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First oil from Cardamom 
Cardamom has produced first oil, the second major deepwater facility Shell has brought onstream in the 
US Gulf of Mexico this year, following the start – up of Mars B in February. Oil from the subsea project is 
piped through Shell’s Auger platform, the company’s first deepwater tension leg platform (TLP). When 
at full production of 50,000 boe/d, Auger’s total production capacity will increase to 130,000 boe/d. 
Cardamom is Auger’s seventh subsea development, since the TLP was first commissioned in 1994. 
Discovered in 2010, the Cardamom field is located in Garden Banks block 427. 
 
Other deepwater Gulf of Mexico growth for Shell includes the Mars B (Shell 71.5%) development, which 
continues to ramp up production; the ultra – deepwater Stones (Shell 100%, 50,000 boe/d) project, 
which is under construction; front – end engineering and design is progressing for the Appomattox (Shell 
80%) project; and, in a recent exploration success, Shell announced a major discovery at its Rydberg 
(Shell 57.2%) well in the Norphlet play. Shell also discovered oil at its Kaikias (Shell 100%) well in the 
Mars Basin, which will require further appraisal in 2015. The company also started oil production from 
its Bonga North West (Shell 55%, 40,000 boe/d) deepwater development off the coast of Nigeria in 
August. It recently announced a natural gas discovery at its Marjoram – 1 (Shell 85%) deepwater well in 
Malaysia, where the Gumusut – Kakap (Shell 33%) deepwater platform is also on track for production 
this year. 
 
Mozambique E&P 
On 14 August, the Parliament of the Republic of Mozambique approved a revised version of the 
Petroleum Law that revoked the existing Law nr. 3/2001 of 21 February, write Julian Nichol, Managing 
Partner and Ana Becker – Weinberg, Senior Associate, Bracewell & Giuliani (UK). In the context of the 
significant discoveries and rapid growth of the country’s oil and gas industry, the emphasis of the new 
Petroleum Law has been to ensure that Mozambique and its population benefit from the exploration 
and production of these discoveries. However, the newly approved law was a significantly different 
version than that which had been heavily discussed between industry players and regulating authorities 
and subsequently submitted to Parliament. Where the Ministry of Natural Resources in the initial draft 
law had hesitated to impose concrete measures and / or restrictions in relation to local content and 
domestic consumption requirements, Parliament showed a heavier hand. There is now a requirement 
for foreign operators to ‘associate’ with local companies in the acquisition of goods and services, as well 
as a requirement for 25% of all oil and gas produced to be delivered to the market in Mozambique. 
 
As a result of the government’s guarantee to the Mozambican population of equitable compensation in 
relation to its rights to use the land and sea that may be affected by petroleum operations, 
concessionaires can expect a higher cost arising from land expropriation (eg for pipeline corridors) and 
population re – settlement. What’s more, oil and gas companies will be required to enter into a 
tripartite ‘memorandum of understanding’ with the government and the local communities as a 
condition   precedent to obtaining an oil and gas concession. The detail of such a document is yet to be 
worked out. 
 
Under the new law, the government has the power to directly or indirectly carry out any activities 
related to the scope of any phase of petroleum operations, from E&P to marketing and refining of 
hydrocarbons. In implementing this increased state participation, the new law makes the national oil 
company Empresa Nacional de Hidrocarbonetos (ENH) the government representative in ‘oil and gas 
transactions’. Whereas this isn’t necessarily innovative within the context of management of upstream 



operations, the ability of ENH to participate in the ‘commercialization of oil and gas and derived 
products, including LNG and GTL in Mozambique and abroad’ could potentially impact the dynamic of 
negotiation of petroleum sales in the foreign market by operators. 
 
