











News

Saudi Aramco Project for Alkhorayef Petroleum

Alkhorayef was awarded 100% percent of the Saudi Aramco Khurais Project Contract Number
6600016708 for the supply, installation, commissioning and maintenance of 236 Electrical
Submersible Pumps on September 13th, 2006. The contract duration is 5 years with 2 years
extension. This is the largest Electrical Submersible Pump contract ever awarded by Saudi Aramco.
The first 2 years of this contract is for the supply, installation and commissioning of the 236 complete
Surface and downhole systems and the remaining years are for the maintenance. By the end of this
year Alkhorayef will deliver 134 complete downhole systems with the remaining 102 to be delivered
by end of first quarter of 2008. Over 30 downhole systems will be installed and commissioned this
year and the remaining downhole systems to be installed and commissioned before the end of
2008. All 236 surface equipment skids (Transformers and Variable Speed Drives) will be delivered,
installed and commissioned by beginning of 2009.

Huge manpower requirement is needed to implement such a project. Alkhorayef Petroleum
Company has assigned a special project team to carry out the implementation of the different
phases of this project headed by Abdulsalam Alaini- GM- ESP Saudi and the following key team
leaders:

Engineer Abdulhaq Baflah - Khurais Project Manager

Engineer Samer Khalid - Surface Equipment Manager

Abdulaziz Al-Qahtani and Mofarih Al-Zahrani — Operation managers

The project team leaders are supported by very qualified application engineers, field service
engineers, crew leaders/supervisors, senior and junior technicians, and crew members who are
dedicated to this project. The project team members are from 6 different nationalities with special
emphasize in training and recruiting well qualified Saudi manpower. A huge field service facility and
camp have been constructed housing more than 60 people in Khurais Project site.

Itis worth mentioning that this project is receiving unlimited support from the APC top management.
The visit on Tuesday November 27th, 2007 headed by Sheik Saad Alkhorayef- CEO, Mr. David
Henderson- APC president, Mr. Saud Al-Swailem- HR Director at Alkhorayef Group, Mr. Fahad Al-
Mutairi- IT Director, and Mr. Haseeb Hafeezuddeen - APC finance Director to Khurais site is just an
example of this unlimited support.”
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During a visit by the heads of labour offices in Dammam and Khobar, Alswalem says...
"Alkhorayef Petroleum is the Only Factory of Its Kind
in the Middle East That Makes ESPs"

The head of person labor office in Dammam Mohammad Alhamdan, and his counterpart in
Alkhobar Ahmad Alobaid, as well as the man in charge of employing Saudis at the Alkhobar
office Abdulaziz Alomair, paid a visit last Monday to the Alkhorayef Petroleum plant that
manufactures submersible pumps (WSP) situated in the second industrial area in Dammam.
The guests were met by Saud Alswailem, the Head General of human resources at (WSP) and
the Head of human resources at Alkhorayef Petroleum Badr Aldulaimi, as well as the Head
of government relations Kamal Alwakeel, and the assistant manager for human resources
Abdurrahman Algahtani.

In the beginning, Alswailem gave his guests an insight into the level of progress jobs
domestication and saudization in the group. He mentioned that the percentage achieved by
the Group was in fact higher than that requested by the government, and added in this respect,
that the Alkhorayef Group stands out in terms of the longevity of its employees, with some
staying with the company for ten years and even longer. He then took the guests on a tour in
the plant, visiting the customer service section, the engineering section, the sales section, the
production planning section, and finally the freighting section.

Alswailem explained that the factory was producing 3 thousands and five hundreds unit per
month, for customers inside and outside the Kingdom, pointing out that the company had three
branches around the world.

He mentioned that the plant also supplies pumps for application oil and water wells, besides
electric control panels that run these pumps. He added that the plant was the only one of its
kind in the Middle East.

Alhamdan, on his behalf, said at the end of the visit that Alkhorayef Group is one of the
largest groups in the Kingdom, and the effort it puts into domestication and Saudization is a
proof that there is serious care by those running the Group, for localizing jobs.

Alhamdan praised the Group's efforts, especially in terms of providing incentives and
training courses, alluding again to the longevity of employees working for the company, and
the leading positions they have taken up in company.

Regarding the support the ministry will extend to the Group for its efforts in Saudization,
Alhamdan said that the Group will have a special treatment, besides efforts by the ministry to
speed up the processing of its requests, and giving them extra consideration.
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Alkhorayef Office in Moscow Established

Our Russian/Caspian operations
are pleased to announce the
establishment of the Alkhorayef
Petroleum Representative Office in
Moscow. The registration of the office
will be finalized by the beginning of
February 2008. Initially this office will
be staffed by Varvara Petrakova the
Office Manager and Pavel Pekarnikov
who will join Alkhorayef on February
4th 2008 as our Russian Business
Development Manager. As our
business in Russia develops we will
make additions to the office of a Sales/
Application engineer and support
personnel for legal/contract and
finance matters.

