SENATE FI NANCE COWM TTEE
March 15, 2012
1: 05 p. m

1: 05: 34 PM

CALL TO ORDER

Co- Chair Stednan called the Senate Finance Committee
nmeeting to order at 1:05 p. m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senator Bert Stedman, Co-Chair
Senator Lesil McQuire, Vice-Chair
Senator Johnny Ellis

Senat or Denni s Egan

Senat or Donny O son

Senat or Joe Thomas

VEMBERS ABSENT

None

ALSO PRESENT

Senator Cathy G essel; Senator Joe Paskvan; Senator Hollis
French; Gerald Kepes, Partner and Head of Upstream and Gas,
PFC Ener gy.

PRESENT VI A TELECONFERENCE

Janak Mayer, PFC Energy, Washi ngton, DC.
SUMVARY
SB 192 O L AND GAS PRODUCTI ON TAX RATES

SB 192 was HEARD and HELD in commttee for
further consideration.

#sb192
SENATE BILL NO. 192

"An Act relating to the oil and gas production tax
and providing for an effective date.”



1: 06: 01 PM

CERALD KEPES, PARTNER AND HEAD OF UPSTREAM AND GAS, PFC
ENERGY, introduced hinmself.

M. Kepes di scussed t he Power Poi nt Presentation

"Di scussion Slides: Alaska Senate Finance Commttee" (copy
on file). He stated that since the current day's norning
nmeeti ng, he had conducted sone global context analysis for
energy and petroleum and upstream investnent. He stated
that there was a focus on the Alaska Cear and Equitable
Share Act (ACES); different cost-producing scenarios; and
gl obal conparison of average and margi nal governnent take.

M. Kepes discussed slide 31, "ACES versus CS SB 192." He
stated that the slide displayed the differences between
ACES and CS SB 192. He explained that production tax was
not bracketed in either case. He furthered that CS SB 192
decoupled oil and gas. He noted the difference in the rates
for the production tax: ACES had a nmaxi num of 75 percent
and CS SB 192 had a maxi mum of 60 percent. He stated that
the progressivity for ACES was 0.40 percent, and the
progressivity for CS SB 192 was 0.35 percent. He added that
CS SB 192 had an al |l owance for new oil.

JANAK MAYER, PFC ENERGY, WASHI NGTON, DC (via
tel econference), stated that CS SB 192 also held a flaw
related to the mninmum rate of production tax value at 10
percent of gross value for large producers. He explained
that there would be a presentation of that analysis.

M. Kepes |ooked at slide 32, "ACES (Existing Producer)."
He explained that the slide represented a 2000 barrels per
day producer. He stated that the governnent take, displayed
in the upper right hand table, varied from roughly 68
percent up to 81 or 82 percent as oil prices rose.

1:11: 20 PM

M. Kepes discussed slide 33, "CS SB 192 (Existing
Producer)." He noted simlar producing characteristics with
ACES. He pointed out some slight variations between ACES
and CS SB 192: the peak of governnent take under CS SB 192
| onered from 83 percent to 79 percent; and the project net
present value of producers under CS SB 192 rose slightly
for existing producers.
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M. Kepes | ooked at slide 34, "ACES (New Devel opnent)." He
stated that the slide was an analysis of the higher cost
devel opnent, peaking at 10,000 barrels per day representing
a reserve size of approximately 65 million barrels, at $100
a barrel. He noted that the total governnent take started
at 75 percent and peaked at 85 percent.

\V/ g Kepes di scussed slide 35, "CS SB 192 ( New
Devel opnent)." He noted that the governnment take for new
devel opment was 80 percent at its peak. He stated that both
new devel opnment projects were fairly marginal at $100 per
barrel, and it did not change from ACES to CS SB 192.

Co- Chair Stednman requested an explanation of each quadrant
di splayed in the slide. M. Kepes explained that the upper
| eft hand quadrant represented the cash flow analysis. He
poi nted out the periods of negative revenue represented the
initial capi tal expenditures ( CAPEX) and operations
expenditures (OPEX) for a particular project. He noted that
the peak CAPEX in the third year of devel opnent was $300
mllion, which was calculated after the capital credits
were applied. He pointed out that the operating costs
extended for the lifetime of the field. He furthered that
the black line represented the after tax cash flow (ACTF).
The upper right hand portion of the slide was a table that
coincided with the cash flow analysis graph. He noted that
the table displayed a summary at $40, $60, and $100 per
barrel; the net present value of the project investnent to
the investor; and the internal rate of return (IR) to the
investor. At $100 per barrel, the project represented a net
present value of $12 mllion, and an IR of 10 percent. He
stressed that at $100 per barrel, from the point of view of
the investor, it was a relatively marginal project. The
| ower left hand corner graph displayed a breakdown of the
di fferent conponent s of gover nnment t ake. The red
represented the royalty, the yellow represented production
tax, the light blue represented the property tax, the green
represented the state corporate inconme tax (CIT), and the
dark blue represented the federal CT.

1:16: 42 PM

Co-Chair Stedman wondered what the |ower-right-hand corner
represented. M. Kepes replied that it was a normalized
representation of the level and conposition of relative
governnent take. He stated that the fiscal system breaks
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down at $40 to $60 per barrel, because the price would be
too low to maintain at the particular fiscal system He
furthered that as the price of oil rose; the royalty was a
progressively smaller percentage of the overall governnent
take. He pointed out the increase of the contribution of
the production tax, because of the where the base was
| ocated, and the "stepping"” at the upper price ranges.

M. Kepes stated that the sane quadrant structure on the
slide woul d be used throughout the presentation.

M. Kepes | ooked at slide 36, "Progressivity |nmpact on New
Devel opnent Project Economics.” He stated that the graph on
the left hand side of the slide represented a conparison
ACES and predecessor reginmes (actual and proposed). The
ri ght hand side graph displayed a conparison wth ACES and
CS SB 192 with bracketed amendnents.

Co-Chair Stednman wondered if the x-axis was ANS West Coast.
M. Kepes responded that it was ANS West Coast at $100 per
barrel, with a net present value in mllions of dollars for
t he investor.

Co-Chair Stednman requested an analysis of PPT and its
evolution. M. Kepes thanked the chairman, and agreed to
provi de that information.

M . Kepes discussed slide 37, "New Q' Al | owance:
| ncremental Production on a Declining Base":

Central to understanding the inpact of the “allowance
for ‘new oil’” is an understanding of the inpact of
new source production on a conpany’'s total production
vol unes, when that new source production is added to a
decl i ni ng base portfolio.

The charts assunme a 6 percent decline rate for an
exi sting North Slope producer currently producing 200
million barrels per day (nb/d), and exam ne
hypot heti cal new source projects that peak at 10 nb/d,
50 nmb/d and 100 nb/d respectively(on a working
i nterest basis).

G ven the pace at which such projects typically reach

peak production, only the 100 nb/d peak production new
source developnent is actually capable of adding
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production that is increnental to prior years’
vol unes.

1:23:49 PM

Co-Chair Stedman wondered why 200 nb/d was used in the
analysis. M. Kepes replied with slide 38.

M. Kepes |ooked at slide 38, "A Hypothetical 100 nb/d
(Working Interest) Devel opnent”:

A new source devel opnent that produced 100 nb/d at
peak for a working interest partner would be a very
significant new devel opnent. By way of conparison,
Kuparuk, the second largest field in North Anerica,
peaked at approxi mately 320 nb/d gross production.

-This represented working interest production to
ConocoPhillips (the operator and majority sharehol der)
of 170 nbo/ d.

