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The US Energy Information Administration (EIA) estimates that members of Opec earned about 
$404bn in net oil export revenues in 2015. The represents a 46% decline from the $753bn earned in 
2014, mainly as a result of a precipitous fall in average annual crude oil prices during the year, and to 
a lesser extent, to decreases in the level of Opec net oil exports. This revenue total was the lowest 
earnings for Opec since 2004. EIA projects that Opec net oil export revenues could fall further to 
about $341bn dollars in 2016. 
 
Mexican state oil company Pemex has approved the deepwater Trion field, near the US border, as 
first farm – out to a private operator, in a bid to boost untapped resources under new energy 
reforms. Trion, located in the Perdido area, will require about $11bn of investment and further farm 
– outs will follow, said Pemex Chief Executive Jose Antonio Gonzalez Anaya. The field is estimated to 
contain about 480mn barrels of recoverable reserves.  
 
Equatorial Guinea has launched a new oil exploration licensing round, making available all acreage 
not currently operated or under direct negotiation. 
 
Sweden has unveiled plans to phase out nuclear capacity tax on its existing reactors and will allow 
new reactors to be built to replace them. Agnate Rising, Director General, World Nuclear 
Association, said: ‘It is excellent news that this tax will be removed, but it should never have been 
implemented in such a way as to distort the market and put at risk the operation of Sweden’s 
nuclear power plants, which provide affordable and reliable electricity and form a vital part of its low 
carbon generation mix.’ The nuclear tax had been repeatedly raised and had reached a level where it 
was equivalent to more than double the staff costs or more than a third of the operating costs of the 
plant. Rising continued: ‘Other countries should follow Sweden’s example and ensure that their 
energy policies provide a level playing field that treats all forms of generation equally on their 
merits.’ 
 
Belgium’s plans to close all of its nuclear power plants between 2022 and 2025 would seriously 
challenge its efforts to ensure electricity security and provide affordable low carbon electricity, says 
the International Energy Agency (IEA), Belgium decided to phase out its nuclear power plants  in 
2003. An IEA report, Energy policies of IEA countries: Belgium 2016 review, says that allowing the 
plants to run as long as they are considered safe by the regulator would ease electricity security 
pressures, would reduce the costs of electricity generation in the medium term and would create 
time for investments in alternative generation options. 
 
The US added 34mn barrels 6% of working crude oil storage capacity from September 2015 to March 
2016, the largest expansion of commercial crude oil storage capacity since the US EIA began tracking 
such data in 2011.  
 
Exelon has announced that it plan to close its Clinton and Quad Cities nuclear plants early due to a 
lack of progress on energy legislation reform in the US state that would have supported their 
operation. Exelon decided to shut the 1GW and 2GW plants, which have been running since 1973 
and 1987 respectively, due to uncertainties around the state’s Next Generation Energy Plan. 
 
Vienna meeting puts disagreements aside 
Opec ministers agreed to no change in policy at their 2 June meeting in Vienna and no significant oil 
price response. However – crucial for the future of the organisation – there were no acrimonious 
rows between members, according to Petroleum Argus. 
 



The Saudi Arabia – led policy of non – intervention in the market remains in place. And, with the 
market moving towards balance and an upward trend in prices, ministers declared themselves 
satisfied – especially Saudi Arabia’s key Mideast Gulf allies. ‘The meeting was excellent. There is full 
alignment between the members. The market is encouraging and the strategy is working,’ UAE Oil 
Ministry Suhail Mohamed Faraj al – Mazrouei said. ‘The worst is over,’ commented Opec President 
and Qatari Oil Minister Mohammed Saleh al – Sada. 
 
Saudi Minister Khalid al – Falih and his Iranian counterpart, Bijan Namdar Zanganeh, reported that 
the atmosphere was conciliatory. ‘In the end it was an easy meeting, calm,’ Zanganeh said. ‘The 
spirit of the meeting was very cooperative, collaborative, and all of the ministers see basically the 
same fundamentals,’ said al – Falih. There was no clash between Saudi Arabia and Iran. 
 
Saudi Arabia’s policy of unfettered production was kept in place, while members such as Venezuela 
and Algeria were placated with talk of market stewardship and the ministers’ decision not to rule out 
the possibility of an output freeze at the next Opec meeting on 30 November. Iran remains free to 
build its production back to pre-sanctions levels while still arguing for a return to output quotas for 
Opec members – although Zanganeh conceded that the November meeting will be too early to 
discuss the subject. 
 
