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Editor’'s Note

The December issue of Egypt Oil and Gas ad-
dresses a variety of issues and ongoing politi-
cal events that impact the Egyptian oil and
gas sector. Our In Focus feature this month
is devoted to the ongoing issue of delayed
payments.  While this issue has been ad-
dressed a length, the problem of arears is still
at the forefront of the sector. Renewed in-
vestment and exploration is largely hindered
by the issue of delayed payments and we
consult a variety of academics and other ex-
perts in order to determine how the issue will
impact the Egyptian oil and gas sector in the
short and long-term. Our Political Review is
a sharp commentary on the ongoing trial of
Mohamed Morsi while our In Review feature is
devoted to exploring how Egypt's increasing
need for electricity can be met.

One year ago | noted in my first editorial note
that | had many goals for this publication. The
vast majority of these goals have been effec-
fively met. Cumulatively | feel that my fime
here was well spent as | learned a great deal
about the sector and made a broad network
of contacts that will hopefully serve me wellin
the future. | also made many good friends
and believe that my efforts strongly contrib-
uted to a greater polish and sharper editorial
focus.

As this is my last issue as Editor in Chief of Egypt
Oil and Gas, | would like to take this opportu-
nity o thank our editorial team for their hard

specifically like to thank our Managing Editor
Maya Moseley for her incredible work ethic
and attention to detail. Maya will unfortu-
nately also depart EOG this month and we alll
wish her the best in all her future endeavors.
Senior Staff Writer Laura Raus also deserves
strong appreciation for her curiosity, unwa-
vering work ethic, as well as her composure.
The entire editorial feam should also feel a
debt of gratitude toward our Communica-
tion Licison and franslator Salma Selim for her
loyalty and hard work. We could not have
functioned with out Salma'’s foresightedness
and quick thinking. | would also like to extend
a personal and heartfelt thanks to our car-
toonist Mai Gamal whose creativity, intellect,
and skepticism will undoubtedly serve her
well in the years to come. Lastly, | would also
like to thank our incredibly talented graphic
artist Omar Ghazal as well as our Senior Re-
porter Wael El Serag for their hard work and
patience. Finally, lwould like to thank Ayman
Radly for his technological support to the edi-
forial process.

Of course none of the above is possible with-
out the efforts of Mohamad Fouad who of-
fered us all this enlightening opportunity to
work together exploring this vibrant sector of
Egypt’'s economy. | will sincerely miss working
with everyone here and hope to see you all
again with regularity.

work, support, and commitment. | would H
................................................................................................................... Julie Herrick  Editorin Chief /
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An endeavor to transform brownfields into new opportunities

THE FUTURE OF BROWNFIELD

DEVELOPMENT IN EGYPT
WORKSHOP

May 2014 - Cairo, Egypt

Topic Categories Include

— New scenario and technologies for optimizing production in mature fields:
o Drilling and well technologies.
o Application of 2D and 3D.
o Production and reservoir engineering.
o Completion and artificial lifting art of science.
— Defining a mature field and establishing the challenges involved in exploring it.
— Gained experience in mature fields as a planning tool application in green fields.
— The government as a facilitator for new technology applications: current chstacles
and recommended actions.
— Taking the decision to re-invest: the economics of a brownfield.
— Integrated reservoir and asset management in brownfields.
— Improving recovery from mature assets.
— Intergraded planning to reduce the risk of managing mature assets.
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S8 YOUR BROKER.

YOUR INVESTOR.
YOUR ADVISOR.

Committed to assisting clients in real-
izing their long term growth strate-
gies, both in local and international
real estate investments, B2B provides
world-class services catering to cli-
ents’ individual needs; be it in bro-
kerage, commercial & residential pro-
jects selling, or market research and
property appraisals. B2B’s outsourced
services aim to reduce corporate cli-
ents’ overhead costs while increasing
their return on investment.
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Business to Business
for Investment & Real Estate Marketing

Hotline 19323

New Cairo, 5th Settlement, Off El Showyfat St.
Villa No. 167, 1st District, Zone 7

facebook.com/b2bre | www.b2b-egy.com
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BEST
Residential
Compounds

BEST
Resale
Properties

BEST
Adminstrative
Buildings

IMPORTANT
Medical
Projects

B2B For Investment and Real Estate Marketing has a variety
of Real Estate Services provided by a dedicated team with

more than 10 years of experience in the real estate market ...
helps you in making your decision.
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SEgypt News

GPC/SCIMITAR Drills Three Wells

GPC/SCIMITAR  recently completed
drilling three new developmental wells
in its concession area in the Eastern De-
sert. The company'’s production rate of
crude oil reached 1,326,370 barrels in
October 2013.

ISS-130

The 1SS-130 oil producing well was
drilled to a depth of 1,955 ft utilizing
the SHAMS-1 rig. Investments surround-
ing the drilling process are estimated at
USD 470,000.

ISS-135

The 1SS-135 oil producing well was
drilled to a depth of 1,916 ft utilizing
the SHAMS-1 rig. Investments surround-
ing the drilling process are estimated at

USD 470,000.

1SS-134

The 1SS-134 oil producing developmen-
tal well was drilled to a depth of 1,873
ft utilizing the SHAMS-1 rig. Investments
surrounding the drilling process are esti-
mated at USD 600,000.

PETROSAFWA Drills New Well

PETROSAFWA recently driled a new
exploratory well in its concession area
in the Western Desert during the fiscal
year 2013-2014. The N.DABAA-1X oil

producing well was drilled to a depth of
14,740 ft utilizing the EDC-10 rig. Invest-
ments surrounding the drilling process
are estimated at USD 1.548 million.

Apache Drills New Well in Western Desert

Apache American Corporation re-
cently driled a new exploratory well
in its concession area in the Western
Desert during the fiscal year 2013-2014.
The W.KAL R-1X oil producing well was

drilled to a depth of 13,700 ft utilizing
the EDC-59 rig. Investments surrounding
the driling process are estimated USD
3.637 million.

PETROSILAH Drills Two Wells

PETROSILAH, a joint venture between
EGPC and Merlon International, recent-
ly drilled two new developmental wells
in its concession area in the Western
Desert. The company's production rate
of crude oil reached 141,012 barrels in
October 2013.

SILAH 2-3
The SILAH 2-3 oil producing well was
drilled to a depth of 7,900 ft utilizing the

EDC-49 rig. Investments surrounding the
drilling process are estimated at USD
1.420 million.

SILAH-24

The SILAH-24 oil producing develop-
mental well was drilled to a depth of
7,750 ft utilizing the TANMIA-1 rig. Invest-
ments surrounding the drilling process
are estimated at USD 1.228 million.

BAPETCO Drills Three Wells

BAPETCO, a joint venture between
EGPC and Shell, recently completed
drilling three new developmental wells
in ifs concession area in the Western
Desert. The company'’s production rate
of gas reached 1,166,836 barrels in Oc-
tober 2013.

OBA D-AX (39)

The OBA D-AX (39) gas producing well
was drilled to a depth of 13,435 ft uti-
lizing the EDC-55 rig. Investments sur-
rounding the drilling process are esti-
mated at USD 4.613 million.

OBA D-AN (40)

The OBA D-AN (40) gas producing well
was drilled to a depth of 13,472 ft uti-
lizing the EDC-42 rig. Investments sur-
rounding the driling process are esti-
mated at USD 6.329 million.

SITRA 8-29

The SITRA 8-29 oil producing develop-
mental well was drilled to a depth of
12,027 ft utilizing the EDC-72 rig. Invest-
ments surrounding the drilling process
are estimated at USD 3.950 million.
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SUCO Drills New Well

SUCO, ajoint venture between EGPC
and RWE, recently completed a new
developmental well in its concession
area in the Gulf of Suez. The RB-A8A
ST-3 oil producing well was drilled to
a depth of 13,600 ft utilizing the ZOS-
ER rig. Investments surrounding the
drilling process are estimated at USD
18.978 miillion. The company’'s pro-
duction rate of crude oil reached
515,915 barrels in October 2013.

PETRODARA Drills Two Wells

PETRODARA, a joint venture between
EGPC and TransGlobe, recently
drilled two new developmental wells
in its concession area in the Eastern
Desert. The company's production
rate of crude oil reached 372,263 bar-
rels in October 2013.

E-ARTA-44
The E-ARTA-46 oil producing well was
drilled to a depth of 4,766 ft ufilizing

the ST-7 rig. Investments surrounding
the driling process are estimated at
USD 826,000.

HOSHIA-18

The HOSHIA-18 oil producing devel-
opmental well was drilled o a depth
of 4,715 ft utilizing the ST-7 rig. Invest-
ments surrounding the drilling process
are estimated at USD 500,000.

Agiba Drrills Five Wells

Agiba, ajoint venture between EGPC,
MITSUI (10%) and IEOC (40%), recently
drilled five new developmental wells
in its concession area in the Western
Desert. The company’s production
rate of crude oil reached 1,945,923
barrels in October 2013.

E.AGHAR-21

The E.AGHAR-21 oil producing well
was drilled to a depth of 6,500 ft ufi-
lizing the WF-161 rig. Investments sur-
rounding the drilling process are esti-
mated at USD 700,000.

DORRA-15

The DORRA-15 oil producing well was
drilled to a depth of 6,305 ft ufilizing
the ST-8 rig. Investments surrounding
the driling process are estimated at
uSD 785,000.

E.AGHAR-23

The E.AGHAR-23 oil producing devel-
opmental well was drilled to a depth
of 6,500 ft utilizing the WF-161 rig. In-
vestments surrounding the drilling pro-
cess are estimated at USD 833,000.

E.AGHAR-24

The E.AGHAR-24 oil producing devel-
opmental well was drilled to a depth
of 6,505 ft utilizing the WF-161 rig. In-
vestments surrounding the drilling pro-
cess are estimated at USD 795,000.

FARAS-48

The FARAS-48 oil producing develop-
mental well was drilled to a depth of
3.320 ft utilizing the WF-147 rig. Invest-
ments surrounding the drilling process
are estimated at USD 777,000.

WESTBAKR Drills New Well

WESTBAKR, a joint venture between
EGPC and EPEDECO, recently
drilled a new developmental well
in its concession area in the Eastern
Desert. The H-23 oil producing well
was drilled to a depth of 5,495 ft

utilizing the EDC-62 rig. Investments
surrounding the drilling process are
estimated at USD 500,000. The com-
pany's production rate of crude oll
reached 196,989 barrels in October
2013.

EL HAMRA OIL Drills New Well

El HAMRA OIL Company, a joint
venture between EGPC and IPR,
recently drilled a new developmen-
tal well in its concession area in the
Western Desert. The NE ALAMEIN-9
oil producing well was drilled to a

depth of 6,100 ft utilizing the EFAD-
111 rig. Investments surrounding the
drilling process are estimated at USD
1.845 milion. The company’s pro-
duction rate of crude oil reached
128,561 barrels in October 2013.

Khalda Drills Six New Wells

Khalda, a joint venture between EGPC and
Apache American Corporation, recently drilled
six new developmental wells in its concession
area in the Western Desert during the fiscal year
2013-2014. The company's production of crude
oil reached 4,588,147 barrels in October 2013.

AG-117

The AG-117 oil producing well was drilled to a
depth of 10,635 ft utilizing the EDC-50 rig. Invest-
menfts surrounding the drilling process are esti-
mated at USD 2.073 million.

RENPET-24

The RENPET-24 oil producing well was drilled in 13
days to a depth of 7,205 ft utilizing the EDC-61
rig. Investments surrounding the drilling process
are estimated at USD 500,000.

NRQ 255-5
The NRQ 255-5 oil producing developmental
well was drilled in 27 days to a depth of 8,300 ft

utilizing the EDC-65 rig. Investments surrounding
the drilling process are estimated at USD 920,000.

WRIZK-116

The WRZK-116 oil producing developmental well
was drilled in 16 days to a depth of 6,550 ft utiliz-
ing the EDC-66 rig. Investments surrounding the
drilling process are estimated at USD 851,000.

MEGHAR-3

The MEGHAR-3 oil producing developmental
well was drilled in 58 days to a depth of 12,281 ft
utilizing the EDC-17 rig. Investments surrounding
the drilling process are estimated at USD 1.702
million.

PEPI-S-1X

The PEPI-S-1X oil producing exploratory well was
drilled to a depth of 14,500 ft utilizing the EDC-16
rig. Investments surrounding the drilling process
are estimated at USD 2.054 million.

Qarun Drills Four Wells

Qarun, a joint venture between EGPC and
Apache American Corporation, recently com-
pleted driling four developmental wells in ifs
concession areain the Western Desert. The com-
pany's production rate of crude oil reached
1,394,163 barrels in October 2013.

WON C-4

The WON C-6 oil producing well was drilled to a
depth of 9,200 ft utilizing the EDC-17 rig. Invest-
menfts surrounding the drilling process are esti-
mated at USD 1.346 million.

KARAMA-24

The KARAMA-24 oil producing developmental
well was drilled to a depth of 7,975 ft ufilizing the
EDC-47 rig. Investments surrounding the driling
process are estimated at USD 1.381 million.

NQ-9
The NQ-9 oil producing developmental well was
drilled to a depth of 9,431 ft utilizing the EDC-51

rig. Investments surrounding the drilling process
are estimated at USD 2.450 million.

