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THE ATLANTIC FRONTIER ...
A TRAIL OF DISAPPOINTMENT

The message of this
review is surely that a
great deal of patience
will be required be-
fore the Faroes energy
prize is realised ... if
it is ever realised
skrivar Jeremy Cress-
well, oljujournalistur
ur Aberdeen.

JEREMY CRESSWELL

One word sums up the hunt
for oil and gas on the East-
ern Atlantic Frontier ...
from Portugal to Lofoten
off Norway ... slow. There
are few commercial dis-
coveries to show for the
enormous effort made, ex-
cept in the Norwegian sec-
tor where results obtained
are the most promising to
date.

And yet, when drilling
for oil offshore Faroes be-
gan last year, doubtless
many citizens were hoping
for an instant bonanza. Pre-
dictably, that boom did not
materialise. No matter how
much success there is dur-
ing the pioneering phase,
first commercial oil/gas
will not flow for at least
four to five years.

It happens that one of the
three exploratory wells
drilled during the first

Faroes offshore drilling
season encountered what
could ultimately prove to
be viable quantities of gas/-
gas condensate ... Marjun
(6004/16-12z).

More than a year gas
passed since Hess announ-
ced that both light oil and
gas had been located over a
gross interval of approxi-
mately 170m in Palaecocene
sediments. Located in
950m of water, close to the
UK/Faroe boundary in the
White Zone, the well was
drilled to a total depth of
4275m in a deepening
operation, after reaching
the commitment depth of
3830m.

While the other two wells
- Longan (Statoil) and
Svinoy (BP) - were dry hol-
es, they provided a great
deal of valuable informati-
on, as did the nearby dis-
appointing Assynt well
drilled last year by BP in
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the UK portion of the
White Zone.

While there has been no
drilling in Faroese waters
this year, the recently com-
pleted UKCS 204/16-1
Amerada Hess-operated
well will contribute valu-
able information, as the
objective was to test wheth-
er Marjun extended into
UK territory.

This well was spudded
on the Cambo tract by the
West Navion drillship on 1
September in the Faroe-
Shetland Trough and was
plugged and abandoned on
17 October. Drilled to a to-
tal depth of 4275m, the
well encountered hydrocar-
bons but not in sufficient
quantities to justify a drill
stem test and so was a
disappointment.

Just now, Agip is drilling
the 164/27-1 well on the
Rockall Trough Antaeus
prospect, close to an earli-

er, apparently unsuccessful
wildcat. The Antaeus well
will also provide valuable
data for the Faroese effort,
whether or not it is success-
ful.

Naturally, there is no tell-
ing how lucky Agip, in
partnership with Foroya
Kolvetni, will be next year
when it spuds the Marimas
prospect (licence 002) us-
ing the drillship Belford
Dolphin. Geological ana-
lysis points to the right con-
ditions for hydrocarbons to
be present, but will they be
there? Will there be a sea-
ling mechanism to contain
the hoped for prize?

The Marjun success re-
presents a one in three hit
rate for the Faroes. This is
good for the European sec-
tor of the Atlantic Frontier,
especially when set against
UK west of Shetland,
where less than a handful
of fields are producing or
under development (nam-
ely Foinaven and Schie-
hallion/Loyal, with Clair
scheduled to come on-
stream in 2004), and else-
where in Atlanto-European
waters, with the qualified
exception of Norway.

The French, Spanish and
Portuguese sectors of the
frontier have been singu-
larly disappointing. One
has to travel as far south as
Mauritania in North-west
Africa before viable finds
are recorded, and, beyond
that, there is the West Af-
rica bonanza, which for
now seems unstoppable.

On the opposite side of
the Atlantic to the North
Sea, the story of oil has
also been slow to unfold,
though the potential of
Eastern Canada is said to
be considerable. And, in
Greenland, there is nothing
to show for efforts made to
date, with only one com-
pany seeking a permit in
the latest licensing round.

In recent years it has be-
come increasingly clear
that hydrocarbons are pre-
sent along much of the
eastern margin of the At-
lantic, generally in deep
water, with oil accumulati-
ons often found in geologi-
cally shallow formations.
Discoveries fitting this de-
scription include Girassol -
Angola, newly discovered
Chinguetti — Mauritania,
the non-commercial
Connemara find west of
Ireland; and Clair, Foinaven
and Schiehallion west of
Shetland. In Norwegian
waters, the More and Vor-
ing Basins are the primary
focus for deepwater Atlan-
tic Margin discoveries such
as Skarv (block 6507/4).

In the case of Skarv,

which BP proposes to deve-
lop at a cost of some $1.3-
1.6 billion, the company
earlier this year postponed
tenders for the front-end
engineering and design
study regarding the field’s
development, pending
clarification of how the gas
will be transported to mar-
ket. BP has prequalified
five companies for the
Skarv FEED, namely ABB
Offshore Partners, Aker-
Kvarner, Amec, and Halli-
burton KBR.

