PERSIAN
GULF

Nlé.!c - Iran

;
£

..‘.:[



Key Elements

TThe Role of Persian Gulf in Global Natural Gas Ener gy
lran and ltsi Energy: Pelicy , Institutional Structur e

Gas Supply -Demand Outioeks

Develeping Gas markets in IRAN

Key: Naitial Gas Industn Projects

Legali & Regulaten/ Eramewenk

lranian Natural Gas, “Vision ™ fer 2025 ISSUES &
Challenges

SUmmany




Global Proven Gas Reserves by Region 2005e
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Consumption per Capita by Country (toe)




Average Growth of Global Demand Estimation

% , Bcm

Model/Year 2006 2010 2015 2020 2025

OWEM % 2.9 3.1 3.1 3.2 3.2

2745 4265 4987

2.5 2.5

3809 4274

DOE/EIA% : : : 2.5 2.5

3794 5427




Natural Gas Production Trend 2010 -2025

%

Region - Countries 2001 2010 2015 2020 2025  Ave. Growth % /Year
North America , Mexico 781 838 866 929 951 0.8
Western Europe 289 254 254 AV 277 -2.0

Japan, Australia

Russia Federation 1121 1260

Eastern Europe -5.0

Asian Developing Countries
Middle East 235 277 343 442 532 3.5
Africa 130 229 280 337 399 4.8

Central & South of America

Global 2582 2988 3356 3809 4274
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IRAN At a Glance

lran,located inf Middle East between the Persian Gulfi and
Caspian Sea with the size of 1,648,195 sg. km. in area.

Erem nerth te the seuth of the country, climate and
lemperature change abruptly: (-20°C, +50°C). Central

and Seutherm Iraniis diy and et With Iow: precipiiation.
On thewhole; Ithas ol distinct seasens. e seuthermn
palit; nealiey Persian Gulis where Ollfand Gas ieseines s
Sitvated hasiong, et andrumid sUmmers anae
MeGeraewintersy e nerhermiranisidn/ anc cele Wit
WG pepRUIalen:

Poatilztiien 15690 elillien eyl 2004 ziglefiin)e
capliziNSHenEnV ety e pepUlaleHNS I REHNA; and
mideieresienieilicimn;
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ECONOMIC INDEX
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¢ The Real GDP (2004E) is about US$155.4 hillion and GDP

¢

Growth Rate Is about 6.7% for 2003E, 5.8% for 2004E and
5.8% for 2005F. Reall GDP for 2005E estimated US$199.1
billion.

Inflation Rate for 2004E |s 14.8% ) and for 2005E Is 14.0%

lrian’s economy. relies heavily: on| oill export revenues, -
around 80-90Ipercent ofi total export eamings andi40-50

PErCEent ofi the government BUudget.

li@n IS attempiing te; dIVErsIi Iisiecenemy. By IRVESnGg Seme
ef ItsiellfreVeRUES I Biher areas; IRCILdIng Pelrechemicals;
IR 20025 NENEGNIEXPENIS OSE By a repoiied O PErCERL:

[Lange=sealersiaie pProducers:

9 SUSICIES eNNeEASIUHS; Gaselne; naitiEligas; ElIeCIICILY, Ele

aliepaid anpualyierstppeiieirPeop/E anu demESTIC
PIOGUCESS:




IRAN Energy Situation

Quadrillion BTU

37.7 6.0

Natural Gas Coal Uranium




lran is OPEC’s second largest oll producer and
holds 10 percent ofi the world’s preven, conventional
world oil reserves. lran held 125.8 billion barrels of
proven oll reserves as of January 1, 2005, roughly 10
percent of the world's total.

lran as a major state in Persian Gulf has the world's
second largest natural gas reserves (around 15.3%, aiter
RUSSIA).

li@n has limited Uraniuni resen/es; as; eneray/

priman/ seurces (6:0r@uaadnlien BiiU): Uanitm
respurces of lran are not considered a rchione.

