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The Trump administration is seeking to reopen offshore Arctic areas that were closed to oil and gas 
leasing by the Obama administration, as well as almost all federal waters off Alaska, reports Arctic 
Now’s Yereth Rosen. The Obama administration closed most federal Arctic water to oil and gas 
leasing in late 2016, placing the entire Chukchi Sea off – limits and all but a 2.8mn – acre strip of 
territory relatively close to shore in the Beaufort Sea. The new leasing plan would enter effect in 
2019 and run until 2024.  
 
The top 10 countries with the largest remaining crude and condensate reserves are the US, Saudi 
Arabia, Iraq, Russia, Canada, Kuwait Iran, UAE, Brazil and China. Unconventional oil reserves account 
for 9.2% of all remaining reserves in these 10 countries, oil sands reserves stand at 6.7%, and heavy 
oil represents 4.5%, according to market analyst GlobalData. The US holds the top spot among the 
10 countries, with 91.1bn barrels expected to be economically recovered in the country. Saudi 
Arabia, Iraq, and Russia follow closely with 77.4bn barrels, 71.8bn barrels and 70.6bn barrels, 
respectively. 
 
First oil premier’s Catcher Area in the North Sea was produced on 23 December 2017. Initial 
production of 10,000 b/d from the Catcher field will be ramped up in phases with production from 
the Varadero field followed by the Burgman field. Production in the Catcher Area a whole will 
increase to approximately 60,000 b/d during 1H2018, adding 30,000b/d (net) to Premier’s daily 
production. 
 
ExxonMobil has made its sixth oil discovery offshore Guyana since 2015. The Ranger – 1 well 
discovery adds to previous worlds – class discoveries at Liza, Payara, Snoek, Liza Deep and Turbot, 
which are estimated to hold more than 3.2bn recoverable oil – equivalent barrels. 
 
Shell to redevelop Penguins field 
Shell has announced a final investment decision (FID) on the redevelopment of the Penguins oil and 
gas field in the UK North Sea. A new floating production, storage and offloading (FPSO) vessel will be 
constructed, the first new manned installation for Shell in the northern North Sea in almost 30 years. 
Discovery in 1974, the field was first developed in 2002 and is a joint venture between Shell (50% 
and operator) and ExxonMobil (50%). 
 
‘The redevelopment is an attractive opportunity with a competitive go –forward breakeven price 
below $40/b,’ reports Shell. The FPSO is expected to have a peak production in the region of 45,000 
boe/d. 
 
The Penguins field currently processes oil and gas using four existing drill centres tied back to the 
Brent Charlie platform. The redevelopment of the field, required when Brent Charlie ceases 
production, will see an additional eight wells drilled, which will be tied back to the new FPSO vessel. 
 
A joint ventured – owned / Shell – operated Sevan 400 FPSO has been selected as the development 
option for the field. Oil will be transported via tanker to refineries and gas will be transported via the 
FLAGS pipeline to the St Fergus gas terminal in north – east Scotland.  
 
Meanwhile, Shell completed the $150mn sale of the first phase of its Hong Kong and Macau LPG at 
the close of December 2017. The company will continue to operate the LPG plant in Hong Kong, 
which is part of the second phase of the transaction and is subject to conditions including regulatory 
approvals. As part of the sale, Shell branded LPG products will continue to be available in Hong Kong 
and Macau via a long – term brand license agreement with DCC LPG. 



 
Shell also recently announced that the agreement it signed with Dansk Olieselskab (DO) in 
September 2016 regarding the sale of Dansk Shell, which consists of the Fredericia refinery and local 
trading and supply activities, has terminated and the sale will not compete. The company also noted 
that the Group’s $30bn divestment programme ‘remains on track to complete in 2018, with deals 
worth $23bn completed, $2bn announced and $5bn in advanced progress.’ 
 
Permian Basin helping drive US oil production rise 
The US is the only out of the world’s five largest oil – producing countries not to be covered by the 
OPEC – led production cuts, which were recently extended beyond the March 2018 deadline and 
through 2019 in a bid to keep 1.8mn b/d off the market. The US oil sector is taking full advantage 
and is expected to reach record production levels of about 10.3mn b/d by late levels of about 
10.3mn b/d by late 2018, exceeding the previous peak reached in 1970, according to the US Energy 
Information Administration (EIA). Some forecasters predict even higher output levels. 
 
