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About Purvin & Gertz, Inc.

— « Privatel[¢Owned, IndependentInternational _«  Main Services:
Energy Consulting Firm —Crude oiland natural gas market analysis
Founded in 1947 — Refinery analysis (technical & economic)
Over 100 staff members worldwide — Refined product market analysis

—

egrees : — nce/ Independent engineer
Representative offices in — Strategic planning/ M&A assistance

— Houston, Texas (Headquarters) oo e

— Long Beach, California (Since 1982
—  — CalgayCamada g igg Seminas
— Singapore
— s Sagi — Studies are conducted on single or multi-client
— Moscow, Russia basis
- BuenosAires, Agentina
——  + Websiteatwww.purvingertzcom—— —  Routine Publicatons
— Petroleum & natural gas price forecast
— Global supply/demand projections
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Presentation Overview

» California Crude Oil Market
— California Refinery Demand
- ANSSupples—— 00000000000
— California-Supplies
— Foreign Supplies

— California Benchmark Crude Oil Price
— Import Costs

— Global Supply-Demand Balance
- internationatGrudePtice —————
— California Crude Oil Quality Differentials
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California Crude Oil Supply Shift

+ Declinein ANS supplies has led to increased dependence on
foreign crude oils.

< Growing role of imported crudes creates basis for projecting the
value of Californiacrudes.

1997 CRUDE OIL DEMAND 2003 CRUDE OlL DEMAND
1,617 Thousand Barrels Per Day 1,791 Thousand Barrels Per Day

Foreign
11% Foreign
1gr CA

0,
s ‘43%

ANS
23%

June 12, 2004

Californiapopulation-growth
will continue to drive demand
growth for gasoline, jet and

FUEL CONSUMPT[ON Traerd fur

California refinery crude runs
o are likely to creep further, but
=% morerefined prod mpo

2.0% are also expected.

PTION -MBPD
5ROWTH -%

ANNUA|

1.5%

FUEL CONS!

Californiarefiners will import

more deo o-meet growing

demand.
R e
Sour CalTrans

ia Indep nt Petroleum Association June 12, 2004

- 2¢"Apal Meeting




Historical West Coast Refinery Crude Runs

Crude runs increased 4% in 2003:
— MTBE Phase-out
— Economic recovery
Washington refineries account for roughly 23% (~540 MBPD) of crude demand.
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Historical California Crude Runs By Source
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ANS Disposition

ANS deliveries have favored Washington
over California

+ Better utilization of Jones Act
tankers

nited-infrastructure fortarge
foreign crude tankers
Some we oa efine ontrota
significant share of ANS marketing
- ConocoPhillips
= xxonMobi
= BP
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Historical ANS Production
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California Oil Production Declines

Total California production declined at an annual rate of 1.9%.
LA Basin crudes declined at a faster 4% annually.
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n Crude Sources

Foreign-supplies
- Arab Gulf
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2003 California Foreign Crude Oil Imports

The Arab-Gulf crudes-make up 58% of foreign-imports, while Latin

American crudes accounted for 31%.
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Benchmark Crude Pricing Basis: Import Parit
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Delivered Costs For Foreign Crudes

+ Portand terminal infrastructure improvements may eventually reduce
delivery costs.
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Historical Arab Gulf Tanker Costs
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Crude Price And OPEC Spare Capacity

Fhousands-Of Barrels-Per-Day 2004 $/BBL

12 Strong demand growth led by Asia
OFECC and U.S. economic recovery has cut
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oil inventories remain tight.

Unlike previous oil shocks, the
current price environment is

OPEC utilization.
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World Crude Oil Demand Growth

Seasonal global
petroleum demand
usually peaks in winter

Growth in worldwide
demand over 2" Half of
003 wa ougniy 4.

million barrels perday-.
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Crude Oil Valuation Overview

~ Regional Benchmark Crude Pricing

International Import Parity

International Export Parity

~ + MarginalProductionCosts — — CRUDEOIL
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Determining Crude Oil Quality Differentials

P
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Main Factors Impacting Crude Quality Differentials

Refinery cracking yields
— Fuel oil yield
* Vacuum residue

Refinery processing cost

Gasoline,
> Jet&

_ sulf Crude——
11101011 1L —— L —

— Gas oil volume

Refined product prices

— Marginal product disposition
« Export parity
« Import parity
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Recap

California refineries are expected to Crude oil supplies in California are

expand as California product expected to follow import parity.
demand grows.

Foreign crude imports will continue ot shadaetas lewtiistionad
to increase as ANS and California growth, particularly in Asia, has

created a ti rket fo eoll

Light sour crude oil from the Arab
Gulf and Latin America will be the VLCC tanker costs from the Arab
main source of foreign crude. Gulf to the U.S. can have a
- ifcantimpact Califormiacrude
« Quality differentials for crude oils oil prices.
are usually dependent on the

~ economics of the marginal refpery ...

mode.
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Outlook And Comments
increases in worldwide production.

*  Supply concerns related to Middle East tensions have recently moved crude oil prices

— beyondindustyfundamentats.

Irag and Former Soviet Union are seen as the main wildcards for increased crude
supplies.

Near-term crude oil prices should ease as non-OPEC production increases in 2004 and
2005.

« Some California refiners may elect to import product rather than increase crude run due to
high cost of expansion and difficulty with latest CARB specifications.
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About This Presentation

This presentation has been prepared for the California Independent Petroleum Association (Client). It provides an
overview of the factors expected to influence the market for crude oil in the California region.

Neither the presentation nor any part of the presentation shall-be provided to third parties without the written
consent of Purvin & Gertz. Any third party in possession of the presentation may not rely upon its conclusions
without the written consent of Purvin & Gertz. Possession of the presentation does not carry with it the right of
publication.

Gertz has utilized such information without verification unless specifically noted otherwise. Purvin & Gert
accepts no liability for errors or inaccuracies in information provided by others.

Purvin & Gertz conducted this analysis and prepared this report utili

inherently uncertain because of the events of combinations of ewents that cannot reasone{bly be foreseen
including the actions of government, individuals, third parties and competitors. NO IMPLIED WARRANTY OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE SHALL APPLY.
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