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Eni has made a major discovery in the eastern Mediterranean that it claims has the potential to 
produce up to 30tn cf of gas (5.5bn boe). The largest discovery in the region to date, the Zohr field 
will complement Eni’s already large position in Egypt, which contributed about 13% of its global 
production in 2014 and recently included a $5bn exploration commitment in the country. 
 
It is reported that the Zohr development could be fast – tracked to come onstream in a few years 
using existing infrastructure, adding reserves and cash flow in a relatively short timeframe 
compared with typical large deepwater developments. Eni’s stepped up investment in Egypt could 
also ‘position the company favourably in future negotiations with the government for higher priced 
gas sales contracts’, and ‘possibly help accelerate the payment of past due gas sales receivables 
from state – owned companies, which totaled €966mn as of 30 June 2015’, according to Moody’s 
Investors Service. 
 
Eni reports that after full development, the field ‘will be able to satisfy Egypt’s natural gas demand 
for decades’. After peaking in 2009, Egypt’s domestic natural gas production has declined, even as 
consumption rose until 2012. This has resulted in supply shortages that have led to power cuts and 
an increased reliance on imported gas. 
 
‘As part of its energy reform programme to stimulate domestic production and sector investment, 
the Egyptian government has raised the prices it pays to international oil companies and aims to 
clear arrears on payments to those companies by the end of 2016,’ says Moody’s Thomas Coleman, 
Senior Vice President. ‘According to news reports, as part of an agreement struck in March, Eni will 
receive prices ranging from $4 to $5.88/mn Btu, up from $2.65/mn Btu. In addition, during the 
Egypt Economic Development Conference held in March, major energy companies including Eni 
agreed on oil – and gas – related investments totaling more than $20bn over the next four to five 
years. These agreements, along with an improved outlook for power generation, will underpin 
Egypt’s access to energy and recovery in real GDP growth and will ultimately bolster government 
revenues.’ 
 
‘At the same time, for Eni the longer – term benefits will be tempered by the inherent execution and 
development risk of a large offshore project that could be subject to delays related to low 
commodity prices, financing and political risk. One government source estimated the 
development’s price tag at $7bn. As the 100% owner in the discovery, Eni would need to rank and 
phase that development within its current €48bn strategic plan for 2015 – 2018. That plan faces 
the risk of lower prices as the company undertakes asset sales and other moves to support its 
capital spending without increasing financial leverage. A related and unresolved question is 
whether Eni would ‘sell down a portion of the Zohr interest to diversify its political and geographic 
risk and mitigate leverage effects’, notes Coleman. 
 
‘Although foreign investment in Egypt has been running at lower levels in recent years as a result of 
the disruptive influence of the Arab Spring causing much political risk and instability, the legal 
framework surrounding the production of oil and gas is well developed. The Egyptian Ministry of 
Petroleum is responsible at a government level for the regulation and development of the oil and 
gas fields, acting through the Egyptian General Petroleum Corporation and the Egyptian Natural Gas 
Holding Company.’ 
 
‘The state owns all oil and gas resources and so only the state is allowed to grant the rights for 
exploration and exploitation of these resources for interest investors – through a concession 



agreement which is legally binding. The concession is divided into the exploration phase and the 
exploitation phase – so now that the discovery of the Zohr gas field has been made, the area will be 
converted into a development lease running for 20 years from the date of discovery. To enable both 
the state and the contractor to benefit from the discovery, a joint venture company is formed 
between the contractor and the EGAS or EGPC to undertake the exploitation activities.’ 
 
North Sea oil and gas operators’ efforts to restore international competitiveness are starting to take 
effect, according to the latest Economic Report from Oil & Gas UK. The annual report finds that the 
sector has been particularly challenged by the drop in commodity prices due to production decline 
and sharply rising cost base, but that concerted action by the industry to improve efficiency across 
the sector is leading to an estimated 22% - over £2bn – reduction in the cost of operating existing 
assets by the end of 2016. Supported by the first annual production increase for 15 years, the unit 
cost of operating UK oil and gas assets will also improve. 
 
Detailing the improvements, Mike Tholen, Oil & Gas UK’s Economic Director, says: ‘Strong 
investment in asset integrity over the last four years, coupled with measures being taken to 
improve the efficiency of assets offshore, have resulted in better output from many existing fields 
and we expect the rate of decline in production from those fields to slow significantly over the next 
two years. Taken together with the start – up of the sizeable Golden Eagle field, the government’s 
provisional data show that production  in the first half of 2015 was 3% higher than the same period 
in 2014, an indication that over this year we are likely to see annual production increase.’ 
 
The industry has been focused on bringing costs down and improving efficiency for the past year 
and a half and Oil & Gas UK recently launched and Efficiency Task Force to step up the pace of 
change. 
 
