DilgGas| = 11 E r: TR

www.oilandgaseurasia.com 2 O 1 3

TECHNOLOGY, PROJECTS & TRENDS IN RUSSIA & CIS — UPSTREAM, DOWNSTREAM, PIPELINES, OFFSHORE MAY

Member of:

TEXHOMOr UKW, NPOEKTBI, TEHAEHLUMN B HEGTETA30BOW NPOMBILLNEHHOCTY POCCUW 11 CTPAH CHI ‘BPA MA|7|

;1Mc Footpriry

Jech Tri -:w.b\ﬁt‘”

HOBBIE TEXHONOTHY

s
The latest cutting-edge tecl;é;
MepenoBble PaspaboTKy 1 peL

A

[Nt 0TPacin

Corrosion Kills! Transneft, Service
and Supply Cos Seek Standards
Upgrade in Response

KomnaHum 06palLiatoT BHUMaHMe

Ha Ka4eCcTBO 1 6€30MaCcHOCTb
Tpy60ONpoBO/0B

4




Kurdistan’s Natural Gas Resources
May Become a Game-changer Over the Longer Term

3anacbl npupoaHoro rasa Kypaucrasa

MOryT UISMEHUTDL NpaBuinia Urpbl B peruoHe

Olgu Okumus

If a firm manages to create a dominant position

in the Kurdistan Region of Irag (KRG) oil business
this could, in the long term, open a door to the

gas business, as it did in the Caspian zones in

the 1990s, when the Baku — Thilisi — Ceyhan oil
pipeline prepared the ground for the South Caspian
gas pipeline and TANAP, the Trans-Anatolian gas
pipeline. A similar future may be possible for the
KRG and the firms working within it. The KRG’s
proven gas reserves are estimated at 2.8-5.7 trillion
cubic meters (tcm). That is about four times more
than Azerbaijan’s reserves. In the perspective of the
southern energy corridor projects, KRG’s natural
gas sources may become a game-changer over the
longer term.

sole source for the southern energy corridor. A gas

pipeline running from the KRG to Turkey might cre-
ate competition between the KRG and Azerbaijani gas for
European and Turkish markets. As BP is the leader of the Azeri
offshore consortium, a firm that ended up driving KRG gas to
Turkey could eventually find itself competing with BP on the
global market.

The Southern Energy Corridor Project (SECP) is a gas
transit infrastructure project running from the Caspian Sea to
Europe via Turkey and the Balkans. The SECP is at the top of
Eurasian energy security concerns, since the Russia-Ukraine
gas crisis of 2005. European countries affected by the crisis
diagnosed their gas supply system as overly dependent on

Up till now Azerbaijan’s offshore gas fields remain the

Onry OkymyLu

Ecnm kako-nmbo KoMnaHn1 yaacTes 3aHATb AOMUHMPYIOLLIEE
NONOXeHne B HedoTAaHOM BraHece Kypackoro pavioHa Vpaka
(KPW), T0 B BONrOCPOYHON NEPCNEKTNBE OHA CMOXET MOSTy-
YWTb AOCTYN U K HEADTW, Kak Cy4mnoch B Kacnminckom pervi-
oHe B 1990-x rogax, korga Hedbtenporop baky — Téunmcu

— [Dxerxar noarotosmn no4sy ans KOxHO-Kacnuinekoro u
Tparc-AHaronuitckoro razonposonos (TANAP). Mono6Hbie
NePCNEKTVBbLI MPEACTABNAOTCS pearnbHuiMv ang KPU v
paboTaloLLMX B 3TOM PErvoHe KomnaHuii. [JokaszaHHsle 3ana-
cbl raza KPW ougHmBatotes B 2,8-5,7 TpnH M3, NoYTH BYETBE-
PO MpeBblILLIas 3anackl AsepbaimkaHa. B 6nvkariuem Gyny-
LLieM 47151 NPOEKTOB KOXXHOro 3HEPreTMHECKOro Kopraopa
pe3epBbl NPVPoaHOro rada Kypackoro paitoHa Vpaka moryt
cTatb hakToOpOM, KOTOPbIN, B ONFOCPOYHON NEPCMNEKTVBE,
VIBMEHWT NMpasuna mrpbl.

Azepb6aiipkaHa BCE €IIe OCTAIOTCS €AMHCTBEHHBIM HCTOY-
HHUKOM pecypca 1 FOKHOro 9HepreTH4ecKoro Kopuaopa.
T'azonposoj, nposnoxeHHsiit u3 KPU B Typuuio, Mor 66l CO3JaTh
KOHKYPEHIIUIO MeXay ra3om u3 Kypaucrana u AsepOaiipkaHa
HAa €BPOIIENICKOM M TYPEIKOM PBIHKAX. ITOCKOJBKY KOMIIAHHSA
BP Azerbaijan pykoBOJUT KOHCOPIUYMOM («A3epOaiijiKaHCKas
MEX/IYHAPOJHASA OIEpallMOHHAsg KoMmmaHus», AMOK), pa3paba-
THIBAIOIIUM OJIOK HE(TAHBIX MECTOPOXKAECHMH A3epu — Yupar
— T'roHenUH, TO KOMIIAHUS, KOTOPasi OYJET OCYIIECTBIATh TPAHC-
OPTUPOBKY ra3a u3 KPU B Typuuio, B KOHEYHOM CUYETE, OKAKETCS
KOHKYPEHTOM BP Ha MUPOBOM pBIHKE.
IIpoexr IOxHOrO 3Heprerudeckoro kopunopa (SECP) nipen-
CTAaBJISIET COOOU IPOEKT UH(PPACTPYKTYPHI IO TPAHCIOPTUPOBKE

BHaCTomuee BpeMsl IIEIb(OBBIE TA30BbIE MECTOPOK/IEHUS
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Onry Okymyw — nexkTop VIHCTMTYTa nonnTu4ecknx nccnefoBanuii B Mapwxe. Bosrnasnser ctpaternyeckuii oTaen B rpynne coBeTHUKoB LEO no
3HEPreTMYEeCKOil AUNNOMaTUN U NOANTUYECKUM PUCKAM, TaKXXe roTOBUT AuccepTaumio B VIHCTUTYTe nonutuyeckux ncenenosanuin (Sciences Po) B Mapuxe.
06nacTb ee NccnefoBaHnii — nonauTMKa Typunn B 0611aCTV TPAHCMOPTUPOBKM 3HEPTrOHOCUTENEN.

