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We here at Egypt Oil and Gas are 
determined to bring our reader’s 
the latest news and facts related to 
Egypt’s petroleum industry. In this 
month’s issue, it was our pleasure 
to interview and receive valuable 
insight from Managing Director of 
Vroon Offshore Services, Mr. Bab 
Reijntjes. From our interview to-
gether, we were better able to get 
a brief look into Egypt’s maritime 
operations within the company. We 
also have a guest column under 
the  “Opinion” heading written by 
Mr. Justin Dargin, who is an expert 
on Middle East energy studies and 
affiliated with Oxford Institute of En-
ergy Studies. I would like to person-
ally thank both Mr. Reijntjes and Mr. 
Dargin for their valued contribution 
to our newspaper. Your time and 
effort is much appreciated. Addi-
tionally, we focused on the increase 
of energy prices and the possible 
impacts in this issue in order to get 

some answers for what may be go-
ing through the minds of many at 
this time. 
Also, we would like to thank all 
those who participated in our 8th 
Annual Ramadan Petroleum Soc-
cer Tournament, once again. We 
here at EOG hope you enjoyed it as 
much as we did. Attached with this 
month’s issue is the supplement 
that gives an overview of what took 
place throughout the duration of the 
tournament. 
We would very much appreciate 
any feedback or insight into the 
planning of future events or editorial 
content. 

Please don’t hesitate to contact our 
team at MMarei@egyptoil-gas.com
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EETC Issues Tender for Saudi Link Project 
Egyptian Electricity Transmission Company 
(EETC) is to issue an international tender for the 
implementation of an electricity project that will 
link Egypt and Saudi Arabia, said Hafez El-Sal-
mawy, Chief Executive of Egyptian Electrical 
Utility and Consumer Protection Regulatory 
Agency, according to the Daily News Egypt. 
The project is to be carried out with an invest-
ment of $1.6 billion and it is to construct a gas 
transmission line between the two countries 
at a maximum of 3,000 MW as well as other 

functions including electricity trade exchange. 
El-Salmawy added that the project is expected 
to be completed in 2016 with Egypt contribut-
ing $600 million towards the project’s invest-
ment while Saudi Arabia is to invest $1 billion. 
The operation agreement outlines the obliga-
tions and responsibilities of each party in terms 
of planning, operational measures, and tasks 
for the committee formed for this purpose, in 
addition to those of the Steering Committee, 
Planning Committee and Operation Committee.

BG Proposes Development Plans for Two Egyptian Projects
Offshore has reported that BG Group and its 
partners have proposed a development plan 
for the Notus high-pressure/high-temperature 
and Harmatten Deep gas discoveries in the 
Egyptian sector of the Mediterranean. The plan 
comes in accordance to the El Burg offshore 
concession agreement. BG declared that the 
release of funds for further Egyptian projects, 

including West Delta Deep Marine (WDDM) 
Phase 9b stays dependant on the local invest-
ment market in Egypt. The first WDDM Phase 
9a well has come onstream, however the nine-
well development will only temporarily offset un-
derlying E&P production declines, the company 
says.

Egypt Increases Electricity to Gaza
 Egypt has increased the amount of electrici-
ty it provides to Gaza according to an official’s 
statement to Reuters. Egypt has added 7 MW 
to the 27 MW it already supplies Gaza with 
plans to increase that by another 15 MW. Egypt 
has also urged Israel to (allow) the repair of nine 
power lines which feed Gaza with Israeli-gener-
ated power which have been damaged during 
Israeli bombardment and has left at least one 
million people without electricity, an Egyptian of-
ficial said to Reuters. Gaza’s only power plant 

was destroyed during the Israeli offensive on 
the Strip.

Mineral Resources Law to be Amended as Per State Council’s Request
According to the Daily News Egypt, A commit-
tee is soon to complete the amendment of var-
ious items, which the State Council requested 
the Ministry of Petroleum to review and refor-
mulate in the mineral resources law. The Coun-
cil also requested setting an upper limit for the 
financial categories that will be specified in the 
by-laws following approval, said Fekry Youssef, 
undersecretary of the Ministry of Petroleum. 
The new 40 articles draft law specifies a 10% 
royalty cost of production as well as rent value 
on mining and quarrying. According to Omar 
Teama, Head of EMRA, the draft law leaves the 
values of rents and fees to be determined by 
the by-laws. Implementing the law is expected 
to generate a profit of EGP 3-4 billion for the 

state. According to the draft, quarrying licens-
es will be granted within 60 days of presenting 
the required documents to EMRA. The by-laws, 
which will include clauses that prohibit the ex-
port of raw minerals, are to be set after the cab-
inet approves the draft.
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World Bank Approves $500 Million Loan for 
Gas Project
A $500 million loan from the World 
Bank aiming at connecting 1.5 mil-
lion Egyptian homes to the gas grid 
has been approved. The World Bank 
has announced the loan’s approval 
end of July. The Egypt Household 
Natural Gas Connection Project is 
to help ease Egypt’s current energy 
crisis by replacing mostly imported 
liquefied petroleum gas – or pro-
pane – for home use with more af-
fordable grid connected natural gas. 

More than 75% of Egyptian homes 
are currently buying propane cylin-
ders from an inefficient distribution 
network characterized by persis-
tent shortages, an informal market, 
and difficult physical conditions for 
handling cylinders according to the 
World Bank. Upon completion of the 
project, the number of households 
connected to the natural gas grid will 
increase by more than 40% from 5.8 
million to 8.2 million households.

GPS Tracking Devices Installed to Combat 
Smuggling
The Daily News Egypt has report-
ed that GPS tracking devices have 
been placed in petroleum products 
distribution vehicles across the 
country in order to track and prevent 
smuggling. A senior official at EGPC 
stated to the newspaper that Egypt 
has been facing a crisis over the last 
two years due to the smuggling of 
about 20% of the total amount of fuel 
pumped annually to the local mar-
ket; the smuggling operations are 
usually carried out through the Rafah 
border tunnels to Gaza or by sea. 

The official also added that smart-
card machines have been installed 
in the vehicles, as well, to monitor 
the amounts received at loading 
warehouses.

TAQA Arabia Expands Fuel Stations Network 
in Egypt
TAQA Arabia, a subsidiary of Qalaa Hold-
ings announced the expansion of its 
network of fuel stations in Egypt through 
TAQA Oil Marketing Company to serve re-
mote areas that have witnessed the worst 
of the country’s energy shortage. “TAQA 
Oil Marketing looks forward to rolling out 
our new expansion plan in Egypt’s under-
served markets,” said TAQA Arabia CEO, 
Pakinam Kafafi as reported by Ventures 
Africa. TAQA Arabia is the largest private 
sector energy distribution company in 
Egypt with over 16 years of experience in 

investing and operating energy infrastruc-
ture such as gas transmission and distri-
bution, power generation and distribution 
and marketing of petroleum products. 
The company serves more than 600 in-
dustrial, 50,000 commercial and 600,000 
residential customers and has converted 1 
million appliances to natural gas, powered 
in Egypt and the MENA region. TAQA has 
recently signed an agreement with leading 
lube producer Castrol for exclusive distri-
bution rights of the company’s products in 
Egypt.

MOPCO 1 and 2 Expansion to be Completed by 
2015
A senior official at the Egyptian Petrochem-
icals Holding Company (ECHEM) declared 
that Misr Fertilizers Production Company’s 
(MOPCO) 1 and 2 factories expansion 
completion is to take place at the begin-
ning of 2015, according to The Daily News 
Egypt. The project is coming through with 
a total investment of $1.9 billion and is aim-
ing at adding 1.4 tons of urea annually to 
the production of the MOPCO 3 factory 
which now has the annual production rate 
630,000 to 650,000 tons. The expansion 
is now to continue after a three year freeze 

imposed by the Supreme Council of the 
Armed Forces following demonstrations 
against the MOPCO plant which resulted 
in one death and several injuries. ECHEM 
owns 30.75% of the project, while EGAS 
owns 7.62%, GASCO 5.72%, National 
Investment Bank 2.56%, Nasser Social 
2.56%, Misr Insurance 4.28%, Agrium 
26%, and Arab Petroleum Investments 
3.03%. Public shares amount to the re-
maining 4.66%.
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We admit there is a serious [power] problem, 
but we are tackling it in a quick plan

We fully share Egypt’s active stance in combat-
ting international terrorism, especially in condi-
tions of an unprecedented growth of a terrorist 
threat in the Middle East,

We need to avoid panic and fear, Ebola can be 
prevented. With resources, knowledge, early 
action and will, people can survive the disease,

From governments and peoples across the 
Middle East, there has to be a common effort 
to extract this cancer [Islamic State] so that it 
does not spread. There has to be a clear rejec-
tion of this kind of nihilistic ideologies,

CHOICE  Words 

CARTOON

Ibrahim Mahlab
Egypt’s Prime Minister

Vladimir Putin
President of Russia

Ban Ki Moon
UN Secretary-General

Barack Obama
President of the U.S

In an interview with Reuters, Petroleum Minister, Eng. Sherif 
Ismail, stated that Egypt is currently seeking a loan of $1.5 
billion from local and international banks in an effort to repay 
part of the government owes foreign oil companies. Ismail 
said that paying the debts, which have reached $5.9 billion 
in June, is expected to encourage foreign investments in the 
oil sector. In his interview, the Minister gave no details as to 
where Egypt is seeking to secure the loan but he did point 
out that the move comes as the government does not want 
to put pressure on the reserves at the Central Bank of Egypt; 
however, an EGPC unnamed official declared in a phone 
interview with Anadolu news agency that the government 
is in talks with JP Morgan and Morgan Stanley, as well as 
Arab and local banks, including the National Bank of Egypt 
over the loan. The government has previously declared its 
intentions to repay $3 billion in monthly instalments until 2017 
as an incentive for foreign oil companies to increase invest-
ments. Egypt produced 5.1 billion cf/d of gas and 675,000 

b/d during 2013-2014, Ismail said, and is targeting 5.4 billion 
cf/d of gas and 695,000 b/d for 2014-2015.

The Daily News Egypt reported that EGAS is owed EGP 16 
billion as of July by the industrial sector for natural gas quan-
tities delivered, according to a senior company official. The 
industrial sector in Egypt consumes approximately 23% of 
Egypt’s gas production. National Cement Company, which 
receives about 204 million cubic meters of gas annually, 
equivalent to 169% of the contracted 121 million cubic me-
ters, owes more than EGP 500 million. The factory did not 
recognize the price increase imposed by the government 
from $4 per million BTUs to $6. In February, factories were 
notified of the possible disruption of their gas supply in case 

of non-payment of debts but no measures have been taken 
to pay off the dues so far. The official emphasized in their 
statement to the newspaper that the gas supplies could only 
be cut through a decision of the prime minister. The Ministry 
of Electricity owes the Ministry of Petroleum a total amount of 
approximately EGP 65 billion for fuel, compared to EGP 52 
billion in January. However, the Ministry of Electricity only rec-
ognizes approximately EGP 18 billion in debt, as it does not 
recognize changes in fuel prices for electricity. Power plants 
currently receive approximately 81 million cubic meters of gas 
per day and 15,000 tonnes of fuel oil.

An official at EGAS has declared to the Daily News Egypt that 
the government is preparing launch an international tender to 
import LNG shipments costing over $12 billion over the next 
four years at $17 per million BTUs. The imported gas is to 
be used for power plants in an effort to solve Egypt’s current 
power crisis. He added that the government is planning to 
add 1.8 billion cubic feet by the end of this year to the natural 
gas production, adding about 600 million cubic feet to the 
national network with the rest making up for the abrasion of 

the fields. Egypt has experienced gas shortages, which are 
predicted to rise during this fiscal year to about 1.3 billion 
cf/d, due to the slowdown of foreign partners development 
and exploring operations as a result of the debt owed to them 
by the government of about $5.9 billion. The Ministry of Pe-
troleum predicts that the gas deficit will reach about 2.4 billion 
cf/d during the fiscal year 2017/2018 which contradicts earli-
er statements that the crisis is to end by that time.

Minister of International Cooperation, Naglaa El-Ahwani, and 
the Director General of the OPEC International Development 
Fund (OFID), Suliman Al-Harbash, have signed a loan agree-
ment of $55 million in soft loan to help finance the upgrade of 
the 650 MW Assiut power plant. The loan concludes Egypt’s 
fundraiser for the $748 million project, of which $508 million 
came through foreign funds. The project has previously re-
ceived $106 million from the Kuwait Fund for Arab Economic 
Development (KFAED), and $196 million from the Arab Fund 

for Economic and Social Development (AFESD), a EGP 285 
million loan from Banque Misr. Al-Harbash highlighted OFID 
unwavering support for Egypt to develop its energy sector 
pointing out that the share of energy projects in OFID’s portfo-
lio has increased in the past 10 years from 19% to 30%, with 
Egypt’s share doubling. Since the start of the OFID Egyptian 
relationship, OFID has funded projects in Egypt worth a total 
of $830 million.

EGAS has announced that the Egyptian gas supply to Jordan 
has been halted indefinitely since April, a senior official report-
ed to the Daily News Egypt. The discontinuance of the supply 
is due to the repeated explosions of the pipelines in Sinai as 
well as the decreasing production of gas and its shortage in 
Egypt as it currently produces 4.7 billion cubic meters per 
day. The official also added that the Egyptian gas supply to 
Syria and Lebanon, who contracted to receive 175 million 
cubic meters per day, has also been suspended, temporarily.

UAE based, Dana Gas’ CEO, Patrick Allman-Ward, said to 
The National that his company is expecting to collect over-
due payments owed by the Egyptian government by 2018. 
He stated in a conference that Dana gas has signed new 
agreements for new investments and for developing current 
projects in Egypt. Dana Gas’ second quarter net profits have  
risen 70% to Dh 169 million (about $46 million) from Dh 100 

million (about $27 million) last year. The company is also ex-
pecting a payment of the amounts due in September as part 
of the government’s effort to pay foreign companies’ debt. 
Mr. Allman-Ward also added that the company’s operations 
in Kurdistan are continuing normally and have not been af-
fected by the unrest the region is currently witnessing. 

An official at EGAS stated to the Daily News Egypt that power 
plants’ fuel consumption has increased to 118 million cubic 
meters of gas and equivalent per day from 115 million cubic 
meters per day last month; with the deficit decreasing to 7 
million cubic meters per day from 10 million. Estimates of 
the stations’ actual needs are currently 125 million cubic me-
ters per day. Power plants receive 85 million cubic meters of 

gas per day and 28,000 tonnes of fuel oil compared to last 
month’s 75 million cubic meters of gas and 24,000 tonnes 
of fuel oil, the official stated. He added that the main reason 
behind the country’s current power crisis is the poor perfor-
mance of the power stations with only 25% capacity.

Petroleum Minister: Egypt Seeks $1.5 Billion Loan to Repay Foreign Oil Companies

Industries Owe EGAS EGP 16 Billion

Egypt to Import $12 Billion Worth of Gas Over Four Years

Egypt Signs $55 Million Loan With OFID

Egypt Halts Jordanian Gas Supply Indefinitely

Dana Gas to Recover Payments Due in Egypt by 2018

Power Stations Fuel Supply Deficit Decreased
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EGPC to Pay for LNG Imports from Internal Revenue
A senior official at the ministry of pe-
troleum declared that the ministry 
has assigned the import of lique-
fied natural gas (LNG) through the 
coming period to the EGPC who 
are to finance the import through 
internal revenue, reported the Daily 
News Egypt. The cost of the import 
estimated at $3 billion annually will 
be liquidated alongside petroleum 
product subsidies in the budget 
with the Ministry of Finance at the 

end of each year. The official stat-
ed that the move would jeopardize 
EGPC’s financial situation, explain-
ing that the EGPC’s current inability 
to repay foreign debt is a result of 
spending their internal revenue on 
fuel imports which the ministry of 
finance is failing to provide liquidity 
for. According to the official, about 
500 million cf/d of gas will be 
pumped to power plants starting 
from January 2015.

Electricity Ministry Signs EGP 310 million Power 
Plant Development Agreement
Electricity and Renewable Ener-
gy Minister Mohamed Shaker has 
signed in August a EGP 310 million 
agreement to develop the South 
Helwan power plant according to a 
statement by the ministry. The de-
velopment of the power plant is part 
of the five year plan 2012-2017 to 
strengthen the power grid to support 
the increasing power supply and se-

cure the power needed. The project 
has an investment of EGP 12.5 billion 
and has received foreign investments 
from different sources including 
OPEC International Fund, Islamic De-
velopment Bank, the European Union 
for Reconstruction and Development, 
the Kuwait Fund for Arab Economic 
Development and the Arab Fund for 
Social and Economic Development. 

