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—Resourkces and Reserves.

Figure 2.1

Mineable and In Situ
Resourees and Reserves .. -

Alberta’s oil sands areas

= 3 Oil Sands Areas (OSAs) comprising
15 Oil Sands Deposits (OSDs)

= 140,000 square kilometres (54,000 square miles)

= Data at year-end 2005

Initial volume in
place (bitumen):
1,694 billion barrels
Initial established
reserves:

178.7 billion barrels

Cumulative
production:
5.0 billion barrels

Remaining

established reserves:

173.7 billion barrels
Remaining
established reserves
under active
development:

10.2 billion barrels

Strateg) West

Mineable Resources/Reserves

= < 75m (250 ft) to top of oil sands
= Athabasca Oil Sands Area only
= 6% of initial volume in place

= 20% of initial established
reserves

= 68% of cumulative production to
year-end 2005

_and Supply/Demand Outlook 2006-2015; June 2006

In Situ Resources/Reserves

> 75m (250 ft) to top of oil sands
Athabasca, Cold Lake and Peace

River Oil Sands Areas

94% of initial volume in place

80% of initial established
reserves

32% of cumulative production to

year-end 2005
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Wekldis Largest Oil Reserves

300
Total World

1,317 Billion Barrels
at Jan 1, 2007

Billion Barrels

Saudi Arabia Canada Iran
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Alberta’s Oil Sands provided 43% of Canada’s
“crude oil” production in 2006 (Canada’s total: 2,644 kb/d)

516 . 3 649 Total SCO and
y 5 . Bitumen 1,117 kb/d

468

827

]l Synthetic O Bitumen E Light & Heavy & Condensate

(all figures thousand b/d)
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Bltumen Production Outlook:

Onadj i Uisted. Case -
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E Primary & Experimental

B Peace River In Situ
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O South Athabasca In Situ

5,000 1M Athabasca Mining
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Unadjusted Case

Production Average Annual
Increase Initial CAPEX
2007-2020 Initial CAPEX 2007-2020
(million b/d) ($ per b/d) ($ billions)
Mining & 2.1 $40,000 $6.1
Extraction (Bitumen)
In Situ 2.6 $10,000-$35,000 $4.7
(Bitumen)
Incremental 47 $10.8
Production
Upgrading 3.0 $40,000-$60,000 $10.6
(SCO)
Total CAPEX $21.4
Note: does not include sustaining capital
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QihSands Historical CAPEX

$12-
’ Includes Sustaining Capital I

$10-

$8-

$6-

$41

$21

Capital Spending ($ billions)

$0-
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QikSands Industry Sustainability ..

The “Triple Bottom Line”

Healthy Strong
Environment Economy
Planet Profit
Sustainable
Development
Social Well-Being
People
I Strateny wost
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Oil Sands Industry

— mBMe'QtaL Challengeas: meiaaiss

= Air Emissions = Liquid Waste
- Greenhouse Gases Disposal
« Criteria Air = Solid Waste
Contaminants (SOXx, Disposal
NOx, PM, VOCs, . Taili

« Other Solid Wastes

= Reclamation and
Abandonment

= Water Use
« Consumption
* Recycle

= Cumulative Effects

Stratesgy West

_Ganadg’s Top GHG Emitters

4 "¥ewiw

Cher Sefhaary, Canie Hows Sanics.
ion Racility in the world.

Syncrode’s Mildred Lake plant north of
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QikSands CO, Emission Potential
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P—r-oyincjal and Federal Initirafti’ve_s

Alberta
= |ntroduced March 2007
= Applies to large GHG

Canada
= Introduced April 2007
= GHG emission intensity

emitters (>100,000 t/a)

= 12% emission intensity
reduction starting July
1, 2007

= Alternative compliance
options
+ $15/t contribution to

Alberta-based technology
fund, or

* Investment in Alberta
emission offsets

reductions
+ 18% by 2010 (6%/a)
+ 26% by 2015 (2%/a)

