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Good morning, ladies and gentlemen!
Welcome to the COSL 2019 Strategic Guidance.




Disclaimer 

The information contained in this presentation is intended solely for your personal 

reference. In addition, such information contains projections and forward-looking 

statements that reflect the Company’s current views with respect to future events 

and financial performance. These views are based on assumptions subject to 

various risks. No assurance can be given that future events will occur, that 

projections will be achieved, or that the Company’s assumptions are correct. 

Actual results may differ materially from those projected. Past track record 

cannot be used as guidance for future performances. 
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Before we start, please take note of our disclaimer for the materials included in this presentation.





Industrial Recovery 

Gradual increase in oil prices Huge cost reduction for  oil and gas E&P 

Source: IHS Report, data as of 6 December 2018 Source: IHS Report 

Constant increase in CAPEX of 
global upstream E&P 

YOY increase in CAPEX of  
global upstream oil and gas companies 

Source: IHS Report, data as of 6 December 2018 Source: Bloomberg, data as of 4 January 2019 3 
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First, let's take a look at the overall development of the oil and gas industry. International oil prices, which have experienced turbulence in 2018, have gradually recovered, resulting in a huge cost reduction for oil and gas exploration and development globally.
According to the IHS report, upstream E&P CAPEX is expected to increase continuously by 16% in 2019 as compared to 2018.
Growth in oil prices and reduction in costs per barrel of oil will continue to drive oil and gas companies to increase CAPEX. According to the latest statistics from Bloomberg, CAPEX of large oil and gas companies will rise year on year.




Domestic Opportunities 
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Source: Barclays Report 

China's energy consumption structure Three major oil companies investment  

Source: National Bureau of Statistics 
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Second, let's look at the domestic E&P environment. As we can see, oil and gas continue to make up a large proportion of China's energy consumption structure, while the proportion of clean energy and new energy will increase.
According to the National Bureau of Statistics, China's dependence on imported crude oil is nearly 70%. In 2019, China will increase E&P activities to ensure energy safety. Three major oil companies in China have decided to accord priority to E&P in China, increase investment in E&P of oil and gas, and also increase oil and gas reserves and boost production.
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Source: CNOOC Limited 

CNOOC's domestic exploration CAPEX increasing CNOOC's key projects  in 2019 

Source: CNOOC Limited 

In 2019, CNOOC's CAPEX is expected to increase by 11%~27% compared with 2018E  
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We all know that CNOOC is an important client to us. According to the release data, in 2019, CNOOC's CAPEX is expected to increase by 11%~27% compared with 2018E. The CAPEX of CNOOC in China will substantially increase in 2019. 
CNOOC will enhance its efforts on exploration, also, the domestic exploration will account for a high proportion of the total investment. In the meanwhile, CNOOC will actively comply with the low-carbon development trend in global energy industry and explore the offshore wind power industry.
Benefit from this, COSL's domestic workload in 2019 will show different degrees of increase.




Drilling rigs utilization rate: outperform Global drilling rig day rate: hover at low level 

Vessels utilization rate: outperform Seismic vessels utilization rate: outperform 

Source: IHS Report, data as of December 2018 

Source: IHS Report, data as of December 2018 Source: IHS Report, data as of October 2018 

Source: Clarksons Report, data as of November 2018 

COSL Actively respond to Challenges 
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 COSL 3Q 2018 

COSL 3Q 2018 

COSL  
3Q  2018 
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Let's move on to the performance of COSL's amid industrial transformation. With increased number of tender and bidding activities, utilization rate of drilling rigs also improved gradually. However, oversupply of production capacity still exists in the medium and short terms, day rates are unlikely to see a rise in the near term.
As the above graphs show, the utilization rates of the COSL's drilling rigs, vessels and seismic vessels for the first three quarters of 2018 were better than those of international rivals.
According to the current domestic and international orders on hand, workload of drilling segment and well services segment will increase significantly. Workload of the geophysical and surveying services segment will increase steadily while that of marine support services segment will be basically the same as that of last year.



Industrial Reorganization and Consolidation 

7 Source: Bloomberg and relevant news reports 
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This slide shows how the industry was consolidated. Amid intense market competition, despite the rebound of oil prices in 2018, M&A or restructuring was still a common thing and overall competition landscape also underwent some changes.
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Source: companies reports 
Benchmarking companies: Baker Hughes , Halliburton, Schlumberger, Weatherford, Transocean, Ensco, Noble, Diamond Offshore Drilling, 
Rowan  

3Q18 Results of International Companies 
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As said, the competition landscape of the industry is changing. According to the first three quarters financial data of 2018, COSL delivered better operational performance than its peers around the globe. 




