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Shell has awarded Technip a contract for the development of subsea infrastructure for the Stones 
project. Included in the agreement are two subsea production tie – backs to the floating production, 
storage and offloading (FPSO) vessel. The Stones field is located in the Walker Ridge area in the US 
Gulf of Mexico, at a water depth of 2,930 metres. This is a new frontier in oil and gas deepwater, 
where Shell achieved first commercial production with Perdido. Some 50,000 boe/d is forecast at 
peak production during the first phase of development, from more than 250mn boe of recoverable 
resources. The Stones field is reported to have significant upside potential and is estimated to 
contain over 2bn boe of oil in place. 
 
DEA Deutsche Erdoel has acquired 100% of the shares of E.ON’s Norwegian oil and gas business to 
create and enlarged Norwegian portfolio more than doubling its current production in Norway to 
75,000 boe/d. The acquisition also provides access to promising growth options through material 
development and exploration. The value of the transaction is $1.6bn, including $100mn of cash on 
the balance sheet as at the effective date of 1 January 2015. The transaction is subject to approval 
by Norwegian authorities and the European Commission. The deal comprises equity interests in 43 
licences, and ads production of some 45,000 boe/d through working interests in three producing 
oil and gas fields, namely Skarv (28.1%), Njord(30%), and Hyme (17.5%). DEA will also acquire 
interests in additional developments and discoveries, including Snilehorn, Snadd and Fogelberg, as 
well as a broad portfolio of exploration license on the Norwegian Continental Shelf. 
‘ 
Lukoil (72%), PanAtlantic (18%) and Romgaz (10% are reported to have discovered a gas field at 
the Trident block (EX-30) in the black Sea, offshore Romania. Lukoil believes Lira gas field reserves 
may exceed 30bn cm, which will be confirmed during evaluation drilling. 
 
Eni has acquired stakes in two offshore blocks in the Egyptian waters of the Mediterranean Sea. It 
has taken a 37.5% participating interest and operatorship in North El Hammad, where it partners 
with BP (37.5%) and Total (25%), and a 50% participants interest in North Ras El Esh, where it 
partners with BP (50%) which will act as operator. These two new concession agreements follow 
the recent award of the deepwater Karawan and North Leil blocks and Eni’s recent giant Zohr gas 
discovery, claimed to be the largest gas discovery in the Mediterranean region to date. 
 
Ineos is to acquire all of the UK North Sea gas fields owned by the DEA Group, the German – based 
oil and gas company owned by the LetterOne Group. The fields, including the Breagh and Clipper 
South fields in the Southern North Sea, account for 8% of the UK’s annual gas production. Ineos 
operates Scotland’s largest manufacturing complex at Grangemouth, which is the only refining / 
petrochemicals complex directly attached to the North Sea, states the company. 
 
Shell will install a nationwide network of hydrogen fuelling pumps at retail sites in Germany from 
2016, in an effort to accelerate the growth in Europe of this low – carbon alternative transport fuel. 
The declaration of intent signed with its H2 Mobility Germany joint venture partners and 
Germany’s federal Transport Minister, Alexander Dobrindt, will lead to hydrogen fuelling pumps 
being available at around 400 locations across the country by 2023. The company is also assessing 
the potential for more stations in the US, UK, Switzerland, Austria, France, Belgium, the Netherlands 
and Luxembourg. 
 
Esso officially launched Synergy Fuels in the UK with a star – studded event at the UnderGlobe 
venue in London in late September. A number of forecourts around the country are already 
featuring the brand new Synergy look. According to Esso, the update makes it easier to identify 



grade labels; provides a brighter and more comfortable layout and lighting; convenient, easy – to – 
use technology; and an enhanced Esso Synergy customer service experience. During the night, 
attendees saw a series of bespoke performance by Britain’s Got Talent dance troupe UDI and the 
premiere of a revamped version from acclaimed War of the Worlds composer Jeff Wayne whose 
Tiger theme was the sound track to the well – known Esso adverts in the 1970s and 1980s. Jensen 
Button, 2009 Formula One World Champion, also attended the event. 
 
