
Photo: Woodside



3 | businessnews.com.au  February 12, 2018  2 businessnews.com.au | February 12, 2018

Energy deals spur hopes for new projects

Chinese LNG total imports in the month 
of November were 53 per cent higher than 
a year earlier, EnergyQuest said.

Similarly, energy giant Shell’s annual 
review of LNG markets showed Chinese 
demand from all countries grew by about 
12mt in 2017, more than double what had 
been the previous consensus forecasts.

Shell predicted a gap between LNG 
supply and demand that could be more 
than 200mtpa by 2035.

All that has given some cause for opti-
mism there will be a pick up in oil and gas 
activity in Western Australia.

Three recent deals also hold promise for 
potential development activity.

The most significant was Woodside 
Petroleum’s move to acquire a 50 per cent 

share of the Scarborough project, 220 
kilometres offshore of Exmouth, from US 
producer Exxon.

The price tag was $US444 million 
($570 million), with a further payment 
of $US300 million contingent on a final 
investment decision.

Woodside had held 25 per cent of the 
project, while BHP holds the remainder.

Japanese conglomerate Mitsui & Co has 
bid about $600 million to acquire Syd-
ney-based energy player AWE, with that 
company’s main asset the Waitsia onshore 
gas field in the Perth Basin.

The field is already producing for the 
domestic gas market, with a major expan-
sion planned.

The outcome of that bid will be known 
by the end of the month, unless the offer 
is extended.

A third deal was by new player Western 
Gas, which bought the Equus fields from 
US-based Hess Corporation for an undis-
closed sum.

HORSEPOWER:  Andrew Leibovitch (left) and Will Barker are hoping to move the Equus project right along. Photo: Attila Csaszar

The fields, off the north-west coast, con-
tain about 2 trillion cubic feet of gas.

Equus could be used for domestic gas 
or backfill an existing LNG operation, 
according to Western Gas director Will 
Barker.

“Alternately, we’re looking at concepts 
around small scale floating LNG,” Mr 
Barker said.

“What we’re driven by is securing the 
market and developing the project as soon 
as possible.”

About $1.5 billion had already been 
spent on the development of Equus by 
Hess, he said, with 21 exploration wells 
drilled and front-end engineering work 
completed.

Western’s approach has been focused 
on ‘rightsizing’ the development plans, 
shiftng from a design capacity of 400mcf 
per day to be about half that.

Project financing and economics 
should be finalised in coming weeks, 
with the team to begin work on attracting 

F E AT U R E

GROWTH in Australian LNG 
exports to China last year alone 
would have powered nearly 10 mil-

lion homes, a sign of just how significant 
increasing demand from that country will 
be in years ahead.

According to data from consultancy 
EnergyQuest, Australian exports to China 
increased about 5 million tonnes last year 
to be 17.5mt.

2tcf 
EQUUS GAS RESERVES

Matt Mckenzie 
matthew.mckenzie@businessnews.com.au

@Matt_Mckenzie_

OIL & GAS

China’s rising LNG demand has coincided with a flurry of deals, highlighting 
potential for a turnaround in WA’s oil and gas sector.
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 We’re encouraged by the transactions 

that have happened … with AWE, with 

Scarborough  - Andrew Leibovitch
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financing and potential customers in this 
quarter.

Western Gas director Andrew Leibo-
vitch said the project was development 
ready, and the company was aiming for a 
final investment decision by 2019-20 and 
first gas to be in 2023.

“We’re encouraged by the transactions 
that have happened … with AWE, with 
Scarborough,” Mr Leibovitch said.

“We think our timing has been very 
good, trying to get development in a 
market where … the WA market does need 
more gas domestically.

“It’s a very good time to be trying to pro-
vide another supply source.”

A challenge will be that the project 
includes a number of fields, potentially 
adding to cost.

Mr Barker said one factor that would 
make Equus easier to move forward 
was that Western had 100 per cent 
ownership.

“We don’t have the joint venture con-
flicts of differing portfolio strategies and 
timeframes,” he said.

Woodside’s Scarborough could benefit 
from minimal joint venture conflicts too, 
with the company’s Browse development 
having previously been held up by debate 
between alliance partners about how best 
to roll out the project.

Wood Mackenzie analyst Saul Kavonic 
said Scarborough had probably been 
Woodside’s best acquisition in a decade.

“There’s significant value on the table 
for Woodside shareholders by making use 
of the existing infrastructure footprint 
they have,” he said.

“The challenge to it has always been, 
for third-party gas, negotiating with 
different joint ventures is exceptionally 
difficult,” Mr Kavonic said.