2019 

Development Direction for 2019 
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To pursue technological and international development,  
COSL will leverage on the synergies and cost advantages. 
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energy fields 

i 

Projects secured 

1H2018 2018E 2019E 

Overseas Domestic 

N
ote: it is a schem

atic diagram
 

演示者
演示文稿备注
COSL will continue to adhere to major two strategies of technological and international development, and the revenue contribution of the technology segment is expected to further increase. COSL will strengthen the provision of traditional offshore oil and gas services, through technological research and development, improving the application of its own technology in offshore oil and gas and unconventional energy exploration and exploring opportunities for clean and renewable energy.
According to the current domestic and international orders on hand, the workload in 2019 will increase year-on-year.
I will explain the company's development directions from different dimensions.
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Increase in Production Capacity of Equipment 
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In the medium and long term, the operation ability of the equipment segment and the development advantage of the technology segment will help lay a foundation for the company to pursue technological development and international development.
First, the development prospect of the equipment segment. To meet China's policy requirement and the market demand, which specifies the need to increase E&P, COSL will increase the production capacity of its equipment in 2019. 
Marine support services segment will be basically the same as that of last year. Workload of the geophysical and surveying services segment remains stable year on year, among which the workload of submarine cable operation will increase.



Corporate Development Backlog 

11 Source: Company's annual report and Spears Report, data as of 2017 
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For the development of the technology segment, technological development is particularly important if the company aspires to achieve sustainable development in the long terms. We have extensive experience and a good track record in the provision of wireline logging and directional drilling services, and our cementing and LWD technologies enjoy a higher market share. With the increase in the demand for integrated oilfield services, equipment and technology solutions, COSL is capable of providing clients with oilfield services at different stages.
COSL technology and equipment segments are on the rise in their share of the global oilfield services market.





Acceleration of Technological Innovation 
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To achieve technological development, COSL will develop new business models to address the needs of clients. By  providing our clients with a complete set of solution that covers the entire industrial chain and integrated oilfield development solutions, we have not only strengthened our capability to offer traditional oil and gas services but also improved the application of our self-developed technology in offshore oil and gas as well as unconventional energy exploration, thereby gradually expanding our market scale.
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Domestic Market Opportunities 

CNOOC to increase exploration 
 and development of oil and gas 
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For the domestic market, pursuant to the national policy, Chinese oil and gas companies such as CNPC, Sinopec and CNOOC will increase oil and gas E&P activities in China and more medium to small-sized oil and gas companies will do the same as well. There will be more project opportunities related to onshore business and wind power in the future.
In this connection, COSL will closely follow the need of our clients in China, seizing the opportunities of industrial development, diversifying the types of service, in order to steadily increase the revenue generated from the domestic market.



Domestic Rig Operation Status 
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Type  Drilling Rig 
2019 

Jan   Feb   Mar  Apr  May Jun  Jul   Aug   Sep  Oct   Nov   Dec   

Jack-up
 

23 Jack-ups Jan   Feb   Mar  Apr  May Jun  Jul   Aug   Sep  Oct   Nov   Dec   

Oriental Dragon                         

Superior                         

Force                         

Sem
i-sub

 

NH2                         

NH5                         

NH6                         

NH7                         

KT4                         

HYSY981                         

HYSY982 

SS A                         

Mob/Demob Operation   Repair Stand-by 

Remarks:  Data up to 10 Jan 2019. Operation status may be changed due to some projects are in the biding stage. 
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This slide illustrates the domestic contract status and situation of 26 jack-up rigs and 8 semi-submersibles operated and managed by COSL as of today. It may change in the future because some contracts are still in the process. We'll keep you posted.



Economies of Scale in Overseas Markets 
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For the overseas markets, to effectively push ahead with its international development, COSL formulated targeted measures according to the needs of clients in each region and the market characteristics.
We will also achieve economies of scale in overseas markets, increase revenue contribution from these markets, speed up serialization and commercialization of technological products, give full play to synergies between and cost advantage of segments, and enhance the scale of European, African and Middle East markets, so as to provide more opportunities for the company to acquire exploration, development and production services contracts.
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Key Overseas Markets for 2019 

 Hold high the development strategy of 
“Belt and Road” Initiative and increase 
the revenue share in the region. 

