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THE VOICE OF THE 
OIL & GAS INDUSTRY

Triumphs and Travails 
Strong production figures mirroring last year’s output highs have continued to buoy spirits 
in Oman’s oil and gas industry during the first half of this year. – HE Salim bin Nasser al Aufy

Economics of Oil and Gas in Oman
The hydrocarbon sector accounted for 27.4 per cent of nominal GDP in 2016, dropping significantly 
from a contribution of 34.1 per cent in 2015 and 46.4 per cent in 2014.
 
Khazzan on track for �rst gas
Phase 1 of BP Oman’s Khazzan development is on track to deliver first gas by end 2017 producing 
1.0 billion cubic feet of gas a day (bcf/d). 

RENEWABLES:
the  future is bright

WITH POWER DEMAND GROWTH SOARING, SEVERAL ARAB COUNTRIES HAVE ANNOUNCED AMBITIOUS 
PROJECTS DESIGNED TO INCREASE THE SHARE OF RENEWABLES IN THE ENERGY MIX
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Orpic is firmly rooted in its commitment to support ICV initiatives across its operations that support 
business development, human capability development, and infuse stimulation in the Omani 
economy through the retention of maximum value in country.

In County Value

 Authentication (made 
     slairetam fo )namO ni

procured by Orpic;

 Development of Human 
Capital across all Orpic 
projects by ensuring at 
least %30 Omanisation.

 Communication of ICV 
achievements through 
dashboards to all key 
stakeholders.

Sustainable development 
of Omani Small & Medium 
Enterprises (SME’s) by 
supporting those directly 
linked to Orpic’s businesses.

www.orpic.om
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❱❱  Mr. Abdullah Al Harthy, 

Communication Executive Manager  

and Magazine Executive Editor

Greetings,

Into the third year of the debili-
tating downturn spawned by the 
collapse in international oil prices, 
Oman’s hydrocarbon sector contin-
ues to hold its own, but not without 
some painful sacrifices that the in-
dustry, much like its counterparts 
elsewhere around the world, have 
had to make.  And as the low price 
environment lingers on, the ques-
tion for the domestic Oil & Gas in-
dustry is whether it can continue to 
persevere in the face of mounting 
fiscal pain that operators, and the 
contracting community in particu-
lar, have to endure.  
The answer, as HE Salim Al Aufi 
points out in the lead story of this 
edition, potentially lies in collab-
oration for mutual gain and the 
greater good of the industry. He 
cites the example of how the har-
monization of the disparate driving 
and vehicle standards applied by in-
dividual operators can significantly 
reduce costs for transport and lo-

gistics services providers, improve 
the optimization of their services, 
and enhance efficiency overall.  
This paradigm is now being adopt-
ed across the board to drive down 
costs, eliminate duplication and 
waste, optimize services, and help 
shore up bottomlines. 
Indeed, HE Salim is nudging the 
Oil & Gas community to hammer 
out creative solutions to challenges 
that constrain the industry’s growth 
amid the current downturn. Part 
of those solutions lie in the devel-
opment of standards and specifi-
cations, based on internationally 
accepted benchmarks, to help un-
derpin the sustainable growth of the 
sector. OPAL is playing a lead role in 
the formulation of standards across 
a number of themes, including road 
safety, In-Vehicle Monitoring, heat 
stress mitigation, road assurance 
worthiness, camp accommodation, 
falling object prevention, and voca-
tional training accreditation. 
This edition of OPAL Oil & Gas – 
the magazine of the industry for the 

industry – looks at a range of trends 
and developments of pertinence to 
the Oil & Gas sector in Oman.  No-
table is the subject of renewable 
energy resources which has gov-
ernments in the region pressing 
ahead with ambitious programmes 
detailed in these pages. Oman has 
kicked off development of its first 
utility-scale project based on wind 
power in Dhofar Governorate. Glas-
sPoint’s monumental initiative with 
PDO is highlighted as well.
These are also exciting times for 
OPAL as we prepare to host the first 
large-scale Oil & Gas forum at the 
end of October.  A first-ever Sports 
Week for our members is planned 
as well. Indeed, our engagement 
with our members and stakehold-
ers is growing at an energetic pace 
much in line with our mandate to 
serve as the Voice of the Oil & Gas 
Industry.

Abdullah Al Harthy
Executive Editor

siemens.com/oil-gas

Discover your  
untapped assets.
Turn data into value – with     
proven digital solutions from  
an industry leader.
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Snapshot of events, trends and developments chacterising the ebb and flow 
of activities across Oman’s pivotal oil and gas industry:

Market highlights

OOCEP publishes 
“Oil and Gas from Exploration to Production”

Oman Oil Company Ex-
ploration & Production 
LLC (OOCEP), in cooper-
ation with the Ministry of 
Education represented by 
the Directorate General of 
Curriculum Development, 
published the first Arabic 
educational book in Oman 
titled “Oil and Gas from 
Exploration to Production”. 
The book was released on 
April 10th, 2017 targeting 
students, teachers, and 
related stakeholders, to 

enhance their knowledge on the fundamentals of Oil and Gas 
sector. The book is added in the educational resources portal of 
the Ministry of Education for easy access. OOCEP and the Min-
istry of Education are still considering spreading the knowledge 
further by delivering sessions to students and teachers extracted 
from different chapters of the book. Both parties are also studying 
options of creating a digital content of the book to cope with the 
latest digital educational trends. 
“We are proud of the successful launch of the book which is a 
reflection of fruitful partnership with the Ministry of Education. 
The book is a unique source of information and a valuable addi-
tion to the educational system in the Sultanate. The main content 
was developed by a group of Omani engineers from different 
disciplines whom initiated the idea as a way to give back to their 
country and society. They have dedicated their time and efforts 
in order to deliver such a unique source of knowledge. We are 
grateful for the great support and guidance we received from the 
Ministry of Education represented by the Directorate General of 

Curriculum Development whom ensured the book was issued 
as per the given standards. “ said Ashraf Al Mamari, Corporate 
Affairs Director of OOCEP.
The book came in six chapters covering, Hydrocarbon Origin, 
Exploration, Appraisal, and Development of oil and gas fields, 
marketing oil and gas and related health, environment, and safety 
issues of the industry.  [May 2017]

Dear readers,
Your feedback is very important to us. Starting from the next issue, OPAL Oil & Gas 
will include a dedicated section where your thoughts on topics covered in this issue, 
as well as issues of relevance to the Oil & Gas business, will be featured. Please feel free 
to also send in your suggestions on how we can improve the overall content.  
Contact us by email or Twitter.

@opal_omanopalmag@opaloman.org

READERS' 

W
ORD

Petrogas Rima  LLC operates the Rima Satellites Small Fields in accor-
dance with the Rima Satellites Small Fields Service Agreement dated 
25th of February 2008, with Petroleum Development Oman LLC (PDO) 
and in conjunction with Oman Oil Company Exploration and Produc-
tion LLC (OOCEP) as per a joint operating agreement dated 15th of  
June 2008.
 
Since Petrogas Rima took over in 2008, all commitments as per the 
agreement have been achieved through focused drilling, well reser-
voir management, application of appropriate technologies and 
Improved oil recovery. In the process, surpassing production targets 
every year since 2008 and achieves a high percentage of Omanization.
  

OOCEP AWARDS TANKER 
LOADING CONTRACT TO 
MARSOL
UAE-based Marsol International has signed a two-year 
contract with Oman Oil Company Exploration and Pro-
duction (OOCEP), the upstream energy arm of Oman Oil 
Company, for the provision and management of marine 
and offshore activities related to tanker loading, via the 
single point mooring (SPM) offshore marine terminal 
in Musandam Governorate.  The contract also includes 
maintenance works, vessels, equipment, and manpower. 
A global marine solutions provider focused on offshore 
oil terminal market and related infrastructure, Marsol 
said it caters to the requirements of consultants and 
EPC contractors for new offshore terminal facilities, and 
operational integrity management and IRM (inspection, 
repair and maintenance) services of existing facilities to 
offshore terminal owners and operators.  
The Musandam gas plant, located on the west coast of 
the Musandam Peninsula, has a processing capacity of up 
to 20,000 barrels of crude; 45 million cu ft of gas and 75 
tonmes of LPG per day. (13 July 2017)
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Orpic has been named the winner of the 2016 Project Finance Deal 
of the Year Award from Trade and Export Finance (TXF) for its LPIC 
project finance deal. The award ceremony was held at the Export 
and Project Finance Global Conference in Venice, Italy. 
Nazar al Lawati, Chief Financial Officer (CFO) - Orpic said on this 
occasion, “This award reaffirms Orpic’s strong presence as one of 
the fastest growing downstream companies in the region. The hard 
work, commitment and dedication that the team has shown in the 
financing of the LPIC project is a source of pride for Orpic.”
The $6.4 billion Liwa Plastics Industries Complex (LPIC) project  is a 
transformational project that will improve Orpic’s product mix and 
business model, double its profit and support the development of 
a downstream plastics industry in Oman. Taking advantage of the 
growing global market for plastics, it will create new business oppor-
tunities and employment in the Oman. In addition, the project is ex-
pected to increase the production of plastic products by more than 
one million tons, which will increase the company’s total production 
of plastics to 1.5 million tons of polyethylene and polypropylene.
TXF’s perfect 10s are awarded to 
the top 10 deals that are recognized 
for most innovative, market influ-
encing transactions within trade, 
commodity, ECA/DFI-backed and 
project financing.
Orpic also won the 2016 Project 
Finance International (PFI) Award 
as Middle East Petrochemical Deal 
of the Year in London, UK, as well 
as the MENA PetChems Deal of the 
Year by IJ Global Awards for the 
LPIC finance deal. (23 July 2017)

Global oil services giant Schlumberger 
has been awarded a contract by Petrogas 
Kahil for the drilling of three exploration 
wells in Block 55 in the south east of the 
Sultanate. The one-year integrated drill-
ing services contract is valued at around 
$20 million.   As part of the contract, 
Schlumberger will also deploy a range 
of its proprietary drilling technologies, 
including vertical drilling rotary steer-
able systems, modular compact wellhead 

systems and ridged diamond element bits, it said.
Petrogas Kahil LLC, a wholly owned subsidiary of Petrogas Explo-
ration & Production LLC, acquired the onshore 7,564 sq km ‘Kahil 
Block’ in 2014 under an Exploration & Production Sharing Agree-
ment (EPSA) with the Omani government.  Besides holding a 100 
per cent interest in the Block, Petrogas Kahil is also the operator of 
the concession.
Operations linked to the drilling of the first of the three exploration 
wells, part of Petrogas Kahil’s commitments under the EPSA pact, 
have already commenced.  In all, four exploration wells have been 
pledged under the first four-year phase of its obligations. 
Since the acquisition of the license, Petrogas has undertaken a 
comprehensive work programme, including the reprocessing of 
legacy 2D data and the acquisition of modern 3D seismic to evaluate 
prospective areas identified from gravity and magnetic surveys. 
Parent group Petrogas E&P is an Oman based private E&P company 
with net production in excess of 40,000 barrels of oil per day and 2P 
reserves (proved and probable) greater than 100 million barrels.  The 
company also has interests in exploration and production assets in 
the Middle East, Africa and Europe. (23 July 2017)

ORPIC WINS TOP PROJECT 
FINANCE AWARD

SCHLUMBERGER WINS BLOCK 55 
integrated drilling services contract

Petroleum Development Oman (PDO) has signed research 
and development agreements with Sohar and A’Sharqiyah 
Universities to help resolve some of its complex technical 
challenges. It is hoped the Memorandums of Understanding 
(MoUs) will help PDO further develop its competitive de-
livery by reducing costs, increasing production and reserves 
while operating in a safer and greener environment.
At the same time, the collaboration deals will support PDO’s 
effort to boost In-Country Value by advancing academic and 
vocational development and increasing the share of the oil 

and gas industry’s wealth retained in Oman.
PDO will fund the universities to assist it in three key areas: 
enhanced oil recovery, water management and energy 
efficiency and security, the latter by encouraging renewable 
energy and energy-efficient technologies.
They will also work together to encourage Omani small 
and medium-sized enterprises (SMEs) and entrepreneurs 
to carry out their basic technological research, test-proof 
their conceptual thoughts and innovative ideas and develop 
early-stage technology in the universities’ laboratories prior 
to any potential future commercial agreements.  PDO will 
assist with the establishment of technology centres at both 
universities. Its own experts will be given access to these 
research hubs and run and develop teaching programmes. 
The agreements will run for three years and also pave the 
way for PDO staff to enrol on BSc, MSc and PhD degrees and 
other courses at the universities.
Additionally, PDO and the academic institutions will ex-
change best practices on health, safety and environment 
(HSE), Lean efficiency programmes and governance frame-
works. The Company will also become a member of the 
universities’ advisory boards.
The MoUs were signed by Professor Barry Winn, Sohar 
University Vice Chancellor, Professor Fouad Chedid, Deputy 
Vice Chancellor for Academic Affairs at A’Sharqiyah Univer-
sity and PDO External Affairs and Value Creation Director 
Abdul-Amir Al Ajmi.  (17 Jul 2017)

PDO signs R&D pacts with Omani universities
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Oman Oil Company (OOC), the wholly government owned energy and strategic 
investment arm, says it will continue to pursue partnerships with leading International 
Oil Companies (IOCs) in its upstream business as part of its ongoing evolution into 
an integrated energy enterprise. According to the company’s Chief Executive Officer, 
high-profile partnerships unveiled in recent months with energy super-majors such as 
Shell and ENI are in line with this trend.
“Oman Oil Company is converging towards the concept of an integrated oil and gas 
company and that’s our vision,” said Eng Isam al Zadjali, CEO (pictured). “We are at the 
moment consolidating all our assets under that vision. Part of this vision is to partner 
with international oil companies (IOCs) with experience, technical knowhow and the 
financial sources, and we are selectively choosing our partners.  This trend will contin-
ue whereby we will not continue with any upstream project without a technical and 
competitive partner that will add value to the venture.”
Oman Oil Company, the CEO explained, is building relationships with several globally 
renowned energy giants. “On the upstream front, we are partners with BP and Occi-
dental; we have started relations with Shell in Block 42, and more recently with (Italian 

energy firm) ENI in offshore Block 52.” Representing OOC’s upstream energy business is Oman Oil Company Exploration & Production 
(OOCEP), which has ramped up its profile in the oil and gas industry by forging new ties with these international heavyweights. In 
April, the wholly government owned OOC subsidiary signed a Heads of Agreement with Shell Exploration BV to collaborate on Oman 
Block 42, a 25,600 sq km concession with potentially promising geological plays.  The pact calls for an initial aerial study of the Block 
before other joint activities are identified and carried out.
On the heels of that agreement came the announcement in May of a Memorandum of Understanding (MoU) with the Italian based 
international energy firm ENI. The OOCEP – ENI partnership was also awarded the license to explore for hydrocarbon resources in 
Block 52 offshore the Sultanate’s southern and southeastern seaboard. The giant block, covering an area of 90,000 sq km, is large-
ly unexplored.  OOCEP also represents Oman Oil Company’s 40 per cent interest in Block 61 which is home to the giant tight gas 
Khazzan development due to come into production before the end of this year.  BP is the operator of the Block. Likewise, OOCEP 
has an interest in Block 53, also known as the Mukhaizna block, operated by Oxy Oman. More recently, in February this year, OOCEP 
acquired a 45 per cent participating interest in Block 9 operated by Oxy Oman. Block 9, also known as the Suneinah block in north 
Oman, is a key source of hydrocarbons where output from the Safah and Wadi Latham fields averaged around 100,000 barrels of oil 
equivalent per day (boepd) in 2015. (11 Jul 2017)

Petroleum Development Oman (PDO) has signed three contracts 
worth $35 million with Omani firms for the supply and servicing of com-
pressors. The deals are a further example of the Company’s commitment 
to In-Country Value (ICV) to retain more of the oil and gas industry’s 
wealth in the Sultanate and develop local supply chains. PDO has agreed 
two contracts with Bin Salim Enterprises LLC for the supply of instru-
ment air compressor packages and the maintenance and repair of installed 
units. It also penned another service deal with Pipeline Supply Company 
LLC for an existing compressor fleet. PDO Managing Director Raoul 
Restucci said: “We are delighted to sign these contracts, which once again 
show our commitment to investing in Omani businesses and people.
“The deals will enable both the local manufacture of vital equipment 
for our operations and the development of Omani service engineers and 
repair facilities. We are working all the time to ensure Omani companies 
play a greater role in the oil and gas sector and beyond so that we develop 
competitive, capable, professional and efficient local supply chains.
“It is also pleasing that more of our contractors are now realising their ICV 
commitments. That includes not only meeting but exceeding their set ICV 
targets, and reporting their performance through our online system so we 
can monitor accurately the progress we are making.”
The supply and maintenance of compressors was the 15th opportunity to 
be realised by PDO since the ICV Strategy Blueprint for the Sultanate’s oil 
and gas operators was unveiled in 2013 to boost local business participa-
tion in the nation’s hydrocarbon exploration and production sector. 
(24 June 2017)

OMAN OIL CO TRANSFORMING INTO 
INTEGRATED ENERGY ENTERPRISE

PDO signs $35m deals with 
Omani firms

As many as five oil and gas blocks will be offered 
for investment in the 2017 Oman Licensing Round 
due to open in September, according to the Ministry 
of Oil & Gas.  The acreage is part of a substantial 
portfolio of open blocks that will be offered up over 
the coming years, the Ministry said in an advisory to 
prospective local and international upstream inves-
tors ahead of the launch of the latest bidding round.
“The Oman Ministry of Oil & Gas is pleased to an-
nounce 2017 licensing bid round,” the advisory said.  
“Available blocks, registration and bidding will com-
mence September 2017. There are currently over 10 
open blocks and they will be tendered over the next 
few years, providing some excellent exploration 
opportunities. In the next bid round in September 
2017, 4 - 5 blocks will be tendered,” it stated. 
Interested investors have been invited to register 
their interest in participating in the bid round. In 
conjunction with the launch, a ‘Living Data Room’ 
will be opened, offering online tools for browsing 
and visualizing block data with an easy-to-use web 
interface offering the ability to access the data from 
any location world-wide. (27 July 2017)

OMAN LICENSING 
ROUND 2017 TO OPEN  
IN SEPTEMBER
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Oman Trading International (OTI), the international trading arm of Oman Oil 
Company, will acquire 40% of Hass Petroleum Group, a leading oil marketing com-
pany with significant presence across Eastern, Central and Horn of Africa. 
OTI will provide its supply and trading capabilities to strengthen the Hass service 
offering, enhance services to consumers and contribute to economic growth 
across the region.  In turn, Hass will enhance OTI’s market access to the African 
Markets.  The Hass founder and management team will continue to operate the 
business and work closely with OTI to grow and maintain long-standing relation-
ships with customers, suppliers and regulators.
This acquisition is in line with the respective companies’ long term strategies.  OTI’s 
strategic priority of accelerating its growth by entering emerging markets with 
strong growth potential which ties closely to Hass’s aspiration of being Africa’s 
leading oil marketing company.  As a regular supplier of refined products to the 
Southern and East African region, this transaction will enable OTI and Hass to 
strengthen their businesses across and beyond an already substantial African 
footprint. The completion of the transaction remains subject to, inter alia, approval 
by the relevant authorities.  (5 June 2017)

Petroleum Development Oman (PDO) 
marked the graduation of 420 young 
Omanis from Company-sponsored training 
schemes to take up full-time employment.  
A celebration event was held at Muscat’s 
Grand Millennium hotel to honour their 
success under the auspices of HE Dr Mo-
hammed Al Rumhy, Minister of Oil and Gas.
The jobseekers have qualified to work 
in a wide variety of trades, including 
construction supervisors, welders, safety 
officers, electricians, scaffolders, pipe fitters, 
mechanics, metal sheet fabricators, heavy 
goods vehicle drivers and occupational 
health and safety technicians.

The trainees were the seventh batch to 
graduate from PDO’s National Objectives 
programme which has created around 
30,000 job, training and redeployment 
opportunities for Omanis since it was 
launched in 2011.
The Company is targeting the creation 
of 50,000 such opportunities in the next 
three years in close consultation with 
the National Training Fund and has been 
actively working with partners beyond its 
natural boundaries including aviation, real 
estate, fashion and hospitality as part of the 
ongoing effort to diversify the Sultanate’s 
economy.
The graduates underwent training lasting 
up to 18 months with the National Training 
Institute, the Institute of Technical Training 
Services, the Technical and Administrative 
Training Institute and the Dalma Training 
Institute.
They will work with 24 PDO contractors, 
both in the oil and gas sector and other 
industries, including Bahwan Engineering 
Company, Drake & Scull, Adhi Oman, Ara-
bian Supply and Contractors, Power Tech, 
Al Turki Enterprises, Mud Industries, Oman 
Fiber Optic, Techno Gear Industries and 
Najed Al Ahliya.  (21 May 2017)

Sultan Qaboos University 
(SQU), Oman Oil Refineries 
and Petroleum Industries 
Company (ORPIC) and the 
Japan Cooperation Center 
Petroleum (JCCP) have signed 
an agreement on a joint proj-
ect for the development of a 
‘Local Treatment Alternative 
Pilot for Exported Hazardous 
Refinery Waste’.

The agreement was signed at SQU by Dr Rahma bint Ibrahim al Mahrouqi, 
SQU Deputy Vice Chancellor for Postgraduate Studies & Research, Chris-
tiaan van der Wouden, Chief Operating Officer of ORPIC, and Eiji Hiraoka, 
Senior Executive Director, JCCP.
SQU, ORPIC and JCCP have been strengthening their ties through the 
execution of several projects in Oman over the past years. The new project 
is being materialized as SQU has been looking for partners to participate in 
a joint project to study oily waste treatment in the country.  ORPIC has been 
exporting its hazardous waste outside Oman for treatment, and is keenly 
interested in finding alternatives to such export. JCCP has proposed a new 
funded project.  
The purpose of this project is the promotion of international cooperation 
between SQU, ORPIC and JCCP in petroleum-related technological devel-
opment, to foster and further strengthen ties between Oman and Japan. The 
budget for this joint project consists of JCCP fund (Japanese government 
subsidy) and SQU/ORPIC contribution. The two-year long project includes 
pilot test for local treatment alternative for exported refinery hazardous 
waste; and pilot equipment to be installed and operated at the ORPIC refin-
ery.  (20 May 2017)

OTI TO ACQUIRE 40% OF HASS

PDO HELPS 420 
YOUNG OMANIS 
QUALIFY FOR WORK 

Pact on treatment of hazardous 
refinery waste
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OTTCO inks pact for crude  
oil terminal at Ras Markaz

The Special Economic Zone Au-
thority at Duqm (SEZAD) signed a 
usufruct agreement with Oman Tank 
Terminal Company LLC (OTTCO), 
a wholly owned subsidiary of Oman 
Oil Company (OOC), for the estab-
lishment of a major crude oil Storage 
Terminal at Ras Markaz near Duqm. 
The agreement was signed by HE 
Yahya bin Said al Jabri, Chairman of 
SEZAD; Eng  Isam Bin Saud al Zadjali, 
CEO of Oman Oil Company; and Said 
bin Hamoud al Maawali, Director of 

OTTCO.
Total investment in Phase 1 of the storage facility, which at full build will 
rank among the largest of its kind in the world, amounts to $1.76 billion.  
It includes $815 million towards the cost of the crude oil storage tanks, 
and the balance $941 million as the cost of construction of the marine and 
infrastructure facilities. 
At the heart of the Ras Markaz Crude Oil Terminal project is a vision to 
position the Sultanate as an international hub for storage of crudes and 
petroleum derivatives, leveraging Oman’s strategic geographical location 
on the Indian Ocean.  The project also creates an additional port for crude 
exports. 
Ras Markaz, located 70 km south of Duqm, was incorporated into SEZAD 
via Royal Decree 5/2016 issued on January 28, 2016. The terminal covers 
an area of 1,253 hectares.
Significantly, the usufruct agreement grants OTTCO exclusive rights for 
the storage of crude oil and its derivatives at Ras Markaz over a 20-year 
(plus five years) concession granted by SEZAD.  It includes a 40-year lease 
for the area that falls within the Ras Markaz Crude Oil Storage Terminal.
An initial five-year-plan for the development of the Ras Markaz area calls 
for the construction of tanks for the storage of crude oil and other deriv-
atives, establishment of floating platforms and piers for the import and 
export of crude oil and its derivatives, a pier for tug boats, subsea pipelines 
ranging in length from 5 – 7 km for the handling of incoming and outgoing 
products, and a pumping room. (5 Jul 2017)

Oman Oil Company S.A.O.C. (OOC), the Sultanate’s investment arm in the energy 
related sectors, and the leading Italian integrated energy company Eni have finalized 
a Memorandum of Understanding (MoU) to explore cooperation opportunities in the 
oil and gas sector. The agreement has been reached in Milan by Eng. Isam bin Saud Al 
Zadjali, CEO of OOC, and Claudio Descalzi, CEO of Eni. The ceremony was attended 
by HE Dr. Mohammed Al Rumhy, Oil and Gas Minister of the Sultanate of Oman and 
the Chairman of OOC, by Dr. Ahmed Salim Baomar, Ambassador of the Sultanate of 
Oman to Italy, and by a number of executives and senior officials from both companies. 
Commenting on the pact, Eng. Isam Al Zadjali, CEO of OOC said: “This MoU with Eni is 
another step taken by OOC to join hands with a strategic international partner seek-
ing development areas in Oil and Gas sector. The strategic position of OOC as Oman’s 

national oil company attracts major international oil companies’ investments in the Sultanate.”
Oman’s Ministry of Oil & Gas has also granted Eni and OOCEP exploration rights in Block 52, an area of 90,000 Km2 with a water 
depth ranging from 10 to 2,000 metres with liquid hydrocarbon potential, located offshore Oman. The area is largely unexplored with 
the potential of hydrocarbons findings. The area has been awarded following an international bid round process launched in October 
2016. “We are very happy with this agreement and the award of Block 52,” said Eni’s CEO Claudio Descalzi. “This MoU and explora-
tion in Block 52 will allow Eni to start cooperating and investing in such an important East Country and will enable our company to 
expand its presence in a key region of the Middle East, in line with our strategy aimed at diversifying our exploration portfolio across 
basins with liquid hydrocarbon potential while keeping high quality stakes throughout the exploration phase.” (25 May 2017) 

Petrofac secures 
10-year services 
agreement from PDO
UK-based international engineering services giant Petrofac 
has secured a long-term Framework Agreement (FA) with 
Petroleum Development Oman (PDO) for the provision of 
Engineering, Procurement and Construction Management 
(EP+Cm) Support Services for major oil and gas projects.
The agreement, which is for ten years with an additional five-
year option, builds upon a three-year programme of EP+Cm 
support contract delivery Petrofac has undertaken on behalf 
of PDO. Future projects undertaken through the FA will be 
supported by Petrofac’s Muscat office for technical delivery 
and to ensure sustainable in-country value is generated.
Craig Muir, Group Managing Director, Engineering and 
Production Services, Petrofac said: “This is a landmark agree-
ment between our two companies and marks a new level 
of collaboration between PDO and Petrofac. It builds upon 
a long-standing relationship which spans more than two 
decades and encompasses a significant number of projects 
undertaken in Oman on both a lump-sum and reimbursable 
basis.”
Petrofac is currently undertaking two projects, on behalf 
of PDO, through an EP+Cm delivery model. This includes 
the $1.2 billion award in March 2014 for the Rabab Harweel 
Integrated Project (RHIP) and the $0.9 billion award in June 
2015 for the Yibal Khuff project. (10 June 2017)

Eni announces foray into Oman’s upstream sector
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With the downturn spawned by the collapse in 
international oil prices well into the third year, oil and gas 
operators continue to stay the course much to the delight 
of Oman’s authorities. But there is mounting concern for 
contractors and service providers who, having had to cut 
prices to the bone, must now look for creative ways to stay 
afloat.  HE Salim bin Nasser Al Aufi, Under-Secretary of the 
Ministry of Oil & Gas, speaks exclusively to OPAL Oil & Gas 
Magazine on the industry’s notable triumphs of the past six 
months, as well as the pitfalls facing the sector

trong production figures, mirroring last year’s output highs 
 - albeit minus the cuts agreed by Oman as part of a global 
deal with Opec – have continued to buoy spirits in Oman’s 
oil and gas industry during the first half of this year. 