Shell pulls out of the Arctic 
Shell is to stop oil and gas exploration in the Arctic after disappointing results from a key well 
Shell has announced that the company is to stop Arctic oil and gas exploration off the coast of 
Alaska after disappointing results from a key well. Despite discovering traces of oil and gas at the 
Burger prospect offshore Alaska, they are not sufficient to warrant further exploration, the 
company said in a statement last month. The Burger J exploration well, located in Alaska’s Chukchi 
Sea, approximately 150 miles from Barrow in 150 feet of water, will now be sealed and abandoned 
in accordance with US regulations. 
 
‘Shell continues to see important exploration potential in the basin, and the area is likely to 
ultimately be of strategic importance to Alaska and the US. However, this is a clearly disappointing 
exploration outcome for this part of the basin, said Martin Odum, Director, Shell Upstream 
Americas. The company will now cease further exploration activity offshore Alaska for the 
foreseeable future. This decision reflects both the Burger J well result, the high costs associated 
with the project, and the challenging and unpredictable regulatory environment in offshore Alaska, 
Shell said. The company’s Alaskan project was valued at about $3bn on its balance sheet, with a 
further $1.1bn of future contractual commitments for rigs, ships and other assets. A financial 
update is expected with the announcement of the company’s 3Q2015 results at the end of this 
month. 
 
The financial burden of the $47bn deal to buy BG announced earlier this year is also likely to have 
been a factor in the decision. The company also recently announced plans to cut 6,500 jobs this year 
and step up spending cuts in a bid to reduce operational costs. 
 
Shell caused controversy with environmental campaigners when it returned to the Arctic this year 
having interrupted exploration after its Kulluk drilling rig ran aground following a storm in 2012. 
Arguing that oil and gas exploration will pollute and damage a natural wilderness largely 
untouched by human activity and home to populations of whales, walrus and polar bears, 
environmentalists have claimed victory at this latest announcement. Head of Greenpeace in the US 
Annie Leonard said Shell’s decision was ‘proof positive that drilling in the Arctic is too costly to be 
effective and bad bet for other energy companies’. Greenpeace UK Executive Director John Sauven 
added: ‘The Save the Arctic movement has exacted a huge reputational price from Shell for its Arctic 
drilling programme. And as the company went another year without striking oil, that price finally 
became too high. They’re pulling out. Now President Obama should use his remaining months in 
office to say that no other oil company will be licenced to drill in the American Arctic.’ 
 
Meanwhile, US Senator for Alaska Lisa Murkowski has expressed her disappointment over the 
decision, blaming the US’ ‘contradictory’ and ‘burdensome’ regulatory environment. ‘It is clear that 
the federal regulatory environment – uncertain, ever – changing and continuing to deteriorate – 
was a significant factor in Shell’s decision.’ 
 
A number of oil companies have dropped costly offshore projects worldwide as weak oil prices 
have eaten into budgets. The Arctic, however, is thought to be one to the last great frontiers in oil 



exploration. According to estimates by Wood Mackenzie, the region straddling territory belonging 
to Russia, Alaska, Norway, Greenland and Canada may hold as much as 166bn boe. So, while there 
are currently better, easier places to explore for oil and gas, with demand for fossil fuels fuel 
expected to rise over the next decade as emerging markets continue to grow, we may see 
companies returning to the Arctic in the future. 
 
Saudi the only OPEC member to cut supply in September 
Oil production from OPEC totaled 31.2mn b/d in September, down 60,000 b/d from August as 
Saudi Arabia further reined in supply, according to Platts latest survey of OPEC and oil industry 
officials and analysts. 
 