- Kuparuk took 11 years (from 1981 to 1992) to reach
this peak | evel of production.

Co-Chair Stedman announced that there would be discussions
about any particular tax structure's probability of
produci ng great amounts of oil. M. Kepes replied that the
prospectivity of finding an on-shore field that could
produce 320 nb/d was fairly low It was nore likely that
new field prospectivity would be substantially | ow

M . Kepes discussed slide 39, "Assunptions”:

The foll owm ng anal ysis assunes

1. A 6 percent base portfolio decline, in the case of
a producer currently producing 200 nb/ d.

2. Costs for the base production portfolio of:
-$12/ flowi ng bbl operating expenditure
-$5/ flowi ng bbl mai ntenance capital expenditure

3. Costs for the 100 nb/d (working interest) New
Devel opnent project of:
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-$13/ flowi ng bbl operating expenditure

-$13/ bbl reserves devel opnent capital expenditure

-$1/ flowi ng bbl mai ntenance capital expenditure

4. These costs are deliberately sonewhat |ower than
the previously referenced 10 nb/d new devel opnent,
si nce t he hypot het i cal devel opnent nodel ed IS
significantly larger, and thus |likely to have sonewhat
| ower costs on a $/bbl basis.

1: 28: 36 PM

M. Kepes |ooked at slide 40, "CS SB 192 Excluding New QG |
Al'l omance (Existing Producer)." He explained that the
description of the investnent, as discussed, was displayed
in the slide, excluding the new oil allowance. The slide
was attenpting to isolate the inpact of CS SB 192,
excluding the new oil allowance. He stated that the in the
total governnent take in the upper right hand corner ranged
from 68 percent to 79 percent. The NPV at $100 per barrel
was approximately $16.7 mllion.

M. Kepes discussed slide 41, "CS SB 192 Including $10 New
Ol Alowance (Existing Producer)." He stated that the
slide followed the sane nodel as slide 40. An existing
producer wth 200,000 barrels per day would develop a
100, 000 per day working interest project at the same cost.

M. Kepes |ooked at slide 42, "CS SB 192 Excluding New G |
Al l owance (New 100 nb/d Developnent).” He |ooked at the
cash flow analysis graph in the upper left hand corner. He
expl ained that the after tax cash floor in 2009 to 2014 was
negati ve because of CAPEX pre-production. He stated that
production would be initiated in 2013, and the cash flow
would reach into the positive. He stated that the
investment would represent an NPV of approximtely $276
mllion at 100 per barrel, and an internal rate of return
at 11 percent. He directed the commttee's attention to the
table in the wupper right hand corner of the slide, and
noted the total governnent take rising from 69 percent to a
maxi mum of 81 percent.

1: 33: 24 PM
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Co- Chai r Stedman  wondered how  back- out costs from
production facilities were incorporated. M. Kepes deferred
to M. Mayer.

M . Mayer stated that the costs, wi t hout  existing
production, would include sone additional operating costs
to account for no base production.

Co-Chair Stedman requested nore detail regarding the
inclusion of the back out fees that were negotiated with
the existing producers to use facilities, to determne the
overall inpact. M. Kepes replied that there were sone
assunptions included in the OPEX, and deferred to M. Mayer
to provide nore information. M. Myer furthered that the
i ncluded OPEX in new devel opnment w thout base production,
was relatively high

M. Kepes discussed slide 43, "CS SB 192 Including $10 New
Ol A lowance (New 100 nb/d Devel opnent)."” He explained
that the $10 new oil allowance provi ded added approxi mately
$50 million of NPV to a project, and the internal rate of
return was the sane. He surm sed that the changes provided
by the addition of the $10 new oil allowance, were fairly
nodest with respect to the nobdel wthout the new oil
al | owance.

M. Kepes | ooked at slide 44, "G |/ Gas Decoupling":

1. Under ACES, production tax value is assessed on a
conbi ned BTU equivalent basis for both oil and gas
pr oducti on.

-So long as no nmgjor gas export project is under
devel opnment, this has no inpact.

-In the event of the devel opnent of a mmjor gas export
project, however, when gas prices are significantly
| ower than oil prices, this could lead to significant
reductions in Governnent Take.

2. CSSB 192 includes a provision to de-couple the
cal cul ation of production tax value on North Sl ope gas
sold out-of-state, in order to elimnate this inpact
of gas production.
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-The inpact of the decreased governnment take without
decoupling is only pronounced wth very |ow gas
prices, and very |large gas production.

-In order to illustrate the inpact at the extrene, the
followi ng analysis thus assunes a $1/ncf net-back sale
price for North Slope gas, and a 2018 1bcf/d gas

project. Under |ess extrene scenarios, the difference
with and wthout decoupling would be significantly
| ess.

1:38: 46 PM

Co-Chair Stedman remarked that the "major Iline" would

provide $4.50 bcf per day. M. Kepes stated that it was
| arger than stated.

M. Kepes discussed slide 45, "CSSB 192 - Existing Producer
with 2018 Gas Project, No Decoupling.” He |ooked at the
cash flow analysis graph in the upper |eft hand section of
the slide, and remarked that in 2014 to 2018 there was a
"dip" in the after-tax cash flow line. The substantial
"di p" represented CAPEX. He furthered that the NPV in that
particular portfolio was equally substantial. He remarked
that the table in the upper right hand corner of the graph
di spl ayed a total governnent take range from 67 percent to
71 percent.

M. Kepes |ooked at slide 46, "CSSB 192 - Existing Producer
with 2018 Gas Project, Including Decoupling.” He remarked
that the governnment take changed from a peak of 71 percent
with no decoupling to 78 percent including decoupling. He
felt that the inpact was relatively nodest. He suggested an
anal ysis be conducted of $4 bcf per day, because it seened
nore realistic.

Co-Chair Stedman felt that cash flow nunbers were nore
important than governnment take nunbers, because the
governnment take nunbers "hid" the anmount of cash that was
noved around. He noted a letter from the Departnent of
Revenue that stated that conmbining oil and gas cost the
State $80 million a year with no gas sal es.

M. Kepes discussed slide 47, "Reginme Conpetitiveness:
Rel ati ve Governnent Take: Average Governnent Take of d oba
Fiscal Regines at $100/bbl." He stated that the slide
di spl ayed a conparison of different fiscal reginmes against
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a set of reginmes globally. He pointed out that CS SB 192
was generating a governnent take of approximately 76
percent, and pointed out how that conpared to ACES and
ot her jurisdictions.

1:43: 54 PM

M. Kepes |ooked at slide 48, "Regine Conpetitiveness:
Rel ati ve Governnent Take: Average CGovernnent Take of d oba
Fiscal Regines at $140/bbl." He remarked that it was the
same analysis as slide 47, but at $140/bbl. He pointed out
that both ACES and CS SB 192 noved "up the scale sonmewhat”
relative the other |ess progressive jurisdictions.

M. Kepes discussed slide 49, "Regine Conpetitiveness:
Rel ative CGovernnment Take: Marginal governnent Take of
G obal Fiscal Regines at $100/bbl." He stated that the
analysis was conducted with a $1/bbl step at a time, and
| ooked at the change in governnent take on that margina
basi s.

Co-Chair Stedman noted a slight inprovenent. M. Kepes
agr eed.

M. Kepes touched on slide 50, "Reginme Conpetitiveness:
Rel ative CGovernnent Take: Marginal CGovernnent Take of
d obal Fiscal Regines at $140/bbl."

