|4
-
-
The §f° - Conferencg and Exhibition ] ] — 4
China Sourcing Summit On Petroleum Equipment ==
cssope 2013 21-22 May Beijing —

Optimal Supply Chain Management: The Global Supply Opportunity

Speech to CSSOPE in Beijing
May 22t 2013

Www.bostonstrategies.com

BOSTON STRATEGIES INTERNATIONAL
+1 781 250 8150

Global growth. Guaranteed.

Basra e Beijing e Bogota e Boston ¢ Dammam e Doha e Dubai e Lagos e London e Manama e New Delhi e Portland eWashington DC

This report has been prepared by Boston Strategies International at the request of CLIENT for the purpose of establishing its operating strategies. It may not be appropriate for other purposes or audiences. This report contains forward-looking statements and
projections with respect to anticipated future performance of CLIENT, suppliers, customers, and/or general or specific economic conditions and factors that are based on Boston Strategies International’s analysis of market trends and external data. Forward-looking

statements and projections are not guarantees of future performance and involve significant business, economic and competitive risks, contingencies and uncertainties, which are difficult to predict. Accordingly, these projections and forward-looking statements may
not be realized and actual results may vary up or down. This report may not be reproduced or distributed without express written approval from Boston Strategies International.



Who is BSI?

 Specialty consulting firm

 Procurement for oil, gas, and power generation industries
» Strategic, long-term supply management issues

* Deep economic analysis

 Offices in USA, Europe, Middle East, Africa, and Asia
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in Oil, Gas, and Power Generation
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Chinese Suppliers are Gaining Ground in World Rankings. However, Some Western
Operators and OEMs Moving Faster Than Others to Develop a Chinese Supply Base

« Operators: breaking down longstanding perceptions will take time.
*  OEMs: component supply is being increasingly outsourced (‘invisible offshoring”).
« Service Providers: rapidly getting qualified for domestic work, some exporting.

Billions
of SUS
per Quarter

Capacity by Region for a Representative Equipment Type
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Western Suppliers Expectations are Increasing; Superlative
Performance is Required of Strategic Suppliers

Strategic/Partner Supplier

« Lowest price in the world

« Frequent new product cycle and technology offering
 Consulting and support

« Long-term agreement based on stable price and quality
Alliance Supplier

« Lowest price among peers

« Proven guality and stable price (over many years)
 Superior quality (adding value to operations)

« TCO value (services, ‘smart’ technologies,
performance-based pricing)

Preferred Supplier

« Low price (but not out of range)

 Stable price (over many years)

« Proven guality (working in harsh duty over a long time)
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Low and Stable Cost are Preferred

Comparative Prices of Oil and Gas Equipment

1.8 Fast price growth
triggers fears of supply
1.6 - instability
1.4 -
1.2 - - — North America
South America
1.0 -
Index (North Europe
America = 1.00) 0.8 MENA
' —India
0.6 - Russia
- — China
Low price reinforces
historical perception of 0.2 - Note: The above data, which is indicative
inferior quality only, is available by product and country
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Emerging NOC Capex Boom: a Large Opportunity
for Chinese Suppliers to Attain Global Scale

700 - NOC vs. IOC Capital Expenditure
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Source: Boston Strategies International, Bain, Evaluate Energy
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BSI is Actively Working for Multiple NOCs on Major
Capex Programs, and Needs Qualified Suppliers

* Pumps

» Compressors
« Turbines e seazo0

* Rigs

* Valves

() OGPnetwork

Oil, Gas & Power

e Pressure Vessels % "

« Many other types of
equipment
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Massive Growth Opportunities for Chinese Suppliers

Opportunities

« Continued penetration Market Outlook
INn China
« Growth
 NOC capex contracts :
Strategic partnerships * International
. expansion
with Western 10Cs P
« Global
Key Success Factors com petlt_lve
leadership

» Low and stable prices
« TCO value
 Superior quality
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