This performance, notwithstanding the constrained oil and gas 
price environment, continues to surpass expectations particularly 
with regard to production, business efficiency and project delivery, 
according to HE Salim bin Nasser al Aufi, Under-Secretary of the 
Ministry of Oil & Gas. 
In the upshot, Oman is well-poised to ramp up production espe-
cially when limits on production, imposed under the Opec-led deal 
last November and extended for a further six months in May this 
year, are lifted, he said.
“We have the potential to exceed the constrained production level 
of 968k barrels/day, which we test on a monthly basis to ensure 
complete readiness in our ability to boost production when the 
limits are eased or removed or in response to operational challeng-
es in some of our fields,” HE Al Aufi remarked.
In exclusive comments to OPAL Oil & Gas, the Under-Secretary 
also lauded the industry on its success in staying the course despite 
the increasingly tough fiscal environment. “Capital and operating 
costs have been well managed by the operators and contracting 
community despite the challenge to keep the activity level un-
changed and this has been achieved through stronger collaboration 
between the operators and service providers, as well as the daily 
scrutiny of spend levels to ensure increased value add,” he said. 
Major project milestones, he further noted, continue to be met on 
schedule although with minor acceptable slippages.
Looking back on the performance of the industry so far this year, 

S

Triumphs 
and travails

HE Salim bin 
Nasser al Aufy,  
Under-Secretary 
of the Ministry of 
Oil & Gas
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HE Al Aufi however bemoaned the indus-
try’s somewhat tarnished safety record, 
characterised by multiple oilfield related 
mishaps. “We still have a lot of work to do 
on the HSE front, with a few fatalities al-
ready recorded in the first half of the year. 
This means that workers are still not paying 
enough attention to their safety or the safe-
ty of their colleagues,” the official lamented.

Lurking pitfalls
Notwithstanding the generally upbeat 
picture emerging from the industry, po-
tential challenges do lurk on the horizon, 
the Under-Secretary warned. Of particu-
lar concern, HE Al Aufi said, is the ability 
of contractors to hang tough in the face of 
swingeing cuts in contract values and re-
duced business opportunities stemming 
from the belt-tightening measures initiated 
by the operators.
“We do see some challenges surfacing from 
time to time, particularly on the contrac-
tors’ front who are squeezed, on the one 
hand, by the reduced operating margins as 
a result of the fiscal challenges faced by the 
operators, and the diminishing volume of 
activities stemming from cost optimisation 
and scrutiny, on the other. This is placing 
a serious financial strain on some contrac-
tors, but I see this as an opportunity for the 
industry to be more creative in how they do 
business and stay above water.”

Going forward, the outlook for the energy 
industry will continue to remain challeng-
ing, the Under-Secretary pointed out. In-
ternational oil and gas prices, he said, are 
anticipated to remain at 2017 levels, if not 
will dip further. 
“I believe the production cut agreed by 
OPEC and participating non-OPEC coun-
tries will extend till the end of 2018 if not 
beyond, but I don’t see a deeper cut as an 
agreeable scenario. Cost challenges will 
persist and operators may start to signal 
reductions in the activity level to balance 

cash flow, which will put a further strain on 
the contracting community and add to the 
challenge of redeploying Omani workers 
(made redundant by the crisis).”
More than 4,500 Omani staff have been 
redeployed to date since the start of the 
downturn, HE Al Aufi said, attributing this 
success to the “positive” response from 
operators and contractors. But layoffs still 
remain a growing threat in light of the chal-
lenging market conditions, he pointed out. 

Success story
A key highpoint for the sector has been its 
continuing success in delivering and build-
ing on its In-Country Value (ICV) targets. 
The Under-Secretary explained: “I think 
we are building a success story to be fol-
lowed by other sectors and industries in-
side and outside Oman. We believe our ICV 
level is around 35-40% which is an excel-
lent level considering the technical nature 
of this business, but we still have more 
room to improve. The next improvement 
will come from ‘Standardisation’ and ‘Col-
laboration’ between operators, particularly 
in the area of ‘Shared Services’ and ‘Inven-
tory Management’, to create the economies 
of scale required for local service providers 
to start investing.”
In the interview, HE Al Aufi also empha-
sized the importance of the new regulatory 
framework being finalised by the Ministry 
of Oil & Gas in collaboration with OPAL and 
the operators. The fit-for-purpose regula-
tions, governing all facets of upstream hy-
drocarbon activities in the Sultanate, rep-
resent an across-the-board effort to bring 
international standards and best practice to 
Oman’s industry. 
“What the Ministry, OPAL and the oper-
ators are doing is to document and stan-
dardise the different work practices in the 
form of Oil & Gas regulations,” the Un-
der-Secretary said. “We are not inventing 
the wheel, nor creating regulations that did 
not exist before. We are also making com-
pliance with such regulations or require-
ments more transparent with an emphasis 
on ‘self-regulation’, where the Ministry’s 
role will be to monitor compliance, address 
jointly with the operators’ non-compliance 
events and conduct assurance spot checks. 
I believe having clear and written regula-
tions will improve the business environ-
ment and raise the quality of doing business 
in Oman.”
Included in the scope of the high-level 

THE NEXT IMPROVEMENT WILL COME FROM 

‘STANDARDISATION’ AND ‘COLLABORATION’ BETWEEN 

OPERATORS, PARTICULARLY IN THE AREA OF ‘SHARED SERVICES’ 

AND ‘INVENTORY MANAGEMENT’, TO CREATE THE ECONOMIES 

OF SCALE REQUIRED FOR LOCAL SERVICE PROVIDERS TO START 

INVESTING.”, NOTED HE AL AUFI
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Oman Oil & Gas regulations are the follow-
ing key themes: HSSE Management, Well & 
Drilling Operations Management, Reserves 
Management, Resource Maturation & Man-
agement, Surface Infrastructure Manage-
ment, Financial Requirements, Contracting 
& Procurement Requirements, Data Man-
agement, Inventory & Asset Disposal Man-
agement, Human Resources Management, 
Management of Corporate Governance & 
Accountability, and Marketing & Export 
Requirements.

March upstream
Turning to other pertinent developments 
of the past six months, HE Al Aufi said the 
Ministry continues to market available hy-
drocarbon acreage for local and interna-
tional investment. This is evident from its 
success in negotiating acceptable deals cov-
ering all four blocks that were tendered in 
the 2016 Bid Round. 
However, reflecting the downbeat global 
environment, interest in these blocks was 
limited and cautious, with some bidders 
seeking improved fiscal terms, particularly 
with regard to burden-sharing. Blocks ten-
dered out last year are due to be awarded 
during the course of 2017, with plans afoot 
to tender additional blocks this year as well, 
he said.
Meanwhile, new and recent entrants to 
Oman’s E&P sector continue to make head-
way in the exploration and appraisal of 
hydrocarbon resources in their respective 
concessions, the Under-Secretary said. Ma-
sirah Oil Limited, which owns the conces-
sion for Block 50 off Oman’s south-eastern 
seaboard, continues to evaluate findings 
from its exploration activities. However, 
it is unlikely to have a concrete develop-
ment plan anytime soon in light of the con-
strained market situation, he noted.
The official said he also envisions the mak-
ings of a “successful partnership” between 
Italian energy giant Eni and Oman Oil Com-
pany Exploration & Production (OOCEP), 
which were jointly awarded the license for 
the offshore Block 52 in May this year. 
Located off of the Sultanate’s southeastern 
and southern seaboard, the block is the 
largest of Oman’s oil and gas concessions 
covering a massive 90,790 sq km area. It 
was one of four hydrocarbon blocks of-
fered by the Ministry of Oil & Gas as part 
of the 2016 Oman Licensing Bid Round. 
“Eni/OOCEP is new to the Oman Oil & Gas 
business, but with their track record else-

where in the world, we believe a successful 
partnership is afoot for the offshore Block 
52,” said HE Al Aufi. 
OOCEP, which is the upstream energy arm 
of Oman Oil Company, has forged similar 
partnerships with a slew of international 
energy majors, including Shell and Occi-
dental. The objective behind these tie-ups, 
according to HE Al Aufi, is twofold: To im-
prove cashflow through partnerships with 
International Oil Companies (IOCs), and to 
accelerate the build-up of OOCEP’s opera-
torship experience by working closely with 
companies that have a solid track record 
encompassing technology, knowledge and 
process transfer.
Other relatively recent licensees are at var-
ious stages in the delivery of their commit-
ments under EPSA pacts with the Ministry. 
Notable is Hydrocarbon Finder (HCF), a 
wholly Omani owned independent energy 
firm Hydrocarbon Finder, which secured 
Block 7 in Wusta Governorate in April 2016.
“HCF acquired a producing block with sig-
nificant technical and subsurface challeng-
es but they have plans to increase produc-
tion level and so far they acting on such a 
plan,” the Under-Secretary said. 
PetroTel, which owns Block 17 and 40 off-
shore Oman’s Musandam peninsula, is 
pressing ahead with its exploration efforts. 
Some gas discoveries have been unearthed, 
but commercial assessment of these finds is 
still on-going, he added.

Conrad Prabhu
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Oil and gas revenues accounted for a 27.4 per 
cent share of GDP in 2016, 68.2 per cent share of 
government revenues and about 57.9 per cent of 
total merchandise exports (including re-exports) in 
2016, according to the Central Bank of Oman

Economics 
of Oil and Gas in Oman

he hydrocarbon sector accounted for 27.4 per cent of Oman’s 
nominal Gross Domestic Product (GDP) in 2016, dropping sig-
nificantly from the previous year’s contribution of 34.1 per cent 
and 46.4 per cent in 2014. While the figures indicate a declining 

trend in the share of hydrocarbons in economic activities over the last few 
years, this downtrend does not necessarily reflect the ongoing structural 
change in the Omani economy.
In fact, the sharp decline in crude oil prices that was not accompanied 
by a significant increase in crude oil and gas production in Oman could 
explain the sharp reduction in the contribution of this sector to the GDP 
during 2016. The average price of Omani crude oil dropped 28.9 per cent 
to US$40.14 per barrel in 2016, down from US$56.45 per barrel in 2015 
and US$103.23 per barrel in 2014. During 2016, the average price of Oma-
ni crude oil ranged from its lowest of US$27.40 in March to a peak of 
US$49.18 in December. 
Oil production rose moderately to a daily average of over 1 million barrels 
in 2016 versus 981.1 thousand barrels during 2015. On an aggregate basis, 
oil production rose to 367.5 million barrels in 2016 from 358.1 million bar-
rels in the previous year. Production of natural gas, on the other hand, rose 
2.6 per cent to 40.849 billion cubic metres (bcm) in 2016. 
Other key macroeconomic indicators pointed to the continued dominance 
of the hydrocarbon sector in the Omani economy. Oil and gas revenues as 
a percentage of GDP stood at 27.4 per cent in 2016 and accounted for 68.2 
per cent of government revenues and about 57.9 per cent of total merchan-
dise exports (including re-exports) during the year.
In view of the potential comparative advantage of value-added hydro-
carbon-based industries in the country, the government has adopted 
an investment strategy that is based on promoting many petrochemical 
and energy-intensive industries. This policy is one of the major pillars of 
the country’s economic diversification initiatives. It seeks to encourage, 

T
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In 2016, Oman exported 
a total of 8.5 million 

metric tons of Liquefied 
Natural Gas (LNG). 

Oman LNG exported 
a total of 5.7 million 

metric tons, while 2.8 
million metric tons were 
exported by Qalhat LNG.

among other things, major oil companies 
in Oman to invest in research to support 
the development of new technologies 
with the objective of enhancing oil pro-
duction from challenging geological for-
mations and complex reservoirs, as well 
as trying to minimize production costs.
In order to overcome the challenges of 
having lower output per well and less ac-
cessible reservoirs, capital-intensive En-
hanced Oil Recovery (EOR) techniques 
have been deployed aiming to increase 
the amount of crude oil that can be ex-
tracted from oil fields. The Omani oil 
sector started to benefit from these in-
novations commencing in 2008, helping 
reverse declining production trends at 
the time. These efforts continued to bear 
fruit as validated by the increase in oil 
production in 2016.

Crude Oil Exploration  
& Production
Crude oil production increased 2.6 per 
cent during 2016 to a daily average out-
put of 1004.3 thousand barrels. This in-
crease reflected in most part the rise in 
output from CC Energy, Occidental Oman 
(Mukhaizna), and Petroleum Develop-
ment Oman (PDO). Average production 
from Occidental Mukhaizna increased 
from 121.6 thousand barrels per day in 

2015 to 126.9 thousand barrels per day in 
2016. Similarly, average production from 
CC Energy rose to 40.4 thousand barrels 
per day in 2016 from an average of 32.3 
thousand barrels per day in 2015. Further-
more, average production of Daleel in-
creased to 48.7 thousand barrels per day 
in 2015 from 46.6 thousand barrels per 
day in the previous year. The daily aver-
age also included 95.4 thousand barrels of 
condensates produced from 242 oilfields 
across Oman.
Petroleum Development Oman (PDO) 
continued to remain the biggest petro-
leum company in Oman with a daily av-
erage oil production of 600.2 thousand 
barrels in 2016 compared to a lower pro-
duction level of 588.9 thousand barrels 
in 2015. The quantity of oil produced by 
PDO in 2016 was well above the Compa-
ny’s long-term target of 550 thousand bar-
rels per day. PDO continued to maximize 
recovery from conventional oil and gas 
fields as well as to enhance exploration 
from unconventional opportunities. The 
success shown by PDO in recent years 
continued for the ninth consecutive year 
in 2016 as the Company’s combined pro-
duction of oil, gas, liquid petroleum gases 
and condensates stood at 1.29 million bar-
rels of oil equivalent per day, one of the 
highest levels in PDO’s history.
During the year 2016, the Ministry of Oil 
and Gas signed a new agreement for ex-
ploration and production sharing with 
Hydrocarbon Finder LLC. Under the 
agreement, the company will explore 
for oil  and natural gas in Block 7, cover-
ing an area of 2,331 square kilometres in 
Al-Wusta Governorate. The objective of 
the agreement is to book additional oil 
reserves so as to sustain and potentially 
increase production. As part of the pact, 
Hydrocarbon Finder will undertake geo-
logical and geophysical studies and drill 
several wells during the exploration 
phase.
In 2016, oil exploration companies in 
Oman drilled a total of 53 exploration 
wells and according to initial findings, 
the results appear to be promising (PDO 
alone drilled 29 exploration wells). The 
most significant oil find by PDO in 2016 
was the Shammar discovery, in the shal-
low and high-permeability reservoir in 
the Lekhwair field, where about 40 mil-
lion barrels of commercial contingent 
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resources were booked. Another major 
discovery by the company was in Qarn 
Alam-Reba, where a total volume of 27 
million barrels of commercial contingent 
resources were booked. The exploration 
activities by the company have added ap-
proximately 189.3 million barrels of stock 
tank oil initially. 
Occidental Oman drilled six exploration 
wells in 2016. Also, Oman Oil Company 
Exploration & Production LLC (OOCEP) 
drilled 4 exploration wells. Total oil and 
condensate reserves for Oman were esti-
mated at 5,242.5 million barrels in 2016, 
falling 2.4 per cent over the corresponding 
figure for 2015.

New projects
Oil companies operating in the Sultanate 
initiated a number of new projects during 
2016 in order to increase crude oil and gas 
production as well as to boost existing hy-
drocarbon reserves.
Significant progress has been achieved in 
Bahja-Rima cluster of fields, which has 
more than seven billion barrels of oil in 
place with output project to grow 45 per 
cent to reach a level of 94 thousand bar-
rels of oil equivalent per day (boepd) by 
2021 from conventional, low unit techni-
cal cost projects.

Also, considerable progress has been 
made in the Bahja North and South fields 
which contain in excess of 1.7 billion 
barrels of oil-in-place. The ‘small’ fields 
provide opportunity to drive growth in 
mature, low cost per barrel cluster. This 
would be a very significant feat, especial-
ly in the current challenging, and capi-
tal-constrained environment. 
Furthermore, Ghaba North in the Qarn 
Alam cluster project began gradually 
adding oil production and is set to reach 
its peak production during 2017. The 
field recovery will reach an increase of 
20 per cent with a reserve volume of 
about 38 million barrels.
PDO, in cooperation with GlassPoint 
Solar, has made steady progress on the 
Miraah solar energy project in Amal’s 
oilfield, in Southern Oman. At its peak 
capacity, there will be a 1,021 megawatt 
solar thermal facility harnessing the 

Oman’s Oil Prices
(US $/ Barrel)

Month 2012 2013 2014 2015 2016

January 109.33 107.14 105.97  78.24 42.28

February 107.41 106.16 107.88 61.01 34.59

March 110.63 107.78 104.04 46.73 27.40

April 117.32 111.21 105.04 56.21 30.23

May 122.80 105.50 104.36 55.09 36.34

June 117.29 101.81 104.99 58.68 39.40

July 107.68 100.43 105.65 63.62 44.33

August 94.42 100.21 108.08 61.84 46.60

September 99.47 103.59 106.24 56.33 43.40

October 109.05 106.96 102.23 47.88 44.02

November 111.24 108.58 97.26 45.76 43.92

December 108.67 106.70 86.96 46.03 49.18

Average (Jan-Dec) 109.61 105.51 103.23 56.45 40.14

Source: Ministry of Oil and Gas and National Center for Statistics and Information.

WITH THE EXCEPTION OF 2014, OMANI CRUDE OIL 

EXPORTS REGISTERED AN INCREASING TREND IN 

THE LAST FEW YEARS. THE VOLUME OF OIL EXPORTS GREW 

BY 4.5 PER CENT (321.9 MILLION BARRELS) IN 2016 AS 

COMPARED TO A GROWTH OF 5.4 PER CENT IN 2015
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sun’s rays to produce steam for thermal 
enhanced oil recovery.  Once completed, 
it will save 5.6 trillion British Thermal 
Units of natural gas each year, which 
could be used to provide residential elec-
tricity for 209 thousand people in the 
Sultanate.
CC Energy Development Oman boosted 
production to an average of 40.4 thou-
sand barrels per day in 2016 within just 
a few years of the commence of opera-
tions in Blocks 3 & 4, located in the east-
ern part of the Sultanate. CC Energy has 
achieved full scale production within 
a relatively short span of time from the 
initial discovery date.
With the exception of 2014, Omani crude 
oil exports registered an increasing trend 
in the last few years. The volume of oil 
exports grew by 4.5 per cent (321.9 mil-
lion barrels) in 2016 as compared to a 
growth of 5.4 per cent in 2015. In line 
with these production trends, the last 
two conservative years (2015 and 2016) 
have witnessed significant increase in 
exports as well.
An analysis of the export destinations for 
Omani crude oil indicates that China re-
ceived the largest share in 2016, lifting 
251.1 million barrels or 78 per cent of ag-
gregate oil exports during the year. Taiwan 
was the second largest with imports of 18.8 
million barrels of Omani crude. Other ma-
jor importers included Japan (14.2 million 
barrels), United States of America (12.9 

million barrels), South Korea (10.6 million 
barrels), and India (4.5 million barrels).

Natural gas
The Sultanate witnessed increasing levels 
of activities in 2016 aimed at discovering 
new gas reserves and boosting produc-
tion. Provisional figures for 2016 pointed 
to an aggregate reserve of 24.79 trillion 
cubic feet (TCF) of natural gas, while 
the number of producing fields in Oman 
stood at 35 during the year. A number of 
companies conducted gas exploration 
activities in 2016 with notable results – a 
total of 24 exploration wells were drilled. 
With the notable success in Tayseer-Ara 
discovery, PDO’s explorations in 2016 led 
to the booking of 0.45 TCF of gas as com-
mercial contingent resources. The oppor-
tunity was unlocked on the basis of newly 
acquired seismic data that targeted the 
South Oman Salt Basin as part of portfolio 
diversification efforts.
During 2016, PDO was able to deliver 
some major projects in the gas sector, no-
tably the Yibal third-stage depletion com-
pression. The initial goal of the project is 
to help meet the increase in domestic gas 
demand as the mature field is set for con-
tinuing decline. Hence, the project will 
help sustain production from the Yibal 
Government Gas Plant to a peak output 
averaging 18 million m3 per day at a low-
er pressure, thereby boosting ultimate re-
covery. 

Destination of Oil Exports
(In Million Barrels)

Country of Destination 2012 2013 2014 2015 2016

China 140.1 180.8 210.5 237.6 251.1

Taiwan 33.4 27.4 33.9 27.8 18.8

Japan 38.2 29.3 13.8 9.6 14.2

United States of America - - - - 12.9

Korea, South 10.9 4.7 6.1 5.9 10.6

India 5.2 13.2 4.9 4.6 4.5

Thailand 19.0 17.1 15.1 9.4 0.4

Singapore 19.9 13.5 3.3 10.1 3.6

Others 7.1 18.3 4.6 3.1 5.8

Total 279.8 304.2 292.2 308.1 321.9

Source: Ministry of Oil and Gas.

In Numbers
With the exception 

of 2014, Omani crude 
oil exports registered 
an increasing trend in 
the last few years. The 
volume of oil exports 

grew by 4.5%  
(321.9 million barrels) 

in 2016 as compared to 

a growth of 5.4% 
in 2015.
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Moreover, the Yibal Khuff project, which 
entered the construction phase in 2016, 
is one of the largest and technically most 
complex venture to be implemented by 
PDO. The project targets peak average 
daily production of 20 thousand barrels of 
oil in 2020, and a gas plateau of 6 million 
m3 over a period of 18 years.
Also making excellent headway was Phase 
1 of the Khazzan tight gas development, 
one of the largest unconventional narrow 
reservoir (tight gas) projects in the Mid-
dle East.  By the end of 2016, construction 
work had crossed the 92 per cent mark. 
The project, which is 60 per cent owned 
by BP Oman and the rest by Oman Oil 
Company Exploration and Production 
(OOCEP), is on track to deliver first gas 
in the second half of 2017. Full field devel-
opment of the project will deliver plateau 
production of one billion cubic feet of gas 
(or 28.3 million cubic metres per day per 
day), which is equivalent to an increase of 
around a third of the Sultanate’s total dai-
ly gas supply. 
In addition, the partners in the proj-
ect signed an agreement with the gov-
ernment of the Sultanate amending 
the Block 61 exploration and produc-
tion-sharing agreement (EPSA) to ex-
tend the license area, paving the way 
for further development of the Khaz-
zan field. The extension adds more than 
1,000 square kilometres to the south and 
west of the original 2,700 square kilome-
tres of Block 61 and at the same time, it 
will allow a second phase
of development, accessing additional gas 
in the area already identified by drilling 
activity within the original block.
Daily production of natural gas increased 
5.3 per cent, reaching an output of 106.1 
million cubic metres (19.3 million m3 of 
associated gas and 86.8 million m3 of 
non-associated gas) per day in 2016 com-
pared to 103.6 million m3 in 2015. Natural 
gas accounted for about 40 per cent (47 
per cent including condensate) of PDO’s 
oil and gas production in 2016. PDO op-
erates on behalf of the government, the 
owner of all the non-associated gas re-
sources in Block 6.
Total production of natural gas increased 
to 40.844 billion m3 (7.071 billion m3 of 
associated gas and 33.774 billion m3 of 
non-associated gas) in 2016, up from 
39.801 billion m3 (7.001 billion m3 of 
associated gas and 32.801 billion m3 of 

non-associated gas) in 2015. Natural gas 
was used for power generation, indus-
tries, industrial projects, as well as in 
various oil fields as fuel and for re-injec-
tion in oil wells to enhance production.
Oman imported 5.5 million cubic meters 
per day of natural gas from Dolphin En-
ergy in 2016 to meet rising domestic de-
mand, more specifically for re-injection 
in oil wells. Natural gas is increasingly 
becoming a critical source of energy for 
the Omani economy with increased focus 
on economic diversification. A number 
of industries that have come on stream 
are energy intensive and combined with 
electricity demand growth, the demand 
for natural gas is expected to rise, going 
forward.
Another important component of Omani 
exports is natural gas. In 2016, Oman ex-
ported a total of 8.5 million metric tons of 
Liquefied Natural Gas (LNG). Oman LNG 
exported a total of 5.7 million metric tons, 
while 2.8 million metric tons were export-
ed by Qalhat LNG. The Sultanate also ex-
ported 0.254 million metric tons of Natu-
ral Gas Liquids (NGL) in 2016. [S
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NATURAL GAS IS INCREASINGLY BECOMING A 

CRITICAL SOURCE OF ENERGY FOR THE OMANI 

ECONOMY WITH INCREASED FOCUS ON ECONOMIC 

DIVERSIFICATION

Production & Uses of Natural Gas
(Million Cubic Meter)

2015 2016*
% Changes

2016/15

Production 39,801 40,844 2.6

Associated 7,001 7,071 1.0

Non Associated 38.2 33,774 3.0

Uses 39,806 40,849 2.6

A- Power Generations 8,324 7,993 -4.0

B- Industrial Areas 673 650 -3.3

C- Industrial Projects 22,036 23,042 4.6

D- Oil Fields 8,773 9,163 4.4

Fuel 2,755 2,928 6.3

Re-injection 3,707 3,781 2.0

Flared 1,426 1,662 16.5

Other 886 793 -10.5

*Provisional
Source: National Center for Statistics and Information.
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First steam from Oman’s Miraah project, representing an epic bid 
to harness the hydrocarbon potential of heavy oil reservoirs in 
southern Oman using the sun’s abundant energy, is on track for 

generation before the end of this year
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major milestone in the development of one of the world’s larg-
est solar parks in the Sultanate will be achieved later this year 
when one of the 36 glasshouse modules that together make up 
this monumental facility begins belching superheated steam.

Dubbed ‘Miraah’ (Arabic for ‘mirror’), the mammoth venture is currently 
in an advanced stage of completion near Amal in southern Oman.  A land-
mark initiative, Miraah underscores the tremendous potential for solar 
in the oil and gas industry.  Technology provided by US based GlassPoint 
can harness the sun’s free and renewable thermal energy to reduce the 
field’s gas consumption by up to 80 per cent, Indeed, the project’s inte-
grated solar steam solution has the potential to be a game-changer for 
producers as they seek to maintain profitability in today’s low oil price 
environment.
GlassPoint began working with PDO on a pilot plant to test the commer-
cial viability of using solar generated steam for heavy oil extraction. Con-
struction of the pilot was completed on time and within budget with zero 
LTIs in December 2012. 
As a result of the successful pilot project, PDO awarded GlassPoint a con-
tract to develop Miraah, a 1,021 MW solar thermal project. Miraah will 
be one of the world’s largest solar plants, delivering over one gigawatt 
of peak thermal energy. Once complete, the facility will generate 6,000 
tonnes of solar steam per day, delivering a significant portion of the steam 
requirements at PDO’s Amal oilfield. 
GlassPoint’s unique use of agricultural-style greenhouses protects solar 
collectors from the harsh desert environment, allowing for significant 
cost reductions and improved efficiency. Miraah is composed of 36 of 
GlassPoint’s greenhouse modules, which together will displace 5.6 tril-
lion British thermal units (BTUs) of natural gas per annum.
GlassPoint and PDO applied lessons learned from the pilot and ongoing 
R&D efforts, which has so far led to cost savings on the Miraah project 
over 40% compared with the cost of building the pilot plant. These sav-
ings result from deployment of improved designs, enhanced tooling, and 
growing workforce experience with solar construction.

A

Over 100 times 
bigger than the pilot 

project, Miraah 
is scheduled to 

generate steam from 
the first greenhouse 

block this year.  
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For Miraah, GlassPoint designed a new 
drive system that eliminates the pulley 
system and uses a third less motors. This 
further reduces installation and mainte-
nance costs compared to the previously 
used overhead pulleys. Design improve-
ments, coupled with increased manufac-
turing volume, have also led to total cost 
reductions in the aiming system of over 
60%.
GlassPoint is also continuously innovating 
and looking for opportunities to simplify 
the design, reducing overall material us-
age and weight of the system. Less stuff, 
means less cost.  Examples of this include:
By improving mirror collector manufac-
turing processes, GlassPoint reduced the 
material thickness by 18% while improv-
ing mirror performance. The mirror sup-
port structure, was also re-designed to re-
duce total material usage.
The onsite factory cut the number of ship-
ping containers used to deliver the collec-
tor structure to site in half and resulted in 
over $1 million savings in shipping costs.
The pilot’s mirror system uses an over-
head pulley system to rotate the mirrors 
throughout the day. 
Miraah’s greenhouses are taking shape 
with over 16,900 footing holes drilled to 
support the greenhouse structures, and 
over 11,300 poles already in place. Over 
1 million square metres of site grading 
for project Miraah have been completed.  
Around 240 mirrors have been installed, 
each one is 60 metres in length and 8 me-
tres in mirror aperture.  Around 14,640 
metres of receiver pipe have been laid as 
well.
Recently, GlassPoint celebrated the 
successful completion of one million 
man-hours without a lost time inju-
ry (LTI) on the Miraah project. This 
achievement illustrates GlassPoint’s 
unrelenting commitment to safety and 
the adoption of rigorous oil and gas in-
dustry best practices, a top official said. 
“On behalf of GlassPoint, I would like 
to thank everyone involved in this 
ground-breaking project for their com-
mitment to reaching this important safety 
milestone. Safety is at the heart of Glas-
sPoint and all its operations around the 
world. Our solar thermal technology was 
designed from the ground up to mini-
mize risks at each stage of construction. 
One million hours with zero LTIs is a 
significant achievement as Miraah ad-
vances towards the generation of first 

steam this year,” said Ben Bierman, 
Chief Operating Officer from GlassPoint. 
He added, “In planning Miraah, we ap-
plied both GlassPoint’s own rigorous 
standards, as well as those demanded 
by PDO. With that, we developed inno-
vative solutions to safeguard the health 
and safety of our workforce, especially 
in challenging desert conditions. Careful 
engineering, for example, reduces over-
head lifting and component fabrication is 
completed without mechanical aids and 
with no hazardous or flammable liquids. 

