions
address what dissidents insist is excessive
executive compensation, asking the compa-
ny to limit or give shareholders a say in
CEO compensation. Exxon opposes each of
the resolutions.

The company recommends shareholders
vote against a resolution calling for increased
transparency of Exxon’ political contributions.

Exxon also opposes a resolution asking it
to adopt in writing a nondiscrimination poli-
cy against homosexuals.

T Robert Dillon, Washington

JED Sells Alberta Assets

Calgary-based oil and gas company Jed
Oil said it agreed to sell its assets in the
North Ferrier section of Alberta for about
$33.9 million in cash to fund the acquisi-
tion of Canada’s Caribou Resources Corp.

The sale of the assets is expected to be
closed on Jun. 8, the oil and natural gas
company said in a statement. The name of
the buyer was not disclosed.

On May 23, JED announced that it had
made an offer to Caribou to acquire all of
its shares and settle with its creditors.
JED’s offer includes payment to Caribou’s
major secured creditor of approximately
$26.7 million. JED’ offer is open for ac-
ceptance until Jun. 1.

JED offered one share of the company
for every 10 shares of Caribou, which in
January filed for protection under the
Canadian Companies’ Creditors Arrange-
ment Act, similar to Chapter 11 protec-
tion in the US.

Caribou’s production at the end of
2006 was 1,200 boe/d, while JED current-
ly produces about 1,100 boe/d, JED said
in a statement.

www.energyintel.com
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US-Iran Talks Help Drive Crude, Products Futures Lower

Crude and product prices tumbled on Tues-
day on the back of recent bearish develop-
ments, including a thaw in relations between
the US and oil producer Iran. Positive news in
Nigeria — where the new president was inau-
gurated peacefully — added to the selling. In
the gasoline market, refinery troubles support-
ed spot prices in the Midwest, but the futures
market plunged on expectations of another
build when the US government reports its
weekly petroleum data on Thursday.

Over the three-day weekend, high-level
officials from the US and Iran held talks in

Baghdad, the first meeting between the two
countries in almost three decades.

“A big part of the surge in oil prices has
been speculation because of geopolitics,”
said Fadel Gheit at Oppenheimer & Co.
“If tensions cool between the US and Iran,
a big fear is removed from the market.”

In London on ICE Futures, Brent crude
lost $2.56 to $68.13 per barrel.

On the New York Mercantile Exchange
(Nymex), light, sweet crude for July was
down $2.05 to $63.15/bbl. Nymex gasoline
futures lost 10.58¢ to $2.2979 per gallon.

Daily Oil & Gas Price Review

While gasoline futures tumbled on Tues-
day, Midwest spot prices traded almost 40¢
over Nymex because of a delayed restart at
a BP refinery in Ohio.

Although the markets came off sharply, an-
alysts warned that the losses might not neces-
sarily be the start of a trend. With mainte-
nance ending, refiners will have a growing ap-
petite for crude in order to meet gasoline de-
mand. Moreover, even if another build is re-
ported for gasoline stocks, they are still below
average and will take some time to rebuild.

T Matt Piotrowski, Washington

Prices for Tuesday, May 29, 2007
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Yar’Adua Takes Office in Nigeria;
Refineries Sold to Top Businessmen

Nigerias top businessmen took control of
three of the country’ four refineries Monday, a
day before the country’s new president, Umaru
Yar’Adua, took office in the first civilian han-
dover of power in the countrys history.

The controversial sale of the decrepit state-
owned refining facilities to local bigwigs was
rushed through in the last few days of Presi-
dent Olusegun Obasanjos eight-year rule.

Despite street protests in Lagos at the con-
duct of the controversial April presidential
poll, YarAduak inauguration passed without
incident in the capital of Abuja Tuesday.

Other state asset sales in the years since
Obasanjo was elected in 1999 have made a
small group of Nigerians extremely wealthy as
they have bought hotels, telecommunications,
fertilizer, steel and cement companies. Critics
say the privatizations have benefited a tiny
clique of businessmen close to Obasanjo who
now control much of the country’s economy:

The refineries, which were offered unsuc-
cessfully to foreign oil companies in a package
with exploration acreage, are almost the last
significant state-run sector to fall under the
sway of local entrepreneurs.

