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ExxonMobil recent started development drilling at the Liza Phase 1 development offshore Guyana. A 
total of 17 wells are planned for Phase 1, laying the foundation for production start – up in 2020. The 
company and its co – ventures Hess and CNOOC have so far discovered estimated recoverable 
resources of more than 3.2bn boe on the Stabroek block. Liza Phase 1 is expected to generate over 
$7bn in royalty and profit oil revenues for Guyana over the life of the project. 
 
Sonatract, Total, Repsol and Alnaft (the National Agency for the Valorisation of Hydrocarbon 
Resources), have signed a new concession contract for a period of 25 years to extent exploration and 
production at Algeria’s Tin Fouye Tabankort (TFT) gas and condensate field. The deal will give Total a 
26.4% interest alongside Sonatract 51% and Repsol 22.6%. The companies have also signed a gas 
marketing agreement. The partners plan to develop more than 250mn boe of additional field 
reserves. TFT currently produces over 80,000 boe/d. 
 
Malaysian oil company Petronas is to take an equity position in LNG Canada, located in Kitimat, 
British Columbia (BC), on the west coast of Canada, through its wholly owned entity the North 
Montney LNG Limited Partnership (NMLLP). Upon closing, ownership interests in the project will be 
Shell (40%); Petronas (through NMLLP, 25%); PetroChina (15%); Diamond LNG Canada (a subsidiary 
of Mitsubishi, 15%) and Kogas (5%). It is planned to construct a four – train plant with a capacity of 
up to 26mn t/y, together with an export terminal and a 670-km gas pipeline. A final investment 
decision (FID) remains pending. 
 
In a step towards achieving the Indian government’s vision of developing the country into a gas – 
based economy, Indraprastha Gas Limited (IGL), India’s largest CNG distribution company, has 
entered into a memorandum of understanding (MoU) with Petronet LNG to establish LNG as an 
alternative transport fuel, in particular for heavy passenger and goods vehicles. The two companies 
plan to develop technology for LNG powered vehicles and infrastructure for storage and distribution 
of LNG and LCNG. 
 
Zohr field ramp – up 
The largest gas discovery ever made in Egypt and in the Mediterranean Sea, Zohr is expected to 
reach plateau production of 2.7bn cf/d in 2019 
 
The second production unit (T-1) of the Zohr project, which increases installed capacity by 400mn 
cf/d, has been commissioned just four months after the field’s start – up. Zohr now has a capacity of 
800mn cf/d, equivalent to 150,000 boe/d (46,000 boed net to operator Eni). The production  ramp – 
up is planned to continue, reaching 2bn cf/d by end – 2018, with plateau production of 2.7bn cf/d 
expected in 2019. 
 
The Zohr field is the largest gas discovery ever made in Egypt and in the Mediterranean Sea. It is 
located offshore, within the Shorouk block, in which Eni holds a 60% stake, Rosneft (30%) and BP 
(10%). In March 2018, Eni agreed to sell a 10% stake in the concession to Mubadala Petroleum. The 
project is executed by Petrobel, the operating company jointly held by Eni and the state corporation 
Egyptian General Petroleum Corporation (EGPC), on behalf of Petroshorouk, jointly held by the 
contractor (Eni and its partners) and the state company Egyptian Natural Gas holding Company 
(EGAS). 
 
Johan Sverdrup drilling platform installed 
The 22,000-tonne topside for Equinor’s Johan Sverdrup drilling platform was lifted into position in 
one single lift by the Pioneering Spirit, the world’s biggest heavy – lift vessel, at the start of June. 



After initial preparations, the actual installation job took only three hours, making it possibly the 
fastest ever installation of a large, fully completed topside, according to Equinor (formerly called 
Statoil). Two of the four platforms planned for the first development phase are now in place. 
 
Stale Hansse, Project Manager for the Johan Sverdrup jackets, installation and commissioning, 
describes, the technology enabling single – lift installation of big platforms as a ‘game changer for 
the industry’. Until now big topsides have been modular in design. No crane vessels have been able 
to lift more than 12,000 tonnes in one lift. The brand new lifting technology on Allseas’ Pioneering 
Spirit vessel, however, allows entire to be lifted in one single lift. 
 
