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1. Intnoduction

This book is a future Vision yor a Czeck petroleum Company

£UROPE PETKOLEUM EXPLORATION & DRILLING CORPORATION Ltd.
Leading countries i petroleum enengy industry, as USLA, “hauce, Holland, Cauada,
China, Russia, Rave thein own oil comparies as Conoco (USA), ExxonMobil
(UsA), Total€ly Tfina (Crance), Shell (Nollaud), ... whick are looking fon oil
aund gas inside and outside thein countries.

So they satisy the need ofy thein country from the national energy consumption and
they make more woney in reseling oil to other countries, plus they are solid support fon
the budget ofy thein state.

When we Look to the situation oy Czech Kepublic, we find that it is ouly a market for
other counthies.

So it is time to move funther and to develope the capacity in the domain of energy and
petnoleum industries whick can Rave a veny Realthy consequence on Czech economy.

[ thine that OMYV is a beautivull example for a small country as Austria, whick is
wot among Nick Countries in oil and gas resources, but with the Relp oy OMY company
(whick is supponted by UAE - 19% chain). Austria get what it need from exergy and
supply othen countries in Europe as Czeek republic fon example.

(Jousset; €0 Radi
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2.1. Middle East Petroleum Energy Sector
Offering Investment Opportunities

During the past 20 years the Middle East has probably experienced more attention globally due
to its politics and position in world affairs rather than for its enormous energy wealth. Indica-
tions that stability is returning to the region heralds good news at the start of the 21" century.
History indicates that investors seeking opportunities frequently follow periods of turbulence or
uncertainty. Could that also be the case across much of the Middle East?

There are indications that international investors are becoming more frequent visitors to
the region. At the same time there appears to be renewed interest across the Middle East in
attracting foreign investment mainly in the energy and utility sectors, where substantial capital
expenditure is required to meet the increasing demands of growing economies and rising
population numbers. The population in the region is estimated at some 200 million at the end of
the 20" century and is projected to grow at about 2,6 % during the next 10-20 years.

It is estimated that capital expenditure of around 350 € billion will be required during the next 10
years on major infrastructure projects for oil, gas, electricity and water. Middle East countries may
not be able to fund such amounts of capital expenditure from oil revenues unless the price per barrel
averages 23 € or more during the next decade. Country budgets have been under pressure due to
low oil prices for much of 1990s, and the deficits are costly to fund and require to be repaid.

Financial pressures have been substantial. Fluctuations in oil prices cumulated towards the
end of the 1990s at low levels not experienced in decades. Saudi Arabia denied reports in late
1998 that it had made approaches to the United Arab Emirates for a 5 € billion loan to assist
finance projected budget deficits. Other countries were reported to have experienced difficulties
meeting budgets given the low oil price. These reports are not surprising given the oil price
collapsed by more than 50 % and depressed oil export earnings during this period.

Many investment projects in the Middle East are longer term and capital-intensive. Committing
future funds for these projects is manageable provided oil export earnings continue to flow at
projected levels. However, this depends on volumes sold and price, as well as global supply and
demand issues. Given the vast volumes of oil exported by Middle East countries, a movement of
41 per bbl has a significant impact. For instance, in Saudi Arabia the difference in oil revenues
would be about 2,7 € billion for a year. Fortunately. the oil price was about 25 € per bbl at the
end of December 1999.

The period of low oil prices triggered many governments in the Middle East to consider reduc-
ing subsidies to organizations that provide services to their nationals and to initiate plans to
retain a larger element of the oil value chain within their direct control. Sustained high levels in
population growth are also causing problems to government budgets. Countries in the Middle
East are seeking to encourage greater participation by the private sector. The governments see
many potential benefits from encouraging growth in that sector. Many regional countries have
started programmes to privatize state-owned businesses (generally outside the oil sector) as
a means of reducing subsidies and thus conserving cash resources. As part of these programmes
regional governments have begun privatizing, for example, telecommunications and electricity.
Some countries have also cut expenditure by reducing subsidies, cutting capital expenditure and
delaying or canceling projects.



In some countries across the Middle East governments are moving towards permitting foreign
investment in upstream oil projects on carefully structured financial arrangements. The govern-
ments are balancing the encouragement of foreign participation with retaining control over their
oil assets. The involvement of foreign investment also leaves governments with resources for
investment into other essential projects, enabling more rapid development of the economy.

To fund the major capital programmes required to further develop the regions® hydrocarbon
resources and meet the increasing power generating capacities arising form population growth
and industrialization, private and foreign capital will be needed. Indeed, in many countries
within the region, such as UAE, Oman and Qatar, this process has already commenced.

The following paragraphs provide an outline to oil and gas related investment opportunities
arising in some of the larger economies within the Middle East region as a consequence of
these trends. This article focuses on Iran, Kuwait, Oman, Saudi Arabia and UAE, which are
key markets because of their large oil and gas reserves, and also Egypt because of the size of
its population.

2.1.1. EGYPT

During the last decade the Egyptian economy has made good progress in the wake of govern-
ment reforms and an International Monetary fund (IMF) stabilization policy. Amidst the priva-
tization plans for key government owned and managed sectors, foreign investment has been
actively encouraged and foreign business interests have grown considerably. The privatization
programme is expected to continue and the telecommunications and energy sectors, in particu-
lar, utilities will be part of this process in the near term.

Egypt has one of the largest populations in the Middle East with about 60 million people. As
with other countries in the region it also enjoys a high birth rate and some 500,000 new job seek-
ers enter the employment market annually. Egypt‘s Government has developed a privatization
programme that is fundamental to its future economic strategy. The Government recognizes the
need to attract more foreign investment to provide job opportunities and lower the unemploy-
ment rate, which is estimated at around 18 %, although official figures are closer to 9 %.

Egypt is a significant oil producer and is becoming an influential player in the gas market. In
the coming years energy will continue to be a key element of the economy, as oil exports equate
to around 40 % of export revenues and major new gas fields in the Nile delta will enable the
country to counted amongst the world's leading gas exporters.

Although the state-owned Egyptian General Petroleum Company (EGPC) controls most of the
country s oil and gas assets it does so through joint-venture arrangements and participation with
private and foreign owned companies such as BP, Amoco, Repsol and British Gas. With vol-
umes of oil declining from its older fields the involvement of foreign companies in oil and gas
exploration activities has been and continues to be encouraged. In 1999, 15 concessions were
offered for bidding. With economic activity in the country increasing these new oil plays are
important to help stave off the point when the country becomes a net importer of oil. New pro-
duction is not just limited to finds by major producers but also involves smaller independents
such as apache, Seagull and Tanganyika Oil.



Part of the drive to conserve oil consumption during the 1990s was a major push to increase
the country's gas reserves and production. Significant finds have been made in the Nile Delta
and Western Desert, and in 1999 official estimates put Egypt's proven gas reserves at 40 (cf,
compared to 20 tef in 1997. Major companies in the gas sector include The International
Egyptian Oil Company, an ENI Group company, BP-Amoco and Shell. The increase in gas
reserves now provide an opportunity for investment in export orientated projects, and in
November 1999 Shell is reported to have submitted plans to export gas from its block offshore
the Nile Delta, where it is committed to spending about 160 million €.

The Egyptian electricity sector is also set to be a major area of investment by foreign
companies. Electricity demand in the country is increasing at approximately 7-8 % per annum,
and significant investment is needed to increase generating capacity. There are plans to privatise
elements of this sector by selling shares to private investors, and several BOOT projects are
being put in place to finance the expansion of the required generating capacity. A joint venture
between Bechtel, Shell and two local partners will develop the first BOOT project at an
estimated cost of 450 million €. The scheme is expected to be operational by 2001 and will be
the largest private power plant in the Middle East. Electricite de France (EdF) has been awarded
a second project with a total investment requirement of about 900 million €,

The country also has plans to link its electricity network to neighbouring countries such as Jordan,
Syria and Turkey. The link to Jordan has already been completed at a cost of 240 million €.

2.1.2. IRAN

During the past 20 years the U.S., the world"s largest economy, and Iran, the world*s second
largest oil producer with roughly 9% of the world"s oil reserves and 15 % of its gas reserves,
have had many political differences. In the mid-1990s the Clinton Administration imposed
mandatory and discretionary sanctions on non-U.S. companies investing in Iran‘s oil and gas
sector. There is some recent evidence of attitudes between the two countries thawing. This is
important as it comes at a time when Iran appears to be prepared to accept controlled foreign
investment into its energy industry.

With an ageing energy infrastructure and a young, well educated and growing population for-
eign investment is almost certainly required to assists fund necessary improvements and devel-
opment of oil, gas and electricity sector projects. Iran has a population of about 67 million, but
has a low gross domestic product per head of population. It has enormous potential as a market
for international goods. However, its industries and infrastructure require more investment after
years of passive spend by the government.

Iran faced severe financial problems during the last decade, and such matters were only made
worse as a result of the 1998-99 oil price drop. In this economic environment with its large
oil and gas reserves the country holds huge potential investment opportunities for foreign oil
and gas companies. In 1998 President Khatami called for a steps to be taken to modernize the
country's oil sector and last year the government approved plans to restructure the industry.
Significant progress has been made in the last two years to attract foreign investment to help
develop the country's oil and gas assets and negotiations have been held with several multina-
tional companies concerning the proposed buyback contract.



In November 1990 Shell announced a 800 million € project to develop two offshore oil fields
at Soroush and Nowrooz. Notwithstanding that the Shell deal is subject to scrutiny by the U.S.,
its announcement may well be the catalyst for further major deals with foreign oil companies.
Non-U.S. companies such as TotalFina, Elf, Petronas and Gazprom have all been involved in
significant deals with Iran in recent years, and others such as Lasmo and OMV are starting to
queue up to participate in other available oil and gas plays.

Iran not only needs investment to develop and rejuvenate its older fields but is also eager to
press ahead to explore for new discoveries. In September 1999 Iran announced the discovery
of its largest oil find in 30 years, a 26 billion bbl field at Nir Kabir in the Southwest Khuzestan
province close to the border with Iraq. Such discoveries will require significant investment in
the coming years, and it is likely that foreign funds will be needed.

Foreign investment in Iran is not limited to the upstream oil and gas sectors. National Petroleum
Co (NPC) has embarked on a major five-phase expansion programme to develop the country’s
petrochemical sector and is actively seeking foreign partners to participate in this process. Current
estimates indicate that about 7.2 billion € will be needed to finance the development of the third
phase, which is likely to commence this year. Phases one and two involved 10 projects and 3,5
billion € of investment. This scheme involves the creation of two economic zones in Bandar Imam
and Assaluyeh, the latter of which will process gas from the South Pars gas field. Foreign companies
already involved in the first and second phases include Krupp, Uhde and Bayer. The Bandar Imam
zone will include plants to produce products such as paraxlene (MBTE) and PET/PTAL.

2.1.3. KUWAIT

Kuwait has experienced a difficult end to the 20" century but it is well placed to recover,
holding roughly 9% of the worlds total oil reserves. The country has a population of around
2 million people and is one of only a few oil producing countries that has significant excess oil
production capacity.

Its government has for years applied some of its surplus oil revenues to subsidizing services for
its citizens. However, world pressure on oil prices and a stated government desire to privatize
state owned businesses (not only oil related) to reduce the government's spend on subsidies
indicates a willingness to consider foreign investment or participation in previously highly con-
trolled and financed national businesses.

In 1999 Kuwait made a major policy change regarding involvement of foreign oil companies in
upstream operations. Kuwait plans to increase oil production capacity to more than 3 million bpd
by 2005 from its current production capacity of 2,4 million bpd. In pursuit of this objective Kuwait
has asked foreign oil companies to submit their ideas for boosting oil output in Kuwait's northern
fields. The assistance of foreign oil companies may take the form of ,,operating service contracts™
under which they will be remunerated by way of a per barrel fee, along with recovery of capital
investment and incentives for companies to discuss the opening of the upstream sector.

Regarding downstream operations, Kuwait is studying the possibility of setting up additional
refinery capacity but no firm decision has been taken as yet. The country’s investment focus
also includes expanding its overseas operations in Europe and Asia.



The Ministry of Electricity and Water does not currently appear to be receptive to the idea of
privatization. As a consequence, international investment in the utilities sector is likely to be
limited to the building of new power stations and engineering consulting.

2.1.4. OMAN

Revenues form oil account for 40 % of the country*s gross domestic product and 75 % of Gov-
ernment revenues. However, compared to other petroleum dependent countries in the Middle
East Oman has limited oil reserves. In fact, at current production levels Oman is expected to
exhaust it's oil reserves by 2020. To combat the decrease in oil reserves the country has em-
barked on a plan to diversify its resources of revenue and has become more receptive to foreign
direct investment and assistance compared to many other countries in the Middle East region.
The country's oil resources are controlled by Petroleum Development Oman Ltd., which is
60 % held by the Government and 40 % by foreign oil companies, including Royal Dutch Shell
and Total.

The Government plans to increase current oil production capacity from 900,000 bpd to 1 mil-
lion bpd by 2004. to achieve this goal the assistance and investment of foreign oil firms is being
actively sought in exploring for and developing new fields and also to improve recoveries from
existing well. Several bidding roads have been undertaken and concession agreements have in
recent years been signed with number of foreign oil companies.

Omian is actively pursuing an economic growth strategy of exporting gas and development of
industries that use gas as a feedstock. Much of the investment and developmental efforts by the
Government are focused on achievement of this strategy with participation from the private
sector. Official projections call for gas projects to contribute about 15% of gross domestic
product by the 2002. Action has already been initiated in this area, and the Oman NLG plant
located near Sur, with a total project cost of about 2,5 billion €, is now in its final stages of
completion.

Based on current estimates of demand for power arising from the growth in the country's popu-
lation and industrialization plans, it is anticipated that as a minimum 1,000 MW of additional
generating capacity is required in the power sector in the coming years. This will bring sig-
nificant investment opportunities for the private sector. Together with its neighbour the UAE,
there is a growing trend in the country towards privatizing the power sector. The Gulf*s first
independent power project on a build-own-operate basis was executed at Mannah, and tenders
are expected to be called for two more independent power projects at Barka and Sharqgiya by the
Ministry of Electricity and Water. The Government of Oman is also looking into early privatiza-
tion of transmission services with the objective of achieving savings in capital expenditure.

2.1.5. QATAR

Qatar is a small country with a population of about 750,000. It has the third largest natural gas
reserves in the world and is beginning to emerge as a major exporter of liquefied natural gas. It
is also a member of OPEC and exports around 600,000 bpd of oil. By investing in petrochemi-



cal plants, the Government expects to earn more per barrel produced by exporting its refined
products. Such investment should also help create jobs in the private sector and reduce depen-
dence upon government agencies for employment.

During the 1990s Qatar has been at the forefront of attracting foreign investments and funding
into the region. The country has been successful in raising over 10 billion € in international
syndications and has partnered with multinationals such as Mobil, Total, Arco, Occidental and
Phillips Petroleum.

Nothwithstanding the existing foreign investment in Qatar, much of which has focused on
developing the North Dome gas reserves, further upcoming initiatives will help attract more
foreign investment. The Doha Securities Market is to be opened to GCC citizens, and other
foreigners will be allowed to trade in the shares of new companies through investment funds.

The general environment in the country is receptive to foreign investment, and indications are
that this will continue to be so under the guidance of the current Emir. However the scope of fu-
ture foreign investment is likely to be on scales smaller than the recently completed Rasgas and
Qatargas grassroot LNG projects, albeit new trains are likely to be added to these tow projects,
and plans for the NGL-4 project are well advanced. The larger upcoming development projects
will probably focus on downstream initiatives such as Q-Chem, Qatar Vinyl Co, expansion of
Qafco-4 and TDI project.

One of the major proposed projects that is creating a great deal of interest form investors and
finance providers is the Dolphin gas project with the UAE Offsets Group which involves the
off take of 3 befd from the North Dome. The project. which may involve Mobil in its upstream
element, involves the laying of an 800-km pipeline to the UAE and Oman. Initial project cost
estimates vary between 8-10 billion €. Other North Dome gas export projects include a plan by
the GUSA consortium to supply gas by pipeline to Pakistan.

During the next decade Qatar General Petroleum Corporation also plans to invest significant
amounts in its existing oil fields to enhance the countries oil production capacity.

As Qatar's industrial base expands and its population grows the addition of new and additional
electricity capacity will be a major challenge. There are likely to be opportunities for foreign
companies to participate in an IWPP later this year.

2.1.6. SAUDI ARABIA

Saudi Arabia holds one quarter of the world's proven oil reserves and has the world's fifth larg-
est gas reserves. Through the exploration and marketing of its oil the country has established
strong ties with the U.S. and western economies. For example in 1998 Saudi Arabia supplied
almost 16 % of U.S. crude oil imports.

The country‘s oil and gas sector dominates its economy. However there are increasing signs
that the Government is seeking to diversify its income streams and is prepared to embrace
privatization. There are steps being taken to liberalise the economy and reduce the reliance on
Government funding. In the past year there have been major changes in the public mindset of



many influential persons with the country. Such changes are seen in the proposed privatizations
of Saudi Telecommunications Corporation and the country s electricity system. These develop-
ments bring with them major opportunities for foreign businesses that are prepared to face the
challenges of operating within the country.

Notwithstanding the recent increase in oil prices, ,volatility” is a key issue and one that has
hampered many capital expenditure programmes. Petroleum revenues are critical to the de-
velopment of the country, and optimum utilization of the country's oil and gas resources are
fundamental to the well being of the economy.

Because of the need for continued large-scale capital investment and the requirement to use up
to date technology the Government is beginning to consider new avenues in terms of develop-
ing its hydrocarbon assets. For example, in September 1998 Crown Prince Abdullah invited
proposals for investment in the energy sector form foreign oil companies. This resulted in the
global oil majors submitting proposals for consideration to the Crown Prince in October 1999,
In January 2000 an 11-member Council for Petroleum and Minerals Affairs was established to
determine all matters of investment in upstream and downstream oil projects. The council is
also mandated to approve the form and areas in which investment from the private sector and
foreign direct investment will be sought.

Notwithstanding the formation of the new council, foreign direct investment in upstream oil
sector has been ruled out by industry experts and some Saudi officials because currently Saudi
Arabia has unused production capacity of almost 3 million bbl a day. Industry sources have
indicated that Saudi Arabia is mainly looking for foreign direct investment downstream gas
and refinery projects that would help Saudi Arabia in developing and producing additional gas
volumes.

Significant investment opportunities are foreseen in the power sector. The power sector’s capital
investment needs are estimated at 117 billion € by 2020. Currently, there are no independent
power projects operating on a build-to-own basis due to low tariffs and absence of regulatory
framework. However, the situation is likely to undergo significant change in the next few years
due to establishment of Saudi Electricity Company (SEC) in December 1999, which is to be urn
on commercial lines. The tariff structure for power has been revised effective January 2000, and
the new tariffs are considered to be commercially viable and attractive to establishment of IPPs
provided a proper regulatory framework is also established.

As an initial measure of the likely success of the initiatives in the power sector, the progress of
the STC privatization will be key, because it is will set the tone for future developments.

2.1.7. UAE

The United Arab Emirates (UAE) is a key player in world energy markets and within OPEC. It
has a small population of about 2.6 million but enjoys an important position in the Gulf, holding
roughly 10 % of the world's oil reserves. The UAE is the world's forth-largest oil producer and
has reserves sufficient for more than 150 years at current output levels of about 2.5 million bpd.
It is also one of the top five holders of natural gas reserves after Russia, Iran, Qatar and Saudi
Arabia, with reserves of some 205 tcf.



The UAE is now one of the most diversified economies of all the major oil producers in the
Middle East region. Nevertheless, with oil and derivative products accounting for about 78 %
of the UAE's total exports, the oil price crash in 1998/99 put considerable pressure on the
cconomy.

During the 1970s and 1980s the focus on investment was primarily oil related. In recent years,
however, OPEC oil production quotas and increased domestic consumption of electricity have
provided incentives for the UAE to develop its gas reserves more aggressively. As part of this
development process, the UAE has embarked on major projects costing up to 10 billion € to
upgrade its onshore and offshore gas extraction and distribution systems, and to transfer the
Taweelah commercial district into a gas-based industrial zone. Unlike countries such as Saudi
Arabia and Kuwait, the UAEA, whilst maintaining control over its natural resources, has
engaged in a number of joint ventures in developing its fields, such as with BPAmoco, Total,
Conoco and Exxon.

Dolphin, one of the largest energy related programs undertaken anywhere in the world, was
launched in March 1999. As referred to above, this project involves the off-take of gas from Qa-
tar‘s North field and construction of a new gas pipeline linking Qatar with the UAE and Oman.
The project also envisages the construction of gas and liquid processing facilities with the other
downstream activities relating to the development of new and existing industrial clusters in the
UAE, Qatar and elsewhere in the region.

To add value, the Emirates of Abu Dhabi and Dubai have separately sponsored projects to
increase their refining capacities. Downstream developments include Boroque, a joint venture
between Borealis and Adnoc, which has awarded a 600 million € + contract to a joint alliance
of Germany's Linde AG, and Eastern Bechtel company of the U.S. for construction of an
ethylene plant at the Ruwais petrochemical complex. Other new downstream projects include
ENOC"*s 300 million € condensate refinery in Jebel Ali and the independently owned naphtha
processing plant being constructed by ISO Octane.

During 1998/99 a restructuring of various elements of ADNOC's activities in the country, in-
vestment opportunities are also arising for businesses such as the U.S. - Oman joint venture,
Onsite Arabia, which is setting up two hydrocarbon recovery facilities in the UAE.

To help diversify its risk base and to help secure markets for oil products in the face of fluctuat-
ing oil prices, the Abu Dhabi Government has also begun to seek downstream investments out-
side the Middle East region. For example, governments-owned International Petroleum Invest-
ment Company (IPIC) recently secured a long-term market for Abu Dhabi crude by purchasing
a 50 % stake in a Korean refinery. Previous overseas investments by IPIC include a 19 % stake
in OMV and a 10% share of Spain‘s CEPSA.



3. Technical
analysis




3.1. Geophysical Imaging Technology

3.1.1. Introduction:

Geophysical imaging is an essential tool for exploration of natural resources, such as geo-
thermal, petroleum and mineral resources; for characterization of underground materials for
construction of large facilities, such as nuclear waste depository, roads and tunnels; and for
environmental monitoring of ground water system and other man-made structures. Distribution
of physical properties in subsurface media and their time-lapse changing can be obtained by
various geophysical techniques. Accurate estimation of such physical quantities and interpreta-
tion for geological and engineering characteristics are increasingly very important for the above
applications.

3.1.2. Seismic Data Interpretation:

* Development of interpretation techniques of seismic
exploration data for oil exploration, geothermal reservoirs, etc.

* Diffraction analysis technique and its applications
in geothermal fields and gas-hydrate research.

Diffraction Stacking of Reflection Data.
We applied the diffraction stacking me-
thod to the seismic reflection data ob-

tained in the geothermal field. The field B i N
is an active geothermal area associated I S N
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compared with the conventional CDP 3l et by £ orame
stacking (Fig. 2). Strong reflectors in the - g SR
section correspond to the brittle-ductile Fig. 1

boundary estimated in the granite. The
boundary is also supported by microseis-
micity and other geological data (Fig. 3).
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* Full wave-form inversion of seismic signals for reflection and cross-well tomography data.
* Seismic tomography for time-lapse fluid-flow monitoring

Monilt.)ting thf: fluid mml'cmcnl in the rcscrvu@r R s injection FOR mortoring
is significant for reservoir management especi- [POTRT——

ally in the enhanced oil recovery (EOR) stage.
Time-lapse 3-D seismic cross-well tomogra- o ~
phy is expected as a precise fluid monitoring  ordinary inversion
tool with its high resolution output. However,
tomographic inversion sometimes fails and
reconstructs artifacts because of low velocity
in oil reservoir. In order to rectify the problem,
we applied a new tomographic inversion tech-
nique assuming that the velocity change occurs
mainly in the reservoir. The results show an advantage of new technique that it reveals
a fine velocity structure in oil reservoir, whereas ordinary inversion methods show strong
distortion around the reservoir produced by high velocity layers above and below the

Mewly propased method

Spatial imitation
inversion

swirer inye

reservoir.

3.1.3. Laboratory Study on Rock Properties:

* Laboratory study on seismic wave propagation through inhomogenous and fractured me-
dia for development of seismic data interpretation techniques.

Wave fields of the heterogeneous media observed — =—=smn—s
by alaser Doppler vibirometer. The transmitted

" 3 ' -
wave first appears at the lower right corner (the clo- ( ‘e
sest point from the wave source), and then spread ‘ ; ,! H e
radially. Wave field becomes complex as the size | 2 -

of heterogeneity increases, corresponding to the
microstructures of rocks shown in the bottom.

* Characteristics of shear wave splitting
and wave form perturbation caused by inhomogeneity.

* Understanding of the relation between rock properties and wave propagation.



3.1.4. Electromagnetic Data Interpretation:

* Development of 3-D inversion technique for magnetotelluric (MT) data and its application
to geothermal exploration.

30 model - cepir sice sections.
3-D MT Interpretation in o
Geothermal Exploration

Three-dimensional (3-D) inversion of magne- .:_"-{./ i
totelluric (MT) data has been developed and ron
applied to the field data in geothermal fields.  ras.s i Cop -y
This figure is an example of a 3-D model at -
a geothermal field.
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* Development of 2.5-D and 3-D inversion A R I I
technique for controlled-source electromagnetic ™ 02 R
(CSEM) method, and its application to natural w

resource exploration and civil engineering.
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(b) A model estimated after 26 iterations from
the joint synthetic data-set generated by both Source A and Source B.
The initial model was a 20 ohm-m homogeneous half space.
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3.2. Drilling ahead

Drilling ahead means the actual drilling of the well.

