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1-Chris Richter, Sascha Kraus, Pasi Syrja,
«The Smart City as an opportunity for Entre-
preneurship», International Journal of Entre-
preneurial \enturing, 2015.
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New Petropars CEO Appomted

The CEO of the National Iranian Oil
Company (NIOC) appointed Hamid
Reza Masoudi as the new head of
Petropars Ltd. (PPL).

Masoudi replaced Hamid Akbari as
Petropars CEO on Wednesday.Estab-
lished in 1998, Petropars Ltd. (PPL)
was founded in order to contribute
towards the development of Iran’s
vast energy resources. PPL special-
izes as a developer of exploration,
exploitation and production in up-
stream projects.Over the course of the
past 20 years, PPL has carried out at
total of 20 billion dollars of projects,
said Mr. Akbari during his farewell

ceremony.He said the company has
been successful in all the projects it
has undertaken since its establishment
and had obtained the customers’ satis-
faction.PPL has directly or indirectly
contributed to completion of at least
11 phases of the supergiant South
Pars gas field in the Persian Gulf, said
Akbari.The former PPL CEO said
thanks to the company’s projects, a
total of 311 million cubic meters per
day of natural gas (an equivalent of
11 billion cubit feet) and 500,000
barrels per day of gas condensate

had been added to the country’s total
production capacity.

The impact of fluctuations in crude oil prices on the
economics of refineries

e i

~

Reza Hosseini

Global oil prices have fallen rapidly
on the summer of 2014 and recently
in October 2018. This is good news
for oil importers; however, it is bad
news for oil exporter’s countries.
How is this for refineries?

Falling in crude (oil or gas con-
densate) prices which happened
recently, has different profitability
at the same time in the refining
companies. Refiners not been
expressing a decline in revenue and
some refinery margins have signifi-
cantly improved. The impact of the
changes in crude prices on the eco-
nomics of refineries is considered
throughout this report.In order to
have more accurate data, a dynamic
economic and financial model for

a gas condensate refinery has been
developed. The production of a
condensate refinery include LPG,
naphtha, and kerosene and gas oil.
In order to eliminate the fluctuations
in the feed and products prices that
occurs in the recent years, it was

decided to use the average prices

of feed and products for the seven
years from 2010 - 2016. The results
show that the internal rate of return
(IRR) of refinery is equal to 19.7%
and the refining margin is equal to
7.5 $ per barrel (Note that a five-
percent discount is considered for
the condensate feed prices based on
government’s support of refineries).
The Impact of Crude Prices on the
Economics of Refineries

The refining margin is the differ-
ence between the wholesale values
of a refinery produces and the value
of the crude from which they were
refined.Economics of the oil and
gas refineries is most sensitive to
margin. Hence, feed and product
prices are the important parameters
which can influence on economic of
refineries. In other words, in com-
parison with refining margin, fixed
investment cost has less impact on
economic of oil and gas industries.
For example, by 20% increasing the
fix investment cost of mentioned re-

finery from 300 to 360 MMUSS, the
IRR decline by 12% (from 19.7% to
17.5%).Regional refining margins
are shown as follow. In mid-2014,
we have seen a 50% dramatic fall

in crude oil prices from USD 112/
bbl in June 2014 to USD 48/bbl in
January 2015. However, in some
regions, specifically Europe and
Asia refinery’s margin has clearly
improved. But North American mar-
gins have fallen sharply. (For more
information go to: Impact of low
crude prices on refining, McKinsey
Company, February 2015)

Refining Nargin
Soame 8P
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Reyional efining margims in 2014

Generally, when the crude prices
increased, the products prices such as
gasoline rising simultaneously.
However, there is a different
approach in reducing the crude
prices. As an example, although in
mid-2014, we have seen a dramatic
fall in the crude oil prices, refiners
have generally not been reporting a
sharp decrease in earnings.In order to
investigate the impact of feed and
product prices on economic of
refinery, the average of FOB Persian
Gulf prices for different years used to
achieve more actual results.

The average of feed and products
prices (FOB Persian Gulf)
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The results show that by falling the crude
prices by 60% (from 84.7 to 33.7 $/bbl),

the internal rate of return (IRR) of refinery
will not be reduced in the same proportion
(reduced by 17%), i.e., the economics of
refineries is not related to the oil prices. It is
also more related to the refining margin.On
the other hand, daily prices changes show
that product prices tend to profitable change
by fluctuation in crude prices, e.g., when
crude oil prices reduce by 1.9% from 6 - 7
December 2017, Naphtha prices reduce by
only 1.0%, and that means earning a great
margin and profit for refinery owners on this
day.Another example is for 2 - 3 November
2017, when the oil prices increases by 0.7%,
and Naphtha prices rising by 1.7% (1%
more). i.e., earning a high profits for refinery
owners on this day.Therefore, refiners often
gained benefit from sudden fluctuations

in crude prices. They mostly benefit from
both abrupt rise and decrease in feed prices.
The results showed that although most
believe that dropping crude oil prices lead
to economic losses of refineries, generally,
this is not true. In most times, by reducing
the crude prices, the products prices fall, but
not in a same proportion. This approach is
valid for raising of the crude prices. Hence,
the refining margin can improve as well, and
refinery owners will gain a high profit at the
time of the initial fluctuations in oil prices.

