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What i1s Section 9997

A new federal collaborative R&D
public/private partnership, managed by
Industry and academia, engaging all

stakeholders in the value chain to benefit
consumers and enhance domestic
productivity and competitiveness




1999 NPC Gas Supply Study

® Two regions—deepwater Gulf of Mexico and the Rockies — will
contribute most significantly to new supply.”

“Deeper wells, deeper water, and nonconventional sources
will be the key to future supply.”

“Technology improvements are particularly |mportant glven
the difficult conditions accompanying new resources.’

“This study assumes that technology improvements will
continue at an aggressive pace. However, recent industry
trends in research and development have raised concerns
regarding this assumption.”

“The government should continue investing in research and
development through collaborations with industry, state
organizations, national laboratories and universities.”
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What i1s Section 9997

Specifically, the law directs --

B ... research, development, demonstration, and commercial
application of technologies for ultra-deepwater and
unconventional natural gas and other petroleum resource
exploration and production. secessa.

B ... to maximize the value of natural gas and other petroleum
resources of the United States, by increasing the supply...,
...reducing the cost ... increasing the efficiency of exploration
for and production of..., while improving safety and minimizing
environmental Impacts. (secsoss.




Who is RPSEA and What are Iits
Statutory Features?

® A 501c3 not for profit

BCompetitively selected by DOE as the Program
Consortium Manager

EComprised of you
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What is the Program’s focus?

The Program has three program elements:

® Ultra-deepwater 35%
(> 1500 Meters)

B Unconventional Onshore 32.5%

(Economic accessibility)

® Small Producers 7.5%
(< 1000 BOPD)




Statutory Description of Program Elements

= Ultra-deepwater program focus

Technologies and architectures

® Unconventional onshore focus

Resource perspective

®m Small producer focus

Consortia addressing unigue needs of small producers




Responsibilities of the Program
Consortium?

® Prepare draft annual plan for the SOE
B Recommend award recipients

® Develop project specifications

® Oversee implementation of awards,
iIncluding monitoring activities to ensure
compliance with conditions of awards

® Disbhurse funds to awardees

®m Manage technology transfer




Current Program Structure/Funding

Program Funding From Federal

Total P ;
Oil and Gas Royalties e $50 |\(/)|/;r :‘(Z;J;a;Oyrs

$37.5 M Department of Energy

Fossil Energy Office ﬁ%

Program NETL

Consortium ‘

In-House R&D Program
Unconventional Ultra-deepwater
$16.25 M $17.5M

Small Prodl;ceKAProgram 10 yr., $500M
ik directed
spending




Coalbed Methane:
Small Investment, Large Return

$5 M

Return on R&D DOE
Start up

iInvestment:

$70 Million GRI Cash
$70 Million Industry In-kind

2003 Annual Value of
Coal Bed Methane Industry in US:

$5 billion




Potential for Program Funding

Program Funding From Federal Total Program:

Oil and Gas Royalties =P $150 M/yr for 10yrs.

Department of Energy

Consortium

Unconventional Ultra-deepwater Complimentary R&D Program
$48.75M $52.5M $37.5M

10 yr., $1.5B

Small Producer Program .
directed and

authorized
spending




Strategic Advisory Committee
(SAC)

RPSEA Board
Executive Committee

Strategic direction/ long-range planning
advice, identifies metric areas

President
(Program Manager)

Small Producer

Advisory Group

| !

VP Offshore

VP Operations

VP Onshore Small Producer

Ultra-deepwater

Team Support from
Deep Star

Operations Team Support
from SAIC

Unconventional
Team Support
from GTI

Small Producer Team
support from NMT

Program Advisory Committee (PAC)

Program Advisory Committee
(PAC) Offshore

Recommendations on elements of draft Annual

Environmental
Advisory Group

Onshore
Recommendations on elements of draft Annual
Plan and selection of proposals

Plan and selection of proposals

Technical Advisory Committees (TAC) Offshore
Assist in development of Annual Plan and tech transfer, provide input
on technical issues/metrics

Flow Assurance

Vessels, Moorings and Risers
Reservoir Engineering
Systems Engineering

Regulatory

Subsea

Drilling and Completions
Met-Ocean

Geosciences

Technical Advisory Committees (TAC) Onshore
Assist in development of Annual Plan and tech transfer, provide input on
technical issues/metrics

Geosciences broken into multiple specialties
Reservoir evaluation

Drilling and completion broken into multiple specialties
Stimulation

Production operations broken into multiple specialties
Processing and surface facilities

Reservoir characterization and engineering

Carbon sequestration and enhanced oil recovery

Data management

Computational modeling & simulation

Resource base assessment




RPSEA - estimated program timeline

Effective NETL review / SoE Approved NETL review
Contract approval
start date

\

Annual Plan awards

Operating Plans

Apr

Establish Advisory
Committees Contract
i awards

Develop &
implement various
business systems Draft
Annual Plan
Due to SoE

Proposals
In

Develop various
operating plans

Proposal
reviews




Why Does Industry Need This?

® Significantly increased E&P costs
Continued price volatility

Increasing personnel constraints
Rig & service availability
Environmental opposition & scrutiny
Lack of research infrastructure
Broad need for technology transfer

It’'s a very challenging business
environment and It's getting even
more So.




EIA Annual Energy Review 2004

Fossil Fuel Compasite Price, Change From Previous Year, 1350-2004
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Rigs & Equipment

® Has your rig(s) been short handed lately? (And
more new rigs are being built or reassembled)

a5

® Technology and improved
processes must generate |
fleet by extracting more fo
wells per rig :

; B [l - -
® Improved reservoir characterfzagR@n«everdges the
rig flegiNoy=aptimizing the valuesof@very:well bore




Environmental Constraints

e s e me g
= A mandate=tessenthefootprint and overall

|mpac't"blfﬂl'l-operatlolllw_sﬂ_lI S

B Technology anesi : es allow the
development of more res er. unit of activity
e 110

® Technology to address public-policy concerns

sl L s P




Workforce Constraints

Exhibit 2. Oil & Gas Workforce Projections

U.5. Petroleum Engineering Workforce
107

Workforce in Place as of 2000

Cumulative New Graduates

1,000 Projected Warkfaorce
Employees

0
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Soume; Petrostrataglas Ind.

From “Deloitte Research — The Talent Crisis in Upstream Oil & Gas”




Solutions, not Rhetoric

B [t starts with commitment - $50M per year in stable
directed spending with potentially an additional $100M
per year plus industry matching funds.

B Unique publicly funded opportunity to determine
Industry’s needs and then utilize industry’s leadership In
partnership with universities, researchers, and

technologists to develop solutions for the American
consumer.

B Generate multiples by forging new partnerships and
leveraging the value of new supplies with, for example,
end use efficiency.

BThe time for action iIs now!




“You miss 100% of the shots
you don’t take.”

Wayne Gretzky