The technology was initially developed for the removal of scrapped platforms during 
decommissioning operations. Equinor is the first to use the technology for the installation of big, 
new topsides. This has allowed for great savings in the construction and installation phases, both in 
terms of manhours and costs, and not least, reduced risks related to health, environment and safety. 
 
‘Equinor and the Johan Sverdrup partnership, working closely with Allseas, have made a 
breakthrough for the industry here. The safety, schedule and cost – related benefits are substantial, 
and we expect that many others will follow suit,’ says Hanssen. 
 
Pioneering Spirit will return to the Johan Sverdrup field in the spring of 2019, to install the last two 
topside structures in the first phase of the development, for the processing platform and the utility 
and accommodation platform. 
 
Overall, the use of Pioneering Spirit will help cut one million manhours offshore, according to 
Equinor. This enabled the Johan Sverdrup partnership to deliver a plan for development and 
operation (PDO) for Phase 1 of the development that included an earlier start – up of the field by 
three to six months than would have been possible with the alternative topside installation solution. 
At the same time, this helped cut estimated costs for the PDO by almost NKr1bn ($123mn). 
 
The drilling platform is due to become operational this autumn, tied back to eight wells pre – drilled 
by the Deepsea Atlantic semi – submersible in 2016. First oil is anticipated in late 2019. 
 
The 16bn cm/y Trans – Anatolian Pipeline (TANAP) in Eskisehir, Turkey, part of the $38bn Southern 
Gas Corridor project, has been inaugurated on time and under budget. 
 
Speaking ahead of the pipeline’s inauguration on 12 June 2018, Alasdair Morrison, Research Analyst, 
Caspian and Europe Upstream, Wood Mackenzie, said: ‘Since its approval in 2013, TANAP has been 
transformed from a strategically necessary but commercially questionable pipeline into a fast – 
tracked development with acceptable standalone economies... TANAP is a world – class example of 
cost savings. Its current budget of $8bn in 2018 terms is a 32% decrease from the initial $11.7bn 
estimate. This is thanks to a combination of good timing – contracting in the commodity and 
currency downturn – and best practice in an established pipeline corridor.’ 
 
The launch to TANAP’s 56-inch diameter eastern section, known as Phase Zero, is just the start of the 
Southern Gas Corridor commissioning process. Commercial operations on the line to Eskisehir will 
begin on 30 June marking first offtake under Turkey’s gas sales agreement (GSA) for Shah Deniz 
phase two volumes. 
 
The western 48-inch leg of the pipeline, which runs to the Turkey – Greece border, is also well 
advanced and will complete in 2019. This will enable Turkish offtake in Thrace and onward delivery 
of gas from Shah Deniz into the Trans Adriatic Pipeline (TAP) from 2020. 



 
Morrison continued: ‘TANAP’s commissioning is a giant leap towards Turkey’s ambition of becoming 
a gas transit hub. Together with flows from TurkStream, it will increase the amount of gas passing 
through Turkey to Europe by around 26bn cm/y by 2023. 
 
Turkey will be the key gateway for new Azeri and diverted Russian Nevertheless. TANAP expansion 
will be needed for the region to materially reduce its dependence on Russian gas, according to the 
market analyst. ‘Yet TANAP’s importance to Turkey if far more than just its transit role from 2020. 
For Turkey’s own market, it brings new volumes from a very reliable partner and, crucially, into areas 
of high demand,’ said Morrison.  
 
After its three – year ramp – up, TANAP will deliver 6bn cm/y of Shah Deniz gas to Turkey – more 
than 10% of the country’s gas demand. 
 
Carbon battle looms 
A battle is looming at the European Parliament over amendments to a proposed European Union 
(EU) regulation on carbon dioxide (CO2) targets for cars and vans, with left wingers calling for 
tougher limits, and the centre – right seeking to ease the auto sector’s burden, reports Keith Nuthall. 
 
The key proposals from the MEP charged with coordinating the parliament’s response – Miriam 
Dalli, a Maltese socialist – would strengthen the EU carbon emissions 2030 target for cars and vans 
from 30% to 50%; insist on a penalty for companies failing to meet a 2025 intermediate 25% target; 
and would make carbon test conditions tougher for manufactures. 
 