Production from the prolific Permian Basin will help drive US output, with the basin forecast to reach 
a second production peak this year, eclipsing 1973 levels by more than 25mn barrels according to 
market analyst IHS Markit. 
 
The mature hydrocarbon ‘super basin’, located in West Texas and south – eastern New Mexico, 
reached a new oil – production record of 815mn barrels or m ore in 2017 – far exceeding its previous 
peak of 790mn barrels set in 1973. 
 
‘The magnitude of the rebound in Permian Basin liquids production is unprecedented,’ says Reed 
Olmstead, Director, Energy Research and Analysis, IHS Markit. ‘Not so long ago, many in the industry 
were saying the Permian was dead, but the Phoenix has again risen from the ashes and is soaring to 
new heights. The Permian Basin is on track to add more than 2mn b/d in new production since 2007, 
and after the final – year production count is in for 2017, we will see the previous all – time liquids – 
production peak of 2.16mn b/d during 1973 surpassed by a significant margin, with total Permian 
volumes around 2.75mn b/d. This surge in Permian production is projected to push total US liquids 
production to a new all – time high by the end of 2018. We see US production exceeding 10.5mn b/d 
by the end of 2018.’ 
 
Aside from the overall E&P activity and related investment that is significant to the region, the state, 
and operators in the basin, ‘the implications for US energy security are significant – since [the 
country has] become, in a relatively short period of time, more self – sufficient in terms of energy 
supply and less reliant on imports.’ Olmstead says. 
 
Longer – term implications for Permian Basin oil supplies are evolving, and the future looks 
promising, according to IHS Markit, whose research suggests the giant basin still holds an estimated 
60bn – 70bn barrels of technically recoverable resources – about twice as much as the cumulative oil 
production to date. 
 
Since if first began producing in the 1920s from the famed Santa Rita # 1 well, the Permian Basin has 
produced more than 39bn barrels (cumulative) of oil, reaching peak volumes in 1973. As 
conventional oil production in the play declined steadily during the following three decades, many in 
the industry thought the Permian’s best days were behind it, but unconventional drilling and 
completion technology changed the game in the 2000s. This advance made possible the extraction 
of unconventional shale resources that were previously uneconomic to produce, and changed the 
view of geologists, who, for decades, had bypassed these less desirable targets in favour of 
conventional reservoirs. 



 
‘The Permian is one of the most prolific basins in the history of oil production. With the onset of 
horizontal drilling and new completion technology during the past decade, the production decline in 
the Permian has been reversed and the basin has eclipsed its previous peak,’ comments Pete Stark, 
Executive Director, Upstream Research at IHS Markit. ‘The significance of this second production 
peak cannot be overstated, since it truly revived a basin, and in many ways, the US E&P industry. 
When we consider the impact on the world’s crude markets, the Permian has to be considered a 
global disrupter.’ 
 
IHS Markit says the Permian Basin is of such significance to the global oil and gas industry that the 
basin is the model it uses as the benchmark for its ongoing research study on super basins. The 
market analyst has identified more than 25 super basins onshore that have multiple reservoirs and 
source rocks, diverse play types across numerous geologic horizons, infrastructure with access to 
markets, and established service sector and supply chains. 
 
The potential upside recoverable oil from 25 global super basins is estimated to be approximately 
840bn barrels. This is far larger than the resources required to generate the 40mn b/d of new oil 
supplies that may be required to meet estimated 2040 global oil demand, reports IHS Markit. 
 
‘The key question for truly optimising the potential of these super basins is whether the global 
petroleum industry has the wherewithal to successfully implement the Permian Basin model in 
mostly onshore, international super basins,’ notes IHS Markit. 
 
India launches major refinery off – gas cracker complex 
India’s Reliance Industries (RIL) has commissioned what is claims to be the world’s largest refinery 
off – gas cracker complex, at its integrated refinery – petrochemicals facility at Jamnagar, Gujarat, 
reports Raghavendra Verma in New Delhi. With a capacity of 1.5mn t/y the unit will make ethylene 
glycol (MEG) and polyethylene (PE). 
 
