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EXECUTIVE ~ SUMMARY

Since the beginning of this year, the continuous reduction of OPEC ‘s
output and intense situation in Middle East have led to the oil price up at
least a quarter. Benchmark oil price of standard crude oil in international
market rises from less than 20 dollars per barrel in January. to more than
25 dollars at the beginning of July.

In the first half of this year, the petroleum demand amounts in USA are
steady compared with the situation one year ago roughly. The demand
amounts in June rise 0.4% compared with the same period in 2001, up to
19,600,000 barrels per day. When the demand amounts of other oil
products such as gasoline, liquid gas and naphtha are up, the demand
amounts of middle cut oil and fuel oil is down. To accommodate the
decreasing demands, the world petroleum supplies in the first half year
are also reduced. However, the decreasing parts are all from OPEC,
OPEC are losing the market shares. In the second quarter, while OPEC’s
daily output decreases from 27,000,000 barrels to 24,700,000 barrels
compared with the same period in 2001, the supply amounts not from
OPEC increase from 46,100,000 barrels to 47,700,000 barrels.

In the first half year, on the premise of overall control, the output and
processing amounts of domestic crude oil keep balance normally. The
yield of crude oil increases smoothly and the product structure is
adjusted according to the market demands in the aspect of the crude oil’s
processing. The yield of kerosene and diesel oil is up and the proportion
of diesel oil is increased constantly. The yield of crude oil in the first half
year is 84,454,700 tons, up 2% compared with the same period last year.
The processing amounts of crude oil achieve 107,000,000 tons, up
0.98% compared with the same period and the overall amounts of
gasoline, kerosene and diesel oil are 62,841,000 tons, up 1.3% compared
with the same period. It is seen from the variety that the yield of
kerosene and diesel increases and the yield of gasoline decreases. In the
first half year, the yield of kerosene is 4,031,000 tons and the yield of
diesel oil is 38,091,000 tons, up 3.4% and 3.6% compared with the same
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period respectively, and the yield of gasoline is 20,719,000 tons, down
3% compared with the same period, and the yield of natural gas is
16,202,000,000 m®, up 10.48% compared with the same period. It is seen
from different corporations that the three large corporations’ output of
crude oil accounts for 97% of national yield, among which CNPC
accounts for 63.6% and SINOPEC accounts for 22.3% and CNOOC
accounts for 11.3%. Processing amounts of crude oil of the two large
corporations account for 90% of national processing amounts, among
which CNPC accounts for 40.0% and SINOPEC accounts for 50.0%.
Analyzing according to the statistic documents from the customs head
office, in the first half year, national cumulative import amounts of crude
oil is 32,990,000 tons, up 3.1% compared with the same period, and
cumulative export amounts of crude oil is 3,080,000 tons, down 24.0%
compared with the same period, and national cumulative import amounts
of product oil is 7,940,000 tons, down 24.3% compared with the same
period, and cumulative export amounts of product oil is 4,250,000 tons,
down 4.5% compared with the same period.

In the aspect of product oil’s price, according to the changes of
international oil price and the adjusting method of product oil, the State
Planning Commission raises the product oil’s price in March, April and
May in the first half year respectively. In the first half year, the average
producer price of gasoline and diesel oil (standard products) is 2487
yuan per ton and 2217yuan per don respectively, down 18.4% and 12.5%.
But the price of gasoline and diesel in June increases 13.56% and
14.87% respectively compared with the beginning of last year.
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International market analysis of oil and natural gas in the

second quarter

OVERVIEW

Since the beginning of this year, the continuous reduction of OPEC
‘s output and intense situation in Middle East have led to the oil
price up at least a quarter. The price of Benchmark oil in Britain’s
North sea of international standard crude oil rises from less than 20
dollars per barrel in Jan. to more than 25 dollars at the beginning of
July. The escalating strife between Israel and Palestine and worries
on American gasoline supplies in summer made the oil price up to
about 28 dollars per barrel at the beginning of April. The increasing
gasoline storage in USA and OPEC’s production over quota and the
weakness of geopolitics risk made the oil price fluctuate and decline
at the end of the second quarter. In June OPEC decides to continue
the policy of limiting production in the third quarter of seasonal
increase demands, but it can’t let the oil price up. However, average
benchmark oil price in the second quarter is 25.41 dollars per barrel, still up
18.2% compared with the first quarter. The average price in the first half year

is 23.45 dollars per barrel, down 13% compared with the same period.

The world petroleum demands don’t recover in the second quarter and it is
anticipated that there will be obvious increase in the third quarter. OPEC’s
over-production has made the supplies of crude oil balance since the second
quarter. It is seen that the situation isn’t changed obviously in the third quarter
and it is impossible that the oil price goes up to a great degree. The demands
in the fourth quarter will be increase. If OPEC doesn’t increase the output
quotas, the practical yield is also increased, but it is possible that the oil price

is up to the high point since this year due to powerful demands.
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Table 1 Annual average price of benchmark oil price during 1977-2001 and
prediction in 2002

e e | e | megen | i
1977 13.92 1991 20. 05
1978 14. 02 1992 19. 37
1979 31.61 1993 17.07
1980 36. 83 1994 15.98
1981 35.93 1995 17.18
1982 32.97 1996 20. 80
1983 29. b5 1997 19. 30
1984 28. 66 1998 13.11
1985 27.51 1999 18. 25
1986 14. 38 2000 28.98
1987 18. 43 2001 24. 77
1988 14. 96 First half in 2002* 23.45
1989 18. 20 Second half in 2002* 25.00
1990 23.81 Whole year of 2002 * 24. 20

The resource of price document during 1977-1999: BP company, “Annual review of world energy
statistics”. * prediction value.
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Figure 1 Increasing demands of world petroleum and prices during 20 years

MARKET SUPPLIE AND DEMAND

The world petroleum demands don’t recover obviously in the
second quarter and increasing demands at the last half year may be
lower the former expectation. Up to now, it is effective that OPEC
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executes the slight modulation on market supplies. After the output
quota in the first quarter is used in the second quarter, OPEC
decides to sustain and carry out the quotas until the third quarter in
June. OPEC’s serious over-production since the second quarter and
increasing demands less than anticipated practically make OPEC
have no space to augment the yield further. The limiting production
in oil-producing countries controls the growing west storage, which
shows that market supplies meet demands at present from another

aspect.
Demands

In the first half of this year, the petroleum demand amounts in USA
level with one year ago roughly. The demands amount in June is up
to 19,600,000 barrels daily, up 0.4% compared with the same period
in 2001. When the demand amounts of other oil products such as
gasoline, liquid gas and naphtha are up, the demand amounts of
middle cut oil and fuel oil are down. Lower price of natural gas
makes the power factory’s users turn to burn more cheap natural gas
and so the demand amounts of fuel oil decrease 1/3 compared with
June last year. Because the American public are lack of confidence
on the travel safe by air, the demand amounts of aviation kerosene is
down to 1,600,000 barrels from 1,800,000 barrels.

Gasoline is one of main oil products whose demands are increased.
In the first half year gasoline demands amounts is up 2% in USA,
which is because lower retail price and more travel by cars under
mild weather in the first quarter. When it enters into the third quarter,
the world petroleum demands will exceed the level of the same
period last year. According to the prediction from IEA, the global
demand amounts is up to 75,900,000 barrels per day, up 300,000
barrels compared with a year ago; the increasing amplitude is
1,100,000 barrels per day, up to 77,500,000 barrels.
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Table 2 World petroleum supplies and demands prediction of international

energy organization

Unit 10 thousand barrels per day
Project 1Q02 [ 2Q02 [3Q021[4Q021] 2002 | 1Q03 [ 2Q03 [3Q031[4Q031[ 2003
Demands
Economic
cooperation
organization 4790| 4610( 4760 4870 4760 4850 4660 4800( 4930 4810
Non-economi
C cooperation
organization 2820| 2890| 2830| 2890| 2860 2880 2940 2890 2940 2910
Total 7620| 7500 7590| 7750\ 7610| 7730 7600{ 7700| 7870| 7730
Supplies
Non-OPEC 4780| 4770 4780 4820| 4790 4850 4830| 4850 4900 4860
OPEC crude
oil 2500| 2430
OPEC 330 350 350 350 350 360 360 370 370 360
natural gas
OPEC total 2830 2780
Total 7610 7550
g‘é,r'E‘agds forl 2510| 2300| 2460| 2580 2480 2530 2410 2480 2600 2510
Industrial 30
storage amounts )
Balance of total
storage amounts

Source of documents:

IEA, "Monthly Report of Petroleum Market”, July 12, 2002
Supplies

To accommodate the decreasing demands, the world petroleum
supplies are also reduced in the first half year. However, the
decreasing parts are all from OPEC, OPEC are losing the market
shares. In the second quarter, while OPEC’s daily output decreases
from 27,000,000 barrels to 24,700,000 barrels compared with the
same period in 2001, the supply amounts not from OPEC increase
from 46,100,000 barrels to 47,700,000 barrels.
production enlarges the OPEC’s residual yield capacities and some

Decreasing

member states begin to complain that the exploit capacities costing a
lot of capital are in idle for a long time, which leads to more and
more serious over-production. Due to the limiting production by
oil-producing states, it prevents from the excessive increase of west
storage. At the end of the second quarter the storage amounts in
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Europe and USA level with the average storage amounts of last
three years roughly.
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Figure 2 Daily capacities and quotas of OPEC since 2000

Daily output of OPEC’s ten member states increases from
23,220,000 barrels to 23,410,000 barrels. Iraq is the most uncertain
cause in the international petroleum supply market. Due to the
argument on the problem of export price with UN, the daily output
in Irag is down to 1,620,000 barrels from more 2,000,000 barrels
normally. Increase yield of ten member states and decrease yield of
Irag make the OPEC’s output down by 400,000 barrels per day, up
to 24,730,000 barrels and the yield of ten member states from
22,830,000 barrels to 23,190,000 barrels.