“With this deal, Woodside has secured 
control and alignment on one of the last 
large viable gas fields offshore WA.”

He said Scarborough might even get 
ahead of Browse as the company’s next 
priority project.

Wood Mackenzie has estimated that a 
development of Scarborough via infra-
structure at Burrup would be one of the 
lowest cost pre-final investment decision 
LNG projects in the world.

There are about 8.5tcf of contingent 
resources in the Scarborough fields. 

Woodside has already flagged the 
Scarborough development will likely be 
through its Pluto LNG plant, potentially 
via an expansion, while it is also investi-
gating connecting Browse to the North 
West Shelf Venture plant for backfill. 

A further project which could feature 
on Woodside’s radar will be Sunrise, in the 
Timor Sea, with the Australian govern-
ment signing a treaty with Timor Leste in 
early March to agree to borders and poten-
tial revenue sharing for the project.

Mr Kavonic said the LNG market would 
rebalance earlier than expected in the 
next decade as demand grew faster than 
some had forecast it would last year.

He said Mitsui’s proposed purchase 
of AWE also signalled exciting things to 

come in WA, particularly because there 
had been three bidders for the business.

AWE’s Waitsia was probably the only 
commercially viable domgasdiscovery in 
the state in the past five years, according 
to Wood Mackenzie’s research.

Mr Kavonic said contracting for a poten-
tial stage two development at Waitsia, 
which would produce about 100 tera-
joules of gas per day, would be important 
for determining prices in the domestic 
market in the next decade.

A very motivated operator keen to secure 
contracts might have accepted lower 
prices, lowering expectations, he said.

New ownership would bring capital and 
potentially more patience.

In AWE’s half-yearly results briefing, 
chief executive David Biggs said evalua-
tion of tenders for front-end engineering 
work on Waitsia was under way, but mar-
keting for potential gas sales agreements 
was on hold until after the acquisition was 
resolved.

Mitsui is also an investor (with French 
business Engie) in Simply Energy, which 
is planning an entry into the WA domestic 
gas market. 

More opportunities 
Another potential development is at 

Darwin LNG, with part owner Santos flag-
ging three options that could contribute 
to backfill or support a second processing 
train.

The Bayu-Udan field in the Timor Sea, 
which currently supplies Darwin LNG, is 
being drilled with infill wells, with first 
gas expected later this year.

The Barossa field is the lead candidate 
for backfill, according to Santos, with 
front-end engineering to be finished by 
June.

There was a recent two-well appraisal 
campaign for Barossa, with a final invest-
ment decision anticipated in late 2019.

A development study has been started 
at the Petrel-Tern field.

Notable
Other moves in the pipeline could create 

potential.
Andrew Forrest’s Squadron Energy is a 

major shareholder of a new business called 
Australian Industrial Energy, which plans 
to build an LNG regasification terminal in 
New South Wales, potentially to ship prod-
uct from WA’s market.

Squadron is working on a Canning Basin 
exploration project with Goshawk Energy. 

Mr Leibovitch and Mr Barker are direc-
tors of Goshawk.

Analysts are also speculating Santos 
may be interested in acquiring privately 
owned Quadrant Energy, which produces 
oil and domestic gas in WA, in a deal that 
might be worth $4 billion.

• Big jump in demand 
from China driving 
optimism for LNG

• Three major 
acquisitions show 
potential  for projects

• Woodside’s 
Scarborough could 
leapfrog Browse on 
priority list

• Western Gas pursuing 
fast development of 
Equus

Key takeaways
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Tide turning for contractors

A maintenance hub for LNG vessels in WA is one of numerous opportunities for oil and gas 
services businesses.

LOCAL maintenance of the LNG tank-
ers that carry Western Australian gas 
to global markets could be a cost com-
petitive new industry if a business idea 
by a major global shipbuilder comes to 
fruition.

The concept is just one example of the 
opportunities for oil and gas service pro-
viders, who are reporting an increasingly 
positive outlook for the sector after years 
in rough waters.

Representatives from Spanish ship-
builder Navantia toured facilities in Perth 
recently in a visit organised by WA senator 
Linda Reynolds to get a grasp of the poten-
tial for undertaking tanker maintenance.

Navantia met industry representatives 
and financial dealmakers.

$16.8m 
FEDERAL FUNDING 
FOR ONSLOW BASE 

Further work is to be done in coming 
months scoping out support from LNG 
businesses, although there is a hope that 
up to one in 10 of the vessels transporting 
the chilled fuel might eventually be main-
tained in WA.

