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"What can be done to maintain and increase profitability on the NCS”

Kjell Pedersen, CEO Petoro



NCS Status

Large reserve base
Improved licensing regime
Proximity to market
Established infrastructure

.. on the other hand

Government take

Dominance by a few Operators
Declining field size

Cost levels

Current status

Industry:
Lower taxes,
More acreage
Reduce cost !

Future Short term
profitability action
and value

creation required !

Government:
Lower costs,

Significant more acreage
Some tax adjustments !
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”Mother Nature”
Total HC volumes
Prospect size
Reservoir characteristics

Total
Hydrocarbons in
place is finite and

absolute

Sources of value creation

NPV post-tax
e ,ﬂ
Supply and Project Taxable -
__ | Demand for development Operations profits |
acreage
g
Revenue
Long term decision making process Commercially
Reserves recoverable
Technology hydrocarbons is
c decided by joint
0sts efforts from
Risk industry and

authorities
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Acreage avallability and Industry structure

18th round answered the industry's need for
acreage with the notable exception of Nordland
areas

Changes is terms may secure a better turn-over
of acreage

Up to industry to exploit the available acreage
cost effectively and timely

Established players will secure main forward
development

— Majority of capital, technology and competence
New players will be important supplement

— Entrants must be willing to pay the price

— Operatorship key to influence and create new

Operatorships on the NCS

aCtIVIty [ Statoil O Norsk Hydro B Majors O Others
— Technical niche players or financial participants

Commercial value in operatorship
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NCS project portfolio and potential

18 fields
Waiting to be developed

Is it only a question of oil price ?

*Access to infrastructure
*Change of operator/ownership
*Cost levels

eTax
«Technology

300 mill Sm3
Approx 1,8 bill bbls o.e.

0 10 2 3 4 5 6 70 8 9% 100
Mill Sm3 oe

¢ petoro



Cost focus in a 40%/bbl world ?

e Industry must maintain momentum
e What role will the authorities play ?

— Single rooms (Samsoving)
— Supply base structure
— New requirements

e Industry most focus on effective operations
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Total: 3,2 billion NOK

.

Total: 3,5 billion NOK

¢ petoro



Summary and conclusions

Move on !

Industry structure

Project portfolio

Cost and regularity
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