Specific drilling processes vary, but many of the work hazards are similar. The following ge-
neric tasks assume the use of a kelly and rotary table. Other rig designs may include the use of
a top drive.

* Handling Tubulars

s Preparing Drilling Fluid

* Starting Drilling

» Making a connection
= Preparing to Break Out Pipe
= Breaking Out Pipe
« Making up Pipe in Mousehole
= Raising the Kelly and New Joint
« Adding Pipe to the String

* Resuming Drilling

» Coring

Fig. I. Drilling rig

3.2.1. Handling Tubulars

The pipe is unloaded from trucks onto the pipe rack. The floor crew brings pipe from the pipe
rack and catwalk, using the catline, air hoist or hydraulic winch, up to the drilling floor and
places it in the mousehole. This is done for every connection.

Note: The rig supervisor should hold a pre-job meeting with the crew to review responsibilities
and to coordinate the operations to be performed.

Potential Hazards:
* Being struck by rolling or falling tubulars.
* Being struck by or caught between tubulars and other objects during movement
(for example, being struck by tubulars being tailed into the rig floor).
* Slips, trips, and falls.

Possible Solutions:
* Use powered industrial truck (forklift) properly.
* Work the tubulars from the ends from ground level.
* Chock or pin tubulars on the racks properly.
* Level your pipe racks properly.
* Stand clear of suspended, hoisted, or moving loads,
Be aware of tubulars or equipment being lifted through the V-door.



Potential Hazards:
* Getting struck by falling tubulars due
to lifting equipment failure.

Possible Solutions:

* Instruct workers in the need for proper
use, inspection, and maintenance prac-
Lices.

Before each tour inspect the:
= Wire rope and slings,
« Catline ropes and knots (do not al-

low a rope to lie in standing water),
and
= Chains and hooks.
« Stand clear of suspended, hoisted or
moving loads and be aware of your

surroundings.

Fig. 3. Catwalk and V-door

3.2.2. Preparing Drilling Fluid

Dnlling fluid 1s an important component in
the drilling process [more]. A fluid is requi-
red in the wellbore to:

* Cool and lubricate the drill bit,

* Remove the rock fragments, or drill
cuttings, from the drilling area and
transport them to the surface,

* Counterbalance formation pressure

to prevent formation fluids (i.e. oil, m
o

gas, and water) from entering the

. Fig. 4. Drilling fluid - mud
well prematurely (which can lead to

a blowout), and
* Prevent the open (uncased) wellbore from caving in.

The mud is monitored throughout the drilling process. A mud engineer and/or the Derrickman

may periodically check the mud by measuring its viscosity, density, and other properties.



Potential Hazards:

* Burns, or physical injury caused by contact
with skin or eyes.

* Being exposed to explosions or violent
reactions from chemicals mixed improperly.

* Being exposed to inhalation hazards.

* Receiving strains and sprains.

* Slips. trips and falls.

Possible Solutions:

* Ensure workers follow the safe handling
procedures found in Material Safety

* Wear appropriate personal protective equipment,
including, eye and face protection.

» Wear appropriate respiratory protection when hand-
ling chemicals and/or mud additives.

* Provide an eyewash station and other appropriate
flushing apparatus.

* Provide adequate ventilation.

= Use proper mixing procedures.

* Use designated containers for mixing certain chemi-
cals (for example, baffled container with lid).

* Substitute less hazardous materials
or use pre-mixed mud.

» See General Safety & Health.

Fig. 5. Mud Mixing Hopper
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Fig. 6. Caustic soda mixing container

3.2.3. Starting Drilling

To start drilling, a surface drill bit is attached to
a bottomhole drill collar, which is in turn attached
to the kelly. Once made up, the driller lowers the bit
through the rotary table and engages the mud pump
(s) and checks for leaks and other abnormalities.
The driller lowers the drill string and the kelly bu-
shing is set in the rotary drive bushing and the rotary
is engaged. The driller then slowly lowers the bit to
bottom and begins the drilling operation.

-

Potential Hazards:
* Being struck by the tongs, the make-up chain,
or pipe.
* Being caught between collars and tongs, spin-
ning chain, and pipe.

Fig. 7. Lowering drill bit



Possible Solutions:
* Implement an effective pipe handling, make-up, break-out procedure:
« Stand outside the tong swing radius when breaking pipe.
* Use proper tong latching techniques and use proper hand and finger placement on tong
handles.
» Stand clear of the rotary table when it is rotating.
* Use a tail rope on the spinning chain to keep hands away.

Potential Hazards:
* Receiving strains and sprains during lifting
or controlling movement of drill collars, bit breaker, pipe, and tongs.

Possible Solutions:
* Use proper lifting technique.
* Hoist slowly to limit pipe momentum.
* Use mechanical lifting aids such as a rig floor winch.
* Use tail rope to guide as necessary.

Make and Break

Initial Make-up

Proper initial make-up is probably the most important factor affecting the

life of the tool joint connections.

Here are some recommendations to follow:

I. Proper make-up torque is determined by the connection type, size, OD
and ID and may be found in torque tables.

2. Make-up connections slowly, preferably using chain tongs. (High
speed Kelly spinners or the spinning chain used on initial make-up

can cause galling of the threads.)

3. Tong them up to the predetermined torque using a properly working
calibrated torque gauge to measure the required line-pull.

4. Breakout, clean, visually inspect redope and (repeat 1-3). Always use the backup tongs to
make and break connections.

5. Stagger breaks on each trip so that each connection can be
checked, redoped and made up every second or third trip, de-
pending on the length of drill pipe and size rig.

A new string of drill pipe deserves good surface, handling equip-
ment and tools. Check slips and master bushing before damage
occurs to the tube.

Do not stop the downward movement of the drill stem with the slips. This can cause crushing
or necking down of the drill pipe tube. The drill pipe can also be damaged by allowing the slips
to ride on the pipe during trips out of the hole.

Always use back-up tongs to make and break connections and rotate breaks when tripping.

Good rig practices will help eliminate time consuming trips in the future, looking for washouts
or finish for drill pipe lost in the hole.

i3]



3.2.4. Preparing to Break Out Pipe

The driller stops the drill string from rotating. and hoists the
drill string with the drawworks until the kelly is out of the
rotary table. The driller then shuts down the mud pump(s).
The floor hands set the slips around the joint of pipe. The
tongs are then latched onto the tool joints above and below the
connection.

Potential Hazards:
* Pinching fingers or other body parts between
slips or slip handles and rotary table.
¢ Experiencing muscle strain from improper
lifting technique.
» Pinching fingers when latching the tongs onto the pipe.

Fig. 8. Serting slips

Possible Solutions:
* Implement effective, safe work procedures for using slips and tongs, which include:
= Proper finger and hand placement on slip handles and tong handles
= Proper stance and slip lifting techniques
= Proper tong latching techniques

3.2.5. Breaking Out Pipe

The tongs and cathead are used to break out the pipe. Either the rotary table or kelly spinner is
used to spin the drill string or kelly to unscrew it from the drill pipe joint.

Potential Hazards:
* Being struck by:

= Swinging tongs if the tong dies fail,
or the tong counterweight lines were
to break

= The slip handles if the rotary table is
used to spin the drill string

» Reverse backlash of tongs (backbi-
ting) during spinning out operations

= The tongs if a snub line breaks or the
tongs come unlatched

= Pipe

Fig. 9. Breaking out drill pipe

20



Possible Solutions: b A Lasokt

» Inspect tong dies, counterweight cables, bzt e

and snub lines tourly and prior to each trip.

* Implement an effective spinning out pipe procedure: g {
« Personnel other than tong operators stand

outside the tong swing radius when breaking pipe.

= No one should stand in the red zone (see Diagram 1) RN

= Use proper tong latching techniques and use Diagram J: Drilling rie floo:
proper hand and finger placement on tong handles. Hazardous area layour

« Stand clear of the rotary table when 1t 1s rotating. Tong swing radius

= Use special operational procedures when using a high torque connection.
* Maintain good communication between floor crew and driller.

Potential Hazards:
* Release of excess drilling mud resulting in skin contact, loss of footing, etc

Possible Solutions:
* Use a mud bucket to direct mud down into the rotary table
* Close the mud saver valve on the kelly (if present).

3.2.6. Making Up Pipe in Mousehole

The crew swings the kelly out over the mousehole and
stabs it into a new joint of pipe. The driller then spins up
the kelly using the kelly spinner or spinning chain and the

crew uses tongs to torque the joint.

Potential Hazards:
* Being struck or pinched by the kelly.
* Losing footing while swinging the kelly out over the
mousehole and stabbing it into a new joint of pipe.
* Being struck by or caught in the spinning chain

Fig. 10. Making up mousehole joint

Possible Solutions:

* Use proper hand placement

* Keep the work area around the rotating table clean and
clear of mud, ice, snow, debris and other materials that
may cause slipping or tripping.

* Inspect chain for broken or distorted links. Chains with
the metal reduced by wear at any point less than 90 per-
cent of its original cross section area should be discarded.

* Lubricate and maintain guide rollers to prevent undue
wear on the chain or cable. Fig. I1. Pipe in mousehole



3.2.7. Raising the Kelly and New Joint

The driller uses the drawworks to raise the kelly and attached

joint out of the mousehole.

Potential Hazards:

* Being struck by debris or overhead objects if the trave-
ling block runs into the crown block or if the traveling
block or swivel hits the derrick.

* Being struck by kelly or pipe.

Possible Solutions:
« Install a crown safety device on the drawworks and
ensure proper functioning.
» Keep personnel clear of the potential swing path of the
kelly and pipe.

Fig. 12. Raising the
traveling block and kelly

3.2.8. Adding Pipe to the String

The new joint is guided over to the drill hole, the tool joint
is doped, and stabbed into the end of the pipe suspended in
the rotary table with the slips.

The joints are threaded together using the pipe spinner,
kelly spinner, or spinning chain. Final torque is provided
by the tongs.

The drawworks lifts the kelly and attached string to facili-
tate removal of the slips.

Potential Hazards:
* Being struck by:
= Swinging kelly and pipe
= Tongs if the stabber misses the stump Fig. I3. Applying pipe dope

= The jerk or spinning chain i g connieciion
* Being caught between the swinging pipe and the tongs.

* Being caught between the joint of pipe being stabbed and the stump.
* Getting pinched between tongs or pipe spinner and pipe.

» Slips, trips, and falls.

Possible Solutions:
= Never step over a jerk chain and stay clear of spinning chain when
a connection is being made.
* Keep hands away from end of stump or inside of pipe.
* Keep feet and legs away from underneath tongs when the pipe is being stabbed.
* Use proper tong latching techniques and hand and finger placement on tong handles.



* Never stand or walk under suspended
loads.

* Keep the work area around the rotary
table clean and clear of drilling fluids,
mud, ice, snow, debris, and other materi-
als that may cause slipping or tripping.

* Inspect chains for worn or damaged
links, and replace a chain having a br-
oken or distorted link with the metal
reduced by wear at any point less than 90
percent of its original cross section area.

» See Slips, Trips, and Falls.

3.2.9. Resuming Drilling

The driller starts the pump and picks up off the
slips. The drill crew then removes the slips.
The driller lowers the string until the kelly dri-
ve bushing engages the master bushing. Once
the bushings are in place, the driller begins
rotating the drill string, lowers the bit back to
bottom, and continues making hole.

Fig. 15. Lowering kelly bushing

3.2.10. Coring

In some cases the operator orders a core sample of the formation for testing. A special core
barrel is lowered to the bottom on the drill string and is rotated to cut a core from the formation.
This core is brought to the surface and examined in a laboratory.

Potential Hazards:
* Being pinched or struck by the core barrel and associated
tools during floor operations.
* Being struck by the core as it is removed from the barrel.
* Encountering other hazards similar to those encountered
during tripping out/in.

Possible Solutions:
* Wear appropriate PPE. Fig. 16. Drill core
* Instruct workers in handling and using the special tools
required during drill core extraction.



3.3. Well Completion

Once the design well depth is reached, the formation must
be tested and evaluated to determine whether the well will
be completed for production, or plugged and abandoned.

To complete the well production, casing is installed and
cemented and the drilling rig is dismantled and moved to
the next site.

A service rig is brought in to perforate the production ca-
sing and run production tubing. If no further pre-producti-
on servicing is needed, the christmas tree is installed and
production begins.

Fig. 1. Completed well

Well completion activities include:
* Conducting Drill Stem Test
* Setting Production Casing
* Installing Production Flow
* Beam Pumping Units

After production starts, the well may need further servicing.

If it's decided that the well will not be completed, then it will be
plugged and abandoned. Fig 2. Well completion service rig

To determine the potential of a producing formation, the operator may order a drill stem test
(DST). The DST crew makes up the test tool on the bottom of the drill stem, then lowers it to the
bottom of the hole. Weight is applied to the tool to expand a hard rubber sealer called a packer.
Opening the tool ports allows the formation pressure to be tested. This process enables workers
to determine whether the well can be produced.

Potential Hazards:

* Being pinched or struck by the drill stem test tools during floor operations,

* Swabbing the hole on the way out with the test tool could cause a kick to occur, which
could result in a blowout leading to injuries and deaths.

* Being exposed to unexpected release of H2S or other gases or liquids.

* A packer seat failure or fluid loss to an upper formation could cause a kick that might
result in a blowout causing injuries and deaths.

¢ Other hazards are similar to those encountered during trippingout/in.

Possible Solutions:
* Wear appropriate PPE.
* Instruct workers in handling and using the special tools required during drill stem testing.
* Keep a method for filling the hole in place at all times. Before any test starts, the rig ma-
nagement must ensure that the blow-out prevention system includes a kill system that is
capable of pumping fluid into the well below the annular preventer and at least on-set of
pipe rams.



* Run a pump-out-sub or downhole circulating device in
the test string to to enable the system to be reversed.

* Ensure all workers on the location understand the
dangers before starting any drill stem test. They should
be fully informed of and trained in appropriate safety
procedures, including the use of safety equipment and
breathing apparatus. If in an H2S area, post a sign indi-
cating the test in full view for the general public to see.
Post reliable people to stop them from coming to the
location. Define a minimum of two muster points with
all vehicles parked in an appointed area.

3.3.1. Setting Production Casing

Production casing is the fi-
nal casing in a well. It can
be set from the bottom to
the top. Sometimes a pro-
duction liner is installed.

This casing is set the same
as other casings, then ce-
mented in place.

See Casing Operations and
Cementing for more infor-
mation on specific hazards
and solutions.

Fig. 4. Installing production casing

3.3.2. Installing Production Tubing
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Fig. 3. Drill stem test assembly

A well is usually produced through tubing inserted down the production casing. Oil and gas is pro-
duced more effectively through this smaller-diameter tubing than through the large-diameter produ-
ction casing. Joints of tubing are joined together with couplings to make up a tubing string. Tubing
i1s run into the well much the same as casing, but tubing is smaller in diameter and is removable.

The steps for this activity are:
* Tubing elevators are used to lift tubing from the rack
to the rig floor.
* The joint is stabbed into the string, which is suspended
in the well, with air slips.
* Power tongs are used to make-up tubing.
* This process is repeated until tubing installation is complete.
* The tubing hanger is installed at the wellhead.

Fig. 5. Tubing on rack



New technology allows tubing to be manufactured
in a continuous coil, without joints. Coiled tubing
is inserted into the well down the production casing
without the need for tongs, slips, or elevators, which
takes considerably less time to run.

Potential Hazards:

* Getting pinched fingers
and hands from tongs and slips.

* Being struck by swinging tubing
and tubing elevators.

* Getting caught between the joint
and tongs or stump.

* Being struck by the tubing hanger
wrench if it should slip.

* Getting fingers and hands pinched and caught
between tubing hanger and tubing head.

Possible Solutions:

* Keep all fingers and hands away from
pinch points.

* Instruct workers to be on alert when on
the rig floor and pipe racking area.

» Avoid placing hands on the end of the
tubing stump.

* Use the correct tools for each task.

* Inspect the tools before use.

¢ Use coiled tubing.

TUBMG
HANCE K
TUBING
HEAD
TUBMG
CASHGHEAD
1

Fig. 6. Tubing head

Fig. 7. Installing coil tubing

3.3.3. Starting Production Flow

Production flow is started by washing in the well and setting the packer. Washing in means to

pump in water or brine to flush out the
drilling fluid. Usually this is enough to
start the well flowing. If not, then the
well may need to be unloaded. This me-
ans to swab the well to remove some of
the brine. If this does not work the flow
might be started by pumping high-pres-
sure gas into the well before setting the
packer.

If the well does not flow on its own,
well stimulation or artificial lift may
need to be considered.

Fig. 8 Starting production flow
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Potential Hazards:
* A blowout may be possible whe-

never well pressures are changed.

Possible Solutions:
* Monitoring of well pressures
and working blow out preventers
(BOP's) are the best way Lo pre-

vent blowouts.,

Fig. 9. Beam pumping units

3.3.4. Beam Pumping Units

If the well doesn‘t produce adequately,

a beam pumping unit may be installed

There are four basic types of beam
pumping units. Three involve a wal-
king beam, which seesaws to provide
the up and down reciprocating motion
to power the pump. The fourth reci-
procates by winding acable on and
off a rotating drum. The job of all four

types 1s to change the circular motion of

an engine to the reciprocating motion of

Fig. 10. Assembling beam pummping wnil

the pump.

'he pump units are brought in disassembled on trucks and off-loaded onsite

The many parts of the pump unit include large heavy metal pieces that need to be assembled.

Potential Hazard:
* Being pinched, struck, or crushed by falling or swinging parts during assembly

Possible Solutions:
* Ensure that the work crew understands the assembly procedures
and hazards involved in the tasks
* Wear appropriate PPE.






3.4.1.1. Introduction/Drill Pipe

The three most important components
of drill pipe products are quality,
technology. and economy.

3.4.1.2. Weldneck/Upset Design

Standard Drill Pipe

A critical section of a joint of drill pipe is transition from the
pipe body to the tool joint. This section consists of the weld
thatjoins the pipe and tool joint, and the transition from the
thin cross section of the pipe to the thick cross section of
the tool joint. The challenge to the drill pipe designer is to
ensure that: 1) the weld is stronger thanthe pipe body and. 2)
the smoothest transition between the pipe body and the tool
joint is a strong as possible. When drill pipe rotates in a bent
condition, tensile and compressive stresses can causefatigue
cracks that may ultimately result indrill pipe “washouts”.
Stresses concentrate where geometries change rapidly. The
shorter or more irregular the transition, the higher the stress
concentration. Alternatively, the smoother or longer the
transition, the lower the stress.

The weldneck/upset design is a thoughtful, engineered ap-
proach to the design of this important transition.

Engineered Materials

The design starts with engineered materials. Manufacturers
incorporates specially designed proprietary steels for both
the drill pipe tube and the tool joint. The chemistries of the
tube and tool joint materials are matched to ensure good
weld compatibility and weld strength. Stringent cleanliness
requirements for both materials enhance fracture toughness.

STANDARD
&
Tool Joint
Tool Joint ID 1
Weldneck
-
Weld I
Weldneck Line
Wall
Thickness
Upset
Internal
Upset
Internal
Upset Taper
Taper Angle
_l_
Pipe :
Body Pipe
wall  Body
Thickness
S -

The weldneck/upset design incorporates
a counterbored weldneck, an extended in-
ternal upset length, a shallow internal taper
angle, and generous radii to produce the
optimum stress reducing geometry.

The increased hardenability of the materials consistently produces more uniform mechanical
properties throughout the entire cross section. This ensures adequate strength in the weld zone

and the critical section of the connection.
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Weldneck/Upset Design

Processing

Modern equipment and patented proprietary processes are
also integral parts of the drill pipe weldneck/upset region.
Producer’s modern austenitizing and tempering furnaces
provide a controlled quench and temper heat-treating proc-
ess for the tubes. The tubes undergo a full-length inspec-
tion that checks for defects. Tool joints are 1) precision
contoured, 2) heat-treated by acontrolled atmosphere
quench and temper process, and 3) threaded on Computer
Numerically Controlled (CNC) machine tools. Then the
tool joints and tubes are joined by a reliable friction or in-
ertia weld process. After welding, the weld's heat-affected
zone receives the drill pipe Tuff-Weld quenched and tem-
pered heat-treating process.

Geometry

The drill pipes weldneck/upset incorporates a geometry
that minimizes stress concentrations.

The assembly is configured to optimize the transition from
the cross section of the pipe to the tool joint. The length of
the internal upset is extended, producing a shallow fadea-
way angle that blends into the pipe body’s inside diameter
(ID) with a generous radius. The surface finish of the as-
sembly adjacent to the weld line is improved by grinding
on both the ID and outside diameter (OD).

The thick weldneck, required for adequate weld strength,
and the short internal upset of a standard industry design

concentrates stress in the adjacent pipe body.

Summary

GENERIC DESIGN

fs
Tool Joint
Toal Joint 1D 1
& Weldneck/
Upset Are -
The Same
- Weldneck
Weldneck
Wall I
Thickness
Weld T
Line
Upset
Internal
Upset
Internal
Upset Taper
Taper Angle ¥
| P v
Pipe Body
Fipe Body
Wall -
Thickness g

The thick weldneck, required for adequate
weld strength, and the short internal upset
of astandard industry design concentrates
stress in the adjacent pipe body.

The drill pipes weldneck/upset design is a comprehensive solution that addresses all the param-
eters affecting the drill pipe’s fatigue strength. Engineered materials and modern processing
techniques ensure a tensile strength greater than pipe body, and limit detrimental stress concen-
tration. Precision machining and grinding provide a surface finish that is free of stress risers.
State-of-the-art electromagnetic and ultrasonic inspections ensure that inclusions and defects

are not present.

The resulting design has lower stress and greater fatigue strength than that obtained with the

generic design.
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3.4.1.3. Drill Pipe Engineered Materials

Specification SN2039 Tool Joint Chemistry

All drill pipe products are manu-
factured using specially engineered
materials. The manufacturer uses
special proprietary chemistries and
controlled processing. The result is
a material with increased hardenabil-
ity and toughness, more homogene-
ous microstructures, and consistent
metallurgical and mechanical prop-
erties throughout the cross section.
These enhancements result in a more
reliable weld. For standard drill pipe
products, as well as high perform-
ance and severe environment service,

Hardenability Curve Tool Joint Material

g &7

SN2039™

Hardness (HAC)
&

SAE/AIBI

35k 4137TH
0 " A L s L L
4 ] 12 16 24 32

Distance from quenched end :11’16 in.)

The enhaced hardenability of manufacturer's SN 2039 tool joint steel produces
a metallurgical microstructure with more uniform mechanical properties, as
compared to the typical tool joint material.

manufacturer engineered materials

provide increased product performance and integrity.

Depending on size and configuration, the producer machines tool joints from forgings, solid
round bar, or thick wall tubing. Regardless of the source, all tool joints are made from steel pro-
duced to the proprietary specification SN2039. This tool joint material has a modified chrome-
molybdenum chemistry designed to improve hardenability. Increased hardenability creates
a metallurgical microstructure with more uniform mechanical properties. Stringent cleanliness
specifications enhance fracture toughness. Incoming inspections verify that all materials re-
quirements are met.

Drill Pipes Engineered Materials

All tool joints are oil quenched and
tempered to obtain the required me-
chanical properties. Modern heat-
treating equipment, careful process
control, and thorough inspections :
ensure consistent quality. Hardness ——
is verified on every tool joint by -
a Brinell hardness test. Tensile and

Tool Joint 0D

Recut Tool Joint Torque Shoulder
New Tool Joint Torque Shoulder

impact properties are verified by
destructive testing of one pin and
one box per batch. Every tool joint
receives a wet magnetic particle in-
spection to confirm the absence of
defects.

Specification Drill Pipe Chemistry

New Tool Joint Pin Critical Section
Recut Tool Joint Pin Critical Section

Tool Jaint 1D

The i d hardenability of producer's proprietary SN2039 tool joint ma-
terial provides more consistent mechanical properties through the tool joint
sections, such as the critical section at the last engaged thread, especially on
recut joints.

Every drill pipe tube is the product of proprietary steel with a closely controlled chemical
formula, stringent cleanliness requirements, quality-conscious processing, and state-of-the-art

inspection.



The manufacturer use a steel, which provides excellent hardenability and toughness, and can
be heat-treated to produce any API grade. Stringent steel cleanliness requirements result in
enhanced fracture toughness. Upon arrival, an incoming inspection verifies that all material

requirements are met.

After upsetting of the ends, tubes receive a full-length quenched and tempered heat treat-
ment. Modern austenitizing and tempering furnaces are used. The tubes are externally water-
quenched, and tensile and impact properties are verified by destructive tests.

Drill Pipes Engineered Materials

Though Sour Service 95 Grade Drill Pipe
95 grade drill pipe is a proprietary drill

: i t NACE Tensile - Time Curve
pipe grade offered by the manufac-

o
1
1

E
turer for service in H2S environments. £ T —
Drill pipe features a unique chemical £t
formula and a special quenched and 2 ol U
tempered heat treatment. The result g SR
is asteel that has optimum fracture E 80F  Grade Tool
toughness, controlled yield strength, 2 s : : : .
and restricted hardness. With and 5 10 60 2 700
NACE threshold of 85 % of the yield el
strength, drill pipe is resistant to sulfide With a NACE threshold of 85% of the yield strength, drill pipe provides op-

timum fracturetoughness, controlled yield strength, and restricted hardness

stress-cracking. Drill pipe also offers iy

optimum resistance to crack initiation
and crack propagation. Its fracture toughness makes it ideal for the more demanding drilling
applications, such as those with high bending loads and corrosive environments.

Enhanced Toughness 135 Grade Drill Pipe

[tis a proprietary drill pipe grade offered by the manufacturer for applications that require high
strength and high toughness. It incorporates a proprietary chemistry and a rigidly controlled
quenched and tempered heat-treatment process. The minimum average specified Charpy im-
pact energy is 39.61 m-kg, a 47% increase in impact energy over standard grade. The perform-
ance behavior resulting from this increase in toughness provides a margin of safety superior to
normal high-strength materials.