The question still remains, however, whether this new legal framework will impact the government’s 
regulation of a special regime for the proposed LNG projects in Area 1 and 4 of the Rovuma Basin, 
whose enabling law was approved is the same parliamentary session. This is an exciting energy market 
in a state of regulatory flux. It will be interesting to see whether the new regulatory developments bring 
with them much needed clarity or whether, as some are suggesting, they add more opacity as the oil 
and gas industry begins to get to grips with their translation into day – to – day activities. 
 
Chinese refining sector takes a rain check 
 
Slow oil demand growth in China impacts refinery additions 
Chinese firms will add only small amounts of crude refining capacity in 2015, amid slowing oil demand 
growth in the country, according to Argus Global Markets. Refiners had been expected in the 2011-2015 
five year plan to add 1.1mn b/d of capacity next year, although this was subsequently revised down to 
810,000 b/d. But the only confirmed addition in 2015 is a 100,000 b/d expansion at Sinopec’s Jiujiang 
refinery in Jiangxi Province. Other planned additions are likely to be pushed back. Additions this year are 
on track to be around 700,000 b/d. 
 
Annual refining expansions have been erratic since 2010, with scant additions in 2011 or 2013, and 
substantial start – ups in 2012 and 2014. However, the thin years are getting thinner. Next year’s 
additions will be the smallest since 2007, when many refiners shelved their plans against a backdrop of 
deeply negative margins. 
 
The problem now is slowing oil demand growth. Apparent demand – crude production plus net oil 
imports – was up 220,000 b/d in January – July from a year earlier, or 2.2%. But expressed as refinery 
output plus net products imports, apparent demand was around 20,000 b/d lower. Diesel has been 
worst hit, with apparent demand down by 40,000 b/d from a year earlier. 
 
Refiners expect further demand pressure and are shelving expansion plans in favour of upgrades to 
existing capacity that will allow them to cut the sulphur content in gasoline and diesel. PetroChina has 
postponed doubling capacity of its 100,000 b/d Huabei refinery in northern Hebei until 2016 or later, 
while CNOOC has indefinitely postponed a 180,000 b/d expansion to its Yingkou refinery and has 
scrapped plans to expand a number of ‘teakettle’ (independent) refineries. It plans to expand its 
240,000 b/d Huizhou plant in Guangdong Province to 440,000 b/d in 2016 but, other than that, sees no 
major changes to its portfolio. 
 
Sinopec’s biggest project in the next few years will be its 300,000 b/d Zhanjiang refinery in Guangdong. 
The firm could also relocate its 260,000 b/d Gaoqiao plant from suburban Shanghai to a less populated 
area in 2019, and rebuild it as a 400,000 b/d plant. The company is resisting pressure to relocate a 
number of its refineries that have been swallowed up by China’s growing cities. 
 
PetroChina is planning a major 400,000 b/d refinery with Venezuela’s PdVSA a Jieyang and a 260,000 
b/d project at Tianjin with Russia’s Rosneft, but these are not expected to start up until 2017 and 2020, 
respectively. 
 



 State – owned refiners are also wary of a burgeoning independent sector. Teakettle capacity in 
Shandong Province will rise by 470,000 b/d next year and by 640,000 b/d in 2016 – 2020, a government 
think – tank says. Argus estimates that Shandong’s teakettle sector expanded by 315,000 b/d to 2.58mb 
b/d in the 12 months to June. Chinese capacity including teakettles is now 14.2mn b/d, the market 
analyst estimates. 
 
 
Gate loads LNG simultaneously 
For the first time in its history, the Gate terminal in Rotterdam simultaneously reloaded two LNG 
carriers – Wilgas and the Coral Methane – on 4 September 2014. Reloading of LNG at Gate, a joint 
venture of Gasunie and Vopak, started in 2013. Since the modifications of the existing jetties to 
accommodate smaller ships, the terminal has carried out 16 operations for these types of vessels. The 
investment decision for the construction of a new break bulk terminal was taken on 1 July 2014, which 
comprises a dedicated berth for small scale tankers and barges to enable future growth. 


