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»» TAGMET HOSTS METALTRADERS

TAGMET was recently the
venue for a metal traders'
conference that was held under
the name “10 Years of TMK on
Regional Markets — Results and
Outlook.” The organizers were
TMK and the Russian Union

of Metal and Steel Suppliers
(RSPM). More than 120 dealers
took part in the conference

where a number of issues
were discussed, such as the
modernization of production
facilities, product quality, and
strengthening TMK’s position
in international markets. It was
noted that the development
of a dealer network, long-term
contracts and guaranteed
supply by plants to metal

traders is beneficial to

both parties. Vadim Braynis,
Managing Director of Ariel
Trade, expressed satisfaction
with TMK’s flexible marketing
practices. Taking into account
the wishes of customers, the
company’s facilities have
organized truck delivery of
their products and its transport

to merchandise cars. The
delegation had a chance to
view the modern equipment at
TAGMET — the steel vacuum
degassing unit and the
continuous casting machines
in the open-hearth shop,

and Russia’s only POF mill,
which uses three-roll stand
technology.m

RECORD LEVELS
In the first six months of 2011, TMK 2500

Volumes of TMK Pipe Shipments in 2011 (thousands of tonnes)

shipped 2,166,000 tonnes of steel pipe
to customers, which is a 16.2 percent
increase in comparison to the first six 2000

+16.2%

months of 2010. Shipments of large
diameter pipe amounted to roughly

January—June 2011
M January—June 2010

377,000 tonnes, which is a 33.7 percent 1500
increase in comparison to the same
period in 2010. Shipments of OCTG
increased by 7.4 percent compared to the
same period of 2010. In the first half of
the year, TMK IPSCO shipments of tubular
products amounted to roughly 479,000
tonnes, exceeding by 16.3 percent the
volumes shipped in same period of 2010. 0
The largest increase was observed in
the line pipe segment, which was due to
increased volumes of hydrocarbons that
needed to be transported to processing
and storage sites. Demand for premium
products is also growing. The growing
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IPSCO’s share of premium connections
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+15.3%

used in gas production exceeds 30
percent, has allowed the company

to optimistically forecast additional
shale development in the U.S., where TMK  volume for its American division. In the
first six months of 2011, TMK shipped

Seamless Welded Total Including
pipes pipes pipes OCTG

approximately 236,000 premium
connections developed in its Russian
(TMK family) and American (ULTRA)
divisions, which is 3.2 percent more than
in the first six months of 2010.

» SIX SIGMA ACADEMY

TMK PF AND ULTRA-OX RECEIVE

INTERNATIONAL CERTIFICATION
TMK has successfully conducted qualification tests for TMK PF
and ULTRA-QX premium connections (Grade P110, OD 245mm,
wall thickness 11.99mm) in accordance with the I1SO 13679
CAL IV standard. The tests were conducted at the Oil States
Industries international testing center (Aberdeen, UK), which
is where the world’s largest oil and gas companies perform
product qualification.

The tests were conducted by TMK-Premium Service, which
tested TMK products for the first time for compliance with the
ISO 13679 CAL IV standard.
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Y RECENT DEVELOPMENTS IN PREMIUM

TMK has started production of the new TMK CWB premjum
connection for use in casing string. The Volzhsky Pipe Plant
will be responsible for commercial manufacture of pipes
threaded with TMK CWB connections.

TMK CWB is an upgraded version of the buttress
connection, which is widely used by Russian oil and gas
companies. TMK CWB has two unique characteristigs, The first
is the presence of an additional thrust face,which
for precise fixation given the tightness in the ass¢mi
process. This allows for an increase in the conneg

production by specialists from TMK-Premiu
CWB has been successfully tested for gas-tj
combined load at VNIITneft. m
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NEW TITLE FOR ADRIAN POPESCU

TMKAT HANNOVER MESSE
TMK and Trade House TMK participated in
Hannover Messe 2011, an industrial exhibition
that was held in early April in Hannover,
Germany. Hannover Messe is the largest
industrial and economic forum that is actively
used by government officials and business
leaders from many countries as a platform
to promote goods and services, as well as to
support contacts with foreign partners.

Hannover Messe received more than 230,000
visitors in total. More than 6,500 companies
from 65 countries arrived in Hannover to
showcase their achievements and to share
innovative solutions.

During the exhibition, numerous meetings
with customers took place at TMK’s booth. The
booth was also visited by a delegation from
the Sverdlov regional government, which was
headed by Governor Alexander Misharin and
Minister of Economics Mikhail Maksimov.

» ULTRA SQUEEZES COMPETITORS
TMK completed a shipment of casing with ULTRA SF
premium connections to Gazprom Neft.

The shipment contained grade P110 casing with
ULTRA SF connections (OD 127mm, wall thickness
9.19mm) that was produced by TMK IPSCO. The product is
designated for use at the Urmanskoye field in the Tomsk
Region.

“Previously Gazprom Neft imported this type of pipe
from our global competitors. Now, having complemented
our premium connections portfolio with Ultra threads
developed by TMK IPSCO, our U.S. Division, TMK can
supply a large range of world-class premium products to
Russian oil and gas companies,” said Alexander Shiryaev,
TMK CEO.m

TAGMET has mastered the production
of pipes and couplings of size 177.8 x
9.19 mm. These are seamless casing
and couplings made of Grade P110
steel based on U.S.API Spec 5CT. The
pipe modified by TAGMET with a TMK
PF connection is designed for use

The connection’s gas-tightness is
ensured by the presence of a “metal- tested for sulfide cracking.
metal” pressurized center. The conical The new product was developed
surface of the pipe and couplings create a  in the pipe welding shop at TAGMET.
stop and an additional gas-tight barrier. Manufacture of ERW pipe with an OD

Heat treatment regimes were chosen  of 219mm and wall thickness of 8 mm
for the newly-developed pipe and according to the GOST 10704 and GOST
in sour service environments, where couplings. The results of mechanical 10705 standards has commenced. These
high connection strength is especially testing of pipes and couplings were pipes are used to build pipelines and in
important. positive. Samples of these products are various types of construction.

now at VNIITneft where they will be

RVICE SHOWS OFF

The forum between
for industrial trials of T
possible use in offshore

In mid-May, Trade Hq
in the 35/ conference
Design Solutions in the
Wells.” The conference
Contractors.

TMK’s presentation s
professionals. In particu
create a new line of cas
implemented at the Ors |
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THE SALES MATRIX

i TMK conducts well thought-out trade practices, maintaining a presence in major
i markets and steadily expanding in promising pipe-consuming regions. At the same
i time, the world is already changing, forcing global market participants to rethink

i their manufacturing and sales approaches. KONSTANTIN SEMERIKOV, Senior Vice

i President at TMK and General Director of Trade House TMK, tells us about the
global company’s sales strategy and tactics.

Mr. Semerikov, what does the TMK
sales system look like now with its
newly formed divisions in Europe
and North America?

Our system is centralized, with a
certain amount of independence

for our European and American
divisions. The effectiveness of this
approach is proven by our positive
sales trends. Our sales are based on
a hybrid, matrix approach: geograph-
ic distribution on the one hand and
product distribution on the other.
We are the strongest in the regions
where we have manufacturing
facilities—in our domestic markets.
This is explained by our economic
and logistics systems, possession

of country-specific solutions to
protect our market and on the whole
by our better knowledge of local
particulars.

Over 85 percent of the products
manufactured by our Russian facilities
are delivered to the former Soviet
Union—Russia and other CIS coun-
tries. Over 90 percent of TMK-Artrom’s
products go to European customers.

In turn, TMK IPSCOs facilities sell over
95 percent of their products in the
United States.

At the same time, in all “domestic”
markets, we also offer product grades
that are in short supply, which our fa-
cilities in the given region don't have
but which are manufactured at our
other facilities. Thus, we are expand-
ing our product offerings to provide
customers with a fairly wide range
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of products. With the Moscow-based
Trade House in charge of overall co-
ordination, the trading unit located in
each given region is our leader when
it comes to ensuring a comprehensive
supply to domestic markets. If we offer
a full line of products to Europe, for
example, the leading coordinator will
be TMK-Europe, in North America, it
will be TMK IPSCO; and in Southeast
Asia, it will be Trade House TMK in
Moscow.

Of course, we are striving to ex-
pand our presence in other pipe-con-
suming regions. Today, TMK exports
products to more than 65 countries.
We have created and continue to
develop the necessary infrastructure
to advance this expansion of trading
companies and representative offices
around the world.

Do the products of all the company’s
facilities carry the same brand in the
market?

ALl our products are sold under the
TMK brand. The product certificates
and tags list TMK first, and then the
manufacturing facility. The existence
of a single brand improves recogni-
tion, as well as loyalty among both
old and new customers. We have a
good example from TMK IPSCO’s
experience: when the company
returned to the Canadian market,
former customers recognized it

first under the IPSCO brand as it
had been known there before TMK
acquired American assets. They
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recognized it and came back with
orders. But now the Canadian market
knows the TMK brand well and we
don't just supply standard products
there, but specialty pipes for the oil
and gas industry.

Are there differences among the
Russian, European, and American
distribution channels?

In Russia, we sell through the Trade
House and its subsidiaries. We also
sell some general-purpose prod-
ucts through our dealers in Russia
and other CIS countries. TMK has
the largest dealer network, which
currently includes 88 authorized
representatives. In Romania, we

sell our products through two chan-
nels: through metal traders and
directly to end users. But in North
America, our trade is mostly through
distributors.

Is it hard to reach the end user in
North America, or is there some
other reason?

It's a specific feature of the local
markets in the U.S.and Canada. The
distributors don’t just buy and sell
pipe; rather, they provide additional
services to their customers—oil

and gas companies. In other words,
they perform the functions of a pipe
distribution center. The distributor
provides the very same services of
inspection, delivery, modified and
just-in-time deliveries, or, on the
other hand, acceptance of returns.

