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Dear conference participants, dear guests!

First of all, I’d like to greet you on the friendly land of Turkmenistan!


Today, it is the ninth time that Ashgabat welcomes representatives of oil and gas,  research & development, and financial companies of world level, as well as business circles of the international oil & gas community, at the annual international forum “Oil & Gas of Turkmenistan 2004: Experience, potential and prospects for international cooperation”.


For a short, by historical measure, time that passed after gaining independence, great political, legal and economic changes have taken place in Turkmenistan, which enabled strengthening of the young state and its industry. All this became possible thanks to continual care of our national leader, first and lifelong President of the Country Great Saparmurat Turkmenbashi, for the creation of an atmosphere of national consent and steady increase of citizens’ welfare. 

Being a state with unique potential hydrocarbon reserves which account to 45.44 billion tons of oil equivalent according to estimates of local and independent international experts, Turkmenistan has real possibilities to increase in the nearest future the volume of production and supply to international markets.  The National program envisages that development of these reserves will bring the level of oil production in 2020 to 100 million tons per year and gas production to 240 bcm per year, which will greatly stimulate economic and social development of our country.

The fuel and energy complex of the country has been developing at an increasing pace. During 10 months of this year more than 8 million tons of oil and 47 bcm of natural gas have been produced. 72% of total produced gas, or 34 bcm were exported. 5.8 million tons of oil, or 72.5% of production was refined in Turkmenistan. 

Dear Ladies and Gentlemen!


Nearly the entire territory of Turkmenistan and the adjacent part of Caspian Sea are promising from the point of view of oil and gas exploration. Development of hydrocarbon resources means conducting integrated operations, which include geophysical, exploration and development work on the fields.  Wide conduct of geological and exploration work will give the opportunity to upgrade the main part of possible hydrocarbon reserves to developed reserves and will allow to achieve the level of production of hydrocarbon resources set by the Strategy of Turkmenistan’s oil and gas complex development for the period to year 2020. 


The increase of hydrocarbon production will be achieved due to the production intensification at currently developed fields, as well as due to the development of new areas. The main increase of the oil and gas production volumes will come from development and production on new offshore fields, on deep Mezozoic and Miocene structures onshore Western Turkmenistan, as well as on Jurassic deposits of Eastern Turkmenistan.

More than 1000 prospective structures for oil and gas, both onshore and offshore, were discovered by geophysical methods and prepared for exploration.  

Accelerated increase in production of hydrocarbons is due to introduction of internationally tested modern technologies and equipment for all stages starting from exploration and development to supply of finished production to consumers. Application of experience of international companies in introduction of modern technologies, customized to Turkmenistan’s conditions, supply of oilfield services and equipment will allow increase of efficiency of the industry. In oil and gas exploration Turkmenistan follows the path of introducing modern equipment and high-technology methods. During preparation of structures for deep exploration drilling great attention is paid to highly efficient methods of 3D seismic exploration.

To achieve the goals for hydrocarbon production and exports to world markets, significant increase of investment into Turkmenistan’s oil and gas complex is envisaged.

 In general, for the period from 2005 to 2020 more than $60 billion are to be invested into the development of the oil and gas industry, of which over 40% as direct foreign investment under Production Sharing Agreements (PSAs).

The main priority directions for the development of Turkmenistan’s oil and gas sector and the areas that require most investment are the following:

· development of hydrocarbon resources of Turkmenistan’s sector of the Caspian Sea in accordance with the sea blocks licensing program
· development of prospective oil and gas areas onshore
· development of oil and gas infrastructure: pipelines, facilities, communications, etc.

· development of oil and gas processing and petrochemistry

· development of oilfield services

· marketing of oil and gas, as well as of oil products on international markets

The fundamental principles of the President of Turkmenistan Saparmurat Turkmenbashi the Great concerning policies of permanent neutrality  and ‘open doors’, mutually beneficial  cooperation with all countries, stable domestic political situation, effective legal and legislative  base that ensures protection of rights and investments, tax privileges, rich hydrocarbon reserves, all create a favorable basis for foreign partners and equal rights for all enterprises, foreign and local, in the oil and gas sector. Adoption of the Petroleum Law and the development of the model PSA that created favorable conditions for attraction of foreign investment, led to attraction of international companies into the development of the main oil and gas producing region - South-Western Turkmenistan.

Major significance in the development of the oil and gas sector is given to creation of mechanisms of government regulation of national companies and corporations aimed at uniting their efforts in both offshore and onshore exploration and production in alliance with international companies. The goal is to build modern, world class oil and gas companies and to introduce most efficient and cost-effective technologies. Considerable importance in this matter is given to foreign companies that possess technologies and experience of their commercial application.
Large prospects in this respect lie in East Turkmenistan, the main region of gas production, where large volumes of active surplus reserves are currently not supported by market demand. In order to energize operations of foreign investors in this region the key objective is to enter new markets.  Apart from this, extensive work is currently being conducted in reconstructing and modernizing the extensive domestic transportation infrastructure with participation of the foreign investors.