The minimum average specified Charpy impact energy is 39.61 m-kg, a 47% increase over that.



Drill Pipe Engineered Materials

['he processed drill pipe tubes undergo an intensive inspection process, which includes a mag-

netic particle end area inspection, and a full-length inspection for longitudinal and transverse

defects and wall thickness verification.

Pipe Min Yield Max Yield Min Tensile Impact Energy Hardness

grade Strength (MPa/PS1) | Strength (MPa/PSI) | Strength{MPa/PSI) 0.14 @ 21.11°C

E-75 518 (75,000) 784 (105,000) 690 (100,000) 100 (4) 98 HRB (4)

X-95 655 (95,000) 862 (125,000) 784 (105,000) 90 (4) 23 HRC (4)

G-105 784 (105,000) 931 (135,000) 793 (115,000) 75 (4) 28 HRC (4)

§-135 931 (135,000) 1,138 (165,000) 1000 (145,000) 45 (4) 34 HRC (4)
Tool Joints (3) 873 (120,000) - 966 (140,000) 60 (4) 285 HB min

Notes:

(1) producer proprietary grade, available for both tubes and tool joinis.
(2) producer proprietary grade.

(3) producer proprietary SN2039 material.

(4} values shown are tvpic al for 127.10H m 29.04 kg/m drill pipe.

(5) values shown is for typical NC50 tool joints.

Mechanical Properties determined per ASTM A370.

3.4.1.4. Manufacturing Process
Drill pipe Weld Technology

The manufacturer uses friction or inertia
welding processes to join tool joints to drill
pipe tubes. Bothprocesses are highly reli-
able, cost-effective, and produce consist-
ent and uniform weld zone properties. In
terms of weld quality, reliability, strength,
or metallurgical effects, both processes
produce a high-integrity, solid-state weld
connection between the tool joint and the
drill pipe tube.

The principles of both welding processes are

based on the rotation of one surface against

another at a relatively high speed and under heavy pressure. The friction between the tool joint
surface and the tube surface causes the contact to heat up below the melting temperature at
which they are forged together, producing the weld.

Do

——— 1 Rl
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R —
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Manufacturing Processes

TUFF-WELD

Every drill pipe assembly receives the patented TUFF-
WELD post-weld heat treatment.

TUFF-WELD is quench and temper process. The weld
zone is heated by inductionto the specified austenitizing
temperature. The weld is quenched by precisely posi-
tioned fluid nozzles. To ensure that com-plete tempering
occurs, a wider area isrcheated by the induction coil to
the proper tempering temperature. TUFF-WELD proc-
essed welds are checked 100% for hardness to verify that

theywere adequately tempered.
The benefits of the TUFF-WELD process are shown by
comparing the following two weld zone photomicro-

graphs.

Manufacturing Processes

Normalized and Tempered

The photomicrograph to the right depicts a typical normal-
ized and tempered weld zone. The weld line is clearly evi-
dent by the contrasting microstructures of the tool joint and
the tube upset. The microstructure of the higher carbon tool
joint contains predominately ferrite and pearlite. The upset
is mainly pearlite and lower transitional constituents.

TUFF-WELD

The typical microstructure of an weld zone is shown in the
left photomicrograph. The similar microstructures of the
tool joint and the tube upset make the weld line difficult to
detect. Both display tempered martensitic microstructures.
This result in yield strengths and Charpy impact values su-
perior to those of normalized microstructures.

Induction heating and pressurized fluid quench
are used in the patented TUFF-WELD post-weld
heat-treatment process. The resulting quenched
and tempered microstructure maximizes weld
area properties.

The TUFF-WELD process consistently produces stronger, tougher, and more uniformweld zone
properties. This combination of strength and toughness minimizes of strength and toughness min-
imizes stress and fatigue, making TUFF-WELD the most desired post-weld heat treatment in the
industry. More than 50% of the drill pipe in the world is produced using the TUFF-WELD process.
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Manufacturing Processes

Benchmark

The patented benchmark provides a reference for dress-
ing the tool joint’s make-up shoulders. As shown in the
adjacent figures, a 3,175.10”" m wide step is machined
onto the pin base adjacent to the torque shoulder. Simi-
larly, a 3,175.10° m wide step is machined onto the
box conterbore adjacent to the box make-up shoulder.
Unlike the API “tangent bar”, this step provides a ref-
erence that is visible from any position around the con-

nection’s circumference.

Traceability

Drill pipe assemblies are produced by welding a tool
joint pin and body to an upset and heat-treated drill pipe
tube. Material and process traceability are maintained

for each of the three components. For the tool joints, the mill material certifications are con-

firmed by incoming testing and each too joint blank is given a unique heat code. This code is

traceable through the manufacturing process.

3.4.1.5. HI TORQUE Connection

The HI TORQUE connectionis a patented, high-
performance, rotaryshouldered connection available
in sizes from 60,325.10° m to 168,275.10° m. The
HI TORQUE connection incorporates a double-
shoul-dered design. A secondary internal shoul-der
on the nose of the pin offers anadditional friction
surface and mechanicalstop. The primary external
shoulder sullserves as the connection’s sealing
surface.As shown in the figure to the left, the HI
TORQUE design has an extended pinbase, pin nose,
and box counterbore. These sections are carefully
engineered toprovide additional elastic deformation
during make-up. This ensures that the contact forces
are properly proportionedbetween the two shoulder
surfaces. The additional torsional strength provided
bythe HI TORQUE design offers several advantages
and unique solutions in drill string design.

Drill Pipe HI TORQUE Connection
Torque A HI TORQUE connection offerssignificantly
higher torsional capacitythan standard API connection
of similar size. This additional strengthprovides an
extra margin of safety when drilling in high-risk situ-
ationor rugged condition.

Pin 1D same as
Box ID

Primary Tarque
Shoulder and Seal
Surface

A Extended Pin Base
“ and Box Counterbore

l Extended Pin Nose
y and Box Counterbore

Secondary Internal
Shoulder



Slim Profile Torsional Yield Strength
Another advantage of HI TORQUE's increased torsional o HI TORQUE Vs.
strength is the ability to use a streamlined tool joint that is Convestionsi Tes! Joint
suitable for the pipe’s torsional strength. The figure on the -

next page illustrates the smaller OD and larger ID for HI
TORQUE connections compared to standard API connec-
tions with identical torsional capacity. Using a streamlined
HI TORQUE tool joint allows a larger diameter drill pipe
10 be used. This provides increased bit weight in horizon-
tal drilling. improved hydraulic efficiency, better hole
cleaning, and more drill pipe buckling strength without
sacrificing torsional strength without sacrificing torsional 20t
strength or fishability. For instance, using a HI TORQUE |
connection on 139,7.10° m pipe will provide 35% more _ )
drill pipe buckling strength than a 5 drill pipe with an a7hx2%s 6%x3  Tx4
NC50 connection, and will add only 21% string weight. Tool Joint Dimensions (in.)
With HI TORQUE connections, the ability to fish inside an 215,9,10 m hole and have torsional
capacity matched with the pipe is maintained. Drilling fluid pressure loss is decreased and an-
nular velocities are increased because of the larger pipe. HI TORQUE connections can provide
a superior solution for any drilling situation requiring a low-profile tool joint such as, extended
reach, horizontal, or slim holedrilling programs.

@
=1

77,800

=)
—1

57,800 55,900

&=
=1

Torsional Capacity (1,000 it - Ib)

Drill Pipe HI TORQUE Connection S LR CETN

Tool Joint 00 Joint 0D

HI TORQUES’s increased torsional strength '
gives the tool joint a more streamlined profile
that remains matched with the torsional strength
of the pipe. Compared with an API NC profile

with equal torsional strength, HI TORQUE of-

fers greater flexibility on OD and ID to provide Typical AP~ Typical Hi ;onuuz Soal bt
solutions to today’s drilling challenges. JR e with Flush (0

Wear

Because of ist increased torsional ca- Wear Allowance Comparison

pacity, the HI TORQUE connection NC38 and HT38™ Connections

greatly extends the life of the joint by _ 6 iy W

tolerating more OD wear. For example, z e

an NC38 on 88,9.10° m - 19.81 kg/m g I S5 Tl Mo

G-105 drill pipe is downgraded to Class = Premium Class Drill Pipe

2 when the OD wearspicture no. 17 be- g ar

low 118,26.10° m. At this diameter, ‘:;

the tool joint is less than 80 % asstrong § 15 ™ Torsons! Strength

as Premium Class pipe. The HT38 HI E 3,‘;;‘.3,,?13';“3,... Pipe

TORQUE connection can tolerate wear wl L TR, \ . ;
down to adiameter of 111,11.10° m e e

before its torsional strength falls below
80 % of the pipe strength. The cost of a drill string is a substantial investment.
The extended life provided by the HI TORQUE connection can protect that investment.



3.4.1.6. SST Low Stress Distribution of Tensile Load Carried by Threads

Fatigue Resistant Thread

= From Make-up on NC46 & NC46 SST" Threads

Form !
| & 25)

Distribution of Tensile Load o

&= }
Carried by Threads s |

B 15 |
ot o - : i | NC46 SST
I'he SST is a proprietary pin connec- | Enf
: 3 - . 3
tion that provides increased durabil- | = !
¢ S y S 5 NC46
ity and fatigue resistance compared ‘ =

a standard / onnection. ! 0 L

to a standard API connectic ‘ TR 3

The SST involves a modification to
the pin thread only, the mating box
thread remains standard. Completely

interchangeable with the standard

The SST pin tread is machined on a slightly fNaiter taper, distributing the thread

API connections, the SST requires loads more evenly over the entire thread and reducing the load at the last en-

no crossovers or special rig handling
procedures.

The SST pin incorporates two primary features.
First, the thread form has an enlarged root ra-
dius, Second, the pin thread body 1s machined
on aslightly flatter taper than that of the box,
effectively behaving like a variable pitch thread.
These SST features provide improved fatigue life.
The reduction in stress at the pin thread roots and
in the load at the last engaged threadenhance the
performance of the connection.

3.4.1.7. Hardfacing

The manufacturer Offers Several Hardfacing
Options to Meet Customers Needs:

* SUPER SMOOTHX - manufacturer’s patented solution
for applications requiring both tool joint wear protec-

tion and a “machine-finished” tool joint

* SMOOTHX - A patented hardfacing of submerged

spherical tungsten carbide granules in a mild steel

matrix providing a smooth surface with little or no ex-

posed carbide.

* The producer has series - For open hole applications,
which provides economical tool joint protection where

casing wedr is not a primary concern.
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gaged thread by 40%.

SST Enlarged Thread APl Thread Form
Root Radius

= R

Compared with the standard APl thread profile, the en-
larged root radius of the SST thread form reduces the
stress concentration at the thread root.

Tool joint with SMOODTHX Hardfacig.



Hardfacing

SMOOTHX Hardfacing
SMOOTHX was developed to minimize tool joint wear.

Five bands of the SMOOTHX are applied around the tool joint,
covering approximately 88.9 10" m to 101.6 10" m of length.
Three “fingers” of SMOOTHX are applied to the elevator
shoulders to prevent wear and undercutting adjacent to the last
band of hardfacing. Without these fingers. the elevator shoulder
could erode, shortening the tool joint’s life.

SMOOTHX is applied in a machined groove on the tool joint by
dropping a measured quantity of spherical-shaped. sintered, 30-
14 mesh, tungsten carbide granules into a molten puddle formed
by welding wire. The granules sink into the molten weld metal
and leave a smooth surface that has little or no exposed tungsten
carbide. The resulting matrix has an increasing density of tung-
sten carbide from the surface to the bottom of the deposit.

SUPER SMOOTHX Hardfacing with a “*“Machine-Finish” Surface

SUPERSMOOTHX was developed to meet the surface finish
requirements of many North Sea operators.

SUPERSMOOTHX is composed of an initial layer of
SMOOTHX applied in slightly deeper pre-machined grooves.
A second layer of mild steel is then deposited on the top. The

Spherical Carbide
Granules
in a Mild
Steel Matrix
1

Mild Steel
Machined to
Toot Joint OD

Spherical Carhide
Granules in a Mild
Steel Matrix

mild steel overlay is then machined to produce the same dia- e
meter and surface finish as the OD of the tool joint. The “ma- is
chined” finish minimizes contact stress.
SUPERSMOOTHX meets the toughest surface finish require-
ments in the industry.
3.4.1.8. Make and Break
Savings on Break-in by us- Savings on Break-in by using Factory Break-in
ing manufacturer’s Factory Rig Operating Costs Per Day
e 1.000€
Break-in +180,000 €
= 800
Make and Break Advantages ]
The drill pipe services are de- = 500 kra o
signed to deliver consistency £
and rig—lime .\:avinlgs‘ Factory S 40 60.000 €
break-in of drill pipe ensures 208
that the proper procedures are
3 . . - 12,000 €
followed every time. Control- 0 '
20

led break-in procedures are

» 38
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consistently applied to every tool joint. This eliminates the field variables and operational
“rush” that cause rig crews to take short cuts or cancel the break-in procedure altogether. Be-
cause the drill pipe break-in is performed consistently and correctly every time, it saves money
both in materials and rig time.

The curve in the accompanying figure demonstrates the potential rig-time savings of factory

break-in. Eliminating rig-site break-in saves approximately 9 "2 minutes per 762.10"* m length
of pipe, depending on the daily rig rate, the cumulative cost savings can be significant.
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3.4.1.9. Manufacturing Drill Pipe

Zornered Square Cut into ]‘ Forge Into Tool
1ec SN2039 Billets x 2250°F Joint Blank
. -
Seorpsnancy
Tool Joint
Blank
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Drill pipe manufacture

|

9.

Tube stock arrival.

. Tube stock heating to t =90 C in hot-water bath to exclude cracking

in the process of pipes breaking in shears.

. Tube stock breaking in press-shears to 2500 mm lengths.
. Tube stock heating in circular furnace to t = 1280 C.
. Hot rolling of pipes in pipe rolling unit.

> Tube stock broaching in piercing mill.

0 Sleeve rolling in lengthwise rolling mills No. 1 and No. 2.
» Pipe rolling in reeling mill.

> Pipe rolling in sizing mill.

. Pipe cooling in screw cooler.
. Pipe cooling in chain cooler.
. Smooth pipes finishing.

o Pipe straightening in straightener.
> Pipe ends cutting in pipe cutting mills.
» Pipes blowing in blowing machines.
> Acceptance by Quality Inspection Department.
Pipe ends heating and upsetting in horizontal forging machine.

10. Pipes turning, boring and facing in Kri-Dan lathes.

11
12
13
14

15
16
17
18
19

. Beaded end heating in HF unit.
. Pipes thermal treatment in continuous roller furnaces.
. Pipes straightening in Bronx straightener.
. Joints welding to drill pipes in Thompson s friction welder.
External flash trimming, internal flash notching.
. Thermal treatment of welds in drill pipes in HF unit.
. Welded joint area machining in drill pipes in lathe.
. Drill pipe welds testing in bending press.
. Ultrasonic testing of welds in cylindrical part of drill pipe upset ends.
. Pipes acceptance by Quality Inspection Department.

20. Purging with compressed air.

21
22
23
24

. Stamping and marking.

. Protective parts fitting.

. Transfer of piles of pipes to storage area.
. Shipment of pipes to customer.
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Threaded pipe manufacture (temporarily closed)

1. Tube stock arrival.
2. Tube stock heating to t =90 C in hot-water bath to exclude
cracking at pipes breaking in shears.
3. Tube stock breaking in press-shears to 2500 mm lengths.
4. Tube stock heating in circular furnace tot = 1280 C.
5. Hot rolling of pipes in pipe rolling unit.
> Tube stock broaching in piercing mill.
» Sleeve rolling in lengthwise rolling mills No. 1 and No. 2.
> Pipe rolling in reeling mill.
» Pipe rolling in sizing mill.
6. Pipe cooling in screw cooler.
7. Pipe cooling in chain cooler.
8. Smooth pipe finishing.
> Pipe straightening in straightener.
O Pipe ends cutting in pipe cutting mills.
» Pipe blowing in blowing machines.
) Acceptance by Quality Inspection Department.
9. Pipes loading to receiving pocket of threaded pipes flow line.
10. Pipes conveying to template line.
11. Pipe checking against template with mandrel
(internal diameter control over the entire length).
12. Pipe ends threading in Emag lathes.
13. Pipe thread inspection by Quality Inspection Department.
14. Pipes coupling in Kizerling machines.
> Thread packing with grease.
» Preliminary operation of couplings fitting.
> Forced couplings fitting,
13. Pipes hydraulic testing in Mannesmann-Demag (line 1),
Monbar (line 2) hydraulic presses.
16. Acceptance by Quality Inspection Department.
17. Pipes stamping, weighing, length measuring in Schamber unit.
I8. Pipes marking with paint.
19. Fitting of protective components to threaded ends of pipes and couplings.



3.4.1.10. Drill Pipe Combined
Torsion-Tension To Yield Pipe Tubes

The charts that follow indicate the minimum torsional yield strength of the pipe body tube under

tension.

Locate the appropriate figure for the pipe size of interest. The figures have a separate curve for
each of the four pipe grades: E-75, X-95, G-105 and S-135. Reference the legend at the bottom
of the page to locate the appropriate curve.

The tensile load in 1000s of pounds is indicated on the horizontal axis. The minimum torsional
vield strength in 1000s of foot-pounds is indicated on the vertical axis.

60.325 10 m 7.22 kg/m Drill Pipe - APl Premium Class

£
3
]
Tensile Load (454 kg)
60.32510° m 9.9 kg/m Drill Pipe - AP Premium Class

g9 = I AT

B S — it = e ——

7 e %,_—____ e
F o == i
- P b
e e e
.
— 3 — \ \ \

; E-75

: %

0 1 1 1 1 L

25 50 75 100 125

Tensile Load (454 kg)
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(138.38 m-kg)

(138.38 m-kg)

(138.38 m-kg)

73.025 10" m 10.2 kg/m Drill Pipe - APl Premium Class

12 | MR L e e

§-135

Tensile Load (454 kg)

73.025 10° m 15.5 kg/m Drill Pipe - APl Premium Class

Tensile Load (454 kg)

88.910°m 14.1 kg/m Drill Pipe - APl Premium Class
20 ) R INITC e ) i

B ==
: “ . —i
4 X LA S, e S, e, WA
5 E-?5\ 9 _k G-105 $135
: > : T \
0 | I L I
200 250

L 1 1 1 1

1
50 100 150
Tensile Load (454 kg)
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(138.38 m-kg)

(138.38 m-kg)

(138.38 m-kg)

$8.910°m 19.8 kg/m Drill Pipe - API Premium Class

W—— —

1
50 100 150 200 250 300 350
Tensile Load {454 kg)

88.910°m 23.1 kg/m Drill Pipe - APl Premium Class
30 P

§-135

L 4 1 1 e |

0 I 1 1 1 1 poi B 1 1 B | i
50 100 150 200 250 300 350 400 450

Tensile Load (454 kg)

101.6 10°m 17.6 ka/m Drill Pipe - APl Premium Class

15 -M\i_ \ =S

5 o E-75 X-95 -105 8-135
1] 1 1 1 i 1 1 {\ 1 i 1 l 1 PN |
50 100 150 200 250 300

Tensile Load (454 kg)
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(138.38 m-kg)

{138.38 m-kg)

(138.38 m-kg)

38 ——
30- H\

25 SRR TR
20 pa M ol \

10
. E-75 x-gk \6-105 S-TSA
(1] 1 e 1 1 1 1 1 1 \ 1 _1\ o & i 1 1 |\
50 100 150 200 250 300 350 400
Tensile Load (454 kg)
101.6 10° m 23.4 kg/m Drill Pipe - APl Premium Class
40
% \
30
20 B s P
15 R Bl )
10 S R R
- EBN\ xo5N  \G105 5135\
R ¢
1] 1 il | 1 1 1 1 1 1 1 1 1 1 1 el | ) | 1
50 100 150 200 250 300 350 400 450
Tensile Load (454 kg)
& 114.310* m 23.4 kg/m Drill Pipe - APl Premium Class
40 _‘—-—-____\
35
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20 i e \\ \
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: E-75 X905 \  \ G105 s135  \
j Al
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Tensile Load (454 kg)
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(138.38 m-kg)
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(138.38 m-kg)

(138.38 m-kg)

114.310°m 34 kg/m Drill Prpe AP1 Premium Class

0w -——————

50
2 __ -

3p === i
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R i §-135

0 1 1 1 i i i 1 1 i i 1 i i 1 1 i l 1 l . i SR e | 1]

50 100 150 200 250 300 350 400 450 500 550 600 550
Tensile Load (454 kg)

12710° m 24.2 kgfm Drill Pipe - APl Premium Class

1 1 1 = g 1 1
50 100 150 200 250 300 350 400 450
Tensile Load (454 kg)

& 127 10° m 29 kg/m IJnII Pipe - APl Premium Class

20 \ \
- E75 \x-hs-ws s-1A
s \

0 1 1 1 1 1 L A 1 1 L 5 IR 55 1 1 1 1 1 1 1 1 1 1
50 100 150 200 250 300 350 400 450 500 550
Tensile Load (454 kqg)
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(138.38 m-kg)

(138.38 m-kg)

(138.38 m-kg)

127 1!] m 33 I(g,’m Drlll Pipe - APl Premium Class

G105  §-135

| | P S S W (P S I e R [P [T B FOY 4

AL 1 1 1 1 1
50 100 150 200 250 300 350 400 450 500 550 GO0 650 700
Tensile Load (454 kg)

139.7 10° m 29.2kg/m Drill Pipe - APl Premium Class

"

o TR \ \\ \
___\{?5 \\x-as\\a-ms el

10 e
1] 1 1 ] B | 1 1 | 1 L 1 1 1 1 1 1 1 | ks 1 1 1 1
50 100 150 200 250 300 350 400 450 500
Tensile Load (454 kg)
139.710° m 32.6 kg/m Drill Pipe - APl Premium Class
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40
0
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50 100 150 200 250 3tIIJ 350 4[ID 450 500 550 6I]0
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(138.38 m-kg)

(138.38 m-kg)

(138.38 m-kg)

3.4.1.11. Completed Drill Pipe

DRILL COLLARS
139.710° m 363kg;’m Drlll Plpe API Premlum Class
80 e EEE— ——
70— TRl e TR« LT ey
50 —— =+

G-105 $-135

E-75

L ——

0 1 1 1 1 1 ) 1 1 1 1 1 L L 1 1 1 L L L L 1 L | S SN Y N ] |
50 100 150 200 250 300 350 400 450 500 550 60D 650 700
Tensile Load (454 ko)

168.27 10°* m 37.5 kg/m Drill Pipe - AP1 Premium Class
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20 — -7 m\sws s.1\
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50 100 150 200 250 300 350 400 450 500 550 600 650
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168.27 10 m 37.5 kg/m Drill Pipe - API Premium Class
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Completed Drill Pipe
DRILL COLLARS

3.4.2.1. Materials

The drill collars are manufactured
from AISI 41 42H-41 45H modi-
fied steel, and are supplied in the
“as rolled” surface finish can be pro-
vided. Drill collars are trepanned and
drifted to API Spec. 7. Full-length
heat-treatment processes ensure that
mechanical properties meet or exceed
API Spec. 7 requirements. A hardness

Materials Mechanical Properties

Drill Collar Maximum Yield | Maximum Tensile | Maximum

Diameter Strength Strength Hardness
10° MPa (PSI) MPa (PSI) BHN
7937110 174,62 | 759.10 (110,000} | 956.10 (140,000) 285
179,8 to 279.4 | 690.10 (100,000) | 931.10 (135,000) 285

Tensile properties are determined by tests on cylindrical specimens con-

forming to the requirements of the current ASTM A370, 0.2 % offset method.

Hardness tests are performed on the 0D of all drill collars in compliance with
current ASTM standards.

range of 285-341, Brinell Hardness and Charpy “V™ notch minimum impact strength of 5.53
m-kg at 21.11 C are guaranteed one inch below the surface.

Traceability

The drill collar material and process traceability are maintained
from receipt of mill certified raw material to completion of all
the manufacturing. Serial numbers are die stamped on bar bodi-

es.

Rigid Inspection Procedures

We inspect all the drill collars to comply with API standards
and internal specifications. These inspections include visual
dimensional checks as well as ultrasonic inspections over the

entire body of the drill collar.

3.4.2.2. Product Specifications

API Connections

The drill collars are manufactured in 762 . 10* mand 787.4 . 10* m
lengths. All API connections comply with dimensional require-
ments specified in APl Spec. 7 and guidelines presented in API
RP7G. Common sizes and styles are summarized on the next page.
In addition, other connections, such as OH, FH, PAC, WO, SLH90,

SH, and H90, are available to meet specific needs.

Cold Rolling

Drill collar thread roots as well as elevator and slip recess upper
radii are cold-rolled. Cold rolling creates a compressive stress con-
dition that increases fatigue life by minimizing crack initiation.

Lh
8

API pin stress relief groove and API
boreback box remove unengaged
threads in higly stressed areas of
the drill collar. Connection.




Phosphate Coating
All connections are phosphate-coated to improve resistance to

oalling.

Stress Relief Features

API pin stress relief groove and API boreback box decrease the
frequency of fatigue failures. These features increase connec-
tion flexibility and reduce high-stress concentrations that nor-
mally occur adjacent to the end of engaged threads. Stress relief
features are machined in compliance with API Spec. 7.

The cold-rolling process consists of
compressing metal fibers by means

As indicated in APl Spec. 7, connections NC23, NC26 (60.32F1@etm [F) and NC3|
(73.025 10 m IF) do not have sufficient metal to accommodate stress relief features.