The plan is to develop
Skarv using 21 subsea
wells and subsea product-
ion facilities tied back to
the nearby Snadd and Gra-
sel fields and produce to an
FPSO. BP estimates Skarv
reserves to be some 110
million barrels of oil and
67 billion cu.m of gas. It is
still planned that the field
be brought onstream by late
2005.

On the Norwegian explo-
ration front, among the
most interesting frontier
concessions awarded in the
recent 17th licensing round
is a prospect known as Fles
Nord. This is thought to
harbour large gas resources
and is therefore of particu-
lar interest to Norsk Hydro,
which also controls the
stunning Ormen Lange dis-
covery ... the largest gas
find made since Troll.

The Fles Nord blocks are
located at water depths of
900 m, centrally situated in
the Voring Basin, approxi-
mately 150km north-west
of the Asgard field on the
Haltenbank.

Despite its supposed po-
tential, it has been a long,
expensive, dangerous and
all too often disappointing
slog to get anywhere on the
European portion of the At-
lantic Margin.

Take the French sector as
an example where efforts
made have yielded nothing
worthwhile. Thirty years
ago, high hopes on France’s
Atlantic Shelf led to the
drilling of 24 wells in the
Gulf of Gasgogne. In 1995
there was renewed interest,
which resulted in the Anta-
res discovery on the Bon
Maritime permit (Bay of
Biscay). But EIf ditched it
because of poor reservoir
quality, unacceptable oil
prices and high cost of
extracting oil from such a
remote location.

But hope springs eternal
and the Portuguese sector is
a case in point, as the Lis-
bon government’s latest
offshore licensing round
comprising 14  blocks
seems to be attracting sig-
nificant oil company atten-
tion.

The round is scheduled
to close on 2 December. It
has been reported that 20
companies have noted inte-
rests in bidding, with shall-
ow water block 14 likely to
receive the most attention,
as it is close to Spanish
territory and the Repsol-
YPF operated Poseidon
gasfield.

Of the 14 blocks; four are
in the Estremadura/South
Peniche area, six in Alen-
tejo/Sagres, and four in the
Algarve Basin. Geologi-
cally, the acreage lies in an
area that is considered
similar to those oil-produc-
ing areas of West Africa
and Eastern Canada.

That said no commercial
discoveries have been made
offshore Portugal. Note-
worthy is the failure by De-
sire Petroleum to find any-
thing worthwhile. Chasten-
ed by the inconclusive first
Falklands exploration drill-
ing campaign late 1997/-
early 1998, the inexperien-
ced London stock ex-
change-listed company wa-
sted a considerable amount
of shareholders’ money as a
member of a partnership
lead by Mohave that drilled
the Lusitania Basin - Alju-
barrota prospect in 2000
and again in 2001. The ad-
venture proved a commer-
cial failure and resulted in
Desire backing away.

In its 2001 annual report,
Desire said prospects iden-
tified in the Lusitania Basin
were large and could con-
tain “substantial reserves of
hydrocarbons”. Gas was
encountered with the Alju-
barrota-2 and 3 wells, but
they failed to flow due to
the lack of fracture devel-
opment in the Brenha lime-
stone reservoir. One hopes
that others will be more
successful in the future.

While new generation
technologies have of late
enhanced the chances of
success, accessing the
Frontier’s enigmatic prize
remains difficult and, even
when a potentially viable
discovery is made, initial
optimism can quickly give
way to pessimism.

It has to be hoped this is
not the fate of the Dooish
well drilled by Enterprise
(now part of Shell) in the
Irish portion of the Rockall
Basin this year. While
Enterprise/Shell has dis-
closed the bare minimum
of information, the Dublin
government has signalled
that the company may have
located oil in such
quantities that it could
transform Ireland’s off-
shore energy prospects.

John Browne, the Minis-
ter of State for Marine and
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Natural Resources told the
Irish media: “While it is too
early to judge their econo-
mic significance, the re-
sults clearly demonstrate
the presence of a working
petroleum system and as
such have profound impli-
cations for the future explo-
ration of frontier areas oft-
shore Ireland.”

After so many years of
disappointment, Dublin is
keen to promote Ireland’s
offshore potential at every
possible opportunity.

