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Move your business to a more developing world

What distinguishes Cairo Business Park is the strategic destination on 80th Street, conveniently with its direct access to the Cairo-
Suez Road as well s the New Cairo Ring Road.

The first phase of buildings in Cairo Business Park is a unique model, providing a minimum of 2,000 sguare meter “standalone” office
space; with the distinct view of dual views of the fountain surrounded by a manicured. green landscape.

All offices have the berefit of “sound-proofed glass™ technology, offering the kind of privacy required by contemporary businesses.
enjoying a wide range of state-of-the-art technological advances that enhance expediency and efficiency from high speed internet to
economical energy management, in addition to Central fiber-optic cable for telephony, date and IPTV, Electrical cabling system which
combine to make this gated business community, @ modern technelogical business and corporate hub.

Cairo Business Park is specially designed to have all the requirements that may be needed for any Business; "Hall convention center”
to hold private meetings, in addition to the "equipped hotel” with all the necessary supplies for the reception of delegations.

To achieve maxirnum comfort, car parking areos provide the highest percentage of administrative space in buildings in Egypt, where
there is also a spacious central parking areq, with a ratio of one car every 35 meters.

Your security is at the very top of Caire Business Park's priorities, which is why it's designed to be the most secure premium office
location in the country. Thanks to all means of safety and security we provide to you: (Video Surveillance for integrated security) to
become the most secured ... All thaot and more in one place.

For all these reasons... Cairo Business Park is the optimal choice for your business

Developed By
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Extending the Reach
of Perforating Technology

Powerdet Nova

Ultradeep penetration in stressed rock

The newest addition to the PowerJet® deep penetrating shaped
charge family, the PowerJet Nova™ extra deep penetrating shaped
charge improves the efficiency of explosive energy transfer into
the perforating jet using an optimized stressed-rock charge design
that dramatically increases penetration.

Laboratory testing of this new technology has demonstrated up

to a 26% increase in stressed-rock penetration, resulting in 50% The images above reveal a 26% increase in stressed-rock penetration using PowerJet Nova shaped

. L. L charge (top) compared with PowerJet Omega* shaped charge (bottom).”
more formation contact and optimized productivity.

www.slb.com/perforating

schiumberger
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Editor's Note

Naturally, we here at Egypt Oil
and Gas strove to bring our readers
the latest news, and facts revolving
around Egypt's petroleum indus-
try. For this month, EOG hosted a
three-day convention titled: The Fu-
ture of Egypt's Brownfield Develop-
ment. Our main feature is dedicated
to the Roundtable event coverage,
which highlights the exchange of
ideas and information amongst the
public and private sector seeking to
facilitate the development of brown-
fields in Egypt. The need for brown-
field development is becoming in-
creasingly urgent considering that
Egypt has become a net importer
of oil and gas. Despite the poalitical
turmoil that Egypt has or contin-
ues to undergo, we hope to better
strengthen our petroleum sector.

I would lke to thank our event
sponsors  Apache,  Halliburton,
TransGlobe Energy, Cheiron,
Enap Sipetrol, Pico Energy, Baker

Hughes, IPR, Kuwait Energy, RWE,
and Rada. Also, | would to like to
extend my thanks to the Technical
Steering Committee for putting forth
the time and effort to oversee the
roundtable event.

Lastly, with Ramadan just around
the corner, Egypt Oil and Gas is
currently preparing its 8th annual
Ramadan Pestroleum Soccer Tour-
nament. We would very much ap-
preciate any feedback or insight
into the planning of future events or
editorial content.

Please don't hesitate to contact our
team at MMarei@egyptoil-gas.com

Editor in Chief Mai Marei
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Egypt News

Foreign Companies in Egypt Call on
Government to Increase Prices of Natural Gas

A number of foreign companies op-
erating in the Egyptian petroleum
sector called on the government to
increase the prices of the produced
natural gas, especially since the
natural gas currently available exists
in places that are hard to reach, in
deep water regions, which require
huge investments to extract, report-
ed Al Youm Al Sabee. Jeroen Reg-
tien, Chairman of Shell Egypt, said
that it is necessary that the Egyptian
government provide incentives to its
partners to encourage increasing
production through increasing the
price of natural gas to $6 for every

British Thermal Unit (BTU), instead of
the current price of $2.65. Another
source at a major petroleum compa-
ny said that the Egyptian government
must settle the rest of its debts to its
foreign partners, provide a number
of incentives for production, pointing
out that the government is pushing
for an increase in production without
considering the burdens the compa-
nies must endure such as the low
prices of gas in the agreements. For
this reason, investors are cautious
when pumping additional funds into
the petroleum sector.

Expert in Ministry of Petroleum Criticizes Gov-
ernment Decision to Maintain Price of Octane
80 Gasoline, While Increasing Prices of Other

Varieties

A source at the Ministry of Petrole-
um criticized the government’s de-
cision to cancel octane 90 gasoline
whereas the price of the octane 80
variety was not changed. As a result,
consumers  started buying octane
80 instead of octane 92. The gov-
ermnment had hoped that consumers
would start using octane 92 gaso-
line, however, that did not happen.
The source told Al Youm Al Sabee
that the government needs to revise

the current system otherwise once
the price of octane 92 gasoline is
increased, even more people will
start using octane 80 gasoline. He
also mentioned that after increasing
the price of octane 95 gasoline from
EGP 2.75 to EGP 5.75 per liter, con-
sumption fell from 55,000 tons an-
nually during 2011-2012 to 20,000
tons annually during 2013-2014.

Government Signs Contracts for 12 Shipments
of Gas to Arrive in August

A source in the government told Al
Youm Al Sabee, that EGAS has suc-
ceeded in reaching an agreement
to import 12 shipments of LNG, the
first shipment of which is scheduled
1o arrive in August 2014 after the ar-
rival of the ship that is supposed to
convert the imported liquefied gas
back into its natural gaseous state.
Gazprom will deliver seven and
EDF five shipments, each carrying
170,000 cubic metres of LNG, re-
ports Daily News Egypt. The source
told Al Youm Al Sabee that six ship-

ments will arrive during the months
of August and September.

B

Minister of Petroleum: $700 Million in Aid from
Gulf Countries as Petroleum Products

Eng. Sherif Ismail, Minister of Petro-
leum, said that Egypt receives pe-
troleum products as aid from Gulf
countries valued at approximately

$700 million per month. The main
countries providing this aid are Sau-
di Arabia, Kuwait, and the United
Arab Emirates, reported MENA.

Ahmed EI-Wakil: Prices Will Be Untouched After Gas Prices Increase for Shops

Head of the Federation of Egyptian Chambers
of Commerce (FEDCOC) Ahmed el-Wakil said
that the government’s move to save on sub-
sidies and to direct them towards those who
need them most is a good decision and ac-
ceptable by businessmen. He said that the
government’s decision to increase the gas pric-
es for commercial establishments will not result
in an increase in the prices of goods. He told Al

Youm Al Sabee that the government decided to
exempt bakeries from the decision to increase
gas prices in order to avoid any negative effects
on normal consumers. According to el-Wakil,
the only sector that will be affected will be the
restaurant sector, which will be able to absorb
the increase without increasing the prices of
their goods and services.

Minister of Petroleum: Egypt Pays $1 billion of its Debts to Foreign

Companies

Eng. Sherif Ismail, Minister of Petroleum, said
that Egypt will pay $1 billion of its debts to for-
eign petroleum companies within the next two
months. Ismail said that Egypt paid $1 bilion
last year to the foreign petroleum companies as
part of a scheme to revive confidence in the
Egyptian economy after years of unrest. In addi-
tion, Egypt will pay another $3 billion in monthly

installments until the year 2017 as an incentive
to petroleum companies to continue their ex-
ploration and drilling activities. Howevever, Daily
News Egypt reported that by the end of April,
debts owed to foreign partners by the Egyptian
petroleum sector had increased to about $6 bil-
lion, up from $5.7 billion a month earlier.

BAPETCO (Badr El Din) Field Resumes Production Gradually
[

Eng. Khaled Abdel Badee, Chairman of EGAS,
said that maintenance operations were con-
cluded in the Badr el-Din field and that they
lasted 10 days. The field resumed production
on April 27th. Abdel Badee said that there were
negotiations with the company to complete the
maintenance operations in just 10 days to en-
sure that the maintenance does not affect elec-
tricity generation.

Egypt Builds Offshore Qil Platform with Japanese Funding

The petroleum sector is currently undertak-
ing a project with investments valued at $900
million to build and construct a deepwater oll
platform in cooperation with EGAS, GANOPE,
Toyota Tsusho and Japan Drilling Company,
through the Egyptian Company for Offshore
Drilling and with new funding from the Bank of
Japan, reported Al Youm Al Sabee. A report
about the project was sent by head of EGAS,
Eng. Knaled Abdel Badee to Eng. Sherif Ismall,
Minister of Petroleum and stated that this pro-

ject will enable the petroleum sector to possess
its production tools such as the deep water rig
to be used in marine exploratory and develop-
mental drilling. Also, the new rig will help in de-
veloping the country's reserves and providing
new sources of oil and gas while increasing
economic revenues. The report also mentioned
that a preliminary agreement has been reached
to start formulating a draft agreement with the
Japanese partner to commence implementing
the project.

Moharram Helal: It Is Essential to Implement Gas Coupons Before Winter

Dr. Moharram Helal, CEO of the Egyptian Fed-
eration of Societies of Investors, told Al Youm Al
Sabee that the gas coupon system must be im-
plemented before next winter so that the budget
does not have to bear an extra financial burden.
Helal added that LPG prices experience a hike

during the winter months due to increased con-
sumption for heating purposes. A ton of LPG
in summer costs around $500, in contrast, the
ton costs $1,000 during the winter season.

We have an electricity
generator

&

I don®t want anything
i just need to use

the electricity

to do my work please,
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Petroleum Ministry: Increased Fuel Qil Supply to Prevent Power Cuts at Polling Stations

A source at the Ministry of Petroleum told Al Youm Al Sabee
that the government planned on increasing the supply of fuel
oil to power plants during the two days of the presidential
elections, May 26-27 to prevent power cuts from occurring in
the polling stations. The source also mentioned that the nat-
ural gas supply to power plants is stable at 76 million cubic
meters of gas and that this supply will be increased in July
when temperatures rise even further.

Y, W @ P, LIS

Egypt negotiates With Four International Companies for the Purchase of Gas

A govermment source reported that the petroleum sector,
represented by EGAS, is negotiating a deal for the purchase
of new shipments of LNG, in addition to the 12 shipments it
has succeeded in purchasing for reasonable rates. EGAS
is continuing its negotiations with a number of internation-
al companies to secure the country’'s needs of natural gas.
Eng. Khaled Abdel Badee, Chairman of EGAS, told Al Youm
Al Sabee that the current negotiations with international com-
panies are focused on reaching a deal for better prices. The
same government source said that it is necessary to reach
the agreements for the purchase of natural gas to secure the
coming period, especially since the current shortage is ex-
pected to continue for five years until natural gas production
resumes at its normal levels and after the completion of the
North Alexandria project and a number of other new projects.

EGAS: We Will Spare No Effort to Supply Power Plants With Energy Needs

Eng. Khaled Abdel Badee, Chairman of EGAS, said that the
petroleum sector will not spare any effort in order to supply
power plants with their needs of fuel for electricity genera-
tion. Abdel Badee told Al Youm Al Sabee that electrical power
plants consume 78 million cubic meters of gas per day, in

addition to 25,000 tons of fuel oll, as well as 2,000 tons of
diesel on a daily basis. Abdel Badee asserted that the pe-
troleum sector is doing its utmost to supply the necessary
amounts of fuel to electrical power plants.

Sino Tharwa Drilling Company Expands Drilling Operations

The petroleum sector is currently finalizing the process for the
purchase of five onshore drilling rigs with investments reach-
ing $74 million. Three of them are land drilling rigs, while two
are well maintenance machines for Sino Tharwa's wells, re-
ported a source at the ministry. The machinery is scheduled
to arrive within six months, according to a report received
by Engineer Sherif Ismail, Minister of Petroleum, from Eng.
Ibrahim Khedr, Chairman of Sino Tharwa.The report indicated
that there is an increase in investment opportunities in the
petroleum sector locally and internationally and that the com-

pany is aming to expand its operations in light of the current
increase in exploration activities in Egypt after successfully
signing 33 new agreements and studying the possibility for
new international tenders. This came as an incentive to Sino
Tharwa to further develop its capacity by acquiring the new
rigs to bring the total number of rigs owned by the compa-
ny to 23 rigs. The report also mentioned that Sino Tharwa’s
technical proposal won the tender offered by Sonatrach, To-
tal, and CEPSA in Algeria and it is currently waiting for the
results of its financial proposal.

Petroleum Sector Negotiates With Partners to Modify Agreements for Field Development

EGPC is currently negotiating with foreign companies work-
ing in the local market to modify plans to develop their fields,
a source at EGPC told Al Shorouk Newspaper. This is part of
an attempt by the government to improve production levels
to help the government face the current energy crisis. EGPC
is currently cooperating with EGAS to modify plans for devel-
oping Egyptian ail fields to increase local production of crude
oil and natural gas to meet local demand. Egypt is currently
facing a crisis in natural gas supplies as the country is cur-
rently producing 5.3 billion cubic feet of natural gas daily, 400
million cubic meters of which are consumed within the fields

by the extraction machinery. In addition, foreign companies
operating in Egypt export around another 400 million cubic
feet while the rest goes to the consumption of the local mar-
ket, according to Eng. Sherif Ismalil's statements. The minister
of petroleum recently indicated that there is a plan to increase
local production of natural gas during this year by 1.8 billion
cubic feet. EGAS has also reached an agreement with the
Russian company Gazprom to supply seven shipments of
LNG starting next August, and with the French company EDF
o supply five shipments of natural gas starting next October.

EGAS: We Are Not a Party in Gas Negotiations With Israel

Eng. Khaled Abdel Badee, Chairman of EGAS, denied that
the Egyptian side had any knowledge about the signing of a
letter of intent between the Spanish company Union Fenosa
and the Israeli side to obtain Israeli natural gas and that Egypt
is not a party in this agreement. Abdel Badee told Al Youmn
Al Sabee that the Egyptian side contacted the Spanish com-
pany immediately and that Union Fenosa said that the whole
matter is only a letter of intent to study the technical possibility
of supplying the natural gas and that it does not represent
an agreement for the supply of gas. It also mentioned that
the letter of intent is valid for a period of three to six months.
Abdel Badee mentioned that a meeting will be held during
May with the Spanish partners to find out more details about

the matter and that no agreements will be signed unless the
concermed Egyptian authorities agree and only in accordance
with what is beneficial for Egypt.

UNION FENOSA GAS

EGAS: Electricity Consumption Will Return to Normal Once the Weather Improves

Eng. Khaled Abdel Badee said that electricity consump-
tion reached its highest levels this year in early May due
to a heat wave, and that consumption returned to normal
levels once the temperature stabilized once again. Abdel
Badee told Al Youm Al Sabee that electricity generation is
responsible for the highest consumption of fuel this year,
as it received 79 million cubic feet of gas, 23,000 tons
of fuel oil and 1,000 tons of diesel in just two days. The

chairman of EGAS said that although temperatures rose in
early May and had a negative effect on turbines especially
in the Western Desert, the petroleum sector compensat-
ed for the deficit by reducing supplies of fuel to industries
that consume a large amount of fuel such as cement, fer-
tilizers and petrochemicals.

I CHOICE Words

The Egyptian army is undertaking major oper-
ations in the Sinai so it is not transformed into
a base for terrorism that will threaten its neigh-
bors and make Egypt unstable. ... We need
American support to fight terrorism.

Abdel Fattah el-Sisi

Egypt’s Presidential Candidate 9 9

We [Dana Gas] face significant delays in our
collections in both Egypt and Irag. This has
impacted our ability to invest in both of those
regions.

Patrick Allman-Ward
CEO of Dana Gas

We will be evaluating the situation to see if there
is a need to conclude this program of financial
support [from IMF] or whether we just confine
ourselves to the reforms we conclude.

Hany Kadry Dimian
Egypt’s Finance Minister

D9

In its plan for the next fiscal year, EGPC is tar-
geting 690,000 barrels per day of crude oil
production compared to the current 680,000
barrels per day.

Tarek el-Molla

Executive Chairman of EGPC Q Q

CARTOON

Who will be Egypt's savior?
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Gas Explosion Location Difficult to Reach, Homes

Unharmed

A source at the Ministry of Petrole-
um reported that the explosion of
the gas pipeline to Jordan at the
hands of anonymous perpetrators
occurred at a location in the middle
of the desert, which is difficult to
access, reported Al Youm Al Sa-
bee. The source also mentioned
that Al Arish power plant and gas
to households have not been af-
fected, but that gas supplies to
Jordan have been interrupted.
Unidentified perpetrators exploded
the gas pipeline using a bomb for
the 23rd time since the January
25, 2011 revolution, for the sev-
enth time since June 2013, and
the second time in one week in

May 2014.

Chairman of Town Gas Denies Terrorist
Bombing of Gas Pipeline

Eng. Mohammed  Hassanein
Radwan, Chairman of Town Gas,
denied rumors that the fire that
occurred at one of the gas compa-
ny’'s premises, in Moneeb, had re-
sulted from a terrorist bombing. He
said that it was due to rising tem-
peratures and the fact that some

residents of the area deposited
bumning garbage near the control
room. Radwan said that the first
was put out completely after the
gas supplies were cut to the area
which serves 3,000 household cli-
ents and that losses were kept to
a minimum.

