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On behalf the entire team of Egypt Oil & Gas, 
we wish you a blessed holy month of Ramadan. 
The focus of this month revolves around Egypt’s 
economy and the role the industry plays in the 
country’s journey towards economic reform. 
Beginning with an in-depth analysis of Egypt’s 
economic growth prospects, moving on from 
the economy as a whole, to the petroleum in-
dustry, focusing on the reality of shale gas and 
its potential in Egypt. 

A major question tackled in this issue is wheth-
er Egypt should turn to other Mediterranean 
countries for natural gas? Many of the coun-
tries Egypt used to export natural gas to have 
tapped into major finds in recent years, and 
with existing infrastructure to support import-
ing, the move maybe logical; however, other 

major issues play an influential role in answer-
ing this question.

Finally Egypt Oil & Gas is glad to announce 
its new Energy Finance section, sponsored by 
PWC. The new section will shine light on differ-
ent aspects of the industry’s finances, begin-
ning this month with the effect of oil prices. 
We hope you enjoy this issue and find it very 
informative, and as always, we thank you for 
your readership.

Editor in Chief 
Nicholas Linn

nlinn@egyptoil-gas.com
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EGPC Chairman: Egypt Earmarks $8bn for Fuel Subsi-
dies 
Egypt’s draft 2015/2016 budget ear-
marks EGP 61bn ($8bn) for fuel prod-
uct subsidies, according to Tarek El 
Molla, Chairman of state-run Egyp-
tian General Petroleum Corp (EGPC). 
Recently the cabinet has approved a 
draft budget for the next fiscal year 
but had not announced the amount 
allocated for fuel products subsidies, 
reported Daily News Egypt. The fuel 
subsidy bill for the current fiscal year is 

estimated at 70bn, 30% less than orig-
inal projections of the year.

Public Sector Factories to Pay Mounting Debt to EGAS 
EGAS declared that the National Ce-
ment Factory must pay back its debt 
of EGP 1bn owed to them. Textile fac-
tories have accumulated a debt to 
EGAS of EGP 750m, which along with 
other public sector factories, amount 
to 75% of the total debt owed to the 
state-own gas holding company. Both 
the National Cement Factory and 
Abu Qir Fertilizer Factory are state-

own and powered by EGAS. Unless 
factories pay back their debt, EGAS 
will have trouble providing gas, wrote 
Daily News Egypt, since EGAS imports 
500mcf/d and requires liquidity to 
pay for gas shipments. Finally, EGAS 
resumed pumping natural gas to 
red brick factories, which owe them 
around EGP 300m, so that the latter 
can begin to pay receivables. 

Social Fund to Convert 2,000 Cars to Natural Gas for 
EGP 10m 
The Social Fund for Development 
(SFD) signed an EGP 10m financing 
agreement with State-owned Natural 
Gas Vehicles Company (NGV Cargas) 
for the conversion of 2,000 new cars 
from petrol consumption to natural 
gas, reported Daily News Egypt. This 
is “From the beginning of the conver-
sion program until the end of April 
2015, the number of cars operating 
on natural gas in Egypt have reached 
214,000 cars, along with the creation 
of 179 supply stations and 72 conver-
sion centers,” said Minister of Pe-
troleum Sherif Ismail. SFD Secretary 

General Soha Soliman explained that 
the fund has already financed the con-
version of approximately 17,400 cars, 
for EGP 87m. She also explained that 
the loans provided by the SFD are on 
concessional terms, to be paid back 
after six years, with a one year grace 
period, adding that the petroleum sec-
tor had always been keen on repaying 
its debts, hence the new deal. The deal 
was signed by the NGV Cargas Egypt 
CEO Tarek El-Degwy and the SFD’s 
Head of the Technical Office, Raafat 
Abbas. 

World’s First 100% Solar Fueled Plane Introduced in 
Swiss Embassy Event 
Swiss companies Schindler, ABB and 
the Swiss-Egyptian Business Associ-
ation (SEBA) presented during a con-
ference organized by the embassy of 
Switzerland the details of the first 
zero-fuel airplane, the “Solar Impulse 
II”. The plan began its journey from 
Abu Dhabi in March of 2015 and will 
circumnavigate the globe, expected to 
return back to Abu Dhabi by late July. 
“The sun is the power; under this slo-
gan this event will take us to the world 
of renewable energy in the aviation 
sector. All mankind need more sus-
tainable clean energy in every domain 
in life,” said the commercial Attaché 
at the Embassy of Switzerland Madiha 
Nasr as she introduced the Solar Im-

pulse II. “Despite the challenges facing 
civil aviation, we have a vision for the 
future, which is to use clean energy, 
and bio-fuel technology, in line with 
the International Civil Aviation Organ-
ization (ICAO) and International Air 
Transport Association (IATA) initia-
tives,” said Hany El-Adawy, Vice Chair-
man of the Egyptian Civil Aviation Au-
thority. It emerged at the conference 
that the plan took 12 years of research 
to design and build, and while it can fly 
day and night, it is still unclear when 
it will fly over Egypt. Climate changes 
might interrupt the path and time-
frame of the journey, Ambassador of 
Switzerland to Egypt Markus Leitner 
told Daily News Egypt.

Egypt’s Gas Production in Decline  
An official at EGAS stated that Egypt’s 
natural gas production is declining at a 
rate of 130mcf per month, compared 
to 100mcf during the previous fiscal 
year, reported Al-Boursa newspaper. 
The decline in production is in part 
due to erosion. The sluggish produc-
tion rate is worsening due to foreign 

partners’ skepticism to invest, arising 
from the government’s failure to pay 
receivables. As an initial means of 
solving the situation, the government 
has decided to import LNG until 2020. 
Additionally, the government has al-
lowed the private sector to provide for 
its own fuel needs, via importing.

Siemens Strikes $9bn Power Deal with Egypt  
Siemens signed a $9bn power deal 
with Egypt for gas supply and wind 
power plants to meet the country’s 
growing energy demand. The deal will 
increase Egypt’s electricity generation 
by 50% through the addition of 24 Sie-
mens’ H-Class gas turbines that will in 
turn power three new gas plants.  The 
installations, once they are complet-
ed, will add 16.4 GW to the national 
grid. Egypt’s ORASCOM is also invest-

ing in the power sector by construct-
ing, alongside Siemens, two combined 
zycle plants with a total generation 
capacity of 9.6 GW. To see the project 
forward, Orascom will be financed by 
the Egyptian Electricity Holding Com-
pany. So far, Egypt has been working 
with Siemens in 12 wind farms in the 
Gulf of Suez and West Nile areas, 
which include 600 wind turbines and 
a total capacity of 2 GW.

Power Stations to Receive Additional Feedstock for 
Summer Months  
Both the Petroleum Ministry and the 
Electricity Ministry have agreed to 
provide a total 135mcm of gas, fuel 
oil and diesel on a daily basis to pow-
er stations over the following months 
of the summer, reported Daily News 
Egypt. According to a senior official at 
EGAS the allotted amount is divided 
to 95mcm/day of natural gas, 24,000 

tons of fuel oil and 8,000 tons of die-
sel. 

High-Octane Benzene Deal Signed for $300m  
Minister of Petroleum and Mineral 
Resources Sherif Ismail witnessed the 
signing of a $300m deal between the 
Alexandria National Refining and Pet-
rochemicals Company and UOP, re-
port The Cairo Post. This was for the 
production of high-octane benzene in 
Alexandria. “The project comes in line 

with the Petroleum Ministry’s strategy 
aimed to benefit the most from pro-
duction units at refineries to increase 
its production capacity, in order to 
meet the growing demand in the do-
mestic market,” the petroleum minis-
ter said in the statement.

French Axens to Upgrade ASORC Refinery  
French petrochemicals engineering 
firm Axens announced the details of 
its plans to upgrade Egypt’s Assiut Oil 
Refining Company (ASORC), having 
won a contract for the job, reported 
ICIS. This will include the addition of 
a complex for the production of high 
octane gasoline. The company will 
also supply technologies for a naphtha 
hydrotreater, a continuous catalyt-
ic reformer, and a C5/C6 isomeriza-
tion unit with deisohexanizer recycle 
unit, as well as catalysts, adsorbents, 
equipment and technical support. The 
refinery’s existing processing capac-
ity is 4.5m tons/year of distillation 
crude but with Axen’s help 660,000 
tons/year of naphtha will be added, 

the company said. ASORC is located 
400km south of Cairo.

120,000 meters squared 
Allocated to Alterna-
tive Energy Projects  

An official at the New and Renew-
able Energy Authority (NREA) told 
Al Mal newspaper that the agen-
cy had allocated around 120,000 
sq. meters for alternative energy 
investors. 60,000 sq. meters were 
allocated for solar power projects 
and a similar area for wind energy 
projects to generate 600 MW of 
renewable energy. The remaining 
allocations were being finalized, 
he explained, adding that these 
lands had been handed over in 
line with the unified energy tariff 
system. 23 memorandum of un-
derstandings were signed with al-
ternative energy investors to gen-
erate 1150 MW, 17 of which were 
for solar power projects and 6 for 
wind power. 

Dana Gas’s First Hori-
zontal Drills Begin in 
Nile Delta  

Khaleej Times reported that Abu 
Dhabi’s Dana Gas began drilling 
the Balsam-2 development well 
in the Balsam Development lease 
onshore Nile delta in Egypt, the 
company’s first ever horizontal 
well. The new is also one of the 
few horizontal wells drilled in the 
onshore Nile Delta. “The well is 
expected to take approximate-
ly four months to drill and com-
plete. The Balsam-2 well is the 
first in a major drilling campaign 
of some 30 wells and a large num-
ber of work-overs that will be 
drilled in the next three years. It 
forms part of the Gas Production 
Enhancement Agreement (GPEA) 
work commitment,” the com-
pany announced in a statement. 
Under this new framework Dana 
Gas will sell the government’s 
share of incremental condensate 
production at market rates. This 
will eliminate the receivables bal-
ance (owed by the Egyptian gov-
ernment to Dana Gas) by end of 
2018, provided the Egyptian side 
does not incur any new debts.
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“The Government is keen on providing 
and developing financial services and 
tool in order to meet the needs of mega 
projects.”

“From the beginning of the conversion 
program until the end of April 2015, the 
number of cars operating on natural gas 
has reached 214,000 cars, along with the 
creation of 179 supply stations and 72 
conversion centers.”

“The allocations of the petroleum product 
subsidies were based on four major determi-
nants. The first is estimating the global price 
of the Brent crude by $70/barrel on average, 
the second is converting the cement indus-
tries to use coal as source of energy, the third  
is that the pattern of petroleum and natural 
gas domestic consumption in general is varia-
ble over the year, and the fourth relies on set-
tling a plan to rationalize fuel consumption 
by 3% to 5%, to save an expected amount of 
EGP 3-4bn.”  

CHOICE  Words 

Ibrahim Mehleb
Prime Minister

Eng. Sherif Ismail
Minister of Petroleum

Tarek el Molla
Chairman of EGPC

Solar Plant Powers Tiba-Qena Road 
Minister of Housing Mostafa 
Madbouly announced the launch 
of a central solar energy plant 
that will power lighting along 
4km of the Tiba-Qena Eastern 
Desert road, reported Daily News 
Egypt. This comes as part of our 
attempts to promote sustainable 
energy and rationalize consump-

tion in new cities, Madbouly said 
in a statement, adding that the 
project resulted from of cabinet 
directives to light streets in new 
cities using solar energy and LED 
lamps. New Tiba City itself will be 
powered by a solar energy plant 
with a 90 KW capacity.

15m Exemptions from Planned Electricity 
Price Hike 
Ahram Online reported that 15m 
subscribers will be exempted 
from planned electricity bill price 
hikes. This decision was taken and 
announced by a government com-
mittee tasked with easing the fi-
nancial burden on poorer citizens, 
per a request from the presidency. 
Those excluded make up the low-
er three consumption brackets, 
including 4.2m subscribers who 
use up to 50 kw/h, 2.6m subscrib-
ers who use from 50 to 100 kw/h, 
and 8.2m subscribers who use 

from 100 to 200 kw/h.

$5.8m Allotted for ECHEM Production, 
Chemical and Environmental Projects 
The Egyptian Petrochemicals 
Holding Company (ECHEM) is ex-
ecuting projects totaling an esti-
mated EGP45m ($5.8m), reported 
Al-Mal. The announcement was 
made by the company’s CEO Said 
Mohamed Saafan. He explained 
that the capacity of ECHEM’s pro-
duction units were to be expand-
ed by 25%, with an additional 
plan to boost the production rate 

of Polyvinyl chloride. Additionally, 
ECHEM is working towards reha-
bilitating and developing the con-
trol panel of the Polyvinyl chlo-
ride factory. Plans also a number 
of environmental projects slotted 
for the current fiscal year, includ-
ing an Environmental Monitoring 
Unit and the establishment of 
an integrated system to recycle 
waste.

GUPCO Re-launches Ruined Marine Plat-
form in Hilal Field
Gupco successfully completed the 
manufacture and installation of 
a new marine platform in the Hi-
lal offshore field, reported Egypt 
Oil and Gas. The initial platform 
had been seriously damaged in 
1994 after the collision of a car-
go ship. Production suffered due 
to industrial safety and environ-
mental protection considera-
tions. The move coincided with 
Gupco’s completion of the drill-
ing operations of two new wells, 
Hillal B1 & B2, after initial elec-
trical measurements confirming 
the presence of hydrocarbons. 
The first well had already been 
brought online for production in 
March 2015, at a rate of around a 
1000b/d of oil. Reserves are esti-
mated at 3.2mmbbl. Preparations 

are being made for the second 
well with a 1,000b/d production 
rate. Preliminary estimates are 
affixed at 2mmbbl of oil. Work is 
underway to drill two other wells 
with a total expected production 
of 2000b/d.

DEA to Add $274m to the Petroleum Sector
German company DEA (formally 
known as RWE DEA) plans to in-
vest $274m during the coming fis-
cal year of 2015/2016 to increase 
production rates from its con-
cessions in the Gulf of Suez and 
Kafr el-Sheikh, reported Al-Bour-
sea newspaper. Mohammed Bey-
doun, SUCO chairman, said that 
the company’s foreign partner 
allocated investments of $191m to 
explore and develop wells in the 
Gulf of Suez. He added that DEA 

will pump about $ 83m into the 
onshore Desouk field in the Kafr 
El-Sheikh area to develop wells, 
with production there to increase 
to 200 mcf/d of gas during the 
first quarter of the next fiscal year, 
compared to 130mcf currently. 
DEA had already spent $270m in 
the Desouk field in Kafr El-Sheikh, 
and would spend about $500m 
more until the end of the entire 
project development by 2030. 