‘Given the Saudi Oil Minister’s comments [in early October] and OPEC’s expectations of more 
balanced  oil market fundamentals in the second half of next year, all the signals seem to point to 
yet another rollover of the current output ceiling in December,’ says Margaret McQuaile, Senior 
Correspondent for Platts. OPEC ministers are next scheduled to meet in Vienna on 4 December. 
 
Saudi Arabia was the only member country to reduce supply in September. Small increase totally 
80,000 b/d came from Angola, Iran, Libya, Nigeria and the United Arab Emirates (UAE). 
 
Saudi supply fell back to 10.26mn b/d in September from 10.4mn b/d in August, the survey 
estimated. But participants in the survey see Saudi Arabia’s September dip as a response to market 
conditions rather than as indicative of a downward trend in output that might signal a policy 
change. 
 
The kingdom has been pumping in excess of 10mn b/d since March and told OPEC it produced a 
record 10.56mn b/d at the wellhead in June. 
 
The 10,000 b/d increase in Iranian output comes as Tehran prepares for the lifting of sanctions that 
will enable it to increase crude exports from current levels of around 1mn b/d. Iranian officials 
expect this to happen early next year. The international atomic Energy Agency (IAEA) expects to 
issue a final report on Tehran’s compliance with the mid – July nuclear deal by 15 December. 
 
Libyan production also rose by 10,000 b/d month – on – month although volumes are still very low 
relative to the 1.58mn b/d the country was producing before the 2011 uprising. On 6 October 
production stood at 426,000 b/d, Mustafa Sanalla, Chairman of state – owned NOC, told Platts. 
 
Some of the difficulties facing the Libyan oil sector are technical, with ongoing problems at fields in 
the east. At the same time, tribal rivalry has resulted in continued blockades of key oil 
infrastructure across the country, although early October saw the Zueitina terminal re – open to 
load its first cargo of crude in more than four months. 
 
Uncertainty remains, too, over who will eventually run Libya, as there is still no political accord 
between the two rival governments claiming power. 
 
No mechanism in place 
The overall dip in OPEC output in September follows a 140,000 b/d drop in August, which was the 
first fall since February, and leaves OPEC overproducing its 30mn b/d output ceiling by 1.2mn b/d. 
However, even if OPEC wanted to enforce the official limit, which has been in place since the 
beginning of 2012, it has no mechanism for doing so as there are no individual country quotas. 
 



As OPEC’s 4 December meeting approaches, market – watchers will be looking for signals as to the 
likely outcome. However, nearly a year after the Saudi – led producer group decided to defend its 
share of the world oil market rather than cut production, there is no sign that a policy change may 
be in the offing. Indeed, remarks by Saudi Oil Minister Ali Naimi, recently published in India’s 
Economic Times, suggest that the world’s top crude exporter has no plans to abandon its current 
strategy, despite prices having fallen by more than half since June last year. 
 
Naimi was quoted as saying that oil prices were determined by the market, that economic 
producers would ‘continue to prevail’ and that OPEC’s market share would rise. 
 
On 12 October, OPEC upwardly revised its expectations of demand for its crude both this year and 
next to 29.6mn b/d and 30.8mn b/d as it lowered its non – OPEC supply projections. Indeed, it said, 
demand for OPEC crude could be as high as 31.4mn b/d in the second half of next year. 
 
The high prices of recent years have enabled independent producers to develop high – cost 
reserves, including shale oil in the US. However, the price plunge from as high as $115/b for Brent 
in mid – June last year has led to most international oil companies slashing spending. The 
International Energy Agency (IEA) has already forecast a drop of 400,000 b/d in US shale oil output 
– the main driver of non – OPEC growth – next year. 
 
Bonga Phase 3 onstream 
Shell Nigeria Exploration and Production Company (SNEPCo) has brought the Bonga Phase 3 
project onstream. The project is an expansion of the Bonga Main development, with peak 
production expected to be some 50,000 boe. This will be transported through existing pipelines to 
the Bonga FPSO facility, which has the capacity to produce more than 200,000 b/d of oil and 150mn 
cf/d of gas. 
 