Venezuela – the prime mover behind the failed discussions on 17 April in Doha, Qatar, aiming for a 
production freeze by some Opec and non Opec producers – aired that notion of allocating 
production ranges for Opec members, but conceded that this is a new idea that requires study. Cash 
– strapped Algeria and Iraq were the last remaining proponents of an output freeze. 
 
Algerian Oil Minister Salah Khebri said the eventual return of shut – in crude from Canada, Nigeria 
and Libya will pressure markets, and this rise in supply ‘ means that we must reduce output, or at 
least freeze it, until the market regains balance, in the interests of both producers and consumers’. 
Iraqi Deputy Oil Minister Fayadh al – Nema called ‘ for freezing output to increase prices in order to 
help increase the financing of projects and investments, so that a future gap between supply and 
demand will not arise’. Yet he also left the meeting satisfied. ‘We are happy with the decision,’ he 
said. 
 
No dancing on the ceiling  
Reintroducing an overall Opec output ceiling was aired, but was met with little enthusiasm. Iran’s 
refusal to participate until it regains its pre – sanctions production was the reason given for Saudi 
Arabia pulling the plug on an output freeze at the Doha meeting in April. Yet emollience was the 
order of the day, with respect to past disagreements. Al – Falih did not mention Iran’s position in a 
long interview with Argus or in subsequent comments. Qatar’s al – Sada echoed Iran’s Zanganeh. 
‘We have seen that the Concurrently, we have seen that the price in recovering,’ he said. 
 
Putting disagreements to one side and focusing on market equilibrium, rather than contentious 
output controls, can be seen as a positive advance by Opec members. They also finally managed to 
fill the position of Secretary – General. While the Secretary – General does not make policy, the post 
had been fiercely contested, with Iran, Iraq and Saudi Arabia putting forward candidates. However, 
members chose Nigeria’s former Opec Governor, Mohammad Barkindo, for a three – year term. 
 
Water injection project to boost Thunder Horse production  
BP has started up a major water injection project at its Thunder Horse platform, extending the 
production life of what is one of the biggest deepwater fields in the US Gulf of Mexico. 
 



Over the past three years, BP has refurbished the platform’s existing topside and subsea equipment 
while also drilling two water – injection wells at the site. From those wells, water will be increase 
pressure and enhance production. The improvements are expected to allow the Thunder Horse 
facility to recover an additional 65mn boe over time. 
 
The project is the second of five major upstream projects BP expects to bring online in 2016 as part 
of plans to add approximately 800,000 boe/d of new production globally from projects starting up 
between 2015 and 2020. 
 
The Thunder Horse platform, which sits in more than 6,000 feet of water and began production in 
June 2008, has the capacity to handle 250,000 b/d of oil and 200mn cf/d of natural gas. The facility 
continued to operate while work on the water injection project was underway. 
 
BP operates four large production platforms in the deepwater Gulf of Mexico, Thunder Horse, 
Atlantis, Mad Dog and Na Kika. It also holds interests in four non – operated hubs – Mars, Mars B, 
Ursa and Great White. 
 
The company has two other major projects underway in the region. The Thunder Horse South 
Expansion project will add a new subsea drill centre roughly two miles from the Thunder Horse 
platform. In addition, BP continues to design the Mad Dog Phase 2 project, which will develop 
resources in the central area of the Mad Dog field through a subsea development tied back to a new 
floating production hub consisting of up to 24 wells from four drill centres. 
 
Natural gas moves into coal country 
Gas is fast becoming the fuel of choice for US power generation companies  
Natural gas is poised to make big gains in traditional US coal country this year, spreading deeper into 
the power market in the Midwest, Texas and the Midcontinent, write Bob Yu, Senior Energy Analyst, 
Platts Analytics, and Rocco Canonica, Manager Platts Gas & Power. Low gas prices, new westward 
pipeline expansions out of the Appalachian Basin and continued high production levels are making 
gas the fuel of choice for power utility companies that have long relied on coal for the majority of 
their power generation. Coal – fired power plants are market and shut down, while many gas plants 
are being built. The longer – term push toward gas and away from coal is well under way. 
 
