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Sixty-three energy-producing and consuming countries and 
eleven international organizations participated — many 
at the ministerial level — in the 9th International Energy 

Forum (IEF), which was held in Amsterdam, the Netherlands, on 
May 22–24. While the Forum took place against a background 
of high oil prices (and hence attracted a lot of media attention), 
its principal focus remains the same as it has been since the first 
producer-consumer meeting in Paris in 1991: facilitating dia-
logue and co-operation between all parties in the international 
energy industry. The progress made in this area was underlined by 
the meeting’s final statement, which noted that: “A real dialogue 
took place on the basis of mutual understanding of different 
positions. In the end, many interests are common.”
     Part of Amsterdam’s significance derives from the fact that 
it was the first producer-consumer meeting to take place since 
the permanent IEF Secretariat became operational in the Saudi 
Arabian capital Riyadh, with Ambassador Arne Walther as its 
Secretary General. In the future, the new Secretariat will, ac-
cording to the final statement, “be a driving force behind the 
dialogue by stimulating the discussion between producers and 
consumers on a continuous basis.” 

Attracting massive investment
     The main theme of the 9th IEF was Investment in Energy: 
Choices for the Future, and how to attract the massive amounts 
of capital that will be needed by the global oil and gas industry 
in the period from 2000–2030, which the Paris-based Interna-
tional Energy Agency has estimated at around $6.0 trillion. That 
translates into an annual investment rate of around $200 billion 
on maintaining and modernizing existing infrastructure, while 
also carrying out the capacity expansion necessary to meet rising 
demand. The crucial question is, therefore, will the industry 

be able to attract sufficient capital, particularly in the form of 
foreign direct investment?
     The answer to that, said the Forum, depends on stable and 
transparent economic, fiscal and legal frameworks being in place. 
Factors including “fair and equitable treatment, security and 
protection will enhance the flow of foreign direct investment and 
financial resources,” it noted. Bilateral investment agreements 
and multilateral frameworks can also help in creating a favourable 
investment climate. Similarly, the international commitment to 
improving the reliability and transparency of oil data under the 
Joint Oil Data Initiative can be of assistance in this respect by 
making oil markets more predictable.
     Co-operation between producers and consumers was another 
key theme of the Forum, and was described as being “beneficial 
to the supply security for consumers, the demand security for 
producers, the stability of markets and sustainable economic 
growth in general,” as well as favouring economic diversifica-
tion. Increasing co-operation between national and international 
oil companies was also underlined as being another positive 
development. 
     It is clear that the international oil and gas industry faces great 
challenges in the years to come if it is to successfully mobilize the 
enormous amounts of capital needed. But many of the ingredi-
ents — the huge global oil and gas resource base, especially in 
many OPEC Countries; a large number of state and private oil 
companies with the expertise to bring those reserves to market; 
and the existence of the necessary finance to develop them — are 
already largely in place. Bringing these elements together is no 
easy task, but if the IEF and its new Secretariat succeeds in its 
aim of facilitating further dialogue and greater understanding 
between all parties, then the global energy industry will have 
gone a long way towards achieving its goals.

A framework for
co-operation

The IEF ’s new Secretariat will  facil itate the ongoing producer-consumer 
dialogue on a continuous basis



pressing concern about the likely negative 
impact of such high energy cost to world 
economic growth. Many were calling on 
OPEC to open the taps and let crude oil 
flow in order to cool off prices. 
     It was against this background that 
Ministers of Energy of some two dozen 
countries and chief executives of energy-
related international organizations and 
major oil companies set out from their 
capitals and headquarters to go to Amster-
dam to dialogue in order to secure energy 
for the future. Although the theme of IEF 
2004 was Investment in Energy: Choices for 
the Future, and the organizers of the forum 
strove hard not to stray from it in the for-
mal programme, they could not fail to ac-
knowledge the fact that there was an even 

By Dr Omar Farouk Ibrahim
Head, PR & Information Department, OPEC

9th International Energy Forum:
the dialogue continues…

more pressing concern which deserved as 
much of their time and energy: the rising 
price of crude oil.
     Interestingly, both oil producers and 
consumers had acknowledged that at over 
$40/b for WTI, the crude price was too 
high and something needed to be done 
to bring it down. Where the two groups 
differed, at least before the forum began, 
was what needed to be done to bring 
prices down. To most oil consumers what 
needed to be done was to get OPEC to 
open the taps and let oil flow. According 
to this school of thought ample supply 
would naturally force prices down. 
     OPEC Ministers, equally concerned 
about the rising prices of crude oil, decided 
to use the opportunity of their collective 

or two days in May, 22–24, world 
attention focused on Amsterdam, 

the venue of IEF 2004. The ninth 
edition of the biennial International En-
ergy Forum was being hosted by the Neth-
erlands at a time crude oil prices had hit a 
record high in over a dozen years. On the 
eve of the Forum crude prices, going by 
the OPEC Reference Basket price, were 
$36.40/barrel, some $8.40/b above the 
ceiling of the OPEC price band of $22-
28. And there were no indications that the 
trend towards higher crude prices, which 
began from the first quarter of the year, 
was going to be reversed soon. In the Unit-
ed States pump price of gasoline had also 
reached record high levels of more than 
$2/gallon. World leaders had started ex-
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presence in Amsterdam for the IEF forum 
to hold informal consultations on how to 
calm prices. They wanted to know what 
exactly were responsible for the high oil 
price regime. Was it, as consumers want-
ed the world to believe, supply shortfall? 
If it was so, then the solution was simple. 
More oil on the market would push down 
prices.

Market analysis
     But an analysis of the market had 
shown that there was ample oil relative 
to demand. In other words, the rise in oil 
prices was not related to fundamentals of 
the market. Some other factors seemed to 
be driving the price up, factors that must 
be controlled if the additional oil OPEC 

is ready to release is to make any positive 
impact on bringing down prices. 
     Between the formal sessions, a series of 
bilateral meetings were taking place. Min-
isters from oil-producing countries, but es-
pecially those from OPEC who have the 
capacity to raise production, were sought 
by Ministers and other top policy-mak-
ers from major oil consuming nations for 
talks. From the US Secretary of Energy, 
Spencer Abraham, to the Vice-President 
and Energy Commissioner of the Europe-
an Commission, Loyola de Palacio, the re-
frain was the same: flood the market with 
oil so that prices would come down.  
     While efforts were being made to 
find a solution to the existing problem of 
high crude oil price on the sidelines, the 

programme of IEF 2004 was running as 
planned. After the official opening of the 
forum, OPEC and the IEA were invited to 
set the scene for the dialogue. Dr Adnan 
Shihab-Eldin of OPEC and Claude Mandil 
of the IEA made two separate presen-
tations giving an outlook of the oil in-
dustry now and projecting into the next 
quarter of a century. The interesting thing 
about the two presentations, the first com-
ing from an Organization established to 
protect essentially the interests of oil pro-
ducers (OPEC) and the second from an 
agency established to protect the inter-
ests of major oil consumers (IEA), is the 
common perceptions of the potentials and 
problems of the oil and gas industry. Both 
Dr Shihab-Eldin and Mr Mandil were of 

Indonesian Minister of Energy and Mineral Resources and President of the OPEC Conference, HE Dr Purnomo Yusgiantoro (r), listens 
to the Head of OPEC’s PR & Information Department, Dr Omar Farouk Ibrahim, at a press conference after an informal meeting of 
OPEC Ministers in Amsterdam.
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the opinion that world oil demand will 
increase significantly in the next two dec-
ades. Secondly, they also agree that there 
are adequate resources to meet future de-
mand for energy. Thirdly, they agree on 
the need for large-scale investment in the 
industry in order to transform the po-
tential into the real. Furthermore, both 
agreed that for the foreseeable future, hy-
drocarbons will continue to be the main 
energy source. 
     However, whereas the IEA was spe-
cific about the amount required for the 
investment and even regions of the world 
where it considered more attractive to in-
vest, OPEC had been satisfied with ac-
knowledging the need for investments. 
     With this setting, it was no won-
der that the meeting went on smoothly, 
without areas of fundamental disagree-
ment among participants.

Important platform
     The International Energy Forum, 
started as the producers and consumers 
dialogue in 1991, has proved to be a very 
important platform for fostering greater 
understanding and appreciation of the 
fears and aspirations of the various stake-
holders in the energy industry. For the 
major consumer countries, the concern 
has been essentially two: security of sup-

ply and affordability of price in the short, 
medium and long term. In recent times, 
another concern has been added, namely, 
cleanliness of the energy source or the en-
vironmental impact of the use of those 
energy forms. The concern about securi-
ty of supply stems from the fact that for 
the highly industrialized countries, who 
are also the major consumers of oil, their 
economies are heavily energy-dependent. 
Any sustained disruption of supply of en-
ergy could inflict incalculable harm to the 
fabric of their societies. To a lesser extent, 
very high prices of energy could also inflict 
harm on their economies, because it would 
translate into higher production costs.
     Are these fears exclusive to the major 
consumer countries? Are they the only 
countries to suffer from sustained supply 
disruption? Are the producing countries 
going to be exempt from any negative 
consequences of high crude oil prices? In 
order words, are the interests of producers 
and consumers mutually exclusive?
     These are some of the issues that the 
IEF dialogue in the last dozen years have 
tried to shed some more light on. It has 
become increasingly clear to consumers 
that producers are as concerned about 
those fears. In the first place, producers 
are aware of the fact that sustained disrup-
tion of supply and excessively high price 

of crude could lead to producers intensify-
ing research into other sources of energy. 
The implication of any major success in 
that direction for oil producing countries 
could be disastrous. This is because for 
most oil-producing countries, crude oil 
revenue sustains their economies. Their 
annual budgets are heavily dependent on 
crude oil export revenue. Furthermore, the 
provision of social services as well as the 
infrastructure necessary to transform those 
countries from mono-cultural economies 
to industrial economies is virtually com-
pletely dependent on sustained demand 
for oil. 
     In addition to these, oil-producing 
countries also realize that their econo-
mies are heavily import-dependent with 
regards to machinery, manufactured goods 
and also services. And for this reason, any 
inflation resulting from excessively high 
price of crude oil will also affect their 
economies negatively. Finally, crude oil 
exporting countries, especially those from 
developing countries, are also constantly 
aware of the fact that a downturn in the 
world economy could have serious impli-
cations for them as demand for their prod-
uct would fall, and with that the revenue 
they make from its sale.
     Given the better understanding and 
greater appreciation of the other parties’ 

Norway’s Minister Petroleum 
and Energy, Einar Steensnæs 

(l), talks to his Iranian 
counterpart, Minister of 

Petroleum HE Bijan Namdar 
Zangeneh, prior to a press 
conference in Amsterdam. A

P
 P

ho
to

/D
us

an
 V

ra
ni

c

9 t h  I N T E R N A T I O N A L  E N E R G Y  F O R U M

6 OPEC Bulletin

9 t h  I N T E R N A T I O N A L  E N E R G Y  F O R U M

May 2004 7



Saudi Arabian Minister 
of Petroleum & Mineral 
Resources, HE Ali I Naimi 
(r), shakes hands with US 
Secretary of Energy, Spencer 
Abraham.
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positions on global energy supply and de-
mand, the suggestion by Saudi Arabia in 
2000 to have a permanent Secretariat es-
tablished for the IEF could not have come 
at a better time. A permanent Secretariat 
would help to enhance communication 
among key stakeholders in the industry, 
just like the OPEC Secretariat and the IEA 
have in recent years co-operated in techni-
cal matters in the interest of the industry.
     The communiqué of IEF 2004, re-
leased on May 24, reflected the increas-
ing common perception about the fears 
and hopes for the industry among pro-
ducers, consumers and investors. It was 
different in the sense that no one party 
sought to heap all the blame for the high 
cost of crude oil on the other. Indeed, the 
communiqué identified four factors to be 
responsible for the high crude oil price re-
gime. These were speculation, geopolitical 
tensions, gasoline bottlenecks in the USA 
and growing demand for oil. Of the four 
factors, three were beyond the control of 
OPEC. The first, speculation, results from 
the second, namely geo-political tensions. 
Geopolitical tensions, irrespective of the 
cause, have the tendency of inflicting high 
premiums on the price of crude oil. For 
that reason, any perception of insecurity, 
no matter how unrealistic, could affect the 
price of crude.

     The third factor, gasoline bottlenecks 
in the USA resulted from the multiplica-
tion of rules and regulations concerning 
reformulated gasolines (RFG) that could be 
sold in various states of the USA. Because 
various states have different specifications 
for the RFG that could be sold in them, 
and there are as many as 18 such specifi-
cations, market flexibility is greatly hin-
dered. A few key markets could run short 
of supply, while others have more than 
they needed. And because of the stringent 
regulations, it is very difficult to augment 
by importation. The forum had also ac-
knowledged that supply was short of de-
mand and had called on OPEC to increase 
production. OPEC had accepted to do just 
that, having realized that its demand pro-
jection for the second quarter had under-
estimated world economic growth. The 
very fact that the forum acknowledged 
that speculation geopolitical tensions and 
gasoline bottlenecks in the USA contrib-
ute to price volatility and that OPEC has 
no control over them is indicative of the 
distance producers and consumers have 
covered in the dialogue on energy. 
     OPEC has since made good its prom-
ise to open the taps. The focus should now 
be on finding lasting solutions to geopo-
litical instability and the gasoline bottle-
necks in the USA.

“World oil 
demand will 
increase 
significantly in 
the next two 
decades.”
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The Forum in brief

The main findings of the IEF are:
1. The Forum discussed the present world energy situation and 

expressed a concern regarding the current high price level. 
This can be explained by a complex interaction of unantici-
pated strong demand, tight capacities upstream and down-
stream, and geopolitical uncertainties. Economic recovery 
worldwide, and especially in developing countries, would 
benefit from stable oil prices at a reasonable level.

2. The Forum recognised the interests from both supply and 
demand perspectives. The security of supply in oil and gas is 
not in danger. A real dialogue took place on the basis of mu-
tual understanding of different positions. In the end, many 
interests are common. In this respect environmental issues 
were mentioned. With respect to the price issue, both pro-
ducer and consumer countries have to take action to reach 
sustainable price levels. The foreseen increase of production 
has been welcomed.

3. The Forum especially looked at options for the long term and 
stressed the investments required. To secure sufficient sup-
ply of oil and gas in the coming three decades investments 
of $6 trillion is needed in new capacity and replacement of 
existing capacity.

4. To attract sufficient foreign direct investment and other fi-
nancial resources, stable and transparent economic, fiscal 
and legal frameworks need to be in place. Bilateral and mul-
tilateral investment agreements are instruments that help 
to clarify and secure the conditions for these investments.

5. Transparency in the legal and political context, together 
with transparency with respect to oil production and stocks 
are important for private financiers to determine the stabil-
ity of energy markets and consequently their willingness to 
invest.

6. The IEF will continue its efforts on these issues with the 
help of the new permanent Secretariat of the Forum: the IEF 
Secretariat, now operational in Riyadh, Saudi Arabia. In the 
future, the IEF Secretariat will be a driving force behind the 
dialogue by stimulating the discussion between producers 
and consumers on a continuous basis.

7. The Forum accepted with pleasure the candidacy of Qatar 
as host and China and Italy as co-hosts for the 10th IEF. The 
10th IEF will therefore be held in Qatar. The Forum also de-
cided Italy will be the host of the 11th IEF in 2008.

Conclusions

1. The 9th International Energy Forum (IEF) was held in Am-
sterdam, the Netherlands, from May 22–24 with the partic-
ipation of energy ministers from 63 energy-producing and 
consuming countries and of 11 international organisations. 
The participants focused on the world energy situation, oil 
and gas in particular, and the investments needed to meet 
the world’s growing energy demand in a healthy market en-
vironment.

2. The International Energy Business Forum (IEBF) convened 
in the morning of May 22, prior to the IEF. It provided a 
platform for discussion between ministers and top officials 
of leading energy companies and financial institutions. The 
business forum gave clear messages by recommending gov-
ernments to create a transparent, predictable and consist-
ent policy and regulatory framework. Besides, the business 
community stressed the importance of partnership between 
companies and government at different levels. This outcome 
of the IEBF has played a stimulating role in the political dis-
cussion in the ministerial IEF.

3. The Forum discussed the present world energy situation and 
expressed a concern regarding the current high price level. 

Summary and conclusions
by the host and co-hosts of the
9th International Energy Forum

The 9th International Energy Forum (IEF) was held in Amsterdam, the Netherlands, from 
May 22–24. The theme of the Forum was Investment in Energy: Choices for the Future.
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This can be explained by a complex interaction of unantici-
pated strong demand, tight capacities upstream and down-
stream and geopolitical uncertainties. Economic recovery 
worldwide, and especially in developing countries, would 
benefit from stable oil prices at a reasonable level.

4. The Forum reaffirmed that greater stability in the interna-
tional oil market is in the interest of both consuming and 
producing nations and stressed the importance of the already 
increasing co-operation between producers and consumers. 
This co-operation is beneficial to the supply security for con-
sumers, the demand security for producers, the stability of 
markets and sustainable economic growth in general. Besides, 
it favours economic diversification as well as investment in a 
better environment.

5. The Forum noted that the present oil and gas reserves are 
sufficient to meet the world’s energy needs in the coming 
decades, provided that required investments to develop these 
resources will be done in time. The forum discussed reports 
presented by OPEC and the International Energy Agency 
(IEA) on the need for investment during 2000–2030 in all 
energy sectors world-wide of $16,000 billion and for oil and 
gas in particular of $6,000bn. The capital expenditure on the 
oil and gas of $200bn per year includes the expansion of oil 
and gas supply capacity and capacity upkeep as well as the 
modernisation of the existing upstream and downstream fa-
cilities.

6. The Forum discussed the opportunities and challenges for 
the energy investments and noted that fair and equitable 
treatment, security and protection will enhance the flow of 
foreign direct investment (FDI) and financial resources. The 
participating countries have expressed their firm commit-
ment to support and attend to these investments with stable 
and transparent economic, fiscal and legal frameworks. The 
Forum stipulated that bilateral and multilateral investment 
agreements help to provide a secure environment for invest-
ment.

7. The Forum advocates unhindered access to capital, energy 
technology and markets in order to facilitate the optimal de-
velopment of oil and gas production, transit and transport 
capacity.

8. The Forum considered the availability of financial resources 
and whether the energy sector can attract sufficient funds in 
the global capital market. It called upon financial institu-
tions, investors and policy makers to improve their assess-
ment on the attractiveness of energy. It was also noted that:

 • Countries should focus their policies on promoting a 
stable economic, fiscal, regulatory and legal climate. This will 
encourage and attract financial resources and especially FDI 
in energy, including investments in cleaner fossil fuels and 
in reduction of detrimental environmental effects of grow-
ing energy use.

 • International financial institutions such as the World 

Bank, the International Finance Corporation (IFC) and the 
Asian Development Bank are urged to value the energy sec-
tor and infrastructure properly as an instrument for poverty 
alleviation and development and, if necessary, give extra im-
pulses to the sector.

9. The Forum noted that fair and equitable treatment, security 
and protection are prerequisites to attract FDI. Bilateral invest-
ment agreements and multilateral frameworks could help to 
create a favourable investment climate. Producer and con-
sumer countries are encouraged to participate in the World 
Trade Organization (WTO) and the Energy Charter nego-
tiating process to this end. The Forum has drawn attention 
to the results of the International Conference on Financing 
for Development (Monterrey, Mexico, March 18–22, 2002). 
Monterrey underlined that the contribution of FDI for devel-
opment is one of the key issues in the years to come.

10. The Forum affirmed that good co-operation between nation-
al and international oil and gas companies will be beneficial 
to both. The Forum reaffirmed the sovereign right of states 
over their natural resources, including the right to regulate 
the exploration and production, and recognised the com-
mercial objectives of oil and gas companies.

11. The Forum acknowledged the importance of the develop-
ment of alternative energy sources. This could be a valuable 
contribution to the improvement of the local, regional and 
global environment. The Forum favoured a smooth transi-
tion to a new energy era for the longer term, facilitated by 
the presence of still ample oil and gas resources.

12. The Forum welcomed the attention to energy in the frame-
work of the World Summit on Sustainable Development 
(WSSD) in 2005 and 2006, which is an important follow 
up of the WSSD meeting in Johannesburg in 2002. Moreo-
ver, it will enlarge the involvement of energy ministers in a 
debate that is of vital importance for the way in which the 
world will provide in the energy needs for a growing world 
population.

13. The participants in the Forum expressed their firm commit-
ment to improving transparency of oil data in the Joint Oil 
Data Initiative (JODI). In this initiative, the six international 
organisations and the IEF Secretariat work together on the 
reliability and transparency of oil data, provided by a large 
number of participating countries. Data transparency leads 
to more predictability of markets and therefore to a more 
stable investment climate.

14. The Forum, having welcomed the start-up activities of the 
IEF Secretariat with Ambassador Arne Walther as Secretary 
General, reiterated that the IEF Secretariat will be a driving 
force behind the dialogue by stimulating the discussions be-
tween producers and consumers on a continuous basis.

15. The Forum welcomed Qatar as the host of the 10th IEF in 
2006 with China and Italy as its co-hosts. The Forum also 
decided Italy will be the host of the 11th IEF in 2008.
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Saudi Aramco:
responsibility at home, responsibility abroad

Saudi Aramco’s status 

as the world’s largest oil 

company and custodian 

of around a quarter of 

global oil reserves carries 

with it a special kind of 

responsibility, according 

to the firm’s President and 

Chief Executive Officer, 

Abdallah S Jum’ah.*

* Based on the address by Abdallah S Jum’ah to the Royal Institute of International Affairs, Chatham House, London, May 29, 2004.

y any measure, Saudi Aramco must 
be counted as a leader in the petro-

leum industry. We are responsible 
for the world’s largest crude oil reserves: 
260 billion barrels of oil, or roughly a 
quarter of the world’s total. We are also 
the global leader in crude oil production 
and exports. Saudi Aramco is the number 
one supplier of crude oil to the United 
States and to Japan, the world’s two largest 
economies, and is a major supplier to the 
European market and other Asian econo-
mies. Because oil is a fungible commodity, 
our exports even have a positive impact on 
consumers in regions where we are not a 

major supplier, such as Latin America and 
Africa, since the crude we export helps to 
sustain the entire global energy market.
     We’re also a leader in the field of ad-
vanced technology. The computing fa-
cility in our Exploration and Petroleum 
Engineering Centre (EXPEC) is not only 
among the most powerful in the indus-
try, but also ranks among the world’s top 
computer centres of any kind. It stores 
some 1.2 petabytes of data: that’s rough-
ly four times as much as NASA handles, 
and is equivalent to four million copies 
of the 32-volume Encyclopaedia Britan-
nica. EXPEC also boasts advanced paral-

lel processing systems, 3-D visualization 
centres, and proprietary reservoir simula-
tors unmatched for their size and sophis-
tication. Beyond our core oil and gas op-
erations, we are one of the world’s largest 
users of SAP technology, and utilize the 
latest business integration systems to man-
age our ongoing operations. V-SAT satel-
lite systems allow us to maintain real-time 
access to remote facilities and field opera-
tions, and an extensive corporate IT net-
work facilitates internal communication 
across our worldwide network of offices.
     We’re proud of our leadership role 
within the global petroleum industry. 
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However, with that role come responsibil-
ities — awesome responsibilities, in fact. 
And that is where I take greatest pride: in 
the commitment of our people to fulfil 
those responsibilities, and our company’s 
ability to make good on its promises, day 
after day, year after year, decade after dec-
ade. We have a responsibility to the inter-
national community and the global econ-
omy, as well as to the citizens and society 
of the Kingdom, and we seek to serve our 
stakeholders through our daily operations, 
our long-term strategies, and our core phi-
losophy of business.
     We’re meeting the world’s energy needs 
now. But what about the decades to come? 
What happens as demand increases in de-
veloping economies such as India and Chi-
na, even while the industrialized economies 
of Europe, North America and Asia con-
tinue to rely heavily on imported energy?
     We understand that our responsibility 
embraces the long term, and we’re working 
to ensure that future generations will be 
able to depend on our energy production 
just as consumers around the world have 
relied upon us for the last seventy years. 
That commitment touches many different 
aspects of our operations. Allow me to out-
line some of the major activities and initia-
tives that will enable us to fuel the future.
     Reserves, of course, are the basic build-
ing blocks of the petroleum industry, and 
we stand upon a firm foundation of 260bn 
b of crude. Those reserves are spread across 
85 fields and 320 different reservoirs, and 
represent a conservative accounting of our 
total reserve base, given our cautious as-
sumptions about ultimate recovery rates.
     However, we are also working hard to 
identify new reserves through additional 
discoveries, enhanced recovery techniques, 
and more accurate characterization of our 
reservoirs and a better understanding of 
their behaviour over time. And those ef-
forts are paying handsome dividends: for 
many years we have been able to make 
healthy additions to our reserves, or at the 
very least to replace our production, mean-
ing that despite our prolific output, we have 
not had to draw down our total reserves.
     We are confident that we can extend 
that success well into the future, given con-
tinued advances in exploration and pro-
duction technologies and the fact that more 
than half of the Kingdom’s potential hy-
drocarbon-bearing areas are still relatively 

sary additional barrels on-stream, helping 
to maintain market stability and meet con-
sumer demand. Even though our 10m b/d 
production capacity currently includes a 
surplus capacity of some 2m b/d, we have 
developed a range of long-term crude de-
velopment scenarios that would raise our 
production capacity to 12m or even 15m 
b/d. The capital commitments needed to 
expand our capacity will be made when 
market conditions warrant, but we have no 
doubts regarding our ability to deliver extra 
production capacity should the need arise.

Operational flexibility
     Getting oil to market is the final piece 
of the puzzle. To accomplish that objec-
tive, we maintain tremendous operational 
flexibility and a robust network of produc-
tion, processing and distribution facilities. 
Those facilities are designed with multi-
ple back-up systems and are configured to 
facilitate future expansion. Our crude oil 
pipelines system connects production fa-
cilities in Saudi Arabia’s Eastern Province 
to export terminals on the Red Sea, ena-
bling us to export crude from both coasts 
of the Kingdom. To better meet the needs 
of our customers, we operate a large owned 
fleet of very large crude carriers and main-
tain operational storage in both the Car-
ibbean and Western Europe. We pay tre-
mendous attention to safety and security 
in all of our facilities and installations, and 
have never suffered a supply disruption re-
lated to our operations. Nor have we expe-
rienced an operational situation where we 
were unable to meet a supply commitment 
to one of our customers.
     Extensive reserves, prudent reservoir 
management, an unmatched production 
capacity with the ability to expand, and 
operational flexibility and reliability: all of 
these factors enable us to meet the energy 
needs of the world. We have been bless-
ed with extensive petroleum reserves, but 
with that blessing comes the burden of re-
sponsibility. It’s a burden we have borne 
successfully for seven decades, and we will 
continue to fulfil our responsibilities to the 
global economy for many, many decades 
to come.
     Our international profile is matched 
by the prominent role we play in the King-
dom. The nation’s leadership has entrusted 
numerous responsibilities to Saudi Aram-
co — responsibilities that bear directly on 

unexplored. Based on available data, in the 
next 25 years we expect to find more than 
100bn b of recoverable reserves in those 
areas, plus additional recoveries coming 
from our known fields. That puts future 
reserves in the neighbourhood of 360bn b, 
which at current production levels trans-
lates into close to 120 years’ worth of oil.
     Finding reserves is important, but so is 
managing them over the long term. In the 
case of Saudi Aramco, many of our large 
fields have been producing for decades yet 
are still not mature by industry standards. 
These are some of the largest fields on earth 
— for example, if we were to position the 
southern tip of the Ghawar field here at 
Chatham House, the northern edge would 
end up somewhere around the touch line 
at Old Trafford in Manchester. Because 
of the sheer size and volume of these gi-
ant fields, they play a vital role in the 
continued health of the global economy.
     Our primary reservoir management 
objective is to maximize the ultimate re-
covery of hydrocarbons from our fields, 
and that requires a long-term view of our 
production. As a result, gradual depletion 
makes good business sense for us, and for 
our customers. Our experts aren’t looking 
at what we’ll pump in the next decade, but 
rather at our production strategies for the 
year 2054. Our intensive computational 
efforts, involving detailed reservoir mod-
elling, allow us to develop a much clear-
er understanding of reservoir behaviour, 
in great detail and over long periods of 
time. By testing various production sce-
narios and identifying the optimal produc-
tion strategy for a given reservoir, we are 
able to make the most of the reserves we 
manage — for our benefit and the benefit 
of world economic markets.
     Just as we take the long view in our ex-
ploration and reservoir management func-
tions, our obligation to the international 
economy requires us to look at achieving 
higher potential production levels in the 
future.
     At the moment, we account for about 
11 per cent of the world’s production of 
crude oil. Depending on market demand, 
we can now produce 10m b/d of oil, and 
easily sustain that production level for the 
next five decades. Our ability to achieve 
that level has been tested repeatedly over 
the last several years, and without excep-
tion we have been able to bring the neces-
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the Kingdom, working closely with over-
seas partners in a range of joint ventures in 
the petroleum and petrochemical sectors. 
Recently we have concluded several land-
mark upstream gas deals with a number 
of leading petroleum companies, and just 
this month we signed a memorandum of 
understanding with Sumitomo to expand 
our refinery in Rabigh to a full-scale pet-
rochemical complex. We’re also pleased to 
be working with Saudi Oger and Inter-
national Power PLC of the United King-
dom to develop co-generation facilities 
in a number of Saudi Aramco plants us-
ing a build-own-operate-transfer business 
model. Aside from their direct economic 
impact, these FDI projects also create new 
jobs, generate increased domestic demand 
for goods and services, and are indicative 
of the Kingdom’s attractive investment 
climate. There is a wide range of invest-
ment opportunities available in Saudi 
Arabia for far-sighted international com-
panies, including firms from the United 
Kingdom, and I believe we will see even 
greater levels of foreign direct investment 
in the years to come.

