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Tal i sman Cenerates a Record $1.45 Billion in Cash Fl ow
in the First Half of 2003 Conpany Expects Greater Than
10% Producti on Growt h by Year End

CALGARY, ALBERTA--Talisman Energy Inc. today reported record high
cash flow and earnings for the first six nonths of 2003.

Cash flow to June 30 was $1.45 billion ($11.17/share) conpared to
$1.23 billion ($9.15/share) a year ago. Cash flow during the
second quarter was $600 million ($4.65/ share) conpared to $652
mllion ($4.84/share) a year earlier. On a conparable basis
(excluding Talisman's production from Sudan) cash flow per share
was up 10% from $4. 24 a year ago

Earni ngs were $774 mllion ($5.90/share) conpared to $191 mllion
($1.33/share) during the first six nonths of 2002. Quarterly
earni ngs were $201 million ($1.52/share) versus $90 mllion
($0. 62/ share) during the second quarter of 2002.

Producti on averaged 365,000 boe/d during the quarter, in |line
wi th the Conpany's guidance. Unit operating costs averaged

$6. 98/ boe, down 3% fromthe first quarter. Capital spending was
$503 million during the quarter and Talisman's net debt at the
end of June was $1.8 billion. On a net basis, debt to

debt - plus-equity was 27% down from 40% at year end.

"This quarter was operationally on plan, hel ped by strong
commodity prices and | am | ooking forward to an exciting second
hal f," said Dr. JimBuckee, President and Chief Executive

O ficer. "W expect greater than 10% producti on growth by year
end; we have a nunber of high inpact exploration wells drilling,
or about to drill; and Talisman has one of the strongest bal ance
sheets in the sector.

"Qur maj or devel opnment project in Malaysial/Vietnamis over 90%
conpl ete and on schedule for oil production in Septenber.

Al gerian oil production is increasing and expected to average
over 15,000 bbls/d in the fourth quarter. Bl ake Flank production
will start in the North Sea in Septenber as planned. Gas sal es
fromthe Corridor Block to Singapore are expected to start in
August and we have signed a nunmber of significant agreenents to
progress additional Corridor sales.

“I'n North Anerica, Talisman's natural gas production is up 5%
The Bal venie well off the east coast is drilling, we have two



wel |'s in Appal achia about to test and have farned in to highly
prospective acreage in Al aska.

"Tal i sman expects that cash flow per share will be in the $20-21
range this year based on forecasts of US$27/bbl W oil prices,
US$5/ ncf NYMEX gas prices and a US$0. 73 Canadi an dol | ar exchange
rate in the second half of the year. W are on track to neet our
production gui dance for the year

"We have conpleted a number of snmall acquisitions and increased
our exploration and devel opnment budget by about $200 million in
Canada and Appal achia, which will boost production in 2004. Tota
expl orati on and devel opnent spending for the year is expected to
be about $2.25 billion.

"We have al so repurchased an additional 1.2 mllion shares in
recent weeks, reflecting Talisman's strong financial position and
a continuing belief that Talisman is an attractive investnent at
current price |levels.

“I'n summary, Talisman is positioned for significant production
growt h over the next six nonths. We have a | arge opportunity
inventory and are expanding our drilling programs in North
Anerica. Qur strong bal ance sheet protects us against a drop in
prices and will enable us to bolt on new opportunities.
Talisman's strategy continues to add val ue and we have a uni que
and attractive opportunity set for the future."

Tal i sman Second Quarter Sunmary

- High drilling success continued at 92%in North America with
conpl etion of 56 oil and 43 gas wells during the quarter

- A Talisnman subsidiary has entered into an agreenent to farmin
to 10 townshi ps of highly prospective exploration acreage in
Al aska

- The Bal venie exploration well off the east coast of Nova Scotia
spudded on July 7, 2003.

- A second well has reached total depth in Appalachia. Clean up
of the first well is under way and both wells will be testing
soon.

- Talisman has acquired an entry position in Norway with the
announced acqui sition of a 61% operated interest in the Gyda
field for $123 mllion

- First production fromthe Bl ake Flank is expected in Septenber
as planned. The first well has been conpleted and tested at over
5,000 bbls/d fromone of two prospective zones.

- A new oil discovery adjacent to the Tartan field is currently
testing at approximately 5,000 bbls/d, constrained by a half inch
choke.

- Construction of the PM 3 CAA devel opnent in Ml aysia/Vietnamis
over 90% conplete and the central processing facilities have been
installed offshore. Ol sales are scheduled to start in Septenber



and gas sales in October. Production volunmes in Malaysia are
expected to grow from 6,000 boe/d currently to over 40,000 boe/d
early next year.

- Natural gas sales fromthe Corridor Block to Singapore are
expected to start in August as schedul ed.

- A new gas sal es agreenent has been signed to sell gas from
Corridor to Island Power in Singapore. Gas sal es heads of
agreenents have been reached for significant volunes from
Corridor to West Java.

- The MLN field in Algeria started oil production in late June
and Al gerian production is expected to reach over 15,000 bbls/d
in the fourth quarter

- Devel opnent of the Greater Angostura field is under way in
Trinidad. Facilities installation will start in the fourth
quarter of 2003 with first oil production expected early in 2005.

- An exploration well, Hower, is currently drilling in Trinidad.

- Talisman's first exploration well in Colonbia is expected to
spud next nonth.

Managenment's Di scussi on and Anal ysis (MD&A)

Thi s di scussion and anal ysis should be read in conjunction with
the Interi m Consolidated Financial Statements. The cal cul ati on of
barrels of oil equivalent (boe) is based on a conversion rate of
si x thousand cubic feet (ncf) of natural gas for one barrel of
oil equivalent. Al conparative percentages are between the
quarters ended June 30, 2003 and 2002, unl ess stated otherw se.
Al'l ampunts are in Canadian dollars unless otherw se indicated.
Readers are also referred to the product netbacks by reporting
segnment included in this interimreport upon which nmuch of the
foll ow ng discussion is based.

Included in the MD&A are references to terns commonly used in the
oil and gas industry such as cash flow and cash fl ow per share.
These terns are not defined by Generally Accepted Accounting
Principles in either Canada or the US. Consequently these are
referred to as non- GAAP neasures. Cash flow, as discussed bel ow,
appears as a separate caption on the Conpany's cash fl ow
statenment and is reconciled to both net income and cash flow from
operations.

1T/

Three nont hs Si x nont hs
ended ended

Financial (mllions of C$
unl ess ot herw se st ated)
Cash flow (1&3) 600 652 1, 445 1,229



Net incone (1) 201 90 774 191
Expl orati on and devel opnent

expendi tures 492 386 947 948

Per common share (doll ars)

Cash flow (1&3) - Basic 4.65 4. 84 11.17 9.15
- Diluted 4.59 4.76 11.03 9.00

Net inconme (2) - Basic 1.52 0. 62 5.90 1.33
- Diluted 1.50 0.61 5.82 1.31

Production (daily
average production)

Gl and liquids (bbls/d) 188, 682 275,157 217,864 276, 556
Nat ural gas (nmmcf/d) 1,061 1,051 1,078 1, 047
Total nboe/d (6ntf=1boe) 365, 473 450, 354 397,613 451, 137

(1) Ampunts are reported prior to preferred security charges of $9
mllion ($5 mllion, net of tax) for the three nonths ended June
30, 2003 (2002 - $10 mllion; $6 mllion, net of tax).

(2) Per common share amounts for net incone and diluted net incone
are reported after preferred security charges.

(3) Cash flow is a non-GAAP neasure and represents net incone before
exploration costs, DD&A, future taxes and other non-cash
expenses.

1Tl

The Conpany's quarterly cash flow was $600 nmillion, down slightly
fromthe quarter a year ago due to sale of the Sudan operations
during the first quarter of 2003 and | ower North Sea |iquids

vol unes due to schedul ed nai ntenance. North Anerican natural gas
prices were $2.33/ncf higher during the quarter conpared to a
year ago, whereas commodity prices are down fromthe first
quarter.

Net incone per share increased during the quarter to $1.52, up
from $0.62 in 2002. Net income per share for the first six nonths
was $5.90/share, up from $1.33/share in 2002. The Conpany's net
income for the first half of 2003 was inpacted by three
significant special items that increased net inconme by

$2. 74/ share. The second quarter inpact of these itens was an
increase to net inconme of $0.46/share. None of these itens

i npacted the Conpany's reported cash fl ow

During the first quarter of 2003, the gain on sale of the Sudan
operations increased net income by $296 nmllion ($2.28/share).
Begi nning in the second quarter of 2003, the Conpany changed its
accounting for stock options which resulted in an expense of $105
mllion ($74 mllion, net of tax) or $0.57/share. Al so during the
second quarter, the Conpany recorded a $133 million ($1.03/share)
future tax recovery primarily due to a reduction in the Canadi an
federal and provincial tax rates, which was partially offset by a
future tax expense associated with unrealized foreign exchange
gai ns on the Conpany's foreign denom nated debt. The 2002 second
quarter conparative net incone was reduced by a one-tinme non-cash
future tax expense of $116 mllion ($0.86/share), primarily due
to a new supplenental tax in the UK



Pro forma Sudan operations and gain on sale

The followi ng table has been provided to assist readers in
under st andi ng the Conpany's results after taking into account the
sal e of the Sudan operations. Pro forma is before the gain on
sal e of the Sudan operations in 2003 and excludes Sudan results
of operations for the period January 1 to March 12, 2003 (sale
closing date) and fromthe 2002 conparati ves.

