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US natural gas production levels in the lower 48 states increased nearly 1% in July 2016, and 
averaged 73.3bn cf/d, ending a five – month production decline, according to analysis from HIS 
Markit. He production increase represents a 0.6bn cf/d (0.8%) increase from production levels seen 
in June 2016. 
 
Iraq’s oil ministry in negotiating with ExxonMobil and Petrochina to develop two oil fields in the 
south of the country as it seeks to maintain overall production at about 4.8mn b/d, according to 
Deputy Oil Minister Fayya Al – Nima. The companies have submitted offers to develop the Artawi 
and Nahran Omar fields, which the Ministry hopes will produce 550,000 b/d combined. The fields 
are currently pumping about 70,000 b/d. 
 
Petrobras made its biggest oil field sale ever to Statoil in a major step to meeting a $15.1bn 
divestment target as it works to cut leverage and reduce expenditures. Statoil will pay $2.5bn for 
Petrobras’ 66% operating interest in the BM – S – 8 offshore licence in the Santos Basin, which holds 
the giant Carcara discovery. 
 
Rockhopper exploration has completed its $11.9mn acquisition of Beach Petroleum (Egypt), which 
holds a 22% interest in the Abu Sennam concession and a 25% interest in the EI Qa’a Plain 
concession. 
 
Romania has brought into force its new ‘Law on the safety of offshore oil operations’ which sets the 
minimum requirements necessary to prevent major offshore related accidents and limit their 
consequences. A new regulatory authority – the Competent Regulatory Authority for the Black Sea 
Oil Offshore Operations – has also been established. 
 
OPEC member Algeria it to launch a new economic growth model for the next four years, focused on 
reforming the tax system to bring in more revenue and reduce dependence on energy exports. Oil 
and gas currently accounts for 95% of export revenues and 60% of the state budget. But a sharp 
drop in crude oil prices has pushed the government to cut spending in 2016 by 9% with further cuts 
planned over the next few years. Algeria has already suspended several infrastructure projects to 
ease financial pressure since oil prices started falling in mid – 2014, reports Reuters. 
 
Since the removal of restrictions on exporting US crude oil in December 2015, the number of 
countries receiving exported US crude has risen sharply. These exports have occurred despite a 
sustained narrow price premium of international crude oil prices over US domestic crude oil prices, 
they many costs associated with arranging cargoes for export, and falling US crude production. 
According to the latest figures from the US Energy Information Administration (EIA), in the first five 
months of 2016, US crude oil exports averaged 501,000 b/d, 43,000 b/d (9%) more than the full year 
2015 average. 
 
TEN delivers first oil on time and on budget 
First oil has flowed from the Tweneboa, Enyenra, Ntomme (TEN) fields offshore Ghana, to the 
floating production, storage and offloading (FPSO) vessel Prof. John Evans Atta Mills. First oil was 
reached on time and on budget three years after the plan of development was approved by the 
government of Ghana in May 2013. 
 
The TEN start – up process in now well advanced and field operator Tullow expects oil production to 
ramp – up gradually towards the FPSO capacity of 80,000 b/d through the remainder of 2016. The 



company estimates that the project’s average annualised production in 2016 will be approximately 
23,000 b/d gross (net: 11,000 b/d). 
 
Tullow is the operator of the TEN fields, holding a 47.175% stake. Joint venture partners are 
Anadarko Petroleum (17%), Kosmos Energy (17%), Ghana National Petroleum Corporation (15%) and 
Petro SA (3.875%). 
 
The TEN project in Tullow’s second operated development in Ghana.’ 
 
Surge in eastbound fuel oil exports 
A surge in arbitrage shipments from Europe has lifted the region’s fuel oil refining margins to the 
strongest levels seen in the past four years, according to Argus Global Markets. 
 
Bunker grade fuel oil’s discount to Russian medium sour Urals crude narrowed to under $6.30/b on 
1 August, its narrowest since June 2012. The strengthening comes after spot long – haul exports of 
fuel oil from Europe rose by more than 43% from June to over 480,000 b/d in July. Shipments to 
Singapore of 360,000 b/d in July were up from under 140,000 b/d a month earlier. 
 
