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MOTIVATION

The Council of the European Communities adopted on 9 November 1973
Regulation (EEC) No 3056/731 on the support of Community projects

in the hydrocarbons sector. This support is intended to encourage
technological development activities directly connected to exploration,
exploitation, storage or the transport of hydrocarbons, which by

their nature improve the security of the Communities' energy supply.

In applying this Regulation, the Council, by its Decisions of 19
pecember 1974 and 4 May 1976, granted 55 technological development
projects support amounting to 77.4 m.u.a. Moreover, the Council
charged the Commission with the task of negotiating and concluding
the contracts with the beneficiaries and with ensuring the '
management of these contracts.

In accordance with Article 10 of the aforesaid Regulation, the
Commission now submits to the Assembly and the Council, the attached
report on the results abtained to date in applying this Regulation.

’

0 No L 312/1 of 13 November 1973
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RITRORUCTION

1.

2.

3.

4.

5.

On 9 November 1973, the Council of the European Commmities adopted
Regulation (EEC) No 3056/73 on the support of Community projects in .
the hydrocarbons sector,

This financial support is intended to promote technological development
projects directly comnected with prospecting for, extracting, storing
or transporting hydrocarbons and likely to improve the security of the

Community's energy supplies.

When that Regulation was adopted, the Council noted that the Commission
planned to enter in the Communities! Budget an average annual
appropriation of only about 25 m u.a. to finance this operation during
the period 1974~76. '

The funds made available by the Council and the Parliament for the
application of Regulation No 3056/73 in fact total 78 m u.a. 80 far, of
which 25 m u.a. were made available in 1974, 25 m u.a. in 1975 and

28 m u.a. in 1976.

The Commission presents herewith its first report on the results of the
application of the Regulation during the period specified. The details
relating to the implementation of the Regulation are given in Amex I,

FIRST SERIES OF PROJECTS (1974-1976)

A.

6.

T

Call for applications and examination of aﬂglégationg

Following the adoption of Regulation No 3056/73 on 9 November 1973, the
Commission published a Communication in the Official Journal of the
European Communities inviting undertakings to submit, before 30 March
1974, appliocationdg for support for Community projects in the
hydrocarbons sector, ‘ '

By the deadline laid down in the Communication, 13 undertakings had
submitted to6 the Commission 23 technological aav610pment'projedﬁs,'for“
which the support requested totalled 74.2 m-u.&s for the first three
years, '

.
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8¢ The projects submitted to the Commiseion were first exemined to ensure
that they were eligible under Regulation No 3056/73. The purpose of
the examination was to establish that the projects in questions

- are technological development projects directly éonnected with
, prospecting for, extracting, storing or tremsporting hydrocarbons
‘and are 1il:ely to- iuprove the security of the Commumity*s energy

. supplies;

- are to be carried cut by a natural or legal person constituted in
accordance with the laws in force in the Member States.

9. After the Nember States had been consulted on each dossier, the
" Commission examined the teohnioal, economic and financial aspecte of
each pro;]ect. - '

. 10, Following this examination, the Commission selected 21 of the 23 projects
submitted and drew up proposals for mupport in the form of a subsidy
which would be’ repayable if the results were exploited commercially and
renging between one-third and almost 50% of the cost of the plammed
investment, depending on the natm.agg!. ob:jeqtive of each project,

. 11, The Commission considered that the amouwnt of support granted should
depend on the results expected from the project, and in particular,
on the extent to which the project could improve the security of the

~ Community's supplies of hydrocarbons. The Commission therefore .
proposed that maximum support (49.9%) be granted to projecte for the
development of ﬁrbﬁpectiﬁ'g and extréoting techniques and a medium

.+ gupport (33.3%) to Projects for the development of storage and
transport methods., - i C e

L

12, The total amount of support proposed by the: comission for tha

implementation of 21 projecta dm'ing the period 1974-76 was fixed at
58 861 066 u.a.., for total hweltmnts costi.ne mmﬁmately 126 m .2,

. 7. .
13.. 'J.‘ha comiasion's proposal was, lent %0 the Omail on 25 July 1974
(Doo. cou(u) 890 fiml).
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16,

1.
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Council Decision

The Council's Working Party on Energy began its study of the
Commission's proposals on 10 September 1974. Even at the first few
meetings, it became clear that agreement could not be reached on the
Commission's conclusions as to the amount of support to be granted to
the 21 projects selected. While recognising that very advanced
technology was involved in the projects, some delegations did not
consider that the Commmity should contribute 50% of the investment
costsy especially in view of the limited budgetary resources.

At its session of 17 December 1974, the Council decided to grant the
following support at the following rates:
- 40% for projects on hydrocarbon‘prospeoting and extracting techniques;

= 35% for certain projects on the development of équipment and machinery
for extraction operations;

“«

- 30% and 25% for technological development projects on the transport
and storage of hydrocarbons. '

The total aid authorised by the Council amounted to 42 503 159 u.a., for
work conducted between 1 April 1974 and 31 December 1976.

The list of projects receiving support is given in Ammex II.

Conclusion of contracts and administration

Early in 1975 the Commission drew up a model contract for the grant of
Community support,
The principles of the contract are as followss

- support is granted for a limited period of time and the amount is
fixed; ' '

- gupport is granted in the form of a subsidy repayable with interest
if the results of the project are exploited commercially;. -
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= the contraotor assumes the teohnical and ﬁmno:lal responcibnity L
for the implementation of the prodect; ‘ :

T e the contmtor informs the Commission periodioany of the progrens

18.

19.

