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Industry appetite for exploration continues to remain high

100 1

Global Exploration Spend ($Bn)

1990
1991
1992

1993

Global Exploration Spend

1994
1995
1996

1997

1998
1999
2000
2001

2002

2003
2004
2005

2006

2007
2008
2009
2010
2011

ENorth America
OSouth EastAsia
BSouth Asia
OCaribbean

& South America
B North Africa

O Middle East
BOceania

B EastAsia
B Australia
O Eastern Europe
OCentral America

B Western Europe
B Russia
@ Central Asia

@ West Africa
O South & East Africa
@ Southern Europe

Source: Rystad, Company Reports and Bernstein Analysis

/B

BernsteinResearch.com

European/Russian Oil & Gas — September 2012


//ACNTLON011/DEPT/LON_SSRES/Integrated Oils/Rob/Global Exploration Spend By Region 1990-2012.xlsx

Over the last 10 years almost 50% of global discovered conventional oil

& natural gas resources have come from deepwater
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The GoM has moved from predominantly shallow-water
pro/aggradational plays into deepwater fans and turbidite systems

History of Gulf of Mexico
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Deepwater and frontier areas have yielded the largest discoveries recently
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We have entered a phase of exploration characterised by large discoveries within

every water depth category
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The world’s “average oil bbl” is produced in 100m of water, with c70%

produced onshore, c24% in shallow water & 7% from deeper water

Percentage of Oil Production From Different Water Depths and Water
120 - Depth of the “Average” Bpd of Supply

- 100%
- 90%
100 - .
80% 3
=
— 0
E 80 - 70% 2
O
g_ 60% =
8 60 50% 2
<5 =
g 40% ¢
()] o
40 - =
< 30% £
o
20 A 20% i
10%
0 - 0%
o AN < (o} [o0] o A < O o0} o AN < <} o0} o AN < O [o0] o AN
N~ N~ N~ N~ N~ o0} 00] (o0] o0} o0} (@] (o)) (@] (@] (o)) o (@] o (@) o o o
(@) (@) (@] D (@) (@] (@) (@) (@] (@] (@] (e} (@] (@] (o)} o o o o o o o
i i — i i — — i — — i — i i — AN N N AN N N AN
= \W ater Depth of the World's Average Bbl of production e Proportion Onshore
e Proportion Deeper Water (>500m) === Proportion Shallow Water

Source: Rystad Energy, Bernstein Analysis

/ I 5 BernsteinResearch.com European/Russian Oil & Gas — September 2012



//ACNTLON011/DEPT/LON_SSRES/Integrated Oils/Rob/Oil Production By Water Depth Category.xlsx

The world’s “average gas bbl” is produced in 60m of water, with c70%

produced onshore, c21% in shallow water & 3% from deeper water

Percentage of Natural Gas Production From Different Water Depths and Water
Depth of the “Average” Bpd of Supply
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Is the outlook for deepwater supply today like the history of shallow

water offshore production in the 1970s?

Production from Different Categories of Water Depth
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Is deepwater oil production today like offshore production in the mid-80s?

Offshore (>100m) Oil Production Deepwater (>1000m) Oil
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Deepwater oil production remains the realm of the Majors
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Offshore exploration and development may be more expensive than

onshore, but the Majors want to do more of it

Costs of Onshore vs Offshore European Integrateds’ Spending on
Exploration Exploration as a % of Upstream Capex
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The Majors have rushed in to secure sub-salt Angolan acreage

Kwanza Basin Pre-Salt Acreage By Holder
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Deepwater developments are associated with high decline rates —

though it varies by basin

Average Decline Rates By Basin
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Production profiles from GoM wells categorized by water depth
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The “peakier” production profile of a GoM well is actually more valuable

than that of a lower-peak:lower-decline North Sea counterpart

GoM wells have higher production and higher decline ... The maths of discounting cash flows therefore yields a
rates, so each barrel is recovered sooner on average... higher discounted stream of income for the GoM
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NPVs of deepwater developments such as Brazil can be highly attractive,

especially if FPSO deployment is rapid and flow rates remain strong
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Deepwater Revenue Opportunity

Based on normalized deepwater rate of $400,000/day and 95% utilization, we estimate the deepwater
revenue opportunity for oil services industry to rise to $27 B in 2014

Deepwater Rig Count by Region Estimatec_l Deepwate_r Revenue
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The Marginal Cost of Supply is the best predictor of oil prices

justified by the fundamentals and was c$90 / barrel in 2011

Marginal Cost of Supply Curve
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The marginal cost of oil production has risen 14%/yr for the past decade