Economics are the major factor contributing to near – term fuel switching in the power sector. US 
gas – storage inventories are more than 30% higher than last year, with inventories in the Midwest 
up 55% compared to last year. As more cheap Appalachian gas has made its way west and south at a 
time when storage injection demand is limited, gas prices have tumbled to extreme lows near $2/mn 
Btu, making gas even more attractive than coal as a fuel source for power generation in areas 
previously dominated by coal. 
 
However, storage levels and low prices are not the only factors influencing coal – to gas switching. 
Infrastructure changes are accelerating, creating a longer – term structural shift away from coal to 
gas. Coal – fired power retirements in the Midwest this year are expected to total 4,361 MW, or 
about 1,000 MW more than last year. Total US coal plant retirements between 2015 and 2021 could 
reach as much as 39GW of capacity, and by 2021 as much as 90GW of new gas generation is 
scheduled to be built.  
 
Plats Bentek expects total US natural gas demand from power generation to grow 2.3bn cf/d over 
the next five years from 26.4bn cf/d in 2015 to 28.7bn cf/d in 2021. This summer, gas demand from 
power is expected to increase about 0.9bn cf/d compared to last summer. Nearly all of these gains 
will be in the middle of the country. Total US demand from power already has increased 1.4bn cc/d 



this year to date compared to the same period in 2015, and 2.5bn cf/d compared to 2012 levels. 
Some of the largest increases have been in the Midwest. 
 
World shifting to lower – carbon fuels. 
Global energy consumption is slowing further and the energy mix is shifting to lower – carbon fuels, 
reports BP 
The latest 65th edition of the Bp Statistical Review of World Energy, sets out energy data for 2015, 
revealing a year in which significant long – term trends in both the global demand and supply of 
energy came to the fore with global energy consumption slowing further and the mix of energy 
sources shifting towards lower – carbon fuels. 
 
Speaking at the launch, BP Group Chief Executive Bob Dudley said: ‘As this edition of the Review 
clearly demonstrates, the world of energy is again going through a period of profound change. But 
this in nothing new for our industry. Over the past 65 years the Review has revealed continual 
change in the global energy landscape. Our task as an industry is to take the steps necessary to 
ensure our resilience in the near term, while continuing to invest to meet the energy needs of the 
future.’ 
 
The Review shows that in 2015 global demand for primary energy grew by only 1% significantly 
slower than the 10 year average of 1.9%/y. This reflected continued weakness in the global economy 
and lower growth in Chinese energy consumption as the country shifts from an industrial to a service 
– driven economy. 
 
On the supply side, technological advances have increased the range and availability of different 
fuels. The US shale revolution has unlocked huge swathes of oil and gas resources, and rapid 
technology gains have supported strong growth in renewable energy. Natural gas and oil also 
recorded solid growth in 2015, while global demand for coal saw its largest fall on record. 
 
Prices for all fossil fuel energy fell last year, prompting adjustments in the Energy market; boosting 
demand in some markets – most notably oil which gained market share for the first time since 1999 
– and curtailing supply and shifting the fuel mix in others.  
 
Sluggish demand growth together with the shift in the energy mix away from coal meant that the 
growth in carbon emissions from energy consumption stalled in 2015. This encouraging 
development represented the slowest growth in emissions in nearly a quarter of a century (aside 
from immediately following the financial crisis). 
 
Headline highlights 
BP’s Chief Economist, Spencer Dale, commented on some of the key headline findings of the report: 
 

 Slow global energy demand growth for second year – ‘The highlight from last year’s data is 
the fact that the global demand for energy grew relatively slowly, by only 1%. That’s similar 
to the growth rate seen in 2014, but far slower than the growth rate seen over the last 10 
years.’ 

 Oil demand up in response to lower prices – ‘Oil prices fell sharply in 2015 and we could see 
the oil market responding to that. On the demand side, this fall in prices stimulated strong 
growth. Oil demand grew by around 1.9mn b/d last year; that’s almost twice its 10 year 
average.’ 

 Weakest growth in carbon emission in 25 years – ‘The slow growth in energy demand, 
together with the shift in the fuel mix away from coal towards cleaner, lower carbon fuels, 
means that growth in carbon emissions essentially stalled in 2015. That’s the slowest growth 



rate we’ve seen for more than 25 years, other than in the immediate aftermath of the 
financial crisis.’ 

