The future for Gazprom Neft

9 cheBpana cocToAsCcA NepBbIi, C MOMEHTA NPUOBPETEHNA KOMMNaHUU
«CunbHedTb» B OKTABPE 2005 rona, CoBeT AMPEKTOPOB KOMMaHWUN
«[asnpom HepTb», HEAABHO NEPEUMEHOBAHHOTO HedhTeaobbIBatoLLEro
[o4epHero npeanpuATWA la3npoma. HecMoTpA Ha TO, YTO MMaBHbIM
cobbiTvem ctano nsbpanuve MNpeacenarena MNpaenennA lasnpoma
Anekcena Munnepa HosbiM [Npeacenartenem CoseTa [vpekTopos
KOMMaHWK, XXypPHanMcTbl CHOKYCUPOBanu CBOE BHUMaHME Ha
opnobpennn CoseTom [vpekTopos 6u3Hec nnaHa HedpTeaobbIBatOLLEN
KoMnaHum Ha 2006 roa. [NaBHOM Lienbio KOTOPOro, ABMNAETCA
yBenuyeHve Ha 70% KanuTtasbHbIX BNOXeHWA — ¢ 1,02 Munnvapaos
ponnapos B 2005 rogy Ao 1,76 MUNAIMapaos AONAapoB B HbIHELLHEM rogy.

Lincbpa B 1,76 MmnnuapaoB [onniapoB ABAAETCA 0TYACTX 06MaH4YMBON
1 BO3MOXHO [A0MKHa BblTb OTHECEHA K KaTeropum «MHBECTULIMN,
MOCKOMbKY OHa BKJIIO4AET B Ce6A Takne MyHKTbl Kak KanuTanbHbli
PEMOHT CKBa>KUH 1 MOBTOPHOE 3aKa4vBaHWe CKBaXKUHbI, KOTOpble
npexae KoMnaHua «fasnpom HedTb» OTHOCKUNA K ONepaLMOHHbIM
pacxoaam. TouHoe CpaBHeHMe C noKasaTenAMu NpoLunoro roaa bynet
[0BOMbHO 3aTPyAHEHO BMOTb A0 WUIOHA, KOrAa KOMMaHuA onybnukyeT
KOHCONMUAMPOBaHHYI0 (hMHAHCOBYIO OTHETHOCTL 3a 2005 roa. OHako,
HECOMHEHHO, 4TO «[a3npom HedpTb» HamepeBaeTCA CyLLECTBEHHO
NOAHATb 3aTpaTbl Ha pa3BeaKy 1 Jo6blyy B 9TOM rogy.

YBenuyeHue 3atpar cTano creacTB1EM 3aMeasieHNA TEMMOB pocTa
[06bl4n B MATON KPyMHEWLeh pOCCUNCKOM HedhTAHOM KOMMaHUm
«CunbHeTb», KOTOPaA B NEpPBOV MONOBUHE 3TOW Aekaabl 6bina
nMaepom pocTta fo6bbi4m Ha COBCTBEHHBIX MecTopoxaeHWAX. OgHako
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The new directors of Gazprom Nett, the recently-renamed oil production
subsidiary of Gazprom, held their first board meeting since the October
takeover of the former Sibneft on February 9. While the selection of
Gazprom CEO Alexey Miller as the company’s new chairman might
have been the chief outcome of the meeting, the newspaper headlines
focused on the board’s approval of a business plan for the oil producer
in 2006. The business plan’s highlight — a 70% increase in capital
expenditures from an estimated $1.02 billion in 2005 to $1.76 billion
this year.

The $1.76 billion headline figure is somewhat misleading and should
probably be labeled as “investment” as it includes some items such

as well workovers and recompletions that Gazprom Neft previously
accounted for as operating expenditures. An exact comparison with last
year will be difficult until June, when the company releases consolidated
2005 financial results. What is not in doubt, however, is that Gazprom
Neft intends to substantially boosting its exploration and production
spending this year.