According to a Reliance statement, the complex has been built with about 40% lower capital costs 
compared to similar projects globally and brings the combined ethylene capacity of the company 
close to 4mn t/y, counting all its five manufacturing sites in India. 
 
Mukesh Ambain, Reliance Chairman and Managing Director, says the complex had been carefully 
designed to suit its feedstock integration and operate at high efficiency. The new unit, together with 
the MEG and PE manufacturing plants, ‘marks a paradigm shift in the profitability and sustainability 
of Reliance’s petrochemicals business’, he claims. 
 
The cracker and MEG plant complete a comprehensive in – house polyester value chain, following 
Reliance’s commissioning of paraxylene, purified terephthalate plants over the last three year. 
 
In another recent advance, Reliance has boosted its propylene production to enhance the output of 
its existing polypropylene plant at the Jamnagar complex, to produce high – value copolymers. Along 
with the company’s existing PE plants at other manufacturing sites, the new unit enhances its 
capability to produce the entire range of PE grades covering all end – uses in the Indian market. 
 
The launch has been welcomed by the Indian plastics industry. Production capacity created by the 
new unit will increase both the quantity of inputs, according to Akhilesh Bhargav, Chairman 
Environment for the All India Plastics Manufacturers Association in Mumbai. ‘Now the grades of the 
plastic raw material will also increase,’ he told petroleum Review. ‘Previously we had to import or 
compromise on the grade of the material.’ According to Bhargav, the annual growth of India’s plastic 



processing industry has been more than 10% for several years and without the supply from this new 
unit such expansion would not be sustainable. 
 
Looking forward 
After four consecutive years of a crude oil downturn, a much – weathered but technology – driven 
industry is showing signs of a sustainable recovery, write Rajeev Chopra, Global Leader, Energy & 
Resources, Deloitte Touche Tohmatsu Limited and John England, Energy & Resources Leader, 
Deloitte US. 
 
Identifying trends in the petroleum industry is always a tricky business, but even more so when 
undertaken in the trough of the longest and most severe downturn in its history. However, the 
industry’s remarkable resilience – and its propensity historically to use disruptions and downtimes to 
reassess, reinvent and re – engage – are often key enablers of recovery. 
 
In 2018, these indicators point to an industry at a major inflection point, one where the role of 
unconventional and the widening integration of digital technologies are not only changing the 
economics of oil and gas operations, but redefining the industry for decades to come. 
 
How we got here 
The fact that few are calling for global oil prices to climb much beyond $60/b by 2020 reflects recent 
over – supply dynamics driven initially by the failure of OPEC and Russia to curtail production in 2015 
– 2016. Furthermore, a counterbalancing of supply force saw sustained year – on – year increase in 
US shale production during concurrent OPEC and non – OPEC production cuts post 2016. At the 
same time, global inventories have been very slow to decline, helping to extend the downturn and 
attenuate the recovery. Recent highs in the $60 range reflect geopolitical forces rather than 
fundamental global market balances. However, US oil inventories that were headed in the right 
direction in 2017 will be accompanied by global oil inventories that should see accelerated decline in 
light of the November OPEC and Russia extension agreement on production cuts. 
 
For 2018, the central question remains how effective production cuts will be whether nothing short 
of a significant supply shock will move the index. In that context, OPEC retains its important role 
going forwards, but it is the emergence of tight oil in the US – and potentially Canada and Argentina 
– that has the potential to alter the playing field for the foreseeable future. Brazil is also likely to see 
an uptick in production as the pre – salt deepwater plays attract interest and investment among 
international players. 
 
Natural gas prices, already firming in 4Q2017, will remain robust; even if overshadowed by low – 
cost supply from a number of regions, especially the US, where shale development alone accounts 
for 50% of gas production. Indeed, natural gas will be one of the market dynamics to watch – LNG 
will expand, assisted by the emergence of a more flexible and fluid trading environment based on 
the multiplication of supply source and demand countries. Prices will also increase due to index 
pricing mechanisms, whereby a recovery in the price of oil ensures LNG prices increase in step. 
 
At the same time, supply will also rise in 2018 with more US locations opening up, Yamal LNG in 
Russia coming onstream, and Australia’s Wheatstone project reaching its first full year of production. 
Demand is also picking up, particularly as China loads up its regasification terminals and more buyers 
in Europe seek diversification away from Russian gas. 
 