Table 3 Oil-producing quotas, daily output and idle capacity of OPEC
Unit:10 thousand per day

Yield Quotas Capacity

Year Year Year
Year 2002 2002 2001 2002 Idle

Zones

. At the

Jun. May Second | First Jan. Sep. end of | Present
quarter | quarter

May
SaudiArabia | 752.0 | 745.0 | 747.3 | 732.0 | 705.3 | 754.1 | 1050.0 | 298.0
Iran 340.0 337.0 337.7 335.7 | 318.6 340. 6 390.0 50.0
Kuwaiti 189.0 187.0 187.7 183.3 174.1 186. 1 220.0 31.0
UAE 198.0 198.0 198.0 195.3 189. 4 202.5 265.0 67.0
Cartel 64.0 64.0 63.3 60.0 56. 2 60. 1 81.0 17.0
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Algeria 84.0 85.0 83.7 78.0 69. 3 74. 1 105.0 21.0
Libya 131.0 | 131.0 | 130.7 | 128.3 | 116.2 | 124.2 150. 0 19.0
Nigeria 193.0 | 190.0 | 192.7 | 195.3 | 178.7 | 191.1 | 220.0 27.0
Indonesia 115.0 | 115.0 | 115.0 | 115.0 | 112.5 | 120.3 125.0 10.0
Venezuela 275.0 | 270.0 | 263.3 | 260.0 | 249.7 | 267.0 | 320.0 45.0
10 member
states 2341.0 | 2322.0 | 2319.3 | 2283.0 | 2170.0 | 2320.1 | 2926.0 | 585.0
Irag™ 162.0 | 177.0 | 154.0 | 227.0 - - 280.0 | 118.0
Total of _ _
OPEC 2503.0 | 2499.0 | 2473.3 | 2510.0 3206.0 | 703.0
Member states of
Mliddle g 1543.0 | 1531.0 | 1534.0 | 1506.3 | 1443.5 | 1543.4 | 2006.0 | 463.0

*The supplies of Iraq according to the U.N. agreement of petroleum exchanging food, not
participating in the agreement of OPEC. ** Not including Irag.

The second quarter is usually the season of stockpiling the
petroleum storage during the slack season of the demands in Europe
and USA. Because weak demand and less gross profit limit the
operating rate of refineries, the increase of petroleum storage in
Europe and USA in the second quarter is up to the minimum since
last October. After the climbing continues three months, petroleum
storage in Europe and USA at the end of June amounts to
2,096,000,000 barrels, up 24,300,000 barrels compared with the end
of March. Among them, crude oil storage amounts reduce 270,000
barrels and product oil storage amounts increase 27,000,000 barrels.
Gasoline storage amounts reduce 6,000,000 barrels, which is from
Europe but America is up. Even so, petroleum storage in Europe and
USA is still 31,200,000 barrels more than the same period last year.
Most of excess parts are crude oil and crude oil storage amounts in
Europe and USA are 29,400,000 barrels more than a year ago and
product oil is only 1,800,000 barrels more.

10
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Figure3 Petroleum storage in USA and EU compared with one year ago

Table 4 Changes of Europe and USA’ petroleum storage since two years

USA (10 thousand barrels) Europe (10 thousand barrels)
Time
Crgde PrO(_juct Gasoline | Cut oil Crl.Jde PrO(_juct Gasoline | Cut oil
oil oil oil oil

Jun.in 2000 | 29380 | 66740 | 20950 | 10600 | 44200 | 60980 | 14740 | 31910
Jul.in2000 | 28570 | 68800 | 20940 | 11270 | 43600 | 63150 | 15070 | 33550
Aug.in 2000 | 28730 | 67410 | 19440 | 11070 | 42640 | 63880 | 14940 | 33840
Sep.in2000 | 27790 | 67990 | 19690 | 11510 | 43250 | 63240 | 15180 | 33660
Oct.in 2000 | 28320 | 66290 | 18700 | 11480 | 41760 | 63620 | 15390 | 33300
Nov.in 2000 | 28640 | 67260 | 19830 | 12000 | 42420 | 64240 | 15370 | 33980
DEC.in 2000 | 28550 | 64240 | 19590 | 11800 | 42260 | 64830 | 15420 | 34290
Jan.in2001 | 29210 | 63890 | 20440 | 11520 | 42000 | 64210 | 15580 | 33640
Feb.in 2001 | 27810 | 63780 | 20340 | 11590 | 42520 | 64810 | 15980 | 33800
Mar. in 2001 | 30680 | 63100 | 19360 | 10490 | 44520 | 62340 | 15210 | 32080
Apr.in2001 | 31850 | 64170 | 19940 | 10290 | 44790 | 63100 | 15770 | 32410
May. in 2001 | 32580 | 68600 | 21270 | 10710 | 43960 | 62270 | 14370 | 32910
Jun.in2001 | 30810 | 71150 | 22070 | 11390 | 42585 | 61910 | 14396 | 32855
Jul.in2001 | 31140 | 70670 | 20930 | 12160 | 43330 | 61500 | 14770 | 32220
Aug.in2001 | 30250 | 69860 | 19470 | 12040 | 43410 | 62570 | 14710 | 32990
Sep.in2001 | 30750 | 71930 | 20450 | 12320 | 43660 | 61450 | 14610 | 32230
Oct.in2001 | 31090 | 71310 | 20730 | 12810 | 43820 | 61830 | 14140 | 32960
Nov.in2001 | 31150 | 71770 | 21210 | 13800 | 42740 | 62100 | 14650 | 32940
Dec.in 2001 | 31040 | 70150 | 20780 | 13960 | 43650 | 62760 | 15240 | 32970
Jan.in2002 | 31920 | 69800 | 21640 | 13730 | 43220 | 63340 | 15500 | 33270
Feb.in 2002 | 32050 | 68090 | 21270 | 13080 | 44012 | 63344 | 15955 | 33945
Mar. in 2002 | 32510 | 67210 | 21180 | 12010 | 44092 | 63331 | 15649 | 34088
Apr.in2002 | 32240 | 68330 | 21310 | 12090 | 44370 | 63270 | 15500 | 34100

11
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May in 2002 32490 | 69990
Jun. in 2002 32000 | 71050

Jun. compared
withtheendof | -510 3840
Mar.

Jun. Compared

with one year 1190 -100
before

Jun. compared

with two years 2620 4310
before

Jun. Compared

with three years | —1200 | -2290
before

Average at the

same period 31130 | 70410

during three years

21590
21600

420

-470

650

-120

21580

12750
12920

910

1530

2320

=330

11747

43566
44333

241

1748

133

-1657

44258

62712
62193

-1138

283

1213

-5577

63553

15122 | 34013
14629 | 34125

-1020 37

233 1270

-111 2215

-1631 | -2775

15132 | 33888

Jun. compared
with average of 870 640
three years

20

1173

75

-1360

-503 237

Note: product oil including naphtha, aviation kerosene and fuel oil beside gasoline and cut oil. Cut
oil including heating oil and diesel oil.
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Figure 4 Storage of petroleum and crude oil price in Europe and USA
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Figure 5 American storage of crude oil, cut oil and gasoline compared with that

of last year

PRICE CHANGE

In the first half year, the changes of oil price in international market
mainly reflect the effects of OPEC’s continuous reducing production

and intense situation in Middle East.
Crude oil

Since the beginning of this year, the decreased storage in West due
to the reduction of OPEC ‘s output, increasing demands brought
about by recovering economy in USA, labor disturbances of
petroleum in Venezuelan as well as worries about petroleum
supplies caused by the confrontation between American and Iran
and the strife between Israel and Palestine, lead to the price up
during continuing four months. After this the oil price decrease
slightly, that Iraq stops his export for a month can’t even prevent the

price down.

April is the month of the highest oil price since “9.11” affair. The oil
price was up to the high point of about 28 dollars at the beginning of
April and Saudi Arabia‘s commitment makes the over-heated oil
price cool that guarantees the supplies. At the beginning of May,
releasing signs of the strife between Israel and Palestine, enlarging
output in Venezuela and increasing storage of crude oil in USA

13
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make the oil price take on a descendant trend. The oil price is down
from about 26 dollars per barrel at the beginning of the month to 24
dollars at the end of the month. In June the oil price fluctuates
among the narrow amplitude of 23.50-25.50 dollars per barrel.
Accountants” playing tricks scandal in  U.S.A.  World
Telecommunication Corporation dealing with 3,800,000,000 dollars
is exposed and causes the global stock market to slump and brings
the hiccup to the oil price, too. On June 27, OPEC decides to sustain
present output quotas constant in the third quarter in order to
support the oil price. In the second quarter Benchmark oil price rises
from 21.50 dollars in the first quarter to 25.41 dollars. However,
average Benchmark oil price in the first half year is still less than
one year ago, down from 26.67 dollars per barrels in the first half
year in 2001 to 23.45 dollars.

