Rice Global E&C Forum
L=y Engineering &
- Lonsfruction

Opportunities and Challenges in
Exploration and Production

Michel HOURCARD: President & CEO, Total E&P Americas

September 19, 2016

www.forum.rice.edu




The situation

Increased complexity

0 Constant increase of oil prices over the last decade,

e

induced:
An important increase of Exploration & Development activities ool
A severe escalation of CAPEX/OPEX and projects complexity, in line ) . ':F:'_;‘.qﬂ
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0 In the current situation, characterized by oversupply and /\/’“\
a laggish demand, oil prices fell from over $100/bbl to |
below 30, leading to: </

Complex and highly capitalistic projects being more challenging

Capital intensit
Projects being delayed or abandoned ot o P my

Flexibility applied, whenever possible, impacting onshore, offshore
and shale developments

Lowering Projects breakeven is a priority

Sources: BCG, Wood Mackenzie
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The good old days...

Capital Project Misery Index accen%ure
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Third and fourth quartiles

* On-time and on- * On average 24% over budget
budget * On average 52% over time

-50% -

Only 25% of projects were on time & on budget...
The Project Misery Index (cost overrun % plus time overrun %)
highlighted the difficulties of our industry.
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How to adapt to the downturn?

Expected FID timeline vs breakeven price for pre-FID FPSO projects, by region
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Q- Most deepwater projects do NOT
’ breakeven below US$60-80/bbl.
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- Te. t) ________ Significant activity slowdown

with little chance to rush back to
high levels seen in the 15t half of
the decade.
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US$/bbl breakeven@ 15% discou

Wood Mackenzie expected FID dates Topside weights based on analogue FPSOs

To weather the storm and launch new Prolects

Secure cost reductions (easy cuts have been made...)

Capitalize on strengths

Be innovative, introduce new technologies

Review design practices/specifications, standardize, look for synergies & operating optimization

ooo0o0oo

Adapt contracting strategy, supplier relationships management

Improve capital efficiency
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TOTAL: subsea to deepwater projects

constantly adapting through exploration & development innovations

WTI prices corrected from the inflation

Source: macrotrends Rosa (1400m)
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Deep offshore areas remain largely under explored

Laggan Tormore Q
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* Assets inventory not exhaustive T e
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1 Countries with deep offshore acreage e el Sl

Capitalize on Company’s deepwater expertise on emerging areas
Share knowledge and funding, a vast array of opportunities
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Costs

FPSO topsides getting more complex (>40.000t)

.. is the design “good enough”? FPSO costs have
DW development well cost 100 - - . T
(Angola) FPSO contractors Shipbuilders remained re51l¥ent _
Clov : o o i .,m.um..,.m.,m....p.mm,,, . but new prO]eCts Wlll

remain frozen, until
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(N:; e Wood Mackenzie estimates of average cost
reduction, by segment

WORLDWIDE DEEPWATER DRILLING UNITS
MARKET RATE ASSESSMENT BY WATER DEPTH SEGMENT
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UDW drillships now have only SS equipment: a market shrinking

one marker, around 240K$/d, rapidly (2016-17:-31%), w/ Petrobras,
a leading buyer, (£15% of market share

over 2003-15).

and are not expected to rise in
the near term.

Secure industry-wise cost reductions / Contractors to adjust capacity
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SS solutions: value from standardization
Projects have become increasingly complex, but:

* unique-to-company specifications have proliferated

e suppliers have been unable to leverage scale and continue to
manufacture in custom, bespoke regimes

cost inflation for Marth Sea floating platferm

Topside
Sub-s

— prices have almost tripled & schedule is more than 2x longer AP |
compared to less than 10 years ago - for comparable e =
deliverables.

Source: McKinsey analysis

Standardization & harmonized specs become a business imperative.

Industry must move towards a vision of common design solutions (off-the-shelf for +80% of applicable

common modules, customizing as little as possible), enabled by collaboration across the supply chain,
through organization changes.

Industry-level changes are needed to drive common initiative (WEF/I0GP).

Some initiatives and efforts to harmonize across Operators already started

(XT: BP, Statoil, Total... -> expectations= 30% direct costs savings + 12m
schedule compression).

Subsea Tree

Technology can play a significant role, but we must simplify
and adopt new contracting strategies
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Conclusions

What future for offshore E&P?

Times are tough and just getting tougher

No compromise on HSE, a core value for TOTAL's Group

Resilience in a degraded environment, cost reduction program, decrease finding &
development cost/boe, shift to lean and reduce breakeven development price

Maintain strong discipline on spending, value is key
Operational efficiency and excellence, capitalize on strengths

Technology Rivotal in increasing recoverable oil in existing areas, helping identifying HC in
new and/or less accessible areas and driving costs & risks down

Maintain technical expertise and partnership with Contractors for the next row of Projects

Boundaries to be continuously pushed




DISCLAIMER and COPYRIGHT RESERVATION

The TOTAL GROUP is defined as TOTAL S.A. and its affiliates and shall include the party making the
presentation.

Disclaimer

This presentation may include forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995 with respect to the financial condition, results of
operations, business, strategy and plans of the TOTAL GROUP that are subject to risk factors and
uncertainties caused by changes in, without limitation, technological development and innovation,
supply sources, legal framework, market conditions, political or economic events.

TOTAL GROUP does not assume any obligation to update publicly any forward-looking statement,

whether as a result of new information, future events or otherwise. Further information on factors

which could affect the company’s financial results is provided in documents filed by TOTAL

8ROU_P with the French Autorité des Marchés Financiers and the US Securities and Exchange
ommission.

Accordingly, no reliance may be placed on the accuracy or correctness of any such statements.

Copyright

All rights are reserved and all material in this presentation may not be reproduced without the
express written permission of the TOTAL GROUP.
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