B OLEHKA AKTVBOB

Bopuc ApoHLUTEH, OCHOBaTESb ¥ MPE3VAEHT rpynmnbl KoMnaHuii Techinput, napTHep
KOHCaUTTUHIOBOW KOMMaHu «HedTeraskoHcanT» - 0 MeToAax SKOHOMUYECKOrO aHanmaa
[N ONpefesnieHns cnpaseiMBol pbiHo4HoM ctoumocTy (CPC) HedhTera3oBbix akTUBOB Ha
6a3e CTOMMOCTHOW OLIEHKY 1X 3aracoB, a TakkKe MeTofax YnpaBeHns 1x Kanutanisauyen
1 KPEAUTHOM PEATUHIE HehTerasoBbIx KOMMaHWii Ha 6a3e CTOMMOCTHOMN OLIEHKM VX 3arnacos.
CraTbst HanvcaHa B (hPopMe BOMPOCOB 1 OTBETOB, YTO CMOCOGCTBYET JyHLLEMY MOHUMAHUIO
[aHHOIO CNOXXHOrO BOMpOCca Ha KOHLENTyaslbHOM YPOBHE. boris_aronstein@techinput.com

Boris Aronstein, the founder and President of the Techlnput company group, partner of the
“Neftegasconsult” consulting company discusses methods to evaluate the economic fair market
value (FMV) of oil and gas assets based on the valuation of their reserves as well as the methods
of managing their capitalization and the credit rating of oil and gas companies based on their
reserve evaluation. The article is written in the form of questions and answers, which contributes to

better understanding of this complex issue on a conceptual level.
boris_aronstein@techinput.com

IlHBECTUUMOHHAS npmBneKkaTesibHOCTb
HerTeFaSOBbIX dKTBOB: CripaBen/jinBasd pblIHOYHas
CTOMMOCTDb, YynpaBJieHne KaI'II/ITaJ'II/I3aLI,I/IeI7I 7

KpeanTHbIN PENTUHI

Oil and Gas Assets Investment Attractiveness:
Fair Market Value, Capitalization Management and

Credit Rating

CMNPABEOJINBAA PbIHOYHAA CTOUMOCTD (CPC)

FAIR MARKET VALUE (FMV)

Y10 Takoe CPC?

CnpaBep,nMBaq PbIHOYHAA CTOMMOCTb ornpeaendaeTcsd
Kak LieHa, No KOTOPOon 06 beKT COBCTBEHHOCTN MOXET
ObITb MPOAAH MO XeNlaHWo NpoaaBLa NnokynaTesto
npwn XenaHnm nocnegHero, 6e3 NMPUNHYXXOEHNA
NMOKYNKW U npoga>ku, npmndem o6a oHU NnpaBOMOYHbI
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What Is FMV?

Fair market value is defined as the price according to
which a property can be sold, if desired by a Seller to a
Buyer, if it is desired by the latter, without coercion to buy
or sell, whereby they are both legally competent for their
actions and well cognizant of these facts.
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B CBOUX AENCTBUSAX 1N JOCTATOYHO XOPOLLO OCO3HA0T
3TN haKThl.

B uem 3aksiouaeTca obmum meton,

onpepenenna CPC?

[NprMeHeHe NonpaBOYHbIX KO3MPULMEHTOB KaTeropmi
3anacoB npu onpeneneHnn HEAUCKOHTUPOBAHHOMO U
ONCKOHTUPOBAHHOIO MOTOKOB HaJTUYHBIX CPEACTB C
NOJTYYEHNEM MX OTKOPPEKTUPOBAHHOMO MO (hakTopam
puycKa 3Ha4YeHNns.

CyLecTByeT ABa 0OLEenpUHATbIX MeToa ornpeaeeHns

CPC: cpaBHUTENBbHbBIM aHaIM3 NPOOAKHBIX LIEH U

CpaBHUTEbHbIN aHaNIN3 OOXOAHOCTHU.

1. MeTopq cpaBHUTEIbHOIO aHanMaa NPoOaXKHbIX
LeH NpeacTaBnseT cobom LIEHOBOW METOL, OLIEHKM
npedblayLmMx cOesoK no Npogake npas Ha
pa3paboTKy HEDTAHBIX 1 Fra30BbIX MECTOPOXKAEHWN
NN 06BEKTOB COBCTBEHHOCTU, UCMOMB30BaHHbIX
0119 OLEHKM NpaB U 00beKkTa COOCTBEHHOCTH,
BbICTAB/IEHHbIX HA NIN3VHI, OBMEH WK Ons
COBEpLLEHVS OpYrUX BUOOB cOeNokK. [1pn Hanmyimm
OaHHbIX N0 NpeablayLLIVM NpoaaXKam 3TOT MEeTOL,
00bI4YHO gBNAeTCa bonee npeanoYTnTesibHbIM Mo
CPaBHEHMIO CO CpaBHUTESIbHBIM aHaIM30M 40X04a,
MOCKOJbKY CHATAETCS, YTO LiEHbI, ynnadeHHble
B NpOLIECCe paHee CoBEpLUIEHHbIX CAeNOoK Mo
aHaJ10r’M4yHbIM HerTﬂHbIM 1 ra3oBbiM 0ObeKTam
COBCTBEHHOCTU, ABMATCS HAUTYYLLNM
obocHoBaHneM ctonmmocTu. OgHaKo, B YCIOBUSX
paspaboTaHHbIX HEPTAHbIX 1 ra3oBbIX
MeCTOpO)K,ELeHI/IVI, YHVKaJ1IbHbIX TPAaKTOB 1 XopoLlero
MaccCKBa AaHHbIX MPUMEHSETCS CPaBHUTEbHbIN
aHanuM3 goxogHocTu. Ons uenen aToro Metoga
aHaNorMYHOCTb HEPTSAHbBIX N ra30BbIX 0OHEKTOB
COBCTBEHHOCTU OMNPeaensaeTcst aHaorM4YHOCThIO
FE0STIONMYECKOr0 CTPOEHNS, TEXHOIOMMM Pas3paboTKm
1 NepcrnexkTMBaMmn MapKeTuHra HedpTu 1 rasa,
[06bITOro B nNpeaenax aTnx 00beKkToB
COBCTBEHHOCTU. DTN NapamMeTpbl 0ObIYHO B
3HAYUTENBHOM CTEMEHM 3aBUCST OT KOHKPETHOMO
OTpesKa BpemeHu 1 reorpanyeckon yoaneHHOCTH.

