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Israeli deal dilemma

Gas contractsreview...Weighingthe pros and cons

Dover: our investments
remain strong in Egypt
CORRECTION

Egypt Oil & Gas Newspaper received an official
statement from Dover Investments Limited com-
menting on the news published in April issue about
Dover’s withdrawal from Gebel El Zeit Concession.

Dover, the 100% contractor in the Gebel El Zeit
Concession and partner in Gebel El Zeit Petrole-
um Joint Venture Company (a.k.a. Petrozeit) con-
firmed that there is no plan to withdraw from the
Ras El Ush Concession nor it would cease to fund
the Petrozeit Joint Venture. ‘“This allegation is
completely untrue.”

Dover has not, nor has any intention of, issuing or-
ders to stop financing Petrozeit as alleged. Nor does
Dover intend to withdraw from Egypt. The political
unrest of January 25th and after had absolutely no
effect on Dover’s operations or plans.

In fact, Dover is an active partner in new explora-
tion in the Western desert where drilling of a six well
program is already taking place in the heart of the
prolific Abu Gharadig Basin.

Khalda Petroleum Company is developing a
new well in its Abu Gharadiq concession, which
is part of the company’s drilling plan of the fiscal
year of 2010-2011.

Khalda, the joint venture between the EGPC
and Apache Corporation, took control of this well
from the international BP. Based on the positive
results of the Abu Gharadig-83 well, which was
tested through an open hole of 128 / 264 inch and
cost a total investment of $2 million, Khalda will
start the development program for this well.

Oil Reservoir
P12 P18

Petrobel, the Egyptian Joint Venture owned
by the EGPC and Italian Eni, is preparing for
the placement of two development wells on
production line.

The first development well is drilled in Petro-
bel’s Abu Rudeis Concession area in Sinai, with
total investments of $4.1 million. The second
development well is drilled in the Gulf of Suez
with a total investment worth $12.6 million.

EGYPRPT

—/ 0OIL&SGAS

RESEARCH & AMALYSIS

No boundaries for your needs

Page 24

E&P operations intensified in
the Western Desert

The Western Desert has wit-
nessed intensified drilling activi-
ties led by various companies, such P 4
as Bapetco, GPC, Agiba, Naftogaz
and Qarun.

To export or not to export...

Currently, there is no voice louder in the
Ministry of Petroleum than amending the gas
contracts with other countries. The people’s
revolution came to make the voice of the peo-
ple heard and sometimes a strong
factor in changing political scenes.
Hence, will all Egyptian gas con- P10
tracts be reviewed?
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Reservoir Pathway Identification
in a Fractured Carbonate Heavy

Unsolved equation:
oil prices vs. economic
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In the shadow of events that took place since the 25th
of January, the public has been the voice of change and
demands. Personally, I believe that the public pressure is
the reason behind the drastic measurements that occurred
and still occurring in Egypt. The question is, how does it
re-assess the decision making process and whether these
changes and measurements are occurring just to please the
public demands or because they should be happening ac-
cording to the laws and regulations.

Nowadays, former officials from the Ministry of Pe-
troleum are being condemned and investigated with
regarding the deal of exporting Egyptian natural gas
to Israel. The names of those people were so shocking
to most of us in the sector. Some of these people were
known for their good reputation and achievements in
the sector. I am not questioning why were they jailed,
my concern is whether they were condemned in order
to calm down the public pressure or because they were

part of the corruption in the Petroleum sector. We are

EQY

facing a lot of speculations regarding this issue, be-
cause we are not sure who is next and why, are people
put in jail only to satisfy and ease the public anxiety or
because they are guilty and should be sued for the cor-
ruption they caused.

Also, another concern I have is the way authorities are
dealing with workers’ demonstrations, whether asking for
salary raise or to be transferred to full time employees. The
question that should be asked: do we have the budget to
obey their demands? Do we just give promises that are fi-
nancially hard to be implemented? What if we do not have
the finance to satisfy these demands, will the public con-
demn and attack the officials?

Unfortunately, I believe that the current decision making
is subject to public pressure and emotional factors rather
than being subject to the sound of logic and capabilities.
Maybe the coming days will prove the opposite, who

knows!
YomU\a @)assiouw
Editor-in-Chief
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Abu Qir Petroleum Company finalized the drilling of
a new exploratory well P1-5 in its acquisition area in the
Mediterranean Sea.

The well was drilled to a total depth of 11,520 feet in the
layer of Kafr El-Sheikh.the drilling operations were held
by the Ocean-Spur rig.

Abu Qir, the joint venture between the EGPC and Ital-
ian Edison, will conduct tests on the well to evaluate its
natural gas economic quantities.

The total investments of the new well reached
$19million.

Abu Qir has started its operations following the
signing of the January 15, 2009 agreement with the
EGPC, through which Edison acquired all of the
exploration, production and development rights to
the Abu Qir field hydrocarbon deposits in Egypt
through a production sharing agreement with
EGPC.

E&P operations intensified in the Western Desert

The Western Desert has witnessed intensified drilling
activities led by various companies, such as Bapetco,
GPC, Agiba, Naftogaz and Qarun.

In the context of its 2010-2011 drilling plan, Badr El
Din Petroleum Company (BAPETCO) started the drilling
of two development wells, which are gas producing wells.

Bapetco will invest $5.5 million in these drilling
operations.

BAPETCO is a 50-50 joint venture between Shell and
the EGPC (Egyptian General Petroleum Corporation).

Moreover, the General Petroleum Company (GPC)
drilled a development well in its acreage in the Western
Desert, with total investments worth $3 million. This is
part of the company’s development program for the fiscal
year of 2010-2011.

Agiba Petroleum Company successfully drilled a
development well in the company’s concession in the
Western Desert.

Agiba, the joint venture between the Egyptian General
Petroleum Corporation (EGPC) and Italian Eni, aims at
increasing its crude oil production rate through the com-
pany’s development plan for the fiscal year of 2010-2011.

The total drilling cost of the new development well
costs $1 million.

In addition to the drilling of development wells, Naf-
togaz of Ukraine drilled a new exploratory well EHG1-
1 in its concession area of Abu Sennan at a total depth
of 11,925 feet. The results showed 780 barrels of oil and
condensates per day and 13.6 million cubic feet of natural
gas in the Kreem formation. The well tests were complet-
ed by a small PetroServices rig.

The Western Desert witnessed also the drilling of two
new development wells by Qarun Petroleum Company,
which is seeking the increase of its crude oil production
rates during the fiscal year of 2010-2011. The drilling
costs of the two wells are $3.2 million.

Dana Petroleum: new drill-
ing in the Eastern Desert

Dana Petroleum started the drilling of a new explora-
tory well, Omar, in the area of the Eastern Desert. The
rilling operation is held with a Weatherford-147 rig on a
depth of 5605 meters in the Karim layer.

Dana received a primary production result of 985 bar-
rels of equivalent oil per day and 18.9 million cubic feet
of natural gas.

The total investment of the well counts for $3.4million.

Petrodara starts develop-
ment program

Petrodara Petroleum Company started the exe-
cution of its new development operations in last
March 2011, by drilling two development wells
in its concession area of the Eastern Desert.

The total drilling cost counts for $1.3million,
according to sources.

Suez Oil Company (SUCO) is working hard to place
new development wells, located in its Gulf of Suez
fields, on the production line during the present fiscal
year of 2010-2011.

Egypt Oil and Gas newspaper learned that the com-

pany drilled a new development well in the same ac-
quisition area with a cost of $12million.

The current target of SUCO, the joint venture be-
tween the EGPC and RWE Dea, is to maintain the pro-
duction rate of crude oil at 20,000 barrels per day.

DAPETCO rising in South Dabaa

The South Dabaa Petroleum Company (DAPETCO)
drilled a new development well in the South Dabaa
concession, according to sources.

DAPETCO drilled the new well in last January
2011, as part of its plan to raise its production rate of
crude oil during the current fiscal year of 2010-2011.

The total investments of the drilling operation
reached $4.4million.

It is worth mentioning that the South Dabaa is a
joint venture between the EGPC and the Tunisian
Company Hadi Bouchamaoui, a private company
specialized in exploration. Bouchamaoui operates
in South of Dabaa acreage, after it discovered six
oilfields in the same location; four of them were
placed on the production line since last February,
with an output of 13,000bpd.

Circle Oil said the Geyad-3C appraisal well, located to the
south-east of the Geyad-1X ST well in the Geyad develop-
ment lease, has been planned to be drilled to a total depth
(TD) of 5.911ft measured depth (MD) in the Upper Rudeis.

The company said that the core objective for this well is to
appraise and bring into production the oil bearing Shagar and
Rahmi sandstones of the Kareem formation.

In the Geyad-1X ST well, both zones were tested in May
2009 at a combined sustained rate of

2,809bopd and 3.04mmscf/d of gas from the Rahmi sand-
stones on a 64/64” choke and the well was put on production.

and the well was put on production.

Gharib and Belayim formations.

Dana Gas, a United Arab Emir-
ates energy company, finalized
drilling a development well in the
Delta fields.

The company is seeking to in-
crease its production rate of crude
oil through implementing the new
development plan.

Dana Gas plans to boost its pro-
duction in Egypt by more than 20
percent in 2011 and is looking at a
similar increase in 2012, the com-
pany’s Chief Executive said in a
statement.

“In Egypt, we plan to increase
production by more than 20 percent
during 2011, followed by a similar
planned increase in 2012, when our
third gas processing plant comes on
stream,” CEO Ahmad Al Arbeed
said.

The total investments of this new
well count for $2.3million.

BMI: Egypt could increase gas export hy 27%

Egypt has a great potential for ex-
porting gas and could increase its
production up to 27.66 percent over
the next 10 years, said a report by the
Business Monitor International (BMI).

The report said Egypt’s gas ex-
port is expected to increase to up

to 95 billion cubic meters by 2010,
compared to about 66 billion cubic
meters in 2010. The export would
provide a flow of foreign currency
and east the import bill, said the
report, and titled “The Outlook for
the Egyptian Economy until 2020.”

In Geyad-2 ST, the Shagar sands were tested at a sustained
rate of 3,850bopd and 4.62mmscf/d of gas on a 48/64” choke

The Egyptian Natural Gas Hold-
ing Co. (EGAS) signed an agree-
ment allowing it to increase the
price of natural gas sold to Union
Fenosa SA, to reflect soaring global
crude prices, according to an offi-
cial for the Egyptian company.

The two companies also agreed to
eliminate the upper limit on prices,
said Enas El Sheikh, General Man-
ager at the Egyptian company’s in-
formation department.

Union Fenosa, a unit of Barcelona-
based Gas Natural SDG SA that holds
a 50 percent share of a gas-liquefaction
plant in Egypt, didn’t reply to an e-mail
seeking comment.

The Egyptian state-run company,
known as EGAS, is also negotiating to
increase the price of natural gas it sells
to Jordan, El Sheikh said.