The end user pays only for products
that are actually used without having
to maintain that entire infrastructure.
In Russia, for example, there is a
fundamental difference. For histori-
cal reasons, each major company
has developed its own pipe distribu-
tion center. Unlike Russia, in the U.S.
there are many small companies
that cannot afford to maintain their
own centers. The U.S. has over 1,000
oil and gas companies, from little
ones with one or two rigs to major
ones like ExxonMobil. The distribu-

tors don’t always target the very
same oil and gas company but nor-
mally supply 100 or 200 companies
in a region. But in Russia, the five
oil “majors” cover over 70 percent of
production.

Americans are certainly willing to
pay for service, but they don’t want
to incur the huge investment costs
of developing their own logistics
units.

Why doesn’t TMK have its own retail
network?

-
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Any warehousing business
requires considerable investment.
To date, our priorities have been
investing in the development of
production capacity, and that policy
has proven wise. Our existing dealer
network provides the necessary
level of sales in the regional Russian
and other CIS markets. Even so, we
are now implementing a warehouse
trading program. Trade House TMK
leases warehouse space from our
Russian companies, where we store
a wide range of pipes made by




those companies. The existence of
warehouse stockpiles enables us
to respond quickly to fulfill orders
and thereby increase sales volume
accordingly. Customers have a need
for a wide range of products, but
our working capital is insufficient.
We solve this problem by investing
our working capital in the develop-
ment of stockpiles. In doing so, we
are adhering to best practice in the
industry.

Is TMK alone in Russia in following
this practice?

Others do it as well to a varying ex-
tent, but we have consciously decid-
ed to hold intermediate stockpiles
at facilities whose products belong
specifically to the Trade House. That
way we are able to make quick sales.

What are the specific features of
your relationships with major deal-
ers?

For this category, we build in special
incentive programs on the idea of a
lower unit price for greater volume.
This practice is mutually beneficial.
For us it means a stable workload,
work scheduling, and more predict-
able financial performance accord-
ingly. Our customers in the industrial
pipe segment observe our results
very attentively. Say a major client
in the machine-building segment,
KAMAZ, has rated TMK as a class-A

'll.

\

supplier, thereby rating the quality
of our products and service. In turn,
we react sensitively to the slightest
change in our rating. If we suddenly
see a weakening of our position,
we will do everything possible to
restore it.

How do you structure your relation-
ships with key customers?

Our most important customers are
companies in the oil and gas sector,
which accounts for over 70 percent
of TMK’s shipments. Half of this vol-
ume is seamless OCTG. A large share
of these shipments is large diameter
pipe, whose principal customers are
Gazprom and Transneft. Our priority
relationships are long-term and we
have established these relation-
ships with all the major oil and gas
companies in Russia. Our Russian
manufacturing facilities cooperated
closely with oil companies even
before the formation of TMK.

Now TMK, having consolidated
the major pipe producers in Russia,
is the unconditional leader for Rus-
sian oil companies. About 60 percent
of all seamless oil-industry pipes
are supplied by TMK. Our oil and
gas service is also oriented towards
Russian oil producers. The specific
features of the oil and gas market
are such that among companies
that directly use tubular products,
an enormous number of contrac-
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tors work in that field, providing
engineering and other associated
services in the organization of

the oil production process. They
often consist of a business that has
been spun off from a major global
company and bring state-of-the-art
technologies from foreign compa-
nies to Russia.

Experience has shown that es-
tablishing relationships with these
entities is a guarantee that our
products will be used and applied in
specific fields. And while we previ-
ously thought we had to expand our
relationship with ExxonMobil, we
now understand that we must also
establish ties with the subcontrac-
tors they select for regional tenders.
With these trends in mind, we have
boosted our efforts in this area, and
all of our facilities are now becom-
ing qualified both with end users
and with service companies. This is
one of the areas that promotes our
presence in the oil and gas produc-
ing regions of the world.

What are the general supply trends in
the global tubular products market?
The tubular component in global
trade is shrinking as standard-
quality tubulars are more frequently
being handled through regional
sales. Global trade is shifting to

the premium product types. For
example, until very recently high-
strength casing was considered an
item of global trade. In other words,
it could be sold in every part of the
world and the share of such sales
was large. Today, this share is declin-
ing because local manufacturers
who meet regional demands for cas-
ing have appeared in many parts of
the world. These regions include the
Middle East, Southeast Asia, Europe,
Latin America and so forth. So the
global trade today is more about
trade in high-tech premium prod-
ucts, of which there are a limited
amount on the market at the mo-
ment. Such products are in demand
and sold worldwide, regardless of
the manufacturer’s geography.

How is TMK responding to this
market challenge?

As one of the world’s leading
manufacturers, TMK fully accounts
for the new trends in its operations,

especially when it comes to meeting
the need to offer highly complicated
product types that are traded in
world market. Our newly-created
Premium division, which includes
production and intellectual assets

of TMK IPSCO and our Russian facili-
ties, is working to develop premium
products. Our program of expansion
into promising markets is tied spe-
cifically to comprehensive deliver-
ies of premium-class goods. These
markets are Africa, Latin America,
and Southeast Asia. Naturally, there
is tight competition in these regions,
but we believe our presence there
will be justified.

What is TMK’s potential for sales
growth of internationally traded
goods?

We have been measuring the up-
ward trend in demand for tubular
products for a long time. Oil and
gas companies are expanding into
the permafrost, where they re-
quire thermally insulated pipe and
“thermal cases,” and into viscous
crudes, for which they also require
insulated pipe capable of delivering
heat-transfer agents to the pay zone.
When producing fluids with high
gas content, they require special
gas-tight connections and the use of
Grade X80 pipe has already become
routine. Companies are engaged in
offshore drilling. LUKoil is already
producing from the northern Cas-
pian Sea and Gazmorneft and Ros-
neft have plans to develop offshore
fields in the Black Sea.

In creating a technical and
technological platform for manufac-
tureing next-generation products,
we have carried out large-scale
modernization projects at all our
facilities. From this standpoint, we
are completely ready to meet the
market challenges.

To demonstrate compliance with
our customers’ technical require-
ments, we undergo qualification of
our products with major companies.
For example, we are now undergo-
ing qualification for the Trans-Alaska
pipeline, for the Shtokman gas and
condensate field and other promis-
ing projects. It is no secret that in
realizing the Shtokman project,
Gazpromneft will not be alone in
imposing requirements on suppliers;

Global trade today is more about
trade in high-tech premium products.
Such products are in demand and
sold worldwide, regardless of the
manufacturer’s geography.
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its foreign partners Total and Statoil
will do so as well. We are ready for
this and our technical developments
are under way.

Our TMK PF premium connections
recently passed I1SO 13679 CAL IV
certification. This proves the world-
class quality of our thread and allows
us to enter the pool of leading global
suppliers of tubular products for
both onshore and offshore complex
drilling and hydrocarbon production
projects. We are proving our techni-
cal capabilities to supply high-tech
products. In addition, we are working
under research cooperation contracts
with oil and gas companies. Taken
together, all this supplements our
understanding of customer needs
and allows us to move forward rap-
idly on our chosen path.

What are the specific features
of doing business in the post-Soviet
space?
The CIS (Commonwealth of Inde-
pendent States) market is extremely
important to us because it is devel-
oping rapidly. New fields are being
developed and pipeline projects are
underway. The state companies work-
ing in the CIS countries are practical-
ly integrated into the all-Russian gas
transport system. For us, this is an
enormous plus. Moreover, the repub-
lics of the former Soviet Union have
technical regulations developed back
in the Soviet days. And the opinion
of Russian institutes such as the Rus-
sian Scientific Research Institute of
Natural Gases and Gas Technologies
(VNIlgaz) carries great weight. All this
plays into our hands as sellers.

Joint ventures with foreign
participation have recently be-
gun to appear in the CIS. This is a
promising class of customers but a
more complicated one for us in this
market. Relations with them require
flexibility, agility, a higher level
of technical support for sales and
administrative support. And there’s
another fine point: the global oil
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and gas companies coming to the
CIS—ExxonMobil, Shell, Total—gen-
erally bring traditional suppliers with
them. In effect, we have to prove our
competitiveness. This task is twice as
hard as establishing relations from
scratch.

Finally, the third group of cus-
tomers in the CIS is made up of
the Russian companies that have
purchased hydrocarbon development
and production licenses. For example,
LUKoil is working actively through
its subsidiaries in Kazakhstan and
Uzbekistan. We are establishing
long-term relationships with these
customers as well.

The Belarusian market, where the
oil industry, mechanical engineer-
ing, and utility services are all well
developed, is important to us. Among
foreign tubular manufacturers in
Belarus, we hold the lead. Finally,
the presence of the Customs Union
helps us in Belarus and Kazakhstan
because it establishes unified rules
and market protection principles.

What does the global presence

that we are striving toward mean

to TMK?

Our global presence means the com-
pany operates both in traditional lo-
cal markets and in the world markets
of oil and gas production and refin-
ing, in major and developing energy-
producing regions, and continuous
expansion of the boundaries of our
“domestic” markets. In North America,
it means Canada to the north and
Latin America to the south. In Russia,
it means the CIS countries, as well
as a closer relationship with Europe,
and so on. But if we want to be pres-
ent globally—and we do—then we
still must also increase our output of
high-tech products. Quick response,
and sometimes anticipation, of the
market’s changing needs will help us
expand our presence both in local
markets and in international trade.
In realizing this strategy, we are not
forgetting the importance of all our
multinational team of sellers and
their qualification level, nor those

in our company who are engaged in
product development and manu-
facture. All of us, in Russia, Europe,
and North America, are creating the
global TMK brand that has already
won global recognition.
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Volgograd is known for its famous statue—The Motherland
Calls—which has entered the Guinness Book of World Records

as one of the world’s tallest. At 85 meters, it is almost twice as tall
as New York’s Statue of Liberty.