Frustratingly, the early
onset of winter weather
curtailed Dooish, but not
before sufficient initial re-
sults had been gathered to
encourage the company to
say tantalisingly that it will
“return to the area as soon
as possible next year

Dooish (12/2-1) is loca-
ted 125 km northwest of
Donegal in the Rockall Ba-
sin, in 1478m of water. This
is the second deepest water

depth in which a well has
ever been drilled in Irish
waters. It sits midway be-
tween the Amoco-operated
12/13-1A (TD 2869m) dus-
ter of 1979 and last year’s
Errigal wildcat drilled by
Enterprise on block 5/22
close to the maritime bor-
der with the UK. This well
was completed as a tight
hole after 34 days at a TD
of 4070m, since when no-
thing has been disclosed.
While the industry awaits
word on Errigal, the other
two wells drilled in 2001
were failures, namely
Statoil’s 35/21-1 wildcat
on the Sarsfield prospect
located on second-round
frontier acreage in the Por-
cupine Basin, and the EDC
Samedan-operated 63/4-2
well drilled in the Fastnet
Basin. Enterprise also re-
ceived a scare with a dis-
appointing appraisal well
drilled in the Corrib gas-
field, the development of

which is ongoing.

Clair, located in 1977,
was the first UKCS Atlan-
tic Margin commercial dis-
covery, though it was not
declared as such until late
2001 when operator BP and
licence partners in the giant
4  billion-barrel heavy
crude field agreed a project
based around exploiting a
core area with recoverable
reserves estimated at 270
million barrels of heavy
crude.

Aside from Clair and a
minor discovery or two like
Victory (ChevronTexaco),
it took more than 100 ex-
ploration wells drilled west
of Shetland before, in 1992,
the Foinaven field with re-
coverables in the 250-500
million barrels range was
located in 400-600m of wa-
ter 1992. A year later the
Schiehallion/Loyal group
of fields with a smilar re-
serves potential was found
in 375m.

While little is in the pu-
blic domain regarding esti-
mated reserves for the
slightly later and nearby
Suilven discovery, this too
is believed commercial.
But Solan/Strathmore now
appear marginal as satellite
tie-ins to Foinaven/Schie-
hallion. While Solan/-
Strathmore have been the
focus of development pro-
posals, these have gone
cool.

There is also talk of a
number of gas finds that
may or may not make the
grade at some future date.
But Conival, a gas prospect
probed by BP and which
attracted much analyst and
media interest, turned out
to be a huge disappoint-
ment.

Excluding the Rockall
Basin, where around 10
wells have been drilled, the
UK west of Shetland explo-
ration tally is around 130
wells, plus a further 50 or

so appraisal wells.

Once thought to offer
huge potential, west of
Shetland reserves now fall
a long way short of early
estimates. In its 1990
Brown Book, the UK De-
partment of Trade and
Industry gave high-end re-
serves estimates of 730
million tonnes of oil and
655 billion cum of gas,
plus a further 520million
tonnes of oil for “west of
Scotland (includes Rockall
Trough).

By 1991, the high-end
estimates had shrunk to
155 million tonnes proven
and probable for oil, plus a
further 95million tonnes
“possible and additional”.
The gas figures were 35
billion cu.m proven and
probable, plus 60billion
cu.m possible and additio-
nal. West Scotland is omitt-
ed.

This year’s Brown Book
points to west of Shetland

oil reserves of as much as
420 million tonnes and gas
up to 550 billion cu.m.
West of Scotland is 400
million tonnes and 400 bill-
ion cu.m. The figures are
based on data gathered dur-
ing the 1991 mapping and
drilling programmes and
are probably the most rele-
vant to the Faroes.

The message of this re-
view is surely that a great
deal of patience will be re-
quired before the Faroes
energy prize is realised ...
if it is every realised.

ENDS

Oil companies still prepared to pump
millions of pounds into the region

Offshore Faeroes still
looks like a good
exploration play, with
oil companies still
prepared to pump
millions of pounds
into the region. Much
has already been
achieved and huge
opportunity still
awaits the patient ex-
plorers skrivar Bruce
McMichael, freelance
oljujournalistur i
Skotlandi
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By Bruce McMichael

Drilling in frontier areas
such as offshore the Faeroe
Islands is an expensive,
nerve-wracking occupation
fraught with economic un-
certainty and personal
danger, capable of giving
jaded oil executives emo-
tional highs and lows.
Today, despite high oil
prices, companies are
reluctant to splash out
millions of dollars on risky
exploration plays preferr-
ing to blame volatile mar-
kets and uncertain global
political situation for hold-
ing back with the drill bit.

But, temptation to ex-
plore offshore Faeroes is
expected to be put in front
of oil companies at this
year’s Faeroes Oil and Gas
show where details of a
new round are expected to
be released, said local offi-
cials. As exploration succ-
ess has eluded the explorers
in the southeast corner of
the island’s offshore waters,
it is likely that attention
will turn to the northeast.

The west of Shetlands re-
gion is vying for petroleum
exploration cash with
surrounding areas, includ-
ing offshore Norway. Com-
petition from the Nordic
explorers is set to increase
next year when Britain and
Norway sign the first ever
cross-border co-operation
agreement between the two
countries. British energy
minister Brian Wilson says
that £2bn of savings will be
unlocked by treaty.

