Bangladesh to launch offshore oil, gas bidding round Dec 9: Petrobangla

Dhaka (Platts)--6Dec2012/358 am EST/858 GMT

Bangladesh now plans to launch its 2012 oil and gas offshore bidding round on December 9, after several delays, Husain Monsur, chairman of state-owned Petrobangla said Thursday.

He said that all preparations have been completed to launch the round, which will be the country's fourth exploration bidding round and its second offshore one.

Bangladesh will offer a total of 12 offshore gas blocks in the Bay of Bengal in this round -- nine in shallow water and three in deep water. It will also offer two discovered shallow water fields -- Kutubdia and Teknaf -- under "special package" terms for exploration, Platts reported previously.

 Interested international oil companies will have 90 days to submit their bids, said Monsur.

 "We are eyeing to award the gas blocks to bid winners by June 2013 to ensure that they can start exploration in the coming winter starting from October 2013," he said.
 Bangladesh's Prime Minister, Sheikh Hasina, who is also in charge of the energy ministry, last week gave the final go-ahead for the bidding round.
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Offshore bidding declared open

12 dispute-free oil, gas blocks on offer

Published : Monday, 10 December 2012

Financial Express Report

The government Sunday launched the new offshore bidding round for hydrocarbon exploration by international oil companies (IOCs) in the Bay of Bengal.

State-owned Petrobangla announced open the bidding round titled "Bangladesh Offshore Bidding Round 2012", offering 12 'dispute-free' oil and gas blocks - nine in shallow waters and three in deep waters. The prospective bidder, whether individual or under joint venture, will be able to bid for one or more blocks in the bidding round. 
But the individual or at least one member of the joint venture must have offshore daily production of at least 15,000 barrels of oil or 150 million cubic feet per day (mmcfd) of gas as operator to qualify for the bidding.

 "The new offshore bidding round is win-win for both the IOCs and the country," Prime Minister's Adviser Dr Tawfiq-e-Elahi Chowdhury said.

Petrobangla director for production sharing contract (PSC) Muhammad Imaduddin delivered a presentation elaborating the salient features of the new bidding round.

He said Petrobangla would start selling the bidding documents, including Model Production Sharing Contract (MPSC), information package, promotional package and data package from December 17 this year. 

The deadline for receiving bids from IOCs is March 14, 2013.
Awarding of the offshore blocks would be completed within June or mid-July next year, Imaduddin added.

The shallow-water gas blocks put on offer are SS-02; SS-03; SS-04; SS-06; SS-07; SS-08; SS-09; SS-10 and SS-11.
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Petrobangla Sunday disclosed the map of the bid area while announcing the Offshore Bidding Round 2012 at Petrocentre in Dhaka Sunday 2nd December, 2012.
Petrobangla says Bapex to get 10% carried interest in gas blocks in Oct bid round

Dhaka (Platts)--24Sep2012/423 am EDT/823 GMT

Bangladesh's sole oil and gas exploration company, Bangladesh Petroleum Exploration and Production Company, or Bapex, will be given a 10% carried interest in all offshore gas blocks Petrobangla offers in its next bidding round slated for October, Petrobangla Chairman Hussain Monsur said Monday.

While the 10% carried interest means that Bapex would have to invest proportionately in any commercial hydrocarbon discoveries, Monsur could not say whether the funds would come from the government exchequer or from Bapex.

 "We want to participate in offshore oil and gas exploration activities," Bapex Managing Director Mortuza Ahmad Faruque said. 
Bangladesh finalized on September 11 the production sharing contract for its October bidding round allowing a 72.41% higher domestic sales price for natural gas discovered in the offshore blocks it would offer, Platts reported earlier citing Energy Secretary Mohammad Mesbahuddin.

The October bid round will offer 12 offshore gas blocks -- nine in shallow water and three in deep water -- in the Bay of Bengal. The October bid round will be the country's fourth. The earlier ones were in 2008, 2001 and 1997.