Alexander Nevsky Chapel was built on the central square
of Kamensk-Uralsky in 2001 in honor of the city’s 300th

anniversary. 6 Avtodoroga St., Volzhsky, Volgograd Region

Tel. +7 (8443) 22-2777,+7 (8443) 55-1829
1 Zavodsky proyezd, Kamensk-Uralsky, Sverdlovsk Region

Tel. +7 (3439) 36-3719, +7 (3439) 36-3001

The Seversky Blast Furnace Museum in Polevskoy preserves the history
of Ural metallurgy.Among its exhibits is the only Russian and European
blast furnace from the 19th century.

The monument to Peter the Great in Taganrog is considered one of the best
in the world. It was erected in 1903 by the sculptor Mark Antokolsky.

7 Vershinin St., Polevskoy, Sverdlovsk Region 1 Zavodskaya St., Taganrog, Rostov Region
Tel. +7 (34350) 3-2105, +7 (34350) 3-3275 Tel.: +7 (8634) 65-03-58, +7 (8634) 32-42-02
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SALES IN THE AMERICAS —
STORY OF GROWTH

YOURTUBE

In June 2005, TMK entered the North American market when it opened a small trade

i house—TMK North America—in Houston, Texas. Since then, the company’s business has

i grown dramatically, particularly following the acquisition of IPSCO’s U.S. tubular production
i facilities in the summer of 2008. As in other regions where TMK operates, sales operations
i are key to the company’s success in the Americas. YourTube spoke recently with two leaders
i who are responsible for overseeing the sales in the region—Chuck King, President of TMK

i North America and Director of Industrial Sales, and George Adams, Director of OCTG Sales -

TMK IPSCO’s share in the U.S. OCTG
market continues to grow. Is this
growth expected to continue?
George Adams: Our market share
will continue to increase as we
improve efficiency at our various
facilities, maintain and improve
our high level of customer ser-
vice, and as we bring in more

high quality Russian seamless
material to expand our ability

to service more customers with
OCTG products. | expect us to gain
market share, particularly in the
heat-treated, high-end, value-
added products that fit into our
target “shale” market areas. The
seamless material that we import
from Russia supplements the pipes
produced by our seamless facilities
in Koppel and Ambridge, which
will allow us to sell more tonnes
and gain a bigger market share.
Customer acceptance of our Rus-
sian seamless has been strong and
accepted for not only API, but also
for high pressure, critical well ap-
plications with ULTRA™ premium
threads.

The ULTRA connections
and all of the heat-treated,
value-added products,
including the Russian
imported products, are in
high demand.

: Americas at TMK IPSCO.

What are some of the biggest chal-
lenges TMK IPSCO is facing in the
U.S. OCTG market now?

George Adams: Imports pose a chal-
lenge, although we're also being
challenged by the new mills that
are starting up here in the U.S.,
which will bring on much more
capacity in the next 18 months. The
key to our growth is to keep provid-
ing excellent customer service,
dependable deliveries and our high
quality TMK IPSCO products. There’s
no doubt that customer service

and quality are how we grow
business today. If you don’t have

it, then you won'’t grow and will in
fact lose business. The customer is
not always ‘right,” but they are the
customer.

How do sales take place? Does the
company sell pipes directly to end
users, or do we work with distribu-
tors?

Chuck King: Most of our pipe
products are sold through
distributors, although we do have
some direct project line pipe sales.
It often depends on the end user
preference. Some prefer to buy
directly from us, while others prefer
to buy through distributors. It can
even depend on the project in
question.

What are the advantages of work-
ing with distributors?

Chuck King: Aside from selling to
the end users for us and offering
an extended sales force, distribu-
tors will represent our product and
work with us in getting customer
approvals. Distributors also act as
a credit buffer, which is helpful
when working with smaller end
users. There are lots of advantages,
particularly when the distributors
are good.
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George Adams:

“The key to our growth is to continue to provide
excellent customer service, dependable deliveries
and our high quality TMK IPSCO products.”

How does TMK IPSCO decide to
work with a given distributor?
Chuck King: We have long-standing
relationships with a number of
distributors and have agreements
with them, although we review
progress on those commitments on
a quarterly basis. We have score-
cards that are designed to measure
performance. Our goal is to review
relationships on an annual basis,
and depending on performance we
make adjustments.

Could you say a few words about
the market for distributors? Is it
dominated by older firms, or are
there a number of new players?
Chuck King: It’s really a mix of play-
ers we see in the market. Many dis-
tribution companies have been in
business for a long time. Some are
family-owned firms that have been
in existence for 100 years or more.
There are also new players coming
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Chuck King:

“The biggest demand has been for line pipe,
which is used mostly in offshore and onshore
transmission lines, as well as in refinery
applications and some limited construction and
structural applications.”

to the market, which is good for us
because it helps to ensure competi-
tion and quality service. There are
distributors that have been formed
by combining several older, smaller
companies.

Which particular markets have the
most potential for future growth
right now?
George Adams: Geographically, as far
as shale plays go, there are really sev-
eral that show huge potential for TMK
IPSCO: Marcellus Shale, Eagle Ford
Shale, Bakken and Niobrara oil shales,
and the Horn River, Montney Shales
as well as the oil sands in Canada.

We are also doing quite well in
West Texas now. Because of the high
price of crude oil, any project that
has oil along with gas is attractive.
These kinds of projects also require
larger diameter pipes, which we can
serve with the imported Russian
products, as well as from our high
quality Wilder facility.

On a more hemispherical level,
Canada and Latin America are key
to our growth and expansion in the
west.

What are TMK IPSCO’s plans in
Latin America?

George Adams: It’s a developing
market for us now, and one that we
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And OCTG products?
George Adams: The ULTRA connec-
tions and really all of the heat-
treated, value-added products,
including the Russian imported
products, are in high demand. And
| do not see it dropping back as
long as the shale plays dominate
the drilling portfolios of U.S. oil
and gas companies. I'd like to
emphasize again that with regard
to the imported seamless products,
we are rapidly gaining greater
levels of customer acceptance.
Russian-manufactured products
are marketed similarly to the way
U.S-manufactured products are -
we promote the same high quality
and the same guarantees and are
working towards similar pricing.
We are continuing to build and
develop an extremely strong sales
team whose “key” deliverable is a
very high level of customer service.
We are gaining strength and mo-
mentum in the marketplace with
the entire TMK and TMK IPSCO
product range, both OCTG and pre-
mium connections. We have world
class facilities, products, quality
and personnel. The future is ours -
all we have to do is reach out and
take it!

In August 2010, TMK IPSCO opened a sales office in Calgary, Alberta to better serve the company’s growing customer
base in Canada. Since then, Canadian sales of TMK IPSCO’s products have taken off, and the company’s engineers are
working to develop new products to help oil and gas companies tap the country’s vast hydrocarbon resources.
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Dmitry Butorin,

TMK IPSCO’s Director of
Sales in Canada, spoke
with YourTube about the
company’s success to date
and the specific features
of working in the Cana-
dian market.

We’ve been doing better
than planned at this point

in the year and we’re on
target to meet our goal.

With high-priced oil, the
Canadian market is working
at its maximum capacity. In
western Canada, the rig count
earlier in the year was about
650 during the peak of the
drilling season before the
spring break-up, which is the
maximum given the limited
number of people in the
region who can operate these
rigs. It has been a very good
year for us so far.

About 95 percent of what

we sell in western Canada

is OCTG produced at TMK
IPSCO’s U.S. facilities. Interest
in TMK Premium’s ULTRA™
line of premium connec-
tions has been one of our
highlights so far this year,
particularly the ULTRA-DQX™
connection. We were awarded

M The top of the Calgary Tower
affords a fantastic view of the city.
The floor of the observation deck is
glass,and the tower is built at such

a slope that, when looking below,
one can fully enjoy its height,
which reaches up 191 meters.

trial orders and are pursuing
follow-up business. We are
also working on trial orders
for Russian seamless OCTG
products that meet Canadian
specifications to complement
the U.S. product range.

More than 90 percent of drill-
ing for hydrocarbons occurs
in three provinces: British Co-
lumbia, Alberta and Saskatch-
ewan, with Alberta being the
biggest. TMK IPSCO delivers
pipes to all three. The orders
for ULTRA-DQX-threaded
pipes have gone primarily to
gas wells in northern British
Columbia. Our ULTRA group

is currently working on a new
type of connection for use

in thermal operations, which

will allow us to take advan-
tage of the oil sands projects
in Alberta.

Yes, Canada is similar to

the U.S.and we have a set
of OCTG distributors that
are unique to this market.
Just as in the U.S., there may
be occasions when we will
work directly with the end
user.

The Canadian market is very
seasonal, which has a lot to
do with weather conditions.
The rig count is at its highest
in winter, when the ground
is frozen. Then every year
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when the weather begins to
warm up and the ground be-
gins to thaw, activity comes
to nearly a complete stop.
This time varies from year
to year, but is referred to as
spring break-up. The activ-
ity gradually begins to pick
back up when the weather
and ground conditions make
moving equipment to well
locations possible again.
Another difference be-
tween the two markets is that
the market for pipe products
tends to be more stable in
Canada than in the U.S., which
affects to a certain extent the
way we work.
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EUROPE Is A MOSAIC

i In 2009, radical changes were made to TMK’s European sales practices. The company

i switched its trading houses from scattered sales of tubular products by separate companies

i to a comprehensive and unified promotion of the TMK Group’s entire range of tubular

i products to European clients. In an interview with Adrian Popescu, President & CEO of TMK’s
European Division, we learn the details of the new distribution system.
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)) TRUCTURE OF THE EUROPEAN DIVISION

TMK'’s European Division is a conglomerate of four companies located in

Romania, Germany, and Italy.

