the Yastreb rig, the world’s largest land-based drilling rig.
Overall, the Chayvo field reached its peak production rate
of 250,000 barrels (34,000 metric tons) per day in February
2007 after an on-schedule startup in October 2005. The
Z-11 is the 17th ERD producing well to be completed as part
of the Sakhalin-1 Project. It was drilled in 61 days, more
than 15 days ahead of schedule and below expected cost
with no safety or environmental incidents.

Since the first Sakhalin-1 well was drilled in 2003, the
time required to drill these world-class wells has been
reduced by more than fifty percent. When compared to
industry benchmarks, Sakhalin-1 wells are the world’s
fastest drilled ERD wells.

“Exxon Mobil, through the operatorship of Exxon
Neftegas Limited, is pleased that the Sakhalin-1 Consortium
achieved this record-setting milestone,” said Neil Duffin,
president of Exxon Mobil Development Company. “Our
consortium is committed to the continuing development
of the Sakhalin-1 Project which will require significant
investment, planning, execution, operating expertise and
the employment of leading-edge technology.”

The project team applied ExxonMobil proprietary
technologies, including Integrated Hole Quality (THQ)
technology and the Fast Drill Process, to deliver
the Z-11 well.

“The physics based modeling and experimental
validations of our IHQ technology allowed us to successfully
design and drill the Z-11 said Steve Cassiani, president
of Exxon Mobil Upstream Research Company. “With this
technology we were able to take into account a broad range
of interdependent design variables including rock strengths,
stresses, and wellbore hydraulics to successfully drill
this well”

Used in conjunction with IHQ technology was an
optimization process called Fast Drill, which is a unique
energy-based analysis tool and work process that allows
rig site and drilling engineering personnel to maximize
performance in every foot of hole drilled.

The Sakhalin-1 Project will bring significant economic
benefits to Russia including over US$50 billion in direct
revenues to the Russian state, major infrastructure
improvements, technology transfer and the supply of
natural gas to customers in the Khabarovsk Krai in the
Russian Far East. Notably, over 80 percent of the Sakhalin-

1 Project drilling rig operators are Russian nationals and
project contract awards to Russian companies have reached
approximately US$3.8 billion.

Exxon Neftegas Limited (30 percent interest) is operator
for the project, which includes the Japanese company
Sakhalin Oil and Gas Development Co. Ltd., (30 percent);
affiliates of Rosneft, the Russian state-owned oil company,
RN-Astra (8.5 percent), Sakhalinmorneftegas-Shelf
(115 percent); and the Indian state-owned oil company
ONGC Videsh Ltd. (20 percent).

CANARGO: MANAVI TESTING
CONTINUES IN GEORGIA

CanArgo Energy Corp. on Monday provided an update on
its operations activities in Georgia, in particular the ongoing
testing operations on the Manavi M12 well.

An initial acid stimulation program has been completed
on the M12 well, located on the potentially significant
Manavi oil discovery in eastern Georgia. The operation
was performed over a 564 foot (172 meter) interval
consisting primarily of Cretaceous limestone where the
best hydrocarbon shows were observed during drilling. On
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KOMMNMAHNA CANARGO NMPOBOAUT
NMPOBHOE bBYPEHUE HA TPY3NHCKOM
HEDPTAHOM MECTOPOXXAEHNN
MANAVI

Komnanus CanArgo Energy Corp. BO306HOBUIIA GYPUIIBHBIE PAOOTHI
B 'py3uy, i€ IPOBOAUTCA UCIIBITAHUE CKBAXXKUHBL Manasu M12.