Petroleum Ministry: Electricity Deficit Will Be
Compensated Through Use of Fuel Qil

Chairman of EGAS, Khaled Abdel
Badee, told Al Youm Al Sabee that
the government will compensate for
the gas shortage by supplying elec-
trical power plants with large amounts
of fuel oll, reaching 33,000 tons daily
during the summer months until the
arrival of the first shipment of import-

ed natural gas in September. Abdel
Badee said that fuel consumption for
electricity generation is expected to
continue increasing gradually during
the summer months starting in May
until August, and that the petroleum
sector is doing its utmost effort to
meet the increased needs.

Lafarge Cement Sues Egyptian Government for

Raising Gas Prices

Lafarge Cement Company brought
a lawsuit against the Egyptian gov-
emment in the Administrative Court
for raising the price of gas from $4
to $6 per milion BTU. The lawsuit
claims that raising the price of gas is
unconstitutional and violates the con-
stitutional decrees related to justice
and equality. The company indicated
that the decision to raise prices was
biased against cement companies, in

particular, among all other companies
that consume a large amount of fuel
and energy. The company accused
the Egyptian government of erratic
decision making, and in its lawsuit
said that the price increase has had
a negative effect on the competitive
advantage of Egyptian cement com-
panies in the international market.

Cement Prices Rise to EGP 860 Due to Gas Shortage

Cement prices reached record highs
in Egypt in early May of EGP 860 per
ton in the local market to compensate
for the losses incurred by cement
companies due to the government's
reduction of natural gas supplies.
Mahmoud Saadoun, Managing Di-
rector of the National Cement Com-
pany, said that the reduction in natural
gas supplies has resulted in a reduc-
tion in cement production by 50%.

Petroleum Companies Announce State of Emergency
to Protect Facilities During Elections

Several sources at petroleum
companies have stated that
emergency plans have been put
into effect during the time period
for presidential elections sched-
uled for May 26th due to fears that
riots may take place. They have
also enlisted the help of the po-
lice and armed forces to ensure
security. A prominent source in
the Ministry of Petroleum said that
the current events will not affect
production, adding that there are

plans to increase the production
of ol and gas to meet the grow-
ing demand. He also mentioned
that the minister of petroleum has
given instructions to increase the
amount of petroleum products on
the market to avoid any shortag-
es during the elections period, as
well as providing electrical power
plants with all their fuel needs, re-
ported Al Youm Al Sabee.

Sovereign Bodies Will Submit Their Tax Reports in
October and Petroleum Debts Are 20 hillion

A prominent source at the Fi-
nance Ministry said that the
Central Bank of Egypt, EGPC,
and the Suez Canal are com-
mitted to paying their taxes
voluntarily. He said that these
sovereign bodies close their
budgets at the end of June
and submit their tax reports
from the end of September to
the end of October. It is worth

mentioning that the crisis
caused by the administrative
seizure imposed on govem-
mental oil companies is still on-
going due to the disagreement
between the tax authority and
EGPC regarding sales taxes
and general taxes that have
not yet been paid and valued
at between EGP 15 and 20
billion.

Egyptian Petroleum Research Institute: New
Project for Fuel From Cooking Oil and Algae

Anmed el-Sabbagh, Director of
the Egyptian Petroleum Research
Institute, said during his opening
speech at a workshop at the insti-
tute, that a new project has been
launched under the title “Com-
pleting the Project for Production
of Biodiesel from Jatropha, Cas-
tor Oil and Green Algae.” This is
part of a strategy to implement
scientific research aimed at find-
ing renewable alternative sources
of energy to fossil fuels, reported
MENA. El-Sabbagh added that

this project is funded internally
by the institute to provide a com-
prehensive study to attempt to
change the Egyptian fuel blend.
The institute is funding a number
of projects to produce bioethanal
from agricultural waste and gas-
oline from plastic waste, and the
mixture of ethanol and methanol.
He highlighted the importance of
increased investment in the en-
ergy sector as this is one of the
necessities of life.

Misr Petroleum Representative Arrested for

Embezzling 75,000 liters
Authorities in el-Beheira Governo-
rate arrested a representative of
Misr Petroleum, in Rasheed, for
storing gasoline and diesel fuel
and selling it in the black market.
Investigations showed that he

had illegally stored 47,000 liters
of diesel, 28,000 liters of octane
80 gasoline, as well as 83,000
liters of diesel and 14,500 liters
of octane 80 gasoline in 2013, Al
Dostour Newspaper reported.

Finance Minister: Gulf Petroleum Aid Will Continue

Until August

Minister of Finance, Hany Kadry,
said that the in-kind aid provid-
ed by some Gulf countries in the
form of petroleum products will
continue until next August, report-
ed MENA. He added that Egypt
has not received any financial aid
from Gulf countries during this pe-
riod. He also added at an event

in the London Stock Exchange
that the Egyptian government is
working in different directions to
reduce the shortage in the gen-
eral budge, which is around 15%,
either by reducing it to 10.5% as
planned, or to at least maintain its
current level.

Report: 78.7 Million Tons Petroleum Production in

2012-2013

=T 1 ] TR

The petroleum sector has been
successiul in meeting the needs
of Egyptian citizens and in main-
taining production levels of crude
oil and natural gas despite the nat-
ural reduction in the productivity of
wells. Total petroleum production
(including crude oil, condensates,
and natural gas) reached 78.7
million tons during 2012/2013
of which 33 million tons were
crude oil, condensates and LPG,
and 45.7 million tons natural gas
equivalent, reported MENA. The
Petroleum Ministry's report men-
tioned that the Western Desert
is considered the largest area for

the production of crude oil and
condensates, vielding 49% of
the total production. As for natu-
ral gas, the Mediterranean coast
and the Nile Delta are the areas of
the most production, producing
77% of Egypt's total natural gas
production. The report also men-
tioned that 33 agreements have
been signed with international
companies for new projects to
start exploration in addition to the
government’s new tenders for the
exploration of petroleum. It added
that the target is for foreign invest-
ments in the sector to reach $8.3
billion in 2014/2015.

Public Sector Compa-
nies Have 7 Billion in
Debt to EGAS

A source at the Ministry of
Petroleum said that the debts
owed by public sector com-
panies to EGAS have reached
EGP 7 bilion. These com-
panies have been unable to
make their payments due to
a severe lack of liquidity. The
source told Al Youm Al Sabee
that among the companies
that have not paid their debts
are steel factories, el-Qawmia
Cement factory, Abu Qir Fer-
tilizer factory, Helwan fertilizer
factory, textile factories and
others. He added that 80% of
the factories that have not paid
are public sector factories,
while 20% are private sector
factories. The source added
that the debts owed by vari-
ous government ministries and
organizations to the Ministry of
Petroleum have reached EGP
80 billion. The largest portion
of this debt belongs to the
Ministry of Electricity.

= \/
EGAS

ENAP Sipetrol Inter-
national Invests $100
million for New Pro-
jects in Egypt

& enap sipetrol

Eng. Sayed Rizk, Managing
Director of Sipetrol, said that
ENAP, which is the foreign part-
ner in the state-owned Egyp-
tian Petroshahd Company, will
undertake new investments in
Egypt reaching $100 million
for a number of new projects.
Rizk told Al Youm Al Sabee
that the company is currently
constructing a new pipeline in
the Western Desert 90 kilome-
ters in length and costing $25
million in less than a year. He
also added that the company
is aiming to dig five new wells
in the Western Desert, which
will increase production by
5,000-7,000 b/d.
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Source: Egypt Importing Gas From Israel
Similar to QIZ Agreement

A government source said that any
trade agreement that will be signed
to import natural gas from Israel will
take place between companies
and that the governments will not
intervene. The source mentioned
the QIZ protocol that benefited the
Egyptian industry greatly and has
increased trade between Egypt
and lsrael in recent years, report-
ed Al Youm Al Sabee. The source
added that it is easier on the eco-
nomic level for Egypt to import gas
from Israel than from Turkey or Eu-
rope, and that it is necessary for
Israel to enter into agreements to

Dana Gas said that its total dues at
EGPC are $278 million after sign-
ing the concession agreement for
sector 6 in the concession area
in the North Arish field. During the
first quarter of 2014, Dana Gas re-
ceived a portion of its dues from
the Egyptian government amount-
ing to $3 million, reported Al Youm
Al Sabee. Dana Gas is currently
reorganizing its investment portfolio
in Egypt as it is attempting to focus

Drilling News

BURAPETCO Drills New Well

BURAPETCO, a joint venture between EGPC
and TransGlobe, has recently completed drill-
iNng a new exploratory oil-producing well in its

export gas due to the fact that it
possesses immense natural gas
resources that cannot be absorbed
by the Israeli market. In addition,
natural gas prices are expected
to be lower than those from other
countries, as the Egyptian side ex-
pects that it will cost $6 per million
BTU, as opposed to the price of
$16 per milion BTU in the 12 LNG
shipments already agreed upon.
He also mentioned that importing
gas from Israel is the cheapest and
fastest alternative for Egypt.

on long-term development in its
profits and production volume in its
fields in the Delta and Mediterrane-
an. The company has completed
wide-scale operations to connect
its fields with the existing pipelines.
All of its current achievements have
contributed to increasing the com-
pany's production volume in Egypt
to 39,100 barrels of oil equivalent
daily, an increase of 17% over its
previous levels.

PETROSHAHD
Drills New Well

concession area in the Westemn Desert. The

production rate of BURAPETCO was 94,415

b/d as of April 2014,

BEA NW-1X

The new exploratory well was drilled at a depth
of 11,407 feet utilizing the AMAK-1 rig. Invest-
ments surrounding the project are estimated to

be $1.715 million.

PETRODARA Drills New Well

PETRODARA, a joint venture between EGPC
and TransClobe, has recently completed drill-
iNng a new developmental oil-producing well in
its concession area in the Eastem Desert. The
production rate of PETRODARA was 307,180
b/d as of April 2014,

ARTA-69

The new developmental well was drilled at a
depth of 3,933 feet utiizing the ST-7 rig. Invest-

PETROSHAHD, a joint
venture between EGPC,
Sipetrol, and Kuwait Ener-
gy, has recently complet-
ed driling a new explora-
tory oil-producing well in
its concession area in the
Western Desert. The pro-
duction rate of PETROS-
HAHD was 589,131 b/d
as of April 2014.

DIAA-2 ST

The new exploratory well
was drilled at a depth of
11,400 feet utilizing the
ECDC-7 rig. Investments
surrounding  the  pro-

ject are estimated to be
$5.419 million.

ments surrounding the project are estimated to

be $615,000 .

GAPCO: Increased Production of LPG From the
Gulf and Shogeir Factories

GAPCO has succeeded in in-
creasing its production from its
Gulf and Shogeir factories to
reach 560 tons of LPG daily,
which contribute to meeting
local demand. Chairman of
the company, Abed Ezz el-Re-
gal, said that the company is

implementing a plan that in-
cludes the rehabilitation of its
infrastructure such as pro-
duction platforms and marine
pipelines, as well as digging
developmental wells.

Foreign Company in Petroleum Sector Requests
Changing Equipment Contracts

Eng. Sayed Rezk of ENAP
Sipetrol said that brownfields
need new technologies and
advanced equipment to start
producing again. In statements
issued to Al Youm Al Sa-
bee, Rezk called on EGPC to
change the contracting meth-

ods and instead of requiring
‘lowest prices” on quotations,
to require ‘“highest efficien-
cy.” Currently, EGPC requires
companies to buy the cheap-
est machinery, which are often
the poorest machines and re-
duce efficiency.

Foreign Company Calls on Government to Re-
quire Companies to Receive their Dues in EGP

Sayed Rezk, Managing Director
of ENAP Sipetral, said that EGPC
is now regular in its payments to
the company on a weekly basis,
and that it pays off a part of it in
US dollars and a part in EGP, re-
ported Al Youm Al Sabee. Rezk
said that it is necessary for the
Egyptian government to require
that foreign companies receive
their dues from other companies
in Egyptian pounds or at least

Khalda Drills New Well

partially in Egyptian pounds and
partially in US dollars, especial-
ly since the current agreements
with the petroleum services com-
panies require that the compa-
nies make their payments in US
dollars, but the companies have
difficulties in obtaining US dollars.
He said that his company has no
problems in providing US dollars
because it is partly owned by the
Chilean government.

Minister of Petroleum:
Contract for Ship for
Deliquefying Natural
Gas Will Help us Provide
Electricity Needs

Eng. Sherif Ismail said that signing
the first contract for a floating natural
gas deliquefying unit in preparation
for the first shipment of imported
LNG is in line with the efforts being
made to increase current levels of
natural gas production at present
and in the future with the develop-
ment of new fields. Ismail withessed
the contract which was signed by
Eng. Khaled Abdel Badee, Chair-
man of EGAS, and Sveinung J.S.
Stehle, CEO of Norwegian compa-
ny, Hoegh LNG. Ismail added that
the government plans to increase
gas production during 2014 at a
rate of 1,800 cubic feet daily, of
which 1,300 cubic feet daily will be
used to compensate for the natural
reduction in the production of fields
due to their age. The final increase
at the end of the year is expected
to reach 400-500 million cubic feet
daily, reported Al Youm Al Sabee.,

BAPETCO Drills Two New Wells

Khalda, a joint venture between EGPC

and Apache, has recently completed
drilling two new developmental oil-pro-
ducing wells in its concession area in
the Western Desert. The production

rate of Khalda was 4,254,561 b/d as

of April 2014.

MEGHAR-7

The new developmental well was drilled

OBA D-44

BAPETCO, a joint venture between EGPC and Shell, has recently
completed drilling two new developmental oil and gas-producing
wells in its concession area in the Western Desert. The production
rate of BAPETCO was 966,172 b/d as of April 2014.

The new developmental gas-producing well was drilled at a depth
of 14,009 feet utilizing the EDC-55 rig. Investments surrounding the

at a depth of 12,700 feet utilizing the

EDC-1 rig. Investments surrounding the
project are estimated to be $2.133 mil-

lion.

NRQ 255-6H ST

NEAG JG-18

project are estimated to be $3.475 million.

The new developmental oil-producing well was drilled at a depth of

10,912 feet utilizing the EDC-72 drill. Investments surrounding the
project are estimated to be $1.177 million.

The new developmental well was drilled
at a depth of 10,132 feet utilizing the

EDC-80 rig. Investments surrounding
the project are estimated to be $3.124

million.

Qarun Drills New Well

Qarun, a joint venture between EGPC and

Agiba Drills Two New Wells

Agiba, a joint venture between EGPC and IEOC, has recently com-
pleted drilling two new developmental oil-producing wells in its con-
cession area in the Westermn Desert. The production rate of Agiba

Apache, has recently completed drilling a

new developmental oil-producing well in
its concession area in the Westen De-
sert. The production rate of Qarun was

1,264,755 b/d as of April 2014.
NEAMA-14H

The new developmental well was drilled at
a depth of 11,092 feet utilizing the ECDC-
17 rig. Investments surrounding the pro-
ject are estimated to be $3.072 million.

DORRA-21

estimated to be $525,000.

MEL-87

mated to be $746,000.

was 1,765,062 b/d as of April 2014,

The new developmental well was drilled at a depth of 6,315 feet
utilizing the PDI-147 rig. Investments surrounding the project are

The new developmental well was drilled at a depth of 6,300 feet
utilizing the ST-8 rig. Investments surrounding the project are esti-
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Mediterranean News

Israeli Gas Field May Supply Facility in Eqypt

Houston-based Noble Energy Inc.
made a preliminary deal to sell gas
to Union Fenosa Gas SA for its
LNG facility in Egypt, reported the
Times of Israel. This will entail pro-
viding up to 2.5 trillion cubic feet of
gas over 15 years. It said all parties
in the agreement hoped to reach a
final agreement within six months.
The agreement would then require
regulatory approval in lIsrael and

Egypt. Noble operates the Tamar
field with a number of Israeli part-
ners, including Isramco Negev 2,
Delek Dirilling, Avner Qil Explora-
tion, and Dor Gas Exploration. Is-
rael began extracting gas from the
large Tamar field off its Mediterra-
nean coast in 2013. It is expected
to begin exporting when a second,
larger field Leviathan goes online in
2016.

Egyptian Gas Deal May Spur Israeli Offshore Development

A deal to pump natural gas from Is-
rael's Tamar Gas field to Egypt may
spur development of a larger reserve
nearby, benefitng partners in both
discoveries. Noble Energy of Houston
said earlier this month that it signed
a non-binding agreement of intent to
sell offshore gas from Tamar to Union
Fenosa Gas SAs, a liquefied natural
gas plant in Egypt, which will export
it. Shares in Noble’s Israeli partners in
Tamar — Delek Drilling LP, Avner Ol
Exploration LP, and Isramco Negev 2

LP — rose to record highs after an
oversubscribed $2 billion bond offer
to develop the Leviathan field to the
north, as reported by Fuel Fix. “This is
the first step toward exporting Isragli
gas outside the immediate regional
markets like Jordan and the Palestini-
ans,” Guil Bashan, an analyst at IBI-Is-
rael Brokerage & Investments Ltd.,
said by phone. “The next step is likely
to be the selling of gas from Leviathan
to the other LNG plant in Egypt.”

