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Presenter�
Presentation Notes�
Good morning! On behalf of Baker Hughes and its many employees working the coast of West Africa, I’d like to thank the US Department of Commerce and the Offshore Technology Conference Board of Directors for inviting me to participate in this distinguished panel.

It is indeed a pleasure and an honor for me to elaborate on the Oilfield Service Provider’s perspective on conducting business in the Gulf of Guinea.
�
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Service Companies in the Gulf of Guinea

Why do Business in West Africa? 

Market Drivers and Opportunities

Technology Requirements

Operational Challenges

Commitment to Local Content

Security, HS&E and Compliance

Prospects for Growth

Presenter�
Presentation Notes�
West Africa is indeed an exciting & challenging region – both from a business, as well as from a social perspective. Today, I will discuss the opportunities and challenges of working along the coast of West Africa by addressing these topics:
 
 Why we are excited about doing business in West Africa
 The factors that are driving the hydrocarbon market and the opportunities for service companies
 The technology requirements, in what is now largely a deepwater province.
 The operational challenges of working in the developing world
 Our industry’s commitment to local content
 The challenges we face in security, maintaining good health, safety and environmental performance, and in being legally & financially compliant in a region where corruption is a problem.
  And I’ll conclude with a look ahead at the opportunities for our industry to grow.�
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Why do Business in West Africa?

New Frontier 
“Sister” Deepwater Area

Deepwater Prospects

Accessible Market
Financially Attractive

Presenter�
Presentation Notes�
To begin, then why are service companies attracted to the West Africa market?
The Gulf of Guinea is (to a large extent) a New Frontier. Oil was first discovered in West Africa in 1954, nearly a century after oil was discovered in the US! Oil production is at an early stage in West Africa, and new reserves are being discovered on a regular basis. 
West Africa is a Sister deepwater area, leveraging the technologies and lessons learned from the GOM, Offshore Brazil, the North Sea and the Asia Pacific deepwater plays. 
The WA market is accessible to the western world.  We’ve been operating in the region for over fifty years, with infrastructure in place & a base of local employees being developed. With few exceptions, the operators and host countries want and need our participation to develop their reserves.
In addition, the market is financially attractive.  Some of the largest E&P projects in the world are under way in West Africa, which are only part of the region’s activity. By working in deep water, our technology and expertise can create significant value for our clients by saving rig time, identifying reserves, accelerating production, and maximizing recovery. 
Service companies should therefore expect to share in the value they create, as the region should provide an above-average return on Investment to our industry.
That being said, there are some risks associated with doing business in the region, which I will address later.�
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170 Top Projects

Source: 
Goldman 

Sachs
Source: Goldman Sachs

Presenter�
Presentation Notes�
Every year, the investment firm Goldman Sachs surveys the world’s largest exploration and production projects in terms of the amount of capital investment.

This year’s survey includes 170 projects around the world. As we see here, 45 of these are planned for the African continent.

Clearly, Africa is one of the youngest and least explored oil and gas regions of the world.�
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West Africa Projects

Source: Goldman Sachs

Source: Goldman Sachs

Presenter�
Presentation Notes�
And if we zoom in on West Africa, we see that 32 of these projects are in the Gulf of Guinea.

These include the many deepwater projects off the coasts of Nigeria and Angola - many of which are well on their way to being developed, and some are still in the planning stages.  

The projects shown here represent a total of $130 billion in capital investment, and some 38 billion barrels of oil equivalent in reserves. �
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West Africa Oil Reserves
West Africa Oil Reserves
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Presenter�
Presentation Notes�
National Oil Companies, Majors, and Independents are investing all this capital for one simple reason: West Africa has proven reserves of nearly 51 billion barrels of oil, and this promises to grow as exploration continues.

As of today, most of West Africa’s proven reserves are in Nigeria (represented by the blue area) with about 36 billion barrels. Angola (shown in orange) has the second largest reserve base, with 9 billion barrels of proven reserves.