The longer term promises to be even interesting, as there is consensus that over the next couple of 
decades natural gas is a growth fuel, for reasons of electrification income growth and lower carbon 
footprints. 



 
Rolling with the punches 
Since 2014, the industry has taken it on the chin in the upstream sector, with bankruptcies, 
unprecedented declines in market capitalisation and capital expenditures, and staggering job losses 
that threaten to damage the industry’s brand as a career destination, while further exacerbating a 
looming retirement problem. Cost control will remain critical in 2018, with the supply chain, 
headcount reductions, debt service, performance enhancements and strategic moves all possible 
areas of challenge, but also opportunity. Rig deployment will retain its aura of caution, 
notwithstanding the uptick of drilling in leading plays like the Permian Basin Policy and geopolitical 
factors, including taxes and regulations, environmental and stakeholder issues and OPEC production 
rates, loom as ever – present business environment risks. In contrast, the midstream sector is seen 
as well positioned for growth, with the US Gulf Coast, Midwest and Appalachia regions drawing the 
most interest and driven by a primary focus on natural gas pipelines. Environmental issued will 
remain a challenge, even with the US administration approval of Keystone XL and the recent green 
lighting of Kinder Morgan’s Trans Mountain pipeline expansion in western Canada. If this goes 
ahead, it will give oil sands production access to international markets via a coastal export facility. 
Ongoing cost containment and successful navigation of regulatory waters will help accelerate 
infrastructure build – outs to serve industrial users and power generators as the largest consumers 
of gas and several LNG projects are poised to come online or awaiting final investment decisions 
(FIDs). 
 
Looking downstream, recent refining margins based on low input prices and 10 years of sustained 
refined product export growth will run up against demand uncertainty in the overall fuels outlook in 
2018. Increased diffusion of fuel efficient engine technology and the use of compressed natural gas 
(CNG) in trucking and LNG in the shipping industries are growing drivers, as is the emergence of 
consumer interest in ride – sharing, self – driving vehicles, biofuels and electric vehicles. 
 
There are several longer – terms challenges in downstream as a result of these factors, including the 
need to accurately read disruptions to transportation fuel markets, as natural gas, natural / 
renewable gas blends, hydrogen and electric recharging compete for the future of transportation. 
Shell’s hedging of electric mobility via its 4Q2017 acquisition of Dutch – based NewMotion and the 
growing list of nations adopting energy policies transitioning from conventional transportation fuel 
suggest innovation in downstream will be increasingly critical to industry sustainability. 
 
An unconventional truth 
The role of unconventional – petroleum liquids extracted using techniques other than by 
conventional oil wells such as tight oil and oil sands – will be a particularly important piece of the 
global oil market puzzle in 2018 and beyond. Already accounting for approximately 10% of the 
world’s oil supply, unconventional resources like those in the Permian Basin have been highly 
resilient to the collapse in oil prices. This is due in part to significant reductions in break – even 
prices that have resulted in an uptick in drilling and consistent month – over – month production 
growth. Furthermore, with major plays poised or with the potential to come on the scene – including 
the Duvernay shale in Alberta, the Vaca Muerta shale reserves in Argentina and similar projects in 
Russia and China unconventional could easily play an even bigger role than they do today. 
 
Cost reductions in unconventional production since 2014 have been remarkable, with break – even 
costs across the major US shale plays, for example, still 30% to 50% below the levels of early 2015. In 
Alberta, where operators traditionally have taken advantage of downturns to improve bitumen 
extraction processes, break – even costs are as low as $37/b and falling – confirming that rumours of 
the demise of the Canadian oil sands have been greatly exaggerated. 
 



One challenge in 2018 and going forward will be sustaining these track records, recalling that 
unconventional came about only through the close partnering of oilfield services companies and 
their customers. But with further decreases in research and development (R&D) spending 
anticipated, and largely core and incremental innovation efforts, efficiency gains in unconventional 
production could flatten. This would ultimately impact the climb back to recovery that comes from 
being progressively low – cost providers and suppliers. 
 