Table 5 Monthly average FOB of spot crude oil in international market since one

year
Unit: dollars per barrel
Monrt/r;g:a”e Benchmark | WTI |Dubail Oman | Minas | Daging [TAPIS BLEND| OPEC*
Average in
1999 18.02 19.20 [17.21| 17.05 | 17.00 | 17.49 17.07 18.74
Average in
2000 28. 53 30.24 |26. 15| 26.77 | 26.31 | 28.53 28. 46 29. 46
Average in
2001 24. 89 25.92 (22.86| 22.89 | 22.75 | 24.07 24. 00 25. 33
Second
quarter/01 27. 62 27.95 (25. 13| 26.49 | 25.01 | 28.02 27. 89 28. 36
Third quarter
01 25. 72 26.67 |24. 16| 24.64 | 24.10 | 24.78 24. 99 25. 64
Fourth quarter
101 19. 92 20.37 |18.45| 16.82 | 18.55 | 18.40 18. 32 20. 40
First quarter/02| 21, 50 21.62 (20.10| 18.25 | 20.41 | 20.23 20. 04 21. 27
Second
quarter/02 25. 41 26.24 (24.27| 23.24 | 24.59 | 25.35 25. 37 25. 61
Jun. in 2001 27. 80 27.59 |25. 88| 28.82 | 25.42 | 27.91 27.81 28. 16
Jul. in 2001 25. 85 28.40 |22.51| 24.25 | 22.74 | 25.01 24. 88 27.91
Aug. in 2001 25. 76 27.30 [24.55| 24.60 | 24.36 | 24.85 25. 28 25. 27
Sep. in 2001 26. 15 25.93 (24. 45| 25.06 | 24.35 | 24.41 24. 42 25. 86
Oct. in 2001 21. 46 22.21119.93| 20.64 | 19.94 | 19.17 18.96 21. 59
Nov. in 2001 19.19 19.58 [17.60| 15.09 | 17.69 | 18.25 18.14 20. 08
Dec. in 2001 19. 10 19.34 |17.79| 14.72 | 18.02 | 17.78 17. 86 19. 53

14
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Jan. in 2002 19.92 19.69 |18.40| 15.63 | 18.60 | 18.86 18. 62
Feb. in 2002 20. 32 20.73 [19. 13| 17.72 | 19.44 | 18.90 18. 81
Mar. in 2002 24. 19 24.38122.69| 21.41 | 23.19 | 22.92 22.70
Apr. in 2002 25.92 26.24 (24.27| 23.00 | 24.91 | 25.82 25. 79
May in 2002 25. 68 26.95 (24. 68| 24.00 | 24.72 | 25.60 25. 55
Jun. in 2002 24. 62 25.5323.86| 22.71 | 24.15 | 24.62 24. 77
Averageduring

Jan-Jun. 23. 45 23.93 (22.19| 20.74 | 22.50 | 22.79 22.170
Same period in

2001 26. 97 28.38 |24. 41| 25.05 | 24.17 | 26.54 26. 36
Jan-Jun.atthe

same period -3.51 -4.45 |-2.23| -4.30 | -1.67 | -3.76 -3.65
Fluctuate -13.0 -15.7 |-9.1| -17.2 -6.9 | -14.2 -13.9

20.
20.
23.
25.
25.
24.

23.

27.

—4.

11
16
55
90
97
97

44

64

19

-15.2

WTI is a kind of middle oil in WTI in USA. OPEC’s package price of 7 kinds of crude oil,
including light crude oil in Saudi Arabia, Sahara oil in Algeria, Bonny light oil in Nigeria, Minas

oil in Indonesia, Yismosoil in Mexico(non-OPEC), Deyazuyanain Venezuela.
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Figure 6 Weekly average price of main crude oil in international market

Oil products

In the first half year the trend of the world oil products market is

similar to that of crude oil but fluctuating amplify is slower than

crude oil obviously. In April the global gasoline price increase to the

highest point since ten months, whose background is that gasoline

storage in USA decrease during continuous two months and

Venezuela, one of main supply sources breaks off the export. In

April under the driving of American market, average gasoline price

in Rotterdam and Singapore is up to 252 dollars per ton (about

15
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30.17 dollars/barrel) and 30.11 dollars per barrel respectively, New
York market up to 82.44 cent per gallon (about 34.63 dollars per
barrel). The refineries improve the yield and increase export of
excessive gasoline in Europe to USA make the price decrease by
months.

The diesel oil price is also decrease. In June the average diesel price
in Rotterdam, New York and Singapore market is 27.79 dollars per
barrel, 27.82 dollars and 27.53 dollars respectively. Naphtha price
went up greatly in March and April. Strong rising in petrochemical
products’ price and higher operating rate of the equipments for
producing ethylene impetus the increasing demand of Naphtha. But
in the last months in the second quarter, the price of petrochemical
products’ price falls and low operating rate of ethylene producing
instruments make the Naphtha price down. However, in the second
quarter the Naphtha price in Singapore goes up from 21.62 dollars
per barrel in the first quarter to 24.94 dollars.

Table 6 Monthly average FOB of spot oil products in Singapore market

Unit: dollars per barrel, dollars per dun

Month/Quart

Aviation

Naphtha | Gasoline Diesel 0.3S 180C* | 380C*
er/year kerosene
Average in
1999 19. 55 22. 45 22. 83 20. 44 16. 31 107.08 | 103. 41
Average in
2000 28. 30 32.48 34. 27 32.42 25. 45 158. 25 | 152. 48
Average in
2001 23.79 27.53 28. 33 27. 39 21.84 134.14 | 128.70
Second
quarter/01 25.90 27. 97 30. 11 29. 78 25.19 141.03 | 135.64
Third quarter
/01 23. 30 26. 95 29. 84 28. 82 22. 78 141.94 | 136. 88
Fourth quarter
/01 18. 40 21. 84 23.40 22.90 16. 65 115.46 | 112.15
First quarter
102 21. 62 24, 36 23. 54 23.29 18. 32 119.31 | 117.71
Second
quarter /02 24. 94 29. 46 27.19 28. 38 23. 29 151.39 | 147.30
Jun. in 2001 26. 63 26. 87 30. 86 30. 00 25.34 139.48 | 133.39
Jul. in 2001 24. 38 29. 60 31.89 29. 17 22.45 135.39 | 128.92
Aug.in2001 | 22.92 26. 96 29. 52 28. 70 21. 49 143.29 | 138.45
Sep.in 2001 | 23,94 29. 50 31.19 29. 32 22. 54 150. 54 | 144.29
Oct.in2001 | 19.89 22.17 25. 76 25. 74 18. 28 127.78 | 123.97
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Nov.in 2001 | 17.35 20. 93 22. 44 22.22 15. 82 107.28 | 103.58
Dec.in 2001 | 17.94 22.43 22.01 20. 75 15. 86 111.31 | 108.91
Jan.in 2002 | 18.97 20. 99 22.93 21. 64 16. 63 106.39 | 107. 50
Feb.in 2002 | 20.98 24. 16 22. 54 22.53 17. 49 117.73 | 115.04
Mar. in 2002 | 24.92 27.93 25. 16 25. 69 20. 85 133.83 | 130. 60
Apr.in2002 | 26.11 30. 11 27.27 28. 60 22. 45 148.31 | 144.11
May in 2002 | 24.88 29.73 27.81 28. 71 23. 46 156.21 | 152.20
Jun.in2002 | 23.83 28. 54 26. 49 27.82 23.95 149. 64 | 145.58
Average during
Jan-Jun. 23.28 26.91 25. 37 25. 83 20. 80 135.35 | 132.51
Same periodin
2001 26. 73 30. 65 30. 04 28. 92 23.97 139.58 | 132.88
Jan-Jun.atthe
same period -3.45 -3.74 -4, 67 -3.09 -3.17 -4.23 | -0.38
Fluctuate -12.9 -12.2 -15.5 -10.7 -13.2 -3.0 -0.3

* Note: Octane value of gasoline is 95 without Pb; the sulfur amount of diesel oil is less than 0.5%;
0.3S is a kind of fuel oil with low sulfur; 180 centisthene and 380 centisthene is 180 centistoke
and 380 centistoke high-sulfur fuel oil respectively.

= (Gasoline e KeTosene
50 ———— Naphtha Low-sulfur residue with wax_—

—*— Aviation kerosene

Dollars/barrel
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Figure7 Weekly average price of spot oil products in Singapore market

COMPREHENSIVE ANALYSIS

Compared with a year ago, in the second quarter world petroleum
demands decrease continuously during four quarters and the circle
expects the petroleum demands to recover in the third quarter as
anticipated. However, the stock market slides greatly due to a series
of accounts’ scandals in large corporations recently, which brings
the negative effects on economic growth and the future of petroleum
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demands. IEA is optimistic to the expectation of world demands’
increase next year but the increase demands are almost met by
non-OPEC’s increase production. OPEC makes the oil price higher
hard in international market only to make themselves lose the
market shares in recent two and three years. It is lamentable that the
price is in the target scope but the income is reduced to a great
degree.

THE PREDICTION OF OIL PRICE IN THE SECOND HALF YEAR

OPEC should continue limiting in the third quarter of increase
demand in order to keep the oil price firm. While main non-OPEC
oil-producing states such as Russia and Norway give up the limiting
production, the state of OPEC’s production over quotas continues
and the yield of Iraq increase, which make up the supplies shortage
caused by increase demands seasonally in the third quarter. Except
the reason that increases supplies such as OPEC’s excessive
production, uncertain situation of petroleum demands is also one of

main effects restricting the growth of oil price in the third quarter.

Under the state that the oil price is kept the OPEC’s target scope of
22-28 dollars per barrel, OPEC can perhaps tolerate the member
states’ over quotas production. In order to meet the need of national
budgetary outlays, some vital member states, even including Saudi
Arabia and Venezuela continue over-production. Increase supplies is
balanced by seasonally increase demands and the west storage may
continue sustaining the present moderate level, which means that it
hasn’t fundamental changes on the state that supplies meet demands
roughly in present world petroleum market. For the prediction of oil
price, the circle improves the prediction value of oil price in the
third quarter because OPEC decides to continue limiting production.
According to the predicting investigation from Britain Ages
Corporation, in the third quarter, the average Benchmark oil price
will keep 24 dollars per barrel or more.
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Figure 8 Prediction of Crude oil’s price in the next twelve months (DRI)

Table 7 Increase and prediction of GDP in the Asian-Pacific area country (or

areas) (%)

1996 1997 1998 1999 2000 2001 2002% | 2003*

Singapore 6.9 7.8 1.5 5.4 9.9 -2.0 3.9 5.8
Taiwan 6.1 6.7 4.6 5.4 5.9 -1.9 2.7 3.6
Japanese 3.4 0.2 -0.8 1.4 1.5 -1.3 -0.7 0.3
Hong Kong 4.5 5.0 -5.3 3.0 10.5 0.1 2.1 4.4
Malaysia 10.0 7.5 -7.5 5.8 8.3 0.4 4.5 5.8
Sri Lanka 3.8 6.3 4.7 4.3 6.0 -1.4 3.3 5.3
Thailand 5.9 -1.4 -10.5 4.4 4.6 1.8 3.9 4.0
Korea 6.8 5.0 -6.7 10.9 9.3 3.0 6.4 6.2
Philippines 5.7 5.2 -0.5 3.2 4.0 3.4 3.9 4.1
New Zealand | 3.3 2.0 -0.2 3.5 3.4 2.5 3.4 2.8
Indonesian 7.8 4.6 -13.7 0.2 4.8 3.3 3.7 4.3
Australia ** - 3.7 4.5 5.3 4.3 1.9 3.8 3.5
India*** 7.8 4.8 6.6 6.1 4.0 5.4 5.9 6.1
China 9.6 8.8 7.8 7.1 8.0 7.3 7.6 7.7
Average 6.3 4.7 -1.1 4.7 6.0 1.6 3.9 4.6

*the result of questionnaire investigation from Reuter for finance and consultant institution.
**fiscal year up to June next year. *** fiscal year up to March next year. resource of the
document: Reuter, OECD.