This graph does not include the huge potential for gas production in the region.  As we just heard from Jim Bowzer, Marathon is already producing gas in Equatorial Guinea as part of its Alba LNG project, and there are at least three other large LNG projects planned by NNPC, Sonangol and Chevron.�
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West Africa Offshore Rig Count

Source: Baker Hughes
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Shallow Water Development 
Drilling (Niger Delta & Cabinda)

Deepwater Projects             
Less Shallow Water Drilling

Presenter�
Presentation Notes�
Regarding West African drilling activity, one would assume a similar growth pattern would follow. This, however, is not the case, and somewhat mirrors what has taken place in the Gulf of Mexico.
Throughout the 90’s and as recent as 2002, the West African offshore rig count averaged around 21 drilling rigs. It was dominated by shallow water rigs drilling development wells in the Niger Delta and Cabinda. Very little deepwater activity took place during this time.
Today there are roughly a third fewer rigs drilling off the coast of West Africa – at 14 rigs on average. Many shallow water fields in the Niger Delta & Cabinda are close to being fully developed, if not shut in. In addition, the civil unrest in the Niger Delta has added to the shallow water activity problems. Since mid-2003, the primary activity has been deepwater exploration & development drilling in Nigeria and Angola, with a few additional rigs in Gabon, Congo, and Equatorial Guinea.
The good news about this picture is that, as a result of the significant capital investment required, the deepwater projects are longer term in nature. These projects are relatively stable, safe, and insensitive to fluctuations in the price of oil & gas, yet they do represent high stakes poker to the operator. With increased exploration & appraisal activity taking place, deepwater reserves and rig count should increase over the near-to-mid term.
The bad news about this picture is the obvious decline in absolute rig activity, resulting in a critical mass issue for the service industry. We must be flexible and share resources up and down the coast in order to satisfy our clients ever-changing requirements.�
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Deepwater Technology Requirements

Drilling

Wellbore Stability
Directional Control/ 
Well Placement
Extended Reach Drilling
Drilling Hazard Mitigation/ 
Pore Pressure Mgmt

Formation 
Evaluation

Complex Reservoir Evaluation

Reservoir Fluid Characteristics

Completion
Upper Completions
Sand Control Completions 

Production

Subsea Artificial Lift 
Flow Assurance
Production Optimization

Presenter�
Presentation Notes�
Developing these deepwater reserves requires a wide range of advanced technology. Our company is focused on four broad areas:
 Drilling
 Formation Evaluation
 Completion, and
 Production.
As I mentioned earlier, the technical challenges in West Africa are very similar to those we have faced in other deepwater areas. We are able to apply the technology and experience gained in those areas to address the list of challenges shown here, from wellbore stability, directional control, and complex reservoir evaluation to sand control completions and flow assurance.�
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Deepwater Technology

Deepwater,
ERD Wells

Rotary Steerable & LWD

Modular
Stimulation
Vessel

Flow Assurance

Sampling & Testing

PDC
Drill Bits

Subsea Booster Pumps

Presenter�
Presentation Notes�
Meeting the challenges of West Africa’s deepwater fields requires our most advanced technology. 
Development wells in West Africa are often horizontal extended reach wells, drilled in water depths of 4000 ft and more.  The wells have to be precisely placed in the reservoir, utilizing the most advanced 3-D well profile capabilities.
[Click]  To maintain directional control and drilling efficiently in both soft and hard formations, we’re applying application-specific PDC drill bits.
[Click] Rotary steerable systems combined with LWD tools are used to drill complex profile wells to achieve maximum reservoir contact.
[Click] Advanced LWD and wireline sampling and testing tools help avoid drilling hazards and characterize the reservoir.
[Click] The latest completion technologies are applied, including new modular stimulation vessels for efficient gravel pack completions.
[Click] Deepwater fields need flow assurance chemical treatments to prevent wax and hydrates from inhibiting pipeline flow.
[Click] And to assure efficient production, operators are installing centrifugal pumps not only in subsea wells but also in subsea flowlines to boost oil flow to a platform or an FPSO. 
All of these technologies (and more) have been successfully applied in West Africa.�
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Operational Challenges