B 3101 CKBAKMHE, PACIONOKEHHON HA NOTEHIIUAILHO
HE(PTEHOCHOM MECTOPOXIEHNH MaHABY B BOCTOUHOH ['py3un, 6bUI0
IPOU3BEAEHO POOHOE CTUMYIMPOBAHUE IIPUTOKA C HOMOIIBIO
KUCJIOTHOH 00paboTku. Onepanus NpoBOAKUIach Ha INTyOUHE
564 ¢yToB (172 METPOB) B IOPOJIE, COCTOAMEH TPEUMYIIECTBEHHO
U3 MEJIOBOTO U3BECTHAKA. IMEHHO B 3TOM CJIOE OBLIN IOTYYEHbI
ONTUMAJIbHBIE IPOOH YINEBOAOPOAA. [Toce CTUMYINPOBAHYS,
IPOBOJUBIIETOCA C HOMOIIBIO KUCJIOTHON 06PA6OTKH MO HU3KUM
JABJICHUEM U KOJITIOOMHIOBO YCTAHOBKH, HA CKBAKUHE 32011
orran, matomit 46 6appenett xkuakocty B yac (1.104 6appencit
B JICHb) CO 3HAYUTEILHON IIPUMECHIO T'a3d. HemocpeACTBEHHO
HEPEJ HauajIOM IIPOLECCA JABICHUE B CKBAKUHE ObLIO YBEIUYEHO,
pUGIM3UTEBHO, /10 1.600 (hyHTOB/KB. /1108MOB (110 6apOB).

B Teuenue 12 4acoB U3 CKBAKUHBL OCTYINNO 402 6appesd XUAKOCTH,
COCTOALIEH U3 TEXHUYECKOTO PACTBOPA U PEATEHTOB, IIOTMMEPHOIO
6ypOBOro pacTBOpd, He(TH U ra3d. MAKCUMAJIbHOE COAEPKAHUE
He(TU B KUAKOCTU — 6oiee 50%.

OpnHAKO 3aTeM IPUTOK HE(PTU NPEKPATUICA. 3 3TOro ObLI CAieNaH
BBIBOJ] O TOM, UTO HOBPEK/IEHUE ILIACTA HE MOKET ObITh YCTPAHEHO
IPOCTBIM CTUMYTUPOBAHUEM. 1151 BO30OOHOBIIEHUS ECTECTBEHHOTO
IPUTOKA IIPUJETCA IPUOETHYTD K H0JIEE MOIHOMY OOOPY/I0BAHUIO
U BbI3BATH I'MIPABIMYECKUI PA3PHIB ILUIACTA, COMPOBOXK/IAA ETO
KUCJIOTHOH 00pabOoTKOM. B poueM, BEPOATHOCTH TOIO, YTO IPUAETCA
NPUOETHYTH K HOZOOHOMY METOZY, HUKOIVIA HE HCKJIIOYAIACD.
[TOCKONBKY (POHTAH B CKBAKUHE UCCAK, 4 B 0OPATHOM IIOTOKE OBbL
06HApy:KeH OypOBOI1 PACTBOP, OUEBUJIHO, UTO TaM 0OPA30BAIACH
34KYIOPKA, ITIABHBIM 06PA30M, U3-32 IPOHUKHOBEHUSA GYPOBOTO
pacTBopa. bypeHue mokazano 3pPeKTUBHOCTD UCIIONb30BAHUSA
KUCJIOTHI /1 BbI30BA IIPUTOKA U OATBEPAUIIO HAIMYUE HE(DTU B
MeCTOpOxAeHNH. OFHAKO HEOOXOAUMO JONOIHUTEIBHOE JABICHUE
JU1s IPOHUKHOBEHUS YePE3 MOBPEXK/ICHHBIH IIACT U YCTAHOBICHNUS
HOCTOAHHOI'O IIPUTOKA U3 HEIOBPEXKACHHON 30HBL

B Hacrosmee Bpems B Ipy3sun HET 060PYLOBaHUsA, HEOOXOAUMOTO
JUIA IPOU3BEEHHA THIPABIMYECKOIO PA3PbIBA, M KOMIIAHUU NIPUAETCH
NPUOETHYTh K YCIYIAM BEAYIIUX IPOU3BOAUTENEN IIOFOOHOTO
060pYOBAHUSA /11 CTPOUTENBCTBA YCTAHOBKY HA CKBaXnuHE M12
B KpAT4aHIIHE CPOKHL.

