
EGAS: two gas finds in 
Nile Delta and the Mediterranean

The Egyptian Natural Gas Holding Company 
(EGAS) announced two new gas finds, 
the South Abu El Naga-2 well in the 
Delta and the South el-Ameria-2 well 
in the Mediterranean.
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GPC awaits 
EGPC approval

The General Petroleum Compa-
ny (GPC) set the production plan 
for its fields in the Western Desert, 
during the current fiscal year of 
2011/2012.

The GPC aims at increasing its 
crude oil production from 43 thou-
sand to 60 thousand barrels per day 
(bpd).

The implementation of this pro-
duction plan is still subject to the 
official approval of the Egyptian 
General Petroleum Corporation 
(EGPC).

The plan includes also the evalu-
ation of 15 offshore and onshore 
wells to estimate their production 
probability. 

The GPC expects to allocate 
huge budget for the production 
plan, however no exact figures are 
disclosed yet.

Rashpetco drills deep in 
the Mediterranean

Rashid Petroleum Company 
(Rashpetco) completed the drilling 
of a new development well, Saffron 
DO ST-1 in the Mediterranean area.

The well was drilled by the En-
deavor rig, to a total depth of 6710 

feet and total investment worth $30 
million.

The monthly production rate of 
the Saffron DO ST-1, oil producing 
well, totals 11,345 barrels of oil and 
2,259,643 cubic feet of gas.
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Historic 
downgrade shocks 
the Mideast 
marketsEGPC settles payment dues 

for BG
The Egyptian General Petroleum 

Corporation (EGPC) is currently 
studying the possibility to pay BG’s 
delayed payments over three-years 
installments, with a 1.5% interest.

Over the past few months, many 
companies have been complaining 
for not receiving their payments 
on due dates. The EGPC has been 
hardly trying to find solutions for 
the lack of funds.

BG has almost a total of $500 
million delayed payment.

In over 22 years of working in 
the country, BG Group has invest-
ed with its partners over $10 bil-
lion in Egypt’s energy sector. BG 
has over proven its commitment to 
long-term investment throughout 
its long journey in Egypt, making 
it one of the country’s largest for-
eign investors.

Settlement of Out-
standing Debts:

The EGCP’s Sole 
Solution Sustain-
ing Steady For-
eign Investment

Khalda completes more drilling 
operations

P05

Khalda drilled an exploratory 
well to a total depth of 14000 feet 
through the EDC-41, with total in-
vestment $4 million.
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Libyan oil after Qaddafi’s fall
Libya is known to be one of the richest oil countries 

as it holds 40billion barrels of “black gold”, which is 
higher compared to any other country in the African con-
tinent. However, despite the vast reserves it embraces, 
the entire Libyan petroleum sector has been tightened 
and closed to the local investments solely. There have 
not been enough rooms for foreign investors to join the 
Libyan petroleum arena.

Therefore, the fall of the Qaddafi’s regime can be the 
green light to the world’s biggest energy companies to 
unlock some of the biggest oil and gas riches in the world. 
Most of foreign investors are keeping a close eye on the 

Libyan rebels and expect them to draw up new plans for 
the government in general and for the oil and gas industry 
in specific.

Libya’s production was up to 1.6 million barrels a day 
when the uprising began. It has since shrunk to 60,000.

Until the printing of this issue, the Libyan rebels were 
still fighting the Qaddafi’s forces, yet they have suc-
ceeded to seize large parts of Tripoli. The coming days 
will carry a lot of changes, which will definitely alter the 
whole map of  the North African area.

Editor-in-Chief
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Egypt News
Kuwait Energy 
hits two hydrocarbon discoveries

Apache expands Faghur Basin play

Qarun develops Aqsa field

Petrodara drills in the 
West Gharib lease

Agiba invests $3 million in 
the Western Desert

Hamra Oil explores in Alamein

Ghorab: 
crude, condensates production 
reaches 695,000 bpd

EGAS: two gas finds in 
Nile Delta and the Mediterranean

Maridive: 36-million profit in H1

Kuwait Energy Company KSCC, 
one of the fastest growing inde-
pendent oil and gas exploration and 
production companies in the Mid-
dle East, revealed two hydrocarbon 
discoveries in the GPZZ-4 and Al 
Ahmadi-1 wells located in the Abu 
Sennan concession in the Western 
Desert.

“We have registered yet another 
success in Egypt with these discov-
eries.  Production testing on both 
wells is still ongoing to assess the 
volumes and commerciality of the 
hydrocarbon shows.  We look for-
ward to encouraging results, as well 
as continued success in Egypt,” said 
Sara Akbar, Kuwait Energy Deputy 
Chairman and CEO. 

The Abu Sennan concession 
is operated by Kuwait Energy in 
which it holds a 50% working in-
terest with the remainder being held 
by Beach Energy Limited (22% 
working interest) and Dover Petro-
leum (28% working interest).

The two new discoveries bring 
the total number of discoveries 
since 2008 by Kuwait Energy in 
Egypt to 13.

The GPZZ-4 well was drilled first 
as part of a six-well drilling pro-
gram in the Abu Sennan concession. 
During initial drilling, hydrocarbon 
shows were found in the lower and 
upper Bahariya Formations, and the 
Abu Roash “G” Member.

The second well, Al Ahmadi-1, 

has also encountered hydrocarbon 
shows within the Kharita Forma-
tion, the lower Bahariya Formation, 
the Abu Roash “G” Member and 
the Abu Roash “E” Member.

Apache Corporation reported 
five new oil discoveries in its Fa-
ghur Basin play in the far south-
west of the Western Desert.

Apache also said that the AG-
96 development well in the Abu 
Gharadig Concession tested 3,347 
barrels of oil and 1 million cubic 
feet (MMcf) of natural gas per day 
from the Lower Bahariya forma-
tion. The well — drilled on acre-
age acquired from BP in late 2010 
— is expected to lead to several 
additional wells before year-end.

The list of discoveries at the Fa-
ghur Basin included: West Kalab-
sha-I-4 (the well flowed 7,150 
barrels of oil per day and 11.4 
million cubic feet (MMcf) of gas 
per day), Faghur North-1X (Com-

bined tests had a rate of 1,444 
barrels of oil and 3.9 MMcf of gas 
per day), Faghur South-1X, Huni-
1X (the well tested 970 barrels per 
day from the AEB-3E sand) and 
Neith North-1X logged 20 feet of 
net pay in the AEB-3 sands and 57 
feet of net pay in the Safa sands.

“The Faghur Basin continues 
to be a successful focus area for 
Apache, with AEB, Safa, and now 
Paleozoic reservoirs that have 
proven to be prolific oil and gas 
producers. These recent discover-
ies support the multi-pay potential 
of this oil-prone area of the West-
ern Desert,” said Tom Voytovich, 
Vice President of Apache’s 
Egypt Region. “The Huni and 
Neith North discoveries continue 

Apache’s recent exploration suc-
cess in the eastern area of the Fa-
ghur Basin. 

“These discoveries and produc-
tion from the Tayim development 
lease approved during the revolu-
tion period illustrate the fact that 
Egypt’s energy sector is continu-
ing to move forward,” Voytovich 
said. “Our recent drilling success-
es provide clear evidence of the 
exploration potential on Apache 
acreage in Egypt and the benefits 
of working in stacked-pay areas.”

Apache’s current gross operated 
production in Egypt counts for 
approximately 215,000 barrels of 
oil and 900 MMcf of gas per day, 
including 40,000 barrels of oil per 
day from the Faghur Basin.

Qarun Petroleum Company (QPC) 
drilled a new development well, 
AQSA-14 in the Western Desert, with 
an estimated cost of $1.153 million. 

According to a top official at the 
company, the drilling depth averaged 
9525 cubic feet and the well was 

drilled by the EDC-19 rig, in the Abu 
Gharadiq Basin.

Back to September 2010, QPC 
completed the development of Aqsa 
well 5 as oil, after it was drilled to the 
Lower Bahariya Formation.

Dara Petroleum Company (Pet-
rodara) completed the drilling of a 
new development well, Arta-23, on 
the West Gharib lease, in the Eastern 
Desert area.

Petrodara, a subsidiary of Transglobe, 
drilled the well to a total depth of 5000 
cubic feet, through the ECDC-6 rig, 
with investment worth $800 thousand.

This drilling operation is part of the 
company’s drilling program for the 
fiscal year of 2011/2012.

In august 2008, TransGlobe ac-
quired an additional 25% in eight 
development leases for $18 million. 
The leases included Fadl, Hoshia, 
Hoshia North, Hoshia West, Hoshia 
East, Rami South, Arta and Arta East, 
on West Gharib contract from its part-
ner. This acquisition deal increased 
TransGlobe’s holdings to a 100% 
working interest on all nine leases.

