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Statoil is understood to have scrapped its earlier Snorre platform development plans, opting 
instead for a more economically viable subsea solution. Field development will be via six subsea 
templates, with 24 well slots. 
 
Cluff National Resources has agreed a further memorandum of understanding with Halliburton 
Manufacturing and Services to collaborate for an additional two years on the development of Cluff’s 
five southern North Sea gas assets located close to the Breagh gas field, as well as its nine 
underground coal gasification assets in the UK. 
 
Petrobras has commenced production from the Cidade de Marica FPSO located in the Lula field, in 
the pre – salt layer of the Santos Basin, Brazil. The vessel has a 150,000 boe/d production capacity 
and can handle 6mn cm/d of gas. 
 
Statoil has strengthened its position in Uruguay by acquiring from Tullow a 35% interest in 
offshore block 15, in the Pelotas Basin. 
 
BP and Oman Oil have signed a heads of agreement with the Omani government, committing to 
amend the Oman block 1 exploration and production sharing agreement, extending the licence area 
of the block and enabling further development of the Khazzan tight gas field. BP is the operator of 
block 61, with a 60% interest; Oman Oil holds the remaining 40%. 
 
Output freeze taken with a pinch of salt 
Saudi, Russia, Venezuela and Qatar’s conditional agreement to freeze production may be ‘too little, 
too late’ 
 
Saudi Arabia, Russia, Venezuela and Qatar Struck an agreement in Doha on 16 February 2016 to 
‘freeze’ output at January levels, conditional on other producers within and outside OPEC joining in. 
however, the news was shrugged off by the markets, even as crude prices have recovered from a 13 
year low, writes Vandana Hari, Asia Editorial Director Platts and Research Scholar, McGraw – Hill 
Financial Global Institute. 
 
Without broad support amongst producers, the agreement appeared to amount to no more than 
jawboning and wishful thinking. Anything short of a substantial production cut – at least by 1.5 – 
2mn b/d – is too little too late to arrest the current low price environment which results from 
growing stockpiles, jitters over the Chinese economy, and doubts over global oil demand growth 
since the start of this year. 
 
Even an agreement to rein in output and agree a lower collective ceiling would be taken with a 
pinch of salt, given that OPEC no longer has individual member quotas, the organization’s poor 
track record of compliance with output cuts, as well as non – OPEC producers failing to keep to 
their committed reductions through history. Significantly, a sanctions free Iran, which is aspiring to 
boost output and exports by at least 500,000 b/d towards the end of its current fiscal year on 19 
March, offered nothing but platitudes in response to the deal while Iraq, currently OPEC’s second 
largest producer and hitting new record highs with its output, still needs to be persuaded. 
 
Nonetheless, it might be too early to dismiss the move as completely inconsequential. If Saudi 
Arabia indeed freezes its output at January levels, it could mean a cut of around 500,000 b/d in the 
Kingdom’s exports in summer, when it normally ramps up production by as much as 750,000 b/d 



from January levels to fuel domestic power production in the hot season, according to data from the 
Riyadh – based Joint Organizations Data Initiative. This pact might just give Saudi Arabia, 
traditionally the main swing producer, a face – saving way to start dialing down production without 
seeming to be taking a U – turn on the controversial market share policy it pushed through OPEC in 
November 2014. 
 
If Russia, Venezuela and Qatar follow suit, the light will shine more intensely on the major OPEC 
and non – OPEC producers that continue to pump full tilt, possibly prompting some to fall in line, or 
at the very least, give the Saudis the moral authority to argue for a ‘January – level freeze’ across the 
board at OPEC’s June meeting. 
 
An OPEC / non – OPEC pact, coupled with a sharper slide in US tight oil production than the 
700,000 b/d drop in 2016 to 8.69mn b/d from 2015’s average currently forecast by the US Energy 
Information Administration might just amount to the tipping point that starts rebalancing the 
markets in the second half of this year. 
 
