OPEC gearing up for deeper
olil cuts, Russia yet to agree

* Iraq says key members support deeper cuts
* Riyadh needs higher prices to support Aramco IPO

* 0il glut looming without cuts as U.S., Brazil, Norway pump
more

By Bozorgmehr Sharafedin, Alex Lawler and Olesya Astakhova

VIENNA, Dec 4 (Reuters) — OPEC is gearing up to deepen
production cuts later this week but still needs to agree with
allies such as Russia over details of a deal to support oil
prices and head off a looming o0il glut next year.

The Organization of the Petroleum Exporting Countries (OPEC)
meets on Thursday in Vienna followed by a meeting with Russia


https://euromenaenergy.com/opec-gearing-up-for-deeper-oil-cuts-russia-yet-to-agree/
https://euromenaenergy.com/opec-gearing-up-for-deeper-oil-cuts-russia-yet-to-agree/

and others, a grouping known as OPEC+, on Friday.

OPEC+ has been curbing output since 2017 to counter oversupply
as a result of booming output in the United States, which has
become the world’s biggest producer and is not taking part in
cuts.

Next year, rising production in non-0OPEC countries such as
Brazil and Norway threaten to add to the glut.

OPEC’s actions have repeatedly angered U.S. President Donald
Trump, who demanded OPEC’s de facto leader Saudi Arabia bring
0il prices down if it wants Washington’s to provide Riyadh
with military support against arch-rival Iran.

In the past few months Trump has remained silent on OPEC but
he faces re-election in November next year when the issue of
gasoline prices is likely to become a hot political topic
again.

Washington’s ongoing trade dispute with China has also clouded
the economic and therefore oil demand outlook for 2020.

OPEC’'s second largest oil producer Iraq said on Tuesday key
members supported deepening cuts for OPEC+ from the current
level of 1.2 million barrels per day, or 1.2% of global
demand.

“My understanding is that they (Saudis) do (prefer it),” Iraqi
0il Minister Thamer Ghadhban told reporters in Vienna.

DEEPER CUTS AND COMPLIANCE

Saudi Arabia needs higher oil prices to support its budget
revenue and the pending share sale of state-owned oil giant
Saudi Aramco with pricing expected on Thursday.

OPEC’s actions have supported oil prices at around $50-$75 per
barrel over the past year and on Wednesday they traded at $61
per barrel.



Iraq’s Ghadhban said new cuts could be expanded to 1.6 million
bpd while OPEC sources have also said Riyadh was pressing
fellow members Iraq and Nigeria to improve their compliance
with quotas, which could provide an additional reduction of up
to 400,000 bpd.

Non-OPEC Russia has yet to agree to extend or deepen cuts from
its current pledge of 228,000 bpd as its companies are arguing
they are finding it tough to reduce output during winter
months due to very low temperatures.

Russian Energy Minister Alexander Novak said on Tuesday that
Moscow had yet to finalise its position: “Let’s wait ..But I
think the meeting, as usual, will be of a constructive
nature.”

A source familiar with the Russian thinking told Reuters that
Moscow would “most likely” reach a consensus with OPEC this
week and just needed to iron out a few outstanding issues.

One sticking point for Russia this time is how its output 1is
measured — it includes gas condensate in its figures, while
other producers do not.

Full text of Turkey-Libya
maritime agreement revealed
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Nordic Monitor has obtained a copy of a recent maritime
agreement between Turkey and Libya that determines the
Turkish-Libyan continental shelf and exclusive economic zone
coordinates.

The agreement, officially titled “Memorandum of Understanding
Between Turkey and Libya on Delimitation of the Maritime
Jurisdiction Areas in the Mediterranean,” has been the subject
of criticism, especially by countries such as Egypt, Greece
and Cyprus in the Mediterranean region.

The agreement states that both Turkey and Libya have
determined a precise and equitable delimitation of their
respective maritime areas in the Mediterranean in which the
parties exercise sovereignty and sovereign rights and/or
jurisdiction in accordance with the applicable rules of
international 1law, taking into account all relevant
circumstances.