Varvara Petrakova has considerable
experience working for Alkhorayef
having previously been employed
by Amarco, a JV company between
Alkhorayefand John Deer Machineries,
for 3 years and Inco, Alkhorayef’s real
estate business development arm in
Russia, for 2 years

Pavel Pekarnikov comes to us
from the Russian Borets submersible
pump company where he worked in
the International sales and business
development Department. Borets are
the largest Russian ESP company
having an annual sales volume on
excess of $350m.

Our Russian representative office
is presently working to have official
Russian certification (GOST) of our
equipment established. Upon receipt
of this certification we shall be in a
position to participate in the supply of
Western Submersible Pump equipment
to Russia.

In 2008 it is anticipated that many
Alkhorayef personnel will be involved
with visits to Russia as well as there
being visits to Saudi Arabia by our
Russian staff and potential customers.
We all look forward to the challenges
of doing business in this new market
area for Alkhorayef Petroleum.
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News

The Third Syrian Agricultural Exhibition,
SIATEX 2007

Under the patronage of the Syrian President, Bashar
Al-asad, Dr. Adel Safar, Minister for agriculture and
agrarian reform, opened the third Syrian agricultural
exhibition, SIATEX 2007, held between the 15th and the
18th of December at the exhibition area in Damascus. The
exhibition was attended by more than 230 companies from
15 states.

The opening was attended by the ministers for irrigation,
administrative development, economy and trade. As well as
the minister for international affairs, the dean of agricultural
engineers, the head of the farmers union, the assistant
minister of agriculture, and a number of heads of diplomatic
missions in Damascus. The exhibition showed great interest
this year in modern irrigation systems, and the minister of
agriculture, while visiting Alkhorayef's pavilion, listened to a
detailed description of the products of the company, and the
comprehensive modern solutions it provides for irrigation.
The minister was impressed by the products, and praised

the great diversity seen in the company's products. Worth
mentioning is that the Syrian ministry for agriculture is
advising farmers to adopt modern irrigation methods, under
the project for "converting to modern irrigation systems"
which the ministry is implementing.

The exhibition was accompanied, thanks to sponsoring
by Alkhorayef, by the first Syrian conference for agriculture
and food, held at the Meridian in Damascus. The
conference dealt with a number of issues in regards to
food security, and plant and animal produce, as well as
investment opportunities, development in the agricultural
sector (between reality and ambition), strategies for
agricultural marketing, modern irrigation, and the training
of human resources. Dr. Khaled Shalabi and engineer
Ihsan Bawa'inah, both from Alkhorayef Industry Company,
delivered a lecture which they gave an introduction to
axial irrigation, its efficiency, and its advantages over other
traditional irrigational methods.
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Training Course in Cairo

Al-Khurayef Company established a training course in
Cairo to a number of its employees including: Mohammed
Masa’'dah, Mahmood Subhy Al-Gholah, Balashandar
Gurunathan and Mohammed Salamah Mohammed. They
were trained in theoretical and applied skills for the use,
operation, maintenance and troubleshooting of electrical
submergible pumping systems under the course which
commenced last December and lasted seven days.



A Farewell Party for Alshihri j

Afarewell gathering was held for our colleague Mohammad
Mar'i Al-shihri, the supervisor of public relations. The occasion
was well attended by the employees of Alkhorayef companies
lead by their excellencies (Saad Alkhorayef, Mohammad
Alkhorayef and Bandar Alkhorayef), as well as heads of
sections. Mr. Saud Al-swailem delivered a speech at the event
on behalf of the company, and an honorary plaque as well as
a gift was presented to Mohammad Al-shihri by his excellency
Saad Alkhorayef. His colleagues at the department also
presented him with a special present, which was handed to
him by Mr. Saud Al-swailem on behalf of the rest.

Certificates of Recognition to Al-Khorayef Commercial
Company from Kuwait Oil Company

Kuwait Oil Company have bestowed
el certificates of recognition to Al-Khurayef
Commercial Company for the successful
completion of Million Kilometer Drive without
any motor vehicle accidents from April 2006

/'.ﬁ'i"' to April 2007. In addition to accomplishing
¥ one year of safe work without any accidents
from June 2006 to June 2007.
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Alkhorayef is the Only
Company to Serve the
Complicated Pumps in
the Kingdom

The Riyadh sales section was the section that alkhorayef
started with originally, for securing orders for submersible pumps.
Starting around 1982, It began with the securing of submersible
pumps for the Salbukh and Albuwaib fields at high temperatures
(67 centigrade) and great depths (1700 meters) for each well.
The production capacity of these pumps was 900 gallons per
minute with a total lift capacity of between (1500 - 1700 feet) for
each pump.