Wide-ranging impact
     Saudi Aramco also has had a wide-
ranging impact in the area of human re-
source development. We maintain one 
of the world’s largest corporate training 
programmes, which runs the gamut from 
technical and vocational training to ad-
vanced degree programmes. A well-edu-
cated, highly motivated workforce is of 
course vital to our business success, but 
the skills and talents of these individuals 
also benefit the Kingdom as a whole.
     Saudi Aramco has long been a leader 
in the area of Saudization, and while we 
have citizens of more than 50 different na-
tions on our employment rolls, some 85 
per cent of our workforce is made up of 
Saudi nationals. Saudis account for essen-
tially all of our operations personnel, form 
the overwhelming majority of our profes-
sional and engineering staffs, and hold 
roughly 97 per cent of the top 200 jobs 
in the company. Given its demographics, 
employment is one of the most impor-
tant issues facing the Kingdom, and I’m 
proud that for many years Saudi Aramco 
has demonstrated that young Saudis, well 
trained and provided with real career op-
portunities, can be as productive and dedi-

cated as any employees in the world.
     These individuals are also responsi-
ble for much of the innovation generated 
by Saudi Aramco — another key area of 
contribution to the Kingdom. With the 
completion of phase two of our new R&D 
Centre, that facility will grow to 33,000 
square metres of state-of-the-art labora-
tory space, boosting our capacity for ap-
plied research, product quality assurance 
and special laboratory services. But in-
novation isn’t limited to researchers in 
white lab coats. Since its inception last 
year, our online Idea Management Sys-
tem has received more than 16,000 sub-
missions from employees from all parts of 
the company, which are directed to the ap-
propriate organization for review, appraisal 
and, where beneficial, application in our 
operations. These submissions range from 
ways to simplify work processes to ideas 
that may ultimately transform our indus-
try and generate new revenue streams for 
Saudi Aramco. Since knowledge sharing is 
another important aspect of our domes-
tic role, these ideas have a wider signifi-
cance for the Kingdom. From collabora-
tion with government institutions and 
joint research programs with universities 
to participation in professional societies, 
our people are sharing information and 
ideas with colleagues throughout the na-
tion, for the benefit of all.
     This exchange of knowledge extends 
to other areas of our business, since many 
people in the Kingdom see Saudi Aramco 
as a pioneer in many fields, and an example 
to be emulated. Many different organiza-
tions throughout the country are interested 
in how we run our business, the systems we 
utilize throughout our operations, and the 
factors that shape Saudi Aramco’s distinc-
tive corporate culture. We run our business 
like any major international corporation, 
with an emphasis on commercial efficiency, 
transparency and good governance, strong 
systems and processes, and due concern for 
health, safety and the environment. At the 
same time, we are a Saudi company, we are 
an integral part of the Kingdom, and we are 
dedicated to the continued prosperity of its 
people. If robust, systems-based operations 
are what enable our performance, our ul-
timate purpose as an organization comes 
from our thorough understanding of our 
larger responsibilities to the Kingdom and 
its citizens.

the prosperity of the nation and its people. 
We have worked hard to meet those needs 
and to fulfil our responsibilities, and we 
continue to look for ways we can contrib-
ute to the well-being of our country and 
our fellow citizens.
     First and foremost we play a vital role 
in the Saudi economy. Saudi Aramco 
works diligently to maximize the revenue 
it provides to the Kingdom, and to realize 
the value of the nation’s precious hydrocar-
bon resources, be it oil or gas. Many peo-
ple think first of crude oil when they hear 
the Saudi Aramco name, but that’s not the 
whole story. We manage the fourth-larg-
est natural gas reserve base in the world 
and supply gas to industries and utilities 
throughout the Kingdom, providing the 
fuel and feedstock needed for future eco-
nomic development and diversification.
     This area of operations is nothing new 
for us: in fact, our Master Gas System will 
shortly be celebrating its thirtieth anni-
versary. However, it is also true that gas 
is an increasingly important aspect of our 
activities, and that the Master Gas Sys-
tem’s capacity has been doubled since its 
inception. This expansion will allow fur-
ther growth in the Kingdom’s giant petro-
chemical industry. Without a doubt, the 
continued development of the nation’s 
natural gas reserves and their wise utiliza-
tion by industries and utilities is vital to 
the economic future of the Kingdom.
     The crude oil, refined products and 
natural gas that we produce make mod-
ern life possible, create new jobs, and en-
able economic development and diversi-
fication. At the same time, the wages we 
pay, the contracts we let, and the goods we 
purchase are also important drivers for the 
Kingdom’s domestic economy. Last year 
Saudi Aramco executed contract actions 
worth some $3.5bn, with a majority go-
ing to Saudi-owned or Saudi joint-ven-
ture companies. We also issued purchase 
orders of $1.6bn for materials, equipment 
and supplies: 87 per cent of that total was 
placed directly with Saudi manufacturers 
and vendors. Clearly, we are a major play-
er in the Kingdom’s economy, not just in 
terms of the dollars we spend, but also in 
working with local private sector compa-
nies to improve their performance levels 
and quality standards, so that we all benefit.
     Saudi Aramco is also a leader in the 
field of foreign direct investment (FDI) in 



12 OPEC Bulletin

F O R U M

May 2004 13

F O R U M

     Saudi Aramco is really in a class of its 
own. Yes, this is due in part to our exten-
sive reserve base, the scale of our petro-
leum operations and our application of 
cutting-edge technology, but it is also true 
in the way we approach our business. We 
are a national oil company, but not in the 
traditional sense. We are not trapped in a 
rigid state bureaucratic apparatus, nor do 
we operate along the lines of a government 
agency. Rather, the leadership of the King-
dom has, quite wisely in my view, provided 
us with the space and autonomy necessary 
to operate as a fully commercial enterprise. 
The government sets our strategic objec-
tives, then allows us to achieve those ob-
jectives utilizing appropriate technology, 
industry best practices, keen business acu-
men, and the dedication and hard work of 
our people.
     Yet we are not a typical international 
oil company, either. We share their com-
mercial outlook, their ability to develop 
and implement advanced technology, and 
their global presence, but we are free of 
many of the short-term constraints they 
face. Because these international compa-
nies are publicly traded, they must, by ne-
cessity, compromise on their long-term 
strategies as a result of short-term needs 
like boosting quarterly earnings or keep-
ing their share price above a certain level. 
Saudi Aramco, by contrast, is better able to 
look at its future business strategies, assess 
the long-term needs of its customers and of 
consumers around the globe, and take the 
long view when it comes to maximizing 
the value of the Kingdom’s hydrocarbon 
resources. We do not ignore short-term 
business requirements, but we are able to 
undertake them in a different context than 
do our international oil company counter-
parts. It is a unique perspective, and one 
that I believe is at the heart of the success 
we have created as a company. 
     So far I have outlined our responsibili-
ties, the role Saudi Aramco plays in the en-
ergy industry, and the steps we’ve taken to 
meet the needs of the international com-
munity and the Kingdom of Saudi Arabia. 
However, we are not a company that op-
erates in isolation, or an organization that 
can do the job alone. Yes, we have an im-
portant role to play in maintaining a stable 
supply of energy to the world, but other 
actors must also play their parts. We must 
also look at the need for increased co-op-

eration and co-ordination, not just among 
petroleum companies, but more impor-
tantly between producers and consumers.
     We must work together first and fore-
most in order to achieve the goal of market 
stability — a goal that serves the interests 
of both exporters and importers. With-
out stability, producers cannot accurately 
predict their revenues or the funds avail-
able for reinvestment, while consumers are 
unable to calculate their costs and with 
them the proper prices for their goods and 
services. No national economy can make 
meaningful progress in the face of such 
uncertainty, and no company — large or 
small — can effectively run its business giv-
en this degree of doubt over energy costs.
     Working together we can maintain sta-

bility and avoid the ruinous swing in oil 
prices we’ve seen all too often in the past. 
However, neither side can achieve stability 
on its own; instead, we must talk, we must 
co-operate, and we must work together. 
The creation of the International Energy 
Forum, an initiative spearheaded by HRH 
Crown Prince Abdullah, is a positive step 
in that direction, and I believe we will see 
more activity in this area in the months 
and years to come.
     Co-operation is also essential if we 
are to achieve another shared goal: im-
proving the performance of petroleum. 
Over the last twenty or thirty years, we’ve 
heard a good deal about the promise of 
alternative fuels, but have seen little in 
the way of tangible results. If the world 
has learned anything from the last several 
decades, it is that reliance on these specu-
lative energy sources is not the responsi-
ble option. Looking back, it is petroleum 
that has fuelled a century of unparalleled 
global economic development, today pe-
troleum continues to meet much of the 
energy needs of the planet’s population, 
and looking forward, petroleum will sus-
tain future growth and prosperity.
     Once again, though, we must not 
grow complacent, since petroleum is by 
no means a perfect fuel. Oil producers, 
equipment and transport manufacturers, 
end-user businesses, research and academ-

ic institutions, and governmental agencies 
and policymakers should all work togeth-
er to improve petroleum’s performance. 
More efficient engines, cleaner burning 
fuels, improved transportation systems, 
and other developments can help en-
hance oil’s economic and environmental 
performance. We must look closely at the 
impact of hydrocarbon consumption on 
the natural world, and explore ways to mit-
igate that impact. There is exciting work 
being done on hybrid engines, carbon se-
questration and other emerging technolo-
gies, but more needs to be done.
     Such applications will not only help 
the developed world to sustain its living 
standards in a responsible manner, but 
also enable many developing economies 

to avoid the environmental destruction 
and degradation that results from the 
consumption of fuel sources like coal. In 
the West, the industrial revolution took 
an enormous toll on natural ecosystems, 
and while industrialization may seem like 
ancient history in London, it is today’s re-
ality in places like Lima, Lagos and Luc-
know. More efficient, more eco-friendly 
use of petroleum can minimize the envi-
ronmental impact of development while 
still improving health, educational and so-
cial conditions in these economies.
     Petroleum is too precious a resource 
to waste. We owe it to ourselves, and to 
future generations, to explore areas of co-
operation to encourage the wise use of oil 
and gas for the benefit of planet Earth and 
its people. Never before have the condi-
tions for such co-operation been so favour-
able, nor the need for joint effort so acute. 
Furthermore, the fact that the relationship 
between producers and consumers is one 
of mutual dependence has never been so 
widely understood, in my opinion. How-
ever, increased co-operation is not just an 
opportunity, but also our shared respon-
sibility. Together, I believe we can provide 
the steady, stable and affordable supply 
of energy needed by the people of planet 
Earth, so that they may realize their aspi-
rations, achieve their dreams, and together 
build a better tomorrow.

“We must look closely at the impact of hydrocarbon consumption 
on the natural world, and explore ways to mitigate that impact.”
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uwait has officially declared that its 
largest oil refinery at Mina Al-Ahma-

di is now fully operational again, four years 
after a huge blast rocked the facility, kill-
ing six people and wounding 50 others (see 
OPEC Bulletin, July 2000 for details).
     Speaking at the official reopening cer-
emony, the country’s Minister of Energy, 
Sheikh Ahmad Fahad Al-Ahmad Al-Sabah 
(pictured), noted that various facilities at 
the refinery had been heavily damaged in 
the explosion, and the reconstruction work 
had cost some $345 million.
     “Re-operation of the refinery began 
gradually as of early 2001. The refinery 
saw considerable improvements and up-
grades making it among the world’s finest 
refineries. Production at full capacity was 
reached early this year,” the OPEC News 
Agency quoted him as saying.
     The Minister added that, apart from 
the material damage, the disastrous explo-
sion had left many people distrustful and 
lacking confidence in the oil sector. How-
ever, he went on, the challenge of restoring 
confidence had been overcome through 
genuine efforts, and the refinery was now 
in better condition that ever before.
     “As proof of the company’s concern 
for the environment and the community, 
it has installed a new system to monitor 
air quality. Re-operation of the refinery at 
full capacity is another praiseworthy ac-
complishment within the state’s strategy 
of developing the sector,” Sheikh Ahmad 
said.
     The Chairman and Managing Director 
of the Kuwait National Petroleum Com-
pany (KNPC), Hani Husein, commented 
that the official reopening of the Mina Al-
Ahmadi refinery was the product of several 
years’ hard work to restore its capacity and 

within a few weeks and would then re-
fer the project to the Supreme Petroleum 
Council, which overseas the country’s oil 
and gas industry.
     He said that the initial idea was to pro-
duce clean fuel, but this had since been 
changed to the construction of a commer-
cial refinery with a production capacity of 
460,000 barrels/day.
     Earlier in the month, Al-Oun an-
nounced that KNPC had begun export-

Kuwait’s Mina Al-Ahmadi refinery fully 
operational after reconstruction 

work costing nearly $350m

it was now one of the best in the world.
     Kuwait has three major oil refineries, 
which are situated within 15 kilometres of 
each other. The three are located at Mina 
Al-Ahmadi, Mina Abdulla and Shuaiba. 
A fourth refinery, which KNPC is con-
sidering constructing, is still awaiting as-
sessment and approval. 
     The Energy Under-Secretary at the 
Ministry, Issa Al-Oun, told reporters that 
KNPC would complete its assessment 
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ing one million litres/day of oil products 
to neighbouring Iraq. Iraq would be mar-
keting these products in the country soon, 
he added.
     Speaking after a meeting of the Kuwait-
Iraq Commission in Kuwait, Al-Oun also 
said that his country would import 35,000 
cubic feet/day of gas from Iraq in the first 
phase of a multi-stage plan. The second 
phase of the project envisages the import 
of 165 million cu ft/d.
     Al-Oun was quoted by the official 
Kuwaiti News Agency as saying that the 
Commission had already approved the 
first phase of the plan to import Iraqi gas, 
and the final the contract would be signed 
within a month.
     He also noted that the Kuwait Foreign 
Petroleum Exploration Company (KUF-
PEC) was surveying the Siba field, located 
on Shatt Al-Arab waterway, where pro-
jected gas output is estimated at 200m cu 
ft/d.
     If both countries agreed on invest-
ing in the field, it would be linked to the 
Kuwaiti project to import gas from Iraq, 
which could reach as much as 400m cu 
ft/d, Al-Oun added.
     Both KNPC and KUFPEC are subsidi-
aries of the state-owned Kuwait Petroleum 
Corporation. KNPC handles the country’s 
downstream operations, while KUFPEC 
covers overseas exploration and produc-
tion of oil and gas.

Saudi Aramco holds major
international conference 
on gas development
Dammam — State oil and gas firm Sau-
di Aramco is fully committed to driving 
forward the Kingdom’s natural gas pro-
gramme as part of efforts to boost the 
Saudi economy.
     That was the key message from several 
top company executives to delegates at the 
first-ever Saudi Arabian International Gas 
Conference, a three-day forum in May at 
the Eastern Province Chamber of Com-
merce and Industry in Dammam. Some 
500 foreign and domestic business leaders 
attended the event.
     The conference was inaugurated by 
the Governor of the Eastern Province, 
Prince Mohamed bin Fahd bin Abd Al-

Aziz, and opened by the Chamber’s Chair-
man, Abdurrahman bin Rashid Al-Rashid. 
The Chamber and the Ministry of Petro-
leum and Mineral Resources organized the 
conference, while Saudi Aramco was a key 
sponsor and participant.
     Prince Mohamed and the Kingdom’s 
Minister of Petroleum and Mineral Re-
sources, Ali I Naimi, both presented key-
note speeches at the opening session on 
May 15, noted a Saudi Aramco statement.
     The purpose of the forum, said Al-
Rashid, was to “shed light on the huge op-
portunities that exist for the private sector 
in gas-related support services, petrochem-
icals, desalination, electricity, financing” 
and other sectors, and to familiarize in-
ternational firms with the capabilities and 
investment opportunities in the Saudi pri-
vate sector.
     Speaking at a press conference on the 
future of gas projects in the Kingdom, the 
Adviser to the Ministry of Petroleum and 
Mineral Resources, Prince Faysal bin Turki 
bin Abd Al-Aziz, said that the Ministry was 
continuing to evaluate the best way to lev-
erage gas to boost economic growth.
     In the future, he added, there would be 
a strong increase in the Kingdom’s petro-
chemical industry, driven by growth in nat-
ural gas supplies that would become avail-
able from current gas projects, as well as 
those under planning and construction.
     Energizing the development of Saudi 
Arabia’s gas industry was the focus of re-
marks by several senior Saudi Aramco ex-
ecutives.
     The company’s Senior Vice-President 
of Exploration and Producing, Abd Allah 
S Al-Saif, said: “Saudi Aramco has played 
a dominant role in the Kingdom’s gas sec-
tor over the last three decades, and it is 
committed to continue this role to ensure 
success of the new upstream joint ventures 
and to sustain further development of gas 
and downstream industries.
     “With the continuation of rapid 
growth of sales gas demand in the King-
dom, Saudi Aramco began a major non-
associated gas expansion programme in 
the 1990s, starting with an aggressive gas 
exploration program. This gas explora-
tion program was highly successful, add-
ing almost 55 trillion cubic feet of non-
associated gas reserves, thus doubling the 
non-associated gas reserves in less than a 
decade,” he went on.

     At year-end 2003, Al-Saif noted, the 
Kingdom boasted proven combined asso-
ciated and non-associated gas reserves to-
talling 234.5tr cu ft, the fourth-highest in 
the world after Russia, Iran and Qatar.
     The Kingdom’s Master Gas System 
(MGS), built by Saudi Aramco begin-
ning in the 1970s and managed by the 
company, currently produces and proc-
esses 9 billion cubic feet/day of gas.
     The MGS delivers 7.0bn cu ft/d of 
sales gas (a mixture of methane and ethane) 
to domestic consumers as fuel and petro-
chemical feedstock, and 1.0 million b/d of 
natural gas liquids (NGL) and condensates 
for petrochemical feedstock. Although 
only a portion of the NGL is currently ex-
ported, Saudi Arabia is the world’s largest 
NGL exporter.

Gas-processing plants
     Meanwhile, expansion projects at exist-
ing gas-processing plants and the addition 
of new plants — Hawiyah and Haradh 
have both come on stream in the past two 
years — are helping the company keep 
pace with anticipated increases in gas de-
mand.
     One of Saudi Aramco’s major new ini-
tiatives is its upstream gas programme, in 
which the Kingdom recently signed four 
extensive gas exploration and development 
agreements in the Rub Al-Khali (the Emp-
ty Quarter) with China’s Sinopec, Russia’s 
Lukoil and two consortiums: Anglo-Dutch 
giant Royal Dutch/Shell with France’s To-
tal, and Italy’s ENI with Spain’s Repsol-
YPF.
     Representatives of each of these new 
venture partners attended the conference. 
Under the recently-inked deals, hundreds 
of thousands of square kilometres will be 
explored for gas. The state firm’s new gas 
initiatives aim to meet forecast domestic 
demand of 12bn cu ft/d by 2025. Gas de-
mand in the Kingdom has nearly doubled 
in the past six years.
     Saudi Aramco’s Vice-President of Ex-
ploration, Khalid A Al-Falih, noted that 
the company’s pioneering efforts in the gas 
sector to date had resulted in the develop-
ment of one of the world’s leading petro-
chemical industries, which has grown from 
25 plants in the 1970s to an estimated 500 
such facilities by 2005. 
     Investment in Saudi petrochemical 
plants had grown correspondingly, soar-
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ing from $500m in the 1970s to approxi-
mately $20bn in 2000, added Al-Falih.
     Saudi Arabia’s petrochemical industry 
today produces more than 50 products sold 
in 100 countries, with about $10bn in an-
nual sales. The Kingdom has dramatically 
outpaced other Middle East producers in 
ethylene, propylene and styrene output, 
he noted.
     Saudi Aramco’s Vice-President of New 
Business Development, Isam A Al-Bayat, 
spotlighted the company’s co-generation 
projects, which generate steam and elec-
tricity simultaneously as part of an energy-
saving process.
     Some of the projects have been offered 

for private investment opportunities. Sau-
di Aramco recently signed an agreement 
with two international companies — Saudi 
Oger and International Power of the Unit-
ed Kingdom — to provide 1,059 mega-
watts of power and 4.4 million pounds/
hour of steam at four Saudi Aramco plants.
     Under the deal, the company’s partners 
will build, own and operate the plants, and 
then transfer ownership back to Saudi Ara-
mco in a predetermined time frame.
     “The programme will generate reve-
nues for the project company to match 
their return expectations and promote 
economic growth for the Kingdom and 
create jobs,” commented Al-Bayat.

Iraqi oil infrastructure being upgraded, 
but still vulnerable, says CPA

Baghdad — Iraq’s oil infrastructure is being upgraded, but will remain vulnerable to 
the type of attacks that have sporadically disrupted oil output and exports in recent 
months, according to a spokesman for the Coalition Provisional Authority (CPA).
     Speaking at a press briefing in Baghdad on May 26 with Brigadier General Mark 
Kimmitt, the CPA’s Senior Adviser, Dan Senor (pictured), noted that “Iraq right now 
is producing well over two million barrels/day,” which exceeded pre-war levels. 

 “The problem is the 
infrastructure is quite 
weak and we are en-
gaged right now in a 
massive reconstruc-
tion effort to im-
prove the quality … 
and the durability of 
the infrastructure,” 
said Senor.
 “During the proc-
ess, while it’s being 
upgraded, the infra-
structure is quite vul-
nerable to attacks. The 
refinery infrastructure 
is vulnerable to attacks 
(and) the pipeline in-
frastructure is vulner-
able to attacks,” he 
added.
 “Therefore, those 
who are trying to 
turn the clock back on 
Iraq, trying to throw 
the reconstruction off 
course, those who are 
really the enemies of 
a free Iraq and of the P
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In brief
IEA revises up world demand 
PARIS — The International Energy Agency 
(IEA) has revised up its global demand figure 
for 2004 by 330,000 barrels/day to 80.6 mil-
lion b/d, representing a rise of nearly 2m b/d 
over 2003. The increase reflects synchronous 
global economic expansion, said the IEA in 
the latest edition of its Oil Market Report, 
published on May 12. First quarter estimates 
were revised higher as OECD transport fuel 
use soared, while first quarter demand growth 
in China is now seen at almost 1m b/d. World 
oil production declined 440,000 b/d in April 
to 81.5m b/d, and OPEC crude supply fell 
by 415,000 b/d, noted the IEA. Non-OPEC 
output growth for 2004 has been revised 
down despite gains in Russia, due notably 
to a lower forecast for OECD supply. In all, 
supply and demand changes have boosted the 
2004 “call on OPEC crude and stock change” 
by 500,000 b/d, added the Agency.

ExxonMobil announces Angolan oil find
IRVING, TEXAS — ExxonMobil has announced 
that its Angolan subsidiary, Esso Explora-
tion and Production Angola (Overseas), has 
participated in the second oil discovery in 
Angola’s deep-water offshore block 32. The 
Canela-1 well was drilled in a water depth of 
5,050 feet and tested at a rate of 6,800 barrels/
day from one reservoir. The well is located in 
the eastern part of block 32, approximately 
10 miles to the south-east of Gindungo-1, 
the first discovery on the block, which was 
announced in 2003. The Canela-1 partners 
are Esso with 15 per cent, Total (the opera-
tor with 30 per cent), Marathon Petroleum 
Angola (30 per cent), Sonangol (20 per cent) 
and Petrogal Exploracao (5 per cent). The 
new find takes the firm’s reserves in Angola to 
more than 11.5 billion b of oil equivalent.

ChevronTexaco earned $2.6bn in 1Q04
SAN RAMON, CALIFORNIA — US oil major 
ChevronTexaco has reported record net 
income of $2.6 billion for the first quarter 
of 2004, compared with net income of 
$1.9bn for the same period last year. A ma-
jor contributor to the earnings increase was 
improved performance by ChevronTexaco’s 
downstream operations (refining, marketing 
and transportation), the company said in a 
statement. The exploration and production 
segment earned $2bn on continued strong 
oil prices, it added. The first quarter 2004 
results included income of $34 million asso-
ciated with certain assets that were classified 
as discontinued operations because of their 
pending disposition. The income for these 
assets in 1Q03 was $37m. The 2003 quarter 
also included net charges of $196m relating to 
the adoption of new accounting standards.
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Iraqi people, are trying to take a big stab at 
the efforts to improve the economic situa-
tion of all Iraqis. (They) have engaged in 
attacks against the oil infrastructure, and 
until the reconstruction meets its goals, it 
will be vulnerable to these attacks,” said 
Senor, who went on to point out that there 
was very little redundancy built into the 
system.
     “There was virtually no maintenance 
put into the system, so this equipment was 
chronically under-invested in for decades 
and we’re working on improving it, and 
we are doing our best. We think we are on 
track to continue the upward trend we’ve 
been on.
     “But from time to time, there will be 
setbacks when these attacks occur, and we 
are dealing with equipment and infrastruc-
ture that is in very poor shape because of the 
way it was taken care of under the former 
regime,” noted Senor.
     In a separate development, the Tehran 
Times reported that Iran has the potential 
to refine around 180,000 b/d of Iraqi oil, 
which could rise to 320,000 b/d if the 
necessary equipment was available and 
circumstances were right.
     However, whether the scheme went 
ahead or not would depend on what Iraq 
decided to do, according to the Nation-
al Iranian Oil Refining and Distribution 
Company’s Production Manager, Moham-
mad Zali.
     Iraqi crude oil is currently being tested 
to determine if the refining process neces-
sitates any system change in Iranian refin-
eries, said Zali. If the test results were fa-
vourable, Iraqi crude oil could be processed 
in Iran’s refineries at low cost, he noted.
     Zali added that discussions about trans-
porting Iraqi crude oil through a pipeline 
to Iran and delivering the same volume in 
exchange at Iranian export terminals were 
currently in the early stages.