Table 8 DRI Prediction of world petroleum market price in short term

Unit: dollars/barrel

1Q02 | 2Q02 | 3Q02 | 4Q02 | 1Q03 | 2Q03 | 3Q03 | 4Q03 | 2002 | 2003

World average | 20. 07 | 23. 93 | 24.95 | 24. 71 | 24. 70 | 24. 12 | 23. 78 | 23. 21 | 23. 41 | 23. 95

Daily
21.14 | 25.07 | 25.23 | 25. 21 | 25.54 | 24.93 | 24.57 | 23.97 | 24. 16 | 24. 75

Benchmark
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WTI | 21,55 26. 27| 26. 68 | 26.52 | 26.99 | 26. 66| 26. 27| 25. 61 | 25. 26 | 26. 38

Table 9 Predicting investigation results of Benchmark oil price by Argus Ltd in

2002
Unit: dollar per barrel
Investment bank and Third quarter in 2002 Four quarter in 2002
counsel company
Global egsrr]%g/rresearch 96. 00 96. 50
Swiss credit first Boston 23.00 23.00
DBAB 22.00 20. 00
DK PLEMT T 23.00 21.00
W IR SCRS IR 23. 60 20. 25
RIE 26. 40 27.70
Standard Bank 25. 00 22.50
UBS Warburg 24. 00 22. 50
Average predicting 24 13 93,37
results ) ’

Source of the document: English weekly “Global market in Argus”, July 15, 2002

Aviation kerosene is a kind of oil product suffered from the greatest
impact from “9.11” affairs and it is the first time that aviation
kerosene’s demands have took on a decline trend since the World
War Two. This year it is no hope that aviation kerosene’s demands
recover because some long distance scheduled flights cancelled are
not reverted all through. In addition, that world economy can’t be
recovered produces the negative effect on aviation kerosene market.
According to the prediction from IEA, the demands of global
aviation kerosene market will be reduced 4.4% this year compared
with that of 2001. America is the largest aviation kerosene market
and its consuming amounts account for 1/3 of the global amounts. In
the first half year, the demands of aviation kerosene in American
market are down 8.9% and demands of gasoline are up 1.9%, which
will be continued in the second half year.
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Figure9 Changes of price difference among aviation kerosene and diesel oil in
Singapore market in 1992-2002
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Domestic market analysis of oil and natural gas in the

second quarter

OVERVIEW

For the petroleum and petrochemical industries, the year 2002
marks the beginning of a new period. Chinese petroleum and
petrochemical industries will explore and practice the new and
adapting themselves developing mode under the international
current market game rules. The changing pace of domestic market
pattern is accelerated. Foreign companies accelerate to prepare
entering into the Chinese retail and wholesale market. Facing the
aggressive contend from large corporations, two domestic group
corporations CNPC and SINOPEC seek to follow extroverted

developing roads further.

MARKET SUPPLY AND DEMAND

After “9.11” affairs, lower petroleum demands in international
petroleum market have no obvious effects on domestic petroleum
market. In the first quarter the domestic product oil price is still at
high level and the growth trend of market price promotes the buying

demands in the second quarter.
Demands

Traditionally the second quarter is the busy season of domestic
product oil market demands and the consuming amounts of product
oil go up obviously. However, the product oil consuming amounts
such as gasoline, kerosene and diesel oil have no changes between
the first quarter and second quarter this year, which is mainly
because decrease demands at the end of the second quarter
counteract the former marked increase. The change of demands
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emerges the mode of high in the middle and low at the two edges
during the six months in the first half year, which firstly reflects the
growth and decrease of market sales appeared as the up and down of

the price.

Market prediction is enough to dominate the sales agent s’ buying
policy. Domestic product oil price goes up during three months from
March to May, which promotes the market sale. It is anticipated that
the product oil price wasn’t adjusted during June and July, which
makes the sales agents begin adopting the wait-and-see stance. Thus,
this makes the market sale amounts decrease greatly and storage
increase and lead to the demands decrease anti-seasonally in the
second quarter. According to estimated figure from the State
Economic and Trade Committee, apparent consuming amounts of
domestic product oil in the second quarter decrease slightly from
29,250,000 tons in the first quarter to 29,050,000 tons. However,
due to the high demand amounts in the first quarter, the demand
amounts of domestic product oil in the first half year increase 2.4%
compared with the same period in 2001, adding from 56,950,000
tons to 58,340,000 tons.

Ten thousand tons

0
Jan-00

B Gasoline ™ Kerosene " Fuel o0il

Jul-00 Jan-01 Jul-01 Jan-02

Figure 10 Monthly yield of domestic gasoline, diesel oil and fuel oil since 2000

Supply

After the product oil prices continuously rising in March, April, and
May, refinery industries finally make up the deficits and get
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surpluses. Meanwhile, with the seasonal increase of the market
demand, especially because the price markup stimulates purchasing
demand, the crude oil processing amount in May makes the highest
record, from 50.7472 million tons in the first quarter up to 56.2617
million tons in the second quarter. With the prediction that domestic
product oil price will remain unchanged, and that the sales volumes
of domestic oil refineries and sales companies drop sharply, the
increasing stockpile drives SINOPEC and CNPC, the two biggest
corporations to cut their oil processing volumes. After the product
oil stocks of the two biggest corporations sharply increase 14%, the
stocks growth rate in June drops to 1.5% because of production
reducing.

Table10 China’s oil and natural gas output, refinery processing volume, and

main product oil output in the first half year.

Unit: million tons

2nd quarter 1° half 1* half Change
2002 2002 2001 02/01

Oil and natural
gas production
Crude oil 4, 280. 53 8, 445. 47 8, 279. 87 2.0
natural gas
(biIIionma) 78. 00 162. 02 146. 65 10.5
Crude oil
processing 5, 626. 17 10, 711. 92 10, 607. 96 1.0
volume
Gasoline 1, 069. 42 2,071. 87 2, 136. 17 -3.0
Kerosene 215.41 403. 11 389. 85 3.4
Diesel 2, 006. 34 3, 809. 14 3, 677.49 3.6
Lubricating oil 93. 48 177. 37 168. 67 5.2
Fuel oil 444.12 937. 45 973. 37 -3.7
Liquefied
petroleum 298. 48 572. 42 552. 05 3.7
aas(l PG)

Source: National Bureau of Statistics of China

Imports and exports

With the increasing demand of oil products and the enhancement of
refineries processing volume, China’s crude oil imports come back

to grow after last year’s decrease, but the great decrease of oil
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products import lowers the total volume of petroleum imports. From
January to June this year, the imported crude oil, 32.99 million tons,
rises 3.1% in comparison with the same period of last year; the
imported product oil, 7.9557million tons, falls 24.7% in comparison
with the same period of last year, of which fuel oil takes 81%, down
27.74%,. In the first half year, the total import volume is
40.9488million tons, down 3.8% compared with that last year. The
total export volume is 7.3362million tons, down 14.0% compared
with last year. The net oil import in the first half year is
33.6126million tons, down 1.2% compared with last year.

Processing volume, million tonnes
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Figure 11. Comparison of crude oil processing volume and import volume since
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Figure 12 China’s crude oil import volume from 1997 to 2002, based on quarters
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Figure 13 China’s crude oil import sources from 1996 to 2002, based on quarters

The increased part of crude oil import mainly comes outside of
Middle East. The first half year import volume from Norway, Russia,
Kazakhstan and Britain etc European oilfield reaches 4.2382million
tons, up 179% compared with the same period of last year, of which
the import volume from Norway rises to 1.9816million tons, up
257%, the import volume decrease results from OPEC’s four
production reducing, In addition the remaining parts are mainly
heavy and sulfur-containing oil, it narrows the price gap between
light oil and heavy oil. China’s oil import avoids the Middle East
heavy oil as much as possible. The import volume from the

Middle East falls 14.3%, down to 16.1688 million tons.
However, last year, China signed the crude oil import government
contracts with Saudi Arabia and Iran, the import volume from these
two countries respectively increase 18.3% and 3.3%.