M. Kepes discussed slide 51, "Conclusions - Changes to
Progressivity, Overal | Gover nnment Take, and Ol/Gas
Decoupl i ng":

1. CSSB 192 wuses two key nechanisns to reduce
government take relative to ACES:

-A reduction in the rate of progressivity that applies
above $30/bbl Production Tax Value (PTV) from a 0.4
percent increase for each one dollar increase in PTV,
to a 0.35 percent increase.

-A reduction in the maxinmum rate of production tax
from 75 percent at $342 PTV, to 60 percent at $202
PTV.

2. The inpact of the reduction in the progressivity
coefficient on overall levels of governnent take and
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M.
Allo

on project economics is limted to around a single
percent age poi nt of governnment take at $100 ANS crude.

3. The inpact of the 60 percent nmaximum rate for
production tax is nore significant, but only at very
hi gh oil prices.

-On a current-year basis, governnent take under CSSB
192 would be significantly |lower than under ACES only
at ANS crude oil prices above $230.

-On a project-lifecycle basis, that threshold nmay be
lower, as a result of the inpact of bracket-creep
(since progressivity thresholds are specified in
nom nal terms) — but the inpact on project econonics
at likely price levels remains negligible.

Kepes |ooked at slide 52, "Conclusions - New Ql

wance" :

1. Even under highly aggressive assunptions regarding
the potential for a new source devel opnent for a given
conpany, the inpact of the $10 all owance for “new oil”
i s al nost undet ect abl e.

-In the context of both a devel opment by an existing
producer, and a developnent by a new producer
Rel ati ve Governnent Take changes only by fractions of
a percentage point, at nost.

-For an existing producer, portfolio NPV rises by only
a tenth of a percentage point.

-For a new producer, the inpact on project value is
greater, but remains insignificant in the context of a
$10 billion capital devel opnent.

2. The nmajor reason for this is because rather than
provi di ng an ongoi ng al | onwance for new sour ce
production, the anendnent provides an allowance only
for production that, in a given year, is increnenta
to the previous year’s production.

- For an existing producer wth declining Dbase
production, only a very large developnent is capable
of producing “new oil” under this devel opnent at all.
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-Even for a new producer, the value of the allowance
remains highly limted.

3. An allowance which was instead provided for new
source production could potentially have a greater
i npact, however adequately defining such new source

producti on coul d be difficult in practi ce,
particularly in an environnent where  nost new
production will cone from existing areas.

1:49: 22 PM

Senat or Thonas | ooked at slide 51, and wondered how many of
the various oil jurisdictions had a conbined oil and gas
tax. M. Kepes replied that very few jurisdictions had a
conbined oil and gas tax. He furthered that nost |ocations
treated gas slightly differently from one another. He
stated that the differential in value, whether calorific or
val ue- based, had beconme so large, that a conbined oil and
gas tax aggravates the system

M. Kepes introduced the section, "G obal Strategy and
Portfolio Overview of Mjor Alaska Producers.” He explained
that the section provided an assessnent of the nmajor Al aska
producers' portfolios, priorities, and strategies. He
stated that the data that was used was either public or
from PFC Energy's proprietary databases.

M. Kepes discussed slide 55, "BP: d obal Areas of Upstream
Qperations”:

Strategic Signature

-BP is a global integrated conpany, with production in
16 countries and upstream operations in an additiona
10 countri es.

-In 2010, t ot al gl obal production aver aged
approximately 3,773 nboe/d, nmaking it the second
| argest conpany in the peer group (superseded by
ExxonMobi | (approximately 4,450 nboe/d). The Russi a
& Central Asia (RCA) and North Anerica regions
accounted for approximately 55 percent of 2010
producti on.

-BP recorded a 4.5 percent drop in production in 2010
over 2009, reflecting the inpact of asset sales, the
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post - Macondo slowdown in US GOM deepwater activity,
and continued decline fromthe conpany’ s deepwater and
mat ure shal | ow wat er assets.

-Much of the post-Macondo portfolio rationalization
program (targeting $30 billion in asset sal es
i ncluding md/downstream assets) has been conpl et ed.
The result is a pared dowmn and nore focused geographic
portfolio.

-BP expects growh of 1 percent -2 percent per annum
t hrough 2015. BP"s growh strategy is three-pronged
based on Deepwater Basins, dobal Gas, and G ant

G lfield Devel opnent. BPs deep water position is
based on operations in the US GOM Angola, Egypt and
Brazil. The Gobal Gas position is principally

conprised of US, Trinidad & Tobago, and North Sea.
Gant oil fields are dispersed throughout the gl obal
portfolio. Based on PFC Energy projects, growh is
unli kely before 2015.

-The growth strategy above includes approximtely $20
billion net investnment comritnent to 16 projects
sanctioned over 2010-2011. This is expected to curb
ROCE performance for the comng 2-3 years.

-Wth the burden of the Mcondo oil spill and
reparations continuing through the md-term BP wll
be hard pressed to outperform its peers on any key
metrics, leaving the conpany open to calls for nore
radi cal restructuring

He stated that, according to PFC Energy's analysis, BP
consi dered Al aska a "harvest area."

1: 59: 56 PM
AT EASE

2:10: 02 PM
RECONVENED

2:10: 09 PM

M. Kepes discussed slide 56, "BP dobal Production
Portfolio - 2010":
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Russia: BP' s largest producing country (963 nboe/d),
representing approximately 26 percent of 2010 output.
Substantial long term growh potential. Cont i nued
interest in Russia (and Arctic) expansion, despite
[imtations arising fromthe TNK-BP joint venture.

Canada: nodest conventional production, wth future
potential tied to oil sands.

US: 2nd | argest producing country, with core deepwater
area. Activity slowed post-Micondo, yet expect strong
future growth. Onshore L48 is Kkey gas area
(approxi mately 22 percent of 2010 global output), wth
focus on wunconventionals. Alaska potential tied to
comerci al i zati on of Prudhoe Bay resources.

UK: Declining position from mature offshore assets.
Hi gh-val ue operating area, generating large cash
flows.

Trinidad & Tobago: Core gas producing area tied to
Atlantic LNG

Azerbaijan: Participation in 2 |large-scale projects:
Azeri - Chirag- Guneshli & Shah Deni z.

UAE: Core position through equity affiliates, though
concession are being re-negoti at ed.

India: 2011 Partnership with Reliance for exploration
in shall ow and deepwat er.

Australia and Indonesia are key gas producing areas
tied to investnments in LNG

I rag: Devel opnent of Rumailia oil field.

Angol a: Sole presence in SSA is Angola deepwater.
Hi gh growth from 2002-2009, now challenged with start-
up of several unsanctioned projects.

Argentina: onshore & shallow water assets (held by
PAE) were to be sold to Bridas, but transaction failed
in 4Q 11.

He stressed that the analysis was based on PFC Energy's
assessnment and opinion. He stated that the slide pointed
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out asset type, conventional on-shore, and conventional
shal | ow.
M. Kepes |ooked at slide 57, "Total Portfolio Evol ution:

BP vis-a-vis the Conpetition":

M.

In 2010, BP was the second |argest producer of the
peer group. Yet, from 2010 to 2015, BP and COP are
the only two conpanies to experience a reduction.

2000-2010: Production increases from approximtely
3,080 nboe/d to approximtely 3,780 nboe/d due to
addition  of Russia (approximately 960 nboe/d),
Trinidad & Tobago (approximately 250 nboe/d) and
Angol a (approximately 170 nboe/d). This expansion
of fsets declines from Europe (approximately 660 nboe/d
and North Anerica approxi mately 350 nboe/d).