Egypt has 77 trillion cubic feet (2.18

Secondary objectives of the Geyad 3-C well are to penetrate
and evaluate the hydrocarbon potential of the overlying South

Following the drilling of Geyad-3C, a program of water in-

the Al Amir SE and Geyad fields.

jection wells will be drilled to support oil production in both

The NW Gemsa concession, containing the Al Amir and
Geyad development leases, covering an area of over 260sq

trillion cubic meters) of gas reserves
and is the main producer of the fuel
in the eastern Mediterranean, accord-
ing to the U.S. Energy Department.
The country exported 650 billion cubic
feet in 2009, 30 percent of which went
by the Arab gas pipeline to Jordan,
Syria and Lebanon, or via the El Arish-
Ashkelon line to Israel, according to
the department.

km, lies about 300km southeast of Cairo in a partially unex-
plored area of the Gulf of Suez Basin.
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Ghorah: We cannot Stop
gas supply to Israel

To complaints that Egypt is los-
ing $ 13 million a day on natural
gas exports to Israel, Petroleum
Minister Eng. Abdallah Ghorab
responded, “There is no global
gas price”.

Ghorab highlighted in an inter-
view with Shorouk Newspaper
that Egypt exports gas to Israel
at a higher price than the export
price of US gas.

“I cannot understand on what
basis they estimate the loss, if
there is a loss at all - there is no
global gas price.”

The Minister said that most peo-
ple would not believe that Egypt
was exporting gas at a higher
price than the price at which the
US exports. He said, Egyptian gas
sells for over $3 per million btu -
nearly double the price at which
the US sells gas, which is close to
$1.5.The price is still lower than
prices in Europe.

Ghorab added, “The very fact
that we take a responsible posi-
tion does not mean that we are
betraying the country. People do
not even want to believe that we

are not exporting gas to Israel at
a price of $1.3 per million btu”.

“Who said I was happy with
the current gas export price? No,
I’m not happy with current pric-
es. I will never be satisfied; I will
always want a better price. I, like
other people, would like to sell
the gas at $14 or even more, “ the
minister said.

The minister said that Egypt
was not negotiating to change
gas prices with Israel only, but
with all the other countries to
which it exported.

Asked about respecting the
court ruling to stop the export of
gas to Israel, he replied that had
not yet received any ruling to
enforce this decision. “As Petro-
leum Minister, I do not have the
authority to stop the export of gas
to Israel.”

The Minister added, “Even if 1
wanted to, I could not accept such
a decision. We are committed to
supply gas to Israel under inter-
national agreements. If we break
the agreements - they could sue
us in the international court.”

The North African Drilling
Conference 2011

IQPC held the North African Drill-
ing Conference 2011 in Cairo, last
month. The conference discussed
industry best practices, innovative
technologies and strategies to en-
hance drilling process efficiency and
cost-effectiveness. It also discussed
the significance to be equipped with
advanced drilling technologies, in-
formation and industry know-how in
order to enhance efficiency and re-
duce operational costs and stay at the
top of your industry.

This niche conference brought to-
gether drilling, completion and work-
over experts that discussed the latest
challenges and developments related
to drilling efficiency, provided indus-
try best practices, innovative drilling
technologies and strategies.

Day 1 started with the Chair’s wel-
come by Ashraf Zeid, Integrated Pro-
ject Management Operation Manager
at Schlumberger. It was followed by
Mr. John Hanton, Director, Opera-
tions at Caledus, A Tercel Company,
and it was about The Total Depth So-
Iutions™ Toolkit Providing.

The sessions included the outlin-
ing Solid Expendables Application,
by Osama Abdalla, Sales Manager
North Africa & Mediterranean at
Enventure Global Technology, in
addition to outlining New Drilling
Technologies For Egypt by Richard
Hawkins, Global PowerDrive Archer
Product Champion at Schlumberger.

Identifying The Key Environmental
And Operational Advantages Of Mod-

ern Cuttings Treatment Technologies
co-presented by Yasser Saleh, Egypt
General Manager at TWMA and
James Shannon, MCIWM (Chartered
Waste Manager), Environmental Team
Leader at the same company.

The Rig Commissioning And Accept-
ance Prior To Spud by Ricky Joe Bohan-
non, Drilling Manager at Dana Gas gave
the opportunity for the attendees to min-
gle and a networking opportunity.

The Interactive Roundtable Session
included two tables. Table 1 was about
ensuring the safety of drilling opera-
tions and led by Ricky Joe Bohannon
the Drilling Manager at Dana Gas.

The second day tackled Solution
Synopsis:  StageFRACTM  Multi-
Stage Fracturing Systems by Vasco
Felix, Technical Sales Manager at
Packers Plus Energy Services.

Moreover, a case study about
Progressive Capacity Pumping
(PCP) Challenges In The Issran
Oil Field was presented by Wael
Hassan, Senior Petroleum Engi-
neer at Scimitar, Egypt.

Understanding The Value Of Under
Balanced Drilling (UBD) Technology
For Drilling And Evaluating Basement
Formations was presented by Paco
Vieira MENA CPD & TS Engineering
Manager at Weatherford International.

The IQPC conference provided
an in-depth look for drilling tech-
nologies in North Africa, which
granted the attendees an exposure
to a variety of cases studies and
panel discussions.
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Government raises its stake in controversial
Egyptian Refining comnanvnlv to Israel

The Egyptian General Petroleum Corporation
(EGPC) raised its stake in Egyptian Refining
Company (ERC) to 24.2%, up from 15%, leav-
ing the Arab Refining Company’s stake at 75.8%.

This would raise the public sector stake to
49.5% of an oil refinery to be built in Mostorod,
north of Cairo, where there is already a refin-
ery project owned by EGPC’s Cairo Oil Refin-
ery Company, which will lease land and provide
ERC with fuel oil as feedstock.

Public sector institutions already collectively
hold a 25.3% stake in the Arab Refining Com-
pany, which is shared by the Egyptian General
Petroleum Corporation, National Investment
Bank, Banque Misr, the Social Pension Fund and
Egypt Post.

The increase was decided on December 2010,
but was not announced at the time.

“There is a possibility that the public stake will,
again, increase slightly. The National Investment
Bank is asking to be represented on board by an
army official,” reveals Abdel Fattah Abou Zeid,
Chairman of ERC. “However, the final structure
of capital participation is not settled yet.”

The project will cost some $3.7 billion, of
which the capital accounts for a little over
$1billion.

The major stakeholder in ERC, the Arab Re-
finery Company, is gathering Arab and Egyptian
funds along with the International Finance Cor-
poration (a World Bank affiliate) and the German
and Dutch governments.

Among the Arab investors are Al Rajhi Saudi
Group, the sons of the United Arab Emirates’
President and Citadel Capital.

The rest of the cost, i.e. $2.6 billion, will be cov-

“You couldn’t write a better script for a revolution”
Apache President and Chief Corporate Officer Roger Plank describing

ered through international loans. These loans are
secured by international institutions, including the
International Finance Corporation (a member of
the World Bank Group), the African Development
Bank and the Development Bank of Japan.

Zeid added that these institutions imposed very
strict environmental requirements. “Even more
than the local environmental watchdog. So, we
had to make sure that overall, we actually im-
prove environmental conditions in the area,” ar-
gued Seif Eddin Fateen, Environmental Advisor
to ERC. Moreover, ERC had to comply with 19
conditions imposed by the local watchdog, ac-
cording to Fateen.

The ERC faces criticism from environmental-
ists and workers that would have to be relocated
for the refinery to be built. The refinery is planned
to be built in a densely populated industrial area
already suffering from high levels of pollution
and there have been protests against them from
local residents.

Egyptian revolution and its affect on petroleum sector

“I cannot understand on what basis they estimate the loss, if there is a
loss at all - there is no global gas price... Who said I was happy with the
current gas export price? No, I’m not happy with current prices. I’ll
never be satisfied; I will always want a better price. I, like other people,

would like to sell the gas at $14 or even more”
Petroleum Minister Abdallah Ghorab, commented on claims that Egypt was
losing $13 million a day due to lower-priced gas exports to Israel

“First-quarter results compounded the normal sequential drop in prod-
uct, software and multi-client sales with exceptional weather conditions
in the US and Australia and multiple activity disruptions from political
unrest”
Schlumberger Chairman and CEO Andrew Gould commented on the com-
pany’s first-quarter 2011 revenue of $8.72 billion versus $9.07 billion in the

fourth quarter of 2010 and $5.60 billion in the first quarter of 2010
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Statoil, BP and Sonatrach consor-
tium signs $1.5 hillion EPC con-

Statoil, BP and Sonatrach signed a $1.15
billion engineering, procurement and con-
struction (EPC) contract with Petrofac Inter-
national (UAE) in Algiers for the execution
of the In Salah Southern Fields development
project.

The EPC contract is part of the phase two
development of the In Salah license. The pro-
ject marks an important step towards matur-
ing barrels for profitable production.

The three gas fields — Krechba, Teg and
Reg — located in the northern part of the li-
cense, were initially developed in phase one,
with the objective of delivering a production
profile of nine billion cubic meters of gas an-
nually.

This phase started in late 2001, and first
commercial gas was delivered in July 2004.
Based on the expected decline of gas pro-
duction from these three fields, phase two
of the development has now implemented to
maintain the production plateau and sustain
long-term gas sales commitments. It con-
sists of four gas fields — Garet El Bifna, Gour
Mahmoud, In Salah and Hassi Moumene — in
the southern part of the license.

According to the terms of contract, Petro-
fac will build a number of facilities — includ-
ing well pads, manifolds, flow lines, and a
new central processing facility (CPF) with a
gas processing capacity of 17 million cubic
meters per day.

The CPF will be constructed north of In
Salah town and tied back to the existing pro-
ducing facilities located in Reg for further
transport of the gas to Krechba CPF for car-
bon dioxide removal and gas export.

In his speech, Victor Sneberg, Statoil’s
country president in Algeria, stated his ex-
pectation to Petrofac to deliver on time, cost
and schedule.

First gas from the Southern Fields develop-
ment project is expected for the first half of
2014.

The In Salah Gas Limited, a joint market-
ing company between Sonatrach, BP and Sta-
toil, will be responsible for the marketing of
gas produced from the In Salah.

It is worth mentioning that the investments
shares of the three partners in the In Salah li-
cense are 35% for Sonatrach, 33.15% for BP
and the remaining31.85% for Statoil.
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Tethys completes
promising Oman
Block 4 well

Tethys Oil, the Swedish Energy Company an-
nounced that its 2011 drilling program onshore the
Sultane of Oman has continued with the successful
completion of the horizontal sidetracking in the Sai-
wan East -2 well on Block 4.

The well has been completed as a producer and is
being connected to testing equipment for a planned
long-term production test. The rig has moved to the
Saiwan East-1 area to drill the Saiwan East-7 explo-
ration well (SE-7) to test the Khufai section in the
southern part of the Saiwan East structure.

SE-2 was drilled as a vertical well in spring of
2009 and discovered the oil bearing Khufai lime-
stone section, which on test flowed naturally 280 bpd
of 33 degree API oil for 14 hours. A second Khufai
well, SE-3, was drilled horizontally in summer 2010,
which was tested over four days with a maximum
flow rate during a 30 minute period of more than
10,000 bpd from a 467 meters horizontal section.

SE-2 was re-entered in February 2011 in order
to complete a second horizontal well in the Khufai
structure. The well encountered oil as expected and
the 676 meters horizontal section will now be hooked
up to testing equipment for a long term production
test to further evaluate the Khufai reservoir. The well
is planned to be tested for at least a 30 days period.
In addition to confirming oil in the Khufai reservoir,
open hole logs also confirmed the presence of heavy
oil in the Miqrat, Amin and Buah formations.

