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The Energy Industry Practice Group (IPG) of Corporate Finance 
Associates is pleased to present its Second Quarter Energy 
Newsletter.  Interested parties may obtain addresses and 
contact numbers of members of IPG by accessing our website 
www.cfaw.com. 
 

I. Significant Global Energy Developments 
 
 Israel has had good fortune with three major gas discoveries the last three years in the 

offshore Levant Basin:  Marine 1 B (1 TCF) Tamar (8.3 TCF) and Leviathan (7 TCF).  At a 
presentation on May 3 at the 2012 Offshore Technology Conference, Israel’s Minister of 
National Infrastructure, estimated the value of the country’s hydrocarbon treasure at 
$717 billion based on an oil price of $77/bbl. 
 

 Nobel Energy has announced a 5-8 TCF gas discovery in Blockia, offshore Cyprus. 
 

 Brazil has success in deep Cretaceous salts, off Brazilian coast. 
 

 In France, the political leadership is disdainful of its great potential for shale oil and 
gas in the Paris Basin.  Last year, the government put a moratorium on shale fracturing.  
The French must realize that fracturing is safe and billions of Euros could be saved with 
proper handling of its energy business. 
 

 North America has seen the emergence of numerous profitable shale plays according to 
the U.S. Energy Information Agency.  The leading countries with significant recoverable 
shale resources are China (1,275 TCF) the U.S. (862 TCF), Argentina (774 TCF) and 
Mexico (681 TCF).   
 

 Offshore we have an intriguing deepwater play in East Africa.  Analysts report that 
Mozambique, Qatar and Australia may become our largest LNG exporting countries. 
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II. Global Energy Supply and Demand 
 

(Industry at a Glance, Courtesy of Gulf Publications Co., June 2012 edition of World Oil) 
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Exxon/Mobil reports in its 2011 Annual Report that oil and natural gas are expected to continue 
to play a leading role in meeting the world’s growing demand for energy.  By 2040 Exxon 
predicts that oil and natural gas are projected to be the world’s top two energy sources 
accounting for about 60% of global demand, versus about 55% today.  Unconventional natural 
gas is forecast for 30% of global natural gas production up from 10% in 2010.     

 
 
 
 
III. Pricing 
 
 

 Forecasts suggest that oil prices could eventually surge to $200/barrel.  This price 
scenario depends upon greater instability in the Middle East. 
 

 US environmental policy could send Canada's heavier crude to China and Mexico which 
reportedly passed peak production in 2005. The international energy agency estimates 
that the world’s oil supply system requires an improbable $10 million infusion from 
2011 to 2035. 
 

 We are now in a period of unprecedented decoupling of world oil and North American 
natural gas pricing.  The old “normal” used to be ratios of dollars per barrel of oil (WTI 
pricing) divided by dollars per million British thermal units (MMBtu) of gas (Henry Hub 
pricing) of between 6:1 and 10:1. 
 
Today’s ratio is more than 40:1. A small component of oil price is due to uncertainty 
from the Middle East, as Iran makes threats to disrupt Middle East flows.  But most of 
the oil price is driven by fundamental supply and demand.  Worldwide demand 
continues to grow, led by rapidly growing demand from China and India.  

 
 

 
IV. Current Activity 

 
 Apache Corporation is hydraulically fracturing water flooded properties in the central 

basin platform of west Texas employing horizontal laterals.  Fluids that have been 
producing for 90 years in fields such as TXL South, North McElroy and Shafter Lake are 
now reinvigorating the old production. 
 

 Global Hunter Securities, analysts in a recent report on the Gulf of Mexico development 
say the picture is encouraging because of the improving regulatory situation and 
financial commitments by the majors.  The main concern is that deep water rigs are 
not available currently and operators may have to wait until 2014 to get a rig. 
 

 TransCanada announced it will build, own, and operate the Tamazunchale Pipeline 
Extension in Mexico.  Construction of the pipeline is supported by the Comision Federal 
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de Electricidad, Mexico’s state-owned power company.  TransCanada expects to invest 
approximately USD 500 million in the pipeline and anticipates an in-service date in 
first-quarter 2014.  The project will be 235 km long and have contracted capacity of 
630 MMcf/D.  The pipeline will use a combination of 30- and 36-in. diameter pipe and 
have 37 MW of installed compression. 
 

 Greater Natural Buttes Project, Uintah Basin, Utah 
Anadarko Petroleum Corp. proposes to drill 3,700 natural gas wells in Eastern Utah.  
These wells are expected to produce about one billion cubic feet of gas a day, enough 
to heat or cool approximately 5.5 million homes.  The natural gas deposits in the 
Uintah Basin carry higher value liquids such as ethane, propane and butane. 
 
The wells will be drilled over a ten year period.  This activity will not only create 
hundreds of new jobs but would increase producing wells in the state by more than 
50%. 
 