" of the work and of the expenditure inourred;’

~ the contractor mends to the Comi.ssion any information on the -

" commeréial exploitation of the results obtained in the perfommm '

of the contract; - : | . :
~ the Commission and the contractor together es%a.blish an :apceptahlo S

form of cooperation 1f other iundertakings receiving Commmity .-

" aupport are working towards objectives similar to those of the

contractor; y o

- any knowledge acqnired in the 1mp1mntaﬁon of the projeot is the
'property of the contractor; . , .

« the contractor \mdsrkakeg to use & oonsiderable part of the \resulfs

Gbteined from the implementation of the project for the benefit of
the Community. In partiocular, he undertakes to gi.ve pri.ori.ty to '
supplying to persons and undertakings in the do-nnity. .on nonw.
discrininatory oomomia.l terms; the products, equ:lpnant aml sexvice
based on those results.

PR

Once the standard contraot had been adopted (12 May 1975), the. ‘
Commission proceeded to conclude ‘individual contracts, to’ commit
expenditure and to authorize the firet payments, = . - SRR

Following the withdrewal of two undertakings, the appropristions
committed in the 1974 and 1975 Budgets were reduced to 38 913 959 u.a.
from the 42 503 159 u.a. decided on by the Council. Of that amount,

peymént 6f 25 469 125 u.a. had been authorised at 31 Deceaber 1975 as

advanced -and the first imterim payments. The balance, i.e,-

.13 444 834 u.a., should be settled by 31 December’ 1976. . As & vesult,

the reciplents:hawe' already received, on average, 65% &2 the support
granted by the Cownoil, and, in some cases, 8B0%. The latter
recip!.entn will not receive the remainder of their mooct:l.m tmtil tht
final report has been approved by the Commiseion. - . =~ . -

/o
o
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SECOND_SERIES OF PROJECTS (1975~1977)

A. Call for applications and examination of applications

20, The second call for applications for support for Community projects was
published in the OJ of 21 December 1974. By the deadline laid down in
that Commmication (28 February 1975), 63 Commnity undertakings had
sent the Commission applications for support for the implementation of
120 projects involving investments estimated at approximately 300 m u.a.

21, As certain undertekings withdrew their applications and some projects
were subsequently amalgamated, the number of projects to be examined
wag reduced to 86, and the amount of investments and associated
expenditure fell to 247 m u.a. for the period 1975~77. After the
projects had been exaﬁined to onsure that they were eligible under
Regulation No 3056/73, and after the Member States had been conmsulted, .
the Commission assessed each project and decided on the amounts of
financial support which could be authorized by the Council,

22, In view of the large number of projects under examination and the -
limited financial resources available compared with the number of
applications, the Commission eliminated the least important projects
and reduced the amounts of investment proposed by the undertakings, in
some cases quite considerably., The Commission also decided not to
consider two projects until the following financial year,

23, Once these operations had been completed, the number of projects '
eligible to receive Commmnity support was reduced to 38, and the
corresponding investments totalled 117 853 142 u.a. for the 1 :riod
1975-77.  The Commission proposed the same rates of support, ranging
from 25 to 40%, as those adopted by the Council in its Decision of
17 December 1974, for the investiments planned, to obviate any ‘
disorimination. ;

24. In accordance with the criteria applicd when the projects submitted in
1974 were examined, the Commission considered that those projects .-
expected to produce results likely to increase available supplies and/
or speed up the exploitation of the Commnity®s hydrocarbons resourceé
should be granted the maximum rate of support (40%) vhereas projects in
the storage and transport sectors should in principle be granted a
medium rate of support (35%).

o/
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The minimum rate of support (30%, end sometime- even 25%) was grantedA
to projeots for the development of eervices. Only if the implemente

" ation of such projects led to the elimination of a major bottleneck

' could they benefit from a higher rate of support.

‘On’ the basis of these principles, the amount of support which the
. Cominission’ proposed to grant during the period 1975-77 to the 38

projeots seleoted totalled 44-683 758 u.a. This sum was ocovered by

' the appropriations to be ehte:ad in the General Budget of the

Commmities for Commmity projects. The Commission:had roquested the
entry of 40 m u.a. (1nstead of the expected sum of 25 m u.a.) for
1976, which, with ‘the non-sutomatic oarry-over of 11m u.a. f‘rom 1975,

would have oovered the amount of aid proposed.

26.

B,

The Commission's proposala were forwarded to the Council on -
3 September 1975 (Doo. COM(75) 424 final). | o

Council Decision

The work of the Council®s Working Party on Energy was &ffected by tho
unoertainty surrmmdiug the budgetary resources available for 1976. '

' Hhen those resources were finally fixed at 28 m u.a., including

25 m u.a, granted by the Council and 3 m n.a. by the European Parliamen
instead of at 40 m u.a. as the Comnission expeoted, it was found that
the Commission's proposal for support exceceded the amounts available
for 1975 and 1976 together by approximately 6 m w.s. ‘

To keép yithin the new limits on budgetary resourées, thé comiseion.»
re~examined. the applications for support which it had selected and cut
the amount. of support initially proposed by 6 235 123 u.a. ‘The out
was arrived at by eliminating three projects which were less important,
by reducing the smownt of mort initially proposed.for four other
projects by 5% end by postponing three projects until the next
finanocibl: year, - -
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29. The amount of support proposed by the Commission for the period 197577
was thereby reduced from 44 683 758 w.a. to 38 448 635 w.a. This
amount was covered by the appropriations entered in the 1976 Budget
(28 m u.a.) and by the balance of appropriations (11 085 148 u.a.) from
the 1975 Budget, which the Council brought forward to the current Budget.