3.4.2.3. Slip and Elevator Recesses A
The upper radius of the elevator recess is cold- 508 10° m
rolled to increase product life. Slip and eleva- .
tor recesses can be used together or separately. e B3 _'“‘
Unless otherwise specified, slip and elevator ol Y
recesses are machined in compliance with API Cold Work
RP7G guidelines. Shoulder Area
406.4 107 m
B — e
Y
76.210°m
¥ BT
25410°m _~ .
Radius 457210°m
Shoulder Area |
C— - - ——C‘l‘
50.810°m —» 76.210°m
Radius Fy

N
N



3.4.2.4. Drill Collar Hardfacing

rhe manufacturer Offers Numerous Hardfacing Options:

« Special Edition:
Fine Particle Tung-
sten-Carbide, applied
cither flush or raised,
provides economical
protection in open
hole applications.

« SUPERSMOOTHX:
patented solution for
applications requiring
a “machine-finished”
surface.

* SMOOTHX: pa-
tented hardfacing that
provides a smooth
surface with little or
no exposed carbide.

* Other: producer offers custom engineering hardfacing for specific applications.

R ____JEERNENRE

Pin End

A
25410°m
Y
A

762.10°m
Min.

S A 6

3.4.2.5. HI TORQUE Connection

HI TORQUE Applications

The HI TORQUE is a patented., double-shoul-
dered, high-performance connection that offers
significantly more torsional strength than standard

API connections of similar size.

Spiral Drill Collar

Spiral drill collar are part of

manufacturers complete prod-
uct line. Spiral grooves let mud
circulate freely around the drill
collar to equalize pressure and
prevent aseal from forming.

This reduces the occurrence of

differential pressure sticking.

Spiral prevents

25410°m

! 254.10° m

Box End with
Slip Recess Only

ditferential sticking

J
r'

Without Spiral

10M610°m
254.10°m

] -

254.10°m

25410°m

Box End with
Slip and Elevator Recess




3.4.2.6. Care and Maintenance

Initial Make-up

Even though quality connections are heavily coated with phosphate, thread damage is not al-
ways prevented. A generous and thorough application of high-quality thread dope (40 to 60 %
by weight metallic zinc minimum) will help minimize galling.

New connections should be “walked in™ with chain tongs. Always use the recommended make-
up torque for the thread design. Exercise care to maintain calibrated torque measuring and
indicating gauges for future use. After initial make-up, break-out the connection, clean and
inspect the threads, faces and shoulders. Repair any minor damage. Re-lubricate and re-torque
the connection.

Repeat break-out and make-up a third time before going in the hole. Monitor break-out torque.
It should be the same or less than the make-up torque. High break-out torque is an indication of
problems and the connection should be inspected for damage.

Maintenance
Use thread protectors on both connections when handling drill collars. Rotate breaks on each
rip. Clean and inspect the individual connections.

Qualified personnel should periodically conduct a magnetic particle/black light inspection. Col-
lars that are left idle or put in storage should be cleaned, inspected. repaired, and rust-proofed,
as necessary, before installing thread protectors.

Bending Strength Rations

Sizes less than 152.4 107 should have a BSR of 2.25:1 to 2.75:1. Conditions that require high
rpm and small collars compared to the hole size, use 2.25:1 to 3.00:1. If the rpm is kept low
and the collars are closer to the hole size, use 2.25:1 to 3.20:1. In corrosive environments, use
2.50:1 to 3.00:1.

ST
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Heavy
3.4.3.1. Materials

Heavy Weight

Drill Pipe is manufactured by welding extra-
long tool joints to heavy wall rubes. Stand-
ard heavy weight tool joints are manufac-
tured from AISI 41 42H - 41 45H modified
drill collar material. The heavy pipe body is
manufactured from AIST 1340 material. Ex-
tra-long tool joints are designed to provide
increased space connection rework.

Traceability

Material and process traceability are maintained
for each Heavy Weight Drill Pipe component.
For the tool joints, the mill material certifications
are confirmed by incoming testing and each tool
joint blank is given a three-digit heat code. This
code is traceable through the manufacturing
process. The heavy weight drill pipe tube is
given a permanent identification number.

Cold Rolling

Drill pipe undergoes repeated, severe tensile
stresses during a drilling operation. These
cyclic stresses are particularly focused on
the thread root’s and can cause pipe failure.
Producer helps alleviate this problem by com-
pressing (““cold rolling”™) the thread roots on
every piece of heavy weight drill pipe. Because
the threads are in a compressed state to begin
with, the endurance limit to bending forces is
increased, thereby decreasing fatigue.

3.4.3.2. Heavy Weight Drill Pipe

Thick-walled pipe, called Heavy Weight Drill
Pipe (HWDP), was developed to provided
a gradual transition from the heavy drill col-
lar to the relatively lightweight drill pipe. This
intermediate-weight pipe was a wall thickness
of approximately 17, and helps prevent stress
concentration at the top of the drill collar. It
also allows you to drill at higher rpms, reduc-
ing torque and differential pressure sticking.

Weight

Heavy welght drill pipe tube materials mechanical properties
Minimum Minimum
Yield Strength Tensile Strength
MPa (PS1) MPa {PSI)
380 (55,000) 656 (95,000)

Mechanical properties for tool joint materials are tabulated on page
77 of this catalog.

3 |
’«\‘18“ EEI!.E-TU m |
e | |
| |
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|
- |
s
c 660.4 10° m
Wear Section
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|
[
Nominal Size A —— -
B -
Upset -
Diameter o I
/ |
/
\ /
f'f1en
609.6 1_0 m

Tool Joint OD D -

|
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HWDP is intended primarily for directional drilling. Because it bends easily, it simplifies direc-
tional control and minimizes connection fatigue problems common to high-angle or horizontal
drilling. The reduced number of pipe failures and increased drill-stem service also make HWDP
appropriate for some straight-hole applications.

Various combinations of HWDP, drill collars, and standard drill string can be created to meel
the challenge of severe drilling conditions.

3.4.3.3. Spiral Heavy Weight Drill Pipe

____‘ i _f
The producer developed Spiral Heavy Weight B.,, Tooi - .
Drill Pipe for applications where standard Joint 5“95'“‘ |
heavy weight drill pipe can fail-extended I Y

reach or horizontal drilling. The severe bend- ‘
ing stresses and hole-wall contact are reduced ElevatoBr s T

by three spiral upsets that are equally spaced Diameter

between tool joints. The upset design helps re-

duce buckling and differential sticking, as well

as torque and drag. Spiraling the upsets also

helps move the cuttings off the low side of the s

hole for better hole cleaning. Spiral -—— 604103 m
Upset Y

Spiral Heavy Weight Drill Pipe features more

weight per joint and better hole cleaning char-

acteristics than standard heavy weight drill
pipe, providing optimum performance in se- _—
vere drilling conditions. T |
c
Conter — i< s041°m |
Spiral Upset &
: !
Spiral —— - 6604107 m
Upset
Nomlnal
Size
Upset
Diameter l
EI}QGID’
P:nTooI
Joint
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14.34. Product Features

\PI Specifications
Jei I N > 1 . . - o .
HeaVy Weight Drill Pipe 1s manufactured in compliance with the following API standard
o * . K { "- LI\‘

,mplicuhlc.

APl Specification 7
API Recommended Practice 7G
API Specification Q1

Phosphate Coating

A 11 new connections are hot phosphate-coated to reduce
galling and improve the adhesion of the thread compound.
Producer’s heated coating process applies more phosphate
1o the connection than cold treatments, which prevents
steel-to-steel contact sand helps control frictional proper-

les.

Hot phosphate coating 15 just one more reason why manu-
facturer’s products are superior to other brands.

After phosphate coating
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Drill Stem Accessories

Pup Joints

Pup joints are manufactured from the same material as drill collars. Heat-treat-
mentprocesses ensure a hardness range of 285 - 341 Brinell. Charpy “V* notch
minimum impact strength of 5.53 10" at 21.11 C are guaranteed one inch
below the surface. The integral drill pipe pups are heat treated to 828.10 MPa

minimum Yield. Integral pups have the same tensile and torsional rating of

§-135 drill pipe with the same pin ID. All connections are phosphate-coated to
improve resistance to galling.

Standard lengths are 127 10" m, 254 10 m, and 508 10 m. Additional sizes
are available upon request.
Same-size pup joints 254 10 and longer can be produced as welded assemblies.

Thread Protectors
Manufacturer offers steel
and cast steel thread pro-
tectors for its drill stem
products.

Pin

Drill Pipe
Tool Joint OD

A

Lift Subs and Lift Plugs

Lift Subs and Lift Plugs are manufactured to the same

specifications used for drill collars.

B
A 914.410°m
203.210°m
. o -
25410°m
Drill Collar Connection—— = Y i
Lift Plug
Lift Plug Plate diameter approximately 50.8 10 m larger than Drill Collar diameter
Litt Subs can be ordered with Top Connection. -

Y

- Drill Pipe

457.210°m

B Drill Collar 0D

Drill Collar Connections

Lift Sub

63



Rotary Subs

Rotary subs are available in standard lengths of

914.4 107 mor 1212.2 10 m.

Rotary subs are manufactured from drill collar material
“-\-pail;ﬂt‘t'| and drifted to API Spec. 7 requirements.

Kelly Saver Sub
914.410° m or 914.410° m or
1212210 m 1212.210°m

Straight OD Subs
Reduced Section Subs

64



Rotary Kellys

producer offers square and hexago-
qal kellys. Kelly's are available up
o 1168.4 107" m long. The kellys are
made from 4145 - modified alloy bars
that are quenched and tempered full
leght. A hardness range of 285 to 341
BHN and a minimum impact value of
1016 10° m are maintained 25.4 10* m
helow the surface at room temperature.
All ends and center drive sections are
machined. Producer’s kellys are preci-
sion-trepanned to provide true bores.
They are drifted to API specifications,
and all connections are machined. Pro-
ducer’s kellys are stamped with the API
monogram, where applicable.
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3.4.5. Summary & Conclusion

Tubular products, for the oil and gas industry, are manufactured throughout the world. The

products di&cus.scdl mc?udgd drill pipe, drill collars, casing and production tubing.

The function of drill pipe is to extend the drill bit from earth's surface to the well depth and provide
2 channel for the drilling mud to pass through.

prill Pipe life is basically the total amount of cycles (bending motion from tension to

compression) the pipe can withstand before a fatigues area develops into a crack and ultimately a
failure results. When a length of Drill Pipe is “run bent” the amount of cycles remaining decrease
rapidly; thus decreasing its service life.

The function of the drill collar is to provide weight necessary for the bit to penetrate into the earth’s
surface and also to provide a channel for the drilling mud to pass through.

MANUFACTURING OVERVIEW: Drill pipe performs a number of vital functions. It transmits torque
from the drive spindle through the rod to the bit. It transfers axial load to advance the drill string, and
it is the pressure tight conduit for drilling fluid. Great amounts of compression, tension and torsion
forces are applied to the drill rod. Over time, these

forces can cause fatigue, leading to the unexpected and catastrophic failure of drill rod during drilling
operations. That, in turn, can cause unnecessary expenses and a significant loss of revenue. The
different forces applied to pipe used in vertical or horizontal drilling

are compression, tension and torsion..

drill pipe rod must withstand strong forces that change rapidly, the pipe must perform despite abrasive
wear in a corrosive environment. In addition, drill pipe is subject to continual bending stresses while
in compression and torsion. Under these conditions, a pipe with a uniform wall thickness will bend at
the joints. Such pipes are weakest at the threads and tend to break at the thread next to the shoulder.
To overcome these weaknesses, special connections have been designed to strengthen pipe ends.
Another way to strengthen

pipe ends involves increasing wall thickness at the end of the tube during

manufacturing — a process termed “upsetting.”

TYPES AND METHODS OF MANUFACTURING: Two basic types of drill pipe are in use today:
the external flush joint pipe and the elevated shoulder pipe. In external flush joint drill pipe. the upset
area and/or tool joints have the same outside diameter as the pipe body. In elevated shoulder drill
pipe, the upset area and/or tool joints have a larger outside diameter than the pipe body. Both are good
designs for the drill pipe industry. Integral forged, inertia welded or shrink fit welded are the three
most common methods for manufacturing drill pipe.

Integral forged drill rod is made solely from one piece of material. This product has the same chemical
make-up for the connections and the tube body and no weld zone exists between the two. The green
material is cut to the required length to ensure the proper final length tolerances are met. The ends of
the cut tube are then heated as to produce a workable material for forging. The forging process creates
the desired upset OD, 1D and length configuration required for a given connection. The next step in
the manufacturing process is to heat treat the

tube to the customer specified grade. producing a tube with a specified minimum yield strength. Once
heut-treating has concluded. the connections are then machined on the upsets of each tube, generally
one pin and one box. Due to forging constraints, the upset OD, ID and length are limited on the
integral forged drill rod, thus an inertia welded product can be used.

Due to connections OD, ID and length requirements, inertia welded drill rods are in popular demand.
An inertia welded drill rod is similar to an integral drill rod in that the green tube is cut to length,
Upsets are forged on the ends and the tube is heat treated. The main difference with the inertia w‘cl{'icd
drill rod is that the tool joints, connections, and the tubes are manufactured separately. The tool joints
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gre forged from bar slock..heut treated, inspected

;nd threaded. The tool joints and the tube are then brought together for welding. The welding process
creates @ seamless bond between the tool joint and the tube by using momentum created by the inertia
welding machine. No filler materials are used in this type of welding, so no impurities will be found in the
weld. The welding process begins with the tube being held

qationary by a set of fixture clamps in the inertia welder. The tool joints are placed in a set of clamps,
(collets) and aligned with the turned and bored upset on the tube. The weld cycle begins with the machine
wating the tool joint to a calculated RPM. Once the proper RPM has been reached the machine forces the
ol joints and the tube together, creating the bond

weld. The weld zone is then heat treated and tested to ensure the proper strength has been obtained to
provide a quality product to the customer.

Shrink fit and welded drill rod is manufactured with tubes that may have upset ends or be a parallel wall
(or plain end) tube. This process machines the ID of the tube to produce an interference fit with the
weld tang of the tool joint connection. The weld tang is actually pressed inside the mid-body tube, and
4 fillet weld bonds the tool joints to the tube .Because of its mass, shrink fit and welded pipe has similar
advantages 1o inertia-welded pipe. This process is well accepted in all industries and provides a strong
joint. The disadvantage of this method is the filler metal between the two mating parts. If you shrink fit
ato0l joint to the parallel wall of a plain end tube and sustain any wear on the outside diameter, then the
connection is weakened and subjected to increased fatigue.

Animportant service required for the effectiveness and performance of all tubular products is inspection.
The most common types of inspections are electromagnetic inspection (EMI) and magnetic particle
inspection (MPI).

Inspection of tubular products is a service provided to detect flaws within or on the pipes surface and is a
critical factor in the success of drilling and completing a well for production. Some of the factors involved
in the cause of these flaws that must be detected prior to failure are: manufacturing errors, strain in which
the product is put under during use and /or misuse, and hydrogen sulfide gas found within the earths
surface.
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4. Financial
analysis




The financial analysis for the company future economic development

4.1. History of company
EPEDC is a new company which include five existing partners:

+ GBS GLOBAL BIT SUPPLY s.r.0. contractor (Czech company),

« STATOIL INT. (Norvegian offshore drilling company),

« MND servisni, a.s. (Czech company which operate in the domain of gas and o1l well
drilling - onshore, water well drilling, directional drilling and work over services),

+ EMIRATES PETROLEUM INVESTMENT (located in the United Arab Emirates).

« the winner of the tender for the Ceska rafinérsk4 company (The government is
privatising 51 % of the Czech refinery company and one of the winners of the tender will
get an offer to be a partner in EPEDC). The company shall buy inexpensive high-quality
crude oil in the Middle East and sell it in the Czech Republic and Europe,

* Geologicky pruzkum, a. s. (Czech company, which make exploration operations for oil
and gas),

» Vitkovice, a. . (manufactures petroleum and drill equipment).

GBS GLOBAL .

_________ . BITSUPPLY s.T. 0. P

STATOILINT. { Vitkovice,a.s.

/ .............. | \

- winner of tender -,
.. MND servisni, a.s. ! .. Ceskarafinérska
*-..._company .-
\ EPI A atinn ey /
! EMIRATES PETROLEUM e
*._ INVESTMENT _.-° o e
i H‘ ----------- i

4.2. The target of this project

The main target is to expand the supply base of essential raw mineral material sources

for The Czech Republic.

Unfortunately, The Czech Republic is not a country rich in raw mineral material resources.
Most of its mineral materials are imported, including crude oil and gas. Although crude oil and
gas are drilled in several places in The Czech Republic. the sources are not sufficient and the
volume of drilled crude oil does not cover the needs of the country. The greater parts of crude-
oil and gas supplies are imported, mostly by pipeline, from Russia and German Ingolstadt.

Transport of crude oil and gas from Russia, which is the major supplier, has its risks becl:ausc‘
of erratic supply. The supply was interrupted several times in the past. SO the opportunity of
finding an alternative source of supply of crude oil and gas would be beneficial to ic Czech
Republic. For this reason. the author of this project decided to build a company which would
participate in the drilling for crude oil and gas in the Middle East, Iwhere rich sources are
located. With regard to the experience of establishing similar subjects in the Middle East, this
Proposed project has all the potential to be successful.
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1.3. Property-law related to the project

The proposed project should establish itself and be managed in an office which would be rented
in the United Arab Emirates. The office equipment should contain a computer system software,
fax machine, phone machines, mobile phones, furniture ete. It will be owned by the established
company. The company will buy one personal car to be used for company purposes. The entire
collection of drilling equipment needed for the professional work will be managed by the companies
STATOIL INT., MND servisni, a. s. and Geologicky pruzkum, a. s. and be purchased with the
companies’s OWN resources. A suitable warehouse will be rented for storing this equipment.

4.4. Technical/technological aspect of the project

The company will provide wells, drilling and researching projects. They should adhere to these
activities:

Water well drilling

These will be dug for the purpose of finding new water sources.

Work over services
The company will offer the professional capacity for future customers to provide work over
services for old and new oil wells.

Well between wells - Directional drilling of crude oil

This is special technology whereby pre-existing wells can be reused, firstly by researching the
surrounding area of the well in a horizontal way, then in the event of a new source of crude oil
being found directional drilling can be performed.

Gas and Oil well Drilling - onshore
This activity refers to vertical wells: exploration and drilling of crude oil and gas.

Gas and Oil Well Drilling - offshore
This activity refers to drilling vertical wells: exploration and drilling of crude oil and gas.

Export of crude oil

The company will obtain its crude oil and gas from the Middle East. These products will be
transported mainly to the Czech Republic and Europe. Crude will be obtained in two ways:

I. According to an agreement with the customer, the cost of the company s services will be paid
in crude oil or gas.

2. The company EPEDC will have to register itself formally and legally in the refinery working
in the mentioned area.

Sale and services of the petroleum and drilling equipment

There are many factories in the Czech Republic with experience in the production of pcllrolcum
and drilling equipment an example being Vitkovice, a. s. EPEDC is plans to buy this equipment
and export it to the Middle East.

4.5. Analysis of taking this project

This project is planned as a minimal variant of company development. 1
calculations are performed assuming maximum expenditure and minimum income. T
and if it continues to have similar economic trends. From

This means that
his is

possible with the current economy,
this we can divide the expenses as follows.
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water well drilling

The company is able to drill a minimum of 500 wells in one year (i.e. about 42 wells per
month). The average price per well is 6.500.- € and we can suppose that the total income will
be 3.250.000.- € per year (or 270.833,- € monthly).

Work over services
The company plans to provide this service, for 8 hours daily, 26 days/month. The price per hour
will be 150.- €, which means 31.200,- € as an average monthly income.

Well between Wells - Directional drilling

The company is capable of producing 1 well over a period of 2 months (minimum). The price
of the well is approximately 245.000.- €, so the monthly income from this activity should be
122.500,- € (1.470.000,- € each year).

Gas and Oil Well Drilling - onshore

The company will manage at least 8 wells yearly. The average length of one well is 15.000
feet. One foot will cost the customer 60.- €, meaning that the average price of one well will be
900.000,- €. The total income in one year should be 7.200.000,- € (600.000,- € monthly).

Gas and Oil Well Drilling - offshore
EPEDC could do 3 wells. The total price of one well depends on the depth of the well. Drilling
of one foot costs 381,25,- €. The average depth of the well is about 15.000 feet, so the price
per well is 5.718.750,- €. The yearly income from this activity should be 17.156.250.- € (so
monthly it should be 1.429.687,50 €).

Export of crude oil

Company EPEDC will react according to the market situation and according to the needs of
the Czech Republic and Europe. The Czech national consumption is 7 million ton of crude oil
each year. This analysis was done as a minimal variant where the influence of incomes from the
export of crude oil on the company economy was overlooked.

Sale and service of petroleum and drilling equipment

The price and the volume of purchased and sold petroleum and drilling equipment will depends
on the state of the market. As this is the case it must be borne in mind that this analysis is done as
a minimal variant, and the influence of the income from petroleum and drilling equipment on the
company economy are overlooked.

EPEDC shall be established approximately on 1. March 2004. The company shall use an increasing
operational strategy starting on 1. September 2004 with simpler missions such as water well drilling
activities and work over services. Within a year EPEDC shall expand its operational area into the
horizontal and vertical oil well drilling (onshore) and on the I. March 2006 EPEDC may expand
its activity for offshore drilling. Here is a sample chart of how the structure will be:

Tab. no. I - the structure of income (in years)

Activity 2004 2005 2006 2007 2008]  TOTAL in €|
Water well drilling 1083 332,00] 3 249 996,00 3 249 996,00] 3 249 996,00 3 249 996,00 14 083 316,00]
Work over services 124 800.00] 374 400,00 374 400,00] 374 400,00 374 400,00] 1 622 400,00]
Horizontal drilling 0,00] 7225 000,00] 1470 000,00 1470 000,00[ 1470000.00f 5 635 000,00}
Drilling onshore 0.00] 6 000 000,00 _7 200 000,00] 7 200 000,00| 7 200 000,00] 27 600 000,00}
Drilling offshore 0,00 0.00] 14 296 875,00 17 156 250,00] 17 156 250,00] 48 609 375,00]

17210 136,00] 10 851 401,00] 26 593 277,00 29 452 653,00 29 452 654,00] 97 560 121,00
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Fig. 1 The Development of income

in the period 2004 - 2008
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4.6. Analysis of the project costs

The company shall pay costs, whose structures differ in each evolutionary phase. Beginning
with the initial establishment of the company, continuing through the market establishment
period. and ending in the period when the company has stabilised. It is possible to subdivide
these costs as being: The establishment of the company: the cost for running an office; the costs
of the initial activity of the company; and loan fees.

4.6.1. Costs associated with the establishment of the company

Mainly there will be initial fees for the company s legal registration with the proper authorities.
GBS Global Bit Supply. s. r. 0. shall be responsible for this operation. These fees should be
about 2.000.- €. It is important for the company to manage its own office. There will be one-off
costs, such as buying a company car, furnishing the office and buying office equipment (PC
system, software, fax machine, phone machines, portable phones, furniture etc.).

The cost for the company car should be around 8.000.- € and we can expect that the rest of the
office equipment will cost about 3.000,- €. In sum, the total cost for establishing this company
should be 13.000.- €.



4.6.2. Overhead costs for office activity for which GBS Global Bit Supply, s. r. 0. will be
responsible

The monthly costs, specified below, should be considered as monthly expenses related to
running and maintaining a proper office:

Salary of'emiployees (manager, Secretaty) v ol i s s e 2500 - €
Renhng the O ice e e el e o 800,- €
Internel e s e e e e 70,- €
Phones, FaXE i o e e s 400,- €
Office eqUiPIeI s o i SR e R 50,- €
Costs of petrol forcompany car. . ... 20,- €
Travel costs (air tickets, hotels, taxi, visa, fees on the tenders) .. .......... 750,- €
(BT (a0 CICH Lt s e e e e e i e L 500,- €
T e e e eSS Gt =

4.6.3. Costs associated with the company activities

There are some specific costs connected with the company activities. As was written previ-
ously, the company will often use the services of its suppliers: STATOIL INT., MND servisni,
a. s. and Geologicky pruzkum, a. s. These companies will offer services (as described), which
means that they will need to transport their machines and equipment on the location of opera-
tions. It is expected that EPEDC would be asked to manage a suitable storage for this equip-
ment. Plus it should be expected to cover the transport of the equipment. The monthly costs of
a suitable warehouse is 1,000 €. The transport costs of machinery & equipment should range
about 14.000.- € in one year (or 1.167.- € monthly).

Other company costs are very specific, and they vary depending on the type of activity. Because
nearly all activities will be managed by the suppliers, it is sure that the company costs will include
expenses for the services of STATOIL INT., MND servisni, a. s. and Geologicky priuzkum, a. s. We
can determine the costs on the basis of previous work of this kind:

Water well drilling

The company is able to drill 500 wells yearly (that means 42 wells monthly). The average price
of one well is 3.466,- € and total costs are supposed to be about 1.733.000,- € if the activity will
run for 1 full year meaning 144.417,- €.

Work over services

[t is counted that the company will provide this service 8 hours daily for the 26 days monthly.
It will cost the co. 75 € per one working hour. This means that the total average costs for one
month will be 15.600.- €.

Well Between Wells - Directional drilling
If the company capacity is producing 1 well/2 months (approx.) the well costs approx.
130.659.- € and monthly costs for this activity will be 65.329,50 € (yearly 783.954,- €).

