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Understanding today's energy

challenges a little better

The 5" OPEC International Seminar reminded us once
again how vast, complex and diverse are the issues
facing the oil industry today.

One only has to look at the topics discussed in
Vienna’s Hofburg Palace on June 13-14 to see this:
the global energy scene, petroleum upstream and
downstream, the oil market, the world economy, fi-
nancial institutions, transportation, capacity ex-
pansion, investment, national and international oil
companies, technology, the environment, sustaina-
ble development, energy poverty and so on, and the
array of speakers, including the Federal President,
Republic of Austria, Dr Heinz Fischer, who gave a
presidential address, to appreciate the diversity of the
participants.

The speakers’ backgrounds reflected this diver-
sity, as they sought to simplify the complexities for
the 700-strong audience. Coming from more than 25
different countries, they represented governments,
intergovernmental organizations, industry, commerce
and academia at the highest levels.

This is what it involves these days to get oil to the
consumer!

Nothing can be viewed inisolationin today’s high-
tech, globalized world.

Oil supply is now part of a vast global economic
matrix that must accommodate, at the same time, chal-
lenges of a political, social and humanitarian nature.
And this is not to forget the time-dimension, and the
delicate task of balancing today’s needs with those of
tomorrow and, indeed, decades into the future.

Interdependence is the watchword here, and dia-
logue and cooperation are its companions. Th
much progress has been made wi
operation over the pas
efits for the indust

Energy Forum,
Dialogue with the European
gular arrangements.

Seminars, workshops and similar gatherings also

provide important opportunities for dialogue, and
the 5t OPEC International Seminar in Vienna was no
exception.

As President Fischer noted in his opening mes-
sage: “The convening of important meetings of top
international decision-makers and experts in our city,
indiscussing the energy-related challenges in today’s
world, are highly beneficial to Vienna’s role as a cen-
tre of dialogue ... I very much value the efforts the
Organization of the Petroleum Exporting Countries
(OPEC) makes to extend dialogue and cooperation on
energy issues.”

The Seminar presented a prime platform — and a
gratefully exploited one — for informative, insightful
exchanges among the gathered decision-makers and
experts on the many pressing topical issues set be-
fore them. Moreover, the tacit recognition of the way
these diverse issues interlinked with each other in
the broader global context lent a vital backdrop to
the proceedings.

The result was a perceptible enhancement of un-
derstanding about the state of the oil industry and, in
particular, the market today, as well as the challenges
that will face all of us in the future. Details of the pro-
ceedings can be found in the exclusive feature on the
Seminar in this issue of the OPEC Bulletin (see p16).

On top of this, the delegates were able to inter-
mingle during the breaks, establishing and reinforcing
contacts among themselves, which again bodes well
for the future of the industry.

This leads to one other key point from the event.

e passage of time,
performa little better than it wo
otherwise have done, then the Seminar c
judged a big success.
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Oil forecasting likely to remain

“very challenging” in 2013

Market Spotlight
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Forecasting oil market developments will likely remain

very challenging in 2013 with so much uncertainty sur-
rounding the global economy and future oil demand
levels.

Thatwas theview ofthe OPEC Secretariatin its Monthly
Oil Market Report (MOMR) for July.

It noted in a feature article that the oil market so far
in 2012 had been strongly impacted by great uncertainty
in the global economy, particularly from the OECD coun-
tries, resulting in frequent revisions in world economic
growth and consequently global oil demand.

“These factors are likely to continue into next year,
making forecasting oil market developments very chal-
lenging,” it stated.

The report observed that the world economy was
continuingits subdued recovery and prospects remained
fragile.

Inthe OECD, thereal economy still lacked momentum,
while growth levels in the emerging economies remained
largely dependent on exports, the article observed.

“In the coming year, the world economy is likely to
face continuing challenges from Europe’s sovereign debt

burden and its weak banking system.

“The deceleration in the emerging economies and

therecenteasinginthe United States recovery, due to
persistently high unemployment, are also expected
to dampen growth to some degree.”

The MOMR noted that this had led to a world
economic growth forecast of 3.2 percentin 2013,
slightly lower than the estimate of 3.3 per cent

for the current year.
The OECD region was forecast to continue
to see slow growth in 2013 at 1.4 per cent,

the same level as in 2012. This represented only 0.7 per
cent of the global economic growth forecast.

In contrast, the non-OECD economies would provide
the majority of growth at 2.5 per cent, with China forecast
at 8.0 per cent and India at 6.6 per cent.

“However, the dependency of emerging economies
on exports to the OECD countries, combined with poten-
tially inflated core asset markets — such as in housing
— and a still relatively low domestic consumption base
representdownward risks to the forecast for GDP growth,”
the report warned.

Itmaintained thatfurther stimulus by the BRIC (Brazil,
Russia, India and China) economies may be limited in size
and impact, despite existing flexibility in their financial
resources.

“The economic situation inthe Middle Eastand North
Africa (MENA) region is also expected to decelerate. While
economic growth this year is expected at 3.5 per cent, in
the coming year, growth in the MENA region is forecast
to ease to 3.0 per cent.”

The MOMR said world oil demand was forecast to
continue growing by 800,000 b/d in 2013 to average
89.5 million barrels/day, representing a decline of
100,000 b/d from the growth estimate for the current
year.

The slowdown, it contended, was expected not
only in the OECD region, which was projected to see
a further contraction of 200,000 b/d, but also in the
non-0OECD area, where growth was forecast at around
1.0m b/d.

“Asin 2012, industrial and petrochemical consump-
tion are expected to be the main drivers of oil demand
next year. In terms of products, diesel and naphtha are
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foreseen showing the most growth in 2013,” the report
forecast.

It said the bulk of gasoline demand was expected to
come from growing transportation consumption in non-
OECD countries, with some contribution from the OECD
regions of North America and the Pacific.

US gasoline demand was expected to see a slight
improvement next year; however, the forecast could be
negatively affected by the pace of the country’s economic
recovery.

The MOMR indicated that non-OPEC oil supply in
2013 was forecast to increase by 900,000 b/d to aver-
age 54.0m b/d. This compared with estimated growth of
700,000 b/d this year.

On a regional basis, it added, North American sup-
ply was expected to experience the highest growth, sup-
ported by an expected healthy addition of tight oil from
shale developments in the US and Canada, followed by
Latin America and the Former Soviet Union (FSU). OECD
Europe was projected to see the only decline in 2013.

The OPEC report said the non-OPEC supply forecast
for 2013 incorporated considerable risks, with factors
such as natural decline rates across various regions and
progress in new supply developments, as well as envi-
ronmental issues, production costs and oil price levels.

“Moreover, continued geopolitical concerns and secu-
rity challenges remain majorrisk factors for some produc-
ing countries in 2013. OPEC natural gas liquids (NGLs)
and non-conventional oils are expected to increase by
200,000 b/d to average 5.9m b/d for the year.”

The report said that, based on the above forecasts,

the projected growth in oildemandin 2013 would largely
be met by incremental non-OPEC supply, indicating a

comfortable market situation next year.

As a result, demand for OPEC crude in 2013 was
forecast to average 29.6m b/d, representing a decline
of around 300,000 b/d from 2012.

“The current high level of stocks in the OECD region,
combined withrisinginventoriesinthe non-OECD, should
also provide an additional cushion in the market.

“At the same time, the considerable uncertainties
impacting the forecast highlight the need for continued
close monitoring of oil market developments in the com-
ing months,” the MOMR maintained.

Meanwhile, the OPEC Secretariat detailed the prob-
lems facing the international oil industry in the second
half of 2012 in its June MOMR.

It warned then that signs appeared to be showing
that the global economy was slowing further.

“From the Euro-zone crisis to a notable deceleration
in the developing and emerging economies, the current
challenges are manifold,” it noted.

It said that despite having lost some steam recently,
the US economy seemed to be more resilient than the
other developed economies. However, towards the end
oftheyear, fiscal challenges were expected to re-emerge,
as sovereign debt levels remained elevated.

“Japanis also expected to continue its recovery from
last year’s low growth, but its current expansion remains
fragile and highly dependent on stimulus and exports,”
the June MOMR said.

It pointed out that the major weakening factor for the



world economy, however, was still the Euro-zone, where
many issues, ranging from the public debt situation in
Greece, to the ailing banking sector in Spain, remained
unsolved.

“The weakness in the OECD economies is having a
global impact, particularly on emerging markets,” said

the report’s feature article, noting that China was already
experiencing a declining trend in exports, which fell from
a monthly average expansion in 2011 of 15.1 per cent
year-on-year to 4.9 per cent so farin 2012.

Contributing to this trend had been the decelerating
trade with the EU, which turned negative in February to
only pick-up again in May.

“Given their dependence on exports, it remains to
be seen how China and, to some extent, India will man-
age to stimulate their economies locally,” the report
observed.

The June MOMR recommended that China needed to
carefully directanyfurtherstimulusto offsetits recentdecel-
eration, astoo aggressive supportive measures might pos-
sibly lead to an overheating in select core asset markets.

“This would ultimately have unintended, negative
global consequences,” it stressed.

In contrast, it said, India was facing declining output
and rising inflation, which limited its ability to counter-
balance this trend via expansionary monetary policies.

The report maintained that, given the renewed atten-
tion to macro-economic factors, the uncertainties facing
Europe and the slowdown in the emerging economies
had led to a shift in market sentiment.

This had triggered a strong outflow of financial funds

fromthe paperoilmarket, amplifying the recent downward
trend in prices. Additionally, the current weakness of the
Euro-zone had caused the value of the euro to decline
significantly against the US dollar.

“These ongoing challenges to the world economic
recovery have led to even larger uncertainties for oil
demand in the second half of this year. Higher gasoline
prices also could impact US demand growth during the
driving season.”

Additionally, said the report, the surge in Japan’s oil
usage could ease if the government were able to bring
back its nuclear power plants into service.

“Amid these uncertainties forworld oildemand, non-
OPEC supply is expected to perform well in the coming
quarters, despite disruptions in some countries, sup-
ported by growth in the US. At the same time, OPECNGLs
and non-conventional oil are projected to see a healthy
increase during this period.”

The OPECreportsaid that, takingthese developments
into account, the second half of the year could see a fur-
ther easing in fundamentals, despite seasonally higher
demand.

“Indeed, firm global supply and higher OPEC pro-
duction have led to a continued build in OECD com-
mercial stocks. Leading the build has been US crude,
with inventories now standing atthe highest levelsince
1990.

“Moreover, high OPEC crude oil production standing
above market requirements provides further confirma-
tion that the market remains amply supplied,” the June
MOMR concluded. HH
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in excess crude oil production in their efforts to main-
tain oil market stability and prices at a reasonable level.
The 161°tMeeting of the OPEC Conference, which con-
vened in Vienna in mid-June, agreed to strictly adhere to
the Organization’s total oil output ceiling of 30 million
barrels/day.
At their talks, which were held directly after the 5%

OPEC Imsernatlonal Semmar,. the Mlnlst.el:s metfor five

Countries to adhere to 30m b/d. They are currently pro-
ducing around 31.6m b/d, so they have to reduce out-
put,” Abdalla Salem El-Badri, OPEC Secretary General,
told a press conference after the meeting.

He explained that not all OPEC Members were
involved in the output reduction.

“Those Members who have been participatingin the

.extra productlon of:l 6m b/d:-have been asked to: brmg S

_‘_'_UEESOiland EnergyMinistemm“t, we have asked Member .




Asked about the danger of crude oil prices going too
high as a result of the production cut, the OPEC Secretary
General said that, as in the past, the President of the
Conference had the power to call for an Extraordinary
Meeting “if extreme prices in either direction were
witnessed.”

El-Badri also revealed at the briefing that the subject
of a new Secretary General for the Organization was dis-
cussed by the Ministers, adding that the process was still
being considered and a final decision would be taken in
December.

El-Badri’s second three-yearterm as Secretary General
is due to come to an end at the end of 2012.

Right: Wilson Pdstor-Morris,
Minister of Non-Renewable
Natural Resources, Ecuador.

Left: Eng José Maria Botelho de Vasconcelos (c),
Minister of Petroleum, Angola; with Maria de Jesus
Ferreira (I), Ambassador of Angola to Austria; and (r)
Félix Manuel Ferreira (r), Angolan Governor for OPEC.

-— "‘I
Abdul-Kareem Luaibi Bahedh, OPEC Conference
President and Minister of Oil, Iraq.
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Conference Notes

Above: Eng Rostam Ghasemi (c), Minister of Petroleum, IR Iran; with Seyed Mohammad Ali
Khatibi Tabatabai (1), OPEC Governor for IR Iran; and Dr Ali Asghar Soltanieh, Ambassador,
Permanent Representative, Permanent Mission of the Islamic Republic of Iran to the UN and
other International Organizations.

Above: Hani Abdulaziz Hussain (), Minister of Qil, Kuwait, and Alternate President of the OPEC
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Right: Eng Abdurahman [
Benyezza (1), Minister of Oil
and Gas, Libya; with Samir { &}

Salem Kamal (r), Libyan |

Governor for OPEC.

Mrs Diezani Alison-Madueke, Minister of Petroleum Resources, Nigeria.

During its deliberations, the Conference reviewed recent oil market devel-
opments, in particular supply and demand projections, as well as the outlook
for the second half of 2012.

It considered the Secretary General's report, the findings of the OPEC
Economic Commission Board (ECB), and the recommendations ofthe Ministerial
Monitoring Sub-Committee (MMSC), which met ahead of the Conference
under the Chairmanship of Hani Abdulaziz Hussain, Kuwait’s Minister of

Below: Dr Mohammed bin Saleh Al-Sada, Minister of Energy and Industry,
Qatar.
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Oil, and Alternate President of the OPEC Conference.
Inacommuniquéissued atthe end ofthe Conference,
the Ministers observed that the heightened price volatil-
ity witnessed during the early part 2012 was a reflection
of geopolitical tensions and increased levels of specula-
tion in the commodities markets, rather than solely as a
consequence of supply/demand fundamentals.

It said the Conference had observed, however, that,
more recently, downside risks facing the global economy,
including the heightened Euro-zone sovereign debt con-
cerns and the consequent weakening economic outlook,
with its concomitant lower demand expectation, contin-
ued to mount.

“These ongoing challenges to the world economic
recovery, coupled with the presence of ample supply of
crude in the market, have led to the marked and steady
fallin oil prices overthe preceding two months,” the com-
muniqué pointed out.

It said thatthe Conference furthernoted thatalthough
world oil demand was projected to increase slightly dur-
ing the year, the rise was expected to be mostly offset by
the projected increase in non-OPEC supply.

In addition, comfortable OECD stock levels — which
were below the historical average in terms of absolute

Ali | Naimi, Minister of Petroleum and Mineral Resources, Saudi Arabia. volumes, but well above the historical norm in terms of

i

Above: Mohamed Bin Dhaen Al Hamli (c), Minister of Energy, UAE; with Mohammed Hamad Omran (1), UAE Ambassador to
Austria; and Ali Obaid Al Yabhouni (r), OPEC Governor for the UAE.



Rafael Ramirez (c), Minister of Popular Power of Petroleum and Mining, Venezuela; together with Ali Uzcdtegui Duque (r), Ambassador of the Bolivarian
Republic of Venezuela; and Dr Bernard Mommer (1), OPEC Governor for Venezuela.

BFEC Minist el Meaiing

rre=as Ty nfdirBcs 1

At the press conference, Abdul-Kareem Luaibi Bahedh (second r), Minister of Oil, Irag and OPEC Conference President; with his translator (second 1);
Abdalla Salem El-Badri (r), OPEC Secretary General; and Dr Hasan M Qabazard (1), Director, Research Division. At the podium is Angela Ulumna Agoawike,
Head, PR and Information Department.




Conference Notes

Right: Members of the OPEC
Management team (I-r), Dr Hasan
M Qabazard, Director, Research
Division; Alejandro Rodriguez |
Rivas, Head, Finance and Human
Resources Department, In Charge
of Administration and IT Services
Department; and Dr Hojatollah
Ghanimi Fard, Head, Petroleum
Studies Department.

And below, (I-r) Asma Muttawa,
General Legal Counsel; Oswaldo
Tapia, Head, Energy Studies
Department; Fuad Al-Zayer, (then)
Head, Data Services Department;
and Abdullah Al-Shameri, Head,
Office of the Secretary General.

OPEC bulletin 6-7/12

JEn
i~y

days of forward cover — indicated that there had been a
contra-seasonal stock-build in the first quarter of 2012,

an overhang that was predicted to continue throughout
2012.Stocksoutsidethe OECD region had alsoincreased.

“Taking these developments into account, the sec-
ond half of the year could see a further easing in funda-
mentals, despite seasonally-higher demand.

“In the light of this, the Conference decided that
Member Countries should adhere to the production ceil-
ing of 30 million barrels/day,” said the communiqué.

It pointed out that in taking this decision, OPEC
Member Countries had confirmed theirreadiness to swiftly
respond to developments that might place oil market sta-
bility in jeopardy.

“Moreover, given the aforementioned economic
downside risks, the Conference directed the Secretariat

to continue closely monitoring developments in the
months ahead, keeping Member Countries abreast at
all times,” it affirmed.

In other matters, the Ministers exchanged views on,
inter alia, on-going multilateral developments on envi-
ronment matters; the status of the Organization’s Energy
Dialogue with the European Union (EU); the outcome of
ongoing cooperation between OPEC, the International
Energy Forum (IEF) and the International Energy Agency
(IEA) in areas defined by the Cancun Declaration of
March 2010; the outcome of ongoing work with the G20;
and preparations for the UN Conference on Sustainable
Development, (which took place in Rio de Janeiro later
in June).

The Conference decided that its next Ordinary Meeting
will convene in Vienna on December 12, 2012. i



Oil stability the responsibility of all

stakeholders

The achievement of order and stability in the interna-
tional oil market is the collective responsibility of all the
parties in the industry and associated areas, including
the financial institutions.

That was the important message conveyed by OPEC
Conference President Abdul-Kareem Luaibi Bahedh
at the opening of the Organization’s 161 Meeting of
the Conference at the Organization’s Headquarters in
Vienna in June. And he stressed it was something that
the Organization had been saying for many years.

Bahedh, Irag’s Oil Minister, pointed out in his open-
ing address: “We all stand to benefit from price stabil-
ity, and so we must all be prepared to contribute to it in
a meaningful, solid and sustainable manner.

“The big advances in dialogue and cooperation in
recentyears have provided useful supportin thisrespect.

“And we should never lose sight of the centralrole oil
playsinfuellingworld economic growth and, more gener-
ally, inthe beneficial evolution of mankind,” he affirmed.

The Ministerreminded Conference delegates thatthey
were beginning their meeting at a time of heightened oil
price volatility.

Earlier in the year, he observed, prices were pushed
higher, driven by speculation. They had since fallen back
to the levels they were seeing currently, affected by con-
cern about the world economic outlook.

“Indeed, the overall economic outlook continues to
be fragile — especially when we view developments in
the Euro-zone and the potential spill-over effects across
the global economy, notably in the emerging markets,”
he asserted.

Bahedh noted that the euro had established itselfas
one of the world's leading currencies over the past dec-
ade, “and so we hope that there is an early resolution of
this crisis.”

Elsewhereintheworld, he said, there had been some
weaker economic signals from other key areas, such as
China, India and the United States, and these were also
having an impact on the overall economic outlook.

“These developments in the world economy have
increased the amount of uncertainty facing oil demand,
although some growth can still be seen in the emerging
economies.”

— Conference President

The Conference President said that, on the supply side, incremental
non-OPEC supply and anincrease in OPEC natural gas liquids would largely
service the expected demand growth.

“Overall, the market remains well supplied with oil,” he contended.

“However, there is still a disturbing level of price volatility. When we
last met, the average weekly price of OPEC's Reference Basket was around
$109abarrel. Itthenrose to almost $124/b half-way through this six-month
period, before falling again.

“Most recently, however, the price has become extremely volatile, with
the Basket at one stage losing $9.65/b in just four days.

“This volatility is a matter of much concern to us. So again we repeat
OPEC's calls for better regulation of the international financial sector.”

Meanwhile, said Bahedh, OPEC continued its efforts to stabilize prices.

He maintained that the agreement the Ministers had reached at their
last Conference in December last year, had restored an important degree
of certainty to the supply side of the market, at a time of much uncertainty
about demand.

“We made it clear then that the agreement was designed specifically
to cover the period up to today's Meeting. In the light of this, we shall look
carefully at the present conditions in the market. Clearly, there are press-
ing areas of concern that need to be addressed,” he added.

The Conference President also used the occasion to extend a special wel-
come to Hani Abdulaziz Hussain, Minister of Oil of Kuwait, who was attend-
ing the Conference for the first time as Head of his Country's Delegation,
and Alternate President of the OPEC Conference.

“Let me also thank his predecessor, Dr Mohammad Al-Busairi, for his

contributions to the Conference over the past year,” he said. HH

Abdul-Kareem

Luaibi Bahedh,
OPEC Conference

President.
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Petroleum: Fuelling Prosperity
Supporting Sustainability

ernational Seminar

by Keith Aylward-Marchant

The 5% OPEC International Seminar provided a new opportunity for decision-mak-
ers and experts to examine the challenges facing the oilindustry, in the congen-
ial surroundings of the Festsaal at the Hofburg Palace in Vienna on June 13-14.

As Austrian President, DrHeinz Fischer, said in his opening message, “l very
much value the efforts of the Organization of the Petroleum Exporting Countries
to extend the dialogue and cooperation on energy issues.”

While the central theme of the Seminar was ‘Petroleum: Fuelling Prosperity,
Supporting Sustainability’, a much wider range of topics featured in the event,
such as: the global energy scene, petroleum upstream and downstream, the
oil market, the world economy, financial institutions, transportation, capacity
expansion, investment, national and international oil companies, technology,
the environment, sustainable development and energy poverty.

This reminded the estimated 700 people in the conference hall of
how vast, complex and diverse are the issues facing the industry today,
underlined the importance of interdependence in this dynamic, high-tech
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age of globalization and instant com-

munications, and re-emphasized the
need for dialogue and cooperation.

The Seminar was divided into four
main sessions dedicated to specific top-
ics. OPEC Energy/Petroleum Ministers
chaired each session and provided the key-
note speeches. Session speakersincluded
other OPEC Ministers, the OPEC Secretary
General, non-OPEC Ministers, heads of
intergovernmental organizations, oil com-
pany CEOs, and other top officials and
experts. The speakers also participated
in discussions at the end of each session,
responding to questions from the floor. In
addition, an OPEC Minister chaired a panel
discussion that concluded the eventonthe
second morning. >

AgaladinneratVienna City Hall o

Special guest — Austrian President, Dr Heinz Fischer (sixth right), with OPEC’s high-ranking officials
(I-r) Mohamed Bin Dhaen Al Hamli, UAE Minister of Energy; Rafael Ramirez, Venezuela’s Minister
of Popular Power of Petroleum and Mining; Ali | Naimi, Saudi Arabia’s Minister of Petroleum and
Mineral Resources; Jose Maria Botelho de Vasconcelos, Angola’s Minister of Petroleum; Abdurahman
Benyezza, Libya’s Minister of Oil and Gas; Youcef Yousfi, Algeria’s Minister of Energy and Mines;
Diezani Alison-Madueke, Nigeria’s Minister of Petroleum Resources; Abdul-Kareem Luaibi Bahedh,
Irag’s Minister of Oil and President of the OPEC Conference; Abdalla Salem El-Badri, OPEC Secretary
General; Mohammed Bin Dhaen Al-Sada, Qatar’s Minister of Energy and Industry; Wilson Pastor-
Morris, Ecuador’s Minister of Non-Renewable Natural Resources; and Hani Abdulaziz Hussain,
Kuwait’s Minister of Oil and Alternate President of the OPEC Conference. Not pictured is Iran’s Minister
of Petroleum, Rostam Ghasemi.
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In the front row —

(r—0): Dr Heinz Fischer, Federal
President of the Republic of
Austria; Abdul-Kareem Luaibi
Bahedh, Iraqi Oil Minister and
OPEC Conference President;

Abdalla Salem El-Badri, Secretary

General, OPEC; Ali | Naimi,

Minister of Petroleum and Mineral

Resources, Saudi Arabia; Rafael
Ramirez, Minister of Popular

Power of Petroleum and Mining,
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Venezuela; and Mohamed Bin
Dhaen Al Hamli, Minister of
Energy, UAE.

evening of June 13 saw the presentations of the OPEC
Award for Research to Professor @ystein Noreng of the
Bl Norwegian Business School and the OPEC Award for
Journalism to Bloomberg’s OPEC news team.

In delivering the welcoming address, Abdul-Kareem
Luaibi Bahedh, President of the OPEC Conference and
Minister of Qil for Irag, said: “As is the case with any
Organization like ours, it is necessary to sit back and
review the current situation from time to time, as well as
reflect upon the new challenges.

“And when this is done by a group of leading stake-
holders and experts with a shared commitment to pro-
gress in the industry and the advancement of mankind
generally, then all the better. This is why we have been
holding this series of OPEC International Seminars since
2001.”

Bahedh then welcomed to the platform Dr Heinz
Fischer, the President of the Federal Republic of Austria,
noting that the relationship between OPEC and Austria
and the City of Vienna had gone from strength to strength
since the Organization moved there in 1965.

Fischer thanked the OPEC President for his kind
words about this relationship, adding: “It’s true ... It’s

a very positive relationship and we are proud to host
you in Vienna.” He pointed out that the Organization’s
significance and outreach had grown considerably over
the decades. Turning to the Seminar itself, he said: I
very much value the efforts of the Organization of the
Petroleum Exporting Countries to extend the dialogue
and cooperation on energy issues.”

“Questions such as the need for secure and affordable
energy, sustainable development and poverty eradica-
tion have become increasingly important for today’s
societies.”

Fischer noted that Vienna was host to many key
international institutions, several of which were closely
involved in energy matters. “The convening of important
meetings oftop international decision-makers and experts
inour city, in discussing the energy-related challenges in
today’s world, (is) highly beneficial to Vienna’s role as a
centre of dialogue,” he stressed.

The first session focused on ‘The global energy
scene’. Chaired by Ali | Naimi, the Minister of Petroleum



and Mineral Resources of Saudi Arabia, and with Rafael
Ramirez, Minister of Popular Power of Petroleum and
Mining of Venezuela as the keynote speaker, it looked at
recent trends and energy outlooks, the challenges and
opportunities facing the petroleum industry and energy
generally, and potential game-changers in the industry,
such astransportation, consumerbehaviourand supply/
demand patterns.

Other speakers were: Abdalla Salem El-Badri, OPEC
Secretary General; Ginther Oettinger, Commissioner
for Energy, European Union; Ryan Lance, CEO of
ConocoPhillips; Michael Suess, Memberofthe Managing
Board, Siemens AG; and Wang Dongjin, Vice President,
China National Petroleum Corporation.

At the end of the session, Naimi identified three key
messages from the speakers. First, fossil fuels are here to
stay forthe foreseeable future. Secondly, technology will
drive the growth of a variety of energy types. And thirdly,
he said, if we want to have sufficient energy sources for
a long time, we need to focus ‘very specifically’ on effi-
ciency: “l believe that technology is going to help us in
finding more fossil fuels, in developing renewable ener-
gies and also in increasing our use of energy efficiency.”

Session Two turned to ‘Oil and the world economy’.
In the chair was Mrs Diezani Alison-Madueke, Nigeria’s
Minister of Petroleum Resources, while Wilson Pastor-
Morris, Ecuador’'s Minister of Non-Renewable Natural
Resources, delivered the keynote address. Another OPEC
Ministerwas onthe paneltoo — Rostam Ghasemi, Minister
of Petroleum of the Islamic Republic of Iran.

This session looked at developments in the world econ-
omy, with particular emphasis on lessons learned from
the current economic crisis. It also assessed the impact
of the global business cycle and three-track economic
recovery on the world oil market, and, more generally,
examined the changing paradigm in global economic
cooperation and governance.

Other speakers were: Jaipal Sudini Reddy, Minister
of Petroleum and Natural Gas of India; Lars H Thunell,
Executive Vice President and CEO, International Finance
Corporation; and Michael Masters, Chairman, Better
Markets Inc.

When the session had finished, Alison-Madueke
focused on one special point. She said: “In terms of
global energy and its demand, when we talk about it in
fora like this, we talk about it at the very large scale. |

always like to point out that, where emerging economies
are concerned, we need to be a little more fundamental
and begin to look at global energy growth in terms of sus-
tainable energy and, in particular, in terms of eradicating
energy poverty.”

She continued: “And so those of us from emerging
economies who are blessed with vast gas resources, as
well as crude resources, begin to look at the ways and
means to ensure that, as we move forward, we impact
on the bottom line and ensure that we do begin to erad-
icate energy poverty.” She said this should involve mov-
ing into more creative areas and ensuring that we begin
to use our resources, such as natural gas, as feedstock,
as opposed to fuel.

“In that way,” Alison-Madueke continued, “we ensure
that we set up for posterity the sort of commercialization
ventures, such as petrochemical plants, fertilizer plants,
methanol plants, central processing facilities and so on
and so forth, that, in turn, ensure that our economies
have job-creation and employment-generation for now
and for the future.” This was because, “at the end of the
day, that, in turn, affects the cycle of oil as it relates to
the globaleconomyatthevery fundamental, butthe most
critical levels of our economies.”

The next session stayed with the oil sector, but
focused on ‘Capacity expansion and investment’. It was
chaired by Mohamed Bin Dhaen AlHamli, the United Arab
Emirates’ Minister of Energy, and the keynote speakerwas
Mohammed Bin Saleh Al-Sada, Qatar’s Minister of Energy
and Industry. Abdurahman Benyezza, Libya’s Minister of
Oiland Gas, was also onthe panel, aswasIraqg’s Governor
for OPEC, Dr Falah J Alamri, substituting for his country’s
Minister of Oil, Bahedh.

The other speakers were the CEOs of Eni SpA and
OMV AG, Paolo Scaroni and Gerhard Roiss respectively.

The session concentrated on four themes: capac-
ity expansion plans and investment; uncertainties in
demand and theirimpact on upstream investment deci-
sions; strengthening cooperation between national and
international oil companies — challenges and opportuni-
ties; and the challenges facing oil companies: upstream
and downstream (notably oil prices, fiscal regimes and
project costs).

At the end of the session, reflecting upon the highly
topical nature of the issues under discussion and the
importance of meeting the investment challengesto help
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OPEC International Seminar

The Seminar moderators, Eithne Treanor and John Defterios.

Other members of the panel were: Ms Christiana
Figueres, Executive Secretary, United Nations Framework
Convention on Climate Change; Peter Voser and Brad
Page, CEOs of Royal Dutch Shellplcand the Global Carbon
Capture and Storage Institute, respectively; Urban Rusnak,
Secretary General of the Energy Charter Secretariat;
and Alan Crain, Senior Vice President, Baker Hughes.

When summing up the session, Yousfi said it was
obvious that that the petroleum industry, environmental
protection and technology innovation were very closely

the different actors.”
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secure the future of the industry, Al-Hamli thanked the
speakers “for their excellent presentations and interac-
tion with the audience’s questions.”

The fourth and final session began proceedings on
the second day and looked at the broader related issues
of ‘Technology, the environment and policies’. Its spe-
cific themes were: the importance of multilateralism in
addressing climate change; environmentally friendly tech-
nologies — solutions and challenges for the oil sector;
new technologies in supporting the oil industry; techno-
logical developments and their potential impacts on oil
demand; and policies affecting the energy scene.

It was chaired by Youcef Yousfi, Algeria’s Minister of
Energy and Mines, and its keynote speaker was Hani
Abdulaziz Hussain, the Alternate President of the OPEC
Conference and Minister of Oil of Kuwait.

linked. He went on: “The discussions this morning have
certainly contributed to a better understanding among

A two-hour panel discussion, on the subject,
‘Petroleum for progress and cooperation’, concluded the
Seminar.

Chaired by José Maria Botelho de Vasconcelos,
Angola’s Minister of Petroleum, the panel consisted of:
Abdul-Hussain Bin Ali Mirza, Minister of Energy Bahrain;
Aldo Flores-Quiroga, Secretary General of the International
Energy Forum; Christophe de Margerie, Chairman and CEO
of Total; Michael Lynch, President, Strategic Energy and
Economic Research Inc; and Noreng, as recipient of the
OPEC Award for Research.

Theissuestheyfocused on were: the role of oil within
the global energy scene; theimportance of multilateralism
in stabilizing the world oil market; petroleum in a chang-
ing world economic landscape; and energy poverty and
the quest for development.

Afterthe panellists had delivered short opening remarks,
they took questions from the floor addressing issues
raised during the Seminar.

“lam sure that you will agree that we have heard five
outstanding speakers for this last session of the OPEC
Seminar,” said de Vasconcelos. Theirgood contributions
had confirmed what we all knew, namely that the global
energy world was constantly changing. “As we confront
one set of challenges, another set of challenges is not far
behind,” he continued.

The moderators at the event were John Defterios and
Eithne Treanor, who had also carried out this task at the
4% OPEC International Seminar in 2009.

Dr Hasan M Qabazard, Director, OPEC Research
Division, described the event as “an absorbing, educa-
tional Seminar” in his closing remarks, which had “ena-
bled usto take a fresh new look at many of the challenges
facing the oil industry. And we have done this among
experts and decision-makers from both within OPEC and
elsewhere in the world.” He identified 16 key messages,
which are listed separately in this feature.

After thanking all the parties involved in staging the
event, Qabazard finished with the following message:
“The 5% OPEC International Seminar does not end here.
In a sense, it is only just beginning. It is now up to all of
us to think carefully about what we have heard here over
the past two days, as we return to our places of work. If
this, with the passage of time, helps the industry perform
a little betterthanitwould otherwise have done, then the
Seminar has clearly been a success.” HH



OPEC Conference President opens Seminar

OPEC Conference President, Iraqi Oil Minister,
Abdul-Kareem Luaibi Bahedh, made the opening
address to the 5™ OPEC International Seminar. In his
remarks, he welcomed all participants and special
guest, Austrian President, Dr Heinz Fischer. In
highlighting the importance of the OPEC Seminar to
furthering progress in the international energy and
global economic arena, Bahedh had high praise for
the relationship between the Organization, Austria

Eitecr Luaibi Bahedn JNARRTAS City of Vienna, which, he said, had greatly

Vienna has been the home of our Secretariat now

for nearly half a century. During this time, the world oil

industry has changed beyond recognition.

Without any doubt, it has changed for the better. In
OPEC, we feel privileged to have been part of this process
and the benefits it has brought to mankind as a whole.

The challenges we face today as oil-producing, devel-
oping countries have evolved and diversified over the
years.

However, we remain committed to the original
objectives dating from our first meeting in Baghdad in
September 1960. These relate to market order and sta-
bility for the present and the future.

They are outlined in the OPEC Statute as follows:

e The Organization shall devise ways and means of
ensuring the stabilization of prices in international
oil markets with a view to eliminating harmful and
unnecessary fluctuations.

enhanced OPEC’s working environment.

e Dueregard shall be given at all times to the interests
ofthe producing nations and to the necessity of secur-
ing: a steady income to the producing countries; an
efficient, economic and regular supply of petroleum
to consuming nations; and a fair return on their capi-
tal to those investing in the petroleum industry.
Since then, we have adopted important new chal-

lenges astheyhave arisen. AtOPEC’s 3" Summitin Riyadh

in 2007, ourHeads of State and Government defined three
guiding themes to cover future actions by our Member

Countries and the Organization as a whole. These are:

e Stability of global energy markets.

e Energy for sustainable development.

e Energy and the environment.

Inaddition, OPEChas been atthe forefront ofthe huge
advances in dialogue and cooperation that have helped
bind the industry together in today’s fast-moving, high-
tech, global market.
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As is the case with any Organization like ours,
it is necessary to sit back and review the current
situation from time to time, as well as reflect upon
the new challenges.

And when this is done by a group of leading
stakeholders and experts with a shared commit-
ment to progress in the industry and the advance-
ment of mankind generally, then all the better.

This is why we have been holding this series
of OPEC International Seminars since 2001.

Overthe nextone-and-a-halfdays atthisyear’s
Seminar, variousimportanttopicalissueswill come
under scrutiny. These include the international oil
market, the global energy scene, the world econ-
omy, the environment, sustainable development
and technology. We shall also be assessing the
present and future outlooks in these areas.

Andwho betterto discusstheseissuesthanthe
men and women who have left an indelible mark
on the industry? These include Ministers from our
own Member Countries and other oil-producing
countries, heads of intergovernmental organiza-
tions, chief executives of national and international
oil companies, industry analysts, academics and
the media.

Their wisdom and insights will enrich our dis-
cussions during the Seminar.

Excellencies, ladies and gentlemen, at this
point, | should like to thank all those who have
been involved in organizing the event, under the
overall direction of His Excellency Abdalla Salem
El-Badri, the OPEC Secretary General.

Excellencies, ladies and gentlemen, in just
threeyears’time, we shall be celebrating halfa cen-
tury of our excellent relationship with the Federal
Republic of Austria and with the City of Vienna.

Since we moved our Secretariat to this fine
international city in September 1965, this rela-
tionship has gone from strength to strength, to
our mutual benefit. And we look forward to build-
ing upon this in the future, with the continuing
friendship and cooperation of our hosts.

It now gives me great pleasure to welcome to
the platform His Excellency Dr Heinz Fischer, the
President of the Federal Republic of Austria, to
deliver his welcoming address. i

| very much value the efforts the Organization of the
Petroleum Exporting Countries (OPEC) makes to extend
dialogue and cooperation on energy issues.

Questionssuch asthe need forsecure and affordable
energy, sustainable developmentand poverty eradication
have becomeincreasinglyimportantfortoday’s societies.

Vienna has been home to OPEC since 1965. Your
Organization’s stature and outreach have grown consid-
erably over the decades. In 2010, Vienna was honoured
by being the venue of your 50t Anniversary celebrations.

On that occasion, you also inaugurated your new
premisesinViennatowhichyou had relocated youroffices
in 2009; premises well suited to accommodate yourneed
forup-to-date conference facilities and sophisticated sup-
port technologies.

Vienna is host to many key international institutions
and several of them are closely involved in energy mat-
ters. The convening of important meetings of top inter-
national decision-makers and experts in our city, in dis-
cussing the energy-related challenges in today’s world,
are highly beneficial to Vienna’s role as a centre of dia-
logue.

Contributing to the stabilization of global energy
markets has become a main focus of your Organization’s
planning and coordinating activities.

Market and price volatility, with its disturbing, dis-



ruptive and damaging effects on both economic growth

and investment, are addressed by your Organization on
a daily basis.

This is even more important in today’s crisis-stricken
global environmentwhich needsto recoverfrom financial
and economic turmoil.

You have chosen the avenue of engaging and pro-
moting an enhanced dialogue between consumers and
producers. There have been significant achievements,
as reflected in the activities of the International Energy
Forum (IEF) to which OPEC s strongly committed, but also
in the ongoing meaningful dialogue between OPEC and
the European Union (EU).

| am happy to underline that a number of Austrian
companies have close links with OPEC Member Countries
in terms of oil and gas activities — from exploration and
production to refineries and petrochemicals, as well as
in renewables.

There are good prospects for increased cooperation
under the developing schemes of new energy corridors,
in accordance with the EU’s diversification strategy.

Austria, as a leader in hydropower development,
can also help to develop infrastructure and hydropower
schemes in OPEC Member Countries.

You are also firmly committed to spreading the
benefits of petroleum. Your efforts aim at diversi-

The Seminar’s special guest was

Dr Heinz Fischer, Federal President of

the Republic of Austria, who, in opening
remarks, pointed to the impressive growth
of OPEC’s stature and outreach and paid
tribute to the Organization’s overriding
commitment to ensuring stable energy
markets and reduced price volatility. A
slightly edited version of Dr Fischer’s
address is reproduced here.

fying economic development and at promoting social
progress both in your Member Countries and for the ben-
efit of the more disadvantaged countries and regions.

This mission has been carried forward, in particular,
through the activities of your sister Organization, the
OPEC Fund for International Development (OFID), which
| have visited recently.

The funds mobilized since OFID’s creation in 1975
forfinancialassistance to more than 100 countries and
in cooperation with hundreds of organizations world-
wide are really impressive. Equally as impressive is
the target-oriented work of the Fund, which has more
recently introduced a new and very timely key priority,
namely combatting poverty, especially in the field of
energy.

Energy being an enabling factor as a basis for health
services, education and productive activities, should
become universally accessible and affordable.

Itis most reassuring that this aim, recently launched
in the form of the United Nations Secretary General’s ini-
tiative ‘Sustainable energy for all’, is so clearly shared by
a huge and powerful stakeholder organization of energy
producers, as is OPEC.

Ladies and Gentlemen, in the light of these praise-
worthy targets and values, let me wish you good discus-
sions and all success to your Conference. i
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Day 1 —jJune 13, 2012

Session One

Themes

OPEC International Seminar

L-r:

Wang Dongjin, Vice President, China National Petroleum Corporation

Ryan Lance, CEO, ConocoPhillips

Rafael Ramirez, Minister of Popular Power of Petroleum & Mining, Venezuela
Ali | Naimi, Minister of Petroleum & Mineral Resources, Saudi Arabia
Abdalla Salem El-Badri, Secretary General, OPEC

Glinther Oettinger, Commissioner for Energy, European Union

Michael Suess, Member of the Managing Board, Siemens AG
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Ali | Naimi

The Chairman of the first session was Saudi
Arabia’s Minister of Petroleum and Mineral Resources,
who began by praising the OPEC Seminar, stating that it
continued to improve and had become one of the major
international events of today’s energy market.

He said the first session would touch on awide range
of critical energy issues facing the world today. At the
heart of discussion would be prospects for global eco-
nomic growth.

In comments before introducing the guest speakers,
Naimi pointed out that, over the longer term, and with
the global population set to rise to nine billion by 2050,
it seemed clear that economic growth was on an upward
trajectory.

“Long-term global living standards are rising and so,
long-term, demand for oil and gas will continue.”

Ali I Naimi
Minister of Petroleum & Mineral Resources, Saudi Arabia

Rafael Ramirez
Minister of Popular Power of Petroleum & Mining, Venezuela

Abdalla Salem El-Badri

Secretary General, OPEC

Giinther Oettinger

Commissioner for Energy, European Union

Ryan Lance

CEO, ConocoPhillips

Michael Suess

Member of the Managing Board, Siemens AG

Wang Dongjin

Vice President, China National Petroleum Corporation

“From wherever growth comes, it is clear to me that
economic progress will be powered by oil and gas, but
also by an increasingly diverse energy mix. I welcome this
and I believe the world will need to harness all the forms
of energy it can if it is to meet the hopes and aspirations
of people in the 21" century.”

— Ali I Naimi
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He said that while on the one hand this presented
serious challengesto stakeholders, it offered tremendous
opportunities for producing countries and the energy
industry as a whole.

Naimi maintained that while the energy industry in
general considered the long term, it was clear that most
people were concerned about the short term and the
“day-to-day” where, in the case of Europe at least, pros-
pects were not so positive.

“The challenges facing the Euro area and the impli-
cations for this on the rest of the world will be central to
the pace of global economic growth in the years ahead.
| am sure the subject will be touched upon by our distin-
guished speakers here today,” said the Saudi Minister.

In global terms, he continued, the emerging econ-
omies were leading the way. China, in particular, had
been the global engine for growth over the past decade,
but other nations and indeed continents would have a
greater role to play in the coming century, both in terms
of energy supply and demand, he affirmed.

Naimi said it was worth noting that by the end 0f 2012,
non-OECD oil demand would equal OECD oil demand for
the first time in history.

“From wherever growth comes, it is clear to me that
economic progress will be powered by oil and gas, but
alsobyanincreasingly diverse energy mix. |l welcome this
and | believe the world will need to harness all the forms
of energy it can if it is to meet the hopes and aspirations
of people in the 21st century.”

Naimi said the Seminar's speakers would address
many ofthe challenges and opportunities facing the indus-
try, be they geopolitical, environmental, or technological.

“Climate change and how we address it continues to
be at the forefront of many people’s concerns and issues
around energy security and energy poverty remain high
on the agenda.

“We must not forget as we gatherto discuss the future
that today some three billion people still depend on bio-
mass and coal for their cooking and that 1.4bn people
currently have no access at all to electricity. It is a sober-
ing fact,” he said.

Naimi commended the work done by OPEC’s sister
institution, the OPEC Fund for International Development
(OFID), which, he stressed, had contributed hundreds of
billions of dollars in assistance in saving and improving
countless lives.

Rafael Ramirez

“But there is much work still to be done,” he said.

“So, to the challenges and opportunities, it falls on
our eminent speakers here today to add their thoughts
to the debate about the global energy scene and the
problems and | hope some of the possible solutions,”
concluded Naimi.

In a keynote address looking at the global energy scene
from a Venezuelan viewpoint, the country’s Minister of
Popular Power of Petroleum and Mining,
told delegates thatthe Seminarwas taking place atavery
complicated juncture in the oil market.

He maintained that the capitalist economic system
was undergoing a profound crisis, the economic, politi-
cal and social consequences of which were affecting the
majority of countries in the world.

An obvious manifestation of the crisis was the eco-
nomic deceleration in the developed countries, which



“In a nutshell, the world is facing

a situation in which it is argued

that there is a dearth of investment
opportunities and)/et capacity is not
coming onstream in an expeditious
enough fashion in the majority of the
most favourably placed countries.”

— Rcyrae] Ramirez

had turned the possibility of a collapse in oil demand
into a clear and present danger.

Ramirez said that to the economic crisis and the
complexities that characterized the oil market should
be added geopolitical events, which had taken place in
anumber of oil-producing countries, as well as the sanc-
tions against Iran’s oil exports.

“Unfortunately, sanctions, threats and even military
aggression have become the main tool for settling inter-
national disputes, in particular those related to petro-
leum,” he said.

The Minister noted that, in the context of this situa-
tion, a number of changes had been occurring that were
radically transforming the global energy scene. Among
these was the rise to prominence of shale gas and shale
oil, the prospects of arctic petroleum resources and ultra-
deep water fields, the consolidation of China and India
into the main engines of growth for the world petroleum
market, and the clouded future of nuclear energy in the
aftermath of the Fukushima disaster.

“l have no doubt that in our subsequent discus-
sions, we will hear much about all these elements,” he
affirmed.

Hence, said Ramirez, he wanted to direct his remarks
to a series of extraordinarily important factors that had
not changed much overthe past few decades and whose
discussion “we cannot avoid if we mean to attain the
twin objectives that have brought all of us here together,
the Seminar’s overall theme — ‘Fuelling Prosperity,
Supporting Sustainability’.”

Looking at the oil output response that had materi-
alised outside OPEC, he said this had been of a limited

and insufficient magnitude to keep pace with the long-
term demand growth rates expected.

The explanation for this was simple: given the state
of the depletion of the bulk of readily accessible, low risk
and low-cost petroleum resources, a stable price level of
over $100/barrel represented the minimum level neces-
sary, ifresources in more challenging ormarginallocations
were to be brought onstream quickly enough to coverthe
requirements ofthe marketand in that way promote price
stability.

Ramirez maintained that the governments of the
major oil-consuming countries, and institutions like the
European Union, the International Energy Agency, the
International Monetary Fund and the World Bank, sought
to impose a very different opinion matrix, according to
which the current price of crude oil reflected a lack of
investment opportunities forinternational oil companies,
which, in turn, supposedly was attributable to the resur-
gence in resource nationalism among the oil-producing
countries.

The implications of this message could not be any
clearer, he said. Allegedly, irrational political factors were
hindering necessaryinvestmentsin the petroleum sector.

“Asacomplementtothis message, thereis a system-
atic campaign against OPEC which is ritually denounced
as an illegitimate, if not downright, illegal cartel of state
oil companies backed by their respective governments.

“But OPECisnotacartel. Itisaninstitution that exists
because an oil marketthatis notsubjectto anyregulation,
or control, is neither functional, nor viable,” stressed the
Minister.

He recalled that, before OPEC, such regulation used
to be in the hands of the Railroad Commission of Texas
and the companies known as the ‘Seven Sisters’.

“OPEC’s detractors would prefer to forget this, lest it
become clear that their hostility towards the Organization
has little to do with the rejection of the idea that oil produc-
tion should be subject to regulation, and a lot to do with
the fact that the administration of quotas is in the hands
ofa group of sovereign developing countriesand no longer
in the hands of the companies and the governments.”

But Ramirez posed the question that, given that
approximately half the cumulative global production of
petroleum had occurred after 1980, where would the
world be without OPEC’s management of petroleum sup-
ply over the past 50 years?
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“What hope could there be of meeting the world’s
current demand for oil and where would the oil price be
if the exploitation of the giant fields of OPEC Member
Countries had been undertaken with the same criteria
applied to fields in non-OPEC countries?”

Ramirez maintained thatthe discussion of these top-
ics made evidentthe need to fosterdialogue mechanisms
and forums like the OPEC Seminar that would allow the
presentation and conciliation of producerand consumer
countries’ interests.

In that sense, he mentioned two initiatives in which
OPEC had contributed to keeping this effort going for-
ward: the Joint Organizations Data Initiative (JODI) and
the International Energy Forum (IEF).

The idea behind these two initiatives was that price
instability could be controlled by means of a more trans-
parent and timely release of information and data, on the
one hand, aswellas dialogue between producers and con-
sumers that sought to build common ground between the
parties, rather than stress their differences, on the other.

“The problem with these initiatives is that, worthy as
they may appear, some sectors are not in a position to
deliver on their promises,” he observed.

Firstly, said Ramirez, the actions of key participants
in these initiatives were inconsistent with their guiding
principles, which served to undermine theirfoundations.

For example, the IEA was one of the main JODI spon-
sors, but, in preparing its own estimates of OPEC oil pro-
duction, the agency deliberately chose to disregard the
official figures submitted by OPEC Members to JODI.

This had led to significant divergences which only
served to muddy the waters and confuse the market, in
terms of the actual state of global oil supply.

In the case of Venezuelan production, for example,
the divergence between IEA estimates and official figures
recently reached a maximum 750,000 b/d.

“The agency never gave any explanation as to how
these divergences arose in the first place and, again,
declined to do so when it recently adjusted its estimates
upwards, even retrospectively,” observed Ramirez.

Likewise, he said, the open and constant dialogue
that supposedly was meant to give the IEF its reason for
being was conspicuous by its absence when, for exam-
ple, the member countries of the IEA decided, unilater-
ally, and in parallel to NATO air strikes, to release strate-
gic petroleum stocks in response to the events in Libya.

“And whatis one to saywhen the same countries that
pumped hundreds of billions of dollars into their econo-
miesto palliate the consequences ofthe reckless actions
of their own banks, assume the position that the actions
OPEC Member Countries take to stabilize the price of oil
constitute an example of unacceptable behaviour on the
part of a cartel?

“And what to say also about the institutional dia-
logue between OPEC and the European Union, when the
latter, atthe same time, moves forward with an ever more
severe embargo against the oil exports of Iran, a Founding
Member of OPEC?

“Where does that leave the principles of freedom of
commerce and market transparency?”

Ramirez said the second, no lessimportant, problem
which affected initiatives such as JODI and the IEF was
that they did not address the pathology underlying the
volatile and unstable behaviour of the petroleum mar-
ket, and which had to do with investment in oil produc-
tion activities happening in a timely fashion and in their
required magnitudes.

“In anutshell, the world is facing a situation in which
it is argued that there is a dearth of investment oppor-
tunities and yet capacity is not coming onstream in an
expeditious enough fashion in the majority of the most
favourably placed countries,” noted Ramirez.

He said the explanation behind this paradox was
quite simple: these projects were being hampered by
a continued refusal on the part of the consumer gov-
ernments and international oil companies alike to rec-
ognise, unequivocally, the legitimacy of oil-producing
countries’ expectations to receive a fair and just remu-
neration, in exchange for allowing the exploitation
of a valuable, depletable and non-renewable natural
resource that belonged to them.

During the decades of the 1980s and 1990s, a num-
berofoil-producing countries were persuaded, pressured,
convinced, or deceived into accepting fundamentally
asymmetrical and unfairarrangements, in which all prof-
its and rents accrued to the investors, while nothing, or
virtually nothing, was left for the resource owner.

The Minister said Venezuela was among those coun-
tries that succumbed to the pressure — with disastrous
results. In the years before the government of President
Hugo Chavez, the so-called Oil Opening Policy was devel-
oped, wherebyvast petroleum regions were given to inter-



national oil companies, undermining the fiscal regime
prevailing at the time.

Thus, in 2002, when production pursuant to these
contracts reached a figure of 850,000 b/d, 30 per cent
of total Venezuelan production, the petroleum industry
managed not to pay any income tax whatsoever.

Ramirez said the situation continued to deteriorate
with the coming onstream of the upgrading projects in
the Orinoco Oil Belt, signed during the OilOpening, where
the royalty rate applicable was only one per cent.

In 2004, while the average price of the extra-heavy
oil used in these upgrading projects was around $25/b,
the fiscalincome of the Venezuelan government was less
than 30 cents per barrel.

“It is not an exaggeration to say that these projects
deserve the accolade of ‘most unfavourable in the his-
tory of the Venezuelan petroleum industry’.”

Ramirez asserted that producing greatvolumes of oil,
without generating any fiscal income in exchange, was
unsustainable and compromised the very viability of the
Venezuelan state.

The government of President Chavez had decided to
take a series of measures that reasserted the sovereign
control of the Venezuelan people over the country’s nat-
ural resources.

“The policy of full petroleum sovereignty, the change
in direction, as well as the rescue of our fiscal income,
recognition within OPEC, and the defense of the oil price,
provoked the violent reaction of transnational interest
and the coup d’etat of the year 2002 and the subsequent
sabotage of our national oil company, PDVSA,” Ramirez
stated.

“However, in this change of oil policy, private oil com-
panies were always offered the opportunity to remain
in Venezuela with profitable operations and thus it was
reflected in our laws.”

The Minister said that even though companies from
the most varied of nationalities accepted the country’s
offer for reform, and complied with Venezuelan laws, two
refused — ExxonMobil and ConocoPhillips.

Both firmsresorted to international arbitration against
Venezuela before the World Bank’s International Centre for
the Settlement of Investment Disputes (ICSID), questioning
the Venezuelan state’s sovereign rights on tax matters.

“The presumptive right to take the Republic to such
arbitration came from the bilateral investment treaties

foisted upon the country during the 1990s,” Ramirez
explained.

“The signing of bilateral investment treaties in
Venezuela, as in other places, dealt a mortal blow to the
principle of permanent sovereignty over natural resources
and gave way to the permanent threat against our sover-
eignty,” he added.

Ramirez said the flood gates were opened to the
“judicial terrorism which we continue to suffer at this
moment.

“Thus, ExxonMobil attempted an international freeze
ofthe assets of our national company, PDVSA, before the
English courts, afterhaving frozen PDVSA accountsin the
United States, and also introduced a claim before an ICC
tribunal, fromwhich itultimately obtained less than three
per cent of the amount claimed.

“Furthermore, ExxonMobilis suingthe Republic before
ICSID for the fantasy sum of $18bn.”