Romania has two of the division’s manufacturing units: TMK-Resita in Resita

and TMK-Artrom in Slatina. Slatina also houses the Management Unit, whose task
is general operational management of TMK'’s European Division.

The office of TMK-Europe’s commercial office is located in Cologne, Germany,

and it specializes in sales of TMK-made pipe. In addition, TMK-Europe performs
engineering procurement tasks for TMK’s manufacturing units in Russia and
Romania. Finally, TMK-Italy’s sales office in Lecco handles the distribution of TMK-

made tubular products.

Mr. Popescu, what provided the im-
petus for the change in your sales
strategy?

The fragmentation of European
sales had been one of our key short-
comings. TMK-Europe, TMK-Italy,
and sometimes TMK-Artrom as well,
sold Romanian products separately
and sold TMK’s Russian-made tu-
bular products. The uncoordinated
sales policy within the group some-
times even created competition,
which hurt our business.

So in 2009, we decided to
change our sales policy. First, we
did away with the division whereby
teams worked only with Romanian

66

pipes or only with Russian pipes.
From then on, sales teams began
to sell the full package of prod-
ucts from the TMK Group of com-
panies, regardless of their country
of origin.

At the moment, Romanian pipes
remain the main product we sell,
but given the constraints of the
size range, it is well complemented
by products from TMK’s Russian
plants.

How hard was it to create a unified
distribution system?
It wasn’t easy. After numerous
attempts and possible solutions,
analyzing schemes, each more
complicated than the previous, we
understand that simple is better. We
decided to take advantage of our
more than 25 years of experience
managing business operations in
Romania, Italy, and Germany, when
we, the European sales manage-
ment team, reattempted various
ways of working.

We built the system on several
fundamental principles. First, it
had to be a single, unified whole.
Second, we didn’t want to create
additional structures, so we decided
to use the existing management
and staff. Third, we agreed to retain
a unified logic and the necessary
sales flexibility. And finally, we
clearly stipulated that the new sys-
tem of sales units would be the sole
seller of TMK products regardless of
the point of sale.

What problems did you have

to face?

Europe has many business tradi-
tions. Together with a variety of
languages and cultures, this creates
enormous problems in the develop-
ment of a common sales methodol-
ogy. The traditions are so varied
that they can only be compared to a
mosaic comprising the business cul-
ture of a multiethnic Europe. Even
5o, we managed to combine the
pieces of the mosaic according to
their similarities and to determine
the basic principles of the most ef-
ficient sales organization, from our
standpoint.

We didn’t just have to change
our clients’ mindset; we had to
change our own. To sell Russian
pipes on the European market, we
have to make a much greater effort
than to sell Romanian pipes. The EU
market is protected by trade mea-
sures that seek to prevent dumping.
In this context, selling Romanian
products is much easier. Even so,
we believe we have achieved our
objective.

How does the sales management
system look in terms of
organization?

We divided the European business
space, both inside and outside

the European Union, into three
zones. The first is the responsibil-
ity of the TMK-Europe sales team
and includes central and northern
Europe. The second is southwestern
and western Europe; the TMK-Italy
sales team is responsible for it. The
TMK-Artrom sales team works with
the Balkan countries and southeast-
ern Europe.

The first two zones are the
responsibility of Luca Zorzi. The
Balkan zone is headed by Valeru
Mustatd, who heads the busi-
ness and logistics unit, as well as

After numerous attempts and possible solutions, analyzing schemes, each more
complicated than the previous, we understand that simple is better
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administrative operations at both
Romanian facilities.

As for tenders and bidding on
major projects, we did not apply
the principle of geographic divi-
sion here, because this area is the
responsibility of TMK-Europe.

Could you boast a bit about the
success the reorganization of your
sales system has brought?

The results are noticeable. Even
during the crisis, TMK managed to
enter new niches in the European
market and start selling its products
where we have never been. I'm
talking about Poland, the Baltic
countries, the UK and Bulgaria.
Every year, our sales volume grows,
but the most important thing is
that we can see a noticeable trend
of growth in sales of value-added
products.

Today, direct sales in the desig-
nated geographic zones of Europe
(save for participation in major
projects and spot sales) look as
follows: southwestern and western
Europe account for the biggest
order volumes at 39 percent, central
and northern Europe is second with
36 percent, and the other quarter of
our sales comes from the Balkans
and southeastern Europe.

Have you unified your European
logistics?

Deliveries of Romanian-made
tubular products are strictly central-
ized. Employees of the TMK-Artrom
Business and Logistics Directorate
look after this.

TMK-Artrom is responsible for
delivering its products to end users
within Europe, but for export opera-
tions outside Europe (sales involv-
ing TMK IPSCO in North America,
TMK-Middle East, and TMK-Global),
it provides logistical support up to
the loading port on the border of
the European Union.

How have the changes affected
marketing?

The organization of marketing
operations has proven an interest-
ing task. We decided not to hire
additional staff, but to perform a
series of tasks with our existing
workforce.

We held a series of consultations
on the subject. At one of our regular
general meetings of sales teams, it
was decided that sales teams would
submit monthly reports on key
events during the reporting period.
The reports are sent to the market-
ing department of the TMK-Artrom
management unit, where they are
transformed into a consolidated
monthly report. This is a detailed
and up-to-date account of the
European market as a whole. Then
the information is distributed to
all sellers in the division, making
it possible for them to see the big
picture.

What work practices do you use to
improve sales efficiency?

To maintain the most efficient
relations between the sales teams
and the technical specialists of
the European Division, we have a
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To sell Russian pipes on the
European market, we have to make
a much greater effort than to sell
Romanian pipes. The EU market is
protected by antidumping measures
against “tempting” products from
Russia. In this context, selling
Romanian products is much

easier. Even so, we believe we are
managing our objective of selling
the full line of TMK products

tradition that we have supported for
three years now. It has actually proven
itself. This tradition involves holding
meetings between employees of our
European companies for joint discus-
sion of key issues: sales performance
and plans, technical analysis of prod-
uct quality issues, effective pricing
methods, etc.

These meetings are held twice a
year. The host is one of the Division’s
companies. Salespeople, technical
specialists, logistics specialists, and
representatives of production and
business units are attendees. All issues
are discussed openly, and all ideas and
opinions are considered. At the end of
the meeting, deadlines are set, aims
and objectives are clearly stated and
necessary measures are identified.

Have you managed to create a unified
IT infrastructure?

We are in the process of IT integration,
as it’s true that the development of
many aspects of the operation of TMK’s
European Division is being held back
due to the inability to interact effec-
tively online.

The project to convert all division
members to a unified IT system was
launched at the beginning of the year
and is to be implemented in several
stages. It will provide both the sales-
people of TMK’s European Division and
other participants in the sales system
with access to a unified database. They
will all be able to review steps of order
fulfillment online, from manufactur-
ing to finishing and inspection, all the
way to detailed information on order
shipment.

Valeru Mustata, Deputy General
Manager of TMK-Artrom
and TMK-Resita:

Our department sells TMK-
Artrom-made seamless pipes for
industrial applications, including

pipes for machine building and automotive
manufacturing. The TMK-Artrom sales
team is responsible for European sales of
both Romanian and Russian products. We
supply products directly to our customers
in Romania, Hungary, Serbia, Bulgaria, and
Macedonia. With our American colleagues,
we arrange export deliveries of TMK-

Luca Zorzi, General Manager of
TMK-Italia and Authorized Trade
Agent for TMK-Europe:

The European Division’s trading
companies coordinate the sales
of the TMK Group’s products

in two zones simultaneously: TMK-
Europe in central and northern Europe
and TMK-Italia in southwestern and
western Europe. Additionally, TMK-Europe
performs engineering procurement for
TMK’s manufacturing units in Russia and
Romania. Sales teams work directly with
the end users in assigned geographic
zones of responsibility, collecting and
transmitting enquiries for TMK-Artrom’s
management unit regarding Romanian
products or Russian-made products from
Trade House TMK in Moscow. They also
coordinate the placement of incoming

Artrom products to the American market.
Our department has several main areas

of emphasis: the sales team makes direct
sales of TMK-Artrom products in the Balkan
region, and back office employees plan and
support sales of TMK’s trading houses in
Europe and beyond. The sales logistics team

of the European Division and the marketing
department also work with us.

Our customers know we are always open
for dialogue and willing to answer their
questions at a moment’s notice. All this
would be impossible without the teamwork
of all divisions of the TMK Group.

orders. Representing TMK in major
projects and tenders in coordination with
Trade House TMK is another important job
for us.

TMK-Europe operates two sales
units specializing in the sale of welded
and seamless tubular products that
make up the sales department. The
TMK-Italia team consists of sales
representatives and a back office group
to support transactions. The language of

W
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communication for sellers in the European
Division is English, because the teams

are multinational. They include Germans,
Italians, Romanians, and Russians. But

this doesn’t prevent smooth operation;

to the contrary, it expands the range of
capabilities for establishing contacts and
better understanding among our partners
and colleagues at TMK.
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he first attempts at
North American sales
were difficult, to say
the least, and the re-
sults were poor. Artrom
began in the shadow
of Romanian pipe
makers such as Zalau Silcotub (now
Tenaris) and Petrotub Roman (now
ArcelorMittal), which had already
proven themselves on the OCTG
markets. The problem was aggravat-
ed by the fact that over 90 percent

of the North American market was
for OCTG. The Slatina plant was
underequipped for production and
appropriate inspection of products
for this market segment, although
the company did produce pipes for
the oil industry. Even so, from the
standpoint of the Romanian pipe
industry’s level of modernization in
the 1980s and 1990s, Artrom’s facil-
ity was equipped with fairly modern
lines to manufacture seamless pipes
for machine building.
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The company debuted in the
mid-1990s. Artrom contracted with
several American trading compa-
nies, including Crispin. ‘At the time,
all existing business channels on
the North American market were
focused on OCTG products, and
the only thing we could offer that
market in terms of our profile was
coupling stock and ‘green’ cas-
ing,” explained Alexander Neamtu,
head of TMK-Artrom’s engineering
department.

