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A petroleum law setting out the legal framework for
foreign oil development has been marooned in Parlia-
ment, and a new government next year could object to
the current contracts.

Technical worries also persist. Fields, especially un-
tapped ones, often prove more technically challenging
than expected or result in fewer reserves than antici-
pated.

For currently producing fields, decades of overproduc-
tion under Saddam Hussein may have caused irrepa-
rable reservoir damage, oil analysts warn. Contrary to
expectations, U.S. firms bowed out of the most recent
bidding.

Still, interest from foreign firms was high. Executives
from more than 30 international oil companies came
to Baghdad to bid for the oil fields despite the nation's
volatility. A series of coordinated bombings in Bagh-
dad last month killed more than 100 people.

A consortium led by Shell and Malaysia's Petroliam Na-
sional Bhd. won the giant Majnoon field, which could
hold about 12 billion barrels of reserves. The consor-
tium proposed receiving $1.39 a barrel and pledged to
increase output to 1.8 million barrels a day.

Lukoil along with Statoil ASA secured a deal Saturday
to develop another big field, West Qurna Phase 2. They
proposed a fee of $1.15 a barrel and a production pla-
teau of 1.8 million barrels a day.

Initial agreements are to be worked out and then sent
to the cabinet for approval. Mr. Shahristani said he ex-
pects the contracts to be signed early 2010.

The two days of bidding produced deals on only sev-
en of the 15 fields on offer. Of those, four were in the
stable southern Shiite heartland while two in the north
went to the only company that expressed interest: An-
gola's Sonogal. The last was in central Iraq, in a prov-
ince where violence has remained low.

The auction was key for Iraq. Its oil bidding in June the
first in over three decades largely failed, with only one
giant field awarded out of eight offered. The hope was
for a better showing this time. The deals are critical for
boosting Iraq's oil exports and bringing in revenue to
help rebuild after the 2003 U.S.-led war and decades
of neglect and international sanctions under Saddam
Hussein.

Iraq has not been able to raise output to even close to
pre-2003 levels and is limping along at roughly 2.5
million barrels per day using technology desperately
needing an overhaul. That's well short of Iraq's goal
of joining the ranks of other OPEC heavyweights and
reaching 12 million barrels a day in six years.

By: HASSAN HAFIDH And CHIP CUMMINS; Wall street
journal writers.

Gazprom group to invest $2bn in Iraq

A consortium led by Russian oil firm Gazprom Neft
will invest $2 billion in developing the Iraqi oilfield it
won at a recent auction and expects to pump the first
crude from Badrah within three years.

Gazprom Neft, the oil arm of Russian gas giant Gazprom,
plans to book some of the reserves at Badrah and to reach
full production of 170,000 barrels per day (bpd) within six
to seven years of signing the contract, a company execu-
tive said.

“Two levels of output are defined for this field. We expect
to reach initial commercial production of 15,000 bpd in
three years,” Boris Zilbermints, Gazprom Neft’s deputy
chief executive for exploration and production, said.
Gazprom Neft and partners - South Korean state-run firm
Kogas, Malaysia’s Petronas and Turkish state-owned
petroleum company TPAO - agreed to a remuneration fee
of $5.50 per barrel in winning the rights to Badrah at the
auction.

Gazprom Neft, Russia’s fifth-largest oil producer, esti-
mates the Badrah field’s reserves at two billion barrels.
This could increase with further exploration, Zilbermints
said.

Sinopec’s crude imports to hit 138 mln tons in 2009

China Petrochemical Corp, the largest oil refiner in
the country also known as Sinopec Group, is expected to
import 138 million tons of crude oil this year, accounting
for 70% of the total crude imports of the country.

It is estimated that China’s total crude imports will reach
195 million tons in 2009.

Sinopec Group’s equity interest in oil blocks abroad is ex-
pected to exceed 10 million tons this year. In the first eight
months of this year, Sinopec Group signed 26 oil refining
contracts overseas, with a total value of US$6.99 billion.

The contract value of overseas oil refining facility
construction projects reached US$2.61 billon in 2008,
compared with US180 million in 2003.

Japan’s Inpex kicks off gas output at Indonesia field
Japan’s Inpex Corp. has begun producing natural gas
at the North Belut gas field in Indonesia.

Through a subsidiary, Inpex owns a 35 per cent interest

in the field, which was developed with partners including
U.S. oil major ConocoPhillips Co. Daily production is ex-
pected to reach some 200 million cu. feet next year. Natu-
ral gas will be shipped via pipeline and sold in Malaysia,
while liquefied natural gas will be supplied to Indonesia.

Inpex churns out around 400,000 barrels a day of crude
oil and natural gas across the globe. Indonesia is a key
location for the company, which has 11 oil and gas fields
in operation or development there.
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