“Co-operation between
the UK and Norway is now
better than at any previous
point in the history of the
North Sea industry. It is
particularly important that
we should find ways of
working together in the
median areas around the
territorial borders.”

This treaty could lead to
further collaboration be-
tween neighbouring mari-
time countries in the re-
gion.

At the same time, keep-
ing a close eye on future
offshore UK licence rounds
is an important weapon in
the explorer’s armoury. The
UK will open its 21st li-
cence round next year but it
is unlikely to include any

acreage near the Faeroes.

The 21st round is likely
to be a mopping up exercise
mature areas not taken up
in the previous 20th round
and a batch of assets in the
gas prone southern North
Sea basin.

Acreage in the West of
Shetlands and east of the
Faeroes Islands will be in-
cluded in a single round at
a later date, said a govern-
ment oil and gas official.
“We included acreage close
to the Faeroes in the 19th li-
cence round. We need to do
more environmental work
in the area before we can
open acreage there once
more,” he said.

A department of energy
spokesman added: “We are
still working on the licence
round and expect to make
an announcement early
next year.”

Fears that existing local
industry, in particular the
fishing industry, will be
adversely affected by the
influx of petrodollars are
also a major worry, but one
with careful management
need not cause undue con-
cern.

The potential negative
impacts of an oil industry
on fishing is now widely
perceived as being neglig-
ible, as the commercial ac-
tivity is focused on the
shallow shelf areas around
the islands while the oil in-
dustry is looking for its na-
tural riches under deeper
waters.

Faeroese economic life
could be impacted by the
oil industry, said research-
ers at Menas Associates, as
the oil business could suck

skilled engineers into em-
ployment on the offshore
larger support vessels and
away from the fishing fleet.
But, “increased economic
activity in the islands
resulting from the develop-
ment of a new industry
could provide employment
opportunities for younger
age groups”.

In the UK, an increasing
cause of friction between
the fishing industry and the
energy sector is the devel-
opment of offshore wind
farms, such as proposed by
Canada’s Talisman Energy
offshore Scotland. While
the impact on fish spawn-
ing and migration on con-
structing the huge wind tur-
bines in shallow offshore
water has yet to be fully
understood, the wind in-
dustry is working closely
with colleagues in the fish-
ing sector to minimise any
adverse impact.

But for the oil and gas
sector in the UK, Michel
Contie, president of the
United Kingdom Offshore
Operators Association
(UKOOA), said recent re-
search carried out by the
group, “indicates that the
UKCS is at a critical point
in terms of its international
competitiveness because of
the maturity of the basin.”

The report also noted that
increased production
volumes do not match pro-
jections of investment
growth, with the offshore
operators spending less and
less on capital projects.
Perhaps this will offer more
opportunities for the ex-
plorers seeking oil under
Faeroese waters.

Competition for explo-
ration dollars is also intense
with the Gulf of Mexico,
offshore West Africa and
Brazil  all  attracting
significant attention from
the oil majors. But recent
activity off north-west
Europe has shown there is
plenty there to interest oil
companies.

Three exploration wells
in the region have now been
completed and results
studied, although the Ame-
rada Hess well did produce
oil shows. Although none
produced a significant
breakthrough, the sharing
of information between the
various explorers has provi-
ded sufficient encourage-
ment for the companies to
continue looking. Graham
Stewart, non-executive
chairman of local oil com-
pany Foroya Kolvetni, says:
“Having one find out of
three wells in a frontier area
is fantastic, and with more
drilling the chances of a
find will continue to im-
prove.”

The next drilling cam-
paign is likely to kick off
next summer by Italy’s
Agip, and is not likely to be
followed until 2004, the
earliest time that BP would
spud their second explorati-
on well. However, BP and
Shell are planning to drill
in the far north east of the
UK northern North Sea on
the Ben Nevis prospect,
showing that the appetite
for drilling the regional
hotspot is undiminished.

Drilling in 2002 has not
produced the breakthrough
and geological discovery
that had been expected.

“Our expectations are a lot
more realistic now,” said a
spokeswoman for the Faer-
oes Oil Industries Associ-
ation.

Agip Faeroes executives
and officials from partner
company FK met with
officials from the Faeroes
Ministry of Petroleum in
mid-November to plan out
the next phase of explorati-
on drilling for the company.

BP’s disappointment
with its first well drilled a
year ago in its Faeroes
block is well known.
“We’ve spent the time since
the first well reassessing
looking at our data together
in the West of Shetland,”
said a senior BP executive.
“We are much more realis-
tic about what we need to
do. We will be drilling in
2004 and are currently
struggling to find the right
place to drill.”

Offshore Faeroes still
looks like a good explorati-
on play, with oil companies
still prepared to pump
millions of pounds into the
region. Much has already
been achieved and huge
opportunity still awaits the
patient explorers.

(ENDS)



