Background and context for the Gisborne Herald, 7 July 2010

Background information on Petrobras

Where is the Raukumara Basin, and the area Petrobras is permitted to explore?

The Raukumara Basin covers 25,000 square kilometres, extending about 300 kilometres north and around 100 kilometres wide off East Cape in the North Island.  It lies at the northern end of the East Coast Basin, and is bound to the east by the East Cape Ridge and to the west by the Kermadec Ridge.  Within the New Zealand Exclusive Economic Zone, the basin extends 110 kilometres from the New Zealand coast.  Water depths range from coastal to more than 2,400 metres at its northern reaches.

Petrobras have been awarded a permit for 12,330 square kilometres within the basin, extending from four kilometres off the New Zealand coast to110 kilometres from the coast.  To enable a more thorough investigation of the regional geology, Petrobras submitted a bid that included collection of seismic reflection data over both Blocks 1 and 2 of the Blocks Offer.  The awarded permit covers the area of the work programme submitted.  The awarded permit is comprised of all of Block 2 and a portion of Block 1.

Petrobras has said their primary interest in Raukumara – based on knowledge of the seabed to date – is gas (rather than oil).  This statement was made in response to a journalist’s question at the permit signing ceremony at Parliament.

Re Petrobras’s safety record

Information on Petrobras’ HSE (health, safety and environmental) record is available at:

· Petrobras’ environment and social responsibility page at http://www2.petrobras.com.br/ri/ing/ResponsabilidadeSocial/social.asp.  Groups such as Dow Jones Sustainability Index, Management & Excellence (M&E), and Sustainable Investment Research International Group (SiRi) have rated and ranked Petrobras against other peer companies. Petrobras generally does well in the reports.
· Petrobras’ annual reports, including their annual Environmental and Social Responsibility reports (available at http://www2.petrobras.com.br/ri/ing/ConhecaPetrobras/RelatorioAnual/RelatorioAnual.asp
Re Petrobras’s performance since 2001

When talking about Petrobras’ HSE record, media reports usually refer to the 2001 P-36 rig-related spill.  Petrobras' annual reports demonstrate the company’s record on reducing work-related incidences and leakages since 2001.  Petrobras’ performance is compatible with global oil and gas industry benchmarks.
 

Deep water exploration

Petrobras is considered to be one of the ‘supermajor’ exploration and production companies.  It has considerable experience in the ultra-deep water Brazilian Atlantic margin, which is one of the larger offshore producing areas of the world.  Petrobras accounts for around 25 per cent of deep water oil production world wide.  In 2008 Petrobras held 22 per cent of all deepwater permits, the largest share of any explorer.  This makes it the most experienced deepwater driller in the world, and therefore arguably the best placed to ensure disasters similar to the Gulf of Mexico example do not occur.
Petrobras is heavily committed to research and development in the exploration and production industry.  It has partnerships with 120 universities and 70 research centres and institutions globally.

Petrobras’s accumulated experience in the development of reservoirs found in deep and ultra-deep water, coupled with its significant investment in new technology development, means it is a world leader in development of advanced technology for deep-water and ultra-deep water oil production.

Information on Petrobras Research Centre’s PROCAP 3000 Program is available at 
http://www.hotsitespetrobras.com.br/petrobrasmagazine/Edicoes/Edicao57/en/internas/programas-tecnologicos/
Deep water production and the Gulf of Mexico incident

Globally the industry has drilled over 5,000 wells in greater than 1,000 feet of water.  In 2008 there were reportedly about 130 deepwater oil and gas fields in production.

The petroleum industry does know how to prevent leaks at depth, if and when companies comply with best practice or regulations.  In terms of the BP Gulf of Mexico case for example, the House of Representative enquiry is focusing on five key decisions that appear contrary to best practice.  The outcome of the enquiry is being watched by New Zealand with interest.

Attached for your information is an Oil and Gas Journal article on the US House of Representatives enquiry (below).
The statement in the opinion piece by Manu Caddie that "The entire industry thought the BOP [blowout preventer] was adequate, but it wasn’t enough,” is unsupportable.  The "entire industry" would not have been aware of the specific state of the blowout preventer in question on the BP well.
 
There are also several alternatives to the "current BOP" configuration used by BP at the Macondo well.  Three examples include a Free Standing Drilling Riser (FSDR); an Artificial Buoyant Seabed (ABS) Drilling Solution; and Subsea Mud lift Drilling (SMD) (information on these is available at  http://www.2hoffshore.com/documents/papers/Drilling-Riser-Management-In-Deepwater-Environment-Full-Paper.pdf)

Re international rules, standards or common practices for mobile drilling rigs. 

 
Each jurisdiction imposes its own floating rig regulations.  In the wake of the Macondo well incident the US Department of Interior is adopting changes to reduce risk. 

New Zealand is closely monitoring the US response and the handling of the Macondo incident.  Management of the incident will inform New Zealand’s strategy for responding to oil spillages (Maritime New Zealand is responsible for oil spill response in New Zealand).  It will also inform a new government initiative to review New Zealand’s health, safety and environmental legislative arrangements for offshore petroleum operations.

In terms of a review of international best practice

In parallel to the core actions of the Government’s Petroleum Action Plan, the government is currently undertaking a review of New Zealand’s health, safety and environmental arrangements for offshore petroleum operations. 

The aim of the review is to ensure that the legislative structure, institutional capabilities and practices in New Zealand are fit for purpose and compare favourably to international best practice.  Final recommendations are expected to cover New Zealand’s Territorial Sea, Exclusive Economic Zone and extended continental shelf.

A Request for Proposals for independent expert advice to support delivery of this project by August was released on 1 June 2010.  Twelve responses were received and are currently being evaluated.

The Ministry of Economic Development is the lead agency for this project, which is being conducted in consultation with the Ministry for the Environment, the Ministry of Transport, Maritime NZ and the Department of Labour.
These new rules will come under the auspices of the Environmental Protection Authority, which was announced by Environment Minister Nick Smith earlier this year.  The EPA legislation is scheduled for introduction to Parliament later this year, and it will be in place before any commercial drilling for petroleum in deep water is undertaken.  As a result New Zealand will have the best possible safety regulations in place before any drilling is undertaken in the Exclusive Economic Zone, beyond the 12 nautical mile limit.
Government’s Petroleum Action Plan

This can be viewed at: http://www.med.govt.nz/templates/Page____42249.aspx
The government has clearly signalled its commitment to maximising the gains for New Zealand from responsible development of petroleum resources.  Largely unexplored, petroleum resources could potentially be one of New Zealand’s most significant economic opportunities – through increased income from taxes, royalties, and export growth, as well as regional development opportunities and job creation.

Quoting the opinion piece by Manu Caddie: “Claims by local commentators and National politicians that the exploration will create a boom in jobs are a joke.  Multinational petroleum companies import workers who need years of experience and global qualifications to work on the rigs.”

The Petroleum Skills Association, a collaboration of eight oil and gas upstream and downstream companies is committed to collaborative and sustainable skill capacity building, for the New Zealand petroleum industry.  This project commenced in 2006, precisely because skills are in such demand in New Zealand.  For more information visit see www.petroskills.co.nz
In terms of resource potential

Quoting the opinion piece: “As the easy to extract oil and gas has already been found and taken”

 

If we think on global terms this statement is more or less true.  However, in terms of New Zealand, most of our resources lie offshore and we have just begun to explore in these areas. 

New Zealand has much to learn from the experiences of other jurisdictions.  Norway is one excellent forward model for New Zealand.
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