Cratbs 6bina Bnepeble ony6nukoBana Ha www.eurpeanenergyreivew.edu 11 anpens 2013 ropa. lepeneyaTtaHa ¢ pa3peLieHus N3AaTeNbCKoil OPraHn3aLmm.
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@ The BTC pipeline project (Baku — Thilisi — Ceyhan).
©® HedhrenpoBog «baky — Tounucu — JDxeixan».

Russia and, by consequence, highly vulnerable. This is reason
enough for European energy companies to compete in order
to become a part of the SECP.

Azerbaijan as the Sole Source for the SECP

However, the SECP targeted the entire Caspian area’s
resources, but some economical, political, and legal challenges
jeopardized full access to all Caspian sources. Economically,
the exploration and production costs for oil and gas in the
Caspian Sea Basin (85 per barrel) are seen as relatively high
compared to costs in the Middle East ($1 per barrel). As the
region has no direct access to navigable international water-
ways, all littoral states are dependent on each other for trade
and transportation of oil and gas. This challenge creates high
transit fees and a complex legal aspect. The Caspian Basin has
neither legal status nor regime - i.e., it is unclear if the body
of water is a lake or a sea. The qualification of the Caspian as
a sea or a lake directly affects the delimitation of territorial
waters and sovereignty for exploring and exploiting natural
resources. In the absence of a legal framework, littoral states
cannot make separate agreements or envision a trans-Caspian
pipeline project.

Therefore, Western investors have excluded Kazakhstan
and Turkmenistan gas sources from the SECP. Turkmenistan
has chosen to direct its energies towards Eastern markets, in
particular China. All in all, Azerbaijan’s gas fields remain the
only reliable Caspian sources. But in the future Azerbaijan
may not be longer the sole Caspian gas source for the SECP.
Located 1,000 kilometers away from Baku, the Kurdistan
Region of Iraq (KRG) holds 2.8 tcm of gas reserves — some
four-five times more than Azerbaijani reserves, and may at
some point be able to supply its gas to Europe. Considering
the KRG’s current challenges for oil and gas exploration
and exportation, it is worth applying Azerbaijan’s rising star
model to the KRG.

How Azerbaijan’s Star Rose
in the Energy Industry

Since the collapse of the Soviet Union, Azerbaijan has
made substantial progress in developing its hydrocarbon
resources. The State Oil Company of Azerbaijan Republic
(SOCAR) participates in Azerbaijan’s international hydrocar-
bon export projects. Besides SOCAR, a second main player
of Azerbaijan energy is BP, which is been involved in the
region since 1992, is the largest foreign investor. BP leads the
Azerbaijan International Operating Company (AIOC), which
operates Shah Deniz fields, which are the main supply sources
for the SECP.

HedTtoulrasEBPA3USA
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rasza ot Kacniurickoro mops 8 EBporny uepes Typuuio 1 6aJkaHCKUE
CTPaHbL ITOT MPOEKT ABJAETCSA CAMBIM BaXKHBIM /U1 PEIIEHUS I1PO-
6J1eM €BPA3UICKOI JHEPTeTUYECKOM 6€30ITACHOCTH C TEX 0P, KaK
pa3paswiIca POCCUUCKO-YKPAUHCKUN Ia30BbId Kpusuc 2005 roaa.
ITocTpajgaBmIke OT HETO €BPOIENCKAE CTPAHBI KOHCTATHPOBAIH
IIOJTHYIO 3aBUCUMOCTb CBOMX CHCTEM I'a30CHA0KEHUA OT Poccun 1,
KaK CJIE/ICTBHE 3TOT'0, CBOIO BBICOKYIO Y3BUMOCTb. OTOH IIPUYMHBI
CTaJIO BIIOJIHE JOCTATOYHO I €BPOIEHCKUX SHEPreTHYECKUX
KOMITAaHUH, YTOOGBl OHM HA4YalIu CONEPHHUYATh MEXIYy COOOM 3a
NpaBo BOUTH B IpoeKT SECP.

