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Statoil installs first Johan Sverdrup platform 
The first of four topsides for the Johan Sverdrup field was installed on 25 April, with the lifting into 
position of the final module for the riser platform. The platform will handle all exports of oil and gas 
from the giant North Sea field. 
 
Built by Samsung Heavy Industries in three modules, the riser platform is one of four platforms that 
will make up the field centre on the Johan Sverdrup field in Phase 1 of the project. The others are 
the processing platform, the drilling platform, and the utility and living quarters. 
 
Installation of the riser platform marks the beginning of ‘one of the most hectic installation 
programmes ever for a project in Statoil,’ says the company. More than 400km of pipelines, 200km 
of power cables, the drilling platform, two jackets and a bridge will be installed over the coming 
months. 
 
The power converter, which will enable the Johan Sverdrup field to be powered with renewable 
electricity from shore, will also be located on the riser platform. 
 
Johan Sverdrup is one of the five biggest oil fields on the Norwegian Continental Shelf. With 
expected recoverable resources of between 2.1-3.1bn boe, it will be one of the most important 
industrial projects in Norway over the next 50 years, says Statoil. Peak production from the field, 
after Phase 2 start – up in 2022, is estimated at 660,000 b/d of oil, equivalent to 25% of all 
Norwegian petroleum production.  
 
Field partners are Statoil (40.0267%; operator), Lundin Norway (22.6%), Petoro (17.36%), AkerBP 
(11.5733%) and Maersk Oil (8.44%). 
 
Thailand launches PSC regime in latest round 
Thailand has launched a bidding round for the G1/61 and G2/62 offshore blocks, which cover the 
producing Erawan and Bongkot gas developments, operated by Chevron and PTTEP respectively. The 
fields currently produce a combined 2.2bn cf/d, accounting for 70% of Thailand’s domestic gas 
production, but the existing concessions expire in 2022. 
 
The blocks are being offered under a production sharing contract (PSC) regime – the first time 
Thailand has offered this type of contract. According to market analyst Wood Mackenzie, the key 
biddable elements of the auction round are gas production, gas price and production share 
attributable to the government. Bidders must commit to a minimum production of 800mn cf/d for 
G1/61 (Erawan) and 700mn cf/d for G2/62 (Bongkot for a period of 10 years from the PSC start date. 
 
Wood Mackenzie estimates the maximum gas price available derived from the government’s 
formula and indexed to Dubai crude, will be set at $7.5/1,000 cf in 2022, assuming a Dubai crude 
price of $68/b in 2022. The minimum government production share is set at 50%. Signature and 
production bonuses will also be biddable. 
 
In order to achieve the ambitious production targets, the analyst estimates the successful bidders 
will need to spend $11bn and $6.4bn for G1/61 and G2/61 respectively from 2020 (excluding 
decommissioning costs). This would involve the development of over 6tn cf of gas resources. ‘When 
developing bid strategies, interested parties would also need to consider decommissioning, resource 
risk and Thailand’s political environment – all uncertainties that could impact the value of the 
projects,’ notes the analyst. 



 
‘The existing participants (Chevron, PTTEP, MOECO and Total) are well placed to bid given their 
existing experience of the projects, but there is likely to the interest from other players in Thailand 
such as Mubadala, or Asian national oil companies (NOCs) such as CNOOC or Petronas,’ concludes 
Wood Mackenzie. ‘The bidding round represents another opportunity to acquire (producing) 
discovered resources in an already crowded global market. Thailand is therefore competing for 
investment with larger opportunities in Latin America and the Middle East.’ 
 
Reliance and BP sanction ‘Satellite cluster’ project  
Reliance industries (60% operator) and BP (30%) have sanctioned the ‘Satellite cluster’ gas project in 
block KG D6 offshore the east coast of India. The remaining partner is NIKO, holding a 10% stake. 
 
The “Satellite cluster’ is the second of three projects in the block KG D6 integrated development. The 
first of the projects, development of the ‘R-Series’ deepwater gas fields, was sanctioned in June 
2017. Together, the three projects will develop a total of about 3t cf of discovered gas resources 
with a total investment of $6bn. They are expected to bring a total of 30-35mn cm/d of gas onsera, 
phased over 2020-2022.  
 
India currently consumes over 5bn cf/d of natural gas and aspires to double gas consumption by 
2022. Gas production from the integrated development is expected to help reduce India’s import 
dependence and amount to over 10% of the country’s projected gas demand in 2022; benefiting 
India and domestic consumers at large. 
 