Iran Could Send Gas to Europe via Turkey

Iran is ready to export natural gas
via a pipeling, or in the form of LNG
to European countries, the coun-
try’s Deputy Oil Minister for Interna-
tional Affairs Ali Majedi said on May
7th, reported Hurriyet Daily News.
The most cost effective route will
involve sending the gas via the
Trans Anadolu Pipeline, which will
carry Azerbaijani natural gas to

Europe, Majedi said to the official
Iranian news agency IRNA. “The
second route is a pipeline which
passes through Iraq, Syria, Leba-
non, and the Mediterranean Sea,”
Majedi said, adding, “The third
route is an undersea route passing
beneath the Mediterranean Sea.”

Turkey Starts Sale of Kurdish Qil to Global Markets

Turkish  Energy Minister, Taner
Yildiz, announced that his coun-
try has started selling Kurdish oil
stored at the Turkish Mediterranean
export hub of Ceyhan to buyers in
the global markets. This effectively
brings an end to a recent dispute
over the issue between Irag's cen-
tral and Kurdish administrations,
reported Today's Zaman. A crude
oil pipeline between Northemn Irag
and Turkey was completed late last
year, and since then oil has been
pumped via the pipeline into stor-
age tanks at Turkey's Mediterrane-

an port of Ceyhan. Exports from
Ceyhan, however, were on hold to
give diplomacy a chance to solve a
dispute between Baghdad and Ar-
bil over the sale of Kurdish oil to in-
ternational markets. Earlier in Feb-
ruary, lragi Deputy Prime Minister
for energy Hussain al-Shahristani
had announced that Iragi Kurdis-
tan agreed to export crude via the
country’s main oil marketing body;,
Irag’s State Oil Marketing Organiza-
tion (SOMOQO), potentially removing
a major conflict point.

Woodside CEO Justifies Israeli Gas Delay

Woodside CEO Pster Cole-
man said that the decision
to delay the deal regarding
Israel's Leviathan gas field
was ‘“difficult” but in the
best interests of sharehold-
ers. In his first public com-
ments since a last-minute
withdrawal from a signing
ceremony in  Jerusalem
to consummate the $2.8
pbillion deal, Coleman said
Woodside's commitment to
growth was strong, report-
ed the Herald Sun. “This
was a difficult decision
and not one that we took
lightly,” Mr. Coleman told
shareholders at the com-

pany's annual meeting in
Perth on Wednesday. We
do not make investments
with the belief that we can
work it out later, or that it will
be right on the day.” Cole-
man said discussions were
continuing with  the joint
venture partners and Isrageli
government, and said that
Woodside had not yet paid
any funds. Woodside and
the lsraeli government are
understood to be squaring
off over tax arrangements
around Leviathan, which is
one of the largest offshore
gas finds of the past dec-
ade.

Basra-Agaba Qil Pipeline Gains

Approval of Iraq Parliament

Irag’'s parliament agreed on
a project to build an $18 bil-
lion pipeline to export crude
oll from Basra to Jordan’s
port city of Agaba, said
Adnan  el-danabi, chair-
man of its energy commit-
tee, reported Zawya. “We
are very supportive of this
strategic project with Jor-
dan, which will greatly help
Irag increase its oil exports
across the world,” Janabi
told The Jordan Times on
the sidelines of the Irag
Future Energy Forum, at-
tended by representatives
from several intemational

companies in the field of oll
and gas. The 1,680-kilo-
meter double pipeline wil
pump one million barrels of
oil a day from Basra on the
Gulf to the Agaba Port, and
around 258 million cubic
feet of gas. The Basra-Aga-
ba oll pipeline, which is ex-
pected to be operational in
2017, will provide Jordan
with 150,000 barrels of ol
per day, while the rest wil
be exported through Aga-
ba, generating an estimat-
ed $3 billion a year in reve-
nues for the Kingdom.

43 Killed in Libya Clashes

Forty-three people were
kiled in recent clashes
between two militias and
army troops loyal to a
rogue general in Libya.
The country’s authorities
called the military offen-
sive a “coup” and closed
Benghazi's airport, re-
ported RT.com. Military
aircraft and helicopters
fighting for General Khal-
ifa Haftar were involved
in the clashes and were
spotted flying over Beng-
hazi, Libyan security offi-
cials said, as quoted by
AP The death toll from
the clashes in the east-
em Libyan city have ris-

health ministry  official
said on Saturday, as cit-
ed by Reuters. Over 100
people were wounded. A
littte over one year ago,
Libya lost $1 billion due
to disrupted ail produc-
tion. Violent incidents
involving  rival  armed
groups fighting over who
gets to guard Libyan oil
and gas faciliies have
become more frequent
in  post-Gaddafi Libya.
Heavily armed militias
have seized ail facilities,
and local tribes have de-
manded revenue or jobs
while blockading oil fields
and sea terminals.
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Petrofac
Awarded

$970

Million
Algerian Natural
(as Project

Petrofac has been awarded by
Groupement Reggane a con-
tract valued at more than $970
million for gathering, treatment,
and export of natural gas of the
Reggane North Development
Project (Reggane), located in
the Reggane basin of the Al-
gerian Sahara desert 1,500
km south-west of Algiers. The
partnership  comprises  Alge-
rian  state-owned  company
Sonatrach (40%), Spain’s Rep-
sol (29.25%), Germany's RWE
Dea AG (19.5%) and Edison
of ftaly (11.25%). Petrofac wiil

be undertaking the engineer-
iNng, procurement, construction,
commissioning, and start-up
of the gas treatment plant, the
gathering system and export
pipeline. The Reggane project
will bring on stream 26 wells
from four fields in the Reggane
basin  (Reggane, Kahlouche,
Kahlouche South, and Azrafil
South East), all part of permis-
sions granted for blocks 3571c
and 352c.

Total Percentage of Total Rigs
6 5%

Algeria’s Sonatrach Recalls Workers From Libya

Reuters reported that the Alge-
rian state energy firm Sonatrach
has ordered its workers back
from Libya over security con-
cems in the neighboring coun-
try, a source at the company
said. Around 50 Sonatrach em-
ployees were working in Libya,
and all will be out within two
days, the source said. Algeria
sent a special forces team into
Tripoli to evacuate its ambassa-
dor and embassy staff following
threats, according to Zawya.
Algeria has also imposed re-
strictions on border crossings,

allowing only Algerian citizens to
cross from Libya and only Liby-
an citizens into Libya, a security
source said.
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International News 5

Map Shows Where New Mexico Qil, Gas Spills Occur

In the US, a new website is being used
to map the location of oil- and gas-re-
lated spills in New Mexico, indicating
an increased number of spills in recent
years. The Center for Western Priorities
built the online map using data gathered
over many years by the Energy, Minerals
and Natural Resources Department’s Ol
Conservation Division, AP reported. The
organization, which is based in Denver,

Colorado, monitors spills caused by
crude oil, drilling fluids and methane re-
leases, among others, and then shows
their locations on the map. The data
show that spills occur almost twice a day
in New Mexico, and that the number of
spills increased from 470 spills reported
in southeastern New Mexico in 2008 to
more than 600 in 2013.

Western Sanctions Target Russian Enery Sector

The leaders of G7 major economies have
agreed to intensify sanctions against
Russia over the Ukraine crisis. With a US
official warming, possible punitive meas-
ures could be imposed, the Guardian re-
ported. In a statement, the British Prime
Minister, David Cameron, the US Presi-
dent, Barack Obama, the French Prime
Minister, Francois Hollande, the German
Chancellor, Angela Merkel, and counter-
parts from lItaly, Japan, and Canada ex-
pressed “deep concern at the continued
efforts by separatists backed by Russia
to destabilize eastern Ukraine.” The new
sanctions will target individuals or com-
panies influential in specific sectors of
the Russian economy such as energy
and banking. The announcement of new
sanctions follows the capture of Euro-
pean military observers in Slavyansk by
pro-Russian separatists.

New 0Oil and Gas Reserves Found in Kazakhstan

New oil and natural gas reserves have
been discovered in Rozhkovskoye field
in Kazakhstan, the country’s national oil
and gas company KazMunaiGas an-
nounced. “Positive test results from the
new deposit increase the prospects of
growing the field's reserves,” the com-
pany said. Exploration in the field has
been underway since 2008, KazMun-

aiGas said, adding that the studies on
the newly discovered reserves would be
completed by the end of the year, report-
ed the World Bulletin. According to the
U.S. Energy Information Administration,
Kazakhstan holds 2% of the world’s aill,
with 30 billion barrels. The proven natural
gas reserves in the country are 2.5 trillion
cubic meters.

Pakistan Oil and Gas Reserves Depleting by 3% Daily

Pakistan’s reserves of gas and oil are de-
clining by 2-3 percent every day. This
is considered an alarming development,
though the incumbent government has
increased its focus on indigenous explo-
ration and resource production, reported
the News Interational website. OGDCL
Managing Director, Riaz Knan, made this
announcement in mid-May in a meet-
ing of the subcommittee of the Senate

Committee on Petroleum and Natural
Resources. Pakistani Minister of Petrole-
um and Natural Resources, Shahid Kh-
agan Abbasi, mentioned that the govern-
ment of Pakistan is very much clear on
Iran’s-Pakistan gas pipeline as Pakistan
wants to complete the project. However,
the US and EU sanctions are obstacles
in the way of the project’'s completion.

Indonesia’s Pertamina Will Increase Qil Qutput With

Acquisitions

Indonesia’'s state energy firm, PT Per-
tamina, is planning to buy mostly over-
seas oil and gas assets to help raise its
output nearly five-fold to 2.2 million b/d
by 2025, Reuters reported. Although
Southeast Asia’s largest economy was
once self-sufficient in oil and gas produc-
tion and is a former member of OPEC, it
has been struggling for years to attract
enough investment to halt declining do-
mestic output, which has dropped to
about half of its 1995 peak of 1.6 mil-
lion b/d. Pertamina issued a statements
in which it said that it plans to acquire
mainly oil and gas blocks that are pro-
ducing or at the development stage, as
well as assets that have significant ol re-
serves. Pertamina said 70% of its oil and
gas acquisitions would be of overseas
assets, which were expected to pro-

vide 600,000 b/d of the total output tar-
get. Pertamina did not specify countries
where it is planning to look for assets,
how much it planned to spend, or how it
would raise the money.

Qil Rig Causes Anti-Chinese Riots in Vietham

There are strong anti-Chinese moods in Viet-
nam after China on May 1st set an oil rig in
the waters that are claimed by the both coun-
tries. That caused two weeks of anti-Chinese
riots in Vietnam, in which at least four people
were killed and more than 100 injured, writes
the New York Times. Besides, Chinese and
Vietnamese boats have rammed each oth-
er in the area around the ail rig. Due to the
tensions, China has evacuated several thou-
sand workers from Vietnam. It accuses Viet-
nam of sabotage and interfering with the op-
erations of the $1 billion rig operated by the
China National Offshore Oil Corporation in the
South China Sea. According to the compa-
ny, the rig has by now finished its first phase
of operation and would stay in the area until

mid-August.

IEA: Electricity to Rival Oil as Dominant Energy Carrier

Electricity’s share of total energy demand has
about doubled over the last 40 years and it is
increasingly rivaling oil as the dominant energy
carrier according to a report by the International
Energy Agency (IEA). “Electricity is going to play a
defining role in the first half of this century as the
energy carrier that increasingly powers economic
growth and development. While this offers many
opportunities, it does not solve all our problems;
indeed, it creates many new challenges,” said
IEA Executive Director Maria van der Hoeven who

launched the report during the Fifth Clean Energy
Ministerial meeting in Seoul that took place on
May 12th-13th, according to the Dalily Fusion.
“We must get it right, but we're on the wrong
path at the moment,” Hoeven added. “Growing
use of coal globally is overshadowing progress
in renewable energy deployment, and the emis-
sions intensity of the electricity system has not
changed in 20 years despite some progress in
some regions. A radical change of course at the
global level is long overdue.”

Indonesian Oil and Gas Search on Hold

Indonesia’s declining oil and gas production
is facing more challenges as several explo-
ration projects have been on hold pending
the appointment of a new administration, the
Jakarta Post reported. Financial issues also
appear to be another challenge, as most
companies cannot afford to carry out explo-
ration in remote areas. Figures from oil and
gas regulator, SKK Migas, showed that 26 oil
and gas exploration wells were drilled in the
first quarter of 2014, in addition to six coal-
bed methane (CBM) wells. The regulator had
planned to see 206 wells driled this year.
According to the Jakarta Post, the figures
also showed that the realization of explora-

tion-well drilling was less than 60% in the last
few years, creating worries about the ability
of the country to meet its energy demand in
the future.

F=

Japan JX to Develop Malaysian Gas Field

JX Nippon Qil & Gas Exploration Corp. an-
nounced its decision to develop the Layang
gas field off the coast of the Malaysian state of
Sarawak on Borneo Island for an undisclosed
sum, aming to start production in April-dune
2016, Reuters reports. Layang field will have
a floating production, storage and offloading
system (FPSO) installed, the company said
in a statement. Production is set to start at
100 million cubic feet per day of gas (17,000
b/d of oil equivalent) and about 7,000 b/d of
condensate and crude. Natural gas will be
sold as LNG after being fed to the operating

liquefaction facility in Sarawak that JX invests
in via a roughly 200-kilometer undersea pipe-
line. JX Nippon Oil & Gas Exploration holds
a 78.7% stake in the Japanese venture that
holds a 75% stake in SK10 block, while the
remaining 25% is owned by Malaysia’s Petro-
nas Carigali. Other shareholders in the Jap-
anese venture are Inpex Corp, with a stake
of 15% and Mitsubishi Corp, with a stake of
6.3%.

0GDCL Spuds 14 New Wells in Nine Months

The Nation reported that Pakistani Oil and Gas
Development Company Limited (OGDCL) is
making efforts to meet the country’s growing
energy needs, spudding 14 new wells in the
first nine months of fiscal year 2014. These
wells include six exploratory or appraisal wells
and eight development wells, which would
go a long way in enhancing overall produc-
tion of the company, official sources stated.
Similarly, the company’s exploratory efforts
to locate new hydrocarbon reserves vyield-
ed two new oil and gas discoveries, namely
Saand-1 and Maru East-1, both located in
the Sindh province. The source told OGDCL
that the average net crude oil production of
the company is 40,838 b/d, net gas produc-
tion 1,153 million cubic feet per day, net LPG
production 159,000 tons per day, and net

sulphur production of 92,000 tons per day
was achieved during the period under review.
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Western Australia Qil and Gas Delegation Visits UAE

Aramco Downstream Investments Over $100 Billion

Arabian Oil and Gas reported that
an oil and gas delegation from
Western Australia visited the UAE
to further strengthen bilateral rela-
tions with the country. The West-
e Australian branch of American
Chamber of Commerce, headed
by Penelope Wiliams, brought
a 36-member delegation to the
UAE to strengthen the growing
trade relationship with Westem
Australia. The delegation was led
by Pankaj Savara, commissioner
of Western Australian Trade Office
(WATO) in Dubai. The delegation
met with Abu Dhabi National Ol
Company (ADNOC) and the Abu
Dhabi Chamber during their vis-

it. By 2017 Australia is expect-
ed to produce 87 Metric tons of
LNG, ranking it above Qatar as
the world’s leading LNG exporter.
Trade between Western Austral-
ia and UAE reached $920 mil-
lion in 2013. Currently 57.1% of
the trade between Australia and
UAE is carried out with Westemn
Australia. Last year, a high-level
business delegation was led by
the UAE Minister of Economy,
Sultan Bin Saeed el-Mansouri, to
Western Australia to explore ways
of strengthening economic and
trade relations with the state, re-
ported Arabian Oil and Gas.

Nanotechnology Achievements Displayed in

19th Int’l Qil, Gas, Refining, Petrochemical Ex-

hibit in Iran

Fars News Agency reported that six
companies active in the field of nano-
technology displayed the latest appli-
cable achievements of this technolo-
gy at the 19th Intemational Oll, Gas,
Refining and Petrochemical Exhibition
on 6-9 of May 2014. As the second
oil producer among the Organization
of Petroleum Exporting Countries
(OPEC), the Islamic Republic of Iran
possesses 11% of all petroleum reser-
voirs all over the world and 18% of the
natural gas, and it annually hosts an
international exhibition on ail, gas, re-
fineries, and petrochemicals. Among
the participant companies active in
the field of manufacturing devices and

Unconventional News !

nanomaterials, were Plasma Fanavar
Amin Company that presents PACVD
device, Payam Avaram Nanofanavari
Fardanegar Company that presents
nanocavitation device, Yar Nikan
Saleh Company with ARC deposition
device, Nanofanavaran Khavar with
industrial nano filters, Advanced De-
vices Engineering Company (ADECO)
that was representative of some of
equipment manufacturing companies
and presented GCxGC, ultrasonic
device, and BET, and Nano Meqgyas
Fanavaran Company that presented
industrial electrospinning device used
in petroleum industries.