30. The Council reached unanimous agreement on this amount of financial
support and on the conclusions reached by the Working Party on Energy,
and on 25 March 1976 it approved the support to be granted fo the
remaining 34 projects. The List of projects is given in Annex III,

However the Commission intends to draw attention within the framework of
the next budgétary exercice, to the need ts extend the validity of this
decision until the end of 1979,
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1, , JHE TESNICAL AVD BORNTO SYNTHRAIS OF U APPLICATION OF TH ..

%

31. Before crude oil arrives in the refineries to be transformed into -
petroleum products, and before natural gas can be supplied to:
consumers, * dsposits must be found, and opened up, equipment .
installed, transport facilities created, processes developed,

.+ operating teams trained and a compliocated logistics system ,
developed. = The application of Council Regulation (EEC) No 3056/73
has been confined to the moét‘ i'niportmt steps in this complex “
technical field, 1.e. ‘n particular, to the offshore production of "
0il and natural gas and to the secondary recovery.of oil.

I

32, Large new undersea deposits of oil and natural gas are likely %o -
be found on the continental shelf, in partioular. Technological
development must therefore concentrate especially on processes and
equipment designed to enable hydrocarbons to be extracted from
underwater deposits. Such processes and equipment must enable ‘
oil and gas to be extracted at economically acceptable costs; even '
in unfavourable natural conditions, but safely and without
éndangering the enviromment. Extraction operations must not be
affacted by ocean currents, storms, ice or smow. Divers cammot \
be used to operate equipment and carry out work at a depth of more
than 200~400 m below the surface of the sea; remote~controlled
and even automated equipment must be used to extract hydrocarbons
© from deposits located at such depths. It is theréfore particularly .
diffioult, costly and risky to develop processes and equipment for
. deep~sea production. The major 0il companies oan assemble the
requisite funds by stages and therefore slowly, and even of the
.major companiea whioh have embarked on systematic technological
development in all sub-gectors, only two are knowm %o have carried
ou} extensive and sucoessful work to solve .their specific problems.

/e
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33.

3 4

3.

3

The large-scale search for undersea oil and natural gas deposits
began only about ten years ago. In this process, and when
opening up the deposits found, the oil industry found itself

confronted with entirely new, unsolved technical problems.

Until reliable technical equipment is available for drilling,
extracting, storing and transporting hydrocarbons, the best

possible results obtained from the searéh for undersea hydrocarbons
will remain werthless, All sub-sectors must be developed at the
game pace as the lack of an economically-applicable and technically-
reliable solution to the problems in a particular sub-sector can
limit or render impossible the application of the resulte achieved
in other sub-sectors. '

So far, 17 projects1 have been started, as the firat instalment

of the work referred to in the Council Decision of 19 December 1974,
they will be completed in 1976/1977. Consequently, only the
results of the following projects, which have already been

completed or almost completed, can be assessed:

5.1. Drilling platforms and drilling ships have so far been used
only at depths of 300-400 m, except in the case of one
American ship. With the drilleship "Petrel® and its future
sister ships the Community's oil industry will ‘have at its
disposal equipment for drilling deposits located at as much as
600 m under the sea. Further prospection will thus be
possible in large areas of the continental shelf.

35.2. In another project relating to drilling methods, some steps

have already been taken to overcome the problems comnected with
drilling at depths down to 1,000 m,

35.3. Hitherto, divers have had to help with the erection and

operation of extraction equipment on the seabed at depths of up
to 200-300 m. The use of divers at gfeater depths can hardly

1A short description of 'all the projects is giveﬁ'in’Annei IIA.

. ’ .
‘. e . g . st
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‘,'be justified. : The development‘ ‘and ‘experimental use of a
Lvremote-controlled extraction system in one oilfield - where

| the equipment is Iooa:ted on the seabed and can be operated by
- remote eontrol - constitutee an mportant step forward in the
endeavbur to-ensure t}xe safe and economic extraction of deep-
gea deposits. The s'aqné" gppiiés to. two further projects for

. the "develdpirent of remoto-oontrolled Christmas trees for
individual. wells or for those whose wellheads can be contained
in a single frame (template)., 1In the light of the results of
‘the projeots referred to above, it is to be expeoted that when
deep~sea depbeits of oil and natural gas are opened up and
worked, the Compunity will have at its disposa.l the euitable,
‘proven extmtion squipment.

. 5,‘4,’\-, It was impossible to lay pipelines at a depth of more than 200 m
. -until. the Straits of Messina project had been successfully
completed.: During that project the method to be applied..at
depths of up to 350 m was developed by adding pipe~handling
- i bdoms %0 the equi.pment of a pipe-laying barge. These
'Y results aemd s the basis for the further development of the
~“'eqh:lpment and procega for use .at depths of up to almost 600 m
in the Sicilian C'hannel ‘as part of the second pro:ject under—
akan by the same ﬁ.rm. .

Without' this -method, the planmed commercial transportation of
large quantities of Algerian natural gas by pipeline from )
- Hassi R'Mel via Tunisia to Italy, would not have been possible;
. thifs would Have been to the detriment of the Oomumty'
supplies of hydrocarbons

6. However, it is not only the discovery and opening-up of new deposits
in the conmmnity's territory which represent a decisive factor in
the Comunﬁy's oil supplies, but also improved extraction methods
in exiseting oilfielda involving secondary and tertiary recovery

*« processes. Such processes have enabled the output- of deposits:
already being worked to be ‘inoreased f‘mm the ourrent 'a.verago ﬂgure
of 30% to 40, 50 or possibly even 60%. SIS '

.‘ 'r'.
o/c
'
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38.

8.

- 3T -

Secondary and tertiary recovery processes from operating fields were
developed and tested to only a limited extent when crude oil prices
were relatively low, because of the high costs involved. As crude
oil prices have risen, sub-pfocesses have become considerably more
important.