The Minister said that ConocoPhillips, for its part,
aside from occupying a refinery in which Venezuela held
ashareholdinginterestinthe US, also had anotherclaim
againstthe Republic before ICSID forthe no less fantastic
sum of $31bn.

“The attitude of these enterprises brings to mind the
colonialist high-handedness which has done so much
harm to the world.”

Ramirez said the Venezuelan case was a very good
illustration of a sovereign government from a large oil-
producing country having to concentrate its managerial
and administrative capability on the task of restructuring
legacy projects, unsustainable for the country, rebalanc-
ing disastrously asymmetrical contracts and facing litiga-
tion processes.

“As far as the oil-consuming governments go, their
enthusiastic espousaland promotion of policies, like the
Oil Opening carried out during the 1990s in Venezuela,
has had the consequence that current crude oil produc-
tion capacityin anumberof countries is significantly lower
than what it could have been in the absence of such poli-
cies,” he contended.

“A fundamental element behind supply stability has
to be the economic, political and social stability of the
oil-producing countries.

“In Venezuela, we finally managed to overcome the
dire consequences of this Opening and we have reposi-
tioned ourselves. At this point in time, we are well on the
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way to increasing our production capacity, this, by the
way, on the basis of the new mixed enterprises, which
have already begun their operations in the Orinoco Oil
Belt — the mostimportant new petroleum province in the
world with its 1.3 billion barrels of oil in place.

“In the long term, our potential is even greater. The
Orinoco Oil Belt guarantees that Venezuela, with its proved
and certified crude oil reserves of 297.5 billion barrels,
will continue to be one of the main oil-producing coun-
tries of the world.”

Ramirez said the lesson from this experience was
unequivocal: accessto resources would be compromised
to the extent that the populations of the territories from
which they were extracted felt they were not getting their
fairshare fromthe liquidation of their collective patrimony,
as such remuneration ought to be obtained in the form
of a royalty.

“However, it is rather more likely that we will con-
tinue to hear through the big agencies about how pro-
ducing countries should adjust theirfiscal regimes down-
wards, in order to attract the capital of international oil
companies.

“And if they do not do so, then shale oil will come to
the rescue of the consumers, allowing them to shake off
the yoke of OPEC, even though we know that thousands
uponthousands of high-decline and high-environmental
impactoil shale wellswillbe necessaryto produce even a
fraction of the volume of oil exported from OPEC Member
Countries.”

Ramirez stated that Venezuela was a Founding
Member of OPEC, and its President, Hugo Chavez, its
Government and its people all had a high awareness of
the country’srole asone ofthe mostimportant petroleum-
producing and exporting countries of the world.

“We defend, whereverwe go, the right to exercise per-
manentsovereignty overournaturalresources and secure
a fair compensation and benefit for our people. Within
this framework of respect and sovereignty, we advocate
for a sincere and constructive dialogue with consumer
countries,” he said.

“Inthis Seminar, we will listen to and debate over pros-
pectsand new developments. We welcome all advances.
We presentto the world the fundamental elements forthe
stability, sustainabilityand development of the petroleum
market and all its sources of supply.

“However, we insist on sustainable petroleum pro-

duction from the economic, social, environmental and
political points of view. The prevailing economic model
on the planet we live is unequal and predatory with
regard to natural resources. Hopefully, equilibrium will
bereachedinworld energy consumption. These are per-
manenttopicsinthe debate surrounding the future of the
human species of our planet,” concluded the Minister.

Looking at the global energy scene,

OPECSecretary General, said itwas important to
consider “where we are today, where we might be going,
and how we might get there.”

For OPEC, this was laid out every year in its World Oil
Outlook (WOO). El-Badri said that in the reference case
of the WOO’s most recent version, which was published
at the end of 2011, energy demand increased by more
than 50 per cent between 2010 and 2035.

And over the same timeframe, the global population
was expected to expand from 6.9 billion to almost 8.6
billion.

Allenergieswitnessed growth, although overallshares
shifted overtime. Fossilfuels —which currentlyaccounted
for 87per cent of the world’s energy supply — would still
contribute 82 per cent by 2035.

Oil would retain the largest share for most of the
period to 2035, although its overall share was expected
to fall from 34 per cent to 28 per cent. It would remain
central to growth in many areas of the global economy,
especially the transportation sector.

Accordingtothe WOO, coal’s share would remain sim-
ilar to today, at around 29 per cent, whereas gas would
increase from 23 per cent to 25 per cent.

In terms of non-fossil fuels, renewable energy was
forecast to grow fast. But as it started from a low base,
its share would still be only three per cent by 2035.

Hydropower would increase only a little — to three
per cent by 2035. Nuclear power would also witness
some expansion, although prospects had been affected
by events in Fukushima. It was seen as having only a six
per cent share in 2035.

The OPEC Secretary General pointed out that to meet
this growth, there were plenty of available resources.

For oil, conventional, as well as non-conventional
resources, were sufficient for the foreseeable future.

“We expect to see significant increases in conven-
tional oil supply from Brazil, the Caspian region, and



“We cannot avoid specu]ation and Volatilit)/

altogether.

However, it is essential we look to mitigate
extreme Vo]atjlit)/ and excessive specu]ation.
These are detrimental.”

—— Abdalla Salem EIl-Badri

Abdalla Salem El-Badri

of course OPEC, as well as steady increases in non-
conventional oil and natural gas liquids,” he affirmed.

“Nevertheless, some continue to question whether
this projected oil demand increase can be met. Let me
firmly state: yes it can.”

El-Badri said it was true the world would need signifi-
cant additional production capacity to 2035, including to
compensate for natural decline in oil fields. But this was
nothing newfortheindustry. This had always beenthe case.
Today’s challenges were no different from those faced in
the past. Ourindustry has always been able to deliver.

He stressed that significant investments were being
made today. For the five-year period 2012-16, OPEC’s
Member Countries currently had 116 upstream projectsin
their portfolio. Should all projects be realized, this could
translate into an investment figure of close to $280bn.

Taking into account all OPEC liquids, he continued,
the net increase was estimated to be close to 7m b/d
above 2012 levels, although investment decisions and
plans would obviously be influenced by various factors,
such as the global economic situation, policies and the
price of oil.

Moreover, technological advances would continue
to extend the reach of the industry — helping to reduce
costs, unlockadditionalresources and increase supplies.

El-Badri told delegates that it was clear future oil
demand could be met.

“However, the future is rarely what we thinkitis today.
There are a variety of uncertainties that may adversely
impact demand,” he added.

In the medium-term, he stated, the main issue was
the global economy. There were many questions, but, at
present, few answers.

“In Europe, whatwill be the outcome of the sovereign
debt crisis and the austerity versus growth debate?

“Across the Atlantic, the US economy seems to be
relatively resilient, but challenges remain.

“Japan is expected to continue its recent recovery,
but expansion remains fragile.

“Is the recent slowing down of China and India’s
economic growth a long-term trend, or just a short-term
issue?

“And in developing countries, will problems in the
OECD region spill over into their economies, particularly
in terms of reduced demand for their exports, as well as
less investment capital?” El-Badri asked.

He said that from the demand side, there were also
the environmental and energy policies of a number of
consuming countries.

“Obviously, every country has the sovereign right to
setits own policies. But it is essential that they provide a
clearidea as to the potential impact of policies on future
oil consumption levels, as well as overall energy supply
and demand patterns,” said El-Badri.

He stated that it was easy to understand why this
was necessary — given the many uncertainties associ-
ated with oil demand projections that were highlighted
in scenarios in the WOO.
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Therewas the Accelerated Transportation Technology
and Policy scenario, which underscored how technologies
and policies could advance and quicken developments
in the transportation sector.

And there were scenarios that examined the possi-
bilities for higher and lower economic growth.

“Whatthese scenarios underscore are genuine concerns
oversecurity of demand. There are majordemand uncertain-
ties,” said the OPEC Secretary General.

“l am sure we can also appreciate that this leads to
investment uncertainty. And if investments are not made
in a timely and adequate manner, then future consumer
needs might not be met.”

El-Badri said the industry as a whole also faced other
challenges, including the ongoing need to reduce exces-
sive market volatility.

“We cannot avoid speculation and volatility alto-
gether. However, it is essential we look to mitigate
extreme volatility and excessive speculation. These are
detrimental.”

He said the issue of speculation was a topic that had
seenanumberofjointworkshops organized between the
IEA, the IEF and OPEC, as agreed upon at the 12t |EF in
Mexico in 2010.

Then there was the acute need for skilled human
resources. “Given today’s economic climate, this may at
times be forgotten. With strong competition from other
sectors for skilled workers, there is a need to address the
oil industry’s difficulties in finding and hiring labour at
the global level,” he maintained.

“And here, | should like to underscore one further
challenge; that of energy poverty. We need to remember
that 1.4 billion people have no access to electricity and
some 2.7 billion rely on traditional biomass fortheirbasic
needs.

“Alleviating energy poverty is a priority for sus-
tainable development. It needs the urgent attention of
world leaders,” said El-Badri, stating that the Rio+20
meeting in June provided a great opportunity in this
regard.

He said that in looking at the challenges facing the
industry, they should also think about the often related
opportunities, such as advancing collaboration between
producers and consumers, as well as between national
oil companies and international oil companies on vari-
ous issues.

“It is important to have input, as appropriate, from
each and every stakeholder.”

They should also seek to share experiences with
new technology. They had seen this, for example, in
efforts to reduce the industry’s environmentalimpact —
through such technologies as carbon capture and stor-
age, which had been discussed and shared by many in
the industry.

Anotherareainvolved strengtheninghuman resources
by facilitating education and training in different energy
disciplines and making the industry an attractive and
long-term career choice for the young.

El-Badri said they should also work towards a more
stable environment —onein which extreme volatility and
excessive speculation were no longer such a prominent
market feature.

“And, of course, alleviating energy poverty forbillions
around the world” was another issue, he said.

Touchingon anothertheme highlighted as a “potential
game-changer” forthe industry, El-Badri pointed to shale
oil and shale gas. “It is clear they are already changing
the energy landscape in the US and there are evidently
possibilities elsewhere. However, challenges associated
with the environmental impact of hydraulic fracturing
remain, especially on groundwater supplies. And while
technology and scientific innovation will help eventually
solve these problems, it will take time,” he observed.

The OPECSecretary General said therewas also much
talk about alternative transportation technologies.

“At OPEC, we recognize thatthere willbe developments
andadvancementsin areas such aselectricand hybrid vehi-
cles. They will see market growth, albeit from a low base.

“However, we believe that oiland increasingly efficient
conventional powertrain technologies will remain central
to the transportation sector in the foreseeable future.”

Concluding, El-Badrireminded delegates thatenergy
use would continue to grow. “It will remain central to our
everyday lives; the heartbeat of our increasingly interde-
pendent and complex world.”

He said that in terms of resources, there were more
than enough to meet expected demand growth. And over-
all, fossil fuels would continue to supply over 80 per cent
of the world’s energy needs by 2035, with oil the energy
type with the largest share for most of this period.

“Finally, given the long-term nature of our industry
and the need for clarity and predictability — not only for
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Glinther Oettinger

oil, but energy in general — I would like to leave you with
three appropriate words: ‘stability, stability, stability’.

“Stability for investments and expansion to flourish;
stability foreconomies around the world to grow; and sta-
bility for producers that allows them a fair return from the
exploitation of their exhaustible natural resources.

“Stability is the key to a sustainable global energy
future for us all,” he concluded.

The next panelist to speak was

Commissioner for Energy at the European Union (EU),
who in looking at the energy sector in general, pointed
out that, last year, oil had been again at the heart of
politics.

First, Libya’s oil production was suspended, with the
consequent disruptions of supply that eventually led to
a release of oil stocks.

And just before that, there was the nuclear disaster
in Japan, which led to a shift from nuclear energy to other
sources of energy, notably oil, provoking a substantial

increase in oil imports in Japan and consequently an
increase in prices. “Again, this has revealed the global
interdependence of energy sources. If one source of
energy needs to be replaced, it will have to find a substi-
tute with all the consequences that are entailed in terms
of availability and prices,” he maintained.

Oettinger said that this probably also explained to
some extent why oil would continue to play a leading
role in the world’s energy mix.

“Allourscenarios, including the mostambitious ones,
indicate that by 2030 oil will still represent around one-
third of our energy needs. Currently, more than a third of
our energy portfolio, and almost all the energy used in
the transportation sector, will rely on oil.”

The EUwas currentlyimporting more than 80 percent
of its oil needs. “Even with our energy efficiency, this
figure may increase up to 90 per cent, or more, within
ten years. Our challenge, therefore, is to keep a secure
and affordable oil supply against a background of rising
demand from other parts of the world, while maintaining
the highest environmental standards.”

Oettinger said that over the past years, the global
energy scene had witnessed significant new develop-
mentsinterms of resources, technology developmentand
demand, which had redefined the global energy market.

They had seenthe birth of LNG technology developed
to economic scale, including new custom built ships,
gasification and degasification plants, which had led to
a genuine LNG market.

“We have witnessed the so-called shale gas revolu-
tion in the US, which could lead the country to become
a net gas exporter in the near future.
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“And other countries around the world are currently
assessing their unconventional gas potential, including
in the EU.”

Oettinger said a second revolution was currently
underway in the US on the back of unconventional gas,
namely unconventional oil and shale oil production.

“This has already led to the country significantly reduc-
ing its petroleum product intake in the Gulf of Mexico,
which has meant improved refining margins in the area
with an impact on European North Atlantic refiners.”

The EU Energy Commissioner said they had seen the
advent of gas-to-liquids technology at commercial scale,
able to provide cleaner fuels for the future. There had
been huge leaps in the efficiency of car engines and fuel
efficiency and battery technology.

Renewable technologies were becoming more major.
In2010, forthe firsttime ever, private companiesin devel-
oping countries had invested more in renewable energy
than their competitors in the developed nations.

In the past year-and-a-half, the China Development
Bank had offered more than $34bn in credit lines to
China’s solar companies.

“Finally, we might now be able to access regions of
the world for energy resources which were previously
inaccessible, such as the deep sea and the Arctic.

“Andyet, thisdoes not seemtobe enoughtoensurea
continuous access for our citizens to affordable, efficient
and clean energy in the future,” commented Oettinger.

He said they still faced a number of challenges. The
world population was growing significantly and was set
to reach 9bn around 2050. This meant a significantly
growing middle class and aspirations for future growth
and increased demand for energy.

Non-OECD countries were expected to account for over
90 percentoftheglobalenergydemandincreaseinthe com-
ing decades. This could have a dramatic effect on prices.

“Energy needs have become closely linked with food
production and climate change, so we need to actively
look at broadening our energy base, in order to provide
accessto energy foralland prevent energy poverty, while
not affecting food production or negatively affecting the
climate,” he claimed.

“So far, we have seen impressive developments in
the field of energy, but we cannot relax in our efforts as
our customer base for energy increases and so do the
energy needs.”

Oettinger said the energy challenge of increasingly
greaterdemand forincreasingly scarce resources required
a global solution, not as a best case scenario, but as a
matter of necessity.

“No matterwhatwe do, the cost of the energy system
will go up, due to increasing global demand, and global
prices are likely to continue to be volatile. It is therefore
essential to strengthen the resilience of our energy sys-
tem. But how do we do this?”

He said some options worked well in all scenarios,
namely energyefficiencyand renewable energyinvestments.

“We are still wasting too much of the energy we are
producing with great effort. Only ifwe increase ourenergy
efficiency and reduce energy consumption can we cope
with the challenge of investment costs,” he contended.

Oettingersaid the share of renewables was also grow-
ing significantly. Over time, renewables would become
more established in the energy mix.

“We also expect natural gas to remain a key element
of the EU energy mix, due to its advantages in terms of
sustainability and flexibility, availability and security of
supply and its competitiveness vis-a-vis other fuels.”

Natural gas, he stated, was a fossil fuel with the lowest
CO,emissions and could therefore contribute to a consid-
erable reduction of the EU’s greenhouse gas emissions.

“In order for gas to fulfill its potential, we need to
make the gas market much more flexible,” he asserted.

Rigid pricing structures that covered the gas price to
oil and rigid transport contracts that prevented gas from
easily being transported where it was most needed did
not help.

Public policy, said Oettinger, must focus not only on
competitive energy pricing, it must ensure that energy
saving and technology investment opportunities were
available acrossthe whole economy, including forenergy
intensive companies.

“Thatiswhat European energy policies are doing, giv-
ing energy consumers a stronger hand to negotiate supply
deals, involving businesses better in technology devel-
opment and promoting energy efficiency awareness.”

The EU Energy Commissioner said private investors
and governments would only investin energy if there was
a more stable framework that guaranteed more predict-
ability.

“Thisiswhywe developed the Energy Roadmap 2050.
Itis a basis for discussion and it is intended to facilitate



Ryan Lance

decision-making on energy policy post-2020. We must
alsoimprove research and development, which will bring
more cost efficient solutions in the future.”

Oettinger said this included progress with carbon
capture and storage (CCS) and/or carbon capture and
utilization (CCU), in particular for fossil fuel power plants.

“Without CCS, coal and also gas-fired power plants
will not be compatible in the long run with our climate
objectives, yet these energy sources are of crucialimpor-
tance for many countries. CCS and CCU are therefore a
much needed option, not only for power generation, but
also for heavy industries,” he maintained.

Nuclear energy, said Oettinger, would also play a rel-
evantorimportantrolein countrieswhere itwas accepted.
It remained a source of low carbon energy.

The role of the EU was primarily to ensure a level play-
ing field and the highest safety and security standards for
nuclearenergy. ltwas increasingly impossible to view spe-
cific energy sources individually and in an isolated form.

Oettingertold the Seminarthatthe energy scene was
moving fast and the only way to keep up with the pace
was for all energy actors to cooperate.

“Throughout history, we have seen
techno]ogy push back successive forecasts

preak oil and gas production.

The North American shale revolution is
the latest example.”

— Ryan Lance

“Reinforced cooperationamongallenergyactorsand
stakeholders, such as we have in the room here today, is
essential.”

Such a comprehensive cooperation, he continued,
should be mutually beneficialand should addressawide
range of topics, such as regulatory issues, the enhance-
ment of market transparency, cooperation on energy effi-
ciency and renewables, research and technology inno-
vation, and assessment of long-term energy supply and
demand perspectives.

For its part, he concluded, the EU had a lot to offer
to its international partners: an integrated internal mar-
ket of some 500 million consumers, aworld class energy
technologyindustry, veryadvanced researchin renewable
energy and energy efficiency and a stable, transparent
and non-discriminatory and legally binding energy policy
framework.

Addressing the Seminar from the perspective of an inter-
Chief Executive Officer
of ConocoPhillips, informed delegates that sixweeks pre-
viously, the company had spun off its downstream busi-
ness into a separate company.

national oilcompany,

It meant that today CononoPhillips was the world’s
largest independent exploration and production com-
pany, based on production and reserves.

“We are certainly excited about the future of this busi-
ness and the world energy business in general.”

Lance said there were several reasons for this. First
was the demand outlook. Overthe short term, they faced
economicuncertainty. There was the European sovereign
debt crisis, as well as slower growth in the US and the
emerging markets of China and India.
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“But over the long term, the outlook is bullish. That
is thanks to 80 million people peryearjoining the global
middle class, around half of that being in China. That is
more than double the recent historical average of 30m
people,” he affirmed.

Lance pointed outthatthese new consumers needed
energy for their homes, their appliances, their automo-
biles and their work places. It was creating significantly
higher oil demand in the developing countries.

This growth, he said, would outweigh market trends
in the developed OECD countries in which oil demand
had probably peaked.

“We also expect a transition in energy sources. But it
will be a very slow one and will take decades for renew-
able sources to achieve price competiveness and the
scale they will need to meet a major portion of society’s
energy needs,” he maintained.

He reminded Seminar participants to keep in mind
that an earlier transition from coal to oil, as the world’s
leading source, took about a century to complete. And
even decades afterwards, coalremained the second lead-
ing source.

Lance stated thatall credible forecasts indicated that
by 2035 oilwould stillbe the numberone source. It would
be followed by coal, natural gas and renewables.

“So oil does have a long future ahead of us.
Meanwhile, natural gas is essential in helping to meet
the rising demand in electric power. And that is thanks
to the abundance of the resource, environmental attrib-
utes and the near global availability of LNG.”

In fact, continued Lance, LNG was already helping to
fill the energy gap created by countries that were aban-
doning nuclear power, following the disaster in Japan.
And for countries that wanted to quickly and inexpen-
sively reduce their greenhouse gas emissions, natural
gas could replace other fossil fuels.

“Throughout history, we have seen technology push
back successive forecasts of peak oiland gas production.
The North American shale revolution is the latest exam-
ple,” observed Lance.

“We are also optimistic that both governments and
consumers are becoming more aware of the greaterabun-
dance of oil and natural gas. For too long, we have faced
a perception in consuming nations of resource scarcity.”

He stated that, in the US, substantial investments
had been made in coal and renewable sources. And

state governments had mandated the use of renewable
power. Much of this was done in the belief that natu-
ral gas would be too expensive. In fact, it was now the
lowest cost power source with its low fuel and capital
costs.

But Lance maintained that even with today’s greater
resource abundance, it would be a challenge to develop
the supplies fast enough to satisfy demand. Also, energy
security remained a strong concern.

“So we expect continuing interest in diversification
of energy sources,” he affirmed.

Meanwhile, said Lance, within the industry, a great
deal of new production was needed, not only to meet the
new demand, but also to replace the natural decline in
production. In fact, he said, 80 per cent of the supply by
2035 would go to make up this decline.

“Anyone who mistakenly believes that oil and natu-
ral gas is not a growth business need only consider one
statistic —the IEA estimates that cumulative investments
of $20 trillion will be necessary to satisfy energy demand
by 2035.”

Lance pointed out that some of this investmentwould
be needed in the OPEC nations. Although some supply
uncertainties remained, they were primarily political and
geopolitical in nature.

“Inshort, governmentactions orturmoil might restrict
access to production. This is a different type of challenge
toourindustryanditis different to resource scarcity, with
different policy implications,” he said.

Lance said ConocoPhillips’ optimism about the future
was based on several game-changers that were transform-
ing the industry.

“One of those my country, the US, is heavily involved
inisthe shale revolution in North America. As recently as
1990 natural gas production, reserves and demand were
allfalling. But since then, proved reserves have increased
by 68 per cent,” he disclosed.

“Now the US has nearly a century of supply and pro-
duction is up by one-third just since 2005 and with future
growth of 20 per cent expected by 2035.”

Lance said the greater availability of natural gas had
brought prices down and helped revive demand, particu-
larly in the energy-intensive industries.

“We are seeing construction in new petrochemical
plants, steel mills and other facilities in the US that in
years past have gone elsewhere. North America is now



essentially energyindependentin natural gas, an achieve-
ment until recently thought impossible,” he observed.

The US no longer needed LNG imports. In fact, said
Lance, itwould become an exporterin the next fewyears,
from the lower 48 states to Alaska.

Meanwhile, he continued, the new shale technology
was being applied to light, low-sulphur crudes as well.

“Keep in mind that US reserves peaked in 1970 and
by 2008 had fallen by half. But since then, reserves have
grown, while annual production is up by 14 per cent,
mostly from shale. Itis the first meaningful growth in over
20 years.

“We expect US shale liquids production to grow by
150 per cent by 2020. Thanks to both the oil shale in
the US and the Canadian oil sands, North America could
become self-sufficientin oil as well by 2025 — and even
an exporter,” maintained Lance.

He said that although it was too early to predict how
far the shale oil revolution would go, no one expected
the level of imports to be anywhere near Saudi Arabia’s
8mb/d.

“Meanwhile, shaleisbeing found worldwide and ithas
beenidentifiedindozens of countriesand many more have
not yet been assessed. Development in most cases will
not be as rapid as in North America,” Lance pointed out.

“There we have private mineral rights available for
leasing, awell-developed service industry, pipeline infra-
structure, aregulatory tax frameworkand an experienced
workforce. Few countries offerthe same contribution, but
development will occur.”

Lance said ConocoPhillips was pursuing shale, not
onlyinthe US, butin Canada, Australia, Poland and other
nations.

“We do not know how significantly international shale
oildevelopmentswillimpact global markets, but following
North American importswill certainly enable the industry
to further meet rising demand,” he forecast.

Changing markets also created both opportunity and
challenges. For example, said Lance, new trade relation-
ships were developing not only between nations, but
between companies.

And some of the resources were particularly difficult
in nature, such as working in shale, or other tight forma-
tions, developing resource trends that spanned hundreds
of miles and thousands of wells.

Or, operating in the even deeper offshore water,

harsherclimates, such as the Arctic, orproducingin high-
temperature, high-pressure reservoirs, or with corrosive
gas streams.

Or producing LNG both onshore and offshore — the
list went on.

“The scale of today’s opportunities and challenges
suggest that, more than ever, there are benefits through
collaboration,” commented Lance.

He stated thatwhetherthere was access to resources,
technology, experience and expertise, people, or capi-
tal, “we all have the strengths to share in the needs to
address them all.”

Arisingnumberofinternational players were partner-
ing in North American shale projects, the oil sands and
in deep water. Beyond access, they were gaining knowl-
edge; knowledge of resources assessment and develop-
ment risk mitigation, cost control and best practices in
safety and environmental stewardship.

“We all probably recognize the mastery oftechnology
in offering our expertise and determining our industry’s
winners and losers. That was true in the past and will be
true in the future.

“And, hopefully, we also recognize that collaboration
among us and the resulting enhancement of capabilities
it conveys will be essential in meeting society’s growing
energy needs,” he concluded.

The penultimate speaker in the first session,

a Member of the Managing Board of Siemens AG,
in assessing the new global energy trends, pointed out
that currently 1.5bn people did not have access to elec-
tricity, while another 2bn people would show up on the
planet earth in the next 40 years. The existing population
would have higher demand for electricity and energy.

“And evenifthetrends arevolatile and the peaks and
troughs are getting higherand lower, there is one truth in
the long term — global primary energy demand is grow-
ing. And global electricity demand is growing,” he said.

In the next 20 years, said Suess, electricity demand
would almost double. In 2030, coal, oil and gas together
would provide the same amount of energy than all
the systems today that included nuclear, hydro and
renewables.

“And it is not an ‘if’ fossil fuels and renewables, it
is always an ‘and’ because only if we add renewables
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Michael Suess

. even thhe trends are volatile and
the peaks and troughs are getting
higher and lower, there is one truth in

the long term — global primary energy
demand is growing. And global

electricity demand is growing.”

—— Michael Suess

to fossil fuels, can we avoid a lack of energy supplies.
But what do we install capacity-wise in the next 20
years?”

Suess said that, at the moment, there were 5,800
gigawatts of capacity existing in the world. Over the next
20 years, which represented a challenge and an oppor-
tunity, they would have to construct 7,000 GW of power
generation equipment.

“That means more than what is installed at the
moment. On the one hand it is a real engineering chal-
lenge, but it is also an opportunity because we can do it
in a very efficient way.

“The challenge is if we do it wrong, we do it wrong for
decades, because whatever we invest in power genera-
tion, it stays for 30, 40 or 50 years,” he explained.

“If you decide today on a nuclear power plant, you
decide for the next 60 years, ten years of which is for
construction. If you decide today on a coal-fired plant,
you will have it for 40 or 50 years. And if you decide for
a gas-fired power plant, you will have it for at least 30 to
40 years.

“So we are deciding for the following generations.
Renewables will only account for one-fifth of future energy
supply,” he observed.

Suess said that in percentage terms, support from
coal would decline from 40 per cent to 25 per cent, but
the absolute amount would increase.

“This is not as significant as gas, while nuclear will
stay at around six to seven per cent. That means that 400
new nuclear plants have to be constructed over the next
20 years. Today, we have 435 operating worldwide. And
they are phasing out 150 to 200 plants,” he stated.

So, said Suess, not one solution fitted all — but only
all together.

He said thatin China, forexample, which was hungry
for energy resources, they could not have the luxury of
choosing which kind of generation source they want to
choose — they needed to take everything that was avail-
able.

“And they have to use everything available to boost
their economic standing. In the end, a modern society
can only exist with skilled people, money available and
if you have energy.

“So, we have the resources and we must use these
together in the most efficient way,” he maintained.

Suess said that the US and Germany, for example,



had to face the situation that they were powered by 45
per cent of coal-based supply.

“These power plants have to face being phased out
becausetheyare notmeetingthe carbon dioxide require-
ments in the future. So either you go in with gas, nuclear
or renewables to replace them.”

In the Middle East, Suess continued, there was gas
and oil, “but you also have to think about renewables
because while you have $100/b oil, it is better to sell it,
rather than burn it domestically.”

Qil, he said, continued to be the mostvalid and most
valuable energy source in the world. Oil was storing the
highest densities of power.

Suess maintained that most of the new power-
generating plants would be based on gas, with some
steam and some nuclear, as well as renewables, includ-
ing solar and wind.

“In the end, we want to leave this society in a way
that climate protection can remain and we can handle
this world in a way that leaves a planet that people still
want to live on.”

He professed that economic efficiency was keyto this.
“If you don’t have a wealthy society then climate protec-
tion does not take place. This is something that history
has shown us.

“If we look at gas, this is one of the most promising
stories with both conventional and unconventional gas
and here we have to act responsibly — that we do not
burn that with a wrong perception.

“There are the right ways to explore forunconventional
gas and we must take care that we do it in a very respon-
sible way. But in doing that, there is gas for centuries.

“And why is gas for essential for electricity? Because
a modern gas-fired power plant can be run with almost
61 per cent efficiency and even the possibility of 85 to
90 per cent efficiency with the right process,” observed
Suess.

He said it all meant that one reduced CO, emissions
significantly. And on economic grounds, a gas-fired power
plant cost half of that of a coal-fired plant and less than
a quarter of a nuclear plant.

“l am reminded of the old saying that with time,
money and engineering you can reach anything. But we
have to have the right direction. And the direction to go
is to have equipment that has the highest efficiency and
using even the lowest quality of fuels,” he stated.

“So, in summary, | think there are much more posi-
tive opportunities than downside, evenifthe world today
is very volatile, very nervous and very scared.

“But there is the chance, with all the new capacities,
to getto doitright. There is not one answer and there will
not be a role model from any country.

“But there is a role model for each society with
the right portfolio, that resource efficiency comes first
and, above all, there is a lot of major enhancement for
energy systems with innovative technologies,” Suess
concluded.

The final speaker of the first session was

Vice President of the China National Petroleum
Corporation (CNPC), who gave an overview of the global
petroleum scene and his country’s energy situation.

He said thatremaining recoverable reserves of oiland
gas in the world amounted to 1.52 trillion barrels of oil
and 191tr cubic metres of gas. These had both increased
by 25 per cent over the last ten years.

Quoting US Geological Survey figures, Wang said that
in 2011, estimated conventionaloiland gasto be discov-
ered globally totaled 937 billion b of oil and 159tr cu m
of gas. That was seven per cent and 18 per cent, respec-
tively, more than the estimation in 2008.

Meanwhile, he said, with technologicaladvancement,
the exploration and production of unconventional oiland
gas had come to reality. Potential resources were much
bigger than that of conventional oil in terms of value.

He pointed out that OPEC was a major contributor of
conventional oil production growth. Conventional oil pro-
duction in most non-OPEC countries had reached peak
volume and would decline gradually in the future.

It was expected that future supply growth of conven-
tional oil would come from OPEC Member Countries.

The CNPC head said that between 2010 and 2035,
the increase in OPEC production was expected to be 14
million b/d. OPEC’s share in global oil supply was in line
to increase from the current 40.3 per cent to 45-50 per
cent.

“Globaloiland gas consumption is moving eastwards,
while production is moving westwards,” observed Wang.

He stated that in terms of consumption, it was
expected that by the year 2013 or 2014, oil consump-
tion in developing countries would reach 46m b/d,
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exceeding that of the developed countries and would
reach 62.7m b/d in 2030, accounting for 60 per cent of
the global total.

Wang said that in the coming 20 years, 80 per cent
of oil demand growth would come from the Asia Pacific
area, which would become the biggest gas consumption
centre as well.

In terms of production, he continued, the US was
accelerating its path towards energy independence. Its
dependence on oil imports had decreased from 60 per
centin 2005 to 45 percentin 2011 and was expected to
drop to one-third in the next 15 years.

Wang said the exploration and production of uncon-
ventional oil and gas resources, such as shale gas, the
oil sands in Canada and the heavy oil in Venezuela, was
mostlikelyto support suppliesinthe Western Hemisphere
around 2030.

Concerning China’s domestic oil sector, he said that
in the long term, the country’s oil consumption would
increase continuously with accelerating industrialization
and urbanization.

“Profound changes have taken place in China’s eco-
nomic structure and the model of development and con-
sumption. China will become more dependent on the
international energy market.”

Wanginformedthatin 2011, China’s domestic oil pro-
duction stood at about 200 million tons, while its local
consumption exceeded 450m t. [twas expected that con-
sumption in 2030 would reach, or exceed, 700m t.

“The role of OPEC Countries as China’s main source
of oil imports will be further strengthened,” he told the
Seminar.

Wangnoted that, inrecentyears, cooperation between
China and OPEC had been further strengthened, diversi-
fied and expanded.

Firstly, cooperation with OPEC Member Countries
had extended into multiple fields. In the past five years,
60-65 per cent of China’s imported oil came from OPEC
Countries.

“Atthe moment, Chinais cooperatingwith all 12 OPEC
Member Countries, in oiland gas investments, engineer-
ing services, petroleum equipment supply, oil and gas
trading and technological exchange. Those jointly have
been promoting new oil and gas developments in OPEC
Countries,” said Wang.

The CNPC head stressed that his company offered



assured comprehensive strength and had an interna-
tional competitive edge, such as in the Orinoco heavy
oil development in Venezuela and in the Iraq post-war
bidding rounds and the implementation of awarded
projects.

OPEC joint ventures in China were being actively
promoted, he stated. National oil companies (NOCs)
from China and OPEC Member Countries were in exten-
sive cooperation, examples being the Guangdong refin-
ery project with Venezuela, a petrochemical project with
SaudiAramco, a hydro refineryand petrochemical project
with Qatar Petroleum and also a refinery with the Kuwait
Petroleum Corporation (KPC).

“With most of these projects, we will start construc-
tion this year or next year,” Wang revealed.

Meanwhile, he continued, the cooperation between
Chinese oil companies and OPEC NOCs would be further
expanded to Chinese oil product marketing.

“The change in the demand/supply structure makes
it certain thatthe link between Chinaand OPEC Countries
will grow even stronger. Our cooperation will bring a win-
win situation in the long run,” he affirmed.

“China wishes to strengthen its exchanges in the
energy sector with OPEC so as to gain a better under-
standing of each otherand to enhance our cooperation,”
he concluded. HH

Below: The historic splendor of the Hofburg Palace in Vienna, which again hosted the OPEC Seminar.
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Djezani Alison-Madueke

“In essence, the cardinal rule of the oil
and gas industr)/ in global economic
stabi]it)/ and g]oba] security cannot be

over-emphasized.”

—— Diezani Alison-Madueke

Diezani Alison-Madueke
Minister of Petroleum Resources, Nigeria

Wilson Pastor-Morris

Minister of Non-Renewable Natural Resources, Ecuador

Rostam Ghasemi

Minister of Petroleum, Iran

Jaipal Sudini Reddy

Minister of Petroleum & Natural Gas, India
Lars H Thunell

Executive Vice President and CEO, International Finance Corporation

Michael Masters
Chairman, Better Markets Inc

Chairperson for the Seminar’s second session was

Nigeria’s Minister of Petroleum
Resources. Before introducing the guest speakers, she
commented on the oil market situation and the world
economy.

Recent developments, she said, would suggest that
the global economy was far from being out of the reces-
sion that was triggered by the OECD financial crisis of
2007-08.

She noted that as the economy tried to recover, there
was some consolidation in 2010, but 2011 presented a
somewhat different picture.

“By August of last year, political gridlock in the US
triggered for the first time a downgrading of the US credit
rating by Standard and Poors,” she observed.
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As a consequence, the challenge was posed to poli-
cymakers to manage animpending contagion through fis-
cal discipline and austerity measures, resulting in either
economies going into recession, or having a near zero
growth rate.

Mrs Alison-Madueke noted that global crude oil
demand decreased from 88.8m b/d in the fourth quar-
terof 2011 to 87.8m b/d in the first quarter of 2012.

Supplyalso declined — from 88.5m b/d in the fourth
quarterof 2011 to 87.8mb/d in the first quarter of 2012.

Due to seasonal demand effects and refineries’ turn-
around maintenance in various regions, oil demand was
higher than supply in the fourth quarter of 2011 by up
to 1m b/d, she observed.

That was due to high diesel demand for both the
transportation and industrial sectors. The global sup-
ply average in 2011 of about 87.4m b/d, compared with
86.5m b/d in 2010.

“Thiswas mainly due to sustained supply from OPEC,
South America and the former Soviet Union.”

The Minister said that in 2012, economic instability
had been heightened by the Greek Euro-zone crisis, trig-
gering bank failures across the global financial system,
in addition to the crisis in Syria and the nuclear stand-off
in Iran.

“So on the whole, the global economic growth rate is
slowing,” she pointed out. Growth was projected atabout
3.4 per cent for 2012, down from 3.8 per centin 2011.

“Given this current state of the global economy, |
don’t think there could have been a better time to hold
this Seminar. | think it goes without saying as well that
energy today is at the heart of every economic, environ-
mental and developmental issue.”

Mrs Alison-Madueke maintained that energy security,
in particular, had never been more extricably linked to
global security and the world economy as it was today.

Various factors, both indirect and direct, contributed
to the need to focus on the oil and gas industry within
this particular framework.

“Inessence, the cardinalrule ofthe oiland gasindus-
try in global economic stability and global security can-
not be over-emphasized,” she professed.

The Minister said there were a few key solutions,
including expansion and diversification of supply, a shift
towards cleaner fuels, such as natural gas, as well as the
leveraging of energy resources, particularly in developing

nations, to fuel more major domestic economic growth,
soas to forestall the vulnerability to terrorism, or poverty,
or both.

She said it was against this background that most of
the oil and gas industry had incurred strategic levers in
global economic order and global security.

“Ithinkthat, allin all, we have to look at global energy
growth demand and increasing concentrations of sup-
ply, rising energy costs and national economies, rapidly
progressing climate change, food security and the rise in
global terrorism.”

Before introducing the keynote speaker, Mrs Alison-
Madueke told delegates that the session would look at
such issues as the correlation of the world economy and
oil production and “how we can reduce price volatility,
which is always a common negative denominatorto both
production and consumption in the oil market.”

She added: “We will look also at whether the state
of the world economy impacts the level of investment in
the oil industry and what informs the increase in coop-
eration and collaboration with organizations such as the
IEA, the IEF and OPEC.”

The keynote speaker for the second session was

Ecuador’'s Minister of Non-Renewable
Natural Resources, who spoke of the challenges facing
OPEC and its Member Countries, in the light of the ailing
global economic situation.

He pointed out that the present and near future pros-
pects for the world economy remained negative.

The macro-economic environmentwas stillunderthe
effects of the 2008 economic crisis that had affected the
majority of the world’s economies.

“The recovery continues being slowed by the weak-
ness of the financial sector. The main uncertainty is
focused on the Euro-zone sovereign debt crisis. The con-
sequences of this are worsening, particularly foremploy-
mentandtheincreasing negative effects on international
trade,” he declared.

The Minister noted that the US economy had not yet
reached the expected healthy growth, while Japan was
also struggling to get over a slow recovery.

The emerging economies, which had suffered fewer
disruptions in the 2008 crisis, were now also losing their
strength, mainly due to the global economic effects.



Wilson Pdstor-Morris

“The 2008 crisis is a good example as
to how quickly confidence can erode,
how contagion can spread throughout
the globalized world, as well as how
challenging and expensive it is to repair

the damage.”

—— Wilson Pastor-Morris

The major OECD and European economies were on a
decreasing path, while the peripheral countries had also
entered into recession.

Pastor-Morris stressed that the expansion of China
and India was also slowing down.

Regarding the oil markets, he said they were witness-
ing a dramatic and increasing shiftin the oil paradigm as
a result of three major events.

Firstly, he stated, there was a change in the polarity
of oil consumption to Asia. This would trigger the main

worldwide hydrocarbons producers, like Russia, to diver-
sify the orientation of their exports.

The Minister observed that, since the middle of the
last decade, oil demand from the emerging economies
was being enforced by the reduced, stagnating, or weak
consumption in the OECD countries.

Meanwhile, China and Indiawere consolidating their
positions as leaders of the energy consumers.

The second important issue, he said, was that since
the beginning of this century oil had become more and
more a financial asset.

This had amplified the upward and downward move-
ments of prices, which had led to increased trade and
speculation in the commodity markets, especially the
oil markets.

“This has opened a debate, notonly on the effects on
the high oil price volatility suffered in the last years, but
also on the price formation mechanism,” he affirmed.

Pastor-Morris stated thatthe third issue involved how
the US would become self-sufficient in hydrocarbons in
the predictable long term.

“There is an important shift in the US, due to its role
as an important economic leader. The production and
availability of non-conventional oil, like shale gas and
shale oil, in the next years will allow the country to be
less and less dependent on the global energy uncertain-
ties that could trigger a positive impact in the world eco-
nomic expansion.”

Additionally, he said, the global energy market was
facing other challenges, such as the restructuring of the
energy mix in Japan and Germany, due to the nuclear
incident in the former.

“There is no doubt we are facing challenging times
in the context of an unstable geopolitical environment.
Financialrestrictions against Iran from the USand Europe
are ongoing, although a roadmap for negotiation is still
open.

“Japan, India, South Korea and other countries are
maintaining their oilimports from Iran. However, a latent
risk of disruption in Iran’s oil supply remains at an ele-
vated level.”

On the other hand, said Pastor-Morris, since 2011,
Irag’s oil production had increased, it being one of
the countries with the largest future growth of conven-
tional oil production that had not yet reached its full
potential.
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“Certainly in the Middle East, geopolitical tensions
related to oil supply have diminished. However, the politi-
calstruggle in Syria is worsening with unpredictable con-
sequences for the regional and global environment,” he
stated.

The Minister said that at the OPEC Conference in
December 2011, OPEC had decided to maintain crude
oil production at 30m b/d. Non-OPEC crude oil produc-
tion was at around 53m b/d.

OPEC Members also decided that, if necessary, the
Organization would take steps to ensure market balance
at reasonable price levels. At present, OPEC’s crude oil
supplyhadreached 31.6mb/d, exceeding OPEC demand
for crude. Inventories had increased to 60 days of sup-
ply in the OECD for the first quarter, causing a reduction
in spare capacity in OPEC Member Countries from 5.2m
b/dto 3.6m b/d, generating uncertainty about the over-
all supply cushion.

Pastor-Morris said that, on the demand side, this year
OPEC estimated a slightincrease in global oil demand of
800,000 b/d.

In the future, he maintained, the prevailing macro-
economic uncertainties would continue affecting oil
demand until the economic contraction in the Euro-zone
was overcome, as well as the effects on global interna-
tional oil trade.

“Although in the short term, we face a precarious
economic situation with weakening oil demand growth,
in the medium to long term the scenario of the funda-
mentals of oil supply remain strong, as forecast by the
main international organizations and oil companies,” he
observed.

The Ministersaid that OPEC’s latest World Oil Outlook
(WOO0) showed that energy demand between 2010 and
2035 was expected to increase by more than 50 per cent,
while oilwould retain the largest share of energy type with
28 per cent of the energy mix.

“Concerningthe price performance, we have observed
over the past 12 years, with the exception of 2009, that
there has been continuous growth in oil consumption
and production, sustaining and increasing prices in real
terms.

“This is mainly explained by the emerging growth of
the major Asian economies.”

Pastor-Morris noted that some analysts tried to
explain the rise in prices by the eruption of the financial

markets, when in fact, in the context of growing world
demand, the oil price reflected mainly the growing cost of
exploration, development and production for new petro-
leum discoveries.

In line with the increasing costs, one of the most
important questions for steady future oil prices was the
industry’s capability to allocate substantial investment
requirements, he said.

Justforthe upstream sector, the OPEC Secretariat esti-
mated spending of over $3 trillion in the next 25 years
to secure the required increase in the production of con-
ventional and non-conventional oil.

“Otherwise, we will return in the mid term to price
volatility cycles,” the Minister said.

He said that one lesson to be learned from the eco-
nomic crisis, when oil prices fluctuated from $147/b to
$30/binjustafew monthsinthe summerof 2008, a situ-
ation that was amplified by the effects of the oil financial
markets, was to avoid the aggravation of the downside of
the economic cycle, which had devastating consequences
on producers and consumers.

“Inthefirstfive months 0f2012, we faced imbalanced
periods of oil supply and oil demand and price volatility.”

The Minister observed that the first quarter of this
year had been characterized by an upward movement
in oil prices, based on optimistic data in the US, the US
dollar's weakness and geopolitical events.

“This situation has been reversing since late April
underthe perception of weakening world demand, based
on the effects of the European crisis and real access to oil
supply, leadingtoa level of oil price last seen in December
2011,” he stated.

In the past decade, he said, the impact of the rising
costs of oil on GDP was quite different in countries where
the economy was growing healthily, than in countries
where the economies were stagnated by the financial
crisis.

“If we take the G7 countries, the growth was not so
severely affected as a whole by the rise in oil prices, in
contrast to the impact on the OECD and the European
economies, which have weak GDP growth,” he explained.

Pastor-Morris said the recent International Monetary
Fund 2012 working paper on the future of oil geology ver-
sus technology forecast some limits on oil prices in the
world economy.

“This paper states that assuming estimated steady



world growth equal to four per cent, the average annual
growth rate of real oil prices at which the modelassumes
zero effect on output growth is seven per cent.

“The majorchallengeisto achieve steady GDP growth.
But forthe time being, the producers are facing an unsta-
ble situation concerning the level of supply in 2012.

“The 2008 crisis is a good example as to how quickly
confidence can erode, how contagion can spread through-
out the globalized world, as well as how challenging and
expensive it is to repair the damage.

“We have learned that we still have a long way to go
to preventing crude oil shocks and volatility.

“Instead of reacting to them, there is a lot of room
to improve the oil market scenario in key basic ways, to
achieve transparency and global cooperation, to better
understand both the causes and effects of volatility, ena-
bling us to reduce its lasting effects on the economy and
the people.”

Pastor-Morris said that in respect to the technical cri-
sis, the financial crisis and commodity price volatility, at
the end of last year the G20 had taken steps to “improve
the other side” of the financial and energy-related mar-
kets, by increasing transparency, by enacting legislative
reforms and by deciding on establishing position limits
on traders.

He said itwas good for his country, Ecuador, to be part
ofthereinforcement ofthe trilateral cooperation of the IEA,
thelEFand OPEC, in ordertoimprove supplyand demand
reliability through comprehensive data collection.

“In this way, we can enable global policies to ensure
that future investment can be boosted in the energy sec-
tor. We are all committed to achieving a stable and pre-
dictable energy market landscape, in which OPEC will
continue to play a determining role.

“Transparency and cooperation enhances security of
supply and demand and price stability also requires an
affordable price for the consumers, with prices that can
fuel prosperity for the developing producing countries,”
the Minister concluded.

In stressing the importance of petroleum to global eco-
nomic expansion, Iran’s Minister of
Petroleum, also spoke in his address about the damag-
ing effects of speculative activity in the commodity mar-
kets, especially oil. He stated that, in past years, the

Rostam Ghasemi

“It is evident that the price Qfoil is sensitive

not only to economic factors, but also to other

factors, including geopolitics.”

—— Rostam Ghasemi

world had faced different economic crises, the last being
the economic crisis of 2008.

“When a crisis sets in, many politicians and even
some economists point their fingers to oil prices and to
the oil producers, especially OPEC Member Countries,”
he declared.

Atthe sametime, othereconomists also studying the
causes of economic downturns came to the conclusion
that they were rooted in the major industrialized coun-
tries’ monetary, financial and banking policies.

“Here of course, time constraints do not allow for a
review of the current political and economic thoughts
related to the impact of the oil price, but we all know
that the energy sector, especially oil, is the main engine
of economic growth and development, through its ties
with all sectors of the economy.”
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Moreover, said the Minister, economic growth, social
welfare and rising demand for energy were also very
closely interrelated.

He maintained that over the past several decades,
consumers had done theirutmostto reduce energyinten-
sity in GDP. Energy intensity had fallen dramatically from
2.71 barrels per capita in the early 1970s to 0.9 b nowa-
days.

“That process is underway in the developed econo-
mies, in particular, butalsointhe emerging economies.”

Ghasemisaidthat, ata steeper pace, energy intensity
had fallen in the developing countries from 9.68 b to the
low of 2.06 b today, which was, of course, still very high
compared to the figure of the 1970s.

He pointed out that in addition to the enhanced
energy efficiency and energy intensity consumers were
also diversifying their supply in the light of environmen-
tal considerations.

“However, despite consuming country efforts to
reduce energy and oil consumption in recent years, the
world economy has witnessed a major shift from the result-
ingrisein economic growth in the emerging economies.”

Forexample, said the Minister, the share of develop-
ing countries in world economic growth had increased
form 20 per cent in the 1990s to currently stand at 65
per cent.

“Moreover, because of a structural change in most
developing countries, especially India and China, which
have moved from agricultural to industrial economies
with rising urbanization, there has been strong growth
in transportation and increasing per capita energy con-
sumption and growing demand for oil.”

Ghasemi noted that most experts were of the opin-
ion that even though energy intensity was falling in many
countries, including China, ifeconomic growth continued
at the levels seen in 2000 and 2011, rising demand for
energy and oilwould continue, leadingto higher oil prices.

“On the other hand, due to increasing globalization
and wider international trade, the economic growth risk
of one region may spill-over into other regions, affecting
not only the world economy, but also the commodity and
oil markets, as well.”

The Minister said the most tangible example of this
was the crisis in the US banking system in 2008, which
affected other regions’ financial systems, leading to a
deep world economic recession.

“That crisis adversely affected commodities and the
oil market and, as a result, the oil-exporting countries
and their revenue suffered a lot.”

Ghasemi said that through government intervention
andvarious financialand monetary packages, economies
were brought back under control.

And, at the same time, OPEC’s adoption of suitable
policies brought stability to the oil markets.

The Minister observed thatin 2010, the world econ-
omy improved with growth of 4.9 per cent, a situation that
also increased the price of commodities, including oil.

In 2011, the sovereign debt crisis in Europe led to a
relative fall in the world economy and, as a result, com-
modities and oil were expected to drop, but instead the
political crisis in the Middle East pushed prices up.

“Itis evident that the price of oil is sensitive not only
to economic factors, but also to other factors, including
geopolitics,” Ghasemi pointed out.

Atthe same time, the monetary policies of the indus-
trialized countries had increased speculative activity in
commodities and changed the pricing mechanism.

He said the international oil market nowadays was
not only affected by the fundamentals, it was also sensi-
tive to developments in a speculative form.

“It is evident that the growth of investment in the
commodity markets will increase market volatility, which
adversely affects investment in the oil sector, as well as
impacting the world economy, especially the economies
of the oil-exporting countries.

“Therefore, the adoption of prepared monetary and
financial policy, aswellasareduction of politicalinfluence
and involvement in the commodity markets, is essential
for world economic growth.”

Ghasemi stressed that, under the current economic
and financial circumstances, it was unfortunate that the
imposition of sanctions on Iran, the second-largest OPEC
oil producer, was being considered by Europe, a situation
that enhanced the intrusion of politics in the market and
boosted speculation.

“Certainly, this politically motivated approach will
damage the stability of both the oil market and the world
economy,” he professed.

The Minister told delegates that throughout history,
political, monetary and economic issues had been inter-
related constantly, especially concerning energy policy by
the major consuming countries.



This situation, he continued, was started in the past
and was continuing in the present. It had created an
uncertain future for both oil demand and the economies
of the oil-exporting countries.

“The use of instruments such as sanctions or direct
military invention in the energy-producing countries will
increase the price of oil and market volatility,” Ghasemi
warned.

“Such intervention will distort supply development
and the exports of certain producers.”

The Minister said his country shared the opinion
that a sufficient and sustainable supply of energy would
ensure the stability of the world oil market.

“And sustainable energy supply calls for politicaland
geopolitical stability. Underthe shadow of economic sanc-
tions and military intervention, the trend of oil produc-
tion will not continue to meet the expectations of both
producers and consumers,” Ghasemi observed.

He noted that, in the past, consuming governments
used to stress that force would not be utilized as a tool
for imposing pressure on other countries.

“But today we are witnessing unilaterally imposed
sanctionson a producerthatcertain consumers are using
as a means to attend to a political objective.

“They are imposing constraints on oil and this will
result in an unstable oil market and ultimately lead to
sharp swings in the price of crude oil, which is vital to
economic growth.

“We also believe that energy policy should not focus
purely on the issue of substitution of enhancing energy
efficiency, reducing the share of oil for the household
energy consumption basket and increasing national rev-
enueviadiscriminatory taxation on fossil fuels, especially
oil.”

Ghasemi said policy should rather concentrate
on tackling challenges, such as establishing financial
resources for new industry products, enhancing secu-
rity, minimizing obstacles, removing political tensions
in the oil-producing countries and finding ways to limit
the influence of speculation, while regulating activities.

“Nowthetime hasarrived thatinstead of emphasizing
unilateral discriminatory and unjust policies, we should
concentrate more on fundamentalissues, such as reduc-
ing geopoliticaltensions, removing political pressure and
economic bottlenecks, as well as sanctions.

“There is no doubt we all need to return to eco-

nomic logic, peace and stability, respect for interna-
tional law, ensuring financial resources investment risk,
reducing and facilitating the free flow of technology into
producing countries and ensuring unhindered access
to them.

“Underthese circumstances and with a rising capac-
ity increase, long-term energy security and a suitable
economy will materialize,” the Minister concluded.

Looking at the global economic situation from the van-
tage pointofan emerging economy,

India’s Minister of Petroleum and Natural Gas, told par-
ticipants that they were meeting during difficult times, a
factrightly and repeatedly emphasized by other Seminar
speakers.

He stressed that the Eurozone crisis, the continuing
recession in the global economy, rising geopolitical ten-
sions, a sustained phase of high volatile international oil
prices, as well as extraneous factors, continued to influ-
ence the price formation of oil.

“All these pose serious challenges to the health of
the global economy and stability of the world’s financial
system,” he warned.

The Minister stated that the current global financial
crisis had lasted longerthan anyone thoughtin 2008 and
was undoubtedly the greatest threat faced by the world
economy since the Great Depression eight decades ago.

“Since Indiaisthe world’s fourth-largest netimporter,
| am talking today from the perspective of an emerging
economy.

“We are all agreed that oil prices particularly affect
globaleconomic performance. In oil-importing countries,
like India, higherinternational oil prices lead to domestic
inflation, increased import costs and an increase in the
budget deficit.

“Itinvariably drives up interest rates and slows down
economic growth. Higher oil prices raise the cost of fertiliz-
ers, hence the cost of food, thus hitting hard the poorest
economies and the poorest within those economies,” he
affirmed. Reddy said that net oil-importing countries
experienced deterioration in their balance of payments,
putting downward pressure on exchange rates.

Asaresult,imports became more expensive, exports
less valuable, leading to a drop in real national income.