It refers to achieving equitable and mutually acceptable
solutions to the above-mentioned issues through constructive



negotiations and in the spirit of good and friendly relations
and says that the memorandum of understanding will contribute
to the strengthening of relations and encourage further
cooperation between the parties in the interest of the two
brotherly countries.

The agreement, which was signed in Istanbul on November 27,
2019, includes the following provisions:

According to Article 1, the parties have agreed on these
boundaries:

“The boundaries of the Continental Shelf and the Exclusive
Economic Zone in the Mediterranean between the Republic of
Turkey and the Government of National Accord-State of Libya
begins at “Point A” (34° 16" 13.720°N -026° 19" 11.640"E) and
ends at the Point B (34° 09" 07.9”"N -026° 39" 06.3"E).

“The boundaries of the Continental Shelf and the Exclusive
Economic Zone determined in ARTICLE I, paragraph 1 of this
Memorandum of Understanding are shown on the Maritime Chart
INT 308 (Data Source: BA Chart Edition 1992), scale 1: 1 102
000 (Annex 1 ). The coordinates are shown in the chart at
Annex 1 in its coordinate system. The geographical coordinates
referred to in ARTICLE I of this Memorandum of Understanding
are expressed in terms of the World Geodetic System 1984
(WGS'84) .

“Base points coordinates that are used to determine the
equidistance line are shown in Annex.”

libya MOU
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Diplomat Leaks Map Confirming
Turkey’s Real Territorial
Claims

A Turkish diplomat has revealed a map which delineates waters
in the Mediterranean claimed by Turkey, amid an ongoing
months-long standoff with Cyprus and Greece over Turkish oil
and gas exploration and drilling inside Cyprus’ Exclusive
Economic Zone (EEZ).

“After signing deals with its own puppet state in occupied
northern Cyprus and with the pseudo-government in Libya’s
Tripoli, Turkey declares that it owns half of the eastern
Mediterranean,” Aron Lund, an analyst at The Century
Foundation, observes of the newly published map.
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New map outlining Turkey’s claimed continental shelf and the
borders of its Exclusive Economic Zone (EEZ), via Hurriyet
Daily.

Meanwhile the entire eastern side of Cyprus is claimed by the
internationally disputed “Turkish Republic of Northern
Cyprus.”

And Turkey’'s Hurriyet Daily explains: “With the chart, Ca?atay
Erciyes showed the outer boundaries of Turkey’s continental
shelf and EEZ, designated in a 2011 agreement between Turkey
and the Turkish Republic of Northern Cyprus (TRNC), the median
line between Egypt and Turkey’s mainlands and a recent
memorandum with Libya.”

Over the past year Turkey has sent both oil and gas
exploration ships, as well as military transport vessels, into
Cypriot waters in the East Mediterranean related to expanded
claims based on the Turkish occupation of northern Cyprus
(since 1974), earning the condemnation of both Nicosia and top
EU officials, who have defended EU-Cyprus’ interpretation of
the conflict.

Turkey claims western waters off Cyprus, with the so-called
TRNC eastern waters; and now Erdogan is cutting deals with
Libya to expand from the southern Mediterranean.

In nearby Libya, as Turkish military advisers continue to play
a key role in support of the Tripoli-based Government of
National Accord (GNA) against an offensive led by Gen. Khalifa
Haftar’s Libyan National Army (LNA), Turkey 1is also busy
expanding maritime defensive operations off North Africa.

“On Nov. 27, Turkish President Recep Tayyip Erdo?an held a
closed meeting in Istanbul that lasted over two hours with
Fayez al-Sarraj, chairman of the Presidential Council of
Libya,” Hurriyet Daily reports further.