 McMoran Exploration of Houston found more potential hydrocarbons at the Blackbeard 
East ultra deep bypass well.  The well is on South Timbalier Block 144 and was drilled 
to a depth of 33,318 feet.  Hydrocarbons were encountered in the Sparta carbonate 
section of Eocene and Vicksburg section of Oligocene.  The Sparta is 300 feet thick and 
appears to be a hydrocarbon bearing fractured carbonate; the new intervals do not 
include the 178 net feet of hydrocarbons previously announced above 25,000 feet in 
the Miocene and Oligocene (Frio).  McMoran holds a 72% working interest in the well.  
Energy XXI 18% and Moncrief Offshore LLC 10%. 
 

 There is misinformation about frac fluids being pushed into groundwater.  Ernest 
Moniz, professor of physics at MIT has presented an extensive study of natural gas.  No 
evidence of groundwater contamination from fracturing operations was found in 
thousands of well completions that MIT studied.  Environmental impacts are present; 
however, in the MIT study about one-half of environmental complaints were due to 
poor well completions and one-third to issues with management of waters at the 
surface. 
  

V. Outstanding M&A Exploration and Production Deals 
 

 Newfield bought Laredo Petroleum Holdings for $333 million.  The company holds 
135,000 acres in the Spraberry and Wolfcamp formations.  It also holds a large position 
in the Granite Wash and the Dalhart Basin of the Texas Panhandle. 
 

 Sand Ridge Energy will acquire private Houston independent Dynamic Offshore 
Resources for USD 1.275 billion including USD 680 million in cash and 74 million 
common shares.  Sand Ridge reported that Dynamic had 62.5 million BOE of proved 
reserves, 80% proved developed and production of 25,000 BOE/D at year end 2011 in 
less than 300 ft of water in the Gulf of Mexico.  About 50% of the reserves and 
production are oil. 
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 Petro China signed an agreement to buy a 20% stake in the Groundbirch shale gas 
project, located in British Columbia Canada from Royal Dutch Shell.  The transaction 
for an undisclosed amount has been approved by both the Chinese and Canadian 
authorities. 
 

 
VI. Innovations 

 
The August 2012 issue of Technology Review (Published by MIT) contains an interesting article 
on purification of water. 
 
The supply of potable water has not been able to meet the demand of tourists in the Canary 
Islands along the coast of Northern Africa.  The Spanish government invested in developing 
brand-new technology that uses membranes to filter the salt out of salt water and Spanish 
companies developed the technologies to utilize those membranes in treatment plants.  The 
result:  Europe’s first desalinization plants. 
 
Today, Spain produces more desalinization water than any other country in Europe, and is one 
of the world’s top producers.  Spain’s more than 500 plants treat more than 200 billion of 
water per year.  Spain has developed design, construction and operational capability thus 
making it extremely competitive in the world market.  Of the top twenty companies in the 
world active in desalinization, seven are Spanish.  In 2009, a new large-scale plant 
desalinization facility was completed in the city of Barcelona.  The plant can supply up to 20 
percent of the city’s drinking water.  The plant employs more than 5,200 solar panels and wind 
turbines along with energy efficiency and recovery features. 
 
The report adds that companies are beginning to use filtration membranes to reutilize waste 
water.  Innovations have made Spanish plants some of the best in the world. 
 
Spanish plants are active today in more than 30 countries.  The U.S. is also home to three 
desalinization plants built or operated by Spanish companies (two in Florida and one outside of 
Boston).  The Tampa Bay plant initially had problems but now purifies 25 million gallons a day 
and supplies 10% of the drinking water for the region.   
 

VII. Methane Hydrate 
 
The US Department of Energy (DOE) announced recently that the US and Japan have 
successfully completed a field trial of methane hydrate production technologies on Alaska’s 
North Slope.  The DOE partnered with ConocoPhillips and the Japan Oil, Gas, and Metals 
National Corp. to test natural gas extraction from methane hydrate by injecting a mixture of 
CO2 and nitrogen into the formation.  The mixture promoted the production of natural gas, and 
ongoing analysis will determine if this method also can be used to store CO2 in the reservoir. 
 
Methane hydrates are by far the most abundant hydrocarbon resource on the planet, with some 
pundits estimating that the size of the reserves may exceed the energy content of all other 
fossil fuels combined.  In addition to the Arctic, they are commonly found in ocean sediments. 
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Methane hydrates are 3-D ice structures with natural gas locked inside and are found around 
the world.  While the structures look like ice, simply melting the water only releases the gas 
into the atmosphere.  Therefore, the hydrates need to be “melted” in situ.   
 
The DOE project was the first field trial of a of a methane hydrate production methodology in 
which CO2 was exchanged in situ with the methane molecules within the structure.  The test 
lasted 30 days to test the depressurization phase.  Previously the longest depressurization filed 
test lasted six days. 
 
The next stages of the research will evaluate gas hydrate production over longer durations to 
determine if sustained production might be economically possible.  A press release from the 
DOE points out that this could take years but that its research into shale gas in the 1970s and 
80’s eventually help pave the way for today's shale gas mania. 
 