 Record surge in renewable – The fastest – growing source of energy last year was renewable 
energy used in the power sector, increasing by more than 15% and led by strong growth in 
wing and solar. This continued the story that we’ve been seeing for several years now – fast 
falls in the cost of wind and solar power driving strong demand growth.’ 

 Natural gas bounces back from 2014 – ‘Natural gas bounced back last year from the weak 
growth rates we saw in 014 related to the mild winter that year. Much of the action was 
happening in the US: on the supply side, it remained the powerhouse for global gas 
production, all of that coming from continuing strong growth in shale gas. And, on the 
demand side, that strong growth in US shale gas pushed down gas prices in the US, allowing 
gas to gain significant shares from coal within the country’s power sector. 

 Coal records its largest decline on record – ‘Coal consumption fell sharply in 2015, recording 
its largest decline on record [1.8% well below the 10-year average annual growth rate of 
2.1%]. That reflected factors on both the supply and demand sides. One the supply side, 
strong growth in US shale gas crowded out coal within the power sector, leading to big falls 
[-12.7%] in coal consumption there. On the demand side, the main driver was China. A shift 
in the structure of the Chinese economy away from the industrial sectors, that tend to be 
very coal – intensive, caused its coal consumption to fall [1.5%) for the second consecutive 
year.’ 

 
The US oil and gas sector is facing its worst crisis in decades. But there may be light at the end of 
the tunnel, reports Gordon Cope. 
It is grim days indeed for the US oil and gas sector. In the last year West Texas Intermediate (WTI) 
prices have dipped below $30/b, and forecasts by the EIA predict a range between $40-$50 for the 
foreseeable future. Gas is in much the same boat. Henry Hub spot prices fell below $2/mn Btu in 
early 2016 and with storage levels predicts an average price of $2.32 for 2016. 
 
The parlous price of oil is forcing American firms to make cuts. Chevron is reducing its 2016 budget 
by 25% to $25bn, and is lying off up to 7,000 worker. Hess Corporation, which is a major player in 
North Dakota’s Bakken shale, is cutting its capital spending by 40% this year, to $2.4bn – down from 
$4bn in 2015. The drastic reduction in budgets has resulted in a precipitous drop in the rig count. By 
late spring, 2016. Baker Hughes was reporting operation, down from 1,750 in early 2015. 
 
Those oil companies that are still face severe credit restrictions. Banks are obliged to periodically 
review lines of credit based upon assets. When the price of oil drops, so does the value of reserves in 
the ground and the amount that can be borrowed on it. Chesapeake Energy is one company selling 
assets to shore up its finances. Recently, it sold 42,000 net acres in Oklahoma’s STACK – Sooner 
Trend (oil field, Anadarko (basin), Canadian and Kingfisher (counties) – field (with 3,800boe/d 
production), to Newfield Exploration for $470mn. While the company posted a loss of $3.78bn last 
year, it states that it has no plans for bankruptcy. It intends to sell another $1bn in assets by the end 
of the year. Meanwhile, Ultra petroleum, a major player in Wyoming, Utah and Pennsylvania’s 
Marcellus shale, declared bankruptcy after being unable to re – structure $3.9bn of dept. 
 
Predictably, the fiscal carnage is reflected in major shale plays. At the beginning of 2015, the rig 
count for the Eagle Ford in Texas was 200 and has since shrunk to under two dozen. The Permian 
Basin now totals 136 rigs, down from 568 in late 2014. In North Dakota, the rig count sank to 29 in 
April, down from an all – time high of 218 in spring 2012. The upward arc of US oil production, which 
saw 1.5mn b/d added in 2015, has now become a downward slope. According to Deloitte Market 
point analysis, production from the Permian is expected to average 2.1mn b/d in 2016, with 1mn  



b/d from the Bakken and 1mn b/d from the Eagle Ford. The EIA says production averaged 8.95mn 
b/d in mid April 2016, down from 9.4mn b/d in 2015. 
 
One positive development for US oil is the recent lifting of the crude export ban. For over 40 years, 
producers have not been allowed to ship crude abroad, a situation that has led to a discount in 
comparison to Brent crude prices as growth in shale oil output led to a massive build in storage. 
Now, tankers are carrying millions of barrels to Europe and Asia, where refineries are eager for light, 
sweet crude. ‘Ending the export ban and opening up new markets to domestic producers has literally 
helped save our drilling industry,’ says Harold Hamm, CEO of Continental Resources and the major 
producer in North Dakota’s Bakken shale. ‘It was a godsend in the face of these historically low 
prices.’ 
 