Agiba Petroleum Company suc-
cessfully drilled a new exploratory 
well, Zarif-1X, located south in the 
Meleiha field, onshore the Western 
Desert.

Agiba invested $3 million for this 
drilling operation, which was held 
through the Sino Tharwa-8 rig.

The Zarif-1X was drilled to a total 

depth of 10000 cubic feet.
Agiba is the joint venture between 

Eni SPA with 56%, Lukoil Overseas 
24% and the International Finance 
Company (IFC) with 20%, with the 
state-owned Egyptian General Petro-
leum Corporation (EGPC) holding 
the remaining 50%.

El Hamra Oil Company completed 
the drilling of the Alamein North 
East-1 (NE-1) exploration well in the 
Alamein-Yidma concession, as an oil 
producer.

The company allocated $1.25 mil-
lion-investment for the NE-1 well, 

which showed initial production re-
sults of 200 barrels of oil at the Kharita 
formation.

El-Hamra is the joint venture be-
tween the Egyptian General Petroleum 
Corporation (EGPC) and the Ameri-
can IPR Group.

The Egyptian Minister of Petro-
leum Abdallah Ghorab declared 
that the Egyptian crude and con-
densate output stands at 695,000 
barrels a day (bpd).

Ghorab highlighted that negoti-
ations are still held with the Jorda-
nian and Israeli officials to amend 
the prices of the exported Egyp-

tian natural gas to bring them in 
line with global prices.

Egypt holds Africa’s sixth-larg-
est crude oil reserves, with 4.5 
billion barrels, and the continent’s 
third-biggest gas reserves, with 
78 trillion cubic feet (2.2 trillion 
cubic meters), according to data 
from BP Plc.

The Egyptian Natural Gas 
Holding Company (EGAS) an-
nounced two new gas finds in the 
Nile Delta and the Mediterranean.

The South Abu El Naga-2 well 
in the Delta and the South el-
Ameria-2 well in the Mediter-
ranean host total recoverable re-
serves of 194 billion square feet, 

EGAS said in a report to Minister 
of Petroleum Abdullah Ghorab.

A recent report by Business 
Monitor International (BMI) has 
forecast an increase in Egypt’s 
production of natural gas from 66 
to 95 billion cubic meters over the 
years between 2010 and 2020, re-
cording a 43.93 percent rise.

According to the report posted 
on the Cabinet’s Information and 
Decision Support Center, the in-
crease would secure the flow of 
foreign currency and ease the 
impact of the import bill, given 
Egypt’s great potential for export-
ing gas.

Maridive and Oil Services posted a 37 percent 
increase in first-half profit and analysts said it had 
secured more construction contracts than in the 
same period of 2010, said the company in a state-
ment.

The biggest oil services firm by fleet size in the 
Middle East said earnings before minority inter-
ests were $36.2 million, up from $26.4 million a 

year earlier.
Revenue for the first half soared 45 percent to 

$204.8 million, up from $141 million a year ear-
lier.

However, quarter-on-quarter earnings declined 
by 12 percent as operations at Maridive’s Indian 
ONGC project stopped in mid-May during the 
monsoon rainy season.

The firm said operations there would resume 
in October.

Maridive said it was able to win contracts for 
two marine units for Tunisia and Nigeria while a 
third unit from India would be used this month in 
Saudi Arabia.

The firm said in a statement it had finished a 
large section of its Saudi Arabian Aramco project 

and expected it to finish by the fourth-quarter of 
2011.

Maridive, which serves BP Plc , Kuwait Oil 
Company, Royal Dutch Shell Plc (RDSa.L: 
Quote), Saudi Aramco, Qatargas, Total and other 
oil companies, owns over 60 marine units and has 
contracted to receive about six vessels and one 
barge by 2012.
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Khalda com-
pletes more 
drilling 
operations

Dana Petroleum hits new discoveries MENA to acquire 55% 
interest offshore Egypt

New Discovery in the Western Desert

Khalda Petroleum Company contin-
ues its drilling program in the Western 
Desert in the context of the fiscal year 
of 2011/2012.

Khalda drilled an exploratory well 
to a total depth of 14000 feet through 
the EDC-41, with total investment $4 
million.

According to recent data, the Compa-
ny’s production rate reached 4,471,860 
barrels of oil and 4,447,143 cubic feet 
of gas in last June 2011.

Khalda is a joint venture equally held 
by Apache and EGPC 50%.

Dana Petroleum revealed two new discov-
eries in the Lorcan oil field in North Zeit Bay 
and in the Beni Suef concession.

The company said in a statement that both 
discoveries would add up to 5,000 barrels of 
oil a day to the total company’s production. 
“Good quality” oil-bearing sands were found 
while drilling nearly 7,500 feet in the Lorcan 
oil field in North Zeit Bay, while in the Beni 
Suef Concession, oil was found in the Upper 
Bahariya formation.

Tom Cross, Chief Executive said the dis-
covery had exceeded Dana’s expectations.

“The very strong flow rates, combined with 
its onshore location and proximity to Dana’s 
East Zeit oil production base, make Lorcan an 
extremely attractive development opportunity.”

Cross added, “Dana will seek to bring this 

oil on stream at the earliest opportunity… 
Although the exploration outcomes at Bam-
boo and Monkwell are disappointing, they do 
follow Dana’s recent exploration successes 
at Papyrus, in the offshore Nile Delta and at 
Platypus, in the UK Southern North Sea, both 
of which have demonstrated robust economic 
gas developments”.

Belayim Petroleum Company (Petrobel) 
completed the drilling of a new development 
well (113-176) in the area of Sinai, as oil pro-
ducing.

The investments allocated for this develop-
ment well total $2.5 million.

The drilling reached a total depth of 10000 
feet, through the Sino Tharwa-1 rig.

The current production rate of Petrobel 
stands at 4,036,757 barrels of oil.

MENA Hydrocarbons Inc. 
announced that it received 
an approval for the acquisi-
tion of a 55% participating 
interest in the West Mediter-
ranean, Block 1, Segment A 
block located 60 km off the 
Mediterranean coast.

It is proposed that the ac-
quisition be completed by 
an indirect wholly owned 
subsidiary of MENA. An 
agreement with the cur-
rent operator, Hess Egypt 
West Mediterranean Lim-
ited, has been signed as of 
May 31, 2011. The acquisi-
tion was subject to rights of 
pre-emption in favor of the 
existing co-venturers. The 
co-venturers decided not to 
pre-empt and have also given 
their consent to the transac-
tion. MENA intends to seek 
appointment as operator fol-
lowing the outstanding ap-
proval of the Egyptian Gen-
eral Petroleum Corporation 
and the Egyptian Govern-
ment and the completion of 
other customary closing con-
ditions.

Five gas or gas-condensate 

discoveries have been made 
on the block. The block is 
under standard commercial 
terms for Egyptian conces-
sions. The offshore devel-
opment lease governing the 
block is valid for 20 years 
from the date of first gas 
deliveries, with an optional 
five-year extension. The pur-
chase price is US$7.5 million 
(subject to adjustments) pay-
able in cash.

Graham Lyon, President & 
Chief Executive Officer of 
MENA said, “We are another 
step further in implementing 
MENA’s strategy of building 
a portfolio of development, 
production and high impact 
exploration assets and are 
pleased to have passed this 
important step in project 
capture for MENA in such 
a short time. We will work 
with our co-venturers and the 
authorities to proceed in this 
development license to a prof-
itable venture and address 
the significant exploration 
potential.”

Badr El Din Petroleum Co. announced a new discovery with a 
production rate of 12 million cubic feet of gas and 5000 barrels of 
condensate per day in the Western Desert.

“Over the past year we have made three oil discoveries that 
produce at a rate of 4,500 barrels of oil per day,” Mohamed Nagi, 
Chairman of the company said in an interview with Gulf Oil & 
Gas.

The production is expected to start in next November. The dis-
covery is part of the company’s 2010/2011 fiscal year results.

Nagi said that the company had developed 22 wells on a new 
production map, producing about 14,000 bpd and 160 Mmcf/d 
of gas.

He further added that extensive drilling program was carried 
out to increase the chances of finding new discoveries, put it on 

the production and increase rates of drilling exploratory and de-
velopment wells
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Africa News

Tanzania has awarded oil and gas exploration rights for 
the northern side of Lake Tanganyika to a subsidiary of 
French energy company Total SA, announced its state-run 
petroleum agency.

The Tanzania Petroleum Development Corporation 
(TPDC) said in a statement on its website, Total E&P Ac-
tivites Petrolieres beat eight other bids from Australian, 
Canadian, British and American companies for the Lake 
Tanganyika North Area block.

“Total E&P Activites Petrolieres has shown to be able 
to comply with the minimum work commitment and has 
superior technical as well as a financial capability over the 
other bidders to undertake exploration in the Lake Tang-
anyika north area,” TPDC said.

