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Wintershall drilling subsea first in Norway 
German oil and gas producer Wintershall began drilling in the Maria field in March 2017, writes Anna 
Cole-Bailey. With reserves estimated in the region of up to 180mn barrels, Maria is Wintershall’s first 
subsea field in Norway. The field is at a depth of 300 metres in the Haltenbanken area of the 
Norwegian Sea and investment in the project is estimated to be around NKr15bn ($1.76mn). Maria 
will be tied back to the existing Kristin, Heidrun and Asgard B field facilities. 
 
The company reached a historic level of production in 2016 of 165mn boe – increasing its production 
in the last decade by around 50%. It has also doubled its commercially recovery oil and gas reserves 
from 814mn boe to 1.62mn boe in this period. Based in Kassel, Wintershall is the largest 
internationally active crude oil and natural gas producer in Germany. 
 
At its annual press conference in March this year, Wintershall CEO Mario Mehren, put the 
company’s success down to ‘making the right investment early ... in oil and gas fields in regions with 
low production costs and in expanding strong partnership’. He added that the company is ‘benefiting 
from its diversified portfolio with low production and reserve replacement costs – especially in areas 
like Russia and Argentina’. Wintershall has interests in 15 onshore and offshore fields in Argentina 
and a 50% share in the development of block 1A of the Ahcimov formation in the Urengoy field in 
Western Siberia. By the end of January 2017 some 80 wells were producing from Urengoy and it is 
planned to develop blocks 4A and 5A of the Ahcimov formation in partnership with Gazprom. 
 
The much higher production volumes in 2016 came primarily from Norway and Russia. Norway 
remains a ‘core region’ for Wintershall, stated Mehren. He also noted that the company plans to 
invest €4.4bn in oil and gas activities by 2021, with Russia, Argentina and Norway as top areas of 
interest and ‘spending discipline’ a key area of focus. 
 
The US State Department has approved TransCanada’s Keystone XL oil pipeline permit 
With TransCanada’s Keystone XL project coming back from the dead shortly after the Trump 
Administration came into power, it’s interesting to note the market dynamics that will surround this 
line if/when it does, in fact, come online, write Platts Anaytics’ JennaDelaney and Travis Whalen. 
Initial expectations had been for a two –year construction timeline, which would place the line in 
service in mid – to late – 2019 the absolute earliest, assuming an approval process that could run 
from six month to one year. A more conservative timeline for the project being fully operational is 
closer in mid – 2021, which is the assumption used for the following analysis. 
 
Not only is production from oil sands projects in Western Canada expected to grow over the next 
few years, conventional production is also forecast to rise based on current drilling activity. As prices 
have risen on the back of the OPEC production cut deal, both rig counts and, subsequently, well 
completions have strengthened tremendously. Overall, marketable crude oil from Western Canada 
is expected to average 5.4mn b/d in 2021, which is more than 1mn b/d above where production is 
expected to be in 2017. 
 
Pipeline takeaway from Western Canada is already constrained, which has necessitated the use of 
rail cars to move crude oil. In 2016, on average two to three unit trains per day were needed to 
move oil out of the region due to lack of pipeline space. At the rate production is currently expected 
to increase, the need for crude – by – rail will rise to four to five unit trains per day during 2019. In 
2020 some relief will come to Western Canada in the form of Kinder Morgan’s Trans Mountain 
expansion, but that takeaway addition alone will not remove the need to continue shipping some 
barrels by rail. 



 
By 2021 we anticipate both TransCanada’s Keystone XL and Energy East pipeline will come online. 
These pipelines are expected to fill quickly, with overall average in 2022. By late 2025, using a 
modestly optimistic outlook for additional production from Greenfield oil sands projects and 
continuing the current trend in drilling activity, pipeline takeaway will once again become 
constrained, necessitating some barrels to move back to crude – by – rail. With much uncertainty 
remaining around whether the Energy East pipeline will ultimately be approved, the appeal of 
moving forward with keystone XL becomes all the more evident. 
 
Why Keystone XL? 
The argument for Keystone XL extends beyond the immediate need to move production out of 
Western Canada. For many years, Canadian producers had hoped for an outlet to tidewater that 
would provide easier access to global crude prices. While the gap between Brent and WTI has 
narrowed substantially since the peak constraints early the decade, accessibility to global markets 
has remained focal point for many producers. 
 