2011-2015: BP's production is expected to decline from
2000- 2015, due nostly to the post-Macondo asset
di vestiture program conbined with curbed activity in
t he GOM deepwat er.

Kepes discussed slide 58, "Reserves and Production: BP

vis-a-vis the Conpetition":

2000 — 2003: BP experienced significant reserve growth
(from approximately 15,000 mmboe to approximtely
18, 000 nmboe) equivalent to approximtely 6.5 percent
CAGR. The increase is the result of added reserves in
Africa (Angola), Equity Affiliates (Russia) and Asia-
Paci fic. Pr oducti on grew at a sl ower pace
(approxi mately 3 percent CAGR) during this period.

2003 - 2004: The formation of TNK-BP results in an
increase of approximately 600 nboe/d from 2003 to
2004.

2005- 2010: Production and reserves remain relatively
unchanged. Reserves remain within the range of 17.4 -
18.0 billion boe. Production remains within the range
of 1,462-1, 389 nboe/d.

2:16: 07 PM
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M.

Kepes | ooked at slide 59, "Reserves and Production: BP

Intra-Portfolio Performnce":

M

Roughly 60 percent of production and reserves are
concentrated in the US and Equity Affiliates (nostly
conprised of TNK-BP since 2003).

European production (and reserves) declined rapidly
from 2000- 2006 (Area is now reported as UK and Rest of
Eur ope) .

Africa (nostly Angola deepwater) production nore than
doubl ed from 2002 to 2009.

Kepes discussed slide 60, "How the Portfolio is

Fi ﬁanced: Sources and Uses of Cash":

M.

Over the decade, Africa (nostly Angola deepwater) has
rapidly progressed from an area of investnent to an
area generating cash surplus. Africa was BP s second
| ar gest cash generator in 2010.

The US is the leading generator of cash flow this
decade, allowing for re-investnent in other areas.

Kepes | ooked at slide 61, "d obal Production: Evolution

of the Portfolio."

Asia Pacific: Rel atively small produci ng area
(approximately 6 percent of 2010 output). Production
largely from offshore Australia and Indonesia wth
| esser volunmes from China. Partnership with Reliance
(I'ndia) creates exploration opportunities. Focus on
deepwater and CBM Di vested assets in Pakistan and
farmed down in Vietnam

Europe: Mature and generally declining production
position in the UK and Norway, nostly in shallow
wat er s. Expl oration and devel opnent projects are
ongoi ng, often leveraging BP s existing infrastructure
and assets in the region.

Latin America: Gowth driven by shallow water gas
devel opments in Trinidad & Tobago. Focus on onshore
gas commercialization in Bolivia. Failed to sell
Argentine assets (held through PAE) to Bridas in 2011.
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Brazil deepwater offers md- to long-term potential
fromnew y acquired deepwater acreage.

Mddle East and North Africa: Position built from
col |l aboration with NOCs (Adma-QOpco, GUPCO, Sonatrach,
LNOC, etc.). Substantial new source growh expected
from I raq, Egypt deepwat er, of f shore Oman.
Expl orati on opportunities in Jordan.

North America: Second |argest production region &

| argest cash flow generator. Deepwat er GOM hol ds
signi ficant growt h pot enti al after years of
i nvest nent . US L48 portfolio is material, yet

declining, source of gas, with a grow ng enphasis on
shal e gas. Additional future growmh from Canadi an oil
sands.

Russia and Central Asia: Principally conprised of TNK-
BP venture created in 2003, now BP s |argest source of
production, characterized as long-life, slow decline
output. In Azerbaijan, production is from |arge-scale
ACG and Shah-Deniz. The Region is the |argest source
of new source vol unes through 2015.

Sub- Saharan Africa: Operates only in the Angola
deepwater play, which quickly emerged as a key oil-
produci ng country. BP has collaborated with operators
TOTAL (Block 17) and Chevron (Block 15). 1In the
future, devel opment of BP-operated blocks 31 and 18 is
expected to reverse the recent decline in production.

2:23:51 PM

Co-Chair Hoffman wondered if slide 61 portrayed potenti al
devel opnment, such as the Beaufort and Chukchi conventi onal
shallow. M. Kepes replied that if there was a viable
potential project, it would be included in the analysis. He
furthered that if there was a pure expiration play, wthout
comercial field developnent, it would not be included in
the analysis. He added that a project would not be included
if there was a heavy oil or viscous oil project that was
not consi dered commercial under existing commercial terns.

Co-Chair Stedman requested further detail regarding the

Chuckchi proj ect. \V/ g Kepes agreed to provide that
information. He noted the potential in the off-shore

Senat e Fi nance Comm tt ee 16 03/15/12 1: 05 P. M



drilling, but felt that it would not be devel opnent for a
few years down the |ine.

M. Kepes discussed side 62, "dobal Production: Country
G owm h Project Analysis":

Russia is a leading source of md-term new source
vol unes. Production (from TNK-BP) include expansions
to existing areas such as Oenburg, and greenfield
devel opnents such as the Wat and Verkhnechonskoye
fields.

BP"s participation in Azerbaijan’s ACG Phases 1-4 is
anong the largest net new source projects in the BP
portfolio.

Angol a deepwater provides |arge share of new source
oil.

The Asia-Pacific Region (lIndonesia, Australia) and the
MENA Region (Egypt, Algeria, and Owmn) are the Kkey
provi ders of new source gas in the nmediumterm

By 2015, the US represents the largest area for BP, by
nunber of project. The US holds 11 new source
projects, of which 9 are GOM deepwater and 2 are
onshore Al aska.

BP"s new source Canadian oil sands projects are
expected on stream post-2015.

BP"s new source portfolio is driven by (1) Deepwater
projects (Angola and US GOM; and (2) Russia (nostly
onshore oil).

The Asia-Pacific remains a nostly gas-production area.
Unconventional (Asia-Pacific and North Anmerica) and
oil sands (Canada) projects are largely inmaterial
until 2020 or so.
Co-Chair Stedman wondered if there was further information
regarding BP's two onshore sights in Alaska. M. Kepes
agreed to provide that information.

2:27:42 PM
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M. Kepes touched on slide 63, "BP in Alaska." He stated
that BP held North Start, Prudhoe Bay Gas, Liberty, and Pt.
Thonson Gas fields in Al aska.

M. Kepes stated that slide 64, "BP Al aska Activity and PFC
Ener gy Assessment":

ACTI VI TY:

Most of BP's assets are located on the North Sl ope,
where production volunmes have generally declined
because of the maturity of the asset base and/or gas
infrastructure constraints. Liquid production has
declined from approximately 224 nboe/d in 2006 to
approximately 166 nboe/d in 2010, while gas production
has fallen from approximtely 67 mcf/d to
approximately 46 nmmtf/d over the sane peri od.

BP s largest source of production is the Geater

Prudhoe Area (26 percent w.i., operated), covering
approximately 150,000 acres wth nore than 1,000
active wells. Gas resources are currently stranded
because of the lack of pipeline capacity to southern
mar ket s. BP and ConocoPhillips had teanmed up to

propose a new natural gas pipeline (Denali) to run
from Prudhoe Bay through western Canada to US markets.

However, in My 2011, the partners announced that
pl ans for the pipeline had been termnated, citing the
| ack of long-term purchase contracts. The proposed
pi peline would have accommpdated 4 bcf/d of natural
gas.