State-owned Saudi Aramco, one of the largest com-
panies of the world’s largest oil exporter in Saudi
Arabia, announced that its downstream investments
would exceed $100 billion over the next decade, as
global demand for oil rises by 25% in the next 25
years, reported Gulf Oil and Gas. “Globally, these
investments will exceed $100 billion over the next
decade alone and that is premised on our belief in
the long term sustainability of oil demand,” Khalid
al-Falih, the company’s chief executive said at a pst-
rochemicals conference in Bahrain. “As a result of
both global demographic growth and rising stand-
ards of living in the developing world we see global
demand for oil growing by a quarter over the next 25
years,” he said. Falih said Aramco’s refining capacity
would be between 8 million to 10 million b/d in the
coming years, a figure exceeding the goal cited by

Aramco in 2012 of 8 million b/d. “In the years to
come Saudi Aramco will have 8 to 10 million b/d of
participate refining capacity primarily in the high de-
mand growth markets of the Far East and of course
here at home in the Middle East that will make us
one of the largest downstream players on the planet
by volume,” Falih said.
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Frontier Resources Completes Seismic Interpretation of Block 38

Frontier, an AIM traded international oil and gas ex-
ploration company with assets in Oman, Zambia,
and Namibia, announced an operational update
on its activities in the Sultanate of Oman which
was published in Gulf Oil and Gas. Frontier's 100%
owned Block 38 is located in the Rub Al Khali Ba-
sin in southwest Oman and covers a surface area
of approximately 17,425 square kilometers. An Ex-
ploration and Production Sharing Agreement (EPSA)
was signed on November 25th 2012, Frontier is the
operator. The Company has now completed the ini-
tial interpretation of available legacy 2D seismic data,
both original and those data re-processed during
2013 by BGP in Houston. These reprocessed data
have enabled Frontier to identify geologic horizons
previously unseen on the original seismic. Frontier
also announced that it has identified a number of
potentially attractive exploration targets. These tar-
gets include formations within Precambrian-Cam-
brian units, many of which contain hydrocarbons at

the analog Khazzan-Makarem Field in central Oman
currently under development by BP as presented at
the Gas Arabia Summit in December 2011,

IRAN
. Khasah'j‘-Mus_and:m
[ (e " Peninsula -
QAaTAR  Ginif sMadha (Oman)
Bé.ﬁna.h
'@ Coast
Barkag Muscat Tropic of Cav
UNITED el )
ARAB ‘Rustaq® *Nakhal Gulf of Owan
EMIRATES | e,
‘Nizwa  ©
saup| Umm al-Samim N-lehﬁ Wahiba Sands
ARABIA o
SAILEIE - pfairah Istand
1o e
s.(ca ‘Hﬂbﬂﬂh i X
uf"’%‘:i#?ﬁ : Avabian §
e 4
A D F-
T
EMEN . .s;w Muria g=—122laﬂnlﬂ
IM“gh““ Islands -_—

Guadrilla to Submit
Plans for Preston Shale

Gas Exploration Site

Cuadrilla Resources will submit an
application for planning to Lanca-
shire County Council in the UK to
drill, hydraulically fracture, and test
the flow of gas from a maximum of
four exploration wells at its proposed
exploration site at Preston New
Road. Once Lancashire County
Council has approved the planning
application for Preston New Road,
it is expected a decision regarding
the application will be reached with-
in a 16-week period. Gulf Oil and
Gas reported that plans will also
be submitted to install a network of
seismic monitoring stations within a
4km radius of the proposed explo-
ration site. As part of the process,
planning and environmental con-
sultants at Arup have produced a
detailed Environmental Impact As-
sessment (EIA) that will accompany
the planning application.

Armada Funding Agreement with Gulfstar

Armada Oil Inc., an oil and gas ex-
ploration and production compa-
ny, has entered into an agreement
with  Gulfstar Resources, LLC
(Gulfstar), a private energy invest-
ment group, for a third tranche of
capital associated with its recent
asset reallocation transaction, the
company announced in a press
release published in Gulif Oil and
Gas. Total committed net funding
for this tranche is approximately
$2,040,000, and upon full fund-

ing (scheduled to close on or be-
fore June 15th), Gulfstar will have
acquired an additional 12.6% of
TNR Holdings, LLC (TNRH). At
that point, the company’s own-
ership interest in TNRH will be
approximately 27%, and will have
accomplished its stated goal of
the reallocation of the bulk of its
assets to the mid-continent re-
gion while maintaining significant
net production in South Louisiana.

Shale Gas May Provide New Opportunities in

Algeria

Algeria is the third largest natural
gas producer in the Arab world, af-
ter Qatar and Saudi Arabia, and the
leading exporter in Africa. It is also
a significant oil producer. Howev-
er, in recent years both oil and gas
production have slowed with oil
production falling to its lowest level
since 2003 in January 2013, and
gas output dropping by 7.6% be-
tween 2005 and 2013, according
to Guif Oil and Gas. In an attempt
to address this declining production
and provide a much needed boost
to the economy, Algeria is taking
key steps to develop its 707 trillion
cubic feet of technically recoverable
shale gas reserves. On 20th Feb-
ruary 2013, Algeria enacted Law
no. 13-01 amending and supple-

menting Law no. 05-07 of 28 April
2005 relating to hydrocarbons (HL),
to specifically cover the exploration
and production of unconventional
hydrocarbons. Algeria thus became
the only country to have legislated
specifically for unconventional hy-
drocarbon developments in Africa,
giving it a major advantage com-
pared to other shale rich countries
in the continent. Keen to maintain
Algeria’'s advantages, on January
21st the National Agency for the
Development of Hydrocarbon Re-
sources (ALNAFT) launched its
fourth licensing round, which is its
first to offer concessions over un-
conventional prospects. Bids must
be submitted to ALNAFT on 5th
September 2014.

New Estimates of US Shale Deposits

This June, the US Energy Information
Administration (EIA) will publish a new
estimate of shale deposits in the US
set to correct misconceptions and
rumors due to over-inflated estimates
of unconventional oil reserves. Ac-
cording to the Guardian, EIA officials
told the Los Angeles Times that pri-
or estimates of recoverable oil in the
Monterey shale reserves in California
were overestimated to be about 15.4
billion barrels. The revised estimate,

they said, will reduce this estimated
amount by 96% to only about 600
million barrels of oil. The Monterey
formation, previously believed to con-
tain more than double the amount of
oil estimated at the Bakken shale in
North Dakota, and five times larger
than the Eagle Ford shale in South
Texas, was expected to create up
to 2.8 million new jobs by 2020 and
boost government tax revenues by
$24.6 billion a year.

Russia Targets Shale Qil Boom

Russia wants a boom in unconven-
tional oil output by the start of the next
decade, and is prepared to look east
for technology if its ambitions are hin-
dered by Western sanctions over the
Ukraine crisis, Russian oil executives
told Reuters. Russia is now pumping
around 10.5 million barrels of oil per
day, with the bulk of production com-
ing from depleted western Siberian
deposits, highlighting an urgent need
to look for new oil resources, Reuters
reported. Western sanctions and the
current political turmoil in Russia may
threaten Russia’s prospects in the un-
conventional oil industry. According
to the US Energy Information Admin-
istration, it is estimated that Russian
recoverable shale oil resources are
currently at 75 billion barrels, more
than the 58 billion barrels held by the
US, the current leader in shale ail pro-
duction.
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Downstream

The High Cost of Subsidies

Estimates show that fossil fuel
subsidies are costing govern-
ments in emerging markets
more than $500 billion every
year and are a major contribu-
tor to climate change, accord-
ing to the International Energy
Agency (IEA) and Internation-
al Monetary Fund (IMF). The
largest amounts of subsidies
are concentrated in the Mid-
dle East, North Africa, Asia
and parts of Latin America,
according to the IEAs Fossil
Fuel Subsidy Database and
as reported in Downstream
Today. Energy-exporting coun-
tries accounted for 75% of all
subsidies on fuel consumption

in 2012, according to the IEA
and OPEC, members account
for more than half the world’'s
subsidies. Subsidies account
for 82% of the cost of electric-
ity and fuel in Venezuela, 80%
in Libya, 79% in Saudi Arabia,
74% in Iran, and 56% in Irag
and Algeria. In contrast, the av-
erage subsidy rate is just 18%
in India and 3% in China. In
cash terms the world’s biggest
subsidies are in Iran, Saudi
Arabia and Russia, all of which
are major oil producers. Subsi-
dies cost these three countries
a combined total of $180 bil-
lion per year in 2012.

Mexico Pemex Ships Crude

Mexico's Pemex has begun
shipping light Isthmus crude to a
variety of West Coast refineries
this year, according to US and
Reuters data and as reported
in Downstream Today, resum-
ing its sales after a pause of six
years. The state-run oil compa-
ny, which exported only about
100,000 b/d of Isthmus last
year, shipped about 340,000
barrels of the crude to Valero
Energy Corp in Benicia, Cali-
fornia, in January and February,
according to US government
data. It also shipped an addi-

tional 350,000 barrels (48,000
tons) to Tesoro Corp in San
Francisco in March, according
to Eikon’s trade flow database
based on PIERS data. Pemex
then exported another 150,000
barrels to Shell Trading in Ana-
cortes, Washington, in May
from the Salina Cruz terminal.
Isthmus is typically shipped
to Gulf Coast and East Coast
ports including Beaumont and
Corpus Christi, Texas, Phila-
delphia, Pennsylvania.

Russia and China Reach a Gas Deal

Russia’'s and China on May
23rd signed a deal on natural
gas sales after a decade of ne-
gotiations. The 30-year agree-
ment foresees Russia selling
China 3.8 billion cubic feet of
gas per day starting from 2018
through a pipeline from eastemn
Siberia, reports  Bloomberg.
According to Bank of America,
the deal was probably reached
at a price of $10.50 to $11
per milion BTU. China is fore-
casted to become the world’s
biggest gas user by 2035. Ac-
cordingly, the deal “establishes
possibly the most important
gas benchmark in decades,”

Greenpeace: Nearly 100% Renewable Energy Is Possible

A new report from Greenpeace and the
Global Wind Energy Council stated that the
US could switch to nearly 100% renewable
energy and phase out coal and nuclear
power, by the year 2050, reported Alternet.
The report, “Energy [R]evolution — A Sus-
tainable USA Energy Outlook,” provides
a plan for changing US electricity, trans-
portation, and heating systems to reduce
carbon emissions that heat up the climate.
The Greenpeace Wind Energy council plan

Renewable Energy Cooperation between Egypt and Scotland

An economic delegation from the Scot-
tish Development International Institution is
currently visiting Egypt, and according to
Egypt's State Information Service (SIS), an
agreement has been signed with the organ-
ization of African oil producing countries
to increase skills of workers in the fields of
petroleum and energy. Head of the delega-
tion, Dr. Abdel-Hady Fawzy, Chief Executive
Officer of the Scottish Development Interna-
tional Institution, said that Egypt is a strate-

would lead to about 1.5 million energy-relat-
ed jobs by the year 2030. Also, by gradually
eliminating coal and oil, fuel cost savings in
the scenario described would reach $6.1
trillion, or $1583 billion per year, and overall
costs would be about 50% lower than the
government outlook, the report calculates.
According to the report, US would be able
to reduce carbon pollution 39% below 2005
levels by 2025, and 60% below 2005 levels
by 2030, the groups estimate.

gic partner for the UK in the Middle East and
North Africa. He added that there are several
opportunities of cooperation between Egypt
and Scotland, not only on the Egyptian mar-
ket but also on other African markets. Fawzy
pointed out that the coming period will wit-
ness great cooperation between Egypt and
Scotland in the fields of petroleum and re-
newable energy, where Scotland enjoys a
vast experience.

Egypt Announces $1 Billion Investment in Solar Energy

The Egyptian government has announced
plans to invest up to $1 billion to develop
several major solar energy projects, report-
ed Egypt’s State Information Service (SIS).
Local and Administrative Development Min-
ister Adel Labib announced that the country
will implement a large-scale project during
the coming phase for producing solar en-
ergy at a total cost of $1 billion. The min-

ister's remark came during the inauguration
of a conference organized by Alexandria’s
Chamber of Commerce in late April. The
country is in need of establishing develop-
ment projects to offer more job opportunities
for youths, Labib said, adding that Egypt
has natural mineral resources that have not
been tapped yet.

said Francisco Blanch, the
bank's global head of com-
modities research. Currently
China’s economy relies heavily
on domestic coal and import-
ed oail, informs Downstream
Today. Bringing oil and gas via
pipelines from Russia will cut
the amount of hydrocarbons
that arrive to China via vulner-
able transit routes such as the
Malacca Strait. The agreement
with Russia will also give China
more leverage 1o strike advan-
tageous deals in negotiations
with other gas suppliers such
as Australia and with oil export-
ers in the Persian Gulf.

Renewable "

—xplosion Near
Niceria Refinery

A group of vandals caused an
explosion at a jetty near Nigeria's
210,000 b/d capacity refinery in
the southem oil hub of Port Har-
court, on May 19th. Ralph Ugwu,
a spokesman for Nigerian National
Petroleum Corp (NNPC), said the
blast on Sunday did not damage
refinery installations and had no
impact on operations, reported
Downstream Today. “The explosion
has nothing to do with the NNPC or
the refinery but with some people
who came to steal crude,” Ugwu
said. A local government official
said at least seven people died
in the blast. NNPC and the police
said they could not confirm wheth-
er there were casualties. Nigeria
is battling worsening oil theft from
small-time vandals whose activities
often force major pipelines to close
and industrial-scale theft.
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In Review |-

SUEZ CANA

Corridor Megaproject
to Be Launched Soon

Early next year, Egypt’'s government aims to present a plan to investors for broadening the Suez Canal and transforming its banks into a
logistic and industrial hub, which could create thousands of jobs. Egypt Oil & Gas Newspaper asked experts to comment on the plan’s
chances for success amid security threats and growing competition to the canal.

By Laura Raus

Qver half a billion tons of goods pass the Suez
Canal every year. This artificial 193-kilometer
waterway has become vital for international
trade, notably transport of oil and its derivatives,
as it enables ships to travel between Europe
and Asia without navigating around Africa. It is
equally vital for Egypt's government, being its
main revenue source alongside oil, tourism, and
remittances according to ANSAmMed.

Since its opening in 1869, the canal has been
developed in several stages to accommodate
larger vessels. For example, its water depth and
width have more than doubled, reaching 24
meters and over 200 meters respectively by the
end of the latest development stage in 2010,
informs the Suez Canal Authority (SCA), owned
by Egypt's government.

All Egyptians Potential Shareholders

The government plans to broaden and deep-
en the canal further, construct dry docks for
building and repairing ships on its banks, and to
“transform the waterway from merely a corridor
for tariffs to a logistics area providing transpor-
tation, loading, unloading, storage, lodging, and
marketing services to all ships passing through,
thus raising canal revenues by billions of dol-
lars, especially in foreign currency,” spokesper-
son for the SCA Omar Fouad told Daily News
Egypt. An economic zone will be established
northwest of the Gulf of Suez to host a wide
variety of industries, and fish farming will be set
up along a 100-kilometer area east of the canal.
The project is expected to make wide use of
Egypt's abundant renewable energy resources.

During the 2012 presidential election, the Suez
Canal area development was already a major
feature in the campaigns of the most prominent
candidates. When Mohamed Morsi became
the president, he made it a key component
of his “renaissance project” for the revival of
Egypt's economy. Even following Morsi's ouster,
the Suez Canal Corridor project remains alive,
although its implementation will undoubtedly be
somewhat different than it had been under his
rule.

According to Washington Post, Morsi's ad-
ministration appeared poised to negotiate with
Qatar over the development of the canal zone.
Meanwhile, many of the 14 Egyptian-foreign
joint ventures eligible to bid to become the de-
velopers of the project’'s master plan now have
previously contracted for Saudi Arabia and
UAE—allies of the current administration. Guf
Business reports that the bidders include Aus-
tralia's WorleyParsons, the American McKinsey
& Co, and Japan's Oriental Consultants. They
also include the Arab Contractors owned by
Egypt’s government and the Maritime Research
and Consultation Center, a non-profit organiza-
tion whose board of directors is chaired by the
minister of transport.

After the winning consortium is announced
in June, it will present a plan for the develop-
ment to the government within six months, said
Mahmoud Rizqg, Director of the Department of
Planning at the SCA. In January 2015, the gov-
ermment will present the plan to local and inter-
national financial institutions and companies at
a conference that aims to attract funding for the
project. The SCA plans to establish a company

for the development of the canal, which will ac-
quire funding though a stock market IPO, which
all Egyptians can contribute to.

The government has already allocated EGP 2
billion to finance preliminary studies, infrastruc-
ture, and the development of the master plan.
The World Bank has agreed to contribute with
technical expertise. According to Egypt's Prime
Minister Ibrahim Mehleb, the bank’s participation
‘contributes to the selection of global offices
with the utmost transparency and professional-
ism, and projects with enough details to imple-
ment them in the shortest possible time, which
serves to provide thousands of jobs for young
people and the development of the economy.”

Alternatives Emerging to the Canal

At the same time, there are some alternative
Asia-Europe transport routes emerging — ralil
links developed by lIsrael and Russia, and wa-
terways in the Arctic Ocean — threatening to
take some traffic away from the Suez Canal. All
these routes enable quicker shipping of goods
compared to the canal.

