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The Egyptian Ministry of Petroleum and BP Egypt have signed a memorandum of commencement 
for BP’s new projects in Egypt. The company plans on spending up to $12bn to progress the 
production of 3bn boe. This will include development of the West Nile Delta (WND) project, 
exploration and resource appraisal activities, East Nile Delta operations and future activities and 
Gulf of Suez operations and future activities. The WND project has a target of 5tn cf of gas resources 
and 55mn barrels of condensate. This major development is expected to reach up to 1.2bn cf/d, 
equivalent to more than 25% of Egypt’s current production and will be directed in its entirety to 
the domestic market. 
 
Low prices could undermine bid round 
While Mozambique’s previous two oil and gas licensing rounds have had limited success, the 
country will be hoping that recent discoveries and its revised fiscal environment will create and 
investment boost during its latest bid round, says GlobalData. Revisions to Mozambique’s upstream 
fiscal and regulatory regime include introducing new petroleum and petroleum tax laws in 2014 
and renegotiating the fiscal terms for the Rovuma Areas 1 and 4 LNG projects, which are operated 
by Eni and Anadarko, respectively. 
 
According to Reece Straker, GlobalData’s Upstream Fiscal Analyst, the competitiveness of bidding 
will test the attractiveness of the updated regime during Mozambique’s fifth and latest bid round, 
which is scheduled to end on April 30. ‘By providing fiscal stability to new and existing licence 
holders, as well as the influential Rovuma projects, Mozambique has increased investor confidence. 
Not only will this stability directly encourage potential bidders, it will provide greater belief in the 
future development of LNG facilities associated with the huge Rovuma fields. Interest in the bid 
round has also been bolstered by the large number of discoveries made since the fourth round and 
the fact that these include major gas discoveries in the Rovuma Basin. To fully exploit this interest, 
Mozambique has significantly increased the number of blocks on offer.’ 
 
The analyst notes that alongside these positive factors, there are also influences that may limit the 
attractiveness of the opportunities on offer in the fifth licensing round and restrict the number of 
bids. ‘The recent decline in oil and LNG prices is a substantial obstacle to investment and will have 
tempered expectations. Potential bidders are likely to be much more cautious with new 
investments, not least because many of the blocks on offer in this licensing round are in high – cost, 
ultra – deepwater areas. If the current challenges to ultra – deepwater development prove too large 
for investors in this round, Mozambique may need to further amend its fiscal terms to kick – start 
development in promising areas. However, the government will be hoping to achieve some 
moderate success by providing a variety of areas as part of the round. 
 
Refiners’ dismay at EU greenhouse gas targets 
European Union environment ministers have confirmed their commitment to a binding target of at 
least a 40% domestic reduction in greenhouse gas emissions by 2030, compared to 1990, despite a 
warning from refining industry body FuelsEurope that this is ‘technologically and economically 
unachievable’, reports Alan Osborn. 
 
Meeting in early March to prepare for the UN Framework Convention on Climate Change (UNFCCC) 
conference in Paris, which runs from 30 November to 11 December, the EU Council of Ministers for 
the Environment said that presenting the EU’s common and ambitious position in Paris was ‘crucial 
for the EU’s credibility as leader in the fight against climate change’. 
 



However, FuelsEurope, which represents the interests of the 42 companies with refining operations 
in the European Economic Area (plus Norway, Iceland and Liechtenstein), said that an 
unconditional and unilateral EU binding target of 40% greenhouse gas (GHG) reduction by 2030 
‘will contribute little to global reductions unless other regions make similar contributions, but 
could undermine the competitiveness and future of vital industrial sectors and associated jobs in 
the EU’. 
 
In a note sent to Petroleum Review, FuelsEurope said that unless an adequate number of free 
allowances were made available, the necessary cuts in GHG emissions by energy – intensive 
industries ‘can only result in additional costs and / or production cuts’. 
 
New hydrogen fuelling stations open in the UK 
The UK’s fledgling hydrogen infrastructure has been boosted by the opening of new fuelling 
stations in Aberdeen and Hendon, north – west London, reports Energy World. 
 
Claimed to be the UK’s first hydrogen production and bus refueling station, the Aberdeen Hydrogen 
Bus Project in Scotland has been opened as part of a £19mn green transport demonstration project 
in the city, home of Europe’s largest hydrogen bus fleet. The project has backing from Europe, the 
UK and Scottish governments, as well as a range of private sector partners. The refueling station, at 
Aberdeen City Council’s Kittybrewster depot, is owned and operated by BOC, a Member of the Linde 
Group. It will fuel 10 Van Hool hydrogen fuel cell buses. 
 