Additionally, much of the solar collec-
tors are assembled and installed at night, 
where we’ve established a mobile facto-
ry on site within the greenhouse struc-
ture, to mitigate the effects of extreme 
temperatures on the construction crew.” 
Noting that the effective management 
of health, safety and welfare along with 
the protection of the environment are 
overarching priorities for PDO, Hassan 
al Lawati, PDO’s Amal Cluster projects 
manager said: “Central to achieving one 
million hours with zero LTIs on Miraah 
has been GlassPoint’s uncompromising 
focus on skills and safety training. This 
is especially important when handling 
and installing acres of glass panels and 
the lightweight mirrors, which was com-
pletely new to our local contractors. This 
specialized training, combined with the 
determination of everyone involved in 
the project at GlassPoint and PDO, has 
enabled us to reach this milestone. As we 
now set our sights on reaching two mil-
lion LTI free man-hours, I would like to 
congratulate GlassPoint and the entire 
Miraah team on this great accomplish-
ment.”
Over 100 times bigger than the pilot proj-
ect, Miraah is scheduled to generate steam 
from the first greenhouse block this year.  
Once complete, its operations are expect-
ed to reduce carbon emissions by 300,000 
tons every year, the equivalent of taking 
63,000 cars permanently off the roads. 

GLASSPOINT IS ALSO CONTINUOUSLY 

INNOVATING AND LOOKING FOR OPPORTUNITIES 

TO SIMPLIFY THE DESIGN, REDUCING OVERALL 

MATERIAL USAGE AND WEIGHT OF THE SYSTEM. LESS 

STUFF, MEANS LESS COST
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By Karen E. Young

The renewable energy sector is at the cusp 
of economic diversi�cation e�orts and the 
recon�guration of Gulf political economies, as 
they come to rely more and more on external 
sources of �nance and non-oil revenue 

Prioritising renewable 
energy in a time 
of fiscal austerity

he decline in oil prices since late 2014 has created a changed 
policy environment for oil exporting countries, particularly 
those of the Gulf Cooperation Council, in which structural re-
forms are both necessary and politically feasible. The introduc-
tion of subsidy reforms and subsequent increase in the price 

of fuel, electricity, and water across the GCC states has been met, for the 
most part, with little confrontation. 
There is general public acquiescence to the need for economic diversifi-
cation away from oil revenue as well as for the provision of energy from 
renewable sources for domestic consumption. The financing of renewable 
energy within the Gulf states will require state investment, as well as pub-
lic-private partnerships including foreign direct investment. The oppor-
tunities for regulatory reform within the financial sector could provide in-
centives for innovative financing of the renewable energy infrastructure. 
The risks, however, are many; a steep increase in the global price of oil and 

T
centives for innovative financing of the renewable energy infrastructure. 
The risks, however, are many; a steep increase in the global price of oil and 
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FROM THE PERSPECTIVE OF GCC GOVERNMENTS, 

DELIVERY OF ELECTRICITY IS A PRIORITY FOR 

STATE DEVELOPMENT, FOR ATTRACTING FOREIGN 

INVESTMENT, AND ULTIMATELY FOR STATE SECURITY

gas could derail a diversification effort, while 
a sharp reduction in government outlays 
could create recession and worsen the invest-
ment climate for infrastructure development. 
The regulatory framework to encourage part-
nerships and foreign investment is also varied 
across the Gulf Arab states, leaving many gaps 
in insolvency and dispute settlement process-
es. The short-term could be an opportunity 
for renewable energy finance and innovation, 
as the global climate for infrastructure invest-
ment improves.
The current restraints on fiscal policy due to 
the decline in oil revenue have created both 
a logic for reform and demand for savings in 
government expenditure, which renewables 
can provide. Renewables can create savings 
simply by allowing oil and gas resources to 
be dedicated to export, rather than domestic 
consumption. Yet these restraints also create 
some disincentives for government spending 
in infrastructure. The new fiscal austerity 
has compelled governments across the GCC 
states to consider new ways to finance many 
of their spending needs, and financing renew-
able energy production is no exception. 

The case for increased renewables
The drivers of rising energy demand in the 
GCC states are quite straightforward: A pop-
ulation explosion (citizens and foreign la-
borers) and rapid economic development 
over the last three decades have led to surg-
ing demand for electricity, for industrial and 
residential uses. As these societies grow, their 
needs for infrastructure and services are also 
expanding. Governments have responded by 
devoting substantial resources to construct-
ing cities, prioritizing housing and retail 
properties, but also creating the support in-
frastructure in roads, water, and electricity 
generation to connect them.
The oil boom of the 1970s did not create the 
same kind of domestically-directed fiscal ex-
penditure; spending included the subsidiza-
tion of domestic energy consumption, largely 
in fuel, electricity, and water.
For decades, electricity generation in the GCC 
states has been dominated by gas and oil-fired 
plants. As export revenue from hydrocarbons 
has sharply declined, it is becoming untenable 
to use expensive fuels for domestic energy 
production that could otherwise be directed 
to export sales or domestic manufacturing 
of petrochemicals, or saved for later export. 
Furthermore, the transfer of energy between 
GCC states remains limited in both the trans-
fer and exchange of electricity and the import 
and export of liquefied natural gas, forcing 

states to rely on – and potentially exhaust – 
domestic sources of energy (largely oil) rather 
than trading and mixing gas and solar energy 
for electricity generation, for example.
In the current context of low oil and gas 
revenue, there is significant opportunity for 
renewable energy to play a role in meeting 
this rising energy demand. But the opportu-
nity is not without risks. To achieve stated 
renewable targets with minimal negative 
impacts, the GCC states will need to pursue 
assertive policy reform on multiple fronts 
simultaneously.

Opportunities 
From the perspective of GCC governments, 
delivery of electricity is a priority for state 
development, for attracting foreign invest-
ment, and ultimately for state security. In the 
current fiscal context, GCC countries face a 
complex situation of opportunity and risk in 
terms of seeking to meet rising energy de-
mand, achieve stated renewables targets, and 
finance renewable energy projects. Some op-
portunities and risks are regional, while oth-
ers reflect important differences within indi-
vidual country cases.
Some GCC states have been considering re-
newable energy investments for many years, 
even during the exceptional boom years of 
high oil prices. Often, this was led by pro-
jected demand growth: In 2010, for example, 
growth was estimated at 80 percent to 2015 – 
a clear indication that demand would outstrip 
supply and that heavy reliance on gas-fired 
electric plants was no longer tenable. This 
prompted GCC states to investigate renew-
able energy markets in the GCC in 2010. In 
some cases, public policy priorities to diversi-
fy economies and adopt alternative sources of 
electricity generation predate the current oil 
price decline. 
The development of renewable energy tech-
nologies is likely to lower their respective im-
plementation costs and will help solve several 
challenges facing the Gulf states. Tapping into 
an alternative source of energy for domestic 
use, for example, will allow governments to 
reserve oil and gas resources for more valu-
able export markets. Use of cleaner energy 
domestically will also reduce harmful green-
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house gases and alleviate associated impacts.
But perhaps most compelling is the opportu-
nity to embrace localized technology to sup-
port research, innovation, and ultimately job 
growth. Scholars examining the potential for 
adopting renewable energy technologies in 
the GCC states present a multipronged ar-
gument that suggests various economic and 
social policy goals can be achieved with a lim-
ited financial investment. The International 
Renewable Energy Agency (IRENA) claims 
that renewable energy industries in the Gulf 
states could create as many as 140,000 di-
rect jobs every year.  The IRENA report also 
stresses how Gulf policymakers have advo-
cated for the creation of renewable energy 
agencies and research organizations to help 

stimulate demand and domestic support for 
the clean energy transition.
Recently established organizations form a 
kind of epistemic community for renewable 
energy, with frontrunners including Mas-
dar in the UAE, the Dubai Supreme Council 
of Energy, and the King Abdullah Center for 
Atomic and Renewable Energy and the King 
Abdullah Petroleum and Research Center in 

Saudi Arabia. These efforts are amplified by 
private sector ventures such as the Arabian 
Company for Water and Power Development 
and the acquisition of Spanish solar company 
Fotowatio by Saudi businessman Abdul Latif 
Jameel.

Investment Risks
Despite aggressive goals and political will (in 
some states more than others), GCC coun-
tries have encountered obstacles to embrac-
ing renewable energy in power generation. In 
light of new stresses on fiscal priorities, there 
has been some evidence of backtracking on 
previous renewable energy production tar-
gets.  Despite new policy goals for sustainable 
domestic energy production, the economic 
reform process has put pressure on govern-
ments to prioritize social programs and pub-
lic sector jobs over new renewable and clean 
energy targets and investments.
Price is also an obstacle, as building new 
power plants is expensive. In 2010, based on 
projects in the UAE, cost estimates for re-
newable electricity generation ranged from 
$0.27 per kilowatt hour (/kWh) for ground 
mount PV (Photovoltaic) solar to $0.35/kWh 
for roof mount. These costs were difficult to 
justify to investors when citizens paid rough-
ly $0.01/kWh across the GCC states (or even 
less in Qatar). By January 2016, consultancies 
PwC and Eversheds advised clients that so-
lar PV had become cheaper than gas for new 
power projects in the Middle East. These re-
ports additionally indicated that renewables 

DESPITE AGGRESSIVE GOALS AND POLITICAL 

WILL (IN SOME STATES MORE THAN OTHERS), 

GCC COUNTRIES HAVE ENCOUNTERED OBSTACLES TO 

EMBRACING RENEWABLE ENERGY IN POWER GENERATION

Known as Miraah, 
which means mirror 

in Arabic, this project 
is far from the typical 

solar facility used to 
generate electricity. 

It is one of the world’s 
largest solar projects 
located at Petroleum 
Development Oman’s 

Amal oilfield in 
southern Oman.
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 DESPITE NEW POLICY GOALS FOR SUSTAINABLE 

DOMESTIC ENERGY PRODUCTION, THE ECONOMIC 

REFORM PROCESS HAS PUT PRESSURE ON GOVERNMENTS 

TO PRIORITIZE SOCIAL PROGRAMS AND PUBLIC SECTOR 

JOBS OVER NEW RENEWABLE AND CLEAN ENERGY 

TARGETS AND INVESTMENTS

were politically more acceptable as part of an 
energy mix, rather than a replacement of oth-
er sources.
Ironically, a continued downward trend in 
the price of oil could discourage government 
spending in infrastructure overall, including 
solar power. At present, the political incen-
tives for a renewable energy commitment 
are as compelling as the economic case. The 
more difficult targets will be standardizing 
distribution of electricity throughout the 
federation, which should be a shared goal of 
economic diversification and generating eco-
nomic growth. The possibilities for electrici-
ty export and trading among the GCC states 
using an existing grid system could be posi-
tive for cost reduction to power providers, a 
source of revenue to exporters, and a way to 
share excess capacity particularly in times of 
peak demand during the hot summer months.
A kind of institutional inertia is another obsta-
cle, in that renewable and clean energy pro-
duction requires policy change and commit-
ment. With some exception in the UAE, GCC 
governments have shown little public policy 
appetite for change. This is perhaps because 
vested interests in the oil and gas sectors tend 
to dominate energy ministries with set prac-
tices and preferences for power production, 
even when these preferences might be at odds 
with the overall goal of increasing oil and gas 
export revenue, which could be achieved by 
shifting to more renewables for domestic con-
sumption.
In just five years, movement in price and per-
ception is evident, reflecting the decline in 
oil revenue, readiness among policymakers 
and national utilities to embrace change, and 
a global change in finance mechanisms. Gulf 
states are open to the idea of renewable and 
clean energy production, but they need two 
key elements to make it happen: domestic in-
stitutional commitment to policy change and 
financing, with an acceptable level of shared 
risk to the government and local or foreign 
investors. There are also significant hurdles 
in the regulation of risk sharing between pri-
vate and public enterprises in the Gulf states, 
as the tradition of state-owned utilities is only 
beginning to shift toward partnership and pri-
vate operation models.

Legal frameworks, ownership 
structures, and financial products
The Gulf region appears ready for the idea of 
renewable energy and prepared to secure the 
financing needed to make it feasible. At pres-
ent, however, the region has only a limited 

set of legal frameworks that allow potential 
partners to share risk in large infrastructure 
investments. Additionally, availability of and 
access to financial products, including Islam-
ic bonds and other sharia-compliant finance 
structures, varies across countries. 
The necessity of legal and financial sector re-
form across the GCC states was evident before 
fiscal pressure heightened. Some states began 
implementing reform agendas years ago. 

Privatization of utilities, especially water, 
for example, began in the late 1990s through 
local joint ventures between state-owned 
or state-related entities and private compa-
nies, often through build-operate-transfer 
schemes.
In the financing of large infrastructure proj-
ects, there are a number of scenarios or ar-
rangements to share risk and cost. The World 
Bank defines a public-private partnership 
(PPP) as “a long-term contract between a 
private party and a government entity, for 
providing a public asset or service, in which 
the private party bears significant risk and 
management responsibility, and remunera-
tion is linked to performance.” The extent of 
involvement from inception to construction, 
management, financing, and joint ownership 
is set by contractual terms. Any involvement 
beyond a service contract and short of privat-
ization could be deemed a PPP.
The recent crisis has legitimated the reform 
logic, especially in diversification strategies 
that include renewable energy production 
targets, and intensified the speed of fiscal and 
labor market reforms. Because revenue can be 
generated from the sale, service, and manage-
ment of public entities, utilities become large 
targets in fiscal reform. Given the pressing 
need for a more efficient and flexible method 
of state-led growth, the reform process may 
now gain momentum. This is evidenced by 
recent action on two mechanisms Gulf states 
are considering to substantially lower the cost 
of providing energy and water: reduction of 
subsidies, taxes, and fees; and privatization. 
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For some states, the challenge is more imme-
diate than for others.
In debt capital markets in the GCC states, 
there is room for expansion of products that 
would help finance private sector efforts to 
partner in many economic sectors, not the 
least in providing local power production. 
According to a recent report by Moody’s, 
limited (corporate) bond issuance histori-
cally coupled with a heavy presence of state 
investments across a variety of sectors, most 

evident in construction, real estate, and in-
frastructure (including energy), has meant 
that capital markets are not well-developed. 
Simply put, there are not many finance tools 
for private investors and businesses to use to 
put together large projects because the dom-
inant source of finance is local bank loans. 
There are more creative ways to finance 
large projects in the energy sector, includ-
ing ways to divide ownership and operation 
roles and the provision of new technology. 
The logic driving the creation of new kinds 
of financing is in large part the proliferation 
of Gulf states’ own financing needs. Gulf 
states have been issuing their own debt, to 
both local and international markets, to meet 
these needs.
Ultimately, development of the legal and fi-
nancial frameworks that enable shared in-
vestment will determine how large invest-
ments in energy and water provision will 
move forward. The next section highlights 
various efforts in different countries to ini-
tiate reform.

Electricity and water  
subsidy reform
Relying on national hydrocarbon resourc-
es, which are in ready supply, GCC govern-
ments have been able to supply power and 
water to their customers at relatively low 
cost to national budgets. Additionally, keep-
ing charges to customers low has been seen 
as a way to share the wealth generated by re-
source revenue.
In Kuwait, water prices have been fixed for 
nationals and non-nationals at the same rate 
for 40 years, thus becoming increasingly 

subsidized with the passing of time. In the 
1970s, water was free to all households in 
Abu Dhabi; this changed somewhat in the 
early 1990s, also in a time of depressed oil 
prices, when non-nationals were made to 
pay for water. Current pricing is bifurcated, 
with costs to Emirati nationals still highly 
subsidized and noncitizen residents paying 
much higher rates. Under the new fiscal 
constraints, pricing of water and electricity 
has become contentious in the Gulf states. In 
the case of electricity, it is affected by factors 
such as the price of land, lease of land, facil-
ity construction, and ability to connect to a 
national grid system.
Since mid-2016, the government of Bah-
rain has been negotiating with members of 
Parliament to remove water and electricity 
subsidies to non-nationals and private sector 
businesses. By the last quarter of the year, all 
GCC states had embarked on a subsidy re-
form process, with differing levels of success 
in implementation.

Reform of ownership structures: 
Privatization
Gulf states are also amending laws on lending 
and forming new mechanisms to encourage 
private investment in utilities and infrastruc-
ture projects. One model of PPP allows for 
joint or shared ownership of a plant between 
a government entity and a private investor 
(or set of investors) and/or developers or 
operators. Another option, the engineering, 
procurement, and construction model, rests 
solely on the design and construction of the 
power plant itself. Ownership remains sole-
ly in the hands of the state. The independent 
power producer (IPP) model separates con-
struction and ownership of the plant from the 
electricity distributor, but involves a contrac-
tual agreement on the purchase of the elec-
tricity to be generated.
Abu Dhabi launched the first PPP in the GCC 
water sector in 1999 with the creation of the 
Abu Dhabi Water and Electricity Authority. 
By 2010, some 95 percent of desalinated wa-
ter in Abu Dhabi was produced through PPPs.
In 2005, an Omani decree (Royal Decree 
42/96) encouraged privatization by separat-
ing the energy ministry’s responsibility for 
electricity generation from that of new en-
tities that can participate in generation and 
distribution of power. Under this type of pri-
vatization scheme, the state maintains its role 
in the procurement of power but privatizes 
generation and transmission to PPP entities.
Starting in 2014, new laws in Dubai and Ku-

DEVELOPMENT OF THE LEGAL AND FINANCIAL 

FRAMEWORKS THAT ENABLE SHARED INVESTMENT 

WILL DETERMINE HOW LARGE INVESTMENTS IN ENERGY 

AND WATER PROVISION WILL MOVE FORWARD
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wait granted ownership stakes in and reve-
nue from assets to investors who fund origi-
nation costs for these kinds of infrastructure 
and utility projects. Various GCC countries 
have taken recent efforts to amend or create 
new PPP regulations, develop outlines for 
build-operate-transfer schemes, or stimulate 
full-on privatization proposals in which IPPs 
operate in place of – or in competition with – 
state owned utilities.

Conclusion: Future Gulf renewable 
energy opportunity and risk
In the GCC transition to renewable energy, 
much is at stake. The sector has the potential 
to solve some very critical problems for Gulf 
states in cost saving, preserving natural re-
sources, and building new institutional path-
ways for policy problem solving. But it will 
need to navigate a series of renegotiations 
between state, business, and society.
As oil prices seem likely to stabilize at “new 
normal” levels well below the highs of the 
last decade, and global growth is expected to 
be sluggish, GCC states will face more con-
straints in their fiscal policies and, in turn, 
their energy policies. Renewable energy now 
has the advantage of its cost saving logic, es-
pecially when states are more willing to ac-
cess external finance for its construction and 
distribution.
Additionally, opportunities for intergovern-
mental cooperation and feed in to the re-
gional GCC power grid could provide com-
petition and cost saving, while also fostering 
better cooperation among states. Greater 
cooperation could also increase tensions, 
especially when electricity generation and 
use are tied to long-term contracts and pro-
vision of natural gas. Any failed project, in 
construction completion or bankruptcy, will 
test legal systems and the new investment 
climate.
A future in which renewable energy is pro-
vided through PPPs and other schemes is 
new territory in Gulf state-society relations. 
States will also face tests of their abilities to 
manage new partnerships and structures of 
ownership of utilities and their distribution 
networks. 
The main test may be how citizens respond 
to price increases and new providers that 
are nonstate entities. Citizens may demand 
better service delivery and blame govern-
ments (and new corporates) if they perceive 
any failures arising. The social contract may 
not be changing outright, but a negotiation 
is taking place that shifts the focus of Gulf 

societies and leaderships to prioritizing eco-
nomic efficiency.
The current climate of fiscal austerity, in 
which all of the GCC states face deficits due 
to declining oil and gas revenue, is stimulat-
ing a new consensus for economic reform. 
It could also prompt some important insti-
tutional changes in the Gulf states’ political 
economy, including major changes in finan-
cial regulation and greater openness to for-
eign investment.
The effect is not a weakening of the state, but 
a more complex understanding of state-busi-
ness relations that acknowledges the useful-
ness of private sector funding and long-term 
investors, especially in bonds and sukuks. 
This shift in governance and economic de-
velopment policy for Gulf states is a major 

change, which political analysts and inves-
tors will watch closely.
In closing, the GCC states have new and 
strong incentives to invest in renewable en-
ergy:
■ as a way to preserve natural gas and oil re-
sources for export revenue,
■ as a means to create jobs in new technol-
ogy,
■ and as a tool to attract foreign investment.
The fiscal reform efforts of GCC states will 
require some regulatory reform that may im-
pact the ways that foreign investors and state 
entities interact, particularly in large infra-
structure projects in the energy sector. Re-
newable energy can attract different kinds of 
foreign investors, including those interested 
in products like green bonds and sukuks.
The renewable energy sector is at the cusp of 
economic diversification efforts and the re-
configuration of Gulf political economies, as 
they come to rely more and more on external 
sources of finance and non-oil revenue. Re-
newable energy is literally and figuratively a 
way to move the economies of the Gulf states 
away from oil. 

THE CURRENT CLIMATE OF FISCAL AUSTERITY 

IS STIMULATING A NEW CONSENSUS FOR 

ECONOMIC REFORM. IT COULD ALSO PROMPT SOME 

IMPORTANT INSTITUTIONAL CHANGES IN THE GULF 

STATES’ POLITICAL ECONOMY, INCLUDING MAJOR 

CHANGES IN FINANCIAL REGULATION AND GREATER 

OPENNESS TO FOREIGN INVESTMENT

The original version of 
this research paper, titled 
‘Prioritising Renewable 
Energy in a Time of Fiscal 
Austerity’, was published 
by The Arab States Gulf 
Institute in Washington 
(AGSIW) as part of its 
‘Visions of Change Series’.
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Energy-importing countries and the UAE will continue to accelerate the 
development of their renewable energy sectors, with Saudi Arabia also 
�nally launching its own programme. With some of the best resources in the 
world, renewables have great potential in the Arab world. But this requires 
governments to rise to the challenge and improve the regulatory environment 
to attract investment in one of the fastest-growing energy markets
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Abu Dhabi’s 
Sweihan PV 

project broke 
the price record 

previously set by 
800MW phase 
3 of the Dubai 

Solar Park, having 
received the 

lowest bids from 
Japan’s Marubeni 

and China’s 
JinkoSolar. 

ver the past decade, several Arab countries have announced am-
bitious renewable-energy targets. With power demand require-
ments expected to increase at an annual rate of 7.4% until 2021, 
governments are keen to increase the share of renewables in the 

power mix. Shortage of gas and increasing reliance on liquid fuels, a key prod-
uct for export, in some countries such as Saudi Arabia and Kuwait has also 
added to the urgency of energy diversification, while environmental concerns 
also increase. 
But progress has been mixed, because net energy importers and net energy 
exporters face different realities. To support their renewable sectors, countries 
such as Jordan and Egypt introduced feed in tariffs (FiTs), tax exemptions, 
and power-purchase agreements (PPA). On the other hand, energy-exporting 
countries – with the exception of the UAE - have done little to incorporate re-
newables, as they continue to rely on cheap-to-extract conventional sources to 
meet rising electricity demand. But this is starting to change, notably in Saudi 
Arabia, which finally looks set to issue tenders for wind and PV projects this 
year. The falling cost of technology has also given some countries an opportu-
nity to move towards increasingly cost-competitive renewable energy, while 
government support, like in other parts of the world, will be instrumental in 
driving growth of renewables in the region. 

In the lead 
Reliance on fuel imports to meet domestic demand and rising import bills have 
pushed Morocco and Jordan to diversify their energy sources. The two coun-
tries are leading the way for renewable development in the region. In Morocco, 
the government’s target of 2GW of solar and 2GW of wind power by 2020 is on 
track, with current wind capacity at over 750MW. A significant driver behind 
the large increase in wind capacity over the last two years has been the start-
up of the 300MW Tarfaya wind project in 2014. The project is a joint venture 
between GDF Suez and Nareva Holding and was financed by local banks. The 
last 12 months have also seen other impressive developments in the country. 
Five wind projects totalling 850MW were awarded with record bids ranging 
from $25-30/MWh. 

O
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In Numbers
Renewable energy 
success will 
ultimately rely on its 
cost competitiveness. 
The IEA estimates 
that global average 
onshore wind 
costs decreased by 

30% while those 
for solar PV dropped 

by 70% from 
2010-2015.

As for solar, phase 1 of the Noor CSP proj-
ect was commissioned in 2016, while Noor-2 
and Noor-3 are expected to add a combined 
350MW by the end of 2017. Upon comple-
tion, Noor will become the largest CSP proj-
ect in the world. The multi-billion dollar 
project is financed by international devel-
opment agencies including the European 
Investment Bank (EIB) and the African De-
velopment Bank (AFDB). Additionally, the 
country recently awarded the 170MW Noor 
PV1 to an ACWA-led consortium. The elec-
tricity will be sold at $0.048/kWh and the 
project will be commissioned in 2018. 
Jordan’s commissioning of the 117MW Ta-
fila wind project in the second half of 2015 
was a milestone for the kingdom. The proj-
ect had an estimated cost of $287m and was 
financed by the International Finance Cor-
poration (IFC), EIB, and other international 
institutions. The country is also expecting 
two major wind additions. Korea’s Kepco 
89MW Fujeij wind project, financed by the 
Korean export agency and Japan’s Mizuho, 
will come on line in 2018. The second proj-
ect is the 86MW Al Rajef wind project in 
Ma’an, financed by the EBRD and expected 
to come on line in 2019. Both projects oper-
ate under the Build, Own, Operate, Transfer 
(BOOT) model with the Jordanian govern-
ment guaranteeing to purchase electricity 
under a 20-year PPA. As for PV, the country 
will increase its initial target of 600MW by 
2020 to 1GW. 
The 103MW Quweira PV plant will come 
on line this year in southern Jordan – led 
by UAE’s Enviromena and Spain’s TSK. The 
country also has several small solar plants 
each with a capacity of around 50MW under 
development. These projects were also fi-
nanced by various international institutions 
and banks. More recently, the UAE’s renew-
ables company Masdar announced that it 
will build a 200MW PV plant, which will be 
backed by the IFC and is expected to come 
on line in 2020. 

BOOT model
Masdar’s investment in Jordan is consistent 
with the UAE’s serious commitment to de-
veloping solar energy, both abroad and do-
mestically. The 100MW Shams CSP plant 
has been operational since 2014 in Abu Dha-
bi. The cost of the project was $600m and 
was financed by a consortium of interna-
tional banks including BNP Paribas, Nation-
al Bank of Abu Dhabi and Mizuho. 

More recently, Abu Dhabi’s Sweihan PV 
project broke the price record previously 
set by 800MW phase 3 of the Dubai Solar 
Park, having received the lowest bids from 
Japan’s Marubeni and China’s JinkoSolar. 
Initially planned at 350MW, the consortium 
submitted a proposal for $0.024/kWh but 
increased the plant’s capacity to 1.18GW. 
The project will operate under a BOOT 
model and will be owned by state utility Ad-
wea (60%), Marubeni (20%) and JinkoSolar 
(20%). International lenders will provide fi-
nancing for the project. In Dubai, after the 
13MW Phase I of the Dubai Solar Park was 
completed in 2013, the 200MW Phase II 
came on line in early 2017, achieving a then 
world record of $0.0584/kWh. Phase III 
was recently awarded to a consortium led 
by Masdar, after receiving a bid of $0.0299/
kWh, with plans to bring 800MW on line by 
2020. 

Egypt announced plans to develop 2.5GW of 
wind, 1.7GW PV, and 100MW of CSP capac-
ity by 2020, but has been struggling with its 
ambitious programme. The country intends 
to add nearly 400MW of wind capacity in 
Gebel El Zeit – expected on line in 2017. It 
recently increased its wind capacity by 35% 
with the addition of the 200MW Gebel El 
Zeit, bringing total renewable capacity in 
the country to over 900MW, of which wind 
power is around 800MW. Renewable energy 
plans have also been boosted by the massive 
contract awarded to Siemens to develop 12 
wind farms with a total capacity of 2GW. 
Although there is strong interest in the 
Egyptian market, the country’s acute fi-
nancial situation, low foreign reserves, and 
weakening pound are all major concerns for 
international investors. Financing remains 
the government’s biggest obstacle, and the 
conditions noted above are forcing inter-
national banks to insist on more stringent 
financing terms. Consequently, the govern-
ment has little choice but to rely on inter-

THE FALLING COST OF TECHNOLOGY HAS GIVEN 

SOME COUNTRIES AN OPPORTUNITY TO MOVE 

TOWARDS INCREASINGLY COST-COMPETITIVE RENEWABLE 

ENERGY, WHILE GOVERNMENT SUPPORT, LIKE IN OTHER 

PARTS OF THE WORLD, WILL BE INSTRUMENTAL IN DRIVING 

GROWTH OF RENEWABLES IN THE REGION
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national lenders like the IFC and EBRD for 
financing. Both institutions are supporting 
the second round of the country’s FiT pro-
gramme, having recently pledged $350m to 
support the development of 400MW of PV. 
In addition to financing challenges, the gov-
ernment’s insistence that it will purchase 
electricity from private generators in the 
local currency is making potential investors 
anxious at a time of significant market fluc-
tuations. In terms of payments, a proportion 
of the tariff will be paid in US dollars, while 
60-70% will be paid in Egyptian pounds, and 
will be tracked by market exchange rates. To 
attract more investors in the second round of 
its 4.3GW FiT programme, the government 
recently allayed major concerns for poten-
tial investors regarding arbitration, which 
has long been a major obstacle to renew-
able projects. In the event of disputes, set-
tlements can now take place in Paris court 
if developers were not satisfied by Egyptian 
court rulings.