During the search for hydrocarbons, there have been found on
Commmnity territory, extensive oil deposits in recent years which
cannot be extracted by current processes, New extraction processes
must therefore be developed, but the costs involved are so high that
the companies concerned camnot embark on them without Community

support for a number of years yet.

Technological development prejects in the hydrocarbons sector, which
are of fundamental importance for the security of the Community's
supplies as defined in Council Regvlation No 3056/73, have, in both
of the three-year periods introduced so far, been selected both from
projects concerning offshore methods and from projects involving
secondary recovery processes, so that almost all aspects of the
complex technology of 0il and natural gas have been covered.

Vhen selecting the projects to be promoted, preferemce was given,
in the case of projects involving the same degree of technological
innovation, to those which were likely to lead to the extraction of
more hydrocarbons earlier.

The implementation of the prejects will speed up technological
development in the most difficult sectors of the o0il industry. It
is the companies in the Co mmnity which will primarily promote and
benefit from this acceleration. The financial support provided by
the Community will alsc enable smaller undertakings to participate
in these developnents.

An indireot succese achieved by the financial support of technical
development projects in the field of hydrocarbons technology has
been that undertakings in the various Community countries have

e



- begun to cooperate. Related and/or partially-overlapping

‘programmes can be financed only once., The undertakings are

therefore compelled.to harmonize their programmes and to use their
individual funds in the best possible way. The Commission's
Steering Committees for the im).ividua.l sub-sectors have played

their catalyzing role aucce-smny. . Yo

""39.’

‘Bocause of ‘the neoenﬂary -delays in establishing iho model oon‘tract

the scontracts ‘between the Comnission and the undortakinas were mly
conoluded by the end of 1975 and some undartaking- foungl thqmaelvns
unable to begin the work before this'dates. S a e

It is therefore underétandsble that the undertakings will not bé able
to comp;ete their work before the end of 1977 == 'I‘rn e he ‘
s fneday of 1%, and that some have had to' f:lnd additional fnnds.
particularly seeking new parmers, to enable them to carry out the ,
plamned work. These diffioulties have likewise led ‘o delays in

_the work programmes or to limits bo!.ng :lwoeed on the soope of the

work orl.ginally propoaed.


collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box


XV11/259/16~E

ANNEX I

DETAILS OF THE IMPLEMENTATION OF REGULATION NO 3056/13

1. The procedure used by the Commission to apply the Regulation comprises
three main stages:

(a) the call for applications and the examination of the application
for support,

(v) the Council Decision on the support to be granted,

(¢) the conclusion and administration of contracts.

Call for applications and the examination of the applications for support

2. The applications for support submitted to the Commission by the deadlines
laid down in the call for applications published in the Official Journal
are transmitted to the Member States for an opinion. The Commission
examines the technical, economic, financial'andvlegal'ééﬁects'of'eaoh

dossier, after noting any comments submitted by the Member States.

3., The main purpose of the examination is to ascertain:

~ whether the dossier submitted is eligible for support;

- the extent to which the implementation of the project can improve the
security of the Community's supplies of hydrocarbons;

~ the technological innovation inherent in each project;

-~ the nature and seal of the technical and financiel risks involved in
the implementation of the project and its estimated economic
profitability;

-~ the risks of duplication with an existing technique or with one that
is being developed;

-~ the technical and financial capacities of those responsible for tke
project;

-~ the means of financing the project and possible intervention by the
EIB or national bodies.

4. Following this examination, the Commission draws up a general report on
each project, containing a general assessment of the merits of the
project and a proposal concerning the amount of support which it should
receive. The report is transmitted to the Council for approval.

%
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Council Decision

5. The Commission's proposals on the support to be granted to each project
are submitted to the experts in the Council's YWorking Party on Energy.
The Working Party analyzes the Commission's conclusions on each project
and makes any amendments which it deems necessary.

6. The results of this examination are submitted to the Council, which
decides on each project by unanimous vote. In its Deeieion, the ‘Council
" lays down the maximum amount of eupport 10 be granted to sdch project
. a8 & percentage of the costs. of implementing.the project, and authorizes
the Commission to negotiate and conclude -bhe contracts and administer
theiz‘ perfermence. ~

@clusion .and administretion of conzraots

7. The oontmte for the grant of support are drawm up on the basis of the
standard contraot approved by the Commission on 12 Hey 1975.

- 8, Each contract comprises four parts:
- general provisions; .
« a techniocal amex describing the work 1nvolved in the implementation
of the project, the time required and the estimated costs; ‘
« a financial amex setting out the prooedures for paying the subsidy
and for repayment end defining what is meant 'by the commercial
exploitation of the results; - .
" w a third amex setting out the contractor's obligatione as regards the
dissemination of the lmowledge acquired during the implementation of
the project. a

9. The subsidy is paid as follows: after an advance has been paid, paymente
are aythorized -after an examination of the records and an inspéction on
the spot, and after the Commission has approved the expenditure effected
during the period covered by the report submitted.

10. If the results of the project ere exploited commercially, the contractor

.+ prepays:the:Commission the mbeidy which he had received, with interest
calculated, from: the date.on which the tineteble for the remnents is
laid down by the Commission. The intereet rate u that appl:led by the
European Investment Bank om- thet same date.