Table 11 Exported volume in the first half year

unit; million tons

Export 2" quarter 1* half 1° half Change
destinations 2002 2002 2001 02/01
Japan 81. 07 135.51 195. 03 -30.5
Indonesia 23. 86 45. 36 61. 09 -25.7
South Korea 11. 65 31.62 24. 58 28.6
North Korea 10. 20 25.09 35.21 -28.7
Malaysia 22.23 22.23 6. 82 226. 1
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U.S.A. 6. 05 19. 36 44,72 -56. 7

Singapore N 14. 44 16. 40 -12.0

Australia - 8.13 8.93 -9.0

India - 6.51 6.12 6.3

Thailand - - 6. 86 -
In total 155. 06 308. 24 405. 76 -24.0

Source: Customs General Administration

Table 12 Imported volume of crude oil in the first half year

unit: million tons

2" quarter 1% half 1% half Change
Import sources
2002 2002 2001 02/01

Iran 279. 30 557. 77 540. 10 3.3
Saudi Arabia 282. 66 488. 59 412.91 18.3
Oman 155. 23 360. 97 554. 08 -34.9
Yemen 62. 15 98. 55 145. 44| -32.2
Iraq 13. 40 26. 58 37.21 -28.6
Qatar - 25. 66 78. 54 —-67.3
Kuwait 36. 00 58. 75 73.33 -19.9
The_ United Arab _ _ 44. 96 _
Emirates
Middle East 828. 73 1,616. 88 1, 885. 87 -14.3
Sudan 182. 81 347. 65 231.50 50. 2
Angola 144. 41 157. 37 149. 89 5.0

. _ 82. 17 96. 56 123. 00 -21.5
Equatorial Guinea
Nigeria - 25. 56 45. 04 -43.2
Congo 26. 20 39. 88 26. 13 52.6
Cameroon 11.01 11. 01 46. 71 -76. 4
Gabon - - 14. 70 -
Libya - - 25. 04 -
Africa 446. 60 678. 04 662. 01 2.4
Indonesia 87.95 182. 27 162. 54 12. 1
Vietnam 107. 87 170. 62 207.61 -17.8
Brunei 46. 70 66. 80 33.58 98.9
Australia 31.51 66. 92 15. 56 330.0
Malaysia 48. 13 78. 98 58. 77 34.4
Thailand 5. 66 14. 08 15. 01 -6. 2
Papua New Guinea - - 7. 60 -
Other countries 0. 45 0.90 0.32 182.0
Asia & pacific 328. 27 580. 57 500. 99 15.9
Norway 72. 64 198. 16 55. 50 257.0
Russia 44. 30 84. 72 58. 31 45. 3
Kazakhstan 11.91 32. 04 23.91 34.0
Britain 108. 89 108. 89 - -
Other countries - 0.01 14. 16 -99.9
Europe & west 237.75 423. 82 151. 88 179.0
globe
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In total

\ 1,841. 35 3, 299. 31 3, 200. 75 3.1
Source: Customs General Administration
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Figure 14 China’s crude oil export volume from 1997 to 2002, based on quarters

In the first half year, the product oil import volume doesn’t grow
with China’s entry into WTO. It means that the structure of crude oil
import remains unchanged yet. The gasoline price, which is
formulated with reference to international market prices,
transportation expenses, and tariff, falls about 92yuan/ton due to
gasoline tariff reduction, and reduce the difference between the
domestic wholesale price and Singapore spot price. Of more
importance is that gasoline is a long-line product at home in a long
term, oversupply blocks up import demands. In recent several
months overplus stockpile also inhabits diesel import demands.

Table 13 Product oil and LPG import volume in the first half year

Unit: million tons

2" quarter 1% half 1% half Change
2002 2002 2001 02/01
Product oil import 458. 60 795. 57 1055. 84 -24.7
Automobile gasoline 0.00 0.00 0.01 -58.1
Naphtha 1. 28 7.37 3.52 109. 4
Aviation kerosene 42.03 73.92 93.31 -20. 8
Burning kerosene - - - -
Light diesel 7.46 12. 80 14. 69 -12.9
5-7#fuel oil 335. 81 574. 96 446. 52 28.8
Other fuel oil 37.98 71. 04 447. 21 -84. 1
Lubricating oil 3. 10 5. 65 6. 63 -14. 8
Lubricating base oil 20. 13 35. 18 29. 33 19.9
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LPG import 147. 68 301. 64 214. 04 40.9
Product oil export 241. 84 425. 38 447. 35 -4.9
Automobile gasoline 148. 12 247.03 274. 44 -10.0
Naphtha 27.91 43. 61 34. 64 25.9
Aviation kerosene 30. 69 63. 47 85. 72 -25.9
Burning kerosene 0.01 2.57 - -
Light diesel 17. 32 30. 35 11.73 158. 8
5-T#fuel diesel 7.07 13.55 0. 26 5027. 6
Other fuel oil 8.12 13. 26 18. 87 -29.7
Lubricating oil 1. 18 2.22 2.69 -17.6
Lubricating base oil 0. 58 0. 64 2. 40 -73.3
LPG export 1.91 2. 34 1.01 132.0

Source: Customs General Administration
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Figure 16 Fuel oil import sources change in the first half year

Price decreasing in the international market, import tariff reducing
and domestic ascending clean fuel demands cause LPG import
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volume to increase significantly. The imported LPG includes
liquefied propane, butane and their mixture. Because the import
tariff of propane and butane drop from 6% to 5%, the import volume
of their mixture gas falls from 6% to 3% at the beginning of this
year, it causes that the growth of mixture gas import volume is twice
higher than that of propane and butane. In the first year, our country
imports 3.0164million tons LPG, jump up 40.6% in comparison with
the same period of last year. The revival of the east China LPG
market is the main characteristic of import growth. In the first half
year, the import volume of Guangzhou rises 24%, meanwhile, the
import volume of the east China sharply leaps up 104%, and reaches
937.1 thousand tons. The annual growth rate of domestic LPG
demand approaches 10%, however the domestic yield growth is
only less than 4%, the import demand is ardent. The price falling in
international market creates beneficial condition for imports. The
average import CIF cost per ton in our country falls from $327 in
the same period of last year to $235.

Table 14 LPG import volumes in the first year, based on cities

Provinces or 2 g;;gr ter 1*" half 2002 1" half 2001 | Change,02/01
cities (million tons) (million tons) | (million tons) (%)

Guangdong 96. 59 198. 58 160. 40 23.8
Guangxi 1.01 3.98 3.85 3.4
Hainan 1.77 4. 44 2. 80 58.5
South China 99. 37 207.01 167. 05 23.9
Shanghai 7.57 15. 30 10. 21 49. 8
Jiangsu 13.71 25. 33 14. 06 80. 2
Zhejiang 25. 88 51.59 15. 01 243. 8
Fujian 0.73 1.49 6. 62 -77.5
East China 47. 89 93.71 45. 90 104. 2
Tianjin 0.21 0. 47 0.50 -7.1
Liaoning 0.20 0. 43 0. 60 -28.6
Other Cities - 0.03 0.00 2092. 9
North Chine and 0.41 0.92 1.10 -15.8
In total 147. 68 301. 64 214. 04 40.9

Source: Customs General Administration
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Tablel5 LPG import volume in the first half year, based on sources

2" quarter 1% half 1% half Change
Sources 2002 2002 2001 02/01
(million tons) | (million tons) | (million tons) (%)

Saudi Arabia 33. 34 63. 39 41.09 54.3
The United Arab
Emirates 23.99 48. 23 36. 96 30.5
Kuwait 16. 99 28. 60 1.99 1340.9
Iran 8.81 15. 69 3.69 324. 8
Qatar - 3.04 7. 66 -60. 4
Other countries 0.59 1. 33 1.35 -1.9
Middle east 83.72 160. 28 92.74 72.8
Malaysia 9.10 22. 10 12. 16 81.7
Thailand 10. 41 22. 87 31.83 -28. 1
Australia 9.77 24. 89 10. 66 133.5
Indonesia 7.97 16. 57 10. 78 53.8
South Korea 3.13 9.59 15. 15 -36.7
Taiwan 3.74 8. 52 8.85 -3.8
Singapore 2.65 3.90 6.61 -41.0
New Zealand 0. 38 0. 57 1.94 -70.7
Philippine 0.19 0. 40 2.27 -82.5
Other countries 0. 20 3.06 3.97 -23.0
Asia & Pacific
Region 47. 55 112, 46 104. 22 7.9
Algeria 1. 06 7.46 5.99 24. 7
Nigeria 3.30 7.23 1. 20 502.5
Venezuela 3.81 3.81 - -
Britain - 1.45 5. 64 -74. 2
Norway 1. 04 1.04 - -
U.S.A. 6. 24 6. 24 1. 14 445. 4
Other countries 0.95 1.65 3.12 -47.0
Other regions 16. 40 28.90 17.09 69. 1
Of  which
Propane 26. 13 59. 95 49. 29 21.6
Butane 61. 48 123. 51 92. 77 33.1
Mixture gas 60. 06 118. 17 71.99 64.2

In total 147. 68 301. 64 214. 04 40.9

Source: Customs General Administration
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Figure 17 LPG import volumes of the main cities, based on quarters
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Figure 18 LPG import variation, based on variety
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Figure 19 China’s LPG import volumes from 1999 to 2002, based on months
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PRICE FLUCTUATION

With the ascending trend of international market, the product oil
market price steps out lower valley in the second quarter. However
the product oil price drops in the end of second quarter, the crude oil
price always keeps a rising trend, and swallows a part of gross profit
of refineries. After three months continuous markup of product oil
price since March, and processing volume regulation and joint
pricing of the two biggest corporations, domestic refinery industries

make up the deficits and get surpluses.
Product and crude oil

Due to the price mark-down of the international oil market in the
first quarter, the two biggest corporations, whose profits mainly rely
on their upstream branches, receive bad profits performance, and
expect that product oil prices could be raised, so that the
downstream industries of oil refining and sales make up the deficits
and get surpluses as soon as possible. Because the average prices
variations of Singapore, Rotterdam, and New York surpass 8%,
State development and planning commission decides to raise
gasoline and diesel retail benchmark prices 130yuan per ton since
4th,March. Hereafter, gasoline and diesel retail benchmark prices
are respectively raised 260 and 240yuan in April, in May, up
240yuan.

After three price markup, domestic gasoline and diesel prices
already rise to the level before “9.11 ”. the average retail price of
90# diesel in twenty key cities of our country has been raised from
2885 yuan per ton in February to3628 yuan, up 25.8%, the
average retail price of 0# diesel is raised from 2543 yuan to 3241
yuan, up 27.4%. The endeavor of the two biggest corporation joint
pricing and their production control makes the wholesale price
growth even surpass that of retail prices. The prediction of price
markup and the product oil stockpile decrease also contributes to the
robustious market. From February to May the growths of gasoline
and diesel respectively reach 35.7% and 30.6%. However, in June
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and July the prediction of relatively stable prices brings down
market prices.