Israel announced in March that with the help
of the Chinese money, it would within one year
start constructing a $2 billion, 300 kilometer
rail freight link nicknamed Red-Med that would
connect its Mediterranean and Red Sea ports.
The construction is expected to take five years,
reports Deutsche Welle. “The Israeli rail line is
an alternative to the Suez for certain roll-on, roll-
off cargo traffic,” said Dr. Paul Sullivan, Profes-
sor of Economics at the US National Defense
University, explaining that the Red-Med would
require extra movements for cargo at two ports:
off-loading from the ships and on-loading to
the rail cars on one end, and the opposite at
the other. Some shippers may also avoid it be-
cause of bad relations with Israel. Besides, Is-
rael has security issues that shippers will need
to consider, added Sullivan. He pointed out that
the rail link would be under Israel’s law, whereas
the Suez Canal is under the protection of an
international treaty — the 1888 Constantinople
Convention, which states that the canal may be
freely used “in time of war as in time of peace
. without distinction of flag.” According to
University of Oxford expert Justin Dargin, the
rail link would face the risks of military conflict
“from either fallout from the Arab Spring or an
outbreak of violence between the Israelis and
Palestinians.” On the other hand, due to such
issues, lIsrael is very security conscious and
taking strong measures to protect its infrastruc-
ture. Therefore, Jason Kuehn, Vice President
at the consulting company Oliver Wyman, be-
lieves that Israel is likely to promote the rail link
as a safer route compared to the Suez Canal.

Russia is investing billions of dollars in the mod-
ermization and expansion of its Trans-Siberian
Railway network, which enables about three
times quicker transport between Asia and Eu-
rope compared to the Suez Canal. Russia said
in 2012 at a meeting of Asia-Pacific Economic
Cooperation forum (APEC) that about a tenth
of transit traffic between APEC and the EU
could be redirected across its territory as an
alternative to the Suez Canal, reports RBTH.
However, as of 2013, less than 1% of all Asian
freight went to Europe via Russia. To make the
Trans-Siberian Railway more attractive, its infra-

structure needs to be improved and Russia’s
slow customs procedures gquickened — and
Moscow is working in this direction. Last year it
opened new rail links between China and Ger-
many, China and Poland, as well as between
Russia and North Korea, reports Bloomberg.
Now Russia is courting North Korea to expand
the railway network across its territory to South
Korea. According to Kuehn, the Trans-Siberian
Railway, as well as the Trans-Asian Railway net-
work developed under the auspices of the Unit-
ed Nations, are likely to attract more expensive
goods and time-sensitive freight. For example,
bulk fabrics tend to move by vessel, whereas
finished fashion garments move by rail since it
is faster. According to Kuehn, the commodities
that have low value relative to their volume such
as crude oil or coal are transported by vessel
whenever possible.

Russia is also investing huge sums in the in-
frastructure of its Northern Sea Route, which
is becoming increasingly attractive for transit
due to the effects of climate change on its wa-
ters. 2007 was the first summer when both the
Northern Sea Route and Canada’s Northwest

Passage were simultaneously ice-free, informs
gCaptain. By now, the annual navigation sea-
son of the Northern Sea Route already reaches
four months according to Platts, and 72 ships
used the route last year. However, the use of
the Northern Sea Route is still relatively risky and
costly because it is uncertain when the route
becomes operational and free of ice each year,
and even during warm months, ships often
need ice-breaking escorts to pass some parts
of the route, writes the Wall Street Journal. “In
the long term, if the Arctic melts further and the
times of the year it is open to shipping increas-
es, its competition with the canal will increase,
but it would be more via the Canadian routes
than the Russian ones,” said Sullivan. Accord-
ing to Dargin, “The Northern Sea Route’s suc-
cess will be crucially focused first and foremost
upon oil and gas shipments from Arctic energy
deposits.” He added that, “The Northern Sea
Route could also be subject to disruption as
various countries that border the region jostle
for access to its potentially rich reserves of ol
and natural gas. ... Unless there is a negotiated
settlement to the various claims, it is likely that
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Arctic trade lanes would be vulnerable to out-
breaks of military action.”

Experts say that the Suez Canal will most like-
ly remain the cheapest way to transport goods
between Europe and Asia in the foreseeable
future and alternate routes will not threaten its
shipping volumes significantly. “I think that the
alternatives that are currently emerging are a
long way from representing a cost-effective
substitute for container shipments through the
Canal, which still handles roughly 8% of total
global trade,” said Robert Tashima, Regional
Editor at the business intelligence provider Ox-
ford Business Group. “While the Suez Canal will

definitely face competitive threats in the future
with the opening up of these new projects,
the Suez Canal will always be a vitally impor-
tant trading nexus,” assured Dargin. According
to Sullivan, the most likely replacement to the
Suez Canal for some cargo would in fact be
shipping completely around Africa. “The Cape
route would be a popular destination in times of
low bunker prices and high surplus capacity,”
noted Dargin.

Chances for Success

Dargin believes that since alternatives are
emerging and Suez's longtime competitor —
the Panama Canal — is in the midst of ex-
panding its infrastructure, it is exactly the right
moment to invest in the development of this wa-
terway so that it remains attractive. “Traffic [on
the Suez Canal] in 2013 declined slightly, by
about 3% in terms of ship transits, but without
regular improvements, that could drop further,”
cautioned Tashima.

“Allowing for greater supplementary industrial
activity in the [canal] area will bring a number of

benefits,” he said about the Suez Canal Corri-
dor project. “Not only will it permit producers to
participate in the processing of raw goods com-
ing from Asia, but it will allow them to work on
production of semi-finished goods as well in a
cost-effective and timely manner — as opposed
to sending them on to more expensive facilities
in Europe to be fully processed.” He added that
‘it will also provide domestic manufacturers in
Egypt with access to key export infrastructure
— something that has been of immense ben-
efit in other markets, such as Morocco, where
the Tanger-Med [port] complex helped to jump-
start a multi-billion network of automotive and

experts suggested, adding that the best thing
that could happen to the canal would be privati-
zation since as long as it is run by civil servants,
it “is always likely to be a politically driven oper-
ation” and run ineffectively.

Some experts have also suggested that the
project would increase the already high lever-
age of Egypt's army over the country’s econ-
omy. The Suez Canal is partly a military zone
and Vice Admiral Mohab Mamish who became
the chairman of SCA in August 2012, is a for-
mer member of the military council that tempo-
rarily governed Egypt after the ousting of Hosni
Mubarak. However, Sullivan thinks that, “The

Suez Canal in numbers

2013 tCohgrg)g]ez compared
Total Cargo (1,000 tons) 754,461 2.1%
Crude Oil 75,250 9.3%
Qil Products 78,238 3.8%
LNG 24,789 -20.8%
Container Cargo 406,049 2.0% :‘f
Ores and Metals 35,525 6.2% | ..
Cereals 34,104 23.6% | S
Other Goods 100,506 -3.8%
No of vessels 16,596 -3.6%
Tolls (million $) SN -0.4% = |

aerospace producers. Needless to say, this
would also create a host of positive externali-
ties, particularly in terms of job creation.” Dargin
thinks that, “Without a doubt, the [Suez Canal
Corridor] plans call for an integrated develop-
ment scheme to attract investment funds from
Arab, principally Gulf, and other international in-
vestors. This integrated investment scheme will
have many knock-on effects through the local
economy. Everything from construction, local
hotels, small stores and even financial servic-
es could benefit from the influx of investment
funds.”

Some are more cautious about the success of
the project. “If it were possible to envisage an
Egypt that was stable, democratic and thriving
economically, then the project would be able to
attract foreign inward investment. However that
is a big if," said experts of the Channoil Con-
sulting Limited, a company providing commer-
cial and technical expertise in mid- and down-
stream oil and gas industry. They expressed
doubts if the project will ever be realized. “Or if

it were, it would be a huge ‘white elephant’,” the

Source: Suez Canal Authority

Egyptian army’s leverage over the Egyptian con-
omy is exaggerated in the press and by many
academics and others who have a grudge
against the Egyptian military — and against mil-
itaries in general.” He added, “If the army can
help the Suez develop and Egypt develop then
so much the better. Few others seem to want
to invest in Egypt. What should Egypt do, wait
for the Chinese to take over the Canal zone?”
Dargin noted that Egypt's military will probably
play a large role in the Suez Canal Corridor pro-
ject and its position within national economy
would be made surer by the influx of investment
funds that this project is likely to attract. “Yet, at
the same time, even though it is often accused
of corruption, the military is probably the only
viable institution in Egypt that would be able to
ensure the stability and viability over all aspects
of the project,” he added.

Security Is the Key Concern

As of now and in the foreseeable future, the only
factor that could significantly threaten the traf-
fic volumes of the Suez Canal is security con-

cems, say experts. The increase of insurgency
in the Sinai that followed Morsi's ouster has el-
evated these concerns. According to security
sources, unidentified groups have threatened
the SCA that they would target the waterway. In
August 2013, rockets were fired at a container
ship passing the canal. On May 14th this year,
Egypt’s army announced that it had seized 15
tons of a material used for making explosives in
the al-Qantara town straddling the canal.

If militant or pirate attacks on the ships trans-
iing the canal increase considerably, then the
insurance coverage for vessels in transit is likely
to be withdrawn, which can affect the traffic vol-
umes of the Suez Canal dramatically, said the
experts of Channoil Consulting Limited. “If there
are any major attacks on shipping in the canal,
or near to the canal on either side of it, then this
could serious harm traffic and income into the
canal,” cautioned Sullivan. “Since the revenue
from the canal is vital for Egypt’s fiscal solvency;,
any impact on ships transiting through the canal
could have disastrous impacts for a country still
struggling with balance of payments issues,”
noted Dargin.

He thinks that Egypt's government needs to
take more steps to protect the ships passing
the canal. According to Sullivan, “The best
defense is inteligence on groups that may be
thinking along these ways. Some reside not far
from the canal. Others are in Gaza. Some may
be from very far away and are either nut-jobs or
groups or persons with grudges against either
Egypt, the Egyptian government, or even some
of the shippers and traders.”

‘It is likely that at least in the midterm, there will
be more attacks conducted in the area as mil-
itants carry out revenge attacks for arrests of
their compatriots,” said Dargin. Yet, he believes
that, “As the Egyptian government is serious
about stamping out any and all militancy in the
region, it is likely to assert its control over stra-
tegic zones to minimize any insurgent activity
against interational shipping.”

However, Dargin and other experts stress that it
is not just what happens in the immediate Suez
Canal region that counts. “The security along
the Red Sea, the Gulf of Aden, the coast of So-
malia, Kenya, etc is also vital for Suez traffic,”
said Sullivan. “The security threats linked to pi-
racy [in the horn of Africa] have increased insur-
ance fees and other security related costs for
cargo vessels that add upwards of $100,000
per shipment,” noted Dargin. Kuehn on the oth-
er hand said that the Suez Canal and its sur-
roundings have had quite a lot of security prob-
lems in the past, but “as soon as the situation
stabilizes again, you see the trade coming back
to the canal since it is by far the cheapest route
between Asia and Europe.”

Future Likely Bright for the Canal

Whereas alternative transport routes may attract
some cargo away from the Suez Canal, the
transport of other cargo, especially LNG, may
still increase, said Sullivan. He added that be-
sides the alternative routes and security issues,
the cargo volumes of the canal depend on the
economic situation of the countries that send
goods through it. Accordingly, Justin believes
that since the global economy is regaining its
health, the trade between Asia, Europe, and the
US will increase and transit through the Suez
Canal is likely to rise over the next few years.
“‘However, while the long-term viability of the
Suez Canal cannot be questioned, given that
alternative trade routes will open over the next
few years, we could see some of the market
share from global shipping taken away, even
while absolute number are elevated,” he added.
The Suez Canal Corridor project will hopefully
help guarantee that hundreds of billions of tons
of cargo will continue to be transported each
year via this waterway that is vital for Egypt's
economy.
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Environmental Review :

Fgypt's Oil Spill Preparedness

In June 2010, the largest oil spill in Egyptian history occurred, polluting approximately 160 km of North Red Sea coastline. Known as the Jebel al-Zayt oil spill, the
disaster mobilized a rapid clean-up campaign, informs University of Oxford energy expert Justin Dargin, which cleared approximately 90% of the resort-populated
beaches within five days. The swiftness of response was seen as a success, however, the environmental disaster highlights the elevated risks surrounding the transport
and exploration of oil in Egypt’s waters, which accordingly demands a higher level of preparedness and prevention. Egypt Oil & Gas Newspaper looks at the systems in

place to protect Egypt’s waters in the Red Sea, the Mediterranean, and the Nile.

The Egyptian coast extends more than 3,000 kms along the Med-
iterranean and Red Sea with an Exclusive Economic Zone (EEZ)
spanning 82 nautical miles in the Mediterranean Sea and 65 nautical
miles in the Red Sea. The burgeoning economic development Egypt
has experienced over the past few decades has seen the expansion
of marine oil exploration projects and the growth of coastal tourist
resorts such as Sharm el-Sheikh and Hurghada. This development,
along with the strained capacity of the Suez Canal ports perme-
ated by approximately 18,000 vessels annually — the majority of
which are il tankers or carrying other hazardous chemicals — is
leaving Egypt's waters at greater risk than ever before. According
to Dargin, “there is a significant disparity between the growth of ol
related infrastructure and the ability of the government to adequately
respond to chemical and oil spills that could occur in some of the
most ecologically sensitive areas.” The expert added that one of the
main challenges Egypt faces related to oil spill preparedness “is how
to protect the Red Sea and Mediterranean coasts that are home to
numerous animal and plant species that are not found elsewhere.”

Environmental Legislation and International Accords

Egypt's main legislation regulating marine shipping and oil explora-
tion is its environmental law; Law Number 4 was established in 1994
and includes some restrictions to reduce oil spills risks and other
pollutants from ships and oil exploration, prohibiting national and for-
eign vessels from discharging oil and other pollutants into the EEZ
of Egypt.

The stakeholders of Egypt's environmental law are the Egyptian En-
vironmental Affairs Agency (EEAA), the Egyptian Marine Safety Agen-
cy, the Suez Canal Authority (SCA), the Port Authorities in Egypt,
the General Egyptian Organization for the Protection of the Coast,
the Egyptian General Petroleum Corporation (EGPC), the General
Department of Surface Water Police, the Tourism Development Au-
thority, and other agencies designated by a Prime Ministerial Decree.
Qll spill preparedness, prevention, and response are a joint venture
of the stakeholders.

“We have a good relationship with all stakeholders under the um-
brella of EEAA, related to [Egypt's environmental law] and the oil spill
contingency plan. All stakeholders have responsibilities to prevent
and reduce oil spills,” said Captain Mahmoud Ismail, Operations
Manager for oil spill response centers (OSRCs) in Petrosafe — a
subsidiary of EGPC, its only 100% subsidiary specializing in health
safety and environment services (HSE) — citing cooperation with the
Egyptian Authority for Maritime Safety, who monitors shore reception
facilities and all shipping vessels entering Egyptian ports, as a posi-
tive example of effective communication and regulation.

However, according to a representative from the International Envi-
ronmental & Marine Services (EMS), “One of the challenge points
[for Egypt's il spill preparedness] is the cooperation between the
stakeholders of the National OSCP with the response companies,
as they should build an memorandum of understanding (MOU) with
responders available within Egypt and add all MOUs to the plan as
an annex.” A report by Hazem M. Bashat of the EEAA recognized
that “Challenges to take forward necessary action at all response
levels to ensure efficiency of application of the NOSCP are enor-
mous.”

Egypt has also signed most of the International Maritime Organiza-
tion (IMO) Conventions including MARPOL 73 and 78 (pollution pre-
vention), and OPRC 90 (pollution response), in addition to various
regional and sub-regional agreements.

Despite the fact that Egypt has signed several of these accords,
Dargin believes there are still major issues hampering sincere align-
ment with global best practices. “[Egypt] is hobbled by a heavy-hand-
ed bureaucracy, corruption and lack of financial resources,” he says,
while acknowledging that “Egypt does attempt to adhere to interna-
tional standards, and has come a long way in doing so, but there
are still severe shortcomings. Egypt compares favourably with other
African oil producing countries that are much more recent oil pro-
ducers and have more endemic management and economic prob-
lems. However, it is important to remember that even in the best
prepared countries, such as the US, a major spill is not a simple
affair to manage.”

Contingency Plans

Egypt initiated a national oil spill contingency plan (NOSCP) in 1989
— standard for oil-producing nations — to cover various oil spill
scenarios and how to identify, analyze, assess, and act on them.

Every oil company also has their own local contingency plan, which
is activated in the event of a low-scale oil spill known as a “Tier

One,” while medium-level olls spills — Tier Two — fall under a re-
gional OSCP. All Egyptian ports also have contingency plans. In the
event of a Tier Three oil spill, or an environmental crisis, the NOSCP
is used. Petrosafe responds in the event of a Tier Two and Three.
Should a Tier Three occur, it is the responsibility of the EEAA to co-
ordinate the response, and help could also come from neighbouring
countries. A Tier Three oil spill has yet to occur in Egypt.

“While Egypt does have a National Oil Spill Contingency Plan
(NOSCP) it is not anywhere able to effectively manage the sheer
scale of drilling activities and tanker transit. This is especially poignant
as these activities often take place near the environmentally sensitive
coastal areas. As a result, Egypt is quite unbalanced between its ex-
posure to spills and its preparedness. The NOSCP is not effectively
integrated and lacks a strong tier response system,” says Dargin.