Keystone XL offers only indirect access to these markets, which was part of why it often seemed to 
draw less government support than the competing Trans Mountain and Energy East projects. What 
the southern route offers that these two export pipelines do not, however, is the most direct access 
yet to the Gulf Coast, the largest collection of heavy crude refining capacity in the world. While that 
hasn’t made Canadian crude a go to option for many refineries in the region to this refineries in the 
region to this point, Keystone XL could benefit from a changing production outlook for the Gulf 
Coast’s traditional supplier – Mexico. 
 
The US southern neighbour provided more than 40% of heavy crude refined in the Gulf Coast in 
2016, already down by more than half at the start of the decade, as production there continues its 
long decline. The Mexican government hopes the recent liberalisation of its energy industry could 
help reverse those declines, and indeed Eni recently announced successful production from the first 
drilling from that policy shift, but that crude is expected to fall firmly on the lighter end of the 
spectrum. As US refiners struggle to absorb resurgent domestic light production, it seems likely 
Mexico might need to look further afield to sell its new light crudes. That leaves the door wide open 
for the heavy Canadian crudes expected to flow down Keystone XL. 
 
Chevron to exit sub – Saharan Africa downstream sector 
China Petroleum and Chemical Corporation (Sinopec) has acquired from Chevron Global energy 
some 75% of its shares in Chevron South Africa and 100%of the shares in Chevron Botswana. The 
deal heralds Chevron’s exit from, and Sinopec’s entry into, the South African and Botswanan 
downstream markets. 
 
Chevron South Africa and Chevron Botswana collectively form one of the largest integrated 
downstream oil businesses in sub – Saharan Africa. The business is focused on the refining and 
marketing of road transportation fuels and other refined products primarily through a network of 
over 800 sites serving motorists across South Africa and Botswana. Chevron South Africa’s refinery in 
Cape Town has a crude processing capacity of over 100,000 b/d and is the only refinery in the 
Western Cape. It supports the marketing operations of Chevron South Africa and Chevron Botswana 
as well as supplying a significant portion of refined product demand in the wider region. 
 
DLA Piper’s Carolyn Dong, Head of Energy (China), and Charles Morrison, Head of the London Oil and 
Gas team, co – led the team that advised Sinopec during the acquisition. According to Dong: ‘Africa 
is a very important market for Chinese investment and this deal forms part of that wider economic 



and trading relationship, especially as Chinese companies increase their investment in line with 
China’s “One Belt One Road” trade initiative.’ 
 
In other 2017 deals, a DLA Piper team also led by Morrison, advised Victoria Oil and Gas on its 
complex farm – out and gas on its complex farm – out arrangement with Bowleven, relating to the 
production sharing contract (PSC) for the Bomono block in Cameroon. The Bomono permit is located 
in the onshore extension of the Douala Basin. The acreage is characterised by numerous surface oil 
seeps but is largely unexplored by modern exploration methods. The farm – out will see Gaz du 
Cameroun Bomono, a wholly owned subsidiary of VOG, take an 80% stake in the Bomono PSC, with 
Bowleven keeping the remainder and continuing as operator.  
 
The team has also been advising the Palestinian Energy Authority and the Office of the Quartet in 
Jerusalem on a project to deliver gas by means of pipeline through Israel to Gaza. Likewise, the China 
– based energy team, led by Dong, has recently assisted the largest private natural gas company in 
China, ENN Ecological holdings on its acquisition of an 11.72% stake in the Austrian – listed oil and 
gas company Santos, from Hony Capital for $750mn. ENN supplies natural gas to more than 12mn 
households in 152 cities across China and more than 56,000 industrial and commercial users. ENN 
has become that largest shareholder in Santos. The acquisition marks ENN Group’s first exposure to 
the upstream part of the value chain. 
 
The EC has invited interest parties to comment on Gazprom proposals to address EU concerns on 
anti – trust rules 
The European Commission and the Russian giant Gazprom have moved closer to striking a deal over 
the company’s competitive behaviour in the European Union (EU), writes Diana Yordanova in 
Brussels. On 13 March 2017 the EU Competition Commission Margrethe Vestager invited all 
interested parties to comment on Gazprom commitments to address concerns that the company in 
breaking EU anti – trust rules. The comments were to cover Gazprom sales and commercial activity 
in eight EU countries – Bulgaria, the Czech Republic, Estonia, Latvia, Lithuania, Poland, Hungary and 
Slovakia. 
 