Crude oil price is in the rising trend.. In the second quarter, domestic
typical crude oil, Daging oil benchmark price rises from
1151yuan/ton in March to 1367 yuan/ton in April, 1585 yuan/ton in
June. Because of the crude oil price markup in the international
market, the trade agio between the two biggest corporation falls
from the highest value 4lyuan/ton in January, 12 yuan/ton in
February, 16yuan/ton in March to zero. As a result, the pretax
settlement price of Daging oil, which SINOPEC buys from CNPC,
holds the same level as the benchmark price that State development
and planning commission releases. Daqing oil pricing refers to
Minas oil in the Singapore market, The prices of Minas oil in March
and April is $18.72 and $22.23, respectively rises to $25.63 and
$25.76.
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Figure 20 Wholesale price difference of gasoline, diesel and crude oil
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Figure 21 Variation of domestic gasoline wholesale price from 1999 to 2002
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Figure 22 Variation of domestic diesel wholesale price from 1999 to 2002

4500

4000

3500

3000

2500

Yuan/ton

2000

1500

1000

Diesel Singapore
wholesale cnot nrica
. spot—pri

price

T N TR WU T WA TN TN N TN TN TN TN TN N SN TN SN TN TN AN TN JNNN AN SN N SN SN TN TN SN TN N S

45

40

35

30

25

20

15

10

Jul-99 Jan-00 Jul-00 Jan-01 Jul-01 Jan-02 Jul-02

US$/barrel

Figure23 Comparison of domestic diesel wholesale price and Singapore spot

price

35



Beijing HL Consulting Co., Ltd www.hlsf.cn
Gasoline Singapore
wholesale ™ gpof price
4500 price 45
4000 140
3500 135
< ~
) )
N N
N 3000 130 3§
T [
S AN
= | =
2500 25 &
2000 [ 120
1500 | 115
1000 10
Jul-99 Jan-00 Jul-00 Jan-01 Jul-01 Jan-02 Jul-02

Figure 24 Comparison of domestic gasoline wholesale price and Singapore spot
price

Table 16 Domestic typical crude oil, Daqging oil price

FOB price of last| Import |Benchmar . Settlement price
Time month Minas Tariff k prices aglo (yuan/ton)

oil* (US$/barrel)| (yuan/ton) | (yuan/ton) (yuan/ton) | Pretax A{ieert;\x
Jun.1999 16. 80 16 1, 048 62 1,110 1,299
Jun.2000 27.52 16 1,709 0 1,709 1,999
Jul.2000 30. 89 16 1, 888 0 1, 888 2,209
Aug.2000 30. 96 16 1,920 0 1, 892 2,214
Sep.2000 29. 94 16 1, 858 0 1,831 2,142
Oct.2000 33.05 16 2, 049 0 2,021 2,395
Nov.2000 32.65 16 2,024 0 1, 996 2, 336
Dec.2000 31.31 16 1,941 0 1,913 2,239
Jan.2001 26. 48 16 1, 645 0 1,620 1, 895
Feb.2001 23.83 16 1, 482 0 1, 482 1,734
Mar.2001 25. 31 16 1,573 0 1,573 1, 840
Apr.2001 25.53 16 1, 586 0 1, 586 1, 856
May.2001 27. 27 16 1,693 0 1, 693 1,981
Jun.2001 28. 29 16 1, 756 0 1, 756 2,054
Jul.2001 28.19 16 1, 750 0 1, 750 2,047
Aug.2001 25. 38 16 1,577 0 1,577 1, 845
Sep.2001 24. 95 16 1, 551 0 1,551 1,814
Oct.2001 24. 92 16 1, 549 0 1, 549 1,812
Nov.2001 19. 48 16 1,214 0 1,214 1, 440
Dec.2001 18. 48 16 1, 153 0 1, 153 1, 349
Jan.2002 17.52 0 1,078 41 1,119 1, 309
Feb.2002 18.92 0 1, 164 12 1,176 1,375
Mar.2002 18.72 0 1, 151 16 1, 167 1, 366
Apr.2002 22.23 0 1, 367 0 1, 367 1,599
May.2002 25.63 0 1, 567 0 1, 567 1, 844
Jun.2002 25.76 0 1, 585 0 1, 585 1, 854
Jul.2002 24. 57 0 1,511 0 1,511 1, 768
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From the former month, 26th to this month, 25th
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Figure 25 Daqging crude oil monthly pricing since the price reform in June,1998

Liquefied petroleum gas (LPG)

In the second quarter, the domestic LPG market price shows
ascending trend, but the growth is markedly lower than that of
gasoline etc, liquid petroleum fuel. Because over fourth ten
domestic market demands rely on import, the open market early
makes LPG prices follow the market fluctuation. The reference
index of market prices is mainly Saudi Arabia LPG contract price.
The Saudi Arabia contract price is not only the pointer of the Far
East LPG market price trend, but also a rain glass of China’s
domestic price variation, it dominates China’s import cost, also
influences domestic market prices. In addition, the production
volume changes of oversea refineries, overhaul, and accidents may
affect LPG market.

In June, the factory prices of south refineries in China rise from
2223yuan in March to 2406yuan, up by 8.2%. Meanwhile, the CIF
cost of imported LPG rise from $212 per ton t0$235 per ton, up by
10.9%. In comparison, the growth of Saudi Arabia contract price is
the least, only 4.7%. The increase of LPG price is much lower,
compared with domestic gasoline price increase. In the second
quarter the average factory prices of LPG only rise 9% compared
with that of the first quarter, while the increase of gasoline is 24.4%.
In the first half year the LPG factory price declines 23.6% down to
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2221yuan/t, in comparison with the same period of last year.
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Figure 26 Comparison of domestic LPG CIF cost and Saudi Arabia contract
price
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Figure 27 Comparison of domestic LPG and gasoline prices

TRENDS AND COMPREHENSIVE ANALYSIS

Up to this year, the entry into WTO brings little changes to China’s
petroleum and petrochemical industries. Before completely merged
into world market system, there is still an admittance period of 3-5
years for China. Before foreign corporations massively march into
China’s market, both SINOPEC and CNPC are speeding up to
regulate operation strategies, enhance their own capabilities, and
prepare to compete against the rivals.

38



Beijing HL Consulting Co., Ltd www.hlsf.cn

Product oil trade analysis after import renewal

In order to straighten the product oil market and crack down product
oil smuggling, China suspends diesel and gasoline import in
September, 1998. According to the WTO promises, China lifts the
prohibition of product oil and implement quota allocation import in
January 2002.

In the bottom of April, State Economic and Trade Commission
releases this year product oil import quota. Although the prohibition
of gasoline and diesel has been lifted, none of gasoline and diesel is
imported until June. Besides the effect of product oil quota, the late
release of import quota is also the main reason of the product oil
import decrease. It is mainly reflected in the aspect of fuel oil
import. Due to the late release of import quota, import merchants
lose the favorable opportunity of purchasing fuel oil to meet
domestic demands this year.

The total volume of product oil import quota in 2003 and the
application procedure has released in June this year, According to
the WTO promises, the product oil quota of next year is 25.3 million
tons, Of which state-run trade companies occupy 20million tons,
non-state-run companies 5.3 million tons. State economic and trade
commission didn’t release the detailed specifics of all types products,
such as gasoline, naphtha, aviation kerosene, diesel, fuel oil and
paraffin oil, but calculated by the increase of 15%, the predicted
gasoline and diesel import volume won’t meet the domestic market
demands, if the imported diesel comes into market, the two biggest
corporations may reduce their effect on prices trends to the lowest

degree.
Downstream (refining and sales) competition tends to be more
fierce

The competition between SINOPEC and CNPC progresses into a
new stage since their competition of buying Guangzhou Zhanjiang
Dongxing refinery in march. This refinery deliberated to deal with
CNPC for several months, but at last SINOPEC bought it with
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2.3billion yuan. Before then, in Shenzhen SINOPEC bought a large
oil depot with 1.2 billion yuan about in the same period of last year.
It was said that these two downstream assets was first sought out by
CNPC with intention to buy, but the final result is that SINOPEC
succeeded. It leads to a shock in petroleum industries. The
purchasing accident of Dongxing refinery forecasts the competition
between the two biggest corporations has move from service
stations, oil depots to refineries. The prohibition of building new

refineries is lifted, which gives a green light to two corporations.
CNPC successfully finds a foothold in south sales market.