“During the last ten years, Petrosafe faced more than 50 oil disasters
in Egypt. Our lesson was to upgrade our capabilites — we have
plans to upgrade pollution equipment. Preventative maintenance is
our duty and our daily routine,” said Ismail.

In the event of an ol spill, Petrosafe (which has an Emergency Oper-
ations Room ready 24/7) designates one of the centers to deal with
it. Surveyors are sent to the affected areas, and according to the
survey, Petrosafe initiates a clean-up plan that the EEAA then rati-
fies. Afterwards, there is an investigation to find out which company
caused the spill and this company has to pay the costs related to
the spill post-facto. Since the exact composition of oil depends on
the formation it has been derived from, it is not that difficult to prove
which company caused the spill — EGPC has a footprint for every
sample of ail. Oll spills originating from a ship results in the arrest of
the vessel, which is not permitted to leave Egypt before a promise to
pay expenses has been established.

However, the Egyptian government enraged environmental groups
when the government claimed they were unable to determine the
source of the Jebel al-Zayt ol spill, which is still unknown. The Minis-
try of Petroleum suggested that the leak could have originated from
a passing tanker in the Gulf of Suez, sabotaged rig equipment, or
rocks erupting from one of the islands, reported Bloomberg. The
accusations of a cover-up point to a lack of transparency in the in-
dustry, which some experts consider as Egypt's major shortcoming
related to ol spill preparedness. IEMS cautions that lack of transpar-
ency discourages private investment, which is “compounded by the
fact that the entire oil and gas preparedness regime is fragmented
and often led by the potential polluters,” adding that “This is a nation-
al issue and independent private sector impartial response compa-
nies should be consulted.”

That Egypt's coastal regions nervously share two of its largest indus-
tries — tourism and oil exploration — with one threatening disastrous
effects over the other, could explain the government's particular lack
of transparency on this issue, according to Dargin. “Egypt, because
it depends so much on tourism revenue, has a desire to cover-up
any spills that occur so that its tourism industry is not impacted. This
is a weakness and challenge that must be overcome,” he said.

Oil Spill Response Centers

The ail spill response centers (OSRCs) across Egypt, located along
the Red Sea and the Nile, were established to house and maintain
preventative and response equipment. In 1989, EGPC built the first
OSRCs, initially operated by the regional petroleum companies, and
are now all operated by Petrosafe.

EGPC owns six oil spill response centers in different regions of
Egypt, four marine centers and two along the Nile. The four main
bases are located in Hurghada, Ras Gharib, Suez, and Alexandria.

The latest center on the Nile opened just at the beginning of this
year. The seventh center is being established at el-Thor in Sinai.
EGPC is responsible for any oil spill that may occur, and instructs
oil companies to fight oil spills. EGPC conducts quarterly audits for
the centers.

There are approximately 150 employees to cover all of the centers,
each base staffed by a team of 16 persons per shift, compiled of
engineers, technicians, and logicians, 80% of which have over ten
years experience in oil spill preparedness, and are continuously re-
ceiving training, informed Eng. Emad Abdel Razek Hassan, Assistant
Chairman for Operations at Petrosafe. Dargin considers Egypt's “ex-
tremely educated engineering labor force” one of its main strengths

in oil spill preparedness.

The cabinet assigned the Ministry of Petroleum to establish the new
centers on the Nile in an attempt to meet the growing risk for leaks,
as the Nile is also used for transportation. The Chairman and Man-

By Lily Leach

aging Director of Petrosafe Magdy Fahmy Moustafa cited EGPC's
and Petrosafe’s efforts to protect the Nile as the most important is-
sue for oil spill preparedness for Egypt.

The high risk related to an increase in shipping vessels has moti-
vated a surge in equipment purchases within the last two years, in-
cluded under EGPC's budget. “EGPC has three budgets to upgrade
the centers. The first part of the budget has arrived and the second
phase is tendering,” informed Hassan.

In addition to OSRCs, there is emergency mutual aid for marine pol-
lution located in Hurghada to coordinate with other Arab countries
in the Red Sea to face marine casualties, and the Arab Academy
for Science and Technology and Maritime Transport under the Arab
Union in Alexandria.

Conclusion

Four times a year there are oil spill emergency exercises taking place,
attended by EGPC, I0Cs and Egypt's marine force. “Saudi Aramco
in 2011 staged a major exercise Ra Atum VIl to test the response to
a major incident in Egypt involving Saudi Aramaco. A considerable
amount of money was invested into the exercise with Saudi Arama-
co and most, if not all, Egyptian oil and gas companies attended the
event. Lessons leamed were developed and shared with both gov-
emment and industry, illustrating the strengths and weaknesses of
ail spill response in Egypt; however, there has been no action taken
on the lessons leamed to date,” informs IEMS.

The next exercise hosted by Petrosafe is to take place in Ras
Shokeir this June, which will simulate a certain volume and area of
contamination, and measure the response and reaction from every
company at the drill. Invited to the exercise is the EEAA, Petrosafe,
the Arab Academy, and neighbouring companies in the area such as
BP and Shell, with GUPCO acting as the main host, informs Hassan.

These ail spill simulations, Dargin believes, “along with the several
international accords on marine protection and oil spills that Egypt
has signed, have granted Egypt somewhat of a proactive stance
just in case a major spill does occur.” IEMS also acknowledges that
“The Egyptian ranking in regards to compliance with international
standards has improved; however, awareness, compliance, and in-
vestment must be reflective of the growing risks Egypt is facing due
to heightened exploration and aging ail fields together with the aging
pipeline/storage infrastructures.”
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Last month, Egypt Oil & Gas organized The Future of
Egypt's Brownfield Development Roundtable as a part
of a three-day convention that also featured an exhibi-
tion introducing the latest brownfield technologies and
a workshop to facilitate exchange of experiences and
discussion between the top players in the petroleum
industry, drawing from domestic and foreign experts
representing the private as well as the public sec-
tor. The roundtable gathered figures such as Former
Minister of Petroleum Eng. Abdallah Ghorab, CEO of
EGPC Eng. Tarek EI Malla, President of Romania Na-
tional Agency for Mineral Resources Gheorghe Dutu,
and CEO of Cheiron Petroleum Service, Dr. Hani El
Sharkawi, at the Intercontinental Hotel at City Stars in
Cairo. As a result of the roundtable discussions, an
agreement was reached between the government and
attending companies to form a committee for discuss-
ing how to advance brownfields development in Egypt.

Brownfields to help solve
energy shortages

Eng. Mohamad Fouad, President of Egypt Oil & Gas,
introduced the discussion by saying, “In our globalized
world, we don't lack innovation, we don't lack creation,
but at times we do lack communication. We are here
to bring you this communication.”

Fouad pointed out that this is the 7th roundtable event
of Egypt Ol & Gas aiming “to provide an environment
that brings government officials and industry executives
together in order to hold a constructive dialogue.” There
was general consensus between the participants of the
event that the industry needs more communication, co-
operation, exchange of experiences and information in
order to progress with the development of brownfields
in Egypt.

Ghorab initiated the conversation on a positive note, ac-
knowledging the potential of Egypt's reserves. “All the
statistics say that Egypt produces from 35 to maximum
40% of the original ail in place. ... Egypt produced 8 bil-
lion barrels of ail. If we are talking about 40% maximum,
this means we have 20 billion barrels of oil in place. ... If
you produce 1% more, this means 200 milion barrels. |
think the potential is there.” Molla, however, went on to
point out the challenges faced by the industry stating in
his opening remarks that the “easy oll era is over”. He in-
troduced a five-fold strategy for closing the gap between
energy supply and demand in Egypt, which includes
brownfields development. The five key points of the strat-
egy are as follows:

e Encouraging exploration in frontier areas and new
areas such as the Gulf of Agaba and the Red Sea

e Increasing production and reserves from mature res-
envoirs

e Producing from unconventional resources, notably
shale oil and shale gas
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e Producing energy from non-fossil fuel sources,
working towards electricity generation from geother-
mal wells

e Dealing with current challenges to increase produc-
tion such as the development leases approval pro-
cess, military approvals, gas prices, security issues,
concession agreement extension policies, and joint
venture policies in procurement and contracting.

Molla also acknowledged the need to improve payment of
overdues, “to ensure good operations and investments at
normal levels.” He went on to admit that new investment
terms may be needed in order to succeed with brown-
fields development in Egypt. “We realize that enhanced
oil recovery projects require significant investment and
probably different duration terms in typical concession
agreements,” Molla assured. “We are open to modify our
typical production sharing agreements to encourage suc-
cessiul enhanced oil recovery projects.”

The Challenge of
Defining Brownfields

Several participants pointed out the need to clearly define
the term “brownfield”. “We don't have a clear definition
for brownfield. We are talking about brownfields without a
definition,” stated Dr. Moharem Elgamal, Technical Advi-
sor to the President of Kuwait Energy Egypt. Dr. J. Samu-
el Armacanqui, Development Manager SUCO-RWE Dea
North Africa, posed a question whether marginal fields
were brownfields, as a “marginal field” refers to an ail
field that may not produce enough net income to make
it worth developing. Eng. Diaa Kassem, General Manag-
er Follow-up of Reservoir Behavior at EGPC, said in the
workshop that “Brownfield is almost a new expression
in the oll industry and it has been used alternatively with
the expression ‘old field" and ‘mature field.” According to
him,” brownfield in specific means the old field that has
more than one cycle of development and production de-
cline.”

Mr. Brian Twaddle, Country Manager at Transglobe Ener-
gy, said that the term “brownfield” has many definitions.
He brought several examples of what constitutes the
brownfields sector in Egypt:

e Mature fields (existing development leases) where
recovery factors can be increased significantly be-
yond the original field development plan

e Mature fields where the economics of intensive in-
vestment requires development lease extensions
and possible modification of commercial terms

e Under-capitalized assets operated by state institu-
tions (GPC fields, development leases handed to
EGPC after expiry etc.)

e Infrastructure; aging export systems, processing
systems and shipping systems. Not covered by ex-
isting production sharing agreement model.

. e

We are open to modify our typical
production sharing agreements to
encourage successful enhanced ol
recovery projects.

Eng. Tarek El Molla

CEO, EGPC

Petroleum represents 10% of
economics and 90% [of] poalitics. |
wish that this percentage would be
turned the other way round.

Mr. Gheorghe Dutu
President, Romania National
Agency for Mineral Resources

It would be good to get a clear
message [from the government] that
the I0Cs are welcomed to invest in
brownfields.

Mr. Thomas Mahen

Vice President, Apache

We are taking decisions very slowly,
and please let me say frankly, if

we are not going to speed up the
process, whether its EGPC of
EGAS or the ministry, we will lose a
lot of investment and we will lose a
lot of credibility.

Eng. Hesham Ismail
Vice President North Africa,
Halliburton

Probably bigger than the wording
that sets the contract somewhere
gathering dust in the shelf is what is
in people’s heads and how people
behave.

Mr. Brian Twaddie

Country Manager, Transglobe
Energy




Back in the 80's, we used to say if
the barrel becomes to 30 dollars,
this will allow more tertiary recovery
to happen. Now we are at 100
dollars, | think this is proper time to

... produce more.,

Former Minister of Petroleum

There are a lot companies working
in the Gulf of Suez to enhance oll
recovery.

Vice Chairman, EGPC

We cannot also review the fiscal
terms for each field without having a
detailed technical study in order to
calculate what we will spend versus
how much we will gain out of this
field.

Chairman, Agiba Petroleum

Will be very, very helpful, very
effective, if EGPC and the
authorities look at other countries,
what they are doing in terms of
attracting investors in the field.

Dr. Hany El Sharkawi
CEO, Cheiron Petroleum
Services

Future added reserves will come
from difficult oil, difficult oil to find
and difficult oil to produce.

Dr. M. K. Dabhous
President and CEO, IPR Group
of Companies

The Prevalence and
Potential of Brownfields

Speaking to the main issue that inspired the brownfield
convention, Eng. Kamel El Sawi, President of Kuwait En-
ergy, stated “There is an absence of new discoveries all
over the world since about more than ten years back. ...
This brings a very big importance for the development of
brownfields.” He added that “Since 2008 when the oll
price reached $147, most of the companies all over the
world started thinking in a different way, to develop the
mature brownfields.” Kassem added the statistics that
“‘approximately 60% of the world’s oil production is deliv-
ered mature fields in the state of decline. Oil production
from brownfields in Egypt is close to about 77%.”

Dr. Darius Shahsavari, Vice President Technical Services
at IPR Group of Companies, pointed out that “As Mark
Moody-Stuart, the former Chairman of Shell, himself an
exploration geologist, said, most of their reserves were
added by engineers who develop the fields, including
brownfields and so-called depleted fields” rather than by
exploration.

In his workshop presentation, Jim Gillett, Senior Advisor,
Business Development, at Gaffney, Cline & Associates,
pointed out that brownfields are worth to be exploited be-
cause many new discoveries exist in extreme conditions
such as deep water, sour formation, high pressure and
temperature, and shale.

Elgamal argued that brownfield terms can in fact be con-
sidered less risky than exploration terms because in case
of brownfields, it is already known that hydrocarbons are
there, the only issue is to get them off the ground eco-
nomically. According to Shahsavari, “‘One of the biggest
advantages of brownfields ... is the extensive database
and existence of infrastructure.” Fouad made a related
comment in the opening remarks, pointing out that “While
a new discovery may take from five to six years and on-
wards to develop into production, new projects on exist-
ing fields will yield value creation opportunities in short to
medium term.”

Technology Is There,
Economics a Hindrance

In his workshop presentation, Kassem offered some
examples of enhanced oil recovery projects in Egypt:
Gupco’s bright water pilot in Morgan Field and a low sal
study, Agiba’s pilot project on polymer flooding, Petrobel’'s
pilot project on bright water, Shell's study on low sal, Pet-
rodara’s study on polymer flooding, Khalda's CO2 and
miscible flooding study, Badr Eldeen’s study on CO2 and
miscible flooding, and GPC having started steam flooding
in Asran fields, which yielded an increase in oil production
rate from 200 to 7,000 b/d. Sawi informed that, “We have
a very good experience in Egypt as Kuwait Energy with
the development of one mature oll field in Gulf of Suez
with GPC” with the production being raised from 1,500 to
more than 7,000 barrels by now.

Egypt indeed has some brownfields development and
enhanced oll recovery initiatives, but as the participants
of the roundtable agreed, much more are needed. How-
ever, brownfields development entails a lot of challenges,

several of which were outlined by Gillett in his workshop
presentation:

e Poor quality or missing data
e  Stranded or bypassed hydrocarbons

e Remaining oil not addressed by the current devel-
opment

e Aging wells, facilites and infrastructure
e |egacy technologies

e Technical problems, such as with produced water
management

e  Economic barriers

e Historical environmental damage

e | ogistics, especially offshore

e Conflicting objectives between I0Cs and NOCs

e License terms not applicable to the field in today's
conditions

Several participants said that technologies to develop
prownfields are there and the main hindrance to their
development is economics. “In my view, t's not a tech-
nical issue in most cases, it's an economics issue,” stat-
ed Gillett. Mr. Thomas Maher, Vice President of Apache,
also recognized that the technologies exist, but there are
challenges on a fiscal basis conceming cost recovery.
“It would be good to get a clear message [from the gov-
ernment] that the I0Cs are welcomed to invest in brown-
fields,” he added.

[t was stressed that as Egypt is in competition with other
oil-producing countries, the need to act quickly is immi-
nent. Eng. Tawfik Diab, Managing Director at PICO In-
ternational Petroleum, pointed out that the lack of funds
being invested in Egypt is favoring projects elsewhere.
‘Once they are invested elsewhere, they are not invest-
ed this year alone, they are invested this year and the
years to come,” he cautioned, adding that by the time
an agreement on a model has been reached and there
will be a tender, “we will not get the focused, mature oil
players that will really add a lot of value. So | think the
key point here is that time is really of essence.” On the
same note, Eng. Hesham Ismall, Vice President North Af-
rica at Halliburton, said “if we are not going to speed up
the process, whether it's EGPC or EGAS or the ministry,
we will lose a lot of investment and we will lose a lot of
credibility. ... There are terms and conditions that need to
be amended, there are prices that need to be revisited,
and if we are not doing this now, we are losing the money;,
we are losing the cash that should be in the country now,
should have been in the country now.”

Molla confirmed Ismail's point, agreeing that the deci-
sion-making process needs to be accelerated. Mr. Je-
rome Jammal, Vice President at Baker Hughes, stressed
an obligation to future generations of Egypt to move faster
with brownfields development for the sake of economic
development. Ismail stated, “Discussions on developing
mature fields have been going on for quite some time and
| believe the main step to be taken now, and | mean now,
should be a serious will to start and EGPC to develop a
plan with the operators... We need to see EGPC putting
a model in place.”
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Many participants said that the current fiscal model is not
suitable for brownfields. “The current concession agree-
ment will never be able to survive in case of developing
a brownfield” said Mr. Ahmed Moaaz, Country Manager
of Sea Dragon.

“As we get into mature brownfields, we want to look at
new technologies. Investing in new technologies is a
different risk profile than was perhaps perceived in ini-
tial concession agreement, which is hard for EGPC to
manage,” noted Twaddle. “'m sure all the IOCs, investors
here have regular discussions about whether something
will or will not be recoverable as we start to look at new
ideas and that's managed in a very ad hoc way at the
moment,” he added. “I'd try to pin that down to something
a bit more structured that allows new technologies to be
more freely implemented.”