Exports were supported by low freight costs for very large crude carriers (VLCCs) on the Rotterdam – 
Singapore route. Five Singapore bound VLCCs loaded around 280,000 b/d of fuel oil in Rotterdam in 
July, compared with only two in June. A fall in onshore stocks of residual fuels in Singapore to a 10 
week low of 25.6mn barrels in late June, also aided arbitrage shipments. 
 
Stocks fell as refinery maintenance and upgrades in Russia curtailed exports. And flows from the 
Mideast Gulf to Singapore have also been limited by increased fuel oil demand for domestic power 
generation in Saudi Arabia and Kuwait. Fuel oil margins in Singapore have now come under pressure 
from the prospect of an influx of supply. The region also received nearly 680,000 barrels of fuel oil 
from Iran in the week to 4 August. Singapore high – sulphur fuel oil’s discount to Dubai crude 
widened to nearly $7/b, its widest in just over a month.  
 
Singapore stocks are down from 26.4mn barrels reached at the end of July, as firms unloaded fuel oil 
from floating storage when time – chartered tankers neared the end of their leases. However, 
exports to Asia – Pacific had drawn down fuel oil stocks in independent storage in the Rotterdam 
area to just over 5mn barrels in the week to 28 July – the lowest since July 2015. 
 
 
VM to pay initial $15bn in US settlements 
The German car manufacturer Volkswagen (VW) is to spend $14.7bn in two US settlements to settle 
allegations of cheating emissions tests and deceiving customers on its tow – litre diesel vehicles, 
reports Energy World. 
 
One settlement is with the US and the State of California, and another is with the US Federal Trade 
Commission (FTC). They will see VW offer to buy back and cancel leases on around 500,000 two - 
litre diesel vehicles, seeing the company set aside up to $10bn to compensate consumers. It has also 
agreed to spend $4.7bn to help mitigate the pollution from the cars and invest in low carbon vehicle 
technology. 
 
The settlements go some way to resolving the allegations of the US Environmental Protection 
Agency (EPA) as well as the California Air Resources Board under the Clean Air Act and Californian 
legislation relating to the uncovered use of ‘defeat devices’ in the vehicles to cheat emissions tests – 



resulting in higher than expected real world emissions. They also resolve claims from the FTC on 
deceptive and unfair advertising.  
 
However, as the EPA points out, the settlements do not resolve pending claims for civil penalties or 
those relating to the company’s three – litre vehicles. They also do not address any potential 
criminal liability.  
 
The affected vehicles include 2009 to 2015 Volkswagen TDI diesel models of Jettas, Passats, Golfs 
and Beetles as well as the TDI Audi A3.  
 
‘By duping the regulators, Volkswagen turned nearly half a million American drivers into unwitting 
accomplices in an unprecedented assault on our atmosphere,’ said US Deputy Attorney General Sally 
Q Yates in relation to the news. ‘This partial settlement marks a significant first step towards holding 
Volkswagen accountable for what was a breach of its legal duties and a breach of the public’s trust.’ 
 
Some analysts have said that the carmaker could pay up to $30bn to various US agencies. 
Volkswagen has said that a similar compensation scheme in Europe would be inappropriate and 
unaffordable. Instead the company is refitting its European cars. 
 
 
MFG announces second acquisition in a week 
Just four days after announcing the signing of an agreement to purchase the Bolton – based 
forecourt operator Synergie Holdings, Motor Fuel Group (MFG) announced another acquisition 
agreement to purchase fellow independent operator, Roadside Group. 
 
Roadside Group operates 10 stations throughout the north – east of England, with its flagship 
forecourt being located at Newcastle Airport. 
 
Commenting on yet another purchase agreement, Jeremy Clarke, Chief Operating Officer at MFG, 
said: ‘This is an important strategic acquisition for us. Until now, we have only had a couple of 
stations in the north – east. The addition of this high quality network will give us some real 
momentum in this region of the UK. This acquisition will bring our total number of stations to 405 
and by breaking the 400 barrier, we are getting closer to Our stated objective of becoming the UK’s 
most dynamic and profitable independent forecourt operator.’ 
 
