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Dili takes control of Greater Sunrise project in
huge gamble

28 December 2018 | Timor-Leste

T he fate of the Greater Sunrise gas project in Timor-Leste hangs in the balance after two

of the main investors pulled out, selling their equity shares to the government of
Timor-Leste. This gives Dili much greater control of the scheme, allowing it to demand that
the planned liquefied natural gas (LNG) plant is built on its territory rather than in Australia.
Yet it also makes the process of securing the required investment more difficult, casting the
entire venture in doubt.

ConocoPhillips agreed to sell its 30% stake in the project and equity in the associated offshore
upstream Timorese and Australian blocks to the government of Timor-Leste for $350 million in
October. Just one month later, Shell announced that it would sell its 26.56% share for $300
million. About 20% of the field’s reserves lie within the Joint Petroleum Development Area
(JPDA) with Australia.

The Sunrise and Troubadour gas and condensate fields, which comprise Greater Sunrise, are
located roughly 150 km southeast of Timor-Leste. They hold an estimated 5.13 trillion cubic
feet of natural gas and 225.9 million barrels of condensate. A consortium of Woodside
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Petroleum, Shell, ConocoPhillips and Osaka Gas decided to develop a LNG project using the
reserves but no progress was made for many years because of a maritime territorial dispute
between Dili and Canberra.

In March, the two governments signed a maritime boundary delimitation treaty, appearing
to break the impasse. However, the thorny question of whether to process the gas at an
existing LNG plant at Darwin in Australia’s Northern Territory, or at a proposed plant in
Timor-Leste continued to dog the scheme. A third option also emerged in the form of a
floating LNG (FLNG) vessel that would obviate the need for any transmission pipeline.
FLNGs, which are ships with LNG liquefaction, storage and offloading capacity, have only
been developed in the past couple of years and are still very rare.

The project consortium was keen to utilise the existing gas pipeline that runs from Timor-
Leste’s Bayu Undan field, which lies at the opposite corner of the JPDA to Greater Sunrise, to
the Darwin LNG plant. Bayu Undan’s gas reserves are currently Timor-Leste’s main source
of income but are expected to become exhausted soon after 2022, which would allow gas
from Greater Sunrise to be transported via the line if it were extended across the JPDA. This
extension would be shorter and so cheaper than a pipeline from Greater Sunrise to Timor-
Leste. In the same way, using the Darwin LNG plant would be far cheaper than building a new
liquefaction facility onshore Timor-Leste.

The withdrawal

When the delimitation treaty was concluded in March, the odds seemed slightly in favour of
the gas being piped to Darwin rather than Timor-Leste, partly because the former would
increase Dili’s share of the revenues from 70% to 80% to compensate for the loss of
industrial development and job creation via the LNG plant. However, over the course of 2018
it became clear that Timor-Leste was not going to back down over its insistence that it
should host the LNG facility. Dili’s insistence that the gas be liquefied at a proposed plant at
Beaco on the south coast appears to have prompted Shell and ConocoPhillips to pull out of
the scheme.

Explaining her company’s withdrawal, the chairperson of Shell Australia, Zoe Yujnovich,
said: “We respect the Timor-Leste government’s determination to develop the Sunrise fields
through an onshore LNG facility on its south coast. Although we formed different views
about the optimal development scenario, we understand the priorities of the Timor-Leste
government and wish it well in pursuing its aspirations to develop this important resource
for the nation.”

ConocoPhillips also cited differences with the government over the development plan for its
decision to divest its stake. The US firm continues to operate the Bayu Undan project and will
now focus on identifying alternative sources of supply for its Darwin LNG facility. Xanana
Gusmao, Timor-Leste’s special representative in the talks and also a former prime minister,
commented: “Timor-Leste appreciates Shell’s willingness to sell its interests in the Greater
Sunrise project...Shell’s attitude throughout the negotiations shows that it is ready to
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