Cooling Degree Days

- Week Dev - — Cum Dev —
From From From
Week From Year Cum From Norm Year

State/City (PADD) Total Norm Ago Total Norm Pct Ago
ALA/Montgomery (3) 49 -11 41 321 44 16 -9
ARIZ/Phoenix (5) 46 27 8 9719 334 52 17

ARK/Little Rock (3) 60 2 43 338 92 Iy I
CALIF/Los Angeles(5) 0 7 7 61 16 NM. 16
San Frandisco (5) 3 3 2 23 14 NM 1
(0L0/Denver (4) 0 8 -2 15 0 NM. 25
CONN/Hartford (1) 21 9 19 46 13 NM. 42
DEL/Wilmington (1) 18~ -1 13 5% 1 NM 43
D(/Washington (1) 3 125 1m0 7 7 62
FLA/Miami (1) 92 -13 -6 135 155 13 81
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IDAHO/Boise (4) 7 1 4 61 37 NM. -10
ILL/Chicago (2) 8 14 16 66 22 NM. 44
IND/Indianapolis (2) ~ 48 26 33 128 67 NM. 92
IOWA/Des Moines(2) 25 7 -5 112 5 NM. 55
KAN/Wichita (2) 3l 27 -5 125 41 NM 76

KY/Louisville (2) 523 31 244 134 122 164
LA/NewOrleans (3) 71 <11 -24 541 57 12 -155
MAINE/Portland (1) 15 13 15 15 13 NM 15
MD/Baltimore (1) 20 2 12 6 4 NM 44
MASS/Boston (1) 7 17 M 53 26 NM. 47
MICH/Detroit (2) 24 10 14 42 6 NM 29
MINN/Minneapolis (2) 21 7 -1 72 39 NM. 42
MiISS/Jackson (3) 5 5 35 339 40 13 42
MO/Saint Lous (2) 53 20 4 224 102 84 106

MONTBillings (4) 0 -7 -6 12 2 NM 25
NEBR/Omaha (1) 28 10 -0 113 57 NM. 28
NEV/Las Vegas (5) 108 21 -14 682 313 85 112
NH/Concord (1) 14 7 12 28 13 NM. 26
NJ/Atlantic City (1) 18 4 1 52 16 NM. 36
NM/Albuguerque (3) 12 -12 -61 43 8 NM 111
NY/Buffalo (1) 20 13 2 8 5 NM 24

New York (1) 9 25 3% 86 42 NM. 59

NC/Raleigh-Durham (1) 35 2 3 198 62 46 6l
ND/Bismarck (2) 4 35 12 -3 NM -16

In one of Obasanjos last acts as president,
the Bureau of Public Enterprises (BPR), the
state privatization agency, transferred 51% of
the two Port Harcourt refineries and the
Kaduna refinery to the local Blue Star Oil Ser-
vices consortium.

The handover went ahead after oil workers
at state Nigerian National Petroleum Corp.
called off a strike to protest the sales, having
earlier secured a 15% pay rise. The settlement
averted a strike across the entire energy sector
(OD May29,pl).

At his inauguration, Yar'’Adua admitted to
“lapses and shortcomings” in the election
process and said addressing the violence on the
Niger Delta, the country’s troubled oil produc-
ing heartland, would be among his priorities.

The refinery sales netted $721 million, of
which $561 million was for the Port Harcourt
refineries, which have a combined capacity of
210,000 barrels per day, and $160 million for
the 110,000 b/d Kaduna refinery. The state
will retain minority shares in the units. Only
the 125,000 b/d Warri refinery is still in ma-
jority state hands.

T Peter Kemp, London

For the week of May 26, 2007

- Week Dev - — Cum Dev —

From From From

Week From Year Cum From Norm Year

State/City (PADD) Total Norm Ago Total Norm
OHIO/Columbus (2) 46 28 34 94 40 NM. 70
OKLA/Tulsa (2) 4 -2 69 25 82 45 T7
ORE/Portland (5) 6 0 7 -3 NM 25
PA/Philadelphia (1) 26 4 19 69 8 NM 40
RI/Providence (1) YL V] 34 16 NM. 32
SC/Charleston (1) 43 22 46 282 31 10 54
SD/Rapid City (2) -13 24 14 NM -6
TENN/Memphis (2) 75 18 -31 404 153 61 46
TEXAS/Dallus (3) 66 -6 -65 412 114 38 -233

Houston (3) 74 -0 -7 558 50 10 -165
UTAH/Salt Lake (4) 10 -2 41 104 79 NM 2
VT/Burlington (1) % 7 9 36 17 NM3