EgyptERA: Power Outages Result From Overdue For-
eign Debts
Prime Minister Ibrahim Mahlab and 
Electricity Minister Mohamed Shak-
er visited the National Energy Con-
trol Centre (NECC) to ensure the fair 
distribution of power outages across 
the country. The prime minister at-
tributed the current power crisis to 
the extensive maintenance process 
of the power stations as well as the 
country’s gas shortage. Electricity 
Minister Mohamed Shaker stated that 
as part of the government’s effort to 
solve the crisis, power stations are to 
be added to the national grid in Sep-
tember. Founding General Director of 
the Egyptian Electric Utility and Con-

sumer Protection Regulatory Agen-
cy (EgyptERA) Mohamed El-Sobky 
stated to the Daily News Egypt that 
the outages are probably also a re-
sult of Egypt’s failure to pay foreign oil 
companies’ debt. Hafez El-Salmawy, 
Head of EgyptERA, said in an inter-
view to the same news agency that 
the fiscal deficit in paying dues owed 
to foreign partners has forced the oil 
sector to stop looking for new fields, 
setting up newly discovered gas wells 
on the production line, and continu-
ing the search process, leading to the 
power crisis.

Brotherhood Cells Tar-
get Power Pylons Amid 
Power Crisis
In a press conference mid-Au-
gust, Prime Minister Ibrahim Mahl-
ab claimed that over the past 
month there have been 300 at-
tacks on electricity pylons, affect-
ing electricity generation by about 
15% to 20%. The interior ministry 
released a statement saying that 
investigations revealed that six 
cells linked to the Muslim Broth-
erhood have plotted to sabotage 
electricity pylons in several of 
Egypt’s governorates. The cells 
comprise around 40 members, 
of whom some are employees of 
the electricity ministry. According 
to Electricity Minister Mohamed 
Shaker, Egypt has 140,000 elec-
tricity pylons nationwide across 
40,000 square kilometres, with 
distances of up to 350 meters be-
tween each pylon. Securing them 
completely is therefore extreme-
ly difficult, according to Shaker. 
However, he told Al-Ahram daily 
that specialized security groups 
have been formed and equipped 
to protect electricity pylons so as 
not to add to the already grave 
electricity shortage the country is 
facing. They will be working in co-
operation with the interior ministry 
and governorate officials, espe-
cially in securing pylons located in 
remote and desert areas.

Egypt Suggests Grants Extension from Gulf 
An official in the EGPC said on condition 
of anonymity to Anadolu news agency 
that Egypt will need $8 billion for petrole-
um imports starting for the rest of the fis-
cal year. He stated that Egypt has been 
receiving aid of oil shipments from Arab 
nations, who promised to provide the aid 
until the end of August. In case these 
shipments are halted, the state will have 
to spend for the imports; however, the 
official added that the government asked 

the UAE and Saudi to renew the grants, 
which is currently being considered. The 
grants would provide $4 billion worth of 
oil shipments. Saudi Arabia has provided 
Egypt with the value of $1.4 billion for the 
months of July and August. The value of 
Petroleum grants obtained by Egypt from 
the Gulf countries of Saudi Arabia, UAE 
and Kuwait, reached $7 billion during the 
last fiscal year.

Egypt to Invest $250 Million in UAE Petro-
chemical Plant  
Biofuels International reported that Egypt 
is to invest $250 million in a petrochemi-
cal project in the UAE. The project is the 
construction of a bioethanol plant, pro-
cessing 100,000 tonnes of molasses 
annually, as well as a processing unit. 
The project is scheduled for the next fis-
cal year. The government is also eyeing 
two other petrochemical projects in the 
UAE including a bioethanol plant produc-
ing it from rice straw. The plant will pro-
cess 100,000 tonnes of straw per year. 

The total investment in the three projects 
is estimated at $540 million.

Dragon Oil Sees Potential In Egypt  
Dragon Oil Plc. (DGO) has secured its 
first contract in Egypt early in August. 
“There’s a lot potential in small deals in 
Egypt,” the company’s CEO Abdul Jaleel 
El-Khalifa said in a phone interview to 
Bloomberg. “There are also big acquisi-
tion targets available. It’s a country with its 
own challenges, but it’s considered to be 
a huge growth market for newcomers.” 
The Dubai based company—which is 
focused mostly on projects in Turkmeni-
stan—has signed an exploration accord 
for Block 19 East Zeit Bay in the Gulf of 
Suez with the Egyptian government in 
May. The block covers an area of 93 

km2 and lies in shallow waters ranging in 
depth from 10 to 40 meters.

Agiba Drills New Well
Agiba, a joint venture between EGPC and IEOC, has recently completed drill-
ing three new developmental oil-producing wells in its concession areas in the 
Western Desert. The production rate of Agiba was 1.9 million b/d as of July 
2014. 

EMRY-5
The new development well was drilled at a depth of 6,300 ft. utilizing the PDI-
147 rig. Investments surrounding the project are estimated to be $1 million.

SE-38
The new development well was drilled at a depth of 6,300 ft. utilizing the ST-8 
rig. Investments surrounding the project are estimated to be $790,000.

E.AGHAR-30
The new development well was drilled at a depth of 6,500 ft. utilizing the WF-
161 rig. Investments surrounding the project are estimated to be $670,000.

BAPETCO Drills New Well
BAPETCO, a joint venture between EGPC and Royal Dutch Shell, has recently 
completed drilling two new gas and oil-producing wells in their concession 
area in the Western Desert. The production rate of BAPETCO was 1.258 mil-
lion b/d of oil and 11.437 billion cf/d of gas as of July 2014.

NEAG JG-AG
The new oil-producing developmental well was drilled at a depth of 10,820 ft. 
utilizing the EDC-72 rig. Investments surrounding the project are estimated to 
be $1.165 million.

BED3 C4 W-3
The new gas-producing developmental well was drilled at a depth of 12,678 
ft. utilizing the WF-797 rig. Investments surrounding the project are estimated 
to be $1.701 million.

PETROSILAH Drills New Well
PETROSILAH, a joint venture between EGPC and Merlon International, has 
completed drilling two new oil-producing wells in its concession area in the 
Western Desert. The production rate of PETROSILAH was 215,000 b/d as of 
July 2014.

N.SILAH D-2
The new developmental well was drilled at a depth of 8,110 ft. utilizing the 
TANMIA-1 rig. Investments surrounding the project are estimated to be $1.776 
million.

PetroSafwa Drills New Well
Petrosafwa, a joint venture between EGPC and Vegas, has completed drilling 
a new oil-producing well in its concession area in the Western Desert. The 
production rate of PETROSILAH was 215,000 b/d as of July 2014.

SABBAR NW-1X
The new exploratory well was drilled at a depth of 4,550 ft. utilizing the SNOS-4 
rig. Investments surrounding the project are estimated to be $610,000.

Khalda Drills New Wells
Khalda, a joint venture company between EGPC and Apache, has completed 
drilling two new developmental oil-producing wells in its concession area in 
the Western Desert. The production rate of Khalda was 4.392 billion b/d as 
of July 2014.

SIWA3-R-2X
The new developmental well was drilled at a depth of 15,546 ft. utilizing the 
EDC-16 rig. Investments surrounding the project are estimated to be $4.394 
million.

N.RZK-10
The new developmental well was drilled at a depth of 9,085 ft. utilizing the 
EDC-66 rig. Investments surrounding the project are estimated to be $1.279 
million.

SUCO Drills New Well
SUCO, a joint venture company between EGPC 
and RWE, has completed drilling a new develop-
mental gas-producing well in its concession area 
in the Nile Delta. SUCO’s production rate was 
2.596 billion cf/d as of July 2014. 

SSSE 2-2
New developmental well, drilled at a depth of 
9,022 ft. utilizing the PDI-94 rig. Investments sur-
rounding the project are estimated to be $2.530 
million.

Qarun Drills New Well
Qarun, a joint venture between EGPC and 
Apache, has recently completed drilling a new 
developmental oil-producing well in its conces-
sion area in the Western Desert. The production 
rate of Qarun was 1.250 million b/d as of July 
2014.

ASALA-66
The new developmental well was drilled at a 
depth of 5,800 ft. utilizing the ED-17 rig. Invest-
ments surrounding the project are estimated to 
be $1 million.
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Mediterranean News

Mediterranean Rig Count April  2014

Production (barrel)

Total Percentage of Total Rigs

5 4%

Oil

July-12 July-13 July-14

Equivalent Gas

July-12 July-13 July-14

23576071 21285536 15407143

Condensate

July-12 July-13 July-14

1163770 1386356 818603

Liquefied Gas

July-12 July-13 July-14

385522 435076 333531

 July-12  July-13  July-14

China’s State Grid has bought minority 
stakes in Portuguese and Italian grid oper-
ators and is pursuing designs on Greece 
and Spain, quietly building the Mediterra-
nean power grid overtaking Europe’s big 
grid operators. The European Commission 
has long wanted the continent’s power 
grids to work in unison for reasons of effi-
ciency and supply security, reported Reu-
ters. A State Grid official familiar with its 
overseas strategy said to Reuters that pro-
jects abroad typically yield high single-digit 
to double-digit returns, compared with low 
single digits at home. China’s State Grid is 
state owned and provides electricity to 1.1 

billion people covering 90% of China. Fear 
of foreign control of electricity networks 
has been a powerful inhibitor to the inte-
gration of EU grids. With the exception of 
Elia and Dutch Tennet’s grid investments in 
Germany, there has been remarkably little 
cross-border grid investment in Europe. 
Consulting firm Accenture’s Jean-Marc 
Ollagnier, who advises Chinese utilities, 
said the Chinese are welcome partners as 
they provide investment and don’t usually 
get involved in operations with a general 
hands-off approach.
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Turkey to Receive $12 Billion in Coal 
Investments
Turkish energy officials 
have stated, to Anad-
olu news agency, that 
the country is to receive 
$12 billion in investments 
for its thermal coal pow-
er plants in the Afsin 
Elbistan region in the 
southeastern part of the 
country, according to en-
ergy officials. The invest-
ment is to be put towards 
the construction of three 
additional thermal coal 
plants by the proposed 
project which will have 
the capacity to produce 
8,000 MW of electrici-
ty making it the largest 
coal-powered electricity 
generation plant in Turkey. 
Companies from Qatar, 
South Korea and China 

are competing to invest 
in the project, said the of-
ficial. He added, “Qatar is 
ahead on the race to in-
vest. We haven’t reached 
a final decision and we 
are still open to propos-
als. But if an agreement 
is not reached, we will 
begin the project through 
domestic investments by 
the end of the year.” The 
Afsin Elbistan region has 
around 40% of Turkey’s 
known lignite reserves. 
It currently has two ther-
mal plants with a produc-
tion capacity of 2,800 
MW, and the proposal 
includes the use of 85 
million tons of local coal 
to produce 45 billion KW 
per hour of electricity.

ADX Gets Two Year Extension in Tunisia
The Tunisian authorities (Comité Consultatif des Hy-
drocarbures) have approved a two-year extension 
of the exploration period of ADX Energy for the Kerk-
ouane permit offshore Tunisia to 21 February 2016, an-
nounced the company as reported by Oil & Gas Tech-
nology. ADX is also seeking to sell part of its interest, 
currently several interested companies are reviewing 
the asset and ADX will update the market as soon as a 
legally binding offer has been made. The company also 
operates Sicily Channel block Tunisian Kerkouane and 
Italian Pantelleria who have an impressive appraisal and 
exploration prospects portfolio including Dougga West 
prospect with its several targets and the Dougga gas 
condensate field, which are also covered by the dual 
sensor Geostreamer 3D seismic acquired in 2010.

Repsol Gets Two Year License for Ex-
ploration off Canary Islands
The Spanish government has given Repsol clearance 
to explore for oil and gas off the tourism-dependant 
Canary Islands sparking an outrage among environ-
mentalists, reported The Guardian. The industry min-
istry has given Repsol a three-year license to drill 50 
meters off the Spanish archipelago. Greenpeace, 
WWF, Friends of the Earth and Ecologistas en Accion 
and SEO Birdlife announced they would appeal the 
decision in Spanish and European courts, saying the 
process had been littered with “irregularities”. Environ-
mentalists are also fighting plans to drill for oil off the 
coast of Ibiza in the Mediterranean. The groups’ main 
concern is of damaging consequences of any oil spill 
or from vibrations caused by the exploration. Spain cur-
rently imports 99.9% of its oil and gas needs.

Cyprus to Begin Drilling of Six Potential Gas Fields
Bloomberg reported that Cyprus’ 
Energy Minister, Yiorgos Lakkot-
rypis, said that exploratory drilling 
in the first of six potential gas fields 
off the island’s coast is to begin be-
fore the end of summer. He stated 
that the fields lie in three sections 
where Italian Eni and Korea’s Ko-
gas consortium is licensed to drill. 
Cyprus has agreed for the Italian- 

Korean consortium as the best 
option for developing the country’s 
gas reserves. Similar deals were 
signed with Total and Noble Ener-
gy. Noble is also a partner – along 
with Israel’s Delek and Avner- in a 
Cypriot gas field with an estimate 
of between 3.6 trillion and 6 trillion 
cubic feet.

Gulfsands Finds Gas Reserves in Morocco
A natural gas discovery has been 
confirmed at the Rharb Center 
permit in northern Morocco. Gulf-
sands Petroleum, who discovered 
the well, has drilled to 1,182 me-
ters, allowing gas to flow to the 
surface. The well, christened LTU-
1, is being monitored for pressure 
build-up. The presence of a gas 
reservoir of a 12-meter thickness 
was indicated at the pre-drill target 
interval depth. The well was pro-
ducing 100% gas to surface with 
0% bulk solids and water, within 
one hour after commencing the 

clean-up flow period. The well was 
shut in for pressure build-up oper-
ations after completing the 12-hour 
clean-up flow period. The LTU-1 
well will be temporarily suspend-
ed as a future gas producer. The 
Canadian company Longreach re-
ported a large find at Sidi Moktar in 
Morocco. Small amounts of natural 
gas have been discovered in the 
Essaouira and Gharb basins; how-
ever, international surveys have 
claimed that Morocco has proven 
gas reserves of 60 billion cubic 
feet.

Sound Oil’s Nervesa Gas Discovery
The European Mediterranean up-
stream oil and gas company, Sound 
Oil, has informed investors in a press 
release of continued progress with 
the proposed second well in the 
southern limb of the Nervesa Italian 
onshore discovery. The wellhead 
(5,000 psi single completion) has 
been delivered and is ready for in-
stallation. The long lead items (cas-
ing, tubing and the linear hanger) are 

scheduled for delivery in September. 
The Chief Executive Officer of Sand 
Oil, James Parsons said, “Prepara-
tions for the second appraisal well on 
the 24 Bscf Nervesa gas discovery 
continue. The arrival of the wellhead 
and the procurement of the long lead 
items, positions us, from September 
2014 to commence operations on 
site immediately once the permission 
to drill is granted.”

Libya’s Ras Lanuf Terminal Reopens
After a year of inactivity, crude oil 
loading at Libya’s Ras Lanuf terminal 
resumed according to a local termi-
nal official interviewed by Platts. Ras 
Lanuf was handed back to the gov-
ernment in Tripoli this July after being 
held by rebels since August 2013. 
Although it has a 220,000 b/d ca-
pacity, tanker owners have not sent 
cargoes, due to continued hostili-
ties around the capital city of Tripoli. 
The port official identified the charter 
saying, “The Gemini Sun is loading 
crude at Ras Lanuf and will complete 
loading soon. This is the first load-
ing since the terminal re-opened, 
but I believe there is another tanker 
coming as well.” OMV, who alleg-
edly own the tanker, had declined 
to comment. Traders also expect 
the Es Sider Terminal, which has 
also been non-operational for the 
last year, to start loading shortly. A 

senior NOC official stated it was dif-
ficult to increase Libya’s production 
due to a lack of exports. The official 
added that lack of storage was the 
only reason the Libya did not return 
to its pre-crisis production of 1.5 
million b/d. It is currently producing 
450,000 to 500,000 b/d. he also 
stated that the storage tanks at Ras 
Lanuf and Es Sider have around 9 
million barrels ready for companies 
to come and lift them. Libya has not 
been able to start up its Sharara and 
Elephant fields in the southwest-
ern part of the country for the same 
reason. “Sharara is not producing at 
full capacity since the storage tanks 
are full,” the official said. Production 
has been increasing from lows of 
just 150,000 b/d in June, although 
it remains well below the 1.5 million 
output it was achieving before unrest 
started in May 2013.
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BG & BP See Increase in Profits
According to Reuters, British energy 
corporations BG and BP have both per-
formed beyond expectations in the sec-
ond quarter of 2014. BG group’s profits 
have increased by 11% compared to the 
same time last year with increased petro-
leum production in Brazil, while produc-
tion in the U.S. and Egypt has decreased 
which might affect BG forecasts for later 
this year. Meanwhile, BP has seen a rise 
in their profits for May to June 2014 by 
$1 billion which was credited to the new-

ly modernized Whiting Refinery and its 
processing of heavy crude oil as well as 
“higher-margin” drilling projects. Whiting’s 
strong performance has helped offset 
BP’s downstream business’ poor perfor-
mance which made $500 million less than 
the same time last year. BP’s CEO Bob 
Dudley said, “We are continuing to ramp 
up the major new projects that drive the 
delivery of cash flow and are now seeing 
benefits from our focus on operating with 
greater reliability and efficiency.”

