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Gas Plus Khalakan (GPK) has completed testing of the Shewashan – 2 developments well under 
Phase 1 of the approved field development plan (FDP) for the Shewashan oil field in the Kurdistan 
Region of Iraq. The well has been completed ready for production and will contribute to the Phase 1 
production target of 10,000 b/d of oil by the end of 2016. Estimated annual production for 2016 is 
1.9mn barrels. 
 
Iranian output rises before Doha talks 
Iran’s crude production rose to 3.15mn b/d in March 2016, the highest since May 2012 
 
Iran was inching towards its goal of lifting crude production to pre – sanctions levels, complicating 
the efforts of a group of producer countries to reach a deal on freezing output, reported Argus 
Petroleum, shortly before Petroleum Review went to press. 
 
Iranian crude production rose to 3.15mn b/d in March 2012, when US and EU sanctions on Iranian 
oil exports began to bite. Iranian crude exports were around 1.4mn to 1.6mn b/d in March, up by 
some 15% on February, according to Argus estimates. Iran produced 3.6mn – 3.7mn b/d of crude in 
the period 2010 – 2011. 
 
Resurgent Iranian production came before a 17 April meeting in Doha, Qatar, involving a number of 
Opec and non – Opec producers to discuss an output freeze to help stabilize oil prices. Iran had 
indicated that it planned to attend the meeting, but ruled out freezing production until it has 
reached pre – sanctions levels. ‘There is a pre – condition for Iran to participate in the plan to freeze 
production, ‘Iranian Parliamentary Energy Commission Member Ali Iranpour said on 4 April. ‘Iran 
will first have to return to its pre – sanctions export level and recapture its share of the market.’  
 
Some Opec members were confident that a deal would be agreed in Doha. ‘I think the meeting will 
produce a freeze, I am optimistic,’ Kuwait’s Opec Governor, Nawal al – Fezaia, said. But an 
agreement would do little to ease an oversupplied market. 
 
Disruptions in some Opec member countries kept overall Opec output in March broadly unchanged 
from February, despite higher Iranian production. The UAE had the biggest month – on – month 
drop because of maintenance at the Murban field. Iraq’s production fell by about 50,000 b/d as 
state – owned North Oil stopped pumping crude from its fields in the Kirkuk region to the export 
pipeline to Turkey. 
 
Venezuelan output declined after operational disruptions at the 1.5mn b/d Jose export terminal. 
And Libyan production fell to a one – year low because of continuing unrest, and power supply 
problems at oil fields. Three idled crude export terminals in Libya – two of which have been shut 
since December 2014 – could reopen after a unity government was formed recently. This could lift 
Libyan production by as much as 450,000 b/d. 
 
The restart of fields in the Neutral Zone shared between Saudi Arabia and Kuwait could eventually 
add more than 500,000 b/d to Opec production following the resolution of operational disputes. 
Saudi Arabia and Kuwait have agreed to a gradual restart of the 300,000 b/d Khafji field. Saudi 
Arabia produced 10.21mn b/d in March, Argus estimates. This was only marginally lower than 
January – February, when Saudi output was the highest since October. 
 
BP and CNPC sign shale gas production deal 



BP and China National Petroleum Corporation (CNPC) have signed a production sharing contract 
(PSC) for shale gas exploration, development and production in the Neijang – Dazu block in the 
Sichuan Basin, China. The contract is BP’s first shale gas PSC in China and covers an area of 
approximately 1,500 sq km. CNPC will be operator for the project. 
 
The PSC is the first achievement from BP and CNPC’s framework agreement on strategic 
cooperation that was signed last October during the visit to the UK of President of The People’s 
Republic of China. Xi Jinping. In addition to unconventional resources, the framework agreement 
covers possible future fuel retailing ventures in China, exploration of oil and LNG trading 
opportunities globally, and carbon emissions trading as well as sharing of knowledge around low 
carbon energy and management practices. 
 
CNPC Chairman Wang commented: ‘By leveraging the parties’ complementary advantages, CNPC 
and BP will jointly realize the efficient development of unconventional resources.’ 
 
