MATERIAL CHANGE REPORT UNDER

SECURITIESACT (BRITISH COLUMBIA) SECTION 85(1) FORM 27
SECURITIESACT (ALBERTA) SECTION 146(1) FORM 27
THE SECURITIES ACT (SASKATCHEWAN) SECTION 84(1) FORM 25
THE SECURITIESACT (MANITOBA)
SECURITIES ACT (ONTARIO) SECTION 75(2) FORM 27
SECURITIES ACT (QUEBEC) SECTION 73
THE SECURITIES ACT (NEWFOUNDLAND) SECTION 76(2) FORM 26
SECURITIES ACT (NOVA SCOTIA) SECTION 81(2) FORM 27
SECURITY FRAUDS PREVENTION ACT (NEW BRUNSWICK)
SECURITIES ACT (PRINCE EDWARD ISLAND)

1. Reporting I ssuer:

Nexen Inc. (“Nexen”)
801-7" Avenue S.W.
Cagary, Alberta
T2P 3P7

2. Date of Material Change:

February 3, 2004

3. Press Release:

Media Release issued on Canada NewsWire on February 3, 2004.

4. Summary of Material Change:

Following Nexen's annual reserve evaluation, Nexen reduced the estimate of its proved
reserves by 67 million barrels of oil equivalent (“boe’). This is 8% of Nexen's total
world-wide reserves and includes a reduction of 60 million boe to Nexen’'s conventional
proved reserves in Canada. The Canadian revisions are expected to result in a non-cash,
after-tax impairment charge of approximately $175 million ($1.40 per share) in the fourth
quarter of 2003. Over 80% of this charge relates to conventional heavy oil reserves.
Nexen's future depletion rate in Canada is expected to decrease by approximately 5% as
aresult of this charge.

5. Full Description of Material Change:

See the attached Media Release.

6. Reliance on Section 146(2) of the Securities Act (Alberta) or Equivalent Sections:

N/A
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7. Omitted Information:
No information has been omitted.
8. Senior Officers:

Kevin Finn, Vice President Investor Relations and Corporate Communications of Nexen
Inc., may be reached at 403.699.5166.

9. Statement of Senior Officer:

The foregoing accurately discloses the material change referred to in this report.

This statement is made in the City of Calgary, in the
Province of Albertaasof February 3, 2004.

"J.B. McWilliams"
J.B. McWilliams
Senior Vice-President & General Counsel
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MEDIA RELEASE

For immediate release

Nexen Announces Year-end Reserves

Calgary, Alberta, February 3, 2004 — Nexen Inc. added 111 million equivaent barrels (boe) of proved reserves
before revisionsin 2003. These additions replaced 113% of our production of 98 million boe, at finding and
development costs of $11.64 per boe. Significant proved reserves were added in the U.S. Gulf of Mexico, Yemen
and Syncrude. On a proved plus probable basis before revisions, we replaced almost 500% of our production,
adding significant new probable reserves for our Long Lake Synthetic Crude Oil project in Canada and for
discoveriesin Yemen and offshore West Africa.

Following our annual evaluation, we reduced the estimate of our proved reserves by 67 million boe. Thisis 8% of
our total world-wide reserves and includes a reduction of 60 million boe to our conventional proved reservesin
Canada. The Canadian revisions are expected to result in a non-cash, after-tax impairment charge of approximately
$175 million ($1.40 per share) in the fourth quarter of 2003. Over 80% of this charge relates to conventional heavy
oil reserves. Our future depletion rate in Canada is expected to decrease by approximately 5% as a result of this
charge. A detailed analysis of the change in our reservesisincluded later in this release.

We use the successful efforts method to account for our oil and gas operations. This method is more conservative
than full-cost accounting as impairment is determined at the property level rather than the country level. At the
country level, no impairment charge would have been required. The future estimated cash flow from our total
conventional Canadian assets is approximately 2.5 times their related carrying value.

After revisions, our company-wide cost to find and develop proved reserves was $29.34 per boe in 2003, and our
reserve replacement cost was $29.92 per boe. Over the past five years, our reserve replacement cost after revisions
has averaged $9.06 per boe.