@R haslimitedireceveranle coal resenves (Z00sE)
et areundMA6IE SN millien she tens and has, cozl
PreGUCHERICAPACIN(Z00SE) olrareuner N milicRISHo)i
ens, Coal coRsumpuenNZ00sE)nEnianimz|e);
IAUSES IS akeul 1 sHmIllICRISHOI NS PEr YEal:




There are sample potentials of renewable
energies in lran. The annually average daily selar radiation Is
about 2,000 kW:-h per m2. There are also good potentials of
wind and geothermal energies in seme parts of the country.
IHowever, hecause of the limitation of the existing| technologies
for steady and reliable supply of energy: and much higher unit
COSt of electricity: generated by these reseurces, It Is net
expected that renewalle play: a major rele inili@an's electricity
System In near future.

lhewnole peientals el nyere pewWerin lanis
estimaied 1erherapproximaiely 425000 IVINVA(E) ACCoNEINg Lerthe
jatestiuniematenieleasedoy VISt el PeWel; tHe practical
Y dre peieniizl Gifte CoURtRAAIS PrejECiedi i ORIl 25,000
VINVA(E):




Due to a very cheap price ofi primary. energy. and: the
Increase in pepulation: in lran, the final energy.
consumption has increased more. than 7%, annually,
and electrcity production: has nsen 10%, per year in

the last twoerdecades. I ether Woras, Whlle the size
Off pepulaten s nearly: deunled, the finalleneray
coRsUmpuien IS guadrupledrand elecicity production
ISHTGKE tha SIX (elded ioNnEET the exISting demana:
IIHESeigures shiew a vVen/ highievell ol consumpien
and anfincremental tiene e energy inteRsity/ m lran.




Institutional Structure ;
Key Players in Energy.

Ministry of
Petroleum ( MoP)

NIOPDC




NIGC Role

National Iranian Gas Company as one of the four principal Co.'s
affiliated to oil ministry of Iran with 25 billions Rials. Initial capitals
have established in 1965 AD. Presently NIGC has 26 Provincial Gas
companies, 7 gas treating companies and 8 gas transmission
regions.These companies are responsible for natural gas treating,
transmission, distribution and consumption throughout the country.
NIGC main activities are:

& Gas leatment

¢ Gas iansmission

9 Gas Distipulien

9 Researchi & Develepment

¢ UndergreundiSierage

9 GasHiadeNExpoii s limpolt)




lran’s Natural Gas Facts & Outlooks
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8-14 Tcm Persian Gulf basin
1.42 Tcm
0.82 Tcm
0.37 Tcm
0.31 Tcm

Persian Gulf basin
Persian Gulf basin
Persian Gulf basin
North-East basin




country energy policy is based upon maximum allecation of natural gas
resources and increasing gas share in basket of energy carriers through
expansion of domestic gas networks and enhancement of Iran’'s disposition in
gas exports to international markets, which would provide substantial savings in
the consumption of crude oll and' oil preducts to increase export Incomes to the

countrv.
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Based on Iran's supply-demand outlooks, Declining gas
demand in seme Iranian energy sectors through 2010-
2025, will lead to a growing supply-demand gap,, In fact
lran could has the competitive role in global natural gas
markets .(255 bem in 2025)




The country's gas treating capacity during years 1997-2005
Indicates a substantial off 189.6 millien cubic meters per day.

The treating and dehydration capacity during this period with
period with average annuall growth of 14.3' percent

Plant/ Year | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005
FADJR 79.3 90.7 105

KHANGIRAN 24 264 275 275 275 445 445 445 445 445
BID OLAND 225 225 225 225 225 225 225 225 225 225

SARKHOON 7.1 7.1 7.1 7.1 7.1 71 144 144 144 144

DALAN - - - 20 20 20 20 20 20 20
GAVARZIN 2.1 2.1 . 2.1 2.1 2.1 2.1 . 2.1 2.1

SOUTH
PARS , . y 50

PARSIAN
OTHERS

TOTAL
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The activities of the National lranian Gas Company. in the frame
work ofi high pressure natural gas pipelines indicates
construction of approximately 7700 Kilemeters of pipelines
during years 1999-2004. The average yearly activity during years
1999-2004 has been 1283 Kilometers while at the end ofi year
2005 tetal length of transmission pipelines reached 21500
Kilemeters;.

. : L Investment (Forecast)
Transmission Project Specification Million $US

IGAT- IV 1052 Km Length 56 inch Dia. 230

IGAT- V 505 Km Length 56 inch Dia. 203
IGAT- VI 500 Km Length 56 inch Dia. 122
IGAT VII 860 Km Length 20 & 42 in Dia. 149
IGAT- VIl 1047 Km Length 56 inch Dia. 221
North & North East 790 Km Length 48 inch Dia. 150
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LGAT-I

IGAT-II
IGAT-iI
IGAT-1V
1GAT-V
IGAT-VI
IGAT-VIE
IGAT-V1
NORTH-WEST
NORTH-EAST
WEST
RAY-SEMNAMN

SARKHOON - KERMAN
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To meet the fast growing domestic demand of natural gas (average 13%
growth per year) by all sectors, NIGC has supplied 97.7 becm at the end of
2004 and planned to satisfy 156.2 bem in the end ofi year 2009. Currently,
naturall gas accounts for nearly 59%, of Iran's totall energy consumption, and
the government plans billiens of dollars worth ofi further investment in
coming years toincrease this share 1o 69% in the year 2009.

