SLe] VT Reele e 2001 Annual Report to Shareholders

Symtroleum’



An Energy Technology Company.

The Syntroleum Process

Syntroleum Corporation provides technology

for converting natural gas and other feed stocks into
synthetic liquid hydrocarbons, enabling production
and monetization of massive reserves of stranded
natural gas or coal deposits. These synthetic liquids
can be refined into ultra-clean synthetic fuels for
powering conventional engines and fuel cell sys-
tems, as well as into environmentally-friendly

lubricants and other high-value specialty products.

Syntroleum licenses its technology to the
petroleum industry worldwide and, in partneship
with others, plans development of gas-to-liquids

projects in which the company has equity interests.
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Kenneth L. Agee Mark A. Agee

To Our Shareholders

The decades-long quest to find a way of capturing the value trapped in trillions of cubic feet of remote, stranded natural gas
continues to drive development of gas-to-liquids (GTL) technology. Continued advancements in technology combined with new
ultra-clean fuels regulations, set to go into effect in 2005-2006 in most of the industrialized world, assures the emergence of the

GTL industry. It is no longer a matter of if. It is a matter of when.

Syntroleum has recognized the inevitability of commercial GTL since 1996, when we determined that the Syntroleum Process.
was economically and commercially viable. Our conviction has only been strengthened in succeeding years as we have steadily
improved the cost and efficiency of our technology, while working diligently with industry and governments to pioneer deployment

of commercial-scale plants.

In 2001 we pursued commercialization strategies on several fronts. We progressed our Sweetwater project in Australia by clearing
site and regulatory hurdles, finalizing the turnkey engineering/construction contract and the long-term operations and maintenance
contract. We joined in a congressional delegation for economic development in Nigeria, which resulted in our proposal to develop
floating plants to convert natural gas that is currently being flared into ultra-clean fuels. The U.S. Department of Energy selected
Syntroleum to supply ultra-clean synthetic fuels for long-term testing in bus fleets and government vehicles. We initiated negotia-
tions with the [Peruvian] power company EEPSA, near Talara, Peru, to assume production of natural gas liquids (NGLs) from exist-
ing gas suppliers and develop a parallel GTL facility in several phases, which we hope can ultimately expand to as much as 40
thousand b/d of synthetic fuels. We won concession rights to the 1,155 square mile Z-1 block near Talara, Peru, a concession
previously explored but abandoned because of no viable market for the considerable gas that was discovered. We continued

working with licensees and prospective licensees to develop GTL projects on four continents.

Our efforts to move forward, however, were most certainly effected by events that took place last year. The “dot com™ bust rippled

through the economy, slowing business expansion on many fronts. The tragic events of September 11th sent shockwaves around



We Dbelieve that our technology is the
best in the world and we continue to
work to see it broadly implemented.

the world, undermining confidence and fostering caution. And the ENRON bankruptcy sent tremors throughout the financial
markets, especially the energy sector. Syntroleum has not been insulated from the fallout from these events. Some of the projects
we have been developing have no doubt been slowed as a result. Financing for our Sweetwater project, for example, has become
more difficult to obtain and is taking longer than anticipated. This is just reality. And we are dealing with it.

We are no less intent upon licensing Syntroleum technology and bringing Syntroleum-based GTL plants online to produce ultra-
clean fuels and high-value specialty products. Yet, especially after the events of last year, we realize that much of the timing is not
under our control. Therefore, to maximize effectiveness from our available resources, we have taken steps to minimize any

financial commitments that do not directly bear on development of near-term projects and revenues.

Looking to the future, the fundamentals of our business have not changed. Environmental regulations continue to tighten and the
world’s stranded gas still needs a viable market. The need for more secure and clean energy sources has only grown. And share-
holder pressures will continue to drive energy companies to do more to unlock the full value of their assets. We believe that our

technology is the best in the world and we continue to work to see it broadly implemented.

Even so, for all our progress, we are not satisfied. The commercial potential of our technology is closer to realization than ever.
Our goal is to be the company that translates that potential into significant economic value for shareholders. We remain driven by
that goal and confident that we will achieve it.

Thanks for your continued support @ / %& % /%/
25% ,

Kenneth L. Agee Mark A. Agee
Chairman and CEO President and COO
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Chairman of the Board and Chief Executive
Officer of Trust Company of the West,

an investment management company, and
Chairman and President of W.M. Keck Foundation,
a philanthropic organization.

P. Anthony Jacobs
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