“These revisions have no impact on our production guidance for 2004,” said Charlie Fischer, Nexen's President
and Chief Executive Officer. “Our Canadian conventional assets have significant remaining economic vaue and we
will continue to manage them to maximize that value.”

Reserves Summary

Our proved reserves are estimated according to U.S. Securities and Exchange Commission guidelines based upon
year-end constant prices. Our long-term practice has been to internally evaluate al of our reserves and to have at
least 80% of our proved reserves audited by independent qualified consultants each year. Our reserves are also
reviewed and approved by our Board of Directors.

“Our strategy isto build our position in new basins where we have significant room for long-term growth,” said
Fischer. “The majority of our reserve additions are in these new areas where the returns from investment are
significantly better.”



Other

Yemen Canada Canada us us Intl Synthetic  Syncrude Total
mmboe Oil Oil Gas Oil Gas Oil Oil Oil mmboe
PROVED RESERVES*

Dec 31, 2002 183 189 103 65 55 10 2 264 871

Extensions and Discoveries 63 12 4 2 3 1 - 26 111

Acquisitions - - - 20 4 - - - 24

Dispositions - (28) (€] - @ - - - (30)
Production (43) (17) (10) (10) 9) (4 - (5) (98)
Revisions (11) (42) (18) (2) (1) 4 3 - (67)
Dec 31, 2003 192 114 78 75 51 11 5 285 811

PROBABLE RESERVES *?

Dec 31, 2002 98 50 12 14 15 12 15 117 333

Extensions and Discoveries 20 - 1 - 1 60 313 (26) 369

Acquisitions - - 8 2 - - - 10

Dispositions - 5) - - - - - - 5)
Revisions (23) 7) 1 1) (6) (8) - (6) (50)
Dec 31, 2003 95 38 14 21 12 64 328 85 657

PROVED + PROBABLE

RESERVES *?

Dec 31, 2002 281 239 115 79 70 22 17 381 1,204

Extensions and Discoveries 83 12 5 2 4 61 313 - 480

Acquisitions - - - 28 6 - - 34

Dispositions - (33) (€N} - (€] - - - (35
Production (43) (17) (10) (10) 9) (4) - (5) (98)
Revisions (34) (49) (17) 3) 7 (4 3 (6) (117)
Dec 31, 2003 287 152 92 96 63 75 333 370 1,468

t Reserves represent our working interest before royalties at year-end constant pricing. In prior years, reserves were stated using forecast prices. Gasis

converted to equivalent oil at a6:1 ratio.

2 Probable reserves are determined according to SPE/WPC definitions.

Transitioning for Growth

Our oil and gas capital investment totaled approximately $1.45 billion in 2003. We continue to invest a significant
portion of our capital in multi-year, long-cycle-time projects as we transition out of maturing conventional North
American basins and build positions in the deep-water Gulf of Mexico, the Middle East, offshore West Africa and
in the Athabasca oil sands.

We sold proved reserves in Canada and acquired proved reserves in the Gulf of Mexico in 2003. We sold 29
million boe of proved conventiona oil reservesin Southeast Saskatchewan for $268 million. In contrast, at Aspen
in the deep-water Gulf of Mexico, we invested $164 million to acquire 24 million boe of proved reserves. The
barrels we acquired have margins that are twice our corporate average. “ These transactions added real value for
shareholders without significantly affecting our overall production or reserves,” said Fischer. “Including
acquisitions and dispositions, our proved reserve replacement cost, before revisions, was $11.02 per boe in 2003.”

In 2003, our near-term capital investment was directed to areas that generate strong full-cycle returns.
Approximately one-half of our proved reserve additions were in our international division, where our proved finding
and development costs after revisions averaged $6.60 per barrel. Successful ongoing development of the Masila
fields and the discoveries on Block 51 added 63 million barrels of new proved reserves. We are developing the
Tammum discovery and will add between 20,000 and 25,000 barrels per day of new production in 2005. We have
an 87.5% working interest in Block 51.