The rig has been moved to drill the SE-7 well, an ex-
ploration well designed to test for the presence of oil in
the Khufai section in the southern part of the Saiwan
East structure.

The drill site is located 280 meters southwest of
SE-1, drilled by Encana in 2004, and 11.6 kilometres
to the southwest of the SE-2 Khufai discovery well.

Tethys has a 30% interest in Blocks 3 and 4. The
other partners are Mitsui E&P Middle East B.V with
20% and the operator CC Energy Development S.A.L.
(Oman branch) holding the remaining 50%.

Tethys’ core area is the Sultanate of Oman, where
the company is the second largest onshore oil and
gas concession holder with license interests in three
onshore blocks.

Gazprom, ENi to
conclude Libyan El-
ephant Stake acqui-
sition

Gazprom plans to acquire a 33% stake in
ENTI’s Elephant field in Libya has been de-
layed, and will be finalized when the situ-
ation stabilizes in the North African coun-
try, announced Gazprom in a press release.

The announcement came following a
meeting in Moscow between Gazprom
Chief Executive Alexei Miller and ENI
CEO Paolo Scaroni.

The two also discussed France’s Electric-

ite de France and Germany’s Wintershall
joining the South Stream project.

Aminex ex-
tends Nyuni
Projectin
Tanzania

~_KENYA

TAMNZANIA

MOZAMBIQUE

Aminex PLC received a formal
six months extension to the Nyuni
East Songo-Songo Productions
Sharing Agreement (Nyuni PSA)
from the Tanzanian Ministry of
Energy and Minerals.

This extension is to cover the
likely eventuality that the Nyuni-2
well, due to be spudded in the next
few weeks, will not be completed
within the life of the existing Nyu-
ni PSA which expires this year.

“We are very grateful for the
co-operation we have received
from the Tanzanian authorities in
facilitating completion of our cur-
rent drilling program and we are
looking forward to continuing
activity in this interesting part of
the East African coastal margin,”
commented Brian Hall, Aminex
Chairman.

The Minister of Energy and
Minerals signed a 25-year Devel-
opment License for the Kiliwani
North Gas Field. This license
area has been carved out from
the Nyuni PSA. terms for a new
and expanded PSA to replace the
expiring Nyuni PSA have been
negotiated and agreed and are ex-
pected to be formally concluded
in due course.

The investment shares of the
Nyuni PSA are divided as fol-
lows: Ndovu Resources Ltd. 65%
(operator), RAK Gas Commission
25%, Bounty Oil 5% and Key Pe-
troleum 5%.
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Circle Oil announced that the KSR-11 explora-
tion well has been drilled, logged and successfully
tested in the Sebou Permit, Rharb Basin, Morocco.
The Company confirmed a gas discovery in the
Main Intra Hoot target and secondary targets avail-
able for future testing in the Mid and Base Gueb-
bas sands.

The well tested gas at a sustained rate of 4.0
mmscf/d on a 16/64” choke from the Intra Hoot.
The perforated Intra Hoot zone of 17.9 meters at
1,761.2-1,779.1 meters MD has a calculated net gas
pay of 11.6 meters.

“I am very pleased to be able to report that we
have yet again continued our drilling success in
Morocco’s Rharb Basin. The KSR-11 well has been
completed and, when required, will be available for
future production. We tested this well at a small-
restricted choke size and it still achieved a good
flow rate with very quick pressure build up. The
second drilling campaign has been very successful
and we have increased our ability to both supply
gas and incrementally increase our resources in line
with the business plan for the area. Everyone has
worked hard to achieve this result and it is definite-
ly appropriate to thank staff and our service compa-
nies for their efforts and also to thank ONHYM for
their continuing support to our endeavours,” com-
mented Circle Oil CEO Chris Green.

The Base Guebbas zone of 37.7 meters at 1,636.0-
1,673.7 meters MD has a calculated net gas pay of
5.5 meters. The Mid Guebbas zone of 22.8 meters
at 1,464.1-1,486.9 meters MD has a calculated net
gas pay of 4.1 meters.

The Guebbas Zones will be tested at a later date
following production and depletion of the Intra
Hoot producing zone. The well is being completed
as a potential producer.

A full technical evaluation of all the results of the
well is underway. This will allow for future plan-

ning as a precursor to further assessment of the re-
source, including conducting an extended well test
to give a more complete estimation of the reserves.

The drilling rig is now being demobilized to end
the 2010-2011 drilling campaign. Work is under-
way for consolidation of the results of this cam-
paign together with planning for the next drilling
campaign. The preparations for Circle’s third Mo-
roccan drilling campaign include the acquisition of
anew 3D seismic survey over areas of Circle’s per-
mits not previously covered by 3D seismic.

In parallel, recent engineering testing of under-
ground crossings of public transport infrastructure
have been successfully completed as part of the
construction preparation for the new 8-inch pipe-
line. Work on the pipeline is progressing in line
with management’s expectations.

The Sebou permit lies to the north-east of Rabat
in the Rharb Basin in Morocco. The Rharb Basin
is a foredeep basin located in the external zone of
the Rif Folded belt. The concession agreement, in
which Circle has a 75% share and ONHYM, the
Moroccan State oil company, has a 25% share, in-
cludes the right of conversion to a production li-
cence of 25 years, plus extensions in the event of
commercial discoveries.
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In early 2011, the BGP Challenger successfully
performed a 2D seismic survey in eastern offshore
of Oman for Circle Oil.

The work area is located in Block 52, and close
to the water areas of Somalia and Yemen, the pi-
racy-prone areas. To make sure the project to be
operated smoothly, BGP made rigorous security
measures and emergency plan, and employed sev-
eral security personnel from IBS, an international
security company.

The acquisition program proved to be extremely

challenging. The work area is covered by intensive
fishing boats and nets, and islands. Even more frus-
trating for the BGP Challenger, was the unpredictable
position and movement of the boats and nets. The ex-
perienced international crew on board coped well and
has subsequently achieved excellent productivity.

The client is very impressed with both the pro-
ductivity and the quality of data acquired by BGP.
The BGP Challenger has demonstrated BGP’s posi-
tion as a leading geophysical contractor in the oil
and gas industry.

On the first anniversary of the Gulf of Mexico
oil spill, BP Plc sued Cameron International Corp
for negligence, because a blowout preventer made
by Cameron failed to avert the catastrophe, report-
ed Reuters.

In a complaint filed in the federal court in New
Orleans, BP said Cameron should be ordered to
pay its share of any liability the British company
might face under a 1990 federal law governing
oil pollution.

Eleven people died when the Deepwater Ho-

rizon rig exploded. About 4.9 million barrels,
or more than 200 million gallons, of oil later
flowed out of a subsurface BP well. BP has in-
curred tens of billions of dollars of liabilities
from the disaster.

“The blowout preventer failed to work and per-
form the function it was designed and manufactured
to perform -- i.e., to secure the well,” BP said in the
complaint. “The blowout preventer was flawed in
design, and alternative designs existed that did not
have these flaws.”
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Gulf Keystone announced a ma-
jor revision of the gross oil-in-place
volumes for the Shaikan discovery
in the Kurdistan Region of Iraq.

The revised gross oil-in-place
volumes for the Shaikan discovery,
as calculated by Dynamic Global
Advisors (DGA), independent
Houston-based exploration consult-
ants, are a P90 value of 4.9 billion
barrels to a P10 value of 10.8 bil-
lion barrels of oil-in-place with a
mean value of 7.5 billion barrels
and a P1 value of 15 billion barrels.

This is a very significant upward
revision from the previously an-
nounced range of 1.9 to 7.4 billion
barrels of gross oil-in-place with a
mean value of 4.2 billion barrels and
a P1 value of 13 billion barrels, also
calculated by DGA. The revision is
based on the data acquired since the
last resource evaluation of the Shai-
kan discovery by DGA issued in
January 2010, which was supported
by an additional third party analysis
by Ryder Scott consultants with a
range of gross total petroleum-ini-
tially-in-place (PIIP) of 1.52 (P90)
to 7.52 (P10) billion barrels.

The new data has been acquired
as a result of: Shaikan-2 oil dis-
covery and well test in the upper
section of the Jurassic section,
nine km to the east of Shaikan-1,
Shaikan-1 extended well test pro-
duction, Shaikan-3 testing and pro-
duction results, Preliminary results
of the analysis of 3D seismic data
acquired for the Shaikan (599km?)
and Sheikh Adi (215km?) blocks,
Evaluation of existing seismic lines
and regional geological data for
the Ber Bahr, Akri-Bijeel (Bijeel-1
well) and Sheikh Adi blocks in ad-
dition to the PVT (pressure, vol-
ume, temperature) analysis of oil
samples from the Triassic Kurre
Chine tests at Shaikan-1.

“We have always believed that
the initial gross oil-in-place range
for the Shaikan discovery was a
conservative estimate that would in-
crease as more information became
available. This gross oil-in-place

volumes revision by DGA, entirely
supported by the Company’s man-
agement and Board of Directors,
confirms that belief. We eagerly
look forward to additional drilling
results from Shaikan-2, the soon
to be spudded Shaikan-4 and the
remainder of the Shaikan appraisal
drilling program. We firmly believe
that even with this upward revision
the numbers for the Shaikan dis-
covery are still conservative,” said
John Gerstenlauer, Gulf Keystone’s
Chief Operating Officer.

The Shaikan-2 appraisal well is
now drilling deeper into the Juras-
sic and is scheduled to drill on into
the Triassic. Once the well reaches
TD at the bottom of the Triassic or
into the top of the Permian interval,
the Company will consider a possi-
ble further revision of the Shaikan
oil-in-place volumes, taking into ac-
count additional information from
the reservoirs previously only pen-
etrated by Shaikan-1 and from po-
tential additional discoveries from
possible zones below those reached
by Shaikan-1, projected by DGA to
contain an additional 1 to 5 billion
barrels of prospective resources.

Halliburton has been awarded a contract by ExxonMobil Iraq Lim-
ited (EMIL) to provide drilling services for 15 wells in the West Qurna
(Phase I) oil field located in Southern Iraq.

Halliburton will provide a complete range of well construction ser-
vices utilizing three drilling rigs to safely deliver the wells.

Joe Rainey, President of Halliburton’s Eastern Hemisphere Opera-
tions, said, “This contract award is a testament to the ongoing success
of our Eastern Hemisphere growth strategy and is in addition to work
awarded in this field by this customer in 2010.”

Halliburton has been active in the Middle East since 1946. Currently,
Halliburton has more than 4,000 employees in the Middle East.
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Japan to receive more LNG

Qatargas, the world’s top supplier of liquefied
natural gas, will boost LNG shipments to Tokyo
Electric Power Co. and Tohoku Electric Power
Co., said Chief Executive Officer Khalid Bin
Khalifa Al Thani.

The two power companies are scrambling to
restore generating capacity, some of which runs
on natural gas, after the devastating March 11
earthquake and tsunami.

In an interview, Al Thani called Qatargas’ Japa-
nese customers long-term partners and said the
state-run company will give top priority to sup-
porting them, as directed by Qatar’s government.