2. CpaBHUTENbHbIN aHaN3 OOXOAHOCTU SBNAETCA
anbTepHATMBHBIM CPaBHUTENIBHOMY aHaIn3y
NPOOaKHbIX LIEH U BKJIOYAET B cebs onpeaeneHmne
4YMCTOro rogoBOro 4OX04a Kak basiaHca OXXmaaemblx
rOOOBbIX 3aTpaT 1 OX0O0B, CBA3aHHbIX C
paspaboTKON HEDTAHBIX 1 FA30BbIX MECTOPOXXAEHWN
B peasibHbIX YCI0BUSX. YUCTbIN FOO0BOM 00OX0L,

B AEHEXXHOM BbIPXXEHWM NPEACTABNSAET COBOMN
PasHULY MeXay OXX1OaeMbIM1 FO40BbIMU OOXO4aMN
1 pacxogamm, OUCKOHTUPOBAHHBLIMK OO VX
HaCTosLLEN CTOMMOCTU. Taknum obpas3om, Npu
HeJOCTYNHOCTM AaHHbIX MO aHaNOMYHbIM TPAKTOBbLIM
LeHaM NPOOaXK YMcTas NOTEeHUMaIbHAs JOXOOHOCTb

www.rogtecmagazine.com

What Does the General Procedure for Determining
the FMV Consist of?

The application of the reserves adjustment factor by the
reserve categories while determining the undiscounted
and discounted cash flows, thus obtaining their risk-
adjusted value.

There are two common procedures for determining the
FMV: the Selling Price Analysis and the Comparative
Profitability Analysis.

1. Selling price comparative analysis is a price
assessment method applied to the preceding
transactions on the selling licenses, or for the
properties, which were used for the eligibility
evaluation of the licenses/properties being put up
for leasing, trade-off or for the settlement of other
transactions. When the preceding transaction data
is available, this is usually the preferred method, when
compared with the comparative profitability analysis,
since it is believed that the prices paid in the process
of the previously committed transactions on similar
oil and gas properties are the best possible costing.
However, in the context of well developed oil and
gas fields, specific tracks and extensive data arrays,
the comparative profitability analysis should be
applied. For the purpose of this method, the
conformity of the oil and gas properties is defined
using the geological structure similarity, the reservoir
engineering techniques and the prospects for the
marketing of the oil and gas produced within these
properties. These parameters usually pretty much
depend on a specific time period and the geographic
remoteness of an area.

2. The profitability comparative analysis is an alternative
to the selling price comparative analysis and it
includes the definition of the net annual income as
the balance of expected annual costs and revenues,
associated with the development of oil and gas fields
in real-life conditions. The net annual income
expressed in monetary terms is the difference
between the expected annual revenues and costs,
discounted to their real value. Thus, when data is
not available on similarly tracked selling prices, the net
potential yield of a property, discounted to the existing
value, is the existing tracked price.

What are the Other Methods for Determining

the FMV?

1. The actual sale of a property after its actual
appraisal date;

2. Bona fide offer of sale and purchase of a property
after its actual appraisal date;

3. The actual sales of similar properties at the same oil
and gas field or the neighboring ones after their actual
appraisal date;
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W YTIPABJIEHVE SATNTACAMIA

06bekTa COBCTBEHHOCTW, ONCKOHTUPOBAHHAas 00
CYLLIECTBYIOLLEN CTOMMOCTU, NPEeACcTaBNaeT cobom
TEKYLLIYIO TPAKTOBYIO LIEHY.

KakoBbl gpyrne metonbl onpepeneHus CPC?

