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OIL and NATURAL GAS SECTOR VIEW IN THE WORLD

As the first fossil fuel among the primary energy resourogss expected to sustain its strategic
position through long ageAccording to the projections of International Energy Agendythat
stands for34.6% of global energy demanith 2008 is expected to account for 8% of total
energy consumption by 203Bccording to the projections through 2030, contrary to fossil fuel
consumption frontly coal and natural gas, oil consumption rate is expecteddasiec

2009
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Figure 1. World Primary Energy Consumption in 2009, QBTU (Source: EIA)
Oil Sector

Oil Consumption

World oil consumptionaveraged 8.9 million b/d in 2009, recording a 3.% (420 thousand b/d)
decline compaik to the previous yeaThisis the worst decline rat@nce 1982In line with the

predictions of International Energy Agencit is expected that crudeil consumption,

representing a insignificantriseandwill be 865 million b/din 201Q
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Figure 2. World Oil Consumption by years(Source: IEA-OMR Feb.2009)

In 2010the expected increase world oil consumptions because of the optimistic economic
expectations of International Monetafund, however if the economgrowthis lower thanthe
expectations foR010, it can be presumed that there will be a decline4Gthud in oil demand.

Oil Reserve

In the first half of 2008 because of the trend of high prices of natural gas and oil, there was an
increase in drilling activities, depéimg on this issuavorld oil reservel.26 trillion barrelsin

2008 increased to 1.34 trilliobarrels and at the end of 20@9so world oil P/R raticincreased

to 44 years average.
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Figure 3. 20 World Proved Oil Reserves, billion barels, (Source IEA)



Oil Production

In 2009 oil production declined 1.97% compared to 2008 and 84 million b/d was produced.
OPEC produced 33.4 million b/dvith a decline of 6.4% (2.270 thousand b/@he biggest
decline was in North America and Former Soviet Unigians.

Refinery

In short term effects of the crisis are reduced in refinery sector. However despite the worldwide
recovery of GDP, refinery sector could not reach to-quigs level. Refinery sector has
undergone a reconstruction and consolidatiorcgss. In the years of 2008 and 2009 while crude

oil refinery capacity increased to 2.1 million b/d, demand of oil stayed in 1.6 million b/d. In
addition to thatf world refinery capacity and oil demand are compared, it is foreseen that the gap
between rehery capacity and oil demand wilbt be closed.

Global Refinery Crude Throughput
(million barrels per day)

Sep09 Oct08 Nov09 Dec09 Jani10 Feb {0 Mar10 Apri0 May 10

OECD

Morth America 174 16.9 16.6 16.9 16.8 16.7 16.7 16.8 16.9
Europe 124 121 119 122 12.1 121 12.0 121 12.1
Pacific 6.3 6.0 6.4 6.7 6.7 6.6 6.4 6.2 6.1
Total OECD 36.1 350 351 357 35.6 353 35.1 35.1 351
MNON-OECD

FsU 6.2 58 6.3 6.2 6.2 6.3 6.2 6.2 6.3
Burope 0.7 0.7 0.6 0.8 .7 0.5 0.6 0.7 0.8
China 8.0 7.8 8.1 8.2 8.1 8.2 8.2 8.3 8.4
Cther Asia 8.8 8.3 8.7 8.8 8.9 8.9 87 8.6 8.6
Latin America 53 51 54 2.3 5.3 5.4 5.4 5.4 5.3
Mddle East 6.0 6.1 6.0 59 5.9 5.9 a7 57 5.9
Africa 22 23 2.3 24 23 22 2.2 22 23
Total Non-OECD 372 36.1 374 37.5 7.5 374 37.0 37.0 37.5
Total 733 71.1 725 73.2 731 728 72.1 721 726

1 Crude runs in italics are estimates. Forecast erude throughput is based on current IEA demand forecasts.

Figure 4.Global Refinery Crude Throughput from September 2009 to May 2010

When the refinery sectors of OECD countries and importartQi6GD countries like Russia,
China and Indiar@ evalated, important results are regarded

In comparison with the dataf crude oil processingh OECD countriedetween 2004 2008
period and the ye&009 it is regarded that there is a trend of decline in crude oil processing.
2009 norOECD countries especially irRussia, China and India distillatic@mountis higher
than 20042008 period.