GROWING PAINS

The reaction of the American
market, considered among the
most discriminating in the

world, was predictably negative.
Romanian pipes did not meet

the market’s high standards.
Artrom lacked the equipment and
experience to compete with more
efficient manufacturers. For a
period of about three years, things
went well, but only thanks to
inertia and the professionalism of
the Romanian engineers. They took
risks and fulfilled orders without
appropriate technical gear and
proper inspections. “We took the
first steps, pushing the envelope
of our manufacturing capability,”
admitted Neamtu.

“GOOD TO SEE YOU AGAIN!"
The 2000s were marked by large-
scale privatization and timid at-

tempts by Artrom to reenter the U.S.

market with a wider assortment of
products. The company’s contacts
with Canadian buyers helped.
One auto parts and safety air-bag
manufacturer saw good potential in
Artrom’s line of pipes for machine-
building. That gave it an entry to
the U.S.and Canadian market for
these pipes.

Artrom delivered its products
in partnership with a mid-range
distributor well known to the North
American automotive industry. “Our
customers used products of our
supply partly in their auto-parts
manufacturing shops and partly for
sales in the northern U.S., where
important auto manufacturing cen-
ters are located,” recalled Neamtu.

All that time, Artrom continued
to deliver OCTG to customers in
Houston. And over time, casing
sales on that market even grew.
However, the product quality still
left something to be desired, lead-
ing to new technological problems
with the company’s customers. So
Artrom’s employees and partners

Supply dynamics of TMK-Artrom products to the U.S.
and Canada (years, tonnes)

Year
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Tonnes
808
4,488
7979
9,710
12,616
15,360
19,913
24,551
6,241
21,968
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gradually came to believe that
the most suitable North American
market for Artrom’s products was
not the OCTG market, but machine
builders.

Once again it was no easy task:
customers wanted perfection, but
Artrom had to restore its good
name, which had suffered from the
OCTG problems.

“We learned our American lesson
well, but step by step, we began to
develop in a new direction,” said
Neamtu.“l can say that it wasn’t
until we finally found our place on
the North American market that we
started our business in that region.”

The further success of Artrom,
which by then had been acquired
by TMK, was aided by the pipe
company management’s decision
to form TMK-North America in
Houston. TMK organized its trading
house in 2005 to promote TMK-
made pipe, including products for
machine builders, in both the North
and South American markets.

The American market forced the
Slatina facility to adapt to the spe-
cific needs of overseas customers—
to develop heat-treating capacity
and learn to make new value-add-
ed products. Artrom’s technological
breakthroughs were supplemented
by the distribution skills of experi-
enced sales-people from the Trade
House TMK’s American branch.

The results of this alliance were
dazzling. In four years, from 2004
to 2008, Romanian pipe sales in
the U.S. jumped 250 percent, from
10,000 to 25,000 tonnes, and last
year, after the collapse of 2009,
they practically returned to their
pre-crisis levels.
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ALL ROADS LEAD
TO NORTH AMERICA
TMK-Artrom chose the market
niche where it was most competi-
tive in terms of price and quality.
Only elite pipe makers for machine
building dare to enter it. Today, 60
percent of TMK-Artrom’s products
are this class of pipe, of which
some 25 percent are destined for
North American customers.
American pipe users get the
most of their customer status to
make the best choice from the
large number of competing offers
on the market.“In the past year,
several delegations from the U.S.
visited us and performed audits and
a series of very strict certifications.
They studied our entire manufactur-
ing process, from the collection of
scrap metal to the finished product,”
explained TMK-Artrom’s Quality
Manager Magdalena Popescu.

HOW TO WIN
AMERICANS’TRUST
TMK-Artrom was forced to walk a
difficult and torturous path to win
the trust of the customers who
require perfection from their suppli-
ers. Audits and certifications proved
to be effective ways of convincing
discriminating partners in the U.S.
“In general, they prefer to perform
customer audits through which they
can evaluate us,” Popescu explained.
“So for example, in order to be confi-
dent of the quality of TMK-Artrom’s
pipe, American customers ordered
an English specialist company to
perform a preliminary audit of the
TMK-Resita and TMK-Artrom facilities.
And only after receiving positive
results did they come in person.” This
convinced the American customers
that they were dealing with a worthy
manufacturer and they recommend-
ed adding TMK-Artrom to their lists
of approved suppliers. “The fact that
they listed us is the best confirma-
tion of our effectiveness,” concluded
Popescu.

Winning the American customer
isn't enough. You have to continu-
ously keep up relations with them
at a certain level, said Neamtu, who
explained that Americans value
personal relationships very highly.

“After my trip to the U.S., there was
an order inflow. We believe great

The American market forced
the Slatina plant to adapt to
the specific needs of overseas
customers—to develop heat-
treating capacity and learn

to make new value-added
products

distances between partners neces-
sitate the provision of additional
security and reliability. They come
out of personal contacts.” Popescu
is also convinced that customers
must be given support. “Many prefer
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working with us from the technical
standpoint, but quality and delivery
times are equally important param-
eters. Americans are very price-
sensitive, but they are even more
sensitive to quality. They are willing

to pay a higher price for quality
goods,” he said.

ARTROM IMPROVES THE
MECHANICAL PROPERTIES

OF ITS PIPE

The Romanian facility is undertak-
ing steps to adapt its product line to
the requirements of the U.S. market
and further increase the proportion
of products with increased added
value. In particular, this refers to
pipe hardening and tempering,
which are not yet in such demand
in Europe. These operations permit
TMK-Artrom to improve its pipes’
mechanical characteristics, which is
vitally important given the specifics
of their application.

As of today, pipe for machine
building and coupling stock are
the two main types of TMK-Artrom
products for American custom-
ers. The size range is fairly wide:
outside diameters from 60.3 to 230
mm [2.37-9.06 in.] and wall thick-
nesses from 10 to 60 mm [0.39~
2.36 in.]. Pipes with enhanced me-
chanical properties account for a
substantial share of the Romanian
company’s output. “Our portfolio
consists mainly of orders for low-
alloy steel pipes, where our profit
margin is the highest. It meets our
expectations,” said Neamtu. “In
working with carbon steel, it’s hard
to count on a similar result: the
strong competition affects the price
and accordingly the profit,” said
Alexander Neamtu.

Unfortunately, the Romanian
company faces certain manufactur-
ing constraints. “For this reason, we
wanted to increase our capacity for
hardening by installing additional
equipment,” said Neamtu. “This
would enable us to work with great-
er wall thicknesses, over one inch.
We did install a new furnace and are
preparing a separate production line
to perform hardening and temper-
ing. In the next three years, we plan
to carry out an investment program
that will make us more flexible in
making pipes for the machine-build-

ing and power-generation industries.”

A PROMISING FUTURE
OVERSEAS

TMK-Artrom’s future in the U.S. de-
pends on the continuous improve-

ment process that began more than
15 years ago and has now reached
a stage of relative maturity. The
ability to respond quickly to market
demands, in combination with
steps to adapt products to particu-
lar overseas orders, is important in
adapting the company’s operation
to the American market. “But the
challenges of the future are not
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In-four years —from 2004 to 2008 —
sates volumesof Romanian pipes

i Anerica grew by’250 percent: from
10,000 to 25,000 tonnes

at all for the faint of heart,” ad-
mitted Popescu. “The market we
have entered is so technologically
advanced that pipes are really no
longer just pipes. This may be why
the U.S.is the only country that
has developed separate standards
for mechanical pipes. In the future,
| don’t think they will be called

‘pipes, just... something different” m



business community

A WEEK TO CELEBRATE —

| TMK actively participated in all aspects of OTC 2011, which took place May 2-5 at the
i Reliant Center in Houston, showcasing an innovative booth attended by numerous
: visitors and customers, and a 1920s-themed gala party served as the highlight and

: culmination of the event.

IPSCO Chair-
man Piotr
Galitzine

perched in front of the stage, a
replica of the setting at Chicago’s
famous Green Mill jazz club. He sat
quietly, enjoying the music of New
Orleans’ own Delfeayo Marsalis on
trombone, accompanied by a full
quartet, as they performed jazz
standards of America’s early 20th
century.

“This band is fantastic,” Galitzine
mused. “We’ve really outdone our-
selves. We have managed to create a
big, high-end event, with a personal,
family feeling. TMK really is the talk
of the town.”

The high-end event that Piotr
Galitzine was speaking of was a
1920s-themed gala party, which was
hosted by TMK and held on May 4 at
Tony’s Restaurant in Houston as part
of the Offshore Technology Confer-
ence (OTC) festivities. More than
350 attendees, including TMK and
TMK IPSCO senior officers, numerous
high-ranking customers and their
guests, came to celebrate not only
TMK IPSCO’s success, but also the
10th anniversary of TMK.

Party guests, dressed in zoot suits,
flapper-style dresses and cocktail at-
tire, dined on a gourmet selection of
meats, cheeses, seafood, chocolates,
and desserts, as well as enjoyed
mint juleps and signature cocktails.
Alongside the world-class band, a
cabaret singer and dancers took the
stage to perform classic numbers.
The décor included ice sculptures
and a 1920 Rolls Royce. Models
carrying tommy guns and wearing
feather boas greeted guests as they
arrived.
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We were able to showcase our latest
technology, as well as organize
a party in high style
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TMK IPSCO President and CEO
Vicki Avril'spoke to the crowd of VIPs
in attendance that evening. “This year
marks the 10th anniversary of TMK,”
she said. “TMK IPSCO has been part
of the TMK global family for the last
three of those 10 years, and in that
time, the company has climbed to the
top of our industry. Our accomplish-
ments are due to a number of factors,
such as the start-up of new produc-
tion equipment, advancements in
our technology, enhancements to our
existing manufacturing operations,
and dramatic changes to our industry
environment, especially in relation to
horizontal drilling in the major shale
plays.”