In that meeting the two leaders reportedly struck a deal which
is seen as key to expanding Turkey’s maritime claims:



Law of the Sea, Monaco
Conference, East
Mediterranean (Part 1)
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The Eastern Mediterranean: Will Law of the Sea Applications
Unlock Both Seabed Hydrocarbons and a Regional Peace? By Roudi
Baroudi and Robert van de Poll
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Law of the Sea, Monaco
Conference, East
Mediterranean (Part 2)
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The Canada-US Boundary Dispute In The Beaufort Sea: Employing
an Integrated Law-And-Science Approach To Resolving Maritime

Boundary Disputes In Arctic Waters by Robert van de Poll /
Pieter Bekker




IEA sees calm global o1l
market 1in 2020 as new
supplies soar

Bloomberg/ London

Global oil markets are likely to remain “calm” next year as
soaring production outside Opec and high inventories Kkeep
consumers comfortably supplied, the International Energy
Agency said.

Supplies outside Opec — driven by the US, Brazil, Norway and
Guyana — will increase by 2.3mn barrels a day in 2020, almost
twice the expansion in world oil demand, the agency said in
its monthly report. The growth estimate is about 100,000
barrels a day higher than last month.

0il prices have remained steady near $60 a barrel in London
for several months. US sanctions on Iran’s exports and
political unrest in Venezuela and Iraq have also had limited
impact.

“The calmness is supported by a well-supplied market and high
inventories,” said the Paris-based agency, which advises most
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major economies on energy policy. “This may continue into 2020
because non-Opec countries will grow their production”
significantly.

As a result, the Organization of Petroleum Exporting Countries
— which has cut production this year to prevent a surplus — is
currently pumping about 1.7mn barrels a day more than will be
needed in the first half of next year, the report showed.

Opec and its partners will meet on December 5 to 6 to consider
next year’s output levels, though they’ve so far indicated
little desire to make the deeper cuts that would be needed to
avert a new oversupply. The outlook for global economic growth
remains precarious, pressured by the ongoing trade dispute
between the US and China.

“The hefty supply cushion that is likely to build up during
the first half of next year will offer cold comfort to Opec+
ministers gathering in Vienna at the start of next month,” the
IEA said. “However, a continuously well-supplied market will
lend support to a fragile global economy.”

0il inventories in developed nations accumulated by about 9mn
barrels during the third quarter, even as Opec deliberately
restrained output.

Another reason for the market’s torpor has been “sluggish”
processing of crude oil by refiners, whose intake will drop
this year for the first time since the financial crisis of
2009, according to the report. However, the decline is a very
modest 90,000 barrels a day.

In the short term, the market ought to pick up as global oil
demand growth accelerates. Low o0il prices and robust US demand
for petrochemicals will spur worldwide consumption to expand
by 1.9mn barrels a day year-on-year in the fourth quarter,
more than four times the rate observed in the second, the
agency said.

The calmness the IEA sees resuming next year fits with 1its
expectations for the long term, outlined in its annual World
Energy Outlook earlier this week. That report anticipates that
increasingly efficient car engines and the adoption of
electric vehicles will cause world oil demand to plateau



around 2030,

Essar Steel case: SC clears
way for ArcelorMittal to
complete $5.8 bn deal
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Arceloerttal won approval from India’s top court to complete
its $5.8 billion purchase of a bankrupt steel mill, clearing
the way for tycoon Lakshmi Mittal to enter the world’s second-
biggest market.

The Supreme Court allowed Arcelor to make the payment for
Essar Steel India Ltd. and set aside a bankruptcy appellate
tribunal’s order that had given secured and unsecured
creditors equal right over the sale proceeds. The lenders’
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panel of a bankrupt company has discretion in the distribution
of funds in insolvencies, a three-judge bench headed by
Justice Rohinton F Nariman said Friday.

The acquisition of Essar Steel India Ltd will make Arcelor the
fourth-biggest producer in a nation where the government 1is
investing trillions of rupees in infrastructure. The verdict
is likely to be the final approval in a more than yearlong
battle by Arcelor to take over Essar. While companies can seek
a review of decision by the same bench of judges, the success
of review petitions is rare.