CNPC didn’t get Shenzhen oil depot and Dongxing refinery, these
two large-scale downstream industries, and left a defeat record in
relatively prosperous south market. However, it doesn’t mean that
CNPC never succeeds in south market. In fact, CNPC has obtained
not bad achievements in SINOPEC regulated south region. Two year
ago, CNPC didn’t own one service station in south, but now
CNPC’s signboard is ubiquitous in every south city. Till the
beginning of this year, the number of CNPC owned service stations
has arrived at 2,100. By virtue of its East China sales company and
these service stations, CNPC has independently sold its surplus oil
products of northeast region in south market. The history that CNPC
passed its surplus oil to SINOPEC for sale in south is declared to
end.
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Appendix:

Table 1. Main economic index of petroleum and natural gas industries in the

first half year, base on specific industries

Exploration of | Exploration of Crude oil
Main Index crude oil natural gas processing
Accumulative enterprise number 79 11 293
Accumulative deficit enterprise number 8 1 75
Total loss of deficit enterprise 149312 435 1854986
(Thousand yuan)
Total loss change of deficit enterprises .
compared with last year (%) 28.03 4244 1. 61
Net amount of accumulative debt receivable 12668633 637006 12986826
(Thousand yuan)
Net amount change of accumulative debt
receivable compared with last year (%) 34.51 0.08 46.60
Accumulative products (Thousand yuan) 4365007 92989 11044363
ACCL_lmuIatlve products change compared 9,83 94 30 16,45
with last year (%)
Average balance of accumulative circulating 89060220 1936326 90034423
assets (Thousand yuan)
Average balance change of accumulative
circulating assets compared with last year -13.80 -25.32 -10. 82
(%)
Average balance of accumulative net fixed 992093597 8199715 180453310
assets (Thousand yuan)
Average balance change of accumulative net B
fixed assets compared with last year (%) 6.42 0 81 0.30
Total amount of accumulated capital 412957921 99191873 306335593
(Thousand yuan)
Total amount change of accumulated capital 9 51 19,68 9 56
compared with last year (%)
Total amount of accumulated liability 151483943 11796720 173516262
(Thousand yuan)
Total amount change of accumulated
liability compared with last year (%) 940 521 o 19
Accumulative product sales income 118858544 4494023 170157249
(Thousand yuan)
Accumulatl\{e product sales income change 1386 5 84 1153
compared with last year (%)
Accumulative product sales cost 66219949 9814618 151171918
(Thousand yuan)
Accumulative product sales cost change 0.77 4. 30 -12.71

41



Beijing HL Consulting Co., Ltd www.hlsf.cn

compared with last year (%)

Accumulative product sales expense 935418 49377 1486519
(Thousand yuan)

Accumulatl\{e product sales expense change 1141 481 5 15

compared with last year (%)

Accumulative product sales tax and plus 2944944 132081 8600987
(Thousand yuan)

Change of accumulative product sales tax B B B

and plus compared with last year (%) 9. 07 2.23 0.21

Accumulative management expense 6547933 961015 6313472
(Thousand yuan)

Accumulatl\{e management expense change 6,36 6. 10 0.95

compared with last year (%)

?l;:;:#)mulatlve financial expense (Thousand 1793492 960607 9762324

A_ccumulatlve financial expense compared 19,47 5 17 1471

with last year (%)

Total amount of accumulative profit 296205012 645638 931415
(Thousand yuan)

thal amount of accumulative profit until 4474391 799592 1391496

this month of last year

Total amount of average practitioner number 544398 25232 316338

Total amount change of average practitioner| B B

number compared with last year (%) 0. 21 7.4l 8.34

Accumulatl.ve industry  output  value 123717649 4753931 172212013

(Current price)

Accumulative  industry  output  value

(Current price)change compared with last -13.79 6. 89 -11.55

year (%)

Accumulatlv_e industry  output  value 31148575 1766893 83435664

(Constant price)

Accumulative  industry  output  value

(Constant price)change compared with last 3.37 16. 73 2.61

year (%)

Total amount of accumulative tax( Thousand 16195308 455192 14613817

yuan)

Total amount .change of accumulative tax 90,97 6,06 390

compared with last year (%)

Asset-liability ratio (%) 36. 68 53. 16 56. 64

Production-profit ratio (%) 29. 26 13.58 0.13

Capital-profit ratio (%) 13.75 8.38 5.49

Turnover number of circulating assert 2.67 1.82 3.78

Cost-profit ratio (%) 48. 39 19. 11 0.14

Sales ratio per head (Yuan) 218330. 24 178108. 08 537896. 94

Capital occupation rate of products (%) 4.90 1. 88 12.27

Source: National Bureau of Statistics of China
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Table 2. Main product yields of petroleum and natural gas industry in the

first half year
Crude oil Crude oil processing Natural gas
volume
Regions Yield Increase/ Yield Increase/ Yiglq Increase/
Cton) Decrease Cton) Decrease Cmillion Decrease
(%) (%) m*) (%)
The whole 84454704 2.00/107000000 0.98 1620059 10. 48
Country

Beijing 0 0 3518794 4.33 0 0
Tianjin 5756239 29.59| 3169247 -10. 48 45150 3. 86
Hebei 2598651 -0. 12| 3263667 -3.83 30725 17.90
Shanxi 0 0 0 0 8948 39. 37
M:)?lr;;r"a 377500 -3.33 507436 ~16. 71 40122 43.90
Liaoning 6804372 -3. 51| 20340660 4.45 69532 -2.07
Jilin 2104638 14. 44| 3076024 -9. 31 11671 27. 36
Heilongjiang | 25423748 -1.59] 6931505 -7.13 102129 -5. 97
Shanghai 282228 5.29] 6256576 -9. 39 20665 42. 23
Jiangsu 798403 -0. 46| 6684360 0.20 1060 -13. 40
Zhejiang 0 0 6139230 12. 25 257 -5.02
Anhui 0 0 1585246 1.56 0 0
Fujian 0 0 1525295 -11.35 0 0
Jiangxi 0 0] 1436824 -3. 36 0 0
Shandong 13253460 0. 11| 10299728 10. 33 34467 -9.93
Henan 2816651 -0.79] 2684321 —-4. 67 94739 11. 94
Hubei 392105 -2.16] 2871120 5.94 4455 16. 41
Hunan 0 0] 2446194 11. 33 0 0
Guangdong 5701246 -11. 64| 9498322 -1.76 162653 0.84
Guangxi 18124 8.89 305391 -11.45 0 0
Hainan 18564 0.00 90498 73. 32 0 0
Guizhou 0 0 0 0 2478 -28. 32
Yunnan 0 0 0 0 717 166. 54
Chongging 0 0 0 0 10019 35.48
Sichuan 72021 -6. 04 261977 -5.75 507976 7.34
Shaanxi 4984133 18.26] 3673295 8.84 192661 34. 12
Gansu 1176184 5.22| 4555110 -1. 24 3902 75. 37
Qinghai 1048069 3.25 278193 -13.26 53486 107. 25
Ningxia 882574 15. 07 507313 -1.90 609 49. 63
Xinjiang 9945794 5.44| 5212951 8.85 221638 3.92

Source: National Bureau of Statistics of China
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Table 3 Main product oils yield in the first half year

Gasoline Kerosene Diesel Fuel oil
. . Increase/ . Increase/ . Increase/ . Increase/
Regions Yield Yield Yield Yield
(tom) decrease (tom) decrease (tom) decrease Ctom) decrease
(%) (%) (%) (%)
The whole 20718771 -3.01] 4031089 3.40[38091403 3. 58| 9374606 -3.70
country
Beijing 773107 7.22 0 0 943591 10. 68| 352750] -15.14
Tianjin 567274 -20.21] 119072 4. 30| 1297983 -1.64| 136595 -25.90
Hebei 638406| —16. 56 39644 -17.24| 1139128 -12.80f 313710 273.10
Iner 1119160 -20.28 0 0 185990 -14.35 105499 -7.29
Mongolia
Liaoning | 3651186 -1. 32| 1070644 16. 28| 6742155 7.11) 2130540 12. 42
Jilin 727048 -16.27 1265 —87.31| 928317 -6. 72| 454093 11.02
Heilong | 1939904 2,83 118225  2.80| 3023186  1.77 368211 -39.44
jiang

Shanghai | 1194400 -8.76| 244655 -9. 38| 2095646 -7.51| 448192 -18.23
Jiangsu 910340 -3.59 325738 8.92 1886530 —-5.20] 495246 -8.01
Zhejiang 935789 4.38| 483510 11. 91 2500872 22.30] 321899 -34.25
Anhui 330005 -1.89 22499, -28.18| 683548 0.89 44395 12. 88
Fujian 426697 -10. 38 0 0] 696575 -10.39 44901 73.25
Jiangxi 353180 -2. 06 11849 -14.45| 553352 1.83] 230186 -14.09
Shandong | 1392574 -3.07) 238463 8. 80 3032685 9. 13| 1677265 0.92
Henan 599629 —6.75 77842 —14.84| 984818 -8.55 97512 -18.04
Hubei 720370 22.15 87118 7.10] 1156128 19.76| 119896, —30.87
Hunan 552818 1.96 27871 473.95 959425 6.43| 104141 -49.30
Guangdong| 1693566 2.01] 751069 —5. 83| 3411383 1.33] 840137 1.11

Guangxi 70501  -8.37 32| -78.52| 121064| -10.59] 20988 -13.04
Hainan 0 0 0 0 0 0 34546 2390.70
Chongging 22| 69.23 173 73.00 33| 153.85 0 0
Sicuan 41476 -33.400 22181] -19.29| 60235 -23.43] 24703|  37.26

Shaanxi 982120 -5.12 57490 16. 07| 1482804 7.70] 385958 47.59
Gansu 894425 2.01) 214051] -20.50| 1744879 8.70] 354495 -14.79
Qinghai 96538 -12.17 0 0 115974 —-2.34 8238 -74.08
Ningxia 169715 -11.26 0 0] 208536 —4. 20 35387 26. 39
Xinjiang 938501 —7.26| 117698 13. 82| 2136566 12.46| 225123 -34.45

Source: National Statistic Bureau of China
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Case Bauxite Resource Market Research

HL consulting finished the market study of Bauxite Resource in China in 2008
The scope of service includes:

Reserve, basic reserve and Grade of Bauxite in China, with emphasis on
Shanxi,Guangxi,Guizhou and Henan Province but include other provinces

Current split between open pit and underground ,and in the next 5 years the
percent of these mines that would change to underground/open pit

Average cost for China, average cost by province, average cost of open pit
and average cost of underground (legal and illegal)

Percent of mines selling bauxite as 3rd party market and % integrated mines
Market price

Distance of mines to refineries (on map)

Photos of operation (underground and open pit)

Taxes and likelihood of changes in royalties/taxes in the future

Costs of starting up a bauxite mine - approvals required for local vs
foreign company

Opportunity for a foreign company to secure a good bauxite mine/source
Purchase volume, technical requirements of each enterprise

Specification of purchase of each customer

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. il



Notice Classification principles of Chinese system for minerals

Introduction to History of Classification system in China

China’s Classification for resources /reserves of solid fuels and mineral
commodities i1s developed from Soviet Union.