The pumps provided by Alkhorayef at the time had helped in
covering a huge percentage of water consumed by the capital
(35%), water provided by the water and sewerage authority at the
time — known as the General Administration for water in Riyadh,
at present. The rest of consumable water (65%) was provided
by the General Establishment for desalinizing water (Aljubail
complex). The percentage of water secured by the company
was no less than 22% of the 35% mentioned. This situation
continued, and Alkhorayef eventually became the only company
enjoying the confidence of the water authorities in Riyadh for
securing this type of pump with all its attachments (such as the
1000 amps transformers, control boards, stainless steel tubing,
submersible drivers, etc.) Until to day, Alkhorayef regards itself
an essential partner of the General Administration for water in
Riyadh, something that clearly points to the fact that the company
cares greatly for the citizen and the resident through securing
clean water for them. Alkhorayef has also taken part in securing
this type of pump for a number of other users in places where
there is a huge concentration of residents or workforce (including
1-The General Establishment for arms manufacturing in Alkharj
2-King Khaled Airport 3-Charitable water projects 4-The National
Guard. The company has also helped in providing these pumps
for palaces and royal farms, in areas around Riyadh. Alkhorayef
is the only company, even up to now, that can service these
kind of pumps (which are very complicated) anywhere in the
Kingdom. All other companies have the right to import these
pumps but when service is needed it is sent to the manufacturing
country, or a country where a branch is found. m
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Finding a Niche in a
Crowded Market.

One of the challenges for oil producers when demand and prices are
high is optimisation of existing production assets, particularly in offshore
fields where the cost of new drilling is prohibitive. Many offshore fields
use gas lift as the preferred form of artificial lift, but depleting reserves,
water encroachment and other formation problems often result in the
wells underperforming or simply going out of production.

Typically ESP’s are a good alternative for optimisation of a failing
gas lift well but as with the prohibitive cost of drilling, the cost of
offshore intervention for a work-over rig to service and ESP problems
is too high for operators to contemplate. Not only are work-over rigs
expensive but they are rarely available on demand.

So typical response to the salesman’s question: “why not convert
your gas lift to ESP?” is that the cost and availability of the rig means
that pumps do not make economic sense even when the incremental
increase in oil production resulting from optimisation is taken into
account.

For WSP this is a challenging question and we faced it in our early
visits. But for every problem there can be a solution and for Petronas
we concentrated our sales effort on delivering an integrated solution
to deliver an incremental increase in production for them. Trying to
sell ESP systems was not a viable strategy, even though Petronas
have hundreds of offshore wells that would benefit from and ESP
programme to optimise their production. Simply there was no demand,
Petronas management and engineers had grown up with gas lift and
for them it was the only form of artificial lift that made sense.

WSP International sales group embarked on a programme to
change their mindset, not only sell the potential increase in production
that would result from ESP installations but also provide the means
whereby the issue of the cost and availability of the work-over rig
was eliminated from the equation. We proposed installing the ESP’s
after scheduled work-over with ‘Coil Tubing’. Coil tubing equipment is
mobile, can be quickly deployed and is available at a fraction of the
cost of an offshore rig.

After more than a year of effort, numerous presentations and
almost daily input we have gained technical approval from Petronas for
the installation of an ESP on the Tembungo Platform offshore Eastern
Malaysia, Sarawak (Borneo lIsland) using coil tubing deployment.
Currently the timetable is for the installation to take place after the
work-over plan is completed for 6 wells on the platform in July 2008.
This technical approval has been won in spite of stiff competition.

We believe that Coil Tubing expertise and the experience to offer it
to our customers will provide us with an additional option for our sales
efforts. Our colleagues in Saudi Operations have already seen interest
from ARAMCO for Coil tubing systems, and as long as oil demand
continues to rise and the cost and availability of rigs continue to be an
issue there will be a ready market for this and other alternative forms
of ESP deployment. m
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Alkhorayef
Pumps,
Continuing
to Run at Full
Power

Rlkhorayef Factory for Western Submersible
Pump (WSP) can take any Project

This past year has seen Alkhorayef Group
continue to excel in the field of engineering
and precision manufacturing. The Group is
constantly developing its capabilities, both
in terms of machinery and, more importantly,
in terms of skilled human resources. Here
we shed light on some of the advancements
and developments witnessed by various
components of the Group, especially those
sectors that manufacture pumps and related
equipment.
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Alkhorayef Petroleum Company Limited (AP), one of
the many companies of Alkhorayef Group, has 2 principle
manufacturing and repair facilities located in the Eastern
Province of Saudi Arabia:

WSP, an integral part of AP

Alkhorayef Petroleum Company (AP) is one of the leading
companies that provide equipment and services to the oilfield
industry in the Kingdom of Saudi Arabia, as well as Kuwait,
Oman, Qatar, Yemen, Libya, Iran, Sudan and other countries
since 1982. Committed to quality of customer service, investment
and continuous improvement of facilities, the company ensures
that the latest technology related to product performance,
equipment testing and well testing is available to its clients in
the Middle East.

