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Argentina seeks to maintain Vaca Muerta momentum

Chris Noon / 
Barcelona

ARGENTINA’S GOVERNMENT IS 
seeking to bolster producer confidence in the 
Vaca Muerta shale formation as the country’s 
economy enters choppy waters.

Buenos Aires will soon approve eight blocks as 
eligible to receive production incentives as part  
of its ‘Plan Gas’, whereby Buenos Aires pays  
$7.5/MMBtu for gas output, Argentina’s Energy 
Minister Juan José Aranguren said on 9 May. 
Another six blocks are likely to be cleared to 
receive the subsidies within a month, he added. 

Five blocks already receive the incentives.  
This will mean that 19 unconventional blocks 
will be eligible to receive Plan Gas subsidies by 
the end of H1 2018. Nine of the projects target 
shale gas production, eight are tight gas-focused, 
and two produce both tight and shale gas.  

Buenos Aires is seeking to send positive  
signals to producers, Horacio Cuenca, a Rio  
de Janeiro-based research director for Latin 
America at Wood Mackenzie, told Interfax 
Natural Gas Daily. “It is a rubber-stamping 
exercise – the government just wants to make 
sure the investments will happen,” he said. 

“We are trying to maintain some momentum 
during a difficult economic moment,” said a 
source close to the country’s energy ministry,  
who wished to remain anonymous. The 
Argentine peso has lost nearly 25% of its  

value against the United States dollar so far  
in 2018, and Buenos Aires is seeking a credit  
line of $30 billion from the International 
Monetary Fund. 

“There is no doubt about Argentina’s 
unconventional gas potential – for example, 
[Tecpetrol’s] Fortin de Piedra alone could be 
producing 5 million cubic metres per day by 
June. It just depends how fast [companies]  
want to produce [it],” said Cuenca. 

Cuenca said there are still significant rewards  
on offer for gas producers in Argentina. “The  
$7.5/MMBtu on offer is still a good incentivised 
price – well above the $5/MMBtu that you 
get from the market,” he said. “You have 
to remember the [wellhead] price of gas in 
the Neuquén Basin was $2/MMBtu when 
production incentives were put in place [in 
2009], so there was a huge differential.” 

Cuenca added that unconventional gas 
production was profitable even without Plan  
Gas subsidies. “Unconventional projects are 
breaking even below $5/MMBtu – particularly 
the shale projects – and that’s why they’re  
going ahead.” 

Sergio Giorgi, YPF’s vice president of  
business development, said in an earnings call on 
9 May that the company’s shale gas development 
costs and operating expenses in the El Orejano 
block – where it is drilling with its partner, Dow 
Chemical – were both below $1/MMBtu. 

The state-run company reported an average 
wellhead price of $4.84/MMBtu for Q1 2018, 
which was 3.3% lower than in Q1 2017, because 
the previous set of gas production incentives 
expired in December 2017. The previous raft  
of subsidies was applied more broadly.  

Drilling boost
Buenos Aires’s primary aim is to maximise 
drilling activity in Vaca Muerta rather than to 
attract investment, said Cuenca. He pointed  
out the Argentine government’s decision in early 

A drillpad in the Vaca Muerta formation. (YPF)
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2017 to extend Plan Gas incentives –  
and ease taxes on the oil and gas industry – came 
in exchange for the ‘flexibilisation’ of labour 
conditions in the shale formation. 

Producers agreed to eliminate benefits 
such as so-called ‘taxi hours’, which provide 
compensation for the commute between home 
and the wellhead. Companies also agreed  
to reduce the number of workers per well, 
introduce night hours, and ease the stringent 
restrictions on wind speed during drilling. 

The recent devaluation of the peso is not 
necessarily bad news for producers that have a 
high proportion of their costs denominated in 
dollars. “There is a short-term benefit in that it 
reduces their dollar-based costs,” said Cuenca. 

YPF Chief Financial Officer Daniel Gonzalez 
said on 9 May that the currency devaluation 
was “positive” because one-third of the state-run 
company’s operating expenses are denominated  
in dollars. 

But Cuenca had a warning. “Because  
inflation is also really high, it is just a matter  
of time until [peso-denominated] salaries catch 
up,” he said.  