Pertamina’s cash flow
badly hit by rising
domestic fuel subsidies
Jakarta — The cash flow of Indonesian 
state oil and gas company Pertamina has 
been badly hit by the firm’s obligation to 
supply fuel oil to the domestic market at 
subsidized levels at a time when crude and 

product prices on the international mar-
kets are sharply higher.
     “With a liquidity position below two 
trillion rupiahs, the company is already 
bleeding,” the state news agency Antara 
quoted Pertamina’s Director of Finance, 
Alfred Rohimas, as saying.
     “Assuming crude oil prices stay at an 
average $35/barrel, fuel subsidies could 
reach a total of 40tr rupiahs,” Alfred told 
a hearing of the House of Representatives 
Commission VIII on Mining and Energy.
     The 2004 state budget has allocated 
some 14.5tr rupiahs for fuel subsidies, 
based on an average oil price assumption 
of $22/b, according to the report.
     The fuel subsidy would increase be-
cause the government has decided not to 
raise fuel prices at home during the current 
general election year, despite skyrocketing 
oil prices on the international market. This 
would worsen the state budget deficit and 
had already put heavy pressure on Pertami-
na’s cash flow, noted Alfred.
     In a related development, the Jakarta 
Post quoted the Head of the Fiscal Analy-
sis Agency at the Finance Ministry, Ang-
gito Abimanyu, as saying that an average 
of one dollar increase in the oil price for 
the entire year would add 700-800 billion 
rupiahs to the already high state budget 
deficit. 
     This figure would only be valid if other 
indices such as the exchange rate, inflation, 
and interest rates were unchanged, noted 
Anggito.
     However, the rupiah had sharply de-
clined in the past month, creating infla-
tionary pressures. This could eventually 
push the country’s central bank to raise 
interest rates, possibly forcing Pertamina 
to cancel several projects.
     Separately, Pertamina also announced 
that it had delayed a planned sale of eu-
robonds until next year, as rising bond 
yields amid higher interest rate pressure 
would increase the borrowing cost. The 
company has also halved the size of the 
eurobond sale to $250 million.
     The government has set a target of re-
stricting the deficit to 1.2 per cent of gross 
domestic product for this year. It is due to 
review the state budget next month.
     Indonesia produces about one million 
barrels/day of crude oil and has long-term 
export contracts, while it imports about 
300,000 b/d of crude and products.

In brief
BP participates in fuel cell project
DETROIT — UK oil giant BP and German-
US automaker DaimlerChrysler are among 
the organizations that will take part in a US 
Department of Energy (DoE) field test pro-
gramme for fuel cell vehicles in the US begin-
ning this year, it has been announced. The 
vehicle test programme is part of a five-year 
‘Controlled hydrogen fleet and infrastruc-
ture demonstration and validation project,’ 
funded in part by the DoE. The project is 
designed to gain real-world experience with 
fuel cell vehicles, to address related issues 
such as fuels and fuelling infrastructure, and 
to educate the public about this developing 
technology. DaimlerChrysler has proposed 
supplying its fuel cell vehicles to fleets in 
certain US markets, while BP plans to pro-
vide the refuelling infrastructure to support 
the fuelling needs of those fleets.

Shell makes discovery in Egyptian desert
LONDON — Shell Egypt has announced that 
its Sheiba 18-3 discovery well, located in the 
north-east Abu Gharadig concession, has 
successfully tested at rates of up to 1,600 
barrels/day of 36° API oil and 900,000 cubic 
feet/day of gas. Sheiba 18-3 is the first com-
mercial oil discovery in the eastern part of the 
concession, in Egypt’s Western Desert, and 
it significantly extends Shell’s recent highly 
successful Abu Gharadig basin exploration ef-
fort. Shell (the operator with 52 per cent) and 
Apache (48 per cent) have identified potential 
offset locations and follow-up prospects. A 
proposed plan for further exploration of this 
area has been reviewed, and supported by, 
the Egyptian General Petroleum Corpora-
tion. The new discovery could be put into 
production quickly through nearby field 
facilities operated by Shell.

PetroChina meets targets for 1Q04
BEIJING — PetroChina has announced that 
it has fully achieved all its production and 
operational targets for the first quarter of 
2004. The firm successfully capitalized on 
high international oil prices and the growth 
of demand in the domestic market to actively 
expand production and boost its operations, 
PetroChina said in a statement. In the up-
stream sector, the company’s total oil and gas 
output amounted to 229.1 million barrels 
of oil equivalent, an increase of 7.3m b, up 
3.3 per cent year-on-year. Crude oil output 
was 192.9m b (including 1.3m b of overseas 
equity oil), an increase of 1.8m b, up 0.9 per 
cent y-o-y. The natural gas business continued 
to grow rapidly, and the company produced 
217.5 billion cubic feet of marketable natural 
gas (including 3.15bn cu ft of overseas equity 
gas), an increase of 3.3bn cu ft.
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Venezuela’s CITGO
announces lower net
income in first quarter

Caracas — CITGO Petroleum, the US 
subsidiary of state oil corporation Petro-
leos de Venezuela (PDVSA), has reported 
net income for the first quarter of this year 
amounting to some $35 million, while op-
erating income (before interest and taxes) 
totalled about $87m, according to a com-
pany statement.
     Announcing the results, CITGO’s 
President and Chief Executive Officer, 
Luis Marin, noted that in comparison, 
the first quarter of last year saw net in-
come of $140m and operating income of 
$243m, which included insurance recov-
eries totalling $118m.
     “The first quarter of 2004 was a time of 
heavy turnaround activities at our refiner-
ies. Consequently, the average utilization at 
our light oils refineries was down and our 
refined products output was lower com-
pared with the first quarter of last year,” 
said Marin.
     “Despite the reduction, however, sales 
volumes were up for gasoline, jet fuel, 
and petrochemicals, and our asphalt sales 
jumped 79 per cent, setting a new sales 
record,” he added.
     “At our Lake Charles refinery, we are 
proceeding with the crude vacuum expan-
sion project, now 35 per cent complete. 
This project will increase the crude process-
ing capacity of the refinery by 105,000 
barrels/day and will allow us to process 
heavier crude streams from Venezuela.
     “Additionally, as part of our Tier II pro-
gramme, we are also constructing a sec-
ond gasoline hydro-treating unit at Lake 
Charles,” said Marin.
     Cash flow from CITGO’s operating ac-
tivities in the first quarter of 2004 amount-
ed to $209m, compared with $300m in 
1Q of 2003, which included cash proceeds 
from insurance recoveries of $47m.
     Depreciation and amortization expens-
es stood at $87m in 1Q04, compared with 
$79m for the same quarter in 2003. Capi-
tal expenditure for 1Q04 was $67m, com-
pared with $90m for 1Q03.
     In a related development, the state news 
agency, Venpres, quoted Marin as saying 
that the recently-announced relocation of 

CITGO from Tulsa, Oklahoma to Hou-
ston, Texas would begin in June and take 
about two years to complete.
     Venpres said the perception that Hou-
ston is the energy capital of the world 
would assist CITGO in achieving bet-
ter performance, and enable it to play a 
more important role in the downstream 
sectors.
     CITGO is a refiner, transporter and 
marketer of transportation fuels, lubri-
cants, petrochemicals, refined waxes, as-
phalt and other industrial products. It is 
owned by PDV America Inc, an indirect 
wholly-owned subsidiary of PDVSA.

Foreign oil, gas firms
submit bids for 16 oil
blocks offered by Iran
Tehran — Some 23 foreign companies 
have voiced their readiness to handle the 
oil exploration blocks which Iran has of-
fered for international tender, according 
to the Director of the Exploration Depart-
ment at the National Iranian Oil Company 
(NIOC), Mahmoud Mohaddess.
     The Petroenergy Information Network 
quoted Mohaddess as saying that the inter-
ested companies have so far purchased 91 
data packages covering the 16 oil blocks 
on offer. 
     Covering a total area of 253,000 sq km, 
the blocks have been chosen on the basis 
of consumption needs and their proximity 
to oil-processing facilities. The contracts 
for the blocks will be carried out on a buy-
back basis.
     The blocks to go on tender are: 
Moghan I and II, Kouh-Dasht, Khor-
ram-Abad, Kermanshah, Bijar, East and 
West Mokran, Zabol, East Jazmourian, 
Saravan, Tabas, Garmsar, Saveh, Raz, and 
Tapeh Marouh.
     In a reversal of past practice, and in 
order to improve the attractiveness of the 
contracts, NIOC will be able to sign the 
exploration and development phases of 
each block as parts of the same contract, 
said Mohaddess.
     Based on assessments by NIOC, the 
exploration phase of each contract, which 
will include seismological data gathering 
and the drilling of wells, will cost each 
contractor around $30–40 million.

In brief
ENI sees first quarter income rise
ROME — Italian energy giant ENI has released 
its results for the first quarter of 2004, show-
ing net income of €2.15 billion, an increase 
of €139 million (6.9 per cent) over the first 
quarter of 2003. The rise was due to higher 
net extraordinary income of €308m related 
to a €519m gain on the sale of a 9 per cent 
stake in Snam Rete Gas to Mediobanca, 
and growth in sales volumes, ENI said in a 
statement. With the price of Brent slightly 
higher than in the first quarter of 2003 (up 
1.4 per cent), these positive factors were partly 
offset by the negative impact (estimated at 
€380m) on operating income, due to the 
16.5 per cent depreciation of the dollar over 
the euro. The company’s daily hydrocarbon 
production increased by 130,000 barrels of 
oil equivalent/day (up 8.7 per cent) to a total 
of 1,628,000 boe/d.

API supports EPA diesel sulphur rule 
WASHINGTON — The American Petroleum 
Institute (API) has released a statement 
saying that it strongly supports the US En-
vironmental Protection Agency’s (EPA) final 
non-road diesel rule-making, because it will 
deliver significant emissions reductions for 
the public on a schedule that is feasible for the 
nation’s fuel suppliers. “Based on our under-
standing of what it contains, this aggressive 
rule will reduce diesel sulphur content for 
the fuel used in non-road diesel vehicles by 
roughly 90 per cent from current levels in 
2007 — the shortest possible time for refin-
ers to make the necessary refinery changes,” 
said the API. “Because the EPA has listened 
to all stakeholders, the rule has many positive 
provisions that meet the nation’s environmen-
tal goals while reducing potential impacts on 
diesel supplies and, ultimately, consumers,” 
it added.

Petro-Canada buys Buzzard field stake
CALGARY — Petro-Canada has announced 
that it is to acquire a 29.9 per cent interest 
in the Buzzard oil field in the UK sector of 
the North Sea for $840 million. The Buz-
zard field, located 100 km north-east of 
Aberdeen, is currently under development, 
with first oil expected by the end of 2006. 
Petro-Canada’s share of peak production from 
Buzzard, which is the largest UK North Sea 
oil field discovered in over a decade, is ex-
pected to average some 60,000 barrels/day. 
“This acquisition adds a superb new core 
asset to our portfolio,” said Petro-Canada’s 
President and Chief Executive Officer, Ron 
Brenneman. “It’s a perfect fit with our inter-
national growth strategy, since it builds on 
our existing base of operations in north-west 
Europe,” he added.
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     Companies have until July 11 to sub-
mit their bids, with the proposed rate of 
return being one of the main criteria that 
NIOC will use for determining the win-
ning offers, added Mohaddes.

Qatar Petroleum signs
new production-sharing
accord with Anadarko
Doha — State oil and gas firm Qatar Pe-
troleum has signed a new exploration and 
production-sharing agreement (EPSA) for 
offshore block 4 with Anadarko Petrole-
um Corporation of the US, according to 
a company statement.
     The accord was signed by Qatar’s Sec-
ond Deputy Prime Minister and Minister 
of Energy & Industry, Abdullah bin Ha-
mad Al Attiyah, on behalf of Qatar Pe-
troleum, and Anadarko’s Vice-President of 
Exploration and Business Development, 
James J Emme. The ceremony was held 
at Qatar Petroleum’s headquarters and at-
tended by senior officials of both compa-
nies.
     Al Attiyah noted that foreign compa-
nies have invested around $5 billion in oil 
exploration activities in Qatar since the 
early 1990s. The country’s proven reserves 
now stood at five billion barrels, and its 
production capacity was 830,000 b/d, he 
said.
     The 3,132 sq km offshore acreage des-
ignated as the block 4 area is located north 
of Qatar. It is situated in one of the world’s 
most prolific petroleum producing areas, 
and has remained unexplored for the last 
30 years.
     The terms of the agreement call for 
an initial five-year exploration phase dur-
ing which Anadarko, in partnership with 
Qatar Petroleum, will undertake a work 
programme comprising technical studies, 
seismic reprocessing, acquisition of 2D and 
3D seismic data and exploratory drilling.
     Pending the results, hydrocarbon de-
velopment will be carried out. All relevant 
operations and studies will be implement-
ed under the supervision of Qatar Petro-
leum.
     The work will be done by the Anadarko 
Qatar Block 4 Company, a new sister firm 
of the Anadarko Qatar Energy Company. 
The latter operates the Qatari Al-Rayyan 

oil field in block 12, as well as the explo-
ration of block 13, offshore Qatar, under 
similar EPSAs with Qatar Petroleum.
     Anadarko acquired its position in Qa-
tar through the purchase of Gulfstream 
Resources in 2001. With the purchase of 
BP’s interests in blocks 12 and 13 in Qatar 
in 2002, Anadarko increased its working 
interest from 65 per cent to 92.5 per cent 
and became the operator. Anadarko also 
holds a 49 per cent interest in block 11, 
operated by Germany’s Wintershall.
     The EPSA approach, which has been 
applied extensively in Qatar during the 
last 15 years with the aim of increasing the 
country’s oil and gas reserves and produc-
tion, has proven to be very successful.
     The new EPSA with Anadarko is one 
of a series that Qatar Petroleum has signed 
with several international oil companies 
to explore and develop its hydrocarbon 
resources.

Algeria expects $14bn
in oil income in 1H04,
says Energy Minister
Algiers — Algeria’s income from oil and 
gas exports should amount to $14 billion 
in the first half of this year, according to 
the country’s Energy and Mines Minister, 
Dr Chakib Khelil.
     The country’s hydrocarbons income 
would reach $7 billion in the second 
quarter of 2004, almost the same level as 
receipts recorded in the first quarter, the 
Minister told Algerian radio.
     By the end of July, the country’s oil 
and gas export receipts would reach the 
level of $16 billion projected in the gov-
ernment’s finance bill for the whole year, 
on the basis of an oil price of $19/barrel.
     The extra oil income, said Khelil, will 
be paid into the regulation fund, which was 
set up three years ago to collect any addi-
tional receipts coming from hydrocarbons 
sales. This year, the receipts would prob-
ably exceed the previous peak of $25bn 
recorded in 2003, he added.
     Meanwhile, the country’s Finance Min-
ister, Abdellatif Benachenhou, has also not-
ed that the most beneficial effect from the 
strength in oil prices was the increase in 
the reserves of the regulation fund.
     He told a meeting of bankers and com-

Repsol-YPF posts €520m 1Q04 profit  
MADRID — Spanish oil giant Repsol-YPF has 
reported net income of €520 million in the 
first quarter of 2004, 26.2 per cent higher 
than in 4Q03, but 22.6 per cent lower than 
in the same period a year earlier. Perform-
ance was negatively affected by the euro’s re-
valuation against the dollar, which averaged 
16.5 per cent year-on-year, and 5.1 per cent 
quarter-on-quarter, as well as a 19 per cent 
higher corporate tax rate, said Repsol-YPF 
in a statement. The company’s oil and gas 
production showed ongoing strong growth 
in the quarter, reaching 1,124,900 barrels of 
oil equivalent/day, 12.2 per cent higher y-o-y, 
with the emphasis on gas production (up 28 
per cent), as a result of increased production 
in Argentina, Trinidad & Tobago and Bolivia.

Russia’s Lukoil fuels Lufthansa jets
MOSCOW — Lukoil has become the first Rus-
sian oil company to fuel planes from German 
airline Lufthansa with its own jet A-1 fuel. 
To make this possible, Lukoil spent many 
years adjusting its production and fuel sup-
ply patterns to comply with International Air 
Transport Association (IATA) requirements, 
the Russian firm said in a statement. In order 
to meet IATA’s technical requirements, Lukoil 
initiated the development and implementa-
tion of a new domestic standard for jet A-1 
fuel for gas turbine engines, which was 
certified as conforming to the ISO 9001:
2000 and AS 9100:2001 standards. The 
fuel is produced at the Lukoil-Nizhegorod-
nefteorgsintez refinery in Kstovo, which has 
a monthly production capacity of 35,000 tons 
of jet A-1. The fuelling of Lufthansa aircraft 
will be carried out at a Lukoil-owned complex 
at Nizhniy Novgorod international airport, 
where Lufthansa operates regular passenger 
flights three times a week.

BG sells Tangguh LNG interest
LONDON — BG Group has announced that 
it has completed the sale of its 50 per cent 
interest in the Muturi production-sharing 
contract (PSC) in West Papua, Indonesia 
to Indonesia Natural Gas Resources Muturi 
Inc (INGRMI), a wholly-owned subsidiary 
of LNG Japan Corporation and CNOOC 
Muturi, a wholly owned-subsidiary of China’s 
CNOOC. INGRMI has acquired 29.23 per 
cent of BG Group’s 50 per cent interest, with 
CNOOC acquiring the remaining 20.77 per 
cent for approximately $253 million. This 
consideration includes a reimbursement of 
BG expenditure dating from January 1, 2003. 
The participants in the Muturi PSC are now 
CNOOC Muturi with 64.77 per cent, IN-
GRMI with 34.23 per cent and BP Muturi 
Holdings with the other one per cent.

In brief
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pany managers that the extra oil and gas 
income would be used to help repay the 
country’s foreign debt, which is currently 
put at around $22bn.

Strength in oil prices
reduces size of budget
deficit in the UAE
Abu Dhabi — Strong oil prices, com-
bined with higher gas sales, reduced the 
United Arab Emirates (UAE) budget defi-
cit last year and closed the gap in the bal-
ance of payments, according to a report in 
local newspaper Gulf News.
     The paper cited statistics from the 
country’s central bank, which showed 
that the UAE enjoyed one of its best fis-
cal years in 2003 as average crude oil prices 
leapt by nearly $4/barrel and the country 
pushed ahead with expansion plans for its 
oil, gas and refined output capacity.
     From a level of around $8 billion in 
2002, the deficit in the consolidated fi-
nancial account (CFA) was more than 
halved to $3.66bn last year. It was one 
of the lowest CFA deficits since the UAE 
began issuing the combined budget with 
shortfalls after the end of the oil boom in 
the mid-1980s.
     The decline was the result of a sharp 
increase in revenue due to a surge in the 
export of crude oil, liquefied natural gas, as 
well as refined and other petroleum prod-
ucts.
     The deficit in the CFA, which reflects 
the UAE’s real fiscal position as it covers 
the federal budget and spending by each 
of the seven emirates that make up the 
country, was again financed from returns 
on the country’s enormous overseas invest-
ment, estimated at over $250bn.
     The UAE’s total revenues soared to 
$20.52bn last year from $15.58bn in 
2002, the figures showed. 
     Oil and gas export earnings jumped 
to around $18.7bn, from $13.7bn in the 
same period.
     Hydrocarbon earnings last year ac-
counted for more than 90 per cent of the 
UAE’s total income, meaning that the 
country was still heavily reliant on the oil 
and gas sector, despite its sharp decline as 
a proportion of gross domestic product 
over the past decade.

     The report attributed the increase in 
revenue to higher exports by free zones, 
growth in the sale of LNG and refined prod-
ucts, and a rise in crude prices and the out-
put of oil and condensates.
     The UAE’s overall exports, including 
oil and non-oil sales, climbed to an all-
time high of $65.8bn in 2003, up from 
$52.17bn the previous year. Imports in-
creased to $51.9bn from around $42.6bn 
in the same period. The surge in exports 
widened the trade surplus to a record 
$20.1bn, from $15.6bn.
     The current account balance swelled 
to $6.29bn, from $3.4bn, while a deficit 
of around $414 million in the overall bal-
ance of payments in 2002 turned into a 
surplus of nearly $1.28bn last year.

Refinery privatization
programme in Nigeria
attracts firms’ interest
Abuja — Interest is being expressed by 
various parties in the sale of Nigeria’s four 
oil refineries, which the government has 
said will be sold off this year, in line with 
its privatization programme.
     The government of south-eastern Riv-
ers State has already submitted its bid for 
the management of the Port Harcourt re-
finery. A top official of the Rivers State 
government, Dr Emi-Membere Otaji, told 
newsmen that a company known as Petro-
Energy Refining had been floated to bid 
for the refinery.
     If the bid was successful, said Otaji, 
the state company would be working with 
Valero Energy of the US and Bateman En-
gineering to run the refinery, reported the 
OPEC News Agency.
     The state company would work with 
the Industrial Development Corporation 
(IDC) of South Africa, a major shareholder 
in South African energy firms Sasol and 
Mossgas. IDC is presently the financial ad-
viser to Petro-Energy Refining, he added.
     Otaji said the refinery project would 
broaden the revenue base of the Rivers 
State government and ensure the optimal 
utilization of the refining facilities at Port 
Harcourt, the state capital.
     There are two refineries at Port Har-
court. The newer of the two has an installed 
capacity of around 150,000 barrels/day of 

ExxonMobil announces 1Q04 results
IRVING, TEXAS — ExxonMobil has reported 
first quarter results showing net income of 
$5.44 billion, down by $1.6bn from the 
first quarter of 2003. However, a company 
statement noted that the 1Q03 earnings 
included a $550 million positive impact 
from the required adoption of the new 
accounting standard for asset retirement 
obligations and a one-time gain of $1.7bn 
from the transfer of shares in Ruhrgas AG. 
Excluding these impacts, 1Q04 earnings were 
a record and increased by $650m. Revenues 
and other income for 1Q04 totaled $67.6bn 
compared with $63.8bn in 1Q03. Capital 
and exploration expenditures of $3.4bn in 
1Q04 were down $95m compared with last 
year. Liquids production increased by five per 
cent versus 1Q03 and was at its highest level 
since the fourth quarter of 1988.

Shell Canada appoints new CEO
CALGARY, ALBERTA — Shell Canada has an-
nounced the appointment of Clive Mather, 
who is currently Chairman of Shell UK, as the 
company’s new President and Chief Executive 
Officer. He succeeds Linda Cook, who will 
be leaving Shell Canada to take up a post as 
a Managing Director of Royal Dutch Petro-
leum, effective from August 2004. Mather 
joined Shell in 1969, and his career of 35 
years has spanned all its major businesses, 
including overseas assignments in Brunei, 
Gabon, South Africa and the Netherlands.  
At senior management level in Royal Dutch/
Shell Group, Mather has held responsibility 
for various sectors including information 
technology, contract and procurement, e-
business, international affairs and leadership 
development.

BP steps up investment in China
LONDON — UK oil giant BP has announced 
that it has signed a number of agreements 
covering investments totalling around $1 
billion which will strengthen its presence 
in the rapidly-growing Chinese energy 
market. “China, as one of the most rapidly 
expanding economies, offers significant op-
portunities for the BP Group, particularly 
its customer-facing businesses,” commented 
BP Chief Executive Lord Browne. “We have 
already demonstrated the benefit of combin-
ing our experience in operating world-class 
retail service stations and our world-leading 
petrochemicals technology with the local 
market knowledge of Chinese partners and 
we look forward to expanding this through 
new projects in the future,” he added. The 
new ventures include a framework deal to 
build a 500,000 tonnes/year acetic acid plant 
in Nanjing, Jiangsu province.
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crude oil, while the old plant has a capac-
ity of 60,000 b/d.
     Meanwhile, a senior executive of 
French oil giant Total has expressed an 
interest in taking a stake in the Kaduna 
refinery, which the company was involved 
in rehabilitating.
     The President and Chief Executive of 
Total Overseas Downstream, Alain Cham-
peaux, said that his firm, having carried 
out turnaround maintenance at Kaduna, 
would bring all its expertise and experi-
ence in refinery management to bear on 
the refinery.
     Nigeria’s four refineries (the two at 
Port Harcourt, Kaduna and Warri) have 
a combined nameplate capacity of around 
445,000 b/d, but usually operate well be-
low this level, due to lack of maintenance.

Kuwaiti oil tanker 
firm plans to acquire
nine new vessels
Kuwait — The state-owned Kuwait Oil 
Tanker Company (KOTC) plans to ac-
quire nine new vessels at a cost of $600 
million, according to a report in the Al-
Qabas newspaper.
     KOTC’s Chairman, Abdullah Al-Rou-
mi, told the daily paper that the new ves-
sels would be added to the company’s cur-
rent fleet of 24 tankers, which transported 
crude, liquefied petroleum gas (LPG) and 
petroleum products.
     “The nine new tankers include two very 
large crude carriers, two LPG tankers, three 
petroleum product vessels, and two ship 
fuel boats,” said Al-Roumi, adding that 
the move had been held up for the past 
four years, increasing the cost by about 
$180m.
     He noted that KOTC, a subsidiary 
of state-owned oil firm Kuwait Petrole-
um Corporation, had seen its tanker fleet 
dwindle from 37 to 24 tankers in the past 
few years, in a period that witnessed a rise 
in demand for oil carriers.
     He added that total maximum tonnage 
of the company’s fleet is currently about 
three million tonnes, making it one of the 
largest fleets in the world.
     KOTC was established in 1957 by a 
group of Kuwaiti private investors, and was 
taken over by the government in 1979. Last 

year, the company transported some 24m 
t of oil, half of it to the Far East, India and 
Africa.

Arab oil, gas producers
must invest $1.0 trillion
over next 30 years
Abu Dhabi — Arab oil producers will 
have to pump at least $1.0 trillion into 
their hydrocarbons sectors over the next 
three decades to expand output capacity in 
order to meet rising demand, according to 
a report by the Organization of Arab Petro-
leum Exporting Countries (OAPEC). 
     “The funds are nearly one-sixth of 
the cumulative international investment 
of around $6.0tr needed to be channelled 
into the oil and gas sector worldwide to 
face a steady growth in consumption in 
both sectors,” said OAPEC in the study.
     According to the report, the bulk of the 
Arab investments would have to come from 
the Gulf producers, which control most of 
the region’s oil and gas resources.
     The figures showed that global crude 
oil demand is projected to grow by between 
1.7 and two per cent until 2020 and at a 
slower rate afterwards because of a surge 
in gas consumption. This translates into a 
rise in oil demand from the current level of 
around 77 million barrels/day to 108-110m 
b/d in 2020, and further to 120m b/d in 
2030, an increase of more than 40m b/d.
     Gas will grow faster than oil as many 
countries are switching to the cleaner 
source of energy. Global gas consump-
tion is forecast to nearly double to 5.0tr 
cubic metres after 25 years, from about 
2.5tr cu m at present.
     “Meeting these growing requirements 
calls for huge investments that energy ex-
perts estimate at no less than $6,000 bil-
lion, most of which must be channelled 
into the upstream oil industries relating to 
the discovery of new oil and gas reservoirs 
and enhanced recovery,” said OAPEC, re-
ferring to a recent report on energy invest-
ment by the Paris-based International En-
ergy Agency.
     “The remainder must be used to devel-
op the technology needed by downstream 
oil and gas industries to make their prod-
ucts efficient and compliant with interna-
tional environment norms. It is forecast 

ChevronTexaco gets Angola block extension
WASHINGTON — ChevronTexaco has con-
firmed that the Angola block 0 concession, 
which is held by its wholly-owned subsidiary 
Cabinda Gulf Oil Company (Cabgoc), has 
been extended beyond 2010 to 2030 by the 
government of Angola and the national oil 
company, Sonangol. Comprising 36 major 
fields including Takula and Malongo, the 
concession lies off the coast of Cabinda 
province. Cabgoc, with a 39.2 per cent 
interest, is operator on behalf of its partners 
Sonangol with 41 per cent, Total (10 per 
cent) and ENI (9.8 per cent). Current aver-
age production from block 0 is approximately 
400,000 barrels/day of oil. ChevronTexaco’s 
Chairman and CEO, Dave O’Reilly, thanked 
the government of Angola and Sonangol for 
their constructive approach.