It is often argued that any recovery in prices from a rebalancing market would bring the US tight oil 
producers right back. That’s actually much more nuanced – the seeds for the burgeoning US 
production  we have seen in the past few years were sown in a period of relatively stable and high 
crude prices around $100/b over 2011 to mid – 2014, after the global financial crisis. Any 
production that would return in response to higher prices could be far more gradual, and cascaded, 
with smaller corrections along the way so that the world doesn’t end up in a massive glut again. 
 
Start – up at In Salah Southern Fields 
In Salah Gas, a joint venture between Sonatrach (35%), BP (33.15%) and Statoil (31.85%) has 
commenced production from the Southern Fields project. The project is the latest stage in 
development of seven gas fields in central Algeria. 
 
The In Salah project produced first gas in 2004, from three fields in the north of the area – Krechba, 
Teguentour and Reg. it comprises the development of four dry gas fields – Gour Mahmoud, In Salah, 
Garet el Befinat and Hassi Moumene. Developing the southern fields will maintain planned 
production at 9bn cm/y. 
 
Drilling of 26 planned Southern Field wells began in 2014 and is expected to continue until 2018. 
The project’s scope includes a new 500mn cf/d gas dehydration central processing facility close to 
Hassi Moumene, brownfield modifications to existing processing facilities at Reg, Teg and Krechba, 
150 km of carbon steel export pipelines, 160 km of 13% chrome corrosion resistant alloy infield 
flowlines and the drilling and tie – in of the 26 new wells. 
 
Production is planned to ramp up to 14.1mn cm/d as wells in the Hassi Moumene and Garet el 
Befinat field are brought onstream over the next few months. 
 
In Salah has total estimated recoverable resources of 159bn cm of gas (5.6tn cf). Sales gas is 
marketed by In Salah Gas, jointly owned by the three project partners. Gas is sold to ENEL in Italy. 
 
Chinese products export quotes double 
China’s Commerce Ministry has doubled 1Q2016 export quotas for clean products in the face of 
ballooning supply surplus 
 



China’s Commerce Ministry doubled first – quarter export quotas for clean products compared with 
a year earlier, according to Argus China Petroleum. the decision followed warnings by PetroChina 
and Sinopec that the domestic market faces a ballooning supply surplus. 
 
Chinese companies are allowed to market a total 1.83mn b/d of gasoline, diesel and jet fuel 
overseas the first quarter of this year, up from 856,000 b/d in the same period last year. The 
ministry has increased the allowances for PetroChina and Sinopec – the country’s main exporters of 
refined products – although neither of the companies utilized its full export quota in January – 
March 2015. 
 
Net Chinese exports of gasoline, diesel and jet fuel were just 310,000 b/d in 1Q2015, customs data 
show, although the companies’ own estimates put the figure at 420,000 b/d. Exporters do not have 
to utilize their full quota in January – March 2-16, but can roll over unused allocation throughout 
this year. 
 
Bigger is better 
China’s diesel export quotas increased to 627,000 b/d from 113,000 b/d a year earlier. 
‘Overwhelming domestic products surpluses, especially of diesel, have forced PetroChina and 
Sinopec to push for larger export quotas,’ a Sinopec official said. 
 
Production rose by 340,000 b/d in east China’s Shandong Province – home to three – quarters of 
the country’s independent refiners that are now allowed to process imported crude. The 
independents, known as ‘teakettles’, raised utilization rates after receiving licences to import and 
quotas to refine imported crude. Those with the right to refine imports are operating at around 
70% of capacity, increasing their crude runs to about 1.1mn b/d last year, Argus estimate. As a 
result, Sinopec has had to reduce production from its Shandong refineries by some 60,000 b/d to 
570,000 b/d. 
 
But even the teakettles’ utilization rates are constrained by high stockpiles of finished products. 
Leading provincial independent Shandong Dongming Petrochemical (SDP) exported its first 
gasoline cargo in December 2015. But few of its peers expressed an interest in applying to the 
Ministry for product export quotas. 
 
The Ministry has given teakettle plants a combined 42,000 b/d quota to export products in the first 
quarter. CNOOC is allowed to send 140,000 b/d abroad, while state – owned Sinochem has a quota 
for 82,000 b/d. 
 