In 1971, China’s complete Classification system iIs set up, and resources
/reserves are classified as four Grades,ie; A,B,C,D reserves, after 1999,
new system 1s introduced and the system is effective presently. Chinese
government plans to refine the system, the work start in 2008 and currently
It 1s not clear when the new system will be implemented

Economic of exploitation
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Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.

Consulting
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Notice

Classification principles of Chinese system for minerals

Classification principles of Chinese system

China classifies known (identified) mineral resources
according to three parameters: degree of assurance of
occurrence (degree of geological assurance), degree of
feasibility study, and economic of epr0|tat|on.

Degree of assurance of occurrence (degree of geological
assurance) takes account of information on quantity
(tonnage) and chemical composition (grade);

Degree of feasibility study: means three level of
feasibility study, feasibility study, pre- feasibility
study, and geological study. The feasibility study is the
most detailed.

Economic of exploitation. takes account of changing
economic factors such as commodity prices, operating
costs, capital costs, and discount rates.

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.
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Notice Classification principles of Chinese system for minerals
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parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.
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Energy

We provide the following market research service in energy
Power industry

Wingpower equipment market research,Wind park investment feasibility
study

On Grid Tariffs and End User Tariffs market research

Power grid and equipment market, power grid investment market
Bio-diesel market in China
Coal Industry

Coal reserve, production ,consumption, price, transportation, import and export
Coal mechanical products market research

Energy-saving and emission reduction market in China

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. e 18



Case Bauxite Resource Market Research

HL consulting finished the market study of Bauxite Resource in China in 2008
The scope of service includes:

Reserve, basic reserve and Grade of Bauxite in China, with emphasis on
Shanxi,Guangxi,Guizhou and Henan Province but include other provinces

Current split between open pit and underground ,and in the next 5 years the
percent of these mines that would change to underground/open pit

Average cost for China, average cost by province, average cost of open pit
and average cost of underground (legal and illegal)

Percent of mines selling bauxite as 3rd party market and % integrated mines
Market price

Distance of mines to refineries (on map)

Photos of operation (underground and open pit)

Taxes and likelihood of changes in royalties/taxes in the future

Costs of starting up a bauxite mine - approvals required for local vs
foreign company

Opportunity for a foreign company to secure a good bauxite mine/source
Purchase volume, technical requirements of each enterprise

Specification of purchase of each customer

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. il



Cost and performance

The cost and time of the service will usually change with the detailed
requirements of customers and different sectors, we will provide project
proposal with detailed cost and performance after we get the requirements
of customers

Usually the cost and time are:
20-50 K USD and 1-4 month for difficult tasks

10 K USD and 1-2 month for some simple tasks
Customers can send the requirements to SW@HLconsulting.cn

Customers can send the requirements of market research to SW@HLconsulting.cn

parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to ‘ HL' 20
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3 Feasibility Study Report

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or
distributed to parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. HL
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Introduction

We can prepare feasibility study reports for the following

purpose
Feasibility study reports for approval of National
Development and Reform Commission (NDRC) of People’s

Republic of China, we got the highest qualification from NDRC

Feasibility study reports for registration of corporation in
China

Feasibility study reports for bank loan and financing
Feasibility study reports for decision of business partners
Feasibility study reports of VAT reduction in China

Feasibility study report for approval of overseas
investment of Chinese enterprises.

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.
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Industry with qualification

For feasibility study reports for approval of NDRC,we got
the qualification in the following industries

Natural gas and petroleum
Chemical and medicine
Machinery

Light industry

Textile

Agriculture

Construction materials
Electronic

Construction and realestate
Agriculture

Forestry

Municipal utilities (water supply and drainage)
Hydrogeological

Engineering Survey
Geotechnical Engineering
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Business Plan Services

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or
distributed to parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. HL

24



Introduction

Beijing HL Consulting Co., Ltd I1s a ® re
professional business plan consulting m
firm that helps companies develop ‘
investor-grade business plans to move S
down the road towards a successful
capital or strategic transaction.

We have finished more than 200
professional-grade business plans for
our clients at nearly every stage of
development.

Our team has prepared business plans
for clients seeking various levels of
capital ranging from seed iInvestments
to hundreds of millions in debt and
equity financings.

i
»
-Q‘
i
S

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.
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Business Plan

Business plan is critical to successful finance, however it is not easy to prepare an

excellent business plan.

You may know the operation of your business, however you may not know how to

express your idea clearly and logically and be accepted by investors, what is more .

You need more intelligence in financing to maximize your interests.

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. il
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Business Plan

. Business plan covers extensive analysis including :
= production,
= technology,
= law,
= financing,
= accounting,
= market and marketing,

= risk analysis.

27

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
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Business Plan

With our effective consulting service and business intelligence in lots of

industries , we can clearly understand :
= the business model,
= products and services,
= production,
= marketing,
= fund request,
= competition of our clients,

so we make the integration of our experience and professional knowledge with your

information.

28

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
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Business Plan

We can provide high quality market analysis for we are also a famous market research
and business intelligence company, and so put forward better competition strategy

and marketing strategy .

We have engineers and experts in lots of industries to finish the technology and
production part of business plan. We actually have professionals in accounting, law,

investment scheme design and funding request.

By leveraging our experience in the capital markets, our team offers customized
business planning services that facilitate financial transactions and business growth

for clients.

parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to ‘ HL' 29
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. 1
Business Plan

Our clients rely on us to develop business plans, selling memorandums, financial

projections and investor presentations to help them:

= Raise equity from venture capitalists, private equity firms, angels and other
investors

= Secure debt financing from banks, financing companies or leasing firms
= Merge, acquire or divest their company, division or subsidiary

= Present new opportunities to strategic investors or partners

= (Gain interest from potential management teams and board members

= Intelligently plan and document their growth objectives and strategies

30
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Cases

Machinery

Pump Plant Business Plan of Jiangsu Changyuan Power
Co., Ltd

Transmission Plant Business Plan of Dongheng Power
Co., Ltd

Transmission shaft Plant Business Plan of Shanghal
Bao’an Co., Ltd

Casting and forging plant Business Plan of Profund
Group

Special purpose vehicle plant Business Plan  of
Profund Group

Engine plant Business Plan of Profund Group
Boiler Business Plan of Hebeir Baoding Tarhang Group

parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to ‘ HL'
Censulting
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Cases

~  Electronics
~ Business Plan of Hongguang Co., Ltd
. Business Plan of Indra Rada Plant in China

~ Car _ Navigator System Business Plan of
Yatar’anxun Co., Lt

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. ol 32
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Cases

Energy and Metallurgical

Business Plan of silicon-manganese ferroalloy
plant in Taojiang city of Hunan province

Business Plan of steel tube plant of Tianchang
Group

Carbon Electrode Expansion Project (Annual
Output of 40 K tons/a) Business Plan of Ningxia
Yonvey Coal industry Co.,Ltd

Business Plan of Bio-diesel plant of Beijing
ZhongZhi Lihua Technology Development Ltd

Business Plan of Haozhi Coal Mine 1n Guizhou
province

Business Plan of Hongshan Coal Mine of Xinjiang
production and construction Corp

Business Plan of High Performance Universal
Lubrication O1l of First energy Co., Ltd

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.
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Cases

Food, agriculture and forest
Business plan of Panxing Group

Business plan of furfural plant of Zhuzhuang
Co., Ltd in Jilin province

Business plan of Wood gathering plate plant iIn
Fujian province

Business plan of import Wine into China of Nam
Kwong(Group) Company Limited

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to ‘ HL' 34
Consulting

parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.



Case

. Transportation

. Business Plan of Phoenix General Aviation Co.,
Ltd

~ Business Plan of Puhui Lianyun Logistics Co.,
Ltd

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. e 35



Case

=~ Internet
. QTSTAR net Business Plan
~ Business Plan of ML945.com
. Business Plan of www.hua2.com
. Business Plan of HihomeChina.com

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. e 36



Cases

Real estate

Business Plan of Luoyang Royal City of Luoyang
Kangdu Realestate Co., Ltd

Business Plan of Royal Palace Real Estate
Development Project of ShenYang YongFeng
Realestate Development Co., Ltd

Business Plan of Real estate Project in Sugian
city In Jiangsu province

Business Plan of Wanxinyuan Park 1In Hengshui
city iIn Heber Province

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.
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Cases

Medical

Business Plan of Rabies vaccine
Business Plan of Lunan Hospital

Business Plan of Aprotinin Plant of Beijing Luosheng
Co., Ltd

Business Plan of Yuanping Hospital i1n Shanxi
Province

Business Plan of MD JAPAN
Business Plan of Hainan Gaosheng Medical Co., Ltd

Business Plan of Subbing Spray Series (New Drugs)
of Beijing Zhengguang Hengye Controlled Release
Preparation Research Institution

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to ‘ HL' 38

parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.
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Our customers

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or
distributed to parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. H'_
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Our Main Customers

Accenture

BASF Aktiengesellschaft

BHP Billiton

Centro di Ahi Studi CASCC
COMPANHIA VALE DO RIO DOCE
DaimlerChrysler

Dakin Property S.L

ENVIRGY GMBH

Groen Brother's Aviation

Honeywel

ICF Consulting

INSEAD FR

INVISTA

Japan Technical Information Service

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. il
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«*  Our Main Customers

JATISSK TELECOM CO LTD KR
KPMG International

LLAG (Lurgi Lentjes)
McKinsey & Company

Metec Itd

Mitsubishi Corporation

NTC s.r.l

Putzmeister Co.

Sepco SA.

STF S.p.A.

Thales Corporate

The Boston Consulting Group
The Parthenon Group
Viessmann

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. il
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6

Contact us

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or
distributed to parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents. H'_
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THANK YOQU!

Add:Room A-2204, U-Space Building,No.8 Guangqumen Quter Street, Chaoyang District, Beijing, 100022 P.R.China

Tel:+86-10-58613952 Mr. Shen,
Fax:+86-10-58613956

Email: sw@HLconsulting.cn

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to HL
parties outside the presentation. HL consulting accepts no liability whatsoever with respect to the use of this document or its contents.
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