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This month has been filled with significant 
events all throughout the industry, beginning 
with the biggest event of the year, Egypt Oil 
& Gas’ own Production Optimization Con-
vention, a four day event in which we brought 
together government authorities, local, and 
foreign players under one roof to discuss the 
economic and contractual barriers to optimiz-
ing production of oil and natural gas in Egypt. 
Another major event witnessed by the industry 
this month was Egypt’s first coal conference, 
which ended with a promise to supply 90% of 
Egypt’s cement factories with coal power.
This month has also witnessed some crucial 
announcements from the side of the gov-
ernment, most important perhaps being the 
announcement to allow the private sector to 
import natural gas, increasing diesel supply by 

2,000 tons per day, not to mention the numer-
ous renewable energy and power plant projects 
with investments worth billions.
Out of a belief that a brighter future for the 
oil industry will come through science, Egypt 
Oil & Gas has chosen to give special attention 
this month to research and development, fo-
cusing specifically on the challenges research in 
the industry is facing, as well as the suggest-
ed methods of bridging the gap between ac-
ademic sources and the industry that can put 
this into practice.
We hope you enjoy this issue and find it very 
informative, and as always, we thank you for 
your readership,

Editor in Chief 
Nicholas Linn

nlinn@egyptoil-gas.com
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Reduce rig time with versatile inflatable-packer technology

Weatherford’s inflatable production packer (IPP) provides a versatile workover isolation system 
that enables seamless testing, stimulation and production. With one-trip capability, the IPP 
offers you the flexibility of a temporary or permanent seal for single- or multiple-packer 
configurations in the well, regardless of the deviation.

IPP Advantages

 ▪ Slim run-in OD allows for drifting through 
existing restrictions 

 ▪ Largest available hole-setting capability

 ▪ Ability to test below or between elements

 ▪ Multiple sets in one trip

 ▪ Cased-hole and openhole capabilities 

IPP Applications

 ▪ Cement retainer

 ▪ Casing-integrity testing

 ▪ Testing of casing patches 
(above or below)

 ▪ Permanent bridge plug

 ▪ Water shutoff

 ▪ Scab liner

 ▪ Openhole testing and 
stimulation

 ▪ Selective production testing of 
particular zones

Lost-circulation
zone

Producing
zone

Water

The M2 straddle packer uses dual-heavy-duty IPPs to straddle the zones of interest 
during fracturing, acid stimulation and testing multiple zones individually.

Zonal Isolation for 
Drilling and Completions

Drilling Evaluation Completion Production Intervention

© 2011 Weatherford. All rights reserved. 
9040.00
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Seven Companies to Bid for Second LNG Terminal 
In early May, EGAS announced a ten-
der for the second floating storage and 
regasification unit (FSRU) required to 
process further LNG imports. Seven in-
ternational companies have confirmed 
their intention to bid for the tender, re-
ported El-Boursa. Initially EGAS invit-
ed nine companies to bid on the ten-
der, including Shell, Norway’s Hoegh, 
Holland’s DW, Swiss firm Trafigura, 
and Egyptian gas services, among 
others. Sources at EGAS have clarified 

that they will continue to accept bids 
until the 31st of May, after which the 
technical and financial evaluations of 
the offers commence. The final result 
of the tender will be announced be-
fore the end of June. The second ship 
is expected to be equipped to receive 
500 mcf/d of gas, the same as the first 
FSRU, with contract duration of up to 
five years. Sources added that such 
floating LNG units are scarce in the 
world, with only five in existence.

Fuel Smart Card System to Take Effect June 15 
Egypt’s smart card system for subsi-
dized fuel will go into effect starting 
June 15, according to Reuters. The 
smart card system will be used to re-
duce costly energy subsidies over time, 
reducing the burden of subsidies on 
Egypt’s budget, a promise President 
Abdel Fattah El-Sisi made upon tak-
ing office. The Egyptian government 
is hoping the smart card system for 
subsidized fuel will build off of the 
success of the smart card system for 
subsidized bread. While the new cards 
will not ration fuel, they will allow the 

government to monitor fuel consump-
tion and crackdown on smuggling. The 
government significantly cut fuel sub-
sidies last summer, raising prices by 
up to 78% in a move that was widely 
criticized by the Egyptian public—used 
to low energy prices—but praised by 
economists. While the government 
hopes not to anger the public with 
these changes, a growing population 
has increased energy consumption 
and turned Egypt from a net exporter 
of energy into a net importer in recent 
years.

Egypt to Receive its First Floating Power Plant 
In a statement made to Daily News 
Egypt, Arab Energy Chairman Khaled 
Abu Bakr announced that his compa-
ny was finalizing all necessary approv-
als to supply the country with its very 
first floating 200MW power plant. 
With investments totaling more than 
$180m; the plant itself will be pur-
chased from an Asian company. Bakr 
added that the company’s plan is to 
position the plant in an Egyptian port, 
connecting its output to the national 
grid; however, the company has yet to 
find a suitable port. Once the fuel mar-

ket is liberalized, private clients will be 
allowed to import natural gas through 
the floating power plant. According to 
Bakr, the plant is expected to become 
operational within four months.

New Butane Technology to Ease Industrial Sector’s 
Dependence on Natural Gas  
The Egyptian government has ap-
proved the use of an American tech-
nology that gives butane the same 
technical characteristics of natural 
gas, reported Daily News Egypt. The 
announcement was made by Khaled 
Abu Bakr, Chairman of Arab Ener-
gy. Butane is too high density to be 
pumped through pipelines but it be-
haves like natural gas once air is mixed 
in the right proportions. Arab Energy 
has successfully applied this technolo-
gy in Dubai and Qatar. Abu Dhabi and 
Yas Island already use butane instead 
of gas. A tank receives and pumps bu-
tane into the internal grid of factories 
while the new technology mixes it 

with air. The butane will be delivered 
to clients by transport truck, said Bakr. 
The company is negotiating with the 
government to allow the import of bu-
tane with a value of $8-10 per million 
Btu, and plans to use the technology 
for medium-consumption factories 
that are not connected to the nation-
al natural gas grid. Abu Bakr also ex-
plained that natural gas production is 
declining and that the Petroleum Min-
istry’s own long term plan for produc-
tion proves that this decline will con-
tinue. The maximum production rate 
is expected to be 5 bcf/d compared 
to an actual daily need of 7.5bn cubic 
feet, he noted.

Petroleum Ministry: No Truth to Rumors of Fuel Price 
Increase  
The Ministry of Petroleum and Mineral 
Resources official spokesman, Hamdi 
Abdel Aziz, denied all rumors regard-
ing increasing the prices of petroleum 
products. He appealed to citizens not 
to be deceived by these rumors, ex-
plaining that the smart card system 

will not be used to ration consump-
tion, nor will it act as a gateway to 
increase prices after a certain level 
of consumption. The state will begin 
implementing the smart card system 
mid-June 2015.

ITFC Funds Egypt’s Diesel and Petroleum Imports 
President Abdel Fatah al-Sisi signed an 
agreement allowing Egypt to receive 
funding from the International Islam-
ic Trade Finance Corporation (ITFC) to 
import essential goods including die-
sel and petroleum products, report-
ed Reuters. The agreement is based 
on a memorandum of understand-
ing (MOU) signed by the Ministry of 
International Cooperation and ITFC 
in March during the Egypt Econom-

ic Development Conference (EEDC.) 
“The funding will allow the Egyptian 
government to import wheat, petro-
leum products and diesel,” the presi-
dency said in a statement. Egypt con-
sumes 450,000 metric tons of diesel, 
300,000 metric tons of butane gas 
and 500,000 metric tons of benzene 
monthly. 

Dana Gas Reports Decline of Production   
Dana gas produced 37,700 b/d in the 
first quarter (Q1) of 2015, compared 
to 39,100 b/d in 2014, reported Daily 
News Egypt. The oil company blamed 
the decrease in production to Egypt’s 
decline in gas wells. A spokesman for 
Dana Gas said, “despite the difficult 
macroeconomic environment produc-
tion in Egypt as well as the unstable 
environment in Iraq, we were able to 
register $115m gross revenues dur-
ing 1Q 2015.” During the same period, 

Dana Gas produced close to 68,000 
b/d with its assets in Egypt and Iraqi 
Kurdistan. Finally, the company will 
invest $350m in a Gas Production En-
hancement Agreement (GPEA) that 
will include 20 new development wells 
in Egypt. “With the GPEA project in 
Egypt making progress, we are in good 
shape to not only sustain but marked-
ly increase our production in Egypt in 
the medium term,” said Dana Gas CEO 
Patrick Allman-Ward.

Egypt Brings in Foreign Partners to Generate Electricity  
To help combat a recurring energy cri-
sis, an American and German firm will 
operate in Egypt to generate 3,600MW 
of electricity. The companies signed 
a contract with the Egyptian Military 
and will be part of Egypt’s plan to di-
versity its energy sources. Egypt at-
tributes its energy crisis—which often 

results in regular power cuts that be-
come more frequent during the sum-
mer—to a larger fuel crisis. Egypt also 
signed an agreement with Russia in 
February that would see Russia build a 
nuclear power plant in Dabaa for elec-
tricity production. 

AAIB Approves $50m Loan to Sino Tharwa  
The Arab African International Bank 
(AAIB) approved a loan worth $50m 
for Egypt-based Sino Tharwa Drilling, 
reported Amwal Al Ghad. The loan, 
intended for investment purposes, 
is only a part of the company’s quest 
for funds. Earlier this year Sino Thaw-
ra received a loan from the Nation-
al Bank of Egypt (NBE) worth $26m 
to buy necessary drilling equipment. 
The company is currently negotiating 
with Bank Audi Egypt for a loan worth 
$30m to purchase ten new drilling rigs 
to be used in Egypt’s national project 
to reclaim one million acres of land.

New Ain Sokhna Power Plant to Generate 1,300MW  
A new power station was launched 
early May in Ain Sokhna, in the Gulf 
of Suez. With a price tag upwards of 
$1.3b, the new plant is expected to 
generate 1,300MW, which will be fed 
directly to the country’s national pow-
er grid, according to Al Ahram. Egypt’s 
Electricity Minister Mohamed Shaker 
and Prime Minister Ibrahim Mahlab 
attended the official opening ceremo-
ny, where Shaker stated that Egypt is 
expected to increase its power produc-

tion by 9.6% this summer. The power 
plant’s opening comes as part of a five-
year plan carried out from 2012 to 2017 
to meet the growing local demand 
for electricity in Egypt. The project is 
funded by international organizations, 
with contributions from the World 
Bank, the African Development Bank, 
the Arab Fund for Economic and Social 
Development and state-run electricity 
company East Delta.

Egypt to Use Coal in Cement Factories  
In a coal conference titled, “the safe 
use of coal as alternative energy and 
its role in supporting the Egyptian 
economy,” Egypt elected to use coal 
to power 90% of its cement factories. 
Egypt needs an additional 32m tons of 
cement to satisfy domestic demand, 
wrote Daily News Egypt. The confer-

ence seeks to address the environmen-
tal concerns present in adding coal to 
Egypt´s energy mix and finding ways 
to reduce harmful emissions. The con-
ference also plans to find ways to op-
timize coal energy waste and increase 
renewable energy production.

Sinai and Eastern Desert Tenders Held Back By Security Clearance   
The Egyptian Mineral Resources Authority (EMRA) is pre-
paring a new tender targeting the multiple locations and 
many different kinds of metals in the Eastern Desert and Si-
nai; announcement of the tender however is pending secu-
rity clearance. For his part Sherif Ismail, Minister of Petro-

leum and Mineral Resources announced that his ministry 
had completed the drafting of the mining law, adding that 
all what is remaining was the outlying question of private 
quarries, which was being studied by the Ministry of Local 
Development, as well as security clearance.

Egypt to Launch $3bn Tender to Import LNG   
Egypt is set to launch what is expected to be a highly sought 
after tender, buying LNG worth $3bn between the years of 
2016 and 2017, reported Reuters. The new quantities are 

expected to supply Egypt’s second LNG floating terminal. 
Egypt has emerged as a major new market for LNG as it 
looks to ease its worst energy crunch in decades. 

Egypt’s $7.5bn PetroChem Project Attracting International Banks    
Egyptian Investment Minister Ashraf 
Salman announced plans to carry out 
a petrochemical project worth $7.5bn, 
reported Amwal Al-ghad. The project 
is set to be built in the north west of 
Gulf of Suez, and in cooperation with 
the U.S. Export-Import Bank, Ex-
port-Import Bank of Korea (Korea Ex-

imbank). Salman pointed out that the 
Egyptian government cooperates with 
international financial institutions to 
make use of their experts in applying 
one-stop-window system to facilitate 
business establishment without inves-
tors having to visit several ministries 
for approvals and procedures.

No Location for Egypt’s 
Second LNG Terminal  

In early May, Egypt issued a five-
year tender for its proposed sec-
ond LNG terminal, reported In-
terfax Energy. It was originally 
decided to place the second LNG 
floating terminal in Ain Sokhna, 
which most news reported about 
the subject have clearly stated; 
however, finding a location for 
the second LNG floating terminal 
is still under consideration as it 
is proving to be difficult; poten-
tially a major delaying factor for 
the project. An industry source 
and former EGPC executive stat-
ed that Ain Sokhna is now too 
congested for a second termi-
nal. “There is limited access to 
the industrial area now. There is 
only one place available and the 
first terminal is already there. It 
takes quite some time to access 
Ain Sokhna now as the port is too 
congested,” he said. “Technical 
difficulties will handicap [finding 
a port for a second terminal].”

El-Molla: EGPC to Issue 
New Bid Round  

EGPC Chairman Tarek El-Mol-
la announced an upcoming bid 
round during a Roundtable on 
production optimization hosted 
by Egypt Oil & Gas on early May, 
reported Al Masry Al Youm. The 
bid round will be officially an-
nounced in the second half of this 
year and is said to include 12 to 14 
exploration blocks in a number of 
areas.
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“By 2050, the world is expected to con-
sume twice the energy, as fast popula-
tion continues to grow and the opportu-
nities for easy and accessible oil and gas 
are becoming less.”

Service providers and technology leaders 
in the market should be included in the 
risk-reward equation,” he said. “To opti-
mize your production, you need the tech-
nology and the brains.” 

We should urge contractors to exercise 
the right of the optional five years in the 
last six months of the contract.” 

CHOICE  Words 

Tarek el Molla
Chairman of EGPC

Mahmoud Shawkat
Director of Sales and Marketing Baker Hughes

Abed Ezz El-Regal.
Chairman of GUPCO

State-Owned Egypt Gas Company Loses 
EGP 17.3m 
Government-owned Egypt Gas 
Company reported a loss of EGP 
17.3m in Q1 of 2015, according 
to Daily News Egypt. The same 
company recorded a profit of EGP 
73.1m during the previous quarter 
last year. The main reason given for 
the significant loss is attributed to 

the unstable labor conditions the 
company faced as workers held a 
strike for a month—demanding 
better wages in accordance with 
earlier agreements. The company 
additionally attributes the losses 
to an increase in the level of pro-
duction.

Energy Issues to Affect Egyptian-Kuwaiti 
Cooperation Council 
The Egyptian-Kuwaiti cooperation 
council, a recently formed union, 
is in the process of pumping $4b 
worth of investment into Egypt 
within the coming years. The co-
operation is beginning with a $1.5b 
steel factory project to take place 
in Suez, and according to Egypt In-
dependent, Moataz al-Alfy, head 
of the Egyptian department in 
the Egyptian-Kuwaiti council said, 
“EGPC is currently assessing its 
ability to provide energy for the 

project.” This issue has the abili-
ty to affect the operations of the 
council and the planned invest-
ment. Council member Ahmed 
Mekky also revealed that a hold-
ing company will be established 
by Saudi, Kuwaiti, Emirati, and 
Egyptian investors to set up oper-
ations in multiple projects includ-
ing energy, real estate, financing, 
telecommunications, and infor-
mation technology. 

EGPC Increases Diesel Supply by 2000/Day 
in Anticipation of Fuel Demand Hike
EGPC raised the quantity of diesel 
fuel supplied to the local market 
to 40,000 tons from the origi-
nal 38,000 tons, adding an extra 
2,000 tons per day, reported Al-
Mal newspaper. This action was 
in response to rising domestic de-
mand, an EGPC official explained, 

adding that Egypt produces 
roughly 50% of its total diesel 
consumption. The remaining 50% 
is provided through international 
tenders. The official added that 
EGPC expects annual consump-
tion rates to rise 14m tons over 
the next year.

MESIA Helps Broker $500m Renewable 
Egypt Projects
The Ministry of Electricity and 
Renewable Energy (MERE) signed 
seven memoranda of understand-
ing (MOUs) worth $500m for a 
mix of renewable projects, report-
ed al-Ahram Weekly. The solar 
projects are for Binban (near As-
wan), while the wind farms will be 
in Zafarana on the Gulf of Suez. 
All seven projects are to be locat-
ed on government land and will 
add 320MW per day. The MOUs 
were signed with companies from 

Egypt, Saudi Arabia, and the Unit-
ed Arab Emirates. The agreements 
were inspired by the feed-in tariffs 
(FIT) policy that allows private 
producers to sell solar energy to 
government and be added to the 
national grid. The Middle East So-
lar Industry Association (MESIA) 
concluded all the deals. The FIT 
system was announced in October 
2014 and allocates land to wind 
and solar producers in return for 
2% of the power generated.

Egypt’s Renewable Sector Held Back by 
Currency Instability
Shortages in hard currency have 
so far held back renewable energy 
projects in Egypt, an International 
Finance Corporation (IFC) senior 
investment officer explained on 
the sidelines of the Middle East 
and North Africa Solar conference 
held this May in Dubai.
The IFC estimates that the total 
amount of investment needed 
for renewable energy projects in 
Egypt is between $7bn and $8bn, 
reported The National. Deutsche 
Bank also announced that there 
were some concerns about the 
low level of FX liquidity, adding 
however, that the balance of pay-
ments is expected to improve due 
to a pickup in tourism, Suez Ca-
nal revenue, and capital inflow. 
Lamya Youssef Abdel Hakim, the 
head of private projects at the 
Egyptian Electricity Transmission 

Company added that despite the 
current state of affairs, large de-
velopers are interested and ready 
to begin projects. It is believed 
that these large companies would 
be able to recycle local currency in 
other investment projects inside 
the country, she explained.

Investors in Egypt’s 
Renewable Sector Hope 
for Policy to Promote 
IPOs 

Many investors support the idea 
of issuing IPOs (initial public of-
fering) to stimulate investment 
in the renewable energy sector 
and save foreign currency, report-
ed Al-Mal newspaper. This is in 
response to the policy pursued by 
the Ministry of Electricity and Re-
newable Energy where firms op-
erating in alternative power that 
qualify for unified tariffs must 
place their shares on the stock 
market. These same investors ar-
gue, however, that the success 
of the IPO requirement depends 
on eliminating certain negatives, 
such as easing government pro-
cedures, and offering guaran-
tees for agreed-upon projects. 
The investors drew attention to 
the inability of local banking in-
stitutions to provide the needed 
financial resources in US dollars, 
which makes IPOs critical, adding 
that the success of the IPO sys-
tem is correlated to the ability to 
produce tangible results for the 
stakeholders of these alternative 
power projects.  

Solar Power Consor-
tium Launches 50MW 
Project with Foreign 
Partners 

In statements made to Al Mal 
newspaper, Chairman of Cairo 
Solar Hisham Tawfik announced 
the establishment of a consorti-
um between his company and the 
Engineering Consultants Group 
(ECG), the Egyptian Maintenance 
Company (EMC), the interna-
tional solar energy consultant 
Ibrahim Samak, and a number 
of other investors. The consorti-
um successfully launched a new 
company to implement a solar 
power plant project with a capac-
ity of 50MW. Total investment is 
estimated at EGP 15m, however, 
the total capital is projected to 
reach EGP 125m in the future. In 
addition, 49% of the company’s 
finances will be secured through 
the capital market via IPOs (ini-
tial public offerings). The newly 
founded firm will be named “Cai-
ro Solar Farm” and—according to 
Tawfik—his company has issued a 
letter of guarantee that accounts 
for 1% of the project’s value. Cai-
ro Solar Farm has received letters 
of intent from both Egyptian and 
European funders, including the 
International Finance Corpora-
tion (IFC), the European Bank for 
Reconstruction and Development 
(EBRD), as well as local banks.