The spending increase comes on the back of a slowdown in production
growth. Russia’s fifth largest oil producer, the former Sibneft led the
industry in organic growth in production for much of the first half of this
decade. Growth began to slow, however, after the company’s aborted
merger with Yukos resulted in delayed implementation of plans for
developing new projects, such as the major Priobskoye field. At the
same time, Gazprom Neft’s older fields began to mature and output

at those sites leveled off.



TeMMbl pocTa Ha4asIiv CHUXKaTbCA, MOC/Ee TOro Kak KOMNaHuA
pacToprna caenky no cnuaHuo ¢ FOKOCowm, pe3ynstaTom

Yero ABMNAch 3afepXxkKa peanvsaumy niaHoB No passuTuio

HOBBbIX NPOEKTOB, B YAaCTHOCTM TaKMX KPYMHbIX Kak Mprobekoe
mMecTopoxaeHue. B Toxe Bpems, pa3paboTka cTapbix MECTOPOXKAEHUI
«[asnpom HehTV» BbILNA HA NPEAENbHYIO MOLIHOCTb, U POCT A06bI4M
Ha HUX npekpaTuncs.

PesynbTatom BCex aTux NPOLIECCOB ABWUNOCH TO, YTO Nokasarenu
nobbium B 2005 rogy - 45,12 munnuoHa ToHH (919,200 6appeneii B
[OeHb) NPaKTUYECKM paBHASIMCb aHaNorM4HbIM nokasarenav B 2004
rogy - 45,05 munnvoHam ToHH (917,800 6appenein B AeHb). PocT
coctaBun nuwb 0,2%. HebonbLuoi pocT Aobbluv 6bin 0bycnosneH
BnageHnem 50% ponein «fasnpom HedpTU» B KOMNaHnn «CnaBHedTb».

“Idymato, eCTb HECKONbKO NPUYMH. A cunTato, Mbl NIOXoBaTo paboTanu
€O cTapbiM hOHAOM” - 3aBWN BULE-NPe3naeHT «fasnpom HedhTu» No
paspaboTke 1 pobbide PeBan MyxameT3AHOB. “ECTb Tak Ha3biBaeMbIv
6a30BbIl (HOH[, CKBaXXWH, 1 MO HUM 3a rof, naeT onpeaeneHHoe
nageHue fobblun, 4TO cYMTAETCA HOPMasbHbIM ABJIEHMEM'.

MporHo3 gobblum Ha 2006 rog oNATb AOBOSIbHO POBEH — OKOMO

45 MunnMoHoB ToHH. CoBepLUEHHO 04EBMAHO «[a3npom HedTb»
HaxoAWTCA B NpoLiecce TPYAHOro NepexoAa OT MOMOAOM,
6bIcTpopacTyLUent HePTAHON KOMMaHWUM K CTaTycy KOMNaHuu,
MMeEIoLLEN B CBOEM aKTuBE pa3paboTaHHble MECTOPOXKAEHUA, YTO
TpebyeT 60MbLUNX 3aTpaT Ha KanuTasbHbI PEMOHT CTapbIX CKBaXXMH
HapAgdy C pa3Beako 1 pa3paboTKoN HOBbIX MECTOPOXAEHUIA.

ba3sa co3fjana

PykoBoacTtBo CubHedhTU yke B xofe npouecca «passoga» ¢ KOKOCom
0CO3HaBaJ10 NepCneKTMBLI 3aMeaieHnA pocTta Aobbiun. BecHoi 2004
rofa KOMMaHWA 3aHANACb MOMCKOM HOBbIX NIOLAAen, Ha4aB C NOKYMNKu
3 He(PTAHbIX MECTOPOXAEHWI B TOMCKOM permoHe.

