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Deep Well Oil & Gas, Inc. (DWOG)

This is a TWST Interview with Horst A. Schmid,of 752 meters, and a horizontal leg of over 700 me-
President and CEO, Deep Well Oil & Gas, Inc. ters. We will have production testing done in
January. Signet is a Calgary-based private company
SECTOR - OIL & GAS DRILLING & EX- and its Executive Chairman, C.W. Cassidy, Charted
PLORATION Accountant was the CFO of UTS, their COO is
(ADE609) TWST: We'd like to begin with a Fred Kelly, a highly experienced person of the
brief historical sketch of Deep Well Oil oil industry

and Gas and a picture of the things you are TWST:. Would you sketch out your
doing at the present time. timetable for the next couple of years? °
Dr. Schmid: Deep Well Oil & Gas is an Dr. Schmid: To earn a 40% working inter,%’

emerging junior oil and gas exploration and deest in our lease, Signet, under a farmout aggbe-
velopment company and is headquartered ment, has to drill another nine wells within tﬁe
Edmonton, Alberta. Usually you will find that next 18 months at no cost to Deep Well Oil & Gas.

most head offices of oil companies are in Calgary, TWST: Do you have any idea of the pof;
but ours is 300 kilometers closer to our oil sand®ntial of this property? %
lease, 69 sections, 500 kilometers north of Dr. Schmid: Ryder Scott, an mdependeEt

Edmonton. Our immediate focus is to develogngineering company, head office in Houston, gs-
this existing land base that, according to an indéimated that our Sawn Lake Oil Sands Projéct
pendent estimate, has 819 million barrels of origias 819 million barrels of oil in place, and anotlﬁer
inal oil in place. We have subject to Farmoutompany has stated that there could be as muc§1 as
Agreement an 80% interest in these 44,000 acré<? billion barrels. This is heavy oil and | should
of Oil Sand Leases, better expressed thougéxplain that. You probably know that the oil sarﬁ;ls
Heavy Oil Lease. are in fact the largest deposits of oil in the Woffd.
Currently, therefore, our interests are irSometimes they mention that Saudi Arabia éas
this Peace River Oil Sands area, identified amore, but nearly 1.6 trillion barrels of oil are esfi-
the Sawn Lake Oil Project. It is at the same prenated to be in the oil sands. As you know, t§1e
development stage as experienced by other healargest importer of our crude oil and petroIeLG
oil companies prior to a major period of growthproducts is the United States; it imports 15% ofIts
For instance, about 60 kilometers from us is #otal requirements from Canada.
company called Black Rock. They are producing TWST: What are the costs of extractlng £
about 10,000 barrels of heavy oil per day. And naand oil? Are they more or less than other klnds%
very much further away is another major oil com- Dr. Schmid: The production cost of oil frong
pany, in fact, Shell, which is also producingthe actual oil sands, where the oil sand is mined-‘é;nd
heavy oil from the same formation. then separated, is between C$12 and C$15. Th%en-
Our working interest partner, Signet Energytire area is described as an oil sands are@ in
Inc., has drilled the first well, with a vertical depthwhich our lease is also located even though the oil
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reserves on our lease are actually heavy oil. Thige are looking at presently; another one could be

heavy oil has an API between 8 and 15 and we ha@®2 injection.

estimated the production cost to be between about $7  TWST: What would you like Deep Well

and probably $15 per barrel, depending on the prtw look like in about three years?

duction method. Dr. Schmid: Within 18 months, we hope
TWST: What possible problems or chal- to have, first of all, the 10 wells drilled and com-

lenges could arise for you over the next few pleted which our farmout partner is committed

years? to accomplish. Within three years we hope to
Dr. Schmid: Of course, the primary produc- have at least 50 wells drilled and have the appro-

tion of the oil that we have in place there would bpriate production of oil.

through conventional pumping and we hope to get TWST: Would it be in your thinking for

at least 10% of the oil in place through thabDeep Well to be bought by a larger entity at

method. After that, one would have to look at ensome point?

hanced recovery methods to produce more oil. | will Dr. Schmid: That is something that one

give you one example. For instance, | mentionethnnot discount because, as you probably have

Shell Oil before. | understand that they have bedreard, there are now international interests being

very successful through their enhanced recoveexpressed from as far away as China, India and

project, recovering up to 85% of their oil in place. Europe in Canadian oil because of its security of

supply and the security of the government. | am

not saying that Deep Well is involved in that be-

“Our long-term objective is to produce in cause that would be insider information, but on the
excess of 100,000 barrels per day of raw other hand, China is looking at investing here and
heavy oil. We want to get as close as ) ) ) ) )
possible to that and also look at the is, for instance, asking for a right of first refusal for
expansion of our company as we have cash . .
flow, to see what other investments we can the oil, at world prices, for the next 25 years. For a
make within the oil industry.” producer of any commodity, having a guaranteed

sale is of vital importance

TWST: What is your personal feeling

TWST: You speak of other methods. Will about the general outlook for oil?
there be any problem regarding access to equip- Dr. Schmid: This important commodity
ment? is especially required by all industrialized na-

Dr. Schmid: | don't think so. To give you tions. The serious concern is that countries like
an idea, right now, there is a Europeafhina and India now have to import oil. | know
company that has been using nitrogen for emf 29 oil sites in China and even though they
hanced recovery. Up to now, these enhanced teave that many sites, they just can’t produce
covery methods have involved transportingnough. So they are importing from other oil
nitrogen to the area of recovery, whereas this comroducers, one of the causes of an unprecedented
pany can now produce nitrogen on-site, so tmcrease in the world price, another one being, of
speak. Therefore, they are able to do that, and tlwaturse, the insecurity of supply from countries
is one of the enhanced recovery methods thkke Irag and Iran.
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TWST: Are there any environmental significant experience in the environmental sector,
considerations regarding Deep Well? very important for our operation.