The parliament’s Green group has proposed an amendment demanding a 70% reduction target for 
2030. Meanwhile, Germany’s centre – right liberal MEPs are against imposing a 2025 target, while 
Jens Gieseke, a Christian Democrat German MEP, wants to delete the 2025 target and lower the 
2030 target to 25%. Votes on these proposals will be staged at the parliament’s Environment, Public 
Health and Food Safety Committee, probably by late July, when the assembly takes its summer 
break. 
 
Canadian government to acquire Trans Mountain Pipeline 
Kinder Morgan Canada reports that the Canadian government has agreed to purchase Trans 
Mountain Pipeline system and expansion project (TMEP) for C$4.5bn ($3.5bn), and is to join the 
company in seeking a third – party buyer for the assets. 
 
As part of the agreement, the government of Canada has agreed to fund the resumption of TMEP 
planning and construction work by guaranteeing TMEP’s expenditures under a separate Federal 
Government recourse credit later this year. 
 
Kinder Morgan will continue to manage a portfolio of strategic infrastructure across Western 
Canada, including an integrated network of crude tank storage and rail terminals in Alberta that is 
one of the largest in the region; the Vancouver Wharves terminal, the largest mineral concentrate 
export / import facility on the west coast of North America; and the Cochin pipeline system that 
transports light condensate originating from the US to Fort Saskatchewan, Alberta. 
 
Tokyo Gas and Centrica sign Mozambique LNG agreement. 
Tokyo Gas of Japan and UK Company Centrica have signed a non – binding heads of agreement 
(HoA) with the Mozambique Area 1 joint venture partners for the long – term offtake of 2.6mn t/y of 
LNG, to be delivered ex-ship from the Mozambique LNG project from the start – up of production 
until the early 2040s. The supply agreement provides the project with key foundation customers 



which will facilitate the final investment decision (FID) by the Mozambique Area 1 joint venture 
partners. 
 
The transaction represents the first long – term offtake agreement from Africa for both Tokyo Gas 
and Centrica in line with ongoing efforts to further diversify their respective portfolios of LNG 
sources. This will also enhance the liquidity and further develop the LNG market, state the 
companies.  
 
The Mozambique Area 1 joint venture partners are Anadarko Petroleum (operator, 26.5% working 
interest), Mitsui (20%), ENH Rovuma (15%), ONGC Videsh (10%), Beas Rovuma Energy (10%), BPRL 
Ventures (10%) and PTTEP (8.5%). 
 
Commenting on the announcement, Giles Farrer, Wood Mackenzie Research Director, noted: ‘In 
2025, the full 2.6mn t/y would represent 25% of Tokyo Gas’ LNG contracted for procurement and 
more than double Centrica’s. The deal signals Mozambique’s appeal to buyers in both basins and 
illustrates that European buyers are in the market for long – term LNG contracts as European import 
dependency rises.’ 
 
Previously announced sales and purchase agreements include 2.6mn t/y with PTT, 1.2mn t/y with 
EDFT and a basic agreement with Tohuku Electric for 0.28mn t/y. ‘The additional 2.6mn t/y will 
strengthen the project further and bring it closer to achieving the amount of contracts required to 
support financing – likely around 9mn t/y,’ says Farrer. ‘It could also encourage other buyers to 
finalise offtake from the project. Market intelligence indicates that other deals are close with Asian 
buyers, which could encourage those countries’ national export credit agencies to provide funds for 
the project.’ 
 
Total to take stake in Arctic LNG 2 project 
Total is to acquire from Novatek a direct working interest of 10% in Arctic LNG 2, located on the 
Gydan Peninsula in the north of Siberia. Total already holds a 19% stake in Novatek, which has stated 
its intention to retain a 60% interest in Arctic LNG2. As a result, Total’s overall economic interest in 
the new LNG project will be approximately 21.5%. Should Novatek decide to reduce its participation 
below 60%, Total will have a chance to increase its direct share up to 15%. 
 
Novatek and Total have also agreed that Total will have the opportunity to acquire a 10 – 15% direct 
interest in Novatek’s future LNG projects in Yamal and Gydan. 
 