 Gonzalez said that Plan Gas payments for 
2018 were also “fully dollarised” and that YPF 
would collect the money in 30 instalments  
from 2019. There are hefty backlogs in Plan  
Gas payments.  

We welcome your comments. Email us at 
comments@interfax.co.uk.
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LATIN AMERICA POLICY & REGULATION

Close % change

Brent Crude, $/bbl 79.22 0.90

WTI Crude, $/bbl 72.24 1.35

Henry Hub, $/MMBtu 2.81 -1.40

NBP, p/th 56.52 1.91

TTF, €/MWh 22.32 1.19

Gaspool, €/MWh 22.32 1.07

NCG, €/MWh 22.42 1.08

CSX Coal, $/t 57.45 0.00

Newcastle Coal, $/t 104.60 0.24

South China Coal, $/t 79.50 -2.87

Prices provided by GlobalView.
GlobalView provides benchmark pricing, news and analytics 
for the commodities and energy sector. For more information, 
please contact sales.london@marketview.com.

Energy front-month futures,  
21 May

Wildcat’s Pick of the Week

Wildcat gives you a head-start on the week and a 
round-up of what mattered last week.  

 PLAN GAS INCENTIVES FOR UNCONVENTIONAL GAS 

Operator Status Notes

Fortin de Piedra Tecpetrol Implemented –

Aguada Pichana Este/
Rincon La Ceniza Total Implemented –

Campo Indio Este El Cerrito CGC Implemented –

Estación Fernández Oro YPF Implemented –

La Rivera I/II YPF Implemented –

Huincul YPF Approved Shale

El Orejano YPF Approved Shale

Aguada de la Arena YPF Approved Shale

Rio Neuquen YPF Approved Tight

Aguada Pichana Oeste PAE Approved Shale

Aguada de Castro PAE Approved Shale

Agua de Cajón Capex Approved Tight

Centenario Central Pluspetrol Approved Tight

Loma Negra  Capex Awaiting approval Tight

Las Tacanas YPF Awaiting approval Tight

Cerro Las Minas YPF Awaiting approval Shale

Rincón del Mangrullo YPF Awaiting approval Mix

La Calera Pluspetrol Awaiting approval Shale

Punta Semillosa Tecpetrol Awaiting approval Tight

 Source: Clarin and Interfax
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Abu Dhabi’s first licensing round draws IOC interest

ADNOC has seen 
significant interest 
from IOCs in Abu 
Dhabi’s upcoming 
licensing round.

ROADSHOWS HELD BY Abu Dhabi 
National Oil Co. (ADNOC) in Abu Dhabi and 
Houston to promote the emirate’s recently launched 
licensing round were attended by “dozens” of oil 
companies, an ADNOC spokesman told Interfax 
Natural Gas Daily.

The events, which were held at the end of last 
month, were “heavily attended” and “pretty much 
sold out”, the spokesman said. A “good balance of 
[IOCs from] east and west showed great interest”, 
he added. ADNOC had said it would host events 
in London and Hong Kong too, but this was later 
deemed unnecessary.

“There is a significant degree of interest from the 
IOCs regarding the licensing round,” Justin Dargin, 
a Middle East energy expert at the University 
of Oxford, told Interfax Natural Gas Daily. The 
licensing round is Abu Dhabi’s first ever and 
includes six blocks – two offshore and four onshore 
– covering an area of almost 3 million hectares. 

Companies will be entitled to a 40% share 
of production if they make finds that warrant 
development, while ADNOC will keep 60%.  
Its Shah sour gas field was developed under the  
same split after the prices for the gas produced  
were revised, which helped to kickstart the  
project’s development.

Abu Dhabi established its plan for developing 
gas fields in partnership with IOCs a few years 
ago via the framework for the Shah gas field. 
ConocoPhillips abandoned the prospect, saying  
the terms of investment were not attractive enough. 
Abu Dhabi later increased the price it would pay 
for the gas and Occidental Petroleum stepped in to 
develop the project. However, sources at Occidental 
later said the project was not as profitable as they 
had hoped.