OceHbto TOro xe roga Poccuinckoe npaBUTensCTBO BO30OGHOBUIIO
npoBefeHne ayKLUMOHOB Ha NOJyYeHne NIMLEH3WIA Ha [06bIvYy
nosesHbIX nckonaembix U CbHedTb NPUHUMANa B HUX aKTUBHOE
y4yacTtue. C Havana aekabpa 2004 roga no ceHTAbpb 2005 roga
KoMnaHuA nprobpena 10 HOBbIX NIMLEH3WIA B CBOEM TPaANLIMOHHOM
pervoHe - Amano-HeHeLukom aBTOHOMHOM OKpYyre, a TaKXXe B COCeAHUX
pernoHax - XaHTbl-MaHCUACkoM aBTOHOMHOM OKpyre, TIOMEHCKOM
obnacTtu - n, Bnepsble, B BocTouHon Crbupw.

B ToXE BpemA, MEHEAXKMEHT KOMNaHUM akTUBM3UPOBan NpoLecc
pa3paboTku [NprnobCKoro MecTopoXaeHnA, KOTopoe B ByayLiem
[OMKHO CTaTb UCTOYHMKOM pocTa A06bIYM KOMMaHUM.

[OnA ynyyweHnA npouecca ynpasneHusa MNprobcknm MecTopoxaeHuem
1 HOBbIMW MecTopoxaeHnaMmM CnbHeddTb co3hana Asa HOBbIX
[06bIBaOWMX AoYEepHUX NpeanpuAThA — «CubHedTb-XaHToC»,
6a3upytoLeeca B XaHTbl-MaHcuiicke u «CubHedTb-BocTok»,
6asupytoLleeca B Tomcke. OTu npeobpa3oBaHUA XapakTepusyoT
KPYMHble U3MEHEHNA B TaKTNKe KomnaHum — paHee ee OCHOBHOE
nobbisatolee npeanpuaTue CubHedTe-HorbpbckHedTerasa,
ynpaBsnano BCeMM npoueccamv Ao6bI4N KOMNaHWUU.

Nocne nokynku komnaxHum [asnpomom B okTAGpe 2005 roga npouecc
npuobpeTeHNA HOBbIX NINLIEH3MIA NPOAOIXMIICA NOKyNKow Enelickoro
6noka B Tomcke. Takxxe «[asnpom HedhTb» BbIWA HA NEPCNEKTUBHbIN
CaxanunHckuiA pervoH NocpeacTBoM nNprobpeTeHnna B Aekabpe
npotunoro roga coBMmectHo ¢ THK-BP nuueH3un Ha pa3paboTky
Jlonyxosckoro oddpLopHoro 6noka.

Liens: Poct

M3 1,76 munnuapaoB A0OMNapoB NiaHnpyeMblX B Ka4ecTBe MHBECTULMIA
B 2006 rogy, 1,47 munnvapaos gonnapos 6ydeT NOTpayeHo Ha
pasBenKy 1 Jobbluy.

«[MaBHbI Nnaugapm cerogHa — «<HoABpbCKHedhTeras», rae nagaet b p

The result of these factors coming together was that 2005 production was
practically flat year-on-year with 2004, rising just 0.2% to 45.12 million tons
(919,200 barrels per day) from 45.05 million tons (917,800 b.p.d.). What littlle
growth there was came from Gazprom Neft's 50% interest in Slavnett.

“I think there are several reasons for this. For one, | think we haven't
worked well with our older wells;” said Gazprom Neft vice president for
exploration and production Reval Mukhametzyanov. “There exists what
we call the base group of wells and over the years you expect a certain
reduction in output, which is a normal process”

The output forecast in 2006 is flat once again, coming in at about

45 million tons. Gazprom Neft is very obviously in the throes of the
difficult transition from young, fast-growing oil company to a mature oil
producer that needs to spend more on workovers of older well alongside
exploration and development of new and existing licenses.

Groundwork Laid

Sibneft management saw the slowdown on the horizon even as the
company navigated its delicate divorce from Yukos. In spring 2004,
the company began seeking out new oil acreage beginning with the
acquisition of three fields in the Tomsk region.