Bids invited for Sierra Leona blocks 
Sierra Leona’s 4th Offshore Licensing Round offers E&P companies the opportunity to enter into an 
emerging petroleum province, although changes to the country’s fiscal terms that make the nation 
less competitive than it used to be may put the round at risk, according to market analyst 
GlobalData. 
 
Currently, only African Petroleum and European Hydrocarbons hold licensed blocks in Sierra Leone. 
These blocks in Sierra Leone. These blocks, SL – 4A – 10 and SL – 03, have recently entered into their 
second extension period, expiring in November 2018, or in September 2019 if the operator commits 
to drill one well in each by the end of 2019. 
 
Discounted state take (percentage) for Sierra Leona, old and new terms, has been modelled for 
hypothesised field of different sizes and compared with the fiscal regimes of neighbouring countries 
Mauritania, Senegal, the Gambia, Guinea – Bissau, Guinea, Cote d’lvoire and Ghana. According to 
GlobalData, Sierra Leona ranks 4th compared to the neighbouring countries, with discounted state 
takes of between 70% and 71%. This compares to stake takes of 58% to 90% for the selected peer 
group of countries. Terms offered under the 4th Offshore Licensing Round have increased Sierra 
Leona’s discounted state take by 3-4% relative to previous rounds. 
 
To date, mean recoverable reserves for fields across the entire west coast of Africa stand at 197mn 
boe, with the region displaying a typical field size distribution. Against this backdrop, Sierra Leona 
and its immediate neighbours are underexplored, leaving a reasonable possibility that considerable 
volumes of yet – to find hydrocarbons remain, comments the analyst. 
 
Shell and BP grapple with low carbon futures 
The oil  majors Shell and BP have both been pondering what the global energy future might look like 
while also making plans for their own operations within that future, reports our sister publication, 
Energy World. 



 
Shell recently published a future scenario compatible with the Paris Agreement target of limiting the 
global average temperature rise to well below 2®C form pre – industrial levels. The scenario, which 
the company names ‘Sky,’ is the first time the oil major has tackled such an ambitious emissions 
reduction pathway. If follows other 2®C compatible scenarios such as the International Energy 
Agency’s (IEA) Sustainable Development Scenario. 
 
The Sky pathway sees the global economy reaching net – zero emission by 2070. Shell describes the 
scenario as ‘technically possible, but challenging’. In it, consumers, governments and companies 
would face ‘tough choices’ which would see the way society produces and uses energy transformed. 
It sees the global economy ‘completely re-wired’ in only 50 years. 
 
In terms of energy, the scenario sees, from now until 2070: 
 

 A massive increase in energy efficiency, driven largely by global carbon pricing mechanisms 
that are adopted in the 2020s. 

 A tripling of the rate of electrification of final energy use – with global electricity generation 
reaching a level nearly five times that of today’s. 

 Clean energy growing 50 fold, with primary energy from renewable overtaking fossil fuels in 
the 2050s. 

 A total of 10,000 large – scale carbon capture and storage CCS) facilities being built. 
 
It is worth noting that, like other well below 2®C scenarios, Sky relies on negative emissions 
technologies to start removing carbon dioxide (CO2) out of the atmosphere from the year 2030 
onwards, to counter a potential overshoot of emissions and sectors that are difficult to decarbonise.  
 
BP preceded the launch of Shell’s Sky scenario by releasing the 2018 edition of its Outlook says in 
mid – March, which investigates potential technology advances in the energy sector to the year 
2050. Like Shell, BP’s Outlook says that Paris Agreement goals are technically feasible, but they 
cannot be delivered by technology alone and that policymakers will have a role to play alongside 
better consumer choices. 
 
The report says that energy efficiency improvements can save efficiency improvements can save 
around 40% of current primary energy use by 2050 – with digital technology providing the most 
significant source of system – wide improvement; that onshore wind power will become the most 
economic source of electricity by 2050; and that gas with CCS, biogas, synthetics gas and hydrogen 
all have high potential to replace natural gas use in heating, transport and power systems. 
 
Both BP and Shell have also recently announced steps to reduce their own greenhouse gas 
emissions. BP vowed in mid – April to curb any growth in operating emission out to 2025 through 
carbon offsetting and reducing its projected emission by 3.5mn tonnes of CO2 – through efficiency 
improvements, shifting to more gas production  upstream and tackling methane emissions. It has 
also pledged to expand its renewable businesses. 
 