The philosophy of the company and its goals are unique
in the submersible pump industry. Through its WSP factory for
Electrical Submersible Pumping systems, AP is continuously
providing innovative techniques with quality products and
services to its customers, aimed at lowering operation costs
of submersible equipment while at the same time improving
overall run life through field and shop maintenance processes
and development.

A strong partnership

Together with its WSP (Western Submersible Pump)
factory and its suppliers, AP boasts a powerful combination of
product design, quality, comprehensive support in the field and
workshop, and finally total commitment to this very specialized
industry.



WSP has established a strong relationship with suppliers and
manufacturers who can supply down hole and surface Electrical Submersible
Pumping systems to different countries. The equipment supplied is equal
to any western standards because they are manufactured under the strict
quality and inspection controls, and specifications of the company. The
factory can manufacture systems that are compliant to both the ANSI &
European standards.

WSP believes that long-term predictive maintenance, quality of service,
personnel and combined efforts of effective cost reduction, should be the
ultimate goals of both the WSP and AP.

More about WSP:

The WSP factory has been transferred from Riyadh and has started
production in its new premises since 2006. The new factory is located in the
second industrial city of Dammam.

Currently the factory covers 15,000 square meters, 10,000 of which are
dedicated to Manufacturing while 5,000 squares meters are dedicated to
repairs.

The factory which has a total production capacity of 5,000 pieces per
year, consists of the following departments:

* Customer Service

+ Materials & logistics

* Engineering

* Quality Assurance and Quality Control

» Warehouse

» Machine

» Motor Winding

* Assembly

* Inspection & Test (Horizontal & Vertical)

Western Engineered
Pumps and Components
(WEPCO), one of

very few foundries
worldwide, which
carries out reengineering
and manufacturing of
components for valves,
pumps and compressors.
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+ Sandblasting & Corrosion Coating

» Surface Equipment

Also worth noting in this regard is that WSP has been a
certified 1ISO 9001-2000 factory, since 1996.

Numerous WSP products

The factory is continuing to boost its manufacturing
capabilities, and WSP is now fully equipped to manufacture or
supply the following products:

Multi-stage electrical submersible centrifugal pumps
with stages constructed of Ni-Resist (high nickel chromium)
metallurgy for dependable performance in corrosive or abrasive
environments. Pumps are suitable for pumping oil, water or
brine.  The pumps manufactured have capacities that range
from 400 to 39,000 barrels of fluid per day, and diameters
ranging from 3.38 inch to 9.5 inch.

Electrical submersible motors (three phase, squirrel cage
induction type) designed to operate in temperatures up to 162
degrees centigrade.

Seals (Protectors) that prevent fluid ingress to the motor,
allow for oil thermal expansion, and absorb pump axial down
thrust. The Seals are designed to operate in temperatures up to
162 degrees centigrade.

Gas Separators with abrasive resistant tungsten carbide
bearings and sleeves, which come in different sizes.

Motor Lead Extensions (MLEs) are available either as an
EPDM standard with Nitrile Jacket and Galvanized armor, or an
EPDM with Lead Sheath jacket and Monel Armor nomenclature
for harsh applications. The MLEs also come in different lengths
and sizes.

* Switchboards.

* Variable Speed Drives.

* Motor Controllers suitable for Switchboard and Variable
Speed Drive operations.

WSP can also provide a vertical test well which has the
capability of testing complete strings of Down Hole equipment
and conduct full load tests on surface equipment. The well is
250 feet deep and has a closed loop which allows for ejecting
fluid to surface and re-circulating it back into the well.

WSP Products has its advantages:

Buying from WSP gives the customer the following
advantages:

Total commitment by AP.

Full in-house Engineering and R&D capabilities as well as
partnering with leading universities inside the Kingdom (KFUPM)
and outside (Tulsa University).

Overall reduced operating costs

Quality Services — for testing new, repaired, or used pumps,
with testing performance curves furnished with every test.
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Inventory Management — Storage.

Continuous quality processing, with the 1ISO 9000 (Total
Quality Process) put in place.

Training for both application engineering and field
operations

Experience, with well established operations in Saudi Arabia,
Kuwait, Oman, Yemen, Libya, Iran, and Sudan.

Strong technical support.

Providing of operating reports, as well as (Measured
Performance Reporting). The factory also has an extensive
Data Base.

Ability to design and manufacture machine parts.

A portable (Well Test Unit) for testing wells, evaluating new
wells and developing them. The unit comes complete with ESP
equipment, and is available for short or long term rentals.