Heba-351

The Heba-351 oil producing developmental well
was drilled to a depth of 7,050 ft utilizing the
EDC-63 rig. Investments surrounding the driling
process are estimated at USD 1 million.

Butane Cylinder Crisis

Egypt has faced shortages in cooking gas cyl-
inders, as a result of weather Mohamed Abu
Shady, the Minister of Supply and Internal Trade
postponed the shipments of butane gas. Abu
Shady declared that in coordination with the
Ministry of Petroleum large amounts of gas cyl-
inders would be distributed to warehouses na-
tionwide starting November 11 to resolve the
shortage issue. According to the Ministry of Pe-
troleum, last week 48,000 tons of butane gas
was imported. On November 11th 22,500 tons of
butane gas arrived in the ports of Suez and Al-
exandria. On November 13th 6,500 tons arrived
and 10,500 tons arrived on November 14th Sau-
di Arabia agreed to provide Egypt a shipment
including 80,000 tons of butane gas as part of its
aid program. The expected delivery date is No-

vember 20-25. These shipments have been im-
ported to increase the amount of cooking gas
to meet the needs of the domestic market, Daily
News Egypt reported.

wifhin sociefy.

Sergei Lavrov
Russia’s Foreign
Minister

1 We are quite confident that Eqypt will

“ overcome ifs currenf crises, and puf “
info consideration the inferests of all

polifical, ethnic and religious blocs

posifion.

Mohamed Morsi
Former President

of Egypt

1 This is a crime and treason. A crime 1
because it has all the manifestations

of a coup, and treason because it “

befrayed the oath that the defence

minister swore fo the armed forces

and fo the Egyptian people when he fook his

already in existence.

Nabil Fahmy
Egypt’s Foreign
Minister

We look forward fo co-operation with
Russia in mulfiple fields and that is
because of Russia’s significance in the
infernational arena. We look forward
fo sfrong, confinuous and sfable relafions with
Russia. We seek fo energise a relation that is

The United States believes that the
US-Egypt partnership is going fo be
“ strongest when Egypt is represented
by an inclusive, democratically-elect-
ed, civilian government based on rule
of law, fundamental freedoms, and an open and
compefifive economy,.

John Kerry
US Secretary of
State
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SEgypt News

The Russian Military Visits Egypt

In July the Egyptian army succeeded
in removing former President Mo-
hamed Morsi. After the President’s
ouster the United States decided
to hold back military aid to Egypt
worth hundreds of millions of dollars.
In addition, the delivery of weapons
that included an F-16 aircraft, M1A1
tanks and Apache helicopters was
also suspended. Europe Online stat-
ed that after this loss Egypt started to
look for other weapons suppliers. On
October 28 a Russian military intelli-
gence delegation arrived in Cairo to
discuss the possibility of collaborating
with the Egyptian army.

Egypt Signs Nine Oil and Gas Exploration Contracts

According to Bloomberg, Egypt has
recently signed nine new crude oil
and natfural gas exploration agree-
ments with companies including
Royal Dutch Shell Plc. This is due to
the current economic and political
situation that Egypt has been expe-
riencing for the past three years. The
agreement was to drill a total of 15
wells in the following areas: Gulf of
Suez, Sinai and Eastern and Western
Deserts. According to the Oil Minister,
these contracts will need a minimum

investment of USD 470 million. The
ministry said companies who won
the exploration contracts include
PICO International Petroleum, Grey-
stone Oil and Gas LLP and Petzed In-
vestment and Project Management
Ltd. These companies will receive to-
tal signing bonuses of USD 50 million.
Sherif Ismail, the Oil Minister, men-
fioned that, “Egypt is still able to at-
fract petroleum investments.”

Gulf Fuel Aid Results in Glut

Egypt is currently facing glut in fuel
supplies due to the recent influx of
assistance from Gulf Countries. Tarek
Al-Molla, Chairman of the Egyptian
General Petroleum Corp. (EGPC)
told Reuters that his main priority is to
release cargoes donated from Saudi
Arabia, Kuwait and the United Arab
Emirates as part of the aid packages.
Egypt is glad to receive gifts from the
Gulf since the removal of the Islamist
President Mohamed Morsi in July. For
instance, Saudi Arabia is considered
to be one of the biggest fuel suppli-
ers to Egypt. This is through sending
gasoline and gasoil as well as pro-
pane and butane. Molla said, “I am
100 percent covered for gasoline but

we still need to import gasoil, butane
and propane.” He mentioned that
all three countries are sending gasoil,
however Saudi Arabia is delivering
propane and butane while Kuwait
and Emirates do not. Kuwait had ar-
ranged to send Egypt five million bar-
rels of oil products during the period
from August to December 2013.
While the gifts have eased fuel short-
ages in the market, they also result-
ed in glut as contfracted shipments
are forced to wait to unload their
cargoes. Some cargoes have been
waiting for months to unload. These
delays result in penalty fines, which
will increase EGPC's existing debt.

Egypt to Issue Tenders for Shale Exploration

According to Al-Shorfa, Abu Bakr
lorahim, the Vice President of
Ganoub El Wadi Petroleum Holding
Company that is a part of the Egyp-
fian General Petroleum Corporation
(EGPC), said that by the beginning of
2014 Egypt would issue international
tenders for oil shale exploration. The
reason behind this bid is to boost en-
ergy production for domestic con-
sumption looking for high-energy
demand. EGPC has formed a tech-
nical committee to decide on the
sifes where the exfraction will take
place and the companies able fo

participate in this bid. According fo
Radwan Fathallh, Ministry of Pefrole-
um marketing adviser, “The technical
committee formed by the Egyptian
Petroleum Corporation has already
begun confracting international
companies specialized in this type
of oil exiraction.” The committee
stated that exploration places have
fo be near water sources because
of the large water amount needed
for extractions. These sources are as
follows: the Nile, the Mediterranean
Sea and the Red Sea.

Egypt Signs New Deal with Foreign Gas Firms

many exploration companies to
cease developing new offshore
projects.

The stagnation of gas produc-
tion has resulted in domestic gas
shortages.

Egypt’'s Minister of Petroleum,
Sherif Ismail, said that EGAS is
revising the prices it pays to pur-
chase gas from foreign compao-
nies.

Ismail fold Al-Mal newspaper
that EGAS would modify seven
existing contracts, as well as sign
seven new confracts. According
to Reuters, Ismail did not indicate
what the new pricing would be
or the companies involved. The
Egyptian government’s payment
to offshore gas producers in the
country is just enough to cover
their investment costs, causing

Petrosilah’s Oil Production Volatile

Petrosilah’s oil Production Indicators May 2013 - Oct. 2013.

150000

145000

140000
135000

130000

125000

120000
115000

110000

105000

1

1i5

100000
May-13 Jun-13 Jul-13

The oil production of Pefrosilah Pefroleum
Company has been volatile between May
and October. It increased quickly in the first
months of this period, surging from 128,882
barrels in May to 141,549 barrels in July,
which represents a 9.8% growth. However,
the output fell by 8.7% in August, almost to
the level it had been on in May. In Septem-

Aug-13 Sep-13 Oct-13

ber, it surged again, by as much as 10.6%,
reaching 142,888 barrels, which is the high-
est production of the period. October saw
slightly lower production, amounting tfo
141,012 barrels. The average oil production
of Petrosilah was 136,738 barrels from May
to October.

Petroshahd’s Oil Production Stabilizing

Petroshahd’s Oil Production Indicators May 2013 - Oct. 2013.
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The oil production of Petroshahd Petfroleum
Company has stabilized in recent months.
It increased quickly during the summer,
surging from the 505,693 barrels in May to
675,395 barrels by July. This represents a
33.6% increase. However, thereafter the

Aug-13 Sep-13 Oct-13

production has been relatively stable,
ranging from 630,000 to 680,000 barrels.
The output was the highest in July when it
reached 678,514 barrels. The average oil
production of Petroshahd was 621,569 bar-
rels from May to October.
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The ACTive™ family of live downhole services allows downhole measurement, interpretation,

and job optimization with services delivered through coiled tubing. These services provide the
information you need to adjust job parameters, to improve effectiveness, to reduce risks, and
to optimize performance when it matters most—uwhile the treatment is still in progress.
ACTive services include

m ACTive Matrix
m ACTive Cleanout
m ACTive Perf

m ACTive Isolation
m ACTive Lift

m ACTive Profiling.

You can only improve what you can measure.

“Wark ol Schbmbirger D 008 Schiuribgegar, 06-CT-045

www.slb.com/active

Schiumberger
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“Mediterra

~an News

Cyprus and Total Sign MOU

According to Oil & Gas Jour-
nal, the Republic of Cyprus
and Total E&P Cyprus BV re-
cently signed a memorandum
of understanding on LNG ex-
ports from the island. In June
2012, Cyprus decided to start
working on an onshore LNG

plant at Vasilikos, which will
hold an export capacity of 5
million tons per year that could
be increased to 15 million tpy.
The decision made was that
both companies would work
together on the feasibility of
that plant.

Cyprus Developing a Natural Gas Industry

According to Yiorgos Lak-
kotrypis, the Cypriot Energy
Minister and former Microsoft
executive, Cyprus and Total,
the French oil giant, recently
agreed on developing a plant
to liguefy natural gas and turn
it into a shippable export prod-
uct. The NY Times reports that
this is a part of a long-term
strategy they came up with
in order to help the economy
out of the deep recession that
followed its financial crisis this
year. Cyprus decided to build
this LNG plant at Vasilikos, an

industrial zone on the south
coast of the island. Mr. Lak-
kotrypis said building this plant
could cost as much as USD
6 billion as well as could take
much time. He added that Cy-
prus is on its way to become
a regional hub for the energy
industry. The minister thinks that
if Cyprus used gas instead of
burning fuel oil for most of its
needs, then about ten percent
of that would be enough to
power the country for twenty
years.

Health Safety and Regulations in the

Mediterranean Sea

IRN, the global summits organ-
izer, is organizihg an event on
21st-22nd January in Florence,
ltaly. The Health, Safety and En-
vironmental Regulations Med
2014 Summit (HSE) will cover the
HSE challenges and regulations
in the Mediterranean oil and gas
industry along with a detailed
coverage of the safety and en-
vironmental protection regime
in the Eastern Mediterranean.
According to the summit's web-
site, speakers participating in the
discussion will include: Mr. Tahar
Cherif Zerarka, President of the

Algerian Hydrocarbon Regula-
fory Authority (ARH), Malek Kal-
lel, Head of HSEQ Department at
SEREPT. Mr. Kallel will be speaking
about the model that SEREPT is
using fo assess the safety culture.
Abdulnasser Ganidi, HSEQ Man-
agement Committee  Advisor
at the Libyan NOC, Melital Oil
and Gas, will be speaking on the
walys to minimize operational risks
by implementing health, safety,
environmental, quality and secu-
rity verifications and certifications
and making sure of implement-
ing and managing asset integrity.

Tamar Partners and Gazprom Agree
to Export Liquefied Gas

Gazprom, the Russian gas gi-
ant, and Delek Driling, a part-
ner in the Tamar gas field,
agreed to finance an offshore-
liquefied natural gas facility
and to sell LNG to customers
abroad. The agreement states
that Gazprom supervises annu-
al sales of 3 million tons of LNG
or about 4.2 billion cubic me-
ters over 20 years. Giedon Tad-
mor, the CEO of Delek Group's
Avner Oil Exploratfion Partner-
ship and Chairman of Delek
drilling said, “The signing of the
agreement in principle with
Gazprom is not just an impor-

¢ tant milestone in advancing

Tamar's floating liquefied natu-
ral gas facility, which is expect-
ed to be one of the first in the
world. It's also strategic coop-
eration with a significant inter-
national player like Gazprom.”
As a result Gazprom will be
able to export directly to
high-priced markets in Japan,
South Korea, China and India
who are currently inaccessible
through pipeline. Viadimir Pu-
fin, Russia’s President recently
called for mounting LNG efforts
to be able to expand Russia’s
gas exports, which would focus
on the weak European market.

Agreement

Malta and Italy are holding
discussions to reach an agree-
ment on a joint exploration
plan for offshore reservoirs.
Both countries contain oil and
gasreserves, but recently inter-
est has grown in Malta’s off-
shore fields. The offshore fields
are estimated to hold between
9.8 and 62.8 million barrels of oil

| Malta and Italy Seek Offshore Exploration

and up to 12.8 billion cubic feet
of gas, reports Penn Energy.
Following the October Oil and
Gas Summit between the two
countries and industry repre-
sentatives, Malta’s Prime Min-
ister Joseph Muscat expressed
optimism over an agreement
being reached soon.

According tfo Offshore Jour-
nal, Energean Oil and Gas
has agreed with Ocean Rig
on a 50/50 joint venture called
OceanEnergean. Both aim to
participate in new bid rounds
for offshore concessions in
Greece and other places with
water depths that are more than
1,000 m (3,281 ft). This agree-
ment combines Energean’s
experience in the exploration,
development and operation of
oil and gas fields with Ocean
Rig's international experience in

deep water drilling.

