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BP gets green light on North Sea fields 
BP has received approval from the UK Oil and Gas Authority (OGA) to proceed with the Vorlich 
development in the central North Sea, which will target 30mn boe and is expected to produce 
20,000 boe/d at speak. 
 
The £200mn project is part of a programme of North Sea subsea tie – back developments that seek 
to access important new production from fields located near to established producing infrastructure. 
 
Vorlich is a two – well development, and will be tied back to the Ithaca Energy – operated FPF – 1 
floating production facility, which lies at the centre of Greater Stella Area production hub. Ithaca has 
a 34% interest in Vorlich, which is expected onstream in 2020. 
 
BP is also intending to develop Alligin as part of its subsea tie – back programme. Alligin is a two – 
well development west of Shetland, which will be tied back to BP’s Glen Lyon floating, production, 
storage and offloading (FPSO) vessel. Alligin (BP% operator; Shell 50%) is a 20mn – barrel 
recoverable oil field in the Greater Schiehallion Area. 
 
Commenting on the news, Oil & Gas UK Upstream Policy Director Mike Tholenn Said: “The Vorlich 
development gives us a view into the future of the UK Continental Shelf and news of its FDP 
approval will further bolster confidence in the region. BP’s focus on efficiency, innovation and 
collaboration confirms its commitment to maximising recovery from the basin. The use of existing 
infrastructure will be increasingly important as industry looks to unlock  small pools. Oil & Gas UK’s 
recent Economic Report showed that these behaviours have the potential to add a generation of 
productive life to the basin. However, the report warns, ‘a continued risk (the UK) industry’s ability 
to go after this prize, and focus must remain on bringing more major projects to delivery.’ 
 
US waiver 
In other news, the US Office of Foreign Assets (OFAC) has issued a waiver that will allow BP to 
proceed with the £300mn sale of a number of its North Sea gas fields to Serica Energy. The 
divestment has been under threat from US financial sanctions on Iran because Iran’s state – owned 
oil producer National Iranian Oil Company (NIOC) also owns a stake in one of the North Sea fields 
included in the asset sale. 
 
The exemption means all revenues from the Rhum field owed to NIOC will be held in escrow for as 
long sanctions apply. IOC will also be stripped of any decision - making powers regarding the field. 
 
Jet fuel demand soars 
Acombination of low oil prices, a rapidly expanding middle class in Asia and booming freight markets 
driven by expanding world trade and e-commerce are fuelling increased demand for jet fuel 
worldwide. However, future demand runs the risk of being hampered by a greater penetration of 
sustainable aviation fuels (SAFs) and efficiency gains, according to a new report from IHS Markit. 
 
Global jet fuel demand will rise from around 8% of total refined product demand in 2017 to more 
than 10% by 2040, according to the analysis, reaching more than 9.5mn b/d by 2040. 
 
‘Thanks largely to low oil prices and strong growth in air travel, particularly in Asia, jet fuel a fast – 
growing product, with global jet fuel demand growth comfortably exceeding 4% in the last two 
years,’ says Louise Vertz, Director, Refining and Marketing Research at IHS Markit and lead author of 
the study. 



 
‘In a refined – fuel market that has had sluggish annual growth of just shy of 1.5% overall, that is a 
bright spot for refiners, and is one of the few refined products we expect to see consistent demand 
growth through 2040. However, there are some potential challenges that could inhibit that demand 
growth, particularly increased market penetration of sustainable aviation fuels (SAFs) and increased 
fleet efficiency’. 
 
Air travel growth is set to continue its strong performance. The International Air Transport  
Association’s (IATA) mid – year economic report for passenger traffic – measured in revenue 
passenger kilometres (RPK) – is expected to grow by 7% in 2018, after increase of 7.4% and 8.1% in 
2016 and 2017, respectively. Freight, which is measured in freight tonne KM (FTK) is expected to 
grow 4% in 208. 
 
Efficiency gains 
Efficiency is a critical market driver, as the Carbon Offsetting and Reduction Scheme for International 
Aviation (CORSIA) gets underway in 2021. 
 
‘While efficiency gains have averaged slightly more than 1%/y on a fuel per passenger – km basis, 
the advent of newer, fuel – efficient aircraft could hasten efficiency gains, and take – up of these 
more efficient models is likely to accelerate in a higher oil price environment, according to the study.  
 
Other contributors to growth include deregulation of the airline industry which drove greater 
accessibility, as well as price competition, which has been boosted by internet search capabilities 
that provide price transparency. 
 
Sustainable aviation fuels 
Sustainable aviation fuels (SAF) are low – carbon fuels, mainly biojet, which are produced from 
sustainable oil crops. Biojet can be blended with conventional jet fuel to reduce the carbon footprint 
or air travel by as much as 80%. However, adoption of these fuels remains limited, in part by the 
prohibitive production costs, which in nearly double that of conventional jet fuel, comments IHS 
Markit. 
 