Gas and Oil Well Drilling - onshore

The co. manages to drill 8 wells yearly (min.). The depth of each well is approximately 15.000
feet as average &1 foot will cost 32 €. It means that the average price of one well is 480.000 €.
The costs of this activity will reach the about 3.840.000.- € yearly (so it is 320.000.- € monthly).
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Gas and Oil Well Drilling - offshore

It is supposed to drill 3 wells in one year, total price of one well depends on its depth. The price
of one foot is 180,- € and the average depth is 15.000 feet. So the price per well 1s 2.700.000 - €.
Yearly incomes from this activity will be 8.100.000,- € (which means 675.000.- € monthly).

Export of crude oil

Company EPEDC will react according to the situation on the market and the needs of The
Czech Republic and Europe. The Czech republic needs about 7 million. tons of crude oil yearly.
Since this feasibility study has been made as minimum variant, the influence of costs for impn.rl
of crude oil and gas on the economy of company was not included.

Sale and service of petroleum and
drilling equipment _
The price and volume of purchased and Fig. 3

The Development of costs

sold petroleum and drilling equipment in the period 2004 - 2008 |

will be dependant on the needs of the 16 00 D00, 00 i |

market. Also in this case we have to 14 000 000,00 | h |

r-.-mclmlhcr [h;lt‘lhis am;tl_vsis_ is done e [ |

as minimal variant and the influence | I I |
10 000 000,00

of incomes on the sale and service of
petroleum and drilling equipment for
the economy of the company is for the 6 000 000,00 |

@ 8000 000,00 ‘

purpose of analysis is overlooked. 4 000 000,00 |
2000 000,00
Interest from credit R | Il
. 0,00
It is supposed that the company, to L B SR L
ensure its activity, will use credit period

e ; N eeia |
offered hy some locals banks. It B Costs while establishing company B Costs of the office |

is .\'upposed that EPI (Emirates O Transport and store of machines  OInterest from the credit | |
Petroleum Investment company) will B Water well drilling BWork over senices |
.\LIpply credit to the company and will ch.in.zontal drilling O Drilling onshare | |

m Drilling offshore WTOTAL in € : |

charge interest. It is calculated that
its value will be about 9,98 %. The
amount of credit which the company will require is 2.400.000.- €. The company will use amount
800.000,- € in the period ending 28. February 2004 and 1.600.00,- € in the period to 31. January 2005.
This credit will be repaid back from the beginning of the year 2005 in regular monthly payments.
The whole amount will be paid back by the end of the year 2006. The interest to be paid is as follow:
66.533,- € (year 2004), 185.516.- (year 2005) and 74.204.- € (year 2006). The structure of income
depends on the period when company will pay them. This structure will look like this:

Tab. Number 2 - The structure of income in years

Costs 2004 2005 2006 2007 2008| TOTAL in €
Costs while estalishing company 13 000,00 0,00 0,00 0,00 0,00 13 000,00
| Costs of the office 51600,00]  61920,00 61920,00 61.920,00 61920,00] 299 280,00,
Transport and store of machines 21 670,00 26 004,00 26 004,00 26 004,00 26 004,00 125 686,00
Interest from the credit 6 533,30] 185 516,10 74 204 46 0,00 0,00] 326 253,86
|Water well drilling 577 668,00| 1733 004,00/ 1733 004,00/ 1733004,00] 173300400/ 7509 684,00
Work over senvices 62 400,00] 187 200,00 187 200,00/ 187 200,00/ 187 200,00f 811 zou,uul
Honzontal drilling 0,00] 653 295,00]  783954,00]  783954,00] 783 954,00{ 3 005 157,00
 Drilling onshere 0,00] 3 200 000,00] 3 840 000,00] 3 840 000,00] 3 840 000.00{ 14 720 nnn,oq
Drilling offshore 0,00 0,00/ 6 750 000,00( 8 100 000,00/ 8 100 000,00| 22 950 000,00
TOTAL in € 794 875,30| 6 048 944,10| 13 458 292,46| 14 734 089,00) 14 734 090,00] 49 770 290,86]
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4.7. Total company
economy

Fi2- 4 The Structure of costs during period 2004 - 2008

BO%
[he development of the economy i e
in the period 2004 - 2008 Sl
is described in detail in the Gk
following attachments. Since
the first operational base for the |

mi5%

company is Dubai, EPEDC will |
be a resident of the United Arab |

Emirates. The uvmplam)-' has tax @ Costs while establish. company B Costs of the office
incomes dlliy Ul'li}" in UAE. At O Transport and store of machines O Interest from the credit
this time there 1s no income tax ®Water well drilling BWork over senvices
duty in the United Arab Emirates. |  SHorizontal driling 0 Drilling onshore

The only requirement for tax duty W Lning afshora

is to pay tax on dividend paid to

the partners who are residing in The Czech republic.

According to the agreement between The Czech republic and The United Arab Emirates with
respect to the prevention of double taxation and the prevention of tax outflow in the category of
income tax, and tax from the possession, the dividend paid off this way are taxed in The Czech
republic. According to Czech legislation, specifically § 20 b section 1 law no. 586/1992 and § 21
sections 3 law no. 586/1992 the companies will be required to pay tax to the Czech government
ata rate of 15 %. From the partners® view this taxation regime looks very profitable, whilst also
being beneficial to the Czech republic as the recipient of taxes. With regard for the forthcoming
profit it is beneficial for the Czech republic that there will be a periodic payments of taxes.

030% 2%

mE%
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5. ATTACHMENTS:

Profit and lost account 2004
Balance sheet 2004

Profit and lost account 2005

Balance sheet 2005

Profit and lost account 2006

Balance sheet 2006

Profit and lost account 2007

Balance sheet 2007

Profit and lost account 2008

Balance sheet 2008

The program paying back of the credit and interest from the credit
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5.1.1. Uéetni obdobi 2004
Assets
(uvedeno v celych €)

Nazev Géetni jednotky
Name of accounting unit
sidlo aéetni jednotky

Place of accounting unit

EUROPE PETROLEUM EXPLOR. & DRILLING CORP. LTD.

ROZVAHA

balance sheet

3 minulé
oznateni AKTIVA g bézné obdobi obdobi
markings assets % current period last period
brutto korekce netto netto
8ross djustment net net
a b c 1 2 3 4
] ET B
X i1 N [t T
Bl L Bl BT )’:? »
B 1 Nehmotny investiéni majetek 2000 0 2000 0
Intangible fixed assets
B 1 |Zfizovaci naklady 5 2000 0 2000
Establishment expenses
B L 32 h.fahmo?né vysledky vyzkumné a obdobné 6
ginnosti
Intangikle results of research activities
Bl 3 |Software 7
Software
B | 4 |Ocenitelna prava 8
Valuable rights
B 1. 5 |Jiny nehmotny investiéni majetek 9
Other intangible fixed assets
B I 6 |Nedokontené nehmotné investice 10
Non finished intangible fixed assets
Poskytnuté zalohy na nehmotny investicni
B 1 7 Imajetek A
Advance payments for intangible fixed assets
B N Hmotny investiéni majetek 12 11000 -3000 8000 0
Tangible fixed assets
B Il 1 |Pozemky 13
Land
B 1. 2 |Budovy, haly a stavby 14
B Fuildings, halls and structures
B I 3 _Stroje, pfistroje a zafizeni, dopravni prostiedky a 15 8000 2000 6000
invetaf
Machines, devices and equipments,
transportation, furniture and office equipments
B Il 4 [Pastitelské celky trvalych porosti 16
Ferennial crops
B Il 5 |Zakladni stado a taina zvitata 17
et Ereeding and draught animals
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Utetni obdobi 2004
Assets
(uvedeno v celych €)

Other tangikle assets

|Nedokonéené hmotné investice

Non finished tangible assets

Poskytnuté zalohy na hmotny investiéni majetek

Advance payments for tangible assests

Opravna poloZka k nabytému majetku
Adjustment to acquired assests

|Finanéni investice

Financial investments

Podilové cenné papiry a vklady v podnicich s
rozhodujicim viivem

Shares and investments in enterprises with
controlling influence

Podilové cenné papiry a vklady v podnicich s

pod ym vlivem
Shares and investments in enterprises with
substantial influence

Ostatni investiéni cenné papiry a vklady
Cither securities and shares

Pljcky podnikim ve skuping
Intergroup loans

Jiné finanéni investice

Dther financial investments

1 & b
|Inventory

Material
Materials

|Nedokonéena vyroba a polotovary

Waork in progress and semi finished products

Vyrobky
Froducts

Zvirata
Animals

Zboii
Merchandise

Poskytnuté zalohy na zasoby
Advance payments for inventory

Dlouhodobé pohledavky
Long term receivables

Pohledavky z obchodniho styku
Trade receivables

y T8 «

aznateni AKTIVA § oo sadnd o
markings assets E current period last period
brutto korekce netto netto
gross ljustment|  net net
a b c 1 2 3 4
B Il 6 |Jiny hmotny majetek




Ucetni obdobi 2004

Assets

(uvedeno v celych €)

oznateni AKTIVA § b&2né obdobf ::r:i
markings assets E current period last period
brutto korekce netto netto
gross Fdjuxtmeut net net
a b 2
¢ 1. 2 |Pohledavky ke spoleénikim a sdruZenim
Receivables from partners and association
¢ Il. 3 |Pohledavky v podnicich s rozhodujicim viivem
Keceivables in enterprises with controlling
influence
C Il. 4 |Pohledavky v podnicich s podstatnym viivem
Receivables in enterprises with substantial
influence
¢ Il. 5 |Jiné pohledavky
Other receivables
c m Kratkodobé pohledavky
Short term receivables
C . 1 |Pohledavky z obchodniho styku
Trade receivables
C . 2 |Pohledavky ke spoleénikim a sdruZenim
Receivables from partners and association
C Ill. 3 |Socidlni zabezpeéeni
Social security
C Il 4 [Stat- dafové pohledavky

Lue from State - tax receivables

C I 5 |Stat-odloZena dafova pohledavka
Lue to State - deferred tax receivables

C lil. 6 [Pohledavky v podnicich s rozhodujicim viivem
Receivables in enterprises with controlling
influence

C Il 7 |Pohledavky v podnicich s podstatnym viivem
Receivables in enterprises with substantial
influence

C 1. 8 |Jiné pohledavky
Cither receivables

C v Finanéni majetek
Financial assets

C IV. 1 |Penize
Cash

C Iv. 2 |Uéty v bankach
Eank accounts

C W. 3 lKratkodoby finanéni majetek

Short term financial assets

70

~eseei| o] _ewrel| 0
) R AT
] I ]
N R RS




Ucetni obdobi 2004
Assets
(uvedeno v celych €)

e
5 minulé
cenetent AKTIVA 3 béné obdobi obdobi
markings assets a current period last period
brutto korekce netto netto
gross  |adjustment net net
a b (- 1 2 3 4
D Ostatni aktiva - prechodné Géty aktiv 55
Other assets - temporary accounts
I Casové rozliSeni 56 0 0 0 =
Acrruals
0 T 1 |Naklady pfistich obdobl 57 0
Leferred expenses
D I. 2 |Pfijmy pristich obdobi 58 0
Accrued revenues
D 1 3 |Kurzové rozdily aktvni 59 0
Foreign currencies exchange losses
D I Dohadné ucty aktivni 60
Estimated receivatle

24.7.2003

Osoba odpovédna za Géetnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédna za G&etni zdvérku YOUSSEF EL HADI
Person responsible for an accounting balance
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5.1.2. Ucetni obdobi 2004
Liabilities
(uvedeno v celych €)

Nazev ucetni jednotky EUROPE PETROLEUM EXPLOR. & DRILLING CORP. LTC
Name of accounting unit
sidlo uetni jednotky 5

Place of accounting unit

ROZVAHA

balance sheet

PASIVA
liabilities

bézné obdobi
current period

minulé obdobi
last period

Zakladni jméni
Registered capital

A |1 |zZakladni jméni
Registered capital
A | 2 |Viastni akcie
Cwn shares
AL Kapitalové fondy
Capital funds
A Il 1 |Emisni aZio
Share premium
A Il 2 |Ostatni kapitalove fondy
Other capital funds
A Il. 3 |Ocefovaci rozdily z pfecenéni majetku
Lifference from revaluation of assets
ANl 4 Ocefiovaci rozdily z kapitalovych Gcasti
Difference from investment
AL Fondy ze zisku
Funds from net profit
A 1l 1 |Zakonny rezervni fond
Legal reserve fund
A Il 2 |Nedélitelny fond
Indivisible fund
A Il 3 |Statutami a ostatni fondyy
Statutory and other funds
A IV, |Hospodafsky vysledek z minulych let

Frofit / loss previous year

A V. 1 |Nerozdéleny zisk z minulych let

BE Retained profits previous year

A IV, 2 |Neuhrazena ztrata z minulych let

Lass from previous year

AV Hospodafsky vysledek bézného ugetniho obdobi
Fraofit / Loss - current period




Ucetni obdobi 2004
Liabilities
(uvedeno v celych €)

oznaéeni PASNA bézné obdobi
markings liabilities current period
Reserves
B | 1 |Zékonné rezervy
Legal reserves
g | 2 |Rezerva na kurzovni ztraty
Reserve for foreign exchange loss
B I. 3 |Ostatni rezervy
Cther reserves
B 1l Dlouhodobé zavazky
Long-term payables
B Il 1 |Zavazky k podnikim s rozhodujicim viivem
Fayalles t- enterprises with controlling influence
B Il. 2 |Zavazky k podnikim s podstatnym viivem
Fayables 1o enterprises with substantial influence
B 1l 3 |Dlouhodobé pfijaté zalohy
Long-term payables
B Il. 4 |Emitované diuhopisy
Issued bonds
B Il. 5 |Diouhodobé sménky k uhradé
Leong-term bills of exchange
B 1. 6 |Jinédiouhodobé zavazky
Cither long-term payables
B I |Kratkodobé zavazky
Short-term payables
B . 1 |Zavazky z obhodniho styku
Trade payables
B . 2 |Zavazky ke spoleénikim a sdruZenim
Fayatles to partners and associations
B ll. 3 |Zavazky k zaméstnancim
Fayatles to emlovees
B . 4 |Zavazky ze socidliniho zabezpeden|
Fayalbles to social security
B . 5 |Stat- dafové zAvazky a dotace
Lue io state - taxes and subsidies
B Il. & |Stat- odloZena daf
Lue to state - deferred tax
B . 7 |Zavazky k podnikim s rozhodujicim viivem
Fayables to enterprises with controlling influence
B W B |Zavazky k podnikim s podstanym vilvem
Fayables to enterprises with substatntial influence
B . 9 |Jiné zavazky
Cither payables




Ucetni obdobi 2004
Liabilities
(uvedeno v celych €)

Kontroini soutet

Check number

23.7.2003

Osoba odpovédna za Géetnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédna za Géetni zdvérku YOUSSEF EL HADI
Person responsible for an accounting balance

. 83

=
oznaéeni PASIVA i bézné obdobi minulé obdobi
markings liabilities g current period last period
a b c - 6
B IV Bankovni Ovéry a vypomoc 101 800000
Eank loans and financial assistance
B V. 1 |Bankovniuvéry dlouhodobé 102
Long term loans
B Iv. 2 |Bé&Zne bankovni Gvéry 103
Current bank loans
B V. 3 |Kratkodobé finanéni vypomoci 104
Short term financial assistances
Gk Casové rozligen| 106
Accruals
L | 1 {Vydaje pfistich obdabi 107
Accrued expenses
c: 2 |Vynosy pfistich obdobi
Leferred revenues
C |. 3 |Kurzovni rozdily pasivni
Foreign currencies exchange gains
C . Dohadné Géty pasivni 110
Estimated payables




5.1.3. Uéetni obdobi 2004
Profit and loss account
(uvedeno v celych €)

Nazev OEetni iﬁd‘“"l Y 2 EUROPE PETROLEUM EXPLOR. & DRILLING Ci
Name of accounting unit
sidlo téetni jednotky 5

Place of accounting unit

VYKAZ ZISKU A ZTRAT

profit and loss account

oznateni TEXT b&zné obdobi minulé obdobi
markings text current period last period

I Triby za prodej zboZi

Revenues from merchandise

A Naklady vynaloZené na prodej zboZ(
Expenses on sold goods

+ Obchodni mare

Sale margin

1 Vyroba

Froduction

Il. 1 |Triby za prodej vlastnich vyrobkl a sluzeb
Revenues from own product and services
2 |Zména stavu vnitropodnikovych zasob viastni vyroby
“hange of inventory of own_production
3 |Aktivace

Capitalization

Vyrobni spotfeba

Froduction consumption
1 |Spotfeba materidlu a energie

Consumption of material and energy
2 |Sluzby

Services
Pfidana hodnota
| Added value
Osobni naklady

Fersonal costs
1 |Mzdové naklady

Wages and salaries
2 |Odmény &lenim organl spoleénosti a drufstev

Renumeration of board members
3 |Naklady na socialni zabezpedeni

Social security
4 |Socialni naklady

B

B

B

+

c

c

c

C

c
l__ Social expenses

D Dané a poplatky
H Taxes and fees

E Odpisy nehmotného a hmotného majetku investiéniho majetku
Lepreciations of intangible and tangikle assets
I Triby z prodeje inestiéniho majetku
Revenues from sale of fixed assels
Zustatkové cena prodaného investiéniho majetku a materialu
Net book value of sold fixed assets and sold material

N
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Ucetni obdobi 2004
Profit and loss account
(uvedeno v celych €)

S
oznateni TEXT i béiné obdobi minulé obdobi
markings text % current period last period
s b c 1 2
V. Zuttovani rezerv a Easové rozlidenl provoznich vynos 21
Accounting of reserves and accruals
G |Tvorba rezerv a 2asové roziiSeni provoznich naklad 22
Additions to reserves and accruals to operating expenses
[ Zaztovani opravnych poloZek do provoznich vynos 23
Accounting of adjustment to operating revenues
H. ZU&tovani opravnych poloZek do provoznich nakladi 24
Accounting of u@nems 1o operating expenses
Vi Ostatni provozni vynosy 25
Cther operating revenues
(T Ostatni provozn| naklady 26
Other operating expenses
VIL. Pfevod provoznich vynos( 27
Transfer of cperating revenues
J Pfevod provoznich naklada 28
Transfer of operating expenses
Vil Triby z prodeje cennych papind a vkladd 30
Revenues from sale of securities and shares
K Prodané cenné papiry N
Sold securities and shares
IX. Vynosy z finanénich investic 3z ]
Revenues from financial investments
IX. 1 |Vynosy z cennych papirl a vkladd v podnicich ve skuping 33
Revenues from securities and shares in group
IX. 2 |Vynosy z ostatnich investiénich cennych papiri a vkladi 34
Revenues from other securities and shares
IX. 3 |Vynosy z ostatnich finan&nich investic 35
Revenues from other financial i
X. Vynosy z kratkodobého finanéniho majetku 36
Revenues from short-term financial assets
Xl Zuétovani rezerv do finanénich vynost ET4
Accounting of reserves to financial revenues
L Tvorba rezerv na finanéni naklady 38
= Additions to reserves (financial expenses)
X, Zittovani opravnych polozek (finanéni vynosy) 39
IR Accounting of adjustments (financial revenues)
M. Ziétovén| opravnych poloZek (finanéni naklady) 40
L lAccounting of adjustments (financial expenses)
X Vynosové droky 41
e |Received interest
N Nakladové Groky 42 i
l—_ |Faid interest
XIV. Ostatni finan&ni vynosy 45
- Cither financial revenues
0 Ostatni finanéni naklady &)
S Cither financial expenses




U¢etni obdobi 2004
Profit and loss account
(uvedeno v celych €)

=
oznaeni TEXT 5 béiné obdobi minulé obdobi
markings text % current period last period
. b c 1 2
XV Pfevod finanénich vynosa 45
Transfer of financial revenues
rE Prevod finanénich nakladi 46
Transfer of financial expenses
x Hospodafsky vysledek z finanénich operaci 47 66533
from financial operations
R Dafi z pfijml za béZnou &innost 48 0 0
Income tax from current activity
R 1 |Dan splatna 49
Lue tax
R 2 |Dar odlozena 50
Tax deferred
51
xvi Mimofadné vynosy 53
Extracrdinary revenues
S Mimofadné naklady 54
Extracrdinary expenses
i Dafi z pfijmi mimofadné Einnosti 55 0 0
Income tax from extracrdinary income
T 1 |Daf splatna 56
Tax due
T 2 |Dafi odloZzena 57
Leferred tax
x Mimofadny hospodafsky vysledek 58 0 0
. r extraordinary activity
u. Pfevod podilu na hospodafském vysledku 59
Transfer of profit (loss) to partners

Odeslano dne 24.7.2003
Send away
Osoba odpovédna za Géetnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédna za GEetni zavérku YOUSSEF EL HADI
Person responsible for an accounting balance




5.1.4. Ucetni obdobi 2005
Assets
(uvedeno v celych €)

i TS S Y EUROPE PETROLEUM EXPLOR. & DRILLING CORP. LTD.
Name of accounting unit

sidlo Géetni jednotky

Place of accounting unit

ROZVAHA

balance sheet

AKTIVA
assets

oznaéeni
markings

bézné obdobi obdobi
current period last period

row Fadek

Nehmotny investiéni majetek

Intangible fived assets
B |. 1 |Zfizovaci naklady
Estaklishment expenses
& 2 Nlehrnané vysledky vyzkumné a obdobné
ginnosti
Intangible results of research activities
B I 3 |Software
Software
B | 4 |Ocenitelna prava
Valuable rights
B | 5 |Jiny nehmotny investiéni majetek

Cither intangible fived assets

B | 6 |Nedokonéené nehmotné investice

Non finished intangible ficed assets
Poskytnuté zalohy na nehmotny investiéni

ANl majetek
Advance payments for intangible fixed assets
Bl Hmotny investiéni majetek
= Tangible fixed assets
B Il 1 |Pozemky
Land
B Il 2 |Budovy, haly a stavby
== Euildings, halls and structures
B Il 3 IStroje. pristroje a zafizeni, dopravni prostiedky a
invetaf
Machines, devices and equipments,
& transportation, furniture and office equipments
B Il 4 |Pastitelske celky trvalych porostd
' |Perennial crops
B Il 5 |Zakladni stado a tazna zvirata
Ereeding and draught animals

» 87



Ucetni obdobi 2005
Assets
(uvedeno v celych €)

=
minulé
oznaceni AKTIVA g b&2né obdobi obdobi
markings assets E current period last period
brutto korekce netto netto
gross  |adjustment net net
a b < 1 2 3 4
B Il 6 |Jiny hmotny majetek 18 3000 -2000 1000 2000
Other tangible assets
5 I 7 |Nedokon&ené hmotné investice 19 0
Non finished tangible assets
B I 8 |pgskytnuté zalohy na hmotny investiéni majetek | 20 0
Advance payments for tangible assests
B Il. 9 |Opravna poloZka k nabytému majetku 21 0
Adjustment to acquired assests
B i Finanéni investice 22 0 0 0 0
Financial investments
Podilové cenné papiry a vklady v podnicich s
U rozhodujicim viivem 23 0
Shares and investments in enterprises with
controlling influence
Podilové cenné papiry a vklady v podnicich s
B M2 foodstatngm vivem 24 g
Shares and investments in enterprises with
substantial influence
B Ill. 3 |Ostatni investiéni cenné papiry a vklady 25 0
Cither securities and shares
B . 4 |Pujéky podnikim ve skupiné 26 0
Intergroup loans
B ll. 5 |Jiné finanéni investice 27 0
Cther financial investments
c 1 Zasoby 29 0 ] 0 0
Inventory
G | 1 |Material 30 0
Materials
C I 2 |Nedokon&ena vyroba a polotavary 3 0
Work in progress and semi finished products
C I 3 [Vyrobky 32 0
Froducts
C I 4 |Zvifata 33 0
Animals
C I 5 |Zboz 34 0
| Merchandise
C 1 6 |Poskytnuté zalohy na zasoby 35 0
[ Advance payments for inventory
c o Dlouhodobé pohledavky 36 0 0 0 0
= Long term receivables
Pohledavky z obchodniho styku a7 0

Trade receivables
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Utetni obdobi 2005

Assets

(uvedeno v celych €)

minu
oznateni AKTIVA § bézné obdobi ub:lo:I
markings assets E current period last period
brutto korekce netto netto
gross ljustment net net
a b
¢ Il 2 |Pohledavky ke spoleénikim a sdruZenim
Receivables from partners and association
c Il 3 |Pohledavky v podnicich s rozhodujicim viivem
Receivaktles in enterprises with controlling
influence
C . 4 |Pohledavky v podnicich s podstatnym viivem
Receivakbles in enterprises with substantial
influence
C . 5 |Jiné pohledavky
Cither receivables
T [Feaikodobs poedeviy iaszon] o taszndo] 300000
Short term receivables
C ll. 1 |Pohledavky z obchodniho styku [ 1aseea0] | 1452640 300000}
Trade receivables
C Il. 2 [|Pohledavky ke spoleénikim a sdruzenim
Receivables from parmers and association
C Il. 3 |Socialni zabezpeceni
Social security
C 1. 4 [Stat-dadové pohledavky
Due from State - tax receivables
C Il 5 |Stat- odloZena dafova pohledavka
Lue to State - deferred tax receivables
C . 6 |Pohledavky v podnicich s rozhodujicim viivemn
Receivables in enterprises with controlling
influence
C . 7 |Pohledavky v podnicich s podstatnym vlivem
Receivakles in enterprises with substantial
influence
C . 8 |Jiné pohledavky
Cither receivables
c v Finanéni majetek
Financial assets
C IV. 1 |Penize
Cash
C V. 2 |Ugty v bankach
Eank accounts
C V. 3 [Kratkodoby finanéni majetek

Short term financial assets

, 80




Ucetni obdobi 2005
Assets
(uvedeno v celych €)