Interest in East Africa as a new hydrocarbon region has 
been heating up in recent years after major discoveries of 
oil in Uganda and natural gas in Tanzania and Mozam-
bique.

It is worth mentioning that Lake Tanganyika is shared 
between Tanzania, Democratic Republic of Congo 
(DRC), Burundi and Zambia.

TPDC has divided the Tanzanian side of Lake Tang-
anyika into two blocks, with the southern portion awarded 
to Australia’s Beach Energy in 2008.

The list of companies that submitted bids for the oil and 
gas exploration rights in the Lake Tanganyika north area 
includes Beach Energy, Aminex Plc, Ophir Energy and 
US independent ERHC Energy.

From the other side, Brazilian Petroleum Company 
Petrobras plans to start exploration in September for oil 
and gas off the coast of Tanzania, which is known to have 
significant gas deposits.

Tanzania postponed its fourth deep offshore bidding 
round to next year to allow it to offer new blocks discov-
ered by a latest seismic survey.

The bidding round, which was initially scheduled for 
April, was expected to invite bids for 13 deep offshore 
blocks located around 1,200 and 3,000 meters below sea.

Among the 17 firms that hold exploration blocks in 
Tanzania are France’s Maurel & Prom, Norway’s Statoil, 
Royal Dutch Shell and Ras al-Khaimah Gas Commission 
of the United Arab Emirates.

China has secured more exploration rights in Sudan, an 
outcome of the bilateral meeting between the leaders of 
the two countries to step up relations. 

Sudan’s Foreign Minister Ali Ahmed Karti confirmed 
the news soon after the high level meeting ended between 
Chinese Foreign Minister Yang Jiechi and Sudan’s Presi-
dent Omar Hassan al-Bashir, Reuters reported.

Karti said, “President al-Bashir told the Chinese min-
ister that Chinese firm (China National Petroleum Corp) 
CNPC will be granted the right to explore oil in three new 
blocs.” He further added that China would be developing 
more than one oil field without divulging the details of 
the projects.

China is a strong ally of Sudan and one of the aggres-
sive explorers and buyers of oil in the region.

Nigeria’s state-oil company NNPC revealed its decision 
to reduce its stake in the long-delayed Brass Liquefied 
Natural Gas (LNG) project from 49 percent to 30 percent.

Four out of the 19 percent stake are offered to LNG 
Japan, which is jointly owned by trading firms Sumitomo 
and Sojitz and three percent to Itochu. A further two per-
cent was offered to a joint venture between Nigeria’s Sa-
hara Energy and U.S.-based Sempra Energy.

NNPC said that this reduction aims at securing much-
needed investment. “NNPC has secured a $2 billion loan 
from a Japanese consortium, led by Japan Bank for Inter-
national Co-operation, to help fund its share of the pro-
ject… Everyone is looking to invest and we have invited 

others to join. It is a time everyone is looking to alterna-
tives and the Japanese have been very interested in this 
project,’ a NNPC spokesman said.

He further added that shareholders are expected to 
make a final investment decision on the project in the first 
quarter of next year.

Last July, Brass LNG opened construction bids for on-
shore and offshore works and for a sub-sea pipeline. The 
project has suffered from years of delays of a lack of in-
vestment and the country’s focus on crude oil production.

It is worth mentioning that the shareholders of Brass 
LNG include multinational energy firms, such as Eni, 
ConocoPhillips and Total.

ADX Energy announced a Sale and Pur-
chase Agreement to buy back a 20% interest 
in the Lambouka Prospect Area in the Kerk-
ouane Permit from Carnavale Resources and 
the cancellation of the option of CAV to pur-
chase an interest in that part of the Lambouka 
Prospect that extends into Italian waters.

According to the terms of sales, ADX will 
issue to CAV 11,172,535 shares. Approxi-
mately 70% of the shares will be subject to 
an escrow period on a phased basis upon the 
payment of $765 thousand by CAV to ADX 

for past joint venture costs and satisfaction 
of other conditions precedent. Moreover, In 
the event that production is derived from a 
development of hydrocarbons discovered in 
the Lambouka #1 well drilled in 2010 ADX 
will pay two production payments of $1mil-
lion each; “Production payment 1” after six 
months of continuous production and “Pro-
duction payment 2” after 12 months of con-
tinuous production.

The sale is subject to joint venture pre-
emption.

In early 2010, ADX farmed out a 20% inter-
est in the Lambouka Prospect Area to CAV 
to provide funding for the Lambouka-1. Lam-
bouka is located approx. 70 km North East of 
onshore Cap Bon in the Sicily channel.

The Lambouka-1 well intersected a gas 
column interpreted based on comprehensive 
LWD (logging while drilling) and a wireline 
logging data set which was recovered during 
the drilling of the well. Unfortunately due to 
instability of the borehole while drilling and 
evaluating Lambouka, it was not possible to 

test the well.
Upon conclusion of this transaction ADX 

will hold a 50% interest in the Lambouka 
Prospect Area. ADX holds a 100% interest in 
the remaining Pantelleria License area, over 
which some Kerkouane participants have op-
tions, and the Kerkouane Permit area. ADX 
operates all licenses and has recently an-
nounced the award of the adjacent offshore 
exploration permit d 364 C.R-.AX in Italian 
waters acquired at 100% equity interest.

Pacific Drilling announced that 
its ultra-deepwater drillship the 
Pacific Bora commenced opera-
tions at the Aghami Field in Nige-
ria, at the beginning of last August.

The Pacific Bora, an upgraded 
Samsung 10,000 design dynami-
cally positioned drillship capable 
of operating in moderate to harsh 

environments, is contracted for 
three years to a wholly owned 
Chevron subsidiary.

The rig is characterized by its 
capability of operating in water 
depths of up to 10,000 feet, using 
183⁄4” BOP and 21” OD marine 
drilling riser and drilling wells 
37,500 feet deep.

Victoria Oil & Gas (VOG) has 
acquired one third of a 6.8 percent 
royalty interest in its 95% owned 
Logbaba gas and gas condensate 
project in Cameroon from PR 
Marriott Drilling (PRM), accord-
ing to Energy Pedia.

In the context of this acquisi-
tion, the company increased its 
operating income from the Log-
baba project by 2.9 percent. 

Through its wholly owned 
subsidiary Rodeo Development, 
VOG entered into an agreement 
with CHL part of which provided 
for a royalty payment on produc-
tion from the Logbaba gas and gas 
condensate project in Cameroon. 
The royalty is calculated on a slid-
ing scale averaging 6.8 percent of 
project revenues over a 20 year 
anticipated project life.

“This acquisition is a value cre-
ative long term investment by the 
Company that should return mul-
tiples of the $6 million considera-
tion over the project life and add 
considerably to project returns to 
shareholders,” commented Kevin 
Foo, Chairman of VOG.

Under the terms of the Acqui-
sition, VOG has purchased 58 
percent of PRM’s shares in Cam-
eroon Holdings for a considera-
tion of $2.5 million in cash and 
drilling equipment to the value of 
$1 million. VOG has also agreed 
to purchase the remaining 42 per-
cent of PRM’s interest in CHL in 

90 days for a cash consideration 
of $2.5 million.

Last April, the company re-
ceived an exploration license for 
the development of Logbaba Field 
by Presidential Decree.

Logbaba has proven and prob-
able reserves of 212 billion cubic 
feet of gas (35.3 million barrels 
of oil equivalent) and the Com-
pany expects gas sales of 8 mil-
lion standard cubic feet per day 
(mmscf/d) in the first year of oper-
ations rising to 44 mmscf/d (7,300 
barrels of oil a day equivalent) by 
the end of 2014. The pipeline has 
a capacity of 60 mmscf/d, which 
is anticipated to be of sufficient 
size for the Douala industrial mar-
ket over the medium term.

The Company’s current proved 
and probable reserves are suffi-
cient to supply an average of 30 
mmscf/d for the next 20 years. 
In the longer term, as further re-
serves may be proven, gas may be 
supplied to large gas fired power 
stations connected to the grid, 
with VOG either investing in an 
independent power producer joint 
venture or selling the gas to third 
parties. Condensate separated 
from the gas at the process plant 
will be stabilized and stored for 
export to the Sonara refinery at 
Limbe. Condensate production is 
forecast at the rate of 20 barrels 
per million cubic feet of gas.

Total secures exploration permits 
in Tanzania

China to explore in Sudan

Nigeria’s NNPC to reduce its stake 
in Brass LNG

ADX Energy buys back 20% interest in Lambouka, Tunisia

Chevron spuds well in 
Nigeria

Victoria Oil & Gas acquires 
more royalty interest on-
shore Cameroon
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Iraq has awarded a $471.7 million contract 
to the Italian group Saipem, for the expansion 
of an oil export facility and sub-sea pipeline to 
Italian group Saipem.