Fuel Smartcards Post-
poned

President Abdel Fattah al-Sisi 
asked the government to consider 
postponing the smart card sys-
tem for subsidized fuel, reported 
Reuters. “The president directed 
the government to urgently study 
postponing the application of 
this system until all the sectors 
that don’t have these cards are 
covered,” the state news agency, 
MENA, quoted the presidential 
spokesman Alaa Youssef. No fur-
ther details were given, however. 
June 15 was the original target 
date for the smartcard system to 
go into effect, first to track the 
exact amount of fuel being con-
sumed per vehicle, as a means 
of cracking down on smuggling 
activities, further plans include 
rationing consumption by assign-
ing each card a specific subsidized 
amount. 

GUPCO’s EDFU A7 
Placed on Production

GUPCO announced that it suc-
cessfully completed drilling the 
oil development well EDFU A7 in 
the Edfu field, reported Egypt Oil 
and Gas. During the drilling oper-
ations electrical recordings were 
conducted of other layers not 
originally earmarked for produc-
tion. In the processes the pres-
ence of hydrocarbons was con-
firmed which led to an increase in 
the expected crude reserves being 
tapped by the well. Subsequently 
the well was placed on the pro-
duction map at an initial rate of 
1500b/d. Drilling began in Decem-
ber 2014. It is estimated that the 
well will contribute an estimated 
2mmbbl.

500 Meter Wide Oil 
Slick in Red Sea

An oil spill had been spotted in 
the Red Sea’s northernmost city 
of Ras Gharib, reported Cairo 
Post. The slick measured in at 500 
meters in circumference. Hassan 
Farag, Head of the Environment 
Protection Association, said in a 
press release that his association 
had notified Red Sea protector-
ates department about the leak. 
The Ministry of Environment has 
since ordered the formation of a 
committee to find an explanation 
for the incident.

Bombed Electricity 
Pylons Cut Power in 
Awsim, El-Baragil and 
Hadabet El-Ahram

Three electricity pylons in Giza’s 
Awsim were bombed by unknown 
assailants, reported Al-Ahram. 
Two of the pylons collapsed and 
the resulting power cuts affect-
ed the Awsim, El-Baragil and 
Hadabet El-Ahram districts.
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EGPC: Petroleum Derivatives Imports Expected to 
Rise from $700m to $1bn 
An EGPC official told Al Mal newspa-
per that the value of petroleum de-
rivatives imports had reached $700m 
in June and was expected to jump by 
another $300m to $1bn in July and re-
main that way for more months. He 
explained that the expected increase 
was to provide diesel and fuel oil to 
the newly constructed power plants. 
In related developments a report said 
that EGPC was planning to increase 
the quantities of imported liquefied 
fuel to 300,000 tons a month just in 

order to meet these power demands. 
The number had already risen previ-
ously from 180,000 to 210,000 tons.

Cooking Oil-to-Bio-
diesel Scheme to Go 

Nationwide  
The Ministries of Petroleum and 
Supply and the Alexandria Compa-
ny for Petroleum Additives (ACPA) 
signed a protocol agreement to 
turn cooking oil it into biodiesel, 
reported Daily News Egypt.  This 
is a nationwide plan. ACPA is re-
sponsible for the transformation 
process while the Ministry of Sup-
ply will collect cooking oil from 
distributers and private citizens. 
They will be given points for ob-
taining free food commodities in 
exchange for this. According to the 
Minister of Supply, Khaled Hanafi, 
young people will be employed for 
this task and given concessional 
loans to buy tricycles and any oth-
er equipment they need for the 
collection process. The loans, in 
turn, will be provided in coordina-
tion with the Social Fund for De-
velopment (SFD). This scheme was 
first tried out in Port Said with 10 
young people taught how to make 
cooking oil into biodiesel at the 
Arab Academy for Science, Tech-
nology and Maritime Transport 
(AAST). The signing ceremony was 
attended by the Chairman of the 
Supervisory Distribution Sector at 
the Ministry of Supply Mahmoud 
Abdel Aziz, EGPC Deputy Execu-
tive Chairman for operations Amr 
Mostafa Kamel, and Chairman 
and Managing Director of ACPA 
Mosaad Atteya.

KHALDA
KHALDA, a joint venture company 
between EGPC and Apache, has com-
pleted digging two exploration wells 
and a new oil-development well in its 
concession area in the Western Desert. 
The production rate of KHALDA was 
4,562,166 barrels of oil as of May 2015.
PTAH-3X 
The exploration well was drilled at a 
depth of 13,000ft. utilizing the EDC-8 
rig. Investments surrounding the pro-
ject are estimated to be $1.5m

PACIFIC-1X
The exploration well was drilled at a 
depth of 12,250ft. utilizing the ST-10 rig. 
Investments surrounding the project 
are estimated to be $1.5m
AZURITE-2
The development well was drilled at a 
depth of 12,900ft. utilizing the EDC-54 
rig. Investments surrounding the pro-
ject are estimated to be $1.6m

QARUN 
QARUN, a joint venture company be-
tween EGPC and Apache, has complet-
ed digging two new oil-development 
wells in its concession area in the West-
ern Desert. The production rate of QA-
RUN was 1,263,087 of oil as of May 2015.
WON A-6
The new well was drilled at a depth of 

8,200ft. utilizing the EDC-63 rig. Invest-
ments surrounding the project are esti-
mated to be $1m
BENISUIF-28
The new well was drilled at a depth of 
7,500ft. utilizing the EDC-47 rig. Invest-
ments surrounding the project are esti-
mated to be $1.1m

AGIBA  
GIBA, a joint venture company between 
EGPC and IEOC, has completed digging 
two new oil-development wells in its 
concession area in the Western De-
sert. The production rate of AGIBA was 
2,037,910 barrels of oil as of May 2015.
MEL-93
The new well was drilled at a depth of 
6,303ft. utilizing the PDI-92 rig. Invest-
ments surrounding the project are esti-
mated to be $600,000.
MEL-88

The new well was drilled at a depth of 
6,310ft. utilizing the ST-8 rig. Invest-
ments surrounding the project are esti-
mated to be $800,000.

PETROBEL 
PETROBEL, a joint venture between 
EGPC and ENI, has recently complet-
ed drilling a new oil-development 
well in their concession area in Sinai. 
The production rate of PETROBEL was 
3,208,864 barrels of oil as of May 2015.

113-A-64(ST2)
The well was drilled at the depth of 
11,805ft. utilizing the PD-104. Invest-
ments surrounding the project are esti-
mated at $5.7m

PETROSANNAN  
PETROSANNAN, a joint venture be-
tween EGPC and Ukraine’s Naftogaz, 
has recently completed drilling a new 
oil-developmental well in their conces-
sion area in the Western Desert. The 

production rate of PETROSANNAN was 
198,257 barrels of oil as of May 2015.
AESE 3 1/10
The new well was drilled at the depth of 
10,092ft. utilizing the SHAMS-2 rig. In-

vestments surrounding the project are 
estimated at $2m

GUPCO   
GUPCO, a joint venture between EGPC 
and BP, has completed digging a new 
oil-development well in its concession 
area in the Gulf of Suez. The production 
rate of GUPCO was 2,421,735 barrels of 
oil as of May 2015. The well took 47 days 
to drill.
HILAL B-2
The new well was drilled at a depth of 
11,115ft. utilizing the ADMA-4 rig. In-
vestments surrounding the project are 
estimated to be $7m

ESHPETCO    
ESHPETCO, a joint venture company 
between EGPC and Russia’s Lukoil, has 
completed digging a new oil-develop-
ment well in its concession area in the 
Eastern Desert. The production rate of 
ESHPETCO was 178,677 barrels of oil as 
of May 2015.
WEEM A-3 
The new well was drilled at a depth of 
5,940ft. utilizing the ECDC-6 rig. Invest-
ments surrounding the project are esti-
mated to be $1m

WEST BAKR     
WEST BAKR, a joint venture company 
between EGPC and TransGlobe, has 
completed digging a new oil-develop-
ment well in its concession area in the 
Eastern Desert.
K-43
The new well was drilled at a depth of 
5,266ft. utilizing the EDC-62 rig. Invest-
ments surrounding the project are esti-
mated to be $855,000.

BP to Pay $39m of Dana Gas’s Exploration Costs in 
Egypt  
The United Arab Emirates’ Dana Gas 
signed a deal for BP to pay a portion 
of its exploration costs in the El Matri-
ya onshore concession in Egypt.  The 
concession was awarded by EGPC in a 
2014 bid and drilling is expected tfor 

the first half of 2016. BP agreed to pay 
up to $39 m of Dana’s drilling cost of 
a natural gas exploration well. In ad-
dition, BP gets to participate in Dana 
Gas’ West El Manzala concession, re-
ported Reuters. 

Shell Egypt Executive Outlines Production Plans for 
Shale  
“Shell Egypt succeeded in maintain-
ing production of 130,000 barrels of 
oil equivalent a day on average,” said 
Managing Director of Shell Egypt 
Aidan Murphy in an interview with 
Daily News Egypt. He explained that 
Shell’s Assil and Karam project in its 
concession area Badr El Din 3 alone 
had expanded BAPETCO production by 
20%. He added that BAPETCO will drill 
around 50 wells across its many con-
cession areas in the Western Desert to 
bolster gas production and contribute 
to the local market. This will involve 

small development wells and will be 
managed in such a way as to insure a 
high level of performance while low-
ering costs. “A horizontal well will be 
drilled near Al-Ubayyid area, and it 
will be the perfect example for drilling 
with advanced techniques not used 
before in Egypt,” he added. As for shale 
gas he said that “Shell and Apache will 
soon begin to drill two vertical wells 
in Apollonia field in order to collect 
data and determine the best sites for 
the three horizontal wells and their 
design.”

BP’s LNG Cargoes Fewer than Planned 
Egyptian officials and trade sources 
informed Reuters that EGAS reached 
a liquefied natural (LNG) supply deal 
with BP stretching from 2015 to 2016 
for 16 cargoes. This is smaller than the 
initial proposed shipment of 21 car-
goes. This deal was originally part of 
a major tender awarded in January for 

the purchase of 70 LNG cargoes, worth 
about $2.2 bn. Trafigura won 33 car-
goes, Vitol nine and Noble Group sev-
en. Sources told Reuters that the num-
ber declined from 21 to 16 because of 
delays on the Egyptian side. For their 
part BP declined to comment.

Orascom Completes Power Plant Ahead of Schedule 
Orascom Construction announced 
that it has completed the first phase 
of the West Damietta power plant two 
weeks early to add a further 250 MW 
to the country’s power grid, reported 
The National. The plant was built on a 
fast-track basis. In related news Oras-

com’s joint venture with Abu Dhabi’s 
International Petroleum Investment 
Company (Ipic), building a new coal-
fired plant close to the Red Sea port of 
El Hamarawein, is expected to enter in 
its first phase will full financing by the 
first quarter of 2016.

Noble Group to Supply Egypt with LNG  
Commodities trader Noble Group won 
a tender and will supply Egypt with 
a single liquefied natural gas (LNG) 
cargo, trade sources informed Ahram 
Online. Only Vitol, Trafigura and Noble 

Group were invited to the June tender. 
The tender was meant to procure one 
additional LNG cargo for June, sources 
added. 

Ras Gharib Crude Purchased by Indian Company  
Reuters reported that India’s Manga-
lore Refinery made its first ever pur-
chase of crude from Ras Gharib, citing 
two sources who knew of the tender 
award. The 600,000 barrel cargo will 

be transferred by trader Vitol and sup-
plied at a discount of about $5.5 a bar-
rel. The loading will take place in the 
first half of July.

Cyprus Gas is Ready for Export to Egypt 

Texas-based Noble Energy and Israel´s Delek Group stated that the 
Aphrodite natural gas field is commercially viable and ready for produc-
tion. Earlier this year, Cyprus struck a deal with Egypt for the construc-
tion of a pipeline that will export 8bcm a year. The field is estimated 
to hold 128bcm of gas and 9mmbbl of condensate and will consist of a 
floating production, storage and offloading vessel to process 8bcm of 
gas a year, Haaretz reported Delek saying. 
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Reduce rig time with versatile inflatable-packer technology

Weatherford’s inflatable production packer (IPP) provides a versatile workover isolation system 
that enables seamless testing, stimulation and production. With one-trip capability, the IPP 
offers you the flexibility of a temporary or permanent seal for single- or multiple-packer 
configurations in the well, regardless of the deviation.

IPP Advantages

 ▪ Slim run-in OD allows for drifting through 
existing restrictions 

 ▪ Largest available hole-setting capability

 ▪ Ability to test below or between elements

 ▪ Multiple sets in one trip

 ▪ Cased-hole and openhole capabilities 

IPP Applications

 ▪ Cement retainer

 ▪ Casing-integrity testing

 ▪ Testing of casing patches 
(above or below)

 ▪ Permanent bridge plug

 ▪ Water shutoff

 ▪ Scab liner

 ▪ Openhole testing and 
stimulation

 ▪ Selective production testing of 
particular zones

Lost-circulation
zone

Producing
zone

Water

The M2 straddle packer uses dual-heavy-duty IPPs to straddle the zones of interest 
during fracturing, acid stimulation and testing multiple zones individually.

Zonal Isolation for 
Drilling and Completions

Drilling Evaluation Completion Production Intervention

© 2011 Weatherford. All rights reserved. 
9040.00
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France’s EDF to Diversify from Nuclear Power into Renewables  
Jean-Bernard Levy, the new CEO of state-run power util-
ity Electricite de France (EDF) announced that EDF will 
move more towards renewable energy, in addition to its 
focus on nuclear power, through investing in large off-
shore wind farms. The real issue, he explained, was how 
quickly and to what measure EDF could inject finances 
into its renewable assets. There was also the issue of how 
centralized or decentralized these renewable projects 

would be managed. He made these remarks at the Eu-
relectric utilities conference in Berlin, reported Reuters. 
Levy was appointed at the start of the year. EDF’s nucle-
ar reactors already provide for about three quarters of 
France’s electricity, while its renewables arm – EDF Ener-
gies Nouvelles – only has a 7,500 MW capacity. Previous 
attempts to move into renewables, by France’s state-
owned nuclear group Areva, have not been successful.

Oil Consortium Manager Kidnapped in Libya 
Reuters reported that Yousef al-Shoumani, a manager 
at Libya’s Mellitah oil and natural gas consortium, was 
kidnapped. Employees made the announcement on na-
tional television and on their Facebook page. No group 
has claimed responsibility and company officials could 

not be reached for further clarifications. The consortium 
is owned by a joint venture made up of the state oil firm 
NOC and Italy’s ENI and operates the Wafa and El Feel 
oilfields as well as exporting oil and gas from its Western 
Libya complex.

