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The Norwegian Petroleum Directorate has granted start – up consents for the Edvard Grieg oil 
pipeline and the Utsira High gas pipeline, which will serve the Edvard Grieg and Ivar Aasen fields in 
the North Sea. The system includes a 26 mile long, 28 – inch pipeline between the Edvard Grieg 
platform and a new Y – connection point, which has been installed on the Grane oil platform to an 
underwater connection point on the Beryl pipeline. This, in turn, is connected to the Scottish Area 
Gas Evacuation (SAGE) pipeline in the UK sector. 
 
Indonesia’s Ministry of Energy and Mineral Resources (MEMR) has invited interested companies to 
submit bids to explore three non – conventional oil and gas blocks in the country, reports Rigzone. 
The three non – conventional oil and gas blocks offered by the Indonesian authorities are Blora in 
East Java and West Java; Batu Ampar in East Kalimantan; and Central Bangkanai in Central 
Kalimantan and East Kalimantan. The launch of the three blocks is the first since the issuance of the 
new MEMR regulation on the development of non – conventional oil and gas blocks, with the 
government to encourage investment in this sector, covering shale and coal – bed methane, which 
has been hurt by unfavourable regulations. 
 
Mozambique’s government has awarded six licences for offshore blocks were awarded to 
ExxonMobil, in partnership with Rosneft, and one to a consortium led by Eni that includes Sasol and 
Statoil. Sasol, as well as Delonex Energy working with India Oil, were each given onshore rights. The 
fifth bidding round opened in October 2014, and attracted applications for seven of the 15 blocks. 
The offshore areas lie in the Angoche Basin and the Zambezi Basin, and onshore in the Mozambique 
Basin. 
 
Russia’s Natural Resource Ministry supports giving Gazprom a tax break for an offshore oil and gas 
field in the Far East after Western sanctions over Ukraine it its development prospects, reports 
Reuters. Gazprom considers the development of the Yuzhno – Kirinskoye field as essential for the 
expansion of its Sakhalin – 2 LNG plant. Alexei Miller, Chief Executive of Gazprom, asked for tax 
breaks for the field near the Pacific island of Sakhalin early in October.  
 
Colombia will lower tax rates for oil companies drilling in some offshore blocks in the Caribbean, 
said Mines and Energy Minister Tomas Gonzalez recently, in an effort to encourage exploration 
amid the global slump in the price of crude. Contracts for various offshore blocks will get a 25% 
discount on income taxes and will be exempt from VAT and customs charges. 
 
BG Group has joined the World Bank Carbon Pricing Leadership Coalition (CPLC), an initiative 
which brings together over 85 governments, corporate and civil society organizations to 
collaborate on carbon pricing systems and policies. The Group’s entry to the CPLC coincides with 
the company’s decision to also make public the internal carbon screening values its used when 
reviewing investment decisions. 
 
MOL is to acquire the entire share capital of Eni Slovenia, a company managing 17 Agip branded 
service stations in Slovenia (including dealer owned sites). The deal will strengthen MOL’s position 
among the top three retail network operators in the country, complementing the company’s current 
Slovenian network of 40 stations, and provides an opportunity to establish a retail presence in 
Ljubljana. 
 
Saudi Arabia, the world’s largest crude oil exporter, has announced plans to diversify its economy 
to help combat climate change in a move that could reduce expected output of up to 130mn t/y of 



carbon emissions by 2030. The Saudi government said its plan would diversify the economy with a 
‘robust contribution’ from export earnings from oil and derivatives. Earnings would be channeled 
into lower emission sectors ‘such as financial services, medical services, tourism, education, 
renewable energy and energy efficiency technology to enhance growth.’ The government proposes 
to use energy more efficiently and invest in solar, wind, geothermal and waste generation. It also 
announced plans to build a plant capturing and using 1,500 t/d of carbon dioxide for use in other 
petrochemical plants, and will operate a pilot plant at the Othmaniya oil reservoir. It also plans to 
encourage investments in exploring and producing natural gas. 
 
