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Customer Satisfaction -

IN SEARCH OF COMPETITIVE ADVANTAGE,
SUPPLIERS SHARPENING THEIR Focus ON CUSTOMERS

Like most corners of the business world, the oilfield sup-
ply sector is currently searching for ways to improve its
circumstances. The intoxicating blend of easy money,
robust economic growth and over-heated commodity
prices that fueled record profits not long ago are now
gone. In their place is a recessed combination of tight
credit markets, slower growth prospects and materially
lower commodity price expectations.

Clearly, it's a more competitive world these days. The
intense sellers’ market that
existed during the last up-
cycle has all but evaporated

in most, if not all, major seg-
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tomed to essentially dried ]
up. The cushion of signifi- i
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cant excess demand that
previously took the industry R
to new heights has simply,

and remarkably, vanished.

PATH TO PERFORMANCE
In recognition of what some are now calling the industry’s
new normal, many suppliers are recasting their sights and
attention toward their clients. This is good news. Suppliers
will undoubtedly emerge as better, more competitive organ-
izations due to this renewed, if not newfound, emphasis on
customers. They will also enjoy greater confidence, purpose
and direction as they navigate the remaining throes of this
difficult down cycle.

That said, what many suppliers do not yet realize is that

the competitive advantages they seek via higher customer

Investor Returns of Oilfield Suppliers
Continue to Favor Customer Satisfaction Leaders

12-Month Relative Returns

satisfaction in these down times will be worth maintaining
in the good times as well. In much the same way strong
health, safety and environmental (HSE) performance bene-
fits oilfield suppliers’ competitiveness at all points in the
cycle, higher customer satisfaction provides valuable
advantages and rewards regardless of industry conditions.

And be sure, investors are taking note of suppliers’
standings in the market place. Consider Core Laboratories,
Helmerich & Payne, Lufkin Industries and Noble Drilling —
four publically traded sup-
pliers that have regularly
placed in the top quartile of

EnergyPoint  Research’s

independent customer satis-
faction
2004, when EnergyPoint

first began compiling data,

surveys.  Since

the stock prices of these
standout companies have
risen a remarkable 211.7%

on average (the industry-

-15.4% wide return over the same
period as measured by the
Philadelphia Oil Services
Index, or the OSX, was

71.5%). Contrast these results with the average returns of

B 24-Month Relative Returns

Key Energy Services, Nabors Industries, National Oilwell
Varco and Tetra Technologies, all companies that have
placed in the bottom quartile in EnergyPoint surveys over
the same period. For this group, the average stock price

increase was a much more subdued 37.6%.

PREPONDERANCE OF EVIDENCE

Indications of a correlation between customer satisfaction
and investor returns have existed for years. A seminal study
conducted by the University of Michigan’s Ross School of

Business examined 10 years worth of data from the
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American Customer Satisfaction Index (ACSI) and found that
investment portfolios based on customer satisfaction ratings
delivered statistically significant excess returns in both up
and down markets across a range of different industries.

Unfortunately, the ACSI does not furnish ratings concern-
ing suppliers of products and services to the upstream oil
and gas industry. However, utilizing customer satisfaction
data collected via EnergyPoint’s surveys, we've conducted
our own analysis. And in the process, we uncovered some
compelling findings.

In the 12 months after completion of EnergyPoint's sur-
veys, the average stock price return of suppliers ranking in
the top half of a survey outperformed those in the bottom half
by 10.5 percentage points. This outperformance grew fo
12.2 percentage points when the observation period was
expanded to 24 months. Even
more striking, suppliers placing
in the top quartile of the surveys
outperformed the bottom quartile
by 18.3 and 33.4 percentage
points over the subsequent 12
and 24 months, respectively.
Following are statistical test
results estimating the probability
these findings reflect statistically
significant differences rather than

simple chance or coincidence.

Outperformance over 12-Months
+18.3% @ 94.8% Significance
+10.5% @ 91.2% Significance

Top vs. Bottom Qir
Top vs. Bottom Half

Outperformance over 24-Months
+33.4% @ 98.5% Significance
+12.2% @ 77.1% Significance

Top vs. Bottom Qir
Top vs. Bottom Half

On average, since 2004, a one-half point increase in
a supplier’s total satisfaction rating, based on EnergyPoint's
standard 10-pt scale, has correlated to an incremental
positive 5.7% and 9.2% in shareholder returns over the sub-
sequent 12 and 24 months, respectively.