The Bonga field, which began producing oil and gas in 2005, was Nigeria’s first deepwater 
development in depths of more than 1,000 metres. Bonga has produced over 600mn barrels of oil 
to date. 
 
The Bonga project is operated by SNEPCo as contractor under a production sharing contract with 
the Nigerian National Petroleum Company (NNPC), which holds the lease for OML 118, in which the 
Bonga field is located. SNEPCo holds a 55% contractor interest in OML 118. The other co – ventures 
are ExxonMobil (20%), Total (12.5%) and Nigerian Agip Exploration (12.5%). 
 
Now is the winter of our discount distillates 
Above average temperatures will cut heating oil demand in the US north – east this winter, the US 
Energy Information Administration (EIA) says, after a large stockbuild in the north Atlantic 
markets. According to Argus Global Markets, meteorologist’s project above – average temperatures 
in the US north – east during the coming winter, thanks to the effects of an El Nino weather pattern 
over the Pacific. Heating oil warms nearly a quarter of all homes in the north – east states, and the 
region accounts for almost all US demand for the fuel. Federal forecasters expect the number of 
heating days in the north – east to fall by 13% compared with the 2014 – 2015 winter. US heating 
oil consumption will fall by 11% this winter compared with last under the EIA’s baseline forecast.  
 
A mild north – east winter would be a departure from the past three years. Heating oil used to be a 
1mn b/d market in the US winter just over a decade ago before natural gas started to displace it. 
However, a series of unusually harsh winters in the north – east helped boost US heating fuel 
demand during the past three years. Heating oil sales were a little over 100,000 b/d higher in the 



fourth and first quarters of 2012 – 2013, 2013 – 2014 and 2014 – 2015 than during the same 
periods in 2011 – 2012. 
 
The forecasts are bad news for refiners in the US and Europe, largely because of an unusually rapid 
middle distillate inventory builds this year. High gasoline demand this summer led refiners to boost 
throughputs, leaving a distillate surplus on both sides of the Atlantic. Heating oil stocks are the 
highest in the five – state region – including key consumer markets New York, Pennsylvania and 
New Jersey – since January 2011. In addition, EU – 16 middle distillate inventories – the 15 pre – 
2004 EU accession countries plus Norway – rose to 22mn barrels above typical seasonal levels at 
the end of September, from being 15mn barrels below average in January. 
 
South – East Asia emerging as energy giant 
The energy landscape in south – East Asia continues to shift as rising demand, constrained domestic 
production and energy security concerns lead to a greater role for coal, a sharp rise in the region’s 
dependence on oil imports and the reversal of its role as a major gas supplier to international 
markets. 
 
The World Energy Outlook Special Report on Southeast Asia (WEO Special Report) presents a 
central scenario in which Southeast Asia’s energy demand increases by 80% in the period to 2040, 
though the region’s per – capita energy use remains well below the global average. Despite policies 
aimed at scaling up the deployment of renewable resources, the share of fossil fuels in the region’s 
energy mix increases to around 80% by 2040, in stark contrast to the declining trend seen in many 
parts of the world. 
 
Rising imports sharpen the focus on the economic and security aspects of energy use. By 2040 the 
region’s net oil imports could more than double to 6.7mn b/d, a level equivalent to the current oil 
imports of China. South – East Asia’s oil import bill surges to over $300bn/y by 2040, compared 
with around $120bn in 2014, with increases in spending in almost all countries in the region. 
 
Electricity demand is forecast to almost triple by 2040. The sector continues its shift towards coal 
due to its abundance and relative affordability. 
 
China announces carbon market details 
The US and China have made a second major joint announcement on climate that details domestic 
actions the two countries will take to address emissions after 2020 – and which follows on from a 
joint climate commitment the nations made last November. 
 
