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Tethys initiates third-party audit of Oman oil finds
Source: RigZone, 27 January 2010

ethys Oil has contracted Gaffney, Cline & Associ

ates (GCA), anindependent international petroleum
consultancy, for the third party audit of the Farha South
and East Saiwan oil discoveriesmadein 2009 on Blocks
3and 4 onshore Oman. GCA will also act asengineering
advisor for Tethys on these future development
projects.

GCA will provide an independent third party resources
and reserves report according to standard of The Soci-
ety of Petroleum Engineer’ s Petroleum Resources Man-
agement System (SPE PRM S), a so adopted by WPC,
AAPG and SPEE. Thereport will cover the Farha South
structure on Block 3 and the East Saiwan structure on
Block 4.

The audit will be based on data availabl e after the ongo-
ing 3D seismic study over the East Saiwan structure has
been completed, which isexpected in early March.

“We are delighted to work with Gaffney Cline on our
Omani projects. Thetechnical support provided by GCA
is second to none in the industry, and a resource/re-
serve audit conducted by GCA will further the under-
standing and evaluation of these discoveries,” said
Magnus Nordin, Managing Director of TethysOil AB.

Tethys has a 50 percent interest in the licences covering
Blocks 3 and 4. Consolidated Contractors Energy Devel-
opment (Oman) Ltd holdsthe remaining 50 percent and
isoperator.

omanoil wins marine fuel bunker license
Source: Timesof Oman, 24 January 2010

man Oil Marketing Company (omanoil) wasre-

cently awarded amarinefuel bunker license by
Sohar Industrial Port Company (SIPC) for the establish-
ment of worldclass marine fuelling operationsin the Port
of Sohar.

The agreement was signed by Magbool Ali Sultan, Min-
ister of Commerce and Industry and Chairman of SIPC.
Thelicense was awarded by SIPC, the Port’ skey au-
thority, in partnership between Oman Oil Marketing
Company and Matrix Marine Holding to supply marine
fuelsof various gradesincluding; marinefuel oil, marine
gasoil and marinelubricantsto all local and interna-
tional vesselscalling the Port’ terminal s at the anchor-
agearea.

Eng. Omar Ahmed Qatan, CEO of omanoil said, “ Attain-
ing thisimperative bunkering licenseisaclear reflection

of our world-class reputation which hasdrawn alarge
number of industry giantsto partner with us. Asthe
flagship of the nation, we are proud of further solidify-
ing our partnership with SIPC, whichwill add anim-
mense degree of value to the Port’ s activities and strate-
gic advantages as they continue to expand their opera-
tions.”

omanoil views bunkering asacritical component of a
vessel’ s dynamic operations which requiresimportant
coordination between all partiesinvolved from the point
of ordering until completion of delivery at the Port.

In addition, the Company investsheavily in maintaining
safe working practices through sound HSSE practices
and well trained staff in all aspects of its operations,
with particular focus on safe fuelling to avoid oil marine
pollution.

BankMuscat, ORPC sign 77m-rial term loan
Source: Oman Tribune, 3 January 2010

ankMuscat, theleading financial servicesprovider

inthe Sultanate, recently signeda 77 millionrials
($200 million) term loan facility with Oman Refineries &
Petrochemicals Company (ORPC) to partly refinanceits
working capital needs. Thedual currency facility will be
availableeither in Omani rial or USdollar and hasama-
turity period of up to 25 months, according to a press
release.
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ORPC, awholly-owned government company, has two
refineriesat MinaAl Fahal and Sohar.

Theloan agreement was signed by BankMuscat Chief
Executive AbdulRazak Ali Issaand Masoud Al Msalmy,
GM, Corporate Support and acting CEO of ORPC. Issa
said the agreement was a significant milestonein the
long-standing relationship between BankMuscat and



ORPC. “BankMuscat isfocused on playing aprominent
rolein projectsthat are of national importance and this
association will further strengthen this approach.

The Bank isgrateful to the Government of Oman and
the management of ORPC for their confidenceinthe
bank” he said. The project and structured finance activ-
ity of the bank will continue to focus on major national
projects such as ORPC, he added.

Al Msalmy said ORPC was pleased to sign the term-

loan facility with BankMuscat.  Our businessrel ation-
ship has grown over the years and we look forward to
further mutually beneficial deals.”

Inlinewith the government’ s strategy for economic di-
versification and attracting private sector participation,
BankMuscat has taken the lead in financing most of the
Sultanate' sinfrastructure projects, therelease said. The
bank has been closely involved in privatisation projects
of the government aswell asmajor industrial projects, it
said.

Quantity of oil used at Oman Oil Refineries declines
Source: Oman Observer, 2 January 2010

he quantity of oil used at Oman Oil Refineriesand

Petrochemicals Company declined by 7.2 per cent
t0 29,822,300 barrel sduring thefirst ten months of the
year 2009, as compared to 32,149,300 barrelsduring the
same period in 2008. Statistics bulletin issued by the Na-
tional Economy Ministry pointed out that the produc-
tion of the company declined by 4.1 per cent by the end
of October 2009 to 29,962,100 barrelscompared to
31,241,000 barrels during the same period in 2008.

The productsincluded super and regular car petrol. Su-
per petrol production rose by 26 per cent to 3,743,300
barrels by the end of October 2009, as compared to
2,970,000 barrelsduring the same period in 2008. Pro-
duction of regular petrol declined by 25.6 per cent to
1,813,300 barrelsduring the first ten months of theyear

2009, as compared to 2,438,200 barrelsby the end of Oc-
tober in 2008. Production of aircraft fuel roseby 4.8 per
cent to 2,712,400 barrel s by the end of October 2009, as
compared to 2,588,200 barrel s during the corresponding
periodin 2008.

Production of diesel declined by 14.8 per cent to
5,763,800 barrels by the end of October 2009, ascom-
pared to 6,761,400 barrel s by the end of October 2008.
The bulletin said that production of petrol gas (Biotin)
fell by 3.8 per cent to 741,400 barrels by the end of Octo-
ber 2009, as compared to 770,500 barrelsby the end of
October 2008. Products of refinery wasterose by 5.7 per
cent to 16,160,700 barrels by the end of October 2009, as
compared to 15,289,400 barrel s during the same period
in2008.— ONA

Sultanate’s crude exports rise over 10%
Source: Oman Tribune, 26 December 2009

he Sultanate’ s crude exports rose by 10.9 per cent

t0 199.54 million barrelsduring thefirst 10 months
of 2009, against 180.4 million barrels during the same pe-
riod in 2008, said the monthly statistical bulleting pub-
lished by the National Economy Ministry.

The bulletin said the production of crude and conden-
sates stood also rose by 6.9 per cent to 245.44 million
barrelsin theend of October 2009, against 229.664,7 mil-
lion barrelsduring the same period in 2008.

The average daily production rose 7.2 per cent to touch
at 807,400 barrels by the end of October 2009 against
753,000 barrel sduring the same period in 2008.

But the average price of Oman oil decreased by 48.6 per
cent during thefirst ten months of 2009 to $50.83 per

barrel, against $104.80 per barrel during the same period
in 2008, added the bulletin.

Chinatopped the countriesimporting Omani oil asitim-
ported 65.25 million barrelsduring thefirst eight months
of 2009, despite a26.3 per cent fall initsimports.

Thailand came second asit imported 28.49 million bar-
relsby the end of October 2009, against 21.142,5 million
barrels, constituting a 34.7 per cent rise. Japan came
third asitsimportsrose by 14.4 per cent to 27.77 million
barrels.

The Sultanate’ s production of natural gasrose by 0.8
per cent to 906.29 million Cubic Feet (M CF) during the
first ten months of 2009. Gas consumption rose 0.6 per
cent to 905.405 M CF by the end of October 20009.

OGWA 2010 Market Report 5



PDO awards gas compression EPC contract
Source: Oman Observer, 21 December 2009

roleum Devel opment Oman (PDO) announcesthat
it has awarded an engineering, construction and
procurement (EPC) contract for the Saih Nihaydagas
compression project to South Korea' s GS Engineering
and Construction. The award also includes the de-
bottlenecking of the Saih Nihayda gas processing plant.

“Thisisan important project which aimsto ensure that
the Saih Nihaydafield produces gas at an optimum level
for amaximum amount of time,” commented Deputy
Managing Director Abdullaa Lamki.

The Saih Nihaydafieldin Central Oman has been pro-
ducing gassinceit was commissioned in early 2005. Gas
fromthefield istreated at the Saih Nihayda Processing
Plant from whereit entersthe government gasgrid.

Based on current demand patterns, reservoir pressureis
expected to start declining within the next six years. The
installation of the new compression facilitieswill enable
PDO to maintain pressurefor several years. The de-
bottlenecking of the processing plant will increase ca-
pacity from the current level of 20 million cubic metresa
day (m3/day) to 25mn m3/day.

Front-end engineering and design (FEED) for the Saih
Nihayda compression and de-bottlenecking project was
undertaken by PDO'sFEED Office. Thisisthefirst PDO
project designed internally by the FEED Office. The
award follows acompetitive bidding processin which
seven international companies participated. PDO pro-
duces gas on behalf of the Government of Oman which
ownsall thegasin PDO’s concession area.

National Gas partners with LPP Combustion
for new technology
Source: Oman Observer, 8 December 2009

ational Gas Company SAOG recently hosted the

L PP teamin the Sultanate. L PP Combustion, a
Maryland US-based company, has developed a new
technology called L ean Premixed Prevaporised (L PP)
combustion. This technology converts a variety of lig-
uid fuels such as naphtha, kerosene, diesel, biodiesel
and ethanol into asynthetic natural gas. ThisLPP Gas
can then be burned with very low emissions (lower or
equal to Natural Gas) in virtually any combustion device
in place of natural gas, providing users with substantial
fud flexibility.

A dry oil emissionsgasturbine utilising L PP Technol-
ogy to burn biofuels creates alow emissions power
plant with no net greenhouse gas emissions, resulting
in the cleanest use of renewable fuels. LPP Combustion
recently received its second US patent for technology
that converts liquid fuels into a synthetic natural gas.

The LPP Combustion skid is aself-contained hardware
that can be easily located near an existing natural gas-
fired turbine. The skid receivesaliquid fuel supply from
existing storage tanks and transformsthefuel into L PP
gas, which isthen connected into the existing natural
gas supply piping for the combustion turbine.

The hardware skid consists of aunique fuel vaporiser
designed and developed by L PP, and conventional com-
pressors, heat exchangers, piping, valves, control hard-
ware, and passive air separation membranesreadily
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availableinthe marketplace. Leo Eskin, Chief Technical
Officer, said that L PP has been successfully provenin
USand has potential to meet the growing and flexible
energy demand of thisregion.

The LPP technology has been tested on a variety of
burnersincluding commercial turbine hardware. Tests
have been completed in a combustor at typical gastur-
bine temperatures and pressures using atest rig at a tur-
bine manufacturer. The technology has proven viable,
allowing stable operation under avariety of conditions
while producing emissions on the same order as natural
gas.

Testing has also demonstrated that switching from
natural gasto LPP gasis easily accomplished without
interrupting the normal operations. Thistechnology
provides the flexibility of being able to choose between
burning liquid fuel (LPP gas) or natural gas, depending
upon the price and availability of thetwo fuels, while
maintaining low pollutant emission levels.

When liquid fuel cost isless than natural gas, substan-
tial fuel cost savings can be realised. Through the use
of financia models, thelong term (multipleyear) cost
benefits derived from utilising the L PP system can be
projected. Goutam Sen, Chief Executive Officer, National
Gas Company SAOG said “the LPP Gaswill provide
much needed fuel options to the industries of the
Middle East and AsiaRegion.”



Major upgrade of OGC’s gas
transportation infrastructure underway

Source; Oman Observer, 24 November 2009

ate-Owned Oman Gas Company (OGC), which oper
esaworld-scale natural gastransportation net-
work in the Sultanate, is planning sizableinvestmentsin
new infrastructure aimed at meeting the energy require-
ments of new consumersin key parts of the country.

At the same time, ongoing investmentsin new gas com-
pression stations, new pipelines and loop lines, ad-
vanced metering facilities, and infrastructure upgrades
are helping support the development of amodern and
efficient gas delivery system that servesasavital life-
lineto the nation’ s power, petrochemicals, industrial and
hydrocarbon sectors.

Key among the new investments proposed by OGC isa
pair of Gas Supply Stations (GSS) designed to support
the development of two new Independent Power
Projects (IPPs) inthe Batinah region. “Wearein the pro-
cess of undertaking the front-end engineering design
(Feed) of new gas supply stationsthat will deliver natu-
ral gasto the proposed power projects at Barka (also
known asBarkalll), and Sohar (also referred to Sohar
I1),” said Abdulaziz Saeed a Mujaibi, General Manager
(Operations), OGC.

The Gas Supply Stationswill help ramp up supply toa
region that isfast shaping up asthe industrial power-
house of the Sultanate. Burgeoning energy demand
across the Sultanate, fuelled by large-scale investments
inindustrial, tourism and other economic projects, has
prompted the need for two power projects, each of
around 500MW of electricity generation capacity. While
Barkalll will comeup alongsidetheexisting Barkal and
Barkall power projects, Sohar |1 will be built adjacent to
theexisting Sohar | facility within the Port of Sohar.
OGC' sexisting pipeline network will feed gasto both
new consumers.

According to Al Mujaibi, the new Gas Supply Stations
at Barkaand Sohar will bethe latest additionsto an ex-
panding network of terminals that regulate the supply of
natural gasto major customers around the country.
OGC'svast gas transportation network currently boasts
atotal of 31 Gas Supply Stationswhich arecritical to en-
suring safe, efficient and uninterrupted gas suppliesto
consumers.

Sohar, theindustrial and petrochemicals hub of the Sul-
tanate, is aready served by astring of Gas Supply Sta-
tions. The main facility, located within theindustrial

port, supplies natural gas either as feedstock or fuel to a
number of major customers, notably the Sohar refinery
of Oman Refineries and Petrochemicals Company

(ORPC), AromaticsOman, Shadeed Iron & Steel, Oman
Methanol, Sohar Fertiliser project, Sohar Power Plant,
and the power island of Sohar Aluminium, among oth-
ers. Around 12-13 million standard cubic metres per day
(mmscm/d) of gas, representing around athird of OGC's
total gas offtake nationwide, is delivered to consumers
within the Sohar industrial port.

Sinceits establishment in 2005, the Sohar Gas Supply
Station has undergone a series of capacity upgrades to
cater to new industrial customers setting up shop within
theindustrial port. In the coming months, anew gas
stream will be added to the complex to meet the energy
requirementsof the $1.4 billioniron ore pelletising plant
of Brazilian mining giant Val e under construction at
Sohar.

Importantly, asignificant part of Sohar’ sgrowing en-
ergy reguirementsare met by suppliesfrom Qatar’s
North Field viatheintra-GCC Dol phin network, says Al
Mujaibi. “We supply around 5.6 mmscm/d of Dolphin
gasviaadedicated 32-inch linethat runsfrom Buraimi
to Sohar. The rest comes from domestic sources, and
produced primarily by Petroleum Development Oman
(PDO), Occidental of Oman, and PTTEP Oman. By 2015,
we hope to have two more producers— BP Oman and
BG Oman— pumping gasinto the domestic gas net-
work.”

To ensure the smooth flow of Dolphin gasto Sohar,
OGC hasinvested RO 25.7 millionin astate-of -the-art
gas compression station at Buraimi on the border with
the UAE. Natural gas supplied viathe Dol phin network
is compressed and pumped at high pressure al the way
to Sohar. Thethree-train compression facility was com-
missioned exactly ayear ago in November 2008.

Another major compression station is slated for com-
missioning later this month at Fahud, amajor gas pro-
duction centre that meets much of north Oman’s energy
requirements. The RO 41.8 millionfacility, featuring four
compressor trains, is OGC’ shiggest asset. Gas compres-
sion iskey to boosting the overall flow and pressure re-
gimes of the gas network, Al Mujaibi says.

Similarly, anew compression station isunder construc-
tionat Nimr in central Oman at acost of RO 31.7 million.
Thethree-train facility will help augment natural gas
suppliesto major consumersin Dhofar Governorate, no-
tably Salalah Methanol and the new Independent Power
and Water Project planned at Tagah.

OGC has also made significant investmentsin
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modernising the gas supply network to Salalah, aswell
as to customers en route. The company recently com-
pleted work on a252 km 32-inchloop linefrom Saih
Rawl to Mukhaizna. This project, involving an invest-
ment of around RO 68 million, will cater tothe gasre-
quirements of Oxy Mukhaizna, PDO Mukhaiznaand
consumers further downstream, the General Manager
(Operations) said.

Improvements are also under way elsewhere along
OGC' svast network. The company will shortly begin
commissioning anew 20-inch pipelinethat servesthe Al
Ghubrah Power and Desalination Project in Muscat
Governorate. OGC' sgastransportation infrastructure
has been growing at arapid pace in step with the grow-

ing demand for natural gas around the country. The
state-owned company, jointly owned by the Govern-
ment represented by the Ministry of Oil and Gas (80 per
cent) and Oman Oil Company (20 per cent), currently
serving power plants, industries, and other consumers
around the country.

OGC serves more than 31 customersthrough avast dis-
tribution network involving about 2,500 km of pipelines
and compressor stations spread all over the country. Set
up in 2000 as agas distribution company, OGC contin-
uesto live by itsvision to be an integrated commercially
oriented company, aswell asto develop and operate hy-
drocarbon facilitiesin Oman and become the gas techni-
cal referencefor al stakeholders.

ORPC’s Sohar Refinery gears for major turnaround in February
Source: Oman Observer, 23 November 2009

man Refineries& Petrochemicals Company LLC

(ORPC) ispreparing for amajor turnaround of its
Sohar Refinery in February in abid to enhance the tech-
nical reliability of thisworld-scale project. Theroughly
two-month turnaround, according to ORPC Chief Execu-
tive Officer Dr Adil bin Abdulaziz d Kindy, will alow for
theimplementation of anumber of initiatives designed
toimprove and optimisetherefinery’ soverall perfor-
mance.

“Thisisacomprehensive turnaround of Sohar Refinery
and itsfirst major shutdown since its commissioning
nearly four yearsago,” Dr Al Kindy said. “ A large hum-
ber of projectsof small to medium sizewill be executed
within the scope of this turnaround, which starts on
February 6, 2009 and continuesfor approximately 65
days. Theseinitiativesareaimed at improving thereli-
ability of the Sohar plant and optimising therefinery
processes.”

The$1.36 billion state-of-the-art refinery complex, which
commenced operationsin 2006, is designed to process
116,400 barrels per day of mixed crude, whichincludes
75,260 bpd of Long Residue. Output includesawide
range of refined petroleum products, including regular
and premium gasoline, kerosene, L PG, propylene, naph-
tha, low-sulphur gas il, fuel oil and granulated sulphur.
Whileafifth of its production is earmarked for domestic
distribution, the remainder is exported to international
markets.

The Sohar plant not only meets akey part of the
country’ s requirements of refined petroleum products,
but is aso being suitably configured to produce feed-
stock for anumber of petrochemicals processing
projectsin operation or under development in and
around theindustrial port. Significantly, the shutdown
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will not impact on availability of refined productswithin
the Sultanate, Dr Al Kindy stressed. “The supply of re-
fined products will not be an issue during the upcoming
turnaround of the Sohar Refinery.

Refineries are periodically shut down for routine mainte-
nance. Everything is planned with regardsto meeting
the needs of the domestic market in terms of refined
products. There is absolutely no concern on this front.
TheMinaAl Fahal refinery will be operational during
this period and will supply the needs of the domestic
market,” the CEO noted.

Asked about the status of proposed plans by ORPC to
further devel op the Sohar Refinery project, Dr Al Kindy
stated: “We are looking at expansion projectsrelating to
Sohar Refinery. Theissueis currently being reviewed

by the government authorities concerned and we are
awaiting adecisioninthisregard.” A proposed asphalt
plant will bean integral part of the Sohar Refinery ex-
pansion initiative, he added.

Importantly, the MinaAl Faha refinery will also bethe
focus of ORPC'’ s ongoing initiatives designed to en-
hanceitsoverall performance, the CEO said. “ Projects
will continueto be conceived in ORPC, some of them
aimed at optimising the plant and others aimed at add-
ing value. Value addition and optimisation initiativeswill
continue to be executed at both the Sohar and Mina al
Fahal locations.”

However, no further revamps are envisaged at the Mina
al Fahal refinery inthefuture, he pointed out. “ Thelast
major revamp was donein 2007 which took the process-
ing capacity of the refinery to 106,000 barrels per day.
Thisisthelast major revamp project ever planned for
thisrefinery whose capacity will remain at 106,000 bpd.



Other projectswill beaimed only at value addition,
optimisation and improving process efficiencies.”

ORPC was created in September 2007 out of the merger
of the Sohar and Mina Al Fahal refineries. The merger,

mandated by Royal Decree 99/2007, led to the establish-
ment of aworld-classrefining company with acombined
refining capacity of 222,000 bpd. Thetwo refineriesare
connected by adedicated 266-km pipeline extending
from MinaAl Fahal in Muscat to Sohar.

Sustaining Oman’s economic lifeblood is ongoing priority
Source: Oman Tribune, 17 November 2009

ydrocarbons continue to serve as the lifeblood of

Oman’ s domestic economy despite an ongoing and
increasingly successful diversification programme that
has resulted in massiveinvestment inflowsinto indus-
try, tourism, real estate and other economic sectors. En-
suring the continued health and well-being of thiskey
sector — which accounts for roughly 70 per cent of
government revenues— isacritical priority for the
Ministry of Oil and Gas.

Indeed, Oman’ s hydrocarbonsindustry has performed
relatively well despite the global economic crisisand the
downturnininternational crudeail prices. A 6.8 per cent
increasein crude oil production has bolstered Oman’s
total output during the first eight months of thisyear to
194.970 million barrels, as against an output of 182.498
million barrels during the corresponding period last

year.

Crude oil exports have climbed 10.1 per cent to 158.313
million barrels during this period, as against exports of
143.528 million barrel s during the same period last year.
The average price of Omani crude however slumped to
$50.18 per barrel thisyear, compared to the correspond-
ing average of $100.22 per barrel last year, afall of 49.9
per cent. Prices have since stabilised at around $70 per
barrel.

Reflecting confidencein Oman’ s hydrocarbonsindus-
try, oil production is projected to increase to between
850,000 and 900,000 barrels/day (b/d), maintaining a
year-on-year trend in output growth. Thisjump com-
pareswith acurrent output of around 805,000 b/d for
2009, entailing a6.5 per cent increase over the 2008 out-
put of 756,000 b/d, and a 13 per cent rise over the 2007
output of 710,000 b/d. Production during September
2009 hasaveraged around 840,000 b/d.

The upbesat hydrocarbon projectionsfor 2010 under-
score continuing successes by oil producersin ramping
up output. All producers have so far met or exceeded
their production targets, Dr Mohammed bin Hamad &
Rumhy, Minister of Oil and Gas, revealed recently. For
example, PDO isexpected to end the year at 555,000 b/d
(excluding condensate), Occidental of Oman (Oxy) at
around 140,000 b/d, and Dalegl Petroleum around 22,000
b/d, Dr Al Rumhy stated.

Petroleum Development Oman (PDO), the Sultanate’ s
principal oil and gas producer, is confident the gains of
previous years will be sustained. Releasing its annual
report for 2008 recently, the company announced atotal
hydrocarbon output — combining oil, natural gas and
condensate — in excess of one million barrels per day
of ail equivaent (boe/d) last year.

For thefirst time since 2000, PDO’ s output of hydrocar-
bon liquids, comprising crude oil and condensate, re-
corded ayear-on-year increase. Total production aver-
aged 633,000 barrel s per day (bpd) in 2008, compared
with 607,000 bpd in 2007. Crude oil output alone aver-
aged over 556,000 bpd, which waswell within PDO’ star-
get range of 540-560,000 bpd. Gas and condensate out-
put amounted to 467,000 boe/d in 2008. Total hydrocar-
bon output, combining crude oil, natural gas and con-
densate, surpassed 1 million boe/d for the third year
running.

Among the notabl e highlights of the year was asignifi-
cant increase in the production of condensate, avalu-
able hydrocarbon produced along with gas. In 2008
condensate output grew from 46,000 bpd to 77,000 bpd,
anincrease of morethan 50 per cent. Theincrease was
largely attributable to higher yieldsfrom the Kauther
GasPlant, which cameon stream in late 2007.

In April thisyear, PDO a so announced the successful
completion of thefirst phase of the Mabrouk field de-
velopment project. Oil began flowing through new facili-
tiesbuilt at thefield, barely 23 months after work started
in May 2007. Thefield development plan currently be-
ing implemented by PDO involvesthe construction of a
major new production station and associated gathering
system, the first phase of which has just been com-
pleted. Over the coming years, atotal of 76 new wells
will bedrilled at thefield.

The new facility can process 63,000 barrel s per day of
grossliquids (oil and water) and 2.5 million standard cu-
bic metres a day of gas. The second phase of the
Mabrouk project involvesthe installation of powerful
gas compressors capable of sending natural gas pro-
duced at the field to the Saih Rawl gas processing plant
whereit will enter the Government Gas System. Phasel |
isscheduled for completionin early 2010.
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Inasign that Oman’ srobust appeal to international oil
prospectors has not waned in the wake of the economic
turmoil, the government successfully concluded anum-
ber of Exploration and Production Sharing Agreements
(EPSAS) during the course of thisyear. The dealsare
seen asamajor triumph for the government’ s effortsto
bring ininternational playersto explore and develop the
country’s hydrocarbon resources. They also under-
score therobust international confidencein Oman’s
macro-economy and the policies of His Mgjesty the
Sultan’ s government, despite the downturn.

First off the block was Canada s Epsilon Energy Limited,
which won the concession to explore for oil and gasin
Block 55 in the Wustaregion of the Sultanate. The com-
pany however recently announced its decision to with-
draw from the EPSA citing funding constraints. Harvest
Natural Resourcesfollowed suitin April with thesign-
ing of a concession agreement for the exploration of gas
in Block 64, an area straddling the boundaries of the
Dakhiliyah and Wustaregions. Block 64 — also called
the Al Ghubar / Qarn Alam licence— isanewly created
concession carved out from PDO’s Block 6 concession.
The concession, spread over an area of 3,874 sq
kilometres, isdesignated for exploration and production
of non-associated gas and condensate.

Among the most prestigious of the EPSAs signed dur-
ing the year was a concession agreement with Malay-
sia-based international energy giant Petronasfor the ex-
ploration of gasin Block 63 in the west of the country.
Covering an areaof 3,709 sg kilometres, Block 63 (also
known as the Natih/West Raba concession) straddles
theboundariesof the Al Dahirah and Al Dakhiliyah re-
gions.

Not long thereafter, US-based international oil firm
PetroTel Inc won a concession to explore for hydrocar-
bonsin Block 17 inthe Musandam area of the Sultanate.
The Texas-based firm’ slocal subsidiary, PetroTel Oman
LLC, isthe operator of the 2,378 sq km block, anewly
created concession that lies partly onshore and partly
offshorein Musandam Governorate.

Morerecently, Indian energy giant Reliance joined
hands with the state-owned Oman Oil Company to com-
mencejoint exploration activitiestargeting the of fshore
Blocks 18 and 41 in the Seaof Oman. Under the arrange-
ment, Oman Oil Company agreed to take 30 per cent and
25 per cent stakesin Blocks 18 and 41 respectively, and
commencejoint exploration activitiesin the two blocks.
Both concessions were awarded to Reliance against Ex-
ploration and Production Sharing Agreementssigned
during the past year.

Further underscoring Oman’ s appeal to overseasinves-

tors, at least four other blocks are due to be given away
in anew round of licensing launched recently by the
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Ministry of Oil and Gas. Blocks40, 51, 36 and 38 repre-
sent amix of onshore and offshore acreage now avail-
ablefor exploration. The government is hopeful of
clinching dealswith regard to at |east some of these
blocks before the end of this year.

Meanwhile, gas demand continues to outstrip supply in
theface of Oman’ s growing requirementsfor energy as
fuel and feedstock. Gas production increased by a nomi-
nal 0.6 per cent to 717.769 million cubic feet (M CF) dur-
ing thefirst eight months of 2009, asagainst 713.420

M CF during the corresponding period of 2008.

Part of this burgeoning gas deficit is now being met fol-
lowing the commencement of suppliesfrom Qatar via
thegiant Dolphin network late last year. The Omani
government is also in discussion with neighbouring
Iran, which sits on top of prodigious natural gasre-
sources, with regard to the development of the giant
Kishfield as apotentially new source of gas.

With aview to ramping gas output in the face of soaring
demand, the government roped in British Gas (BG) in
April 2006 to explorefor gasin Abu-Butabul (Block 60),
a1,500 km areain the centre of Omanwhichishbelieved
to hold ‘tight’ gas reserves. Potential gas reserves are
estimated at 8 trillion cubic feet (TCF) in Block 60, which
isalso believed to hold other exploration prospects.

In February 2007, energy major BPwas awarded the
concession to appraise and devel op the Khazzan and
Makarem gasfieldsin Block 61 in central Oman. Suc-
cessful development of these ‘tight’ gas reservoirs
could open up around 30 trillion cubic feet (TCF) in po-
tential gasreserves. If proven to be rich and commer-
cialy developable, the fields could provide a potentially
vast supply of natural gas to feed the country’ s escal at-
ing appetite for energy and feedstock.

Gasexploration effortsby BG and BP haveyielded en-
couraging resultsthusfar. BG Group, which holdsa 100
per centinterest in Block 60, hasdrilled seven wellsand
tested gasin all of them. The Group isaiming to moveto
project sanction, and targeting commissioning of the fa-
cility towards the second half of 2012. Inthe adjoining
Block 61 concession, BP has so far drilled and tested
gasinfour wells, andiscurrently drilling itsfifth well.

Under an agreement concluded with the Ministry of Oil
and Gasearlier thisyear, BP haslaunched an Extended
Well Test (EWT) schemethat would allow for appraisal
gas from the four wellsto be fed to the government
owned gas processing plant at Saih Rawl. Also as part
of the EWT scheme, BP isbuilding a gas compression
station and associated facilities of atotal capacity of 75
million standard cubic feed per day (mmscfd). Gaspro-
duced during the extended well testing phase, rather
than being flared, will be pumped to Saih Rawl.



Qalhat LNG pacts a deal with Osaka Gas
Source: Oman Tribune, 16 November 2009

alhat LNG once again made history when took the

challengeto bethefirst ever foreign LNG com-
pany toinvest in power plant in Japan. Qalhat LNG has
recently pact adeal with Osaka Gas Corporation, the
prominent Japanese Gas utility company to own a10%
equity in Senboku Natural Gas Power Generation Co.,
Ltd., awholly-owned subsidiary of Osaka Gas respon-
sible for the management and operation of the recently
inaugurated Senboku Power Plant. Qalhat LNG currently
supplies LNG to Osaka Gas group through an existing
long-term contract.

The equity acquisition by Qalhat LNG follows Osaka
Gas shareacquisitionin Qalhat LNG through its subsid-
iary, OsakaGasAustralia, in June 2006. Through this
mutual ownership in the respective companies, itisin-
tended that the two companieswill strengthen their
business partnership, thereby promoting the friendly
ties between Oman and Japan. The determination to ex-
cel hasbeen alwaysahallmark for Qalhat LNG and the
company's vision envisages success and excellencein
all spheres by setting up high standards.

Sheikh Alfadhel bin Mohammed al Harthy, Undersecre-
tary of the Ministry of National Economy for Develop-
ment Affairs, Chairman of Qalhat LNG stated on thisoc-
casion "Qahat LNG has always been a source of pride
for the national economy with several remarkable
achievements sinceinception. Thefinancing strategies,
marketing innovations, international awards, and the
highest Omani sation rates within the Omani oil and Gas
sector areall remarkable achievementsthat thrill every

Omeani.

We are extremely delighted to have signed this agree-
ment that allow usfor thefirst timeto invest in the Japa-
nese power generating market, atotally new experience
for Qalhat LNG Thispartnershipisaclear indication of
the Sultanate's healthy economy. | would like to thank
all our partners and shareholdersfor their supportin
compl eting this historic partnership. Such joint ventures
will certainly strengthen the Omani and Japanese busi-
ness relations.

Harib a Kitani, President and CEO of Qahat LNG said:
"Qalhat LNG hasawaysdemonstrated excellencein al
its operations and this was proven by the outstanding
achievement throughout the years. These achievements
have been driven by long-term finance project manage-
ment and strategic planning that have resulted into new
revenue generating areas. The Company has always en-
joyed avery healthy cash position to the extent that
Qalhat LNG approved two loan prepaymentsin thelast
two financia years, whichisby all meansaremarkable
achievement considering the current globally difficult
economictimes."

Al Kitani added: " Signing this agreement of 10% acqui-
sition of Senboku Power Plant isyet aremarkable
achievement reflecting the company dedication to add
valueto the shareholders. Thisisahistoric moment
wherefor thefirst timein history an Omani Company
owns equity and investsin Japan power generation sec-
tor.