“There could not be a more direct cause and effect
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Jaipal Sudini Reddy

“It is a highly interconnected, interdependent
world and we must swim or sink together. Let the
producing and consuming countries work together
to build trust, share market data to establish
demand certainty, and instill confidence in the
oil-producing countries to undertake the required
investments to produce ]arger quantities qf

incremental oil and gas.”

— Jaipal Sudini Reddy

relation than oil prices retarding economic growth of the
oil-importing countries,” he maintained.

The Minister said that between the financial years
2010-11 to 2011-12 India’s annual average cost of
imported crude oilincreased by $27/b, making the coun-
try’s oil import bill rise from $100 billion to $140bn.

“Further, since we could not pass on the full impact
of high international oil prices, we had to shell out sub-
sidies to the consumers, amounting to $25bn.”

Reddy said it was estimated that a sustained $10/b

increase in crude oil prices led to a 1.5 per cent reduc-
tion in the GDP of developing countries.

“We have seen evidence of this in our own country.
India’s GDP grew by 6.9 per centin the last financial year,
down from the eight per cent plus growth rate experienced
over the previous few years,” he observed.

The Minister stated that if one surveyed current lit-
erature on oil prices and the global economy, one could
discern two schools of thought.

“One school holds that the global economy has built
up enough resilience to absorb oil price hikes, due to
stronger demand from the emerging economies, as well
as more enlightened central bank policies.

“The other school of thought is categorical that high
oil prices are one of the primary reasons for the weak
conditions in the economies of the US and Europe.

“We subscribe to the latter view and hold that very
high, volatile oil prices will continue to weaken global
efforts foran expeditious recovery from the ongoing global
economic recession and financial crisis,” he affirmed.

“Inthis august gathering, | can but highlight the dual
role that crude oil now plays both as a physical commod-
ity and as a financial asset and the need to improve our
understanding of the inter-linkages between the physi-
cal and the financial markets.”

Reddy said there were a few questions he would like
to pose:

“Is the price discovery of oil today an outcome of the
economic fundamentals of demand and supply, or are
there extraneous factors at play?

“If oil has such a large impact on the health of the
global economy, can we afford to leave the price dis-
covery of such a vital and finite resource as oil entirely
unregulated in the commodity derivative markets of the
financial markets?

“Are the oil futures markets adequately performing
their functions of price discovery and risk transfer?”

He said that for the oil-importing countries, these
questions needed to be squarely addressed, “if we are
to address the challenges of global energy security.

“We are enthused by the G20 to strengthen the reg-
ulation of oil futures markets and trade in paper bar-
rels. Such a move pursued to its logical end will render
oil markets less opaque, dampen volatility, and provide
the much-needed stability and predictability in oil price
formation.



“It is our belief that excessively high volatility in oil
prices benefits neither the producing countries, nor the
consumers. In fact, they lead to demand destruction in
the consuming countries, thereby inhibiting fresh invest-
ments by the producing countries, leading to vicious
cycles of higher prices and falling supplies,” maintained
Reddy.

Heremindedthe audience thatthe global population
was projected to increase to 9bn by mid-century and that
providing easy access to energy at affordable prices and
in an environmentally sustainable mannerwas the major
challenge that confronted policy planners today.

“We all agree that oil and gas will remain the domi-
nant fuel in the world’s energy mix until 2030.”

Reddy said the question critical to the world economy
was: “Are we making sufficient investment for ensuring
the production of the incremental quantities of oil and
gas required in the days ahead?”

The answer to that question, he said, must necessar-
ily be in the affirmative if the global economy was to be
in sound health.

“Unless we understand the strong linkage between
oil price stability and the overall health and stability of

Lars H Thunell

the global economy, we will not be able to come up with
a prescription for a quick recovery,” he asserted.

“Itis a highly interconnected, interdependent world
and we must swim or sinktogether. Let the producing and
consuming countries work together to build trust, share
market data to establish demand certainty, and instill
confidence in the oil-producing countries to undertake
the required investments to produce larger quantities of
incremental oil and gas.

“Let us reduce the influence of extraneous factors
in oil price formation and gain greater transparency and
predictability in the international oil markets. By doing
so, we will be contributing our bit for an early recovery in
the global economy,” the Minister concluded.

Ingiving an overview ofthe state of the world economyand
the prognosisforthe future, ExecutiveVice
President and Chief Executive Officer of the International
Finance Corporation (IFC), told the Seminar that high oil
prices were both good and bad for developing countries.

He revealed that the World Bank, in its latest forecast
for the world economy for 2012 and 2013, predicted a
reduction in the growth rate for 2012 to 2.5 per cent and
to 3.5 per cent for 2013.

“The situation we have seen afterthe US financial cri-
sisin 2008 has been a multi-polar type of growth model,
with the emerging markets driving economic growth,” he
explained.

Thunell pointed out thatin 2011, some two-thirds of
global growth was as a result of the emerging markets,
especially the middle class, who were now driving those
economies.

“I think we are in for a very volatile
situation where we all have to work
very closely together to make sure that
the poorest people in the world are
not really being hurt by the current

economic deve]opments. ”

—— Lars H Thunell
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“Unfortunately, the malaise in Europe is spreading
through various transmission mechanisms to the emerg-
ing markets. We see itin terms of trade, in terms of remit-
tances and we see it in the financial area, where banks
are pulling back,” he affirmed.

Thunell maintained that, today, volatility in oil prices
anditsinterrelationship with world economic growth and
the uncertainty surrounding this had become one of the
drivers of the world economic situation.

From a World Bank perspective, the effect high oil
prices had onthe developing countries was a majorissue
for the institution.

“We seethe effects higheroil prices have on the budg-
ets of especially the poorer countries — on their invest-
ment programmes and on individuals,” he stated.

Thunell said that especially when the price of crude
reached over $60 a barrel, the correlation between food
prices and oil prices became higher and higher.

“So itis not only the effects of the oil prices, but also
the effects of food prices that are really impacting people
in these countries.”

He said that, year-to-date, food prices had risen by
about eight per cent. “So this is creating a real problem.”

But Thunell pointed out that, at the same time, the
higher oil prices had created many opportunities for the
developing countries.

“We are seeing a number of new explorations and
new oil and gas finds in Sub-Saharan Africa, for example.
So the big questions are: Is this going to be a blessing
or a curse for these countries? Are the benefits from this
new oil going to be really felt? Will there be fair distribu-
tion to the citizens of the countries and how do we cre-
ate a good balance between foreign investors and local
companies? How do we get energy for all?”

Thunell maintained that South Sudan was a very good
example of these issues. They had oil, but they had no
way of getting it out of the country today, except by going
through Sudan, which was not exactly friendly.

“Less than one per cent of the population in South
Sudan hasanyaccessto electricity. We have helped them
over the last two years, but it is really a question of how
they build their capacity to handle the challenge of mak-
ing sure that the oil there will benefit the country.”

Thunell stated that the World Bank tried to take a bal-
anced role and ensure a fair distribution.

“We very much believe in the extractive industry

transparency initiative — having transparency of what is
actually happening with the money and seeing who gets
what.

“Wetryto create linkages, to create smalland medium
enterprises that can actually deliver into the projects. It
is also important that when we talk about development,
we do not forget about sustainability.

“If we build power plants forexample, we are locking
in a technology for the next 50 years, working with the
best technologies, working with renewables and energy
efficiency. Even in poor countries it is important.

“Forexample we have worked with the Chinese auth-
orities on energy efficiencyand a programme through the
banks forfinancing smallinvestmentsin energy efficiency.

“The savings today are estimated at the equivalent
of 30 medium-sized nuclear power plants. That is what
energy efficiency can do for you.”

Thunell said that another issue today that was a
fall-out of the financial crisis, first in the US and now in
Europe, was a lack of financing.

“Projects are getting bigger. And not only do we have
tofinancethe actual natural resource extraction, but more
and more we are seeing that up to 50 per cent of the pro-
jects are about infrastructure, getting the commodity out
through pipelines and railroads etc.

“So the financing needs are immense. And today we
have the credit crunch affecting many parts of the world,
coupledwith the high cost of dollars, and we see European
Banks de-leveraging and pulling out. In the first quarter
of this year, this amounted to some $500 billion.

“We see them pulling out of trade finance, because
they do not want to get involved. This, again, is hurting
very much the poor countries who need letters of credit
to finance their imports and exports.”

Thunell observed that with the high prices for com-
modities and the reductionin financing, “we see theyare
getting really squeezed. We are seeing countries now not
even being able to import the essentials. This is some-
where that we need to have new innovations, public and
private partnerships, and working with institutions like
the IFC.”

Today, the IFC was involved in project finance, cor-
porate finance, equity finance, and trade finance. Over
the last five to six years, the institution had gone from
investment of around $7 billion a year to about $20bn
annually.



“We have also shifted and today about 50 per cent
of our projects are in the poorest countries. We also work
with the World Bank on capacity-building.”

Thunelltold delegates that the IFCwas already working
closelywith the OPEC Fund for International Development
(OFID).

“We recently started something called an ‘Asset
Management Company’, where we take sovereign wealth
funds and invest those in equity projects in the poorest
countries.

“And we have managed to get a 20 per cent return
on equity. That is a way we are moving forward in Africa.

“l think this is one way where OPEC could help in
recycling the petro-dollars to the poorest of countries.

“| think we are in for a very volatile situation where
we all have to work very closely together to make sure
that the poorest people in the world are not really being
hurt by the current economic developments.”

Thunell concluded his address by stating that, at the
sametime, they should create a good base for the future,
in terms of investment climate and with a fair share of
the benefits of projects.

The final speaker of the second session was

Chairman of Better Markets Incorporated, who
described himself as a hedge fund manager who, over
the years, had studied money flows. In his address he
spoke freely on the intricacies of the global money mar-
kets, including the role of money in the crude oil deriva-
tives markets.

He said it was imperative to understand the world of
money in markets, because, after all, money was what
moved markets.

“The financial markets are complexand ittakes some-
one with financial market expertise to advocate on behalf
of the public, because in many cases they are not sure
what to advocate on,” he observed.

Masters maintained that markets really could be bet-
ter. They needed to be more transparent, they needed
more regulation, they needed accountability and over-
sight and the idea was for markets to represent the pub-
lic’s interests.

“After all, the markets are made of human beings,
human beings have flaws, and it is imperative that we
look into the markets and we understand that, in fact,

Michael Masters

“It is imperative to understand the role of the large
institutions and their activities in the financial
markets. The reality is that liquidity is like aspirin
— if I take two, I get one effect, but if I take the
whole bottle, I get another effect.”

—— Michael Masters

markets are just human creations and they need to be
addressed as such.”

He said that, hopefully, by making better trans-
parency, “we can benefit the entire public on market
structure.”

Masters pointed out that in the global financial mar-
kets, there was a buyer for every seller and a seller for
every buyer in any transaction.

“That is the only function a market really has — to
match buyers and sellers. And the way markets do this
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Question time at the end of the second session, with moderator, John Defterios.

is via price. So markets move up and down via the price
function and they match buyers and sellers. And that is
the same with commodities.”

Masters explained that even though in commodi-
ties derivatives one could create an infinite amount of
futures contracts, one could only create a finite amount
at any given price. “After that, the price must move and
thatis the issue we are all dealing with here — the price
movement. So, in the commodities markets, just like any
markets, money matters, because that is what moves
markets.”

Concerning West Texas Intermediate (WTI), the
American benchmark crude, Masters said that in 1995
open interest for this oil blend was about half a million
contracts and it stayed at that level for many years. But
in 2004-05, the number spiked upwards to around 4.5
million contracts.

“In this year, we saw that large pension funds and
institutions put money into the commodity markets,
because at that time they had historically high equity
allocations and there were not any alternatives to speak
of,” he stated.

“They were looking for an alternative, a place where
they could get equity-like returns, without correlation.

They were looking for an uncorrelated asset that could
grow and had performance.”

Masters continued that in 2008, as a result of the
financial crisis, these pension funds and institutions
closed out their contracts.

“In fact, nearly $100 billion, of which 70 per cent
was crude oil and its derivatives, came out of the mar-
ket in the space of about three or four months as people
closed their commodity index positions, because they
were concerned about the counterparty risk embedded
in their commodity index swaps.

“And sowe saw this huge inflow of investment capital
from institutional investors. We then saw it go into other
areas. The problem with this is that in the search for non-
correlation, companies and institutional investors have
ended up driving correlation.”

Masters said thataccording to US Commodity Futures
Trading Commission (CFTC) data, in 1996 around seven
per cent of open interest was in WTI crude oil. Today, 63
per cent of crude oil contracts were held by speculators
and only a third by hedgers.

“This means that, increasingly, the pricing determi-
nations of benchmark crude oil contracts are more and
more driven by the inflows and outflows of institutional



investors and speculative forces, versus traditional sup-
ply and demand — the way it used to be,” he affirmed.

Crude oil was now linked to the equity markets in
many ways. This meant that if there was a bull market in
equities, therewould be a bullmarketin crude oilas well.

“The problem with that is that the crude oil bull mar-
ket ends up becoming a brake on economic growth. Then
crude oil falls and the equity markets fall and everything
is linked together. That is a very significant problem,”
highlighted Masters.

‘And if they are linked together, how can we have an
equity market that is reasonable?” he asked.

“Oncethe correlation breaks, you will know that finan-
cializationisno longeran issue, but as long as itis there,
itis a big problem,” he maintained.

Masters noted that markets used to be in backwarda-
tion for about two-thirds of the time and in contango for
the otherthird. Todaythose had been reversed. Almost 70
per cent of the time today the markets were in contango.

“The reason for this is that we have these enormous
amounts of moneythatare constantly rolling every month
and where you have to sell one contract and buy the next
contract, which helps force us into contango.

“The problem, of course, is that when you get invalid

Libya’s Minister of Oil and Gas, Abdurahman Benyezza, speaks to journalists at the Seminar.

price signals, price signals that are predicated on finan-
cial flows instead of supply and demand, then you get
resource distortions, because financial flows are fickle.”

Masters said it was imperative to understand the role
of the large institutions and their activities in the finan-
cial markets.

“Sowhat canwe do about this issue? First we should
have a comprehensive position limits regime. An ade-
quate level of speculation is roughly about 25 per cent
of open interest in the futures markets,” he suggested.

“The reality is that liquidity is like aspirin — if | take
two | get one effect, but if | take the whole bottle, | get
another effect.

“The idea is to have enough speculative liquidity
to provide for the primary constituency of the markets,
which is the hedgers, the most consumers of these mar-
kets, and the suppliers, but not to have so much liquidity
where we have price formation that is damaged, which
has been the case recently.”

Masters said they already had an effective position
limits regime in the US, “which | think will be helpful,
but we need Europe to go along and match that. So it is
imperative thatgovernmentsin Europe introduce a strong
position limits regime,” he concluded. i
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Session Three

Themes

L-r:

Gerhard Roiss, CEO, OMV AG

Abdurahman Benyezza, Minister of Oil & Gas, Libya

Mohammed Bin Saleh Al-Sada, Minister of Energy & Industry, Qatar
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Biln Dhaen Al Hamli

“OPEC has a Iongstanding commitment
to the international community to
keep the oil market well supplied at all

times.”

— Mohamed Bin Dhaen Al Hamli

Mohamed Bin Dhaen Al Hamli
Minister of Energy, UAE

Mohammed Bin Saleh Al-Sada
Minister of Energy & Industry, Qatar

Dr Falah ] Alamri

OPEC Governor for Irag, on behalf of Abdul-Kareem Luaibi
Bahedh, Irag’s Minister of Oil and President of the OPEC
Conference

Abdurahman Benyezza
Minister of Oil & Gas, Libya
Paolo Scaroni

CEO, Eni

Gerhard Roiss

CEO, OMV AG

Ministerof Energy ofthe
United Arab Emirates (UAE), who chaired the third ses-
sion of the Seminar, said in his remarks that the impor-
tance of the session’s theme of capacity expansion and
investment could not be over-emphasized.

In this regard, he said, “OPEC has a longstanding
commitment to the international community to keep the
oil market well supplied at all times.”

Speaking specifically about the UAE, he pointed to
the country’s ongoing efforts to support stable oil mar-
kets by ensuring continued and constantenergy supplies
to its global energy consumers.

Over the last few years, the Abu Dhabi National Oil
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Mohammed Bin Saleh Al-Sada

“So, in a crisis, be aware of the danger, but

also recognize the opportunity. The recent
global economic crisis has opened up windows of
opportunity for the emerging countries to develop
their resources and make significant economic

contributions to the world economy. ”

—— Mohammed Bin Saleh Al-Sada

Company (ADNOC) had embarked on an unprecedented
investment programme across the entire value chain.

“The company has invested billions of dollars in pro-
jects, onshore and in offshore oil fields, with the aim of
increasing the long-term sustainable production capac-
ity,” he stressed.

ADNOC and its group companies were also invest-
ing heavily in developing new gas fields, with the aim of
supplying domestic needs.

In parallel, said the Minister, the UAE was develop-
ing complementary domestic energy sources, such as
nuclear and renewables.

“By expanding our gas production and diversifying
our domestic energy mix, we can maximize the amount
of oil that is available for export at a time when our econ-
omy is growing at a very fast rate,” he explained.

“Of course, crude oil exports are the mainstay of our
economy, but we are also increasing our domestic refin-
ing capacity to supply global markets with refined prod-
ucts and thereby retain a greater proportion of the value
chain,” he informed Seminar delegates.

Al Hamli pointed out that the UAE currently had doz-
ens of major projects underway, requiring not just heavy
financial commitment, butalso project managementand
technological expertise.

“We have a long tradition of partnering with interna-
tional oil companies (I0Cs) and for many of these pro-
jects we are working closely with the 10Cs.

“This is a win-win relationship in which technology
transfer and capacity-building are major benefits for the
national oil company.”

The Minister said that despite the current uncertain-
tiesin the global economy and the questions over future
energy demand growth, the UAE was committed to its
investment programme.

Other producing countries were also committed, he
concluded.

In delivering the keynote address of the Seminar’s third
session, Qatar’s Minister
of Energy and Industry, drew attention to the dangers
associated with an economic downturn, but also high-
lighted the opportunities it presented.

He reminded delegates that the world was still recov-
ering from its largest economic crisis.

Difficult economic and bailout decisions had been
taken very recently by governments and regional eco-
nomic consortiums in Europe, the US and also in China.
And there could be many more in the offing.

At the same time, he said, the price of oil had come
down from $128 a barrel in March this year to under
$100/b. This reflected the extent of the uncertainty and
the bearish phase of the current global economy.

“Under such circumstances, it is a daunting task to



contemplate a steady stream of investments in oil capac-
ity expansion, based on oil price alone,” he affirmed.

“The paradoxis thatthe world energy needs are grow-
ing and meeting these needs is a prerequisite to coming
out of this economic crisis. We, therefore, have to look
at the bigger picture and see how we can meet this chal-
lenge.”

Al-Sada maintained that crisis in any form was not
absolute. It brought along with it many opportunities.

“So, in a crisis, be aware of the danger, but also rec-
ognize the opportunity. The recent global economic crisis
has opened up windows of opportunity for the emerging
countriesto develop theirresources and make significant
economic contributions to the world economy.”

The Minister noted that a restructuring of the world
economywas atworkand thisincluded the oiland energy
sectors, in which non-OECD countries would play a key
role in redesigning the energy flows in the world.

“Itistherefore pertinentthat energy stakeholders, par-
ticularly the oil and gas producers and companies, care-
fully comprehend the emerging dynamics of the industry
and align their investments to adapt to this new reality,”
Al-Sada asserted.

He stated that it was becoming increasingly evident
that non-OECD countries were expected to enjoy a previ-
ously unknown level of prosperity over the next 25 years.
The revenue per capita should more than double in this
period.

The Minister pointed out that increasing disposable
incomeinthose countrieswould lead, among otherthings,
to demand for greater mobility and passenger transpor-
tation.

Referringto figures containedin the latest OPEC World
Oil Outlook (WOO0), he said that there were only 28 cars
per 1,000 persons in China in 2008. That number was
forecast to increase to 194 cars per 1,000 persons by
2030.

“Altogether, over this period, emerging economies
will add worldwide over 600 million new cars.”

Al-Sada said that between 2008 and 2035, 92 per
cent of oil demand growth would come from the emerg-
ing countries.

“This means that oil demand from these countries
will be far more resilient and strong over the next dec-
ades than what has been witnessed up until now.”

He said that to meet this growing demand the energy

industry needed toinvestin new capacity andfield devel-
opments, while keeping in mind the cost of production.

“Tomorrow’s production level will therefore be deter-
mined by the investment decisions we make today.”

The Minister stated that while considering invest-
ment in energy capacities, it had to be borne in mind
that besides oil the development of natural gas and LNG
capacitieswould become necessaryto balance the world’s
energy equation.

As per most recent projections, he said, demand for
natural gas would rise by more than 60 per cent from
2010 through 2040.

“At this rate, it will grow fast enough to overtake coal
for the number two position behind oil.”

Al-Sada said the International Energy Agency (IEA)
had estimated that the cumulative investment needed
in oil and gas supply infrastructure was estimated at $19
trillion over the next 25 years. Of this total investment,
more than 60 per cent was expected to take place in the
non-OECD world.

Natural gas was expected to receive a share of invest-
ment equal to that of the oil industry, demonstrating its
increasing role in the energy equation.

The Minister said that as the largest holder of oil
reservesinthe world, OPEC had the responsibility to main-
tain and reinforce its pivotal role to stabilize the physical
oil market between the boom and bust cycles in the oil
industry.

“The challenge is not only the size of investment, but
also whetherthese projects support sustainability. After
the COP17 meetingin Durban, ithas become evident that
a lot of work remains to be performed before any collec-
tive international response to climate change is agreed,”
he affirmed.

“This includes the development of technologies that
will allow us to mitigate greenhouse gas emissions and
adapttotheimpactofclimate change forsupporting sus-
tainable development,” he added.

Al-Sada stressed that Qatarhad actively participated
in many initiatives for sustainable development. It had
hosted the 13*" UNCTAD Conference on sustainable eco-
nomic development in April this yearand was scheduled
to host the next UN Climate Change Conference (COP18)
in Doha in November.

“We have embarked on the practicalimplementation
of sustainable development initiatives, such as flare gas
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recovery at our Al-Shahin oilfield. This project represents
a tangible reduction of gas flaring by processing it and
also reinjection into the field,” he informed delegates.

Al-Sada said itwas quite evident that fossil fuels would
continue to be the centrepiece of the energy equation for
severaldecadesto come. Theywere expected to continue
to meet about 80 per cent of the world’s energy needs
in 2040.

Within fossil fuels, he said, natural gas, owing to its
cleanliness and flexibility, would play a practical and
important role in meeting both its energy and environ-
mental objectives.

“For this reason, | believe that policymakers will be
required to give even more emphasis to the sustainable
development of fossil fuels,” he professed.

The Minister said that besides its individual commit-
ment and efforts, Qatar was associated with other OPEC
Member Countries to advocate responsible stewardship
of the environment and to support comprehensive, fair
and realistic efforts to reduce the environmental impact
of global energy use.

“Investmentin sustainable oiland gas projects takes
me to anotherkey challenge and that is the development
and application of modern technologies and innovations
in the oil and gas industry,” he told the Seminar.

Qatar, he continued, had achieved an incredible
expansion of its LNG industry.

“These advances encompass our embracing impor-
tant innovations and modern technology all along our
development over the last decades.

“Across the entire value chain of natural gas, we have
usedinnovative technologyto scale up the LNG trainsand
to design the world’s largest LNG carriers. We have also
built a completely new LNG business model, which has
made Qatari LNG a truly global business.”

Today, said Al-Sada, Qatar could sell LNG in every
region ofthe world and could adjust its sales mixto match
market requirements. Technology and business innova-
tion had also allowed the country to build a unique gas-
to-liquids industry with mega GTL projects.

He stated thatwhen itcametothe application of mod-
ern technology, particularly by OPEC Member Countries,
he wanted to highlight the importance of collaboration
between international oil companies (I0Cs) and the
national oil companies (NOCs).

The 10Cs had developed the new technology and

know-how for the sustainable development of energy.
Their focus had shifted from being producers to produc-
tivity improvers.

“This is reflected in the tone of the current arrange-
ments between the 10Cs and the NOCs. They are now
partners in their pursuit of the development of efficient
and sustainable energy sources,” he maintained.

Suchtechnologyalliances, he continued, would help
the oil and gas industry speed up research, prototyping
and piloting new technologies, while achieving the com-
mon goals of economic and social development.

“l welcome the opportunity to create a dynamic net-
work of research centres to take advantage of the human
ingenuity in the field of energy and the environment,”
said Al-Sada.

He stated thatwhen considering challengeswith regard
to investment and capacity expansion, “we also have to
lookat certain otherfactors, erstwhile considered distant
uncertainties. Today, they are at the threshold of becom-
ing a reality. | am referring to the shale gas revolution.

“Thatisintroducingthe UStoaneweraofenergyabun-
dance.The national expansion ofthe US shale gas revolu-
tion is set to transform the global natural gas industry.”

Al-Sada said a related question was, could such a
game-changer even happen in the oil industry too? The
answer was yes, it could.

“If we look at the growing technological advances in
producing tight oil from low permeability reservoirs, oil
production from the US Bakken play is expected to jump
from 500,000 b/d currently to over three million b/d by
2020. Such results could be reproduced in many mature
basins worldwide,” he contended.

“To what extent, what cost and the pace tight oil
will be developed is yet to be seen. But it suggests that
advances in technology have and will continue to trans-
form the outlook for the oil industry,” added Al-Sada.

He stressed that during the present economic crisis,
OPEC Member Countries and the I0Cs had the responsi-
bility to lead the oil industry together.

A global energy redesign was at work where emerg-
ing countries would become the majoroil consumersand
the balance of energy flows would be eastwards.

Al-Sada noted that oil-producing countries would
have to adjust and adapt to such change and accord-
ingly invest to capture such a market opportunity in an
environmentally sustainable way.



Dr Falah | Alamri, on behalf of Abdul-Kareem Luaibi Bahedh

The Ministerreminded delegates thatthere were also
downstream challenges.

“The diversification of feedstocks from heavy oil to
light condensates associated with an increasing share
of transportation fuels as the final destination of crude
oil, lead me to believe that the next wave of innovative
investment could take place in the downstream indus-
try,” he concluded.

The next speaker was meant to be

Irag’s Oil Minister and this year’s OPEC
Conference President, but his address was read out on
his behalf by Dr Falah ] Alamri, Iraq’s OPEC Governor.

He pointed out that investment was essential for the
oil and gas industry and embracing future demand.

Thus, itwasimportantto adopt clearpolicy directives
and objectives and proper planning, using accurate, up-
to-date data, in order to support future increases in sup-
plies.

“This approach was taken into account when we in
Iraq developed and awarded our existing technical ser-
vice contract to international oil companies (10Cs),” said
Alamri.

“Iraq is endowed with huge natural resources,
mainly oil and gas, which makes investment
an important issue for the economic and
social development requirements, on the

one hand, and meeting incremental global

demand for oil and gas, on the other.”

— Dr Falah ] Alamri,
on behalf of Abdul-Kareem Luaibi Bahedh

He stated that to ensure that the world economy ben-
efitted from regularand secure oil supplies, OPEC Member
Countries, in particular Iraq as a Founder Member, had
been investing billions of dollars to increase crude oil
production and spare capacity in the near future.

This, he said, presented a basic challenge for oil
companies and producers when it came to investing in
future production capacity in an industry that was char-
acterized by high capitalinvestmentand long lead times
and notwithstanding OPEC’s statutory commitment to oil
market stability by supplying petroleum at a reasonable
price level.

“Iraqis endowed with huge natural resources, mainly
oil and gas, which makes investment an important issue
forthe economic and social development requirements,
ontheonehand, and meetingincremental globaldemand
for oil and gas, on the other,” said Alamri.

“It is obvious, logical and right for Iraq to focus on
upstream investment with the goal of expanding its pro-
duction capacity and exports.”

Alamrinoted that revenue generation would enhance
Irag’s infrastructure. Atthe same time, the country would
preserve oil and gas resources in the ground for future
generations to ensure a sustained economic growth in
the present and future.

It was important for Iraq to create a suitable and
conducive environment for investment, in order to make
the oil and gas industry capable and flexible to market
changes in the short and medium terms.

Suchinvestments should beincorporatingand based
on the adoption of advanced technologies, taking into
consideration how advanced technology had drastically
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changed the map of finding oil, even in very difficult geo-
graphic areas and structures and harsh environments in
challenging locations.

Alamri continued that advanced technology had
contributed directly to strengthening security of supply
worldwide, reducing capital needs and the risk involved
in the upstream activities, compared to the situation in
the last few decades.

He pointed out that oil and gas formed the back-
bone of Irag’s economy and trade. The country’s oilfields
held about 143 billion barrels of proven reserves, which
equaled about ten per cent of the world total.

As such, the clusterof super-giantfieldsin the south of
Iraq formed one of the largest oil reserves in the world and
accounted for about 75 per cent of the country’s proven
oil reserves. The remaining 25 per cent were located in
northern Iraq, near Kirkuk.

The OPEC Governorsaid that because ofwars, embar-
gos, inadequate investment, mismanagement, and age-
inginfrastructure, the Iragi oil sectorhad deteriorated and
could not meet the different energy requirements of the
people in a nation that had the third-largest oil reserves
in the world.

“The government of Iraq is seriously determined to
develop and rehabilitate the petroleum sector, which
represents the country’s largest economic segment, by
cooperating with the international oil majors, as well as
with experienced, integrated and capable oil companies
to achieve this task,” he affirmed.

He disclosed that a comprehensive build-up of the
sector was the subject of a master-plan drawn up by the
Iragi Oil Ministry that called for increasing oil production
and oil production capacities, doubling refinery capacity,
increasingand enhancing export facilities and capacities,
aswellas having a pipeline storage and distribution infra-
structure and network that could accommodate future
production targets and domestic energy requirements.

Thus, said Alamri, cooperation with the 10Cs was a
key factor in the government’s policy for the develop-
ment of Iraq’s petroleum sector and securing the finan-
cial investment required.

Moreover, in order to build a sustainable self-
sufficiency and capacity to handle increasing produc-
tion volume, Irag planned to build four new refineries to
increase the production of refined products to cover the
present and anticipated local consumption.

The downstream investment projects were on the path
of implementation and execution as grassroots projects
and several expansion schemes for existing refineries.

Alamri informed that another key investment initia-
tive and requirement for the government of Irag was to
utilize the associated natural gas from the southern oil
fields that had been flared for decades.

“This will be mainly used for power generation pur-
poses and will result in higher and steady electricity out-
put, increasing the feed for power generation. To imple-
ment such a plan needs a massive amount of external
funding and technical support.”

He said the Iraqgi Oil Ministry realized that the only
viable path to achieve investment targets within a time-
frame that could reasonably support the country’s post-
war development and recovery process was to tender its
producing fields in licensing rounds.

“The initial production figures of the contracts exe-
cuted so faras a result of Irag’s first two licensing rounds
are truly tremendous.”

Alamri explained that the oil licensing areas were
forecast to produce over 60 billion barrels of oil over the
next 20 years.

“It is worth mentioning in this respect that since
signing the technical service contracts, there has been
an increase in collaboration between the affiliated oil
companies of the Oil Ministry of Iraq and the concerned
I0Cs, whereby many key issues were worked out,” he
affirmed.

An advisory team was formed to oversee and follow
up the 10Cs business performance. Joint meetings were
being held on a regular basis between the Ministry and
representatives of the IOCs operating in Iraq, in order to
seriously look into details and issues that might impede
or hinder the work in progress of the operators in the
licensing areas.

“Since field development also requires many other
complementary activities and facilities to accommo-
date the production increase, Irag’s export capacity was
enhanced with its first and second single point mooring
(SPM) export terminals, which were put into service in
January and April 2012, adding 1.8 million barrels/day
of export capacity, together with the expansion of stor-
age capacity to give adequate flexibility in managing the
production and export increase.”

Alamri pointed out that the joint working plans with



“In Libya, we are looking forward to a
modernized oil industry of the highest
international standards, an industry built on

trust, transparency and mutual partnership.”

— Abdurahman Benyezza

Abdurahman Benyezza

the10Cs had resulted in a seawater supply project to pro-
vide water injection for the oil fields.

“These operations presentan additionaland second-
aryinvestment, requiring a considerable amountoverand
above investment for the oilfield production.

“| believe that the situation of the oil sector in Iraq
is improving and at a great pace. The lessons that were
acquired from our experience as an open and free econ-
omy seekinga successful path to develop its resources for
the well-being of the people support the essence of the
theme of this Seminar, ‘Fuelling Prosperity, Supporting
Stability’,” he concluded.

The success of Libya’s return to oil production, after the
country’s internal problems in 2011, was highlighted at
the Seminar in an address by

Libya’s Minister of Oil and Gas, who also said that the
international oil industry was used to working in difficult
times, such as the economic climate today.

He told participants that production had returned in
his countryatan unexpected speed, quickly reaching over
90 per cent of the normal domestic output level before
the revolution.

This, said the Minister, was despite the damage suf-
fered by production facilities and control rooms, offices
and residential camps, as well as a lack of logistical and
service company support, a lack of spare parts and finan-
cial constraints.

“Production restoration started on September 9 last
year, after an almost complete shut down on March 6,
when output fell to around 50,000 b/d.”

But by the end of the year, Libya had reached a crude
production rate of 1.035 million b/d of crude and two
billion standard cubic feet of gas/day — only 115 days
after production restoration began. This exceeded all
expectations.

The Minister added that three domestic refineries —
AlZawiya, Tobruk and Brega — were all back to full capac-
ity by the first quarter of 2012, while the Ras Lanuf plant
was still out of service.

“Allow me here to express my sincere thanks and
appreciation to the courageous, willful and dedicated
national engineers, operators and all employees in the
oil sector, who have achieved these production levels in
such a record time, notwithstanding the difficult condi-
tions experienced at all sites,” he declared.

Credit, he continued, was also due to the “brave revo-
lutionaries and Guards of the Oil Facilities Unit, who have
provided security to the oil facilities.

“l'am proud to be a member of the Libyan oil indus-
try team, and | am honoured to bear the responsibility of
this Ministry,” he stated.

Benyezza said that, as forthe future, the country envis-
aged the creation of a distinct ministry with the primary
objectives of maintaining and developing the country’s oil
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and gas resources and reserves; optimizing exploitation
and development with the latest technologies; increas-
ing gas utilization; and developing the refining and pet-
rochemical industries.

“And above all, the overall emphasis will be on the
development of our human resources, the health and
safety of our personnel and the preservation of the envi-
ronment,” the Minister affirmed.

“We are now embarking on the implementation of
a five-year medium-term plan to increase oil production
capacity to over 2m b/d and gas production capacity to
around 3.5bn standard cu ft/d.”

This, said Benyezza, would be achieved through
upgrading and improving facilities and operational con-
ditionsin producingfields; drilling development and infill
wells; improving oil field production and injection facili-
ties; expanding power generation capacity and imple-
menting maintenance projects and work-overoperations.

“In addition, there will be the development of new
projects, which were approved in previous years. In
2011, nothing much was done, but hopefully by the end
of 2012, we will launch all the schemes. The estimated
budget for these projects is about $10bn,” commented
the Minister.

“We consider ourselves somewhat lucky regarding
the facilities. Luckily enough, we have spare facilities
to accommodate the increase in production, with some
minor work, maintenance and overhaul of the existing
facilities,” he explained.

As for the long term, the Minister said Libya planned
toincreaseits reserves and production capacity by firstly
embarking on extensive exploration activities.

Libya, he revealed, possessed about 40 per cent, or
around 730,000 square kilometres, of open areainwhich
exploration experts believed there was great potential for
substantial oil and gas reserves.

“Thiswill definitely require advanced technology and
highly skilled human resources. We will also need high
capital investments. Current estimates for this are about
$20bn,” he affirmed.

Secondly, said Benyezza, theywould evaluate discov-
ered, orundeveloped, fields. The country had some fields
discovered, but they had not been developed because
some reservoirs had marginal reserves, some fields with
large reserve figures required large investments, other
fields required advanced technology for development

and there was also the complexity of the reservoir geol-
ogy to contend with.

Thirdly, the countrywould evaluate the upside poten-
tialofthe unexplored areas, where they had existing facili-
ties. This will be done with the acquisition of new seismic
data, the review and update of old geological models in
the areas and the deepening of existing wells for deep-
target exploration.

“And fourthly, extensive studies are being undertaken
to identify EOR and IOR projects to be implemented at
existing fields, where production has declined fora num-
ber of reasons.”

These, said the Minister, included underperforming
fields due to the complexity of the reservoir geology; the
need to upgrade existing surface and/orsubsurface facili-
ties; a lack of advanced technology and targeting nearly
depleted fields.

“We foresee that such IOR and EOR projects will con-
tribute to the increase in reserves and the capability to
produce to between 7-10bn b of oil. With the use of this
modern technology and equipment, the investment is
currently estimated to be about $15bn,” Benyezza dis-
closed.

Regarding the downstream, he stated that the pre-
sent refining capacity of Libya’s five refineries with vari-
ous capacities was 380,000 b/d of crude oil.

In this area, they planned to upgrade the Ras Lanuf,
Al-Zawiya and Tobruk refineries and were also studying
various options, locations and capacities for new refin-
eries throughout the country.

The objective, said the Minister, was to fulfill local
demand by increasing gasoline and diesel production;
improving specificationsforboth these productstointerna-
tionalstandards; converting heavy fuel oilto lighter prod-
uctsand petrochemicals and using the latesttechnology.

Asforpetrochemicals, the country planned to upgrade
its ethylene and polyethylene plants at Ras Lanuf; build
a new polypropylene plant at Ras Lanuf and upgrade the
urea/ammonia and methanol plants at Brega.

In this direction, said the Minister, the objective was
toincrease production capacities, add new units to exist-
ing production lines and, above all, produce more prod-
ucts using the latest technology.

“Forthe implementation of these long-term projects,
we are having a session of lessons learned from the pre-
vious agreements, terms and conditions.This will be



Paolo Scaroni

done partially by the internal resources and also opening
the doors for the 10Cs to participate in implementing
the projects.

“In Libya, we are looking forward to a modernized oil
industry ofthe highestinternational standards, anindus-
try built on trust, transparency and mutual partnership,”
Benyezza stressed.

Concerning investment, he said that having a stabi-
lized oil price was important for the development of the
economy worldwide.

Libya, he said, relied heavily — some 95 per cent —
on oil production and it lacked the technology required.

“Atthis pointintime, I think we have to open the dia-
logue in providing technology, with a reasonable price,
and with efficiency, in order to increase the capacity in
providing energy to the world,” he told delegates.

“Atthe last OPEC Seminar, we were talking about dif-
ficulttimes. Atthis Seminar, we are talking about difficult
times. | think it has always been difficult times, but work-
ing together, | think we can overcome the difficulties we
are facing,” he concluded.

“It is a hard job to predict what the gas
market will look like in the nextfive

years. 7

—— Paolo Scaroni

In the next presentation, Chief Executive
Officer of the Italian oil company, Eni, spoke at length
about the gas industry and how it would figure strongly
in the global energy mix going forward.

He told the Seminar that there were three overriding
reasons why gas would be the choice fuel and they were
all to do with price.

The first was the future price of gas, the second was
the expectation of long term gas prices, a key to many bil-
lions of dollars of potentialinvestments, including those
that Eni would make in Mozambique, where it had so far
discovered around 50 trillion cubic feet of gas resources.

And the third reason was that over the long term, the
price of gas would inevitably impact the price of oil as too
wide a gap would drive fuel switching.

“But it is a hard job to predict what the gas market
will look like in the next five years,” he stated.

“The only thing we can be sure of is that the current
situationwill not last,” he added, referring to the fact that,
today, the exact same molecule of gas changed hands for
less than $3/per million British thermal units in the US,
compared with more than $17/m btu in the Far East.

“And in Europe, we have two reference prices —
spotataround $9/m btu and long-term oil-linked prices
which are currently around $12/m btu. These gas prices
also make little sense compared with oil prices,” he
explained.

Scaroni said that taking US prices of less than $3/m
btu translated into a price of around $13/b of oilin terms
of energy content.

“This means that an equal economic power gas now
inthe UStrades at less than one-sixth of the price of West
Texas Intermediate. My view is that these differences will
be partially or wholly evened out in time.

“Butthe key questionis when and at what level? This
will depend on a number of different factors, of which
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the first is, of course, demand. And here there are a lot
of question marks.”

The Eni executive said that by 2020, “do we think
China’s per capita consumption of gas will be 10 or 20
per cent of US consumption? That will make a difference
between demand in China growing by 500 billion cu m
or 1,000 bn cu m.

“Do we think that the Fukushima disaster has dealt
nuclear power a temporary blow, or a permanent one?

“Again, that has a huge repercussion on gas demand
forecasts. And will the transport sector continue to use
oil, or will gas make big inroads. There are certain incen-
tives to switch fuels.”

Scaroniasked participantstoassume forone moment
thatallthe trucks in the US were converted from gasoline
to natural gas. “That would save more than $40bn a year
in fuel costs at current price levels in the US and 850bn
cu m of gas demand.

“So, to sum up, demand will no doubt grow, but
estimates can swing widely, depending on the different
assumptions one uses.”

Scaroni maintained that the other key factorin deter-
mining future gas prices was how much gas would be
available for export in the world in 2020. Here too, there
were more questions than answers.

“Will the US start to export gas in significant quanti-
ties?” he asked. “I’m not sure. For example, it remains
to be seen whether American citizens who accept the
discomfort of the shale gas activity for reasons of energy
securityand independence, will willingly acceptitto ben-
efit the Bakken bank accounts of fuel exporters, espe-
cially as the likely consequence of US gas exports would
be higher domestic prices.”

The Eni head said that another key variable would
be unconventional gas outside the US. The potential was
certainly significant with estimates of technically recov-
erable reserves in the region of 400 trillion cu m, or 125
years of world consumption and big deposits in China,
Latin America and Africa.

“But here too, between potential and deliverable,
there are a lot of ifs and buts, including local laws, atti-
tude and specifically geological traits.”

Last, but notleast, said Scaroni, supply growth would
depend on the big new upstream developments which
would start production over the next decade, not least,
Eni’s project in Mozambique.

“We planto take the finalinvestment decision on this
project, authorizing tens of billions of dollars of capex
over the next 18 months. But to do so, as you can eas-
ily imagine, | will need to go to my board with a power-
point presentation which says how much gas am | going
to produce from 2018 onwards and what price | expect
to get from it.

“So, given everything we have said about supply,
demand and local trends, what will | write as the future
gas price? The number isn’t yet defined, but it will be
based on some assumptions.”

He said that, of these assumptions, firstly, gas would
increasingly become the fuel of choice worldwide with
significant demand growth in Asia.

Secondly, demand trends would be influenced by
prices. That meant that the demand areas where gas
was cheaper would grow faster than in areas where it
was expensive, as the recent rush of chemical industries
moving to the US showed.

And thirdly, gas prices would narrow the gap to oil
prices. Scaroni maintained that either gas prices would
go up, or oil prices would go down.

“The current differential just does not make economic
sense. Itis only a matter oftime before this discount stim-
ulates gas demand in ways that we could not previously
imagine.”

Scaroni continued: “You may wonder, with all these
uncertainties, how | am progressing on my board presen-
tation for Mozambique. But on this front | am fortunate.
With exploration costs in the region of less than $2/b,
development costs contained by the nature of the field
and a prime position to supply growing Asian markets,
in almost any scenario, my board will be happy to press
ahead with this historic development for Eni,” he con-
cluded.

In the final presentation of the Seminar’s third session,
delegates were treated to an overview of Austria’s national
oilcompany, OMV, by its Chief Executive Officer,
who pointed out that Vienna, the headquarters of
OPEC, was well known for its beautiful wine yards, but
not for its oil production.
He also spoke about the relationship between
national oil companies (NOCs) and international oil
companies (I0Cs) and how Austria was setting an



Gerhard Roiss

example in Europe with regard to its low unemployment
figures.

“There has been oil production in my country formore
than 60 years, which means recovery rates of about 60
per cent — 60 per cent in oil fields is a slim oil rim, with
gas above and water below. But we are not talking about
volumes of oil that would place us here on this wall of
being an OPEC Member, but we do talk about technol-
ogy,” he said.

Looking back, Roiss stated that 17 years ago the
Austrian government asked the Abu Dhabi government
if they would be interested in taking a share in OMV —
an NOC getting a share in another NOC.

Thatwas 17 years ago, he said, and if asked to define
whether OMV was a NOC or an I0C, one had to be aware
that 90 per cent of its upstream production was outside
Austria.

“We should think about our next generation
— how can we provide more jobs for them and
what can we do with countries that might
have products, social products that one could

distribute to other countries.”

—— Gerhard Roiss

“Soifyou askme how do you feel culturally — we feel
like a regional I0C. But in this combination, | would like
to share with you one example of what can come out of
a fruitful cooperation between two countries, between
two companies — Abu Dhabi on the one side and OMV
and the Austrian government on the other.”

Roiss said it all started in the petrochemical sector.
Seventeen years ago, Abu Dhabi saw that OMV was also
in petrochemicals. OMV did not have a strong position,
butithad tradition, know-how and technology. But, it did
not have the financial power to develop it all.

“If you are number two in Europe going into polypro-
pylene in the late 1950s — Eni had been number one —
and polypropylene has been developed as the number
one plastic product in the world, the decision was right
togoin.”

Roiss said that together with Abu Dhabi the first step
was to develop a European position — to develop the
firm, Borealis, which had its own technology, and could
be developed into a strong European player.

“Being number one, number two or number three —
this was the target that we achieved. Taking over some
mergers, acquisitions, and establishing consolidation, at
the end we developed a European position, to develop
technology and be in the premium segment of this com-
modity sector — polyolefins.”

Roiss said the second step ten to 12 years ago was to
grow an Abu Dhabi position in polyolefins, using OMV’s
technology, using its knowledge and its people to build
up an area where they had sufficient feed, competitive
feed.

“And | can tell you now that it took us about 50 years
to build up 4m t of production in Europe. But it took us
12 years to build up a similar position in Abu Dhabi. We
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have the same quality of products of production here
in Europe that we have in Abu Dhabi for the Asian mar-
kets. It was driven by people, it was driven by culture,”
he affirmed

Roiss pointed out that all the projects, all the invest-
ments — many billions of dollars in investments and
schemes — were on time and were in the frame of cost.

“The same quality we produce in Europe, we produce
in Abu Dhabi. But the competitive position of Borealis
and Borouge in Abu Dhabi, put together, are now in
the top five globally and in a really strong competitive
position.”

Roiss said they had a good feed positionin Abu Dhabi.
Regarding the size, the four million tons of production
in Abu Dhabi were on one site, which offered a different
cost position, but for world-scale plants, compared to
what they had in Europe, where there were many sites,
with different cost positions.

“Butagain, thisisan example of whatone canachieve
ifyou have this cooperation between NOCsand 10Cs. This
is one of the successful products,” Roiss declared.

“When we talk about the driving force behind this
cooperation, at the beginning it was to do with pro-
duction, but now it is more about productivity gains, |
would say it’s technology, it’s sharing risk, it’s capital
investment, but | think this will not be sufficient for the
future.

“Yes, we have close areas because we have uncon-
ventional oil and gas, we have reserves in the deep sea,
we have areas with new developments, with shale gas,
aswe have heard, we have areas where exchange of tech-
nology and supplying technologyisimportantand will be
a driver of cooperation between the NOCs and 10Cs.

“But I think we should not forget what we have heard
— that innovation is driving the growth of our economy.
But if we talk about the growth of our economy, then we

Mohamed Bin Dhaen Al Hamli (1), UAE Minister of Energy, chats with Gerhard Roiss, CEO, OMV.



Seminar participants took full advantage of an Internet Cafe at the Hofburg Palace, sponsored by the Ministry of Oil and Gas, Libya.

need stability. | do not think that we can maintain sta-
bility if 50 per cent of our young people have no jobs in
many of our countries,” he stated.

Roiss stressed that oil was delivering wealth, but the
younger generation would not understand why oil or gas
was not delivering jobs for them.

“And theythink, we asan oilindustry have to concen-
trate much more on where we are active. But what does
that mean for our next generation in terms of producing
jobs?” he asked.

The OMV head said one of the questions was “are
there some ideas, some solutions that we have in some
European countries that you would not find somewhere
else?”

He stated: “Yes, there are — just compare some fig-
ures. If you take Austria, if you look at Germany — what
is the unemployment rate for young people? Not 20 per
cent, not 50 per cent, it is between four and eight per
cent.

“There will be no unemployed young lady or man
in Austria below the age of 21, not getting a guaran-
teed job. That is from the system, not the government,”
he stated.

“For instance, we have the apprenticeship system,
occasional training. We have a system to help the young
people get a job. We bring them closer to their job over
time, we have the knowledge, we have the software.

“Andthatis what|would like to focus on here —think
about the next generation, and not only in terms of oil,
unconventional oil and gas.

“We should think about our next generation — how
can we provide more jobs for them and what can we do
with countries that might have products, social products
that one could distribute to other countries.

“This is what | would like to pay attention to.
Innovation is creating productivity, innovation is creat-
ing growth, but | think all of this needs social welfare,”
he concluded. &
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Youcef Yousfi

“I believe that the oil and gas
industry will be able to meet growing
demand, while minimizing the
environmenta]footprint throu(qb
processes and products that will

. »
preserve the environment.

— Youcqf Yougfl'

Before introducing the guest speakers in the fourth ses-
sion, Algeria’s Minister of Energy and
Mines, the session Chairman, commented on the impor-
tance of the application of new technologies and how he
believed thatthe petroleum sectorwouldrise to meet the
growing environmental challenges.

He told delegates that climate change had become
a major subject of politics, given the global challenges.

Youcef Yousfi
Minister of Energy & Mines, Algeria

Hani Abdulaziz Hussain

Alternate President of the OPEC Conference, Minister
of Oil, Kuwait

Christiana Figueres,

Executive Secretary, UNFCCC

Peter Voser

CEO, Royal Dutch Shell plc

Brad Page

CEO, Global Carbon Capture & Storage Institute
Urban Rusnak

Secretary General, Energy Charter Secretariat
Alan Crain

Senior Vice President, Baker Hughes

However, he maintained thatissues related to climate
change could not be resolved without having a multilat-
eral framework.

“It is clear that each actor has a major role to play
and must bring its full contribution. The petroleum
industry has, of course, to actively participate in reduc-
ing greenhouse gas emissions, mainly through reduc-
ing and hopefully stopping gas flaring, studying and
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possibly generalizing carbon capture and storage (CCS)
technology, promoting energy efficiency, bringingto the
market cleaner fuels and investing in renewable devel-
opments.”

Yousfi pointed out that it was known that technologi-
calinnovationin all segments ofthe oil chain had allowed
exploration and development of new reserves in frontier
areas.

“Beyond that, it seems to me that scientificand tech-
nological progress in the broadest sense must be shared
and made available to millions of human beings who
do not yet have access to modern forms of energy,” he
affirmed.

The Minister maintained that the successful applica-
tion of new technologies had opened up new prospects
for the oil and gas industry, including deep-water explo-
ration, new resource discoveries, conventional resource
production at economic cost, deep water pipeline laying
and technology etc.

“However, new technology still poses challenges in
terms of, for example, water resource management and
environmental protection.

“Obviously, regulationis necessary forthe further pro-
tection of the environment and the health of the popula-
tion. But | am confident that the hydrocarbons industry,
which has taken up more than just one challenge in the
past, will be able to meet the current and future chal-
lenges,” he affirmed.

“I believe that the oil and gas industry will be able
to meet growing demand, while minimizing the environ-
mental footprint through processes and products that
will preserve the environment,” he concluded.

The keynote address to the fourth session was delivered
by Kuwait’s Oil Minister and
Alternate President of the OPEC Conference, who alluded
tothe factthatinnovation and technologywould be “criti-
caldrivers” forrenewable sources of energy going forward.

He told participants that in considering the future of
the energy markets the important subjects of oil, capacity
expansion and the global economy could not be looked
atin isolation.

“We also need to consider the critical role that will
be played by technology, the need to protect the environ-
ment and the possible impact of policies,” he stated.

Hani Abdulaziz Hussain

In reality, said the Minister, to meet the world’s incre-
mental energy demand, all energy sources were needed.

As there were uncertainties about future energy sup-
plyand demand, then energy would require a portfolio of
balanced solutions to satisfy growing demand for energy,
he maintained.

“These solutions will include expanding energy effi-
ciency, developing all economic energy sources, includ-
ing conventional oil, gas and unconventional resources,
progressing all forms of renewable energy and biofuels
and the use of technologies to find and produce cleaner
and safer fuels.”

Hussain said that for conventional resources, new
productiontechnologies had beeninstrumentalin extract-
ing more oil from existing fields and increasing recovery
rates.

As an example, additions to global proven energy
reserves had increased substantially from one trillion
barrels of oil in 1990 to 1.4tr b in 2010.

Much attention was paid to new discoveries in new
regions, but, said the Minister, it was important to know
that most of today’s liquid fuels came from fields that
had been producing for decades.

“More than 95 per cent of crude oil produced today
was discovered before the year 2000. Many large fields
can hold decades of supply,” he explained.



“Future policies need to ensure that
all sources of energy, including oil
and gas, are part of a balanced future

energy portfo]io. ?

—— Hani Abdulaziz Hussain

The Minister said that, for instance, the Burgen field
in Kuwait was discovered in February 1938. It began pro-
duction in 1946 and was still producing nearly 1.7 mil-
lion barrels/day.

“So, new technologies can also help revive ageing
fields. With easy-to-access oil no longer able to keep up
with demand, resources once considered too costly or dif-
ficult to extract are being developed. Technology makes
this possible.”

Hussain pointed out that new production from new
deep offshore oil discoveries in Brazil, the Gulf of Mexico
and West Africa were only made possible because of the
advances in production technologies.

Concerningthe environment, he said today producers
and consumers had acknowledged and accepted that all
parties needed to work together to mitigate the effects
that the energy industry had on the environment.

“Over the next 30 years, advances in technology will
continue to remake the world’s energy landscape. Fossil
fuels will remain dominant and play a key role in ensur-
ing both a sustainable economic growth and a smooth
transition towards a lower carbon world.

“Ifwe are going to meet the environmental challenges,
ourdecision on energy choices must also include invest-
ing heavilyin producing cleanerfuelsandintechnologies
that reduce carbon emissions, such as carbon capture
and sequestration.”

At the same time, said the Minister, innovation and
technology would be critical drivers, if biofuels, biomass,
wind power, geothermaland solarwere to achieve amean-
ingful share in the future energy mix.

And in considering the future sources of energy, “we
must notignoretheimpactofefficiency. Energy efficiency
is largely recognized as the most cost-effective active
supply source to meet the growing energy demand, while
contributing to climate change mitigation and economic
growth.”

Hussain noted that over the period 1980-2000, world energy
efficiencyimproved by 1.2 per centannually, which was impressive.
Energy efficiency would continue to improve globally at an acceler-
ating rate of two per cent per annum.