The bid documents will be available over October 15-December 15, with the closing date in February 2013, a Petrobangla official said.  Bangladesh was earlier mulling a 20% carried interest for Bapex in all the offshore gas blocks to be offered. But it reduced the proportion of the stake considering Bapex's financial capacity.

Bangladesh did not hold any carried interest in blocks offered in its last offshore bidding round in February 2008, which was marred by protests from neighboring Myanmar and India over maritime boundary disputes.

Bapex did, however, hold 10% carried interest in the blocks awarded in the 1997 and 2001 bidding rounds. This meant it held a 10% carried interest in four blocks -- 7, 9, 5 and 10.  Of the four blocks, only onshore block 9, operated by UK-listed Tullow Oil, is operational, contributing around 100,000 Mcf/d of gas to the national grid.

 "We have so far invested around Taka 740 million ($9.02 million) from our own coffers to develop block 9 as part of our 10% carried interest stake," Faruque said.  Chevron relinquished onshore block 7 early this year following a poor outcome after drilling a exploratory well, while Cairn Energy and its Australian partner Santos relinquished blocks 5 and 10 after assessing them as "nearly barren" in early 2009.

 Meanwhile, Bapex is also eyeing a joint venture with an international oil company to take part in the offshore bidding round.

 Separately, it has also completed negotiations with China's Sinopec Shengli to develop four onshore fields in Bangladesh's Chittagong region under a 70:30 joint venture. The JV agreement is to be inked soon.

 The four fields -- Kotia, Joldi, Kafalong and Shitapara -- are in block 22, which spans 13,900 sq km of the restive Chittagong Hill Tracts region.

 Bapex is also in talks with China National Offshore Oil Corporation to form a JV to explore for gas offshore Bangladesh. If the negotiations are successful, it will be CNOOC's first investment in Bangladesh's oil and gas sector.

 Bapex is currently involved in onshore gas fields in Bangladesh with a total output of around 81,000 Mcf/d, accounting for about 3.56% of the country's overall gas output of 2.27 Bcf/d as of September 23.

 International companies operating in Bangladesh -- Chevron, Australian Santos and Irish Tullow Oil -- produce a total 1.27 Bcf/d, accounting for nearly 56% of the country's overall production. 
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Bapex eyeing joint venture with IOC in offshore bidding 

The state-owned Bangladesh Petroleum Exploration and Production Company Ltd (Bapex) is seeking joint venture with a reputed international oil company (IOC) to take part in the country's forthcoming offshore bidding round, a top official has said.

"We have a plan to get involved in offshore oil and gas exploration activity and any partnership with a reputed IOC will be welcome," Bapex Managing Director Mortuza Ahmad Faruque told the FE Sunday.

The Bapex is now involved in gas exploration activity only in onshore gas fields in the country with an aggregate output of around 79 million cubic feet per day (mmcfd), which accounts for around 3.85 per cent of the country's overall gas output of 2,060 8 mmcfd as on March 17, 2012. 

The Bapex has now four onshore gas producing fields -- Salda, Fenchuganj, Semutang and Sundalpur -- which are now producing around 19 mmcfd, 38 mmcfd, 12 mmcfd and 10 mmcfd of gas respectively.

Petrobangla's subsidiary Bapex has one more gas field -- Shahbazpur -- from where gas production is now suspended.

The Shahbazpur field has a capacity to supply 20 mmcfd of gas.

"We are interested in joint venture with a foreign company not only to augment gas output but also to improve our expertise," Faruque said.

He said joint venture with any other state-run oil and gas exploration firm will be of preference.

"We will also be interested in joint venture with a reputed privately-owned IOC," he said.

Approval from the government high-ups will be required in this connection, he added.

The government has planned a new bidding round soon under which it will offer eight shallow-water oil and gas blocks in the Bay of Bengal.

Faruque expressed the hope that the government would help arrange necessary funding to initiate offshore oil and gas exploration with any reputed IOC as the government itself has decided to strengthen Bapex by increasing funding assistance and arranging technical supports.