Energean and Ocean Joint Venture

ENERGEAN

OIL & GAS

OCEAN RIG a

Libya Continues Exporting
Gas to Italy

The National Oil Corp. (NOC)
spokesman Mohamed al-Hariri
fold Reuters Libya will proceed
with the process of exporting gas
tfo Italy. Exports have resumed
as the protesters at the Mel-
litah port calling for political de-
mands have left. Thus, al- Hariri
said, “Inspectors are now com-
ing fo inspect the ferminal and
prepare resuming exports.”

Obstacles Posed to
Upstream by Spanish
Bureaucracy

Antonio Martin, the Caim Energy
General Manager for Spain said,
“Spain is a country with growing
exploration potential, offering a
friendly investment environment
with new investment business
opportunities.” PLATIS reported
that at the second East Atlantic
Oil and Gas Summit in Madrid,
the conference delegates said
that upstream players are inter-
ested in unlocking potential re-
serves of 2 bilion barrels of all,
equivalent to 20 percent of na-
fional demand for the next twen-
ty years and seventy years worth
of gas, equivalent to 2.5 frillion
cubic meters. However, progress
is blocked due to bureaucratic
delays. Improvements made in
the offshore exploration technol-
ogy and the rise in oil prices has
made the oil and gas fields in
Spain more attractive.

Kurdistan and Turkey
Deal

In the beginning of 2013, Kurd-
ish and Turkish leaders have
signed an energy partnership
agreement. This agreement will
provide Kurdistan with energy
revenue and independence.
Ashti Hawrami, the Kurdistan
region’s Minister of Natural Re-
sources, said by the end of this
year a pipeline will be built to
connect directly to Turkey, be-
yond Baghdad’s reach. Haw-
rami said that, “It is our duty as
Iragis to pursue export routes
for oil and gas to secure our
future.”
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Libya Confirms Marathon’s Stay, While Concentrating

on Algeria Gas Deal

TTwo years after the ouster of leader Mum-
mar Gaddafi, oil companies started re-
assessing their role in the North African
country, however the Oil Minister Abdebari
Arusi pressured them to stay. Therefore, the
government refused Marathon's deal of
selling its stake in Waha Oil Company and
confirmed Marathon's decision of operat-
ing in Libya. According to Arusi's meeting
with Ohm Collins Shabane, Mnister in the
South African presidency, "We discussed
that South Africa will buy some oil from
Libya based on world market prices.” Lib-

ya is facing power cuts in peak demand,
thus it is looking to purchase oil from Alge-
ria. Shabane’s point of view is that Libya
and South Africa are looking forward to
increasing oil and other economic col-
laboration. He said, "We are exploring pos-
sibilities in ferms of increasing our frade.”
Brazil's Petrbas has been operating an
exploratory offshore block in Libya since
2005. Petrobas had written a letter to the
oil ministry showing its interest of continuing
their operations in Libya.

BG Profits Declined to USD 1.1 Billion

In the third quarter of 2013 BG Group'’s
profits declined to USD 1.07 billion, which
is 4 percent lower than the same period of
2012, The Telegraph reported. This marked
the company’s lowest level since 2007.
The decline was because of the decision
taken to decrease US gas operations be-
cause of the decrease in gas prices due
to shale gas growth. Production volumes
should be better in the fourth quarter of
2013 as developments in the North Sea
come on sfream.

BG GROUP

Shell Accused of Overstating Oil Spills as Pipeline Thefts

Amnesty International said that oil com-
panies are responsible for reporting the
causes of their losses. Audrey Gaughran,
the global issues director at Amnesty In-
ternational said, "Oil companies roufinely
blame oil spills on thieves even when the
company is at fault.” Based on what he
mentioned, the organization has evidence
showing that Shell Petroleum, which push-
es the bulk of oil in Nigeria's Niger Delta
region, underreports the size of spills and
ignores the proof that the spills are due to
faulty equipment and not sabotage. The
company then refuses compensation to

those affected by spills attributed to sabo-
tage, reports Amnesty International. Based
on reports, other oil companies are pollut-
ing the Niger Delta as well.

Shell rejected Amnesty’s accusations and
mentioned that it is not their fault. Accord-
ing to Shell, criminals are the ones who
cause oil pollution. Shell said, oil thieves
regularly attack pipelines in Nigeria caus-
ing the diversion of 100,000 barrels of oil
every day that costs the Nigerian govern-
ment billions of dollars.

Oil Companies’ Profits are Declining While Capital Expendi-
tures are Rising
Dale Nijoka, Sector Leader at EY Global Oil

& Gas said, “Strong capital spending has
resulted in the discovery of substantial new

reserves. However, profits suffered in 2012
as an oversupply of gas reserves has kept
prices low in North America. However, with
increases in global demand these new
additional reserves will likely pay off over
time.” According to PR Newswire, in 2012

capital expenditures of worldwide oil and
gas companies increased by 13% while
upstream profits dwindled. EY's annual
global oil and gas reserves study shows
that oil reserves increased 3% and gas re-
serves declined 2%. The reason behind this
downward reserve revision is low natural
gas prices in North America.

Hagar Qim'’s Success Over Tarxien

According to Times of Malta, Infrastructure
Minister Joe Mizzi said that geological and
economic studies showed that the Hagar
Qim well, located about 150 kilometers
south of Malta in area four, shows more
potential over Tarxien. It will be the first well

to be drilled during the first quarter of 2014.
Mediterranean Oil and Gas and Genel En-
ergy will start drilling the first well. Based on
the studies they decided to take another
company's technical opinion.

Statoil Produces from Visund North Field

Statoil ASA started production from the
Visund North Sea based oil and gas field,
which contains 29 billion boe in total recov-
erable reserves. Oil is transported in a pipe-
line to the Visund A platform for processing
through a pipeline manifold and a subsea
safety integrity value under the platform.
The company developed the field using a
standard, 4-well subsea template, reports

the Oil & Gas Journal. Investments sur-
rounding the development process of the
field are estimated at 3.3 billion kroner (USD
550 million). The scheduled time frame was
three to four weeks earlier than the start
date of production, while the completion
of the first well and a production shutdown
at the Visund A platform were postponed.

Statoil Explores 20-25 Wells off Norway

Statoil and partners discovered oil at Wist-
ing Central, in the Hoop area. The well is
operated by OMYV, informs the Oil & Gas
Journal. This year Statoil has found two
natural oil and gas discoveries in the Jo-
han Castberg areq, located north west of
Snohvit oil field and the Hoop area north
east of Johan Castberg. These two discov-
eries are called Skugard and Havis. In 2014

Statoil will explore 20 to 25 offshore wells
in Norway of which they will operate two-
thirds. Next year, the company’s explora-
tion will be in the area around the King
Lear gas condensate discovery of 2012.

Statoil Discovers 55 to 100 Million Barrels at Snilehorn

value barrels that allow us to extend the pro-
duction life of our installations.”

Statoil recently discovered its third oil field
at the Snilehorn prospect in the Norwegian
Sea, which is nine miles north east of the
Njord field. The company said that 6407/8-
6 well and sidetrack well 6407/8-6A have
proven several oil columns in the formations
dating from the Jurassic period. According
to Rigzone, the discovery’s estimated vol-
ume is between 55 and 100 million barrels
of recoverable oil. Gro G. Haatvedt, Statoil’'s
Senior Vice President for Exploration on the
Norwegian contfinental shelf said, “In three
months we have made three new discov-
eries in the Norne Asgard and Njord areas,
providing a fotal of 86 to 166 million barrels
of recoverable oil equivalent. These are high

Aral Develops North Block Well in Kazakhstan

Aral Petroleum Capital LP recently tested
the 306 well, informs the Oil & Gas Journal.
The well is in East Zhagabulak field, which is
located on the 380,000-acre North Block in
the North Caspian basin in Kazakhstan. Aral
owns 100% of the block, which tested at the
rate of 579 bpd of oil. According the Pacific
Energy Development Company, the well's
results increased the fotal production from
the region to 869 bpd. Based on the test suc-
cess, Aral decided to postpone the testing
process for two more target intervals of well
306. Instead the company will perforate and
acidize well 315 and well 316. Then it will re-
vise certain upper objectives of well 308.

Sudan to Invite Bids for Five Oil Blocks

In 2014 Sudan is expecting the produc- Ahmed Al-Jaz, the Sudanese Minister
fion of its crude oil to double, reach- of Petroleum, told journalists in Abu
ing 300,000 barrels per day compared Dhabithat the government will start in-
tfo 120,000 barrel per day on 2012. This  viting bids next month to explore oil in
decision was made because Sudan five blocks. Three of which will be off-
has lost % of its oil production due to shore and the other two on land, said
the South Sudan separation. Dr. Awad  Sudan Division Daily.
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SGulf News

Boom in Oil and Gas Drilling Expected in

Saudi Arabia
Halliburton, Baker Hughes and
Schlumberger have identified

Saudi Arabia as a key market for
growth next year. Reuters reports
that service companies are ex-
panding operations in Saudi Ara-
bia as Saudi Aramco increases
exploration for unconventional
reservoirs. The country currently

has 160 rigs but that is expected
to increase to 210 by the end of
2014. Tenders have not been is-
sued yet so it remains unknown
where all of the new drilling will
occur. Saudi Arabia has ramped
up production since 2011 to make
up for losses from other countries,
such as Libya.

by Spending USD 70 Billion

Suhail Mohamed Al Marzoui,
Minister of Energy for the Unit-
ed Arab Emirates (UAE), said
in the coming five years Abu
Dhabi National Oil Compa-
ny (ADNOC) will increase ifs
crude production capacity by
spending more than USD 70 bil-
lion. At the Abu Dhabi Interna-
tional Petroleum Exhibition and
Conference (ADIPEC) he said
by 2018 the production ca-
pacity willreach more than 3.5
million barrels per day. Al Maz-
roui added, “ADIPEC 2013 is an
outstanding forum to directly
discuss pressing issues facing
the allimportant oil and gas
industry.” During the discussion
panel the UAE energy minister
stated that the country is work-

energy represents 25 percent,
renewable 7 percent and gas
70 percent of the total energy

ing on expanding its energy

resources in which the nuclear

In 1974 Heavy Engineering Indus-
tfries and Ship Building (HEISCO)
was founded in Kuwait. The com-
pany diversified its business in dif-
ferent areas such as: oil and gas,
petrochemicals, power, pressure,
equipment manufacturing, ship
building and repair, dredging and
marine construction, major civil
construction maintenance and
other industrial services including
heavy industry projects. Recently
on October 27th , HEISCO won a
tender worth USD 151.5 million to
be used in building oil pipelines
for Kuwait Oil Company (KOC).

HEISCO's Tender for KOC

HEISCO stated, “The five-year pro-
ject will be carried out west of the
country.”

According to Reuters, KKR, the US
private equity firm, and the inter-
national arm of Kuwait Petroleum
Corporation joined a bid for the
German utility RWE’s oil and gas
unit DEA. They also mentioned that
Kuwait Foreign Petroleum Explora-
tion Company (Kufpec) is joining
KKR to bid for the unit that is worth
up to EUR 5 billion. Sources said in

Kuwait Petroleum and KKR Bid on DEA

March 2013 that RWE was plan-
ning to sell DEA to save billions of
euros that it would have to invest
in exploration and production. This
decision was made, because RWE
was suffering from loss-making
power plants, an increase in re-
newable power and a net debft of
EUR 35 billion.

and Gas Minister

Mohammed bin Hamad Al Rum-
hy, Oman’'s Oil and Gas Minister,
states that energy subsidies in
member states of the Gulf Co-
operatfion Council are wasteful
and unsustainable. Al Rumhy pro-
claimed, “What is really destroying
us right now is subsidies...we simply
need fo raise the price of pefrol
and electricity.” According fo Oil
Price, GCC economies are de-

Energy Subsidies Unsustainable in GCC: Oman'’s Oil

pendent on energy exports which
they use to fund subsidies and
other social programs. However,
energy subsidies have resulted in
a rapidly growing demand, with
natural gas consumption in the re-
gion rising by 722% compared to
41% globally. Governments main-
fain the subsidies to avoid public
uproar, despite being financially
unsustainable in the long term.

:Unconventional News

TEPCO Acquires More Shale Gas

Shale gas is considered a new en-
ergy resource that draws attention
nowadays. Production of shale
gas is facing a rapid growth in dif-
ferent countries including the Unit-
ed States and Canada. In 2023
Tokyo Electric Power Co. (TEPCO)
is planning to increase shale gas
procurement by buying 10 mil-
lion tons and saving Y 130 billion
(USD 1.28 billion), which is equal to
5 percent of its annual fuel costs.
TEPCO is looking forward using
shale gas for 40 percent of its an-
nual fuel in 2023. In February TEP-
CO arranged an agreement with
both Mitsubishi Corp and Mitsui &
Co. The agreement stated that
starting 2017 TEPCO will import
shale gas to the US to be able to
procure 800,000 tons a year for a
period of 20 years. Then, TEPCO
decided it would raise the amount
of tons purchased every year by
400,000. During this year, TEPCO
will reach a treaty with both com-
panies on the new amount. TEP-

CO is using thermal power that
helps in electricity production af-
ter being generated in one of its
nuclear power plants called Fuku-
shima that is currently closed as a
result of the 2011 disaster, pushing
its annual fuel costs to Y 3 frillion.
It was the first time for the US gov-
ernment approving the export of
shale gas to Japan in May 2013.
According to Japan’'s Institute of
Energy Economics, last year the
LNG average import price was
USD 17 per round lot. Shale gas is
expected to cost only USD 11 to
USD 12 including costs and trans-
port expenses to Japan.