However, with a projected flat – to – moderate capex growth across resource types in the 2018 -
2020 time frame, we should see industry prioritising onshore investments, particularly shales and 
short – cycle projects. The question going forward is the extent to which operators can remain 
confident. By late 2017, some 22 exploration and production companies (E&P) which had announced 
higher spending earlier in the year then revised fourth – quarter capex guidance downward, 
reminding us that while short – cycled shale projects are projected to grow significantly, the 
numbers can change notably if oil prices remain under pressure. Overall, however, the sheer 
prolificacy and potential of the resource makes unconventional a key sector to watch. 
 
Super connectivity 
An increasingly critical factor that could fundamentally change the petroleum industry in 2018 and 
beyond is digitisation. Already well – established at the asset level in upstream and refining, oil and 
gas automation and digital technologies will go to next levels, further driving integration across 
portfolios, equipment and other assets, while linking operations with back office and the supply 
chain. The overall end game of better efficiencies, safety and decision making will continue to be 
tempered somewhat by elements of cyber – security risk. But the dramatically falling costs and 
power of advanced sensing, systems integrations especially machine learning and predictive 
analytics are rewriting the operating landscape. Oil and gas companies can no longer remain behind. 
 
Downstream, robotic process automation will continue to streamline administrative and supply 
chain processes and bring about huge cost efficiencies. Remote sensors will further advance asset 
tracking and the ability to predict equipment failures – a potential windfall scenario going forward 
for an industry worth an overall $3.4tn in net property, plant and equipment. 
 
The prize is also impressive in the upstream sector, where digitisation is already entrenched and 
primed for next – level applications like convoluted neural networks and deep learning. For example, 
the ability to image small or low – energy faults and remove noise patterns can accelerate 
interpretation and modelling workflows – key advantages in tight oil plays in particular, where well 
data can be sparsely sampled and seismic data often lacks the resolution geoscientists need to fully 
understand a deposit’s characteristics. 
 
With oil and gas operations lagging in digitisation relative to other sectors, the future of the industry 
will increasingly incorporate the technical skills of professionals from outside the sector. This stark 
reality will challenge more companies to adopt strategic, top – down approaches to digitisation to 
ensure the investment achieves optimised technical and organisational performance. 
 
Decarbonisation – the future is now 
In 2018, demand for electric vehicles will continue its ascent. The renewable sector as a whole will 
sustain its 7& per year growth trajectory and fewer will deny the relevance of transitioning to 
cleaner energy sources. However, with non – hydro renewable comprising a mere 4% of the current 
energy mix and facing a massive scaling up challenge, deployment levels today remain a far cry from 
the 20% renewable in the energy mix that would be required to meet even current Paris Agreement 
targets. 
 



The simple reality is that while decarbonisation is most certainly an unstoppable phenomenon, it 
took 130 years from the Industrial Revolution to get into this carbon squeeze, and it is likely to take 
100 years to dial it back down. Nonetheless, an expanding policy and regulatory domain aimed at 
encouraging and enforcing alternative energy growth and energy efficiency will sustain the growth 
of renewable but also improve conditions for potential technological breakthroughs as tax credits 
and other monetary tools, visionary companies and entrepreneurs move more financial resources 
into green technology R&D. In the immediate future, global scale energy growth will also contend 
with the crucial role of coal in the economies of India and China, as they continue balancing 
economic growth with environmental improvement. 
 
This also aligns with a world rapidly shifting away from legacy technologies based on centralised 
control and toward decentralised systems and customer – focused experience. In the near – term, 
ongoing development and expansion of digital technologies such as smart micro – grids will continue 
to provide improved quality, flexibility and reliability in power generation, storage, use and costing. 
We may well be witnessing one of the most important infrastructural build – outs in history, given 
the clear convergence of current revolutions in energy, communication, the internet of Things (IoT), 
operational technology (OT) and transportation. 
 
Low carbon investment climbs in 2017 
Solar power in China lead global renewable investment to reach $333bn in 2017. Brain Davis, 
Deputy Editor of Petroleum Review, Writes 
Global investment in low carbon power technologies was driven by a boom in photovoltaic (PV) 
installations by China last year, which overshadowed jumps in investment in Australia and Mexico, 
and declines in Japan, the UK and Germany, according to analysis from Bloomberg New Energy 
Finance (BNEF). 
 