Thus in noROECD developing countries trend of grovithrefinery sectoattractsattention. This
development can also be evaluaésdneeting the need distillation rapidly in these countries.



Oil Prices

In oil markets, a fluctuating price course was observednduitie Iat 12 months period. Oil
prices between 408 and 50%b in the first three months of 2008ecause of the effects of
economiccrisis, had an increasing trend in the secguarterwith the taken economic measures
in Augug-September period they moved 6$- 75$ band and in the end of the year reached to
78.25%b.
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Figure 5.2009 Monthly WTI Oil Prices

It is expected oil priceg3.80 $/b in February 201Will increasein the case otlepreciation of
U.S. Dollar, tension betweddSA and Iran, geopolitical tensions between Russia and Europe,
increasing demand because of economic recovery policies, continuatios growth of China,
decline of speculative activities and stocks in commodity markets

However a second wave in the global crisis, appreciation of U.S. Dollar, an increase in the
production ofoil in Irag, adoption of the law in USA which prevents splative activities in oil
market andDPEC countries not abide by theductionquotascan cause a decrease in oil prices.

Natural Gas Sector
Natural Gas Consumption

In OECD countries natural gas consumpti@ached 1.49 trillion fin 2009 recordig 3%
decline in comparison with 2008. In 2009 among the OECD countries W&A the most
important natural gas consumer as it was in 2008; despite the 2% of decrease in its gas
consumption USA is still the biggest natural gas consumer. The countries fiolpWSA are
Canada, Japan, Germany and England.

In the region of former Soviet Unionaturalgas consumption counted as 632.8 billiah in
2009 is 3% lower than 200& the region biggest consumer, Russia consurbéd4i thatis
6% less than 2008



Natural Gas Reserve

Historically growing global natural gas resemaiso grew in 2009 with the increasing demand and
increasing focus of producers tis issue. Natural gas resemembered as 6.2 trilliont¥in
2008, reache@.3 trillion ft* in 2008.

A huge increase in natural gas reserve iwvdsan with of 43trillion ft* additionand inUSA with
27 tillion ft°.
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Figure 6. World Proved Natural Gas Reservein 2009, trillion ft° (resource EIA7
Natural Gas Production

In comparison wh 2008, anong OECD countrieasmall decline was regard@ugas production
in 2009and recorded as 1.2 trilliom® in 2009.In comparison with 2008 there was a decline in
natural gas production of Europe and an increase in North America and Ragjiiins.

In the region of former Soviet Union natural gas production was lower than 2008 %ith 6
Russia is still leader in natural gas production with 630.6 biliidin the regionhhowever this
productionlevelis still 5% lower thanthe amount 02008



Global production is 6.2%lsolower than production of 2008.
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Figure 7. 2009Global Natural Gas, Production (billion m®) (Resource CEDIGAZ)
Natural Gas Trade

There was 907.5 billiom®trade volume in 200&nd 885.6 billion min 2009,estimated for oky
OECD countres That means there was a 3% of decline in trademelwithin a year.

Natural Gas Storage

The volume of the underground natural gas storage of the world is expected to be 684 billion m
in 2030, which is now about 328°*mAlmost 80%of this increase will be achieved by North
America, Europe and developing countrikss expected to be an increase in terms of natural gas
trade and storage capacities wittelalization of the natural gas marketshort time period.

Being awareof this situation ountries like China, of which natural gas consumption is high, and
Iran, of which natural gas exportation is higie started to build up new natural gas storage
facilities.



Natural Gas Prices

Henry Hub natural gas prices at theginning of March 2009 approximately 4.5$ in NYMEX,

had a fluctuating price trend in 2009; in summer 2009, natural gas prices declined till 2$ the
lowest prices in 2009. Natural gas prices that reached to 7.5% in January 2010, decreased again in
February2010. In comparison with prices of March 2009, prices in March 2010 are 0.25$ lower.
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Figure 8. Henry Hub Natural | Gas Prices from March 2009 to March 2010(Source:WTRG Economics 2010)
EXPECTED ISSUES IN OIL AND NATURAL GAS SECTORS IN 2010

A recovery trend in oil and natural gas sectors is expeotaduse of théoreseeablend of the
economic crisis. Despite the apparent effects of economic crisis during last years, it is obvious
that 2010 will be brighter than 2009 for oil and natural gas secto

In this respect it is expected that trade of natural gas will increase in 2010 and in 2015 natural
gas wil be most used energy resouinethe world. Especially an increase in industrial products
will trigger demands of natural gas and oil.