Algeria Shifts Focus of Long-term Gas Deals from Europe to Asia
Reuters reported that Algeria’s state-run energy firm 
Sonatrach expects to continue its policy of shifting 
the focus of its long-term supply deals from Europe to 
Asia, whilst also searching for markets in South Ameri-
ca. Companies in Brazil and Argentina had already been 
contacted, said Sonatrach’s Executive Vice-President of 
marketing Mohamed Rafik Demmak. “The problem in 
Europe is a lack of demand, so we can continue to play 
the arbitrage by reducing pipeline flows and increasing 
LNG exports,” he explained. He added that profits from 

these LNG diversions were being shared with Sonatrach’s 
long-term customers in Europe, such as Eni. “This prof-
it sharing mechanism has been quite comfortable and 
allows us to react to market changes,” Demmak said, 
adding that the scheme had quieted calls from buyers to 
introduce greater volume and destination flexibility into 
long-term contracts. “Our priorities are still to look for 
stable relationships with our customers, and to achieve 
that you have to make some concessions,” he clarified.

Gazprom Adamant over Bypassing Ukraine through Turkish Pipe-
line to Europe
Company sources told Reuters that Russia’s Gazprom 
will proceed with its plans to build a pipeline to Tur-
key. Two pipes beneath the Black Sea are already in the 
works, sources said, although the company declined 
to comment. Once constructed, the pipeline will be 
made up of four lines, each with an annual capacity of 
15.75bcm. The pipeline is meant to transport Russian 
natural gas to the European marketplace without going 
through Ukraine. Previously Gazprom had announced, 
on its own website, that it would spend RUB 278bn this 
year to continue modernizing Russia’s gas system to fit 
with the Turkish Stream. This is part of the larger sum of 
RUB 715bn earmarked for the pipeline project. Gazprom’s 
larger plan is to create a gas hub along the Greek-Turkish 
border. Turkey is Gazprom’s second biggest export mar-
ket after Germany, but the Turkish government insists 
that the existing 10.25% gas discount it gets from Russia 
is insufficient. One Gazprom official, Leonid Chugunov, 
who has spoken openly added that despite starting work 
this month, the company needed permission from Tur-
key to lay 280km of pipes along the Turkish coast.

Cyprus’ Largest Gas Field Declared Commercially Viable
Noble Energy International, Delek Drilling and Avner Oil 
Exploration, holders of a license for the exploration of 
hydrocarbons in Block 12 of Cyprus’ Exclusive Econom-
ic Zone, have declared commerciality of Aphrodite gas 
field, reported AFP. The ministry added that the joint 
venture would now submit a development and produc-
tion plan to the government, awaiting the Cabinet’s 
approval for the outlined method and timeline for ex-
traction and sales. “It is another important step toward 

the monetization of the country’s indigenous natural 
gas reserves, both for domestic electricity generation, as 
well as exports via direct subsea pipelines to neighboring 
countries,” stated Cyprus’ Energy Ministry. This came af-
ter four years of exploration, with an estimated 127.4bcm 
(4.54tcf) of gas in Block 12. Delek and Avner, both Israeli 
firms, own a 30% stake in the venture. 

Singaporean Energy Firm to Transform Malta into Oil Trading Hub
The Malta Independent reported that a joint venture 
between Malta Enterprise and Singaporean company 
International Energy Group (IEG) targeted a range of 
activities, including the wholesale and retail trading of 
crude oil and intermediate fuel oil and other distillates. 
Storage facilities will also be built along with the blend-
ing of products for re-export, as well as collaboration on 
reducing energy costs for electricity generation in Malta. 
The new company “IEG Malta will initially use Malta as 
an oil trading hub,” announced Malta Enterprise, with 
oil bunkering – transporting oil from one ship to anoth-
er – and oil blending (mixing lower and higher grades of 
crude). For his part IEG Director Goh Jin Hian told the 
Singapore Business Times: “Malta has an island economy 
much like Singapore and Hong Kong, with little natural 
resources and a dependency on intellect and investment 
capital. I think Malta has the potential to punch well 
above its weight class.” Malta Enterprise has a minority 
shareholding in the venture.

EU to Use Mediterranean Gas Platform to 
Circumvent Russian Supply
EU Climate Action and Energy 
Commissioner Miguel Arias Canete 
launched a plan to turn the Medi-
terranean region into “a major gas 
marketplace”, reported Reuters. The 
idea is to focus on three main entry 
points for gas -- the Iberian Penin-
sula, Italy and the Aegean Sea – as 
alternatives to Europe’s dependence 
on Russian natural gas. The platform 
would help producer nations attain 
financing for infrastructure projects 
and devise export strategies. This 
is part of a larger EU Commission 
project to create an energy union 
with joint infrastructure to share 
gas supplies across Europe and plat-
forms for electricity and green en-
ergy as well. “Foreign policy should 
give particular priority to partners 
and initiatives crucial to EU efforts 

to strengthen the diversification of 
EU energy sources,” the Commission 
said in its energy diplomacy action 
plan.

Euronav Invests $384m in Greek Metros-
tar’s Supertankers 
In a press release Euronav an-
nounced that it had entered into an 
agreement with Greek Metrostar to 
buy four VLCCs (Very Large Crude 
Carriers). The price of an individu-
al tanker is $96m, totaling $384m, 
with portions of paid on delivery of 
each ship. Paddy Rodgers, CEO, said, 
“Euronav is delighted to enhance our 
fleet with the addition of four high 
specification modern VLCCs. The 
tanker sector continues to perform 

strongly with a positive outlook. 
This accretive transaction further 
cements Euronav’s position as the 
largest, independent quoted crude 
tanker platform.” The vessels are to 
be delivered in September 2015, Jan-
uary, March and May 2016. Euronav 
is an independent tanker company 
and is headquartered in Antwerp, 
Belgium. The VLCCs are currently un-
der construction at Hyundai Heavy 
Industries Co. in South Korea. 

France, Spain and Portugal Look to Increase Alge-
ria Gas Exports 
France, Spain and Portugal are in 
the talks of closing a deal with Al-
geria that will increase exports of 
Algerian gas into Europe.  Increas-
ing gas flows across the Pyrenees 
would unlock Algeria´s potential, 
writes Financial Times. Algeria has 
the world´s 10th biggest gas reserve 
but uses less than half of its pipeline 
capacity to Europe.  Energy ministers 
in the countries involved, will discuss 
the MidCat gas pipeline which will 
cross the Pyrenees.  EU gas imports 
through Spain would significant-
ly lower Russia´s sell via Ukraine. 
“For the energy union to function 
we need MidCat, but we also need 

other projects to be completed, 
such as the Trans-Adriatic pipeline,” 
said Spanish official Jose Manuel 
Soria. The EU is pushing Algeria´s 
Sonatrach to attract greater foreign 
investment and ease restrictions on 
upstream deals. In addition, Europe 
wants Algeria to opt for flexible pric-
es following European gas trading 
hubs, instead of signing long-term 
contracts. Spain amounts to 55% of 
Algeria´s gas imports. MidCat pipe-
line would increase the gas capacity 
from 5.36 bcm from the Larrau and 
Biriatou pipelines linking Spain and 
France, to 15.1bcm.

French Total Appoints Strategist as New 
Gas Chief 
French Total announced the appoint-
ment of Laurent Vivier as the compa-
ny’s new President Gas. The French 
oil company put him in charge of the 
company’s Gas division, reporting 
directly to Total’s CEO. The decision 
will actually take effect on August 
1, 2015, reported Rigzone. Previously 
Vivier was responsible for the com-
pany’s LPG trade when he worked in 

Total’s trading offices in Paris, Ge-
neva, London and Houston. Later 
he was responsible for natural gas 
trading in Europe and North Amer-
ica, before becoming Vice President 
for Strategy and Market Analysis for 
the Gas & Power division of Total in 
2014. He has been with the company 
since 1996.

Italy Constitutional Court to Cut Solar Subsidies
An Italian court is revising measures 
to cut subsidies for solar power pro-
ducers and asked the constitutional 
court to rule on the matter, industry 
body Assorinnovabili said, reported 
Reuters. Last year the Italian govern-
ment passed a set of incentives for 
solar power producers over an ex-
tended period of time with the pur-
pose of cutting the power bills. The 
move caused some operators to ap-
peal the decree, claiming that it had 
negative effects and damaged their 

investments. “We are optimistic 
the (Constitutional) Court will con-
firm the approach of the TAR (Rome 
court) and declare the solar incentive 
spread decree unconstitutional,” As-
sorinnovabili president Agostino Re 
Rebaudengo said. Government offi-
cials stated that the solar industry 
already profits from Europe´s incen-
tive schemes and consumers´ pock-
ets; now it’s the time for the industry 
to do its part and lower prices.
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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.vroonoffshore.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
Marhaba Tower, Fouad St., Off Horeiya road,
Alexandria 21131, Egypt

Tel.: +2033913820 (10 lines)
Fax: +2033913829

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

Port Said, Damietta, Suez, Ras Shukeir, Red Sea ports
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Independent Audit Clears Eni of Illegal Conduct in 
$1.3bn Nigeria Deal
Italy’s Eni announced that the external audit 
over a $1.3bn Nigerian oil and gas production 
license in 2011 “has not found evidence of il-
legal conduct,” reported Rigzone. Royal Dutch 
Shell was a party to the deal made on Malabu 
oil block (OPL 245) with the Nigerian govern-

ment and has also denied allegations of any 
misconduct over the block, which is estimat-
ed to contain nine billion barrels of oil. Eni is 
being investigated by Italian authorities over 
the deal. The audit was conducted by an inde-
pendent US law firm.

Oil Recovery-Steam Technique Used to Boost Al-
berta Oil Sands Production 
ConocoPhillips has started commercial opera-
tions at the phase 2 expansion of its Surmont 
project in the Canadian oil sands of northern 
Alberta, reported Reuters. This means produc-
tion will be at the 118,000 b/d rate, pushing to-
tal capacity to 150,000 b/d by the third quar-
ter of 2015, with planned increases for 2016. 
The current expansion was facilitated through 
thermal techniques, using steam to slowly 
liquefy tarry bitumen deposits that then flow 

to the surface away from the oil sands reser-
voir. Low oil prices have not prevented many 
oil sands expansion projects from going ahead 
in Canada, such as Imperial Oil Ltd’s Cold 
Lake expansion weighing in at 40,000 b/d. 
Oil sands represent the world’s third-largest 
crude reserve and Canada’s output is expected 
to average 2.3 mmbbl/d, according to industry 
experts. The Surmont is co-owned with French 
Total. 

Japan Resuming Nuclear Power, Protests Notwith-
standing 

A Japanese panel of experts agreed to the 
government’s plan, conceived on April 2014, 
to use nuclear power to generate 20-22% of 
the country’s electricity by 2030, reported 
Reuters. One panel member, Professor Takeo 
Kikkawa of the Tokyo University of Science, 
protested the decision, arguing that this move 
by the government “does not match Japan’s 
basic energy plan to reduce reliance on nucle-
ar power as much as possible and maximize 
introduction of renewable energy.” His pre-
ferred energy mix is nuclear 15%, renewables 

at 30%, he told Reuters. He also advised the 
building of new nuclear power plants for safe-
ty considerations. The panel, however, has set 
targets for LNG at 27% and coal at 26%. Re-
newables currently only contributes 22-24% 
of the electricity mix. The government plan 
was moved through despite public outrage, 
with opinion polls consistently showing oppo-
sition to atomic energy since the Fukushima 
nuclear disaster, even with the rising electrici-
ty bill that resulted.

Saudi Oil Policy Not Targeted at Americans says Ex-
CIA Director
Saudi Arabia is not using its power in OPEC 
to curb US producers, argued former director 
of the Central Intelligence Agency David Pe-
traeus in a televised interview. He explained 
that “I am very confident that what they are 
doing is trying to keep their market share, not 
trying to drive others out of the market,” re-
ported Bloomberg. Petraeus added, however: 
“Now if that happens, so be it.” He also insist-

ed that Saudi Arabia understands that the US 
is becoming more efficient in generating oil 
and that there isn’t a set cost for production. 
Petraeus resigned in disgrace from the CIA in 
2012 after his extramarital affair with his bi-
ographer Paula Broadwell was exposed. He 
currently works for private equity-firm KKR & 
Co., managing their public policy and econom-
ic research division.

Equity Group Neptune to Buy Distressed Assets 
Across the Globe in Oil Price Decline

Bloomberg reported that the new equity 
group Neptune Oil & Gas Ltd. plans acquisi-
tions in the North Sea, North Africa and South 
East Asia, taking advantage of the asset sales 
of major energy groups following the collapse 
in oil prices. Neptune has so far raised $5bn 
for the task in an industry that is struggling to 
raise money for acquisitions. Carlyle, Apollo 
Global Management LP, Blackstone Group LP 
and KKR & Co., have raised $30bn for deals in 
the past 18 months. Sam Laidlaw, former Cen-

trica Plc Chief, is heading the new group and 
announced that Neptune intends to “create a 
mid-size exploration and production compa-
ny in the 75,000 to 100,000 b/d range” and 
hopes to “buy a significant portfolio” in just 
one or two deals; however long this may take. 
He added that “valuations have yet to reflect 
the new reality of the oil price,” as the ‘facts’ 
had still not hit home in the global market-
place.

Gabon to Wean itself Off Oil with Eurobonds
Gabon’s Economy and Investment Minister Regis 
Immongault announced that the $500m Eurobonds 
recently issued by his nation will be used to devel-
op “infrastructure – energy, water, education and 
health facilities” and help wean the nation from 
its dependence on oil, reported Bloomberg. Gabon 
sold the Eurobonds due in June 2025 at a yield of 
6.95% with at least 210 investors, the minister re-
vealed. The offer was managed by Deutsche Bank 
AG, JPMorgan Chase & Co. and Standard Chartered 
Plc. “Our strategy is to preserve the sustainability 

of public debt,” Immongault said, explaining that 
this was a “strong signal of support for our reforms 
and economic policies. Investors recognize our pro-
active approach of dealing with the recent oil price 
volatility”. The move was prompted by the decline 
in oil prices, he said. Another Eurobond next year 
“is not planned, but it’s possible,” he added. Ac-
cording to Raza Agha, an economist at VTB Capital 
Plc in London, the central African nation gets 52% 
of government income and almost 80% of its ex-
port revenue from oil.