As fields tend to enter the brownfield phasr close to the
end of development leases, Twaddle highlighted prob-
lems with cost recovery during the last few years of a
concession agreement. Ghorab made a comment along
similar lines, saying that “Sometimes the current agree-
ments allow companies to go for unconventional work,
the problem may come if you have a cost recovery con-
straint or you have not enough years left for the agreement
to recover the contractor's money, then will negatively im-
pact the economics.” Sharkawi pointed out, “When these
concessions were introduced 20-30 years ago, they did
not imagine there would be a second recovery coming
and tertiary recovery coming, so they were always limited
in terms of 20 years, 25 years and so on, now we realize
that fields could produce for another 50 years if we use
the right technology.”

According to Twaddle, there is a problem with the current
production sharing agreement because the parties are
very focused on cost recovery. “There’s a breakdown in
trust between the regulator side that thinks the contractor
side doesn't care about cost, and the contractor side that
thinks the regulator doesn't understand why the cost is
required,” he noted. “We have to refocus that to look at
volume rather than cost, and make sure that we're mak-
ing decisions based on volume, based on economics.”
Fouad also pointed out the pervasiveness of mistrust
between operator and regulator. “In the past couple of
years, we've organized several of these roundtables and
one common issue that | have realized at these rounta-
Ples is that there is always a barrier between the I0C or
the investor and EGPC in the mindset,” he said, high-
lighting the conflict of interest in which “EGPC still looks
to the contractor as looking towards his personal interest
and EGPC is always trying to protect the government's
interest.”

Shawkat introduced the position commonly held by the
roundtable participants, that there is a need to attract the
‘small players” — especially service providers— when
it comes to easing terms. “The bid rounds for the ex-
ploration go for big acreages that [are] really lucrative to
IOCs while the brownfields are not that lucrative to the
international companies, whereas small players can really
have interest in [them], but the current regulations will not
allow them to participate in this campaign,” he explained.
Twaddle on his part pointed out that “the technologies
and technical expertise that sits within service companies

22 ‘ EGYPT OIL & GAS NEWSPAPER

[could] be better exploited and better utilized. That allows
operators and service companies to work as a different
sort of partnership than we currently do.”

“We are ready to adopt any possible, let us say, change
or amendment to our agreements in order to accommo-
date whatever we can reach,” responded Molla to calls
for a change in terms. Fatah, also representing EGPC,
solicited proposals, saying that EGPC would be wiling
to study them if they are deemed to achieve economic
value, “in order to ... achieve success ... for our partner
and for Egypt”.

“The concession agreement is prepared before the ex-
ploration start, so when you include a mechanism or
different fiscal regime to develop the brownfield later on,
this will complicate the agreement too much,” said Geol.
Mostafa El Bahr, Chairman of Agiba Petroleum, recogniz-
ing the difficulty involved in establishing the point when to
incorporate brownfield terms into agreements. ‘| think we
need to include this while we are signing the development
lease because in this case you will be in a better posi-
tion to identify more or less how much oil you have, how
much of this will be recovered and the recovery factor
and what do you need to spend to recover this oil,” he
suggested. Bahr also pointed out the need to set a clear
border between the greenfield and brownfield phase in
order not to mix their recovery schemes. “Let's say after
the production you still have some reserve that needs
additional investment. This could be the border, the addi-
tional reserve, which is not included in the booked value
of the ail in place,” he proposed, adding that there could
be a need to study each case separately, and define the
fiscal terms accordingly.

Elgamal had another idea for accommodating the current
regime to brownfields development. “By the end of the
terms, we can offer [the operator] he can invest so and
S0 under certain conditions and change the production
sharing agreement into a service agreement,” he ex-
plained, adding that “service agreement doesn't prevent
you from booking reserves.”

Shawkat on the other hand proposed to “have anoth-
er agreement which is talking about the leases that are
dropped from the international companies or dropped
from the national companies like GPC.” In this regard, he
pointed out the example of GPC area A developed in co-
operation with Kuwait Energy that tumed out to be a big
success.

‘Regarding the agreement, | think we have three cases,”
shared Eng. Mohamed Baydoon, Chairman of SUCO,
his ideas. “The agreement which about to be expired an
in this case we can actually ask investors before renewal
to prepare a study to chose unconventional methods to
increase the production and the recoverable oil and then
if they can show us an unconventional method before
we renew it [the agreement], then we can have a new
agreement about conditioning in the new, incremental
oil.” As for the current agreements, he suggested that the
investor could be given some flexibility to amend terms in
case it can show that it is possible to increase oil recov-
ery with advanced technologies. As for the third case,
new agreements, “we actually should include a statement
indicating that it can be revisited in case unconventional
work is required, which leads to increasing the oil and

There’s an obligation to our kids,
to the people of this land ... for us
to move at much faster velocity.
Technology is there.

Vice President, Baker Hughes

Let's be more specific, which terms
we are meaning and which terms
deserve to be re-phrased and re-
discussed?

Chairman, GUPCO

There’s a breakdown in trust
between the regulator side that
thinks the contractor side doesn't
care about cost and the contractor
side that think the regulator doesn’t
understand why the cost is
required.

Eng. Mohamed Baydoon
Chairman, SUCO

What | am looking for now, with
the support of EGPC and at the
same time with the support of
service companies to have a
mutual agreement to apply the
performance-based contracts.

General Manager, Enap Sipetrol

Approximately 60% of the world’s
oil production is delivered mature
fields in the state of decline. Oll
production from brownfields in
Egypt is close to about 77%.

General Manager Follow-up of
Reservoir Behavior, EGPC



Funds that are not invested today in
Egypt are invested elsewhere and
once they are invested elsewhere,
they are not invested this year
alone, they are invested this year
and the years to come.

Eng. Tawfik Diab

Managing Director, PICO
International Petroleum

If the government is willing to devise
a new vehicle, new mechanism
whereby brownfields have a
different service agreement than the
conventional service agreement we
have, | think that will give room for
further development in

prownfields,

Country Manager and Director,
Sea Dragon

What we are suggesting is that we
add to or the amend current country
regulations to attract small players,
especially service providers.

Eng. Mahmoud Shawkat
Business Development
Manager, Baker Hughes

There’s an absence of new
discoveries all over the world since
about more than ten years back. ...
This brings a very big importance for
the development of brownfields.

President of Kuwait Energy

It's always a difficult political issue
for any government, and EGPC

is no different I'm sure, to change
terms that have been in place for a
long time...

Senior Advisor, Business
Development; Gaffney, Cline &
Associates

gas production,” Baydoon elaborated, explaining that this
creates some flexibility, whereas currently agreements are
very rigid.

However, in Twaddle’s opinion, “probably bigger than the
wording that sets the contract somewhere gathering dust
in the shelf is what is in people’'s heads and how people
behave —regulator side, contractor side, because there is
... alot of flexibility actually available in contract now.” Ac-
cording to him, it is probably possible to develop brown-
fields within the current concession agreement, “but peo-
ple are a little bit wary or frightened to do it, are ivery linear
in their application of tendering and contracting process.”

The latter can derive from the fact that people working
in Egypt's public sector are afraid to take risks. Elgamal
admitted that when he was working for a national com-
pany in Egypt, he was afraid to make decisions, think-
ing he could be blamed of wasting money. “lmagine you
spend $100 million in one project and at the end it didn’t
work. Who is going to be accountable? I'm investor and
| know exactly what | am doing, I'm wiling to take the
risk, but here nobody will take the risk working for the
government,” he stated, adding that overall laws need to
be changed in Egypt to encourage some risk taking, as
the latter is an inevitable part of brownfields development.

Twaddle’s argument that the existing agreements actually
are flexible was supported by an example by Eng. Nabil
Salah Gaber, Engineering General Manager of GUPCO.
“4-5 years ago there was a concession renewal between
BP and EGPC and there was a debate in terms of value
or the number for the reserves,” he recalled. The parties
reached an agreement that BP would drill a certain num-
ber of wells in certain areas in order to confirm this value
and then booking for the reserves could be made. “So |
think the agreement itself is flexible,” concluded Gaber.

Fatah said that recently in a few occasions, such as the
successful Kuwait Energy case, EGPC has made a new
bid round at the end of development lease in case the
operator does not make an offer that is deemed reason-
able, whereas in the past the lease would have been
renewed so it remained to the same company. He men-
tioned EGPC is considering wider use of this practice and
also suggested that companies themselves could offer
terms and conditions instead of EGPC stating them. “Ac-
tually GPC used to make bid round related to this area
with brownfields, and this one model came according to
the competition between the companies that offer the
terms and conditions regarding the economics and pro-
duction,” he said, speaking about the Kuwait energy suc-
cess story. “So it should be through a normal bid round,
pbut this bid round, it is open without specific terms and
conditions, it is open for everyone.”

Drawing from past experience with the UK and several
East Asian and Latin American countries, Gillett said “It's
always a difficult political issue for any government, and
EGPC is no different I'm sure, to change terms that have
been in place for a long time. ... I've lost track how many
governments we worked with in the past who are wres-
tling with a similar issue.” Mr. Gheorghe Dutu, President of
Romania National Agency for Mineral Resources, noted
that, “Petroleum represents 10% of economics and 90%
[of] politics,” adding, ‘I wish that this percentage would
be turned the other way round.” It could be less difficult

v

to ease the terms of agreements in case people real-
ized more the importance of the petroleum industry for
Egypt. Along those lines, Eng. Shamel M. Fahim, Direc-
tor of Marketing Sales and Engineering at Baker Hughes,
stressed the need to advertise the value of oil industry to
Egypt and its importance as an employer.

“It will be very, very helpful, very effective if EGPC and
the authorities look at other countries, what they are do-
ing in terms of attracting investors in the field,” stressed
Sharkhawi. Several other participants said as well that
Egypt should look at the models that exist in other coun-
tries. Some of them could be applied in Egypt after mak-
ing certain changes according to the country’s unique
circumstances and needs. The most commonly cited
successful model was that of Mexico, whereas Malaysia,
Columbia, Indonesia, Argentina, Equador and Romania
were also mentioned.

Diab impressed upon the discussion that the world
has surpassed Egypt, that the global conversation has
moved beyond the service agreement to booking re-
serves. “Countries like Mexico,” he said emphatically,
“are changing 50-year-old constitutions to allow foreign
investors to book reserves today, and they are producing
2.5 million barrel of oll, this is the attention that this topic is
taking worldwide.” Hesham A. lbrahim, Marketing Director
of PICO Energy, spoke about Mexico as well, in reference
to an integrated drilling well tender that his company took
part in, which could be used as a good example. There
was no registration needed to participate in the tender,
Ibrahim said, which made it easier to participate. Besides,
profit margin and other terms and conditions were not ne-
gotiated in said tender, which made the process quicker
— simply, the one who offers the best price will be the
winner.

Armacanqui also highlighted the North Sea area, where
“‘companies allocate 5% of the total investment for appli-
cation of new technologies right from the beginning.”

Eng. Sayed Rezk, General Manager of ENAP Sipetral,
advocated for the application of performance-based con-
tracts for service companies, with the support of EGPC.
“‘In Sipetrol,” he said, “we have already applied perfor-
mance-based contract.” Fatah of EGPC agreed that ser-
vice companies are indeed very important, and just se-
lecting the lowest price may not be the best option. When
evaluating service contracts in the tender, after evaluation
by the partner and joint venture, he suggested that a
couple of companies with high technical quality could be
selected, and from them the company offering the lower
price would win the tender. However, a few participants
pointed out that it is not currently the case, and the sup-
port from EGPC is required to establish this practice.

“Service companies are not in alignment with the joint
venture companies,” stated Geol. Magdy Wedad, Man-
aging Director of PICO Energy. Joint venture companies
should take quality a bit more into account, while on the
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other hand service companies should be willing to take
more risks, he said, suggesting the heart of the issue are
legal challenges. “If the government is wiling to devise
as new vehicle, new mechanism whereby brownfields
have a different service agreement than the conventional
service agreement we have, | think that will give room for
further development in brownfields,” offered Moaaz.

Twaddle brought up the issue of establishing adequate
brownfield infrastructure, another pressing concemn for
the development of mature fields, as much of the existing
technology and equipment is very old. “The production
sharing agreements as they exist don't allow easily inves-
tors to upgrade infrastructure, to contribute to infrastruc-
ture,” he said, adding that the “economics of all brown-
field opportunities across different parts of the country
can carry the cost of operating infrastructure, but it's not
possible for any individual party.” Rezk suggested that the
structure of joint venture companies should be changed
in order to improve the availability of infrastructure.

“Data for all the concessions [could] be available at no
cost to everybody,” proposed Mr. Hisham Refaat, Busi-
ness Development Manager of Wagud, another measure
for encouraging brownfields development in Egypt, cit-
ing the benefits of more industry professionals looking at
concession data, which would increase the probability of
good ideas coming to light. “Selling the data is peanuts
in overall terms for EGPC, but it's a lot of money for small
players if it's available for free,” he argued.

‘| don't think that today we will be able to find a solution,
but we can agree about forming this committee,” initiated
Baydoon, soliciting ideas for who would take responsibil-
ity for the formation of the brownfield development com-
mittee. Many participants agreed. “We need to form a
committee as soon as possible,” Jammal said, adding
“because the last thing you want is to do ... is to have
same forum next year and we are talking about the same

P
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Molla supported the idea of forming the committee, cit-
ing success with similar committees that have been es-
tablished, one to cover gas prices and another for un-
conventional oil exploration. It was proposed by several
participants that the committee would include represent-
atives from the government — the Ministry of Petroleum,
EGPC, EGAS, GANOPE — as well as IOCs and service
providers.

‘I would like to ... see a committee that has a very strong
legal advisor representing the government and its laws
that can put all the ideas in here and phrase it,” said We-
dad. "And I don't think we can go too far without it.” Molla
on his part suggested that “The committee should include
different disciplines, from each speciality — economics
and legal, plus the technical members.” Fouad said that
it should be EGPC's responsibility to lead in forming the
committee and bring everyone to the discussion table.

Ismail congratulated the efforts of EGPC following last
year's roundtable on unconventionals, and the initiation
of projects inspired by the roundtable. “EGPC led by
Eng. Tarek and Dr. Anmed did an excellent job. A tre-
mendous effort has been done on starting this project
on unconventional, shale gas,” he said, adding, “If we
continue the same effort done on unconventionals, we
will get there in the mature fields.” Meanwhile Fatah en-
couraged the participants to keep in contact and pres-
ent their proposals and ideas to EGPC for consideration.
Armacanqui expressed confidence that looking down
the road, Egypt's petroleum sector could still see a lot of
success. ‘I spent ten years in South America, ten years
in the Middle East, and here | have been since the last
four years. | am still impressed by the things | see,” he
said. “So in a few years, if put right model [in place],
Egypt can become a hub in the Middle East.”

The role of service companies ...
has always been marginal while

| think they have a great role to
play introducing new technologies
that will help you deal with your
brownfields.

Managing Director, PICO
Energy

We need to advertise just what ol
industry does for Egypt ... that we
are a part of the fundamental fabric
of Egypt.

Eng. Shamel M. Fahim
Director of Marketing, Sales and
Engineering, Baker Hughes

Sometimes the infrastructure [for
brownfields] is there, but sometimes
it needs to be rebuilt or replaced
because it is quite old.

Eng. Mike Mason
Egypt Region Operations
Manager, Apache

| recommend this committee to ...
raise its progress in a monthly report
to the oil and gas chairman.

General Manager — Egypt,
Circle Oil

We need to change even the entire
law of the country, not only the law
of EGPC or the [Petroleum] Ministry.

Dr. Moharem Elgamal
Technical Advisor to KEE
President, Kuwait Energy Egypt

One of the biggest advantages
of brownfields ... is the extensive
database and existence of
infrastructure.

Vice President Technical
Services, IPR Group of

Companies
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From June 30" to the Ballot Box;

What's Next 1or Egypt?

Shortly after this article goes to press, Abdel
Fattah el-Sisi will most likely have already
won Egypt’s presidential elections in the first
round.

Tom Rollins is a freelance journalist based in Cairo.
He tweets at @TomWRollins

June 30th might seem like a long way off now — a lot has happened,
after all. And yet, events over the past 12 months — fraught political
polarization, violence, terrorism, repression and so-called “demo-
cratic transition, as well as the words and actions of June 30th’s
most recognizable force, Sisi himself — could give us some clues
as to where Egypt might be headed in the crucial months after the
election.

June 30th: One Year On

In the run-up to June 30th, the Tamarod (‘rebel”) campaign led a
call for early presidential elections (and ultimately the removal of
Mohamed Morsi and the Muslim Brotherhood); a call enthusiasti-
cally taken up by activists, trade unions, liberal political parties and
ordinary Egyptians around the country. \WWhen Mohamed Morsi re-
fused to stand down according to a 48-hour ultimatum issued by
the armed forces, Sisi appeared on television flanked by political and
religious figures (including Coptic Pope Tawadros II, Al-Azhar Grand
Sheikh Ahmed al-Tayyeb and prominent liberal Mohamed ElBaradei)
to announce the Islamist president's removal.