Eme ogna BplmKa CanArgo pacIIoKeHa Ha CKBakuHE Kymucu Nel.
DTO NOMCKOBAA CKBAKMHA, HAXOAAWIAACA Ha MEJIOBOM
Ta30KOH/ICHCATHOM MECTOPOX/ICHNHN 3amajiHoe Pycrasu Nelo,
OTKPBITOM €l1ie€ B COBETCKHE BpeMeHd. CeNCMUYECKUH aHAJIN3,
NPOBEAEHHBIN CanArgo B JaHHOM PETMOHE, YKA3bIBAET HA OOJIbIINE
3QIaCHI IJTACTA ¥ €70 XOPOUIYIO IPOAYKTUBHOCTD. MECTOPOXKECHUE
PACIONOKEHO K Iory OT TomIMcH, B HEOCPEICTBEHHOH 6M30CTH
OT NIPOMBIIIIEHHON 30HbI I. PycTasy, TOLI 1. [aprabanu u IOxHO-
KaBkazckoro rasonposoja, BeAymero u3 Azepbariaxana s Typuuio.
Ha cxBaxune 6yaeT NpoU3BECHO IPOOHOE GYPEHUE CKBO3D CJIOM
MEJIOBOI'O U3BECTHAKA, HAYMHAIOMUICA HA IyOuHe 9,845 (hyToB
(oxo0110 3,000 METPOB), U BYTKAHUUYECKUI CJION JUTUIICOU/THOM JIABBI,
HauuHAOmMuiACA Ha ryouHe 10,830 ¢yTos (0Kom0 3,300 METPOB).

B ckBaxuHy B Kymucu 6bl1a CIIyLeHa KOJIOHA U3 7 0OCaIHBIX TPYO,
KOTOpas Obla 3aKperuieHa Ha rryouHe 8,881 (yTos (2,707 METPOB)

B [TAJIEOLIEHOBOM CJIOE, HAHECEHHBIN MEJIOBBIMU U KaDOOHATHBIMU
T'OPHBIMHU IOPOAAMH. B nioHe ckBaxuua OyzeT yriyoieHa o OTMETKI
12,140 dyros (3,700 MeTpOB).

B ckBaxxnHe N52 HUHOTCMUH/ICKOTO MECTOPOXAEHUS,
popy6eHHoi elne B 1987 1, Komnanua CanArgo OCymeCTBIIseT
KaIUTaJIbHBINA PEMOHT. 13 CKBaXXMHBI ObLIO U3BJIECYEHO
6,560 ¢hyToB (0K0710 2,000 METPOB) TIOBPEHKACHHBIX TPYO, IPH ITOM
npepanonaraercs, uto eme 2,300 gyTos (mpubausutensHo 700 METPOB)



stimulation, which involved a low pressure acid squeeze
using a coiled tubing unit, the well flowed back unaided
and produced liquids at rates of up to 46 barrels per hour
(1,104 barrels per day) and a sizeable gas flare. Immediately
prior to the treatment process, the wellhead pressure had
increased to approximately 1,600 psig (110 bars). Over a

12 hour period, the well produced a total of 402 barrels of
liquids consisting of pumped fluid and chemicals, polymer
drilling mud released from the reservoir, oil and gas. The
maximum oil cut observed was in

excess of 50%.

The well, however, did not sustain flow, and it is now
concluded that the extent of the formation damage is
beyond that which can be cleaned using a simple acid
stimulation process, and will require more powerful
pumping equipment to perform a hydraulic fracturing of
the formation with acid, this having always been regarded
as a possibility. As the well was not able to sustain flow, and
as drilling mud was observed in the return flow, it is clear
that there continues to be a blockage in the vicinity of the
well bore and invasion of drilling mud would appear to
be a major factor. The results of the treatment suggest that
acid is the correct approach to opening this formation up
to flow while at the same time has proven the presence
of oil in the reservoir. However, additional pump pressure
is required to fracture the reservoir beyond the damaged
zone and establish communication with undamaged
formation.

