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Worldwide supply anxiety caused: by:
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e Growth ofi developing world,
especially China and India, in
parallel' with continued US high
demand
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= Changes in gasoline and diesel
specs due to environmental regs

Source: EIA.DOE.GOV
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SVACCESS 1 0 ‘commerciall resources and acreage

J T'r. ,prospectlves NOC'’s, super majors and
zlfefe g€ independents

g costs

o |m|ted equipment, services and people to execute
— programs

— Increased political risk and lack of stable

: ' contract/investment terms

» [nfrastructure and delivery systems
bottlenecks
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New assertions:

B IOC Interest but

NOC participate — Maintain greater
B 10C Eull control control/ownership of the barrel

— Participate in the price upside

O Russian Controlled

- — Self s_ufficiency (economic_
Allen 2006 security) across value chain:

® Adding refineries or modernizing/
upgrading existing refineries and
complementary infrastructure

® Developing long ignored gas
resources

— Creating proactive sustainable
career and job opportunities for
their people
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NBERChanging Role -

- Sdif] ng r ew limits...with different rules:

> NOf dve few barriers such as ILSA sanctions and
A h rlghts ISSues

- Lé 'ér costs of capital...
= :orsake ROCE hurdles of 10C’s

= ) Play the strategic card as trade partners, region
*fi:-."'r‘-'-"' partners, etc
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renewing NOC'’s:

— Bolivia, Argentina

31%
38% - e Gained almost
ancc equal footing in
O Large Independents -
worldwide

resource race.

Deepwater drilling Contracts

-y >
’ Transocean
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Competing worldwide for
upstream assets :

e Exploration rights:

— Petrobras, Petronas,
Pertamina, Sonatrach,
CNOOC, Japex, CNPC,
KNOC, Statoil, OMV

_ e Buying Production --
e Brasil, Peru, Nigeria,
Ecuador, Libya and
GOM




Replacement Games

- Reserves

— Group must replace 7 Billion BOE/ 2006 to stay even and
another 300 mmboe to achieve a 4% growth rate

IHS estimates in 2005, 10.0 Billion barrels worldwide were
added




StperVia|e) Strategles -
UiRtiNG Where. resen/esréale

Proven Oil Reserves 2005
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America

@ Areas Deepwater Exploration
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Extra Heavy Oil Resources

Billions BOE

. s % Canada  Venezuela  Saudi Nigeria FSU

Capture significant footholds in non-conventional resources:

— Oil sands:
- Alberta tar sands
- Saudi heavy
- Urals
- Faja heavy oil belt... Venezuela to Peru



Ol Sands Projecrs

Athabasca

il Sands Araea

Oil Sands Deposits

Cess

Fort MchMurray

= Existing -~ —

sty | 0 T e Prnpnsat:d .

= Toledo, . -7

Cafeti=tnirg

wiy

Source Suncor,
AEB 2006
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SUPERNajor Strategies -
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Laye aglng GasManket Access

S

ATLANTIC
OCEAN

Chevron
Shell
COP

ExxonMobil

ource FERC 2006
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_a,g technology Arctic, deepwater,

CtIC and subsea to access Shtokman
-;—rﬂ':__“':i GTL/LNG to access Qatar

— Deepwater to access Mexico: Petrobras, Shell,
BP

— Heavy oll to access sub-Andean belt
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SlipERMajor Strateglew
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Laverace giZe dfo]e anagement and full"value chain
'/novv—mom '(Bownstream/Mldstream) to capture large
IgItelejiiciele rOJeCtS
— Joreglsb e risk
— Gene 'e ies long term large cash flow/profit
5”" onstrates partnership and world class project management

.~ skills

=

. .P, ov_|-des access to upstream via willingness to do other less
== p rofitable downstream, midstream and infrastructure projects

o Saudi Core ventures
e Sakhalin Island

® Qatar Gas

e Saudi new refineries
e Kuwalit
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ACHVENRFECHUING ets i key areas using
WEREpPreaches:

SEIECIED E’Gt)mpany or large asset acquisitions

& _'rJ v en— Unoecall (SE Asia and GOM deepwater)

— Burlington (Lw 48 Gas)

II Canadian Tar sands

tal- Surmont Canadian tar sands

-.
_.O

NOC Equity Ownerships

;_-_-j'--° FSU
—._ — BP/TNK
— COP/Lukoll

e |India

—  Chevron/ Reliance
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same challenges as super majors
T ge thelr smaller size to advantage
: g_'_f@'- e;r ally are niche players or skill exploiters

T
L

. ﬁtl” some are merely following super majors
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Qgarelt Driven — Oxy, Apache, Devon
- fi- Id epr0|tat|on/enhancement
< specialists
: -ﬂJse acquisitions to provide growth
=== _'-_ _- Heavily weighted in North America
— = Future lies In expanding selectively

