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1 Introduction

The Qil & Gas UK Index is a quarterly index which was launched externally at the beginning of
December 2009. The index measures changes in activity and business confidence across the UK
offshore upstream oil and gas industry. The survey is circulated to 1750 companies in oil and gas
exploration, production as well as those providing services and equipment in the supply chain
across the UK.

Respondents are asked to comment on nine economic indicators which cover investment,
revenues/ sales, operation/ running costs, manpower and day rates, expenditure in research and
development, employment and training as well as general business confidence and activity. These
indicators are used to compile indices which are then aggregated to provide an overall measure of
industry confidence, with a higher rating indicating a positive outlook and a lower rating giving a
more negative standpoint (the index is on a 100 point scale with 50 being neutral).

This report reviews the survey findings from the first quarter of 2010 and comments on the
changes in activity and business confidence moving forward into the second quarter of 2010.

1.1 Industry Overview and Segmentation

For the purposes of the Oil & Gas UK Index, the UK’s upstream oil and gas industry has been
segmented into the following categories:

Exploration and production (E&P) companies, split by size:-
(i) Majors (large, integrated oil and gas companies)
(ii) Independents (large, medium and small E&P companies, utilities, and exploration
companies)

Oil and gas supply chain split by business segment, focusing in on the following:-

(i) Drilling and well services — refers to the drilling operation and completions. It employs
personnel in the design of the drilling campaigns and on offshore rigs undertaking the
drilling, evaluation and completion processes.

(ii) Facilities engineering, operations and maintenance — relates to platforms/topside design,
fabrication, construction, maintenance and operations, plant design and manufacture.

(iii) Marine and subsea — this sector includes floating production facilities, SURF (Subsea
Production Systems, Umbilicals, Riser, Flow lines) together with pipeline and marine
contractors.

(iv) General support services — this sector covers a wide range of companies including logistic
and transportation, the supply of HSE equipment and consultancy, training across all areas
of the oil and gas industry, specialist finance, insurance and legal and catering services.
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1.2 Survey Questions

Respondents are asked to answer nine key questions focusing on their UK business. The
respondents are asked to consider for each question whether their expectations will be lower, the
same or higher in the following quarter compared to the current quarter.

The nine questions address:-

(i) Business confidence and optimism

(ii) Business activity and levels (volume of work)
(iii) Business revenue/sales

(iv) Investment

(v) Operating and running costs

(vi) Manpower and day rates

(vii) R&D spend

(viii) Employment

(ix) Training

1.3 Ranking Methodology

Each question is ranked. The rank given to the question depends on the influence it is considered
to have on business growth and confidence.

The results are analysed in the following way. Firstly, an index for each survey response is
calculated. This is done by multiplying the rank for each question by the rating for the response
given. Then all nine calculations (one for each question) are added up. Finally, to give a value
between 0 and 100, the sum is multiplied by a constant.

To calculate the overall indices, the companies that have responded are given a ranking depending
on company turnover. The company index is then multiplied by the company rank. The sum of
these calculations is then divided by the sum of the company ranks. The indices are therefore
weighted averages.
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2 Key Findings

The Oil & Gas UK overall industry index for Q1 2010 measured 61, which was up 5 points from
Q4/09. We have seen another quarter rise in business confidence for the supply chain companies
which is similar to the increase from Q3/09 to Q4/09. We believe this trend accurately reflects the
feedback that we are getting in our face to face industry meetings.

Within the E&P companies segment, the Majors index dropped from 65 in Q4/09 to 61 in Q1/10.
Some of this drop may be attributable to the lower response ratio. If we assume that those who
did not respond maintained the same levels of confidence as the last reported quarter then the
Q1/10 index would be 66 for the Majors. The Independents saw their index rise significantly from
59in Q4/09 to 68 in Q1/10.

The contractor segments all reported a rise in confidence in Q1/10 over Q4/09 and all are now at
their highest ever levels since the survey began. These are as follows; Drilling and Well Services are

up 10 points at 60, Facilities Engineering and Operations and Maintenance are both up 4 points at
60, Marine & Subsea are up 5 points at 59 and Support Services are up 4 points at 57.

3 Oil & Gas UK Index Indicators

The following section includes the collected data in a variety of charts and tables.

Oil & Gas UK Index
Q1-09 | Q2-09 | Q3-09 | Q4-09 | Q1-10
E&P Companies 53 59 63 61 65
Supply Chain Companies 41 48 a7 54 59
Overall Industry (Weighted Average) 46 49 50 56 61
Figure 1:- Oil & Gas UK Index
Oil & Gas UK by Segment Q1-09 | Q2-09 | Q3-09 | Q4-09 | Q1-10
E&P Companies
Majors 48 56 57 65 61
Independents 57 61 67 59 68
Supply Chain Companies
Drilling & Well Services 35 45 38 50 60
Facilities Engineering, Operations &
Maintenance 44 49 50 56 60
Marine & Subsea 30 42 37 54 59
Support Services 43 49 49 53 57

Figure 2:- Oil & Gas UK Index by Segment
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Figure 3:- Oil & Gas UK E&P Company Index over the five quarters

—&— Wells —m— Facilities —&— Marine & Subsea Support Services

20

Q1-09 Q2-09 Q3-09 Q4-09 Q1-10

Figure 4:- Oil & Gas UK Supply Chain Company Index over the five quarters
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Sentiment by sector

Indicator

2009 | Q1-09 Q209 Q3-09

Q4-09

Q1-10

Business Confidence

Industry

SC

Activity Levels

Industry

SC

Business Revenue

Industry

SC

Investment

Industry

SC

Operation and running costs

Industry

SC

Manpower and day rates

Industry

SC

R&D Spend

Industry

SC

Employment

Industry

SC

Spend on training

Industry

0 100 A (-) represents an overall reduction in confidence, (=) represents a

neutral response and a (+) represents a positive response overall.

Figure 5:- Sentiment by sector
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