‘Without changes in policy support and stronger market incentives, infrastructure, investors are 
hesitant to invest in these SAFs,’ it says. ‘This may change, however, as worldwide efforts to reduce 
carbon dioxide (CO2) emissions gather pace and CORSIA goes into effect. With this in mind, SAFs are 
expected to play a greater role in the fuel mix toward the end of the forecast period.’ 
 
Finally, substitution for traditional jet fuel demand may ventrally come from electricity and electric 
planes, although IHS Markit does not expect market penetration to begin until at least 2040, and 
them initially only for short – haul commuter trips. 
 
US climate pledges 
US oil majors Chevron, ExxonMobil and Occidental Petroleum have pledged to tackle climate change 
and joined the Oil and Gas Climate Initiative (OGCI). Their addition means that OGCI members now 
represent around 30% of global oil and gas production, and supply close to 20% global primary 
energy consumption. 
 
Launched in 2014, the OGCI aims to increase the ambitions, speed and scale of the initiatives 
undertaken by its individual companies to help reduce man – made greenhouse gas emissions, in 
particular from the production and use of oil and gas in power, heating, industry and transport. 
 



The OGCI has also announced a target to reduce by 2025 the collective average methane intensity of 
its aggregated upstream gas and oil operations by on fifth to below 0.25%; with the ambition to 
achieve 0.20%, corresponding to a one – third reduction. Methane has serious implications for 
climate change, being at least 84 times more potent the CO2 over 20 year horizon, according to the 
Climate and Clean Air Coalition (CCAC). 
 
Shell announces green light to invest in LNG Canada 
Shell and its partners have taken a final investment decision (FID) on LNG Canada, a major LNG 
project in Kitimat, British Columbia, Canada. Construction will start immediately, with first LNG 
expected before the middle of the next decade. It is the first LNG export project to reach FID in 
Canada and the first Greenfield LNG export project globally in five years.  
 
‘We believe LNG Canada is the right project, in the right place, at the right time,’ said Ben van 
Beurden, Chief Executive Officer, Shell. ‘Supplying natural gas over the coming decades will be 
critical as the world transitions to a lower carbon energy system. Global LNG demand is expected to 
double by 2035 compared with today, with much of this growth coming from Asia, where gas 
displaces coal. LNG Canada is well positioned to help Shell meet the growing needs of customers at a 
time when we see an LNG supply shortage in our outlook. With significant integration advantage 
from the upstream through to trading, LNG Canada is expected to deliver Shell an integrated internal 
rate of return of some 13% while the cash flow it generates is expected to be significant, long life 
and resilient.’ 
 
LNG Canada will initially exports 14mn t/y of LNG from two trains, with the potential to expand to 
four trains in the future. It is advantaged by access to abundant, low – cost natural gas from British 
Columbia’s vast resource and the relatively short shipping distance to North Asia, which is about 50% 
shorter than from the US Gulf of Mexico and avoids the Panama Canal. The LNG export facility will 
be constructed on a large, partially develop industrial site with an existing deepwater port, roads, 
rail and power supplies. 
 
The project was planned and designed by working closely with local communities, First Nations and 
governments to ensure sustainable development was considered in every aspect of the project. For 
example, the project has been designed to achieve the lowest carbon intensity of any LNG project in 
operation today, aided by the partial use of hydropower, reports Shell. 
 
LNG Canada is a joint venture comprised of Shell (40%); Petronas, through its wholly – owned entity 
North Montney LNG Limited Partnership (25%); PetroChina Canada(15%); Diamond LNG Canada (a 
subsidiary of Mitsubishi Corporation; 15%); and Korea Gas Corporation (Through its wholly owned 
subsidiary Kogas Canada LNG; 5%). It is operated through LNG Canada Development. 
 
The cost to deliver LNG into Asia is expected to be structurally advantaged compared to a Greenfield 
development on the US Gulf coast. 
 
Each joint venture participant will be responsible for providing its own natural gas supply and will 
individually offtake and market its own LNG. Shell’s Groundbirch asset in north – east British 
Columbia can provide the majority of Shell’s equity share of natural gas or Shell will buy gas from the 
Market, depending on which option provides the most value. 
 
TransCanada Corporation will build, own and operate the Coastal GasLink pipeline that will connect 
upstream gas supply to the LNG Canada plant, while the joint venture of JGC – Fluor Corporation has 
been selected as the project’s engineering, procurement, and construction (EPC) contractor.  
 



The LNG Canada plant will be constructed under a single EPC lump – sum contract at a estimated 
cost of some $1,000/t of LNG. Construction will be a modular LNG train design using proven 
technology and built in Asian yards with recent experience delivering LNG modules on budget and 
on schedule. 
 
The project has a 40 year export licence in place. 
 