1. ®akTnyeckas npogaxa 06bekTa COBCTBEHHOCTH
NPakTUYECKN NOCE AaTbl €r0 OLEHKM;

2. [JobpoCoBECTHOE NPEOIOXKEHVE O NPOOAKE U
MoKyrnKe 06bekTa COBCTBEHHOCTY MPaKTUHECKN
nocie gaTbl ero OLEHKWY;

3. MakTn4yeckme NPoAaXKM aHa/IoOMMYHbIX OO BEKTOB
COBCTBEHHOCTU Ha TOM >Ke U COCEeaHNX
HehTerazoBbIX MECTOPOXXOEHNAX MPAKTUYECKM MOCIe
0atbl UX OLEHKU;

4. OUEHKMN, BbINOSIHEHHbIE A1 LIENEN, OTNIMYHBIX OT
dhenepasibHOrO HaIOroOBNOXKEHUS, MPAKTNYECKIN
rnocfie gaTbl OLEHKW;

. AHaNNTUYECKME OLIEHKN;

6. MHeHVsa KBaIMULMPOBaHHBIX KOMMaHWA-

onepaTopoB HEDTAHBLIX N FA30BbIX MECTOPOXXOEHUI.

(63}

KakoB Han6oJiee LLMPOKO NPpUMEHSIeMbI MeTop,
9KOHOMMYECKOIro aHafm3a OJisi NocnenyoLLero
onpepnenenna CPC?

LNCKOHTMPOBAHHbBIM NOTOK HaNMYHBIX cpeacTs — 90%
KOMMaHum;

Mpoune: pasnunyHble PopMbl NPeacTaBNeHVs NoToka
HaNM4YHbIX CPEACTB, CPaBHUTESIbHbIN aHaIM3 COeoK
Kynav-npogaxun n 17.4. — 10% komnaHui.

Kakune Hy>XHbl NICXOOHble OaHHble Os

onpepnenenna CPC?

1. HegncKOHTMPYEMbI MOTOK HATMYHBIX CPEACTB MO

KaTeropusM 3anacos;

2. MNMporHos nHMNAUMM Ha 6a3e NPOorHO3Horo VHaekca
NOTPEOUTENBCKUX LIEH;

. [MpOrHo3HbIe LeHbl;

. [porHo3Hkle 3aTpaTsl;

. MaKTopbl pUCKa;

. CTaBKM ONCKOHTMPOBAHMS.

(2061 I N ¢0)

YTo Takoe CTaBKM OUCKOHTUPOBaHMsA 6e3 yyetan c
yyeToMm ¢haKTopoB pucka?

CraBka QUCKOHTUpPOBaHUs 6e3 y4yeTa (hakTopoB pUcka
— HOpMa [oXo[Aa, NpVIMeHsaemas A1 onpeneeHns
TeKyLLen CTOMMOCTI ByayLLEero MOTOKa HaMYHbIX
CPeLCTB UCKMIOYNTENBHO Ha Ba3e CTOMMOCTU KanuTaa.

CTaBKa QUCKOHTUPOBAaHWS C YHETOM (hakTOpOB prcKa
— HOpMa [40X04a, MPUMeHseMas Npu onpeaeneHum
LieHbI MPUOBPETEHNS U CTOUMOCTU HePTerasoBbIX
aKTMBOB. 3Ta HopMa OMpPeaenseTcs C y4eToM
CTOUMOCTU KanuTana, NpubbIIv M OXXUOAEMOrO
BO3BpaTa Ha BNIOXEHHble CpeacTBa nokynarend, a
Takxe Moboro akTopa prucka/HeonpeaeneHHOCTH

Mo BbIOOPY OLIEHLLIMKA aKTVBOB. [TOCKObKY «CTaBka
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4. Assessments performed for the purposes, other than
federal taxation, after the actual appraisal date;
. Analytical evaluations;
6. Feedback from companies operating oil and
gas fields.

o

What is Most Widely Used Method for the Economic
Analysis with Subsequent Determining the FMV?
The discounted cash flows — used in 90% of companies;
Other methods: various forms of rendering cash

flows, the comparative analysis of purchase and sale
transactions, etc. are used by only 10% of companies.

What Initial Data is Required for Determining the FMV?
1. Undiscounted cash flows, broken down by the r
eserve categories;

2. Inflation forecast on the basis of the predicted
Consumer Price Index;

. Predicted prices;

. Predicted cost;

. Risk factors;

. Discount rates.

[o)0N¢) I SN ¢V]

What is Discount Rate,Inclusive and Exclusive of
Risk Factors?

The discount rate exclusive of risk factors is a revenue
rate applied to determine the present value of future cash
flows purely on the basis of the capital value.

The discount rate, inclusive of risk factors, is a rate of
return applied while determining an oil and gas asset
acquisition price or its value. This rate is defined with
account of the capital value, profits or Buyer’s expected
internal rate of return, as well as of any other risk or
uncertainty factors, defined by an asset valuer. Since the
“discount rate inclusive of risk factors” includes the Buyer’s
profit margin (its expected value is higher than the “discount
rate exclusive of risk factors”), some valuers allow that

risk factors, while reserves are developed, may impact

the discount rate value, while some other valuers prefer to
take into account the risk factors, exceptionally, using the
“reserve adjustment factors”.

When are the Reserve Adjustment Factors Used in

the Total Procedure of Determining the FMV?