There & not a foreseeable risk for oil and natural gas sectors in 2010. In addlitf@se sectors
oil and natural gas marlewill recover increasingly

Oil and natural gas sectors are affected by general economic trends and in current economic
structure ecoomic crises and volatility are quiet often. In this resgi@etmost serious risk for oil



and natural gas sectors are: while believing a permanent expansion of econdgnoand the
long term rsks, to invest for long termybusing long term credits dnto rely on markets too
much. This means that companies should have a

According to statistics American economy undergaesession ineach 6 years periodrhis
means expamn@n of economy comes to a halt very oftém this process hawnp a A Pl an BoO
quietvital.

As a result oil and natural gas sectors will recover with the recovery of global economy. There is

not a serious risk for 2010ut the most serious problem will appear if it is forgotten that one day
expansion of economy coséo a halt.
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OIL and NATURAL GAS SECTOR VIEW IN TURKEY

In accordance with the exploration, discovery, appraisal and the production activities of
hydrocarbonpotential of our country in 20080,10 man/mont geologi@l field survey, 84,46
crew/month geophysical field stey were conducted; in total 14&lls keing as51 exploration
wells, 50 appraisal wells and 4&oduction wels were drilled and 24355 metes drilling
activities were conducted.

In 20092.4 million tons of oiland 7294 mi | | i on mé produrdd @amdaintil toglays wer
132.5 million tons of oiland 12 b | I i on mj natur al gas were pro
there has been a decline by 2. oil production.Although the production decknin recent

years is expected to continue due to the old production fields, decline rate is becoming smooth
with new discoveries.
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Figure 9. Crude Oil Production in Turkey (Source:PIGM)

On the other handhatural gas production of our country shoavsupward trend by the years |

1999 high flow gas production was provided from both fields on the purpose of making the plans

of Underground Natur al Gas Storage Facilitie:
fields.

Furthermore, throug new produabn wells drilled in old fieldsand the new natural gas
explorations conducted by TPAGMiIty oil partnership in Thrace since 2002; gas production that
declined in 2001 started to increase again and reached the peak level irHa8@@&er this
increase losits impetus andoroduction in 2009 declined 27 in comparison with 2008 and
recorded as 729 million mj
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Figure 10. Natural Gas Production in Turkey, million m?(Sorce: PIGM)

By the end of 2009recoverabledomestic total oireservereached 299.&illion barrels(44.37
million tons)andin case of no new exploratioastimated life of total domestic crude mkerves
is 18.47yearswith the current production levaBy the end of 2009remaining totatecoverable
domesticnatural gas reserves vee6.2billion m®. In caseof no new discovery anavith the

current production leveestimated life of dmestic natural gas reserves is 8yBars.

COMPANIES Original Oil in Place Recoverable Oil Remaining
Recoverable Oil

TPAO 5.406,11 868,35 226,52

N.V. Turkse Perenco 571,18 200,84 31,11

Petroleum E.M.l & Dorchester 539,00 94,00 9,96

TPAO & Tiway 49,61 19,60 1,78

TPAO & N.V. Turkse Perenco 105,27 30,81 15,72

Aladdin & GYP 57,25 9,10 1,53

Aladdin&GYP & Tiway 24,30 6,19 4,09

Aladdin & GYP &EOT 25,00 7,50 7,43

TPAO & Amity Oil 0,14 0,14 0,01

Extreme-Petrako 8,39 1,68 1,68

TPIC 0,06 0,06 -

Other 0,03 0,03 0,001

TOTAL 6.786,34 1.238,30 299,82

Figure 11 Crude Oil Reserves in Turkeyby the end of 2009, million barrels(Source: AGM)