[T/
Three nont hs Si x nont hs
ended ended

June 30, 2003 2002 2003 2002
Financial (mllions of C$

unl ess ot herwi se stated)

Cash flow 600 571 1, 369 1,076
Net incone 201 42 433 93
Expl orati on and devel opnent

expendi t ures 492 365 945 902
Per common share (doll ars)

Cash flow - Basic 4. 65 4.24 10. 58 8.02

- Diluted 4.59 4.16 10. 45 7.88
Net incone - Basic 1.52 0. 27 3. 26 0. 60
- Diluted 1.50 0. 26 3.22 0.59

Production (daily average

pr oducti on)

O 1 and liquids (bbls/d) 188, 682 214,553 191, 569 216, 944
Nat ural gas (mctf/d) 1,061 1,051 1,078 1, 047
Total nboe/d (6ntf=1boe) 365, 473 389, 750 371, 318 391, 525

[T/

On a pro forma basis after renoving the Sudan operating results
fromthe 2002 conparatives, cash flow per share increased 10% due
to the higher North Anerican natural gas revenues and fewer

out standi ng common shares. Pro forma net incone for the quarter

i ncreased 378% conpared to a year ago

[T/
Conpany Net backs
Three nont hs ended Si x nont hs ended
June 30, 2003 2002 2001 2003 2002 2001
Ol and liquids ($/bbl)
Sal es price 34.87 36.46 38.66 40.51 33.87 37.57
Hedgi ng expense (incone) 0.65 0.11 0.12 2.06 (0.32) 0.13
Royal ti es 3.83 6. 32 8.34 6. 49 5.92 7.44

Operating costs 9. 87 7.17 7.45 9. 58 7.27 7.19



20.
Nat ural gas ($/ncf)
Sal es price 6.
Hedgi ng expense (incone) O.
Royal ti es 1.
Operating costs 0.
4.
Total $/boe (6ntf=1boe)
Sal es price 35.
Hedgi ng expense (incone) O.
Royal ti es 5.
Operating costs 6.
22.
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i ncl uded el sewhere in this int

1Tl

The Conpany's average netback for the quarter was $22. 36/ boe,
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Revenue
The Conpany's gross sales were $1.2 billion for the quarter, down
slightly from 2002 due to the sale of the Sudan operations. On a

pro forma basis, after
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renmovi ng the Sudan operations,
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natural gas re
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[T/

Producti on

(daily average

producti on) Thr
June 30, 2003
O 1 and liquids (bbls/d)

North Anerica 59, 743
Nort h Sea 102, 274
Sout heast Asi a 22,899
Al geria 3, 766
Sudan -

66, 624
85, 751
18, 502

53, 208

60, 601 63,328 66, 456
105, 498 130, 850
22,134 22,766 18,628

3,336
26,295 59,612 51,654

188, 682

275,157 224,085

217,864 276, 556



Nat ural gas (mmcf/d)

North Anerica 865 822 792 866 822
Nort h Sea 91 136 99 114 128
Sout heast Asi a 105 93 89 98 97

Total boe/d

(6ncf equal s 1boe) 365, 473 450, 354 387,486 397,613 451, 137 396,

1T/

The Conpany's average oil and |iquids production for 2003 as
conpared to 2002 decreased with the sale of the Sudan operations
and maj or North Sea planned mai ntenance. North American |iquids
production was | ower as the Conpany continues to focus on natura
gas opportunities. Southeast Asia |iquids production renained
steady during the quarter. Algerian production at Qurhoud
commenced at the end of 2002 and increased through the first half
of 2003. Production fromthe Greater MN project started at
quarter end with the conpletion of the initial conm ssioning of
the oil processing and storage facilities. The Conpany's oil and
[iquids production is expected to increase significantly during
the second half of 2003 with higher North Sea volunes, start up
of the PM 3 CAA devel opment project in Mlaysial/Vietnam and

i ncreased production fromthe G eater MN project.

North Anerican natural gas production for the quarter ended June
30 increased to 865 mmtf/d, up 5% over the sane period | ast year
The increase is primarily due to the addition of the US natura
gas properties acquired at the end of 2002 and during the first
quarter of 2003, which contributed 67 mtf/d during the second
quarter. Production was reduced due to del ayed devel opnent and
turnarounds. North Sea natural gas production was affected by
reduced access to export pipeline capacity at Brae. Southeast
Asi a production averaged 105 mmcf/d due to higher sales at
Corridor. The Conpany's natural gas production is expected to

i ncrease during the second half of 2003 with reduced turnarounds
and the tie in of newwells in North Arerica, the start up of the
PM 3 CAA devel opnent later in the year and access to additiona
export pipeline capacity at Brae becom ng available in the fourth
quarter.

[T/

Prices

739

Three nont hs ended Si x nmont hs ended

June 30, 2003 2002 2001 2003 2002

Ol and liquids ($/bbl)

North Anerica 32.92 32.76 33.70 37.87 29.80 34.42
North Sea 35. 29 37.71 40.48 40.85 35.77 39.66
Sout heast Asi a 37.81 38.77 42.81 42.26 35.78 40.51



Al geri a 35. 05 - - 37.33 -

Sudan - 36.64 40.22 43.89 33.08 36.

Nat ural gas ($/ncf)

North Anerica 6.41 4.08 5.99 7.22 3.68 7
Nort h Sea 4.16 3.05 3.92 4.61 3.97 4.
Sout heast Asi a 5.05 4.92 5. 60 5.53 4.42 5

Total $/boe (6ntf equals

1boe) 35.68 31.63 36.88 40.62 29.53 39.

Hedgi ng | oss (i ncone) -
excl uded fromthe above
prices

Ol and liquids ($/bbl) 0. 65 0.11 0.12 2.06 (0.32) oO.
Nat ural gas ($/ncf) 0.10 (0.16) 0.13 0.18 (0.25) O.

Total $/boe (6ncf

equal s 1lboe) 0. 63 (0.31) 0.41 1.60 (0.77) O.

Benchmark prices

WIT  (US$/ bbl ) 28.91 26.25 27.96 31.39 23.95 28.
Brent (US$/bbl) 26.03 25.04 27.33 28.77 23.10 26.
NYMEX (US$/ mbt u) 5.48 3.37 4.78 6.05 2.88 6.
AECO (C$/ gj) 6.63 4.19 6.70 7.07 3.68 8.

Excl udes synthetic oil
[T/

World oil prices are above the level of a year ago but are down
fromthe first quarter of 2003. North American natural gas
prices, which remai ned high during the second quarter with
inventory levels continuing to be at historically | ow |evels,
have also fallen fromthe first quarter of the year. Talisnman's
Canadi an dol |l ar average reported price for oil and liquids fel
during the quarter primarily due to the strengthening of the
Canadi an dol lar vis-a-vis the US dollar, which also had a
mtigating inmpact on Talisman's reported average natural gas
price. Talisman's average natural gas price for the quarter
increased in part due to the inclusion of natural gas sales from
the recently acquired Appal achia properties, which averaged

$8. 66/ ncf during the quarter

The Conpany's conmodity hedging activities resulted in a

$0. 63/ boe |l oss for the quarter conpared to a gain of $0.31/boe in
2002, due principally to higher North Anerican natural gas
prices. The Conpany's net hedging loss for the quarter was $21
mllion conpared to a gain of $13 mllion in 2002. A summuary of

t he Conpany's outstanding cormmodity based sal es contracts nay be
found in note 5 of the InterimFinancial Statenents.



[T/

Royal ti es
June 30, Thr ee nont hs ended Si X nmont hs ended
Average royalty rates (% 2003 2002 2001 2003 2002 2001
North Anerica 23 18 26 22 20 26
Nort h Sea (2) 5 5 - 5 5
Sout heast Asi a 28 25 20 28 26 20
Al geria 51 - - 51 - -
Sudan - 38 45 46 38 42
16 17 23 18 17 22

Excl udes synthetic oi
[T/

The Conpany's royalty expense for the second quarter was $190
mllion, which equates to a royalty rate of 16% down from 17%in
2002. Hi gher natural gas prices in Canada increased the royalty
rate for North Anerica. North Sea royalties decreased as a result
of the UK abolishing governnent royalties effective January 2003.
During the period, agreenent was reached in respect of the
majority of outstanding royalty issues in respect of prior years
resulting in a negative royalty rate during the current period.
Tal i sman expects to resol ve additional outstandi ng government
royalty clainms by year end, which may result in further royalty
adj ustnents. Talisman's Algerian royalty rate is expected to
average 51% during the initial years of production. Wthout
Sudan, the Conpany's quarterly average royalty rate woul d have
been 13% and 18% for 2002 and 2001, respectively.