The government is allowing the Yuan to weaken against the dollar, which is improving the 
economics of products exports. But Chinese oil companies are still notching up hefty losses on sales 
to the lower – priced seaborne market. 
 
Companies are partially offsetting their losses on diesel and gasoline exports through increased 
currency hedging. 
 
Bump in the road for US Clean Power Plan? 
US President Barack Obama’s ambitions to tackle US power sector emissions have been put on hold 
after Supreme Court Justices voted 5 – 4 in favour of a ‘stay’ on the plan, following a collection of US 
states and businesses arguing that cutting back on coal would cause harm and fundamentally alter 
energy markets, reports Energy World. 
 



The move means that the Clean Power Plan, which aims to cut US power plant emissions by 32% by 
2030 through emission limits on US states, will be on hold at least until the US Circuit Court reviews 
it in June and, more likely, until Obama’ term ends in January 2017. Until the plan is reviewed the 
US government cannot enforce deadlines for states to comply with emissions regulations – 
immediately this means that states don’t have to meet a September deadline to submit their 
emissions reduction plans to the US Environment Protection Agency (EPA). 
 
The outcome of the move was then made more uncertain when Supreme Court Justice Antonin 
Scalia, a Republican who voted to stay the plan, died shortly after the decision was made. It is 
thought the vacancy at the Supreme Court will not cause the vote to be revisited but, were a 
democrat to take the position, the passing of the plan is more likely. 
 
Obama stated before Scalia’s death that he was ‘very firm’ about the legal footing of the plan. 
 
In any case, the stay means that Obama is likely to leave the White House in January 2017 with the 
fate of his flagship climate policy uncertain. Should a Republican win the Presidential race it is likely 
the plan will be scrapped – almost every Republican nominee has actively voiced their opposition to 
the legislation. This scenario would then have implications for the COP21 Paris Agreement, as the 
Clean Power Plan is the backbone of the US’ climate pledge made before Paris. 
 
The EPA has said that it will continue to work with states that decide to go ahead with their plans, 
regardless of the ruling. 
 
Responses from Governors of US states varied, with those dependent on coal supportive of the 
move, and others dismayed. California Governor Jerry Brown said: ‘As the world gets hotter and 
closer to irreversible climate change, these Justices appear tone – deaf as they fiddle with 
procedural niceties. This arbitrary roadblock does incalculable damage and undermines America’s 
climate leadership.’ 
 
Transition to lower carbon future 
A 1.4%/y growth in global demand will lead to significant changes in the energy mix, according to 
BP 
 
BP’s Group Chief Economist Spencer Dale presented highlights of the BP Energy Outlook 2016 
report at a breakfast briefing during IP Week. 
 
He noted that despite current weakness in global energy markets and the slowdown in China’s 
growth, demand for energy will continue to grow over the next 20 years and beyond as the world 
economy expands and more energy is required to power the higher level of activity. 
 
According to the 2016 edition of the BP Energy Outlook, global demand for energy is expected to 
increase by 34% between 2014 and 2035, or by an average of 1.4%/y. This growth in overall 
demand includes significant changes in the energy mix, with lower – carbon fuels growing faster 
than carbon – intense fuels as the world begins to transition to a lower – carbon future. 
 
Also at the briefing, Dev Sanyal, BP Executive Vice President, noted that in the middle of a downturn 
in oil and gas prices, it was important not only to adapt to the current tough conditions, but also to 
prepare for the next set of challenges – the Outlook report was key to doing this, providing the long 
– term perspective of how the energy landscape is likely to evolve and underpinning many of the 
Group’s strategic decisions. 



 
Oil and gas remain key 
Despite the rapid growth of other sources, the Outlook projects that fossil fuels will remain the 
dominant form of energy over the period to 2035, meeting 60% of the projected increase in 
demand and accounting for almost 80% of the world’s total energy supplies in 2035. 
 
Gas will be the fastest growing fossil fuel, increasing 1.8%/y, and oil will grow steadily at 0.9%/y, 
although its share of the energy mix will continue to decline. Growth of coal is projected to slow 
sharply, such that by 2035 its share in the energy mix is at an all – time low, with gas replacing it as 
the second – largest fuel source. 
 