Human Rights Group Implicates Soco in Congo Oil Bribe
London-based human rights group Global Witness 
announced that it had obtained documents show-
ing British oil explorer Soco International Plc had 
made payments to an army major in the Democrat-
ic Republic of Congo, reported Bloomberg. Global 
Witness and other groups accused said officer of 
trying to bribe and intimidate campaigners who 
opposed Soco oil exploration activities in Congo’s 
Virunga National Park, a Unesco World Heritage 
site. For its part Soco acknowledged paying $42,250 
to the major in question, but strenuously denied 
the other charges. “We strongly refute any sug-
gestion that this funding was in any way improper 

or connected with alleged acts of intimidation or 
violence” Soco said, explaining the they “funded 
the work of the DRC army in providing a security 
escort to ensure the personal safety of its staff and 
contractors during seismic” operations. Previously 
a documentary had filmed the same army major of-
fering a $3,000 bribe to a park ranger to leak infor-
mation to Soco. Congolese army spokesman Gen-
eral Leon Kasonga did not respond to Bloomberg 
queries. In the meantime Congo’s government has 
said it is considering changing the park’s bounda-
ries to enable oil exploration. The park houses en-
dangered mountain gorillas.

US Petroleum Sector More Vulnerable to Costly Cyberat-
tacks than Any Other Industry
According to ABI Research spending worldwide 
on cybersecurity for oil and gas infrastructure will 
reach $1.9bn by 2018, reported Bloomberg. “You 
can create blackouts or oil spills and hurt a lot of 
people,” said Alvaro Cardenas, a computer-science 
professor at the University of Texas at Dallas and 
a member of the Cyber Security Research and Ed-
ucation Institute. The American energy sector is 
particularly vulnerable, says Tom Kellerman, chief 
cybersecurity officer of the Tokyo-based software 
provider Trend Micro. This is because power com-
panies in the US connected infrastructure to the 
Internet following the 2003 East Coast blackout. 
“It’s a double-edged sword,” Kellerman said. “Cur-

rently the energy sector is woefully unprepared 
for protecting itself from cyberattacks.” Costs for 
energy companies rose faster than the US average 
over the last five years, at $13.2m each year, result-
ing from these attacks according to a study by the 
Poneman Institute for Hewlett-Packard Co. The 
blame for these cyberattacks so far has been placed 
on state-sponsored hackers coming out of Rus-
sia, China, North Korea and Iran, according to the 
world’s biggest cybersecurity firm Symantec Corp. 
In a related development documents leaked by Na-
tional Security Agency contractor Edward Snowden 
claim that the NSA itself spied on Brazil’s state-run 
oil-company Petroleo Brasileiro SA.

US Overtakes Russia as Biggest Oil, Natural Gas Producer
Changing the world’s energy landscape, the Unit-
ed States has overtaken Russia as the world’s big-
gest producer of oil and natural gas, according to 
BP Plc’s Statistical Review of World Energy. A main 
factor behind the United States’ surge to the top is 

the booming shale industry. U.S. oil production rose 
to a new record, gaining 1.6 million barrels a day. 
Among other findings in the report, China’s ener-
gy demand is growing at the slowest pace since the 
Asian financial crisis. 

New Mega-reserve Discovered Off Brazilian Coast 
Brazil’s National Petroleum Agency discovered a 
“mega-reserve” in the Atlantic Ocean close to Sao 
Paulo. The reserve is believed to be as big as the Lula 
oil field, which is estimated to hold between five to 
eight billion barrels of oil. The discovery was made 
in the pre-salt field and it is entirely owned by the 

government. Although the ANP wanted to include 
the field in an annual auction, the government de-
clined, which means Petrobas will receive 30% of 
the reserve’s share and the federal government 
70%.

Despite EU Sanctions, European Companies Still Seeking 
Deals with Russia 
While the European Union votes to extend sanc-
tion on Russia, European oil companies are still 
looking to make deals with their Russian partners. 
BP is on the way to signing a deal that would give 
them 20% of a Siberian oilfield worth a total of 
$700m. Eni and Statoil have also received approval 
that they may continue working with Rosneft, and 

Shell will continue working on its joint venture with 
Gazprom Neft. These deals were pressing forward 
just in time for the St. Petersburg International Eco-
nomic Forum held in mid-June. Last year, the forum 
was marred with news of fresh sanctions and reluc-
tance from the West to interact with Russia on any 
front.

US Energy Secretary Calls for Global Role for America’s 
Strategic Reserves 
“It is time for a re-evaluation” of America’s Stra-
tegic Petroleum Reserve, announced US Energy 
Secretary Ernest Moniz, reported Bloomberg. The 
reserve should be tapped to ease global oil-price 
shocks and no longer used only to supply the Amer-
ican economy during supply emergencies, he said at 
a conference sponsored by the Energy Information 
Administration in Washington. Moniz insisted that 

this did not mean exporting oil from the reserve, 
but using it domestically to level out global oil price 
volatility caused by conflicts in the Middle East. 
Any changes would require congressional approval, 
he added. The strategic reserve was created forty 
years ago in response to the Arab oil embargo and 
consists of four underground salt caverns with a to-
tal capacity of more than 700 million barrels of oil.
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Nuclear Power a Cornerstone in UAE En-
ergy Plans
Jeffrey Benjamin, senior vice-pres-
ident of nuclear power plants at 
Westinghouse Electric Company, an-
nounced that his company is making 
“solid progress” on the UAE’s nucle-
ar energy projects and that the pro-
cess is being “well-managed”. This 
was on the occasion of the opening 
of Westinghouse’s new office in Abu 
Dhabi, reported Gulf News. “I think 
nuclear energy makes great sense for 
Abu Dhabi, and that’s why a number 
of other countries in the region are 
also strongly considering nuclear en-
ergy. I do see it as one of the corner-
stones of Abu Dhabi’s energy policy 
for many years to come,” he said, ex-
plaining that falling oil prices would 
not discourage the shift to nuclear 
energy. Fossil fuel prices always fluc-
tuated he said, while nuclear and 
renewable energy were more stable. 
“We are certainly aware of nuclear 
ambitions in the region [by countries 

such as Egypt, Jordan, and Saudi Ara-
bia]. We continue to actively look at 
all those markets and a few others. 
At this point in time, we haven’t de-
cided to play in any of those markets, 
but as they further develop, I think 
our decisions will develop as well,” 
Benjamin said. The company’s new 
office was its very first in the Middle 
East and is meant to be a launching 
pad for Westinghouse’s ambitions in 
the Middle East and North African 
market. Westinghouse, a US-based 
company, provides components, en-
gineering, licensing, and training ser-
vices for power plants. The country’s 
nuclear program was developed by 
Emirates Nuclear Energy Company 
(Enec), with Westinghouse’s special-
ized help. Currently four units are 
under construction at the Barakah 
Nuclear Power Plant. The first unit 
should become operational in 2017.

$1.2m Contract for Networking Iraqi Oil-
fields Goes to Restrata 
Restrata was awarded $1.2m to in-
troduce a new managed Internet 
network across six locations in Iraq, 
reported Trade Arabia, including 
West Qurna 2 Oilfield, Baghdad, Bas-
ra Central and Iraq Energy City. The 
project will last three years and will 
provide IP connectivity utilizing un-
licensed microwave frequency and 
carrier grade leased capacity from 
Iraq and from Restrata’s European 
partner. The contract also covers 
professional services, maintenance 
and operations. “The deciding fac-

tors for this award were Restrata’s 
security capabilities as well as their 
long-term presence and combina-
tion of expertise in the communica-
tions field. With seven routes leaving 
Iraq, the network offers the highest 
level of resilience, consistency and 
uptime of the network which is par-
amount to the clients’ demands,” 
said Marc Merchant, head of Sales 
for Satellites Communications. Re-
strata has a long history of working 
in hostile and remote environments.

Iran Partners with China in $3.5bn Indo-
nesia Investments
Press TV reported that Iran, China 
and Indonesia will spend an expect-
ed $3.5bn for six petroleum projects. 
The first, a refinery on the East Java 
Island, will process 150,000 b/d of 
heavy crude oil. Iran will provide the 
feedstock while China will provide 
85% of the funds. “Negotiations are 
underway with Iranian Minister of 
Petroleum Bijan Zangeneh for sup-
ply of heavy crude feedstock under 
a long-term contract,” said Hassan 
Khosrojerdi, head of the Iranian Oil 
Exporters Union. Protocols for coop-

eration have already been signed. For 
its part Indonesia will also build four 
refineries, with capacities between 
300,000 b/d and 350,000 b/d. This 
latest deal follows on from a spate 
of agreements between Iran and In-
donesia, including crude exports, co-
operation in engineering and techni-
cal services, and Iran’s plans to build 
48 power plants in Indonesia. Iran is 
already building a 300,000 b/d of 
crude oil refinery in Brazil. 

Bahrain Pushed as a Regional Model for 
Subsidy Reform

Scott Corfe, Economic Adviser for 
the Institute of Chartered Account-
ants in England and Wales (ICAEW), 
has praised Bahrain for its success-
ful efforts at tackling subsidies (on 
food and fuel) and for diversifying 
its economy away from oil, reported 
Trade Arabia. He touted the country 
as a model for others in the region, 
especially in light of the pressure 
on oil revenues and state budgets 
thanks to the oil price slump. Mr 
Corfe, who is also the associate di-

rector of Centre for Economics and 
Business Research (Cebr), added 
that “the situation can be conducive 
for implementing much-needed sub-
sidy reforms in a range of countries.” 
He also said that “many GCC coun-
tries are on the right path for diversi-
fying their economies, but with low-
er oil prices here to stay, more action 
needs to be taken.” Corfe made these 
remarks following the release of Ce-
br’s annual report ‘Economic Insight: 
Middle East Q2 2015.’

Iran Speeds Up 
Drilling Activity 
of Giant Oilfield 
Shared with Iraq 

Iran has accelerated drilling of its 
largest oilfield, Majnoon field, lo-
cated in the development of South 
Azadegan which it shares with 
Iraq, in order to catch up with its 
neighbor in production, an ener-
gy official stated to Press TV. The 
National Iranian Drilling Company 
(NIDC) has completed the drill-
ing of six wells since taking over 
from the state-run China Nation-
al Petroleum Corporation (CNPC) 
which had its contract cancelled in 
May 2014 due to repeated delays. 
Iraq started producing 210,000 
b/d from the field in April 2014, 
where it awarded the field to a 
consortium led by the Royal Dutch 
Shell, targeting a production pla-
teau of 1.8m b/d. Manouchehr 
Assadi, in charge of the South 
Azadegan drilling, said six more 
wells are nearing completion, with 
drilling underway in a further six. 
The NIDC has rushed seven heavy 
rigs to the super-giant field, which 
have helped drilling work progress 
over 30%, he said. Officials say 
early production from the field 
stands at 50,000 b/d. They hope 
to make up for the delays and set-
backs over the next two years.

ConocoPhillips Quits Shale Gas Exploration in Po-
land
ConocoPhillips has stopped shale gas 
exploration in Poland due to a lack of 
attractive discoveries, clearing the field 
for Polish state-run firms. Conoco is not 
the first global oil firm to pull out of 
Poland. In the last three years, Chevron 
Corp, Exxon Mobil, Total and Marathon 
Oil halted their operations. Despite an 
investment of $220m since 2009 and 
seven drilled wells in the Western Baltic, 
ConocoPhilips Country Manager in Po-
land Tim Wallace stated that the com-

pany did not find commercial volumes 
of gas. Poland became a hotspot for 
international oil firms at a time when 
they expected Poland to experience a 
shale boom as that seen in the United 
States. Poland was hopeful this boom 
would reduce its reliance on Russian 
gas, until it underwent a significant cut 
in its estimated shale gas reserves in 
2012 and the following fall in oil prices. 
Despite exploratory drilling, Poland has 
not struck a commercial well. 

$33m Fracking Report Tips Environmental Agenda 
to Shale’s Advantage
A 998-page report on fracking released 
by the US Environmental Protection 
Agency concluded that there was no 
“widespread, systemic impacts on 
drinking water resources” from hydrau-
lic fracturing. The report reveals that 
fracking activities had contaminated 
some drinking water supplies, including 
leaking harmful chemicals into current 
and potential future drinking water 
supplies. Pro-fracking industry groups, 
workers and landowners immediately 
issued a press releases claiming victory 
in the fracking debate. Steve Everley, a 
senior director at FTI Consulting and 
spokesman for Energy in Depth, pro-
claimed that the “Greens’ multi-million 
dollar campaign exposed as phony.” 
In a rejoinder environmentalists like 
Amy Mall, Senior Policy Adviser at the 
Natural Resources Defense Council, 

argued that the “EPA did not say there 
were no widespread impacts, they said 
they found no evidence of widespread 
impacts,” describing the report as a 
“messaging hurdle.” John Armstrong of 
Frack Action added that the EPA made 
no mention of what its threshold crite-
ria were for widespread or systematic 
problems. US News and world report 
also learned that the report did not 
examine if fracking activities caused 
earthquakes or if it affected air quality. 
Nonetheless, Barry Rabe, Professor at 
the Gerald R. Ford School of Public Pol-
icy at the University of Michigan, said 
“We are not going to see any more big 
shifts in EPA on fracking on lands not 
held by the federal government.” The re-
port took five years to compile and cost 
$33m. The scope of the analysis was de-
termined by the US Congress.

Argentina Strikes Latest Shale Gas Find
Argentina’s state-controlled ener-
gy company YPF announced a new 
promising shale gas deposit find in 
its giant Vaca Muerta field, reported 
Reuters. “Initial results showed high 
gas productivity,” YPF said in a state-
ment. “The La Ribera x-1 well had in-
itial productivity of 43,000 cubic me-
ters of gas per day with a thickness of 
258 meters.” This suggests that there 
is likely much more gas in the vast 

but barely tapped Vaca Muerta field, 
YPF added. The find was made in the 
southern province of Nequen. Previ-
ously YPF had made a conventional 
oil discovery in the southern province 
of Rio Negro with reserves estimated 
at 40 m barrels. According to Reuters, 
Vaca Muerta is seen by Argentina as 
a means to reduce energy imports 
which have so far strained the coun-
try’s limited hard currency reserves.