Global investment in renewable energy and smart energy technologies reached $333bn last year, up 
3% from 2016, and 7% short of the record $360bn reached in 2015. ‘The 2017 total is all the more 
remarkable when you consider that capital costs for the leading technology – solar – continue to fall 
sharply,’ said Jon Moore, Chief Executive of BNEF. ‘Typical utility – scale PV systems were about 25% 
cheaper per MW last year than they were two years earlier.’ 
 
Solar investment globally reached $161bn in 2017, up 18% on the previous year despite these cost 
reductions. Just over half of that world total, $86bn, was spent in China, up 58% on 2016 with a total 
of 53 GW of PV capacity installed. 
 
Chain installed about 20 GW more solar capacity in 2017 than was originally forecast. ‘This 
happened for two main reasons,’ said Justin Wu of BNEF Asia – Pacific. ‘First despite a growing 
subsidy burden and worsening power curtailment, China’s regulators, under pressure from the 
industry, were slow to curb build of utility – scale projects outside allocated government quotas. 
Developers of these projects assume they will be allocated subsidy in future years.’ 
 
‘Second, the cost of solar continues to fall in China, and more projects are being deployed on 
rooftops, in industrial parks or at other distributed locales. These systems are not limited by the 
government quota.’ 
 
Overall, Chinese investment in clean energy technologies was $133bn, up 24%. The next biggest 
investing country was the US with $57bn investment, up 1% on 2016 despite antipathy towards 
renewable energy from the Trump administration. 
 



Large wind and solar project investments pushed Australia to a record $9bn, and Mexico to $6bn. On 
the downside, Japan saw investment decline to $23bn, while Germany slipped to $15bn and the UK 
to $10bn due to changes in government policy support. Europe as a whole invested $57bn, down 
26% year – on – year. India spent $11bn. 
 
By sector, solar led the way, attracting $161bn. The two biggest solar projects to get the go – ahead 
last year were both in the United Arab Emirates – the $899mn, 1.2 GW Marubeni JinkoSolar and 
Adwea Sweihan Plant, and the $968mn, 800MW Sheikh Mohammed Bin Rashid Al Maktoum III 
installation. 
 
Wind was the second – biggest sector for investment in 2017, at $107bn. This was down 12% on 
2016 levels. Among record breaking projects, American Electric Power said it would back the 2 GW 
Oklahoma Wind Catcher project in the US at $2.9bn. Qrsted reached a final investment decision on 
the 1.4 GW Hornsea 2 project in the UK North Sea, at an estimated $4.8bn. Some 13 Chinese 
offshore wind projects were financed 1st year, with estimated value of $11bn. 
 
The third – biggest sector was energy – smart technologies, where asset finance of smart meters and 
battery storage, and equity – raised by companies in smart grid, efficiency, storage, and electric 
vehicles, reached $50bn in 2017, up 7% on 2016. The remaining sectors lagged far behind, with 
biomass and waste – to – energy down 36% at $4.7bn, biofuels down 3% at $2bn, small hydro at 
$3.4bn, geothermal at $1.6bn, and marine energy at just $156mn. 
 
‘Hidden’ emissions of wind and solar pale beside climate benefits 
Wind and solar energy technologies still produce carbon emissions – solar cells and turbine blades 
need to be made, components, need to be transported, and plants need to be built. But these 
emissions ‘pale in comparison’ compared to the emissions avoided by the use of fossil fuels to create 
the same energy, according to a study from the Potsdam Institute for Climate Impact Research. 
 
The study, published in Nature Energy, says that complete decarbonisation of the global power 
sector using wind and solar technologies would induce ‘modest indirect greenhouse gas emissions’. 
Wind and solar power would therefore not impede the transition to a climate friendly power system, 
says the study. 
 
The analysis calculates lifecycle greenhouse gas emissions for different power technologies, 
integrating energy, economic and climate models to look at the most cost – effective strategies to 
tackle climate change. It takes account of both direct and indirect emissions associated with power 
generation.  
 
The study presents outcomes for a range of low carbon generating technologies. It finds that fossil 
fuelled power plants equipped with carbon capture and storage result in 100 grams of carbon 
dioxide equivalent per kWh by mid – century, around ten times more than the equivalent 10 grams 
for wind and solar power. For comparison, conventional coal plants emit around 1,000 grams per 
kWh. 
 
