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Melricat Outloog

Currant Busiress Environsrearni
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e Most of markets in positive business cycle

e Commodity prices and demand growth fueling investment
— Led by Oil & Gas, Mining
— Followed by Chemicals, Power

e High oil prices and depleting reserves driving upstream
development

= Heavier crude, demand for products, and environmental
regulations driving downstream development « USA/Canada
; _ » Middle East
- Natural_ga_s prices high _ « China/lndia
— Continuing investment in LNG :
— Major interest in coal-fired power generation : Afrl_ca/Far l_EaSt
e Latin America

e Impact on Fluor Procurement:
— Over the past ten years, Fluor’s annual spend has averaged $4B

— In 2005, Fluor’s spend was $7.6B ($1.5B equipment, $2.1B
materials, $4B services)

— 2006 projected spend is $8B L . . -
engineering & construction contracting conference

2 THRIVING TODAYSTOMORROW | <5/



Markar Arellvsls — Sallar's Markeat

e The workload has created a Supplier’s Market

—The supply base will give priority to high value/margin
orders and business certainty relationships

—The supply base will abandon confusing, difficult, and/or
complex orders

— Mill and Shop capacity limitations will drive schedule,
guality, and price impacts

—Unproven new players will enter into the market supply base

— Market volatility creates uncertainty and contingency costs

e Increase in risk mitigation and contingency planning
requirements

e Increase In supplier claims management and needed
much earlier in the project lifecycle

e Market Dynamics leave projects’ schedules and costs at
risk
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Drivers for Crizlrige
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Fluor Tep-Year Spernd Volume
Worldwicle Project Maierials & Services Comrnlimernis
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s MTigatiorn Streiecles

Risk Mitigation Strateqgies

— Market/Sourcing Intelligence

Supply Market Risk

— Escalation Management

_Escalation — Contract Language

! — Proposal Strategy Development
—Shop Production 5 b P
Capacities — Proposal & Project Execution

Strategy Development
—Supply v. Demand

— Supplier/Subcontractor Alliances

—Supplier Selectivity

—Low Cost Country Sourcing (LCCS)

— Logistics & Export/Import
Compliance
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Price Certainty
Schedule Certainty
Quality

« HSE

Resources
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