Apache’s New CEO Leads Shale Adjustment to Saudi Crude
One of America’s lead shale produc-
ers, Apache Corp, has reduced its op-
erating drilling rigs by 87% – falling 
from 91 to 12 rigs – in an effort to cut 
costs in the face of declining oil pric-
es, reported Reuters. This was under 
the leadership of the company’s new 
CEO, John Christmann, who took 
office on January 20 following the 
surprise retirement of CEO Steven 

Farris. So far Christmann has suc-
cessfully cut service costs by almost 
40%, freeing up cash to the tune of 
$1bn according to some estimates. 
Other shale producers have been fol-
lowing his lead, also relying on project 
delays and improved technology. Ac-
cording to Les Csorba, partner at ex-
ecutive search firm Heidrick & Strug-
gles, Christmann is leading a group 

of energy executives who are trying 
to bolster the US shale in the face of 
Saudi Arabia’s oversupply of oil. “This 
new generation of leaders was really 
anticipating the downturn, even be-
fore prices began falling, focusing on 
standardization and driving efficien-
cy,” he said. Csorba helped appoint 
Christmann for his new post.

Hess Sees Asset Sales as Rescue Plan for Shale Investments
Oil and natural gas producer Hess 
Corp announced that it would sell 
half of its Bakken midstream assets 
for $2.68bn, reported Reuters. The 
buyer, private equity firm Global In-
frastructure Partners, would then 
form a joint venture with Hess. The 
MLP will be publicly traded in July and 
covers Hess’s pipeline and storage 
assets in North Dakota’s Bakken oil 

shale field. Hess will retain control of 
the assets’ operations and plans to 
use funds from the joint venture to 
finance capital expenditures between 
$325-350m. “Nobody really thought 
of a joint venture and then make it an 
MLP and do an IPO”, said Fadel Gheit, 
an analyst at Oppenheimer & Co., 
noting the positive impact of the an-
nouncement on Hess’s share prices. 

11July 2015 - ISSUE 103

G U L F

U N C O N V E N T I O N A L



Maestro Pipeline Anti-Corrosion System 
Launched  
Oil and Gas Technology reported the 
launching of Maestro, the latest inte-
grated software package for advanced 
corrosion modeling of pipelines. This 
came as the result of the joint efforts 
of asset integrity specialist Wood 
Group Intetech (WGI) and flow as-
surance experts Wood Group Kenny 
(WGK). The new package is powered 
by WGI’s ECE, an established software 
tool for the quantitative estimation of 

corrosion rates and materials selec-
tion. After being integrated in Maestro 
it can now generate corrosion profiles 
based on detailed hydrodynamic anal-
ysis data, including hydrate and wax 
formation evaluations. This will “cre-
ate a powerful new solution for cor-
rosion profiling of pipelines”, said Dr 
Liane Smith, Founder and Managing 
Director of Wood Group Intetech.

Pipelay Record Set in Gulf of Mexico  

The subsea construction vessel the 
Lewek Constellation set an industry 
pipelay record in the Gulf of Mexico 
in 7,368 feet (2,246 meters) of water, 
reported the Maritime Executive. The 
Lewek Constellation is the flagship of 
the Singapore-based EMAS. The pipe-
line itself was 3.2km long, 16-inchs 
wide and with a wall thickness of 
28mm. This was the final EMAS pipe-
lay trial for Noble Energy’s planned 
three subsea tie-back projects. “Suc-
cessfully laying the test pipe at this 
record-breaking top tension during 
pipelay trials is a significant achieve-
ment for EMAS and an industry first,” 
said EMAS AMC Chairman Lionel Lee. 

“What this record means for clients 
going forward is that we can offer a 
more efficient pipelay solution in ul-
tra-deep water for pipelines up to 16 
inch in diameter when compared to 
traditional S-Lay or J-Lay methods, 
even with thick insulation coatings, 
thereby giving our clients more op-
tions to consider,” said John Meen-
aghan, the company’s Vice President 
for Global Operations. The Lewek Con-
stellation is one of only two vessels in 
the world in its class, a multi-lay off-
shore construction vessel measuring 
178.27m by 46.0m and designed for ul-
tra-deep water pipe laying operations 
exceeding 3,000m.

Mexichem’s ‘Conservative’ Global Spending 
Spree Begins with $800m  
Mexichem CEO Antonio 
Carrillo announced that 
his company will invest 
$800m this year to build 
factories in countries 
where it is already pres-
ent and improve existing 
facilities, reported Reu-
ters. Mexichem, a Mexi-
can chemicals and plastic pipe maker, 
made the announcement while visiting 
Columbia. Half of the investments will 
be spent on its ethylene plant in Tex-
as, while the remaining $300m will go 
elsewhere, including Colombia, where 
the company already makes 10% of its 
sales. Another $100m will be invested 
in joint projects with Mexican state oil 
company Pemex. He added that Mex-

ichem is considering making acquisi-
tions in South and North America, as 
well as Asia. Spending, however, will 
be under the $1bn it spent on takeo-
vers last year. “We are a conservative 
company financially, which means 
that since we bought a lot last year, we 
are in the digestion process, reducing 
debt,” he explained.

TransCanada to Build 900km Prince Rupert Gas 
Pipeline   
TransCanada Corp announced that it 
received a conditional go-ahead by a 
Petronas-led consortium to build the 
900-km (560-mile) Prince Rupert Gas 
Transmission pipeline, reported Reu-
ters. The cost is estimated at $4.1bn 
for the natural gas pipeline to Brit-
ish Columbia’s Pacific Coast, which 
will connect the Montney gas field in 
northeastern British Columbia to the 
planned Pacific NorthWest LNG termi-
nal. “This development is a significant 
step forward,” TransCanada CEO Russ 
Girling said, explaining that it was key 
to the company’s capital growth plan. 
The larger LNG plan is currently being 
reviewed by Canada’s environmental 
regulator. If it goes through, it will 
give Canada its first LNG export ter-
minal. Petronas or Petroliam Nasional 

Bhd is a state-owned Malaysian com-
pany. Petronas itself has announced 
that it will only go through with the 
$11bn LNG project if it is approved by 
the environmental regulator. The Cal-
gary-based TransCanada is the com-
pany responsible for the still planned 
Keystone XL pipeline meant to trans-
port oil from Alberta to the U.S. Gulf 
Coast.

$1.06bn Polyurethane 
Price-Rigging Case 
Verdict in Supreme 
Court Limbo
The plaintiffs that won a $1.06bn 
judgment against Dow Chemical 
Company, on charges of artificially 
inflated polyurethane prices, an-
nounced that they had reached a 
settlement but were waiting for the 
Supreme Court to put the case on 
hold. The Court has yet to act on the 
petition contesting the judgment 
filed by Dow itself. Consequently 
Dow argues that the Supreme Court 
inaction immediately meant that 
a condition precedent for a poten-
tial settlement was not met and so 
there is no settlement. For their part 
lawyers for the plaintiffs also said no 
settlement had been reached. “The 
plaintiff class of businesses over-
charged by Dow’s price fixing is con-
fident that the jury’s verdict, which 
has been upheld by every federal 
judge to review it, will continue to 
be vindicated on appeal, the state-
ment said. The price-fixing lawsuit 
began in 2005 and was targeted at 
several companies, but Dow was 
the only defendant not to settle. It 
was found liable in February 2013 
by a federal jury in Kansas City, for 
$400m of damages. The sum later 
jumped to $1.2bn only to be reduced 
to $1.06bn, plus interest. Polyure-
thanes are used to make car seating, 
footwear, insulation and mattress 
foam, among other products. 

Wind Turbines a Defense Priority for Iran
“Iran, due to its excellent geographical posi-
tion, can benefit enormously from wind energy 
as a reliable source,” said Iraj Hersini, an official 
with the Renewable Energy Organization of 
Iran (SUNA). He added that tapping into wind 
energy would help Iran reduce the pressure 
on fossil fuels, as most of the country’s pow-
er generation plants operated on gas and pe-
troleum products. A prime candidate for wind 
farms is southeastern Sistan-Baluchestan, in 
addition to Azabaijan, Qazvin, Semnan and 
Khorasan. He explained that this is a strategic 

matter too, a form of passive defense since 
the wind parks would be scattered over a vast 
expanse of land. There are already more than 
200 wind turbines in Manjil alone, generating 
300m kwh, he said, adding that there are plans 
to purchase another 80 turbines this year. 
“Participation of big industries and the private 
sector in establishing wind farms can cut ener-
gy consumption in the industry sector, besides 
reducing costs, and protect the environment,” 
Hersini concluded.  

Ethiopia Plans to Add and Export Power with Help of Renewables
Projects generating 12,000 MW will be added 
through the second Growth and Transforma-
tion Plan (GTP 2), announced Azeb Asnake, 
Chief Executive of state-run Ethiopian Electric 
Power, in statements made to Reuters. “For 
this ambitious plan, the idea is to finance at 
least 50% by our own coffers, by the Ethiopian 
government, and the rest from different sourc-
es,” she said, such as “grants, soft loans and 
commercial loans from foreign banks, govern-
ments and the like,” adding that the total cost 
could reach $25bn. Such projects, which will 

be carried in the period between 2015-2020, 
will include mega dams supplying up to 2,000 
megawatts each, as well as solar, wind and ge-
othermal projects, according to official docu-
ments obtained by Reuters. Azeb also said that 
her country has “sufficient resources to power 
a very large part of Africa.” Ethiopia already 
supplies power to Sudan, Kenya and Djibou-
ti, has signed memorandums of understand-
ing with South Sudan, Tanzania and Rwanda. 
There are even plans for an underwater power 
link with Yemen.
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On 6 May 2015, Shell companies around the 
world celebrated the safety day, and so did 
Shell companies in Egypt. The event was 
well-received by the employees and gener-
ated very positive feedback.  
Under the motto “Achieving Goal Zero. Be-
cause We Care,” the communications and 
safety day was split into two; the first part 
covered the business and safety updates 
from the different Shell companies in Egypt; 
Shell Egypt N.V., Badr Eldin Petroleum Com-
pany BAPETCo (the joint-venture company 
between Shell and the Egyptian General 
Petroleum Corporation, EGPC), and Shell 
Lubricants Egypt. The day also included road 
safety and security presentation, as well as a 
demonstration of the dangers of distracted 
driving. 
“We chose Road Safety as the theme for this 
year as it is a risk that all our employees and 
their dependents live with every day and it is 

the biggest single source of fatalities in the 
Shell Group. According to the Egyptian Road 
Traffic Authority, in 2014 Egypt was ranked 
amongst the top ten countries for fatalities 
per kilometre driven with deaths from road 
accidents averaging nearly 40, and over 100 
injuries per day. It is imperative for our em-
ployees to be aware of the importance of 
road safety, consider the risks involved, and 
take steps to avoid them”, said Aidan Mur-
phy, VP Egypt, Chairman and Managing Di-
rector, Shell Egypt N.V. 
Abdul Majid Al-Houri, HSE Manager, Shell 
Egypt N.V. stressed by saying that “Egypt’s 
road traffic-related deaths and injuries are 
unacceptably high – Egypt rates as 30 times 
higher in comparison with the international 
fatality rates against each 100 kilometres on 
the road. Goal Zero is achievable if every one 
of us intervenes when observing an unsafe 
act or condition and demonstrates care for 

each other.” 
“To date, Shell Egypt N.V achieved 750 Goal 
Zero Days without lost time injury incident, 
while our joint-venture, Badr Eldin Petrole-
um Company (BAPETCo) achieved 1,173 Goal 
Zero Days without fatality incidents. In ad-
dition, the Assil Karam Project – which was 
ranked top winner for excellence in project 
delivery at the UI Impact Awards 2014, a 
Shell International award, achieved an ex-
cellent safety record reaching 5.5 million 
hours free from any Lost Time Injury (LTI) 
incidents.”  Murphy added.
The day also constituted of team building 
activities, with each activity capitalising on a 
key value/attribute such as trusting a leader, 
delegation, integrity, and process manage-
ment. 
“Inviting all staff for an away day and team 
building event is sometimes seen as luxury, 

and others may consider it a waste of time 
and money.  However, I actually see that 
taking the staff out of their usual environ-
ment can benefit the organization through 
strengthening team dynamics and boosting 
employee engagement.  Engaged employ-
ees feel connected with the organization’s 
values and that their contribution is valued, 
which in turn encourages people to demon-
strate effort, commitment and passion,” 
said Nerine Elwy, Communications Manag-
er, Shell Egypt N.V.
“To me, combining the annual communica-
tion day with the Shell Safety Day this year 
achieved this target and I am happy to see 
all the staff ending the day with a big smile 
on their faces. Thanks to my communica-
tions team for making this event such a suc-
cess!” Elwy concluded. 

SHELL COMPANIES IN EGYPT 
CELEBRATE SAFETY DAY
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Boom to bust – the familiar cycle for 
the commodity business of oil and 
gas – is once again rearing its head. Oil 
prices have declined over 50% within 
the last several months. Natural gas 
prices are following suit, with excess 
supply in the market. How low will 
prices go? How long will the price de-
cline last? These are the burning ques-
tions of the day. But industry experts 
know that to provide products for the 
future, the planning and investment 
must continue today. Throughout the 
value chain, oil and gas projects take 
years to develop, and price fluctua-
tions are all a part of the process. 
The energy industry requires long 
lead-time for new projects, and even 
though the current global economy 
is struggling, the world’s population 
continues to grow. With this growth, 
energy demand will increase. Weighing 
the risk versus benefit of new projects, 
new products and how much capital to 

invest, oil and gas companies also have 
to consider regulatory, safety and en-
vironmental concerns. Balancing the 
need to supply the world with hydro-
carbons, companies are also looking 
at investments in alternative energy 
sources, including unconventional 
sources, biofuels, renewable energy 
sources, and ways to improve energy 
efficiency.
Industry Impact of Oil Prices
The toll of the oil price is already visi-
ble and will continue to grow
• Discretionary spending is being 

cut, rigs stacked, utilization is 
falling, and there are signs of dis-
tress- particularly in small E&P 
companies.

• Financial warning signs from 
companies with exposure – divi-
dend suspension/profit warnings.

• Covenant breaches and early 
stages of restructuring.

• Bonds trading down in secondary 

markets.
• Reserve Based lending market 

contracting.
• Operators are pulling traditional 

levers in response to low oil price: 
headcount reduction, reduced 
use of contractors and reduced 
capex levels; renegotiating OFS 
rates; deferring investments and 
in some cases abandoning major 
project investments.

• Limited consolidation in the sec-
tor with valuations being chal-
lenged but a major wave of M&A 
imminent.

• Sector will need to be wary of los-
ing core capabilities with down-
turn.

• Significant decrease in capex com-
mitments announced by multiple 
players.

• Middle Eastern governments will 
have their fiscal break even price 
challenged with subsequent im-

plications for geopolitical insta-
bility.

• OFS sector focusing mainly on 
headcount reduction.

In oil fields’ services (OFS), a spread 
from front-end explorer-developers 
gradually trickling down more wide-
ly via major projects.
• Opex and discretionary capex will 

be cut first; development projects 
could be next at risk.