VIA/Richmond (1) 9% 2 5 145 W N 5
WA/Seattle (5) 0 2 2 NM -6
W.VA/Charleston (1)~ 41 20 32 141 52 NM. 97
WIS/Milwaukee (2) 17 10 13 39 17 NM 32
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Regional Breakdown
Average of Reported Cities by PADD*

=)
=)

1: East Coast 3l 6 9 158 28 11 4
2 Midwest M 12 4 132 5 1 3%
3: Gulf Coost 55 -8 42 365 56 18 -100
4: Rocky Mountains 3419 39 M 162 -4
5: West Coast 8 6 5 29 113 63 3

* Indicative averages by Petroleum Administration For
Defense Districts based on cities listed above and not a full
index for the districts. Based on 1951-92 norms. ‘Dev’ is
actual difference in number of degree days, while ‘Pct’ is
percentage difference as figured by Climate Analysis Center
at Rockville, Md., which supplies the data published by Oil
Daily. The center is part of the Commerce Department's
National Oceanic and Atmospheric Administration.

Heating season: Nov. 1-May 15. Cooling season: May 16-Oct. 31
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Canadian Producers
Hope to Replicate
US Shale Gas Success

Canadian companies, casting an envious eye
south of the border to the prolific Barnett Shale
play in North Texas, are starting to kick the tires
on some shale gas plays in their own backyard.

The move follows the pattern of coalbed
methane development in North America, which
is already well established in the US and has
recently been gaining significant momentum
in Canada too. Canadian junior Stealth Ventures
said on Tuesday it has closed a farm-in deal cov-
ering an additional 17 gross sections of land in
the Wildmere project area of eastern Alberta.

The deal, with an unnamed oil and gas
trust, will give Stealth interests in a total of
97 gross sections of land in the area where it
is targeting the Cretaceous Colorado shale.

Stealth already has production from five
wells, with one more well currently awaiting
tie-in to a pipeline. An additional five wells are
scheduled for stimulation and tie-in operations.

The company has assigned a C$10 million
(US$9.3 million) budget to the Wildmere
project, with 20 to 25 wells to be drilled this
summer. To the east, in the province of
Saskatchewan, Stealth and its partner have
initiated a shale testing program in the Foam
Lake and Moose Jaw areas which will contin-
ue throughout the summer.

To date 39 wells have been drilled on the
company’s four properties in Saskatchewan
which have found and exhibited similar char-
acteristics to the producing shale gas property
in Alberta. Stealth and its partner are prepar-
ing a fracture stimulation program which is
expected to start this summer.

Separately on Tuesday, Triangle Petroleum
said it had taken another important step in its
Canadian shale gas development program by
acquiring 516,000 acres of land in Nova Scotia.

Earlier this year, the company announced a
68,000 acre farm-in agreement for a shale gas
prospect in New Brunswick.

Triangle said it will transfer the experience it
has gained from projects in the Fayetteville Shale
(Arkansas) and Barnett Shale (Texas) to the new
shale gas opportunities in Eastern Canada.

The company will earn a 70% working in-
terest in the block in the Windsor area of Nova
Scotia, subsequent to paying a deposit to the
provincial government before Sep. 15, 2007
and then electing to drill a test well no later
than Sep. 15, 2008.

“Our geo-science team has identified com-
parable geological attributes in the Eastern
Canadian basins to the Barnett and Fayet-
teville trends of the Fort Worth and Arkoma
Basins,” said Ron Hietala, president of Trian-
gle’s operating subsidiaries.

T Andrew Kelly, Houston
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TNK-BP Looks Set to Lose Kovykta Licenses After Court Ruling

Time appeared to be running out Tues-
day in the standoff between Russian-UK
joint venture TNK-BP and Moscow re-
garding TNK-BP’s licenses for the huge
Siberian Kovykta gas fields.

An arbitration court in the East Siberian
province of Irkutsk Monday upheld a pe-
tition by two Russian regulators against
TNK-BP subsidiary Rusia Petroleum,
which holds the Kovytka licenses. The lo-
cal court was TNK-BP’s last chance to
hold up or reverse the license revocation
process, according to most observers.

The Russian Ministry of Natural Re-
sources environmental oversight board
Rosprirodnadzor began an inspection of
the field on May 23. Rosprirodnadzor
Press Secretary Anna Khitrova wouldn't
tell Oil Daily when the board would issue
a summary of its findings. However,
Rosnedra, the Russian subsoil agency and
final authority on licensing issues, has a
scheduled a meeting on the issue for Jun.
1, according to media reports.