1. When determining the discounted cash flows;

2. When determining the amount of reserves prior to
determining cash flows;

3. During the both of these phases.

What Kind of Risk Factors Should be Taken into
Account while Determining the MFV?
1. The discount rates inclusive of risk factors
2. The adjustments for risk factors:
a) The discounted expected net revenue;
b) The risks of developing certain categories of reserves.
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<75% <9.0% <10.5% <12.0% <13.5%

Puc. 1: PasnnyHble CTaBku OUCKOHTUPOBaHWA C y4eTOM (akTopoB pucka Fig. 1: Various discount rates with account of risk factors

OVNCKOHTMPOBaHMS C y4eTOM (PaKTOPOB pUCKa» What are the Main Steps of Determining the FMV?
BKJTIOUAET TakKe BeNNUMHY NpuUbbIIn NoKynaTens Determining the Fair Market Value (FMV) begins with
(ee oxxmpoaemMoe 3HadeHne 60sblE «CTaBKM gathering and analyzing all of the available information.

60%

50%

40%

30%

20%

10%

MpoueHT pecnoHaeHToB - Percent of Respondents

0%

<8.0% 8.0% to 12.0% to 16.0% to 20.0% to <24.0%
<12.0% <16.0% <20.0% <24.0%

O6bI4HO McroNb3yemasi CTaBka OUCKOHTMPOBaHUS C nonpaBkoi Ha puck - Typically Used Risk Adjusted Discount Rate

Puc. 2: ®akTopbl prcka npu onpeneneHnn CPC (YacToTa BEPOSITHOCTH)
Fig. 2: Risk factors while determining the FMV (probability frequency distribution)
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B OLEHKA AKTVBOB

BaHkoBckoe geno / GuHaHcupoBaHue
BHEepreTVKn 1 apyroe
Banking / Energy Finance & Other

KoHcynbTaHT
Consultant

PasBenka 1 nobblya
Exploration & Production

KoM6UH1pOBaHHbIN
Combined

0% 10%

PDP E PDNP EWPUD H

20%

30%

40% 50% 60%

BoamoxxHoe
Possible

BeposiTHo
Probable

Puc. 3: ®akTopbl prcka npu onpefener CPC (pa3nunyHble rpynnbl OLEHLLIMKOB 1 PasvyHble BUAbI 3anacoB)
Fig. 3: Risk factors while determining the FMV (various valuer groups and various reserve types)

ONCKOHTUPOBaHMS Be3 yveTa (hakTopOB PUCKa»).
HekoTopble OUEHLLMKY OOMYyCKatoT BAUSHNE (DaKTOPOB
puycka npu pa3paboTke 3anacoB Ha BENHMHY STON
CTaBKM OUCKOHTMPOBaHWS, B TO BPEMS Kak Apyrne
npeanoYnTaroT yYeT hakTOPOB prCKa UCKOHNTENBHO
MOCPEACTBOM «MOMPaBOYHbIX KOSPMOULIMEHTOB
3anacos».

Koroa npumeHsATCcA nornpaBoYHble

KoadppMLIMEHTbI KaTeropumn 3arnacos B OOLLEM

npovecce onpepneneHns CPC?

1. OnpeneneHve ONCKOHTUPOBAHHbIX MOTOKOB
HaNM4YHbIX CPEeacTs;

2. OnpeneneHne BeNYNH 3anacoB A0 OornpeaeneHns
NMOTOKOB Ha/IMYHbIX CPEACTB;

3. Oba aTtana.

Kakune chakTopbl pucka npu onpegeneHun CPC
crnepnyet yunTbiBaTb?
1. CTaBKkM AVCKOHTA C Y4ETOM pUCKa
2. MNonpaBky Ha (hakTopbl pucka:
a) AVCKOHTUPYEMBIN OXXNOAEMBIA YNACTbIA OOXO[,;

6) pUCKM pa3paboTKM OTAEbHBIX KaTEropui 3anacos.

KakoBbl OCHOBHbIe 3Tanbl onpeneneHusa CPC?
Onpepnenerve CnpaBeaIMBOM PbIHOYHOW CTOMMOCTH
(CPC) HaumHaeTcs co cbopa 1 U3yHeHUst MEIOLLIENCS
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The valuers should take into account the type, quantity
and quality of the available data, since these parameters
determine the approach to the assessment and the
substantiation basis for the results obtained during this

2.

3.

process. After the data is gathered and analyzed, it is
necessary to select a FMV determination method.

A standard algorithm for determining the FMV is
presented below:
1.

Running the economic analysis of various reserve
categories using the market variables;

Applying risk factors to the outcomes of the
economic analysis;

Determining the selling price corresponding to
discounted cash flows for conditions, adjusted by the
risk factors used in the economic analysis;

. Estimating the income and property tax amount for a

previously determined selling price;

. Determining the new selling price after deducting the

amounts of the income and property tax from the
cash flow values;

. Revaluation of the income and property tax for a newly

determined selling price and deduction of these
values from the cash flow values;

. The evaluation is continued until the selling price value

is equal to the discounted flows value, exclusive of the
income and property tax.
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NHpopmMaummn. NMpn 3TOM OLEHLLIMKAMN YHUTbIBAKOTCS
TUMN, KOSIMYECTBO N KA4YeCTBO UMEIOLLIMXCS OaHHbIX,
MOCKOJIbKY UMEHHO STUMW NapamMeTpamMm OnpeaenseTca
noaxon K oLeHKe 1 6asa 060CHOBaHWSA peaynbTaTa,
NOJTly4eHHOro B ee npouecce. [ocne cbopa n nsyyeHus
OaHHbIX HEOHXOAMMO BbIOpaTh METOL, ONPeAeNeHNs
CPC.

