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Dear conference participants and guests,

The basis for our country’s development is the national “Strategy for the Economic, Political and Cultural Development of Turkmenistan through 2020.” Development of Turkmenistan’s sector of the Caspian Sea (TSCS) and its coastal zone is a potential basis for implementing the strategy, particularly through developing oil and gas production and processing. The participants of this conference know well the significance of the Caspian region’s hydrocarbon resources in the world energy balance, and I can note with confidence that TSCS represents a key element of this balance. 

By today seismic surveys of 93.1 million linear kilometers have been conducted in TSCS, and 113 wells representing 450,000 meters have been drilled. As you know, Western Geco has performed seismic survey operations throughout TSCS. In the course of these operations, which were performed with application of advanced technologies and equipment, more than 16,000 linear kilometers of seismic profiles have been processed. The obtained seismic data provides extremely precise information with regard to oil and gas reserves. For the first time, reliable data on deep geological horizons was obtained. This data is the basis for technical evaluation and classification of hydrocarbon potential, and for determining a strategy for attracting foreign investment in oil and gas exploration and production projects.

Specialists from Western Geco together with Turkmen experts have estimated the hydrocarbon potential of Turkmenistan’s sector of the Caspian Sea at 11 billion tons of oil and 5.5 trillion cubic meters of gas. In other words, more than half of Turkmenistan’s oil reserves and about one fourth of its natural gas reserves are concentrated in TSCS. 
OIL AND GAS CONTENT ZONES AND EXAMPLES OF TRAPS

There are two major oil and gas basins (OGBs) within Turkmenistan’s sector – the Middle Caspian and the South Caspian, divided by a transition zone.

Middle Caspian OGB

Less geological and geophysical research has been done on the Middle Caspian OGB, but nevertheless promising Mesozoic and Paleozoic deposits were identified. Near the edge of the Turan platform a zone of traprocks and pinch-out traps has been identified. In accordance with the features of oil and gas trap formation within the researched territory, the following oil and gas content zones have been identified:

Reef constructions. Judging by results of seismic surveys, promising deposits in the Middle Caspian may lie with carbonate basins that form deposits at the edge of the shelf, rather than with the structural traps of erogenous rocks. The Charlak, Garadashlyk and Ak-Deniz structures are examples of possible reef constructions in the Miocene section within the shallow area of the Turan platform.

Within the transition zone, inversion flexures and a Khazar-Osman swell have been identified as promising primarily in terms of Cenozoic deposits.

Khazar-Osman zone. The Apsheron ridge has been interpreted as the boundary between the continental crust of the Scythian-Turan platform and the oceanic crust of the South Caspian basin. The clay diapirs swell corresponds to the Khazar-Osman zone. Overthrusts are typical here, and are linked to the reactivation of older normal checks and further diapirism of clas. Clay swell and checks stretch from northwest to southeast.

South Caspian OGB

The geosynclinal South Caspian OGB is characterized by a wide variety of very promising zones, mainly in neogenic deposits. At present, the following are the most researched:

Ogurjaly-Bilal ridge. Seismic surveys, carried out in the northern section of the South Caspian, enable the identification of Ogurjaly-Bilal ridge, which stretches from the northwest to the southeast. It has been recommended to assess in 2005 promising hydrocarbon resources within the localized anticlinal ridge.

Western diapirs zone. The northern part of Block 24 tectonically enters into the western diapiris zone where the largest structural risings are located. These are linked with tectonic disorders and complicated by clay diapirism under overpressure.
Deltoid complex. Blocks 18, 19, 20, 21 and 22 and the northeastern parts of Blocks 27, 28, 29, 30 and 31 are very promising in terms of the identification of stratigraphic traps in the paleodeltoid complex.

In accordance with seismic survey data from the western Ogurjaly structure, grouped channels and hilliness in the paleodeltoid complex have been identified in the upper red bed section.  

Zone of clay upswell. The northeastern section of Blocks 26, 27, 28, 29, 30 and 31 tectonically enter into the zone of clay upswell. Moving clay, bucket-form ruptures associated with crown structures are noted here.

Southern zone of clay diapirs. The southwestern section of Blocks 25, 26, 27, 28 and 29 tectonically enter into the southern clay diapirs. Unexplored traps with closures at dips and ruptures, stretching from west-northwest to east-southeast, are located here. The diapirism of clay indicates the presence of abnormally high pressures.

Concluding the feological part of my presentation, I would like to note that the disposition patterns of oil and gas fields discovered onshore and offshore in the Middle Caspian and South Caspian oil and gas bearing basins, as well as latest geological and geophysical data allow us to positively evaluate the prospects of finding large oil and gas accumulations in the above-mentioned zones.