BP’s Energy Outlook 2016 expects that by 2035 shale gas will account for a quarter of the total gas 
produced globally and China will become the world’s largest contributor to growth in shale gas 
production. 
 
‘As a new strategic industry for China, the exploration, development and production of shale gas 
will significantly benefit China’s energy mix in the long run,’ said Edward Yang, BP China President. 
‘Through this PSC, BP once again clearly reaffirms our commitment to being one of China’s 
preferred energy partners to support the country in developing cleaner energy for a greener 
future.’ 
 
BP has also signed a framework agreement with Kuwait Petroleum Corporation (KPC) to explore 
possible joint opportunities for investment and cooperation in oil and gas projects in Kuwait and 
globally. In addition to enhancing oil and gas recovery from Kuwait’s existing resource base, the 
agreement also includes the intention to study opportunities for joint investment in future oil and 
gas exploration. Other elements of the agreement cover possible future oil and gas trading deals 
including LNG trading and related ventures. 
 
CATS firms up long – term future under new ownership 
BP’s share of the Central Area Transmission System (CATS) was recently acquired by Antin 
Infrastructure Partners, which has unveiled plans for the asset under the new ownership. 
 
Antin, a European private equity company focused on infrastructure investments, is now the 
majority owner (99%) of CATS, a natural gas transportation and processing system that transports 
gas through 404 km of pipeline from the Central North Sea to a processing terminal at Teesside, in 
north – east England. It is one of the first non – oil and gas companies to own a significant part of 
UKCS midstream infrastructure. Antin’s stake is held via a wholly owned subsidiary CATS 
Management, with the remaining 1% interest held by Eni (0.34%) and ConocoPhillips (0.66%). 
 
CATS has the capacity to handle more than 48mn cf/d of natural gas. It currently serves over 30 
producing field (forming 11 hubs) and in 2014 delivered almost 8bn cm of gas to UK markets 
(representing 22% of UK gas production and 10% of demand). Wood Group is the CATS operating 
partner, managing day – to – day operations. BG, as operator of the North Everest platform, is the 
duty holder of the CATS riser platform in block 22 / 10a, which is bridge – linked to North Everest. 
 



The oil and gas sector is operating in extremely challenging times and CATS is not immune. Despite 
this, during 2015 the high pressure / high temperature Culzean a new CATS hub that will start up in 
2019. The field is expected to produce 400 – 500mn cf/d of gas at plateau production for at least 13 
years, three other new fields are expected to come onstream as part of this hub, and their gas 
transported by CATS - Stella, Caley and Shaw. These three fields and Culzean will be instrumental in 
extending the life of CATS by at least another 20 years. 
 
Commenting on the future for CATS, Andy Hessell, Managing Director of CATS Management, says: 
‘Like energy company in the sector, low oil and gas prices are a concern and present some real 
challenges. Achieving more efficient and smarter ways of working is high on the agenda, and  as a 
new operator we are taking a pragmatic, common sense approach to ensure we have a sustainable 
business. This does not mean looking for short – term fixes create problems for the future, or 
cutting back on critical maintenance or integrity work.’ 
 
‘The best way in which we can remain efficient is by fully utilizing the available capacity within 
CATS, and the focus in 2016 is on ensuring we continue to provide a safe, reliable and efficient 
service to existing shippers, while also working with our hub operators to look for ways to sustain 
or enhance production (maximize economic recovery).’ 
 
‘Investment in the infrastructure in one of the priorities. For example, construction of a new 
accommodation building at the CATS terminal is already underway, so that more people can be on 
site at one time, improving the efficiency of activities such as shutdown maintenance programmes 
and turnarounds. 
 
Iraqi Oil Minister resigns as production targets cut 
The resignation of Iraqi Oil Minister Abdul – Mahdi in March, just after Petroleum Review went to 
press, came at a tough time for upstream development in Iraq. Hit by low oil prices, political 
disputes and a prolonged conflict with the so – called Islamic State, the Iraqi Oil Ministry has 
revised its production targets from 9bn b/d to 6mn b/d by 2020. 
 