AzepbanpkaH Kak edyHCTBEHHbIA NCTOUHMK
npoekTa KOXHOMO SHEPreTHecKOoro Kopuraopa

N3navyanbHO npoekT SECP 6bU1 OpUEHTHPOBAH HA PECYPChI
Bcero KaclMiicKoro pernoHa, OHAKO HEKOTOPBbIE IKOHOMHYE-
CKHE, TOTUTHYECKUE U IIPABOBbIE NPOOAEMBI IOCTABWIM IIOJ
YIPO3y IOMHBIA JOCTYII KO BceM KacnmiiCKuM HCTOYHHKAM 3HEp-
ropecypcoB. C 3KOHOMUYECKON TOYKU 3PEHHS PACXOABI HA Pa3-
BEIKY U J0ObI9y He(pTH 1 raza B Kacnutickom 6accerine ($5 3a 6ap-
penb) NPEACTABIAIOTCA OTHOCUTEIBHO BHICOKMMH 110 CPABHEHUIO
¢ 3arparamMu Ha bmwkaem Boctoke ($1 3a 6appesnn). IIOCKOIbKY
PETHOH HE UMEET NMPSAMOIO JOCTYIA K CYSOXOTHBIM MEXKIYHAPOL-
HBIM MOPCKHUM IIyTSM, BCE IIPUOPEKHBIE CTPAHBI 3aBHCAT JPYT OT
Jpyra B BOIIPOCaX TOPTOBJIU U TPAHCIIOPTUPOBKU He(TH U rasa.
JTa npobreMa IBISIETCS IPUYHHON BBICOKUX TPAH3UTHBIX CTABOK
U CI0KHOTO IIPABOBOTO acnekTa. Kacnmitckuil 6acceH He MMeeT
HH IIPAaBOBOI'O CTATyC4, HU YCTAHOBJIECHHOIO PEXKUMA — T.€. HEIO-
HATHO, fIBJIICTCS JIU 3TOT BOAHBIM OOBEKT O3€POM WM MOPEM.
Xapakrepuctuka Kacnms Kak MOpA WM 03€pa HANPAMYIO BIMAET
Ha JIIMMUATALMIO TEPPUTOPUAIBHBIX BOJ U CYBEPEHUTET I Pa3-
BEJKM U pa3pabOTKU IPUPOJHBIX pecypcoB. M3-3a OTCYTCTBUA
3aKOHOJATENbHON OCHOBBI IPUOPEKHBIE CTPAHBI HE MOTYT 3aK/IIO-
4aTh OT/IC/IbHBIE COIVIAMIECHUS WIN IPEACTAB/IATh CE6€ KOHIEIIINIO
IIPOEKTA TPAHCKACIIUICKOTO TPyOOIIPOBOAA.

ITo 3TOM NPHUYMHE 3AIAJAHbIE MHBECTOPHI MCKIIOYMIN Ia30-
Bble UCTOYHUKM Kazaxcrana u TypkmeHucrana us mpoekra SECP.
TypKMEHHUCTaH PENIMJI HANPABUTh CBOM YCWIHA HAa BOCTOYHBIE
PBPIHKH, B 4aCTHOCTH, B Kurtai. B UTOore ra3osble MECTOPOXKIE-
HUA A3epOaiiikaHa OCTAIOTCA €JUHCTBEHHBIM HA/ICKHBIM KACTIHH-
CKUM HCTOYHHUKOM, HO B OYAYIEM CHUTYaLUs MOKET M3MEHUTBCL
Pacnionoxkennsit B 1 000 km ot baky, Kypackuii pation Hpaka
(KPH) o6nmaaeT 3am1acaMu IPUPOJHOTO a3, COCTABLIIONUMU 2,8
TPAH M3 — 3TO B YETBIPE-IISITh Pa3 GOJIbIIE 3a11ACOB A3epOarpKaHA.
Brionne BO3MOXHO, 4TO Ta3 U3 KPU B KakOM-TO MOMEHT HAYHYT
MIOCTAB/IATh B EBpOITY. YUUTBIBAsA TEKyIIHE MPOOIEMBI PA3BEAKH U
Jo6brau HebTH U ra3a B KPH, 3acry:kuBaeT BHUMAHUs IPUMEHEHHE
K 9TOMY PETHOHY a3€pOa/PKAaHCKOH MOJIENTH «BOCXO/IAIIEH 3BE3/IbI>.

Kak B3oLna 3se3na AzepbaniykaHa
B SHEPIETVYECKOM MPOMbILLTIEHHOCT

ITocne pacnaga Coserckoro Coro3a AzepOaiypkaH J10OWI-
€Sl CYWIECTBEHHOTO IIPOTPECCA B Pa3pabOTKE CBOUX YIJIEBOJO-
poaHbIX pecypcoB. T'ocymapcTBeHHas He(TAHAsA KOMIIAHUSA
Azepb6arkanckoit Pecnyonuku (THKAP) nmpunumaer ygacrue
B MEXKAYHAPOJHBIX IIPOEKTAX IO IKCIOPTY YIJIEBOAOPOJOB, OCY-
IIECTBIAEMBIX A3epOai/LkaHOM. BTOPBIM OCHOBHBIM HI'DOKOM
B JHEpreTHKe A3epOaiKaHa sABIAETCA KOMIaHUA BP, kotopas
paboraer B pernoHe ¢ 1992 roaa u ABIAETCA KPYIHENIINM HHO-
CTPAaHHBIM HHBECTOpPOM. KoMmaHMA BO3IJaBUJIA KOHCOPLH-
yM AMOK, KOTOpBIH Takke paboraeT Ha MecTopoxgeHuu «[Ilax
Jenus», ABIAIOIEMCA €Il€ OFHUM KPYITHBIM HCTOYHHUKOM 3HEPIO-
pecypcos aa SECP.

( 19




____GAS )

__ 20 )

BP and SOCAR’s partnership dates back to 1993, when
Abulfaz Elchibey (1992-1993), Azerbaijan’s president at the
time, attempted to sign an agreement with a BP-led interna-
tional consortium to develop Azerbaijan’s offshore oil reserves.
His successor, Heydar Aliyev (1993-2003), followed his initia-
tive and furthered the cooperation with BP interest. However,
to equalize relations, he also launched a new partnership with
Gazprom.

On September 20, 1994, Baku signed the first production
sharing agreement (PSA) for the Azeri — Chirag — Gunashli oil
field (ACG) with a consortium of nine Western oil companies
from six different countries under the AIOC. These were the
UK’s BP (operator) and Ramco; the U.S.” Amoco, Unocal, Exxon,
and Pennzoil; Russia’s LUKOIL; Norway’s Statoil; Turkey’s
TPAO; Japan’s ITOCHU; and Saudi Arabia’s Delta Nimir Khazar.