‘This project fits into our strategic partnership with Novatek and also with our sustained 
commitment to contribute to developing the vast gas resources in Russia’s far north, which will 
primarily be destined for the strongly growing Asian market,’ says Patrick Pouyanne, Chairman and 
CEO of Total. ‘Arctic LNG 2 will contribute to our strategy of growth in LNG by developing 
competitive projects based on giant, low – cost resources.’ 
 
With a production capacity of approximately 19.8mn t/y, or 535,000 boe/d, Arctic LNG 2 will unlock 
more than 7bn boe of hydrocarbon resources in the onshore Utrenneye gas and condensate field. 
The project will involve the installation of three gravity – based structures in the Gulf of Ob, on 
which will be installed three liquefaction trains of 6.6mn t/y capacity each. 
 
In a similar way to Yamal LNG delivery, Arctic LNG 2 production will be delivered to international 
markets by a fleet of ice – class LNG carriers that will be able to use the Northern Sea Route for 
cargoes destined for Asia. 
 



The final investment decision (FID) is expected in 2019, with plans to commission the first train by 
end – 2023 
 
The latest BP Statistical Review of World Energy suggests that the global energy sector is unlikely to 
meet Paris Agreement climate goals. It show that overall energy demand in 2017 was up, while gains 
in energy intensity were down, Coal consumption grew for the first time in four years. And, perhaps 
most notable, carbon emissions were up by 1.6% after three consecutive years of little or no growth, 
Indeed, as Group Chief Economist Spencer Dale, pointed out, 2017’s energy data could perhaps best 
be summarised as a case of ‘two steps forward, one step back’. 
 
Data drill – down 
Looking at the data in more details, global energy demand grew by 2.2% in 2017, up from 1.2% last 
year and above its 10 year average of 1.7%. Despite unusually strong growth in the OECD, related to 
the pick – up in economic growth and a slight slowing in the pace of improvement in energy intensity 
(or energy productivity – the amount of energy needed to produce a unit of output), the vast 
majority of the increase in global energy consumption came from the developing world, accounting 
for nearly 80% of the expansion. 
 
China alone contributed over a third of that growth, with energy consumption rising by over 3% in 
2017, almost three times the rate seen over the past couple of years. This sharp pick – up was driven 
by a rebound in the output of some of China’s most energy – intensive sectors, particularly iron, 
crude steel and non – ferrous metals. Despite this increase, the growth of China’s energy demand in 
2017 was still significantly slower than its 10 year average, and its rate of decline in energy intensity 
was more than twice the global average. 
 
The phrase ‘two steps forwards, one step back’ could be equally applied to the fuel mix. The forward 
progression can be seen in that around 60% of the increase in primary energy was provided by 
natural gas and renewable energy. Natural gas consumption rose by 3%, the fastest rate since 2010, 
providing the single largest contribution to the growth of primary energy, buoyed by exceptional 
growth in China 31bn cm. This was closely followed by renewable energy, including biofuels (14.8%, 
72mn toe), which again grew rapidly, driven by robust expansion in both wind and solar power. The 
step back was coal (consumption up 1%, 25mn toe), which grew for the first time since 2013. This 
was largely driven by India (18mn toe), but it is also notable that Chinese coal consumption 
increased slightly (4mn toe) after three years of successive falls during 2014-2016. World coal 
production rose by more than 105mn toe, or 3.2% the fastest rate of growth since 2011, with output 
rising by 56mn toe in China and 23mn toe in the US. 
 
Looking to the oil sector, global oil consumption growth averaged 1.8% or 1.7mn b/d, above its 10 
years average of 1.2% for the third consecutive year. Global oil production rose by 0.6mn b/d, below 
average form the second consecutive year. Meanwhile, refinery throughput rose by an above – 
average 1.6mn b/d, while refining capacity growth was only 0.6mn b/d, below average for the third 
consecutive year. As a result, refinery utilisation climbed to its highest level in nine years. 
 
Review first 
For the first time, this year’s BP Statistical Review of World Energy includes data on the fuel mix in 
the power sector and key materials (eg lithium and cobalt) for the changing energy world. As Dale 
noted, the power sector really matters. ‘It is by far the single biggest market for energy, absorbing 
over 40% of primary energy last year. And it’s at the leading edge of the energy transition, as 
renewable grow and the world electrifies.’ 
 