[T/

Operating Expense

June 30, Three nont hs ended Si x nmont hs ended
Unit operating costs ($/boe) 2003 2002 2001 2003 2002 2001
North Anerica 4.69 4.14 4.39 4.87 4.28 4.26
North Sea 11.53 8.53 9.76 11.89 8. 90 9.20
Sout heast Asi a 5.38 5.71 5.55 5.90 5.43 5.11
Al geri a 4. 07 - - 5.01 - -
Sudan - 4,55 3.93 3.73 3.74 3.82

6.98 5.81 5.85 7.11 5.87 5.69

Excl udes synthetic oi
[T/

Operating expense decreased slightly to $249 mllion for the



quarter due to the sale of the Sudan operations offset by higher
operating expense in North Anerica and the North Sea. Unit
operating costs averaged $6.98/ boe, down from $7.22/boe in the
first quarter with |ower costs in North America and the stronger
Canadi an dollar. Unit operating costs as conpared to a year ago
are up due primarily to higher North Sea mai ntenance while North
Anerican unit operating costs increased due to higher power and
processing fees.

| T/
Capital expenditures ($ mllions)
Thr ee nont hs ended Si X nonths e

June 30, 2003 2002 2001 2003 2002
North Anerica 236 143 186 872 430
Nort h Sea 142 116 203 220 264
Sout heast Asi a 74 56 18 154 106

Al geria 10 24 15 25 41
Sudan - 21 28 2 46

O her 40 35 8 58 71

Capital expenditures include exploration and devel opnment expendit
and net asset acquisitions but exclude corporate acquisitions and
adm ni strative capital

[T/

Total planned exploration and devel opnent spending for 2003 is
now expected to be $2.25 billion. During the first six nonths of
2003, $947 million was spent on exploration and devel opnent and
$384 million was spent on net acquisitions, nostly related to the
US property acquisitions during the first quarter. In the first
si x nmonths of 2003, the category "other" in the above table
includes $40 mllion spent for exploration and devel opnent in
Trini dad.

Not included in the above capital expenditures for the quarter is
the amobunt related to the agreenent to purchase a 61% operated
interest in the Norwegian offshore Gyda field, associated
facilities and adjacent acreage for $123 million effective
January 1, 2003. Gyda, in addition to providing highly
prospective field devel opment opportunities, is expected to add
7,000 boe/d of production. All significant conditions of the
agreenent have been net and the acquisition is expected to close
i n Septenber.

[T/
Depreci ation, Depletion and Anortization
Three nont hs ended Six nmonths e

June 30, = e e e e e eeeeeeeeaeaaaa
DD&A ( $/ boe) 2003 2002 2001 2003 2002

nded

ures

nded

2001



North Anerica 9.23 8.14 7.89 9.14 8. 27
North Sea 12.33 12.42 12.01 12.63 12.13 1
Sout heast Asi a 6.52 6.11 6.38 6. 19 6.11
Al geri a 7.01 - - 7.39 -
Sudan - 4.14 4.13 3.98 4.23

9. 90 8.88 8.33 9.59 8. 85
[T/
The 2003 second quarter depreciation, depletion and anortization
(DD&A) expense was $329 million, down from $364 mllion in 2002
as an increase in unit DD&A rates partly offset the inpact of
| ower production volunes. The DD&A rates in North Anerica
increased due to the inclusion of costs associated with the US
property acquisitions.
[T/
O her ($ millions except where noted)

Three nont hs ended Si x nonths e

June 30, 2003 2002 2001 2003 2002
&RA ($/ boe) 1.07 0.87 0.75 1.03 0.81
Interest costs capitalized 7 4 7 14 11
Dry hol e expense 42 25 41 114 52
Ot her expense (incone) 41 23 (60) 34 74
I nterest expense 32 46 30 72 84
O her revenue 14 18 18 37 39
[T/
Dry hol e expense was $42 mllion, of which $37 mllion was
incurred in North Anerica. O her expense (incone) of $41 mllion
in the second quarter of 2003 includes a property inpairnment in
the North Sea of $27 million due to disappointing devel opnent
drilling at |vanhoe/ Rob Roy. Interest expense fell during the
quarter due to the | ower average debt | evel. O her revenue
included $12 million of pipeline and processing revenue.

St ock- Based Conpensati on

As approved by Talisman's sharehol ders, the Conpany's stock
option plans have been anended to provide enpl oyees and directors
who hol d stock options the choice upon exercise to purchase a
share of the Conpany at the stated exercise price or to receive a
cash paynent in exchange for surrendering the option. The cash
paynment is equal to the appreciated value of the stock option as
deternmi ned based on the difference between the option's exercise
price and the Conpany's share price at the tinme of exercise

These amendnments are expected to result in reduced sharehol der
dilution fromboth existing options and in the future, as it is
antici pated that holders of the stock options will elect to take

nded



a cash paynent. Such cash paynents nmade by the Conpany to stock
option holders will be deductible by the Conpany for corporate
income tax purposes. As a result of the amendnents, the Company's
second quarter results include a $105 million ($74 mllion, net
of tax) or $0.57/share stock-based conpensati on expense relating
to the appreci ated val ue of the Conpany's outstandi ng stock
options. Additional stock-based conpensati on expense or
recoveries in future periods is dependent on the novenent of the
Conpany's share price and the nunber of outstanding options. See
notes 1 and 3 of the June 30 Interim Financial Statenents for
addi tional information on stock based conpensation

[T/
Taxes ($ mllions)
Three nont hs ended Si x nmont hs ended
June 30 12003 2002 2001 2003 2002 2001
Income before tax 118 323 428 906 513 955
Less PRT 17 35 36 50 76 80
- 1o1 288 392  8s6 437 875
Income tax expense (recovery)
Current income tax 43 73 69 135 124 194
Future incone tax (143) 125 34 (53) 122 109
""""""""""""""""" (100) 198 103 82 246 303
Effective tax rate (99%  69% 26%  10%  56% 35%
1T/

The current tax expense for the quarter was reduced due to | ower
North Sea revenues. During the second quarter of 2003, the
Conpany recorded a non-cash future tax recovery of $160 mllion
($1. 24/ share) due to a reduction in the Canadi an federal and
provincial tax rates. In addition, the second quarter included a
$27 mllion ($0.21/share) future tax expense relating to the
potential Canadian future tax liability associated with the

i mpact of a stronger Canadi an dollar on the foreign denom nated
debt. In 2002, the future tax expense for the second quarter

i ncreased due to the introduction of a 10% suppl enental tax in
the UK ($128 million), which was partially offset by a reduction
in the Alberta provincial tax rate ($12 mllion). Adjusting for
the inpact of the above itens in 2003 and 2002, the effective tax
rate for the second quarter of 2003 and 2002 woul d have been 33%
and 28% respectively. This adjusted effective tax rate increased
during the quarter due to the change in the sourcing of the
Conpany's pre-tax incone between tax jurisdictions.

Long-term debt and liquidity

Long-term debt decreased to $2.3 billion, down from $3.0 billion
at year end due to a portion of the Sudan net proceeds being used



to repay anounts outstanding under the Conpany's bank credit
facilities. In addition, with 72% of the Conpany's debt
effectively denominated in US dollars, the strengthening of the
Canadi an dollar during the first half of 2003 decreased the
reported debt anmpunt by $272 nmillion as conpared to year end. The
majority of the change in reported debt due to currency novenents
does not inmpact the Conpany's net income but instead inpacts the
curmul ative foreign currency translation account which is included
i n sharehol ders' equity.

Al'l owing for $488 mllion of cash and short-terminvestnents,
total net corporate debt at quarter end, excluding the preferred
securities, was $1.8 billion. On a net debt basis, debt-to-debt
plus equity was 27% down from 40% at year end.

During the quarter, the Conpany purchased 68,500 comopn shares
under its normal course issuer bid for $4 mllion ($56.58/share).
Subsequent to the end of the quarter, 1,200,900 common shares
were repurchased for $73 million ($60.99/share). Year to date,

t he Conpany has purchased 3,335,600 conmon shares for $194
mllion ($58.23/share). In March 2003, the Conpany renewed the
normal course issuer bid to permt the purchase of up to

6, 456, 669 of its common shares, representing 5% of the tota
nunber of common shares outstanding at the tinme of the renewal.

Sal e of Sudan operations

On March 12, 2003, Talisman conpleted the sale of its indirectly
hel d subsidiary which owned an interest in the Geater Nile Ol
Project in Sudan to ONGC Videsh Linmted ("OVL"), a subsidiary of
India' s national oil conpany. The aggregate ampunt realized by
Talisman fromthe transaction (including interest and cash

recei ved by Talisnman between Septenber 1, 2002 and cl osi ng) was
$1.13 billion (US$771 nmillion), subject to post-closing

adj ustnents. See note 7 of the Interim Financial Statenents.