‘Often, people object to low carbon energy systems, pointing to the energy needed to produce all 
the solar cells and wind power plants,’ said edgar Hertwich, a Professor of Industrial Ecology at Yale 
University and co – author of the study. ‘But due to technological innovation, less and less energy 
will be needed to produce wind turbines and solar photovoltaic systems.’ 
 
‘When it comes to life cycle greenhouse gas emissions, wind and solar energy provide a much better 
greenhouse gas balance than fossil – based low carbon technologies, because they do not require 



additional energy for the production and transport of fuels, and the technologies themselves can be 
produced to a large extent with decarbonised electricity,’ he said. 
 
Technology improvements, competitive procurement and proficiency of global project developers 
will lower costs 
New analysis from the International Renewable Energy Agency (IRENA) lays bare the fall in cost of 
generating power from renewable sources, which is most dramatically emphasised by utility – scale 
solar PV - whose costs have fallen by 73% since 2010. 
 
IRENA’s report, Renewable Power Generation Costs in 2017, also indicates that the cost of onshore 
wind power has fallen by a quarter over the same period. Its analysis indicates that global weighted 
average costs over the last 12 months for onshore wind and solar PV stand at $6 cents and $10 cents 
per kWh respectively. 
 
The report uses recent auction results to suggest that future projects will significantly undercut 
these averages, with the best onshore wind and solar PV projects delivering electricity for an 
equivalent of $3 cents per kWh or less within the next two years. On average, solar PV costs are 
expected to halve from today’s numbers by 2020, says IRENA. 
 
The organisation’s cost banding for fossil fuel power generation ranges from $5 – 17 cents per kWh.  
 
‘This new dynamic signals a significant shift in the energy paradigm,’ said Adnan Z Amin, IRENA 
Director General, at the report’s launched in Abu Dhabi. ‘These cost declines across technologies are 
unprecedented and representative of the degree to which renewable energy is disrupting the global 
energy system.’ 
 
The report also finds that bioenergy, geothermal (both currently at around $7 cents per kWh) and 
hydropower projects over the last 12 months have competed directly on costs with power from 
fossil fuels. Offshore wind and concentrating solar power projects commissioned in 2020-202 will 
cost in the range of $6-10 cents per kWh, according to the analysis. 
 
The cost drops for renewable are facilitated by competitive procurement practices and the 
emergence of a large base of experience medium – to – large project developers competing for 
global market opportunities, along with continued technology improvements, says IRENA. 
 
The lowest cost solar PV projects in 2017, at $3 cents per kHw and below, were found in Abu Dhabi, 
Chile, Dubai, Mexico, Peru and Saudi Arabia. 
 
Meanwhile, a separate policy brief from IRENA and the World Resources Institute finds that 
increasing the share of renewable in India’s power mix would help the country save water. The brief 
says that focusing on building solar PV and wind in the country, along with implementing changes in 
the mandated cooling technologies for thermal power plants, would substantially reduce water 
withdrawal and consumption intensity of power generation. 
 
The brief, Water Use in India’s Power Generation – Impact of Renewable and Improved Cooling 
Technologies to 2030, finds that a power sector transformation driven by solar PV and wind, coupled 
with improved cooling technologies in thermal and other renewable power plants, could yield as 
much as an 84% decrease in water withdrawal intensity by 2030, could lower annual water 
consumption intensity by 25% and reduce carbon emissions intensity by 43% compared to 2014 
levels. 
 



Trump looks to open up US Waters to oil and gas drilling 
Draft proposal already facing resistance, while World Bank plans to end its support for oil and gas 
exploration 
The Trump administration has proposed to reverse former US President Barack Obama’s closure of 
Arctic and Atlantic waters to oil and gas drilling, along with almost all the waters surrounding the US. 
 
A draft proposal outlined from the US Secretary of the Interior Ryan Zinke outlines plans to make 
over 90% of the US’ Outer Continental Shelf (OCS) available for future oil and gas exploration and 
development. The proposal, which covers the years 2019 to 2024, includes 47 potential lease sales – 
19 off the coast of Alaska, seven in the Pacific, 12 in the Gulf of Mexico, and nine in the Atlantic. It 
covers 25 of the 26 US offshore planning areas. 
 
