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ABOUT SCIP
facts & figures

| 2055ha
| 31km from Baku and close proximity to Baku-- £

of connectonto tites wi beprovidedby | { 5 —
play” system ez

ABOUT SCIP
the purpose of the foundation of SCIP
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KEY BENEFITS FOR INVESTORS
favorable geographical location

KEY BENEFITS FOR INVESTORS
infrastructure
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KEY BENEFITS FOR INVESTORS
social zone

KEY BENEFITS FOR INVESTORS
raw materials

On-Site raw materials
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KEY BENEFITS FOR INVESTORS
raw materials

Guaranteed Feedstock

Annual production capacity

KEY BENEFITS FOR INVESTORS
research & development, trainings
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KEY BENEFITS FOR i

KEY BENEFITS FOR INVESTORS |
incentives and government support
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T IOFT v TS, & 5 rd, TIg! res, ng painting
* HDPE * Folypropylens, Polyvinyichloride, PMMA,

* Ethylene

Packaging and containers
* Bottles, food containers, packaging materials
* Polyethylens, Polypropylene, PET

Electronics
* Personal computers, cell phones, ARVs, office appliances
* Polyathylene, Polypropylene, Polyvinyichloride

Textile
- * Clothing /apparel, industrial garments, ropes
* Polyethylene, acrylic fiber, etc.

Painss and coatings
. A ive coating, el ics coating, Industrial coating
¢ Polyurethane, polypropylena, acryl, vinyl

Solvents

* Car coolants, antifreeze, industrial
* Ethylene giycol, Propylene glycol

_ CONTACTS
“Sumagait Chemical Industrial Park” LLC

Adress: Khatai district, Khojali avenue
Tel: +994 012 488-80-65

Fax: +994 012 488-80-64

Email: office@scip.az

Website: www.scip.az




(2)RLHAHA MEFEAVFRMN)TZILNRN—DOHBETOS Y FIZDOWT

Our goal to visit Japan

» To learn practice of domestic famous chemical
companies

» To get more info about domestic chemical
companies

» Relation of SCIP and Japanese chemical
companies

» Direct investment to our projects by Japanese
financial Institutions and companies
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“Short info about PVC-S polyme{/

« PVC production ( NaCl and Ethylene)

» Main technology for PVC (Japanese "Chisso
Engineering Co., LTD” Chisso method, oxychlorination
of ethylene, suspension and emulsion polymerization
etc.

« PVC famous producer companies ( ShinEtsu -Japan,
INEOS- UK, SOLVAY -Belgium, Vinnolit -

Germany, Formosa Plastics Corporation -USA ets.

« PVC-S plant in Azerbaijan with the 200 ktpa capacity

« Our internal market need ~ 80-100ktpa PVC and
excess polymer will be sold to the Turkey, Georgia,
Russia and other CIS countries

SCe

~Available Raw Materials

Azerbaijan is abundant with raw materials for chemical industries such
as:

* Oil and gas (SOCAR is a state company in charge for Oil & gas
production)

« Particularly ethylene, propylene, C4 fraction, benzene etc.
(“Azerkimya"PJ)

« Caspian Sea Basin has ~ 30 bln ton of Oil and ~ 18-20 trin m? natural
gas

» Caspian Sea site which belong to Azerbaijan- has ~ 3-5 bin ton of Oil
and ~ 5 trin m? Natural gas

* In 2013 SOCAR produced ( cleaned ) 6 bin m* gaz and refined ~ 3
mil. ton oil

* Big deposits of -Salt, natural zeolites, clays, calcium carbonate, iron,
copper, molybdenum, bromine, iodine, gold’, silver and platinum

i .
ISew
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8 Azerdsijas Kepublic
S Foreign Companies
Q oCAR

XSS | Ads | R3O0 529
—

VS

~ Chemical Industrial Strategy in Azerbaijan

» Oil & Gas sectors
» Qil & Gas products
» Synthesis of methanol

*» MTO (Methanol to Olefins) process. Mainly to
ethylene, propylene and C, fraction

27



" Chemical Industrial Strategy in Azerbaijan

Chlorine and Sodium hydroxide products via membrane
electrolysis process (“"Azersu” JSC - water supplier company,
“"SOCAR" and for new PVC plant)

Availability of natural gas and a row of chemical products on the
base of methane

Inorganic chemistry especially on the base of CaCO;, I, and Br,

Organometallic products on the base of Br, and I, (300 t per
annum)

Pharmaceutical products and fine chemicals

Polymers- PP, HDPE, PET etc. (PP and HDPE are in process -to
be produced by State Oil Company)

Investment environment

o

» Low electricity price (5 euro cent per one kWt)
» Low natural gas price (100 euro per 1000 m3)
» Developed infrastructure

» Availability of organic raw materials in close surrounding
Russia, Iran, Turkmenistan and Kazakhstan

» Growing demand in local and neighboring markets such as:
Georgia, Iran, Russia, Turkey and Central Asia

» Cost effective labor force

» Government support. Opportunities for joint venture
establishment.