TEPCO

Dart Energy’s Chief Calling for Shale’s Diversity

According to London’s Daily Tele-
graph, John McGoldrick, the Chief
Executive of the Australian com-
pany Dart Energy, said renewable
energy resources do not provide
the same type of feedstock or raw
materials needed to fuel power
plants, suggesting shale gas as the
solution. Based on the results from
the British Geological Survey, the
Bowland shale formation has 1.3
quadrillion cubic feet of natural

gas. GDF Suez, a French energy
company decided to pay USD 12
million to Dart energy, for a 25 per-
cent stake in 13 onshore licenses in
the Bowland reserve area. Shale
could be one of the sources that
guarantees energy security for the
country where net natural gas im-
ports could increase from 45 per-
centin 2011 to 76 percent by 2030,
said the government.

Nigeria Warns on the
Impact of Shale Gas

According to the Nigerian As-
sociation of Petroleum Explo-
rationists (NAPE), shale gas is
weakening the hope of natu-
ral gas as a major income
stfream for the country’s feder-
al government. The shale gas

development is threatening
the future of LNG, reports Busi-
nessDay. Nigeria has received
warnings from the Organizo-
tion of Petroleum Exporting
Countries (OPEC) regarding
the future impact on the pro-
duction of crude oil. Eddy
Wikina, managing director of
Energy Resources and former
external affairs manager at
Shell Nigeria Exploration and
Production Company (SNEP-
CO) said, "It was no longer
news that shale gas and oll
would impact negatively on
Nigeria’'s crude oil produc-
fion,” adding, “It's going to af-
fect the global marketability of
Nigerian export market.”

The Cooperation Deal
between Emarat and
Bahrain Petroleum Com-

pany

According to Gulf News, a meeting
took place at Abu Dhabi between
Adel Khalifa Al Shaer, the Acting
General Manager at Emirates Gen-
eral Petroleum Corporation (Emarat),
and Zakaria Sulaiman, the General
Manager of Bahrain Petroleum Com-
pany (Bapco). The meeting aimed
towards developing the relationships
between both companies as well as
the possibilities of investing in the fuel
and energy field.

Kuwait to Raise Crude
Production

Kuwait has announced plans to ex-
pand its crude oil production ca-
pacity from three million bpd to four
million bpd. This will result in a total
production increase of 33 percent.
Kuwait Oil Company (KOC) spokes-
person, Fawaz Hammadi said, "KOC
has completed projects to expand
the capacity of its export ferminals to
3.2 million bpd and their quay hand-
ing capacity has risen to 1,700 tank-
ers a year. As for oil producing wells,
we now have 2,157 wells.” Accord-
ing to Value Walk, Kuwait's produc-
fion has grown from 2.5 million bpd in
2007 to a current rate of three million
bpd.

Eni Signs Oil Deal with Quicksilver

Eni recently signed an agree-
ment with Quicksilver Resources
Inc. (KWK), in which both Eni and
Quicksilver will cooperate togeth-
er to help in developing, explor-
ing and evaluating onshore shale
oil. Eni will have half a stake in
two Quicksilver areas located in
the Leon Valley in the West Texas
county of Pecos. Both areas will
cost Eni USD 52 million. According
tfo the Wall Street Journal, Eni is a
small player in the success of shale
gas and oil, however it is planning
to penetrate the Chinese market
and develop its vision in Algeria.

“'

enl

Shale’s Impact on Global

Economies

World economies are improving,
especially North America, as new
supplies of shale gas feedstock
come on stream. Bill Sanderson;
vice president of downstream
research and consulting for IHS,
said that the US dependence on
foreign energy is declining due

to the development of shale gas
and oll, said Rubber News. He also
added that crude oil imports will
fall below pre-1970 levels and are
expected to stay there through

2025. Therefore, oil prices need
to be above USD 80 per barrel for
the development to be economi-
cally viable. As a result, through
2025 the price range of oil will
be between USD 75-120 per bar-
rel. HIS chief economist Nariman
Behravesh said at the GClobal
Plastics summit that, “US growth
is set to strengthen in spite of the
problems in Washington. China’s
growth is stabilizing, but there are
maijor challenges ahead.”

N,
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Centrica and Qatar Deal for Importing LNG

Reuters reported that Britain's big-
gest energy supplier British Gas,
which is owned by Centrica, re-
cently signed a deal with Qatar
for GBP 4.4 billion. The deal is to
import liquefied natural gas (LNG)
because Britain depends on gas
through pipelines from its biggest
supplier Norway, and from main-
land European countries. The deal
will last for four and a half years.
Britain's dependency on foreign
gas has reached record levels in

the first quarter of 2013. Therefore,
the agreement will help Britain in
securing its energy needs, due to
the decrease in North Sea sup-
plies. Khalid Bin Al Khalifa Al Thani,
the Chief Executive Officer of Qa-
tar Gas declared, “The signing of
this agreement represents our fur-
ther commitment to have Centri-
ca as a partner for the UK market
which confinues to be one of the
most important LNG markets in Eu-
rope.”

China’s First Floating LNG Terminal to Receive

Gas in December

According to Beijing Daily, “Con-
struction of China’s first floating
LNG terminal is coming to an end.
It will be ready to supply clean en-
ergy to Tianjin city next month.”

Reuters reported that this LNG
project would facilitate a future
winter supply in the world's top
energy consumer. In order to do
this, Beijing asked energy com-
panies to boost gas production
at domestic fields, increase gas
imports and prioritize supplies to

public fransportation and residen-
tial users over the winter period.
The floating LNG project consists
of two phases. The first phase cost-
ing 3.3 billion Yuan (33 million), is
infended to receive an annual ca-
pacity of 2.2 million tons or 3 billion
cubic meters. The second phase
will include the construction of a
conventional onshore LNG termi-
nal that holds a capacity not less
than 6 million tons a year.

Klesch Awards Barclays a German Refinery

Supply Deal

Klesch Swiss industrial group de-
cided that Barclays would supply
crude oil to the group’'s German
refinery, said Reuters. The decision
was made because Barclays has
won two other refinery deals in
the past two years. The deals are
to supply a Hawaiian refinery and
Stanlow, the second largest Brit-

ish refinery. Klesch is also investing
in mining, power generation and
chemicals through other compa-
nies. The Klesch agreement, worth
hundreds of millions of dollars per
month, will encourage the bank in
developing its commodities busi-
ness.

Philips 66 Closes Borger Refinery for Maintenance

According to Bloomberg, the
US Borger oil refinery owned by
Philips 66 and based in Texas de-
cided to shutdown an alkylation
unit in March for maintenance.
The shutdown is due to the high-
octane blending component
for gasoline that the unit is pro-
ducing. The Borger refinery runs
146,000 barrels a day of sour
crudes delivered by pipelines
from western Texas, Canada

Protesters Close an Oil Refinery in Libya

Government spokesman Mo-
hammed al-Hariri says protestors
have closed an oil refinery locat-
ed in al Zawiya in western Libya,
which is 30 miles (50 kilometers)
west of Tripoli, reports ABC news.
This was due to the government
statements that it might not be
able to cover its expenditures

because of the disruption of
around sixty percent of Libya's
oil exports from eastern areas.
The protestors are men who
were injured during the fight to
remove Moammar Gadhafi. The
refinery is responsible for provid-
ing 23 percent of the country’s
fuel needs.

Captain Cleared of Oil Spill

A Spanish court cleared the cap-
tain and crew of the Prestige oil
tanker of criminal responsibility
for the 2002 spill. The court found
that the vessel sank due to its
poor condition. Reuters reports
that the vessel had been dam-

aged during a storm, resulting in
a leak of one of the fuel tanks.
The vessel was then refused per-
mission to dock by Spain, Portu-
gal, and France. After days at
seq, the ship split info two and
sank.

Iran Abandons Pipeline Project with Pakistan

Pakistan’s Finance Minister Ishaq
Dar has claimed that Iran has
backed out of the Pak-Iran pipe-
line, as Iran cannot finance the
project. Dar said that Pakistan
is still committed to the project

but will be unable to finance it
alone. According to the Moni-
toring Desk, Iran was supposed
to provide USD 500 million for the
pipeline.

Shell Investigating Leak
at Australia Refinery

Shell Australia is investigating a
leak at the Geelong refinery. A
flammable product was leak-
ing from a catalytic cracking
unit at the facility, according
to Reuters. Emergency crews
are working to contain the
leak. The plant refines crude
oils and feedstocks for distribu-
tion in domestic and foreign
markets. Shell Australia spokes-
man Paul Zennaor said, “The
refinery continues to manufac-
ture fuels, and Shell does not
expect any market impact.”

Lithuania Receives Approv-
al for Aid to LNG Project

The European Commission aqp-
proved the provision of USD 606 mil-
lion in loan guarantees and other
aid in order to finance a LNG ter-
minal in Lithuania. Approval was
necessary in order to receive a EUR
87 million loan from the European
Investment Bank after state-owned
Klaopedos Nafta failed to secure
funding from commercial banks.
Klaipedos Nafta wil become the
first LNG importer on the eastern
coast of the Baltic Sea once the
project in completed. According
to Reuters, the terminal is expected
to come online in December 2014.
Commission Vice President of com-
petition said, “The aid will reduce
Lithuania’s dependence on a sin-
gle source of gas supplies and en-
hance its security of supply.” The
country is currently dependent on
Russian gas.

Wind Farms Helping UK Achieve Renewable Targets

Britain is on its way to reaching its 2020 targets in re-
newable generated electricity. Seawork supporting
organization Renewable UK said, the commercial
marine industry has been affected by investments
in offshore wind farms. The company added that
2.75 gigawaltts of onshore and offshore wind farms
are under construction. By the end of year 2014,
Gwynt Y Mor, Europe's largest wind farm located
off the coast on North Wales will start generating

power. The Times mentioned that power coming
out of wind turbines helps in generating half of the
UK’s renewables. According fo 2013 second quarter
figures, 15.5% of Britain's generated elecftricity came
from renewables, with 50% more power generated
by offshore wind turbines compared to the same
period last year.

SEDA Believes Wind Is a Renewable Resource

The Sustainable Energy Development Authority in
Malaysia (SEDA) is considering adding wind energy
to its renewable energy scheme. SEDA’'s CEO, Datin
Badriyah Abdul Malek mentioned that the compa-
ny’s new project is working on a national wind map.
Badriyah reported to StarBiz, "We are expecting a
comprehensive wind map for Malaysia to be ready
by end 2014". She added that SEDA was looking to
boost the renewable energy sources in the Feed-in-
Tariff (FiT) portfolio. According fo the Renewable En-
ergy Act 2011, only four technologies are applica-

ble to Fil. These technologies are biomass, biogas,
solar photovoltaic and small hydro with wind to be
included. There is no market available in Malaysia
to drive a wind farm and that is the reason why Ma-
laysia does not have any wind farms yet. Thus, Badri-
yah stated, “If there is any technical potential, then
SEDA along with Energy Green Technology and Wa-
ter Ministry will include wind under the FiT portfolio to
increase the range of renewable energy to expe-
dite towards energy security and autonomy.”

CEO of Renewable Energy Buys 50,000 Shares

Andrew Whalley, the Chief Executive Officer
(CEO) of Renewable Energy Generation, purchased
a total of 50,000 shares on behalf of his self-invest-
ed pension plan. According tfo London’s Alliance

Renewable tn

News, each share costs 78.4 pence. Whalley now
holds a total of 392,017 shares equal to 0.38% stake.
The wind and bio-power company'’s shares went up
t0 0.20 pence at a price of 78.70p on Thursday.

By EOG
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WHEN VERSATILITY COUNTS...

Fugro SAE
Telephone : +20 (0) 2 2758 0299

Email : enquiries@fugro-egypt.net

www.fugro.com
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The Fugro Navigator is the only specialist geoscience survey vessel dedicated to the Egyptian market. The Navigator’s
multi-role capability allows her to undertake a wide range of survey activities, such as geophysical and geotechnical
surveysfordrill sitesand pipelines,ROV surveysandinspections,and high resolution seismic surveysand environmental

As a specialist survey vessel, the Navigator offers significant advantages over vessels of opportunity by offering:

The Navigator is permanently equipped with a wide range of geophysical equipment for deep and shallow-water
operations while ROV systems and geotechnical and environmental equipment are mobilized to the vessel on a
project-by-project basis. She has carried out an average of 15 survey projects each year since her introduction in early
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G EGYPT'S ELECTRICITY NEEDS

onsumption has about doubled i

1 10 K

Current Capacity and Consumption

As per the latest annual report (2011/12)
of the Egyptian Electricity Holding
Company (EEHC), 88% of installed capacity
is thermal and 10% hydro. There is also 550
MW of wind energy capacity and one solar
thermal power plant that produces 20 MW
of solar energy. More than three-fourths
of thermal power is fueled by natural gas
while fuel oil is used to a lesser extent.
Out of thermal capacity, 50% comes from
steam plants, 39% from combined cycle
plants and 11% from gas turbine plants.
Since the government established the first
combined cycle plant in 1989, their share
has increased considerably. This is due
to the fact that they can reach thermal
efficiencies of up to 60% in contrast fo the
maximum of 40% efficiency attained by
steam plants.