THE LOYALTY FACTOR

So, why do higher customer satisfaction levels tend to lead
to outsized returns for shareholders? Research has shown
that companies rating well with customers benefit in a num-

“Satisfying and retaining
customers is simply more efficient
than constantly having to replace

them. And where high levels
of customer satisfaction exist,

customer loyalty tends to follow.”

ber of ways — both financially and strategically. For one,
satisfying and retaining customers is simply more efficient
than constantly having to replace them. And where higher
levels of customer satisfaction exist, customer loyalty tends
to follow. Greater loyalty means customers are less likely to
be lured away by competitors, even when prospects of
lower prices are involved.

As a result, high performers dedicate fewer corporate
resources to aftracting and adapting to replacement cus-
tomers. This allows for greater focus on the fundamentals of
designing and delivering quality products and services that, in
turn, enhance a company’s reputation, engenders affirmative
festimonials in the market place, and leads to new business.

Offering additional support to the contention that higher
customer satisfaction leads to greater client loyalty, we note
that respondents to recent
EnergyPoint surveys who indicat-
ed their overall satisfaction with a
supplier to be at top-quartile lev-
els also indicated their infention o
reuse that same supplier at rates
almost 40% higher on average
than for suppliers placing in the
bottom-quartile. That's big.

ENDURING RELEVANCE

The correlation between cus-
tomer satisfaction and investor
returns of publicly traded oilfield suppliers carries relevance
for multiple stakeholders. For suppliers, it implies they have
strong and lasting incentive o view customer satisfaction as
a crucial component of competitive advantage. For cus-
tomers, it is an indication that they continue, as a whole, to
reward suppliers in proportion to how well their needs as
customers are being met. And finally, for investors, it indi-
cates a supplier’s customer satisfaction standing can have a
material impact on its ability to generate excess returns for
shareholders over time.

This report is based on findings from over 9,700 customer
evaluations of oilfield suppliers collected via EnergyPoint
Research’s independent customer satisfaction surveys since
2004. In exchange for participating, respondents were provid-
ed survey results in the form of EnergyPoint’s MarketPartners®
Reports & Updates, past versions of which may be found at

www.energypointresearch.com.
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Investor Returns of Oilfield Suppliers Continue to Favor
Customer Satisfaction Leaders
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EnergyPoint

Stock Price Returns of Publicly Traded U.S. Listed Oilfield Suppliers
Rated in EnergyPoint Research’s Customer Satisfaction Surveys

