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INDUSTRIJA NAFTE, d.d.

Exploration & Production Division
Qil & Gas Production Sector
Production Engineering Department

’ -to whom it may concern-
Subiceva 29

10000 Zagreb

Tel: +385(1) 459 2353
Fax: +385(1) 464 0624

Nas znak - Re:

Datum - Date: 27.07.2006.

Dear Sirs,

In August 2004., INA Oil Company started pilot project on three wells to investigate effectiveness of “GasGun™"”
progressive burning propellant tool for oil and gas well stimulation.

GasGun™ was applied at three wells during few months, with first well stimulated in August 2004. At all three wells
pressure build up test was performed before and after stimulation, as well as logging (CBL and casing integrity by micro
calliper) to investigate possible casing and/or cement bond damage after high pressure gas stimulation by “GasGun™”,

From three aforementioned wells, two were oil producers; one was with high water saturation but deliberately stimulated
as first one in pilot project to investigate effects on casing and cement bond as well as level of decrease of skin factor
after stimulation.

All three wells produce from sandstones, with productive zone depths of 900 m, 1600 m and 1850 m; also all three wells
had high near well bore damage factor (skin).

Results: after stimulation by “GasGun™" on all three wells were measured several fold increase of fluid production, there
were not evidence of cement bond damage nor casing damage.

After interpretation and comparison of pressure build up tests before and after treatment, several fold reduction of skin
factor is calculated.

From three wells, one well was shut —in after several months, production level of other two was measured long term, to
see if and when fractures created by “GasGun™" will close. After almost two years after treatment, not significant level
of fracture conductivity were noticed, and wells still produce few fold above initial level.

Based on experience of pilot project, INA decided to apply “GasGun™” technology on larger scale.
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