In autumn of the same year, the Russian government restarted the
process of natural resource license auctions after a several-year hiatus
and Sibneft dove right in. From December 2004 through September
2005, the company acquired 10 new licenses in its traditional production
area in the Yamal-Nenets Autonomous District, as well as in new regions
such as neighboring Khanty-Mansiisk and Tyumen, and for the first

time, in East Siberia. At the same time, management also ramped up
development of the Priobskoye field, set to become a major driver for future
production growth.

In order to improve management of Priobskoye and the new licenses, Sibneft

created two new production subsidiaries — Sibneft-Khantos, based in Khanty-

Mansiisk, and Sibneft-Vostok, based in Tomsk. The move represented a major
change in tactics as core production subsidiary Sibneft-Noyabrskneftegas had
previously managed all of the company’s upstream operations.

With Gazprom'’s arrival in October 2005, the process of acquiring new
licenses continued with the acquisition of the Elleiskoye block in Tomsk.
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06beM A06bIMM 1 e HaAO NIOTHO 3aHNMATLCA CTapbIM (OOHAOM CKBaKVH.
A, KpOME TOro, KOHEYHO, BYpUTb HOBbIE CKBaXKUHBI, BeAb BOKPYr HoAGpLCKa
€CTb pAJ, HOBbIX MECTOPOXAEHMIA» — ckasau [Npe3naeHT «fasnpom HedhTn»
AnekcaHap PA3aHoB.

«MaBHbI Haw npupocT — MNprobckoe mecTopoxaeHue. 3To «CrbHedTb-
lOrpa», Tyna nonayT OCHOBHbIE KanuTanosriokeHuA. K 2010 rogy Mbl cCMoXem
Ao6bisaTb Ha MNprobekom mecTopoxkaeHumn ot 10 Ao 15 MnH. ToHH. CeropHaA
HaLua 3a4a4a — 06yCTPOUTL erox.

MpymepHaa nporpaMmMa paspaboTkn MeECTOPOXAEHUI, paspaboTaHHaA

B MPOLLIOM rofy 6bIBLUMM MEHEIKMEHTOM «[a3npoM Hedh T,
npenycMaTpyBasio Harv4me HOBbIX NULIEH3WIA, KOTOPbIE AOMKHbI

6bITb NprobpeTeHbl K 2007 rogy, ¢ pa3seacHHbIM GypeHreM Ha Apyrvx
MecTopoXaeHuAX. BraHec nnaH, ogo6peHHbIN 3bpaHHbIM [a3npomMomM
CoBeTtom [IMpeKTopoB, Npuaan 3TvM nnaHam 60rbLLyto AMHaMKKY, yBEN4vB
pa3mep 3aTpar Mo CPaBHEHMIO C NEPBOHAYABHO MPOrHO3VPYEMbIMM.

«Mbl BbIXOAUM Ha LLECTb HOBbIX MECTOPOXAEHWI: TpU B AMario-HeHeLkom
AO, oaHo B TiomeHcKom obrnacTy, etle Asa B Tomckoi obnacTu. Moka Mbl
nnaHMpyem Noy4nTb Tam He o4eHb 6onbluve obbemsl, HO ¢ 2007 roga

pOoCT A06bI4M 6yneT 6onee cyLecTBeHHbIM. Mbl HaMEpeHb! 6onee akTVBHO
3aHUMMaTLCA reorioropassenkon. B nnaHax — npypatleHne n3snekaeMbix
3anacos Ha 33 MITH. TOHH. 3TO pasBenKa Ha CTapbiX MECTOPOXAEHVAX,
passenka B BocToqHon Crbunpu 1 4acTniHO B AKYTUM», — MOACHUN PA3aHoB.

[naBa «CubHedTb-XaHToC» [eHHaawi JTlobuH nobasun, YTo B HE6OMLLLIOM
obbeme fobblHa Ha 3MMHEM y4acTke, PacrionoXKeHHOM B TIOMEHCKOM
pervioHe, Ha4HeTcA yxxe B 2006 rogy.