ConocoPhillips earned $1.6bn in 1Q04
HOUSTON — ConocoPhillips has reported 
first quarter net income of $1.6 billion, 
compared with $1.2bn for the same quarter 
in 2003. Total revenues were $30.2bn, versus 
$27.1bn a year ago, the company said in a 
statement. “Our operations turned in another 
quarter of solid performance,” said the firm’s 
President and Chief Executive Officer, Jim 
Mulva. “Our oil and gas production was 1.61 
million barrels of oil equivalent/day, and our 
refining crude oil capacity utilization rate was 
95 per cent. In addition, favourable commod-
ity prices and margins, along with further syn-
ergy capture, helped income from continuing 
operations grow 25 percent per share on a 
diluted basis over the first quarter of 2003, 
and provided significant improvement over 
the previous quarter,” he added. Mulva also 
noted that ConocoPhillips experienced good 
results from its midstream segment, and the 
chemicals joint venture continued to improve.

ENI finds more gas offshore Egypt
ROME — Italy’s ENI has successfully conclud-
ed the drilling of the Taurt 1 exploration well, 
located in Egypt’s offshore Nile Delta area. 
The Taurt 1 well is located 70 km north-east 
of Port Said, in the Ras El Barr concession, 
which is owned by ENI (which has a 50 per 
cent stake through its subsidiary IEOC) and 
the operator BP, which holds the other 50 
per cent. The well was drilled to a total depth 
of 1,571 metres, and detected a gas miner-
alization distributed in a 200-metre interval. 
During production tests, which were limited 
to only one part of the mineralized interval, 
about 623,000 cubic metres/day of gas was 
produced. ENI is active in oil and gas explo-
ration and production as well as engineering 
and construction activities in Egypt, and has 
been present in the country since 1953.
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that the Arab states will require at least a 
sixth of these investments to meet grow-
ing global demand,” added OAPEC.
     Such huge investments, which average 
around $200bn a year, could be met if oil 
prices remain strong, the report went on. 
It noted that firm prices, which must be 
suitable for both producers and consum-
ers, would allow the global economy to 
grow steadily and provide a suitable in-
centive that encourages investment in the 
producing countries.
     “Greater reliance should be placed on 
creating transparency and a climate of cer-
tainty, rather than on fiscal incentives. This 
will help attract public and private invest-
ments that serve the mutual interests of all 
parties as growing world demand for en-
ergy is met and environmental considera-
tions are addressed,” OAPEC noted.
     A number of capacity expansion 
projects could lift the combined output 
of Iraq, Kuwait, Qatar, Saudi Arabia and 
the United Arab Emirates from around 
21.7m b/d in 2000 to 42.9m b/d in 2020, 
according to the report.
     These expansion projects in the Gulf 
region and in other OPEC Member Coun-
tries would boost the Organization’s share 
of global supplies from 41.5 per cent in 
2000 to 48.5 per cent in 2010 and to 57.3 
per cent in 2020, noted OAPEC.

Indonesia’s Pertamina
plans investment in
300 new gas stations
Jakarta — Indonesian state oil and gas 
company Pertamina is planning to invest 
1.3 trillion rupiahs on building 300 gas 
stations in the next three years when the 
domestic fuel oil market is liberalized.
     “The move is aimed at anticipating the 
introduction of a liberalized fuel oil mar-
ket in November 2005,” said Pertamina 
spokesman Hanung Budya.
     The new stations would increase the 
firm’s retail presence by 30 per cent, said 
Hanung, adding that Pertamina would 
also work with oil and gas retail company 
Hiswana Migas to distribute fuel.
     “Working with Hiswana Migas would 
strengthen Pertamina’s position as a market 
leader in providing oil-based fuel,” noted 
Hanung in a press statement.

     The introduction of Oil and Gas Law 
No 22/2001, removed Pertamina’s mo-
nopoly in the upstream sector with effect 
from 2002. Under the new law, the state 
firm will also lose its retail monopoly from 
November 2005.
     Despite the moves to open the coun-
try’s entire oil and gas sector to foreign 
and local investors, the government has 
stressed that Pertamina will remain Indo-
nesia’s leading company in the deregulated 
oil and gas market.
     Pertamina has been working on new in-
vestments and strategies for the competitive 
market, and has announced plans to launch 
two new petroleum products by the end 
of this year. The products will initially be 
for the major markets in Jakarta, Java, Bali, 
and Batam, before being sold nationally.

Tenders planned for
more phases of Iran’s
South Pars expansion
Tehran — Tenders for the next four phas-
es of the huge South Pars gas field in Iran 
will be held during the current Iranian cal-
endar year, which started on March 20, ac-
cording to a senior official of the National 
Iranian Oil Company (NIOC).
     NIOC’s Deputy Managing Director, 
Mehdi Hosseini, said the contract for de-
veloping phase 16 of the field had already 
been signed and contracts for phases 17, 18, 
19 and 20 would be concluded this year.
     Hosseini was quoted by the Petroen-
ergy Information Network (PIN) as saying 
that the South Pars expansion programme 
could be extended to 25 phases and this 
would mean production of 25 billion cu-
bic feet/day of natural gas.
     “Some technical problems have in-
creased the volume of some phases and 
their production is more than 1.0bn cu 
ft/d,” said Hosseini, adding that although 
the total number of phases might be less 
than 25, the production level of 25bn cu 
ft/d of gas would be unaffected.
     “At present, 10 phases of South Pars 
are being developed and final negotiations 
for developing phases 11 and 13 are under 
way. Direct talks for the development of 
phase 14 to produce GTL have started and 
will soon be finalized,” he added.
     In a related development, the Manag-

Repsol-YPF signs Suriname E&P deal
MADRID — Spanish oil giant Repsol-YPF has 
signed a production-sharing contract (PSC) 
with the Surinamese state-owned company 
Staatsolie for the exploration and production 
of oil in block 30, located 100 km offshore. 
Block 30 has a surface area of approximately 
18,600 sq km and is in the Guyana-Suriname 
basin, where oil is currently produced at the 
Tambaredjo and Calcutta fields near Paramar-
ibo. The PSC is for thirty years, and includes 
a six-year exploration period. In the fourth 
quarter of this year, an estimated 1,800 km of 
2D seismic will be acquired. This contract is 
the result of a two-year technical study of the 
region administered by Repsol-YPF and based 
on existing seismic and geological data on 
offshore Suriname supplied by Staatsolie.

Record result for Norway’s Statoil
OSLO — Norway’s Statoil has announced 
that it recorded income before financial 
items, other items, tax and minority interest 
of NOK 16.0 billion for the first quarter of 
2004, an increase of 17 per cent from the 
same period of last year. Net income came to 
NOK 4.7bn compared with NOK 3.6bn for 
the same period of last year, the company said 
in a statement. “We have delivered a strong 
result for the first quarter, with our best-ever 
result from operations,” commented Statoil’s 
Acting Chief Executive, Erling Øverland. “We 
have had high and stable production, high 
gas sales and reduced unit costs. Combined 
with robust oil and gas prices, this yielded a 
solid result. A successful sale of our holding 
in Germany’s Verbundnetz Gas also made a 
positive contribution. We strengthened our 
financial position during the first quarter, 
and took important strategic steps both in 
Norway and internationally,” he said.

API updates Congress on gas prices
WASHINGTON — The President and CEO of 
the American Petroleum Institute, Red Cav-
aney, has written to members of Congress 
updating them on gasoline price levels. “As we 
head into summer, consumers are facing na-
tionwide gasoline prices averaging $2/gallon, 
reflecting crude oil prices of $41/barrel. This, 
however, is not the highest price paid per gal-
lon. In 1981, when adjusted for inflation, the 
average US price of gasoline was $2.79/gal,” 
wrote Cavaney. “At today’s price, 99¢ of every 
gallon of gasoline is attributable to the cost of 
crude oil. State and federal taxes, on average, 
are 43¢/gal. Accordingly, 70 per cent of the 
costs associated with providing gasoline to 
the consumer are beyond the control of the 
refiner. The remaining 30 per cent represents 
the cost of refining, marketing and distribu-
tion, as well as profit,” noted the API head.
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ing Director of the Pars Oil and Gas Com-
pany has said that phases 4 and 5 of South 
Pars have started operations, and first prod-
ucts were due to be exported in June.
     Asadollah Salehiforouz said that the im-
plementation of the two phases was around 
77.5 per cent complete, and they would 
be in full swing by the end of the year.
     “We are ready to take part in offshore 
projects in other countries and an Iranian 
pipe-laying ship has won a contract in In-
dia,” PIN quoted him as saying.
     Salehiforouz added that the develop-
ment of the South Pars field would fetch the 
country around $2.5–3.0 billion per year 
and pave the way for technology transfer.
     Phases 4 and 5 of the field aim to pro-
duce 50 million cu m/d of refined gas and 
80,000 b/d of gas liquids, as well as 50,000 
tons/year of liquid gas and 2.0m cu m/d 
of ethane, plus quantities of sulphur.
     The project is being carried out joint-
ly by Iran’s Petropars, which has a 20 per 
cent stake, and Italy’s ENI (20 per cent) 
and Agip (60 per cent).

Algerian refining firm
to spend $1.3 billion
on turnaround work
Algiers — The Algerian state-owned oil 
refining firm Naftec is to spend around 
$1.3 billion on the rehabilitation of its fa-
cilities, according to the company’s Gen-
eral Manager, Salah Cherouana.
     Addressing a seminar on lubricants, 
Cherouana highlighted the importance 
of the operation, which would enable his 
company to operate in line with interna-
tional industry requirements.
     He said the rehabilitation of Naftec’s 
production units would allow it to sup-
ply quality products at a lower cost while 
meeting safety requirements in an optimal 
way.
     The move, already initiated with the 
launching of international bid rounds, 
would permit the provision of equipment, 
technical instruments and new machinery, 
in order to enable Naftec to adapt its prod-
ucts to meet international standards.
     Naftec, which manages Algeria’s five oil 
refineries, last year realized a turnover of 
$1.5 billion, with production put at 20.7 
million tons.

France’s Total brings
Yucal Placer field in
Venezuela on stream

Paris — French oil and gas giant To-
tal has announced that phase one of the 
Yucal Placer gas development, located 
around 100 km south-east of the Vene-
zuelan capital Caracas, has been brought 
on stream.
     Total, in partnership with Spain’s 
Repsol-YPF and Venezuela’s Inelectra 
and Otepi, was awarded the Yucal Placer 
Norte and Yucal Placer Sur blocks in 2001, 
as part of the opening of the country’s gas 
industry to private investment. Operations 
are handled by a specially created company, 
Ypergas.
     Production in phase one will be around 
100 million cubic feet/day of natural gas, 
which is distributed via the national trans-
mission grid. The development of phase 
two will increase production to around 
300m cu ft/d from 2007.
     Total has a stake of 69.5 per cent in 
the Yucal Placer project. It is also the main 
shareholder (47 per cent) in the Sincor 
project to upgrade extra heavy crude oil 
from the Orinoco Belt to produce around 
180,000 barrels/day of syncrude.
     In a related development, Total’s Vice-
President of Exploration and Production, 
Philippe Armand, has said that the com-
pany hopes to complete construction of a 
second Sincor syncrude project by 2010. 
The new project would build on infra-
structure already in place at the existing 
Sincor facilities.
     Armand noted that Total was in dis-
cussions with the Venezuelan government 
for the second Sincor project and hoped 
to sign preliminary agreements later this 
year. “Sincor II could be in production by 
2008, with an upgrader completed two 
years later,” he said.
     Venezuela’s huge reserves of ultra-heavy 
crude in the Orinoco Belt need to be up-
graded into syncrude or blended with 
lighter oil to make a grade that normal 
refineries can process. 
     In addition to the Sincor and Yu-
cal Placer projects, Total pumps around 
31,000 b/d of light crude from the Jusepin 
field, in which it has a 55 per cent stake, 
in north-eastern Venezuela.

EnCana records strong 1Q04 earnings
CALGARY, ALBERTA — Canada’s EnCana 
chalked up operating earnings of $465 mil-
lion for the first quarter of 2004, down 9 per 
cent from the $510m in the first quarter of 
2003, the company said in a statement. It 
attributed the fall to lower realized natural 
gas and oil prices and the depreciation of the 
Canadian dollar versus the US dollar. First 
quarter cash flow was $995m, while sales 
of oil, natural gas and natural gas liquids 
increased by 14 per cent to 717,000 bar-
rels of oil equivalent/day. “Our first quarter 
2004 operational performance is firmly on 
plan and our financial results remain solid,” 
commented EnCana’s President and Chief 
Executive Officer, Gwyn Morgan. 

Occidental’s Colombian contract extended
LOS ANGELES — Occidental Petroleum has 
announced that it has signed an agreement 
with Colombia’s national oil company, Eco-
petrol, to extend the term of Occidental’s in-
terest in the Cravo Norte association contract 
for the operation of Colombia’s second largest 
oil field at Caño Limón. The contract, which 
was due to expire in 2008, was amended to 
extend through the economic life of the field, 
currently estimated to last at least through 
2018. Occidental will remain the operator of 
the Caño Limón field and Ecopetrol will con-
tinue to operate the Caño Limón-Covenas 
export pipeline. Under the amended terms 
of the contract, Occidental will undertake a 
new 2004–07 Caño Limón work programme 
consisting of around 40 new development 
wells, a 3D seismic survey, expansion of water 
handling facilities and new power generation 
facilities. Production from Caño Limón is 
currently averaging approximately 95,000 
barrels/day of oil.

Amerada Hess starts Llano field 
NEW YORK — Amerada Hess Corporation has 
announced that initial production from the 
Llano field (located in Garden Banks blocks 
385 and 386, approximately 200 miles south-
west of New Orleans) occurred in April. The 
Llano field is currently producing at a gross 
rate of approximately 10,500 barrels/day of 
oil and 26 million cubic feet/day of natu-
ral gas. Production from a second well is 
scheduled to begin in the next few weeks. 
The field is located in 2,600 feet of water 
and produces through an 11.5 mile sub-sea 
flowline to Shell’s Auger platform. Processing 
capacity of 25,000 b/d of oil and 75m  cu ft/d 
of gas is reserved for Llano. Amerada Hess 
holds a 50 per cent working interest in the 
field, while the other stakeholders are Royal 
Dutch/Shell (the operator with 27.5 per cent) 
and ExxonMobil (22.5 per cent). 
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The OPEC Secretariat established its own Environmental 

Task Force (ETF) in 1994 to monitor developments in the field 

of energy use and the environment. Its principal objective is 

to keep OPEC’s Ministers continuously informed about the 

status of the energy/environmental debate, as it affects the 

Organization and its Member Countries. The ETF’s work is 

also seen as adding impetus and authority to the discuss-

sions at high-level meetings involving OPEC.

A Quarterly Environmental Report (QER) is circulated to Mem-

ber Countries, in which the ETF reviews recent activities in the 

various international environmental fora, monitors changes 

in energy taxation, and provides background information on 

relevant forthcoming events, etc. Although this is an internal 

OPEC document, selected extracts from the publication 

appear regularly in the OPEC Bulletin for the benefit of a 

wider readership.

This month’s selection comes from the QER published at 

the end of the first quarter of 2004. It features the highlights 

of the issue, including the latest on Kyoto ratification and a 

calendar of events.

Issue highlights
The ratification status of the Kyoto Pro-
tocol remains unchanged, with the Annex 
I countries that have ratified representing 
around 44.4 per cent of 1990 emissions 
levels. The three countries which account 
for the other 55.6 per cent, the US, Rus-
sia and Australia, have still not ratified the 
Protocol.

  The European Union’s Transport and 
Energy Commissioner, Loyola de Pala-
cio, has argued that implementing cuts 
in greenhouse gas emissions would im-
pose significant costs on European indus-
try, and that alternative ways to achieve 
the Kyoto targets should be explored. 
EU Environment Commissioner Margot 
Wallström reacted angrily to de Palacio’s 
comments, saying that the latter was un-
dermining the EU’s efforts to get Russia 
to ratify Kyoto.

  Russian President Vladimir Putin’s 
top economic adviser, Andrei Illarionov, 
has said that ratification of Kyoto would 
mean that the country would have to re-
duce carbon emissions by 3.5 per cent a 
year from 2012, effectively a no-growth 
scenario for its economy. This, Illarionov 
said, was “completely at odds with Presi-
dent Putin’s goal to increase the gross na-
tional product.”

  The Presidium Chairman and Scientif-
ic Director of Russia’s Institute for Globali-
zation Problems, Mikhail Delyagin, has 
described Kyoto as merely a “commercial 
initiative” that is not based on thorough 
research. The size of each country must 
also be taken into account when setting 
pollution limits, he added, otherwise 
Kyoto would discriminate against coun-
tries like Russia with large land masses.

  The European Commission has made 
six demands on Russia before the coun-
try can join the World Trade Organization 
(WTO), including raising domestic prices 
for natural gas, ending Gazprom’s monop-
oly on gas exports, and allowing foreign 
investors to build pipelines in the country. 
Russia, however, considers these demands 
to be unacceptable, with the Economic 
Development and Trade Minister, Ger-
man Gref, saying that the country could 
not take on such a burden on top of the 
heavy losses it would suffer as a result of 
EU expansion.

  The EU Enlargement Commission-
er, Gunter Verheugen, has indicated that 
there could be a trade-off between Rus-
sia ratifying Kyoto and its entry into the 
WTO. “One could see it as a political 
package and I’m quite confident that on 

Kyoto Protocol status unchanged

as debate continues over possible

Russian ratification of treaty
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and mining projects in developing coun-
tries. The independent report, by former 
Indonesian Environment Minister Emil 
Salim, was greeted with scepticism by sen-
ior World Bank figures, and the banks are 
also reportedly throwing their weight be-
hind those opposed to its recommenda-
tions.

  The EU’s emissions trading scheme is 
likely to have a substantial impact on elec-
tricity prices when it kicks off next year, 
according to a report by investment bank 
UBS Warburg. By 2012, wholesale prices 
of electricity could rise by as much as 63 
per cent in the UK, 48 per cent in Ger-
many, 30 per cent in Italy and 20 per cent 
in Spain, the report estimated.

  Alternatives to emissions reductions 
are under consideration as part of a long-
term research project at Stanford Uni-
versity. The Global Climate and Energy 
Project will work with other universities 
and research institutions on technologies 
that will help in fostering the development 
of a global energy system with low green-
house gas emissions.

  Recent drought conditions in the 
north Pacific Ocean near Hawaii have 
caused a decrease in the strength of the 
carbon dioxide sink, according to a study 
in the journal Nature. The fall in the wa-
ter’s ability to absorb carbon dioxide is due 
an increase in its salinity. 

  Carbon dioxide emissions from new 
passenger cars sold in the EU fell by 10.8 
per cent between 1995 and 2002, accord-
ing to a European Commission report. 
EU Environment Commissioner Margot 
Wallström said that she appreciated the 
auto industry’s efforts to reduce emissions 
and encouraged more widespread adop-
tion of new technologies to achieve this 
aim.

  A new technology developed by Dr 
Robert R Holcomb of Vanderbilt Uni-
versity, known as electron stream carbon 
dioxide reduction (ESCO2R), could re-
duce pollution from power plants and ve-
hicles. The technology, which is currently 
being tested by engineering firm Black and 
Veatch, would represent a breakthrough if 
it lives up to Holcomb’s claims.

both issues we will see movement,” he told 
a German parliamentary hearing. 

  The Secretary General of the World 
Energy Council, Gerald Doucet, has said 
that he doubts Kyoto will ever come into 
force. “Kyoto has served a political purpose 
but, in reality, will make no difference to 
actual levels of greenhouse gas emissions,” 
he told Reuters in an interview.

  German industry has emerged the 
winner from negotiations that will see 
the government dole out emissions cer-
tificates worth 503 million tons of carbon 
dioxide a year between 2005 and 2007. 
German industrialists had threatened to 
export more jobs if forced to slash carbon 
dioxide emissions when trading starts in 
2005. A spokesman for the environmental 
organization BUND said that Germany 
would now have to force private house-
holds and the transport sector to cut emis-
sions in order to meet its Kyoto target.

  Some of the world’s largest banks are 
set to join a dispute sparked by a contro-
versial World Bank report which called for 
the organization to stop funding oil, gas 

September 5–9, 2004
7th International Conference on Green-
house Gas Control Technologies.
Westin Bayshore Hotel, Resort and Ma-
rina, Vancouver BC, Canada. This confer-
ence will examine the latest advances in 
the field of greenhouse gas control tech-
nologies, including capture, storage and 
utilization of CO

2
. The meeting is being 

organized by the University of Regina and 
Natural Resources Canada, in co-opera-
tion with the IEA Greenhouse Gas R&D 
Programme.Contact: GHGT-7 Confer-
ence Secretariat, Ted Morris, Suite 150, 
10 Research Drive, Regina, SK S4S 7J7, 
Canada. Tel: +1 306 337 2290; fax: +1 306 
337 2301; e-mail: Ted.Morris@uregina.ca; 
Web site: www.ghgt7.ca.

September 5–9, 2004
19th World Energy Congress.
Sydney, Australia. This congress is the 
pre-eminent international energy indus-
try event. A technical programme will fo-

cus on key energy issues covering a wide 
range of topics within the energy industry. 
The congress will include oral and poster 
sessions, workshops, tutorials, symposia 
and panel sessions. For more informa-
tion contact: 19th World Energy Con-
gress Managers, GPO Box 128, Sydney 
NSW 2001, Australia. Tel: +612 9248 
0800; fax: +612 9248 0894; e-mail: en
ergy2004@tourhosts.com.au; Web site: 
www.tourhosts.com.au/energy2004/.

September 19–22, 2004
Emissions Marketing Association’s 
(EMA) 8th Annual Fall Meeting and 
Conference.
Toronto, Canada. EMA’s 8th Annual Fall 
Meeting and International Conference 
will consider a range of topics, includ-
ing new initiatives on renewable energy, 
the EU’s emissions trading scheme and 
other regional initiatives, and the pros-
pects for trading in a non-Kyoto world. 
For more information contact: David 

Calendar of meetings
Feldner, EMA Executive Director. Tel: 
+1 414 276 3819; fax: +1 414 276 3349; 
e-mail: dfeldner@emissions.org; Web site: 
www.emissions.org.

October 11–13, 2004
Gas AustralAsia Pacific Exhibition and 
Conference 2004: Expanding horizons 
and developing opportunities.
Perth, Australia. Gas AustralAsia Pacific 
Exhibition and Conference — GAAP 
2004 — is organised in recognition of 
the investment opportunities in the gas 
sector throughout the region. Key issues 
to be covered: Western Australia and an 
international perspective; the Asia-Pacific 
LNG market; gas utilisation and commer-
cialisation; technology, environmental 
regulatory and safety; developing infra-
structure and trade links. For more in-
formation, contact: Estelle Bourguignon. 
Tel: +44 (0)20 7089 4209; e-mail: ebou
rguignon@thecwcgroup.com; Web site: 
www.gaap2004.com.
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March
This section is based on the OPEC Monthly 
Oil Market Report published in mid-April 
by the Research Division of the Secretariat, 
containing up-to-date analysis, additional 
information, graphs and tables. The pub-
lication may be downloaded in PDF 
format from our Web site (www.opec.org), 
provided OPEC is credited as the source 
for any usage.

Crude oil price movements
The OPEC Reference Basket1 surged in 
March, breaking through the $32/b level 
for the first time since October 1990. It 
gained close to ten per cent during the 
month to average $32.05/b. On a year-to-
date basis, the Basket has already surpassed 
the $30.45/b of 2003, registering $30.75/b 
for 2004. In contrast to the plunge in crude 
oil prices during the second half of March 
2003 following the start of the war in Iraq, 
March of this year has seen a surge in oil 
prices (see Table A).
     On a weekly basis, the Basket started 
the month with a solid gain of more than 
4 per cent, or $1.19/b, followed by another 
1.2 per cent gain in the second week to 
average $32.17/b. It made further gains 
in the second half of the month, although 
the pace of the rise was slower. In the third 
week, the Basket surged by one per cent, 
or 31¢/b, to $32.48/b, and then added 
another 0.2 per cent, or 5¢/b, to reach 
$32.53/b in the week ending March 25. 
In the week ending April 1, however, it fell 
by 3.9 per cent, or $1.27/b, to $31.26/b, 
and in the week ending April 8 it declined 
further by about 1.5 per cent, or 46¢, to 
$30.80/b.
     In a bullish market, gasoline is definitely 
in the driver’s seat with strong world oil 
demand and economic growth next to it in 
the passenger seat. Gasoline — especially 
the US gasoline market — remains the 

centre of gravity for the entire petroleum 
market these days. At a first glance, total 
US commercial gasoline stocks seem to be 
at a comfortable level of 200.1m b at the 
end of March, according to the Department 
of Energy (DoE) figures (unchanged from 
last year and only two per cent below the 
five-year average). However, a closer look 
reveals that reformulated gasoline (RFG) 
stocks are 20 per cent down versus the 
previous year and 31 per cent below the last 
five-year average. Making matters worse are 
the more stringent specifications and the 
ban on MTBE in New York and Connecti-
cut, together with increasing competition 
from Asia and the lack of adequate spare 
downstream capacity. The next-mini cri-
sis could be just around the corner when 
summer-grade RFG with a lower Reid 
vapour pressure specification will have 
to be manufactured using ethanol in two 
areas which constitute 60 per cent of the 
total 1m b/d US East Coast consumption. 
Surging oil demand in China and other 
Asian countries has prompted revisions in 
world oil demand growth estimates. The 
latest estimates for 2004 see demand rising 
by approximately 1.6m b/d to 80.1m b/d, 
in line with the world economic growth 
forecast of 4.4 per cent, supported by strong 
momentum in US economic growth and 
the surprising performance of the Japanese 
economy. Meanwhile, OPEC, seeking to 
stabilize the market, has maintained pro-
duction at above 28m b/d during the first 
three months of 2004. At its Meeting on 
March 31, the Organization endorsed the 

full implementation of the February agree-
ment in Algiers in the light of the build-up 
in crude oil inventories and the seasonal 
second-quarter demand drop.

US and European markets
     Strong demand for light sweet grades 
widened the WTI/Brent spread to over 
$4/b, increasing the flow of Atlantic basin 
crudes into the US East and Gulf Coasts. 
West African crudes benefited the most 
from the US appetite for the few remain-
ing cargoes available for April delivery. 
According to the DoE, crude imports 
stood at 9.5m b/d in mid-month, rising 
to more than 10m b/d by the week end-
ing March 26. Crude oil inventories saw 
a strong recovery, climbing up from the 
270m b considered by the National Petro-
leum Council (NPC) to be the minimum 
operational level. According to the DoE’s 
weekly statistics at the end of the month, 
US commercial crude oil stocks stood at 
294.3m b, which was five per cent higher 
than last year but five per cent below the 
five-year average. In Europe, refinery runs 
in mid-month were lifted by around five per 
cent from 90 per cent in order to ramp up 
gasoline production to supply the thirsty 
US market which, in turn, made the North 
Sea grade premium to dated Brent surge to 
recent highs. The light sour Russian Urals 
discount to dated BFO (Brent, Forcados 
and Oseberg) narrowed from around $2-
3/b in February to just $1/b on lower than 
expected availability and strong refining 
margins for high sulphur grades.