Studying the effects of oil on the Gulf of Mexico 
The Gulf of Mexico Research Initiative (G0MRI) Research Board has awarded nearly $38mn to 
individuals and teams studying the effects of oil on the Gulf of Mexico ecosystem and public health. 
A total of 22 research proposals are being funded under this most recent being funded under this 
most recent GoMRI programme. 
 
‘The Research Board was impressed with the quality of the 288 applications received,’ said Dr. Rita 
Colwell, Chairman of the GoMRI Research Board. ‘We are gaining an important understanding of 
how the Gulf of Mexico functions as an ecosystem and responds to large – scale environmental 
stresses like that caused by the tragic Macondo wellhead blowout.’ 
 
The funding will support science in all five of the GoMRI thematic areas: 

 Physical distribution, dispersion, and dilution of petroleum (oil and gas), its constituents (eg 
dispersants) under the action of physical oceanographic processes, air – sea interactions, 
and tropical storms. 

 Chemical evolution and biological degradation of the petroleum / dispersant systems and 
subsequent interaction with coastal, open – ocean, and deepwater ecosystems. 

 Environmental effects of the petroleum / dispersant system on the sea floor, water column, 
coastal waters, beach sediments, wetlands, marshes, and organisms; and the science of 
ecosystem recovery. 

 Technology developments for improved response, mitigation, detection, characterization, 
and remediation associated with oil spills and gas releases. 

 Impact of oil spills on public health including behavioural, socio – economic, environmental 
risk assessment, community capacity and other population health considerations and 
issues. 

 
First cross – border project in Central Africa comes on stream 
Chevron has commenced oil and gas production from the Lianzi field, located in a unitized offshore 
zone between the Republic of Congo and the Republic of Angola. 
 
Located 105km offshore in approximately 900 metres of water, Lianzi in Chevron’s first operated 
asset in the Republic of Congo and the first cross – border oil development project offshore Central 
Africa. The project is expected to produce an average of 40,000 b/d of oil. 
 
‘As the first offshore energy development spanning national boundaries in the Central Africa region, 
Lianzi represents a unique cooperative approach to share offshore resources and may serve as a 
model for the development of similar cross – border fields between two countries,’ according to Ali 
Moshiri, President of Chevron Africa and Latin America Exploration and Production Company. 
 
The field, discovered in 2004, includes a subsea production system and a 43 km electrically heated 
flow line system – reportedly the first of its kind at this water depth. The system transports the oil 



from the field to the Benguela Belize – Lobito Tomboco platform in Angola’s block 14 and utilizes a 
direct electrical heating (DEH) system to ensure fluid flow under a wide range of conditions. 
 
Chevron Overseas (Congo) is operator of the Lianzi field and has a 15.75% interest, along with its 
affiliate Cabinda Gulf Oil Company (15.5%), Total E&P Congo (26.75%, Angola Block 14 (10%), Eni 
(10%), Sonangol P&P (10%), SNPC (the Republic of Congo National Oil Company; 7.5%), and GALP 
(4.5%). 
 
OPEC output down to lowest level since May 2015 
Oil production from OPEC totaled 31.08mn b/d in October 2015, down 120,000 b/d from 
September and the lowest level since May, according to the latest (16 November) Platts survey of 
OPEC and oil industry officials and analysts. The decline was led by production drops in Saudi 
Arabia and Iraq. 
 
‘OPEC output has now dropped over three consecutive months, but it would be a mistake to think 
that this might signal a move away from the group’s market share strategy when ministers meet in 
December in Vienna,’ said Margaret McQuaile, Senior Correspondent for Platts. ‘In fact, all the signs, 
including an expected contraction in non – OPEC supply next year, suggest that the likelihood of a 
policy change is pretty small.’ 
 