Big-ticket investments
The Kingdom recently announced plans to 
seek $30-50bn in investments by 2023 to 
help meet the 10GW capacity target for so-
lar and wind energy. This comes in place of 
the King Abdullah City for Atomic and Re-
newable Energy (KACARE) plans in 2012 to 
invest $109bn to produce 54GW of renew-

ables and nuclear by 2032. While the main 
obstacle behind renewable deployment in 
most countries is financial, the Kingdom’s 
original renewable plan never kicked off due 
to preferred reliance on conventional power 
plants to meet the increase in electricity de-
mand and the absence of supporting policy 
frameworks for renewable programmes to 
succeed. The government is now starting to 
address this issue. 
The new Ministry of Energy and Industry 
will take charge of the country’s renew-
able-energy programme. The Renewable 
Energy Project Development Office (Repdo), 
a dedicated unit to oversee the programme, 
will report to a renewable-energy steering 
committee chaired by the Minister Khalid 
Al-Falih. Repdo has already shortlisted com-
panies for the first round of projects, aimed 
at tendering 300MW of PV and 400MW of 
wind as IPP projects. The ministry will back 
the projects with 20 and 25-year PPAs for 
wind and PV. The solar project will be lo-
cated in the Al-Jawf region while the wind 
farm will be in Tabuk. The ministry also an-
nounced that it will launch a second tender-
ing round at the end of the year for 400MW 
of wind and 620MW of PV. The government 
is clearly signalling to the market its strong 
desire to kick-start its renewable-energy 
programme, and tenders are expected to be 
signed in the next few months. 

In Numbers
The IEA estimates 

that global average 
onshore wind costs 

decreased by 30% 
while those for solar PV 

dropped by 70% 
from 2010-2015. The 

agency also expects a 

further 25% and 

15% decline in 
costs for PV and wind 
respectively by 2021.
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Supporting policies 
Regulatory support is improving as sev-
eral countries accelerate the expansion 
of their renewable sectors. Jordan was 
the first Arab country to introduce FiTs 
in 2012. The first round of tenders in 2013 
led to the procurement of 200MW of PV 
over 12 projects, of which 11 received a FiT 
of $0.160/kWh and the 52.5MW Shams 
Ma’an project, expected on line by the end 
of 2016, received $0.149/kWh. The sec-
ond round of tenders – concluded in 2015 
through competitive bidding – led to the 
procurement of an additional 200MW of 
PV divided into four 50MW projects. The 
offers for the four 40MW plants were 
$61.3/MWh, $64.9/MWh, $69.1/MWh 
and $76.7/MWh, around 50% less than the 
FiTs offered in the previous tender round. 
The government offered FiTs in the first 
round to attract foreign investment. But 
there has been a change in strategy as the 
government offered tenders under com-
petitive bidding, which attracted very low 
prices. Given the very competitive prices 
it was able to receive, the government is 
unlikely to revert back to FiTs for future 
projects. 
Egypt also has a FiT programme, but confu-
sion surrounds it. After first offering devel-
opers tariffs of $0.046-0.115/kWh for wind 
and $0.09-0.144/kWh for solar, the govern-
ment recently slashed the tariff for solar to 
$0.084/kWh – a near 40% decrease. It is still 
too early to see how potential investors will 
respond, and whether they will secure an 
adequate return on investment. In Moroc-
co, a FiT policy does not exist but a similar 
scheme called the EnergiPro was launched 
in 2006. Under this programme, industri-
al consumers can invest in renewables and 
the government-owned utility guarantees 
to buy the surplus electricity at favourable 
rates. Other economic support mechanisms 
in the region include tax reliefs, net meter-
ing, and capital grants - while regulatory 
support mechanisms include renewable en-
ergy laws and national targets. However, the 
main incentive for private developers will be 
government-backed long-term PPAs, which 
along with price competitiveness in the re-
gion, will be the main drivers. 

Falling costs 
Renewable energy success will ultimately 
rely on its cost competitiveness. The IEA 
estimates that global average onshore wind 
costs decreased by 30% while those for so-

lar PV dropped by 70% from 2010-2015. The 
agency also expects a further 25% and 15% 
decline in costs for PV and wind respective-
ly by 2021. These cost savings are mainly at-
tributed to technological advancements and 
economies of scale due to increased manu-
facturing activities in Asia. Continuing in-
vestments and additional capacities will re-
sult in further cost reductions.
The last few years have seen some of the 
lowest renewable energy prices in history. 
In 2015, the UAE received a solar PV ten-
der from ACWA of $0.0584/kWh for the 
200MW phase II Dubai Solar Park while 
Egypt was able to achieve $0.05/kWh for 
onshore wind. In 2016, the region broke re-
cords again when Morocco received average 
bids of $0.03/kWh for five wind projects 
and the 800MW phase III of the Dubai So-
lar Park received $0.0299/kWh. The solar 
record was recently broken by the 1.18GW 
Sweihan PV project in Abu Dhabi, which re-
ceived $0.024/kWh from Asian companies 
Marubeni and JinkoSolar. 

These prices are very promising for the re-
gion, given that Qatar and Algeria to a less-
er extent are the only Arab countries with 
abundant cheap natural gas. Gas supplies in 
Abu Dhabi and Egypt are estimated to cost in 
the range of $5-6/MMBtu and can be more 
expensive in other countries. Based on these 
estimates, solar PV and onshore wind are ca-
pable of undercutting conventional sources 
in some countries, despite the widespread 
perception that renewables are not cost 
competitive. 

Slow progress 
However, other net-exporting countries are 
struggling to kick start their programmes. 
Large oil and gas reserves and cheap ex-
traction costs mean that hydrocarbons con-
tinue to meet rising demand in countries 
like Kuwait, Qatar and Algeria. Policy un-

RENEWABLE ENERGY SUCCESS WILL ULTIMATELY 

RELY ON ITS COST COMPETITIVENESS. THE IEA 

ESTIMATES THAT GLOBAL AVERAGE ONSHORE WIND COSTS 

DECREASED BY 30% WHILE THOSE FOR SOLAR PV DROPPED 

BY 70% FROM 2010-2015. THE AGENCY ALSO EXPECTS A 

FURTHER 25% AND 15% DECLINE IN COSTS FOR PV AND WIND 

RESPECTIVELY BY 2021
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certainty and lack of an efficient regulatory 
framework are mainly responsible for slow 
progress. 
Kuwait declared a 5% renewable-ener-
gy target by 2020 but only has the 50MW 
Al-Shagaya CSP plant under development. 
In Oman, Masdar will be responsible for 
building 50MW of wind capacity in Har-
weel, while the government more recently 
submitted requests for proposals for the de-
velopment of 200MW of PV. 
Elsewhere, Qatar and Bahrain have made 
minor investments in renewables, but with 
no significant additions expected in the short 
term. In Algeria, the government recently 
announced plans to develop around 4GW of 
PV as part of its ambitious programme to de-

velop 22GW of renewables by 2030. The gov-
ernment aims to issue three tenders, each for 
1.35GW and operating under the IPP mod-
el – with the government entities holding a 
majority stake of the projects. So far, though, 
much obscurity surrounds the programme 
and progress is likely to be slow. 
Despite many claims that renewable energy 
will never reach its potential – unless subsi-
dies are phased out – fuel subsidies are one of 
the constraints for renewable development 
and other factors play a more important role. 
One problem lies in the electricity-market 
structure in Arab countries. Almost all rely 
on a state-owned wholesale entity to buy and 
sell electricity. Government wholesale buy-
ers decide the purchase price of electricity 
from generators as well as the selling price 
to consumers. If governments want to keep 
prices low for end-consumers, there is noth-
ing to prevent them from incentivising re-
newable-energy sources the same way they 
subsidise electricity prices from convention-
al sources – although this will exert more 
pressure on tight budgets in the current en-
vironment. 
Nevertheless, there are many reasons to be 
optimistic about the future of renewables in 
the region. Net-importing countries such as 
Morocco and Jordan, driven by their desire 
to reduce dependency on fuel imports even 
in the current low oil price environment, will 
continue to lead the drive for renewable en-
ergy in the region. But financing is becoming 
more challenging in the current environ-
ment and these countries need to continue 
developing their regulatory framework to 
attract investment into this sector. In net-ex-
porting countries – with the exception of the 
UAE – the share of renewables in the power 
mix will remain fairly small as they continue 
to rely primarily on conventional sources for 
additional capacity in the coming years and 
will use demand-side efficiency and price re-
form as measures to tackle rising electricity 
demand. 
However, at last, there are some serious signs 
that Saudi Arabia has kick-started its scaled 
down programme. The region has received 
some of the lowest renewable energy prices 
awarded globally for both PV and wind, and 
with some of the best resources in the world, 
renewables have great potential in the Arab 
world. But this requires that governments 
rise to the challenge and improve the regula-
tory and investment environment to attract 
investment in one of the fastest-growing en-
ergy markets. ©
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Renewables sector will require upwards of $200 billion 
in the short term, says new report

MENA emerges as one 
of the largest renewable 
energy markets

he Middle East and North Africa (Mena) region is embarking 
on an unprecedented programme to develop renewable energy, 
with more than 67GW of clean energy projects at various stages 
of the design and study stage, according to Renewable Energy 

in the Mena Region 2017, a new report from business intelligence service 
MEED.
MEED estimates that this will require investment upwards of $200 bil-
lion, in addition to the expansion and upgrading of existing networks to 
facilitate the extra capacity.
The pipeline of renewable energy projects will increase further in the next 
five years as governments seek to meet the rapidly growing demand for 
power through implementing ambitious renewable energy programmes.
Unsurprisingly due to the region’s significant hydrocarbon reserves, the 
Middle East has been slow to adopt renewable energy. However, this has 
started to change significantly over the past five years. In 2013, the UAE 
emirate of Abu Dhabi commissioned the region’s first utility scale solar 
plant, 100MW Shams 1 concentrated solar power (CSP) plant. Since then, 
the dramatic fall in the cost of photovoltaic (PV) solar has resulted in re-
gional utilities launching some of the world’s largest solar projects, which 
have been supported by the submission of record low tariffs. 
In the 12 countries covered in-depth by the report, total installed gener-
ating capacity in 2015 was 271,761MW, with just over 7 per cent of this 
coming from renewable energy capacity. However, the vast majority of 
this capacity is hydropower, with only Morocco in North Africa and Abu 
Dhabi and Dubai in UAE having commissioned solar projects with capac-
ities greater than 100MW. 
This is set to change significantly in the coming years, with the record-low 
tariffs being achieved for utility-scale renewables projects throughout the 
region changing the perceptions of governments and utilities towards re-
newable energy. From almost an absence of renewable energy 10 years 
ago, almost all of the 12 countries analysed in the report have some form 
of renewable energy targets.

T
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MEED’s latest provides a detailed break-
down and country-by-country analysis 
of renewable energy targets and planned 
projects along with clients and key play-
ers in each market.
While the favourable conditions for im-
plementing renewable energy in the Mena 
region have long been known, the push 
from governments to shore up energy se-
curity through diversification of fuel for 
power generation and the falling cost of 
technologies is driving the push towards 
major clean energy programmes.

Gas concerns
A key driver behind the push for energy di-
versification in the Mena region is the sharp 
growth in demand for gas. With increased 
efficiency and lower emissions than other 
fossil fuels, gas has become the favoured fuel 
for power generation across the region over 
the past two decades.
However, with the exception of Qatar, all of 
the GCC states are facing a tight gas market, 
with competing demands from oil, industri-

al and utility sectors. Outside the GCC, Jor-
dan has been hit by a rising energy import 
bill in recent years as it has been forced to 
increase the use of oil due to the decline of 
natural gas supplies from Egypt. In North 
Africa, Egypt has also turned to LNG im-
ports and Morocco is planning an ambitious 
$4.6bn gas-to-power project to boost gas 
supplies and generation capacity. 
While new alternatives such as nuclear and 
coal are being explored and a handful of 
projects being implemented across the re-
gion, renewable energy is quickly emerging 
as the preferred alternative to conventional 
oil and gas fired plants. The key driver be-
hind the push for renewable energy is eco-
nomics, with renewable energy not only 
achieving parity with traditional thermal 
fossil fuel generation in the Middle East, but 
in 2016 actually falling below those achieved 
for conventional fossil fuel-fired plants.

Falling cost
The fall in oil price has resulted in an in-
creased drive for private sector partici-

The MENA region 
saw over 2 GW of 

new solar capacity 
tendered in 2016, and 

2017 looks to easily 
surpass this level as 

hundreds of billions of 
dollars begin to flow 
into green energy in 

the Arab world.
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pation in the region’s utilities markets. 
The move towards the independent 
power producer (IPP) and indepen-
dent water and power producer (IWPP) 
model has enabled some of the largest 
international developers to bid compet-
itively and submit some of the lowest 
prices in the world for renewable ener-
gy projects.
Although competitively tendered IPP 
projects will continue to drive the re-
gion’s largest renewable projects, some 
of the region’s less wealthy govern-
ments have been implementing alter-
native frameworks and policies to kick-
start renewable energy programmes on 
a smaller scale. The implementation of a 
well-structured feed-in-tariff (FiT) pro-
gramme) in Jordan has allowed Amman 
to develop significant renewable energy 
capacity with cost effective tariffs.
While much of the focus of the region’s 
renewables market to date has been on 
large-scale utility solar and wind proj-
ects, if the region is to achieve some of 

its most ambitious long term goals the 
successful deployment of small-scale 
renewable initiatives is vital. 
Covering 12 countries, MEED’s Renew-
able Energy in the MENA region 2017 
report explains the structure of the re-
newables market in each geography, 
the key government actors driving in-
vestment in the sector, existing capaci-
ty, projects planned and underway and 
incentives for investing in renewables. 
It also analyses plans and initiatives for 
rooftop solar and offgrid solar initia-
tives throughout the region. 

WHILE MUCH OF THE FOCUS OF THE REGION�S 

RENEWABLES MARKET TO DATE HAS BEEN ON 

LARGE-SCALE UTILITY SOLAR AND WIND PROJECTS, IF 

THE REGION IS TO ACHIEVE SOME OF ITS MOST AMBITIOUS 

LONG TERM GOALS THE SUCCESSFUL DEPLOYMENT OF 

SMALL-SCALE RENEWABLE INITIATIVES IS VITAL
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AAbu Dhabi’s renewable energy company, Masdar, has signed 
an Engineering, Procurement & Construction (EPC) contract 
with a global consortium comprising GE and Spain’s TSK to 
build the Dhofar Wind Power Project, the first large-scale 

wind farm in Oman and the GCC.
The Dhofar Wind Power Project is a result of the joint development agree-
ment that was established in 2014 between Masdar and the Rural Areas 
Electricity Company of Oman (RAECO). Funding for the wind farm is 
provided by the Abu Dhabi Fund for Development (ADFD), a leading na-
tional entity supporting global socio-economic development initiatives.
The 50 MW wind farm takes its name from the southern Omani gover-
norate, the largest of the Sultanate’s 11 governorates, and will electrify 
an estimated 16,000 homes and offset 110,000 tonnes of carbon dioxide 
emissions a year.
Commenting on the signing ceremony, Mohamed Jameel al Ramahi, 
Chief Executive Officer of Masdar, said: “Oman has immense untapped 
potential in renewable energy, particularly in solar and wind. Masdar is 
proud to be supporting the historically close ties between the UAE and 
the Sultanate by providing our experience and expertise from delivering 
cutting-edge renewable energy solutions across the world. The Dhofar 
Wind Power Project will play an important role in supporting the diversi-
fication of Oman’s energy mix, while providing a reliable source of clean 
power to serve its growing population and economy.”
Saleh bin Nasser al Rumhi, Chief Executive Officer of RAECO, added: 
“We are pleased to be supporting this project and the construction of the 
Dhofar Wind Power Project, which will be launched after signing of the 
project development agreement with Masdar in 2014.”
 “This project represents a fundamental shift in clean energy projects in 
the region and in the Sultanate in particular. It is the first project of its 
kind in the Gulf region and will offset 110,000 tonnes of carbon dioxide 
emissions,” he added. “The signing of this agreement signifies a major 
step in the development of the Dhofar Wind Power Project and is testi-
mony to the strong relationship between the Sultanate of Oman and the 
UAE. We look forward to the signing of other associated agreements re-
lated to the project this October.”
Mohammed Saif al Suwaidi, Director General of ADFD noted, “We are 
proud to fund the Dhofar Wind Power Project, the first of its kind in 
Oman with its innovative technology and which upon completion will 
contribute to the Sultanate’s position as a clean energy leader in the re-

The Dhofar Wind Power Project is a result of a joint 
development agreement signed in 2014 between Masdar 
and the Rural Areas Electricity Company of Oman (RAECO)

Oman’s first wind farm 
project set to be a reality
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gion and will represent seven per cent of 
the total installed power generation ca-
pacity in the Dhofar governorate, includ-
ing its capital city Salalah, a major port 
and free zone”.
 “Over the past four and a half decades, the 
Fund has been an instrumental and inte-
gral global development aid entity com-
mitted to supporting sustainable econom-
ic growth around the world” he added. 
“This 50 MW project will not only serve 
as a model of modern power generation 
but more importantly, demonstrate the 
commercial viability of wind technology 
in the Sultanate. In addition, it will help 
facilitate greater knowledge transfer in 
renewable energy between the UAE and 
Oman. Today, this multi-partner initiative 
is another strategic clean energy endeavor 
ADFD is pleased to support.” 
GE will lead the EPC consortium, and will 
provide the project’s 13 wind turbines pow-
ered by the company’s latest 3.8MW wind 
turbine generator solution. Built upon the 
technology of its predecessors, the turbine 

represents the latest development in GE’s 
wind turbine platform, increasing both 
annual energy production and flexibility 
in operation. TSK will support the consor-
tium partners with the construction of the 
balance of plant.
For Masdar, this is yet another milestone 
in the field of wind energy after having 
developed the 117MW Tafila wind farm 
in Jordan, the Middle East’s first utili-
ty-scale wind power project. Masdar is 
also leading new developments in the off-
shore wind industry through its invest-
ment in Hywind Scotland, the world’s 
first commercial-scale floating offshore 
wind farm and Masdar’s latest project 
in the United Kingdom, in addition to 
the London Array and Dudgeon offshore 
wind farms. 

THIS PROJECT REPRESENTS A FUNDAMENTAL 

SHIFT IN CLEAN ENERGY PROJECTS IN THE 

REGION AND IN THE SULTANATE IN PARTICULAR

Rotor diameter: 

130 m

85
Hub height:

 m

DHOFAR WIND POWER PROJECT

85 m85 m
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80years of 
PDO as 
Oman’s 
engine  
of growth

etroleum Development Oman’s (PDO) birth was not exactly an 
easy one.
The Iraq Petroleum Company formed a subsidiary called Petro-
leum Concessions Limited to seek concessions outside Iraq, and 

in June 1937 Basil Lermitte, the IPC representative based in Bahrain, visited 
Oman.
He reached an agreement with Sultan Said bin Taimur, who recognized that 
his financial straits would be eased by the IPC’s down payment and rent-
al of some 100,000 rupees. On 24 June 1937, the IPC signed options for a 
75-year concession for Oman and a separate one for Dhofar. These options 
were subsequently assigned to Petroleum Development (Oman and Dhofar) 
to manage.
Because of instability in some parts of the country, the agreement explic-
itly admitted the difficulties of working in the tribal areas of the Interior: 
“The Company recognises that certain parts of the Sultan’s territory are not 
at present safe for its operations. The Sultan undertakes on his part to use 
his good offices with a view to making it possible for representatives of the 

P

In a special tribute marking 
the 80th anniversary of 
its founding and the 50th 
anniversary of the start of 
Omani crude oil exports, 
Petroleum Development 
Oman (PDO) looks back on 
its proud, momentous and 
longstanding contribution 
to the nation’s economic 
development
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Loading operations, 
pipeline laying and 
even living and working 
conditions for all staff 
improved tremendously 
after 27 July 1967.

Company to enter such parts and will in-
form the Company as soon as such parts 
become safe.”
During the winter of 1937-38 IPC geologists 
carried out initial surveys along the coast 
of Oman from their base in Dubai. They 
planned a more extensive programme for 
the Dhahirah during the winter of 1938-39, 
but met tribal resistance.
The two American geologists involved, 
M. Hotchkiss and Lester S. Thompson set 
off from the Batinah and up the Wadi Ha-
wasinah towards Ibri. However, they came 
under fire and had to detour to Yanqul and 
then to Dank, Jabal Hafit and Al Buraimi.
However, the expedition had little oppor-
tunity to evaluate properly the geology 
along their route. As the British explorer 
Wilfred Thesiger noted in a similar context 
when travelling between Ibri and Al Bu-
raymi a decade later: ‘The discovery of oil 
on the Trucial coast has roused the cupid-
ity and suspicion of the nearby tribes and 
has made them increasingly jealous of their 
rights.”
The IPC did manage to carry out some ae-
rial survey work and organize some brief 
visits to points along the Batinah coast and 
in Dhofar, which was regarded as unprom-

ising. The Second World War intervened, 
and all fieldwork came to a halt.
However, despite the inauspicious origins, 
PDO’s journey had well and truly begun.

Birth of an oil-exporting nation
As the Norwegian tanker Mosprince sailed 
away from PDO’s terminal at Saih Al Maleh 
(later renamed Mina Al Fahal) with its car-
go of crude oil on board, Oman had truly 
arrived among the world’s oil exporting 
countries.
The oil that was loaded aboard the 83,000-
ton ship on 27 July, 1967 came from PDO’s 
fields at Fahud and Naith and was destined 
for Japan on behalf of Shell International 
Petroleum Co. These fields were the first to 
be commercially developed by the Compa-
ny - a feat achieved in three years at a cost 
of US$70 million.
Oil was piped to Saih Al Maleh through 
what was then the first significant pipeline 
to be constructed in Oman. That original 
pipeline has been expanded and extended 
to become PDO’s 1,500km Main Oil Line, 
which today spans the country from Mar-
mul in the south to Lekhwair in the north.
The ground for PDO’s tank farm was laid 
in 1966, with the work undertaken by the 
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Chicago Bridge Construction Co. There 
were originally six tanks, numbered 101 to 
106, and the oil in them was measured by 
hand, using dipsticks.
Tank farm workers also removed samples 
for quality analysis in PDO’s laboratory. 
Now the tank farm has 10 tanks, with a 
maximum capacity of 5.3 million barrels, 
and all their operations are computer con-
trolled.
As the Mosprince, belonging to the Mosvold 
Shipping Company of Norway, neared 
Omani waters its captain had no map refer-
ence for Saih Al Maleh, so he had to wait for 
a mooring launch to direct him to the single 
buoy mooring (SBM) through which the oil 
would be delivered.
In spite of the momentousness of the oc-
casion, there was little fanfare. David Rus-
sell, senior construction engineer in the Oil 
Construction department, described how 
the export of the first oil was “actually a 
very low-key affair.”
He said: “A hand from Williams Brothers 
(the main construction contractor for the 
onshore oil facilities and pipeline work) 
and I opened the valve for the first oil to 
leave the tanks.
“Upon opening the valve, we could hear 
the screaming gush of oil as it flowed to the 
export line. But as the second valve was in 
turn (manually) opened the turbulent noise 
settled down.
“The first shipment took several days to 
load. I didn’t have much sleep during it, as I 
had to be on hand to monitor the operation 
of the makeshift equipment.

Darwish Al Zadjali, who was measuring 
crude in the tanks, recalled: “At first, some 
rough seas held us up, then after the ship 
was connected to our SBM and the pipe was 
opened up, a lot of dirt and water – not oil 
– came through as this was the first time it 
had ever been used.
“The tankers had to go out to sea to wash out 
its tanks before the oil loading could start 
properly. Everything was done by hand in 
those days.”
The bill of lading for the first consignment of 
Omani oil – one of the most important doc-
uments in PDO’s history – was issued by the 
ship’s master on 8 August, 1967 acknowledg-
ing that the crude had been loaded on board.
The invoice document shows that the cargo 
consisted of 543,800 barrels of net clean oil 
of API gravity 33.2 with a value of US$1.42 
a barrel, making the shipment worth almost 
US$750,000 (quoted pound sterling equiv-
alent 275,784) , or US$5.5 million today (or 
4,715,986 pound sterling). 
There can be no denying that the delivery of 
the first shipment of crude oil from Oman 
involved a lot of hardship and sacrifice. All 
participants recognise that not everything 
went smoothly.
Certainly, loading operations, pipeline lay-
ing and even living and working conditions 
for all staff improved tremendously after 27 
July 1967. However, the hardships and sacri-
fice heighten the overall achievement.
The significance of the occasion is perhaps 
best summarised by the then Managing Di-
rector Francis Hughes. In his introduction 
to the booklet the Company issued on 1 Au-
gust 1967 he wrote: “With the establishment 
of regular exports of crude oil from Oman 
today… PDO celebrates the successful com-
pletion of a task.
“It is cause for celebration by the people 
of the Sultanate of Muscat and Oman, for 
whom, in certain respects, the oil era starts 
today. It is my earnest wish, and that of PDO, 
that the people of the Sultanate will never 
have any reason to regret this, but will look 
back on it in the months and years to come, 
as the beginning of a new era of prosperi-
ty and happiness in the long history of the 
country.
“It is our aim, too, to ensure that by diligent 
and efficient exploration the Company will 
discover new reserves of oil in Oman, and 
thus be able to continue to contribute for 
many years to come to the progress, pros-
perity, and continued well-being of Oman 
and its people.”

As the Norwegian 
tanker Mosprince 
sailed away from 

PDO’s terminal at 
Saih Al Maleh (later 

renamed Mina Al 
Fahal) with its cargo 

of crude oil on board, 
Oman had truly arrived 

among the world’s oil 
exporting countries
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n an interview marking the 80th 
anniversary of its establishment, 
PDO Managing Director Raoul 
Restucci reflects on the company’s 

illustrious past, as well as the challenging 
present and his hopes for the future.

 What are your personal reflections on 
PDO’s 80-year history?

 Over the last 80 years, PDO has ma-
tured into a world-class operating compa-
ny whose focus and ambition go beyond 
conventional oil and gas requirements. 
The Company has focused on developing 
professionals able to deliver across the 
full spectrum of socio-economic expecta-
tions and demands.
Year-on-year growth since the first ex-
ports in 1967 continued to record pro-
duction last year, but more importantly 
performance has been underpinned by 
firm foundations for a company that has 
consistently focused on developing and 
unleashing talent, value and opportunity 
across its full spectrum of operations, and 
is committed to serving Oman to its best 
of its ability.
Over the years the Company has over-
come significant technical and commer-
cial challenges, and consistently seized 
the opportunity to deliver no matter the 
obstacle. The sure and steady continuous 
improvement journey has enabled us to 
weather storms and unsettling periods, 
each time emerging stronger and fitter.
Despite and irrespective of the low oil 
prices in the last two or so years, few oil 
and gas MDs and CEOs can stand-up 
proudly and firmly state that whilst oth-
ers retrenched, their company stayed true 
to its vision and its course, and increased 
activities and delivery of all key prior-
ities (from safety to production, to job 
creation) across every directorate. Yes-
terday’s achievements and today’s talent 
provide us with the desire to face the fu-
ture with much determination, capability 
and confidence and establish the next 80 
years of legacies.

 What is the future for PDO, bearing in 
mind the current business environment?

 As we move forward, we must contin-
ue to become more agile, more adaptable, 
more responsive to external changes, con-
tinuing to deploy Lean and continuous 
improvement across the spectrum of our 
supply chains, accelerating the deploy-
ment of new technologies, increasing in-
novation, embracing digitisation and big 
data analytics and gradually shift to se-
lective diversification opportunities and 
the expansion of our successful business 
models outside our current boundaries. 
This means moving, for instance, increas-
ingly towards an energy and water man-
agement company and the leverage of the 
human capital capacity, knowhow and 

Celebrating the past… 
Building the future

I
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expertise that the Company is endowed 
with.

 What is the message you would like to share 
with the nation at this time of celebration?

 We are proud to serve Oman and will 
continue to focus on the success of all 
those around us before our own. No mat-
ter what the challenges all around us, PDO 
is well equipped and hugely committed to 
deliver another 80 years of community 
support and operational excellence, guid-
ed and led by the unwavering support and 
visionary leadership of His Majesty.

 What makes PDO unique in Oman in terms 
of responsibility and expectations?

 We feel and act as part of the communi-
ty, first and foremost recognising that we 

will not succeed if communities around us 
don’t. We stand true to our vision, which 
is about being renowned and respect-
ed for the excellence of our people and 
the value we create for Oman and all our 
stakeholders.
It’s about excellence and continually rais-
ing the bar; it’s about developing and un-
leashing people as the one and only source 
of sustainable advantage and it’s about 
creating value beyond oil and gas – that’s 
a given – but making sure we contribute to 
the success of all those around us.