Qatar ranks first in the LNG production world-
wide, with 77 million tons in annual capacity,
of which Qatargas accounts for 42 million tons.
It exports six million tons a year to Japan, the

8

equivalent of 10 percent of the country’s annual
imports. Four million tons go to Chubu Electric
Power Co. and the rest to other electric and gas
utilities, including Tepco, as the company is
known, and Tohoku Electric. Some of the add-
on shipments to Tepco and Tohoku Electric are
already en route, Al Thani said. He added that
Qatargas is ready to expand supplies to the rest
of its Japanese customers on request, but he did
not give specific amounts or prices. Interest in
LNG is on the rise in the wake of the accident
at Tepco’s Fukushima Daiichi nuclear complex,
which has created momentum for reviewing
nuclear power policy worldwide. Al Thani ex-
pressed confidence that demand for the fuel will
grow and said there is little chance of oversup-
ply in the next five years.

Shell seals $1010 million-Nigeria Pipeline project

Royal Dutch Shell PLC (RDSA) signed a deal
for a $101 million pipeline project in Nigeria
aimed at delivering gas as the government seeks
to further exploit its huge natural reserves, an-
nounced the company.

The contract with Saipem Contracting Nigeria
Limited is for a 42-kilometer (26-mile) pipeline
to gather gas currently being burned off for use
in Nigeria’s domestic market.

Much of the natural gas in Nigeria is currently
flared -- burned off -- in part because of a lack of
infrastructure to process it.

The government wants to boost electricity
production with gas-fired power plants as well

as export more of the natural resource.

“This is an extremely important project for
(Shell) in terms of our commitment to ending rou-
tine gas flaring and consolidating our leadership
position in the domestic gas market,” said Shell
Managing Director in Nigeria Mutiu Sunmonu.

It said it had previously awarded a contract
for engineering, procurement and construction
of the gas compression and processing plant to
Daewoo Nigeria Ltd in October and that work
was progressing.

The country’s gas reserves have been esti-
mated as the world’s eighth largest. Nigeria is
Africa’s largest oil producer.

Nine international companies will be run-
ning to import up to 800 million cubic feet of
liquified natural gas (LNG) per day to Bahrain
according to the country’s Energy Minister,
stated the Bahrain News Agency.

Dr. Abdulhussain bin Ali Mirza said that
the firms have already submitted their bids to
the National Oil and Gas Authority (NOGA)
and that the winning bid would be announced
later in the year, according to the Bahrain daily
Akhbar Al-Khaleej.

The Minister added that the participation of
major international companies in the tender
reflects the strong trust in the kingdom despite
recent incidents.

A special berth will be built near Khalifa
Bin Salman Port to accommodate gas tankers,
he also highlighted.

Bahrain’s current daily gas consumption
stands at 1.3 billion cubic feet. The country
consumes all of its natural gas production

Competition starts for Bahrain LNG contract

domestically in power plants, enhanced oil
recovery (EOR) projects, or in heavy indus-
try, where natural gas is used as a feedstock.
The largest domestic consumer of natural gas
is Aluminum Bahrain (Alba), which is one of
the largest aluminum smelters in the world.

Natural gas demand in Bahrain has grown
rapidly in recent years and is expected to con-
tinue to do so in the coming years as a result
of greater natural gas requirements for power
plants and energy-intense domestic industry.
To help meet rising demand, NOGA is lead-
ing an effort to increase the country’s natural
gas supply.

Although annual production has grown in
recent years Bahrain is finding that it will
need to increase its natural gas production
more significantly to keep up with the ris-
ing demand. In the interim, the government
is seeking out supply agreements with neigh-
boring countries.

“The huge state-owned company’s refining
capacity will grow 50% from current levels to
above six million barrels a day through expan-
sion both at home and abroad,” said Saudi Ara-
bian Oil Co. Chief Executive Khalid Al Falih.

Four “grassroots refineries” are being consid-
ered, including one in Jaizan of Saudi Arabia,
while joint-venture refinery projects are being
reviewed in China, Vietnam and Indonesia, Al
Falih said during a lecture at the Korea Cham-
ber of Commerce & Industry in Seoul.

Through the expansion, including two new
refineries, which are under construction in Sau-
di Arabia, the company’s refining capacity will
“soon” surpass the current four million barrels
per day, he said, without giving a specific time

frame for this or for when the capacity would
rise beyond six million barrels daily.

Saudi Aramco, as the company is known, is
fully owned by the Kingdom of Saudi Arabia.
It is one of the largest oil and gas companies
in the world with activities in exploration and
production, refining, distribution, shipping
and marketing, according to the organiza-
tion’s website.

Over the next five years, Saudi Arabia plans
to spend more than $450 billion on capital pro-
jects, while Saudi Aramco will be spending a
total capital budget of about $125 billion on its
domestic and international projects including
new crude oil “increments,” during the same
period, Al Falih added.

Total develops its solar energy program

Total signed an agreement with EDF ENR to acquire all of Tenesol’s operations (outside of
France’s overseas departments and territories), of which it already owns 50%.

Tenesol’s operations in the French overseas departments and territories would continue to
be equally owned by the Total Group and EDF ENR .Tenesol, which was created in 1983, is a
top-tier solar energy operator in Europe, leader in the French market for large industrial and

commercial photovoltaic rooftop solutions.

The company has a production capacity of 800,000 solar panels a year, or 170 megawatt
peak2, at two plants, one in Toulouse, France, and the other in Cape Town, South Africa.The
planned acquisition covers all Tenesol’s operations, with the exception of those in France’s
overseas departments and territories, which employ more than 760 people in numerous coun-
tries and generated revenue of approximately €240 million in 2010.

“This project confirms Total’s commitment to expanding rapidly in the photovoltaic so-
lar energy industry,” commented Philippe Boisseau, President
of Total Gas & Power. “Completion of the deal would step up
Tenesol’s international expansion by capitalizing on the exper-
tise of its teams and strengthening synergies with Total’s other

businesses.”

The planned acquisition is subject to applicable legally re-
quired processes for notifying and consulting Tenesol employee
representatives and the approval of the anti-trust authorities in
the countries concerned. The closing of the transaction could
take place in the second half of 2011.

Total is also present in the solar energy sector with a 50%
interest in Photovoltech, alongside GDF Suez. Photovoltech
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manufactures crystalline silicon photovoltaic solar cells.In December 2008, Total became the
biggest shareholder in US start-up Konarka, which develops products based on organic solar
technologies. The Group’s stake is now nearly 25%.In June 2010, Total acquired a 25.4% inter-
est in AE Polysilicon, a US start-up specializing in a new solar polysilicon production technol-
ogy. Also of June 2010, Total was selected by the authorities in Abu Dhabi to build and operate
the Shams 1 concentrated solar power plant. Total’s partner in this project is Abengoa Solar, a
Spanish company with expertise in concentrated solar power technology. Construction of the
plant has begun and is expected to take two years.Total is also conducting significant R&D
through partnerships with world-class laboratories in France, such as the Ecole Polytechnique
engineering school’s Laboratoire de Physique des Interfaces et des Couches Minces (LPICM -
Interface and Thin Film Physics Laboratory) and the Toulouse-based Laboratory for Analysis
and Architecture of Systems (LAAS), as well as in the United States, Switzerland, Belgium and

Germany.

E.ON further expands its Renewable-power Capacity
E.ON installed and successfully tested the first of 94 turbines of Settlers Trail wind farm.
Located in Illinois, Settlers Trail will be the fourteenth wind farm E.ON has built in the United

States in just three years.

With 150 megawatts (MW) of capacity, it will be able to supply more than 45,000 house-
holds with clean electricity. When completed, Settlers Trail will take E.ON’s a total installed
wind capacity in North America over 2,000 MW strengthening the company’s position as one

of the continent’s wind-power leaders.

Renewable-power in North America is one of E.ON’s growth businesses outside Europe. In
November 2010, the Diisseldorf-based energy company announced that in the future it intends
to generate about one quarter of its earnings in four regions outside Europe: North America
(wind power), Russia (conventional power generation), and two other regions it is currently

in the process of identifying.

In 2010, E.ON invested more than €1 billion in renewables and expanded its wind and
solar capacity by 600 MW to over 3,600 MW. E.ON plans to invest €2.6 billion more for the

period 2011-2013.
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To export
or not to export...

Currently, there is no voice louder in the Ministry of Petroleum than
amending the gas contracts with other countries. The people’s revolution
came to make the voice of the people heard and sometimes a strong factor
in changing political scenes. Hence, will all Egyptian gas contracts be re-

viewed?

The petroleum sector has been hearing the
sounds of the streets demanding to terminate the
gas contract between Egypt and Israel. Export-
ing gas to Israel has always been a critical mat-
ter, but the Ministry of Petroleum knows too well
that in such issues the sound of the mind is higher
than the sound of the emotions, “Away from the
negative emotions towards any of the countries,
Egypt already signed an agreement so it is better
to make the best of it and make amends to it if
it is already signed,” said Eng. Abdallah Ghorab,
Egyptian Petroleum Minister in an interview with
Al-Masry Al-Youm Newspaper.

Recently, the Ministry announced that it is
reviewing the natural gas contracts with Israel,
Jordan, and most of the contracts with other
countries. The Ministry highlighted that it is tar-
geting the raise of gas prices exported to Israel
to reach $200 million, in accordance to the inter-

national gas prices.

The East Mediterranean Gas Co. (EMG),
owner and operator of the Arish—Ashkelon pipe-
line and the company that exports Egyptian gas
to Israel, refused previously to engage in any
negotiations to amend the gas contract. “EMG
finally approved to revise the gas contract, but
the insistence of the Egyptian side force them to
agree. It will only take awhile to get an answer
back from them,” said a source at the Ministry
of Petroleum.

Moreover, the Jordanian Minister of Energy
and Mineral Resources Khaled Toukan revealed
that he expects Jordan and Egypt to reach a new
agreement on gas exports by the end of April.
“The gas Egypt delivers to Jordan does not ex-
ceed 70 percent of the amount stipulated in the
original contract,” Toukan added.

Most of the experts find that the Israeli con-
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By Sama Ezz El-Din

tract is the most controversial. “Why are we
wasting time in reviewing the contract with
Israel or any other country? Egypt needs every
cubic feet of gas for the domestic demands. The
Jan 25th revolution came to secure the people’s
wealth and the Egyptian natural gas is a major
asset,” Ibrahim Zahran, former chairman of
Khalda Petroleum Company and oil expert, told
Egypt Oil and Gas Newspaper (EOG).

“Changing or amending the contracts will not
have a big effect. Egypt needs its own natural
gas to meet its local need; especially that gas is
used as a source of power for mostly everything
in Egypt,” he added.

“The proven gas reserve is 23 trillion cubic
feet of gas and Egypt already signed to export
18 trillion, there will nota be enough gas to
survive in the coming years. Are we going to
import gas with the high international prices
when we are already selling ours with much less
prices?” Zahran wondered.

The petroleum expert added that Egypt must
stop exporting gas very soon, “There is no
threat from calling off the contracts and let them
go to any international committee. The law is
with Egypt in all cases because we had a Force
Majeure situation, the revolution happened and
already the prices were lower than any other in-
ternational prices and we can follow Algeria in
the same subject.”