Global power generation increase by 2.8% in 2017, close to its 10 year average. Almost all that 
growth came from the developing world, driven by strong expansion in renewable energy, led by 
wind (17%, 163 TWh) and solar (35% 114 TWh), which accounted for almost half of the total growth 
in power generation, despite accounting for only 8% of total generation. 
 
Trump orders protection for US coal and nuclear, despite power system resilience 
US President Donald Trump has responded to the country’s struggling coal and nuclear power 
industries by asking the US Secretary of Energy Rick Perry to take ‘immediate steps to stop the loss 
of these resources’, despite a lack of concern from the US energy regulator on coal and nuclear 
closures impacting the country’s security of energy supply. 
 
Perry first made proposals that the US Federal Energy Regulatory Commission (FERC) should act to 
set up a mechanism to provide extra payments to coal and nuclear plants in September last year. He 
argued that coal and nuclear plants should receive bolstered prices for their electricity to reward 
their ‘reliability and resilience attributes’. Energy industry and environmental groups did not respond 
well to the proposals. 
 
The new statement from the White House says that ‘impending retirements of fuel – secure power 
facilities are leading to a rapid depletion of a critical part of [the US] energy mix, and impacting the 
resilience of *its+ power grid.’ It says that a ‘strong and secure’ US grid protects US national security. 
 
The profitability of US coal and nuclear power is being undermined by cheap supplies of fracked 
natural gas, as well as cheap renewable energy. Coal and nuclear plants have closed or face closure, 
or have halted construction, across the country. 
 
Analysis from Bloomberg New Energy Finance (BNEF) indicates that over a quarter of US nuclear 
power plants don’t make enough profit to cover their operating costs, and this could lead to more 
early retirements. Out of the US’ 66 nuclear plants, the analysis indicates by 2021. BNEF says around 
16 GW of US coal capacity will also either retire or be announced to retire this year. 
 
Bloomberg reported a leaked memo that said the US Department of Energy (DOE) is now seeking to 
create a ‘strategic electric generation reserve’ and compel state grid operators to buy electricity 
from struggling plants over the next two years. 
 
Members of FERC, which rejected Perry’s original request in January this year, reportedly indicated 
to a hearing in June that they do not see a national security risk from the closure of coal and nuclear 
plants in the US. 
 
The action to support the plants, if enacted, has been described as an ‘unprecedented intervention’ 
into US electricity markets. Critics range from green groups to industry lobbyists, which state that 
the move would raise prices for consumers. A coalition that included both oil and gas and renewable 
organisations released a statement condemning the action. 
 
A blog from the US National Resources Defence Council says that if the DOE carries out its proposals, 
‘it would be an insult to true national security needs, America’s electricity customers and markets, 
and FERC.’ It indicates the FERC’s ongoing investigation into the US power system is indicating that 
the US grid is already resilient. It questions the legality of the leaked proposals, and the idea of 
utilising national security arguments to justify the subsidies. 
 



The largest US grid operator, PJM, said that there was ‘no immediate threat’ to system reliability and 
that the intervention would be costly to consumers. It said that its grid was more reliable than ever, 
and that there is ‘no need for any such drastic action’. 
 
The Nuclear Information and Resource Service (NIRS) said the move could cost US consumers and 
extra $17bn a year on nuclear power alone, with a similar amount for coal. It also said it could hinder 
growth of the US renewable industry. Tim Judson, Executive Director of NIRS, said: ‘Betting on old, 
increasingly uneconomical nuclear and coal power plants as a national security strategy is like gold – 
plating a Studebaker and calling it a tank.’ 
 
Renewable make up 70% of new power capacity, but lag in heating and transport 
Renewable power made up 70% of net additions to global power generating capacity last year, 
according to REN21’s Renewable 2018 Global Status Report (GSR). But the report emphasises the 
progress still to be made to integrate renewable into the heating, cooling and transport sectors – 
which together account for around four – fifths of global final energy demand, and which continue 
to lag far behind the power sector. 
 