Sultanate’s oil exports in first eight months of 2009 up 10.1%
Source: Oman Observer, 7 November 2009

he Sultanate’' stotal exports of crude oil stood at

158.313 million barrelsduring thefirst eight months
of 2009, against 143.528 million barrelsduring the corre-
sponding period of 2008, constituting a10.1 per cent
rse.

The monthly statistical bulletin published by the Minis-
try of National economy showed that the Sultanate’ s to-
tal production of crude oil and condensates stood at
194.970 million barrels by theend of August 2009,
against 182.498 million barrels during the corresponding
period of 2008, constituting a 6.8 per cent rise.

The bulletin showed that the average price of Oman ail
per barrel fell by 49.9 per cent during thefirst eight
months of 2009 to $50.18 per barrel, against $100.22 per
barrel during the corresponding period of 2008.

Chinatopped the countriesimporting Omani oil asitim-

ported 52.16 million barrelsduring thefirst eight months
of 2009, against 69.81 million barrelsduring the corre-
sponding period of 2008, constituting a25.3 per cent,
decline.

Thailand came second, asit imported 22.3982 million
barrelsby the end of August 2009, against 18.18 million
barrels during the same period of 2008, constituting a
23.2 per cent rise. Japan camethird asit imported 20.29
million barrels, against 20.79 million barrelsduring the
corresponding period of 2008, constituting a2.4 per
cent, decline.

The sultanate’ s production of natural gasrose slightly
by 0.6 per cent to 717.769 million cubic feet (mcf) during
thefirst eight months of 2009, against 713.420 (mcf) dur-
ing the corresponding period of 2008. Gas consumption
rose by 0.6 per cent to 716.876 mcf by the end of August
2009 against 712.423 mcf during the same period of 2008.
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BG, BP gas exploration results encouraging, says Rumhy
Source: Oman Observer, 3November 2009

asexploration efforts by energy majors BG and BP,

targeting tight gasreservoirsin central Oman, have
yielded “encouraging results’, Oil and Gas Minister Dr
Mohammed bin Hamed al Rumhy said. Successful de-
velopment of the potentialy prolific, but technically
challenging reservairs, could significantly augment
natural gas suppliesfor Oman’ sgrowing industrial, pet-
rochemical and energy needs. In commentsto the Ob-
server, Dr Al Rumhy said he was heartened by efforts
made so far by BG and BP in harnessing the hydrocar-
bon potential of their respective blocks.

“1 am proud to inform that both companies are pursuing
their commitments under the Exploration and Production
Sharing Agreements (EPSAs) with encouraging re-
sults,” he noted. BG Group, which holdsa 100 per cent
interest in Block 60 containing the Abu Butabul gasand
condensate discovery, has drilled seven wells and
tested gasin all of them, said Dr Al Rumhy.

“The company is busy working on devising the most ef-
fective exploitation plan for the resources discovered in
thefield. Some of thewellsare under along-term pro-
duction test to assess the sustainability of both gas and
condensate production from the reservoirs. We will en-
ter into a serious discussion with them when they are
ready with the development plan,” he stated.

BG Group, which acquired the 1,500 sqg kilometre block
under an EPSA signed in April 2006, compl eted the 3D
seismic acquisition of the entire concession in early
2008. According to BG, gas condensate wasfoundin all
seven appraisa wellsdrilled by the company during
2008-2009. No further wellsare planned to bedrilled as
focus now shifts to finding optimum ways to develop
gasfromthefield.

The Group saysit isaiming to move to project sanction,
and targeting commissioning of the facility towardsthe
second half of 2012. In the adjoining Block 61 conces-
sion, energy giant BP has so far drilled four wellsand is
currently drillingitsfifthwell, Dr Al Rumhy said. “ Asin
the case with BG, gaswastested in al these wells,
which isencouraging newsfor all of us.

Theplanisfor thefirst few BP wellsto be produced via
apipelineto Saih Rawl Central Processing Station (SR-
CPP), whereby early monetisation of resourcesis
realised. Moreover, production through the SR-CPP will
also give BP some time to assess the reservoir perfor-
mance and come with along-term integrated resource
exploitation plan,” the Minister added. BP sBlock 61,
for whichit signed an EPSA in February 2007, holdsthe
very promising Khazzan & Makarem gasfields.

The company has announced a commitment to invest-
ing $650 million during theinitial six-year appraisal
phase of the project. At apressbriefing in July thisyear,
BP Oman General Manager Dr Jonathan Evans esti-
mated the block’ stotal gasresourceat 30-40trillion cu-
bic feet (TCF) of gasin place, which representing a po-
tentially huge natural gas resource for the Sultanate.

Under an agreement concluded with the Ministry of Oil
& Gasearlier thisyear, BP haslaunched an Extended
Well Test (EWT) schemethat would alow for appraisal
gas from the four wellsto be fed to the government
owned gas processing plant at Saih Rawl. Also as part
of the EWT scheme, BP isbuilding a gas compression
station and associated facilities of atotal capacity of 75
million standard cubic feet per day (mmscfd). Gas pro-
duced during the extended well testing phase, rather
than being flared, will be pumped to Saih Rawl.

Sultanate’s oil production set to rise

to 850,000 - 900,000 b/d in 2010: Rumhy
Source: Oman Observer, 2 November 2009

man’ s oil output is set to increase significantly dur-

ing 2010 on the back of the hydrocarbon sector’s
continuing healthy performance, according to Oil and
GasMinister Dr Mohammed bin Hamad al Rumhy (pic-
tured). Production is projected to increase to between
850,000 and 900,000 barrels/day (b/d), maintaining a
year-on-year trend in output growth. Thisjump com-
pareswith acurrent output of around 805,000 b/d for
2009, entailing a6.5 per cent increase over the 2008 out-
put of 756,000 b/d, and a 13 per cent rise over the 2007
output of 710,000 b/d.

“The hydrocarbon sector is healthy and looks very
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promising,” Dr Al Rumhy said. “ Asyou are aware, our
production rate has been increasing year-on-year. In
2009, we expect to average around 805,000 b/d com-
pared to that of 2007 and 2008 at 710,000 and 756,000 b/
d respectively. The production for September 2009 has
been around 840,000 b/d. For 2010 and beyond, we will
be doing between 850,000 to 900,000 b/d,” headded in
aninterview to the Observer.

The upbeat hydrocarbon projectionsfor 2010, Dr Al

Rumhy pointed out, further underscore continuing suc-
cesses by oil producersin ramping up output. “We are
fortunate that al producers have so far met or exceeded



their production targets. For example, PDO is expected
to end the year at 555,000 b/d (excluding condensate),
Oxy at around 140,000 b/d, and Daleel Petroleum around
22,000 b/d, which isvery encouraging for all of us.
There existsanumber of growth opportunitieswhich
will berealised inthe coming years,” he said.

Dr Al Rumhy aso emphasised Oman’ scontinuing in-
vestment appeal to international oil companies, with the
Ministry planning to shortly launch anew licensing
round for a number of hydrocarbon blocks. “1ndeed,
Oman has continued to attract foreign investors, de-
spitethe slow global market condition,” he said, attrib-
uting this appeal to the hedlthy state of the Sultanate’s
oil and gas sector and its prospects for growth in the fu-
ture.

“We have floated afew tendersin the middle of the
year, and we are in discussion with some of theinter-
ested companies, the results of which will be known be-
forethe end of the year. We are also in preparation for a
new bid round soon. We are confident that we will get
reputable companiesto work on them. Our doorsare
open for any size of companieswho are willing to be our
partners. Our processistransparent.” On the gas front,
Oman continuesto meet the demand of customers, Dr

Al Rumhy said, noting that gas availability iscurrently
well over 99.8 per cent. But he acknowledged “produc-
tion challenges’ in the continuing quest to boost gas
output. “We have to be smarter in the way we develop
our fields by selecting the right technology for the right
field,” he noted.

Commenting on the outlook for the gas sector, he said
the uptake of gas was projected to increase during end-
2009 and early 2010, following aperiod of lower demand
on account of the globa slowdown. “The gas sector,
likeail, ishealthy. However, unlike oil, thedemand for
gas by our customers, especialy the LNG buyers, was
lower in 2009 than that of 2008. For thisreason, we had
to reduce our gas production, mainly that of PDO, while
meeting al of our commitmentsto our customers. While
the global market is healing, some of our customers
have notified us of their willingness to take up the
make-up gas quantities|ater thisyear or early in 2010.”

Dr Al Rumhy also wel comed the progress made by BG
and BPin effortsto explorefor gasin their respective
blocksin central Oman. Asked about proposalsfor the
establishment of amajor refinery and petrochemical
complex at Dugm, Dr Al Rumhy voiced hopethat theini-
tiative would move ahead in the future.

Oman’s daily crude output up 6.8% in first eight months
Source: TimesofOman, 26 October 2009

man, thelargest Arab oil producer that isn't amem-

ber of the Opec, saw crude oil and condensate pro-
ductioninthefirst eight months of 2009 rise 6.8 per cent
to 802,300 barrelsaday.

The Sultanate saw the average price per barrel drop 50
per cent to $49.90 compared with ayear earlier, accord-
ing to a statistical report sent by e-mail yesterday by the
Ministry of National Economy.

Oman isboosting oil production at atime when Opec

members, which supply about 40 per cent of theworld's
crudeqil, continueto reinin output to stem falling
prices. Crudefor December delivery traded at $79.76 at
1:46 pm Singaporetime.

Natural gas production rose 0.6 per cent to 718 billion
cubic feet in the first eight months of the year, the report
said. Associated gas, produced alongside crude ail, fell
6.2 per cent to 140 billion cubic feet. Non-associated gas
rose 2.4 per cent to 577.8 billion.

Oman Oil, Reliance Industries join hands
Source; Oman Observer, 15 October 2009

man Oil Company Exploration and Production

(OOC EP) and Reliance Exploration and Production
DMCC, Dubai (REP DM CC) entered into anew phase of
co-operation with the signing of Farm Out and Joint Op-
erating Agreement yesterday. The agreement was
signed by Magbool bin Ali Sultan, Minister of Com-

merceand I ndustry, and Atul Chandra, Director of REP
DMCC. Maghbool isalso the Chairman of Oman Oil Com-
pany SAOC.

Under the agreement the OOC EP will have 30 per cent
and 25 per cent stakesin 18 and 41 blocks offshore
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Oman respectively and the two companieswill com-
mencejoint exploration activitiesin the blocks. Com-
menting over the agreement Magbool expressed happi-
ness and said: “1 am very excited about the prospect
OOC EPbeinginvolved in such alarge activity inthe
Seaof Oman.

“Reliance Exploration and Production are asolid partner
and | look forward to along and mutually rewarding re-
lationship in which wewill explore the hydrocarbon
treasuresthat lie below the waters of the Sea of Oman,”
he said. Atul Chandrasaid: “Itisavery good beginning
between OOC EPand REPDMCC. It will lead towards
greater co-operation between the two companies.

The support we have had from OOC EP gives me agreat
deal of confidence that we can take on the challenges of
offshore exploration operationsin Seaof Oman.” Oman
offshore Blocks 18 and 41, located in the Sea of Oman,
were awarded to Reliance Industries Limited on the ba-
sisof Exploration and Production Sharing Agreements
(EPSA) signed on March 12, and December 26 respec-
tively. Under theterms of the EPSA’s, OOC EP will have
future provision in both blocks to increase its participat-
ing interest up to 50 per cent.

The Joint Operating Agreement provides abasisto es-
tablish ajoint operating company to be managed by the

two companies upon acommercia discovery being es-
tablished in Block 18. Under theterms of the contract,
both companieswill co-devel op a programmeto cover
all aspects of Block 18 exploration and devel opment, in-
cluding sub-surface and surface studies and will closely
monitor the work undertaken by partner companies.

OOC EPisacommercial company, wholly owned by
Oman Oil Company SAOC. The company wasformedin
2009 to manage existing OOC upstream assets and fu-
ture investment opportunitiesin the hydrocarbon explo-
ration and production both inside and outside Oman.
Reliance Group is|Indiaslargest private sector enter-
prise, with businesses in energy, petrochemicals and the
meaterialsvalue chain.

Reliance IndustriesLimited (RIL), the group’ sflagship
company, listsamong the Global Fortune 500 compa-
nies. Dubai based 100 per cent subsidiary of RIL, REP
DMCC, isengaged in the business of exploration and
production of natural resources; primarily oil and gas
outsideIndia REP DMCC' s portfolio consistsof 14
blocks spread across Oman, Y emen, Kurdistan Region
of Irag, East Timor, Peru, Australiaand Colombia. In
Oman, REP DM CC ownstwo blocksin Sohar Basin,
namely Block 18 and Block 41. Both the blocksarelo-
cated offshore Batinah coast.

Oman Oil Company, IPIC sign MoU
Source: Oman Observer, 7 October 2009

man Oil Company (OOC) and the Internationa Pe-

troleum | nvestment Company (1PIC) of the United
Arab Emirates branch yesterday signed amemorandum
of understanding (MoU) to conduct a feasibility study
for the setting up of arefinery and a petrochemicals
complex at Al Dugm Port. The MoU was signed by
Ahmed a Wohaibi, CEO of OOC, and Khadem a
Qubais, IPIC’ sManaging Director.

The MoU will entail an in-depth assessment of both the
feasibility and implementation of the projects. The pro-
posed sitefor the project isin Al Dugm Port district.
Thefinal configuration will be based on detailed feasi-
bility and marketing studieswhich will be undertaken by
OOC and IPIC in conjunction with international consult-

ants.

Al Wahaibi said the signing of the MoU stemsfrom the
attention accorded by the government of His Majesty
Sultan Qaboosto establish heavy industries at Al Dugm
Port with added value and high technologies such as
petrochemicalsindustries. Al Wahaibi added that “the
construction of refineries and petrochemical facilitiesat
Al Dugmwill be of significance, not only to the OOC
and IPIC, but also the Sultanate’ s economy.”

Meanwhile, Al Qubais said, “We are delighted to have
the opportunity to participate in this project. We see
significant synergistic potential between the IPIC and
Oman Oil Company.” — ONA

OGC achieves new record for natural gas delivery
Source: Oman Observer, 6 October 2009

asvolumestransported by Oman Gas Company

SAOC (OGC), the country’ slargest natural gas
transporter, hit record highs at the end of summer, the
company announced here yesterday. A new peak flow
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record of 38.65 million standard cubic metres per day
(1,368 million standard cubic feet per day) of natural gas
was achieved by OGC towards the end of summer, the
company said.



“Thisrecord isthe highest recorded peak delivery of
natural gasin the history of the Sultanatein asingle
day,” OGC added in astatement.

Abdulaziz al Mujaibi, OGC's GM — Operations (pic-
tured), attributed the increase to the proliferation of
heavy industries|ike Oman Methanol Company, Sohar
Fertiliser (SIUCI), and the large power plants of Sohar
Aluminium and Sohar Power Company in the Sohar In-
dustrial Port Area, aswell as SMN BarkaPower Com-
pany in the Batinah region, in addition to oil operations.

Such an achievement isindeed in line with the overall
excellent gasavailability record maintained by OGC
throughout the year, Al Mujaibi said, noting that gas
availability has crossed the 99.996 per cent mark OGC
serves more than 31 customers through a vast distribu-
tion network involving about 2,500 km of pipelinesand

compressor stations spread all over the country.

Set up in 2000 as agas distribution company, OGC con-
tinuesto live by its vision to become aworld-class hy-
drocarbon infrastructure operator by building avalue
adding and safe business, manned by highly motivated
and competent Omanis. Itsgoal isto contribute to
Oman’ s economic progress by ensuring uninterrupted
and reliable supplies of natural gas to consumers
throughout the country.

OGC' sgastransportation infrastructure has been grow-
ing at arapid pacein step with the growing demand for
natural gas around the country. The state-owned com-
pany, jointly owned by the Government represented by
the Ministry of Oil and Gas (80 per cent) and Oman Oil
Company (20 per cent), currently serving power plants,
industries, and other consumers around the country.

Al Hassan wins Kauther gas subcontract
Source: Oman Observer, 14 September 2009

| Hassan Engineering Company SAOG (AHEC) has

been selected by Petrofac, the international oil and
gasfacilities service provider, to execute the construc-
tion contract for Petroleum Development Oman’ s (PDO)
Kauther gas-field depl etion-compression project. In July
2009, PDO awarded a contract with avaluein excess of
$350 million to Petrofac for the Kauther gas-field deple-
tion-compression project.

Petrofac will undertake the engineering, procurement
and construction (EPC) of the gas compression system,
and associated facilities at the Kauther gas plant, in ad-
dition to the commissioning and six months of initial op-
erations. Inturn, Petrofac has selected AHEC to execute
the Civil, Structural, Piping, Mechanical, Electricd, In-
strumentation, Telecom and HSE works.

“We are extremely happy to have successfully secured
the construction contract for the Kauther gas depletion
compression project,” Peter Hall, CEO of AHEC said.

“The Kauther Project builds on our significant reference
listinthe oil and gasfacilities sector. We have been as-
sociated with the Shams Gas and Condensate Develop-

ment Project carried out for PTTEP, which was adjudged
by Construction Week Dubai asthe best * Small Project
of theYear’ for 2007. Inajoint venturewith SNC
Lavalin, Canadawe have built the Saih Nihayda Gas
Treatment plant which was adjudged the Best Project in
2005 by PDO aswell as Oman’ s Best Project by Con-
struction Week.”

Commenting on the award, Jashir Singh, General Man-

ager of AHEC, said, “AHEC has been awarded thisjob
based on the excellent credentialsit hasin major indus-
tria projectsinvolving Civil, Mechanical, Electrical and
Instrumentation works.”

The Kauther order addsfurther to AHEC' shealthy cur-
rent order book which includesanumber of major
projects under various stages of construction: Al Seeb
Sewage Treatment Plant for Haya Water/Hyundai
Rotem, Nimr-C Full Field Water Injection Project for
PDO, Burhan West — Harmal Pipeline Project for PDO,
Salalah Methanol Project for GS Engineering & Con-
struction, Amal Power Plant Project for PDO and anum-
ber of other projectsin the Power sector in addition to
Civil worksfor a Sub-station for Siemensin Dubai.

Rising oil prices may contribute to 2009 budget surplus: Global
Source: Oman Observer, 8 September 2009

man’ s government may end up with acomfortable

surplus by the end of 2009 on the back of rising oil
prices, according to the Kuwait-based Global Invest-
ment House (GIH). With oil priceswell above the con-

servative budgeted price of $45 per barrel, the
Sultanate’ sfiscal position may no longer be under pres-
surethisyear, but on the contrary, islikely to even re-
port asurplus.
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“Oman has adopted an expansionary fiscal policy since
2003 aimed at diversifying the economy. Such apolicy
was supported by the ongoing increase in revenues
mainly from oil and gas. Expendituresweremainly fo-
cused on investment expenditures much more than cur-
rent expenditures. On a CAGR basisthis could be
shown over the period 2003-08 as both revenues and ex-
penditures grew by 18.8 per cent over the period. The
oil boom has helped total revenuesto increase signifi-
cantly from RO3.3 billionin 2003 to arecord level of
RO7.8 billion by theend of 2008,” Globa saidinitslat-
est analysis on the Omani economy.

Qil and natural gas sector surpluses generally play a
dominant rolein revamping thefiscal position of the
Sultanate’ seconomy. Net oil revenuesreported 17.9 per
cent growth, increasing from RO2.3 billionto RO5.3 hil -
lion over the period 2003-08. Gasrevenues also grew
59.9 per cent from RO87 million to RO 909.9 million by
theend of 2008.

“Itisimportant to note that increasing oil and gasrev-
enues supported the fiscal surplus which was used to
retire public debt year after year. Thus, theimproved fis-
cal position over the years has allowed the government
to reduce the public debt from 13.9 per cent of GDPin
2004 to 4.2 per cent by theend of 2008,” Global said. In
absol ute terms, public debt continued to decline signifi-
cantly over the past five yearsto report a CAGR of -7.5
per cent over the period. Public debt declined from
RO1.3hillionin 2004 to RO964.8 millionin 2008. Conse-
quently, debt service also retreated from RO447.7 million
in 2002 to RO354.3 million in 2008 reporting adeclining
CAGR of -5.7 per cent.

The new 2009 budget, says Global, was prepared in the
backdrop of the global financial crisis and recession
coupled with alarge declinein oil prices. “Bearing this
in mind, the government continued its expansionary fis-
cal policy aiming to support the economic growth. Thus
the new budget slightly reprioritised expenditure, but
without compromising on key projectsto remain within
the framework of the Seventh Five-Y ear Development
Plan (2006-2010).”

The new budget will generate adeficit of RO 810 million
as compared to RO 400 million of budgeted deficit last
year. “The Ministry of Financeisof theview that it is
important to counter the recessionary cycle through in-
creasing government expenditure on major development
projects aimed at diversifying the economy eveniif this
would result inadeficit. After al, favourable il prices
witnessed in recent years had allowed the government
to accumulate lots of surpluses that would assist in fi-
nancing any possible deficit, Global commented.

Total revenuesfor 2009 are estimated at RO 5.6 billion,
around 4 per cent up from RO 5.4 hillion estimated in
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2008 budget. Asusual, the mgjority of Omani estimated
revenues for 2009 were on account of oil and gasrev-
enues. Oil and gas revenues are projected to comprise
around 74.7 per cent of total 2009 revenues. Theoil rev-
enuesfor 2009 are estimated at RO 3.5 billion, adecline
of 2.4 per cent from RO 3.6 hillion estimated for 2008.
Such adeclineis due to major assumptionsfor the cur-
rent budget where oil production is set at 805,000 b/d
and the oil priceis set at the same budgeted level asfor
2008 at $45/b.

However, gas revenues are set to report 8.1 per cent of
growth for 2009 estimated at RO 670 million. Theex-
pected increase in gas revenues is based on two main
factors, namely; the commissioning of gasfields—
such as Kauther — after drilling and exploration cam-
paignsin addition to improved terms of contracts and
agreements. Asfor non-oil revenuesfor 2009, they are
estimated at RO 1.4 hillion, up 21.5 per cent from RO 1.2
billion budgeted for 2008. Despite the prospect of eco-
nomic slowdown, the estimated risein non-oil revenues
are attributed to expected increase in tax base and rev-
enues as well asfees and non tax revenues.

Tota expendituresfor 2009 were estimated at RO 6.4 bil-
lion, up 10.8 per cent from RO 5.8 billion estimated for
2008. The higher expenditure projected for 2009 was due
to 13.2 per cent increasein current expenditures coupled
with 2.9 per cent increase in investment expenditures.
Under current expenditures, the budgetsfor “civil minis-
tries” and “ defence and national security” represent the
largest shares of 53.5 per cent and 38.4 per cent respec-
tively. Both categories are estimated to report double
digit growth rates of 12.8 per cent and 13.6 per cent over
2008 budgeted levelsto stand at RO 2.1 billion and RO
1.5hillion respectively.

Asfor investment expenditures, they are estimated at
RO 1.91 billion as compared with RO 1.86 hillion bud-
geted for 2008. According to the official sources; “the
increased investment expenditure decided by the gov-
ernment isamatter of policy to continuewith key infra-
structure and development projects. This policy islong-
term driven and based on the future developmental re-
quirements of the country”.

Finally, the budgeted deficit would be financed through
drawing from government reservesat RO 710 million
and externa borrowing at RO 100 million. However,
given that the budget is based on a conservative ail
price assumption of $45/barrel, the Oman government
will most likely end up with acomfortable surplusin
2009. “ Thisisprimarily because oil priceshave started
to recover considerably in 2009, exceeding the conser-
vative budgeted price. Thus, in case oil prices sustain
current levels up to the end of the year, Oman’ sfiscal
position might not be under pressure, and might even
report asurplus,” Global stated.



Oman’s oil exports to Chinazoom 111% in July
Source: TheWeek, 29 August 2009

man’ s oil exportsincreased by 111 per centin July

over the previous month, making Oman thefourth
largest exporter of oil to China, according to figuresre-
leased by China sGeneral Administration for Customs.

The sultanate exported 1.63mn metric tonnes (mt) of ail
to Chinain July, asharp increase compared to the
773,053mt imported in June. Thisisa93 per centrisein
exportsto Chinaas compared to July 2008.

Xiao Wensheng, Head of China’s Economic and Com-
mercial Officein Oman, told TheWeek that anumber of

factors could explain the dramatic risein theimports of
Omani ail into China. “Therewasadeclineinoil im-
portslast year, and thisbig increasein July reflectsare-
turn to normality in China.” “ This can be explained by
Chinahaving built up large oil reservesin 2008. But that
stock has been used, and now the demand for oil is
back”, Wensheng said.

Theincreasein Oman’ s oil exportsto Chinareflected a
boost of the market share for the Middle East asa
whole, with 55.7 per cent of al oil exported to China
coming from theregion.

Al Hassan Engg wins $47mn contract
Source: TheWeek, 29 August 2009

| Hassan Engineering Company (AHEC), one of the

leading engineering, procurement and construction
(EPC) firmsin the country, has bagged a contract to
implement the civil, mechanical, piping, engineering and
installation works of Kauther Gas project of Petroleum
Development Oman (PDO).

Al Hassan hasreceived aletter of intent for executing
the $47mn-worth project from the main contractor
Petrofac. According to the proposal, the project will be
completed within 30 months.

The Kauther Gas Plant, which can process up to 20 mil-
lion cubic metres of gas per day, wasinaugurated earlier
thisyear. Gasis collected through a gathering system

involving lengthy bulk lines, three remote manifolds and
over 40km of flow-lines hooked up to 14 production
wells.

InJuly, Al Hassan won an EPC contract for a2x126MW
gas-based open cycle power project for PDO at its Amal
facility. Thismulti-million dollar project isto be executed
on EPC basisover aperiod of 24 months. With the Amal
Power Station EPC contract, AHEC buildsuponitsal-
ready extensive experience of having been involved
with the construction of morethan 2,000MW of in-
stalled power in Oman, which includes Sohar
Aluminium’s1,000MW captive power plant and the
largest power projects undertaken in the PDO network
at Qarn Alamand Mukhaizna.

Mott MacDonald wins OXY Oman oil and gas contract
Source: Oman Observer, 22 August 2009

M ott MacDonald has been awarded a three-year
general engineering services contract by Occi-
dental of Oman Inc (OXY'). Through this agreement
Mott MacDonald will provide multi-disciplinary engi-
neering design and technical support servicesfor the oil
and gas surface facilities expansion and operational ac-
tivitiesat OXY’s concessions regions presently in
Blocks9 and 27 of Safah, Wadi Latham and Khamila
“Mott MacDonald’ s 0il and gas professionalswill work
alongside OX Y’ steam of engineersto share knowledge
and providetraining to help achieve OX Y’ scorporate
objectives.

Through thiscontract OXY aimsto deliver operational
excellence, achieve sustainable growth and promote
knowledge transfer throughout the development, expan-
sion and operational activitiesin the concession re-
gions,” the company said in a press statement. The
scope of Mott MacDonald' s role includes conceptual

studies to identify system improvements, detailed de-

sign and reviews, building servicesfor auxiliary build-
ings, preparations of contract documents, quality con-
trol reviews and evaluation of tender submissions.

Through thisagreement Mott MacDonald will contrib-
ute to theimprovement of facility operationsand main-
tenance processes, while maintaining business and as-
set integrity.

Vinod Shah, who leads Mott MacDonald' s oil and gas
team of 450 staff in Oman said, “We're delighted to be
appointed by OXY on this prestigious contract. The
scope of the agreement isflexibleto encouragerea in-
novation and the adoption of state of the art technolo-
gies. Mott MacDonald has along history of providing
Engineering Servicesin Oman and we are committed to
bringing our world class expertise and local knowledge
to find the best solutionsfor OXY’ s benefit.”
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Agreement signed for oil and gas repository
Source: Oman Observer, 2 August 2009

Dr Mohammed bin Hamad al Rumhy, Minister of Oil
and Gas, yesterday signed an agreement with
Halliburton Worldwide Limited to establish the Seismic
Phase of Oman QOil and Gas Data Repository (OGDR).

The contract provides for the supply and installation of
hardware, software and services. Halliburton will also
operate OGDR with seismic dataand provide mainte-
nance and support services for hardware and software
during the contract term.

In addition, the contractor will providetraining for MOG

staff who will take over operations after all initial datais
loaded. Theresponsibility for providing the service will
eventually betransferred to the Ministry of Oil and Gas.

The Seismic Phaseisthefirst phasetowardsthe OGDR
project which aimsto preserve al significant datain the
course of performing exploration and production activi-
tiesin the Sultanatein order to offer optimum exploita:
tion of hydrocarbon resources. The data available will
thus quickly and efficiently enforce industry standards
and provide guidelines for operators who submit datato
theministry.

Enhanced Amal oil recovery project gets PDO go-ahead
Source: Oman Observer, 2 August 2009

he Board of Directors of Petroleum Development

Oman (PDO) has approved the full-scale devel op-
ment of the Amal East and West fields by means of
steam-based enhanced oil recovery (EOR) techniques.
Amal will thus becomethe site of thefourth field-devel-
opment project in the company’ s EOR portfolio, which
currently consists of apolymer-injection project at
Marmul, amiscible-gasinjection project at Harweel and
asteam-injection project at Qarn Alam.

“Thisisanother milestonein the execution of our strat-
egy for the long-term sustainability of the nation’s oil
and gas production. That strategy is based on the appli-
cation of appropriate technology and the devel opment
of capable people,” PDO’sManaging Director John
Malcolm said. PDO has been producing oil by conven-
tional meanssince 1984 at Amal, whichisin south
Oman. But the ail isheavy, limiting the rate of produc-
tion aswell asthe percentage of the oil in place that can
ultimately be recovered. The application of steam will
enablethe Amal oil to be produced more quickly andin
greater volumes.

The peak production rate from the two fieldsis expected
to bethree timesthe current production rate. Steam-in-
jection trialsto support the full field devel opment have

been ongoing at Amal since 2007. Steamwill beusedin
different waysin each field. In Amal West, the steam will
driveoil from dedicated injection wellstowards dedi-
cated producing wells. At Amal East, which contains
heavier ail, the steam injection and oil production will
take place through the samewells. The steamisfirstin-
jected into thereservoir, allowing it to heat the ail
around the wells, and then the hot oil and water are
back-produced from the samewell in arepeated cycle.

Thefield-development plan callsfor atotal of 300 new
wellsto bedrilled over a14-year period. Facilitiesready
to receive the “hot” oil are planned to bein place by the
end of 2012. A single steam-generation facility will be
built for both fields. Likethe Qarn Alam project, the
Amal project aimsto minimisetheamount of natural gas
burned to create steam by capturing the waste heat from
power-plant turbinesto this end.

As pointed out by Malcolm: “ The co-generation of elec-
tricity and steam not only enables PDO to minimisethe
amount of additional gas needed for thermal EOR devel-
opments but also reduces its greenhouse-gas emis-
sions. The Amal project isanother good example of how
we are making our business economically, environmen-
tally and socially sustainable for thelong term.”

Oil production rises in Oman
Source: Oman Observer, 1 August 2009

he Sultanate’' stotal exports of crude oil stood at

97.76 million barrelsduring thefirst five months of
2009, against 90.72 million barrel s during the same pe-
riod of 2008, constituting a 7.8 per cent rise.
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The monthly statistical bulletin published by the Na-
tional Economy Ministry showed that the Sultanate's
total production of crude oil and condensates stood at
119.25 million barrels by the end of May 2009, against



112.28 million barrel s during the same period of 2008,
constituting a6.2 per cent, rise.

Theaverage daily production stood at 789,800 barrels
by the end of May 2009 against 738,700 barrelsduring
the same period of 2008, constituting a6.9 per cent rise.
The bulletin showed that the average price of Oman ail
barrel fell by 50.2 per cent during thefirst five months of
2009 to $44.84 per barrel, against $90.03 per barrel during
the same period of 2008.

Chinatopped the countriesimporting Omani Oil asitim-
ported 31.50 million barrelsduring thefirst five months
of 2009, against 45.56 million barrelsduring the same pe-

riod of 2008, constituting a30.9 per cent decline. Thai-
land came second, asit imported 14.24 million barrelsby
the end of May 2009, against 11.90 million barrelscon-
gtituting a19.6 per cent rise. Koreacamethird asitim-
ported 11.10 million barrels, against 6.57 million barrels
during the same period of 2008, constituting a 68.8 per
centrise.

The Sultanate’ s production of natural gasrose by 0.8
per cent to 443.465 million Cubic Feet (MCF) during the
first fivemonths of 2009, against 439.811 (MCF) during
the same period of 2008. Gas consumption rose by 0.8
per cent to 442.487 M CF by the end of May 2009
against 438.812 M CF during the same period of 2008.

Block 61 appraisal gas to begin flowing from 2010: BP
Source: Oman Observer, 15 July 2009

ppraisa gasfrom BP sKhazzan & Makarem gas

fieldswill begin flowing into the Government Gas
System from next year, marking akey milestonein ef-
forts by the energy major to develop its potentialy rich
Block 61 concessionin central Oman. Flow ratesfrom an
initial well drilled have been modest, but with more ap-
praisal wells dueto be brought into early production
over the course of the next 12 months, BP is hopeful
that gas flows and the overall economics of the project
will be attractive enough for the block to be
commercialised.