High points at WSP in 2007:

Finally, the major achievements at WSP for the past year
include:

-The designing and supplying of the factory’s own three
compartment switchboards, FSD Skids and VSD Skids.

- Designing and testing of its own Motor Controller.

- Applying for a patent for a new cooling system for its

- Producing more than 5,000 pieces; this represents an
increase of 58% over 2006.

- Increased cooperation between the factory and Western
Engineered Pumps and Components (WEPCO), its sister
factory. WSP has started using the skids units produced by
WEPCO specifically for it.

WEPCO, a sister factory of WSP

According to the General Manager of operations at WEPCO
(Western Engineered Pumps and Components), Chris Barker,
2007 was a significant year for him personally. He joined the
WEPCO foundry in February 2007, after serving for 11 years
with his previous employer based in the UK where he had been
involved with engineering manufacture and services throughout
his working life, and spent the last nine years in various
management roles. He feels that in accepting a position with
Alkhorayef, he was fortunate to had been given the opportunity
to join an organization that would allow him to use his experience
and further his career goals.

According to the General Manager, in terms of development
it is still early days for the WEPCO business, however, it is
important to recognize that WEPCO is one of very few foundries
worldwide that possess the ability to produce castings in the
high grade (duplex & super duplex) range of stainless steel.
In addition, WEPCO has a strategic advantage of being the
only stainless steel foundry located in the Middle East region.



The basis of the production procedure relies on leading edge
technology to capture information that is subsequently used
throughout the production process, resulting in the production
of highly accurate cast components for pumps and rotating
equipment.

Recently, significant progress has been made in a number of
areas where the company had earlier suffered some deficiencies.
The emphasis has shifted now towards fully utilizing all the
factory’s resources to maximize the original concept of the
investment. The necessary adjustments included identifying and
recruiting key personnel with the skills and knowledge required
to understand the technical aspects and the functionality of the
production process. And, according to Chris Barker, they are
now experiencing the benefits of these additional resources.
This has reflected positively on performance, delivery schedules,
and quality of product which is now meeting the expectation of
the customer.

Confidence indeed, has been building steadily in WEPCO
products with the company experiencing increased orders and
enquiries from various directions while it continues to challenge
its own ability to produce evermore complex castings. For
example, recently WEPCO was tasked with the manufacturing
of a split pump casing for ARAMCO Ras Tanura Refinery
(fire water pump); the manufacture of this item is a unique
achievement for Alkhorayef as the casing was the first of its kind
to be cast and supplied within the Gulf region.

Reflecting on future developments, the General Manager
says that the coming year will see the introduction of a
machine shop facility with the primary function of supporting
the manufacture of castings. The machine shop investment will
complete the manufacture cycle and offer enormous commercial
benefit to the business. Additionally, this new facility will enhance
quality control and delivery schedules. Other new units added
by WEPCO include a recently developed fabrication department
that is now manufacturing skid units for WSP. The commitment
to undertake this project, and others, was only possible because
of the strength, flexibility and team work shown by all working
for WEPCO. These values, says Chris Barker, will be the key
to the future success of the business, as WEPCO continues
to develop into a highly profitable contributor to the Alkhorayef
Group.

High Speed Turn Around on Spare parts

Every end user of almost any equipment today, faces the
same problems when sourcing original equipment spare parts,
particularly legacy parts from anywhere between 5 and 50 years
ago (parts from old manufacturers that are now absorbed into
larger companies). These problems include:

* OEM unwilling to quote and supply.

* Extremely long delivery times when they do supply.

» Exact duplicate parts not available unless high premium
is applied.

» Material upgrades not available.

+ Extremely high prices for parts.

However, by using state of the art equipment, WEPCO has
been able to get around these problems, and provide spare parts
to its customers within acceptable lead times, and at acceptable
prices. The quality of these parts meets specifications, not
only for dimensions required but also for customer material
selection.

To achieve this, WEPCO has been deploying Contour
Probe Laser Scanning (capturing 22500 points per second) and
Point Probe scanning techniques, allowing for the capturing of
an exact replica of the part(s), electronically and as 3D models.
This information can then be quickly modified as necessary to
meet the customer’s requirements. Be it increasing thickness,
diameter, changing material, recreating (as design components)
from significantly worn out parts, or even a direct replication of
the part, the technology provides efficient and effective tools to
meet the demands of even the most difficult applications.

3D Models constructed by computer
On the other hand, Parametric Modeling allows simple and
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easy creation of similar parts from an existing part model and
with minimal effort. In addition, 3D model assemblies allow the
customer to fully visualize any changes suggested or requested
and allows the engineers to check designs, limits and fits to
ensure all parts produced are correct first time.