Hwxe nprBeaeH cTaHOapTHbIM anropuTM onpeaeneHns

CPC:

1. MpoBegeHe 3SKOHOMWYECKOrO aHanm3a pasanyHbIX
KaTeropuin 3anacoB C UCMO/Ib30BaHNEM PbIHOYHbIX
napamMeTpoB;

2. [NpuMeHeHne haKTOPOB pUCKa K pesyfibTaTam
3KOHOMMYECKOrO aHanmaa;

3. OnpenenexHne NpPoaaXKHOM LiEHbI, COOTBETCTBYHOLLEN
ONCKOHTUPOBAHHOMY MOTOKY Ha/IMYHbIX CPeacTB, A5
YC/I0BU, OTKOPPEKTUPOBAHHbLIX MO hakTopam pucka
3KOHOMMYECKOrO aHanm3a;

4. Pac4yeT BeMUMHBI Hasora Ha npubblib U
COBCTBEHHOCTb AJ15 paHee onpeaeseHHOM
NPOOAXKHOM LIEHbI;

5. OnpegeneHne HOBOM NPOOAXHOW LIEHbI NOCE
BblYUTAHMSA BEINYMH HAIOra Ha Npubblb 1
COBCTBEHHOCTb N3 BEJIMYMH NOTOKA HaNINYHbIX
CpencTs;

6. [MepecyeT BeNNUMHbI Hanora Ha NPudbIb K
COBCTBEHHOCTb /151 BHOBb ONpPeaeneHHon
NPOOAXKHOW LIEHBI U BbIYUTAHME STUX BESTNHUH U3
BE/IMYMH MOTOKA HaJIMYHbIX CPeacTs;

7. MNpogomKeHne pacyeToB OO TEX NOpP, Noka
BEINYMHA NMPOOAXKHOW LiEHbI HE CPABHSETCS C
BE/IMHMHOM AUCKOHTUPOBAHHOIO MOTOKA HaTNYHbIX
CpeacTB 3a BblYETOM BEIMYMH HaNora Ha NpubbIb U
COBCTBEHHOCTb.

YNPABJTEHUE 3ANACAMU B LENAX YBEJTMYEHUA
KAMUTAJIN3ALN HE®TETA30BOIO AKTUBA

YTto Takoe ynpasneHue 3anacamm?

1. HeoTbememas 4acTb KOpnopaTuBHOro,
XO3SNCTBEHHOIO U PMHAHCOBOrO MIaHNPOBAHMS,

a Takxxe NPOEKTUPOBaHUS Pa3padoTKy, hakTUHECKM
ABNSETCH yrpaB/ieHNEM aKTBaMU, HE ABISSICb MpW
3TOM ayguTOM 3anacom;

2. AKTVBHbIN 1 HEMPEPbIBHBIN NPOLECC pa3paboTku,
OLIEHKW 1 BHEOPEHWUS CTpaTerum KoOMnaHmm B
OTHOLLIEHUM 3aMacoB, a TakxXe OOCTVKEHUS
MPOEKTHBIX 3HAYEHUI 11 POCTA X CTOUMOCTMW.

Mouemy 3anacamvn Heo6xo0OMMO yNpasnAaATb?

3anacbl ABAAIOTCA akTUBaMU WU «CTOUMOCTbHO»

KOMMaHWK:

e SBNSKOTCH OCHOBOW OOFOCPO4YHBIX U KPaTKOCPOUHbIX
nnaHoOB KOMMaHUK;

e ONTUMUSMPYIOT YBEPEHHOCTb U LIEHHOCTb AN

www.rogtecmagazine.com

THE RESERVES MANAGEMENT WITH THE VIEW OF
AN OIL AND GAS ASSET CAPITALIZATION GROWTH

What is Reserves Management?

1. It is an incorporated part of the economic and
financial planning and reservoir engineering within a
company; it’s actually an asset management and not
reserves audit;

2. It is an active and continuous process of developing,
evaluating and implementing of the corporate strategy
for reserves, including the achievement of the reserves
design targets and their growth value.

Why Should Reserves be Managed?

Reserves are assets or the “value” of a company:

e They are the basis for long and short term planning of
a company;

e They optimize shareholders’ confidence and the value
of a company to them;

e They provide a measurable replenishment of a
wasting asset.

Due to What Influence Does a Reserve

Growth Take Place?

A reserves growth takes place due to:

1. Implementation of a corporate strategy for a better
categorization of reserves and resources;

2. Field and production development:
e Prospecting and exploration activities;
e The acquisition of or disposal of assets

Why Do Reserves Estimates Change?

1. Reserves are depleted;

2. Reserves structure (categorization) changes;

3. The uncertainty level decreases in the process of

reserves estimation (new data becomes available,

production history gets longer);

The economic and market factors change;

5. The status of property changes (property sales or
transfers, production license term or contract
term expires)

E

OIL AND GAS COMPANIES RESERVES
AND CREDIT RATING

What is a Credit Rating?