Households consume 42% of electricity
and 31% is consumed by industries.
According to the EECH, 99% of Egypt's
households are linked to the power grid.
Egypt's grid is also linked to Libya and
Jordan. Jordan has also connected its
grid to Syria and Lebanon, therefore Egypt
can trade with them as well. However, the
amount of power sold and purchased is
insubstantial.

Plan for Raising Capacity

The government plans to add 12,400 MW
of thermal capacity in the period 2012-
17, which requires investments of about
USD 11 billion, according to the EECH's
annual report. Forty-four percent of the
investments are expected to come from
the private sector, which will be invited to
build, own and operate three plants with
the total capacity of 5,500 MW.

There are also ambitious plans to boost
the capacity of renewables. In 2008, the
government agreed to increase their share
in power production to 20% by 2020. As
for wind power, the government plans to
add 6,650 GW by 2020, 72% of which is
expected to come from private projects.
Thirty-two megawatts of hydro and 120 MW
of solar capacity is expected to become
online by 2017. Already by 2027, solar
power capacity should reach 3,500 MW
with 67% private sector participation,
as agreed by the government
in July last year.? In order to speed up
the development of renewables, the
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n each of the last three decades.!
this pace, but it is not the case
) MW of electricity per day, whereas

By Laura Raus

government decided this September that
from 2015, new energy-intensive factories
have to meet 50% of their electricity needs
with new and renewable energy, writes
Daily News Egypt.

The planned increase of power capacity
will add jobs for Egypt’'s manufacturers.
The share of local production has reached
42% of conventional thermal power plant,
30% of wind power plant and 100% of
fransmission network components for
up to 220 kV. However, power capacity
will probably increase more slowly than
the government plans. Many experts
do not consider the 2020 renewables
target realistic. The government is also
lagging behind with implementing
its plans for thermal power. Out of the
7.000 MW capacity planned to be added
in 2007-2012, only 4,400 MW had been
commissioned by the end of June 2012.

Projects in Pipeline

There are several new power projects
in the pipeline. One of the biggest
government projects is the 1,950 MW South
Helwan gas-fueled steam plant, tendering
for which is in progress. It is partly financed
by international development agencies.
Just USD 921.8 million of the project’s
USD 2,404.4 million total cost will come
directly from the government, the rest will
be provided in the form of loans by the
World Bank, the Arab Fund for Economic
and Social Development, the Islamic
Development Bank, the Kuwait Fund for
Arab Economic Development and the
OPEC Fund for International Development.
According fo the World Bank, the plant will
create 4,000 jobs, 75% during construction
and 25% for operation and maintenance.

The government also has several
renewable projects in progress. Its wind
projects in the pipeline amount to 1,340
MW. As for solar power, the government in
July signed a USD 150,000 agreement with
the Arab Organization for Industrialization
to install two stations, each with a
capacity of 40 KW. The project will start
with the installation of solar panels on
the buildings related to the Ministry of
Electricity and Energy and it is hoped
that other government bodies will follow,
according to Mada Masr. In September,
the UAE announced that it will finance the
establishment of a 20 MW _solar plant in
Siwa, writes Egypt Ilrjdependen‘r.
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There are also private projects in the pipeline. In 2012,
the government announced plans to proceed with
tenders for two large private projects — a 2,250 MW
combined cycle plant in Dairout and a series of wind
farms in the Gulf of Suez area. The government has
started a tender to build, own and operate Egypt’s first
solar PV plant, set to produce 200 MW in Aswan, reports
ESI Africa. *However, investor interest may remain poor
in light of ongoing political and economic turmail,” said
Wafik Alfred Hanna, Senior Pariner at Deloitte, referring
to the Deloitte Resources - Intellinet (The Economist
intfeligence Unit). “In the meantime, the ministry is
pressing ahead with an emergency program to install
2,100 MW of gas-turbine capacity over the next 12
months.” At the same time, since November, several
gas power plants are being converted to work on diesel
since Egypt is facing gas shortages, informs AllAfrica.

Coal and Nuclear Plants

The new government has also announced plans that
are set to change Egypt’s electricity mix in the further
future. Since Egypt is facing shortages of gas, which
is the main fuel for its power plants, the ministers of
electricity and industry in September announced plans
to depend on coal for electricity generation. The EEHC
has approved three potential locations for building
Egypt’s first coal-fired power plant, informs PennEnergy.
According fo the Minister of Electricity Ahmed Imam,
coal-fired plants need to have a generation capacity
of 3,000-5,000 MW to be cost-effective, reports World
Bulletin.

In October, the government announced plans to
go ahead with building Egypt’s first nuclear plant in
Dabaa. Egypt's government has been intending to
build a nuclear plant since the reign of Gamal Nasser,
but the plans have been halted for various reasons,
reports Ahram Online. In June 2010, Egypt signed a USD
160 million confract with the Australian WorleyParsons
Corporation for consulting and assistance in building the
plant. However, in January 2013, local fribes in Dabaa
stormed the site of the plant and destroyed most of
its infrastructure. Their occupation of the site ended in
September after successful negotiations with the military,
which promised the tribes a new tourist and residential
city will be built in the area. The Ministry of Electricity and
Energy is currently working on reactivating the contract
with WorleyParsons and the first tender to build the 1000
MW plant will be launched in January. The contract
will be signed June 14" 2015, and the plant is planned
to come on stream by the end of 2021. According to
Ahmed Imam, the government has already set aside
USD 87 million to rebuild the infrastructure for the plant
and Russia assured in November that it is prepared to
invest in Egypt’s nuclear energy.

Power Linkages to Other Countries

There are also plans for building linkages to the grids
of other countries, in order to cope better with unex-
pected power plant shutdowns as well as to enable
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regular trade. In June, Egypt and Saudi Arabia signed
a memorandum of understanding to link the grids of
the two countries. As a result of the USD 1.6 billion proj-
ect expected to be finalized in 2016, the countries can
exchange 3,000 MW. Since peak power usage hours
of the countries are different, Egypt plans to fransmit
electricity fo Saudi Arabia in the afternoons and the
kingdom would send power to Egypt in the evenings.
This project will lead to an interconnection between
Maghreb, Mashriq and the Gulf Cooperation Council
countries.

There is a plan to link the Eastern Nile Basin countries
after a 2008 study confirmed the feasibility of export-
ing 2,000 MW from Ethiopia to Egypt. Some years ago,
there were also discussions about linking the grids of
Egypt and Greece in order to export renewable energy
to Europe. However, this vision seems distant now that
Egypt is having difficulties with meeting its own electric-
ity needs.

Towards More Liberal Market

The need to attract private sector finances for
increasing power capacity has motivated Egypt’s
recent governments to liberalize the country’s
electricity sector, which was nationalized in the early
1960s. The liberalization started in the 1990s. In 1996-
97. the government permitted private companies to
produce power and introduced incentives for that.
As a result, the country’s three private power plants
became operational in 2002 under the build-own-
operate scheme.®? They account for about 9% of
power capacity. Addifionally, there are a few private
companies that produce electricity for their own needs
and sell the excess.

Most electricity production and all transmission are
still controlled by the government — by the enterprises
affiliated with the EEHC. Together with the EEHC, they
employ about 183,000 people. The government sefs
power prices depending on the purpose and amount
of consumption, subsidizing almost all consumers. The
prices are lower for the households that consume less
energy. In 2011/12, the government spent USD 730,000
on electricity subsidies, which accounts for about 3% of
the total energy subsidy bill. The Mubarak-era plans to
liberalize the power market further are sfill on the table.
There is a new electricity law pending approval by the
parliament that foresees introducing more competition
in the power sector as well as incentives for renewables.

Curbing Consumption

There have been attempts recently to curb electricity
subsidies. In 2004, the government started gradually
cutting power subsidies with the goal of bringing the
prices, which had been unchanged since 1993, close
to the cost of producing electricity. The cuts were
suspended due fo the global recession of 2009. In
January-July 2012, the government increased power
prices for energy intensive industries up fo 50%.
Households and commercial enterprises experienced
an average price increase of 15% between November
2012 and January 2013. Similarly tfo the 2004-08 price
hikes, subsidies for the households that consume more
electricity were reduced more sharply, whereas a few
thousand of the lowest-consuming households were
exempted from the cuts completely.

Subsidy cuts were partly motivated by the goal of
increasing energy efficiency. The government has also
made other efforts toward power savings, in particular
when it comes to lighting, which accounts for about
one-fifth of electricity consumpftion. A few years ago,
the government sold over 8.5 million energy efficient
fluorescent bulbs to households for half of their price
with a guarantee period of 18 months. In addition, it
replaced about one-fourth of Egypt’s street lights with

more efficient ones.* In June, the government decided
that within one year, Egyptfian manufacturers and
importers of household air-conditioners must make a
fransition to energy-saving AC units, which temperatures
range from 20 to 28 degrees. This confributes to the
government’s target to save an equivalent of 20% of
electricity consumption between 2010 and 2022.°

Expert Opinions Differ

The opinions of experts vary on what would be
the optimal electricity mix for Egypt. When asked if
it is a good idea to develop nuclear power in Egypft,
Professor Christopher Knittel, Director of MIT Center
for Energy and Environmental Policy Research, noted
that Europe has had great success with it. “The security
situation in Egypt is not a good one for nuclear power,”
argued Dr. Paul Sullivan, Professor of Economics at the
US National Defense University. “Nuclear power also
requires an internal culture in the plants and associated
organizations that stress maintenance and security,
and strong ethics of chain of responsibility. My sense is
that Egypt is not ready for this yet." He added that a
nuclear plant of even modest size costs as much as USD
5-8 billion. “Also, in the longer run this plant would have
to be built likely by the sea. Rising sea levels could pose
problems for that plant and Egypt,” the Professor said.

In regards to coal-fueled power generation, Knittel
thinks that it would reduce a lot of uncertainty for EQypt.
“There is a lot of coal in the world market, so there would
not be coal shortage issues, especially since US coal
consumption has decreased thanks fo its shale boom
and this is putting downward pressure on prices,” he
explained. However, Sullivan does not think that coal-
fueled power plants are a good idea since Egypt would
need to import almost all the coal needed, whereas it
has a lot of natural gas that could be extracted with the
right policies. “Coal plants are also the dirtiest ones for
producing electricity,” the Professor noted, adding that
coal plants use massive amounts of water for cooling.

“Egypt really should be looking more to garbage-to-
energy plants, solar, wind and other sources of power
that can use the natural resources and other sources of
fuel present in Egypt,” said Sullivan. “*Renewables are still
now expensive by average cost basis compared to coal
and even nuclear,” argued Knittel on the other hand.

Both experts agree that energy efficiency measures
can play a big role in avoiding electricity shortages and
the best way to raise power savings would be to bring
the prices of electricity in line with its actual production
cost. “Until Egypt deals with subsidies issues, inefficient
use of electricity will remain a serious problem,” said
Sullivan. “The best thing to do economically and
technically would be fo phase out demand subsidies
and phase in efficiency subsidies and tax breaks for
some time and then phase out both as the benefits of
efficiency are seen by consumers and factories,” he
noted, adding that by utilizing novel technologies, huge
amounts of waste heat from power stations could be
used for industrial purposes.

Conclusion

Egypt's government has made a lot of efforts fo guarantee
sufficient power supply. However, Professor Sullivan thinks that
unless Egypt’s situation and policies change for the better,
it will not manage to avoid power shortages in the future.
“It may take many years to resolve the supply, technology,
efficiency and other gaps that exist in the electricity industry
of Egypt,” he noted, adding that the government needs
more reasonable goals for raising power capacity, set up
based on the human and natural resource bases of Egypt in
mind. Avoiding power cuts is indeed not only about boosting
capacity, but also about curbing consumption. “There is a
massive source of energy in Egypt,” stressed Sullivan. “It is not
oll, gas, etc. Itis capturing and using inefficiencies.”
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In Focus

Uncertainty Amid Egypt’'s Mounting Debt to 10Cs

By Maya Moseley

Since the toppling of Mubarak, Egypt's energy sector has
been in a perpetual state of disarray. The sector has suffered
from declining production, pipeline attacks, an unsustainable
subsidy system, and mounting debt. The current transitional
government faces the daunting task of restoring the sector.
One of the biggest hurdles is the government’s USD 6.2 billion
debt to IOCs. Company executives have repeatedly echoed
their concerns to Egypt Oil & Gas over delayed payments.
In this article experts and academics give their insight and
opinions on the significance and impact of the arrears.

Source of Debt

The current debt to IOCs is tied to much deeper inadequacies
within the Egypfian economy. As Dalibor Rohac of the
CATO Institute explained, “[The debt fo IOCs] is just one
part of the broader fiscal problems in the couniry, driven by
unsustainable public spending. The subsidy system is making
that problem worse by encouraging overconsumption,
emergence of black markets in fuels and the like, and finally
exacerbating the government’s fiscal position.”