Meanwhile, the UK’s first hydrogen station to be hosted by a supermarket has been opened at 
Sainsbury’s Hendon store. Owned and operated by Air Products, this latest addition strengthens a 
network of hydrogen stations operating in London, including a newly upgraded and publicly 
accessible dispenser at Heathrow. 
 
All roads lead to synthetics on global lubricants markets 
Low viscosity SAE OW – XX passenger car motor oil (PCMO) accounted for under 5% of the total 
global PCMO demand in 2014 and 5W – XX and 0W – XX combined accounted for some 40% during 
this period. The demand for 0W – XX grade is forecast to increase to over 7% by 2023, according to 
data recently published by global market research and management consulting firm Kline & 
Company. The continuing global migration to lower viscosity grade PCMO is expected to result in 
higher penetration of synthetics and semi – synthetics, higher revenues, and, conversely, longer oil 
drain intervals and suppressed overall PCMO growth. 
 
The increasing demand for lower viscosity PCMO is driven by its ability to improve fuel economy; 
and original equipment manufacturers (OEMs) recommending these oils to maximize performance 
and converting their factory and service fill requirements to these low viscosity grade products. In 
the past, 0Ws would only be found in high performance sports cars and ultra luxury vehicles. 
Today, a base model Toyota Corolla leaves the factory with 0W – 20 in its crankcase, according to 
the market analyst. 
 
The GF – 6 products in 2017 / 2018 is expected to create additional technical demand for these 
lower viscosity grade products. 
 
Given the natural of 0Ws and the formulation requirements, these products fall into the full 
synthetic category and offer lubricant suppliers, distributors, installed service providers, and 
retailers better revenue opportunities compared to conventional PCMO. Conversely, synthetic 
PCMO enables extended oil drain intervals, which, depending on the OEM and driving patterns and 



operating conditions, can be anywhere from one oil change every six to 12 months to upwards of 
one every 18 to 24 months, suppressing overall volume and growth rates. 
 
George Morvey, Industry Manager for Kline’s Energy Practice, comment: ‘As government and OEM 
recommendations become universal, the shift towards 0Ws and low viscosity grade products will 
persist. Furthermore as engine and bolt – on hardware technologies such as turbochargers and 
gasoline direct injection evolve to reduce emissions and improve fuel economy, the shift will also 
play a role in driving demand for synthetic lubricants. Moreover, as new vehicles enter the vehicle 
parc, demand for synthetics will also rise.’ In 2013, there were over 70 million new privately – 
owned vehicle purchased globally, and this number is forecast to rise at a rate of 3% per annum 
until 2023, expecting over 100 million vehicles purchased. 
 
Morvey adds: ‘The development of the synthetic market comes from different fronts. In the 
automotive industry, for example, OEMs had different countries. Now, OEMs are converging to 
global platform with global specifications. What we now see is that the type of oil you put in the car 
that is built in the US will be the same type of oil, regardless of where you purchased the vehicle.’ 
The coming ubiquitous presence of synthetics allows brands and marketers to focus on maintaining 
a simple synthetic product portfolio that can be used across global markets. 
 
Milford Haven refinery to be converted oil storage terminal 
Puma Energy (co – owned by Swiss commodity company Trafigura and Angola’s state oil company 
Sonangol) has acquired a series of UK assets from Murco Petroleum, a subsidiary of Murphy Oil 
Corporation. The deal includes the Milford Haven facility in Wales and three inland terminals at 
Westerleigh, Theale and Bedworth, as well as Murco’s wholesale and distribution business in the 
UK. The acquisition adds approximately 1.4mn cm of storage capacity to Puma Energy’s midstream 
operations of 5.6mn cm. 
 
Under the terms of the agreement, which represents Singapore – based Puma Energy’s first 
acquisition in the UK, the company will convert the Milford Haven site into a state – of – the – art 
storage facility, reportedly taking on all the terminal and distribution employees. 
 
As noted in Petroleum Review’s Retail Marketing Survey, the UK has become increasingly reliant on 
fuel imports following a raft of refinery closures (including Milford Haven). This trend has created 
opportunities for storage and distribution operations. 
 
Puma Energy also recently signed a sales and purchase agreement with BP Australia to buy its 
Australian bitumen business, subject to regulatory approvals. The company is one of that largest 
traders of bitumen, with a worldwide distribution and marketing network, owning and operating 
one of the world’s largest bitumen vessel fleets. 
 