Asforthe policy debate, he said government policies would play
akeyrolein meetingenergy demand, aswell as limiting greenhouse
gas emissions.

“We needto evaluate the implications of possible more aggres-
sive policies to address climate change. While we can assume
that a range of policy tools will be deployed, and while we know
that such CO, policies will have a critical impact on the econom-
ics of energy consumption and the future fuel mix, unfortunately,
in many countries, there is no clarity of what these policies will
be,” he said.

The Minister said that considering that 100 years ago most of
the world’s energy came from wood and coal, “we know that energy
supplies have changed dramatically overtime, driven by policy and
technology changes.”

However, for oil producers, policies which had an impact on
energy demand security were a major concern.

“Future policies need to ensurethatall sources of energy, includ-
ing oil and gas, are part of a balanced future energy portfolio.”

Considering Kuwait, he said the country was committed to ful-
filling its role in the international oil market as a reliable producer.

Hussain said that as oil would continue to play an important
role in a balanced future energy mix, Kuwait planned to spend
some $170 billion over the next ten years to develop the coun-
try’s resources.

“But we are also targeting the application of technology solu-
tions. One example is heavy oil development, which is considered
one of the main objectives in the upstream to achieve our long term
2030 strategy.

“Parallelto this, Kuwait plans to build a state-of-the-art research
and development centre. This will be an independent research and
developmentorganization network, co-owned by nationaland inter-
national partners, including oil companies and oil service provid-
ers,” he revealed.

Ontherenewables front, said the Minister, the Kuwait Petroleum
Corporation (KPC) had taken a strategic decision to conserve Kuwait’s
hydrocarbons resource base, by introducing solar energy technol-
ogy to replace part of the use of hydrocarbon fuels in its operating
companies.

“In order to consider potential development in the areas of
technology, the environment and policy, we have to recognize the
large range of uncertainty that comes with any long-term forecast,”
he told the Seminar.
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The future, he continued, was not predetermined and
it was important to recognize that investment decisions
made decades ago were criticalto meetingtoday’s energy
demand.

“Decisions made today will help meet the demand
forgenerations to come. The evaluation of future options
must consider factors that influence energy supply and
demand on global, regional and national levels,” he
asserted.

Thisincluded expanding prosperity across a growing
world population, the cost and likely availability of vari-
ous forms of energy, the development and deployment
of new technologies and government policies and public
preferences.

“Kuwait will definitely continue to play a role in meet-
ing the future energy needs and has already committed
to a long-term strategy to expand crude oil capacity, as
well as produce environmentally friendly refined prod-
ucts,” stated Hussain.

“Kuwait is committed to delivering excellence in all
aspects of our business today, tomorrow and in the far
future,” he concluded.

The transition to a low-emission global economy
has begun. That was one of the views put forward by
Executive Secretary of the United
Nations Framework Convention on Climate Change
(UNFCCQ). She also said in her address to the Seminar
thatthere were many “win-win” solutions forboth climate
change and OPEC, which put the Organization’s Member
Countries at the cutting edge of the energy future.

She pointed out to participants that there was little
doubt oil, together with other fossil fuels and deforesta-
tion, had been a major contributor to the climate crisis
that the world collectively faced.

“That being said, there is utterly no doubt that the
global society we have today has been built on the back
of oil. Oilis almost a miraculous product — energy dense,
stable, transportable and flexible across an enormous
number of applications,” she said.

Without oil, said Ms Figueres, the incredible trajec-
tories of personal mobility, global commerce, cultural
exchange and scientific advance that had “character-
ized our species over the past 150 years, would simply
not have occurred.”

Christiana Figueres

She continued: “Simply put, oil deserves the recog-
nition for its critical role in bringing humanity from the
past age to the one in which we live now.”

But the UNFCCC head maintained that the question
they all confronted today was: “how do we go from where
we are to the next stage of our development.”

She stated: “I believe that it is inevitable that we
move towards a low-emissions society. | further believe
that this movement has started, in large part, due to the
progress of international climate change policy.”

Ms Figueres asserted thatithad becomeincreasingly
clearthatthe advance ofthe international climate change
negotiations was not as some would have it — a threat to
the economic future of OPEC — but rather an opportunity
for OPEC Member States.

And there were three main reasons for that. Firstly,
shesaid, as greenhouse gas emissions continued torise,
vulnerabilities and climate change impacts were increas-
ing, not only in frequency, but also in severity.

“Impacts will spare no country and no economic sec-
tor. Clearly, climate change impacts differamongthevery
diverse OPEC Member States.”

She explained that those with an active agricultural
sectorwerevulnerable to changing precipitation patterns
and some exacerbated risks of infectious diseases, while



“Fighting climate change does not mean
fighting oil and gas. Fighting climate
change means fighting unnecessary
greenhouse gas emissions and you can

be]p us do that.”

— Christiana Figueres

those with low lying coastal areas would be affected by
sea levelrise.

“Some are already suffering from increasingly
severe heatwaves and salt water intrusion into fresh
aquafers, forcing mega investments into cutting-edge
desalination technologies, which are themselves
energy intensive.

“Hence, | would argue that it is in the long-term self-
interest of all oil and gas-producing nations to contrib-
ute to solving climate change, in order to avert the worst
impact of climate change on their own economies and
societies,” she affirmed.

Secondly, continued Ms Figueres, even with success-
ful climate change mitigation policies in place, oil would
undoubtedly remain a predominant fuel in the world’s
primary energy mix.

Quotingfigures from the International Energy Agency
(IEA), she said the fullimplementation of all existing emis-
sionreduction pledges and climate change policies would
not lead to a decline in OPEC’s oil market share, produc-
tion, or revenues.

“In fact, it is quite the contrary. Under a scenario of
full implementation of current climate protection poli-
cies around the world, oil demand would reach 99 mil-
lion barrels/day by 2035, a 15 per cent increase over
2010 levels.

“There would also be a quadrupling of revenue, com-
pared with the period 1984 to 2009.”

The UNFCCChead said thateven underthe IEA’s more
ambitious green growth ‘450 Scenario’, based on more
stringent policies needed to make it possible to limit
average global warming to less than 2°C, oil revenues to
2035 would still be three times higher than those over
the last 25 years.

“l conclude from this that the advance of the climate

change convention will co-exist with increased demand for oil deliv-
ered by OPEC nations.”

Ms Figueres said that, thirdly, the cost of oil extraction and pro-
duction was rising.

“Qil is ultimately a finite resource with declining production
at many fields and easy, cheap oil is becoming a thing of the past,
even in many OPEC Countries,” she contended.

She said that while she could not speak with any authority
about the peak oil hypothesis, it was fairly apparent that “we are
pushing boundaries in geography, geology, engineering and even
human capability to access finds to replace depleting fields.”

Ms Figueres said that leaving aside the potential environmen-
talconsequences of deep-waterHorizon-type accidents, drilling the
deep offshore formations of Brazil, or the ice-bound equivalents of
the Arctic, undoubtedly involved costs and risks that were difficult
to justify.

“Taken together, it seems apparent that oil’s price and demand
should remain strong. It is up to all of us to try and make sure that
oil’s unique characteristics flow to the highest value applications
possible.

“Our aim should be an economic system that strategically
directs oil towards the highest margin specialty markets, generat-
ing the most amount of economic benefit for each barrel of oil’s
emissions,” she stated.

How countries captured the portions of thatvalue was, of course,
a matter of national circumstance, she added.

“But it does seem to be beneficial for all exporters to reinvest
their positive cash flows into the lower-emission energy sources,
where demand will grow in the near future,” she affirmed.

“Inthatlight,|am encouraged by recent efforts of OPEC Member
Countries to take leadership in these regards.”

The UNFCCC head stated that the first most evident step was to
investin energy efficiency. This made compelling sense as it allowed
a country to continue its economic growth by optimizing oiland gas
production for export, away from internal inefficient consumption.

Forexample, she continued, in the United Arab Emirates (UAE),
the Middle East’s biggest energy consumer, energy efficiency was
set to become a new focus for the oil and gas industry.

Introducing and implementing energy efficiency technologies
would potentially save up to $3 billion in energy costs.

Ms Figueres said that a second impressive step that she had
observed wasthe recentaggressive investmentin solarenergy from
some OPEC nations.

“Justafewweeks ago, SaudiArabiaannounced thatitwillinvest
more than $100bn to develop 41,000 megawatts of solar over the
next 20 years. The government aims to create up to 15,000 jobs
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in the next decade by nurturing a solar industry — from
solar farms to assembly plants, to factories that make
row materials,” she observed.

In Qatar, she said, the country’s solar technology
sector recently invested more than $1bn in a world-class
poly-silicon facility that aimed to produce 1,800 MW of
solar power by 2024.

“Most, if notall, of this energy will be used forenergy-
intensive desalination, putting vital access to wateron a
more sustainable path.”

Ms Figueres pointed out that the Gulf OPEC nations
had one of the highest solar potentials in the world.

“If this potential is harvested, it is no exaggeration
to say that some OPEC nations, in addition to being
prominent oil and gas exporters, have the opportunity
to become dominant exporters of future energy forms
as well.”

The UNFCCC head said that a third measure which
was beginning to take hold was the use of sequestration
technologies, including enhanced oil technologies and
carbon capture and storage (CCS).

CCS had finally been recognized as eligible for fund-
ing under the international market-based instrument of
the climate change convention.

She said that the Abu Dhabi National Oil Company
(ADNOC) may start injecting carbon dioxide instead of
natural gas into its offshore fields to enhance oil recov-
ery and was currently working to capture carbon, includ-
ing from the steel industry.

“These pioneering investments are encouraging and
could be followed by other majorinvestments in othercoun-
tries into CCS to make the technology more marketable.”

Ms Figueres said that market forces would continue
to uncover energy alternatives that were less emission-
intensive.

“Butthat does not mean that the value of oil will nec-
essarily diminish, nor does it mean that your income will
diminish from its export,” she maintained.

“Alternative energy sources can and will displace oil
in lower-value applications, but this is not a new phe-
nomenon.”

She explained that the percentage of electricity gen-
erated from oil had declined consistently since the 1990s
andyet demand for oil ran today higherthan ever, mostly
due to the demands of the developing nations that were
poised for exponential growth.

“Over time, oil’s migration to the higher ends of the
energy and petrochemical markets, where its unique
properties cannot be matched economically, willnot only
continue, but will increase,” she professed.

Ms Figueres maintained that there were many ‘win-
win’ solutions for both climate change and for OPEC,
which put OPEC nations atthe cutting edge of the energy
future.

“This is critically important because the transition to
a low-emission economy has begun. With the outcomes
ofthe UN climate change conference held in South Africa
lastyear, thistransition has started and it will not retract.”

The UNFCCC head stated that the message from
Durban to the world was loud and clear — the future was
low-emission, high resilience.

This, she said, was exemplified by three ofthe many key
outcomesthatwere achieved. First, the Durban Conference
had secured the continuation of the Kyoto Protocol for a
second commitment period, starting January 1, 2013.

Second, it had cemented the mitigation plans of all
industrialized nations, plus 49 developing countries,
accounting for 80 per cent of all global emissions, all be
it on a voluntary basis.

“And yet governments know there must be more cer-
tainty than that which is offered by voluntary action. So
in Durban itwas also decided to embark on a future legal
framework that would cover all nations of the world, to
be negotiated by 2015 and to go into effect by 2020.

“Many of these issues will be taken forward at the
2012 UN climate change conference to be held for the
first time ever in the Gulf region — in Doha, Qatar at the
end of this year.

“I have been working closely with the far-sighted
government of Qatar in preparation for this important
meeting. | am certain that Qatar can count on all of you
to contribute to a successful world event.”

Ms Figueres maintained that, on this historical occa-
sion in Qatar, OPEC Member Countries had two opportu-
nities.

“First, you have an unequaled world stage to show-
case the contributions you are already making and plan-
ning to make to address climate change, to reduce your
own vulnerabilities and to build a better, stronger and
more resilient energy future for all.

“Second, you can join other developing nations in
assuming an international political leadership role by



Peter Voser

“The lon(q—term outlookfor oil remains
strong, even with the anticipated very
strong growth in natural gas resources

and renewables.”

—— Peter Voser

capturing those efforts in the form of international vol-
untary pledges in the context of climate change negotia-
tions.”

The UNFCCC head stressed that climate change
impacts were a massive threatto human economic devel-
opment in every region and it went without saying that
a political and technological solution to climate change
could not threaten the economic development of any
region, or any developing country.

“Fighting climate change does not mean fighting oil
and gas. Fighting climate change means fighting unnec-
essary greenhouse gas emissions and you can help us
do that.

“The world looks forward to being hosted by one of
your key Member Countries and | look forward to seeing
you in Doha,” she concluded.

Putting the case for carbon capture and storage (CCS),

Chief Executive Officer of Royal Dutch Shell, said in his presenta-
tion that the initiative offered a solution for mitigating the growth of
global carbon dioxide (CO,) emissions from energy production. He
also described how his company was facing up to the technological
challenges the industry was facing.

Voser told the Seminar that two of the biggest challenges facing
the world today were producing enough energy to continue social
and economic development and addressing the planetary stresses
caused by a growing global population.

“Multilateralism is critically important in addressing complex
global issues, but we need to approach multilateralism not only in
terms of national governments. We also need to think of it in terms of
collaboration between companies, universities, scientific institutes,
academics and cultures, as well,” he maintained.

“Thatis because, howwe dealwith the world’s growing population,
with rising living standards, increased urbanization and the result-
ing increase in energy demand, will affect not only climate change,
it will also affect how we manage our energy, our water and our food
systems, which are tightly interconnected,” he affirmed.

Voser pointed out thatthese issues were difficultin partbecause
they crossed manyborders — nationalborders, industrial borders and
cultural borders.

“While some ofthese solutions may arise from local, regional and
national efforts, these are challenges we must ultimately address on
a global level,” he professed.

“The big question for us in this room is, how do we begin to miti-
gate these increasing stresses on our resources, while still providing
affordable energy to grow the global economy?”

Asking what their role as energy producers was in all that, Voser
maintained that while these issues required a broad comprehensive
approach, “we knowthat delivering concrete proposals for challenges
of this scale is notoriously difficult.”

The reason for that, he continued, was that corporate and politi-
cal institutions tended to consider issues in isolation.

“This is beginning to change, as we have seen with the growing
understanding and discussion of the inter-related stresses on energy
and water systems.

“This is something we at Shell have invested considerable time
to understand better. Itis a significantissue forourindustry, because
how we manage or mitigate the stresses on water systems will influ-
enceourdecisionsonthe energy systemandviceversa,” he explained.

Voser noted that when Shell started to look into this subject, it
discovered that there was no standard method of actually accounting
for industrial water use. As a result, there was no way to document
where the energy system was straining water resources.

e

5" OPI

Intern,

OPEC bulletin 6-7/12

~
N



S
©
s
=
o
v
©
=
°
=
©
c
S
o
whd
=
)
[FF]
o
o

OPEC bulletin 6-7/12

~N
(o]

“So, we worked with the World Business Council for
Sustainable Development and the University of Utrecht
in the Netherlands to develop such a methodology of
measuring industrial water use and we have applied it
to the energy industry,” he revealed.

“We can now estimate with greater accuracy the
amount of water needed to generate energy from differ-
ent sources.”

Voser said that Shell had published all its findings
and shared its data with the wider business community
and with the International Energy Agency (IEA).

“We expectitwill give policymakers a clearer sense of
how different energy choices might affect waterresources
and | think it will help companies make smarter energy
decisions in a world of growing water scarcity,” he
affirmed.

“At Shell, we are now factoring our data on water use
into our scenario models up to 2050. This, in turn, will
give usabetterunderstanding ofthe demands the energy
system will place on global water resources in the years
ahead.

“This is a good example of collaboration at work. It
is one small step towards a more integrated approach
to energy and environmental policymaking,” he
contended.

Voser said that in looking at these issues, business
had the opportunity to apply new technologies, and an
innovative approach at a local level before there was any
national or global construct in place.

“In fact, this bottom-up approach may be moreviable
and gain more momentum inthe long run, given the obvi-
ous failure of ambitious top-down approaches of recent
years,” he maintained.

For example, he said, at Shell’s new Pearl gas-to-
liquids plantin Qatar, where waterwas obviouslyin short
supply, the company designed the plant to run without
drawing water from Qatar’s scarce fresh water resources.

“Its water-processing facility recovers and treats
industrial water and reuses it. It is the largest of its kind
in the world,” he observed.

Voser said that global businesses like Shell’s also
had a major role to play, because of their extensive
value chains and the depth of talent their employees
could bring to expand the understanding of the issues
at hand.

“This gives us the opportunity to show governments

and policymakers what we can offer. And it reinforces the
need to look beyond immediate borders,” he said.

The Shell executive also said that as global busi-
nesses, “we also must be clear about what we expect
from governments. They can drive innovation and invest-
ment, for example, by providing practical incentives to
support the development of promising new technology
and by making education a priority.”

CCStechnology, he said, was a good example. Given
that most of the energy demand in the next few decades
would be met by oil and natural gas, CCS held a prom-
ise to mitigate the growth of global CO, emissions from
energy production.

“The IEA says if CCS can be implemented rapidly,
it could account for 19 per cent of the CO, reduction,
if that is needed later in the century. Without CCS the
cost of tackling climate change could run 70 per cent
higher.”

Voser stressed that Shellwas committed to investing
in this technology through several projects — from the
demonstration phase to industrial scale roll-out.

“Here again government support is absolutely vital
duringthe demonstration phase. The technology s costly
and without the price of carbon, no system exists for CCS
to produce revenues,” he said.

“Thanks to the support of the government of Canada,
we expectto make a majorinvestmentdecision soon with
the development of the first certified carbon capture res-
ervoir at our Alabaska oil sands project.”

Voser said manyaspects of CCS, such asinjecting CO,
forenhanced oil recovery, had been used safely for many
years. Butthe technology needed to be developed further
and pushed through its demonstration phase before it
could be rolled out on an industrial scale.

“We also expect to see continued innovation in
advanced enhanced oil recovery technologies.”

He stated that with worldwide energy demand
expected to double in the first half of the century, with oil
and gas accounting for up to two-thirds of that demand,
producers would have strong incentives to bring more
barrels to the surface.

And as new reserves became more difficult and
costly to find, increasing recovery from existing reser-
voirs would be more important than ever, claimed the
Shell head.

“Thatis why continued improvementsin thistechnol-



Brad Page

“If we are to substantially reduce
emissions from burning fossil fuels,
then CCS is not an option — it is

mandatory.”

— Brad Page

ogy are an important part of Shell’s research and devel-
opment efforts.”

He continued that the IEA had estimated that the
application of improved oil recovery techniques would
potentially yield an additional 300 billion barrels glob-
ally.

“To put thisin perspective, thisis about 15 times the
known oilreserves ofthe United States. The expected rise
in oil prices and the decline of mature fields over the next
few decadeswill surely lead to continued strong research
in this technology,” he forecast.

Voser pointed out that the long-term outlook for oil
remained strong, even with the anticipated very strong
growth in natural gas resources and renewables.

“Itistrue thatoildemand will likely moderate orlessen
overtimein countries like the US, Japan and Europe, due

to greaterefficiencyinthe transportation and othersectors, but that
will be more than offset with the strong rise in demand in Asia and
the developing countries,” he observed.

“Ultimately, through technology, we seekto bring down the cost
for seismic and achieve significantly higher accuracy levels of what
we can get out of the ground,” he concluded.

Continuingthe case for carbon capture and storage was

Chief Executive Officer of the Global Carbon Capture and Storage
Institute (GCCSI), who maintained in his address that the innova-
tive technology held the key to achieving the two objectives listed
by the Seminar — fuelling prosperity and supporting sustainability.

He told delegates that prosperity depended on many things,
but accessible, affordable and reliable energy was one of the criti-
cal factors.

“Prosperity is also a prerequisite if we are going to advance
the standard of living of all of our seven billion citizens globally in
a sustainable manner,” he affirmed.

Page conceded that the casual observer was likely to contend
that the petroleum industry could not achieve both prosperity and
sustainability.

They were mistaken, he said. However, the complete achieve-
ment of these twin objectives was somewhat dependent on deploy-
ing new technologies, which would inevitably be dependent on effi-
cient, reliable government policy settings being in place.

“The world needs energy and is going to need a lot more of it
in the decades ahead,” he professed.

“Ourworld is changing. Fast developing nations, like China and
India, are industrializing and through this raising their populations’
standard of living. They are consuming energy at increasing rates.”

Page said that close behind them was a raft of emerging econo-
mies, which were also increasing their energy use.

Unsurprisingly, he stated, all these economies were access-
ing the lowest cost energy resource — petroleum and fossil fuels
generally.

Developed nations were also large energy consumers. Page
said that while energy intensity had been improving for many dec-
ades now, and most developed countries had actively encouraged
renewable energy sources, fossil fuels continued to occupy a large
and critical role in modern economies.

This was unlikely to change for many decades. Indeed, he
observed, the International Energy Agency (IEA) in its 2011 World
Energy Outlook forecast under its reference scenario that global
primary energy consumption would increase by 40 per cent between
2009 and 2035.
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Developing countries accounted for 91 per cent of
this demand growth, while close to 55 per cent of the
growth was met from fossil fuels, dominated by natural
gas.

“But this growth in fossil fuels use comes with poten-
tially large increases in greenhouse gas (GHG) emissions.
GHG emissions must be dealt with,” he pointed out.

Page continued thatthe IEA, in its reference scenario
results, whichincluded allthe commitments countries had
made to arrest emissions growth, pointed to an increase
in total energy related emissions of 26 per cent by 2035.

“This puts us on course for a 3.5°C temperature
increase in the longer term and significantly exceeds the
2.5°C target that itself only provides a 50-50 chance of
avoiding dangerous climate change.

“Indeed, today it is quite likely that we are very near
to 400 parts per million of CO, equivalent, against a tar-
get for a 2°C outcome of 450 ppm.”

Page said that clearly there were no single solutions
available in climate change.

“We will need almost all currently available and nas-
centlow and zero emission technologies to achieve both
objectives, along with energy efficiency.”

But he said the good news was that this was achiev-
able and fossil fuels remained a key plank in the global
energy future and for a long time to come.

Two things were needed to realize this, asserted Page
—technology, firstly, and rational supportive government
policy.

“When it comes to dealing with emissions from fossil
fuels, CCS is the vital technology. With few exceptions, it
isthe only solution for reducing emissions from the com-
bustion of oil, products, gas and coal. There really are no
other options.

“If we are to substantially reduce emissions from
burning fossil fuels, then CCSis not optional — it is man-
datory,” he stressed.

Page informed participantsthatthe GCCSI catalogued
eachyearall of the large-scale integrated CCS projectsin
the world. Today, there were eight industrial scale pro-
jects in operation.

Natural gas processing dominated the plants cur-
rently in operation, although there were also examples
of fertilizer manufacture and synfuel production.

Page noted that, often, the captured CO, was used
for enhanced oil recovery, providing a valuable revenue

stream, which, in the absence of a strong carbon price,
was necessary to make a positive business case for CCS.

“We have also identified another seven very large
projects that are under construction. And a further 12
are approaching final investment decision.”

Page said that, on this basis, by 2015, there would
be 15 large-scale integrated CCS projects in operation
across the world. The schemes would be capturing and
storing 35 million tons of CO, every year.

“The G8target of 20 large-scale CCS projects by 2020
is startingto lookachievable. Butundoubtedly some chal-
lenges remain,” he said.

Importantly, continued Page, of the seven projects
now under construction, two were in the power genera-
tion sector and both in North America.

“These will be the first power plants at large scale
to have integrated CCS equipment. And in both cases, a
positive business case has had as a key feature, the sale
of the CO, for enhanced oil recovery (EOR),” he revealed.

Page said that, in the power sector, CCS remained
at a comparative cost disadvantage to mature, but other
emissive technologies for power generation.

However, cost studies undertaken by credible inde-
pendent institutions had revealed that CCS was, in fact,
today a cost-competitive technology with arange of other
low and zero emission power generation technologies
that had yet to achieve fully commercialized status, as
well as some low-emission technologies that were com-
mercially available.

But Page pointed out that this was not the full extent
of CCS activity globally. The institute’s survey had recorded
that, in total, there were 73 large-scale integrated CCS
projects around the world. These were at various stages
of progress.

“Our survey also reveals that North America is the
action centre. Europe continues to have a significant
number of projects in train, but has slowed in the past
18 months also. China, which is coming off a low base,
is accelerating very quickly with many new large-scale
CCS projects being proposed.”

Page said that with global climate policy seemingly
inthe slow lane, compared to three years ago, the driving
force behind many CCS projects and especially in North
America was EOR.

“Thisis a good news story forindustry and the envi-
ronment. It gives CO, a real commercial value, where



it is treated as a commodity, rather than as a waste
strain.

“And it has the potentialto improve the energy secu-
rity position of individual nations, as well as improve the
business prospects for upstream oil and gas producers,
especiallywhere naturally occurring CO, sources are una-
vailable, or are too expensive.”

For CCStechnology developers, contended Page, the
EOR application was especially valuable. In the absence
ofadequate carbon prices, it provided the real life deploy-
ment experiences through which the cost of the technol-
ogy could be reduced.

“However, we know that the storage opportunity
afforded by EOR, while very substantial, is inadequate
if CCS is to meet the 19-20 per cent share of emission
reductions that the IEA models as being necessary for a
least-cost outcome.”

Page pointed out that storage in deep saline aquifers
was also necessary. Supportive government policies were
required to ensure that CCSwas developed and deployed
in a timely manner.

“Data and forecasts show that climate change objec-
tives cannotbe achieved without CCS. Renewable sources
of energy are important forourenergy and climate future,
butalone they cannot solve the twin challenges of energy
availability for all and containing global temperature
increases to no more than 2°C,” he stressed.

Page stated that fossil fuels would continue to be used
for many decades to come and in increasing amounts.
But without abatement of the resulting emissions, this
reality was at odds with a need to constrain global tem-
perature increase.

“Our annual survey has shown that worldwide there
is over $21 billion of government support being made
available for CCS projects. About 40 per cent of this is
yet to be allocated.”

Page said that almost universally this support was in
the nature of capital expenditure assistance.

“It seeks to recognize that a first of a kind facility
has higher capital costs than mature technologies and
seeks to bridge some of the gap. This is a valuable con-
tribution.

“However, limiting assistance to only capital support
tends to overlook that in the absence of strong carbon
pricing, these new low-emission facilities usually com-
pete with emissive and very low-cost existing plants.

“The operating cost disadvantage is often so large that the busi-
ness case cannot be made for the CCS facility, despite the generous
capital support from the government,” he explained.

Page stressed that this contrasted with the treatment “we
observe that governments provide for renewable energy sources.”

Globally, he stated, there was a strong and widespread mix of
both capital and operating cost support measures for renewables.

“However, when viewed through the prism of achieving energy
security and emission reduction at least cost, the case for renewa-
bles is not so convincing.”

Often, maintained Page, the real cost of avoided emissions from
these programmes was in excess of $100 perton of CO,, a level well
above any carbon pricing scheme in place or under contemplation.

“The effect of this is that governmentaction to encourage renew-
ables is distorting the operation of otherwise efficient energy mar-
kets. It also distorts the development of new and emerging tech-
nologies, often favouring ultimately more expensive alternatives.
Increasingly, this appears to be the case for CCS.

“Inourview, government policy to supportthe developmentand
deployment of low and zero-emission technologies generally, in the
absence of strong carbon pricing policies, should move back from
favouring particular technologies to more neutral settings, where
the greatest potential for the abatement of GHG emissions at the
least cost is the central test for support and assistance.”

Page stressed that ‘Fuelling Prosperity, Supporting Sustainability’
was an accurate and appropriate theme for the OPEC Seminar.

“Achieving both prosperity and sustainability requires a deep
appreciation and acceptance of the significant ongoing role that
petroleum and other fossil fuels will and must play over the com-
ing decades,” he said.

“It also requires a commitment to efficiently addressing GHG
emissions that are leading to unacceptable climate change. CCS is
the technology that holds the key to achieving these objectives. It
is not an optional technology, but one that exists today and can be
widely deployed with the right settings,” he concluded.

Giving hisview on the world energy scene and the policies affecting
its direction, Secretary General ofthe Energy Charter
Secretariat, spoke in his address about the potential contribution
and significance of the European Energy Charter, especially in the
light of the changes taking place on the global energy landscape.
He told participants that the Energy Charter Treaty was devel-
oped on the basis of the 1991 Energy Charter Declaration.
Rusnédk explained that whereas the later document was drawn
up as a declaration of the political intent to promote energy coop-
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Urban Rusndk

“Experience shows that dialogue around the
critical energy issues can do much to promote
a better understanding, transparency and
exchange of information and, in these ways,
contribute towards building confidence among

the players in energy cooperation global])/. ?

—— Urban Rusndk

eration, the Energy Charter Treaty was a legally binding
multilateral instrument and part of international law.

The fundamental aim of the Treaty was to strengthen
the rule of law on energy issues, by creating rules for a
level playing field to be observed by all participating gov-
ernments.

In doing so, he said, the provision of the Treaty
reduced the risk associated with energy-related invest-
ment and trade.

Rusnak informed participants that the organization
governingthe decision-making body —the Energy Charter
Conference — brought the diverse states of the Energy

Charter constituency together to discuss energy issues
at its meetings, or through its subsidiary bodies.

In addition, the Charter promoted energy efficiency
policies consistent with sustainable development on the
legal basis of the protocol on energy efficiency and related
environmental aspects of the Energy Charter.

“The Charter Treaty is built on the principle of inclu-
siveness. It establishes a legal framework for long-term
energy cooperation. Such cooperation brings benefits for
energy-producing, energy-consuming and transit coun-
tries as well,” stated Rusnak.

He pointed out that the Treaty was, in fact, the only
example of a comprehensive energy treaty with such a
broad membership.

Rusnéak said that it was very apparent that the world
of energy was changing. The era of cheap oil was over
and the new emerging economies were accounting for a
significant increase in world demand.

Prices had become extremely volatile, posing major
risks to much-needed investments.

“Today, energy security is part of a triangle of shared
policy objectives, the other two being the environment
and sustainability.”

Rusnakmaintained thatin addition to policies related
to economic development and policies aiming to ensure
security of supply of oil and gas and demand, govern-
ments were eager to decrease CO, emissions.

“The means to achieving this includes increasing
energy efficiency and developing low-carbon energy
sources,” he affirmed.

Rusnék revealed that an Energy Charter moderniza-
tion process had been launched by the Energy Charter
Conference to ensure that the potential of the Treaty’s
legal framework for long-term cooperation in the energy
field was fully utilized.

“The modernization is intended to strengthen the
Energy Charter authority. The modernization is also
aimed at making the Treaty more attractive for those
major actors in the global energy market who have not
become members.”

Those countries, he said, included major consuming
countries, as wellas major producing states. Seven out of
the 12 OPEC Member Countries were currently observers
to the Energy Charter.

“There is no doubt that the Energy Charter constitu-
ency would welcome closer cooperation with OPEC and



its Member Countries, as well as other producing coun-
tries outside OPEC,” he declared.

Lookingatinternational organizations that could ben-
efit from relations with the Energy Charter, Rusnak stated
that on the producers’ side, OPEC had developed into an
organization that was interested in issues of global gov-
ernance. There were a number of instances where the
Organization had intervened in the global oil market in
an effort to stabilize it.

There was also the Gas Exporting Countries Forum
(GECF), a gathering of the world’s leading gas producers,
whichwasalso established as aninter-governmental organi-
zation with the objective of increasing the level of coordina-
tion and collaboration among the gas-producing countries.

From the consumers’ side, said Rusndak, there was
the International Energy Agency (IEA). Over the last 20
years, the |EA had evolved as an instrument to ensure
security of supply for the developed world into one that
addressed energy security in a broader sense.

Rusnak pointed out that the IEA had stepped up its
cooperation with the emerging economies to take account
of their growing significance. But the agency remained
oriented to the interests of the energy consumers.

Otherorganizationsincluded the World Energy Council
and the International Energy Forum (IEF).

He maintained that the added value of the Energy
Charterwas its legally binding rules, which were of major
significance for further investment in the energy sector
andto securereliable transportation routes and promote
market access.

Energy Charter provisions covered all forms of energy
and generation, including low-carbon solutions and
renewables. The Charter had more flexible and informal
instruments at its disposal in the form of various groups
and subsidiary bodies, which covered a substantial area
of the Treaty.

“Experience shows that dialogue around the critical
energy issues can do much to promote a better under-
standing, transparency and exchange ofinformation and,
in these ways, contribute towards building confidence
among the players in energy cooperation globally.”

Rusnék pointed outthatthe Energy Charter Treaty was
the only international treaty that explicitly proclaimed
state sovereignty over a country’s energy resources.

The treaty contract parties recognized state sov-
ereignty and sovereign rights over energy resources.

Contracting parties were free to choose the governing system of
property ownership of energy resources.

Furthermore, he said, each state could freely decide the geo-
graphic areas to be made available for exploration and develop-
ment of its energy resources and the rate at which they may be
exploited.

Contracted parties may specify and enjoy any taxes, royalties or
other payments for exploration and exploitation. Resource-owning
states also had the right to regulate the environmental and safety
aspects of such exploration and development.

Rusnék noted that the OPEC Secretariat estimated that in the
medium term, some 140 projects at an estimated cost of around
$155 billion were being undertaken by OPEC Member Countries.

Such projects were in addition to all energy infrastructure
schemes, such as pipelines, export terminals and downstream
expansion schemes at a global level.

“Energy-producing countries, including OPEC Members, clearly
need to attract large-scale investments and work with international
partners to promote investment flows in the region,” Rusnak main-
tained.

He said there were many areas of uncertainty regarding invest-
ments, such as that over the inconsistency of demand, changing
regulation, fiscal regimes and strategic and political factors.

“Thereisaneed forsustainabilityand harmonyin the long term,
as well as certainty and consistency of the future level of demand.
Transparency, constellation and planning are required to meet the
challenges posed by these factors.

“Thisinvolves all energy producers, consumers, energy compa-
nies, financial institutions and other interested parties.

“In other words, it involves cooperation on an unprecedented,
immense, multilateraland sustained basis. In addition to the efforts
of national governments, an interdependent energy world needs
institutions to promote coordination and provide a stable frame-
work for cooperation. The Energy Charter Treaty is such an organi-
zation,” observed Rusnéak.

He stressed that the Charter’s framework of international rules
and principles was already well established, effective and widely
supported.

At the same time, the Charter process was flexible and ready to
respond to the new challenges.

Rusnak explained that once an energy investment was made,
the Treaty was designed to provide a stable interface between the
investment and the host government.

“Stability is particularly important in the energy sector where
investment is highly strategic and capital-intensive, where the
risks have to be assessed over the long term. The reduction of the
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investment risks and the creation of a stable and trans-
parent investment climate is a major challenge.”

Rusndk maintained that the Energy Charter Treaty
assisted in this respect by offering binding protection for
energy investors against key known commercial risks.

The Charter’s focus was on fixed infrastructure, includ-
ing pipelines and grids, or LNG terminals. New energy
players in consuming countries had a clear interest in
securing oil supplies by pipeline.

“Even for OPEC Members, who all have access to the
sea, pipelines are in some cases the more cost-effective
option, providing the basis for close partnership with
other countries,” observed Rusnak.

He stated that the Energy Charter’'s ambition was to
facilitate new infrastructure projects, notonlytoincrease
energy security, butin particularto allow the development
of a regional solution also for alternative energy produc-
ers, transit and trade.

“Iwould very much welcome the participation of OPEC
and its Member Countries to our future discussions which
are aimed first and foremost at balancing the interests
of the energy producers and consumers and to increase
mutual benefits.

“Under my direction as Secretary General, the
Energy Charter Secretariat, in cooperation with mem-
berstates, is developing a target expansion policy. This
isanotherimportant component of the modernization
process.”

Rusnak made it clearthat strong political supportfrom
allmemberswould be provided. Those countries that had
observer status to the Conference had an entitlement to
participate in the negotiation on the Energy Charter pro-
tocol and declaration authorized by the Energy Charter
Conference.

“In the fast-changing energy world, reflection is
required. As to whether the existing arrangement for
energy governance is sufficient to meet the full range of
the new challenges, today’s challenges point to the need
for further creative thinking by all the players.

“The Energy Charter process is flexible and ready to
respond tothe new challenges. | hope that OPEC Member
States willtake this opportunity to contribute to the devel-
opment of the Energy Charter process.

“The engagement of the Member States of OPEC with
the Charter would do much to enhance the standing of
the Charter globally,” concluded Rusnak.

Alan Crain

“We are committed to the continuous

evolution (ypour technolo(q)/ to optimize

pe{formance for you, safet)/ for all of us

and environmental stewardship for all
the world.”

— Alan Crain

The final guest speaker of the fourth session was

SeniorVice President of Baker Hughes, who high-
lighted just how important new and innovative technolo-
gies were for the future of the petroleum industry.

He told the Seminar that the energy industry was in
a period of great challenge and change.

To produce more oil, the trend was towards more com-
plexand extreme environments, such as deep waterand
mature reservoirs. For gas, shale reservoirs were of great
importance.

Crain disclosed that at Baker Hughes, its 58,000
employees oversaw 21 product lines, 75 sub-product
lines and over 2,000 product families.



The company had operations in over 80 countries “to
support its customers and its friends” at the national oil
companies (NOCs) and international oil companies (10Cs).

“We focus our technology investment on the prod-
ucts that you need, that you want, and to provide also
the support that you need every day.

“We have all seen a new paradigm for technology in
ourindustry, well known technologies such as horizontal
drilling and horizontal fracturing and horizontal drilling,
combinedinaninnovative fashion to unlock a previously
unavailable source of supply — shale.”

Crain stressed that the Baker Hughes enterprise tech-
nology strategy was market-focused and research-ena-
bled. “Our objective is to employ technology to unlock
market potential, to reduce yourriskand increase efficien-
cies. To obtain these objectives, we employ an enterprise
research strategy built around four themes — sustaina-
ble chemistry, high-performance information, advanced
measurement and actuation and designer materials.

“Under these themes, we operate focused research
projects to produce new technology for deep water, high
temperature, high pressure and unconventionaland con-
ventional oil and gas markets.

“Ourglobalnetwork oftechnology centres placesinno-
vation close to our customers. We connect our experts
in every phase of the business directly to our customers,
regardless of where they may be, anywhere in the world
and at any time.”

Crain pointed out that, today, there was more col-
laboration than ever before. Currently, Baker Hughes had
numerous major collaboration projects ongoing at both
NOCs and 10Cs.

One-third of those projects were in fundamental and
applied research, while two-thirds were in product devel-
opment.

“We are also actively engaged with NOCs and 10Cs
ontechnology enabled brownfield developments to reju-
venate mature fields.”

Crain stated that, earlier this year, the company
opened its 11 regional technology centre in Dhahran,
SaudiArabia, “where we work with customers to address
challenges throughout the Middle East.”

He continued: “Ourinnovation centres are the heart of
ourresearch and development efforts. They drive research
and development, synergy and promote collaboration
across all product lines.

“We continuously work to expand our capability. For example,
at our Centre for Innovation and Technology in Houston, Texas, we
can test products at up to 40,000 pounds per square inch (psi) and
at temperatures of over 370°C.”

Crain said that Baker Hughes’ significant investments and
testing capabilities helped ensure reliable product performance in
strategic areas, including unconventional oil and gas and extreme
high-temperature and high-pressure environments, and the deep
water.

“Thisalso furthers ourreservoirknowledge and helpsin design-
ing programmes for you with your reservoirs to maximize your pro-
ductivity and ultimate production and also our remote monitoring
and optimization programmes.

“This all allows us to further increase our new product
development and to further increase collaboration with you, our
customers.”

For Baker Hughes, said Crain, in areas of technology, research
was extremely interesting atthe moment, as was fundamental chem-
istry, in which it was creating a new set of greener, more environ-
mentally friendly options for many activities, both in well construc-
tion and product enhancement.

Complex fluids were increasing recovery, while reducing envi-
ronmentalimpact, while, in material science, the company was cre-
ating technology solutions for the industry’s greatest challenges
and frontier environments, extreme temperatures and pressures
and aggressive corrosive environments.

“We are utilizing nanotechnology extensively and in enhanced
digitalization, we are using high-performance computer clusters
for real-time simulation and design and we put automated equip-
mentin customers’ wells and have centres and experts for real-time
monitoring of our operations.”

Concerning product development at Baker Hughes, Crain said
the firm had adopted a scientific system to evaluate both its own
chemicals, as well as those of its suppliers.

“Our smart care fluids system provides operators with a choice
of environmentally preferred chemical products. Our operators can
use smart care data to meet regulatory requirements, as well as to
choose products without compromise to the productivity goals and
environmental stewardship.

“At Baker Hughes, we are cognizant of the potential impacts
associated with industry activity, the welfare of our workers, our
customers and the communities we live in and the entire world
environment. These are of paramount importance.

“We are committed to the continuous evolution of our technol-
ogy to optimize performance for you, safety for all of us and envi-
ronmental stewardship for all the world,” he concluded. -
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Michael Lynch, President, Strategic Energy & Economic Research, Inc
Abdul-Hussain Bin Ali Mirza, Minister of Energy, Bahrain

José Maria Botelho de Vasconcelos, Minister of Petroleum, Angola
Aldo Flores-Quiroga, Secretary General, IEF

Christophe de Margerie, Chairman and CEO, Total (at lectern)

Prof Oysten Noreng, 2012 OPEC Award Recipient for Research



a Botelho de Vasconcelos

The Chairman of the Panel Discussion was

Angola’s Minister of Petroleum,
who said the theme ofthe session, ‘Petroleum for Progress
and Cooperation’, challenged participants to discuss a
whole range of issues — from the role of oil in the global
energy scene, right through to energy poverty and devel-
opment.

“To meet these challenges, | can call upon five excel-
lentspeakers. Theywill go along way to providing answers
to our challenges,” he affirmed.

In brief comments before introducing the speakers,
the Minister said that there was no doubt that oil would
continue to be crucial to the global energy scene for the
foreseeable future.

“To be sure, natural gas and renewables will grow in
importance and coal will remain a mainstay of the energy
balance, but oil will remain overwhelmingly dominant
in the transport sector and for this reason our industry
remains central to global economic development,” he
maintained.

De Vasconcelos stressed that OPEC was acutely
aware that supply and demand for oil and its price were

José Maria Botelho de Vasconcelos
Minister of Petroleum, Angola

Abdul-Hussain Bin Ali Mirza

Minister of Energy, Bahrain

Aldo Flores-Quiroga

Secretary General, IEF

Christophe de Margerie

Chairman and CEO, Total

Michael Lynch

President, Strategic Energy & Economic Research, Inc
Prof Oysten Noreng

2012 OPEC Award for Research Recipient

“OPEC Ministers constantly strive to ensure reliable oil
supp])/ at afair price that rewards investors in capita]—
intensive projects, but which does not impose an unfair

burden on the consumers.”

— José Maria Botelho de Vasconcelos

both crucially important to the health of the global
economy.

“OPEC Ministers constantly strive to ensure reliable
oil supply at a fair price that rewards investors in capital-
intensive projects, but which does not impose an unfair
burden on the consumers,” he said.

The Minister stated that the cost of fuel was impor-
tant for importing countries, but for the very poorest it
was absolutely crucial.

With nearly two billion people living on an income
below $2/day, he said, “we have a responsibility to help
them improve theirlives and see thattheir countries grow
and develop.”
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Abdul-Hussain Bin Ali Mirza

Looking at the progress made in the petroleum sector
in the Gulf region over the years, particularly in Bahrain,
the country’s Minister of Energy,

informed delegates that just two weeks before the
Seminar, Bahrain had celebrated the 80th anniversary of
the first discovery of oil in the Gulf Cooperation Council
(GCQ) region — at Jebel Dukhan in Bahrain.

“The humble beginnings of producing four barrels
perdayin 1932 led to the discovery of about 44 per cent
of the world’s oil reserves and 24 per cent of the world’s
gas reserves in our region,” he affirmed.

That discovery in 1932, he said, sowed the seeds
towards the region becoming the main supplier of the
world’s “insatiable energy needs”, fulfilling the OPEC
Seminar’s theme of ‘fuelling Prosperity, Supporting
Sustainability’.

Mirza pointed out that the oil industry in the Gulf
region had grown to what it was today and great strides
had been made in Bahrain over the years.

He noted that the Bahrain Petroleum Company was
formed by Chevron of the United States in 1929 and the
first discovery was made on June 1, 1932. In 1936, the
first refinery in the GCC was built in Bahrain and in 1997
the Bahraini governmenttook overthe Bahrain Petroleum
Company.

“For our industry today, the cost qf

fjnding oil has increased several:fo]d

over the pastfeW decades. This largely
contributes to the high oil prices we

experience these da)/s. 7

—— Abdul-Hussain Bin Ali Mirza

In 2005, the political leadership restructured the oil
and gas industry in Bahrain, eliminating the Ministry of
Oil and replacing it with a National Gas and Oil Authority
(NOGA), of which he was honoured to become Chairman,

In 2007, the NOGA investment arm was formed and
in 2009 Tatweer Petroleum was incorporated.

“The idea of NOGA was to think outside the box — to
be creative and challenge the status quo. Over the last
sevenyears of NOGA’s experience we have expanded our
portfolio of companies, aligning with our national vision
called ‘Bahrain Vision 2030’, which aspires to diversify
our economy, provide educational opportunities for our
youth and improve the standard of living of all our citi-
zens,” he stressed.

Mirza said that despite the events that gripped sev-
eral countries in the Middle East and North Africa (MENA)
region, Bahrain included, the march towards achieving
that goal of Bahrain’s vision continued on track.

He maintained that the OPEC Seminar’s theme was
extremely timely and addressed two critical issues fac-
ing humankind.

These comprised prosperity — improving the living
standards of the billions of inhabitants on the planet —
and sustainability, meaning achieving prosperity through
conscious efforts to protect the environment.

“In a world that will reach ten billion people within
three decades, we have to find solutions to issues such
as climate change, ozone layer depletion, global warm-
ing, biodiversity loss — all resulting from the increased
use of fossil fuels,” he asserted.

“The basics that are relevant to our discussions here
are demand and by extension supply and pricing,” he
added.

Mirza said it was well known that the world would
have encountered an economic catastrophe, were it not
for the new engines of economic growth in Asia and the
Middle East.



Demand growth for energy, in general, and for oil, in
particular, was driven by these economies, he pointed out.
Over the past decade, he observed, growth in demand
from the East was nearly six times higher than that of the
West.

“Thistrend is expected to continue. We live in a world
that is increasing its usage of energy.

“Even today, when we still find ourselves in the midst
of a recession that has dampened usage in the West, a
slowing in the emerging economies, such as China, and
the introduction of fuel conservation and renewable
energy, experts and industry watchers still predict that
oil demand will increase to over 100 million barrels/day
within perhaps a decade.”

Mirza said that, of this amount, 45 per cent would
have to be supplied by the Members of OPEC.

“The world is watching very closely and with great
anticipation the decisions that OPEC will take in Vienna
this week,” said the Minister, referring to the OPEC
Conference, whichwas heldimmediately afterthe Seminar
(see page 8).

He said that the other basic was price. Looking his-
torically, crude oil prices had been relatively well-behaved
for at least one century between the mid-1870s to the
mid-1970s, averaging about $14/barrel in real terms.

“Since thattime, however, and especially since 2008,
the story changed and volatility in oil prices has become
a fact of life in the industry,” noted Mirza.

“For our industry today, the cost of finding oil has
increased several-fold over the past few decades. This
largely contributes to the high oil prices we experience
these days.”

Referring to the World Energy Outlook for2010, Mirza
said this presented the stark prognosis that even with all
the efforts being made about 1.2 billion people would
still be without electricity by 2030.

He said thatin order to address this issue, the world
would need to invest €30 billion, or $38bn by govern-
ments and/or non-governmental organizations (NGOs),
each and every year until 2030.

According to data from the World Bank, he said, the
amount of €30bn being talked aboutwas higherthan the
GDP of over 100 of the world’s smaller nations, or weaker
economies.

Returning to Bahrain’s domestic outlook, Mirza
explained that the main motivation for the formation

of Tatweer Petroleum — a joint venture between NOGA Holding,
Occidental Petroleum and the Mubadala Development Company
— was to reverse the decline in production of oil from the country’s
80-year-old field — Jebel Dukhan.

This, he explained, was to be done by employing the enhanced
oilrecovery technologies of its partners, Occidental and Mubadala.

“Today, | stand here proudly to say that since its inception in
late 2010, Tatweer has already drilled 240 development wells, a
significant achievement in such a short time, when compared to
the total of 800 wells that were drilled in Bahrain during the entire
last 70 years.”

Mirza disclosed that, to date, their activity had resulted in an
increase of 15 per cent in the production of domestic oil over the
immediate pre-Tatweer period.

“Some of these wells will be drilled to depths not previously
achieved on the island, namely the deep gas formations lying
between 15,000 and 20,000 feet.

“We are also pursuing other initiatives with vigor. For example,
we have formed the Energy Conservation Committee in April 2006
to promote the rational use of energy and formulate energy conser-
vation policies.

“We have also joined together with the United Nations
Development Programme (UNDP) to establish an energy centre
responsible for the planning and implementation of energy con-
servation and renewable energy.

“Also, NOGA has just signed a letter of intent with an American
company to installa 5MW solar power plantin the oil town of Awali.
And negotiations are ongoing with another firm to install another
pilot plant using wind power.”

Mirza pointed out that to achieve all the objectives set out,
Bahrain would need the cooperation of all stakeholders.

National oil companies would have to provide access to the
reserves and make available part of their considerable financial
capacity, while the international oil companies, in their turn, must
provide the technological and managerial skills and know-how.

“The synergy between the two partners will guarantee that the
challenges faced by the industry will be overcome. But this will not
be possible without all stakeholders, academia, governments and
the industry working together to educate and train the future gen-
eration of skilled geologists and engineers, pipefitters, chemists,
welders and marketers,” he concluded.

Building trust between oil producers and consumers is one of the
main thrusts of the International Energy Forum (IEF), based in Riyadh,
Saudi Arabia. This was one of the main messages put forward by
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Aldo Flores-Quiroga

“At the IEF, we try to reduce the level of
uncertainty surrounding tbefuture (jtbe
oil industr)/ through dialogue and more

conversation.

— Aldo Flores-Quiroga

the IEF’s Secretary General, the
next speaker.

He told the panel that the IEF formed part of a set of
institutions that tried to advance energy conversation.

Today, he explained, The Forum comprised 98 coun-
tries from six continents which togetherrepresented about
90 per cent of the oil and gas markets in the world.

“Itincludes countries from the IEA, OPEC, the BRICS
and otherimportant players that have much to say about
what is going on in the energy world,” he affirmed.

Flores-Quiroga pointed out that the IEF promoted a
dialogue that was neutral, informed, inclusive, informal,
focused and open.

“It is very ambitious to try and accomplish all of this
in a conversation that involves 98 countries, but we are
seeing progress in this type of engagement as we move
on in a process of managing better the complex interde-
pendence thatis now characteristic of the energy world,”
he stated.

“We aim to build trust between producers and con-
sumers and, in so doing, we want to promote security
of supply and demand. The conversations are partly to

obtain better information and a better understanding of
what is going on in the oil markets. Our view is that dia-
logue delivers data and vice versa.”

The IEF head maintained that there were three key
questions in “this dialogue of ministers”.

First, they needed to explain the behavior of oil prices,
why they observed the volatility that they were seeing in
the markets.

The second involved what the oil supply and demand
balance was.

And the third question was more about the long term
andthe outlook —whatthey could expect of future energy
demand and supply.

“When people talk about excess volatility, we have
seenthat price spikes coincide with more intense discus-
sions about what is going on in the oil market and they
coincide also with calls for the IEF to facilitate a more
engaging conversation,” observed Flores-Quiroga.

Looking at the crude oil supply and demand balance
in the first quarter of 2012, he said estimates were vary-
ing at around two million barrels/day.

“Of course, each estimate response is to a different
methodology and a different analytical purpose, but it
is an interesting question when you have such a range
of uncertainty regarding how comfortable you can feel in
respect to the balance,” he affirmed.

Regarding the outlook, Flores-Quiroga said that if
one took the smallest estimate of the IEA and the high-
est estimate of OPEC, “you are going to see a range of
close to 30m b/d in estimates as what is going to be the
demand in the next 25 years.

“At the IEF, we try to reduce the level of uncertainty
surrounding the future of the oil industry through dia-
logue and more conversation.”

Regarding what the IEF was finding out through its
dialogue, Flores-Quiroga said that with the 89 countries
thatwere involved in the initiative, together with the par-
ticipation of many companies and the input of national
organizations, with respect to volatility, “we are finding
that a consensus is very ellusive.”

Some found that the financial markets were behind
the new shape of volatility, while others believed it was
down to the fundamentals, where the interaction was

much more complex.

“Itis not a settled discussion and this issue will con-
tinue be part of the focus of our discussions at the IEF.



Christophe de Margerie

“Thereisastrong consensus thatwe need more trans-
parency. Basically, everyone supports transparency, but
what we have to do at the IEF, together with our partners
in the Joint Organizations’ Data Initiative (JODI), that
includes the IEA, OPEC, OLADE, APEC, EUROSTAT and UN
Statistics, is to make sure that this consensus becomes
a reality.

“ltis not easy — the challenge is to bring information
together from all these countries that have very different
legal frameworks and very different methodologies.

“But we are making progress, nevertheless. We
already have the oil part of this transparency initiative
and we have begun to extend it to the gas markets.”

The lEFhead stated that, with the outlooks, the Forum
was working with the IEA and OPEC to understand better
what the differences were.

“It is clear that we need to explore much more. For
example, in the conversations we hold every year with
experts from the IEA and OPEC, we need to know more
about the demand growth in China, India and the Middle
East.

“We also need to understand better what is behind
the cost and price assumptions in the outlooks, where
the elasticity assumptions for supply and demand are,
and what are their projections for the different types of
fuels that are going to be used.

“Itis also very important that we understand better
the sources of data that are being used. This is a very

“With the global population growing, we have to

get access to more and more oil and gas reserves.

These do exist, but it will take more time, it is more

comp]ex and it needs additional techno]ogy. 7

— Christophe de Margerie

challenging process and we hope that, through our conversations,
we will start to develop more concrete answers.”

Flores-Quiroga pointed out that the objective was not to reach
one single answer, but to understand better what the differences
were to finding where the common interests lay and to advance the
conversation so that there was much more awareness that “we live
in an interdependent world and that much better and closer and
intense cooperation is required to address our energy challenges.”

With almost four billion inhabitants out of the world’s seven bil-
lion population having no access to modern energy,

Chairman and Chief Executive Officer of France’s Total,
outlined in his panel remarks how his company was helping to
addressthis situation againsta background of rising energy demand.

Hetold the panelthatreally, in a way, nothing much had changed.
There was still the need for more energy — the difference was it was
moving from the West to the East.

“But, at the same time, the reserves are not moving so quickly.
And definitely geology does not move in the same way that a popu-
lation can grow,” he said.

“With the global population growing, we have to get access to
more and more oil and gas reserves. These do exist, but it will take
more time, it is more complex and it needs additional technology.”