BP and partners are noving forward wth the
devel opnment of gas liquids on the approximately 8 tcf
Point Thonson field (32 percent w.i., non-operator).
The gas cycling project is expected to produce
approximately 10 nmb/d of liquids; first production is
targeted for 2014. Full field devel opnent awaits gas
transport infrastructure.

In the Beaufort Sea, BP has suspended work on the
extended-reach drilling program on the Liberty oi
field (100 percent w.i.), pending revision of project
desi gn and schedul e.

BP is also seeking to develop viscous (Kuparuk) and
heavy (MlIne) oil resources on the North Sl ope.
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PFC ENERGY ASSESMENT:

Current production volumes are nodest and declining,

yet significant potenti al lies in the long-term
commerci alization of Prudhoe Bay and Point Thonson gas
resour ces. Cancel lation of the Denali gas pipeline
proposal leaves BP as a potential supplier to an

alternative pipeline-export option, should one be
approved and devel oped.

Co- Chair Hof fman | ooked at slide 63, and wondered where the
project was that was planned for the follow ng sunmer.

M. Kepes stated that there were nany wells that were being
drilled, but were not considered official projects.

Co- Chai r Hof f man gueri ed Shell's of f shore drilling
projects. M. Kepes replied that the wells were still
expiration wells, but were still fairly specul ative.

M. Kepes | ooked at slide 65, "PFC-lIdentified Challenges":

1. Re-establish its operator profile in the gl obal

deepwat er : Wi | e its conpetitors ext end their
commitments to global LNG unconventional shale gas
exploitation, and oil sands developnment in order to

drive future portfolio growmh, BP has deepened its
cormitment to the global deepwater play, despite the

ongoing fallout from the Macondo oil spill. Expansion
of its US GOM lease holdings (through the Devon
portfolio acqui sition), entry into t he Br azi

deepwater, and a material commtnent to the K-G Basin
deepwater play in India, together with phased field
devel opnment offshore Angola and West Nile Delta in
Egypt, positions BP as arguably the prem er deepwater
player in the d obal Player peer group. BP will be
under the spotlight regarding its future conduct and
per for mance t hroughout the gl obal deepwater basins.

2. Resolve shareholder relationship issues within the
TNK-BP JV: Accounting for approximately 26 percent of
total worldw de production in 2010 (and approximately

36 percent of total worldw de oil production), the
TNK-BP position is absolutely core to the BP portfolio
from a vol unetric per specti ve. However, t he

unsuccessful attenpt to partner with Rosneft in the
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Russia Arctic raises concern over how much val ue TNK-
BP can continue to create for BP. Wth TNK-BP now
focused on international expansion, nust BP settle for
| ower returns from what has until now been a highly
[ ucrative position?

3. Conplete the portfolio rationalization process: The
strength of +the global asset transactions nmarket
pronpted BP to expand its divestiture program from an
initial $20 billion to $30 billion, divesting |arge
swaths of its portfolio deemed non-Core and/or non-
aligned with the conpany’s growth focus. VWhile the
conpany did not plan on the depth of portfolio
rationalization undertaken to date, this is a rare
opportunity to high-grade asset holdings wth the

bl essing of shareholders and analysts alike. BP is
expecting to conplete the divestiture process by end-
2011.

4. Determne a path forward in the Brazil deepwater:
Having secured Brazil governnent approval to acquire
the Devon asset portfolio, BP has established a
foothold in the Brazil deepwater, with potentially the
| argest operated pre-salt portfolio outside Petrobras.
The next step is to determ ne the appropriate approach
to gromh in the pre-salt play. Wth |egislation now
in place granting NOC Petrobras a mninmm 30 percent
w.i. and operatorship in all unlicensed pre-salt
acreage, this my be another case of executing a
strategic alliance (simlar to that secured wth
Reliance in India and proposed with Rosneft in the
Russia Arctic).

5. Accel erate devel opnment of US Onshore unconventi onal
gas resource: BP received a very conpetitive price for
the Perm an Basin and Western Canada conventional gas
assets sold to Apache (totaling approximtely 75
nboe/d of production and approximtely 340 nmboe of
reserves, equivalent to approximately $24.60/boe of
reserves in t he gr ound or approxi mat el y
$109, 000/ f1 owi ng boe of producti on). Thi s is
particularly so given what is shaping up to be an
extended period of gas price weakness in the North
Anerica market. To nake up for [|ost volunes, BP may
| ook to accelerate production from its approximtely
10 tcf of reserves in the Wodford, Fayetteville,
Haynesvill e, and Eagle Ford shal e gas pl ays.
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6. Accelerate developnent of BP's oil sands |eases:
BP has built up a material oil sands |ease portfolio

in Western Canada, including 50 percent w.i. in the
Sunrise in situ developnment project (sanctioned in
Novenber 2010), a 75 percent w.i. in the Terre de

Grace in situ project (secured in March 2010 from
Val ue Creation for approximtely $900 million), and 50

percent w.i. in the Kirby in situ oil sands |eases
(with the other 50 percent divested to Devon in March
2010). Ful | devel opnment of these projects could

represent 500-600 nbo/d of stable, long-life oil
producti on, conplenmenting the “Gant Ol Fi el ds”
growh platform and providing a portfolio buffer
agai nst t he st eep decl i ne producti on profil es
associ ated with deepwater devel opnents.

2:33:53 PM

M. Kepes discussed slide 66, "ConocoPhillips: Conpany
Overvi ew':

Strategic Signature

Followng two years of corporate net inconme |osses,
steep decline in its share price, and a persistently
hi gh debt -t o-capi t al ratio, in Mar ch 2010
ConocoPhillips announced a new strategic pathway,
directing proceeds from an approxinmately $15 billion
asset and joint venture divestnent program to reduce
its debt-to-capital position, I ncrease near-term
shar ehol der returns, shift further out of t he
downstream and position the conpany for future growth
froma smaller but higher-value portfolio position.

Since the announcement of the 2010-2012 Restructuring
Pl an, ConocoPhillips has executed on approxinmtely $7
billion in asset sales, divested its entire 20 percent
equity interest in LUKOL, and directed proceeds from
t hese sales to debt reduction and share repurchase. In
July 2011, ConocoPhillips announced the next step in
its restructuring: the <creation of two separate
corporate entities, Downstream and a pure play, E&P.

Wth production in 15 countries and upstream
oper ati ons in an addi ti onal 7 countri es,
ConocoPhi | I'i ps’ nost recent gui dance suggests
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production reaching a |ow of approximtely 1.5 mmboe/d
in 2012, recovering to 1.64-1.69 mboe/d by 2015. The
conpany will rely on a large, diversified upstream
portfolio positioned heavily in OECD countries (nanely
the US, Canada, Australia, UK and Norway, which
accounted for approximately 72 percent of worldw de
production in 2010).

Gowmh of 0.5 percent per annum from 2012 t hrough 2015
is forecast to cone from dobal Gas/LNG SAG Ol
Sands, and Unconventional devel opnents. However, as
ConocoPhillips now stands to conpete wth the
| ndependent, non-integrated oil & gas conpanies, the
conpany’s future strategy remains uncertain.

M. Kepes discussed slide 67, "ConocoPhilips: G obal Areas
of Upstream Operations.”" He felt that Al aska should be
considered a "core area" for ConocoPhilips. He explained
that ConocoPhillips had several areas of activity in
Al aska: expiration activity off-shore, Cook Inlet, and
North Slope. He opined that the North Slope would be
consi dered a harvest area for ConocoPhilips.