Then, after the creation of the 3D models of the component
parts, as the General Manager explains, manufacture of the
casting is supported by a state of the art 5 axis advanced
(material milling machine) which can either cut wooden patterns
or sand molds from the 3D models produced, and as such can
reduce process steps and delivery lead times. The process uses
the trademarked “Pattern-less” process which allows casting
directly in the cut mold.

Software and Hardware that cut delivery times

Various software and hardware is available to meet
the demands and requirements of different operations. For
example, Power-inspect, Scan-works and Poly-works are
used for information gathering, while Rapid-form, Solid-works
and Power-shape can be used for modeling, component re-
engineering and (redesign and preparation) of drawings.
Meanwhile Power-mill is used for CNC tool-path simulation and
CNC programming, combined with a portable CMM arm, Point
Probes and a Contour Probe laser scanner.

Worth noting is that the full system of arm, probes and
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software is portable, and therefore allows information to be

gathered anywhere in the world as required. Information
gathered and data captured can immediately be sent back
to the factory from a remote site, which allows work on the
part(s) to begin even before the engineer has left the site. The
technology and skills available, allow WEPCO to significantly
reduce delivery lead times compared to (usual delivery times
for) OEM parts, in some cases from 12 months to 8 weeks, and
offer advanced material solutions for even the most arduous
applications.

WEPCO has shown that, when state of the art technology is
combined with a comprehensive suite of conventional metrology
equipment and extensive engineering knowledge base, it can
undertake almost any re-engineering assignment quickly and
efficiently. And in conjunction with WSP it can take on any
project inside or outside the Kingdom. The Khurais project is
a very good example of the ever increasing need for the high
quality products of Alkhorayef Petroleum Company.

KHURAIS project, there is always need
for submersible pumps

On the 13th of September 2006 Alkhorayef was awarded
100 percent of the Saudi Aramco Khurais Project for the
supply, installation, commissioning and maintenance of 236
Electrical Submersible Pumps. The contract is for 5 years, with
another possible 2 years of extension. It is the largest Electrical
Submersible Pump contract ever awarded by Saudi Aramco.

The first 2 years of this contract is for the supply, installation
and commissioning of the 236 complete Surface and down-hole
systems while the remaining years are for maintenance. By the
end of 2007 Alkhorayef would have delivered 134 complete
down-hole systems with the remaining 102 to be delivered by
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end of the first quarter of 2008. Over 30 of these down-hole
systems will be installed and commissioned in 2007, while
the remainder will be installed and commissioned before the
end of 2008. All 236 surface equipment skids (Transformers
and Variable Speed Drives) will be delivered, installed and
commissioned by the beginning of 2009.

A Project team from 6 countries

Huge manpower resources are needed to implement
such a project. And according to Abdulsalam Al-aini, GM for
ESP Saudi, Alkhorayef Petroleum Company has assembled a
special team to implement the different phases of this project.
The team is led by Abdulsalam Alaini, and the following are key
team members:

Engineer Abdulhaq Baflah - Khurais Project Manager

Engineer Samer Khalid - Surface Equipment Manager

Abdulaziz Al-Qahtani and Mofarih Al-Zahrani — Operation
managers

The project team leaders are supported by highly qualified
application engineers, field service engineers, crew leaders/
supervisors, senior and junior technicians, and finally crew
members who are extremely dedicated to this project. These
team members are from 6 different nationalities, and there is
special emphasis on training and recruiting well qualified Saudis.
A huge field service facility and camp have been constructed on
the Khurais Project site that house more than 60 people.

The project is receiving unlimited support from the top
management at APC. Abdulsalam Al-aini, GM for ESP Saudi,
sees the visit on November 27th 2007 by Sheik Saad Alkhorayef-
CEO, to the Khurais site, as well as Mr. David Henderson-
APC president, Mr. Saud Al-Swailem- HR Director, Mr. Fahad
Al-Mutairi- IT Director, and Mr. Haseeb Hafeezuddeen- APC
finance Director, as just another example of this unfading
support. This is not surprising, especially in view of the intrinsic
part field operations play in the activities of Alkhorayef Petroleum
Company.

Field operations, an intrinsic part of
Alkhorayef Petroleum Company

The Field Operations Department at Alkhorayef Petroleum,
supervises all activities regarding the installation of ESP
(Electrical Submersible pumps) equipment on site. This includes
initial inspection and commissioning, however the services
of the department continue well beyond that with periodical
maintenance of the systems, and any necessary repairs carried
out at its workshops attached to the sites.

Mufarreh Alzahrani and Abdulaziz Algahtani report:

The responsibility of converting the well worked out plans
and strategies at AP, into reality in the field, lies squarely on
the shoulders of the teams working on site. And because these
teams, comprising of highly qualified engineers and skilled
workers, is in direct contact with the customer, AP has attached
great importance to choosing human resources carefully, and
train them thoroughly in order to maintain the quality it aspires.

