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Friday, March 5, 2010

Daunting to some, West Africa is the land of opportunity for many 
Houston oil and gas companies
Houston Business Journal - by Ford Gunter 

As far as the oil and gas industry is concerned, few places on Earth present as much opportunity as West Africa.

The list of Houston drillers, operators and service companies with a presence in West Africa is large — easily 30-plus. Two Sub-Saharan 

nations in the region — Nigeria and Angola — are members of the Organization of Petroleum Exporting Countries (Libya and 

Angola are the other two African members).

Nigeria, an OPEC member nation since 1971, ranks in the Top 12 in petroleum production, exports and proven reserves, and would likely 

top the list of countries with Houston companies operating inside its borders if not for the ongoing security issues that plague many 

nations in the region but Nigeria in particular.

The security concern is a common refrain, and, when coupled with other unique aspects of doing business in countries that struggle with 

poverty and corruption, it can make West Africa daunting to some.

“It is the wild, wild west,” says Sashe Dimitroff, a Houston-based partner with Haynes & Boone LLP who has represented a number of 

African nations in legal disputes.

“It’s a completely different set of rules, a completely different set of customs, a completely different set of laws,” he says. “For the guys 

who can do it — having the local distribution channels, being well-advised on what you can and can’t do and how to do it — there’s an 

awful lot of money to be made.”

Houston has hosted several high-profile events in recent years to promote interest in the region, including the 2007 West and Central 

Africa Oil and Gas Conference, and the 2007 appearance of George Ayittey, an economist from Ghana who has written several books on 

sustainable development in Africa. This past year, the Energy Forum at Rice University’s Baker Institute for Public Policy hosted a 

lecture on sustainable development, and the U.S. Trade and Development Agency sponsored a Houston visit from a high-ranking 

Ghanaian delegation that included the minister of energy to drum up interest in newly discovered offshore oil reserves estimated at more 

than 500 million barrels. Finally, in late February, Rice and the International Trade Center hosted a three-day Texas Africa Business 

Summit.

Enabled by the boom in oil and gas exploration, but operating outside its traditional boundaries, a few Houston companies are 

discovering their own niches in West Africa.

A Need for Oversight

In Equatorial Guinea, a tiny nation of fewer than 1 million people, government revenue has soared since the discovery of large oil reserves 

in 1996. The country is now the third-largest oil producer in Sub-Saharan Africa at around a half-million barrels a day. The $7.5 billion 

that it generates makes up more than 90 percent of its total exports. All that is buoyed in large part by the huge influx of foreign 

investment — and with that foreign investment came the need for oversight.

Last October, the government signed a multiyear contract with Houston-based UHY Advisors TX LLC to monitor its oil lease contracts 

with the majors.

“Equatorial Guinea has entered into production-sharing agreements with a number of U.S. companies, and we’ve been asked to look at 

those contracts and make sure these companies are in compliance,” says Barbara Shirley, the national practice leader for the company’s 

enterprise risk advisory services.

That means checking the books, subcontracts, expenses and production records to make sure the government has gotten its fair share of 

remittances.

“My group does a lot of consulting and contract compliance — not your typical audit and tax.,” she says.

More than 500 of UHY’s 1,200 employees are in Houston, ranking it fifth behind the “big four” accounting firms, in terms of size. All of 

the Equatorial Guinea operations are run out of the Houston office. At any given time, UHY has between six and eight employees on the 

ground over there, on a rotational basis, and three working in support in Houston.

Part of UHY’s duties include bringing along the 15 or so national auditors designated by the government.
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“Some have accounting skills and some don’t,” Shirley says. “We work with them to pick up additional auditor skills so they can take on 

some of this work themselves.”

Terms of the contract remain private, but the work is only for existing contracts.

“As new companies come in and drilling is increasing, there will be some new players, then all of that would have to be reviewed,” Shirley 

says.

Of course, UHY would like a shot at those contracts, as well as similar deals with other countries in the region.

“We’re hoping we can do some work for some of the other countries over there,” she says. “We have a number of clients in Gabon and 

Angola. Every day the world gets smaller, and even though we’re in Houston, there’s a lot of ties to Africa. It’s sort of a new frontier. A lot 

of companies that are not afraid to take some risks are over there, or are thinking of getting over there.”