 What’s your proudest moment at PDO?
 The list is simply too long and would 

cover hundreds of examples of best prac-
tice, individual and collective pride, com-
mitment and determination beyond the 
call of duty. But, if I had to make one 
choice, it is to have had the privilege to 
see the smiling faces and expressions full 
of hope and opportunity for new trainees 
that are given a chance to deliver their 
best. 

OVER THE LAST 80 YEARS, PDO HAS MATURED INTO 

A WORLD-CLASS OPERATING COMPANY WHOSE 

FOCUS AND AMBITION GO BEYOND CONVENTIONAL OIL AND 

GAS REQUIREMENTS
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RHIP is a true mega-project, comparable in size to a US$2 
billion EPC project, says Erik Roeterdink, Vice President 
of Operations at Petrofac, the UK-based international 
oilfield services contracted selected by PDO to provide 
engineering, procurement, construction management and 
commissioning support services for the giant scheme

PDO’s Rabab Harweel 
Integrated Project (RHIP): 
A mega development 
in the making

❱❱  Mr. Erik Roeterdink,  

 Vice President of Operations at Petrofac

t can be difficult to appreciate the sheer scale of the Rabab Harweel 
Integrated Project (RHIP), the largest development in the portfolio 
of Petroleum Development Oman (PDO). Located in the Harweel 
cluster of fields, deep in the Omani desert, the huge new develop-

ment will encompass gathering systems, sour gas processing facilities, in-
jection systems, and all of the associated flowlines and pipelines.
It will handle the production of oil and gas from the Harweel oil reser-
voirs via miscible gas injection and the production of gas with conden-
sate from the Rabab reservoir through partial recycling of sour gas. When 
complete, the facility will deliver:

■  6 MM SCMD of sweet gas
■  60,000 BPD of oil
■  16 MM SCMD of high pressure sour injection

Petrofac is providing engineering, procurement, construction manage-
ment and commissioning support services for RHIP worth US$1.25 bil-
lion. Unlike most other projects in the Middle East, RHIP is being de-
livered on a reimbursable basis which means Petrofac’s profit is linked 
to the achievement of specific milestones and a potential gain share on 
procurement.
Erik Roeterdink, Petrofac’s Vice President of Operations and Project Di-
rector on the Rabab Harweel Integrated Project, provides an update…

 What can you tell us about RHIP? Can you give us a sense of its scale and its 
challenges?

 RHIP is a true mega-project, comparable in size to a US$2 billion EPC 
project. In terms of challenges, the remote location creates difficulties. 

I
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The project site is deep in the South of 
Oman in the Greater Birba area around 
200 kilometres from the nearest port and 
80 kilometres from the nearest village.
It’s literally in the middle of nowhere. An-
other big consideration is the nature of 
the project. The sour gas from the Har-
weel cluster of fields contains particular-
ly high levels of hydrogen sulphide and 
will be processed and compressed at very 
high pressures. This is a real technical 
challenge, and our previous experience 
in high-pressure, high-sour scenarios 
helped us to win the contract.

 What are the main differences in approach 
in a reimbursable contract compared to a 
lump-sum turnkey contract?

 Fundamentally, there are no differenc-
es. It is still an engineering project and the 
result is still the delivery of a world-class 
facility.  But, on a day-to-day level, the cli-
ent is sharing in all of the risks and is di-
rectly involved in all of the key decisions.
That means we must align well and work 
as an integrated team. We agree joint 
milestones and assume joint responsibil-
ities. So, as you can imagine, it places an 

emphasis on the need for good people 
skills. On RHIP there was a high degree 
of integration and collaboration with the 
client team that enabled us to deliver our 
key targets. Of course, it also gives the cli-
ent far more control and influence on the 
project outcomes.

 Can you give us an update on the project? 
What is the current status?

 We have hit our targets across all as-
pects of the project. The engineering 
work was substantially completed by Sep-
tember 2016, and we are on track to get 
the procurement substantially completed 
by mid-2017.

 Thinking back over the project, what are 
the sources of pride?

 Both PDO and Petrofac teams have 
plenty to take pride in but, for me, two ex-
amples in particular stand out.  Because 
of the remote location and the high sour 
content of the gas we set out to minimise 
the construction man-hours on site. To do 
this we decided to pre-assemble the pipe 
racks (PARs) offsite, and transport them 
to the project site in their finished form.
This was a first for PDO and was a sig-

Located in the 
Harweel cluster 

of fields, deep in 
the Omani desert, 

the huge new 
development will 

encompass gathering 
systems, sour gas 

processing facilities, 
injection systems, and 

all of the associated 
flowlines and 

pipelines.
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nificant part of the project strategy. The 
development was done in Sharjah, the 
detailed design was done in Chennai, 
and the pre-fabrication was done in the 
North of Oman. We then ended up with 67 
pre-assembled modules that had to trav-
el 600 kilometres by sea and 560 kilome-
tres by road. Yet despite the 9 metre wide 
payloads, and a total of 75,000 kilometres 
driven, there was not a single safety inci-
dent.
Then, once onsite, everything fitted to-
gether with millimetre precision with no 
re-work required. It was a great collabo-
rative effort between the Petrofac offices, 
PDO, the fabricators, the logistics experts, 
the Royal Omani Police and the construc-
tion contractor.
Second, we have delivered incredible val-
ue for money to PDO. Compared to the tar-
get procurement cost, the actual procure-
ment spend represented a double-digit 
percentage saving.  To acknowledge this, 
we received an EP Gold award from PDO, 
and were also shortlisted for Petrofac’s 
EVE Awards. Again, credit must go to ev-
eryone involved. For example, the engi-
neering teams really thought about how 
to design-in the savings and, month af-
ter month, they committed to very tough 
commodity targets. For me, the ultimate 
reward will be to deepen our partnership 
with PDO, and strengthen our presence 
here in Oman.

 How about the Omanisation agenda and 
In-Country Value (ICV)? How does this come 
to life at RHIP?

 You can’t overstate the importance 
of ICV here in Oman. It’s a critical con-
sideration for a client like PDO, and rein-
forces our commitment to supporting the 
sustainable future of the Sultanate.
For RHIP we have exceeded all of our 
targets for Omanisation, with 27 Omani 
nationals employed in the Muscat office 
and 12 onsite. Also, more than a third of 
the project’s total procurement value was 
sourced from right here in Oman.  I think 
it’s clear that a mega-project like RHIP 
can really contribute to the capabilities of 
the Omani economy.

 Where to from here? What are the upcom-
ing priorities and challenges?

 With the closing out of the engineering 
and procurement, the accent of the proj-
ect is changing from the home-office to 
the site.  From here on, we will support 
the client in managing the next phases of 
construction, and begin to work towards 

the commissioning.  We have had a lot to 
take pride in, and want to be sure that we 
continue to support the client through to 
the close of the project.
RHIP is just one aspect of a deeper rela-
tionship with PDO. Petrofac is also pro-
viding EPCm services with a value of 
around US$900 million to the Yibal Khuff 
field development project, located 350 
kilometres southwest of Muscat, which 
will add to PDO’s future production. In 
the past, Petrofac has worked with PDO 
on major projects such as the Kauther gas 
field depletion compression contractand 
the Harweel cluster development.
To build on this partnership, Petrofac re-
cently secured a long-term Framework 
Agreement with PDO for the provision of 
Engineering, Procurement and Construc-
tion Management (EP+Cm) Support Ser-
vices for major oil and gas projects. The 
initial agreement is for ten years with an 
additional five-year option. As a result, 
Petrofac will further strengthen its Mus-
cat office to support technical delivery 
and to ensure further In-Country Value is 
generated. 

FOR RHIP WE HAVE EXCEEDED ALL OF OUR 

TARGETS FOR OMANISATION, WITH 27 OMANI 

NATIONALS EMPLOYED IN THE MUSCAT OFFICE AND 12 

ONSITE. ALSO, MORE THAN A THIRD OF THE PROJECT’S 

TOTAL PROCUREMENT VALUE WAS SOURCED FROM 

RIGHT HERE IN OMAN
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A significant milestone in the development  
of the Khazzan gas project has been reached

BP Khazzan project  
on track for first gas
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P has announced that it has 
reached a significant mile-
stone in the development of 
the Khazzan gas project with 

the successful drilling and completion 
of the 50th well at the large gas field in 
Block 61.  This is the final well targeted 
for completion enabling first gas to be 
delivered later this year.  
These first 50 wells will enable produc-
tion of 1.0 billion cubic feet of gas a day 
(bcf/d) to be achieved from first gas on-
wards and delivered to the Sultanate of 
Oman.  This will rise to 1.5 bcf/d once the 

second phase of the Khazzan project is 
fully up and running in 2020.  A total of 
over 300 wells will be drilled over the es-
timated lifetime of the Khazzan project.   
The Khazzan gas reserves lie at depths of 
up to five kilometres in narrow bands of 
extremely hard, dense rock.  These com-
plex and challenging conditions require 
specialist cutting and drilling equip-
ment, the drilling of both vertical and 
horizontal wells, stimulation technolo-
gies to free the gas, as well as accuracy 
and efficiency.   
Local Omani businesses have provided 
rigs, stimulation and drilling support, 
with BP bringing to bear its advanced 
seismic, hydraulic fracturing and well 
design expertise. Omani firms have won 
drilling contracts valued at 85 per cent 
of the total spend at Khazzan and 60 per 
cent of overall well services contracts.
Drilling efficiency has increased signifi-
cantly in the three years since drilling 
began with the average time to drill and 
complete a vertical well reduced by 27 
per cent.  A record time of 60 days was 
recently achieved for completion of one 
well.
Paul Forman, BP Oman vice president 
in charge of wells, stated: “This is a big 
day for all of us involved in the Khazzan 
project and is testament to what can be 
achieved by integrating wells and reser-
voir understanding and working collab-
oratively with our suppliers and subject 
matter experts in BP. Our local Omani 
contractors have been an essential part 
of this success, offering products and 
services from rig management and drill 
bits to well interventions.”
BP is the Operator of Block 61 and holds 
a 60 per cent interest. The Oman Oil 
Company for Exploration & Produc-
tion holds a 40 per cent interest.  In 
2016, BP signed an agreement with the 
Government of the Sultanate of Oman 
committing to amend the Oman Block 
61 exploration and production sharing 
agreement (EPSA).  This has added a 
further 1,150km2 to the south and west 
of the original 2,800km2 Block 61 de-
velopment, allowing a second phase 
of development known as Ghazeer.    
Phase 1 (Khazzan) is on track to deliver 
first gas by end 2017 producing 1.0 billion 
cubic feet of gas a day (bcf/d).  Combined 
plateau production from Phases 1 (Khaz-
zan) and 2 (Ghazeer) is expected to be 1.5 
billion cubic feet of gas a day (bcf/d). 

B
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The strategically important project is being developed by Oman 
Gas Company SAOC (OGC), the midstream vertical of the gov-
ernment’s energy and strategic investment arm Oman Oil Com-
pany SAOC (OOC), at a site located within Salalah Free Zone.  

Revenues from the venture, centring on the export of the much of the 
plant’s output of around 300,000 tons of LPG, is estimated at $200 million 
per annum.
HE Salim bin Nasser al Aufi, Under-Secretary of the Ministry of Oil and Gas, 
was joined at the agreement 
signing by Eng Isam bin Saud 
al Zadjali, CEO of Oman Oil 
Company SAOC, and Sul-
tan bin Hamed al Burtmani, 
Acting Executive Managing 
Director of OGC.  Also in 
attendance were high level 
executives from Salalah Free Zone, Port of Salalah and a number of local and 
international banks that are providing up to 80 per cent of the project cost in 
finance for the venture.
At the heart of the project is an extraction and fractionation plant designed 
to process up to 8.8 million standard cubic metres/day of natural gas. While 
the rich gas elements, comprising a mix of propane, butane and condensates, 
are stripped from natural gas to produce LPG, the ‘lean gas’ is pumped back 
into the grid.
Also as part of the project, LPG and condensate storage facilities will be de-
veloped on a roughly 9-hectare site at the adjoining Port of Salalah.  From 
this dedicated export jetty, LPG will be shipped to markets primarily in the 
Indian sub-continent – a task handed to OOC’s international trading arm 
Oman Trading International (OTI) – when the Salalah LPG project is oper-
ational by the year 2020.
In all, four key agreements were inked at the signoff ceremony at the Crowne 
Plaza Muscat. First was a Build, Own, Operate & Transfer (BOOT) agree-
ment alongside a Natural Gas Supply Agreement (NGSA) signed by OOC/
OGC with the Ministry of Oil & Gas (MOG). The agreement covers the ex-
traction of LPG from natural gas for a 25-year period with a profit sharing 
mechanism of 80% post the equity recovery phase. 

Agreements have been signed for the implementation of Oman’s 
first liquefied petroleum gas (LPG) extraction plant with a $826 
million investment designed to further unlock the economic and 
commercial potential of the Sultanate’s hydrocarbon resources

$826m Salalah LPG 
extraction project set 
for 2020 launch

AT THE HEART OF THE PROJECT IS AN 

EXTRACTION AND FRACTIONATION PLANT 

DESIGNED TO PROCESS UP TO 8.8 MILLION STANDARD 

CUBIC METRES/DAY OF NATURAL GAS
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OGC also signed a Sub-Usufruct Agreement 
with Salalah Free Zone (SFZ) for the 25-year 
lease of around 20 hectares of land for the 
construction of the extraction and fraction-
ation plant in the free zone.  Separately, a 30-
year Lease Agreement was also signed with 
Salalah Port Services (SPS) covering the 
lease of around 8 hectares of land in Port of 
Salalah for the products storage tanks. 
Rounding off the signings were pacts inked 
with a total of eight banks providing the 
debt component of the project finance. 
The line-up comprises: Bank Muscat, Bank 
Sohar, Standard Chartered Bank, Société 
Générale, Qatar National Bank (QNB), Ahli 
Bank Oman, Ahli United Bank (Bahrain), 
and APICORP. 
Highlighting the importance of the proj-
ect, OOC CEO Isam al Zadjali said: “Salalah 
LPG is a strategic investment for OOC as 
it supports the long term objectives of the 
Government of the Sultanate of Oman in 
terms of revenue generation, economic de-
velopment and job creation through mon-
etisation of the propane and butane ele-
ments of available rich gas. Salalah LPG will 
generate significant financial benefit for the 
government of Oman and OOC, and its local 

community and will further enhance the 
existing and future downstream industries 
in Dhofar Governorate.”
Sultan bin Hamed al Burtmani, OGC Act-
ing EMD, added: “Salalah LPG has been 
able to successfully secure limited re-
course financing amid challenging global 
financial and economic conditions. This 
reflects the trust that financing insti-
tutions have placed on the project and 
the financing structure. The robustness 
of Salalah LPG’s financing structure is 
demonstrated by the fact that the lending 
group comprises of local, regional as well 
as international lenders.” 

HE Salim bin Nasser al 
Aufi, Under-Secretary 
of the Ministry of Oil 
and Gas, was joined at 
the agreement signing 
by Eng Isam bin Saud 
al Zadjali, CEO of Oman 
Oil Company SAOC, 
and Sultan bin Hamed 
al Burtmani, Acting 
Executive Managing 
Director of OGC.
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Oman’s Ministry of Oil & Gas, Petroleum Development Oman 
(PDO) and The Research Council have ratified The 2017 Oman 
Energy Industry-Academia R&D Protocol in an effort to build a 
vibrant research ecosystem within the country that can deliver 

the solutions that the energy industry requires to sustain output through to 
2040 and beyond. 
Over the last decade Oman has demonstrated a commitment to innovative 
research which has successfully stemmed, and reversed, a decline in domes-
tic oil production. More of that pioneering spirit and partnership, combined 
with new technologies, will be needed going forward as the country pre-
pares to tap more of its heavy and complex crude oil reservoirs, and hard to 
access gas reserves, to sustain and further advance production levels. 

“Embedding academia into in-
dustry and vice-versa is a great 
idea -- when I was teaching 
at Sultan Qaboos Universi-
ty, the most useful part of my 
experience were the days that 
I spent in PDO as they taught 
me how to teach and learn 
the real-world application of 
petroleum engineering,” said 

HE Dr. Mohammed Al Rumhy, Minister of Oil & Gas, Oman.  “We need to 
find areas for collaboration, and we can start now by identifying professors 
throughout Academia who can spend time in industry,” HE Al-Rumhy said 
at the signing of the Protocol  in June. 
The R&D Protocol, which was harvested from a series of industry-academia 
workshops facilitated by Gulf Intelligence through 2015-16, calls upon com-
panies and universities that ratify the agreement to adhere to a series of rec-
ommendations which are designed to develop a mission critical research 
ecosystem working on behalf of Oman’s enegy industry. Much of the coun-
try’s oil reserves are classed as ‘heavy oil’ and require specialist technology 
to maximize production, such as enhanced oil recovery technologies. 
Bridging the gap between Oman’s energy Industry and Academia to devel-
op a vibrant research and development culture of collaboration could take 
three to five years to embed, according to almost two thirds of the 150 stake-
holders polled in a GIQ Survey conducted late last year. 
“The alignment between Oman’s Industry and Academia must be improved 
in order for Oman to deliver an enhanced R&D ecosystem that fosters effi-
cient public-private partnerships,” said Raoul Restucci, Managing Director, 
PDO. “It is important to better integrate and lever Academia and to ensure 

Oman’s Ministry of Oil & Gas, Petroleum Development 
Oman and The Research Council ratify “The 2017 
Oman Energy Industry-Academia R&D Protocol” 

Industry-academia initiative 
on research and innovation

WHILE OMAN HAS BEEN IMPROVING ITS R&D 

INFRASTRUCTURE, MANY OBSERVE THAT MOST 

NEW INNOVATIVE TECHNOLOGIES ARE STILL IMPORTED 

THROUGH INTERNATIONAL PARTNERSHIPS AND NOT 

DEVELOPED LOCALLY IN THE SULTANATE



September  201761

a full and seamless understanding of the 
challenges industry faces – in technology, 
innovation, and even legislative or economic 
hurdles– and work with private and public 
companies to find solutions.” 
“For many years, PDO has embraced inno-
vation and worked diligently with our part-
ners and stakeholders to develop talented 
Omani students, professionals and busi-
nesses in areas of operational, technical and 
commercial delivery and value creation and 
this agreement will give this work added 
impetus.” 
While Oman has been improving its R&D 
infrastructure, many observe that most new 
innovative technologies are still imported 
through international partnerships and not 
developed locally in the Sultanate. In or-
der for this trend to change it is necessary 
to bolster the national capacity for R&D by 
developing and deepening collaboration 
between industry, academia, and govern-
ment throughout Oman. 
“Academia cannot do research for research 
sake; efforts have to be focused in order to 
deliver applied results that are useful to the 
profitability of Industry and to Oman as a 
whole,” said HE Dr. Hilal Al Hinai, Sec-
retary General of The Research Council. 

“Leveraging the considerable opportunity 
in Oman is a journey that must be equal-
ly shared by Industry and Academia. The 
success of these partnerships is integral to 
Oman’s economic health, as oil and gas pro-
duction accounted for the vast majority of 
government revenues in 2015,” HE Al Hinai 
said after signing the Protocol document 
with Mr. Restucci. 
The R&D Protocol will be implemented 
through a digital platform where industry, 
academia, and government can connect 
around research and innovation activities, 
based on an uber like virtual market place 
model. The platform will be managed by 
the Institute of Advanced Technology In-
tegration (IATI) formed by The Research 
Council and PDO. 
The platform will provide numerous re-
sources for both industry and academia 
such as access to a researchers’ directory, 
which will contain searchable profiles of 
researchers and institutions in Oman. It 
will also provide access to a ‘staff mobility’ 
scheme that facilitates secondment from 
academia to industry and vice versa, and 
access to an application process to utilize 
industrial facilities for the purpose of re-
search and innovation. 

(L-R) HE Dr. Hilal 
Al Hinai, Secretary 
General of The 
Research Council, 
HE Dr. Mohammed Al 
Rumhy, Minister of 
Oil & Gas, and Raoul 
Restucci, Managing 
Director, Petroleum 
Development Oman.



ANALYSIS 62



September  201763

Based on our current numbers, 
assuming stable OPEC production, 
market deficits should be significant 
in 2H17, although adverse changes 
to demand and supply data can 
erode prospective stock draws’: 
International Energy Agency
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n this Report, we publish our first look at what 2018 might have in store. 
This is timely in view of the recent extension until March of the output 
cuts. However, such is the volatile nature of the market today, with re-
cent tensions in the Gulf adding to the mix, 2018 seems a long way away. 

Immediate concerns about stubbornly high stocks due to rising global pro-
duction are pressuring oil prices, which have fallen to levels not seen since 
the OPEC ministerial meeting at the end of November. 
In April, total OECD stocks increased by more than the seasonal norm. 
For the year-to-date, they have actually grown by 360 kb/d. Our provision-
al monthly data for May suggests that OECD stocks might, overall, be little 
changed, but recent US weekly data suggests that rising domestic produc-
tion, high imports, low exports, and weaker gasoline demand, have combined 
to send stocks there higher. In last month’s Report, the implied market deficit 
in 2Q17 was 0.7 mb/d but now this has narrowed to 0.5 mb/d. The reasons for 
this are a reduction in demand growth, mainly because of weaker Chinese 
and European data, and an increase in global supply. Based on our current 
numbers, assuming stable OPEC production, market deficits should be sig-
nificant in 2H17, although adverse changes to demand and supply data can 
erode prospective stock draws. 

In the meantime, 
as always these 
days, the focus is 
on US production, 
which, as antici-
pated in our earli-
er forecasts, is ris-

ing strongly. For 2017, we expect US crude supply to grow by 430 kb/d and 
the year will end with production there 920 kb/d higher than at the end of 
2016. Our first look at 2018 suggests that US crude production will grow year-
on-year by 780 kb/d, but such is the dynamism of this extraordinary, very 
diverse industry it is possible that growth will be faster. For total non-OPEC 
production, we expect production to grow by 0.7 mb/d this year but our first 
outlook for 2018 makes sobering reading for those producers looking to re-
strain supply. In 2018, we expect non-OPEC production to grow by 1.5 mb/d, 
which is slightly more than the expected increase in global demand. 
Back to today; while OPEC countries collectively have broadly implement-
ed their cuts, some members have been less than wholly diligent. Iraq has 
achieved a compliance rate of only 55% so far this year, and Venezuela and the 
UAE are also laggards. Meanwhile, two OPEC members not included in the 
deal have recently seen increases in production: Libya’s output has reached 
nearly 800 kb/d, a level not seen since 2014, and Nigeria has announced the 
lifting of force majeure for Forcados exports, potentially making available to 
the market more than 200 kb/d. By the nature of these two countries, pro-
duction could easily fall back; indeed, in Nigeria the very recent announce-
ment of force majeure for Bonny Light liftings is an example. However, if 
Libya and Nigeria continue to grow their output these extra barrels dilute the 
value of OPEC’s output accord and contribute to delaying the re-balancing of 
the market. 
The currency used to express re-balancing is the five-year average level of 
oil stocks. In this report, we show that OECD stocks are currently 292 mb 
above this level. Indeed, based on our current outlook for 2017 and 2018, in-
corporating the scenario that OPEC countries continue to comply with their 
output agreement, stocks might not fall to the desired level until close to the 
expiry of the agreement in March 2018. A lot can change of course, but, as we 
said at the start, 2018 seems a very long way away. 

I

THE RECENT FALL IN CRUDE OIL VALUES WILL EASE 

UPWARD PRESSURE ON RETAIL PRICES AND THUS 

DOWNSIDE PRESSURE ON DEMAND GROWTH
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In Numbers
Global oil supply rose by 

585 kb/d  
in May to  

96.69 mb/d 
as both OPEC and 
non-OPEC countries 
produced more.  
Output stood  

1.25 mb/d 
above a year ago, the 
highest annual increase 
since February 2016.

We have regularly counselled that pa-
tience is required on the part of those 
looking for the re-balancing of the oil 
market, and new data leads us to repeat 
the message in this Report. “Whatever it 
takes” might be the mantra, but the cur-
rent form of “whatever” is not having as 
quick an impact as expected.

 HIGHLIGHTS 
■ Recent weaknesses in demand growth 
are likely to prove transitory, particularly 
in post currency-reform India. Although 
global growth was only 0.9 mb/d in 1Q17, 
it accelerates in 2H17 and for the year as a 
whole our outlook remains unchanged at 
1.3 mb/d. In 2018, growth increases mod-
estly to 1.4 mb/d as demand reaches a re-
cord 99.3 mb/d. 
■ Global oil supply rose by 585 kb/d in May 
to 96.69 mb/d as both OPEC and non-OPEC 
countries produced more. Output stood 
1.25 mb/d above a year ago, the highest an-
nual increase since February 2016. Gains 
were dominated by non-OPEC, particularly 
the US. 
■ OPEC crude output rose by 290 kb/d in 
May to 32.08 mb/d, the highest level so far 
this year, after comebacks in Libya and Ni-
geria, which are exempt from supply cuts. 
Output from members bound by the pro-
duction deal edged lower, which kept year-
to-date compliance strong at 96%. 
■ OECD commercial stocks rose in April 

by 18.6 mb (620 kb/d) on higher refinery 
output and imports. They stand 292 mb 
above the five-year average and are higher 
than when OPEC decided to cut output. For 
May, preliminary data suggests stocks fall-
ing in Fujairah, Japan, Europe, Singapore 
and in vessels offshore, but rising in the US 
and China. 
■ Benchmark crude oil prices fell after 23 
May, reflecting lower expectations about 
the pace of global market rebalancing. At 
publication time, crude prices are close to 
the levels when the OPEC output deal was 
announced. Fuel oil prices and cracks were 
boosted as stocks fell to their lowest level 
in two years due to tight supplies of sour 
crudes. Gasoline and naphtha prices fell. 
■ Record high US refinery throughput in 
April and May led to upward revisions to 
our 2Q17 and 3Q17 forecasts. Global refin-
ery intake is projected to reach 80 mb/d 
in 2Q17 and 81.3 mb/d in 3Q17, up by about 
1.1 mb/d y-o-y in each quarter. In 3Q17, 
throughput growth is driven by the US and 
China in the East. 

Global Overview 
The global forecast continues to show 
growth of 1.3 mb/d in 2017, despite signif-
icant downgrades to estimates of 1H17 de-
mand. We maintain our view that most of 
the factors that slowed growth in 1H17 are 
likely to prove transitory. Firstly, the nega-
tive impact of India’s currency reform has 



ANALYSIS 66

already shown signs of passing and sig-
nificantly stronger Indian demand growth 
is forecast over the remainder of the year. 
Secondly, due to similar one-off factors 
that restrained Chinese demand growth in 
2H16 (forced factory closures and flooding), 
growth is expected to accelerate in 2H17. 
Thirdly, the recent fall in crude oil values 
will ease upward pressure on retail pric-
es and thus downside pressure on demand 
growth.
The latest data, i.e. mainly March/April 
releases, show global growth easing back 
to a ten-quarter low of 900 kb/d y-o-y in 
1Q17, with demand averaging 96.5 mb/d. 
Although the prolonged after effects of In-
dia’s currency reforms were a big factor, 
significant deteriorations elsewhere also 
played a role. Both the US and Europe, for 
example, saw their y-o-y demand gains ease 
by approximately 0.3 mb/d between 4Q16 
and 1Q17, while both Japan and Korea lost 
approximately 0.1 mb/d of momentum. Pre-
liminary estimates of 2Q17 global demand, 
at 97.1 mb/d, point towards a modest accel-

eration, with growth of 1.2 mb/d. Even so, 
0.2 mb/d has been trimmed from the 2Q17 
total demand and growth estimates as sur-
prisingly weak Chinese and European de-
mand numbers emerged. Chinese gasoline 
demand suffered particularly, while Europe 
saw sharp declines in gasoline, gasoil and 
residual fuel oil demand.

DEMAND 
■ This month’s Report includes, for the first 
time, a comprehensive oil demand forecast 
for 2018, which shows global growth accel-
erating modestly to 1.4 mb/d, after a gain 
of 1.3 mb/d in 2017. Demand averages 97.84 
mb/d in 2017, rising to 99.27 mb/d in 2018 
and breaching the psychologically import-
ant 100 mb/d threshold in 4Q18. 
■ Non-OECD economies account for almost 
all of the forecast growth in 2018 and 94% of 
the anticipated 2017 increase, with China and 
India driving the expansion. The strength of 
non-OECD demand growth is due to a combi-
nation of robust macroeconomic conditions, 
demographic factors and lower existing base 

In Numbers
The latest data, i.e. 

mainly March/April 
releases, show global 

growth easing back 
to a ten-quarter low 

of 900 kb/d 
y-o-y in 1Q17, with 
demand averaging 

96.5 mb/d. 
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levels of per-capita demand. 
■ Despite the relatively robust overall de-
mand forecast, the latest numbers (i.e. for 
March and April) show a net-downward 
revision compared to last month’s Report. 
Weaker March numbers were seen in Ja-
pan, Korea, the UK, Turkey and Spain, while 
significantly lower April numbers emerged 
for China, France, Italy, Spain and Germa-
ny. Such adjustments, coupled with the 
prolonged after-effects of India’s currency 
reform, saw global year-on-year (y-o-y) de-
mand growth ease back to a ten-quarter low 
of 900 kb/d in 1Q17. 
■ The mixed recent Middle Eastern oil de-
mand story remains in place, with strong 
gains seen in Iran, Iraq and Kuwait while 
economically hamstrung Saudi Arabia con-
tinues to lag behind. Furthermore, after a rel-
atively robust recent Qatari demand trend, 
March data were pulled down sharply due 
to a steep drop in middle distillate demand. 
Qatar’s weakness even occurred before the 
recent political turmoil. 