The long-standing subsidy system requires that the
government operates on a deficit. For decades that deficit
was offset by foreign revenue sources, notably tourism and
taxes from the Suez Canal. The Egyptian economy has been
a rental system for decades but recent unrest exacerbated
faults in the system. Oxford University Energy Expert, Justin
Dargin explained, “This large-scale subsidization program
which placed an enormous burden on the governmental
budget even in the best of times, became a daunting burden
during the political crises that occurred with the downfall of
President Mubarak. The political transition caused Egypt's
foreign revenue to decline, led to a mass exodus of foreign
direct investment from the country, and a precipitous drop
in fourism revenue. At the same time, Egypt had to deal with
rising food import costs for its eighty-five million citizens.”
Lacking the income to cover the costs of subsidies, the
government’s debt has flourished since the removal of
Mubarak. Under production sharing agreements,
the government is entitled around 59 percent and the
remainder goes to the oil and gas companies. However, the
government’s portion is still not enough to meet domestic
demands, thus it either purchases the rest from IOCs in Egypt
or imports it from abroad. The exact details of the debt remain
murky, as Trinity University Professor James Stocker pointed
out, “because of a lack of transparency in budgeting and
contracts regarding oil and natural gas, it is difficult for the
public to know exactly how and to whom Egypt accumulated
its debt.”

The government provides pefroleum products and energy
fo citizens at a subsidized rate, costing the government
an estimated USD 17.4 billion over the past year. Thus the
government is purchasing fuel on credit from IOCs and selling
it significantly below market price without a source of revenue
tfo cover the difference. This system is inherently flawed, as
Dargin explained, “Overall, Egypt owes approximately USD 6.2
billion fo foreign oil companies such as BP, BG Group, Dana
Gas, PJSC and Apache, and is struggling to meet its rising
domestic energy demand at the same time.”

The Impact

In terms of investment and the economy, the arrears are
worrisome. “Most importantly, it is a sign of things to come,
namely of the inability of the Egyptian government to honor
its debt obligations,” stated Rohac, noting, “Obviously, in the
short run this also erodes investor confidence and will worse
the ferms under which the government can borrow. There is
therefore the prospect of a fully-fledged fiscal crisis emerging
as a self-fulfilling prophecy as a result of seemingly small
failures of the Egyptian government to honor its obligations.”
“In the short term, there have yet to be major negative
impacts,” asserted Stocker, noting, “There have been a few
delays in future investment projects but these may not be
due to the debt issue alone. BG Group, for instance, decided
to delay its West Delta Deep Marine project, but it is unclear
whether this is due to concerns about debt or due to the
security situation.” Additionally, BG Group publicly expressed
uncertainty over future investments in the country as the
availability of LNG exports declines amid higher volumes of
gas being diverted to the domestic market." Dargin explained,
“As a result of the debt crisis, many companies have delayed
investment in Egyptian oil and gas fields and this has hardened
energy production. Furthermore, it occurred precisely at the
moment when Egypt needs fo increase energy production to
meet ifs rising domestic consumption needs.”

Despite the uncertainty, Dargin asserted, “the sheer
potential of the Egyptian energy sector has also encouraged
companies to make a long-term bet on its confinued
viability...Companies that have the ability fo absorb the
higher debt levels still made future investment plans for the

i Reuters, Egypt Looking at Energy Subsidies to Cut Deficit. March
7,2013.
ii Reuters, BG Flags Egypt Investment Concerns. July 26, 2013.

country. Smaller oil and gas companies are the ones that had
to delay investment, as they could not carry the debt burden
for the midterm.”

Petroleum Aid
Following the ouster of Mohamed Morsi, Saudi Arabia, the
United Arab Emirates and Kuwait poured aid into Egypt. The
Gulf countries pledged USD 12 billion in the form of cash aid
and fuel products. The aid has certainly kept the transitional
government afloat. As Dargin aptly put if, the Gulf assistance
“is a life saver for the Egyptian economy.” On the other hand,
it is simply a temporary Band-Aid to the country’s economic
woes. As one Western source told Reuters, Egypt cannot go
on spending USD 1.5 bilion a month, otherwise it will exhaust
the funds within one year.i Similarly, Rohac noted, "The aid
has removed some of the immediate pressure but does not
represent a solution (not even a part of the solution) unless the
Gulf countries are willing to send big checks on a permanent
basis.”

The aid in pefroleum products eased the summer shortages
but inadvertently added to EGPC's debt. The couniry is
now experiencing glut due fto the gasoil gifts. "Egypt has
given priority to aid cargos from the Gulf counties and as
a result, cargos that were ordered on the open market are
incurring substantial penalty fees. Egypt’s oil import terminals
are facing such a backlog that many tankers have been
waifing at Suez or by Alexandria for nearly two months,”
Dargin informed. According fo Dargin, “Several oil firms have
canceled contracted gasoil deliveries to Egypt because of
this port confusion and since EGPC has no interest in finalizing
payment before unloading.”

Thus the fuel aid has been somewhat of a mixed blessing. As
Dargin explained, “The penalty fees are adding to Cairo's
overall debt problem and will have an impact in the long-
term as it struggles to comprehensively restructure state debt.
However, the Gulf energy aid has been so substantial that
Egypt does not need to import anymore gasoil in the short-
term. While the Gulf aid has temporarily alleviated Egypt’s
gasoil deficit in the short-term, it is not a long-term solution
and is merely delaying the need to grapple with its energy
subsidization problem. And while Egypt, thanks to shipments
of gasoil from the Gulf, now has a sufficient supply, there are
still shortages of gasoline, propane and butane, which Egypt
still needs to import. The disruptions at the port facilities
are not making the management of these other
shortages any easier.”

Government Response to Debt
According tfo the Minister of
Petroleum and Mineral Resources
Sherif Ismail, Egypt's debt to
IOCs was USD 6.2 bilion in
September. Since taking
control, the current
administration has
repeatedly stressed
its efforts to create a
timetable to repay ifs
arrears. According to
Dargin, "EGPC finalized
an  agreement  with
foreign oil companies
to reschedule its debft.
Approximately usb
1.5 billion wil be paid

by December 2013.
Therefore, according
to EGPC's budget,

approximately USD 508
million will be paid as
interest charges incurred
during the 2013/2014
fiscal year, out of which
approximately USD 232
million will go to foreign
companies and USD 276
million will remain locally.”

“As a result of the debt
rescheduling agreement, the
foreign oil companies agreed
to invest about USD 1.5 billion in
the Egyptian oil sector which is
in dire need of both exploration
and production and will help
in reducing Egyptian import
of crude,” Dargin informed,
noting, “This debt restructuring
has reassured many foreign
investors and as a result, will

ii Reuters, West Warned Egypt’s Sisi to  JeRagle kablels¥isloxi WV e[VH;
14,2013.
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likely stimulate new investment if Egypt remains able to show
good faith in paying off its debt in a fimely manner.”

The fransitional government has staved off implementing
austerity measures. Dargin believes, “The main issue is that
the government will likely not finker with the status quo unfil
elections take place and a modicum of stability returns.
Any transformation of the status quo would cause more
social unrest at this tenuous time.” Instead the transitional
government opted for a USD 3.2 billion stimulus package, with
plans to increase funds next year. Unfortunately, a stimulus
package can only do so much in such a deeply impaired
system.

Sustainable Solutions

“There is no single or simple remedy to this problem,” asserted
Stocker. Stocker suggested, “Two obvious solutions are
allowing more production and cutting subsidies to consumers.
Neither of these alone can solve the problem, but increases in
production and reducing subsidies in some manner will likely
have to be part of any lasting, long-term solution.”

According to Rohac, “a successful reform will have to
come as a part of a broader package of structural reforms.
Egypt's energy markets are marked by heavy government
involvement and lack of competition.”v Rohac explained,
“Erosion of investor confidence will certainly drive investment
away from Egypt unless there is a credible shift of government
policy... The durable solution involves getting Egyptian public
finances on a sustainable frajectory. | would argue that
eliminating subsides and replacing them with a more efficient
form of social assistance is a necessary part of the solution.
So are cuts in other areas of public spending, especially
government employment. Unless we see deep, serious fiscal
reforms, Egypt will only be living from one fiscal crisis to
another.”

While Gulf countries are wiling to provide economic aid in
exchange for marginalizing the Muslim Brotherhood, that aid
will only last for so long. Even if the government is able to settle
its debt to IOCs and rebuild investor confidence, without a
steady revenue source to compensate for the energy subsidy
deficit it could easily fall back into debt. Thus, it is time that
Egypt musters up political will to carry out massive economic
restructuring or else it runs the risk of falling back into fiscal
crisis.

iv_Rohac, Dalibor. Egypt’s Subsidy Nighfmore. November 6, 2013.
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“Political

The Defendant Pleads Legitimate

Mohamed Morsi's appearance in court on November 4 was
a sober reminder that the former president and his Muslim
Brotherhnood have not completely disappeared from the
Egyptian political scene. Moreover, Morsi's assertion that he
remains the legitimate president of Egypt revealed that the
former president has not surrendered to the military’s political
roadmap—a plan that many Egyptians grudgingly accept
as a political reality. Morsi's fate now lies in the hands of the
judiciary, but that does not necessarily mean that his frial will
be characterized by impartiality. During his year in office,
Morsi aftempted to purge Egypt’s judiciary of many judges
appointed during the Mubarak era. Yet how quickly the tides
have furned. The head of the Supreme Constitutional Court
(SCC), Adly Mansour, currently serves as inferim president,
and his fellow judges are in a position to decide the former
president’s fate. These are the politics of power that preceded
Morsi's first appearance in court since his ouster in July, and
the brief battle that ensued within the courtfroom reflects the
greater crisis of legitimacy in Egypf.

Better Get Comfortable

Mohamed Moarsi is no stranger to prison life. He served a
past prison senfence during the Mubarak era because of his
affiiation with the Muslim Brotherhood. Ironically, his second
prison sentence may not be altogether different than his first
lock up. Many of his supporters argue that Morsi was ousted
and imprisoned because he was an Islamist—an argument
which suggests a continuity of state-sponsored aggression
against groups like the Muslim Brotherhood. The former
president’'s opponents, on the other hand, believe that he
incited the murder of innocent protesters and coordinated
with Hamas militants to illegally escape from prison during the
January 25 Revolution.

Whatever the case may be, Egyptians have sarcastically
notfed that their presidents serve two terms: one in the
presidential palace and one in prison. Former President
Hosni Mubarak served more than
his fair share of ferms in the
presidential palace but
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an ironic twist of fate, Mubarak is also on trial, creating a
situation in which the last two presidents of Egypt are being
tfried at the same time. If Mubarak’s trial is any indication of
the judicial path that Morsi must navigate in order to prove his
innocence, then Morsi should begin getting comfortable in his
prison confines.

Yet the former President Morsi does not seem inferested in
proving his innocence to the court. Rather, Morsi believes that
he is sfill the legitimate president of Egypt, and consequently he
refused to acknowledge the authority of the court. He clearly
arficulated his stance towards the frial by stating, “l am the
legitimate president of Egypt,” and “l refused to be tried by this
court.” Additionally, Morsi refused to don the prisoner uniform
worn by the 14 other members of the Muslim Brotherhood who
were also on frial. Instead, he elected to wear a dark suit and
no tie. After the frial, images of Morsi wearing white prison garb
surfaced on the infernet—leading many of his supporters to
wear white in solidarity with the former president.

Initial reports described the trial as chaofic and even went so
far as to label it a farce. Morsi's supporters in the courfroom
shouted at journdlists deemed biased against the former
president, while others called for Morsi's death sentence. At
the same time, the former president repeatedly asserted his
legitimacy as well as the illegitimacy of the military and the
court itself. The chaotic scene forced the judge to adjourn the
trial until early January of 2014. These seemingly small details
regarding Morsi's behavior and the chaos within the courtroom
serve to highlight the broader problems playing out in Egypt
today. Among the more complex of these problems concerns
the questionable legitimacy of various state institutions and
political actors. This inevitably leads to the question: What
exactly do you do with a former president who still believes
that he is the president of Egypt?

Potential Scenarios

The frial is likely to play out in three possible scenarios. First,
Morsi may receive the death penalty or a life sentence. These
possibilities represent the more severe of the punishments
facing the former president. Second, Morsi may receive
a lighter sentence infended to symbolize guilt without
pursuing severe punishment. Finally, Morsi's frial could
be deliberately dragged out in the hope that
the public will eventually lose interest or a better
alternative for dealing with the former president
will arise.
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The former president faces the death penalty
or a life sentence for inciting violence that led
fo the deaths of peaceful protesters in front of
the presidential palace in December of 2012;
however, itis unlikely that Morsi willreceive either
of these severe punishments for a number of
reasons. First and foremost, it will be difficult

fo prove that Morsi is directly responsible

for the deaths of the protesters. Second,
and perhaps more importantly, instituting an
extreme punishment would complete Morsi's
fransformation info a martyr. This result could have
dangerous repercussions for Egypt, and there is
evidence that Morsi has already began paving
the way for some form of martyrdom. When he
appeared in court, Morsi flashed the four fingers
which have come fo symbolize Rabaa Al-Adaweya
Square. This gesture symbolizes not only resistance
but also remembrance for the Muslim Brotherhood
members who were kiled when the military stormed
two Cairo squares occupied by Morsi supporters in
August. The execution of another high-profile member
of the Muslim Brotherhood, Sayyid Qutb, motivated many
Islamists to abandon poalitical participation and adopt the
more extreme forms of resistance promoted by terrorist
groups. The Egyptian military should heed
the advice afforded by this history
lesson and avoid any excessive
punishment that would lend

towards martyrdom. Finally,

Morsi's proponents point

out the hypocrisy
of frying Morsi for
protesters’ deaths

when a considerable
number of civilian
protesters died af
the hands of the

military since the January 25 Revolution, and this is especially
frue of the storming of Nahda and Rabaa Al-Adaweya
squares in August of 2013.