Transport to Markets is as Important
as Sharing Fields

Studies on route options for a regional export pipe-
line to transport the oil began shortly after the agreement.
Controlling the oil reserves’ transport to markets was as
important as sharing fields. Without a safe and secure route
out of the landlocked Caspian Sea, the reserves could not
secure their values. Russia proposed to pump Azerbaijan’s oil
reserves via existing Russian networks built during the Soviet
period, thereby maintaining its main point of leverage over
Azerbaijan’s economy. The U.S. backed new southern roads,
planned to run from the south via Georgia and Turkey. The
EU remained distant. Finally three pipelines have been estab-
lished, each of which fulfilled different functions. The Baku
—Novorossiysk and Baku — Supsa pipelines export the early oil
to the north and the Baku - Thilisi — Ceyhan pipeline (BTC)
exports oil to the Mediterranean Sea.

BP and the "Project of the Century” —
the BTC Qil Pipeline

Azerbaijan, Georgia, and Turkey signed the BTC’s inter-
governmental agreement on November 18, 1999, calling it
“the project of the century”. Eleven shareholders from eleven
different companies established the BTC Companyto build and
operate the pipeline, and as had happened with the AIOC, BP
was the largest shareholder and become the operation’s leader.
While building the BTC, BP hired thousands of employees in
the region and became the international energy company with
the most important experience in the area.

Azerbaijan, in turn, had also become a star in the energy
industry as a consequence of a 13-year long battle for inde-
pendence from Russia (1993-2006). Baku had to overcome
Russia’s efforts to maintain its political power, fights over the
legal status of the Caspian sea, the legacy of a state-owned
energy industry, and its ongoing conflict with Armenia. BP
became the main partner of SOCAR during this process. With
all this experience in the region due to oil contracts, when
Azerbaijan’s natural gas exportation began in 2007 with the
Shah Deniz field, BP became the natural leader of the gas
exploration and export projects. BP, the leader of AIOC and
the operator of BTC, also soon became the leader of the Shah
Deniz consortium.

As the result of these experiences and by virtue of being
the Shah Deniz Consortium’s leader, when Azeri resources
became a top destination for the SECP supply, BP had the
power to select among the gas pipeline projects proposals for
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Ha4ayo mapTHEPCKUM OTHOLIEHHUAM MEXIY KOMIIaHUAMH BP
u THKAP 65110 osnozkeHo B 1993 roxy, korja AGynbda3 Dapunoed,
npe3ugeHT Asepbaimpkana (1992-1993), nonsITanca NOAIUCATD
COIVIANIEHHE C MEKAYHAPOJHBIM KOHCOPLIMYMOM, BO3IVIAB/IIEMBIM
BP, 0 pa3paboTke 3a11acoB HE(PTH HA a3epOAMHKAHCKOM HIeabde.
IIpeemuuk dnpunbes — lerigap Anues (1993-2003) — IPOAOIKIII
CJIEIOBATH €r0 MHUIIUATHUBE U CIIOCOOCTBOBAI COTPYJHUYECTBY C
BP. I BBIDABHUBAHUSA OTHOLIEHUH OH TAKKE HAJIAJWI OTHOIIE-
HUA ¢ «['a31poMom».

20 centsa6ps 1994 roga baky nognucan nepBoe CoryaneHue
0 paszaenennu npoayknuu (CPII) mo HepTIHOMY MECTOPOKIEHUIO
«Azepu — Ympar - ToHenum» (AYl) ¢ koHcopumymom AMOK,
COCTOSIIIIUM U3 JIEBATH 3aIaJHBIX HE(TAHBIX KOMIIAaHUH U3 IIECTH
Pa3HBIX CTPaH. B KOHCOPIIMYM BOLILIN CJIEAYIOMIME KOMIIAaHUM: BP
(onepaTop) 1 Ramco (Benuko6purtanus); Amoco, Unocal, Exxon
u Pennzoil (CIIA); JIVKOWI> (Poccus); Statoil (Hopserus); TPAO
(Typumsa); ITOCHU (Anonus) u Delta Nimir Khazar (CaymoBckas
Apasus).

IlocTaska Ha PbIHOK CTOMb 2Ke BaKHA, KaK U
COBMECTHO NCMOJIb3yemMble MeCTOPOXOCSHA

HccnenoBaHus BApUAHTOB MApUIPYTa PETrHMOHAIBHOIO JKC-
IIOPTHOT'O TPyOOIIPOBO/IA /IS TPAHCIIOPTUPOBKY HE(TH HAYAIHCh
BCKOPE I10CJIE 3aKII0YEHUA COoIvIaneHus. [JocTaBKa 3a11acoB He(hTH
Ha PBIHKHU ObLIA CTOJIb JK€ BAKHBIM (DAKTOPOM, KAaK U COBMECTHAS
SKCIUTYaTalldsl MECTOPOXKAEHUM. be3 HameXHOro u 6e30IaCHO-
ro MapuIpyTa U3 BHYTPUKOHTHHEHTAIBHOTO Kacmuiickoro mops
He(TAHBIE 3211AChI HE MOIJIM 06€CIIEYUTh CBOEH IIEHHOCTH. Poccus
[IPE/IOKUIIA IIPOKAYUBATD A3€POA/IKAHCKYIO HE(TD Yepes Cyle-
CTBYIOIIYIO POCCHHCKYIO TPYOOIIPOBOJHYIO CETh, IIOCTPOEHHYIO
eme Bo BpemeHa Coserckoro Coio3a, COXpaHss, TAKUM OOpa-
30M, CBOH OCHOBHOW HHCTPYMEHT BO3/JEHCTBUS HA IKOHOMH-
Ky Azep6aiipkana. CIIIA mojzepKaay HOBBIE IOXKHBIE MapIIpy-
TBI, KOTOPBIE IUVIAHUPOBAIOCH 3AIYCTUTD C I0ra 4yepe3 I'py3uio u
Typruto. EBpocoio3 Ha TOT MOMEHT JEPKAJICSI HA PACCTOSHUU OT
3THUX IIPOEKTOB. B KOHIIE KOHI0B, OBUIO CO3/1aHO TPH TPYOOIIPOBO-
14, KK/IbIF U3 KOTOPBIX BBIIIOTHS PA3HbIE (PYHKITUU: HE(TEIPO-
Bozbl «baky — HoBopoccurick» u «baky — Cymca» 3KCIOPTUPYIOT
panHOI0 HeTH HA ceBep, a 1o Tpybonposoay «baky — Towincu
- Jbxerixan» (Baku - Thilisi — Ceyhan, BTC) Hedtp nopmaercsa
Cpeau3eMHOMY MODPIO.