Currently, the Bapex has joint venture with the Canadian Niko Resources for several onshore gas fields including Feni and Chhatak.

Gas production from Feni has remained suspended since May 2010.

A total of 22.89 billion cubic feet (Bcf) gas was produced from the Feni field during its operation from November 2004 to April 2010.

Besides, the Bapex has a 10 per cent carried interest in onshore block 7, where Chevron is the operator.

The Chevron Bangladesh has a 44 per cent stake in block 7 including the operator ship, while the South Korean oil company GS Caltex has a 45 per cent stake.

Gas production in any field under block 7 is yet to be started.

The Bapex has also a 10 per cent carried interest in onshore block 9, which is now producing around 103 mmcfd of gas from its Bangora field.

The Irish company Tullow is the operator of block 9, having a 30 per cent stake including the operator ship, while the Niko Resources has the remaining 60 per cent stake.

The Bapex has also a 10 per cent carried interest in blocks 5 and 10.

UK's Cairn Energy was the operator in blocks 5 and 10 having a 45 per cent stake.

Australia's Santos had the remaining 45 per cent stake.

Both Cairn and Santos, however, relinquished the blocks after seeing those 'nearly barren' in early 2009.

Officials said the Bapex got a 10 per cent carried interest in blocks 5, 7, 9 and 10 under the production sharing contract terms with the respective IOCs.

The Bapex is also currently in talks with the Chinese state-owned Sinopec Shengli to develop jointly four state-owned onshore gas fields under block 22 in the country's hilly region in Chittagong.
Bapex left out in oil-gas production 

Project cost escalates due to conditional ADB loan 

Manjurul Ahsan 

Drilling four planned gas wells and setting up of a gas processing plant at Titas Gas Filed would cost Bangladesh more than double as Petrobangla took a conditional credit from the Asian Development Bank to implement the project which requires keeping Bapex out of the bidding.
The conditional credit left Petrobangla with no option but to involve foreign companies in implementing the project though Bapex could do it at less than half the cost, officials said.  Bangladesh Gas Fields Company Ltd, a Petrobangla subsidiary, is expected to float international tenders soon inviting foreign companies to bid.  
Bapex, another Petrobangla subsidiary would not be able to bid due to a condition set by ADB.  Recalling the country’s recent experience, a Petrobangla official told New Age that an international oil company would charge between $20 million and $22m for drilling a gas well while Bapex would take less than $10m for doing the job. 

‘There is no logical ground to borrow the money as BGFCL can do it with its own resources,’ he said. 
Besides, he said, the Gas Development Fund of Petrobangla could augment the state-run company’s resources.

Petrobangla had to take the ADB credit following a decision the government had taken much earlier, said its chairman Hossain Monsur.
BGFCL had set the entire project cost at Tk 1,000 crore for drilling the four new wells and the two-unit gas processing plant in the Titas Gas Field. The processing plant would have the combined capacity to process 150 million cubic feet of gas per day.  Petrobangla plans to complete the project by 2014.  Asked why Petrobangla allowed BGFCL to involve foreign companies for implementing the project Monsur told New Age that the condition set in the ADB credit states that bidders would be required to have experience of working abroad. 
The authorities in Bangladesh left oil and gas exploration to foreign companies for decades citing the ground that the lone state-run company lacked technical and financial capability.  
Experts said that in doing so they repeatedly made a mistake forgetting the capability of Bapex in doing the job.

They also said that Bapex is equipped and trained to do the job efficiently as it showed in the past. 

Besides, they said that the Gas Development Fund created in 2009 by Bangladesh Energy Regulatory Commission from the surplus it generated from gas price hike could as well augment the resources of Bapex.
They said that around 1,000 crore was added to the fund each year since 2010.  Petrobangla took a decision to implement 12 projects of different subsidiaries including the BGFCL worth Tk 3,143 crore by 2015 using the Gas Development Fund. The remaining money of the Gas Development Fund could be used for exploration by Bapex, officials said.