Any “declaration of commerciality” — adecision slated
for mid 2012 — will open up accessto apotentially
huge natural gasresource for Oman, said Dr Jonathan
Evans, General Manager — BP Oman. “Thetotal gasre-
sourcein theblock, webdlieve, is30-40 trillion cubic
feet (TCF) of gasin place. Thisisahuge resource of
gas,” Dr Evanstold journalists at amediabriefing.

But he acknowledged that the block’ s *tight gas’ reser-
voirs, located at depths of around 5,000 metres, present
enormoustechnical challenges. “ The challengeis how
to makeit producesble. Inanormal reservoir wemight
get around 80 per cent out of the ground. In the case of
Block 61’ stight reservairs, the recovery factor may be
much lower.”

But he added: “We anticipate that we will have adevel-
opment whichwill produce at least 1 billion cubic feet
(BCF) of gasper day, which given Oman’ scurrent pro-
duction of 2-3 BCF, will increase the country’ soverall
gas output by almost 50 per cent.” Already, theinterna-
tional energy giant has made significant headway inthe
appraisal of the block two years after it signed amajor
exploration and production sharing agreement with the
government for the Khazzan-M akarem concession. A 3-
D seismic acquisition programme covering the 2,800 sq

km area of the concession was completed last August in
the biggest such onshore exercise carried out at the
time. Processing of the new seismic datais currently un-
der way.

A drilling programme— part of a$650 millioninvest-
ment commitment made by BP during theinitia six-year
appraisal phase of the project — began in September
2008. To date, four wells have been drilled to depths
reaching around 5,000 metres. Further appraisal wells
will be drilled over the course of thisyear and thefol-
lowing yesr.

Under arecent agreement reached with the Ministry of
Oil and Gas, BP haslaunched an Extended Well Test
(EWT) schemethat will allow for appraisal gasfromthe
four wellsto be fed to the government owned gas pro-
cessing plant at Saih Rawl, said Dr Evans. Aspart of the
EWT scheme, BP hasawarded Canadian firm Enerflex a
contract to build a gas compression station and associ-
ated facilities of atotal capacity of 75 million standard
cubic feed per day (mmscfd). Under the contract, gas
produced during the extended well testing phase, rather
than being flared, will be pumped to Saih Rawl, some 30
kilometres away.

“The EWT programmewill go onfor at least ayear, per-
hapslonger, and the resultswill develop our under-
standing of thereservoir. That will help uswith our
commerciality decision based on the contract we have,
the costs we envisage, and production rate we can
get.,” Dr Evanssaid. That decision point, the general
manager said, isaround mid-2012 when BP“will decide
whether we arewilling to commit what will beavery sig-
nificant development, probably in the billions of dollars,
with many wellsand avery significant development fa-
cility”. First gasflows pursuant to full field devel opment
are projected by 2016, he added.
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Petrofac wins $350m Kauther

gas compression contract from PDO
Source: Oman Observer, 4 July 2009

Petrofac, theinternational oil and gasfacilities ser
vice provider, has been awarded a contract worth
morethan $350 million for the Kauther gas-field deple-
tion-compression project. The contract was awarded on
behalf of the Government of Oman by Petroleum Devel-
opment Oman (PDO), which has been devel oping the
Sultanate’ s gasfields on behalf of the Government since
1978. Petrofac will undertake the engineering, procure-
ment and construction (EPC) of the gas compression
system, and associated facilities at the Kauther gas
plant, in addition to undertaking the commissioning and
six months of initial operations.

The project follows the successful completion of the
Kauther gas plant in 2007, which Petrofac built on an
EPC basisfor PDO, including commissioning and opera-
tions. The RO 171 million Kauther Gas plant can process
up to 20 million cubic metres per day of gas destined for
the Omani market. The gasiscollected viaagathering
systeminvolving lengthy bulk lines, three remote mani-
foldsand over 40 km of flow-lineshooked up to 14 pro-
duction wells. The processed gas is exported to the
Government Gas System viaan 85-kilometre pipeline
from whereit isdelivered to customersin Muscat and
Sohar area.

Condensate, valuable hydrocarbon liquids produced
along with the gas, istransported viaa 103 kilometre
pipelineto the Saih Rawl Central Processing Plant and
ontotheMinaAl Fahal crude export terminal viaPDO's
Main Oil Line. The Kauther plant wasbuilt in record
time and came on stream two months ahead of schedule.
The Kauther field was discovered in 2001 and its devel -
opment was fast-tracked by the Gas Board, representing
our 100 per cent government shareholder construction
of the Kauther plant started in mid-2005 and involved
the execution of four parallel contracts; the Kauther Gas
Plant, the gas and condensate pipeline network, el ectri-
cal overhead lines and the field gathering system.

In early 2008, Petrofac was asked to carry out the front
end engineering and design (FEED) for the gas deple-
tion-compression project and then invited to submit a
commercial proposal for the EPC. Maroun Semaan,
group chief operating officer of Petrofac, commented:
“We are delighted to have successfully secured the
Kauther gas depletion compression project. Thisaward
servesto further reinforce Petrofac’ s commitment to the
Omani market, gives us continuity of businessin the
Sultanate and again highlights Petrofac’ s continued
competitivenessinthe Middle East.”

MoU signed to enhance Sohar Refinery’s efficiency
Source: Oman Observer, 24 June 2009

man Refineries and Petrochemicals Company LLC

(ORPC) yesterday signed aMoU with two leading
Korean firmsfor technical assistance in enhancing the
energy efficiency of itsworld-scale Sohar Refinery
plant. Under the MoU, Korea Energy Management Cor-
poration (KEMCO), aK orean government-owned en-
ergy management specialist, and GS Caltex Corporation,
aprominent petrochemicalsfirm, will jointly support
ORPC' seffortsto make the Sohar complex energy effi-
cientin linewith the company’ soperational and envi-
ronmental objectives.

ORPC'sChief Executive Officer Dr Adil Abdulaziza
Kindy inked the MoU on behalf of the company.
KEMCO'schief executive officer and GS Caltex’ s Senior
Executive Vice-President, signed on behalf of their re-
spective companies. A number of senior officials of the
Ministry of Oil and Gas, aswell as ORPC, attended the
MoU signing at the Grand Hyatt Muscat.

The co-operation agreement will resultin considerable

savings for ORPC, notably through enhancementsin
energy and operational efficiencies. Speaking to journal-
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ists, GS Cdtex’ s Son-Gyu Chon, who head the project
management team, said theinitiativeisbeing funded by
the Korean government within the framework of co-op-
eration with the Omani government on the one hand,
and ORPC, on the other.

Chon outlined three key objectivesin the year-long col-
[aboration between ORPC and the Korean firms. The
first coverstechnical training for two groups of Omani
engineersdrawn from ORPC' s Sohar and Minaal Fahal
refineries. Inthe second stage, KEMCO will begin
monitoring the energy efficiency of the Sohar refinery,
aswell asmaintain an inventory of greenhouse gas
emissionsfrom the plant.

Thesefindings are crucial to achieving the project’s
central goal of increasing the plant’ senergy efficiency,
said Chon. Inthefinal stage, KEMCO and GS Caltex will
assess the energy improvement potential of the Sohar
refinery, centring primarily onits RFCC and downstream
units. Of nearly 20 areasthat hold potential for effi-
ciency improvement, at least nine arevery promising, he
said.



Gas feed price for Qalhat LNG raised
Source: Timesof Oman, 22 June 2009

he Sultanate’ s government has signed an agree-
ment with Qalhat LNG Company to increase gas
feed pricefor 20 years.

The agreement was signed by Ahmed bin Abdulnabi
Macki, minister of national economy and deputy chair-
man of the Financia Affairsand Energy Resources
Council; and Mohammed bin Hamed Al Romhi, oil and
gasminister; Sheikh Alfadhel bin Mohammed Al Harthy,
chairman of Qalhat LNG and Harib bin Abdullah Al
Kitani, president and CEO of Qalhat LNG

In astatement, Macki said the agreement would ensure
moreincomefor the government asit stipul atesim-
provement in prices of gas supplying to Qalhat LNG.

Qalhat LNG Company managed to successfully contrib-
uteto creating added value for the LNG industry in the
Sultanate and enhance sources of national income.

Al Romhi said: “ Signing of this agreement reinforcesthe
prominent status of Omani oil and gas companies and
their ability to make profits especially at these difficult
times, considering the challengesfacing the globa oil
and gas markets.”

He commended the success made by Qalhat LNG in ne-
gotiating with international buyersto increase prices.

He said these efforts affirmed the integration that distin-
guishes the rel ation between the government and the
companiesin charge of gasindustry and marketing.

Sheikh Alfadhel bin Mohammed Al Harthy was upbest
on the company’ s achievement. He commented that the
company’s strategy was designed in away to help
achieve remarkabl e results and accomplishments based
on the economic vision of the Omani economy 2020.

“The newly-signed gas price revision agreement would
create substantial value addition to the government.
The achievement made by the company is areflection of
the success of all our business partners. the Sultanate’ s
government isthe most important of all,” he added.

Harib bin Abdullah Al Kitani commented the support
provided by the Sultanate’ s government to the
company’ s marketing policiesand programmes.

Al Kitani also pointed out that this agreement affirmed
the keenness of Qalhat LNG to exert more effort to con-
tribute to achieving the aspired goals of the Sultanate’s
government.

Qahat LNG ownsthethird LNG plant in Sur with aca
pacity of 3.3mtpaof LNG production. Whilethe gov-
ernment owns46.84 per cent, Oman LNG LLC owns 36.8
per cent, Union Fenosa Gas SA owns 7.36 per cent,
Itochu, Mitsubishi Corporation and Osaka Gas equally
own theremaining 9 per cent.

Qalhat LNG Company, which produced and exported the
first LNG shipment in December 2005, has achieved vari-
ousinternational awards inthefield of servicesren-
dered by it.

Oman Oil buys Gas Natural’s interest in Enagas
Source: Oman Observer, 2 June 2009

man Oil Company (OOC) signed an agreement here
esterday to buy Spanish utility Gas Natural’ sfive
per cent stake in Enagas, one of Spain’sleading natural
gas transportation companies.

The agreement was signed by Ahmed bin Salim al
Woahaibi, CEO of OOC and Refadl Villaseca CEO of Gas
Natural. Al Wahaibi told Oman NewsAgency (ONA)
that the acquisition of Enagas’ stakewasin linewith
OO0C' s strategy to expand its global investmentsin the
energy sector.

The move aso enhances OOC' s efforts to diversify its
local and international investments’ portfolio, he added.
Enagas of Spainisaleading company in the area of
natural gas transportation, re-processing and storage.
In addition, it isthe main operator of Spain’sgasdistri-

bution system.

Itsfacilitiesinclude over a8,000 km of high pressure gas
pipes and three plants for reprocessing of gas. The pro-
duction capacity of these plantsis estimated by 4.350
million cubic metres of liquefied gas. Enagas al so pos-
sesses the underground natural gas storage. The Omani
government owned OOC was established in 1996 asan
investment vehicle in the domestic and overseas energy
sectors.

OOC'slocal and international investment cover more
than 30 exploration and oil production projects, aswell
asthose involving infrastructure, transportation of en-
ergy, refining, marketing and mining. Y esterday’ sagree-
ment is subject to approva from Spain’ sregulatory au-
thorities.— ONA
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Sohar gets Gulf’s first bitumen refinery
Source: Timesof Oman, 31 May 2009

A n agreement worth over $200 million for the setting
up of a bitumen plant was signed yesterday be-
tween the Port of Sohar and Mashael Group of Compa-
nies.

The agreement concerns the construction of the first
specialised bitumen refinery (called Sohar Bitumen Re-
finery) in the Gulf that is set to break ground by the end
of thisyear in the Port of Sohar areaand be completed
by 2012.

The agreement was signed by Magbool bin Ali Sultan,
minister of commerce and industry, whoisalso the
chairman of Sohar Industrial Port Company (SIPC), and
Sheikh Mohammed bin Salman bin AbdullaAl Khalifa,
owner of Mashaegl Group.

Theindustria Port of Sohar, a50:50 joint venture be-
tween the Government of the Sultanate of Oman and the
Port of Rotterdam, ismanaged by SIPC. With current in-
vestments exceeding $12 billion, Port of Sohar isone of
theworld’ s largest port development projects. Sohar
houses three clusters: logistics, petrochemicals and
metals.

Some of world’ sleading companiessuch as Air Liquide,
Alcan, Hutchison Port Holdings, Larsen & Toubro, LG,
MAN Ferrostaal, Methanol Holding International,
Odfjell, Oiltanking, Shadeed Iron & Steel, Steinweg and
Suez have already made Sohar their preferred port of
cal.

The Sohar Bitumen Refinery will target the niche bitu-
men market. The plant will utilisethelatest technologies
to provide a one-stop bitumen supply centre with a ca-
pacity of 30,000 barrels per day (bpd), producing up to
one million tonnes of bitumen ayear where about 20 per
cent of the productionis prioritised for the Omani mar-
ket.

Speaking on the occasion. Jan Meijer, the CEO of SIPC,
said: “We are happy to welcome one more member to
our petrochemical cluster. Our port facilitiesimport of
goods and export of products, it also facilitates the pos-
sibility having products that can be used in the country
itsalf.”

“1 am very happy that the port is signing agreementsin
spite of the difficult financial times,” hesaid. “ Sincewe
started only six years ago, in 2003, we have leased out
85 per cent of the port area and that isavery

good indicator that we are going in theright direction.”

The Mashael Group of companiesisadiversified group
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with special focus on the oil and gas industry and has
officesin Bahrain, the UAE, Saudi Arabia, Oman and
Maaysia

On the reason for choosing Port of Sohar asthe group’s
destination, Bryan Chen King Yu, executive director of
Al Mashael Group, said: “ Sohar isin the centre of their
market and therefore the most strategic location.”

Bryan Chen al so explained that after visiting most ports
intheregion, Port of Sohar proved to have the most im-
pressiveinfrastructure and development plan.

“Two years ago, we were looking for ahome, suitable
for our refinery. The search brought us to many places
including Port of Sohar.

“When | first saw what was going on here, theinfra-
structure they already have, what they were planning
for and the vision. | was not just impressed, | thought it
was perfect,” Bryan Chen said. The executive director
explained that Sohar Bitumen Refinery would be one of
akind.

“With acapacity of 30,000 bpd we arewell positioned to
satisfy thethirst for bitumen. Bitumen, or sometimes
also known as asphalt, isakey ingredient to infrastruc-
ture growth.

“The Government of Oman haswisely and correctly
identified infrastructure developments such as roads
and airports, as key economic stimulus. These projects
need bitumen,” he said.

Bryan Chen said on research the group found it incon-
ceivable that there has yet to be a specialised bitumen

refinery.

“Itis, therefore, aforgone conclusion that without one,
infrastructure growth will face difficulties. Besides, ev-
ery seven to ten years, al roads and highways are re-
quired to be maintained and resurfaced. That’ salot of
bitumen and we are not even talking of new roads,”
Bryan Chen said.

Stating that the refinery will change the bitumen map of
theregion in terms of how bitumen is produced, sup-
plied and traded, Bryan Chen said: “Wewill havethe
most updated and complete technology to produce all
standard grades of bitumen and deliver them to our cus-
tomersin bulk, drumsand trucks... In short, wewill bea
bitumen power house, and | am most pleased that
Oman, Port of Sohar, isat the centre of thisexciting de-
velopment.”



Oman aims at production of 830,000 barrels a day
Source: Timesof Oman, 30 May 2009

man, thelargest Arab oil producer that isn't amem-

ber of the Organisation of Petroleum Exporting
Countries, aimsto produce 830,000 barrelsaday by the
end of theyear, Oil Minister Mohammed Hamad Al
Romhi said.

Oil pricesranging from $55 to $70-a-barrel are“fair,” and
shouldn’t exceed $80 abarrel, Al Romhi told reportersin
Dehradun near New Delhi yesterday. Opec’ sdecision
last week to leave production targets unchanged was a
good one, he said.

Oman increased oil output last year for thefirst time
since 2001. Itsail production fell by almost aquarter be-
tween 2001 and 2006, from 961,000 barrelsaday to
743,000 barrelsaday, according to BP Plc data.

“Low oil priceshinder investment and creates problems
for thefuture,” Al Romhi said yesterday. Omanisreviv-
ing investmentsin oil projectsfollowing therecent in-
creasein prices, hesaid. “ Thankfully, the pricesdidn’t
remain very low for long.” Oman will raise crude produc-
tionto 805,000 barrelsaday thisyear, Al Romhi had told
Bloomberg on January 13.

OOC topay $250m

Oman Oil Company isnow keen onincreasing its stake
in Bharat Petroleum Corp Ltd’ sBinarefinery project to
26 per cent and isready to pay $250 million for the same.

OOC, Oman’ snational oil company, hasso far invested
Rs750 million for atwo per cent stakein Bharat Oman
Refineries Ltd — the company that isbuilding the six
million-tonnes-a-year refinery at Binain Madhya

Pradesh at acost of Rs 104 billion.*We want to increase
our equity (inthe project) to 25-26 per cent. Wearein
discussionswith BPCL,” Al Romhi told reportershere.

Binarefinery project wasoriginally mooted in 1994 with
BPCL and OOC having 26 per cent stake each and the
rest going to public and strategic investor.However,
OOC did not make any equity contribution beyond
Rs750 million and asked BPCL to convert it into equity
which came to about two per cent in the revised project
cost. The project isto be funded by Rs40 billion crore
equity and Rs64 billion debt.

A BPCL official said sincethe project wasnearing
completion, the company has decided to offer a 26 per
cent staketo OOC again, but thistime it would be at
premium.The company hastied up the debt portion of
the project that is expected to be commissioned in De-
cember 2009. Besidesits share, BPCL isa so advancing
the equity share of its prospective partner asloan astie-
ing-up of full equity wasimportant to tie up the loan.

“We aretalking to BPCL and asfar aswe are concerned
an agreement can be reached by next week,” Romhi said.

TheBPCL official said a26 per cent stakewas available
to OOC but it will haveto pay apremium now. A 26 per
cent stake at par would entail aninvestment of Rs10.4
billion while the OOC offer of $250 million comesto Rs
12 5hillion. It washot immediately clear if the offer of
$250 million was acceptableto BPCL.BORL issetting up
asix-million-tonne per annum refinery at Bina, in Sagar
district of Madhya Pradesh, along with crude supply
system and a 935 km long cross country crude pipeline
from Vadinar in Gujarat to Bina.

PetroTel Oman to explore oil and gas in Musandam
Source: Timesof Oman, 24 May 2009

n agreement was signed at the Oil and Gas Minis-

try yesterday franchising PetroTel Oman LLC to ex-
ploreoil and gasin an areaof 2,378 square kilometres, in
the concession area no. 17, situated in the Musandam
governorate.

The agreement was signed by Dr Mohammed bin
Hamad bin Saif Al Romhi, minister of oil and gas, on be-
half of the government of the Sultanate and by Dr Anil
Kumar Chopra, chairman of PetroTel Oman.

After signing the agreement, Nassir bin Khamis Al
Jashmi, Oil And Gas Ministry undersecretary said that
asper the agreement, Petrotel Oman iscommitted in un-

dertaking an exploratory programme, which includes
seismic surveys, new seismic survey and drilling anum-
ber of exploration wells during the exploration phase.

He hoped that the company’ s efforts would succeed in
discovering new oil fields which would contribute to the
reserves and increase production in the Sultanate. He
also pointed out that there are new discoveries of oil
and gas.

The agreement signing ceremony was attended by
Nassir bin Khamis Al Jashmi, Oil and Gas Ministry
undersecretary and anumber of officialsat the Oil and
GasMinistry.
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Aromatics Oman set for commercial launch
Source: Oman Observer, 19 May 2009

romatics Oman has announced that its petrochemi-
calsproject, currently being executed at Sohar In-
dustrial Port, isnow under commissioning.

All phaseswill be completed for commercial operation
according to a schedul e agreed with the contractor
GSE& C and technology provider Axens. It isexpected
the project will reach the commercia operation phase at
the beginning of December 2009.

Aromatics Oman, among the biggest petrochemical ven-
turesat Sohar Industrial Port, is 70 per cent owned by
Oman Oil Company, 20 per cent by Oman Refineries &
Petrochemicals Co, and therest by LGI of Korea. The
plant has a capacity to produce 819,000 M T of

paraxyleneand 198 MT of benzene aswell as other by-
products such as Liquefied Petroleum Gas, Light Naph-
tha, Raffinates and Heavy Aromatics. All these products
arebasicingredientsfor downstream petrochemical and
related industries.

Naphthaisthe main feedstock for the plant. Omani Re-
fineries & Petrochemicals Co provides 28 per cent of
thisfeedstock whiletherest will beimported. Omani Re-
fineries & Petrochemicals Co hasaready provided part
of the naphtharequired for the commissioning of the
plant which began on May 6. During the construction
phase, great emphasis was placed on health, safety and
environmental issues. Thisemphasiswill continue dur-
ing the operational phase.

Oman LNG signs service contract with General Electric Oil & Gas
Source: Timesof Oman, 18 May 2009

an LNG and Generd Electric Oil & Gas(GE-OG)
yesterday signed a 16-year Contractual Service
Agreement (CSA) for the 12 GE gasturbinesat Oman
LNG’sQahat Complex. The contract wassigned be-
tween Dr Brian Buckley, GM and CEO of Oman LNG and
Ayman Khattab, GM, Generd Electric Oil & Gas.

“Since start of operationsin 2000, the Oman LNG plant
at Qalhat near Sur has set industry benchmarksfor reli-
ability, efficiency and environmental performance. This
agreement will drive these levels of operation even
higher,” said Dr Brian Buckley.

Under the CSA, GE will provide acomprehensiverange
of servicesfor the six critical gasturbinesdriving the
three LNG liquefaction trainsand an additional six gas
turbinesthat generate power for the Qalhat Complex.

Thethree LNG trainsat Qalhat (two owned by Oman
LNG and the other one by Qalhat LNG, but operated by
Oman LNG) clean and liquefy natural gas. The gastur-
bines provide the driving energy to cool the natural gas
to -160°C at which temperature the gasliquefies, making
it easier and more economic transportation and salein
theinternationa markets, particularly Asiaand Europe.

GE Oil & Gas CSA solutionsare built on the company’s

extensive design and field experiencein various oil and
gas applications, including platforms, processing, pipe-
linesand LNG plants. GE Qil & Gascurrently hasCSAs
with companiesin morethan 40 countries, covering
morethan 1,000 gasturbines.

Located on the east coast of the Sultanate, about 200km
east of Muscat, the Oman LNG’ s Qalhat complex repre-
sents one of the largest industrial construction projects
ever undertaken in Oman.

The LNG production effort was launched as part of an
overall drive by the government to move the Omani
economy away from its dependence on direct il pro-
duction. Oman LNG isaleading global producer of LNG
with a pacesetting reputation for reliability, efficiency
and minimal environmental emissions.

Oman LNG isajoint venture consisting of the Omani
government (51 per cent), Royal Dutch Shell (30 per
cent), Total (5.54 per cent), KOGAS (5 per cent),
Mitsubishi (2.77 per cent), Mitsui (2.77 per cent), Partex
(2 per cent) and Itochu (0.92 per cent).

GE Oil & Gasisaworld leader in advanced technology
equipment and servicesfor al segments of the oil and
gas industry.

OGC to build RO13m gas plant in Nimr
Source: Timesof Oman, 17 May 2009

spart of the efforts of the government of the Sul
tanate and Oman Gas Company (OGC) to expand
the nation’ s gas network in the governorates and re-
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gions, the Tender Board has awarded a project to de-
sign, supply and construct a gas compression station
worth morethan RO13 millionin Al Wusta.



OGC' sNimr gasplant will meet theincreasing demand
for gas— individual customersin general and electrical
and industrial sectorsin particular. The station will
pump additional quantities of gasin the pipeline head-
ing to Salalah.

Nasser bin Khamis Al Jashmi, undersecretary at the
Ministry of Oil and Gas, said: “ The construction of the
plant in Nimr ispart of government’ s plansto provide
gasto electrical and industrial projectsin Dhofar to help
them keep pace with the growing demand for clean en-
ergy — natural gas— for numerous uses. Gasin Dhofar
ispresently availableto al projects, and thereis always
checking of gas reservesto supply more industries
oncethe quantitiesare available.

Aromatics Oman set for commercial launch” The estab-
lishment of the station isanew addition to the oil and
gas sector as the sector is witnessing successive devel-
opments on morethan onelevel, reinforcing its contri-
bution to the national economy and supporting the pet-
rochemical sector in the country with itsenergy require-
ments.”

“OGC isworking hard to manage and operate gas
through the construction of gas stations in more areas,
aiming to provide customerswith gas. It isdoing unre-
mitting effortsinthisregard, pursuing its plansinthe
coming stages’. The company’seffortsinitswork fields
is obvious and respected by all,” he said.

From hispart, Dr. Rasheed bin Al Safi Al Hareebi, mem-
ber of the Shura Council, praised the efforts of OGC to
deliver gasto the customers, especially in Dhofar, say-
ing that these effortsare crucial in accel erating work
pace in the manufacturing projectsin the governorate,
particularly Salalah Free Zone, strengthening and acti-
vating the manufacturing aspects of Dhofar aswell as
absorbing qualified national cadresin many relevant
fidds.

He added that the company's efforts to deliver gasto
the governorate through the construction of a gas
pumping stationin Nimr will also contribute to signifi-
cantly supplying €electricity generation plants and other
petroleum projectsin the Sultanate with their require-
mentsfor theincreasingly demanded cleanfuel. He
pointed out that there is an electricity generation project
being implemented nowadaysin Dhofar.

He wished to implement it as soon as possible to keep
pace with the growing demand for and consumption of
electricity services due to the population and urban and
economic expansions witnessed by the governorate.

He a so hoped that these expansions will meet the cur-
rent and future requirements of the market. “1 hope the
efforts of the company be crowned with success in sup-
plying gasto the customersin the industry and electric-
ity sectors and other fields so as to boost the national
economy and develop thelocal communities,” he said.

Oman’s oil exports climb 8% in March
Source: Timesof Oman, 8 May 2009

he Sultanate’' stotal exports of crude oil stood at

58.769 million barrelsduring the first three months
of 2009, against 53.77 million barrels during the same pe-
riod of 2008, representing an eight per cent rise.

The monthly statistical bulletin published by the Minis-
try of National Economy showed that the Sultanate’ s to-
tal production of crude oil and condensates stood at
70.80 million barrelsby the end of March 2009, against
67.51 million barrelsduring the same period in 2008, rep-
resenting a4.9 per cent rise.

Theaverage daily production stood at 786,700 barrels
by the end of March 2009 against 714,800 barrelsduring
the same period in 2008, representing a6.1 per cent rise.

The bulletin showed that the average price of Oman ail
fell by 48.6 per cent during the first three months of 2009
t0 $44.95 per barrel, against $87.43 per barrel during the
corresponding period in 2008.

Chinatopped the countriesimporting Omani oil asitim-

ported 18.82 million barrelsduring thefirst three months
of 2009, against 30.72 million barrelsduring the corre-
sponding period in 2008, representing a 37.4 per cent
decline.

K oreacame second, asit imported 9.46 million barrels
by the end of March 2009, against 3.68 million barrelsin
the corresponding period last year representing a 157
per cent rise.

Thailand camethird asit imported 8.45 million barrels,
against 7.53 million barrels during the corresponding pe-
riod in 2008, representing a12.2 per cent rise.

The Sultanate’ s production of natural gasfell slightly
by 0.9 per cent to 170.87 million cubic feet (mcf) during
thefirst three months of 2009, against 172.41mcf during
the same period in 2008.

Gas consumption fell by one per cent to 170.764mcf by

theend of March 2009 against 172.408mcf during the
corresponding period in 2008.
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PDO hydrocarbon output grosses 1m boe/d in 2008
Source: Oman Observer, 4 May 2009

Patrol eum Development Oman, the Sultanate' s princi-
pal oil and gas producer, achieved atotal hydrocar-
bon output — combining oil, natural gas and conden-
sate— in excess of onemillion barrels per day of oil
equivalent (boe/d) in 2008.

The output, representing asignificant production mile-
stone for PDO, isone of the salient highlights of the
company’ s performance during 2008, ayear
characterised as “challenging but successful” by Man-
aging Director John Malcolm (pictured) in PDO’ s2008
Annual Report released here yesterday. It also marks
the “first fruits’ of an aggressive drive by PDO over the
past several years to sustain and boost hydrocarbon
production, Malcolm noted.

For thefirst time since 2000, PDO’ s output of hydrocar-
bon liquids, comprising crude oil and condensate, re-
corded ayear-on-year increase, according to the Annual
Report. Total production averaged 633,000 barrels per
day (bpd) in 2008, compared with 607,000 bpd in 2007.
Crudeail output alone averaged over 556,000 bpd,
whichwaswell within PDO’ starget range of 540-560,000
bpd. Gas and condensate output amounted to 467,000
boe/d in 2008. Total hydrocarbon output, combining
crude oil, natural gas and condensate, surpassed 1 mil-
lion boe/d for the third year running.

“This performance was achieved despite difficult oper-
ating conditions, notably an overheated contracting
market that led to delays in obtaining resources both in
terms of manpower and equipment,” the Annual Report
said. Among the notable highlights of the year wasa
significant increase in the production of condensate, a
valuable hydrocarbon produced along with gas. In 2008
condensate output grew from 46,000 bpd to 77,000 bpd,
anincrease of morethan 50 per cent. Theincrease was
largely attributable to higher yieldsfrom the Kauther
Gas Plant, which cameon stream in late 2007.

2008 al so yielded anumber of successes on the explora
tion front, Malcolm stated. Three new oil fields, either
discovered or appraised during the year, wererapidly
brought on stream thereby contributing to PDO’ s 2008
oil output. Whiletwo of thefields— Taliah and Malaan
West — are part of the Lekhwair cluster in northwest

Oman, thethird oilfield, Rabab Southeast, although dis-
covered earlier, was proven to be commercially devel op-
ableinwell tests conducted last year. First oil produc-
tion from the Rabab Southeast field is expected in 2009.

In other successes reported during 2008, PDO was also
able to improve its assessments of the hydrocarbon po-
tential of the Burhaan West and Fahud Southwest gas
fields, aswell asin the Budour Northeast ailfield. Fur-
thermore, awell drilled to adepth of around 5,000 metres
at Khulud, southwest of the Fahud field, has yielded
evidence of gasin at least two high-pressure, high-tem-
perature reservoirs. Significantly, thiswasthefirst gas
exploration well in Oman that was drilled using the un-
der-balanced technique, which allowsfor gasto flow
intothewell asitisbeing drilled.

“These results underscore how very important explora:
tionisto our long-term future and demonstrate that the
country remains attractive for oil and gas prospectors,”
the Managing Director stated. PDO’ smulti-billion-dollar
Enhanced Oil Recovery (EOR) campaign also made solid
headway in 2008, according to Malcolm. Of thethree
“big-ticket” EOR projects presently in hand, the mis-
cible-gas project at Harweel in south Omanisnow at an
advanced stage. By end 2010, the project will evolve
into one of the world’ s biggest miscible gasfield devel-
opments, says PDO.

The Harweel EOR venture centres on the construction
of ahigh-tech plant capable of processing huge
amounts of high-pressure oil and gas, which also hasa
significant content of toxic and corrosive hydrogen sul-
phide gas. Underlining the size of the project, some
3,000 people were employed at the Harweel site at the
end of 2008. The project is expected to contribute more
than 40,000 bpd of oil whenitisfully operational .

Likewise, development is continuing apace on asteam
injection project at Qarn Alam. The project involves
drilling of over 130 wellsand installing facilitiesto treat
water and to inject around 18,000 tonnes per day of
steamintothereservoir. At Marmul, PDO hascom-
menced the process of commissioning apolymer injec-
tion unit which will add around 10,000 bpd of ail to pro-
duction volumes.

PDQO’s Harweel to be one of biggest gas projects by '10
Source; Oman Tribune, 4 May 2009

O'sHarwedl Project is expected to become one of

theworld’ sbiggest miscible-gasfield devel opment

projects by the end of 2010. The project involves build-
ing a sophisticated plant capable of handling alarge
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amount of extremely high-pressure oil and gaswitha
significant content of toxic and corrosive hydrogen sul-
phide gas. When fully commissioned, the Harwee!
project isexpected to contribute to more than 40,000



barrels per day (bpd) of incremental oil production, ac-
cording to PDO’ sannual report for 2008.

PDO isoneof thefew oil companiesintheworldimple-
menting large scale enhanced oil recovery (EOR)
projects based on three main technol ogies— miscible-
gasinjection, steam injection and polymer injection.

In Qarn Alam, PDO’ ssteam-injection project will con-
tribute an extra40,000bpd of new ail in the next decade.
Theprojectinvolvesdrilling over 130 wellsand install-
ing facilitiesto treat water and to inject around 18,000

tonnes of steam per day into the reservoir.