M. Kepes I|ooked at slide 68, "ConocoPhilips d oba
Production Portfolio - 2010":

Russia: LUKOL sale |eaves ConocoPhillips wth nodest
production from its two joint ventures in Russia
(Pol ar Lights Conmpany and Naryanmarneftegaz). Regiona
production is forecast to drop from 21 percent of’
wor | dw de production in 2009 to a projected 3 percent
in 2011.

Canada: Anong the |argest natural gas producers in
Canada. Three SAGD oil sands devel opnents—€hristina
Lake, Foster Creek, and Surnont-—-have added long-life
production volunmes to ConocoPhillips’ portfolio.

US: Lar gest produci ng country, with core L48
production where liquid-rich areas (Eagle Ford) wll
be prioritized over gas assets. Declining nmature
assets in Alaska could be offset by prospective
deepwat er volunes in |ong-term

UK and Norway: Region characterized by mature,

declining assets; satellite projects planned to offset
regi onal base declines.
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Chi na: Moddest offshore production from Bohai Bay.

Qatar: Qatargas 3 (onstream in 2010) is key driver to
regi onal gas grow h.

Nigeria: Interests in six onshore assets, serving as
feedstock to Nigeria LNG Trains 4-6.

Australia: APLNG Phase 1 sanctioned in 2011; | onger-
termupside in Australia could stem from assets in the
Browse Basin or Tinor Sea (e.g. Greater Sunrise).

Vietnam Continued developnent of mature Cuu Long
Basi n; potential divestnent target.

Mal aysi a: Devel opnent of deepwater fields (Gumusut-
Kakap and Kebabangan) will bring Malaysia into
ConocoPhi |l I'i ps’ produci ng country portfolio.

| ndonesi a: Lar gest contri butor to Asi a-Pacific

production; ongoing developnment of Corridor PSC and
Sout h Natuna Bl ock B.

Li bya: Legacy onshore Wha concession; above ground
conflict will delay new source oil projects.

Al geria: Onshore oil field production; additional
vol unmes from El Merk (EMK) expected for 2012 start-up.

2:37: 57 PM

M. Kepes discussed slide 69, "Total Portfolio Evolution:
ConocoPhi lips vis-a-vis the Conpetition":

ConocoPhi |l I'i ps’ 2010-2012 Restructuring Plan wll see
the conpany become the largest of the |Independent,
non-integrated international oil & gas conpanies,
conpared to its forner position as the third-small est
of PFC Energy’s expanded d obal Pl ayer peer group.

2000- 2010: Production increases largely driven by the
nmerger of Conoco and Phillips in the beginning of the
decade (growing volumes from 698 nboe/d in 2000 to
1,082 nboe/d in 2002) and the Burlington Resources
purchase in 2006 (grow ng volunes from 1,824 nboe/d in
2005 to 2,358 nboe/d in 2006). The gradual acquisition
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of a 20 percent stake in LUKOL was a key driver to
m d- decade grow h.

2011- 2015: ConocoPhillips’s production is expected to
decline from 2010-2015, due to the conpany’s intensive
asset divestiture program (the initial approximtely

$15 billion asset and joint venture divestnent
program was expanded in 2011 when ConocoPhillips
announced it would shed an additional $5 billion -$10
billion in non-Core assets by end-2012). Volunes are

forecast to decline from approximtely 2,078 nboe/d in
2010 to approximately 1,674 nboe/d in 2015.

M. Kepes |ooked at slide 70, "Reserves and Production:
ConocoPhi l i ps vis-a-vis the Conpetition”

2000- 2006: Production and reserves grow steadily,
largely a result of acquisition: from 271 nboe/d and
5,019 mmboe in 2000 to 682 nboe/d and 11,469 nmboe in
2006. R'P ratio declines from approximately 18 to
approximately 13 years.

2006- 2010: Bot h production and reserves experience a
reversal in grow h; however reserves fall nor e
st eeply. By 2010, production was 776 nboe/d and
reserves decreased to 8,310 mmboe, resulting in the
| owest RIP ratio recorded in the decade at
approximately 11 vyears. In 2010, declines in

production were primarily due to field decline, the
i npact of hi gher prices on production sharing
arrangenments, and the sale of Syncrude.

M. Kepes discussed slide 73, "d obal Production: Evolution
of the Portfolio":

Asia Pacific: Project queue 14 projects deep nakes
Asi a-Pacific the largest developnent pipeline in all
of ConocoPhillips’ portfolio. Region estinmated to
occupy 20 percent of 2011 upstream CAPEX. New projects
in both legacy countries (lndonesia, Vietnam are
being conplinented by startups in Ml aysia (Gunusut-
Kekap, Kebabangan) and Australia (APLNG .

Europe: Mature and generally declining production
position in the UK and Norway, nostly in shallow
waters. Satellite projects poised to sonmewhat offset
base decli nes.
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Latin Anerica: After reaching historic peak production
in 2005, volunes fell to zero in 2009. The Latin

America portfolio, largely acquired through the
Burlington transaction, has never been a material part
of ConocoPhillips’ global operations. Wth no new

volunes anticipated in the portfolio, a conplete exit
fromthe region could be Iikely.

M ddl e East and North Africa: Future growmh is largely
tied to the Qatargas 3 LNG project and El Merk (EM)
in Algeria. Longer-term growh is poised to stem from
Li bya (as yet unsanctioned joint NC 98 and North G alo
devel opnents) assumng a tinmely re-comencenent of
upstream activities.

North Anerica: Largest production region and cash flow
gener at or. New growt h initiatives f ocus on
exploitation of Eagle Ford shale |iquids and Canadi an
oil sands (Christina Lake, Foster Creek, and Surnont),
which are projected to reverse the decline in Canadian
production by 2014 and deliver nmedium and |long-term
vol unme grow h.

Russia and Central Asi a: LUKO L sal e | eaves
ConocoPhillips with only nobdest production from its
two joint ventures in Russia and few growh

opportunities within the remaining portfolio. The sole
growh asset is an 8.4 percent stake in the Kashagan
field, which continues to face major chall enges.

Sub- Saharan Africa: Onshore assets serve as feedstock
to Nigeria LNG Trains 4-6. Longer-term upside tied to
feedstock for the yet-to-be-sanctioned Brass LNG
plant, while 2011 re-positioning in Angola could
provi de exploration opportunities critical to securing
new source ventures for |ong-term grow h.

M. Kepes |ooked at slide 74, "d obal Production: Country
Growt h Project Analysis":

ConocoPhillips’s new source portfolio is driven by (1)
Shal l ow water gas production (Qatar); (2) Canadian
SAGD G| Sands Devel opnments; and (3) US Unconventi onal
production (Eagle Ford).
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Deepwat er projects sourced mainly from the Asia-
Pacific region (Malaysia) and the US GOM deepwater
(mostly non-operated positions), wll ranmp up steadily
over the decade; by 2020 deepwater is poised to
represent 7 percent of global volunmes (conpared to
approximately 2 percent in 2010).

2:42: 04 PM

M. Kepes | ooked at slide 79, "PFC-ldentified Chall enges":

Conmpeting as a “Pure Play” E&P Conpany: The separation
of ConocoPhillips into two, stand-alone Upstream and
Downstream entities is scheduled to be finalized in
1H  2012. The approximately 85 percent of total

portfolio value residing in E& assets wll thereby
becone the largest “pure play” E& Independent, a
conpetitor | andscape position the conpany held

unconfortably prior to the Burlington Resources
acquisition in 2006. Can ConocoPhillips Upstream
conpete successfully in the Independent’s space by
delivering either leading shareholder returns or
| eading production growh? O has it sinply re-
established its original dilemma—+too |large to conpete
with the faster noving International |ndependents, and
too small to conpete with the dobal Players? And if
so, does it survive?