Apache to Sell Two Major LNG Projects
Apache Corp is going ahead with a sale 
of two major LNG projects in response to 
pressure from activist group Jana Part-
ners, reported Reuters. Apache said it will 
now focus more on shale gas projects. 
The two projects Apache is to abandon 
are Wheatstone in Australia and Kitimat 
in Canada which are in partnership with 
Chevron. Apache is also evaluating other 
international assets in an effort to reduce 
high cost ventures. Brian Youngberg, an 
analyst at Edward Jones, was quoted by 
Reuters saying, “Apache is really trying to 
focus on oil production. The question is 
for a company the size of Apache, do they 
need to be involved in large upfront cash 
projects in LNG.” Chevron has no interest 

in becoming anything more than a 50% 
investor in the $15 billion Kitimat project. 
Apache’s CEO Steve Farris said that the 
pull-out from the project will not affect its 
value, “Frankly Chevron and Apache are 
way ahead of anyone else in that area.”

Polish Shale Gas Exploration Hits Setback
Poland’s efforts to find an alternative to nat-
ural gas imports from Russia have hit a set-
back according to Environment Minister Ma-
ciej Grabowski’s statements in an interview 
with Reuters. The Minister is confident that 
commercial production would start this year 
although he remains unsure of when large-
scale production will take place. Poland is 
on its way to drill 80 wells only of the 100 
previously predicted. The country has been 
hoping to follow the U.S. lead in the shale 

gas boom, with their efforts increasing after 
the break out of the events in Ukraine. Difficult 
geological conditions and the lack of foreign 
investment has made it difficult for Poland to 
achieve their estimates. The EIA estimated 
the Polish gas reserves in a 2011 reports to 
be about 5.3 trillion cubic meters; however, 
the number was slashed to about one tenth 
in a report last year. Exxon Mobil, Marathon 
and Total have all pulled out or are not renew-
ing their exploration in Poland.

Japan’s Nuclear Reactor Reopening Delayed
Reuters reported that the long awaited reo-
pening of Japan’s Sendai nuclear plant has 
been delayed, possibly to 2015, causing the 
country’s struggling energy sector to con-
sider hiking consumer utility rates. Kyushu’s 
Sendai plant, located 1,000 km southwest 
of Tokyo, was to be the first plant to reopen 
after a nationwide shut-down of all nuclear 
reactors in the wake of the Fukushima crisis. 
Sendai failed to present paperwork on the 
planned construction of extra safety features 

resulting in the delay. Kyushu’s spokesman 
stated that the company has no timeline to 
restart the reactor adding that the paperwork 
may be delayed until September or October. 
Following the shut-down of Japan’s 48 nu-
clear reactors, record amounts of LNG and 
coal have been imported to operate the na-
tions power stations. Japan’s energy sector 
has lost more than $30 billion in the past 
three years requiring government bailouts.

Lukoil Sells Stations Network
Lukoil President Vagit Alekperov stated 
to Reuters that his company is continu-
ing the sale of assets in Central Europe 
to focus on projects inside Russia. Lukoil 
has sold gas station networks in Slova-
kia, Hungary and the Czech Republic 
according to RT. Analysts argue that 
the sale comes as the company tries to 
minimize the risk in the face of the re-
cent EU and US sanctions. “The sanc-
tions are related to the country, we are 
a Russian company. This will impact us, 
just like everyone else,” Alekperov told 
Reuters.  Earlier in August, the compa-
ny announced the sale of 240 service 
stations in Western Ukraine to the Aus-
trian AMIC Energy Management Gmbh. 
The sale came after Right Sector nation-
alists blocked and demanded free gas 
from several stations in western Ukraine. 
Lukoil is the second country this year to 
pull out of the Czech Republic after Ital-
ian Eni. 94 of the gas stations sold by 

Lukoil in the region were purchased by a 

MOL Buys 44 Gas Stations in Czech Republic
Hungarian MOL Nyrt has bought 44 gas 
stations in the Czech Republic from Rus-
sia’s Lukoil boosting MOL’s network to 318, 
giving it a market share of nearly 10%, Bu-
dapest-based Equilor said according to The 
Wall Street Journal. MOL main competition in 

Czech Republic is the Polish PKN Orlen with 
its 338 gas stations while its subsidiary Uni-
petrol recently bought ENI’s 32.5% interest in 
refinery Ceska Rafinerska. MOL is currently 
operating 1,700 service stations in Central 
Europe and the Balkans.

Exxon Mobil Begins Drilling in Russia’s Arctic 
Despite sanctions imposed on their Russian 
partner Rosneft, Exxon Mobil began drilling 
in Russia’s Arctic, reported Reuters. They 
brought a rig from Norway for drilling Rus-
sia’s first well in the Kara Sea. Russian pres-
ident Vladimir Putin hailed the move, “Today, 
commercial success is driven by efficient 
international cooperation,” Vladimir Putin told 
Rosneft CEO Igor Sechin and Glenn Waller, 
ExxonMobil’s lead manager in Russia, on a 

videoconference call from his Black Sea resi-
dence in Sochi, quoted Reuters. He added, “I 
am convinced that the joint projects between 
Rosneft, Exxon Mobil and other companies 
will benefit our national economies, will con-
tribute to strengthening the global energy sit-
uation.” Sanctions were imposed by the U.S. 
and the EU earlier on Russia as a result of the 
Ukraine Crisis. 

Massive Mine-Spill in British Columbia 
Amid increased scrutiny from aboriginal 
groups and environmentalists, a gold and 
coal mine in British Columbia had a massive 
spill that might delay or even derail projects in 
the area. The breach of a dam holding back 
a huge pond of tailings, or waste materials, 
at Imperial Metals Corp’s Mount Polley mine 
in the province’s Interior region sent billions of 
gallons of gray sludge containing metals and 
minerals coursing into waterways early in Au-
gust, reported Reuters. “The disaster at the 
Mount Polley mine will have an effect on the 
conversation with respect to Site C (hydroe-
lectric dam), the proposed LNG projects and 
oil pipelines,” said Dave Porter, chief execu-
tive of the B.C. First Nations Energy and Min-
ing Council. The cause of the dam breach 
is still being investigated by the government 
and imperial metals who stated that they are 
currently working on limiting the impact on the 

environment.

Two Dead in Pemex Refinery Accident  
In the first week of august, Mexican state-
run oil company Pemex announced that an 
accident at a fuel barrel storage area in the 
Ciudad Madero refinery just outside the port 
city of Tampico in Tamaulipas state resulting 
in the death of two workers and 11 others 
injured after being overcome by a burst of 
flames, reported Reuters. The company said 
on its twitter account that the refinery’s instal-
lations were not damaged. In July, a fire at 
one of the refinery’s fuel storage tanks forced 
the facility to shut down until about 90,000 
barrels of gasoline were consumed. The 

Ciudad Madero refinery is the smallest of 
Pemex’s six domestic refineries, processing 
up to 190,000 b/d of crude oil.

Czech Can Receive Russian Gas if Transit Stops Through Ukraine 
Czech Republic’s Industry Minister Jan 
Mladek stated to Reuters that his country will 
continue receiving Russian gas via alternative 
routes in case the transport through Ukraine 
is halted. Czech’s refinery can be able to 
continue receiving the Russian gas through 
many ways including by sea, he said, al-
though it might be more difficult. Since the 

imposed sanctions against Russia, Russian 
gas transit to European countries might be 
jeopardized which creates a certain fear in 
the industry. Ukrainian Prime Minister Arseny 
Yatseniuk answered a journalist’s question 
regarding the issue stating that “all kinds of 
transit” might be hit by the sanctions. 

India and Vietnam to Explore South China Sea
In Hanoi, Vietnam urged greater co-operation 
with India in the development of oil and gas ex-
ploration in the disputed East and South China 
Sea areas, as well as providing security in this 
area, reported the New Indian Express. While 
addressing the Third Round Table on ASE-
AN-India Network of Thinktanks, Vietnamese 
Deputy Prime Minister and Foreign Minister, 
Pham Binh Minh stated, “future development 
and integration lie in the South China Sea and 
the Indian Ocean,” and that both sides should 
focus”more on maintaining maritime safety and 
security, freedom of navigation and settling ter-
ritorial disputes through peaceful means based 

on international law.” China and Vietnam have 
had strained relations since Beijing installed an 
oil rig in the South China Sea in May near the 
Paracel Islands, which are claimed by Vietnam. 
After a long standoff lasting several months, 
China removed the rig, leaving tension over this 
and what is perceived as a general state of ag-
gressiveness by Vietnam’s much larger neigh-
bor. Vietnam has offered India five additional 
gas and oil exploration blocks off its shores, 
bringing to a total number of seven, despite 
China’s opposition. India has also extended a 
credit line of $100 Million to Vietnam to pur-
chase four naval patrol boats.
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Jordan to Replace Iraqi Oil with Saudi Oil
The Jordanian Minister of Energy and Mineral Re-
source, Dr. Mohammed Hamed has approved the 
import of Saudi oil as a replacement of Iraqi oil of 
which Jordan was to receive 10,000 b/d at pref-
erential rates by  Jordan Petroleum Refinery Com-
pany, Hamed said in a statement to the Jordanian 
Ammon. The shift comes due to the interruptions in 

the Iraqi oil supply resulting from the unrest in the 
country. Jordan is to import the oil from Saudi Aram-
co through the port of Aqaba at international prices. 
Work on the Jordanian Iraqi pipeline has been halted 
months ago after the halt of the Iraqi oil supply to the 
kingdom.

International Tribunal: Dana Gas and NIOC 2001 Agreement Binding
An international tribunal has brought Dana Gas and 
the National Iranian Oil Company (NIOC) closer to 
an agreement regarding their long running dispute 
about gas supply. The National reported that Dana 
Gas said that it had been notified “that the arbitration 
tribunal has issued a final award for the merits phase 
of the proceedings, determining that the 25-year 
contract between it and NIOC is valid and binding 
upon the parties, and that NIOC has been obligated 
to deliver gas under the contract since December 

2005.” The agreement signed between Crescent 
National Gas Corporation—a company co-owned 
by Dana Gas and its largest private shareholder, 
Crescent Petroleum—and NIOC in 2001, banded 
the NIOC to the supply of 600 million cf/d of gas 
starting from 2005; however, no gas has been yet 
delivered due to the NIOC’s failure to complete pro-
duction facilities for the Salman gasfield in the Arabi-
an Gulf and its demand to be paid more than origi-
nally agreed.

Kurdish Tanker Woes Continue
The Kurdistan Regional Government (KRG) has 
been thwarted in its bid for greater independence 
by being unable to sell oil from its new pipeline in the 
international market. While the central government in 
Baghdad was willing to ignore small piecemeal sales 
by the Kurds, they have strongly protested the sale of 
tanker-loads from the new Kurdish pipeline that ends 
in Turkey’s port of Ceyhan. The central government 
in Baghdad considers itself the only body that can 
negotiate the sale of oil from anywhere in Iraq. Only 
one in five cargos have been sold since the pipe-
line became operational in December, according to 
Reuters. The sale was made to Israel, which has no 
international treaty relationship with Iraq. Other buy-
ers don’t want to risk the potential lawsuits over the 
ownership of the oil, or risk getting into a dispute 
with the United States. Kurdistan’s largest buyer of 

oil, Lyndonell Basell, has said it will not buy any more 
oil until this dispute is settled. Currently, the United 
Kalavrvta, anchored in the Gulf of Mexico, faces a 
seizure order if it enters U.S. waters. Another is in 
the South China Sea off Malaysia and a third is in 
the Atlantic Ocean off Morocco. Every day the ships 
are forced to stay at sea their operating costs go 
up, driving down profits to the Kurdish government, 
which has been cut out of the Iraqi national budget 
since the start of the year. “It is not uncommon in 
our line of business for questions to arise over the 
ownership of a particular cargo,” said an official with 
the North P. &I. Club, the insurer for the United Ka-
lavrvta. The three ships are all managed by Marine 
Management Services M.C., which has declined to 
comment on the controversy.

Oryx Evacuates Staff from Iraq’s Kurdish Region
The Canadian company Oryx Petro-
leum Corporation Limited evacuated 
staff and suspended drilling opera-
tions in oil fields located in Iraq’s Kurd-
ish region mid August as a result of the 
ongoing unrest caused by ISIS and 
the U.S. air assault, reported Reuters. 
Chevron and Exxon Mobil left the area 
earlier the same week. Oryx’s oil field 
block lies between Mosul and the 
Kurdish capital of Erbil. Production at 
the Demir Dagh oil field started last 
June, averaging 3,000-4,000 b/d. 
Drilling operations at the Ain Al-Safa 

and Banan sites in the western por-
tion of the company’s Hawler license 
area have been suspended as well, 
the sites secured, and non-essential 
personnel located to Erbil. In a state-
ment, Oryx said, “It has implemented 
a number of precautionary measures 
to protect its employees and opera-
tions, given recent security develop-
ments in Northern Iraq”. It also said it 
will return to normal operations after 
the security situation has been re-
solved.

Sumitomo And Saudi Aramco to Transfer Project 
Ownership to PetroRabigh
According to Reuters, Sumitomo 
Chemical along with partner Saudi 
Aramco will transfer ownership of an 
$8.5 Billion petrochemical facility to 
their joint venture PetroRabigh. The 
new facility, Rabigh II, is an expansion 
of the joint venture’s petrochemical 
plant which will increase output and 
introduce higher-margin products. It is 
located on the Red Sea and received 
a go-ahead in 2012. Despite mainte-
nance issues, it is scheduled to go 
online in 2016, PetroRabigh repre-
sentatives stated this August. Owner-
ship will be transferred to PetroRabigh 
the fourth quarter of this fiscal year. 
Aramco and Sumitomo will both guar-
antee financing, each putting in close 
to $1 billion, said Sumitomo President 
Mazakazu Tokura last November. Ra-
bigh II will produce ethylene propyl-
ene rubber, thermoplastic polyolefin, 
methyl methacrylate monomer, and 
polymethyl methacrylate among other 
products 

Poland Served Notice 
Over Shale Drilling 
Laws
The EU Commission began legal 
proceedings against Poland for 
amending its national laws to al-
low shale drills at depths of up to 
5,000 meters without first having 
assessed the potential environ-
mental impacts, EurActiv reported. 
Earlier, Brussels sent Poland formal 
notice that it was opening a case 
against it for infringing the environ-
mental impact assessment (EIA) 
directive. In case Warsaw does not 
satisfy the commission’s concerns 
by the end of August, the case 
could reach the European court of 
justice (ECJ). Poland says that an 
amendment to its EIA law in June 
2013 limits shale drills in ‘sensitive’ 
areas such as Natura 2,000 sites 
to 1,000m. But “as shale gas re-
serves in Poland are located mostly 
at a depth 1,000-4,500m and the 
‘sensitive’ areas cover only 23% of 
the Polish territory, the new thresh-
olds de facto exclude most shale 
gas exploration projects in Poland 
from the scope of the EIA directive,” 
Joe Hennon, a spokesman for the 
Environment Commissioner, Janez 
Potocnik, told EurActiv.

China’s Shale Production Expectations Lowered
China has reduced its 2020 target 
for shale gas development by half. 
The Asian nation is finding it difficult 
to copy the success of the U.S. 
due to complicated geology and 
high production costs, according to 
Shale Gas News Today. Last year, 
China used 166 billion cubic me-
ters (bcm) of natural gas, making it 
the third largest consumer after the 
U.S. and Russia. The IEA predicts 
that China will be using 315 bcm 
per year by 2020 which is a 90% 
increase from their current rates. 
Half the increase is expected to 
come from domestic production 
including shale reserves. This es-
timate is much less than the goal 
of 420 bcm produced annually, 
which China set for itself, of which 
between 60-80 bcm were to be 

extracted from shale via Hydrofrac-
turing. Many estimates have China 
in possession of greater reserves of 
natural gas than even the U.S. with 
up to twice as much. However, the 
industry is heaving with problems 
leaving most projects in the explo-
ration stage. Many of the formations 
are much deeper than in the U.S. 
with substantially more clay, making 
extraction more expensive. Even 
the reduced 30 bcm goal may be 
unreachable. China produced 117 
bcm of natural gas in 2013 of which 
only 0.2 bcm came from shale. To 
meet these goals, the Republic will 
have to import substantially more 
gas, for which it plans to build in-
frastructure for transporting and 
storing.

European Shale Production not Before 2016
In a report by Gazprom released 
mid August, the company said 
shale gas production in Europe 
won’t be possible before 2016-
2018, reported ITAR-TASS. Shale 
production in Europe can face is-
sues such as the need to drill a 
large number of wells and chemical 
use for boosting gas inflow which 
may prove difficult due to the high 
population density and the environ-

mental and water safety concerns. 
France was the first to prohibit hy-
draulic fracturing for shale produc-
tion in 2011, followed by Germany, 
the Netherlands and Bulgaria with 
either complete or partial bans. On 
the other hand, countries including 
Britain, Poland and Ukraine are en-
couraging shale production by of-
fering tax benefits.