Currently, equipment to carry out a hydraulic fracturing
operation is not available in Georgia and the Company
is now approaching the major service companies which
provide hydraulic fracturing services and equipment in
order to get a unit to Georgia to perform this work on the
M12 well as quickly as possible.

The Kumisi #1 well which is being drilled with
CanArgo Rig #2, is an appraisal well to the West Rustavi
#16 Cretaceous gas condensate discovery made in Soviet
times. Seismic data shot by CanArgo indicates a potentially
large structure may be present and test data from the
discovery well indicates that reservoir productivity should
be good. This prospect is situated just to the south of the
capital city, Thilisi, close to the Rustavi industrial complex,
the Gardabani thermal power plant and the route of
the new South Caucasus gas trunkline from Azerbaijan
to Turkey. The well is designed to test the Cretaceous
limestones, the top of which is prognosed to be at a depth
of approximately 9,845 feet (approximately 3,000 meters),
and an underlying volcanic sequence of pillow lavas at
a depth of approximately 10,830 feet (approximately
3,300 meters).

In the Kumisi well, a 7” casing string has been
successfully run and cemented at a depth of 8,881 feet
(2,707 meters) in Palacocene shales, which are expected to
provide a potential cap rock to the Cretaceous, carbonates.
The well is currently preparing to drill ahead and is
expected to reach target depth of 12,140 feet
(3,700 meters) in June.

At the Ninotsminda Field, the workover on the N52 well
which was drilled in 1987 prior to CanArgo’s involvement
in the field is progressing well with over 6,560 feet
(approximately 2,000 meters) of the lost production tubing
having been recovered from the well with possibly as
much as a further 2,300 feet (approximately 700 meters)
of tubing remaining in the well. On recovering all of
the tubing, it is planned to perforate the Middle Eocene
reservoir interval and put the well on production. The well
had never been put into production and is located in the
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THO-TIPEKHEMY OCTAETCA B CKBAXKMHE. [10C/IE TOTO, KaK OCTATKU TPYD
Oy/yT U3BJIEUEHDL, INIAHUPYETCH TPOM3BECTU OYPEHHUE CPELHETO
30LICHOBOTO CJIOSL U 3AYCTUTD CKBAKUHY. DTO CKBAXKHMHA, KOTOPAS
€lIle HY Pa3y He KCIUTYaTUPOBANIACh, HAXOAUTCS B BOCTOYHON YaCTH
HUHOTCMUH/ICKOTO MECTOPOMKACHUS, KOTOPOE TIOUTH HE UMEET CTOKOB
U IOTOMY IPEACTABIISIETCS OAHUM OITHMAJIBHBIM OOBEKTOB /IS
SKCIUTyaTal[{ B CAMOM G/IMKaimeM OyAyIeM.

ROXAR BbINMYCTWUJ1 HOBYIO BEPCUIO
NMPOrPAMMHOI'O OBECIMNEYEHUA ANA

Roxar 06’bABIII O BBITYCKE OCIEAHEN BEPCUU CBOETO POrPAMMHOIO
00€CIEYeHN 110 MOETUPOBAHMUIO Ir'uApopa3prisa FracPerm 2.0.

FracPerm ABJIA€TCA MHTErPUPOBAHHBIM, IPOCTBIM B UCIIOIb30BAHNH
IPOrPAMMHBIM ITAKETOM /I MOAETUPOBAHKA TH/POPA3PDIBA, KOTOPBII
HO3BOJLAET I'€OJIONaM ¥ MHAKEHEPAM 110 U3YYEHHUIO KOJUIEKTOPA
CO31aB4TD ICTANTU3UPOBAHHBIE, HAZEKHBIE KAPTH IPOHULIAEMOCTH,
HCTOMb3YIOMHUECA P CTUMY/IALNY IPUTOKA U UICTOPUU PA3BUTUA
KOJIEKTOPA /11 CHUKEHUA HEOIPEAETEHHOCTH.