Dr. Schmid: Because we will start with what Curtis Sparrow, our Chief Financial
we call cold pumping, there wouldn’'t be that manyDfficer, a Registered Professional Engineer with
environmental problems. Cold pumping should praa Master’s degree in Business Administration, has
duce a minimum of 10% of the 819 million barrels ira background in general and petroleum geology,
place. This is a sizable amount of oil to be recowell completions and workovers, reservoir engi-
ered. Whatever the plans are, we have to comply witleering, oil well log analysis and problem well
the environmental laws of the Alberta and Canadisanalysis as well as Canadian-US joint ventures in

governments. oil and gas exploration and development.

TWST: Are you going to stick to your | have been involved around the world in
knitting or, over time, will you be looking at multi-million dollar, very successful, negotia-
other projects? tions in the oil and gas industry for the supply of

Dr. Schmid: Since we are a public corpo-equipment, material, surveying, drilling for and
ration, we would literally owe it to our sharehold-production of oil and natural gas, the processing
ers to look at other acquisitions and/or investmengnd sale thereof, joint ventures and acquisi-
and joint ventures with other companies in the otions. | was also Minister of International Trade
and gas industry. for Alberta, Canada, for seven years and a mem-

TWST: Would you tell us about the ber of the Advisory Board of the National
backgrounds and the expertise of yourself and a Petroleum Company of Thailand.
couple of your colleagues? TWST: What is the special excitement

Dr. Schmid: We are a heavy oil develop-for a person like you in doing what you do,
ment and production company and therefore arather than working for a large company or the
proud of our experienced management team rgevernment?
garding the financing, construction, commission- Dr. Schmid: In all my life, | can say
ing, operation, upgrading and best terms of sale fdrat no one will take away from me the fact that |
the heavy oil. have been involved, for instance, in negotiations

Cyrus Spaulding, a Registered Profession&btaling multibillion-dollars. But to be involved
Engineer, is the Chief Operating Officer. His expewith a company that is developing 44,000
rience includes forecasting and analysis of heawcres of an oil sand lease is very much also large
oil projects, the operation and construction of gascale. If you imagine that it could amount up
plants, hydrocarbon liquid fractionation plants, oito 1 billion barrels of oil to be developed, to find
pilot plants and heavy oil commercial plants irthe investors for it, to encourage interest in
Canada and overseas. it, to be involved to get the farmout partner,

Donald Jones, also a Registeredvhich can earn 40% interest in our 80% interest
Professional Engineer, as Project Manager was im the 69 sections of heavy oil lease, is a chal-
volved in the construction, commissioning and opgenge and | like challenges in my life.
timization of commercial scale production and TWST: Do you see any need to alter or
processing plants for heavy oil. He hasmprove the company’s capital structure?
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Dr. Schmid: Any corporation, whether it is security of the oil supply not only to the United
an oil corporation or a car manufacturer or an$tates, but to Canada as well. That also impacts the
other venture around the world, requires additionalommercial well being of all industry, and the pri-
capital to improve its financial standing and opvate and government sectors of both countries.
portunities and benefits for the shareholders. That TWST: Is there anything that you would
is something that we have to do. like to add, especially regarding challenges, op-

TWST: Are you very active in the area of portunities, strategies and long-term objec-
investor relations and are you out talking up the tives?
company a great deal? Dr. Schmid: Our long-term objective is to

Dr. Schmid: We have an investor rela- produce in excess of 100,000 barrels per day of
tions line 1-888 oil sand, a Website — www.deepraw heavy oil. We want to get as close as possible
welloil.com — and we do our best, through weeklyo that and also look at the expansion of our com-
news releases, to inform our shareholders and thany as we have cash flow, to see what other in-
public of our activities. vestments we can make within the oil industry. We

TWST: What would be the two or three also want to make sure we have the supply and
best reasons for the long-term investor to take a production of oil that we want for the future re-
very good look at Deep Well? quirements of the buyers of this commodity.

Dr. Schmid: The first reason would be the TWST: Thank you. (MC)
requirement of the United States for a secure sup-
ply of oil. The second reason is China’s quest faHORST A. SCHMID
oil. In this case, even our Prime Minister has gonéresident & CEO
to China and has stated that he supports the supdeep Well Oil & Gas, Inc.
of oil to China from Canada. In fact, there’s now aRoyal Bank Building
corporation that is going to build a pipeline from 10117 Jasper Avenue
Alberta to the West Coast to transport that oil to &uite 510
port there for shipment to China. The third reasorEdmonton, Alberta T5J 1W8
is that we also expect to produce natural gas, a bfzanada
product, so to speak, and we all know the ever-in(780) 409-8144
creasing price of that commodity. | would say thg(780) 409-8146
future is very exciting and to increase the producwww.deepwelloil.com
tion of oil alone is very necessary because of themail: info@deepwelloil.com




