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Sudan and South Sudan recently agreed to extend an oil deal originally negotiated in 2012, which 
will enable landlocked and troubled South Sudan to continue utilising a Sudanese pipeline to export 
its crude, reports Andrew Green. ‘We have agreed to extend it for another three years,’ Sudan’s 
Petroleum and Gas Minister Mohamed Zayed Awad told local news agencies after signing the deal. 
 
Under the renewed deal, Juba (the capital of South Sudan) has to pay to use the pipeline, in addition 
to paying transit and transportation fees – the original agreement included a $3bn transitional 
financial arrangement (TFA). In total, Juba originally paid Khartoum (the capital of Sudan) about 
$25/b. As global crude oil prices fell, Khartoum agreed in early 2016 to float that fee. 
 
Details on the renewed arrangement are still scarce, including how much money South Sudan still 
owes toward the TFA. South Sudan’s only official statement came after the signing, when its 
Petroleum Minister Ezekiel Lol Gatkuoth pledged cooperation with Khartoum. 
 
The deal comes as South Sudan, mired in a three – year internal civil conflict, has struggled to 
maintain production levels. The fighting has forced cuts from 220,000b/d to an estimated 130,000 
b/d.  
 
‘In the last two years, we’ve seen repeated statements from the South Sudanese government that 
production will increase again,’ says Luke Patey, a senior researcher at the Danish Institute for 
International Studies, who authored a book on the oil industry in the two countries. I’m not 
confident that it will actually occur this year.’ If production figures remain low, Patey does not 
expect South Sudan’s oil to have a significant impact on global markets. 
 
Oil has been a flashpoint since South Sudan seceded from Sudan in 2011. It took with it 75% of the 
former united Sudan’s oil reserves, although it had no means of export aside from the pipeline 
through the successor state of (northern) Sudan. The two states were initially unable to reach an 
agreement and in January 2012 South Sudan abruptly stopped oil production. The September 2012 
agreement ended that stalemate. 
 
  
Driven by the success of Eni’s major Zohr feld gas discovery offshore Egypt in 2015, companies are 
rethinking the Eastern Mediterranean region’s gas potential, according to new analysis from IHS 
Markit. Furthermore, Total, announcement that it will drill a 2017 exploration well in its deepwater 
block 11 located offshore Cyprus indicates the growing interest in the wider region. 
 
Indeed, the market analyst company believes that Total’s Cypriot well will be one of the ‘most 
critical wells drilled globally in 2017 for the E&P industry, especially given the slowdown in 
exploration drilling worldwide’. 
 
Total’s offshore Cyprus block 11 is located to the north of Zohr’s Egyptian Shorouk offshore block, 
which, according to Graham Bliss, Senior Director of Plays and Basins Research, IHS Markit, is the 
first time in the region that a carbonate, rather than a sand, reservoir has been targeted. ‘The 
carbonate reservoir that comprises Zohr is of particularly high quality,’ he said. ‘As such, it will likely 
enable development using a minimum number of wells and, therefore, reduce costs and enhance 
project economics.’ 
 



The Zohr Field is one of the largest conventional gas discoveries of recent years. It has in place 
resources of 32tn cf of dry gas, with possible recoverable resources of about 20tn cf, according to Eni 
statements. Phase 1 of the field development is due to come onstream in 2017. 
 
‘The existence of a carbonate reef play, which Zohr has proven to be, is very different from the 
turbidite sand – play discoveries in the Israeli Levantine Basin and the Egyptian Nile Delta Basin,; 
Bliss said. ‘If the Zohr carbonate play extends northward into Total’s block 11, then the potential for 
a significant discovery in block 11 exists, resulting in profound implications for the region. A major 
find would provide competition with offshore Israel gas fields to fulfil Egypt’s rising gas demand, and 
within the complex jigsaw puzzle of gas supply and demand in the Eastern Mediterranean, could 
even potentially lead to gas exports to Turkey,’ 
 
IHS Markit research has also concluded that direct pipeline exports from the Eastern Mediterranean 
to Greece are potentially commercially viable. 
 
The competitive landscape in the region has already begun to change in anticipation of the potential. 
In November 2016, BP purchased a 10% equity stake in the Shorouk offshore block (including Zohr) 
from Eni, with the option to acquire a further 5% Stake. 
 
Meanwhile, the December 2016 announcement of results from Cyprus’s Third Offshore Licensing 
Round confirmed the interest of established and new companies in the Eastern Mediterranean 
region’s growing gas potential. Eni extended its key role in the region with its award of offshore 
Cyprus block 6 (north – west of block 11) with partner total, as well as offshore block 8 (north – east 
of block 11). ExxonMobil won the bid for offshore block 10 (which Total had previously relinquished). 
The ranks of larger companies in the region have now swelled to include Total, ExxonMobil and 
Rosneft, in addition to the established players Eni, Shell and BP. 
 