According to the terms of contract, Saipem 
will build a single point mooring buoy (SPM) 
with an export capacity of 900,000 barrels per 
day (bpd) and construct a 50-kilometre pipe-
line to transport crude from storage depots in 
Iraq’s southern Faw peninsula to the new float-
ing terminal, reported Reuters.

The Italian group is expected to complete 
engineering, procurements and construction 
work within two years, which will be followed 
by a second phase of a “wider expansion”.

In addition to Saipem, three other compa-
nies submitted bids for the contract, including 
Leighton Offshore Private Ltd, National Pe-
troleum Construction Co. (NPCC) and J. Ray 
McDermott, a part of U.S.-based engineering 
and construction company McDermott Inter-
national Inc. 

The awarded contract includes building two 
marine pipelines and one onshore pipeline and 
installing four single point moorings for load-
ing oil tankers at a total cost of about $1.3 bil-

lion. 
The whole management consultancy ser-

vices of this expansion project are held by the 
Foster Wheeler AG.

Last year, Leighton Holdings, , Australian 
construction contractor signed a $733 million 
contract with Iraq’s South Oil Company to ex-
ecute the first stage of installing moorings and 
pipelines in the Gulf, off Iraq’s coast. 

As an attempt to increase its production 
capacity to 12 million bpd by 2017, Iraq has 
awarded a series of massive oilfield develop-
ment contracts to major companies, such as 
Shell and BP.

According to Reuters, Iraqi export infra-
structure is outdated and lacks the capacity 
to handle Iraq’s future expected output raise. 
Iraq is currently exporting an average of 2.2 
million barrels per day and expects to export 
2.5-milllion bpd in 2012. 

Iraq is adopting a renovation program for 
two other existing oil terminals in south Basra, 
after completing the first expansion plan,

Iraq aims at building a strategic pipeline that 
will be extended from the fields of southern 
Basra to Syria and Turkey.

Venezuela will host a summit for bilateral 
talks with Iran during this month as the two 
member states of the Organization of Petro-
leum Exporting Countries (OPEC) aims at 
strengthening their alliance.

According to a statement by the Venezue-
lan Foreign Ministry, President Hugo Chavez 
spoke to Iran’s President Mahmoud Ahmedi-
nejad to organize the summit and “agreed on 
the need to boost the levels of coordination 
within OPEC” in a bid to combat “the adverse 
effects of the economic crisis faced by the 
world’s dominant powers.”

The two leaders spoke on the implications 

of “imperial aggressions” against countries 
such as Libya and Syria.

In June, Iran and Venezuela, both known to 
be fierce oil-price hawks, worked together to 
block an OPEC agreement to raise oil output, 
while opponents, including Saudi Arabia, said 
they planned to increase production to meet 
higher demand.

Within Venezuela, Iran is helping with fi-
nancing and construction of housing units, 
part of an initiative by Chavez as he prepared 
to bid for another six-year term in next year’s 
elections.

Seadrill, seeking to strengthen its presence 
in the Middle East, has been awarded two 
new contracts by AL-Khafji Joint Operations 
(KJO) in the joint development zone between 
the Kingdom of Saudi Arabia and Kuwait for 
the jackup rigs West Triton and Offshore Res-
olute.

According to contracts, both rigs are for a 
firm period of three years plus the time re-
quired to mobilize to the Arabian Gulf. Each 
contract also includes an option for KJO to ex-
tend the term for a further one year.

“These new contracts will strengthen the 
relationship with KJO, one of the key custom-
ers in the Arabian Gulf. In addition, relocating 

two rigs for term work and at attractive mar-
ket rates serves our strategic desire to increase 
our long term presence in this active oil and 
gas region,” commented Alf C. Thorkildsen, 
Chief Executive Officer of Seadrill Manage-
ment AS.

Seadrill is an international offshore drilling 
contractor with main offices in Norway, Sin-
gapore and the UK. The company’s fleet in-
cludes harsh-environment semi-submersibles, 
jack-ups, shallow and deep-water tender rigs, 
deep-water drillships and a specialized FPSO. 
In addition, Seadrill provides platform drilling, 
well intervention and engineering services.

Iran announced the discovery of new 
gas field, with an estimated 495 billion 
cubic meters of gas.

Iran’s Deputy Oil Minister Ahmad 
Qalebani said in a press conference that 
the new discovery is worth $133 bil-
lion. “A total of 658 million barrels of 
oil equivalent (boe), from the 1.5 billion 
boe field, are recoverable,” he added.

in the course of its fifth five-year de-
velopment program to 2015, Iran aims 

at discovering 2.5 billion barrels of re-
coverable oil and 23 trillion cubic feet 
of gas.

The Iranian Oil Ministry has also con-
firmed that it has received $1.33 billion 
from Indian in overdue payments for 
shipments of natural gas. A debt of $5 
billion arose as international sanctions 
against Iran prevented direct payment 
from India. The new arrangement is for 
payment through a proxy in Turkey. 

Shell signed an official agreement with the 
Iraqi officials to capture and exploit associat-
ed gas from its giant southern oil fields, which 
will increase its production to two billion 
cubic feet a day (bcfpd), according to Dow 
Jones Newswires.

Shell, jointly with Japan’s Mitsubishi, 
signed a final draft deal with the Iraqi Oil 
Ministry in last July to develop gas produc-
tion in southern Iraq.

The deal is still subject to final approval 
from the Baghdad government.

According to Dow Jones, Baghdad holds 
51% shares of this 25-year investment project, 
while the remaining 49% are held by Shell 
(44%) and Mitsubishi (5%). The project will 
be implemented through the establishment of 
the joint-venture, Barsa Gas Company (BGC), 
with total investments count for $17.2 billion; 
out of which $12.8 billion would be spent on 
rehabilitation of existing infrastructure and 
building new ones, while an additional $4.4 

billion is required for a liquefied natural gas 
facility to be built by Shell and Mitsubishi.

The needed finance will be divided as fol-
low: Baghdad will contribute $5.236 billion 
in the venture, some $1.524 billion of which 
is existing infrastructure. While Shell and 
Mitsubishi need to contribute nearly $7 bil-
lion. Both companies suggested the offering 
of a $1 million to the Iraqi side as an optional 
loan. However, the remaining money will be 
financed through the venture’s returns, ac-
cording to the Oil Ministry.

The main target of the new JV is to deliver 
gas to Iraq’s domestic market to fuel-starved 
Iraqi power plants, but it would then export 
the extra gas after meeting local need. The 
planned LNG terminal would handle the ex-
port of 600 million cubic feet a day.

It is worth mentioning that the JV would 
sell produced gas to Iraq’s state South Gas 
Company, or SGC, at international standard 
pricing. The crude and gas linked pricing for-
mula in the agreement summary implies that, 
at Brent price of $75 a barrel, the BGC joint 
venture would get $3.22 per million British 
thermal units of dry gas sold to SGC. But the 
SGC would have to sell the gas it buys back 
from the joint venture at just $1.04/mmbtu to 
Iraqi power plants and industry, meaning the 
SGC would pay huge subsidies, which would 
further increase if world’s gas prices rise. 
Iraq estimates, however, it should still make 
around $31.1 billion over the 25 years of the 
project from taxes, fees and the raw gas sales 
to the joint venture, the document said.

Saipem receives $471-million 
Iraqi deal

Venezuela, Iran seek to strengthen ties

Seadrill reinforces activities in the Middle East 

Iran: new $133 billion gas field

Shell to produce 2 billion cfpd Iraqi gas
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Downstream

Gulf Keystone Reports Significant Sheikh Adi 
Resource Potential

Gulf Keystone today announced results of an independent preliminary evalua-
tion of the Sheikh Adi resources by Dynamic Global Advisors (DGA), independent 
Houston-based exploration consultants.

The DGA report, based on Sheikh Adi-1 wireline logging data, core samples, 2D 
and 3D seismic and regional data, has indicated a significant range of between 1 bil-
lion barrels and 3 billion barrels of gross oil-in-place volumes calculated on the P90 
to P10 basis, with a P50 estimate of 1.9 billion barrels.

Gulf Keystone has completed drilling of Sheikh Adi-1, the first exploration well 
to be drilled on the Sheikh Adi structure, to a TD (total depth) of 3,780 meters in 

stone included independent evaluation of the Shaikan discovery, including a major 
revision of the gross oil-in-place volumes (4.9 billion barrels to 10.8 billion barrels 
calculated on the P90 to P10 basis) announced in April 2011.