In the Gulf of Mexico, we expanded our interest in our deep-water Aspen project, completed the deep-water
Gunnison development project and maintained productivity from our shallow-water assets. In March, we acquired
the remaining 40% interest in the Aspen field, adding 24 million boe of proved reserves. Gunnison was completed
on budget and on schedule, coming on stream in December. It is currently producing 36 million cubic feet of natural
gas and 1,000 barrels of oil per day, net to Nexen, from three of the ten development wells. Production will increase
throughout 2004 as the remaining wells are brought on-stream. Full-cycle reserve replacement costs at Aspen and
Gunnison are expected to be $8.50 per boe and $10.50 per boe, respectively. Our one-year proved reserve
replacement cost, after revisions, in the Gulf was $21.62 per boe in 2003. This largely reflects the difference in
timing between reserve recognition and capital investment in the deep-water.

At Syncrude, we added 26 million barrels of proved reserves at $7.38 per boe. These reserves are related to
continued progress of Syncrude's Stage 3 expansion.

Reserve Revisions

The revisionsto our proved reserves were composed of 26 million boe of heavy oil, 22 million boe of light/medium
oil and 19 million boe of natural gas reserves. The following table explains our revisions.

Reduction Future Changein
in Production Economic Regional
Reserve Revisions (mmboe) PUDs Profile Assumptions Totals®
Canada 17) (30) (13) (60)
Yemen (1) - - (1)
Other - 4 - 4
Total (28) (26) (13) (67)

! Prepared using year-end constant prices
The revisions to our Canadian conventiona reserves were as follows:

17 million boe from a reduction of proved undeveloped reserves (PUDSs) based upon drilling results and
geological mapping.

30 million boe from an assessment of the estimated future production profiles of certain properties.

13 million boe from changesin our late field-life economic assumptions. These changes were primarily related
to changes in year-end Canadian dollar prices and our estimates of future operating costs.

“Our conventional oil and gas properties in Canada are continuing to mature and we have been managing our
capital investment accordingly,” said Fischer. “ Over the past few years, we have re-invested less than half of the
cash flow from these assets back into the region.”

Excluding dispositions and revisions, our costs to find and develop our proved conventional reservesin Canada
totaled $13.85 per boe in 2003.

In Y emen, extensions to our Heijah and Tawilafields contributed most of the 31 million barrels of proved reserves
added from the Masila Block. Discoveries on Block 51 contributed 32 million barrels. We reduced our estimate of
the Masila Block’s proved reserves by 11 million barrels, based on drilling results and new geological mapping.

Probable Reserve Additions

Our probable reservesincreased significantly in 2003. At Long Lake, we recognized 313 million barrels of

probable synthetic crude oil reserves. This represents less than 10% of Nexen's estimated total recoverable resource
in the Athabasca region. The full-cycle cost to find and devel op these reserves is expected to average $6.50 per
barrel. We will be seeking approval from our Board of Directors on February 12, 2004, to commence commercial
development of an integrated bitumen production and upgrading facility at Long Lake. Following approval, we
expect to reclassify approximately 200 million barrels of probable reserves to proved reserves.



In Yemen, 20 million barrels of new probable reserves were added as a result of the Block 51 discoveries.

Offshore West Africa has become afocus areafor us over the past few years. Following our successful offshore
drilling program in this region, we recognized 60 million barrels of probable reservesin 2003.

“Our finding and development costs should be much lower in 2004 than they were in 2003,” said Fischer. “Given
the multi-year nature of the projects we are involved in, the cost of our reserves over three to five years better
indicates the success of our strategy.”

Nexen Inc. is an independent, Canadian-based global energy and chemicals company, listed on the Toronto and
New Y ork stock exchanges under the symbol NXY . We are uniquely positioned for growth in the deep-water Gulf
of Mexico, the Athabasca oil sands of Alberta, the Middle East and West Africa. We add value for shareholders
through successful full-cycle oil and gas exploration and devel opment, a growing industrial bleaching chemicals
business, and leadership in ethics, integrity and environmental protection.

For further information contact;

Kevin Finn Grant Dreger

Vice President, Investor Relations Manager, Investor Relations
(403) 699-5166 (403) 699-5273

801 — 7" Ave SW

Calgary, Alberta, Canada T2P 3P7

WWw.nexeninc.com

Conference Call

Presddent and CEO, Charlie Fischer and Executive Vice Presdent and CFO, Marvin Romanow will host a
conference cal to discuss this announcement.