- OVerseas

— — — —
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e Apache and' Oxy are

acquisitions driven but with
different strategies:

® Oxy- Acquired Vintage for oll

and saw It as a good place for
It to utilize its exploitation skills

e Apache- Acquired Pioneers

assets for the gas, which also
was a good place for utilizing
Its exploitation skills. It also
has gas price upside.
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Pro I W'Focused
| as — BG, EOG, El Paso
— Oxy

eavy OIl — Suncor

s = "? e Shale Gas — Devon, Dominion,
Burlington (COP)
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Exploration Oriented

-
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e =

& sless, Talisman, Houston Exploration,
e

= Woodside, Kerr McGee, Murphy
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~~ —Deepwater focus: Kerr McGee, Murphy, Vanco
— Geographically focused: Vanco (Africa)

—
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IEnds, in Exploration Resen/ess
REplEceEment = |

@ = |OC's are not replacing reserves
Significant Discoveries via the exploration drill bit
— No of discoveries is declining
— Size Is decreasing

Major (100 mmboe+)] Discoveries by Operating Company type

Cstais
EJother 1DCe

ESlEupsr Majore - ; : \
‘:' =s=Graater than 200m Watar Depth ; ° Produc“on Spend IS Stl”
3 i disproportionate over
i % exploration
] d — Super majors 8:1
| ; — Independents 5:1
5 g
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New-field Wildcat Drilling @ e NFW. drilling is down:

super majors show.
e biggest drop

- ® Success rates, however,
— are up slightly

Trend of &1l Infernablonal MFWe (Sacaling = 100% I 1584}

Trend of 18 Majors | Malor Indepandant Companles (Baseline = 100% In 1684)
wmTrend of BP / ExzonMobl ! Totsl (Sacaiing = 100% In 1984)

1394 190G 1996 1997  1%EE 1990  A0D0 2001 2002 2003 2004 2003

Exoludes UEA and Canada



Source Co.
Reports

RIg utilization at 93%
with few windows until
20]0)¢)

aaudl ° Rig costs have

® 2005

0 2006E skyrocketed

— Two-fold day rate
Increases 2005 to
2006
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Source Co.
Qtl reports
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-;Eackl.ogs are up 100% or more in 2004-2006

= Seismic utilization 97% capacity with healthy backlogs for 2-3 years

e Rates up 60% from 2005. Average marine rates now $11K-12K/sq km
e Library sales are up 100%




Exploration Acreage Costs
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Pressure

® Frontier Acreage now.
approaching historical
costs of mature basin
costs

— Libya EPSA IV




Salary Increase % Yr =—

Source
AAPG, HGS

- 2005-2006 salaries rose 15-20%, poised to rise more in
2006-07

e \/acancies are up 30% with majors/service companies
each looking for hundreds of engineers, geoscientists



Source: Co Reports, J.S. Herold,
IHS




Source: Co Reports
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Reserve. Exploration Viege Unconvent | 2005 F&D Acguisitions
Replacement. | Activi | projects. | ional Plays | o
2005=2005770 \[o): 5/D0E
Less than Exploration. | Eocus. Strong AvV. SE|
100% NEWs' low. Leaders in | Integrated | 25% oL
Prod. Spend | Execution. | appreach i
8:1. Vost over 2l zivy ol
$2 billion 2008, $10 SIHoAS.
Capex forecasi
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m_lmﬁfships with NOC’s, but some
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m'ént pressure will force Super majors in the next 3-5 yrs to
resswe drillers ofi NFW’s and greenfield play entrants.
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NEIES wﬁ* 2ed to show clear ability to deliver some success/ value with their
ol /;,_—Tp {-‘F‘Internatlonal Exploration

— I-ncreased Need by I0C’S and Wall Street to find an alternate solution for

=" _...re1aTonsh|ps between reserves ownership and company valuation, as continuation
off current popular trends in many regions leads to little ownership by private

- companies of reserves. After all it is profit that drives 10C’s share value and not
ownership of acreage or reserves.
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- Con"r]r g ¢l gg JJoI]rngzjor amengst Independents; particulary o gasand eilfsands.

clelgle Jér-ﬁg iaultre as valuations are gettlng costly im North America, as they approach $10
oen eJ guivalent andl $4mcfe.

EViore ntenn r-rogg, 'bargalns

G el
rr

el [TEEPEROENTS: gm to stay focused, those who have not, are merely imitating majors, or
IEVVE poor_meg (F &D) are in danger of acquisition.

-_J—Ciear-(_)he year lag between the 2004 Oil and Gas price jJumps and increase exploration
spending.

-

L

e [ arge supply/ demand imbalance exists for goods and services, resulting in upward spiraling
prices. This may be short lived as more rigs and seismic boats etc are being added.

e Also some companies are already backing off plans due to costs.
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