African Development Bank to Fund Egypt’s 
Renewable Sector 

Egypt announced signing a grant 
agreement with the African De-
velopment Bank Group’s Middle 
Income Country Technical Assis-
tance Fund (MIC TAF), reported 
Zawya. The agreement will allow 
Egypt to receive three grants with 
total value of $4.6m. Egypt’s Min-
ister of International Cooperation, 
Naglaa Al-Ahwany has signed the 
agreement with Leila Mokaddem, 
AfDB’s Resident Representative in 
Egypt in the presence of Egyptian 
officials and a  high-profile dele-
gation from the AfDB’s. The first 
grant, worth US$1 million, will go 
for financing an irrigation project 
fueled by renewable energy, and 
undertaken by the Egyptian Minis-
try of Irrigation. The project aims 

to devise sustainable economic 
systems through using renewable 
energy as part of the country’s 
national programme to cultivate 
lands. The second grant, worth 
$1.8bn, will finance goals set by 
the Egyptian Agency for Devel-
opment Partnerships, notably to 
launch an information gateway 
about the investment opportuni-
ties and trade exchange between 
Egypt and African countries. The 
agency is an affiliate to the Min-
istry of Foreign Affairs that aims 
to boost Egypt’s trade ties with 
the African continent and the 
Common Market for Eastern and 
Southern Africa (COMESA) mem-
ber countries.
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BP Acquires DEA Stake in WND  
Only months ago, news of Egypt’s 
West Nile Delta (WND) deal 
broke headlines with an astound-
ing $12b promised investment 
with Egypt’s EGPC. However, 
one of the major partners of the 
deal—DEA Deutsche Erdoel—has 
farmed down its stake to only 
17.25%, reported Reuters, selling 
the remainder to the operator, BP. 
The WND includes two of Egypt’s 
deep-water concessions, North 
Alexandria and West Mediter-
ranean. The developmental pro-
gram is designed to produce 5tcf 
of natural gas, all of which will be 
fed into Egypt’s national grid. 

EGPC to Allow Private Sector to Use National 
Natural Gas Grid 
EGPC announced it will allow pri-
vate Egyptian companies to use 
the country’s national natural gas 
grid to transport imported gas 
for their own organizations, re-
ported El Ahram. Tarek El-Molla, 
Chairman of EGPC, stressed that 
the decision was made to help the 
industrial sector obtain a steady 

supply of gas in exchange for fees 
to use the facilities. He added that 
once the private sector is allowed 
to import natural gas, EGAS will 
establish a facility to govern the 
process of trading and importing 
of natural gas by private compa-
nies into Egypt.

ADNOC’s Contract to Supply Egypt with Gas Ends
Tarek El-Molla, Chairman of EGPC 
announced that ADNOC’s con-
tract with EGPC has come to an 
end; adding that the contract will 
not be renewed. EGPC had en-
tered into a contract with ADNOC 
to supply Egypt with $9b worth 

of petroleum products for a year; 
however, the company only ended 
up providing products amounting 
to $2b. No explanation was given 
for this change or indication of a 
resumption of negotiations.

Egypt Launches a $500m Power Plant in Qali-

yubia  
Egypt recently announced the de-
velopment of its newest power 
plant, with a 750MW capacity, re-
ported Reuters. Built in Qaliyubia, 
just outside of Cairo, and with a 
cost of $500m, the plant is part of 

the government’s plans to narrow 
the power supply gap. Power de-
mands become especially taxing 
on the country during the hot, dry 
summer months.

First Shale Gas Pro-

duction in Egypt  

In February 2016, Egypt will wit-
ness its first shale gas production 
on the hands of Royal Dutch Shell 
and American Apache, report-
ed Daily News Egypt. Production 
will be made from the Apollonia 
field in the Western Desert, where 
Khalda petroleum company will 
carry out the operations on be-
half of the two companies, where 
it will begin by drilling two ex-
perimental wells, data and pilot 
wells. Core samples and logging 
will be taken to study and evalu-
ate the field, said Tarek El Molla, 
Chairman of the Egyptian General 
Petroleum Corporation (EGPC). 
In December, the EGPC chairman 
signed an agreement with Apache 
and Shell Egypt with an invest-
ment value that ranges between 
$30m and $40m to produce 
shale gas. Construction works of 
surface facilities will start from 
September until December 2015, 
while the first well will be linked 
to the facilities by the beginning 
of January 2016.

BG Only to Transfer Use of Rosetta Off-
shore Facilities  
According to BG Group’s Q1 report 
on offshore activities, the compa-
ny will continue to hold rights to 
the Rosetta concession, report-
ed Offshore magazine. This is in 
spite of an agreement the com-
pany had signed previously with 
BP Egypt and DEA to hand over 
the right of use of the Rosetta 

onshore facilities from mid-2016 
onwards to process their gas from 
the infamous West Nile Delta 
Development (WND) starting in 
2018. The BG report also said that 
the company was also consider-
ing processing future gas through 
the offshore facilities at the WND 
project.

Petroleum Ministry: Shell Buyout of BG 
Will Have no Impact in Egypt
Sources at the Ministry of Petro-
leum and Mineral Resources told 
Youm7 that Royal Dutch Shell’s 
purchase of British giant BG 
Group will have no impact what-
soever on BG’s projects and its 
investments in Egypt. All foreign 
partners are contractually obli-
gated by the deals they signed 
with the ministry, regardless of 
whether stocks are sold or the 
entire company is bought. Sourc-
es also added that there was no 
backtracking over deals signed at 

the March economic summit.

TRANSGLOBE Drills New Well
TRANSGLOBE has completed digging a 
new oil-exploration well in its conces-
sion area in the Eastern Desert during 
the 2014/2015 fiscal year. 

NWG-16X 
The new well was drilled at a depth of 
4,540ft. utilizing the EDC-67 rig. Invest-
ments surrounding the project are esti-
mated to be $738,000.

BAPETCO Drills New Wells
BAPETCO, a joint venture company be-
tween EGPC and Shell, has completed 
digging a new oil-development and 
a new oil-exploration well in its con-
cession area in the Western Desert. 
The production rate of BAPETCO was 
1,259,168 barrels of oil as of April 2015.
QADR-13
The new development well was drilled 

at a depth of 5,078ft. utilizing the EDC-
72 rig. Investments surrounding the 
project are estimated to be $1 million.
OBA J9-A
The new exploration well was drilled at 
a depth of 13,400ft. utilizing the EDC-42 
rig. Investments surrounding the pro-
ject are estimated to be $3 million.

KHALDA Drills New Wells
KHALDA, a joint venture company be-
tween EGPC and Apache, has complet-
ed digging two new oil-development 
and one new oil-exploration well in its 
concession area in the Western Desert. 
The production rate of KHALDA was 
4,410,655 barrels of oil as of April 2015.
RIDGEWOOD-1X 
The new exploration well was drilled at 
a depth of 12,692ft. utilizing the ST-10 
rig. Investments surrounding the pro-
ject are estimated to be $1.338 million.
MEGHAR-10
The new development well was drilled 
at a depth of 12,500ft. utilizing the ST-6 
rig. Investments surrounding the pro-
ject are estimated to be $1.053 million.

WD 33-12
The new development well was drilled 
at a depth of 12,100ft. utilizing the 
EDC-50 rig. Investments surrounding 
the project are estimated to be $2.300 
million.

AGIBA Drills New Wells 
AGIBA, a joint venture company be-
tween EGPC and IEOC, has completed 
digging two new oil-development wells 
in its concession area in the Western 
Desert. The production rate of AGIBA 
was 2,064,994 barrels of oil as of April 

2015.
EMRY DEEP-14
The new well was drilled at a depth of 
10,305ft. utilizing the PDI-147 rig. Invest-
ments surrounding the project are esti-
mated to be $2.577 million.

RAML-31
The new well was drilled at a depth of 
6,300ft. utilizing the WF-161 rig. Invest-
ments surrounding the project are esti-
mated to be $775,000.

QARUN Drills New Wells
QARUN, a joint venture company be-
tween EGPC and Apache, has com-
pleted digging two new oil-develop-
ment wells in its concession area in the 
Western Desert. The production rate of 
QARUN was 1,231,253 barrels of oil as of 

April 2015.
HAMRA-13
The new well was drilled at a depth of 
5,800ft. utilizing the EDC-64 rig. Invest-
ments surrounding the project are esti-
mated to be $1.002 million.

E.BAH C-30
The new well was drilled at a depth of 
6,050ft. utilizing the ST-2 rig. Invest-
ments surrounding the project are esti-
mated to be $1.377 million.

PETROSAFWA Drills New Well
PETROSAFWA, a joint venture between 
EGPC and VEGAS, has recently com-
pleted drilling a new oil-developmental 
well in its concession area in the West-
ern Desert during the 2014/2015 fiscal 
year.

SABBAR-3H 
The new well was drilled at the depth 
of 5,800ft. utilizing the ST-4 rig. Invest-
ments surrounding the project are esti-
mated at $650,000.

PETROSILAH Drills New Well
PETROSILAH, a joint venture between 
EGPC and MERLON, has recently com-
pleted drilling a new oil-developmental 
well in its concession area in the West-
ern Desert. The production rate of PET-
ROSILAH was 189,584 barrels of oil as of 
April 2015.
N.SILAH 2-2
The well was drilled at the depth of 
8,500ft. utilizing the TANMIA-1 rig. In-
vestments surrounding the project are 
estimated at $1.400 million.
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Tunisia Strikes Oil and Gas in Zaafrane  
Oil and Gas Technology reported that Mazarine En-
ergy and ETAP have discovered oil in the Zaafrane 
permit in central Tunisia. “We are delighted to an-
nounce the first discovery in the Zaafrane permit,” 
announced executive chairman Edward van Kersber-
gen of Mazarine Energy. “The Cat-1 well is not only a 
success in its own right; it also upgrades the resource 
potential of a string of prospects in this large permit, 
notably DGH-1, our next well in the sequence. We 

look forward to the fast-track development of this 
discovery,” he added. The Cat-1 well’s initial output 
was 4,300 b/d of crude and 395,000 cm of natural 
gas during a production test. Cat-1 is meant to test 
the Ordovician Al-Hamra and Al-Atchane forma-
tions. The Zaafrane permit is 5,168 square kilometers 
and lies within a region with a proven track record of 
oil and gas production.

New Controversy Surrounds Israel’s Tamar Field Supplies  
Haaretz reported that Noble Energy has warned its 
customers that it may have to resort to the “inter-
ruptible contract” clause in its contracts with them 
thanks to the offshore Tamar gasfield pipeline reach-
ing its capacity. The clause allows Noble to only de-
liver limited quantities, at its own discretion, without 
having to compensate customers for non-delivery. 
Noble was representing its partners in this move—
Alon, Delek Group, and Isramco. Its Tamar partners 
confirmed this warning in a statement made to The-
Marker: “In the gas contracts we signed years ago 
it was stated that because of capacity limitations, 
a mechanism could be put into effect that with the 
addition of new customers, for instance Dalia Power 

Energies, some of the agreements will transition to 
an interruptible basis,” adding that they had already 
“informed the relevant customers on the transition 
to this model.” In a further development, energy 
sources told Haaretz on condition of anonymity that 
Israeli natural gas consumption had actually been 
lagging behind forecasts, possibly leaving the coun-
try with a surplus. They also revealed that there was 
no reason to believe that the Tamar gasfield pipeline 
had reached its maximum capacity. Previously the Is-
raeli Electricity Authority had singled out the clause 
as an example of “imbalance in the distribution of 
risks between the buyer and seller of gas that impose 
extra costs on the public.”

Spain’s Natural Gas Fenosa to Expand Supply to Consumers Amid 
New Regulations
Natural Gas Fenosa—Spain’s biggest integrated 
natural gas and electricity utility—is re-focusing 
its efforts on Spanish consumers after a regulato-
ry shake-up earlier this year, Platts reported. The 
company has set a target of adding 150,000 new 
consumers to its distribution network this year, an 
increase of 3%. The company has increased invest-
ment in electricity production 40% compared to Q1 
of last year, and is on track to spend over $60m on 
gas distribution this quarter as well. Spain has one 
of the lowest natural gas penetration rates in the 
EU—only 27%—compared to the average rate of 
about 59%. The utility has remained insulated from 
the effects of low oil prices by flexibility in contract 
terms allowing it to pursue more attractive terms. 
This same flexibility has allowed it to weather gas 
pipeline shortages from North Africa as instability 
in Libya continues to wreak havoc with markets. The 

company has responded to these shortages by im-
porting more LNG.

Australian Solar Energy Scientists Helping Cyprus Reduce Oil De-
pendency
The Guardian reported that scientists from the 
CSIRO, Australia’s national science agency, have 
successfully designed and installed a “solar thermal 
field” in Pentakomo, located in south Cyprus. It con-
sists of 50 heliostats, giant mirrors that reflect rays 
from the sun towards a single point at the top of a 
tower to heat molten salt. “The question about so-
lar is always about storage at night-time,” said Wes 

Stein, CSIRO’s solar research leader, explaining that 
the “liquid is cheaper and more efficient than batter-
ies, such as those made by Elon Musk. We can gener-
ate steam for electricity on a cloudy day.” CSIRO had 
previously won an international tender to try out its 
technology in Cyprus as part of the country’s plans 
to reduce its dependency on oil and gas. The Cyprus 
project has so for provided CSIRO with $500,000.

Eni´s Libya Output Tops Pre-War Levels
Eni SPA has reached the 300,000 b/d mark in Libya, 
increasing output above pre-civil war levels despite 
continuing unrest in the country. The number rose 
from 280,000 b/d that Eni produced before the 
ousting of former leader Muammar Qaddafi in 2011. 
Eni remains Libya´s biggest oil producer and one of 

the few foreign companies which are still operating 
in the midst of strikes, terrorist attacks, and fighting 
between rival governments. Eni CEO Claudio Des-
calzi said he is confident the situation in Libya will 
improve and that oil prices will rise to $70 by 2016.

Serbia Eager to Join Turkey as Pipeline Partner for Russian Gas
“Europe cannot do without Russian gas,” said Ser-
bia’s Minister of Foreign Affairs Ivica Dacic after 
announcing his country’s readiness to sign onto 
the Turkish Stream pipeline project, reported Inter-
national Business Times. Dacic made these remarks 
at a news conference in Belgrade after holding talks 
with his Russian counterpart Sergey Lavrov. “We 
would not like to find ourselves in a situation in sev-
eral years, when we will have to look for those who 
are to blame for the fact that winter has come and 
there are no more gas supplies via Ukraine,” he add-
ed. Previously Serbian President Tomislav Nikolic had 

announced that his country would not receive gas 
through the pipeline. Dacic’s statements thus rep-
resent a major reversal of policy given that Serbia 
intends to join the European Union and so is com-
mitted to a common foreign policy, with reference 
to EU sanctions against Russia. The Turkish Stream is 
an alternative to the original Russian-Turkish South 
Stream pipeline plan that the European Commission 
blocked, claiming that Gazprom’s plans were not in 
line with EU laws. South Stream would have carried 
gas to Slovenia, Serbia, Hungary, and Italy with nat-
ural gas via Bulgaria.

East Libyan Production Undaunted, Claims 
AGOCO Spokesman
A company spokesman for Libya’s state-owned Arabian Gulf Oil Com-
pany (AGOCO) insisted that his firm is still producing about 270,000 
b/d of crude, reported Reuters. “We are facing no problems at all,” 
he said in reference to AGOCO’s Hariga export port and the Sarir and 
Messla oilfields. Previously the Hariga port closed several times thanks 
to a pipeline blast and protests by locals demanding employment. Such 
job protests have persisted in the Zueitina port; blocking exports there. 
According to Reuters, and other sources such closures have reduced the 
country’s output to around 380,000, compared to its original peak of 
1.6 million b/d in 2010 prior to the anti-Qaddafi revolution.

Eni Subsidiary to Link with Gazprom Pipe-
line Via Turkey
OAO Gazprom South Stream deal with Italy’s biggest oil and gas con-
tractor Saipem SpA, controlled by Eni SpA, is back on track, reported 
Bloomberg. Saipem will begin laying the pipes for the new route to Tur-
key in June. Gazprom and Saipem are now in talks over the terms of the 
contract, said Gazprom management board member Oleg Aksyutin. He 
did not comment, however, on the total cost of the project, saying in-
stead that the plan to build the first link of the Turkish pipeline would 
be complete by the end of 2016. Saipem had two contracts for the origi-
nal South Stream worth 2.4 billion euros ($2.7 billion) before the project 
was scrapped by Russian President Vladimir Putin.

Libyan Instability to Add to OMV Profit 
Shortfall 
Austrian energy group OMV ex-
pects the security situation in 
Libya to contribute to the decline 
of its profits margins, reported 
Reuters. OMV’s Q1 profit fell by 
half—to 333 million euros ($380.3 
million). The main cause attribut-
ed to this was low oil prices and 
refining overcapacity in the Euro-
pean market. Previously violence 
in Yemen had forced the company 
to declare force majeure on all its 
blocks there. OMV also said that it 
had entered into oil price hedges 

for the period stretching from July 
2015 and June 2016, for a volume 
of 50,000 b/d, in anticipation of 
further output declines.

Korean Shipbuilder in Double Greek Suez-
max Class Oil Tanker Deal 

South Korea’s Daewoo Shipbuild-
ing & Marine Engineering Co. 
(DSME) won an order to build two 
large crude oil carriers for Maran 
Tankers, an affiliate of the Greek 
shipping giant Angelicoussis Ship-
ping Group, reported Business Ko-
rea. The deal was for two 156,000 
DWT crude oil tankers that will 
be constructed at Daewoo’s Okpo 
Shipyard and measure in at 274m 
in length, 48m in width, and 
23.7m in depth. This is Suezmax 
Class (130,000-150,000 DWT), 
the largest measurements capa-
ble of passing through the Suez 
Canal. Jung Sung-leep, president 
of the DSME, and John Angeli-
coussis, president of Angelicous-
sis Group, were at Athens signing 
ceremony.The tankers are expect-
ed to be completed and shipped 
in 2017. Jung Sung-leep said at the 
ceremony, “Strengthening the 

trust with existing customers is 
a start to secure the competitive-
ness of a company. Via close co-
operation with the union, we will 
return their trust by delivering 
top quality vessels right on time.” 
Jung first deal with Angelicoussis 
Group goes back as far back as 
2004, through two contracts, first 
to build a liquefied natural gas 
(LNG) carrier and then a huge liq-
uefied petroleum gas (LPG). With 
this latest deal in May, Angeli-
coussis Group has ordered a total 
of 82 vessels. 26 of Angelicoussis’s 
ships are being built at the Okpo 
Shipyard and by DSME’s Romani-
an subsidiary, Daewoo-Mangalia 
Heavy Industries. As for the Kore-
an company, this latest deal rep-
resents revenue stream totaling 
at $1.72bn (1.89 trillion won) for 12 
vessels.
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Turkmenistan to Supply Natural Gas to European 
Union by 2019
The European Union seeks to import nat-
ural gas from Turkmenistan by 2019 in an 
effort to lessen its dependence on Russia 
for energy supplies, reported Reuters. Cur-
rently Europe relies on Russia for roughly 
a third of its gas needs, yet the latter’s an-
nexation of Crimea and invasion of Ukraine 
has forced the EU to search for alternative 
sources to meet their gas demand. Turk-
menistan has the world’s fourth-largest 
reserves of natural gas and is seeking to 
diversify fuel exports from Russia, report-
ed Reuters. Talks of an EU energy union 

consisting of a single market for power and 
gas based on a network of member states, 
would add to Turkmenistan’s goal of steer-
ing exports away from the Russian market. 
Turkmen gas to Europe will cross the Cas-
pian Sea via the “southern gas corridor”, 
which includes Azerbaijan and Turkey. De-
spite tension between Russia, Kazakhstan, 
Turkmenistan, Iran, and Azerbaijan over 
the Caspian Sea—Turkemenistan and Tur-
key have agreed to build the Trans-Anato-
lian natural gas pipeline project (TANAP). 

Saudi Arabia´s Aramco Invests $80 Million Over-
seas
Saudi Arabian Oil Company, the world’s 
largest oil exporter, will invest between 
$70 and $80 billion on overseas acqui-
sitions in the next five years. Aramco´s 
overseas investments will further their 
goal of spending $150 billion at home and 
internationally through 2019, with a par-
ticular focus on Asia, reported Bloomberg. 
Saudi´s Aramco is attempting to become 
the world’s largest oil and chemicals pro-
ducer by the end of the decade through an 
expansion of refining and petrochemicals. 
Last year, the oil giant bought a $2 mil-

lion stake in S-Oil Corporation, South Ko-
rea´s third largest oil refiner, in addition to 
having joint venture operations in China, 
South Korea, Japan, and the United States. 
With the recent decline of oil prices; merg-
ers and acquisitions activity in the energy 
industry has increased by 58%, jumping to 
$355 billion in 2014, a step oil companies 
like Emirates National Oil Company, Ku-
wait Foreign Petroleum Exploration Com-
pany, and Aramco are keen on expanding.

Brazil Turns to the US for Atlantic Drilling
In the wake of the biggest oil industry scan-
dal of all time, Brazil’s Petrobras is turning 
to the US for assistance in developing re-
serves in the Atlantic, reported Forbes. 
Energy Minister Eduardo Braga and the 
National Oil and Gas Agency have request-
ed help to develop Brazil’s rich deep-water 
reserves off the coast of Rio and Sao Paulo. 
Petrobras maintains tight control of the 
mega oil fields and invites international 
players to drill only through complex part-
nerships and high stakes. Since Petrobras’s 
decision to cut costs, Brazil may have no 
other option than to offer more balanced 
partnerships with international oil com-
panies. Braga and Petrobras managers 
planned to discuss equipment solutions 

for Atlantic drilling at the recently-held 
Offshore Technology Conference in Hou-
ston. 