De Margerie maintained that one needed to attain the capac-
ity to challenge the geopolitics concerned, as well as the security
concerns.

“Ourjob as national oil companies (NOCs) and international oil
companies (I0Cs) is to get the energy to our clients. Whatever the
figures will be going forward, we will be faced in the years to come
with the same concerns — more oil and more gas, but in a cleaner
way, in a way that is acceptable,” he maintained.

De Margerie said that, at the same time, there were still some
changes taking place, thanks to unconventional oil and gas.

“That has definately changed some of our uncertainties. We
have to be very careful in the industry. Sometimes we can be too
certain and sometimes we are wrong.

“Forinstance, whatis happeningin the United States, both with
oil and gas. Unconventional oil is totally changing the fact that now
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the US is totally self-sufficient in gas and definitely less
dependent on oil.

“Towhat pointcould thathave animpacton the global
balance and what could be the impact for OPEC Members
is something that needs to be discussed,” he affirmed.

The Total head reiterated that all the changes were
coming from unconventional oil.

“Isitnew? No. Were we aware of the existence of uncon-
ventionaloiland gas resources? Yes we were. But we were
not certain that we could develop them with such speed.”

De Margerie noted that of great importance in this
regard had been the level of the price of oil and that of
gas, which had permitted things to be done which were
considered as undoable not so long ago.

He said that almost 30 per cent of future oil would
come from unconventional sources, while, for the gas
industry, some 50 per cent of the resources would come
from shale gas, or unconventional as a whole.

“This is definitely changing the picture and chang-
ing the balance between East and West in the emerging
countries and the non-emerging countries and the role
of the Middle East,” he observed.

De Margerie said that the other question was how to
work together, “which in my view is part of the accept-
ability. This acceptability is a must.”

He stated that one way of looking at it was through
the cooperation of the NOCs and the 10Cs.

“But | think we have to be more and more careful
of the split between NOCs and 10Cs. For example, com-
paring Saudi Aramco and the China National Petroleum
Corporation (CNPC) there is nothing different, officially
they are both NOCs.

“So | prefer to say we are partners, some have more
resources than others, some may have different tech-
nologies and the only real difference is shareholding —
Saudi Aramco, for example, is 100 per cent owned by the
Kingdom of Saudi Arabia.

“That is not the same for others, but, in the end, we
all have the same concern — to bring additional oil and
gas to our clients.”

For this, stressed de Margerie, cooperation was not
only needed in the host countries, it was also required
outside the host countries.

“It is this kind of strategy and policy that Total has
been developing formanyyears —and we are notthe only
one. Our partnerships with NOCs are strategic, but, atthe

same time, they are not just with two or three NOCs, but
with many, mixing them and being competitive in parts
of the world which are not always easy.”

De Margerie said that, in this way, they were shar-
ing the risk. “In the end hopefully, we are successful.”

He said that, each year, Total entered into additional
joint ventures and additional partnerships, “a success
that is working in all countries.”

He continued: “But definitely we need to develop our
activities. Building trust is a top priority. We know what
happened to Japan and in the Gulf of Mexico. Any com-
pany can be affected in such incidents and we have to
protect the environment.

“It is all part of building trust. It is our duty to prove
that leaks should not happen, but if they do happen, we
need to show that we have the capabilities to manage
them, to monitor them.

“In the end, we need to consider that, with the new
technologies, it is still a risk — an acceptable risk — but
we are developing new reserves.”

De Margerie pointed out that access to reserves was
access to energy. Almost four billion inhabitants out of
the world’s seven billion had no access to energy.

“What can we do about this? Well, we need to change
the way we think. We need to change the fact that, okay,
we are oil and gas companies, but, at the same time, we
are energy companies.

“We cannot say that solar is no good, that wind is no
good. But, at the same time, we have to say that fossil
energy will remain the priority for many years.

“So the best way is to prove that you also share the
responsibility of having access to new energies, but to
doitin a way that is considered to be acceptable.

De Margerie said it was a fact that oil and gas were
the best sources of energy. “But we will only be accepted
and trusted if we at least prove that we spend time and
effort to see what else can be done.

“So letus doitand letus doitin a way thatis shared
with our partners, especially the NOCs. This is one of the
keys to the success of a long-term partnership.”

De Margerie explained that part of the success of a
company like Total and others was to develop activities
in a country where “we just don’t do something as a ser-
vice company, butwe play arole as a long-term investor.”

Concerning Total’s initiative to produce and provide
solar lamps for different parts of the world, he said the



Michael Lynch

plan to have one million lamps available for five million
people by 2015 may be a smallnumber, butitwas a huge
initiative and the people receiving the lamps were very
happy and were asking for more.

“They trust us — that is acceptability — and it shows
that we can do something in difficult parts of the world
where our technology can be used in a simple manner.
In the end, with small streams you are building large riv-
ers,” he concluded.

Following on from the previous speaker,

President of Strategic Energy and Economic Research
Incorporated, told the panel that it would be good if the
energy impoverished in the world were able one day to
afford commercial energy.

He stated that many people talked about ‘new energy’,
but in his opinion, the world needed more than just new
energy, or good energy — “we need to think about effi-
ciency, and not just energy efficiency, which is good, but
economic efficiency, which is paramount.”

Looking back, he said, everybody in the late 1970s
and early 1980s, except for a handful of academics,
thought that oil production was close to a peak — that
prices could only go up and that demand was never going
to be affected by price, etc.

“Essentially, everybody was completely wrong, not
just about the politics and technology, but about the
economics.”

Lynch observed that, nowadays, people saw the floor

“Oil is finite, but money is infinite. You can print

all the money you want. It is not a question of

finite or infinite, it is not a question of recent

short-term costs — there is still lots of oil and there

is a potentialfor costs to come down.”

— Michael Lynch

price for oil at about $80 a barrel. The same group a few years ear-
lier said the ceiling was $30/b.

“The lesson here is that forecasting is very hard and one should
be tolerant of mistakes to a certain point and also be open-minded
and skeptical.”

Lynch noted that costs had also gone up and most of these
costs seemed to be cyclical. Costs were flat for years and they only
started to rise about five years ago.

“This does not suggest that we suddenly went into deep water,
or suddenly went into high-cost projects, but that the higher activ-
ity rate, plus the higher import costs, drove prices up and the cost
for the upstream sector,” he maintained.

Overtheyears, said Lynch, the economics had notreally changed
that much. Oil was finite, but money was infinite. “You can print all
the money you want. It is not a question of finite or infinite, it is not
a question of recent short-term costs — there is still lots of oil and
there is a potential for costs to come down.”

He pointed out that electric cars were an extremely expensive
way to reduce automobile emissions by one-third.

“It is not that they are just toys for boys; they are bad toys for
rich boys. It is bizarre that we have billions of people who do not
have decent heating fuel and we are giving Hollywood movie stars
$10,000 so that they can buy an electric vehicle. | just cannot sup-
port that kind of thing.”

Lynch stated that, fortransportation, oil products were still by far
the best way to go in terms of economic efficiency, which included
environmental efficiency. And with energy poverty, he said the peo-
ple who used biomass for cooking fuel caused all sorts of health
problems, beyond the deforestation problem.

“People would be much better off, the environment would be
better off if they had access to propane and kerosene. Natural gas
is much cleaner than coal for power and it is also cheap.

“It is the economically efficient solution in places like China
and India and elsewhere if the price is right.”

Lynch said thatwhen one looked at supply forecasting, the typi-
cal forecast was that past recent trends would continue.
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“Buttrends change sometimes and we are starting to
see a boom in Iraqi production and, depending on what
demand for OPEC oil is, this could cause problems in the
longer run.”

Lynch said there was also a lot of oil in Brazil and
there was a lot of oil offshore West Africa and East Africa,
while shale was becoming very important.

“There is a lot of shale oil and gas and | think we will
see shale gas production in Central and Eastern Europe,
places like Poland and Ukraine and China, and this is
going to put a lot of pressure on internationally traded
gas,” he maintained.

Lynch observed that people had found shale oil in a
lot of places and it seemed that development costs now
were at about $60/b.

“Shaleis notcheap —itis a moderate cost. Itis more
expensive than Middle Eastern oil and gas, for example,
but it is cheaper than conventional gas in the US.

“So, itis relatively cheap and it can be done cleanly,
butitdoestake a lot of time and effort. | thinkin the longer
term that is going to be a major portion of our supply.

“The questionis, whatwillthatdo to the market? Well,
that depends in part on demand. We are in a period of
recession and we do not know where the demand growth
is actually going to end up.

“Ifyouweretoaskthe average American energy econo-
mistwhatthe price effectisondemand, youwould getthree
differentanswers — so we do not know where itis going.”

Lynch maintained that with high crude prices, it was
hard to believe that demand would grow very robustly.

“Whenwe had high pricesinthe pastwe had a strong
collapsein demand for OPEC oil. Butwhen prices dropped,
we saw a boom in demand for OPEC oil.

“Lately, it has been more flat and there is a concern
thatmaybe it may decline again. This suggeststo methata
price of $100/b forBrent crude is possibly unsustainable.

“So what is going to happen? Do we go to economic
efficiency? | think this is going to be a bit like the 1980s.
We will see prices come down to maybe $50-60/b.

“And the enthusiasm for clean technology will tend
to diminish as we see things like solar and electric cars
go back to the research and development stage, with
subsidies being removed.

“Ithinkthiswillbe bad forsome peopleintheindustry
andvery expensive projects will be generallyabandoned.
Otherwise you will see pressure on the upstream sector
and the drilling rig companies will see their costs forced
down, and the rig rates forced down.”

Lynch said he thought LNG trade was a big con-
cern because the production of gasin most places was
cheap, but its transportation and liquefaction were
expensive.

“I'think LNG trade is close to a peak and you are most
probably going to have to have much lower prices just to
keep that going. The good news is that if prices are lower,
demand should recover.

“It would be nice if the energy impoverished would
then be able to afford commercial energy and we would
see a great expansion of that. In that sense, the oilindus-
try has a great future,” he concluded.

The final presentation of the OPEC Seminar was made by
winner of the 2012 OPEC Award
for Research.

In comments regarding his extensive experience in
the international oil industry, and appreciation of OPEC,
he told the panel that he had started working in interna-
tional oil and gas matters at a very early stage, first as a
student in Paris, and then studying petroleum.

“In my view, OPEC has been so successful and so
necessary. If it had not been created by the producers,
the consumers would have had to do something,” he
professed.

He noted that in 1973, the United States took the
initiative to create the IEA as a counter organization to
OPEC. “The idea was to keep the import price of oil low.”

In stressing that OPEC was still a very important ele-
ment in the world economy, Noreng said that oil was the
most important traded commodity in the world.

“This means that the price of oil still influences trade
balances andinflation rates and quite a few otherthings,
including employment figures,” he maintained.

He stated that oil, because of its versatility, com-
peted against practically all forms of energy. “Therefore,
the price of oil is the mother of all energy prices. That is
still the case.”

Noreng observed that when the price of oil went up,
otherthings became more affordable, more economical.
Butwhenthe price of oilwent down, otherthings became
less affordable.

“Then you have OPEC, which is the mother of the oil
price, but not entirely. OPEC is more of a stabilizer than
anything else.”

Looking at investment, Noreng said that what inves-
tors needed, whether they invested in energy efficiency,



Prof Oysten Noreng

“In my view, OPEC has been so
successful and so necessary. If it had
not been created by the producers,
the consumers would have had to do

something.”

— Prof Oysten Noreng

orin oil, gas, or other new energy sources, was predict-
ability and stability.

“Volatility is very harmful to the investment climate.
Thisisthe big service that OPEC has done forthe world in
bringing about some kind of stability. Itis not perfect, but
better than what would otherwise have been the case.”

Looking back, said Noreng, of course the consuming
world was shocked that the price of oil could quadruple
in a few monthsin 1973.

Butthe existence of OPEC facilitated investment deci-
sions in Alaska, the North Sea, natural gas, in coal, in
nuclear, without which the consuming countries would
have been worse off some years later.

“So we should thank OPEC for that,” he affirmed.

“Then we had the very high oil prices in the 1980s.
The price of oil hit $40 per barrel for a short time in the
early 1980s. In real terms the price was almost as high
as it had been in recent times.

“OPEC did not manage stabilization at that time. You
cannot police demand. And at that time demand fell. In
1984-85 Kuwait and Saudi Arabia were producing less oil
than Norway and the United Kingdom.

“Thiswas an absurd situation. High-cost marginal producers had
a larger market share than the low-cost key producers. Of course,
this could not last.”

Noreng stated that this meant you could not police a market.
OPEC was not triggering or manipulating the market, it was a stabi-
lizer. The price of oil had to go down, he said.

“After 1985, we had a period of almost two decades when, in
real terms, oil prices declined. There was a surplus of energy in the
world. In the 1990s, when oil prices were still low, OPEC was strug-
gling and there was little investment.

“Then, because of an unexpected rise in demand, and because
of the sluggish investment, oil prices rose.”

Noreng said thatin 2003, OPEC had a price band of $22-28/b.
“The market did not believe in it. In June 2003, you could buy a for-
ward cargo of oil to be delivered in 2010 for $20-21/b. Only the
year after, did prices rise to $45/b and they went on and on.

“That was not OPEC’s fault,” maintained Noreng. “The
Organization was just following the market. To many, there was
great concern.”

He stated that, in this way, “we can see that there are forces
other than OPEC — the financial markets, political events, wars etc
— which really triggered the major price rises.

“Then OPEC tries to stabilize prices to the benefit of the con-
sumers as well,” he pointed out.

Concerning the current challenges, Noreng observed that when
prices went up far higher than the cost of production, something
happened.

“In its competition with other energy sources, conventional
oil has a disadvantage when it is highly priced. For the pro-
ducers it can be beneficial, but we should know that we may be
headed for a long period where supplies could increase more
than demand. And we know what that will mean for prices,”
he affirmed.

Noreng said there were other transitions to consider. Partly
because of unconventional oil and partly because of more efficient
use of energy, North America was about to become fairly self-suffi-
cientin oil.

“Not entirely, but in Canada, Mexico and the US, the total of
these three may notbeimportingvery much oil five to ten years from
now. That will mean that international oil trade and intra-regional
oil trade, increasingly, will be centered on China.

“And this will mean that the US will be marginalized in oil trade.
China will be central.”

Noreng pointed out that China’s policy was to conduct an ever
larger share of its foreign trade in its own currency.

“What we need now in this transition is cooperation and under-
standing. In this respect, | would like to pay tribute to OPEC for
arranging this Seminar,” he concluded. HH
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OPEC Seminar proved to be “absorbing

and educational”

b the 5" OPEC

ere made by
Director of the
Division, and
g Committee.
b the fact that
al” event had

0 take a fresh

jes facing the

“We shallallgo away from this Seminarwith key messages
fromthe event, which has been attended byaround 700 del-
egates,” DrHasan M Qabazard said in his closing remarks.

“These messages may vary among us, according to
our role in this dynamic, exciting industry. But | am sure
that many of you will agree with those we have identified
here in OPEC,” he added.

Qabazard said the messages comprised the following:

e There will be steady energy growth to satisfy the needs
of an increasing world population, projected to reach
nine billion people by 2050. Most ofthe demand growth
will come from the developing world, with China and
India being the present front-runners.

— Qabazard

e All forms of energy have a role to play in meeting this

demand growth, and it is a global responsibility that
should be shared by all energy-operators.

Yet energy poverty remains one of the key challenges
facingthe global energy community, with many people
having no access to modern energy services. | should
mention here that the OPEC Fund for International
Development has made energy poverty eradication
one of its top priorities.

Fossil fuels will continue to satisfy the major share of
energy needs for decades to come. QOil will remain the
number one source, with a growing share for natural
gas.



Energy resources are abundant, and advancing tech-
nology is central to delivering the new volumes, while
improving environmental standards. Heavy stress
should be placed onimprovingefficiencythroughoutthe
industry.

Sound investment strategies are vital, bearing in
mind the long life-times of manyinstallations. These
strategies, in turn, rely on maximum clarity, consist-
ency and predictability about future market trends.
Also, there is no single, optimal energy profile that
fits all countries.

When making long-term investments, one should look
beyond the present-day problems of uncertain demand
and shortages of funds. The long-term outlook for energy
demand remains bullish and should provide the guiding
light.

There are three potential game-changers: shale gas
and oil; alternative transportation technologies; and
the development of LNG markets.

The emerging ‘shale revolution’ has already given North
America a new self-sufficiencyin gas and this may also
become true for oil in the next decade.

While oil and gas consumption are moving East, oil
and gas production are moving West.

With regard to capacity expansion and investment, pres-
entations on three OPEC Member Countries reminded us
how differentthe challenges can be for different countries.

The financialization of oil as an asset class has given
risetoa hugeincrease in speculative activity and price
volatility overthe past decade. Financial markets need
better transparency, regulation, accountability and
oversight.

The critical role of technology in protecting the envi-
ronment is widely recognised. While energy efficiency
is a cost-effective strategy, clean energy technologies
are also important in reducing carbon emissions.

e Carbon capture and storage is an accepted proven
technology, with already increasing industrial-scale
projects. There are also CCS enhanced oil recovery
applications with proven commercial value.

e The issue of human resources must be better
addressed, to attract more young people to the indus-
try to replace highly experienced, retiring generations.

Collaboration in the industry, especially among I0Cs
and NOCs, is important for sharing expertise, master-
ing technology and managing the skilled manpower
requirements. Enhanced energy dialogue among all
major stakeholders is key to this.

Qabazard concluded by saying that no event like the
Seminar was complete without thanking all those who
made it happen. And this has been underthe overall direc-
tion of OPEC Secretary General, Abdalla Salem El-Badri.

He said thanks were due to OPEC’s host country,
the Federal Republic of Austria and the City of Vienna,
as well as the Austrian President, Dr Heinz Fischer, for
his opening message; the distinguished chairpersons
and speakers in each session; the moderators, John
Defterios and Eithne Treanor; IBC Consultants, who had
played a major role in the Seminar’s organization; the
specialist committees — namely, the Seminar Scientific
Committee, the Seminar Organizing Committee and the
Seminar Steering Committee — set up in the Secretariat
as driving forces for the event over the past three years;
and the many staff members who had been involved in
their own significant ways during this period.

“Their combined efforts have ensured the event’s
smooth operation here in the magnificent Hofburg Palace.
We thank all of them,” he said.

Qabazard pointed out that the 5" OPEC International
Seminar did not end there.

“In a sense, it is only just beginning. It is now up to
all of us to think carefully about what we have heard here
overthe pasttwo days, as we return to our places of work.

“If this, with the passage of time, helps the indus-
try perform a little better than it would otherwise have
done, then the Seminar has clearly been a success,” he
affirmed. i
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OPEC honours winners of 2012

No OPEC Seminar would be complete without the cus-
tomary gala dinner, at which the Organization hosts and
pays tribute to the event’s high-level delegates, speak-
ers and guests.

The contribution to the success ofthe Seminar by the
event’s top-caliber speakers — ranging from ministers
from OPEC and non-OPEC Countries to heads of inter-
national oil companies and organizations — was made
clearby OPEC Conference Presidentand Iragi Oil Minister,
Abdul-Kareem Luaibi Bahedh, when he thanked everyone
in attendance in his welcoming remarks to the dinner.

Held inthe main festivities hall ofthe grand ‘Rathaus’
City Hall of Vienna, the seat of the Mayor of Vienna and
the City Council, the dinner provides the perfect setting
and opportunity for delegates to chat about the Seminar,
its theme and topics, as well as the issues of the day.

And with so much going onintheinternationalenergy
scene, with the new challenges facingthe industryand the
advent of numerous technological and structuralinnova-
tions, there is always a great deal to talk about.

But the gala dinner is not only about relaxation and
informal discussion — it is also recognizes excellence. It
isthetime when OPEC honours outstanding achievement
with the presentation of two Awards — The OPEC Award
for Research and the OPEC Award for Journalism.

This year, the OPEC Award for Research was pre-
sented to Prof @ystein Noreng of the Bl Norwegian
Business School, while the Award for Journalism went
to a group of newsmen — Bloomberg’s OPEC news team.

The presentation of the two Awards was made by the
OPEC Conference President, togetherwith OPEC Secretary
General, Abdalla Salem El-Badri.

Prof @ystein Noreng receiving his Research Award from Abdul-Kareem Luaibi Bahedh (c), OPEC Conference President and Iraqi Oil Minister;
and Abdalla Salem El-Badri (r), OPEC Secretary General.



The OPEC Research Award, the fourth in the series,
was presented to Noreng in recognition of his life-long
academic work in the field of energy economics and
petroleum.

Similarly, the Journalism Award forwas given in recog-
nition of the hard work, detailed reporting, political acu-
men and understanding of economics of the Bloomberg
OPEC news journalists. Established in 2004, the OPEC
Award for Research honours analysts and researchers
who have devoted their careers to the objective study,
balanced analysis and understanding of the energy sector.

The OPEC Award for Journalism was established in
2009 to recognize journalists whose career has been
devoted to the balanced and objective reporting of energy
and petroleum and who have contributed to improving
the public’s understanding of the industry. HH

The 5% OPEC International Seminar proved to be a
resounding success, and, as attested to by the Chairman
ofthe event’s Steering Committee, DrHasan M Qabazard,
Director of the Organization’s Research Division, partici-
pants would take away a number of key messages with
them concerningthe “dynamic and exciting” global petro-
leum industry.

Butthe gatheringwould not have been possible with-
out the support of the various sponsors, who, through
their generous contributions, continue to make the
Seminar one of the leading industry events of its kind.

OPEC Member Countries played their part in this
regard. Even before the Seminarbegan, theirsupportwas
in evidence with the pre-Seminar Buffet Dinner, held at
Vienna’s Intercontinental Hotel, being sponsored by the
Kuwait Petroleum Corporation (KPC).
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Saudi Aramco

The OPEC Award for Journalism went to Bloomberg’s OPEC news team.

Then, during the proceedings, lunch on the first day was paid for by Saudi
Aramco, while, on the second day, the Angolan Ministry of Petroleum sponsored
the lunch.

In between, a glittering Gala Dinner, held at Vienna City hall, was sponsored by
the Iraqi Ministry of Oil.

But OPEC Member Country support did not end there.

The Seminar’s coffee breaks were paid for by Qatar Petroleum, while the impres-
sive stage set was sponsored by Venezuela’s national oil company, PDVSA.

In addition, the provision of a convenient Internet Café at the meeting venue, the
Hofburg Palace, was supported by Libya’s Oil and Gas Ministry, while the Seminar’s
abundantdocumentation was paid for by Algeria’s national oil company, Sonatrach.

And all the beautiful flower arrangements seen at the Palace were sponsored by
the Ministry of Non-Renewable Natural Resources of Ecuador, which is famous
for its roses.

Allthis support combines to ensure thatthe OPEC International Seminarremains

at the pinnacle of international energy fora for years to come. 4
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1. Samir Salem Kamal, Governor for OPEC, Libya.

2. (I-r) Félix Manuel Ferreira, Governor for OPEC, Angola; Dr Bernard
Mommer, Governor for OPEC, Venezuela; and Yasser M Mufti, Governor
for OPEC, Saudi Arabia.

3. (I-r) Eng Diego Armijos-Hidalgo, Governor for OPEC and National
Representative, Ecuador; Eng Goni Musa Sheikh, Governor for OPEC,
Nigeria; Issa Shahin Al Ghanim, Governor for OPEC, Qatar, Chairman
of the OPEC Board of Governors; and Seyed Mohammad Ali Khatibi
Tabatabai, Governor for OPEC, Iran.

4. Ali Obaid Al Yabhouni, Governor for OPEC, United Arab Emirates (UAE).

5. Siham Abdulrazzak Razzougi (), Governor for OPEC, Kuwait; and Dr
Falah | Alamri, Governor for OPEC, Iraq.

6. Austrian President, Dr Heinz Fischer (second r), with Abdalla
Salem El-Badri (1), OPEC Secretary General; Ambassador Helmut
Freudenschuss, Diplomatic Advisor to the Federal President; and
Abdullah Al-Shameri (r), Head, Office of the Secretary General.




7. (I-r) HRH Prince Abdulaziz Bin Salman, Assistant Minister
of Petroleum and Mineral Resources, Saudi Arabia; Dr
Rilwanu Lukman, former Minister of Petroleum Resources,
Nigeria, and former OPEC Secretary General; Natiq Aliyev,
Azerbaijan’s Industry and Energy Minister; Hani Abdulaziz
Hussain, Minister of Oil, Kuwait, and Alternate Conference
President; and Abdurahman Benyezza, Libya’s Oil and Gas
Minister.

8. OPEC’s management - (I-r) Oswaldo Tapia, Head, Energy
Studies Department; Dr Hojatollah Ghanimi Fard, Head,
Petroleum Studies Department; Asma Muttawa, General
Legal Counsel; Fuad Al-Zayer, (then) Head, Data Services
Department; Dr Hasan M Qabazard, Director, Research
Division; and Alejandro Rodriguez Rivas, Head, Finance and
Human Resources Department, in charge of Administration
and IT Services Department. Not shown are Angela Ulunma
Agoawike, Head, PR & Information Department; and
Abdullah Al-Shameri, Head, Office of the Secretary General.
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1. OPEC Secretary General, Abdalla
Salem El-Badri (1), fielding questions
from CNN’s Emerging Markets Editor,
and Seminar moderator, John Defterios,
and other media representatives.

2. Saudi Arabian Minister of Petroleum
and Mineral Resources, Ali | Naimi (1),
and Qatar’s Minister of Energy and
Industry, Mohammed Bin Saleh Al-Sada,
seen at the lunch on the first day of the
Seminar, which was sponsored by Saudi
Aramco.

3. Kuwait’s Minister of Oil, and
Alternate OPEC Conference President,
Hani Abdulaziz Hussain (r), with OPEC
Secretary General, Abdalla Salem
El-Badri at the pre-Seminar buffer
dinner, sponsored by the Kuwait
Petroleum Corporation (KPC).




4. OPEC officials — Angela Agoawike (sixth
right), Head, PR and Information Department,
and Lisa Feix (fourth r), Administrative
Coordinator; with Monique Quant (fifth r),
Seminar Project Manager for IBC, the event’s
co-organizer; with members of her team.

5. Participants were able to get acquainted
and chat informally during the Seminar’s
coffee breaks, which were sponsored by Qatar
Petroleum.

6. Participants enjoying the buffet dinner held
at Vienna’s Intercontinental Hotel on the eve of
the Seminar.

7. Venezuelan Minister of Popular Power of
Petroleum and Mining, Rafael Ramirez (1),
watches technicians as they ensure that audio
visual equipment used at the Seminar is
running smoothly.

8. Angola’s exhibition stand at the Seminar
arranged by the country’s national oil
company, Sonangol, which also sponsored the
lunch on the second day of the Seminar.

9. Students from various regions of the world
were also invited to attend the Seminar.
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OPEC Seminar confirmed

as leading oil industry event

Jose Maria Botelho de Vasconcelos
Minister of Petroleum
Angola

Asked about the significance of the OPEC Seminar, Jose
Maria Botelho de Vasconcelos, Angola’s Minister of
Petroleum, said he thought it was very important for all
involved in the petroleum sector.

Through this event we can hear views from all par-
ties, including ministers from the producing and con-
suming countries. | think the OPEC Seminar is very
successful.

He said that in the Panel Discussion that he chaired,
the debate had goneverywell. The theme of the talks had
been cooperation and progress in the petroleum indus-
try and the panelists had discussed the optimum level
of crude oil prices.

‘l think the conclusion was that they could be
pushed a little bit towards the $100/barrel mark,” he
affirmed.

Regarding oil price volatility, the Minister said that
this was because of some phenomena in the oil market
that they could not control.

“We have the problems with geopolitics, the prob-
lems in the OECD countries with the financial crisis — all
of this contributes to the market volatility.”

Vasconcelos said that, in this regard, itwas important
for OPEC at its Conference to send a signal to the market
that it was working hard to maintain oil price stability
around a fair price.

Asked aboutAngola’s domestic oil developments, he
said that last year the country had offered 11 blocks in
a pre-salt bidding round, which represented a big chal-
lenge for Angola.

The Minister said it was important for Angola to make
new discoveries to bolster its petroleum reserves.

“The national oil company is working with its part-
ners to find more oil. We are also looking to establish a
refinery so that we refine some of the crude that we are
producing,” he added.

Jose MaridlBotelho de Vascohcelos

Hani Abdulaziz Hussain

Minister of Oil

Kuwait

Alternate President of the OPEC Conference

Concerning the relationship between the international
oil companies (I0Cs) and the national oil companies
(NOCs), Hani Abdulaziz Hussain, Kuwait’s Oil Minister,
and Alternate President ofthe OPEC Conference, said that,
nowadays, onetended towant collaboration between the
producing countries and the 10Cs to be able to optimize
one’s operations.

Thiswas especially the case with fields in the produc-
ing countries that had matured, or when one was explor-
ing for oil and gas in fields that were difficult to produce
from.



The following brief interviews were conducted by the OPEC Secretariat’s Webcast
team with selected officials who attended the 5th OPEC International Seminar on

June 13-14 and the 161 Meeting of the OPEC Conference on June 14.

“In a way, that is for the benefit of both parties,” he
said.

Regardingthe effectiveness of modern technologyand
particularly enhanced oil recovery methods, the Minister
said a major part of the production was not just new dis-
coveries, but also going into ageing oil fields where it
was more difficult to produce the oil, and where the role
of new technology was really very important.

“Just as in other parts of the world, we in Kuwait are
finding thatitis possible to produce oil and gas that was
not producable before, in collaboration with firms that
have the necessary technology,” he explained.

Hussain pointed out that Kuwait was very short of
gas supplies and “we need gas increasingly for both the
petrochemicalindustry, but more importantly to produce
power.

“We have a young and expanding population and
we have an increasing need for power generation and
we need gas for that.”

Kuwait, he said, was currently importing gas from
outside the country, but Shell was helping the country
with an enhanced technical services agreement in try-
ing to produce non-associated gas from fields in the
northern part of the country. That project was progress-
ing satisfactorily.

Concerning the current oil market situation, the
Minister pointed out that instability and volatility were
not good for either the producers, or the consumers.

“What is a relevant fact is that oil will remain a major
contributor to the energy scene for the next 50 years, or
even longer. What we would like to see is stability that
does not hurt both parties — the consumers and the pro-
ducers,” he affirmed.

“Unfortunately, not only speculation, but also the
economic situation, as well as geopolitical considera-
tions, are increasingly giving rise to this volatility which
we hope we can reduce in the future,” he added.

Eng Abdurahman Benyezza
Minister of Oil and Gas
Libya

Questioned about the impressive progress Libya had
made since its domestic upheaval in bringing its oil pro-
duction back on stream so quickly, Eng Abdurahman
Benyezza, Libya’s Minister of Oil and Gas, said all the
credit in this regard had to go to the people in the field
with their enthusiasm in overcoming the challenges.

“As in the past, we have faced the challenges and
all our people have shown a great effort in providing the
current production levels we are seeing,” he affirmed.

He said that, at the moment, maintaining current oil
production levels was the big challenge.

And as regards exploration, with the country
settling down after lastyear’s problems, “we have to look
forward and try to explore further the 40 per cent open
space in Libya.”

The Minister stated that the potential was there so
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Eng Abdurahman Benyezza

within maybe ayeartheywould need to study and launch
a new bidding round for exploration.

“We are having many international oil companies
knocking on our door right now as they see that we are
ready to go. Worldwide, | feel there is a good intention to
invest in Libya. So hopefully we will not have a problem
in having partners in Libya.”

Benyezza said two big areas of investment would be
in infrastructure and the downstream petroleum sector.
Overall, rebuilding the entire country would be an invest-
ment in itself, in addition to the oil and gas.

He said that one very important subject for Libya
going forward would be petrochemicals because this
would minimize the level of money they were providing
to support gasoline and other petrochemicals.

“We hope newjob opportunities will be created which,
in turn, will have a spillover effect on the whole country.
This is the aim of having the petrochemical projects up
and running,” he observed.

The Minister stressed that the oil sector was particu-
larly important because it was the only sector that was
creating money for the economy.

“So ourdutyis to make sure that the country benefits
from this income and invests it properly and encourages
foreign investors to minimize the exposure of their capi-
tal investments,” he stated.

Diezani Alison-Madueke
Minister of Petroleum Resources
Nigeria

Asked about Nigeria’s domestic developments, Diezani
Alison-Madueke, the country’s Minister of Petroleum
Resources, said the technical committee looking into
the government’s petroleum industry restructuring — the
Petroleum Industry Bill (PIB) —was now beingwrapped up.

“We have takeninto consideration the most pertinent
sections of the bill, particularly those that deal with the
fiscal regimes as they concern the deep and ultra-deep
offshore activities, butalso asit concerns domestic gas,”
she explained.

The Minister said that, veryimportantly, they had also
looked at the commercialization and unbundling of the
Nigerian National Petroleum Corporation (NNPC), “giv-
ing it the structure that we hope will make it into a world
class, first-rate oil company, with a national oil company
derivative that will function along the lines of the private
sector and give us full value for our money.”

She continued: “What we are hoping for, of course,
is that the national oil company that will emerge, which
is now the Nigerian Petroleum Development Company
(NPDC), will go from strength to strength.”

Mrs Alison-Madueke pointed out that the petroleum
blocs they had already assigned to the NPDCwould actu-
ally increase in terms of acreage and production.

“Ithas gone from about 35,000 barrels/dayto around
100,000 b/d in a period of just 12 months. We expect
that, over the next three years, we will top 250,000 b/d
and by then the NPDC should have become the national
oil company that we desire,” she affirmed.

The Minister stressed thatthere was no question that
there were good investment opportunities in Nigeria, in
terms of the medium to long term, in which the country
was expectinginvestmentin deep offshore and ultra-deep
offshore. “These will be majorinvestment interests and
that is one of the reasons we are very aggressive and
bullish on getting the industry bill passed through the
President to the National Assembly and promulgation
into law,” she observed.

Beyond that, said Mrs Alison-Madueke, the country
was working very hard on the gas side of things. Nigeria
had over 187 trillion cubic feet in proven gas deposits —
with a potential of 600tr cu ft of reserves — “so we are
expecting that with the gas master plan being promul-
gated into law, we will become a gas-exporting country,
as opposed to just crude.




Diezani Alison-Madueke

“That, in itself, presents so many opportunities for
interested investors, both upstream and the midstream,
and in the gas service sector.”

The Ministermaintained thatthe one areathat Nigeria
needed to grow capacity in was human resources.

“We would like to get to a stage where we have cre-
ated such an enabling environment that it is a natural
recourse for our engineers around the globe to return
home, just as we hope that our professionals in other
sectors of the economy would do the same,” she said.

Butatthe sametime, she noted, the Nigerian Content
Act, which was promulgated into law two years ago, had
vastly opened the downstream sector to Nigerian indig-
enous companies and service providers.

“Ithas grown them tremendously. So across the spec-
trum, it has opened up vast potential for the fabrication
of pipe mills, plants and some of the components that
are utilized in actual production activities within Nigeria.

“We give first consideration to Nigerian marketers and
service providers, without, of course, turning away our
foreign partners, who we expect will join their Nigerian
partners in these efforts,” she added.

Mrs Alison-Madueke said the county had actually
recorded a lot of firsts in this area over the last two years.
“We are very pleased with the progress we have made.”

Turning to refining, she said that, at the moment,
Nigeria’s three refineries were entering a phase of main-

tenance. “We expect to get them up to 90 per cent capac-
ity utilization by the end of 2013.

“By the end of 2012, the first refinery should be up
and running to 90 per cent capacity utilization and by
the end of next year, we expect the vast quantum of our
petroleum products will be refined in the country to a
certain extent.

“I think, allin all, we are working very aggressively to
ensure that across the entire spectrum of the petroleum
sector within the country we are creating value.

“Over the next three years, the adequate returns of
investment will create jobs and employment opportuni-
ties, particularly in the gas sector where we are commer-
cializing our gas resources and creating an industrializa-
tion revolution in gas.

“We are putting in place fertilizer, petrochemical,
and ethanol plants, central processing facilities and LPG
logistical distribution points to ensure thatwe actually do
create the quantum of jobs — over one million — when
thisis allin place for the Nigerian quality,” she added.

Rafael Ramirez

Minister of Popular Power of Petroleum and
Mining

Venezuela

Rafael Ramirez
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Regardingthe key challenges being discussed atthe OPEC
Seminar, Rafael Ramirez, Venezuela’s Minister of Popular
Power of Petroleum and Mining, said the gatheringwas a
very important place for discussion and to hear the opin-
ions ofthe challenges facing the international oil market.

He stated that Venezuela had introduced some key
points that were permanent in theirimpact and, “for the
firsttime we are supporting one of our principles whereby
a country as a producer of oil has the right to administer
the production of its own resources.”

Continued Ramirez: “We are asking for others to
respect our position. In that sense, we are asking, for
example, the European Union how we are going to talk
about relations between producers and consumers,
when the EU is imposing sanctions against one of our
Member Countries — Iran — which is a big producer of
oil.”

He maintained that this unilateral action by the EU
was against the free market and against transparency of
the market.

Also speakingonVenezuela’s experience, the Minister
stated that before the present government, the authori-
ties had imposed policies in order to create certain eco-
nomic conditions in the country.

“Butthose conditions forthe international oil compa-
nies have to recognize that the Venezuelan people need
enough income to have sustainability in the long term,”
he affirmed.

Concerning Venezuela’s oil production, Ramirez said
the country was adhering to OPEC’s agreed output allo-
cations with output of three million barrels/day.

“We are now concentrating on developing our Orinoco
extra-heavy oilreserves. We are looking to have a produc-
tion capacityof4mb/d by 2014 and by 2018 thisamount
will rise to 6m b/d,” he added.

Abdalla Salem El-Badri

Secretary General
OPEC

Questioned about OPEC’s decision to maintain total crude
oil production of the Organization at 30 million barrels/
day, Abdalla Salem El-Badri, OPEC Secretary General,
stressed thatthe move was the bestdecision the Ministers
could have made at this particular time.

“Everyone accepted that we are currently produc-
ing 1.6m b/d over and above the 30m b/d level that we
agreed at our last Conference in December 2011.

Abdalla Salem El-Badri

“And those that are producing the extra oil agreed
that they would cut production to the 30m b/d total,” he
explained.

El-Badri agreed thatwith allthe uncertainty surround-
ing the oil market at the present time, it was a good deci-
sion to make by the Organization.

Asked for his impressions about the OPEC Seminar,
the OPEC Secretary General replied: “The 4th OPEC
International Seminarin 2009 was very successful — the
latest Seminarwas extremely successful. | am very proud
of that fact.”

Dr Hasan M Qabazard

Director, Research Division
OPEC

Asked how important the OPEC Seminar was for the
Organization, DrHasan M Qabazzard, Director of OPEC’s
Research Division, said it was a very important event.

“We spend about three years preparing for this, com-
municating with potential speakers and there are a lot of
details to iron out. We are very happy that many minis-
ters have answered our call, in addition to international
organizations, and the chief executive officers of national
oil companies (NOCs) and international oil companies
(10Cs),” he said.



“All in all, we are very happy with the attendance
and the speaker list. Also the themes of the different
sessions areveryimportantand timely, especially today,
with whatis going on with the economic situation around
the world.

“We talk about the oil market, which is a very important
part of the world economy and there is a lot going on there
in supply and demand and how that is affecting the econ-
omies of different countries. We also have other themes,
which are also timely, like the environment,” he stated.

Qabazard said thatin the Seminar’s speaker list they
tried to have a good composition, a balanced composi-
tion between developed and developing countries, pro-
ducers, consumers, non-OPEC and OPEC officials — “so
that there is a certain balance in the list of speakers that
we see in each session.”

He stated: “I think this Seminar is one of the big
events in the oil industry and oil market, where we have
the important OPEC producers expressing their views
about the market and where it is going.

“We also hearfrom the consumers and non-OPEC pro-
ducers, the I0Cs — they come here and they talk about
their companies, their technologies and how they see
the oil market going forward.

Dr Hasan M Qabazard

“We are talking about different time horizons, the
short, medium and long-term, so the Seminar is a very
important and timely event for the oil industry and we
are enjoying it very much,” he added.

Concerningthe oil market, Qabazard pointed out that
oil prices touched everybody, the man in the street, the
CEO, ministers — so it was a timely issue and there was
a lot of debate.

“Not everyone agrees on the same concept, if it
(the oil price) affects economies, or if it does not affect
economies.

“All in all, | think the discussions are timely and
very important, especially at this time in the oil market
and the world economy, where economies are trying to
get out of recession. This also includes poverty and we
have talked about poverty eradication and energy for
the poor.

“There is a wide variety of subjects of importance to
the world at large,” he maintained.

Abdul-Hussain Bin Ali Mirza

Minister of Energy
Bahrain

Questioned about how important it was for OPEC and
non-OPEC producers to work together, Abdul-Hussain Bin
Ali Mirza, Bahrain’s Minister of Energy, said it was very
important because there were many non-OPEC produc-
ers that also had large production, for example, Egypt,
Oman and Mexico.

“These are large producers and they have chosen
not to seek OPEC membership. Bahrain is not a large
producer, but we have a long history of oil because the
first oil discovery was in Bahrain 80 years ago.

“We like to feel in Bahrain that we have a great role
to play in the oil industry, from that small beginning in
1932 the whole region was discovered, in respect of its
oil and gas reserves.

“So, for us, what decisions OPEC makes have a great
impact on our activities. But, at the same time, we are
members in other areas, for example we are part of the
Organization of Arab Petroleum Exporting Countries
(OAPEC) along with ten Arab countries, six of which are
in OPEC.

“We arealsoamemberofthe Gulf Cooperation Council
(GCCO) and we are a member of the International Energy
Forum (IEF), so that we can unite our stand and our deci-
sions with the other OPEC Members to make sure that
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Abdul-Hussain Bin Ali Mirza

ourinterests as a small producer are also protected,” he
stated.

Concerning Bahrain’s oil production, he said the
80-year-old Bahraini field where production first started
had seen declining output, so the country had asked
international oil companies (I0Cs) to partnerwith Bahrain
in using enhanced oil recovery technology to boost its
performance.

“We have since stopped the decline and production
has actually started going up. It has increased by 50 per
centinone-and-a-halfyears, whichistremendous,” Mirza
revealed.

“We also have a shared offshore field with Saudi
Arabia which produces 300,000 b/d and we get 50 per
cent of that, which is 150,000 b/d.

“However, what we pride ourselves in is that the
political leadership has developed the Bahraini Human
Resources programme, which is now seen as the main
capital of the country.

“You see Bahrainis at every conference, they contrib-
ute in many things and in this way we feel the real wealth
of Bahrain. This is what we can contribute — the skilled
manpower, the skilled knowledge — to other parts of the
world,” he maintained.

“For us in Bahrain, the skilled manpower is unique.
Bahrain was not only the first country to discover oil, but
it was also the first country to diversify from oil.

“Today, we have one of the most important financial
centres in the world. The Bahrain Financial Centre is well
known everywhere and this is made up of hundreds of
banks. All of these banks are attractingyoung employees
and they pay much higherthan we do in the oil industry.

“So we have lost lots of people. But what we are try-
ingtodonowisto attractthese people back by using new
technology and telling them that the oilindustry will stay
much longer than they thought,” he observed.

Mirza pointed out that technology definitely played a
keyroleinallthe newoiland gas developments, in energy
conservation, in renewable energy and in enhanced oil
recovery with old fields.

“We were, in fact, the first to use enhanced oil recov-
ery, but now even the countries with lots of oil are using
this technique and that can only happen through the
application of new technology.

“We are fortunate in Bahrain that the environment
the political leadership has created allows I0Cs to come
and operate in the country and transfer technology to
Bahrainis. So we are now using modern technology on a
widerscale in Bahrainanditis helping usin every aspect
of our lives,” he concluded.

Jaipal Sudini Reddy

Minister of Petroleum
India




Asked about the effect high oil prices had on a develop-
ing country such as India, Jaipal Sudini Reddy, India’s
Minister of Petroleum, pointed out that high prices not
only did not work for the country, they were actually hurt-
ing the economic growth rate.

“Today, in my Seminar presentation, | cited facts and fig-
ures to show how this is perhaps the most important reason
why growth rates have come down suddenlyin India,” he said.

The Minister said that the second problem was that
while India was buying crude oil at the higher rate, “we are
unableto passthatontothe consumers who are very poor.”

He pointed outthatas a consequence of being an eco-
nomic problem, it was becoming a political problem too.

“We do not mind that the producers gain from higher
prices, but the present rise in prices is benefitting finan-
cial intermediaries. There is a need to put some reason-
able curbs on speculation in activity in the oil markets,”
he professed.

Reddy asserted that in the producing countries and the
major consuming nations, like India and China, “we should
allbe able to gettogetherand exert enough pressure on the
international system. We are not getting our act together.”

He said that, in fact in India, they were not worried
about a declining growth rate because the population of
the middle classes continued to grow.

“Their hunger for consumption goods is insatiable.
It is not a demand problem, it is a supply problem,” he
observed.

The Minister posed the question that if the supply of
oil was that much more costly, who could bear it?

“Governments cannot bearit beyond a certain point.
If you are importing oil worth $90 billion and passing on
a subsidy of $30bn to the consumers, how do we run the
economy in the short run?”

Reddy said he was not talking about the long term,
“where a huge country can absorb the shocks. | am talk-
ing about in the meantime, in three to five years — then
it becomes very painful and impossible to handle.”

Aldo Flores-Quiroga
Secretary General
International Energy Forum (IEF)

Questioned about the role of the Forum and the impor-
tance of producer/consumer dialogue, Aldo Flores-
Quiroga, Secretary General of the IEF, said that so many
issues raised by the OPEC Seminar that were relevant
to sustainability, poverty, oil market stability, were all

Aldo Flores-Quiroga

important topics that figured in the range of conversa-
tion held at the IEF.

“And | see that we have to do much more in respect
to the type of information that has to be generated to get
a very fruitful dialogue,” he maintained.

He said that in the two days of the OPEC Seminar,
“we heard a lot about what the international oil compa-
nies (I0Cs) and the national oil companies (NOCs) can
do together.

“We at the IEF have an I0OC-NOC forum which we see
more as a dialogue, as a place for the exchange of infor-
mation and ideas, as to maybe find those partnerships
that can help address some of the challenges that have
beenoutlined here, eventhose thatare linked with energy
poverty.

“We need energy companiesto develop oil resources,
butalso to be much more committed to the communities
in which they work,” he professed.

Flores-Quiroga revealed that, at the IEF, they already
had an energy poverty symposium and hoped to be hold-
ing a meeting next year.

“Also, in the IOC-NOC forum, we are also looking at
this situation. The IOC-NOC forum, to be held in February
next year in India, will hopefully make advances in this
area because definitely energy poverty is one of the main
items on the agenda and high on the list of interests to
ministers who participate in the IEF.”
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Concerning the Joint Organizations Data Initiative
(ODI), the IEFhead said he thought itwas growing stronger
every day.

“More people are usingitand we are getting very good
reviews about what it means and its usefulness overall
for the energy market. We still have work to do, and, as |
have been saying, we are bringing together information
from so many sources and with so many methodologies.

“But we are going to get there and we will be doing
the same with natural gas markets,” he added.

Giinther Oettinger
Commissioner for Energy
European Union

Looking at the current oil market situation, Giinther
Oettinger, the EU’s Commissioner for Energy, said the
industry needed to have the best cooperation and col-
laboration among its market players.

He maintained that both the producers and the con-
sumers needed mid-term and long-term planning secu-
rity and clarity.

“This is from the supply side — the producers of the
oil — and from the demand side — the consumers and
customers.”

Oettinger maintained that getting a good estimation
of the long-term outlook for the EU oil market was key to
assessing all the investments required, from the produc-
tion side to pipelines and storage capacity.

“For the future, we need a smart energy mix and a
smart credit sheet with more and more renewables and
additional gas,” he said.

“We will also need oil for some decades, mainly for
transport, for planes, for ships, for trucks, for busses and
we need more efficiency. We are so dependentonimports
and we need to be more efficient.”

Oettinger said that being more energy efficient was
key to the EU’s strategy — not to so much depend on
imported oil and to have investment for lower prices in
the next decades.

Asked about the EU-OPEC Energy Dialogue, he said
the EU was very happy with the dialogue, which is held
every year, either in Vienna or Brussels.

“We are looking at a clearand common outlook as to
what will happen in the markets in the next years and |
am happy that OPEC Member Countries are quite flexible
in their ability to produce oil volumes and so we have a
really functioning and fair relationship,” he added.

Peter Voser
Chief Executive Officer
Royal Dutch Shell

Regarding the role of carbon capture and storage (CCS)
in the oil industry, Peter Voser, Chief Executive Officer of
Royal Dutch Shell, said he thought it was a key mitiga-
tion technology for the longer term to help combat cli-
mate change.

Itwas part of Shell’s four-key alternative energy drive.
“We are very close to taking a final investment decision
on the first very big demonstration project in Canada,
linked to the company’s oil sands project.”

Voserpointed out thatthe one stumbling blockin the
CCSiinitiative was that there was no agreement between
the developing and developed countries.

“We at Shell have taken a decision that we must
move on. We will do some of these demonstration pro-
jects because we believe in the longer-term success of
CCS and we use it in all our projects with a carbon price
of $40/tonne, just to reflect the potential future,” he
disclosed.



Asked about the relationship between the interna-
tional oil companies (10Cs) and the national oil compa-
nies (NOCs), Voser said he no longer made a distinction
between 10Cs and NOCs.

“We are eitherall IOCs orwe are all energy companies
at the end of the day. We work globally and | think if we
join forces we can actually deliver a better energy system
in the long term for the world and | think that should be
our objective,” he maintained.

Regarding crude oil prices, Voser said the current
volatility was a short-term issue and would not impact
Shell’s strategy.

The company’s projects were overa 20-30 year time
horizon and “thatiswhatwe are looking at. The short-term
volatility is something we manage in the short term with
regards to cash flow, but not for investment decisions in
our strategy,” he added.

Peter Voser

Wang Dongjin
Vice President
China National Petroleum Corporation (CNPC)

Concerning the domestic economy and oil demand
growth in China, Wang Dongjin, Vice President of the
China National Petroleum Corporation (CNPC), said that

Wang Dongjin

Chinese economic development had actually been very
successful over the past 30 years.

Average GDP had been around eight per cent each
year, but in fiscal 2012, due to the global financial crisis
andthe European debt problems, Chinese economic dev-
elopment was a little lower than before, he explained.

“But generally speaking, it is still a good growth level
— around eight per cent this year — and if the global eco-
nomic situation improves, maybe we will see a higher
GDP figure in China in the future,” he affirmed.

Wang maintained that Chinese energy growth was
facing two challenges.

“Thefirstis the ever-increasing domestic energy con-
sumption,” he stated.

China, he informed, had a population of over 1.3 bil-
lion and, with its GDP expanding by about eight per cent
ayear, it meant that by 2030, domestic oil consumption
would reach 700 million tonnes/year, of which 200-250m
would come from domestic production.

“So another 450-500m t will have to be imported.
That is a big challenge,” he stated.

The second challenge, continued Wang, was the
energy consumption structure of the country.

“Right now, energy consumption is very heavy on
coal. Coal consumption stands at 69 per cent of our total
energy consumption and natural gas accounts for 22 per
cent, while alternatives occupy nine per cent.
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“So we have to think how we can increase natu-
ral gas consumption. This is our policy. We are trying
to do our best to overcome these two challenges,” he
added.

Christophe de Margerie
Chief Executive Officer
Total

Asked to commenton the currentlevel of crude oil prices,
Christophe de Margerie, Chief Executive Officer of Total,
said they had seen in recent weeks the price of crude
declining sharply from $125/b to below $100/b.

“Is this a signal that we might go lower? he asked.
“Yes, we might go lower. But if we do go lower, the ques-
tion will be then, how much can we afford to invest, if the
prices are too low?”

""'-.'?l
Christophe de Mq(geh',

This kind of development, he said, would have an
impact on the future — it would mean less investment.

“I think what is important for the consumer is a sta-
ble price — not too high, but stable. If we go lower, prices
at the pump will be less, which is good news and which
might be important for the economic recovery.

“But then we are likely to have higher prices in the
future because we have people with no access to energy,
who want access to energy, which, in turn, will create the
demand. We will then have to be concerned about avail-
ability, the geopolitics, security and acceptability.

“So, all of these things need to be taken into consid-
eration. Today, the price of oil, in my opinion, will not go
very much lower and it could go higher. But let us try and
make it stable,” he stated.

De Margerie maintained that they needed to send a
signal that stability was important, as was the recovery
of the economy.

“But this should not be at the expense of not per-
mitting additional resources to be developed to cover
the needs especially of the emerging countries and the
poor people,” he stressed.

Speaking about Total’s activities, de Margerie dis-
closed thatthe firm’s budget for thisyearwas $24 billion.

“This is a huge amount of money and it is good news
for Total, it is good news for our shareholders and it is
good news for the consumers.

“It means we are preparing for their future, we are
preparing for what is needed to cover demand.

“We at Total and at other companies must face our
responsibilities to investin cleaner, acceptable, efficient
resourcesthatrespectthe environment. Itis not easy, but
it is our role and we will do it,” he asserted.

Lars H Thunell

Executive Vice President and Chief Executive
Officer

International Finance Corporation (IFC)

Questioned aboutthe higherlevelof crude oil prices seen
recently, Lars HThunell, Executive Vice Presidentand Chief
Executive Officer ofthe International Finance Corporation
(IFC), said it was always the poor people that were being
hurt by high oil prices, or the high price of food that was
correlated to the oil price.

“But, having said that, high oil prices are also creat-
ing opportunities for investment. We have seen a lot of
oil exploration in Africa, for example, where many new
finds have been discovered.

“The question, of course, going forward, is how do
we make sure thatthese (oil discoveries) benefitthe peo-
ple in the countries concerned, that there is a fair distri-
bution of the revenues coming out and that companies
get a chance to sell their products to the projects and in



general that they feel that it is something good for them
and not as some people say a curse.”

Thunellmaintained thatthiswas one of the challenges
going forward and that was where “we at the World Bank
see ourselves working very hard.”

He said thatthere was a lot of best practice, especially
on how to manage the revenues, in having the extractive
transparency initiative, which was launched by the World
Bank, and talk about total transparency.

Thunell said that when it came to the income and
revenues from these industries, how did one actually
create the linkages with the small and medium-sized
enterprises?

“It is also about how you manage sovereign wealth
funds as you start these projects, as most countries have
some type of stability fund,” he observed.

Then, he added, itwas a case of having the best prac-
tice and thinking long term, that it was not only a quick
bonanza, “but something with which you are building a
country effectively.”

Concerning the IFC’s work with the OPEC Fund for
International Development (OFID), Thunell noted that if

the Corporation could often worktogetherand be partners
with institutions like OFID, “they have their relationships
andtheirknowledge and we have ourglobal knowledge —
we can combine these and get much stronger together.”

Michael Suess
Chief Executive Officer
Siemens

Regarding the global growth forecast for energy demand,
Michael Suess, Chief Executive Officer of Siemens,
pointed out his company in its operations was not look-
ing at the world over the next few quarters or half a year.