The plan fits well into the Trump administration’s ‘America first’ narrative. ‘By proposing to open up 
nearly the entire OCS for potential oil and gas exploration, the US can advance the goal of moving 
from aspiring for energy independence to attaining energy dominance,’ said Vincent Devito, 
Counsellor for Energy Policy at the Department of the Interior. 
 
‘Responsibly developing our energy resource on the OCS in a safe and well – regulated way is 
important to our economy and energy security, and it provides billions of dollars to fund the 
conservation of our coastlines, public lands and parks,’ said Zinke. 
 
The Obama administration closed most federal Arctic waters to oil and gas leasing in late 2016, 
placing the entire Chukchi Sea off limits, and all but a 2.8mn acre strip of territory in the Beaufort 
Sea. 
 
The new Trump proposal was predictably met with dismay from environmental groups. A joint 
statement from 64 organisations said that the five – year plan would heighten spill risks for US 
coastal areas, threatening economies, businesses and marine life in previously undeveloped waters. 
 
The grouping, which includes Greenpeace and the Natural Resources Defense Council (NRDC), said 
that the Trump administration in ignoring sound science and broad public input, and that the 
proposed plan promises ‘severe and unacceptable harm’ to America’s publicly owned oceans, 
coastal economies, public health, climate and marine life. 
 
Various US state governors are also opposed to the plan. Florida governor Rick Scott, a Republican, 
said that drilling off the state’s coast would affect its tourism industry, which prompted Zinke to then 
indicate that Florida water would in fact not be opened for drilling. This then led to other governors, 
including in South Carolina and New York, to seek exemptions. 
 
The governors of New Jersey, Delaware, Maryland, Virginia, North Carolina, California, Oregon, and 

Washington are also against the proposal, which is not final and is subject to a 60-day consultation 

period. 

 

Moving in the opposite direction, the French Parliament has passed legislation that will required all 

oil and gas exploration on French territories to end by 2040 – the first time a country has taken such 

action. Under the bill new exploration licences will no longer be granted, and existing licences will 

not be renewed after 2040. Reuters reports that France only produces 6mn barrels of oil a year, 1% 

of its consumption, and that it will continue to import and refine oil. 



 

And the World Bank has announced that it is planning to end its financial support for oil and gas 

exploration projects after 2019, in a bid to help counties meet their 2015 Paris Climate Agreement 

goals. 

However, consideration will still be given to financing upstream gas projects in the poorest countries 

where there is a clear benefit in terms of energy access for the poor – but only if the project does 

not conflict with Paris Agreement commitments to reduce emissions. The moves were outlined by 

World Bank Group President Jim Yong Kim, speaking at the One Planet Summit in Paris in December 

last year. 

China to create world’s largest carbon market 
China – the world’s biggest carbon emitter – has announced plans to create what will become the 
world’s largest emissions trading system (ETS), which will initially cover power generators and then 
expand to industrial emitters. 
 
Some analysts are expecting that this will enable China to beat its self – imposed target of peaking its 
emissions by 2030. But others are expecting a slow start to the scheme. 
 
‘The NDRC *China’s National Development and Reform Commission+ has reiterated that the carbon 
market is created with the aim to curb emissions. But to what extent the ETS could contribute 
depends on the design,’ says Tianyu Meng, an Analyst from Thomson Reuters. 
 
‘Many details of the market design are yet to be finalised and disclosed to the market,’ said 
Hongliang Chai, a Senior Analyst at Thomson Reuters. 
 
According to the Carbon Team at Thomson Reuters the ETS will initially cover the power sector – 
some 1,700 power companies, 10,000 tonnes of coal equivalent and total emissions of 3.5 
gigatonnes of carbon dioxide. This compares in size to the EU ETS’ 1.9 gigatonnes of carbon dioxide. 
Aluminium, cement and other sectors are scheduled to join later. 
 
The ETS is designed to go through three phases – ‘setting up’, ‘simulation’ and ‘deepening’ – with 
the first two phases taking around one year, and only featuring the power sector. China’s existing 
eight regional pilot markets are to continue to operate and include entities that are not included in 
the national market, says Thomson Reuters. 
 
 


