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The Mexican government held the first in a series of petroleum auctions in mid – July to help open 
the energy industry, aiming to bring in an estimated $62.5bn by 2018 and increasing annual output 
by 500,000 b/d. These exploration and production contracts are the first since President Lazaro 
Cardenas nationalized the fields in 1938, and will end the monopoly of state – owned Petroleos 
Mexicanos (Pemex). The government hopes the auctions can reverse a decade – long decline in 
crude output. (Petroleum Review will be taking a closer look at the Mexican energy sector in its 
September issue.) 
 
BP is to settle federal, state and local deepwater Horizon claims for up to $18.7bn, with payments to 
be spread over 18 years. 
 
BHP Billiton is writing down $2bn of its assets after pledging to cut $2.4bn in spend on US shale 
fields in the next 18 months and reduce the number of onshore rigs by 40% in its 2015 financial 
year. 
 
Giant Perla gas field comes onstream 
Repsol starts up Latin America’s largest offshore gas field 
Repsol has started up the first producing well at the giant Perla field, the largest gas discovery in 
the company’s history and the largest offshore gas field in Latin America, holding 17tn cf of gas in 
place. 
 
Perla is located in the Cardon IV block, in shallow waters in the Gulf of Venezuela, 50km offshore. 
The company expects to start producing 150mn cf/d of gas, rising to 450mn cf/d by the end of 
2015. This gas will be used for local consumption in Venezuela. 
 
In the two following phases, output will rise to 1.2bn cf/d in 2020, a volume that would be 
maintained until the end of the contract in 2036. 
 
Repsol and Italian company Eni made the discovery in the Cardon IV block in 2009, where the 
consortium has drilled seven of the 26 wells planned as part of the development plan. The wells will 
feed four producing platforms that use subsea pipelines to transport the gas onshore for 
processing. The Cardon IV licence is held by a joint venture between Repsol (50%) and Eni (50%). 
 
Start – up of the field is an important milestone in Repsol’s development strategy, as it is the eighth 
key growth project to be launched as part of its 2012 – 2016 strategic plans. The other projects that 
are now operational are Sapinhoa (Brazil), Mid – continent (US), AROG (Russia), Margarita – 
Huacaya (Bolivia), Lubina and Montanazo (Spain), Carabobo (Venezuela), and Kinteroni (Peru). 
 
Repsol has been operating in the oil and gas sector in Venezuela since 1993, with a net production 
of 36,800 boe/d in 2014. The company holds mining rights in eight producing blocks totaling a net 
surface area of 853 sq km – Cardon IV, Carabobo, Quiriquire, Quiriquire (gas), Yucal Placer Norte, 
Yucal Placer Sur, Mene Grande and Barua Motatan. 
 
OPEC hits highest monthly output since Aug 2012 
Oil production from OPEC totaled 31.28mn b/d in June 2015, up 170,000 b/d from May and the 
fourth consecutive monthly increase since February, as Saudi Arabia and Iraq pushed out more oil, 
according to the latest (16 July) Platts survey of OPEC and oil industry officials. 
 



‘This is the highest monthly level since August 2012, when the survey estimated output at 31.54mn 
b/d,’ said Margaret McQuaile, Senior Correspondent for Platts. ‘At that point, output was on the way 
down. Now, output seems to be on the way up, and at a time when the market could be looking at a 
lot more oil from Iran.’ 
 
The June total leaves OPEC pumping nearly 1.3mn b/d in excess of its official 30mn b/d ceiling. 
 
Top producer, Saudi Arabia, driver of the oil producer group’s current market share strategy, 
further increased its output to produce an average 10.35mn b/d in June. A spike in air – 
conditioning demand has traditionally boosted the volume of crude burned directly in the 
kingdom’s power plants during the summer months. In addition, new refineries are pushing 
domestic use of crude oil higher. 
 
Iraq pushed up volumes from its Gulf terminals by nearly 330,000 b/d to more than 3mn b/d 
following the commissioning at the beginning of the month of a new storage and pumping system at 
the onshore Fao terminal. As well as Basrah Light, Iraq is now exporting the newly – introduced 
Basrah Heavy crude oil. 
 
But volumes exported from the Turkish Mediterranean port of Ceyhan via the pipeline system of 
semi – autonomous Iraqi Kurdistan fell by more than half from May levels, raising a question mark 
over the future of an oil export agreement signed by Baghdad and Erbil late last year. 
 
In early July the Kurdistan Regional Government said it had been forced to boost the sale of its own 
crude to international markets in June because of a ‘debt backlog’ triggered by federal government 
budget cuts, leaving les crude available for export from Ceyhan on behalf of Iraqi state oil marketer 
SOMO. 
 
In Libya, output slipped by some 20,000 b/d to 410,000 b/d as it continued to struggle to raise 
production due to ongoing security issues and technical limitations. 
 
However, the state – owned national oil company is optimistic it can raise output in the near term 
following the lifting of force majeure at the major Ras Lanuf export facility and a tentative 
agreement with tribal leaders in western Libya to reopen the pipeline linking the major fields of 
Sharara and Elephant (El Feel) to ports on the country’s western Mediterranean coast. 
 