“The armed forces hail the honest and dedicated elements of the
forces, the police, and the judiciary for their great national role and
their continued sacrifices to maintain the safety and security of Egypt
and its great people,” Sisi said in the July 3rd speech. A waming —
that authorities would “stand firmly and decisively against any forms
of painlessness in fulfilment of our historic and national responsibil-
iies” — arguably presaged the next wave of violence: lethal street
clashes, the August 14th dispersals and a growing security crack-
down, starting with the Muslim Brotherhood.

The debate about whether Sisi presided over a revolutionary “ex-
pression of the people’s will" or a military takeover of a fledgling de-
mocracy continues. So too in the geo-poalitical landscape, which
has notably shifted against the Brotherhood and states or groups
supporting it (including Qatar and Hamas in the Gaza Strip). June
30th is, as yet, an unresolved phenomenon. For his supporters,
Sisi is everything from the “savior of Egypt” to a decisive, principled
leader who will pull the country out of years of unrest and economic
malaise. His detractors are more likely to call him a putschist or a
military strongman who violently deposed Egypt's first democratically
elected president.

Some analysts would argue the first year since June 30th could
presage what we can expect from a Sisi presidency in the future.
However, there are plenty of problems facing the incumbent that
should not be ignored.

Economic Challenges

There is widespread agreement that the economy (aside from Sisi's
other watchword, security) will likely become the most crucial area in
Egypt's post-election period. Impartial analysts and opposition voic-
es both agree that mismanagement of the economy, or a perceived
failure to solve the country’s many problems, could become a vital
fault-line for those looking to challenge Sisi's regime in the future.

So far, Sisi has offered little detail about his economic program.

“Egyptians were aspiring to a more stable life than the reality we are
living in,” the former field marshall told Reuters in his first interview with
English-language media in the run-up to the elections. He pointed to
changes to minimum/maximum wages, job creation and a possibly
measured redistribution (or removal) of subsidies as future policies.
Arab and foreign investment would also be a priority, a view backed
up by the key role Gulf investment and aid has already played in
Egypt's post-Morsi period — with an expected $3 billion in free fuel
coming from Saudi Arabia by August, according to Tarek el-Molla,
head of the Egyptian General Petroleum Corporation (EGPC).

“Egypt needs your help in this phase,” Sisi added later in the Reuters
interview, addressing the West and friendly states, “so that it gets out
of the circle of poverty it is suffering from.”

At other times Sisi has hinted Egypt may be about to witness a pe-
riod of biting austerity. In one of the leaked recordings released in
months past, Sisi talks — as if to the Egyptian people — about future
economic possibilities: “If | make you walk on foot, can you stand
it? If I make you wake up at 5am every day, can you stand it? Can
you stand it if | take away subsidies in one go?” Annual talks with the
International Monetary Fund (IMF) are set to begin not long after the
elections, according to Finance Ministry officials, which could also
dictate how well ordinary Egyptians fare in the immediate future.

That may depend on how willing Sisi is to engage in “structural re-
adjustment” policies for an expected $4.8 bilion loan. As a leader
with a strong sense of history (and his own place in it), Sisi will no
doubt be aware of the 1977 Bread Riots (under Anwar Sadat) and of
course the January 25th revolution (against Mubarak), both fractious
events that broke out in part as a result of IMF-inspired economic
policies, which have dictated Egypt's economic orthodoxy for dec-
ades.

The army will no doubt play a key role in this process. Hazem el-Be-
blawy's interim cabinet allotted some $1 billion to the army in direct
order contracts (i.e. ones without public tender) for construction and
development projects. Sisi reportedly told a group of young busi-
nessmen in mid-May: “If you want to build, ask the army.”

Freedom Under Threat?

Throughout the months of unrest following June 30th, the Egyptian
authorities have routinely defended the actions of the army, police
and judiciary within a narrative of protecting state sovereignty from
terrorism. Like Sisi said on July 3rd, their “continued sacrifices to
maintain the safety and security of Egypt and its great people.”

Not everyone sees it the same way. January 25th activist groups
including the Revolutionary Socialists, both wings of the much-ma-
ligned April 6 Movement and the Revolutionary Road coalition have
launched the anti-Sisi “Dedak” (Against You) campaign.

International human rights groups have routinely criticized the Egyp-
tian authorities since July (and indeed, before) for violations of citi-
zens' freedoms. Landmark cases include mass death sentences of
several hundred men reported to be Muslim Brotherhood members
or supporters, said to be some of the largest mass sentences in
modem history. The ongoing trial of the so-called “Marriot Cell,” a
group of foreign and Egyptian Al-dazeera journalists arrested in De-
cember, has also become a real international headache, with some
ministers admitting the case was a mistake.

Therefore a big challenge facing Sisi for the future will be this inter-
national perception of Egypt as a country in regression. Having not
addressed torture, police brutality or state-level repression in any of
his recent speeches and interviews — despite a wealth of eyewit-
ness and testimonial evidence that this are often routine practices in
Egyptian prisons — it would be reasonable to assume change may
not be forthcoming from Sisi himself.

Industrial Unrest: A Real Threat?

Some might welcome the apparent downturn in industrial unrest,
particularly in comparison to the wave of hundreds of strikes and
workers’ protest that followed January’s revolutionary anniversary.
However, there are some suggestions that this may be a tempo-
rary respite. Textile workers in Mahalla, who led a weeks-long strike
against a public holding company administration they see as cor-
rupt, inefficient and nepotistic, said they would wait until after the
presidential elections to resume making their demands.

While government officials, among them Prime Minister lorahim Me-
hleb, have repeatedly appealed to workers’ “patriotism” in holding
off on industrial action during the transitional period, nationalist-pa-
triarchal narratives arguably have less sway over people struggling
to make ends meet. Like with other sub-groups in Egyptian society,
the presidential elections may not be as simple as a glorious, dem-
ocratic and corrective victory over the Brotherhood that middle or

upper-class Egyptians like to present it as.

The response should be cautious. Repression and immovability in
negotiations could enflame the labour movement, something that
everyone who remembers April 6, 2008 will want to avoid.

Security

The word that has accompanied every twist and turn of Egypt’s tur-
bulent year in transition: security.

Alow-level Islamist insurgency that existed before the revolution, pri-
marily in areas of North Sinai, has grown and grown; spreading to
Shargiya, once-popular tourist sites like Taba and the other Red Sea
resorts, Gharbiya and into the heart of Cairo itself.

Numerous reports suggest young men sympathetic towards the
Muslim Brotherhood may also be tuming to violent methods to resist
what they call Sisi's military coup, which arguably explains some of
the more amateur, homegrown style attacks in recent months. “The
traditional leaders want peaceful action,” one Brotherhood youth
leader said in a recent Reuters interview. “What did that get us?”

Like anywhere in the Middle East these days, terrorism is a genuine
threat to Egypt. Jihadist groups like Ansar Bayt al-Maqgdis and Ajnad
Misr (which ABM referred to as its “brothers”) have displayed a real
capability to undermine Egypt's security apparatus, as evidenced
by the January 24th bombing of the security directorate building in
downtown Cairo.

Amid the cheering crowds of Egypt's presidential election, Sisi
looked assured. However the coming weeks and months will prove
critical. A recent Pew research poll found that 71% of Egyptians
were “dissatisfied” with the direction the country is taking (compared
to 24 percent who said they were satisfied), a dissatisfaction “back
to pre-revolution [2010] levels.” If Sisi wants to genuinely combat
that, and tackle the myriad problems in Egypt's economy, security
strategy and human rights landscape, the much-loved field marshall
has a hard job ahead of him.
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Technology ;

Fugro SAE Implements ROV and Subsea Engineering Gontrol

Deepworks Training Simulator Module for Egyptian Candidates

FCV3000 ROV operator console

Deepwater and ultra-deepwater op-
erations are now a core part of the
business for many installation con-
tractors. They rely heavily on Re-
motely Operated Vehicles (ROVs),
lifting equipment and running tools
for the deployment, maintenance
and repair of deepwater production
infrastructure.  Additionally, umbili-
cal, riser and flowline installations
at depths up to 9,000 feet present
huge technical and logistical chal-
lenges.

Strict offshore oil and gas industry
regulations govermn the increasingly
complex and costly designs neces-
sary to exploit new deepwater fields
and to extend the lives of existing

ones. Traditional full-scale Site Inte-
gration Testing (SIT) is becoming less
palatable due to high mobilization
costs, short project design cycles
and restricted weather windows.
Instead, the industry is learning that
investment in simulators to conduct
virtual SlTs provides significant and
tangible gains before implementa-
tion. This is possible because the
well-proven physics modeling ena-
bles complex solutions to be tested
in a virtual world first, thus substan-
tially reducing the need for testing in
the real world. This means deploy-
ment outcomes can be predicted
earlier and offshore implementation
requires less contingency, which

Two ROVs working in tandem on template installation

Simulation of an FCV3000 ROV performing a complex intervention procedur

leads to more cost effective use of
vessels.

The leading European producer of
ROV simulators is Fugro Subsea
Services Limited, whose Robot-
ic Technologies division produces
DeepWorks: an overall solution for
subsea simulation with a range of
products for ROV training, engineer-
ing, and live operations visualization.

The DeepWorks ROV pilot train-
ing simulator introduces true phys-
ics-based simulation to subsea
scenarios so that remotely operated
vehicles and other moveable subsea
assets respond to driven force de-
mands, environmental forces, and
impact forces and friction just like in
real life. Accurately modeled thrust-
ers, manipulators and winches, op-
erated through real control interfac-
es offers pilots the same interactive
experience as if they were actually
navigating the ROV, deploying a ma-
nipulator tool or installing a subsea
umbilical for real.

For engineering design validation,
access studies and clash checks,
DeepWorks Engineer provides a
powerful desktop simulation suite
that enables engineers to model
the true hydrodynamic responses of
submerged equipment to user-de-
fined force inputs or environmental
conditions. Using the user-friendly
drag and drop interface, engineers
can configure their own scenari-
os from a comprehensive library of
pre-defined components like ves-
sels, pipes, cables and ROVs and
customize their physical properties
to tallor these configurations to their

FCV3000 ROV performing tooling intervention from a flying lead on a subsea

specific project needs. External 3D
CAD drawings can be easily pre-
pared and imported into the custom-
er's own model library within Deep-
Works.

By adding a real-time module to
DeepWorks Engineer, live monitor-
ing of the topside and subsea op-
erations is possible. Real-time data
collected from subsea sensors and
from ship systems is used to gen-
erate a live visualization. Full distri-
pution to monitors around the ves-
sel enables all the people involved
(pilots, crane operators, surveyors,
superintendents and deck handling
teams) to see subsea operations as
they unfold. This makes operations
co-ordination much easier to man-
age and leads to more efficient and
safer work practices. DeepWorks
Engineer Live accepts inputs from
Fugro Starfix, and NMEA Stand-
ard inputs such as GPS, Gyro and
USBL data. Additionally, the software
can combine real sensor data such
as vessel position with predicted
data such as cable position in the
water-column. This kind of aug-
mented reality means it is no longer
necessary to rely solely on having
an eyeball ROV in the water in close
proximity during a lay-down or pull-in
operation.

“Sea trials are among the most ex-
pensive aspects of subsea field
solutions, and here simulation can
play an important part in keeping
costs down by reducing the amount
of live testing that is needed,” said Dr
Jason Tisdall, Robotic Technologies
Business Line Manager.

production system

Simulation of an FCV3000 ROV carrying out NDT inspection of jacket tubulars

“Our customers frequently come up
with new installation or intervention
requirements, sometimes at very
short notice,” continued Dr. Tisdall.
“Successful  product development
requires a stable but flexible plat-
form and the ability to adapt quickly
to changing needs. DeepWorks has
been developed on the latest C#
NET platform, and uses state-of-
the-art automated workflow tools to
enable new features to be incorpo-
rated quickly whilst ensuring quali-
ty through tight build and release
control. In a recent example a client
required a new input device to drive
the simulation of multiple lift linesand
umbilicals  simultaneously.  Fugro
were able to release a copy of the
software in four days, with the final
release code being delivered follow-
ing testing.”

DeepWorks has established itself as
a leader in the simulation field pri-
marily because it is easy to use and
because it is underpinned by trust-
ed physics. Engineers perform their
work efficiently finding quick and
trustable solutions using the intuitive
Windows-style drag and drop inter-
face to build scenarios and the drop-
down menus to change property
values. The absence of scripts and
programming enables high utilization
and widespread use with minimal
training.  Unigquely, among subsea
simulator providers, the intellectual
property in the DeepWorks phys-
ics-engine is owned in-house. Not
being reliant on third parties makes
DeepWorks quicker and easier to
adapt to satisfy specific customer
needs.

Simulation and
control technologies
now give operators
an unprecedented
insight and ability to
intervene directly in
the design, develop-
ment, deployment,
operation and main-
tenance of subsea
and seabed equip-
ment, minimising risk
and speeding up the
production process.
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WHEN EXPERTISE COUNTS...

beneath and provides advice, for purposes related to the oil and gas industry, the mining
industry and the construction industry.

Fugro operates around the world at sea’, of land and from the air, using professional,
highly-specialised staff and advanced te¢hnologies and systems.

Fugro SAE is the place to get access to tpe xpertise available in the entire Fugro group
of companies. | T '

MV FUGRO NAVIGATOR '

Fugro collects and interprets data relate t‘qthe eark surface and the soils and rocks
t

The Fugro Navigator is Egypt's first and onjly permanently equipped geo-science survey
vessel. Dedicated to the local market, it is capable of geophysical, environmental,
geotechnical and ROV surveys and represents a significant step forward from vessels of
opportunity by offering: improved safety performance; the ability to respond quicker to
requests for projects; hull mounted sensors providing more reliable and higher quality

%d turnaround time for reporting.

:

performance; reduced weather standby costs and reduc

..COUNT ON FUGRO

Fugro SAE
GRO
Telephone : +20 (0) 2 2758 0299 Fax: +20 (0) 2 2758 0599

Email : info@fugro-egypt.net

www.fugro.com
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Industry Statistics .

N

Egypt Statistics

Q EG YT quivalent G Condensate Liquefied Gas
J RESEARCH & ANALYSIS April-12 Apri-13 April-14 April-12 April-13 April-14 April-12 April-13 April-14 April-12 April-13 April-14
Med.
Sea 23226786 21262500 1297643 = 1268924 420964 343015
E.D. 2280680 « 25609309 2928 8453
W.D. 8079341 | 8463147 1630220 1392188 528195 689021
GOS 4692007 4161427 59792 65568 171590 211043
Delta 89432 72218 142110 137590 95075 87949
Gulf of Suez 10 8%
Western Desert 83 69%
Sinai 10 8% :g;:: 15696 13497
Eastern Desert 9 8%
o)
Delta - 2% Total 17294361 17265443 31643393 29806608 30645643 @ 2889944 1299727 1414136
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VROON

VROON provides a diverse range of services
and solutions for key offshore-support needs,
including platform  supply, emergency
response and rescue, anchore handling and
subsea support.

Our versatile fleet of more than 100 vessels follows a
rigorous maintenance programme, which together
with ongoing orders for new builds, ensures our contin-
ued commitment to providing services that are safe,
reliable and cost effective.

We have the fleet to meet your needs, the people to
deliver and the determination to succeed.

For more information visit www.vroonofshore.com * Meet

AVAV4 e Deliver

ABERDEEN + DEN HELDER * GENOVA + SINGAPORE e Succeed
Leaders in Safety WWW.VROONOFFSHORE.COM

“TOGETHER, YOUR PARTNERS IN EGYPT” —_—

Head Office
50 Omar Lotfy St., Camp Cesar
WE SERVE YOU WHEREVER YOU ARE Alexandria - 21321 Eqypt.
Pan Marine Group a one stop service provider for Oil & Tel.: +203 59 01 605 (10 Lines)
Gas sector in Egypt , our group consists of:- Fax: +203 59 01 542

Warehouse
Free Zone - Al-Ameryia - Alexandria - Egypt.
Cairo Branch
8 Al Adeeb Ali Adham St., Sheraton Bldgs. Heliopolis
Our customers are our great asset that we aim to Cairo - 11361 - Egypt.

» Pan Marine Petroleum Services FZ
* Pan Marine Shipping Services
« Pan Marine Logistics Services.

provide them with first class services in the most Tel.: +202 226 75 226 (5Lines)
economical & efficient way understanding their Fax: +202 226 75 227

needs, solving their problems and being a sup- Other Branches

portive consultant. We do our best to meet and Damietta, Port Said, Suez, Red Sea Ports.

exceed our clients expectations.

We are proud of past successes and will con- IS0 9001

1 H H 1S0 14001
tinue to strive into the future. e L

. . - BUREALU VERITAS
For more information visit: Certification

www.pan-marine.net
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ﬁ $‘5§7000',000 and 755 days of rig
- time saved in unconventional plays

On recent Marcellus shale

wells, the AutoTrak Curve system
outpaced the field's average
drilling time by six days.

Days
0 2 4 6 8 10 12 14 16 18 20

The AutoTrak™ Curve system 5 ol N

drills 3 million feet in 22 montbhs... g \\EQ\\\
and keeps on drilling. 9 LR N
Save time and money on unconventional wells by safely g 1::: \] \\\

and efficiently kicking off from vertical and drilling | N [tk Cuve el

12,000

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

© 2013 Baker Hughes Incorporated. All Rights Reserved. 35513 2/2013

deliver a smooth, high-quality wellbore. —
A
BAKER
Advancing Reservoir Performance HUGHES
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