After the Commission sent a Statement of Objections to Gazprom in April 2015, the Russian energy 
company tabled promises to avoid anti – competitive actions just before Christmas 2016. 
 
One of the key promises is to remove all provisions in contracts with customers that prohibit them 
from re – selling gas across EU borders. Furthermore, Gazprom has said it may help EU countries, 
such as Bulgaria and the Baltic states, which lack access to cross – border interconnections, offering 
to further integrate these states into international gas networks and deliver gas for fixed and 
transparent fees. 
 
Gazprom has also promised to link prices to ‘competitive benchmarks’ such as liquid hub prices. In 
addition, it has stressed that price rates could be negotiated. Finally, Gazprom has promised not to 
take advantage of its dominant market position on the gas supply market position on the gas supply 
market to obtain rights relating to infrastructure. 
 
‘We think that they provide a forward – looking solution to fix the issue,’ said the Danish 
Commissioner, adding that the commitments can help ‘to better integrate the market and will 
enable the free flow of gas in central and Eastern Europe at competitive prices’. 
 
Gas distributors and users will have seven weeks (until 4 May 2017) to submit their comments. If 
support is secured, Gazprom’s promises will become legally binding. If it breaches them, the 



Commission could fine the Russian gas supplier 10% of its annual turnover without having to stage a 
new competition investigation. 
 
Shell voted oil and gas brand leader 
Shell has retained its position as the world’s most ‘valuable’ oil and gas brand with a brand value of 
$37bn, up from $31.6bn last year, according to Brand Finance’s latest valuation report. Sinopec and 
PetroChina took second and third place, respectively, their brands valued at $29.6bn and $29bn. 
Even with far lower rates of growth than this year (47% and 43%), both could easily overtake Shell in 
2018, suggests the consultancy. 
 
Brand Finance CEO David Haigh continues: ‘Sinopec is planning a $10bn IPO of its retail business 
which includes over 30,000 sites. A clear understanding of brand value drivers will be a useful tool in 
extracting maximum value from the listing and, post – sale brand management will become even 
more critical as shareholders demand accountability’. 
 
Cancelled coal projects and increased renewable capacity leads to growing concerns of stranded 
assets 
Coal consumption in China dropped by 4.7% in reported physical tonnage and 1.3% in absolute 
terms in 2016, according to the latest official statistics from the National Bureau of Statistics of 
China. This marks the third straight year that coal use in China has fallen, and 2016 also marked the 
third year that China’s carbon emission have either fallen or remained flat, according to estimates.  
 
According to the figures, China’s total energy consumption rose by 1.4% in 2016 compared to 2015, 
to 41.36bn tonnes of coal equivalent, but coal accounted for 62% of this, compared to 64% in 2015 – 
resulting in a 1.3% drop in coal use in terms of overall energy consumption. The discrepancy 
between this and the physical tonnage figure could be down to the quality of the fuel used, or 
accounting errors. The statistics also indicate that ‘clean’ energy – including hydro, wind, nuclear and 
natural gas – made up 19.7% of total Chinese energy consumption in 2016, up from 18% in 2015. 
 
A third year in a row of negative or zero growth in carbon dioxide emissions from China is 
unprecedented and the trend is forecast to continue into 2017, according to analysis of Chinese 
government figures from Greenpeace East Asia. This analysis also suggests that China will hit its 2020 
climate targets early. 
 
The energy intensity of Chinese GDP went down by 5% in 2016, according to the Bureau of Statistics. 
Coal production in China dropped by 9% in 2016 compared to 2015.  
 
‘As *Donald+ Trump’s rhetoric leaves the world in doubt over what his plan is to tackle climate 
change, China is being thrust into a leadership role,’ said Li Shuo, Greenpeace Global Policy Advisor. 
‘These trends give some hope that the global peak in emissions might well be within reach, but only 
if all major emitters break free from fossil fuels and reduce emissions.’ 
 