The world’s largest steelmaker, ArcelorMittal and its partner
Nippon Steel Corp had offered to pay Rs 420 billion ($5.8
billion) in cash to creditors and pump another Rs 80 billion
in the mill last year. While that offer was approved by a
bankruptcy tribunal in March under the insolvency process, the
payment was kept on hold by the Supreme Court after a dispute
arose between lenders on the distribution of funds.

The ruling will set a precedent for other insolvencies that
are awaiting resolution over the distribution of funds between
different class of creditors.

India’s rupee, and creditors to Essar extended gains after the
ruling. The rupee rose 0.3% at 11:06 am, while State Bank of
India added 4.2% and Canara Bank surged as much as 7%.

The Supreme Court on Friday also said the timeline for
insolvencies can be extended in exceptional cases.

World’'s only $100bn utility
owes 1ts rise to wind power
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Two decades ago, when coal ruled U.S. power generation, a
Florida utility plowed some of its extra cash into a wind farm
atop a desolate Oregon plateau.

It was the start of an unimaginably successful bet.

This year, that company — now named NextEra Energy Inc. -
became the world’s first utility with a market capitalization
of more than $100 billion, thanks largely to its clean-power
business. It’'’s almost twice as valuable as the oil
major ConocoPhillips and has developed enough wind and solar
farms across the U.S. and Canada to power the entire nation of
Greece. Shares have doubled in four years, outperforming
virtually every other stock in the industry.

“They made a bunch of strategic moves early and aggressively
that have paid off very well for them,” said Andrew Weisel, an
analyst at Scotia Howard Weil.

Not that NextEra started down the clean-energy road with a
master plan. The move into renewables happened pretty much by
accident after the company began lending money to wind-farm



developers. Some of them ran into financial troubles. NextEra
forgave debts in exchange for majority stakes in the farms.

As it would turn out, the wind farms weren’t duds.

“Lo and behold, we did some projects that were quite
profitable,”said Lewis Hay III, the company’s chief executive
officer from 2001 to 2012.

So Hay pulled together a renewable energy team of his own. One
of his early moves was to recruit two of his former co-workers
from a consulting firm: One was Moray Dewhurst, who eventually
served as NextEra’'s chief financial officer. The other was Jim
Robo, who at the time was an executive for General Electric
Co.

Robo, a Harvard MBA, became NextEra’'s CEO in 2012. He rarely
grants media interviews and declined to comment for this
story.

“Things really took off when Lew, Moray and Jim got together,”
Barclays Plc analyst Eric Beaumont said.

When Robo came on board in 2002, wind power was a tiny slice
of the U.S. power mix. But in another stroke of luck, Congress
had just extended a tax credit that would prove to be the key
to a wind generation boom across America that’s still going.

It helped turn what was a once-sleepy utility — established in
1925 as Florida Power & Light — into a global powerhouse.

NextEra, which changed its name in 2009 to reflect its growing
focus on alternative energy, now has wind and solar farms in
about two dozen U.S. states and four Canadian provinces. They
total roughly 18 gigawatts, enough to power almost 13 million
homes. Last year, its clean power business — in addition to
some natural gas and nuclear plants — raked in $4.7 billion in
profit, 70% of its net income.

And the company isn’t done growing. It already has contracts



to add another 12 gigawatts of renewables.

Challenges remain. The federal tax credit for wind farms 1is
set to start phasing out soon. And in Florida, a campaign 1is
under way to pass a constitutional amendment that would break
up monopolies held by NextEra’'s utilities, Florida Power &
Light Co. and Gulf Power. On an adjusted basis, the company’s
utility business still made up the bulk of its earnings last
year.

Not all of NextEra’'s bets have panned out. Its $18
billion attempt to buy Oncor Electric Delivery Co. 1in
Texas crashed and burned. And its $2.6 billion attempt to
buy Hawaiian Electric Industries Inc. fell apart, too.