Expl orati on and Operations Review

North Anerica

During the second quarter, Talisman participated in 108 wells
(gross). Atotal of 43 gas and 56 oil wells were drilled,
resulting in an average success rate of 92%

Gas production in North America during the second quarter
averaged 865 mmcf/d, an increase of 5% over the same period |ast
year, primarily due to the recent acquisition of US properties in
Appal achi a. Liquids production averaged 59, 743 bbls/d, a decrease
of 5% over the sane period |ast year. Natural gas continues to be
the focus of the Conpany's exploration and devel opnent activities
in North America, supplenmented by low risk oil projects.

In the Alberta Foothills, natural gas production averaged 124
mrcf/d, essentially unchanged fromthe |ast few quarters.
Production in this area is limted by available infrastructure
and Talisman estimates that it has 15-20 mrcf/d of shut in
production. The Erith Pipeline and dehydration projects should be
commi ssioned in the fourth quarter to alleviate this bottleneck
The pipeline will add 75 mrtf/d of raw gas capacity fromthe



Foothills Area to Talisman's Edson gas plant. The Conpany expects
to utilize approximately two-thirds of this new capacity.
Talisman continued its active programin the area with five
operated and two non-operated drilling rigs. During the quarter
six of the 23 wells (gross) planned for this year were drilled
with a 100% success rate.

In the Turner Valley field, Talisman's successful oil and up hol e
gas drilling progranms continued with four new wells drilled with

a 100% success rate. O particular note is the new 12-9 wel

(100% TLM, which tested at a rate of 4 nmtf/d. The well has been
tied in and is on production

In the Monkman area, natural gas production averaged 87 mmctf/d,
an increase of 11% over the sane period |ast year and 5% over the
| ast quarter. Two recently drilled Triassic gas wells have
contributed to the production growth in the Monknman area. TEC et
al Perry (Bullmose)b-2-E (44% TLM) tested at 18 nmmctf/d and is
expected to be on streamin | ate August 2003. There are currently
two rigs active in the area.

In Chauvin, nine wells were drilled in the second quarter with a

100% success rate. Chauvin's production averaged 17,865 boe/d, an
i ncrease of 3% over the sanme period | ast year, establishing a new
production record.

Production from Appal achi a averaged 67 mmtf/d during the quarter,
an increase of 12% over |ast quarter. Fortuna Ganung Hz #1 (100%
TLM has been conpleted and cl eanup is under way. A second wel
has reached total depth and both wells will be tested soon

Prices averaged $8.66/ncf during the quarter. Two rigs are
operating in the area and seven to nine wells are planned for the
rest of the year.

Edson area production increased 3% over |ast quarter. West
Whi t ecourt agai n achi eved record production averagi ng 10, 200
boe/d, an increase of 7% over the sane period |ast year and 2%
over |ast quarter, as a result of a successful winter drilling
program In Bigstone/ WIld River, five wells were drilled in the
quarter with 100% success. Production at Bigstone/WId River
averaged 16,204 boe/d, an increase of 7% over |ast quarter

mai nly due to the successful drilling program Talisman is
currently operating three drilling rigs in this area and plans to
increase the rig activity level to five rigs this fall. In Deep

Basin, two gas wells were drilled in the second quarter with a
100% success rate. Average production was 9,503 boe/d, an
i ncrease of 3% over the sane period | ast year

The EUB has issued GB2003-16, which recomended gas producing
fromthe Wabi skaw- McMurray formation in designated areas be
shut-in while a detailed review is conducted. This proposed
policy has mninmal inmpact on Talisman, as less than 1.5 mtf/d of
production falls within the newly prescribed area. Talisman wl |
continue to nmonitor the situation, but expects no further inpact
on our operations or devel opnent plans in the area.

North American Frontiers

Sout h east of Nova Scotia, on offshore Block EL 2379, we are
participating in the high-risk, high-potential exploration wel



Bal veni e-B79. The wel | spudded on July 7 and is scheduled to
reach total depth by the end of August.

Talisman's subsidiary, Fortuna Exploration LLC, entered into an
agreenent with Total E&P USA, Inc. to explore 10 townships in the
Nat i onal Petrol eum Reserve Area of Al aska. Fortuna will earn 30%
in the lands. Several |arge prospects have been identified and
geol ogi cal and geophysical work is progressing in preparation for
a 2004 exploration well

Nort h Sea

North Sea production during the second quarter averaged 117, 500
boe/d, down 11% as expected, fromthe first quarter of 2003,

mai nly due to mmj or planned shutdowns for nmintenance and

nodi fications at Ross/Bl ake and at Claynore/ Tartan. Wth the
maj or pl anned shut downs now conpl ete, additional production from
the Bl ake Fl ank and the ongoi ng devel opnent well drilling
program production is anticipated to increase to about

140, 000- 150, 000 boe/d in the fourth quarter

The Bl ake Fl ank pil ot developnent is still on schedule to deliver
first production of about 11,500 bbls/d in Septenber (TLM 549% .
Reservoir quality in the first two devel opnent wells is better
than expected and the first well has been conpleted and tested at
over 5,000 bbls/d fromone of two prospective zones.

Tal i sman has a very active drilling programin the North Sea with
wells currently drilling in the Clyde, Ross, Blake and Claynore
fields. The second Hannay wel|l was successful, although
producti on was del ayed due to a subsea mechanical fault and is
expected to start up in early August. The water injector well at
Hall ey, drilled during the first and second quarters, proved to
have poor injectivity and is expected to be sidetracked |ater
this year.

An exploration well adjacent to the Tartan field in Block 15/ 16a
(TLM 100% is currently testing at approximately 5,000 bbls/d,
constrained by a half inch choke.

Talisman's first entry into the Norwegian North Sea with the
acqui sition of the operated Gyda field was announced in May. The
transaction is proceeding as planned and the Conpany expects
conpl eti on and assunption of operatorship before the end of the
third quarter. Upon conpletion of the transaction, initial net
production is expected to be 7,000 boe/d with plans to increase
this to 20,000 boe/d by 2006.

| ndonesi a

The successful fracture stinulation program at Tanjung conti nued
into the second quarter with production rates nmaintai ned at 6,500
bbl s/d (net TLM.

Sal es of Corridor gas to Singapore Power are due to commence in
August 2003, on schedul e.

Negoti ati ons are progressing well for additional Corridor gas
sales. In July, a gas sal es agreenent was concluded for gas sal es
fromCorridor to Island Power in Singapore at an initial rate of



approximately 20 mmcf/d (net TLM likely starting in 2006. A gas
sal es heads of agreenment was signed in July for Corridor to
supply gross volunmes of 2.4 tcf of gas to PT PLN (Indonesia's
state owned el ectric power generator). Gas deliveries are
expected to start in 2006 and reach 300 mmtf/d in 2008 and a

pl ateau rate of 400 mcf/d (TLM 36% .

Mal aysi a/ Vi et nam

The PM 3 CAA project requires the fabrication of four well head
riser platforns, a central processing platform conpression
platform and floating storage and of fl oadi ng vessel. Construction
activity is over 90% conpl ete and on schedule for oil start up in
Septenber and gas sales in COctober 2003.

To the end of June, the four well head riser platfornms and the
jacket for the processing platform had been installed, with al

ot her project activities nearing conpletion. In July, the
processi ng topsi des were shipped out to the field and installed
as schedul ed. Devel opment drilling is progressing in tandemwth
construction activity and is progressing as planned. To date,

el even devel opnent wel |l s have been conpleted with the batch
drilling of further wells under way. Well results are generally
exceedi ng expectations and there is already sufficient
deliverability capacity to neet initial gas sal es vol unes.

In the northern part of Block PM 3 CAA, the Pakma/ Orkid appraisa
program was successful. The East Bunga Orkid-2 appraisal well was
drilled with two sidetracks, encountering 27 different gas zones
with a maxi mum of 191 meters of net pay. Two of the 27 zones were
tested and flowed at rates 18.2 mmcf/d and 17.2 mmcf/d. The North
Bunga Pakma-2 appraisal well was drilled with one sidetrack
encountering 15 different gas zones with a maxi num of 72 neters
of net pay. One of the 15 zones was tested and flowed at 20
mcf/d. These wells have increased proved and probabl e reserves
in the Bunga Orkid/ Pakma conpl ex.

Devel opment planning for the South Angsi discovery is under way,
towards a production start in md-2005.

Tri ni dad

Devel opnent of the Greater Angostura field located in offshore

Bl ock 2c is progressing as planned (TLM 25%, with the
installation of facilities due to conmence in the fourth quarter
of 2003. First oil fromthe project is expected in early 2005. On
Bl ock 2c, the Howl er-1 exploration well is drilling. Acquisition
of the onshore 3D seism c programon the Eastern Bl ock has been
suspended during rainy weather with 67% of the CEC-1 area shot.

Al geria

O | production fromthe Menzel Lejmat North (M.N) field in

Al geria conmenced in |ate June 2003. Initial gross production of
approxi mately 14,000 bbls/d of oil is expected to increase to
around 33,000 bbls/d in late 2003 (TLM 35% . Production fromthe
Qurhoud field (TLM 2% comenced in late 2002 with first oi
sales in 2003. Talisman's overall share of Algeria production is
expected to average 15,000 bbls/d (net TLM in the fourth
quarter.