EU low emissions plan challenged 
Leading automakers have criticised new EU proposals designed to encourage a shift to low – or no – 
emission options for transport, complaining they focus too tightly on road vehicles, reports Keith 
Nuthall. 
 
Unveiled in formal policy paper on 20 July 2016, the ‘European strategy for low – emission  mobility’ 
aims to meet the EU’s 2014 commitment to slash greenhouse gas emission 40% by 2030 compared 
to 1990 levels, with a focus on transport. The Commission said it intended to revise the EU directive 
on lorry charging to enable EU member states to vary charges to reflect CO2 emissions from heavy 
good vehicles and aims to levy similar charges on buses, coaches, passenger cars and vans. The 
additional charges will potentially be levied on passenger transport that is ‘complementary to the 
existing taxation of motor fuels’. 
 
The paper also suggested that fuel suppliers should devote a share of their output to renewable 
alternative energy (ie advanced biofuels and synthetic fuels), ‘for example, through a blending 
mandate or an obligation to reduce the greenhouse gas impact of the energy supplied’. The 



commission also committed to promote the development of ‘co – operative intelligent transport 
systems’ employing digital navigation and driving technologies to optimise fuel consumption by road 
vehicles.  
 
However, significantly less radical reforms are proposed to tackle emissions from other transport 
sectors, eg aviation, where the paper committed the EU to reviewing its Emission Trading System 
(ETS) for aviation. This would follow a hoped – for global accord on civil aviation emissions that could 
emerge from the International Civil Aviation Organisation (ICAO) by October. 
 
The European Automobile Manufacturers’ Association (ACEA) called for a more level playing field in 
a statement in response to the proposals: ‘As this strategy puts all the emphasis on road transport, 
ACEA calls for a more balanced approach, addressing all modes of transport – including air, maritime 
and rail.’ 
 
India looks to become new arbitration hub 
India recently surpassed Japan to become the third largest oil consumer after the US and China. This, 
combined with India’s rapidly growing economy, makes it an interesting market for oil and gas 
companies, who are consequently seeking opportunities to invest, writes Mark Stefanini, Partner in 
the Energy and Dispute Resolution practice at Mayer Brown International LLP.  
 
Legal and regulatory certainty and a mechanism to resolve disputes in an efficient and impartial 
matter are key considerations when considering such investments. Energy companies often choose 
arbitration as their preferred dispute resolution mechanism due to its discreet, confidential natural, 
the relative ease of enforcement of awards under the New York Convention and because of the 
ability to select independent arbitrators. 
 
In view of this, the Indian government has taken steps in recent years to provide greater certainty 
for international investors, including by amending the country’s arbitration laws in 2015 in an effort 
to limit the extent to which national courts will interfere with arbitral proceedings. The opening of 
the Mumbai Centre for International Arbitration (MCIA), expected as this issue of Petroleum Review 
went to process of promoting the Indian legal system as a viable alternative for businesses pursuing 
arbitration connected with India. 
 
It remains to be seen whether the MCIA’s opening will signal an important step in bringing dispute 
resolution closer to home in instances where international oil and gas companies with investments 
in India might previously have chosen other venues to resolve their disputes. 
 
Well established arbitration centre in cities such as London, Singapore (which currently handles a 
large number of disputes relating to India) or Hong Kong are likely to remain a safer bet for big 
disputes in the short to medium term. However, the MCIA is set to offer highly competitive pricing 
structures charged in local currency with arbitration rules drafted to international standards and 
best practice. 
 
Therefore, if the MCIA can demonstrate a track record of producing high quality decisions without 
interference from the India courts, and better still, if MCIA decisions are routinely enforced through 
the Indian courts, it may gather momentum quickly. 
 
It is unclear how great an impact the MCIA will have in the arbitration market in the long term. That 
being said, competition for important cases between global arbitral organisations will only serve to 
improve the quality of service provided by all institutions, improving the capacity for companies in 
the energy sector to settle disputes quickly, without compromising ongoing projects. 



 
 
 