Re-Establishing a Value Proposition: ConocoPhillips’
new strategic focus on Sustained Value Generation is
intended to re-establish the conpany’s conpetitive
advantage in the E&P space. In the near-term the
2010-2013 Restructuring Plan will deliver a smaller
conpany with limted nmediumterm production growh and
i mproved, but unlikely to be l|eading, ROCE and
financial performance. Cearly, the cannibalization of
the conpany’s assets and recycling of proceeds to
sharehol ders in order to shore up share valuation and
total shareholder returns is a stop-gap strategy at
best . G ven continuing financial and operationa
chal I enges ( ROCE, production cost, upstream net
i ncone, etc.), ConocoPhillips may struggle to deliver
a value proposition that will conpete successfully in
either the dobal Player or International |ndependents
peer group.
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| mproving  Operational Per f or mance: While show ng
i mpr ovenent in finding and devel opnent costs,
ConocoPhillips ranks at or near the bottom of the
expanded G obal Players peer group in net incone/boe,
production costs/boe, and Upstream ROCE. The current
portfolio high-grading has already delivered Upstream
ROCE i nprovenent (from 7 percent in 2009 to 10 percent
in 2010) and should deliver inprovenent in operational
metrics; both Syncrude and the LUKOL holdings were
arguably underperform ng positions. Wth long |ead
time, large scale, capital intensive devel opnents |ike
Qatargas 3, Jasm ne, Kashagan Phase 1, and Surnont
poised to deliver material production and cash flow,

ConocoPhi |l lips should see the flowthrough benefits in
terms of nore conpetitive ROCE and operational
metrics.

Delivering Production Gowh: The share repurchase
program acconpanying portfolio rationalization under
the Restructuring Plan is projected to deliver
approximately 3 percent growth in per share production
in 2010 and 2011. However, physical volunes wll
decline in absolute terns over the 2010-2011 peri od—bhy
approximately 208 nboe/d in 2010 from 2009 |evels and
a further approximately 360 nboe/d in 2011 from 2010.
The only region poised to deliver higher production
volunes in 2020 versus 2010 is the relatively mnor
MENA region, projected to reach approximately 177
nboe/d in 2020 versus 72 nboe/d in 2010. New source
volunes in Canada and the North Sea will struggle to
of f set mat ur e asset decl i nes, delivering flat
production in the core North Anerica and Europe
regions, while the LUKOL sell-down w Il danpen what
was once considered a core driver of future growh for
the conpany. Wile boasting a 10 billion boe resource
base, it is not clear how ConocoPhillips will deliver
the promsed surge in organic growh over the 2015-
2020 period from its captured portfolio—although the
enhanced CAPEX spend in the Eagle Ford play is a good
starting point. Barring a nmaterial acqui sition
(certainly not out of the question), the conpany wll
be looking to its exploration portfolio to deliver a
medi um term “engi ne of growh”.

\V/ g Kepes discussed slide 80, "ExxonMobi | : Conpany
Overvi ew':
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ExxonMbbil is the largest global integrated conpany
(vol unes averaged approximately 4,450 nboe/d in 2010),
with production in 21 countries and upstream
operations in an additional 20 countries.

ExxonMobi| has |ong adhered to a growh strategy based
on scale, basin dom nance, and execution excellence,
which has required the conpany to seek continuous
access to investnent opportunities of adequate size
and materiality.

In 2010, faced with the commissioning of the final
el enents of the conpany’s Qatar project portfolio (the
final four approved LNG trains at RasGas and Qatargas,
and Phase 2 of the Al Khaleej gas project), declining
production in Europe and Asia-Pacific, and already
holding a considerable stake in the Canadian oi
sands, Exxonhbbi | took an aggressive nove into
unconventional shale gas exploitation.

The 2009 acquisition of XTO Energy brings materiality
to ExxonMobil’ s technical expertise in tight gas, CBM
and shale oil and gas exploitation, with approxi mately
2.3 bcf/d and 87 nboe/d of production, proved reserves

of approximately 2.3 billion boe, and a resource base
of 7.5 billion boe. From a position of basin
dom nance in the US Onshore, ExxonMbil wll seek to

build a global unconventional portfolio; as such, the
conpany has already begun purchasing prospective
acreage in Argentina, Cermany, Poland, I|ndonesia, and,
nost recently, China.

Largely a result of the acquisition, ExxonMbbi |
recorded a 13 percent increase in production in 2010
over 2009. The conpany will seek growh of 4-5 percent
per annum over the 2009-2014 peri od.

M. Kepes | ooked at slide 81, "ExxonMobil: G obal Areas of
Upstream Operations.” He explained that PFC Energy anal yzes
each conpany's portfolio to look at the growth prospects,
decline rates, amount of re-investnents, and materiality.
He remarked that 50,000 barrels per day to a conpany that
produces 4.4 mllion barrels per day was nuch different
than 50,000 barrels a day to a conpany that produces
200,000 barrels per day. He stressed that relative
materiality nust be factored into the analysis. He stated
that Qatar was the largest single country contribution to
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the United States as of 2011. In 2011, ExxonMbil bought a
| arge shale gas conmpany, XTO, which made the United States
the | argest single country producer again. He noted that it
was remarkable for Qatar to contribute so nuch, because the
country was so small. He added that Al aska was a "harvest
area" for ExxonMbbil .

M. Kepes discussed slide 82, "ExxonMbil G obal Production
Portfolio - 2010":

UK and Norway: Mature North Sea assets have delivered
vol une declines of approximately 5 percent per annum
in Europe over the last 5 years.

Russia: Strong performance track record at Sakhalin |
and Arkutun-Dagi. Rosneft Strategic partnership could
be a dial-turner in Russia (Arctic exploration & tight
oil resource exploitation).

Kazakhstan: Participation in 2 |arge-scale projects:
Tengi z & Kashagan.

Canada: Q1| sands volunmes (Cold Lake, Syncrude, and
Kearl projects) wll domnate out-year production
gr ow h.

Germany: Legacy gas assets; recent unconventiona
acreage acqui sition.

US: Largest producing country; regional decade-Iong
decline reversed wth purchase of XTO XTO conbi ned
with three additional unconventional acquisitions wll
make the Onshore L48 the cornerstone of future grow h.

Qatar: Represented approximately 20 percent of 2010
out put . Decade-1ong double digit growh driven by
final tranche of sanctioned LNG capacity in Qatar.

Ni geria: GCenerally declining shallow and deep-water
assets.

Australia: Gas oriented region, with growh stenmng

from Gorgon LNG project and G ppsland Basin shall ow
wat er projects (Ki pper and Turrum.
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| ndonesi a: Near-term gas volunes will hold production
steady as ExxonMobil positions for new ventures in the
unconventi onal space (coal bed nethane).

Mal aysi a: Key gas producing area; focus on enhanced
oil recovery (EOR) and field |ife extension schenes.

Argenti na: | egacy, declining gas assets; recent
acreage positioning in prospective shale Neuquen
Basi n.

Angol a: Milti-field new source devel opnments (Kizonba
Satellites Phase 1, Pazflor, and CLOV) drive regional
gr owt h.

Papua New GCuinea: Fornerly small contributor to the
ExxonMobi|l portfolio, PNG wll rise in promnence
within the portfolio through the nonetization of gas
reserves at PLNG

2:47:13 PM

M. Kepes |ooked at slide 83, "Total Portfolio Evol ution:
ExxonMobi | vis-a-vis the Conpetition.” He pointed out that
ExxonMobi| was not designed to "grow', because there focus
was on the financial efficiency and return. He stressed
t hat ExxonMobil would not pursue an investnment opportunity
for grow h purposes.