 Establish footholds in Africa through 
Uganda project and Cameroon project, and 
increase revenue from Africa. 

 Actively identify business opportunities and 
increase leasing rate of semi-submersibles; 

 Focus on general services projects, enhance 
integrated services, enter the high-end 
market. 

 Closely follows market opportunities in Iraq 
and other projects; 

 Step up market expansion and strive to 
introduce more rigs to market. 

Europe 

Middle 
East 

Africa 
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We will take a look at the key markets in 2019: Middle East, Africa and Europe.
In Middle East, Iraq will be one of the key markets in 2019. COSL will closely follow the market opportunities in Iraq and other projects. COSL will also step up market expansion and strive to introduce more rigs to market. 
In Africa, COSL will establish footholds in both East Africa and West Africa through Uganda project and Cameroon project, and increase revenue from Africa.
In Europe, COSL will identify business opportunities and increase the leasing rate of semi-submersibles. COSL will also focus on general services projects, enhance COSL's competence in the provision of integrated services, and bring well services segment to the high-end market.
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Type  Drilling Rig  
2019 
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Overseas Rig Operation Status 

Mob/Demob Operation   Repair Stand-by 

Remarks:  Data up to 10 Jan 2019. Operation status may be changed due to some projects are in the biding stage. 
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Here is the operation status of our rigs in the overseas market and situation of 10 jack-up rigs and 7 semi-submersibles operated and managed by COSL. It may change in the future because some contracts are still in the process. We'll keep you posted.



Technological Assurance 
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Low oil prices have driven COSL to create more commercial values through the application and promotion of its self-developed technological achievement. The adoption of a series of measures has effectively lowered the costs of clients and encouraged the development of technology.
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Steady Financial Situation 

Capital Expenditure 

Source: Bloomberg and rating reports 

Focus on cost management in 2019 
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Remarks: long-term unamortized expenses excluded 

2019E 2016 

3.5-4.5b 

2017 

2.5b 

2018E 

2.5b ~3.0b 

Material consumption 

Depreciation 

Subcontracting 

Leasing 

Repair costs 

Other  

 Strict control the cost increase 
caused by the increased workload 

 Structural cost reduction 
• Institutional reform 
• Management process optimization 
• Boosting labor productivity 

Companies Middy's S&P Fitch 

4 m
ajo

rs o
il co

m
p

anies 

Schlumberger A1 （Stable） AA-（Neg.） - 

Halliburton Baa1（Stable） A-（Stable） - 

Baker Hughes A3（Stable） A- (Stable) - 

Weatherford B3（Neg.） B-（Neg.） CCC 

COSL Baa1（Stable） BBB（Positive） A（Stable） 

O
ffsho

re d
rilling

 

Diamond Ba2（Neg.） B（Neg.） - 

Ensco B2（Neg.） B-（Neg.） - 

Noble Caa1（Stable） BBB（Stable） BBB-（Stable） 

Rowan B3（Neg.） B（Neg.） - 

Transocean B3（Neg.） B-（Neg.） B+（Neg.） 

Seadrill B1（Stable） CCC+（Stable） - 
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Core Competitiveness 

Enhanced Industrial Market Share 

New Competitive Framework 

• Massive investment expenditure on 
oil and gas industry 

• Slow recovery at industry level 

New Operation Model 

• Optimize growth dimensions 
• Restructure Asset structure 
• Leading in Prudent cost 

management 
• Implement differentiated 

and diversified development 

New Emerging Markets 

• Domestic + International 
Focus on domestic market 
+ expand global footprint 

• Offshore + Onshore 
Expansion of the offshore 
market  + seizing for 
onshore business 
opportunities 

• Traditional Needs +  Elevated 
Service 
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Along with higher investment in oil and gas, and emergence of new competitive framework, COSL will expand market share though applications of new business models and the development of overseas markets. COSL will further accelerate the pace of internationalization, technology industrialization and serialization. We will continually materialize self-transformation to boost market share.
Thank you for your consistent supports.
On behalf of COSL's management, I wish you a happy Chinese new year. 
Here comes to the end of my presentation. Questions are welcomed, thank you.
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