Nigeria Cuts Fuel Subsidy as Oil Prices Drop
Nigeria will cut petrol subsidies by 90% to 
alleviate stress to government budgets—
hard-hit by the drop in oil prices, report-
ed Reuters. Despite reducing the burden 
imposed by oil subsidies on public financ-
es, the government risks worsening a fuel 
crisis in Nigeria. Major cities across the 
country are facing gasoline shortage as oil 
importers juggle with unpaid government 
subsidies, a depreciating local currency, 
and tighter credit lines resulting from low 

crude prices. Nigeria is unable to refine the 
oil it produces and must resort to import-
ing 40m liters of gasoline per day due to 
its crumbling infrastructure. The plan is to 
phase out subsidies completely in upcom-
ing years, from 408.68b Naira next year 
and 371.18b Naira for 2017. Nigeria’s budget 
remains tight and officials are skeptical of 
worsening a cash shortage, but ultimately, 
the subsidy cut seeks to encourage invest-
ment in local refining. 

Brazil’s Petrobras Bests Forecasts with $1.8 billion 
in Profits
Brazil’s Petroleo Brasileiro SA beat ana-
lysts’ forecasts by recording almost no 
change in profits from a year ago, in part 
due to the end of fuel subsidies that miti-
gated the plunge in crude prices. Petrobras 
has undergone a period of changes as a 
massive corruption scandal forced near-
ly all top executives to resign, cut invest-
ments, and halt activities. After a $9b loss 
in Q4, Petrobras is attempting to regain 
investors’ confidence. The oil company 
increased its crude output by 11%, which 
remained unhurt by the decline in crude 
prices. However, the end of fuel subsidies 

has saved Petrobras a considerable sum, a 
move in the right direction as Petrobras is 
the world’s most indebted major oil com-
pany. 

Venezuela Pushes for New Deal with OPEC and Non-
OPEC Nations 
In the midst of a severe recession, Venezuela is 
pushing for a new agreement between OPEC 
and non-OPEC nations with the hope of sta-
bilizing oil prices, reported Reuters. During a 
meeting with Qatar’s emir, Venezuelan Pres-
ident Nicolas Maduro said, “We are currently 
working on a deal that hopefully can materi-
alize in June regarding an announcement be-

tween OPEC and some of the important (oil) 
producers in the world to finish stabilizing the 
market in the second half of the year.” The move 
is being viewed as an attempt by Venezuela to 
boost oil prices back to $100 per barrel. The Lat-
in American country has struggled to deal with 
the price decline, as crude royalties account for 
a significant portion of the national budget.

Renewed Drilling Plans Near BP Oil Spill Epicenter Spark 
Concern  
A Louisiana company was given permission last 
month to resume drilling in the Gulf of Mexico 
near the Macondo well, a well that was respon-
sible for the 2010 BP oil spill that killed 11 people 
and released 172m gallons of crude oil into the 
water, making it the United States’ worst oil 
spill to date. Federal regulators approved LLOG 
Exploration Offshore LLC for drilling near the 
well as the oil industry continues to push deep-

er into the gulf with the hope of exploring un-
tapped reservoirs. Despite renewed confidence 
in gulf drilling, critics claim that not enough 
has been done to ensure that another disaster 
can be avoided. Even by LLOG’s own estimates, 
their worst-case scenario for an uncontrolled 
blowout would unleash 252m gallons of oil into 
the gulf. If this occurred, it would be more dam-
aging than the 2010 spill. 

China Service Company Completes Deep-water Test in 
South China Sea  
In a press release, China Oilfield Services an-
nounced that its HYSY709 geotechnical vessel 
has completed a full course of in-situ cone pen-
etration testing (CPT) in the South China Sea 
for the very first time, reported Rigzone. This 
was conducted at a depth of 4,557 feet (1,389 
meters), reaching a penetration depth of 109 

feet (33.24 meters). CPT is used for deep-water 
surveying and works by continuously testing 
underwater sediments on the sea floor to see if 
the geotechnical parameters meet the require-
ments needed for installing undersea structure 
foundations. It also is meant to investigate the 
risk of deep-water submarine landslides.

China’s Zhongman wins $526.6m Drilling Deal for West 
Qurna 2 Oilfield  
China’s Zhongman Petroleum and Natural Gas 
will drill 66 production oil wells in Iraq at West 
Qurna 2 for $526.6m, reported Reuters. The 
contract will extend a little over two years and 
will place Zhongman in a field belonging to Rus-
sia’s Lukoil. West Qurna 2 is one of the largest oil 
fields in the world, with a production capacity 
of over 400,000 b/d. Actual production, how-
ever, is less than 350,000 b/d. The Iraqi cabinet 
approved the deal as part of its plans to better 
develop the country’s oilfields.

Ziebal Achieves Largest Ever Collection of Data in Oil & 
Gas History 
Oil and Gas Technology reported that Ziebel, a 
company that provides specialist well interven-
tion services, completed what is believed to be 
the largest-ever collection and transfer of data 
in the history of oil and gas. This was over an 
eight-month period and involved 1,708 tera-
bytes of data, transferred after compression 
onto five of Ziebel’s NAS servers, each with 36 
hard drives. Each server has a 120 terabyte ca-
pacity and measure in at 6.88 inches (17.5 cm) 
by 18.89 inches (48 cm) by 27.93 inches (71 cm). 
The data will remain on these servers until fi-
nally uploaded for analysis, to be used to man-
age and develop wells in the future. The collec-
tion was carried out over well operations in the 
North Sea. Ziebel employed its fibre optic com-
posite rod technology, the Z-System, to access 
and visualize wellbores in real-time. The infor-
mation captured has applications ranging from 
well flow optimization, integrity risk control, 
reservoir modelling, and enhanced oil recovery. 
It also helps keep interruption in production to 
a minimum. The volume of data has become so 
large, explained Oil and Gas Technology, that 
information can no longer be transferred as 
before through an e-mail attachment or a USB 
stick.  The technologies involved in collection 
are also undergoing continuous advances in a 
highly competitive market. Compiling and mov-

ing such data posed an “interesting challenge,” 
said Roger Sambrook, Global Account Manager 
for Ziebel. “What made this operation unique 
was its sheer size – I doubt that a bigger transfer 
has ever been carried out in the oil and gas in-
dustry.  Its size did not overwhelm us, however.  
I’m delighted that we were able to demonstrate 
our ability to not only collect, but transfer data 
of this volume and type, especially because 
these challenges will soon become common-
place in our industry,” he added.
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China to Develop Second Phase of Shared 
Iran-Iraq Oilfield
Abdol-Reza Haji Hosseinnejad, man-
aging director of Petroleum Engi-
neering and Development Company 
(PEDEC), announced that China Na-
tional Petroleum Corporation Inter-
national (CNPCI) has agreed to de-
velop the second phase of the North 
Azadegan oilfield which it shares 
with Iraq, reported Press TV. “CNPCI 
has agreed to produce 25,000 b/d 
in the second phase,” he said, add-
ing that North Azadegan is being 
developed on the existing buyback 
deal system. This agreement states 
that the host government will pay 
the contractor for the entire vol-
ume of hydrocarbons the contrac-

tor produces, whereas the new sys-
tem being drafted by the Petroleum 
Ministry—Iran Petroleum Contract 
(IPC)—will set up joint ventures with 
international companies to receive 
a share of output as pay. “We have 
announced to [foreign] companies 
that we can draft agreements and 
postpone their finalization to be af-
ter the lifting of sanctions, and once 
they have accepted,” Hosseinnejad 
explained in reference to the still 
anticipated IPC system. The IPC con-
tract will be introduced at a major 
Iranian oil conference to be held in 
London in September, Hosseinnejad 
added.

Saudi Chevron Cuts Oil Production at 
Wafra Fields
Saudi Arabia Chevron began to shut 
down production at the Wafra oil 
fields, stopping 250,000 barrels 
from entering world markets, re-
ported Bloomberg. The reasons be-
hind the decision have to do with 
the difficulty of obtaining work per-
mits and bringing equipment to the 
fields, which lie in a neutral border 
zone between Kuwait and Saudi Ara-
bia. A halt at Wafra comes at a good 
time for oil prices as it may ease the 
global supply glut that has driven oil 
prices down since July of last year. 
Kuwait´s government stopped issu-
ing or renewing permits in February, 
despite the field’s high production 
rate of 180,000 b/d. Saudi Arabia 
also halted operations at the Khafi 
offshore fields, located in the same 
zone. Chevron´s $40b Wafra project 

accounted for the only international 
oil company producing in Saudi Ara-
bia or Kuwait. Chevron´s concession 
in the shared border zone runs until 
2039. 

Oil Price Slump Prompts GCC Tax Re-
forms, IMF Advice
The Gulf Cooperation Council’s Fi-
nancial and Economic Cooperation 
Committee adopted a draft agree-
ment regarding the introduction of 
a Value Added Tax (VAT) to be en-
dorsed by member governments, 
reported Trade Arabia. This hap-
pened at a GCC meeting in Doha and 
marks a major break from the orig-
inal low taxation policy adhered to 
in the region. GCC officials believe it 
would be best to apply the policy si-
multaneously in the member states 
because of the high level of integra-

tion the region enjoys. The idea has 
been pitched before but member 
states have shied away from taking 
this move, relying instead on oil and 
gas for 80-90% of their state reve-
nues. Kuwait’s Minister of Finance 
Anas Al-Saleh said that a given time-
frame for VAT had yet to be agreed 
on, adding that the GCC also asked 
the International Monetary Fund to 
prepare studies of the effects of low 
oil on the financial stability, domes-
tic energy prices, and tax policies of 
member states. 

Oman Oil Company Restructuring; Pri-
vatizing

Oman Oil Company’s (OOC) CEO 
Issam Al-Zadjali said that the state-
owned energy investment firm 
would announce a new structure lat-
er this year, reported Reuters. “With 
the new structure, the company will 
be focusing more on Duqm, man-
aging our international assets and 
selling some of our assets by pri-
vatizing some of OOC’s daughter 
companies,” he said. He did specify, 
however, which assets would change 
hands. OOC has interests in petro-

chemicals, power generation, ship-
ping, and oil exploration and pro-
duction. Zadjali also announced that 
OOC would sign agreements with 
one of Oman’s sovereign wealth 
funds; including the State General 
Reserve Fund (SGRF). “We are look-
ing to co-manage SGRF’s and OOC’s 
international investments, whether 
they are in the energy sector or any 
other sector, through the current 
SGRF office in Tanzania,” he said.

Saudi Arabia Oil 
Tanker Rates Rise 
as Supplies In-
crease from Iraq 
Rates for the world’s biggest oil 
tankers rose to the highest since 
January as Saudi Arabia and Iraq 
accelerated shipments, reported 
Bloomberg. Saudi Arabia shipped 
2m barrel cargoes of crude to Japan, 
while Iraq crude oil exports rose to 
3.75m b/d, compared to 700,000 
b/d in April. The rate oil companies 
pay to charter the very large crude 
carriers, or VLCCs, increased 9.1% in 
Worldscale points, a measure used 
to calculate per-ton-freight costs 
on trade routes. China, the second 
biggest economy imported a record 
amount of crude in April, bringing in 
an equivalent of 7.4 million b/d. “Re-
cord Saudi exports and record China 
imports equal strong VLCC demand 
and rates,” Jonathan Chappell, an 
analyst at Evercore ISI in New York, 
told Bloomberg. “This type of spike 
shows how tight the market is.”

US Shale Hedging Against OPEC Price Fluctuations
Reuters reported that US shale produc-
ers are buying up three-way collars and 
other futures options in anticipation of 
oil prices for the next two years. The tar-
get price range is between $45 and $70 a 
barrel. In 2015 the shale sector was 50% 
less protected compared to 2014. Pio-
neer has already hedged 90% of its 2015 
production and 60% of 2016, with fur-
ther hedging planned for 2017. They are 
also planning more rigs in the Permian 
Basin this year. According to Commod-
ity Futures Trading Commission data, 
both oil producers and consumers have 
amassed the largest net short position 

in American oil options and futures 
since 2011. This is expected to encourage 
drilling and maintain shale revenues re-
gardless of the effect of OPEC produc-
tion on oil prices.

US Shale Producers Refocusing; Abandoning Less 
Profitable Wells
According to Goldman Sachs, US shale 
oil drillers are moving their rigs to more 
productive areas, a practice referred 
by the industry as “high grading.” Pro-
ducers are sacrificing these less pro-
ductive wells in an effort to stabilize 
production, reported Reuters. Analysts 
at Goldman Sachs also estimate that 
American oil production growth will 

reach 185,000 b/d by Q4, based on the 
current rig count, showing only a slight 
decline between the second and third 
quarter. Baker Hughes also said that 
the fall in US oil rig count had slowed 
recently, implying that the original col-
lapse in drilling may finally be ending, 
with a recovery in oil prices expected.

Tokyo Gas To Invest More in U.S. Shale Gas
Japan’s biggest gas utility, Tokyo Gas 
Company, plans to invest more in US 
shale gas production as a backup to 
planned US LNG imports. The company 
has signed contracts for 1.9m tonnes 
per year of LNG from US producers and 
is planning to tap into the upstream 
sector. In 2013, Tokyo Gas turned to 

shale and finalized a deal for 0.35 mil-
lion to 0.5 million tonnes per year of gas 
output from Texas’ Barnett Basin shale 
gas field. Imported US gas to Asian 
markets has lost some of its competi-
tiveness under low crude prices, forcing 
companies to offer attractive incentives 
to investors.

ExxonMobil and Shell Still Committed to Columbian Shale, Minister Says 
Says “What we’re seeing in the shale 
area is that the prospectivity is in-
teresting enough for some of the 
companies to go forward,” Colom-
bia Mines and Energy Minister Tomas 
Gonzalez told Bloomberg in an inter-
view. “I would expect at least three or 
four blocks will move forward. I hope 
at least two of these blocks move this 
year.” The comments were made in 
reference to Royal Dutch Shell and 

Exxon Mobil’s new shale projects 
in his country. Both companies are 
about to present environmental im-
pact assessment to the Colombian 
authorities, Gonzales added, under-
lining their commitment to shale 
exploration despite the internation-
al oil price slump. It was not just oil 
prices that would determine the fate 
of Colombia’s shale prospects, he ex-
plained, service industry costs and the 

quality and size of the fields are just 
as important. According to the U.S. 
Energy Information Administration, 
Colombia has an estimated 6.8b bar-
rels of recoverable shale-oil, placing 
it just behind Argentina and Vene-
zuela. Gonzalez went on to say that 
unconventional energy sources could 
eventually account for a quarter of his 
country’s oil reserves and half of its 
gas reserves.

OPEC Winning Back Market from Shale, Says Qatar Petroleum Chief 
Reuters reported that Qatar Petrole-
um International (QPI) CEO Nasser 
Khalil Al-Jaidah explained that de-
mand for OPEC oil was likely to im-
prove in the coming period, as prices 
below $100 will hinder the growth 
of shale oil. He made these remarks 
while talking about the company’s 
plans to restructure thanks to the af-
fects of oil prices, adding that QPI’s 
international projects would be 
evaluated in relation to geopolitics, 
oil prices, and “current challenges,” 

without elaborating on 
what he meant by these 
terms. He also expects 
oil prices to rise, but un-
likely reaching the $100 
level. He made these 
statements to the state 
news agency QNA. QPI 
is the international sub-
sidiary of state-owned 
Qatar Petroleum (QP).

Indonesia Awards Three Shale Gas Blocks
Naryanto Wagimin, upstream direc-
tor at Indonesia’s Energy and Mines 
Ministry, announced that eleven 
blocks were awarded to major oil 
and gas companies, reported Platts. 
Eight blocks were conventional and 
three were shale gas blocks, with the 
winning companies investing a total 

of $144.25m to carry out exploration 
activities over a three-year period. The 
Indonesian government will receive 
$12m in signature bonuses alone. The 
country’s energy ministry estimates 
for unconventional reserves are 574 
tcf of shale gas and 453.3 tcf of coal-
bed methane. The shale gas company 

winners are Bukit Energy, New Zea-
land Oil, Pertamina, and Petroselat. 
The eight conventional blocks were 
originally out of a list of thirteen of-
fered last year. Indonesia’s proven re-
serves are 3.7b barrels of oil and 101.54 
tcf of gas, with 334.5 tcf of potential 
gas.
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Shell and Total Coordinate on Refining, Trading  
Oil majors Royal Dutch Shell and To-
tal have taken another step towards 
coordinating their separate refining 
and trading operations in response to 
low oil prices, reported Reuters. “We 
are completing staff consultation and 
finalizing the design of the proposed 
change,” a Shell spokesman said. Shell 
is planning to move traders from Lon-
don, Dubai, and Singapore to Rotter-
dam, where it has a major refinery op-
eration, as well as lay off more traders 
to cut costs. Total is doing the same in 
Geneva while restructuring its refining 
businesses to expand its product line 
to fuels like biodiesel and low-sulphur 
marine gasoil. This will give them the 
opportunity to process several kinds 

of crude oil and quickly leverage prof-
its from different prices, while a big-
ger team of dealers can protect profits 
from price volatility, sources in Total 
told Reuters. Previously Shell and To-
tal had announced better than expect-
ed Q1 profits as a result of these on-
going efforts. “As traders grew assets 
in downstream, majors realized there 
was a lot of money to be made on opti-
mization. So to a certain extent, trad-
ing houses encouraged us to change,” 
an anonymous source told Reuters. 
Energy brokerages Vitol and Gunvor 
have already bought refining plants in 
Europe in an effort to compete with 
companies like Shell and Total.

Former Pipeline Inspector Ordered to Pay $19.3m 
for Jet Fuel Leak   
Downstream reported that Randy 
Jones has been ordered by federal US 
prosecutors to pay $19.3m and serve 
five years’ probation after having 
pleaded guilty to the General Mitchell 
International Airport jet fuel leak that 
took place three years ago. No details 
were forthcoming as to when he re-
ceived the sentence or which federal 
judge handed it down. Jones worked as 
corrosion coordinator for Shell Pipe-
line Company from 2010 to 2012 and 
was the person in charge of an under-
ground Shell pipeline that supplied 
General Mitchell with jet fuel. In 2011 
he failed to remedy a problem with 
malfunctioning corrosion-prevention 
equipment used for the pipeline. He 
afterward tried to cover up the actions 
by entering false readings into Shell’s 
computer system prior to an audit, 
leading to 9,000 gallons of jet fuel 

leaking out, melting asphalt at the 
airport and polluting the surrounding 
environment. Cleanup costs totaled 
$19.3 million, the amount of his fine.

Iranian Firm Contracts to Build Oil Refineries 
Around the World
The National Iranian Oil Refining and 
Distribution Company (NIORDC) re-
cently signed an MOU with a Brazilian 
firm with the intention of building a 
new oil refinery in the South American 
country, reported Iranian Press TV. The 
refinery is expected to have a capacity 
of about 300,000 b/d. New refinery 
projects were also recently announced 
in a joint venture with an Indian firm. 
India is currently the largest consumer 
of Iranian oil behind China. These ini-
tiatives are aiming to expand and in-

crease market consumption of Iranian 
oil as the country struggles to expand 
its oil exports worldwide. The oil in-
dustry is expecting a boom in produc-
tion in Iran after the country unveils 
its new production agreement model, 
widely anticipated to be detailed in a 
London conference in September. Iran 
is opening up to more investment as 
the US Treasury Department is remov-
ing economic sanctions placed on the 
nation over its nuclear program.

German Steelmaker to Resume Pipeline Supply 
to Russian South Stream Project
German steelmaker Salzgitter re-
cently announced that its Europipe 
joint venture with Dillinger Huetten-
werke would once again be supplying 
150,000 tonnes of pipes to Gazprom 
for the newly revived South Stream 
gas pipeline project. Negotiations 
would begin immediately, reported 

Reuters. Russia originally cancelled 
the project due to EU pressure over 
active Russian involvement in Ukraine. 
However, South Stream would have 
completely bypassed Ukraine, trans-
porting Russian gas to western and 
southern Europe via the Black Sea and 
Bulgaria.

Indonesia’s $2.8b LNG Plant Not Subject to Cost 
Recovery
Indonesia’s Donggi Senoro LNG 
plant was successfully completed 
and built at a cost of $2.8b, report-
ed the Jakarta Post. The plant will 
receive gas from the Senoro-Toili 
and Matindok blocks, with planned 
gas outputs of 250m and 85 cf/d re-
spectively. This is Pertamina’s fourth 
LNG plant but the first of its projects 
developed through a downstream 
business plan, separating gas pro-
duction (upstream) from LNG pro-
cessing. The investment, moreover, 

is not subject to cost recovery from 
the state budget. Pertamina has a 
29% share of the project. The Korea 
Gas Corporation holds 59.9% with 
Sulawesi LNG Development Ltd. 
(owned by the Mitsubishi Corpora-
tion), and PT Medco LNG Indonesia 
has 11.1%. The plant is to be fully 
equipped with an LNG storage tank, 
LNG liquefaction train, and a jetty 
and gas turbine generator. 