On the other hand, Eng. Ahmed El Gedawy,
Assistant General Director for Crude Oil Pro-
duction at the General Petroleum Company
(GPC), shed light that Egypt sold gas to Israel
with much less prices than international prices,
but still it is not time to cancel any contracts,
“Egypt just went through a lot and it has just
started to rebuild its shape after the revolution.
It is not time to cancel any agreements, espe-
cially with Israel. Egypt needs to honor its con-
tracts in the meanwhile.”

“In the right time, the Ministry should review
the local demands and if we can meet those de-
mands then we continue exporting but only in
accordance with the international prices.”

“If we cannot meet our local gas demand,
and 15% of Egyptian people are not connected
to the national natural gas grid until now, then
we should consider shutting down gas exports.
Buying Solar and Fuel oil are also two impor-
tant factors because both factories and power
stations need gas. If Solar and Fuel oil prices
are higher than gas, hence we should keep our
own gas,” added El Gedawy.

Lotfi Ramadan, General Manager for Oil pro-
duction at Egyptian General Petroleum Corpo-
ration (EGPC), also agrees with El Gedawy that
it is not time to cancel any contracts, “We are
going through critical times so it is better to just
amend prices for now.”

Amr Kamal Hamouda, Head of the Fustat
Centre for Studies and an oil expert, said that
it is excellent that Egypt is reviewing the gas

contracts especially to Israel, “We lost a lot
of money because of the deformed gas con-
tract with Israel and we need get some of our
money back.”

“But the Ministry is now obligated to be clear
with the Egyptian people. The people need to
know the mount of gas exported to Israel and a
deadline for those negotiations. Also about the
negotiations team, we are being told that it is
the same previous team that once negotiated to
sell our gas to Israel with the most unbelievable
price,” added Hamouda.

On the same matter, Ghorab told Al-Masry
Al-Youm Newspaper that the sector has well
trained negotiations team that know how to
work for Egypt’s best interest, “We do not need
independent negotiators. Our team of negotia-
tors is the best and there is no need for the talk
of having outsider negotiators.”

Hamouda pointed to the announcement by the
Ministry of Finance that it does not have enough
foreign currency to buy Fuel oil to supply the
power stations, “If we do not have enough mon-
ey to buy Fuel oil for the power stations, espe-
cially that Fuel oil price is much higher than gas,
then we should stop exporting at once.”

“If it is going to cost us to pay the penalty
clause or head to an international committee.
We will not buy Fuel oil when we already have
our own natural gas.”

“Our fortune of natural gas needs to be es-
timated. We need a committee of national ex-
perts, independent petroleum experts, and na-
tional supervisors to estimate our natural gas
wealth and then decide if we have enough to
meet our local demand or we should stop ex-
porting,” Hamouda elaborated.

“Not only the gas contract with Israel that
needs to be amended, the contracts of the drill-
ing in the deep water of the Mediterranean
Sea should be reviewed as well. The contracts
should include terms of best national interest.
The BP contract with Israel to drill in the deep
water and the way Israel is negotiating with BP
side should teach us a lesson in negotiating,”
Hamouda advised.

Lotfi Ramadan also advised that the coming
stage will witness more exploration opera-
tions, more bid rounds and new locations are
to be explored.

As for El Gedawy, he advised, “We should
look for the best method for production, use the
most excellent tools in order to have the finest
results, and to use the top drilling rigs that will
not wear away after short time of drilling.”

All the thinking now is going towards listen-
ing to the people’s voice. The petroleum sector
is a major partner in the Egyptian community
and it listens well to its own people, but also
placing bad history aside and only listening to
the mind sound in the matter of Egypt’s best
interest in the upcoming rise of Egypt as a
leader country.
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Whether it is due to public pressure or a ne-
cessity that should have been done long time
before, the current review of all gas contracts
has been the key to put an end to the ongoing
controversy in the petroleum sector. Weigh-
ing all sides of Egyptian gas exportation is the
challenge now. to stabilize the gas investments

once more .-+

The Egyptian petroleum sector faces
a state of unrest following the Janu-
ary 25th revolution that has led to
economic and political changes in the
country. As a result of this chain of
events, the Egyptian public pressure
has been a challenging factor affecting
the decision-making in the country. In
the petroleum sector, this pressure has
been calling to stop supplying Israel
with natural gas despite, however, on
the other side, the Egyptian General
Petroleum Corporation (EGPC) denied
any financial losses due to the gas ex-
portation to Israel, as claimed by most
of the public.

The issue of exporting gas to Israel
is taking a great consideration not only
in the petroleum sector, but also in all
Egyptian sectors because of the ex-
treme importance of these operations
in increasing the financial revenues of
the national economy.

This is the reason why Egypt Oil and
Gas exposes the file of gas exportation
to Israel and investigates the truth be-
hind the accusations of corruption.

Currently, the former minister of
petroleum Eng. Sameh Fahmy is ac-
cused of several cases of illegal com-
missions, and wasting public money
in the mentioned file.

As a matter of fact, there is a contro-
versy between the experts of the pe-
troleum sector; some are supporting,
while others are condemning the whole
deal. The mixed reactions towards this
issue have been crowned by a latest
study that estimated the pros and cons

ady Ahmed

of abolishing the Israeli deal.

The first group of oil experts pointed
their consent to stop the Egyptian gas
supply to Israel in return of importing
huge quantities of diesel, highlighting
that the industry growth rate is 8%
higher compared to the gas produc-
tion growth rate. Hence, providing
diesel to factories is more vital for the
time being.

On the other hand, some oppo-
nents believe in the necessity of ex-

€ & The Ministry should raise
the annual cost of exported gas
to Israel to $290 million, which
will match the international
prices, instead of the $90 mil-
lion received in 2009 99

porting gas to Israel and believe in
the financial benefits that can sup-
port the Egyptian economy, taking
into consideration the amendments
of prices. This group quoted the
Minister of Petroleum Eng. Abdal-
lah Ghorab, who declared, “The
main target we are working for is to
achieve the best financial return of
the agreements as long as they are
already signed”.

There are two solutions for the Min-
istry of Petroleum; either increase the
price of gas exported to Israel or abol-
ish the whole gas deal, said a top of-

ficial at the Ministry to Egypt Oil &
Gas Newspaper. “The Ministry should
raise the annual cost of exported gas to
$290 million, which match the interna-
tional prices, instead of the $90 million
received in 2009.”

The top official, who asked to be
anonymous, believes that the Minis-
try will resort to the first solution of
price increase to ease the public ten-
sions. “Despite the public pressure, the
way to deal with this controversial is-
sue should be
based on eco-
nomic and
commercial
factors, rather
than the po-
litical ones,
since that the
country is go-
ing through a
very  critical
period,” high-
lighted the source.

According to Article 11 of law 20 of
1976, it is the right of the Ministry of
Petroleum to manage and set terms of
contracts signed by the EGPC, as the
chairman of the board of directors in-
form the minister of petroleum about
the board decisions for accrediting.
Therefore the authority has no power
to amend or cancel contracts without
returning back to the superior po-
litical leadership, and, in case of any
changes or amendments made by the
minister, he should inform the EGPC
within 30 days.

Another group of experts that are
sustaining the review of all gas export-
ing contracts in general, calls for an
intensified program to develop all the
discoveries achieved to be put on the
production line as quick as possible.
The aim of this request is to increase
the natural gas production in order to
satisfy the domestic market needs for
the coming years and keep enough
reserves stored in Egypt. As such de-
cisions contradict the working frame
applied with the foreign petroleum
companies in Egypt, the Ministry will
then resort to import gas from abroad.

According to sources, there was a
preliminary decision from the Min-
istry side to abolish all gas export-
ing contracts, however the initiative
made by the Jordanian authorities to
willingly amend the gas prices of its
contracts reversed the situation. As a
matter of fact, the Egyptian Ministry
of Petroleum signed two gas-export-
ing contracts with Jordan. The first,
signed in 2004, stated that egypt to
export 77 billion cubic feet of gas at
$ 1.27per million BTU, while the sec-
ond contract, signed in 2007, Egypt
agreed to export 32 billion cubic feet
at $ 3.06 per million BTU. This lat-
ter contract had a term that give the
Egyptian side the right to amend the
gas prices but not before the year of
2019, prior to that there will be penal-
ties on the Egyptian Ministry.

“The willingness and understanding
of the Jordanian side to drop all penal-
ties and accept to amend the prices of
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Egyptian exported gas was a key ele-
ment to affect the Ministry’s decision
to abolish all gas contracts,” declared
the official.

Asked about the exact figures of
Egypt’s gas reserves, he clarified that
the proven gas reserves can last for the
coming 20-30 years and that the daily
gas production counts for 6.5 billion
cubic feet.

“The Ministry of Petroleum along
with the EGPC are jointly working
on a study to consider the losses that
would occur in case of stopping gas
exportation to Israel compared to im-
porting diesel that cost $1200 per ton,
according to the international prices.
And in the case of proving that the cost
of exporting gas is less than importing
diesel, then the operation of exporting
gas will end by next summer.”

Moreover, the source expected an
increase of gas production up to 340
million cubic feet per day, in addition
to approximately 3000 condensate bar-
rels daily.

Besides, the source asserted that the
EGPC suffers from the difficulty of
getting its financial dues at some work-
ing oil companies in Egypt, which use
the local gas and export it instead of
consuming it in the local market only,

with respect to the Egyptian laws.

It is worth mentioning that Article 7
of Gas Pricing states that if the second
party (companies) is to export domes-
tic gas, the pricing system should be
then changed according to the minis-
terial decision and be agreed upon a
new pricing mechanism. Referring to
exporting the subsidized gas is consid-
ered violation of the law; the EGPC
and the Egyptian Gas Holding Com-
pany (EGAS) should receive a share of
the financial revenues, resulting from
exporting gas by any company.

He also added that EGPC in the
coming period is working on elimi-
nating companies that violate the law
out of new tenders, especially that the
coming period will witness a great re-
spect to laws and regulations to reach
quality standards in all working petro-
leum companies, within the competi-
tion that exists between old and new
competitors in the market of petrole-
um services.

Finally, he assured that all the work-
ers in the oil sector are working hard to
fulfill the local market needs of natural
gas in the coming period, reducing the
rate of gas exports down to 29% com-
pared to the past year total production.

According to latest reports, the plan

of the fiscal year 2010 - 2011 aimed at
pumping EGP 38.2 billion investments
in the petroleum and gas sector, includ-
ing 15% for oil supplements and EGP
25.2 billion for gas production, which
is 66% of the investments of the sector
and EGP 10.1 billion for oil crude pro-
duction, which represents 26% of the
sector investments.

This new plan is considered a strong
supporter to the Egyptian petroleum
sector that plays an utmost role in the
Egyptian economy, as the oil and gas
sectors are the main source of gener-
ating electricity in Egypt. Meanwhile,

May 2011 / Issue 53

13

N~ =

the proven reserves ratio of natural gas
reached 47 million tons during the last
fiscal year 2009 — 2010.

In addition, the Ministry of Petroleum
implements an annual plan to increase
natural gas reproduction through the
attraction of foreign investments into
the country, by signing new agree-
ments with foreign companies, taking
into account commitments to the do-
mestic and international needs. Clari-
fying the impossibility of reserving the
natural gas for a long time, therefore it
is necessary to always set a production
plan to be directed to the local market.
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Following our aim to be part of the positive change and draw a future scheme for the petro-
leum sector, Egypt Oil & Gas host a panel discussion about the challenges facing the oil and
gas production in the Egyptian petroleum arena.