A Need for Infrastructure

Five doors down, clocking northwest along the Gulf of Guinea, sits Ghana, traditionally (and still) one of the world’s top gold producers. 

In 2007, following a huge oil discovery, things accelerated quickly for Ghana. Oil companies and service providers flocked in, boosting 

extraction and production, but also exposing the country’s glaring need for infrastructure improvements.

Enter HPI LLC, a Houston-based boutique company for turnkey engineering, procurement and construction, or EPC, power plant work 

that has been operating in Iraq and Kuwait, among others. The company broke ground in mid-January on a $200 million-plus, 132-

megawatt power plant commissioned by the Volta River Authority.

“One of the reasons why the West considers Ghana a safe investment is its relatively stable economy,” says Hal Pontez, HPI president and 

chief executive. “The discovery of hydrocarbons offshore doesn’t hurt their credit capacity and borrowing base.”

Pontez and company actually signed the contract in December 2008, but was delayed by politics when the incoming presidential 

administration sat on (or tore up) most contracts signed under the outgoing president.

“We were completely insured by the Canadian government,” Pontez says of the Economic Development Corporation ministry of Canada, 

the prime contractor. “We recognized that there’s not money in the coffers for large capital expenditures, so we go out and find financing 

to take the burden off the shoulders of the country.”

Essentially, the deal was too good to lose, and HPI eventually got the attention and support of the new regime.

“As with anything political, a lot of the pet projects fall off the agenda,” says John Filla, HPI vice president. “Ours was one of the first to 

stay on the docket.”

HPI’s distributed power concept uses high-efficiency turbine engines from Zorya-Mashproekt, the Ukrainian state gas turbine 

manufacturer, powered by a dual fuel source of light crude or natural gas.

“We’re using ex-Soviet naval propulsion unit engines,” Pontez says.

The prefab plants are advertised as quick and easy to build, and even easier to upgrade, which is big for a country that produces less than 

2,000 MW right now — mainly from hydro — and anticipates needing 3,000 more by 2015.

“We could double the size of the plant very, very easily, taking advantage of nonrecurring costs like engineering, mobilization of 

expatriates, heavy equipment,” Pontez says.

HPI expects the plant to be operational by the summer or fall of 2011, at which point the equity owners will start selling the electricity to 

the Ghanian grid.

“We’re basically merchant power plants,” Filla says. “We’re more interested in building the power plants than owning them.”

With this lean and mean model, Filla and Pontez see a lot of opportunity in Ghana and beyond.

“There is a history of projects that have failed since 2001, almost all of which required economic and financial participation from the 

government, which is why our model works so well,” Pontez says. “There are at least three other plants in various stages of completion, 

and we’re seriously looking at talking with ministry officials in Ghana about assuming the role of completing them.”

“Our business model is developing nations of all types, but we’re specifically interested in countries that are behind the curve in their 

ability to put sufficient electrical power on their networks,” Filla says. “They have the funding or borrowing capacity, but not the 

wherewithal.”

That means HPI is a perfect fit for the nouveau riche of international oil and gas exploration.

“The next one on the list seems to be Angola,” Filla says. “We’ll take a trip there in the second half of the year.”

The uncertain element

Of course, business in the wild, wild west is not without its pitfalls, and they can be more arcane — yet brazen — than rebel gunboats in 

the Niger River delta.
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In early February, the government of Ghana blocked the $4 billion sale of offshore lease assets from Kosmos Energy LLC to Exxon 

Mobil Corp., saying the state-owned Ghana National Petroleum Corp. is the only company allowed to buy the Dallas-based 

company’s stake. At press time, this issue remained unresolved.

“The biggest issue in West Africa is the political uncertainty,” Dimitroff says. “The opportunities have always been there but the biggest 

stumbling block has always been the local governments.”

A number of companies suffered through embarrassing bribery scandals that violated the U.S. Foreign Corrupt Practices Act, which is not 

enforced in China and Russia and other oil-hungry nations. History shows that frontiers are eventually tamed, and the ways of doing 

business usually get in line with the rest of the world, but it takes time.

“I think we all hope that the rules become more Westernized, but the reality is that until there is a serious change in the local 

governments, we have to adapt to doing business in a way that works for them, makes business sense for us and complies with U.S. law,” 

Dimitroff says. “It’s not always an easy mix, but with the natural resources that are available, it is worth taking on.”
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