Logistics
Facilities
Quality Control
Staffing

Presenter�
Presentation Notes�
In addition to requiring the highest level of technology, West Africa presents some of the most difficult operational challenges in the world. 
All the countries in the region are developing nations, so their transportation systems, infrastructure and utilities are barely adequate. These limited conditions in logistics make it difficult to respond on short notice to customer requirements.
Achieving high levels of system performance & reliability depends on logistics to supply the equipment and spare parts, proper facilities, qualified personnel, and well-implemented quality systems. 
These are elements that have come together well in the North Sea and on the Gulf Coast. It’s taking investment and hard work to reach the same level in West Africa.
Staffing is another challenge facing the service industry in emerging markets.  Our goal is to build a qualified local work force that can handle jobs at all levels of our organization. But this takes time. 
Pools of qualified & educated men and women do exist in West Africa. But as with all new hires, they require intensive training before they can perform without supervision. As a result, service companies continue to rely on ex-pats and rotators – not only for training, but to carry out flawless job execution, as well.�
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Commitment to Local Content

Infrastructure

Employees

Suppliers

Community Involvement BHI FacilitiesBHI Facilities

Presenter�
Presentation Notes�
As with most developing nations, countries in West Africa require IOC’s and service companies to increase the local content of their operations.  Understandably, the host governments want as much of the value derived from their natural resources to be re-invested in the local economy.
Naturally our response is to invest in the local infrastructure to support the business. To date our major investments have been in Nigeria, Gabon, Congo, Angola, and most recently in EG. 
And as mentioned, the most important aspect of local content is people. Baker Hughes has over 1000 local employees up and down the WA coastline, with the numbers growing by the month.
Our company has well-defined training programs, with a clear career progression for local employees to advance to jobs of increasing responsibility, including management positions. 
Wherever possible, service companies use local suppliers for services, expendables, logistics support, and shop supplies. Another way to contribute to the local economy is to develop businesses, such as specialized oilfield machine shops working to high quality standards. We are continually seeking ways to increase local content, but must be realistic about how much manufacturing capacity can be established in the region as a result of the fragmented market and lack of “critical mass” as previously discussed.
And finally, service companies are increasing their involvement in the communities where they work, engaging with schools, medical clinics and other community organizations to improve the lives of the local population.



�
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Security, HS&E and Compliance

Remote Advisory Center

Presenter�
Presentation Notes�
It’s no secret that operating in West Africa poses other challenges – in terms of Security, HSE, and compliance.
Security is a major issue throughout the region, particularly in Nigeria, where unrest in the Niger Delta has disrupted operations.  Unfortunately, during these struggles, oil service employees have been kidnapped and even murdered! 
We are making significant investments enhance the safety, development, and productivity of our employees. One step that we have taken is to establish a remote operations center in Aberdeen where experts can monitor rig site operations in West Africa and other Eastern Hemisphere locations.  The center is staffed by experts from all over the world, including West Africa. It leverages our collective experience to better apply our technology and to develop our people at a faster pace with higher quality experience. 
Health, Safety & the Environment are other important concerns. As an industry we have made great progress in workplace safety, and this safety culture has been infused into our operations in West Africa. We also have made health & environmental education a priority. AIDS awareness, information on other contagious diseases, and ways to improve hygiene to help reduce infant mortality are all part of our employee involvement programs.
Finally, legal & financial compliance are steadfast requirements.  The first Core Value of the Baker Hughes corporate culture is Integrity, and like many global companies we have devoted a great deal of effort to make sure our operations are legally compliant and financially transparent. We are committed to obeying the laws of the U.S. and of those countries where we operate.�
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Prospects for Growth

New Frontier
– Deepwater
– Gas

Local Content & 
Infrastructure

Presenter�
Presentation Notes�
In summary, despite of the operational challenges which face us today, Offshore West Africa represents a promising opportunity for the Oilfield Service Sector.
   
As we serve this “New Frontier” with a growing amount of proven reserves and the drive to increase production (including natural gas), there will continue to be strong demand for our products and services.

New discoveries will continue to be found and ongoing development drilling will take place. A whole new natural gas and LNG industry will take shape in the region. Along the way, service companies will develop a stronger infrastructure and a qualified local workforce to carry our industry forward.

Service companies have the technology and expertise to help countries in West Africa develop their hydrocarbon resources. By doing so, we contribute to the development of their economies and help improve the quality of life in the region.
�
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Questions?Questions?

Presenter�
Presentation Notes�
	I’d now like to open the floor to any questions you may have…�
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