Shell’s Energy Transition Report, also published mid – April, has more to say about how the company 
will move into new business areas,’ such as the power and renewable, hydrogen and electric 
vehicles markets, alongside improving the carbon – intensity of its normal operations. But the 
company also says that it will produce oil and gas reserves by 2030 – which total around 6bn barrels 
of oil and 30bn cf of gas. 
 
Giant petchem complex planed for Saudi Arabia 



Saudi Aramco and Total have signed a memorandum of understanding to build a giant petrochemical 
complex in Jubail, Saudi Arabia. The complex will be integrated downstream of the STORP refinery, a 
joint venture between Saudi Aramco (62.5%) and Total (37.5%) in Jubail, in a move designed to fully 
exploit operational synergies. 
 
This world – class refinery, whose capacity increased from 400,000 b/d at its start-up in 2014 to 
440,000 b/d today, is reportedly one of the most efficient in the world.  
 
Located next to the SATORP refinery in the same industrial area, the complex will comprise a world – 
size mixed – feed steam cracker (50% ethane and refinery off – gas) with a capacity of 1.5mn t/y of 
ethylene and related high – added – value petrochemical units. 
 
The projects will represent an investment of around $5bn. The two partners are planning to start the 
front – end engineering and design (FEED) in 3Q2018. 
 
The cracker will feed other petrochemical and specialty chemical plants. 
 
Plummeting costs for wind, solar and batteries pose challenge of fossil fuels 
Dramatic cost reductions for wind, solar and battery technologies are posing an ‘unprecedented 
challenge’ to coal and gas and their position as leaders in the world electricity mix, according to new 
research from Bloomberg New Energy Finance (BNEF). 
 
BNEF’s analysis investigates the levelised costs of electricity (LCOE) for all the leading electricity 
technologies, and finds that fossil fuel power faces increasing competition in all three roles it 
performs in the energy mix – the supply to bulk generation, the supply of dispatchable generation 
and the provision of flexibility. 
 
In terms of bulk generation, BNEF says that wind and solar photovoltaic’s (PV) pose a threat. Both 
technologies have reduced their LCOEs in the last year – thanks to falling capital costs, improving 
efficiency and the spread of competitive auctions around the word. 
 
Relating to dispatchable power the ability to respond to grid requests to alternating energy levels at 
any time of day – the challenge posed to ne coal an gas is from the pairing of battery storage with 
wind and solar, says BNEF. Battery storage enables the latter two ‘variable’ sources to smooth 
output and, if necessary, shift the timing of supply. 
 
Looking at flexibility – the ability to switch power on and off in response to grid electricity shortfalls 
and surpluses over periods of hours – standalone batteries are increasingly cost – effective and 
starting to compete on price with open – cycle gas plants and other gas sources including pumped 
hydro, says BNEF. 
 
Elena Giannakopoulou, Head of Energy Economics at BNEF, described the research as ‘chilling’ for 
the fossil fuel sector. 
 
‘Some existing coal and gas power stations, with sunk capital costs, will continue to have a role for 
many years, doing a combination of bulk generation and balancing, as wind and solar penetration 
increase. But the economic case for building new coal and gas capacity is crumbling as batteries start 
to encroach on the flexibility and peaking revenues enjoyed by fossil fuel plants,’ she said. 
 
In the report, BNEF calculates the costs for each technology, taking into account equipment, 
construction, and financing costs, operating and maintenance expenses and average running hours. 



It found that in the first month of 2018, the benchmark global LCOE for onshore wind in $55 per 
MWh, down 18% from the first six months of 2017, while the equivalent for solar PV without 
tracking systems is $70/MWh, also down 18%. Meanwhile, the LCOE for offshore wind is 
$118/MWh, down 5% from last year. 
 
Between 20019 and 2018, BNEF figures indicate that the global benchmark LCOE for solar PV has 
dropped by 77%, and by 38% for onshore wind. LCOEs for older established sources, such as coal, 
gas, nuclear and large hydro, have mostly seen ‘very modest’ reductions in that time, says BNEF, but 
have actually increased in some countries. Meanwhile, BNEF’s lithium – ion battery index also shows 
a drop in costs, from $1,000/ kWh in to $209/kWh in 2017. 
 

 Portugal was able to meet more than 100% of its total March energy needs through 
renewable – mainly hydropower and wind energy. The country’s transmission system 
operator REN reported 4,800 GWh of renewable energy production in March, surpassing the 
nation’s monthly demand of 4,650 GWh. 