SUPPLY 
■ Global oil supply rose by 585 kb/d in May 
to 96.69 mb/d after both OPEC and non-
OPEC produced more. Output stood 1.25 
mb/d above a year ago, the highest annual 
increase since February 2016. Annual gains 
were dominated by non-OPEC. 
■ OPEC and non-members led by Russia 
agreed on 25 May to extend a 1.8 mb/d sup-
ply cut through 1Q18. Equatorial Guinea 
chose to join OPEC with immediate effect. It 
will be included in the OPEC output assess-
ment starting in our July Report. Indonesia 
asked OPEC on 5 June to reactivate its mem-
bership, but requested that it be spared from 
the group’s supply cut. 
■ OPEC crude oil output rose by 290 kb/d 
in May to 32.08 mb/d, the highest level so far 
this year, after comebacks in Libya and Nige-
ria, which are exempt from supply cuts. Out-
put from members bound by the production 
deal edged lower, which kept year-to-date 
compliance strong at 96%. Compared to May 
2016, OPEC crude production was down 65 
kb/d. 
■ A decision by Saudi Arabia, the UAE and 
Egypt to cut ties with Qatar is causing logis-
tical headaches for lifters of Qatari oil and 
LNG. Qatar is the world’s largest exporter of 
LNG and OPEC’s second biggest producer of 
condensates and NGLs after Saudi Arabia. 
Kuwait’s oil minister said the crisis was un-
likely to affect OPEC’s supply deal. 

■ Non-OPEC output is seen rising by 660 
kb/d this year, a slight upward revision from 
last month’s Report. In 2018, growth will 
accelerate to 1.5 mb/d, driven by strong US 
crude production and further gains from 
Brazil and Canada. The UK, Kazakhstan, 
Ghana and Congo will also see higher pro-
duction next year, while continued declines 
are expected from Mexico and China. 
■ Non-OPEC oil output rose 295 kb/d in 
May as a seasonal increase in global biofuels 
production and higher US supplies outpaced 
declines from other sources. Compliance 
with agreed output cuts by 11 non-OPEC 
countries improved in May, to 83% from 70% 
a month earlier. 
■ The forecast for total US oil production in 
2017 has been revised up by 90 kb/d to 13.1 
mb/d, following further rig additions and in-
creased spending by producers. US crude oil 
output is expected to rise by 430 kb/d while 
NGLs production adds an additional 190 
kb/d. Growth accelerates through 2018, to 
average 1 mb/d, of which crude oil accounts 
for more than 75%. 

OPEC crude oil supply 
Increased output in Libya and Nigeria, both 
spared from supply cuts, pushed OPEC 
crude production up by 290 kb/d in May to 
32.08 mb/d, the highest level so far this year. 
Conformity with the 1.2 mb/d supply pact 
tightened slightly in May, keeping the five-
month compliance rate at 96%. 
The biggest increase came from Libya, 
where output rose by 190 kb/d to 740 kb/d 
– the highest level since 2014. Supply from 
Nigeria climbed by 120 kb/d after exports re-
started from the Forcados terminal. Output 
from Saudi Arabia and Angola eased. Supply 
from Iraq rose by 30 kb/d, making it the least 
compliant member after Gabon. Production 
from Iran, exempt from cuts, increased by a 
similar amount. 
Total OPEC production in May was down 
only 65 kb/d on a year ago, just before the 
group began pumping at record rates. Saudi 
Arabia (-310 kb/d), Venezuela (-240 kb/d) 
and Kuwait (-160 kb/d) showed the sharp-
est year-on-year declines, while Libya (+460 
kb/d), Iraq (+200 kb/d) and Iran (+180 kb/d) 
posted the biggest gains. 
So far this year, the 11 members subject to the 
OPEC agreement produced an average 1.13 
mb/d below an October baseline used to set 
supply targets. Libya and Nigeria between 
them have added 100 kb/d (January-May) 
compared to October and could add substan-
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tially more during 2H17. Libya is pumping 
at the highest level since 2014, but Nigeria’s 
recovery may stall in June following the dec-
laration on 8 June of force majeure on Bonny 
Light loadings. 
Seeking to draw down a stubborn oil inven-
tory overhang, OPEC and non-members led 
by Russia agreed on 25 May to extend a 1.8 
mb/d supply cut through 1Q18. Equatorial 
Guinea joined OPEC with immediate effect. 
It will be included in the OPEC output as-
sessment starting in our July Report. Indo-
nesia asked OPEC on 5 June to reactivate its 
membership, but requested to be excluded 
from the group’s supply cut. 

OPEC and non-OPEC participants will 
meet again on 30 November and, if neces-
sary, a decision could be taken then to ex-
tend supply cuts for longer, according to 
Saudi Energy Minister Khalid al-Falih. He 
expects inventories to fall to the five-year 
average by the end of this year and said that 
supply cuts were extended through March 
2018 to prevent the typical stockbuild in the 
first quarter. 
We expect the call on OPEC crude to rise 
steadily and reach 33.6 mb/d during the fi-
nal quarter of the year, implying sharp stock 
draws if OPEC maintains robust compliance. 
The main goal of the supply cut is to re-
balance the oil market, but there is also a 
strong economic incentive, even for Saudi 
Arabia and Russia, to support oil prices by 
limiting supply. 
While relations are warming between Ri-
yadh and Moscow, tensions are rising be-
tween OPEC producers after Saudi Arabia, 
the UAE and Egypt broke diplomatic and 
trade ties with Qatar, accusing it of sup-
porting Islamist militants and Iran. Ga-
bon also condemned Qatar (see Arab spat 
leaves Qatar isolated). Kuwait’s oil min-
ister said the crisis was unlikely to affect 
OPEC’s supply deal.
Supply from Saudi Arabia eased 40 kb/d to 
9.92 mb/d in May, holding below its 10.06 
mb/d output target for the fifth month run-
ning. Compared to a year ago, Saudi output 
was down 310 kb/d. Exports of crude, already 

sharply lower, are set to slow further in the 
coming months as more oil is consumed at 
domestic power plants to meet demand for 
summer air conditioning. The Saudi energy 
minister said to expect shipments to the US 
to “decline measurably” as a result of “mar-
keting developments”. 
The latest data from the Joint Organisations 
Data Initiative (JODI) show that crude ship-
ments during 1Q17 fell 670 kb/d versus re-
cord 4Q16 exports of nearly 8 mb/d. Product 
shipments, however, rose in 1Q17 by 90 kb/d 
from 1.27 mb/d during the fourth quarter of 
last year. The share of products in Saudi Ara-
bia’s overall exports was 16% in 1Q17 versus 
14% in 4Q16. Total oil exports have fallen by 
580 kb/d from 4Q16 to an average 8.66 mb/d 
in 1Q17. 
Saudi Aramco raised its monthly formula 
prices for July crude shipments to Asia af-
ter the contango in Middle East crudes nar-
rowed. The price differential for flagship 
Arab Light was raised by $0.60/bbl versus 
June to a discount of $0.25/bbl to the Oman/
Dubai average. Aramco also raised its Arab 
Light differential to Northwest Europe by 
$0.35/bbl for July from the previous month. 
The price for Arab Light shipments to the US 
was raised by $0.50/bbl. 
Saudi Aramco is meanwhile pressing ahead 
with plans to raise output from offshore 
fields by more than 1 mb/d by 2023 to com-
pensate for declining onshore production. 
These mega-projects have to get on the draw-
ing board now to ensure the maintenance of 
capacity at 12.5 mb/d and a spare cushion of 
1.5 mb/d-2 mb/d. Contracts are now in train 
to expand Marjan, Zuluf and Berri. Aramco 
has awarded a five-year contract to Amec 
Foster Wheeler, involving a 300 kb/d expan-
sion of Marjan, off Saudi Arabia’s eastern 
coast. Marjan and Zuluf, which pump Arab 
Medium, have combined capacity of about 
1.2 mb/d. Zuluf could be lifted by up to 600 
kb/d. As for the Arab Extra Light-produc-
ing Berri, SNC-Lavalin reportedly has won 
a contract to boost output by 250 kb/d. It is 
now capable of pumping up to 300 kb/d. The 
decision to expand comes ahead of Saudi 
Aramco’s initial public offering (IPO) that is 
planned for 2018. 
Maintenance at the offshore fields that pro-
duce Das Blend trimmed output from the 
UAE by 10 kb/d to 2.92 mb/d in May, nudg-
ing its compliance rate to 67% - the highest 
this year. Production from Kuwait edged and 
Qatar edged up to 2.72 mb/d and 630 kb/d, 
respectively. ©
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THE MAIN GOAL OF THE SUPPLY CUT IS TO 

REBALANCE THE OIL MARKET, BUT THERE IS ALSO 

A STRONG ECONOMIC INCENTIVE, EVEN FOR SAUDI ARABIA 

AND RUSSIA, TO SUPPORT OIL PRICES BY LIMITING SUPPLY
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T he Gulf states, the world’s fastest 
growing demand center for natu-
ral gas, will need to create greater 
incentives to drive investment in 

new gas supply by removing all government 
subsidies that fix domestic gas prices at very 
low levels, a Gulf Intelligence (GI) research 
paper reported. 
The Gulf holds more than 40% of global 
gas reserves, much of it untapped, yet the 
volume of Liquefied Natural Gas (LNG) im-
ports required by the region is quickly rising 
as domestic demand outpaces local pipeline 
supply. Regional collaboration in identifying 
cost-effective and easy-to-implement strate-
gies to create both an integrated gas import 
ecosystem, while still maximizing the reve-
nues of a growing export market, must be-
come a greater priority for the Gulf’s indus-
try leaders, the GI whitepaper found. 
“Figuring out the most economic and effi-
cient route to leveraging their gas reserves 
will unlock a much-needed treasure chest 
that will propel the Gulf’s export ambitions, 
while helping meet soaring domestic de-
mand, especially amid intensifying competi-
tion from the US and Australia,” said Marc 
Howson, Senior Managing Editor of LNG at 
S&P Global Platts. “On the supply side of the 
industry, we have this game changing event, 
which is large scale U.S. LNG exports bring-
ing in huge amount of flexible LNG supply in 
terms of the destination,” he said. 
Middle Eastern LNG exporters face a tough-
er check list moving forward with global con-
sumers developing a growing preference for 
short term contracts – long term contracts 
have historically been the bread and butter 
of LNG deals – means LNG sellers now need 
a large portfolio and sufficient flexibility to 
supply a growing number of countries. 

Meanwhile, the Interna-
tional Energy Agency (IEA) 
expects gas demand in the 
Middle East to nearly dou-
ble by 2040, while BP’s lat-
est Energy Outlook forecasts 
that the global LNG market 
will grow seven times fast-
er than pipeline gas trade 
and will account for half of 
the world’s traded gas up to 
2035, compared to today’s 
32%. 
In the last three years alone, LNG imports 
into the region grew by more than 380% 
against a backdrop of relatively stagnant ac-
tivity in other major energy demand hubs. 
“The Middle East needs a comprehensive 
and robust infrastructure network to build 
a world-standard gas hub and meet de-
mand across the region,” said Hatem Al-Mo-
sa, CEO, Sharjah National Oil Company 
(SNOC). “Most gas importing countries re-
quire a range of LNG sources for their own 
energy security, both to plug a deficit and to 
provide a safety net when other gas supplies 
are hindered,” he said. 
Gulf Intelligence, a Dubai-based strate-
gic communications and research firm, 
launched a research report that tackled the 
critical question of how the Middle East 
could best transition from an LNG exporting 
region to now also fast becoming an import 
center. The whitepaper was harvested from 
a workshop that took place recently in Abu 
Dhabi where 50 key stakeholders from the 
GCC’s energy sector gathered to explore vi-
able solutions on how to both facilitate an 
LNG import ecosystem in the Middle East 
while maximizing the value of the region’s 
LNG exports. 

Regional collaboration in identifying cost-effective and easy-to-implement 
strategies to create both an integrated gas import ecosystem, while still 
maximizing the revenues of a growing export market, must become a greater 
priority for the Gulf’s industry leaders

GCC states should reform 
domestic gas prices 
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Workshop took place 
in Abu Dhabi gathering 
more than 50 key 
stakeholders from the 
GCC’s energy sector.
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By Jonty Rushforth 

Most of Gulf national oil companies’ (NOCs) have already made considerable 
headway and gotten a firm foothold but many things may be tested this year

Gulf NOCs 
face pivotal year

he fortitude of Gulf national oil companies’ (NOCs) on-
going transformation into fully-fledged international op-
erators may be tested this year. But any suggestion that a 
rise in oil prices beyond the $40s/bl range of late-2016 to 

today’s $50s/bl range and higher would trigger NOCs’ retreat from 
their quest for global integration is premature. After half a century 
of letting international oil companies (IOCs) play the role of fixer, 
NOCs are now approaching negotiating tables with more knowl-
edge and independence than ever before. Their steps – sometimes 
leaps – into new territory mark their biggest overhaul since the days 
of nationalization in the late 1970s. 
The extent of their resolve in this is demonstrated by what they have 
faced so far. Gulf NOCs’ performance has remained on track against 
a backdrop of a ‘lower for longer’ oil price era since mid-2014, with 
bearish sentiment deepening when oil prices dipped to a 12-year 
low in January 2016. Alongside this is the US’ shale oil and gas rev-
olution, corporate restructurings, shortened payrolls and serious 
security issues in the wider Middle East. 
But the hurdles are not over. US production continues to be a chal-
lenge and Gulf NOCs also have to consider how the Vienna Agree-
ment, the first OPEC-non-OPEC agreement to cut supply in 15 
years, will fare in the remainder of the year. Plus, Eurasia Group ex-
pects 2017 to be the most politically volatile since World War Two. 
A glance at the calendar quickly reveals why. The surprise results 
of the US election saw US President Trump take his seat in the Oval 
Office in January this year and the UK activated Article 50 in late-
March to move towards Brexit. What impact will President Trump’s 
‘America First’ policies have on state-owned energy giant Saudi Ar-
amco’s ability to flex its muscle as it gets ready to take control of the 
US’ largest refinery, the 600,000 b/d Port Arthur facility? And will 
Qatar, the world’s biggest LNG exporter, protect its dominant role in 
the UK’s LNG import market amid competition from across the At-
lantic and Russia? Qatar currently provides 90% of the LNG needs 
for the world’s fifth largest economy. 
Political jockeying in China up to September’s election for the new 
Party of Congress could also have an impact on the Gulf NOCs’ 
playbook, as coveted Asian importers top their client list. Indeed, 

T
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US PRODUCTION CONTINUES TO BE A CHALLENGE 

AND GULF NOCs ALSO HAVE TO CONSIDER HOW 

THE VIENNA AGREEMENT, THE FIRST OPEC-NON-OPEC 

AGREEMENT TO CUT SUPPLY IN 15 YEARS, WILL FARE IN 

THE REMAINDER OF THE YEAR

the producers have spent significant en-
ergy protecting their share of markets in 
the East, and any threat to the sustained 
health of those markets is a major risk for 
the newly commercial NOCs. Indeed, in-
vestors have been voicing concerns that 
the stars could align for a Beijing-cen-
tered banking crisis in the next few years. 
Guangzhou-based fund ShoreVest Capi-
tal Partners estimated in late-March that 
China has around $3 trillion in distressed 
debt. Ratings agency S&P Ratings expects 
China’s high GDP to stave off a banking 
crisis this year, but stresses that the out-
look remains negative and unsustainable. 
Many Gulf NOCs have already made con-
siderable headway and gotten a firm foot-
hold as “Gulf Majors”, including Saudi 
Aramco, Abu Dhabi National Oil Compa-
ny (ADNOC) and Kuwait Petroleum Cor-
poration (KPC). Each is keen to integrate 
a global view into their operations. Sau-
di Aramco’s debut initial public offering 
(IPO), for example, has been penciled in 
for late 2018 and the 5% stake could lead 
to the world’s biggest IPO at $100 billion – 
if it proceeds. In late-March, Riyadh dilut-
ed some of the market’s doubt by slashing 
the income tax paid by the energy giant to 
attract investors. 
Most importantly perhaps is that the IPO 
will force the highly secretive Kingdom 
to start removing bricks from the fortress 
of secrecy it has constructed around data 
on its oil and gas reserves. Kuwait also 
plans to list a power and water company 
this year, with the two OPEC members’ 
efforts likely to encourage their neigh-
bours to take their own blueprints more 
seriously this year. There is likely to be a 
recovery from the annual 64% decline, to 
$1.7 billion, in the value of IPOs across the 
Middle East and North Africa (MENA) 
last year, according to data compiled by 
Bloomberg. 
Gulf NOCs’ downstream prowess has also 
helped establish the region as the world’s 
new refining sweet spot in less than a de-
cade. Additional capacity from the Mid-
dle East and Asia Pacific is expected to 
account for 13m b/d of the total 19.5m b/d 
of global capacity additions needed by 
2040 – a staggering 67%. Amidst a pletho-
ra of refinery projects, two stand out. The 
UAE’s Ruwais refinery has ramped up ca-
pacity by up to 900,000 b/d and Kuwait’s 
615,000 b/d Al Zour refinery will likely 
come online by 2020. Both are amongst 
the world’s top ten largest such facilities.

Gulf NOCs’ new mindset is critical to 
ensure energy and economic security 
as energy demand soars, with BP Ener-
gy Outlook anticipating a 49% growth in 
the Middle East’s energy consumption by 
2035. Such growth is hardly surprising 
considering the MENA population near-
ly quadrupled from around 100 million 
in 1950 to around 380 million in 2000 — 
a faster growth rate than any other major 
world region, according to the United Na-
tions.
Ignore Gulf NOCs’ transformation at your 
peril. Their path bears a strong resem-
blance to the international emergence of 
the Chinese majors a decade ago – now 
among the world’s most influential play-
ers. Should Gulf NOCs navigate this year’s 
political and economic minefields, they 
too will secure their spot at the top of the 
global energy hierarchy. 
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Oil Benchmarks: 

What 
next
By Liz Bossley, CEO, Consilience Energy Advisory Group Ltd

Oil Benchmarks: 

What 
next
By Liz Bossley, CEO, Consilience Energy Advisory Group Ltd

For the trading community, 
2017’s ‘IP week’ in London 
was not just concerned with 
the forecast level of crude 
oil prices, but about how 
those prices are expressed, 
assessed and reported. 
Once again the security 
of international oil price 
benchmarks is a signi�cant 
cause for concern
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In the case of the US benchmark, loosely labelled ‘WTI’, produc-
tion, infrastructure and pricing is evolving rapidly and it is difficult 
to be certain exactly how it will turn out. But the good news is that 
US pricing is developing along broadly comprehensible lines in re-

sponse to identifiable market factors: the almost doubling of prices since 
this time last year has boosted the rig count and domestic production 
levels from a much slimmed down cost base; and, new infrastructure is 
opening up to accommodate the lifting of the forty year crude oil export 
ban in December 2015. 
It is becoming increasingly apparent that the price of WTI assessed at 
Houston, a new benchmark for exportable crude, is a very different animal 
from WTI at Cushing, the delivery point for the long-established futures 
contract. As new infrastructure comes on-stream, the Houston hub stands a 
good chance of becoming the seat of a new international price benchmark. 
This will be particularly so if the market is able to deliver more stable do-
mestic volumes of predictable quality from the Permian Basin and the Bak-
ken shale at the Gulf Coast, rather than the potpourri of domestic grades 
sold at Cushing. For the moment WTI at Houston is not liquid enough to 
stand on its own two feet and it trades at a differential to the high volume 
futures contract. But the auguries would be good for the US Gulf Coast es-
tablishing a reliable physical, forward and futures market in time, if it were 
not for the Trump factor. It is uncertain if President Trump will proceed 
with the rumoured 20% border adjustment tax to support domestic pro-
duction at the expense of Mexican imports, and potentially imports from 
other countries where there is a balance of payments issue, while leaving 
US exports exempt. If this happens, all bets are off: the tariff war that would 
inevitably kick off in response to such an action would take us into unchart-
ed territory. While this threat is unresolved, using any US benchmark to 
price or hedge oil outside the US would involve a big basis risk. 
In the case of the Middle East benchmark, trade in the over-the-counter 
Dubai/Oman/Upper Zakum/Murban/Al Shaheen basket, remains firmly 
in Chinese hands with concentration levels of more than 95%, a level that 
would be unacceptable in any regulated market. The evidence of trading 
patterns publicised by a prominent price reporting agency (PRA) suggests 
that one Chinese company concentrates on buying the third month forward 
contract. It then allows those long positions to mature and closes them by 
selling when they become front month, which, perhaps coincidentally, is 
when other Chinese companies are active buyers. The company selling the 
“First to Third month spreads” in this way will make a loss in a contango 
market and a gain when there is backwardation: in other words it is “put-
ting its money where its mouth is”. This activity, taken in isolation, is diffi-
cult to construe as in any way abusive. Nevertheless this is an unwelcome 
pattern of trade for any producer that prices its physical sales by reference 
to the front month Dubai basket price and consequently likes to see high 
front month prices. 
The Dubai Mercantile Exchange’s (DME) Oman contract is gaining liquid-
ity, but the volume remains a fraction of that seen on the US futures con-
tract. This means that any large company that has a lot of business to do 
can swamp the market, whether it intends to or not. The DME’s contract is 
regulated by the Dubai Financial Services Authority, which has the power 
to impose position limits to prevent domination of the futures contract by 
any one company. This arguably makes it a safer bet for pricing and hedging 
crude oil cargoes. Any company determined to circumvent such a regulato-
ry volume limit would be forced to enlist the cooperation of third parties to 
“front-run” their trades. 

I
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In the case of the troubled European 
benchmark, the Brent/Forties/Oseberg/
Ekofisk (BFOE) basket, the problem is less 
overt. Following a consultation launched 
in December 2016, one of the major PRAs 
announced at the start of IP week that it 
would add the Norwegian grade, Troll, to 
the BFOE basket when assessing the price 
of the January 2018 forward contract from 
1st September 2017. It will also consider 
Troll physical cargo trades when assessing 
the influential Dated Brent price from 1st 
December 2017. 
Historically when similar announcements 
were made in 2002, when Forties and Os-
eberg were introduced to the basket, and 
in 2007, when Ekofisk was added, the PRA 
announcement was closely followed by 

confirmation from the major oil company, 
Shell UK, that it would amend its “SUKO 
90” general terms and conditions (GTCs) 
of trade to reflect the addition of a new 
grade. This time Shell is dragging its feet 
over the addition of Troll to the basket of 
deliverable grades in the 30-Day forward 
contract. 
The SUKO 90 GTCs were originally draft-
ed, and are periodically updated, by Shell 
- but they are the common terms used 
by all parties buying and selling 30-Day 
BFOE forward contracts in the OTC mar-
ket. Common terms are an essential fac-
et of any liquid contract where one cargo 
can be traded many times over: without 
common terms along a chain of supply, 
traders would be subject to legal basis 
risk if they did not buy and sell on back-
to-back terms. The fact that Shell has not 
immediately amended its terms to include 
Troll suggests some reluctance to add this 
grade to the basket.1 There is nothing to 
stop other companies from continuing 
to use SUKO 90 terms and making their 
own amendments on a bipartite basis to 
include Troll. No-one owns the forward 
contract so no-one can dictate which 

amendments traders may accept or re-
ject. But the use of inconsistent GTCs 
would lead to a two-tier market for 30-
Day BFOE, with or without Troll, which 
would be divisive and a hindrance to mar-
ket liquidity. 
Some players point out that Troll has too 
high a quality to ever be delivered into the 
BFOE basket: sellers with the option to 
deliver one of 5 alternative grades of oil to 
fulfil a sales commitment will always de-
liver the least valuable of those 5 grades. 
Troll’s quality is ~36o API, ~0.15% Sulphur, 
which makes it potentially the most valu-
able grade in the basket. However, this is 
tempered by its moderately high Total 
Acid Number (TAN) of 0.7 mg KOH/g. 
This level of acid is too high for most refin-
eries without stainless steel metallurgy to 
run neat, but is not so high that it cannot 
be managed with some blending with low-
er acid grades. 
Troll typically trades at >$1/bbl above 
Dated Brent, which means it would be un-
likely to be declared into a 30-Day BFOE 
chain or be the grade that sets the value 
of Dated Brent, the lowest priced of the 
grades in the basket on any given day, 
other than in exceptional circumstances, 
without the addition of a quality premium. 
And therein lies the rot at the core of the 
Brent market: if the contract was function-
ing as intended there would be no need for 
a quality premia to be added to the price 
of 30-Day BFOE when a cargo of Troll is 
delivered. 

Quality Premia 
Quality premia for Oseberg and Ekofisk 
have been a feature of the BFOE basket 
since 2013. Back in 2002, following sever-
al “squeezes” on what was then the 15-day 
Brent forward market, traders agreed to 
amend the 15-Day Brent forward contract 
such that if Brent was in short supply, ei-
ther because a trader had cornered the 
market or because there was a production 
problem, sellers could supply the alterna-
tive grades of Forties or Oseberg instead. 
To give buyers more time to deal with the 
unexpected delivery of a grade other than 
the Brent they were expecting, the notice 
period for declaring what cargo would be 
delivered in satisfaction of a prior sales 
commitment was increased from 15 days 
to 21 days. Although the quality of the 
three grades, Brent, Forties and Oseberg, 

IT IS BECOMING INCREASINGLY APPARENT THAT 

THE PRICE OF WTI ASSESSED AT HOUSTON, A NEW 

BENCHMARK FOR EXPORTABLE CRUDE, IS A VERY DIFFERENT 

ANIMAL FROM WTI AT CUSHING, THE DELIVERY POINT FOR 

THE LONG-ESTABLISHED FUTURES CONTRACT
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TO GIVE BUYERS MORE TIME TO DEAL WITH THE 

UNEXPECTED DELIVERY OF A GRADE OTHER THAN 

THE BRENT THEY WERE EXPECTING, THE NOTICE PERIOD 

FOR DECLARING WHAT CARGO WOULD BE DELIVERED IN 

SATISFACTION OF A PRIOR SALES COMMITMENT WAS 

INCREASED FROM 15 DAYS TO 21 DAYS

was not identical, no quality premia were 
deemed necessary. This was because For-
ties and Oseberg would only be supplied 
if Brent was squeezed such that its price 
artificially exceeded the rest of the mar-
ket. As production continued to dwindle 
the forward contract was again amended 
in 2007, adding Ekofisk to the basket of 
grades that could be supplied in lieu of 
Brent if there were insufficient cargoes of 
Brent available. So we now had a 21-day 
BFOE forward contract. 
The concept of having a basket of deliv-
erable grades survived the step change 
in Forties quality in 2007 when Buzzard 
was introduced to Forties Blend. Buzzard 
made Forties Blend the least valuable 
grade in the so-called “BFOE” basket, so 
it was the grade that sellers thereafter al-
ways tended to supply. Buyers -well aware 
of this fact and behaving as any rational 
economic actor would- expected to re-
ceive Forties when they bought 21-Day 
BFOE and adjusted the price they were 
prepared to pay for the contract accord-
ingly. To protect buyers against produc-
tion fluctuations in Forties Blend, from 
2007 a sulphur price de-escalator was 

introduced for cargoes of Forties Blend 
delivered into the forward contract that 
exceeded 0.6% Sulphur. A further minor 
housekeeping amendment was made to 
the contract in 2012 to extend the notice 
period for delivering cargoes from 21 to 25 
days. Buyers of 25-Day BFOE still knew 
that they were going to be delivered the 
least valuable grade, Forties, and priced 
their purchases of 25-Day BFOE accord-
ingly. 
The issue with constructing a basket 
of grades that can be used to set a price 
benchmark is that the basket contains 
real physical cargoes, subject to the pull 
and drag of random market factors. Some 
grades in the basket may be more popu-
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lar than others with refiners and some 
will be arbitraged into other regions when 
international price differentials so dic-
tate. In which case the cargoes that PRAs 
and other theoreticians deem ought to 
be available to do duty as part of a pric-
ing benchmark basket simply seek better 
profit opportunities elsewhere. This has 
been the case with Forties. 
The supply of Forties Blend periodically 
dries up because some refiners like it and 
they tie the shrinking supply up in their 
own refining systems or into arbitrage 
opportunities in other regions. If the mar-
ket was a healthy one, when Forties is in 
short supply its price ought to go up rela-
tive to the price of the other grades in the 
basket, Brent, Oseberg and Ekofisk. Given 
this price signal, a rational economic actor 
would supply one of those three grades in-
stead of Forties when Forties becomes too 
expensive because of demand from other 
regions. But that is not what happens. De-
spite the paucity of Forties Blend cargoes 
available to supply into 25-Day BFOE car-
goes, its assessed price continued to value 
it as the lowest quality grade in the 25-Day 
BFOE basket. So sellers started to seek 
cash compensation for delivering Brent or 
Oseberg or Ekofisk into the forward con-
tract instead of delivering the “least valu-
ably priced” Forties, which was not in fact 
available. 