Relative Total 12-Month 24-Month 12-Month 24-Month 12-Month 24-Month
Survey Total Sat Satisfaction Relative Relative Relative Relative Relative Relative
Supplier Name End Date Ticker Quartile Rating Return Return Return Return Return Return
Newpark Resources 7/5/07 NR 1 0.71 -33.2% -21.6%
Smith International 7/5/07 Sl 1 1.43 12.5% -16.1%
Core Laboratories 7/5/06 CLB 1 0.57 50.5% 73.2%
ENSCO International 7/5/06 ESV 1 0.97 22.3% 17.2%
Helmerich & Payne 7/5/06 HP 1 0.69 1.2% 85.5%
[} Noble Drilling 7/5/06 NE 1 0.72 13.3% 16.3%
% Rowan Companies 7/5/06 RDC 1 1.04 -1.9% -26.6%
=4 Grant Prideco 3/18/05 GRP 1 0.43 2.3% 2.0% 0, 0,
0= Lufkin Industries 3/18/05 LUFK 1 0.78 64.3% 64.1% 10'76 ] 8'06
o Natco Group 3/18/05 NTG 1 0.69 52.8% 67.6%
|2 Smith International 3/18/05 Sl 1 0.68 -45.8% -40.4%
Grey Wolf 1/16/04 GW 1 0.69 -5.3% -20.2%
Helmerich & Payne 1/16/04 HP 1 0.66 -9.6% 32.2%
Precision Drilling 1/16/04 PDS 1 1.07 5.6% 22.0%
Smith International 1/16/04 Sl 1 0.47 4.1% -38.3%
.'—.5 Tr 1/16/04 RIG 1 0.64 38.7% 71.3%
= 5.3% 5.1%
|2 Dril-Quip 7/5/07 DRQ 2 0.53 -1.7% 20.4%
Halliburton 7/5/07 HAL 2 0.44 24.6% 0.6%
Baker Hughes 7/5/06 BHI 2 0.39 -11.6% -41.4%
BJ Services 7/5/06 BJS 2 0.41 -42.1% -62.6%
Halliburton 7/5/06 HAL 2 0.36 -25.2% -8.4%
Parker Drilling 7/5/06 PKD 2 0.28 41.8% -19.3%
Smith International 7/5/06 Sl 2 0.48 18.0% 39.1%
Superior Energy Services 7/5/06 SPN 2 0.28 3.9% 9.7%
Baker Hughes 3/18/05 BHI 2 0.19 -11.5% -38.9%
Dril-Quip 3/18/05 DRQ 2 0.07 17.8% 51.5%
FMC Technologies 3/18/05 FTl 2 0.15 -20.5% 11.4%
Halliburton 3/18/05 HAL 2 0.15 -4.7% -36.1%
Schlumberger 3/18/05 SLB 2 0.02 6.9% -1.8%
Baker Hughes 1/16/04 BHI 2 0.15 -1.5% -16.3%
BJ Services 1/16/04 BJS 2 0.26 7.1% -16.5%
Noble Drilling 1/16/04 NE 2 0.26 10.9% -16.0%
Baker Hughes 7/5/07 BHI 3 0.31 -25.4% -16.4%
BJ Services 7/5/07 BJS 3 0.14 -13.9% -10.8%
Cameron International 7/5/07 CAM 9 0.39 21.7% 16.4%
Oceaneering 7/5/07 oll 9 -0.07 10.7% 25.6%
Schlumberger 7/5/07 SLB 3 0.05 -6.5% 4.1%
Weatherford Int'l 7/5/07 WFT 3 -0.06 33.2% 7.7%
Basic Energy Services 7/5/06 BAS 9 -0.36 -34.8% -44.1%
Precision Drilling 7/5/06 PDS 3 0.24 -34.5% -47.7%
Pride International 7/5/06 PDE 3 0.23 3.5% -8.4%
Schlumberger 7/5/06 SLB 3 0.22 19.0% 14.3%
Tesco Corp 7/5/06 TESO 3 -0.29 28.0% -5.4%
Transocean 7/5/06 RIG 9 0.25 15.7% 30.4%
Weatherford Int'l 7/5/06 WFT 3 -0.11 -7.0% 28.0%
BJ Services 3/18/05 BJS 3 -0.10 -36.5% -75.4%
Hydril 3/18/05 HYDL 3 -0.09 -41.0% -21.6%
Precision Drilling 3/18/05 PDS 3 -0.41 -21.1% -71.0%
Diamond Offshore 1/16/04 DO 9 0.08 65.4% 144.7%
GlobalSantaFe 1/16/04 GSF 3 0.00 -33.6% -68.2%
o Halliburton 1/16/04 HAL 3 -0.17 21.6% 31.7%
[<] Parker Drilling 1/16/04 PKD 3 0.03 -13.7% 105.1%
2 Schlumberger 1/16/04 SLB 3 -0.14 -10.1% -24.3%
s 5.2% || -7.0%
3 FMC Technologies 7/5/07 FTl 4 -0.32 52.6% 36.4%
National Oilwell Varco 7/5/07 NOV 4 -1.39 34.0% 0.0%
Oil States International 7/5/07 oIS 4 -0.53 13.9% -2.0%
Technip-Coflexip 7/5/07 TKPPY.PK 4 -0.79 -20.8% 5.2%
Tesco 7/5/07 TESO 4 -0.81 -27.3% -34.2%
Diamond Offshore 7/5/06 DO 4 -0.77 12.2% 25.2%
o GlobalSantaFe 7/5/06 GSF 4 -0.46 3.6% e
= Grey Wolf 7/5/06 GW 4 -1.16 -17.9% -25.9%
(;, Key Energy Services 7/5/06 KEG 4 -0.53 -0.7% -28.0%
Nabors Industries 7/5/06 NBR 4 -1.46 -21.4% -1.7%
g Patterson-UTI 7/5/06 PTEN 4 -0.66 -26.3% -18.4% -7.6% -15.4%
g Unit Drilling 7/5/06 UNT 4 -1.22 -9.6% -0.9%
s} Cooper Cameron 3/18/05 CAM 4 -0.53 -15.3% 28.7%
«Q Varco 3/18/05 Nov 4 -1.50 -44.7% -36.9%
Weatherford Int'l 3/18/05 WFT 4 -0.55 -18.5% -33.1%
ENSCO International 1/16/04 ESV 4 -1.05 -13.4% -42.3%
Key Energy Services 1/16/04 KEG 4 -1.28 -24.9% -93.6%
Nabors Industries 1/16/04 NBR 4 -0.67 -12.2% -41.4%
Patterson-UTI 1/16/04 PTEN 4 -0.59 -19.1% -8.1%
Weatherford Int'l 1/16/04 WFT 4 -0.48 4.2% -21.7%

* Source: Yahoo.com financial quotations and EnergyPoint Research, Inc. Stock prices adjusted for splits and dividends.