. ! . . < .
t . ' .
o o/e
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11, The definition of the commercial exploitation of the results depends on
the objective of each project. The following mey be regarded as
examples of commercial exploitation:
= the transfer of industrial property rights or licences for such rights

against a lump-sum payment;

-~ pales of equipment on the basis of the results, whether or not
protected, and any other form of direct exploitation of such results
by the contractor, and the supply cof services based on the processes
developed in the performance of the ocontract;

- the exploitation by the contractor himself, or by a licence-holder,
on his own premises, of equipment and procesées developed in the

performance of the contract.

12, The administration of the performance of the contracts consists of
monitoring the implementation of the project to ensure its conformity
with the programme for which the contract was concluded and monitoring
expenditure. In addition, on~the-spot inspections are carried out.
These periodic inspections are carried out by officials in the
authorizing department (Directorate-General for Energy) and in the

Directorate~General for Financial Control in the Commission.

13, The administration of the contracts also includes the dissemination and
exploitation of the results obtained in performance of the contract and
the organizing of collaboration and cooperation between those undertakings
receiving support with a view to encouraging the exchange of information
on experience gained and preventing duplication of effort.

Orcanization of the work

14, Foxr the implementation of Regulation MNo 3056/73, the Commission has
formed a provisional ad hoc unit within the Directorate-General for
Energy composed of four officials engaged in administrative and
advisory duties and two assistants, working under the Hydrocarbons
Director,

15. This unit is advized in its work by independent technical experts,
particularly in the fields of o0il ijechnology and geophysics.



e
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Furthermore, the Directorstss~Uemeral Pors -

- Research, Soience and Educationy. v ’

Soientific and Technical Information and Information Nsnagement, .

- Budgets, A N RS
' Pinanoial Control; and '
“%he Commission’s Leégal Bervice.--
are associsted with the various stages-in the: work, ; * .- Caat

o
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ANNEX 1T

' SUPPORT GRANTED FOR COMMUNITY PROJECTS

IN THE HYDROCARBONS SECTOR

FOR THE PERIOD 1974/1976

PROJECT SUPPORT
Definition of the project Total invest~| Rate of Corresponding
and those responsible ments for the; support amount in

period 1974 units of
to 1976 in account
units of
account
A. EXPLORATION
Seismic Data Acquisition 1,440,000 30% 432,000
Equipment
COMPACNIE GENERALE IE
GEOPHYSIQUE
Deep Sea Drilling | 13,200,000 40% 5,280,000
COMITE D'ETUIES PETROLIERES
MARINES
Dynamically Positioned 10,250,000 40% 4,100,000
Drillship
ACKERMANS-VAN HAAREN etc.
B, EXPLOITATION
Deep Sea Production to 18, 350,000 40% 7,340,000
1,000 metres , -
COMITE D'ETUIES PETROLIERES '
MARINES "
Pump down tool for "SEAL" 1,341,000 3% 469, 350
Intermediate System (SIS)
SEAL LTD,
Flowline and pipeline 35% 3,245,200

diverless connection
SEAL LTD,

9,272,000




w

« Automated subsea wellhead -

Subsea remotely Opemted
pipeline pigging equipment

SEAL LTD.

Remote-controlled separators
and transper pumping systems

‘SEAL LTD.
SEAL "ultimate system" well-:

hea.d
SEAL LTD.

TECNOMARE SpA

Research into t‘h‘e'oxploit-r |
ation of heavy oil deposits
in the Adriatio

AGIP-SHELL

"~ Acquisition of a production

technique for the exploit

ation of deep sea deposits

of hydrocarbons

1 Ce

Remote~controlled snbsoa
handling device

WINN TECHNOLOGY LTD.

STORAGE
Development and construction

of an underground reservoir -

in a salt dome for storage
of liquified natural gas
§7.(+)) .

FRUHRGAS

 Subsea orude oil storage

TECNOMARE SpA

+

-3,415,000

3,036,000

960,000

5,020,000

"714196,000

...2,231_.500.-,‘.

. 3,605,922

2,400,000

BE

935*

3%

L 418,600

1,198,250

ot e e

1,062,600

T 7981560' -

1,262,073

960,000

-
T T -
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D.

Research into the utilization
of underground petroleum
reservoirs for the storage of
liquid and/or gaseous
hydrocarbons

AGIP
Cryogenic underground storage

of liquified natural gas in a
rock structure

GEOSTOCK
TRANSPORT

Deep sea steel pipeline
COMITE D'ETUIES PETROLIERES
MARTNES

Deep sea pipe-laying
TECNOIMARE SpA

Laying of a subsea pipeline
in the Straits of Messina
SNAM SpA

Laying of a subsea pipeline
between Siclily and Tunisia
SNAM SpA

2,072,000

2,540,000

12,720,000

3,124,464

7,396,125

19,895,000

30%

30%

30%

30%

25%

621,600

762,000

3,816,000

937,339

2,218,837

4,973,750

TOTAL

125,915,111

42,503,159




ANNEX IIA

Qggef desoription of the projects in the first phase: 1974, 197% and 1976

The first phase of the implementation of the Regulation included a project
in the field of prospecting for hydrocarbons designed to improve seismic

measuvring and processing equipment.

Under this project an apparatus was developed for transmitting the seismic
signals picked up by geophones in the field via a simple two-~core cable,
instead of the usual cable with some fifty cores; this device picks up
signals at the rate of 125 per millisecond or 250 signals per 2 milli=-
seconds or 500 per 4 milliseconds - instead of the usual maximum of 96
signals per millisecond - end prepares them for interpretation, using a
small field process computer. The project is a few months behind schedule
and expected to be completed early in 1977. It will considerably
facilitate the geophysicists? field work and lead to improved interpretation
of the measurement data.