Asked about the system of produc-
tion sharing agreement applied by
the Egyptian Ministry of Petroleum,
Eng. Ahmed El-Geddawy, Assistant
General Director for Crude Oil Pro-
duction at the General Petroleum

Company (GPC) reflected his op-
position to this system by stating,
“as an Egyptian loyal citizen, [ am
totally against the idea of prioritiz-
ing the foreign investments over the
local ones. In other words, why do I

Some discoveries
will be put on pro-
duction line soon...
Two of the recent
discoveries include
the oil discovery
made by Khalda
Petroleum Com-
pany and Petro
Sennan Petroleum
Company

General Manager for Oil Production at the Egyptian
General Petroleum Corporation (EGPC)

give the privilege to foreign compa-
nies to explore and produce oil and
gas, while we do have the Egyptian
investments and expertise to do
such operations.”

“I know that some people are for
this system believing that it is more
feasible and easier to get foreigner
do the whole job and bear the risks
and at the end share the production
with the EGPC, but personally I be-
lieve it is an inefficient method!”
added El-Geddawy. “The Egyptian
petroleum industry does have the
experienced personnel, but they just
need the opportunity to take part
of the industry, instead of the brain
drainage we have been suffering
from as experienced employees mi-
grate for better job packages.”

Commenting on El-Geddawy’s per-
ception, Eng. Lotfy Ramadan, Gen-
eral Manager for Oil Production at the
Egyptian General Petroleum Corpora-
tion (EGPC) clarified that this applied

By Yomna Bassiouni

system reduce the risk level and secure
a certain amount of production for the
local market. “Whether I am for or
against it, there are positive values be-
hind this production sharing system,”
he highlighted.

Tackling the factors that lead to the
increase or decrease of production
levels in the country, El-Geddawy
shed light on the lack of future vision
and fixed plans as an important fac-
tor, which is not related to any techni-
calities. “Unfortunately, over the past
years, there was a common trend fol-
lowed by the top management of pe-
troleum companies, which was, if not
still, maximizing the production rate
of the companies’ fields to show off in
front of the top officials at the Minis-
try of Petroleum.” He added, “There is
no plan for the future, most of chair-
men thinks under their feet and cares
more of their reputation by generating
unprecedented production rates, while
they should have been implementing
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reasonable production plans in order
prolong the age of producing wells for
the future generations.”

From a technical perception, Rama-
dan highlighted that the most common-
ly used technique to extend the pro-
ductivity and age of the reservoir is the
water injection technique. “We should
take into consideration the fact that the
production plan is set in accordance
to the national budget and what is re-
quired from the Ministry of Petroleum.
For instance, the petroleum sector is
asked to secure $60 million, then we
work to fulfill this target,” added Rama-
dan. “When we convert this request to
production figures, the EGPC contacts
all operators to present their annual
production plan to draw the general
sector plan. However, most of the com-
panies provide lower production rates,
for example a company declare that its
expecting annual production averages
80 million barrels, while its actual pro-
duction is 105 million barrels! This is a
mean to avoid any liability in case the
production rates are not achieved,” ex-
plained Ramadan.

Recently, there are attempts to in-
crease the production rates over the
coming period of time. “Some discov-
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eries will be put on production line
soon, which will serve the Ministry
target for production increase. Two of
the recent discoveries include the oil
discovery made by Khalda Petroleum
Company and Petro Sennan Petroleum
Company,” highlighted Ramadan. “The
oil discovery of Khalda was achieved in
its Western Kalabsha Concession in the
Eastern Desert and hit two wells, one oil
producing and another gas producing.
The first well showed an oil production
rate of 3700 barrel per day, while the
second showed 500 thousand cubic feet
of gas, at a total depth of 14500 feet. The
other discovery of Petro Sennan was hit
in the Western Desert and showed oil
production of 1200 barrels per day from
the HG34/3 and HG34/4 wells,” clari-
fied Ramadan. “The total investments
of Khalda’s discovery counts for $3.5
million, while the Petro Sennan’s aver-
ages $9 million for both wells.”
Ramadan revealed that the EGPC is
in the preparation phase for a new bid
round that will include 18 new areas for
exploration and production activities.
Seizing the opportunity, EI-Geddawy
urged the EGPC to change the selection
criteria of the bid rounds. “I do not deny
that the price factor is crucial in any
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bid round, however, it should not be
the base for selection. Quality is much
more significant to be considered in any
bid round and it is the mean by which
we can ensure the effectiveness of any
E&P operation,” he stressed.

Asked about their opinions concern-
ing the current controversial gas export-
ing deal to Israel, both officials warned
of stopping the gas supply to Israel and
asked to amend the gas prices only.

15

“This is not the right time nor the right
political circumstances to abolish this
deal. We should review all gas contracts
in accordance to the international pric-
es,” said El-Geddawy.

Ramadan finalized the discussion by
stressing that the Egyptian petroleum
sector is a very rich one. “There are
high potentials in terms of E&P activi-
ties and this is the right time to make
the positive change.”

I am totally against the
idea of prioritizing the
foreign investments over
the local ones. Why do I
give the privilege to for-
eigh companies to ex-
plore and produce oil and
gas, while we do have
the Egyptian investments
and expertise to do such
operations
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Assistant General Director for Crude Oil Production at the General

Petroleum Company (GPC)
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GALIOM Makes Inspection Data Acquisition an Easy Job

Ultrasonic wall thickness reading is one of the more labour-intensive inspection tasks. Using a
data logger and GALIOM cuts time, effort and costs

Abstract

The advanced risk-based inspection and mainte-

nance
software product GALIOM
reduces risks and costs
GALIOM facilitates data
acquisition and helps
inspectors to validate the
results and plans

GALIOM

GALIOM is a combined asset integrity man -
agement and risk-based inspection and main -
tenance software product that can be used for
any oil, gas or petrochemical facility.

The data logger module assists the inspec -
tor with the wall thickness measurements

and also reduces the data entry time for huge
amount of data collected during inspection.
GALIOM helps to achieve the best possible
balance between cost and risk by minimizing

unplanned downtime and optimizing production.
GALIOM enables risk mitigation and inspection

strategies to be developed and imple -

mented with the aim of optimizing maintenance

whilst staying within acceptable risk levels.

Carrying out technical inspections and com-
piling inspection data is laborious work. Oil and
gas operators spend millions on having their

platforms and pipelines inspected and
wall thickness data collected. While elec-
tronic data loggers, which record data over
time or in relation to location, are commer-
cially available and used extensively, data
reporting is often done manually using paper
forms. Electronic data is rarely kept in a cen-
tralized database.

Automatic Process

“This poses a challenge to managing ad-
vanced risk assessments,”

says Mathews Varkey, GALIOM Pro-
gramme Manager at GL Noble Denton, refer-
ring to Risk-Based Inspection (RBI). During
the analysis, engineers spend numerous

hours gathering and formatting data before
some meaningful trend can be derived. An
advanced risk-based inspection and mainte-
nance software product such as GL Noble
Denton’s GALIOM can ease operators’
minds, he explains. “The data logger module
assists inspectors with wall thickness mea-
surements, reducing the time it takes them to
enter the huge amounts of data collected dur-
ing inspection.

”To give an example,” Mathews contin-
ues, “a petrochemical company that had been

using a legacy system for severalyears de-
cided to switch to a more advanced process.
Implementing GALIOM brought a totally
automated solution to this scenario.” The
GALIOM implementation team first exam-
ined the data loggers the client was using.
The team then used the GALIOM data log-
ger integration module to enable the software

to communicate with the hardware and auto-
mate the ultrasonic wall thickness recording
and data synchronization processes. Now the
customer can capture data with the existing
data loggers and process and monitor them
using GALIOM.

The GALIOM module deployed by the
customer plans, prepares and defines the
scope of the inspection work. The two-way
communication between GALIOM and the
data loggers accelerates the inspection ac-
tivities considerably. The test points are au-
tomatically generated by the GALIOM data
logger module, and subsequently download-
ed into the logging device for the inspection.

“In the field, the inspector does not need
to create

test points any more, which saves a tre-
mendous amount of time,” says Mathews.
Following each inspection, or at the end of
the day, the data is downloaded into GALI-
OM for validation and reporting. GALIOM
helps the inspector to validate the results and
plans, and to create packages for reinspec-
tion. Finally, the wall thickness data collect-
ed is transferred into a monitored database
for trending and analysis. Anomalous data
goes through GALIOM’s inspection memo
and the anomaly screening module to initiate
repairs and replacements. “GALIOM allows
inspectors and engineers to acquire high-
quality data efficiently,” says Mathews.

GL Noble Denton

The world's leading oil & gas companies work with GL Noble
Denton to manage operational change and mitigate risk.

GL Noble Denton's asset integrity software, GALIOM, underpins
more than 30 years of practical experience in managing the
changing integrity of assets across their lifecycle.

) ¢

% gas industry leaders trust

L Noble Denton to illti'_u ement change
and deliver successiul results

See more of what we do at www.gl-nobledenton.com
Email: glnocbledenton@gl-group.com
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The Future of Brownfield Development
in Egypt Workshop

Sharm El Sheikh, Egypt - 6" to 9" June 2011

Workshop Sessions

Session One :
Reservoir Characterization

Session Two :
Drilling and Completion

Session Three :
Production

Session Four :
Encouraging Brownfield Development in Egypt
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Reservolr Pathway ldentification in a
Fractured GCarbonate Heavy 0il Reservoir

Mohamed. Samir, Wael Hassan, Maher Omara (Scimitar), Enas Thabet, Yousra Abugreen, Sameer Joshi (Schlumberger)

INTRODUCTION

The Issaran field, situated in the Egyptian East-
ern Desert, is one of the few heavy oil fractured
carbonate reservoirs in the world. It has an esti-
mated 700 MMBBLS of 10-12 degree API crude
in the Upper and Lower Dolomite reservoirs and
the deeper Nukhul reservoir with 10% H2S. Pro-
duction in 2008 was 5000 STBOPD, forecasted
to increase to 6000 STBOPD in 2010. A Cyclic
Steam Stimulation (CSS) project was started in Is-
saran in 2006.

Heavy oil is an unconventional oil resource that
is characterized by higher viscosities and densi-
ties as compared to conventional oil. Most of the
heavy oil reservoirs are deposited at very shallow
depths. These hydrocarbons originated as conven-
tional oil that formed in deep formations, which
then migrated to the surface regions where the
lighter hydrocarbons escaped. Primary recovery
from such unconventional reservoirs can be as
low as 1%, with ultimate recovery generally be-
ing < 30%.

Issaran oil field is located 290KM southeast of
Cairo and 3KM inland from the western shore
of the Gulf of Suez covering an area of 20,000
acres. The field was discovered in 1981 (Figure
1). The heavy oil project started in 1998 between
GPC (General Petroleum Company) and Scimitar
Production Egypt Ltd. The OOIP at that time was
410 MMBBL, reserve 0.2 MMBBL, recovery fac-
tor below 1% and the daily production was 170
BOPD. The productivity of the wells was very
low and the average production per well was be-
low 30 BOPD.