The Conpany is continuing to evaluate its M.SE gas di scoveries in
t he southern portion of Block 405a.

Col onmbi a

Drilling on the Acevedo and the Huila Norte Blocks is expected to
start in |late August or early Septenber.

Tal i sman Energy Inc. is a large, independent oil and gas
producer, with operations in Canada and, through its

subsi diaries, the North Sea, Indonesia, Mlaysia, Vietnam

Al geria and the United States. Talisman's subsidiaries also
conduct business in Trinidad, Colonbia and Qatar. Talisnman has
adopted the International Code of Ethics for Canadi an Busi ness
and is conmtted to nmmintaining high standards of excellence in
corporate citizenship and social responsibility wherever its
busi ness is conducted. Talisman's shares are |isted on Toronto
Stock Exchange in Canada and the New York Stock Exchange in the
United States under the synmbol TLM

Forward Looki ng Statenents: This press rel ease contains
"forward-1ooking statenments” within the nmeaning of the US Private
Securities Litigation Reform Act of 1995, including estimtes of
future production and cash fl ows, business plans for drilling,
expl oration, production, construction, oil or gas sales or
deliveries, and acquisitions, the estinmated anounts and tim ng of
capital expenditures, and other expectations, beliefs, plans,
obj ectives, assunptions or statenents about future events or
performance (often, but not always, using words such as
"expects", "expected", "anticipated", "intended", "planned",
schedul e to", "due to", "should be", "scheduled", "likely" or
stating that certain actions, events or results "may", or "wll"
be taken, occur or be achieved). Forward-Iooking statenents are
based on current expectations, estimates and projections that

i nvol ve a number of risks and uncertainties that could cause
actual results to differ materially fromthose reflected in the
statenments. These risks include, but are not limted to: the
risks of the oil and gas industry (for exanple, operational risks
in exploring for, devel oping and producing crude oil and natura
gas; risks and uncertainties involving geology of oil and gas
deposits; the uncertainty of reserve estimates; the uncertainty
of estinmates and projections relating to future production, costs
and expenses and the success of exploration and devel opnent
projects; potential delays or changes in plans with respect to
exploration or devel opnent projects or capital expenditures; and
heal th, safety and environnental risks); uncertainties as to the
avai lability and cost of financing; risks in conducting foreign
operations (for example, political and fiscal instability or the
possibility of civil unrest or mlitary action in countries such
as I ndonesia, Algeria or Colonbia); fluctuations in oil and gas
prices and foreign currency exchange rates; and the possibility

t hat governnment policies may change or governnental approvals may
be del ayed or withheld. Additional information on these and ot her
factors that could affect the Conpany's operations or financia
results are included in the Conpany's other reports on file with
Canadi an securities regulatory authorities and the United States
Securities and Exchange Commi ssion. Forward-|ooking statenents
are based on the estimates and opi nions of the Conpany's
managenent at the tine the statenents are nade. The Conpany

on



assunmes no obligation to update forward-I|ooking statenments shoul d

ci rcunstances or managenment's estinmates or

Non- GAAP Measur es:

to terns conmmonly used in the oi
fl ow and cash flow per share.
Generally Accepted Accounting Principles in either
these are referred to as non- GAAP neasures.
Cash flow, as discussed in this news rel ease

US. Consequently,

These terns are not

opi ni ons change.

Included in this news release are references
and gas industry,
defi ned by

Canada or the

such as cash

appears as a

separate caption on the Conpany's cash flow statenment and is
reconciled to both net income and cash flow from operations.

Si x nmont hs ended

June 30

2003 2002
1, 445 1,229
774 191
947 948
11.17 9.15
5.90 1.33
58, 087 60, 524
105, 498 130, 850
22,134 22,766
3, 336 -
26, 295 59, 612
2,514 2,804

[T/
Tal i sman Energy I nc.
Hi ghlights
Three nont hs ended
June 30
2003 2002
Fi nanci al
(mllions of Canadian dollars
unl ess ot herwi se stated)
Cash flow 600 652
Net incone 201 90
Expl orati on and devel opnent
expendi t ures 492 386
Per common share (doll ars)
Cash flow (1) 4. 65 4.84
Net inconme (2) 1.52 0.62
Producti on
(daily average)
O 1 and liquids (bbls/d)
North Anerica 57, 302 60, 381
North Sea 102,274 129, 002
Sout heast Asi a 22,899 22,501
Al geri a 3,766 -
Sudan - 60, 604
Synt hetic oil 2,441 2,669
Total oil and liquids 188,682 275, 157
Nat ural gas (mmcf/d)
North Anerica 865 822
North Sea 91 136
Sout heast Asi a 105 93

866 822
114 128
98 97

Total natural gas
Total nboe/d
Prices (3)

Ol and liquids ($/bbl)
North Anerica
Nort h Sea

365 450
32.92 32.76
35.29 37.71

398 451
37.87 29. 80
40. 85 35.77



Sout heast Asi a 37.81 38.77 42. 26 35.78

Al geria 35. 05 - 37.33 -

Sudan - 36. 64 43. 89 33.08
Crude oil and natural gas |liquids 34.87 36. 46 40. 51 33. 87

Synt hetic oil 46. 24 42. 84 46.71 37.25
Total oil and |iquids 35.02 36.53 40. 58 33.90
Nat ural gas ($/ncf)
North Anerica 6.41 4.08 7.22 3.68
North Sea 4.16 3.05 4.61 3.97
Sout heast Asi a 5. 05 4.92 5.53 4.42
Total natural gas 6. 09 4.02 6. 80 3.78
Total ($/boe) (includes synthetic) 35.75 31.70 40. 66 29. 58

(1) Cash flow per commn share is cal cul ated before deducting
preferred security charges.

(2) Net inconme per common share is calculated after deducting
preferred security charges.

(3) Prices are before hedging.

Tal i sman Energy I nc.
Consol i dat ed Bal ance Sheets

June 30 December 31

(m1lions of Canadian doll ars) 2003 2002
Asset s
Current
Cash and short-terminvestnents 488 27
Accounts receivabl e 690 719
I nventories 116 147
Prepai d expenses 16 24
1, 310 917
Accrued enpl oyee pension benefit asset 66 67
Ot her assets 78 99
Goodwi | | 444 469
Property, plant and equi pnent 9,168 10, 042
9, 756 10, 677
Total assets 11, 066 11,594
Liabilities
Current
Account s payabl e and accrued liabilities 890 803
I ncone and ot her taxes payable 219 186



Deferred credits 53 57

Provision for future site restoration 766 813
Long-term debt 2,280 2,997
Future incone taxes 2,020 2,236

5, 119 6, 103

Shar ehol ders' equity

Preferred securities 431 431
Common shares 2,747 2,785
Contri buted surplus 73 75
Cunul ative foreign currency translation (134) 140
Ret ai ned ear ni ngs 1,721 1,071

4,838 4,502
Total liabilities and sharehol ders' equity 11, 066 11,594

See acconpanyi ng notes.
Interimstatenents are not independently audited.

Tal i sman Energy I nc.
Consol i dated Statenents of |ncone

Three nonths ended Six nonths ended

(m1lions of Canadian dollars June 30 June 30
except per share anounts) 2003 2002 2003 2002
Revenue
Gross sales 1, 169 1, 312 2,812 2,475
Less royalties 190 219 516 414
Net sal es 979 1,093 2,296 2,061
O her 14 18 37 39
Total revenue 993 1,111 2,333 2,100
Expenses
Operating 249 254 543 510
General and admini strative 35 35 74 66
Depreci ati on, depletion and
anortization 329 364 690 723
Dry hole 42 25 114 52
Expl orati on 42 41 91 78
I nterest on | ong-term debt 32 46 72 84
St ock- based conpensati on 105 - 105 -
O her 41 23 34 74
Tot al expenses 875 788 1,723 1, 587
Gain on sale of Sudan operations - - 296 -

| ncone before taxes 118 323 906 513



Taxes

Current incone tax 43 73 135 124

Future incone tax (recovery) (143) 125 (53) 122

Petrol eum revenue t ax 17 35 50 76

(83) 233 132 322

Net i ncone 201 90 774 191
Preferred security charges,

net of tax 5 6 11 12

Net incone available to common
shar ehol ders 196 84 763 179

Per common share (doll ars)
Net incone 1.52 0. 62 5.90 1.33
Diluted net incone 1.50 0.61 5.82 1.31

Aver age nunmber of common

shares outstanding (mllions)
Basi ¢ 129 135 129 134
Di | uted 131 137 131 137

Consol i dated Statements of Retai ned Earnings

Three nont hs ended Six nonths ended

June 30 June 30
(mllions of Canadian dollars) 2003 2002 2003 2002
Ret ai ned ear ni ngs, begi nning
of period 1, 566 882 1,071 787
Net incone 201 90 774 191
Commmon share di vi dends (39) (40) (39) (40)
Pur chase of common shares (2) - (74) -
Preferred security charges,
net of tax (5) (6) (11) (12)
Ret ai ned earni ngs, end of period 1,721 926 1,721 926

See acconpanyi ng notes.