1. Independent and objective analysis of a credit;

2. Credit characteristics comparative analysis in the
international credit market;

3. An analytics product for every shareholder;

4. A tool for the evaluation of a credit/loan obligation’s
default risk.

Credit rating is NOT

1. Atool for assessing an asset value;

2. Recommendation for buying/selling an asset;

3. Asset development forecast.
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OnpepneneHve ypoBHEN KPeOUTHOrO PENTUHra

OnpepeneHunsa

® OyeHb BbICOKasA BEPOATHOCTb BbIMOJIHEHUA KPeOUTHbIX oba3arenbCTB

® BbicoKasi BEpPOATHOCTb BbINOJIHEHUA KPEOUTHbIX oba3arenbCcTB ]

L4 Pa3yMHa;| BEPOATHOCTb BbIMOJIHEHUA KPeOUTHbIX ob6asaTenbCcTB

® BepoATHOCTb BbINOSIHEHUSA KPEeOUTHBbIX 06s3aTenbCTB, 0O4HaKo, npu cpaBHeHUU C 6onee
BbICOKUM YPOBHEM penTuHra CyLieCTByeT MeHbLUasA BepOATHOCTb noralueHusa gosra

MOryT MosiBUTLCS B GyayLuem

® B HacTosiLLee Bpems He CyLuecTByeT 3any,D,HeHVII7I C norawueHuem gosira, ogHako OHU

L4 BepOﬂTHOCTb noraileHus 0oJira HeBbICOKA U Bbi3biBaeT 03ab04eHHOCTb

peasnbHa

e BbicoKasi BEpOATHOCTb AedoosiTa no O0JIroBbIM obsizaresnibcTBam

e BbicoKasi BEpOATHOCTb AedoosiTa no O0JIroBbIM obsszaresnibcTBam

® BeposiTHOCTb MoraLleHus Josira He onpenesieHa n yrposa gedoosita no 40JroBbiM 06a3aTesib.cTBam ]

e [ledoonT Mo OonroBbiM 0653aTenibcTBam

ypOBHI/I KpeanTHOro pe|7|T|/|Hra Nno OOJIrOCPOYHbIM O0JTTOBbIM obsizaTenbcTBam

KakoBa cTpykTypa KpegutHoro pentuHra? - Tabnuua 1: YpOoBHU KDEAUTHOMO PENTUHIa

aKUMOHEPOB;
e (ObecneumBatoT N3MEPAEMOE MOMOJIHEHNE
MNCTOLLAEMOro aKkTVBa

MocpepcTBOM Yero peannayeTcs pocT 3anacos?
PocT 3anacoB peanmayeTcs NOCPeaCcTBOM:
1. Peannsaumm kopnopaTtnBHOW CTpaTerimn NoBbILLEHNS
KaTeropvsaumm PECYPCOB 1 3anacoB
2. Pa3paboTkn MeECTOPOXXAEHWIM 1 0OObIHN:
e [lonckn 1 reonoropaseeno4Hble pabdoTsl (MPP);
° [1p1OBPETEHNS — OTHY>KOEHNS

Mouyemy ouUEeHKM 3anacoB N3MeHSOTCA?

1. OT60op 3anacos;

2. VIamMeHeHne CTPYKTYpbI (kaTeropusauym) 3anacos;

3. CHMXeHWe ypoBHS HeonpeaeeHHOCTM NMpw
onpegeneHnn 3anacos (MOTyYeHne HOBbIX daHHbIX,
yOJSIMHEHWE NCTOPUM A06bIYN);

4. \ameHeHne 3KOHOMMYECKMX N PbIHOYHBIX (haKTOPOB;

5. \ameHeHWne coCcTosiHUS 06bekTa COBCTBEHHOCTU
(Npogarka nnn nepegada COBCTBEHHOCTN, UCTEYEHME
CpoKa OeCTBMS NINLEH3MN Ha [O6bIHY U KOHTPaKTa)

3AMACbI N KPEOUTHbIN PENTUHI
HE®TEMA30BbIX KOMMAHUN

Y10 Takoe KpeOuUTHbIN PEUTUHT?

1. HesaBucnMbIN N OOBEKTUBHBIN aHANN3 KPEaUTa,;

2. CpaBHUTESbHBIN aHaIM3 XapaKTEPUCTUK KPpeamTa Ha
MEXAYHaPOAHOM KPEOUTHOM PbIHKE;

3. AHANUTUYECKUI NPOOYKT O BCEX aKLMOHEPOB;
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What is a Credit Rating Featured With?

1. Failure to perform credit liabilities (Borrower’s default
from obligations for the timely payment of the principal
amount or (and) interest payments of a loan);

2. Financial losses caused by the failure to pay credit
liabilities (or the difference between Borrower’s
financial obligations and the final amount received
by Creditor)

What are other reserve characteristics which
determine the credit rating level?

Qualitative Characteristics

1. Scope of exploration and production operations
Geographic diversification (or concentration, quite the
opposite);

Stages of exploration and the development of
prospective targets.

2. Reserves estimation and accounting practice

¢ Independent estimation of reserves;

e Estimation of reserves accounting for the changing
prices of raw materials and other factors of
uncertainty;

e Periodicity of estimation;

e Facts and frequency of “writing-off” of reserves;

e Records of new scopes of drilling operations, and
oil recovery enhancement methods.