KomnaHug BP 1 «NpoeKkT Beka» — HedDTenpoBo[
«baky — Tounvcy — [hremxaH»

Azepbarmxkan, I'pysus u Typrus IOANHCATH MEKIPaBU-
TEJBCTBEHHOE COITIALIEHHE IO Tpydonposoay «baky — Tomiucu
— xerixan» 18 HOA6PsA 1999 rojga, HA3BAB €r0 «IIPOEKTOM BEKa».
OAMHHAIATH AKIIMOHEPOB U3 OJUHHAAATH PA3HBIX KOMIIAHUH
co3ganu komnaHuio BTC s cTpOUTENBCTBA U KCIUIyaTalUU
Tpyb6orpoBozaa. Kommanvs BP BHOBB CTaJ1a CAMBIM KPYITHBIM aKIU-
OHEPOM IIPOEKTA U €TO OIIEPATOPOM. BO BpeMs CTPOUTENLCTBA TPY-
6onpoBoja BP HaHs1a B perHOHE HECKOIBKO THICSTY PAGOTHUKOB 1
CTaja MEXIYHAPOAHOH 3HEPIEeTUYECKON KOMIIAHHUEH C HaubOIb-
[IUM IIPAKTHYECKUM OIIBITOM B PETHOHE.

B cBOIO Oouepennb, AzepObar/kaH TaoKe CTAl BEAYIUM HUIPO-
KOM 3HEPIeTUYECKOH OTPACTH KaK ClIeAcTBUe 13-merHeir 60pb-
6Bl 32 He3aBUCUMOCTD OT Poccuu (1993-2006). Baky npunuiocs
6GOpOTHCA € MOMBITKAMH POCCHM COXPAaHUTH CBOE MOJUTHYECKOE
BJIMSIHUE B PETHOHE, OTCTAUBATDH IIPABOBOM CTATYC Kacmuuckoro
MOps1, IIPEOAOIEBATh MOCAEACTBUS T'OCYAAPCTBEHHOI'O KOHTPO-
JI1 B QHEPTETUYECKOH OTPACIH M UCKATh PEUICHUE I IpEKpa-
meHud KOH(INKTa ¢ ApmeHuer. MeHHO Torma kommaHus BP
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@ BP's experience in Azerbaijan gave the
power to select among pipeline projects
proposals for the SECP.

@ lonyyenHbiit B A3ep6aiixane onbIT
no3B0aun komnauuu BP okasbiBaTb
BJIMAIHME Ha BbIOOP NPeAN0XeHHil nNo
npoekTam rasonposoaoB ans SECP.

building the SECP. BP announced in summer 2012 the Shah
Deniz consortium’s decision — the Azeri-Turkish joint project
TANAP was officially selected as the main leg for the SECP.

In January 2013, BP signed a framework accord to take
over 12 percent of TANAP. Within this partnership BP is
expected to become the decisive company for gas transport
in the SECP. BP’s growing power may lead to a monopoly in
the SECP. This is unless KRG resources begin to penetrate the
European market.

The Emergence of KRG Oil and Gas

Despite its abundant oil and gas resources (45 billion
barrels of oil and 2.8-5.7 tcm of gas), the KRG’s hydrocarbon
industry only dates back to 2007. While the natural gas sector
remains largely undeveloped, the oil production objective for
2015 is 1 million barrels of oil per day, equivalent to Qatar’s
oil production numbers for 2010. An independent oil pipe-
line running from the KRG to Turkey is also on the agenda.
Until 2011, interest in Erbil’s upstream oil sector largely came
from medium-sized foreign oil companies, i.e. Norway’s DNO,
Turkey’s Genel Enerji and Petoil, Canada’s Addax Petroleum
and Western Zagros, U.S.” Prime Natural Resources and A& T
Energy. Today, Four medium-sized companies and five inter-
national oil companies (I0OCs) — ExxonMobil, France’s Total,
Russia’s Gazprom Neft, and the U.S.’ Chevron — have begun
operations in the region.