“We must look at the next five, ten or 15 years
and there is one message that is clear — whatever we
do in energy efficiency will save resources for future
generations.

“And that is the essence. There are huge oppor-
tunities out there and we have seen, especially in the

Michael Suess

oil-producing world, that there are still technologies
being used that have just 25 per cent efficiency,” he
observed.
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“We can easily double that efficiency,” he maintained.

Suess said that if one worked on a project for over
three years, the costs were so high and nobody could
bypass that fact.

“But we have to look at it from an economic point of
view because, inthe end, itis allabout money. We should
not waste money and my company can provide the tech-
nical solution proven all over the world,” he affirmed.

Suess pointed outthat Siemens worked in 190 coun-
tries, “so we can really take the best out of everything to
fitin with the right portfolio and the right demands of our
customers.”

Michael Lynch

President

Strategic Energy and Economic Research
Incorporated (SEER)

Asked to comment about the human resources side of
the energy sector, Michael Lynch, President of Strategic
Energy and Economic Research Incorporated (SEER),
said human resources were a very important aspect of
the petroleum industry.

“As in any industry, it is absolutely crucial to focus
on your people first and then move on to the technology
andthe otheraspects ofthe operations,” he maintained.

Lynch noted that part of the problem with their poten-
tialshortage of humanresourcesinthe energy sectorwas
that the industry had a boom and bust cycle and there
were people who would advise you not to enter such an
industry because you ran the risk of “being fired three
times in 20 years.”

He continued: “Right now, we are in a boom and the
shortage of people is quite tight. Butwhenyou talk about
highly skilled people, yes, it is a big problem to worry
about.”

Lynch said the fearwas perhaps thatif oil prices came
down andyou got cutbacks, people would move into other
industries and it would be harder to bring them back.

“The other problem is you push salaries up and up
and that raises your overall costs,” he explained.

Asked aboutthe state of the current oil market, Lynch
said he considered that the fundamentals were more
important in the long term.

“In the short term, because of the recession and the
economic weakness, combined with a strong oil supply,
| think we are going to have to see some reductions in
supply to keep inventories from building to such a high
level that prices come down.

“Inthat case, I thinkwe will see relatively stable prices
for the next few months,” he asserted.




Lynch said the bigger question, partly, was that, long
term, they were going to see robust supply from places
other than the big producers such as the United States,
countries like Colombia and Oman — the smaller produc-
ers that had been performing pretty well lately.

“Can that continue? There is also the question about
Iragi production, they have a target,” he added.

Prof @ystein Noreng
Bl Norwegian Business
OPEC Research Award winner

Questioned about the changes taking place in the global
energy sector, Prof @ystein Noreng of Bl Norwegian
Business and the winner of the 2012 OPEC Award for
Research, said that shale oil and shale gas were today’s
industry game-changers in many ways.

It also meant the world was getting more resources
and one could forget about the peak oil theory.

“Together with conventional oil, there are many
resources out there. In addition the high prices we
have seen have contributed to these developments
and it means that we will have volume growth,” he
maintained.

“In my view, we will see a lot of volume coming
onstream, both conventional and non-conventional oil,
and we could also see that the consumers will become
more economical in the use of their oil and you will have
a certain transition away from oil,” he forecast.

“Therefore, we could have a weak market in the next
few years,” he added.

Noreng said the other thing he had witnessed in the
sector was the restructuring of oil trade. North America
was becoming self-sufficient. By contrast, China was grow-
ing quickly and much of the international oil trade would
be fuelling China’s imports, firstly from the Middle East,
but also from Africa and also from Brazil.

“| see some very important repercussions from this.
China may conduct more and more of its trade in its own

currency and that would marginalize the use of the US

dollar,” he observed.

Looking at the general situation, Noreng said there
was no longer the big divide between the developed and
the developingworld, because the developing world was
becoming quite developed.

“Some of the countries you cannot call developing
anymore,” he asserted.

He said looking at the oil sector, for example, when
he started working in the oil business in the late 1960s,
the industry was Anglo-Saxon with the ‘seven sisters’,
five of which were American.

“Today, Petrochinais the world’s largest oil company
and the oilindustry is far, far less western. This is normal
in the world we live in today,” he added. HH
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What they thought of the OPEC Seminar ...

The 5" OPEC International Seminar meant different things to different
people, even though its central message was clear. Below is a selection
of comments from the Seminar’s guest speakers, made in their
respective presentations.

Wilson Pastor-Morris, Minister of Non-Renewable Natural Resources, Ecuador
“I am very pleased to be part of such an important event as the 5" OPEC International Seminar.”

Rostam Ghasemi, Minister of Petroleum, Iran

“The Seminar, which creates the opportunity whereby the opinions and the viewpoints of
participants can be listened to, prepares the ground for an exchange of views on major
economic and energy topics. It will enhance our awareness on energy-related energies and
it will pave the way for a clearer understanding of future global energy trends, stability and
sustainable development.”

Abdul-Kareem Luaibi Bahedh, President of the OPEC Conference, Minister of Qil, Iraq
Speaking on his behalf — Dr Falah | Alamri, Iragi Governor for OPEC

“l would like to reiterate my deep appreciation to all the relevant authorities for the excellent
organization of this Seminar.”

Abdurahman Benyezza, Minister of Oil & Gas, Libya

“It gives me great pleasure to be part of this gathering here today and to address such an
eminent audience.”

Diezani Alison-Madueke, Minister of Petroleum Resources, Nigeria

“Given this current state of the global economy, I don’t think there could have been a better
time to hold this Seminar.”

Mohammed Bin Saleh Al-Sada, Minister of Energy & Industry, Qatar

“It is a great honour and pleasure to be here with you at the 5" OPEC International Seminar.
I hope this prestigious event will augment and steer a fruitful exchange of views among its
industry leaders and political decision-makers.”

Ali I Naimi, Minister of Petroleum & Mineral Resources, Saudi Arabia

“The OPEC Seminar continues improving and is becoming one of the major international
events of today’s energy market.”



Rafael Ramirez, Minister of Popular Power of Petroleum & Mining, Venezuela

“It is a great honour for me to be able to represent my country in this important event which
brings together the most qualified spokespersons of the various actors involved in the
international petroleum sector.”

Abdalla Salem El-Badri, Secretary General, OPEC

“On behalf of the OPEC Secretariat, | would like to welcome you to the 5" OPEC International
Seminar. It gives me great pleasure to see lots of familiar faces, as well as so many new ones.
I hope you all enjoy the event.”

Giinther Oettinger, Commissioner for Energy, European Union (EU)

“The Seminar brings together such a significant group of government and private sector
representatives, on topics that are central to the future of energy.”

Michael Suess, Member of the Managing Board, Siemens AG
“It is really a pleasure for me to represent my company in this distinguished environment.”

Wang Dongjin, Vice President, China National Petroleum Corporation (CNPC)

“I would like to thank the organizer of this event, OPEC, for inviting the China National
Petroleum Corporation. | am honoured to attend the Seminar as a representative of a oil
company from a consuming country.”

Lars H Thunell, Executive Vice President and CEO, International Finance Corporation (IFC)

“It is a great honour for me to be here at your meeting, representing the International Finance
Corporation and the World Bank.”

Gerhard Roiss, CEO OMV AG

“A special welcome to you here in Vienna — my hometown. It is a special honour for me to
have you here.”

Brad Page, CEO, Global Carbon Capture & Storage Institute (GCCSI)
“It is indeed a pleasure and an honour to participate in this Seminar today.”

Urban Rusndk, Secretary General, Energy Charter Secretariat

“l am indeed pleased and very honoured to have the opportunity to address you here today at
this 5" OPEC International Seminar.”

Alan Crain, Senior Vice President, Baker Hughes %
“It is a great honour for Baker Hughes to participate in the 5% OPEC International Seminar and »3';
itis a unique personal pleasure for me to be here to speak to you today.” HH 3
¥
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EU-OPEC Dialogue scores success

hen the suggestion to establish an energy dialogue
between the European Union (EU) and OPEC was made
backin 2004, some- skeptics gave it little chance of any
real success.

Individually, countries from both groupings had been
engaged in successful business dealings and trade rela-
tions for many years, but no formal dialogue had ever

of global energy markets

In enhancing understanding

The flags flying outside the EU headquarters in Brussels, which hosted the 9" Ministerial Meeting of the EU-OPEC Energy Dialogue.

by Jerry Haylins

existed between the two intergovernmental bodies, and
certainly not at such a high ministerial level.

So, understandably, feelings backthen forsomething
‘official’ to be setup within the respective mandates of the
EUand OPECSecretariats were, to say the least, tentative.

In fact, with the divide between the oil-producing and
consuming organizations appearing too great to bridge




P g™

ez ¥

followingyears of a sterile existence, one questioned just

what there would be to talk about in such a venture.
That was then — this is now. And, as happens so fre-

quently in the pioneering of global developments, the

detractors have been proved wrong.

Next year will already signal the 10" Ministerial
Meeting of the official EU-OPEC Energy Dialogue, an ini-
tiative thatis ever-evolving and which gains strength and

impetus with each passing year.

To say thatimpressive progress has been
made over the past seven years (the first
EU-OPEC Meetingwas held in Brusselsinjune
2005) would really be an understatement.

In truth, the Dialogue has turned out to
be a fine example of how two diverse groups
with seemingly opposing interests can come
together and form an alliance for the greater
good of all.

Producers and consumers of such a val-
uable and vital resource as petroleum will
always have theirown vested interests, yetin
the case of the EU and OPEC, they have come
torealizeinthis growinginterdependentworld
that confrontation helps no one — coopera-
tion and coordination are the way forward.

And it is working, as the ongoing discus-
sions and activities nurtured by these two
important world groupings is proving year
after year.

The latest parley — the 9™ Ministerial
Meeting — was held in Brussels, in June, at
the impressive headquarters of the EU. Each
year, the two sides take it in turns to host the

Left: Abdalla Salem El-Badri (1), OPEC
Secretary General, with Giinther Oettinger (r),
the EU’s Energy Commissioner.

annualtalks. The 10* Anniversary Meeting will
therefore be held in Vienna next summer. And
both sides have plenty to smile about.

The Energy Dialogue today is actively fur-
thering constructive and effective cooperation
on energy between the two groups of coun-
tries and is making a difference in serving to
enhance oiland energy market stability, bring-
ing benefits to the world as a whole.
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Through open and frank exchanges and collaboration
at both ministerial and technical levels, the two sides
have learned — and are continually learning — about
each other’s aims, objectives and aspirations.

The development of mutualties has allowed both the
EU and OPEC to better understand the current and future
energy challenges, from both producer and consumer
vantage points.

Through theirinteraction and jointactivities, theyare
identifying areas of common ground, discussing respec-
tive viewpoints on the most topical of issues, developing
areas of interest and expanding bilateral contacts across
various levels within the two organizations.

This has been achieved through a variety of means,
including annual ministerial meetings, reports and stud-

inception, over 50 years ago, the Organization has been
prominent in making repeated calls for dialogue and
cooperation between the oil-producing and consuming
countries.

Its Member Countries have always seen this approach
as representing the best means of securing oil market
stability, supply and demand equilibrium and fair and
reasonable prices.

They are also of the opinion that for any dialogue to
be effective, it must be structured, regular and held at
the highest policy-making level.

Thus, OPEC must have been delighted to read part
of the communique from that very first meeting with
the EU, which stated that “this important new initia-
tive is seen by the EU as a part of a broader approach

The OPEC team —
Abdalla Salem El-Badri
(third left), OPEC
Secretary General;

with (I-r)Nabeela
Abdulla Al-Mulla,
Kuwait’s Ambassador to
Belgium; Hani Abdulaziz
Hussain, Kuwait’s Oil
Minister and Alternate
President of the OPEC
Conference; Dr Hasan

M Qabazard, OPEC’s
Research Division
Director; Oswaldo
Tapia, Head of the
Organization’s Energy
Studies Department;
and Garry Brennand,
Senior Research Analyst
in the Energy Studies
Department.
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ies,and roundtables and workshops onvariousimportant
issues.

Over the years, this interaction has included discus-
sions and work in such important areas as the effects of
the global financial crisis on the oil sector, the impact of
financial markets on oil price volatility, energy policies,
biofuels and their impact on the refining sector, and
energy technologies, including the innovative carbon
capture and storage (CCS) process.

The move to set up the Energy Dialogue was actu-
ally made by the EU. The proposal for the dialogue was
aired at the International Energy Forum (IEF) Meeting in
Amsterdam in May 2004, but the first EU-OPEC Meeting
was held in June the following year.

It was a move warmly welcomed by OPEC. Since its

to strengthen energy dialogues with the main oil and
gas suppliers.”

The statement also pointed out that the Dialogue
was seen as a “natural extension of the warm relations
that have existed for decades in many areas of activity
involving members of the two Organizations.”

After all, it added, trade between the two groups
occurred in many sectors, with the countries involved
benefiting from the flow of goods and services.

OPEC, of course, has always been aware of the fact
that the EU energy market is the most integrated in the
world and increasingly dependent on imported energy. It
also represents a significant share of the Organization’s
petroleum exports, thus making the need for regular dia-
logue even more essential.



From the EU side — Giinther Oettinger (centre), EU Energy Commissioner; with (I-r) Marcus Lippold, Policy Officer in the External Relations Unit of
the EC’s Directorate General for Economic and Financial Affairs; Paula Abreu Marquees, Head of Unit, at the Directorate General for Economic and
Financial Affairs; Martin Lidegaard, President of the EU Energy Council and Denmark’s Minister for Climate and Energy; and Neoklis Sylikiotis,

Incoming President of the EU Energy Council and Minister for Commerce, Industry and Tourism of Cyprus.

So, OPEC always saw the move towards setting up
the Energy Dialogue as a natural extension of the exist-
ing relations between members of the two sides.

The EU, which has expanded considerably over the
yearsand hasvitallinksto otherregional blocks, is OPEC’s
main trading partner and, importantly, it is strongly felt
that interdependence has to go hand-in-hand with this.

Energy relationships

Trade between the two organizations exists on many
levels. Although OPEC is primarily seen as a supplier of
petroleum, its Member Countries — many of which are
expanding at a fast rate — also possess vertically inte-
grated industries in oil and gas and require many of the
goods and services produced within the EU.

Longstanding bilateral energy relationships have
prospered for decades, but, in recent years, ties have
moved more and more towards non-oil activities and
services, as OPEC Members strive to diversify their
economies.

Trade is, therefore, a two-way process and members
of both the EU and OPEC derive enormous benefit from
the growing level of imports and exports.

That is why effective dialogue has — and continues
to be —an important feature of relations between the EU
and OPEC.

Theregularcontacts, discussions and jointinitiatives
held under the umbrella of the Energy Dialogue have
established a clear framework for jointly tackling future

oil industry challenges in a coordinated manner, some-
thing that can only spell good news for the future of all
associated with the energy industry, especiallyin today’s
testing economic climate and associated uncertainty.

Today, the EUis having to dealwith a series of financial
and sovereign debt problems associated with the Euro-
zone that has resulted in the worst economic downturn
in decades. This, in turn, has affected oil demand which
continues to decline. It all makes the Energy Dialogue
ever more necessary.

Looking to the longer term, and hopefully the end of
the economic quagmire in Europe, both the EU and OPEC
realise that it is essential to lay the groundwork now for
ensuringan orderly supply of oilwellinto the 215t century,
when demand is forecast to continue rising, while issues
such as sustainable development and the environment
are gaining more prominence by the day.

In Brussels, the EU-OPEC ministerial talks were unani-
mous in their support for the initiative.

In welcoming the OPEC team, Giinther Oettinger, the
EU’s Energy Commissioner, praised the Dialogue for its
significant contribution to improving their joint under-
standing of the global oil markets.

Through cooperation and the engagement of sev-
eral topics influencing the oil markets, they had effec-
tively strengthened their sense of security of supply and
demand.

“Our cooperation has matured and we are starting to
take aninterestnotjustin traditional consumer-producer
issues. It has allowed us to start focusing also on the
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need for a broader energy base on technological devel-
opments in the field of energy, which have an impact on
energy demand and supply,” he asserted.

Oettinger pointed outthatthe ongoing EU-OPEC coop-
eration had alreadyyielded concrete results in many spe-
cific areas and topics of mutual interest.

“I am fully confident that this Dialogue can provide
furtherimpetus to masteringthe energy challenges ahead
of us. Itis aninitiative that will continue to develop in the
spirit of mutual trust and collaboration,” he stated.

In looking at the current oil market situation, the EU
Energy Commissioner said they were again meeting in
challenging times.

At last year's EU-OPEC Meeting in Vienna, he said,
they were faced with the problems of the Middle East
and North Africa (MENA) region and the challenges they
posed to some OPEC Member Countries.

“I'am fully confident that this Dialogue

can provide further impetus to

mastering the energy challenges
ahead of us. It is an initiative that will
continue to develop in the spirit of

mutual trust and collaboration’”

— Giinther Oettinger
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“Over the last year, we have been again faced by
several new challenges, not least the problems in the
Euro-zone countries and weak economic performances
in various regions of the world,” he affirmed.

Oettinger said that he was, however, pleased to
say that despite the difficult times, the stable relations
achieved by the Energy Dialogue had allowed both the
EU and OPEC to stay focused on fostering market stabil-
ity, inthe interests of producers and consumers alike and
to ensure sufficient energy supplies.

Concerning the oil market, he said that over the past
two months they had seen the price of oil coming down
fromitsrecent highs, maintaining more acceptable levels.

That was due in part, he said, to robust OPEC

production, “for which | would like to commend the
Organization.”

Therecentchallengesinthe Euro-zone and mounting
concernoveraslowdown in Chinese economic growth, as
well as rising global oil supplies, had also played a part
in the price decline, he explained.

Downside risks

Looking ahead to the rest of the year, Oettinger pointed
out that there were downside demand risks, but also
upstream potential. He considered that the markets
would remain volatile.

“So, we need to stay vigilant,” he stressed, adding
that OPEC’s decision at its June Conference in Vienna to
maintain its current production levels was “a well-advised
measure at a time when it is not clear how global eco-
nomic developments will evolve in the mid-term.”

Oettingersaid thatin this regard the EU-OPECDialogue
needed to factor into its joint analysis the latest trends
and developments in the international oil market, such
as the major shale oil and gas developments in North
America and Canada, the exploration and production
activity in Iraq and Libya and their effects on oil demand.

He professed that in the difficult times they were
experiencing they should resist the temptation of mak-
ing easy decisions that could prove dangerous in the mid
and longer term.

“Forinstance we should notfallinto the trap of reduc-
ing capital expenditure investments in needed infrastruc-
ture and research. This would mean supply bottlenecks
in the future when economic activity picks up again,” he
observed.

He noted that although the price of oil had come
down from its recent highs, it was still significantly high,
giventhe economic uncertainties they were facing, which
made economic recovery difficult in many countries.

“We also need to keep up our efforts to further
increase transparency in the oil and gas markets, via the
Joint Organizations Data Initiative (JODI), or other means,
in order to curb speculation,” he contended.

Broader energy base

Oettinger highlighted the need for creating a broader
energy base and acknowledged the vital role that tech-
nology and research could play in this regard.

He noted that the EU had embarked on such a
challenge — the Energy Road Map 2050 — which was



published last year. It contained an energy efficiency
directive and included other pieces of legislation that
were currently being discussed.

“Staying closely engaged with our partners in the
energy field will be key forthe success of our policy devel-
opments and their effectiveness. Cooperation on these
challenges will see a quicker success rate in developing
and employing needed technologies,” he maintained.

In order to do so, said the EU Commissioner, prag-
matic cooperation between universities or think-tanks
could be of benefit.

“I am very keen to include OPEC Members as major
stakeholders in these deliberations and | invite you to
join us in our efforts to assess the likely energy paths the
EU energy sector could follow. We need your expertise,
your analysis on EU markets up to 2030 and 2035 — the
next two or three decades, he told the OPEC team.

“This requires the consideration of not only the tech-
nical parameters of the EU’s future energy demand and
the future energy supplies from countries like OPEC’s. It
also requires serious discussions about our use of future
policy decisions in your, as well as our, member states,”
stated Oettinger.

“We should try to jointly assess the impact of major
events and policy changes on medium and long-term oil
demand.

“So, | would like to encourage you to use the meet-
ing today to see what is jointly needed to ensure that the
markets are adequately supplied in the immediate future
and mid-term and what is achievable by producers and
consumers to grow the energy base for the benefit of all
parties and identify the best projects to cooperate on.”

Oettinger said he saw the EU-OPEC Meeting as fur-
thering the enhancement of their mutual understanding
of producer-consumer needs and priorities and possi-
ble actions that could be taken by either side to ensure
sound market fundamentals and secondly to agree on
the initiative’s future joint action programme.

“l am looking forward to a frank exchange of views
on what can be done. | am confident that our close inter-
action at a political level today will bear fruit in the near
future,” he concluded.

Responding for OPEC, Hani Abdulaziz Hussain,
Alternative President of the OPEC Conference and
Kuwait’s Oil Minister, stressed that the holding of the
annual EU-OPEC ministerial meetings was a constant
reminder of the importance of the Energy Dialogue in
enhancingtheirunderstanding of each other’s concerns,
challenges and priorities.

In the past seven years since its establishment, he
noted, many important issues had been discussed at
the meetings, including the effect of energy policies on
investments, the future of biofuels, CCS, and the impact
of the financial sector on oil prices.

Deeper insights

“Through this forum, we have been able to learn from
each other and benefit from each other’s expertise. We
have also been able to establish joint studies, workshops
and roundtables to focus on specific topical areas and
gain deeper insights,” he affirmed.

Hussain, whowas makingthe openingaddressinthe
absence of OPEC Conference President, Abdul-Kareem
Luaibi Bahedh, Irag’s Minister of Qil, who was unable
to attend, pointed out that under the umbrella of the
Dialogue, the EU and OPEC had benefited in other areas.

“We have improved our channels of communica-
tion and we have all made valuable new contacts within
the global oil industry. Each of these is a real achieve-
ment that can help us now and in the future to achieve

“Through this forum, we have been able
to learn from each other and benefit from
each other’s expertise. We have also been
able to establish joint studies, workshops
and roundtables to focus on specific

topical areas and gain deeper insights.”

— Hani Abdulaziz Hussain

energy stability and security, to which we all aspire,” he
maintained.

Turning to the oil industry situation, the Kuwaiti
Minister said there were many challenges, particularly
with regard to the mixed signals they were receiving about
the state of the global economy.

He observed that uncertainty about the global econ-
omy lay behind much of the present oil price volatility.

“Of course, the debt crisis being faced by the
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Hani Abdulaziz Hussain,
Alternative President of the
OPEC Conference and Kuwait’s
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Euro-zone concerns us in OPEC. This is partly because of

the uncertainty that it is creating across the global econ-
omy and the impact that it can have on the oil market.
We hope, therefore, that there will be a solution soon to
the Euro-zone crisis.”

Asforcrude oil prices, Hussain stressed thatthe recent
high volatility had again been exaggerated by excessive
speculation in the global financial markets.

“This is an issue which participants in the EU-OPEC
Energy Dialogue have already studied at length. But it is
still a problem. And so we look forward to the strength-
ening of financial regulation and increasing oversight of
the paper markets by the end of this year,” he observed.

Regarding OPEC, Hussain stressed that the Organ-
ization had, as always, been ensuring adequate oil sup-
pliestothe marketsand not more so than since the begin-
ning of 2011, when many geopolitical factors posed a
threat to supplies.

This action, he said, had ensured that prices did not
escalate to levels that would put a further strain on the
global economy and the financial system.

At the 161t Meeting of the Conference in Vienna, he
added, the Ministers’ decision to adhere to their produc-
tion ceiling of 30 million barrels/day was in recognition
of the importance of ensuring oil market stability and
achieving a comfortable supply and demand balance.

“Intaking this decision, OPEC Member Countries reaf-
firmedtheirreadiness to respond swiftly to developments

that might place oil market stability in jeopardy,” he
pointed out.

Hussain explained that OPEC also recognized the
importance of maintaining oil prices at levels that would
encourage investment in additional capacity, thereby
ensuring long-term energy market stability.

OPEC remained true to its longstanding commit-
ment to market stability, in the interest of all parties, as
expressedinits Statute and later reaffirmed in its Summit
Declarations.

Hussain maintained that any discussion on energy
today had to address sustainable development and the
environment, issues that were of special significance.

“Our Energy Dialogue is a reflection of this compre-
hensive commitment to these key, interlinked, multilat-
eral objectives. Thus, we welcome the chance to discuss
leading energyissues ofthe day and the emerging trends
with our distinguished friends from the EU and we look
forwardto developingthe Dialogue even furtherattoday’s
meeting,” he concluded.

The need for cooperation was also stressed by
Martin Lidegaard, President of the EU Energy Council
and Denmark’s Minister for Climate and Energy.

“Only through cooperation can we deliver on our
energy challenges of today and tomorrow,” he told the
meeting.

He said a safe, secure, affordable and sustainable
energy supply was a necessary precondition for achiev-
ing sustainable economic growth and social welfare for
all nations’ citizens.

“Energy security is not only a concern, it is also an
opportunity to increase stability and cooperation among
nations,” he maintained.

Lidegaard pointed out that energy security was only
one of three pillars of energy policy. The other two — sus-
tainability and competitiveness — were both equally as
important to address, in collaboration with partners like
the EU.

He stressed that the EU was fully committed to con-
tinue expanding its dialogue with OPEC.

The EU was working hard to reduce its energy con-
sumption, increase energy efficiency, boost the share of
renewables in its supply mix and reduce its use of fossil
fuels.

“We believe in the need to grow a broad energy base
to ensure continuous access for our citizens to clean,
cheap and safe energy that meets future challenges and
demands,” he affirmed.

However, he noted that Europe was a stable buyer



“Only through cooperation
can we deliver on our
energy challenges of today
and tomorrow.”

— Martin Lindegaard

of OPEC petroleum and in, the foreseeable future, the
Organization’s oil and gas would continue to be a signifi-
cant and important part of the energy supply of the EU.

“Thisis asimportant to us as itis to you,” he told the
OPEC delegates. “In the broader context, we believe that
itisimportantto continue to maintain a balance between
global oil supply and demand at affordable prices which
are consistent with, and not in conflict with, long-term
economic growth.”

Lidegaard said that, unfortunately, the oiland energy
markets experienced significant price volatility. This, he
contended, sent mixed signals to participants and dis-
torted and delayed investment decisions.

“We need investments in production capacity and
these investments need to be adequate, based on trans-
parent and reliable information about market develop-
ments. Good quality data and forecasts of supply and
demand are essential,” he said.

Lidegaard said the EU shared these needs and was
consistent in its continuous work towards the region
becoming an integrated, mature and secure energy
market.

“It is a dynamic market and sharing our information
about market developments may reduce investment
uncertainty. We also share the need to identify and apply
global best practices in deep offshore exploration in our
areas. We propose to extend our cooperation to such off-
shore safety and environmental issues,” he informed.

Lidegaard stated that energy efficiency forthe EU was
not only an essential tool on the demand side, but also
an essential tool on the supply side.

“Improved efficiency of production and transport
capacity will benefit all of us. Governments and organi-
zations have the task of facilitating such cooperation,
but the real value arises in the extensive cooperation
between the industry and market participants from OPEC
and the EU.

Martin Lidegaard, President of the EU Energy Council and Denmark’s
Minister for Climate and Energy.

“I am sure that the needed political will is there to
utilize our resources to the benefit of both OPEC and the
EU and to expand our cooperation to cope with the new
challenges.

“Only then can we ensure safe, sustainable and
secure energy supply to the benefit of all and cope with
the challenges now and in the future,” he concluded.

Long-term challenges

Also praising the success of the Energy Dialogue, DrFalah
J Alamri, Iragi Governor for OPEC, maintained that, over
theyears, theinitiative had become an essential element
of the global producer-consumer dialogue.

“Through this process, the EU and OPEC have taken
great strides in creating a positive and constructive rela-
tionship,” he said, in speaking on behalf of the OPEC
Conference President

“It is important for this relationship to continue to
evolve, since many of the challenges and opportunities
that we face are of a long-term nature,” he affirmed.

“In fact, it is crucial that we continue to improve our
understanding of our energy past, present and possible
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“Thisisallgood news forlrag and the globaleconomy
as a whole,” he pointed out.

Alamri said the oilindustryin Iraq would require huge
investments and, in this regard, the country recognized

‘It is important for this

relationship to continue to evolve,

the continuing importance of international partners.
since many of the Challengeg and “We are determined to establish a conducive, attrac-
o tive and secure environment for foreign investments in
opportunities that we face are

the energy sector, as well as in other areas,” he stated.
Alamri said they faced many challenges going forward,

EU-OPEC Meeting

of a long-term nature.”

— Dr Falah J Alamri
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future, from both the producer and consumer perspec-
tives, as well as from the viewpoints of national oil com-
panies and international oil companies.”

Alamri said this common understanding was particu-
larlyimportantfora countrylike Iraqg asit sought to rebuild
its economy, revitalise domestic markets and expand its
industrial base.

“Our growing relationship with those who help us
develop our natural resources, as well as those who con-
sumethem, isan essential elementinthe ongoing devel-
opment of my country’s energy industry,” he observed.

Alamri said that since Irag began the process of
rebuilding its energy industries, the country had wit-
nessed the participation of many international energy
companies, alongside Iraqi firms.

“These partnerships have been crucialin helping the
country rejuvenate and modernise its infrastructure.”

He said that in this context, Irag welcomed “the
big step forward” that was taken with the signing of
the EU-Iraq Partnership and Cooperation Agreement in
Brussels in December last year.

“In addition to its obvious material benefits, this
important agreement highlights the faith and optimism
shown by the EU in our ability to expand and develop our
energy sectorand economy. This is very important at this
critical time,” he stated.

Alamri disclosed that Iraq currently possessed over
143 billion barrels of proven crude oil reserves, the fourth-
largest in the world, and had the potential to remain one
of the world’s leading producers and exporters of crude
oil for decades to come.

Moreover, much of this oil was easy to access and
produce. There were also many parts of Iraq that still
needed to be fully explored.

but by continuing such dialogue as the EU-OPECinitiative
intoday’s world of growing energy interdependence, “we
can face them more effectively together.”

He maintained thatthe EU-OPEC Dialogue would con-
tinue to be essential. It had evolved into a strong plat-
form for cooperation between the two organizations and
had become an important process that could “help us
achieve the one goal that | know we all support — mar-
ket stability.”

Also speaking at the Brussels meeting were Neoklis
Sylikiotis, Incoming President of the EU Energy Council
and Minister for Commerce, Industry and Tourism of
Cyprus, and Abdalla Salem El-Badri, OPEC Secretary
General.

Sylikiotis pointed out that EU-OPEC cooperation was
extremely valuable, particularly as current oil industry
and economic issues were very complex as a result of
the global financial crisis.

It was, he said, gratifying to see the EU and OPEC
continuing to work together in such a demanding time.

“Now, more than ever, itis increasingly important to
achieve our goals,” he maintained, adding that it was
essential to focus on achieving an energy balance.

Increasing oil demand

The EU and OPEC were fully aware of the goals involved.
Both needed a stable marketand stable supplies, so “we
need to work on this — our cooperation will continue to
seek a stable and balanced market.”

The world, said Sylikiotis, would continue to need
crude oil in the future, so therefore it was important to
have reliable sources of petroleum.

“There will be increasing demand for oil so it is very
important that we factor this into our deliberations,” he
affirmed.

Sylikiotis pointed out that two-thirds of future oil sup-
ply to the EU and the world would be sourced from OPEC
Member Countries, butin securing these supplies, it was
important to protect the environment.



In the oil markets, he affirmed, there was a need for
balanced productivity, but without unregulated specu-
lation. Transparency, exchange of information and more
investigation and research were also required.

Sylikiotis maintained that the role of future coop-
eration should involve industry and supply and storage
issues, such as CCS. The role of biofuels also needed to
be considered.

“The EU and OPEC are working together on a com-
mon basis over common concerns, such as the future of
oil trade, production and supply,” he added.

El-Badri, in his address (see full report on page 132),
highlighted the importance of a stable price, for both
producers and consumers — one that was conducive for
global economic growth and, at the same time, allowed
producers to invest to meet future demand.

He emphasized that low oil prices could break the
momentum of investment in the oilindustry and in other
forms of energy too. This then had a knock-on impact on
future additional supply.

El-Badrireiterated OPEC’s commitmentto supporting
market stability in making sure consumers had secure
and stable supplies, but emphasized the importance of
understanding the other side of the equation — security
of demand.

The Brussels meeting also received a number oftech-
nical presentations and reports.

During the first session — on the market outlook —
which looked at oil market developments, energy poli-
ciesandthelong-term outlook, Fabrizio Barbaso, Deputy
Director General for Energy at the European Community
(EC), provided an overview of the latest set of policies
recently adopted by the Commission, with a particular
emphasis on the internal energy market and the Energy
Roadmap 2050.

He spoke of the need to move towards a broader
energy base by 2050 and stressed the important role oil
and gas would continue to play in that context, giving
energy demand projections for the EU, specifically oil
demand, up to 2050.

Recent oil market developments and prospects were
the subject of a report delivered to the meeting by Dr
Hasan M Qabazard, Director of OPEC’s Research Division.

He outlined the various uncertainties facing the oil
market, including the debt burden and high unemploy-
ment that still existed around the global economic recov-
ery, showing the varying effects across regions.

Qabazard pointed to the fact that the slowdown in
a number of economies had become more visible with a

“‘Now, more than ever, it is

Increasingly important to achieve our
goals. There will be increasing demand
for oil so it is very important that we

factor this into our deliberations.”

— Neoklis Sylikiotis

notable deceleration through declining trade activityand
financial instability.

He forecast that global oil demand would witness
steady growth, driven mainly by contributions from major
developing countries, although policies aimed at alter-
native fuels, efficiency and higher taxes were viewed as
a significant demand risk.

On the supply side, he highlighted that the physical
market continued to be supported by adequate growth
in the major producing regions, as well as appropriate
stock levels.

Additionally, said Qabazard, OPEC spare capacity
remained effective in reducing market pressures.

Meanwhile, Rainer Wichern, of the EC’s Directorate
General for Economic and Financial Affairs, gave the
meeting an overview of the recent economic and finan-
cial developments in the EU and Euro-zone area, based
on the spring 2012 EC Commission economic forecasts
that were adopted in May.

The key issues addressed were tensions in global
sovereign debt markets and high oil prices, both of
which were said to contribute to a loss of confidence
towards the end of 2011 and the EU’s subsequent out-
put contraction.

Advancements in the EU institutional framework to
counter those developments were equally covered.

OPEC closed the meeting’s first session with an
assessment of the long-term oil outlook. Presented by
Oswaldo Tapia, Head of the Organization’s Energy Studies
Department, the report underlined that oil would remain
the leading fuel type in satisfying the world’s growing
energy needs for the foreseeable future.

In making it clear that current petroleum resources
were clearly sufficient, he pointed out that OPEC was
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investing in accordance with perceived demand for its
crude.

Nevertheless, he added, great uncertainties re-
mained, including the path ofthe global economic recov-
eryand policy announcements that, he said, offered con-
fusing signals to investors, industry costs, technology and
human resources.

The importance of sharing information and data
covering all time frames was emphasized, as were the

-

historical, current and possible future demand and sup-
ply scenarios.

Also reiterated were the benefits of continued par-
ticipation in JODI, especially as the programme moved
into more transparent data for gas.

The meeting’s second session focused on the con-
clusions of a recent joint study, as well as proposals for,
and the status of, future joint activities.

A report presented by Garry Brennand, Senior
Research Analystin OPEC’s Energy Studies Department,
underscored the final conclusions of a study on techno-
logical advances in the road transportation sector.

The study covered conventional technologies, alter-
native technologies and fuels, possible bottlenecks,
potential drivers, such as legislative requirements and
consumer preferences, and expectations for alternatives
penetrating both the lightand heavy duty vehicle markets.

The report also looked at how the impact of these
technology advances could translate into changes in oil
demand, aswellas the potential differences between the
big economic blocks and regions.

Details of currentand planned future joint activities of
the Energy Dialogue were given by Marcus Lippold, Policy
Officer in the External Relations Unit, and Paula Abreu
Marquees, Head of Unit, both of the EC’s Directorate
General for Economic and Financial Affairs.

These comprised an international roundtable on off-
shore safety in oil and gas exploration and production
activities, to be held in November 2012; a study assess-
ing potentialhuman resource demand bottlenecksin the

Hani Abdulaziz Hussain

1), Kuwait’s Oil Minister,
and Giinther Oettinger, the
EU’s Energy Commissioner,
discuss matters over lunch
at EU Headquarters.

petroleum sectorand aroundtable, to be convenedinthe
first half of 2013; and a study on energy efficiency and
its potentialimpact on demand, a report on which would
be submitted to the 10™ EU-OPEC Ministerial Meeting,
scheduled to be held in Vienna, in June 2013.

Market monitoring

Acommuniqueissued atthe end of the Brussels meeting
stressed that participants had recognized the very chal-
lenging economic developments in many regions of the
world, with knock-on implications for the global energy
sector and some oil-producing regions.

“All this continues to have a profound impact on
the Member Countries of both parties to the Dialogue.
Significant oil price volatility, with prices trending higher
in the first quarter of this year and then falling back more
recently, reinforce the need for continuous market moni-
toring and for closer consumer-producer cooperation in
the framework of energy dialogues, such as that between
the EU and OPEC,” it stated.



“The stable relations achieved via this Dialogue have
allowed both parties to remain focused, particularly in
challenging times, on constructive exchanges to foster
market stability in the interests of both producers and
consumers,” it added.

The communique pointed out that since the Energy
Dialogue’sinception,advances had been madein several
areas to assess the drivers behind oil, gas and fuel mar-
ket developments, as well as expected possible futures.

This had involved more frequent contacts between
the parties and encouraged greater awareness of the
collective responsibility of all stakeholders when it
came to handling the industry’s evolving challenges and
opportunities.

“This is particularly important as changing patterns
in supply, demand, trade and prices for both oil and gas
emerge. It is essential to better understand the short,
medium and long-term trends of these market fundamen-
tals, which have animpact on appropriate and necessary
investments to be made,” it affirmed. HH

Pictured outside the EU Headquarters in Brussels are
OPEC team members (1-r) Garry Brennand and Nadir
Guerer, both Senior Research Analysts; Dr Taher Najah,
Downstream QOil Industry Analyst; Jerry Haylins and James
Griffin, both Editors; and Oswaldo Tapia, Head of the
Energy Studies Department.

All smiles at the EU-OPEC Ministerial talks. From left to
right, Dr Falah | Alamri, Iragi Governor for OPEC; Hani
Abdulaziz Hussain, Kuwait’s Oil Minister; Abdalla Salem
El-Badri, OPEC Secretary General; Giinther Oettinger, EU
Energy Commissioner; and Neoklis Sylikiotis, Incoming
President of the EU Energy Council and Minister for
Commerce, Industry and Tourism of Cyprus.
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Importance of global energy dialogue

never been greater
— El-Badri

sErrivizaane EEEH] EIEEEEIAITT i The importance of dialogue between the world’s energy

== EU-OPEC Meeting

stakeholders has never been greater, according to OPEC
Secretary General, Abdalla Salem El-Badri.

Addressing the 9" Ministerial Meeting of the Energy
Dialogue between the European Union and OPEC in
Brussels in June, he stated that such an initiative was
important forbringing together producers and consumers
to discuss the various global and interdependent issues
all stakeholders faced.

He stressed that since its inception in 2005, the
EU-OPEC Energy Dialogue had enjoyed much success,
at both ministerial and technical levels.

“Over the years, | have witnessed much construc-
tive dialogue take place between us and | have seen an
expansionin ourjointactivities, with various workshops,
roundtables and reports. The increasingly positive and
productive nature of these activities is for the benefit of
HE Abdalla S, El-Badri us all,” he maintained.

El-Badri pointed out that OPEC very much welcomed

Above: Abdalla Salem El-Badri, OPEC Secretary General, seen giving his presentation to
delegates at the EU-OPEC Ministerial Meeting (below), held at EU Headquarters in Brussels.  the evolution of this cooperation.
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“We value the frank exchanges, the sharing of view-
points and the turning of ideas into concrete actions,”
he stated.

The needforsuch dialogue and cooperation, he said,
was apparent when one looked at market developments
over the past year.

“lthas been another eventful and testing time forthe
global oil and energy industries. There have been — and
there remain — many challenges and uncertainties,” he
affirmed.

At the heart of this, he said, was the fragile road to
recovery for the global economy, something that contin-
ued to have a profound impact on countries from both
OPEC and the EU.

“There remain many challenges surrounding such
issues as sovereign debt, the ongoing crisis in the bank-
ing sector, high unemployment and the debate over
austerity and growth,” observed the OPEC Secretary
General.

He remarked that at the same time as the EU-OPEC
Ministerial talks, the European Council was meeting in
Brussels to try and tackle many of the challenges facing
the Euro-zone.

“We hope that policymakers around the world can
find the ways and means to restore the global economy
to a more resilient growth path,” he stated.

El-Badri, in looking at market developments, said
that oil prices had been a concern.

“Earlierthisyear, the price trend was higher, with geo-
politicalevents and excessive speculation pushing prices
upwards. More recently, however, given the uncertainties
surrounding the global economy, prices have retreated,”
he stated.

He maintained that it was important for both produc-
ers and consumers that they had a stable price.

“Itneedsto be a level that does not affect global eco-
nomic growth, and, at the same time, a level that allows
producers to receive a decent income and to invest to
meet future demand.

“We need to appreciate that low oil prices can break

the momentum of investment in the oil industry and in other
forms of energy too. This then has a knock-on impact on future
additional supply.”

El-Badri said they had witnessed supply disruptions in Syria,
South Sudan, Yemen and the North Sea. However, at the same
time, Libya had taken enormous strides to bring its production
back to pre-uprising levels.

“Nevertheless, what is clear is that there has been no short-
age of oil in the market.”

El-Badri said he wanted to remind everyone of the otherside of
the equation — security of demand — stating that it was essential

“We value the frank exchanges, the
sharing of viewpoints and the turning

of ideas into concrete actions.”

— Abdalla Salem El-Badri

for producers to better understand demand-side developments,
particularly policies that discriminated against oil, since none of
them wanted to waste financial resources on capacity and infra-
structure that might not be needed.

“This is particularly true in an industry like ours, where large-
scale investments and high up-front costs are the norm,” he
observed.

Concluding, the OPEC Secretary General said it was impor-
tant that participants in the annual EU-OPEC meetings continually
looked to advance mutual understanding of the challenges they
faced.

“This will allow us to find common ground, as well as achieve
a better understanding of each other. It will also help us to look for
shared solutions, where and when appropriate, and furtherevolve
an environment thatis conducive to reaching constructive results.

“The EU-OPEC Energy Dialogue has been an important avenue
forhelpingto achieve many of these goals and | am sure it will con-
tinue to be like this in the years ahead,” he concluded. HH
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OFID launches Ministerial Declaration
on Energy Poverty, commits “minimum” $1bn

.-‘.

Suleiman | Al-Herbish (standing left), OFID Director-General, with the institution’s Ministerial Council in Seefeld, Austria.



OPEC Fund for International Development (OFID)

The OPEC Fund for International Development (OFID)
is stepping up its poverty eradication efforts by com-
mitting at least $1 billion to its Energy for the Poor
initiative.

The Vienna-based institution used the Rio+20
United Nations Conference on Sustainable Develop-
ment in Brazil in June to launch an OFID Ministerial
Declaration on Energy Poverty, which includes the
development financing.

OFID Director-General, Suleiman ] Al-Herbish,
made the announcement to UN Secretary General,
Ban Ki-moon, during a meeting of the UN Secretary-
General’s High-Level Group on Sustainable Energy
for All, which formed part of the Rio+20 activities.

The nine-point Declaration commits “a mini-
mum” of $1bn to “further augment OFID’s ability to
work against energy poverty.”

And it said that OFID stood ready to “scale up its
commitment” if demand warranted such a move.

Universal access

The Declaration called on the Rio+20 Conference to
adopt universal access to modern energy services
by 2030 as a goal for sustainable development.

In his meeting with the UN Secretary General,
Al-Herbish referred to the Declaration in stating that
while OFID had always responded to its partnercoun-
tries’ priorities and strategies, the institution was of
the opinion that the universal eradication of energy
poverty required sustained international efforts.

He stressed that access to modern energy ser-
viceswasvitalto supportallaspects of development.

Since 2007, he added, OFID had increased the
share of energy projects in its total operations. In

2011, this share amounted to 25 per cent with a wide
variety of operations approved.

OFID’s Ministerial Declaration was approved by the
institution’s Ministerial Council, which held its 33rd
AnnualSession in Austria, aweek before the Rio Meeting.

It welcomes the UN’s ‘Sustainable Energy for All’ ini-
tiative and recognizes that universal access to modern
energy servicesis an objective thatthe international com-
munity aspires to achieve by 2030.

The Declaration said the UN initiative also provided
a means to achieve the Riyadh Declaration, made at the
Third Summit of OPEC Heads of State and Government in
Saudi Arabia in 2007. This emphasized that eradicating
poverty should be the first and overriding global priority
guiding local, regional and international efforts.

It also referred to the ‘Energy for the Poor Initiative’
launched in Jeddah, in June 2008, during a meeting of
energy producers and consumers, which called on OFID
to consider a programme of $1bn for alleviating energy
poverty.

Through the Declaration, OFID’s Finance Ministers
said they were reaffirming the need for the international
community to afford low-income countries better chances
forachieving theirsustainable development aspirations,
including appropriate transfer of technology.

Theyalso pointedto the factthat energy was essential
forpoverty eradication and sustainable developmentand
that access to reliable, affordable, economically viable,
socially acceptable and environmentally sound energy
serviceswas crucial, particularly for developing countries.

The Declaration asserted that strong political will
and long-term governmental commitment would be pre-
requisites to energy poverty eradication. The investment
needed to ensure universal access was substantial and
allavailable types and sources of funding would need to
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Receiving the OFID Award
for Development is Issa
Ahmed Abdelhamid Qarage
(), Palestinian Minister of
Detainees and Ex-detainees
Affairs. He is seen here

with Yousef Hussain Kamal,
Ministerial Council Chairman
and Minister of Economy and
Finance of Qatar.

be mobilized. An enabling environment and an appropri-
ate investment climate were seen as crucial to delivering
adequate financing.

It further stipulated that efforts to eradicate energy
poverty must be technology-neutral. While renewable

solutions were appropriate where economics permitted,
fossilfuels would continue to be animportant contributor
to energy supply. Poor countries could not be deprived of
energy for development during the transition to a more
diversified energy mix.

In addition, the Declaration said that development
finance institutions needed to further harmonize their
approach to combat energy poverty, share analysis and
knowledge and avoid unnecessary overlaps.

In conducting its energy poverty activities, OFID will
work with bilateral, regional and multilateral develop-
mentinstitutions of its Member Countries, as well as with

sister organizations, to create synergies and to develop
joint resources. The Declaration called on UN agencies
and other regional and international institutions to join
efforts with OFID.

The Declaration follows a successful OFID replenish-
mentcallin 2011, when Member Countries pledged $1 bn
in new resources. Speaking at the June 2012 Ministerial
Meeting, OFID’s Ministerial Council Chairman, Yousef
Hussain Kamal, Minister of Finance of Qatar, stated that
the resource boost would be further leveraged by coop-
eration with sister institutions and other regional and
international development organizations.

“Such strategic partnerships will combine our vari-
ous strengths to produce better results on the ground,”
he affirmed.

Replenishment

OFID’s Governing Board Chairman, Jamal Nasser Lootah,
also referred to the replenishment, remarking that it had
helped offset the impact of the financial crisis on OFID’s
activities.

Al-Herbish, in highlighting OFID’s growing contribu-
tion to global energy poverty alleviation efforts, told the
meeting that since the Third OPEC Summit in November
2007 and the Jeddah Energy Meeting the following year,
advocacy on behalf of the ‘Energy for the Poor Initiative’
had been “a high priority”.

With the replenishment of OFID’s resources, he said,
substantial additional funding was also being made
available.

The Ministerial Council Session, during its delibera-
tions, also approved the institution’s 2011 AnnualReport,
whichis published in English, Arabic, French and Spanish.

It noted that, in 2011, OFID approved close to $760
million in fresh financing for development to 60 partner
countries. As of December 31, 2011, the institution’s
cumulative development assistance stood at $13.8bn.



OPEC Fund for International Development (OFID)

Operationsin 2011 were distributed across anumber
of key sectors, including $189.9m for energy, supporting
22 operations in 24 countries, while agriculture secured
$172.6m and transportation $171.4m. Some $109.9m
was divided primarily among the water supply and sani-
tation, health and education sectors.

In keeping with OFID’s mandate to accord priority to
the lower-income countries, $371.8m (49 per cent) of
2011 commitments went to the Africa region, supporting
90 projectsin 35 countries. Asia accounted for $233m (31
per cent), distributed among 17 countries for 23 opera-
tions, while Latin America and the Caribbean secured
$110m (14 per cent) for nine projects in six countries.
Two countries in Emerging Europe shared $34m, with
the remaining $9.2m going to multi-regional initiatives.

As the central pillar of OFID’s development activi-
ties, Public Sector operations represented the bulk (53
percent) of approvalsin 2011. A substantialamountwas
also channelled through the Private Sector ($211.8m)
and Trade Finance ($117m) windows.

The Ministerial Council meeting was followed by
the 139t Session of the OFID Governing Board, which
approved close to $66m in loans and grants to boost
socio-economicdevelopmentin over 34 partner countries.

The loans, which will support projects in the agricul-
ture, education, energy, transportation and water supply
sectors, wentto Congo, The Gambia, Guinea, Mauritania,
Uganda and Zambia.

The grants focus on HIV/AIDS, Palestine, a food secu-
rity programme in Nepaland Bangladesh and small-scale
energy initiatives across Africa.

OFID Annual Award

Meanwhile, on the sidelines of the Ministerial Council
meeting, the OFID Annual Award for Development was
presented to the Palestinian Minister of Detainees and
Ex-detainees Affairs, Issa Ahmed Abelhamid Qaraqe,

who accepted the Award on behalf of the Ministry and its
Ex-Detainees Rehabilitation Programme (EDRP).

Al-Herbish stated that the award had been given in
recognition of the role played by the EDRP in caring for
former political prisoners and their families.

He praised the programme for building a solid frame-
work forrehabilitating social groups and working towards
“along-term solution that has a ripple effect through the
entire community.”

The Ministerial Council re-elected the State of Qatar
(represented by Yousef Hussain Kamal) to the Chair and
elected the State of Kuwait (represented by Dr Nayef
Falah Mubarak Al-Hajraf, Acting Minister of Finance) as
Vice-Chair.

The next Session of the OFID Ministerial Council will
be held in Doha, Qatar, on June 13, 2013. HH

OFID Director-General, Suleiman
J Al-Herbish, announced the
Ministerial Declaration on
Energy Poverty at the Rio+20 UN
Conference in Brazil.
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Crude oil price movements

The OPEC Reference Basket extended losses
into a second straight month in May, to incur
its biggest month-to-month decline since
December 2008. It lost a significant ten per
centof its value during the month, but remained
above the key $100/barrel.

A massive speculative sell-off, brief pros-
pects of an easing of geopolitical tensions,
record crude stock-builds, weak economic data
from the world’s major economies and height-
ened concern over the stability of the Euro-
zone weighed heavily on the global petroleum
markets, and this was echoed in the Basket price.

Commodity Futures Trading Commission
(CFTC) reports showed that, during the two
weeks to May 22, speculative traders reduced
their net long futures and options and the two
main crude oil futures by an all-time record of
more than 83,000 positions.

Moreover, higher oil supply also played a
key role in the easing in crude oil prices dur-
ing the first half of the year. Slowing demand
growth expectations in China and India also
reduced key pricing support.

In May, the OPEC Basket dropped to an

e for any usage.

average of $108.07/b, decreasing by a hefty
$10.11/b, or 9.4 per cent, from April. However,
year-to-date, the Basket averaged $115.69/b,
$9.49/b above the same period year.

Without exception, all Basket compo-
nent values decreased significantly in May, by
twice as much as the previous month’s losses
and registering the biggest deterioration since
December 2008; together they lost a sizeable
$11.30/b, on average.

Brent-related crudes — Saharan Blend, Es
Sider, Bonny Light and Girassol — fell by $9.90 to
anaverage of $111.40/b, down eight per cent for
the month. Meanwhile, Middle Eastern crudes
Murban and Qatar Marine dropped by $9.73, or
eight per cent, to $109.19/b. The Latin American
Basket components — Ecuador’s Oriente and
Venezuelan Merey — lost even more to aver-
age $101.11/b in May, down by $10.13, or nine
per cent. The remaining Basket components —
Arab Light, Basrah Light, Kuwait Export and Iran
Heavy — also lost nine per cent of their value
in May, to end at $107.16/b, which was $10.50
below the previous month.

Meanwhile, global crude oil futures prices
took their biggest beatingin almost three-and-a-
halfyears. The Nymex West Texas Intermediate
(WTI) front-month contract dropped by a strong
$8.63, or 8.4 per cent, in May, on top of the pre-
vious month's losses, while the Intercontinental

ion includes highlights from the OPEC Monthly
t Reports (MOMR) for June and July 2012,

d by the Petroleum Studies Department of the
at, with additional graphs and tables. The

on may be downloaded in PDF format from our

www.opec.org), provided OPEC is credited as

Exchange (ICE) Brent front-month plummeted
by over $10.20, or 8.5 per cent, falling for a
second month in a row.

Nymex WTI front-month averaged $94.72/b
in May, the first time it was below $100/b this
year, and this was down 8.4 per cent from the
April average. ICE Brent front-month fell by
8.5 per cent, or $10.20, to end the month at
an average of $110.29/b.

Compared with the previous year, the
front-month WTI year-to-date average was up
by nearly three per cent, at $101.37/b, while
ICE Brent was almost six per cent higher at
$117.17/b.

Commodity markets

The World Bank’s commodity price index con-
tinued to fall in the month under review, with
the energy index plummeting by 7.6 per cent
m-o-m in May, compared with a 3.5 per cent
fall in April.

The non-energy price index dropped by 2.5
per cent m-o-min May, compared with a milder
0.3 per cent decrease in the previous month.
Food prices declined by 2.1 per cent, while base
metals and gold were down by 3.8 per cent and
3.5 per cent, respectively.

In May, commodity prices continued to

aharan Blend (Algeria), Girassol (Angola), Oriente (Ecuador), Iran Heavy (IR Iran), Basra Light (Iraq), Kuwait
onny Light (Nigeria), Qatar Marine (Qatar), Arab Light (Saudi Arabia), Murban (UAE) and Merey (Venezuela).



fall due to a firmer dollar, risk aversion, mac-
roeconomic uncertainty and apprehension over
the Euro-zone's sovereign debt crisis, as well
as slower-than-expected growth in emerging
economies, especially China and India.

However, the Henry Hub natural gas price
jumped by 25.2 per cent m-o-m in May com-
pared with a 10 per cent fall in April.

