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RECORD OF CONVERSATION: MR DOWNER AND BHP BILLITON

**% THE FOLLOWING CONTAINS SENSITIVE INFORMATION ***

START OF SUMMARY

CABLE GIVES RECORD OF CONVERSATION WHICH TOOK PLACE IN LONDON ON 19
MAY BETWEEN THE MINISTER FOR FOREIGN AFFAIRS AND TRADE, BHP BILLITON
EXECUTIVES AND SIR MALCOLM RIFKIND (MIDDLE EAST CONSULTANT) RELATING

TO THE HALFAYAH OILFIELD IN IRAQ.
END OF SUMMARY
RECORD OF CONVERSATION BETWEEN:

MINISTER FOR FOREIGN AFFAIRS AND BHP BILLITON

ON: 19 MAY 2003
AT: STOKE LODGE LONDON

OFFICERS PRESENT:

SIR MALCOLM RIFKIND, MIDDLE EAST CONSULTANT
. MR DAVID WALKER, PRESIDENT, UK, NORTH AFRICA AND MIDDLE EAST

DEVELOPMENT AND OPERATIONS
MR TOM HARLEY, VICE PRESIDENT, MERGERS, ACQUISITIONS AND DIVESTMENTS

MR DAVID REGAN, TEAM LEADER, INTERNATIONAL BUSINESS DEVELOPMENT,
NORTH AFRICA AND MIDDLE EAST

HE MR MICHAEL L'ESTRANGE, HIGH COMMISSIONER
MR JOSHUA FRYDENBERG, SENIOR ADVISER

MR BILL PATERSON, FAS, IRAQ TASK FORCE

MS MELISSA HITCHMAN, FIRST SECRETARY
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MAIﬂ'!UBJECTS: BHP BILLITON RIGHTS TO HALFAYAH OILFIELD IRAQ
REPORT PREPARED: BY MELISSA HITCHMAN

REPORT CLEARED BY: JOSHUA FRYDENBERG

MR REGAN GAVE A PRESENTATION OF BHP BILLITON'S INTEREST IN THE
HALFAYAH OILFIELD IN IRAQ. HALFAYAH IS ONE QOF FIVE STRATEGIC,
UNDEVELOPED OILFIELDS SITUATED IN SOUTHERN IRAQ. IT CONTAINS NEARLY
FIVE BILLION BARRELS OF RECOVERABLE OIL AND IS EQUIVALENT IN SIZE TO
THE ORIGINAL OIL RESERVES DISCOVERED IN BASS STRAIT. THE DEVELOPMENT
OF THE FIELD WOULD COMPRISE AN INVESTMENT OF AROUND USS$2 BILLION,
WITH PRODUCTION COMMENCING AT 50,000 BARRELS OF OIL PER DAY

ESCALATING TO 250,000 LONG TERM.

2. (IRAQ'S TOTAL OIL PRODUCTION BEFORE THE WAR WAS 2 MILLION
BARRELS PER DAY, WHICH MR REGAN JUDGED COULD BE INCREASED TO 6
MILLION PER DAY IF GREENFIELD SITES SUCH AS HALFAYAH WERE EXPLOITED:
70 PER CENT OF THE COUNTRY REMAINED UNEXPLORED. IRAQ HAD EXTENSIVE
GAS RESERVES ALSO, WHICH EVENTUALLY COULD BE DELIVERED TO EUROPE

THROUGH TURKEY) .

3. MR REGAN SAID THAT, IN THE MID TO LATE 1990S, NEGOTIATIONS WERE
HELD BETWEEN THE MINISTRY OF OIL IN BAGHDAD AND A NUMBER OF WESTERN
COMPANIES WHO WERE INVITED TO AGREE PLANS FOR THE DEVELOPMENT OF THE
FIVE STRATEGIC OILFIELDS. NEGOTIATIONS WERE CONCLUDED BETWEEN LUKOIL

OF RUSSIA FOR WEST QURNA, TOTAL AND ELF (NOW TOTALFINAELF) OF FRANCE
FOR MAJNOON AND NAHR UMR, ENI OF ITALY FOR NASSIRIYAH (WITH
COMPETITION FOR REPSOL OF SPAIN), AND BHP FOR HALFAYAH.

4. MR REGAN EMPHASISED THAT, ALTHOUGH THE TECHNICAL DETAILS AND
COMMERCTIAL DOCUMENTATION OF THE DEVELOPMENT PLAN FOR HALFAYAH WERE
SUBSTANTIALLY AGREED WITH THE IRAQI AUTHORITIES IN 1996/7, THE
AGREEMENTS WERE NOT EXECUTED. THIS WAS DUE TO THE EXISTENCE OF THE
SANCTIONS REGIME AND, REGAN CLAIMED, WITH THE AGREEMENT OF THE
AUSTRALIAN GOVERNMENT. IN ADDITION TO HALFAYAH, BHP CONSIDERED OTHER
FOLLOW-UP OPPORTUNITIES INCLUDING LONG TERM EXPLORATION AND
DEVELOPMENT PROJECTS SUCH AS EXPLORATION BLOCK 6 IN THE WESTERN

DESERT.

. 5. MR HARLEY ADDED THAT IN SEPTEMBER 2000 BHP TRANSFERRED RIGHTS IN

HALFAYAH TO A JOINT VENTURE LED BY TIGRIS PETROLEUM, HEADED BY BHP
EXECUTIVES WHO WERE RESPONSIBLE FOR THE ORIGINAL NEGOTIATIONS ON
HALFAYAH. TIGRIS WAS RESPONSIBLE FOR MAINTAINING RELATIONSHIPS WITH
IRAQ BY WORKING ON OIL-FOR-FOOD RELATED PROJECTS UNTIL A NORMAL
POLITICAL SITUATION COULD BE ESTABLISHED IN IRAQ. THIS ARRANGEMENT
WAS JUDGED BY ALL PARTIES TO GIVE AUSTRALIA THE MAXIMUM CHANCE OF
SECURING THE HALFAYAH FIELD INVESTMENT.

6. MR HARLEY REVEALED THAT THE TIGRIS/BHP CONSORTIUM WAS IN
DISCUSSIONS WITH BRITISH DUTCH (SHELL) ON THE LONG TERM DEVELOPMENT
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