OPEC said after its 5 June meeting that member had been urged to adhere to the agreed 30mn b/d 
ceiling. There is, however, no mechanism in place to enforce any level of adherence as no individual 
country quotas have been distributed under the ceiling. 
 
Record Russian liquids production  
Further development of Western Siberia’s fields will be key to maintaining levels post – 2020 
Russian oil and condensate production reached a new post – Soviet record of some 10.7mn b/d in 
2015 with condensate being a key driver, according to analysis from Wood Mackenzie. By 2018 
condensate production is forecast to increase by 50% compared to 2014 levels. This, coupled with 
Greenfield projects and increased enhanced oil recovery (EOR) activity, will continue to help stem 
the decline seen at conventional reservoirs out to 2020. However, Wood Mackenzie cautions that 
condensate production will only provide growth in the mid – term – post – 2020 Russia could face a 
sizeable production gap when the impact of Western sanctions kick in. development of deeper and 
tighter reservoirs, such as Russia’s Tyumen formation will be key to maintaining production at 



current levels thereafter – bridging the gap between the development of conventional sands and 
unconventional shale plays. 
 
Christian Boermel, Russia Upstream Analyst for Wood Mackenzie says: ‘Greater volumes of 
condensate are being developed in Russia and Particularly in more mature assets. By 2018, we 
expect condensate production will increase by 50% compared to 2014, making up nearly 8% of 
Russia’s total liquids production. Our latest estimates show around 250,000 b/d of this growth will 
come from the deep horizons of traditional gas fields in West Siberia. In the Urengoi area alone, 
Gazprom, Novatek and Rosneft are ramping – up strategic projects such as Achimgaz, SeverEnergia 
and Rospan International.’ 
 
Wood Mackenzie forecasts that Russia’s overall oil production will remain broadly flat out to 2020, 
thanks to these increased condensate levels; with Greenfield projects offsetting around 50% of the 
decline witnessed in conventional reservoirs in West Siberia. In addition, it notes that despite the 
Russian government’s move to increase the Mineral Extraction Tax (MET) for condensate in 
January this year by more than four times, MET payments on condensate are still lower than oil 
making it very attractive for producers. 
 
Michael Moynihan, Senior Russia Upstream Analyst, explains: ‘Despite West Siberia’s production 
peaking in the 1980s, the region remains core and is expected to contribute 60% of Russian 
operators are looking at deeper and more complex reservoirs such as the Tyumen and Achimov; 
these areas are widely regarded as “hard – to – recover” but are still far easier to develop than 
unconventional shale plays – such as the gargantuan Bazhenov expanse. Currently the Tyumen and 
Achimov areas each contribute between 6-7% of West Siberian (4% of Russia’s overall) production 
and we expect this could more than double by 2020.’ 
 
Most notably between 2009 – 2014 Wood Mackenzie estimates that production from the mid – 
Jurassic Tyumen formation more than doubled to over 400,000 b/d of oil and was a key factor in 
stemming the country’s decline. ‘We estimate that in 2014 over $3.5bn – around 7% of Russian 
capital expenditure (capex) – was spent on developing the Tyumen formation. However, by 2020, 
we forecast the formation could account for up to 1mn b/d – over 15% of West Siberian production 
– with current oil reserves estimated to be around 6bn barrels, with significant resource upside for 
producers,’ Moynihan adds. 
 
Moynihan continues: ‘The Tyumen formation will be key in maintaining Russian production levels 
thereafter due to the fact it can be developed using traditional Russian technology, albeit at a higher 
cost. Getting this right could be the stepping stone between the development of conventional sands 
and unlocking the potential of vast untapped unconventional shale plays – upon which Russia’s long 
-  term oil production depends.’ 
 
Greece and Russia agree pipeline plans 
Greece and Russia signed a memorandum of understanding in mid – June, reports Reuters, aimed at 
extending the planned Turkish Stream gas pipeline to Europe through Greek territory, with 
financing from Russia. Greek Energy Minister Panagiotis Lafazanis said at the signing ceremony is 
St Petersburg that Greece needed support and not pressure during its debt crisis and that 
cooperation with Russia was not aimed against other countries or Europe. Under Gazprom’s plans, 
the Turkish Stream pipeline will split into four lines with a total capacity of 63bn cm /y. The first 
line is to supply Turkey. Gazprom plans to build a pipeline to Turkey to provide gas to Europe 
without going through Ukraine, although it has no firm agreement with Ankara and faces severe 
opposition from the European Union. 



MIDDLE EAST 
The growth of Fujairah in particular is a key driver in the continued rise of the bulk liquids storage 
sector in the Middle East. It is perfectly placed to become the key petroleum products hub, and thus 
will alter global trade flows and most likely strengthen flows into Asia. More than 85%of the 17mn 
b/d of oil that pass through the Strait of Hormuz are going directly to the Asian markets. As well as 
being the second most productive region in terms of bunkering capacity, Fujairah is now ranked as 
the third largest oil storage and products trading centre in the world, behind Rotterdam and 
Singapore. 
 