Two projects were concerned in particular with improving offshore drilling
techniques. The first involved fitting the ship "Petrel" with drilling
equipment, making it one of the most modern drillships in the world. This
drillship completed its first test drilling off Gabon in relatively
gshallow water - about 170 metres - in the summer of 1976 and will shortly
start drilling deposits at a depth of more than 400 meires below the
surface, increasing to 600 metres. l '

The second project concerns the development of optimum components of a '
drilling system for use on deposits as deep as 1,000 metres under the sea.
This includes not only the improvement of dynamic positioning, as .
installed and tested on the drillship "Petrel' at depths of as much as

600 m, but also the development and testing of conventional anchors to.hold
a drillship or a drilling rig with cables or chains, and the dovelopment

of improved risers between the wellhead on the sea~bed and the drillship

or drilling platform on the surface. L '



o

i

" mhe results have so far been good. Hhen the work is completed it is
 .expected that the various elements of drilling equipment listed will be
available for drilling at great depths under _w&tor.

As regards extraction teohniquon, oquipment for extrartion from submarine

" deposits is being déveloped in four projeots. The first scheme concerns
an extrac'tion system for use in depths of as much as 60O metres initially
and dom to 1,000 métres on 'completion of a further projoct. It includes’
the improvement of ‘a gimbal-mounted collection unit on the ses~bed at': -
depths of as much a8 200 m to fit it for use at depths down to 600 m, the
development of an intermediate storage container for the orude oil:
extracted before loading into ships and the development of all the other
elements of a remotecontrolled extraction system installed on the sea~bed,

i {neluding the processes and equipment for its installation, operation and .

" maintenance. The first prototype of this equipment is currently in
_operstion off Gabon. It was transported to the field and installed on the
"ses-bed without difficulty. The equipuent is to be tested at the end of
1976 on three drillings. o | |

In the second project a blow-out prevantor wa.s developed which is set on th
" sea<bed and operated by remote-oontrol, It is at present installed in a
Forth Sea oilfield. ' Testing is due to start before the end of 1976. On
the successful completion of these tests, the ind.usﬁry wi'lllhave a remoto-
controlled wellhead which oan be used in any depth of water for the :
extraotion of crude oil and na.tural gas. Divers are not required for .

' either 1nsta.11a.tion or operuti.on.

e

Te $hird projeot is aimed at developing a rémote-controlled bloweout:
‘préventer which can be used at depths down to 600 m, 80 that the -
‘méasurettent values £rom the' wellhead and the" oomand si@als from the -
production platform can be trensmitted and reoaived aoouatioauy or; ir |
the acoustic system breaks dmm, electr!.ca.lly. 'l'he aooustio transmission
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system is designed for use in depths of water down to 600 m with a range

of up to 8 km between the wellhead and the control panel on the surface.
Laboratory experiments carried out %o‘date‘on a small prototype and tests
in the Ionian Sea to investigate the transmissibility of sound signals have
yielded satisfactory results. They are being continued with tests on an
industrial-scale prototype. If the project is successful, it will provide
the industry with another solution to the remote~controlled operation of

blow-out preventers.

remote~controlled connection of pipelines within undersea and sea~bed

extraction systems.

In the offshore sphere both extraction and drilling equipment is being .
built on platforms, which are supported on structures which are either set
on the sea~bed or held in place by gravity. Even in depths of as much as
200 metres, these are among the largest and most difficult constructions
man has ever undertaken.

One company has investigated the question of how besf to incorporate these
units into a comprehensive scheme of detection and extraction of crude oil
from under-sea deposits. All the major types supported on steel
structures were examined; for two seleoted types specific solutions were
found which are suitable for use in depths down to 200 metres of water.

Work is in progress as the project continues on bases for these rigs for

use in depths down to 300 meires of water and under the difficult environ- = .

mental conditions of the North Sea. In the final phase of .this project,
this development work extends also to a new floating platform anchored %o
the sea~bed.
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"Another combany is deVeloping a crude oil container with a ma.ximum

capacity of 160.000 m3. " The possibility is also being mvestigated under

- this project ‘of developing the ‘roof of the tank to support a production
= platfom. Tﬁe o’utoome of this projeot will be a further element in the

system of extmting oil from deposita at depths dovm to 300 metres under

”‘"'thé sea.,

Another pro.)ect in the field of storage aims at developing facilities for

" "“the storage of liggefied natural 288 at very low temperatures = about 160°

Below zero - in caverns; pilot-scale trials are envisaged. In view of
the increasing role of liquid natural gas for the Community's natural gas

. eupplies, thia project will produce a valuable addition to the

conventional method of storing gas in containers on the surface.

'~ The ‘one project relating to the storage of petroleum or natural gas in an

" opérational ¢ilfield will - if successful = yield valuable results for the
- gecondary proceéses too. When the hydrocarbons pmriped in are recovered,

some of the oil present in the deposit which cammot othernise be e:tracted

'.so quickly shonld be recovered with it.

Hea.vy crude oil of high 'specifio weight and high ﬁséosity can be extracted

- only under favourable dsposition conditions with the existing methods.

* Resourves of several hundred million tonnes have been proven and these are.

;recognized: as unsuitab_le for extraction for technical or economic reasons

“and sa' have not been tépped; " ‘these resources include some under the sea~

i -bed.  ’Under one project. two petroleum firms are developing a procesa
" for extracting a very heavy type of oil from an offshore deposit and

carrying out pilot studies. If this research proves successful, the
field concerned will be exploited and will thus contribute to the

Community's supplies. Other fields containing similar resources could
follow.

Since in recent years a series of fields of oil and gas has been discovered -

in the Community's continental shelf, and one is to be exploited, efforts

are concentrating on ensuring that the oil and gas jis, as far as.
possible, transported by pipelime. ' With the aid '

P
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of experience gained in other production areas such lines in the
Community have hitherto been laid in shallow water at depths of down to

200 metres and high costs have been accepted as inevitable.