Tal i sman Energy I nc.
Consol i dated Statenents of Cash Fl ows

Thr ee nont hs ended Si x nmont hs ended
June 30 June 30
(mllions of Canadian doll ars) 2003 2002 2003 2002

Operating



Net incone 201 90 774 191
Items not involving current

cash flow 357 521 580 960
Expl oration 42 41 91 78
Cash flow 600 652 1, 445 1,229
Deferred gain on unwound hedges (2) (13) (5) (25)
Changes in non-cash working

capi tal 78 28 2 10
Cash provi ded by operating

activities 676 667 1, 442 1,214
I nvesting
Proceeds on sal e of Sudan

operations - - 1,012 -
Capital expenditures

Expl orati on, devel opnent and

corporate (505) (392) (966) (960)

Acqui sitions (14) (15) (398) (20)
Proceeds of resource property

di spositions 4 8 14 12
I nvest nent s (2) - (3) -
Changes in non-cash working capital 23 (132) (15) (79)
Cash used in investing activities (494) (531) (356) (1,047
Fi nanci ng
Long-term debt repaid (180) (647) (737) (1,163)
Long-term debt issued - 571 292 1, 055
Common shares issued (purchased) 2 14 (114) 34
Common share di vi dends (39) (40) (39) (40)
Preferred security charges (9) (10) (19) (21)
Deferred credits and ot her - (4) 18 (13)
Cash used in financing activities (226) (116) (599) (148)
Ef fect of translation on

foreign currency cash (26) - (26) -
Net (decrease) increase in cash (70) 20 461 19
Cash and short-terminvestnents,

begi nni ng of period 558 16 27 17
Cash and short-terminvestnents,

end of period 488 36 488 36
See acconpanyi ng notes.
NOTES TO THE | NTERI M CONSCL| DATED FI NANCI AL STATEMENTS
(unaudi t ed)
(tabul ar ampunts in nmillions of Canadian dollars ("$") except as

not ed)
[T/

The I nteri m Consol i dated Fi nanci a

St at enents of Talisman Energy



Inc. ("Talisman" or the "Conpany") have been prepared by
managenment in accordance with accounting principles generally
accepted in Canada. Certain information and disclosures nornally
required to be included in notes to annual consolidated financia
statements have been condensed or omtted. The Interim
Consol i dated Fi nanci al Statenments should be read in conjunction
with the Consolidated Financial Statenents and the notes thereto
in Talisman's Annual Report for the year ended Decenber 31, 2002.

1. Significant Accounting Policies

The Interim Consolidated Fi nancial Statenments have been prepared
follow ng the same accounting policies and nethods of conputation
as the Consolidated Financial Statenments for the year ended
Decenber 31, 2002 except for the follow ng:

Tal i sman's stock option plans, as approved by the Conpany's

shar ehol ders, have been anended effective July 1, 2003 to provide
enpl oyees and directors who hold stock options the choice upon
exercise to receive a cash paynent in exchange for surrendering

t he option. The cash paynent is equal to the appreciated val ue of
the stock option as determ ned based on the difference between
the option's exercise price and the Conpany's share price at the
time of exercise. As a result of the anendnents to the stock
option plans, the Conpany has recorded $105 nillion ($74 nmillion
after tax) of conpensation expense and a corresponding liability
based on the appreciated val ue of the outstanding stock options
as determ ned using the June 30, 2003 closing share price.

In addition to the Conpany's stock option plans, Talisman has
i ssued 382,080 cash units during the quarter to certain of its
overseas enpl oyees. Cash units are simlar to stock options
except that the hol der does not have a right to purchase the
underlying share of the Conpany.

Future stock based conpensati on expense or recoveries will be
dependent on changes in the Conpany's share price and the nunber
of options and cash units outstanding.

2. Share Capita

Tal i sman's authorized share capital consists of an unlimted
nunber of common shares without nom nal or par value and first
and second preferred shares. No preferred shares have been

i ssued.

[T/
Continuity of common shares (year to date)
2003
Shar es Anp
Bal ance at January 1, 131, 039, 435 $2,
| ssued upon exerci se of stock options 257,913
Pur chased (2,134, 700)

Bal ance at June 30, 129, 162, 648 2



[T/

Pursuant to a normal course issuer bid renewed in March 2003,
Tal i sman nmay repurchase up to 6,456,669 comopn shares
representing 5% of the outstandi ng coormon shares of the Conpany
at the tine the normal course issuer bid was renewed. During the
first six nonths of 2003 the Conpany repurchased 2,134, 700 common
shares for $121 million, including 68,500 conmon shares for $4
mllion in the quarter ended June 30, 2003. Subsequent to June
30, 2003, the Conpany repurchased an additional 1,200,900 of
common shares for $73 million

[T/
3. Stock Options

Continuity of stock options (year to date)

2003
Nunber Aver age
of Exerci se
Opti ons Price
Qut standi ng at January 1, 2003 7,384, 054 46. 53
Granted during the period 2,299, 499 59. 36
Exerci sed 257,913 33.33
Expired/forfeited 109, 836 58. 62
Qut standi ng at June 30, 2003 9, 315, 804 49. 92
Exerci sabl e at June 30, 2003 3,900, 957 35.90

[T/

As indicated in note 1, the Conpany began recordi ng conpensation
expense in the second quarter of 2003 for stock options and cash
units outstanding. Prior to the second quarter, no amount of
conpensati on expense had been recognized in the financia
statements for stock options granted to enpl oyees and directors.
The followi ng table provides pro forma neasures of net incone and
net income per conmon share had stock options been recogni zed as
conmpensati on expense prior to 2003 based on the estimated fair

val ue of the options on the grant date. Had the stock option

pl ans not been anended during the second quarter of 2003, the pro
forma net income woul d have been approximately $55 million
($0. 42/ share) higher than the net inconme as reported for the six
nont hs ended June 30, 2003.

[T/

June 30, 2002(1) Three nont hs Si x nont hs
Ended ended



As Pro As Pro
Report ed Forma(2) Reported For ma( 2)
Net inconme
($m 1 1ions) 90 82 191 176
Per common
share ($/share)
Basi c 0.62 0. 56 1.33 1.22
Di |l uted 0.61 0. 55 1.31 1.20
(1) Pro forma anobunts have not been provided for 2003 due to the
recordi ng of conpensati on expense as disclosed in note 1
(2) Pro forma net incone and net inconme per commopn share had stock
options been recogni zed as conpensati on expense based on the
estimated fair value of the options on the grant date.
[T/
Stock options granted during the six nonths ended June 30, 2003
had an estinmated wei ghted-average fair value of $22.91 per option
(2002 - $26.19 per share). The estimated fair value of stock
options issued was determ ned using the Bl ack-Schol es nodel using
substantially the sane assunptions disclosed in note 8 of the
Decenber 31, 2002 Consolidated Financial Statenents. Al options
i ssued by the Conpany pernmt the holder to purchase one commobn
share of the Conpany at the stated exercise price or, effective
July 1, 2003, to receive a cash paynent equal to the appreciated
val ue of the stock option.
[T/
4. Long- Ter m Debt
June 30, Decenber 31,
2003 2002
Bank Credit Facilities
(Canadi an $ denoni nat ed) $ - $ 265
Debenture and Notes (unsecured)
US$ denom nated (US$850 million) 1,152 1, 342
Canadi an $ denom nat ed 634 814
Pounds Sterling denom nated
(Pounds Sterling 250 mllion)(1) 494 576
2,280 2,997
Less current portion - -
$ 2,280 $ 2,997

(1) Swapped into US dollars. See note 6 of the Decenber
Consol i dat ed Financial Statenents.

5. Commpdity Based Sal es Contracts

31, 2003



The following tables are an update of the commodity price derivative
contracts and fixed price sales contracts outstandi ng:

a) Commodity price derivative contracts

Nat ural gas

Fi xed price Remai nder Thr ee- way Remai nder
Swaps 2003 2004 collars 2003
(AECO gas i ndex) (AECO gas i ndex)
Vol unes (ncf/d) 27,500 - Vol unes (ncf/d) 9, 200
Price ($/ncf) 6. 35 - Ceiling price ($/ncf) 3.39
(NYMEX gas i ndex) Fl oor price ($/ntf) 3.11
Vol umes (ncf/d) 58, 000 48,500 Sol d put price ($/ncf) 2.56
Price (US$/ ncf) 5.13 4.58
Two- way Remai nder Two- way Remai nder
collars 2003 collars 2003
( AECO gas i ndex) (Sumas gas i ndex)
Vol unes (ncf/d) 18, 500 Vol unes (ncf/d) 6, 500
Ceiling price ($/ncf) 7.26 Ceiling price (US$/ncf) 4.96
Fl oor price ($/ncf) 6.23 Fl oor price (US$/ ncf) 3.92
Crude oil contracts
Fi xed price Remai nder Two- way Remai nder
swaps 2003 col lars 2003 2004
(Brent oil index) (Brent oil index)
Vol unes (bbl s/ d) 12, 000 Vol unes (bbl s/ d) 12,000 10,000
Price (US$/bbl) 22.79 Ceiling price (US$/bbl) 25.71  25.02
Fl oor price (US$/bbl) 22.23 22. 34
(W'l oi |l index) (wrl i ndex)
Vol unes (bbl s/ d) 30, 000 Vol unes (bbl s/ d) 23, 000 -
Price (US$/ bbl) 25.34 Ceiling price (US$/bbl) 28.48 -
Fl oor price (US$/ bbl') 23.05 -
b) Physical contracts (North Anerica)
Remai nder
Fi xed price sales 2003 2004 2005- 2007
Vol umes (ncf/d) 59, 200 33, 200 11,100
Wei ght ed average price ($/ ncf) 3. 65 3.37 3.30

In addition to the fixed price contracts,

t he Conpany has entered

into contracts with a pricing structure sinmlar to the three-way

commodity collars disclosed in note 9 of the Conpany's Decenber
St atenents.