According to GlobalData Analyst Ali Al – Killidar, current production is around 4.3mn b/d and is 
forecast closer to 5mn b/d by 2020, primarily due to budget cuts faced by consortia across Iraq. He 
explains: ‘Generally, revenues from Iraq’s southern fields, which account for 95% of the state’s 
budget, are not enough to cover all the state’s budgetary expenses and repay oil companies for their 
investments in the upstream sector.’ 
 
He continues: ‘In May 2015, BP agreed to cut its budget for the Rumaila field by $1bn from the 
initially planned $3.5bn, leaving production steady at the current rate of 1.4mn b/d. Although the 
2016 budget for the field has not been reported, a similar cut in investment is expected, with the 
primary focus of the operator shifting to offset the natural decline, at 17%.’ 
 
However, as the Iraqi authorities have recently managed to retake oil fields from Islamic State with 
international support, there is the possibility of redevelopment to salvage field (‘probably in the 
long – term’, says the analyst) which had lost 400,000 b/d of production during the conflict. 
 
US electricity use continues to fall despite a growing economy 
Annual electricity use has fallen in the US for the fifth time in eight years, according to the US 
Energy Information Administration (EIA), with energy efficiency measures being a major factor. 
 



Data on electricity sales indicate that total sales in the US fell by 1.1% in 2015 compared to the 
previous year, mainly as a result of declining sales in the industrial sector, reports our sister 
publication Energy World. This was accompanied by little to no growth in the electricity sold to 
residential and commercial sectors, despite an increase in households and commercial building 
space, says the EIA. 
 
Other factors contributing to the longer – term declining rates of electricity demand growth include 
a slowing rate of economic growth and a reduced role for electricity intensive manufacturing in the 
US. 
 
The EIA says that the drop in sales is driven by both the market as well as federal and state policies, 
including energy efficiency standards for appliances and lighting equipment. Some states have also 
mandated utilities to provide energy efficiency programmes for their customers, including energy 
audits or refunds on purchasing energy efficient equipment. 
 
The paradox of oil’s new paradigm 
While optimism abounds around the pace the he magnitude by which oil prices could rebound over 
the medium term, Platts Bentek employs a much more cautious outlook. Both supply and demand 
share in the responsibility for the outlook, according to Tony Starkey, who manages the Crude Oil 
Team at Platts Bentek. 
 
‘As relates to supply, and especially within this century, the aggressive, underlying bid for oil has 
been supported by both the peak oil theory, as well as those hedging unforeseen supply shocks 
brought about by geopolitical risks,’ he told Petroleum Review. ‘Both of those supports to prices 
have all but disappeared. The resurgence of US production, driven primarily by tapping light tight 
oil with improved fracking technology, has nullified worries around peak oil. That technology is not 
only likely to continue to improve, but to migrate to other parts of the world where oil resources 
could also be extracted from similar geologies. In terms of geopolitical risks, there will always be 
concerns around unexpected disruptions to supply.’ 
 
‘However, the fundamental shift in Opec’s posture and approach to the market, led largely by Saudi 
Arabia, has changed the market’s perception of Opec member countries. Fears are titled more 
towards excess supply from Opec countries as opposed to disrupted supply. Saudi Arabia increased 
their production levels by over 500,000 b/d amid crumbling oil prices. The Saudis continue to 
invest in their upstream capacity even in a sub $40 environment, as does Iraq and, now, Iran, with 
the removal of sanctions. Kuwait has announced a 25% increase in their capacity by 2020. Libya 
has made some political progress of late, and should stability return to that country, that is another 
nearly one million barrels per day of supply that could come back online.’ 
 
‘As it relates to demand, one mustn’t forget that it was partly weaker demand growth that sparked 
the initial downside to oil prices in late 2014. Since 2015’s surge in demand was likely attributable 
to the collapse in prices themselves, it is unlikely the same kind of incremental demand growth can 
be sustained going forward, especially under the assumption that prices will be higher. Global 
economic growth is relatively weak, with central banks the world over opting for lower interest 
rates and cheaper money to fuel higher asset prices to combat that weaker growth.’ 
 
