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m Excel-based model
m Visual Basic programming for ease of use
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Menu-Driven Design Facllitates Use
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m User can access multiple worksheets through menu.
= Integrated with all Excel functions.
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Comprehensive Economic Inputs
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[w] = well basis, (p]= prospect basis
ROME ARANSAS ARANSAS ATCHAFALAY

Prospect Name PA ORISKANY REDMAN TROUGH PASS 2-4 PASS A 4 A BAY BACCHUS

Well Information
Location [Country Specifier] Apl Apl Apl Gulf Coast Gulf Coast Gulf Coast Gulf Coast Gulf Coast
Type [Must be either Qil of Gas) Gas Gas Gas Gas Gas Gas= Gas= Gas

Ezploration Data
Probability of Exploration Success ER2 ER2 20
Mumber of Exploration wells [Tatal) 1 2 1
Mumber of Exploration wells [Budget ‘Year) 0 2 0
Current Warking Interest 1003 1003 1005 10022
[P Exploration 4,667 620 $2,376.208 F12371.947 F16,213.276
Drilling [ F434.023 F43v.028 $2,050.000 #3,260.000
GiixG Land - Capitalized ['w) $0.000 $0.000 $135.000 #0.000
G & G Seismic - Expensed [W] $0.000 $0.000 F173.500 #0.000
Completion and Tie-In Tangible [ F133.54E #76.119 F371.541 706544
Completion and Tie-In Intangible [W) FEETTI FE34EE 228459 $538.468
Facilities [F) FEETTS $834E6E $7R0.000 $760.000
Operating Cost [W)] - $0.000 $0.000 $0.000 #0.000
Reserves: Ol [MBEOE] [W] B3.367 38991 163.043 202734
Gas [Bof] [W)] 1884 0.975 B.O7E 5747
* Reserve Additions Budget 'r. [F) : : o 100 0 0
Froduction: — 0il [MEOE) ['W) 0.000 4.096 0.000 0.000
Gas [Bof] ['W] 0.000 0.10z2 0.000 0,000
Dizcount Adjustment Factor 0826 0,984 0868 0.909
Development [Conditional) Data
ity of Development Success oz o TR Th

m User can easily download project economics — model
accommodates up to 200 assets.

= Probability data is the foundation of project uncertainty.
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Modeling Dependencies Among Projects
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multiple projects.

m Product price, technical, political, cost, etc. dependencies can
be modeled in portfolio analysis.
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Project and Portfolio Calculation Module
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Calculation Data

Correlakion Matrix

English Units Zalculation Data

Zurrent Portfolio

Gas to Barrel of Qil Equivalent Ratio PortFolio Cptimization

o DEY¥ BIG & DEY¥ GT 35 DE¥ LT 35 COY¥ERED

Prospect Name Distributions Average Average Average BRIDGE DRY ICE DEY
Tatal Production of development Failure [F) Reports 0.000 0.000 0.000 0.000 0.000

Total Expected Production [P) 0561 1722 2828 0.000 0.000
Budget Year Production of development success [P 0.230 0638 1.047 0.000 0.000
BEudget Year Production of development Failure [P 0.000 0.000 0.000 0.000 0.000

Budget Year Expected Production [P) 0134 0574 0.943 0.000 0.000

Wariance [F] 39,285,573 359,402,553 456,726,384 0 5,605,885

Standard Deviation [F) E.26S 18,958 21,371 a 2,368
Total Prospect Standard Deviation E,268 18,9558 21,371 30,440 2,368
Prospect Risk Return Characteristics - Current Working Interest
Total Expected Cost $320,864 +6,136 $29,942 $40,057 $13,195 F2,310
Total Budget Year Ezxpected Expenditures o4 148 1.712 9,981 13,352 1.466 1.540
Total Portholio Wariance 107, 658,299,945
Fortfolio Standard Deviation 328,159