Business News understands such a 
maintenance facility would cost a few 
hundred million dollars, with the poten-
tial for government co-investment if the 
operation also doubled as a location for 
the upkeep of defence vessels.

Henderson or even a port in the Pilbara 
could play home to such a site, according 
to Navantia Australia chairman Warren 
King.

Mr King told Business News initial dis-
cussions had been positive, although an 
investment would be some way off.

“We were very encouraged … (we’re) look-
ing to take that further,” he said.

“There is quite likely a market for LNG 
tanker overhaul in WA, but we need to do 
more work.”

Mr King said Navantia already under-
took considerable work in the LNG vessel 
space.

A Henderson-based operation would 
bring a few benefits, with the company 
recently opening a post in the area to 
manage maintenance of two new defence 
resupply tanker vessels.

Some of the maintenance for the two 
tankers would be done in Henderson.

Most, however, would be on the east 
coast.

Mr King said the movement of Collins 
class submarine maintenance to the west, 
in addition to other defence initiatives, 
opened the door to possible collaboration 
for funding an integrated maintenance 
facility.

By contrast, a Pilbara base would not 
benefit from the potential for defence 
applications, but it would be much closer 
to the existing routes of LNG transport 
vessels.

Despite an oft-cited criticism that WA 
can’t compete in manufacturing because 
of wages, Mr King cited numerous exam-
ples of countries with high labour costs 
working successfully in the maritime 
sector.

South Korea, Japan and Singapore had 
similar labour costs to Australia, yet were 
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Contract wins, past 12 months - a selection
Contractor Project Date Scope Client

Base Marine Greater Enfield – Supply base work Technip

Greater Enfield – Logistics coordination Woodside Petroleum

Enermech Prelude October 17 Service hose & fittings Shell

Prelude March 17 Pipe and riser 
precommissioning work Technip 

Icon Engineering Greater Enfield December 17 Subsea rig interface Woodside Petroleum

Ferrand January 18 Wellhead installation Woodside Petroleum

Legeneering Australia Australia Oil June 17 Maintenance Woodside Petroleum

MMA  Offshore Greater Enfield – Marine logistics Woodside Petroleum

GWF-2 – Marine logistics Woodside Petroleum

Monadelphous Prelude July 17 Pipeline fabrication Technip

Karratha Gas September 17 Plant life extension Woodside Petroleum

Ichthys June 17 Power plant works JKC Australia LNG

NWSV, Pluto June 17 Maintenance Woodside Petroleum

Ichthys June 17 Cryogenic tanks Kawasaki Heavy 
Industries

Ichthys May 17 Offshore maintenance Inpex

Nexans Greater Enfield July 17 Umbilical and accessories OneSubsea

NTC Contracting Wheatstone February 18 Civil & earthworks Chevron

Sparrows Group Ichthys March 17 Maintenance, inspection, parts Inpex

UTEC Greater Enfield August 17 Survey and positioning Technip 

Wood Ichthys February 18 Brownfield engineering Inpex

Ichthys June 17 Subsea engineering integrity Inpex

GWF-2 June 17 Engineering support- subsea Woodside Petroleum

...your key to WA business
SEARCHENGINE
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involved in shipbuilding and maintenance, 
he said, while Spain was one of the world’s 
biggest players.

A bigger problem than labour rates 
would be that ships may need to divert 
hundreds of kilometres to be maintained 
in a place like Henderson, while a location 
like Singapore would generally be en route.

Baseload
For Base Marine, which operates the 

Exmouth supply base, two Woodside 
Petroleum projects, Greater Enfield and 
Greater Western Flank 2, are already pro-
viding work.

The base was built about five years ago 
before a big fall in oil prices.

Base Marine chief executive Nick Tutty 
told Business News he felt the market was 
definitely picking up after what had been 
a tough few years.

“In the past 12 months, we’ve felt that 
things are on the move again,” Mr Tutty 
said.

“(For) a lot of our small projects, work 
has come back.

and they get loaded on a boat and carted 24 
hours back over sea.”

A key trend was that exploration and 
development work was moving south 
along the coast over time, with much of 
that to be off Exmouth in future.

Vessel operator MMA Offshore is 
another player with an optimistic outlook, 
according to chief executive Jeff Weber.

That follows a period where the com-
pany sold assets and raised capital to pay 
down debt.

“There’s more and more talk about new 
developments, (but) there’s a lag between 
when oil companies start talking about 
doing something offshore and when we 

“We’ve also just signed a two-year con-
tract with Woodside, (for) the Greater 
Enfield project.

“We’re coordinating some of their logis-
tics through Exmouth for that.”