ADNOC is hoping the round will increase 
the number of its partnerships with IOCs. “This 

approach is central to our expanded partnership 
strategy, which aims to introduce new opportunities 
as we broaden and diversify our partnership 
base,” Sultan Ahmed al-Jaber, minister of state of 
the United Arab Emirates and ADNOC’s chief 
executive, said in a statement. 

The move follows a trend among Middle Eastern 
states to offer better investment packages to develop 
gas. However, some projects have not been able to 
repeat Shah’s success. Bab, another sour gas field 
development in Abu Dhabi, stalled after Shell 
left the project in 2016 following a “thorough 
evaluation of technical challenges and costs”, the 
company said at the time. 

Oil price rise
The subsequent improvement in the global oil price 
is likely to help Abu Dhabi’s licensing round. There 
are undeveloped oil and gas reserves in the areas 
on offer, along with the potential for new finds, 
according to ADNOC.

“Estimates suggest these new blocks hold 
multiple billion barrels of oil and multiple trillion 
cubic feet of natural gas,” said the NOC in a 
statement. The areas on offer contain 310 targeted 
reservoirs and 110 prospects and leads. 

ADNOC is now taking expressions of interest 
from oil and gas companies before it closes the 
bidding in October. The company hopes to 
complete the whole round by the end of the year. 

Some of the country’s other emirates are also 
carrying out their own licensing rounds. Sharjah 
National Oil Corp. is preparing to launch a tender 
to explore its acreage this summer, while Ras  
al-Khaimah has invited IOCs to submit bids  
by November. 

Finding and developing gas will help the smaller 
emirates reduce the amount of energy they buy 
from Abu Dhabi as gas and electricity. Abu Dhabi’s 
gas needs are stagnating because of low growth in 
electricity demand and the phased startup of its 
nuclear plant. This means Abu Dhabi could export 
more gas in future if finds are made and developed 
in the areas offered. 

However, Abu Dhabi wants to build on its 
downstream activities. “[A]s we begin to expand 
our downstream portfolio, the new licensing 
blocks reinforce our long-term production growth 
ambitions and builds on our successful legacy as  
a leading upstream player,” said Jaber. “This is a  
rare and exciting opportunity, for both existing  
and new partners, in a secure and stable  
investment environment.”  

We welcome your comments. Email us at 
comments@interfax.co.uk.

MIDDLE EAST EXPLORATION & PRODUCTION

Producing fields

Blocks on offer
in 2018 bid round

Existing concession

International
boundary

Abu Dhabi’s
emirate boundaryOffshore 1

Offshore 2

Onshore 1

Onshore 2
Onshore 3

Onshore 4

ABU DHABI LICENSING ROUND 2018

Interfax/ADNOC

Verity Ratcliffe / 
London
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Source: Enagas, Snam Rete Gas, Interfax

NORTH AFRICAN PIPELINE exports to Europe rose by 12.7% week on week in Week 20, to 589.3 million cubic 
metres (MMcm), as volumes from Libya to Italy through the GreenStream pipeline rose from 4.1 MMcm to 69.0 MMcm 
following the completion of maintenance work. Deliveries from Algeria to Spain via the Maghreb-Europe pipeline fell  
by 3.8%, to 210.7 MMcm, while Medgaz transit rose by 6.6%, to 117.3 MMcm. Deliveries of Algerian gas to Italy via the 
Trans-Med pipeline rose by 1.3%, to 192.2 MMcm.  

GreenStream restart boosts African exports to Europe
Verity Ratcliffe / London
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Trans-Mediterranean
Average: 27.5 MMcm/d

 1.3% week on week
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GreenStream
Average: 9.9 MMcm/d

 1,591.9% week on week

 26.4% year on year

Maghreb-Europe
Average: 30.1 MMcm/d

 3.8% week on week

 68.5% year on year
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Tue 16.3 16.0 17.6 Tue 30.6 32.0 20.1 Tue 26.9 27.1 46.4 Tue 10.4 – 13.5

Wed 16.4 15.8 17.6 Wed 30.5 32.4 19.3 Wed 27.4 26.1 46.8 Wed 12.0 – 13.5

Thu 17.0 15.4 17.4 Thu 30.1 32.0 20.3 Thu 27.6 27.5 47.1 Thu 12.8 – 15.6

Fri 17.0 15.9 17.4 Fri 30.3 32.4 19.0 Fri 27.7 27.7 45.2 Fri 11.8 1.5 16.1

Sat 17.2 15.3 17.5 Sat 29.5 30.1 14.5 Sat 27.3 27.9 45.9 Sat 6.5 1.9 15.1

Sun 17.1 16.0 17.5 Sun 29.4 29.6 12.6 Sun 27.4 27.7 45.1 Sun 7.3 0.7 12.7

AFRICA PIPELINES
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Human impact of earthquake threatens PNG LNG

Relations between 
people in Papua 
New Guinea 
and local project 
developers are at 
risk of breaking 
down, experts say.