Additional facilities are being built to processtheincre-
mental oil and gas produced from thefield aswell as
dispose of excess produced water in deep reservairs.
Closeto 220km of pipelinesand flowlinesarebeingin-
stalled to connect these facilities with the wellsfor wa-
ter supply.

At Marmul, PDO has started commissioning apolymer
injection unit, which will add afurther 10,000 barrels of
oil per day.

Petronas keen to invest in Oman’s energy sector
Source: Oman Observer, 18 April 2009

alaysia-based oil and gas giant Petronasis keen

to exploreinvestment opportunitiesin Oman’sen-
ergy sector, according to a highly placed company offi-
cid. Datuk Abdullah Karim, Vice-President of Petronas,
said the corporation was open to investment opportuni-
ties not only in hydrocarbon exploration and production
(E& P) activities, but dso in other areas of the
Sultanate’ s energy industry.

“Petronasis an integrated energy company. We are into
LNG (liquefied natural gas), petrochemicals, refining,
and E& P. Hopefully there are opportunities not only in
E&P. Apart from the very close relations between
Petronas and companies (in Oman), thereare also close
relationswith the Government of Oman. We are eagerly
looking to start work herein Oman,” Datuk Abdullah
Karim said in commentsto the Observer.

On Wednesday, Petronas signed an exploration and
production sharing agreement with the government for
Block 63, marking the energy heavyweight’s maiden
foray into the Sultanate' s hydrocarbon sector. “I'm
happy that finally we are able to have a Block to explore
and develop. And I’ m confident that, with the encour-
agement and guidance of the Omani government and
our partners, we will be able to develop the block’ s hy-
drocarbon potential,” Karim said.

Under the agreement, Petronas Carigali Sdn Bhd, the ex-
ploration and production arm of Petronas, will explore
for gasin the 3,709 sq km block (also known asthe
Natih/West Raba concession) in the west of the Sultan-
ate. The company has established an unincorporated
joint venture with two wholly Omani firms— the gov-
ernment-owned energy investment vehicle Oman Oil
Company, and Industrial PetrochemicalsLLC. Datuk
Abdullah Karim, whoisalso CEO and MD of Petronas
Carigali Sdn Bhd, said the company was keen to get
started with the appraisal of Block 63’ sgas potential.

Petronas aimsto deploy some of itsformidable expertise

in oilfield devel opment in unlocking the gas potential of
Block 63. “Wein Petronas are exposed to big and small
fields, and new and old fields.

In Malaysia, we are operating fieldsthat are 30-40 years
old, and through good reservoir and facilities manage-
ment, we have been able make them viable. One of our
strengthsisto take some of the marginal fields and
make them (productive), using alot of creativity interms
of costs, facilities and very importantly, how welook at
thereservoir. Intight formations, we haveto be ableto
master the art of how to fracture the reservoir to allow
for the gasto flow.” Significantly, the Block 63 conces-
sion markstherealisation of Petronas’ longstanding de-
sireto develop stronger energy linkswith the Sultanate,
says, Datuk Abdullah Karim.

“Petronas has for many years been looking to have
some ventures in Oman. There has been some coopera
tion with Petronasin the areaof LNG About 6-7 years
ago, Petronaswasinvolved in LNG cargo swaps. There
has also been alot of technical exchange between
Petronas and companies (in Oman). We are also closeto
PDO, withwhich we do alot of exchanges.”

Asked about Petronas’ plans, if any, to expand its pres-
encein Oman’soil and gas sector in the future, Datuk
Abdullah Karim stated: “We will study other blocks that
areavailable. If the opportunity isright then wewill
want to venture into those blocks.”

Petronasjoinsagrowing list of high-profile energy ma-
jorsin exploring hydrocarbonsin the Sultanate. The
Malaysian government-owned oil and gas company is
ranked among Fortune Global 500’ slargest corporations
intheworld. Sinceitsestablishmentin 1974, it has
grown into the 95th largest company in theworld. For-
tune al so ranks Petronas as the eighth most profitable
company intheworld, with net incomes of astaggering
$20 billionin 2008. Petronas' s operations now span
around 32 countries around theworld.
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Sultanate’s oil and gas production increases
Source: Oman Observer, 18 April 2009

he Sultanate’' stotal exports of crude oil stood at

38,222 million barrel s during the months of January
and February thisyear, against 36,108 million barrels
during the same period of 2008, constituting a5.9 per
cent, rise.

The monthly statistical bulletin published by the Na-
tional Economy Ministry showed that the Sultanate's
total production of crude oil and condensates stood at
46.13 million barrel s during January and February
against 44.108 million barrels during the same period last
year, congtituting a4.3 per cent rise.

Theaverage daily production stood at 779,900 barrels
by the end of February 2009 against 731,500 barrels dur-
ing the same period in 2008, constituting a6.1 per cent,
rise. The bulletin said that the average price of Oman oil
fell by 47.9 per cent by the end of February 2009 to
$45.25 per barrel against $86.78 per barrel duringthe
same period in 2008.

Chinatopped the countriesimporting Omani oil asitim-
ported 12.267 million barrels during the months of Janu-
ary and February 2009, against 18.17 million barrelsdur-
ing the same period in 2008, constituting a31.9 per cent,
decline.

Koreaimported 8.72 million barrel s during the months of
January and February 2009 against 2.853 million barrels,
congtituting a182.9 per cent, rise. Thailand camethird
asitimported 5.492 million barrels, against 6.28 million
barrels during the same period in 2008, constituting 28.9
per cent decline.

The Sultanate’ s production of natural gas stood at
170.867 million cubic feet (MCF), by the end of February
of 2009 against 172.408 M CF during the sameperiod in
2008, consgtituting 0.9 per cent decline. Gas consumption
stood at 170.764 M CF by the end of February 2009
against 172.408 M CF during the same period in 2008,
constituting a1 per cent, decline.

Oman, Malaysia sign gas pacts
Source: Timesof Oman, 16 April 2009

noil exploration and production-sharing agreement

was signed at the Ministry of Oil and Gas yester-
day between the government of the Sultanate and
Petronas Oil Company of Maaysiaasoperator in Block
63 aong with its partners Oman Oil Company and Petro-
chemical Industries Company.

Block 63 (Natih/west Roba) islocated withinthe Al
Dhahirah and Al Dakhiliyah regions covering an area of
3,709 square kilometreswhere Petronas Oil Company
and its partnerswill explore, develop and produce natu-
ral gas.

While Dr Mohammed bin Hamad Al Romhi, minister of
oil and gas, signed the agreement on behalf of the gov-
ernment of the Sultanate; Datuk Abdullah Karim, vice-
president, signed on behalf of Petronas Oil Company of
Malaysia; Ahmed bin Salim Al Wahaibi, CEO, signed on
behalf of Oman Oil Company; and Ahmed bin Saif bin
Musallam Al Rawahi, chairman, signed for Petrochemi-
cal Industries Company.

The commitment of Petronas Oil Company and its part-
nersincludesdrilling exploration wells, acquiring new
seismic and appraising and devel oping existing natural
gas fields and any new discoveries.

The second agreement, related to gasexplorationin

Block 61 (Centra of Oman), was signed between Al
Romhi and Michael Townsend, CEO of BP. Asper the
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agreement, the gaswill be sold to the government for a
period of two years.

Dr Saleh bin Ali Al Anbori, director-general of petroleum
consultations at the Oil and Gas Ministry, said thefirst
exploration and producti on-sharing agreement signed
between Petronas along with its partners, covered two
parts. exploration of gasfor four years, which includes
drilling wellsand acquiring new seismic. The second
part relates to appraising and devel oping existing natu-
ral gasfields (threefields). The company has aperiod of
two yearsto develop thefields. The agreement will be
extended to 20 years once commercial production be-
gins.

Asfor the second agreement with BP, Al Anbouri said it
was related to the gas price and sale to the government.

A previous agreement signed between the two sides re-
lated to theright of concession and exploration of gas.
The concession block islocated at * Khazan Makarim’
between Al Dakhiliyah and Al Wustaregions, he added.

The government does not bear any financial commit-
ments during expl oration periods.

The Ministry of Oil and Gas hopesthat the company’s
efforts will be crowned with success in the discovery of
gasfields, which increase reserves and production rates
in the country.



BP to invest $200m in project to process Block 61 ‘test gas’
Source: Oman Observer, 16 April 2009

Ezergy giant BPwill invest morethan $200 millionin
project designed to enable the processing —
rather than flaring — of ‘test gas' from the potentially
prolific Khazzan and Makarem gasfields of itsBlock 61
concession in central Oman. An agreement in support of
this key venture was signed here yesterday by Dr
Mohammed bin Hamad a Rumhy, Minister of Oil and
Gas, and Michagl Townshend, President, BP Oman.

According to officials, the project will enable BPto har-
ness and channel ‘test gas' produced during the ap-
praisal of the Khazzan and Makarem fields, into the gas
grid, thereby contributing to natural gasavailability at a
time of rapidly escalating domestic demand for thisim-
portant resource.

Explaining the significance of the agreement, a senior
Ministry official said: “Thisinitiativeby BPisinline
with the Oman government’ s policy of encouraging
companies not to flare gas, but to convert it into aus-
able asset. BP has been very positive in responding to
the government’ scall in thisregard by investing more
than $200 millioninrealising thisproject,” Ali bin Thabit
al Battashi, Adviser to the Minister for Strategic Plan-
ning and Investments, said.

Al Battashi said the $200 million investment by BPwill
“generate alot of benefitsto the Sultanate, aswell as
contribute to the nation’ s gas requirements at acritical
time”. He also voiced hope that BP would begin deliver-
ing aleast around 1 billion standard cubic feet of gas
per day from its Khazzan and Markarem fields by the
year 2015.

Speaking to the Observer, BP's Townshend said the
project hasimportant economic and environmental ben-

efits. “When appraising any gas, you need to test it to
seewhat theflow rateis. And normally it’ sjust flared.
This agreement is one of anumber of stepsto allow that
gas— instead of being flared — to go through a gas
processing plant and be used by Oman. Thisisalso
good for the environment.”

Theappraisal long-term test gaswill start flowing from
the Khazzan-Makarem fieldsfrom thelatter half of next
year, said Townshend. “ Thereis considerable invest-
ment already doneindrilling wellsandin building the
infrastructure to move thistest gas, and after that we
will see how successful itis. Later on, wewill haveto
see whether we can make afull field development deci-
sion.”

Y esterday’ s agreement represents another milestonein
efforts by theinternational oil major to appraise and de-
velop the gas reserves contained within Block 61, a
2,800 sq km areathat includesthe Khazzan and
Makarem gasfields. Discovered in 1993, these gasfields
remained undevel oped dueto the complexity of their
‘tight gas' reservoirs.

BP was awarded the Block 61 concessionin an Explora-
tion and Production Sharing Agreement signed with the
government in February 2007. The company iscurrently
into thethird year of acomprehensive multi-year ap-
praisal programme to understand the nature of the reser-
voirs. Block 61 represents a considerable hydrocarbon
prize. Successful development of these ‘tight’ gasreser-
voirscould open up around 30 trillion cubic feet (TCF)
in potential gasreserves. If proven to be rich and com-
mercially devel opable, the fields could provide a poten-
tially vast supply of natural gas to feed the country’s
burgeoning appetite for energy and feedstock.

Crude production rises 6% in February
Source: Oman Tribune, 13 April 2009

he Sultanate’ stotal exportsof crude oil declined 4.3

per cent to touch 46 million barrels at the end of
February 2009, as against 44 million barrelsin February
2008, according to the monthly statistical bulletin pub-
lished by the National Economy Ministry.

The Sultanate’ stotal production of crude oil and con-
densates stood at 38.2 million barrels at the end of Feb-
ruary 2009, asagainst 36.1 million barrelsin the corre-
sponding period last year,

constituting a’5.9 per cent rise.

The bulletin showed that average daily production rose
6.1 per cent to 779.9 barrelsin February asagainst 735.1
barrels.

The average price of Omani oil barrel declined 48 per
cent to $45.25 per barrel asagainst $86.78 during the
corresponding period in 2008.

Chinatopped thelist of countriesimporting Omani Oil

with 12.2 million barrels at the end of February, as
against 18.1 million barrelsin the corresponding period
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in 2008, congtituting a31.9 per cent decline.

Exportsto Korearose 183 per cent as8.07 million barrels
wereexported asagainst 2.85 million barrels, whereas
Thailand wasthird with 8.9 per cent growth inimportsat

5.49 million barrelsagainst 6.02 million barrels.

Natural gas production fell 0.9 per cent at the end of
February 2009 to 170.8 million cubic feet (mcf) against
172.4mcf during the corresponding period in 2008.

RAK buys more local oil assets
Source: Timesof Oman, 12 April 2009

AK Petroleum PCL, the UAE cil and gasexplora-

tion and production company, yesterday an-
nounced that it has acquired Indago Ventures 31 Ltd
and Indago Ventures 47 Ltd, both wholly-owned sub-
sidiaries of UK-based Indago Petroleum Ltd, which hold
exploration rightsin two concessions in the Sultanate of
Oman.

Y esterday’ s acquisition of Indago’ s 50 per cent sharein
Oman'sBlock 31 and 47 brings RAK Petroleum’ sinter-
est in these blocksto 100 per cent. RAK Petroleum ac-
quired itsexisting 50 per cent interest in these two con-
cessionsfrom Indago in 2007 as part of awider transac-
tionincluding a40 per cent share of Oman’ sBlock 8.
Block 8 contains the offshore West Bukhaoil field
which came on production in February.

As consideration for the latest transaction, Indago
made apayment to RAK Petroleum of $3.5millioninre-
lation to arelease, subject to certain warranties, from all
possibleobligations arising from their joint activities
and past transactions.

“The acquisition of these two companies and the acqui-
sition of Eagle Energy (Oman) Limited holding a10 per
cent share of Block 8, which RAK Petroleum announced
last week, highlight the intention to actively and aggres-
sively expand our exploration and production assetsin
theregion,” stated Abdulaziz Al Ghurair, chairman of
RAK Petroleum’ sBoard of Directors. “RAK Petroleum
iswell positioned with significant cash reservesand is
on the lookout for suitable opportunities to add to our
portfolio,” he explained.

“RAK Petroleum plansto drill the Zad-2 well in Block 47
later in 2009”, stated Bijan Mossavar-Rahmani, RAK
Petroleum’ s managing director and chairman of the Ex-
ecutive Committee of its Board of Directors. “If success-
ful, the Zad prospect provides the potential of asignifi-
cant gas and condensate field in a prime location only
10kmsfrom an existing pipeline accessing Oman’ sgrow-
ing gas markets’, said M ossavar-Rahmani. “ The explo-
ration well will test the Amin sandstonereservoir, an
anal ogue of the nearby Kauther field,” he added.

Oman signs Block 64 gas exploration agreement
Source: Oman Observer, 12 April 2009

he Government of Oman yesterday signed a con-

cession agreement with Harvest Natural Resources
Inc, aUS headquartered international energy firm, for
the exploration of gasin Block 64, an areastraddling the
boundaries of the Dakhiliyaand Wustaregions.

Dr Mohammed bin Hamed a Rumhy, Minister of Qil and
Gas, inked the Exploration and Production Sharing
Agreement (EPSA) on behalf of the government. Repre-
senting Harvest at the signing was James A Edmiston,
President and Chief Executive Officer of the Houston,
Texas-headquartered firm. Related field agreements, as
well asajoint operating agreement with thewholly
Omani government owned energy investment firm Oman
Qil Company, were alsoinitialled onthe occasion.

Importantly, the concession agreement underscores the

government’ s continuing successin attracting interna-
tional energy firmsto explore for hydrocarbonsin the
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Sultanate despite the downturn affecting international

oil markets and the wider global economy. It isalso seen
asashot-in-the-arm for the Ministry’ s continuing ef-
fortsto augment natural gas availability to help meet the
nation’ srapidly expanding energy needs. Block 64 —
also called the Al Ghubar/Qarn Alam licence—isa
newly created concession carved out from the Block 6
concession operated by Petroleum Development Oman.

The concession, spread over an area of 3,874 sq
kilometres, isdesignated for exploration and production
of non-associated gas and condensate. It is located in
theprolific Ghaba Salt Bain in close proximity to existing
anal og gas/condensate fields at Barik, Saih Rawl and
Saih Nihayda, which produce from the samereservoir
that Harvest istargeting. Devel opment of the block’ s oil
potential will continueto be PDO’ s prerogative. Inwel-
comeremarks, Dr Al Rumhy wished Harvest every suc-
cessin itsmaiden venture in the Sultanate. He pledged



the ministry’ s cooperation in the company’ s quest to ex-
plore for hydrocarbonsin Block 64, stressing also the
PDO' s support for Harvest’ s effortsin thisregard.

Also speaking on the occasion, Ali bin Thabit al
Battashi, Adviser to the Minister for Strategic Planning
and Investments, who led the government side in nego-
tiations leading to yesterday’ s concession agreement,
described the pact as a‘ breakthrough.” The partiesto
the agreement ‘ broke new ground’ in their collective
guest to conclude a successful deal, he noted. Al
Battashi thanked Dr Al Rumhy, aswell asMinistry Un-
der-Secretary Nasser bin Khamisa Jashmi, for their
wise counsel during the protracted negotiations. He
also commended the “ outstanding team” fromthe Min-
istry of Oil and Gasfor their valuablework. Later inre-
marksto the Observer, Harvest’ s President and CEO
James Edmiston said the company would be focused on
exploring and devel oping the deep gas potentia of
Block 64.

“We have been able to work with the Omani sideon a
breakthrough agreement that allows usto explore deep
for deep gasin the block. All sides are hoping for a suc-
cessful ending to that.” The company aims to invest
around $30 millionin exploration activitiesduring the
initial three-year exploration phase. Of thisamount,
around $4.8 millionwill be earmarked during 2009 to-
wards geology and geophysics, seismic reprocessing
and drilling preparation costs. Significantly, Harvest,
whichwill have a100 per cent interest during the explo-
ration phase, also signed ajoint operating agreement
with Oman Qil Company.

Mulham a Jarf, Deputy Chief Executive Officer, signed
on behalf of the state-owned firm. “Oman Oil hasthe

ability to back in— after discovery (of gas) — upto 20
per cent. In asuccessful case, it would most likely bea
partnership between usand Oman Oil,” Edmiston
stated. According to the official, Harvest aimsto put its
world-class skills and unique technology strengths to
work in harnessing the block’ s potential reserves, lo-
cated at depthsin excess of 4,000 metres. “ The most im-
portant strength in being asmall company meanswe're
going to have the keen focus of the entire company on
thisproject,” Edmiston said.

“All of our people are very senior executivesfrom major
oil companieswho have cometogether to form asmall
company. Secondly, we have a very strong background
both in international operations and also in geo-
sciences. We own a significant interest in one of our af-
filiates, Fusion Geophysical, whichisawell known glo-
bal provider of geophysics processing, interpretation
and so on. That keenly positions us to be very effective
inthiscomplex deeper gasenvironment in Oman. We
arelooking forward to applying that state of the art
technology especially in the prospecting phase,” the
President and CEO explained.

Asked to comment on the company’ s future growth ob-
jectivesin the Sultanate, Edmiston added: “Whenwere-
ceived the opportunity to cometo Oman, from the Har-
vest standpoint it was for the long term. We're obvi-
ously open to any other opportunity that the govern-
ment iswilling to talk to us about. Wewould loveto
have avery, very long relationship with Oman.” Harvest
Natural Resources Inc is an independent energy com-
pany with principal operationsin Venezuela, exploration
assets in the United States, Indonesia, West Africaand
China, and now Oman, besides business development
officesin Singapore and the UK.

Oil flows from PDO’s new field
Source: Timesof Oman, 8 April 2009

roleum Development Oman (PDO) has announced
the successful completion of the first phase of the
Mabrouk field devel opment project.

On March 30, oil began flowing through new facilities
built at thefield, barely 23 months after work startedin
May 2007. “Thisisamajor achievement in which anew
oilfield was devel oped in record time, on budget and
with an excellent safety record,” John Malcolm, manag-
ing director of PDO said yesterday in apress statement.
“When fully completed, the Mabrouk field facilitieswill
make a significant contribution to sustaining Oman’soil
and gas production over the coming years,” he added.

Thefield devel opment plan now being implemented by
PDO involves the construction of amajor new produc-
tion station and associated gathering system, the first

phase of which has just been completed. In the coming
years, 76 new wellswill bedrilled at thefield.

The new facility can process 63,000 barrel s per day of
grossliquids (oil and water) and 2.5 million standard cu-
bic metres a day of gas. The second phase of the
Mabrouk project involvesthe installation of powerful
gas compressors capable of sending natural gas pro-
duced at the field to the Saih Rawl gas processing plant
whereit will enter the government gas system. Phasel|
isscheduled for completionin early 2010.

“The project was successfully fast-tracked by leverag-
ing existing service contractswith Galfar and STS/Mott
MacDonald, which enabled accelerated completionin a
heated engineering market,” North Qil director Saif Al
Hinai said.
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Major expansion of OGC gas transportation network underway
Source: Oman Observer, 1 April 2009

man Gas Company (OGC) hasembarked onasig-

nificant expansion of its gastransportationinfra-
structure to cater to the requirements of the Sultanate’s
rapidly growing oil and gas, industrial and power gen-
eration sectors. The expansion is being carried out
through a series of projects now under way in different
areas of the Sultanate, the state-owned company an-
nounced in its 2008 Annual Report. The upgrade comes
on top of asignificant augmentation of the company’s
gas transportation infrastructure capacity last year.

Dr Mohammed bin Hamed a Rumhy, Minister of Qil and
Gasand Chairman of OGC, hailed the company’s
achievements as reflective of its“ eventful journey” to-
wards|oftier corporate aspirations. “ Starting as anatu-
ral gastransmission caretaker, (OGC) istoday heading
towards being an integrated energy company along the
natural gas value chain. Established asagastransmis-
sion company in 2000, it grew organically over theyears
by building alarge network of natural gas pipelinesand
gas compression and supply facilities covering the ma
jority of the country,” Dr Al Rumhy stated in the
Chairman’ sMessage.

Yousuf bin Mohammed a Ojaili, CEO, described 2008 as
another successful year for OGC. “We have met most of
our key targets: gasavailability, HSE, integrity and
Omanisation. Excellent gasavailability was achieved
with only very few hours of gas interruption to very few
customers. Our number of consumer gas delivery points
increased to 32, among which 9 are magjor power and de-
salination plantsand 5 are petrochemical or heavy in-
dustries.”

Several new projectswill further addto OGC'sgas
transportation network during 2009 and beyond. Key
among these initiativesisaproject involving theinstal-
lation of four compressor trainsat Fahud, which will
boost the overall flow and pressure regimes of the gas
network in the wake of therapid increasein gastrans-
portation capacity. In the Port of Sohar area, hometo a
raft of multi-billion dollar industrial schemes, OGCis
preparing to award contracts for new gas supply lines
toVale' siron ore pelletising project, aswell asto down-

stream aluminium industrieswithin theindustrial estate
nearly. Similar supply streamswere completed last year
to Sharq Stedl, Sohar Aluminium and AromaticsOmanin
Sohar, aswell asthe SMN Barkapower project, and the
Octal petrochemicalsplant in Salalah.

Also nearing completionisanew 30km 20-inchloop line
from Murayrat to the Al Ghubrah power plantin Mus-
cat. Thislinewill ensure uninterrupted suppliesto Al
Ghubrah, supplementing the existing linewhich suffered
arupture during the adverse weather conditions of June
2007. IntheNimr area, OGC isinvestingin anew com-
pressor station to augment gas suppliesto Salalah. A
contract was al so awarded late last year for the con-
struction of pipeline extensions and gas supply stations
to serve the Salalah methanol scheme and an indepen-
dent power and water project planned at Tagahin
Dhofar Governorate. These supply projects are due to
be completed in phases by early 2010.

Work isongoing on a252-km 32-inch cross country
pipelinethat runsfrom Saih Rawl in central Omanto
Mukhaiznawhereit will supply Occidental with gasfor
its Enhanced Oil Recovery (EOR) operations. Also en-
visaged are upgrades to gas supply stations and ad-
vanced metering facilities at the Rusayl, Wadi Jizzi and
Al Ghubrah power stations. The project will aso con-
tribute to enhanced processing capacity at the Rusayl
power plant.

A key highlight of OGC’ sachievements|ast year was
the successful commissioning of three compressor
trainsat Buraimi in October, enabling gasimportsinto
Oman viathe Dol phin network. The project, which
channelsan average of 5.6 million standard cubic metres
(Sm3) of Qatari gasper day, also underlines OGC'’ s capa-
bilitiesin devel oping its midstream project management
and operationsexperience, said Al Ojaili.

OGC delivered atotal of 7.9 billion cubic metres(BCM)
of gasviaits huge network in 2008, representing anin-
crease of 7 per cent over 2007 volumes. Average gas de-
mand was estimated at 21.7 million Sm3 per day, with
supplies peaking at 27.5 million Sm3in September 2008.

Oman'’s first bulk liquid storage terminal at Port of Sohar opens
Source: Oman Observer, 25 March 2009

he Sultanate’ sfirst independent bulk liquid storage

terminal was opened yesterday in Sohar Industrial
Port at a celebration held under the auspices of
Mohammed bin Nassir al Khusaibi, Secretary-General of
the National Economy Ministry, in the presence of His
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Highness Sayyid Shihab bin Tareq al Said, Adviser to
HisMajesty the Sultan, and anumber of senior officials.
Ahmed bin Salem al Wahaibi, CEO of Oman Oil Com-
pany (OOC), which isashareholder in the project, said
the opening of the first independent bulk liquid storage



terminal was anew addition to the economic devel op-
ment projects witnessed in the Sultanate under the wise
leadership of His Mgjesty Sultan Qaboos.

Speaking on the occasion, Al Wahaibi said the bulk lig-
uid storage project was one of severa projectsimple-
mented by OOC in partnership with companies of inter-
national reputein the cil, gas and energy fields. These
projectswill contribute to adding val ue to the national
economy, he said. While Oman Oil Company owns 25
per cent of the project, 70 per cent is held by the strate-
gic partner Oiltanking Odfjell Terminalsand CoLLC,
whichisan affiliate of Germany-based Marquard and
BahlsAG. Theremainder five per centisheld by Seven
Seas Company of Oman.

The project aims at providing independent logistic ser-
vicesfor oil and oil derivativesindustry at Sohar Indus-
trial Port including handling of liquid cargoes, operation
of amultipurpose terminal and managing theinfrastruc-
turerelated to export and storage operations, Al
Wahaibi added.

“The potential total capacity of Oiltanking Odfjell
project, expected to be built by the middle of thisyear, is
estimated at 848,500 cubic metres of clean oil and petro-
chemical products, for storage and processing. Part of
the production capacity will be allocated for the storage
of high quality aromatic compounds that will be pro-
duced by the petrochemicals complex of Aromatics
Oman within the Port area,” he added.

Sultanate’s oil exports rose 13.4% in Jan.
Source: Oman Tribune, 14 March 2009

he Sultanate' soil exportsin January, 2009, rose 13.4
per cent to 21.66 million barrels compared to 19.02
million barrel sduring the same period in 2008.

The monthly statistical bulletin published by the Minis-
try of National Economy showed that the total produc-
tion of crude oil and condensates rose 6.7 per cent to
24.002 million barrelsin January 2009 compared to 22.01
million barrels during the corresponding period in 2008.

The average of daily production also rose 6.7 per cent
to 780,005 barrelscompared to 731,005 barrelsduring
the corresponding period in 2008.

Thebulletin said that the average price of Oman oil bar-
rel declined 42.6 per cent in January to $49.97 per barrel
compared to $87.01 per barrel in 2008.

South Koreatopped the oil importsfrom the Sultanate

in January with 5.63 million barrels compared to 1.46 mil-
lion barrels during the corresponding period in 2008,
constituting a284.7 per cent rise.

Chineseimportsdeclined 39.5 per cent to 5.4233 million
barrelscompared to 8.96 million barrelsin 2008.

Thailand importsalso declined 4.4 per cent to 2.89 mil-
lion barrels compared to 3.03 million barrelsduring the
corresponding period in 2008.

The Sultanate' s production of natural gasrose 0.5 per
cent in January to 86.75 million cubic feet compared to
86.353 million cubic feet during the corresponding pe-
riodin 2008.

Gas consumption also rose 0.5 per cent during January
2009 to 86.750 million cubic feet compared to 86.353 mil-
lion cubic feet during the corresponding period in 2008.

Govt set to award two new gas blocks
Source: Oman Observer, 28 February 2009

he government hasfinalised agreementswith two

leading international oil companiesto explorefor
gasin central Oman. Petronas of Malaysiaand Harvest
Energy of Canada are set to be awarded the newly de-
marcated Natih and Al Ghubar/Qarn Alam gasblocksre-
spectively. Formal concession awards are expected to
be signed within amonth, itislearnt. The dealsrepre-
sent yet another major triumph for the government’ s ef -
fortsto bring ininternational playersto explore and de-
velop the country’ s hydrocarbon resources to help meet
burgeoning domestic demand for natural gas.

They also underscore the robust international confi-
dencein Oman’ s macro-economy and the policies of His
Majesty the Sultan’s government, despite the ongoing
global economic downturn. Regional sourcesfamiliar
with the discussions surrounding the imminent conces-
sion awards, say the deals marked the culmination of
protracted negotiations between the partiesinvolved. A
successful breskthrough over these gas blocks, which
have been carved out from the sprawling Block 6 con-
cession of Petroleum Development Oman (PDO), would
not have been possible without the exceptional support
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of PDO and its shareholders Shell and others, itis
pointed out.

As such, PDO has no rights to the natural gas reserves
within Block 6, the Government of Oman being the ex-
clusive owner of all gas resources within this block.
Analysts say the concession awards add to a string of
successes enjoyed by the Omani government in enroll-
ing world-class operators to develop its hydrocarbon
resources. Both Petronas and Harvest Energy are promi-
nent playersin the global hydrocarbon exploration and
production industry. With the signing of the concession
awards, dated for late March/early April, both compa-
niesare also set to maketheir debut in Oman’ s oil and
gas sector.

Mal aysian government-owned Petronas, which will de-
velop the Natih block in central Oman, isafully-inte-
grated oil and gas conglomerate ranked among Fortune
Global 500slargest corporationsintheworld. The com-
pany is actively engaged in the exploration, develop-
ment and production of crude oil and natural gas both
in Malaysiaand abroad. Currently, Petronas has 53 pro-
ducing oil fields and several others under development.

Out of 183 gasfields discovered, 22 are producing with
several more under development. Petronas’ operations
now span around 32 countries around the world.

Significantly, initial gas production from the Natih block
isexpected as early as2012. Harvest Energy, which will
develop the Al Ghubar/Qarn Alam gasblock in the Sul-
tanate, isaCanadian oil and natural gasroyalty trust
based in Calgary, Alberta. Unlike many oil and gas
trusts, which consist only of production fields, Harvest
has both upstream (oil and gas wells) and downstream
(refining and distilling) components. It has assets prima-
rily in Canadawithtotal origind oil in place (OOIP)
amount of 2 billion barrels, and another 1 billion barrels
inoil sands.

Future plansincludedrilling approximately 1,000 new oil
and gaswells on about 3,600 km2 of land which has pre-
viously not been developed for oil and gas production.
In 2006, Harvest acquired North Atlantic Refining which
owns asour-crude hydrocracking refinery in Newfound-
land with acrude capacity of 115,000 barrelsper stream
day. Therefinery exportsover $2 billionin petroleum fu-
els every year.

PDO inaugurates Kauther Gas Plant
Source: Oman Observer, 23 February 2009

Paroleum Development Oman (PDO) yesterday inau

gurated the Kauther Gas Plant at a special ceremony
held under the auspices of His Highness Sayyid Shihab
bin Tareg a Said, Adviser to His Mgjesty the Sultan.

Also present were members of the Royal Family, minis-
ters, under-secretaries, senior government officials,
PDO’ s senior management and local dignitaries. The RO
171 million Kauther Gas plant can process up to 20 mil-
lion cubic metres per day of gas destined for the Omani
market.

The gasis collected via a gathering system involving
lengthy bulk lines, three remote manifoldsand over 40
km of flow-lineshooked up to 14 production wells. The
processed gas is exported to the Government Gas Sys-
tem viaan 85-kilometre pipelinefromwhereitisdeliv-
ered to customersin Muscat and Sohar area. Conden-
sate, valuable hydrocarbon liquids produced along with
thegas, istransported viaa 103 kilometre pipelineto the
Saih Rawl Central Processing Plant and on onto the
MinaAl Fahal crude export termina viaPDO’sMain Oil
Line

“The Kauthar gas plant which we are celebrating its
dedication today represents an important element in the
chain of projectsthat the Ministry of Oil and Gas has
been implementing in recognition of the oil and gas
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sector’ srole in boosting the national economy as well
astheincreasing role of gasin modern life,” said Nasser
bin Khamisal Jashmi, Under-Secretary of Oil and Gas.
“Thisisacritical project undertaken by PDO’s Gas Di-
rectorate of great strategic importancefor Oman’s
economy,” commented PDO’ s Managing Director John
Macolm.