Shell to Sell Two Shale Projects in U.S.
Royal Dutch Shell announced the sale 
of two onshore U.S. shale gas assets in 
exchange for $2.1 billion and acreage in 
different gas-rich areas as the company 
restructures its North America business 
and reins in costs, reported Reuters. 
Shell agreed to sell to Ultra Petroleum its 
relatively mature natural gas-producing 
properties in Wyoming’s Pinedale field, a 
total of 155,000 acres, in a step that will 
mark its complete exit from one of its first 

U.S. shale investments in 2001. Ultra will 
pay Shell $925 million in cash and give it 
acreage in the oil and gas-rich Marcellus 
and Utica fields in Pennsylvania and Ohio, 
respectively. The Anglo-Dutch company 
will also sell its 107,000 acre Haynesville 
field in north Louisiana for about $1.2 bil-
lion in cash to Texas-based explorer Vine 
Oil & Gas LP and its partner, investment 
fund Blackstone Group LP.

Jordan Turns to Shale After Suspension of Egyptian Gas
Jordan’s oil shale reserves are among 
the richest in the world, but for years 
investing on exploration did not seem 
feasible for the country. As the supply of 
Egyptian gas is halted, the Kingdom is 
taking steps towards the exploration of 
their estimated 70 billion tons reserve, 
which is considered the fourth biggest 
after the U.S., China, and Russia, re-

ported Al Jazeera. Shale oil reserves 
are available in Jordan in 28 locations, 
among the richest is the Al-lajjoun de-
posit in the southern province of Al-kar-
ak. Several international oil companies 
have invested billions in Jordanian oil 
shale with production expected in early 
2017. Each ton of rock in Jordan is es-
timated to hold 120 liters of oil.
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Al-Ahram state run newspaper has reported 
that the Ministry of Electricity has started im-
plementing their strategy to produce about 
72,000 Megawatts per hour (MWH) annu-
ally from panels placed on 1,000 rooftops 
across the country. The project has an in-
vestment of about EGP 450 million. Four so-
lar panels, which were placed in North Cai-
ro power plant, have started operating this 

month producing 280 MWH per year reduc-
ing carbon dioxide emissions by 158 tons 
per year. Solar panels have been installed 
on the roofs of the buildings of the ministry of 
electricity and other ministry administrative 
buildings, pumping the generated power di-
rectly into the grid with minimum lost. Solar 
energy can be Egypt’s answer to its power 
issues as panel installation is fast and easy.

In a quest to reduce its dependence on hy-
drocarbons and strengthen its relationship 
with the second largest economy in the 
world, Saudi Arabia signed formal agree-
ment with China to increase cooperation 
in the production and use of nuclear and 
renewable energy. The memorandum was 
signed in Beijing by K.A. CARE (King Ab-
dullah City for Atomic and Renewable En-
ergy), and the Chinese National Nuclear 
Corporation (CNNC). Prince Salman toured 
China as part of a larger Asian trip in Jan-
uary, the main purpose of which was to 
strengthen ties between the two countries. 
The Chinese Ambassador to Saudi Arabia, 
Li Chengwen noted that several agreements 

between the two countries came out of this 
trip; also several companies were set up 
in China specifically to invest in the King-
dom. He also mentioned that infrastructure 
and aerospace “mega projects” were also 
in various stages of discussion. Li also said 
that the leadership of both countries would 
become closer over the next few years due 
to rapid advancement in projects including 
manufacturing, trade and investment. Saudi 
Arabia is China’s biggest supplier of crude 
oil with 19% of its imports in 2013 and has 
been its biggest trading partner in Western 
Asia and Africa for the last 12 years, ex-
ceeding all past set long-term goals.

Egypt Produces 280 MWH from Solar Panels

Saudi Signs Agreement with China for Renewable and 
Nuclear Projects

By EOG

Downstream

Arrow Releases Final Plans for Bowen Pipe-
line
Australia’s Arrow Energy re-
leased the final preliminary doc-
uments for the development of 
the Bowen pipeline. The 580 km 
pipeline goes from north of Mo-
ranbah to Gladstone, Queens-
land, Australia. The pipeline is 
to be between 610–860 mm 

in diameter and at a depth of 
at least 750 mm, with the pro-
posed route beginning in the 
southern part of the Whitsunday 
region through the Isaac, Rock-
hampton, and Gladstone local 
government areas. 

Iraqi Kurdistan Pipeline Doubles Capacity

Reuters reported that the ca-
pacity of Iraqi Kurdistan pipeline 
to Turkey, which began operat-
ing at the beginning of this year, 
is set to rise to around 200,000-
220,000 b/d from 100,000-
120,000 b/d by the end of 
August, a Turkish official stated 
to the news agency. Another 
source claimed that capacity 
could climb to 250,000 b/d in 
two to three months time. A joint 
venture of Anglo-Turkish Com-
pany, Genel Energy, and Sino-

pec’s Addax Petroleum is work-
ing to ramp up production in the 
Taq Taq oilfield, Iraqi Kurdistan’s 
largest, to 140,000 bpd by the 
end of this month. The pipeline 
is located at a distance from the 
areas controlled by the Islamic 
State. Around $350 million in oil 
sales have been completed or 
are under way from shipments 
sent via the KRG pipeline, a 
Reuters analysis of satellite 
tracking data shows.

South Stream Pipeline not Affected by EU 
Sanctions on Russia
In an interview with OMV maga-
zine, OMV Chief Executive Gerhard 
Roiss said that European sanc-
tions on Russia would in no way 
affect the South Stream pipeline 
to bring Russian gas to Europe. 
OMV is partnered with Russia’s 
Gazprom, Italy’s Eni, France’s EDF 
and Germany’s Wintershall in the 
pipeline that is to go across Rus-
sia, under the Black Sea, Bulgaria, 
Serbia, Slovenia, Austria and may 
be extended to Italy. Approved EU 
sanctions currently exclude meas-
ures to curb gas flow from Russia 
to Europe. Ross is convinced the 
deal signed with Gazprom, in June, 
will not be hindered by Brussels; he 
stated, “Europe would be shooting 
itself in the foot if it prevents the 
construction.” The pipeline con-

struction of the Austrian part is to 
conclude in 2016 with its first gas 
supply to be delivered in 2017, the 
cost of which is split between OMV 
and Gazprom.

Iran to Supply Europe with Gas Through Nab-
ucco Pipeline 
Bulgarian Deputy Oil Minister in 
charge of International Affairs, Ali Ma-
jedi, announced that two European 
countries have already expressed 
interest in a project conceived by 
Iran, to supply gas to Europe via 
the Nabucco gas pipeline. The 
story, as reported by ITAR-TASS, 
stated that Iran, the world’s largest 
holder of gas reserves, would help 
Europe diversify its energy imports 
by supplying a percentage of its re-
quirement. Majedi said there were a 
wide range of supply routes to Eu-
rope for Iranian gas through Turkey, 

Syria, Iraq, the Caucasus, and the 
Black Sea; however the best option 
was through Turkey. He claimed in 
no uncertain terms that the Nabuc-
co gas pipeline would be useless if 
not supplied by Iranian gas. He also 
mentioned Turkish interest in the 
project. Nabucco’s shareholders 
include Austrian OMV, Hungarian 
MOL, Romanian Transgaz, Bulgar-
ian Bulgargaz, Turkish BOTAS and 
German RWE.

EnLink to Construct 
72 km Pipeline

Pipelines International reported that 
EnLink Midstream Partners and EnLink 
Midstream LLC plan to construct a new 
72 km, an 8-inch condensate pipeline, 
six natural gas compression and con-
densate stabilization facilities that will 
service major producer customers in 
the Utica Shale, including Eclipse Re-
sources. The pipeline, which is expect-
ed to be complete in the second half of 
2015, will have an initial capacity of ap-
proximately 50,000 b/d and is expand-
able based on customer interest. The 
Partnership expects the pipeline to be 
operational in the next quarter of 2014. 
The total investment for the expansion 
project is over $250 million.
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Sparking Reform: 
Creating Dynamism in the 
Egyptian Energy Sector

By Justin Dargin

Key Elements of Reform

•	 Institutional Streamlining: A fast track deci-
sion-making process should be instituted which 
encompasses a rapid and reliable approval pro-
cess for project developments. 

•	 Creation of Attractive Fiscal Terms: Investment 
terms which compensate for the costs of deep 
drilling in the Mediterranean. 

•	 Pricing Mechanisms: Reconfiguration of the 
price floors and ceilings paid by the government 
to INTERNATIONAL ENERGY COMPANIES s. 
Indexation that tracks various fossil fuel bench-
marks should be implemented. 

•	 Reduction of Payment Delays: The government 
should prioritize payments to international en-
ergy companies for exploration and production 
activities. 
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Egypt has been at the center of the news for the past several 
years. Its constant political and economic turmoil have kept the 
country on a razor’s edge. Since, the 2011 revolution, Egypt’s 
economy has sputtered. And, it has been extremely difficult for 
the country to retain and attract foreign revenue, as well as cru-
cial tourism inflows. All of the preceding had a knock-on effect 
for the country’s energy sector, and its underlying strength and 
vitality have been severely questioned. Consequently, investors 
have turned away from the Egyptian market

The Egyptian government has recognized this, and has taken 
several steps to revitalize the economy and energy sector within 
the past year. And, to turn things around, the Sisi administration 
recently formulated a series of bold proposals to eliminate the 
burdensome subsidy framework and stimulate investment in the 
country’s stagnant natural gas fields and creaky power sector. 
However, in the short to midterm, Egyptian energy demand is 
still poised to rapidly outpace domestic production with Egypt 
obligated to turn to the international LNG market to meet the 
shortfall. 

Beginning in 2013, Egypt took a number of positive steps to 
redevelop its energy sector. Several Gulf countries provided an 
invaluable lifeline in the form of aid, both monetary and in kind 
since the governmental transition of 2013. However, it is unlikely 
that this assistance will continue for the long-term. In response to 
these challenges, the Sisi administration rolled out a set of ambi-
tious plans for crucial energy sector reform over the next several 
years. These plans, if implemented faithfully and comprehensive-
ly, should be quite effective in checking gas and power demand 
increases. In furtherance of that goal, Egypt also began issuing 
new exploration licenses and reducing outstanding debt along-
side the subsidy reform plan. All of these actions are needed 
for Egypt to meet its objective of reducing energy consumption, 
creating incentives for natural gas exploration and production, 
as well as reducing its substantial governmental deficit that has 
ballooned due to subsidies. 

In order for Egypt to create a sustainable growth model, it needs 
to implement a dual pronged strategy that focuses both on the 
short and long term.  By focusing on the long term, it may stim-
ulate natural gas production through the creation of an attractive 
regulatory/investment framework, and by reducing subsidies, it 
will be able to decisively reduce energy consumption.  More-
over, to satisfy its short term peak natural gas demand needs, 
it should create a viable LNG import model. Additionally, Egypt 
should create a robust public-private partnership model to spur 
the entry of private capital to rehabilitate its domestic gas distri-
bution network. Egypt’s main challenge is not a dearth of natural 
gas reserves, but its ability to invest/produce its resources and to 
consume them in a sustainable fashion. As a result, this requires 
the development of a coordinated policy to implement LNG im-
port and combine it with the development of attractive invest-
ment terms throughout every link in the natural gas value chain. 

It goes without saying, Egypt’s energy challenges are significant; 
however, they are not insurmountable if creative and proactive 
strategies are undertaken. The natural gas trends for Egypt indi-
cate that increased domestic demand, tied to maturing natural 
gas reservoirs, will lead to a nearly unavoidable decline in Egyp-
tian production-and therefore, export- capacity over the coming 
decade. Egypt is also challenged with retaining a large portion of 
the value of natural gas in the domestic economy. Additionally, 
to complicate issues, there are very weak forward and backward 
linkages throughout the economy. The low levels of integration 
between energy-intensive industries and the national economy 
have led to low rates of job creation and technology transfer for 
domestic industry. The value-added sector faces similar chal-
lenges, and the refining and petrochemical sector still suffer from 
a serious lack of investment capital due to low state liquidity on 
one hand, and stifling bureaucratic centralization of the sector on 
the other. 

Similarly, Egypt has lately (since 2008) experienced extreme 
power blackouts that have affected a large swath of the popula-
tion. Fast-paced economic growth in the 2000s, as well as major 
expansion of the industrial and manufacturing sector led to elec-
tricity demand swelling by approximately 8 percent per annum, 
which placed enormous strains on the country’s power supply. In 
response, the government pledged to expand power generation 
capacity by 58 thousand MW over the next two decades. But, 
this may be an extremely ambitious goal in the face of declining 
natural gas production, for without natural gas sector reorganiza-
tion, it is difficult to foresee how rising power demand will be met. 

Despite the current political travails, Egypt has taken steps to en-
courage natural gas production. Egypt was somewhat of an en-
ergy leader in the Middle East and North Africa during the 1990s 
and early 2000s for awarding the largest number of energy con-
cessions in the region. Despite that early forward momentum, it 
is still facing looming supply shortages in the natural gas sector. 

After the significant deepwater natural gas finds in the 1990s, it 
has not had comparable success in the last several years, and 
production has not matched the steadily growing rate of con-
sumption. For instance, despite the economic slump following 
the 2011 revolution, natural gas consumption still increased by 
10 percent, reaching 1.75 TCF (49.1 BCM) from 2010, while 
production steadily declined during the same time period. 

The global financial crisis of 2008 and the political transition of 
early 2011 disrupted market confidence and led to repatriation 
of investments, causing stagnation of gas production in the face 
of rising domestic demand. Notwithstanding these structural 
problems, Egypt still has significant potential for increased gas 
production based on its substantial reserves.  However, most of 
Egyptian incremental supply going forward will come from deep-
water offshore in the Mediterranean, as these fields are estimat-
ed to contain approximately 75% of Egypt’s total gas reserves.

These new reservoirs are geologically complex with high tem-
peratures and reservoir pressure. To stimulate production, these 
fields require enormous investment, a specialized skill-set and 
advanced technology. Additionally, the production cost of these 
fields, while not inordinately prohibitive, is several fold higher than 
Egypt’s associated natural gas fields and requires a substantial 
reworking of the investment terms to make production viable. 
Even though Egyptian prospects for an increase in natural gas 
production are immense, if proactive steps are not taken, then 
Egypt faces the risk under a worst case scenario of runaway gas 
demand growth over the next decade and becoming a long-term 
LNG importer (at international prices). Egypt is already on its way 
to becoming what is known as an “Export Land” country. An 
Export Land country is one that is caught in the iron scissors of 
declining energy production and rising domestic demand, which 
therefore reduces its ability to export. In that scenario, the de-
cline in exports is disproportionately larger than the decline in 
production.

Considering that Egypt depends upon the oil sector for crucial 
hard currency generation, with the decline in oil output, natural 
gas will likely comprise a disproportionately larger share of rev-
enue generation. Still, it appears that the natural gas sector is 
following the same seemingly inexorable logic as the oil sector, 
whereby demand is rising and production is plateauing/declin-
ing. The trend was starkly exemplified by the official announce-
ment in 2008 that no new LNG contracts would be negotiated. 
And, to further illustrate the decline in gas production and the 
increase in demand, after the implementation of the gas mora-
torium, in 2013, Egypt began to divert gas shipments away from 
LNG plants to the domestic power sector. These diversions ulti-
mately caused BG to announce force majeure for its international 
commitments. 

Under a much more moderate forecast, it is likely that Egypt will 
still face a sharp curtailment of its natural gas exports in order 
to satisfy domestic demand. Although Egypt has continued to 
discover new gas reserves, gas production has slightly slowed 
down and its reserves-to-production ratios have begun to de-
cline, these factors make discovery of new gas fields all the more 
essential. In any case, it is apparent that at least for the near term, 
unless gas production increases and demand stabilizes, Egypt 
will have to import LNG to meet peak demand requirements.

Policy Recommendations for a Sustainable Gas Future 

How then will Egypt meet these challenges? While the dominant 
form of contractual model in Egypt - the production sharing con-
tract based on a concessionary framework - has worked well for 
many years providing investment stability, there is still room for 
modification and further development. The Egyptian government 
promulgated the basic legislation which governs the sector in 
the 1950s. Now this model is extremely antiquated and does 
not meet Egypt’s current needs. A new framework should be 
created recognizing the importance of developing the new high 
cost deepwater reservoirs through the use of the technology, 
expertise and managerial practices from international energy 
companies. Therefore, enhancement of the investment terms is 
perhaps the single most important method to stimulate upstream 
gas development.  