John Gerstenlauer, Gulf Keystone’s chief operating officer commented: “This in-
dependent report demonstrates the potential of the Sheikh Adi block with between 1 
and 3 billion barrels of gross oil-in-place. This report reinforces our belief in having 
encountered yet another potential world class oil source. We plan to further evaluate 
the Sheikh Adi structure and define and assess this complicated geological structure. 
The Sheikh Adi oil-in-place numbers are all the more significant due to our 80 per-
cent interest in the block. These numbers are in addition to 7.5 billion barrels of P50 
oil-in-place at Shaikan, 2.4 billion barrels of P50 oil-in-place at Akri-Bijeel and 1.9 
billion barrels of estimated petroleum-initially-in-place at Ber Bahr. This report fur-
ther demonstrates the world class nature of Gulf Keystone’s assets in the Kurdistan 
Region of Iraq.”

Siemens and Van Oord supply EDF’s 
Teesside offshore wind farm

EDF Energy Renewables selected Siemens to provide its 2.3 MW wind turbines for 
the 62 MW Teesside Offshore Windfarm, UK.

Dutch company Van Oord will provide the balance of plant, including foundations 
and sub-sea cabling. 

EDF started work on the 27-turbine offshore wind farm in November 2010, which 
is expected to start power production towards the end of 2012.

EDF Energy Renewables CEO, Christian Egal, said, “We are extremely happy to 
have closed the Wind Turbine and Balance of Plant contracts with two very experi-
enced companies in the offshore wind industry. The Wilton based team led by Tim 
Bland is looking forward to delivering the construction phase of this project along-
side Siemens and Van Oord.”

the Triassic zone. A series of flow tests will now be per-
formed on a number of Jurassic zones in the Sheikh Adi-
1 well. Testing in the Triassic zone will not be possible 
due to issues relating to casing integrity at these depths.

The Sheikh Adi block is located immediately to the 
west of the Company’s Shaikan block, where a major 
discovery was made in 2009. Gulf Keystone is the Oper-
ator of the Sheikh Adi block with an 80 percent working 
interest and is carrying the Kurdistan Regional Govern-
ment’s 20 percent working interest in the block.DGA’s 
previous assessments of assets on behalf of Gulf Key-

Egypt’s Sidi Kerir Petrochemicals Company 
(Sidpec) aims at maintaining a production rate 
of 220,000 tons of polyethylene and 275,000 
tons of ethylene according to Ashraf Bahaa eL-
Din el-Bakly Chairman and CEO of the com-
pany.

“About 60% of our production will be allo-
cated for local market, while the remaining 40% 
will for destined for exports,” said el-Bakly in 
an interview with Youm7 Newspaper.

El-Bakly highlighted that the company com-
pleted the establishment of the Egyptian Compa-
ny for Ethylene and Derivatives in cooperation 
with the Holding Company for Petrochemicals 

and Egyptian Gas Company “GASCO” with a 
total investment of $8 billion.

“We control 20% stack of the new company,” 
the CEO was quoted as saying.

The CEO said that the investments will be fi-
nanced from 65 % loans and the remaining 35 % 
of finance, adding that Sidi Kerir’s stake will in-
clude ethylene plant’s license with 460,000 ton 
amount to $8.9m as well as Butadiene unit with 
20,000 ton a year, in addition to lands purchased 
in the past few years.

Sidpec is a joint stock company and produces 
ethylene and polyethylene.

Shell Global Solutions International has signed an 
agreement with the South Refineries Company of Iraq 
for the provision of technology licenses to a refinery 
located in Basrah.

Shell Global Solutions will provide a license for a 
sulphur recovery unit and visbreaker unit as part of 
the agreement.

Together with the refinery expansion, these tech-
nologies will contribute to optimize operations at the 
Basrah refinery, significantly boosting capacity.

The sulphur recovery unit is likely to enable the 
refinery to meet and exceed world standards for emis-
sions whilst the tiebreaking unit will help increase 
overall upgrading, building a future proof solution for 
the long-term.

The upgrading of the refinery with Shell Global So-
lutions’ leading technologies will contribute to fulfill-
ing Iraq’s expected future demand for oil products.

“These license agreements demonstrate Shell 
Global Solutions’ commitment to the country and 
the development of this sector, as part of the Shell 
Group’s long-term strategy in Iraq. We are involved in 
oil production through our Majnoon field operations, 
we signed a Heads of Agreement (HOA) in 2008 to 
capture and monetize gas being flared in the Southern 
Iraq fields, and we are now entering the downstream 
sector in Iraq, a key growth market” said S. Ozmen, 
Vice President Licensing, Shell Global Solutions.

“The contracts awarded to Shell Global Solutions 
reflect the competitive value proposition these tech-
nology licenses presented. We expect the technology 
to spearhead the revamp of the Basrah refinery, which 
is likely to lead to its best in class status,” said Hanna 
Al-Jadaa, Project Director, South Refineries Com-
pany.

Saudi Aramco and Dow Chemical is to joint-
ly build and operate a world-scale, fully inte-
grated chemicals complex in Jubail Industrial 
City, Kingdom of Saudi Arabia.

Both companies will establish a joint ven-
ture, Sadara Chemical Company, comes after 
an extensive project feasibility study and front-
end engineering and design effort, which be-
gan in 2007.

The $20 billion project will compromise 26 
units building on Saudi Aramco’s project man-
agement and execution expertise, and utilizing 
many of Dow’s industry leading technologies, 
the complex will be one of the world’s largest 
integrated chemical facilities, and the largest 
ever built in a single phase.

Construction will begin immediately and the 
first production units will come on line in the 
second half of 2015, with all units expected to 
be up and running in 2016. Once operational, 
Sadara is expected to deliver annual revenues 
of approximately $10 billion within a few 
years of operation and generate thousands of 
direct and indirect employment opportunities 
through the complex and related investments 
in downstream value parks.

The complex will include a world scale 
cracker that will be able to crack a wide range 
of feedstock and be supplied by Saudi Ara-
mco’s extensive integrated hydrocarbon infra-
structure.

The Ghanaian government has secured an 
$800 million Chinese loan to be used for the 
development of gas infrastructure in the coun-
try, announced Seth Tekper, the Deputy Minis-
ter for Finance and Economic Planning. 

Keeping the Chinese company name unre-
vealed, Tekper told Dow Jones Newswires that 
the project, which is expected to get underway 
at the end of this month, would produce first 
gas at the end of next year or early 2013. 

George Sipa-Yankey, acting chief executive 
of the Ghana Gas Company clarified that the 
facility is expected to produce 120 million cu-
bic feet of gas, but initially the company does 
not intend to export any of the gas produced.

Ghana has suffered from severe shortages 
of liquid petroleum gas due to capacity con-

straints at the Tema refinery.
Commenting on this shortage, Emmanuel 

Armah-Kof Buah, the Deputy Energy Minister 
said, “The shortage has been due to increased 
use of gas in the country. LPG usage, as of 
the year 2008 was 5,000 metric tons a week, 
but now it has increased to 8,000 metric tons 
a week and over 250,000 metric tons a year, 
hence the shortage in supply”.

Sidpec: 60% of production will target 
local market

Shell Solutions provides technology 
for Basrah refinery

Aramco, Dow launch $20 billion project

Ghana secures $800 million Chinese 
Loan for Gas Infrastructure
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Described as the first time ever in America’s 
history, the downgrade announcement resulted 
in a profound tremble all over the stock markets 
and simultaneously increased the borrowing 
costs of the U.S by tens of billions of dollars. 
The country’s reliability for paying its debts has 
become doubtful and questionable and what has 
made the situation more critical is S&P’s nega-
tive outlook, in which the organization expects 
to further lower the rating level in the coming 
two years. Such a prediction has been translated 
into expected higher interest rates and borrow-
ing costs in the U.S, where the economic situ-
ation has further deteriorated. According to the 
AP, the debt burden is equal now to 100% of the 
GDP and it has already reached $14.6 trillion.

Commenting on S&P’s decision, the U.S 
President Barack Obama, who will face a tough 
electoral season to maintain office, said, “Mar-

kets will rise and fall, but this is the United 
States of America. No matter what some agen-
cy may say, we have always been and always 
will be a triple-A country.” He added that the 
U.S. problems are “imminently solvable’’ but 
that political gridlock has made compromise 
extremely difficult and has contributed to a 
picture of economic uncertainty, reported Fox 
Business News.

Following S&P’s announcement early last 
month, the prices of crude oil have dropped from 
$100 in July and near $115 in May to an aver-
age of $80. In a report published by Barclays 
Capital, “A drastic weakening of sentiment has 
brought oil prices down sharply, with sovereign 
debt fears key in a mounting loss of faith in eco-
nomic, and hence demand, prospects”.