Pressure from Rosprirodnadzor was a
key factor in Russian state gas company

OIL DAILY

Founded 1951 » 1401 New York Avenue, N.W.
Suite 500, Washington, D.C. 20005-2150 ¢ Phone:
(202) 662-0700 e Editorial Fax: (202) 783-8230

N Energy
% Intelligence

Raja W. Sidawi, Chairman
Thomas E. Wallin, President
Paul Merolli, Editor; Oil Daily
James Bourne, Editor, International Edition

Published By:

Editorial: Sarah Miller Editor-at-Large. Washington: Greg
Couturier, R.A. Dillon, Manimoli Dinesh, James
Irwin, Matt Piotrowski, Patricia Vasquez. Houston: Jeff
Gosmano, Andrew Kelly, Alan Lammey, Barbara
Shook, John Sullivan. New York: David Knapp, John
van Schaik, Ivan Weiss. London: Axel Busch, Ruba
Husari, Kerry Preston, Angus Rodger, Jim Washer.
Singapore: Angus Rodger, Song Yen Ling, Clara Tan.
Moscow: Andrei Glazov, Nelli Sharushkina, Carter
Tellinghausen.

Production: Terry King, Production Manager

Yusef Ramelize, Production Coordinator

Customer Service: Customer Service (212) 532-1112 or customerservice@energyintel.com.
Copyrght © 2007 by Energy nelgence Group,Ic SN 1529-4366, 0 Dy ® s a egs-
tered trademark of Energy Inteligence Group, Inc. ® Al rights reserved. Reprodudion in any
form s forhidden without writen permission from the publisher, wih the exception hat autho-
rizafion fo photocopy items for intemal or personal use, the infemal or personal use of specifc
dients, and for trining purposes other than dassroom is granted by Energy Inteligence Group,
Inc, provided that he appropriate fee is paid diredy fo Copyright Clearance Center, 222
Rosewood Dr, Danvers, Mass. 01923, Tek: (978) 750-8400. For the copying of matericlfor doss-
room use, please confact a Customer Service Representative at Copyright Cearance Center. ((C's
Transacional reporing S for thepublcion’s 15294366,

Gazprom taking a majority stake in the
Royal Dutch Shell-led Sakhalin-2 project
offshore Russia’s Far Eastern Pacific coast
at the end of last year (OD Dec.22,p1).

The deck is already stacked against
TNK-BP because Kovykta’s production
will be well short of the 9 billion cubic
meter per year production levels outlined
in the company’ licensing agreement. A
recent Rosprirodnadzor inspection con-
firmed that the Kovykta had not reached
its required output level.

The Ministry of Natural Resources has
been threatening to revoke the Kovykta li-
censes since 2004. Looming elections and
the end of Russian President Vladimir
Putin’s term in office next year, combined
with his policy of resource nationalism,
have convinced most observers that, de-
spite BP’s attempts to curry favor with the
Kremlin — for example by bidding for a
lot in the recent Yukos auctions — the
Kovykta licenses will be revoked and the
field’s assets put under Gazprom’s control,
with BP possibly allowed to remain in-
volved as a minority partner.

Gazprom’s trading arm, Gazprom Ex-
port, which has a monopoly on Russian
gas export sales and negotiates these on
behalf of TNK-BP, has said it has been un-
able to agree on a suitable price for deliv-
eries of Kovytka gas to China or South
Korea, stalling the full development of the
$18 billion project.

An international feasibility study re-
leased in 2003 outlined domestic develop-
ment of the project as its first stage — gasi-
fying the Irkutsk region then connecting to
neighboring regions further south, before
proceeding on to the Chinese border.

But, without profit-making export con-
tracts in place, TNK-BP has been slow to
proceed with gasifying these nearby regions.

Meanwhile, Moscow has yet to ap-
prove a unified plan for the development
of East Siberia’s gas resources. For its
part Gazprom has claimed that it would
like to turn Sakhalin-2 into a LNG hub
for the entire region — and does not ex-
clude taking volumes for this scheme
from Kovykta.

T Stephen Bierman, Moscow

Forest Sells Alaska Assets to Pacific Energy

Forest QOil has parted ways with its up-
stream assets in Alaska as part of a compa-
ny plan to pay down debt following the
recent purchase of Houston Exploration.

Denver-based Forest announced Tues-
day that it is selling its oil and gas assets
in Alaska to Pacific Energy Resources for
$464 million in cash and stock. As part
of the transaction, Pacific Energy is offer-
ing $380 million in cash to repay Forest
loans, another $68 million in cash to be
paid to Forest up front, and 5.5 million
shares of Pacific Energy stock, which is
valued at about $16 million, will be is-
sued to Forest.

