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The Energy Value Chain St

Commod_lty Performance is driven
economics By volumes, units costs
and decision quality

Margin economics

Refin |

¥ Long-lived assets and Blend

liabilities

Pipe o
W Capital- and P Distribute

technology-intensive

¥ Technology Innovation
Critical for Growth
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Chevron Technology Organization

Strategic

Chevron

«

CTO

Shared

Research Fund

Support

Energy
Technology
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« Reservoir
Performance
Optimization

e Drilling and
Production
Systems

= Technology
Alignment and
Transfer
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* Process and
Equipment
Technology

« Integrated
Laboratory
Technologies

- Catalyst
Technology

= Process
Planning

e HES Tech
Services

| |
Information Technology

Technology Ventures

= Global IT  Venture
Delivery Capital

e Global IT » Emerging
Strategy Energy

 Dual-reporting » Hydrogen
Opco CIOs

Molecular
Diamondoids

Venture Capital Mission: Using
World Class Processes - ldentify,
Access and Transfer Advanced
Technology into Chevron to Enhance
Business Performance
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Closed Innovation System — All R&D Is
Done In House

In Closed Innovation,

The Global Energy
Industry As A Whole
Ranks Dead Last
Science
& O o 0o o o od 4 a 4 The
Technology Market
Base
Research Development New Products
Investigations /Services
+— R —> <« D >

After Chesbrough - 2003
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Chevron

2004 Worldwide Innovation Index —

Based On Internal R&D Spend Only
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Open Innovation System — R&D Is
Leveraged in Both Inputs and Outpu

Spin-Offs

_> NeW
Markets

Internal
Chevron

Technology

Base

Deployment
Into
Chevron
External

Technology

Base

—b

Technology In-Sourcing

Research > Development —»

Corporate Venture Capital accesses Technologies and Markets

not accessible in a Closed Innovation System
After Chesbrough - 2003
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Leverage Money, People and Time to More Chevron
Effectively ldentify, Access and Transfer New " -
Technology

= University Research

= Serial Entrepreneurs

= Government Laboratories
= lncubators

Examples-
MicroFabrica — MEMs

Seed Stage / /

Ember — Mesh Networks

Konarka —Photovoltaics

Spotfire — Data Analysis

FiveStar — Nanomaterial

Frictionless — eProcur

MetaCarta —eMaps

IronPort — InfoProtect

Funding From
Venture Capital, .
Angels, FF
Venture Capital
and CTV Direct or
VC Fund
Investment

Chevron
Leverage 10:1 to
50:1

Supporting Foundation to Achieve Leverage

e Strong VC Network — Co-investors and Quality Deal Flow

= Partnership with Portfolio Companies, Universities and Gov't
= Stay in Game for the Long Haul — Build VC Brand

« Use World Class Processes

Technology
Transferred Into
Chevron Business
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A Process For Transferring Technology
Through Corporate Venture Capital

The Process: From Opportunity to Execution

Select [ Develop T SRR

\\l//

NP
7 AN
=0

N\
=
=

Identify
Internal

Facilitate
Interactio

Initial

Validate
Qpportunit

Target
¢ Generate deal flow » Map opportunity to » Exchange information with internal * Maintain supporting
» Check for alignment with internal businesses contacts about opportunity role in business
fund focus and possible early » Use internal contacts for technical and unit/techo interactions
« Assess potential strategic adopters business due diligence as appropriate with start-ups
value » Compare to known * Facilitate meetings between internal » Update metrics
» Assess potential financial alternatives contacts and start-up * Provide recognition for
return » Make initial contact for » Confirm value proposition for business well-executed process
indication of interest unit/techco » Conduct learning look
backs

The Foundation: Key Supporting Elements

Strong Internal Network
(Early Adopters, Change Agents)

Opportunity Mapping — Link to Strategic Business Objectives

Strong External Network — Be a Great Partner to All
(Entrepreneurs, Investors, Researchers)
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Strategic Technology-Enabled Business
Objectives -= Drives Technology Focus

¥ Global gas business development
W Advanced energy business development
£ m Incident-free operations

L W Zero-impact environmental performance

'

Chevron Venture Capital
Investment Focus
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Chevron Technology Ventures:
Diversifying The R&D Portfolio

«

Traditional Enhanced

¥ Proprietary R&D ¥ Venture capital

~ = ® Contract R&D Investments

W Technology business
development

/ W University consortia

' O Industry j()int .
® Formal industry-

ventures _ _

) university

¥ B Industry- partnerships and
government joint ventures

partnerships
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Challenges For Energy Technology

Companies

Customer market
® Very large, but very narrow

® Dominated by a few giant
companies

® Competitors are also
partners in many ventures

Energy technology
business model

B O&G customers will
generally only pay cost-
plus

¥ Valuations for new
companies are very modest
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Chevron

«

Research & development
model

Low internal R&D intensity

High adaptation and
application intensity

Largest customers are also
the largest R&D spenders

Integration value and
repeatability are often the
primary drivers

Costs are always a factor
and global support is
essential
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Opportunities In Energy For Emerging
Technology Companies

¥ Venture Funding — More Than
Adequate

M Focus on Niche Markets

® Upgraded substitution products

® Adapt technology from another vertical
with joint development agreements

® Bundle in an integrated offering with a
major technology supplier or energy
company

W Master Interaction Complexities
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