1.   An average of Saharan Blend, Minas, Bonny 
Light, Arabian Light, Dubai, Tia Juana Light 
and Isthmus.

Table A: Monthly average spot quotations for OPEC’s Reference Basket
and selected crudes including differentials $/b

Year-to-date average
Feb 04 Mar 04 2003 2004

Reference Basket 29.56 32.05 30.55 30.75
Arabian Light 29.18 31.62 29.73 30.32
Dubai 28.49 30.77 28.57 29.50
Bonny Light 30.47 33.34 31.31 31.71
Saharan Blend 30.57 33.46 31.64 31.90
Minas 29.38 32.21 31.63 30.74
Tia Juana Light 28.17 29.88 30.13 29.17
Isthmus 30.64 33.08 30.86 31.93
Other crudes
Brent 30.65 33.70 31.61 32.03
WTI 34.62 36.59 34.20 35.29
Differentials
WTI/Brent   3.97   2.89   2.59   3.26
Brent/Dubai   2.16   2.93   3.04   2.53
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Far East market
     Early in March, strong demand for dis-
tillates and fuel oil supported prices and 
increased competition for products as well 
as crudes in the thirsty US market. Refinery 
maintenance, together with healthy Chi-
nese demand, provided firm support for 
the Asia-Pacific product market, limiting 
the normal supply of Asia-Pacific gasoline 
to the US West Coast. Arbitrage for West 
African crudes to the east remained work-
able in the first half of March, helped by 
falling freight rates. Regional light sweet 
crudes for April delivery faced some re-
sistance on the part of buyers. However, 
heavier sweet grades were easily allocated 
on voracious Chinese demand. Late in 
the month, trading for light sweet grades 
for May delivery was bullish amid firm 
regional demand for gasoline. The flow 
of West African crudes in May is not yet 
clear, as US competition for gasoline-rich 
grades has made the grades more expensive. 
The widening of the BFO-Dubai spread 
and high freight rates might translate into 
lower West African supplies moving to the 
region in May. 

Product markets and 
refinery operations
Average petroleum product prices con-
tinued to show mixed trends in March. 
Gasoline prices enjoyed solid gains due 
to robust gasoline demand in the US 
and Asian markets, which also strongly 
attracted gasoline cargoes from Europe. 
Meanwhile, product supply was reduced, 
affected largely by extensive refinery 
maintenance in Europe and in the USA 
(where refiners had to meet stringent new 
transport fuel specifications), and refinery 
margins therefore remained healthy in all 
three markets (see Table B).

US Gulf market
     Average price rises in the US Gulf 
market for both gasoline and high sulphur 
fuel oil (HSFO) largely corresponded to a 
six per cent increase in the WTI price in 
March, while the rise in the gasoil price was 
restricted to two per cent above last month’s 
level. Nonetheless, the Energy Informa-
tion Administration’s four-week average, 
representing the bulk of US refinery and 
product activity in March, revealed the fol-

lowing factors: gasoline demand rose for 
the second consecutive month, registering 
an average of 8.89m b/d, which was 1.2 
per cent above the previous month’s level 
and nearly three per cent above last year’s 
level. Accordingly, as supply usually follows 
demand, gasoline refinery output edged 
slightly higher month-on-month by 0.6 
per cent to 8.4m b/d, which was almost 5.5 
per cent above the year-ago level. This was 
a clear indication of refiners’ continuous 
efforts to maximize gasoline yields, which 
reached an unprecedented average level of 
57.4 per cent for February and March. In 
addition, average gasoline imports exceed-
ed last year’s strong level, reaching nearly 
1m b/d, prompted by record-high NYMEX 
gasoline futures. The combination of the 
strong pace of US economic growth and 
warmer-than-average March temperatures 
led to a very favourable driving situation 
that partly explains the robust growth in 
gasoline demand, despite the prevailing rise 
in retail gasoline prices. The early onset of 
warmer weather, on the other hand, de-
pressed US distillate and fuel oil demand 
below both last month’s and the preceding 
year’s levels. Moreover, the adverse effect 
of very low US distillate stocks during the 
1Q and considerable periods of 2Q of last 
year will not be felt this year, as the current 
US distillate inventories remain at a typical 
seasonal level. Hence, US refineries should 
be able to focus on gasoline production.
     Average WTI refining margins in the 
US Gulf market slid in March but nev-
ertheless remained healthy and averaged 

nearly $3.50/b, with the strong gasoline 
price being the main contributor to sus-
tainable solid refinery economics.
     Average US refinery throughput fell 
by 260,000 b/d to hover around 14.93m 
b/d in March, reflecting a combination of 
seasonal turnarounds and several refinery 
glitches. Thus, the equivalent refinery utili-
zation rate of 89.4 per cent was 1.7 per cent 
below the level a year ago (see Table C).

Rotterdam market
     Average product price gains were regis-
tered on either side of the rise in the price 
of their marker crude, Brent, which rose 
by nearly ten per cent in March. The aver-
age gasoil price outperformed its marker 
crude counterpart, rising by 11 per cent, 
although average prices for gasoline and 
HSFO registered lower increases of eight per 
cent and six per cent, respectively. However, 
an analysis of the European product market 
sheds light on the following fundamentals: 
firstly, despite the tighter European light 
product market, owing in part to extensive 
refinery maintenance, the prevailing rise 
in NYMEX gasoline futures continued to 
attract gasoline cargoes from North-West 
European and Mediterranean markets. 
Secondly, heavy European refinery main-
tenance sharply reduced the output of the 
main refined product, distillate. At the same 
time, regional demand for diesel, particu-
larly from France and Spain in the first 
half of the month, coupled with robust 
heating oil demand as colder-than-normal 
temperatures dominated most of Europe 

Table B: Selected refined product prices                                                      $/b

                                                                                                              Change
                                                       Jan 04       Feb 04        Mar 04      Mar/Feb

US Gulf
Regular gasoline     (unleaded)      41.57        43.37          46.03          +2.66
Gasoil                      (0.2% S)         39.84        36.88          37.51          +0.63
Fuel oil                     (3.0% S)         22.64        22.08          23.38          +1.30

Rotterdam                                                                                                   
Premium gasoline   (unleaded)      37.33        38.56          41.68          +3.12
Gasoil                      (0.2% S)         36.58        34.16          37.77          +3.61
Fuel oil                     (3.5% S)         20.75        20.32          21.49          +1.17

Singapore                                                                                                    
Premium gasoline   (unleaded)      44.25        39.87          44.10          +4.23
Gasoil                      (0.5% S)         41.42        38.81          38.42          –0.39
Fuel oil                     (380 cst)         24.98        24.90          24.57          –0.33
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during March, tightening distillate supply. 
However, a string of refinery restarts in the 
last few days of March eased the constraints 
on distillate supply. Thirdly, higher refinery 
straight run fuel oil intakes, due to the very 
large price differentials of light products to 
fuel oil, together with modest shipping of 
fuel oil to US and Asian markets at a time 
of lower refinery output, supported fuel oil 
fundamentals in the European market.
     The strong gross product worth (GPW), 
led by the exceptional gasoil strength, offset 
the relative strength of the Brent price. Av-
erage refining margins in March advanced 
further into positive territory to register 
$3.50/b.
     Average refinery throughput in the 
Eur-16 countries plunged by more than 
500,000 b/d to register 11.77m b/d in 
March, implying extensive regional refin-
ery maintenance, which usually extends 
into April. The corresponding refinery 
utilization rate dropped to 85.3 per cent, 
which was 3.6 per cent lower than the 
preceding year’s level (see Table C).

Singapore market
     Average product prices in March exhib-
ited divergent trends in Singapore. Gaso-
line recouped last month’s losses to soar by 
11 per cent, thereby outpacing the eight per 
cent rise in the marker crude, Dubai. How-
ever, gasoil and fuel oil prices registered 
moderate falls of one per cent each. Nev-
ertheless, the Asian product markets were 
shaped by a number of developments. The 
first of these was sustained high gasoline 
demand in China, thus reducing gasoline 
exports, which are expected to fall further 
in the coming months, as refiners con-
centrate their efforts on producing higher 

yields of gasoil for agricultural purposes. 
Furthermore, rising Japanese demand and 
strong US gasoline prices also contributed 
to the robustness in the gasoline markets. 
Moreover, healthy margins for gasoline 
and ethylene lent considerable support 
to their feedstock, naphtha. The second 
factor shaping the Asian product market 
was the continuous builds in distillate and 
fuel oil inventories in Singapore, implying 
in part lower demand for heating oil as the 
winter season comes to an end. However, 
the prospects of higher Chinese demand 
for both products in 2Q prevented a large 
fall in their prices in March. Thirdly, the 
start of seasonal Asian refinery maintenance 
during 2Q could result in a reduction in 
regional product output.
     Despite modest falls, Dubai’s average 
refining margin in Singapore hovered at 
$3.41/b in March. The prevailing healthy 
refinery economics were largely attribut-
able to the strong gasoline price and, to a 
lesser extent, its counterpart naphtha.
     In Japan, refinery throughput stood at 
4.35m b/d in March, a 77,000 b/d decline 
below last month’s level. Furthermore, there 
was a decrease of nearly three per cent in 
the refinery utilization rate of 92.4 per cent, 
compared to the previous year’s level (see 
Table C).

The oil futures market
Little has changed from our analysis of 
last month, except perhaps the fact that 
commercial crude oil stocks in the USA 
have made a strong recovery in the last 
few weeks from a worrying 270m b (the 
minimum operational level) to almost 
295m b, according to the figures released 

by the DoE on March 26. The gasoline 
market is playing a more prominent role in 
supporting the market’s bullish mode. To 
the list of bullish factors, one may add the 
recent upward revisions that see stronger 
world oil demand growth this year, more 
solid global economic growth underpinned 
by the strength in the US and Japanese 
economies, and OPEC’s decision to imple-
ment the February agreement in Algiers on 
production levels. On the one hand, US 
crude oil stocks have risen rapidly from this 
year’s low of 264.6m b to near the 300m b 
level, which could make speculators switch 
from bullish to bearish mode. On the other 
hand, despite the more optimistic demand 
growth projections, it should not be forgot-
ten that spring has arrived and with it the 
real prospects of a significant drop in oil 
demand — estimated by the Secretariat at 
around 2.4m b/d this year.
     Meanwhile non-commercials (specula-
tors) have not changed their tactics at all 
since they started to amass a large amount of 
long positions in WTI futures in September 
last year. As mentioned in the March issue 
of the report, a similar situation, although 
on a smaller scale, was seen twice during 
2003: the first time in March and later 
following the end of the US driving season. 
On these two occasions, crude oil prices 
suffered corrections of $9/b and $5/b re-
spectively, in a matter of a few weeks. It is 
therefore quite feasible that a correction 
might be a stone’s throw away, especially 
considering that this time net-long, long 
and open interest positions have been at 
or come close to record highs. The recent 
bearish reaction to OPEC’s confirmation 
that it will cut production to 23.5m b/d as 
of April 1, as market-makers react to rising 
crude and gasoline commercial stocks in the 
USA, could be a warning sign of what is to 
come. In any case, such a price correction 
will be capped by the solid fundamentals 
expected for the remainder of the year once 
the tricky US gasoline situation is over.

The tanker market
OPEC area spot chartering recouped the 
previous month’s losses in March, rising by 
2.88m b/d to a monthly average of 16.39m 
b/d, assisted by an increase in fixtures to 
westbound destinations. This gain in 
OPEC spot chartering was justified by the 
increase in OPEC production, as reported 

Table C: Refinery operations in selected OECD countries

                        Refinery throughput (m b/d)           Refinery utilization (%)1

                         Jan 04     Feb 04     Mar 04       Jan 04     Feb 04     Mar 04

USA                   15.21        15.19        14.93           91.1          91.0         89.4
France                  1.80R        1.84          1.69           92.0R         94.2         86.9
Germany              2.28R        2.24          2.02           99.7R         97.8         88.4
Italy                      1.81R        1.84          1.79           78.1R         79.4         77.4
UK                        1.62R        1.61R        1.61           89.3R         88.6R        88.8
Eur-16                12.51R      12.31R      11.77           90.6R         89.2R        85.3
Japan                   4.32          4.42R        4.35           91.9R         94.1R        92.4

1.    Refinery capacities used are in barrels per calendar day.
R    Revised since last issue.
Sources: OPEC statistics, Argus, Euroilstock Inventory Report/IEA.
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by secondary sources. Compared with the 
same period last year, the current level of 
OPEC fixtures showed a healthy surplus 
of 3.35m b/d, due to the interruption of 
Iraqi exports in March last year. Middle 
Eastern eastbound and westbound long-
haul spot fixtures increased by 130,000 b/d 
to 5.71m b/d, and by 1.25m b/d to 3.37m 
b/d, respectively. Compared with last year, 
eastbound and westbound long-haul spot 
fixtures were up by 950,000 b/d and 1.16m 
b/d, respectively. Together, these routes ac-
counted for about 55.4 per cent of total 
OPEC chartering in the OPEC area, or 
1.6 per cent less than last month, but 4.1 
per cent above a year ago. Non-OPEC 
spot chartering also registered an increase 
of 440,000 b/d, or 5.0 per cent, which 
was 530,000 b/d, or 6.1 per cent, above 
last year’s figure. Despite this increase, 
non-OPEC’s share fell to 36 per cent, or 
about three per cent below last month’s 
level. Hence, global spot fixtures climbed 
by 3.32m b/d to 25.65m b/d, which was 
up by more or less the same amount when 
compared to the same period a year earlier. 
March’s estimated sailings from the OPEC 
area shed the previous month’s gains, drop-
ping 2.59m b/d to 25.18m b/d. Middle 
Eastern OPEC sailings ignored the general 
OPEC downward trend, increasing by 
950,000 b/d to 17.29m b/d. This figure 
represents 68.7 per cent of total OPEC 
sailings, up 9.8 per cent over a month ago. 
Preliminary estimates show that long-haul 
arrivals in the Atlantic basin maintained 
last month’s upward trend, rising 120,000 
b/d to 11.21m b/d in the USA and the 
Caribbean, and 280,000 b/d to 7.5m b/d in 
North-West Europe. In contrast, Euromed 
arrivals fell slightly by 80,000 b/d to 4.24m 
b/d, while Japan also contributed to last 
month’s decline, with fixtures falling by 
390,000 b/d to 4.21m b/d.
     With the exception of Aframax trad-
ing on the Mediterranean to North-West 
Europe route, crude freight rates were 
depressed by pessimistic sentiment about 
the future of the market, in the wake of 
OPEC’s announced production cuts. 
Despite strong oil demand, crude tanker 
spot freight rates generally declined in 
February-March, due to seasonal factors 
such as refinery maintenance. Thus, VLCC 
rates on the Middle East long-haul route 
fell by 34 points to Worldscale 101, while 
on the westbound route, they softened by 

nine points to W95. The lack of activity 
in the Suezmax market across the Atlantic 
was quite noticeable. Thus, the monthly 
average freight rates for Suezmax tankers 
operating on the route from West Africa 
to the US Gulf Coast fell by ten points to 
W157, while the route from North-West 
Europe to US Gulf Coast experienced a 
big drop as freight rates plummeted by 
42 points to W156. The Aframax freight 
rates for tankers operating on the short-
haul routes weakened in March, except 
for the Mediterranean to North-West 
Europe route, where the rates improved 
by 39 points to W201, due to a surge 
in the volume of fixtures in the Baltic 
market. However, on the route across the 
Mediterranean, freight rates continued to 
decline for the second consecutive month, 
falling by 44 points to W231 amid ample 
tonnage availability. The monthly average 
freight rates along the Caribbean/US East 
Coast route witnessed the biggest drop of 
all crude tanker types, plummeting by 48 
points to W231, as activity was fairly thin 
in the last week of the month. Freight rates 
for 70,000–100,000 dwt tankers on the 
route from Indonesia to the US West Coast 
showed a loss of 23 points to W184.
     Clean product tankers showed a gener-
ally softer trend except for voyages to the Far 
East. Freight rates on the Middle East/Far 
East route improved by six points to W261, 
helped by a surge in fixtures, especially in 
the first two weeks of the month, while on 
the Singapore/Far East route, they rose by 
a significant 11 points to W305. However 
on the route across the Mediterranean and 
North-West Europe, freight rates weakened 
by 23 points to W315 and by 12 points 
to W358, respectively. Similarly, freight 
rates from North-West Europe and the 
Caribbean to US destinations declined 
by five points to W340 and by 41 points 
to W342, respectively.

World oil demand
Estimates for 2003

World
     Compared with the 78.30m b/d given 
in the last report, the average 2003 demand 
estimate has been revised up by 190,000 
b/d to 78.49m b/d, due to upward revi-
sions in the actual historical consumption 
data of 40,000 b/d in 1Q and 2Q, 70,000 

b/d in 3Q and 600,000 b/d in 4Q. As 
was pointed out in the previous report, 
the bulk of the upward revision is due 
to an adjustment in apparent demand in 
the FSU, reversing the previous downward 
revision. We expect the final consumption 
data to change only moderately, as further 
evidence on the actual demand becomes 
available. Slightly higher-than-expected 
consumption in North America and West-
ern Europe has also resulted in a minor 
upward revision to the OECD demand 
figure. As a result, the yearly increment, ie, 
the difference between the 2002 and the 
2003 averages, has likewise been adjusted 
upwards by 180,000 b/d to 1.48m b/d, 
as there has been a marginal 10,000 b/d 
upward adjustment to the average 2002 
consumption.
     On a regional basis, 2003 demand is 
estimated to have risen by 730,000 b/d, 
or 1.52 per cent, in the OECD, following 
a minor fall of 70,000 b/d in 2002. The 
estimated 200,000 b/d, or 0.99 per cent, 
rise in developing countries’ consumption 
in 2003 is nearly half the world growth rate, 
and almost the same as the 180,000 b/d 
growth seen in 2002. Apparent demand 
in the ‘Other regions’, which comprise 
FSU, China and Former Eastern Europe, 
is estimated to have grown considerably 
by 560,000 b/d, or 5.82 per cent, more 
than two-and-a-half times the volume and 
growth rates of 210,000 b/d and 2.21 per 
cent in 2002.
     Compared with the exceptionally weak 
first quarter of 2002, world demand is esti-
mated to have grown significantly by 2.92 
per cent, or 2.24m b/d, to average 79.05m 
b/d in 1Q2003. This is the net effect of 
the much colder-than-normal weather in 
most parts of the northern hemisphere, fuel 
substitution in Japan as a result of nuclear 
power reactor maintenance, stockpiling in 
anticipation of the war in Iraq, and record 
high natural gas prices in the USA. Second 
quarter 2003 consumption is estimated 
to have risen by 1.33 per cent, or 1m b/d, 
compared to the exceptionally weak 
2Q2002, thanks to robust economic 
growth in China and the continuation 
of fuel substitution in Japan. The 3Q 
consumption is assumed to have grown 
by 1.16m b/d, or 1.50 per cent. The 4Q 
increment is estimated at 1.54m b/d, or 
1.95 per cent, representing the second-
largest quarterly rise in 2003.
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OECD
     OECD consumption, estimated at 
48.49m b/d, constituted 62 per cent of 
total world demand in 2003, as indicated in 
the previous report. Of the forecast 1.48m 
b/d world oil consumption increment in 
2003, about 730,000 b/d, or nearly 49 
per cent, is expected to be accounted for 
by the OECD. Within the group, North 
America has the largest share of forecast 
demand growth with 470,000 b/d, close 
to 65 per cent of the group demand incre-
ment. OECD Pacific ranks second with 
130,000 b/d, equivalent to 18 per cent, 
and Western Europe is third with 120,000 
b/d, nearly 17 per cent.
     The comparison of actual 2003 and 
2002 consumption data suggests that 
OECD oil requirements were 730,000 b/d 
higher for last year, compared to 2002. Dur-
ing 2003, the product which registered the 
highest volume and percentage gains was 
gasoil/diesel with a 330,000 b/d, or 2.76 
per cent, rise in consumption, due to fuel 
switching in the USA and across Europe. 
The product registering the second-highest 
volume and percentage gains was naphtha, 
which experienced growth of 80,000 b/d, 
or 2.68 per cent, thanks to healthy mar-
gins in the petrochemical sector. Direct 
use also saw exceptionally high growth of 
42.73 per cent, due to the nuclear reactor 
maintenance in Japan. The only product 
whose consumption lost ground was LPG, 
which fell by 30,000 b/d, or 0.63 per cent. 
The loss was mostly due to sustained high 
prices, which led to a decline in consump-
tion in the USA.

Developing countries
     In developing countries, oil demand is 
estimated to have grown by 200,000 b/d, 
or 0.99 per cent, to 19.89m b/d. Con-
sumption in Latin America is estimated 
to have contracted by 110,000 b/d, or 
2.30 per cent, to average 4.64m b/d. The 
fall is similar to what happened in 2002, 
when demand weakened by 120,000 b/d, 
indicating the continuation of persistent 
economic and financial problems. Other 
Asia is estimated to have registered the 
highest volume and percentage growth at 
210,000 b/d, or 2.77 per cent, followed, 
in volume growth, by the Middle East 
and Africa with 60,000 b/d, or 1.26 per 
cent, and 40,000 b/d, or 1.39 per cent, 
respectively.

Other regions
     Although the apparent demand in the 
Other regions in 2003 is now forecast at 
10.10m b/d, nearly 80,000 b/d higher 
than the level given in the last report, its 
share of the world oil consumption re-
mains unchanged at 13 per cent. China’s 
consumption growth estimate remains 
unchanged at 530,000 b/d, or 10.50 per 
cent, equivalent to 36 per cent of the total 
world demand increment, and more than 
double the country’s consumption growth 
in 2002. Within the group, the apparent 
5.56m b/d demand in China is estimated 
to have registered not only the highest 
volume and percentage growth, but also 
the only demand growth within the group. 
The FSU, with an average 3.80m b/d, is 
estimated to have experienced a negligible 
demand rise of 20,000 b/d, or 0.62 per 
cent. Apparent demand in Other Europe is 
estimated to have remained unchanged.

Forecast for 2004
     Based on higher prospects for economic 
growth and the continued strength in Chi-
nese demand, our 2004 average world oil 
demand forecast has been revised up by 
300,000 b/d to 80.05m b/d; compared 
with the 79.75m b/d given in the last report. 
This figure indicates substantial growth 
of two per cent, representing a four-year 
high and comparable only to the 2.2 per 
cent growth in 1999. The anticipated oil 
demand increment in 2004, however, has 
been raised by just 110,000 b/d to 1.57m 
b/d, in order to reflect the simultaneous 
upward revision in the average 2003 oil 
demand estimate. All of the quarterly aver-
ages have been revised up, partly reflecting 
the upward revisions in their corresponding 
2003 quarterly averages. The 4Q forecast 
has been significantly raised by 710,000 
b/d, mostly to reflect the 600,000 b/d up-
ward revision in the corresponding period 
of 2003, and also to account for higher 
consumption prospects in China.
     On a regional basis, oil demand is fore-
cast to register solid growth in all of the 
three major groups of countries. Demand 
in the OECD is now expected to see the 
lowest growth rate of 0.81 per cent, or 
390,000 b/d, due to lower consumption 
prospects in the OECD Pacific. Demand 
growth in the Other regions is forecast to 
rank first with growth of 680,000 b/d, or 
6.71 per cent, equivalent to 43 per cent 

of the total world demand increment. 
The second highest volume and percent-
age growth of 500,000 b/d, or 2.49 per 
cent, is accounted for by the developing 
countries, whose share of world demand 
growth also ranks second at 32 per cent.
     Every single quarter of 2004 is forecast 
to experience oil demand growth. The 1Q 
is expected to account for the lowest growth 
rate of 1.24m b/d, or 1.57 per cent. The 
2Q and 3Q are forecast to enjoy much 
higher rises of 1.67m b/d and 1.61m b/d, 
respectively. The highest growth of 1.73m 
b/d, or 2.15 per cent, is expected in 4Q.

World oil supply
Non-OPEC

Estimate for 2003
     The 2003 non-OPEC supply figure was 
revised up to 48.67m b/d. Minor down-
ward revisions were made to the quarterly 
distribution for Azerbaijan, which were 
totally offset by minor upward revisions 
made to Malaysia and Angola, resulting 
in an upward revision to the annual aver-
age of total non-OPEC supply by 10,000 
b/d. The quarterly distribution now stands 
at 48.64m b/d, 47.92m b/d, 48.59m b/d 
and 49.52m b/d, respectively. The yearly 
average increase stands at 910,000 b/d, 
compared with the 2002 figure.

Forecast for 2004
     Non-OPEC supply for 2004 is forecast 
to rise by 1.40m b/d. Russia is expected 
to be the main contributor with around 
810,000 b/d, followed by Chad with 
160,000 b/d, Ecuador with 130,000 b/d, 
Angola with 120,000 b/d, Kazakhstan with 
100,000 b/d, and Malaysia with 60,000 
b/d. This increase is partially offset by de-
clines expected in the USA and the UK of 
190,000 b/d and 250,000 b/d, respectively. 

Table D: FSU net oil exports m b/d

1Q 2Q 3Q 4Q Year

2000 3.97 4.13 4.47 4.01 4.14
2001 4.30 4.71 4.89 4.47 4.59
2002 5.14 5.76 5.85 5.49 5.56
20031 5.87 6.75 6.72 6.50 6.46
20042 6.70 7.51 7.51 7.30 7.26

1. Estimate.
2. Forecast.
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The quarterly distribution now stands at 
49.98m b/d, 49.27m b/d, 50.09m b/d 
and 51.10m b/d, respectively. The yearly 
average is forecast at 50.07m b/d.
     The FSU’s net oil export figure for 
2004 is expected at 7.26m b/d. The 2003 
figure has been revised down by 90,000 
b/d to 6.46m b/d, while the figures for 
2000–2002 remain almost unchanged 
from the last report (see Table D).

OPEC NGLs and non-conventional oils
     The OPEC NGL and NCO figure for 
2004 is forecast at 3.80m b/d, an increase 
of 220,000 b/d over the 2003 level. Fig-
ures for 2000–2003 remain unchanged at 
3.34m b/d, 3.58m b/d, 3.62m b/d and 
3.58m b/d, respectively, compared with 
the figures in the last report.

16). Other Asia (especially Malaysia, which 
added three rigs to 15) rose by four rigs to 
120. Latin America rose by six rigs to 118, 
mainly in Argentina, while the Middle East 
and Africa witnessed declines of five rigs 
each to 65 and 47, respectively.

OPEC
     OPEC’s rig count was 235 in March, 
an increase of five rigs when compared with 
the February figure. Kuwait was the major 
contributor to the rise, adding six rigs to 
bring the total to ten from the previous 
month’s four.

Stock movements
USA
     US commercial on-land oil stocks 
reversed the previous month’s trend, in-
creasing by a massive 14.3m b to 912.9m 
b (a rate of 450,000 b/d) during the pe-
riod February 27–April 2. This large build 
widened the year-on-year surplus to 4.4 
per cent, or 38.8m b. Crude oil stocks re-
bounded, regaining most of the previous 
month’s draw, shooting up by 16.4m b to 
292.2m b. However, they fell 2.2m b in the 
week ending April 2, compared to previous 
week, ending five straight weeks of builds. 
From their levels a year ago, crude oil stocks 
are up 11.4m b, or 4.1 per cent. The rise 
in crude oil inventories is largely due to 
high crude oil imports, which increased 
by 380,000 b/d to an average 9.85m b/d, 
almost 800,000 b/d above their level at 

the same time last year. Crude oil imports 
surpassed the 10m b/d mark during the 
weeks ending March 19 and 26, mainly 
due to strong exports from Saudi Arabia. 
Crude oil refining inputs averaged 14.6m 
b/d, about 70,000 b/d down from the pre-
vious month, corresponding to utilization 
a rate of 88.5 per cent, or 0.5 per cent 
below last month. On the product side, 
gasoline stocks registered a draw of 1.9m b 
to 200.1m b, but the week ending March 
26 saw a healthy rise in gasoline stocks 
after six weeks of draw-downs. This rise 
was fully in line with seasonal pattern, and 
came as a relief to US consumers, who are 
feeling the pinch due to high retail prices. 
Against expectations, however, the week 
ending April 2 saw a fall on the back of 
strong demand, which rose by almost half a 
million b/d to 9.2m b/d versus the previous 
week, despite a huge rise in gasoline imports 
to 1.2m b/d, the second-highest weekly 
average ever. As concerns mounted over the 
upcoming summer diving season and with 
gasoline stocks at parity with a year ago, 
the market grew increasingly restless over 
the US government’s consideration of a 
temporary lifting of the new specifications, 
which could help refiners to produce more 
gasoline to meet high demand and help 
to ease recent record high gasoline prices. 
Distillate stocks, including heating and die-
sel fuel oil, registered a draw of 6.1m b to 
105.2m b. The bulk of this draw, of 4.5m 
b, occurred during the week ending April 
2, the largest drop since 1983. This strong 

Table E: OPEC crude oil production, based on secondary sources 1,000 b/d

Mar/ 
2002 4Q03 2003 Feb 04* Mar 04* 1Q04 Feb

Algeria 864 1,178 1,134 1,167 1,183 1,173 15
Indonesia 1,120 1,000 1,027 984 975 981 –9
IR Iran 3,416 3,856 3,757 3,867 3,888 3,883 21
Iraq 2,000 1,845 1,315 1,911 2,356 2,109 445
Kuwait 1,885 2,201 2,173 2,235 2,230 2,235 –5
SP Libyan AJ 1,314 1,446 1,422 1,466 1,470 1,464 4
Nigeria 1,969 2,272 2,131 2,328 2,358 2,339 30
Qatar 648 751 746 756 755 756 –1
Saudi Arabia 7,535 8,413 8,709 8,443 8,318 8,414 –125
UAE 1,988 2,212 2,243 2,253 2,233 2,247 –21
Venezuela 2,586 2,548 2,290 2,522 2,537 2,529 15

Total OPEC 25,323 27,723 26,946 27,931 28,301 28,132 370

*      Not all sources available.
Totals may not add, due to independent rounding.