The World Bank's hase metal price index
continued to decline, falling by 3.8 per cent
m-o-m in May, compared with 3.1 per cent
the previous month, with the drop being felt
across the whole complex. Copper and alumin-
ium declined by 4.0 per cent and 2.1 per cent,
respectively.

Gold prices tumbled by 3.5 per cent m-o-m
in May, compared with a 1.4 per cent loss in the

previous month.

World oil demand

Demand for OPEC crude in 2012 is projected
to average 29.9m b/d, around 30,000 b/d less
than in the previous report.

Within the quarters, the first three months
saw a downward adjustment of 300,000 b/d,
reflectingthe downward revision of 230,000 b/d
in world oil demand, combined with an upward
revision of 40,000 b/d in non-OPEC supply.

In contrast, the fourth quarter shows an
upward revision of 100,000 b/d, while the
second and third quarters remain unchanged.

Required OPEC crude is forecast to see
negative growth of about 100,000 b/d from
2011. The first quarter is estimated to decline
by 700,000 b/d, the second quarter projected
to increase by 100,000 b/d, while the third
and fourth quarters are both forecast to remain
unchanged, all in comparison to their respec-
tive quarters a year ago.

Demand for OPEC crude last year stood at
30.1m b/d, 400,000 b/d more than in the pre-
vious year.

Meanwhile, the first half of this year has wit-
nessed various economic developments world-
wide that have placed much uncertainty on oil
demand. This has been related to two main fac-
tors — the turbulence in the world economy and

the volatility in oil prices. The effects of these
are expected to last until the end of the year.

Theindicators do not point clearly towards
a stabilizing of the world economy. The econo-
mies of the US, Europe and, to a certain degree
China are still slowing down mildly.

Hence, world oil demand in the second
half of this year will face much uncertainty.
US and European oil demand will contribute
a large share of this uncertainty. While these
two regions are squeezing oil demand, other
Non-OECD regions are pushing for more oil
consumption.

The US driving season might be affected by
movements in retail gasoline prices and eco-
nomic developments worldwide; hence, world
oil demand would show a further decline and
might see a cut of between 200,000 b/d and
300,000 b/d from the current forecast of the
year's total growth.

Furthermore, the Japanese shutdown of
their nuclear plants is leading to more fuel
and crude oil usage in the power sector.
Nevertheless, should Japan decide to bring
its nuclear power plants back into service, its
excessive oil usage would slow considerably.

Given the current world situation, world oil
demand growth in 2012 is forecast at 900,000
b/d y-0-y to average 88.7m b/d.

Slowing US economic activity has been
affecting oil demand. The most important sec-
tor, transportation, is still consuming less oil
than it did last year. This is attributed mostly
to economic activity and high retail prices. On
average, anincrease in retail gasoline prices of
ten per cent would shave around 40,000 b/d
off total consumption.

The latest monthly US oil consumption data
for March shows a 6.2 per centy-0-y contraction,
the largest observed since May 2009. All main
product categories fell, while the bulk of con-
tractions were seenin distillates consumption.

The outlook for US oil consumptionin 2012
remains rather pessimistic, and is dependent
on the development of the economy and the
transportation fuel price levels.

The latest reported figures for Mexican oil
consumption in April showed a slight increase
of around 0.6 per cent over the same month

last year, while Canadian oil demand in March
showed a sharp decrease of 4.6 per cent, com-
pared with 2011.

For the whole of 2011, North American oil
demand shrank by 250,000 b/d. In 2012, it is
projected to decrease again, but by a smaller
magnitude of 60,000 b/d.

The European economy has been experienc-
ing turbulence over the past few years. Some
of the major countries’ economies are going
into recession, leading to a steep decline in
the continent’s oil demand.

European oil consumption contracted
again in April, for the eighth month in a row.
Duringthe whole of 2011, it shrank by 300,000
b/d, reflecting the weak state of the European
economy.

April's oil consumptionin Germany, France,
Italy and the United Kingdom fell as a result of
decreasingdemand forindustrialand transport
fuels. Oil demand by the European ‘Big Four’
decreased by 250,000 b/d in April, compared
with April 2011.

Theregion's total contraction in oil demand
stood at 300,000 b/d in 2011. For 2012, oil
consumption is expected to shrink again, by
340,000 b/d, as a result of the economic tur-
bulence in several of the regions” economies.

In Japan, the latest April monthly data is
dominated once more by huge increases in
crude and residual fuel oil-use, as a result of all
the country’s nuclear plants being shut down.

However, it might bring a few of them back
into service just during the summer peak. This
move would reduce direct fuel-use at that time;
but there are several rules which must be metin
order to re-operate any of the nuclear facilities.

During the complete shutdown of all the
facilities, direct crude and residual fuel burn-
ing for electricity production is expected to
increase further throughout 2012.

In South Korea, oil demand in March
declined by 3.7 per cent y-o-y; the strongest
declines were observed in residual fuel oil, jet
fuel and LPG. In the first quarter of 2012, oil
demand was flat, averaging 2.4m b/d.

OECD Pacific oil consumption grew by
40,000 b/d during 2011. It is expected to grow
againin 2012, by a larger 220,000 b/d with the
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bulk of the increase coming from direct crude/
fuel oil burning for electricity-generation and
substituting for nuclear plants.

Indian oil demand in April grew by only a
marginal 0.2 per cent y-o-y. This was the low-
est level of growth since October 2010. As in
previous months, industrial diesel oil demand
grew the most, hitting a high of eight per cent
and adding another 110,000 b/d to the total
diesel consumption pool.

The consumption of gasoline continued
to grow by 3.7 per cent y-0-y, while naphtha,
jet fuel and residual fuel oil requirements
declined.

For 2012, India’s oil demand is expected to
grow by 120,000 b/d.

Indonesia is the second-largest oil con-
sumer in Other Asia, after India, and its oil
demand in March expanded by 3.4 per cent
y-0-y, averaging 1.3m b/d. As for the total year,
Indonesian oil demand is forecast to inch up
by 2.0 per cent.

Given the healthy economies in most of
Other Asia, the region’s oil demand growth is
estimated at 200,000 b/d y-0-y. This is almost
one-third lower than last year's growth.

SaudiArabian oildemand is growing again,
asdemand for gasoline, diesel and fuel oil rises.
The country'stotal oil demand increased by nine
per cent in April y-o-y.

Strong gasoline and diesel consumption
hiked Brazilian oil demand by approximately
seven per cent, or 138,000 b/d, in March
y-o0-y. Despite the steady rate of petroleum
alcohol usage, Brazil consumed 660,000 b/d
of gasoline and this trend is expected to con-
tinue for the year.

Developing countries’ oil demand growth
is forecast at 600,000 b/d in 2012, averaging
28.3m b/d.

Since China’s economic boom is slowing
slightly, its oil demand is expected to follow
suit and ease. China’s oil demand is expected
to grow, but not at the same rate that was fore-
cast earlier in the year. And this trend is not
confined to this year, but also to the medium
term. Nevertheless, transport fuel will show
some strength in the upcoming years.

Chinese oil demand grew by a moderate 2.7

per cent, or 260,000 b/d, y-0-y in April, to aver-
age 9.9m b/d. The country’s second-quarter oil
demand growth is forecast at 450,000 b/d y-o-y.

World oil supply

Preliminary figures indicate that global oil
supply averaged 90.00m b/d in May, around
75,000 b/d lower than in the previous month.

OPEC crude is estimated to have a 35.1 per
centshareinglobal supply, steady fromthe pre-
vious month. The estimate is based on prelimi-
nary data from non-OPEC supply. Estimates for
OPEC NGLs and OPEC production are derived
from secondary sources.

Meanwhile, non-OPEC supply is expected
to average 53.07m b/d in 2012, representing
growth of 670,000 b/d and an upward revi-
sion of 50,000 b/d from the previous report.

Non-OPEC oil supply is estimated to have
averaged 52.40m b/d in 2011, an increase
of 90,000 b/d over the previous year. On a
quarterly basis, last year non-OPEC supply
is estimated to have averaged 52.71m b/d,
51.97m b/d, 52.04m b/d and 52.88m b/d,
respectively.

Political, technical, environmental and
weather issues are expected to be the main
risk-factors for non-OPEC supply in 2012. On
a quarterly basis, non-OPEC supply this year is
expected to average 53.23m b/d, 52.71m b/d,
52.93m b/d and 53.42m b/d, respectively.

Total OECD supply is expected to average
20.72m b/d in 2012, representing an increase
of 630,000 b/d and an upward revision of
120,000 b/d from the previous month. The
anticipated OECD supply growth in 2012 is the
highest since 1997.

The OECD forecast remains the maindriver
of expansion in 2012, as anticipated growth in
North America is projected to more than offset
the decline forecast in OECD Western Europe’s
supply. Yet risks and uncertainties remain high,
especially in North America, which requires
careful monitoring over the coming period.

On a quarterly basis, OECD oil supply this
yearis forecast to average 20.96mb/d, 20.54m
b/d, 20.58m b/d and 20.82m b/d, respectively.

North America oil supply is projected to
increase by 790,000 b/d to average 16.31m
b/d in 2012, representing an upward revision
of 150,000 b/d from the previous report.

The current forecast growth for 2012 is the
highest in more than 30 years. The anticipated
growthinNorth Americais seento be supported
by the US and Canada, while Mexico is likely to
experience a minor decline.

On a quarterly basis, North America’s oil
supply in 2012 is forecast to stand at 16.40m
b/d, 16.18m b/d, 16.27m b/d and 16.38m b/d,
respectively.

US oil production is expected to aver-
age 9.66m b/d in 2012, representing growth
of 640,000 b/d over 2011 and an upward
revision of 120,000 b/d from the previous
report.

The current expected growth of US supply is
the highest since the 1970's. US supply growth
in2012isthe highestamongallnon-OPEC coun-
tries and is expected to be a strong contributor
to total non-OPEC supply growth. The forecast
growth is supported by strong growth from the
Bakken and Eagle Ford formations, as well as
from the Gulf of Mexico.

Onaquarterly basis, US oil supply this year
isseentoaverage 9.72mb/d, 9.59mb/d, 9.62m
b/d and 9.71m b/d, respectively.

Canadian oil supply is forecast to increase
by 200,000 b/d over 2011 to average 3.75m
b/d in 2012, indicating an upward revision of
30,000 b/d from the previous report.

On a quarterly basis, Canada’s oil supply
this year is seen to average 3.76m b/d, 3.70m
b/d, 3.75m b/d and 3.79m b/d, respectively.

Mexico's oil supply is projected to decline by
40,000 b/d from 2011 to average 2.90m b/d in
2012, unchanged fromthe previous assessment.
During the first four months of 2012, Mexico’s
oil supply fell by around 50,000 b/d from the
same period a year ago.

On a quarterly basis, Mexico’s oil sup-
ply this year is expected to average 2.92m
b/d, 2.89m b/d, 2.90m b/d and 2.89m b/d,
respectively.

OECD Western Europe’s total oil supply is
seen to average 3.91m b/d in 2012, represent-
ing a decline of 170,000 b/d from 2011 and a



minor downward revision of less than 10,000
b/d from the previous month.

This revision has come from Norway, while
the UK’s supply forecast remains steady. This
region’s oil supply is expected to experience
the second-largest decline among all the non-
OPEC regions.

On a quarterly basis, OECD Western Europe
oil supply in 2012 is seen to average 4.07m b/d,
3.84mb/d,3.78mb/dand3.94mb/d, respectively.

Norway's oil supply is expected to drop
by 80,000 b/d to average 1.96m b/d in 2012,
indicating a downward revision of less than
10,000 b/d from the previous month’s assess-
ment. Its currently expected supply average for
2012 marks the lowest level since 1990.

On a quarterly basis, Norway’s oil sup-
ply this year is anticipated to average 2.08m
b/d, 1.90m b/d, 1.88m b/d and 1.97m b/d,
respectively.

The UK's oil supply is anticipated to aver-
age 1.04m b/d in 2012, representing a drop of
80,000 b/d from 2011, unchanged from the
previous assessment.

Onaquarterly basis, the UK’s oil supply this
year is expected to stand at 1.09m b/d, 1.03m
b/d, 990,000 b/d and 1.06m b/d, respectively.

The OECD Asia Pacific’s oil supply is forecast
to average 510,000 b/d in 2012, flat over 2011
and a downward revision of 25,000 b/d from
a month before. Australia’s and New Zealand's
oil supply are expected to remain flat in 2012.

Onagquarterly basis, OECD Pacific’s oil sup-
ply this year is seen to average 480,000 b/d,
530,000 b/d, 530,000 b/d and 490,000 b/d,
respectively.

Australia’s oil supply is expected to aver-
age 420,000 b/d in 2012, flat from the previ-
ous year and a downward revision of 25,000
b/d from the previous report.

On a quarterly basis, Australian oil sup-
ply this year is seen to average 400,000 b/d,
440,000 b/d, 440,000 b/d and 410,000 b/d,
respectively

Developing countries’ total oil supply is
projected to decrease by 230,000 b/d from
2011 to average 12.42m b/d in 2012, indicat-
ing a downward revision of 80,000 b/d from
the previous month.

The anticipated decline is driven mainly by
supply from the Middle East and Africa, while
Latin America’s and Other Asia’s supply are
seen to offset the decline.

On a quarterly basis, developing countries’
total oil supply this year is seen to stand at
12.41mb/d,12.34mb/d,12.42mb/d and 12.50m
b/d, respectively.

Other Asia’s oil supply is estimated to
increase by 50,000 b/d in 2012 to average
3.67m b/d, unchanged from the previous
assessment. Qil supply from India and Vietnam
is expected to increase in 2012, while supply
from Indonesia is seen to decline.

Malaysia’s oil supply is expected to average
650,000b/din2012, flat fromthe previous year,
while India’s oil supply is forecast to increase by
20,000 b/d to average 900,000 b/d.

On a quarterly basis, Other Asia’s supply
in 2012 is expected to stand at 3.65m b/d,
3.67m b/d, 3.68m b/d and 3.70m b/d, respec-
tively. Preliminary data suggests that supply in
the first quarter will witness a y-o-y decline of
50,000 b/d.

Indonesia’s oil supply is forecast to decline
by 30,000 b/d in 2012 to average 990,000
b/d, unchanged from the previous month, while
Vietnam's oil supply is expected to experience
the largest growth in the group of 40,000 b/d
in 2012, to average 390,000 b/d.

Latin America’s oil supply is anticipated
to increase by 170,000 b/d over 2011 to aver-
age 4.92m b/d in 2012, a downward revision
of 60,000 b/d from the previous report.

Argentina’s supply is expected to decline
by 20,000 b/d to average 710,000 b/d, while
Trinidad and Tobago's supply is expected to
average 130,000 b/d in 2012, a minor fall of
10,000 b/d from the previous year and rep-
resenting a downward revision of 15,000 b/d
from the previous report. Colombia’s oil sup-
ply is expected to increase by 70,000 b/d in
2012 to average 1.00m b/d, unchanged from
the previous assessment.

Onaquarterly basis, Latin American oil sup-
plyin2012is seentostand at 4.89mb/d, 4.88m
b/d, 4.93m b/d and 4.96m b/d, respectively.

Brazil's oil supply is expected to increase
by 130,000 b/d over 2011, to average 2.77m

b/d in 2012, signifying a downward revision of
45,000 b/d from the previous report.

On a quarterly basis, Brazil's oil supply in
2012 is expected to stand at 2.77m b/d, 2.73m
b/d, 2.77m b/d and 2.79m b/d, respectively.

Middle East oil supply is estimated to aver-
age 1.50m b/d in 2012, a decrease of 190,000
b/d from 2011 and indicating a downward revi-
sion of 10,000 b/d from the previous month.

This revision comes from Syria, where the
oil supply forecast has been revised down by
10,000 b/d from the previous month. Syria is
expected to see a supply decline of 160,000
b/d in 2012 to 210,000 b/d on the back of its
political issues.

Oman’s oil supply is expected toincrease by

. “Preliminary figures indicate

that global oil supply

averaged 90.00m b/d in May,

around 75,000 b/d lower

than in the previous month.”

30,000b/din2012t0910,000 b/d, unchanged
from the previous assessment.

Onaquarterly basis, Middle East oil supply
thisyearis forecast to average 1.48mb/d, 1.50m
b/d, 1.50m b/d and 1.52m b/d, respectively.

Africa’s oil supply is forecast to average
2.33m b/d in 2012, a decline of 260,000 b/d
from 2011, indicating a downward revision of
10,000 b/d from the previous month.

The Sudans’ oil supply is expected to aver-
age 140,000 b/d in 2012, down 290,000 b/d
from the previous year. The decline is driven
by the shutdown of South Sudan’s production
inJanuary, because Sudan and South Sudan did
not agree on transit fees. However, talks have
restarted between the two nations and the sup-
ply forecast is at risk if it is assumed that South
Sudan’s output will remain shut in 2012.

On a quarterly basis, Africa’s oil supply in
2012is expected to average 2.40mb/d, 2.29m
b/d, 2.31m b/d and 2.32m b/d, respectively.
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Total FSU oil supply is projected to aver-
age 13.38m b/d in 2012, representing growth
0f130,000b/d over 2011 and a minor upward
revision of 10,000 b/d from the previous
month.

In terms of volume, the FSU remains the
region with the second-highest supply after
North America. The expected growth in 2012
supply is supported by Russia, Kazakhstan and
Azerbaijan.

On a quarterly basis, total supply from the
FSU this year is expected to stand at 13.37m
b/d, 13.33m b/d, 13.37m b/d and 13.46m b/d,
respectively.

Russia’s oil supply is projected to average
10.34m b/d in 2012, an increase of 70,000 b/d
over 2011 and unchanged from the previous
month. Supply growth in the country is pro-
jected to slow in 2012, compared with previ-
ous years, mainly on limited new developments
and a lower decline rate.

Onaquarterly basis, Russia’s oil supply this
year is estimated at 10.34m b/d, 10.32m b/d,
10.34m b/d and 10.36m b/d, respectively.

Accordingto preliminary data, Russia’s sup-
ply averaged 10.33m b/d in May, slightly higher
thanthe previous month. Supply in January-May
grew by 100,000 b/d, compared with the same
period of 2011.

Kazakhstan's oil supply is expected to
increase by 20,000 b/d over 2011 to average
1.62m b/d in 2012, unchanged from the previ-
ous month.

Onaquarterly basis, Kazakhstan's oil supply
this year is seen to stand at 1.62m b/d, 1.60m
b/d, 1.61m b/d and 1.65m b/d, respectively.

Azerbaijan’s oil supply is also anticipated
toincrease by 20,000 b/d in 2012 to 970,000
b/d, representingan upward revision of 10,000
b/d from the previous month.

Onaquarterly basis, Azeri oil supply this year
is estimated to average 960,000 b/d, 970,000
b/d, 970,000 b/d and 1.00m b/d, respectively.

Other Europe’s oil supply is seen toincrease
by a slight 10,000 b/d to average 140,000 b/d
in 2012.

China’s oil supply is forecast to increase by
70,000 b/d over the previous year to average
4.22m b/d in 2012.

On a quarterly basis, China’s oil supply in
2012 is projected to average 4.16m b/d, 4.17m
b/d, 4.22m b/d and 4.30m b/d, respectively.

OPEC oil production

OPEC total crude oil production averaged
31.58m b/d in May, according to secondary
sources, representing a decline of 58,000 b/d
over the previous month. The decrease came
mainly from Iran, Nigeria, Irag, Angola, Qatar
and Algeria, while crude production from
Kuwait, Libya and Saudi Arabia experienced
an increase.

OPEC crude oil production in the month,
not including Iraq, stood at 28.63m b/d, down
16,000 b/d from the previous month.

Output of OPEC NGLs and non-conven-
tional oils, which averaged 5.32m b/d in 2011,
an increase of 340,000 b/d over the previous
year, are forecast to grow by 350,000 b/d in
2012 to average 5.67m b/d.

Downstream activity

Product market sentiment in May retreated
from the improvement seen in April. This was
due mainly to a loss in the top of the barrel,
which resulted from disappointing naphtha
demand in the worldwide petrochemical sec-
tor and the easing of the tight gasoline market
in the Atlantic Basin on news of the re-starting
of some refineries.

These factors, along with additional pres-
sure fromthe supply side after the end of main-
tenance in Asia, caused refinery margins to fall
across the board, despite the drop in crude
prices.

The margin for WTI crude on the US Gulf
Coast lost almost $5 to stand at around $26/b
in May, on the back of losses across all parts
of the barrel.

Despite the drop in the North Sea Brent
price, losses in product markets led to adecline
in European refining margins in May, after hav-
ing peaked in April.

The European product market turned

bearish as gasoline was impacted by easing sup-
ply tightness in the Atlantic Basin, with several
refineries returning from maintenance or tem-
porary closures, amid a the lack of demand for
naphtha. Thus, the fuel oil crack dropped due
to oversupply in the region.

The refinery margin for Brent crude in
Rotterdam showed a drop of $2 in May to stand
at around $4.5/b.

Refining margins in Asia partially kept the
recovery seen in April and although product
cracks showed mixed performance, the strength
atthe bottom of the barrel offset the losses seen
at the top.

Despite weak domestic demand, US refin-
eries continued the upward trend in May with
export opportunities continuing to lend sup-
port. This, along with weakening crude prices,
encouraged refiners to keep run levels high.

US refinery runs averaged 85.4 per cent of
capacity in May, 0.6 per cent higher than in the
previous month, despite the shutdown of some
refineries in the region.

Evenatthisrefining level, distillate invento-
ries continued falling during the month to stand
at 118m b, below the five-year average, due to
high export levels from the US to the markets
worldwide and as refineries shifted their focus
to gasoline ahead of the driving season.

European refiners continued to operate
at moderate throughputs in response to dete-
riorating margins, maintenance and closures.
Refinery runs stood at around 77 per cent in
May.

With the end of the maintenance season
and some closed refineries being re-started,
refiners could be reluctant to increase runs in
the coming months, despite the beginning of
the driving season.

Asian refinery maintenance has peaked and
refinery runs have been reduced from the high
levels seen in previous months, falling from
above 90 per cent to around 86 per cent. The
end of maintenance could result in increased
throughputs.

Japanese throughputs remained at around
72 per cent of capacity in May.

US gasoline demand recovered by around
190,000 b/d from the previous month to stand



at 8.85m b/d in May, representing an increase
of 66,000 b/d from the same month a year
earlier.

US gasoline demand picked up in May for
the first time this year showing a y-o-y rise of
one per cent. This first positive performance of
demand coincided with the start of the driving
season.

The market continued to be reinforced by
solid demand from Latin America. The supply
side gave further support on news about opera-
tionaldifficulties in some refineriesinthe region.

Middle distillate demand stood at around
3.7mb/din May, decreasing by 60,000 b/d from
the previous month and marking a recovery of
110,000 b/d from the same month last year.

Distillate stocks in the US fell further dur-
ing the month to stand at around 118m b, the
lowest level since the end of 2008.

Product market sentiment turned bear-
ish as light distillates lost momentum, due to
news about closed refineries re-starting in the
Atlantic Basin, which eased the tightness in
gasoline, and with naphtha suffering from poor
demand in the petrochemical sector.

The tight situation in the European gasoline
market eased with the return of several refineries
from maintenance or temporary closures, leading
toincreased supply ahead of the driving season.

Despite lower demand in the region, the
buying interest from the Mediterranean was
relatively healthy, with higher diesel require-
ments from Turkey and France, which, along
with ample exports to South America, lent sup-
port to the diesel market.

This offset the pressure coming from the
supply side with some refineries re-starting
after maintenance and higher inflows from the
US and Asia.

Oil trade

Preliminary data indicates that US crude oil
imports increased by 146,500 b/d, or 1.7 per
cent, to 89m b/d m-o-m in May. Imports on an
annual basis in May were 127,700 b/d, or 1.4
per cent, lower compared with last year’s level,
when they were registered at 89m b/d.

Product imports increased in May by 9.4
per cent than the previous month. In annual
terms, a drop of 720,000 b/d, or 26.9 per cent,
was registered.

Year-to-date, US crude oil imports showed
a slight decline of 83,000 b/d, or 0.9 per cent,
to a level of 8.7m b/d. Year-to-date data con-
cerning products showed a decline of 73,000
b/d, or 26.8 per cent, to a level of 1.98m b/d.

Product exports decreased to 2.83mb/d in
May, a decline of 136,600 b/d, or 5.1 per cent,
m-o-mand 220,600 b/d, or 8.47 per cent, y-o-y.

As aresult, US net oil imports increased in
May to 7.96m b/d, up by 178,000 b/d, or 2.3 per
cent, m-o-m. However, net oilimports remained
almost 1.07m b/d, or 11.9 per cent below, the
previous year’s level.

Japan’s crude oil imports declined in April
t03.93mb/d, representing a decline of 278,000
b/d, or 6.6 per cent, from a month earlier. Y-0-y,
this represented an increase of 479,000 b/d,
or 13.9 per cent.

Product imports, including LPG, increased
to 1.11m b/d, which represented growth of
21,000 b/d, or 1.9 per cent, m-o-m, and a
decrease of 30,000 b/d, or 2.7 per cent, y-o-y.

Product exports, including LPG, increased
in April by 54,000 b/d, or 13.3 per cent, averag-
ing 460,000 b/d. Y-0-y, there was an increase
of 195,000 b/d, or 72.9 per cent.

As a result, Japan’s net oil imports
decreased in April by 312,000 b/d, or 6.4
per cent, to 4.58m b/d from a month before.
Y-o0-y, there was an increase of 254,000 b/d
or 5.9 per cent.

China’s crude oil imports declined in April
by 129,000 b/d, or 2.3 per cent, m-o-mto 5.44m
b/d. Y-0-y, China’s crude oil imports increased
by 176,000 b/d, or 3.3 per cent.

Product imports registered a decrease of
198,000 b/d, or 20.5 per cent, in April, m-o-m.
Y-0-y, there was a decrease of 314,000 b/d, or
29.1 per cent.

China’s crude oil exports in April decreased
by around 36,000 b/d, or 74.8 per cent, to
12,000 b/d from a level of 49,000 b/d m-o-m.
Y-0-y, there was a decrease of 59,000 b/d, or
82.8 per cent.

Oil product exports in April decreased by

around 16.5 per cent, or 84,000 b/d, m-o-m. Y-o-
y, they dropped by 205,000 b/d, or 32.7 per cent.

As a result, China's total net oil imports
decreased in April by 207,000 b/d, or 3.5 per
cent, m-o-m to stand at 5.77m b/d.

India’s crude oil imports increased by
38,000 b/d, or 1.1 per cent, m-o-m in April
to stand at 3.57m b/d. Y-0-y, India’s crude oil
imports decreased by 166,000 b/d, or 4.4 per
cent, compared with the 2011 level.

Product imports in April increased by
60,000 b/d, or 21.6 per cent, m-o-mto an aver-
age of 336,000 b/d.

Product exports decreased by 174,000 b/d,
or 14.3 per cent, in April to stand at 1.04m b/d.

Asaresult, India’s net oilimportsincreased
by 271,000 b/d, or 10.5 per cent, to an aver-
age of 2.87m b/d. Y-0-y, there was a decrease
of 71,000 b/d, or 2.4 per cent.

Total FSU crude exports rose by 4.3 per
cent to 6.62m b/d, with pipeline crude exports
rising by 5.0 per cent to 4.28m b/d compared
with the month before.

FSU product exports rose in April by 4.0
per cent, or 368,000 b/d, to 2.84m b/d.

Stock movements

US total commercial oil stocks reversed the
draw of the previous month and rose consider-
ably — by 17.7m b — to end May at 1,087.3m b,
the highest level since November 2011.

Thus, inventories stood at 9.1mb, or 0.8 per
cent, above the level seen a year ago, while the
surplus with the five-year average was 29.7m
b, or 2.8 per cent. The build was attributed to
both crude and products.

In May, US commercial crude stocks contin-
ued the upward trend of the last five months,
increasing by 8.8m b for a cumulative build
since the start of this year of around 53.7m b.

Having reached a total of 384.6m b, they
stood at the highest level since 1990, widening
the surplus with a year ago to 14.9m b, from
6.5m b a month earlier.

The gain versus the five-year average wid-
ened more and stood at 35.7m b in May from
23.3m b a month ago.
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The build came from continued strong crude
imports and domestic production.

US Cushingstocks rose by 4.8mbin May to
reachan all-time high of 47.8mb. However, this
number should begin to fall as some volumes
flow south on the reversed Seaway pipeline.

Looking forward, US crude inventories
should continue building in other areas as US
crude oil imports are expected to rise, reflect-
ing strong OPEC production. But the build in
US crude oil inventories could be limited by
expected higher crude runs.

US product stocks reversed the drop of the
last four consecutive months and increased by
9.0m b in May to end the month at 702.7m b.

Despite the build, product stocks showed
a deficit of 5.8m b, or 0.8 per cent, over the
same time last year and were 6.0m b, or 0.8
per cent, lower than the five-year average.

All the build in products came from propyl-
ene and unfinished products, while major prod-
ucts such as gasoline and distillates showed a
drop.

Gasoline stocks fell by 6.2m b for the fourth
consecutive month, ending at 203.5m b, while
distillate stocks also saw a fall of 6.2m b in May,
following five months of decline, to 120.0m b.
Residual oil stocks continued their downward
trend and fell for the second consecutive month
— by 1.6m b — to end May at 31.0m b.

Commercial oil stocks in Japanin April rose
by 8.3mbtostand at172.7m b, the highest level
since November 2011.

Commercial crude oil stocks grew furtherin
April, increasing by 2.8m b to stand at 103.6m
b, the highest level since July 2011, while total
product inventories reversed the decline that
occurred in the last two months and rose by
5.7m b to end the month of April at 69.2m b.

With the exception of gasoline, all products
saw a build, with naphtha increasing the most.
Gasoline stocks declined slightly by 200,000 b
to end April at 14.1m b, while distillate stocks
rose by 1.9m b in April, after four consecutive
months of decline, ending the month at 27.2m b.

In Singapore, product stocks fell by 4.3m b
for the second consecutive month to end April
at 38.5m b. Within products, middle distillates
and fuel oil inventories saw a drop, while light

distillates remained almost unchanged. At
8.9m b, middle distillate stocks ended April at
700,000 lower than the previous month, while

April product stocks in the Amsterdam,
Rotterdam and Antwerp (ARA) region reversed
the build that occurred the previous month to
fall by 3.4m b and end the month at 31.2m b,
the lowest level since the end of last year.

Within products, gasoline, gasoil and fuel
oil saw a drop, while naphtha and jet fuel oil
indicated a minor decline. Gasoline stocks fell
slightly by 200,000 b to 5.4m b, while gasoil
stocks fell by 2.1m b, ending April at 17.8m b.
Fuel oil stocks saw a draw of 1.1m b to end the
month of April at 3.8m b, while jet fuel stocks
fell marginally to stand at 3.3m b, the lowest
levelin almost five months. Naphtha stocks saw
a minor decline to end April at 900,000 b.

Crude oil price movements

InJune, the OPEC Reference Basket continued
its quarter-long declining streak for the third
consecutive month to settle below $100/b for
the first time in a year-and-a-half.

The drop in the value of the Basket in
June was a significant 13 per cent, the highest
month-to-month decline since the 22 per cent
drop back in December 2008.

Besides a gloomy economic picture, par-
ticularly in the Euro-zone, the main factors
driving down the Basket were speculators, who
increasingly sold off long positions, in addition
to abundant crude oil supplies.

A month-long series of headlines about
weak economic data from China and the US
indicating that economic worries are not lim-
ited to the Euro-zone also shaped bearish mar-
ket sentiment, prompting investors to mas-
sively liquidate positions to limit exposure.

Similar to the previous month, accumu-
lated long positions continued to exit the mar-
ket significantly over the entire month of June in
both main futures markets through large-scale
sell-offs that have signaled growing weakness
in the crude oil markets.

InJune, the OPEC Basket fell to an average
of $93.98/b, the first time it reached a level
below the key $100/b since January 2011. The
Basket lost a hefty $14.09/b or 13 per cent
compared with the previous month, which is
the highest decrease since the $11.16/b decline
seen three-and-a-half years ago.

Nevertheless, for the first half of 2012, the
Basket averaged $112.07/b, $5.40/b above the
same period in 2011.

The values of all Basket components dimin-
ished significantly inJune, with Saharan Blend,
Es Sider, Bonny Light and Girassol falling by
$15.31 to an average of $96.09/b, down by a
hefty 13.75 per cent for the month.

Meanwhile, Middle Eastern crudes Murban
and Qatar Marine, along with Latin American
Basket components like Ecuador’s Oriente and
Venezuelan Merey, dropped by around 12 per
cent to $95.81/b and $88.37/b, respectively.

The remaining Basket components, Arab
Light, Basrah Light, Kuwait Export and Iran
Heavy, lost 13 per cent of their value in June
to end at $93.24/b, $14.02 lower than in the
previous month.

On July 10, the OPEC Basket improved to
$96.43/b, $2.45 above the June average.

In June, both crude oil futures contracts,
ICE Brent and Nymex WTI, slipped further to
multi-month lows as both shed over 13 per
cent of their value, the highest m-o-m reduc-
tion since the 25 per cent loss seen during the
global financial crisis in late 2008.

In June, the Nymex WTI front-month con-
tract declined by $12.31 on top of a $11.49 fall
since the beginning of the second quarter to
accumulate a hefty $23.80 in losses over one
quarter, erasing the previous two consecutive
quarters’ gains.

Meanwhile, ICE Brent front-month con-
tract losses over June and the second quarter
were much bigger, with a $14.36 and $28.62
decline, respectively.

The worsening economy, predominantly
inthe Euro-zone, and speculators increasingly
going less longin their positions, as well as the
signs of a global crude oil stock build, were the
main factors driving prices down.

CFTC data showed that Nymex WTI net



long positions fell to their lowest levels since
September 2010, dipping by nine per cent from
the previous month. ICE Brent net long posi-
tions declined the most — by a stunning 49 per
cent — since late May, according to ICE data.

The Nymex WTI front-month contract
averaged $84.41/bin June, the first time since
October 2011 that it was less than $90/b, and
down by 13 per cent from the average in May.

The ICE Brent front-month also fell by 13
per cent, or $14.36, to end the month at an
average of $95.93/b, the first time it fell below
the key $100 in the last year-and-a-half.

Compared with the previous year, the front-
month WTlyear-to-date average stood almost at
the same level as in the same [period of 2011, at
$98.21/b, while ICE Brent was higher by almost
two per cent at $113.63/b.

On July 10, prices for Nymex WTI and ICE
Brentimprovedto $83.91/band $9797/b, respec-
tively, higher by $1.50 and $2.04 than the June
average.

Commodity markets

The World Bank’s Commodity Price Index
declined significantly in June m-o-m. Prices for
energy dropped by 12 per cent, compared with
a 7.7 per cent drop a month earlier.

The non-energy component lost 3.6 per
cent m-o-m, compared with a 2.5 per cent fall
in May, the third consecutive decline. Food
prices edged down by 1.2 per cent, compared
with a 2.1 per cent loss during the previous
month, while gold prices rebounded by 0.6
per cent, compared with a 3.6 per cent m-o-m
drop a month earlier.

Base metal prices plummeted by 6.1 per
cent, compared with a 3.8 per cent fall during
the previous month. Less affected were some
agricultural commodities, due to dry weather.

The same bearish factors that have
weighed down commodity markets con-
tinued to exert pressure on prices in June:
macroeconomic uncertainty, especially
apprehension over the Euro-zone's sover-
eign debt crisis, as well as slower-than-
expected growth in China and India. A firmer

dollar and growing risk aversion also added
to pressures.

It must be noted that recent commod-
ity price declines are the steepest since the
months following the Lehman crisis of 2008,
which suggests markets are pricingin a further
deteriorationin Chinese economic growth and
little progress with regard to the European debt
crisis.

The Henry Hub natural gas price rose by
0.7 per cent m-o-m in June, compared with a
25.2 per cent rise in May.

The agricultural price index fell by 2.8 per
cent m-o-m, compared with a 1.7 per cent drop
during the previous month. As with most other
commodities, agricultural markets continued
being driven by macroeconomic factors and
risk aversion.

In base metals, the price drop took place
across the whole complex with aluminium and
copper declining by 5.9 per cent and 6.7 per
cent m-o-m, respectively.

Gold prices rose slightly by 0.6 per cent
m-o-m, which compared positively to a 3.6 per
cent decline during the previous month.

World oil demand

Demand for OPEC crude for 2012 has remained
unchanged fromthe previous report. However,
the second quarter has seen a downward revi-
sion of 100,000 b/d, while the third quarter
has been revised up by 100,000 b/d. The first
and fourth quarters remain unchanged from
the previous assessment.

Demand for OPEC crude stands at 29.9m b/d
in 2012, representing a decrease of 100,000
b/d from last year’s level. The first quarter is
estimated to have declined by 700,000 b/d
from the same quarter last year. The second
and fourth quarters are estimated to remain
unchanged from the same period last year.

Based on the first forecast for demand
and non-OPEC supply (including OPEC NGLs
and non-conventional oil) for 2013, demand
for OPEC oil next year is projected to decline
for the second year running, by 300,000 b/d
to average 29.6m b/d.

Thefirst quarteris expected toincrease by
200,000 b/d, while the following three quar-
ters are projected to decline, with the bulk of
the decrease in the fourth quarter, with a fore-
cast drop of 700,000 b/d.

Meanwhile, generally, various economic
developments worldwide are virtually offset-
ting each other, leaving the total oil consump-
tion picture nearly unchanged from the previ-
ous month.

US demand is weakening further due to
a sluggish economy, the European economic
turbulence is suppressing that continent’s
demand, and Indian demand is negatively
affected by the recent massive floods.

In contrast, the shutdown of most of Japan’s
nuclear power plants has led to the excessive
use of crude and fuel oil-burning.

The first half of this year has witnessed
various economic developments worldwide
which have created much uncertainty about
oil demand. And the second half of the year
may experience similar uncertainty, since the
world economy is in an uncertain state.

US and European demand will contribute
the largest share of the uncertainty. Hence,
world demand prospects in the second half
will remain vague. While these two regions
are squeezing down oil demand, other, non-
OECD regions’ demand is pushing for more
consumption.

Furthermore, the Japanese shutdown of its
nuclear plantsis leadingto more fueland crude
oil usage in the power sector. Nevertheless,
should the country decide to bring its nuclear
power plants back into full-scale service, the
country's excessive oil usage would slow
dramatically.

Given the current global situation, world
oil demand growth is forecast at 900,000 b/d
y-0-y to average 88.7m b/d.

US oil consumption data for April shows
a 1.7 per cent y-o-y contraction. This is the
13" consecutive decline, since the last growth
observed for US monthly oil consumption was
for March 2011.

All main product categories, with the
exception of gasoline and propane propylene,
fell and the bulk of contractions were seen in
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residual fuel oil and distillate consumption, as
aresult of decreasingindustrial production and
fuel-switching to natural gas.

The first six months of 2012 were gener-
ally quite disappointing for US consumption,
with contractionsin all product categories and
this was especially strong for residual fuel oil,
distillates and gasoline.

Preliminary weekly data for May and June
shows no real improvements to US consump-
tion, with it decreasing by around one per cent
each month.

Nevertheless, the prospects for US con-
sumption for the rest of 2012 remain rather
pessimistic, depending upon the development

“... global economic .

challenges are causing a
great deal of uncertainty
for the 2013 oil demand

forecast.”

of the economy and the transportation fuel
price levels.

Reported data for Mexico in May shows
a strong increase in consumption of around
five per cent, compared with the same month
last year. All product categories were positive,
except fuel oil, withincreases in industrial fuels
dominating.

As for Canadian oil usage, the latest avail-
able oildemand data indicates asharpincrease
of 4.9 per cent y-o-y; oil-usage in transportation
andindustrial products dominates this increase.

In2012, North American oil demand is pro-
jected to decrease by 140,000 b/d to stand at
23.4m b/d.

European oil consumption contracted
again in May, the ninth month in a row.
Consumptionin Germany, France, Italy and the
United Kingdom fell, as a result of decreasing
demand for industrial fuels. This was caused

by weak industrial activity and shrinking

transportation fuels, due in turn to relatively
high prices and rigorous taxation.

Nevertheless, the short-to-medium-term
development of European oil consumption will
be determined most of all by the continuing debt
problemsinseveral of the continent's economies.

Since regional oil demand has already
dipped sharply, the effects of further negative
economicsetbacks are not likely to be that strong.

European ‘Big Four’ oil demand decreased
by 70,000 b/d in May, compared with the same
month a year earlier. The Big Four’s consump-
tion of industrial fuels and transportation fuels
accounted for the bulk of these decreases.

For 2012, OECD Europe’s oil consumption
is expected to shrink by 340,000 b/d y-0-y to
average 13.9m b/d.

InJapan, the latest May 2012 monthly data
is dominated once more by huge increases in
the direct use of crude and residual fuel oil,
as a result of nuclear plants being shut down.

Due to the shutdown of most of these
plants, and in combination with stricter stress
tests being one of several conditions for their
restarting, direct crude and residual fuel burn-
ing for electricity production is expected to
increase throughout 2012.

Power plants are using crude — and only
those crudes with a low sulphur content — fuel
oiland liquefied natural gas (LNG) for electric-
ity power generation.

In South Korea, April oil product sales
climbed strongly, increasing by 5.8 per cent
y-0-y; the biggest additions have been observed
in gas/diesel oil and gasoline.

OECD Pacific oil consumption is expected
to grow by 290,000 b/d in 2012, with the bulk
of the increase coming from direct crude/fuel
oil burning for electricity generation and the
substitution of nuclear plants.

India’'srecent floods will affect the country’s
fuel consumption for June, not only in agricul-
ture, butin the transport sector as well. Total oil
demand is forecast to grow this year by 3.5 per
cent y-o-y, despite the big increase in the first
quarter.

DemandinMaywas strong, touchingona5.4 per
cent increase y-o-y. The use of liquefied petroleum
gas (LPG), diesel and naphtha led to this growth.

Diesel use was up by a massive nine per
cent, adding another 120,000 b/d to the coun-
try's total oil demand. Strong demand for diesel
is expected to last until the end of the year, as
long as the government does not interfere and
increase retail prices.

The country’s gasoline demand plunged by
four per cent, as a result of the price increases
which were introduced by the oil companiesin
May. For 2012, India’s oil demand is expected
to grow by 120,000 b/d y-o-y.

Indonesia is the second-largest oil-con-
sumer in ‘Other Asia’, after India; it will con-
sume 1.4m b/d of oil by the end of 2012. It is
forecast that the country’s oil demand will be
5.4 per cent higher this year than last.

This strong demand isrelated to economic
activity which has pushed up the nation’s GDP
by 5.8 per cent this year. The country’s sec-
ond-quarter oil demand is expected to grow
by 30,000 b/d y-o0-y.

Given the healthy economies in most of
Other Asia, this region’s oil demand growth is
estimated at 200,000 b/d in 2012 y-o-y.

Adecline in crude-burning reduced Saudji
Arabian oil demand by 4,000 b/d in May y-o-
y. However, this is not expected to be repeated
in the peak of the summer, where demand for
electricity is at its highest.

Saudi motorists consumed almost half
a million barrels of gasoline daily in May.
Transportation fuel is growing at a fast rate,
as a result of strong economic activity.

Middle East oil demand is forecast to grow
by 2.4 per cent, to average 7.7m b/d in 2012.

Despite the decline in gasoline usage,
Brazilian oil demand grew by 3.2 per cent in
Aprily-o-y. Energy-related alcohol demand rose
by more than one-third. The country’s average
consumption of energy-related alcohol is Latin
American oil demand is expected to increase
by 200,000 b/d to 6.5m b/d in 2012.

Developing countries’ oil demand growth
is forecast at 600,000 b/d y-o-y in 2012, to
average 28.3m b/d.

With its economic boom slowing slightly,
China’s oil demand is easing somewhat, lead-
ing to an increase in the export of diesel.
But demand is not expected to come down



drastically. It has been buoyant most of the
time, as the country’s thirst for energy never
ends.

Oil demand in May increased by a strong
5.2 per cent y-o-y. This sharp increase was the
result of higher consumption of gasoline and
diesel. Transport fuel has been the mover in
China’s oil demand growth over the past few
years.

Diesel usage increased by 7.8 per cent, or
138,000 b/d, in May y-o0-y. Diesel has been
the dominant petroleum product in China. It
is used by the transport, industrial and agri-
cultural sectors. Almost one-third of the oil
used in China comes as diesel and this trend
is expected to remain for the medium term.

China’s oildemandis expected to continue
togrow, but not at the same rate as anticipated
earlier in the year. China’s second-quarter
oil demand growth is forecast at 450,000
b/d y-0-y.

Meanwhile, global economic challenges
are causing a great deal of uncertainty for the
2013 oil demand forecast. World GDP growth
for next year is forecast slightly lower than for
this year. The slowdown is expected not only
in OECD economies, but also in the non-OECD.

As for total world economic growth, this
will be almost 0.1 per cent below that of 2012;
most of this reduction is related to the OECD
region.

Economic growth in China and the Middle
Eastisforecast tobe less than that of 2012. As
seen so far this year, total world oil demand
growth is expected to take place in the non-
OECD area, mainly China, India, the Middle
East and Latin America.

Although any possible rise in oil prices is
expected to have a negative effect on trans-
portation fuel demand, the sectors that will
contribute the most to total oil demand are
industry and transport.

Industrial and petrochemical activity is
expected to push up oil demand next year in
the non-OECD region.

US gasoline demand will be mostly
dependent upon oil prices. Gasoline consump-
tion is expected to be slightly higher than this
year; however, it will remain the wild card for

2013, since it could also be negatively influ-
enced by the pace of the country’s economic
recovery.

World oil demand is forecast to continue
to grow during 2013, to reach 800,000 b/d
y-0-y and average 89.5m b/d, which will be
70,000 b/d lower than the estimate for the
current year.

As with this year, industrial fuel, mainly
diesel and naphtha, will be the products that
will experience the biggest growth in world
oil demand in 2013, since the industrial sec-
tor will be the key oil consumption driver.

This will be supported to a certain
degree by both the non-OECD and the OECD.
Furthermore, as seen this year, oil demand in
2013 will start from a high baseline; however,
given slightly stable economic activity, this will
push up gasoline and jet fuel consumption.

Yet, the bulk of gasoline demand will come
from the growing transport sector in non-OECD
countries, as well as some amounts from North
America and the Pacific.

Efficiency in the auto industry has been
improving and is affecting energy consump-
tion. Governments are placing emphasis on
allocating large amounts of subsidies to effi-
cient vehicles, such as hybrids and electric
cars.

Oil demand growth of 980,000 b/d in
non-OECD countries will again account for
almost all world oil demand growth next year,
whereas the OECD region will show a 0.4 per
cent demand contraction.

The OECD region is expected to consume
160,000 b/d less oil next year than this year.
This decline is attributed to the economically
troubled Europe and US.

The decline in OECD Europe oil demand
is the result of the debt problems on the con-
tinent leading to a slowing economy.

The EU ‘RED" directive, which mandates
the share of renewables to reach 20 per cent
of total energy use by 2020, will affect next
year’s total oil demand across Europe. North
America’s oil usage is expected to be almost
flat. The US will be the wild card for the oil
demand forecast this year as well.

The product that will affect the total

demand estimate is gasoline. Prices and slow
economic activity are the factors that are put-
ting the transportation sector’s fuel use in a
stagnant state.

Furthermore, the OECD Pacific, mainly
Japan, will continue to show a slight increase
of 0.8 per cent, as a result of the economic
recovery from the 2011 earthquake devasta-
tion and the shutdown of the nuclear power
plants.

Finally, normal efficiency trends, higher
energy taxes, energy conservation, efficiency,
alternative fuels and other factors are also con-
tributing to the decline in OECD demand.

As a result, OECD demand is forecast to
decline by only 160,000 b/d y-0-y in 2013, to
average 45.3m b/d.

. “World oil demand is
forecast to continue to

grow during 2013, to reach

800,000 b/d y-o-y and
average 89.5m b/d.”

China’s oil demand in 2013 will be mar-
ginally lower than this year, as the country’s
GDP estimate is low to start with. An upward
risk does exist, since the country’s economy
might perform better than anticipated. Most
economic sectors are expected to perform
strongly, calling for increased energy usage.

The sectors that will affect energy demand
the most are the transportation, industrial and
agricultural ones. As seen in 2012, China is
expected to contribute the most to world oil
demand growth in 2013.

China’s apparent oil demand is forecast
to grow by 400,000 b/d y-0-y in 2013, which
is 50,000 b/d lower than the estimate for the
current year.

India and the Middle East are estimated to
show annual oil demand growth of 100,000
b/d and 170,000 b/d, respectively, in 2013.
As was the case in 2012, the transport, con-
struction and petrochemical sectors will be the
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main drivers behind the strong Middle East oil
demand next year as well.

India’s GDP has declined during the course
of the year, and next year’s GDP is forecast at
6.4 per cent.

OPEC’s world oil demand forecast for 2013
is based on the following assumptions:

World GDP will grow at a slightly slower

rate than last year.

Oil prices will have animpact on transport

fuel demand.

Normal weather is assumed.

The US economy is expected to stabilize;

however, the rest of the OECD economies

are facing some turbulence.

US oil demand is expected to be flat; but it

willremainasawild cardin2013 oildemand.

OECD economic movements will provide

a major amount of uncertainty.

Further domestic price and tax hikes are

expected in most of the non-OECD area.

Further policies directed towards a reduc-

tioninenergy use will take place next year

worldwide.

Most governments will place an emphasis

on energy conservation and increase the

use of alternative fuel.

The Chinese economy is forecast to grow

at 8.0 per centin 2013, down slightly from

2012.

The Middle Eastern economy is expected

to slow slightly next year, compared with

this year.

Various factors will slightly reduce oil

demand growth in Other Asia and Latin

America, such as price subsidy-removal,

fuel-switching and energy-conservation

programmes.

There will be a stronger utilization of

nuclear and coal-power plants.

The continued shutdown of most of Japan’s

nuclear power plants is assumed.

The world will see a strong movement

towards the use of smaller, more economi-

cal vehicles, such as hybrid and electric
cars.

Most of the growth in oil usage will be in

the transport, industrial and petrochemi-

cal sectors.

Thereis awide range of uncertainty affect-
ing next year’s oil demand forecasts. This sug-
gests the need for two more scenarios for an
upper and alower range for oil demand growth.

The ‘upper’ range is forecast at 1.0m b/d,
which will reflect settlement in oil prices, strong
demand growth in the US, improvements in
OECD Europe’s economies and a serious recov-
ery in Japan.

It is suggested that a quick recovery in
the US economy, along with a stronger dollar,
will lead to cheaper oil for US consumers. A
healthy US economy will speed up other non-
OECD economies as well, such as the Middle
East, Other Asia and Latin America.

One important factor that might affect
world oil demand is the price of natural gas.
The Japanese nuclear power plant shutdowns
could be prolonged until the end of next year,
leading to further crude- and fuel oil-usage in
conventional power plants.

The ‘pessimistic’ approach suggests lower
oil demand growth of 650,000 b/d, reflecting
a delay and more turbulence in the economic
recovery within OECD countries, which might
spill over to other economies. Highergasoline
prices would have a reflex effect on US motor-
ists. Strong retail petroleum product prices
would suppress transport fuel consumption,
mostly in the OECD.

Weaker gasoline consumption alone could
trim at least 100,000 b/d from the expected
oil demand growth next year. China's and
India’s efforts to remove price subsidies and
place more taxes on fuel would put a dent in
oil usage, mainly for transport fuel.

If the winteris warm, then a further decline
in winter products will be seen. Should natu-
ral gas prices in 2013 show a further decline,
then fuel oil consumption would decrease
worldwide as a result of further fuel-switching,

especially during a strong winter.

World oil supply

Preliminary figures indicate that global oil
supply averaged 89.72m b/d in June, around
100,000 b/d lower than in the previous month.

The estimated decrease was driven by an OPEC
crude oil output decline. OPEC crude is esti-
mated to have a 35 per cent share in global
supply, steady from the previous month. The
estimate is based on preliminary data from
non-OPEC supply, estimates for OPEC NGLs
and OPEC production are derived from sec-
ondary sources.

Meanwhile, non-OPEC oil supply is forecast
to average 53.06m b/d in 2012, an increase
of 670,000 b/d over 2011, indicating a minor
upward revision of 10,000 b/d from the pre-
vious report.

Upward revisions have affected the supply
forecasts for the US, Canada, Mexico, Thailand
and South Africa, while the oil supply pro-
jections for Norway, Other Western Europe,
Indonesia, Vietnam, Brazil, Colombia and
Azerbaijan were revised down.

On a quarterly basis, non-OPEC supply in
2012 is seen to stand at 53.24m b/d, 52.76m
b/d, 52.86m b/d and 53.38m b/d, respectively.

The non-OPEC supply forecastin 2012 con-
tinues to be associated with a high degree of
risk, due to various factors, such as political,
technical and weather-related issues, mainte-
nance and decline rate developments.

OECD oil supply is expected to average
20.78mb/din 2012, whichis 690,000 b/d higher
than in 2011 and represents an upward revision
of 60,000 b/d from the previous month.

US supply has been revised up by 30,000 b/d
from the previous assessment to stand at 9.69m
b/d, constituting a rise of 670,000 b/d in 2012,
the highest growth amongall non-OPEC countries.

The 2012 supply forecasts for Canada and
Mexico have been revised up by 30,000 b/d
and 10,000 b/d, respectively. Canada’s oil sup-
ply is expected to increase by 220,000 b/d in
2012 to average 3.78m b/d, while Mexico’s oil
supply is seen to average 2.91m b/d.

Norway's oil supply forecast for 2012 has
been revised down by 5,000 b/d from the pre-
vious report. The country’s output is forecast to
average 1.95m b/din 2012, a decline of 80,000
b/d from the previous year.

The UK’s oil supply is expected to drop by
90,000 b/d in 2012, compared with the previ-
ous year, unchanged from the previous month.



Other Asia’s oil supply is forecast to
average 3.67m b/d in 2012, an increase of
40,000 b/d over 2011, constituting a down-
ward revision of 10,000 b/d from the previous
report.

Indonesia’s supply is seen to average
980,000 b/d in 2012, a decline of 40,000 b/d
from last year. On the other hand, Vietnam’s
supply outlook has been revised up. It is now
seen as averaging 380,000 b/d in 2012, an
increase of 30,000 b/d over last year.

Latin America’s oil supply is projected to
increase by 130,000 b/d in 2012 to average
4.87m b/d, representing a downward revision
of 40,000 b/d from the previous month.

Brazil's oil supply is expected to increase
by 100,000 b/d in 2012 to average 2.74m b/d,
a downward revision of 30,000 b/d from the
previous report.

Colombia’s oil supply is forecast toincrease
by 60,000 b/d in 2012 to average 990,000
b/d, indicatinga downward revision of 10,000
b/d from the previous month.

The FSU's oil supply is expected to aver-
age 13.37m b/d in 2012, constituting growth
of 120,000 b/d over the previous year and a
minor downward revision of 10,000 b/d from
the previous report.

Russia's oil supply is seen to average
10.34mb/d in 2012, which is 70,000 b/d more
than in the previous year and unchanged from
the last report.