3
aznaden AKTIVA 3 bézné obdobi oy
markings assets 5 current period last period
brutto korekce netto netto
gross djustment net net
a b c 1 2 3 4
. Other assets - temporary accounts
ol Casové roziiseni 56 0 0 0 0
Acrruals
D | 1 |Naklady pfistich obdobi 57 0
Deferred expenses
D I 2 |Pfijmy pfistich obdobi 58 0
Accrued revenues
D I 3 |Kurzové rozdily aktvni 59 0
Foreign currencies exchange losses
D Dohadné uéty aktivni 60
|Estimated receivakle

Odeslino dne 24.7.2003
Seun' mﬂ[y
Osoba odpovédné za GEetnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédn4 za Getni zavérku YOUSSEF EL HADI
Person responsible for an accounting balance
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5.1.5. Ucetni obdobi 2005

Liabilities

(uvedeno v celych €)

Nazev Géetni jednotky
Name of accounting unit

sidlo aéetni jednotky

Place gfmﬂﬂllfl'ﬂg unit

EUROPE PETROLEUM EXPLOR. & DRILLING CORP. |

ROZVAHA

balance sheet

bézné obdobi minulé obdobi
current period
5
& e o
Zakladni jméni
Registered capital
Xl Zakladni jménf
Registered capital
A | Vlastni akcie
Own shares
Al Kapitalové fondy
Capital funds
Al Emisni aZio
Share premium
Al Ostatni kapitalové fondy
Cither capital funds
Al Ocenovaci rozdily z pfecenéni majetku
Lifference from revaluation of assets
Al Ocefovaci rozdily z kapitalovych Géasti
Lifference from investment
A Fondy ze zisku
Funds from net profit
A Zakonny rezervni fond
Legal reserve fund
A Nedélitelny fond
Indivisible fund
A Statutami a ostatni fondyy
e Statutory and other funds
A V. |Hospodafsky vysiedek z minulych let 1R T | NS TS
| e Frofit / loss previous year
A v Nerozdéleny zisk z minulych let 76 _
Retained profits previous year
A v, Neuhrazena ztrata z minulych let 77 _
. Lass from previous year
A v Hospodafsky vysledek b&zného uéetniho obdobi 78
et Frofit / Loss - current pericd

O



Ugetni obdobi 2005
Liabilities
(uvedeno v celych €)

oznageni PASIVA bézné obdobi minulé obdobi
markings liabilities current period
Rezervy
Reserves
B I. 1 |Zakonné rezervy
Legal reserves
B | 2 |Rezerva na kurzovni ztraty
Reserve for foreign exchange loss
B I 3 |Ostatni rezervy
Cither reserves
B I Diouhodobé zavazky
Long-term payables
B Il. 1 |Zavazky k podnikim s rozhodujicim viivem
Fayalles to enterprises with controlling influence
B . 2 |Zavazky k podnikim s podstatnym viivem
Fayables to enterprises with substantial influence
B Il. 3 |Dlouhodobé pfijaté zalohy
Long-term payables
B Il 4 |Emitované diuhopisy
Issued bonds
B Il. 5 |Dlouhodobé sménky k Ghradé
Long-term bills of exchange
B 1. 6 JJiné dlouhodobé zavazky
Cither long-term payables
B Kratkodobé zavazky
Short-term payables
B . 1 |Zavazky z obhodniho styku
Trade payables
B Il 2 |Zavazky ke spoleénikim a sdruZenim
== Fayables to partners and associations
B Il. 3 |Zavazky k zaméstnancim
Fayables 1o emloyees
B . 4 |Zavazky ze socidlniho zabezpeteni
Fayables to social security
B . 5 |Stat- dafiové zévazky a dotace
Lue to state - taxes and subsidies
B Il 6 [Stat-odloZena dan
Lue to state - deferred tax
B . 7 |Zavazky k podnikim s rozhodujicim viivem
o Fayatles to enterprises with controlling influence
B . 8 |Zavazky k podnikiim s podstanym vlivem
e Fayables to enterprises with substatntial influence
B . g9 |Jiné zAvazky
Cither payables




Ucetni obdobi 2005

Liabilities

{uvedeno v celych €)

oznateni PASIVA i bézné obdobi minulé obdobi
markings liabilities % current period last period
a b c 5 6
B IV. Bankovnl Gvéry a vypomoc 101 1256516 800000
Eank loans and financial assistance
g IV 1 |Bankovnl ivéry diouhodobé 102
Long term loans
B Iv. 2 |B&iné bankovni avéry 103
Current bank loans
B Iv. 3 |Kratkodobé finanéni vypomoci 104
Short term financial assistances
G |Ostatni pasiva - pfechodné Gty pasiv
il Casové roziideni
Accruals
Cc 1 1 |Vydaje pFistich obdobl 107
Accrued expenses
C I. 2 |Vynosy pfistich obdobi 108
Deferred revenues
C 1. 3 |Kurzovni rozdily pasivni 109
Foreign currencies exchange gains "
c Dohadné uéty pasivni 110

Odeslano dne
Send away

Estimated payables
Kontrolni soutet

Check number

Osoba odpoviédna za Géetnictvi

Person responsible for an accounting
Osoba odpovédné za Giéetni zavérku
Person responsible for an accounting balance

23.7.2003

YOUSSEF EL HADI

YOUSSEF EL HADI

» 93




5.1.6. Uetni obdobi 2005
Profit and loss account
(uvedeno v L'L'l_\.\.'h €)

wa—— EUROPE PETROLEUM EXPLOR. & DRILLING C
Name of accounting unit
sidlo Géetn jednotky :

Place of accounting unir

VYKAZ ZISKU A ZTRAT

profit and loss account

Triby za prode| zbozi
Revenues from merchandise

A Naklady vynaloZené na prodej zbo3i

Expenses on sold goods

+ Obchodni marZe

Sale margin

Il Vyroba

Froduction

Il 1 |Trzby za prodej viastnich vyrobkd a sluzeb

Revenues from own product and services

2 |Zména stavu vnitropodnikovych zasob viastni vyroby

Change of inventory of own _production

3 |Aktivace
Zapitalization
B Vyrobni spotfeba
Froduction consumption
B 1 |Spotfeba materialu a energie
_onsumption of material and energy
B 2 |Sludby
Services
+ Pfidana hodnota
Added value
c Osobni naklady
Fersonal costs
c 1 [Mzdové naklady
Wages and salaries
c 2 |Odmény Elenim organt spoleénosti a drulstev
Renumeration of board members
c 3 [Naklady na socidini zabezpedeni
Social security
c 4 |Socidini naklady
Social expenses
D Dané a poplatky
Taxes and fees
- Odpisy nehmotného a hmotného maijetku investiéniho majetku

Lepreciations of intangible and tangible assets
n Triby z prodeje inestiéniho majetku
fa Revenues from sale of fixed assets
F Zistatkova cena prodaného investiéniho majetku a materialu
I_ Net bock value of sold fixed assets and sold material
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Ucetni obdobi 2005
Profit and loss account
(uvedeno v celych €)

| Accounting of reserves and accruals

Tvorba rezerv a éasové rozlideni provoznich nakladd
Additions to reserves and accruals to operating expenses

Zuétovani opravnych poloZek do provoznich vynosud
Accounting of ad) nl 1o operating revenues

Zudtovani opravnych poloZek do provoznich nakladd
Accounting of adji nis (o operating expenses

Vi

Ostatni provozni vynosy
Cther operating revenues

Ostatni provozni naklady
Cither sperating expenses

VL.

Pfevod provoznich vynosd
Transfer of cperating revenues

Pfevod provoznich nakladi
Transfer o

Triby z prodeje cennych papind a vkladd
Revenues from sale of securities and shares

|Prodané cenné papiry
Sold securities and shares

Vynosy z finanénich investic
Revenues from financial investments

Vynosy z cennych papirl a vkladl v podnicich ve skupiné
Revenues from securities and shares in group

Vynosy z ostatnich investi¢nich cennych papird a vkiadd
Revenues from cther securities and shares

Vynosy z ostatnich finan&nich investic
Revenues from other financial investments

Vynosy z kratkodobého finanéniho majetku
Revenues from short-term financial assets

XI.

2Zuttovéni rezerv do finanénich vynosd
Accounting of reserves 1o financial revenues

Tvorba rezerv na finanéni naklady
|Additions to reserves (financial expenses)

XII.

Zuttovan( opravnych poloZek (finanéni vynosy)
Accounting of adjustments (financial revenues)

|Ziétovani opravnych poloZek (finanéni naklady)
Accounting of adjustments (financial expenses)

X

Vynosové Groky
Received interest

B

|Nakiadové wroky

Faid interest

XIv,

Ostatni finanéni vynosy
Cther financial revenues

T

Ostatni finanéni naklady

Cither financial expenses

TEXT g bé2né obdobi
markings text % current period
a b c 1
I\ Zuktovani rezerv a Gasové rozliSeni provoznich vynosi 2




Ucetni obdobi 2005
Profit and loss account
(uvedeno v celych €)

s
oznateni TEXT £ | béiné obdobi inulé obdobi
markings text g current period last period
LS
2 b c 1 2
XV Pfevod finanénich vynosd 45
Transfer of financial revenues
P Pfevod finanénich nakladd 46
Transfer of financial expenses
x Hospodafsky vysledek z finanénich operaci 47 185516
ncome erations
R. Dan z pfljmd za béZnou cinnost 48 0 0
Income tax from current activity
T 1 |Dan splatna 49
LDue tax
R. 2 |Daf odloZena 50
Tax deferred
51
XVl Mimofadné vynosy 53
Extracrdinary revenues
S. Mimofadné naklady 54
Extracrdinary expenses
T. Dan z pfijma mimofadné ginnosti 55 0 0
Income tax from extracrdinary income
i 1 |Daf splatna 56
Tax due
T 2 |Dah odloZend 57
Leferred tax
LS Mimofadny hospodafsky vysledek 58 0
|ope , : extraordinary activ
U Pfevod podilu na hospodafském vysledku 59
Transfer of profit (loss) to partners

24.7.2003

Osoba odpovédna za Getnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédné za Géetni zavérku VNP

Person responsible for an accounting balance

. Q6




5.1.7. Ucetni obdobi 2006
Assets
(uvedeno v celych €)
\dze udetni jednotky EUROPE PETROLEUM EXPLOR. & DRILLING CORP. LTD.
Name of accounting unit

sidlo Géetni jednotky g
Place of accounting unit

ROZVAHA

balance sheet

béiné obdobi
current period

-3
Nehmotny investiéni majetek
Intangible fixed assets
I. 1 |Zfizovaci naklady

Establishment expenses

Nehmotné vysledky vyzkumné a obdobné
ginnosti

Intangible results of research activities

B 1. 3 |Software

Software

B I 4 |Ocenitelna prava

Valuakle rights

B I. 5 |iny nehmotny investiéni majetek

Cther intangible fixed assets

B I 6 |Nedokonfené nehmotné investice

Non finished intangible fixed assets
Poskytnuté zalohy na nehmotny investiénl

B ke majetek
Advance payments for intangible fixed assets
B Hmotny investiéni majetek
Tangible fixed assets
B Il 1 |Pozemky
Land
B 1. 2 |Budovy, haly a stavby
B Euildings, halls and structures
B Stroje, pfistroje a zafizeni, dopravn/ prostfedky a
invetaf
Machines, devices and equipments,
fransportation, furniture and office equipments
B . 4 [Pastitelské celky trvalych porostd
Ferennial crops
B I 5 [zakiadni stado a tazna zvitata
Ereeding and draught animals

. 07



Ucetni obdobi 2006

Trade receivables

, 08 «

Assets
(uvedeno v celych €)
oznaceni AKTIVA ; bé2né obdobi m
markings assets E current period last period
1% brutto | korekce | netto netto
gross ljustment net net
a b c 1 2 3 “
8 Il 6 |Jiny hmotny majetek
Cther tangible assets
B Il 7 |Nedokoniené hmotné investice
Neon finished tangible assets
B 0. 8 Poskytnuté zalohy na hmotny investiéni majetek
Advance payments for tangible assests
B Il 9 |Opravna poloZka k nabytému majetku
Adjustment 1o acquired assests
B Finanénl investice
Financial investments
Podilové cenné papiry a vklady v podnicich s
B WL 1 irozhodujicim viivem
Shares and investments in enterprises with
controlling influence
By Podilové .cenn.é papiry a vklady v podnicich s
podstatnym viivem
Shares and investments in enterprises with
substantial influence
B Il 3 |Ostatniinvestiéni cenné papiry a vklady
Cither securities and shares
B Il. 4 |Pujeky podnikim ve skupiné
Intergroup loans
B Il 5 |Jiné finan&ni investice
ther financial investments
c Zasoby
Inventory
Bl 1 |Material
Materials
C 1. 2 [Nedokonéena vyroba a polotovary
Work in progress and semi finished products
C I 3 |Vyrobky
Froducts
C I 4 |Zvitata
Animals
C L 5 |Zbo
Merchandise
C I 6 |Poskytnuté zalohy na zasoby
Advance payments for inventory
C. Diouhodobé pohledavky
Ll 2 Long term receivables
€ I 1 ]Pohledavky z obchodniho styku



Uéetni obdobi 2006
Assets
(uvedeno v celych €)

Receivables from partners and association

3 minulé

oznateni AKTIVA béné obdobi obdobi

markings assets E current period last period
a b

Cc Il. 2 |Pohledavky ke spoleénikim a sdruZenim

[ sioows| o siooaze| 14se

[ sioosze] | io032s] vasesi0

C 1. 3 |Pohieddvky v podnicich s rozhodujicim viivem
Receivables in enterprises with controlling
influence

C Il 4 (Pohledavky v podnicich s podstatnym vlivem
Receivables in enterprises with substantial
influence

c . 5 Miné pohledavky
Jther receivables

c m Kratkodobé pohledavky
Short term receivables

C Wl. 1 |Pohledavky z obchodniho styku
Trade receivakles

C Il 2 JPohledavky ke spoleénikim a sdruzenim
Receivatles from partners and association

C Wi, 3 |Socidini zabezpeleni
Sccial security

C Il 4 |Stat- danové pohledavky
Lue from State - tax receivables

C Il. 5 |Stat- odloZena dafova pohledavka
Lue to State - deferred tax receivables

C . 6 |Pohledavky v podnicich s rozhodujicim viivem
Receivables in enterprises with controlling
influence

C Il. 7 |Pohledavky v podnicich s podstatnym vlivem
Keceivables in enterprises with substantial
influence

C Ill. 8 |Jiné pohledavky

_ther receivaltles

c Finanéni majetek

= Financial assets

C V. 1 |Penize
Zash

C V. 2 |Uéty v bankach
Eank accounts

C Iv. 3 [Kratkodoby finanéni majetek

Short term financial assets
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Ucetni obdobi 2006
Assets
(uvedeno v celych €)

3 minulé
oznateni AKTIVA - béiné obdobi obdobi
markings assets ; current period last period
brutto korekce netto netto
gross djustment net net
a b c 1 2 3 4
D Ostatn] aktiva - prechodné Géty aktiv 55
Other assets - temporary accounts
] Casové rozliseni 56 0 0 0 0
Acrruals
D | 1 |Naklady pfistich obdobl 57 0
LDeferred expenses
D | 2 |Pfijmy pfistich obdobl 58 1]
Accrued revenues
D | 3 |Kurzové rozdily aktvni 59 0
Foreign currencies exchange losses
e B Dohadné ucty aktivni 60
Estimated receivable

24.7.2003

Osoba odpovédna za GEetnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédna za Gtetni zaviérku YOUSSEF EL HADI
Person responsible for an accounting balance
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5.1.8. Ucetni obdobi 2006
Liabilities
(uvedeno v celych €)

Nazev Géetni jednotky EUROPE PETROLEUM EXPLOR. & DRILLING CORP. I
Name of accounting unit
sidlo ugetni jednotky 0

Place of accounting unit

- . i
Daid p
=
oznageni PASIVA S béZné obdobi minulé obdobi
markings liabilities E current period last period
a b c 5 6
TN syt W { RER e
2 R ‘ A X Rl A .
L ‘m.'x 2 W AT “'I.'i'
A Zakladnl jméni 63 41000 41000
Registered capital
Aol Zakladni jméni 64 41000 41000
Registered capital
A Viastni akcie 65
own shares
N Kapitalové fondy 66 0 0
Capital funds
Al Emisni aZio 67
Share premium
A Il Ostatni kapitalové fondy 68
Cither capital funds
Al Ocefovaci rozdily z pfecenéni majetku 69
Lifference from revaluation «f assets
Al Ocenovaci rozdily z kapitalovych icasti 70
B Lifference from investment
Al Fondy ze zisku T1 0 0
. Funds from net profit
Al Zakonny rezervni fond 72
Legal reserve fund
Fm. Nedalitelny fond 73
Indivisitle fund
A Statutdmi a ostatnl fondyy 74
L2 Statutory and cther funds
A v, Hospodatsky vysledek z minulych let 75 5223718 425261
e Frofit / loss previous year
AV, Nerozdéleny zisk z minulych let 76 5223718 425261
Retained profits previous year
AV, Neuhrazena ztrata z minulych let 7
Loss from previous year
A v Hospodafsky vysledek béného ugetniho obdobi 78 13130985 4798457
= Frofit / Loss - current period
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Ucetni obdobi 2006
Liabilities
(uvedeno v celych €)

x
oznadeni PASIVA 5 bézné obdobi minulé obdobi
markings liabilities E current period
c
Reserves
5 1 1 [Zakonné rezervy
Legal reserves
B | 2 |Rezervana kurzovni ziraty
Reserve for foreign exchange loss
B | 3 |Ostatnl rezervy
Cther reserves
B L Dlouhodobé zévazky
Long-term payables
B Il. 1 |Zavazky k podnikim s rozhodujicim viivem
Fayables to enterprises with controlling influence
B Il 2 |Zavazky k podnikim s podstatnym viivern
Fayables to enterprises with substantial influence
B Il 3 |Dlouhodobé pfijaté zalohy
Leong-term payables
B Il 4 |Emitované diuhopisy
Issued bonds
B . 5 |Dlouhodobé sménky k Ghradé
Long-term bills of exchange
B . 6 |Jinédiouhodobé zavazky
Cther long-term pavakbles
B . Kratkodobé zavazky
Short-term payables
B . 1 |Zavazky z obhodniho styku
Trade payatles
B . 2 |Zavazky ke spoleénikim a sdruZenim
Fayables to partners and associations
B Il 3 |Zavazky k zaméstnancim
Fayables to emloyees
B . 4 |Zavazky ze socidlniho zabezpedeni
Fayables to social security
B Il 5 |Stat - dafové zavazky a dotace
Lue to state - taxes and subsidies
B Il. & |Stat-odioZena dan
Lue to state - deferred tax
B . 7 |Zavazky k podnikiim s rozhodujicim viivem
Fayakbles to enterprises with controlling influence
B Il 8 |Zavazky k podnikiim s podstanym viivem
1Y Fayables to enterprises with substatntial influence
B il g [Jiné zavazky
Cther payatles
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Ucetni obdobi 2006
Liabilities
(uvedeno v celych €)

x
oznaten PASIVA ] bé2né obdobi minulé obdobi
markings liabilities % current period last period
a b c 5 6
B IV. Bankovn| Gvéry a vypomoc 101 0 1256516
Eank loans and financial assistance
B Iv. 1 |Bankovni Uvéry diouhodobé 102
Long term loans
B Iv. 2 |Bédnébankovni dvéry 103
Zurrent bank loans
B IV. 3 |Kratkodobé finanéni vypomoci 104
Short term financial assistances
c Ostatni pasiva - pfechodné &ty pasiv
& Casové rozli§en| 106
Accruals
c 1 1 |Vydaje pfistich obdobi 107
Accrued expenses
C I. 2 |Vynosy pfistich obdobi 108
Leferred revenues
cC 1 3 |Kurzovni rozdily pasivni 109
Foreign currencies exchange gains
cC Dohadné Géty pasivni 110

Kontroini souéet

Check number

Osoba odpovédné za Géetnictvi

Estimated payatles

60461827

23.7.2003

YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédni za cetni zévérku VERBR L. e

Person responsible for an accounting balance
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5.1.9. Uetni obdobi 2006
Profit and loss account
(uvedeno v celych €)

MoV AT EUROPE PETROLEUM EXPLOR. & DRILLING Ct
Name of accounting unit

sidlo Getni jednotky 5

Place of accounting unit

VYKAZ ZISKU A ZTRAT

profit and loss account

oznaéent TEXT minulé obdobi
markings text
a b

| Triby za prodej zboZi

Kevenues from merchandise

A Néaklady vynaloZené na prodej zbodi
Expenses on sold goods

+ Obchodni marZe

Sale margin

In. Vyroba

FProduction

Il. 1 |Triby za prodej vlastnich vyrobkl a sluZeb

Revenues from own product and services
2 |Zména stavu vnitropodnikovych zasob viastni vyroby

Change of inventory of own _production

3 |Aktivace

_apitalization

B. Vyrobni spotfeba
Froduction consumption

Consumption of material and energy

B 2 |Sluzby 13338488 5817828

Services
* Pfidana hodnota
Added value
c Osobni naklady
Fersonal costs
C. 1 |Mzdové naklady
Wages and salaries
c. 2 |Odmény &lendm organi spoletnosti a drulstev
Renumeration of board members
C. 3 |Naklady na socialni zabezpedeni
I Social security
C. 4 |Socidlni naklady
Ny Social expenses
0. Dané a poplatky
Taxes and fees
E Odpisy nehmotného a hmotného majetku investiéniho majetku

Lepreciations of intangitle and tangible assets

1. Triby z prodeje inestiéniho majetku

o |Revenues from sale of fixed assels

Zustatkova cena prodaného investiéniho majetku a matenalu
—— Net book value of sold fixed assets and sold material
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Ucetni obdobi 2006
Profit and loss account
(uvedeno v celych €)

B F 3
oznadeni TEXT ;g b&iné obdobi | minulé obdobi
markings text % current period last period
a b c 1 2
V. Zuttovani rezerv a Easové rozliSenl provoznich vynosi 2
Accounting of reserves and accruals
G Tvorba rezerv a ¢asové rozlienl provoznich nakladi
Additions to reserves and accruals to operating expenses
= Zaétovani opravnych poloZek do provoznich vynosa
| Accounting of adjustment to cperating revenues
H Zu&tovan( opravnych poloZek do provoznich nékladd

Accounting of adjustments 1o operating expenses
Vi Ostatni provozni vynosy
Other operating revenues

Ostatni provozni naklady
Other operating expenses

Vil Pfevod provoznich vynosu
Transfer of operating revenues

4 Pfevod provoznich nakladi
Transfer of operatin,

Triby z prodeje cennych papiri a vkladd
Revenues from sale of securities and shares

K Prodané cenné papiry
Sold securities and shares

1X, Vynosy z finanénich investic
Revenues from financial investments

IX. 1 |Vynosy z cennych papiri a vkladd v podnicich ve skupiné
Revenues from securities and shares in group

IX. 2 |Vynosy z ostatnich investiénich cennych papini a vkladi
Revenues from other securities and shares

IX. 3 |Vynosy z ostatnich finanénich investic
Revenues from cther financial investments

X Vynosy z kratkodobého finanéniho majetku
Kevenues from short-term financial assets
X1, Ziétovan( rezerv do finanénich vynost
Accounting of reserves to financial revenues
L. Tvorba rezerv na finanéni naklady
A=Al Additions to reserves (financial expenses)
Xl Zietovani opravnych poloZek (finangni vynosy)
= Accounting of adjust (financial re i)
M. Zuétovani opravnych poloZek (finanéni naklady)
L |Accounting of adj s (financial exp )
XN, Vynosové droky

= Received interest
Nakladové uroky

- Faid interest

Ostatni finanénl vynosy

l—_ |Cther financial revenues
Ostatni finanéni naklady
ey Cither financial expenses
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Ucetni obdobi 2006
Profit and loss account
(uvedeno v celych €)

Transfer of financial expenses

x Hospodéfsky vysledek z finanénich operaci
ncome
R Daf z pHjmid za b&2nou Einnost

Income tax from current activity

R 1 |Daf splatna
Lue tax
R 2 |Dah odloZena

Tax deferred

Mimofadné vynosy

Extracrdinary revenues

S Mimofadné naklady
Extracrdinary expenses

T. Daf z pHjmd mimofadné Einnosti
Income tax from extracrdinary income

T 1 |Daf splatna 56
Tax due

T 2 |Dah odiokena

Leferred tax

x  |Mimofadny hospodasky vysledek

u Ptevod podilu na hospodéfském vysledku

Transfer of

wofit (loss) to partners

Kontrolni soudet 132674078
Check sum

Odeslano dne 24.7.2003
Send away
Osoba odpovédna za Géetnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédna za G&etni zdvérku YOUSSEF EL HADI

Person responsible for an accounting balance

106

s
E 3
oznaceni TEXT i bézné obdobi minulé obdobi
markings rext % current period last period
a b c 1 2
X Prevod finanénich vynosu 45
Transfer of financial revenues L
P Pfevod finanénich naklad( 46




5.1.10. Uéetni obdobi 2007
Assets
(uvedeno v L't'lv\-\'h €)

oo Lo T EUROPE PETROLEUM EXPLOR. & DRILLING CORP. LTD.
Name of accounting unit

sidlo Géetni Jednotky
Place of accounting unit

ROZVAHA

balance sheet

béiné obdobi
current period

- .Iﬁﬁlfr .di..- 13
Nehmotny investiéni majetek
Intangible fixed assets
B 1 1 |Zfzovaci naklady
Establishment expenses
Nehmotné vysledky vyzkumné a obdobné
ginnosti

Intangible results of research activities
B I 3 |Software

Software

B 1 4 |Ocenitelna prava

Valuatle rights

B I 5 |Jiny nehmotny investiéni majetek

ther intangible fived assets

B | 6 |Nedokontené nehmotné investice

Non finished intangitle fixed assels
Poskytnuté zalohy na nehmotny investiéni

B 1 1 majetek
Advance payments for intangible fixed assets
B I Hmotny investiénl majetek
B Tangible fixed assets
B I 1 [Pozemky
Land
B 1. 2 [Budovy, haly a stavby
| = o Euildings, halls and structures
B I 3 Stroje, pfistroje a zafizenl, dopravni prostfedky a
invetar

Machines, devices and equipments,
fransportation, furniture and cffice equipments
B . 4 |Pastitelské celky trvalych porostd
. Ferennial crops
B I 5 [Zakiadni stado a tazna zvitata
Ereeding and draught animals
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Ucetni obdobi 2007

» 108 -

Assets
(uvedeno v celych €)
oznaent AKTIVA 3 béné obdobi obdo
markings assets ! current period last period
= brutto korekce netto netto
gross ustment net net
a b 4
8 Il 6 |Jiny hmotny majetek
Uther tangikle assets
5 I 7 |Nedokondené hmotné investice
Non finished tangible assets
B Il 8 |poskytnuté zalohy na hmotny investiéni majetek
Advance payments for tangible assests
B Il. 9 |Opravna poloka k nabytému majetku
Adjustment (o acquired assests
B Finan&nl investice
Financial investments
Podilové cenné papiry a vklady v podnicich s
8 M. 1 rozhodujicim viivem
Shares and investments in enterprises with
controlling influence
Podilové cenné papiry a vklady v podnicich s
B, -2 podstatnym vlivem
Shares and investments in enterprises with
substantial influence
B Il 3 |Ostatni investiéni cenné papiry a vklady
Jther securities and shares
B . 4 |Pojéky podnikim ve skupiné
Intergroup loans
B . 5 |Jiné finanéni investice
“ther financial investments
c 1 Zasoby
Inventory
c 1 1 |Material
Materials
C I 2 |Nedokon&ena vyroba a polotovary
Work in progress and semi finished products
€ I 3 |Vyrobky
Froducts
C I 4 |2vitata
S Animals
C I 5 |Zbod
b= Merchandise
C I 6 |Poskytnuté zalohy na zasoby
L Advance payments for inventory
c Diouhodobé pohledavky
el Long term receivables
C Il 1 [Pohledavky z obchodniho styku
[ as Trade receivatles




Ucetni obdobi 2007

Assets

(uvedeno v celych €)

Receivables from partners and association

oznateni AKTIVA bézné obdobi e
markings assets current period last period
brutto korekce netto netto
gross djustment net net
a b
& Pohledavky ke spoleénikim a sdru2enim

Pohledavky v podnicich s rozhodujicim viivem
Receivables in enterprises with controlling
influence

Pohledavky v podnicich s podstatnym viivem
Receivatles in enterprises with substantial

linfluence

Jiné pohledavky
Uther receivables

.