A new regulatory framework governing investment terms would 
overcome one of the central ailments afflicting upstream devel-
opment, and that is the high cost of extracting natural gas from 
the Mediterranean reservoirs. An incentive based structure pro-
moting a sufficient rate of return would attract large investments 
from international energy companies interested in deeper en-
gagement in the Egyptian natural gas sector. Likewise, operating 
as yet another barrier, military permits, which are necessary for 
each step of the exploration and production process, are often 
not clearly understood. This process has sometimes subjected 
investors to significant delays, at times reaching over two years. 
As it is the government’s stated goal to increase economic 
growth to 5-6 percent per year and natural gas production to 8 

percent per year, regulatory enhancement and transparency are 
a must. 

The Implementation Process

Egyptian authorities should implement a three-stage process 
of regulatory reform focused upon enhancing the investment 
terms for deepwater exploration and production, expediting the 
approval process through institutional reform and energy price 
reconfiguration. 

Investment Terms: The dominant form of contractual model in 
Egypt has been the production sharing contractual framework 
built upon a joint venture framework. This has been the standard 
model in place for decades. But, given the current bottlenecks in 
the sector and the need to produce from complex reservoirs, this 
does not continue to offer a flexible exploration and production 
model for international energy companies. To stimulate reinvig-
orated exploration and production in the Mediterranean, Egypt 
should eliminate the obligation of creating a joint venture mod-
el and instead allow full ownership of the gas field in question 
to vest to the international energy companies. By that method, 
while the energy company would be fully responsible for invest-
ment risk, it would at the same time still encourage investment. 
Such a policy has already been deployed for some natural gas 
reservoirs in the Nile Delta. Furthermore, there should be a con-
tractual stipulation to allow a robust cost recovery mechanism 
which would allow the parties to renegotiate the price mecha-
nism if it is not economically viable. 

Institutional Streamlining: Implementation of an expedited regula-
tory regime should focus on three elements: The application pro-
cess, the permit-issuing process (i.e., military) during exploration 
and production and the payment and cost expenditure recovery 
framework. 

Investors are reassured when they understand that decisions will 
be made and implemented in a timely manner. As stated above, 
the delay (sometimes longer than two years) for an approval is an 
unnecessary hindrance for investment. Rapid decision-making 
is critical to encourage investment when a company applies to 
develop a particular field. 

In addition, the regulatory authorities should draft a clear and 
transparent framework for military permits. The governance 
framework regarding the issuance of permits is unclear and cre-
ates additional transaction costs. There should be a system of 
pre-approval from the military for the entire development project 
once a project’s general parameters have been approved. Fur-
thermore, if additional modifications take place outside of the 
original project specifications, a clarified permit submission sys-
tem should be developed with a provision that a decision should 
be forthcoming within a pre-specified time, and if the decision is 
delayed beyond that, the permit application should be deemed 
approved. 

Lastly, the process for reimbursement of expenditures should be 
expedited and set within a clear regulatory framework. The Sisi 
administration already indicated that energy sector debt repay-
ment will be granted priority and paid as quickly as possible. 
The Egyptian authorities formulated this policy in recognition that 
payment delays create severe obstacles for the additional invest-
ment needed to stanch further natural gas production decline. 

Pricing Framework: The majority of Egypt’s concessions have 
a natural gas price floor and ceiling paid by the government to 
the investing company that does not adequately reflect the cost 
structure of producing from complex reservoirs, especially deep-
water reservoirs in the Mediterranean. The current contractual 
model for upstream investment continues to stipulate predeter-
mined price negotiations between the parties. However, while 
allowing some flexibility, this upstream model creates uncertainty 
as negotiations are not directly based on market signals and an 
evolving cost environment. 

Nonetheless, in order to be truly attractive, the authorities should 
create an indexation model, either linked to cost of production, 
a natural gas benchmark price, export price, or to the global 
price of oil. Without an indexation model subject to clear market 
signals, companies will not be able to sufficiently plan future in-
vestment, nor would capital markets continue to finance projects 
based on the current somewhat rigid price structure that may 
not incorporate future cost shifts due to reservoir complexity and 
market shifts. 

Justin Dargin a leading Middle East energy expert specializing in 
the Gulf energy sector, emergent carbon markets, and regional 
industrialization. He was a former Research Fellow with The Du-
bai Initiative/Harvard University, where he won a Harvard award 
for his research on the region, and is a Fulbright Scholar on the 
Middle East/North Africa
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The Implications of Egypt’s Energy Price Rises; 

Prosperity Through Pain?

Over the course of a few days in early July the 
Egyptian government announced a range of dras-
tic cuts to energy subsidies.   

Natural gas subsidies to several industries are be-
ing slashed, increasing prices by 30-75% accord-
ing to a report by Reuters. Subsidized gasoline 
and diesel fuel prices will rise by as much as 78%. 
Electricity prices are set in rise by up to 56% in 
some pricing tiers.

“[The decisions] needed to be taken now or lat-
er, so it is better to confront [the problem] rather 
than leave the country to drown if we delayed lon-
ger than this,” said Egypt’s President Abdel Fatah 
El-Sisi, quoted in a Reuters report.

Egypt’s spending on energy subsidies has in-
creased substantially over the past decade reach-
ing 22% in of the budget in FY2013 from 9% in 
FY2002, according to a recent report by the World 
Bank. The Finance Ministry has said that, without 
reforms, the budget deficit would have risen to 
14.5% in the current fiscal year.  

The Finance Ministry has claimed that cuts in en-
ergy subsidies could save around 40 billion EGP 
in the current financial year. Yet the measures are 
also likely to present challenges for many indus-
tries, businesses and ordinary Egyptians.

Natural Gas Price Rises and the Impact on 
“Competitive Advantage”
The higher natural gas prices are likely to have 
most impact on certain energy-intensive sectors of 
the economy as many businesses and industries 
that have benefited from cheap energy will now 
have to pay rates that are closer to global prices.

The price of natural gas in the cement sector will 
increase by a third. The price of natural gas in the 
iron, steel, aluminum, copper, ceramic, and glass 
industries will almost double. The cost of gas in 
the fertilizer, electricity, and petrochemical sectors 
will also increase.

Many of the affected industries have expressed 
concern at the measures. Ahmed Abou Hashima, 
Chief Executive of Egyptian Steel, told Reuters that 
the measures would strip Egyptian industries of 
their competitive advantage. Sources in the steel 
industry said that they were hoping to negotiate 
with the government to reach an acceptable and 
gradual price rise to avoid a sharp spike in prices 
which could deliver a shock to the market.

Cement industry sources, quoted in the Interna-
tional Cement Review, say that the lack of natural 
gas has already reduced their production capabil-
ities.  The latest measures may sharply increase 
the price of cement, carrying a knock-on effect 
into other sectors of the economy, such as the 
construction industry.

The rise in fertilizer prices may indirectly increase 
costs in agriculture. The rises in other industries 
may indirectly impact on sectors that are not di-
rectly subject to price rises, such as food, textiles, 

real estate, pharmaceuticals and telecommunica-
tions.

“[Changes to] the cuts and subsidies were long 
overdue and had to be done, and in fact we are 
only part of the way there—there is still a consider-
able amount of subsidy that is still being applied,” 
says Ragui Assaad, Professor of Public Affairs at 
the University of Minnesota. “If you looked at the 
distribution of where the subsidies were going they 
were very regressive.”

“These industries do clearly have a cost push 
that will increase the cost of things like agriculture 
though fertilizers and construction through ce-
ment” Assaad concedes, “but there are so many 
other industries that have not emerged because of 
the presence of these energy subsidies.”  

Assaad cites the solar energy industry as an exam-
ple of a sector which has not emerged because of 
unfair competition with very low energy and fossil 
fuel prices. “So I think that this kind of restructuring, 
although painful in the short run, is actually quite 
beneficial in the long run and was absolutely nec-
essary from an economic point of view.”

Assaad dismisses the argument that industry fig-
ures are making about the undermining of their 
‘competitive advantage.’  “Of course it is being 
undermined” says Assaad, “but they didn’t really 
have a competitive advantage, it was an artificial 
one that was created by the subsidies.”

Justin Dargin, energy expert at the University of 
Oxford, says that many big businesses and large 
industrial users are beginning to adapt by becom-
ing more efficient. “They recognize that in order to 
compete with other global firms, they cannot com-
pete only upon low cost natural gas, but they must 
compete on better quality and a more efficient in-
dustrial process” says Dargin.

Although the attractiveness of the Egyptian indus-
trial sector to international investors will be weak-
ened in some sectors, Dargin believes that “refor-
mation of the energy subsidy framework in Egypt 
will over the long term make the economy more 
competitive and business friendly. This is especial-
ly true for the energy sector as firms will begin to 
invest and increase production to meet domestic 
demand.”

However, some of the industries that have bene-
fitted from subsidized gas may also adapt to the 
price rises by shifting to other more polluting fossil 
fuels. In April the Egyptian cabinet announced that 
the cement industry would be allowed to start im-
porting coal for power generation, which is cheap-
er than natural gas.

Increased Fuel Prices Could Drive Inequity

The rise in gasoline and diesel fuel prices will have 
an impact on commercial distribution costs, which 
are likely to be passed on to the consumer. “The 
head of the Cairo Chamber of Commerce’s poultry 
division said chicken prices will rise by 25% within 

days because of added transportation costs” re-
ported Bloomberg.

Mini-bus and taxi fares rose by about 13% over-
night, according to figures in the state media. 
80-octane, favored by many drivers, rose by 78%. 
Diesel fuel, used in trucks and microbuses, rose 
by 64%.

In addition to the added pressure on many busi-
nesses and industries, analysts worry that the 
impact of these rises will be felt most acutely by 
poorer sections of society and that the govern-
ment has failed to provide them with adequate 
protection or compensatory measures.

“The only thing that they could have done better 
is the issue of cash transfers to compensate the 
poorest groups” argues Assaad.  “While they have 
plans to do that, these plans have not been imple-
mented and are probably too narrow in scope.”

Dargin also believes that there may not be ade-
quate safeguards to help mitigate the impact of 
price increases on the poor. “The reason for this 
is that Egypt lacks a robust administrative appa-
ratus to be able to moderate any price increase,” 
he says.  “Therefore, a phased increase is often 
best with targeted subsidy reduction that impacts 
different socio-economic sectors differently.”

Egypt’s Prime Minister, Ibrahim Mahlab, defended 
the fuel price increases by arguing that they were 
a part of the government’s “war” on poverty and 
would help to achieve “justice” in a system that has 
benefited the wealthy at the expense of the poor. A 
recent report by the World Bank stated that more 
than 60% of the fuel subsidies went to the richest 
quintile of the population while the poorest quintile 
received only 7% of the subsidies.

Yet it seems likely that the wide ranging impact of 
these fuel price rises will have a significant second-
ary impact on a large segment of the population 
that is already facing economic hardship. Further-
more, if the purchasing power of a large number 
of people is weakened, this is likely to have a neg-
ative impact on many businesses. 

Electricity Rises Impact on Ordinary Egyp-
tians
The impact of the government’s electricity rises 
has also provoked debate. The Minister of Electric-
ity said that the electricity price rises were part of a 
plan to eliminate power subsidies within five years. 
Energy prices are likely to double over the next five 
years but the government has announced a new 
tiered pricing structure that they claim will ease the 
burden on poorer people.

Yet Yahia Shawkat, Housing and Land Rights Of-
ficer at the Egyptian Initiative for Personal Rights, 
says that the new tiered system is based on 
unfounded claims about how much electricity is 
used by the poor. Shawkat says that, contrary to 
government claims, research shows that energy 
use for poorest segments of society tends to fall 

within third and fourth tiers, which are experiencing 
the highest rate of price increase – between 56% 
and 39%, whilst the increases for middle and high-
er earners range from 17% to 25%.

“The rises will affect the poor disproportionately” 
says Shawkat, adding that poor people will find it 
hard to cut down on electricity use because they 
tend to only use the most basic and essential ap-
pliances, “whereas in the higher tiers there is a lot 
that can be cut out and a lot more efficiency can 
be added in, but since the pricing does not incen-
tivize using less electricity then you’re not going to 
see that.”

In addition to making life harder for many struggling 
Egyptians, a failure to equitably deal with electricity 
usage will have an impact on the wider economy 
and government finances in terms of both weak-
ening the buying power of large segments of soci-
ety, and in limiting the impact of reduced subsidies 
if overall consumption is not reduced.

The Political Implications
The measures may make the energy sector more 
efficient and create incentives for investment. They 
could allow Egypt to greatly reduce its energy im-
port bill in the future.  Lifting energy subsidies may 
also make it easier for Egypt to reach a loan deal 
with the International Monetary Fund. Money that 
has been spent on providing energy subsidies 
could be redirected towards social services. The 
rebalancing of the economy could provide oppor-
tunities for emerging industries, such as solar and 
wind power.

Yet the measures could also hurt the poorest sec-
tions of society, weaken investment attractiveness 
in some sectors, and provoke some industries to 
adapt to the changes by shifting to harmful more 
harmful fuel alternatives.

The government hopes that, while businesses 
and consumers may have to deal with painful 
pressures in the short-term, the longer-goal is fis-
cal sustainability that will provide the conditions for 
the beleaguered economy to recover.

So far the price rises have not provoked significant 
political unrest and analysts suggest that Sisi con-
tinues to enjoy the backing of many business lead-
ers, yet this could change if the government fails to 
effectively and fairly manage the short-term pain.

“The political implications will likely be quite signif-
icant if the government does not create a new 
social contract. This would involve making certain 
that the poor are cushioned from some of the 
sharpest price increases” argues Dargin. “Sisi will 
see a sharp reduction in support for his energy 
policies if he cannot guarantee a social safety net 
for the poor and consistent supply for the large in-
dustrial users.”

Patrick Keddie is a British freelance journalist spe-
cializing in politics, human rights, and culture in the 
Middle East. 

By Patrick Keddie
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Fugro collects and interprets data related to the earth’s surface and the soils and rocks 
beneath and provides advice, for purposes related to the oil and gas industry, the mining 
industry and the construction industry.
Fugro operates around the world at sea, on land and from the air, using professional, 
highly-specialised staff and advanced technologies and systems.
Fugro SAE is the place to get access to the expertise available in the entire Fugro group 
of companies.

MV FUGRO NAVIGATOR 

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

Fugro SAE

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

Email : info@fugro-egypt.net 

www.fugro.com

WHEN EXPERTISE COUNTS...

...COUNT ON FUGRO
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The Rising Demand for Leaders

Our research has confirmed that the key strategic capability 
for organizations across the globe is leadership, and compa-
nies in the oil and gas industry are no exception to this rule. 
But thousands of the oil and gas industry’s most experienced 
technical leaders must be replaced over the next three years as 
they reach retirement, and not enough new leaders are reaching 
the required levels fast enough. This exodus of skilled person-
nel and the increasing reliance on younger, inexperienced col-
leagues – known as the Big Crew Change – will leave a gaping 
hole in leadership capability across the industry.

Recruitment cutbacks during the recession of the 1970s and 
1980s have created an industry devoid of a generation of ge-
oscientists and petroleum engineers. Oil and gas majors are 
striving to fill this gap by hiring young talent, a task made espe-
cially challenging in places like GCC (Gulf Cooperation Council) 
countries by the limited supply of experienced locals and the 
drive towards nationalization.

Organizations are taking a long-term view to hiring and retaining 
local talent, but they must also start thinking strategically about 
leadership development. One central challenge is recruiting 
enough talent for future succession, but an even more complex 
challenge is preparing these new recruits for senior leadership 
roles in the next 5 to 10 years. Some companies will view the 
Big Crew Change as an HR headache, but more forward-think-
ing, resourceful companies will treat it as an opportunity to cre-
ate a new generation of leaders—fast.  

What Can Egypt Offer?

The good news is that Egypt is particularly well suited to develop 
local leaders in the oil and gas industry. The country’s popu-
lation demographics and positive feelings towards the oil and 
gas industry serve as a good start on the path to leadership 
development. 

Leaders across all sectors make comprise about 8% of most 
country’s workforce. In most countries, finding the right num-
ber of leaders to fill those posts is a relatively easy task. This 
is the case with Egypt, as it does not suffer from a small local 
population from which to nurture a new generation of leaders. 
Countries like Qatar and the UAE, on the other hand, possess 
relatively small number of nationals and large expatriate com-
munity, which makes local leadership development much more 
challenging.

Second, the oil and gas sector in Egypt, and specifically the en-
gineering profession, does not have to overcome the same neg-
ative stereotypes that the industry faces in other countries. Our 
research with oil and gas companies in GCC countries illustrates 
that recruiters struggle to overcome the negative perception that 
engineering jobs are excessively “difficult” and “dirty”. Similar 
perceptions of the industry and the engineering profession do 
not appear to be as prevalent in Egypt. 

Whatever the exact case may be, it is clear that more studies 
need to be done on the perceptions of the Egyptian oil and gas 
industry. Additional studies will allow companies to attract the 
right employees who will stay with the company long enough to 
assume leadership roles later in their careers. 