OPEC NGL production, 2000–04

2000                                         3.34
2001                                         3.58
2002                                         3.62
1Q03                                         3.44
2Q03                                         3.59
3Q03                                         3.64
4Q03                                         3.64
2003                                         3.58
Change 2003/2002                 –0.04
2004                                         3.80
Change 2004/2003                   0.22

m b/d

OPEC crude oil production
     Available secondary sources indicate 
that OPEC output for March was 28.30m 
b/d, 370,000 b/d above the revised Febru-
ary figure, the main contributor to which 
was Iraq. OPEC production for 1Q2004 
averaged 28.13m b/d. Table E shows 
OPEC production as reported by selected 
secondary sources.

Rig count
Non-OPEC
     Rig activity declined in March. North 
America lost 87 rigs compared with the 
February figure. Rig activity in the USA 
and Mexico increased by 17 rigs to 1,136 
and by two to 107 rigs respectively, while 
Canada’s rig activity fell by 106 to 462 rigs. 
Western Europe’s rig activity increased by 
six rigs to 74, mainly in Norway (up two 
rigs to 21) and the UK (up three rigs to 
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draw came as refiners were switching from 
distillate to gasoline to cope with demand 
over the summer. The strong demand also 
contributed to the draw in distillate stocks. 
Heating oil demand was up due to persist-
ently cold weather in the US north-east, 
a key consuming region, while diesel fuel 
oil demand was robust as farmers prepared 
for the planting season. Despite this draw, 
distillate inventories remained around 6.8 
per cent or 6.7m b above last year at the 
same time (see Table F).
     During the same period, the Strategic 
Petroleum Reserve (SPR) continued its 
build, increasing by 5.5m b to reach a new 
record of 652.1m b, which was around 8.8 
per cent, or 52.8m b, higher than its level 
at the same time last year.
     During the week ending April 9, total 
commercial stocks in the USA showed a 
moderate decline of 2.2m b to 910.7m 
b, narrowing the year-on-year surplus 
to about 31m b, or 3.6 per cent. Crude 
oil stocks continued their upward trend, 
increasing by 3.2m b to average 295.4m 
b. At this level, crude oil inventories are 
currently 12.3m b, or 4.3 per cent, above 
last year at the same time. This build came 
as refinery activity was down, with crude oil 
refinery throughput falling 280,000 b/d to 
14.6m b/d. This corresponds to a utiliza-
tion rate of 87.7 per cent, down 2.2 per 
cent from the previous week’s rate. Crude 
oil imports fell 300,000 b/d to nearly 9.5m 
b/d. Gasoline stocks registered a build of 
1.0m b to 201.1m b, lifting them by just 
800,000 b, or 0.4 per cent less than their 
level of a year ago. Distillate fuel inventories 
fell by 2.0m b to 103.2mb, with almost 
all the decrease occurring in high-sulphur 
distillate fuel (heating oil). Despite this 
draw, distillate stocks are still 5.1m b, or 
5.2 per cent, above last year at the same 
time. Jet fuel and residual fuel also fell by 
400,000 b to 34.7m b, and by 1.1m b to 
36.5m b, respectively.
     The SPR continued its upward trend, 
increasing by 900,000 b to 653.0m b, 
around 54m b above its level at the same 
time last year.

Western Europe
     Total oil stocks in the EU-16 (EU plus 
Norway) continued the downward trend 
experienced last month, decreasing by 6.1m 
b to 1,068.9m b (a rate of 200,000 b/d), 
due to large draws in gasoline and middle 

distillate. In contrast, crude oil stocks saw 
a build for the second consecutive month. 
The draw in total oil stocks narrowed the 
year-on-year surplus from the level of 
44.0m b reported last month to about 
14.8m b in March (see Table G).
     Crude oil stocks rose sharply by 11.8m 
b to 4,587m b, their highest level since June 
1999 and are now around 4.5m b above 
last year’s level. This increase came on the 
back of lower refinery runs as the spring 
maintenance season began. Extensive 
turnarounds could continue through April 
and then end in May. European crude runs 
fell by 540,000 b/d to average 11.77m b/d. 
On the product side, gasoline inventories 
registered a drop of 5.5m b to 145.0m b, 
reversing the build that occurred in Janu-
ary. Gasoline stocks ended the month just 
1.3m b above a year ago at the same time. 
The high level of seasonal maintenance, 
as well as higher prices in the US market, 
attracted more European gasoline cargoes. 
Distillate stocks fell considerably for the 
second consecutive month, decreasing by 
11.4m b to 327.6m b. This draw left the 
year-on-year surplus at just 8m b, compared 
to the 23m b reported the previous month. 
The high level of turnarounds, combined 
with robust heating oil demand, was behind 
this draw. Fuel oil stocks also continued 
the downward trend observed last month, 
declining by about 1m b to 114.1m b, 
but remained at their highest end-March 
level since 2001. Fuel oil inventories are 
now 2.15m b above last year at the same 
time.

Japan
     Commercial on-land oil stocks in Japan 
experienced a draw for the second consecu-
tive month in February, declining 9.6m 
b (a rate of 330,000 b/d) to 169.7m b. 
Despite this draw, the year-on-year surplus 
remained at a comfortable level of 5.7m b, 
or 3.4 per cent. The bulk of the draw in 
total oil stocks came from middle distillate, 
which declined by 5.9m b to 27.8m b, fol-
lowed by crude oil stocks and residual fuel 
oil, which decreased by 2.8m b to 108.3m 
b, and by 1.2m b to 19.5m b, respectively. 
Gasoline stocks registered a slight build of 
400,000 b to 14.1m b. The draw which 
occurred in crude oil inventories was due 
to the fall in crude oil imports of 7.7 per 
cent from a year earlier, down for the fifth 
straight month, but remaining 2.9 per cent 

above a year ago. Crude oil throughput 
registered a decline of 1.3 per cent when 
compared to the same month of the previ-
ous year and 4.2 per cent from a month 
earlier, as warmer weather softened heating 
fuel demand. All the components of middle 
distillate showed a decrease, but remained 
at a healthy year-on-year surplus of 4.7 per 
cent (see Table H).
     Kerosene, which is the main compo-
nent in middle distillate, stood at 13.5 per 
cent higher than at the same time a year 
ago. Sales of A-grade fuel oil, which is used 
as heating oil in Japan, fell by 3.4 per cent, 
boosting stocks by 9.2 per cent above last 
year’s level at the same time. Sales of other 
fuel oils, mainly C-grade fuel oil, which is 
used for thermal power plants, fell by 15.6 
per cent compared to a year earlier, due to 
the decline in power demand, leaving their 
month-end inventories up by five per cent 
versus last year at the same time. Gasoline 
stocks showed a slight increase, mainly due 
to the decline in domestic sales combined 
with higher imports.

Balance of supply/demand
Table I for 2003 shows a minor upward 
revision to total non-OPEC supply of 
10,000 b/d to 52.25m b/d, and to world 
oil demand of 190,000 b/d to 78.49m b/d, 
resulting in an estimated annual difference 
of around 26.23m b/d. This represents a 
significant increase of 180,000 b/d from 
the last report’s figure, with a quarterly 
distribution of 26.97m b/d, 24.74m b/d, 
26.04m b/d and 27.19m b/d, respec-
tively. Accordingly, downward revisions 
were made to first three quarters of the 
quarterly balance of 20,000 b/d, 30,000 
b/d and 80,000 b/d, respectively, while 4Q 
was revised up significantly by 600,000 b/d. 
The quarterly balance figures now stand 
at –220,000 b/d, 1.72m b/d, 800,000 b/d 
and 540,000 b/d, respectively. The annual 
average balance stands at 710,000 b/d.
     Table I for 2004 shows that world oil 
demand is expected at 80.05m b/d, while 
total non-OPEC supply is put at 53.88m 
b/d. This has resulted in a difference of 
around 26.17m b/d, with a quarterly 
distribution of 26.75m b/d, 24.86m b/d, 
25.96m b/d and 27.12m b/d, respectively. 
The balance for 1Q2004, which is intro-
duced for the first time, stands at 1.38m 
b/d.
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Table F: US onland commercial petroleum stocks1                                                                                                       m b

                                                                                                                                  Change
                                                Jan 30, 04        Feb 27, 04           Apr 2, 04              Mar/Feb         Apr 2, 03        Apr 9, 042

Crude oil (excl SPR)                  271.6               275.8                  292.2                  16.40                280.8               295.4
Gasoline                                      205.6               202.0                  200.1                  –1.90                200.2               201.1
Distillate fuel                                124.2               111.3                  105.2                  –6.10                  98.5               103.2
Residual fuel oil                             37.1                 38.5                    37.6                  –0.90                  32.2                 36.5
Jet fuel                                           39.2                 37.0                    35.1                  –1.90                  36.7                 34.7
Unfinished oils                               82.0                 88.9                    93.5                    4.60                  84.6                 89.9
Other oils                                     152.9               145.1                  149.3                    4.20                141.1               122.3
Total                                           912.5               898.6                  912.9                  14.30                874.1               910.7
SPR                                             641.1               646.6                  652.1                    5.50                599.3               653.0

1.   At end of month, unless otherwise stated.                                                                                                                Source:  US/DoE-EIA.
2.   Latest available data at time of publication.

Table G: Western Europe onland commercial petroleum stocks1 m b

    Change
 Jan 04 Feb 04 Mar 04 Mar 04/Feb 04 Mar 03

Crude oil 436.6 446.9 458.7 11.8 456.6
Mogas 150.2 150.5 145.0 –5.5 143.7
Naphtha 26.4 25.5 25.5 0.0 24.4
Middle distillates 350.7 339.0 327.6 –11.4 319.4
Fuel oils 117.0 113.0 112.1 –1.0 109.9
Total products 644.3 628.1 610.2 –17.9 597.5
Overall total 1,080.9 1,075.0 1,068.9 –6.1 1,054.1

1. At end of month, and includes Eur-16.  Source:  Argus, Euroilstock.

Table H: Japan’s commercial oil stocks1 m b

    Change
 Dec 03 Jan 04 Feb 04 Feb 04/Jan 04 Feb 03

Crude oil 108.4 111.1 108.3 –2.8 105.4
Gasoline 12.5 13.7 14.1 0.4 13.8
Middle distillates 40.6 33.7 27.8 –5.9 26.6
Residual fuel oil 21.2 20.7 19.5 –1.2 18.3
Total products 74.3 68.2 61.4 –6.8 58.6
Overall total2 182.6 179.3 169.7 –9.6 164.1

1.   At end of month.  Source:  MITI, Japan.
2.   Includes crude oil and main products only. 
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Table I: World crude oil demand/supply balance                                                                                    m b/d

1.   Secondary sources. 3. Korean government stocks are now included in Total OECD.
2.   Stock change and miscellaneous. Note: Totals may not add up due to independent rounding.
Table I above, prepared by the Secretariat’s Energy Studies Department, shows OPEC’s current forecast of world supply and demand for oil 
and natural gas liquids.
      The monthly evolution of spot prices for selected OPEC and non-OPEC crudes is presented in Tables One and Two on page 36, while 
Graphs One and Two (on pages 35 and 37) show the evolution on a weekly basis. Tables Three to Eight, and the corresponding graphs on 
pages 38–43, show the evolution of monthly average spot prices for important products in six major markets. (Data for Tables 1–8 is provided 
by courtesy of Platt’s Energy Services).

1999 2000 2001 2002 1Q03 2Q03 3Q03 4Q03 2003 1Q04 2Q04 3Q04 4Q04 2004

World demand

OECD 47.7 47.8 47.8 47.8 49.4 47.2 48.0 49.4 48.5 49.6 47.6 48.5 49.9 48.9

North America 23.8 24.1 24.0 24.2 24.6 24.2 24.9 24.9 24.6 24.8 24.4 25.2 25.4 25.0
Western Europe 15.2 15.1 15.3 15.1 15.2 15.0 15.3 15.5 15.2 15.2 15.1 15.4 15.6 15.3
Pacific 8.7 8.6 8.5 8.5 9.6 8.0 7.9 9.0 8.6 9.6 8.0 7.9 8.9 8.6
Developing countries 18.9 19.2 19.5 19.7 19.5 19.5 20.1 20.4 19.9 19.9 20.1 20.6 20.9 20.4
FSU 4.0 3.8 3.9 3.8 4.0 3.4 3.7 4.2 3.8 4.1 3.5 3.8 4.3 3.9

Other Europe 0.8 0.7 0.7 0.7 0.7 0.7 0.7 0.8 0.7 0.8 0.8 0.7 0.8 0.8

China 4.2 4.7 4.7 5.0 5.4 5.5 5.8 5.6 5.6 5.9 6.0 6.3 6.2 6.1

(a) Total world demand 75.5 76.2 76.6 77.0 79.0 76.2 78.3 80.4 78.5 80.3 77.9 79.9 82.1 80.1

Non-OPEC supply

OECD 21.3 21.9 21.8 21.9 22.1 21.3 21.5 21.8 21.7 21.9 21.1 21.3 21.7 21.5

North America 14.0 14.2 14.3 14.5 14.7 14.4 14.7 14.8 14.6 14.8 14.5 14.8 14.9 14.7

Western Europe 6.6 6.8 6.7 6.7 6.8 6.2 6.1 6.5 6.4 6.5 6.0 5.9 6.2 6.2

Pacific 0.7 0.8 0.8 0.8 0.7 0.6 0.7 0.6 0.6 0.6 0.6 0.6 0.5 0.6

Developing countries 10.7 10.7 10.9 11.2 11.2 11.1 11.4 11.6 11.3 11.7 11.7 12.0 12.3 11.9

FSU 7.5 7.9 8.5 9.3 9.9 10.1 10.4 10.7 10.3 10.8 11.0 11.3 11.6 11.2

Other Europe 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2

China 3.2 3.2 3.3 3.4 3.4 3.4 3.4 3.4 3.4 3.5 3.5 3.4 3.5 3.5

Processing gains 1.6 1.7 1.7 1.7 1.8 1.8 1.8 1.8 1.8 1.9 1.8 1.8 1.9 1.8

Total non-OPEC supply 44.5 45.6 46.4 47.8 48.6 47.9 48.6 49.5 48.7 49.8 49.3 50.1 51.1 50.1
OPEC NGLS and non-conventionals 3.2 3.3 3.6 3.6 3.4 3.6 3.6 3.6 3.6 3.7 3.8 3.8 3.9 3.8

(b) Total non-OPEC supply 
and OPEC NGLs

47.7 48.9 50.0 51.4 52.1 51.5 52.2 53.2 52.3 53.5 53.1 53.9 55.0 53.9

OPEC crude supply and balance

OPEC crude oil production1 26.5 28.0 27.2 25.3 26.8 26.5 26.8 27.7 26.9 28.1    

Total supply 74.2 76.9 77.2 76.7 78.8 78.0 79.1 80.9 79.2 81.7    

Balance2 -1.4 0.7 0.5 -0.3 -0.2 1.7 0.8 0.5 0.7 1.4    

Stocks

Closing stock level (outside FCPEs) m b

OECD onland commercial 2446 2530 2622 2465 2408 2526 2569 2515

OECD SPR3 1284 1268 1284 1343 1357 1361 1379 1405

OECD total 3730 3798 3906 3808 3765 3887 3948 3921

Other onland 997 1016 1045 1018 1007 1039 1056 1049

Oil-on-water 808 876 831 816 857 886 874 900

Total stock 5535 5690 5781 5642 5629 5812 5878 5869      

Days of forward consumption in OECD

Commercial onland stocks 51 53 55 51 51 53 52 51

SPR 27 27 27 28 29 28 28 28

Total 78 79 82 79 80 81 80 79      

Memo items

FSU net exports 3.4 4.1 4.6 5.6 5.9 6.7 6.7 6.5 6.5 6.7 7.5 7.5 7.3 7.3

[(a) — (b)] 27.9 27.3 26.7 25.6 27.0 24.7 26.0 27.2 26.2 26.8 24.9 26.0 27.1 26.2
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Graph 1:
Evolution of spot prices for selected OPEC crudes

December 2003 to March 2004
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1.   Tia Juana Light spot price = (TJL netback/Isthmus netback) x Isthmus spot price.
2.   OPEC Basket: an average of Saharan Blend, Minas, Bonny Light, Arabian Light, Dubai, Tia Juana Light and Isthmus.
Kirkuk ex Ceyhan; Brent for dated cargoes; Urals cif Mediterranean. All others fob loading port.
Sources: The netback values for TJL price calculations are taken from RVM; Platt’s Oilgram Price Report; Reuters; Secretariat’s calculations.

Table 1: OPEC spot crude oil prices, 2003–04                                                                                                                ($/b)

Member                                                            2003                                                                                               2004
Country/              Apr     May    Jun     Jul     Aug     Sep    Oct     Nov    Dec     Jan     Feb                                March
Crude (API°)      5Wav  4Wav  4Wav 5Wav  4Wav 5Wav  4Wav 4Wav  5Wav  4Wav  4Wav    1W      2W      3W      4W      5W    5Wav

Algeria
Saharan Blend (44.1)  25.19    25.24    27.20    27.91    29.59    27.29    29.87    28.94    29.77    31.29    30.57    33.45    33.41    33.82    34.05    32.58    33.46

Indonesia
Minas (33.9)              29.66    28.76    27.19    27.33    28.38    26.74    29.67    30.12    32.09    30.27    29.38    32.18    32.68    32.47    32.45    31.26    32.21

IR Iran
Light (33.9)               22.85    23.06    24.43    26.03    28.62    26.66    28.79    27.64    28.55    29.31    28.00    30.87    30.92    31.20    31.28    29.62    30.78

Iraq
Kirkuk (36.1)                —          —          —          —          —          —          —          —          —          —          —          —          —          —          —          —          —

Kuwait
Export (31.4)             23.78    24.35    25.50    26.70    27.78    25.78    27.67    27.76    28.25    29.16    28.61    30.42    30.87    31.28    31.63    30.66    30.97

SP Libyan AJ
Brega (40.4)              25.35    25.72    27.29    28.21    29.53    27.29    30.05    28.98    30.02    31.58    30.90    33.92    34.08    34.37    34.39    32.72    33.90

Nigeria
Bonny Light (36.7)    25.27    25.78    27.46    28.39    29.79    27.47    29.59    28.93    29.64    30.94    30.47    33.30    33.39    33.66    33.74    32.59    33.34

Saudi Arabia
Light (34.2)               24.70    24.92    26.15    27.24    28.36    26.41    28.26    28.63    29.20    29.83    29.18    30.99    31.54    31.94    32.29    31.32    31.62
Heavy (28.0)             23.50    24.19    25.37    26.68    27.63    24.92    26.87    26.88    27.10    27.49    26.93    28.79    29.34    29.74    30.09    29.12    29.42

UAE
Dubai (32.5)              23.59    24.31    25.46    26.66    27.66    25.52    27.42    27.62    28.06    28.93    28.49    30.19    30.66    31.03    31.43    30.52    30.77

Venezuela
Tia Juana Light1 (32.4) 23.97    24.56    26.23    26.71    27.52    24.64    26.60    26.69    27.60    29.28    28.17    29.65    30.15    30.60    30.26    28.75    29.88

OPEC Basket2    25.34    25.60    26.74    27.43    28.63    26.32    28.54    28.45    29.44    30.33    29.56    31.80    32.17    32.48    32.53    31.26    32.05

Table 2: Selected non-OPEC spot crude oil prices, 2003–04                                                                                         ($/b)

                                                                                    2003                                                                                    2004
Country/               Apr     May    Jun     Jul     Aug     Sep    Oct     Nov    Dec     Jan     Feb                                March
Crude (API°)      5Wav  4Wav  4Wav 5Wav  4Wav 5Wav  4Wav 4Wav  5Wav  4Wav  4Wav    1W      2W      3W      4W      5W    5Wav

Gulf Area
Oman Blend (34.0)   24.14    24.53    25.64    26.80    27.96    26.09    27.97    27.93    28.43    29.34    28.67    30.58    31.01    31.45    31.75    30.72    31.10

Mediterranean
Suez Mix (Egypt, 33.0) 21.87    22.84    24.07    25.69    27.59    24.70    27.02    26.17    25.89    26.55    25.42    28.33    28.05    28.34    28.56    27.28    28.11

North Sea
Brent (UK, 38.0)        25.07    25.79    27.44    28.34    29.78    27.32    29.85    28.68    29.82    31.33    30.65    33.72    33.88    34.17    34.19    32.52    33.70
Ekofisk (Norway, 43.0) 25.17    25.85    27.48    28.43    29.83    27.40    29.94    28.86    29.62    31.10    30.52    33.92    33.82    34.05    34.31    32.42    33.70

Latin America
Isthmus (Mexico, 32.8)  24.99    25.61    27.48    27.79    29.08    26.18    28.38    28.24    29.71    31.78    30.64    32.82    33.38    33.87    33.50    31.82    33.08

North America
WTI (US, 40.0)          28.40    28.23    30.71    30.61    31.60    28.55    30.43    30.94    32.15    34.33    34.62    36.36    36.63    37.42    37.11    35.45    36.59

Others

Urals (Russia, 36.1)  22.48    23.96    25.68    26.92    28.67    25.88    28.17    27.30    27.90    28.63    27.41    30.91    30.90    31.32    31.40    29.40    30.79
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Graph 2:
Evolution of spot prices for selected non-OPEC crudes

December 2003 to March 2004
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Graph 3: North European market — spot barges, fob Rotterdam

Table 3: North European market — spot barges, fob Rotterdam ($/b)

Source: Platts. Prices are average of available days.

naphtha regular gasoline 
unleaded

premium gasoline 
unleaded 95

gasoil jet kero
fuel oil

1%S
fuel oil
3.5%S

2002 March 28.27 25.63 25.74 25.05 26.73 17.25 17.86
April 29.29 29.77 29.94 26.53 28.01 19.51 19.93
May 27.68 29.14 28.94 26.54 28.99 19.93 21.02
June 24.33 28.90 29.02 25.97 28.04 19.32 19.94
July 28.20 30.61 30.77 27.80 29.11 21.18 21.02
August 30.23 30.95 31.14 28.95 30.46 21.49 21.68
September 33.46 32.40 32.63 31.54 34.19 24.33 24.02
October 31.55 32.04 32.16 31.23 33.36 27.20 22.44
November 28.67 27.75 27.88 28.52 30.48 23.59 18.40
December 34.20 31.17 31.34 32.63 33.21 26.11 19.99

2003 January 40.35 35.19 35.31 35.22 36.66 26.83 25.97
February 43.96 39.13 39.15 41.16 43.08 30.77 25.93
March 40.60 35.98 36.06 39.61 42.75 26.86 21.91
April 29.40 34.09 34.38 29.59 31.66 23.10 18.61
May 28.03 31.74 32.06 29.00 30.30 21.68 20.29
June 32.26 32.92 33.15 30.57 31.72 25.14 21.57
July 32.81 35.17 35.36 31.08 32.98 25.56 24.15
August 34.97 38.00 38.04 32.47 34.52 25.86 23.72
September 32.66 33.64 33.70 29.84 32.23 23.84 21.64
October 35.69 33.66 33.71 33.92 36.35 24.23 22.63
November 37.49 33.51 33.54 34.21 37.57 23.08 22.56
December 39.45 33.78 33.84 35.02 39.08 20.63 19.55

2004 January 43.00 37.66 37.73 36.58 40.35 22.05 20.75
February 40.40 38.46 38.56 34.16 38.53 20.73 20.32
March 42.65 41.57 41.68 37.77 40.55 23.33 21.49
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Graph 4: South European market — spot cargoes, fob Italy

Table 4: South European market — spot cargoes, fob Italy ($/b)

Source: Platts. Prices are average of available days.

naphtha unleaded 95 0.15g/l
gasoil

fuel oil
1%S

fuel oil
3.5%S

2002 March 23.43 24.07 26.34 24.15 17.99 16.33
April 24.48 28.27 30.24 28.27 20.31 18.39
May 22.88 27.80 29.46 25.48 20.01 19.18
June 22.05 26.23 29.31 25.48 20.21 18.56
July 23.79 28.45 30.40 26.92 20.43 19.27
August 24.92 29.21 30.82 28.23 21.45 20.04
September 27.95 31.79 32.26 30.56 25.07 22.53
October 26.18 31.13 31.41 29.86 24.28 20.58
November 23.45 26.78 27.11 27.91 21.26 16.99
December 27.71 30.57 30.86 32.02 24.07 18.32

2003 January 33.02 34.20 34.44 35.05 29.15 23.71
February 35.86 38.05 38.22 40.11 31.05 24.65
March 32.05 33.75 33.99 39.45 28.10 20.94
April 22.88 29.69 29.96 29.69 21.14 18.18
May 22.24 28.97 29.28 26.72 21.57 18.46
June 26.31 31.51 31.78 29.88 25.01 20.94
July 26.84 34.10 34.33 29.50 27.39 23.29
August 28.57 37.21 37.40 31.49 27.66 22.64
September 26.78 32.33 32.59 29.46 22.91 20.49
October 29.45 33.18 33.43 34.99 24.81 21.48
November 30.43 32.79 33.05 33.79 23.93 20.33
December 31.90 33.08 33.33 33.87 21.60 16.68

2004 January 34.41 37.04 37.24 35.80 23.16 19.39
February 32.03 37.91 38.10 32.98 21.40 19.56
March 34.24 40.92 41.07 36.94 23.63 20.02
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Graph 5: US East Coast market — spot cargoes, New York

Table 5: US East Coast market — spot cargoes, New York ($/b, duties and fees included)

Source: Platts. Prices are average of available days.

regular gasoline
unleaded 87 gasoil jet kero

fuel oil 
0.3%S

fuel oil
1%S

fuel oil
2.2%S

2002 March 28.94 26.48 27.00 21.79 19.43 19.05
April 31.00 27.78 28.61 25.24 22.24 21.59
May 29.18 27.70 28.70 25.62 23.37 21.73
June 29.78 26.89 28.34 24.63 22.70 21.54
July 31.90 28.26 29.84 25.79 22.55 21.60
August 31.96 29.22 31.31 26.63 25.43 23.51
September 32.61 32.25 34.11 27.52 26.02 25.35
October 34.44 31.98 33.97 28.33 26.39 24.43
November 31.43 29.98 30.79 26.94 23.86 21.46
December 33.59 34.21 34.67 32.62 26.68 24.30

2003 January 36.60 37.78 38.17 37.87 31.53 30.04
February 41.65 47.11 48.11 46.52 35.06 30.61
March 39.86 40.82 40.92 38.71 31.71 27.13
April 33.37 32.66 32.88 27.29 23.98 20.51
May 31.65 30.79 31.66 29.58 24.51 21.79
June 33.58 31.69 32.21 28.40 25.18 22.46
July 36.45 32.76 33.71 30.45 27.53 26.26
August 41.92 33.96 35.36 30.97 27.74 26.43
September 37.51 30.52 31.67 28.53 24.88 23.15
October 36.24 34.10 35.21 29.94 25.93 24.22
November 36.52 34.75 35.94 30.01 26.14 24.65
December 36.97 37.06 38.28 31.28 25.76 22.91

2004 January 41.77 40.88 42.83 34.39 28.05 23.99
February 43.76 38.05 42.04 34.25 26.26 23.02
March 45.56 37.87 40.47 28.90 24.67 23.11
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Table 6: Caribbean market — spot cargoes, fob ($/b)

Source: Platts. Prices are average of available days.