The survey estimated Saudi output at 10.1mn b/d in October, the third consecutive month in which 
volumes have dropped. But despite a fall of 350,000 b/d since July, Saudi output has remained 
consistently above 10mn b/d since March. 
 
Participants in the survey said that while Saudi crude exports had increased, domestic use had 
declined because of refinery maintenance and lower crude burn in power plants. The volume of 
crude used in power generation peaks in the summer months, when air – conditioning demand is at 
its highest and as much as 900,000 b/d can be fed to power plants, and drops through the winter 
months. 
 
Iraqi output fell to 3.65mn b/d as several days of poor weather conditions in the northern Gulf 
resulted in lower volumes being exported from the southern terminals and a build – up in stocks. 
There were no exports from Ceyhan in October. 
 
A smaller dip of 20,000 b/d came from Angola. 
 
Only two countries increased output. Nigeria, estimated to have boosted output by 80,000 b/d to 
1.95mn b/d, saw one of its biggest export programmes since January. The country’s four refineries, 
with a combined nameplate capacity of 450,000 b/d, have been operating at very low capacity, with 
only the two Port Harcourt refineries working. However, technical problems shut down these two 
plants in early November. 
 
Meanwhile, Libya, with a 50,000 b/d increase, pushed production back above 400,000 b/d for the 
first time since June. But the country’s output continues to fluctuate at a fraction of pre – 2011 
uprising levels close to 1.6mn b/d amid continuing political instability and technical problems at 
fields operated by National Oil Corporation unit Agoco in the eastern part of the country. 
 
The October boost came as the 70,000 b/d capacity Zueitina terminal loaded a cargo of crude early 
in the month, its first in more than four months, according to ship – tracking data and market 



sources. But Ras Lanuf and Es Sider remain closed as tribal leaders prevent flows from the giant 
Sharara and Elephant fields from reaching the north – western Libya export terminals. 
 
Oil majors scale back start – ups 
Statoil and its partners have decided to delay the production start – update for the $7bn Mariner oil 
field, which is located in the UK North Sea, from 2017 to the second half of 2018. The news follows 
Shell’s decision to halt construction of the 80,000 b/d Carmon Creek project located in Alberta, 
Canada. 
 
The Statoil and Shell project delays mark the latest in a line of reduced upstream investment from 
energy companies, reports Reuters. In its financial results for 3Q2015, BP stated that it intends to 
agree between $3bn - $5bn in divestments next year and $2bn - $3bn a year thereafter. 
 
Earlier in October, Repsol also revealed that it will significantly scale back its upstream investment 
over the next five years. 
 
In its 3Q2015 results, Statoil said the delay will result in a cost increase for the project of ‘slighting 
above’ 10%, compared to its original plan. The company’s adjusted earnings during 3Q2015 almost 
halved to NKr16.7bn ($2bn), from NKr30.9bn ($3.7bn) during the same period last year. Statoil 
CEO Eldar Sætre commented: ‘We are progressing our efficiency programmes according to plan, 
and continue to reduce the underlying operational cost. I am pleased with the way we are taking 
costs down, but the continued low prices in the third quarter demonstrates that we must continue 
to chase further cost efficiencies.’ 
 
Japanese downstream reform continues  
Japan’s oil industry reform has trade and investment protection even as it signs up to a global free 
trade agreement (FTA) 
 
Japan’s oil industry is continuing to carry out reforms to strengthen profitability in a shrinking 
market, enjoying trade and investment protection even as the country signs up to a major global 
free trade agreement (FTA), reports Petroleum Argus. 
 
Japanese companies mostly boosted their refining profitability, excluding changes in inventory 
values, in the first half of the 2015 – 2016 fiscal years to 31March, as their margins strengthened. 
The country’s largest refiner by capacity, JX, made a downstream profit of ¥44bn ($360mn) in April 
– September, compared with a ¥5bn loss a year earlier. 
 