This interest in training and choosing carefully, has
developed the company within less then two decades from a
relative beginner in basic maintenance of water pumps, into one
of the biggest companies anywhere in the world, that supports
oil exploration activities. As a result, it is winning contracts to
carry out some of the biggest projects worldwide to secure high
quality pumping systems and services in the field.

Specialized working stations

To this effect the company has set up specialized working
stations on the site of each project, that contain workshops
fully equipped with the latest technology, as well as safety
equipment, and the living quarters of the project team. The living
quarters contain, amongst other things, recreational facilities, a
restaurant, and all necessary amenities that help to maintain a
healthy and happy environment for all working on site.

The management at AP has proven, by winning so many
major contracts, that it is on the right track of meticulous planning
and high performance in the filed. This, God willing, will be the
key to greater success that will take the company to the very top
of the oil industry, both locally and internationally.m
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Khaled Al-Shamry

The True Treasure

In Al-Khurayef Petroleum, we are careful that
our industrial operations, our constructing and
running of it then getting rid of its waste along
with the operations accompanying this process
are supporting the environment, preserving it from
pollution. Hence, our employees are being trained
since the beginning of their work in an appropriate
way for their environmental responsibilities that
relates to their field of work.

The system of environmental management in Al-
Khurayef corresponds with the needs of the world
criteria organization in this matter (ISO 14001: 2004).
Our commitment to preserving the environment is the
core of our special philosophy to manage our work.

We consider our employees a true treasure; Al-
Khurayef is concerned during its work on locations
for the health, safety and providing proper conditions
to its employees, visitors and other people that may
be affected by its activities. Those may include its
clients, contracting companies and the audience in
general.

Al-Khurayef strongly believes in the philosophy
saying that all accidents can be avoided; and that
the lack of these accidents is its aim in the end. We
encourage the health and safety culture in all our
locations around the world by spreading aninteractive
stimulating orientation. The administrative team is
responsible for avoiding all events and accidents.
They are also obligated to question during events
and those close to being called “events” which occur
in our locations by preparing immediate plans to fix
situations so stop them from happening again.

Our health and safety system coincides with the
needs of criteria (OHSAS 18001) and with currently
legal demands. Its details are spread over to all our
employees and others who might be influenced by
our activities. m
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Magdy Kirolos
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Striving for Excellence

Good is no longer good enough, The twenty-first century
manager must continually strive to achieve excellence. That
goal applies to all management activities, from selling products
and services to managing people, from using financial statistics
to the vital necessity of effective leadership. Whatever you are
doing, no matter how well you are doing it, can be done better
still.

Creative people have always known this truth and have
spent their lives pursuing perfection. They understand that the
pursuit of excellence in all areas of life is endless, and that
each advance sets the stage for the next.

We believe that we have huge challenges ahead of us to be
one of the best service provider in the Middle East and North
Africa regions. We are in the right track in the right investment
of our human resources capital. In order to get the maximum
out of our investment, we need to promote error free culture
and no blame culture as well.

No blame culture will help in improving ourselves in all
business activities and communicating without barriers.

Part of ourinvestmentin our human resources is training and
continuous learning. We started the competency assessment
program to fill gaps and to plan for improvements including the
provision of training courses to boost our understanding and
to share experience.

Also, we released the activation of our service quality
plan by having service quality coaches at each country and
location.

We are working to standardize for all service tooling,
meters, auxiliary equipment, and safety gears. We are doing
the same for paper products in order to create a common
understanding and to establish history record covering the run
life of our equipment in different conditions and applications.

We are pushing QHSE to be a way of life rather than things
you must do.

All of these goals can not be achieved without our team
work spirit and the common understanding that every person
is a responsible manager in his place in order to do his job
right from the first time and striving for excellence.m
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Kamal Alwakeel

Alkhorayef Petroleum
Boosting Reputation and
Preserving Interests

In spite of the existence of public relations thousands of
years ago, its advent as a prominent landmark with defined
rules and principles, was not achieved until recently as the
need for it increased.

Public relations have witnessed the birth of an identical
twin, identical to it in meaning, but different to it in medium and
name. He is called “the government relations man” whose job
it is to coordinate between a particular establishment and the
governmental entities it deals with. The aim is to solve issues
and finalizing procedures that are sticking points between the
two sides, and hopefully in doing so increase confidence and
connection between the two. This ultimately serves to benefit
the state and its citizens.

Government relations have come to play a significant
role in every public establishment, especially as a means
for connecting between the lawmaker and those who have
resources, in an effort to serve public interest.

Government relations should be a duty carried out by
all, as it touches various government departments, and
has a vital and direct influence on the relationship between
them. Even more, it is one of the most meticulous jobs in
any establishment because it represents a special skill
for communicating with individuals and with groups, and
is used to either influence them or be influenced by them.
Establishments use government relations to influence various
government departments through clarifying to them its goals,
and through upgrading services provided to them.