2002 Consol i dated Fi nanci a
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Remai nder



NI T index 2003 2004

Vol unes (ncf/d) 15, 300 15, 300
Ceiling ($/ncf) 3.56 3. 49
Fl oor ($/ncf) 3.37 3.32
Sol d put strike ($/ncf) 2.76 2.67

6. Sel ected Cash Flow I nformation

Three nont hs ended Si x nont hs ended
June 30 June 30
2003 2002 2003 2002
Net incone 201 90 774 191
Itenms not involving current
cash flow
Depreci ati on, depletion and
anortization 329 364 690 723
Property inpairnents 28 4 28 49
Dry hol e 42 25 114 52
Net | oss (gain) on asset
di sposal s (5) 2 (9) 1
Gain on sale of Sudan
operations - - (296) -
St ock- based conpensati on 105 - 105 -
Future taxes and deferred
PRT (139) 129 (53) 138
O her (3) (3) 1 (3)
357 521 580 960
Expl orati on 42 41 91 78
Cash flow 600 652 1, 445 1,229

7. Sal e of Sudan Operations

On March 12, 2003, the Conpany conpleted the sale of its 25%
indirectly held interest in the Greater Nile O Project in Sudan
Total gross proceeds were $1.13 billion (US$771 nillion), including
i nterest and cash received by Talisman between Septenber 1, 2002 and
closing on March 12, 2003. The gain on sale is as follows:

Gross proceeds on sale of Sudan operations (US$771 mllion) $ 1,135

Less interim adjustnents (123)
1,012

Property, plant and equi pnent 687
Wor ki ng capital and other assets 72
Future incone tax liability (59)
Net carrying value at March 12, 2003 700

Esti mated cl osi ng costs 16



The interim adjustnents are subject to finalization and nay change.

8. Segnented Information

North Anerica (1) North Sea (2)
Thr ee Si x Thr ee Si x
nont hs nont hs nont hs nont hs
ended ended ended ended
June 30 June 30 June 30 June 30

(mllions of
Canadi an dollars) 2003 2002 2003 2002 2003 2002 2003 2002

Revenue
Gross sal es 671 510 1, 489 941 362 480 837 947
Royal ti es 157 89 338 170 (8) 22 (4) 49
Net sal es 514 421 1,151 771 370 458 841 898
O her 7 8 20 18 7 10 17 21
Total revenue 521 429 1,171 789 377 468 858 919
Segnent ed expenses
Operating 94 82 193 166 134 128 288 266
DD&A 172 148 340 300 131 172 284 334
Dry hol e 37 5 62 21 4 - 51 -
Expl oration 15 13 38 31 8 7 11 11
O her (7) (1) (20) (4) 28 5 29 55

Total segnented
expenses 311 247 613 514 305 312 663 666
Segnent ed i ncone
bef ore taxes 210 182 558 275 72 156 195 253
Non- segnent ed
expenses
General and
adm nistrative
I nterest on
| ong-term debt
Gain on sale of
Sudan operations
St ock based
conmpensati on
Currency
transl ation
Total non-segnent ed
expenses

Capital expenditures



Expl orati on
Devel opnent

19

Expl oration and
devel opnent
Property
acqui sitions
Proceeds on
di spositions
O her
non- segnent ed

98 55
135 92
233 147

Net capit al
expendi tures (4)

Property, plant
and equi pnent
Goodwi | |

O her

Segnment ed assets
Non- segnent ed
assets

Total assets (5)

(mllions of
Canadi an dol | ars)

Sout heast Asia (3)

2003

Si x
nmont hs
ended
June 30
2002

J
2003

Revenue
Gross sal es
Royal ti es

Net sal es
Ot her

Total revenue

Segnent ed expenses
Operating
DD&A
Dry hol e
Expl orati on
O her

Total segmented
expenses

Segnent ed i ncone
before taxes

Thr ee

nmont hs
ended

June 30
2003 2002
124 121
35 31
89 90
89 90
20 19
24 21
1 4

3 4

3 4
51 52
38 38

26 34 53
79 183 201
105 217 254
2,474 2,921

40 46

299 387

2,813 3,354

Al geri a

Thr ee Si x
nmont hs nmont hs
ended ended
une 30 June 30
2002 2003 2002
- 21 -

- 11 -

- 10 -

- 10 -

- 3 -

- 4 -

1 - 1

1 7 1
(1) 3 (1)



Non- segnent ed
expenses
General and
adm nistrative
I nterest on
| ong-term debt
Gain on sale of
Sudan operations
St ock based
conpensati on
Currency
transl ation

Tota
non- segnent ed
expenses

| ncone before

t axes
Capital
expendi tures
Expl orati on 18 10 33 14 6 (1) 3 -
Devel opnent 56 45 121 91 4 24 22 41
Expl orati on and
devel opnent 74 55 154 105 10 23 25 41
Property
acqui sitions
Proceeds on
di spositions
O her
non- segnent ed
Net capital
expenditures (4)
Property, plant
and equi pnent 1,033 1,093 219 244
Goodwi | | 113 132 - -
O her 201 205 12 6
Segnent ed assets 1,347 1,430 231 250
Non- segnent ed
assets
Total assets (5)
Sudan O her
Three Si x Three Si x
nont hs nont hs nont hs nont hs
ended ended ended ended
(mllions of June 30 June 30 June 30 June 30



Canadi an dol l ars) 2003 2002 2003 2002

Revenue
Gross sal es - 201 209 360
Royal ti es - 77 97 137

2002 2003

Net sal es - 124 112 223
O her - - (1D -

Total revenue - 124 111 223

Segnent ed

expenses
Operating - 25 18 40
DD&A - 23 19 46
Dry hol e - 7 - 7
Expl orati on - 2 5 4
O her - - - -

Total segment ed
expenses - 57 42 97

Segnment ed i ncone
before taxes - 67 69 126

(19)

(23)

(32)

Non- segnent ed
expenses
General and
adm nistrative
I nterest on
| ong-term debt
Gain on sale of
Sudan operations
St ock based
conpensati on
Currency
transl ation

Tot al
non- segnent ed
expenses

Capi t al

expendi tures
Expl oration - 9 7 14
Devel opnent - 12 (5) 32

Expl orati on and
devel opnent - 21 2 46
Property
acqui sitions
Proceeds on
di spositions
O her
non- segnent ed



Net capital
expenditures (4)

Property, plant

and equi pnent - 772 75 57
Goodwi | | - - - -
O her - 56 18 12
Segnent ed assets - 828 93 69
Non- segnent ed

assets

Total assets (5)

Tot al
Three nont hs Si x nont hs
ended ended
June 30 June 30
(mllions of Canadian dollars) 2003 2002 2003 2002
Revenue
Gross sal es 1,169 1,312 2,812 2,475
Royal ti es 190 219 516 414
Net sal es 979 1,093 2,296 2,061
O her 14 18 37 39
Total revenue 993 1,111 2,333 2,100
Segnment ed expenses
Operating 249 254 543 510
DD&A 329 364 690 723
Dry hole 42 25 114 52
Expl oration 42 41 91 78
O her 27 8 16 56
Total segnmented expenses 689 692 1, 454 1,419
Segnented i nconme before taxes 304 419 879 681
Non- segnent ed expenses
General and adm nistrative 35 35 74 66
Interest on | ong-term debt 32 46 72 84
Gain on sale of Sudan
oper ati ons - - (296) -
St ock based conpensati on 105 - 105 -
Currency translation 14 15 18 18
Total non-segnent ed expenses 186 96 (27) 168
I ncone before taxes 118 323 906 513

Capital expenditures



Expl orati on 165 130 348 308
Devel opnent 327 256 599 640
Expl orati on and devel opnent 492 386 947 948
Property acqui sitions 14 15 398 20
Proceeds on di spositions (4) (8) (14) (12)
Ot her non-segnent ed 13 6 19 12
Net capital expenditures (4) 515 399 1, 350 968
Property, plant and equi pnent 9,168 10, 042
Goodwi | | 444 469
O her 1, 388 1,016
Segnent ed assets 11, 000 11, 527
Non- segnent ed assets 66 67
Total assets (5) 11, 066 11,594

Three nont hs Si X nont hs

ended ended

June 30 June 30

(1) North America 2003 2002 2003 2002
Canada 475 429 1,072 789
us 46 - 99 -
Total revenue 521 429 1,171 789
Canada 4,948 4,848
us 419 107
Property, plant and equi pment (5) 5,367 4, 955

Three nont hs

Si X nont hs

ended ended

June 30 June 30

(2) North Sea 2003 2002 2003 2002
Uni ted Ki ngdom 370 460 841 902
Net her | ands 7 8 17 17
Total revenue 377 468 858 919
Uni ted Ki ngdom 2,435 2,875
Net her | ands 39 46
Property, plant and equi pnent 2,474 2,921



Thr ee nont hs Si X nmont hs

ended ended

June 30 June 30

(3) Sout heast Asia 2003 2002 2003 2002
| ndonesi a 74 77 149 144
Mal aysi a 14 12 26 23
Vi et nam 1 1 7 2
Total revenue 89 90 182 169
| ndonesi a 420 515
Mal aysi a 602 565
Vi et nam 11 13
Property, plant and equi pnent 1,033 1,093

(4) Excluding corporate acquisitions.
(5) Current year represents bal ances as at June 30, prior year
represents bal ances as at Decenber 31.