Pacific Energy’s newly acquired
properties produce approximately 38
million cubic feet per day of gas equiva-
lent. The assets, which are located in
the Cook Inlet area and other parts of
Alaska, hold proved reserves of 181 bil-
lion cubic feet of gas equivalent. In
addition to the producing properties,
Pacific is acquiring roughly 1 million
acres of undeveloped acreage as well
as Forest’s interest in the Cook Inlet
Pipe Line Co.

Pacific Energy is paying $2.56 per
thousand cubic feet equivalent for Forest’s
proved reserves in Alaska, a price in line
with recent upstream transactions in
North America.

Forest put its Alaskan operations up
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for sale earlier this year, following

the company’s $1.5 billion purchase

of Houston Exploration (OD Jan.9,pl).
The Houston Exploration deal made
Forest a stronger player in the produ-
cing regions of South Texas, East Texas,
and the Arkoma basin of Arkansas

and Oklahoma.

Pacific Energy is a newcomer to Alaska.
Darren Katic, the company’s president,
explained that Pacific Energy targeted
Forest Qil’s Alaskan assets because they
offered an opportunity to build a new po-
sition in a way that fits with the compa-
ny’s strategy and expertise.

“These large legacy assets have exactly
the kind of characteristics we look for
when pursing acquisition opportunities.
The established production, with long-
life reserves, generates strong, pre-
dictable cash flow,” Katic said, adding
that the company plans to grow produc-
tion on the properties through low-risk
redevelopment.

Until Tuesday’s deal, Pacific Energy’s
operations have been focused on Califor-
nia, both onshore and offshore. Produc-
tion from the company’s five properties
is currently averaging 3,000 barrels of oil
equivalent per day. The acquisition of
Forest’s production in Alaska lifts Pacific
Energy’s output to close to 10,000 boe/d.

T Jeff Gosmano, Houston
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Top Briefs

Court Backs Western-Giant Deal

The US District Court for the District of
New Mexico has denied the Federal Trade
Commission’s (FTC) request for a prelimi-
nary injunction to block Western Refining’s
$1.13 billion purchase of Giant Industries’
assets (OD Apr.12.pl).

Western said Tuesday, however, that based
on its conversations with the FTC the com-
mission will appeal the District Court’s rul-
ing and seek an injunction from either the
District Court or the US Court of Appeals for
the 10th Circuit.

“The District Court’s ruling affirms what
we, as well as what many customers and
state and industry leaders, have said all
along. We believe a Western-Giant combi-
nation is pro-competitive and provides im-
portant benefits to the companies’ stake-
holders, including our customers, share-
holders and employees,” said Paul Foster,
Western’s president and chief executive offi-
cer, in a statement.

The FTC believes the merger would re-
duce competition in northern New Mexico,
particularly the Albuquerque market, where
the two companies currently sell petroleum
products. Western and Giant said that ab-
sent a ruling from the 10th Circuit blocking
the merger, the companies may close the
transaction at any point after noon mountain
time on May 31, 2007.

“There is no basis for the FTC to appeal
the District Court’s decision. We remain con-
fident in our position and look forward to
closing the transaction,” Foster said.

Chevron Forms Biofuels Venture
Chevron and the Texas A&M Agricul-
ture and Engineering BioEnergy Alliance
announced Tuesday that they have en-
tered into a strategic research agreement
to accelerate the production and conver-
sion of crops for manufacturing ethanol
and other biofuels from cellulose.
Chevron Technology Ventures will sup-
port research initiatives over a four-year
period through the Texas A&M BioEnergy
Alliance, a partnership combining the col-
lective strengths of Texas A&M Universi-
ty’s research agencies in agriculture and
engineering — the Texas Agricultural Ex-
periment Station (TAES) and the Texas

Engineering Experiment Station (TEES).

“Forming an alliance with Chevron fits
well with our research initiatives and al-
lows us to leverage our strengths in bio-
mass and biofuels to transfer new tech-
nologies from lab to the public, providing
real solutions that are economical, sus-
tainable and environmentally friendly,”
said Dr. G. Kemble Bennett, vice chancel-
lor and dean of Texas A&M Engineering.