The worldwide effect of S&P rating reduction 
was witnessed immediately when stock markets 

reopened. Focusing on the Middle East in spe-
cific and the Arab World in general. In Egypt, 
the benchmark EGX30 index fell by 4.8%, 
which is the lowest over the past two years. 
The Head of the Egyptian Exchange, Mohamed 
Abdel-Salam declared that the drop was due to 
the decline in world markets, “rather than the 
fundamental value of the country’s companies”.

“Definitely what we are seeing in the market 
today is a direct reaction to what is going on 
in the global markets… Many clients are afraid 
to buy stocks even at low prices,” Tarek Abaza, 
Trading Manager at Naeem Brokerage in Cairo 
told Daily News Egypt.

Similarly, the Dubai Financial Market’s bench-
mark index suffered from one of the sharpest de-
clines in the region as it closed down 3.7%.

Compared to the Egyptian stock exchange, 
the Abu Dhabi and Qatar market indexes were 

less affected, as both 
went through a downfall 
of 2.5%.

In Kuwait, the index fell 
by 1.3%; a seven year low, 
while in Oman, the index 
witnessed a 1.8% decline.

In an interview with 
Forbes, Farouk Miah, an 
analyst at the National 
Commercial Bank (NCB) 
Capital in the Saudi capital 
Riyadh, declared, “Mideast 
traders are concerned that 
debt problems in the West 
could cut demand for crude 
and drag on oil dependent 
economies in the region”. 
He clarified that most fi-
nancial analysts expected 
the downgrade, but the 
concern now is about the 
possible fall of oil price due 
to decreased demand.

Amidst these down-
falls, the Kingdom of 
Saudi Arabia took the 
hardest hit. The powerful 
OPEC member witnessed 
a plunge of 5.5% on the 
first day after the historic 
downgrade, as reported 
by Forbes.

Impacts on OPEC’s 
Powerhouse, Saudi Arabia

Analyzing the effects of 
the downgrade of the U.S 
credit rating, the Jeddah-
based NCB published 
a recent report entitled 
“The S&P’s downgrade 

of US and its Implications on the Saudi Econ-
omy,” where they highlighted that the possible 
impacts of the downgrade will come through 
three main factors; crude oil demand and price, 
US dollar response against most currencies and 
official holdings of US treasuries. The first fac-
tor, tackled the oil demand and prices, can be of 
a positive impact as when oil prices drop, the 
markets expects a demand growth. Moreover, 
the NCB affirmed, “even if oil prices fall be-
low the $80 a barrel level, Saudi Arabia will not 
have a great impact as the Kingdom enjoys a 
large reserve to meet its planned spending”.

Secondly, the NCB report stated, “The US 
dollar response against most currencies will 
likely follow broader market developments. 
As equity and commodity markets keep falling 
globally, investors are likely to cut long posi-
tions in equities, and commodities. These are 
mainly funded by short US dollar, so whether or 
not the safe-haven status of the US dollar is im-
paired over the long-term, a downward shock 
to markets is likely to be US dollar positive in 
the near term.”

Thirdly, the fact that the official holdings of 
US treasuries, believed to constitute the major-
ity of Saudi’s net foreign assets that count for 
more than $492 billion, can have a direct impact 
on the Saudi economy. “The downgrade is actu-
ally more of a referendum on the dollar rather 
than US treasuries, due to the fact that US’s 
ability to pay its debt obligations remains a fun-
damental certainty because the dollar remains 
the world’s reserve currency and the US gov-
ernment can continue to print money to fund its 
obligations. Therefore, holders of US treasuries 
like Saudi Arabia should not be concerned that 
they may not receive interest payments on US 
bonds. However, the value of those payments 
will essentially decline, given the fact that with 
more dollars in circulation due to the printing 
presses, the value of each dollar by definition 
declines,” stated the report.

“Given that the Kingdom is keeping much 
more than enough to maintain the peg of the 
Saudi riyal to the US dollar, it is advisable that 
the Kingdom should opt for diversifying future 
excess revenues away from US Treasuries into 
other real assets across different currencies and 
regions,” the NCB report said.

Financial and petroleum experts are keeping 
a close eye on the short-term and long-term im-
pacts of the S&P’s U.S downgrade, specifically 
on the Kingdom. Being the core of OPEC, any 
impact on Saudi Arabia can result in a wide ef-
fect on the oil market. The latest unprecedented 
downgrade has shocked investor confidence in 
the world’s largest economy, who are inquiring 
one main question, how far would the U.S cred-
it rating downfall affect our economy?

Political

Historic downgrade shocks 
the Mideast markets
The shocking, yet expected, decision of Standard & Poor’s (S&P) to cut the 
U.S. level one notch to AA+ from its top AAA rating has negatively affected 
most of the markets worldwide, including the Middle Eastern and African 
ones. But, how far would this slump affect the oil industry, worldwide in gen-
eral and in the Arab world in specific?

By Yomna Bassiouni
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In Focus
Settlement of Outstanding Debts:
The EGCP’s Sole Solution Sustaining 
Steady Foreign Investment
Amid these unprecedented and turbulent times Egypt is undergoing, the Egyp-
tian Petroleum sector continues to face significant obstacles that threaten to im-
pede the stability of oil and gas production. At the forefront of these obstacles 
stands the problem of outstanding debts owed to foreign petroleum corporations 
by the Egyptian government, which have currently reached over $4 billion

By Shady Ahmed

The gravity of this problem is reflected 
in the ultimatums given by foreign com-
panies to suspend all drilling and explor-
atory operations in Egypt for the coming 
period. 

The issue now has the undivided atten-
tion of the public opinion and experts in 
the field. There is shared anxiety over the 
complications that might arise as a result 
of these payment delays; the promise of 
continuing to attract foreign investment 
is now threatened by a debt crisis, a major 
detriment to the Egyptian Economy.  

In response, Egypt Oil & Gas News-
paper continues to investigate the chal-
lenging issues facing the Egyptian pe-
troleum sector. Our team aims to present 
the public with a transparent view of the 
current situation in order to bring sig-
nificant questions to light and seek their 
much needed answers from all parties in-
volved, namely the Petroleum Ministry, 
the EGCP and the petroleum companies 
operating in Egypt.  

Alas, all these entities are forced to op-
erate within a fragmented, corrupt and 
tremendously indebted sector, one that 
has ethically deteriorated during the lead-
ership of the previous Petroleum Minis-
ter Sameh Fahmy. Therefore, any issue 
that threatens the sustainability of petro-
leum production in Egypt needs to be ad-
dressed with the utmost vigilance.  

Experts and professionals in the Petro-
leum field have described the debt prob-
lem as a catastrophe since it adds a con-
siderable strain to an already complicated 
issue mainly caused by Egypt’s chaos and 
instability, a byproduct of the revolution 
and its aftermath. Therefore, the EGCP is 
starting to move quickly to mitigate the 
damage and put an end to the debt crisis 
through setting a strict timeframe for set-
tling all its debts, hence preventing any 
problem that could disrupt the flow of 
foreign investment into Egypt.

The Emirati Dana Gas has issued an of-
ficial request demanding its overdue com-
pensation from the EGCP for its supply of 
natural gas at the beginning of 2011. Yet, 
in spite of the increased tension, none of 
the companies have suspended produc-
tion operations in Egypt. 

  Through its sources, Egypt Oil & Gas 
found that the EGCP has commenced a 
deal with BG (British Gas) to pay a total 

of half a billon USD from its outstand-
ing debt, structured into three yearly in-
stallments with an interest rate of 1.5%. 
Furthermore, BG stresses that any further 
invoices are to be strictly settled at their 
scheduled time. This decision came af-
ter the Central Bank of Egypt approved 
the EGCP’s request to seek a $1.5 billion 
loan from international monetary organi-
zations.

Experts in the petroleum sector noted 
that the EGCP’s initiative to set a time-
frame for the settlement of its outstand-
ing debts is the only solution for rescu-
ing the production companies.  Thanks 
to an international cooperative effort, 
the required finances to accomplish such 
initiative are now being made available 
through three independent consortiums 
formed by JPMorgan, Morgan Stanley 
and BNP Paribas, which are said to pro-
vide the EGCP-owned International Pe-
troleum Expert Ltd. with the needed li-
quidity to settle a portion of its debt. 

A swift resolution for the outstanding 
debt issue is a priority, experts say, in or-
der for petroleum companies (Both Arab 
and foreign) to shift their focus back to 
the development deals already com-
menced with the EGPC.

The EGCP’s decision to set a strict 
timeframe for settling its outstanding 
debts to production companies is inte-
gral in alleviating the tension between 
production companies and EGCP, says a 
high-ranking source in a major petroleum 
company. In an exclusive comment to 
Egypt Oil & Gas Newspaper, the source 
explains that debt accumulation is a re-
sult of the EGCP’s current inability to ad-
here to the contractual 45-day payment 
schedule.