Iran Refinery Project 
Targets Asian Down-
stream Market
Iran has announced plans to add 
480,000 b/d worth of process-
ing capacity to its Siraf refinery, 
reported Bloomberg. The project 
will cost $2.8b and will take three 
years to complete. The objective 
is to process condensate into ex-
portable products for the Asian 
marketplace. Private Iranian com-
panies will use their own funds to 
build the new processing plants, 
explained Ali-Reza Sadegh-Abadi, 
managing director of Siraf Refiner-
ies Infrastructure Company and co-
ordinator of the project. “Around 
60% of Siraf’s gas condensate will 
be turned into naphtha, which is 
the basis for the production of 
plastic-based products,” Sade-
gh-Abadi added, saying that more 
and more of the products will be 
exported to chemical-makers in 
Asia. Olivier Jakob, managing di-
rector of Zug, Switzerland based 
Petromatrix told Bloomberg, “In 
the long term, Iran wants to move 
more into selling refined products 
and having joint-venture refiner-
ies abroad,” as part of their plans 
to diversify away from crude. “It is 
strategic for them,” he explained, 
a move that will help better shel-
ter them from the effects of sanc-
tions. 

UNIDO to Transform Dubai into Regional R&D and Service Hub 
for Renewable Energy
The Dubai Supreme Council of Energy signed 
an agreement with the United Nations In-
dustrial Development Organization (UNIDO) 
to establish a regional center for sustainable 
energy, as well as research and development 
(R&D), reported Zawya. The center will be the 
first of its kind in the region to both carry out 
research and provide services to the business 
sector, including training and advice on invest-
ment both regionally and globally. The objec-
tive is to create a, “technology-transfer inno-

vation ecosystem that would allow them to 
thrive and build successful business models,” 
said Pradeep Monga, Special Representative 
of the Director General of UNIDO on Energy, 
and the director of the organization’s ener-
gy branch, in a press release. Locally, the new 
center is also meant to complement the Dubai 
Electricity and Water Authority’s (DEWA’s) So-
lar R&D Center. The new deal was signed dur-
ing Dubai’s World Green Economy Summit.

EGPC Converts Gas Stations, Oil Facilities to Solar Power
EGPC completed the conversion process of four 
gas stations to operate using solar power, vice 
executive chairman for operations Amr Mo-
stafa told Amwal Al Ghad. Two belong to Misr 
Petroleum Company and two to Cooperation 
Petroleum Company. EGPC is also converting 
GUPCO facilities to work with solar power and 

connecting them to the national network, he 
said, adding that his company was also qual-
ifying the roofs of governmental buildings to 
be used to generate renewable power. EGPC 
itself is converting to solar power at its build-
ings, Mostafa finished.

New Solar Projects to Reduce Reliance on Diesel for Power in Oman
Oman’s Rural Areas Electricity Company (Rae-
co) is planning the of launch four pilot solar 
power projects, reported Trade Arabia. This in-
cludes 2,000KW projects in Ibri, Sharqiya, and 
Mudhaibi; with an additional 500KW project 
planned for Dhofar. Khaleel Al-Mandhari, head 
of renewable energy at Raeco, explained that 
renewable energy has several advantages over 

conventional sources, such as energy security 
and reducing pollution, as well as reduction in 
the use of fossil fuels. “Raeco is using a lot of 
diesel for its power plants,” Mandhari added. 
According to the company, it currently has 35 
diesel-fired power plants and six desalination 
plants, serving 30,000 power users across the 
country.
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“The most valuable asset of a company is 
neither its hydrocarbon accumulations nor 
its technology patents, but rather its em-
ployees,” said Ahmed Kawanna, Recruiter 
and University Relations Manager for East 
Africa and East Mediterranean, during an in-
formation session for Schlumberger held at 
Suez University. However, not all employees 
are viewed the same way.
For human resource departments, many 
factors come into consideration; including 
education, personal qualities, and the qual-
ity of service given. When all these factors 
are combined together, a general and com-
prehensive term is needed: Professionalism.
How the Industry Defines Professional-
ism?
Professionalism means different things to 
different people. From our brief and humble 
experience in the industry, we have noticed 
a common misconception; that the defi-
nition of professionalism is applied to any 
person who has any prior career experience; 
regardless of their abilities as an individual.
These are not sufficient to define a profes-
sional. Professionalism should not be judged 
by the daily competence of an individual. 
The long-term performance of that person 
is what it must hinge on.
Websters defines professionalism as, “the 
skill, good judgment, and polite behavior 
that is expected from a person who is trained 

to do a job well.” The ways that profession-
alism is fostered in an individual takes many 
forms, but to succeed in the oil and gas in-
dustry in Egypt, many assume that a high 
level of education is required. 
This idea is criticized by John Campbell in 
an article published in the Journal of Petro-
leum Technology in 1990, titled “Improved 
Professionalism: A Critical Need.” Campbell 
believes that employees of the industry can 
become professionals through practice, and 
regards higher levels of education as a re-
quirement not necessarily fulfilled by all.
Campbell states that about 50% of the em-
ployees of the oil and gas industry in the 
United States have an engineering job title, 
but do not possess a higher degree of edu-
cation in engineering or scientific disciples. 
Professionalism Hindered:
When considering a professional’s personal 
qualities needed for the oil and gas industry, 
there is one trait that stands out to employ-
ers more than any other; the self awareness 
to recognize a lack of knowledge or skill, and 
the drive to rectify the problem.
A simple solution to help employees recog-
nize their deficiencies and overcome them is 
by using a program or software that meas-
ures skills and technical abilities such as 
the SPE competency management tool, or 
similar program. By quickly recognizing and 
rectifying their gap in knowledge, employ-

ees remain viable and enhance their value to 
their respective employer.
Innovation is Necessary
In the oil and gas industry, many companies 
follow the principal that standardization is 
key to fewer mistakes. These companies reg-
ularly criticize actions that deviate from the 
norm, thus restricting innovation or creativ-
ity from their employees. This is especially 
true in the Egyptian government. The prob-
lem is that this discourages workers to pur-
sue any further knowledge than the baseline 
of what is necessary for performing the job.
However, innovation and creative thinking 
are crucial in this industry, as it is the basis 
for developing new technologies or finding 
new ways to exploit hydrocarbon resourc-
es using simpler techniques and cheaper 
operations. Companies should promote 
these virtues by recognizing their value and 
awarding employees who practice innova-
tion and creativity.
Another problem affecting the profession-
alism of the industry—which declining oil 
prices have recently magnified, is redun-
dancy. Due to redundancies in the industry, 
many employees assume tasks that are not 
originally their own to perform. This results 
in substandard performance, reflects poor-
ly on managers decision-making, and ulti-
mately, is unprofessional. 
A constant challenge to professionalism in 

the oil and gas industry is the cyclical na-
ture of employees retiring and others being 
freshly recruited. Sustaining a certain level 
of professionalism depends on the success-
ful transfer of knowledge and experience 
from seasoned veterans to beginners. Se-
rious investment needs to occur to better 
facilitate this as one of the most important 
parts of training.
A less striking, but still serious problem, is 
that Egyptian students often see cases of 
favoritism in hiring by national oil compa-
nies. This has not only affected the petro-
leum sector, but has leaked into many na-
tional industries. Relatives and friends of a 
high-ranking employee have priority in em-
ployment over others. 
When the recruiting process is not centered 
on choosing the best candidate for the job, 
the professionalism of the company as a 
whole is compromised. This problem affects 
not only individual companies, but also the 
industry as a whole.
Inadequacy of Education
In addition to the previously mentioned 
problems, there is another more serious is-
sue endangering professionalism in Egypt. 
This is the inadequacy of the technical edu-
cation received by students in their special-
ized institutes and universities. The problem 
is acutely felt when students encounter the 
modern technology actually used in the in-
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dustry. Software, simulation programs, and 
laboratory facilities used today by compa-
nies are a world away from the study scope 
of Egyptian students.
As a consequence, new hires joining the in-
dustry face a significant gap between their 
technical knowledge and what their senior 
coworkers already know.
Recommendations 
The best way to confront the problems 
above is to take into account the different 
stages an individual progresses through 
withi n the industry; analyzing each stage 
and customizing solutions for it specifically.
Stage one begins with the junior and senior 
years of university for students; ending upon 
graduation. Solutions to the problem of be-
ginning a professional career at an early 
stage must be addressed. Oil and gas com-
panies should promote awareness of the 
type of jobs offered, specifying the nature of 
the environment graduates will be inserted 
into and be expected to perform profession-
ally in.
Student Chapters at universities should ex-
pand their outreach. These small business 
model entities offer a great opportunity for 
students to acquire and sharpen interper-
sonal skills and add to their professionalism. 
By joining management of the chapter or 
simply attending lectures and participating 
in research and technical events, students 
can guarantee a more useful university ex-
perience than constraining themselves sim-
ply to assignments and exams. Students and 
fresh graduates should also have realistic 
expectations, recognizing that a reputable 
company may not hire them immediately 
after graduation. 

In Egypt, most university students supple-
ment the education they receive with con-
stant learning of modern techniques and 
technologies, as well as networking with 
professional employers through company 
visits, technical workshops, and summer in-
ternships—the latter being the most effec-
tive for future employment.
Public Sector Role
The role of the government and universi-
ty cannot be overlooked. Professionalism 
starts at an early age and develops over the 
span of an individual’s career. Much of the 
responsibility for maintaining a high level of 
professionalism among students and grad-
uates falls to institutions of learning. The 
Egyptian government should participate in 
and fund educational programs offered by 
companies and professional bodies such as 
the Amal Program and the SPE YP Educa-
tional Week. The government should also 
require oil and gas companies to expand 
their summer internship and graduate pro-
grams. This would engage larger numbers of 
students who could collectively raise aver-
age levels of professionalism.
Trainee Stage
The next stage begins from the moment of 
hiring to becoming a full-time employee—
on average 1-3 years later. Nearly all compa-
nies offer some form of induction training 
when a new employee is hired. A fresh hire 
is put through long training courses and is 
pumped full of large amounts of informa-
tion and practical knowledge in an attempt 
to prepare the person for regular employ-
ment. The trainee must absorb all the train-
ing to be ready to uphold responsibilities as 
an employee.

Professionalism at this stage is assessed dif-
ferently than regular employment, as the 
competency of the recruit during the train-
ing is important. The trainee must be able to 
demonstrate understanding of the big pic-
ture for how the individual job or tasks will 
affect the company overall. Furthermore, 
the importance of the concept of safety 
begins to emerge at the beginning of this 
stage. Trainees must demonstrate the abil-
ity to follow safe practices for themselves 
and for equipment.
In addition, a contributing factor to the 
professionalism of young employees is the 
amount of time they spend in contact with 
other professionals. Either formally, in the 
form of apprenticeships; or informally, 
learning from more experienced employees 
about the job.
A new factor critical to professionalism 
comes into play at this stage: the principal 
of giving back. This is to ensure that a di-
verse and wide variety of experiences are of-
fered to other students in the future. 
Mid-Level Employees
The next stage relates to employees with 3-7 
years of experience. This stage is character-
ized by employees who have acquired prac-
tical knowledge; and are now accumulating 
experience. The lack of desire to continual-
ly educate oneself tends to appear at this 
stage. During this stage—especially within 
service companies—young engineers learn 
methods and knowledge only as required for 
a certain task. 
Rarely do engineers at this stage pursue 
further knowledge than what is needed for 
daily operations. Professionalism calls not 
only for a high level of competency when in-

troduced to new tools and procedures, but 
also for a level of innovation and creativity 
in using the tools.
Senior Employees
The final stage this article focuses on are 
employees with more than seven years 
of experience. By now employees start to 
showcase skills; but the matter of education 
becoming outdated may arise. A hypotheti-
cal example on this issue is drawn from the 
career of a drilling engineer responsible for 
drilling wells in a major oil and gas province. 
The geology of the province does not change 
drastically enough to give unexpected or 
entirely new drilling problems that would 
greatly expand the engineer’s experience. 
If the drilling engineer in question does not 
keep in mind advances in technology, he may 
cease to become a successful professional 
due to the outdated information possessed, 
no matter how adequate it may seem.
Professionalism in this stage requires ap-
plying safety practices, as well as observing 
good ethics, but the dominant factor is con-
tinued education. In addition, employees at 
this stage are also evaluated by their level 
of contribution to university programs and 
the support they offer to professional bod-
ies, drawing on extensive experience in their 
respective fields.
In conclusion, all in the industry need to rec-
ognize the importance of professionalism. 
The efforts of governments, universities, 
companies, and professional bodies must 
be synchronized in order to complement the 
work of the other, to improve professional-
ism in Egypt.
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The idea behind Egypt Oil & Gas’s Pro-
duction Optimization Convention was 
to help the industry enhance its effec-

tiveness. In support of this, the convention 
activities began with a full day dedicated to 
training sessions, designed to offer practical 
applications for production optimization. 

The core focus of the day revolved around 
artificial lift, going from an overview on 
the four forms of lift currently employed in 
Egypt to an in depth explanation of the op-
timizing production using each type of lift. 

The events of the day began with an intro-
ductory session on optimization in the oil 
industry in Egypt, presented by Mike Mason, 
Regional Operations Manager of Apache. 
The session began with a brief comparison 
between artificial lifting statistics in Egypt 
and other countries around the world; 
where it was pointed out that 94% of all 
wells worldwide are artificially lifted, while 
Egypt followed the trend with 92% of its 
wells utilizing artificial lift systems, 53% of 
which rely on Sucker Rod Pumps (SRP).

“The key thing about production optimiza-
tion is that it is a low cost way to get more 
oil and gas from existing wells. As you can 
see from the data presented, not all the 
wells are artificially lifted; therefore, you 
have got to do two things, you have got to 
optimize your production and you have got 
to do that through artificial lifting.”

The sessions then moved to a more techni-
cal focus, addressing the use of well inflow 
performance in well design, presented by 
Mohamed Ghareeb, Managing Director of 
WPS in Egypt and Tunisia, GE Oil & Gas. He 
began the session discussing the inflow per-
formance relationship (IPR), which refers to 
the behavior of the well’s bottom hole flow-
ing pressure and the production rate. Gha-
reeb stressed that the point being discussed 
was not the mere construction of the IPR, 
but rather its important role in the system 
design and troubleshooting. 

When asked to give attendees one piece of 
advice, Ghareeb answered, “Make sure that 
the equipment design is a suitable match 
for well productivity, it is important not to 
oversize one over the other.”

Another session focused on discussing Elec-
trical Submersible Pumps (ESP) and Gas 
Lift, presented by Essam Ginawi, Quality 
Operations Support Manager, Schlumberg-
er. The session began with a brief about the 
components of ESPs and their functions. 
The session then progressed to discuss the 
performance of ESPs at different flow rates. 
Following this, ESP pump design challenges 
were addressed. “During the design process, 
it is vital to pay attention to every single 
component of the ESP string of the gas lift 
in the selection process. If the design phase 
is well carried out, the optimization phase is 
then done easily,” explains Ginawi. Before 
going into gas lifts, Ginawi presented a sum-
mary of ESPs advantages and disadvantages. 

Shifting to gas lift, Ginawi began by pre-
senting an overview. The term gas lift refers 
to the process of lifting fluids from a well 
by injecting gas to move resources to the 
surface. The application of each of the two 
methods of gas lifting, Continuous Flow and 
Intermittent, were discussed, followed by 
an overview of different gas lift tools, such 
as monitoring gauges, water flood valves, 
kickover tools, dummy valves, and chemi-
cal injection valves, just to name a few. The 
session was concluded by a brief about the 
advantages and disadvantages of gas lift.

The Fundamentals of Progressive Cavity 
Pump (PCP) Systems was on the agenda 
next, presented by Fadel Dahab, Product 
Line Manager for Weatherford. The session 
began with a brief history, highlighting its 
development in the 1920’s and its progress 
throughout the years; after which Dahab 
presented a detailed explanation of PCPs, 
covering its surface and downhole equip-
ment. The session then detailed how the 
pump operates, going into its wide range 
of application in heavy and medium oil. 
“Whenever the situation allows the usage 
of PCP lifts, please use it, as it is the most 
efficient,” advised Dahab. The presentation 
was then concluded with common concerns 
about the usage of PCPs and their solutions.

The second half of the fourth session was 
presented by Brian Collins, Regional RRL 
Product Line Manager, Weatherford. The 
topic covered Rod Pumping Systems, and the 
session began with a brief about the pump, 

its surface and down hole components. Col-
lins followed by discussing the merits of the 
pump. Some of the merits pointed out re-
volved around its flexibility, ability to with-
stand high temperatures, operate in depths 
up to 4.8 thousand meters, handle most flu-
id types and ability to provide good econom-
ic value. “Rod lifts can be widely displaced 
across most applications, and should be 
considered during the designing phase. Of 
course other forms of lifts should be utilized 
if they outweigh the advantages of rod lifts 
in a specific case; however, it is important to 
note that rod lift systems can be used from 
the beginning of the well to the end of the 
lifespan of the well, offering a wide range of 
diversity,” explained Collins.

The session then progressed to the typical 
range of applications and challenges, before 
moving onto new technologies, such as con-
tinuous sucker rods and ultra-long pumping 
unit; each of which was covered from differ-
ent angles. The session was then concluded 
with a brief about the need to use equaliza-
tion ports.

During the day, Egypt Oil & Gas had the 
chance to ask Mike Mason a few questions, 
beginning with whether there is anything 
about how business is done in Egypt that 
is affecting optimization in the oil industry. 
“Increasing oil production is good for every-
body. It is good for the oil company, it is good 
for the industry and it is good for Egypt. 
Sometimes we think we can hold oil produc-
tion back for years later, but it doesn’t really 
work like that,” answered Mason.

Commenting on how to boost production in 
Egypt, Mason said “All players in the indus-
try need to pump their wells off. Additional-
ly, we need to be very careful with how we 
treat the equipment and how we install the 
equipment, and when failures occurs, we 
need to understand what the failure was for, 
and why it happened, in order to prevent it.”

The fifth session of the day was about pro-
duction optimization using ESPs and gas lift; 
and was presented by Samy Ibrahim, Arti-
ficial Lift Sales Manager for Schlumberger. 
The session began by explaining the process 
of optimization in artificial lifting systems, 
beginning with reservoir and production 

optimization, followed by surveillance, and 
finally the different stages of handling data; 
including how to obtain the most value 
from it.

The following session presented by Chetan 
Bhavsar, Application Engineer for ALS, 
Weatherford Oman, was titled Production 
Optimization for ALS—RRL and PCP. The 
session began by covering different aspects 
of production optimization, such as the pro-
cess of managing the production decline 
curve of assets to maximize profits over 
time, maximizing oil production over the life 
of a well, and reducing downtime, among 
others.

Ibrahim then moved to discuss Reciprocat-
ing Rod Pump (RRP) optimization, begin-
ning with its range of application, covering 
rod pump operations and general issues. 
Optimization for Progressive Cavity Pumps 
(PCPs) was covered next, focusing mainly on 
well performance and the correct method-
ologies to employ.

Optimization through Reliability was the 
title of a session presented by Mohamed 
Abbas, Production Manager, TransGlobe En-
ergy. The session revolved around discussing 
different aspects that lead to optimization; 
beginning with PCP Elastomer selection, fol-
lowed by software design, PCP installation, 
start-up and operating practices, technical 
support, and finally, the human element.

Then came a session focusing on Qarun Pe-
troleum Company as an example of a suc-
cess story, presented by Ahmed Nasr and 
Miguel Munoz, Qarun Petroleum Company. 

Mohamed Ghareeb, Managing Director of 
WPS in Egypt and Tunisia for GE Oil & Gas, 
presented the final session of the day. The 
focus of the session was on a Beam Pump-
ing System design, beginning with an over-
view of modern beam pumping systems 
and followed by the elements that need to 
be considered when designing a sucker rod 
pumping well. Ghareeb then discussed the 
common causes of pump displacement, 
such as slippage, fluid shrinking, and the 
possibility of crude foaming in the pump.

Design principles were discussed next, fol-
lowed by the factors hampering efficiency. 
The session was concluded with a brief on 
improving rod life through correct handling. 
According to Ghareeb, a large percentage of 
premature system failures can be attributed 
to improper care, handling, and installation 
of the surface and subsurface components.

The day was concluded with a series of case 
studies covering different subjects. Begin-
ning with different approaches to control 
water problems, maximizing recoverable 
reserves and extending field production 
life case histories, presented by Mostafa 
Mamdouh Mohammed, Junior Reservoir 
Engineer for GUPCO. Followed by a case on 
optimization of field development using in-
tegrated simulation modeling, presented by 
Mohamed Samir, Reservoir Engineer, Suez 
Oil Company. The third case study was pre-
sented by Eman Shahin, Junior Reservoir En-
gineer at GUPCO and covered the subject of 
managing the maturity period in a giant field 
by geo-engineering data integration. The fi-
nal case of the day discussed the challenges 
GUPCO faced in developing a small heavy oil 
field in Gulf of Suez, presented by Mahmoud 
Elwan, Senior Petroleum Engineer, GUPCO.

A significant amount of information was 
shared, marking a promising launch to the 
four day event.