Graph 6: Caribbean market — spot cargoes, fob

naphtha gasoil jet kero
fuel oil

2%S
fuel oil
2.8%S

2002 March 25.86 25.77 26.72 18.25 18.09
April 28.55 27.31 28.33 20.79 20.59
May 27.14 27.28 28.31 20.95 20.65
June 26.85 26.49 27.66 20.79 20.36
July 27.98 28.11 29.43 20.88 20.67
August 28.73 28.83 30.53 22.78 22.52
September 32.16 31.91 33.67 24.55 24.77
October 32.54 32.04 33.23 23.70 23.86
November 24.39 29.65 29.51 20.73 19.97
December 31.43 33.64 34.27 23.58 23.18

2003 January 37.00 37.44 37.87 29.31 28.51
February 40.53 45.21 44.77 29.89 28.43
March 36.78 37.87 37.94 26.05 24.18
April 29.03 30.65 31.62 19.01 18.45
May 28.84 29.84 30.36 20.27 19.62
June 28.91 31.30 31.79 20.95 20.19
July 30.95 32.35 32.97 24.71 24.64
August 34.67 33.69 34.72 24.89 24.81
September 30.23 30.28 31.21 21.60 21.51
October 33.95 33.72 34.74 22.36 22.10
November 33.90 34.24 35.16 22.65 22.33
December 35.64 35.89 37.44 20.34 19.99

2004 January 39.72 40.21 42.44 19.99 19.56
February 36.80 37.30 40.07 19.02 18.73
March 40.69 37.93 40.74 19.11 18.82
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Table 7: Singapore market — spot cargoes, fob ($/b)

Source: Platts. Prices are average of available days.

Graph 7: Singapore market — spot cargoes, fob

naphtha
 unleaded 95 unleaded 92

gasoil jet kero
fuel oil 
180 Cst

fuel oil
380 Cst

2002 March 24.92 27.93 26.43 25.71 25.16 19.37 19.73
April 26.11 30.11 28.80 28.64 27.27 21.45 21.75
May 24.90 29.73 28.81 28.76 27.85 22.60 22.98
June 23.84 28.54 27.45 27.82 26.49 21.66 21.99
July 24.64 28.19 26.95 28.19 27.56 22.47 22.88
August 25.52 28.17 26.65 28.79 29.28 23.39 24.10
September 27.52 30.49 29.21 31.43 32.92 24.70 25.34
October 26.87 29.62 28.37 33.10 32.43 23.13 23.46
November 25.06 27.80 29.38 29.37 29.38 21.77 21.83
December 29.57 30.25 29.35 31.88 32.10 23.95 24.24

2003 January 32.21 34.34 33.52 34.23 34.37 26.51 26.97
February 37.34 40.14 39.28 39.35 39.27 29.05 29.33
March 33.78 37.51 36.67 37.87 35.33 26.19 26.65
April 23.58 28.74 27.79 30.03 28.35 22.55 23.12
May 23.77 28.73 27.74 29.12 28.25 23.18 23.15
June 26.66 31.59 30.84 29.33 28.48 24.20 24.51
July 27.77 34.59 33.41 29.57 29.78 25.54 26.18
August 29.67 37.30 35.95 33.27 33.58 24.27 24.92
September 27.86 33.11 32.14 32.42 31.40 23.13 23.80
October 30.46 35.55 34.39 33.58 33.84 23.88 24.38
November 32.54 35.78 34.25 35.08 35.89 23.53 23.99
December 34.67 39.52 38.43 36.67 37.50 23.38 23.79

2004 January 39.49 44.25 43.25 41.42 39.60 24.73 24.98
February 34.21 40.05 39.33 38.74 37.44 24.61 24.88
March 36.03 44.10 43.15 38.42 37.72 24.31 24.57
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Table 8: Middle East Gulf market — spot cargoes, fob ($/b)

Source: Platts. Prices are average of available days.

Graph 8: Middle East Gulf market — spot cargoes, fob

naphtha gasoil jet kero
fuel oil
180 Cst

2002 March 24.27 23.28 23.65 18.41
April 26.03 26.30 25.92 20.52
May 24.98 26.63 26.56 21.60
June 23.82 25.89 25.09 20.64
July 24.37 26.06 26.08 21.46
August 25.15 26.37 27.58 22.30
September 27.13 28.90 31.19 23.66
October 26.53 30.81 30.84 22.05
November 24.50 27.03 27.63 20.31
December 28.14 28.53 29.77 21.95

2003 January 30.36 30.66 31.79 24.57
February 34.85 35.81 36.77 27.31
March 32.26 34.22 32.74 23.73
April 22.57 26.24 25.52 20.35
May 22.42 25.67 25.68 21.65
June 26.01 26.56 26.44 22.88
July 27.16 26.63 27.59 24.15
August 28.54 29.67 31.06 22.88
September 26.86 28.80 29.11 21.67
October 29.76 30.53 32.06 22.29
November 31.81 31.85 34.17 21.81
December 32.88 32.91 35.43 21.32

2004 January 36.84 37.13 37.49 22.42
February 33.25 34.84 34.67 22.20
March 35.04 34.84 35.02 21.96

��������

����

��

��

��

��

��

���� ��� ��� ���

��� ����

������

�������

������������������������������������������������������������������������
���� ����



May 2004                                                                                                                                                                                                        45

audi Arabia’s Minister of Petroleum and 
Mineral Resources, Ali I Naimi (pictured), 

has delivered a speech on Saudi oil policy to 
a United Nations meeting in the Lebanese 
capital Beirut.
     The workshop was held by the UN 
Economic and Social Commission for 
Western Asia (ESCWA), jointly with the 
UN Statistics Division, OPEC and the UN 
Economic Commission for Europe from May 
31 to June 2.
     It discussed energy statistics databases, 
classification of energy reserves and the Joint 
Oil Data Initiative. The main objective of 
the meeting was to demonstrate how the 
UN Framework Classification for Energy 
and Mineral Resources (UNFC) could be 
used to improve harmonization of terminol-
ogy, for the benefit of energy statistics and 
reserves valuation, according to an ESCWA 
press release.
     In addition, the workshop discussed 
topics including the classification of energy 
reserves and resources; the UNFC and its application to all 
energy commodities; and the use of the UNFC for valuation 
and management purposes, amongst others.
     In his address to the gathering, entitled Saudi petroleum 
policy and its local, regional, and international dimensions, Naimi 
noted that the Kingdom “has expressed readiness to support 
increasing OPEC’s oil output ceiling to 26 million barrels/day 
from the current 23.5m b/d.
     “If that is not sufficient, we are ready to co-operate with 
other countries that have spare production capacity to increase 

Naimi gives speech on Saudi oil 
policy to UN gathering in Beirut
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our production. However, this will not solve the problem of 
(high) prices because the major factor is a mistake in forecasting 
that there will be a shortage in the future caused by instability 
in oil producers, and this is incorrect,” he added.
     Naimi, who went on to attend the 131st (Extraordinary) 
OPEC Conference in Beirut, said that as time goes on, the world 
would see that the oil market was balanced and there was no 
shortage, hence prices would stabilize.
     “Saudi Arabia, in co-operation with other producing countries 
within and outside OPEC, seeks to provide sufficient quantities 

by Lizette Kilian

S
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ADNOC records 10 per cent
reduction in flaring in 2003

Abu Dhabi — The Abu Dhabi National Oil Company 
(ADNOC) achieved a 10 per cent reduction in flaring levels 
and reduced air emissions by 6 per cent in 2003, the Secretary 
General of the Supreme Petroleum Council and CEO of AD-
NOC, Yousef Omair Bin Yousef, has announced.
     In his opening speech at a Health, Safety & Environment 
Awards ceremony on May 17, he said that “despite higher pro-
duction levels, ADNOC and its group of companies achieved 
an additional 10 per cent reduction in flaring levels and reduced 
air emission levels by 6 per cent.” 
     Highlighting ADNOC’s other main achievements last year, 
Yousef said that comprehensive systems were now in place to 
handle the waste associated with drilling operations and that 
risk assessment and management had become embedded in the 
operations of group’s companies. 
     He underlined that ADNOC and its subsidiaries were con-
sistently identifying the hazards and assessing the risks associated 
with their activities. 
     He noted that “in the midst of significant expansion activity, 
ADNOC recorded its lowest lost-time injury frequency ever,” 
adding that such a record was significantly better than the in-
dustry average and that seven of the group’s companies did not 
have any lost time injuries in 2003. 
     Abu Dhabi Gas Industries won the health award, the National 
Drilling Company took the safety award, while the Abu Dhabi 
Company for Onshore Oil Exploration received the environ-
ment award.

Kuwait and Venezuela sign
bilateral economic accord

Caracas — Venezuela’s Foreign Minister, Jesus Arnaldo Perez, 
and the Kuwaiti Ambassador to Venezuela, Yousef Al-Gabani, 
signed a bilateral economic accord earlier this month, aimed at 
strengthening the development of both countries.
     “This is the first economic bilateral accord that Kuwait has 
signed with Venezuela, which becomes the only country in South 
America that has signed conditions of economic exchange of 
this kind,” Al-Gabani said.
     He expressed hope “to continue activating commercial ex-
change, which is why this accord is considered of great importance, 
because it opens the way to promote investment between the two 
countries through the facilities obtained by the tax exemptions 
for businessmen.”
     For his part, the Venezuelan Foreign Minister thanked “the 
people of Kuwait for their gestures of co-operation with us. I 
announce that together with the Production and Commerce 
Ministry the possibility of creating a free trade area between 
the two countries, Members of OPEC, is being studied, given 
the importance of each one in the local and international sce-
nario.”

of crude oil to the market. We avoid the presence of supply 
that would lead to a market collapse,” he pointed out. 
     “Concerning prices, Saudi Arabia is seeking to maintain 
reasonable levels that realize the interests of producers and 
consumers alike and contribute to the growth of the global 
economy, especially the economies of developing countries, 
and generate suitable revenue for the oil industry to help more 
exploration and production to meet growing demand for oil,” 
he said, adding that Saudi Arabia is still committed to a $25/b 
price for crude oil.

Striking a balance
     “Contrary to what some believe, OPEC Countries cannot 
always control prices — the role of OPEC is confined to work-
ing towards striking a balance between supply and demand,” 
the Minister noted. 
     Prices were determined by mostly non-OPEC factors, in-
cluding non-OPEC production, prices of petroleum products 
in major markets, political developments in some producing 
countries, the behaviour of speculators and investment funds, 
natural disasters, and the weather, he explained.
     Naimi said that Saudi Arabia’s production was incompatible 
with its output capacity, adding that his country’s production 
this year is running at an average of more than 8m b/d, or 10 
per cent of global production, whereas it possesses 25 per cent 
of world’s oil reserves. 
     Arab countries, he added, currently produce around 21m 
b/d, or 26 per cent of global production, whereas they possess 
60 per cent of the world’s reserves.
     Naimi also said that world demand for oil would grow by 
1.5m b/d annually over the next few years, which means that 
Arab countries would be expected to produce 40–50m b/d 
by 2025, double their current level of production.
     In addition, he noted that the Kingdom was making progress 
towards its strategic goal of reducing its economic dependence 
on petroleum, and cited figures showing a reduction of the 
share of oil in gross national product from around 60 per cent 
30 years ago to about 35 per cent now.
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     He added that he hoped that Arab investors would find in 
Venezuela a place with possibilities of expansion and development 
for their business and said Venezuela will continue “working 
to expand co-operation and cultural, scientific, economic and 
commercial exchange with all Arab nations.”

PDVSA seeks $10 billion in
investment bank financing

Caracas — State oil corporation Petroleos de Venezuela 
(PDVSA) is seeking financing of $10 billion with different in-
stitutions, among them Japanese, Chinese and US investment 
banks, within the framework of its 2004–2009 investment plan, 
the state news agency Venpres has reported.
     Venpres quoted PDVSA’s Principal Director, Nelson Mar-
tinez, as saying that the plan involves investments totalling some 
$37bn.
     “The Japanese banks and other financial institutions have 
joined in the interest to finance our projects. We are looking 
at other banks — there are projects such as Sinovensa for the 
Orimulsion production module where probably Chinese banks 
would be interested, while North American banks would also 
have interest at a certain point,” he said.
     Martinez noted that negotiations are well advanced with 
Japanese banks and there is talk of some $3bn in financing. He 
also said that PDVSA would disburse some $27bn of the total 
$37bn 2004–2009 investment plan. 
     In the gas sector, the plan included some $4.5bn to cover 
the Central Western Interconnection (ICO) and Anaco gas 
projects and other ventures to transport gas from Barbacoa to 
Margarita.
     “We are also talking about the Jose 250 project that includes 
the expansion of the extraction and fractioning of gas. We are 
going to take the total of fractioning from 150,000 barrels to 
about 250,000 b, in addition to the participation in the Deltana 
Platform projects,” he added. 
     Martinez noted that in the case of the Mariscal Sucre gas 
project, an agreement is being completed to set up a joint venture 
with Royal Dutch/Shell and Japan’s Mitsubishi.

European oil firms looking to
develop Libya’s oil resources

Brussels — Libya has issued an invitation to western oil firms 
to develop the country’s energy resources, it was announced 
earlier this month. 
     Libya has an estimated 35 billion barrels of oil reserves, but 
only a quarter of the country has been explored for oil. Officials 
from the National Oil Corporation (NOC) have estimated that 
the country would need around $30bn of investment over the 
next decade to modernize the petroleum sector. 
     The NOC is to hold an auction this summer for licences to 
operate eight oil and gas blocks. The UK Trade and Investment 

Office, which is part of the Department of Trade and Industry, 
has led a trade mission to the country.
     The mission focused on how to help Libya develop its tourist 
industry, ports and roads. The engineering group WS Atkins, 
which has signed a contract to help develop a luxury coastal 
resort in Libya, security firm Olive Securities, consultancy firm 
Control Risk Group, and water group Hyder were among the 
17 UK firms taking part. 
     At the end of June, the UK Trade and Investment Office is 
organizing a separate trade mission to Libya for the oil and gas 
industry. So far, 24 British companies have signed up. According 
to UK government figures, bilateral trade with Libya in 2003 
stood at £443 million, with the UK a net exporter, mostly of 
oil-related products.

Saudi petrochemicals firm
plans to float shares in UAE

Abu Dhabi — A major Saudi petrochemicals company is 
planning to float $80 million worth of shares to private investors 
in the Kingdom, the United Arab Emirates (UAE) and other 
Gulf Co-operation Council (GCC) states, it was announced 
earlier this month.
     “The Sahara Petrochemicals Company (SPC), the Kingdom’s 
first major private chemicals venture, has already raised the bulk 
of funds for its planned capital of $400m and intends to invite 
private investors from all GCC countries,” according to a press 
statement.
     The Riyadh-based industrial giant, Al Zamil, one of the 
biggest private manufacturing groups in the Middle East, has 
just created SPC, which already has plans to invest in two major 
petrochemicals projects in Jubail industrial city.
     The first project will produce polypropylene, while the sec-
ond will establish an ethylene complex, in collaboration with 
local and international partners. SPC targets total petrochemical 
investment of nearly $2.13 billion.
     Dealers in Saudi Arabia said around $266.6m had already 
been raised by shareholders for SPC, while $53.3m would be 
raised through funds and other investors. The remaining shares 
are to be sold to the public in the Kingdom, the UAE and the 
four other GCC countries. 
     “Six million shares with a face value of 50 riyals each will be 
sold to Saudis in the Kingdom and nationals in the other GCC 
states,” Al Zamil said in a statement after the share issue was 
approved by the Saudi Arabian Monetary Agency (SAMA), the 
country’s central bank.
     The public offering will be managed by the Riyadh-based 
Consulting Centre for Finance and Investment, of which Abdul 
Rahman Al Zamil is President.
     Saudi Arabia is gradually opening up its upstream oil sector 
to private investment within overall reforms intended to offset 
volatile oil prices and stimulate its economy.
     The Kingdom is already one of the biggest petrochemical 
producers, with its giant government-controlled SABIC produc-
ing nearly five per cent of the world’s total petrochemical output.
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     The share is set to surge in the coming period as the com-
pany has plans to lift its petrochemicals, petroleum products, 
and other supplies from around 42m tonnes last year to 45m t 
in 2004 and 60m t in 2008.
     Strong oil prices boosted the Kingdom’s petrochemicals 
income to its highest ever level last year of nearly $1.78bn, 
compared with $757m in 2002. Profits are expected to remain 
high this year due to strong crude prices and expansion projects, 
which are part of its economic diversification programme.

Qatar’s RasGas signs service
deal with GE Energy

Doha — Qatari firm RasGas has signed a long-term service 
agreement (LTSA) with US-based GE Energy to monitor the 
condition of new and existing gas export pipelines and carry 
out other integrity management services, it was announced 
last month.
     The agreement for the provision of pipeline integrity man-
agement services will be executed by PII Pipeline Solutions, a 
member of the GE Energy, Oil and Gas group of companies. 
The six-year accord was inked by RasGas Managing Direc-
tor, Jerry Wolahan, and PII’s Global General Manager, Mike 
Simmons.
     “The LTSA opens a long-term relationship for RasGas with 
an industry expert to closely monitor the health of the new 
and existing export pipelines, and to carry out timely and cost-
effective integrity management services,” a RasGas spokesman 
said.
     He added that with the commissioning of a 38-inch, 100-
km pipeline to transport natural gas from the RasGas offshore 
production facilities to its third production train in January 
2004, the company entered a new era of wet gas export pipeline 
operations in the country.
     RasGas Asset Manager (Offshore), Brant Edwards, said that 
the company’s relationship with an experienced pipeline service 
provider such as GE Energy’s PII would provide an opportunity 
for optimization of maintenance costs through risk-based inspec-
tion techniques.
     The new agreement, he said, would improve the reliability of 
pipeline operations, while enhancing the availability of pipelines 
for gas transportation needs.

Iran to export natural gas
to its northern neighbours

Tehran — The Iranian Ministry of Petroleum has informed the 
neighbouring nations of the former Soviet Union that it is ready 
provide them with natural gas, it was announced last month.
     “Iran’s natural gas exports to Azerbaijan, Armenia and other 
republics of the former USSR will boost economic co-operation 
and bolster ties,” said the Deputy Minister of Oil for Caspian 
oil and gas affairs, Hamdollah Mohammad Nejad.

     “We have been engaged in talks for laying a pipeline for the 
transfer of gas from Iran to Azerbaijan and Armenia for more 
than a decade,” Mohammad Nejad was quoted as saying by the 
Petroenergy Information Network.
     “The Ministry of Petroleum focuses on natural gas exports 
to the neighbours that have burgeoning markets. Therefore, 
we have agreed to export natural gas to our neighbours in the 
north,” he said. 
     Iran and Armenia have already ratified a gas pipeline con-
struction project worth $5 billion. The pipeline will carry gas 
from Iran to Armenia, via Georgian territory.
     Under this project, Iran intends to pump natural gas not 
only to Armenia, but also to the European market. The pipe-
line will run to the Black Sea, Ukraine and further to Europe. 
In addition, Armenia will be able to get energy supplies from 
alternative sources. 
     Regarding Azerbaijan, the Deputy Minister said: “We 
have called on the Republic of Azerbaijan to dispatch a delega-
tion for finalization of an accord, but they have so far turned 
a blind eye.
     “Everything depends on the Azeri Republic. The Ministry 
of Petroleum is ready to supply Nakhichevan with natural gas,” 
he added. 

Algeria’s Sonatrach announces
gas find in Timimoun basin

Algiers — Algerian state oil and gas company Sonatrach has 
announced a gas discovery in the Timimoun basin, in the south-
west of the country. 
     According to a company statement, the exploration well was 
located in the research area of Hassi Mouina, and was the first 
drilling activity in the region.
     It said initial tests produced a flow rate of about 170,000 
cubic metres/day of natural gas. The statement qualified the 
discovery, which was the fourth made this year by Sonatrach, 
as “relatively important”.
     The statement added that Sonatrach is set to relaunch ex-
ploration activities in the region, which is still considered to be 
under-explored, compared with the south-eastern areas of the 
country.
     Separately, the Algerian Energy and Mines Minister, Dr 
Chakib Khelil, has announced that the country’s draft law on 
hydrocarbons — which has been frozen since last year — would 
be resubmitted to parliament for approval.
     Khelil told reporters at the end of the Second Conference on 
Gas Flaring Reduction that the bill featured in Algeria’s new gov-
ernment programme. The programme, which has been adopted 
by the Council of Ministers, is to be examined by parliament.
     However, Khelil did not disclose whether the text of the draft 
was left unchanged, or modified to remove previous obstacles, 
including observations made by the trade unions.
     Renewed consideration of the draft is now expected, follow-
ing the re-election of Algerian President Abdelaziz Bouteflika, 
an advocate of the liberalization of the energy sector.
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     Prime Minister Ahmed Ouyahya was recently quoted as say-
ing that that the new law on hydrocarbons would be a priority 
for his government.
     He added that the energy sector was considered extremely 
important, and it was essential to accelerate reforms aimed 
at liberalizing it, hastening the advent of a real market 
economy.

Saudi Arabia, Sumitomo sign
deal to develop Rabigh refinery 

Jeddah — Saudi Aramco has signed a memorandum of un-
derstanding with the Sumitomo Chemical Group to develop the 
Rabigh refinery into a world-class petrochemical complex.
     At the signing ceremony, Saudi Aramco’s President and Chief 
Executive Officer, Abdallah S Jum’ah, said: “The bedrock of 
this agreement is the development of our Rabigh refinery into 
a world-class integrated refining and petrochemical complex.
     “This will be the largest such facility ever built at a single stroke, 
and continues Saudi Aramco’s tradition of developing, implement-
ing and operating massive industrial mega-projects,” he added.
     “We believe we can learn much from our partnership with 
Sumitomo, even as Saudi Aramco makes its own unique contri-
butions to this joint-venture enterprise. Japan has long been an 
important market for us, as well as one of our principal suppliers 
of specialized goods and services,” noted Jum’ah.
     “Our agreement also underscores the Kingdom’s favourable 
investment climate, and the competitive advantages Saudi Arabia 
enjoys in the petrochemical sector.
     “The combination of abundant raw materials, wise economic 
policies, a strong fiscal framework, economies of scale and grow-
ing demand all serve to make the Kingdom a choice destination 
for foreign and domestic direct investment,” he added.
     “Saudi Aramco has entered into a series of joint-venture 
agreements with some of the world’s foremost international 
petroleum enterprises.
     The agreement with Sumitomo, an acknowledged leader in 
the petrochemical sector, adds an important new dimension to our 
joint venture portfolio, and is yet another signal that Saudi Arabia is 

open for business to the serious, far-sighted investor,” Jum’ah said.
     A statement released by Saudi Aramco said: “It is hoped that 
Rabigh will become an increasingly prominent and important 
centre of economic development and diversification in the King-
dom, joining Jubail and Yanbu as regional petrochemical hubs 
and platforms for greater prosperity for the citizens of Saudi 
Arabia.”
     Sumitomo enjoys a leadership position in the petrochemical 
industry, and for its research and development activities, its ap-
plication of advanced technology, and its innovative approach 
to the petrochemical business. 

Kuwait and Qatar look at
gas transfer by ship

Kuwait — Kuwait and Qatar have looked at the possibility of 
using sea transport, instead of pipelines, to provide Kuwait with 
Qatari natural gas, it was announced last month.
     The talks were held between the Kuwaiti Minister of Energy, 
Sheikh Ahmad Fahad Al-Ahmad Al-Sabah, and the Qatari Sec-
ond Deputy Prime Minister and Minister of Energy & Industry, 
Abdullah bin Hamad Al Attiyah.
     Following the meeting, attended by a joint work team, in 
addition to representatives from US major ExxonMobil, Sheikh 
Ahmed said that more than one proposal had been offered to 
find a substitute to transporting Qatari gas to Kuwait.
     He added that a joint technical committee would soon take 
a decision in this respect. Sheikh Ahmed said that transporting 
gas via pipeline was the cheaper option, but they had found 
difficulties in getting the required licences.
     This, he said, meant that they had looked for another solu-
tion, as Kuwait’s production of gas only covers 20–30 per cent 
of its needs. He pointed out that the two sides had discussed 
bilateral co-operation, particularly in building joint industrial 
projects in the petrochemicals sector.
     Al Attiyah said that state oil and gas firm Qatar Petroleum 
and Exxon’s Qatari unit had submitted an offer to transfer gas 
to Kuwait by ship, and that the joint technical team studying 
the offer hoped to finish its studies soon.

 A P P O I N T M E N T S

HRH Prince Abdul Aziz ibn Salman
named Assistant Minister

Jeddah — Under-Secretary at the Ministry of Petroleum and Mineral Resources, HRH Prince 
Abdul Aziz ibn Salman, has been promoted to the post of Assistant Minister of Petroleum and 
Mineral Resources for Petroleum Affairs on May 24, according to Arab News.
     The Custodian of the Two Holy Mosques, King Fahd, said in a royal decree that the ap-
pointment was made on the recommendation of Crown Prince Abdullah, the report stated.
     Prince Abdul Aziz ibn Salman joined the Ministry in 1987 as an Adviser to the Minister 
of Petroleum and Mineral Resources after obtaining a MBA from King Fahd University of 
Petroleum and Minerals. He is a specialist in oil technology and economics.
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The 3rd Meeting of Deputy Ministers of Petroleum/
Energy on Long-Term Strategy was held at the OPEC 
Secretariat, Vienna, Austria, April 1, 2004.

A Brainstorming Meeting on Co-operation in Research 
and Development was held at the OPEC Secretariat, 
Vienna Austria, April 14–16, 2004.

The 5th (Annual) Multi-Disciplinary Training Course 
for Member Countries’ Trainees (MDTC) was held 
at the OPEC Secretariat, Vienna Austria, April 
26–30, 2004.

Secretariat missions

An OPEC/IEA Workshop was organized by the 
International Energy Agency and held in Paris, 
France, April 28, 2004.

A visit to meet IEA officials dealing with their 
Monthly Oil Market Report, took place in Paris, 
France, April 28–29, 2004.

The Presentation of the quarterly forecast of the Na-
tional Institute of Economic and Social Research, 

was held at the NIESR in London, UK, April 
28–30, 2004.

The 5th International Oil Summit, was organized 
by the Institut Français du Pétrole (IFP) and held 
in Paris, France, April 29, 2004.

Forthcoming OPEC Meetings

The 50th Meeting of the Ministerial Monitoring 
Sub-Committee will take place in Vienna, Austria, 
July 20, 2004.

The 132nd (Extraordinary) Meeting of the Confer-
ence will take place in Vienna, Austria, July 21, 
2004.

The 51st Meeting of the Ministerial Monitoring 
Sub-Committee will take place in Vienna, Austria, 
September 14, 2004.

The 133rd Meeting of the Conference will take place 
in Vienna, Austria, September 15, 2004.