Non – fossil fuels are projected to grow even faster than anticipated in last year’s study. Renewable, 
including biofuels, are projected to grow at around 6.6%/y, and as a result their share in the energy 
mix increases from 3% today to 9% by 2035. 
 
Demand and supply 
‘The outlook for the next 20 years is for continuing growth of energy demand as the world economy 
expands and more energy is required to power higher levels of activity,’ said Dale. 
 
Income and population are the key drivers behind the growing demand for energy. By 2035 the 
world’s population is expected to reach nearly 8.8 billion, meaning an additional 1.5 billion people 
will need energy. Over that same period, GDP is expected to more than double, with China and India 
accounting for half of the projected increase. 
 
‘The continuing reform of China’s economy towards a more sustainable pattern of growth causes 
growth in its energy demand to slow sharply – weighing most heavily on global coal, which grows 
at less than a fifth of the rate seen over the past 20 years,’ explained Dale. 
 
More than half of the increase in global energy is used for power generation, with much of that 
increase taking place in regions where a large part of the population have limited access to 
electricity. 
 
Power generation is a sector where all fuels compete and it will play a major role in the evolution of 
the fuel mix as renewable and gas replace coal – fired power stations. 
 
Renewable account for over a third of the expected growth in power generation. 
 
Strong growth in emerging economies will drive the demand for oil, will drive the demand for oil, 
with China and India accounting for over half of the increase in world demand, as the number of 
vehicles on the planet more than doubles. 
 
The Outlook predicts that the supply of natural gas grows robustly, underpinned by strong 
increases in shale gas production around the world – this is projected to grow at 5.6%/y. The share 
of shale gas in total gas production is expected to rise from 10% in 2014 to nearly 25% by 2035. 
 
Global liquids supply will expand by nearly 19mn b/d by 2035, led by growth in non – OPEC supply, 
particularly US shale oil. OPEC is likely to act to maintain its market share of around 40%. 
 
Carbon emission growth 



Meanwhile, the growth rate of carbon emissions over the period of the Outlook is expected to more 
than halve relative to the past 20 years – growing by 0.9%/y, compared to 2.1%/y. The sharp 
reduction in the rate of emissions growth reflects, in almost equal parts, faster improvements in 
energy efficiency and a reduction in the carbon intensity of energy, stated Dale. 
 
The world is starting to make the transition to lower – carbon energy system, and the COP21 
meeting in Paris last December represented a significant step on this journey. But carbon emissions 
are still projected to be growing, suggesting the need for further policy action. BP believes a 
‘meaningful global price for carbon’ is likely to be the most efficient mechanism through which to 
achieve an even faster transition to a low carbon world. 
 
Alternative assumptions 
In addition to its base case, this year’s Outlook also explores the risks and uncertainties 
surrounding its central projection for three alternative cases – slower global GDP growth; a faster 
transition to a lower carbon world, and a stronger growth of shale gas and tight oil. 
 
New price references launched  
Platts, a leading independent provider of information  and benchmark prices for the commodities 
and energy markets, recently announced the launch of new price references to aid the North Sea 
marketplace and the new US global oil export market. 
 
Beginning 14 March 2016, Platts will publish a new price assessment of North Sea light sweet crude 
on a delivered basis into Rotterdam, one of the world’s key crude import hubs. The new Dated 
Brent cost – Insurance – Freight (CIF) Rotterdam assessment will be complementary to the existing 
Dated Brent Free – On – Board (FOB) assessment. About one quarter of the crude oil flowing into 
Rotterdam comes from the North Sea, another quarter comes from the Middle East, and about a 
fifth from the Baltic region. 
Separately, Platts in February became the first price reporting agency to publish price references 
that bring transparency to the export value of crude oil in the US Gulf Coast, following the US 
government’s lifting of a 40 year old oil export ban. Platts now publishes a half dozen new pricing 
points for light sweet crude oil and condensates free – on – board ship from Houston and Corpus 
Christi, Texas, as well as a new pricing point for Canadian heavy crude oil delivered to the US Gulf 
Coast. 
 