This cash compensation was introduced 
in 2013 in the form of quality premia to be 
paid to sellers of 25-Day BFOE that sup-
ply Oseberg or Ekofisk instead of Forties to 
buyers of 25-Day BFOE. Currently quality 
premia for Oseberg and Ekofisk are pub-
lished by the PRA that introduced them, 
Platts, for the current delivery month and 
the following delivery month, with the rel-
evant premium to apply being determined 
by the bill of lading date of the cargo in 
question. The premia are set by a formula: 

QPEko M= 60% x (Ave (MPEko - MP(low-
est of BFO)) M- 1) 
QPOse M= 60% x (Ave (MPOse - MP(low-
est of BFE)) M- 1) 
Where: QP= Quality premium; 
M= Month; Ave= Average; 
and MP= Market Price. 

The QP is subject to a minimum value of 
$0.25/bbl. To put this in context a mar-
gin of $0.25/bbl on a 600,000 bbl cargo, 
the standard size in the BFOE market, is 
equivalent to $125,000. That is an off-put-
ting margin for error in any oil trader’s 
book. 
The outcome of this formula is apparent 
before the sellers of BFOE cargoes are 
obliged by their contract to declare the 
grade and date of any cargo that will be 
delivered in satisfaction of its short for-
ward BFOE position. Since the beginning 
of 2015, this declaration has to be made 30 
clear days, rather than 25 clear days, be-
fore the first day of the cargo’s scheduled 
delivery date range, i.e. we now trade a 30-
Day BFOE contract, rather than a 25-Day 
BFOE contract. These quality premia are 
also taken into account when assessing 
the price of the internationally influential 
Dated Brent price assessment. 
Despite the fact that the price premia ap-
plied to Oseberg and Ekofisk ought not to 
be necessary, no such premium is offered 
for cargoes of Brent Blend delivered into 
the 30-Day BFOE contract when Forties is 
in short supply. Although we continue to 
use the brand name “Brent” for the 30-Day 
forward market, since 2007 when Forties 
became the least valuable grade in the bas-
ket, 30-Day BFOE has in fact been a For-
ties contract and Dated Brent has in effect 
become Dated Forties. 
The introduction of the quality premia 
has increased the incidence of deliveries 
of Oseberg and Ekofisk into the 30-Day 
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BFOE contract, despite the one-month 
lag in the data used to calculate the price 
premium for the cargoes to which it is ap-
plied. So to that limited extent, the quality 
premia have been a success: the practice 
has provided the PRAs with sufficient data 
to continue to assess the prices of the four 
grades in the basket. But markets do not 
exist just to provide data to PRAs: mar-
kets exist to provide the necessary tools 
for companies to buy and sell physical oil 
and to manage their risk. What we cannot 
know is how much more liquid the 30-Day 
BFOE contract would be if it functioned in 
accordance with economic principles that 
dictate that in a perfect market the price of 
goods in short supply is driven up by de-
mand. 

Planning Economics 
While this issue engages the trading com-
munity, elsewhere in the oil sector com-
panies use the price of Brent not only as 
a reference point for pricing other inter-
national grades of oil, but as the planning 
price in their project economics and as the 
basis of tax reference pricing and cost re-
covery pricing in Production Sharing Con-
tracts. Yet the price of Brent is not fit for 
these purposes. 
For example, the development plan of new 
oil fields typically use a price assumption 
that is derived from Brent, plus/minus a 
quality differential calculated as the dif-
ference between the Gross Product Worth 
(GPW) of Brent and the GPW of the new 
grade in question. This calculated GPW 
differential is then applied to the reported 
market price of Brent to infer a likely mar-
ket price of the new grade. These GPW 
calculations are carried out to a degree of 
accuracy made spurious by the fact that on 
any given day, the market price of Brent 
may actually be the market price of For-
ties, Oseberg or Ekofisk. To be completely 
accurate, the GPW differential ought to be 
calculated relative to the grade in the bas-
ket that sets the price of Brent. 
The practical difficulty of determining 
whether Brent, Forties, Oseberg or Ekofisk 
set the price of Dated Brent on any given 
day leads most companies and their ad-
visers to ignore this issue altogether. They 
simply assume that since the published 
price assessment is labelled “Brent” they 
should work out any GPW differential 
based on a Brent assay, rather than a more 
likely Forties assay. 

What Next? 
It is to be hoped that Shell’s apparent hes-
itation in endorsing the introduction of 
Troll to the BFOE basket is because it is 
reluctant to compound the need for illog-
ical quality premia that are necessary to 
make the existing Brent contract work. 
Whether or not Troll ends up in the BFOE 
basket, this issue will not go away: Brent, 
Forties, Oseberg, Ekofisk and Troll are all 
on a declining production trend, suggest-
ing that more and increasingly disparate 
grades of crude oil will have to be added 
to the basket over time. If the market does 
not cut out the rot at the heart of the Brent 
basket now, the decay will get worse over 
time as more grades are grafted onto the 
contract. 
Given that oil traders are conservative and 
do not like radical changes, the next incre-
mental step in the evolution of the Brent 
basket might be to redefine what we mean 

when we refer to Brent. The publication 
and acceptance of a Brent Standard assay, 
that would not change over time even if 
Brent changes or disappears, would be a 
good starting point. We could then assess 
quality differentials by applying a GPW 
differential between the Brent Standard 
assay and the quality of any grade that is 
added to the delivery basket over time. 
This is not a radical proposal: this princi-
ple is already applied widely throughout 
the industry in the case of Value Adjust-
ment Mechanisms and Quality banks used 
for compensating companies whose oil 
quality is degraded or improved by com-
mingling with another field. 
Unless we take a step back and address 
the imperfection at the heart of the Brent 
basket mechanism, the market will con-
tinue to forego the liquidity that could be 
enjoyed if Brent were functioning prop-
erly. We are not spoiled for the choice of 
other oil price benchmarks to use. Brent 
may yet be cured with a bit of cooperation 
and ingenuity. [C
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GIVEN THAT OIL TRADERS ARE CONSERVATIVE 

AND DO NOT LIKE RADICAL CHANGES, THE NEXT 

INCREMENTAL STEP IN THE EVOLUTION OF THE BRENT 

BASKET MIGHT BE TO REDEFINE WHAT WE MEAN WHEN WE 

REFER TO BRENT
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ICAEW members and guests gathered at the DIFC Conference 
Centre in Dubai to discuss how governments and business can 
work together to address the economic diversification needs of 
the region

Public-Private Partnerships 
will help GCC governments 
achieve key aims

USING PPPS TO DEVELOP INFRASTRUCTURE 

MEANS GOVERNMENTS HAVE THE 

OPPORTUNITY TO SHIFT LARGE UPFRONT CAPITAL 

SPENDING OFF THEIR NEAR-TERM FINANCING 

COMMITMENTS. HOWEVER, PPP HAS TO BE 

STRUCTURED IN THE RIGHT WAY FROM THE OUTSET

dopting the Public–Private Partnership (PPP) model for 
future infrastructure spending would mean GCC govern-
ments can save valuable public finances during the current 
challenging period, according to accountancy and finance 

body ICAEW. It would also enable them to attract more foreign in-
vestment, create jobs and encourage the transfer of skills to the public 
sector. This was the consensus during ICAEW’s Corporate Finance 
Faculty roundtable about PPP prospects in the region.
ICAEW members and guests gathered at the DIFC Conference Cen-
tre in Dubai to discuss how governments and business can work to-
gether to address the economic diversification needs of the region. 
The event was organised by ICAEW’s Corporate Finance Faculty in 
the UAE.
Panellists included Brad Watson, Partner and Infrastructure Adviso-
ry Lead, Middle East and Africa, EY; Sachin Karia, Partner, Allen and 
Overy; Paul Norris, Senior Infrastructure Advisory, Abu Dhabi De-

partment of Finance; and Jeron-
imo Roura, Chief Executive Offi-
cer, MENA Infrastructure Fund. 
The discussion was moderated 
by Tobias Thunander, Head of 
Debt Advisory Services, UAE, 
KPMG.
Following an introduction by 
Matthew Benson, Partner Trans-
action Support Leader, Europe, 
Middle East, India and Africa 
(EMEIA), EY, panellists and in-
vited guests discussed the chal-

lenges and opportunities associated with PPP in the region. Panel-
lists agreed there is a lack of understanding about the PPP concept in 
the region, which is largely considered to be purely a financial tool.
Speakers explained that GCC governments have to appreciate that 
the PPP model is a long-term partnership that brings to the public 
sector a number of benefits including the transfer of expertise, in-
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novation and efficiency from the private 
sector. It also transfers many risks, that 
typically have been borne solely by the 
public sector, to the private sector.
Panellists advised that in order to facil-
itate collaboration between the public 
and private sectors, there is a need for a 
good ‘Public Procurement Law’ which is 
transparent and sets out the processes to 
be followed for all forms of public pro-
curement.
Michael Armstrong, FCA and ICAEW 
Regional Director for the Middle East, 
Africa and South Asia (MEASA) said “Us-
ing PPPs to develop infrastructure means 
governments have the opportunity to 
shift large upfront capital spending off 
their near-term financing commitments. 
However, PPP has to be structured in the 
right way from the outset. There needs 
to be an approach by both the govern-
ment and the private sector providers 
that looks carefully at how the deals can 
be structured in the most effective and 
efficient manner. Because it is a partner-
ship, it must be attractive and beneficial 
not only for the government, but also for 
those investing their personal funds.” 
Speakers also agreed that the most im-

portant lesson learned in other jurisdic-
tions that can be applied in the GCC is 
that each PPP structure should be tai-
lored to serve the project. Parties need 
to be patient in order to get the structure 
right and must not rush PPPs. 
Panellists applauded Abu Dhabi’s ap-
proach in implementing PPPs. The Emir-
ate was recognised for having established 
a PPP model that works well and has suc-
cessfully completed PPPs in energy, in-
frastructure and educational sectors.
The event was attended by close to 100 
ICAEW members and senior business 
representatives from the major global 
and regional financial organisations. [C
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Panellists included 
Brad Watson, Partner 
and Infrastructure 
Advisory Lead, Middle 
East and Africa, 
EY; Sachin Karia, 
Partner, Allen and 
Overy; Paul Norris, 
Senior Infrastructure 
Advisory, Abu Dhabi 
Department of Finance; 
and Jeronimo Roura, 
Chief Executive Officer, 
MENA Infrastructure 
Fund.
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Toward a standards-
driven Oil & Gas sector
The task of formulating harmonized, industry-wide 
standards underpinning initiatives in support of, 
among other things, road safety, In-Vehicle Monitoring, 
heat stress mitigation, road assurance worthiness, 
camp standards, falling object prevention, and 
vocational training accreditation, has shifted into 
higher gear at OPAL
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or the better part of a year or more, top-level executives at OPAL, 
assisted by experts seconded from around the industry, have been 
busy at work preparing a common set of standards on a broad array 
of issues.  

The task at hand has been painstakingly arduous, but given the critical impor-
tance of these criteria to the goal of enhancing productivity, efficiency, safety 
and best practice in the Oman’s pivotal Oil & Gas industry, OPAL is putting the 
pedal to the metal in meeting ambitious targets and timeframes to deliver these 
guidelines. 
“These standards have the potential to be a game-changer for the industry in 
terms of creating a level playing field for all of the players, while champion-
ing best practice as the minimum norm,” said Musallam Al Mandhari, CEO 
– OPAL.  “The implications for enhanced safety, efficiency, productivity, pro-
fessionalism, sustainability and in-country value development, are huge when 
these standards are in place and implemented across the industry,” he stressed. 
On hand is a substantial portfolio of safety and regulatory objectives for which 
rule-books are being developed for uniform implementation across the indus-
try.  The list includes: Road Safety, Heat Stress Mitigation, Camp Standards, 
Road Assurance Worthiness, Falling Object Prevention, and Vocational Train-
ing Accreditation.  Other initiatives are being progressively added to this list 
in line with OPAL’s enlarged mandate to support the development of a stan-
dards-driven Oil & Gas sector.

Road Safety / Defensive Driving
An integral part of Road Safety Standards that were adopted at the AGM of 
OPAL in March this year, Defensive Driving criteria are being harmonized 
across the industry for the first time – a move that will help improve efficiency, 
reduce costs, and bolster driving safety, says Mr. Al Mandhari.
“As every operator has their own set of standards for defensive driving, busi-
nesses and service providers are consequently burdened with a multiplicity of 
criteria to fulfill, not to mention the attendant costs. OPAL is now working to 
implement the agreed standards and streamline driving standards according 
to vehicle types and enforce a common set of criteria for the entire industry.”
Assisting OPAL in this effort are subject matter experts who are working to 
roll out the new standards in time for their implementation with effect from 1st 
January, the CEO said.
Together with defen-
sive driving, OPAL is 
also seeking to stan-
dardize criteria gov-
erning the use and op-
eration of In-Vehicle 
Monitoring Systems 
(IVMS).  Disparate 
IVMS guidelines, differing speed limits and divergent driving standards adopt-
ed by individual oil and gas operators have underscored the need for uniformi-
ty in driving behavior criteria and practices across the industry, according to 
Mr. Al Mandhari.
“OPAL is putting in place standards that would support the rollout of an effec-
tive, robust and centralized Road Safety Standards Management system for the 
benefit of all of our members, with perhaps the exception of the large operators 
who may already have their own monitoring systems in place. Going forward, 
we see this initiative evolving into a broader quest to introduce standards in 
related areas as well, such as Third Party Logistics (3PL).” 
Significantly, standards underpinning 3PL services will allow for transport and 
logistics services providers to consolidate goods destined for different oper-
ators into one consignment – a cost-saving measure presently impossible to 
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OPAL IS PUTTING IN PLACE STANDARDS THAT WOULD 

SUPPORT THE ROLLOUT OF AN EFFECTIVE, ROBUST 

AND CENTRALIZED ROAD SAFETY STANDARDS MANAGEMENT 

SYSTEM FOR THE BENEFIT OF ALL OF OUR MEMBERS
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LONGER TERM, OPAL IS LOOKING AT COLLATING ALL 

SAFETY RELATED INCIDENTS INTO ONE COMMON 

DATABASE – A MOVE, THE CEO SAID, WILL HELP ADVANCE 

CROSS-LEARNING AND RESEARCH ON THE ISSUE OF SAFETY

implement because of the diversity of specs 
applied by different operators. By standard-
izing transportation criteria, OPAL aims 
to facilitate the simultaneous movement 
of goods destined for different operators, 
thereby optimizing the utilization of trans-
portation and logistics resources.
Likewise, uniform standards governing 
Road Worthiness Assurance (RAS) due to 
be rolled out next January will be applied to 
automotive workshops and garages under-
taking inspections and quality assurance of 
vehicles operating in the oilfield areas. These 
common guidelines will replace the differing 
specs currently adopted by individual oper-
ators.
Importantly, the task of implementing 
these road safety related standards is placed 
squarely on the shoulders of OPAL on behalf 
of its members and the wider industry, Mr. 
Al Mandhari noted. 
“The Ministry of Oil & Gas has requested 
OPAL to manage the implementation system 
as part of our mandate. We envision a cen-
tralized system that encompasses common 
standards for a broad array of objectives, 
such as Road Worthiness Assurance, Defen-
sive Driving, IVMS, Driver Competence and 
Behavior, and so on,” he said. 

Heat Stress Mitigation
Building on an understanding reached with 
the Ministry of Manpower on Heat Stress 
Mitigation in the Oilfields, OPAL is now fi-
nalizing guidelines designed to ensure that 
operators and their service providers keep 

their oilfield staff from the perils of expo-
sure to extreme summertime temperatures 
during the months of June to August and are 
in compliance with the relevant provisions 
of the Omani Labour law.  
Omani Labour Law currently requires em-
ployers to suspend outdoor work from 12.30 
to 3.30 pm – a provision that can adversely 
impact critical oilfield activities such as drill-
ing operations. OPAL is focused on finding a 
suitable and sustainable solution that would 
allow for rig operations to work uninter-
ruptedly while at the same time, keeping the 
workers from harm’s way.
One potential solution lies in the installa-
tion of misting fans at outdoor oilfield sites 
to mitigate summer heat, according to Mr. Al 
Mandhari.  “We are now working to evalu-
ate their efficacy in alleviating temperatures 
at worksites. Can they have a cooling effect 
on staff working on rig, without creating 
new hazards, such as slippery surfaces, and 
so on?  What should be the type of nozzles 
installed for the misting effect? As part of 
this exercise, we have conducted a number 
of tests on rig platforms in the northern half 
of Oman, and will shortly commence trials 
in the south as well. Based on our findings, 
we will recommend a specific configuration 
of misting system that will be mandatory for 
installation at rig sites during summer.”
To ensure that the proposed initiative is not 
merely symbolic, OPAL has incorporated 
safeguards in its Heat Stress Mitigation Stan-
dards, according to Mr. Al Mandhari.  These 
additional safeguards centre on the mea-
surement of Thermal Work Limits (TWL) at 
a given site. 
“TWL is a universally accepted measure of 
outdoor conditions at a given time.  It factors 
in not only the ambient temperature, but also 
humidity, back radiation, direct sun’s heat, 
wind speed, and so on.  All of these environ-
mental factors are taken into consideration 
when computing TWL readings.”
Thermal Work Limits are currently being 
trialed at oilfield locations around the Sul-
tanate. “If the TWL indicator goes red, then 
this would warrant stringent heat mitigation 
measures – including the use of misting fans – 
which will kick in.  Amber would suggest that 
heat conditions are moderate, while green 
would indicate that conditions are safe for 
outdoor work. We have integrated the TWL 
standards into the guidelines for Heat Stress 
Mitigation. This will help ensure that oilfield 
operations remain uninterrupted in summer 
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BROADLY MODELLED ON THE STAR-RATINGS 

SCHEME APPLIED TO HOTELS AND RESORTS, THE 

STAR SYSTEM ALLOWS INDIVIDUAL INSTITUTES TO RATE 

THEMSELVES IF THEY MEET A CERTAIN MINIMUM SET OF 

CRITERIA COVERING, AMONG OTHER THINGS, FACULTY 

STANDARDS, PROCESSES GOVERNING THE SELECTION OF 

TEACHERS, AVAILABILITY OF FACILITIES, AND SO ON

without compromising the health and wel-
fare of personnel,” the CEO explained.

Camp Standards
Unquestionably, an early success story in our 
quest to introduce minimum quality stan-
dards in oilfield services, the Camp Standard 
prescribes a set of minimum requirements 
for establishing any oilfield camp ub the Sul-
tanate.  It lays down criteria governing all as-
pects of how a camp should function, from 
site selection, design and layout to the nature 
of living quarters, amenities, waste manage-
ment, and so on. 
The underlying goal is to harmonise the min-
imum mandatory requirements for planning, 
designing and operating camps across all 
concessions and operators, thereby making 
it easier for contractors to cater to the needs 
of different operators.  Importantly, the Stan-
dard also complies with the provisions of 
Ministerial Decision 286/2008 (Regulation 
of Occupational Safety and Health for Estab-
lishments Governed by the Labour Law). 

Dropping Objects Prevention
Standardized guidelines are also being draft-
ed to help safeguard workers and others from 
the hazards of falling objects.  The ‘Dropping 
Objects Prevention Scheme’ (DROPS) aims 
to harmonize differing standards currently 
adopted by oil and gas operators.  OPAL aims 
to introduce the revised standards by Janu-
ary 2018.
Longer term, OPAL is looking at collating 
all safety related incidents into one com-
mon database – a move, the CEO said, will 
help advance cross-learning and research on 
the issue of safety.  “We see the benefits of 
a unified database that pools all information 
related to safety incidents from across the 
industry.  This database will include details 
pertaining to accident investigations, expert 
findings, near-misses, and so on.” 

OPAL STAR Learning Hub:
In a significant boost for its efforts to accred-
it vocational training institutions in the Sul-
tanate, OPAL has kicked off work on a new 
set of Standards for Training Assurance and 
Recognition (STAR).  Broadly modelled on 
the star-ratings scheme applied to hotels and 
resorts, the STAR system allows individu-
al institutes to rate themselves if they meet 
a certain minimum set of criteria covering, 
among other things, faculty standards, pro-
cesses governing the selection of teachers, 

availability of facilities, and so on. Training 
institutes should achieve a minimum star rat-
ing if they have to qualify to conduct learning 
programmes for the Oil and Gas sector, said 
Mr. Al Mandhari. 
“We are in the process of discussing with the 
Ministry of Manpower the adoption of the 
Star rating criteria and apply it to approve 
training centres and thus ensure improved 
quality in Human Capital Development in 
the country,” he added.
While the task of writing up new standards 
for the industry will continue to concentrate 
minds at OPAL over the coming months, the 
Society is not losing sight of another ongo-
ing imperative: the redeployment of Omani 
Staff made redundant by the low oil price 
environment.  The numbers of nationals laid 
off by companies upended by the crisis are 
now in the low hundreds – a far cry from the 

1,500-plus workers that necessitated rede-
ployment at the start of the crisis in late 2014. 
The immediate concern for OPAL is to tack-
le potential layoffs resulting from drilling 
contractors and service providers.  With 
drilling activities being curtailed as a result 
of belt-tightening by operators, those work-
ing on rigs and hoists – typically a heavily 
Omanised segment of the oilfield industry 
– are more likely than others to seek the 
application of the Redeployment Strategy.
As of July-end, just over 100 Omani oilfield 
workers laid off by their employers were be-
ing processed for redeployment elsewhere 
within the industry, or failing that, would be 
eligible for compensation. Thanks to proac-
tive and results-oriented weekly interactions 
with operators, as well as the Ministry of Oil 
& Gas, redeployment numbers have remained 
within manageable limits thus far – a triumph 
for OPAL’s increasingly important mandate as 
the Voice of Oman’s Oil & Gas Industry.

Conrad Prabhu
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OPAL’s mandate 
as voice of oil and gas 

industry affirmed

OPAL’s role as the voice of Oman’s oil and gas industry 
was roundly and enthusiastically endorsed by His 

Excellency Salim bin Nasser al Aufi, Under-Secretary 
of the Ministry of Oil & Gas, at the Society’s Annual 

General Meeting (AGM) held in April this year
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embers representing the upstream operators, contractors, 
consultants and service providers that together make up 
Oman’s thriving oil and gas community, filled the ballroom of 
the Crowne Plaza Muscat in unprecedented numbers – a de-

velopment that exemplified the strides that OPAL has made in recent years as 
a truly representative organization of the industry. 
Heartened by the large turnout, HE Salim Al Aufi remarked: “The Oil & Gas 
industry needs an organization like OPAL to be its voice; OPAL is actually 
demonstrating that it is delivering on that promise.”
Addressing the gathering, the Under-Secretary described OPAL as one of the 
“strongest professional societies” that Oman can presently boast of. “This is by 
far the most professional and the most representative of communities in the 
Sultanate. It needs to make sure it gets your continued support,” he stressed.
Earlier, HE Al Aufi recalled the pivotal role that OPAL has played – and con-
tinues to play – in fashioning a safety-net for Omanis threatened with layoffs 
in the wake of the oil price plunge. A ‘Redeployment Strategy’ rolled out in 
conjunction with the Ministry of Oil & Gas and the Ministry of Manpower 
helped secure alternative employment for an estimated 4,500 Omanis within 
the industry. A further 600 Omani oilfield staff are currently being put through 
the redeployment process, and if OPAL’s past success is any judge, then find-
ing suitable employment – or equitable compensation in lieu – for the balance 
number should not be difficult, he noted.
But the focus of redeployment efforts, he stressed, should primarily be direct-
ed at Omanis who are being made redundant on account of a contract being 
shelved or truncated because of the constrained economic situation. Excluded 
from the purview of this effort are those being made redundant as a result of 

M
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their contracts coming to a natural end – an 
outcome that has nothing to do with the cur-
rent economic situation, the Under-Secre-
tary pointed out.
HE Al Aufi cited in particular the laudable 
role of the oil and gas operators in securing 
alternative openings for retrenched Omani 
workers. “A lot of thanks are due to OPAL 
and the operating companies in this regard.  
We put a lot of burden on the shoulders of 
the operators. Although the redeployment 
process required them to only audit the ef-
forts done by the contractors in securing 
alternative jobs for laid off workers, the 
operators ended up doing a lot of the work 
themselves. They spent a lot of time and ef-
fort to redeploy Omanis, and I thank them 
for their support.”
Also deserving of praise is OPAL and its ex-
ecutive management headed by CEO Musal-
lam al Mandhri, the Under-Secretary noted. 
“As the voice of the industry, OPAL has done 
a tremendous amount of work in reaching 
out to individual contractors, understand-
ing the challenges they are facing, and then 
sounding out members who can chip in with 
support.”

But further challenges lie ahead, the Un-
der-Secretary warned, as he urged the com-
munity to close ranks with OPAL to find 
suitable solutions to a new round of antici-
pated layoffs in the industry.
Having delivered admirably on its role in 
driving the redeployment strategy, OPAL 
is now well-positioned to take on more re-
sponsibilities and tasks that are in sync with 
its mandate as the industry’s voice, said HE 
Al Aufi. 
He invited OPAL to engage with the drilling 
and hoist community in harmonizing the 
various job titles in vogue in this section of 
the industry with the job titles classified by 
the Ministry of Manpower in their systems. 
The exercise, targeted for completion before 
the end of this year, will provide an accurate 
picture of the actual number of positions 

available for redeployment when an antici-
pated job squeeze begins to imperil drilling 
and hoist activities. 
Also in keeping with its remit as the indus-
try’s voice, OPAL has the potential to serve 
as the focal point for the vetting of all appli-
cations for labour clearances sought by oil-
field contractors, said the Under-Secretary.  
HE Al Aufi explained: “Just as the Central 
Bank of Oman vets and endorses requests for 
labour clearances from commercial banks 
before they are passed on to the Manpower 
Ministry for action, the Manpower Ministry 
has approached us to perform the same role 
on behalf of the oil and gas sector. MOG can-
not do it all by itself, and so we would request 
OPAL to share in this responsibility. While 
MOG will likely take upon itself the task of 
verifying and endorsing labour clearance 
requests from the operators, perhaps OPAL 
can handle requests from the contractors.”
HE Al Aufi was also unstinting in his praise 
for OPAL for having delivered on its promise 
to get the industry to agree common stan-
dards in the following areas:
1. Road Safety: This common set of standards 
for the entire oil and gas industry will soon 
replace the diverse and disparate sets of 
standards and specs presently enforced by 
individual operators with regard to, among 
other things, speed limits, driver’s age, 
IVMS, certification, licensing, road safety 
training, and so on.
2. Camp Standards: Described as a milestone by 
the Under-Secretary, these guidelines pre-
scribe minimum standards for staff camps 
operated in the oilfield regions of Oman – 
a measure that also affirms the industry’s 
commitment to caring for its workers.
3. Heat Stress Mitigation: Agreed in collabora-
tion with the Ministry of Manpower, these 
guidelines prescribe a set of mitigation mea-
sures that shall be adopted by operators and 
contractors with a view to safeguarding 
their oilfield staff from the harmful effects 
of exposure to the noonday heat especially 
in summer. 
In this regard, the Under-Secretary credited 
OPAL’s success in the compilation of the this 
trio of standards to the sense of unity and 
purpose that has got its members to rally to-
gether in support of common goals. 
Urging the members to remain cohesive and 
collaborative in their pursuit of common ob-
jectives, he said: “OPAL represents you; Its 
success comes from the support that you 
give OPAL. Please make the most of OPAL 
because they are there for you. If you have 

“AS THE VOICE OF THE INDUSTRY, OPAL HAS DONE 

A TREMENDOUS AMOUNT OF WORK IN REACHING 

OUT TO INDIVIDUAL CONTRACTORS, UNDERSTANDING THE 

CHALLENGES THEY ARE FACING, AND THEN SOUNDING OUT 

MEMBERS WHO CAN CHIP IN WITH SUPPORT.”, POINTED MR 

MUSALLAM AL MANDHARI, OPAL CEO
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challenges, say with the Manpower Min-
istry, MOG, Ministry of Environmental & 
Climate Affairs, and so on, OPAL can repre-
sent all of you and get any issues sorted out 
because they are the industry’s voice. OPAL 
has my support too. United you are stronger 
through OPAL!” 
In concluding, HE Al Aufi also urged the 
members to work – rather that compete – 
with OPAL in achieving the common inter-
ests of the industry. By joining ranks with 
OPAL, the industry can benefit from an or-
ganization that is not only by far the most 
professional among established societies in 
Oman, but also truly representative of the oil 
and gas sector, he added.