A SECOND REPORT within a month on 
PNG LNG by advocacy group Jubilee Australia is 
piling pressure on Papua New Guinea’s government 
and the developers of the plant to appease 
landowners in the Highlands region, who have 
made repeated threats to shut down the facility.

A previous report highlighted the project’s 
failure to live up to the promises made about its 
economic benefits. The new report, On Shaky 
Ground, was published on 9 May and focuses on 
the project developers’ failure to pay royalties or 
provide meaningful benefits to those living near the 
upstream infrastructure in the Highlands.

The report’s title refers to the 7.5 magnitude 
earthquake that struck the region in February, which 
left around 275,000 people in need of emergency 
aid and 300,000 without shelter. It also took the 
LNG plant offline for two months while inspections 
and repairs were carried out. The report warns 
that “the short-term risk relates to whether the 
devastations caused by the recent earthquake will  
act to ignite further unrest in Hela [province]”.

The earthquake highlighted the failure to deliver 
services that had been promised from funds paid 
from the landowners’ shares in PNG LNG. These 
included a hospital and schools as well as vocational 
training and the development of local business. 
These services have largely failed to materialise or, 
in the case of a hospital built in Komo, are non-
operational because of a lack of staff and equipment. 
This made it harder to provide shelter, medical care 
and assistance in the aftermath of the earthquake.

Additionally, local people and representatives in 
government are making a causal link between the 
earthquake and the extraction of gas in the Hides 
region. “Although the earthquake occurred in a 
known active seismic zone […] doubts over its 
cause have been expressed at the highest levels of the 
Papua New Guinea government, which has asked 

Australia to conduct an independent assessment,” 
the report notes.

This is compounded by local mythology, which 
says interference with the Hides ridge – where the 
gas extraction is taking place – could bring about 
the end of the world, according to Michael Main, 
a researcher for Australian National University and 
one of the report’s authors.

Royalty payments
Antagonism against the project is growing but could 
be resolved if royalties begin to get paid. “If the 
landowner mapping can be resolved and royalties 
start to flow, tensions may cool,” the report said.

The need to properly identify local landowners 
and their holdings is a pre-requisite for the royalties 
to be paid, but the complex nature of the local 
tribal group’s land ownership means it is an almost 
impossible task. There are also concerns the 
government is delaying the process because the 
money has already been spent. “There is widespread 
suspicion among landowners that LNG royalties 
which are supposed to be managed by the [Mineral 
Resources Development Co.] have been stolen or 
misappropriated,” the report said.

Around $300 million is to be distributed among 
the landowners, and the prospect of coming into 
large amounts of money has sparked violence 
between tribes. This has led to the stockpiling of 
weapons and increased tensions between locals and 
the government, which has deployed security forces. 

The report says the government appears to 
be paying off protesters to at least temporarily 
alleviate discontent. Bryant Allen, a professor at 
the Australian National University, does not think 
landowners will take direct action against the plant 
while this process is continuing.

“If they close [PNG LNG] down now, they 
will get nothing, and they are owed millions in 
royalties,” he told Interfax Natural Gas Daily.

Allen also believes the landowners need a unifying 
leader that can coordinate them. However, Main 
told Interfax Natural Gas Daily the situation remains 
inherently unpredictable and the danger is that 
conflict could ensue between the landowners and 
security forces that will spiral out of control.

The situation in Hela is raising tensions 
elsewhere. Local authorities want the P’nyang field 
to be developed as a standalone project, according  
to local press reports. 

The government is under increasing pressure to 
renegotiate its agreement with the developers to 
provide more benefits for local people, Main said.  

