INTERVIEW

Todd KOZEL

ulf Key-

stone is
an independent
E&P company
focusing prima-
rily on North
Africa and the
Middle East.
The company
currently bas ex-
ploration and
appraisal rights
for six blocks
and two produc-
ing fields in Al-
geria. Until
November 2007
Gulf Keystone
was 100 percent
focused on Alge-

ria. Now the

company has di-
versified with
two production
sharing con-
tracts in the
Kurdistan Re-
gion. It bolds
the Shaikan and
Akri-Bijeel con-
cessions in part-
nership with
Hungarian Oil
and Gas Public
Company
Limited MOL.

The Oil & Gas Year: As an E&P company focused
on the Middle East and North Africa, can you tell us
the genesis of Gulf Keystone and how you've
emerged as a player in this region?

Todd KOZEL: Gulf Keystone Petroleum Limited
was founded in 1999 as a joint venture focused
on the Middle East and North Africa, the “MENA”"
region. Our founding shareholders originate
from Kuwait, Saudi Arabia, the United Arab Emi-
rates and the United States and combine exten-
sive oil industry experience with close and high
level relationships in the MENA region. Looking
back, it was a strange time to start an oil com-
pany, with the price of a barrel of oil at just 13 US
dollars. However, we were convinced that there
were significant opportunities open to us where
our experience and relationships could add real
value.

Our business model is to look for prospective
areas in the MENA region that are outside the
focus of the “majors”. These prospects tend to be
too small for the majors and often have a higher
perceived political risk, but they are potentially
very material to Gulf Keystone. Using our own ex-
pertise and resources, and through seismic ac-
quisition, interpretation and exploration drilling,
we aim to identify oil & gas reserves suitable for
commercial development. That's why we went to
Algeria where, with our recent drilling success,
we believe our convictions have been proved to
be correct.

Our business philosophy is that above all else, we
consider ourselves to be a guest in our host coun-
tries and seek to work in the spirit of respect and
partnership for the benefit of all stakeholders. We
are also happy to work with industry partners
where we believe our combined efforts can ac-
celerate the process, reduce risk and enhance re-
turns for all stakeholders.

We won our first licence in Algeria in 2001 and
listed on the London Stock Exchange in Septem-
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ber 2004 to fund the development of that asset.
Since then we've grown to nine blocks and
started our first production from the Hassi Ba
Hamou field, a major gas project, to support the
development of which we were pleased to bring
in BG North Sea Holdings Limited as a partner.

In 2007, we were delighted to be awarded a li-
cence in Kurdistan. We firmly believe that, as an
oil exploration company, the Kurdistan Region of
Iraq is the place to be. The industry will recognise
this soon. Itis a great place for small companies
with the flexibility to work in a fast developing
environment. Even as an experienced oil person,
you can't go to Kurdistan and not be excited by
the many natural oil seeps. Iraq is a place for all

""'We firmly believe that, as
an oil exploration company,
the Kurdistan Region of Iraq
is the place to be,

The industry will recognise

this soon. .

sizes of player. It has the multi-billion barrel oil
fields that are of interest to the majors such as
Chevron, BP and Shell, but it also has those
smaller but nonetheless material targets of 100,
200 or 300 million barrel oilfields that are a natu-
ral playground for independent companies such
as Gulf Keystone.

TOGY: What initially brought your attention to this
region?

TK: We had an interim head of exploration who
had worked for Dr. Ashti Hawrami, the Minister
of Natural Resources, on a Kirkuk project that was
sponsored by Shell. He joined Gulf Keystone and
with his encouragement Kurdistan quickly be-
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TOGY: In April 2009 you'll be starting your first well
at Shaikan. What will be the drilling process and
how soon will you move to Akri-Bijeel?

TK: Our plan, so far, is for at least one well on each
block. There is currently no well commitment on
Akri-Bijeel. But once you've looked at the seismic
on each block and if you want to do a proper job,
you're going to want to drill a well.

TOGY: In November 2008, DNO from Norway and
the Canadian-Turkish joint venture TTOPCO re-
ceived export authorisations from the Iraqgi Oil
Ministry. What is your initial reaction to this good
news?