Natural Gas Consumption Breakdown By Sector
2005e




Number of cities using natural gas, Number of households’
consumers and developing length of natural gas distribution
netwoerks shows the fastest growing in favor ofi country’'s
Industrial-economic development. Following table indicates
tlendency for optimum: utilizatien of country advantages in

the natural gas sector.

_ 2000 | 2001 | 2002 | 2003 | 2004 | 2005 20|c:_)9t

Gas Distribution Networks
(1000Km)

Gas Consumers
Households (Million-
\[e))

Cities Using Natural Gas
(No)




With its enormous natural gas reserves, lran Is looking to export
large volumes of gas. Besides Turkey , potential custemers for lranian gas
exports include: Ukraine, Europe, India, Pakistan, Armmenia, Azerbaijan,
Georgia (Interested in receiving lranian gas via Armenia), Taiwan, Seuth
Korea, and even China. Experts could be via pipeline and/or LNG tanker,
withi pessible LNG exporit terminals at Asaluyehl or Kish Island. As of
Eebruary 2005, BG and NIOC reportedly remained interested in developing

a $2.2 bilien LNG plant at Bandar llombak onl the: Persian Gulicoast. lihe
plant s te comprise twe ENG; trains, Witk capacity’ of atleast 4 million; tens
PERYEar each, and with pessible completion in 2008!

As|derfiom natural gas expers; lian alseias discussed Inmpoening
pattraligas fiem Azeraijan (2 swap deal Is set terKick n by the end oj
2005), and alreadyimperisisome naiuraligas frem hukmenistan. s
pautiral gas IsHerUSENnN NS IeIhHEMareas; el ifeni e CoURLA/S Mz
Relticifgasesenesiniie seuine




Iran’s Natural gas Industry SWOT Analysis

Islamic Republic of Iran as a major state in Persian Gulf has the world's
second largest natural gas reserves (areund 15.3%, aiter Russia)

Iran Is; strategically and geopolitically located in Middle East between the

Persian Guliiand Caspian Sea, in fact lran 1s)a bridge hetween Important

natural gas reseunces and major gas markets i Eurepe. Inether hand the

gountry S| e best location for access torworld market through Persian Guif
V. LNG.

Iran; Isiewner ofi the largest natural gas reseurces Whichiare cost effective
o predUcton:

[COW! COST EXPErT ManpoWeRrWhe have more exXperence n el & gas fields.

IDESpItEthETact thal- domestic naturallgasidemandis growing|rapialy; lran
has thepotentialito hECOmE. a significant natulaligas supplier (EXPoIter)
due:iorkey development projecis:




*Non-competitive, sate-controlled environment geverns in lranian natural
gas industries.

sPoliticall conditions gevern en major lran's ecenemics management and
decision makings.

sNon-competitive organizational structure in el & gas up-stiean Sectors.
sPrivatization trendl s very slow.

s ack ofi eneugh attention ter new technoelogies in natural’gas preduction
SECclors.

o[ ack o eneugh atiention te Werldigas, trades.

siilhe langest country’s gas seurce (Seught Pars) IS commoen With @atar.
slranfs ecenemy. relies heavily: oniellfexpolit reveRues - areune 80-90 percent
off total expert eamings and 40-50 percent Gl the geVernmeEnRi: BUEgEt.
s|_arge-scale siaie suksidies onHieedsiuis, aseline; eic

sipliaeniS IUNRING Ak areune L5 pErcent PErEeal

siineprce eifnaitialigas el CoRsSUMErSHS state-contrelied at extremelyow,
PICES) ERCOUIA0ING rapIc CoRSUMpPLeR AW




v’ Fast growing of global gas markets.

v Geopolitical location of Iran among far east, Europe, Africa, Russia
andicentral Asia

v The major role of Iran in the most important gas sources of world

v New markets in eastern Asia (China, India ...) andi close to [ran.

v' Existing| of new: competitive trade and industrialized condition in
werlad.

sv»Sancuon. InfMarch 2004, USA exiended sanctions eriginally impesed
19985,

*»Industialized countres which heldimew inneyvanen IEchnelegies of
gas ndusiies.

“winiermavenal Enancialimiaiens o nvesiment.
»wChangmeiniemauenal peliical/ecenomical strtcitie:

“ERienne REW playersininvestmentoRnaitraiigasinieriatonal
PrOJECIS)
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