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High Oil Prices
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|:| Contractor
. Government
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Government Share £670 Million %945 Million
Contractor Share £330 Million S555 Million
Government Take 67% 63%
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Gross revenues
Royalty
Net revenue
Cost recovery (limit = 60)
Profit oil
60% to government
40% to contractor
Corporate income tax 30 %

contractor net income after tax

Government Take at $20/BBL and $60/BBL,
changes are a function of design.

Government Take @ $20/BBL & $60/BBL
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Participation % g0, o 70% 60% 50% 40% @ R
US OCS Deepwater| 0 ‘ L L 0
New Zealand 0 ||Few systems are il 5
UK 0 _|lprogressive today o
Trinidad Deepwater | 0-25 25+
Philippines o] 1 13.5
World Average 30 | \ A 20
Gabon 10 \ 22
Azerbaijan AIOC 10 0]
Malaysia Deepwater| 15 13
Indonesia 3rd Gen 10 5
Russia Sakhalin Il (0] $20 %60 Oil Price 6
Egypt Onshore (o] 38
Nigeria Shelf 0 O & rr 18
UAE ‘'OPEC Terms’ | 60 B M esc 12.5
Libya Avg 2005 815 B W sa 815
Venezuela 1996 35 35
Libya Block 124 89 ‘ .- M world Avg 89
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+ Recoverable reserves
175 + Capital and Operating costs - 175

+ Timing
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Historical Oil Price Projections

Overestimating oil prices is only one of many reasons for chronic over-bidding in
the past two decades. It is however, an important factor in the development and
evolution of fiscal systems around the world today.

Year of
forecast
20
so 1983
a*
- 70
= &0 -] 1984
o
7 s0 1985
- 7 --| 1988
1987
= 40 1953
=N
= 30 1990
=
=
=] 20
10
0
1980 52 54 86 58 o0 22 o4 o6 5 2000
Year

* Real US refiner acquisition prices (from EIA) in 1996 dollars using gross domestic product implicit price deflators.

Data Sources: Energy Information Administration and Qil & Gas Joumal Energy Database
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: > All types but often
Types of projects All types All types -
Ownership of
. Contractor Group ~ Government NOC ~ Government NOC
facilities
Facility Title "When landed" or ~ "When landed" or
No transfer .. ..
Transfer when commisioned when commisioned
Group Ownership of i
g i Gross p roductlgn = Cost oil + Profit oil None
Hydrocarbons Royalty oil
Hydrocarbon Title i i
. At the wellhead Dehv; Ty point, or None
Transfer fiscalization point
10C lifting . ..
. typically about 90 % Usually from 50-60% None (by definition)
entitlement
Government
.. Yes not common Yes common Yes very common
Participation
Government control Very Little More control Most control
R FACTOR SYSTEM SENSITIVITY ANALYSIS
Contractor
Internal Rate of
Return (IRR)
70%
60%.] Prices
50%4
RF
40%.]
30%.
20%.]
10%. Costs
| I I I I
-20% -10% 0% +10% +20%

Percentage Change in Prices and Costs

Conventional Split

== R Factor Effect
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very important
reduces size of
potential reward

Government

Participation

Work commitment Sl Gl

Cost recovery limit

Exploration Development Productions
Economics Economics Economics

Risk Analysis Farm- Feasibility Exploation

0cts in/Farm-out Bidding Evaluation ATE
. Drilling/Finding Costs, timing, Mostly price risk
Risk . .
very high prices, moderate lower
. I i
e — startup bonus roduction bonus
Bounses o usually not too usually not too
very sensitive e o
sensitive sensitive

very important part huge but not as risky

important concern
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Not as important since Government is a
working interet (paying) partner

e usually not applicable

very important

not so important
concern

ROR
(%)
Lower Gvt. Take
igher Qil Prices
° l;-sh
Faster
80% _| Payout/Timing [ ]
i o o
0 L]
60%_ ‘ . )
]
. )
} ol % s
40%_| [} .
° [ ]
° Slower
i o 00 Payout/Timing
20% 0,0
. ° ]
] L] Higher Gvt. Take
¢ Lower Oil Prices
0 ®
T T T T T T T T T T
0 | 2 3 4 5
R Factor
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