TRAINING FOR OPTIMIZATION
By Nadine Abou el Atta
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On Monday, May 11th, a room packed with the in-
dustry’s major key players welcomed the second 
Egypt Oil & Gas Convention Roundtable with a 
mix of excitement and curiosity. This year’s con-
ference centered around production optimiza-
tion, an important challenge for the industry’s 
main stakeholders as the international climate 
forces Egypt to shift focus from exploration to 
boosting production in existing fields. As part of 
the four-day convention, the roundtable brought 
industry experts together to discuss issues involv-
ing the public and private sectors. The partici-
pants faced each other on the large square table, 
including EGPC Chairman Tarek El-Molla, Former 
Minister of Petroleum, Abdullah Ghorab, as well 
as top-level IOC representatives and engaged in a 
discussion that acts as a stepping-stone towards 
greater collaboration between key players.

 Tarek El-Molla kicked off the discussion by urging 
the industry’s key players to turn their efforts to 
unconventional energy resources. “By 2050, the 
world is expected to consume twice the energy, as 
fast population continues to grow and the oppor-
tunities for easy and accessible oil and gas are be-
coming less,” he said. Egypt’s stance on the energy 
market is particularly precarious given the rising 
demand the country faces from its population 
growth. If Egypt wants to come out of the energy 
crunch unscathed, the oil industry must develop 
additional energy resources, including uncon-
ventional resources. “The task is becoming more 
challenging and more difficult when you associate 
technological challenges, oil prices, frontier are-
as, unconventional concerns, and environmental 
concerns,” he finished.

The impact of contractual and commercial 
terms on production optimization:

After El-Molla´s speech, the discussion shifted 
towards concession agreements in light of pro-
duction optimization. Many IOCs seized the op-
portunity to discuss the setbacks inherent in the 
current concession agreement framework.

Cost recovery is of crucial importance to inves-
tors, especially at a time of low oil prices and tight 

budgets. “Investors need fast return on their in-
vestment,” said Baker Hughes Director of Sales 
and Marketing Mahmoud Shawkat. “To make it 
happen while they [investors] are meeting the 
need of the country, you need to make them rest 
assure that by the end of the agreement they can 
still spend more money.”

The last five years of the concession agreements 
pose a challenge for IOCs regarding protection 
and production. Protection is severely curtailed 
in the last five years of an agreement, making in-
vestors reluctant to spend money on top of cost 
recovery roadblocks. The climate of uncertainty 
and slow bureaucratic procedures that character-
ize the contract´s extension has a negative impact 
on production. 

“Agreements is the core issue of optimizing pro-
duction at this stage,” urged Ahmed Moaz Coun-
try Manager at Sea Dragon Energy. “In the last 
five years of the agreement, if the contractor does 
not recover, he will not spend,” he continued. 
“The more difficult you make it on the contractor, 
the less likely the IOC will bend down and lose 
money.” As a solution, Moaz suggests that EGPC 
makes a general amendment to all existing agree-
ments instead of addressing this issue on a one-
by-one basis. 

“I [contractors] can’t wait until 30 out of the 35 
agreements that are currently running to expire 
before I can start discussing this on the new bid 
round. It is important to address existing agree-
ments now,” Moaz added. In regards to the idea of 
switching to a performance base contract, Moaz 
is skeptical. “The current structure of agreements 
does not tailor for these performance contracts. 
They make it almost impossible for IOCs to take 
the risk for new technologies alone.” He finished 
by adding that “changing agreements need to be 
tailored to the current market.” 

“I believe that currently the most important thing 
to consider is increasing production, without af-
fecting the cost,” added Mostafa el Bahr, Former 
Chairman of Agiba Petroleum Company.

OPTIMIZATION 
ROUNDTABLE: 

THE IMPLEMENTATION OF LEGAL CHANGES HAS TO MEET 
THE FOLLOWING CRITERIA: THEY HAVE TO BE JUSTIFIED, 
ECONOMICALLY RELIABLE AND IN ACCORDANCE TO THE 
LAW. WE HAVE THE ASSETS, THE TECHNOLOGY, AND 
THE INVESTMENTS. WE HAVE TO SIT TOGETHER AND 
SHARE IDEAS. THE MAIN DRIVE OF THE DISCUSSION IS 
TO INCREASE PRODUCTION, AND NOTHING IS GOING TO 
STOP US FROM IMPLEMENTING CHANGES.

I BELIEVE THAT CURRENTLY THE MOST 
IMPORTANT THING TO CONSIDER IS 
INCREASING PRODUCTION, WITHOUT 
AFFECTING THE COST.

THERE ARE THINGS WE CAN DO NOW THAT CAN HELP 
US FOCUS ON USING THE TECHNOLOGY THAT WE HAVE 
NOW. WE SHOULD SET A TARGET FOR OURSELVES IN LIGHT 
OF THIS CONVENTION TO INCREASE OUR PRODUCTION. 
AS FIELDS MATURE AND PRODUCTION BECOMES MORE 
CHALLENGING, BOTH STAKEHOLDERS NEED TO LEARN 
HOW TO SHARE RISKS AS THEY MOVE FORWARD.

UNCONVENTIONAL SOURCES OF 
ENERGY OIL ARE MORE EXPENSIVE, 
BUT IT IS MORE EXPENSIVE NOT TO 
PRODUCE.

IN TODAY’S ENVIRONMENT WE FOCUS ON GETTING 
THE LOWEST POSSIBLE PRICE FOR THE GAS, AND 
AS A RESULT WE DELAY THE ENTIRE PROJECT BY SIX 
MONTHS, DELAYING PRODUCTION. THINK ABOUT 
HOW MUCH GAS WE ARE IMPORTING AT A HIGHER 
PRICE. FUNDAMENTALLY CHANGE THE WAY YOU LOOK 
AT THINGS, BECAUSE SPEED IS OF THE ESSENCE.

“IT SHOULD BE A NATIONAL PROJECT BECAUSE IT 
REQUIRES SERIOUS COMMITMENT FROM THE PART 
OF THE GOVERNMENT AND OPERATORS AND THESE 
COMMITMENTS REQUIRE A VISION. A NEW ERA IN 
PRODUCTION DEVELOPMENT THROUGH THE APPLICATION 
OF RECOVERY TECHNIQUES. A SHIFT IN FOCUS TO FINDING 
MORE OIL FROM PRODUCING OIL FIELDS WILL RESULT 
MORE PRODUCTION FROM INCREASED RESERVES.” 

ENG. TAREK EL MOLLA
Chairman of EGPC

GEOL. MOSTAFA EL BAHR 
Former Chairman of Agiba Petroleum Company.

MR. MIKE MASON 
Regional Operations Manager - Apache Egypt

ENG. ABDALLAH GHORAB
Former Egyptian Minister of Petroleum

MR. ARSHAD SUFI
President of BG Egypt.

DR. MAHMOUD DABBOUS 
President and CEO – IPR
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GUPCO Chairman Abed Ezz El-Regal agreed that 
“it is in the best interest of EGPC and the contrac-
tor to start negotiations for the extension of the 
existing contract early, at least a year early, and to 
agree on additional terms of activities.” He add-
ed that “we should urge contractors to exercise 
the right of the optional five years in the last six 
months of the contract.” 

Many companies and executives shared El-Regal 
and Shawkat’s views about the importance of re-
forming contracts, especially as it relates to cost 
recovery.

“This is not just a technology issue,” said Dr. Hany 
El-Sharkawi, CEO of Cheiron Petroleum. “It in-
cludes price, it includes the fiscal terms of an 
agreement. There should be some modifications 
to the fiscal terms. This is something that must 
happen today, not in the future. There are points 
of view from the contractors side that must be 
taken into consideration. We have to look at why 
these extensions are being requested.”

Sharkawi continued, “There will be investment if 
the company sees that they will recover their cost 
in a timely manner. They will not be happy if they 
double production and lose money. This cannot 
just focus on the technical and ignore the fiscal. 
Brownfields are coming to Egypt.” 

“In today’s environment we focus on getting the 
lowest possible price for the gas, and as a result 
we delay the entire project by six months, delay-
ing production,” said Arshad Sufi, President of BG 
Egypt. “Think about how much gas we are import-
ing at a higher price. Fundamentally change the 
way you look at things, because speed is of the 
essence.”

In response to the IOC´s list of grievances, El-Mol-
la assured the participants that EGPC´s aim is to 
insure a sustainable investment environment and 
support Egypt´s energy goals. Ultimately, El-Molla 
asked for patience, as changes are underway. “The 
implementation of legal changes has to meet the 
following criteria,” he said, “they have to be jus-
tified, economically reliable and in accordance to 

the law: “We have the assets, the technology, and 
the investments,” added El-Molla. “We have to sit 
together and share ideas.” The main drive of the 
discussion is to increase production, “and nothing 
is going to stop us from implementing changes,” 
he finished.

Samir Abd El Moaty, General Manager of Beach 
Energy, responded to El-Molla, saying that for 
Egypt to be a viable destination for investment, 
the agreement model simply must change. “There 
is something not going well with these conces-
sion agreements, so we need to change it. I know 
there are some processes that need to happen in 
order to change these, but why not do them?” “If 
amending concession agreements will help, why 
not do it?” El-Moaty continued to speak about the 
government role, focusing heavily on bureaucracy 
that holds the sector back. “Bid rounds take too 
long, at least three years, why not think about al-
lowing extensions?”

Despite the challenges Egypt faces from four 
years of political instability, Eng. Diaa Kassem, 
General Manager Follow-up of Reservoir Behav-
ior at EGPC, is confident that production optimi-
zation in Egypt is successful. “There has been an 
increase in production by 2% in the last five years. 
We have an increase in activities, and an increase 
in production optimization,” he said. 

Finally, as Moaz thoroughly explained, “agree-
ments are the issue.” Solutions will only succeed 
when “red tape and bureaucracy are alleviated,” 
he added, “otherwise investors will lose faith 
in the system and will leave.” Tarek El-Molla re-
sponded to these comments by reiterating that 
the government is making progress, while high-
lighting some of EGPC’s commitments to its IOC 
partners; including refining upstream agreements 
and gas prices to encourage oil and gas activity, 
expanding and upgrading refining, transmission 
and distribution construction, developing a pet-
rochemical industry to customize added value, 
continuing the implementation of the energy sub-
sidies reform program, diversifying Egypt’s energy 
mix to be more sustainable and economical, and 
promoting Egypt as a regional energy hub.

JOINING EFFORTS TO 
BOOST PRODUCTION

“IT IS IN THE BEST INTEREST OF EGPC AND THE 
CONTRACTOR TO START NEGOTIATIONS FOR THE 
EXTENSION OF THE EXISTING CONTRACT EARLY, AT 
LEAST A YEAR EARLY, AND TO AGREE ON ADDITIONAL 
TERMS OF ACTIVITIES. WE SHOULD URGE CONTRACTORS 
TO EXERCISE THE RIGHT OF THE OPTIONAL FIVE YEARS IN 
THE LAST SIX MONTHS OF THE CONTRACT.” 

“THIS IS NOT JUST A TECHNOLOGY ISSUE. IT INCLUDES 
PRICE, IT INCLUDES THE FISCAL TERMS OF AN AGREEMENT. 
THERE SHOULD BE SOME MODIFICATIONS TO THE FISCAL 
TERMS. THIS IS SOMETHING THAT MUST HAPPEN TODAY, 
NOT IN THE FUTURE. THERE ARE POINTS OF VIEW FROM 
THE CONTRACTORS SIDE THAT MUST BE TAKEN INTO 
CONSIDERATION. WE HAVE TO LOOK AT WHY THESE 
EXTENSIONS ARE BEING REQUESTED.” 

“WE IN BAPETCO HAVE STARTED TO PRODUCE QUITE A 
LOT IN OUR WELLS. BUT MY CONCERN IS HOW WE WILL 
BE ABLE TO CONTINUE THIS PRODUCTION. NOW WE 
DRILL OUR HORIZONTAL WELLS FOR 600 METERS SO 
THAT WE CAN IMPROVE AND OPTIMIZE PRODUCTION. 
I THINK THAT THE TECHNOLOGY SERVICE COMPANIES 
CAN PROVIDE IS VERY HELPFUL AND VERY USEFUL.” 

“WE HAVE TO THINK DIFFERENTLY, AND 
CHANGE AGREEMENTS IF NECESSARY. 
WHEN WE TALK ABOUT PRODUCTION 
OPTIMIZATION, IT DOES NOT APPLY 
ONLY TO WELLS. IT APPLIES TO 
RESERVOIRS AS WELL.” 

“AS EXPERIENCED MANAGERS WE 
NEED TO PUSH OUR PEOPLE TO ASK 
WHY NOT? AND TO ENCOURAGE 
INNOVATION. PUSH BOUNDARIES. DO 
NOT TAKE ANYTHING FOR GRANTED, 
PUSH EVERYWHERE YOU CAN.” 

“I [CONTRACTORS] CAN’T WAIT UNTIL 30 OUT OF THE 35 
AGREEMENTS THAT ARE CURRENTLY RUNNING TO EXPIRE 
BEFORE I CAN START DISCUSSING THIS ON THE NEW BID 
ROUND. IT IS IMPORTANT TO ADDRESS EXISTING AGREEMENTS 
NOW. THE CURRENT STRUCTURE OF AGREEMENTS DOES NOT 
TAILOR FOR THESE PERFORMANCE CONTRACTS. THEY MAKE 
IT ALMOST IMPOSSIBLE FOR IOCS TO TAKE THE RISK FOR NEW 
TECHNOLOGIES ALONE. CHANGING AGREEMENTS NEED TO BE 
TAILORED TO THE CURRENT MARKET.” 

ENG. ABED EZZ EL-REGAL 
GUPCO Chairman

DR. HANY EL-SHARKAWI 
CEO of Cheiron Petroleum.

ENG. EMAD HAMDY 
Chairman  - Bapetco 

ENG. MOHAMED BAYDOON 
Chairman - SUCO

DR. MARK FENTON 
General Manager - Dana Gas

MR. AHMED MOAZ 
Country Manager - Sea Dragon Energy
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Sharing Risks, Rewards, and Technology:

Chris Avant, the EEG Marketing Manager at 
Schlumberger, touched upon the wide range of 
optimization opportunities as it pertains to tech-
nology. The role contractors play in providing 
IOCs with the best, most suitable technologies 
is a driving force for production optimization. 
Without the best technology—customized, safe 
and affordable— oil companies would not be able 
to operate efficiently and meet their production 
targets. Optimization is multifaceted and starts 
with “conceptualization, implementation pro-
cesses, such as where you place the oil well orig-
inally, designing well profile, placing it properly, 
making sure your well is where you want it to be, 
how you complete the well, and how you man-
age the reservoir,” said Avant. However, under a 
tough economic climate, it is in the contractors´ 
best interest to find ways of making implemen-
tation as feasible as possible. “We have to raise 
our awareness for what the basic cost is for these 
technologies and look at cost benefit of the im-
plementation of these technologies,” he added. 
“There has to be an appreciation for the value of 
cost benefit.”

Emad Hamdy—Chairman of Bapetco—responded 
to Avant’s comments, adding that his company 
sees service companies as very useful in the field. 
“We in Bapetco have started to produce quite a lot 
in our wells. But my concern is how we will be able 
to continue this production.” Hamdy went on to 
elaborate on how advanced technology from ser-
vice companies are being used in Bapetco adding, 
“now we drill our horizontal wells for 600 meters 
so that we can improve and optimize production. 
I think that the technology service companies can 
provide is very helpful and very useful.”

Mr. Shawkat raised an important question regard-
ing the role service companies play in the risk and 
reward formula characteristic of the oil indus-
try. “Service providers and technology leaders in 
the market should be included in the risk-reward 
equation,” he said. “To optimize your production, 
you need the technology and the brains,” said 
Shawkat. Service companies should be allowed 
to reap rewards, to work closely with IOCs and 
optimize production. Contractors should not be 
confined to the risk component of contractual 
agreements and penalties alone. 

Eng. Sayed Rezk—General Manager at Enap Sipet-
rol— added to Shawkat’s argument by evincing 
Enap Sipetrol’s experience with performance con-
tract. “We have already applied the performance 
based model of sharing risk between JVs, IOCs, 
and service companies,” he said. Rezk also sug-
gests EGPC to revisit the tender and the perfor-
mance based contracts for artificial lifts, service 
contracts and reservoir management contracts, 
to guarantee a fair risk sharing between all parties 
involved.  

Service providers are the main pioneers of tech-
nology in the industry, which directly translates 
to more successes in exploration and production. 
“Unconventional sources of energy oil are more 
expensive,” stated Former Minister of Petroleum 

Abdullah Ghorab, “but it is more expensive not to 
produce.” According to Ghorab, it is more efficient 
and cost-productive for Egypt to develop its own 
unconventional sources than to buy it from inter-
national markets. The participants agreed that for 
the country to enter the unconventional arena, 
EGPC—along with higher education institutions 
and IOCs—should provide research and technolo-
gy centers to support operators in applying EOR 
and IOR techniques.

Khaled Kacem, Managing Director General Man-
ager of Rashpetco, had much to say about the sec-
ond topic of risk sharing and reward. “How can we 
accelerate gas that is needed for Egypt?” Kacem 
asked. “One of the questions I’d like to raise is how 
can the decision making terms be changed to in-
crease the speed?” He continued, “How can we as 
JVs work with service providers to be more flexible 
to allow competitive pricing play a bigger role?”

“There are things we can do now that can help us 
focus on using the technology that we have now,” 
said Apache Egypt Regional Operations Manag-
er Mike Mason. He explained the importance for 
IOCs for having access to new equipment, which 
leads to maximizing production. “We should set 
a target for ourselves in light of this convention 
to increase our production,” he finished. As fields 
mature and production becomes more challeng-
ing, both stakeholders need to learn how to share 
risks as they move forward. 

Partnership among IOCs is an important compo-
nent of success on the field, but can only be suc-
cessful through a long-term partnership between 
the IOCs and the government. “IOCs take the risk 
in the exploration phase, while the government 
takes the risk in the development phase. There 
needs to be equal sharing,” said Shamir Salahudin, 
Technical Manager at Shell Egypt.

Collaboration between public and private sectors 
can take must be based on transparency and in-
formation sharing. Abed Ezz El-Regal asked for 
the creation of a database for all facilities in the 
Gulf of Suez and the Western Desert. “EGPC has 
taken the lead in producing regional studies in the 
Western desert facilities to identify all future ex-
pansions,” he said. “Data exchange from special 
reservoirs between EGPC and other companies” 
would facilitate and increase production. “EGPC 
has the obligation to try new technologies and 
launch pilot projects. There is available technol-
ogy to improve, there are assets ready to receive 
the technology,” he finished.

Optimum Utilization of Existing and Future In-
frastructure

“Production optimization has three areas, well 
management and optimization, reservoir man-
agement, and improved recovery techniques to 
increase reserves,” said Dr. Helmy Sayyouh, pro-
fessor of Petroleum Engineer at Cairo Universi-
ty. Increasing reserves increases production. All 
participants agreed upon the urgency to increase 
reserves through secondary and tertiary recov-
ery. The oil fields of Egypt are getting old and the 
number of green fields in the country is decreas-
ing, for this reason, the participants discussed 

“WE HAVE ALREADY APPLIED THE 
PERFORMANCE BASED MODEL OF 
SHARING RISK BETWEEN JVS, IOCS, AND 
SERVICE COMPANIES.” 

“IOCS TAKE THE RISK IN THE 
EXPLORATION PHASE, WHILE THE 
GOVERNMENT TAKES THE RISK IN THE 
DEVELOPMENT PHASE. THERE NEEDS TO 
BE EQUAL SHARING.”

“THERE IS SOMETHING NOT GOING WELL WITH THESE 
CONCESSION AGREEMENTS, SO WE NEED TO CHANGE 
IT. I KNOW THERE ARE SOME PROCESSES THAT NEED TO 
HAPPEN IN ORDER TO CHANGE THESE, BUT WHY NOT DO 
THEM? IF AMENDING CONCESSION AGREEMENTS WILL 
HELP, WHY NOT DO IT? BID ROUNDS TAKE TOO LONG, AT 
LEAST THREE YEARS…WHY NOT THINK ABOUT ALLOWING 
EXTENSIONS?” 

“HOW CAN WE ACCELERATE GAS THAT IS NEEDED 
FOR EGYPT? ONE OF THE QUESTIONS I’D LIKE TO 
RAISE IS HOW CAN THE DECISION MAKING TERMS BE 
CHANGED TO INCREASE THE SPEED? HOW CAN WE 
AS JVS WORK WITH SERVICE PROVIDERS TO BE MORE 
FLEXIBLE TO ALLOW COMPETITIVE PRICING PLAY A 
BIGGER ROLE?” 

“PRODUCTION OPTIMIZATION IN EGYPT IS 
SUCCESSFUL. THERE HAS BEEN AN INCREASE 
IN PRODUCTION OF 2% IN THE LAST FIVE 
YEARS. WE HAVE AN INCREASE IN ACTIVITIES, 
AS WELL AS AN INCREASE IN PRODUCTION 
OPTIMIZATION.”