While gas is primary target for the Total Cyprus block 11, the IHS Markit analysis suggests there is 
some potential for a deeper, but unproven, Cretaceous target, which could have oil potential. 
 
 
ADNOC has awarded BP a 10% interest in Abu Dhabi’s onshore oil concession operated by ADCO, the 
Abu Dhabi Company for Onshore Petroleum Operations. As part of BP’s interest in the concession, it 
will become asset leader for the Bab integrated asset group within ADCO. It is hoped the new 
partnership model will bring technology, expertise and financing aimed at maximising the value of 
the resources and supporting the transfer of knowledge. BP joins Total of France, Inpex Corporation 
of Japan, and GS Energy of South Korea as shareholders of ADCO and the onshore concession, who 
each own a 10%, 5% and 3% interest respectively. ADNOC will continue to explore opportunities 
with potential partners for the remaining 12% stake of the 40% earmarked for foreign partners. 
 
Nigerian National Petroleum Corporation (NNPC) has awarded contracts to 39 companies for crude 
oil offtake in 2017-2018. According to Global Energy Research, 18 Nigerian companies secured 
contracts, 11 traders, five foreign refiners, three government – backed companies and two trading 
units of NNPC. All of the contracts are for 32,000 b/d, apart from NNPC’s Panama – registered Duke 
Oil unit, which won a deal for 90,000 b/d. Meanwhile, NNPC has reiterated its intent to proceed with 
two new LNG projects in Nigeria – Brass LNG and OK LNG – describing both as ‘ priority ventures’. 
 
Ashurst is advising Tullow Oil on a substantial farm – down of its assets in Uganda to Total E&P 
Uganda. Under the terms of the agreement, Total will acquire 21.57% in the Lake Albert 
development project in Uganda, with Tullow retaining a 11.76% interest in the upstream project and 
pipeline, which would reduce to 10% when the government of Uganda formally exercises its right to 



back – in. The Lake Albert project is expected to achieve around 230,000 b/d when it reaches 
plateau. 
 
BP and PTT have entered into a sales and purchase agreement under which BP will provide PTT with 
approximately 1mn t/y of LNG. The term of the agreement is 20 years. LNG supply will commence in 
2017 and will be sourced from BP’s diverse portfolio of LNG, including the Freeport LNG project in 
the US. Commercial terms of the agreement have not been disclosed. 
 
In line with the pricing policy announced by Petrobras in October 2016, the company raised the price 
of diesel sold at its refineries by 6.1% on average, in January 2017. The price of gasoline sold at its 
refineries remains unchanged. The decision is mainly due to the effect of the continued, although 
modest, rise in oil prices in international markets, the strengthening of the Brazilian real since that 
last price review, and adjustments to Petrobras’ competitiveness in the domestic gasoline and diesel 
markets. The price changes also reflect seasonal movements in international oil product prices, as 
diesel prices have responded to higher demand during the Northern Hemisphere winter. As Brazilian 
law guarantees pricing freedom in the market for fuels and oil products, the refinery price changes 
made by Petrobras may or may not be reflected in consumers’ end prices. This will depend on price 
changes made by other players in the fuel chain, especially distributors and gas stations. If the 
adjustments made are fully passed on and no changes take place in the other elements that make up 
the end price for consumers, diesel prices could increase by 3.8% or around R$0.12 per litre on 
average, notes Petrobras. 
 
Helios Investment Partners and Vitol have agreed the acquisition of Shell’s 20% shareholding in Vivo 
Energy for $250mn. On Completion in 1H2017, Vivo will be owned 100% by Vitol and Helios. At the 
same time, a long – term brand licence agreement has been renewed with Shell soVivo Energy will 
continue to operate under the Shell brand. Vivo Energy, the company behind the Shell brand in 
Africa, was created by Helios, Vitol and Shell in 2011 when Shell divested its Majority shares in its 
downstream operations in 14 African markets. Since then, its shareholders have made significant 
investments in people and assets, expanding the retail network from 1,300 to 1,700 + stations and 
its presence to 16 countries. Vivo Energy plans and additional $300mn of investment over the next 
three years. 
 
