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Press release

Sakhalin Energy relocates offshore pipelines to protect whales

Yuzhno-Sakhalinsk, Russian Federation, 30 March 2005: Sakhalin Energy will reroute offshore pipelines in its oil and gas development in the Russian Far East to help protect the endangered western gray whale.

The pipelines - linking two production platforms in the Piltun-Astokhskoye field off Sakhalin Island to the shore - will be moved 20 kilometres south of the original location, away from the key feeding area of the critically endangered whales.  Russian government agencies will be asked to approve the change.

In April 2004, Sakhalin Energy halted offshore pipe laying activities at Piltun for two seasons to allow time for additional studies after the company’s own research suggested that acoustic impacts on the whales might be greater than originally anticipated.

In an unprecedented step, Sakhalin Energy then asked the World Conservation Union (IUCN) to convene an independent scientific review panel (ISRP) to evaluate the science underlying the assessment of potential impacts on the whale and the effectiveness of the company’s planned mitigation measures.  The ISRP’s Report, which was published last month, called for a conservative risk management approach, and today’s announcement by Sakhalin Energy reflects this.

“Whilst both of the southern route options offer an acceptable solution, we have selected the most precautionary alternative,” emphasised Ian Craig, CEO of Sakhalin Energy.  “The independent review helped us find a balance between meeting regional energy needs, contributing to Russia’s economic development and protecting these wonderful creatures.  We have listened to the scientists’ advice, as well as taken into consideration the views of various concerned stakeholders and have selected a route that maximises the distance between our activities and the whales.

“Managing the environmental and socio-economic issues around the onshore section of the pipeline route is another key issue.  Consulting indigenous reindeer herders was an important input into selecting the best route onshore.  The selected route respects their preferences to limit impact on their pastures.  Other onshore environmental risks will be mitigated by doing as much of the sensitive onshore work as we can during the winter season.”

Sakhalin Energy has confirmed that, following a review of its original site selection, the location of the second platform in the Piltun-Astokhskoye field – the PA-B platform - will not be changed.

“We must minimise sub-surface and blow-out risks, and this steers us to the location we have chosen,” says Craig. “The platform is 7km away from the edge of the feeding area and we are confident our mitigation measures can offset the potential impacts.  There has been no discernable change of behaviour in or impact on the western gray whales from our operations at the existing Piltun platform, which has been producing oil since 1999.” 
The ISRP Report identified a number of further measures to minimise impacts on the whales and Sakhalin Energy has already included many of these in revised mitigation plans for its offshore activities.  As a follow-up to the Panel’s report, IUCN has agreed to invite members of the ISRP to review these plans for mitigating risks to the whales associated with the development.

“We are pleased that we can continue to engage with IUCN and that members of the ISRP have expressed an interest in following up the Panel’s report to ensure that our activities are effective in addressing the potential impacts on the whales,” noted Craig.  “We also hope to establish longer-term arrangements with IUCN, Panel members and other stakeholders so we can continue receiving independent advice on the whales - and on other areas of environmental and social concern - during the construction and operation of the project.”

Sakhalin Energy continues to target delivery of its first LNG cargo in late 2007.
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Notes for editors 

In April 2004 Sakhalin Energy rescheduled its offshore pipelines construction work in the Piltun-Astokhskoye (PA) field pending further research to ensure the field could be successfully developed while minimising potential disturbance to the western gray whale.

In August Sakhalin Energy commissioned The World Conservation Union (IUCN) to convene an independent scientific panel (ISRP) to review the science relating to the western gray whales and the effectiveness of mitigation measures to minimise the impact of its operations on the whales.  Over a 6-month period the ISRP, chaired by Dr Randall Reeves, studied the key issues concerning conservation of the whales in relation to Sakhalin Energy’s activities. 

The ISRP, comprising leading scientists in the field of marine mammals and research, reviewed the available scientific data relating to the whales.  It held four meetings, including a visit to Sakhalin Island, and conducted interviews with a range of experts, including engineers and environmental and scientific experts from Sakhalin Energy.

A key input document to the ISRP’s work was a comprehensive Comparative Environmental Analysis (CEA) produced by Sakhalin Energy, which has been published on the company’s website.  The CEA provided an analysis of possible route options against a range of important factors, including route and seabed surveys, acoustic modelling of the planned construction activities, oil spill modelling and landfall.

Three possible pipeline routes were assessed:

· The original route, which crosses the southern part of the Piltun feeding ground and represented the shortest route – Base Case

· A route 20km south of the Base Case, the longest route, that takes the pipeline the greatest distance from the feeding ground – Alternative 1
· A second route, about 11km south of the Base Case and (6km) outside the whale feeding ground – Alternative 2

The CEA found that all three routes were technically feasible, but the most southerly route ensured the greatest spatial separation between construction activities and the feeding ground.
The Panel released a report of its findings on 16 February 2005.  This noted that the “anticipation and avoidance of potential risks to the population is essential” as Phase 1 production operations continue and the Phase 2 project progresses through the construction phase into long-term operations.