Teach it, and They Will Come

The good news is many of the attributes of sound leadership 
can be taught, particularly at senior levels. While certain leader-
ship traits come naturally to some, Oxford Strategic Consulting 
has found that fundamental traits such as positivity and empathy 
can be learnt. This means that Egyptian leaders in the oil and 
gas industry can be developed through a process. 

The first step of the process is to define, develop, and encour-
age the specific traits needed by Egyptian leaders. The second 
step is to define and develop the experiences needed to pro-
duce these leaders. The third step is to encourage and reward 
leadership behavior. The final step is to monitor and assess the 
outcomes of leadership. Of course, if the oil and gas indus-
try wants to be a main beneficiary of leadership development, 
then companies must take a more proactive role in the collective 
development of future leaders equipped with industry-specific 
skills.

This leadership development process can take many forms, but 
education is the key enabler for developing leadership capabil-
ities. Programs aimed at teaching leadership skills can ensure 
that young Egyptian boys and girls benefit from an early age. 
Moreover, educational programs geared toward leadership will 
place young Egyptians in a better position to be fast-tracked into 
top roles once they leave school.

There are other shorter-term approaches to help develop po-
tential. For example, the consultancy we work for is designing a 
smartphone app that helps leaders get the very best from their 
teams.

What Motivates Future Egyptian Leaders?

Every country has distinct advantages when it comes to de-
veloping leaders, and this is reason for optimism. For example, 
our research found that one of the most promising advantages 
for leadership development in the UAE is that young Emiratis 
express a great deal of national pride. 

In a survey of Emirati high school students that we conducted as 
part of a major research project, we asked students what moti-
vated them. “Helping the country” and “contributing to society” 
proved the two strongest motivating factors for these students. 
Therefore, we concluded that oil and gas companies could both 
attract and develop future leaders by realigning their employer 
messages and demonstrating how local leadership within the oil 
and gas industry can benefit the UAE.

Egypt certainly possesses distinct advantages in developing 
leaders, but there has not been enough research exploring these 

advantages. We believe that the Egyptian oil and gas industry 
would benefit from more research that explores the particular 
social and cultural factors that shape leadership development 
in Egypt. Similar research that our consultancy has performed 
for BP in the UAE and Oman has been extremely helpful for the 
company’s recruitment and development approaches. 

Oil and gas companies can also invest in research that exam-
ines the Egyptian leadership style. Our company is currently 
conducting similar research in the UAE and Saudi Arabia and 
part of a larger research initiative on the Gulf Arab leadership 
style. Egypt will certainly have a different leadership style than 
the countries in the region. The consequent Egyptian leadership 
style would be consistent with national identity and culture and 
provide the basis for a huge number of young Egyptians to very 
quickly become effective leaders.

For this reason, oil and gas companies should be spearheading 
research on the Egyptian leadership style. Not all of the leaders 
in such a research initiative will come from within the industry, 
but the research will show the industry’s commitment to leader-
ship development. Most importantly, pioneering the research will 
place oil and gas companies in a position where they can fully 
benefit from the investment in the next generation of leaders. 

Work Towards “Green Leadership”

Egyptian oil and gas companies must work together to create 
local, renewable, and sustainable leadership in the industry. 

First, we believe that local talent is often preferable to compara-
tively skilled expatriate talent, and this is especially true of those 
in leadership positions. Companies that fill leadership roles with 
local talent benefit from organizational leaders who truly know 
the language, culture, and history of their region. At the same 
time, local leaders serve as role models to a potentially much 
wider circle of family, friends, and colleagues within their respec-
tive societies.

Second, leadership must be more easily replenished in the 
industry. This is no easy task as leaders are a rare caliber of 
people; however, investing in local leadership development can 
result in a renewable cycle of leaders. Research demonstrates 
that people who spend more time around leaders, especial-
ly close friends and family, are more likely to become leaders 
themselves. In other words, leadership is contagious.

Finally, the future success of the oil and gas industry in Egypt 
depends on sustainable leadership. While expatriate leader-
ship is sometimes necessary, we do not believe that importing 
leadership is ultimately sustainable, cost-effective, or efficient. 
Investing in local leadership development is the solution for the 
oil and gas industry’s oncoming leadership problem. The best 
ways of solving this problem will be the subject of our next re-
search project. 

Leaders 
             By William Scott-Jackson and Robert Mogielnicki, Oxford Strategic Consulting

Developing a 
Generation of 
Oil and Gas
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ABERDEEN • DEN HELDER • GENOVA • SINGAPORE   
WWW.VROONOFFSHORE.COM

VROON provides a diverse range of services 
and solutions for key offshore-support needs, 
including platform supply, emergency 
response and rescue, anchore handling and 
subsea support.
Our versatile fleet of more than 100 vessels follows a 
rigorous maintenance programme, which together 
with ongoing orders for new builds, ensures our contin-
ued commitment to providing services that are safe, 
reliable and cost effective.
We have the fleet to meet your needs, the people to 
deliver and the determination to succeed.
For more information visit www.vroonofshore.com • Meet 

  • Deliver 
    • Succeed

Leaders in Safety

Pan Marine Group a one stop service provider for Oil & 
Gas sector in Egypt , our group consists of:-

•   Pan Marine Petroleum Services FZ
•   Pan Marine Shipping Services
•   Pan Marine Logistics Services.
 Our customers are our great asset that we aim to 
provide them with first class services in the most 
economical & efficient way understanding their 
needs, solving their problems and being a sup-
portive consultant. We do our best to meet and 
exceed our clients expectations.

We are proud of past successes and will con-
tinue to strive into the future. 

For more information visit: 
www.pan-marine.net

Head Office
50 Omar Lotfy St., Camp Cesar 

Alexandria - 21321- Egypt. 
Tel.: +203 59 01 605 (10 Lines)

Fax: +203 59 01 542
Warehouse

Free Zone - Al-Ameryia - Alexandria - Egypt.
Cairo Branch

8 Al Adeeb Ali Adham St., Sheraton Bldgs. Heliopolis 
Cairo - 11361 -  Egypt.

Tel.: +202 226 75 226 (5Lines)
Fax: +202 226 75 227

Other Branches
Damietta, Port Said, Suez, Red Sea Ports. 
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What is your background in the international ship-
ping industry, and what is your experience within 
VROON Offshore Shipping?

I have been in international shipping for over 25 years. I 
started as an agent for an owner with bulk/container ves-
sels in Rotterdam. Later I spend 11 years in London with 
a Japanese shipping line and ship owner before moving to 
Vroon in 2004. In 2008 I joined Vroon Offshore Service, first 
in our Den Helder (Netherlands) affiliate and from 2012 in 
our Genoa (Italy) affiliate.

Could you tell us more about VOS and the services 
you provide worldwide? 

VOS supplies offshore support vessels to the offshore in-
dustry in a wide range of activities during offshore field de-
velopment. Our vessels are engaged in seismic and survey 
activities, during exploration for supply and anchor handling, 
and during production with IMR (Inspection, maintenance, 
and repair). Our aim is to provide these services with good 
quality, relatively new vessels, dedicated and professional 
crews, where safe operation is equivalent to efficiency and 
excellence in operations, at a good price/quality ratio. Our 
focus on excellence also means hands on approach on fuel 
efficiency, which provides an additional value to our clients 
in the day-to-day operations of the vessels.

Where has your primary focus been, in terms of ge-
ographic locations?

VOS primarily focuses on the North Sea, the Mediterranean 
(including Black Sea and Red Sea), and Southeast Asia. 
However with our current new build program of 36 PSV/

AHTS for delivery in 2015 and 2016, we are looking at ex-
panding our markets providing we can maintain our high 
standards our customers expect from us.

What types of vessels does VOS operate, and which 
specifically are the ones that operate in Egypt?

VOS operates ERRV (Emergency Response & Rescue ves-
sels), PSV, AHTS and sub sea support vessels. Through 
a different affiliate, called MPI, we offer windmill installation 
vessels and windmill maintenance vessels. In Egypt we pre-
dominantly operate medium sized AHTS and PSVs.

What are the most common services supplied in 
Egypt by VOS?

Our first job in Egypt was for a deepwater project where one 
of our subsea support vessels was used for trenching ac-
tivity. Since then, we have been engaged in rig towage and 
positioning, as well as in exploration supply. At the moment 
we are mostly servicing production supply and IMR support. 
Recently we have also supported some seismic campaigns 
with seismic support vessels.

Who are some of the companies VOS deals with in 
Egypt?

We are working with some of the larger oil companies and 
joint venture (JV) companies in Egypt, but we prefer not di-
vulge detailed information pertaining to our clients.

What has VOS’s experience been working with the 
oil and gas sector in Egypt?

In the Red Sea the operations can be quite intense but gen-

erally the level of professionalism offshore and onshore is 
at a decent level to perform the services well. On the other 
hand, the contractual situation, especially with the JVs and 
the overall tender process is quite complex and at times 
frustrating. It can be very price-focused, but we have seen 
good signs in the recent years where safety and quality 
have become paramount to price. I believe this is an impor-
tant step to take, as this is a driver to improved efficiency 
that will ultimately lead to the benefit of Egypt and its people.

Where does Egypt rank within VOS’s worldwide op-
erations?

Within our Mediterranean business Egypt ranks second. 
World wide it is in our top 10. 

What is VOS’s biggest achievement in Egypt?

Our biggest achievement is to set up a successful partner-
ship with Pan Marine and setting up a sustainable business 
in Egypt. Although Egypt is a liberal ‘Maritime’ market, free to 
all so-to-speak, the entry barriers are quite high and it takes 
determination and some courage to succeed. I am quite 
proud that we managed to do this and now have a solid 
market position.

What are VOS’s plans and goals for its future activ-
ities in Egypt?

Considering Egypt is the largest OSV market in the Med-
iterranean, and one of the larger ones in the areas where 
VOS operates, our intention is to increase our fleet and our 
market position within the next years. Providing of course 
that oil and gas activity keeps moving forward. The current 

An International Shipping Company’s Operations in Egypt:
Interview with Bab Reijntjes, Managing Director of Vroon Offshore Services
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outlook is somewhat depressed. Nonetheless the 
potential is very high and we can easily see growth 
in our current market position to a more leading one 
overall.

How much does VOS plan to invest in Egypt 
over the next few years?

With growth of our fleet the investment will increase 
and might become more substantial, but it is difficult 
to put a number on. However we are already mov-
ing a fairly large amount of our supplies through local 
suppliers and we have also started to employ some 
Egyptian seafarers on our vessels.

In your opinion, what are the main difficulties 
that the shipping industry faces in Egypt?

As I said, the contractual situation and the tender 
process with the JV’s are fairly unbalanced and it 
takes quite some risk for an owner to enter in such 
contracts. This is a deterrent for quality tonnage to 
enter the market. In order to overcome a possible 
lack in supply, the tenders take a wide range in 
specification. In such cases you end up competing 
on the wrong points where, for example, a quality, 
high fuel-efficient three-year-old vessel is compared 
to a 25-year-old vessel, but offered at half the price. 
It sustains a substandard fleet of vessels that oper-
ate in Egypt and prohibits a realistic view on the cost 
of a quality vessel. In the long term, efficient and 
safe operations lead to many more cost reductions 
then the short-term gain on cheap, but substand-
ard, vessels. We have seen signs this is changing, 
but it needs to be pushed more radically from the 
top.

As a shipping company, how does the prod-
uct sharing agreement fiscal model for oil 
and gas exploration in Egypt affect VOS?

In any climate that motivates oil companies to invest 
and explore activities offshore, there are opportu-
nities for us. We believe there is lots of potential in 
Egypt, and the sooner the government resolves the 
issues with oil companies and gets the oil compa-
nies motivated again, the better. This would be an 
improvement for all, but mainly for Egypt itself.

What do you think Egypt’s government needs 
to do in order to attract more investment in 
the oil and gas sector?

I do not think I am qualified to answer this question, 
as this is not my field of expertise. However where 
I come from we believe that if you pay your bills on 
time you have no problem finding good suppliers. I 
suspect the same can be true for governments.

Vroon has done a very active fleet renewal campaign, divesting older vessels while order-
ing new vessels as replacement. Most of the vessels on order are for the offshore support 
vessel market.
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Will Confidence in Sisi and 
Perceptions of Political Stability 
Translate into Oil and Gas Investment?
In a recent report from Business Monitor International, citing increased production efforts and pos-
itive attitudes toward operations in Egypt, it was stated that “The installation of the El-Sisi govern-
ment has improved investor sentiment in Egypt,” while anticipating a “more stable environment for 
operators and investors over the coming years.” The Egyptian General Petroleum Corporation’s 
(EGPC) announcement at the beginning of the year to auction 22 new concessions, last month’s 
increase in fuel prices, as well as renewed plans to repay debt to operators are some of the efforts 
being made to motivate local and foreign investment. Many experts agree that initial reforms from 
Sisi’s administration and the political stability his presidency is expected to bring are having a posi-
tive effect, but it remains unseen if the sector will fully recover from Egypt’s damaged economy.

In late June 2014, Bloomberg reported, “Companies includ-
ing Citadel Capital SAE, Circle Oil Plc (COP), and Petrocelt-
ic International Plc (PCI) expect President Abdel-Fattah El-Sisi 
to make good on promises to reduce subsidies of more than 
$20 billion a year and ease demands that producers sell fuel 
on the domestic market well below international prices.” RWE 
Dea announced that it aims to bring new gas online over the 
2014 summer, and exploration efforts continue to show posi-
tive results with RWE Dea, Apache, IPR, and Circle Oil having 
all made discoveries in recent months, according to the BMI 
report.

The most significant moves by the Sisi administration to boost 
industry activity was the sudden increase in fuel prices, an un-
precedented act that former Egyptian heads of state were wary 
to take for fear of upsetting an economy dependent on subsi-
dized fuel products.

“It will decisively reduce both natural gas consumption in the in-
dustrial sector, as well as a reduction in power demand, seeing 
that the majority of Egyptian electricity is produced from natural 
gas,” says University of Oxford expert Justin Dargin, of the new 
gas price’s projected effect on the energy sector. “Secondly,” 
he adds, “the increase in the natural gas price will also create 
incentives for exploration and expanding production in some of 
the maturing gas fields. As a corollary to that, the increased gas 
price will also open up new fields as well that were previously 
not economically viable from which to produce. The subsidy re-
form will also allow Egypt to pay for LNG imports, while slashing 
quite significantly the country’s large budget deficit.” 

One immediate pitfall of the subsidy cuts has been inflation. 
“Due to the new energy pricing policy, inflation increased by its 
highest rate, 3.3%, since 2008. This was expected as fuel and 
electricity prices increased by between 40% to 78% since this 
past July,” informs Dargin. “Inflationary shockwaves” are among 
the main impacts of energy price liberalization, informs Dr. Amr 
Adly, Visiting Scholar at Carnegie Middle East Center, citing die-
sel prices as a significant example, as nearly half of the subsidy 
bill is dedicated to it. “The inflationary impact is expected to hit 
hard the poorest household and to negatively affect the con-
sumption ability of broad strata of the middle classes, especially 
in the absence of a functioning social security system in Egypt 
that could have compensated to the poor and the most vulner-
able,” says Adly.

Dargin also questions whether or not Egypt will be able to “ad-
equately soften the effects of price increases on the poor. If this 
is the case, then, potentially, social unrest could spread due to 
cost of living increases and inflationary pressure.” As a result, 
this could indirectly affect investor confidence in the economy, 
if significant social unrest upsets perceptions of political stability.

While asserting that it’s still too early to truly judge the effects 
of the recent austerity measures, Adly recognizes that the po-
tential medium- and long-term benefits of the subsidy cuts. 
“This would imply more stability in the broad macroeconomic 
environment that should encourage investment in general, and 
secondly, it should mean that the Egyptian state will be more 
able to pay the arrears it owes to large oil and gas companies,” 
he told Egypt Oil & Gas, speaking about EGPC’s lack of foreign 
currency reserves to pay operators, which has had a debilitat-
ing effect on industry investment. 

At the beginning of this month, Minister of Petroleum, Sherif 
Ismail, announced that Egypt intends to borrow at least $1.5 
billion from local and international banks in order to repay debt 
owed to foreign companies. Egypt has also reached an agree-
ment to pay of the entirety of its arrears by 2017, according to 
Ahram Online.

“Sisi has inspired confidence in the oil and gas industry after 
the relative chaos of the Morsi administration,” says University 
of Oxford expert Justin Dargin. In addition to taking on the en-
ergy subsidies issue and negotiating debt repayment, Dargin 
informs “Sisi made certain to create a new terms of investment 
framework with foreign oil and gas companies to speed up in-
vestment in various gas fields throughout the country. . . . Many 
foreign energy companies have endorsed many of the actions 
that Sisi has taken to create incentives in oil and gas produc-
tion. Thus far, it appears that the market is backing Sisi’s initial 
steps.”