• Some protection right now from 
contracted activity.

• In time other capex will be 
trimmed, project targets reset 
and larger companies affected.

• Merger and Acquisition (M&A) 
activity may be used to cut costs, 
both in E&P and in OFS.

In downstream, there are positive 
arguments being made for refining –
positive impact on funding could be 
seen, but not a fundamental impact.
There has been limited consolidation 

to date, but this may change.
• Low oil prices are impacting fi-

nancially distressed companies, 
particularly those with high gear-
ing.

• Volatility in crude prices is expect-
ed to curb deal making for a pe-
riod, as it is becoming more chal-
lenging for buyers and sellers to 
reach agreement on price.

• However, if prices remain low, 
pressure on oil companies’ reve-
nues will grow, forcing many to 
divest non core assets or accept 
bids, creating opportunities for 
financially stronger groups.

• Already a few major deals have 
been announced (see table) which 
are likely to be a precursor to sig-
nificant consolidation in the mar-
ket.

• Major M&A Deals in Oil & Gas Se-
lected Nov. 2014 – Jan. 2015.

Break Even Prices for Middle East Countries 2014 & 2015
US$/bbl

Many Middle Eastern governments will witness strained national budgets as break even price remains 
above current oil price

Target Buyer Deal Value Comments

Talisman Repsol US$8.3bn Announced in Dec. 2014. Successful purchase of dis-
tressed assets

Baker 
Hughes

Hallibur-
ton

US$38bn Announced in Nov. 2014. Creation of market leader

EDC Schlum-
berger

US$1.7bn In Jan. 2015 Schlum. invests in troubled Russian driller

SECTOR RESPONSE 
TO OIL PRICE DECLINE
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Comments
• Government budgets have grown due to public sector salaries and inflated levels of spend-

ing on welfare, subsidies and infrastructure investment in recent years.
• Many countries have break even price well above current price.
• Several states will have access to substantial sovereign wealth funds to mitigate any 

shortfalls.
• However, many governments will have to review spending and perhaps identify cutbacks.
• Given the dominant role of state in these economies, this could lead to a slowdown in 

some countries and fan political unrest.
• Citi recently predicted real expenditure in KSA would drop to US$241bn this year, down 

18% on 2014.
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This month’s “State of the Industry” feature 
note examines what may be missing from 
the headlines and recent frenzy of specu-
lation surrounding consolidation in the oil 
and gas sector. One aspect that has so far 
been overlooked is what this all means for 
state-owned national oil companies (NOCs). 
Despite all the excitement about large list-
ed companies getting larger, the NOCs still 
control the majority of the world’s oil and 
gas reserves and production. And if the in-
dustry is seeing the beginning of a flurry of 
mergers and acquisitions, these could serve 
to make the NOCs even larger. 

BASMA SAMRA
PwC Partner- Utility, Mining & Energy Leader

Governments will also gain from merger ma-
nia in other ways as well, as it may create an 
opportunity for them to obtain more tax rev-
enue. Lastly and not to be overlooked, govern-
ments retain the ability to help or hinder any 
such mergers and acquisitions transactions 
through regulatory approval. Ultimately while 
an increase in mergers and acquisitions activity 
will create larger international oil companies 
(IOCs), the benefits reaped by governments 
owing to increased transactions and NOC 
growth could be greater. 

DR. AHMED RASHWAN  
PwC Director- Head of Oil & Gas

The oil price and decision makers’ con-
fidence on where prices will go remains 
the key issue. Supply levels continue to be 
maintained in the Middle East and the US 
onshore revolution continues, but demand 
remains sluggish so it looks like we may 
continue to see lower prices than we have 
been used to for a while. That said, the oil 
price is sensitive to any tweak of confi-
dence and some commentators think we 
may be starting to see an upward swing. 

WAEL SAKR 
PwC Partner-Assurance Leader 

Effects of low oil prices will spread
First Impact:
Low-margin production or large capex commitments
• Early stage or exploration spending can be readily cut/deferred; high production gives 

shelter against low prices.
• Late-life assets with high fixed costs could become cash-negative, recognizing the as-

sociated decommissioning risk.
• Committed projects can be hard to stop even if development is no longer justified: cov-

enants may be breached.
• Stable companies will cut their sanction/planning oil prices from c.$100 to $75 or less.
• Companies will seek to renegotiate contracts, reduce rates and/or exit through M&A 

or decommissioning.
• Impact on OFS companies, rig owners, vessel owners & supply firms, from cuts in pric-

ing and volume

Mid Term Impact:
Projects yet to be sanctioned, mainstream producing fields
• Major economic developments at $120/bbl may no longer be viable; if possible spend-

ing is to be cut/deferred.
• Impact on rig owners with vessels coming off contract, pipelay, project management, 

shipyards etc.
• Further work will be done by all E&P companies to cut scope and margin in supply chain.
• Some larger scale M&A/consolidation may be expected at this point in all sectors.
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In Egypt’s Economic Development Conference, 
President Abdel Fattah al-Sisi gave a strong 
message to the international community: Egypt 
is back on track, stable and ready to receive in-
vestors. After four years of political turmoil, the 
government is making a vehement effort to re-
deem Egypt’s image on the international stage 
by introducing energy and fiscal reforms. In re-
cent months, the president has toured European 
countries, finalizing investment deals and rallied 
billions in aid from Gulf States. As the country 
stabilizes and the economy recuperates, the gov-
ernment is moving to create a safe and attractive 
investment climate for private and foreign inves-
tors.
Overview of Egypt´s Economic Challenges
The years following the 2011 uprising were 
plagued with political turmoil and characterized 
by slow economic recovery. The government’s 
mounting debt, energy crisis, lack of investment 
and foreign currency reserves, inflation, rising 
unemployment, and systemic shortcomings in 
public services—particularly the fields of educa-
tion and healthcare—led Sisi to launch a series 
of fiscal reforms to overcome the country’s eco-
nomic ailments.
A paramount challenge currently facing the gov-
ernment is the rise in the overall fiscal deficit, 
jumping to 12.8% of GDP in 2014/2015 from 9.8% 
in fiscal year 2010/11. In March 2015, the account 
deficit stood at $8.38bn from $543m a year prior. 
This in turn has led to an increase in the domestic 
and external government debt, making up 90.5% 
of GDP at the end of 2014, according to Fitch Rat-
ings. It is, however, important to note that based 
on 2015/2016’s approved budget draft deficit 
should decrease down to 9.9%.
Showing signs of sluggish growth, in 2013/2014 
Egypt’s GDP grew by 2.2%, compared to 7% be-
fore the 2011 uprising. Foreign investors pulled 
out of Egypt and showed skepticism about in-
vesting in a country strangled by a critical state 
of insecurity. As a result, household consumer 
expenditure in 2012 outstripped investment ex-
penditure, making up 58% of GDP, while the lat-
ter represented only 18%.
Low currency reserves and a fluctuating ex-
change rate are two more challenges jeopard-
izing a healthy investment cycle in Egypt. In 
2013/2014, average inflation rose to 10% and the 
Central Bank of Egypt fell short of covering three 
months’ worth of imports. In addition, Egypt´s 
central bank weakened the official exchange rate 
at the beginning of 2015 to help reduce black 
market trading. At 7.53 per dollar, authorities 
have managed to stabilize the pound by reducing 
black market trading. Reuters reports that vol-
umes for black market traders have fallen con-
siderably since the central bank’s move to limit 
their transactions, including a cap on the amount 

of dollars that could be deposited in banks.
The high unemployment rate remains a major 
concern among the Egyptian people and one of 
the government’s top priorities. Unemployment 
has peaked to 13% in the last year and poverty 
measurements also increased to 26.3% of the 
population, adding pressure into attracting fur-
ther investment and generating jobs.
Return of Foreign Investment Capital
Prior to the 2011 uprising, foreign direct invest-
ment was about $8bn annually; however, by the 
end of the fiscal year 2013/2014 it only reached 
$4.1bn. To lure investors back to Egypt, the Cen-
tral Bank of Egypt has made periodic payments to 
its biggest lenders, paying around $3bn to Qatar 
in the last years. The central bank is making con-
siderable efforts to decrease its external debt to 
$39.9bn from $46.1bn, lowering the government 
debt to 94% of the GDP by the end of 2014/2015.
In line with reviving the economy, the govern-
ment introduced two stimulus packages, with 
a total value of EGP 63.6bn, to address the fall 
of industrial output. The first package of EGP 
29.6bn, was put in place in July 2013 and focus-
es on infrastructure-related projects, such as 
strengthening electricity grids, the completion of 
17 road projects to link all governorates, the con-
struction of 50,000 residential units, reclaiming 
32,600 agricultural acres and purchasing 600 
buses for public transportation running on nat-
ural gas, reported Daily News Egypt. The second 
package of EGP 30bn consists of EGP 20bn of aid 
from the UAE, with the remaining 10bn allocat-
ed to financing the minimum income system and 
government’s social security programs.
The projects announced in the economic con-
ference in March led to a rebound in sectorial 
performance for different industries in the first 
quarter of 2014/2015. Construction and building 
increased by 9.9% and real estate increased by 
4.6%. The cost of the Suez Canal’s expansion is 
estimated at $4bn and is expected to double the 
canal´s revenue by 2023. Government officials 
also unveiled the plan to build an administrative 
capital northwest of the Gulf of Suez. The project 
is estimated at $45bn and will consist of foreign 
investment from major Gulf contractors. Both 
projects are a quick fix to the unemployment 
dilemma, since it will create thousands of tem-
porary jobs in the real estate and construction 
industries.
The manufacturing and tourism sectors contrib-
uted two thirds of economic growth. A study by 
the Egyptian Center for Economic Studies (ECES) 
claims the textile sector experienced the highest 
recovery between January and March 2015, as 
seen by the 16 points improvement in their inter-
national sales index. Private investment account-
ed for 76% of total investments.

According to the Central Bank of Egypt, foreign 
investment grew by 32% compared to the year 
before, while the country´s credit score has in-
creased. In light of these developments, made 
visible by the economic conference, Sisi has 
toured a number of European countries to fur-
ther the Ministry of Investment´s goal to attract 
$8bn in foreign direct investment in 2014/2015.
To pave the way for foreign investment, Sisi cre-
ated an economic reform program to create fis-
cal stability and growth that would build trust 
between Egypt and foreign investors. In July 2014, 
Sisi increased taxes on alcohol and tobacco and 
began to cut down on energy subsidies. Accord-
ing to the Egyptian Center for Economic Studies, 
these reforms have had a positive impact on the 
economy. Experts believe Egypt will double its 
economic growth from 2.2% in 2013/2014 to 4% 
in 2014/2015. The subsidy reform will serve to 
decrease the budget deficit from 12.8% to 11.3% 
of GDP. The GDP outlook for the next four years 
forecasts a growth to 5% and 6%.
Impact of Fiscal Reforms
The ECES forecasts an upturn in the economy as 
long as the government continues to introduce 
policies that increase and encourage investment, 
limit inflation, and control prices of goods and 
services. The government has revised investment 
legislation, trade policies, and improved the 
availability of credit. The policies implemented so 
far have made Egypt eligible for lending from the 
International Bank for Reconstruction and Devel-
opment (IBRD), which is responsible for projects 
worth billions of dollars.
The tax reform plan announced by government 
officials during the economic conference is prone 
to facilitate investment by reducing the highest 
tax bracket on company and individual earnings 
of more than EGP 1m ($131,062) a year to 22.5% 
from 25% for 10 years.
Exchange rate flexibility is another fiscal reform 
introduced by Sisi’s government. By providing 
a more flexible exchange rate, writes ECES, the 
government strengthens competitiveness, at-
tracts foreign investment, increases tourism, and 
supports exports of new industries. This move 
creates sustainable economic growth and im-
proves the standard of living. Starting in 2015, 
inflation decelerated to 9.7% in January 2015, in 
part due to low oil prices, but reaccelerated in 
February and March 2015 due to the depreciation 
of the pound by 1.6% at the beginning of the year.
The International Monetary Fund (IMF) stated 
that “Egyptian authorities [are] well aware of the 
urgent need for structural reforms, and current 
plans to issue a revised investment law go in the 
right direction.” Last March, the Egyptian cabi-
net approved an investment law that provides 
investors with certain guarantees in deals signed 
with governments, and facilitates funding of la-

bor-intensive projects. The law eases bureaucrat-
ic stalemates and protects business deals from 
legal disputes and changes in government. 
Finally, the ECES expects a better investment cli-
mate arising from the government’s decision to 
lift the capital gains tax for two years, which will 
reflect positively on the stock market. 
Future Prospects
The IMF projected a 3.8% growth in GDP in 
2014/2015 and for that figure to reach 5% in 
upcoming years. The investment climate ex-
perienced a complete overhaul from the years 
following the 2011 uprising. Institutions like the 
IMF are commending government efforts to nar-
row down the budget deficit by introducing fuel 
subsidy reforms— which amounted to one-third 
of the government’s current budget—and tax 
reforms. “Government efforts to cut the budget 
deficit and spur economic growth were now 
bearing fruit, though more needed to be done,” 
argued the IMF. Furthermore, Egypt and the IMF 
are currently discussing the implementation of 
a value-added tax (VAT), which would generate 
more than $4bn per year in revenues.
In an interview with Reuters, investment minister 
Ashraf Salman said the ministry hopes to bring in 
$18bn a year by 2018. In addition, the forecasted 
value of Egyptian GNP in 2020 is $334bn, and the 
forecasted total Egyptian imports and exports 
are of $33.2bn and $29.2bn dollars respectively.
Guaranteeing a safe and attractive investment 
climate is particularly important in the energy 
sector. President Abdel Fattah al-Sisi has signed 
a number of deals, such as BP’s West Nile Delta, 
and a $500m loan agreement with the World 
Bank to support a national natural gas project 
for 1.5m households. Gas pricing has also been 
adjusted to reflect the high cost and high-risk 
environment in the oil and gas sector, a decision 
showing government willingness to build back 
the trust with investors.
The oil and gas industry is a strong force guiding 
foreign and private investment. If Egypt wants 
to maintain close ties with IOCs and attract new 
investors to develop its vast oil and gas reserves, 
the economy must show holistic signs of growth 
and stability. For the oil industry to succeed, all 
of Egypt’s main industries must prosper from 
legislation that puts them back on their feet. 
Egypt´s rising energy demand requires a healthy 
investment climate, and in light of the most re-
cent developments, government officials recog-
nize the necessity for immediate action.  A new 
investment law, which seeks to reform the sti-
fling bureaucracy and red tape that characterize 
investment in Egypt, is one of many steps in this 
direction. There is still much work to be done, but 
expectations for the country’s quick economic 
rebound are high.