Commentators have pointed out that there is some uncertainty in these figures, but the news 
prompted the US – based Institute of Energy Economics and Financial Analysis (IEEFA) to proclaim 
that China is now ‘three years past peak coal’ – with the International Energy Agency also suggesting 
China’s coal use could have peaked in 2013. IEEFA says that the release of the Statistics highlight a 
‘remarkable decoupling’ between energy demand and economic activity in China. 
 
Oil Supply growth could stall by 2020 – IEA 



A ‘Sharp’ increase in oil prices could occur after 2020 as global oil supply struggles to keep pace with 
growing demand, according to the latest five – year oil market report from the International Energy 
Agency (IEA). 
 
The IEA’s Oil 2017 report, previously known as the Medium – Term Oil Market Report, says that the 
oil supply picture is comfortable for the next three years, but in the absence of new upstream 
projects supply growth could slow considerably after that. The demand and supply trends point to a 
tight global oil market, says the IEA, with spare production capacity in 2022 falling to a 14 – year low. 
 
Oil supply is currently growing in the US, Canada and Brazil but this could stall by 2020 if a record 
investment slump in oil production in 2015 and 2016 in not reversed says the IEA. There are 
suggestions that investments in US Shale oil and gas are picking up, but on the whole the IEA says 
that early indications of 2017 spending are not encouraging. 
 
The IEA forecast that oil demand will rise past the milestone of 100mn barrels per day in 2019, 
reaching around 104mn barrels per day in 2022. The growth here in accounted for by developing 
countries – mainly in Asia. By 2020 oil demand growth in India will have outpaced China, says the 
IEA. 
 
In terms of supplies, tight oil in the US is set to make the largest contribution to new supplies – 
growing by 1.4mn barrels per day by 2022, providing prices remain around $60 per barrel. Within 
OPEC, the bulk of new supplies will come from the major low – cost Middle Eastern producers – Iraq, 
Iran, and the United Arab Emirates, says the IEA. 
 
The IEA forecasts that electric vehicles will displace only a small amount of transportation fuel by 
2022. 
 
New York increase solar capacity by 800% in five years 
The US state of New York is progressing towards its goal of sourcing 50% of its electricity from 
renewable sources by 2030, with its Governor Andrew M Cuomo recently announcing that state – 
supported solar power capacity increased in New York by 800% from December 2011 to December 
2016. 
 
The large gains in capacity have been facilitated through the NY – Sun initiative, which provides 
incentives for residential, commercial and industrial buildings to install solar panels. Under the 
initiative seven regions in the state saw more than a 1,000% growth in solar power levels over the 
five – year period. 
 
According to Governor Cuomo the NY – Sun programme has mobilised an extra $1.5bn in private 
investment in solar in New York, following the establishment of the scheme in 2012 and a 
commitment from Cuomo in 2014 to spend $1bn over ten years to stimulate the solar market in the 
state. 
 
By the end of 2016, a total of 65,000 solar projects were installed in New York totalling 744MW. This 
compares to 9,000 projects in operation at the end of 2011. The New York State Energy Research 
and Development Authority (NYSERDA), the New York Power Authority and the Long Island Power 
Authority were involved in the support programmes, which also help schools, rented property 
occupiers and low – to – moderate income residents install solar panels. 
 
As well as the state – funded support, the dramatic drop in the cost of solar installations worldwide 
and growth of solar installer businesses in New York have helped the strong rise in capacity. The 



largest regional percentage increase in New York solar power was in the Mohawk Valley (with a 
1,600% increase in megawatts installed), followed by the Finger Lakes Region, Central New York and 
the Southern Tier. Long Island has the largest capacity of any region with 215 MW installed across 
38,000 projects. 
 
The growth is set to continue. At the end of last year and additional 890 MW of solar power capacity 
was in development in the state. The NY – Sun initiative is expected to result in 3 GW of solar power 
installed in New York by 2023. 
 
‘The surge in the solar market is providing energy savings for New York households and businesses, 
and creating thousands of jobs as the industry grows to meet this demand,’ said John B Rhodes, 
President and CEO of NYSERDA. 
 
Meanwhile, also in New York state, a new electric vehicle initiative has been set up to install 
charging points and incentivise employers to encourage employees to buy electric vehicles. The 
electric vehicle campaign will see 450 charging stations installed, 150 of which will be at workplaces. 
These will add to the wider ‘ChargeNY’ initiative in the state that aims to get 3,000 charging stations 
installed to support between 30,000 and 40,000 plug – in electric vehicles on New York roads by 
2018. 
 