3. Reserve locations and qualitative differentiation

e Raw materials sales markets;

e Regional prices and costs;

¢ QOil and gas physical properties (the price
differentials between produced oil and the blends

www.rogtecmagazine.com



ASSET VALUATION W

Credit Rating Level Determination

Definitions
e Very high probability of performing credit liabilities ]
e High probability of performing credit liabilities ]

e Reasonable probability of performing credit liabilities

® Certain probability of performing credit liabilities, however, comparing with a higher rating level,
the probability of debt repayment is lower

e Debt repayment is not a problem at present, but it may become problematic in future

e Debt repayment probability is not high, and it gives cause for concern

e High probability of the default on debt obligations

e High probability of the default on debt obligations

e Default on debt obligations

e Debt repayment probability is not defined, and the default on debt obligations is real ]

Credit rating levels by long term debt obligations

What is the structure of a credit rating? - Table 1: Credit rating levels

4. /IHCTPYMEHT OLIEHKM PUCKa HEUCTOSTHEHMS
KpeauTHbIX 0693aTeNbCTB

KpeonTHblil perTuHr — 310 HE

1. VIHCTPYMEHT OLEHKM LIEHHOCTW aKTMBa;

2. PekomMeHOaLms No NpuobpeTeHnio/Mpoaarke akTuBea,;

3. [porHos pas3BnTng akTnea

Yem xapakTepusyeTcs KpeguTHbIA pUCK?

1. HencnonHeHnem KpeauTHbIX 00A3aTeNbCTB
(HeBbINOSIHEHME 3aeMLLIMKa CBOUX 0693aTeNbCTB
NMoO CBOEBPEMEHHOW onjiaTe Tena kpeauta u (nm)
MPOLEHTOB MO HEMY);

2. OUHAHCOBLIMM NOTEPSAMU OT HEVUCMNOSIHEHUS

KpeauTHbIn peENTUHT
Credit rating

O6Lpe gokasaHHble 3anachbl
(Mnppg. 6H3)
Total proven reserves (bin.BOE)

WTI, Brent, Urals, HenryHubGas);

e Company-wide level of experts;

e Company’s operating period in a given country or
within the boundaries of an oil-and-gas basin;

e Application of brand new technologies (horizontal
drilling, heavy oil recovery techniques);

e Upstream operator company status;

e Integration level (for vertically integrated companies).

Quantitative Characteristics

1. Asset security and reserve efficiency
e Total amount of reserves in barrels of oil equivalent (BOE);
e Proven reserves (including proven undeveloped

0.25-0.5|>0.25

400-
1,000

O6Lwas exerogHas pobblya
(MnIH. 6H3)
Total annual production (Min.BOE)

>1,000

200-
400

100-200 |50-100 | 25-50 >25

KoaduumeHT KpatHocTn 3anacos | >12 10-12
(neT)

Production / reserves ratio (years)

8-10

Kakue rnaBHble XapakTepUCTVKL 3arnacoB ONPenenstoT YPOBEHb KPEOUTHORO PENTMHIa HE(DTEra30BOW KOMMaHNA?
What are the main reserve characteristics that determine the credit rating level of an oil company?

www.rogtecmagazine.com

ROGTEC |29



B OLEHKA AKTVBOB

KPEAUTHbBIX 0653aTe/IbCTB (pasHuLa Mexay
hrHaHCOBbIMU 0BA3aTENBCTBAMM 3aEMLLIMKA U 1X
KOHEYHOW CyMMOW, MOJTy4YEHHOW 3armogaTenem)

KakoBbl ocTasibHble XapaKTEePUCTUKM 3anacos,
onpegenstouie ypoBeHb KpeOUTHOro penTmHra?
KauyecTBeHHbIe XxapaKTepUCTUKU

1. MacwTabHOoCTb onepaumi nNo pas3eegke U godblve

eorpaduyeckas amBepcudukaums (Mnm, HaobopoT,
KOHLIEHTPALMS);

CTaguMHOCTb pas3BedKn 1 pa3paboTKy NEPCNEKTUBHBIX
OOBEKTOB.
2. OueHka 3anacoB M MpakTyka B OTHOLLEHWN

OTYETHOCTU MO 3anacam

® He3aBMCUMOCTb OLEHKM 3aMnacoB;

e OLEHKa 3anacoB C YY4ETOM MEHSIOLLIMXCA LiEH Ha
Cbipbe 1 (haKTOPOB HEONPeneNeHHOCTY;

¢ [lepnogN4HOCTb OLEHKN;

e Cny4yau 1 YacToTa «CnmcaHus» 3anacos;

® Y4yeT HOBOro obbema BypeHus, MeETOO0B
yBenunyeHuns Hedbteotoaqum (MYH)