We invite foreign oil and financial companies for cooperation in Turkmenistan’s oil and gas industry on the mutually beneficial terms. The offshore licensing program contains 32 prospective blocks. Foreign investment cooperation in Turkmenistan’s sector of the Caspian Sea and on prospective onshore areas is envisaged on the basis of Production Sharing Agreements, service contracts, project financing.  More specific options for developing cooperation in Turkmenistan that, in my view, might be of interest to you, will be mentioned in the following presentations.


An important role in developing the reserve base and increasing oil production is played by contractors that work on the basis of Production Sharing Agreements. Currently, international companies investing and operating in Turkmenistan’s oil and gas industry on PSA are Petronas, Maersk, Burren Energy, Dragon Oil, Mitro International.  Analysis of latest statistical data allows us to make the conclusion that foreign investors working on the basis of PSAs made significant input into the development of the oil and gas sector of Turkmenistan.

Presently, a number of PSAs are at different stages of operations and negotiations, of which three are projects in Turkmenistan’s sector of the Caspian Sea. From the launch of PSAs in 1996 until today more than $850 million have been invested.   

The “Nebitdag” onshore project (operated by Burren Energy), the “Khazar” onshore project (operated by Turkmenneft in consortium with Mitro International) and the “Cheleken” offshore project (operated by Dragon Oil) demonstrate significant oil production results. In 2003 the production on these projects reached the level of 1.6 million tons of oil. It is expected that in 2004 the PSA projects will grow production by 12 % and will reach production level of 1.8 million tons of oil per year.

Even bigger plans are planned by the PSA contractors for the future year of 2005.  The volume of the investment in 2005 will amount to $488 million and production will reach the level of 2.47 million tons.

Currently, several foreign companies continue negotiations to bring new PSAs to the stage of signing.

Along with PSAs, another practiced form of cooperation with foreign companies is Joint Venture (JV), as well as Agreements on joint provision of services. The Model Agreement on provision of services has been developed. Financing of this work is done through direct foreign investment and long- and mid-term loans.


With the aim of realizing its potential, Turkmenistan is interested in developing the transportation infrastructure, reconstruction of operational and construction of new oil and gas pipelines for exports to foreign markets.


Since the day of its independence Turkmenistan is committed to the principles of building multi-direction pipeline infrastructure. Accordingly, development of opportunities for gas and oil export is being done along different routes to current and potential markets.


The traditional markets for Turkmenistan’s natural gas are the CIS countries, mainly Russia and Ukraine. Turkmenistan’s natural gas has been supplied to Ukraine starting from 2002 under the framework of the long-term inter-government agreement on gas supplies and the gas sale contract, which provide for increasing gas supply volumes.

Another strategic route for gas exports is Iran. Gas supplies via the Turkmenistan-Iran gas pipeline currently stand at 8 bcm per year.


Another current opportunity is the construction of Turkmenistan-Afghanistan-Pakistan gas pipeline. Inter-governmental agreements between Turkmenistan, Afghanistan and Islamic Republic of Pakistan on the principles of the realization of this project were signed in the months of Magtymguly and Bitaraplyk of 2002.  The Asian Development Bank, being a leading partner on development of this project, provide a technical assistance grant to support financing of  preparation of a feasibility study, as well as to support other initiatives to promote the project. Presently, the project feasibility study is being prepared by Penspen (UK).


By adhering to the principles of multi-route exports, Turkmenistan does not exclude other routes of gas supplies to Turkey and further to Europe. Turkmenistan has a flexible approach to this project, and is ready to trade gas to all interested buyers on its border, including on coast of the Caspian Sea.


In the oilfield services sector, a large number of international companies are active in the areas of enhancing oil recovery, such as CNPC at the Gumdag field, Schlumberger, NIS Naftagas, Fe Engineering and others. In Eastern Turkmenistan, CNTDC, a subsidiary of CNPC, has been successfully providing services of rehabilitating gas wells on the Shatlyk field.  These services proved to be very timely and important for increasing hydrocarbon production in Turkmenistan.

However, the current volume of oilfield services provided by foreign companies in the oil and gas sector of Turkmenistan are insignificant, compared to the volume required to ensure achievement of planned levels of hydrocarbon production and reserve base.  The importance of international services companies working in alliance with national companies is regarded as significant and opportunities for this work are being explored.
Generally, there are favorable conditions and a vast field for activity for international oilfield service companies that apply modern technologies in the fields of geological exploration and development of oil and gas fields.
International companies that have interest in cooperation in these fields receive attention and assistance on the part of the Government of Turkmenistan aimed at developing working relations with enterprises of the oil and gas industry of Turkmenistan.
Welcome to the Turkmenistan!