“It wasbuilt in record time and came on stream two
months ahead of schedule.” The Kauther field was dis-
covered in 2001 and development of thefield was fast-
tracked by the Gas Board, representing our 100 per cent
government shareholder Construction of the Kauther
plant started in mid-2005 and invol ved the execution of
four parallel contracts; the Kauther Gas Plant, the gas
and condensate pipeline network, electrical overhead
linesand the field gathering system.

TheKauther field islocated closeto Zahiyah villagein
the Wilayah of Adam. Sincethe project wasfirst con-
ceived, PDO hasworked closely with the village com-
munity to mitigate any inconvenience caused by the
project. PDO hasimplemented anumber of socia in-
vestment projects costing over $2.1 million not only for
the community nearby but for the whole of Wilayat
Adam. Amongst the projects paid for by the company
were the construction of a school and a health centre at
Zahiyahvillage.



Block 8's West Bukha field commences production
Source: Oman Observer, 18 February 2009

AK Petroleum PCL, an oil and gas exploration and

production company based in Rasa Khaimah, an-
nounced yesterday that it has commenced production
from the West Bukhafieldin Oman’sBlock 8 located
offshorein the Strait of Hormuz. Initia flow ratesare
10,000 barrelsof 42 degree API gravity oil and 30 million
cubic feet per day of associated gas from two wells pro-
duced through arecently installed six-slot unmanned
platform located in 90 metres of water some 25 km from
the Musandam Peninsula.

“With the start-up of West Bukha, we are pleased to cel-
ebrate two significant milestones,” stated Abdulaziz &
Ghurair, Chairman of RAK Petroleum’ sBoard of Direc-
tors. “Thisisthefirst offshore dilfield to come on
stream in the Sultanate of Oman and it isalso thefirst
important producing project completed by our com-
pany.” West Bukhawas first discovered in 1976 but was
believed to be a gas condensate field and abandoned as
non-commercial. Drilling of appraisal wells between 2006
and 2008, including an extended horizontal section, by
RAK Petroleum demonstrated significant oil productiv-
ity from the Mishriff-Maudud and Thamamareservaoirs,
leading to the devel opment of thefield.

Production istied through a 12-inch multiphase flow
lineto the nearby Bukha production platform. The
Bukhagas condensate field, aso in Block 8, was devel -
oped in 1994 and today can flow an additional 10to 15

million cubic feet per day of non-associated gas. Output
from thetwo fieldsistransported through a 16-inch, 33-
kilometre multiphase flow lineto shorefor processing at
the Khor Khwair plant in the Emirate of Rasa Khaimah.
Qil and condensate are slated for export while gasis de-
livered toindustrial and commercial usersinthe Emirate.

“Whiletheinternal field structureis complex, we believe
that West Bukha has additional untapped potential
which wewill continueto appraise and exploit in close
consultation with Oman’sMinistry of Oil and Gasand
our partners,” noted Bijan M ossavar-Rahmani, RAK
Petroleum’ s Managing Director and Chairman of its
Board of Directors Executive Committee. He added that
notwithstanding lower world oil prices, the company ex-
pectsto recover its share of the approximate $250 mil-
lioninvestment in West Bukhawithin 30 months of first
production.

The company’ ssubsidiary, RAK Petroleum Oman Ltd, is
Operator of Block 8 with a40 per cent participating in-
terest, with LG International Corp. of Koreaholding a50
per cent participating interest and UK -listed Heritage Oil
Limited holding theremaining 10 per cent. RAK Petro-
leum PCL isregisteredin the Free Trade Zone of the
Emirate of Ras Al Khaimah and is operator of eight other
blockslocated in Oman andin the United Arab Emirates,
of which six arein the exploration phase and two are un-
dergoing appraisal for possible redevel opment.

PDO to push ahead with planned projects despite downturn
Source: Oman Observer, 10 February 2009

roleum Development Oman (PDO) aimsto press
ahead with its planned oil and gas investments de-
spite the sharp downturn in international oil prices,
John Malcolm, Managing Director, announced hereyes-
terday.

Addressing journalistsat PDO’ sannual mediabriefing,
he said the company, which contributesthe lion’ s share
of Oman’s il output and ailmost al of its gas produc-
tion, will work to offset the effects of the crisis through
aprocess of cost reductions and improved efficiency.

“The oil and gas business has always been conducted
inavolatilemarket and, asaresult, our decision-making
has aways erred on the side of prudence. Our long
range planning naturally goes beyond any short term
price fluctuations. We continue to work actively on de-
veloping awide range of new projectswhich will ensure
our ability to continue producing oil and gas at a sus-

tainablelevel for the coming decades.

These projects represent a portfolio of options for our
shareholders as we go forward. To date, no planned
project has been cancelled. Quite the opposite,”
Malcolm declared. The company ishoping to achieve
cost savings of as much as 10 per cent partly through
internal cost reduction measures, aswell as by capitalis-
ing on the benefits resulting from lower commodity
prices and the changed market conditions, which he
noted, would impact positively on PDO’ s capital and
operating costs.

Notwithstanding the oil price slump, PDO ismoving
ahead with the ongoing implementation of itsthree big-
ticket enhanced oil recovery (EOR) projects, Malcolm
said. All three ventures— the miscible gas project at
Harwesl, the steam injection project at Qarn Alam, and
the polymer injection project at Marmul — remain eco-
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nomic even at current oil prices, he stressed.

Furthermore, the company’ sboard isalso dueto meetin
the coming months to weigh aproposal for investment
in PDO’ sequally capital intensive Amal steam project,
the managing director said. Giving his assessment of
PDO’ s performance during the past year, Malcolm de-
scribed 2008 as achallenging, but successful year. Qil
production was on target at over 556,000 barrel s of oil
per day (bpd), which waswell within the company’ star-
get range of 540,000-560,000 bpd, he said.

Combined with condensates — the val uable hydrocar-
bon liquids produced along with gas, this output in-
creased to 633,000 barrels per day (bpd) in 2008 com-
pared to 607,000 bpd 2008 ayear earlier. PDO’ stotal hy-
drocarbon production for 2008 wasin excess of one mil-
lion barrelsaday of oil equivalent when included with
natural gas output. “ This was achieved despite difficult
operating conditions, notably an overheated contract-
ing market that led to delaysin obtaining resources
both in terms of manpower and equipment,” Malcolm
noted.

Among the notable highlights of the year, the managing
director said, wasthe overal increasein natural gasand
condensate output, which stood at 467,000 barrels of oil
equivalent aday. In 2008, condensate output grew from
48,000 bpd to over 77,000 bpd, an increase of more than
50 per cent. Thiswaslargely dueto thefirst full year of
operations of the Kauther gas plant, which came on
streamin late 2007, hesaid.

Whileoil output during 2009 is projected to remain at
current levels of 540,000-560,000 bpd, condensate pro-
duction however ispoised to climb to 80,000-90,000
bpd. PDO’ s Gas Directorate, which in October cel-
ebrated three decades of uninterrupted gas supply to

the nation, isimplementing arange of new projectsto
sustain the company’ s gas production capability over
the next fiveyears.

Following the commissioning of the giant Kauther gas
plantin November 2007, anew field devel opment
project at Haban was successfully brought on stream.
Three new compression projects were also completed at
Barik, Yiba and Saih Nihayda, Malcolm said. In other
successes of the past year, PDO completed its upgrade
of theMusallimfield, resulting in atripling of thefield's
oil output. One of many waterflood developments being
pursued by PDO, the Musallim project will sustain the
company’ soil production whilethe EOR projectsare
completed and come on stream over the coming years.
At Musdlim PDO drilled atotal of 50 new wellsand
built anew plant capable of handling 130,000 bpd of oil
and water.

Meanwhile, development of itsthree major EOR projects
areprogressing at full stream, the Managing Director
said. At Harweel in south Oman, PDO ismaking solid
headway in the implementation of theworld’ sbiggest
miscible gas project. When fully commissioned, the
plant will contribute more than 40,000 bpd of additional
oil output. Equally ambitiousis PDO’ ssteam injection
project in Qarn Alam, in central Oman, whichwill con-
tribute an extra40,000 bpd of new oil.

The project involvesthedrilling of some 130 wellsand
installing facilitiesto treat water and inject around
18,000 tonnes per day of steam. A key highlight of the
project isthe installation of waste heat recovery steam
generation units tohel p save the company over 50 mil-
lion cubic feet of gas per day aswell as reduce the pro-
ject’ scarbon footprint. At Marmul in south Oman the
company is preparing to commission apolymer injection
unit, which will add afurther 10,000 bpd to its oil output.

PDO discovers three new fields
Source: Timesof Oman, 9 February 2009

roleum Development Oman (PDO) has announced
thediscovery of three new ail fields. Appraisal wells
drilled by the PDO in 2008 have al so revealed additional
volumes of hydrocarbonsin existing oil and gasfields.

Announcing the discovery, PDO Managing Director
John Malcolm said; “ The fact that the new oil discover-
ies were brought on stream quickly meansthat they are
aready contributing to PDO’ s ail production.”

Hewas spesaking at the company’ sannual mediabrief-

ing held here yesterday to review its performance over
the previous year and cast light on its future plans.
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John Malcolm said that two of the new oil fields—Taliah
and Malaan West -- were found amongst PDO’s
Lekhwair cluster of fieldsin northwest Oman. “ They are
both part of the Upper Shuaiba geol ogical formation,
which contains many of thereservoirsof PDO’smain
fields,” hesaid.

The discovery of the third oilfield, Rabab Southeast, he
said, confirmed the preliminary results of well teststhat
the company had mentioned early last year. First oil pro-
duction from Rabab Southeast is expected later thisyear
through the existing conventional production facilities
at Harwesl, in south Oman.



Stating that 2008 was a challenging but successful year
for PDO, he said: “ Our production of hydrocarbon lig-
uids, by which | mean crude oil and condensates, has
increased compared to the previousyear. Last year, pro-
duction of oil and condensate totalled 633,000 barrels
per day (bpd) compared to 607,000 bpdin 2007.”

For the third year running, PDO produced in excess of
onemillion barrels per day of oil equivalentintheform
of crude oil, natural gas and condensate.

“Once again, our oil production was on target at over
556,000 barrelsof oil per day, comfortably within our tar-
get range of 540-560,000 barrels per day,” he said.

Informing that akey performer within PDO wasthe Gas
Directorate, which in October celebrated 30 years of un-
interrupted gas supplies to the Sultanate, he said, “In
2008, gas and condensate output stood at 467,000 bar-
relsof oil equivalent aday.”

About the extent to which the recent fall in oil prices
has affected business, Malcolm said: “As an operating
company, PDO’sgoal isto create along term sustain-
able source of wealth for the Sultanate.

“Werecognisethat, in the short term, lower oil prices
mean lower revenue for the government and we can
help to offset this by reducing our costs and improving
efficiency. And we are doing just that.”

Stating that at this stage, it wasimportant to point out
that all PDO existing projects were based on robust as-
sumptions and conservative economics, he said, “That
sensible approach is now proving itsworth. While our
three mgjor EOR (Enhanced Oil Recovery) projectsrep-

resent very significant capital investmentsfor our
shareholders, they are economic even at current oil
prices.”

Mal colm said PDO’ slong range planning naturally went
beyond any short term price fluctuations. “We continue
to work actively on developing awide range of new
projects which will ensure our ability to continue pro-
ducing oil and gas at a sustainable level for the coming
decades. Within the next few monthsfor example, our
board will be discussing a proposal on an investment
decision for the Amal steam project.”

Looking ahead to 2009, he said PDO’ s combined oil and
condensate production would continue to grow.

“For the first time since we started these presentations,
our oil target for the coming 12 monthsisthe same as
the previousyear: 540,000-560,000 bpd. Condensate
productionis set to continue growing to 80,000-90,000
bpd, setting the scene for another year-on-year risein
liquid hydrocarbon production. Gas productionis
harder to predict because it depends on external factors,
notably the call on our gasfrom customers. Inthisarea,
continuing the past 30 years of uninterrupted gas sup-
ply to the Muscat area, and supplying all our gas cus-
tomerswith their requirementswhen they need it, will
remain atop priority.”

Mal colm stressed that PDO’ s oil and gas exploration ac-
tivitieswould actually increase significantly thisyear
compared to 2008, building on the many successful dis-
coveries we have been able to announce over the past
few years. “ Thisisafirm demonstration of how weare
continuing to invest today to deliver the medium and
long term future of thisgreat country,” he said.

Oman to raise oil production
Source: Timesof Oman, 9 February 2009

he Sultanate of Oman aimsto boost itstotal petro-

leum output for the second consecutive year in
2009 and plansfor total crude and oil condensate out-
put of 805,000 barrels per day (bpd) in 2009, up from
757,000 bpd in 2008.

“The efforts exerted by the Ministry of Oil and Gas over
the past years together with PDO and the other oil com-
panies operating in the Sultanate have led to increasein
the Sultanate’ s crude oil and condensates’ production
from 710,000 barrel s per day in 2007 to 757,000 barrels
per day in 2008, said Nasser bin Khamis Al Jashmi,
undersecretary, Ministry of Oil & Gas.

He also added that it is planned to increase the daily
production thisyear to 805,000 bpd.

He was speaking on the occasion of Petroleum Devel-
opment Oman’ sannual mediabriefing here yesterday to
review the company’ s performance over the previous
year and cast light on their future plans.

Stating that the oil and gas sector as any other eco-
nomic sector is affected negatively or positively by the
world market fluctuations, he said, “ The current low oil
price which has dropped over the past few monthsto
lessthan $40 compared to the $147 pricethat prevailed
during thefirst half of last year bearswitnessto this.”

However, Al Jashmi stressed that the oil and gas sector
is going ahead with executing the projects that have al-
ready been committed earlier. As part of efforts to boost
output, it plansto award five exploration licencestoin-
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ternational oil firmsthisyear.

“Thisisin order to strengthen the country’s oil and gas
production as an important element for the national
economy. In this connection, the Ministry is planning to
offer five new concession areas this year to prospec-

tors,” he said.

Inthiscontext Al Jashmi informed that the ministry has
recently awarded the Canadian Epsilon Energy acon-
cessionfor oil and gasexplorationin block 55inthe
Wustaregion.

Quantity of oil used at Oman Oil Refineries up 66.7pc
Source: Timesof Oman, 30 January 2009

he quantity of oil used at Oman Oil Refineriesand

Petrochemicals Companiesrose by 66.7 per cent to
28,856,700 barrelsduring thefirst nine months of the
year 2008, as compared to 17,305,900 barrelsduring the
same period in 2007, according to the statistics bulletin
issued by the Ministry of National Economy.

The production of the company rose by 66.7 per cent by
theend of September 2008 to hit 28,856,700 barrelscom-
pared to 17,305,900 barrelsduring the same period in
2007, the statistics added. The products included super
and regular car petrol.

Super petrol production rose by 31 per cent to 2,568,400
barrels by the end of September 2008, as compared to
1,961,100 barrel sduring the same period in 2007.

Production of regular petrol rose by 215.9 per cent to

2,272,600 barrelsduring thefirst nine months of the year
2008, as compared to 719,400 barrel sby the end of Sep-
tember in 2007.

Production of aircraft fuel rose by 56.7 per cent to
2,289,800 barrel sby the end of September 2008, ascom-
pared to 1,460,900 barrel s during the corresponding pe-
riodin 2007.

Production of diesel, rose by 95.5 per cent to 6,089,600
barrels by the end of September 2008, as compared to
3,115,300 barrel sby the end of September 2007. The bul-
letin said production of petrol gas (Biotin) fell by 4.7 per
cent to 694,000 barrels by the end of September 2008, as
compared to 728,300 barrel s by the end of September
2007. Refinery wasterose by 50.9 per cent to 13,761,500
barrels by the end of September 2008, as compared to
9,122,600 barrels during the same period in 2007.

Octal Petrochemicals opens Mideast’s largest PET plant
Source: Timesof Oman, 19 January 2009

man-based Octal Petrochemicals has started opera-

tions of its second PET plant in the southeast port
city of Salalah, it was announced yesterday. The new fa-
cility hasacapacity of 300,000 metric tonnes per annum,
making it the largest PET resin plant of itstypeinthe
Middle East and the largest clear rigid PET sheet plant
intheworld.

Food and consumer packaging marketsinthe US, Eu-
ropeand Chinaare Octal’ s primetargetsin 2009. The
first orders of PET resin to Europe have been shipped
this month, and Octal expectstotal per annum salesto
reach $400 million by the end of thisyear.

Octal Chairman Sheikh Saad Suhail Bahwan said: “The
new plant marksthe company’ semergence asaglobal
player in PET resin and clear rigid sheet packaging. Our
investment delivers dramatically enhanced scale, break-
through technology, and crucia cost and quality advan-
tages at atime when customers need them most.”
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In just over two years, Octal has become the largest ex-
porter from the port of Salalah and agrowing local em-
ployer.

Octal usesworld-first technology to produce clear rigid
PET sheet directly from melted PET resin, delivering sig-
nificant energy savings and enhancements to the qual-
ity and clarity of thefinal product.

NicholasBarakat, Octal managing director, said: “ Our
patented DPET technology uses a single-phase reactor
tointegrate PET resin and sheet manufacture. Thetech-
nology bypasses the expensive PET drying and melting
process of conventional clear rigid sheet manufacture,
producing PET sheet with superior optical and mechani-
cal properties and using 65 per cent less energy.”

“The new technology involves enhanced gauge con-
trol, creating additional cost savings by achieving
higher yields. Our production processes also meet strin-
gent environmental standards — we only use recycled



municipa wastewater and PET is 100 per cent recy-
clable”

Octal employs 250 staff, mostly in Salalah, and plansto
hire another 100 thisyear. Thefirst batch of graduates
from Salalah Training Collegewill begin work experience
training at Octal in February. The collegeintroduced a
dedicated polymerstraining course with Octal in Octo-
ber last year.

Itisthefirst course of itstypein Oman and 43 students
arecurrently enrolled. Around 30 per cent of Octal’ sem-
ployeesare Omani nationals.

Barakat said: “ Asalargeinvestor in the Oman economy,
we are committed to offering employment opportunities
to the best Omani talent. We have high expectations of
our collaboration with Salalah Technology College and
look forward to receiving our first graduates next
month.” Octal’ sintegrated PET resin and clear rigid
sheet production plant was built at an initial cost of
US$350 million, complementing an existing PET sheet

plant openedin Salalah Free Zonein late 2006. Total
PET resin capacity is 150,000 metric tonnes per annum
and PET sheet capacity isnow 180,000 metric tonnes
per annum. A second phase of expansion will be com-
pletedin early 2011, increasing capacity in PET resin by
another 500,000 metric tonnes. At thisstage, Octal will
bethe largest PET resin company on one site outside
China.Barakat said: “ Phase oneisnearing completion
and we remain on track with phase two.

Despite the global economic challenges, regiona inves-
tor interest remains strong and the capital isin placeto
deliver on our stated growth plans.” Worldwide sales of
clear rigid PET sheet packaging and PET resinswere
morethan $2.5 billion and $15 billion respectively in
2006.

“We are seeing a backlog of ordersin the US and inter-
national markets. Our strategy isto focusonthelarge
volume packaging producers who va ue maximum gloss
and clarity in plastic consumer packaging and enhanced
durability.”

Epsilon Energy awarded Block 55 concession
Source: Oman Observer, 26 January 2009

anada-based internationa oil firm Epsilon Energy
imited has been awarded the concession to ex-

plorefor oil and gasin Block 55 in the Wusta region of
the Sultanate. An agreement to this effect was signed
here yesterday between Dr Mohammed bin Hamed al
Rumhy, Minister of Oil and Gas, and Fred Zasi zki, Presi-
dent and Chief Operating Officer of Epsilon Energy In-
ternational, the corporation’ sinternational division.
Covering an areaof 7,564 sq kilometres, Block 55 was
earlier part of the sprawling Block 6 concession of Pe-
troleum Development Oman (PDO), the Sultanate’ s prin-
cipal oil and gas producer.

PDO relinquished the block in 2005, one of several areas
carved out over the years from its Block 6 concession to
alow for international oil firmsto step in and support
the exploration and devel opment of hydrocarbonsin the
Sultanate. Block 55 isEpsilon Energy’ sfirst acquisition
inthe Sultanate. Asoperator, the company iscommitted
toinvesting aninitial amount of $50 millioninthedrill-
ing of anumber of exploration wellsand conducting 2D
and 3D surveys of the block during the exploration
phase. According to Bader Ali a Sariri, Director of Pe-
troleum Concessions at the ministry, an exploratory well
drilled by the previous operator had yielded evidence of
the block’ s hydrocarbon potential.

However, it was believed at the time that devel opment
was economically unviable, hesaid. “Hopefully, with
the new technology (of today), the company will be able

to unlock the reserveswithin the block,” the officia
noted. Epsilon Energy Ltd isengaged in the exploration
of oil and natural gasreservesin North America, the
Middle East, and Africa. The company has exploration,
devel opment and production rightsto approximately
925,000 gross (265,000 net) leasehold acresin the United
States and Canadaand approximately 1,400,000 (791,000
net) leasehold acresin neighbouring Y emen.

The corporation employs the strategy of acquiring oil
and natural gasleasehold rights near areas of existing
established production, with the goal of converting the
acquired leasehold rightsinto proven oil and natural
gas reserves, followed by production. Meanwhile, the
Ministry of Oil and Gasis planning to offer afurther five
blocksfor exploration and devel opment through acom-
petitivelicensing round thisyear, Al Sariri said. “We
hope to attract interested biddersto participate in this
bid round, and hopefully close deals with them by the
end of thisyear,” the official told the Observer.

Of thefive blockson offer, one (Block 50) will be off-
shore. Therest — Blocks 36, 38, 39 and 42 — areall on-
shore. Present at yesterday's Exploration and Produc-
tion Sharing Agreement signing were anumber of senior
officialsof the Ministry of Oil and Gas. Inremarksat the
event, Dr Ziad Khamisa Siyabi, Director Generd of Pro-
duction and Devel opment of Oil and Gas, welcomed the
Epsilon Energy onitsmaiden foray into Oman'soil and
gas sector.

OGWA 2010 Market Report 39



Oman Oil Refinery oil processing up over 100pc
Source: Oman Observer, 6 December 2008

he quantity of oil processed at Oman Oil Refineries

and Petrochemical company rose by 110.1 per cent
to 22.4 million barrelsduring thefirst seven month of
theyear 2008, as compared to 10.6 million barrelsduring
the same period in 2007, according to the statistical bul-
letin issued by the National Economy Ministry. The
productsincluded super and regular car petrol. Super
petrol production rose by 62.9 per cent to 1.9 million
barrels by the end of July 2008, as compared to 1.18 mil-
lion barrel s during the corresponding period in 2007.

Production of regular petrol rose by 269.4 per centto 1.8
million barrels during the first seven months of thisyear,
as compared to 495,600 barrelsby theend of July in

2007. Production of Aircraft fuel rose by 97.2 per cent to
1.8 million barrels by the end of July 2008, as compared
t0 9,228 barrelsduring the corresponding period in 2007.
Production of diesel, rose by 162.2 per cent to 4.7 million
barrels by the end of July 2008, as compared to 1.8 mil-
lion barrels by the end of July 2007.

The bulletin said production of petrol gas (Biotin) fell

by 8.2 per cent to 535,300 barrels by the end of July
2008, as compared to 582,900 barrels by the end of July
2007. Production of refinery waste rose by 109.5 per

cent to 11.2 million barrels by the end of July 2008, as
compared to 5.3 million barrelsduring the same period in
2007.

Crude oil exports fall 3.6 per cent
Source: Timesof Oman, 29 November 2008

he Sultanate’ sexports of crude oil declined 3.6 per

cent during thefirst nine months of 2008, against
the same period in 2007, according to datareleased by
the Ministry of National Economy. Thetotal exports of
crudeoil stood at 161,67.4 million barrelsduring thefirst
nine monthsof 2008, against 167,166.8 million barrels
during the same period in 2007, congtituting a 3.6 per
cent decline, the statistical bulletin published by the
Ministry of National Economy said.

Sultanate’ stotal production of crude oil and conden-
sates stood at 205,507.5 million barrel sby the end of
September 2008, against 193,41.7 million barrelsduring
the same period in 2007, constituting a6.5 per cent, rise.

Theaverage daily production stood at 750,000 barrels
by the end of September 2008 against 707,001 barrels
during the same period in 2007, constituting a6.1 per
cent, rise.

Thebulletin said that the average price of Oman oil per
barrel rose by 66.2 per cent during the first nine months

of 200810 $103.87 per barrel, against $62.50 per barrel
during the same period in 2007.

Chinatopped the countriesimporting Omani oil asitim-
ported 82,19.9 million barrelsduring thefirst nine
monthsof 2008, against 77,761.4 million barrelsduring
the same period in 2007, constituting a5.5 per cent, rise.

Japan came second, asit imported 22,598.2 million bar-
relsby the end of September 2008, against 21,825 million
barrels, congtituting a3.5 per cent, rise.

Thailand camethird asit imported 19,665.2 million bar-
rels, against 30,509 million barrel s during the same pe-
riodin 2007, congtituting a35.5 per cent, decline.

The Sultanate’ s production of natural gasfell by one
per cent during thefirst nine months of 2008 to 802,203
million cubic feet (mcf), against 810,708 (mcf) during the
same period in 2007. Gas consumption also fell by one
per cent by the end of September 2008, to 802,203 mcf
against 810.708 mcf during the same periodin 2007.

Block 62 concession awarded to Oxy
Source: Oman Observer, 23 November 2008

man’ sgovernment yesterday signed alandmark

concession agreement covering the exploration
and development of potential gasreservesin Block 62
(Habibah) inthe Dakhiliyaregion. Dr Mohammed bin
Hamad a Rumhy, Minister of Oil and Gas, signed the Ex-
ploration and Production Sharing Agreement (EPSA) on
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behalf of the government, with Occidental Oman Gas
Company, asubsidiary of energy major Occidental Pe-
troleum. Oxy’ s partnersin the project are Oman Oil Com-
pany, awholly owned energy investment of the Omani
government, and the Sixteenth I nvestment Company, a
special purpose vehicle owned by Mubadala Develop-



ment Co, which inturnisawholly owned entity of the
government of the Emirate of Abu Dhabi.

Representing Oxy at the signing ceremony was Glenn
Vangolen, President & General Manager of Occidental
of Oman Inc. Oman Oil wasrepresented by its CEO,
Ahmed bin Salim al Wahaibi, while Maurizio LaNoce,
Executive Director, signed for Mubadala. Occidental
Oman Gas, as operator of Block 62, along with its part-
nersare committed to investing around $500 millionin
exploration activitiestargeting Habibah' sgas potential.
Part of thisinvestment will go towardsdrilling explor-
atory wells, appraising and developing four fieldsand
installing gastreatment facilities at Habibah.

Later inremarksto the Observer, Dr Al Rumhy said the
concession award represented another successful
breakthrough in the Ministry’ s ongoing effortsto bring
in new playersto develop and explorefor new gasre-
serves. “Thisisin continuation of that strategy that
ended up bringing British Gas and BPinto the country.
We dliced off three blocks which were under PDO’ sex-
ploration activities on behalf of the government. The
first of these blocks (earmarked for new companies) was
signed away today. By January, we hope to be ableto

sign two more concession agreements specifically for
g$.ﬂ

Asoperator of the 2,269 sq km block, Oxy will endeav-
our to assess the entire gas potential of the concession,
Dr Al Rumhy said. “ Thereisasmall discovery of shal-
low gas, but thisis not the focus of this project. Rather
thefocusisthe exploration part of it. Wethink thereisa
gas potentia similar to BP sblock (61), but wedon't
know yet. But the company is committed to carrying out
extensive explorationinthisblock.”

Occidenta’ s Glenn Vangolen welcomed the award of the
Block 62 concession as areflection of the Omani
government’ s confidence in the company and its part-
ners. “It’ sanother piece of Oxy’ sportfolio here.

We can help in expanding the gas business the country
needs so much,” he commented. Earlier, Ali bin Thabit a
Battashi, Director General of Planning and Studiesat the
Ministry of Oil and Gas, who headed the government
side in negotiations leading to the Habibah concession
award, praised the “ cordial, constructive and positive
spirit” that contributed to a successful agreement on
Block 62.

$500m to develop new Block 62 gas reserves
Source: Oman Observer, 22 November 2008

he Government will sign today amajor concession

agreement aimed at harnessing potentially attrac-
tive gasreservesin the Habiba (Block 62) area of central
Oman. Capital investmentsin the exploration and devel-
opment of the block’ s gas potentia are in the order of
$500 million, it islearnt. Dr Mohammed bin Hamed &l
Rumhy, Minister of Oil and Gas, will ink the concession
agreement on behalf of the government with a consor-
tium comprising international energy major Occidental
Petroleum, M ubadala Devel opment Company of Abu
Dhabi, and the wholly-government owned energy in-
vestment firm Oman Oil Company. Exploration and de-
velopment of the block’ sreserveswill be undertakenin
joint venture with the Government of Oman.

Hitherto part of the sprawling Block 62 concession of
Petroleum Development Oman (PDO), the Habibablock,
coversan areaof around 2,700 sg kms. Occidental will
be the operator of the Block 62 concession, which is be-
lieved to hold sizeable reservesin deep gas fields.
Today’ s concession agreement is the latest in a succes-
sion of breakthroughs by the Ministry of Oil and Gasin
enlisting international energy majorsinthe
government’ s continuing quest to explore and develop
the country’ s gas potential to help meet the escalating
demand for natural gas.

In February 2007 the government signed up energy gi-
ant BP to appraise and develop gas reserves contained
within Block 61, a2,800 sq km areathat includesthe
Khazzan and Makarem gasfields. Successful devel op-
ment of these ‘tight’ gas reservoirs could open up
around 30trillion cubicfeet (TCF) in potential gasre-
serves. A joint decision by BP and the Oman govern-
ment to proceed with full field development is expected
before early 2013. First gasfrom BP sKhazzan and
Makarem fieldsisprovisionally forecast in 2010 at arate
of 200 million standard cubic feet per day (mmscfd), ris-
ing to 1,000 mmscfd, and possibly to 2,000 mmcfd by
2020.

Earlier, in April 2006, the British-based international en-
ergy firm, BG was awarded the Block 60 concessionin
central Oman containing the gas-rich Abu Butabul field.
Potential gasreservesare estimated at 8 TCF in Block
60, which isalso believed to hold other exploration
prospects. Contingent on a successful appraisal
programme, thefirst commercia gas production could
start asearly asthe end of 2010. However, in afurther
effort to explore for new reserves and accelerate the de-
velopment of known deposits, the Ministry of Oil and
Gas announced earlier thisyear plansto offer five gas
blocks under anew round of licensing.
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Likethe Khazzan-Makarem, Abu Butabul and Habiba
fields, the proposed blocks are currently within the PDO
concession area(Block 6). With Omanincreasingly pin-
ning its economic prosperity on gas, exploring and de-
veloping new reservesisatop priority for the ministry.

Towards this goal, the government is enlisting the sup-
port of theworld’ sleading oilfield firmswith the finan-
cial and technical wherewithal to develop increasingly
challenging reserves. Occidental (Oxy), named the op-
erator of Block 62, isaready amajor contributor to
Oman’ soil and gas output. The company’s Oman opera-
tionsare concentrated at the giant Mukhaiznaoil field in

south-central Oman, the Safah field in northern Oman,
and adjacent areas.

Oxy’ sfellow partnersin the HabibaBlock 62 devel op-
ment — Mubadalaand Oman Oil Company — arealso
among the sharehol dersin the Mukhaizna project
alongside the government of Oman. LiwaEnergy, a
wholly owned subsidiary of Mubadala, hasa 15 per
cent stakein the Mukhaiznaproject. Oxy and the other
partnersinthe project aimtoinvest over $4.5billionto
implement large-scal e steam flood facilitieswith the ob-

jective of increasing production from the Mukhaizna

field to 150,000 barrels per day by year 2012,

Oman Shipping Company celebrates
launch of ‘Al Dugm’ oil tanker
Source: Timesof Oman, 14 November 2008

man Shipping Company (OSC) celebrated, here
esterday, the launch of Al Dugm oil tanker asthe
13th vessal of the company’ s fleet.

The celebration was held under the auspices of Salim
bin Mohammed Al Nuaimi, undersecretary of theminis-
try of transport and communications for transport and
member of company’ sboard, in the presence of anum-
ber of the company’s officials.

Al Nuaimi, in the company of anumber of officias,
toured the various sections of the vessel, which is
manufactured by the Japanese Imabari Shipbuilding
Company. They were briefed on the various equipment
and controls and the design of the vessel.

Thevessdl, designed to carry 309,000 tonnes of crude,

is333 metresin length, 60 metresin width and hasa
mask height of 29 metres. Thevessal’ sspeedis 16.2
knots/ hour.

“The induction of the vessel into service was one of the
company’ s achievementsin strengthening the capabili-
tiesof the OSC in the light of the market requirements,”
said Al Nuaimi.