“But most of all,” she added, “we
Oowe our company’s success to our
customers, suppliers and employees.
Without our customers, none of
what we do would matter”

While the party served as the
highlight and culmination of the
event, TMK actively participated in
all aspects of OTC, which took place
May 2-5 at the Reliant Center in
Houston. OTC is the world’s fore-
most event for the development

of offshore resources in the fields
of drilling, exploration, production,
and environmental protection. The
conference drew more than 78,000
visitors (the most in 30 years), with
more than 2,500 exhibiting compa-
nies from 40 countries. More than
110 countries were represented at
the conference, which ranks among
the top 10 trade shows in the U.S.in
terms of attendance.

OTC is the premier event TMK
showcased an innovative booth at
the conference - a modern two-story
design resembling the company’s
international displays. Featuring two
large monitors, sleek modern styling,
and a bar and lounge, the exhibit
featured the latest products offered
by the company. On the lower level,
visitors and customers were able to
learn about the new products using
a newly developed iPad application
(see sidebar story), and then enjoy
premium Russian vodka upstairs.
Specialists from both TMK and
TMK IPSCO introduced OTC visitors
to the company’s promising new
developments and projects. “OTC is
the premier event in our industry,”

said Scott Barnes;Vice President and
Chief Commercial Officer at TMK
IPSCO. “Our presence at OTC was
designed to give our guests an in-
novative experience. From showcas-
ing our latest technology to feasting
and celebrating at a party in high
style, we created an event that was
both meaningful and memorable for
our guests.”

Also coinciding with OTC, on the
afternoon of May 3, TMK hosted
a groundbreaking ceremony for
the company’s new Research and
Development Center (see related
story, “New Era of R&D Begins in
Houston”).

Finally, TMK took part in an OTC
2011 Round Table on May 3, which
was sponsored by the Russian
Chamber of Commerce of Texas
(RCCT). Piotr Galitzine, Chairman of
TMK IPSCO; Sergey Bilan, Vice Pres-
ident of Marketing and Premium
Product Development at TMK; and
Vladimir Shmatovich, Vice President
of Finance and Business Develop-
ment at TMK, were participants in
the discussion, which centered on
offshore drilling.

TMK IPSCO Creates
iPad Application for
U.S. Sales Team

In April 2011, TMK IPSCO unveiled a new iPad application featur-
ing TMK Premium’s line of ULTRA™ connections. The app is an
interactive tool for the sales and technical teams to communi-
cate the value of TMK’s ULTRA Premium Connections to custom-
ers at all levels of an organization—from drilling engineers to
purchasing.

“When we designed the app, we wanted the tool to be able
to answer our customers’ most common questions instantly,” said
Elizabeth Rudnick, Manager of Marketing Research and Analysis
at TMK IPSCO.“It’s been very exciting to see our customers
impressed as the team utilizes the app at trade shows and on
customer visits. It's energizing to showcase our innovative prod-
ucts in a culturally relevant way.”

Along with a company overview detailing TMK’s global pro-
duction and commercial footprint, the iPad application contains
in depth information on each of the ULTRA connections. Each
product description explains the connection’s key features along
with a map showing the complex shale plays in which they have
been used. Additionally, users are able to generate technical
data sheets for each connection based on inputs for nominal OD,
nominal weight and grade. Once these specifications have been
set, users can then email the data sheets directly to customers in
PDF format.

A second version of the iPad application is currently being de-
signed to include information on TMK’s Russian connections and
new ULTRA connections. The new version of the iPad application
is scheduled to be released in the fall of 2011.
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IGOR PYSHMINTSEYV, General Director of RosNITI

The establishment of the R&D Center in Houston is a natural and well thought out step. | know this
project well, as we repeatedly met with our American colleagues to discuss the idea of establishing
such a center. We also discussed the necessary equipment and the areas in which the center would
collaborate with RosNITI. This is a logical development since the tasks that our researchers and our
engineers face are very similar on both sides of the ocean. Last year, we began our first joint project to
modernize the physical and computer modeling technologies that are used in the continuous rolling
of enhanced precision pipes. Our first experience of collaboration was a good learning experience, and
this year, we mapped out an expanded program that takes into account the growing opportunities on
both sides. This center will allow for significant strengthening of the company’s research potential by
bringing researchers and developers together and giving them access to all the necessary equipment. |
congratulate everyone on this event and heartily wish my American colleagues the greatest success.

30 YOURTUBE

:"L

e TR

The Research & Development Center puts our company at-

the cutting edge of technology. Not only will we have some
of the world’s best equipment and processes here, but we'll
have some of the world’s top professionals in the fields of
engineering, science, manufacturing and metallurgy

the company has generally relied
on third parties to perform much of
the connections testing and metal-
lurgical inspection in the U.S. to
ensure its pipes meet the highest
quality standards. Once opened, the
Research & Development Center
will bring in-house much of the
work involving simulation, model-
ing and analysis that has been
performed by outside providers.
This highly important work cov-
ers all areas related to pipe design
and inspection, including alloy
design, welding, mechanical forming,
connection integrity, non-destructive
testing, and others. Finally, the
center will also work to improve the

quality of steelmaking itself, engag-
ing in a wide range of metallurgical
research involving both carbon-and
micro-alloyed steels.

BUILDING RESEARCH
RELATIONSHIPS

Although the center will represent a
major new direction for TMK IPSCO,
it will also continue the tradition of
excellence in research and innova-
tion in the wider TMK family. The
new center will serve both Russian
and U.S. engineers and will collabo-
rate with numerous organizations,
including MIT and several other top
industrial forums, research labs and
universities.

Finally, the new TMK IPSCO Re-
search & Development Center is ex-
pected to work closely with the Rus-
sian Research Institute for the Tube
and Pipe Industries (RosNITI), which
has been part of TMK since 2007 and
is celebrating its 50th anniversary this
year. “This is a very exciting endeavor,”
said Pras Adhikari, Vice President
and Chief Technology Officer at TMK
IPSCO. “The Research & Development
Center puts TMK at the cutting edge
of technology. Not only will we have
some of the world’s best equipment
and processes here, but we’'ll have
some of the world’s top professionals
in the fields of engineering, science,
manufacturing and metallurgy”
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30 YEARS ON,
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i The northern Kentucky town of Wilder,
i situated a few short miles from the mouth

of the north-flowing Licking River, is a

special, if somewhat accidental, place.

Located just beyond the historic towns
of Newport and Covington, Wilder was
incorporated in 1935 to provide a home for

i the workers employed at the Newport-based

i Andrews Steel Company’s south plant.

his year, the Wilder facility, now
owned by TMK IPSCO, is celebrating
its 30th anniversary of continuous
operation and holds the distinct
honor of being the company’s oldest
facility, a site where the history of
steel production goes back much
further, to just after the Civil War.

MORE THAN A CENTURY IN THE MAKING
Steelmaking in this part of northern Kentucky dates
back to 1867 when Alexander Swift of Cincinnati
founded the Swift Iron and Steel Works in Newport,
which was later bought by two brothers and incor-
porated as the Andrews Steel Company. In 1935, the
Andrews brothers relocated enough of the company’s
workers to the area around its south plant to for-
mally incorporate the town of Wilder.

Benefiting from its location along the Licking
River, as well as good rail connections, the plant’s
business continued to grow, and by the 1940s, it
had begun to manufacture pipe for the oil and
gas industry. Several changes of ownership-in the
1940s and 1950s'led to its renaming as ACME
Newport Steel, and in the early 1960s, as Interlake
Steel. I

Interlake continued to operate the plant untit™
August 1980, when it made the decision,je'ﬂ'ose its
Newport and Wilder operations after the local union
refused to accept the company’s new contract offer.
Approximately 1,200 workers lost their jobs when
the plant shut down, and according to local news re-
ports at the time, Newport’s municipal finances were
thrown into crisis with $200,000 in lost occupational
and payroll taxes.

After Interlake closed the plants, four members of
the management team—Clifford Borland, Ray Bittner,
Ron Noel and Dennis Eggleston—came together to
form Newport Steel, which reopened the facility in
Wilder on April 20, 1981.

Newport Steel was renamed as the NS Group in
1984, and the company proceeded to make a number
of major acquisitions, including Erlanger Tubular in
Catoosa, Oklahoma (1986), Koppel Steel in Koppel
and Ambridge, Pennsylvania (1991), and Curley’s -
Machine Shop in Odessa, Texas (2006). Ul
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Although problems of high operat-
ing costs and low steel prices
forced the NS Group to make a
number of difficult changes at
Wilder, including the closure of

the plant’s melt shop and hot strip
mill in 2001, other improvements
following Wilder’s reopening—
especially the installation of the
16-inch pipe mill in 1984—had
created enough value to make the
facility attractive enough for Can-
ada’s IPSCO to purchase in 2006.
Two years later, in 2008, IPSCO’s
tubular assets, including the Wilder
facility, were sold to Russia’s TMK
Group, which was fast on its way to
becoming one of the world’s largest
pipe producers.

CELEBRATING PAST AND FUTURE
Like many plants in the steel indus-
try, Wilder has experienced ups and
downs, as well as periods of closure
and uncertainty. But unlike many, it
has pulled through difficult times

to become one of the regional
industry’s most important players.
This year’s 30th anniversary cel-
ebrations have therefore given the
plant’s employees and management
alike the opportunity to appreciate
how far they have come.