10Yr
Us H/bbl 2002 2003 2004 2006 2007 2008 2009 2010 2011 CAGR
WTI 25.96 2617 31.06 41.51 56.59 66.09 72.23 899.92 61.99 79.51 95.05 14%
Brent 24.40 25.02 28.87 38.32 24.51 55.42 72.71 97.69 52.04 79.73 111.05 16%
Revenue 14.33 15.70 19.62 28.66 38.24 4489 48,75 60.97 40.93 51.93 65.64 16%
Resalization Spread 10.07 932 9.25 9.66 16.27 20.53 2:3.96 36.72 21.11 27.80 45.41 16%
Froduction Costs 3.9 397 4.76 5.10 7.71 9.15 10.53 16.78 13.32 16.73 21.14 20%
Exploration Expense 0.63 0.63 0.65 0.52 0.92 1.27 1.70 1.9 1.85 1.78 1.99 12%
DD&A 2.61 3.38 3.99 454 2.07 5.04 7.18 B.7G 5.40 9.22 9.86 14%
SG&A & Other 0.54 0.87 0.73 1.10 1.72 1.56 1.89 240 215 1.89 2.89 18%
Income Tax 2497 298 3.89 8.50 11.91 13.93 14.44 14.36 6.82 10.21 13.41 16%
Impifed CT Rate 42% 43% 39% 23% 22% 52% 53% 46% 45% 46% 45%
Met Income 4.07 3.90 5.00 7.59 10.92 12.94 13.02 16.76 8.40 12,11 16.36 15%
Net Income Margin 28% 25% 3% 26% 29% 29% 27% 27% 21% 23% 25%
Unit Costs 7.29 5.84 9.73 12.57 15.41 18.02 21.30 29.85 25.72 29.61 35.88 17%
Organic F&D Costs 5.10 a2.79 5.53 10.32 12.67 13.32 16.54 20.22 10.94 15.76 17.45 13%
RERR (3 Year Average) 130% 132% 119% 114% 101% 105% 101% 98% 108% 115% 129%
Cash Flow (Pro-Forma) 7.3 7.90 10.24 12.95 16.91 2025 21.89 2743 18.65 23.11 28.20 14%
FCF 0.50 (1.35) 1.84 2.35 2.70 1.42 2.50 3.19 (0.30) (3.74) 2.84 17%
Capex 6.71 9.28 8.40 10.60 14.21 18.83 19.39 2424 18.95 26.85 25.36 14%
Fe-Investment Ratio 92% 117% 82% 82% 84% 93% 89% 88% 102% 116% S90%
Maginal Cost 25.30 28.50 36.27 4517 57.55 5439 63.81 96.14 67.80 83.23 82.26 14%
Cash Cost 9.69 972 12.45 15.00 21.66 23.04 2435 32.36 24.02 2587 39.65 15%
WTIY Marginal Cost 1.03 0.89 0.86 0.92 0.98 1.22 1.13 1.04 0.91 0.96 1.03
Brent/ Unit Cost 3.39 2.83 2.97 3.05 3.54 3.63 3.41 3.27 241 2.69 3.10

Source: Company Reports, Bernstein Estimates
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Oil Prices Should Continue Their Upward Trend

BrentQil ($/bbl)
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While deepwater exploration investment and success has risen, it is

Increasingly about natural gas
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If gas prices stay at these elevated levels in Asia and Europe then

companies are still willing to develop these resources

Natural Gas Prices
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The Future of Deepwater Production
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Disclosure Appendix
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References to "Bernstein" relate to Sanford C. Bernstein & Co., LLC, Sanford C. Bernstein Limited, and Sanford C. Bernstein, a unit of AllianceBernstein Hong Kong Limited, collectively.

Bernstein analysts are compensated based on aggregate contributions to the research franchise as measured by account penetration, productivity and proactivity of investment ideas. No analysts are
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David Vos maintains a long position in Cadaogan Petroleum (CAD.LN)

Accounts over which Bernstein and/or their affiliates exercise investment discretion own more than 1% of the outstanding common stock of the following companies BG/.LN / BG Group PLC, PMO.LN / Premier
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Compliance, 1345 Avenue of the Americas, New York, N.Y. 10105 or Sanford C. Bernstein Limited, Director of Compliance, Devonshire House, One Mayfair Place, London W1J 8SB, United Kingdom; or
Sanford C. Bernstein, a unit of AllianceBernstein Hong Kong Limited, Director of Compliance, Suite 3401, 34th Floor, One IFC, One Harbour View Street, Central, Hong Kong.
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and wishing to effect securities transactions in any security discussed herein should do so only through Sanford C. Bernstein & Co., LLC.

To our readers in the United Kingdom: This publication has been issued or approved for issue in the United Kingdom by Sanford C. Bernstein Limited, authorised and regulated by the Financial Services
Authority and located at Devonshire House, 1 Mayfair Place, London W1J 8SB, +44 (0)20-7170-5000.
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Financial Services Authority under U.K. laws, and by the Hong Kong Securities and Futures Commission under Hong Kong laws, all of which differ from Australian laws.

One or more of the officers, directors, or employees of Sanford C. Bernstein & Co., LLC, Sanford C. Bernstein Limited, Sanford C. Bernstein, a unit of AllianceBernstein Hong Kong Limited, and/or their
affiliates may at any time hold, increase or decrease positions in securities of any company mentioned herein.

Bernstein or its affiliates may provide investment management or other services to the pension or profit sharing plans, or employees of any company mentioned herein, and may give advice to others as to
investments in such companies. These entities may effect transactions that are similar to or different from those recommended herein.
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