Puma Energy Australia General Manager Ray Taylor said the decision to acquire the bitumen 
business comes at a time when the Australian bitumen market is going through transition. ‘The 
Australian bitumen market is increasingly reliant on imports after the shutdown of several 
refineries. Our global supply and distribution network and our fleet of vessels ensure supply 
security and enable us to source high quality and competitively priced products for our customers’. 
 
Russian ESPO Blend supplies on the rise 
Shipments to China are driving exports of ESPO Blend crude from the Russian port of Kozmino 
Exports of ESPO Blend crude from Russia’s far east port of Kozmino are still on the increase, led by 
shipments to China, according to Argus China Petroleum. Kozmino loadings were scheduled at a 



record high of 620,000 b/d in March, against 610,000 b/d in February and 580,000 b/d in January. 
They should average 600,000 b/d in 1Q2015 and 630,000 b/d in the 2Q, compared with 520,000 
b/d in October – December 2014. China’s Russian crude imports hit an all – time high of 900,000 
b/d in December, overtaking Angola to become the country’s second – largest crude supplier. 
 
China will absorb much of this increase, with CNPC due to start receiving 65,000 b/d from Rosneft 
in the second quarter. Rosneft exported a 730,000 barrel cargo to CNPC in January, two in February 
and was due to deliver four in March. CNPC’s seaborne deliveries are expected to average 90,000 
b/d in 2015. 
 
Rosneft is supposed to supply 400,000 b/d to CNPC this year. It supplies slightly over 300,000 b/d 
by pipeline to CNPC refineries in north – east China. However, the pipeline is operating at capacity, 
because CNPC has not expanded it, forcing Rosneft to load the crude onto tankers at Kozmino. CNPC 
seaborne loadings were due to reach parity with loadings by Sinopec – to date the main importer of 
seaborne crude – in March at around 100,000 b/d. State – owned oil firms Sinochem and 
ChemChina will each load around 25,000 b/d. 
 
Were the oil to be sold on a spot basis, it would add to overall supply and put pressure on the 
premium to Mideast Gulf marker Dubai crude. But rising supply has not, so far, undermined ESPO 
Blend prices. All of the additional crude – barring three cargoes loading under a 2012 swap deal 
between Kazakh and Russian producers – is going to CNPC under the latter’s term contract with 
Rosneft. CNPC pays a price based on the Kozmino spot price plus a $1.50 /b transport discount 
meant to reflect the lower costs of delivering crude by pipeline rather than ship. 
 
ESPO Blend seaborne premiums to Dubai have almost doubled since January to $3.30/b. 
 
Growing supply and increased volatility 
For the LNG market, 2015 will be marked by increasing volatility as we see new ‘waves’ of supply 
start to add volume together with new markets opening up, according to BG Group’s recently 
published global LNG market outlook. 
 
Andrew Walker, BG Group Vice President of Global LNG, commented: ‘After four years of flat supply 
we are entering a period of supply growth. 2014 marked the start – up of a new wave of supply 
from Australia. This will be joined by the first volumes from the US Gulf of Mexico around the end of 
2015. This new supply will be absorbed by continued growth in Asian demand, together with the 
creation of up to six new market in 2015, further diversifying the LNG trade and opening up new 
sales opportunities.’ 
 
‘While we see good growth in LNG imports into Asia in 2015, key influences that will affect demand 
include the rate of return of Japanese nuclear power – plants, economic growth rates for China and 
South Korea, as well as when the new markets begin importing. Over the longer – term BG Group 
continues to expect LNG trade worldwide to exceed 400mn t/y by 2025, representing an annual 
growth rate of around 5% - almost twice the rate of expected growth in global gas consumption.’ 
 
Although the industry expects five new liquefaction trains and one floating LNG (FLNG) production 
facility to start – up in 2015, Dr Waler noted that: ‘These will be towards the end to the year, 
limiting incremental supply in 2015 to around 7mn tones. How the market responds to the growing 
volumes in 2016 and 2017 will be a key factor to watch. We expect the LNG market to become more 
volatile over the next few years as it responds to “lumpy” supply and market – side additions plus 
exogenous supply and demand factors.’ He also said: ‘We see fewer final investment decisions being 



taken in 2015 than previously expected, which will mean less LNG is available to the market at the 
end of the decade. This uncertainty brings into sharper focus the attractiveness of flexible supply 
portfolios which can respond to changing market dynamics.’ 
 
 