David Butter of Chatham House, an analyst of politics, eco-
nomics, and business in the Middle East and North Africa re-
gion, agrees Sisi’s impact has been “broadly encouraging for 
investors in the oil and gas sector,” but adds that this is “so 
far only in the sense that it offers the promise of some material 
improvement in the investment climate,” from the perspective 
of the investors. 

As Butter points out, all energy products remain heavily sub-
sidized. “The government appears to be hoping that the price 
hikes and some recent changes to upstream commercial terms 
will be sufficient to persuade operating companies to commit 
to restarting projects that would result in an increase in produc-
tion, particularly of natural gas,” adding that BP still has given 
no confirmation that they will resume the work. Also, according 
to a report from Financial Times in late July 2014, BG also still 
considers natural gas operations in Egypt a risk; BG declared 
force majeure in January after Egyptian authorities diverted its 
gas to the country’s domestic market.

Egypt faces further obstacles in order to foster a truly attractive 
investment environment. “Bureaucracy is not making life easier 
for some large oil companies, despite the rhetoric of attracting 

more foreign investment,” says Adly. Foreign oil companies of-
ten complain of long delays after being awarded concessions, 
while seeking permissions from the military and other govern-
mental agencies. “Many of these administrative problems are 
old, but they haven’t been fixed and it does not seem that they 
will be in the near future,” he added.

In addition to an exhaustive permits process, oil companies 
also bemoan the structure of the production-sharing contracts 
(PSCs), in which IOCs undertake costs and all exploration risks. 
PSCs are increasingly being considered unfeasible by opera-
tors, especially considering the advent of expensive, high-risk 
forms of exploration such as deepwater or hydraulic fracturing. 
“While the terms of investment reform outlined by Sisi are a step 
in the right direction,” says Dargin, “more needs to be done in 
order for energy companies to feel completely satisfied that they 
will be remunerated satisfactorily for their investment in difficult 
to produce gas fields. But, on the whole, Sisi has a positive 
path forward on economic and energy reform that is sending all 
of the right signals to international investors.”

Despite this, Adly believes Egypt’s oil and gas industry ultimate-
ly “seems to be subject to longer-term dynamics that include 
corporate strategies, technology, and the world markets,” citing 
how the sector was relatively unaffected by the political turmoil 
the country has undergone since 2011. “The oil and gas sec-
tors were almost the only ones that did not witness a dramatic 
retraction in foreign investment in the aftermath of the revolu-
tion.”

By the same token, the industry was not that much affected by 
Sisi’s recent rise to presidency,” added Adly. “We have not yet 
seen any galvanizing effect on the industry from Sisi’s presiden-
cy,” agrees Butter. While “international oil and gas companies 
have welcomed the [subsidy] cuts and many have announced 
that the new prices would be able to unlock exploration in 
many of the more difficult natural gas fields in the country,” says 
Dargin, he points out that it is simply too early to ascertain just 
how Sisi’s reforms will “percolate through the economy.”

At this stage, for foreign investors, Sisi’s impact on the oil and 
gas sector activity is still largely symbolic. “What Sisi represents 
to many of Egypt’s citizens as well as for many in the international 
business community is stability. This is particularly important to 
understand in the wake of the chaos and instability that rocked 
Egypt after the revolution,” explains Dargin. “Sisi has support 
from a broad swath of the Egyptian public, and therefore, has 
a clear mandate to tackle some of the most pressing problems 
vexing Egypt. While international investors are currently taking a 
‘wait and see’ attitude to assess the progress he will be able to 
make, on the whole, market sentiment is positive about Sisi’s 
administration.” 

By Lily Leach
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Drilling in Egypt: 
Past,Present, and Future
Advances in oil and gas technology are all around, increasing the amount and scope of discoveries 
with every passing year. Drilling, imaging, extraction, sample analysis—all of these areas and more are 
feeling the effects of technology research and development, with new discoveries giving rise to new 
interactions between sectors and almost instantly bringing forth ideas for even more. 

By Curt Champeon
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Technological Overview of Drilling Techniques

The oil and gas industry relies on technolo-
gy more than ever. From its’ beginning in the 
middle of the 19th Century, most people have 
the following image in their minds about oil drill-
ing—a single oil derrick sinking a single oil well 
sinking a well straight down and striking oil in a 
very short distance. The oil is in a very circular 
bubble and can be removed very easily. The 
reality is that some oil is easy to get while most 
is not. From the simple oil-drilling rig, many 
new ways of extracting oil have been devel-
oped and enhanced over the years.

Horizontal Drilling

The first innovation is Horizontal Drilling. This is 
just as it sounds. A vertical well is turned hori-
zontal while it is inside the reservoir rock, in or-
der to expose more of the open hole to the oil.  
These turns are called “legs” and can extend 
for up to a mile. The longer the leg, the more oil 
or gas can be drained, and at a faster rate. The 
advantage of this is twofold. The first is finan-
cial—more oil can be produced using fewer 
wells. The second is environmental. There is 
much less surface area disturbed. The main 
disadvantage is that there are a very limited 
number of locations where this technique may 
be employed, according to Popular Science.

Multi-Lateral Drilling

The next alternative form is called Multi-Later-
al Drilling. This kind of drilling is used because 
there are instances in the same site where oil 
and gas are located at different points in dif-
ferent layers of rock. It allows the extraction of 
oil at different depths. More so than horizontal 
drilling, multi-lateral drilling dramatically reduc-
es the number of actual wells needed for any 
given field. It has the same advantages and 
disadvantages as horizontal drilling.

Extended Reach Drilling

Extended Reach Drilling is a method in which 
producers can reach oil and gas that is ex-
tremely far away from the actual rig itself, said 
the website Rigzone. It is the directional drill-
ing of very long horizontal wells. Its aims are 
to reach a larger area from one surface drilling 
location and to keep a well in a reservoir for a 
longer distance in order to maximize its produc-
tivity and drainage capability. The disadvantag-
es can be any of the following: it is costly, hole 
cleaning can be difficult, as well as managing 
the mechanical loads on the drill string and 
managing down hole pressure, informs Amer-
ican Oil and Gas Magazine. Despite these 
problems, this type of well is outstanding for 
getting to deposits that are in areas you ordi-
narily could not drill—deep ocean or a built-up 
habituated area.

The definition of an Extended Reach Drilling 
(ERD) well is open to debate. ERD wells can 
be defined by their step-out/vertical depth, 2 
to 1 ratio. This definition does not fit howev-
er, for deep water environments. The most 
common definitions are shallow, intermediate, 
deep, and ultra-deep. They can also be distin-
guished between deep water and high-pres-
sure/high-temperature environments. The defi-
nition of extended reach varies over time and 
location and with the development of technol-
ogies and experiences.

Complex Path Drilling

Complex Path Drilling consists of drilling com-
plicated directional wells in order to reach two 
or more accumulations using a single well. This 
technological advancement came through the 
development of stronger and more flexible ma-
terials for making drilling equipment as well as 
fiber-optic imaging to direct this equipment.

Hydraulic Fracturing

Hydraulic Fracturing or “fracking” is possibly 

the most profitable, while at the same time 
most controversial way of harvesting energy. 
It allows producers to safely mine natural gas 
and oil from deep shale formations. It has the 
potential to significantly reduce the planet’s co2 
emissions and accelerate our transition to a 
carbon-light environment. Deep shale gas and 
oil formation development is critical to meeting 
the world’s energy needs and economic re-
newal. Simply put, “fracking” is injecting a liquid 
mix that is 99% water and sand into the shale 
at very high pressure. This creates fractures, 
(hence the name), within the rock that allow 
the oil and gas a path to get to the well-head. 
The fracking fluid also aids in keeping the rock 
porous. Hydraulic Fracturing is one of the most 
widely used methods to extract oil and gas. In 
the United States, for example, more than 90% 
of all wells have used this method to boost 
production at some time.

History of Drilling Technology and its Implications

The concept of horizontal drilling as well as 
other drilling applications is not a new one, 
which stemmed the idea that a well need not 
be absolutely vertical. This idea became widely 
known as far back as the 1920s when the first 
lawsuits began to appear between owners of 
adjacent fields when one owner was accused 
of either accidentally or on purposefully steal-
ing the oil or gas under the other’s property, re-
ported The Economist). In 1990, Iraq accused 
Kuwait of stealing oil in this manner. The first 
lawsuits used proxy evidence such as produc-
tion changes in other wells. However, with the 
need for better surveying, miniaturized tools 
were invented for surveying wells while drilling. 
Directional drill rigs are heading towards large-
scale micro-miniaturization, mechanical auto-
mation, hard-stratum working and exceeding 
length and depth-oriented monitored drilling.

To measure the inclination of a well-bore, (de-
viation from the vertical) is simple—you only 
need a pendulum. Measuring the azimuth, (di-
rection with respect to the geographic grid in 
which the wellbore was running from the verti-
cal). Magnetic fields could be used, but could 
also be thrown off by the metal in the well and 
drilling equipment, informs Rigzone. The next 
advance was the development of a small gy-
roscopic compass by the Sperry Corporation. 
Sperry was using the same line of research for 
aeronautical navigation. For this technology, 
three components are measured at any giv-
en point in the well bore in order to determine 
its position—the depth of the point along the 
course of the borehole (measured depth), the 
inclination at the point and the magnetic az-
imuth at the point. These three components 
are referred to as the “survey”. A series of 
these surveys are used to track distance and 
direction.

In 1934, H. John Eastman became a pioneer in 
directional drilling when he and a man named 
George Failing saved an oilfield on Conroe, TX 
that was experiencing a blowout, as reported 
in American Scientist. Failing has recently pat-
ented a portable drilling truck. This new inven-
tion allowed the rapid drilling of a number of 
small, slanted wells. Drilling a small number of 
“relief wells” was crucial in controlling what was 
becoming a rapidly out-of-control blaze. Tools 
such as these and single-shot technology con-
tinued to improve steadily, but were seen as 
only for use in strange or emergency situations. 
The next major advance in what had become 
known as Bottom Hole Assembly (BHA) was 
in the 1970s, when down hole drilling motors 
became common. These “mud motors” were 
driven by the hydraulic power of drilling mud 
circulated down the drill string. These allowed 
the drill bit to continue rotating the cutting face 
at the bottom of the hole, while most of the drill 
pipe was held stationary, said an article from 

Popular Science. A “best sub” or piece of bent 
pipe is placed between the stationary drill pipe 
and the top of the motor allowed the direction 
of the wellbore to be changed without need-
ing to pull the entire drill pipe out and place 
another whipstock. Directional drilling became 
easier with the development of “measurement 
while drilling tools”—tools that used mud pulse 
telemetry, networked or wired pipe or EM 
telemetry—which allow the down hole location 
to send directional data to the surface without 
disturbing operations, according to Popular 
Science.

Advantages

The advantages of these modified and im-
proved drilling techniques are many. One is 
increasing the exposed section length through 
the reservoir by drilling through the reservoir 
at an angle. Drilling into the reservoir where 
vertical access is difficult if not impossible, if 
the oil field under a lake, a town, or other dif-
ficult-to-access location. It is advantageous 
to have more wellheads grouped together on 
one surface location. This allows for fewer rig 
moves, there is less surface area disturbance 
and it becomes easier and cheaper to com-
plete the wells. Drilling along the underside of 
a reservoir constraining fault allows for multi-
ple productive sands to be completed at the 
highest straitigraphic points. One of the most 
important points for safety is the drilling of relief 
wells to relieve pressure of a well producing 
without restraint, which is known as a blowout. 
Another well can be drilled starting at a safe 
distance from the blowout, but intersecting the 
troubled well bore. Then heavy fluid, or kill fluid, 
is pumped into the relief wellbore to suppress 
the high pressure in the original wellbore, in-
forms Rigzone.

Disadvantages

Directional Drilling and Horizontal Drilling are 
much slower than vertical drilling due to the 
need to stop regularly and take time-consum-
ing surveys as well as the rate of drilling itself. 
These disadvantages have shrunk due to the 
fact that down hole motors have become more 
efficient, and semi-continuous surveying has 
become possible. The largest remaining prob-
lem is cost. For wells with an inclination of less 
than forty degrees, tools to carry out adjust-
ments or repair work can be lowered by gravity 
on cable into the hole. In the case of higher in-
clinations, more expensive equipment must be 
used to push tools down the hole. The other 
major disadvantage of wells with a high incli-
nation is that prevention of sand influx into the 
well was less reliable and needed more effort 
at a greater cost. This is a disadvantage that 
has shrunk due to technological advances, re-
ports American Oil and Gas Magazine.

The Present and Future of Drilling

The current situation in Egypt today clearly il-
lustrates the need for different ways of extract-
ing oil and gas. The country is being pulled in 
two different directions to meet its power de-
mands. The chances for domestic unrest are 
lessened by providing power to the people of 
the country itself, reducing the number of pow-
er blackouts and gasoline lines. At the same 
time, however, oil and gas needs to be export-
ed in order to generate the needed funds to 
pay off international creditors, making Egypt a 
place that can receive foreign investment for 
new projects, according to Bloomberg. Being 
able to extract additional oil and gas from wells 
that are already located and being harvested 
vertically is paramount in the overall process. 
For the current uses of non-vertical drilling pro-
cesses in Egypt today, RWE Dea and Apache 
provide good examples for companies who 
have been operating in Egypt for decades, 

and are using alternative drilling to obtain new 
benefits.

RWE Dea has achieved 30 years of oil explora-
tion in the Gulf of Suez. The company has pro-
duced over 640 million barrels of crude over 
3 decades. The company is making ongoing 
investments in modern technology and infra-
structure to maintain these high production lev-
els. RWE is optimizing operations in its oilfields. 
RWE Dea has been successful with the Ras 
Fanar field just a few miles off the west coast of 
the Gulf of Suez since 1984. Oil production at 
their other two concessions in the Gulf of Suez, 
Zeit Bay, and Ras Burdan, has been ongoing 
for 30 years. RWE Dea is currently developing 
the Zeit Bay oilfield using extended reach wells 
drilled from land in addition to the existing off-
shore wells. Currently they are also working the 
Zeit Bay field to optimize the “gas lift” system to 
increase oil production. This method involves 
capturing and processing the associated gas 
and injecting it through the annulus back into 
the wells to lift production, informs Hart Energy.

Apache Corp. (APA), the largest crude oil 
producer in Egypt, is expanding its drilling 
program, even as unrest rattles some inves-
tors. Apache is adding horizontal drilling and 
hydraulic fracturing to its portfolio of traditional 
wells as it targets new layers of dense rock in 
its Egypt oilfields.

Apache’s extended drilling program includes 
new horizontal wells, the first of which began 
producing in December 2013 with an average 
output of 2,000 barrels per day. Egypt’s geol-
ogy compares to that of the Permain Basin re-
gion of West Texas, where Apache is a leading 
producer. There are some rock layers exploit-
ed easily with conventional methods and oth-
ers that require newer techniques. The com-
pany has found that it can increase production 
from some fields by using traditional vertical 
wells to tap conventional reservoirs, then add-
ing horizontal drilling and hydraulic fracturing to 
top denser, so-called unconventional layers of 
rock, says a report from Bloomberg.

Apache Corp has applied for licenses to de-
velop two recent discoveries in the Western 
Desert of Egypt, where drilling now includes 
horizontal wells targeting conventional and 
unconventional resources. Last year Apache 
received approval of 20 leases converting 
short-term exploratory rights into 20-25 year 
development leases covering 66,000 acres. 
The company now has 119 development 
leases covering 2 million acres. Apache has 
25 rigs at work in Egypt, including four drilling 
horizontal wells. Its exploration leases cover 5 
million acres, according to OGJ Online.

The first well of a multi-well horizontal drilling 
program, AG-115 in Abu Gharadig field, has 
come on stream and produced averages of 
1,681 b/d of oil and 3MMcfd of gas during 
December 2013. Production is from a 1,970 
ft. lateral of a horizontal section in a 20 ft. oil 
zone in Abu Roash D Limestone. The well cost 
6.5 million USD to complete.

A horizontal well targeting the Abu Roash G 
dolomite in Main Rozzak oilfield is being tested. 
Drilling is in progress on a horizontal well tar-
geting Abu Roash G sandstone in North El-Di-
yur field, a horizontal well targeting Abu Roash 
G dolomite in North Ras Qattara field and two 
horizontal wells targeting the Upper Baha riya 
formation in Umbarka and Neama fields.

Apache said that the average production from 
its Abu Gharadig basin properties reached a 
record 55,214 boe/d gross in December, up 
90% since acquisition of the assets in 2010.
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Unconventional Assets  
The Global Resource Potential and Challenges for Egypt

The US sets up a great example to follow: The 
“unconventional resource asset revolution” rep-
resents a paradigm shift in energy supply that 
is reshaping global energy markets. In the U.S., 
unconventional resource plays have proven to be 
quickly producible in large volumes at a relatively 
low cost.  The surge in hydrocarbon production 
from unconventional plays in the U.S. has result-
ed in abundant supplies of natural gas, oil (light 
tight oil), and natural gas liquids (NGL) that have 
reversed long-term declines in natural gas and oil 
production. Less than 10 years ago, most predic-
tions for the U.S. forecast dramatic increases in 
LNG imports to meet increasing demand. Today, 
the U.S. is preparing to export LNG in the near 
future, and may become a net oil exporter around 
2030.