That would provide about two years 
worth of work, while Base Marine would 
also provide services to contractor Tech-
nip, which is working on Greater Enfield.

After that, Mr Tutty was optimistic 
about the potential for a project such as 
Woodside Petroleum’s Scarborough, which 
is off the coast of Exmouth.

Exmouth is one of four major supply 
bases servicing vessels in the offshore 
industry (see map).

Two of those bases are operated by Toll 
Group, at Dampier and Broome, after 
the big logistics chain bought both 
locations from MMA Offshore.

A new base opened last year at 
Beadon Creek in Onslow after a 
$125 million investment, with that 
facility operated by Kuwaiti busi-
ness Agility Logistics.

In October, the Onslow base 
was approved for $16.8 million 
of funding by the federal gov-
ernment through the Northern 
Australian Infrastructure facility, 
while in February a second stage 
of the project involving major 
dredging works earned an envi-
ronmental tick.

Mr Tutty said Base Marine felt comfort-
able despite the potential for competition.

“We’ve got very good relationships with 
our clients, we’ve got proximity to the fields 
and we don’t have to dredge to get vessels 
in,” he said.

“Proximity is everything.
“Time over water or time in helicopters 

is just high cost.
“(Before the Exmouth base) all the 

materials would come from Perth and go 
straight past Exmouth and up to Dampier, 
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start getting activity,” Mr Weber said.
“It’s still pretty tough out there at the 

moment, utilisations globally are (low).”
Utilisation would need to pick up before 

vessel rates could lift, he said.
MMA won work for Greater Enfield and 

Greater Western Flank 2, although that had 
been very competitive, Mr Weber said.

That would pick up in the second half of 
the year.

Environmental services contractor RPS 
is busy, according to chief executive, Aus-
tralia Asia-Pacific John Tompson.

Mr Tompson said a level of preliminary 
work was being done, such as oceano-
graphic and early environmental work.

“It hasn’t got to the stage yet of the 
seismic and drilling picking up, but 
they (oceanographic and environmental 
work) are typically the forerunners of the 
energy sector becoming more active,” he 
said.

Energy producers and explorers would 
need to meet work commitments to retain 
exploration blocks, Mr Tompson said.

“We think we’re at the bottom of the 
cycle … we’re anticipating things (will) 
start to improve,” he said.

“We’re seeing the early signs of that.”
To streamline the contracting process 

for clients, RPS is moving to a total 
service model, he said.

Icon Engineering managing 
director David Field said there were 
greenshoots throughout the time-
zone, with the company getting 
quite a few inquiries. 

The business won a contract in 
January, partnering with Norwe-
gian business Neodrill AS to install 
a wellhead for Woodside at Ferrand 
in the Carnarvon Basin. In Decem-
ber it secured a subsea rig interface 
job at Greater Enfield.

Mr Field said Icon’s focus had 
been on employing innovation to 

lower costs, with one move being using 
light vessels to pre-install equipment 
that would usually require use of a more 
expensive rig.

He said there had been considerable 
change in how the business did things 
compared with just a couple of years ago.

 In the past 12 

months, we’ve felt 

that things are on 
the move again  

- Nick Tutty
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 It’s not a huge wave just yet, but 

companies are now thinking about 

how to take advantage, bringing 

capability in – Bernadette Cullinane

$21bn work on offer as fields fade

OPPORTUNITY: Bernadette Cullinane says there will be a growing need for decommissioning services in the Asia Pacific.

HUNDREDS of oil and gas fields to be 
decommissioned in the next decade across 
the Asia-Pacific region will create billions 
of dollars of opportunities for contractors, 
with a number of initiatives already under 
way.

Decommissioning is the process to shut-
down a field and remove equipment such 
as platforms safely and with minimal envi-
ronmental impact after it reaches the end 
of its life.

Deloitte national lead, oil and gas, Berna-
dette Cullinane told Business News there 
would be about $21 billion of spending 
needed in Australia alone for decommis-
sioning work in coming decades.

Ms Cullinane will chair a panel on the 
topic at the Australasian Oil and Gas Expo 
this week.

“There are projects being decommis-
sioned even today … it’s not a huge wave just 
yet, but companies are now thinking about 
how to take advantage, bringing capability 
in,” she said.

“The opportunity for Australia is to build 
the supply chain, skills, infrastructure, capa-
bility and expertise here to be a leader in 
end-of-life-cycle management.”

A likely source of work in initial years 
would be Exxon’s Bass Strait operations, 
with the first platforms in that location 
installed more than four decades ago. 

Decommissioning costs would run into 
the hundreds of millions.

However, the sector will need to learn 
lessons from current decommissioning 
activities in the North Sea.