The plans will also see more funding made available for fleet owners to purchase electric vehicles, 
and for the New York city of Rochester to become a pilot electric vehicle model city, using $4.8mn in 
state funding. 
 
New York State has a goal to reduce its total greenhouse gas emissions by 40% from 1990 levels by 
2030. 
 
BP has opened its first retail fuels site in Mexico as part of plans that could see it open around 1,500 
forecourts in the country over the next five years. BP Downstream Chief Executive Officer Tufan 
Erginbilgic Commented:  ‘We are delighted to be the first international oil company serving Mexican 
consumers in what is the sixth – largest consumer gasoline and diesel market globally.’ Mexico 
approved deregulation of its fuel retail market in 2013. BP plans to open around 200 BP – branded 
retail sites in Mexico this year, including both dealer and company owned and operated sites. 
 
Exxon Mobil is looking to sell half of its 2,500 service station network in Italy for around €500mn, 
according to Reuters. Shell exited the market last year, while the joint venture between Total and 
Erg is currently selling its network of 2,600 fuelling outlets. Italy currently has about 21,000 service 
stations, twice the number in France. Over the past two years, the government has been looking to 
cut the number of forecourts to bring the network in line with demand and make Italy’s fuel retail 
industry more efficient. 
 
The Gulf Oil International Group has launched a new lubricant business in Italy – Gulf Oil Italy.  
 
BP has made another gas discovery in the North Damietta offshore Concession in the East Nile Delta, 
Egypt. Options to tie the discovery back to nearby infrastructure are being studied. Bob Dudley, BP 
Group Chief Executive, commented: ‘Qattameya marks our third discovery in the block where we are 
already developing the Atoll field and appraising the Salamat discovery. This latest discovery 
confirms our belief that the Nile Delta is a world – class basin.’ 
 
The Faroe Petroleum operated Trym field (50%), which had been anticipated to come off – stream in 
2018, is now expected to produce until the end of 2019 at which point production will be 



suspended, pending redevelopment of the Tyra facilities which in turn are expected to be completed 
in 2022. Tyra is Denmark’s largest gas field and the facilities are the processing and export centre for 
all gas produced by the Danish Underground Consortium (DUC). More than 90% of Denmark’s gas 
production is processed through the facilities. The Tyra field is operated by Maersk oil on behalf of 
the DUC, a partnership between AP Moller – Maersk (31.2%), Shell (36.8%), Nordsofonden (20%) 
and Chevron (12%).  
 
Venezuela and Jamaica reached a much awaited deal to upgrade their jointly owned Kingston 
refinery at a recent ministerial meeting in Caracas. The agreement, signed by Venezuelan Oil 
Minister Nelson Martinez and Jamaican Minister for Science. Energy and Technology Andrew 
Wheatley, will increase the refinery’s output from 36,000 b/d to 50,000 b/d. 
 
The method for assessing the Brent global benchmark crude oil price is scheduled to change in 2018. 
The Brent price benchmark reflects transactions involving physical cargoes of several specific grades 
of crude oil in the North Sea, located between the UK and Norway. Declining production of some of 
the four North Sea crude oil grades currently used to calculate the Brent benchmark has prompted 
Platts, to announce that cargoes of Norway’s Troll crude oil will be included in its Brent price 
assessment beginning in 2018. 
 
The UAE is increasing its oil production cuts and expects to meet its OPEC commitment to reduce 
output by 139,000b/d by June, according to Energy Minister Suhail Al Mazrouei, writes Trevor Stott – 
Briggs, Ei Middles East branch. The International Energy Agency has reported that the UAE was 
among a number of countries that did not achieve their cut levels in January, the first month of the 
deal, with the UAE producing 2.96mn b/d versus a pledged level of 2.7mn b/d. Meanwhile, the head 
of the newly merged petroleum division at Mubadala Investment Company says the tough oil price 
environment of the past two years forced the company to transform the way it operates upstream 
and has left the new larger company poised for growth. Lastly, the Dubai Electricity and Water 
Authority (Dewa) has unveiled plans to increase its power sector investment by nearly 50% for new 
substations over the next three years as the emirate works to meet the rise in domestic electricity 
demand. 
 