Grounds Ready for Japan Investment in Iran

Energy Sector: Speaker

The Speaker of the Iranian a
Parliament, Ali Larijani,
said there were good b
grounds for Japan’s in-
vestment in different sec-
tors such as oil, gas and
petrochemicals in Iran.
According to ICANA,
the official, during a visit
to Japan said on Tuesday
that Iran was prepared

to receive investments
from Japan in various
sectors including oil,

~

gas and petrochemicals.
During a meeting with
the speaker and members
of the Japanese House of
Councillors, Mr. Larijani
said there existed ample
opportunities for taking
major steps in bolstering
Iran-Japan ties, adding
some countries might be
seeking disruptions in the
relations between Tehran
and Tokyo which should
not be permitted.He said

Iranian viewed Japan
positively, adding, “We
are eager to work with
you in various technical,
industrial and commer-
cial sectors.”For his part,
Chuichi Date, Speaker of
the House of Councillors
of the Japanese National
Diet in Tokyo, said the
cultural and economic
relations between the two
countries were expected
to grow in the future.

Refinery to Boost Petrol
Quality

The CEO of Bandar Abbas Oil Refinery said
the facility’s petrol quality would improve by
March.

Hashemi Namvar told Shana that once a
project to bolster the production capacity and
promote the quality of the items produced at
the facility came online, the plant’s petrol qual-
ity would improve dramatically.The project
entails a gasoil hydrogen unit, a power gen-
erator, nitrogen unit, sour water unit, Amine
Contactor, light naphtha unit, and 17 storage
tanks, which have all become operational.Once
the project comes on-stream, petrol production
capacity of the refinery would increase by 3
ml/d and 70 percent of its output would meet
Euro-4 standards.Moreover, commissioning
the gasoil hydrogen refining unit of the facility
would add 15 million liters per day of Euro-4
gasoil to the plant’s daily production capacity,
he said, adding the petrol quality of the refin-
ery was expected to meet Euro-4 standards

by March.The plant is currently supplying 12
ml/d of petrol, Namvar said.The plant is fed by
350,000 b/d of crude oil and gas condensate
and is touted as the third largest oil refinery in
Iran.

NIOC Offers 1 mb of Gas
Condensate at IRENEX

The National Iranian Oil Company (NIOC)
introduced a million barrels of gas condensate
at the Iran Energy Exchange (IRENEX).
According to IRENEX, the item was supplied
by different Iranian refineries including Bandar
Abbas, Kermanshah, Tehran, Shiraz and llam.

NIORDC to Launch Inte-
grated Distribution Man-
agement System for Oil

Products
The National Iranian Oil Products Refining
and Distribution Company (NIORDC) is plan-
ning to launch an integrated system for distri-
bution management of petroleum products.
Speaking to Shana, Shahram Rezaie, the direc-
tor of planning at NIORDC, said the system
was one of the company’s megaprojects which
would come on-stream within the next two
years.He said nearly 40 software systems sup-
ported NIORDC'’s activities and this integrated
system would be exploited to prevent parallel
activities and waste of resources.The official
said: «About one and a half years ago studies
for carrying out the project began and a licens-
ing round for its development will be held
shortly.”Rezaei said an investment of RIs. 100
billion was needed for the project which would
be shortly returned by distribution of petro-
leum products.

Petchem Projects

Launched in Khuzestan
The governor of Khuzestan Province, south-
western Iran, inaugurated two petrochemical
projects in Mahshahr Petrochemical Especial
Economic Zone (PETZONE).

The projects, namely Ehda Polymer Pak and
Exirsazan Atlas, came on-stream on the eve
of the 40th anniversary of the victory of the
Islamic Revolution, National Petrochemical
Company (NPC) reported.Furthermore, the
grounds were broken for three other projects
in the area which were Hirsa Polymer Sahand,
Petro Zomorrod Sabz and a development
project by Exirsazan Atlas in a ceremony

held in the presence of Khuzestan Governor
Gholamreza Shariati and Omid Shahidi, the
CEO of the PETZONE.The two projects were
funded by Rls. 2,338 billion and $276 million
and are aimed at production of 492,000 tons
of petrochemicals annually.The projects would
also create jobs for 219 people directly and
390 others indirectly.
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