Beside these ambitious objectives and its attractiveness
as an energy investment destination, the KRG has been dealing
with political and jurisdictional challenges. Erbil and Baghdad
have had an ongoing dispute since 2005 on an oil and gas rev-
enue sharing formula and how authority is divided between
the federal government and regional authorities - i.e., on how
to interpret the relevant sections of the Iraqi constitution.
In 2007, when the KRG’s parliament approved the Kurdistan
region’s oil and gas investment law and prepared a model

HedTtoulrasEBPA3USA
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crana ocCHOBHBIM nTapTHepoM T'HKAP. Biiarosaps 601bIIOMY OIIBITY
paboThl B PETHOHE, KOMIIAHUA BO3IIABIIIA IIPOEKTHI 110 Pa3Besl-
K€ U 3KCIIOPTY Ir'a3a B TO BpeMs, Korga B 2007 Ha4YaICa 3KCIOPT
a3epOanKAHCKOrO ra3a ¢ MectropoxacHus «Illax-/Ienus». B gacr-
HoCTH, BP gBIfeTcs onepaTopoM yKe YIIOMAHYTHIX KOHCOPLIMYMa
AMOK u Tpy6onpososa BTC, a Taxke koHcopriuyma «Ilax-JeHus».

ITosrydeHHBIi OIIBIT U 3BaHHE Jujepa npoekra «Jllax-/Ilenns»
no3ponuau BP OKa3pIBaTh BIMSHHE HAa BBIOOP IPEAIONKECHUH
II0 CTPOUTENBLCTBY HO’KHOIO 3HEPIETUYECKOTO KOPHUAOpA Cpeau
IIPOEKTOB I'a30IIPOBOJIOB, KOIT]A 3HEPIOpecypchl AsepbarxaHa
CTaJIM IJIABHBIM OO'bEKTOM /IS SKCIIOPTHBIX IIOCTABOK. JIerom 2012
rojia KOMIIaHMS OOBSBIIIA pemeHne KoHcopruyma «lax-/IeHus»,
COIVIACHO KOTOPOMY COBMECTHBII a3epOai/KaHO-TYPELIKUI 1IPO-
exT TANAP 6b11 O(UITHATBHO BBIOPAH B Ka4yeCTBE OCHOBBI /IS
SECP.

B anBape 2013 roga BP noanucasa paMOYHOE COIVIALIEHUE,
10 KOTOpOMY OHa 6pajia Ha cebs 12% npoekra TANAP. Oxugaercs,
YTO UMEHHO 3T KOMIIAHUA OyJeT IPUHUMATD PEIICHMS 110 TPAHC-
nopruposke ra3a 1no SECP. Pacrymee BausHue BP MoxeT nipuse-
CTH K €€ MOHOIIOJIMH B IIPOEKTE. Y 3TO IPOU3ONJET, €CIN TOJIBKO
pecypcol KPH He HAUHYT ITOCTYNIATh HA €BPONIENUCKUM PBIHOK.

[oaBneHye HedoTw 1 rasa 13
KypACKOro paroHa Vpaka

HecMmoTpst Ha CBOM OOWIIBHBIE 3a11AChI HE(PTH U ra3a (45 MIpH,
6app. HedTu u 2,8-5,7 TPJIH M3 1a32), YITICBOAOPOJHAS OTPACIb
KPH 6eper cBoe Havano Tonbko ¢ 2007 roaa. B To Bpems kak ee
ra30BBII CEKTOP BCE EII€ OCTAETCA B 3HAYUTEIbHOIM MEpE HEPA3BU-
TBIM, IUTaH 110 JJ0Obrae HepT Ha 2015 roj| YyCTAaHOBJIEH B pa3Mepe
1 MH 6app./CyT, YTO CONOCTABUMO C IIPOU3BO/ICTBEHHBIMU IIOKA-
3arenamu Karapa Ha 2010 rog. Ha 1moBecTke JHA OCTA€TCA TAKKE
He3aBucuMbl Hedrenposox u3z KPU B Typuuio. o 2011 roga
3aMHTEPECOBAHHOCTD B PACTyHmEM HEPTAHOM CEKTOpe DpOmL,
B OCHOBHOM, IIPOSIBJISI/IN WHOCTPAHHBIE HE(MTAHBIE KOMIIAHUU
cpegHeit BeauyuHbl, Takue kak DNO (Hopserus), Genel Enerji u
Petoil (Typuus), Addax Petroleum u Western Zagros (Kanana),
Prime Natural Resources u A&T Energy (CIIIA). CeropHs B peruoHe
HayId PaboThl YEThIPE KOMIAHUU CPEJHEH BEJIUYUHBI U IISATh
MEKIYHapOAHBIX HedTaHbX Komnanuii (MHK) - ExxonMobil,
Total, T'asnpom HedTh> 1 Chevron.

B nHacrosmee Bpemsa B KPU akTUBHO pemaroT IMOJIUTH-
YeCKHE U IOPUCAUKIIMOHHBIE MPo6ieMbl. Dpbwis u Barman c
2005 roja BeAyT HENPEKPAIAIOUIUHCA criop o opmyrne pac-
npesieIeHus JOXO0A0B OT NMPOJaKU He(pTU U Ia3a U pa3ielecHUs
MIOJIHOMOYHUH MEXJY (peAepanpHBIM IIPaBUTEIBCTBOM U PETHO-
HAJIBHBIMH OPTAaHAMH BJIACTH — I'OBOPS MHAYE, KAKUM 00Pa3oM
HHTEPIPETUPOBATh COOTBETCTBYIOIHE PA3/JEIbl HPAKCKOHU KOH-
crutynuu. B 2007 roay, xorga napiaament KPH npuHAm 3aKoH
00 MHBECTUITUAX B HE(TIAHYIO U ra30ByI0 oTpaciab Kypaucrana
U TOATOTOBMJI TUIIOBOE COTJTIANIEHUE O PA3ZAECICHUU NPOAYKIIUU
(CPII) a1 CTaHAAPTU3AI MU COINIAIEHU C HHOCTPAHI[AMH, T4
rpo6siemMa o60CcTpuIach eme 6onpine. bargay HeMeUIEHHO OCY-
nun cornamenus KPU ¢ MeXIyHApOAHBIMU KOMIIAHUAMH, O0b-
SBUB UX HE3aKOHHBIMU.