The recovery of the plant’s business in 2010
after a difficult 2009 has paved the way for

a number of exciting new investments that will
improve operational efficiency and add value

for TMK IPSCO’s customers

“This is a year for all of us at
Wilder to look back proudly at our
past successes and to honor our
employees who have been with us
these 30 years,” said Jim Truskot,
Plant Manager at Wilder. “But 2011
is also a year when we can look
forward with confidence to a bright
future at Wilder.”

Today, Wilder is one of four TMK
IPSCO facilities that manufacture
welded tubular products. Its 16-inch
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mill—its main production asset—
manufactures OCTG casing, line
pipe 5L, standard pipe and piling
A252.There is also an 8-inch mill
that serves to relieve TMK IPSCO’s
facilities in Blytheville, Arkansas and
Camanche, lowa when they reach
full capacity. As anyone who visits
the Wilder facility today can see,
the future is the primary focus for
its 293 employees. The recovery of
the plant’s business in 2010 after a
difficult 2009 has paved the way for
a number of exciting new invest-
ments that will improve operational
efficiency and add value for TMK
IPSCO’s customers. One of the most
important efficiency-related im-
provements has been the elimina-
tion of the intra-rail system that
transports pipe out of the mill. The
project began earlier this year and
has largely been completed.
“Reduction of intra-rail service to
the 16-inch pipe mill has already
lowered our costs,” said Truskot.
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2 Michael Bergfeld, Project Manager at Wilder, stands in his future office at the plant’s new
threading facility.
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“We have saved in terms of man
power and improved the safety of
our shipping bay, which has already
helped us to be more cost competi-
tive in the marketplace.”

Another major investment at
Wilder this year has been the
installation of two new end facing
machines, which have filled a need
to improve bevel quality and meet
the current production demands of
the mill.

“The new end facers at Wilder
have greatly increased the efficien-
cy of the process flow in the north
end of the mill,” said Dave Died-
erich, Director of Welded Opera-
tions and Interim Chief Operations
Officer at TMK IPSCO. “The previous
end facing units caused significant
bottlenecks in our production
process at Wilder, so we are quite
pleased with the greatly improved
efficiency in that area”

The addition of a Work In
Progress (WIP) system was another
exciting development at Wilder
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Aside from these operational investments,

the Wilder facility is also seeing
a physical transformation

2 Construction work on Wilder's new threading facility is proceeding rapidly.

this spring. Designed to separate
the operations of the plant’s weld
line from the finishing line, which
operate at different speeds and ca-
pacities, the new WIP has provided
more balanced and continuous op-
eration while reducing the impact
of changeover and downtime.
‘Along with the new end facers,
the new WIP handling equipment
has already enhanced the efficiency
of the process flow on the mill and
finishing lines,” said Diederich.
Aside from these operational in-
vestments, the Wilder facility is also
seeing a physical transformation. The

=

staff enjoys a newly renovated office
building, and many of the abandoned
buildings have been removed. New
siding on the 16-inch mill provides
better insulation, which not only
improves temperature control inside
the mill but also reduces noise levels
for the plant’s neighbors in Wilder.

BRINGING THREADING ON SITE
The biggest investment taking
place at Wilder this year is the
construction of a new thread shop,
which began in early March and

is expected to be commissioned

in late summer and achieve full
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production capacity by early 2012.
This facility will thread Wilder’s full
range of welded tubular products
according to API standards and will
significantly reduce cost associ-
ated with shipping products to TMK
IPSCO's facilities in Catoosa, Okla-
homa and Camanche, lowa, which
currently thread Wilder products. It
will also bring significant savings
in terms transporting products to
the company’s customers in the
nearby Marcellus shale region.

“We don’t necessarily sell a lot of
product locally, but being able to
ship to our customers in the east
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will be much easier once threading
can be done on site,” said Truskot.

The new threading facility will
feature one API thread line, a qual-
ity gauge room, an electrical room,
offices and break facilities, as well
as storage space for couplings and
caps. The thread line’s team will
consist of two crews totaling 14
hourly employees who were hired
entirely from within Wilder, as well
as a supervisor. One of the most
significant features at the new
facility will be a robot designed to
handle the large couplings that will
be threaded on site.

IPSCO Wilder Works

Ipsco tubulars [Iir.ntuuliy) ING.
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“This will be the first such robot
to be used at TMK IPSCO,” said Die-
derich. “We’re planning to introduce
others as we move toward the use
of higher technology at our various
facilities”

Overseeing the construction
process is Michael Bergfeld, Project
Manager at Wilder, who will serve
as Threadshop Operations Manager
once the threading facility is com-
missioned.

“It has been exciting to be leading
this project from the beginning, and
we're looking forward to com-
missioning later this summer and
working our way to full produc-
tion capacity early next year,” said
Bergfeld, a native of Iron Mountain,
Michigan who holds a degree in Me-
chanical Engineering from the Rose

Hulman Institute of Technology and
has been with TMK IPSCO since
April 2008. Apart from oversee-

ing the Wilder threadshop project,
Bergfeld has also served as a project
engineer at the company’s facility in
Camanche, lowa and has worked on
projects at the plants in Blytheville,
Arkansas and Geneva, Nebraska.

GROWING WITH TMK

Just as Cincinnati’s vibrant skyline
has matured just across the Ohio
River, the Wilder facility has come a
long way and overcome numerous
challenges since it was reopened
by Newport Steel 30 years ago. Yet
despite all the tough times, more
than 100 of the original employees
from the plant’s opening in 1981
are still at Wilder today.m

“Even 20 or 25 years ago, people would have gone crazy if they had found out that we would be bought

by a foreign company,” said Steve Schultz, Director of Human Resources at Wilder, who celebrated his
30th anniversary in April. “But now, we're all aware that globalization is here to stay and that it's a good
thing. I'd say the transition over these past couple of years has been pretty seamless.”
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IMMUNE TO CORROSION

Text: Sergey A. Rekin, Doctor of Technical Sciences Managing Director, TMK-Premium Service

In May, TMK introduced a new high-tech product to the Russian market: Grade L80 tubing
made of steel containing 13-percent chromium with TMK FMT premium connections. TMK
is Russia’s first manufacturer to master the production of pipes from this grade of steel for
use in hydrocarbon extraction.
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In highly corrosive environments,
casing and tubing of martensitic
steels containing chromium have
been used successfully. Steel with
13% chromium demonstrates high
corrosion resistance. The technical
requirements for Grade L80 are
formulated in APl 5CT.

Steel pipes with 13% chromium
are currently used in the Russian
oil and gas industry but they can
only be purchased abroad. Given
the increasing importance of solv-
ing problems related to carbon
dioxide pipe corrosion, TMK began
developing new corrosion-resistant
pipes in 2005. On its 5500 extru-
sion line, the Volzhsky Pipe Plant
manufactured a trial batch of
139.7 x 9.19 mm [5%2 x 0.362 in.]
casing and 153.7 mm [6.05 in.] cou-
plings to work out the technology
to produce the required geometry
and mechanical properties to meet
API Spec. 5CT for 13Cr pipe of
Grade L80.Then the Sinarsky Pipe
Plant and Taganrog Metallurgical
Works (TAGMET) carried out stud-
ies to develop the technology to
thread TMK FMC connections and
copper plated couplings for the
new pipe. Specialists from the Rus-
sian Scientific Research Institute
of the Pipe Industry (RosNITI) and
TMK’s Russian plants developed
a program to test for compliance
with Gazprom’s requirements and
jointly carried it out with special-
ists from Gazprom’s Russian Scien-
tific Research Institute of Natural
Gases and Gas Technologies
(VNIllgaz). The results led to a posi-
tive VNIlgaz Finding No. 31323949-
169-2007,0n the Quality and Area
of Application of L8013Cr API 5CT
Steel Made by TMK at Gazprom
Fields Whose Production Contains
Carbon Dioxide.”

The first attempt at industrial
production of the new pipe showed
that its manufacture could only be
carried out cooperatively by using
the technological capabilities
of the company’s other facilities.
These capabilities had been fully
acquired through implementa-
tion of TMK’s Strategic Investment
Program. By 2009, the program was
fully established and the latest
equipment had been installed at
the facilities. Work then resumed to

Given the increasing
Importance of solving
problems related to
carbon dioxide pipe
corrosion, TMK began

developing new
corrosion-resistant

pipes

confirm the technological feasibil-
ity of making pipes through col-
laboration between the company’s
plants on a commercial scale.

RosNITI specialists developed
the technological path for making
a trial batch. Following this path
the Volzhsky facility manufactured
a trial batch of semi-finished pipe
from billets produced by Dnipros-
petsstal in December 2009, which
it then shipped to Sinarsky. The
batch comprised 37 pipes sized
88.9 x 7.34 mm [3% x 0.289 in.]
(5.340 metric tonnes) and 19 cou-
pling pipes sized 108 x 18.5 mm
[4% x 0.73 in.] (6.21 metric tonnes).
In early 2010, the Sinarsky facility
performed hot straightening, geo-
metric inspection and mechanical
testing. Sinarsky then performed
final heat treatment and sizing of
the trial batch.

To permit further testing,
TMK-Premium Service developed
the specification STO TMK-PS
82105964-001-2010, “TMK FMT
Strength Class L80 13Cr Threaded
Tubing: Technical Specification and
Acceptance Inspection.” Specialists
from TMK-Premium Service reached
an agreement for field testing of a
trial batch of tubing at Tomskneft
(Strezhevoy, Western Siberia).
Western Siberian fields traditionally
produce highly corrosive fluids, and
given contemporary trends in cor-
rosion protection, the oil company’s
management decided to employ

TUBE

Coupling machine on the OCTG thread line
at Sinarsky Pipe Plant’s Shop #3.

TMK’s Grade L80 13-Chrome tubing
at their Chkalovskoye field where
they had found that the carbon di-
oxide environment was one of the
dominant factors in corrosion of
downhole pipelines and equipment.

