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The Changing Perception of the QOil Industry’s Dynamics

The end of the
Oil Age

Spring 1999

Fall 2003
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Accordingly, in practical terms, the U. S. issue Is
already resolved.

The remaining question Is:

World
Is the L'.S. Running Out of Oil?



World Oil Trading to Meet Demand

Major trade movements

Trade flows warldwade (million tonnesl
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World Per Capita Annual Oil Consumption
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US Oil Demand

U.S. Qil Production and Imports
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US Import Supply

U.S. Crude Qil Imports by Source
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THI5 LOOKS REALLY

RiICULOUS...

LET 'S GO FOR THE OIL!
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Million Barrels

World Liquids Resources

Produced and Remaining Liquids Resources
(Including Reserves Growth, Oil Sands / Extra-heavy Oil and Yet-to-Find)

B Remaining Undeveloped Qil Sands and Qrinoco with Resource Growth

L ORULIR @ Undiscovered Conventional Liguids (USGS) at 1st Jan 2003 with Resource Growth
B Conventional Liquids Resource Growth
O Remaining Discovered Conventional Liquids at 1st Jan 2003
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World Oil Production — “Hubbert’s Peak™

Predicted production curve

Million Barrels per day
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Source: hitp:/fwwwy.2la.doe.goy

Regular Oil & Natural Gas Liquids
2003 Base Case Scenario




Five Highest State's Oil Production
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A Popular Topic, but No Clear Public Consensus

“We’re draining our
reserves dry.”

Houston Chronicle
May 30, 2004
Llewellyn King
Chairman & CEO
King Publishing Co.
Publisher for:

White House Weekly

& Energy Daily
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“Enough ol to last for
500 years.”

Houston Chronicle
May 30, 2004

H. Sterling Burnett
Senior Fellow
National Center for
Policy Analysis



Red Baron’s View |s that both statements
are correct, with slight editing....

Cheap , if the price Is
high enough.

“We’re draining our “Enough oll to last for
reserves dry.” 500 years<=

Houston Chronicle Houston Chronicle

May 30, 2004 May 30, 2004

Llewellyn King H. Sterling Burnett

Chairman & CEO Senior Fellow

King Publishing Co. National Center for

Publisher for: Policy Analysis

White House Weekly

& Energy Daily
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Q Oxy BusINESS MODEL
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® Exploration
¢ Enhanced Oil Recovery (EO!
® Acquisitions




There’s one pipeline that's still
working for the oil companies...
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OCCIDENTAL PETROLEUM CORP (NYSE: OXY)

I Financial Information (millions of dollars) Q303 Q304 | % Change I
Corporate
Revenue (24)c 178,584 | 231,026 29.4
Net Income (24) 10515 | 16,356 | 555 )
Worldwide Lines of Business Net Income
Petroleum (26) d 13,98 19,934 42.5
Oil and Natural Gas Production (20)e 10,821 14,552 34.5
Refining/Marketing (13)e 3,168 5,382 69.9
Downstream Natural Gas and Power (9) 773 998 292
Chemicals (9) 392 1,527 ( 289.8
Domestic Net Income by Function \/L
Oil and Natural Gas Production (13) 5,376 6,399 19.0
Refining/Marketing (13) 2,552 3,830 50.1
Foreign Net Income by Function
Oil and Natural Gas Production (6) 3,309 4,989 50.8
Refining/Marketing (4) 0 865 | 1552 |C 793 )
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>  COMPARATIVE TOTAL RETURNS

LA

5 Years (12/31/98 - 12/31/03)*
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Major Oil Companies
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ro WORLDWIDE PRODUCTION
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Q OiL & GAS PRODUCTION FORECAST
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i':‘; FINDING & DEVELOPMENT COSTS*
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LS UNITED STATES

2003 Production

~ Oxy Pe rmlaﬁ
trmlﬁrj ﬁt‘; a2
L ©

| s

Horn Mountain




i::\_ LIBYA — RECENT DEVELOPMENTS

1999 Oxy Receives US Permission

, : for Technical Teams to Visit
Occidental Production Areas Libya for Data Exchanges

Madil=ranean Sea

2004 US Removes Travel

Restrictions for US Citizens'
Travel to Libya

US Grants Oxy the Right to
Megotiate Its Return to Libya

Oxy CEQO & Key Staff Visit
Libya to Meet with Ghadafi

and Other Senior Libyan
Officials

US Lifts Remaining Sanctions

Benghazi =
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Hurricane lvan



http://i.a.cnn.net/cnn/2004/BUSINESS/09/17/oil.prices.reut/story.ivan.ap.jpg

Other Forces / Considerations
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Taxes Make Gasoline Prices
Higher in Europe

U.S. $/Gallon
S = N W A O ;N

Qﬁ

B Gasoline Cost B Taxes

Source: EIA, Weekly Petroleum Status Report
(Average for Jan-May 2004)



7% -
6% - N

5% M/A\
4%
3% 4\VA¢W\/;
VW
1%

0% - ,

b keaBY k87 loe ¥l kT Jan¥E JanPT lee®™ Jani0

ey :::-I !"_.'l :I1 e 1._” T 1:{;'& EIH

Baurrcs: Bfl;l-:m F.u-.r ]




Changes In the Federal Fund Rate

1997 1988 1999 2001 2002 2003 2004 2003

SOURCE: The Washington Post | GRAPHIC: washingtonpost.com
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Economic Jaws of Inventory & Price —
eading Indicator or Symptomatic Result?

U.S. Crude Oil Inventory VS OIl Price

(The Last 13+ years)
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Free Markets At WorKk:

Sample Factors

Impact of Rising Prices Impact of Low Prices
eConservation & Demand eUnrestrained use &
destruction Demand stimulation
*Fuel switching *Fuel switching
*Reserve & production *Reserve & production
expansion contraction

e|Ncrease In service costs ePressure on service costs

eInnovation & technology eLow cost operators are
are rewarded ($$9%) rewarded ($$%) &
technology advances
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Accuracy of the Market’s Vision on Prices

Forward Curve —e—

$50.00 —
$45.00

$40.00 e
$35.00 It

B Mo ®

$20-OO \ 2 0o SO —
NSOV ¥\ 0000
N4
$10.00 T T T T T T T T T T T T T
& \9SO ® \Q’CO S \9/\ PSPPI IS S \'Qb‘ $ \9% N
N N I N N N N N N R G I RN PN S P SR R

Source: Bloomberg _30-



Conclusion

World Oil Consumption - Increasing

World Oil Production — Increasing to Meet Demand
Hubbert’s Peak — Will Not Last Forever

Occidental Petroleum Corporation

- Business Model

- Competitors

- Production

- Financials

- Threats

e Red Baron’s Forecast

Anything Is Possible



You

Decide

Thank You

THE E“nm [:HEAF From the Red Barons

Juanice Christian

OII Randy Cobb
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| iﬁ. ‘f- | ot Eric Yost
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