The Al Dugmisthethird carrier to operatein oil trans-
porting and would be commercially and directly oper-
ated by GS Caltex Company for five years after which it
would operatein theinternational markets as planned,
hesaid.

Al Dugm entering into service would contribute to the
increase in the company’ s revenues, he added.

PDO opens Mussallim facility
Source: Oman Observer, 11 November 2008

Petroleum Development Oman (PDO) inaugurated its
new production facilitiesat the Mussallim oil fieldin
central Oman recently.

The new units wereinaugurated by managing director
John Malcolm and Oil North Director Saif Al Hinai ina
ceremony marking the compl etion of the two-and-a-half-
year project.

PDO hasbuilt anew unit and upgraded an existing unit
at thefield's processing station. As aresult, throughput
capacity at the Mussallim station has risen from 100,000
to 230,000 barrels per day of gross production of oil and
water. The new facilitieswill cater to additional 50 wells.
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Aspart of theMussallim field expansion project, PDO
has also successfully drilled 24 new producing wells
and installed new processing facilities, which havere-
sulted in athreefold increasein oil production.

The Mussallim project is one of the company’ scritica
secondary-recovery projects which are needed to sus-
tain PDO’ s ail production before enhanced oil recovery
projects come onstream over the next few years.

“Thisisamajor achievement undertaken in record
time,” said Al Hinal. “ Theimplementation team success-
fully fast-tracked the project by using an existing facility
design”, he added.



Macki, Magbool explore ways for

joint investment projects with Petrobras
Source: Timesof Oman, 5 November 2008

hmed bin Abdulnabi Macki, minister of national

economy and deputy chairman of the Financial Af-
fairsand Energy Resources Council and chairman of
Oman Shipping Company (OSC), and Magbool bin Ali
Sultan, commerce and industry minister and chairman of
Oman Oil Company (OOC), met Mario Carmenshi, chief
executive officer for oil and gas exploration at the Brazil-
ian oil company Petrobrasin Braziliaon Monday.

During the meeting, Macki expressed the Sultanate
government’ s keenness to establish joint investment
cooperation between the two countries in anumber of
developmental sectors.

“We, in the Sultanate of Oman, have investment oppor-
tunitiesthat Brazilian compani es can enter into, espe-
cialy sincethe Sultanate follows afree economic policy
and encourages foreign investment which can achieve
mutual interests and enhance bilateral cooperation,” he
said.

Meanwhile, Magbool said Petrobras could enter intoin-
vestment projects being implemented by the govern-
ment, through OOC, which have today investment
projectsin oil, gas, petrochemicals and energy fields

world wide.

He stressed the importance of exchanging visits be-
tween OOC and Petrobras officials, to identify poten-
tials and opportunities of each side to establish joint in-
vestment projects.

On histurn, the Petrobras CEO underlined theimpor-
tance of thevisit. “Wewill despatch anumber of offi-
cials and geologists during the forthcoming days to the
Sultanate to explore the possibility of establishing joint
investment cooperation with OOC, particularly aswe
know that the Sultanate possesses geographical and
natural potentials which would encourage geol ogists to
study it and decide the possibility of exploitation.”

Petraobras, with the Brazilian government having 50 per
cent stake, is operating in expl oitation of oil and gas, en-
ergy, refineries, petrochemicals, petrol filling stations
and storage.

Petrobras, with 50,000 staff and investmentsin 14 coun-
tries, 700 petrol filling stations, 11 refineriesand 100 oil
rigs, produces 2.2 million barrel of oil per day.

Oman signs gas deal with Brazil for Sohar project
Source: Oman Observer, 2 November 2008

man and Brazil sighed here yesterday an agreement

for the supply of gasfor 20 yearsfor a project of
the Brazilian-based Vale company which will beset upin
Sohar Industrial Port. The agreement was signed by
Ahmed bin Abdulnabi Macki, Minister of National
Economy and Deputy Chairman of the Financial Affairs
and Energy Resources Council, and the Chairman and
CEO of Vale. The ceremony was attended by Magbool
bin Ali Sultan, Minister of Commerceand Industry, and
the Omani delegation.

“The agreement comes as part of the Sultanate
government’ sinterest to lure foreign capital to set up
major industrial projectsthat meet the needs of thelocal
and international marketsin fields such assteel, aswell
asproviding job opportunitiesfor Omanis’, Macki told
Oman News Agency. Thework on the Vale project,
worth $1 billion, will begin at Sohar Industria Port be-
forethe end of thisyear. It will produce 10 million
tonnes of steel ore.

Valeisthe second biggest international company in ex-

ploration and production of steel ore. The company will
providetheraw materialsfor the project from Brazil, he
added. “One of the aims and strategies of the Sultanate
isto set up major economic ventures with companies
that own solid experience and international branding as
thiswill ensure the success of the projectsand helpin
realising the prospective financial gainseither inside or
outside the Sultanate”.

Macki and Magbool a so met the chairman, CEO and se-
nior executives of Vale. They discussed topics onimple-
menting industrial and commercial venturesin steel and
products of steel ores. Macki highlighted Oman's eco-
nomic policiesto encourage foreign capital to set upin-
vestment ventures in the Sultanate. He also pointed out
that the Sultanate encourages direct foreign investment
after ensuring economic feasibility and that the venture
will realise the prospective aims behind its construction.
Magbool pointed out that the outcome of the studies
undertaken by the Sultanate on mineralsindicate that
Vale may use these mineralsin setting up other indus-
tries.
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Dolphin turns on gas supply for Oman
Source: Gulf News, 1 November 2008

olphin Energy Limited has begun supplying gasto

Oman, compl eting the strategic Qatar-UAE-Oman
natural gasgrid first proposed in 1999, the company
said in astatement.

The company announced that Dol phin gas from Qatar
was now flowing to the Sultanate for the very first time,
aspart of a25-year Gas Sales Agreement (GSA) signed
in2005.

Dolphin’sgasis produced offshore Qatar and is pro-
cessed onshore at its Ras Laffan gas processing plant.
The gasis then compressed and pumped through the
export pipe-lineto Dol phin’ sreceiving facilitiesin Abu
Dhabi for distribution to customers.

Supplies for Oman subsequently flow across the coun-
try viathe company’ s Eastern Gas Distribution System

(EGDS) to Al Ain, wherethe EGDS connectswith anew
Omani pipeline onthe Oman border.

Dolphin Energy began to deliver gasto UAE customers
in July 2007 with an average of 2 billion standard cubic
feet of gasaday (scf/day) since February 2008. Oman
will bereceiving some 10 per cent of this quantity, 200

million scf/day, under the terms of the GSA.

Dolphin Energy’ sCEO, Ahmad Ali Al Sayegh said:
“Thisisahistoric moment for Dolphin Energy - itis
equally significant for the three nationswho have em-
braced and supported the Dolphin Gas Project from the
very beginning.

“We have always been grateful for Oman’s supply of
gastoour Al Ain-Fujairah pipelineproject in 2004,
which enabled us to deliver much needed gasto the
Northern Emiratesthreeto four yearsearlier thanif we
had waited for completion of our Qatar facilities.
“Now Dolphin, initsturn, can contributeto Oman’s
own future economic growth.”

Dolphin Energy Limited was created to devel op sub-
stantia energy projects throughout the GCC and to cre-
ate long-term economic wealth and new business op-
portunitiesfor GCC citizens, far into thefuture.

Dolphin Energy isowned 51 per cent by Mubadala De-
velopment Company, on behalf of the Government of
Abu Dhabi - and 24.5 per cent each by Total of France
and Occidental Petroleum of the USA.

Sultanate’s oil revenue shoots up 68% to hit RO4,088m
Source: Oman Tribune, 1 November 2008

he Sultanate’ s government revenuerose 47.2 per

cent to RO5,787 million during thefirst eight
monthsof 2008, against RO3,930.1 million during the
same period in 2007.

The monthly statistical bulletin issued by the Ministry
of National Economy attributed thisto a68.4 per cent
risein the Sultanate’ s oil net revenue which stood at
R0O4,088.6 million by the end of August 2008, against
R0O2,427.4 million during the sameperiodin 2007, and a
64.4 per cent risein customs duty earnings which stood
at RO121.3million, against RO73.8 million.

Coorporatetax revenuerose 30.6 per cent to RO221.6
million, against RO169.7 million during the same period
in2007. Capital revenuerose 113.1 per cent to RO53.5
million against RO25.1 million. Other revenuerose 15 per
cent to RO768 million against RO668 million.

Gasrevenuefell 5.7 per cent by the end of August 2008
to RO534 million against RO566.1 million during the cor-
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responding period last year.

The government’ stotal general expenditurerose 28.7
per cent during the first eight months of 2008 to
R0O4,219.3million, againgt RO3,277.7 million during the
same period in 2007.

Therisein general expenditureresulted from a15.9 per
cent increase in current spending which stood at
R0O2,582.6 million, asagainst RO2,228.8 million during
the same period in 2007 and a38.5 per cent riseinin-
vestment spending which amounted to RO1,246.8 mil-
lion, against RO900.2 million last yesr.

Contribution and support for the private sector rose
162.2 per cent to RO389.9 million, against RO148.7 mil-
lion during the same period in 2007.

The state’' s general budget surplus stood at RO1,567.7
million against RO652.4 million during the same period
in2007.



PDO celebrates 30 years of gas production
Source; Oman Observer, 29 October 2008

roleum Devel opment Oman (PDO) today cel-

ebrates 30 years of supplying natural gas to the
Government of Oman. On October 29, 1978, HisMajesty
Sultan Qaboos inaugurated the nation’ sfirst gas-pro-
cessing plant at Yibal. And to thisday, that plant has
been providing an uninterrupted supply of gasto the
Ghubra power and desalination station that provides
electricity and drinking water to the Muscat area. Non-
associated gas — that is, gas found in gasfields rather
than oil fields— has always received special treatment
from PDO. For onething, aseparate agreement covers
the gas-specific exploration and production activities of
the company.

Aspointed out by John Malcolm, PDO’sManaging Di-
rector: “ The searching for gasfieldsin our concession
area, the development of discovered fields into produc-
tive assets and the day-to-day operations at those gas
fields, not to mention the operation and maintenance of
the pair of 48-inch pipelinesthat deliver gasto the
Oman’ stwo gas-liquefaction plants— all of these ac-
tivities are undertaken by PDO exclusively on behalf of
the Government of Oman.” And PDO stands ready to do
what it can to further develop the Nation’s gasindustry
in support of the government. “We remain committed as
ever to serving the people of Oman through the contin-
ued supply of non-associated gas in support of the
Sultanate’ seconomic development,” comments
Abdullah a Lamki, PDO’ s Deputy Managing Director.

Starting from the Y ibal plant and its associated pipeline

to Ghubra, PDO’ s gas business has grown in step with
the nation’ s economy over the last three decades. The
company now provides gas not only for power genera-
tion and water desalination but also for several new ma-
jor domestic industriesand for liquefied natural gas
(LNG) exports. PDO’ snatural gasisalsothemain
source of the liquid petroleum gas (L PG) that isused for
cooking purposes throughout the country.

To makethis gas-fuelled growth possible, PDO has
drilled morethan 250 wellsin 30 gasfields, mainly in
central and north Oman, that are connected by pipeline
to anetwork of two gathering stations and four major
processing plants— at Yibal, Saih Rawl, Saih Nihayda
and Kauther. The gasis piped horth to industrial cus-
tomersin Sohar and Muscat; east to LNG plants near
Sur; and south to customersin Raysut and Salalah. Al
inal, in 2007 the company supplied the equivalent of
398,000 barrels of il per day intheform of gas.

It also produced an average of 46,000 barrelsaday of
condensate, the main liquid by-product of gas produc-
tion. (The condensate is mixed with Omani crude oil to
maintain the crude' s quality and quantity.) In fact, about
half of the hydrocarbon energy that PDO currently sup-
pliesto its shareholders comes from natural gas. Last
year, an exploration well also discovered asignificant
field extension to the Burhaan West gasfield, whichis
currently being evaluated pending afull field-devel op-
ment plan. By any measure, PDO’ shistorical record in
the Omani gasindustry has been exemplary.

Qalhat LNG delivers 50th Shell sourced LNG cargo to India
Source; Oman Observer, 7 October 2008

alhat LNG delivered safely the 50th Shell sourced

cargotoHaziraRegas Terminal in Gujarat, Indiaon
October 2, 2008. To celebrate the successful and
longstanding relationship, Harib al Kitani, Qalhat LNG
President and CEO, received acommemorativeaward in
Dubai from Shell’ sMehdi Chennoufi, General Manager
Middle East & SouthAsiaLNG

Onthisoccasion, Harib a Kitani said: “It givesusa
great pride at Qalhat LNG to participatein thismile-
stone. Our congratul ations on the 50th Shell sourced
LNG cargoto HaziraRegas Terminal and wewish our
partnersthe very best.” He also added “Itisagreat ex-
ample to our business partners of our support, commit-
ment and the determination to continue to be partnersin
excdlence”

Qalhat LNG was established in 2003 and ownsthethird

traininthe LNG complex in Qalhat in Wilayat of Sur. The
Government of the Sultanate of Oman owns 46.84 per
cent equity while Oman LNG has 36.8 per cent, Union
Fenosa Gas 7.36 per cent and Itochu Corporation,
Mitsubishi Corporation and Osaka Gas of Japan each
own 3 per cent of the company, making it atruly interna-
tional venture.

TheHaziraProject isajoint venture between Shell and
Total andincludesan LNG receiving and storage termi-
nal within apurpose built al-weather, deep-water port.
Theworld-scale LNG terminal together withinfrastruc-
tureislaid out for acapacity of 5million tonnes per an-
num of LNG and isone of the largest greenfield foreign
direct investmentsin the energy sector in India. The
Haziraterminal issituated 120 nautical milesnorth of
Mumbai and is strategically located with accessto re-
gional and national pipelinegrids.
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CGGVeritas’ Onshore Oman Seismic Acquisition Gets Extension
Source: Rig Zone, 30 September 2008

GGVeritas has been awarded amulti-year contract
tension by Petroleum Development Oman (PDO)
to undertake a high-productivity high-density onshore
seismic acquisition project in Oman.

In addition to increasing the number of active vibrator
fleets, the extension doubles crew capacity to 25,000
channels, making it the largest high-resolution seismic
operationin Oman.

Work under the new configuration will commence at the
beginning of 2009 and is expected to continue through
thefirst quarter of 2011. Thisstep changein crew con-

figuration follows the recent update to 24-hour opera-
tionsin Oman, another significant advance.

According to Robert Brunck, Chairman and CEO of
CGGVeritas, “ Thismulti-year project underlinesthe con-
fidence PDO hasin our expertise and we are very proud
to have the opportunity to strengthen our long-term re-
lationship and perform this high-density, high-produc-
tivity survey. The award further extends our leadership
position in the high-end segment of the market and con-
firmsthelong-term commitment of CGGVeritasandits
regional joint venture Ardiseisin Oman and thewider
Middle East region.”

Oiltanking Odfjell launches bulk liquid storage activities in Sohar
Source: Oman Observer, 29 September 2008

Oi Itanking Odfjell Terminals& Co LLC (OOTO) suc-
cessfully commenced bulk liquid storage opera
tions at its state-of-the art tank terminal located in the
industrial Port of Sohar. OOTO has put 322,000 cubic
metres (cbm) into operation to cater for the storage and
handling of clean petroleum productsand chemicals. It
isthefirst phase of the 842,500 cbm facility whichisdue
for completioninthefirst half of 2009.

Thefirst cargo into tank wasreceived in August for Al
Intaj Sulphochemica IndustriesCo LLC. Thismanufac-
turer will use OOTO’ sfacilitiestoimport feedstock and
supply the product by truck to its production facility lo-
cated in Sohar Industrial Estate. It enables Al Intgj to
organise its feedstock requirementsin such away that
the most economical logistic solutions are achieved.

Inlate August OOTO received itsfirst petroleum cargo
through apump over from the refinery and last week the
first cargo of petroleum was successfully loaded ex tank
viaOOTO infrastructure onto a vessel berthed at one of
OOTO' sdegpwater marinejetties. OOTO will commis-
sion an additional 216,500 cbm by the end of the year
and another 304,000 cbm in thefirst and second quarter
of 2009.

Thetermina’ sinfrastructure provides excellent flexibil -
ity to its customers, quick turnaround times for vessels
and added capabilities such astruck loading, blending
and injecting of additives. OOTO’ stank terminal also
has multiple pipeline connectionsto the Sohar refinery
owned by Oman Refineries and Petrochemicals Co.

Part of OOTO’ s capacity will be used by Aromatics
Oman LLC for the storage and handling of feedstock
and produced product. OOTO will be actively involved
in the production process of this world-scale aromatics
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plant by continuously pumping feedstock into the pro-
duction process and at the same time receiving pro-
duced product such as chemicals and gasesin tank be-
fore loading these onto vessels for export.

Besides the current scope OOTO continues to pursue
various other projectswith theaim of transforming
Sohar into amgjor liquidshubintheregion andinthis
way contribute to Oman’ s credential s as a petrochemi-
calsgiant. OOTO also strivesto further integrate itsel f
with production facilities being considered in theindus-
trial port who wish to capitalize on the economies of
scalethe central tank farm can offer them. Qiltanking
Odfjell iscommitted to its Omanisation program and has
awell-trained team to operate the tank terminal aswell
astheliquidjetties. Omanisrepresent the vast majority
of the workforce of the company.

Oiltanking Odfjell Terminals& CoLLCisajoint venture
of Qiltanking Odfjell Oman BV (70 per cent), Oman Oil
Company (25 per cent) and a privateinvestment com-
pany (5 per cent). In November 2004, Oiltanking Odfjell
signed a contract for the operation of liquid berthing fa-
cilitiesand the devel opment of an independent bulk lig-
uids storageterminal at the Sohar Industrial Port.

Qiltanking, asubsidiary of Germany’sMarquard &
BahlsAG isthe second largest independent storage
provider worldwidefor petroleum products, chemicals
and gases. Oiltanking owns and operates 62 terminalsin
20 countriesin Europe, Middle-East, North and South
Americaand Asiaand has an overall capacity of over 13
million cubic meters. Odfjell isaleading company inthe
global market of transporting chemicalsand other spe-
cialty bulk liquidsaswell as providing related logistical
services. The fleet totals about 123 ships, trading both
globally and regionally.



Dolphin Energy set to supply gas
to Oman next month

Source: Oman Observer, 24 September 2008

ol phin Energy Limited confirmed yesterday that it

will supply gasto Oman during October 2008, as
soon as Oman isready to receiveit. The Gas Sales
Agreement (GSA) to deliver an average of 200 million
standard cubic feet of gas aday (mmscf/day) to Oman
was signed with the Oman Oil Company (OOC) on Sep-
tember 5, 2005, in Abu Dhabi.

It providesfor Dolphin gasfrom Qatar to be delivered
through Dol phin’s Eastern Gas Distribution System
(EGDS), viaahook-up near Al Ainonthe UAE-Oman
border. The Agreement isvalid for aperiod of 25 years,
commencing no later than October 31, 2008.

The gaswill arrivein Oman after flowing through
Dolphin’sExport Pipeline from Qatar, then being moni-
tored on arrival at the company’ s Receiving Facilitiesin
Taweelah, Abu Dhabi, before its cross country journey
viathe EGDS.

Dolphin CEO Ahmed Ali al Sayegh said the GSA was
signed in 2005 by Shaikh Hamdan bin Zayed al Nahyan,
Deputy Prime Minister of the UAE and Chairman of Dol-
phin Energy. “On that occasion, he pointed out how
this project would create atrueregiona gasgrid. We
look forward to fulfilling our commitment to thisgreat

concept, and to our contract, during next month.”

Dolphin’sGeneral Manager-UAE, Ibrahim Ahmed d
Ansari, added: “Our supply, pipeline and monitoring
systems are ready to begin supplying gas as soon as
Oman’ s new gas compression systems are tested and
online.” Dolphin Energy Limited was created to de-
velop substantial energy projects throughout the GCC
and to create long-term economic wealth and new busi-
ness opportunitiesfor GCC citizens, far into thefuture.
Dolphin Energy’ smajor strategic initiative, the Dolphin
Project, involves the production and processing of
natural gasfrom Qatar’ s North Field, and transportation
of the dry gas by sub-sea export pipeline from Qatar to
the UAE, which beganin July 2007.

Thelong term customersfor Dolphin gasfrom Qatar are
ADWEA (Abu Dhabi Water & Electricity Authority),
UWEC (Union Water & Electricity Authority), DUSUP
(Dubai Supply Authority) and from 2008 Oman Oil Com-
pany. Each has signed a gas supply agreement with
Dolphin Energy for 25 years. Dolphin Energy isowned
51 per cent by Mubadala Devel opment Company, on be-
half of the Government of Abu Dhabi — and 24.5 per
cent each by Total of France and Occidental Petroleum
of the USA.

Qalhat LNG, CNOOC sign pact
Source: Timesof Oman, 20 September 2008

alhat LNG initscontinuous pursuit to further

reach new marketsin the global arenaand to en-
hance its business relationship with potential new cus-
tomers, has signed aMaster Sale and Purchase Agree-
ment (MA) with ChinaNational Offshore Qil Corpora-
tion (CNOQOC).

The agreement was signed by Luo Weizhong, president
of CNOOC Gasand Power Trading and Marketing Lim-
ited, and Harib Al Kitani, president and CEO of Qalhat
LNG

The signing ceremony held in the head office of Qalhat

LNG at Qurum, was attended by Pan Weifang, ambassa-
dor of China, aswell as senior executivesfrom both the
companies.

The agreement will help reinforcethe current good rela
tionship and enhance the potential business opportuni-
tiesfor the mutual benefits of both the companies.

CNOOC, founded in 1982, isone of thelargest state-
owned ail giantsin China, aswell asthe largest offshore
oil and gas producer. Chinais considered by many in-
dustrial analysts asthe fastest devel oping LNG market.

Itsfirst LNG terminal in Guangdong province started
operating in 2006 and wasfollowed by the Fujian termi-
nal, which completed construction in 2008. Two more
terminals are currently under construction.

Thefirst-ever Omani LNG cargo into Chinawas sent by
Qdhat LNGin April 2007 which aso marked China's
first-ever spot cargo purchase.

Qalhat LNG which began its start up operations only
three years ago, has already concluded many MAs with
key market players, covering different regions of the
world. ThisMA marksyet another important step for-
ward indiversifying Qalhat LNG’ s customer portfolio
and further advancing its LNG business.
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Production of oil rises by 5.8 per cent,
Exports fall by 2.5 per cent

Source: Timesof Oman, 20 September 2008

he Sultanate’ stotal exports of crude oil stood at

126.44 million barrel s during thefirst seven months
of 2008, against 129.62 million barrelsduring the same
periodin 2007, constituting a2.5 per cent decline.

The monthly statistical bulletin published by the Na-
tional Economy Ministry showed that the Sultanate's
total production of crude oil and condensates stood at
158.78 million barrels by the end of July 2008, against
150.17 million barrel s during the same period in 2007,
constituting a’5.8 per cent rise.

Thebulletin said the average price of Omani oil per bar-
rel rose by 58 per cent during the first seven months of
2008t0 $96.22, against $60.90 per barrel during the same
periodin 2007.

Chinatopped the countriesimporting Omani oil asitim-
ported 60.69 million barrels during thefirst seven

months of 2008, against 62 million barrelsduring the
same periodin 2007, congtituting a2.1 per cent decline.
Japan came second asit imported 18.18 million barrels
by the end of July 2008, against 17.5 million barrels, con-
stituting a3.9 per cent rise.

Thailand camethird asit imported 16.69 million barrels,
against 21.67 million barrelsduring the same periodin
2007, congtituting a 23 per cent decline.

The Sultanate’ s production of natural gasfell by 0.4 per
cent during thefirst seven months of 2008 to 623.166
million cubic feet (mcf) against 625.929 (mcf) during the
same period in 2007. Gas consumption also slipped 2.6
per cent to 99.535 MCF againgt 102.187 MCF.

The gas consumption also fell by 2.6 per cent by the
end of July 2008 to 99.535 mcf against 102.187 mcf dur-
ing the same period in 2007.

Oilex begins Phase 2 of Block 56 drilling programme
Source: Oman Observer, 9 September 2008

ustralian il firm Oilex Ltd hasannounced that it

has successfully spudded the Sarha-2 well inits
Block 56 concession in the south of the Sultanate. The
well isthefirst in the second phase of drilling that com-
prises a continuous sequence of four wellsin Block 56
area. Thewel will initially bedrilled by the Abrg) Rig 204
asan exploration and appraisal well to evaluate the
same oil bearing zonesthat wereintersected in Sarha-1
discovery well.

On conclusion of the exploration phase of drilling, the
well will bedrilled horizontally into the oil zonetested at
the nearby Sarha-1 well and used for extended produc-
tion testing. Oil production ratesin the range 300-700
barrels per day are anticipated. Drilling operationsin the
exploration phase are planned to take 17 daysto reach
total depth at 1,650 metres, the company said in apress
Statement.

Thejoint venture participantsin the Block 56 conces-
sionare Oilex Oman Limited as operator (25 per cent),
Videocon Industries Limited (25 per cent), GAIL (India)
Limited (25 per cent), Hindustan Petroleum Corporation
Limited (12.5 per cent) and Bharat Petroleum Corpora-
tion Limited (12.5 per cent). The Block islocated on the
eastern flank of the South Oman Salt Basin, an area
which has already seen significant exploration success
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and subsequent production. Several of the fieldsin this
areahold over 500 million barrelsof il in place. Most of
these fields were discovered by Petroleum Devel opment
Oman (PDO) during thelast 20 years.

The pipeline network from those producing fieldsin the
main part of the South Oman Salt Basinisonly about 30
km to thewest of the Sarhawells. Oilex has been pursu-
ing an aggressive exploration programmein Oman since
the award of Block 56 to thejoint venturein July 2006.
Three wells, two of which encountered oil, have been
drilled and the acquisition of 1,000 km of 2D seismic and
extensive reprocessing of existing 2D and 3D seismic
datahas been concluded. A 3Dseismic programme cov-
ering 400 km2 is planned to commence in November
2008.

The Sarha2 well is planned to eval uate proven Permo-
Carboniferousreservoir intervalsin the Gharif and
Haimaformationswhich were not fully evaluated at
Sarha-1 dueto hole problems. These are major produc-
tive horizons across Oman. Following the evaluation of
these zones, the well will be plugged back and a500
metre horizontal sectionwill bedrilledinthe Al Khlata
formation and completed for production to evaluate the
zonewhich tested oil at the Sarha-1 exploration well.
Thisextended production test is planned for aminimum



period of 120 dayswith produced oil trucked and sold
to anearby PDO receiving station. Resultsfrom this
production test will be used for planning thefull field
development of the Al Khlataoil zone. Sarha-2 will be
followed by two further exploration wells (Prospects D
and J) which will evaluate structural featuressimilar to

the Sarha discovery and neighbouring fieldsin PDO’s
Block 6. An additional exploration well (Prospect A) will
follow asthe last well in the current sequence and will
investigateamuch larger, high relief featurein the cen-
tral Block 56 area. Formal naming of the prospectsisto
be confirmed by Oman government authorities.

Oman offers LNG facilities
Source: Iran Daily, 5 September 2008

ran is seeking to use gas processing facilitiesin Oman

to export itsvast natural gasreserves. Iranian officials
will hold talksin Tehran thisweek with their Omani
counterpartsto discuss a natural gas deal. The talksfol-
low atrip by Oil Minister Gholam Hossein Nozari to
Oman earlier last week, ISNA reported.

The scheme would involve piping gasfrom a shared
reservoir off the northeast of the Musandum Peninsula
to Oman for conversioninto liquefied natural gas (LNG),
which iscompressed and frozen for export to the indus-
trialized world. Part of the gas production would also be
used domestically in Iran and Oman.

Thetalksare not connected to the Salman Field, which
the UAE is hoping to exploit with Iran to send gasto
Sharjah through a pipeline built by Crescent Petroleum.

The Oman deal represents Iran’ s best hope to get in-
volved intheglobal LNG trade. Iran hastheworld’ s sec-
ond-largest reserves of gas after Russia. Market ana-

lysts believe that the scheme to export gas through
Oman would be abonus for both sides.

Inlate May, Ali Kheirandish, managing director of Iran
LNG told aconferencein Abu Dhabi that the country
would be ready to export itsfirst LNG cargo by theend
of 2010. Y &t, Iran’ sunder-construction LNG facilitiesare
not ready to export its vast reserves.

Oman, which hasbuilt expensive LNG facilitiesbut is
now suffering from a shortage of gas, islooking for new
sources.

Meantime, ajoint venture could provide for technol ogi-
cal transfer and allow Iranian personnel to gain experi-
enceintheglobal LNG trade.

Manouchehr Takin, an analyst at the Centrefor Global
Energy Studiesin London, said the negotiations were
“agood sign“, and achancefor Omanand Irantoin-
creasetheir economicties.

Tehran seeks to use Oman LNG plant
Source: TradeArabia, 31 August 2008

I ran wantsto use an Omani liquefied natural gas (LNG)
plant to supercool its gas so it can be exported by
ship to other countries.

Iran’soil minister will travel to Muscat next week to dis-
cussthisplan, areport in Gulf Daily News said.

Iran has the world' s second biggest reserves but has
been slow to devel op gas exports and has no LNG facili-
ties that can supercool gas.

Qil Minister Gholamhossein Nozari’ s discussionswould
cover Omani investment in Iran’ sKish gasfieldinthe
Gulf and the export of Iranian gasto that country and
Iran’ s partnership in the Omani LNG industry.

National Iranian Offshore Oil Company managing direc-
tor Mahmoud Zirakchianzadeh said the two countries
were in negotiations on the export of one billion cubic
feet of Iranian gas per day to Oman.

A memorandum of understanding has already been
signed and Iran hopesthe final agreement on exporting
gasto Oman will reach the signing stage by the end of
theyear.

The gas heading to the Omani LNG facility will beused
by the National Iranian Oil Company, astatefirmwhich
oversees Iran’s hydrocarbons industry, in its interna-
tional marketing and sales.

Some of the Iranian gas would be used by Oman.
The two countries have al so talked of developing an-
other Gulf gasfield, called Hengamin Iran and West
Bukhain Oman.

Iran’ sgasreserveswere put at 27.80 trillion cubic metres

at theend of last year, compared to Oman’s much more
modest 690 billion cubic metres.
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Oman Shipping takes delivery of supertanker in South Korea
Source: Oman Tribune, 30 August 2008

man Shipping SAOG on Friday launched avery

large crude carrier (VLCC) Manah at Kojah Idland
in South Korea. The supertanker is 332 metreslong, 60
metreswide, 30 metreshigh and can carry 317,000
tonnes of crude ail.

Thelaunch was held under the auspices of Ahmed Bin
Salem Al Wuhaibi , CEO of Oman Oil and member of the
board of directors of Oman Shipping SAOC. Thecer-
emony was attended by HE Moosa Bin Hamdan Al Taie,
the Sultanate’ s Ambassador to South Korea, and Adel
Bin Abdullah Al Raisi, managing director of Oman Ship-
ping and advisor on gas affairs at the Ministry of Na-
tional Economy.

“Thelaunchisapart of abid by Oman Shipping to meet
the needs of the crude market. Manah, the second of its
kind to be delivered to the Sultanate, will commence

commercial operationssoon,” Al Wuhaibi said.

The supertanker, designed to world standards, isfitted
with the advanced navigation systems and other techni-
cal equipment.

“Five multipurpose tankerswill join Oman Shipping fleet
by the end of thisyear, increasing the number of com-
mercially operated oil and gastankersto 16,” said
Raisie. “Thecompany recently executed a number of
contracts with shipbuildersto build anumber of multi-
purpose tankers to increase the strength of Oman
Shipping’ sfleet to 32,” he added.

The company has plansto increaseits fleet of multi-pur-
pose tankersto 80 by 2012, he concluded. The dignitar-
iestook atour of the tanker, manufactured by Samsung
Heavy Industries.

Crude exports jump 5.3% in June
Source: Oman Tribune, 27 August 2008

he Sultanate’ stotal crude oil exportsrose 5.3 per

cent to 153.2 million barrelsas at the end of June
2008 compared 128.5 million barrel sexported during the
corresponding period in 2007.

According to the monthly bulletin published by the
Ministry of National Economy, the total production of
crude and condensatesfell 4.4 per cent to 108.1 million
barrelsagainst 113.1 million barrels.

The average daily production recorded a4.7 per cent
riseto stand at 743.4 barrelsagainst 710.1 barrelsduring
the corresponding period ayear ago. The average price
of Oman crude surged 55.3 per cent to $92.39 compared
$59.51 per barrel, said the bulletin.

Chinaemerged the mainimporter of Oman crude during
the period with 52.6 million barrelsagainst 51.9 million
barrels, constituting a 1.3 per cent rise.

Thailand came second with 15.1 million barrel sagainst
18.7 million barrels, constituting a19.1 per cent
decrease.Japan stood third with imports of 13.8 million
barrelsagainst 14.7 million barrels, registering adecline
of 5.8 per cent.