The confirmation from Chinese President Xi Jinping of a national carbon market for China forms the 
most significant component of the announcement, which was made at a UN development summit in 
New York. President Xi announced that China will run a national carbon market in 2017 – the first 
time he has publically made such a commitment, though Chinese officials have been talking about it 
since last year and it had originally been slated for 2016. 
 
The carbon market will see the seven current pilot schemes in various areas of China joined under a 
wider umbrella to set a carbon price across the whole country. The cap – and – trade scheme will 
cover power generation, steel, cement and other key industry sectors. It will make China host to the 
world’s biggest carbon market. 
 



China’s current seven pilot markets, in cities Beijing and Shanghai, industrial municipalities Tianjin 
and Chongqing and the Guangdong and Hubei provinces, as well as Shenzhen, have significant 
differences in the number of traded allowances and average carbon price. 
 
There was positive reaction to China’s carbon market announcement. The World Resource 
Institute’s President and CEO Andrew Steer said: ‘China has repeatedly shown that it’s serious 
about reining in its emissions. By committing at the highest level to a national carbon trading 
programme, China is making its intentions clear to businesses and investors about its shift to a low 
carbon economy.’ 
 
But analysis from Point Carbon at Thompson Reuters points to questions around how the pilot 
schemes will transit to a national market in the face of the delay in implementation; how the 
national scheme will link to China’s Five year Plan and pledged 2020 and 2030 targets; and how the 
carbon market will work with power reform in China where carbon costs are reflected in electricity 
prices. 
 
Other details in the wider US – China announcement included a common vision for success in Paris 
and significant climate finance commitments. 
 
China announced that it would favour low carbon electricity under a ‘green dispatch system’, while 
the US reiterated its Clean Power Plan goals. Both countries are working on heavy – duty vehicle 
fuel efficiency standards, and are also acting on measures to reduce emissions of 
hydrofluorocarbons (HFCs). 
 
Fossil fuel support ‘too high’ says OECD 
Governments spend almost twice as much money supporting fossil fuels as in needed to meet 
climate – finance objectives 
New data has been released by the Organisation for Economic Cooperation and Development 
(OECD) indicating that government support amongst rich and major emerging market countries for 
fossil fuel use and production remains high, writes Keith Nuthall. 
 
Indeed, recent figures suggest that within 34 OECD member countries, plus Brazil, China, India, 
Indonesia, Russia and South Africa, between $160bn and $200bn is spent annually on encouraging 
oil, natural gas and coal usage. 
 
The OECD inventory of support measures for fossil fuels 2015 assesses 800 spending programmes 
and tax breaks, reducing prices for consumers and exploration and exploitation costs for oil and gas 
companies. 
 
In associated comments, the OECD has highlighted the potential climate change impact of these 
policies: ‘The time is ripe for countries to demonstrate they are serious about combating climate 
change, and reforming harmful fossil fuel support is a good place to start,’ said OECD Secretary 
General angel Gurria at the Organisation’s Paris headquarters. ‘Governments are spending almost 
twice as much money supporting fossil fuels as is needed to meet the climate – finance objective set 
by the international community.’ Lower oil prices could help governments phase out support for 
fossil fuels, argues the OECD. 
 
The headlines figure conceals some major contracts in how subject countries subsidies fossil fuels. 
For instance most such subsidies and tax breaks in Mexico, Luxembourg, Italy, Israel, India, France, 
China, Chile, South Africa, Russia and Belgium are focused on oil production and / or use. By 



contrast, the UK and Austria focus the bulk of their spending and tax reductions on natural gas. 
Japan, Hungary and Germany take a more balanced approach. Also, consumer – focused support is 
usually the largest component of subsidies. Only in the US, Turkey, New Zealand, Japan, Germany, 
Canada and t a lesser extent Brazil, are producer supports a significant proportion of these 
subsidies and tax breaks. In Russia producers gain the lion’s share of this assistance. 
 
 
 