The source then moves to explain the 
protocol by which invoices are usually 
settled.   The foreign partner firstly pres-
ents an invoice containing the quantity 
of produced oil and gas, which then goes 
through technical revision and assess-
ment. If the assessment is positive, pay-
ment is delivered. In case of payment 
delays, contracts usually stipulates that 
the EGCP pays a delay charge that ranges 
from 1.5% to 2.5%. 

The source adds that the EGCP’s initia-
tive to set a schedule for debt settlement 
came after examining its fiscal status 

across both the financial and petroleum 
ministries. Since the beginning of 2011, 
the EGCP has been suffering considerable 
financial burdens; the increased demand 
for foreign petroleum products, which are 
purchased at international prices and then 
subsidized to meet the domestic market 
price, has left the EGCP in alarming con-
dition, unable to remain on schedule for 
debt settlement. 

The established protocol for compen-
sating owed companies requires the for-
eign partner to administer the exploratory 
operations and preform the necessary 
technical assessment to determine the vi-
ability of the well. If the preliminary re-
sults of such assessment do not indicate 
a capability of consistent and steady pro-
duction, the foreign partner is forced to 
relinquish his right to any compensation.

Conversely, if the preliminary tests on 
the well indicate a viability of steady pro-
duction for three months, the well is then 
declared commercial and the responsible 
company is compensated from the profits 
of the well. Still, the allocation of profits 
to compensate production companies is 
also dependent on what is agreed upon 
in the contract. The source illustrates 
that while some production companies 
are paid 50% of the well’s profits (in-
cluding the cost of exploration), veteran 
companies tend to receive up to 80% of 
the production profits. Production cost, 
he explains, is divided into investment 
cost that customarily settled within 4 to 
5 years, and operational cost that is usu-
ally repaid within a three-month period. 

Our sources in the Petroleum Ministry 
have confirmed that the EGCP has suc-
ceeded in coming to an agreement with 
international petroleum companies oper-
ating in Egypt. The agreement concludes 
that only 50% of the outstanding debt 
would be settled during the current fiscal 
year (2011/2012) while the rest would be 
paid a year later. Thankfully, the interna-
tional companies agreed to delay the pay-
ment of $1.9 billion while continuing to 
operate in Egypt will full capacity. 

Such an agreement a positive step to-
wards safeguarding the EGCP and the 
sector as a whole, assuring that interna-
tional companies don’t resort to lowering 
their budget for exploration and drilling 
in the wells they own in Egypt. Experts 

from the Petroleum Ministry note that the 
patience and flexibility shown by inter-
national companies is indicative of their 
interest in proceeding to invest in Egypt. 
The agreement can now allow the Egyp-
tian petroleum sector to satisfy the mar-
ket needs while still being able to proceed 
with exploratory and production projects, 
yielding stability in production and in-
crease in Egyptian oil and gas reserves. 

Experts consider the Egyptian Central 
Bank’s approval to raise the debt limit for 
the EGCP a significant step that would not 
only facilitate the importation of various 
petroleum products, especially butane gas, 
but also ease the EGCP’s process in ac-
quiring loans. Such loans would also fac-
tored into the EGCP’s settlement schedule 
to assure the steadiness of exploration and 
production.

The Ministry of Petroleum needs to act 
quickly and with caution to resolve the 
debt issue, our sources add, in order to 
receive its expected reserves for the com-
ing period. The petroleum industry holds 
great promise as it is managed through a 
well-defined strategy allows the industry 
to dodge threatening financial losses. 

Several companies in field have also 
voiced their concern over this debt cri-
sis, elaborating that such problem sits 
at the top of the challenges faced by the 
domestic and foreign entities operating 
the petroleum field. Not the mention the 
inefficient bureaucracy in commencing 
contracts and settling tenders, which usu-
ally causes tremendous financial losses to 
the companies, involved.  Moreover, the 
great delays in debt forces drilling and 
production companies to push back their 
operation schedules for the year, which 
negatively affects the total outcome of 
the sector. 

International companies are doing their 
part to ease the situation by temporarily 
accepting compensation at a lower rate or 
in currency other than what is stipulated 
in their contracts while forging ahead 
with production operations. It is now up 
to the Ministry of Petroleum to ensure 
that they and the EGPC utilize the new 
loans toward repaying their debts while 
forming a long-term solution to prevent 
this problem in the future if they want 
to maintain interest and investments in 
Egypt’s reserves.
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For the fifth consecutive year, Egypt Oil & Gas organized the 
Ramadan Petroleum Soccer Tournament, which has become 
the premier social event in the oil and gas industry over the 
years. However, this year’s tournament had a different motive 
as it was held in solidarity with the victims and martyrs’ fami-
lies of the January 25th Revolution.
Egypt Oil & Gas dedicated a share of its revenues to the vic-
tims and martyrs’ families; a cause that has been supported by 
all the sponsors and participating teams to pay gratitude and 
appreciation to the ones who fought for freedom and justice.
EOG has been keen on supporting a social cause in each term 
of the Ramadan Petroleum Soccer Tournament.
This tournament has become a source of great wealth to the 
teams that participate in it and brings together the best compa-
nies from both the private and public sector to compete against 
each other through group stages and then knockout rounds that 
ultimately lead to an extraordinary ending final.
In the Egyptian Revolution edition of the 2011 tournament, a 
total of 24 teams competed to earn the first place title, which 
were, RWE Dea, Wika, Shell, Transocean, SiPetrol, Dana Gas, 
Kuwait Energy, Lufkin, Schlumberger, EDC, CB&I, Baker 
Hughes, PICO, Apache, Smith, Caltex, ItalFluid, Halliburton, 
NOSCO, Napesco, Efadco, IEOC, Siemens and IBM.
First place goes to NAPESCO
NAPESCO triumphed first in the 5th Ramadan Petroleum Soc-
cer Tournament after beating Halliburton in penalties. They de-
served to have the gold medals and granted the first place prize, 
while Halliburton came in the second place.
While in the semi-final match, the two semi-finalists were 
Apache and Shell. The first team earned the third place title in 
just a minute, as Shell Team did not show up.
As for this year’s awards, Kuwait Energy had the largest share, 
being awarded Best Team Spirit, Best Audience and Best 
Sports Ethics Award to Yasser Salama.
Napesco earned two other titles as well; Most Enetertaining 
Team and Best Scorer to Ahmed Abdel Moula.
The Fair Play Award was given to Transocean, Best Player of 
the Tournament to Waleed Mekhemar (Halliburton), Best Goal 
Keeper to Mohamed Atlam (EDC), Best coach to Tarek Aly 
(Apache) and Best Refree to Ayman Solaiman.
Special thanks to all 2011 sponsors
The EOG Organizing Committee of the tournament would like 
to thank all the tournament sponsors, Dana Gas (Tournament 
Official Sponsor), Kuwait Energy (Platinum Sponsor), PICO 

Energy and Transocean (Gold Sponsors), Apache, Schlum-
berger and Smith Bits (Silver Sponsors), Seventeen (Bronze 
Sponsor), Enap Sipetrol (Outfit Sponsor) and Qatar airways 
(Official Carrier Sponsor).
We would like also to thank E-Zee Sports Academy for hosting 
the tournament on their ground.
We look forward to seeing you all again with us in our coming 
6th Ramadan Petroleum Soccer Tournament 2012.

Special Coverage
EOG Ramadan Petroleum Soccer Tournament ‘11

The Egyptian Revolution Edition
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Ahmed Hassan, 
EOG guest of honor
Organized for the fifth consecutive year, Egypt Oil & Gas held the 
draw event of its 5th Ramadan Petroleum Soccer Tournament 2011.
The draw ceremony, held in the Katameya Heights Clubhouse in the 
Fifth Settlement, was attended by key figures of the petroleum sector 
in addition to Captain Ahmed Hassan, guest of honor.
“It is a pleasure to contribute in this social activity for the second time, 
especially that the organizers will donate part of the tournament’s rev-
enue to the victims and the families of martyrs of January 25th Revolu-
tion,” said Hassan in his speech. “I am glad to be part of this event.”
Dr. Hany El-Sharkawy, Dana Gas Egypt President and the official tour-
nament sponsor, said “Egypt Oil & Gas has been organizing a great 
tournament for years, and this year, they are giving us the chance to 
contribute to the great Revolution of January 25th.”
Mohamed Mahboub, Acting President of Kuwait Energy Egypt, tour-
nament’s platinum sponsor expressed in his speech his contentment to 
support the social cause of the tournament and at the same time, get 
connected with the other petroleum companies through soccer matches 
in the Holly Month of Ramadan.
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Technology & Solutions
HPHT:  The Emerging Technical Challenge for Egypt 