A recent research report by the federal 
government’s industry growth centre, 
National Energy Resources Australia, found 
Australia was the least competitive of 30 
comparable countries, Ms Cullinane said.

Rigs to reefs 
Henderson-based contactor Subcon is one 

business heavily involved in the decommis-
sioning sector, with the company running a 
program which turns used rigs into artificial 
reefs.

Subcon chief executive Matthew Allen 
told Business News about a dozen rigs had 
been repurposed by the company so far, 
including at the Port Coogee dive trail.

The technology had been developed in 
WA, he said.

“We’re advocating a model for decommis-
sioning where operators can repurpose their 
structures as artificial reefs by augmenta-
tion,” Mr Allen said.

That meant the rig would be modified in a 
way designed specifically to provide habitat, 
rather than pulling a structure out entirely.

They can then be used for recreational fish-
ing and diving or commercial                fishing.

Mr Allen said the business had worked 
with other stakeholders to secure align-
ment on the initiatives before it had 
approached operators, as opposed to it 
being led by operators.

“There’s broad community support for 
these projects,” he said.

He said about 600 platforms in WA’s time 
zone would be coming up for decommis-
sioning in the next 10 years or so. 

“There are certainly opportunities up in 
Asia to repurpose retired assets to support 
artisanal fishermen and commercial fish-
eries,” Mr Allen said.

Australian Petroleum Production and 
Exploration Association chief operating 
officer WA Stedman Ellis said the indus-
try group’s priorities would be to support 
a marine research program and building 
an inventory of projects that were due to 
reach the end of their lives.

The association supported a pitch to the 
federal government for a potential Cooper-
ative Research Centre initiative last year, 
although it was not successful.  

The program would look at the impact of 
decommissioned platforms and pipelines 
on marine life, for example, the degradation 
of different materials.

“It would allow operators to demon-
strate to regulators effectively what is 
the best way to approach decommission-
ing in different circumstances,” Mr Ellis 
said.

The research would support the industry 
in working with stakeholders, such as the 
fishing community, to get broad consensus 
over best practice.

Other considerations would be economic 
cost and benefit and the impact of decom-
missioning strategies on field life.

Regulators are also making moves to 
set up a framework for decommissioning 
projects.

Last year, the state government’s Depart-
ment of Mines, Industry, Safety and 
Regulation put out guidelines for work. In 
January, the federal government’s relevant 
department issued its own directions.

Mr Ellis said the default option in legis-
lation was for full removal of facilities, but 
there was still an option for in situ place-
ment where appropriate.

Another idea that has been floated is for 
the offshore installations to be used for 
renewables.
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Halliburton inks deal to drill dozens of Strike wells
08 Feb 2018 by Matt Birney
the oil and gas sector with one leading analyst last week potentially valuing the company’s 
flagship ... update this week, ASX-listed Strike Energy said it had signed a Memorandum 
of Understanding with oil and ... gas contractor Halliburton that gave the Houston-
headquartered corporate giant first right of refusal ...

Tap loses four directors
01 Feb 2018 by Tayler Neale
shareholder Risco Energy Investments appointed as replacements. The oil and gas explorer 
has cancelled

Po Valley in 3-way energy merger
23 Jan 2018 by Tayler Neale
Tayler Neale News Oil & Gas Perth-based oil and gas explorer Po Valley Energy has agreed 
to ...

Babylon to join ASX after $4.5m raising
09 Jan 2018 by Tayler Neale
company specialises in equipment rental for the oil and gas sector and diesel engine 
services, with ...

Saracen on track for gold target
17 Jan 2018 by Tayler Neale
becoming business hubs.” Mr Lisle said positivity around WA’s mining and oil and gas 
sector, an increase in ...

Conditions improving for industrial property 
17 Jan 2018 by Katie McDonald
WA’s mining and oil and gas sector, an increase in tenders, and key infrastructure 
commitments had ...

New players chasing finance deals as opportunities align
15 Jan 2018 by Mark Beyer
and gas producer AWE. Azure also worked on seven M&A transactions collectively worth 
$730 million. ... Maintenance Services and Tox Free Solutions. Macquarie is also advising 
Mineral Resources on its bid for oil ...

Kwik deal lands Jonesway Transport
28 Jan 2016 by Mark Pownall
Raiden up strongly on debut
23 Feb 2018 by Business News
board of Galicia Energy Corporation and Antilles Oil and Gas. ASX-listed SubZero Group 
was placed into ... Bellanhouse Lawyers Antilles Oil and Gas Galicia Energy Corporation 
Michael Davy ...
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