The field has been producing from different zones
and each zone has its own unique characteristics.
This required a special approach to overcome
potential problems and optimize the production
and reserves. The major heavy oil accumulations
occur within shallow Miocene Dolomites and
Limestones (Upper Dolomite, Lower Dolomite,
Gharandal and Nukhul Limestones) and sand-
stones (Zeit). The average gravity of oil from all
zones is between 10 to 12 API.

The Upper Dolomite Formation is this field is
characterized by a depleted fractured dolomite
reservoir with 10-12 API heavy oil. The top of
reservoir depth is around 1000 ft with an average
reservoir thickness of around 400 FT. The forma-
tion pressure is as low as 250 psia with a tempera-
ture of 120 degrees Fahrenheit. The oil has 10%
H2S content and a viscosity of 4000 cp at standard

conditions. The reservoir rock is oil-wet, which is
unfavourable for oil recovery factor. The Lower
Dolomite formation has similar characteristics as
the Upper Dolomite. Due to the shallow depth of
the Upper and Lower dolomites, the oil cannot
be extracted using cold production. Considering
the above characteristics, the exploitation of these
formations is very challenging.

The Gharandal formation consists of three lime-
stone bodies with permeabilities lower than 20
mD. The deepest formation is the Nukhul zone,
which has been the major producer of cold oil due
to its highly fractured nature.

These different reservoir characteristics led to the
application of different types of reservoir manage-
ment for each zone (Figure 2). The Nukhul for-
mation wells have been completed as openhole,
Gharandal formation wells have been completed
as cased hole and Upper and Lower Dolomite for-
mation wells have been completed as cased /open
hole steam injection wells, producing by cyclic
steam stimulation.

Scimitar had planned to develop the Nukhul with
cold production in vertical open-hole comple-
tions, since initial wells gave high liquid rates,
due to high fracture permeability. However, these
super-K layers soon created unwanted water chan-
neling to the wellbore resulting in high water cuts.
Also, injected steam rapidly channeled through
the fractures and hence the injected heat could not
be retained in the reservoir. Thus the heavy oil vis-
cosity could not be reduced. Viscosity reduction is
key to increasing heavy oil recovery.

Two main factors were found to contribute to the
high water production from different reservoirs.
These were water/steam channeling through frac-
tures and difficulty in determination of the correct
pay resistivity cutoff. These factors affected the
different reservoirs as follows:

1) From Nukhul formation

Due to the high fracture intensity (Figure 3) wa-
ter rapidly channeled through the fractures and
overshadowed the oil contribution. Hence, an
ESP which could create a high draw down was
required in order to exploit the production from
the oil zones. However, the limitation of the cur-
rently available Y-tools in the market represent-
ed a barrier to achieve this target. These Y-tools
had a rate limit of 1000 BFPD with the available
pumps, whereas the actual rate needed for achiev-
ing Scimitar objectives was 4000 BFPD. Use of
the Schlumberger 400 series ESP in conjunction
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Figure 1 Issaran Field location

Figure 2 Issaran Field Formation

with the new Y-tool, enabled Scimitar to reach the
targeted well production rate.

2) From Upper Dolomite & Lower Dolomite For-
mation

More than 100 wells were completed in these for-
mations, initially as open hole oil producers. The
wells had varying pressures in the open hole lay-
ers and consisted of both cold and hot producers.
After initially producing oil, a sudden increase in
the water cut was observed in most of the old pro-
ducing wells as well as the new drilled wells. Due
to the low salinity of the produced water (< 10,000
PPM) the identification of the source of water was
difficult. Hence, determining the correct cutoff
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Figure 3 Nukhul well with high intensity fracture

value of resistivity to distinguish between water
and oil zones was a major challenge. This issue
led to a misunderstanding of the correct oil poten-
tial in the open hole section.

Accordingly it was urgently needed to identify
the water source in order to maximize the oil pro-
duction as much as possible. An ESP capable of
producing very high drawdowns was required to
produce the well while performing production
logging in flowing conditions, in order to differ-
entiate between the water zones and oil zones in
this type of heavy oil fractured carbonate reser-
voir (Figure 4).

Furthermore, breakthrough of the injected steam
had been noticed recently in the field through the
super-K layers, which highly reduces the efficien-
cy of the steamflood project. Hence, identifica-
tion of these super-K layers was essential in order
to shutoff the water and steam breakthrough.
JOB PLANNING and RISK ASSESSMENT

It was critical to diagnose these super-K layers in
a dynamic condition. Scimitar designed a special
Y-tool in association with Zenith, which would
enable PL to be carried out under ESP operation
with high rates. The y-tool had to be built for 77
casing and the tubing size was designed to op-
timize production. The minimum restriction was
1.768” with a drift diameter of 1.698”. The rec-
ommendation from the y-tool provider was not to

run anything larger than the drift size. This ruled
out the use of some tools such as the Reservoir
Saturation Tool (RST) in Water Flow Log (WFL)
mode to identify the water production.
Considering the similarity between the oil and
water densities, another tool, other than the den-
sity tool, had to be used to be able to differentiate
between water and oil. The proposed tool string
consisted of pressure and temperature sensors,
fullbore as well as inline spinners and electri-
cal probes (FlowView). Flowview measures the
conductivity of the fluid at the tip of the probe,
hence differentiating between water and oil. Fig-
ure 5 shows the production logging toolstring that
was run and Figure 6 shows the operation of the
Flowview tool. Figures 7 and 8 show the details
of the new y-tool system.

For the sake of comparison and testing, the den-
sity tool was added to the tool string in the first
well to check the reading and based on the results
a decision would be made on whether to continue
using the density tool in the other wells, or remov-
ing it from the tool string.

Going through a risk assessment, there were con-
cerns regarding getting stuck and having to break
the weakpoint. In this case, the fishing operation
would have been difficult to impossible, since
the tool string will be sitting on one side in the
6” open hole section. Therefore, a centralizer was
placed below the logging head, to ensure that in
case of a fishing operation, the tool string would
not be lying on one side.

The heavy oil imposed a risk on the tools as well,
since it is very viscous and could stick on the
Flowview probes as well as sticking on the spin-
ner and restricting the measurements. Although
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Figure 4 Open hole v.s Cased hole

the water cuts in the wells were high, which would
reduce the risk of plugging the probes or the spin-
ners, the risk could not be controlled. Therefore,
this was a risk that had to be taken during the op-
eration.

Due to the clearance between the tool string outer
diameter, 1.688” and the inner diameter of the y-
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Figure 5 Wireline Production Logging Toolstring

tool completion 1.768”, there was a risk that the
tools would not be able to go through the comple-
tion. To avoid having issues or surprises on the
job, the y-tool was brought to the Schlumberger
base and the tool string was run through the com-
pletion in horizontal conditions, to confirm that
the tool string could pass through the restriction.
This dry run was performed and results showed
that the tool string could pass through the restric-
tion, but once the tools went out of the tubing,
there was difficulty in retrieving the tools back
into the tubing. Therefore, a wireline entry guide
was connected to the bottom of the completion
and that resolved the issue.

CASE STUDY 1

ISS-85 well (Nukhul Reservoir)

This well had been completed as an open hole
cold oil producer in the Nukhul formation. How-
ever, the well soon started producing with 98%
water cut at a total fluid rate of 6000 BFPD. Then
the water production increased, dropping the oil
production down to 20 BPD.

Two flowing surveys, (ESP at 70HZ and at 80HZ)
and one shut-in survey of production logging were
carried out. It was noticed that the productivity of
the open hole interval changed with the change in
speed of the pump.

Based upon the measured bottom hole pressures
during the 3 surveys and the interpreted produc-
tion rates, 4 reservoir zones could be identified in
the open hole interval of 140 feet.

It was found that only about 30 feet of the open
hole interval was contributing a little oil produc-
tion at high drawdown. The remaining zones were
contributing most of the water production. Two

intervals which were the main source of water
production could be identified. These flowing sur-
vey results are shown in Figures 9a and 9b.
During the shut in survey PL sensors detected a
clear cross flow of water into the topmost zone
from the other intervals below as seen in Figures
9c.

The calculated flow profiles from the PL surveys
matched well with the flowrates measured at sur-
face, indicating that there was good confidence in
the survey results.

A Selective Inflow Profile was drawn, which
could identify the individual layer pressures and
PI (Figure 10).

Based upon the above results a decision was taken
to install and cement a 5° liner in the openhole in-
terval. The water contributing intervals were iso-
lated and the oil contributing intervals were then
selectively perforated. This resulted in increasing
the oil rate from negligible to about 70 BOPD as
shown in Figure 11.

CASE STUDY 2

CSS-280 (Lower Dolomite reservoir)

This well had been completed as an open hole
producer in the Lower Dolomite formation but
the well did not produce any oil at all, although
while drilling there had been good indications of
oil presence in the formation, as per the logs.
After performing production logging in flowing
and shutin conditions the zonal contribution in-
tervals were identified, as shown in Figure 12a.
It was seen that all intervals with resistivity less
than 30 ohm-m had produced water, whereas the
oil pay interval had not participated in the produc-
tion at all, even though the pump speed had been
increased to create a higher drawdown, as seen in
Figure 12b. Hence 30 ohm-m was confirmed to be
the resistivity cutoff value for oil pay zones.

This confirmed that the water layers played a
dominant role in the production from this well.
The results of this log helped to redefine the resis-
tivity cutoff for the pay zones in this field.

CASE STUDY 3

1SS-94 (Nukhul Reservoir)

This well had been completed as an open hole cold
oil producer in the Nukhul formation but the well
soon started producing with 6000 BFPD at 100%
water cut. Another interesting observation was
that closing in this well resulted in an increase in
watercut in the surrounding wells. The surround-
ing water cut would go down again when this well
was put back on production.

Two flowing surveys (ESP at 70HZ and at 75SHZ)
and one shut-in survey of production logging
were carried out. 4 reservoir zones could be clear-
ly identified in the openhole interval, as seen in
Figure 13a. It was noticed that the productivity of
the open hole interval changed with the change in
speed of the pump.

A clear downward crossflow could be seen from
the upper to the lower intervals during the shutin
passes, as seen in Figure 13b. This explained the
reason for the increase in water cut in surrounding
wells during shut in.

PL results confirmed that the whole openhole in-
terval produced water. Accordingly, the Nukhul
formation was plugged back using cement to
eliminate the cross flow, thus reducing the water
production in the surrounding wells. This well
was recompleted to produce from the Gharandal
formation.

SUMMARY of PRODUCTION LOG-

GING RESULTS

The new Y-tool (Figure 7) along with ESP 400
series gave the ability to produce the wells up to
4000 BFPD. This is the first time such a y-tool was
used and it achieved the same rates as the actually
designed well production rates with this pump.
The pressure gauge measurements and SIP calcu-
lation confirmed the multi layer pressures within
the same formation (Figure 9).

The production log results had a significant effect
on the Issaran field development plan. Detecting
the different layer pressures through the open hole
section, identified the zones which contributed to
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increasing the water production from surrounding
wells. Layers reading up to 30 ohm-m were iden-
tified as water bearing. This led to an increase in
the resistivity cutoff for hydrocarbon production.