“PRODUCTION OPTIMIZATION IS NO LONGER AN 
OPTION, IT’S A NECESSITY. FOR THE TIME BEING WE 
LACK BIG DISCOVERIES AND EGYPT IS PRODUCING 
70% OF ITS PRODUCTION FROM FIELDS THAT WERE 
DISCOVERED 15 YEARS AGO. EGPC MUST SCREEN THE 
PERFORMANCE OF ALL IOC COMPANIES AND NOT 
WAIT UNTIL THE IOCS APPROACH THEM.” 

ENG. SAYED REZK 
General Manager - Enap Sipetrol

MR. SHAMIR SALAHUDIN 
Technical Manager - Shell Egypt.

MR. SAMIR ABD EL MOATY 
Country Manager - Beach Energy

MR. KHALED KACEM
Managing Director and General Manager - Rashpetco

ENG. DIAA KASSEM 
General Manager Follow-up of Reservoir Behavior - EGPC 

ENG. KAMEL EL SAWY 
President - Kuwait Energy Egypt
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how to optimize existing infrastructure to maxi-
mize reserves. “So far there are no new discoveries 
so we should think out of the box, to think about 
the marginal field,” said El-Regal. 

Egypt only produces about 30-35% of oil in place. 
Production optimization will require applying new 
and unconventional technologies, especially in 
brownfields. Mahmoud Dabbous President and 
CEO of IPR pressed the matter further by reiter-
ating that Egypt needs to enter a new era of re-
covery techniques. “It should be a national project 
because it requires serious commitment from the 
part of the government and operators,” he said, 
“and these commitments require a vision.” He also 
added that Egypt needs to ender a “new era in 
production development through the application 
of recovery techniques.” A shift in focus to finding 
more oil from producing oil fields will result more 
production from increased reserves.

“Production optimization is no longer an option, 
it’s a necessity,” said Kamel El Sawy from Kuwait 
Energy. “For the time being we lack big discover-
ies and Egypt is producing 70% of its production 
from fields that were discovered 15 years ago.” For 
production optimization to kick off, “EGPC must 
screen the performance of all IOC companies and 
not wait until the IOCs approach them,” he fin-
ished. 

Mohamed Baydoon, Chairman of SUCO, remind-
ed participants that production optimization is 
a comprehensive term saying, “We have to think 
differently, and change agreements if necessary. 
When we talk about production optimization, it 
does not apply only to wells. It applies to reser-
voirs as well.”

Nabil Salah, Operations Manager of GUPCO 
agreed with Baydoon, stating, “We need to talk 
about production optimization specifically in re-
gards to well and reservoirs.”

An air of camaraderie formed among the indus-
try’s key players. Optimization is an integral pro-
cess that requires collaboration and transparency 
between public and private parties. To optimize 
production you need to take into account tech-
nology, legislation, business models, and people 
development. “When it comes to production, we 
are not competing against anybody except our-
selves,” said Mason. “If our competitors around 
the table do very well it is good for them, it is good 
for Apache, and it is good for the region.” Mason 
invited his counterparts and other players to op-
timize production. “It makes the country a more 
stable place,” he concluded. 

People Development within Production Opti-
mization:

The roundtable discussion ended with the topic 
of people development. The most sophisticated 
technology goes hand in hand with a competent 
team of engineers, geologists, and professionals, 
and IOCs are making an effort to prepare young 
talent for the rigors of a high risk, fast paced in-
dustry. “Egypt needs to learn how to take risks,” 
said Deputy Exploration Manager at Petrosilah 
James Pendergrass. “Many of our young people 

do not understand how to take risks and how to 
succeed,” he continued. For this reason, “we need 
to teach middle management people to do this 
because until we do that, all this technology will 
sit on the shelf.”

Dr. Mark Fenton, General Manager of Dana Gas 
also spoke about the need for people to learn and 
take risks. “As experienced managers we need to 
push our people to ask why not? And to encour-
age innovation. Push boundaries.” “Do not take 
anything for granted, push everywhere you can,” 
Fenton finished.

People development is the key enabler to max-
imizing reserves, said Salahudin, for it is young 
professionals who will tackle the weaknesses of 
the current framework and find ways to improve 
the industry. Young professionals must be pushed 
to think outside the box, take risks or shift para-
digms. “Technology, people development and the 
economic framework need to go hand-in-hand,” 
he finished. 

“Without a doubt, Egypt has some great Engi-
neers. We have only got to give them the space 
and the time to develop” added Craig Robertson, 
General Manager of Mansoura Petroleum.

The production optimization conference was a 
great opportunity to encourage further collabora-
tion between JVs and IOCs, said Mr. Jeff Edelman, 
New Ventures Manager at TransGlobe Energy. 
“The future is extremely bright but we need the 
industry to come together. We need to make sure 
our JVs are talking to other JVs,” he continued. 
“There are a lot of opportunities and it is all about 
communication.” Mr. Edelman also suggested 
building stronger ties with universities to guaran-
tee that students have access to more meaningful 
internships. 

Mason added that Qarun would not have been 
able to improve their initial performance without 
a team of “exceptionally good Egyptian nation-
als.” He warned that the industry needs to “try 
to develop those people to think about the well 
and the entire system.” Ways in which the indus-
try can guarantee better opportunities for young 
talent and continuous development of their staff 
is by legal enforcement of the budget outlined for 
people development stipulated in contracts, said 
Shawkat. Another way is for industry leaders to 
take full responsibility and “push things forward,” 
creating a trickledown effect into different are-
as of the company. And finally, the participants 
called upon each other to share technology infor-
mation, both within and between companies, to 
upend archaic mindsets that are slowing the in-
dustry down. 

The roundtable revealed the public and private 
sector’s impetus for change and collaboration. 
Even though the road ahead is long and full of 
uncertainty, the industry agrees that optimizing 
production is a priority for Egypt’s future. As an 
industry, both the private and public sector must 
advocate for knowledge exchange, collabora-
tion, technology innovation, and communication 
among all stakeholders in the industry. 

“WITHOUT A DOUBT, EGYPT HAS SOME 
GREAT ENGINEERS. WE HAVE ONLY GOT 
TO GIVE THEM THE SPACE AND THE TIME 
TO DEVELOP” 

“OPTIMIZATION STARTS WITH CONCEPTUALIZATION, 
IMPLEMENTATION PROCESSES, SUCH AS WHERE YOU PLACE 
THE OIL WELL ORIGINALLY, DESIGNING WELL PROFILE, 
PLACING IT PROPERLY, MAKING SURE YOUR WELL IS WHERE 
YOU WANT IT TO BE, HOW YOU COMPLETE THE WELL, AND 
HOW YOU MANAGE THE RESERVOIR. WE HAVE TO RAISE 
OUR AWARENESS FOR WHAT THE BASIC COST IS FOR THESE 
TECHNOLOGIES AND LOOK AT COST BENEFIT OF THE 
IMPLEMENTATION OF THESE TECHNOLOGIES. THERE HAS TO 
BE AN APPRECIATION FOR THE VALUE OF COST BENEFIT.” 

“THE FUTURE IS EXTREMELY BRIGHT BUT WE 
NEED THE INDUSTRY TO COME TOGETHER. 
WE NEED TO MAKE SURE OUR JVS ARE 
TALKING TO OTHER JVS. THERE ARE A LOT 
OF OPPORTUNITIES AND IT IS ALL ABOUT 
COMMUNICATION.”

“EGYPT NEEDS TO LEARN HOW TO TAKE 
RISKS. MANY OF OUR YOUNG PEOPLE DO NOT 
UNDERSTAND HOW TO TAKE RISKS AND HOW 
TO SUCCEED. FOR THIS REASON, WE NEED TO 
TEACH MIDDLE MANAGEMENT PEOPLE TO DO 
THIS BECAUSE UNTIL WE DO THAT, ALL THIS 
TECHNOLOGY WILL SIT ON THE SHELF.”

“SERVICE PROVIDERS AND TECHNOLOGY LEADERS 
IN THE MARKET SHOULD BE INCLUDED IN THE RISK-
REWARD EQUATION. TO OPTIMIZE YOUR PRODUCTION, 
YOU NEED THE TECHNOLOGY AND THE BRAINS.  
CONTRACTORS SHOULD NOT BE CONFINED TO THE 
RISK COMPONENT OF CONTRACTUAL AGREEMENTS 
AND PENALTIES ALONE.”

“WE NEED TO TALK ABOUT 
PRODUCTION OPTIMIZATION 
SPECIFICALLY IN REGARDS TO WELL AND 
RESERVOIRS.” 

MR. CRAIG ROBERTSON 
General Manager - Mansoura Petroleum 

MR. CHRIS AVANT 
EEG Marketing Manager - Schlumberger 

MR. JEFF EDELMAN 
New Ventures Manager - TransGlobe Energy 

MR. JAMES PENDERGRASS 
Deputy Exploration Manager - Petrosilah 

MR. MAHMOUD SHAWKAT 
Director of Sales and Marketing - Baker Hughes

ENG. NABIL SALAH 
Operations Manager - GUPCO
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Rounding out the Production Optimization Con-
vention was a two-day long series of workshops 
bringing together experts in the oil and gas field 
to discuss ideas and newly implemented tech-
niques in the field. Following the Production Op-
timization Technical Training Course on day one 
and the Production Optimization Roundtable 
Discussion on day two, the workshops focused 
on the specifics, providing a chance for attend-
ees to delve deeper into selected topics.

The sessions focused on a number of issues, in-
cluding economics, inflow well performance, 
production chemistry, and reservoir engineering. 
Egypt Oil & Gas has chosen to highlight four of 
the topics covered during the workshop, includ-
ing: smart fields, hydraulic fracturing, improved 
and enhanced oil recovery, as well as mature and 
marginal fields.

Mature and Marginal Fields

One advantage of such events is that you get 
to speak to experts in the field; and therefore 
correct all your miscomprehensions about the 
petroleum business—especially at the technical 
level. We always speak of mature wells, whereas 
people in the industry speak of mature fields. A 
well is something you dig to tap into a reservoir, 
with several reservoirs making up an oilfield. As 
time goes by, the reservoir is depleted, not be-
cause the oil runs out; but because the pressure 
inside the reservoir—which forces oil up—de-
clines. The field as a whole then becomes ma-
ture, amazingly enough, this happens just as the 
field reaches the secondary stage of its lifecycle, 
after the initial pressure found the first time oil is 
struck starts to dissipate over the primary stage. 

The lifespan of each field is unique. Some fields 
become mature after 50 to 60 years worth of 
output—such as Egypt’s Belayim field. Some be-
come mature much earlier, around the 20-year 
mark, and some are even older than Belayim, 
and may not have even reached the secondary 
stage.

Next on the agenda came a set of workshops 
covering marginal fields, which are not neces-
sarily the same thing as small fields. Small fields 
themselves are not necessarily lower productivi-
ty fields. Size here is a reference to geographical 
dispersal, not quantitative output. A field being 
small can often be an advantage as it translates 
to easier access to the reservoir. 

A presentation lead by Ramy Magdy, Senior 

Drilling Engineer at SUCO, stated that the prob-
lem with marginal fields is that they are actually 
quite large—though definitely smaller than gi-
ant fields—and thus have varying geologies and 
isolated reservoirs. To add to the irony marginal 
fields, while new, can actually be harder to ex-
plore and produce from than mature fields. At 
least a mature field has already been mapped 
out and appropriate techniques for extraction 
learned. 

The lesson here is that oil exploration should 
never distract from existing production, howev-
er old (brownfields), because even new discov-
eries (greenfields) may be have marginal output. 
Optimization is ideal for marginal fields, while 
optimization combined with oil recovery is the 
solution for mature fields.

Oil and gas operations, moreover, can be sites 
of technology innovation, something that cuts 
down on Capex (supposedly fixed capital ex-
penditure) costs in the long-run by developing 
more cost-efficient machinery and methods 
that solve outlying technical problems. This was 
illustrated in a workshop given by SUCO about 
how the company used an innovative method to 
drill four times more wells from the same equip-
ment. An engineering team built a Roto Tree to 
allow them to use old wells in the drilling of new 
ones (using sidetracks). This added $10m in val-
ue for every three wells; while reducing overall 
costs by $2.5m per offshore well. 

Constraints of time, money, and resources are 
always placed on you but technical solutions can 
help you wriggle out from underneath them, a 
process that can be bolstered by an ‘incentive’ 
structure. The issue of patents was raised during 
the workshop titled presented by Hybrid System 
– Ras Budran” by Mohamed El-Khayat, Petrole-
um Engineering General Manager, SUCO. 

El-Khayat developed the Electro-Gas Comple-
tion technique (now a patented invention recog-
nized by the Society of Petroleum Engineers), to 
get around the limitations posed by the original 
gas injection method used at Ras Budran. Since 
2005, production had been in decline, with new 
constraints developing thanks to growing gas 
shortages, equipment deterioration and pipeline 
limitations (pressure problems). By combining 
gas with ESPs—a dual system—El-Khayat was 
able to reduce the amount of gas needed, trans-
forming gas into backup system to help out the 
ESPs.

ESPs do not provide as much lift as gas; but they 
are more reliable, the trick is convincing share-
holders to go along. The modification only cost 
around $18m and they were able to increase oil 
production. They were not completely out of the 
woods, however, since the electrical system still 
needed upgrading. There were policy implica-
tions too. 

A question was raised about the original use of 
natural gas and if there were any government 
directives here regarding the depletion of the 
country’s reserves. El-Khayat replied that neither 
EGAS nor the Petroleum Ministry had provided 
such directives and that factories in the south-
ern Sinai were demanding more and more gas 
while the pipeline problem had not been reme-
died, something he has taken up with officials. 

The final lesson drawn from the workshops on 
optimizing mature and marginal fields is that 
you do not wait for a problem to happen and 
then fix it afterwards. “If you think safety is ex-
pensive, try having an accident,” said SUCO’s 
Ramy Magdy. To do this you have to have a clear 
strategy and to take an integrated approach at 
every stage of the production process. Setting 
objectives and benchmarks for efficiency and 
constantly reviewing well performance.

Hydraulic Fracturing

Hyrdraulic fracturing, also referred to as frack-
ing, is a topic of significance in the industry. It 
has become an increasing norm and go-to tech-
nique for extraction. The term hydraulic fractur-
ing refers to the process of drilling into the earth 
and directing a high-pressure mixture of water, 
sand, chemicals at the rock to release the gas 
welled up inside. 

It is a technique already being employed widely 
in several countries, including the United States 
and Canada, although it is banned in some coun-
tries, like France, for its risk factures, particu-
larly its potential harm to water resources. The 
technique remains under exploration in Egypt, 
with the first contract for shale gas production 
through hydraulic fracturing signed between 
Shell Egypt and Apache Corporation in Decem-
ber 2014.

“Over 74 percent of all oil wells in the United 
States are hydraulically fractured,” said Ahmed 
Abdel Hamid, a petroleum engineer at Qarun. 
“It has become a very reliable method to unlock 
reservoir potential.”

With increasing curiosity toward the use of hy-
draulic fracturing in Egypt, several workshop 
sessions turned their attention to techniques 
currently being used in the field and ideas for the 
future.

“Hydraulic fracturing is an effective technique,” 
said Mohamed Darweesh, Senior Reservoir En-
gineer, Agiba Petroleum Company. The focus of 
Darweesh’s presentation was Dorra Field, locat-
ed at the Meleiha concession in the western de-
sert, in a reservoir contained within the Bahariya 
formation. The Bahariya formation is known for 
its severe heterogeneity in both horizontal and 
vertical directions. The decision to use hydraulic 
fracturing in the Dorra field increased the pro-
duction rate dramatically, as it jumped from 
20b/d to 120b/d. Due to this success, a develop-
ment plan was created to reduce pressure losses 
from the reservoir by using hydraulic fracturing.  

A workshop covering channel fracture technol-
ogy in high permeability sandstone reservoir, 
presented by Mostafa Kortam, Reservoir En-
gineer, Petrobel, the focus was turned to how 
fracturing high-permeability reservoirs may not 
be appropriate for improving well productivity in 
all cases. “We have to think of what we can do 
to improve this activity in order to optimize well 
production,” said Kortam. 

Kortam highlighted that the effectiveness of 
fracturing in high permeability reservoirs re-
mains questionable, although it has been 
demonstrated to be successful in lower perme-
ability reservoirs.

Similarly, Amr Abdel Baky, Senior Technical 
Professional in Fracking, Halliburton, pointed 
out that conventional pillar or channel fractur-
ing techniques were highlighted as successful 
means of ensuring steady production in the in-
itial extraction phase compared to convention-
al techniques. Abdel Baky said that production 
rates are initially higher with this technique 
compared to conventional ways. 

Smart Fields

Fitting within the theme of production optimi-
zation, several workshops turned their focus to 
smart fields, also referred to as digital fields. 
Smart fields essentially aim to optimize produc-
tion through enhanced technology in the field, 
relying less on manpower and more on tech-
nological tools and machines to track data and 
monitor procedures to reduce loss. 
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“You can manage your wells from your desktop,” 
said Ahmed Naguib, GHP Service Line Manager, 
Weatherford, speaking of the simplicity smart 
fields offer, adding that you can even manage 
performance via your phone. Naguib said that 
Egypt currently “has some technology to opti-
mize the wells while maintaining an appropriate 
number of staff.”

Yet, while other countries in the region, such 
as Kuwait and Oman, are beginning to explore 
more use of technology in the field, Egypt is 
still catching up to the trend of implementing 
more technology in the field. “The main diffi-
culty is getting small companies to [implement 
new technology], not the big companies,” said 
Ahmed Aly, Production Optimization Champi-
on, Weatherford, adding that Egypt has more 
small companies operating in the field, hence 
the task at hand is to build a smart field trend.in 
the industry. In the meantime, Egypt will contin-
ue to work “the conventional way with person-
nel in the field, whereas technology takes only 
minutes and is more accurate.”

During the second day of workshops, three ses-
sions were dedicated solely to smart fields and 
new technology. Flow Assurance Manager for 
Rashpetco, Saleh Ahmed, explained that for 
complex developments like the case study West 
Delta Deep Marine, offshore in the Mediterrane-
an Sea, investing in real time dynamic simulators 
can help identify problem areas and production 
issues faster, which would reduce production 
losses. “Our simulation shows us what is hap-
pening in real time,” explained Ahmed. 

Chetan Bhavsar, Application Engineer, Weather-
ford, presented several ways to optimize relaying 
field data to the office in real time. “We are now 
in the digital world, where we can process all the 
data in the office,” explained Bhavsar, who in-
sisted on the necessity of applying new technol-
ogy and tools to harness and transfer data so as 
to avoid information glut, allowing for improved 
analysis to optimize well performance. 

With new technology, however, come other 
tasks. Previously conventional ways of sending 
data by means of personnel in the field would be 
replaced by technology, resulting in more per-
sonnel working in the office to process data and 
results. “It requires a different set of training,” 
said Bhavsar. “The main difference is time opti-
mization, where we can prioritize our work.”

John Daniels, Regional Technical Manager, 
Schlumberger, discussed the different tech-
niques used in Bahriyya, where a layered, het-
erogeneous reservoir makes well optimization 
difficult. Reservoir heterogeneity creates a big 
challenge, according to Daniels, because of the 
different types of permeability. Multi-stage 
fracturing is required along with long-term frac-
ture deliverability, which affects the long-term 
economics of the well. The suggested propos-
al is to employ a Heterogeneous Rock Analysis 
workflow to address the challenge of spatially 
mapping heterogeneity. After HRA, a Reser-
voir Quality and Completion Quality workflow 
“grades the formation at the wellbore scale,” 
which leads to production optimization by bet-
ter understanding the complexity of the well. 
New technology is then implemented to insure 
continued optimization.

Improved and Enhanced Oil Recovery (IOR/
EOR)

Improved Oil Recovery (IOR) refers to oil re-
covery techniques used at the primary and sec-
ondary phases of an oilfield’s lifecycle, while 
enhanced oil recovery (EOR) refers to the third 
and hardest stage. IOR are a normal set of tech-
niques used by oil companies; but EOR is far 
more specialized. A separate industry in its own 
right, it emerged at the convention that 70% of 
Egypt’s oilfields are already at the EOR stage and 
that calls for implementing EOR on a national 
scale have gone unheeded for the past 15 years. 
There are many developing countries that Egypt 
could emulate; including Venezuela, Indonesia, 
Oman, Algeria, Romania and even Syria.

One of the most interesting workshops on IOR/
EOR was presented by Samuel Armacanqui, 
Development Manager, SUCO. His workshop 
centered round ways to use EOR in the field in a 
cost-effective manner. Armacanqui focused first 
on the global EOR industry and the lessons that 
could be applied in Egypt. 

Oil companies often try to develop a field with-
out consulting independent experts, only to dis-
cover that targets are not being met and new 
consultants will be required. Specialized service 
companies do have the required skills; however, 
some cases are too specialized to do all the gen-
eral work. The process involves screening, chem-
ical techniques, thermal technology, among 
others. No single firm is good at everything. 
Consequently these different efforts require an 

“integrated” approach—with experts, service 
companies, and traditional operators—to pro-
duce efficient results.