Another possible scenario involves the issuing of a lighter
sentence combined with some form of house amest or
encouraged exile upon completion of his sentence. In
addition to to being tfried for the death of protesters, Morsi
faces charges relafing fo his escape from prison during the
protests that foppled Hosni Mubarak'’s regime and conspiring
with Hamas. These charges serve as an opportunity fo inflict a
symbolic punishment without running the risk of furning Morsi
into a martyr. While a lighter sentence may prevent Morsi from
achieving a full-ledged martyr status, it is a far from perfect
scenario. Morsi's supporters are unlikely to accept any form of
punishment and will continue to maintain his innocence. At
the same fime, many of Morsi's opponents want fo set a strong
precedent against Islamist rule in Egypt. In this sense, a lighter
sentence runs the risk of sowing more discord because it would
anger Egyptians from all ends of the political spectrum.

Finally, the trial could be continually dragged out until the wider
Egyptian public loses interest in the case or a better alternative
for dealing with Morsi presents itself. This method of kicking the
can filed with difficult decisions down the road has been a
staple of Egyptian policy making for decades, and there is
no reason to believe that the Egyptian military will not follow
suit. In fact, it may be in the best interest of the military and
the new Egyptian state to simply avoid any definite decisions
regarding Morsi's future, at least in the short ferm. Given the
volatility of Egyptian politics, the chances are very good
that other contentious issues will arise and distract aftention
away from Morsi's plight. Less than two years ago, massive
protests against military rule were common occumrences in the
Egyptian capital. Now, many of the liberal forces that once
condemned the miilitarization of post-revolutionary Egypt are
proudly waving banners of General El-Sisi. The point of this
analysis is not to judge the logic of this political realignment
but rather to point towards the fickleness of political winds in
Egypt as an incentive for Egyptian leaders to avoid making
important decisions.

It appears some Egyptians have already moved on from Morsi
and the drama surrounding his trial. Ali Aymen, a 23 year old
independent journalist from Abdeen, Cairo, is much more
concerned with the future president rather than with the former
President Morsi. “He [Morsi] came and went in [the course of]
one year. The real importance lies with whomever comes after
Morsi," explained Aymen. He refers to himself a revolutionary
youth, but nevertheless he described Morsi as “a victim of the
Muslim Brotherhood and the Supreme Guide.” When asked
to comment on his expectations for the court’s ruling, Aymen
concluded, "Morsi no longer matters for us. Whether he is
proved innocent or sent fo prison doesn’t really matter.”

Predicting exactly how this trial will play out is very difficult;
however, it is clear that Morsi's trial represents a dilemmma for
the powers that be in Egypt. The reemergence of the former
president after months of seclusion in an unidentified location
serves as a gentle reminder to the Egyptian public that the crisis
of legitimacy in Egypt is not going to resolve itself. Moreover, the
former president has not acquiesced to the military’s authority,
but rather he infends to confront the military establishment and
the state by invoking the spirit of resistance and the memory of
the violent crackdown on Islamists in the summer of 2013. This
stance by Egypt’s former president leaves the Egyptian military
and the judiciary between a rock and a hard place. On the
one hand, inflicting a severe punishment such as the death
penalty or a life sentence would facilitate Morsi's martyrdom.
On the other hand, a lighter punishment threatens to displease
a broad swath of the Egyptian public who appear very
polarized on the issue of Morsi's fate. Consequently, it appears
likely that the military and the judiciary will avoid any definite
and lasting judicial ruling, at least in the short-term. This may
buy time, but it is unlikely to produce any useful answers for
Egypt’s increasingly complex problem of legitimacy.

Robert Mogielnicki is a political and econom-
ic analyst who focuses on the MENA region.
He is currently pursuing a graduate degree
at the University of Oxford in the field of Mid-
dle Eastern Studies. He can be contacted at
mogielnicki.robert@gmail.com
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Interview with Bruno Boeddu, ABB’s Local Division Manager
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Q: Can you tell me a bit about yourself and
your role with ABB?

Much of my experience and knowledge has been
developed in the oil and gas sector, where | have been
working for the past 35 years of my business life.

Since September 2012 | have been assigned to lead the
Process Automation Division at ABB Egypft, with interim
responsibility of Central Africa Countries Cluster. Prior
to coming to Egypt | held the same position in Libya for
some years prior to the recent revolution.

There is a long history of collaboration between Italy,
which is my homeland, and Egypt, close cooperation
between ABB divisions in Italy and Egypt have been in
place for a long fime. As | have been covering export
sales assignments with varying levels of responsibility at
ABB ltaly, I've had the privilege of working with the oil
and gas sector in Egypt since the 1990’s.

Q: What is ABB’s role in the oil and gas sector?

ABB pursues the oil and gas market covering power
and process cycle areas, supply system solutions,
products and services. In other words, we provide our
customers with a single stop shop. ABB acts as a partner
forits customer. We find answers and solutions to all their
operational needs.

Our usual supply includes comprehensive integrated
solutions of automation and/or electrification products.
Our product offering is complemented with engineering,
installation, commissioning and after sales services.

Ouraftersalesservice offerings consist of consultationand
assistance to engineering, operations and maintenance
departments, product diagnostic services, on- site and
by remote connection supervision and maintenance,
provision of spare parts, repair, and fraining at customer
sites as well as at our facilities in Egypt and abroad.

From our facilities in Egypt, we serve the foreign and
domestic markets, bothin the upstream and downstream
domains, including refinery and petrochemical facilities.

We are present in the domestic sector with a remarkable
installed base at more than 130 sites. We serve all the
maijor players in the Egyptian oil and gas market.

Q: Can you tell me about ABB’s operations in
Egypt?

ABB has been present in Egypt since 1926, and started
its local facilities in 1979. ABB offers a wide range of
products and services in Egypt and Central Africa with
highly qualified expertise in power and automation
engineering, providing solufions for secure energy
efficient generation, fransmission and distribution.

ABB’s poritfolio ranges from light switches to robots
for painting cars and packing food, and from huge
electrical transformers to control systems that manage
entire power networks and processes at factories.

ABB in Egypt has over 1,800 employees. We have five
factories spread over 100,000 square meters in 10th of
Ramadan City, an export assembly factory in Nasr City,
a regional center and machines service workshop in Al
Obour City. We also have a regional service center for
turbo-systems in Suez and ABB University based at our
Cairo headquarters. In addition to our headquarters in
Cairo, we also have a branch in Alexandria.

Q: What are the challenges and benefits of
operating your manufacturing facilities in

Egypt?

We are committed to the highest standards of quality,
based on ABB worldwide benchmarks. We offer up-to-
date solutions in all sectors whilst providing the most
stringent requirements of performance and reliability.

With our factories in the country we have the opportunity
to be closer and better connected to our customer
needs at all phases of our production and delivery
cycles. Our vast reservoir of local skilled personnel, as well
as the possibility to provide after sales services sourced
from Egypt allows ABB to answer customers’ needs with
promptness and efficiency at all fimes.

Q: How has ABB continued operations during
periods of unrest?

From a security point of view, luckily we have had no
serious issues, as we took all the necessary precautions.

At our ABB Headquarters in Zurich as well as at all the
countries where ABB group operates, dedicated security
management teams implement standard security
procedures, including communication to employees,
organization of fravels along specific indications and
precautions, etc., that are strictly adhered to by all
employees.

The main task of ABB's security management team is to
monitor the actual security conditions in the countries
where ABB operates 24 hours a day, seven days a week,
yearround, and provide suitable advice. Thanks to these
precautions, ABB in Egypt suffered very little disruption.

During the recent crisis ABB demonstrated flexibility in
fully catering to its customer needs. We regard this as
very important for ABB's commitment to the Country
Industry Sector, since we serve strategic industries such
as energy and power distribution. As a matter of fact,
ABB is largely present at Egyptian gas and oil extraction
sites, treatment facilities and in transportation, which are
vital to the Egypfian economy. If is very important for
ABB to strategically navigate domestic issues as part of
our commitment to consistent and reliable support for
our customers. | must personally pay gratitude to ABB
teams for being available during the times of crisis.

Q: What challenges has ABB faced in terms of
delayed payments?

One of the impacts of the crisis is the shortness of liquidity
and financing. In fact we are suffering as much as all
other industry players due to delayed payments. Luckily
our company is well diversified with active projects both
regionally and globally, which grants ABB in Egypt a
certain degree of latitude. Such a possibility allows us
to remain active in the Egyptian market, in which we
are not facing cancellations of tenders but we are
experiencing delays and postponements.

Q: From your own point of view, what do you
think the Egyptian government could do to
increase development?

Personally, | think that investments should be maintained
in strategic sectors, such as power, oil and gas. There are
extensive new explorations in the Western Desert, as well
as other new fields. This is one sector where investment
should be maintained and improved. Additionally,
investments should be made to develop refining
capacity and petrochemical projects; the power sector
too, as you know everything is connected.

Q: Can you tell me about ABB’s training and
education programs?

We have a comprehensive program of training offered
by the ABB University, which provides a wide variety of
courses for all ABB customer needs.

ABB strives to provide first-class service and our aim
is to provide customers with the ability to exploit the
highest performance out of the products ABB supplies.
In addition to our regular training courses addressing
all sectors of production, engineering, maintenance
and operations, we offer tailor made fraining programs
catering to all customer needs.

Training is a key element in ABB offerings since we
supply high ftechnology products, we must provide
corresponding high levels of fraining.

Q: How does ABB factor health and safety into
your programs?

Health and safety is regarded with utmost consideration
at ABB Group. As a matter of fact, health and safety
always comes first in our key performance indicators
(KPI). For example, at all the management meetings we
start with OHS KPI before financial and production KPI's.

Of course health and safety issues are strictly considered
when we perform our delivery to customers. Likewise,
we provide guidance to our customers about suitable
measures to follow in order to safeguard their safety
while using our products and systems.

In Egypt we have had a remarkable record of zero
injuries and fatalities for the past couple of years, as all
the safety conditions at our manufacturing facilities, as
well as site activities are closely monitored. We have
safety managers within each division whose primary duty
is o make site inspections in order fo check that safety
measures are in place, and to provide management

with extensive reports on OHS status.

ABB takes a preventive approach in health and safety
matters. Whenever anything happens elsewhere (i.e. at
facilities in other countries also), the fact is broadcasted
to all the units in all countries, so that measures can be
undertaken to prevent similar cases.

Q: What products are you trying to push in the
market?

ABB has a wide portfolio of key products, solutions and
service offerings addressing the strategic aspects of
process and manufacturing in all industries, as well as
utilities such as power production and distribution.

Talking about automation, ABB’s main cornerstone
product is our Extended Automation System 800xA,
which provides integrated solutions of process and
safety control, achieving integrated control and safety
systems (ICSS) with high performance. The system offers
remarkable features of integration with electrification
subsystems, field instrumentation, analytics, etc., that
are allin line with state of the art worldwide standards.

ABB hasintegrated seamless solutions of DCS and ESD, SIL
3 with simple, friple and quad redundant configurations,
which gives the utmost benefit to our customers. ABB is
one supplier for allneeds, one technology, one “cockpit”
to operators in the control room, with our main focus on
operator effectiveness.

As a matter of fact, the value of integration is to provide
a unique technology and a collaborative environment
with a unigue human machine interface (HMI) to have
complete control from one platform location, to easily
run the process, optimize assets and manage both
preventive and corrective maintenance.

For essentfial automation needs, ABB's automation
portfolio is completed with an additional range of
DCS (freelance), PLC and SCADA solutions (RTUs 560s,
ScadaVantage Software, etc.), Compact Product Suite,
Stand-Alone Process Recorders and Confrollers, which
suit various industry sectors’ needs, including oil and gas,
chemical, pharmaceutical, food and beverage, metal,
pulp and paper and water industries.

As said, ABB offerings is a one stop shop that provides
the utmost benefits to our customers to be integrated
at the highest levels of functionality together with the
other elements of our offering, such as electrification
(low, medium and high voltage), drives and motors, field
insfrumentation and analytics.

In power management and distribution, ABB s
considered a key player in the sector. With regards to
subsea, ABB also has remarkable experience and has
installed specific applications in the North Sea fields and
in other parts of the world for first-class players in the
field. In fact, as oil exploration and production become
more and more challenging, ABB has the answers and
solutions in this field.

Q: What are ABB’s goals for the future here in
Egypt?

ABB’slocal facilities in Egypt have always been regarded
among the most important realities in the Egyptian
industry sector, for the value of technology delivered out
of Egypt as well as the high level of ABB employee skills.
ABB in Egypt is an important player in the ABB Group that
is tightly connected to the ABB global network, research
centers and factories worldwide, which enables our
customers’ to access the latest frends and technologies
in the power and automation industries.