Energy intelligence has released its annual ranking of the world’s 100 largest oil and gas companies, 
which compares private sector firms with national oil companies (NOCs). The Top 10 companies in 
this year’s rankings are 1 – Saudi Aramco; 2 – NIOC; =3 – CNPC and ExxonMobil; 5 – PDVSA; =6 – BP 
and Rosneft; 8 – Shell; 9 – Gazprom and 10 – Total. Some mid tier NOCs appear to be struggling, with 
Mexico’s Pemex down three places to 18th and Libya’s National Oil Corporation sliding two to 33rd. 
Spain’s Repsol jumped seven places following its acquisition of Canada’s Talisman. Meanwhile, 
headwinds in shale hit US independents, with Anadarko dropping five places and Chesapeake three. 
 
 
BP and Woolworths agree fuel retail partnership 
BP is to establish a strategic partnership with Woolworths, one of Australia’s largest supermarket 
retailers, rebranding and operating Woolworths’ existing 527 fuel and convenience sites, as well as 
an additional 16 sites currently under construction, across Australia for a total consideration of 
$1.3bn. 
 
A new fuel and convenience offer, Metro at BP, will be the first of its kind for Australia’s growing 
convenience sector, bringing together BP’s quality fuels, Woolworths’ Everyday Rewards, fuel 
discount dockets and a new range of high – quality, ready – to – eat and take home fresh food 
products, reports the oil major. 



 
Initially, the partners will launch a Metro at BP pilot programmes across 16 BP fuel and convenience 
sites and phase two of the programme will expend the Metro at BP format across more than 200 
sites. 
 
The acquisition of Woolworths’ fuel and convenience sites will add to BP’s existing network of 350 
company – owned retail sites across Australia. BP also supplies fuel and branding to a further 1,000 
sites owned by independent business partners. 
 
Ukraine lifts regulatory restrictions on gas exports 
Ukraine has amended legislation that previously restricted exports of natural gas and anthracite. 
‘This represents an unexpected move for a country which is a net importer of natural gas,’ 
comments international law firm CMS. ‘If it achieves its desired aims the Resolution will mark a 
significant step towards the liberalisation of the natural gas market in Ukraine, enabling the flow of 
natural gas from European Union countries with which Ukraine has interconnectors, and also from 
Ukraine to them.’ 
 
Since 2006, the export of gas of Ukraine origin has been heavily restricted by regulatory obstacles 
such as licensing (issued by the Ministry of Economy) and quotas (such quotas being determined on 
the basis of the Annual Gas Balance, usually equal to Zero), explains CMS. As a result, Ukrainian gas 
producing companies (both state – owned and private ones) have not exported natural gas from 
Ukraine since 2011. 
 
It should be noted, however, that due to Ukraine’s recent switch to a system of tariffs for entry / exit 
Capacity at Ukraine’s gas interconnectors with neighbouring EU countries, exporters of natural gas 
from Ukraine are now required to pay the tariffs for using Ukraine’s gas system exit capacity at those 
interconnectors. Such tariffs are calculated and approved by the Ukrainian energy regulator (the 
National Commission on the State Regulation of the Energy and Public Utilities Sector) for each 
particular exit point in $/1,000 cm. ‘At present, the relevant exit tariffs are only established for a 
number of exit points and vary from $16.74 to $32.8/1,000 cm depending on the exit point in 
question,’ notes CMS. 
 
Fossil fuels will provide nearly 80% of global energy demand in 2040, according to ExxonMobil’s 
latest Energy Outlook 
Global population growth of nearly 2bn, a doubling of worldwide economic output and rapid 
expansion of the middle class in emerging economies are all expected to contribute to energy 
demand growth of about 25% from 2015 to 2040, according to ExxonMobil’s 2017 Outlook for 
energy: A view to 2040. 
 
Efficiency gains across economies worldwide are expected to play a significant role in limited the 
growth in energy needs. Energy demand in member nations of the Organisation for Economic Co – 
operation and Development (OECD) is likely to be flat to 2040, while demand in non – OECD nations 
is expected to increase 40% as prosperity expands and access to modern energy increase. 
 
Growth in global energy demand will be led by grater electrification of the global economy. Some 
55% of the energy demand growth over the next quarter century will be tied to power generation 
needed to support the increasingly digital and plugged – in lives of society, according to the 
company’s annual long – range supply – and – demand energy forecast. 
 
Average electricity use per household will rise about 30% between 2015 and 2040. The share of the 
world’s electricity generated by coal is expected to fall to about 30%, from approximately 40% in 



2015 as the use of lower – emission energy source including natural gas, nuclear and renewable 
increases. 
 
‘As economies expand around the world, energy demand will increase as more people seek higher 
standards of living,’ said William Colton, ExxonMobil’s Vice President of Corporate Strategic 
Planning. ‘Humanity’s dual challenge is to meet growing energy demand while managing the risk of 
climate change. Our Outlook for energy can help people understand factors influencing future 
energy supply and demand and inform industries and governments as they consider future energy 
policy.’ 
 