EXPLORATION AND DEVELOPMENT OF OFFSHORE BLOCKS

I would also like to brief you on the results of foreign companies’ operations on the four blocks being developed on production sharing agreement terms:

Cheleken Block (operator: Dragon Oil).  This year oil production at the block will total 640,000 tons. Out of total oil production in Turkmenistan, offshore accounts for 6.4%. The plan for 2005 is to increase offshore oil production to 1 million tons. This year, a new stationary platform, LAM-21, was commissioned. Directional drilling of three wells – LAM 21/107, 21/108 and 21/109 – was successfully completed.  Currently all these three wells are exploited and developed in three productive zones of red bed. Application of modern technological methods has resulted in current daily oil flow levels on new wells at 400-600 tons/day. 

Plans for 2005 include drilling and commissioning of three more new wells at the LAM field; a geological and geophysical appraisal is being developed for the purpose of spudding the LAM-West evaluation well. 

Dragon Oil is significantly expanding the area of exploration operations. In 2004 Dragon contracted PetroAlliance Services to perform 3D seismic surveys at the block with the aim of identifying optimal sites for drilling new wells. The area of exploration operations is 652 square kilometers.  The bay cable method is used for acquiring data covering all of the LAM and Zhdanov fields. The target depth of exploration is 5-6 kilometers below seabed.  Acquired seismic data will be interpreted by CGG (Compagnie Generale de Geophysique) of France. Dragon Oil’s investment in the contracted area this year is estimated at $90 million. By 2010 Dragon Oil plans to increase annual production to 2.5 million tons.

Block 1 (operator: Petronas). Petronas drilled four wells, which showed commercial flows. Testing of the Magtymguly-2A well showed a significant result – daily production of 1,937 tons of oil and 539,000 cubic meters of gas. After interpretation of 3D seismic data obtained in 2003, a geological model of the field was created and sites for spudding future exploration and evaluation wells were determined. In 2004 the company is continuing exploration operations on the contracted territory. It plans to drill another three evaluation wells that should help appraise the volume of reserves, to approve a development schedule for the contracted territory. Early oil production is scheduled to begin in the second half of 2005.

United Block 11-12 (operator: Maersk Oil). The production sharing agreement on United Block 11-12 was an event of primary importance in the history of the development of Turkmenistan’s oil and gas resources. The significance is based on that exploration has thus started on the Middle Caspian oil and gas bearing basin that has significant promise associated with Paleozoic, Mesozoic and Cenozoic complexes. The Cenozoic complex is confined to the southern section of the block at the junction with the South Caspian mega-depression, which is characterized by advantageous conditions for finding lithologic-stratigraphic oil and gas fields. 

A 2D seismic survey of 5,070 linear kilometers has been completed recently. Following interpretation of data, huge oil and gas traps have been identified and the Garadashlyk prospective structure was selected as initial choice for spudding the first exploration well. Drilling operations are expected to begin in December, 2004. 

*     *     *

Licensing of offshore projects based on direct negotiations continues. At present, we are negotiating production sharing agreements with several oil companies involving six offshore blocks in TSCS.

By 2020, investment in offshore development is expected to account for 40% of the total capital investment in the oil and gas industry, projected at $63 billion.

*     *     *

Dear colleagues,

One of the main directions of Turkmen government policy is the support of the country’s ecological safety. 

“While engaged in economic activities, using natural resources, we should constantly keep in mind that ecological systems are very vulnerable and that unless we are cautious, future generations will need to exercise far more effort and pay far more to repair them.”  These words of Turkmenistan’s President Saparmurat Atayevich Niyazov reflect the essence of ecological efforts that combine aspects and factors implied by Turkmenistan’s national interests and international obligations. 

As in the past, Turkmenistan remains faithful to the principles of active participation in programs for preservation of the environment and prevention of ecological calamities at both the national and global level. The country has developed and adopted normative and legal acts, including the laws “On Preservation of Nature,” “On the Subsoil,” and “On Hydrocarbon Resources,” as well as a national plan for the prevention and elimination of oil spills in the Caspian Sea.

Preservation of the Caspian Sea and its coastal zone, as well as rational use of its richest resources combined with ecological solutions have become the key goals of the program of developing the domestic oil and gas complex. Turkmenistan is actively cooperating with other Caspian countries in accordance with the jointly developed Frame Convention on the preservation of the marine environment of the Caspian Sea. The adoption of this very important document guided by letter and spirit of best international practices has become a real step forward toward resolving key ecological problems in the Caspian. Turkmenistan was one of the first Caspian countries to ratify this document.  

Based on concepts of sustainable development and international cooperation, the strategy of our country calls for developing cooperation with foreign companies that develop and apply modern, ecologically safe technologies that meet international standards. 

In conclusion, I would like to note that you could receive more detailed information about offshore license blocks in Turkmenistan’s sector of the Caspian Sea from the Competent Authority, the agency authorized to negotiate with foreign investors on production sharing agreements. The Competent Authority can provide you with all necessary legal and technical information.  

Thank you for your attention.
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