REPAVING THE WAY FOR ECONOMIC GROWTH: 

INVESTMENT CLIMATE IN EGYPT
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Fexpipe Systems products are widely used 
in the oil and gas industry for applications 
such as oil gathering, gas gathering, water 
transfer and gas distribution. These prod-
ucts offer a host of advantages compared 
to traditional steel pipe, including immunity 
to corrosion, speed of installation and cost 
effectiveness.
As the industry requires pipelines with larg-
er internal diameters, multiple 4” Flexpipe 
Systems products installed in parallel pres-
ent a very attractive solution for higher flow 
rate applications.
Flexpipe Systems linepipe allows for the 
installation of multiple lines in the same 
trench.  These flexible composite products 
can be installed using either open trench or 
plowing techniques. The pictures below are 
from successful installations of multiple 
lines in one trench for large independent op-
erators.

Flexipipe linepipe has been used reliably 
for a number of multiline projects where it 
was plowed into the same trench with lines 
only a few inches apart. There is no techni-
cal cap to the number of pipelines that can 
be installed in the same trench, however the 
width of the trench may be a limiting factor. 
While the minimum spacing between pipe-
lines is up to the customer, Flexpipe Systems 
recommends maintaining a minimum of 4” 

between Flexpipe linepipe pipelines in the 
same trench.

Advantages of Tandem 4” Flexpipe Lines:
Flow characteristics for two 4” Flexpipe 
lines are comparable to a single 6” steel line.
• The graphs below compare twin 4” Fl-

expipe lines with a single 6” steel line 
for both gas and water applications. 
For the same pressure drop, the twin 
4” lines have a slightly lower flow rate 
compared to a single 6” steel line.

• Over time, and as early as 12 months 
after the start of operations, the flow 
rate for a single 6”  steel line drops due 
to higher friction losses caused by in-
creased surface roughness whereas the 
flow rate for Flexpipe linepipe remains 
constant throughout.

Tandem pipeline systems can provide 
more flexibility for operations.
• They provide the ability to isolate one 

line for tie-ins, pigging or other mainte-
nance without interrupting production.

• They also allow the customer to adapt 
to changing operational requirements 
by converting one line to a different use, 
as required.

Two Flexpipe lines can be plowed simul-
taneously for reduced installation costs.
• Twin 4” lines can be plowed in one pass 

so there is no added time or cost for two 
lines.

• They can be trenched up to 50% faster 
than a 6” steel pipeline.

• Two miles of 6” steel pipe will   have 264 
joints whereas twin 4” Flexpipe lines 
will have only eight joints resulting in 
significantly less time spent on connec-
tions and no welding is needed.

Ease of handling.
• One segment of 6” Schedule 40 pipe 

weighs approximately 760 lbs (345 kg). 
Installers will require heavy equipment, 
such as side booms, and additional la-
bor on site to fit the pipe. Whereas the 
spooled 4” Flexpipe can be installed 
with less heavy equipment on site and a 
smaller right of way lessening the envi-
ronmental impact.

• In addition, as heavy machine and 

equipment use increases on the job site, 
so do the number of work zone hazards 
and risk for injury. Using Flexpipe will 
minimize those risks on site.

Reduced freight costs.
• The cost to ship Flexpipe linepipe is ap-

proximately one quarter of the cost to 
ship the same length of steel pipe.

In conclusion, Flexpipe Systems’ products 
offer advantages over traditional steel pipe, 
providing an attractive solution for many oil 
and gas operators. The twin 4” line solution 
provides reduced installation costs, compa-
rable flow rates and flexibility in operation 
with respect to a 6” steel line. Flexpipe Sys-
tems understands customer needs and con-
tinues to develop comprehensive solutions 
to meet those needs.

Gas Application Chart Water Application Chart

FLEXPIPE SYSTEMS: 
ADVANTAGES OF TWIN 4” LINES OVER 6” STEEL LINES
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According to the Cairo University’s Mining 
Studies and Research Center shale oil could 
add 4.6 billion barrels to Egypt’s production; 
shale gas could also contribute another 100tcf. 
Even the already oil-rich Arab Gulf states are 
sinking money and expertise into this new sec-
tor. Moving into shale may seem like a fore-
gone conclusion in the MENA region, not least 
in a net importing country like Egypt. Still, it 
is always wise to pause for thought if we are 
to make the best of our shale prospects, the 
current price environment notwithstanding.
Things are known by their opposites, goes 
an old Arabic saying. The factors for success 
become evident when you look at counterar-
guments, listing the practical problems that 
have so far faced shale production outside of 
the American birthplace of the fracking rev-
olution. Then and only then can oil prices be 
tackled.
Pitfalls and Prospects
In his BBC News article “Shale industry faces 

global reality check” energy expert Richard 
Anderson lists some of the critical problems 
with shale beyond America’s borders, namely 
geology, water, R&D and regulations:
Every drilling site has its own unique features, a 
given in the oil business, but this is doubly true 
when it comes to the unconventional tech-
niques used to unlock shale oil and gas. Exxon 
Mobil, Talisman and Marathon all pulled out 
of Poland last year, a country with ample shale 
gas reverses -estimated at 148tcf- after finding 
that their technology was inoperable there. 
As for water, note that 38% of the world’s 
shale resources are paradoxically located in 
arid areas, to cite the World Resources Insti-
tute (WRI). Another ironic factor is research 
and development. To quote Anderson “The 
US government ploughed millions of dollars 
into basic scientific research in the early 1980s, 
while the European Commission wants the 
industry itself to make these investments in 
R&D. This is by no means a given.” 

Concerning geology, the key issue here is not 
just the size of your shale formations but their 
maturity. The age can only be determined by 
more exploration. Nonetheless, the finds made 
so far in the Western Desert are promising, 
says Dr. Magdi Nasrallah, Professor and former 
founding Chair at the American University in 
Cairo’s Department of Petroleum and Energy 
Engineering. As for water, Mike Mason, Egypt’s 
Regional Operations Manager at Apache, re-
veals that fracturing was first developed in 
1947. (Horizontal drilling, which allows you to 
pinpoint shale concentrations on a huge scale, 
is a separate technology that dates from the 
1980s). Water management and conservation 
methods have long since been devised and put 
in place round the globe.
Fracturing, moreover, is not unique to shale 
but used with reservoirs characterized with 
porosity or permeability problems thanks to 
sandstone, limestone, dolomite, etc. Shale 
does involve more water thanks to multiphase 
fracking but it’s already a tried-and-tested 

technique here. Shale experts in Egypt will also 
tell you that they use aquifer water taken from 
the same area. This is deliberate so as not to 
introduce any unfamiliar chemicals into the 
formations that could react negatively with 
the shale. It’s also cheaper than transporting 
water to drill sites, adds Mason.
As for R&D, Dr. Nasrallah did echo some of An-
derson’s worries, arguing that it was unreason-
able to expect your foreign partner to solve all 
your technical problems for you. He explained 
that the more that you brought to the table, 
the better; and the better informed you were 
too when it came to negotiations. (This is a 
sentiment shared by many Egyptian petro-
leum and reservoir engineers I have spoken 
with). He also advised to make preparations 
beforehand over exhausting the new wells and 
the stability of the surrounding soil.
The bigger set of problems, however, are reg-
ulatory. Regulations concerning the environ-
ment (earth tremors, pollution and water con-
servation), the fiscal regime managing shale 

JOINING THE SHALE REVOLUTION: 
HURDLES ALONG EGYPT’S PATH
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investments, land-mineral property rights and 
the terms of concession agreements. Taking 
Poland as an example, one of the complica-
tions it faced was a “punitive tax regime and an 
insistence that foreign companies work with 
local partners” to cite Anderson, although 
these complaints have since been remedied. 
In the US, moreover, “homeowners usually 
own the minerals under their land,” while in 
Europe the state tends to be in charge, placing 
politicians under pressure from public opinion. 
Hence, the moratorium on fracking in Germa-
ny, the outright ban in France, and the protests 
in the UK, Romania and Bulgaria. 
We should not think that we are far away from 
these concerns just because the state owns all 
mineral wealth and is eager for shale. The dev-
il’s always in the details. 
Loopholes to Progress
An Egyptian petroleum expert, who requested 
to remain unnamed, explained that shale finds 
tend to be located in new layers connected to 
existing fields. Since these finds were made 
by accident and are technically in new zones, 
Egypt’s existing system states they aren’t ac-
counted for in original PSAs, demanding a new 
set of negotiations. 
Given that these finds also demand unconven-
tional extraction methods, the new agreement 
has to be of a new kind as well. Foreign inves-
tors argue instead that the new zones are still 
in the original area while they have the wells 
and infrastructure in place to exploit them. 
Nonetheless it is important to note that EGPC 
is finally looking into these legal wrangles. 
There are other problems over the horizon 
though. Article 18 (b) in the standard PSA 
format stipulates that “The Contractor shall 
be subject to the provisions of the Law No. 4 
of 1994 concerning the environment and its 
executive regulation as may be amended, as 

well as any laws or regulations that may be 
issued, concerning the protection of the envi-
ronment.” This component of the Stabilization 
Clause has never actually been invoked before 
but, then again, look what happened to Alge-
ria’s shale ambitions with the completely un-
expected environmental protests. 
Algeria is estimated to have the third largest 
shale gas reserves in the world, 707tcf accord-
ing to US Energy Information Administration. 
Nevertheless, Algeria’s first shale gas extrac-
tion project took place in a small town called 
Ain Salah. Once development began the town 
held protests against shale extraction on envi-
ronmental grounds, claiming that it was ruin-
ing their water supply, as a result all the future 
of shale in Algeria was put on hold indefinitely.
 Even US politicians have been struggling 
to keeping fracking legal. Here in Egypt all it 
would take here is an overly vocal NGO, a viral 
social media campaign (on the model of what 
happened to the Justice Minister in Egypt) or 
an Environment Minister with jittery nerves 
and things could grind to a halt in this already 
precariously balanced industry. 
Regulations, moreover, can dent the positive 
employment effects of shale indirectly by sti-
fling growth in attendant industries. Even if 
shale gas reserves are not large enough to war-
rant a petrochemical complex, manufacturing 
and textiles can still directly process gas into 
ethylene for their own purposes, as long-time 
Halliburton executive Vik Rao has argued.
The more value-added, the greater the jobs 
multiplier. Alas, to get a factory licensed in 
Egypt a committee has to be set up to look 
into the possible health and environmental 
effects, explains Dr. Ahmed M. Darwish, a 
civil society advocate, energy consultant and 
former Minister of State for Administration 
Development (2004-2011). This applies to the 

products themselves and the machines that 
make them, even if it is for a factory that just 
produces lampshades. As Mason reminds us, 
fracking states like Texas and North Dakota 
have the lowest unemployment rates in Amer-
ica.
Oil Prices and Shale
Government policy is also the key to tack-
ling the greatest challenge of all facing shale, 
namely, oil prices. According to Ahmed Farid 
Moaaz, Country Manager and Director for Sea 
Dragon Energy Inc., the break-even price per 
barrel of shale oil is between $40 and $60. 
If prices persisted at $45 or lower measures 
could be taken by host governments to trim 
service costs. 
Local experts are generally not worried about 
oil prices affecting operations in Egypt since 
they are still in their early stages, which meant 
a focus on recompletion wells instead of dig-
ging new exploration wells. There were other 
economic considerations that would encour-
age firms to stay, argues Ramy Magdy, a Sen-
ior Drilling Engineer at SUCO. The high Capex 
(capital costs) involved and the personnel 
you already have in place means you can’t up 
and leave at a moment’s notice. It would be 
like slamming on the breaks of a freight train 
at full speed. Prices or no prices fracking is a 
trending technology, like Electrical Submers-
ible Pumps (ESPs). Egypt’s future lies in such 
technologies, he said.
Shale, moreover, is a very misunderstood com-
modity. It has been said that the lifecycle of a 
shale oil well is one year, so even if prices don’t 
kill off the industry the Americans will be hun-
gry for Arab oil again soon enough. The one-
year lifespan is a reference to when production 
becomes uneconomical, not when the oil actu-
ally runs out since depletion refers to reservoir 
pressure. Artificial lift might become prohibi-

tively expensive but it all depends on geology, 
existing infrastructure and engineering and 
transportation costs. 
This is true for most reservoirs, experts will 
tell you. The thoroughly conventional Hugot-
on gas field was first drilled in 1917 and while 
output is far below the initial number it is still 
a very productive field. Pressure levels out with 
time giving you more limited but reliable pro-
duction rates. Dr. Nasrallah adds that no one 
actually knows how much shale oil or gas is 
down there to begin with. The more you pro-
duce the more accurate your ‘estimates’ of the 
quantity and so the lifecycle. Simply put shale 
oil is more speculative. Even if the fracking 
industry collapses shale oil will remain down 
there, waiting to be exploited at a later date.
The anonymous source also pointed out that 
observers mistakenly think that the oil price 
slump will kill off the shale sector, not real-
izing that most of the progress made in the 
US has actually been in shale gas, not oil. Gas 
does not have a global traded price like oil and 
so is thoroughly insulated from market vola-
tility. Most of the shale exploration going on 
in Egypt, moreover, is in gas, not oil. We must 
also remember that it was a combination of 
shale, renewables, coal, natural gas, fuel-ef-
ficient cars and good old-fashioned Alaskan 
crude that turned things around for America’s 
energy profile. 
Shale, then, is no miracle cure to your energy 
woes and should never come at the expense 
of other promising fields such as renewables, 
energy-efficiency, optimization, oil recovery, 
E&P, and deepwater exploration. Finally, shale 
itself needs a very specific environment if it is 
to grow and prosper, helping Egypt grow and 
prosper with it.
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Joseph A. Kéchichian, Senior Fellow at the King 
Faisal Center for Research and Islamic Studies, 
gave a timely lecture entitled “The Enduring 
Arab Gulf States: A Medium Term Perspective” 
at the American University in Cairo. 
The initial focus of his talk was Christopher 
Davidson’s After the Sheikhs: The Coming Col-
lapse of the Gulf Monarchies, predicting the 
ultimate demise of these royal families as he 
did in his previous book, published before the 
Arab Spring. Davidson explained how these 
monarchies weathered this latest storm, just 
as they have withstood Arab nationalism, so-
cialism, and republican coups. A flaw in Da-
vidson’s interpretation of the scene, can be 
viewed through his insistence that oil and reli-
gion explain how the gulf monarchies accom-
plished this feat, a set of answers that betrays 