1.50 C: achievable, politically improbable, but necessary 
The Intergovernmental Panel on Climate Change (IPCC) has released its long – awaited report on 
limiting the rise in global average temperatures from climate change to 1.50C above pre – industrial 
levels, which details in stark terms the benefits of limiting global warming to 1.50C compared to 20C 
– but also the deep, fundamental and challenging changes across all areas of society needed to do 
so. 
 
In what is a blunt read, the IPCC’s Special Report on Global Warming of 1.50C, released on Monday in 
Incheon, Korea, says that limiting global warming to 1.50C would require rapid, far – reaching and 
unprecedented changes in all aspects of the way we live, but that these could also go hand in hand 
with ensuring a more sustainable and equitable society. 
 
To limit warming to 1.50C means drastically and immediately ramping up action to reduce emissions, 
according to the report. ‘Rapid and far – reaching’ transitions to low and ultimately zero carbon 
emissions would be needed in the energy, land use, industrial, built environment, transport and 
urban sectors. Net emissions of carbon dioxide would need to fall by 45% on 2010 levels by 2030, 
and reach ‘netzero’ by 2050. 
 
The focus on net zero is important as any emissions that are left in the economy by 2050 would have 
to be cancelled out by technologies to take carbon dioxide out of the atmosphere. These could have 
the effect of mitigating an ‘emissions overshoot’ stock of carbon dioxide in the atmosphere 
temporarily exceeds safe levels for 1.50C and is then artificially lowered after 2050. 
 
‘Limiting warming to 1.50C is possible within the laws of chemistry and physics but doing so would 
required unprecedented changes,’ said Jim Skea CBE, FEI, Co – Chair of IPCC Working Group III and 
former President of the energy Institute. Skea told the Guardian that while hitting 1.50C is technically 
possible, doing so rests on the political will of the governments that are receiving the report. 
 
The level of overshoot seen would directly impact the reliance on so – called negative emissions 
technologies to remove carbon dioxide from the atmosphere and return temperatures to below a 
1.50C rise by 2100, such as bioenergy with carbon capture and storage (BBCCS). But, as the report 
points out these techniques are unproven at large scale and could come with sustainability impacts. 
 
Benefits 
But while the transition needed to reach 1.50C will be hard, the report also highlights the huge 
benefits of staying below the threshold. 
 
‘Limiting global warming to 1.50C compared with 20C would reduce challenging impacts on 
ecosystems, human health and well – being, making it easier to achieve the United Nations 
Sustainable Development Goals,’ said Priyardarshi Shukla, Co – Chair of IPCC Working Group III. 
 
The report highlights the climate change impacts that could be avoided by limiting global warming to 
1.50C compared to 20C. 
 



• By 2100 global sea level rise would be around 10cm lower; 

• The likelihood of a sea ice – free Arctic Ocean in summer would be once per century 
compared with at least once per decade; and  

• Coral reefs would decline by 70 – 90% with global warming of 1.50C, whereas all but 1% 
would be lost under 20C. 

 
‘Every extra bit of warming matters, especially since warming of 1.50C or higher increase the risk 
associated with long – lasting or irreversible changes, such as the loss of some ecosystems,’ said 
Hans – Otto Portner Co – Chair of IPCC Working Group II. 
 
Context 
The IPCC’s special report was invited by the United Nations Framework Convention on Climate 
Change (UNFCCC) after governments worldwide reached the Paris Agreement in 2015 to aim to keep 
global temperature rises to well below 20C above pre – industrial levels, and pursue efforts to limit 
the temperature increase to 1.50C. 
 
The report explores pathways and technologies to keep warming down to 1.50C. All the pathways 
explored use some form of carbon dioxide removal technologies to take between 100 and 1000 
gigatonnes of carbon dioxide out of the atmosphere before the end of the century. 
 
But the report comes as global temperatures have already passed an average 10C rise on pre – 
industrial levels; the International Energy Agency is warming that emissions from energy use are 
once more on the rise; and the US has announced it is planning to leave the Paris Agreement. 
 
The gulf between the IPCC 1.50C report’s messages and with countries have currently signed up to in 
the Paris Agreement is large, with the current emissions pledges from Paris projected to result in 
around 30C of warming. Business – as – usual would result in far more catastrophic levels of 
warming. 
 
The report is published ahead of world governments meeting in Katowice, Poland, in December for 
the next major round of international climate change talks – COP 24 – which will see countries 
discuss and attempt to finalise the rulebook for implementing emissions reductions under the Paris 
agreement. Reports from prior UNFCCC meetings this year indicate that progress towards this is 
behind schedule. 
 
Biggest renewable growth to 2023 will come from bioenergy – IEA 
You may think that recent future growth in renewable is all about solar and wind but, according to 
the IEA latest report, bioenergy provided half of all renewable energy use in 2017 and will be the 
biggest growth area for renewable between 2018 and 2023. 
 