TK: It is clearly good news but | don't think the
announcement has particularly affected my opin-
ion of the Kurdistan Region of Iraq. While | never
comment on political issues, what | can say is that
this news will have a positive effect on oil pro-
duction and revenues. It will also bring a little
more optimism to the industry in the region, al-
though | have been optimistic since the begin-
ning. We would not have invested 42 million US
dollars in Iraq if we didn't believe this issue was
going to be resolved.

TOGY: You've moved confidently into this market,
while larger international oil companies have been
reluctant to enter. Is this a lack of courage on their
part and what does their stance say about the busi-
ness opportunities in the Kurdistan Region?

TK: The major companies are being typically pru-
dent and politically aware. The size of prospects
and their materiality is of course important to
these companies, and large prospects lie else-
where in Iraq as well. The majors don't want to
jeopardise their chances with greater Iraq
prospects by committing to the Kurdistan Region
too early. Still, there’s going to be a lot of work in
Kurdistan and international companies are real-
ising that - as evidenced by the great number of
nationalities represented by companies that have
been awarded licences to date. As for services,
Weatherford needed just one company to say:
“We're going to drill a well and we want to use
your goods and services.” It gave them a corpo-
rate justification to move expensive equipment
into the country.

TOGY: What oil services are currently needed the
most in the Kurdistan Region?

TK: It's an argument we always have in newly
prospective regions. Our technical people want
to utilise the most modern technology but |
argue that DNO and TTOPCO were able to dis-
cover oil without this technology. As an industry
we should maybe consider changing the way we
think and becoming more practical. For now it’s
enough to work with what is available and even-
tually the technology will come as the industry
grows to a critical mass. It's a new frontier and
that takes time and patience to develop.

TOGY: Describe the working relationship that

you've had with the region’s authorities and local
communities.
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TK: It is excellent. Within a year of signing a con-
tract we had completed seismic on two blocks,
built a pipe yard, brought all the tubulars and
long lead items into the country and signed rig
and service contracts. The Kurdistan Regional
Government (KRG) didn't erect any bureaucratic
barriers and were quick to understand our needs.
It has been easy to import supplies, move equip-
ment around the country and sit down with de-
cision makers to work out problems or issues that
have arisen. We've performed one giant logisti-
cal and legal exercise over more than 13 months
without any stoppages. We haven’t had one
problem that we haven't been able to overcome
quickly.

TOGY: Can you give us an idea of what Gulf Key-
stone has done and will be doing to build commu-
nities in the Kurdistan Region of Iraq?

TK: Part of our business model is that we recog-
nise that we are guests in a country. In Iraq’s Kur-
distan Region we plan to follow our Algerian
model. We are the only company in Algeria that
is run completely by Algerians. We don’t have
one expatriate working there. So far we don't
have one expatriate working in Kurdistan.

We also believe passionately in supporting the
local communities in which we operate. So we
seek to employ from those communities where
we can offer training and support. We can also
help with improving infrastructure such as roads
and public buildings or providing recreational fa-
cilities and drilling water wells.

TOGY: Doesn't a policy of hiring only locals create
difficulties for finding the right expertise and quality
labour?

TK: Hiring local technical expertise always makes
your operation better. We've delegated budget-
ary and technical control of the Kurdistan Region
to our office in Erbil, and it will stay that way. Still,
itis challenging finding drilling engineers and su-
pervisory people for the drilling process. Because
of the lack of a historical business in the region it
is challenging to fill those positions, especially
with all the companies competing to fill the same
slots at the same time. Over the last couple of
years we have hired people from the University
of Erbil to assist us in fieldwork: analysing struc-
tures, blocks and data. We're also educating stu-
dents at the university and we have brought
young Kurdish graduates with geology degrees
onto our staff.

We move forward with the understanding that
the oil and gas business can be disruptive for
people living in the area. Our first well is a short
distance from a village. We organised a town hall
meeting with Kurdish locals and informed them
about our activities. The response was extraordi-
nary. People asked us: “How can we help?” We
are asking the local community about their needs
and are addressing those needs. If we are suc-
cessful, we are going to be there for 25 years.
Therefore we need to communicate and cooper-
ate with the local community to ensure success
for our operation, the region and the country.
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