Kratkodobé pohledavky
Short term receivables

Pohledavky z obchodniho styku
Trade receivables

|Pohledavky ke spoletnikim a sdruZenim

Receivables from partners and association

Socialni zabezpecen|
Social security

L}

Stét - dafiové pohledavky
Due from State - tax receivakles

Stat - odloZena dafova pohledavka
Lue 1o State - deferred tax receivables

Pohledavky v podnicich s rozhodujicim viivem
Receivables in enterprises with controlling
influence

Pohledavky v podnicich s podstatnym viivem
Receivakles in enterprises with substantial
influence

Jiné pohledavky
_ther receivables

Finanénl majetek
Financial assets

Penize
Zash

Uéty v bankach
Eank accounts

Krétkodoby finanéni majetek
Short term financial assets

» 109 «
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Ucetni obdobi 2007
Assets
(uvedeno v celych €)

K]
oznaceni AKTIVA 3 bézné obdobi s
markings assets E current period last period
brutto korekce netto netto
gross djustment net net
a b & c 1 2 3 4
D Ostatni aktiva - pfechodné Géty aktiv 55
Other assets - temporary accounts
Dl Casové rozligen| 56 0 0 0 0
Acrruals
D 1 1 |Naklady pfistich obdobl 57 0
Leferred expenses
D 1 2 |Pfijmy pfistich obdobi 58 0
Accrued revenues
D | 3 |Kurzové rozdily aktvni 59 0
Fareign currencies exchange losses
D i Dohadné Géty aktivnl 60
Estimated receivable

24.7.2003

Osoba odpovédnia za GEetnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédna za G&etni zavérku YOUSSEF EL HADI
Person responsible for an accounting balance
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5.1.11. Ucetni obdobi 2007

Liabiliti

(uvedeno v celych €)

Nazev Ggetni jednotky
Name of accounting unit
sidlo Géetni jednotky

Place of accounting unit

. Zakladn[ jméni

EUROPE PETROLEUM EXPLOR. & DRILLING CORP. |

ROZVAHA

balance sheet

PASIVA
liabilities

Registered capital

Al Zakladn! jméni
Registered capital

A Viastnl akcie
wn shares

Al Kapitalové fondy
Capital funds

AN Emisni aZio
Share premium

Al Ostatnl kapitalové fondy

ther capital funds

Ocenovaci rozdily z pfecenén| majetku

Lifference from revaluation of assets

Ocedovaci rozdily z kapitalovych Gcasti
Lifference from investment

Fondy ze zisku
Funds from net profit

Zakonny rezervni fond
Legal reserve fund

|Nedélitelny fond
Indivisible fund

I

Statutarni a ostatni fondyy
Statut-ry and cther funds

E
g
|: I,
i
:

{Hospodafsky vysledek z minulych let

Frofit / loss previous year

18354703 5223718

Nerozdéleny zisk z minulych let
Retained profits previcus year

5223718

Neuhrazend ztrata z minulych let
Loss from previous year

v
A IV
A v,
A v

Frofit / Loss - current period

Hospodatsky vysledek bézného ucetniho obdobi

11



Ucetni obdobi 2007
Liabilities
(uvedeno v celych €)

Cither payables

markings liabilities current period
Reserves
B | 1 |Zakonné rezervy
Legal reserves
B |. 2 |Rezerva na kurzovni ztraty
Reserve for foreign exchange loss
B I 3 |Ostatni rezervy
ther reserves
B Il Diouhodobé zavazky
Long-term payables
B | 1 |Zévazky k podnikim s rozhodujicim viivem
Fayakbles to enterprises with controlling influence
B Il 2 |Zavazky k podnikim s podstatnym viivem
Fayakles to enterprises with substantial influence
B . 3 |Dlouhodobé pfijaté zalohy
Long-term payables
B Il. 4 |Emitované diuhopisy
Issued bonds
B Il. 5 |Dlouhodobé sménky k Ghradé
Long-term Fills of exchange
B Il 6 |Jinédlouhodobé zAvazky
_ther [ong-term pavakbles
B Kratkodobé zavazky
Shaort-term payables
B Il. 1 |Zavazky z obhodniho styku
Trade payatles
B Il. 2 |Zavazky ke spoleénikim a sdruZenim
Fayalles 1o partners and associations
B lll. 3 |Zavazky k zaméstnancim
Fayaktles to emioyees
B IIl. 4 |Zavazky ze socidliniho zabezpedeni
Fayvables t- social security
B 1. 5 |Stat-dafové zavazky a dotace
Lue to state - taxes and subsidies
B . 6 |Stat-odloZena daf
Lue to state - deferred tax
B . 7 |Zavazky k podnikim s rozhodujicim viivem
Favables to enterprises with controlling influence
B Il 8 |Zavazky k podnik(m s podstanym viivem
R Fayatles to enterprises with substatntial influence
B Il 9 |Jiné zavazky



\
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Ucetn{ obdobi 2007

Liabilities

(uvedeno v celych €)

Odeslano dne

Send away

0
©
oznaceni PASIVA g bé2né obdobi minulé obdobi
markings liabilities § current period last period
a b c 5 6
B IV Bankownl Uvéry a vypomoc 101 0 0
Eank loans and financial assistance
B Iv. 1 |Bankovnl ivéry dlouhodobé 102
Long term loans
B IV. 2 |Bé&zné bankovni Gvéry 103
“urrent bank loans
B IV. 3 |Kratkodobé finanéni vypomoci 104
Short term financial assistances
3 Gstatni pasiva - prechodné uéty pasiv 105
Other liabilities - temporary accouts
R Casové rozlideni 106
Accruals
C 1 1 |Vydaje pfistich obdobl
Accrued expenses
c | 2 |Vynosy pfistich obdobi
Deferred revenues
c 1 3 |Kurzovni rozdily pasivni
Fareign currencies exchange gains
c Dohadné Géty pasivni 110
Estimated payables

Kontrolni soucet

Check number

Osoba odpovédné za Géetnictvi

Person responsible for an accounting
Osoba odpovédna za GEetni zdvérku
Person responsible for an accounting balance

117742504

23.7.2003

YOUSSEF EL HADI

YOUSSEF EL HADI




5.1.12. Uéetni obdobi 2007
Profit and loss account
(uvedeno v celych €)
Nazev Géetni jednotky
Name of accounting unit
Sidlo Géetni jednotky
Place of accounting unit

EUROPE PETROLEUM EXPLOR. & DRILLING Ci

VYKAZ ZISKU A ZTRAT

profit and loss account

cznaent TEXT 3
markings fext 3
2
a b c
I Tr3by za prodej zbo3l 1
Revenues from merchandise
A Naklady vynaloZené na prode| zbodi 2
Expenses on sold goods
+ Obchodnl mar2e 3
Sale margin
1] Vyroba 4
Froduction
Il. 1 |Triby za prodej viastnich vyrobki a sluZeb 5
Revenues from own product and services
2 |Zména stavu vnitropodnikovych zasob vlastni vyroby 6
_hange of inveniory of own_production
3 |Aktivace Iy
_apitalization
B Vyrobni spotfeba 8

Froduction consumption

8 1 |Spottena materislu a energie o

_onsumption of material and energy

B 2 |Slusby 10
Services
+ |Pfidana hodnota "
\Added value
c Osobni naklady 12

Fersonal costs
[ 1 |Mzdové naklady 13 39000

Wages and salaries

c 2 [Odmény Sendm organd spolednosti a drulstev 14
Kenumeration of board members

c 3 |Naklady na sociaini zabezpeteni 15
Social security

c 4 |Socialni naklady 16
Social expenses

D Dané a poplatky 17
Taxes and fees

E Odpisy nehmotného a hmotného majetku investiéniho majetku 18

Lepreciations of intangible and tangitle assels

] Trby z prodeje inestiéniho majetku

Revenues from sale of fixed assets

F. Zustatkova cena prodaného investiéniho majetku a materialu
Net book value of sold fixed assets and sold material
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Ucetni obdobi 2007
Profit and loss account
(uvedeno v celych €

TEXT
fext

béiné obdobi
current period

Zictovanl rezerv a Easové rozliseni provoznich vynosi
Accounting of reserves and accruals

Tvorba rezerv a tasové rozlideni provoznich naklado

Additions 1o reserves and accruals 1o operating expenses

Zuétovani opravnych poloZek do pravaznich vynosa
Accounting of adj nt to operating revenues

Zuétovani opravnych poloZek do provoznich nakladi
Accounting of adjustments 1o operating expenses

Vi

Ostatni provozni vynosy
Other operating revenues

Ostatni provozni naklady
Cither operating expenses

Vil

Pfevod provoznich vynosi
Transfer of cperating revenues

Pfevod provoznich nakladi

Triby z prodeje cennych papini a vklada

Revenues from sale of securities and shares

|Prodané cenné papiry

Sold securities and shares

Vynosy z finanénich investic
Revenues from financial investments

Vynosy z cennych papiri a vklad( v podnicich ve skupiné
FRevenues from securities and shares in group

Vynosy z ostatnich investiénich cennych papiri a vkladd
Revenues from other securities and shares

Vynosy z ostatnich finanénich investic
Revenues from other financial investments

Vynosy z kratkodobého finanéniho majetku
Revenues from short-term financial assets

X

Zaétovani rezerv do finanénich vynost
Accounting of reserves 15 financial revenues

Tvorba rezerv na finanénl néklady
Additions to reserves (financial expenses)

Xl

Zuétovani opravnych poloZek (finanéni vynosy)
Accounting of adj (financial re )

Zu&tovani opravnych poloZek (finanéni naklady)
Accounting of adjustments (financial expenses)

X,

Vynosavé droky
Received interest

Nakladové uroky
Faid interest

XIv.

Ostatnl finan&nl vynosy
Cither financial revenues

Ostatni finanéni naklady
Cither financial expenses




Ucetni obdobi 2007

Profit and loss account

(uvedeno v celych €)

Transfer of financial revenues

E 3
ozn;iienl TEXT i bézné obdobi minulé obdobi
markings text g current period last period
a b c il 2
XV, Pfevod finanénich vynasi 45

P. Pfevod finanénich nakladd
Transfer of financial expenses

x Hospodafsky vysledek z finan&nich operaci
e erations

Tax deferred

R. Dan z pfijmi za béZnou &innost
Income tax from current activity i
R 1 |Dan splatna a0
Lue tax
R. 2 |Daf odloZena

Mimofadné vynosy
Extracrdinary revenues

LDeferred tax

S. Mimofadné naklady
Extracrdinary expenses |
T Dari z pfijmd mimofadné &innosti 65
Income tax from extracrdinary income
T. 1 |Dan splatna
Tax due
T. 2 |Daf odloZena

x Mimofadny hospodafsky vysledek
Operat extraordi
L Pfevod podilu na hospodafském vysledku
Transfer of profit (1oss) t

Kontrolni souéet
Check sum

Osoba odpovédna za Géetnictvi

Person responsible for an accounting
Osoba odpovédna za téetni zavérku

147282740 132674078

24.7.2003

YOUSSEF EL HADI

YOUSSEF EL HADI

Person responsible for an accounting balance
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5.1.13. Uéetni obdobi 2008

Assets

(uvedeno v celych €)

Nazev uéetni jednotky
Name of accounting unit
Sidlo Géetni jednotky
Place of accounting unit

oznaéeni
markings

AKTIVA
assets

ROZVAHA

balance sheet

row fadek

EUROPE PETROLEUM EXPLOR. & DRILLING CORP. LTD.

bézné obdobi
current period

Nehmotny investiéni majetek
Intangitle fixed assets

Zfizovaci naklady
Establishment expenses

Nehmotné vysledky vyzkumné a obdobné
[Einnosti

Intangible results of research activities

Software
Software

Ocenitelna prava
Valuable rights

Jiny nehmotny investiéni majetek
Cither intangible fived assets

Nedokonéené nehmotné investice
Non finished intangible fived assels

Poskytnuté zalohy na nehmotny investiéni
|majetek
Advance payments for intangitle fixed assets

Hmotny investiéni majetek
Tangitle fixed assets

|Pozemky
Land

Budovy, haly a stavby
Euildings, halls and structures

Stroje, pfistroje a zafizeni, dopravni prostfedky a
invetar

Machines, devices and equipments,
transportation, furniture and cffice equipments

Péstitelské celky trvalych porostd
Ferennial crops

Zakladni stado a tazna zvifata
Ereeding and draught animals

)17



Ucetni obdobi 2008
Assets
(uvedeno v celych €)

minulé
w AKTIVA § bézné obdobi obdobi
markings assets E current period last period
brutto korekce netto netto
gross ustment|  net net
a b
B Il 6 [Jiny hmotny majetek
ther tangible assets
B Il 7 |Nedokonfené hmotné investice
Non finished tangible assets
B & Poskytnuté zalohy na hmotny investiéni majetek
Advance payments for tangible assests
B Il 9 |Opravna poloZka k nabytému majetku
Adjustment 1o acquired assests
B Finanénl investice
Financial investments
B F‘odrlové. cenné. papiry a vklady v podnicich s
i rozhodujicim viivem
Shares and investments in enterprises with
controlling influence
B I 2 Podilové‘cenn.é papiry a vklady v podnicich s
|podstatnym viivem
Shares and investments in enterprises with
substantial influence
B Ill. 3 |Ostatni investiéni cenné papiry a vklady
Cither securities and shares
B . 4 |Pajéky podnikim ve skuping
Intergroup loans
B Il 5 |Jiné finanénl investice

Cther financial investments

Zasoby

Inventory
c | 1 |Material
Materials
c 1 2 |Nedokon&ena vyroba a polotovary
Work in progress and semi finished products
C I 3 |vyrobky
Froducts
c |1 4 |Zvirata
Animals
c 1 5 |Zbodi
Merchandise
C |. 6 |Poskytnuté zalohy na zasoby
Advance payments for inventory
c | Dlouhodobé pohledavky
Long term receivables
c n 1 |Pohledavky z obchodniho styku

Trade receivables

> 118 «




Uéetni obdobi 2008
Assets
(uvedeno v celych €)

omnatani AKTIVA § bé2né obdobi obdobi
markings assets 3 current period last period
a b
C N 2 |Pohledavky ke spoletnikim a sdruzenim
Receivatles from partners and association
C Il. 3 |Pohledavky v podnicich s rozhodujicim viivem
Receivables in enterprises with controlling
influence
C Il 4 |Pohledavky v podnicich s podstatnym viivem
Receivakbles in enterprises with substantial
influence
C Il. 5§ |Jiné pohledavky
ther receivables
R R g T I I I S
Short term receivables
C Il 1 |Pohledavky z obchodniho styku | 33s6265] | 3386265| 3386265
Trade receivalles
C Il. 2 |Pohledavky ke spoleénikim a sdruzenim
Receivables from partners and association
C . 3 |Socialni zabezpeden|
Social security
C . 4 |Stat- dafové pohledavky
Le from State - tax receivables
C Il 5 |Stat- odloZena dafova pohledavka
Lue 1o State - deferred tax receivables
C . 6 |Pohledédvky v podnicich s rozhodujicim viivem
Receivatles in enterprises with controlling
influence
C il 7 |Pohleddvky v podnicich s podstatnym viivern
Keceivables in enterprises with substantial
influence
C Ill. 8 |Jiné pohledavky
Cither receivables
C v Finanéni majetek
Financial assets
C Iv. 1 |Penize
Zash
C Iv. 2 |Uétyvbankach
Bank accounts
C IV. 3 |Kratkodoby finanéni majetek

Short term financial assets
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Ucetni obdobi 2008
Assets
(uvedeno v celych €)

3 minulé
oznaéeni AKTIVA Es bézné obdobi obdobi
markings assets E current period last period
brutto korekce netto netto
gross djustment net net
a b c 1 2 3 4
D Ostatni aktiva - prechodné Gety aktiv 55
Other assets - temporary accounts
DL Casové rozligen| 56 0 0 0 0
Acrruals
D | 1 |Naklady pfistich obdobi 57 0
Leferred expenses
D | 2 |PFijmy pfistich obdobi 58 0
Accrued revenues
D I. 3 [Kurzové rozdily aktvni 59 0
Foreign currencies exchange losses
£ Dohadné aéty aktivni 60
Estimated receivakle

24.7.2003

Osoba odpovédna za G&etnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédna za G&etni zdvérku YOUSSEF EL HADI
Person respansible for an accounting balance
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Nazev Géetni jednotky
Name of accounting unit
Sidlo Géetni jednotky
Place of accounting unit

5.1.14, Ucetni obdobi 2008
Liabilities
(uvedeno v L't.'|}'\.'h €)

EUROPE PETROLEUM EXPLOR. & DRILLING CORP. |

ROZVAHA

balance sheet

oznateni PASIVA
markings liabilities
a
(g Uil
Zakladnl jméni
Registered capital
A | 1 |Zakladni jméni
Registered capital
A 2 {Viastni akcle
wn shares
Al Kapitalové fondy
Zapital funds
Al 1 |Emisni a¥io
Share premium
Al 2 |Ostatnl kapitalové fondy
Jther capital funds
A Il 3 |Ocefovaci rozdily z pfecenénl majetku
Lifference from revaluation of assets
Al 4 |Ocefovacl rozdily z kapitalovych uéasti
Lifference from investment
Al Fondy ze zisku
Funds from net profit
A I 1 |Zakonny rezervni fond
Legal reserve fund
A il 2 |Nedéliteiny fond
Indivisible fund
A Il 3 |Statutdmi a ostatni fondyy
Statutory and cther funds
A IV Hospodéfsky vysledek z minulych let
Frofit / loss previous year
A V. 1 |Nerozdéleny zisk z minulych let
Retained profits previous year
A IV. 2 |Neuhrazena ztrata z minulych let
Loss from previous year
AV Hospodafsky vysledek baZného utetniho obdobi
Frofit / Loss - current pericd

current period

bézné obdobli

14716564




Ucetni obdobi 2008
Liabilities
(uvedeno v celych €)

oznaéeni
Mol l;b”i;it“? bézné obdobi
€s current period
Rezervy
Reserves
B 1. 1 |Zakonné rezervy
Legal reserves
B I. 2 |Rezerva na kurzovni ztraty
Reserve for foreign exchange loss
B I. 3 |Ostatni rezervy
Jther reserves
B I Dlouhodobé zavazky
Long-term payables
B 1. 1 |Zavazky k podnikim s rozhodujicim viivem
Fayables to enterprises with controlling influence
B Il 2 |Zavazky k podnikim s podstatnym viivem
Fayalles to enterprises with substantial influence
B Il. 3 |Dlouhodobé pijaté zalohy
Long-term payakles
B Il. 4 |Emitované diuhopisy
Issued bonds
B Il. 5 |Dlouhodobé sménky k ihradé
Long-term bills of exchange
B 6 |Jiné dlouhodobé zavazky
Cither long-term payakles
B Kratkodobé zavazky
Short-term payables
B Il 1 |Zavazky z obhodniho styku
Trade payatles
B Il 2 |Zavazky ke spoleénikim a sdruZenim
Fayakbles to partners and associations
B Il 3 |Zavazky k zaméstnancim
Fayakbles to emloyees
B Il 4 |Zévazky ze socidlniho zabezpeden|
Fayakles to social security
B Ill. 5 |Stat-danové zavazky a dotace
Lue to state - taxes and subsidies
B lll. & |Stat-odloZena daf
Lue to state - deferred tax
B Il 7 |Zévazky k podnikim s rozhodujicim viivem
Fayables 1o enterprises with controlling influence
B Il 8 |Zavazky k podnikim s podstanym viivem
Fayables to enterprises with substatntial influence
B . 9 |Jiné zavazky
Other pavables




Ucetni obdobi 2008
Liabilities
(uvedeno v celych €)

-
mc..ni PASIVA i béiné obdobi minulé obdobi
markings liabilities E current period last period
a b e 5 6
B W Bankovn| (véry a vypomoc 101 0 0
Eank loans and financial assistance
B IV. 1 |Bankovnl Uvéry diouhodobé 102
Long term loans
B IV. 2 |Bé&iné bankovni Gvéry 103
‘urrent bank [-ans
B IV. 3 |Kratkodobé finanéni vypomoci 104
Short term financial assistances
c Ostatni pasiva - pfechodné Géty pasiv
i Other liabilities - temporary accouts
U Casové roziiden!
Accruals
e 1 1 |Vydaje pfistich obdobi 107
Accrued expenses
c 1 2 |Vynosy pfistich obdobl 108
Deferred revenues
C | 3 |Kurzovni rozdily pasivni 109
Foreign currencies exchange gains
c Dohadné Ucty pasivni 110
Estimated payables

Kontroini soucet 176614760

Check number

23.7.2003

Osoba odpovédna za UEetnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédna za G&etni zévérku YOUSSEF EL HADI
Person responsible for an accounting balance
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5.L.15. Uéetni obdobi 2008
Profit and loss account
(uvedeno v celych €)
Nazev Géetni jednotky
Name of accounting unir
Sidlo Géetni jednotky
Place of accounting unit

EUROPE PETROLEUM EXPLOR. & DRILLING Gt

0

VYKAZ ZISKU A ZTRAT

profit and loss account

oznaéeni TEXT
markings text
a b

I Triby za prodej zhod

Revenues from merchandise

A Naklady vynaloZené na prodej zboi
Expenses on sold goods

+ Obchodn( marze

Sale margin

Il Vyroba 29452653

Froduction
Il. 1 [Tr2by za prodej viastnich vyrobkd a sluzeb
Revenues from own product and services

2 |Zména stavu vnitropodnikovych zasob viastni vyroby
Change of inventory of own_production

3 |Aktivace

_apitalization

B WVyrabni spotfeba

Froduction consumption

B 1 |Spotfeba materislu a energie 6600

Consumption of material and energy

B 2 [sluzby 14688489

Services
T [Phdana o
Added value

C. Osobnl naklady

Fersonal costs

C. 1 |Mzdové naklady

Wages and salaries

c 2 |Odmény élentm orgdnd spoletnosti a drulstev
Renumeratizn of board members

C. 3 |Néklady na socidini zabezpeteni

Social security

E. 4 |Socialnl naklady

Social expenses

D Dané a poplatky

Taxes and fees

E Odpisy nehmotného a hmotnéha majetku investiéniho majetku
LDepreciations of intangible and tangible assets

. Triby z prodeje inestiéniho majetku

Revenues from sale of fixed assets

F Zustatkova cena prodaného investiéniho majetku a materialu
Net book value of sold fived assets and sold material
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Ucetni obdobi 2008
Profit and loss account
(uvedeno v celych €)

TEXT
fext

bézné obdobi
current period

Zuttovani rezerv a éasové rozliden| provoznich vynosd
Accounting of reserves and accruals

Tvorba rezerv a asové rozliden| provoznich nakladi
Additions to reserves and accruals to operating EXpEnses

Zuktovani opravnych poloZek do provoznich vynoss
Accounting of adjustment to cperating revenues

Zictovani opravnych poloZek do provoznich nakladd
Accounting of adjustments to operating expenses

Vi

Ostatni provozni vynosy
Cther operating revenues

Ostatni provozni naklady
Cither operating expenses

VL

Pfevod provoznich vynosa
Transfer of operating revenues

Pfevod provoznich nakladd
Tfﬂ'ﬂx er op Erﬂ"ﬂ g EXpEnSes

Triby z prodeje cennych papirl a vkladd
Revenues from sale of securities and shares

Prodané cenné papiry
Sold securities and shares

Vynosy z finanénich investic
Revenues from financial investments

Vynosy z cennych papird a vkladi v podnicich ve skupiné
Revenues from securities and shares in group

Vynosy z ostatnich investiénich cennych papiri a vkladd
Revenues from other securities and shares

Vynosy z ostatnich finanénich investic
Revenues from cther financial i 3

Wynosy z kratkodobého finanéniho majetku
Revenues from short-term financial assets

XN

Ziétovan! rezerv do finanénich vynoso
Accounting of reserves to financial revenues

Tvorba rezerv na finanéni naklady
Additions to reserves (financial expenses)

Xil.