Fujairah is just one of many regions in the Middle East that is driving bulk storage demand. There is 
more refining capacity being built in Saudi Arabia and the UAE (where capacity is set to double in 
the next few years), reaffirming the Middle East’s position as key exporter. Saudi Arabia has also 
boosted its output according to OPEC, responding to demand from buyers in Asia.  
 
This year, the Gulf Cooperation Council (GCC) States are focused on Strengthening oil refining 
capacity. The bulk of all global refinery project are coming into the GCC region and it is estimated 
that around 1mn b/d of additional refining capacity will be online by 2017. There are also joint 
refinery building project between Kuwait Petroleum Corporation, Saudi Aramco, China, Qatar 
Petroleum International, Rosneft and the Venezuelan BDTSI company, which will lead to an 
increase in exports and a decrease in oil imports in GCC countries. 
 
Furthermore, the Kuwait Petroleum Corporation, Petrovietnam and the Japanese oil company 
Idemitsu Kosan have reportedly agreed to build an oil refinery and petrochemical complex in the 
north of Vietnam at a cost of $9bn, with production expected to start in 2017. 
 
Plan and projects  
With the market moving at such a fast pace and the region benefitting from the continued rise of the 
bulk storage movement, it is no wonder that there are an array of potential builds, projects and 
plans all set to advance the Middle East even further forward. 
 
Fujairah, as expected, will be playing an increasingly important role in the future of the region, with 
extra capacity already being constructed. An extra 1.95mn cm is expected to be built by the end of 
2015 by Aegean, Concord and METS to mention just a few. This construction work means that the 
construction work means that the total storage capacity in Fujairah alone, will reach 8.67mn cm. 
 
In addition to this, a refinery is also being constructed in Fujairah, as well as two very large crude 
carrier (VLCC) berths. Furthermore, the VTTI Fujairah Terminal’s tank farm project, which has a 
crude storage, processing and fuel oil blending facility, will be completed by April 2016. 
 
Oman is another area that is set to expand, with the Port of Sohar increasing its output from Oman 
Oil Refineries and Petroleum Industries Company (ORPIC) by an extra 70,000 b/d. ORPIC has also 
awarded a major project management consultancy contract to Netherlands – based Tebodin for its 
joint venture project, ORPIC Logistic, in the sultanate. As one of Oman’s largest companies and one 
of the most rapidly growing businesses in the Middle East’s oil industry, ORPIC has a major role to 
play in the continued success of the region. The development includes a newly refined products 
tank terminal, with 14 tanks near Muscat International Airport, along with a 225 km long, 18 inch 
multi product pipeline between the refinery in Sohar and the new terminal. The project is set to 
take more than 30 months to complete, with an estimated 100,000 man – hours clocked up. 
 



Sticking with projects in the Oman region, ORPIC is building a fuel storage terminal, which will form 
part of a larger oil distribution centre at Al Jifnain. The company is investing $80mn in the project, 
with total investment in the terminal and associated fuel pipeline projects estimated to be around 
$320mn. The new ‘world – class’ facility will host 12 tanks, with a total capacity of 170,000cm 
designed for products including gasoline, diesel and jet fuel. 
 
These examples are just some of the projects that are currently in motion, with many still just in the 
infancy of design stages. However, such rapid growth isn’t unfettered – there are challenges that 
need to be overcome. 
 
Market trends 
The fluctuating oil price, on a global scale, is one of the industry’s main and most disruptive issues. 
Oil is a commodity and, as such, it tends to see larger fluctuations in price than more stable 
investments such as stocks and bonds. OPEC is the main influencer of fluctuations in oil prices – 
controlling 40% of the world’s supply of oil, it sets the production levels necessary to meet global 
demand. It had vowed to keep the price of oil above $100/b for the foreseeable future, but in mid – 
2014 the price of oil began to tumble, falling to below $50/b. 
 
In essence, the fall in oil prices was due to a lower demand for oil in Europe and China, coupled with 
a steady supply of oil from OPEC. The resulting excess supply of oil caused prices to fall sharply. 
Political instability in the Middle East can also cause oil prices to fluctuate, especially as the region 
accounts for the lion’s share of the worldwide oil supple. 
 
However, anyone following oil prices knows that we are in contango, a somewhat unusual situation 
in which a futures prices for oil – a promise to buy and sell crude at a certain price in the future – is 
higher than the expected futures spot price. This market contango is making the storage industry 
rather favourable at this current point in time, especially for storage operation on a global scale. 
 
Also altering the progression of the Middle East bulk market is the news that OPEC members have 
committed to a stable and balanced oil market, agreeing to maintain a current production ceiling of 
30mn b/d. at the 167th OPEC conference in Vienna, it was noted that the market is ‘comfortably 
supplied’ due to the recent build up in stocks and the surplus of oil in both Organization for 
Economic Co – operation and Development (OECD) countries and non – OECD countries, which has 
resulted in stock levels that sit above the five – year average in terms of absolute volumes. 
 
Unparalleled growth 
The Middle East bulk liquid storage sector is in a constant state of flux, with numerous variables 
affecting productivity and profitability at any one time. However, in its current form, the region is 
experiencing an almost unparalleled growth. 
 
 
 
 
 
 