The Report identified the most southerly route, Alternative 1, as being the safest route with regards to the first three of four identified offshore pipeline-associated risks: noise and disturbance during construction, ship strikes during construction, physical damage to habitat during construction, and potential exposure to oil spills and gas releases.

Sakhalin Energy’s decision to change the pipeline route has been taken based on the information contained in the CEA and the recommendations made in the ISRP’s report.

The selected pipeline route provides an acceptable way forward for the development of the PA field based on the application of a conservative risk management approach, and strikes a balance between protecting the critically endangered western gray whales and delivering the significant economic and social benefits of the Sakhalin II project to Sakhalin Island and Russia as a whole.

Apart from the pipeline route change, Sakhalin Energy will implement a number of other recommendations made in the panel’s report that will further contribute to the successful development of the project, particularly in the areas of additional mitigation methods and continued research.

Sakhalin Energy agrees with the ISRP’s identification of a need for further research and more comprehensive studies that examine both the cumulative impacts of oil and gas industry development and the life-cycle of the WGW – including research on where the whales go in winter to breed and calve, which is currently not known.

The location of the new PA-B production platform remains unchanged.  The platform location was selected based on safety, technical, environmental and economic factors.  The original field development plan for the PA field identified a need for five platforms.  Use of the latest extended reach drilling technology and the careful selection of the location of PA-B has allowed Sakhalin Energy to reduce this number to two - the existing PA-A (Molikpaq) platform in addition to PA-B, thereby significantly reducing the overall environmental footprint.

The siting of PA-B has also been driven by safety concerns.  The presence of shallow gas hazards – pockets of gas that are closer to the surface that the main oil and gas reservoir – in the area represent safety risks in relation to potential blowouts and gas leaks.  The location of PA-B has been chosen to avoid shallow gas hazards, whilst enabling access to well targets and ensuring that field development is effective.

Western gray whales and research

Western gray whales migrate to the Sakhalin region and feed offshore Piltun in northern Sakhalin during the summer months.  A near-shore feeding ground and a recently discovered offshore feeding area are currently the only confirmed feeding locations of the whales.

Sakhalin Energy and other energy companies operating in Sakhalin have been studying the western gray whales since 1997, drawing on the best available Russian and international scientific research and expertise.  Sakhalin Energy has spent a total of more than US$ 5 million on the studies between 1997 and 2004, with a further US$ 2 million committed in 2005.  Research and monitoring carried out to date indicates that there has been no discernable impact on the whales from Sakhalin Energy’s Phase 1 development, which started operations in 1999.

The Sakhalin II Project

Sakhalin Island is opening up a strategic new source of gas for the Asia Pacific Region and beyond and the Sakhalin II project will deliver up to US$ 45 billion in revenues and provide thousands of jobs.

These reserves are vital to Russia and Sakhalin.  The total volume of gas contractually committed from the Sakhalin II project is now up to 6.5 million tonnes per annum for periods of 20 years or more – 70% of capacity, including Russia’s first ever supplies of gas to Mexico and Korea.

The Sakhalin II development represents the largest foreign direct investment project underway in Russia.  It was the first Production Sharing Agreement (PSA) to be signed in Russia and the first PSA to go into operation. 
Phase 1 has been producing oil from the Vityaz Complex offshore Sakhalin since July 1999.  The Vityaz complex consists of the Molikpaq production platform, a single anchor leg mooring buoy and the Okha floating storage and offloading unit, and is located on the Astokh feature of the PA reservoir offshore Sakhalin.  The Molikpaq is the first offshore oil production platform in the Russian Federation.

Production is currently limited to the ice-free period during the summer months.  Production during the 2004 season amounted to 11.6 million barrels.  Sakhalin Energy has sold its crude oil to refineries in seven important markets - Japan, Korea, China, Taiwan, the Philippines, Thailand and the USA.

Phase 2 of the Project is thought to be the biggest single integrated oil and gas project ever undertaken. It entails the further development of the PA field – an oil reservoir with associated gas – and the development of the Lunskoye field – a gas reservoir with associated condensate.  The project calls for the construction of two new production platforms – one on the PA field and one on the Lunskoye field.  Both platforms are currently under construction in Vostochny, in the Russian Far East, and Korea. 

An onshore processing facility is being built in the north of the Island to separate gas and condensate from the Lunskoye field.  Onshore pipelines will transport the oil and gas more than 800 km to an oil export terminal and Russia's first LNG plant at Prigorodnoye on the southern end of Sakhalin Island, which remains largely ice-free year round.  The Phase 2 Project will also enable year-round production from the Molikpaq platform. 

The Phase 2 project is more than 50% complete, including design, procurement of materials and equipment and actual construction.
For further information please see the Sakhalin Energy website: www.sakhalinenergy.com