We welcome your comments. Email us at 
comments@interfax.co.uk.

A wellpad in the Hides 
region. (Santos)

ASIA PACIFIC LNG

Andrew Walker / 
London 
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OUTPUT FROM LNG-PRODUCING REGIONS, 14-20 MAY

Sublime China Information
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The number of operational LNG plants in 
China last week fell by one from the previous 
week, to 77, while average daily output fell 
by 5.12% week on week, to 23,648 tons. The 
average utilisation rate also slipped, to 34%. 

CHINA LNG

CIF PRICE OF LNG

$/MMBtu

Source: SCI
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Asian spot prices increased for the seventh consecutive week last week, rising by 2.34% from the previous week to average  
$8.29/MMBtu. Prices closed at $8.55/MMBtu on Friday compared with $5.35/MMBtu for the same week a year ago.

Prices for trucked LNG in the Chinese provinces of Shandong, Shanghai, Jiangsu, Zhejiang, Jiangxi, Hunan, Hubei, Henan, 
Guangdong, Guangxi, Yunnan, Fujian, Liaoning, Jilin, Hebei, Beijing and Tianjin increased by 10.3% week on week after 
liquefaction plants in the northeast, northwest, east and southwest raised their ex-works prices.

PURCHASING PRICES OF TRUCKED LNG IN REGIONS

RMB/ton

7-13 MayAverage
Range 14-20 May Sources: SCI, JLC
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Asian spot LNG prices rise for seventh week in a row
Tang Tian / Shanghai
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Europe | Policy & Regulation 
BP suspends work at Rhum in UK 
North Sea due to sanctions
BP has suspended its planned work on the Rhum 
field in the UK’s North Sea territory in response to 
the United States’s decision to reimpose sanctions on 
Iran. Iranian Oil Co. UK, a subsidiary of National 
Iranian Oil Co., holds a 50% stake in the field. 

FSU | Policy & Regulation 
Moscow approves countersanctions bill 
Russia’s parliament approved a bill on  
Tuesday to impose countersanctions against the 
United States and other “unfriendly” countries, 
Interfax has reported. The measure comes as 
EU policymakers attempt to defend European 
companies from US sanctions on Iran that were 
announced on 8 May. The US warned the EU last 
week that it could impose sanctions on the Nord 
Stream 2 pipeline project. 

Middle East | Pipelines 
TAPI workers attacked in Afghanistan
Five workers were killed by a gunman in 
Afghanistan on Monday while clearing the  
way for the Turkmenistan-Afghanistan-Pakistan-
India pipeline, according to Reuters. The Afghan 
section of the $8 billion pipeline is expected to  
face severe security risks, as it passes through large 
areas under Taliban control and influence as well  
as lawless areas. 

CONTINUED ON PAGE 8

IN BRIEF

Europe | Pipelines 
Bulgaria courts Turkish Stream for direct gas from Russia
Bulgarian President Rumen Radev hopes Moscow will consider  
linking the second line of the Turkish Stream pipeline to Bulgaria, 
Interfax reported on Tuesday. “The secure supply of energy resources  
is very important to Bulgaria and the EU, so I hope our governments 
will review the possibility of direct gas supply from Russia across the 
Black Sea,” Radev told Russian Prime Minister Dmitry Medvedev  
at a meeting in Moscow on Monday. 

Pipe-laying operations for Turkish Stream. (Gazprom)

Africa | Gas to Power 
Mozambique signs gas  
supply MOU with GLAE
Mozambique’s minister of mineral resources and 
energy, Max Tonela, has signed a memorandum of 
understanding with UK-based Great Lakes Africa 
Energy (GLAE) for the sale of gas from the Rovuma 
Basin development to a 250 MW gas-fired plant. 
Kenya’s Kassfm reports the $400 million deal will see 
GLAE develop, finance, build, own and operate the 
power plant in northern Mozambique, which will 
be fed by gas from the Area 1 project. 

Middle East | Exploration & Production 
Deadlines set for Egyptian licensing rounds
Egypt has set bid deadlines for two licensing  
rounds. Bids for the 11 blocks offered by Egyptian 
General Petroleum Corp. are due by 1 October, 
according to an advertisement in an Egyptian 
newspaper. Bids for the 16 concessions offered  
by Egyptian Natural Gas Holding Co. are due  
by 8 October. 