Domestic refinery runs are rising, hitting 83% utilization in the first half, up from 80% a year 
earlier, as the Trade and Industry Ministry continued to enforce a rationalization programme. It 
aims to reduce Japan’s refining capacity to 3.3mn b/d by April 2017, from 3.7mn b/d now, and to 
raise utilization to almost 90% in 2017 – 2018, when products demand is projected at 3.1mn b/d. 
 
The oil industry will be given trade and investment protection, despite the government’s agreement 
to join the Trans – Pacific Partnership FTA. Which comprises 12 countries that account for 40% of 
the global economy. The deal includes provisions allowing Japan to maintain gasoline import duty 
for 10 years, while scraping tariffs on other oil products imports immediately after the agreement 
takes effect in the next few years. And Tokyo will maintain barriers on foreign direct investment in 
the oil industry, permitting the government to screen and block any moves that could impair 
economic activity. 
 



Cosmo Energy, formerly Cosmo Oil, narrowed its refining loss slightly in the first half, to ¥5.3bn 
from ¥5.8bn. It will become a holding company of refining, upstream and retail marketing 
subsidiaries by January, as it focuses on more lucrative upstream operations in an alliance with 
Spanish oil firm Cepsa, owned by Abu Dhabi sovereign wealth fund lpic, which acquired a 20.8% 
stake in Cosmo Oil in 2007. 
 
Japan’s shrinking oil market holds little attraction for the majors, which continue to reduce their 
exposure as part of their global divestment plans. Shell’s decision to trim its 35.1% share in 
Japanese refiner Showa Shell to 1.8% has allowed the latter to speed up talks on a merger with rival 
ldemitsu. 
 
New DME plant planed 
State – run Korea Gas Corporation (Kogas) is carrying out a feasibility study with Malaysia’s 
national oil and gas company, Petronas, to build a 1,000 t/d dimethyl – ether (DME) plant is Sabah 
State in East Malaysia, writes David Hayes. Petrona’s already owns a large methanol plant on 
Labuan island located off East Malaysia. The feasibility study will allow it to compare Kogas’ one – 
step natural gas – to – DME process. 
 
The proposed plant will supply part of its output to the local market and export the rest to South 
Korea for use as low cost fuel additive to blend with LPG initially and eventually as a diesel fuel 
substitute. 
 
‘The feedstock has not been fixed; maybe it will be natural gas from Petronas,’ said a Kogas source. 
‘We think natural gas to DME is better as it’s much cheaper, while for Petronas they can sell their 
methanol at a market price to customer. If they supply methanol as DME feedstock they will have to 
lower their methanol price as otherwise it will be too expensive, so we think natural gas is better 
for both of us..’ 
 
Kogas has still to commercialize its DME process, which was developed seven years ago. The 
company originally planned to build a plant in Saudi Arabia to supply DME to South Korea, but was 
forced to abandon the project when the Saudi government declined to provide gas for the facility. 
 
Meanwhile, several companies in the US are understood to be interested in adopting Kogas’ direct 
natural gas – to – DME technology, using shale gas and other natural gas feedstocks. 
 
Interest in the US has grown following an announcement by Volvo USA that it will being selling 
DME – fuelled heavy duty trucks from the end of 2015 as part of efforts to comply with California’s 
stricter vehicle exhaust emission regulations. 
 
Oberon Fuels of San Diego has build a small DME plant to supply Volvo’s trucks. However, US fuel 
companies are interested in building larger DME plants to produce DME at a lower cost. 
 
UK – India partnership on energy and climate 
As part of the visit by the Indian Prime Minister Narendra Modi to the UK, the countries two Prime 
Ministers welcomed a comprehensive package of collaboration on energy and climate change that 
will support economic growth, energy security and energy access. 
 
The package encompasses £3.2bn of commercial agreements, joint research programmes and 
initiatives to share technical, scientific, and financial and policy expertise. This will encourage the 
research, development and eventual deployment of clean technology, renewable, gas and unclear. 