And for all the company’s clean energy, NextEra unsuccessfully
fought in support of a 2016 measure in its home state of
Florida that critics said would have limited rooftop solar
growth and, hence, protected utility revenue. The company has
a plan to install 30 million solar panels in Florida by 2030
and use batteries to replace fossil-fuel plants in its fleet.

Long-Term Contracts

NextEra’'s strategy has hinged on building projects in states
with deregulated power markets that required utilities to buy
a certain amount of electricity from wind or solar farms,
including Texas and California. It enables NextEra to line up
long-term contracts, ensuring revenue for a decade or more.

Early on, Robo negotiated a deal with his old company: GE.
NextEra had a contract to buy natural gas turbines from the
conglomerate. But the market for gas plants was in decline. So
the utility convinced GE to rejigger the deal and allow it to
buy wind turbines instead.

“That’s a cause that led us to scale up our business much
faster than maybe otherwise we would have done,” Hay said. The
scale soon gave the company an advantage that made it hard for



others to catch up.

One of Robo’s adages is wind and solar are essentially big
data operations. An early sign was in 2006, when NextEra
bought WindLogics Inc., a high-tech forecaster. At the time,
wind developers relied on WindLogics's computer modeling
techniques to predict wind patterns and pinpoint exactly where
to site turbines. By acquiring the company, NextEra locked up
that edge for itself.

“That became a very powerful advantage,” Stephen Byrd, an
equity analyst at Morgan Stanley, said in an interview.

The company has said it will do just fine even after the
federal tax credit for wind farm expires. The company’s size
makes its well positioned to benefit from U.S.’s ongoing shift
away from fossil fuels, said Timothy Winter, a portfolio
manager at Gabelli Funds LLC.

“They’re still in the very early innings of the ball game,”
Winter said.

Germany faces power shortages
1f onshore wind grows too
slow
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Germany’'s onshore wind crisis, which is already cutting
into company profits and costing jobs, may also begin to
weaken defenses against blackouts.

That’s the conclusion of analysts who see electricity risks
mounting in Europe’s biggest economy, where construction of
new onshore wind parks has dropped to a standstill because of
a flood of environmental complaints. German industry will need
new power sources in coming years to ensure security of supply
as coal and nuclear stations are decommissioned.

Chancellor Angela Merkel’s government is trying to coordinate
the shutdown of thermal plants with a build-up of clean power
to avoid potential supply shortages, said McKinsey &
Co. Senior Partner Thomas Vahlenkamp. But that “entails
pushing ahead with reaching clean energy targets — especially
turning around stalled onshore wind,” he said.



Coal power will start to come offline next year and Germany
forsees completing its full exit from nuclear energy by the
end of 2022. Those two sources of energy comprise about 43% of
German power currently available around-the-clock that will
disappear by 2030, according to Vahlenkamp.

Merkel’s coalition government has set an ambitious green power
growth target. It wants to generated almost two-thirds of its
electricity with renewables over the next decade from about
two-fifths today. Reaching that goal implies onshore wind
adding about 4.6 gigawatts of fresh power annually.

The pace of net new onshore installations dropped to 0.3
gigawatts in January to June, down from 5.3 gigawatts in 2017
and 2.4 gigawatts last year. The drop in construction 1is
already hurting turbine maker Enercon GmbH, which has a strong
focus on the German wind market.

Until now, Germans have enjoyed one of the most resilient
power grids in Europe. Consumers experienced just 12 minutes
of power outages last year, according to the latest report of
the Council of European Energy Regulators. That compares with
some 6 hours of outages in Romania, the worst-performing
country.

Merkel’s coalition is counting on restoring wind power’s
trajectory by cutting through red tape that’s holding up
projects. Moves to extend the national grid to accommodate
more clean power and expanding storage won’t be ready until
the middle of next decade.

Germany 1s counting on its status as a net exporter of power
to help it brace it for potential shortfalls as nuclear and
coal power wind down in stages. It transmitted about 53
terawatt-hours of power to its European partners in the nine
months through September, compared with 31 terrawatt-hours of
imports, monitoring group AG Energiebilanzen reported Monday.