= Alternative compliance

options
» $15/t contribution to
technology fund
(increasing after 3 years),
or
¢ Purchase GHG emission
credits

Strategy West
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Oil Sands Industry

Sodietal Challenges

= Public Services = Regulatory
+ Health Agencies
« Education - Staffing & Expertise
¢ Other - Workload

= Public Infrastructure * Funding
- Road = Pace of
- Water & Sewer Development
¢ Rall = First Nations
+ Other

N i e

O|I Sands Industry

~Economic Challenges

= Capital Costs = Fiscal and Regulatory
+ Labour Availability and Uncertainties
Productivity + Provincial Royalties
* Services and Materials . Corporate Income Taxes
° Project Execution + Greenhouse Gas
= Operating Costs Emissions
+ Purchased External = Markets
Energy « Integration/Final Product
« Non-Energy Operating (Bitumen, SCO, RPPs, or
Costs Petrochemicals)?
= Energy and Hydrogen * Market Access
Supply Options = Product Prices
* Light Sweet Crude
(WTI/MSW)
* Heavy-Light Differentials
N Stratosy Weost
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ntegrated Project Ca_pital Costs

$120,000
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Nen-Integrated Project Capjtal-Costs

$60,000
Mining & Extraction
Project
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pothetlcal Oil Sands Projects -

Hlustratlve lnvestment-Returfis
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_Eeenomic Implications . _

= Escalating costs have raised the oil sands project
investment threshold to US$50-60/b (WTI at
Cushing)

= Others have expressed similar views:

< Murray Edwards (CNRL): “These projects, long term, need
prices higher than US$50/b” (October 2006)

» Kathleen Sendall (Petro-Canada/CAPP): “Companies now
require prices of about US$50/b to earn a reasonable rate of
return” (February 2007)

« Synenco Energy released updated costs for its Northern
Lights upgrader and reported “that the expected rates of
return for any of the examined upgrader options are
incompatible with Synenco’s weighted average cost of
capital, which is higher.” The evaluation was based on a
crude oil price assumption of US$55/b (May 2007)

——— stratory west
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Adjusted Industry Outlook:

~Project-by=Project Assessment * “

= Project Timing = Project Probabilities
» Lease evaluation * Project status
« Disclosure * Owners
- Application = Operating experience
preparation and EIA = Financial capacity
« Application review = Technical capability
and approval = Other factors

Technology
Existing operations

+ Detailed engineering

* Internal approval

« Construction Integration

+ Phasing * Timing
Lsowees sategy vestins
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Bitumen Production Outlook:

—MATERd Case. < ismw e
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SCO and Non-Upgraded Bitumen

e %@l’)?‘()ut_lyook: Adjusted Case «~ ~

B Non-Upgraded Bitumen
l Synthetic Crude Oil
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_GAREX,— Adjusted Case

A

Production Average Annual
Increase Initial CAPEX
2007-2020 Initial CAPEX 2007-2020
(million b/d) ($ per b/d) ($ billions)
Mining & 14 $40,000 $3.9
Extraction (Bitumen)
In Situ 1.4 $10,000-$35,000 $2.6
(Bitumen)
Incremental 2.8 $6.5
Production
Upgrading 1.7 $40,000-$60,000 $6.0
(SCO)
Total CAPEX $12.5
Note: does not include sustaining capital
Lsouce: svmegywestie Stratosy Weost
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Gemparative Industry Outlooks.
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_Gencluasions
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Canada’s oil sands are one of the world’s largest
hydrocarbon accumulations.

The industry is well developed and making a
substantial contribution to global oil supply.

Oil sands projects are experiencing cost
pressures but are economically attractive at oil
prices of US$50-60/b (WTI @ Cushing, OK).

While the many challenges facing the industry
will cause project delays and cancellations, these
challenges are being addressed and the industry
will continue to grow.

Stratesgy West

Thank You

Questions?

Please visit
www.strategywest.com for oil
sands project lists and other
detailed oil sands industry
information
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