Over the past year, Chevron has forged
energy research partnerships with the
Georgia Institute of Technology, the Uni-
versity of California at Davis, the Colorado
Center for Biorefining and Biofuels, the US
Department of Energy’s National Renew-
able Energy Laboratory and forest products
company Weyerhaeuser (OD Oct.5,p5).

“Bringing biofuels to large-scale com-
mercial production is an enormous chal-
lenge that requires the combined efforts of
industry, universities and research institu-
tions, and governments,” said Don Paul,
Chevron vice president and chief technol-
ogy officer.

Between 2002 and 2006, Chevron
spent roughly $2 billion on renewables
and alternative energy and energy efficien-
cy initiatives, the company said in a state-
ment. Between 2007 and 2009, Chevron
expects to spend more than $2.5 billion.

Rentech Gets Peabody CTL Funds
Coal producer Peabody Energy has pledged

$10 million in cash to Fischer-Tropsch tech-
nology developer Rentech toward a future
coal-to-liquids (CTL) plant in Illinois, the
companies said Tuesday. Peabody also ob-
tained the right to purchase a 20% equity
interest in the project and will supply about
1 million tons of coal annually to the plant.

Rentech plans to convert the former
natural gas-fed Royster-Clark fertilizer
plant into a combined CTL and ammonia-
production complex. The Denver-based
company will use gasification technology
“to produce ultra-clean transportation and
aviation fuels and fertilizer.”

When the conversion is completed
in 2010, Rentech expects to produce
1,250 b/d, equal to 17.8 million gallons
annually, of high-quality diesel and other
middle distillates.

The project, renamed Rentech Energy
Midwest, is located in East Dubuque, 1lli-
nois. When completed, it would be the first
commercial CTL plant in the US.
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Stock Market

Scorecard

Integrated ~ Close  1-Day % Chg.——
Maijors 5/29 (Chg. % Chg. 10-Day 52-Wk YTD
Repsol YPF 36.14  +0.14  +0.39% +5.55% +28.80%+4.75%
Hess 6012 006 027 +268 +24.40+21.28
Statoil 774 008 029 +512 503 +540
(hevron 8071 042 052 020 +35.67 +9.76
Marathon 11889 071 059 +9.15 +57.03+28.53
BP 6725 052 077 +078 610 +0.22
Exxon Mobil 8262 089 -1.07 +1.69 +3430 +7.82
Norsk Hydro 3503 038 107 +237 +26.51 +14.22
Total 7500 -097 128 008 +1429 +4.28
Peiro-Conada 5020 -0.67 132 +6.63 +14.22+22.32
ConocoPhillips ~ 75.35 -1.07  -140 +6.55 +20.08 +4.73
Shell-8 7494 102 147 4445 4172 +5.33
Eni 7001 -1.08  -1.52 +350 +16.80 +4.06
Shell-A 7378 121 161 +4.65 +1038 +4.22
BG 7556 -1.50 195 +0.07 +14.61 +10.40
IPFIndex ~ 420.19 -4.55 -1.07 +2.57 +19.79 +7.28
lurﬂe Producers

Anadarko 4895 +0.57 +1.18 +595 +0.18 +12.48
Apache 7828 +0.26 +0.33 +591 +22.39 +17.70
Nexen 2972 +0.09 +030 +0.87 +10.63 +8.07
Pioneer 4959 +006 +0.12 +1.72 +24.79 +24.94
(hesapeake 3475 014 040 +0.67 +15.83 +19.62
Devon Energy ~ 76.08 052 -0.68 +0.11 +35.57 +13.42
XT0 Energy 5707 046 080 +1.98 +41.90 +21.51
EOG Resources 7583 078  -1.02 -1.66 +21.33 +21.43
Murphy Oil 5836 0.67 -1.14 4174 +13.25+1477
(anadion Notural 6457 092 -1.40 +218 +22.62+21.30
Occidental 5407 089 -1.62 +428 +1049 +10.73
EnCana 6028 -1.00 -1.63 +219 +25.24 +31.19
Talisman 2003 034 -1.67 +277 +15.85+17.89
Refiners

Holly 09.37 +0.28 +041 +277 +70.86 +34.96
Frontier Oil 3857 +0.10 +0.26 +7.59 +39.42+34.20
Tesoro 11965 -014 012 +1.57 +80.82 +81.92
Alon 3898 012 031 +218 +26.89 +48.16
Sunoco 7170 059 075 +553 +1378 +24.60
Valero 7362 102 150 001 +21.93 +43.90
Integrated Energy

El Paso 1615 +045 +287 +487 +7.10 +5.69
Duke Energy 1939 +02