To illustrate this, when asked about the length 
of the average pilot study, El-Sayed El-Tayeb, 
Professor at the Cairo University and one of the 
leading EOR experts in the country, he replied 
that they are at least 3 years, often stretching to 
5 years. Armacanqui confirmed this point adding 
that with an integrated approach and data min-
ing at the earliest stages of drilling, along with 
the continuous drilling of new oil recovery wells, 
it is possible to decrease the pilot phase to a year 
and half. In a similar vein, using different IOR and 
EOR methods such as water flooding, nitrogen 
techniques, or thermal flooding in sequence also 
improves recovery factors significantly over the 
lifecycle of a field.

Other technological combinations are also on 
offer to reduce costs. Oman is one example that 
can be used, as the country currently uses so-
lar power to generate thermal flooding in Qarn 
Alam. Armacanqui also used Oman to highlight 
the need for policy direction if EOR is to occur 
on a national scale. The Omani government has 
set national targets for the whole sector—with 
at least 11% of oil production targeted to be 
from recoverable sources this year, increasing 
to 18% by 2021. A conclusion to take from this 
workshop is that Egypt could easily replicate this 
feat as there is ample local talent is present for 
the job.

The most groundbreaking EOR technique by far 
was presented by Bill Wooden, the Vice Presi-
dent of the Applied Seismic Research Corpora-
tion who developed his technique with a Russian 
scientist named Sergey Kostrov. This technique 
calls for a continuous stream of shock waves to 
be employed to knock oil particles out of the 
sand particles they stubbornly cling to.

Generating the waves adds barely any expense as 
the method uses existing wells and a few plung-
ers to generate the waves. There are no main-
tenance costs involved, save cleaning, and the 
process lasts from a year and a half to two years. 
The waves spread outwards both horizontally 
and vertically at a mile and half per second and 
can stimulate several wells at the same time.

The main limitation is that it does not work with 
homogenous fields, which is actually an advan-
tage, as other methods such as hydraulic frac-

turing and acids are normally not used in this 
type of field. Different EOR (and optimization) 
techniques can be used in sequence or even in 
tandem. In fact, the kinds of oil particles dis-
lodged by this wave-technique were often the 
ones left untouched by chemical and thermal 
methods.

Wooden also used his workshop to encourage 
young engineers to take risks. “You get your 
pleasure and craft from risk,” he said. The initial 
process he and Kostrov developed only lasted 
40 seconds—to the considerable consternation 
of both. But they did not lose hope, which was 
a theme repeated throughout the workshops. 
According to Wooden, he and Kostrov took 
many risks, and finally succeeded in increasing 
the length of the treatment over many bottles 
of vodka. 

The EOR industry needs contractual incentives 
to gain momentum. There was a broad consen-
sus during the convention over reforming the 
cost recovery system at it stifles capital invest-
ments at the end of a concession period, specifi-
cally when EOR was called for. The need for such 
a mix of policy direction and such incentives is 
equally true for optimization.

Unless optimization is taken up in earnest in the 
current price circumstances, even Egypt’s oil 
recovery prospects will be under threat. This is 
because such an expensive and risky enterprise 
as enhanced oil recovery only becomes attrac-
tive when crude prices are high. Optimization, 
by contrast, is about getting around cost con-
straints without sacrificing quality, whether in 
oil recovery or normal upstream operations, not 
to mention mid- and downstream. Barring a re-
turn to the high price era EOR itself needs to be 
optimized if it is to survive.

While the first half of the convention provid-
ed an opportunity to have a general discussion 
about production optimization in the field, the 
workshops were an opportunity for individuals 
to breakout into smaller groups and antagonize 
and evaluate ideas and current techniques. The 
opportunity to break down into smaller groups 
and formulate discussions between experts 
from different companies provided an ideal net-
working opportunity to realize the goals of pro-
duction optimization.
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Talk to anyone in the oil sector in Egypt, even 
lab assistants, and they will tell you right away 
that the government does not provide them with 
any kind of support, even with simple things like 
rock core samples, the most basic item needed 
for research. The same goes for the Scientific Re-
search Academy and the ministries of planning 
and manpower. No budgets are created for R&D 
expenses in the public sector generally, because 
any expenditure that does not bring a guaran-
teed result is considered a “squandering of public 
funds,” punishable by law. The oil sector has a lit-
tle more leeway here, as it enjoys larger revenues. 
In most developed countries, companies actually 
get tax deductions for the research they do, while 
the private sector in Egypt is saddled with sales 
and value-added taxes.
Issuing patents is a laborious process and riddled 
with loopholes, reducing a critical incentive for 
innovation. Bureaucracy intrudes even when it 
comes to getting seismic and well data from the 
petroleum ministry, involving lengthy procedures 
that slow down the research process consider-
ably, says Dr. Ahmed Noah, a noted nano-re-
searcher and formerly Associate Professor of Pe-
troleum Engineering at the American University 
in Cairo (AUC). All this places Egypt in a position 
of dependency by requiring it to constantly rely 
on the technology and knowledge that interna-
tional oil companies (IOCs) use to invest in the 
country. As a result of these priorities, Egyptian 
contributions to oil R&D have been minimal, 
to cite a petroleum engineering professor who 
would rather go unnamed, and he spoke from 
33-years worth of experience.
The World Economic Forum’s 2014/2015 Global 
Competitiveness Report ranks Egypt at 135 out of 
a list of 144 countries when it comes to the qual-
ity of scientific research institutions. This is down 
from 127 the previous year.
History of Push and Pull
Another particularly debilitating problem for 
R&D in Egypt are that state finances are geared 
primarily “towards pure research,” not practical 
applications, says Dr. Noah. 
Dr. Magdi Nasrallah, former founding Chair of the 
Department of Petroleum & Energy Engineering 
at AUC, explains, “Most research done here is for 
the sake of attaining degrees to find employment 
or to get promoted, it ultimately ends up stored 
on shelves.” The research comes in the form of 
papers with subjects like, “Carbon bonds, can 
they be double or triple?” “This is not relevant 
financially,” Nasrallah continued. The research 
is very theoretical and the kinds of experiments 
needed to test this work are very expensive—out 
of the range of developing countries like Egypt.” 
A book by a government minister who served un-
der both Nasser and Sadat, Fathi Radwan, traced 
this obsession with shelving research to the Brit-
ish mandate. Radwan says that the British made 
sure Egyptian educational curricula was all theo-
retical—no vocational training or applied scienc-
es—because they learned early on that poor fam-
ilies only wanted degrees to insure their children 
got civil service jobs.
Many of those contacted for this article claimed 
they were not allowed to speak to the media on 
the state of scientific research in Egypt. Fortu-
nately, the one government official in petroleum 
research who was willing to answer questions 
gave the impression that his institution has to 
put up with funding scientists whose research 
was inapplicable—or else they would lose them 
altogether.
Even the private sector has its own bad habits, 
stifling another key source of R&D funds. Many 
Arab businessmen—not just in Egypt—are reluc-
tant to share decision-making power, explains 
Mr. Ahmed Moaaz, Country Manager and Direc-
tor for Sea Dragon Energy. The way the oil sec-

tor works in most international locations is that 
fund managers are responsible to bring together 
investors and draw up a business plan, he says. 
There are a few entities like this in Egypt—such 
as mutual fund manager EFG Hermes—but not 
nearly enough. For them to function more effec-
tively there needs to be a separation of owner-
ship and management in business, he added.
By Egyptian R&D standards, the petroleum sec-
tor is still better off compared to other fields, 
mainly because researchers work together across 
mediums, and most other sciences in Egypt are 
plagued by a pronounced lack of this collabora-
tion. 
Science does not work unless scientists compare 
notes. There is always someone, somewhere, 
with the missing piece of the puzzle needed to 
complete another set of studies; hence, confer-
ences, conventions, publications, teamwork, and 
the broader notion of community are all integral 
to the field.
One issue highlighted during the recent conven-
tion on production optimization is that industry 
professionals are not sharing their findings with 
their counterparts elsewhere in the country. Even 
though remarkable technical discoveries are be-
ing made combining foreign knowhow with local 
skills, much needs to be done to better share this 
research with others
Midlevel R&D Funding
Another technological advantage enjoyed by 
Egypt’s petroleum sector is the Production Shar-
ing Agreements (PSAs) system. A key stipulation 
states that foreign investors must train local 
Egyptian engineers through joint venture com-
panies. This policy has paid rich dividends for the 
country, says Mr. Moaaz, who has been in Egypt’s 
oil sector from its earliest days, in both the public 
and private sectors. 
From Algeria to Qatar, Bahrain, and the UAE; 
Moaaz has found that Egyptian engineers, chem-
ists, and geologists form the “backbone” for oil 
and gas production in the MENA region. Egypt’s 
“greatest wealth is the Egyptian technologist,” 
he said.
The petroleum sector in Egypt clearly has the ex-
perienced personnel for an R&D leap; the ques-
tion is how to unlock this potential. Dr. Noah’s 
advice is to make sure that science funding, even 
at its current level, is diverted more towards 
helping scientists and engineers participate in 
conferences abroad and publish in expensive pe-
troleum journals, while upgrading the quality of 
Egyptian publications to international standards. 
In sheer quantitative terms, the number of pa-
pers published by Egyptians in international jour-
nals has been steadily increasing, says Dr. Ahmad 
Hassan, the General Manager of the Egyptian 
Universities Networks (EUN). He adds, however, 
that most local publications focus on law, busi-
ness and the humanities, not science, technolo-
gy, engineering, and medical research. 
One of the attendees of the convention’s work-
shops, a petroleum engineer, pointed out that 
Egypt, in terms of the number of scientific arti-
cles published in the petroleum field, used to be 
the top country in the Arab world, until the turn 
of the century where the numbers declined rap-
idly.
In the petroleum sector, most of the research for 
technical applications takes place at institutions 
of higher learning such as Cairo University, AUC, 
and British University in Egypt; research financing 
also came from the Qatar Foundation and Saudi 
Aramco. The cutting-edge research (e.g. nano-
tech) was taking place mainly at the Petroleum 
Research Institute, and a lesser number of private 
universities. 
Adding to this list would be non-governmental 
organizations (NGOs) such as the EUREM ener-
gy-efficiency program with the German Chamber 

Network, or the German Academic Exchange 
Service, or the British Council. 
To quote Michael Houlgate, Programme Leader 
of the British Council’s Newton-Musharafa Fund: 
“the research we do is very much about techni-
cal applications. We want the research we fund 
to be developed into tangible products that have 
a real impact on the whole country.” The organi-
zation achieves this through, “joint research, PhD 
scholarships, fellowships, workshops etc.” Unfor-
tunately, the energy-related work such NGOs do 
focuses almost exclusively on renewable energy; 
wind and solar instead of drilling technology, re-
fining, petrochemicals, and surveying techniques.
The Petroleum Hubs Model
Directing research towards petroleum demands 
a national plan says Dr. Nasrallah. A technolog-
ical problem can be targeted, such as nanotech-
nology applications or extending the lifetime of 
drill bits. Money and manpower can be deployed 
to find a solution if it is made a priority. 
Fortunately, recent business experience has 
shown that national oil companies (NOCs) have 
been able to support local petroleum-related 
R&D, as illustrated by Brazil’s Petrobras, Malay-
sia’s PETRONAS, and the Nigerian National Pe-
troleum Corporation (NNPC). According to John 
McCreery, head of Bain & Company’s Asia Pacific 
Oil & Gas practice, NOCs do this by channeling 
skills and technology into their local oil sectors 
from international oil companies (IOCs) and ser-
vice providers. 
Establishing a technology center can be a “part 
of the terms of the agreement for field develop-
ments or joint venture concessions.” This is a tac-
tic used by Abu Dhabi in the Upper Zakum field 
awarded to ExxonMobil. Even countries the size 
of Russia often insist that foreign investors agree 
to the “joint funding of technology and R&D” in 
the oil and gas sector. Through similar negotia-
tions Mexico was able to establish a deepwater 
technology center. Driving local technology in 
such a critical and expensive area is vitally impor-
tant. 
NOCs can also upgrade their network of domes-
tic suppliers by insisting on stricter standards of 
performance in exchange for local content stip-
ulations and state financing. This “localization 
strategy” works wonders because it creates a 
“clustering-effect,” with small, flexible com-
panies competing against each other in certain 
markets whilst cooperating in others through 
shared enterprises. Like scientists they share in-
formation while trying to get ahead of each oth-
er, adding value and innovating cost-reductions.
One example McCreery uses is Aberdeen, the 
city and the surrounding region in Scotland that 

became a hub for local businesses; going global 
“on the back of demonstrable world class perfor-
mance.” This case is especially relevant to Egypt 
because Aberdeen services the North Sea, an area 
of very mature fields. Like the North Sea, Egypt 
it reached peak production in the 1990s and has 
been facing a natural decline in production ever 
since.
Academic studies of Aberdeen found that IOCs 
are specifically drawn to such areas to make use 
of local talent as “each individual field develop-
ment is unique and therefore requires a different 
mix of services and products to develop it,” says 
Andrew Cumbers and Suzanne Martin, writing 
in the Scottish Geographical Journal. “Learn-
ing-by-doing” is the only way to go, so much so 
that mature regions can actually enjoy higher 
rates of return than new wells through the prop-
er application of the right, locally developed, 
techniques.
Aberdeen does not specialize in engineering fa-
cilities but in consultation and managerial ser-
vices—human resources—something that helped 
it weather economic storms in the 1990s due to 
collapsing oil prices. Investors in that era pre-
ferred to locate their operations in Scotland in-
stead of “established oil regions such as Oklaho-
ma and Egypt,” say Cumbers and Martin. Putting 
two and two together—local talent and mature 
fields—we can see how to unlock Egypt’s poten-
tial. To cite McCreery again, “international oil 
companies and service companies bring a lot to 
the table here but national companies have also 
built good experience in mature operations in 
many parts of the world.” 
Every challenge is also an opportunity, meaning 
that our mature fields in the Gulf of Suez and 
Western Desert can actually draw in the right in-
vestments and be locations for such petroleum 
hubs. But this transformation will only take place 
if the country can strip away the bureaucratic 
regulations holding it back and reorganize its 
educational system. Successful partnerships can 
and have been built on the NOC/IOC and NOC/
service company model outlined by McCreery, 
and the NGOs model cited above. 
Even the adverse price environment itself is a 
spur to innovation, as evidenced by the optimi-
zation and oil recovery options highlighted at the 
EOG convention. Egypt’s brain trust is always its 
salvation in these circumstances. The solutions 
are out there, they just have to be harnessed if 
we are ever to change the country’s otherwise 
dwindling energy prospects. 

EGYPT’S TECHNOLOGY PROBLEMS: 
THE OIL SECTOR AS AN R&D SOLUTION

By Emad El-Din Aysha, PhD

EGYPT OIL & GAS NEWSPAPER www.egyptoil-gas.com24

I N  F O C U S



Egypt Oil & Gas recently sat down with 
Maqsood Sher, head of Gaz De France Suez 
Egypt (GDF Suez) to speak to him about the 
upstream activities the company is involved in, 
as well as a bit of his own personal history. The 
interview is too detailed to print in full, but se-
lected highlights are featured below.

GDF SUEZ History in Egypt

GDF Suez has a long history of working in the 
country, being present in Egypt since 1947. The 
company’s main activities can be separated into 
four categories: Global Gas and LNG, Energy In-
ternational, Energy Services, and Environment 
Services. Sher stated that currently, GDF Suez’s 
most active business units and subsidiaries are 
in Exploration, Global LNG, GDF Energy South 
Asia, Middle East and Africa (SAMEA), Tract-
ebel Engineering, and the company’s water 
treatment division (Suez Degremont).

The Group’s business units have scored a series 
of accomplishments in Egypt. In 2008, GDF 
Tractebel engineering carried out a study along-
side the Egyptian Electricity Holding Company 
(EEHC) to develop a master plan for the Egyp-
tian Power Transmission Network over the pe-
riod of 2008-2030. Energy SAMEA is present in 
Egypt through the development of new power 
and water projects. The group is one of the larg-
est importers of LNG in Europe and the United 
States, as well as the second largest LNG ter-
minal operator in Europe. According to a study 
released by the group In 2009, GDF Suez pur-
chased 55TW hours of LNG from Egypt. How-
ever, since EGAS stopped pumping gas to the 
Idku liquefaction plant in 2014, no more cargoes 
have been lifted by GDF Suez. 

Yet, “GDF Suez is still present in IDKU, and in 
the long term GDF Suez has still interest to tap 
the vast reserves in the West Nile Delta,” said 
Sher. 

Sher went on to say, “Degrémont has been ac-
tive in Egypt since the 1940s and they have de-
signed and built more than 60 water production 
and treatment plants in the country.” Degre-
mont built its first drinking water production in 
the Nile Delta in 1948 and since then has con-
tinued to provide Egypt with safe water. Today, 
Degremont has three major water treatment 
plants in Egypt: Gabal El Asfar Waste Water 
Treatment Plant (WWTP), Gabal Optimization 
WWTP in Cairo, and the Alexandria East WWTP.

Egypt Oil & Gas asked Sher about his own his-
tory, and what brought him to the position he is 
in today. With a career spanning over 30 years 
in the E&P industry, Sher took over as GDF Suez 
Egypt´s President and Managing Director in No-
vember 2008. Before this posting he was Senior 
Vice President of Operations and Development 
for GDF Suez in Paris, and before that he spent 
25 years with Total. “I held a series of positions 
in various countries in the Middle East, South 
America, Europe, and Asia,” Sher said. He also 
served as Total UK´s operations manager before 
joining GDF SUEZ.

Current Operations

Sher said that GDF Suez’s E&P division has been 
active in Egypt since 2002. “Currently, GDF Suez 
E&P holds shares in four concessions: West El 
Burullus, Wadi Dib, and East Wadi Dib—where 
we are operators, as well as Ashrafi, and Alam 
El Shawish—where we are non-operators.”

“We have made three discoveries in Egypt, all in 
the Offshore Nile Delta through our concession 
in West El Brullus.” The three discoveries were 
through discovery wells, WEB-1X in 2008, Papy-
rus-1X in 2010, and Badr-1X in 2013.

Sher went on to say that the total reserves in 
West El-Burullus are around 300 bcf of gas and 
3.5m barrels of condensate. “Reserves in the 
Offshore Nile Delta are heavier more on gas 

with less con-
densate. Our 
concession 
in the West-
ern Desert 
has similar 

amounts of oil versus gas as the Offshore Nile 
Delta concession,” Sher said. “We are not the 
operator in the Western Desert, Shell is the op-
erator.”

Asked to speak further about the Western De-
sert concession, Sher stated that Suez’s con-
cession there, Alam El-Shawish, contains both 
oil and gas fields, and that they are both in the 
production phase. “We have 25% interest in 
this concession and Shell, with 40% interest, 
acts as the operator.” Sher continued, “These 
fields came into production in 2008 and they 
are a good contributor to Egypt´s gas produc-
tion. Their gas production is 160 mcf per day 
and their liquid production—which is conden-
sate and black oil—is around 10,000 b/d. It is a 
medium size concession.”

“In the Gulf of Suez, we also have the Ashrafi 
concession. It is operated by ENI and we are 
non-operative partners. We have the financial 
participation, we have a certain percentage in 
the joint venture.”

Sher finished speaking about current operations 
in Egypt by saying that GDF Suez is attempting 
to enter the power business. With the new fo-
cus on power generation, their future plans for 
further oil and gas development remain to be 
seen. 

Current Challenges

As many companies have been greatly affected 
by the current prices for oil worldwide, Egypt 
Oil & Gas asked Sher about whether the current 
price has affected GDF Suez’s E&P activities in 
the country. “Our operations have not been af-
fected by the oil prices and will not be affect-
ed. GDF Suez operations in Egypt will continue 
as they are,” Sher said. “GDF Suez activities are 
more gas related in the Western desert hence, 
the oil price has less impact and less of a slow-
down,” he said. 

“We have been moving ahead and sanction-
ing what is required, along with our partners 
such as Shell and Eni. Despite difficult times, 
GDF Suez has always been cooperative and has 
found the same willingness from our partners.” 

As GDF Suez does not face the same problems 
in terms of E&P, Egypt Oil & Gas asked Sher 
what major challenges they do face. “The big-
gest challenges are the timely payment of re-
ceivables and payment in dollars.” The Egyptian 
government has had a difficult time recently in 
maintaining adequate amounts of foreign cur-
rency for payments. This problem has been par-
ticularly acute for access to US dollars, as the 
Egyptian pound keeps dropping in value and 
putting upward pressure on the demand for 
dollars in private markets. 

Sher added that a related issue for the company 
is getting paid for receivables on time, “The in-
tention is there from the authorities to pay re-
ceivables.” Many companies beyond GDF Suez 
currently face the same problem. While govern-
ment agencies have been helpful, they simply 
do not have the cash to pay companies on time.

Egypt Oil & Gas also tried to tackle the issue of 
gas pricing, as we have done with several other 
interviews recently conducted, by asking Sher if 
the Egyptian government has been more flex-
ible with their pricing terms lately. “The gov-
ernment is prepared to negotiate and there is 
definitely willingness,” Sher responded.