As part of the package, the UK government has unveiled a UK Climate Investments joint venture 
with the Green Investment Bank, which will invest up to £200mn in renewable energy and energy 
efficiency in India and Africa. 
 
The two countries also agreed on the need for an ambitious and comprehensive global agreement 
to tackle climate change at the COP 21 meeting in Paris and that the agreement should signal to 
investors and innovators the long – term commitment of governments to clean and more 
sustainable economies. Negotiations on a Nuclear Cooperation Agreement were also finalized and a 
Memorandum of Understanding related to closer civil nuclear collaboration between the UK and 
India. This signals a growing relationship in this sector. 
 
Technology to boost energy supplies 
The application of existing and new technologies is key to a secure and sustainable energy future 
 
Advances in technology will keep energy supplies plentiful and affordable – enough to meet 
projected demand many times over – and help pave the way to a lower carbon energy mix, 
according to data published in the BP technology Outlook. 
 
‘Technology opens up a whole range of possibilities across the energy sector,’ said Bob Dudley, BP 
Group Chief executive at the publication launch. ‘It can bring great value to consumers and 
businesses, and it can also disrupt and challenge existing models. Today, for the first time, we are 
sharing our analysis of energy technologies and the options they present society in the quest for an 
abundant, sustainable and lower carbon energy future.’ 
 
The 80 page study brings together previously internal BP analysis and the work of other noted 
business and academic experts, setting out technology and policy choices that governments and 
industry can make around energy resources, oil and gas supply, power generation, transport, and 
options for reducing carbon emissions. 
 
In essence, the study finds that simply applying today’s best technologies to discover oil and gas 
resources could significantly increase ‘proved reserves’ from 2.9tn boe to 4.8tn boe – nearly double 
the 2.5tn barrels required to meet projected cumulative global demand trough to 2050. 
 
In the power sector, which currently accounts for 38% of world primary energy demand, gas and 
coal – fired power are generally the most competitive today.  BP’s analysis predicts wind and solar 
will continue reducing costs at around 14% and 24% respectively, while doubling in installed 
capacity, consistent with past performance, and hence become more competitive over time. 
 
In North America, and ignoring taxes and subsidies, modern combined – cycle gas turbine power 
plants would have a cost advantage over coal today if policymakers were to adopt a modest prices 
on carbon dioxide of less than $40/t. By 2050 a carbon dioxide price of $80/t would make onshore 
wind technology competitive with gas – fired power, with utility scale solar photovoltaic close to 
being competitive, even accounting for the cost of managing intermittency. This price on carbon 
would also make carbon capture and sequestration (CCS) with gas – fired power economic. 
 
Meanwhile, the transport sector is set to become more fuel efficient. The publication suggests that 
liquid fuels will continue to dominate global transportation trough to 2035 and beyond, largely due 
to their high energy density. The average efficiency of new light – duty vehicles is expected to 
improve by between 2% and 3% per year as a result of increased hybridization and improved 
power trains, combined with advanced fuels and lubricants. 



By 2050, electric vehicles could be approaching cost – parity with the internal combustion engine, 
due to advances in battery technology, while fuel cell vehicles could still have further to go. 
 
Digital technologies such as advanced sensors, data analytics, robotics and automation, enabled by 
supercomputing, are forecast to ‘transform’ the energy system. These technologies have the ‘most 
widespread potential to drive change and make energy supply and consumption safer, more 
reliable, more efficient and more cost – effective,’ commented David Eyton, BP Group Head of 
Technology. ‘They are already transforming the oil and gas industry, and the longer term 
possibilities are frankly difficult to imagine. 
 
On the radar 
Meanwhile, a new report from Lloyd’s Register Energy reveals that whilst the current business 
environment is creating opportunities for innovation, almost half of oil and gas executives surveyed 
admit they have fallen short of their innovation goals. The number of respondents saying they have 
fallen short has almost doubled as the oil price has gone down, with only 26% saying they had 
fallen short in spring 2014. 
 