Jpyroit kpusuc Hayaucs, korga KPY Hadan akCnopTUPOBATDH
CBIPYIO HE(PTh HEMOCPEACTBEHHO B Typriuio. Typenko-6puTanckoe
COBMECTHOE TIPEIpHUATHE, BXoAsAmee B KoMnanuoo Genel Enerji,
JOCTaBWIO IIEPBYIO NAPTHIO CBIPOI HE(PTH ¢ MecTOposkaeHus Taq
Taq (Kypaucran) B Typenkuii nopt /xetixan Ha CpeiHu3eMHOM
MOPE I'PY30BBIM aBTOTPAHCIIOPTOM, OTKY/a 3Ty HE(Th OTIPABUIN
Ha IPOJA’Ky HA MUPOBOX PIHOK B 00X0/ He(prenrpoBoa «KupKyk-
IOMypranbik», KoHTpOupyemoro barnagom. Tako cioco6 TpaHc-
NIOPTUPOBKM HE(TU BBI3BAT OIACeHMA y barmaga o HamepeHun
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production sharing contract (PSC) to standardize agree-
ments with foreigners, the problem was further complicated.
Baghdad immediately condemned the KRG’s agreements with
international companies, declaring them illegal.

Another crisis started when the KRG begun exporting
crude oil directly to Turkey. A Turkish-British joint venture
under Genel Enerji delivered the first crude oil from the KRG’s
Taq Taq oil field to Turkey’s Ceyhan port on the Mediterranean
Sea via truck, where it was shipped to be sold on the interna-
tional market, instead of using the Kirkuk-Yumuratlik oil pipe-
line (which is controlled by Baghdad). This oil transport has
prompted concerns to Baghdad about the KRG’s intention to
bypass Baghdad in its energy exports and making a symbolic
step towards economical independence.

Major Foreign Companies Joined the Forces

Business has kept increasing. “There is no place in the
world where such a big volume of oil will be overlooked
because politicians did not solve their problems,” said Tony
Hayward, the CEO of Genel Enerji. Genel Enerji company,
ExxonMobil and Gazprom Neft are making major investments
in the KRG. Genel Enerji from Turkey was one the first oil com-
pany penetrating the KRG and today Turkish energy group is
moving towards being the largest investor in the region, with
its investments in Taq taq and Tawke fields. ExxonMobil, the
first IOC to make an agreement with the KRG, signed product
sharing agreements for six oil licences in KRG. Its Qara Hanjeer
licence in southwest is also close to KRG’s main gas fields, with
this relations the U.S. energy giant is also interested in Khor
Mor gas field. Russia’s fifth largest oil producer, Gazprom Neft,
has been recently awarded its 3rd PSC in the Halabja block.
Gazprom Neft holds 40 percent stake in the Garmian block
and an 80 percent in the Shakal block.

Today, as the KRG’s oil and gas business emerges, inter-
national energy companies are willing to explore and invest
in the region. New oil production will require new export
roads and Turkey appears the most reliable destination. This
investment strategy is crucial not just for the oil sector, but
also for gas.

KRG's Gas Supply to Europe

In the old maps of the original Nabucco gas pipeline plan,
asouthern gas supply leg to Northern Iraqi gas sources was rep-
resented by a dotted line. But with domestic tensions in Iraq
and the Shah Deniz Consortium’s strategic politics, this second
leg disappeared. In the context of Turkish and European grow-
ing gas demands and Azerbaijan’s growing power as the sole
provider of gas resources, it may seem prudent to redraw this
line. Genel Enerji, Gazprom Neft, and ExxonMobil appear to be
main competitors for this project.

BP seems to have noted this possibility, as it has decided
to join forces with Baghdad in Iraq’s domestic oil and gas rev-
enue sharing dispute. In January 2013 BP signed a deal with
Irag’s central government to develop the Kirkuk oil field’s
production capacities, located on the KRG’s border. The KRG
called this deal an “illegal” step as part of the autonomous
region’s feud with the central government. Kurdish authorities
argue the management of the Kirkuk field must be undertaken
not by the central government but by the regional governor-
ate, saying this is part of the process outlined under the coun-
try’s constitution. The potential of Kurdistan in terms of fuel
reserves is there. So is the interest of major energy companies.
Until yesterday we could consider Kurdistan to be a sleeping
giant, but not anymore. The awakening is a fact.

#5 May 2013

Kypaucrana oGOMTH €ro B KCIOPTE SHEPIOPECYPCOB U CEIATh
CHMBOJIMYECKUIA AT HA ITyTH K 9KOHOMHYECKON HE3aBUCHMOCTH.