‘All told, while lower capital expenditures and, thus, lower production, from non – Opec countries 
will materialize over the next couple of years, Opec supply growth will likely help offset some of 
those losses. In addition, slower global economic growth will likely limited demand growth. As a 



result, Bentek expects oil prices to average only $50/b in 2017, and $65/b in 2018. We are 
forecasting oil prices to average around $40 for 2016.’ 
 
Ineos announces new shale gas agreement 
Ineos Europe and Rex Energy Corporation have announced a new natural gas liquids (NGLs) sale 
and purchase agreement covering ethane, propane and butane. The NGLs will be transported 
through the Mariner East infrastructure and exported by sea from Marcus Hook to Ineos’ European 
cracker complexes. The transportation of ethane began in March. Shipment of propane and butane 
will begin following the completion of Mariner East 2 pipeline in 2017. 
 
‘This contract adds to our supply portfolio providing for long – term sourcing of advantageously 
priced US natural gas liquids for our European crackers,’ commented David Thompson, CEO Ineos 
Trading and Shipping. 
 
Tom Stabley, President and Chief Executive Officer of Rex Energy, said: ‘With the new sales 
agreement, we will now have three agreement outlets to deliver our natural gas liquids volumes, 
both domestic and international. The new outlets will enhance the economics of our wells in Butler 
operated area and our overall resource potential.’ 
 
The INEOS Intrepid, carrying 27,500cm of US shale gas ethane, arrived at the Ineos petrochemicals 
plant at Rafnes in Norway in late March. This was the very first time that ethane from US shale gas 
had ever been exported from the US and the first time it had been imported into Europe. 
 
The project has been complex – involving the design and long – term charter of eight Dragon class 
ship, connection of the new 300 mile Mariner East pipeline from the Marcellus shale in Western 
Pennsylvania to the Marcus Hook deepwater terminal near Philadelphia, and the creation of new 
export facilities and storage tanks.  
 
INEOS has invested $2bn bringing US shale gas to Europe. 
 
The company also recently completed operational trails on the second manufacturing unit (Train 2) 
of its gas cracker at Grangemouth, eight years after being mothballed. The recommissioning is in 
preparation for the arrival of US shale gas ethane at Grangemouth in autumn 2016. 
 
EIB and EBRD fund gas infrastructure plans is Turkey, Italy and Kazakhstan 
The European Investment Bank (EIB) has drafted plans to lend €1bn TANAP Dogalgaz Iletim, the 
Azeri – Turkish consortium developing the trans – Anatolian Pipeline (TAP) from he Shakh Deniz 
project in Azerbaijan to European and Turkish markets, reports Keith Nuthall. The loan, which still 
needs approval from the EIB board of directors, will help ensure the TAP project proceeds. 
 
TAP will ‘play a key role in diversifying the supply of natural gas to European markets and to meet 
natural gas demand in Turkey,’ said an EIB note. The pipeline will stretch between Turkey’s 
borders with Georgia and Greece. Its environmental permit has been issued and construction 
started. 
 
Meanwhile, the EIB has drafted plans to lend Societa Gasdotti Italia €50mn to build a new 75km 
long gas pipeline between the provinces of Teramo and Fermo in Central Italy, while adding new 
connections and revamping old sections of the company’s gas network during 2016 – 2020. ‘The 
project will help to improve the security, safety and reliability of gas supply,’ said the EIB which 



added most of these planned developments were within poorer Italian regions attracting European 
Union (EU) development funds. 
 
Another EU financier, the European Bank for Reconstruction & Development (EBRD), is planning 
Kazakhstan’s gas sector. One is injecting €245mn into Intergas Central Asia, Kazakhstan’s national 
gas transmission pipeline operator, to support its ongoing capital expenditure programme. This 
includes the expansion of the Bozoi underground gas storage facility, which boosts gas supplies to 
southern Kazakhstan, a country that suffers peaks in gas consumption because of weaknesses in 
power suppliers during cold winters. An EBRD note said the expansion was ‘a critical element of the 
new gas pipeline network being introduced in the region’, promoting the development of new gas – 
fired power plants. 
 