Accordingto preliminary data, Russia’s oil
supply averaged 10.31m b/d in June, relatively
steady from the previous month.

China’s oil supply is expected to average
4.22m b/d in 2012, an increase of 80,000
b/d over 2011 and steady from the previous
month. China’s output in May averaged 4.19m
b/d, steady from the previous month and the
same month last year.

However, cumulative production till May
2012 indicates a decline from the figure for
the same period in 2011.

Looking at projections for 2013, non-OPEC
oil supply next year is expected to increase by
920,000 b/d over 2012 to average 53.98m
b/d. Tts overall growth trend is expected to
continue in 2012, supported by North America,

Latin America and the FSU and partly offset by
declines in OECD Europe.

On a quarterly basis, non-OPEC supply
in 2013 is expected to average 53.62m b/d,
53.59m b/d, 53.95m b/d and 54.75m b/d,
respectively.

Total OECD oil supply is forecast to average
21.13m b/d in 2013, representing an increase
of 350,000 b/d over 2012. Expected supply
growth from the US, Canada and Australia is
seen to offset the declines anticipated in other
OECD countries.

On a quarterly basis, OECD oil supply
in 2013 is expected to average 21.02m b/d,
2098m b/d, 21.03m b/d and 21.48m b/d,
respectively.

North America’s oil supply is predicted to
increase by 470,000 b/d in 2013 to average
16.85m b/d. The anticipated growth from the
US and Canada is expected to offset the pro-
jected decline in Mexico.

Theriskassociated with the North American
supply forecast remains on the high side, given
the effect of weather conditions, decline rates
and technical and economic issues.

On a quarterly basis, North America’s oil
supply in 2013 is seen to stand at 16.62m
b/d, 16.73m b/d, 16.86m b/d and 17.18m b/d,
respectively.

US oil supply is expected to average
10.07m b/d in 2013, an increase of 370,000
b/d over 2012. This increase will be the high-
est among all non-OPEC countries and at the
highest annual level since 1986.

The outlook in 2013 is supported by the
anticipated healthy onshore shale develop-
ments, aided by rising investment.

Biofuel production is projected to provide
further support to US output in 2013 to meet
the renewable fuel requirements. US NGL sup-
ply is also seen to increase in 2013.

Onaquarterly basis, US oil supply in 2013
is expected to average 9.91m b/d, 10.02m b/d,
10.05m b/d and 10.28m b/d, respectively.

Canada’s oil supply next year is forecast to
grow by 170,000 b/d over 2012 to average 3.95m
b/d. This will be the second-highest growth level
among all non-OPEC countries next year, sup-

ported by both oil sands and shale projects.

Ona quarterly basis, Canada’s oil supply in
2013 s predicted to average 3.84mb/d, 3.89m
b/d, 3.98m b/d and 4.09m b/d, respectively.

Mexico's oil supply is forecast to average
2.83m b/d in 2013, a decline of 80,000 b/d
from 2012.

Ona quarterly hasis, Mexico's oil supply in
2013 is expected to average 2.87m b/d, 2.82m
b/d, 2.83m b/d and 2.81m b/d, respectively.

Total OECD Western Europe oil supply is
seento fall by 140,000 b/d from 2012 to aver-
age 3.76m b/d in 2013. Declines are predicted
for all the major OECD Europe producers, with
quarterly figures expected at 3.90m b/d, 3.72m
b/d, 3.68m b/d and 3.77m b/d, respectively.

Norway'’s oil supply is forecast to decline

. “Preliminary figures
indicate that global oil

supply averaged 89.72m

b/d in June, around

100,000 b/d lower than in

the previous month.”

by 80,000 b/d over 2012 to average 1.88m
b/d in 2013.

On a quarterly basis, Norway's oil supply
in 2013 is seen to average 1.97m b/d, 1.86m
b/d, 1.80m b/d and 1.88m b/d, respectively.

The UK’s oil supply is anticipated to aver-
age 990,000 b/d in 2013, a drop of 50,000
b/d from 2012. The expected annual produc-
tion level in 2013 will be the lowest since 1977.

On a quarterly basis, UK oil supply is
expected to stand at 1.04m b/d, 970,000 b/d,
950,000 b/d and 1.00m b/d, respectively.

Denmark’s oil supply is estimated to decline
by 20,000 b/d from 2012 to average 180,000
b/d in 2013.

Other Western Europe’s oil supply is seen
to remain steady in 2013, compared with this
year, to average 700,000 b/d.

The OECD Pacific’s oil supply is projected
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to average 530,000 b/d in 2013, indicating
growth of 20,000 b/d from this year.

On a quarterly basis, total oil supply from
the Asia Pacific in 2013 is estimated to aver-
age 500,000 b/d, 530,000 b/d, 540,000 b/d
and 530,000 b/d, respectively.

Australia’s oil output is forecast to
increase by 30,000 b/d in 2013 to average
450,000 b/d.

Onaquarterly basis, Australia’s oil supply in
2013 is seen to stand at 420,000 b/d, 460,000
b/d, 470,000 b/d and 450,000 b/d, respectively.

New Zealand’s oil supply is estimated to
decline by 10,000 b/d over 2012 to average
80,000 b/d in 2013.

Total developing countries’ oil supply
is projected to average 12.67m b/d in 2013,
representing growth of 300,000 b/d over
this year. The increase will come mainly from
Latin America, supported by growth in Brazil
and Colombia, followed by the Middle East
and Other Asia, while Africa’s supply is seen

to remain steady during the year.

“Total OPEC crude oil .

production averaged 31.36m
b/d in June, representing

a decline of 106,000 b/d,
compared with the previous

month, according to
secondary sources.”

However, a high level of risk and uncer-
tainty surrounds the developing countries’
forecast, including political, technical, price,
decline-rate and weather issues.

On a quarterly basis, total oil supply in
the developing countries in 2013 is forecast
to average 12.48m b/d, 12.52m b/d, 12.75m
b/d and 12.94m b/d, respectively.

Other Asia’s oil supply is expected to

increase by 50,000 b/d over 2012 to average
3.72m b/d in 2013. Malaysia’s supply is seen
to lead this growth and average 690,000 b/d,
an increase of 40,000 b/d over 2012.

India’s supply is expected to increase by
30,000 b/d in 2013 over this year and aver-
age 930,000 b/d, while Vietnam’s supply is
seen to average 390,000 b/d, an increase of
10,000 b/d over 2012.

Indonesia’s oil supply is expected to
decline by 30,000 b/d in 2013 to average
940,000 b/d, while Thailand’s supply is fore-
cast to decline by 10,000 b/d to average
330,000 b/d.

Onaquarterly basis, Other Asia’s oil supply
in 2013 is seen to stand at 3.68m b/d, 3.71m
b/d, 3.73m b/d and 3.75m b/d, respectively.

Latin America’s oil supply is projected to
increase by 190,000 b/d over 2012 to aver-
age 5.06m b/d in 2013. This is supported by
Brazil and Colombia, while other countries’
supply within the region is seen to decline.

Colombia’s oil supply is expected to expe-
rience healthy growth of 70,000 b/d over 2011
toaverage1.07mb/din 2013, while Argentina’s
supply is seen to decline by 30,000 b/d to aver-
age 690,000 b/d.

On a quarterly basis, Latin America’s
oil supply in 2013 is seen to average 4.96m
b/d, 499m b/d, 5.11m b/d and 5.18m b/d,
respectively.

Brazil's oil supply is expected to aver-
age 2.88m b/d in 2013, indicating growth of
140,000 b/d over the previous year

On a quarterly basis, Brazil's oil supply in
2013 is expected to average 2.79m b/d, 2.81m
b/d, 2.92m b/d and 2.98m b/d, respectively.

The Middle East's oil supply is seen to
increase by 50,000 b/din 2013 to average 1.55m
b/d. This is supported by anticipated growth in
Oman, Bahrainand Yemen, while Syria’s il sup-
ply is seen to remain steady next year.

Oman’s oil supply is expected to rise by
20,000 b/d in 2013 to average 930,000 b/d,
while Bahrain's supply is expected to rise
by 10,000 b/d in 2013 to average 230,000
b/d. Yemen’s oil supply is estimated to
increase by 30,000 b/d in 2013 to average
190,000 b/d.

Syria’s oil supply is projected to aver-
age 210,000 b/d in 2013, steady from this
year. This assumes that a partial return of
the shut-down production will begin in the
second half of next year. However, the risk to
Yemen's and Syria’s forecasts remains high,
given the ongoing political situation, as well
as limited data.

On a quarterly basis, the Middle East’s oil
supply in 2013 is expected to stand at 1.51m
b/d, 1.51m b/d, 1.56m b/d and 1.62m b/d,
respectively.

African oil supply in 2013 is forecast to
average 2.35m b/d, an increase of 10,000
b/d over 2012. Qil supply from Chad, Congo,
Egypt, Gabon and South Africa is expected to
remain steady in 2013, with just minor declines
of 10,000 b/d each. Qil supply from Ghana,
Uganda and Cameron is forecast to increase.
The Sudans’ oil supply is seen to increase by
20,000 b/d in 2013.

On a quarterly basis, total oil supply in
Africa in 2013 is estimated to average 2.33m
b/d, 2.32m b/d, 2.35m b/d and 2.39m b/d,
respectively.

The FSU's total oil supply is forecast
to average 13.54m b/d in 2013, represent-
ing an increase of 170,000 b/d over 2012.
The expected growth will come from Russia,
Kazakhstan and ‘Other FSU".

On a quarterly basis, total oil supply in the
FSU in 2013 is expected to average 13.46m
b/d, 13.45m b/d, 13.55m b/d and 13.70m b/d,
respectively.

0il Supply from China is seen to
increase by 60,000 b/d in 2013 to average
4.28m b/d.

Other Europe’s oil supply should remain
steady in 2013 and average 150,000 b/d.

Russian oil supply is projected to increase
by 50,000 b/d in 2013 to average 10.39m b/d.
However, the risk to the Russia supply forecast
is one of the highest among non-OPEC pro-
ducers and the price environment will be an
important factor.

On a quarterly basis, Russian supply
in 2013 is seen to average 10.36m b/d,
10.37m b/d, 10.40m b/d and 10.41m b/d,
respectively.



Kazakhstan's oil supply is expected to
average 1.72m b/d in 2013, indicating an
increase of 100,000 b/d over the previous
year.

On a quarterly basis, Kazakhstan's oil
supply in 2013 is expected to stand at
1.66m b/d, 1.67m b/d, 1.73m b/d and 1.82m
b/d, respectively.

Azerbaijan’s oil supply is estimated to aver-
age 960,000 b/d in 2013, flat from this year.

On a quarterly basis, Azerbaijan’s oil sup-
ply in 2013 is estimated to average 980,000
b/d, 950,000 b/d, 950,000 b/d and 970,000,
b/d respectively.

Oil supply for ‘FSU Others’ is projected to
average 470,000 b/d in 2013, an increase of
20,000 b/d over this year.

China’s oil supply is projected to grow by
60,000 b/d in 2013 to average 4.28m b/d.

On a quarterly basis, oil supply in Chinain
2013 is expected to stand at 4.30m b/d, 4.27m
b/d, 4.26m b/d and 4.28m b/d, respectively.

OPEC oil production

Total OPEC crude oil production averaged
31.36m b/d in June, representing a decline
of 106,000 b/d, compared with the previous
month, according to secondary sources.
OPEC crude oil production in the month,
excludinglIraq, averaged 28.38m b/d, a drop of
170,000 b/d over the same period. Iran, and
Angola led the crude oil output decrease, while
crude oil output from Irag, Kuwait, and Libya
experienced the largest increases in June.
Output of OPECNGLs and non-conventional
oils are estimated to grow by 350,000 b/d in
2012 to average 5.67m b/d. In 2013, produc-
tion is projected to increase by 240,000 b/d
to average 5.91m b/d. The expected growth in
2013 is seen to come mainly from Algeria, Iran,
Nigeria, Qatar, Saudi Arabia and the UAE.

Downstream activity

Product market sentiment became bullish
in June in the Atlantic Basin, with gasoline

strengthening on the back of tightening sup-
ply sentiment, amid additional requirements
for the driving season, which, along with the
drop in crude prices, caused the margins to
increase in that area.

However, in Asia, the margins contin-
ued depressed, due to disappointing naphtha
demand from the petrochemical sector and
rising supplies in the region.

The margin for West Texas Intermediate
(WTI) crude on the US Gulf Coast showed a
slightincrease of 30¢ to stand at around $26/b
in June, similar to the previous month, on the
back of the positive developments seen mainly
at the top of the barrel, with the gasoline crack
strengthening.

Despite the deterioration in domes-
tic demand, the US market continued to be
supported by export opportunities to Latin
America, with diesel exports hitting a record
level during May.

The European product market became bull-
ish, with gasoline gaining momentum over the
previous month, as sentiment was supported by
higher requirements for summer driving, mainly
tothe US, where the market tightened on a lack
of supplies from the US Gulf Coast market.

On the other hand, middle distillates and
fuel oil strengthened, on the back of a tight
market brought about by a drop in domestic
refinery runs.

Another supportive factor was the marked
contraction in crude prices, and the cracks
exhibited a sharp improvement across the prod-
uct slate. This allowed the European refining
margin to jump to $7.5/b, representing a gain
of almost $3 on the previous month, the high-
est margin seen in several months.

Light distillates continued losing ground in
Asia, mainly due to rising supplies, with lower
demand exerting pressure on the gasoline and
naphtha markets, causing their cracks to fall
to the lowest level this year, despite the drop
in the Dubai crude price.

On the distillates and fuel oil side, the
Asian market remained balanced in a tighter
environment, due to the lower inflows and
stronger regional demand. However, this posi-
tive development could not offset the loss at

the top of the barrel, and Singapore refinery
margins showed a slight loss of 40¢ to aver-
age $2.0/b during June.

Despite weak domestic demand, US refin-
eries continued theirupward trend in June, with
export opportunities continuing to lend sup-
port. This, along with weakening crude prices,
encouraged refiners to keep run-levels high.

US refinery runs averaged 92.2 per cent
of capacity in June, 4.2 per cent higher than
in the previous month and hitting a five-year
high. This was despite the shutdown of some
refineries in the region.

Even at this refining level, distillates and
gasoline inventories continued below the five-
year average, due to high export levels from the
US to markets worldwide, mainly Latin America.

European refiners continued to operate
at moderate throughputs, in response to dete-
riorating margins, maintenance and closures.
Refinery runs stood at around 77 per cent in
May.

During June, the marked contraction in
crude prices had a hand in product mar-
ket developments and the margins became
healthier.

However, later, the trend started to correct
itself and, considering that the demand-side
fundamentals are still bearish, refiners are
expected to keep moderate run-levels, despite
the return from maintenance.

The Asian refinery maintenance season
continued and there was an unplanned shut-
down of units in the region. This, along with
the demand growth, continued slowing down
developments in the region and caused refin-
eries to reduce runs from the high levels seen
in the previous quarter, falling from above 90
per cent to around 86 per cent.

Japanese throughputs remained at around
68 per cent of capacity in June.

US gasoline demandincreased by around
80,000 b/d from the previous month to
stand at 8.9m b/d in June. However, this
level represented a drop of 150,000th/d
from the same month a year earlier.

US gasoline demand picked up during
the month to reach 8.9m b/d for the first
time this year. This positive performance
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coincided with the driving season and allowed
gasoline to continue to hover near recent highs.

The market continued to be supported by
solid demand from Latin America and the sum-
mer driving season.

Middle distillate demand stood at around
3.7m b/d in June, decreasing by 20,000 b/d
from the previous month and marking a loss of
230,000 b/d from the same month a year ago.

Middle distillates managed to maintain the
margin levels of the previous month, as stronger
import requirements from South America off-
set weakening domestic demand and rising
supplies.

Higher diesel requirements from South
America, mainly from Chile, Ecuador and Peru,
continued to lend support, while distillate
stocks in the US continued falling, to hit a low
level of 118m b at the end of the month.

Healthy exports to Latin America have
increasingly been supporting the diesel mar-
ket in the US and US distillate exports to Latin
America and the Caribbean hit a record level of
more than 720,000 b/d in April, according to
some sources’ estimates based on monthly data
fromthe US Energy Information Administration.

Product market sentiment recovered in
Europe, with the tightening Atlantic Basin prod-
uct market fuelling bullish sentiment to distil-
lates and cracks improving across the barrel.
The marked contraction in crude prices also
played arole in product market developments.

The European gasoline market gained
momentum over last month, as sentiment was
supported by higher requirements for summer
driving, mainly on strong demand to export car-
goes to the US, where the market tightened on
a lack of supplies from the US Gulf Coast.

News about unscheduled unit shutdowns
at some US Gulf Coast refineries caused the
Atlantic Coast to continue increasing trans-
atlantic cargoes from northwest European
refineries.

Additionally, despite the weak domes-
tic demand and lower exports to Africa, the
European market was also supported by the
supply side, due to the closure of a UK refinery.

The naphtha market continued weak in

June, due to the lackluster demand from the
petrochemical industry.

Asian refineries increased supplies after
finishing maintenance and poor light distil-
late demand caused cracking margins to lose
momentum. This was despite the drop in crude
oil prices and the continued strengthening seen
in the middle and at the bottom of the barrel.

Oil trade

Preliminary data showed that US crude imports
inJune 2012 increased by 248,000 b/d t09.10m
b/d, representing a 2.8 per cent increase from
the previous month and a 1.5 per cent decrease
y-0-y. Year-to-date, crude imports declined
slightly by 1.3 per cent.

US product imports for the same month
increased by 281,000 b/d to 2.2m b/d, 14.3
per cent higher m-o-m, yet 12 per cent lower
than in the previous year. Product imports in a
year-to-date comparison saw a larger decline
than crude, estimated at 23 per cent.

US product exports saw a minor increase
of 2.4 per cent, totaling 2.9m b/d. Y-0-y, they
showed an increase of 12.6 per cent.

Accordingly, net US oil imports increased
in June by 460,000 b/d to 8.4m b/d, around
5.8 per cent higher m-o-m, but 8.4 per cent
lower y-0-y.

Japan’s crude oil imports in May fell by 9.1
per cent to 3.6m b/d m-o-m. Crude imports
increased by 16 per cent for the same month.

Product imports declined by 50,000 b/d,
or 7.7 per cent, from levels seen in April 2012.
However,a19.6 per centincrease has been reg-
istered in this sector compared with the previ-
ous year.

Product exports for the same period
increased by five per cent m-o-m to average
477,000 b/d andincreased by 6.2 per cent y-o0-y.

Consequently, Japan's net oil imports
decreased by 432,000 b/d, or 10.5 per cent,
from a month earlier to reach 3.7m b/d in May.
Nevertheless, annual figures have shown an
increase of 564,000 b/d.

China’s crude oil imports reached a record

levelin May, increasing by 585,000 b/d, or 10.8
per cent, from the previous month to a total of
6.0m b/d. Y-0-y, Chinese imports have grown
by 18.2 per cent, an increase of 929,000 b/d.
Year-to-date, China crude oilimports increased
by 10.4 per cent.

The country’s crude oil exports rebounded
in May after the previous month’s decline, aver-
aging 42,000 b/d, while compared with fig-
ures seen in May last year, total crude exports
increased by 30,000 b/d.

Product imports increased by 11.4 per cent
in May to reach a level of 853,000 b/d m-o-m.
Y-0-y, a decline of 224,000 b/d, or 20.8 per
cent, was registered.

China’s product exports saw an increase of
25.1 per cent over the previous month to aver-
age 527,000 b/d, while y-o-y they decreased
by 26.2 per cent.

China’s net oil imports increased by
537,000 b/d to average 6.31m b/d, or 9.3 per
cent, in May 2012, compared with a month
before. In an annual comparison, they gained
862,000 b/d, or 15.8 per cent.

India’s crude oilimports declined in May by
122,000 b/d, or 3.4 per cent, over the previous
month to 3.5m b/d. However, they achieved a
gain of 5.9 per cent over the previous year.

While product imports fell by 64,000
b/d, or 19 per cent, m-o-m, they increased by
22,000 b/d, or 8.7 per cent, y-0-y to average
272,000 b/d.

India’s product exports declined by 48,000
b/d, or 4.6 per cent, m-o-m, while the decrease
was 29.7 per cent y-0-y.

This resulted in a decline in India’s net oil
imports by 138,000 b/d, or 4.8 per cent, from
the previous month. In comparison to a year
ago, they increased by 30.2 per cent.

Total FSU crude exports dropped by
463,000 b/d to average 6.4m b/d, after
reaching a record level in April 2012. Russian
pipeline crude exports dropped by 147,000
b/d, or 3.3 per cent, m-o-m to average
4.4m b/d.

Total FSU products exports declined in
May by 6.4 per cent, or 619,000 b/d, to stand
at 9.1m b/d.



Stock movements

US total commercial oil stocks rose for a sec-
ond consecutive month in June, increasing by
10.8m b to end the month at 1,098.1m b, the
highest level since August 2011.

Thus, stocks stood at 17.0m b, or 1.6 per
cent, above the level of a year ago, while the
surplus on the five-year average was 31.5m b,
or three per cent.

The build was attributed mainly to prod-
ucts, as they increased by 12.5m b, while crude
abated the build, declining by 1.7m b.

In June, US commercial crude oil stocks
fell by 1.7m b, after five consecutive months
of increases, to end the month at 382.9m b.
However, despite this, they remained 24.4m b,
or 6.8 per cent, above the same time last year,
representing a surplus of 39.3m b, or 11.4 per
cent, on the five-year average.

The build came from strong crude oil refin-
eryinputs, increasing by nearly 460,000 b/d to
average 15.6m b/d. This level is also higher, by
450,000 b/d, than the same time a year ago.

In June, US refineries operated at 92.1 per
cent, which was 0.2 per cent higher thanin the
previous month and 4.1 per cent above the same
month last year.

An increase in crude oil imports in June
from the previous month, averaging 9.1m b/d,
limited the draw on crude oil stocks.

Onthe products side, the picture was mixed.
Otherunfinished products, propylene, gasoline
and residual fuel saw builds, while distillates
and jet fuel oil experienced drops. Gasoline
stocks reversed the huge stock-draws of the
past four months and increased by 1.5m b to
stand at 205.0m b.

Despite this build, they were 10.2m b, or
4.7 per cent, below last year’s level and 7.1m
b, or 3.3 per cent, below the five-year average.

The build in gasoline reflected mainly
a healthy level of exports, as both apparent
demand and production went up. Indeed, gas-
oline demand for June, based on weekly data,
rose by around 123,000 b/d to an average of
8.9m b/d.

Distillate stocks continued to fall, follow-
ing six consecutive months of decline, and they
have now lost more than 32.0m b since the
beginning of the year. At 120.0m b, they were
25.9m b, or 18 per cent, below the same period
last yearand 24.2m b, or 17 per cent, below the
seasonal norm.

This drop came mainly on the back of
stronger exports, averaging 1.1m b/d. Healthy
demand also contributed to the decline in dis-
tillate stocks, as higher production limited the
decrease.

Distillate demand exceeded 3.8m b/d for
the last two weeks of June, while overall output
rose to 4.7m b/d, alleviating some pressure on
the distillate market.

Residual oil stocks reversed the downward
trend of the last two months and rose by 4.0m
b to end June at 35.0m b/d, while jet fuel oil
stocks fell by 2.0m b from the previous month
to stand at 37.8m b.

In Japan in May, commercial oil stocks in
rose for the third consecutive month, by 6.4m
b to stand at 179.1m b, the highest level since
May 2011.

With this build, they reduced the deficit with
a year ago to 0.7 per cent from 4.6 per cent a
month earlier. This build also helped switch the
deficit with the five-year average to a surplus
of 0.4 per cent.

Japanese commercial crude oil stocks grew
furtherin May, increasing by 4.0m b to stand at
107.5m b. This build came mainly from lower
crude throughput, which declined by 377,000
b/d, or 10.7 per cent, to an average of 3.2m b/d.

Refineries in Japan were running at 70.4
per cent, which was 8.4 per cent lower than in
the previous month, but much higher — 7.6 per
cent — than the same period last year.

It should be highlighted that direct crude
burning in power plants continued to spike,
averaging 308,000 b/d, more than the level
in May 2011.

Japan’s total product inventories rose for
the second consecutive month, by 2.4m b, to
end May at 71.6m b, the highest level since
November.

With the exception of distillates, which
saw a build, all products remained almost
unchanged. Distillate stocks rose for the sec-
ond month running, by 2.5m b, to end May at
29.7m b, the highest level since the beginning
this year.

Allcomponents of distillates experienced a
build, with the biggest attributed to kerosene,
which increased by 16.6 per cent, followed by
jet fuel and gasoil, with rises of 5.9 per cent
and 3.8 per cent, respectively. Gasoline stocks
remained unchanged in May, ending the month
at 14.1m b.

Residual fuel oil stocks saw a minor dropin
May, reversing the build of last month to stand
at16.8mb, while naphthainventories remained
unchanged in May from a month earlier and
ended the month at 10.9m b.

In Singapore, at the end of May, product
stocks fell for the third consecutive month, by
500,000 b, to end the month at 38.0m b.

Within products, the picture was mixed;
middle and light distillates saw a drop, while
fuel oil stocks increased.

At89m b, light distillate stocks ended May
1.5m b lower than in the previous month, while
middle distillate stocks finished May at 8.8m b,
which was 100,000 b lower than the previous
month, standing at 3.8m b.

Fuel oil stocks reversed the stock-draw of
the previous month and rose by 1.0m b, end-
ing May at 20.3m b.

Product stocks in the Amsterdam, Rotter-
dam, Antwerp (ARA) area at the end of May fell
slightly by 200,000 b, ending the month at 31.0m
b, the lowest level since the end of last year.

Within products, gasoline, naphtha and
fuel oil saw builds, while gasoil and jet fuel oil
witnessed declines. Gasoline stocks rose by
500,000 b to 5.8m b, naphtha inventories saw
a build of 300,000 b, ending May at 1.2m b,
fuel oil stocks increased by 900,000 b in May
to stand at 4.7m b, gasoil stocks fell for the sec-
ond consecutive month, by 900,000 b, ending
May at 16.9m b, the lowest level since the end
of last year, and jet fuel stocks fell by 900,000
b to stand at 2.3m b. HH
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z
; World demand 2007 2008 2009 2010 2011 1Q12 2Q12 3Q12 4Q12 2012 1Q13 2Q13 3Q13 4Q13 2013
; OECD 493 47.6 456 46.2 456 45.6 445 459 457 454 457 442 456 456 453
- North America 25.5 24.2 233 23.8 235 231 232 23.7 235 234 232 231 23.6 23.6 234
8 Western Europe 15.5 154 147 146 143 13.7 13.7 144 139 139 13.5 13.5 141 13.6 13.7
- Pacific 84 80 7.7 7.8 79 88 7.6 7.8 84 81 89 7.6 79 84 82
'E“ Developing countries 24.8 256 262 27.0 27.8 27.8 282 287 286 283 283 287 29.2 29.1 2838
FSU 40 41 4.0 42 43 4.2 41 45 48 44 43 4.2 46 49 4.5
Other Europe 08 08 07 07 07 07 07 O7 08 07 07 07 07 08 07
China 76 80 83 90 94 95 100 98 100 98 98 104 102 10.3 102
(a) Total world demand 86.5 86.1 848 870 878 878 875 89.6 89.8 88.7 88.8 88.2 90.4 90.6 89.5
Non-OPEC supply
OECD 19.8 193 194 195 20.1 21.0 208 206 208 208 21.0 21.0 210 215 21.1
North America 143 139 144 150 155 164 164 163 164 164 166 16.7 169 17.2 16.8
Western Europe 49 47 44 41 41 41 39 37 39 39 39 37 36 38 338
Pacific 06 06 06 05 05 05 05 05 05 05 05 05 05 05 05
Developing countries 12.2 12.4 12.7 126 126 124 122 124 12,5 124 12,5 12,5 12.7 129 127
FSU 12.6 13.0 13.2 133 13.3 134 133 13.4 135 13.4 13.5 13,5 13.5 13.7 13.5
Other Europe 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
China 3.8 3.8 41 41 41 42 4.2 4.2 43 42 43 4.3 43 43 43
Processing gains 2.0 2.0 2.1 2.1 2.1 2.2 2.2 2.2 2.2 2.2 2.2 2.2 2.2 2.2 2.2
Total non-OPEC supply 50.3 51.1 52.3 52.4 524 532 528 529 534 531 53.6 53.6 539 548 54.0
OPEC NGLS and non-conventionals 4.1 43 50 53 53 55 56 57 59 57 59 59 59 60 59
(b) Total non-OPEC supply 544 55.4 573 57.7 57.7 58.7 58.4 586 59.2 587 59.5 59.5 50.9 60.7 59.9
and OPEC NGLS
OPEC crude supply and balance
OPEC crude oil production? 30.2 31.3 288 29.2 298 31.2 315
Total supply 84.6 86.7 86.0 869 87.5 899 89.9
Balance? -1.9 06 13 -01 -03 21 24
Stocks
OECD closing stock levelm b
Commercial 2554 2679 2641 2670 2601 2649
SPR 1524 1527 1564 1561 1532 1531
Total 4079 4206 4205 4230 4133 4180
QOil-on-water 948 969 919 871 825 787
Days of forward consumption in OECD
Commercial onland stocks 54 59 57 58 57 60
SPR 32 33 34 34 34 34
Total 86 92 91 93 91 94
Memo items
FSU net exports 86 88 92 91 90 91 92 89 87 90 91 93 90 88 9.1
[(@) = (b)] 32.1 306 275 293 301 291 29.1 31.0 30.6 29.9 293 287 30.5 29.9 296
1. Secondary sources. Note: Totals may not add up due to independent rounding.
2. Stock change and miscellaneous.
Table A above, prepared by the Secretariat’s Petroleum 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 1 and 2 on page 155, while
% Graphs 1 and 2 on page 156 show the evolution on a weekly basis. Tables 3 to 8 and the corresponding graphs on pages 157-158
w;v show the evolution of monthly average spot prices for important products in six major markets. (Data for Tables 1-8 is provided
3 courtesy of Platt’s Energy Services.)
>
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Table 1: OPEC Reference Basket crude oil prices

2011
Crude/Member Country  June
Arab Light — Saudi Arabia 109.37
Basrah Light — Iraq 106.65
Bonny Light — Nigeria 117.27
Es Sider — SP Libyan A] 11484
Girassol — Angola 114.07
Iran Heavy — IR Iran 107.39
Kuwait Export — Kuwait ~ 106.65
Marine — Qatar 107.83
Merey* — Venezuela 99.92
Murban — UAE 112.06
Oriente — Ecuador 98.87
Saharan Blend — Algeria  115.74
OPEC Reference Basket ~ 109.04

Jul
111.61
109.87
119.69
117.69
116.63
110.34
109.33
110.34
103.26
11433
103.46
117.29

111.62

Aug
106.43
105.07
112.41
111.26
110.60
104.90
104.51
105.14

99.81
108.92
97.91
111.16

106.32

Sep
107.72
106.68
115.63
113.93
111.59
105.54
105.16
106.46

99.12
109.57
103.82
115.03

107.61

Oct

106.40

105.00

113.09

110.24

110.26

104.83

104.09

104.68

99.24

107.51

103.69

112.74

106.29

Nov

110.59

108.47

114.21

111.46

111.73

109.20

109.46

109.14

105.05

111.92

105.75

112.41

110.08

Dec

107.96

106.06

110.71

108.66

109.07

106.83

107.06

107.36

101.44

109.49

100.99

108.56

107.34

2012

Jan
112.82
110.21
113.08
111.28
113.01
111.77
112.00
110.65
107.77
113.03
104.11
111.43

111.76

Feb

118.01

116.21

122.36

120.26

120.51

116.51

116.79

116.99

109.26

119.31

112.44

120.36

117.48

Mar

123.43

121.96

127.98

126.03

126.30

122.46

122.32

122.80

112.07

125.61

118.26

126.13

122.97

Apr
118.94
116.26
122.36
120.71
121.32
117.78
11753
117.39
108.62
120.44
113.86
120.81

118.18

May
108.48
105.94
112.87
111.27
111.20
107.06
107.55
107.79
99.97
110.58
102.25
110.27

108.07

Jun
94.51
92.02
97.19
96.04
96.44
93.09
93.32
94.86
87.52
96.76
89.22
94.69

93.98

Weeks 22-26/12 (week ending)

Junl Jun8 Jun15 Jun22 Jjun29
102.77 97.10 96.21 92.63 91.41
99.97 95.14 93.60 89.90 88.78
106.22 101.08 99.04 94.51  93.46
104.71 99.93 97.89 9336 9231
104.66 99.84 98.44 93.95 92.97
101.51 95.40 95.06 91.22 89.94
102.03 95.49 9520 91.56 90.26
102.88 96.89 96.83 93.12 91.74
94.94 88.53 89.72 86.39 84.81
105.06 98.63 98.77 95.13  93.67
95.94 92.70 90.85 87.26 85.61
103.64 98.58 96.54 92.01  90.96
102.28 96.63 95.83 92.01 90.77

Table 2: Selected OPEC and non-OPEC spot crude oil prices

2011
Crude/Member Country  June
Minas — Indonesia* 116.28
Arab Heavy — Saudi Arabia 104.34
Brega — SP Libyan A) 115.94
Brent — North Sea 114.04
Dubai — UAE 107.77
Ekofisk — North Sea 116.01
Iran Light — IR Iran 110.45
Isthmus — Mexico 106.30
Oman — Oman 107.90
Suez Mix — Egypt 108.81
Tia Juana Light> — Venez. 104.28
Urals — Russia 111.68
WTI — North America 96.21

Jul
121.71
107.55
118.79
116.89
109.99
118.49
113.78
108.62
110.41
112.08
106.66

114.90

Aug
117.03
103.23
112.36
110.46
104.96
112.22
107.28
101.06
105.30
106.33

99.24

109.25

Sep
113.32
103.18
115.03
113.13
106.31
114.27
108.47
104.05
106.65
107.56
102.17

110.39

97.14 86.30 85.60

Oct

110.01

102.40

111.34

109.44

104.13

111.42

107.12

105.18

104.96

104.96

103.40

108.10

86.45

Nov

117.85

108.67

112.56

110.66

108.94

111.76

109.42

111.54

109.30

107.73

109.64

110.54

Ol

Dec

114.35

106.61

109.76

107.86

106.43

109.01

107.06

110.27

107.28

104.15

108.28

107.31

98.58

2012

Jan
120.41
111.73
111.18
110.58
109.86
112.25
109.76
110.02
110.91
106.91
108.04
109.91

100.30

Feb

126.31

116.21

119.86

119.56

116.17

121.02

117.05

114.42

117.15

115.60

112.36

118.50

102.35

Mar

133.85

121.84

125.73

125.33

122.47

126.48

122.83

120.46

122.92

119.34

118.41

122.41

106.31

Apr
130.15
116.62
120.11
119.71
117.30
120.59
117.35
116.04
117.44
114.58
114.07
117.69

103.35

May
120.21
106.89
110.57
110.27
107.71
111.24
107.69
107.20
107.76
106.21
105.16
109.21

94.45

Jun
104.83
92.67
95.49
95.19
94.44
95.96
93.35
93.16
94.49
90.46
91.48
93.81

82.33

Weeks 22-26/12 (week ending)

Jun1l Jun8 Jun15 Jun22 Jun29
114.01 108.56 107.89 101.70 100.29
101.62 94.49 94.71 91.02 89.63
104.04 99.38 9734 92.81 91.76
103.74 99.08 97.04 92.51 91.46
102.62 96.25 96.47 92.81 91.43
105.12 100.49 98.30 93.54 92.52
101.34 96.97 95.52 91.40 90.41
100.01 9572 94.23 91.72 90.76
102.69 96.34 96.55 92.83 91.43
99.25 94.28 9239 88.36 87.68
98.13  94.00 92.53 90.06 89.12
102.14 97.03 95.48 91.39 90.73
87.78 84.41 83.25 81.15 80.32

Note: As per the decision of the 109" ECB (held in February 2008), the OPEC Reference Basket (ORB) has been recalculated including the Ecuadorian crude

Oriente retroactive as of October 19, 2007. As per the decision of the 108" ECB, the ORB has been recalculated including the Angolan crude Girassol, retroactive
January 2007, As of January 2006, monthly averages are based on daily quotations (as approved by the 105" Meeting of the Economic Commission Board). As of
June 16, 2005 (ie 3W June), the ORB has been calculated according to the new methodology as agreed by the 136" (Extraordinary) Meeting of the Conference. As
of January 2009, the ORB excludes Minas (Indonesia).
* Upon the request of Venezuela, and as per the approval of the 111" ECB, BCF-17 has been replaced by Merey as of January 2009. The ORB has been revised

as of this date.

1. Indonesia suspended its OPEC Membership on December 31, 2008.

2. TiaJuana Light spot price = (TJL netback/Isthmus netback) x Isthmus spot price.
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; Secretariat’s assessments.

OPEC bulletin 6-7/12

-
wui
w



Graph 1: Evolution of the OPEC Reference Basket crudes, 2012 $/b
140
s Saharan Blend e Girassol Merey
Oriente Bonny Light — e Fs Sider
130 e [ran Heavy Arab Light Marine

Murban

e Uwait Export =~ e Bisrg Light
e OPEC Basket

Market Review

110

100

90

80
Mar 30 Apr 6 13 20 27 May 4 11 18 25 Jun 1 8 15 22 29

week 13 14 15 16 17 18 19 20 21 22 23 24 25 26

Graph 2: Evolution of spot prices for selected non-OPEC crudes, 2012
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a Note: As per the decision of the 109" ECB (held in February 2008), the OPEC Reference Basket (ORB) has been recalculated including the Ecuado-

E rian crude Oriente retroactive as of October 19, 2007. As per the decision of the 108" ECB, the basket has been recalculated including the Angolan

o crude Girassol, retroactive January 2007. As of January 2006, monthly averages are based on daily quotations (as approved by the 105" Meeting of
the Economic Commission Board). As of June 16, 2005 (ie 3W June), the ORB has been calculated according to the new methodology as agreed by

156 the 136" (Extraordinary) Meeting of the Conference. As of January 2009, the ORB excludes Minas (Indonesia).

Upon the request of Venezuela, and as per the approval of the 111" ECB, BCF-17 has been replaced by Merey as of January 2009. The ORB has
been revised as of this date.



Table and Graph 3: North European market — spot barges, fob Rotterdam

premium

2011 June
July
August
September
October
November
December

2012 January
February
March
April
May
June

Note: Prices of premium gasoline and diesel from January 1, 2008, are with 10 ppm sulphur content.

103.26
108.51
104.01
104.01
97.59
95.62
96.97

105.24
113.65
118.32
114.47
113.01
112.84

122.89
129.13
123.58
123.64
117.08
112.81
112.46

119.63
129.29
141.01
136.16
136.04
135.35

gasolie o gny et kero
142.97 127.63 130.51
144.91 131.17 133.69
140.81 125.79 127.58
141.87 126.27 126.83
141.74 129.10 127.57
147.62 131.75 131.30
141.25 124.00 124.89
146.65 128.11 129.31
147.70 126.21 134.66
150.70 134.60 139.12
148.07 130.63 137.97
147.38 128.90 136.75
145.45 128.71 134.59

104.58
107.87
101.09
100.41
100.41
103.47
102.11

106.12
112.44
118.27
113.63
111.73
109.69

98.87
102.35
98.83
99.27
99.30
100.69
97.12

105.81
109.08
111.72
109.00
106.83
105.79

reg unl 87 —iesel fuel oil 1%S

naphtha m— rem 100ppm m— et kero fuel oil 3.5%S
160
150
140 e —
130 /\
120
110
100
90
80
70
Jun  Jul  Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2011 2012

Table and Graph 4: South European market — spot cargoes, fob Italy $/b

premium
gasoline

2011 June
July
August
September
October
November
December

2012 January
February
March
April
May
June

101.18
106.54
102.08
102.04
95.47
93.51
94.06

102.08
111.13
115.82
114.59
112.19
112.18

50ppm

84.23
84.41
88.62
88.35
87.79
86.41
87.10

87.88
88.75
90.56
88.65
88.50
86.85

diesel

ultra light

81.28 105.06
82.14 108.16
85.53 101.24
85.50 111.51
83.52 115.30
83.43 119.66
83.47 112.24
83.81 116.29
84.68 115.17
88.34 120.25
85.23 115.51
84.42 113.63
84.21 111.15

97.87
101.55
97.69
99.63
100.19
103.15
102.06

107.13
108.85
111.81
107.89
105.88
105.45

Table and Graph 5: US East Coast market — spot cargoes, New York

m— prem 50ppm fuel 0il 1.0%S
naphtha — diesel fuel oil 3.5%5S

140
130
120
110

100

90 B

> A e
80/

70
60

Jun Jul  Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2011 2012

$/b, duties and fees included

2011 June
July
August
September
October
November
December

2012 January
February
March
April
May
June

93.90
93.96
97.45
97.40
96.62
95.67
96.15

96.59
97.42
99.79
94.80
94.06
93.97

118.83
126.99
119.58
116.67
115.80
110.87
110.58

118.47
127.49
133.29
128.82
128.32
126.73

gasoil

124.10
128.47
123.15
122.21
123.52
128.14
120.86

127.88
134.42
134.89
130.82
129.86
129.25

Source: Platts. Prices are average of available days.

jet kero

128.57
132.28
127.25
125.13
125.48
129.71
122.78

131.82
136.97
138.26
136.35
136.12
136.05

119.48
123.81
114.16
113.68
117.07
118.84
113.50

121.47
123.49
130.15
127.16
126.24
125.46

101.18
102.17
97.80
98.26
99.30
100.94
96.31

103.16
110.21
113.94
109.04
108.53
106.96

naphtha et kero reg unl 87
— 0 350i fuel oil 0.3%S LP fuel oil 2.2%S
150

140
130
120 e — ==
110
100
90
80

70
Jun  Jul  Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2011 2012

157



jet kero

129.32
132.92
127.84
125.50
125.80
129.69
121.94

131.13
136.24
138.38
135.75
134.05

94.18
95.17
90.80

91.26
92.24
93.92
89.31

96.27
103.16
106.94
102.52
100.59

z Table and Graph 6: Caribbean market — spot cargoes, fob
S
; gasoil
- 2011 June 101.92 76.07
e July 107.88 76.88
- August 102.33 78.98
© September 99.67 77.25
= October 99.12 76.12
November 94.19 77.10
December 96.65 76.61
2012 January 105.30 77.10
February 112.09 72.09
March 116.41 72.79
April 115.28 71.94
May 113.98 70.98
June 112.80 70.02

131.90

99.88

fuel oil
2.8 per centS

93.13
94.12
89.75
90.20
91.19
92.61
87.86

94.62
101.52
105.16
103.23
102.38
100.58

— 23501 fuel oil 2.0%S
naphtha m— et kero m— fuel 0il 2.8%S
150
140
130
120
110
T—
100
90
80 s—
T~
70 —
60
Jun  Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2011 2012

Table and Graph 7: Singapore market — spot cargoes, fob

premium  premium

gasoline  gasoline

unl 95 unl 92

2011 June 101.90 120.33 117.76
July 105.97  126.01  123.27
August 103.00 122.85 119.75
September 103.49 124.36 122.06
October 96.19 121.93 119.90
November 95.25 112.86 111.17
December 98.61 113.86 111.51

2012 January 104.82 123.99 120.80
February 114.29 130.70 128.63
March 119.33 136.64 134.48

April 115.70 13535  130.22

May 115.05 135.02 129.19

June 113.18 134.45 127.86

diesel
ultra light
127.73
129.83
125.29
124.38
122.89
129.39
125.12

129.98
134.55
138.08
134.55
134.00
131.73

jet kero

126.89
129.24
124.89
123.53
123.25
127.99
122.87

126.70
132.46
136.18
132.98
130.48
129.29

103.62
107.26
105.51
105.42
105.82
110.76
105.72

114.37
115.93
117.85
116.60
115.37
115.14

fuel oil
380 Cst
101.33
103.78
101.08
101.23
102.08
105.89
102.52

110.79
112.87
114.99
110.57
110.56
110.12

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

e fuel 0il 180 Cst
=== el 0il 380 Cst

— diesel
m— et kero

m— prem unl 95
naphtha = prem unl 92

150

140

130

120

110

100

—/r//‘*:
7/

90
80
70
60

Jun Jul
2011

Oct Nov Dec Jan Feb Mar Jun

2012

Aug  Sep Apr  May

gasoil

2011 June 100.74 123.44

July 104.65 125.94

August 101.06 120.24

September 101.31 120.02

October 94.85 118.99

November 94.18 125.59

December 96.76 121.12

2012 January 102.73 125.92

February 111.22 130.54

~ March 115.92 133.72

=2 April 115.31 131.27

b May 115.27 130.05

g June 114.76 128.31
3

E) Source: Platts. Prices are average of available days.
s}
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jet kero
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Forthcoming events

Offshore northern seas (ONS), August 28-31, 2012, Stavanger,
Norway. Details: ONS, PO Box 175, NO-4001 Stavanger, Norway. Tel: +47
51 84 90 40; fax: +47 51 55 10 15; e-mail: info@ons.no; www.ons.no.

Fundamentals of oil and gas agreements, August 29, 2012, L ondon,
UK. Details: IBC Global Conferences, The Bookings Department, Informa
UK Ltd, PO Box 406, West Byfleet KT14 6WL UK. Tel: +44 207 017 55
18; fax: +44 207 017 47 15; e-mail: energycustserv@informa.com; web-
site: www.ibcenergy.com.

Bunkering disputes, August 29-30, 2012, Singapore. Details:
Conference Connection Administrators Pte Ltd, 105 Cecil Street #07-02,
The Octagon, 069534 Singapore. Tel: +65 6222 0230; fax: +65 6222
0121; e-mail: info@cconnection.org; website: www.cconnection.org.

Powerindustry India, August 30-31, 2012, New Delhi, India. Details:
ITE Group plc, Oil and Gas Division, 105 Salusbury Road, London NW6
6RG, UK. Tel: +44 207 596 5233; fax: +44 207 596 5106; e-mail: oil-
gas@ite-exhibitions.com; website: ite-exhibitions.com.

Improving the healthcare of oil and gas fields, September 2-6,
2012, Dubai, UAE. Details: Society of Petroleum Engineers, Dubai
Knowledge Village, Block 17, Offices SO7-S09, PO Box 502217, Dubai,
UAE. Tel: +971 4 390 3540; fax: +971 4 366 4648; e-mail: spedub@
spe.org; website: www.spe.org.

Mathematical methods in fluid dynamics and simulation of giant
oil and gas reservoirs, September 3-5, 2012, Istanbul, Turkey.
Details: Society of Petroleum Engineers, Dubai Knowledge Village,
Block 17, Offices SO7-S09, PO Box 502217, Dubai, UAE. Tel: +971 4
390 3540; fax: +971 4 366 4648; e-mail: spedub@spe.org; website:
WWW.SPE.Org.

Production sharing contracts and international petroleum fis-
cal systems module II, September 3-7, 2012, Singapore. Details:
Conference Connection Administrators Pte Ltd, 105 Cecil Street #07-02,
The Octagon, 069534 Singapore. Tel: +65 6222 0230; fax: +65 6222
0121; e-mail: info@cconnection.org; website: www.cconnection.org.

SPE/SEG joint applied technology workshop: giant fields moni-
toring — Are we doing it right? September 4-5, 2012, Dubai, UAE.
Details: Society of Petroleum Engineers, Dubai Knowledge Village, Block
17, Offices SO7-S09, PO Box 502217, Dubai, UAE. Tel: +971 4 390 3540;
fax: +971 4 366 4648; e-mail: spedub@spe.org; website: www.spe.org.

10t International exhibition of technologies for distribution and
effective use of gas, September 4-6, 2012, Moscow, Russia. Details:
ITE Group plc, Oil and Gas Division, 105 Salusbury Road, London NW6
6RG, UK. Tel: +44 207 596 5233; fax: +44 207 596 5106; e-mail: oil-
gas@ite-exhibitions.com; website: ite-exhibitions.com.

Pacific petroleuminsiders, September 6-7,2012, Singapore. Details:
Conference Connection Administrators Pte Ltd, 105 Cecil Street #07-02,
The Octagon, 069534 Singapore. Tel: +65 6222 0230; fax: +65 6222
0121; e-mail: info@cconnection.org; website: www.cconnection.org.

46" PetroArabian — PetroAfricanus dinner, September 10, 2012,
Geneva, Switzerland. Details: Global Pacific Partners, Suite 7, 4 Montpelier
Street, Knightsbridge, London SW7 1EE, UK. Tel: +44 207 589 7804; fax: +44
207 589 7814; e-mail: babette@glopac.com; website: www.petro21.com.

6th Annual European gas supply and infrastructure, September
10-11, 2012, Vienna, Austria. Details: Platts, 20 Canada Square, Canary
Wharf, London E14 5LH, UK. Tel: +44 207 1766142; fax: +44 207 176
8512; e-mail: cynthia_rugg@platts.com; website: www.events.platts.com.

9t" MidEast-North Africa-Mediterranean upstream conference,
September 10-11, 2012, Geneva, Switzerland. Details: Global Pacific
Partners, Suite 7, 4 Montpelier Street, Knightsbridge, London SW7 1EE,
UK. Tel: +44 207 589 7804; fax: +44 207 589 7814; e-mail: babette@
glopac.com; website: www.petro21.com.

Asia Pacific summit, September 10-12, 2012, Singapore. Details:
CWC Associates Ltd, Regent House, Oyster Wharf, 16-18 Lombard Road,
London SW11 3RF, UK. Tel: +44 207 978 000; fax: +44 207 978 0099;
e-mail: sshelton@thecwcgroup.com; website: www.thecwcgroup.com.

Well and reservoir management: oil and gas field monitoring,
September 10-12, 2012, Doha, Qatar. Details: Society of Petroleum
Engineers, Dubai Knowledge Village, Block 17, Offices SO7-S09, PO
Box 502217, Dubai, UAE. Tel: +971 4 390 3540; fax: +971 4 366 4648;
e-mail: spedub@spe.org; website: www.spe.org.

Oil and gas project and operations management, September 11-13,
2012, London, UK. Details: Energy Institute, 61 New Cavendish Street,
London W1G 7AR, UK. Tel: +44 207 467 7116; fax: +44 207 580 2230;
e-mail: jwarner@energyinst.org.uk; website: www.energyinst.org.uk.

Smart power Europe, September 11-13, 2012, Prague, Czech
Republic. Details: IBC Global Conferences, The Bookings Department,
Informa UK Ltd, PO Box 406, West Byfleet KT14 6WL UK. Tel: +44 207
017 55 18; fax: +44 207 017 47 15; e-mail: energycustserv@informa.
com; website: www.ibcenergy.com.

Asia refining congress, September 17, 2012, Singapore. Details:
Terrapinn Holdings Ltd, First Floor, Modular Place, Turnberry Office
Park, 48 Grosvenor Road, Bryanston 2021, South Africa. Tel: +27 11
516 4000; fax: +27 11 463 6000; e-mail: enquiry.za@terrapinn.com;
www.terrapinn.com.

Energy from waste, September 17-18, 2012, London, UK. Details:
SMi Group Ltd, Unit 122, Great Guildford Business Square, 30 Great
Guildford Street, London SE1 OHS, UK. Tel: +44 207 827 6000; fax:
+44, 207 827 6001; e-mail: client_services@smi-online.co.uk; website:
www.smi-online.co.uk.

The oil and gas MBA, September 24, 2012, London, UK. Details:
IBC Global Conferences, The Bookings Department, Informa UK Ltd,
PO Box 406, West Byfleet KT14 6WL UK. Tel: +44 207 017 55 18; fax:
+44 207 017 47 15; e-mail: energycustserv@informa.com; website:
www.ibcenergy.com. HH
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OPEC Bulletin

is published ten times/year and a subscription costs $70. Subscription commences with the current issue (unless otherwise requested) after receipt of

payment.

[ I wish to subscribe to the OPEC Bulletin for a one-year period

OPEC Monthly Oil Market Report

Published monthly, this source of key information about OPEC Member Country output also contains the Secretariat’s analyses of oil and product
price movements, futures markets, the energy supply/demand balance, stock movements and global economic trends. $525 for an annual subscription

of 12 issues.

™ I wish to subscribe to the MOMR for a one-year period 1 Please send me a sample copy

OPEC Annual Statistical Bulletin 2012

This 104-page book, including colour graphs and tables, comes with a CD-ROM featuring all the data in the book and more (for Microsoft Windows only).
The book with CD-ROM package costs $85.

O Please send me ........c.c.... copies of the OPEC Annual Statistical Bulletin 2012 (book plus CD-ROM)

OPEC Energy Review

contains research papers by international experts on energy, the oil market, economic development and the environment.

Available quarterly only from the commercial publisher.

For details contact: Blackwell Publishing Ltd, 9600 Garsington Road, Oxford OX4 2DQ, UK. Tel: +44 (0)1865 776868; fax: +44 (0)1865 714591;

e-mail: jnlinfo@blackwellpublishers.co.uk; www.blackwellpublishing.com. Subscription rates for 2011: Europe, print €493, online €493, print and online
€567; UK, print £388, online £388, print and online £447; rest of world, print $761, online $761, print and online $876; Americas, print $652, online
$652, print and online $750.

Sh]pp]ng addreSS (please print in block letters): InVOICIHg add F@SS (i different from shipping address):
Name: Name:

Address: Address:

How to pay:

Invoice me 3 Credit card O (Visa, Eurocard/MasterCard and Diners Club)

Credit card company: Credit card no: Expiry date:
Holder: Signature:

Please mail this form to:

PR & Information Department or telefax to:

OPEC Secretariat PR & Information Department

Helferstorferstrasse 17, A-1010 Vienna, Austria +43 1211 12/5081

All prices include airmail delivery.




OPEC offers a range of publications that reflect its activities. Single copies and subscriptions can be obtained by contacting
this Department, which regular readers should also notify in the event of a change of address:

PR & Information Department, OPEC Secretariat
Helferstorferstrasse 17, A-1010 Vienna, Austria
Tel: +43 1 211 12-0; fax: +43 1 211 12/5081; e-mail: prid@opec.org

To order, please fill in the form

OPEC Annual Statistical
Bulletin 2012

104-page book with CD

Single issue $85

The CD (for Microsoft

Windows only) contains all

the data in the book and

much more.

« Easy to install and display

» Easy to manipulate and
query

« Easy to export to spread-
sheets such as Excel

OPEC Monthly Oil Market OPEC Energy Review

Report

OPEC Energy Review

Organization of the Petroleum Exporting Countrics

Monthly Oil Market Report

July 2012

¢ Crude oil and product
prices analysis

scription rates for 2011:

c ?{Iember Country output Print  Online
18Ures Europe € 493 493 567
» Stocks and supply/ UK £ 388 388 447
demand analysis Restof world § 761 761 876
Americas $ 652 652 750

Annual subscription $525

(12 issues) Orders and enquiries:

Blackwell Publishing Journals,
9600 Garsington Road,
Oxford OX4 2DQ, UK.

Tel: +44 (0)1865 776868

Fax: +44 (0)1865 714591
E-mail: jnlinfo@
blackwellpublishers.co.uk
www.blackwellpublishing.com
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