On the other hand, these establishments have to reinforce
their image and preserve their interests through respecting
the regulations of the different governmental departments.

We at Alkhorayef Petroleum are very keen to boost the
reputation of the establishment and preserve its interests
through respecting these regulations and via the efforts put in
by the personnel at government relations who possess those
qualities we mentioned before, qualities which are trying to
develop through special training courses that we hope will
uplift standards to a level desired by those in charge of the
company. m
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Meaning of Time, R&D and
Future of our Business.
My Personal Digressions...

‘Time has a different meaning in the Middle East’ | heard from
everywhere, when two years ago have made the decision to move
and work here. | have refused to acknowledge this. Coming form
fast paced automatic and control industry | could not imagine, that
the most demanding industry like the petroleum industry is, can
afford any waste of time.

| was right — the owners of Al Khorayef Petroleum, the President
and General Managers are treating it as business anywhere else in
the world.

The task is tremendous: APC is starting in the territory where
the competition is for years and has well established name. We are
‘the new kid in the block’ and have to come up not only with better
pricing, delivery and quality, but with a newer and more advanced
design and technology of our product.

APC is continuously investing in people and Research &
Development programs.

Building teams of highly professional and skilled personnel
guarantees highest quality of our product. It takes time to assemble
a team, but when it is done, the outcome is splendid. Multinational,
multicultural teams are bringing to the work place all the best from
their expertise.

R&D programs are expensive and time consuming. Development
of new product it is not only a bright idea, design and prototype.
When the production starts all details and glitches have to be ironed
out. It has to be a market for the new product and approval process
can kill any project. Despite all of that, in the last two years we
have developed our new Motor Controller called Westronic Motor
Controller and has filed for Patent on Temperature Control System
and Methods. We have designed our own line of Fixed Speed Drives,
and Variable Speed Drives called PowerSpeed using the latest in
electronic technology to mitigate harmonics in the power system.

There are still few ideas on our ‘to do’ list. This year we will put
stress on R&D of Permanent Magnet Motors and development of
our own Web based Global Well Monitoring and Control System for
our customers.

APC is trying to engage King Fahad University of Petroleum &
Minerals in our activities — to help us speed up our developments
and to train future engineers more closely to required skills needed
in their future career.

So many ideas so little time.

My point is: for sure ‘The Time has a different meaning in Middle
East’ — we just do not have enough of it, but we have to catch with
the fastest and most advanced leaders of the industry.

And | think we are doing a pretty good in this race! m
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Saudi Working Policy English Course
Mr. Abdurahman Abduallah Al-Qahtani and Mr. Megbel Al-Oteibi has completed
Mr. Kmal Yussif Al-Wakeel succeeded in and English course (first level) from
the training course prepared by the training the Khaleej English Institute. This has
> center in the industrail and trade chamber been in the General Administration for
Abdurahman  Kmal A-wakeel 1N the Eastern province under the title: "The Education of the Eastern Province with
Al-Khathany Saudi Working Policy". a very good grade.

136 Hours of Study

Mazen Bin Mkashen, Nader Al-Abssy, Mohammed Al-Shateri and Mufreh
Al-Zahrany have all achieved a certificate from the school of Applied
Engineering , a subsidiary of AlKhourayef Petroleum Company for their
completion of 136 hours of study. They studied applied exports and theory
Mazen Bin Nader Al-Abssy Mohammed Mufreh for application, administrating, maintainaning and oubleshooting the
Mkashen Al-Shateri Al-Zahrany Electrical Submergial Pump Systems held in Cairo in August 2007.

Condolence

HR Dept expresses its grief and condolences for the death of the Mother of our
colleague Mohamed Ibrahim Adam Sales Engineer at ALC Co. Buridah branch who
passed away at last week in Sudan. God rest her soul.

Condolence

HR Dept expresses its grief and condolences for the death of the Mother of our
colleague Nasraddin Hassan osman Sales Engineer at ALC Co. Wadi Branch who
passed away at last week in Jeddah. God rest her soul.

Condolence

HR Dept expresses its grief and condolences for the death of the Brother of our
colleague Hassan Yalam Sumidaa Administrative Clerk at AGC who passed away
on Sat. 05/01/2008. In Yemen. God rest his soul.

Condolence

HR Dept expresses its grief and condolences for the death of the Father of our
colleague Sher khan Driver at ALC Co. Riyadh Branch who passed away at ten
days ago in India. God rest his soul.

Condolence

HR Dept expresses its grief and condolences for the death of our colleague Yahya
AlSa’eed, Accountant in Alkhorayef Petroleum Co. God rest his soul.
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