VIHOCTpaHHbIE KOMMAaHWY OOLEOMHUN YCUINA

BusHec, Mexay TeM, IPOAOLKAECT HAPAMUBATD OOOPOTHL
«Hurne B MUpe HET MeCTa, I7ie TAKOH O60/IbIION 3a11ac HeyTH Oyaer
ocTapjieH 6e3 BHUMaHUA U3-32 TOTO, YTO IOJUTHUKU HE PEHIAIoT
CBOM IIPOOIEMBI>, — CKa3an ToHu XeHBOp/, reHeEPaIbHBIN JUPEK-
Top xkomnanuu Genel Enerji. Komnanua Genel Enetji, a Taxke
komnanuu ExxonMobil u «I'a3npoM HedTh> SABISIOTCS OCHOBHBI-
mu uHBecropamu B KPU. Genel Enerji u3 Typruun 6bu1a OfHOM
U3 NEPBBIX HE(TAHBIX KOMIaHUI, NpoHUKIMX B KPY, 1 cerogus
OHa MOXKET CTaTh CAMBIM KPYIIHBIM HUI'DOKOM B PETHOHE, MHBE-
crupya B Mecropoxkaenus Taq Taq u Tawke. ExxonMobil crana
nepsoii MHK;, 3axmouusier ¢ KPH comnamenus o pasjesne po-
JYKLIMY /IS LIECTH JIULEH3UH Ha J0o06brdy Hedtu B Kypaucrane.
Mecropoxpaenne Qara Hanjeer Ha 10ro-3amaje, Ha KOTOpO€e KOM-
NAHUA TONy4YHIa JHMIEH3HUIO, TAKKEe HaXOOUTCSA BOJIM3H OCHOB-
HBIX Ta30BBIX MecTOpoxaeHui KPH, 1moaroMy aMepHKAHCKHAHI
9HEPIreTUYECKUH I'MIAHT CEHYac TAKKE 3aMHTEPECOBAH B paboTe
Ha MecTopoxaeHuud Khor Mor. 'asnpom HedTh», IATasA IO BEIH-
YUHE POCCUHCKAs He(TAHAS KOMIIAHUSA, HEJABHO 3aKII0YMIA
TPEeThE COIVIALIEHHE O Pa3/ie/IEHUU IPOAYKIIUH Ha ydacTke Halabja.
«T'aznipom Hed 1> Brajgeer 40%-i noned Ha ydacTke Garmian u
80%-11 — Ha yyacTke Shakal.

Ceropss, 110 Mepe pa3BUTUA HE(PTAHOIO U I'a30BOr0 OU3HECA
B KPU, MEXIyHapOJHBIC SJHEPIETHUECKIE KOMIIAHUM BCE OOJIbIIE
CTPEMATCS BECTU PA3BEJKY U BKIAIBIBATh CPE/ICTBA B 3TOT PETUOH.
Hosas HedTeno6b4a MOTpedyeT HOBBIX KCIOPTHBIX MapIIpPY-
TOB, 1 HaU6OJIee HAIC)KHbIM KOHEYHBIM ITyHKTOM JJIS1 HUX IIpEl-
crasisierca Typuus. Takas crpaTervss HHBECTUPOBAHUA ABJIAETCA
OCHOBOIIOJIAraI0NEN HE TOJIBKO /U1 HE(PTAHOTO, HO U /U1 Ia30BOT'O
CEKTOpa.

[locTaBka rasa 13 KP/ B EBpory

Ha crappix KapTax NepBOHAYAIBHOIO IUIAHA I'a30IPOBOAA
Nabucco 10KHBIH OTPE30K TPYOOIIPOBO/A K I'A30BBIM MECTOPOK-
jgeHusaM CesepHoro HMpaka 611 0603HaU€H ITYHKTUPHOM JIUHU-
€i1. 3aTeM 3TOT OTPE30K YOPAIH U3-32 BHYTPEHHUX KOH(DIUKTOB
B HMpake U CTpaTeruyeckor IOJUTUKU KOHcopuuyma «Ilax-
Jenus». B koHTeKcTe pocra nmorpe6Hoctu Typuuu u EBponbl
B ra3e M pacrymieil Mouu Azep6ai/kaHa KaK €JUHCTBEHHOI'O
IIOCTABIMKA I'a34, IPEICTABIAETCA PA3yMHBIM BOCCTAHOBHTD 3TY
JIMHUIO Ha IL1aHe. ITo Bcell BUMMOCTH, KOHKYPEHTAMU 3TOMY
NIPOEKTy OyAyT BHICTynaThb kKommnaHuu Genel Enerji, d'a3npom
HedT1h» 1 ExxonMobil.

BP, noxoske, 3aMeTHIA 3Ty BO3MOXKHOCTD, TAK KAK PEIINIA
OOBbEIUHUTD CBOU CHJIBI C BarsajoM BO BHYTPEHHEM HPAKCKOM
CIIOpE O pPa3[eJeHUuH JOXOJA0B OT IPOJaXu HedTH M rasa.
B auBape 2013 roga BP 3axioumia CIEJKy C LEHTPAJIbHBIM
npaBUTENbCTBOM Hpaka mo pa3paboTKe HEPTAHOIO MECTO-
poxgenus Kirkuk, pacnonoxenHoro Ha rpanune ¢ KPU. B
KypaucraHe 3Ty CAEIKY Ha3BaJIM «<HE3AKOHHBIM» IIAIOM U pac-
CMATPHUBAIOT €€ KaK 4aCTh NMPOTHUBOCTOSHUA MEXKIY ABTOHOM-
HBIM PErMOHOM M UEHTPAJbHBIM IPABUTENLCTBOM. Kypackue
BJIACTHU YTBEPXKAAIOT, 4TO MecTtopoxiaeHueM Kirkuk momxHo
HaXOJUTbCA MOJ YIPABJIECHUEM HE LEHTPATbHOIO IPABUTENb-
CTB4, 4 DPETHOHAJIBHOT'O OPIaHa, YTBEPK/JAd, YTO TAK IPOMHCAHO
B KOHCTUTYLIMU CTPaHbL Y KypaucTrana 60/1b1101 IOTEHIIHAI C
TOYKH 3PEHHUA TOIUIMBHBIX 32I1ACOB, IOITOMY BEAYIIHME SHEPTe-
THYECKHE KOMIIAHUH U IIPOABIAIOT K HEMY HHTEpPeEC. [Jo HelaB-
Hero BpeMeHHu K KypaucTraHny MOKHO ObLIO OTHOCHTBCH KaK K
«CIIAIIEMY BEJIUKAHY>, HO CETOAHA €r0 NPOOYKIEHHE YKE CTAIO
CBEPIIUBIINMCA (PAKTOM.
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