The OPEC International Seminar entitled: Petro-
leum in an Interdependent World, will take place in 
Vienna, Austria, September 16–17, 2004. 
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News from the OPEC Fund

Following are some additional details on specific 
interventions planned under the Global Initia-
tive on HIV/AIDS:

    In Asia and the Pacific: strengthening 
of human and technical capacities needed 
to implement national AIDS strategies, em-
powering key stakeholders and local leaders.
    In the Middle East and North Africa: pro-

motion of critical country-level public, private 
and civil society partnership in scaling up HIV 
prevention activities.
    In Latin American and the Caribbean: 

greater involvement of people living with HIV/
AIDS to develop positive attitudes to reduce 
stigma and discrimination associated with HIV. 
In particular, the regional network of women 
living with HIV/AIDS will be strengthened.
      For more information, please contact 
Dominique De Santis, UNAIDS, Gene-
va, tel. +41 22 791 4509, or Sam Ifeagwu, 
OPEC Fund for International Development, 
tel. +43 1 51 56 4/0. For more information 
about UNAIDS, please visit www.unaids.org; 
and for information about the OPEC Fund, 
www.opecfund.org.

OPEC Fund and UNAIDS sign 
global initiative to fight AIDS

The heads of the OPEC Fund for Interna-
tional Development and the Joint United 
Nations Programme on HIV/AIDS (UN-
AIDS) have signed a Global Initiative on 
HIV/AIDS to scale up the AIDS response 
in 14 targeted countries in three regions. 
The initiative will receive a $4 million grant 
from the OPEC Fund and UNAIDS will 
match the amount through in kind con-
tributions.
      Over 20 years into the epidemic, AIDS 
continues to ravage developing countries, 
depriving them of the resources and ca-
pacities on which human security and de-
velopment depend. “The evidence is un-
deniable,” said the Director-General of the 
OPEC Fund, Suleiman Jasir Al-Herbish. 
“More resources need be raised by the in-
ternational community to fight this disease 
and stop the erosion of progress made over 
several decades of development work,” he 
added.
      “We strongly welcome the collaboration 
with the OPEC Fund announced today,” 
said UNAIDS Executive Director, Dr Peter 
Piot. “AIDS is one of the greatest challenges 
of our era. The ongoing commitment of the 
OPEC Fund will help us provide urgently 
needed assistance to scale up the AIDS re-
sponse in the 14 target countries.”
      The two-year OPEC Fund/UNAIDS 
initiative will strengthen leadership and ac-
tion in 14 countries in the Middle East and 
North Africa, Asia Pacific, Latin America 
and the Caribbean.1

      Aimed at mobilizing greater political 
commitment to scale up the fight against 
AIDS, the partnership will focus on three 
main areas: national capacities and leader-
ship, partnership with public, private and 
civil society, and women and HIV/AIDS. 
Recognizing the fact that HIV/AIDS knows 
no borders, the initiative also expects to ad-
dress sub-regional challenges that increase 
the risk of HIV, such as migration and re-
gional conflict.
      Overall, the two-year initiative is ex-
pected to reduce HIV transmission in the 
targeted countries; ensure greater access to 
HIV prevention, care and support servic-

es; mobilize greater leadership support; and 
strengthen national AIDS responses.
      The OPEC Fund has been contribut-
ing to the global fight against AIDS over the 
past three years by working closely with sev-
eral other institutions, including the World 
Health Organization, the International Fed-
eration of Red Cross and Red Crescent So-
cieties, the United Nations Population Fund 
and the United Nations Economic Com-
mission for Africa.
      UNAIDS is the main advocate for 
global action on the epidemic. It brings 
together the efforts and resources of nine 
UN system organizations to prevent new 
HIV infections, care for those already in-
fected, and mitigate the impact of the epi-
demic.

HIV/AIDS patients show anti-retroviral drugs being distributed.
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1. The 14 countries are: Bangladesh, Cuba, 
Egypt, Ethiopia, Haiti, Jamaica, Jordan, 
Mauritania, Mali, Nicaragua, Pakistan, 
Tunisia, the Philippines and Thailand. 
The regional interventions are expected to 
indirectly benefit another 19 countries.
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terventions. Mrs Mauerstein-Bail quot-
ed the former Mayor of Abidjan and 
first coordinator of the Alliance who 
said to donors: “When we will over-
come this threat to our survival, we will 
remember you because you have seen us 
through the loss of a father, a brother, a 
relative.” Mrs Mauerstein-Bail empha-
sized the importance of solidarity and of 
giving hope to orphans and vulnerable 
young people. She pledged to ensure 
that the Namibia project is implement-
ed with dedication and commitment.
     Namibia is one of the sub-Saharan 
African countries most affected by the 
HIV/AIDS epidemic. It suffers high 
HIV-prevalence and a high incidence 
of orphaned children and vulnerable 
young people. Al-Herbish said that the 
Fund grant was only a token of the in-
stitution’s sympathy with Namibia. He 
also confirmed that the grant agreement 
with UN-AMICAALL is yet another 
association of minds and resources in 
the fight against HIV/AIDS.

Loans signed

Fund extends nine loans 
worth $87 million

Eight agreements for public sector 
loans totaling $83 million were signed 
between the OPEC Fund for Interna-
tional Development and eight develop-
ing countries in Africa and Asia. The 
financing was extended to Cape Verde, 
Egypt, Ethiopia, Ghana, Madagascar, 
Malawi, Myanmar and Turkey in sup-
port of public sector projects in the ag-
riculture, energy, health, multi-sectoral 
and transportation sectors. In addition, 
through the Fund’s private sector win-
dow, an agreement for a line of credit 
worth €4 million was concluded with 
Tunisie Leasing.
     All eight public sector projects 
will be co-financed by the concerned 
governments and by a number of in-
ternational development institutions, 
including OPEC aid agencies such as 
the Arab Bank for Economic Develop-
ment in Africa and the Saudi Fund for 
Development. Other contributors in-

May 2004

Grants approved

Fund and UN-AMICAALL sign 
agreement to reduce HIV/AIDS
impact on Namibian youth

The OPEC Fund for International De-
velopment and the UN-AMICAALL, 
the United Nations Partnership Pro-
gramme supporting an Alliance of 
Mayors and Municipal Leaders on 
HIV/AIDS in Africa, have signed an 
agreement governing a Fund grant of 
$250,000 to help youth and orphaned, 
vulnerable children affected by HIV/
AIDS in Namibia. The agreement was 
signed at the Fund’s premises by the Di-
rector-General of the Fund, Suleiman 
Jasir Al-Herbish, and the Director, UN-
AMICAALL, Mrs Mina Mauerstein-
Bail. The allocation is drawn from the 
OPEC Fund’s Special Grant Account 
for HIV/AIDS Operations.
     Since 1998, AMICAALL-Namibia 
has been working to expand a multi-
sectoral response to the HIV/AIDS epi-
demic in the country. Under the project 
supported by this grant, AMICAALL 
will implement interventions offering 
vocational training, youth development 
activities and work opportunities to or-
phaned and vulnerable young people. 
The UN-AMICAALL Partnership Pro-
gramme, based in Geneva, Switzerland, 
provides AMICAALL with policy guid-
ance and financial support.
     At the signature ceremony, Al-Her-
bish recalled the efforts of the OPEC 
Fund so far in the global campaign 
against HIV/AIDS. He said the Fund 
had been involved in HIV/AIDS in-
terventions since 2001, working in 
co-operation with agencies such as the 
World Health Organization, the UN 
Population Fund and the International 
Federation of Red Cross and Red Cres-
cent Societies. Only recently, the Fund 
also entered into partnership with UN-
AIDS, the United Nations Joint Pro-
gramme on HIV/AIDS, which is the 
world’s lead advocate on HIV/AIDS in-

clude the African Development Bank, 
the International Fund for Agricultur-
al Development, BNP Paribas and the 
European Investment Bank.
     The majority of the OPEC Fund 
project loans carry interest at rates 
of one per cent for the low-income 
countries, while the loans to middle-
income countries Cape Verde, Egypt 
and Turkey bear interest rates ranging 
from 2.25 per cent to three per cent. 
All loans have a maturity of 20 years, 
including a grace period of five years.

Cape Verde.
Amount: $6.1m.
Project: Health centres.
Interest rate: 2.25 per cent per an-
num.
Executing agency: Ministry of In-
frastructure and Transport, Ministry 
of Health.
Total cost: $6.764m.
Co-financier: Government of Cape 
Verde.
The OPEC Fund will help finance 
the construction of new health cen-
tres and rehabilitation of an existing 
one in five municipalities. The project 
will replace four existing health clinics 
with new, up-to-date facilities on the 
islands of Boa Vista, Maio, Fogo and 
Santiago. Each will be around 1,500 
sq m in size and built on sites that 
can accommodate future expansion. 
The clinics will provide round-the-
clock emergency services, preventa-
tive and curative care, and be able to 
accommodate in-patients. Appropri-
ate equipment, supplies and furniture 
will also be purchased. Additionally, a 
medical centre on Santiago Island will 
be extensively rehabilitated. The new 
facilities are expected to directly ben-
efit at least 80,000 people through the 
provision of accessible and affordable 
health care. 

Egypt.
Amount: $20m.
Project: Cairo North (II) power 
plant.
Interest rate: Three per cent per annum.
Executing agency: Egyptian Electric 
Holding Company.
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Total cost: $237.53m.
Co-financiers: BNP Paribas; Euro-
pean Investment Bank; Government 
of Egypt.
The OPEC Fund loan will help finance 
re-commissioning of the Cairo North 
Power Plant. Project start-up activities 
began in 2002, and plans are to have 
the new combined cycle power plant 
with a 750 mw generation capacity fully 
commissioned by 2007. The following 
works will be carried out: procurement/
installation of two gas turbine generator 
units; 10 power transformers of vary-
ing voltage; one steam turbine genera-
tor unit with related instrumentation 
and control systems and two heat re-
covery steam generators. In addition, a 
water treatment system and wastewater 
treatment plant will be built, and all re-
lated mechanical and electrical works 
completed. The Fund’s loan will spe-
cifically co-finance the implementation 
of the steam turbine package. 

Ethiopia.
Amount: $15m.
Project: Azezo-Metema Road.
Interest rate: One per cent per annum.
Executing agency: Ethiopian Roads 
Authority.
Total cost: $54.12m.
Co-financiers: BADEA; Saudi Fund 
for Development; Goverment of Ethi-
opia.
The OPEC Fund loan will help finance 
the rehabilitation of the Azezo-Metema 
road. Ethiopia’s poor road transport in-
frastructure has been a major obstacle 
in the country’s socio-economic devel-
opment, and jeopardizes food security 
as the movement of agricultural goods 
is slow and expensive. Road density is 
among the lowest in Africa, and it is es-
timated that around three-quarters of 
the population must travel for more 
than half a day to simply reach a road. 
Situated in the north-west is the Azezo-
Metema stretch that provides an impor-
tant trade link to the Sudan, and makes 
up part of the Trans African Highway 
Network that runs from Cairo, Egypt 
to Cape Town, South Africa. Under the 
present scheme, the 180 km long road 
will be resurfaced to asphalt standard, 

drainage structures installed, and safety 
features such as road signs and markings 
provided. The surrounding population 
will be able to enjoy improved access to 
social services, and less expensive trans-
port of inputs and produce. Through-
out the project’s implementation, thou-
sands of unskilled workers will be hired, 
which will provide a welcome source of 
income for many families.

Ghana.
Amount: $7m.
Project: Second poverty reduction.
Interest rate: One per cent per annum.
Executing agency: Ghana Poverty 
Reduction Project/Social Investment 
Fund.
Total cost: $9.9m.
Co-financiers: Beneficiaries; Govern-
ment of Ghana.
The OPEC Fund loan will help fi-
nance the ongoing activities of the 
country’s Social Investment Fund 
(SIF), a development initiative con-
ceived within the framework of the 
government’s national poverty allevia-
tion programme. Phase I, which was 
also co-financed by the OPEC Fund, 
carried out sub-projects in the areas of 
water supply and sanitation, education, 
health and rural roads. Phase II will be 
carried out initially in 35 districts that 
were added to the original SIF pro-
gram in 2003. A community outreach 
and project monitoring component 
will co-finance workshops, meetings 
and training organized at community, 
district and central government lev-
els to educate potential beneficiaries 
and devise approaches for improving 
project activities. The SIF will support 
sub-projects that have been proposed 
by the beneficiary communities, plac-
ing a strong emphasis on those iden-
tified by women. Some will focus on 
infrastructure development such as the 
construction or rehabilitation of roads, 
health centres, schools and water supply 
systems, while others will establish re-
volving credit programs for on-lending 
to the poor. Another component will 
support capacity building to strength-
en existing community organizations, 
NGOs, micro-finance institutions and 

local government administrations. At 
least 100,000 people will benefit direct-
ly from the SIF sub-projects through 
improved economic infrastructure and 
increased access to social services. Of 
this number, some 10,000 will also ben-
efit as recipients of micro-credit loans 
and around 5,200 will secure sustain-
able employment.

Madagascar.
Amount: $7.7m.
Project: Rural income promotion.
Interest rate: One per cent per annum.
Executing agency: Ministry of Agricul-
ture, Livestock and Fisheries.
Total cost: $28.25m.
Co-financiers: IFAD; Beneficiaries; 
Government of Madagascar.
The OPEC Fund loan will help fi-
nance a multi-faceted project that 
aims at boosting small farmers’ in-
comes and insuring food security in 
one of the country’s most impover-
ished provinces. The project will un-
dertake institutional strengthening and 
capacity building measures across pro-
ducer’s groups, commercial operators, 
local governance organizations and ru-
ral finance institutions in 25 identified 
‘development areas’ in Toamasima. In 
addition, infrastructure such as roads, 
irrigation schemes and small planta-
tions will be rehabilitated. Support 
will be extended to microfinance in-
stitutions in order to lift constraints that 
smallholders often face when applying 
for financial assistance. Small farmers 
will also be able to participate in literacy 
classes and agricultural advisory serv-
ices. In order to facilitate rural popu-
lations’ access to market places, some 
25 market centres will be established, 
each varying in purpose and including 
collection centres for crops, agricultur-
al processing centres and village grana-
ries. Once completed, it is anticipated 
that the project will help improve liv-
ing standards for some 30,000 families. 
Additionally, owing to the network of 
rural roads to be constructed under the 
project, surrounding communities will 
also be able to enjoy access to essential 
social services such as schools, health fa-
cilities and potable water supplies. 
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nities themselves. The CCI Fund will 
also allocate a one-time, low-interest 
seed capital loan to each cooperative, 
which will be used to cover invest-
ments in areas such as crop and live-
stock production/processing and mar-
keting. The project will also promote 
agricultural development through the 
transference of simple, low-cost tech-
nologies to enhance crop production, 
raise household incomes and boost food 
security. Farmers who learn these new 
skills will act as ‘consultants’ for train-
ing farmers in other villages. Technol-
ogy packages will also be devised for 
livestock production-related activities. 
Also envisaged is the formation of 250 
groups who will receive training in 
milk and honey processing, with the 
necessary equipment purchased via the 
CCI Fund.

Tunisia.
Line of credit: 4m.
An agreement for a €4 million line of 
credit was signed between the OPEC 
Fund and Tunisie Leasing, the leading 
leasing company in Tunisia. Founded 
in 1984, Tunisie Leasing leases vehicles, 
equipment and property to professional 
and corporate clients. This line of cred-
it will enable the company to meet its 
clients’ longer-term financing needs. 
It will also support an industrial sec-
tor modernization programme, which 
Tunisia is implementing in response 
to the increased competition resulting 
from the Association Agreement with 
the European Union. This represents the 
first private sector loan agreement signed 
between the OPEC Fund and Tunisia, 
although the Fund has been involved 
in development activities in support of 
the country’s public sector for over two 
decades.

largely focus on the development of oil 
palm and four oilseed crops: sesame, 
groundnut, sunflower and soybean. 
Works will include upgrading labora-
tories and seed harvesting and cleaning 
facilities; building seed conditioning 
plants and storage areas; establishing 
workshops and carrying out on-farm 
visits; and offering farmers postgradu-
ate training. A seed capital fund will 
also be created. Another component 
will help boost the efficiency of exist-
ing processing technologies through the 
construction of new solvent extraction 
plants capable of processing 100-150 
tons of seeds per day. In addition, a new 
palm oil mill will be built in Dawei and 
the production capacity of a seed refin-
ery in Yangon increased from 15 to 50 
tons per day. Technical assistance will 
also be provided to palm oil manufac-
turers to improve the efficiency of their 
processing equipment.

Turkey.
Amount: $9.9m.
Project: Sivas-Erzincan development.
Interest rate: Three per cent per annum.
Executing agency: Ministry of Agri-
culture and Rural Affairs.
Total cost: $30.04m.
Co-financiers: IFAD; Beneficiaries; 
Government of Turkey.
The OPEC Fund loan will help finance 
a multi-pronged rural development 
scheme. Aims of the project are to in-
crease incomes and boost food security, 
while promoting the sustainable man-
agement of natural resources, among 
the rural poor in the provinces of Sivas 
and Erzincan. The initiative will tar-
get some 50,000 people spread across 
200 villages who rely on agriculture for 
their livelihoods. The project will carry 
out activities ranging from the creation 
of training projects and the provision 
of technical assistance to cooperatives 
and producer groups, to the planting of 
trees and fodder plants and the building 
of water harvesting structures. OPEC 
Fund loan proceeds will specifically co-
finance the setting up of a Community 
and Cooperative Initiatives (CCI) Fund 
that will support viable socio-economic 
projects put forward by the commu-

Malawi.
Amount: $5m.
Project: Roads rehabilitation and up-
grading in Karonga and Chitipa dis-
tricts.
Interest rate: One per cent per annum.
Executing agency: National Roads 
Authority.
Total cost: $27m.
Co-financiers: AfDB; Goverment of 
Malawi.
The OPEC Fund will help finance 
rehabilitation of the Karonga-Lufilya 
road corridor in the north, a strategi-
cally important east-west link to the 
Tanzanian and Zambian borders. The 
Karonga-Lufilya road runs through rich 
agricultural areas, of which only around 
half is cultivated due primarily to the 
worn condition of this gravel stretch, 
which becomes easily flooded during 
the rainy season and hinders the move-
ment of inputs and produce. As a result, 
transport efficiency has become limit-
ed, compromising livelihoods and leav-
ing many isolated. Under the project, 
these shortfalls will be addressed by 
upgrading the 46 km long road to bi-
tumen standard. Drainage structures 
and bridges will be built and roadside 
safety devices installed. In addition, 
five rural secondary and tertiary roads, 
which total 200 km and lie adjacent 
to the Karonga-Lufilya stretch, will be 
re-graded and re-shaped. Culverts will 
be repaired and replaced where needed. 
Once completed, the project will ben-
efit both urban and rural populations 
by facilitating the international and in-
terregional exchange of goods.

Myanmar.
Amount: $12.3m.
Project: Oilcrops development.
Interest rate: One per cent per annum.
Executing agency: Ministry of Agri-
culture and Education.
Total cost: $15m.
Co-financiers: Government of My-
anmar.
The OPEC Fund loan will co-finance a 
project aimed at improving the efficien-
cy of oilseed production and processing 
in order to boost food security and in-
crease rural incomes. The project will 

OPEC Fund for International 
Development, Parkring 8, PO Box 
995, 1011 Vienna, Austria. Tel: 
+43 1 515640; fax: +43 1 513 
9238; cable: opecfund; e-mail: 
info@opecfund.org; Web site: www. 
opecfund.org.
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Forthcoming events

Bagshot, Surrey, UK, June 30–July 1, 2004, 
24th Executive retreat meeting, chaired by HE 
Sheikh Zaki Yamani: Oil reserves, geopolitics 
and the price of oil. Details: Centre for Global 
Energy Studies, Jenni Wilson. Tel: +44 (0)20 
7309 3610/12; fax: +44 (0)20 72354338/
5038; e-mail: marketing@cges.co.uk; Web 
site: www.cges.co.uk.

Cape Town, South Africa, June 30–July 1, 
2004, Sand control and management for the 
African oil and gas industry. Details: IQPC, 
Private Bag X174, Bryanston, South Africa, 
2021. Tel: +27 11 669 5000; fax: +27 11 
669 5069; e-mail: registration@iqpc.co.za; 
Web site: www.iqpc.co.za.

Perth, Australia, July 5–6, 2004, Bangkok, 
Thailand, July 8–9, 2004, Fundamentals 
of LNG. Details: Conference Connection 
Administrators Pte Ltd, 105 Cecil Street 
#07-02 The Octagon, Singapore 069534. 
Tel: +65 6222 0230; fax: +65 6222 0121; 
e-mail: info@cconnection.org; Web site: 
www.cconnection.org.

Phuket, Thailand, July 18–21, 2004, Coiled 
tubing technology — right solution for the 
right problem? Details: Society of Petroleum 
Engineers, PO Box 833836, Richardson, TX 
75083-3836, USA. Tel: +1 972 952 9393; fax: 
+1 972 952 9435; e-mail: spedal@spe.org; Web 
site: www.spe.org.

Houston, TX, USA, July 19–20, 2004, 
Contract risk management in upstream oil and 
gas. Details: IQPC, 150 Clove Road, PO Box 
401, Little Falls, NJ 07424-0401, USA. Tel: 
+1 973 256 0211; fax: +1 973 256 0205; e-
mail: enquire@oilandgasIQ.com; Web site: 
www.oilandgasiq.com/2266a.

Houston, TX, USA, July 21–22, 2004, 
Sand control and management US 2004. 
Details: IQPC, 150 Clove Road, PO Box 
401, Little Falls, NJ 07424-0401, USA. Tel: 
+1 973 256 0211; fax: +1 973 256 0205; e-
mail: enquire@oilandgasIQ.com; Web site: 
www.oilandgasiq.com.

Montgomery, TX, USA, July 21–22, 2004, 
Subsea well plug and abandonment. Details: So-
ciety of Petroleum Engineers, PO Box 833836, 
Richardson, TX 75083-3836, USA. Tel: +1 
972 952 9393; fax: +1 972 952 9435; e-mail: 
spedal@spe.org; Web site: www.spe.org.

Phuket, Thailand, July 22–25, 2004, Creat-
ing opportunities and value through expand-

able technology. Details: Society of Petroleum 
Engineers, PO Box 833836, Richardson, TX 
75083-3836, USA. Tel: +1 972 952 9393; fax: 
+1 972 952 9435; e-mail: spedal@spe.org; Web 
site: www.spe.org.

New Delhi, India, July 23, 2004, Workshop 
on Effect of harmonic pollution in electric power 
system and remedial measures. Details: Indi-
aCore Response Team, 114 B, Jaina Tower II, 
District Centre, Janak Puri, New Delhi 110 
058, India. Tel: +91 11 2554 2551; fax: +91 
11 5158 9329; e-mail: info@IndiaCore.com; 
Web site: www.indiacore.com.

Singapore, July 26–28, 2004, International 
oil trading and price risk management. Details: 
Conference Connection Administrators Pte 
Ltd, 105 Cecil Street #07-02 The Octagon, 
Singapore 069534. Tel: +65 6222 0230; fax: 
+65 6222 0121; e-mail: info@cconnection.org; 
Web site: www.cconnection.org.

Kuala Lumpur, Malaysia, July 27–28, 2004, 
Pipeline design, construction and installation. 
Details: IQPC, 1 Shenton Way #13–07, 
Singapore 068803. Tel: +65 6722 9388; fax: 
+65 6224 2515; e-mail: enquire@iqpc.com.sg; 
Web site: www.iqpc.com.sg/AS-669.

Kuala Lumpur, Malaysia, July 28–29, 2004, 
Waste minimisation and management for oil and 
gas. Details: IQPC, 1 Shenton Way #13–07, 
Singapore 068803. Tel: +65 6722 9388; fax: 
+65 6224 2515; e-mail: enquire@iqpc.com.sg; 
Web site: http://www.iqpc.com.sg/AS-670.

London, UK, July 28–29, 2004, Asset 
acquisition and divestiture in oil and gas. 
Details: IQPC Ltd, Anchor House, 15–19 
Britten Street, London SW3 3QL, UK. Tel: 
+44 (0)20 7368 9300; fax: +44 (0)20 7368 
9301; e-mail: enquire@iqpc.co.uk; Web site: 
www.oil&gasiq.com/2225a.

Sandton, Gauteng, South Africa, July 28–29, 
2004, Minerals and Petroleum Resources Devel-
opment Act (MPRDA) — in operation. Details: 
IQPC, Private Bag X174, Bryanston, South 
Africa, 2021. Tel: +27 11 669 5000; fax: +27 
11 669 5069; e-mail: registration@iqpc.co.za; 
Web site: www.iqpc.co.za.

Singapore, July 28–29, 2004, Project finance 
for the LNG supply chain. Details: IQPC, 1 
Shenton Way #13–07, Singapore 068803. 
Tel: +65 6722 9388; fax: +65 6224 2515; 
e-mail: enquire@iqpc.com.sg; Web site: 
www.iqpc.com.sg.

Singapore, July 29–30, 2004, Advanced 
price risk management. Details: Conference 
Connection Administrators Pte Ltd, 105 
Cecil Street #07-02 The Octagon, Singapore 
069534. Tel: +65 6222 0230; fax: +65 6222 
0121; e-mail: info@cconnection.org; Web site: 
www.cconnection.org.

Austin, TX, USA, July 28–30, 2004, Novel 
advances in tight gas completion and production 
technology II. Details: Society of Petroleum 
Engineers, PO Box 833836, Richardson, TX 
75083-3836, USA. Tel: +1 972 952 9393; fax: 
+1 972 952 9435; e-mail: spedal@spe.org; Web 
site: www.spe.org.

Stateline, Nevada, USA, August 2–3, 2004, 
Leading-edge drilling rigs. Details: Society 
of Petroleum Engineers, PO Box 833836, 
Richardson, TX 75083-3836, USA. Tel: +1 
972 952 9393; fax: +1 972 952 9435; e-mail: 
spedal@spe.org; Web site: www.spe.org.

Golden, Colorado, USA, August 8–10, 2004, 
Colloquium on petroleum engineering education. 
Details: Society of Petroleum Engineers, PO 
Box 833836, Richardson, TX 75083-3836, 
USA. Tel: +1 972 952 9393; fax: +1 972 952 
9435; e-mail: spedal@spe.org; www.spe.org.

Rio de Janeiro, Brazil, August 15–18, 2004, 
international seminar on Oil field water 
management — Brazil section. Details: Soci-
ety of Petroleum Engineers, PO Box 833836, 
Richardson, TX 75083-3836, USA. Tel: +1 
972 952 9393; fax: +1 972 952 9435; e-mail: 
spedal@spe.org; Web site: www.spe.org.

Singapore, August 19–20, 2004, Successful 
strategies for handling and avoiding bunkering 
disputes. Details: Conference Connection 
Administrators Pte Ltd, 105 Cecil Street 
#07-02 The Octagon, Singapore 069534. 
Tel: +65 6222 0230; fax: +65 6222 0121; 
e-mail: info@cconnection.org; Web site: 
www.cconnection.org.

Abuja, Nigeria
August 2–4, 2004

Nigeria Annual International 
Conference and Exhibition

Details: Society of Petroleum Engineers
            PO Box 833836, Richardson
            TX 75083-3836, USA
            Tel: +1 972 952 9393
            Fax: +1 972 952 9435
            E-mail: spedal@spe.org
            Web site: www.spe.org.
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Reach decision-makers through OPEC Bulletin
The OPEC Bulletin is distributed on subscription and to a selected readership in the following fields: oil and gas industry; 
energy and economics ministries; press and media; consultancy, science and research; service and ancillary industries. Recipients 
include OPEC Ministers, other top-level officials and decision-makers in government and business circles, together with policy 
advisers in key industrial organizations. 
     The magazine not only conveys the viewpoints of OPEC and its Member Countries but also promotes discussion and 
dialogue among all interested parties in the industry. It regularly features articles by officials of the Secretariat and leading 
industry observers. Each issue includes a topical OPEC commentary, oil and product market reports, official statements, and 
the latest energy and non-energy news from Member Countries and other developing countries.

General terms
Orders are accepted subject to the terms and conditions, current rates and technical data set out in the advertising brochure. 
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stating a reason.

Advertising Representatives
North America: Donnelly & Associates, PO Box 851471, Richardson, Texas 75085-1471, USA. Tel: +1 972 437 9557; fax: +1 972 437 9558.
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