‘The oil and gas industry is undergoing a period of significant uncertainty,’ says John Wishart, 
Group Energy Director, Lloyd’s Register. ‘The oil price slowdown is clearly impacting investment in 
innovation initiatives. However, our report finds that contrary to perceived wisdom, innovations 
has a crucial role to play in the current environment, where it creates operational efficiencies and is 
cost – effective. To innovate properly and achieve business goals companies must address a number 
of common challenges, including collaborating more openly, using data more effectively and 
changing traditional mind – sets. Encouragingly, our findings show that overall the industry under 
stands the need for innovation and has begun reaching out to other sectors to gain technological 
insight.’ 
 
The opening part of technology Radar 2015 considers the role for innovation in a changing 
landscape and concludes that the cyclical downturn should be a driver of innovation, not a barrier. 
The report outlines three scenarios for how different oil prices may affect innovation, examining 
the types of innovation that will be prioritized in each scenario. The majority of oil and gas 
executives believe the oil price will sit between $50 - $70/b in the next year, with the highest 
percentage (27%) believing it will hover around $70/b. This will in many cases hinder investment 
in innovation. 
 
The report also looks at how executives are placing increasing emphasis on collaboration, both 
internally and outside of the industry, as they adapt technology from other sectors. Two – thirds of 
respondents say they are under pressure to collaborate with other organizations within the sector. 
When they do collaborate, upstream companies focus on the early stages of a project, and often 
around safety. The report reveals an overarching cultural shift is still required to fully integrate 
genuine collaboration in innovation. 
 
Finally, in part three of the report, the role for data collection and analytics in driving innovation is 
assessed, finding that more advanced data collection and analytics are a ‘must have’ in the current 
low oil price environment. Lack of data and systems integration across different part of the 
business are huge barriers to successful data collection and analytics, with silos the biggest cause of 
the issue. 
 
 
 



Future fossil fuel demand assumptions are ‘questionable’ 
Rapid advances in technology, combined with increasingly cheap renewable energy, slower 
economic growth and a lower – than – expected population rise could ass act to dampen fossil fuel 
demand significantly by 2040, according to a new report by Carbon Tracker Initiative. This is at 
odds with the business – as – usual assumptions from large energy companies that fossil fuel use 
will continue to grow for the next few decades. 
 
The carbon investment risk specialist suggests that energy incumbents are ‘talking up’ future 
demand. Carbon Tracker’s analysis indicates that the fossil fuel industry relies too heavily on high – 
demand assumptions to justify new and costly capital investments to shareholders. It criticizes 
projections from the industry, the International Energy Agency and the US Energy Information 
Administration as being too conservative on expectations for renewable growth – raising questions 
on accuracy of future projections. 
 
Typical industry scenarios see coal, oil and gas use growing by 30 – 50% and still making up 75% of 
the energy supply mix in 2040. These scenarios do not reflect the huge potential for reducing fossil 
fuel demand in accordance with decarbonisation pathways, says Carbon Tracker. They are also 
incompatible with worldwide climate pledges submitted to the UN in advance of the COP21 climate 
summit, adds the organization. 
 
The organisation’s report, Lost in transition: How the energy sector is missing potential demand 
destruction, looks at alternative trajectories to mainstream energy industry modeling, produced by 
financial houses such as Bernstein and CitiGroup, that signal a more concerted drive to a low carbon 
energy transition and so reducing fossil fuel demand. 
 
Carbon Tracker Initiative says this is the first time a wide range of fossil fuel industry demand 
scenarios have been compared with alternative and credible financial market views. 
 
‘Investors need to challenge companies who are ignoring the demand destruction that the market 
sees coming through much sooner than the business – as – usual scenarios being cited by the 
industry,’ said Carbon Tracker’s Head of Research James Leaton. ‘Otherwise they will be on the 
wrong side of the energy revolution.’  