AMEC Foster Wheeler is developing new collaboration models for decommissioning of late – life 
assets in the UKCS and further afield, reports Brian Davis. With the cost of decommissioning late – 
life assets expected to exceed £50mn in the UKCS over the next 35 years, AMEC FW sees itself 
playing a strategic role in decommissioning projects. The company’s is currently involved in an 
array of complex decommissioning, including Brent C in partnership with All seas, scheduled to use 
the new Pioneering Spirit; and Leman BTBH, a small satellite platform in the southern North Sea; as 
well as scoping numerous decommissioning projects globally. 
 
The secure and permanent storage of carbon dioxide within a single geological storage formation 
can be optimized by injecting carbon dioxide at more than one point simultaneously, according to 
results from an innovative study of rocks beneath the UK North Sea. The findings could help to 
unlock an immense carbon storage resource underlying all sectors of the North Sea for the storage 
of Europe’s carbon emissions, and will inform the work of those managing and operating this 
natural asset. 
 
The process of storing carbon dioxide captured from power plants and industrial facilities in deep 
geological formations is known as carbon capture and storage (CCS) and is a key technologies 
solution for meeting climate change targets over the coming decades. 
 
The research by scientists and prospective site operators has used a UK North Sea case study – the 
Captain Sandstone – to predict the performance of a potential carbon dioxide storage formation 
when the greenhouse gas is injected at two points at the same time over three decades. 
 



The study’s conclusions will help to increase confidence among regulators and investors in the 
secure containment of carbon dioxide within ‘multiple user’ storage formations. 
 
The Mexican government has announced that it will reduce its investment in state – owned 
company Petroleos Mexicanos (Pemex) by 20% in 2016. This will be the first time in 77 years that 
the producer will make room for foreign firms to bid for the right to drill in Mexican territory. The 
reduction in investment will force Pemex to accelerate the process of forming partnerships, 
analysts have said. Changes to the bidding process are thought to have encouraged more interest 
from companies in the country’s second auction, which was due to take place as Petroleum Review 
went to press at the end of September. However, it is thought that the major players are likely to 
stay on the sidelines until the deepwater block auction next year. 
 
OPEC production down as Saudi trims output 
Oil production from OPEC totaled 31.26mn b/d in August, down 140,000 b/d from the July level of 
31.4mn b/d as several member countries, including Saudi Arabia, trimmed output, according to the 
latest (8 September) Platts survey of OPEC and oil industry officials and analysts. 
 
‘This is the first time OPEC output has fallen since February, but it shouldn’t be over – interpreted,’ 
said Margaret McQuaile, Senior Correspondent for Platts. ‘The August total still puts OPEC 
exceeding its official ceiling by 1.26mn b/d and Saudi oil it still flowing at record levels.’ 
 
Despite having rolled over the ceiling – in place since the beginning of 2012 – in June for a further 
six months, OPEC has no mechanism for enforcing it as there are no individual country quotas. 
Furthermore, with Iran preparing to increase supply once international sanctions are removed, the 
battle for market share that initially appeared to be focused on non – OPEC producers is now also 
raging within OPEC itself. 
 
Saudi Arabia, having pumped at record levels above 10mn b/d since March, scaled back supply by 
50,000 b/d to 10.4mn b/d in August. The kingpin producer, which drove OPEC’s November 2014 
decision not to reduce output despite sliding oil prices, has given no indication that it is ready to 
abandon its market share strategy. 
 
Smaller decreases came from Iraq, Libya, Angola and Qatar. 
 
Libyan production remains at less than one quarter of its 1.6mn b/d capacity, with output slipping 
to just 360,000 b/d in August from 390,000 in July because of ongoing technical problems at fields 
in eastern Libya and continued blockades of other key oil infrastructure across the country. 
 
In Iraq, exports in August were slightly down on both July and June because of a slight fall in 
southern exports and the ongoing restriction on supplies via Turkey because of Kurdistan’s move to 
restart its own independent exports at the expense of the federal barrels it had been exporting on 
Baghdad’s behalf. 
 
Concerns about the Chinese economy have helped drive crude prices downward in recent weeks. 
North Sea Brent hit a six – year low of $42.23/b in early September, but shortly thereafter clawed 
its way back to around $50/b. 
 
New LNG bunker barge concepts 
Crowley Maritime subsidiary Jensen Maritime has developed two new, LNG bunker barge concepts. 
The first involves outfitting an existing barge with an above – deck LNG tank. The concept can be 



further modified to accommodate more than one type of product if a customer has a need for 
multiple liquid transfers. Advantages of this design include a fast turnaround and a reduced need to 
invest in specialized assets if a customer has short – term LNG needs. 
 
The second concept is for a purpose – built, new bunker barge. Claimed to offer greater carrying 
capacity and improved visibility, the design features a larger LNG tank that in nestled inside the 
barge.  
 
Bunker barges offer an innovative solution for the maritime industry, which is currently struggling 
with the decision over which to develop first – LNG infrastructure or vessels. 
 
 