A new board at the helm 
The Annual General Meeting (AGM) of 
Oman Society for Petroleum Services 

(OPAL), the representative body of the na-
tion’s pivotal oil and gas industry, was held at 
the Crowne Plaza Muscat in April, attracting 
a capacity audience of more than 300 com-
pany executives.
The record turnout was a testament to the 
Society’s growing prominence as the voice of 

The three sets of 
standards, Road 
Safety, Camp 
Accommodation 
and Heat Stress 
Management, were 
formally unveiled 
at the AGM.
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the hydrocarbon industry and a recognition 
of its definitive role in driving best practice, 
standards and professionalism in the oil and 
gas sector. 
HE Salim bin Nasser Al Aufi, Under-Sec-
retary of the Ministry of Oil & Gas, was the 
Guest of Honour on the occasion. Also pres-
ent were the CEOs, Managing Directors and 
Country Heads of a number of upstream 
companies and contracting firms.
The highlight of the evening was the election 
of a new Board of Directors comprising Dr 
Amer Al Rawas, Group CEO – Tasneea Oil & 
Gas (as Chairman); Aflah Al Hadhrami, VP – 
Oxy (as Vice Chairman); Husam Al Jahdha-
mi, Engineering Director – PDO (as Treasur-
er); Ashraf Al Mamari, VP Corporate Affairs 
– OCCEP; Hamoud Al Tobi, CEO – Al Sha-
wamikh Oil Services SAOC; Khalid Al Kindi, 
Deputy General Manager – BP; and Mohsin 
Al Hadhrami, CEO – Schlumberger. 
Earlier, in opening remarks, OPAL CEO 
Musallam al Mandhri outlined the signifi-
cant strides achieved by the Society during 
the past year, in line with its reinvigorated 
and broadened mandate to as the industry’s 
principal platform.  In particular, OPAL con-
tinued to work closely with the Ministry of 
Oil & Gas, Ministry of Manpower and the 
ICV Committees to build a robust skills de-
velopment infrastructure focusing primarily 
on technical competencies.
A notable highpoint of the past year was the 

Society’s success in compiling and publish-
ing the keenly awaited standards for Road 
Safety, Camp Accommodation and Heat 
Stress Management. The three sets of stan-
dards were formally unveiled at the AGM.
Another laudable achievement is the roll-
out of National Occupational Standards 
(NOS) for welding professionals. This pilot 
project is a precursor to establishing simi-
lar NOS norms for other trades in conjunc-
tion with the industry, training institutes 
and government trained professionals. 
NOS norms for HSE Officers and Lifting 
Equipment skillsets are currently under fi-
nalization, he said.
Outgoing Chairman Majid al Toky described 
his lengthy association with the Society go-
ing back more than a decade, as fulfilling 
and rewarding.  He said he was happy to 
see OPAL on solid ground both financially 
and operationally He voiced confidence that 
OPAL would evolve into a hub for national 
talent development, better regulation and 
HSE, and a ‘go-to’ place for crisis manage-
ment. 
Also at the AGM, the financial report for the 
year ended December 31, 2016 was present-
ed by Haifa al Khaifi, Treasurer – OPAL. An-
other highlight was the launch of the Mobile 
Library, a major CSR initiative organized by 
OPAL on behalf of its 400-plus members. 
The Mobile Library has been gifted to Dar Al 
Atta, the well-known Omani charity. 

The highlight of 
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he OPAL STAR (Standards for 
Training, Assurance & Recog-
nition) Centre is the first in the 
Sultanate to be awarded STAR 

status.
BP Oman has formally handed over its 
state-of-the-art technicians training fa-
cilities to the Oman Society for Petroleum 
Services (OPAL). Following the handover, 
which took place on May 1, OPAL has as-
sumed responsibility for expanding these 
faclities to benefit Oman’s wider oil and gas 
industry. 
The facilities, based in Muscat, were hand-
ed over in a formal ceremony under the pa-
tronage of HE Eng. Salim bin Nasser Al Aufi, 
Under-Secretary, Ministry of Oil & Gas and 
attended by senior dignitaries from Minis-
try of Manpower, BP Oman and OPAL.  
With its own use of the facilities now com-
plete, BP Oman has donated them to OPAL 
in order to support the wider develop-
ment of Omanis, in the sector.  They will 
henceforth be known as the OPAL STAR 
(Standards for Training, Assurance & Rec-
ognition) Centre, which is the first in the 
country to be awarded STAR status. 
Open and accepting applications, it will be 
at the heart of the OPAL STAR Learning 

Hub, providing specialized oil and gas train-
ing to build the skills of Diploma graduates 
and meet the requirements of the major 
employers in the sector. It will also set the 
standard for training excellence and pro-
vide assistance to other training providers, 
both private and state owned, to improve 
delivery quality and achieve standardiza-
tion in course content across the sector.
In its former guise, graduate BP techni-
cians underwent training at the facilities, 
which included actual size, world-class 
equipment, to gain hands-on experience 
in a safe environment under the supervi-
sion and guidance of trained instructors. 
Having completed their 15-month training 
at the centre and  a 2-year on job training, 
these 86 technicians are now qualified in-
strumentation, mechanical, electrical and 
production technicians, many of whom 
have now joined the team at the Khazzan 
gas development.   
The OPAL STAR Centre will build upon 
this success to focus on the main operation-
al skills of maintenance engineering tech-
nicians (electrical, instrumentation and 
mechanical), as well as process operators 
and control room technicians. All of the 
programmes are designed to global indus-
try standards and where applicable will de-
liver qualifications from UK-regulated EAL 
and City and Guilds.
Eng. Yousuf Al Ojaili, BP Oman Presi-
dent, commented: “BP Oman is proud and 
delighted to be able to hand these facili-
ties over to OPAL for the broader good of 
Oman’s oil and gas sector. This dedicated 
training facility has proved to be the ideal 
learning environment for our technicians 
and, under OPAL’s stewardship, will pro-
vide a promising future for Omani grad-
uates who wish to pursue a career in oil 
and gas. This is great news for the students 
and great news for the sector as a whole in 
Oman.”
Musallam Al Mandhry, OPAL CEO, added: 
“OPAL is truly honoured to receive this do-
nation and for the faith BP has shown in our 
ability to continue the amazing work which 
they started in providing world class train-
ing and development to future employees 
in the oil and gas sector.”  

The Centre were handed 
over in a formal ceremony 
under the patronage of HE 

Eng. Salim bin Nasser Al Aufi, 
Under-Secretary, Ministry 
of Oil & Gas and attended 
by senior dignitaries from 
Ministry of Manpower, BP 

Oman and OPAL. 
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man Society for Petroleum Services (OPAL) and the SME Develop-
ment Fund, an initiative of the Oman Authority for Partnership for 
Development (OAPFD), have agreed to join forces to groom Omani 
talent in the oil and gas sector into entrepreneurs. 

Titled ‘TAS’IS’, the initiative complements efforts by various public and pri-
vate sector organisations to drive Omani entrepreneurship and small business 
development in line with the government’s localization and In-Country Value 
(ICV) development strategies.
As a first step in the roll-out of the programme, OPAL and the SME Fund signed 
a Memorandum of Understanding (MoU) in August setting out the framework 
of their partnership.  Representing their respective organisations at the signing 
were Mr. Abdullah al Harthy, Communications Executive at OPAL (standing in 
for OPAL CEO Mr. Musallam al Mandhari), and Mr. Raphael Parambi, former 
CEO – SME Development Fund.  
The MoU commits both sides to work collaboratively in, among other objec-
tives, the developing suitably qualified Omanis to become full-fledged entrepre-
neurs. With training and funding support provided by the SME Fund and other 
financial partners, these aspiring entrepreneurs will be encouraged to start up 
their own businesses with an eye on the substantial contracting opportunities 
that await SMEs under the government’s SME and In-Country-Value (ICV) de-
velopment strategies. 
In addition to supporting the development of SMEs, OPAL and the SME Fund 
also see the potential for these start-ups to employ significant numbers of indi-
viduals from the drilling services segment of the industry, contributing to a key 
ICV objective.
Also as part of its commitment, the SME Fund will support OPAL’s ICV initia-
tive towards creating new industry specific SMEs that can provide job oppor-
tunities for a dynamic pool of skilled manpower from a cross-section of trades 
and skill-sets within the oil and gas sector.  OPAL, for its part, will work towards 

O

TAS’IS: A win-win 
for oil sector 
entrepreneurship 
and SME development

OPAL, with the support of the SME Fund, 
launches a new initiative that complements 
efforts by various public and private sector 
organisations to drive Omani entrepreneurship 
and small business development in line with the 
government’s localization and In-Country Value 
(ICV) development strategies
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suitably building the capabilities of these 
newly established SMEs by assisting them to 
win business contracts.
Commenting on the significance of the MoU, 
Abdullah al Harthy of OPAL said: “We are 
delighted to partner with SME development 
Fund, an agency that has a successful track 
record in entrepreneurial development, men-
torship and support.  We encourage individ-
uals working in drilling services to take this 
opportunity to explore and develop their en-
trepreneurial talent with OPAL and SMEF 
support. OPAL and the Fund will work to 

leverage our respective capabilities and re-
sources to bring about a qualitative shift in 
SME development in the oil and gas sector.”
Raphael Parambi of SMEF added: “Through 
this partnership with OPAL, the SME Fund 
seeks to build on its longstanding association 
with the Ministry of Oil & Gas in champion-
ing the benefits of the In-Country Value pro-
gramme, which is key to fuelling the growth 
of SMEs in this sector.”
Supported by the Ministry of Manpower and 
Ministry of Oil & Gas, TAS’IS has been con-
ceived in line with OPAL’s broader strategy 
to help retrain and redeploy Omani Oil & Gas 
workers facing layoffs due to the current eco-

nomic downturn. The programme’s focus is 
centred on the drilling services sector of the 
industry, which presently employs around 
4,000 Omanis.  As drilling contractors begin 
to idle rigs in response to reduced drilling 
activities by operators, TAS’IS will serve as a 
safety net designed to help those individuals 
looking for redeployment or alternative em-
ployment by offering to retrain or reskill them 
for new career openings.  
“So we are moving proactively in anticipa-
tion of redundancies in this segment of the 
industry,” the Communications Executive 
explained. “Laid-off workers who do not find 
opportunities for redeployment elsewhere 
within or outside the industry, can consider 
joining the TAS’IS programme to become en-
trepreneurs or launch small businesses them-
selves.  It’s a win-win from all standpoints,” 
Mr. Al Harthy said.
The objective behind TAS’IS is two-fold: The 
first is to help inject an entrepreneurial cul-
ture within the Omani Oil & Gas industry and 
thereby nurture the growth of small and me-
dium businesses or SMEs. Secondly, it aims to 
support the retraining and upskilling of Oma-
ni oilfield personnel working in drilling ser-
vices in order to prepare them for openings 
created by these new SMEs. The ultimate 
goal is to diversify the job market for Omanis 
amid today’s constrained economic environ-
ment linked to the international oil price sit-
uation.

With the launch of TAS’IS, OPAL is set to 
join a growing portfolio of organisations that 
are involved in the broader national effort 
to spur the growth of SMEs in Oman. These 
include the SME Development Fund, Pub-
lic Authority for Small and Medium Enter-
prises Development (PASMED) and Riyada.  
Through TAS’IS, OPAL seeks to encourage 
enterprising Omanis in the Oil & Gas sector 
to explore entrepreneurship as a self-em-

ployment option and launch their own small 
businesses.
“Our goal is to train or reskill Omanis and up-
grade their professional capabilities so they 
are suitably equipped to undertake jobs that 
are currently in demand or likely to become 
available as the market evolves. By aligning 
the training programmes with the skillsets 
sought by employers, we aim to create a cad-
re of Omanis with market-ready employment 
skills suitable for the local and Gulf markets.”
 While OPAL will facilitate the operation of 
the programme, the SME Fund will offer its 
expertise in mentoring aspiring entrepre-
neurs in the launch of small businesses. 

An MoU to this effect was 
signed by Mr. Abdullah Al 
Harthy, Communications 

Executive at OPAL, and Mr. 
Raphael Parambi, former CEO 

– SME Development Fund.

OUR GOAL IS TO TRAIN OR RESKILL OMANIS AND 

UPGRADE THEIR PROFESSIONAL CAPABILITIES 

SO THEY ARE SUITABLY EQUIPPED TO UNDERTAKE JOBS 

THAT ARE CURRENTLY IN DEMAND OR LIKELY TO BECOME 

AVAILABLE AS THE MARKET EVOLVES
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he prestigious ADIPEC 2017 
Awards are now open for nomina-
tions, with five categories focused 
on issues crucial to the progress 

and resilience of the energy sector.
The ADIPEC Awards celebrate excellence 
and are a highly coveted accomplishment 
within the world of oil and gas. The deadline 
for entries for the ADIPEC Awards has been 
extended to 22 August 2017, with the short-
list to be announced in October. Winners and 
runners-up will be announced at the ADIPEC 
Awards Gala Dinner on ADIPEC’s opening 
night, 13 November 2017. ADIPEC will be held 
from 13-16 November 2017.
The accolades are a highlight of the Abu Dhabi 
International Petroleum Exhibition and Con-
ference (ADIPEC), the world’s most influen-
tial event for the industry and the global meet-
ing place for movers and shakers in energy.
There are five categories in 2017, with a partic-
ular focus on innovation and efficiency as the 
industry adapts to an evolving energy land-
scape. Categories include: Technological In-
novation and Research of the Year; Best Digital 
Transformation Project; Driving Performance 
and Efficiency to Enhance Cost Optimisation; 
Social Contribution and In-country Value; and 
Young ADIPEC Engineer.
At the 2016 Awards, Petroleum Devel-

opment Oman (PDO) scooped the Best 
Oil and Gas Corporate Social Re-
sponsibility (CSR) Project for its sup-
port to Local Community Contractors 
(LCCs) and Super Local Community Con-
tractors (SLCCs), Omani-owned compa-
nies supplying core services to the sector. 
And it also won the Best Practice 
Award for its early monetisation of new 
hydrocarbon discoveries through early de-
velopment facilities at fields such as Tay-
seer, Hawqa Zauliyah and Sadad North in 
response to the low oil price environment. 
PDO’s Baader volunteering project, which al-
lows staff to give their time and expertise to 
charities and non-government organisations, 
and its initiative to optimise gas handling in 
aging assets were also shortlisted for the Best 
Oil and Gas CSR Project and Best Practice 
Award respectively.
More than 10,000 delegates, 2,200 exhibiting 
companies, 900 speakers, and over 100,000 
visitors from 135 countries are projected to 
gather in the UAE capital for ADIPEC 2017, 
breaking the event’s previous records in in-
ternational participation, and bringing the 
world’s decision makers, industry leaders, and 
experts under one roof to address the most 
critical issues surrounding the evolving ener-
gy landscape. 

Categories focus on innovation and efficiency in the Oil and Gas sectors

ADIPEC 2017 Awards 
open for nominations

T Winners of the 
prestigious ADIPEC 
2016 awards.
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Regulatory Excellence: 
The Oman Connection

ne of the world’s best known energy regulatory bodies, the 
Alberta Energy Regulator (AER) - which oversees Oil & 
Gas regulation in the oil sands-rich Canadian province of 
Alberta - is offering its highly acclaimed expertise in Oil & 

Gas regulation to the global hydrocarbon industry.  
The AER’s formidable prowess in this field is proposed to be delivered 
through the recently established International Centre of Regulatory 
Excellence (ICORE), a platform that seeks to share best practice ener-
gy regulation among national and international regulators.  ICORE has 
already garnered interest from over 40 energy producing nations ea-
ger to be part of a unique initiative spearheaded by one of the world’s 
leading regulators.
After all, AER is without a peer in the global energy regulation space. 
The independent regulator is perhaps the only one of its kind in the 
world that oversees all aspects of hydrocarbon development from ex-
ploration, to build, to operations and finally to closure. This includes 
conventional and unconventional oil and gas, fracking, and coal and 
oil sands.  
Falling within its regulatory mandate are over 430,000 km of pipe-
lines, 175,000 active wells, around 800 gas processing plants, 30,000 
oil facilities and nine major oil sands mines, among a wide array of oth-
er facilities. This impressive and unmatched regulatory profile makes 
the AER and its innovation hub, ICORE, a much sought-after partner 
by global hydrocarbon regulatory bodies. 
In the Gulf region, ICORE and Oman’s Ministry of Oil & Gas (MOG) 
are discussing a possible regional presence for the international centre 
here in the Sultanate. A top executive of the AER travelled to Muscat 
recently to meet with officials of the Ministry, as well as OPAL, to help 
cement a long-term relationship between the two sides in this regard.
Speaking exclusively to OPAL Oil & Gas, Mr. Jim Ellis, President and 
CEO, Alberta Energy Regulator (AER), said the Sultanate meets some 
of the key prerequisites that qualify it to become an ICORE partner.  
“When we first started working in this region, it was clear to us that 
Oman had the potential to work with ICORE as well.   So this is the 
subject of the dialogue we are presently having with the Ministry of 
Oil & Gas and other stakeholders,” he said.
“After all, Oman has a history of education - with educational opportuni-
ties having greatly expanded since 1970. Oman is also recognized with-

O

The Canada-based International Centre of Regulatory Excellence (ICORE), 
a one-of-a-kind hub that champions regulatory best practice in Oil & Gas 
jurisdictions around the world, is exploring the possible establishment of a 
regional presence in the Sultanate in partnership with the Ministry of Oil & 
Gas (MOG) and OPAL

❱❱  Mr. Jim Ellis, 

 President and CEO, Alberta Energy Regulator (AER)
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At the heart of the ICORE 
initiative is an innovation 
lab that will take best 
practices in the regulatory 
oversight space from 
around the world to 
jurisdictions looking to up 
their regulatory game

in the GCC as a hub for education, and that 
is also what ICORE is all about. The whole 
genesis of ICORE is to help train regula-
tors around the world, and when we look 
at where Oman is going with its regulatory 
system, we see a natural synergy. So we de-
cided to start a dialogue with the folks here.”
ICORE’s vision, Mr. Ellis explains, is to 
become the global centre of regulatory ex-
cellence for innovation, training and col-
laboration in extractive industries.  As a 
founding member of ICORE, the Alberta 
Energy Regulator will provide expertise 
in the form of in-kind services provided by 
AER subject matter experts. This partner-
ship supports the important work of build-
ing regulators that excel in engagement, 
technical acumen and regulatory innova-
tion that will benefit all global regulators 
through increased sharing of best practic-
es and collaboration.

Innovation hub
A key part of ICORE’s offerings centres 
on regulatory training services designed 
to keep regulators at the forefront of reg-
ulatory trends, issues and best practices.  
Combining both technical training and 
development of leadership competencies, 
ICORE’s programmes seek to offer a cus-
tomized training experience informed 
by international leaders in the regulatory 
space.
ICORE also aims to serves a global inno-
vation hub that fosters collaborative solu-
tions to common regulatory challenges.  It 
provides a single window into regulatory 
best practices, benchmarks and standards. 
Furthermore, as an advisory services pro-
vider, ICORE seeks to help regulators, 
governments and extractive industry op-
erators achieve operational excellence.  
Partners and members will receive adviso-
ry services that, among other things, raise 
the bar for regulatory excellence globally 
by building collective expertise across all 
regulators.  Ultimately, it aims to transform 
the regulator’s workforce into highly com-
petent and capable professionals.
Significantly, the Alberta regulator’s in-
teractions with Oman’s Ministry of Oil & 
Gas predate more recent efforts to clinch a 
partnership arrangement on ICORE.  The 
regulator has been among a number of in-
ternational agencies and institutions that 
assisted the Ministry in the formulation 
of fit-for-purpose regulations for the up-
stream energy sector in the Sultanate. 

“We have been talking to the Ministry for 
almost two years now, as the MOG worked 
on its regulations while also doing a lot of 
research on regulatory agencies around 
the world,” said Mr. Ellis.  “Since that peri-
od, they have continued the dialogue with 
the Alberta regulator that I head, while 
looking at opportunities to build the regu-
lations for Oil & Gas in Oman.”
As energy regulators, both the AER and 
Oman’s MOG have similar goals, Jim 
points out. “The objectives are more or 
less the same in Canada as in Oman.  For 
example, we want to incentivize technolo-
gy and innovation in the oil and gas sector, 
and we know as regulatory bodies that a lot 
depends on us to figure out a way to make 
that happen. As new industry, technology 
or opportunities come in, we play a ma-
jor role in (facilitating) that in Alberta – a 
role that the MOG sees it can play here in 
Oman as well.” 
At the heart of the ICORE initiative is an 
innovation lab that will take best practic-
es in the regulatory oversight space from 
around the world to jurisdictions looking 
to up their regulatory game. 
“Having a regional centre in Oman, for ex-
ample, will enable regulators from around 
the Middle East to learn about best practices 
in the regulatory space. Regulation is a diffi-
cult thing to deal with, so we identified the 
need to work together to be better regulators 
around the world. In the region, the logical 
place for a hub is Muscat,” Mr. Ellis added.

Conrad Prabhu
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R esponding to the call to help prepare the next generation of high-
ly-qualified, competent and job-ready graduates for Oman’s en-
ergy sector, Takatuf Oman has announced projects underway 
to establish two, state-of-the-art technical training institutes in 

partnerships with Schlumberger and Petrofac. 
The announcement was made on the occasion of the recent visit of His Excel-
lency Salim Al Aufi, Under-Secretary of the Ministry of Oil and Gas and Her 
Excellency Dr Mona Al Jardani, Under-Secretary of Ministry of Manpower of 
Technological Education and Vocational Training.
The event recognised the rapid progress being made by Takatuf, Schlumberger 
and Petrofac in bringing to market valuable investments in technical training 
that will enable the energy and utilities sectors to accelerate the rate by which 
they train and employ Oman’s next generation of technical engineering pro-
fessionals.
‘‘With every new project that is 
conceived towards the develop-
ment of Omani Human Capital, 
industry and education move in 
tandem one step further towards 
a workforce well-equipped to 
respond to our economy’s call 
to innovate and excel,” said HE 
Dr Muna Al Jardani. “The value 
of these projects, particularly in 
terms of future capabilities, is 
immense: more opportunity for professional growth opens the doors to our 
workforce making a greater impact on not only our country’s economic devel-
opment, but their own personal and professional futures.”
HE Salim Al Aufi added, “It’s promising to see Oman’s private sector stepping 
up to help our secondary school and university graduates realise their profes-
sional potential in the fields of technical engineering. The worldwide oil and 
gas sector is rapidly evolving and it’s crucial for our economy that Omani pro-
fessionals are prepared to respond effectively.”
“Oman’s push towards a greater role for In-Country Value is based largely on 
the development of its Human Capital and the potential of our labour force to 
effectively respond to our region’s fast-growing competitiveness,” said Ibrahim 
Al Harthi, Managing Director of Takatuf Oman. “Oman has ambitious plans to 
invest in multi-billion dollar asset projects over the next few years, and these 
projects need to be led by an educated and skilled workforce.”

Takatuf enables Oman’s next generation 
of technical engineering professionals

Premier technical 
training institutes 
to open in Q4

THE OMAN INSTITUTE FOR OIL & GAS, OR 

‘INSTOG’, IS A JOINT-VENTURE BETWEEN 

TAKATUF OMAN AND SCHLUMBERGER OMAN 

ENVISIONED AS A PREMIER STATE-OF-THE-ART 

INSTITUTE DEDICATED TO TRAINING AND EQUIPPING 

ENGINEERS AND GEOSCIENTISTS
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The Oman Institute for Oil & Gas, or ‘in-
stOG’, is a joint-venture between Takatuf 
Oman and Schlumberger Oman envisioned 
as a premier state-of-the-art institute dedi-
cated to training and equipping engineers 
and geoscientists with the right skills to de-
velop, optimise and sustain Oman’s oil and 
gas resources. 
“The Institute’s specialization will be accel-
erating growth and empowering careers,” 
says Mohsin Al Hadhrami, Managing Direc-
tor of Schlumberger Oman. “A vital part of 
Oman’s economy is the Oil and Gas industry. 
However, equally vital is the development of 
Omani Human Capital to sustain our eco-
nomic growth. With Takatuf, instOG will 
leverage Schlumberger’s established track 
record of more than seventy years in world-
class industry training to help Oman’s engi-
neers become petro-technical professionals 
in record time.”
Takatuf-Petrofac Oman, or ‘TPO’, is a 
joint-venture between Takatuf Oman and 
Petrofac conceptualised to provide world-
class, internationally accredited develop-
ment pathways to upskill the capabilities of 
future and existing personnel supporting the 
energy sector.
“The concept is to provide high school 
leavers, technical diploma graduates and 
even existing employees with the technical 
training opportunities to make an immedi-
ate and valuable contribution to the work-
place,” said Karim Osseiran, Vice President 
of Petrofac Training Services.  “At TPO this 
approach will translate into providing a 
unique, immersive and overall safe learning 

environment that gives hands-on access to 
industry’s tools of trade. Our result will be 
internationally-qualified operators ready to 
work on day one as they enter the midstream 
and downstream Oil & Gas, as well as utility 
sectors.”
instOG and TPO are located in Knowledge 
Oasis Muscat and Innovation Park Muscat, 
both in close proximity to Sultan Qaboos 
University and Oman’s emerging communi-
ty centred on learning and collaboration be-
tween industry and academia. Operational 
by Q4 2017, instOG and TPO will offer seats 
to over 600 candidates each year. 

Dignitaries pictured 
during their recent 
visit to the insitute and 
future look of Institute  
and its facilities.
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WHAT NOT TO MISS

27 – 29 November 2017
12th Annual GPCA Forum
Annual forum of the Gulf Petrochemicals 
and Chemicals Association (GPCA) on 
the theme, ‘The chemical industry in 
transformation: A new journey begins’
Venue: Madinat Jumeirah, Dubai

13-16 November 2017
Abu Dhabi International Petroleum Exhibition and Confer-
ence (ADIPEC 2017)
With a 32 year history in the marketplace, ADIPEC 
will provide participating companies with a direct 
route to the world’s most prolific buyers and specifiers 
of Oil & Gas services and products. Organized by Dmg 
Events Middle East.
Venue: Abu Dhabi - UAE

27 - 28 Sep 2017
SPE Workshop: ‘Petroleum Economics - Optimis-
ation Versus Growth in Uncertain Times’
The 4th SPE Petroleum Economics workshop 
provides a platform for knowledge-sharing 
in the area of petroleum economics and 
investment analysis. 
Venue: Sofitel Dubai Jumeirah Beach Dubai

15 – 18 October 2017 
Kuwait Oil & Gas Show & Conference (KOGS)
Established in 2013, KOGS 2017 incorporates an 
international exhibition of oil and gas hardware 
and services and a broad spectrum technical 
conference programme.
Venue: International Fair – Mishref

UPCOMING EVENTS  ■ ANNOUNCEMENTS  ■ UPCOMING EVENTS  ■ ANNOUNCEMENTS  ■ UPCOMING EVENTS  ■ ANNOUNCEMENTS  ■ UPCOMING EVENTS  ■ ANNOUNCEMENTS  

30–31 October 2017
OPAL Oil & Gas Conference 2017
Oman Society for Petroleum Services (OPAL) will host its first ever full-
fledged Oil & Gas Forum at the Grand Millennium Muscat on October 30-31, 
2017.  
The two-day event, highlighting the theme, ‘Driving Excellence in Upstream 
Hydrocarbon Activities in the Sultanate’, will be held under the auspices 
of the Ministry of Oil & Gas.  Supporting the organization of the forum is 
the well-known events management firm Oman Expo, while OGWA is the 
Associate Sponsor.
Keynote speeches, presentations and panel discussions will focus on four key 
themes: • Alternative technologies for Oil and Gas; • Cyber Security in Oil 
and Gas Sector; • Oil & Gas Regulatory Frameworks and Standards; and • In-Country Value – Sharing Best Practices.
OPAL Oil & Gas Conference 2017 also presents an opportunity for industry stakeholders, vendors, contractors and service 
providers to showcase their products and services as part of a companion exhibition planned alongside the forum. 

5-11 November 2017
OPAL Sports Week 2017
Oman Society for Petroleum Services (OPAL) is 
organizing its first-ever OPAL Sports Week.  The event 
will be an opportunity for oil and gas professionals to 
showcase their athletic and sporting abilities, as well 
as compete for attractive prizes and gifts. The event 
has been organised in line with the Society’s e�orts 
to engage with its members and their respective sta�.  
The OPAL Sports Week will feature five key events: 
Marathon, Football, Golf, Cricket and Bowling. 

Cyber security

Alternative technologies for

Oil & Gas

Oil & Gas Regulatory
Frameworks & Standards

In-Country Value
– Sharing Best practices

Under the auspices of

5-11 November 2017
OPAL Sports Week 2017
Oman Society for Petroleum Services (OPAL) is 
organizing its first-ever OPAL Sports Week.  The event 
will be an opportunity for oil and gas professionals to 
showcase their athletic and sporting abilities, as well 
as compete for attractive prizes and gifts. The event 
has been organised in line with the Society’s e�orts 
to engage with its members and their respective sta�.  
The OPAL Sports Week will feature five key events: 
Marathon, Football, Golf, Cricket and Bowling. 
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