America’s Oil and Natural Gas Industry

The Truth About Oil and Gasoline




Diesel, Gasoline and Crude Prices
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Source: NYMEX (WTI crude oil) and AAA (gasoline and diesel)



Average Price Increases Year to Date (cents per gallon) — January 1 to August 20
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Source: NYMEX (WTI crude ail) and AAA (gasoline and diesel)




Key Factors Affecting Markets
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World Oil Consumption
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OPEC Surplus Crude Oil Production Capacity
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Note: Shaded area represents 1997-2007 average (2.9 million barrels per day)

Sowrce: EIA, Short-Term Energy Outlook, July 2008




What consumers are paying for at the gasollne pump
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Crude 0il Refining and Taxes
Retailing

1.2% Earnings*

Seurce: Average of gassline componants from April thraugh Jure2008 as reported by E1A

*Eamings differ by company, With 25 companies reporting as of August 7, 2008, figure represents net incoms
divided by sales calculated from company financial reperts fled with the federal gevemment.




First Quarter of 2008 Earnings by Industry (net income/sales)

Chemicals ~— 157
Computer and Peripheral Equipment [T 137
Electrical Equipment, Appllances and Components 121
All Manufacturing Less Autos . BB
Aerospace Products and Parts T 8.2
Al Manufacturing =00 7.6
Apparel and Leather Products 0 7.5
QOil and Natural Gas NN 7.4
Machinery =0 7.3
Iron, Steel and Ferroalloys =~ 6.0
Food =" 50
Furniture and Related Products = 3.0
Plastics and Rubber Products = 2.2
Textile Mills and Textile Product Mills ©~ 0.8
Paper | 0.5
Motor Vehicles and Parts - -2.4

-30.0 20.0 410.0 0.0 10.0
Sowrces: Based on company filings with the federal government as reported by LS. Census Bureau and O Daily.
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Return on Investment (net income/net investment in place)

== S&P Industrials @ U.S. Oil and Natural Gas
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source: EIA, Performance Profifes of Major Enengy Producers, vanous issues and 2006 S&P flgure complled by PWC from Compustat data.




Capital Spending

\WHERE FUNDS WILL GO FOR US PROJECTS Table 1
Chan Chan
2008, 2008-2007, 2007, 2007 . 20086,
million $ %o million $ %o million $
Exploration-production
Drilling-exploration. . . ........ 130,200 4.2 125,010 0.8 124,000
Produiction .. e 24,750 4.2 23,760 0.8 23,560
OCS leasebonus. ........... 5,250 878 2,795 205.8 914
Subtotal ................. 160,200 5.7 151,565 2.1 148,474
Other

R L B e S e e 13,000 570 8,280 -8.0 9,000
Petrochemicals. .. ........... 1,000 19.0 840 17 780
MBI (v aiveia s win i 3,000 20.0 2,500 0.0 2,500
Crude and products pipelines . . 6.629 269.1 1,796 1,173.8 141
Natural gas pipelines......... 5,710 30.8 4,367 94.5 2,245
Other transportation . ........ 1,200 23.7 970 14.1 860
Mining, otherenergy. ........ 1,200 20.0 1,000 0.0 1,000
Miscellaneous . .. ........... 5,000 22.0 4,100 10.8 3,700
Subtotal .- .. 36,739 54.0 23,853 18.0 20,216

2 T e T e I I 196,939 123 175,418 4.0 168,690

Net Income — Oil Daily 155,770 162,769

Source: Oil and Gas Journal, April 28, 2008



Oil and Natural Gas New Investments and Earnings
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U.S. Crude Oil Resources (Undiscovered Technically Recoverable Federal Resources)*

Gulf Offshore/Deepwater
44.9 Bbl

Source: MMS, BLM, and APl caleulations 116.4 billion barrels is enough oil to power
#Figiires may not add exactly 1o total due o Foundiig. over 65 million cars for 60 years.




U.S. Natural Gas Resources (Undiscovered Technically Recoverable Federal Resources)

Gulf Offshore
232.5 Tef

650.9 trillion cubic feet is enough natural g;
Source: MMS. BLM. and APl caloulations to heat 60 million homes for 160 years.