Aver agi ng approximately  4.45 nmboe/ d in 2010,
ExxonMobi|l continues to lead its peer group in terns
of producti on.

2000- 2010: For nuch of the last decade, production
oscillated, rising between 2000 and 2002 and then
agai n 2005-2007; however, by 2009 production volunes
were only slightly above |evels recorded at the start
of the decade, averaging approximtely 3.92 nmboe/d.
In 2010, ExxonMobil secured production growh of
approximately 13 percent (approximately 6 percent
excluding the XTO acquisition), reaching approximately
4.45 mboe/d. For a conpany that has prided itself on
organic reserves and production growh, the XTO
acquisition marks a considerable departure in growh
strategy for ExxonMobil.
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2011- 2015: ExxonMobil’s production is forecast to grow
nodestly between 2010 and 2015, reaching only
approximately 4.54 mmboe/d in 2015. Wile PFC Energy
estimates are |lower than ExxonMobil targets, the
absence of gui dance regar di ng growt h proj ects
associated wth the XTO portfolio make the pace of
future growth uncertain.

Kepes discussed slide 84, "Reserves and Production:

ExxonMobi | vis-a-vis the Conpetition":

ExxonMobi | has recorded one of the nobst consistent R P
ratios of all of the dobal Mjors. A slight increase
over the past decade (from approximately 13 years in
2000 to approximately 15 years in 2010) reflects the
increase of reserves in the context of generally flat
I i ne production.

2:50: 08 PM

M.

Kepes | ooked at slide 87, "d obal Production: Evolution

of the Portfolio":

M.

Europe’s dwindling R'P ratio is largely due to the
maturity of the asset base.

A focus on exploitation (as conpared to exploration)
in Africa has resulted in a decline in the regions
R'P ratio.

Largely due to the XTO acquisition, both reserves and
production experienced a large bunp in 2010; in turn,
the US R'P ratio grew from approximately 17 years to
approxi mately 21 years.

In 2009, ExxonMbbi | began reporting Bitunmen and
Syncrude as distinct reporting regions, which, in
turn, resulted in a sharp decrease in oil reserves and
production reported wunder the Canada/ South Anerica
reporting region.

Kepes discussed slide 88, "d obal Production: Country

Growt h Project Analysis":

ExxonMobil’s US new source portfolio will dwarf new
source production from all other countries. Through
2015, the US wll contribute nearly 40 percent of
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gl obal new source increnmental volunes, 99 percent of
which will stem from the conmpany’s unconventional
activities (acquisitions plus the Piceance tight gas
devel opnent).

Production from Qatar wll primarily be tied to
devel opment of the North Field and the Qatargas and
RasGas LNG projects, while the rest of the new source
| andscape reflects ExxonMbil’s expansive upstream
portfolio.

I nternational wunconventional developnments are likely
to be largely immterial until 2020 or thereafter

M. Kepes |ooked at slide 90, "ExxonMbil Al aska Activity
and PFC Energy Assessnent”:

ACTI VI TY:

In Al aska, ExxonMobil holds interests in the Geater
Prudhoe, G eater Point MlIntyre, and Geater Kuparuk
areas. The conpany is one of the largest North Sl ope
producers, although production from the region is
declining; 2010 net production averaged 117 nb/d of

['iquids.

Devel opnent activities continued at Point Thonson in
2010 (35 percent w.i., operated), and first production
of gas liquids is anticipated in 2014. The |l onger-term
pot enti al lies in comercialization of the gas
reserves, which 1is dependent on building a gas
pi pel i ne.

PFC ENERGY ASSESSMENT:

Material harvest position. As the |argest holder of
di scovered gas resources on the North Slope and a co-
oper at or of t he Pr udhoe Bay West ern Regi on
devel opment, ExxonMbil holds a leading position in
Al aska.

2:54: 56 PM

M. Kepes discussed slide 91, "PFC-ldentified Chall enges":

Del iver on unconventional resource positioning: The
XTO Energy acquisition and subsequent shale gas
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acreage transactions have nade ExxonMobil a force in

the North America unconventional resource play. That
said, the conmpany has provided limted guidance on
pace of forward devel opment despite continued acreage
accunul ati on. Furthernore, given the weak US gas
price envi ronnent , it IS uncl ear how rapidly
ExxonMbbi | ’s managenent wl | grow sales vol unes.
ExxonMobil is counting on additional |ong-term val ue
arising from the XTO transaction through devel opnent
of its expandi ng portfolio of | nt er nati ona

unconventi onal resource hol dings.

Execute on Asia-Pacific LNG Projects: ExxonMobi | has
a queue of LNG devel opnents in Asia-Pacific, including
Gorgon LNG (operated by Chevron), PNG LNG and the
potential Scarborough gas field devel opnent, all of
which are poised to generate longer-term volune
grow h. Each of these projects cones with significant
t echni cal chal | enges—€2 capture and disposal at
Gorgon LNG rempte gas field developnent and |ong
di stance pipeline transport in the case of PNG LNG
and the renmote offshore location of the Scarborough
field in the Carnarvon Basin (which may result in the
field being dedicated as feedstock supply to the Pluto
or Weatstone LNG projects, rather than a greenfield
LNG devel opnent). Performance wll be critical to
ensuring long-termregional portfolio growh.

Mai ntain |eadership in share buy-back and dividend
per f or mance: ExxonMobi| has been a clear peer group
| eader in returns to sharehol ders, di stributing
approximately $19.7 billion through dividends and
share buy-backs in 2010 and spending approximately
$114 billion on share repurchase over the 2006-2010
peri od. Wth the increased enphasis being placed on
unconventional gas resources to deliver future volune
growt h, shareholders will be |ooking for ExxonMbil to
continue its leading dividend and share buy-back
performance, as the <core differentiator from its
faster growing (in volunetric terms) peer group
compani es.

Replace volume growth from Qatar North Field

conmerci al i zat i on: Wth full ranp-up of the fina
four liquefaction trains at the RasGas and Qatargas
LNG conpl exes, and continued inposition of a

devel opment noratorium for the North Field resource by
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the Qatar governnment, ExxonMobil wll be challenged to
deliver material gl obal grow h.

-1t is not clear how aggressively ExxonMbil wll | ook
to develop its US Onshore unconventi onal gas
resources, given current and projected gas pricing in
the North America market;

-Moneti zation of captured frontier gas resources in
North Anmerica (Alaska North Slope, Mckenzie Delta)
continues to face delays in the form of regulatory
hurdl es (recently renoved for the Mackenzie Valley gas
pi peline project) and gas nmarket suppl y- demand
bal ances;

- Devel opnent of captured oil reserves in the Caspian
region have experienced significant delays and cost
over-runs, and are comng under increased political
ri sk through accel erating resource nationalism

- ExxonMbbil was successful in securing a growh
position in I raq t hr ough t he West Qurna-1
redevel opnent project, but wll have to share the
|arger lraqi resource prize with a nunber of 10Cs and
NCCs. It is not clear that Iraq can beconme a Core
grow h area for the conpany.

SB 192 was HEARD and HELD in commttee for further
consi derati on.

Co- Chair Stedman di scussed the follow ng day's agenda.

#
ADJ OURNVENT
2:57:35 PM

The neeting was adjourned at 2:57 PM
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