Zuitovani opravnych poloZek (finanéni vynosy)
Accounting of adjustments (financial revenues)

Z(&tovani opravnych poloZek (finanéni naklady)
Accounting of adji ts (financial expenses)

X,

Vynosové droky
Received interest

|Makladové uroky

Faid interest

XIv.

Ostatni finanéni vynosy

Cither financial revenues
Ostatni finanéni naklady

Cither financial expenses




LU¢etni obdobi 2008
Profit and loss account
(uvedeno v celych €)

3
sanakant TEXT g béZné obdobi PR QP T
markings text % current period last period
a b c 1 2
xv Pfevod finanénich vynosd 45

Transfer of financial revenues |8
P Pfevod finanénich naklada 46

Transfer of financial expenses

x Hospodafsky vysledek z finanénich operaci

ncome erations
R. Daf z pfijmd za bé&nou &innost 48
Income tax from current activity |
R 1 |Daf splatna 49
Lue tax
R 2 |Daf odloZena 50

Tax deferred

Mimofadné vynosy
Extracrdinary revenues he
S. Mimofadné naklady 54

Extracrdinary expenses
T Daf z pfijma mimofadné Einnosti

Income tax from extracrdinary income |
T 1 |Dan splatna 56

Tax due !
T 2 |Dah odloZena

Leferred tax
x Mimoradny hospodéfsky vysledek

0 extraord, activ
u Pfevod podilu na hospodafském vysledku

Transfer of profit (loss) 1o

Kontrolni soucet 147286740 147282740
Check sum

24.7.2003

Osoba odpovédna za Géetnictvi YOUSSEF EL HADI

Person responsible for an accounting
Osoba odpovédna za G&etni zavérku
Person responsible for an accounting balance

YOUSSEF EL HADI
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Commercial and technical references
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NOVA HUT, as.

Tube Plant of NOVA HUT, as. is the
prominent producer of seamless tubes and
pipes and the only producer of spiral weld

pipes in the Czech Republic.

Seamless tubes and pipes are
manufactured on two Stiefel mills with
diameter from21.3mmto 273.1 mm.

Spiral weld pipes are manufactured on

quite automatic welding machines with

diameter from 323.9 mm to 820 mm.
The tubes and pipes can be produced
Y according to ISO, EN, DIN, ASTM, NF, BS,
i///lGosT, CSN, API Specifications and other
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NOVA HUT, a.s. is authorized to use continuously the
APl monogram on Qil Country Tubular Goods and Line

Pipes since1957.

ind technical references 0CT7%S Commercial and

fPradamiwon - ¢

vgoay pup

rdauadajfaa




Commercial and fechnical references -

007G - Commercial and technical refecences - O

Surveying Companies

Vetco Inspection GmbH

Maschweg 5
D-3100 Celle, Germany

®05141/8020
05141/802123)

Moabil Oil

Landgrafenstr. 66
D5210 Troisdort, Germany

®02241/41163

Oil and Natural Gas
Commission

Botawala Chembers,
sir P. M. Road, Fort,
Bombay - 400 001, India

®265718

Shell Internationale
Petroleurn Maatschappi B. U.

Carel van Bylandtiaan 30
Hague, The Netherlands

WO70/774653

Bureau Veritas

Riviera 123, Zbeéno
27024, Czech Republic

‘®W0313/98852

Van Leeuwen

P.O. Box 1 - 3330 AA
Zwijndrecht, Peppolaan 32,
Dordrecht, The Netherlands

®3178252510
(3178252638)

Monitor Quality Control

Horstensialaan 11
1943 BG Beverwijk,
The Netherlands

W02510/12248
102510/12694)

0G| Tuboscope

Memeler Stralte 1
D - 4040 Neuss 1, Germany

®|O210V/261 71
2101301

Lloyd's Register
of Shipping

Opernring 1/E/623,
1010 Vienna, Austra

®0222/5872681
(0222/58726815)

Det Norske Veritas
Classification &/S

Baden bei Wien
Valeriestr. 11/1/9,
A - 2500 Baden, Austria

®(02252) 85808
02252) 8500420

Inspekta, a. s.

Na strzi 63,. Praha 4
14062, Czech Republic

®236467 - Ostrava

Ingenieurblro Franke

Fuchsberg 2, D - 3101
Eicklingen/Celle, Germany

‘®W05149/561
05149/1443)

SGS Czech Republic, s. 1. 0.

Vodiékova 30, Praha 1
11121, Czech Republic

®02/2350664
(02/2368770)

Group according to delivered quantity

Casing, Line Pipe

1 up to 500 t

2 over 500 up to 1 500 t

3 over 1500 up to 3 000 t
4 over 3 000 up to 10 000 t
o over 10 000 t
Tubing

1 up to 300 t

2 over 300 up to 1 000 t
3 over 1 000 up to 2 000 t
4 over 2 000 t

Drill Pipe

1 up to 300 t

2 over 300 up to 500 t

3 over 500 t



Casing

" T Quantity P R S : ¥
Firm Year Grad
I ot rade Size
| 1995 2 J55 | 41/2', 6 5/8", 9 5/8"
1996 2 J55 [ 658", 9
ALTREX INTERNATIONAL LTD . ¢ s BoR
Wbkt Poland 998 2 J55 41/2", 958
1999 2 J55, K55 41/, 658", 958
2000 3 J55, K55, N8O, LBO/1 41/2",51/2",7",85[8", 958" |
2001 2 J55, K55, N8O 9 5/8° |
1993 1 J55, N8O 5, 7", 958" 11
1994 1 J55, N80 5,7
ANICON HANDELSGESELLSCHAFT, | 1995 1 J55 7' 9 5/8" r
| Lubljana, Slovenia 1996 1 J55, N8O 5", 9 5/8" (
| | 1997 ! J55, N8O 7', 95/8" _
| | 2000 3 N8O, L8O/ 5", 7", 958" (
i ANICON GMBH, I 1908 1 T 5 {
Nidau-Biel, Switzerland | 1999 1 J5b 9 5/8"
ANICON INDUSTRIAL PRODUCTS GMBH| Ry | R e ARG
|| Beip_ Slovenia [ 2001 L J85 7
{ A O.W.S. RUDOLF STOFFNER |1 1997 i e g [EEETT U =
| Ried/innkreis, Austria 1998 1 J55, K55, NEO 7' 958
[ | o8 a K55, L80 5. 7" 958"
ARAB TRADERS SAR 5 il sy
|I Beirut LeEban[i g 1959 2 K55, LBO e et
; 2001 1 L8O/ 958"
ROS T
AROSCO, LTD {ooe : P110 9 5/8"
Kingstown, Pakistan
BMB OCEL ‘ T = =] e
=
Ostrava, Czech Republic £U0} y LR
| 1994 4 K55, N80, P110, C95, L80 51/2', 7 5/8", 8 5/8", 9 5/8"
1996 4 K55, N8O 53/4", 7', 9 5/8"
a ) 1997 5 K55, N8O 53/4", 6 5/8", 7", 9 5/8°
= i
BS;N F?:niE: 1998 4 J55, K55, N8O, L8O, P110 53/4%, 7', 9 5/8"
1S, ,
; 1999 1 K55, N80 51/2", 9 5/8"
2000 2 K55, N80, LBO/1, P110 41/2°,51/2", 7", 9 5/8"
2001 -] NBO, LBO/1 7', 958"
ANAM PIPE & SUPPLY IR s . PN IR (DR Vs Jy e A AT
EL Sl 2000 2 J55, NEO 7 958
Calgary, Canada
TDA
Santii:EdzAé_oLo?a D c 1991 L hEC 358
g = 1992 1 NBO 7', 958"
Columbia
COUTINHO CARO + CO INTERNATIONAL| 1998 1 J55 g 5/8"
Hamburg, Germany 2000 1 JB5 7,9 6/8°
[ E————
EHSMER SIEEL 1993 1 K55 95/8
Hamburg 1, Germany
FFFIHOS[AAL AG, 1995 1 P110 51/2', 8 5/8"
Essen, Germany
FERROSTAAL METALS LTD oac i NEO 958"
Hamilton, Canada
FERROSTAAL
ROD & WIRE DIVISION, 1995 1 K55 41/2, 958
Brisbane, USA
1996 1 NBO 7"
FERROSTAL INCORPORATED 1998 1 K55, L80 65/8", 7", 95/8"
Houston, USA 2000 4 K55, N8O, LBD/ 51/2°, 7', 9 5/8°
2001 4 K55, NBO, LBO/1, P110 41/2° =103
[ FIRST RATED
INTERNATIONAL CORPORATION, 1991 2 P110, N8O 7
Caracas, Venezuela
FORJA DE TRATAMIENTO !
DE TUBULARES, —
1991 4 N8O, J55 7
Valencia - Edd. Carabobo, 9 5
Venezuela




Commercial apd lechnical refervences - OCTS

fechnical references - 00C7% -

Quantity Si
Firm Year Grade ize
group
1994 1 J55, N8D 512, 7
1995 4 J55, NBD B2, 7', 958
) 5, P110 I, 8458
FRANK STAHL ROHREN it FORE B e Mg
ROSSHA| 1997 4 J&5, NBO, L8O, C95, P110 AT
I BTN S EANDEL, 1998 4 55, K65, N80, L8O, C35, P110 65/8",7", 7 5/8", 9 5/8"
Vienna, Austna 1999 A U85, K55, N8O 412", 5" 658", 7", 958"
2000 4 H40, J55, K55, N8O, LBO/1, C95, P110 4142, 5°, 658", 7', 958"
2001 4 K55, J55, N8O, L80/1, P110 41/2', 5", 65/8, 7', 958"
FRANK STAHL ROHREN . .
7
UND STAHLGROSSHANDEL, ;g : ;33 fa 55‘;2.
Dusseldorf 1, Germany : =L
1996 1 J58 7,958
GEOTECHNIK, AS. 15 : i < g"f;
Spisska Nova Ves, Slovakia 1999 : 55 6 5/8"
2001 1 Job 6 5/8°
GLOBAL OIL, 1995 3 Jb5 5 3/4°, 6 5/8°,
Dublin, Ireland 1997 3 Jb& 5 3/4"
1998 4 P110 7
HSC SAL 1999 4 P110 77, 968"
Beirut, Lebanon 2000 3 J55, LBO/1, C75, P110 51/2°, 8 5/8', 9 5/8"
2001 5 J55, L80/1, C75/2, C95, P110 51/2°, 7, 85/8", 9 5/8°
HUNTINGEN OILFIELD SERVICES .
Aberdeen, Kazachstan A i LG 7
IEQC CO. INC.,
EGYPTIAN BRANCH, 1990 2 N8B0 9 5/8
Cairo, Egypt
IMTECH 0
Prague, Czech Republic sl ) Ll 958
INTERMARK INC. 7
aea LISR 1998 2 P110 85/8
IPP INC. 1998 3 L80 95/8"
Houston, USA 2000 2 P110 9 5/8"
1994 1 JB% Ttk
JJS OILFIELD SUPPLY 1995 1 N80 7
Lachendorf, Germany 1999 1 J55 8 5/8°
2000 1 J55, NBO 7,958
JOZEF WLAZLO W-SERVIS
Chomutov, Czech Republic O 1 J55 5172
KASAMAND OIL TECHNOLOGY
Chomutov, Czech Republic 1592 1 €75 95/8
KENYA POWER COMPANY LTD.

Nairobi, Kenya 1998 1 K58 7
KLOCKMER + CO., 1990 2 NB80, K55 51/2°-9 58"
Duisburg, Germany 1991 1 J55 958

KOFING
Ostrava, Czech Republic 2601 1 J55 512
KOVINOTEHNA,
Celje, Slovenia 1994 1 J55 958"
KURT ORBAN PARTNERS,
Brisbane, USA o 1 Ks5 7'.95/8"
LEOPOLD LAZARUS LTD.
C/O ASSOCIATED, :gg? : K55 958"
London, G. B, K58 95/8"
LINKFERS.RO.
Ostrava, Czech Republic L 1 Ks5, N80 7", 958"
MATFOR SERVICE,
Lescar, France i I N80 7,958
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ial and feecl

Casing
Firm Year | Quantity Grade Size
v group
QIL INDIA LIMITED “ -
758
Calcutta, India 1998 . heg R110 il
OKGT, AGEL 1 i .
! 3 7,958
Budapest, Hungary 151 66
OMEGA TRADE . f
5 7,958
Skopje, Macedonia 104 1 N
PIPEX ITALIAS P. A .
. T
Milano, Italy 1993 2 NEo
1989 b B0, K55, GOSTD 146 mm, 9 5/8"
S R X0, 1990 5 N8O, K85, GOST D 146 mm, 9 5/8°
y 1991 5 N80, K55, GOST D 146 mm, 9 5/8"
1989 3 N80, J55 7"-858
1990 3 N80, J55 6 5/8"-9 58"
ROHREN UND STAHLEXPORT, 1991 3 P110, NBO, J55 41/2" -9 5/8°
DOBBERTIN GMBH, 1992 1 N80, J55 9 5/8°
Hamburg, Germany 1993 2 J55, N80 7', 95/8
1995 1 J65, K65, NBO 7', 95/8°
1996 1 J55, NBO, P110 9 5/8°
1994 2 P110 6 5/8°, 9 5/8°
_ 1995 1 J56 95/8"
ROSTA ROHREN UND STAHLLAGER 19596 1 J55 9 5/8°
GMBH 1998 1 J55, NBD 7°,95/8°
Gommern, Germany 1999 1 J55 95/8"
2000 2 J55 51/2°, 7 5/8'
2001 1 J5B 7 5/8°
ROTEC ENERGY VERTRIEBS AG, .
Luzern, Switzerland 1994 2 P110 65/8", 9 5/8"
S. C. FORAJ SONDE S.A.
Craiova, Romania b ! b g ot
SERVISNI : .
LuZice, Czech Republic 2001 & J55, K55 719 bl
SLEVARNA BAREVNYCH KOVU 1999 2 NBO 95/8"
Ostrava-Vitkovice, Czech Republic 2000 2 NBO T
SLOVGEOTERM .
Bratislava, Slovakia e ] b 95/8
SHELL INTERNATIONALE 1989 3 N8O, K55 7 9sg
PETROLEUM, 1990 1 K55 >
Hague, The Netherlands
1994 i K65 g 5/8"
SOCONORD 5.A., 1985 3 N80 7", 958"
Brussels, Belgium 1996 2 N8O 9 5/8"
1997 4 K55, N80, L80 Tmei 2l
STALEXPORT, =, -
T 1992 2 P110, N8O, J55 412", 7', 9 5/8
STEELINTER INC., o = kob 41/2°-95/8
New York, USA HE z N8O, K56 7
! 1991 2 K55 7,958
STOFFNER TRANS GLOBE ENERGY . "
Ried im Innkreis, Austria £ ! £55 ka0 NE0, La0) 7'.95/8
THYSSEN CANADA LTD,, PRI
West Vancouver B. C. V7V, Canada e z K85 51/2%, 7', 95/8
TPAO. 1995 2 NBO 958"
Ankara, Turkey 1998 2 N80 9 5/8"
V/O ROVNESHTORG, 5
Moscow, Russia 1992 4 K55:GOSTID 146 mm, 6 5/8
VLADIMIR STAS-FERST
1 "
Ostrava-Vitkovice, Czech Republic | 000 RE e 7




Firm

Year

Quantity

s

Grade




Tubing

Luzice, Czech Republic

1 Firm Year Grade Size
OlL AND NATURAL N8O
GAS COMMISSION, 1991 27
Sibsagar Assam, India
OKGT, AGEL .
P v 27/8
Budapest, Hungary 1991 g
7
PROMSYRJOIMPORT V/O, 1= i 5l
Moscow, Russia 1991 N8O 27/8"
ROHREN UND STAHLEXPORT, 1990 55 312"
DOBBERTIN GMBH, o e 278311
Hamburg, Germany i
SERVISNI 2001 55 1.900"




Drill Pipe

Firm ! Year

| Quantity
I ]I group

be 1
] |
191 (
t
( 315 A ) | 1
197 | (
[oTaT: l;

Grade | S



Line Pipe

/ - QC

lommercial and fecheoical references

: Quantity
Firm i Grade Size
%] group
AMERICAN INTERNATIONAL
INDUSTRIES, 1989 2 B 1"-B5/8
Singapore, Malaysia
1989 1 B 1"-B 5B
ANBUMA NV, 1990 1 B 1"-B 58
Lokeren, Belgium 1991 1 B 1"-B 58"
1992 1 B 1"-B5/8"
ANICON HANDELSGESELLSCHAFT, &
Biel, Switzerland 1953 ! 8 10
APM ALOY PIPE+MEYAL GMBH, . 3
R Gy 1995 1 B 858, 10 3/4
BAHENSKY MIROSLAV i 2
41
Opava, Czech Republic 1998 1 H 2 S
COMMERCIAL AND 1989 2 B 1/2° -8 5/8°
INDUSTRIAL S. A, 1990 2 B 1/2° - 8 5/8°
Athens - Korinth 1991 1 B 1/2' -8 5/8"
Aspropyrgos, Greece 1992 ¥ B 1/2" -8 5/8°
COMMERCIALE TUBISR.L., =
Venezia, Italy 1995 1 x42 S
ICOUTINHO CARO + CO INTERNATIONAL 2000 1 X52 6 5/8", 10 3/4"
Hamburg, Germany
CROATIA-IMPEX D.0.0. o - ,.
Rijeka, Croatia 1999 1 x52 41/2",85/8", 10 3/4
CREDO ANSTALT =
Vaduz, Liechtenstein 2083 1 H 2
E.T.A.EURO TUBI ACCIAIO S.P.A. 9 i 5 i
Lainate, Italy 2001 1 B 27/8,31/2°,41/2°, 59/16
FAR EAST COMMODITIES
AND TRADING CO., 1994 1 B 12" -4z
Hong Kong, Hong Kong
1989 3 B 1/2" -8 5/8"
1990 3 B 12 -85/
FERROMET, :g; ; g :g 5 g x
Prague, Czech Republic 1993 1 B 6 5/8". 8 5/
1994 1 B 27/8"-31/2"
1995 1 B 6 5/8", 8 5/8°, 10 3/4"
FERROSTAAL AG, ’
Essen 1, Germany 1993 1 B 3172
FERROSTAL 1994 1 B 6 5/8°, 8 5/8",10 3/4"
ROD & WIRE DIVISION, 1995 4 B. X42 12"~ 10 3/4°
Brisbane, USA 1997 2 B 2 3/8"- 8 5/8", 10 3/4'
1995 4 x42 238 -1034
1956 5 X42 238" -103/4°
FERROSTAAL INCORPORATED, | 1397 2 e 23/8'-103/4"
W e 1998 5 X42 23/8"- 10 3/4"
: 1959 4 X42, X52 238" -1034
2000 o B, X42 2 3/8"-10 3/4°
2001 4 B, X42, X52 238 -10314
FERROSTAAL PIPING SUPPLY BV.
'| .
Hoodge Zwaluwe, The Nederlands <001 A2 858, 103/4
FEZNAL D.O.O. ) ; :
Ljubljana, Slovenia 1990 ! = 41/2', 6 5/8, 858
FRANK STAHL ROHREN o . 5 2 - 238
UND STAHLGROSSHANDEL, Az
Disseldorf, Germany ot : g B0/ 8 5510 342
i 2000 1 B 10 3/4




Line Pipe

‘ 1997

Pardubice-Svitkov, Czech Republic
e =

Quantity
Firm Y srade
ear ol Grade
1994 s
| 195 i
FRANK STAHL ROHREN 199K : B, X4
UND STAHLGROSSHANDEL [ o ; B
Vienna, Austria “ £ 1/
: 4 B, X ]
4 X42 . ‘
ICOUTINHO CARO + CO INTERNATIONAL| _ 00 & =
2000 £9 . aae
Hamburg, Germany e s £ 10 3/4
R : HSC SAL 2000 2 B =
Beirut, Lebanon 2001 4 B |
I ICs [ . |
Wembley, U.K S, ! =
INTERNATIONAL GULF TRADING CO T : i3
Doha, Qatar 2 | ! 03/4
LP.S. SRL, S l
Torino, Italy 1994 | ! B
ITOCHU EUROPE PLC = T
London, United Kingdom e & 12 -41/2
JANNONE ARM SPA 1996 2 B
Napaoli, Italy 1997 1 B
1931 1 B
1992 1 B
JANNONE FERRO TUBI S.P.A., | 1995 1 B
Segrate (Milana), Italy 1996 1 B 4 1/2
1998 1 B 516", 658", BbE"
1999 1 B 1/2", 34"
JANNOME TUBI S.R.L | 1996 1 B | 6 5/8°
Ban, Italy l_
3. AL P “TRA s
JANNONE S. A. POLG. IND. CTR s : < c9fe Grm
Sevilla, Spain
KAM STAAL BV 2000 B, X42 1/2° =10 3/4°
AC H. |. Ambacht, Belgium 2001 B, X42 1/2°-10 3/4'
KURT ORBAN PARTNERS, 1995 3 B 1/2° - 10 3/4"
Brisbane, USA 1996 | 4 B 1/2° - 10 3/4°
[ 1998 2 B 172" -8 5/8"
MARCIUS GMBH 1999 1 B 1/2" -6 5.".8"
Hamburg, Germany 2000 1 B 1/2" -8 58"
2001 1 B 1/2°-10 3/4°
MARMON KEXSTOMNE ANBUMA 1998 1 . B 11/2" -6 5/8"
Lokeren, Belgium 2000 1 B 1/2*-31/2
1998 1 B 858", 103/4"
MERCADEX BY 2000 2 B 59/16", 6 5/8", 8 5/8", 10 3/4'
Amersfoort, Netherlands 2001 5 B 59/16", 6 5/8", 8 5/8", 10 3/4"
1996 2 B 6 5/8°
NORTHERN GULF TRADING CO. WLL. | 1997 1 B 23/, 3172
Safat, Kuwait 2000 1 B 1/2°'-103/4
2001 1 B 1/2° - 10 3/&
1998 1 B 59/16", 6 5/8"
PAMEC TRAVERSO & STORACE SR.L 1999 1 B 27/8"-658
2" 17" 5 3 o
Vasto, Italy 2000 1 B 31/2°, 41/2°, 5916, 6 5/8
2001 1 B 31/2°, 41/2°, 596, 6 58"
PETROBRAS - PETROLEO 1995 1 B 1/2°=11/2°, 10 3/4°
BRASILEIRO S/A, B8 1/2°, 3/4°,1°
1996 1
Rio de Janeiro, Brazil ] s i
PLYNOSTAV PARDUBICE-SVITKOV : X42 10 3/4"

=



fechanical referveaces - O0TG - Commercial and fechanical refervace:

Line Pipe

Firm. Year CQuantity Grade Size
group
1989 2 B 31/2°-B 58"
P. VAN LEEUWEN JR S, 1990 3 B 31/2°-85/8"
Zwijndrecht, The Netherlands 1991 2 B 31/2°-85/
1992 2 B 1" -85
1992 1 B 31/2°-85/8
ROHREN UND STAHLEXPORT, 1993 1 B 3/4'-B5E
DOBBERTIN GMBH, 1994 2 B 1/2°-85/8°
Hamburg, Germany 1995 . 8 31/2°,85/8°, 858
1996 1 B 8 5/8
ROLLA TRAVERSO & STORACE S.P.A. 1999 1 8 314" - 10 34"
Genova, ltaly
SAVEX-PRAHA a
Prague, Czech Republic AL ; i e
OLLER KMANN H, .
i | :
-
SCOPSIS. P A, 1991 1 B 112" -8 5/8
Napoli, Italy 1992 1 B 1/2" -8 5/8"
SIDERTUBIS. P. A, 1991 2 B 1/2" -8 58"
Segrate, Italy 1992 1 B 1/2" - 8 5/8°
SIGMA SUPPLIES CO. 1996 1 B 6 5/8", B 5/8°
Alexandria, Egypt 1997 1 B 6 5/8", 8 5/8", 10 3/4"
SINEX AG, i
Luzern, Switzerland 155 2 12 £5m
SOCONORD S.A. 1996 1 X42 412"
Bruxelles, Belgium 1997 2 B B5MB"
STROJIMPORT A.S. 2000 2 B 59/16, 8 5/8°, 10 3/4"
Prague 3, Czech Republic 2001 2 B 12" -1034°
TAL. 3
Milano, italy 1996 L B 8 5/8
TALS.P.A i
Fioraeiniols Darca. Taly 1999 1 B 103/4
TPS TECHNITUBEROHREWERKE GMEBH,
Daun, Germany 1883 ; E 65/
TUBISID S.P.A. 1998 1 B 6 5/8"
Mazzo di Rho 2001 il B 238,278,312, 41/
VALVOROBICA INDUSTRIALE S.P.A. | 2000 B 1/2°-10 3/4°
Zanica, Italy 2001 B 31/2-85/8"