Gas rising  
While oil producers in the US can do little to control the price of oil (other than wait for reduced 
supplies to align with demand), gas is faring somewhat better. The EIA reports that gas production 
for 2016 would average an all – time high of 74.8bn cf/d, primarily on the strength of shale plays like 
to Marcellus and Utica. The Marcellus, which underlies Pennsylvania and West Virginia, and the 
related Utica, which extends into Ohio, now account for almost 20bn cf/d. The tremendous growth 
of output from the two shales – an increase of 12.6bn cf/d in the last three years – is primarily due 
to advanced drilling, fracking patterns, proppant and frack fluids that have helped boost initial well 
output from an average of 3.2mn cf/d to 8.3mn cf/d. 
 
Gas remains a viable target due to reduced drilling and production costs, and growing demand. 
Much of the gusto with gas is related to a surge in gas – to – power (GTP), the use of natural gas to 
create electricity. In 2015, gas overtook coal as the primary source of fuel for electricity generation 
in the US. A decade ago, coal accounted for approximately 50% of all generation, but has since fallen 
to the point where it now stands at 33% and natural gas at 34%. Much of the GTP Trend is due to 
low gas prices that are encouraging switching, but part is also a structural shift in the industry. Since 
the beginning of 2015, utility operators have shut over 17,000 MW of older coal plants as stringent 
new environmental rules make it uneconomic to upgrade. 
 
LNG is also on an upswing. Several major LNG projects designed to export cheap North American 
natural gas to Asia and Europe have been moving ahead. For the last few years, Cheniere Energy has 
been building four liquefaction trains in the Sabine Pass region of Louisiana. Two trains, totalling 
9mn t/y have been completed, and the first shipments recently left for Europe. 
 
Mexico has become an important export market. CFE, the country’s former electricity monopoly, is 
converting its fleet of bunker – fuel burning generators to natural gas. Already, exports from Texas 
are exceeding 3.5bn cf/d, and as a new network of pipelines extends ever deeper into the interior, 
exports are expected to almost triple. 
 
The petrochemical sector is also booming. Low natural gas prices have spurred ethylene and related 
plastics manufacturers to relocate to the US. According to the American Fuel and Petrochemical 
(AFPM) association, huge expansions are either underway or planned for the near future. ‘We have 
compiled a list of 264 new chemical industry projects due to the shale gas revolution,’ says Melissa 
Hockstad, Vice President, Petrochemicals, for the AFPM. ‘They represent $164bn in capital 
investment. Some 40% of these have already been completed or are underway. They include 
everything from ethane crackers to propane dehydrogenation. Over half of these projects are by 
companies based outside the US. They realise that this is the place to be.’ 
 



When added up, all the above – listed trends will create well over 10bn cf/d in new gas draw over 
the next few years, soaking up a significant portion of supply growth and ensuring a viable 
continental market for the foreseeable future. 
 
Staying alive 
In order to ride out the current price slump, oil companies are relying on technological innovations 
to keep plays alive. Recently, a major operator in the Bakken contracted with Packers Plus Energy 
Services to complete multiple wells using its advanced StackFRAC HD System. The service company 
injected 5mn tonnes of proppant per extended – reached well in only 50 hours using the system. The 
operator reported reduced completion costs and water usage, and maximised productivity. 
 
While no one expects prices to rise to $100/b levels anytime soon, operators are readjusting their 
sights to live in an age of reduced expectations. Hess currently produces 350,000 boe/d. It says that 
it will increase its rig count in the Bakken shale play when prices approach $60/b. Pioneer Natural 
Resources Company, a major producer in the Permian shale basin of West Texas, has said that it will 
add rigs when oil prices above $50/b. 
  
In the meantime, players are selling non – core assets, reducing costs and generally hunkering down 
until prospects recover. ‘The outlook for commodity prices is improving,’ noted Al Walker, Chief 
Executive of Anadarko Petroleum, during a 1Q2016 results presentation. ‘It goes without saying that 
things look better today than they did 90 days ago’. 