With the global middle class more than doubling to about 5bn, the number of cars, sport – utility 
vehicles and pickups are expected to increase about 80% to 1.8bn vehicles by 2040. During the same 
period, average new car fuel economy will improve from about 30 miles per gallon (m/g) to nearly 
50m/g, reflecting significant strides in efficiency of conventional vehicles and a shift in the fleet mix 
favouring hybrid vehicles, the report shows. 
 
Global energy – related carbon dioxide emissions are expected to peak during the 2030s and then 
gradually decline. This is supported by an increasing shift to less carbon – intensive energy for power 
generation and higher energy efficiency across all sectors. 
 
Key findings of the ExxonMobil report include: 
 

 From 2015 to 2040, global demand for energy is expected to increase by about 25% - 
roughly equivalent to the total energy used today in North America and Latin America. 

 In  2040, oil and natural gas are expected to make up nearly 60% of global supplies, while 
nuclear and renewable will by approaching 25%. 

 Natural gas demand will expand significantly, accounting for about 40% of the projected 
growth in global energy demand. 

 Nuclear and renewable energy sources – including bio – energy, hydro, geothermal, wind 
and solar – are also likely to account for 40% of the growth in global energy demand to 
2040. 

 Oil will provide about one – third of the world’s energy in 2040, remaining the No. 1 source 
of fuel, with growth driven by commercial transportation and chemicals demand. Average 
global fuel economy for new light – duty vehicles is expected to improve by about two – 
thirds. 

 Carbon intensity of the global economy is likely to be reduced by 45% through 2040, 
reflecting significant gains in the energy efficiency of economies worldwide and a gradual 
transition to lower carbon – intensive energy types. 

 Global energy – related carbon dioxide emissions are likely to peak during the 2030s and 
begin to decline, even as global economic output doubles from 2015 to 2040. 

 North America, which for decades had been an oil importer, is likely to become a significant 
net exporter by 2015. 

 India is likely to surpass China as the world’s most populous nation by 2015. The two 
countries are expected to account for about 45% of the growth in global energy demand.  

 
France launches more than €20bn in green bonds 
France has announced it is launching more than €20bn of green bonds, in a move that follows hot on 
the heels of Poland, which became the first country to do so as 2016 drew to a close, writes Robert 
Follie of law firm Holman Fenwick Willan. 
 



According to France’s debt agency, the country will issue the green bonds over two to three years, 
including 2017 – with an initial offer at the start of January raising at least €2.5bn. At the close of 
2016, the Polish government issued €750mn of sovereign bonds. 
 
Green bonds are distinctive in that their proceeds are earmarked for use in financing projects or 
initiatives that have environmental and climate benefits. Indeed, according to Bloomberg, French 
Finance Minister Michel Sapin emphasised in early January 2017 that the government expected the 
green bond market to promote ‘climate awareness by all actors, bankers, companies and states’. 
 
The global market is currently dominated by development banks, businesses and local authorities, 
and it is hoped the entrance of powerful state bodies could build momentum in this area – even as 
noted climate change sceptic Donald Trump becomes US President. 
 
However, there are legal challenges and obstacles to overcome if sovereign green bonds are to take 
off and thrive. These challenges are mainly caused by a lack of common definition and legal 
framework; for instance, no monitoring mechanism is in place to ensure that the funds raised are 
actually used to finance environmentally friendly projects.  
 
The French government has tried to address these issues and avoid ‘greenwashing’ criticisms by 
implementing two innovative mechanisms: 
 

 An ex – ante control based on the intervention of an independent rating agency and the 
issuance of an annual report by the French government on the allocations of the funds 
invested: and  

 An ex – post control based on the opinion of a committee of experts in environmental 
issues. 

 
However, some uncertainties remain and the committee members selection process is yet to be 
determined. Moreover, these monitoring measures are limited to France and will have little impact 
globally. 
 
Another consequence of the lack of common definition is standardisation might be more difficult to 
achieve. This may discourage investors from investing as they perceive the bonds as being less liquid 
than other assets. 
 
To tackle this issue, France has developed the Transition Energetque et Ecologique pour le Climate 
(TEEC) label. It comes in addition to the Green Bonds Principles (GBP) or the Climate Bank Initiative 
(CBI), the two main international voluntary frameworks used to label green bonds. 
 
Finally, it must be noted that most of the green bonds are held by institutional investors. A way 
forward could be to ease individual investors’ access to the market. 
 
For these reasons, with hope that developments in France and Poland represent a new era, there is 
more progress to be made in terms of bringing legal certainty on a global perspective. 
 
 