Africa | LNG 
Second tanker heads for Cameroon FLNG
An LNG tanker is expected to arrive in 
Cameroonian waters on 26 May to load the second 
cargo from Perenco’s Hilli Episeyo FLNG vessel. 
The plant’s first cargo left onboard the Galicia 
Spirit on 17 May. Agence Ecofin reports the Golar 
Maria will start loading from the facility, the world’s 
second FLNG plant, in the coming weeks. The first 
cargo is expected to arrive in Qidong in China on 
14 June. Gazprom Marketing & Trading Singapore 
is the sole buyer of LNG from the unit, and will 
receive 1.2 mtpa over the next eight years.

Asia Pacific | Gas to Power 
Thai power producer plans $3.7 bln  
of power generation investment
Thailand’s third-largest power producer, Gulf 
Energy Development, plans to invest $3.7 billion 
over the next six years in the hope of doubling its 
generation capacity by 2024, according to Reuters. 
The company plans to expand its capacity from  
5.3 GW to 11.1 GW, Chief Business Development 
and Strategy Officer Ratthapol Cheunsomchit said 
at an investor briefing. 

Asia Pacific | LNG 
Trafigura’s LNG supply deal in 
Bangladesh abandoned
Bangladesh and Trafigura have abandoned a 
preliminary deal for the supply of 5.7 million cubic 
metres of regasified LNG per day following delays 
in settling on the terms of the sales-and-purchase 
agreement, according to Platts. A preliminary 
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Latin America | Gas to Power 
Gas and wind face off in Brazilian power auction
Brazil’s A6 power auction will feature 39 gas-to-power projects, 
amounting to 28.7 GW of capacity. The sector is going head-to-head 
with wind power, which has registered 928 projects amounting to  
27.1 GW. The two sectors make up 94.4% of the capacity registered  
for the tender, which will be held on 31 August 2018. 

IN BRIEF

A Brazilian wind turbine. (Casa dos Ventos)

deal for a 10-year LNG supply was reached in 
December, but this has been annulled. 

Asia Pacific | Gas to Power 
Bhikki plant hits full power in Pakistan
Pakistan’s Bhikki power plant is now fully 
operational, according to Pakistani newspaper The 
News. The 1.2 GW power plant uses regasified 
LNG and has been delivered in 32 months. 

Australia | Companies & Finance 
Santos rejects Harbour Energy’s final offer
Santos Energy has rejected a takeover proposal  
from Harbour Energy, the Australian company  

has announced. Santos received a final bid  
of approximately $10.8 billion from United  
States-based Harbour on Monday, which was its 
fifth bid in nine months. Santos rejected the offer 
on the basis that it does not represent the full  
value of the company. Santos has terminated  
all discussions with Harbour. 

North America | LNG 
BP signs 20-year SPA for 2 
mtpa from Calcasieu Pass 
BP has signed a 20-year sales-and-purchase 
agreement for 2 mtpa with Venture Global  
for volumes from the Calcasieu Pass facility in 
Louisiana in the United States. Venture has  
now contracted for 6 mtpa of the plant’s planned  
10 mtpa capacity. The facility is due online in 2022. 

Latin America | E&P 
Shell begins Huacareta drilling in Bolivia
Shell started drilling the Jaguar X6 well in  
the Huacareta block in the southern Bolivian 
province of Chuquisaca on Monday, according  
to Bolivia’s government. La Paz has said the  
prospect could contain 51.0 billion cubic metres of 
gas. Shell hopes to begin production in December, 
according to Bolivian President Evo Morales.  

Latin America | E&P 
Rosneft to take FID in Venezuela in 2020
Rosneft will make an FID in 2020 on its 
participation in the development of two giant 
Venezuelan gas fields, TASS has reported, citing  
the Russian company’s annual report. Caracas 
granted a licence to a Rosneft subsidiary to  
develop the offshore fields of Patao and Mejillones 
for 30 years in 2017. Rosneft plans to produce  
a total of 6.5 billion cubic metres of gas from  
the fields over a 15-year period, which it will  
export as LNG.  
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