3. MecTononoxeHue 1 ka4ecTBeHHas anddepeHumaums
3anacoB

¢ PbiHKM peann3aumnm Cbipbs;

e PervoHanbHblE LieHbl 1 3aTpaThl;

e DU3MYECKME XapPaKTEPUCTUKIN HedTU 1 rada
(ueHoBble anddepeHLmanbl Mexxay 0oObiBaeMomn
HedTbIO 1 Mapkepamn WTI, Brent, Urals, Henry
Hub Gas);

o KoprnopaTyBHbIN 3KCMEepPTHBIN YPOBEHS;

e [1poOo/IKUTENBHOCTL PaboThl B Mpedenax AaHHoM
CTpaHbl N HedTera3soHOCHOro HaccenHa,;

e [TpUMeHeHME HOBENLLIMX TEXHOI0MI
(ropu3oHTaNbHOE BypeHme, TEXHONOMN
N3BIEYEHUS TSHKeNon HedTw);

e CTaTyCc KOMMaHUn-onepaTopa,;

® YPOBEHb MHTErPaUun (019 BEPTUKAIbHO
WNHTErPUPOBaHHbIX HEPTAHBIX KOMAaHnin - BVHK)

KonunyecTBeHHbIe XapaKTepUCTUKU
1. 3almEHHOCTb aKTMBOB U 3dEKTNBHOCTL 3arnacos

e 06NN 06bem 3anacoB B bappensax HePTAHOro
akBuBaneHTa (bHO);

e [lokasaHHble 3anachl (BKo4Yas gokasaHHbIe
Hepas3bypeHHble 3anackl — PUD);

e KoadhuumeHT kpaTHoCTK 3anacos (Reserve Life
Index — RLI) — npoao/mKUTENBHOCTL PaspaboTku (B
rogax) npuv TekyLLMx gedeTtax 4o NOSHOW
BbIpaboTKy;

e [Tpodunb oodbIuY;

® HYICTbI ONCKOHTUPOBaHHbIN aoxof (Y4 - NPV)
OT pa3paboTkn 3anacos No metoamke SEC
(Komuncena CLUA no ueHHbIM Bymaram m
HhOHO0BLIM BUpPXKaM);

e ObWnin ponr/obbem 3anacos B BOE;

e [loToK Hann4HOCTW/0H6beM 3anacoB B BOE

2. BkennyaraumoHHast ahheKTVBHOCTb W CTPYKTypa 3aTpar

o KoahMULIMEHT BOCMOJSTHEHNS 3aracoB (Oo/HKeH
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reserves (PUD);

Reserve life index (RLI) - time of development (in
years) under current production rates until reserves
are completely depleted;

e Production profile;
e Net present value (NPV) of reserve development

eND e o

using the SEC (Securities and Exchange
Commission) methodology;

Total debt / reserves volume in BOE;

Cash flows / reserves volume in BOE
.Reserves operational efficiency and structure

The reserve replacement ration (must be no less
than 100%);

Reserve evolution — reserve estimation adjustment,
reserve addition, discovered reserves, acquisitions,
production and asset sales;

Development / well success ratio — proportion of
successfully drilled wells to the total number of
newly drilled wells; (a more accurate indicator is the
proportion of wells producing oil in commercially
efficient quantities to the total well number);
Reserve replacement prime cost / BOE (the reserve
replacement cost comprises the cost of
acquisitions, of prospecting and exploration, and
of development). For vertically integrated companies
and independent oil and gas companies

this indicator amounts to $5 and 6.5-7$/BOE,
correspondingly;

e Production prime cost / BOE;
e Total development prime cost / BOE;
e Recycle ratio is the difference between generated

cash flow and reserve replacement prime cost (if
this indicator is above 1, even in an era of low oil
prices, it can be considered as a positive rating factor).

ObITb He MeHee 100%);

® [/I3mMeHeHMs 3anacoB — KOPPEKTUPOBKN OLIEHKN,
npupaLLleHne, OTKPbITUS, NMPUOBPETEHNS, fobbIYa 1
npodaxa akTUBOB;

o KoahULIMEHT yCneLwHOCTY BypeHns —
OTHOLLIEHNE YCMELLHbIX CKBaXXMH K 00LLEMY
4YMCy BHOBb MPOOYPEHHBIX CKBaXKWH (bonee
TOYHbIV MOKa3aTe b — OTHOLLEHWNE YMCa CKBaXKMH,
O3BLUMX HEPTb B KOMMEPYECKMX KOIMYECTBAX, K
OBLLEMY YMCITY CKBaXKMH);

e CebeCToMMOCTb BOCMOHEHMS 3anacoB/bHO (B
CTOMMOCTb BOCMOJIHEHWSI 3aNacOB BXOAUT
CTOMMOCTU NpuobpeTerHnin, PP 1 paspaboTku. Ons
BVHK 1 HezaBUCUMbIX HEITEra30BbIX KOMMAHWIA
(HHIK) aTOT NnokasaTtesib COCTaBASET,
COOTBETCTBEHHO OT $5 1 $6,5-$7/BHJ;

e CebecTonMOCTb 00ObIMN/BHO;

e Obuasa cebecTonMoCTb pa3paboTkn/bBH3;

e KOS(MMULMEHT PELIMPKYNSALMM — pasHMLa Mexay
rEHEPUPYEMbIM MOTOKOM Ha/IMYHOCTU 1
cebeCTOMMOCTY BOCMOJTHEHNS 3anacoB
(Ecnn paxke B nepurog, HUSKKX LIEH Ha Cbipbe 3TOT
nokasaTesb NpeBblllaeT 1 — 3To paccMaTpuBaeTcst
KaK MOJIOXKUTENBbHBI haKTOP PENTUHIA).
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