Yet with manufacturing and construction responsible for



producing a quarter of all German goods and services, the
country can’'t afford to bump into security of supply issues,
according to the country’s Mechanical Engineering Industry
Association VDMA, which wants the government to be more
assertive in warding off potential blackouts.

Heading off blackouts and securing electricity “hangs on just
how much power 1is available and when,” VDMA spokeswoman
Beatrix Fontius wrote.

“Renewable power will in the near future shoulder the job of
supplying power — for that reason it’s hard to understand why
the government is dragging its feet,” she said.

Natural gas plants set for
revival in Germany as carbon
costs soar

Uniper SE is preparing to switch on more natural-gas plants as
higher costs for carbon allowances shifted the economics of
the power generation business away from coal.

Gas plants also are benefiting both from a slump in the price
of the fuel. Uniper, one of Europe’s largest utilities, will
bring back on line as much as 3.5 gigawatts of gas plants that
were mothballed when market conditions were less favourable.
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That'’s almost a third of its gas-plant capacity.

“Carbon markets have shown they work,” chief executive officer
Andreas Schierenbeck said in an interview in Bloomberg'’s
office in Frankfurt. “This summer, carbon prices were very
high and gas is very cheap, very competitive. The logic 1is
clear: you need as much a double carbon certificates for coal
than for gas.”

The remarks illustrate the latest shift in the ever-changing
economics of generating electricity. While Chancellor Angela
Merkel is moving to phase out the most polluting fossil fuels,
emissions in Germany have actually risen in recent years as
the government took nuclear plants off the grid, boosting the
need for coal.

Now the government is seeking to remove both nuclear and coal
plants from the nation’s power supply, eliminating about half
of Germany'’'s power generation capacity. The rise in carbon
costs has helped encourage that shift by making it profitable
for utilities to switch on gas plants instead of coal.

The move will help Germany reduce pollution. Natural gas emits
as much as 55% less carbon dioxide than coal. While the
government is seeking to spur renewables to meet its climate
commitments, industry executives, energy forecasters and
investors say that more gas will be needed for the time being.
Gas plants can help balance the grid until there’s enough
wind, solar and battery capacity to ensure supply day and
night and on breeze-free days.

“With the nuclear and coal exit, our gas plants will have to
produce more,” said Schierenbeck. “We need more gas for power
generation as a big part of our power plants is on the
reserve, and we will probably take them out.”

Carbon permits under the European Union’s emissions-trading
system, the world’s biggest cap-and-trade programme, were at
€23.70 a tonne (%$26.14) on Friday, 20% higher than a year ago.
Analysts and traders expect that annual demand will outweigh
supply at least until the mid-2020s.

German gas prices are 40% lower than a year ago. Weighing on
prices are abundant supplies arriving both by pipeline and in



LNG tankers. That has pushed storage levels to near capacity
and well above the average for the past five years.

Uniper has the capacity to generate 10 gigawatts of power from
natural gas in Germany. It will be one of the companies hit
quickly by legislation to phase out coal in Germany. Some
versions of the draft bill suggest the country will shut down
5 gigawatts of hard coal capacity by 2022.

Uniper owns more than 3 gigawatts of power plants that burn
hard coal and is building another 1 gigawatt-plant in western
Germany. It expects to get approval from the government to
start operating that facility, named Datteln-4.

The new power unit has not entered service yet due to ongoing
structural problems with its boiler. Uniper now expects to
start it in the middle of next year. The company has argued
that the plant should open despite Germany’s plan to exit
coal.

“Datteln 4 will probably be the last new coal power plant we
will see in Germany,” said Schierenbeck. “I would guess it
would be also true for Europe. I have the feeling there’s
understanding from the government that it makes sense to keep
the newer and most efficient instead of the older and less
environment friendly.”

Uniper 1is Europe’s fifth largest greenhouse gas emissions
polluter in the power sector based on 2017 data, according to
Sandbag, a climate change think tank in London.