[T/
9. Contingenci es

Tali sman is being sued by the Presbyterian Church of Sudan and
others under the Alien Tort Clains Act in the United States
District Court for the Southern District of New York. Talisnman's
notion to dismss the lawsuit was denied by the Court in March
2003. I n June 2003, Talisnman's notion for reconsideration or
certification for appeal of the Court's denial of the notion to
dism ss the lawsuit was also denied. In July 2003, Talisman filed
a notion to dismss the lawsuit for |ack of personal jurisdiction
of the Court over Talisman. No decision on this nmotion is
expected until 2004. Talisman is continuing to vigorously defend
itself against this lawsuit.

[T/
Tal i sman Energy I nc.
Product Net backs
Three nont hs ended Si x nont hs ended
June 30 June 30
(C$ - production before royalties) 2003 2002 2003 2002
Nort h Ol and Iiquids ($/bbl)
Aneri ca Sal es price 32.92 32.76 37.87 29. 80
Hedgi ng (gain) 1.26 0.11 2.83 (0.33)
Royal ti es 6. 50 6. 35 7.90 6.12
Operating costs 5. 89 4.64 6.08 5.06



Nat ural gas ($/ncf)
Sal es price

Hedgi ng (gai n)
Royal ti es

Operating costs

Nort h Sea

al

and |iquids ($/bbl)
Sal es price

Hedgi ng (gai n)
Royal ti es

Operating costs

Nat ural gas ($/ncf)
Sal es price

Hedgi ng (gain)
Royal ti es

Operating costs

Sout heast
Asi a(1)

and |iquids ($/bbl)
Sal es price

Hedgi ng (gain)
Royal ti es

Operating costs

Nat ural gas ($/ncf)
Sal es price

Hedgi ng (gain)
Royal ti es

Operating costs

Al geri a

G 1 ($/bbl)

Sal es price
Hedgi ng (gain)
Royal ti es
Operating costs

Gl ($/bbl)

Sal es price
Hedgi ng (gain)
Royal ti es
Operating costs

and |iquids ($/bbl)
Sal es price

Hedgi ng (gain)
Royal ti es



Operating costs 9. 87 7.17

Nat ural gas ($/ncf)
Sal es price 6.

Hedgi ng (gain) 0.10 (0.16)
Royal ti es 1
Operating costs 0

6. 80 3.78
0.18 (0. 25)
1.34 0.64
0. 69 0.61
4.59 2.78

(1) Includes operations in Indonesia and Ml aysi a/ Vi et nam
Net backs do not include synthetic oil or pipeline operations.

Tal i sman Energy I nc.

Additional Information for US Readers

Production net of royalties

Thr ee nont hs ended

June 30
2003 2002
O 1 and liquids (bbls/d)
North America 45, 982 48, 677
North Sea 104, 862 124,183
Sout heast Asia (1) 13,291 14,514
Al geria 1,828 -
Sudan - 37,511
Synthetic oil (Canada) 2,296 2,521
Total oil and liquids 168, 259 227, 406
Nat ural gas (mmcf/d)
North Anerica 657 675
North Sea 90 118
Sout heast Asia (1) 99 88
Total natural gas 846 881
Total nboe/d 309 375

Si X nmont hs ended
June 30
2003 2002

674 666
110 109
92 93
876 868
330 372

(1) Includes operations in Indonesia and Ml aysi a/ Vi et nam

Tal i sman Energy I nc.

Additional Information for US Readers

Product Net backs

Three nont hs ended
June 30
(US$ - production net of royalties) 2003 2002

Nort h Ol and liquids (US$/bbl)

Si x nont hs ended
June 30
2003 2002



Ameri ca Sal es price 23.54 21.08 26. 04 18. 93
Hedgi ng (gai n) 1.13 0. 09 2.46 (0. 26)
Operating costs 5.25 3.71 5.29 4. 04

Nat ural gas (US$/ ncf)
Sal es price 4, 4,

Hedgi ng (gain) 0.12 (0.16) 0. 20 (0. 25)
Operating costs 0 0

North Sea O and liquids (US$/bbl)
Sal es price 25. 24 24. 26 28. 09 22.72
Hedgi ng (gain) 0.10 0. 07 1.35 (0.21)
Operating costs 9. 00 6. 35 9.19 6. 56

Nat ural gas (US$/ ncf)

Sal es price 2.97 1.96 3.17 2.52
Hedgi ng (gain) - - - -
Operating costs 0. 28 0. 37 0. 36 0. 35
2.69 1.59 2.81 2.17
Sout heast O | and |iquids (US$/bbl)
Asi a(l) Sal es price 27.04 24.94 29. 06 22.73
Hedgi ng (gain) 1.55 0.11 3.15 (0.33)
Operating costs 8.90 7.59 9.03 7.38

Nat ural gas (US$/ ncf)

Sal es price 3.61 3.17 3.80 2.81
Hedgi ng (gai n) - - - ,
Operating costs 0. 37 0.33 0.41 0. 30
3.24 2.84 3.39 2.51
Al geri a G| (US$/bbl)
Sal es price 25. 06 - 25. 67 -
Hedgi ng (gain) 1.86 - 3. 66 -
Operating costs 6. 00 - 7.00 -
17. 20 - 15.01 -
Sudan O (US$/bbl)
Sal es price - 23. 57 30. 18 21.01
Hedgi ng (gain) - 0.11 - (0.32)
Operating costs - 4.73 4.78 3.85

Tot al Ol and liquids (US$/bbl)
Conpany Sal es price 24.91 23.50 27.79 21.63
Hedgi ng (gain) 0.52 0. 09 1.68 (0. 25)

Operating costs 7.92 5.59 7.83 5.63



Nat ural gas (US$/ ncf)

Sal es price 4. 30 2.59 4.62 2.41
Hedgi ng (gain) 0. 09 (0.12) 0.15 (0.19)
Operating costs 0.59 0. 47 0. 58 0. 47
3.62 2.24 3.89 2.13

(1) Includes operations in Indonesia and Ml aysi a/ Vi et nam
Net backs do not include synthetic oil or pipeline operations.

Tal i sman Energy Inc.
Consol i dat ed Fi nanci a
Rati os June 30, 2003

1Tl

The followi ng financial ratios are provided in connection with

t he Conpany's continuous offering of nmediumterm notes pursuant
to the short form prospectus dated March 27, 2002 and a
prospectus suppl enment dated March 28, 2002, and are based on the
corporation's consolidated financial statenents that are prepared
in accordance with accounting principles generally accepted in
Canada

The asset coverage ratios are calculated as at June 30, 2003. The
interest coverage ratios are for the 12 nonth period then ended.

| T/
Preferred Preferred
Securities Securities
as equity (5) as debt (6)
I nterest coverage (tines)
I ncome (1) 9.71 7.71
Cash flow (2) 21.04 16. 70
Asset coverage (times)
Before deduction of future income taxes

and deferred credits (3) 4. 37 3.71
After deduction of future incone taxes

and deferred credits (4) 3.12 2.65
[T/

(1) Net incone plus inconme taxes and interest expense; divided by
the sum of interest expense and capitalized interest.

(2) Cash flow plus current inconme taxes and interest expense;
di vided by the sum of interest expense and capitalized interest.

(3) Total assets minus current liabilities; divided by |ong-term
debt .

(4) Total assets minus current liabilities and | ong-term
liabilities excluding |long-term debt; divided by |ong-term debt.



(5) The Conmpany's preferred securities are classified as equity
and the related charges have been excluded frominterest expense.

(6) Reflects adjusted ratios, had the preferred securities been
treated as debt and the rel ated charges been included in interest
expense.
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Tal i sman Energy Inc.

David Mann, Senior Manager,

I nvestor Rel ations & Corporate Conmmuni cations
(403) 237-1196

(403) 237-1210 (FAX)

Emai | : tim@talisman-energy.com

Websi te: www.talisman-energy.com