The production of natural gasfell 0.2 per cent to 438.9
billion cubic feet (BCF) against 439.9 BCF. Gascon-
sumption also dropped 0.2 per cent during the period to
436.9 BCF compared to 439.9 BCF recorded during the
corresponding period last year.

Octal Petrochemicals celebrates two years of operations in Oman
Source: Amel nfo, 25 August 2008

man-based Octal Petrochemicals has celebrated

two years of operations at a press conference held
to recognise the support of Octal’ s principal lenders.
Octal board member Rashid Saif Al Sadi presented crys-
tal awardsto Bank Muscat and Bank Dhofar. The banks
participated in Octal'sinitial investment of $350m an-
nounced last November.

Octa board member Rashid Saif Al Sadi said:
'‘Octal isfulfilling its expansion strategy to becomea
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homegrown global petrochemicalsleader, and thein-
volvement of Oman'sleading financial institutions has
been critical to our success. We thank our Omani bank-
ers, the Salalah Free Zone and the Oman government for
their support.'

Hesaid: 'Octal isthelargest exporter from the port of
Salalah, agrowing employer and asignificant investor
inlocal and regional suppliers. We have comeavery
long way in ashort space of time and our progress



would not have been possible without the confidence
of local and regional investors. Octal's rapid devel op-
ment shows the potential of Oman asalocation for
manufacturing and the qualities of doing businessin
Saladah FreeZone.!'

Operational in six months, phase one 2006 saw Octal's
entry into PET sheet production for global export.
Octal's second plant, built in 19 months, will ramp up
production of PET resins starting this October.

Rashid Saif Al Sadi expressed special thanksto
BankMuscat for itslead advisory, trade finance and
treasury expertise and thanked BankDhofar for partici-
pating in the lending process.

AbdulRazak Ali Issa, Chief Executive, Bank Muscat
thanked Octal and said, 'We are happy to beinvolvedin
Octal invariousroles. Our involvement asfinancial ad-
visor, equity investor, Mandated L ead Arranger and the
largest lender demonstrates our confidencein this
Omani project and its prospects.

KrisBabici, Chief Executive Officer of BankDhofar, said:
'‘BankDhofar is proud to be associated with Octal, and
we have a strong emotional attachment to this project
because it has been set up in the Dhofar region. The
company'sinitiativeiswell conceived and isbeing ex-
ecuted with precision.'

Octal estimatesglobal yearly sales at therate of US$450
million by the end of the year. Monthly sales currently
exceed $4m. A new salesofficewill openin Europe by

the end of the year, complementing sales officesin Dal-
lasand Shanghai.

Octal Petrochemicals' other Oman-based investorsin-
cludeNIFCO (National Investment Fund Company),
Muscat Overseas Group, Oman | nvestment Company,
Malatan Trading and Contracting, Oman and Emirates
Investment Holding, Suhail Bahwan Group, and DIDIC
(Dhofar International Development & Investment Hold-
ing Company), and BankMuscat. Individual and institu-
tional investorsfrom Saudi Arabia, Kuwait and theUS
are also onboard.

Octal's phase-two expansion will makeit the largest
polyester company in the Middle East and one of the
biggest on one site outside China. Octal expects staff
numbersto reach 300 by the end of thisyear and it will
continueits aggressive recruitment drive well into 2009.

Octal has also commissioned thefirst phase of aliquid
chemicalsterminal at Salalah port, thefirst ‘tank farm' of
itstypeintheregion. Thefirst two 5,000 metric ton
tanks at theterminal are designed to receive mono-eth-
yleneglycol (MEG).

Nicholas Barakat, Managing Director of Octal Petro-
chemicals, said: 'Octal has so far generated salesworth
morethan US$55 million through its officesin Europe,
Chinaand the US. Customers understand the distinct
quality advantages involved in our integrated one-site
production model. The efficiencieswe bring areincreas-
ingly attractivein the current environment of high en-
ergy costs.'

Omanis sharpen skills in oil drilling
Source: Oman Observer, 25 August 2008

idwest Qilfield Servicesisin aleague of itsown,

literally achip of thelegendary David who con-
fronted and congquered multinational Goliathswho for
decadeswere unchallenged in oil and gas drilling opera-
tionsin the Sultanate.

Mohammed a Jahwari wasbarely 24 yearsold in 2001
when he took the momentous decision to set up Mid-
west, in all respect then aleap of faith, becoming the
first 100 per cent Omani owned company to specialisein
performancedrilling services, offering turbinedrilling,
directional drilling and supervision.

Today, after seven years of focused operations, Mid-
west isaleading provider of drilling services and solu-
tions, delivering value to the oil and gasindustry. “Itis
our objective to provide customers with products and
servicesthat realistically reducethe cost of their drilling
operations,” Al Jahwari said. The going was no doubt

tough for Midwest, but Al Jahwari pursued hisdream
with passion and in the process has | eft atrailblazing
performance, including aworld recordingasdrillingin
the fourth year of operations. The feat was all the more
laudable as Midwest had used self-designed turbine-
driven tools, which had never been used in Oman be-
fore.

Therecord was set in acontract for Petroleum Develop-
ment Oman (PDO), continuously drilling 1,261 metresto
achievethelongest run with a83/8 diamond bit. The
world beating run took place at Saih Rawl 207 wherethe
1.2km-runwasdrilled through Al Khalat, Hasira, Saih
Niyadaand Ghudun formationsto a pre-determined
depth. Theturbinesand Smith KGR-50 bit could have
drilled deeper still, but 1,261 metreswasthe agreed
depth for an assembly change, Al Jahwari said. “When
we pulled out both the turbine and the bit, they werein
good condition.
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The equipment went through several designing stages
during initial trials before manufacturing. Midwest now
plans to have the turbine components manufactured,
assembled and tested in Oman. Al Jahwari acknowl-
edged PDO’ s support as critical in its endeavours to get
the bespoke equipment built and tested in Oman.

PDO lauded the performance by Midwest and noted
that it was one of the biggest success stories in terms of
bringing on alocal company for mainstream drilling op-
erations. The equipment produced by Midwest for
Oman are now marketable around theworld, it added.

“Midwest has proved that Omanis can take up any chal-
lengesand deliver world classresults,” Al Jahwari
noted. In another notable achievement, the company
had employed 100 per cent Omani personnel inadirec-
tiond drilling project for PDO, he added.

Midwest is equipped with highly experienced, compe-
tent and dedicated staff, reputed in maintaining the
highest levelsin business conduct, quality and HSE.

“We believe in attracting young talented enthusiastic
and disciplined Omani youth, devel oping and retaining
those who are willing to take the challenges and oppor-
tunitiesand make them realisetheir ambitionsinterms
of career, rewardsand family commitments. Our working
environment encourages growth while team-oriented
work stimulates creativity and inspires peopleto reach
their full potential,” Al Jahwari pointed out.

Theinspirational story of Al Jahwari isrepletewith
seemingly insurmountable obstacles. A school dropout,
hisjourney of adventure began in 1996, taking up odd
jobsand abrief stint with the policein Bahrain, before
opting for asecretarial jobin Muscat. A trainee assign-
ment with Muscat Overseas Oil and Gasdivision then
followed, later moving on asatechnician at SQU. Sub-
sequently, Al Jahwari worked in an oil rig with Baker

Hugheswhere he developed competent drilling skills.

In 2000, when Halliburton took over the rig managed by
Baker Hughes, heworked with them for ayear and | eft
to start Midwest in 2001. Theremarkabletilting of the
scale occurred in hisfavour when Smith International, a
global player in dilfield component and technology sup-
port, bought Dynea International . Key research and de-
velopment personnel then working with Dyneajoined
Midwest to mark the beginning of the company’ strium-
phant journey.

“Thiswas one of the crucia decisionsthat charted the
successful riseof Midwest,” Al Jahwari said. “ The next
challenge wasto compete with global giantslike
Halliburton, Smith and Schiumberger in which we have
proved our mettle, emerging asthefirst choicefor oil
majorsoperating in Oman,” he added.

Initially, financial constraintshindered investmentin
equipment vital for securing drilling contracts, Al
Jahwari said. Theicewasbroken when atrial contract
was granted by Occidental of Oman. With bank guaran-
tees not forthcoming to source the required equipment,
Al Jahwari wasin adire crisiswhen BankM uscat
stepped in and extended the hand of support.

“Since then, there has not been an occasion for Mid-
west to look back. PDO was greatly instrumental in de-
veloping us as an Omani company well equipped to
challengemultinationals,” Al Jahwari said.

The corporate philosophy of Midwest isto remain a
lean, smart and efficient player, Al Jahwari said. Witha
turnover of RO 5 million, the company hastaken pru-
dent measures to always split risks among as many
groups like banks, partners and suppliers, he added.
Midwest has a clear vision to emerge as aleading player
and is not averse to taking risks, complemented by hard
work and constant learning, Al Jahwari added.

Gas deal with Oman
Source: Iran Daily, 17 August 2008

ran and Oman have signed an agreement based on

which Iranwill export natural gasviaOman. The
agreement will open anew gasexport routefor thels-
lamic Republic.

Under the agreement, Iran will export one billion cubic
feet of natural gasto Oman’ sexport terminal to produce
liquefied natural gas (LNG), MEED reported.

Iran’snatural gaswill be processed in Oman’s Qalhat

LNG plant. The plant can producejust under 10 million
tonsof LNG per year.
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“Potentially you could have Iranian gas actually being
piped to Oman and then liquefied and sold on interna-

tional markets,” said Stuart Lewis, Middle East director
at IHS, an energy consultant.

The project was in its early stages but there were signs
it would move ahead quickly; both sideswere looking at
finalizing the deal in September, Lewissaid.

“If you contrast that to all the projects that are under
consideration and haven't cometo fruition, this project
could be quite significant,” Lewis added.



Iran and Oman have been discussing gas cooperation,
including development of the Hengam-Bukhafield
project. Hengamisajoint field west of Bukhain the Sul-
tanate of Oman reportedly containing two trillion cubic
feet of gas.

Before signing the agreement, the two sides agreed on
exporting Iran’ sgas, developing the Kish gasfield,
Oman’sinvestment in Iran oil and gasfields, including
Hengam fields, devel oping these fields by the Iranian
team, and establishing ajoint investment company.

Thirst for oil feeds innovation in Oman
Source: Washington Post, 12 August 2008

S’ rensand air monitors surround the more-than-$1
illion oil installation rising off theflat, rock-strewn
desert floor herein the 120-degree heat of Oman’ sinte-
rior.

Construction crews, mostly Indians and Pakistanisin
once bright-colored coveralls washed out by the sun,
lay out escape routes and raise airtight sheltersin-
tended to save the lives of oil workersif the sirens ever
go off.

Far underground, below amile-thick layer of salt, lies
the oil that Oman'’ s state-controlled petroleum company
isseeking. It sitsin a cloud of pressurized gases |aced
with hydrogen sulfide at concentrationsthat can kill in
minutes.

In Saudi Arabia, Oman’ sneighbor, oil production still
can be as easy asjamming pipe into the ground and
pumping up the oil, or standing back to let it gush forth
from the pressure of thereservoir.

But for Oman, “easy oil isover,” said Khalid Jawad al-
Khabouri, agum-snapping petroleum engineer at the

headquarters of Oman’ s state il company in Muscat,
the capital.

At Harweel and severa of the country’scomplex, aging
fields, Oman isgoing after oil the hard way. Morethan
any country along the Persian Gulf, Oman providesa
preview of the future of oil.

A sultanate of fewer than 3 million citizens, Oman has
staked much of its future on evolving production tech-
nigues known as enhanced oil recovery. Geologists and
engineers here are employing many technologies also
developing elsewhereinthe Middle East, North America
and China.

The country hasinvested $4 billion to $6 billionin cur-
rent enhanced oil recovery projects, said Khalifaal-
Hinai, technical adviser to Oman’ s Oil and Gas Ministry.
Most of the techniques involve pumping some agent —
steam and other gases, or chemicalsincluding polymers
and detergents — into areservoir to encourage oil to
flow.

Petroleum Devel opment Oman, aconsortium that in-
cludes Oman’ sgovernment along with Shell, Total and
Partex oil companies, alsoisadopting in-situ combus-
tion, which involveslighting fireswithin reservoirsto
draw out the ail.

For Oman, the plunge into enhanced oil recovery isa
necessity.

Theworld’ sother oil producers, even Saudi Arabia, will
one day follow. With oil priceswedged above $100 a
barrel thisyear, investorsworldwide are sinking billions
of dollarsinto enhanced oil recovery.

"Theworld hasto," said Matt Simmons, an energy in-
vestment banker and aleading proponent of the argu-
ment that oil will run out sooner rather than later,ina
telephone interview from the United States. "Because
it'sthe last game going."

Even Oman has had to realize, however, that there'sno
single "magic undiscovered field or technology," cau-

tioned Sadad Husseini, aveteran former petroleum ge-
ologist for Saudi Aramco.

Less flashy moves than enhanced recovery, such as re-
cent decisions by Oman to openitsoil fieldsto more
competitors, are at least as smart, Husseini said.

With enhanced oil recovery, "It'sjust a case of people
catching on to the buzzword that thisisgoing tofix it,
and we're going to get awholelot of oil out of it,"
Husseini said. "And it doesn't quite do that."

Oman's state-controlled oil company started to see the
end of easy oil in 2000, when daily production peaked at
840,000 barrels. Then production fell through one bot-
tom after another, hitting 561,000 barrelsaday in 2007.

By most accounts, Oman's sultan, Qaboos bin Said, had
used much of the wealth of Oman's glory days of ail
wisdly.

He created generous public services and amodern, if

pervasive, government -- police here routinely stop and
issue fines to motorists on the road if their car needs
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washing, and inspectors scour Muscat for any building
not painted the mandated white, cream or other light
color.

Qaboos'sfather, Said Bin Taimour, provided fewer than
10 miles of paved road for all of Oman. Heallowed
Christian missionariesto run the nation's sole hospital .

Since bloodlessly deposing his father in 1970, Qaboos
has put schools, clinics and roads within reach of all,
thanksto Oman'sail. Air force helicopters shuttle chil-
dren living in the country's mountains to boarding
schools. Navy ships serve as school buses for some of
thechildren living on Oman'sislands.

But Qaboos was slow putting into practice plansto di-
versify Oman's economy. Even now, oil and gas account
for nearly 80 percent of government revenue. So when
oil production started falling, Oman's government and
oil officials started worrying.

"We asacompany werein trouble," said John Malcolm,
the managing director of Petroleum Development Oman.
"When you come to the edge of the cliff, you've got
two choices," Malcolm said. "Y ou can walk away from
the edge, or you can fall off the edge."

In 2003, the oil company assembled what would become

scores of specialists and gathered up all the reportsit
could find about its fields. Experts searched for ways
that old or undevel oped fields could be made produc-
tive.

Harweel, in southern Oman, isone of theresults. The
plant will pump gasinto the reservoir, using the gasasa
solvent to make oil flow to production wells. The hydro-
gen sulfide and other gases pumped up will be sepa-
rated and treated, and some of it pumped back under-
ground. Pipeswith wallsmorethan 3inchesthick will
transport the hydrogen sulfide-laced gas.

Thecost overall: "A Ferrari ameter,” engineersat
Harwed said.

Qil producers could expect to get 10 percent of
Harweel's oil without enhanced oil recovery. Withiit,
they hope for 30 percent. Without enhanced recovery,
Oman could expect to run out of oil within 15 years.
Withit, said Hinai, the oil ministry adviser, Oman hopes
for 40 years.

At company headquarters, Khabouri, the engineer, ran
through the evolving recovery techniques. Then he
reached up and flicked an imaginary lever.

"After that," he said, " switch off the lights."

SQU team tries new oil research method

Source: Timesof Oman, 11 August 2008

team from Sultan Qaboos University (SQU) iscur-

rently conducting a research project on enhanced
oil recovery by using microbesfor thefirst time at the
AGCC and Arab level. Theteam isheaded by Dr Saif bin
Nasser Al Bahri, associate professor and head of the Bi-
ology Department at the College of Sciencesat SQU.

Dr Ali bin Saud Al Bimani, vice-chancd lor of SQU Dr
Yahyabin Mansour Al Wahaibi, assistant professor at
the Qil and Chemical Engineering Department at the Col-
lege of Engineering, and Dr Abdul Qadir Al Shafeie, as-
sociate professor at the Biology Department at the Col-
lege of Science, are members of theteam.

The project had received the support of SQU and a
royal grant from HisMajesty Sultan Qaboos bin Said.
Petroleum Development Oman (PDO) isal so financing
the project.

The project aims at utilising the microbesbasically lo-
cated at il hideouts to improve the yield by catalysis of
microbes to produce gases such as the carbon dioxide,
dissolvent, polymerisation, acids and other substances
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which changes the oil characteristics and ease its pro-
duction, thereby saving funds spent on producing
these substances.

Thelow-cost technique will help enhance oil produc-
tion. Besidesit isenvironment-friendly.

The project comprises four phases. Thefirst one, com-
menced in June 2006 and lasted for six months, was
aimed at acquainting themselveswith what scientists
areuptointhisfield worldwide.

The second phase, began in June 2007, will last till May
2010 during which laboratory experimentswould be
conducted using rock and fluids samplesfrom the tar-
geted field to identify the microbes located at oil hide-
outs and substances produced to enhance oil produc-
tion.

Phase 3 includes application of the technology partially
on thefield, while phase four include appellation of the

technique on the targeted field. The technique had been
usedinthe US, Australia, India, Chinaand Romania.



Tethys runs seismic on Block 15, wraps pilot hole in JAS-2
Source: TethysQil, 31 July 2008

ethys Oil hasreceived final approval to commence

acquiring 3D seismic over the Jebel Aswad (JAS)
structure on Block 15 onshore Oman. BGP Oil and Gas
Services has been awarded the contract and mobiliza-
tion of the 3D crew has commenced. The seismic survey
will completely cover the JAS structure and atotal of
285 square kilometers of seismicisplanned to be ac-
quired. The purpose with the study isto better define
and map the structure, which is needed for more de-
tailed reserve cal culations and to optimizedrilling loca
tion placementsfor futurewells. The seismic acquisition
is estimated to take 6 weeksto complete.

Jebel Aswad-2 (JAS-2) spudded in the beginning of
June. Thevertical pilot holedrilled onthe JAS-2 delin-
eation well has been electrically logged. Thelogs con-
firm hydrocarbon presencein both the Natih A and
Natih C reservoirs. Preparations are currently underway

to sidetrack the pilot hole and complete ahorizontal leg
inthetop Natih A reservoir.

"Themainreservoir - Natih A - wasencountered slightly
higher thanin JAS-1, which confirmsthe reservoir ex-
tension towards the south east,” said Tethys Managing
Director Magnus Nordin. “ Additionally, log responses
indicate good hydrocarbon saturation in Natih C, which
we had reasonsto expect but earlier indications were
sketchy.”

Tethyshasa40% interest and is operator of Block 15
where the Company is conducting an appraisal/devel-
opment program on the Jebel Aswad structure. On test-
ing of the JAS-1 well in June 2007, thewel |l flowed ato-
tal of 2,626 boepd (11.03 mmscfpd of natural gasand 793
bpd of 57API condensate). Danish company Odin
Energi ispartner holding 60% interest.

Multinational oil giants gain prominence
Source: Oman Observer, 23 July 2008

he Sultanateis encouraging multinational oil giants

to develop the country’ s difficult oil fields on pro-
duction sharing basis. More than 10 offshore and on-
shore blocks have been awarded to international oil gi-
antsin the past three years. The companies that signed
these pactsinclude Tethys Qil, Reliance Industries,
Circle Qil, PTTER, Rak Petroleum, Indago Petroleum,
British Petroleum and British Gas.

Among these, alandmark concession agreement for
boosting gas production was signed with British Petro-
leum (BP). The concession for Block 61 covers some
2,800 sg km, including the Khazzan and Makarem gas
fieldsin central Oman. BPisexpected to invest around
$750 million over the next six yearsto devel op the block,
which has huge gas potential estimated at around 30
trillion cubic feet (tcf).

Few years ago, animportant deal was struck with Occi-
dental and few other partnersfor jointly developing the
potentialy prolific Mukhaiznaail field in central Oman.
The project, estimated to cost $3 billion over a30-year
life span, is expected to contribute significantly to the
oil production in the coming years.

The partners of the venture arelocal subsidiaries of a
number of oil majorsand investment firms, notably Oc-
cidental Mukhaizna, Shell Oman Trading Company, Liwa
Energy, Total E& P Oman, Partex (Oman) Corporation,

and Oman Oil Company (OOC). Occidental isdeploying
thermal enhanced oil recovery (EOR) techniquesto ex-
tract some 1 billion barrels of heavy crude fromthe
Mukhaiznafield.

Production isexpected to peak at around 150,000 barrels
per day by 2010 from merely 10,000-12,000 bpd now. Ina
move to boost hydrocarbon production, the majority
state-owned Petroleum Development Oman (PDO) isin-
vesting heavily on EOR programmes. Of the anticipated
production of 790,000 barrels per day (bpd) in 2008,
PDO isexpected to contribute 550,000 bpd or 70 per

cent of total output. Thisisagainst 80 per cent contri-
bution from the national oil company.

PDO has been investing billions of dollars, especially
for implementing EOR schemesin Qarn Alam, Marmul
and Harwedl, to enhance output from ageing ail fields.
Theplanisaimed at raising the national oil company’s
production to 700,000-750,000 bpd by 2011 from 561,000
bpd last year. The country is targeting to produce
790,000 bpd of crude oil thisyear, whichisagainst an
output of 710,000 bpd last year. The mgjority state-
owned company is expected to contribute around
550,000 bpd thisyear. However, the country’ sail pro-
duction is expected to touch 900,000 bpd by 2011.

The engineering, procurement and construction (EPC)

contract was awarded for the Qarn Alam steam injection
project which is expected to start production by 2010.
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Similarly, Marmul polymer flooding project in southern
Oman has already been awarded. Thesetwo large
projectsarein addition to the Harweel misciblegasin-
jection project, which iswell under way.

Infact, PDO isone of thefew oil companiesintheworld
that is executing world-scale projectsin each of the
three EOR types— thermal, chemical and misciblegas.
Last year, PDO discovered large volumes of oil and
natural gasin anew field and an extension to an existing
field. The company has discovered oil at the Budour
Northeast il field and rock formation at Rahab-South-
east field. Both fields arelocated in south of Oman.

The newly discovered gasfield— Simr — iscloseto
theexisting Saih Nihaydagasfieldin central Oman,
where PDO operates one of its four gas processing
plants. PDO isconcurrently executing eight new field
development projects, each of which isvaued at over
$100 million, and afurther 50 new field devel opment
projectsworth between $20 million and $100 million
each.

The national oil company isnow concentrating on large
fields, leaving the cluster of small fieldsto foreign com-
paniesfor development. Thiswill help the national ail
company to dedicate its resourcesto larger fields.
Around 80 per cent of PDO’sail productioniscoming
from 20 per cent of itswells. The company has awarded
aservice contract to Indonesian energy firm
MedcoEnergi to develop acluster of 18 small fieldsin
the Nimr Karim area of southern Oman, which produce
18,000 bpd.

Subsequently, PDO has awarded a contract to Petrogas
to develop acluster of 18 small oil fieldsin Rimaareaof
southern Oman. The 15-year service contract isaimed at
raising aquick and cost-effective way of production
levelsinthesefields, which contain more than 500 mil-
lion barrels of oil and are currently producing about
2,000 barrelsof oil per day.

Natural gasisgaining prominence asan important
source of export revenue and partly compensates afall
in oil output. The government has been taking several
initiativesto enhance natural gas production to meet
emerging demand from both industriesand liquefied
natural gas plantsin Sur.

Demand for natural gas as afeedstock is expected to
soar as several petrochemical and other manufacturing
industries are lined up to be supplied with gasin the
next two to three years, making Sohar Industrial Port
Areaamajor natural gas consumption hub in the coun-
try. Consumers who have signed long-term pacts with
government for supplying gasinclude Oman Polypro-
pylene, Oman Methanol, Sohar I nternational Ureaand
Chemical Industries, Shadeed Steel, and Sohar Alu-
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minium, among others.

Also, Oman LNG and Qalhat LNG are consuming ama:
jor chunk of natural gasto produce morethan 10 million
tonnes per annum of liquefied natural gas (LNG) for ex-
ports. PDO, which isthe single largest natural gaspro-
ducer in the country, has been investing heavily for gas
exploration, treatment plants and pipeline networks.

The share of natural gas and condensatesin PDO’ sto-
tal production has been growing in recent years. The
government is anticipating an output of morethan 72
million cubic metres per day of natural gasthisyear.
Dolphin Energy is expected to supply natural gas soon,
whichwill marginally enhance availability of gasinthe
country. Dolphin Energy will supply Qatari gasto the
tune of 200 million cubic feet per day using an existing
pipeline, which currently delivers Omani gasto a power
stationinthe UAE.

Sinceearly 2004, Oman has been supplying 135 million
cubic feet of gas per day to the UAE. Thiswasfor
Dolphin’sfirst energy initiative— to deliver gasto the
Qidfapower and desalination plant of Union Water and
Electricity Company (UWEC) inthe UAE. There has
been a special focus on gas pipeline network aswell. In
linewith the move, Oman Gas Company (OGC) isem-
barking on amajor expansion of its gastransportation
infrastructure aimed at keeping pace with therapidly
growing demand for natural gas around the country.

New gas pipelines and compression stations are on the
anvil, designed to serve customersin Sohar, Barka,
Salalah and el sewhere around the Sultanate. It isenter-
ing anew phasein growth, which will result inasignifi-
cant expansion of the gas pipeline network from ap-
proximately 2,000 km at present to 2,500 km by 2009.

OGC will undertake anumber of gas compression
projects aimed at augmenting the company’ s gas supply
capacity. Envisaged isanew 24-inch, 45 km pipeline
from Murayrat to Barka, designed to supply gasfor a
second independent water and power project (IWPP)
planned at Barka. Another 32-inch, 250 km pipelineis
planned from Saih Rawl to Salalah aimed at enhancing
gas supply to consumers along the pipeline.

Also, OGC will providea32 km pipelinelink to the giant
Mukhaiznafield in south Oman whereamajor EOR
project is being executed by Occidental M ukhaizna.
These and other projectswill add around 500 km of new
pipelinesto OGC'’ sgastransportation network. OGCis
also set to make itsfirst foray into gas compression ac-
tivities. The company is building new compression sta-
tionsat Al Buraimi and Fahud. Theseinvestmentswill
help OGC meet the strong growth in natural gas de-
mand, thereby helping fulfill the aspirations of the gov-
ernment.



Range inks MOU with Tagah to farm-in to Oman Block 57
Source: Range Metals|nc, 23 July 2008

he Board of Range Metals Inc. announced that its

wholly-owned subsidiary Range Oil and GasInc.
has entered into aMemorandum of Understanding with
Tagah Oil Exploration to farmin to exploration block 57
inOman.

Under the MOU, Range will pay 100% of the costs as-
sociated with drilling up to 3 exploration wellson Block
57 and will earn a50% working interest inthe Block. The
total cost of the program is estimated to be in the order
of US$ 14 million. Rangewill be appointed operator of
the Block, subject to Oman Government approval.

Block 57 isheld under a Production Sharing Agreement
entered into between Tagah and the Oman Ministry of
Qil in 2006, and islocated on the west flank of the pro-
lific south Oman salt basin, closeto existing oil produc-
tioninfrastructure.

Roger Bethell, geologist and director of Range Oil and
Gas, believesthat this area of Oman is analogous to the
Mississippian sub crop play in Eastern Saskatchewan

where unconformity traps contain several billion barrels
of ail. The current seismic coverage with 2800km of 2D
seismic and 31km of 3D seismic over Block 57 indicates
16 prospect leads with three of them having sufficient
control to elevate them to drillable prospects. An ongo-
ing seismic program is planned to upgrade the other
leadsto drillabletargets.

Thethreeinitial wellsaretargeting unconformity traps
inthe Upper and Lower Khuff reservoirs. Thefirst two
wellswill bedrilled to approximately 1500 meters, and
thethird well to 3,400 metersto test deeper targets. Sub
crop plays of the magnitude identified by seismicin this
areaof Oman may, by analogy with similar geological ar-
eas, contain large reserves of hydrocarbons.

Thetransaction is subject to agreement on definitive
documentation, necessary regulatory and government
consents and Range' s ability to raise the funds neces-
sary to advance the project. Rangeisin final negotia-
tions with a Canadian brokerage house to provide the
necessary financing for the project.

Oman LNG to raise annual production
Source: Oman Tribune, 15 July 2008

man Liquefied Natural Gas(Oman LNG) Company

announced that the company was planning to in-
crease the annual production capacity of its plant in the
Wilayat of Sur to 7.7 million tonnes.

The company said that it had exported more than 850
consignments of natural gasin the last eight years as
the focus was on supplying the consignments on time
under the agreements signed with variousinternational
companies, adding that it also seeks new venturesin
theworld markets.

The Sultanate launched natural gas exploration at the

end of the 1980s.

His Majesty Sultan Qaboos Bin Said had issued a Royal
Decreeto set up Oman LNG Company in February 1994
and laid the foundation of the company’splantin Surin
November 1996.

In less than four years, His Majesty opened the Sur
plant worth $2 billion.

Thefirst consignment from the Sur plant was exported
to Korean Gas Company under a 25-year contract to
supply 4.1 million tonnes of gasannually.

Record oil revenue boosts Oman’s budget surplus
Source: Oman Observer, 13 July 2008

he Sultanate posted awhopping RO 912 million

budget surplusfor the first quarter of 2008, thanks
to therecord growth ininternational crude oil price. The
surplusis seen against aRO 400 million deficit projected
in the budget proposal for the current year early this
year and RO 417 million surplus posted for thefirst
three-month-period of last year. Like previousyears, the

surplus will be used to strengthen the financial reserves
of the dtate.

Theoil revenue soared by 55.8 per cent to RO 1,599.7
millionfor thefirst quarter from RO 1,026.8 million for
the same period last year, mainly driven by record risein
international crude price, the Ministry of National
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Economy saidin areport.

The average price of Omani crude soared to $88.11 per
barrd for thefirst four-month period of 2008 from $56.89
abarrel for the same period last year. The country’s
daily average crude oil production, including conden-
sates, for the four-month period was up by 4.1 per cent
to 743,300 barrelsfrom 714,200 barrels, while oil produc-
tion grew by 4.9 per cent to 89.936 million barrelsfor the
four-month period from 85.699 million barrelsfor the
same period last year.

However, the ministry said that gasrevenuefell by 23.8
per cent to RO 212.8 million for thefirst quarter thisyear
from RO 279.4 million dueto stoppage of gas exportsto
the United Arab Emirates (UAE). “ Gas exportsto the
UAE were stopped by the end of last year. This could
bethereasonfor afal in gasrevenue,” Khaifaal Hinai,
Technical Adviser at theMinistry of Oil and Gastold
the Observer.

Between 2004 and 2007, Oman supplied 135 million cu-

bic feet of gas per day to a UAE power station. Dolphin
Energy will supply 200 million cubic feet per day of
Qatari gasto Oman using the existing pipeline.

The country closed last financia year with a surplus of
RO 844 million, after covering aprojected budgeted defi-
cit of RO 400 million. The ministry said that total gov-
ernment revenue a so showed a phenomenal growth of
36.5 per cent to RO 2,116 million for thefirst quarter from
RO 1,549.9 million, whileinvestment expenditure moved
up by 39.4 per cent to RO 375.8 million from RO 269.5
million. Current expenditure grew at aslower pace of 7.2
per cent to RO 836.4 million from RO 780.3 million during
the period under review.

According to the budget proposal for 2008, the revenue
and expenditure are estimated at RO 5.4 billion and RO
5.8 billion respectively. The country’ soil and gas ex-
portsalso surged by 47.6 per cent to RO 1,537.9 million
for thefirst quarter of 2008 from RO 1,042 million for the
same period last year, while non-oil exportswere up by
9.2 per cent to RO 277.3 million from RO 231.6 million.

Gas from Dolphin project likely to arrive next month
Source: Oman Observer, 16 June 2008

gin flowing into Oman asearly as next month, Dr

ohammed bin Hamed a Rumhy, Minister of Oil and
Gas, said. Speaking to journalists on the sidelines of a
PDO contract signing ceremony yesterday, Dr Al
Rumhy said he was hopeful that gas supplies from
Qatar’ sgiant North Field could commencein July. “We
are currently testing the compressor stations at
Buraimi,” in preparation for thearrival of thegas, he
stated.

Qatari gas supplied viathe Dol phin project could be-
M

The Sultanate is expected to receive around 200 million
standard cubic feet per day (mmsf/d) of gasviathe Dol-
phin project under an agreement reached in 2004 be-
tween the state-owned Oman Oil Company (OOC) with
Abu Dhabi-based Dol phin Energy Limited (DEL). DEL,
whichisjointly owned by Mubadala Development Com-
pany, Total and Occidental Petroleum, has already be-
gun pumping Qatari gasto the UAE viaasubmarine
pipeline. On the Oman side, abi-directional pipelinethat
until last July supplied Omani gasto DEL as part of the
same 2004 agreement, will channel the Qatari gastothe
industrial hub at Sohar when supplies commence.