COMPANIES Original Gas in Place Recoverable Gas Remaining
Recoverable Gas

TPAO 11.567 8.690 1.143

N.V. Turkse Perenco 4.654 3.258 2.989

Amity Oil Int. & TPAO 1.922 1.504 306

Thrace Basin 1.948 1.798 595

Thrace Basin & Pinnacle Turkey 1.298 1.169 482

TPAO & Petrol Ofis & Stratic & 1.740 1.094 695

Tiway

Amity Oil Int. 11 11 11

TOTAL 23.140 17.524 6.221

Figure 12. Natural Gas Reserves in Turkeyoy the end of 2009, million ni (Source: A GM)
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POSITION of TPAO IN THE SECTOR

In the forthcomingyears, TPAOi n accordance with her vision AT
world-class energy company meeting Turkeg o i | and natur al gas dem
desired company to work with.o, wi || be an
accomplishingmportant projects and big successes with her advanced technology in addition to

her qualified manpower and strong organizational structure.

For this purpose, TPAO needs to be restructured as an effective oil company to have such a
dynamic, energetic andtrong form of being to be able to compete with international oil
companies.

TPAO in the International Market

In the Caspian Region, that attraatsention with its rich hydrocarbon reserves and investment
opportunities TPAO is aparticipant a consarti consisting 3 big projects; ACG, Shah Deniz and
Alov, where exploration and production activities are continue. Besides, production of TPAO are
still being conducted in Kazakhstan fields.

International productionf TPAO in 2007 exceeded the domestioguction amountThe great
portion of the Companyds i nt «€hiraggGuneshinPaojectipr od uc
Azerbaijan. With the help of BTC Crude Oil Pipdiproject, running since 2006rgauction

from Azerbaijan is expected to reach te fieak level in around 204D11.

TPAO, as a partner of Shah Deniz projgmtpduced natural gas for the first tinmeinternational
fields in addition to this production TPAO has ns&ime national gas demand from international
sources.TPAO started to dever natural gas of Sih Deniz Project continuously viasing
Southern Caucasus Pipeline (SCH)e main target of the project is transmitting regional natural
gas to the Europe via Turkey in the second stage.

There is a mutual understandibgtween Turky and Irarto develop and produce natural gas in
phases of 22, 23, 24 of Southern Pgascondensatdield in Persian Gulf Negotiations and
efforts on possible cooperation between two sides still continue.

In Irag the consortium whose 108b shares being to TPAO won the tender in Badra field. It is

planned that in the second quarter of 2@tfvities inthis field will start. Moreovepn October

20, 2008 a memorandum of wunderstanding was si
exploration, operation,delivery, marketing of natural gas. With this memorandum of
understanding it is aimed produced natural gas in Iraq will be expartdte global markets

through Turkey.

In 2009thefirst exploration drilling was completed and oil was discovered indiltyis planned

to complete drilling activities in the fields where high possibility of oil was recorded in the light
of license until the end of this year.
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The position of TPAO among the first 100 company operating in world crude oil and natural gas
sectos (with the data of 2007)
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Figure 13.Daily Crude Oil Production in 2007 (Source:Energy Intelligence, 2009
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Figure 14. Daily Natural Gas Production in 2007(Source:Energy Intelligence, 2009
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Figure 15. Crude Oil Reservesof First 10 Companies & TPAOin 2007 (Source Energy

Figure 16. Natural Gas Reserve®f First 10 Companies & TPAOin 2007 (SourceEnergy Intelligence, 2009

TPAO in the National Market

When it is estimated that oil and gasoionts will cost Tukey over 47%illion $ within the period
leading up to 2020n order to meet that costs TPAO pagpecial attention to the domestic and
foreign hydrocarbon exploration and productions. Hydrocarbon resources that have great
importance in formation of international strategies and embodiment of politics are also the
indispensible of national security

As a result of the activities of exploration, drilling, well completion, production; oil production of
our corporation increased 28% (approximately from 29.000 b/d to 37.000 b/d ). It is aimed that
this increase will continue with plannedtivities ofexploration, production and drilling. In 2009
oil-equivalentproduction of our corporation reached to 72.000 barrels per day.
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