«B 2006 rogy nnaHupyeTca Ha4aTb NPOBHYHO SKCMyaTaumto 3MMHEro
MECTOPOXAEHUA, Ha KoTopoM B 2006 rofy 3annaHpoBaHo MpobypuTb
CeMb CKBaXXMH, A00bITb 60nee 30 TbiCAY TOHH HEdOTU U BbINONHUTL
noaroToBUTESbHbIE PaboThbl oA 3-D cercMmky».

«[asnpom HedhTb» TaKOKe MPOJOIHKAET yHacTue B CBOEV NporpaMmve no
MOMYHEHIO HOBbIX JIMLIEH3UIA, B TO BPEMA Kak pervoHarbHble yrpasneHusa
NPYPOAHBIX PECYPCOB MPOAOIKAIOT MPOBOAWTD ayKLIMOHBLI. B 3TOM rogy
KOMMaHWA Bbiaenvna 150 MUNMOHOB A0NNapoB Ha MPUOBPETEHVE HOBbIX
JMLEH3NIA.

Kak ckazan PeBan MyxaMeT3AHOB, AOMONHUTESbHbIE MPOEKTbI B TOMCKOM
pervioHe MoryT BOMTU B CMIMCOK GyayLLMX NPMOBPETEHNI, TaK >Ke Kak 1
TMLIEH3UN Ha MecTopoxaeHnA BocTouHoi Crbmpw.

«Bynem cmoTpeTb Ha BocTouHyto Crbunpb: KpacHoApckuin kKpai, AkyTuto.
MosBuTCA Tpy6a — Byaem NOCTOAHHO HapaLLWBATL Tam 1 3anachl, U AoObIYY.
310 ByneT HeCKanbKo AOpoXe, YeM B 3anaaHov Crbmpn, HO BCe paBHO 3TO
O4eHb NEepPCrneKTUBHOE HanpaeneHve.» M
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Gazprom Neft has also entered the promising Sakhalin Island basin, acquiring a
unit of TNK-BP with a license for the Lopukhovsky offshore block last December.

Target: Growth

Of the $1.76 billion in investments planned by Gazprom Nett this year, $1.47
billion will be spent on exploration and production.

“Our main base at present is Noyabrskneftegas, where production is falling and
where we need to put more emphasis on working with older wells; said Gazprom
Neft president Alexander Ryazanov. “In addition, of course, we need to drill new wells
as we have several new fields in the Noyabrsk area’”

“Much of our future growth will come from the Priobskoye field and that
is where much of our capital expenditures will go. By 2010, we could have
production of 10 — 15 million tons per year at Priobskoye. Our task today is to
prepare for that”

The development program drafted last year by Gazprom Nett's previous
management team called for several of the new licenses to already be brought
on-stream by 2007, with exploration drilling beginning at many of the other sites.
The business plan approved by the Gazprom-elected board takes those plans
one step further by boosting spending even more than initially forecast.

“We are beginning work on six news field: three in the Yamal-Nenets region, one
in Tyumen and one more in Tomsk;” Ryazanov said. “We aren't expecting major
output from them yet but, in 2007, production growth at these sites will be more
visible?

“We are also looking toward boosting geological exploration work. We intend
to increase proved reserves by 33 million tons. That is, exploration of older fields
and in Eastem Siberia, in Yakutia for example”

Sibneft-Khantos head Gennady Lyubin added that the some production would
begin already in 2006 at the Zimniy, located in Tyumen region.

“In 2006, we expect to begin preliminary production on the Zimniy block,
where we'll drill seven new wells this year. Production will reach a modest
30,000 tons but we'll also prepare the site for 3D seismic work”

Gazprom Neft will also carry on with its program of acquiring new licenses as
regional natural resource ministries continue their auctions. The company has set
aside $150 million for new license acquisitions this year.

According to Mukhametzyanov, additional projects in the Tomsk region could be
among the upcoming purchases, as well as licenses further East.

“We'll look for licenses in Eastem Siberian regions: Krasnoyarsk Kray, Yakutia.
When a pipeline is in place we will look to build up our presence there both in
terms of reserves and production;” he said. “It will be more expensive than in

¢ Westemn Siberia, but still it's a very promising region.” m
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