Oman Gas Company (OGC), which operatesthe
country’s energy transportation network, has built a
compression station at Buraimi to facilitate the flow of
low pressure Dol phin gasto Sohar. Gas suppliesfrom
the Dolphin project will open anew source of feedstock
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and energy for the Sultanate’' srapidly expanding indus-
trial and petrochemical sector. Asked about prospects
for enhanced importsfrom the Dol phin project, Dr Al
Rumhy said: “We are dways asking for more gasfrom
everywhere, not just from Dolphin. The questioniscan
we get it? The gas (situation) is very tight now across
thewholeregion.”

Commenting on aproposal by the Gulf Cooperation
Council (GCC) statesto develop anintra-Gulf gas net-
work, Dr Al Rumhy said theinitiative was presently be-
ing pursued bilaterally, rather than asabloc. “I think it
ismaking progress, but more on abilateral front, than
onamultilateral GCC level. We are already connected
with the UAE, while Qatar isin discussion with Bahrain,
so things are moving.”

Meanwhile, the ministry isexpected to shortly award
the first of anumber of oil and gas blocks against pro-
duction sharing agreements. A number of onshore and
offshore blocks are being offered to internationa oil
firms as part of the government’ s ongoing efforts to
augment hydrocarbon reserves. “We are on the verge of
awarding oneblock,” the minister said. Significantly,
non-Opec member Oman has no plansto be part of an
initiative mooted by some gas producing countries to
create agas cartel on the lines of Opec. “We are not part
of ‘Gas Opec’. We are not abig player in gas, anyway,”
Dr Al Rumhy stated.



Circle Oil granted extension for block in Oman

Source: CircleOil Plc, 17 June 2008

ircle Oil announced the granting of permission for
hefirst extension period for its Block 49 permitin
the Sultanate of Oman commencing July 1st 2008.

Circle hascompl eted extensive reprocessing and i nter-
pretation of pre-existing seismic and gravity/magnetics
datafrom the Block. The seismic and old well data have
also been used as an aid to complete detailed 3D gravity
modeling for the permit.

The combination of the data sets has provided further
evidence supporting our geologica model which indi-
cates the existence of a substantial salt basin in the
southern half of Block 49.

Stratigraphy and geological depositional history appear
to be analogous to the South Oman Salt Basin.

In order to image any potential structureswithin the
proposed salt basin and its flanks, Circle sought and
has been granted permission to merge thetwo 2D seis-
mic acquisitionsfor the original and first extension pe-
riod into onelarger 3D seismic acquisition.

The acquisition of aclosely sampled 3D seismic survey
will allow imaging of any structures, such as salt string-
erswithin the postulated salt basin. Historically it has

been shown that these are not adequately imaged by 2D
datasets. Imaging of the flanks of the basin is particu-
larly important as these have also historically been
shown to be very important areas for hydrocarbon trap-

ping.

The 3D survey will cover an areaof approximately 900
square kilometers and subsequent processing and
analysis will result in the development of any prospects
for early drilling.

David Hough, CEO of Circle Oil Stated, “ The granting of
this permission by the Omani Oil & GasMinistry and
movement to thefirst extension period isamajor stepin
preparing the block for intensive seismic surveying and
subsequent drilling. The work compl eted recently by
our technical staff has further enhanced our belief in the
prospectivity of the southern half of the permit. Neigh-
boring wells continue to make substantial discoveriesin
analogous geological situations and we are very en-
couraged by these results.”

“ 1 would liketo thank the Omani Ministry of Qil & Gas
for their interest and support for our work and play con-
cept, and for granting the extension to enable usto pur-
suethisexciting area,” he added.

Rima small-fields service contract signed
Source: PDO, 15 June 2008

roleum Devel opment Oman (PDO), Petrogas Rima
LL C (Petrogas) and Oman Oil Company (OOC),
signed a contract today under which a cluster of 18
smdll oil fieldsbelonging to PDO in the Rimaarea of
south Oman will be devel oped.

The contract wassigned by H.E. Mohammed a
Barwani, the Chairman of the MB Holding Company,
which isthe parent company of Petrogas, Ahmed a
Wahaihi, the Chief Executive Officer of OOC, and the
Managing Director of PDO, John Ma colm.

The signing took place at the Ministry of Oil and Gas, in
the presence of the Minister, H.E. Dr. Mohammed bin
Hamad a Rumhy, and other senior officials.

“1 am very happy to see that two Omani companies
have won thisimportant contract to devel op the Rima
fields,” H.E. Dr Rumhy said. “ The contract was awarded
on the basis of a highly competitive open tender in

which more than 200 companiesfrom both Oman and
abroad participated.”

Mr Malcolm hailed the Rima Small-Fields Service Con-
tract as an effective way to increase production from the
cluster of fields.

“The 15-year service contract isaimed atraising—ina
quick and cost-effective way — the production levels of
these fields, which contain morethan 500 million barrels
of oil inthe ground and are currently producing about
2,000 barrelsof oil per day,” hesaid. “ The contract will
thus allow PDO to dedicate its resourcesto the devel-
opment of itslarger fields, which currently account for
the vast mgjority of itsoil production, and to the execu-
tion of its complex enhanced-oil recovery projects.”

H.E. a Barwani said: “We have worked closely with

PDO for many years. The experience we have gained
and the support we have had from the Ministry of Qil
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and Gasand from our partners give me confidence that
we can take on the challenge of materially increasing the
production of the Rimafields.”

Aspart of the Rima Small-Fields Service Contract,
Petrogas and OOC will follow anagreed work
programme covering all aspects of the cluster’ sdevel-
opment—from exploratory appraisal and sub-surface
studiesto well engineering and facilities construction
through to operations and maintenance. PDO, which re-
tains full accountability for what happensin its conces-
sion area, will closely monitor the work undertaken by

the consortium.

Under the terms of the contract, Petrogas and OOC will
only receive financial rewards based on the production
levels obtained from the fields covered by the service
agreement and on the costs involved in achieving those
production levels.

A similar service contract was awarded in February 2006
to MedcoEnergi, an Indonesian oil and gas company,
and OOC for the development of acluster of small oil
fieldsinthe Karim area of south Oman.

Oman Gas set to venture into upstream gas business
Source: Oman Observer, 19 May 2008

man Gas Company SAOC (OGC), which ownsand

operates the country’s burgeoning gas transporta-
tion network, isdiversifying its business portfolio to in-
clude—for thefirst time— asignificant rolein the up-
stream side of the natural gas business. The moveisin
linewith the state-owned firm’ svision to eventually
grow into an integrated gas company with interestsin,
among other areas, upstream gas development, and
construction and operation hydrocarbon processing fa-
cilities.

“The coming fiveyearsarelikely to witnessagrest
change in OGC' s business asiit focuses on being com-
mercially more enterprising rather than amere gastrans-
porter,” said Dr Mohammed bin Hamad al Rumhy, Min-
ister of Oil and Gasand Chairman of OGC. “OGC isturn-
ing now to be an integrated gas company which will be
taking (greater) custodianship of the gas energy market
inOman,” he stated in the company’ s2007 Annual Re-
port issued here recently. “ The company intends to go
more upstream starting with its participation in the new
gasconcession areas,” Dr Al Rumhy said. “OGC hasal-
ready been activein the highlevel management of PDO,
BG and BP gas concessions.

The aim isto manage gas as a resource on a country-
wide scale, implementing strategi esto meet the demand
intermsof volumeaswell asquality.” OGC ispreparing
to enter into partnershipsin upstream gas development,
aswell asin the engineering, construction and opera-
tion of hydrocarbon processing facilities, according to
OGC' sChief Executive Officer, Yousuf bin Mohammed a

Ojaili.

“Last year wasthe start of the journey to take OGC into
the next stage of business and responsibilities,” Al
Ojaili stated inthe Annual Report. “1 am glad to note
that this has progressed very well with the full support
from the Board and government, and OGC is how get-
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ting ready to participate in upstream gas devel opments
and will be teaming up with other government compa-
niesin the Sultanate to realise there opportunities.”

OGC' s planned foray into the upstream gas business
comes against a backdrop of an accel erated expansion
of the gas transportation and compression capacity of
its network. Work is under way on anew compression
station in Fahud on the 32-inch pipeline that supplies
gasto Sohar. A similar compression station isalso under
development at Buraimi to facilitate theimport of low
pressure gasfrom Dol phin Energy fromthe United Arab
Emiratesto Sohar. Work on both compression projects
will be completed inthethird quarter of thisyear.

OGC hasal so launched work on anew 250km loopline
from Saih Rawl to Mukhaizna, which will beintegrated
with the existing Saih Rawl-Salaah pipeline. The project
is expected to be completed in the third quarter of this
year. New EPC contracts are also due to be awarded for
additional compression capacity at Nimr aimed at aug-
menting suppliesto Salalah, where amajor methanol
schemeisunder development, while anew power and
desalination plant is envisaged.

In the Sohar area, where several new major industries
are under various stages of implementation, OGC isde-
veloping new supply capacity. The new consumers will
include auminium downstream industriesin the Sohar
Industrial Estate, aswell asthe aluminium loading bay,
and the Shadeed and Sharq Sohar plants. Underscoring
the growth of itstransportation network, OGC trans-
ported atotal of 7.37 billion cubic metres (BCM) of natu-
ral gasto consumers around the Sultanate last year, rep-
resenting 4.2 per cent growth over 2006 volumes. Also
for thefirst timein OGC’ shistory, amaximum of 27.2 mil-
lion cubic metres of gas was transported on June 14,
2007, against the daily average of 20.2 MCM, the com-
pany added.



BP to commence Block 61 drilling by year-end
Source: Oman Observer, 18 May 2008

Energy giant BP plansto drill thefirst of several ap-
praisal wellsthisyear targeting the potentially pro-
digious Khazzan and Makarem gasfieldsin centra
Oman. If proven to berich and commercially devel op-
able, the fields could provide a potentially vast supply
of natural gas to feed the country’ s burgeoning appetite
for energy and feedstock. Mindful of the strategic im-
portance of this project to sustaining the Sultanate’ s
rapid economic growth, BP saysit isramping up efforts
to appraise and develop the fields.

“We understand the importance of this project to Oman,
and areworking hard to accel erate the programme as
much aswe can,” said Michael Townshend, President,
BP Oman. “Itisinal of our intereststo appraise these
fields as soon as possible and, if successful, bring it to
full field devel opment.

We need to do thisin asafe manner, aswell asin away
that ensures economic success for the Oman Govern-
ment and ourselves. We are encouraged by the support
extended by the Government and the Ministry of Oil
and Gas,” Townshend added.

In February 2007 theinternational oil major was awarded
the concession to appraise and develop gas reserves
contained within Block 61, a2,800 sq km areathat in-
cludesthe Khazzan and Makarem gasfields. Successful
development of these ‘tight’ gas reservoirs could open
up around 30 trillion cubic feet (TCF) in potential gasre-
Serves.

Already, contractstotalling around $150 million have
been awarded by BP Oman for arange of appraisal ac-
tivities. Global Geophysical Services of the United
Statesis currently implementing the contract for seismic
acquisition covering most of Block 61’ sacreage.

“Thisisour first field operation,” commented
Townshend. “We are evaluating the whole of the block
by taking seismicimagesinwhat istheworld’ slargest

land-based 3D wide azimuth seismic survey. Thisopera-
tionwill last another six months.”

Drilling will commencein thefourth quarter of thisyear,
with Oman-based DalmaEnergy & Co supplying two
rigsfor the operation. Initially two appraisal wellsare
planned, with four additional wellsenvisioned during
2009. “Wewill havethefirst set of resultsin thefirst
quarter of 2009 and only then will wetruly get to know
how much gas can we extract from these very tight gas
reservoirs.”

Therigs, Townshend explained, will be specially ouitfit-
ted to drill asfar deep as 5km through some of the hard-
est rock ever known anywhere on Earth. “We know that
Oman is blessed with some of the hardest rocks known
to mankind, so we need to have as much horsepower as
possibleto drill through thisvery hard rock. Accord-
ingly, therigswill be beefed up with top drives and ad-
ditional mud pumps.”

Over the next five years, BP plans significant invest-
ment in appraising the development potential of the
Khazzan and Makarem fields. A joint decision by BP and
the Oman government to proceed with full field devel-
opment isexpected before early 2013. Appraising and
developing Block 61’ stight gas reservoirs present for-
midable hurdles, says Townshend.

“Itwill involvealot of technical challengesin terms of
how to get the gas out of the ground efficiently and
cost effectively. Drilling efficiently through hard rock,
completing thewell, fracturing the extremely tight rock,
stimulating the reservoir, and so on, will all pose major
challenges.” Towardsthisend, BPishbringing in exper-
tisefromitstight gasoperationsin North America, Al-
geriaand elsewhere. “Wearebringing BP sglobal ex-
pertiseto bear on this project - whether it isfracturing,
stimulation, hard rock drilling, seismic, and so on. Block
61 represents avery considerable hydrocarbon prize.
We need to make sure we get thisone right.”

GE compression technology selected
to increase production in Oman
Source: GE Oil & Gas, 8 May 2008

or more efficient extraction of gasfrom depleted

wellsinfour of itsgasfields, Petroleum Develop-
ment Oman (PDO) hasturned to advanced, high-pres-
sure compression technology from GE Oil & Gas.

Under amulti-year, multi-project contract valued at more
than US$250 million, GE will supply 16 electric motor-

driven centrifugal compressorsfor high-pressureinjec-
tion applicationsinthe Kauther, Saih Nihaydaand Yibal
gasfieldsof Oman.

The compressorswill be manufactured at GE Oil & Gas

facilitiesin Florence, Italy and will be shipped to Oman
over the period of 2009-2015, for atotal of 14 projects
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that will come on line between 2010 and 2016.

“For morethan three decades, GE Oil & Gashasbeen
dedicated to the development of state-of-the-art tech-
nology for challenging gasinjection applications, such
as sustaining and improving production from depl eted
wells,” said Claudi Santiago, President and CEO of GE
Qil & Gas. “Our experience with these types of projects
worldwide was akey factor in our selection by PDO to
provide compressors for upcoming projects that will
help maintain the levels of gas production throughout
theregion.”

The new projectsreinforce GE' sexisting relationship
with PDO, amajor exploration and production company
inthe Sultanate of Oman. Last year, GE received two
contracts from PDO to supply centrifugal compressors
for projectsin the Saih Rawl gasfield of central Oman
and the Harwed ail field of south Oman.

PDO accounts for more than 80% of the country’s crude
oil production and nearly all of its natural gas supply.
The company is owned by the government of Oman
(60%), the Shell Group (34%), Total (4%) and Partex
(2%). Gasfields, however, are operated by PDO exclu-
sively on behalf of the Omani government.

In addition to Oman, GE Oil & Gasisactivethroughout
the Middle East, where the demand for technology and
services to support the industry continues to grow.

“We are pleased to be supporting the leading role that
theMiddle East playsin fulfilling much of theworld's
energy requirements,” said Mohammad Ayoub, Opera-
tions Leader and Region General Manager — Middle
East for GE Oil & Gas. “We continueto expand our
broad portfolio of products and services to help meet
the pressing energy and environmental needs of cus-
tomers throughout the region.”

Dwindling oil production drives Oman’s EOR efforts
Source: Oman Observer, 7 May 2008

man’ s oil sector, the mainstay of the economy, con-

tributed about 62 per cent of government revenues
in 2007 compared to 65 per cent in the previousyear.
Despiteadeclinein thetotal annual oil production to
thetune of 3.7 per cent — from 269.2mn barrel sin 2006
to0 259.3mn barrelsin 2007 — the modest increase of the
revenue pie was aresult of the increase in the average
price of Omani crudeoil from $61.7 per barrel in 2006 to
$65.2in 2007, the Kuwaiti think-tank Globa Investment
House (GIH) said in an analytical report.

Oman'sail fieldsare generally smaller, morewidely scat-
tered, less productive, and more costly per barrel thanin
other Gulf countries. The averagewell in Oman pro-
duces only around 400 bpd, about one-tenth the volume
per well of those in neighbouring countries. To augment
production, Oman uses avariety of enhanced oil recov-
ery (EOR) techniques.

While these methods raise production levels, they in-
crease the cost, says GIH. Petroleum Devel opment
Oman, the country’ s second largest employer after the
government, holds over 90 per cent of the country’sre-
serves and accounts for about 95 per cent of crude-oil
production and nearly al of its natural gas supply. PDO
owned 106 out of atotal 124 oil producing wells.

PDO, together with other oil producing companies (Oc-
cidental Oman, Daleel Petroleum, Novus Oman and
Petrogas, and so on) produced acombined 259mn bar-
relsof oil in 2007, compared to 269.2mn barrelsof il in
2006, 283mn barrel sin 2005, 285mn barrelsin 2004,
299mn barrelsin 2003 and 328mn barrelsin 2002. Tore-
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versethisdeclinein oil production, PDO has planned
for major investmentsin technology and infrastructure
investments such as enhanced oil recovery technolo-
giesin the coming years. Owing to these increased in-
vestmentsin oil development activities, Oman’soil and
reserves stood at 5.6bn barrels at the end of 2006, anin-
crease of 68.3mn barrelsover the previousyear.

Thedaily oil production at the end of January 2007 av-
eraged at 716,400 bpd, whichisa7 per cent y-o-y de-
clinefrom 770,500 bpd. Of this, 550,000 bpd isexpected
to come from magjority state-owned PDO. Tota crude oil
exportstotalled 222mn bbl/day in 2007, adecline of 4.8
per cent from the previousyear. The majority of Omani
oil exportswere directed to the east. China, Japan, Ko-
reaand Thailand captured about 72.2 per cent of total
oil exportsin 2007.

To help offset declining output, Oman’s Minister of Qil
and Gasannounced in April 2006 that the country plans
to invest $10bn in upstream oil and natural gas projects
during 2006-2011 to boost oil output to 900,000 bpd and
natural gas production to 70-80mn cubic metres per day.
A lion’' sshare of this effort will focus on enhanced oil
recovery initiatives to improve recovery rates at severa
of the country’ s ail fields.

Oman also plansto increase exploration and production
activities, although the natural gas sector will receive
much of these investments. The oil and gas investments
are expected to constitute about 23 per cent of the total
investment of the country in 2008, up 12 per cent over
last year.



Oil output to be sustained despite high prices: PDO MD
Source: Oman Observer, 6 May 2008

hn Malcolm, Managing Director, Petroleum Devel-

pment Oman (PDO) explainswhy hiscompany in-
tendsto keep oil production levelswhere they are rather
than increase them to take advantage of high oil prices
inaninterview in The Report: Oman 2008, the | atest of
the annual business publications from Oxford Business
Group (OBG), publishing, research and consultancy ser-
vicesfirm.

“PDO’ s shareholders have wisdly resisted the tempta-
tion to reflexively boost the company’ s oil productionin
the short term to take advantage of current oil prices.
Doing so might have jeopardised our ambitious second-
ary and tertiary recovery plans,” he said. Secondary re-
covery involvestheinjection of an extraneousfluid,
such aswater, into the reservoir to maintain reservoir
pressure and to displace hydrocarbons toward the pro-
ducingwells.

Tertiary recovery — also known as enhanced oil recov-
ery (EOR) — refersto the production of oil by thermal
means (such as heating the reservoir with steamto re-
ducethe oil’ sviscosity), by chemical means (such asin-
jecting chemical agentsinto thereservoir to ater the
oil’ sflow properties) and by means of miscible displace-
ment (such asinjecting agasinto the reservoir into
which the oil can dissolve). PDO is one of the few com-
paniesin theworld carrying out field-development
projectsin al three EOR categories. “ PDO’ s sharehold-
ers have instead opted to assure themselves of a stable
level of production for the future.

They agreed in 2007 to set the company’ s average an-
nual black oil production target between 540,000 and
560,000 barrelsaday, and that isthe range wherewein-
tend to stay for the medium to long term. “Thisis not to
say that our operations have been impervious to high
oil prices. They probably affect us most in the same way
that they affect others— as one of the primary drivers
of rising costs.”

Rated asthe premier guidefor foreign direct investment
into the country’ s vibrant economy, The Reportisan a
guide to the many facets of Oman, including its macro
economics, infrastructure, political landscape, banking
and sectoral developments, and presents aremarkably
in depth profile of Oman. The publication, with an inter-
national distribution of 72,400, isbeing produced by a
team of six OBG analysts based in Muscat for six
months, who conducted some two hundred interviews
with leading political and economic figures.

Malcolm also added, “ Secondary and tertiary recovery
techniquesrequire alot of time, effort and money to
implement well. They require athorough understanding
of the oil reservoir and careful, long term planning. We
cannot | et volatile oil pricesdrive our long-term busi-
nessdecisions.” The Report: Oman 2008 ispublishedin
partnership with OCIPED, Official National Partner,
Oman International Bank, asFinancial Research Partner,
PriceWaterhouseCoopers as Accountancy Partner, and
Al Alawi Mansoor Jamal & CoasL ega AnalysisPart-
ner.

Oman plans to award 5 more non-associated gas blocks
Source: Oman Observer, 6 May 2008

he Sultanate is considering to award five non-asso

ciated gasblocksto international oil firmsfor devel-
opment on production sharing basis, said a senior Qil
and Gas Ministry official yesterday.

“We are in the process of evaluating bids and
shortlisting companies for non-associated gas blocksin
northern Oman. It will be awarded soon,” Dr Saleh A &
Anboori, Director-General of Management of Petroleum
Investment at the Ministry of Qil and Gastold the Ob-
server. He was speaking on the sidelines of agraduation
ceremony organised by the Petroleum Devel opment
Oman (PDO).

Thisisin addition to aplan to develop five oil blocks -
two offshore and three onshore - situated between
Musandam and Salalah. Of this, the offshorefieldsare
Blocks 40 (located off Musandam coast) and Block 50

(near Masirah Island) and onshore concession are
Block 17 (in Musandam) and Blocks 36 and 38 (in south-
ern Oman bordering Y emen). “ The government will in-
vite bidsfrom international oil companiesfor devel op-
ing at least three oil blocks shortly,” he said, adding,
“Theseareblocks40, 17 and 50.” Dr Al Anboori said
thiswas part of a government strategy to enhance oil
and gas production with the expertise of multinational
firms,

"Theinternational oil companies have new techniques
for seisemic survey and imaging techniquesfor ap-
praisal in difficult geographic conditions,” he noted.

“Each company hasitsownidea,” hesaid. Dr Al
Anboori said that a concession to develop an onshore
block near Masirah | sland would be awarded to an inter-
national oil company soon. “Block 55 near Masirah |s-
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land will be awarded for development within amonth,”
he said, adding; “We have received severa bidsfrom
international companiesfor these blocks.”

The Sultanate has been inviting multinational oil firms
to enhance oil output, whereas the majority state-owned
PDO isinvesting heavily to enhance output using en-
hanced oil recovery programmes. It wasonly last year

that the government has awarded block 30 and 41 to
RAK Petroleum and Reliance Industries, respectively,
for development. Asmany as 20 foreign companiesare
currently engaged in different stages of appraisal, explo-
ration and oil production in 30 oil blocks acrossthe
country. Theseinclude Occidental, British Gas, British
Petroleum, Circle Qil, GotQil, Indago, Reliance Industries
and PTTEP

PDO set to double condensate production this year
Source: Oman Observer, 5May 2008

Patrol eum Devel opment Oman (PDO) aimsto double
condensate production during 2008, with the newly
commissioned Kauther Gas Plant set to contribute much
of the additional volumes. Natural gasand itsliquid by-
product, condensate, both of which PDO produces on
behalf of the Government of Oman, continued to repre-
sent agrowing proportion of the Company’ stotal hy-
drocarbon output, said PDO Managing Director John
Ma colmin hisreview of the company’ s performance
during 2007.

“Last year, our gas production was equivaent to
395,000 barrelsof oil per day, while condensate produc-
tion grew to an average of 46,000 barrels per day. Our
total hydrocarbon production — our oil, aswell asthe
gas and condensate we produce on behaf of the gov-
ernment — isequivalent to morethan amillion barrels
of ail equivalent per day,” Malcolm stated in the
company’ s 2007 Annual Report i ssued here recently.

Condensate production in 2007, averaging 46,500 bar-
rels per day, was below the Company’ starget of 53,700
barrels per day. The lower condensate yield was attrib-

uted to avariety of factors, including production con-
straints at the Saih Nihayda plant, less-than-planned
gas demand from customers and alower than expected
gas/condensateratio at Saih Rawl.

However, condensate volumes have grown in the wake
of the commissioning of the Kauther Gas Plant last No-
vember, two months ahead of schedule. Output from the
gas plant averaged around 4 million cubic metres of gas
per day and over 25,000 barrels per day of condensate
by the end of 2007. The launch of the new unit will en-
able PDO to almost double condensate production dur-
ing 2008, the Annual Report said.

Natural gas supplied by PDO to the Government Gas
System (GGS) averaged 16.4 million cubic metres per
day, which was higher by 0.7 million cubic metres per
day compared to volumes supplied in 2006. The Kauther
GasPlant’ s sharewas around 0.6 million cubic metres
per day, the Report said. PDO gas suppliesto major
consumers outside the GGS a so grew by around 0.9 mil-
lion cubic metres per day to 46.9 million cubic metres per
day.

$1.9b worth of major contracts awarded
Source: Oman Observer, 5May 2008

Patrol eum Development Oman (PDO) hasawarded a
total of 96 major contractswith acombined value of
$1.9hillion last year. Also, the company awarded con-
tractsworth $60 million to local community contractors
(LCC) in 2007, the national oil company saidinitsan-
nual report. The LCC schemeisaninitiativeto give
people living in the company’ s concession area oppor-
tunities to establish their own companies, which could
provide servicesto PDO.

PDO said that there was asharp increasein capital ex-
penditure, which wasreflected across Oman and there-
gion. The supply chain management department, there-
fore, had to ensure that contracting policies and strate-
gieswere adjusted to take into account the current mar-
ket situation. The department has established a strat-
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egy, planning and market intelligent section to support
the development of contractor sourcing and selection
processes that help to mitigate the current demand and
supply constraints.

Meanwhile, the ability of Petroleum Development Oman
(PDO) to secure 0il and gas production depends criti-
cally onthe delivery of new wells and the performance
of existing ones, the annual report noted. PDO, which
contributes almost 80 per cent of the country’ s oil pro-
duction, set an ambitioustarget of drilling 361 develop-
ment wellsin 2007.

“But tough market conditions, which limited the avail-
ability of rigsand well engineers, resulted in ashortfall
of 61 wells,” theannual report said. Also, the tough mar-



ket conditionsled to a 12 per cent increasein the aver-
age cost of new wells. Nevertheless, there were some
significant successes— particularly in terms of the ap-
plication of new well technologies.

In Fahud, for example, theintroduction of special ce-
ment allowed the company to fix steel casing in deep
wellswith fewer complications. Under-baanced drilling
was established as a standard technology, allowing ail
to be produced whilethewell isbeing drilled and in-
creasing its productivity onceit is commissioned.

Last year, several PDO well engineerswere sent to
Houston, Texas, for short-term assignments at Blade
Energy, akey service provider to Shell for under-bal-
anced drilling and thermal-well design. Under the coach-
ing and mentoring of the Blade experts, PDO well engi-
neers customised well-design options for the under-bal-
anced drilling and EOR techniquesthat will beimple-
mented at certain fields. Another batch of well engineers
will undergo similar training in 2008, thistimefocusing
on the maintenance and operational aspects of such
wells.

PDO reveals 3.2 billion-barrel increase in STOIIP during 2007
Source: Oman Observer, 4 May 2008

Petroleum Development Oman (PDO) hasreported an
increase of 3.2 billion barrelsin the company’s
STOIIP (stock-tank oil initially in place) volumesin 2007.
Thefigure represents animpressive 88 per cent jump
over the corresponding STOIIPincrease of 1.7 billion
barrelsachieved in 2006. STOIIPistheamount of oil be-
lieved to be originally contained in arock formation at
stock-tank conditions (under atmospheric pressure and
room temperature).

The company attributed the growth in STOIIP volumes
largely to the booking of the Habhab heavy-oil reservoir
that was apprai sed during the year, and from the Rabab
Southeast and Budour Northeast oil discoveries. Fur-
ther STOIIPincreasesresulted from field development
plans undertaken by the company’ s multi-disciplinary
Study Centre and revised petroleum-engineering stud-
iesof the Amal, Habur, |hsan/Mawhaoob, Nimr C and
other fields.

The higher STOIIPfiguresare one of many highlights of
PDO’ sperformanceduring 2007, detailed in the
company’s2007 Annual Report rel eased here recently.
“After several years of intensive effort and hard work
by the Company’ s staff, | am pleased to report that we
arewell on the way towards laying asolid foundation
for the Sultanate’ slong-term oil production,” said PDO
Managing Director John Malcolmin hisreview of the
company’ s 2007 performance. “ During 2007, PDO
passed severa project milestones that will ensure our
ability to produce oil and gasfor yearsto come.”

The Study Centre, which is at the heart of PDO’ s efforts
to secure the country’ slong-term oil output, completed
fivemgor field development plans (FDPs) during 2007,
covering nearly 68 per cent of PDO’ s stock-tank oil ini-
tialy in place. A further five new FDPswereinitiated in
2007 which, by theend of 2009, will cover over 88 per
cent of STOIIP. Several new oil discoveriesreported by
PDO during 2007 are also expected to reflect positively
on STOIIP volumes growth. Following the discovery in

2006 of amajor oilfield at Budour Northeast in south
Oman, asecond exploration well — known as Budour
NE-2 —found significant new oil volumesin another
reservoir of thefield, said PDO inits Annual Report.

The other reservoir islocated in aformation beneath the
one tapped by the original discovery well. When tested,
the Budour NE-2 well produced ahigh quality oil at
ratesin excess of 5000 barrels of oil per day. Budour
Northeast will be the subject of an aggressive appraisal
drilling programmein 2008, with several new exploration
wellsplanned to bedrilled in the areaaswell. Further-
more, anew and potentially significant oil discovery
was made in Rabab Southeast, also in south Oman. By
the end of 2007, the discovery well was being tested,
and theresultslooked promising. Appraisal drilling will
be donein 2008 and 2009 to further delineate the dis-
covery, the Annual Report said.

Equally rewarding hasbeen PDO’ s continuing driveto
find new gasreservesin 2007. Commercially attractive
volumes of natural gas were discovered at the Fahud
Southeast field in horth Oman. The gas bearing reser-
voir islocated at adepth of around 4,500 metres, ap-
proximately 10 kilometres southeast of the Fahud ail
field. Initial production testing of the discovery well
yielded a stabilised gasflow rate of some 100,000 cubic
metres per day.

A significant gasdiscovery wasaso made at Simr, lo-
cated 28 kilometres northwest of the Saih Nihaydagas
field. The Simr-1 well found substantial volumes of gas
at adepth of fivekilometres. Simr islocated inthe one
of the blocks currently being marketed to third parties
by the Ministry of Oil and Gas and thereforeislikely to
be developed by another operator. In another promising
development, an exploration well discovered afield ex-
tension to the Burhaan West gasfield, which islocated
northeast of Simr. At the end of 2007, the well wasbeing
tested with very encouraging results, the Annual Report
stated.

OGWA 2010 Market Report 65



63.8pc rise in Omani oil price
Source: Oman Observer, 26 April 2008

xports of Omani crudetotalled 36.108 million barrels
uring January and February thisyear, against
37.905 million barrel s exported during the same period
last year, entailing adecrease of 4.7 per cent.

According to the monthly statistical bulletin of the Min-
istry of National Economy, the total production of crude
oil and condensates stood at 44.108 million barrelsby
end-February 2008, as against 42.306 million barrelsdur-
ing the corresponding period in 2007, representing a
growth of 4.3 per cent.

Daily production averaged 735,100 barrelsduring this
period, asagainst adaily output of 717,100 barrelsdur-
ing the corresponding period in 2007, constituting arise
2.5 per cent. The average price of Omani oil rose by 63.8
per cent to $86.78 per barrel by end-February 2008, as
against $52.98 per barrel during the corresponding pe-
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riodin 2007. Chinatopped thelist of importers, lifting a
total of 18.166 million barrels during thefirst two months
of thisyear, compared to 19.164 million barrelsduring
the same period in 2007, constituting a6 per cent de-
crease.

Thailand imported 6.277 million barrel s during the period
inquestion, against 4.513 million barrelslast year, anin-
crease of 33.6 per cent. Japan came third with imports of
5.372 million barrels during the January-February 2008
period, against 5.162 million barrel s during the same pe-
riodin 2007, representing an increase of 4.1 per cent. To-
tal natural gas production fell slightly by 0.5 per cent
during January-February 2008 period to 172.408 billion
cubicfeet (BCF), against 173.284 BCF during the corre-
sponding period in 2007. Gas consumption fell propor-
tionately by 0.5 per cent to 172.408 BCF thisyear,
against 173.284 BCF during the sameperiodin 2007.