F343,234

Ezpected NPY [$000) $433,830 $9,539 $39,796 $40,962 $25,21 $3,463
Total Ezpected Reserves [BCF]) 354333 11.188 45323 b4, 506 21137 0.240
Budget Year Expected Reserves [BCF) 107.778 3.729 16107 18268 2349 0.560
DOF1 1.35 1.92 1.33 1.02 1.91 1.50
Total F&D Costs [$/MCF) +0.91 $0.46 #0.62 #0.73 #0.62 $2.75
Budget Year F&D Costs [$/MCF]) #0.78 F0.46 #0.62 #0.73 #0.62 275
Recycle Ratio
Ezpected Production [BCF) 12.907 0551 1722 2828 0554 0.000
Budget Year Ezpected Production [BCF) 6388 o184 0574 0943 0062 0000

s Computations for all performance metrics including NPV,
finding costs, reserves, production, profitability index,
etc. are computed at project and at the portfolio level.
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Analysis of Firm’s Current Portfolio
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Mean and standard deviations are computed for all
performance metrics for current portfolio.

m Portfolio weights for each project are computed.

m User may choose to simulate in order to see
uncertainties associated with each metric.
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Simulation Outputs — Current Portfolio
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m Characterization of uncertainty for each of the firm’s key
performance metrics in its current portfolio of assets.
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Portfolio Optimization Module

E4 Strategic Systems Group - COG Portfolio Dptimization Total COI’]StraintS Specified here —
J File Edit “ew Insert Format Tools Data YWindow 55E Meno Help user may turn on or Off during

- = different optimization runs.
7] B | I N . :

Input Parameter Constraints

Ezp. F&D Ezp. Discounted Total

Ezpected NPY Costs Production Ezp. Reserve Profitability Ezpenditures Dry Hole
[$000) [$)MCF [BCF) Add. ([BCF] Index [$000) Ezpense [$000)

greater than: le== than: greater than: greater than: greater than: le=s than: le=s than:
Total Constraint $400,000 F0.75 20.000 100.000 1.00 $80,000

Activate? 1 1 1 1 1 1

Budget Year Constraint $0.35 2.000 175.000 85,000 25,000

Activate? i o 0 1 1 Run Optimrization

Optimization Result Working

Total Ezxpected | F&D Costs Production Reserve Add. Tot. Ezpend. DOry Hole NPY Standard
Constraint Used NPY [$000] [$/MCF) [BCF) [BCF) [$000) Ezpense [$000) Deviation

Total Constraint $400,000
Budget Year Constraint 36,000 25,000
Current - Total $433.830 354.333 : 320,864 145613
Current - Budget Year 107.778 $24,148 268,400

Seed Yalue F400,000
Increment 20,000

Scenarios - Total

$:400,000 , 16,106 I42ETI 1.37 291412 20,131
+420,000 X 15.462 356,447 1.39 $302,756 86,581
F440,000 . 16.726 370286 1.40 $315.406 93,695
$460,000 X 15.943 383495 1.41 $320 863 101,291
$420,000 , . . i o _ . _ o 109,04
2500000 25| Optimization minimizes risk subject to a user-specified 117,164
$540,000 55| E(NPV) and defined constraints. Each scenario represents 133333

$8E0,282 X H HP H H 142 FER
$580.000 .| a portfolio on the efficient frontier — all metrics for each 151253

portfolio are computed.

m User specifies flexibility in terms of project participation
levels, as well as additional constraints for optimization.

L-RE--RE TR REURE UL TR

-
=2




Michael R. Walls & Co.

Optimized Portfolios — Efficient Frontier
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Standard Deviation

m Model constructs efficient frontier and identifies location
of firm’s current portfolio with respect to frontier.
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Composition of Optimized Portfolios
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User can view composition of optimized portfolios
and how participation levels change for each asset

/ In the portfolio as we move farther out the efficient frontier.
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m User can see how participation levels change in projects
as the company moves further out the efficient frontier.
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Simulating Optimized Portfolios
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m User may select portfolios on frontier to simulate.

m Simulation reports uncertainty on all the firm’s
performance metrics.



Michael R. Walls & Co.

Simulation Provides Additional Insight

NPV Distributions F&D Cost Distributions
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m Compare uncertainty on multiple portfolios.
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Report Module Summarizes Results
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m User may choose from multiple reports both for
current and optimized portfolios.
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Summary

= Model Components
= Comprehensive portfolio management.
= Integrated risk management model.
= Up to 75 asset classes can be included in analysis.
= Designed for sensitivity and scenario analysis.

m Impact on Strategic Decision Making
= Rich insights regarding your mix of assets.
= Comprehensive risk and return analysis.
= Guidance with regard to new ventures.
= Measurable impact on firm performance.
= Easy to use and understand.
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