Figure-9a: ISS-85 flowing survey at 70 HZ

Recompletion of these wells was done,
by shutting off these lower resistivity
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zones, which led to a reduction in water
cut from over 90% to less than 50%.

Hydrocarbon producing zones were thus
better identified and Scimitar decided to
implement a new development plan for
the Upper and Lower Dolomite forma-
tions as well as the Nukhul formation.

Water holdup match
DFHMZ> F1L12

The plan is as follows:
A) Upper and Lower Dolomite formation
1) New Dirrilling wells
It was decided to complete some newly

12 [fjmin— 90[0.9232— DFHM F112— 1.0181]

Velocity match
VASPINZ-> FLI2 [ft/min}

drilled wells as cased hole producers.
This would be a pilot study, to compare
the trade-off between shutting off the
water production by casing the wells and
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the effect of the additional pressure drop
through the perforated completion upon
the productivity of the wells. Accord-
ingly, new cased wells locations have

been selected to test the whole field area
(Figure 14). A comparison between the
open and cased hole completion results is
illustrated in Figures 15a and b. In both

Depth | 2
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2100

- figures, the upper graph is for a cased pro-
| .| ducer, while the lower graph shows the

case of an open hole producer. A good oil
production (green curve) is seen from the
cased wells (upper graphs) while hardly
any oil production (green curve) is seen
from the open hole wells (lower graphs)
in both examples.

2) Current existing open hole wells
Select different injector well locations
all over the field, install 5’ liner and then
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Figure 6 Operation of the electrical probe (FlowView)
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selectively perforate the high oil satura-
tion zones for steam injection into these
zones (Figure 16). Care will be taken to
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Figure 7 Saddle bypass

avoid steam injection into highly frac-
tured zones. This will force all the steam
injection in to the oil zones which will re-
duce the heat loss to the water zones and
maximize the heat transfer to the oil zones
and pressure support.

The performance of the new liner wells
before and after steam cycle has been il-
lustrated in Figure 17 where wells CSS-
86 (Upper Dolomite) and well CSS-121
(Upper Dolomite) have been chosen to
test the idea in upper and lower forma-
tion. The figure shows that after installing
the liner and selectively perforating the

oil interval the incremental oil production

ARTIFICIAL LIFT
COMPLETION SYSTEMS
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Figure 8 New modified Y-tool

is about 40 BOPD from each well.

B) Nukhul Formation

Increasing the drawdown in the Nukhul
formation is the key factor to increase
the oil production. Therefore, producing
some Nukhul wells which have high pro-
ductivity index and high reservoir pres-
sure with the new ESP gave the ability
to increase the production up to 20000
BFPD. This also had the favorable side
effect of decreasing the water cut in some
of the surrounding wells (Figure 18).

CONCLUSIONS

1. The Issaran field, being a complex
reservoir, requires more than one moni-
toring tool for effective production sur-
veillance and to perform optimization
processes.

2. Using the modified Y-tool and new
technology PL string, helped optimize
the field production by identifying and
shutting off the super-K layers that led to
early water and steam breakthrough.

3. Reservoir management through an op-
timal field development plan is the key

. to increase production and consequently

the recoverable reserves.
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nomic recovery?

Since the oil price hike in summer 2008, the oil prices have been witnessing dra-
matic decreases worldwide. However, this year, in the shadow of ongoing unrests
in the Middle East and Africa region, oil prices have been escalating once more.
This price increase is ringing the alert bell; would $100 per barrel harm the eco-

Prepared by Mostafa Mabrouk, Vice Chairman Assistant For Economic Affairs, Ganope

Financial markets and the Organi-
zation of Petroleum Exporting Coun-
tries (OPEC) are repeating their 2008
mistake in assuming the world can
live with $100/bbl oil. There is food
price inflation in emerging countries,
and when fuel inflation is added, do-
mestic unrest develops.

Paul Horsnell at Barclays Cap-
ital in London expects oil prices
to be a political issue in 2011,
particularly in the UK where re-
tail prices are at new highs due
to increased taxes. The weak
dollar, a civil war in oil-pro-
ducing Libya, political tension
throughout the Middle East and
the earthquake in Japan all con-
tributed to the steady increases
in recent months. Threats to

oil production have increased
the odds that gasoline will cost
$4 per gallon during the sum-
mer season (the period between
April 1 and September 30) and
heavier travel months . The U.S.
Energy Information Administra-
tion put a 25% probability on
the national monthly average
retail price for regular gasoline
exceeding $4 a gallon during
summer. Crude oil prices have
been rising, but will hit $120 a
barrel are still below the $148
per barrel that coincided with
the record fuel prices in the mid-
dle of 2008 . the record of $4.07
per gallon was set in July 2008 .
With the strife in Libya unlike-
ly to end any time soon, and a

pretty weak but sill upward eco-
nomic recovery, you shouldn’t
expect any relief in summer
gasoline prices . At some point,
the price of fuel would drive up
the costs of consumer goods and
become a drag on the economy.

Total boss Christophe de Mar-
gerie told Reuters ahead of an
energy conference in Abu Dhabi
that the global economy was just
recovering. “It would have been
better for the prices not to go too
high too quickly,” he said.

The market is bullish because
there is increasing demand in
emerging markets ... it (demand)
is higher than expected. Brent
crude rose above $120 a barrel
in New York, meanwhile, US
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crude oil for May delivery rose
to settle at $ 123.45 / barrel,
while Asia crude oil delivery for
May rose to settle at $ 106.18 /
barrel. A Reuters poll showed
that US crude oil is expected
to hit $100 a barrel in the first
quarter, but a new record high
above $147 is far less likely.

Based on projections from the
EIA May 2010 report, members
of OPEC could earn $818 bil-
lion of net oil export revenues
in 2011, but this figure will defi-
nitely rise to reach $1063 billion
as a result of current events in
Libya which is not clear when
to end. In 2009, OPEC earned
$571 billion in net oil export
revenues, a 41 % decrease from
2008. Saudi Arabia earned the
largest share of these earnings,
$153 billion, representing 27 %
of total OPEC revenues.

Oil Supply in Middle East and
Africa

Non-OPEC Middle East &
Africa crude oil and NGLs pro-
duction over the medium-term is
expected to stay approximately
flat, at just over 4.2 million bar-
rels per day.

In the Middle East region,
Oman will depend on heavy oil
developments and enhanced oil
recovery projects to offset decline
rates and sustain a production
level of around 0.8 million b/d. In
this regard, good results have al-
ready been achieved at the Mukh-
anizana field using steam injec-
tion. Production at this field is
expected to increase from 90,000
b/d in 2009 to around 150,000 b/d
by 2012. In addition, Oman will
add 10,000 b/d from the Marmul
polymer injection project , 40,000
b/d from miscible gas injection
at the Harweel field and another
40,000 b/d from steam injection
at Qarn Alam field.

On the other hand, production
from Yemen and Syria is ex-
pected to decline slowly over the
medium-term. For Syria, increas-
ing water production becomes an
ever more serious problem in ma-

ture and depleting fields. Crude oil
and NGLs production in the non-
OPEC Middle East is expected to
fall slightly from 1.7 mb/d in 2009
to 1.5 mb/d in 2014.

In Non-OPEC Africa, some
growth is expected, mainly from
Sudan and Congo. In recent years,
considerable growth has occurred
in Sudan, although this has not
been as quick as anticipated just a
few years ago. Looking ahead, the
start-up of the Gumry and Meleta
fields is set to add around 100,000
b/d of capacity by 2012.

Consequently, Sudan’s crude oil
and NGLs production was expect-
ed to increase from about 470,000
b/d in 2009 to 540,000 b/d in 2014.
Production from Congo is expect-
ed to increase over the medium-
term, mainly due to increased
investments in a new onshore
development and the ramp-up in
production from deep water pro-
jects, including the M’Boundi Up-
grade, Moho /Bilondo, Haute Mer
N’Kossa and Azurite. As a result,
Congo’s crude oil and NGLs pro-
duction is anticipated to increase
from about 270,000 b/d in 2009 to
340,000 b/d in 2014. Other coun-
tries contributing to the medium-
term growth include Ghana, driv-
en by the Jubilee phase 1 (120,000
b/d) development, which started to
produce 55,000 bbl/d at 15th De-
cember, 2010, with output set to
rise to 120,000 b/d over the next
six months as more wells come
into production.

On the other hand, Egypt is pro-
jected to decline steadily from al-
most 700,000 b/d in 2009 to less
than 600,000 b/d in 2014. This is
driven by a production decline in
the Gulf of Suez, which accounts
for the majority of Egypt’s oil
production. However, the rate of
decline is expected to be limited
by the emergence of the Western
Desert as a new oil-producing re-
gion and by growing condensate
production. Crude oil and NGLs
production in non-OPEC Africa
remains fairly flat between 2009
and 2014 at around 2.6 mb/d.
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Egypt Statistics

Table 1 Egypt Rig Count per Area -March 2011 Production - February 2011

RIG COUNT
Total Percentage of Total Area

Sold Planned Oil Equivalent Gas  Condensate Liquefied Gas Total Gas & Derivatives
Million cubic feet  Million cubic feet % Barrel Barrel Barrel Barrel Ton Barrel

Gulf of Suez 10% Med. Sea 120959 146020 21588821 1381267 437034 23418122

Offshore
ED. 1936318 1936318

Mediterranean Sea

Offshore

W.D. 7003621 5981250 1496859 597925 15079655

GOS 4583884 165714 63176 174532 4987306
N.Red Sea

Offshore Delta 81027 2260893 187821 97048 2626790

Western Desert Sinai 1882615 33929 34470 76742 2027756

Offshore
Upper Egypt 29560

Sinai

Offshore

Total 168233 185272 15517025 30041607 3163583 1383282 122858 50105507

Eastern Desert Planned
Offshore

Delta
15517025 17069136

Offshore

Condensate 3163593 3408440

Rigs per Specification March 2011

e Gas & Derivatives 31424889 36151644

ol shie Standby/Stacking
3%

December 2011 January 2010 February 2011
woil 17396376 17451916 15517025
H Condensate 3675470 3637179 3163593

50105507 56629220 1 Gas & Derivatives 35676504 35532041 31424889

Average Currency Exchange Rate against the Egyptian Pound
(March 2010/ April 2011)

US Dollar | Euro | Sterling | Yen (100)
5.940 8.410 9.561 7.128

Stock Market Prices
(March 2010/ April 2011)
Company High Low

Alexa?ﬂﬁ(]’\él.igzﬁal Qils 57.86 50.71
Sidi Ker[iéllz’ggré%amicals 14.85 13.70

ICE Brent Price OPEC Basket Price

US Dollars per Barrel

US Dollars per Barrel

W
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CT & StimuLaTioN TECHNOLOGY

A division of PICO Petroleum Integrated Services established in 2008; providing a variety of
advanced Coiled Tubing, Stimulation and Pumping Technologies. ACSPT team members
have a leading edge determined by their capability to provide superior technology and best
service quality, they have very competitive skills and are able to design and render legible
stimulation solutions to improve reservoir economics and enhance the original permeability
of the pay zone. Coiled Tubing are available in 1 4", 1 12" and 1 34" sizes for low pressure and
high pressure reservoirs as well as standard and H2S reservoir conditions.

6 PICO enercy

Petroleum Integrated Services
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