 
China ‘has already hit 2020 emissions intensity target’ 
China has already hit its 2020 target to reduce the carbon intensity of its economy, two years ahead 
of schedule, the country’s official climate change representative’s told a summit in Shanghai. 
 
By the end of 2017, China had cut its carbon dioxide intensity by 46% compared to 2005 levels – 
over its 40 – 45 % target on the 2005 level by 2020. This signals that the country – the world’s largest 
emitter of carbon dioxide – is on track to achieving its 2030 Paris Agreement pledge to cut emissions 
per unit of GDP by 60-65%. 
 
The news was disclosed by Xie Zhenhua, Special Representative for Climate Change of China, during 
the 2018 Green Carbon Summit in Shanghai last month. 
 
Chinese governments statistics indicate that China’s carbon intensity fell by 39% between 2005 and 
2015, despite its economy growing by 1.5 times over the same period. Over the past two years, it 
has dropped by a further 7% a year. 
 
Zhenhua credited the success largely to China’s highly anticipated emissions trading scheme (ETS), 
which has set emissions quotes for large enterprises. The power sector is biggest generator of 
China’s carbon emissions, producing around 3.3bn tonnes of carbon dioxide annually. 
 
Saudi Arabia strikes world’s biggest solar project deal 
Saudi Arabia is set to build the world’s biggest solar power project after striking a $200 bn deal with 
Japan’s SoftBank Group. 
 
The ambitious development is expected to generated a huge 200GW of power from various solar 
farms across the country by 2030 – dwarfing the nation’s current total electricity capacity of around 
77 GW. 
 
If built, the project would be 200 times larger than any other solar farm currently in operation, and is 
likely to cover an area of 5,000km2, as Quartz. Com estimates. The project is part of Saudi Arabia’s 
Vision 2030, which aims to diversity’s the nation’s energy mix and curb its reliance on crude oil. 
 
The partnership, announced during a press conference in New York last month, saw Saudi Crown 
Prince Mohammed Bin Salman sign a memorandum of understanding with SoftBank’s Chief 
Executive, Masayoshi Son. During the conference, Son revealed that the first phase of the project 



will generate 7.2GW and cost a total of $5bn. It is also expected to create approximately 100,000 
jobs. 
 
Shell is to sell its downsteam refining and marketing operations in Argentina to Raizen – a Brazilian 
joint venture 50% owned by shell and 50% owned by Cosan – for $950mn. The sale includes a 
refinery in Buenos Aires, 645 forecourts and other fuel, supply and distribution operations. The sale 
is the latest step in a $30bn divestment programme aimed at lowering debts after Shell’s takeover of 
BG Group. 
 
Total has announced its acquisition of a 74.33% stake in French utility Direct Energie for $1.7bn. the 
move sees Total become the second – largest power supplier in France, after EdF, and furthers the 
major’s ambition to expand in the gas – electricity value chain. 
 
New Zealand is to bank all new offshore oil and gas exploration after seven years of public protests – 
dealing a significant blow to major oil companies with existing offshore drilling licences in the 
country. Prime Minister Jacinda Ardern made the announcement as the country steps up its efforts 
towards a carbon neutral economy. Each year, the country produces over 15mn barrels of oil and 
175bn cg of gas, according to figures from the New Zealand Petroleum Exploration and Production  
Association. The bulk of production comes from the Maui, Pohokura, Kupe, Maari and Tui offshore 
fields. The government also pledged to continue offering the onshore region of Taranki for 
exploration, and said it will not revoke any existing exploration contracts. 
 
Shell has sold its entire share capital of Shell Iraq, which holds a 19.6% stake in the West Qurna 1 oil 
field, for $406mn to a subsidiary of Itochu Corporation. The West Qurna 1 venture will continue to 
be operated by ExxonMobil. Shell has also sold its New Zealand interests to OMV for $578mn. 
 
Total and Google Cloud have signed an agreement to jointly develop artificial intelligence (AI) 
solutions applied to subsurface data analysis for oil and gas exploration and production. The 
agreement focuses on the development of AI programs that will make it possible to interpret 
subsurface images, notably from seismic studies and automate the analysis of technical documents. 
The programs will allow Total’s geologists, geophysicists, reservoir and geo – information engineers 
to explore and assess oil and gas fields faster and more effectively. 
 
 