a profound ignorance of the paradoxical na-
ture of oil economics and the dynamic nature 
of stability in the region.
Prop-ups and Backlogs
Gulf States are “distributors of wealth” as 
opposed to the more common “extractors” 
of wealth, says Kéchichian, and not just at 
home. They share their wealth with their less 
well-endowed neighbors, such as Oman and 
Bahrain and often use the GCC as a miniature 
version of NATO to settle disputes and put out 
regional fires, as seen in Yemen and previously 
in Bahrain.
What is not readily recognized is how unusual 
this is in the Arab setting. Even oil-rich coun-
tries like Iraq and Libya—under their original 
dictatorships—did not develop poorer regions 

through oil and gas projects. They insisted on 
keeping all the wealth in the center out of fear 
that such far-flung provinces would become 
pockets of resistance, to cite speakers at the 
Fourth Annual Conference of Arab Associa-
tion of Constitutional Law, held last May. 
Even researchers specializing in the Arab Spring 
have come to admit that the “size of the ruling 
coalition in rentier states is not determined by 
oil wealth per se, but by the countries’ experi-
ences in dealing with societal contestation be-
fore oil started to influence the reorganization 
of state institutions,” says Andreas Kaufmann 
of the International Relations and Security 
Network (ISN).
Rentierism here references how oil revenues 
are used to placate the masses—free educa-
tion, subsidies, guaranteed employment, pub-

lic services, tax breaks, etc. However, as Kéchi-
chian says, critics forget that local opposition 
groups are angry about this fact itself, arguing 
that too much money is spent on security and 
publicity stunts. The recent fracas surrounding 
FIFA, notwithstanding Qatar’s 2020 World Cup 
ambitions, actually makes perfect sense from 
an economic perspective, says James Dorsey, 
senior fellow at the S. Rajaratnam School of 
International Studies at Singapore’s Nanyang 
Technological University. 
After the Iraqi invasion of Kuwait Qataris con-
cluded that they could never protect them-
selves no matter how much they spent on 
defense, leading to the large American air-
base now located in the country. The money 
that originally went to US military contractors 
now goes to such diplomatic gestures, reveals 
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Dorsey. Such soft power moves actually bear 
tangible results and are eagerly greeted and 
lobbied for in the West.
In fact, oil can actually slow the path towards 
industrialization. This is known as the dread-
ed “Dutch Disease,” since strong currencies 
propped up by hydrocarbons choke off non-oil 
exports, while investments flow invariably to 
the guaranteed, easy profits proven by oil. This 
was a problem Holland suffered in the 1980s, 
thanks to the North Sea oil bonanza, a country 
that was already developed and democratic. 
Oil, like everything, is a double-edged sword. 
The benefits depend how the resource is used; 
if you are not cautious, it will use you. 
Regarding religion, religious reform has actu-
ally been on hold in the Gulf States thanks to 
the Islamist resurgence (1980s-90s) brought 
on by the Iranian revolution. In Saudi Arabia 
specifically it was Juhyman Al-Utaybi’s takeo-
ver of the Holy Mosque in Mecca in November 
1979 that cajoled the regime into a delicate 
balancing act with hardliners in the country, 
veering off its original modernization path.
Parting of Paths
Admittedly Kéchichian is not an economist 
himself, as he confessed during the lecture, 
but he downplayed the threat posed by the 
so-called shale revolution in America. Fracking 
was no doubt helping the United States at the 
moment, reducing the country’s dependency 
on imported oil, but shale oil is still a non-re-
newable fossil fuel. This is the biggest threat of 
all facing the Gulf states. 
The oil will eventually run out, possibly last-
ing for another 100 to 150 years, and in the 
meantime an alternative fuel may be discov-
ered. The good thing about oil though is that 
it gave you the ability to plan for the future. 
What worries Kéchichian are the unanswered 
questions: Who will preside over this energy 

transformation? Which future political elites 
will be drawn from younger generations? The 
choice facing the regimes in Kéchichian’s opin-
ion was clear: either reform or chaos on the Is-
lamic fundamentalist models of Iraq with ISIS 
or Egypt with the Muslim Brotherhood. 
The choice facing the regimes in Kéchichian’s 
opinion was clear: either reform or chaos on 
the Islamic fundamentalist models of Iraq with 
ISIS or Egypt with the Muslim Brotherhood. He 
advises that Gulf States take up some modi-
cum of parliamentary life, constitutionalism, 
and the rule of law, in line with the Saudi re-
structuring of the judiciary in 2007 to get cler-
ics out of legal matters. 
For what it is worth Kéchichian may actually 
be right. If you look at statements of promi-
nent Saudi figures they insist that oil will 
never, ever return to $100 a barrel. This looks 
like a rash judgment but perhaps they know 
something we do not. Bahrain has been pub-
licizing moves to redirect energy subsidies to 
ensure the genuinely needy get them, while 
pushing up the price of various domestic fuels. 
The UAE is rewriting its corporate and invest-
ment laws, even to the point of allowing total 
foreign ownership, supposedly in an effort to 
make itself more globally competitive. Gulf 
states are opening themselves up to foreign 
direct investment in infrastructure projects, 
traditionally a no-go area, with an uncharac-
teristic crackdown on corruption in the region 
and specifically in the petroleum sector.
It could be they are buckling under the unex-
pected decline in oil prices, or it could be they 
had backup plans in store all along and are 
taking advantage of the lull in prices to push 
through unpopular policies. The GCC is now 
seriously contemplating the long taboo policy 
of a Value Added Tax (VAT), and calling on the 
IMF for advice to help them carry this out. Sau-
di Arabia is introducing a land tax too and has 

been following the path of the smaller Gulf 
states in encouraging tech startups and SMEs 
(small and medium sized enterprises) to soak 
up cascading youth unemployment. 
Everyone in the Gulf is now heavily investing 
in research and innovation; with a particular 
focus on petrochemicals, petroleum coke, and 
plastics. They are also focusing on oil recovery 
techniques, renewable energy—both in terms 
of exporting technologies and attracting for-
eign investments into green energy—industrial 
free trade zones, and most recently, nuclear 
power (first in the UAE and now Saudi Arabia 
and with Russian help to boot).Where are they 
getting the money for all this? 
Apart from clever moves like getting foreign 
competitors to bid against each other over 
concession contracts—look at French Total in 
the UAE—it is safe to assume that Gulf States 
saved up enough during the oil price binge 
from 2003 to 2014. This was also the peri-
od that gave birth to the rival shale industry. 
Could Arab and American energy interests be 
drifting apart?
The historical Fault-lines Ahead
The US certainly wants to disentangle itself 
from the Middle East’s internal political an-
tagonisms. Note, as Kéchichian does, that 
Saudi policy diverges with American interests 
in Yemen. When asked about the Obama Ad-
ministration, Kéchichian said that given its 
long history of foreign policy failures, it could 
be that the US is sponsoring Iran’s growing 
empire in the hope of getting a deal out of Teh-
ran to give up on its atomic bomb ambitions, 
at least until his presidency comes to a close. 
After that, it is the next president’s problem. 
It could also be argued that the Gulf States are 
worried about the economic consequences of 
Iran coming back online, with all that stored 
up oil (in tankers) that could further depress 

prices if and when sanctions are lifted. To their 
credit, Iran is planning for a post-oil future it-
self, with the economy minister Ali Tayyeb-Nia 
warning of a “Dutch Disease” that could wipe 
away all the progress recently made in manu-
facturing. With Jordan signing its own nuclear 
power deal with Russia—shortly after Egypt—a 
peaceful applications race is already in the off-
ing, and as Kéchichian puts it, Iran’s scientists 
and engineers are not about to conveniently 
forget all their nuclear knowledge. Kéchichi-
an is not worried about Yemen either. His real 
worries are in places up north, such as Iraq. ISIS 
is the sworn enemy of the Gulf monarchies 
and he believes Iraq will end up dividing apart, 
with Syria and Lebanon soon to follow. 
Tribal solidarity has kept the Gulf Arabs to-
gether so far but there is nothing like nation-
alism to keep one united beyond religious dif-
ferences, at least according to the Egyptian 
and historical European model, explained 
Kéchichian. He has seen this firsthand living 
in Lebanon, a country that still does not have 
a president thanks to Hezbollah. The real key 
to the resilience of Arab monarchies is both 
how flexible and how “open” they are. Non-oil 
wealthy Jordan and Morocco weathered the 
Arab Spring because their kings made reforms 
early on. 
Arab tribal tradition also mandates that every 
tribesman have access to his sheikh, almost as 
a birthright. This may be beneath our demo-
cratic aspirations, done as it is in a very top-
down, paternalistic fashion, nonetheless it is a 
tradition that has persisted since the earliest 
days of Arab royalty—from the Umayyad dy-
nasty onwards. The trick is to balance tribal 
openness with nationalistic fervor, something 
that must be done skillfully in order to avoid 
the same destiny as that of the Umayyads.
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The Karam and Assil project is one of the most 
important gas treatment projects operated by 
Bapetco, as it produces about 150mcf of natu-
ral gas and 2000 b/d of condensate.  The project 
successfully was started on November 2014 and 
is located in the Western Desert, about 300 km 
west of Cairo.

The project’s investments have reached $400m, 
being executed in 2014-2015, and involving Enppi 
and Petrojet, the first for studies and the other 
for construction.  The construction aspect em-
ploys 1200 workers. 

The project includes the drilling of six gas wells 
in the Karam field on two phases, to produce 
natural gas from the Kharita formation at a 
depth of 4850 meters, with initial reservoir pres-
sure estimated at 7000 psi. An additional six 
wells have been drilled in the Assil field—which 
began production in 2011—with an average cost 
per well of $12m.

The project is divided into two phases, phase one 
includes drilling three wells (Karam-5, 6 and 7), 
which were completed and put into production 
in November 2014. The second phase includes 
drilling an additional three gas wells (Karam-8, 
9 and 10), planned to start in Q-4 of 2015.

Natural gas produced from the Karam field con-
tains 10% CO2, which needs to be removed prior 
to transporting gas to consumers. The presence 
of CO2 can cause corrosion in the facilities and 
pipelines, as CO2 has no heating value and can 
cause hydrate formation at low temperatures 
blocking pipelines, valves, and equipment in its 
liquid phase.

The CO2 removal plant (CRP) studies and engi-
neering designs began in 2011, while its construc-
tion commenced mid-2012. The project includes 
construction of two 12 inch gas pipelines, with a 
length of 27 km each. The purpose of the pipe-
lines is to transfer natural gas from wells to the 
CRP located in the BED-3 gas plant.

Typically natural gas at the CRP is treated with an 
amine solution. Once heated, the amine absorbs 
CO2 from natural gas, and impurities are filtered 
out of the gas through high pressure pumps in 
closed circulation to reduce CO2 to 1%. The gas 
is then routed to the BED-3 gas plant for further 
treatment, which includes gas dehydration us-

ing tri-ethylene glycol and the removal of heavy 
hydrocarbons from gas to control its dew point. 
The gas is then compressed and transported to 
Alexandria via a 24 inch gas pipeline.

The CRP is powered by local gas turbines and 
controlled through one of the most recent DCS 
systems, which monitor and control all wells 
and process parameters online. 

The project included constructing a new labo-
ratory for natural gas, condensates, and amine 
solution analysis, enabling operation staff to 
ensure the quality of the processes of the CRP.  

The second phase of the project includes trans-
ferring the control system of the Bed-3 gas plant 
to the CRP control room in an old system (Fox-
boro X-200). The shift will allow the operations 
team to control and monitor all the process 
parameters remotely from one central control 
room operating both the BED-3 gas plant and 
the CRP. The studies and concept selection pro-
cess of this phase is ongoing.  

Out of 140 projects, the Karam and Assil pro-
ject was chosen to be awarded by Shell as the 
company’s best project in 2014, due to its high 
performance during construction and highest 
added value. 

The proved reserves in the Assil and Karam fields 
are estimated at 0.6tcf; however, reserves are 
expected to increase to 0.8tcf after commence-
ment of Phase 2 drilling.

The cumulative production from the Assil and 
Karam projects since they began in November 
2014 until the end of May 2015 is estimated at 
30bcf and 340,000bbl of condensate, equiva-
lent to 6mboe.

The carrying capacity of the facilities at Nyag-1 
is being expanded to process 15,000 barrels of 
oil through the installation of furnaces and re-
placement of diesel power generators with gas 
powered ones. Moreover, by the end of this year 
the project’s foreign partner will drill a number 
of exploratory wells in the new concession area 
near Marsa Matrouh where 3-D seismic surveys 
have already been conducted. The results show 
the most appropriate locations for drilling wells. 
Investment estimated to be worth $512m will be 
spent over the coming financial year.

KARAM & ASSIL GAS TREATMENT PROJECT
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Egypt Rig Count per Area – June 2015
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Area Total Percentage of Total Rigs

Gulf of Suez 10 11 %

Mediterranean Sea 4 4 %

Western Desert 61 66 %

Sinai 11 12 %

Eastern Desert 4 4 %

Delta 3 3 %
Ganoub El Wadi 0 0 %

Total 93 100%

Oil Equivalent Gas Condensate Liquefied Gas
Barrel Barrel Barrel Barrel 

May-13 May-14 May-15 May-13 May-14 May-15 May-13 May-14 May-15 May-13 May-14 May-15

Med. Sea 21631071 16207679 13597500 1449001 884807 728855 399685 348671 265654

E.D. 2571213 2165736 2144959 61071 55536 20536 3229 2932 1431 7176 7314 4182

W.D. 8736332 9215806 10073771 6832679 7200893 7499464 1355446 1504837 1463818 646496 671625 689488

GOS 4358304 4474713 4255753 363393 429821 648036 64719 60647 73089 196422 227839 272917

Delta 70499 46065 40287 1606964 2165714 2031786 143299 193188 152059 96814 110316 114156

Sinai 2128982 2105554 2194438 1250 714 33262 30857 29464 84908 75007 65092

Upper Egypt 17869 10798 8082

Total 17883199 18018672 18717290 30496428 26059643 23798036 3048956 2677268 2448716 1431501 1440772 1411489

Rigs per Specification May 2015 - June 2015 Oil Production May 2013 - 2015

Condensates Production May 2013 - 2015
Rigs per Area May 2015 - June 2015

Equivalent Gas Production May 2013 - 2015

Liquefied Gas Production May 2013 - 2015
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ENERGY 
FUSION

TAQA Arabia is the largest private sector energy distribution company in Egypt with over 18 years of 
experience with a diversified sources of energy, investing and operating Energy infrastructure including gas 

transmission and distribution, power generation & distribution and marketing of petroleum products. 

www.taqa.com.eg
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