The EBRD is also planning to lend €130mn to Kazakh gas distribution company KazTransGas – 
Aimak to extend its gas network to regional administrative centres and modernize existing 
distribution networks in western Kazakhstan. This will include pressure reduction and metering 
stations and replacing aged carbon steel piping with new polyethylene pipeline. 
 
Outlook uncertain for LNG 
Over recent decades, the global LNG business has benefited from stable long – term offtake 
contracts, providing revenue certainty for producer and supply certainty fro buyer. However, a 
surge in global supply may lead to a number of uncontracted cargoes exposed to market volatility, 
creating greater uncertainty for this historically secure sector, explains Simon Redmond, Director at 
Standard & Poor’s and commodities specialist. 
 
LNG is an atypically stable commodity when it comes to ‘spot’ price – the price of the moment – 
mainly because most LNG is sold via long – term contracts. These contracts provide certainty of 
supply for utility companies, while providing certainty of offtake to producers. This mutual long – 
term reliance has typically supported overall solid credit ratings. 
 
But with global supply of LNG set to soar over the next four year, to around 460mn t/y – an increase 
of nearly 40% from the 330mn t/y supplied in 2015 – producers are now concerned about supply 
that is either uncontracted or deferred, and as a result, exposed to future volatile market conditions 
and price variations. 
 
LNG producers are not the only ones analyzing the potential impact of future market conditions. At 
Standard & Poor’s ratings account for changes to the market, adjusting the company’s view of price 
and volume terms if situations warrant. 
 
Faced with stubbornly low commodity prices, the position of upstream companies – those involved 
in the initial exploration and production stages – have recently been reviewed. This is because 
many costs of production are fixed and pressures may rise where cash generation is likely to fall 
short of previous assumptions.  
 
As an example, Standard & Poor’s recently affirmed its ‘A’ ratings on two RasGas projects in Qatar, 
but for the first time in 10 years the outlook was revised to negative, implying a one – in – three 
chance the ratings could be downgraded in the next year or two. The negative outlooks reflect the 
view of reduced headroom for the financial profile. 
 
The implications of continued low oil prices and the prospect of increasing supply are generally 
negative for the LNG market. 



 
If fact, it is forecast that by 2017 the upstream market will experience a 30 – 50% cut in capital 
investment outlays by oil and gas companies when measured against 2014 peak levels. 
Furthermore, companies are now typically focusing on projects with a relatively rapid payback 
rather than the multi – year investments like LNG. 
 
At present, almost all of Standard & Poor’s ratings on companies with material LNG production are 
investment grade. This said, the base case doesn’t foresee a material improvement on the horizon 
and in our view it would take a significant event to shift LNG market expectations in 2016. 
 
China targets greenhouse gas emissions 
China plans to launch a national cap – and – trade emissions programme in 2017 to reduce 
greenhouse gas emissions. The programme will cover key industries including power generation, 
iron and steel, chemicals, building materials, paper – making and non ferrous metals. 
 
In a move towards better climate control, China recently committed to fund over $3bn for climate 
change initiatives. The latest move has implications for US domestic climate legislations, as China’s 
participation in climate mitigation policy is seen as a prerequisite for US policymakers’ action in the 
arena. With China moving ahead to cap carbon emissions, the US will find it harder not to follow 
suit and is likely to expand climate – related actions covering the domestic industrial and power 
sectors. 
 
As reported by carbon Pulse, the head of China’s Central Bank gave his full support to the national 
cap – and – trade programme. Meanwhile, Reuters reported that Jiang Zhaoli, a senior climate 
change official with the NDRC, said he expected the national emissions trading scheme to 
commence in June 2017, covering 4bn tones to CO2. 
 
Furthermore, on 22 April China’s President Xi and US President Barak Obama will formally sign the 
Paris Climate Change Agreement and take respective steps to join the agreement later this year. 
They are encouraging other parties to the UN Framework Convention on Climate Change to do the 
same. The Presidents are committed to working bilaterally and with other countries to achieve 
successful outcomes this year, including an HFC amendment under the Montreal Protocol pursuant 
to the Dubai Pathway and on a global market based measure for addressing greenhouse gas 
emissions from international aviation at the International Civil Aviation Organization Assembly. 
 
 