Number of refineries declines but capacity expands Operable*

Capacity
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Technology—Our Industry’s Investments (2000-2005)

$135 Billion

583 billion
(66%)

598 Billion

$32 Billlon
(23%)
$15 Billion
55 Blillon 111%)
1 l 1 1
il and Gasg Oribait Fadaral End Hiaf
AT Pl e Private Govarnmant Hydrocarbons Usa Hydrocarbons

Sowece; IER and CEE



Carbon Mitigation (2000-2006)

$94 Billion
$42 Billion
(45%)
$37 Billion
(39%)

$15 Billion

(16%)

Qil and Gas Other Federal
Companies Private Government

Source: T2 & Associates and CEE




Leading Emerging Energy Investments by U.S, Firms (2000-2005)

End Use: 2000-2005 MNon-hydrocarbons: 2000-2005

$31 Billion

Other Private
Companies
520 Billion

Oil and Gas
Companies
$11 Billion
Federal

Government

$£0.8 Billion

Sowece; IER and CEE

$15 Billion

Qil and Gas
Companies
$1.2 Billion
Other Private I
Companies
512 Billion

Federal
Government
$1.6 Billion



U.S. Environmental Expenditures since 1990 (by sector)
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Dol AP Satstics, Brviecnnental Expend tises by Of and Gas industry, Apnl 2008,



Who Owns “Big Oil"? (Holdings of Oil Stocks, 2007)

5.0% Other Institutional Investors
1.5% Corporate Management

29.5%
Mutual Funds
and Other Firms

23.0%

Individual 27.0%
Investors Pension

Funds

Source: SONECON, The Distribution of Ownership of LLS. Off and Nalural Gas Companies, September 2007




Stock Repurchases as a Share of Net Income

== SEP Industrials == Oil and Natural Gas
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Total Income Tax Expenses (billions of dollars)

$90.4
$71.1
$48.4
$35.0
$277 $32.3
II i II
2000 2001 2002 2003 2004 2005 2008

Source: EIA, Performance Proffes of Major Energy Producers, Table B12.




Income Tax Expenses as Share of Net Income Before Income Taxes

11 0il Companies’ I | All Manufacturing Companies

40.7%

31.3%
I—Iasﬁ
2005

Sowce; B, Parformanoe Proffes of Major Enargy Producers, Table B2
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Future U.S. Energy Demand
+ The U.S. will require 19% more energy in 2030, than in 2006.

140 Percentage Hydro 2030
of US. B Nuclear
Total 2006 2.5%
Bl Biomass and Renewables
120 B ces 2.9%
Bl Coal
100 1980 Mo
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Source: EIA, AEO 2008 *excludes ethanol and other biofuels, they are counted iIn biomass and renewables




2006 2030 % Change

Consumption Quads % Share Quads 9% Share
Liquid Fuels and Other Petroleum39.55 39.7% 41.22 34.9% 4.2%
Natural Gas 22.3 22.4% 23.39 19.8% 4.9%
Coal 22.5 22.6% 29.9 25.3% 32.9%
Nuclear Power 8.21 8.2% 9.57 8.1% 16.6%
Hydropower 2.89 2.9% 3 2.5% 3.8%
Other Biomass & Renewables  4.07 3.3% 10.92 9.3% 168.3%

Total 99.52 100.0% 118.01 100.0% 18.6%
Oil and Gas 61.85 62.1% 64.61 54.7% 4.5%
Oil, Gas and Coal 84.35 84.8% 94.51 80.1% 12.0%

* Oil equals Liquid Fuels and Other Petroleum excluding Ethanol, Biodiesel and Liquids from Biomass, AEO 2008, table A17

A Other Biomass & Renewables includes Biodiesel and Liquids from Biomass, AEO 2008, table A17

EIA, AEO 2008




Policy Choices Needed to Ensure Future Energy Security

%+ Encourage Energy Efficiency.

++ Encourage investment in long-term energy initiatives
and advanced technologies.

+* Reduce barriers to increasing domestic supplies.
«» Rely on market forces to allocate products.

+»» Refrain from new taxes that make it more expensive
to develop our domestic supplies.

+» Support the need to participate actively in global energy
markets rather than isolate the U.S.