Knowledge Transfer: The knowledge, services, 
and expertise gained from the rapid development 
in the United States is being transferred through-
out the world and Egypt is no stranger. The map 
shows the locations where shale has potential 
to be developed. In many of these new shale 
locations, Halliburton, the leader in developing 
unconventional resource assets, has supported 
the customers to drill and/or complete their first 
shale wells, set up service centers, and bring in 
specialized unconventional resource expertise for 
the region. This approach is also applied in Egypt 
throughout the collaboration with Khalda/Apache 
group.

Challenge of High Drilling Activities: While esti-
mates of in-place unconventional hydrocarbon re-
sources can be enormous, Egypt has 525 TCF as 
per Energy Information Association, a large num-
ber of wells is needed to recover a sizeable portion 
of that resource. Wells drilled in unconventional 
(low-permeability) reservoirs typically have very 
high initial production decline rates; consequently, 
a large number of new wells (drilling intensity) is 
continually required just to sustain the current pro-
duction rate in a field or area. For example, in the 
Bakken Formation, by December 2012, 90 new 
producing wells per month were required to main-
tain the oil production rate of 770,000 B/D.  The 
U.S. has 60% of the global availability of drilling rigs 
and most of these rigs are capable of horizontal 
drilling. In 2012, the U.S. completed 45,500 oil 
and gas wells, compared with 3,900 in the rest of 
the world (excluding Canada). 

To put the global exploration effort in perspective, 
the 4,000 tight oil wells brought online in the U.S. 
in 2012 exceeded the total number of convention-
al and unconventional wells drilled in the rest of 
the world (excluding Canada). For the past several 
years the disparity between the low price of natu-
ral gas and the higher price of oil has resulted in 
the migration of development to oil or liquids-rich 
plays, such as the Bakken and Eagle Ford Shales, 
which have higher rates of return. Between Jan-
uary 2009 and June 2012 the number of crude 
oil rotary rigs in operation increased from 328 to 
1,409, while over the same period the number of 
natural gas rigs declined from 1,215 to 558.

Egypt needs to get ready for such activities if the 
unconventional exploration deemed economical. 
This represents a huge challenge not only on cost 
but also on availability of rigs that has ability to drill 
long reach horizontal wells.

The economic planning: In most unconventional 
oil and gas developments, conventional geosci-
ence and engineering methodologies are largely 
ineffective in planning, evaluating, developing, 
and optimizing the heterogeneous shale and tight 
resource plays. Challenging economic margins, 
coupled with the disparate production character-
istics of unconventional reservoirs, requires drilling 

multiple wells perfectly landed to target the sweet 
spots, engineering precise completions to gener-
ate maximum drainage while optimizing stimulation 
efforts, and sustaining production. These factors 
combined make economically developing shales 
the most difficult of any energy asset. Conse-
quently, planning an unconventional exploration 
and development program requires a multi-disci-
plinary, full-asset life cycle approach to deliver the 
utmost value from these complex reservoirs.

Halliburton developed its integrated tool “CYPHER” 
to integrate all information from Seismic-to-Stimu-
lation Service for Full-Field Development. As the 
recognized technology pacesetter in nearly all the 
global unconventional plays, Halliburton helps re-
cover the maximum oil and gas flow from shale 
and tight reservoirs and deliver the maximum cus-
tomer value, to which no single solution can com-
pare, through the CYPHER Seismic-to-Stimulation 
Service. The CYPHER service is Halliburton’s an-
swer for unconventional resource development. 
The CYPHER service tells operators four things:

•	 Where to Drill

•	 Where to Land

•	 Where to Complete

•	 How to Complete

Also, the service provides continuous optimiza-
tion through well construction, completion and 
production through the entire life of the field. By 
delivering these decisions, the service:

•	 Enhances asset profitability

•	 Accelerates the learning curve

Leverages advanced modeling and simulation 
tools

•	 Eliminates trial-and-error methods

•	 Maximizes production while minimizing costs

With the award-winning CYPHER service, it all 
comes together in a completely integrated and 
collaborative approach aimed at discovering, lo-
cating, accessing, and recovering the maximum 
volume of hydrocarbons that unconventional res-
ervoirs can yield. To account for the complexity of 
shale and tight reservoirs, data is collected and 
analyzed at all levels and then assembled to build 
a customized strategy enabling maximum recov-
ery from every aspect of the well evaluation, con-
struction, completion, and production process for 
the specific area and the total play. The CYPHER 
service extends well beyond the development of 
an effective well design or a single well stimulation 
design. The unrivaled CYPHER service combines 
geoscience analyses and engineering into a ho-
listic, integrated, and optimized process encom-
passing the life of an asset. 

The CYPHER Seismic-to-Stimulation Service has 
proven itself by enabling geoscientists and engi-
neers to make better decisions more quickly and 
confidently, leading to early and sustained suc-
cess. The complexity of an unconventional oil or 
gas field requires early studies to maximize the 
asset value from the outset. The more reservoir 
knowledge and basin insight operators have, the 
better decisions they can make to optimize pro-
ductivity early in the development to maximize as-
set Net Present Value (NPV).

The multi-discipline approach of the CYPHER ser-
vice generates comprehensive and area-specific 
solutions to promote subsurface understanding, 
reservoir optimization, production enhancement 
completion design, and optimized reservoir/well 
management for production sustainability, which 
is especially difficult in shale and tight resource 
plays. The integration of geology, geophysics, 

petrophysics, and reservoir engineering helps 
to pinpoint sweet spots and identify the most 
cost-effective well placement strategy.

Procurement Challenge: In the unconventional 
resource arena, procurement and logistics are 
critical to ensure sufficient materials are available 
and on location at the right time, thus avoiding 
non-productive time and keeping logistics costs 
within limits that are absolutely necessary. In its 
continuing efforts to acquire secure and adequate 
supplies long-term, Halliburton sources materials 
from diverse vendors throughout the world, which 
also helps support the local economies where the 
work is being conducted. A detailed worldwide 
vendor management process and system has 
been developed to help guarantee adherence to 
specific technical specifications and HSE stand-
ards on every single product that Halliburton de-
livers to its customers. Halliburton Global Procure-
ment and Logistics provides customers with the 
unparalleled speed, reliability, and visibility needed 
to deliver efficiently in often adverse conditions.

Water Management Challenge: Water is a key 
to sustainable development, and nearly half the 
global population may be facing water scarcity; 
global demand may surpass supply by 40% by 
2030. At the same time, water needs for energy 
production are growing at twice the rate of ener-

gy demand. As population and economic growth 
intensify competition for available water resources, 
water becomes an increasingly important criterion 
for assessing the viability of energy projects. Lim-
ited availability and constraints on water access, 
especially in arid regions, e.g., the U.S., Saudia 
Arabia, and China, may restrict unconventional 
development. 

Again, Egypt is no stranger and we need to think 
about this issue early enough while planning for 
unconventional development. 

More than 60% of the world’s shale and tight-gas 
reserves are located in countries with medium to 
extremely high baseline water stress. Extremely 
high water stress is defined as 80% of available 
water is already committed to municipal, industri-
al, and agricultural use. While the total amount of 
water consumed by unconventional development 
on a state or regional level may be relatively small 
(typically <2%), the impact can be much higher on 
the local level, where the availability of water may 
be more limited and there may be more competi-
tion from other water users. In order for unconven-
tional energy developments to grow industry must 
understand water needs, and impacts and how 
best to manage them

By Dr. Moustafa Oraby, North Africa Technology Manager – Halliburton

Holistic Approach to Shale Development
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Summary:

This study aimed to re-evaluate, update and adjust the structural 
model of Ras Budran field not only emphasizing on the productive 
area to provide infill development locations but also on the non-pro-
ductive areas located within the lease concession to identify new po-
tential areas that may lead to new discoveries targeting to increase 
the field recoverable reserves and production level.
New structure contour maps at reservoir levels had been construct-
ed. The new set of maps will be used as the basis for building a 
new static and dynamic model for the Field in addition to considering 
them as the common basis for future wells’ planning.
Several infill target locations had been identified for further drilling in 
addition to another appraisal prospects believed to be hydrocarbon 
bearings within the well-known stacked reservoir were identified and 
mapped. 

Introduction:

3D geological 
modeling has be-
come one of the 
most reliable and 
effective means of 
displaying geolog-
ical structures of 
any oil or gas field. 
Building a coher-
ent 3D geological 
model of a heavily 
tectonized area is 
a kind of challenge 
in terms of field 
development and 
reservoir manage-
ment scheme. 
Over long years 
of production and 
field maturity geo-
logical interpreta-
tion combined with production behavior have of significant impor-
tance to increase production and lower operational cost. 
In this study, geological and geophysical re-interpretation besides 
modeling not only opens new windows of development but also 
highlight areas of further exploration activities outside the mature field 
areas. As a result of tremendous task forces that required multidisci-
plinary effort, all geological, geophysical, petrophysical and produc-
tion data were used.

General Outline about Ras Budran Field:

Ras Budran oil field is one of the Gulf of Suez fields which are locat-
ed in the central province of the eastern coast of the Gulf of Suez 
where the dip regime of the pre-Miocene is to the North-East. It is 
in the North of Belayim offshore concession area, approximately 4 
km west to Sinai coast of Gulf of Suez and 13 km northwest of Abu 
Rudeis. 

Structure
Ras Budran structure is trending to the northeast - southwest di-
rection. This trend is nearly at right angle to the main Gulf of Suez 
trend. On top Kareem Formation, the structure seems to be broken 
into several parallel panels by a set of nearly northwest-southeast 
trending faults.
The pre-Miocene structure of Ras Budran is very complex as it is 
severely disturbed by many faults at different levels and aligned in 
various directions (North West-South East, North/North East-South/

South West and East North East-West South West).

Further the structural complexity is enhanced by the presence of 
two major erosional unconformities in the stratigraphic section, 
one post-Eocene and second intra-Rudeis. In addition to these, a 
post-Paleozoic unconformity is also recognized.

In 2008 and based on the interpretation of faults regarding their align-
ment, throw and from well data and diameter analysis, a structure 
contour map on top of Nubian “A” Formation (Reservoir unit III) had 
been constructed.
The structure of Nubian “A” consists of a northeast dipping flank (14-
15o) broken into several blocks by a system of faults down stepping 
to the South and South West, and is finally bounded to the south by 
a major antithetic fault aligned nearly East West.

Stratigraphy

A sedimentary sequence ranging in age from Paleozoic to Recent 
with non-depositional and erosional hiatuses are present in Ras 
Budran. The stratigraphic sequence is similar to the normal Gulf of 
Suez one.

The Pre-Cambrian Basement was penetrated in RB-A2 well within 
a fault contact with sedimentary sections and intruded by younger 
intrusive of Oligocene age along the fault planes. 

Oil Reservoir

Nubian Sandstone of Paleozoic to Lower Cretaceous age forms the 
main reservoir in the Ras Budran field. 

These reservoirs are divided into four units: -
 U-I, U- IIa, U-IIb and U-III.

In addition to these, some reservoirs of secondary importance are 
present in sandstone of reservoir Raha and Matulla formations and 
Thebes Formation.

Currently, the main producing unit is Raha formation (Upper and 
Lower).

Methodology and Workflow

Seismic Re-Evaluation
Walk above (VSP)

“3D GEOMODELLING OF COMPLEX STRUCTURE AS GOOD 
APPROACH TO RESERVOIR MANAGEMENT SCHEME” 
RAS BUDRAN FIELD - GULF OF SUEZ, EGYPT
Saber Moustafa Selim*, Suez Oil Company, EGYPT
Saber.Moustafa@suco-eg.com
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Depth Velocity Model

Geological Re-Evaluation

Various available logs of all wells, paleontology, paleonology, cutting description and dipmeter logs had 
been used to construct a correlation among the drilled wells to be used as a base for constructing maps 
and consequently structure contour maps. 

The major missing sections in Ras Budran area can be interpreted due to the presence of either uncon-
formities or faults. So, it is too difficult to distinguish from log evidence only. Therefore, special attention 
had been paid concerning that aspect. 

• Well to Well Correlation

Cross Sections and Dipmeter

Fault Analysis
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Recommendations:
•	 It is recommended to conduct 3D static and dynamic models using the new construct-

ing structure contour maps.
•	 Evaluate, calculate the volumetric and risk assessment of the identified potential areas.  
•	 Conduct either VSP in the upcoming drilled wells to help the interpreters in better under-

standing of the existed seismic cube or acquire new seismic.
•	 Use the recently updated technology and techniques of either wire-line or logging while 

drilling in the new upcoming drilled wells.
•	 Conduct a sedimentological study aiming to construct sedimentological and deposition-

al models at reservoir levels to allow good reservoir characterization and facies modelling. 
•	 Re-visit the volumetric and risk assessments calculations for the new appraisal pros-

pects upon the results of 3D static and dynamic model

Fault Detection
 
The interpretation reveals the presence of two fault systems 
, one of them has the direction of (North West - South East) 
which is Clysmic faults and the other one has the direction 
of (North East - South West) which is interpreted as transfer 
faults.

Results and Conclusions
•	 That study assures that the structure of Ras Budran is very complex as 

it is severely disturbed by many faults at different levels and aligned in 
various directions. The structure is trending to the northeast - southwest 
direction. This trend is nearly at right angle to the main Gulf of Suez 
trend.

•	 Two major erosional unconformities in the stratigraphic section, one 
post-Eocene and second intra-Rudeis had been identified. In addition 
to these, a post-Paleozoic unconformity is also recognized

•	 New structure contour maps at reservoir levels had been constructed. 
The new set of maps will be used as the basis for building a new stat-
ic and dynamic model for Ras Budran Field in addition to considering 
them as the common basis for future wells’ planning.

Geo-Seismic Interpretation

The latest (pre-stack depth migration) resulted from the 3D seismic reprocessing that conducted in 2010 combined with all available geological well data had been used simultaneously to 
construct structure contour maps at all reservoir levels. That combination led to have a good picture for the structure of the field and the following figures show the comparison between initial 
seismic interpretation and final Geoseismic one after well data calibration.
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Industry Statistics

Egypt Statistics

Egypt Rig Count per Area –August 2014
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Ganoub El Wadi 0 0 %

Total 124 100%

Oil Equivalent Gas Condensate Liquefied Gas

Barrel Barrel Barrel Barrel 

July-12 July-13 July-14 July-12 July-13 July-14 July-12 July-13 July-14 July-12 July-13 July-14

Med. 
Sea

23576071 21285536 15407143 1163770 1386356 818603 385522 435076 333531

E.D. 2384423 2536708 2148627 63571 53393 3357 2799 8509 6300

W.D. 8496579 9072923 9369735 7083214 7133214 7167500 1590211 1364241 1524775 574058 603252 764905

GOS 4620926 4157226 4351255 188571 369464 436607 59398 61012 64303 165159 193942 232851

Delta 83934 62226 46235 1810714 1683750 2118036 140141 165881 189791 98616 122892 127919

Sinai 2202605 2135587 2180275 536 1429 2679 35634 33268 30776 84755 88239 75615

Upper 
Egypt

16850 16739 10291

Total 17805317 17981409 18106418 32659106 30536964 25185358 2989154 3014115 2631047 1308110 1451910 1541121
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Opec  Basket  Price    

Rigs per Area August 2014 
(Total of 124 Working Rigs)

Rigs per Specification August 2014Rigs per Specification July - August 2014

Oil Production July 2014 - 2012

Liquefied Gas Production July 2014 - 2012

Rigs per Area July - August 2014 

Equivalent Gas Production July 2014 - 2012

Condensates Production July 2014 - 2012

10%  

4%  

65%  

10%  

10%  

1%  0%  

G.O.S.   Med.  Sea   W.D.   Sinai   E.D.   Delta   Ganoub  El  Wadi  

50%  

29%  

11%  

2%  
1%  

7%  

Land-‐Drilling   Land  Work-‐Over   Jack-‐Up  

Semi  Submersible   Fixed  PlaEorm   Standby/Stacking  
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The AutoTrak™ Curve system  
drills 3 million feet in 22 months...
and keeps on drilling.
Save time and money on unconventional wells by safely  

and efficiently kicking off from vertical and drilling  

a high buildup curve and the lateral section in one  

smooth, fast run.

Maximize ultimate reserve recovery by exposing more  

of the reservoir with a rotary steerable system with a  

build-rate of 15°/100 ft (30.48 m). Three-pad steering 

capabilities keep the well in the target payzone and  

deliver a smooth, high-quality wellbore. 

On recent Marcellus shale  

wells, the AutoTrak Curve system 

outpaced the field’s average 

drilling time by six days.

bakerhughes.com/autotrakcurve

Advancing Reservoir Performance

$58,000,000 and 755 days of rig 
time saved in unconventional plays
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