Paboras BMeECTE C MOAEIUPYIOMHAM IPOrPAMMHBIM OOECTIEUEHUEM
IRAP RMS, FracPerm 2.0 06'beiUHSET JaHHbIE N3MEPEHUH,
I€0JIOTMYECKYIO CTATUCTUKY U UCTOPHIO, PACCMATPHUBAA UX C
TOUKH 3pEHUA 0OPAOOTKY JAHHBIX; TAKOH HOAXOZ 0OECTIEYNBAET
MAKCUMAJIbHYIO HCHOJIb30BAHUE JOCTYIHBIX JAHHBIX U JAET
BO3MOXKHOCTD OBICTPO ¥ UHTEPAKTUBHO KAYECTBEHHO YIPABJIATD
HOCTPOEHHON MOAEbI0. OCHOBHBIMY yIy4dIIeHUAMY naxeTa FracPerm
2.0 cTanu HOBBII AN3aH, IPOCTOM HHTEP(EFICA, YIPOIEHHDIN
TOPAZIOK PabOTHI ¥ HOBAA CTPYKTYPA NPUIIOKEHMUH, ITO3BONAIOIIAA
paboTaomEMy C HUM MHXEHEPY JIYUIle HHTEIPUPOBATD APYTHUE
NPOrPAMMHBIE CPEACTBA ¥ HACTPAUBATD CUCTEMY «I10f, CEO».

Pyxosogurens Roxar Canpu DcenMonT ormedaet: «<Korga B 2005
rofy maker FracPerm BriepBble MOABUICA HA PBIHKE, OH CPA3y XKe
M3MEHNI OTHOUIEHHUE K MOJEIMPOBAHMIO IMAPOPa3peiBa. Ecm panee
OHO BOCIIPUHMUMA/IACh KAK Y3KOCHEMAIN3POBAHHAA OO/IACTD
IPOU3BOJCTBA, TO CEMYAC ITO IMPOKO NPUMEHAIOMUIC HHCTPYMEHT,
MIOMOTAIOIUH T€0N0TaM, TeOpU3NKaM U BCEU pabOTAOMEN KOMAH/E
JOCTUYb CAMBIX TOYHBIX PE3YIBTATOB IIPU PAOOTE C MOAEIAMU
KOJUIEKTOPQ>.

«Hoas Bepcus — CIEAYIOMMN AT Ha 3TOM Iy TH. [IOCKONIBKY
POJIb I'H/IPOPA3PbIBA POJOIIKAET PACTH, OCOOEHHO C YUETOM TOTO,

YTO JIBE TPETU MUPOBLIX JOKA3dHHBIX 3211ACOB JIEKUT B OONACTAX,
KOTOPBIE PACCMATPUBAIOTCA KAK BO3MOXHBIE LIEJIU 1A IPOBEACHUA
T'UPOPA3PHIBA IIACTA, YAYYIIEHHAA JOCTYIIHOCTD, CKOPOCTD

1 OTBETCTBEHHOCTS IaKeTa FracPerm 2.0 rapaHTUPYIOT, 4TO
MOJIETTMPOBAHME TUPOPA3PHIBA OCTAHETCA KPACYTONbHBIM KAMHEM I
OLIEHKH PUCKOB U YIIPABJIEHHUA HEONPEENEHHOCTAMU KOJIIEKTOPA Ha
MHOI'HE IPARYIINE IOAbD.

FracPerm paboTaeT KaK € TeOJOTUYECKUMH, TAK U C UMUTAIIMOHHBIMU
MOJIEIAMY, PACCMATPUBAS CTPYKTYPY KOMIEKTOPA U PACTIPEAECICHUE
(banuit. Kombunanys B FracPerm CTpyKTypHOH Ie0onoruy, HHTErpanum

FracPerm 2.0 - Fracture Modeling Software

FracPerm 2.0 - MporpammHoe obecneyeHne Ans MOAENMPOBaHUA pa3pbiBa
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