North America may not need a new gas discovery right now.  But if projects like these prove 
that hydrates can be economically produced, methane hydrates might be the gas of the future. 
 
 

VIII. Recent M&A Deals in Equipment and Services  
 

 HOUSTON (6/6/2012) – Cameron (NYSE: CAM) Cameron has closed on its purchase of 
the drilling equipment business of TTS Energy Division from TTS Group ASA (Oslo Stock 
Exchange) in an all cash transaction valued at $270 million.  
 
TTS Energy Division delivers high performance drilling equipment, rig packages and rig 
solutions for both the jack-up and onshore rigs to the international energy industry. 
TTS Energy products include drilling rig control systems, top drives, traveling blocks, 
automated pipe handling, iron rough necks, draw works, derrick structures, drill floor 
tools, fingerboards, BOP handling equipment, deadline anchors, and drill line spoolers.    
 
“The addition of TTS Energy’s portfolio of drilling equipment will complement the 
acquisition of LeTourneau Technologies, which occurred last year, and will add to our 
existing products offering and will enhance the growth opportunities for our drilling 
systems platform”, said Jack Moore, Chairman, President and CEO of Cameron. 
 

 HOUSTON, April 30, 2012  FMC Technologies, Inc. (NYSE: FTI) announced that it has 
completed the acquisition of Control Systems International, Inc. (CSI).  
 
CSI is a leading supplier of innovative control and automation system solutions for the 
oil and gas industry and other markets. The company has operations in Lenexa, Kansas; 
Irvine, California; and London, England. 
 

 HOUSTON, June 20, 2012 Axon Energy Products AS has signed a definitive agreement to 
acquire the assets and existing business of Doyle's Valves, Inc. d/b/a DOYLES, through 
its' subsidiary Axon Pressure Products, Inc. APP engineers, manufactures, 
remanufactures and provides blowout preventers (BOP's), BOP control systems, choke 
and kill products, high pressure valves, diverter controls and deepwater multiplex 
controls for onshore and offshore applications. 
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Doyle’s, headquartered in Houston, Texas, has approximately 80 employees in the 
greater Houston area.  
 
APP specializes in the manufacture of API 6A, 16A, and 16C equipment and multi-
purpose pressure control equipment for use in the oil and gas industry; and services a 
global customer base that includes oil and gas drilling, production, well servicing and 
workover companies. 
 

 LAFAYETTE, LA, July 3, 2012  Knight Oil Tools today announced the acquisition of Tri-
State Tools & Inspection, LLC, headquartered in Corpus Christi, Texas. Terms of the 
deal were not disclosed. Tri-State Tools & Inspection provides stabilizers and non-
destructive testing for drill pipe and bottomhole assembly components. The company 
operates throughout the South and West Texas drilling markets through facilities in 
Corpus Christi and Odessa. 
 
Focused on providing “zero-failure” equipment and service for 40 years, Knight Oil 
Tools has grown to be the largest privately held rental and fishing tools business in the 
oil and gas industry. Operating from more than 50 locations across ten oil-producing 
states and internationally, Knight Oil Tools serves all phases of a well’s lifecycle from 
exploration to abandonment. 
 

 HOUSTON May. 31, 2012-- National Oilwell Varco, Inc. (NYSE:NOV) announced the 
closing of its previously announced acquisition of Wilson distribution business segment 
from Schlumberger Limited (NYSE:SLB). Wilson is a leading distributor of pipe, valves 
and fittings as well as mill, tool and safety products and services. 
 
National Oilwell Varco is a worldwide leader in the design, manufacture and sale of 
equipment and components used in oil and gas drilling and production operations, the 
provision of oilfield services, and supply chain integration services to the upstream oil 
and gas industry. 
 

 HOUSTON June 1, 2012 Cactus Wellhead has acquired Bossier City, Louisiana-based 
True Turn Machine LLC.  
 
True Turn was founded in 1995 by Lee Boquet and five employees who specialized in 
machining wellhead equipment for the oil and gas industry. The company has over 50 
employees and over 50,000 sq. ft. of state-of-the-art manufacturing space. As an API-
6A licensee, True Turn Machine manufactures, remanufactures and repairs wellhead 
and christmas tree equipment in strict accordance with API-mandated specifications 
and tolerances.  
 
Cactus Wellhead LLC is a leading manufacturer of pressure control equipment used in 
drilling, completion, and hydraulic fracturing operations for both land and offshore 
applications.  
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The Energy Practice Group is a multi-disciplinary group of investment banking advisors 
within Corporate Finance Associates. Collectively, the Energy Practice Group provides M&A 
advice to independent and integrated energy companies in all sectors of the energy 
industry, including power generation, oil & gas, utilities, mining and natural resources, 
renewable energy and businesses that serve the energy industry, in all aspects of oil and 
gas land-based transactions, mergers, acquisitions, joint ventures and financial resources. 
For more information contact your local Corporate Finance Associates office.  
 
Energy Industry Practice Group  949.305.6710                    
Corporate Finance Associates www.cfaw.com 
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