What the IEA terms ‘modern bioenergy’ has a critical role in a robust renewable portfolio, according 
to the organisation’s Renewable 2018 report. The report continue on their pathway of rapid 
expansion, and will grow significantly over the next five years, accounting for 40% of global energy 
consumption growth. 
 
It forecasts that the electricity sector will continue to see the most rapid growth in renewable 
technologies, and that renewable will account for 30% of total world electricity generation in 2023. 
 
But, growth in renewable will be much less pronounced in the transport and heat sectors, according 
to the report – and this is where bioenergy has the advantage. Solar and wind power are largely 
confined to the electricity sector. 



 
‘Modern bioenergy is the overlooked giant of the renewable energy field,’ said Dr. Fatih Birol, the 
IEA’s Executive Direct. ‘Its share in the world’s total renewable consumption is about 50% today, in 
other words as much as hydro, wind, solar as much as hydro, wind, solar and all other renewable 
combined. We expect modern bioenergy will continue to lead the field, and has huge prospects for 
further growth. But the right policies and rigorous sustainability regulations will be essential to meet 
its full potential.’ 
 
On a regional level, China is forecast to surpass the European Union by 2023 to become the world’s 
largest consumer of renewable energy, led by support policies to promote renewable technologies 
to decarbonise its power sector and reduce air pollution. 
 
By 2023 Brazil will have the largest share of renewable in its energy mix by far, says the IEA, with 
45% of its final energy consumption coming from renewable – largely bioenergy and hydropower. 
 
Solar PV continues to dominate in terms of renewable electricity capacity expansion by technology 
type. In 2017, 178 GW of new renewable were added, 97GW of which was solar PV and half of which 
was in China. The IEA says that solar PV will expand by 600GW by 2023 to reach 1 TW of installed 
capacity – a growth more than all other renewable combined and around twice the amount of 
Japan’s power capacity. 
 
Meanwhile, wind power growth has slowed in recent years. Onshore wind additions declined for the 
second year in row in 2017, but the IEA says that wind capacity will expand by 60% by 2023. 
Offshore wind capacity is expected to triple over the same timeframe, with growth ramping up 
outside of Europe – in Asia and North America. In total, the world is expected to add over 1 TW of 
additional renewable capacity by 2023. 
 
The IEA categorises bioenergy as one of the ‘blind spots’ of the energy system which is often 
overlooked, and emphasises the importance of using sustainable bioenergy sources including wastes 
and residues. 
 
However, bioenergy continues to be a contentious issue for some, with groups including the US’ 
Natural Resource Defence Council criticising the EU and the US government for pushing ahead with 
burning wood pellets for power. 
 
The report was launched as Birol indicated that the IEA’s preliminary data showed that carbon 
emissions from the energy sector increased in 2018 for the second year running, after two years of 
hiatus. 
 
ConocoPhillips is to sell to the government of Timor – Leste its 30% interest in the Greater Sunrise 
field for $350mn. It is understood that the government is planning to develop Sunrise through an 
onshore LNG development that would require construction of a new liquefaction plant and 
associated infrastructure, an FPSO to process and handle the condensate, and construction of a 
pipeline connecting the FPSO to shore. 
 
Sonatrach 51% and Total 49% are to develop the reserves of Erg Issouane, Algeria, which are 
estimated at more than 100mn boe. The development, which represents an investment of around 
$400mn, will be tied back to the existing TFT gas treatment unit by 22-km long gas pipeline. First gas 
is expected late – 2021. The partners have also signed a gas marketing agreement. 
 



BP, Eni and Libya’s National Oil Corporation  have signed a letter of intent launching the process for 
Eni to acquire a 42.5% stake in BP’s exploration  and production sharing agreement (EPSA) in Libya, 
with the aim of boosting in – country exploration and development activities and promoting Libya’s 
investment environment. 
 
Petrochemicals are set to account for more than a third of the growth in world oil demand to 2030 
and nearly half the growth to 2050, adding nearly 7mn b/d of oil by then, according to the IEA. They 
are also poised to consume an additional 56bn cm of natural gas by 2030, and 83bn cm by 2050. 
 
Qatar Petroleum has unveiled plan to increase the capacity of its LNG expansion project by adding a 
fourth liquefaction train. Once completed, the new train will boost the Middle East country’s total 
LNG production capacity by 43% up from 77 mn t/y to 110mn t/y. 
 
China implemented a 10% tariff on US LNG on 24 September 2018, as part of a ‘tit – for – tat’ trade 
war between the two nations. It is proposed the tariff will increase to 25% from the start of 2019 
unless the two countries agree a deal. So far, the US has imposed three rounds of tariffs on Chinese 
products this year, totalling $250bn worth of goods. 
 
 
 
 