A trial order for 60 metric tonnes
of pipe was placed with Sinarsky
and billets were purchased from
Dniprospetsstal. At its Shop 2, Vol-
zhsky manufactured semi-finished
plain-end pipe and performed
acceptance inspections for compli-
ance with documentation and the
STO TMK-PS specification. Sinarsky
then manufactured TMK FMT cou-
plings and performed heat treat-
ment, sizing, straightening, thread-
ing and copper plating of couplings,
screwed the couplings onto the
pipes, marked and packaged them.
The finished pipes were delivered
to Tomskneft for its Chkalovskoye
field, where they demonstrated ade-
quate corrosion resistance in highly
corrosive environments.
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In the very center of western Siberia, in the oil and gas province of the Tomsk oilmen,
swamps and the taiga are not the harshest test.1n these oilfields, ordinary steel pipes in
production wells fall apart within a few short months. Oil production in these outlying
areas therefore requires special high-strength pipes resistant to carbon dioxide corrosion.
This spring, at Tomskneft’s Chkalovskoye field, new TMK tubing made of chromium steel
passed strength tests. Specialists from TMK-Premium-Service and the Sinarsky Pipe Plant

i Joined with oil workers to run a pipe string into a well.

CHROMIUM -

THE STAFF OF LIFE

The fields in the Tomsk Region be-
ing developed by Tomskneft, whose
principal shareholders are the Ros-
neft Oil Company and Gazpromneft,
have traditionally been character-
ized by highly corrosive environ-
ments. For this reason, oil workers
have always preferred foreign pipes
manufactured from alloy steels with
good mechanical properties and
strength. Manufacturing such pipe
is difficult and laborious, so it costs
much more, both for the manufac-
turer and for the customer. How-
ever, the use of corrosion-resistant
pipes offers a noticeable financial
benefit. They not only serve their
full-rated life in the wells where

they are originally installed, they
can also be reused in other projects.
This applies primarily to tubing,
which can be reused several times.
Supporting the maximum number
of times a pipe can be assembled
and uncoupled is a critical customer
requirement for tubing.

The 13-percent chromium
steel pipe developed by TMK and
offered for industrial testing at
Tomskneft's Chkalovskoye field is
the first Russian equivalent to this
high-strength product. The Grade
L80 Crl3 tubing with a diameter
of 73.02 mm [2% in.] and a wall
thickness of 5.51 mm [0.217 in.]
with TMK FMT connections was
manufactured for TMK-Premium
Service in collaboration between
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the Volzhsky and Sinarsky plants. In
March, a trial batch of 700 pipes
was delivered to Strezhevoy, the
center of the Tomsk oil industry.

In April, Vladimir Churkin, head of
TMK-Premium Service’s service divi-
sion, and process engineers Vadim
Khvostantsev and Dmitry Taskin of
Sinarsky Pipe Plant were sent to the
Chkalovskoye field to collaborate
with Tomskneft specialists on the
assembly and running of a tubing
string at one of the two wells that
had been designated for TMK pipe.

BY ATV ONLY

The trip from Moscow to the rota-
tion camp at the Chkalovskoye field
where oil is produced is a long one.
First, one must fly three and a half
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TMK-Premium Service offers services that are unique on the
Russian market and is the only company in Russia that develops
and produces Premium Connections. In addition, specialists from
TMK-Premium Service monitor the delivery of threaded pipe to the
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customer and support its operational commissioning.

hours to Nizhnevartovsk, followed
by an 80-kilometer drive to Strezhe-
voy. From there, a helicopter is the
only way to reach the field.

The flight over the taiga is an
unforgettable experience. For the
entire 215 kilometers, the majestic
and inaccessible taiga, a subarctic
coniferous forest striking in its uncom-
promising beauty, extends outside the
window.A green sea of pine, spruce,
larch, and fir—occasionally crossed
by manmade cuts and waterlogged
plains—stretches for hundreds of
kilometers. Every so often, oil derricks
stick up, traces of human civilization
in this harsh wilderness. In conquering
nature, people have put natural riches
to use, but they have also assumed
the huge responsibility of conserving
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nature itself. This immutable law is of
special importance in the land of the
oil workers, and helicopters regularly
patrol production areas to ensure
there are no oil spills anywhere.

The rotation camp where the
Tomskneft oil workers live is
located only a kilometer and a
half from the helicopter pad, but it
cannot be reached by foot as it is
surrounded by impassable mud. An
all-terrain vehicle is a typical mode
of transportation for the oil work-
ers. The powerful machine quickly
delivers the visiting TMK specialists
to the site where they will support
the running of the pipe string.

The camp itself is small and
compact. In the taiga, it is best for
people to stay close together. Pan-
eled one-story cabins house the oil
workers and the numerous contrac-
tors involved in the oil production
process. A gas flare burns continu-
ously in the center of the camp to

Although running the string of 314
pipes to a depth of over 3,000 meters
[9,800 ft.] took more than two days

(52 hours), it was sticcessful. During
assembly, the TMK specialists and oil
workers detected no discrepancies.either
on visual inspection-or-on-inspéection-of
correct assembly by manometer pressure
and screwing marks

attacked a worker who had erected
a fence against unwelcome forest
visitors. Fortunately, the oil workers
came to their friend’s rescue in time
and managed to drive off the bear.
Camp residents have seen bear
tracks in the snow more than once;
one must always be alert here.

A STRING OF 314 PIPES
On the evening of April 24, when
the well was ready for the pipe and
the necessary equipment had been
installed, the specialists from Tom-
skneft and TMK began assembling
the string. Since running pipe is a
continuous process, the specialists
worked in shifts. The weather was
difficult, and as soon as they began
running pipe, snow began to fall,
instantly turning to slush. At night,
the temperature fell to -9°C,and a
snowstorm began.

Representatives from TMK-
Premium Service and Sinarsky

Representatives from TMK-Premium Service and Sinarsky Tube Works closely
monitored the assembly process to ensure that all technological requirements
were met. “We carefully examined each pipe and its thread to rule out mechanical

damage.”

Pipe Plant closely monitored the
assembly process to ensure that all
technological requirements were
met.

“We carefully examined each
pipe and its thread to rule out any
mechanical damage. Then we thor-
oughly wiped the pipe to remove
the protective grease and applied
screwing check marks to the pin
and box ends of the pipe to guar-
antee correct assembly,” explained
Churkin.

The first phase of assembly and
running of the string was done
manually. “First, you have to con-
nect the pin of the new pipe to the
box of the previous one, make two
or three turns, and then with the
mechanical wrench locked to the
pipe, torque it fully. To know how
far to turn, we put the marks on
first,” explained Churkin.“Then the
wrench is removed, and the hoist
lowers the finished part of the
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string. Once the last pipe is lowered
down to its coupling, it’s clamped in
place and we begin connecting the
next pipe. It seems like a simple,
standard sequence of operations,
but it requires close attention and
precision. A small deviation from
the standard in even one con-
nection and the string’s seal will
break” In the final phase, the string
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is connected to the pipeline system
and to the oil tank farm.

Although running the string of
314 pipes to a depth of over 3,000
meters [9,800 ft] took more than
two days (52 hours), it was suc-
cessful. During assembly, the TMK
specialists and oil workers detected
no discrepancies either on visual in-
spection or on inspection of correct
assembly by manometer pressure
and screwing marks. The pipe qual-
ity permitted the work to be done
quickly and without complications.
Once the string was assembled, the
well was placed in production.

In late May, a tubing string
was run into a second well at the
Chkalovskoye field. Based on the
results of the two runs, both parties
confirmed that the first phase of
industrial testing had been success-
ful. In the next phase, the new pipe
will be tested after commissioning.
If the residual properties of the
tubing remain within the standard
limits, TMK will not only be listed as
a supplier of high-strength products
but will also gain new opportunities
for entry into the global market’s
premium segment. |



On May 13, Piotr Galitzine, Chairman of TMK IPSCO, spoke to the Executive MBA Class
of 2012 at the University of Chicago’s Booth School of Business. The program’s diverse

group of nearly 100 students consists of professionals from a wide range of industries
who travel to Chicago twice a month from as far as Santiago de Chile.

n his speech, Galitzine gave an overview of TMK’s
business, emphasizing the importance of product
and geographic diversification for global companies.

He also spoke at length on the implications of future

growth in energy consumption.

“Mr. Galitzine's speech and the following discussion
revealed several important lessons that readily apply to
managers, executives and entrepreneurs who operate in
the global economy;” said Denis Prokofiev, Senior Reservoir
Engineer at Shell E&P and a member of the Executive
MBA program at Booth who organized the event. “Not

only does geographic diversification allow a company to
pursue new markets, it also allows it to ride different and
local market trends, which helps to smooth the ups and
downs of the business cycle roller coaster... Furthermore,

it necessitates expansion of the product mix and pursuit of
better technologies and business practices to serve a larger
customer base more efficiently.” Julia Pavlovich, Senior
Imaging Engineer at Analogic Corporation in Peabody,
Mass. and a member of the Executive MBA program at
Booth, also shared her impressions of the event.

“I was very impressed with the depth of the overview
of the oil and gas industry and TMK's role as a global
producer of steel pipes,” Pavlovich said. “Mr. Galitzine
touched on very important questions of the future of
the global energy industry and his views on the growth
of Chinese and Indian energy consumption were very
enlightening.” In speaking about the growing demand for
oil, Galitzine said, “There will not be any decrease from
$112 per barrel for Brent and $100 per barrel for West
Texas Intermediate. The reason is that the emerging market
economies want to a) produce and export more, and b)
enjoy a higher standard of living, which requires energy
from hydrocarbons and plastic products. India, the world's
most populous democracy, is adding 75,000 people to its
middle class every day; China is consuming half of all new
oil growth worldwide...Someday we will look back at $100
oil and remember how good it was.”
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