Increased HPHT activity forecasted for the 
Mediterranean

There have been well-publicized plans to 
drill and develop not only Miocene, but also 
deeper HPHT horizons in the Mediterrane-
an West Nile Delta. The commitment is just 
part of the projected increased activity in the 
Mediterranean in the coming years. A number 
of additional operators have planned wells to 
explore, further appraise or develop leases in 
the Mediterranean and onshore Nile Delta. Of 
these wells, a significant number will be deeper 
tests that will necessitate the proper planning 
HPHT wells require.
New HPHT frontiers

Although the Mediterranean is the primary 
location for the increased number of HPHT 
wells, both the onshore Nile Delta (as men-
tioned above) and the Red Sea are also emerg-
ing areas where HPHT wells have been drilled 
and will be more actively pursued in the future. 
As the Red Sea is an active rift zone, tempera-
ture is not well understood, but is estimated to 
be greater than 200 degC at target depth and 
certainly a challenge that needs to be planned 
for. The Red Sea is clearly a frontier area, and 
as more wells are drilled the true temperature 
challenges will be more clearly understood.
Technical Challenges

When bottom hole temperatures exceed 150 
degC, special consideration and planning are 
necessary when drilling, evaluating and com-
pleting a well. Most drilling and completion 
hardware are rated to temperatures above 200 
degC. Cementing slurries, if properly planned 
can be pumped successfully at these tempera-
tures as well, but designs need to be carefully 
tested and two main points should be taken 
into consideration; the entire temperature pro-
file of the interval to be cemented and the bot-
tom hole pressure as pressure along with tem-
perature greatly impact curing times. Wireline 

logging tools, 
if heat properly 
checked, can 
survive tempera-
tures in excess 
of 225 degC, as 
electronic sec-
tions, the most 
vulnerable to 
high tempera-
tures, can be 
flasked to extend 
the life of a log-
ging tool. The 
biggest chal-
lenge today in 
regard to tem-
perature is Meas-
urement While Drilling (MWD) and Logging 
While Drilling (LWD) technologies. Most 
LWD and MWD high temperature tools are 
only rated to 175 degC. The MWD and LWD 
hardware can survive higher temperatures, but 
current LWD/MWD electronic components 
cannot be flasked and are operational risk, es-
pecially at longer exposure times to the heat. 
With all high temperature operations, equip-
ment specifications are not the only critical 
factor; it cannot emphasize enough the need 
for experienced personnel and proper plan-
ning and process to be prepared for the HPHT 
operation.

The challenge with pressure in the Medi-
terranean is not pressure ratings of equipment 
– 15kpsi – it is well within the pressure rating 
specifications of most bottom hole assembly 
hardware, wireline logging tools, completion 
hardware… etc. The challenge is tied to drill-
ing in an environment where there is a small 
margin between the fracture gradients and the 
pore pressure (i.e. tight pressure window). 
The key to success is to be able to predict 

pore pressure ramps and to manage downhole 
ECD quickly and accurately.
New solutions to an old challenge

Fortunately for the HPHT operator, a solu-
tion for MWD and LWD in high temperatures 
is just around the corner. Conventional elec-
tronic boards are being upgraded with ceramic 
electronics for high temperature applications, 
and the industry will see field-testing of MWD, 
LWD and rotary steerable system components 
before the end of 2011. The expectation is to 
raise the temperature specification of at least 
the basic MWD, gamma ray and resistivity 
LWD measurement to a minimum of 200 degC.

Regarding the challenge of pore pressure, 
the traditional approach is to develop a pore 
pressure model and then subsequently, as you 
drill, utilize measurements at the wellsite to 
update the model to reduce uncertainties of 
the pore pressure prediction for the rest of the 
well. Real time LWD measurements, specifi-
cally LWD sonic and resistivity are used to 
indicate pore pressure trends and the potential 
of a pore pressure ramp. Formation pressure 
while drilling technology can also be utilized 
to calibrate pore pressure models by obtaining 
an actual pore pressure at depth.

The above traditional approach is critical 
for identifying trends and calibrating the pore 
pressure of the section that has been already 
drilled, but the question remains; what is the 
pore pressure that lies ahead? Seismic while 
drilling technology – acquiring downhole 
seismic waveforms and real time velocity data 
- is one approach to identifying pore pressure 
trends ahead of the bit.  Seismic while drilling 
works and acquires data in a similar way to 
a conventional wireline vertical seismic pro-
file (VSP) service, except the geophone ar-
ray is part of the bottom hole assembly and 
measurements are made and recorded uphole 
in real time. The benefits for such a measure-
ment are two – fold: a continuous check shot 
measurement as you drill, to update seismic 
time to depth accuracy; but more importantly 
the recording of a seismic trace that can in-
dicate pore pressure trends hundreds of feet 
ahead of the bit. The combination of a good 

pore pressure model, updated with resistivity, 
sonic and seismic velocities, cal

ibrated with actual pore pressure measure-
ments, and combined with a seismic look 
ahead can be a powerful combination to re-
duce pore pressure risk uncertainty.
Managed pressure drilling

Even with a perfect pore pressure model and 
effective real time measurements, the chal-
lenge of tight pore pressure/fracture gradient 
margins still exists and needs to be mitigated. 
Managed Pressure Drilling (MPD) is a drilling 
technique, which the drilling pressure is close-
ly and quickly controlled at surface via a closed 
loop drilling system. The effectiveness of sur-
face control of downhole pressure can allow 
for operating at near balance, thus allowing for 
successful drilling in a tight pressure window. 
Added benefits for using MPD include better 
ROP, reducing stuck pipe risk, avoiding wel-
bore pressure  and early kick detection. But 
most importantly, MPD allows for drilling the 
well that given a tight pore pressure/fracture 
gradient margin, was not previously drillable.
Conclusion

There appears to be an increased amount of 
HPHT exploration, appraisal and development 
drilling in the coming years in Egypt. Tempera-
tures exceeding 200 degC will be a challenge 
– especially when it comes to MWD and LWD 
technologies, but high temperature solutions 
via ceramic electronics innovations are coming 
to help mitigate this challenge. Pore pressure 
prediction and mitigation are essential to suc-
cessfully drilling HPHT well in the Mediter-
ranean; the advances of technologies such as 
seismic while drilling and managed pressure 
drilling are relatively new solutions to drill 
HPHT wells safely and effectively.

Given the demand for natural gas in Egypt and the recent success exploring for gas focused upon deeper targets, there is an increasing 
need for solutions to address the challenges of high pressure and high temperature drilling environments. “Conventional” Miocene targets 
in the Nile Delta and Mediterranean Sea have relatively benign drilling and completion conditions; temperatures rarely exceed 150 degC 
and pressures are less than 10kpsi. However, for deeper Oligocene targets, where total depths can exceed 6000 meters, temperatures have 
approached and/or exceeded 200 degC. And, although expected formation pressure for these deeper targets is - by global standards – not 
so extreme (i.e. less than 15,000 PSI), equivalent circulating density (ECD) windows are extremely tight, and therefore pore pressure man-
agement is essential for a successful drilling campaign

Provided by Chris Shade, Marketing Manager - Oilfield Services, East Africa and East Mediterranean, Schlumberger

Managed Pressure Drilling (MPD) is used to drill wells with tight fracture gradient/pore pressure margins.  
Above is a schematic of the MPD rig setup.

3-D pore pressure modeling is essential for proper preparation of

16 17



September 2011 / Issue 5716 17



Industry Statistics
Egypt Statistics

RIG COUNT

Area

Table 1       Egypt Rig Count per Area -March 2011

Percentage of Total AreaTotal
Area

Gulf of Suez 12 11 %
Offshore 12

Land

Mediterranean Sea 8 8 %
Offshore 8

Land

Western Desert 66 62 %
Offshore

Land 66
Sinai 10 9 %

Offshore

Land 10
Eastern Desert 8 8 %

Offshore

Land 8
Delta 2 2 %

Offshore

Land 2
Total 106 100%

Oil Equivalent Gas Condensate Liquefied Gas

Barrel Barrel Barrel Barrel 

July-09 July-10 July-11 July-09 July-10 July-11 July-09 July-10 July-11 July-09 July-10 July-11

Med. Sea 24478214 23028036 22712143 1771731 1528006 1355816 414488 386448 269259

E.D. 1939207 2312892 2319772

W.D. 6817069 7622774 7765475 6573750 6255893 7057500 1696907 1696018 1847182 522118 482239 535036

GOS 5665899 5293574 4980276 201607 140179 433929 81871 63186 81808 179383 144009 193754

Delta 266589 126977 113445 2344643 2547679 2107321 214773 204431 179876 89137 107178 92402

Sinai 2370706 2130365 2145338 94464 51607 21429 61841 47650 33234 91003 85227 72880

Upper 
Egypt

3328 17746 20491

Total 17062798 17504328 17344797 3369267832023394 32332322 3827123 3539291 3497916 1296129 1205101 1163331
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