EPR Customer Satisfaction Index (2004 = 100)

Oilfield Customer Satisfaction
Showing Recovery after Hitting Bottom in 2008
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ABOUT ENERGYPOINT RESEARCH

EnergyPoint Research provides independent research regarding the oil and gas industry’s satisfaction with the products and services it purchases and uti-
lizes. The firm offers indusiry professionals and their employers opportunities to provide comprehensive and confidential feedback to suppliers through
objective and independent evaluation processes. In return for participating in surveys, respondents and their employers receive complimentary survey results
in the form of EnergyPoint's MarketPartners® Reports and Updates. Through the MarketPartners® Program, EnergyPoint regularly surveys significant cross-
secfions of experienced indusiry participants involved in the selection and utilization of oilfield products and service providers. Survey participants range
from managers at some of the world's largest energy companies to field personnel at independents and regionals. To learn more about EnergyPoint

Research and our benchmark surveys, go to www.energypointresearch.com or call us in Houston at +1.713.529.9450.

DISCLAIMER

Readers are advised that EnergyPoint Research is a specialist in the area of customer safisfaction and is not a registered securities analyst. Any rankings,
rafings, opinions, forecasts, analyses, calculations or recommendations contained in this report are based upon the information available fo EnergyPoint
as of the date of the report. EnergyPoint is basing any rankings, ratings, analyses, calculations and opinions upon information received from sources
believed to be accurate and reliable and the completeness and/or accuracy is neither implied nor guaranteed. Any rankings, ratings, opinions, analy-
ses, calculations or recommendations are subject to change without notice. EnergyPoint has no obligation fo continue to provide this product and no such
obligation is implied or guaranteed. The report is being provided for informational purposes only and is not an offer or a solicitation for the purchase or

sale of any financial instrument.

The information, data, commentary and analysis included in this report were collected, compiled and published by Energy Point Research, Inc.
|"EnergyPoint’) with the infent of providing readers with relevant, although not necessarily fully definitive, information as to customers’ satisfaction with
providers of certain products and / or services. EnergyPoint does not mainfain or represent that the resulting information, opinions, and conclusions pre-
sented in this or any other EnergyPoint report necessarily reflect the perspectives of all customers and / or the complete market for the products and / or
services covered in such reports. Readers are advised that surveys of the type upon which EnergyPoint's reports are based [and the resulting data, com-
mentary and on0|\/sis) are inherenﬂy impocfed by cerfain factors inc|uding, but not limited to, somp\ing error, fiming of data collections, respondents' own
product / service weightings, geographic distribution of customer bases, language barriers, access to the WorldWide VWeb and other facilitating mediums,
ongoing competifive and market dynamics, efc. Furthermore, EnergyPoint does not maintain or represent that ifs surveys or reports include all companies or par-
fies that could be viewed as providers of the products and / or services covered in such reports. Inclusion in or exclusion from any EnergyPoint report or

survey should not be construed as reflecting a company’s market share or prominence in any category of products or services.

ENERGYPOINT (I) MAKES NO EXPRESS OR IMPLIED REPRESENTATIONS, WARRANTIES OR COVENANTS AS TO THE ACCURACY AND / OR COM-
PLETENESS OF THE INFORMATION, DATA, OPINIONS, COMMENTARY, ANALYSIS AND / OR ANY DIRECT OR INDIRECT RECOMMENDATIONS
INCLUDED IN ITS SURVEYS OR REPORTS, AND (ll) DISCLAIMS ANY AND ALL DAMAGES, COSTS, AND UABILITIES WHATSOEVER TO THE RECIPIENT
OR READER OR ITS REPRESENTATIVES (TANGIBLE OR INTANGIBLE, INCLUDING, BUT NOT LIMITED TO LOSS OF BUSINESS OPPORTUNITY, LOSS
OF PROFIT, LOSS OF MARKET SHARE OR LOSS OF GOODWILL) FOR ANY RELANCE OR USE MADE BY THE RECIPIENT OR PURCHASER OR TS
REPRESENTATIVES OF SUCH INFORMATION, OR ANY ERRORS THEREIN OR OMISSIONS THEREFROM. BECAUSE THE INFORMATION PROVIDED
BY ENERGYPOINT IS IN-PART OPINION-BASED, THE RECIPIENT OR READER AND ITS REPRESENTATIVES SHOULD RELY SOLELY UPON THEIR
OWN' INDEPENDENT JUDGMENTS, ASSUMPTIONS, ESTIMATES, STUDIES, COMPUTATIONS, EVALUATIONS, REPORTS, EXPERIENCE AND
KNOWLEDGE WITH RESPECT TO ANY PARTICULAR BUSINESS-RELATED DECISION OR CONCLUSION AND THE EVALUATION OF ANY POTENTIAL
TRANSACTION, UNDERTAKING, STRATEGY OR OTHER INITIATIVE.
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