Experimental pipelines are being laid in an attempt to solve the problems
connected with laying pipelines in the deeper waters of the Straits of
Messina and the Sicilian Channel in depths down to 600 m. If the tests
prove successful from the technical point of view, all the prerequisites
will be met for laying the pipeline for supplying the Community with
natural gas from North Africa.. '

Two projects are designed to develop improved and completely new techniques
for laying pipelines at depths down to 1,000 m under the sea. Morecver,
one of these projects, which is being carried out by oil companies aims at
developing processes for the repair of pipelines on the sea~bed.

The use of all the above-mentioned equipment in the offshore field
requires strict observance of underwater procedures and work with a small
but nevertheless significant expenditure of energy. Divers can operate
at de,ths of more than 200 metres only on certain conditions. 3o far,
attempts have been made in particular to replace divers by mammed or
unmnanned submersible craft and diving bells. In one project, however, an
unmanned underwater tracked vehicle 1s being developed which can be
operated by remote control in any depth of water and can perform tasks 6f
a fairly high degree of intricacy.

.
i}

Brief description of the projects in the second phase: 1975, 1976 and 1977

Two proj cts ars concerned with the further development of seismio methods
of prospecting for hydrocarbon deposiis. One of these projects relates to
prospecting for under-sea deposite and the other to methods of deteoting



tr

deposits 1yine deep dovm below thick beds of strata, ' . o

v

The knowledge of the meohanioa.l properties oi’ the see-bed required for . .
building pletforms, containers and other structures on the ses~bed is -
being ga.ined through tests on core samples. .Direct tests of this kind
can be supplemented by mioroseismic measurements and the analyais thereot._
One pro;eet e:lme to' develop these methods.further.’ ’ .

The raﬁidly-deireloping feelniology of d.rilling at sea and its progress in
other arcas outside the Community is to be appli‘ed under another projeot %o .

the devel t of the:latest drilling equipment for drillships for the =

Commmity oil industry. The project will provide the EEC- petroleunm

Andustry h the most advanced drillehip, ables to0 operate in water dom , ‘ -
to 1,000 metres depths: . : T

Five projeots will develop modern production techniques; new floating and

anchored eteel .or concrete platforms are to be designed. As regards the

floa’cing, anohored systems, the aim is to develop platforms which can bo’

moved relatively easily from one deposit to another so that smaller

fields, which would otherwise not have been: ecoriomically workable, ne:f be

exploited. , ' . - - T

Two projectes are concerned with designing mobile platforms equipped with
facilities for liquefying natural gas on the spot, again for the working
of smaller, otherwise unworkable, gas deposits or for the ntiliza.tion of . .
_the ges extracted with the petroleun from velatively large of) fleldw.. l . . -t
nne projeot ‘is designed to facilitate the exploitation of only small gas - ’
fields by using the natural gas produced o generate currant and o

" transporting it to the coast as a high-voltage d.c. current. o

Another area of ei@ifioance in the search for hydrocarbons for the
Commnity - an area offering good prospects for oil and gas - ie a large
part of the Arctic and North Atlantic region where ioce is a major hasard.:
Here equipment on the sea~bed oan be endangered by icebergs in shallow
water, and in deeper water, the risers between the floating installations

T

o/
'



on the surface and fixed inatallations on the sea~bod can be destroyed by
floating ice. Production techniques designed for ice~free areas have to
be adapted to these different environmental conditions. This is the
purpose of one project.

The anchoring of all floating drilling and production platforms is of
paramount importance for their safety and efficienocy. As depths
jncroase, the limitations of existing systems will prevent the use of the
corresponding floating structures. Yot even within these limits
improvement of the automatic adjustment of anchoring systems to changing
winds and currents can make their use safer. One project is concerned
with this.

Four companies are.to develop new secondary prooesses in connection with
their projeots. Two of them are developing microemulsions to inorease
the effect of flooding with water and one is concentrating on the use of
heat. The fourth project, if successful, will make it possible to
extract crude oil from finely-faulted limestone deposits, which have
hitherto been economically unworkable.

Under one projeot, the possibilities of extracting crude oil from shale
0il deposits are being developed.

The second project is developing modern equipment for taking core samples,
to be installed on board a service ship. o

The third project concerns new methods for investigating the mechanics of
the sea~bed.



Contimuing the development of the underwater tracked vehiocle, the same
firm is in the second three-year phase, designing additional advenced
equi pment.

Two projects concern the development of submersible craft for underwater
work and observation. One of them is designing a small submersible with
sophisticated equipment which cen be used in depths down to 1,000 metres.
The second project aims at developing a parent ship which in bad weather
can 'c'er‘ry on the wox-k of the submarines as a semi-submersible.

One projeot aime at a substantial improvement of existing televieicn
equipment for underwater observation.

One project is serving to 'bring about a further impmvement in teohniq\xes
of laying pipelines in d.eep water.

Flexible pipelines can do nmoh to simplify the construction and opera.t:.on
of underwater extraction systems. Under one pro.jeot further work ie to
be done on a flexible pipeline already tested and in widespread use in
small and medium diameters, -to increase the diameter. In a sscond
project, a completely new system of flexible pipelines for the traneport
of hydroca.rbo::e ‘d.thin prodnotion syetems \mdemter ie to be deaigned.

§ . rer ,' .

" The purpoee of one pro:;eet 1a to develop insulated pipeunee for the
short-range transport of liquid natural gas.