A key sector in the renewable boom is solar photovoltaic (PV), which saw capacity rise 29% in 2017 
to a record 98 GW, according to the GSR. Indeed more solar PV generating capacity was added to 
the electricity system in 2017 than net capacity additions of coal, natural gas and nuclear power 
combined. Wind power also drove the uptake of renewable, with 52 GW added globally in 2017. 
 
Despite ongoing subsidies for fossil fuel generation, investment in new renewable power capacity 
was more than twice that of new fossil fuel and nuclear power capacity combined, says the report. 
In 2017, more than two – thirds of investments in power generation were in renewable, thanks to 
their increasing cost – competitiveness. 
 
Geographically, investment in new renewable power capacity was mainly concentrated in China, 
Europe and the US, which together accounted for nearly 75% of global investment in renewable in 
2017. However, when measured per unit of GDP, the report showed that developing countries – 
including the Marshall Islands, Rwanda, the Solomon Islands and Guinea – Bissau – are investing as 
much or more in renewable than developed or emerging economies.  
 
However, and despite this progress, energy demand and energy – related carbon dioxide emissions 
rose ‘substantially’ for the first time in four years, highlights the report, with energy – related carbon 
emissions rising by 1.4%. Global energy demand increased by an estimated 2.1% in 2017, due to 
economic growth in emerging economies as well as population growth. However, renewable energy 
uptake is not keeping pace with this increasing energy demand, adds the report. 
 
The heating, cooling and transport sectors will need to follow the example of the power sector – and 
fast – if progress is to be made in achieving the Paris Agreement 2°C target, warms the report. The 
heating and cooling sectors have little uptake in renewable, with modern renewable energy 
supplying only 10% of global heat production in 2016.  
 
The GSR also looks at national targets for renewals energy in heating and cooling, which worldwide – 
compared to 146 countries which have renewable energy targets in the power sector. In India, for 
example, installations of solar thermal collectors rose by approximately 25% from 2016 to 2017. By 
2020, China aims to source 2% of the cooling loads from its buildings from solar energy. 
 
In the transport sector, increasing electrification is offering possibilities for renewable energy uptake 
despite the current dominance of fossil fuels. Each year, more than 30mn two and three – wheeled 



electric vehicles are being added to the world’s roads, and a reported 1.2mn passenger electric cars 
were sold in 2017; up about 57% from 2016. Electricity supplies 1.3% of transport energy needs – of 
which about 25% is renewable, while on – board biofuels provide 2.9%. Overall, however, 92% of 
transport energy needs continue to be met by oil.  
 
A breakthrough in sucking carbon dioxide out of the air? 
A Canadian clean energy company backed by Bill Gates has said that it can capture carbon dioxide 
directly from the atmosphere for less than $100 per tonne, and turn it into synthetic fuel. 
 
This is dramatically less than the $600 per tonne cost estimate of ‘direct air capture’ (DAC) 
technology made by the American Physical Society in 2011. The world may become reliant on such 
technologies to hit climate change goals. 
 
The company, Carbon Engineering (CE), has, together with Harvard Professor David Keith (who is 
also a board member), published what it calls a viable solution for the commercialisation of large – 
scale DAC technology. The research was published in a peer – reviewed paper in the journal Joule. It 
says the levelised cost for capture could be as low as $94 (but it also says that is could reach $232). 
 
The company says that the technology will enable both the removal of existing carbon dioxide from 
the atmosphere to counteract emissions too difficult to eradicate at source, and also enable the 
production of clean fuels to reduce transport emissions.  
 
Other solutions have been proposed to take carbon dioxide from the atmosphere, the most 
common of which is bio energy and carbon capture and storage working together (BECCS). But 
BECCS would require significant land use to grow crops that are them burned for the carbon dioxide 
to be sequestered underground. 
 
The paper’s findings are based on three years’ research from CE’s pilot plant located in Squamish, 
British Columbia. The company says that the work is a breakthrough in the fight to reach net zero 
emissions to meet climate change goals. 
 
Last year another DAC company, the Swiss Clime works, announced what it called the world’s first 
commercial DAC plant, which is capturing 900 tonnes of carbon dioxide a year that is being sold to a 
greenhouse. It also announced a project to combine the capture with permanent storage in deep 
underground basalt, via a pre – existing geothermal plant. 
 
 
 
  