Although we have been facing a shrinking of the market
due to the crisis, we are maintaining our commitments
towards providing our customers with state of the art
technology, delivered with the highest standard of
quality. We hope to return to business as usual as soon as
possible. Our goalis fo continuously expand and improve
ABB’s footprint with focus on customer satisfaction and
service, as well as our commitment to social corporate
responsibilities in our local community.

ABB (www.abb.com) is a leader in power and automation
technologies that enable utility and industry customers to
improve their performance while lowering environmental

impact. The ABB Group of companies operates in around
100 countries and employs about 150,000 people.
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Launching Event to
Celebrate Cooperation

Agreement Between

OGS

OIL & GAS SKILLS

“Event

n the 10th of November 2013, PwC's
O Academy and OGS held the launching

event of the cooperation agreement
between OGS and PwC's Academy. The
event took place at the JW Marriot with the
aftendance of numerous representatives from
petroleum companies in Egypt as well as PwC
Egypt. This cooperation resulted in a business
aliance between the two organizations to
consolidate PwC's Academy in Egypt as well
as the ME training expertise to conduct and
deliver selective number of fraining programs
to OGS’ expended clients’ base and businesses
in Egypt, UAE, Libya, Oman and Saudi Arabia.

OGS Chairman and CEO Eng. Ahmed El
Ashmawi started the opening session by
welcoming all attendees and recognizing this
initiative to develop practitioners in the energy
sectorin Egypt and Africa. Mr. Yasser Sholokamy
(PwC's Academy Leader) presentedthe training
and programs provided by PwC's Academy
globally, regionally and locally, as well as the
mini MBA program. Mr. Wael Sakr (PwC partner
and assurance leader) gave a brief summary
about PwC globally, regionally and locally. Mr.
Ahmed Rashwan (PwC Director and oil and gas
specialist) presented the IFRS training programs
associated with the petroleum business. Mr.
Tamer Tawab (PwC partner) presented the
leading teams program and explained how it
will develop leadership skills.

The three programs are summarized as
following: International Financial Reporting
Standards (IFRS)

PwC's Academy and OGS will launch their
first educational program, called Diploma of
International Financial Reporting Standards
(Dip IFRS). This course is a workshop that helps
everyone working in accounting and finance
to improve their knowledge and develop
their skills. The course is designed to develop
participants’ knowledge and understanding
of the basic standards of IFRS that are used on
a regular basis. Candidates will learn how to
apply these standards, as well as the concepts
and principles. Participants will also be taught
the framework structure of IFRS. The training
will address a variety of key topics including:
presentation of financial statements, interim
financial reporting and accounting policies
in terms of changes in accounting estimates
and errors, revenue and statement of cash
flows, related party disclosures and provisions
including liabilities and contingent assets.

Leading Teams

The Leading Teams course consists of seven
specially designed modules. These modules
include:

e Conflict and Leadership Management
Skills in which participants learn the
difference  between leaders and
managers in addition to, the skills needed
to know how to deal with work issues.

* Change Management  in  which
participants learn why companies need
to change, how to accept change and
adapt to it.

e Sales and Customer Service in which
participants learn the skills and ways of
dealing with clients, follow up with them
and saftisfy their needs.

e Coaching Skills in which participants learn
the skills needed to be able to coach
people.

e Culture and Values Awareness in which
participants learn how fo deal with
different people inside any organization.

* Projectmanagementinwhich participants

learn how to start a project from scratch
and what are the steps needed for any
project to succeed.

Participants  will gain different skills that
include how to identify the character and
personality of others and influence them,
negotiation techniques, conflict resolution
strategies, the win/win concept and the GROW
model in coaching and counseling of staff.
This program is tailored for middle and top
management. It will help participants identify
their own management strengths and areas of
development.

Mini MBA

The mini MBA consists of ftwelve full days
of fraining conducted over a three-month
period from 9 December 2013 till 12 February
2014. The mini MBA program consists of nine
specially designed modules carefully chosen
to provide a systematic framework and clear
structure for understanding organizations. A
unique technique has been developed to link
the modules and create a successful business
strategy. The modules include:

e Business Breakdown and Map, addressing
vision and mission statements framework,
stakeholder analysis, corporate governance
and business mapping.

* Corporate and Business Strategy, addressing
critical success factors, external and infernal
analysis, strategies for innovation and
forecasting.

* People Management addressing HR as a
strategic partner, culture management,
recruitment and selection and target setting
and performance.

*  Management skills addressing changes in
management, effective communication,
motivation and empowerment, appraisal
and stress management.

*  Marketing, including market positioning,
branding, corporate social responsibility and
social media.

* Leadership and Negoftiation consisting
of leadership vs. management, types of
leaders, role of leadership in problem solving
and external & internal negotiations.

* Accounting Basics & Financial management
including financial statement analysis, nature
and purpose of finance management,
budgeting and setting financial objectives
and risk management.

*  Project Management and Business processes
focusing on the project management
methodologies, the project life cycle,
business operations and qudality issues.

The modules are then linked together through
business mapping and the infroduction of case
studies. People choose the mini MBA program
because today’s business organizations require
professionals with specialized skills who can
synergize their skills with the larger organizational
structure. From project management to finance
functions, corporate strategy to human capital,
PwC and OGS'’'s mini MBA program will not
only provide an understanding of each but will
clarify the intferdependence between them.
The mini MBA program is tailored for those who
wish to gain the business skills provided by a
traditional MBA program without wasting the
fime and costs necessary to undertake a full
MBA program. The program is for current or
aspiring managers along all lines of business,
small and medium sized enterprise owners, and
seasoned or building enfrepreneurs.
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STechnology

In 1975 Perenco was founded as a marine services company
but spread into upstream operations in 1985. The independent
ol and gas company’s strategy “evolved rapidly towards
increasing production and reserves, renewing licenses and
securing additional acreage for exploration and development
opportunities.” Perenco now spans onshore and offshore across
the globe, with headquartersin Paris and London. The company
has 18 subsidiaries, 14 of which are production and 4 are in
exploration. Perenco currently has projects in 16 countries. The
company's portfolio features operations across the continent,
in Cameroon, Democratic Republic of Congo (DRC), Gabon,
Republic of Congo, Tunisia, and Egypt. Perenco cumently
produces approximately 375,00 boepd, with a production rate
of 10,000 boepd here in Egypt.

One of the striking features of Perenco is the company’s
dedication to corporate social responsibility. The company also
emphasizes health and safety, the environment, and business
infegrity. Perenco has committed itself fo environmental, as
well as fransparency initiatives to achieve the highest standards
of operations. Through partnerships with local communities
and the public sector, Perenco continuously demonstrates its
dedication to sustainable development of host communities.

Perenco first entered the Egyptian sector in 2004 when it
acquired a 50% interest of the offshore North Sinai gas assets
but has since expanded to hold 100% of the assets. Under the
confract, Perenco leases offshore sites in the Mediterranean,
north of Port Said. Perenco’s leases include: Tao, Kamose,
and Seti-Plio. Wadijii Abdoulaye, Perenco Egypt's Exploration
Manager explained, ""Our Seti-Plio Field is purely exploration right
now. In this field we are gathering seismic data and well data,
from surrounding fields. A seismic re-interpretation is ongoing
focusing on the Pre-Messinian reservoirs.”

Perenco has a gas-producing platform on the Tao Field.
From the plafform the gas is fransfered onshore via a 50km,
22' pipeline. General Manager of Perenco Egypt, Piere Capo
explained how Perenco’s onshore gas plant between Port Said
and El Arish allows for the company to send the gas directly to
the national grid following the separation of the gas and water.
Traditionally, once separated from the gas, the water would
be frucked to a disposal site, in accordance with the strict
environmental legislation. However, Perenco sticking to their
environmental commitment, sought a more environmentally

sound means of disposing the water. NOSPCO, Perenco’s
joint venture operations company, has improved the way to
handle the disposal of the water. A new water pit was built,
which can receive up to 40,000 bwpd. Additionally, Perenco
implemented an innovative disposal system by instaling eight
floating evaporators, where the produced water is evaporated
instead of being disposed in possible bad area. The company
holds permits from the environment department in EGAS for
both of these operations.

Perenco is also working fo “increase production by finding
new innovative solutions,” informed Mr. Capo. The company
recently installed a new jet pump on their Tao platform. The jet
pump reduces wellhead pressure on the wells, allowing for more
gas production. Mr. Piere Capo explained that the jet pump
also allows for higher production out of older wells. The gains
from the jet pump are estimated af 300 mmscf.

In speaking on the challenges Perenco has faced with
operations in Egypt, Mr. Abdoulaye Wadiiri said, “fortunately,
we do not have any big technical challenges working in the
Mediterranean.” Both representatives from Perenco agreed
that there are social and economic challenges unique to Egypt.
As the company operates in Egypt’s gas sector, they must deall
with two heads EGPC and EGAS, which “can make things a bit
complicated.”

Like other oil and gas producers in Egypt, Perenco must
also deal with the issue of delayed payments. Mr. Piemre Capo
explained, "We want fo increase our investment in order to fight
against the production decline but it is hard without complete
payment.” The aim of our joint venture is fo fund new projects
with the payments we receive. That is difficulf fo run now as we
are only paid in EGP and its difficult fo franslate EGP into foreign
currencies. This is not a problem specific to us; | think every joint
venture in Egypt has this problem right now.” He wishes that
EGPC will soon respect the deferal agreement signed in 2012,
which would allow the company fo fund future projects.

Current insecurity in the Sinai presents a serious challenge
fo Perenco, af the company’s gas plant located in the city
of Rommana, between El Arish and Port Said. According to
Mr. Pieme Capo, the company is “facing a lot of problems out
there,” noting, “The threats from the Bedouin regularly impact
our operations. We had to request a military presence around
our plant because of the problems.” The army responded

favorably to Perenco’s request and is now protecting the gas
plant.

Despite the challenges, the company has expressed interest
in future bid rounds, especially if new blocks are located close
to their existing operations. Perenco’s innovative technologies
and approach are valuable assetfs to Egypt’s gas sector. The
company is certainly an asset fo Egypt as they confinue to
provide vital services despite the difficulties.
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“Project

By Eng. Ashraf Abdel-Khalek - Projects & Facillities assistant General Manager

venture between EGPC and Greek firm Vegas

Oil & Gas. PeftroAmir was established for the
development and production of the North West
Gemsa (Amir) Field in the Zeit Bay area of the Red
Sea. The monthly production, as of June 2013 is
approximately 317,184 bbl of oil and 361 MMscf of
gas.

Production began in February 2009 from the Amir
southeast wells and in April 2009 from the Geyad
wells. The produced oil and associated gas have
a gas to oil ratio of 1100. The company decided to
flare the associated gas unftil gaining proper facilities
and concluding a sales contract with Suco/RWE.

The initiative had two primary goals. First, fo
stop flaring the associated gas, hence eliminating
adverse environmental effects. Second, to gain
maximum benefits from the associated gas, as it is
rich gas, containing sales gas, condensates as well

Pe’rroAmir, established in March 2010, is a joint

LPG.

In March 2012 PetroAmir, in cooperation with
Ganope, Partners and Suco/RWE, began executing
the 12"/16km gas pipeline project at a total cost of
8.3 million USD.

PetroAmir utilized Enppi for engineering studies
and PetroJet for construction. Procurement was a
critical yet challenging part of the project. Thanks
to successful execution the pipeline was finalized in
just 11 months.

The project was commissioned on February 12th
2013, with the official opening occurring on February
28th in the presence of the fop managers of the
Egyptian petroleum sector.

The average daily production of feed gas is
currently 12 MMscf. The gas is then sent to the Suco
gas plant through the newly built pipeline. Suco gets
11.45 MMscf of sales gas, 108 bbl of condensates,
and 24 tons of LPG.

LPG production has reached 720 tons per month.
This translates to a supply of approximately 60,000
gas cylinders per month for to meet domestic
demand and reduce imports, both vital elements of
improving the economy.

The production of condensates is estimated at 3,240
bbl per month in addition to sales gas.

We have successfully overcome considerable
obstacles during the various implementation stages
of the project. We have achieved positive results by
utilizing updated techniques and applications.

It was the first time in the Red Sea area to execute
an underground pipeline by using the HDD (Hydraulic
Direction Driling) technique. Such techniques
allowed us to us avoid crossing buried sea pipeline
close to the receiver area of Suco Company.
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SIndustry Statistics

Egy

pt Statistics
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. 'time saved in unconventional plays

On recent Marcellus shale
wells, the AutoTrak Curve system
outpaced the field's average

drilling time by six days.
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The AutoTrak™ Curve system
drills 3 million feet in 22 months...
and keeps on drilling.

Save time and money on unconventional wells by safely
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Il AutoTrak Curve Wells
I Offset Wells

and efficiently kicking off from vertical and drilling
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a high buildup curve and the lateral section in one

smooth. fast run 1 bakerhughes.com/autotrakcurve

Maximize ultimate reserve recovery by exposing more
of the reservoir with a rotary steerable system with a
build-rate of 15°/100 ft (30.48 m). Three-pad steering
capabilities keep the well in the target payzone and
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deliver a smooth, high-quality wellbore. —
Vial
BAKER
Advancing Reservoir Performance HUGHES
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