Date: February 4, 2004

Time: 7:00 am. Mountain Time (9:00 am. Eastern Time)

To listen to the conference call, please call one of these two lines:

416-640-4127 (Toronto or International)

800-814-4861 (North American toll-free)

A replay of the call will be available for two weeks starting at 12:00 p.m. Eastern Time, February 4 by calling
(416) 640-1917 passcode 21036800 followed by the pound sign.

A live and on demand webcast of the conference call will be available at www.nexeninc.com.




Forward Looking Statements

Certain statements in this report constitute “forward-looking statements” within the meaning of the United States Private Securities Litigation
Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section 27A of the United States
Securities Act of 1933, as amended. Such statements are generally identifiable by the terminology used such as “intend”, “plan”, “expect”,
“estimate”, “budget”, “outlook” or other similar words.

The forward-looking statements are subject to known and unknown risks and uncertainties and other factors which may cause actual results,
levels of activity and achievements to differ materially from those expressed or implied by such statements. Such factors include, among others:
market prices for oil and gas and chemicals products; the ability to explore, develop, produce and transport crude oil and natural gas to markets;
the results of exploration and development drilling and related activities; foreign-currency exchange rates, economic conditions in the countries and
regions where Nexen carries on business; actions by governmental authorities including increases in taxes, changes in environmental and other
laws and regulations; renegotiations of contracts; and political uncertainty, including actions by insurgent or other armed groups or other conflict.
The impact of any one factor on a particular forward-looking statement is not determinable with certainty as such factors are interdependent upon
other factors, and management'’s course of action would depend on its assessment of the future considering all information then available. Any
statements as to possible commerciality, development plans, capacity expansions, drilling of new wells, ultimate recoverability of reserves, future
production rates, cash flows and changes in any of the foregoing are forward-looking statements.

Although we believe that the expectations conveyed by the forward-looking statements are reasonable based on information available to us on the
date such forward-looking statements were made, no assurances can be given as to future results, levels of activity and achievements. Readers
should also refer to items 7 and 7A in our 2002 Annual Report on Form 10-K for a discussion of the factors.

Cautionary Note to U.S. Investors — The United States Securities and Exchange Commission (SEC) permits oil and gas companies, in their
filings with the SEC, to discuss only proved reserves that a company has demonstrated by actual production or conclusive formation tests to be
economically and legally producible under existing economic and operating conditions. In this press release, we may refer to “recoverable
reserves”, “probable reserves” and “resource” which are inherently more uncertain than proved reserves. These terms are not used in our filings
with the SEC. Please refer to our Annual Report on Form 10-K available from us or the SEC for further reserve disclosure.

Cautionary Note to Canadian Investors: Nexen is a U.S. Securities and Exchange Commission (SEC) Registrant. We follow SEC requirements
in our securities regulatory disclosures, including the Form 10-K and other related forms. We have received an exemption from the Canadian
securities regulatory authorities (CSA) to continue our oil and gas activities and reserves disclosure using SEC requirements instead of Canadian
disclosure requirements under National Instrument 51-101 (NI 51-101), The Standards of Disclosure for Oil and Gas Activities. SEC reserves
disclosure differs from the corresponding information if it were prepared using NI 51-101.

Our probable reserves disclosure applies the Society of Petroleum Engineers/World Petroleum Council (SPE/WPC) definition for probable
reserves. The Canadian Oil and Gas Evaluation Handbook states there should not be a significant difference in estimated probable reserve
quantities using the SPE/WPC definition versus NI 51-101.

In this press release, we refer to oil and gas in common units called barrel of oil equivalent (boe). A boe is derived by converting six thousand cubic
feet of gas to one barrel of oil (6mcf:1bbl). This conversion may be misleading, particularly if used in isolation, since the 6mcf:1bbl ratio is based on
an energy equivalency at the burner tip and does not represent the value equivalency at the well head.

Please read the “Special Note to Canadian Investors” on our web site for a summary of the exemption granted by the CSA and the major
differences between SEC requirements and NI 51-101. The summary is not intended to be all-inclusive nor to convey specific advice. Reserve
estimation is highly technical and requires professional collaboration and judgement. The differences between SEC requirements and NI 51-101
may be material.