~ -
R VT
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For all water vehicles in service under the surface, it is advisable in
certain ;ircumstances to generate current inside the vehicle under the sea,
instead of transmitting current from the surface by cable. The main
technique available is the fuel cell. In one project, a high-capacity
fuel cell is to be developed and tested.

For delicate operations under the water's surface and in bad weather,
equipment which reduces the effects of the movement of the sea could be
of great use. In one project, a device is being developed and tested

which cen considerably reduce the effects of wave movements.

Under one project a new method for storing petroleum in caverns was to be
developed, which would also be suitable for use in difficult work '
conditions; but the applicant undertaking has cancelled this programme.
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SUPPORT GRANTED FOR_COMMUNITY PROJECTS

IN THE HYDROCARBONS SECTOR

FOR THE PERIOD 1975/1977

ANNEX III

PROJECT

SUPPORT

Investment
during the
period

1975/1977

(in u.a.

Rate of
support

Amount in
uo al

A.

B.

C.

IXPLORATION

Study of particular problems
involved in seismio
prospecting at sea

GERTH--CGG

Research into methodologies
and geophysical techniques
related to particularly
complex geological
gituations

AGIP-CGG
DRILLING

Design and development of
new drilling equipment for
a dynamically positioned
drillship

BEN OTECO LTD.

PRODUCTION SYSTEMS AND
PROCESSING OF HYDROCARBONS

Exploitation of oil and
gas fields in deep waters
using floating platforms

TECNOMARE SpA

3,888,950

5,280,000

3,708,0%

2,416,000

35%

35%

40%

40%

1,361,133

1,848,000

1 1483'200

966,400
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production platform
VICKERS LTD."

Research and developaent
project for production of

"t oil and ges from deep -

[
'n

.- waters ..o
'I'AYLOR WOODROW LTD,
Novel offshore prodnot:lon
system
BP-\TRADING- co. o - . \ .
Offshore production
bsyﬂtem ("Exboy" project)

' FREEMAN FOX & PARTNERS '
Production offshore in
Arotioc zones . L

. GERTH

Separation processes
BP TRADING CO.

Mobile offshore natural
gas liquifiocation plant

LNG and methanol (
production dn platforms

SALZGITTER AG

LNG loading amm
DAVID BROWN VOSFER L1D.

Mobile platform for ‘

- . power generation using ',
the gas production of
small oil fields

TEUTSCHE BABCOCK &
WILCOX AG .

wh ' W W nTr e Nle S L AN s S

Intermediate and deep sea-

PREUSSAG AG - B

)

o 7 THRND IR N e

6612000

.| 11,640,000

1,800,000

5,707,000

1,429,370

2,490,000

T R s R

- "40 423.000

© 1,634,700

2,800,000

s

s e

PR TR R I YRt

S O

..

1,769,200

4,656,000
* 720,000

‘2.282,800.

R A

t
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D.

E.

Development of an -
automated mooring system

WHARTON ENG. €O, LTD,

SECONDARY RECOVERY
TNCLUDING OIL SHALES

Improved crude oil product-
ion and treatment

BP TRADING CO.

Project of a pilot micro~
emulsion and polymer flood
in the Ch&teaurenard
reservoir

GERTH
Development of heavy oil

production processes in the
Federal Republic of Germany

WINTERSHALL

Hydrocarbon recovery from
chalk deposits

SHELL INTERNATTONAL
Exploitation of oil shale
deposits -

GERTH

SERVICE SHIPS, SUBMERSIBLES

AND SOIL INVESTIGATION

Geotechnical studies of-sea
bed and subsoil in deep
water conditions

CGG--SERCEL
Specialized service ship

for offshore soil
investigation

PREUSSAG AG

.1',800,000 M

1,492,000

3,500,000

1,385,000

11,665,745

353,000

197,000

3,508,196

an~

- 35% -

40%

40%

40%

‘40%

40%

| 40%

630,000

596,800

1,400,000

554,000

4,666,298

141,200

78,800

1,052,459

A e A, r e,
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G.

H.

"and inspection oporat:lona

- deep waters . \
| COFLEXTP . -~

Soil investigation in
the North Sea

FUGRO-CESCO

+

A submerged vehicle tool
system

WINN TECHNOLOGY LTD.

Design and construction of
a submarine vehiocle for work
("Telesub®)

TECNOMARE SpA

Service ship for submersibles
BRUKER-PHYSIK

Subsea viewing end
visualization system
FERRANTT OFFSHORE SYSTEMS LTD,

ENVIRONMENTAL nmnmg
Swell damper to protectf
offshore installations @ . .
BERTIN & (0. :

PIPE-LAYING I

New technology for pix;é; i
laying at sea

BOUYGUES
TRANSPORTATION BY PIPES

Development of & flexible

pipeline and laying,. lifting
and repair techniques for -

216,243

1,297,738

A

R
A}

' 7.: 907'.’ 276

i

3,858,750

667,'}200

1,240,000

%

" 82,873
"4540208

‘2,372,183

o

1,350,563

' 166,800
81,020

$ ' 609‘;990’
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High pressure hoses for
transport and exploitation
of vnderwater hydrocarbons

STANTARD TELEPHONES &
CLBLES LTD,

Cryogenic pipeline for LNG
transportation

OMNIUM TECHNIQUE IES
TPANSPORTS PAR PIPELINES
(0.7,P.)

PC'ER GENERATION UNDER THE

SnA
* aab amien

Development of fuel cells
as autonomous energy
gources underwater

ALSTHOM
STORAGE

Study on cavern storage
BP TRADING CO,

1,651,200

1,920,000

2,441,000

1,143,500

30%

30%

517,920

576,000

732,300

343,050

TOTAL

103,332,934

38,448,635
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