Our newspaper also asked Sher if he believes 
the current level of investment in Egypt is suf-
ficient. “With the signing of 56 concessions 
for $12b in exploration investment since 2013, 
Egypt will definitely increase its production of 
energy. However, in order to stop importing gas 
because of the country’s increasing demand, 
the sector is in need of significant additional 
investment.”

When asked about the company’s future plans, 
Sher said that GDF Suez will continue explo-
ration to meet its commitments, adding that 
they are rationalizing the company’s portfolio 
to make sure the company is as focused and ef-
ficient as possible.
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Amid the airstrikes, political declarations, 
and hostage taking, there is another, lit-
tle-known war being waged; one whose 
outcome will surely determine the ultimate 
winners and losers in the battle for Libya. 
This war is being fought over the country’s 
single most important feature. 
This is the war for oil.
Importance of Libyan Oil
According to the World Bank, government 
revenues from oil production account for 
nearly 95% of Libya’s national budget. This 
statistic becomes even more significant 
when paired with the fact that approxi-
mately 80% of Libyans are on the govern-
ment payroll in some form or another. To say 
that the government of Libya is absolutely 
dependent on oil is an understatement. The 
entire nation subsists off its oil revenues.
The US Energy Information Agency (EIA) 
estimates that Libya has the largest oil re-
serves in Africa—at 47b barrels—also rank-
ing it in the top ten globally. The country 
exports between 70-80% of its crude oil to 
Europe, with Italy being the primary desti-
nation. 
Virtually all oil or gas produced in the coun-
try at some point comes under the purview 
of the Libyan National Oil Company (NOC), 
tasked—much like Egypt’s EGPC—with man-
aging E&P activities as well as distribution 
and exports.
As oil is vital to the nation, the NOC is key 
to the country’s future. However, since civ-
il war has erupted after the power vacuum 
left by the departure and subsequent kill-

ing of Muammar Qaddafi, it has been very 
difficult for the company to maintain its 
neutrality. Two rival governments have been 
set up—in the East and West—both seeking 
to control the NOC. More important than 
any strategic territorial gains, the winners of 
this economic battle will undoubtedly con-
trol the future of Libya.
History of Libyan Oil Development
Libya as a single country is a newcomer to 
the world stage—only declaring independ-
ence as a united country in 1951. For most 
of history the country has been divided 
into three distinct areas: Tripolitania in the 
northwest, Fezzan in the southwest, and 
Cyrenaica as the eastern half. These geo-
graphically disparate regions have tradition-
ally been inhabited by tribes and controlled 
from cities separate from the rest of Libya. 
While Muammar Qaddafi ruled the country 
by enforcing brutally repressive policies and 
ruling with an iron fist, he was perhaps the 
only one capable of holding “Libya” togeth-
er. Today the country is coming apart at the 
seams, and these old geographic boundaries 
are racing back into focus.
Oil producers were first attracted to Libya 
for the country’s vast, easy-to-extract-from 
deserts, sitting atop what were expected to 
be massive oil reserves. These expectations 
were quickly proved true. In 1956 the first 
wildcatter well was drilled in the Sirte ba-
sin, the nations largest. By the late 1950’s 
and early 1960’s, major oil companies were 
abundant; actively exploring most of the 
country under weak regulation.

Libya joined newly formed OPEC in 1962 in 
an attempt to increase national control over 
the price of oil, but under the Idrisi monar-
chy, firms were still un-regulated.
Qaddafi Comes to Power
Muammar Qaddafi came to power in a 
bloodless coup in 1969, with a vision for 
a completely different system; a social-
ist Islamic state. In accordance with these 
goals, the Libyan government embarked on 
a campaign of nationalization. In 1970, the 
National Oil Company (NOC) of Libya was 
established and tasked with exploiting and 
regulating the country’s oil reserves (later 
expanded to include natural gas).
Qaddafi believed that standards for oil pro-
duction had long been unfair; failing to ad-
equately compensate nations such as his. 
According to researchers David Blundy and 
Andrew Lycett, Qaddafi advisor and dep-
uty chairman Abdessalam Jalloud was in-
structed by the colonel to restrict the out-
put of Libyan crude in order to force a price 
increase. The tactic was successful, and by 
1970—a year later—nearly all members of 
OPEC had followed suit. 
Qaddafi’s campaign of nationalization had 
immediate effects, as the newly formed 
NOC was limited by law to signing agree-
ments with firms using the Production Shar-
ing Agreement model (PSAs—also common-
ly employed in Egypt). This changed the oil 
production dynamic considerably, as PSAs 
require all exploration risks to be carried 
by the foreign oil company. It also changed 
existing contracts, as fields that had previ-

ously been exploited completely by IOCs 
were nationalized and joint ventures set up. 
By 1976, ConocoPhillips’s Umm Farud, BP’s 
Sarir, and Amoco’s Sahabir fields were all 
nationalized.
Under the leadership of Muammar Qaddafi, 
Libya had at times maintained very tenu-
ous relations with its main oil importer—
the West. This was especially true during 
the tenure of US President Ronald Reagan. 
Calling Qaddafi the “Mad Dog of the Middle 
East,” Reagan made confrontation with the 
Libyan leader a priority early in his presiden-
cy. An executive order banning Libyan oil 
imports to the United States was signed in 
early 1982. 
Repeated conflicts between the two nations 
continued; as disagreements over territori-
al lines in the Gulf of Sidra boiled over into 
open conflict after accused Libyan involve-
ment in killing American citizens. 
In 1986, the US formally imposed econom-
ic sanctions on Libya, forcing all companies 
also doing business in the US to cease opera-
tions in Libya. Major oil companies including 
Marathon, Conoco, and Occidental all left 
important production fields that, in total, 
were generating over 250,000 b/d. Stand-
still agreements were reached, but the move 
deeply hurt US firms. 
In 1988, a new bid round was held by Libya’s 
NOC and new agreements were signed with 
major non-US firms such as Shell, OMV, and 
Husky Oil. One of the main new features of 
these agreements was a clause guarantee-
ing certain levels of expenditure from the 
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companies involved, a notable departure 
from earlier agreements.
From the late 80’s through the early 2000’s, 
Libya was under sanctions by the US and UN, 
and very little new investment in the oil sec-
tor was possible in the country. The industry 
stagnated. This all changed in 2006, when 
the last economic sanctions placed on the 
country were lifted by the US. 
Recent Operations
While Libya was producing 3.3m b/d at its 
peak in the 1970s, according to Middle East 
analyst Christopher Blanchard, the country 
was down to about 1.8m b/d in 2008. This 
marked decrease is due to two main rea-
sons. First is the natural decline of oil fields, 
particularly in the shallow wells originally 
drilled in Libya. The second main reason is 
decades of economic sanctions, which have 
limited investment in the oil and gas sector 
generally, hitting its infrastructure particu-
larly hard. In spite of this, in 2006 the Lib-
yan government formed a Council for Oil 
and Gas Affairs to regulate the industry. 
Much like the shadow regulator currently in 
place to regulate gas activities in Egypt, this 
council aimed to give the NOC more inde-
pendence in pursuing production activities, 
particularly through its joint ventures. This 
council also set a target for the nation to 
produce 2.3m b/d by 2013. 
Considering the country only possesses 16 
oil or gas wells per 10,000 km—according to 
Norway’s INSTOCK, similar countries have 
more than 50—there is considerable explo-
ration yet to be made in Libya, especially 
with recent advances in EOR/IOR technol-
ogy. However, no major agreements have 
been signed for the past ten years, and with 

the country currently embroiled in civil war, 
this is unlikely to change anytime soon.
Post Revolution
After the bloody revolution of 2011, the NOC 
was quick to bounce back to near its pre-vio-
lence levels of production. In March of 2013, 
deals were announced by Germany’s Win-
tershall as well as a consortium of IOCs led 
by the NOC to bring online around 200,000 
b/d. Italian giant Eni brought its own pro-
duction up to 250,000 b/d, only slightly be-
low its pre-war peak of 280,000 b/d. 
BP and Repsol had staff in country that 
were working on finalizing agreements and 
ensuring that security of local staff was suf-
ficient. However, Libya was on the cusp of 
violence yet again. 
Current Crisis
The governing body that emerged after the 
revolution was the General National Con-
gress (GNC). Dominated by Islamists, the 
GNC was elected by popular vote and giv-
en a term of 18 months. Based in Tripoli, 
the GNC was tasked primarily with drafting 
a new constitution, something the body 
failed to do in a timely manner, having only 
just started on the constitution by the end 
of its agreed-upon term. As new electoral 
agreements had not been created, the GNC 
stayed in power for over two years.
In February of 2014, Khalifa Haftar—a well-
known general from the Gaddafi era—de-
clared that the current GNC was invalid. 
Haftar said that since the congress had ex-
tended its own mandate outside of a demo-
cratic vote, he would be forced to dissolve it. 
The GNC condemned the announcement as 
a thinly veiled coup attempt.

The next few months saw the beginning of a 
military campaign Haftar has branded “Op-
eration Dignity.” The goal of the campaign 
is ostensibly to remove the Islamic Brother-
hood from Libya, but critics have regularly 
stated that it is simply a grab for power in 
which the former general attacks potential 
political opponents—referring to them as 
“terrorists.”
In August of 2014 a new government was 
elected called the House of Representatives 
(HoR). This government was designed to 
replace the GNC. However, the Islamist fac-
tions within the GNC feared they would be 
marginalized in the new political body, and 
therefore refused to dissolve. 
The present crisis is currently rooted in the 
fact that there are now two rival govern-
ments, one in Tripoli and one in the eastern 
city of Tobruk. Internationally, different na-
tions have supported different sides, giving 
a global angle to the current crisis. 
NOC Role
The NOC has a complex role in modern-day 
Libya. Being a government entity, the organ-
ization has been headquartered in Tripoli for 
its entire existence. However this currently 
presents problems, as most western states 
only recognize the eastern-based House of 
Representatives as Libya’s legitimate gov-
ernment. 
Both governments took immediate action 
to try and wrest complete control of the 
only business that matters in Libya: Oil. The 
HoR acted by decreeing that the Oil and 
Gas Ministry of Libya was to be dissolved 
immediately, and that the NOC would be 
granted complete control over all oil and 
gas matters in the country. They also fired 

(at least in theory) the current head of the 
NOC in Tripoli and appointed a new head to 
be headquartered in Tobruk. For its part, the 
GNC in Tripoli also appointed their own NOC 
chairman, with his offices in Tripoli. The GNC 
also maintained that the Oil and Gas Minis-
try was still fully functioning and in charge 
of agreements in the country.
Oil is big business, and risk mitigation strat-
egies are none-more apparent than for en-
ergy companies operating in Libya. Without 
clear delineation about which government 
is truly in charge of the sector, oil majors 
have mostly steered clear of signing new 
agreements with either one.
The truly complicating factor is that while 
the majority of oil-producing fields are in 
the east—under HoR control, all concession 
agreement terms route payment through 
the Libyan National Bank in Tripoli. 
With their only revenues coming from oil, 
neither government has the ability to simply 
let the other take over the industry. Ironical-
ly, the resource supplying funds is the only 
resource being fought over.
With a rising jihadi threat and the ongoing 
war being waged, the future of Libya’s NOC 
is uncertain. As long as the country remains 
mired in civil war, significant expenditure by 
oil companies are unlikely; due diligence ar-
gues against such moves. 
One thing is certain: as long as black liquid 
remains just below the surface, internation-
al firms will keep flocking back to Libya. The 
country may be a question mark for now, 
but as soon as violence ceases, it is set to be 
a goldmine.
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Introduction

This project is to provide a sufficient 
volume of water injection at the nec-
essary pressure to secure production 
in the Morgan field in the Gulf of Suez. 
The Morgan system began production 
more than 30 years ago and signifi-
cant water production is anticipated to 
commence after years of production. 
Therefore it is imperative that this pipe-
line project be commissioned and ready 
for operation before the end of 2017—
when water production is predicted to 
exceed 20%—after replacing or adding 

the following pipelines. 

Surveys of In Line Inspection (ILI) for 
the new 18” October/Ras Bakr pipeline 
revealed that the pipeline is suffering 
significant-to severe corrosion damage 
in the offshore section. The pipeline 
has 580 anomalies with over 40% wall 
thickness losses. The pipeline is suffer-
ing from severe integrity issues and in-
ternal corrosion, and has leaked multi-
ple times in multiple locations. 

The second, older, 18” October/Ras 
Bakr pipeline was not in phase I for ILI 

surveys but GUPCO anticipates that 
this pipeline is suffering from similar 
(or possibly worse) corrosion degrada-
tion as witnessed in the newer pipeline.

A new 18” oil pipeline has been pro-
posed to run from the October Com-
plex to Ras Bakr. The last smart pig run 
for the 18” oil trunk pipeline from the 
M-8 platform to Ras Shukheir indicates 
that this pipeline is suffering from se-
vere corrosion, especially in the first 
kilometer from the M-8 platform.

The following is the repair and replacement plan for these downstream operations:

No. Size (Inch) From To Main Service / 
Possible Service

Length (KM)

1 18” October-P Ras Bakr OIL / HPG 37 Replaced

2 18” Morgan 36 Morgan 8 OIL / Three Phases 2 New

3 18” Morgan 8 Ras Shukier OIL / Three Phases 1st. 1.25 KM Replace

4 12” July Water Flood July10- WI / OIL 12 New

5 8” Morgan 36 Morgan 55 WI / HPG 4 New

6 8” Morgan 160 Morgan 190 WI 1 Replaced

The export route for all the Morgan and Badri production to 
Ras Shukheir is through two oil trunk pipelines: The first is 
the above mentioned 18” pipeline; and the second is the 20” 
oil trunk pipeline from M-36 platform to Ras Shukheir. 

Any failure of these pipelines will result in major production 
losses. It is worth mentioning that there is an 18” oil trunk 
pipeline between the M-8 platform to the M-36 platform in-
stalled in 2005, that sends the production of M-36to R/SH 
via the 18” trunk line from the M-8 platform to Ras Shukheir. 
This pipeline has failed and is currently out of service.

GUPCO’s plan is to install a new 18” oil trunk pipeline be-
tween the M-8 platform and the M-36 platform as an export 
route for the Morgan Sadri field; to avoid major production 
loss in case of failure to any of the two existing trunk pipe-
lines.

For the 18” Morgan 8 To Ras Shukier Oil/Three Phases 600 
0.5” - 5L – X52, the pipeline that suffered severe damage 
within the short time since installation (compared to the 
other trunk lines), the most severe damage is located start-
ing from the pig trap launcher within the first kilometer. 

Project Objective:

To protect and recover the oil production in the Morgan and 

October fields. The fields are currently producing an average 
of 45,000 b/d

Project Budget

The pipelines project budget will is as follows: 8 Inch 
M160-M190 of 1KM length to cost 6.64 MM$, 8 Inch M36-M55 
4 KM length to cost 14.1 MM$, 12 Inch J10-JWF 12 KM length 
to cost 21.18 MM$, 18 Inch M36 To M8 2 KM length to cost 
7.45 MM$, 18 Inch October-P to Rbakr 37 KM length to cost 
61.6 MM$, 18 Inch M8 To R-Shukier 1 KM length to cost Opex 
(0.775) +Capex (7.225 MM$) with total 8 MM$, The overall 
project will cost 118.97 MM$.

Contracting Strategy

Integral to this strategy is utilizing existing contracts with 
Egypt’s National Contractors when project activities are 
within local market capability and capacity. Services and 
activities that are not covered by existing GUPCO Contracts 
will be competitively tendered in accordance with GUP-
CO-approved procedures for contracting and procurement.

The project contracting activities fall into the following cat-
egories:

Route Survey

GOS PIPELINES PROGRAM 2014
Given the amount of survey work required as an input for engineering and de-
sign, it is therefore proposed to invite competitive tenders for the route survey of 
the new pipelines from the local and global market. In this instance, the general 
remuneration type is Unit Rate, whereby a daily amount for a vessel plus survey 
equipment is paid.

Engineering

It is proposed that pipelines engineering scope be tendered. The general remu-
neration type is reimbursable, where a man-hour estimate is made by CTR and a 
man-hour rate is paid by category.

Procurement

It is proposed that GUPCO carries out the entire procurement scope. However, 
the engineering contractor shall undertake technical evaluations as part of his re-
quirements.

Line Pipes Coating

It is proposed that the pipes coating scope shall be awarded to Petrojet. This scope 
lends itself to Unit Rate remuneration.

Offshore Transportation

It is proposed that the transportation scope, if required, shall be awarded to PMS. 
This scope lends itself to Lump Sum remuneration.

Offshore Installation

A pipelay invitation to tender will be sent; it will then be tendered to the interna-
tional market. This scope lends itself to Lump Sum remuneration.

• Geophysical Survey contract in the amount of 1 MM$ awarded to ECGS-FU-
GRO.

• Engineering contract in the amount of 2 MM$ will be tendered.

• Material contract with an amount of 22 MM$ will be tendered, where 60km 
of pipes will coated at a Petrojet yard at Port Said.

• Installation with an amount of 67.97 MM$ will be tendered.

• Supervision, Inspection, and Overheads will cost 10 MM$

• Contingency will reach 16 MM$

• TOTAL approved budget will reach 118.97 MM$

By Salah Mohamed Farid Tantawy - Chairman Assistant for Projects Suez Petroleum Company, GUPCO
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www.spe.org/go/natc

Well established and now in its fifth edition, the 
SPE North Africa Technical Conference and Exhibition 

provides an international platform to discuss, share knowledge, experiences, and the latest 
technical applications available for the oil and gas industry in North Africa.

Held under the patronage of 
H.E. Eng. Sherif Ismail, Minister of Petroleum and Mineral Resources, Egypt

For more information about sponsorship and exhibition, 

please contact Taghreed Khallaf at tkhallaf@spe.org

BOOK YOUR PLACE TODAY!

www.spe.org/go/natc formsdubai@spe.org +971.4.457.5800 +971.4.457.3164

50%
OFF*

on standard 
registration fees for 
Egyptian nationals in 
operating companies

Conference Gala  
Dinner Sponsor

Delegate Bags 
Sponsor

Lanyards Sponsor Conference Proceedings 
Sponsor

Under the Patronage of

Exhibitors

Caltec | EGAS | EGPC | Egypt Oil & Gas | Enppi | Ganope | Gulf Oil and Gas | Hardbanding Solutions | Impact Fluid Solutions

MaxTube | Middle East Oil Refinery | Packers Plus | PETROJET | Petroleum Africa | Petroleum Today | QUICK

Schlumberger Logelco Inc. | TDE International Limited | Tenaris | Tiger Offshore | Weatherford

A high profile executive plenary session on 
The Role of Small and Medium Enterprises (SMEs) in the Region’s Oil and Gas Industry—

Challenges and Opportunities

PROGRAMME HIGHLIGHTS

*Terms and conditions apply

•	Panel discussions on •	27 sessions with 81 technical presentations

•	ePosters: An innovative technology 
showcase featuring digital poster 
presentations

•	4 one-day training courses

•	International exhibition

i. EOR/IOR 
ii. North Africa’s Unexploited 

Potential and Promising 
Future through Extension 
and Revival

iii. Unconventional 
Resources—Can They 
Become “Conventional”?
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Egypt Rig Count per Area – May 2015
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Area Total Percentage of Total Rigs

Gulf of Suez 10 10

Mediterranean Sea 4 4

Western Desert 65 65

Sinai 10 10

Eastern Desert 4 4

Delta 3 3
Ganoub El Wadi 0 0

Total 96 96

Oil Equivalent Gas Condensate Liquefied Gas
Barrel Barrel Barrel Barrel 

April-13 April-14 April-15 April-13 April-14 April-15 April-13 April-14 April-15 April-13 April-14 April-15

Med. Sea 21262500 16416607 13302500 1258924 901130 722373 343015 336466 251569

E.D. 2509309 2170694 2082219 40179 52857 29286 2928 2952 2061 8453 8509 4639

W.D. 8463147 8806682 9762314 6607679 6612321 7590893 1392188 1406313 1455339 689021 699385 745118

GOS 4151427 4074191 4031897 323750 338214 618036 65568 60777 73797 211043 208048 255273

Delta 72218 53139 39083 1570893 2043571 2017500 137590 191035 158453 87949 84622 107003

Sinai 2055845 2010990 2100613 1607 1429 5000 32746 28428 21189 74655 61481 57898

Upper Egypt 13497 10473 8872

Total 17265443 17126169 18024998 29806608 25464999 23563215 2889944 2590635 2433212 1414136 1398511 1421500

Rigs per Specification April 2015 - May 2015 Oil Production March 2013 - 2015

Condensates Production March 2013 - 2015
Rigs per Area April 2015 - May 2015

Equivalent Gas Production March 2013 - 2015

Liquefied Gas Production March 2013 - 2015
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Hit your target consistently with decades of field-proven experience and the industry’s most reliable 
rotary steerable technology.

We land wells that others can’t. Every time. Each member of the AutoTrak™ rotary steerable family is 
specifically designed to help reach your target. And with the new AutoTrak eXact high build rate rotary 
steerable system with logging-while-drilling services, you get the Answers While Drilling™ you need.

Call us or visit BakerHughes.com/AutoTrakeXact and let us help you hit your next target.

+44 2070 483646 or +1 713-268-6218

Stay on target.
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