» Stable economical growth, socio-political stability

28
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SCIP priority projects -business
plans

» Polymers production- PVC-S, PET, Polycarbonate

» Chlorine gas, NaOH and disinfection products on
the base of chlorine gas

» Chlorination of CH; and C;H,
» Rubbers - for tire productions

» Pharmaceutical products (antibiotics, insulin for
diabetic peoples etc.) and Pesticides

» The catalyst Technology

On pipe projects

Melamine plant (60 ktpa) by AzMeCo
Formaldehyde plant (55 ktpa) by AzMeCo
Phenol formaldehyde plant (15 ktpa) by AzMeCo
Melamine formaldehyde (12 ktpa) by AzMeCo

Wooden plate materials 300 000 m?3 per annual by
AzMeCo

» Technical gases plant by “Air Liquide”

* Glass production with participation of "Textima” and
"Horn” companies

» Carbamide production by SOCAR
* Polymers production- HDPE, PP by SOCAR Polymers
» Pharmaceutical plastic products by "AzFlora” 9>

o ° o < aQ
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"".’Isfaﬁ_ﬁerships between Jé‘;;an aﬁd
Azerbaijan

» Transfer of innovative and high technology,
attraction of know-how

» Contribution in raise of production
competitiveness

» Participation in preparing of feasibility study for
potential projects
» Joint Venture opportunities

» Direct financing or co-financing opportunities of
potential projects

» Exchange of experiences, knowledge and
information

» Research and Development :

"\7Vorld PVC producers companies

In Europe ktpa In World ktpa
EVC 1400 Shin-Etsu 2450
Solvin 1300 FPC-Formosa 2160
Atofina 880 Occidental/Geon 2090
Vinnolit 570 Solvay (including 1900
Solvin)
Norsk Hydro 545 EVC 1400
LVM 435 Georgia Gulf/Condea |[1200
Vista
Shin-Etsu 390 Atofina 880
Vestolit 350 Borden 690
Cires 180 Vinnolit 570
Aiscondel 160 Norst Hydro 545
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PVC application areas

-

Building materials

« Isolation products

« House roof materials

« Plastic pipes

« Cables

« Lamps, packaging bags
« Doors, window etc.

p—

Thank you for your attention
» Many thanks to ROTOBO Group and President
of ROTOBO for support of this seminar

» Special thanks to Ms. Mizuki Chuman for
organizing our visit to Japan
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6. MEEH
(1) BYZIZEFBHLNG: YR EF XU R

+ RUSSIAN LNG
ol

RISKS AND OPPORTUNITIES

NEFT I KAPITAL  JAPAN 2015

g
Russia in global gas market

16.8% 17.9% 4.5%

Proven gas reserves Natural gas production LNG production
at the end of 2013 in 2013 in 2013

Sowee: BF. GIGNL

NEFT 1KAPITAL ~ JAPAN 2012
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Gazprom pipeline network

RITEANIR Y A N LA , W .
B NI (D |

NEFT IKAPITAL  JAPAN 2015 7

Soviet gas vs. global LNG

10°m?
120

e Gas export from USSR 109
e Global LNG rade

In 1990 Soviet Union exported
109 10° m? of natural gas

Utilization of current capacity
of export pipelines was 100%

The growth of soviet gas export
was faster than growth of
global LNG trade

1970 1976 1980 1988 1990
Source. Official stalistical publicabions of USSR, GIGNL
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Sakhalin-2

= The fields were
discovered in late 80-th

= Consortium formed in
1992

» PSAsignedin 1994

NEFT IKAPITAL  JAPAN 2015

Sakhalin-2

» The fields were
discovered in late 80-th

= Consortium formed in 1992
= PSA signed in 1994
= First oil —in 1999

» Sakhalin Energy shareholders:
Shell (55%), Mitsui (25%),
Mitsubishi (20%)

NEFT IKAPITAL  JAPAN 2015
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Sakhalin-2

. » FID on full development in
y 2003

, o » Environmental claims from
| - gowt structures in 2006

¢ In 2007 Gazprom bought
control stake of SE
« First LNG in 2009

Sakhalin Energy shareholders:

Gazprom (50%+1), Shell (27.5%-1),
Mitsui (12.5%), Mitsubishi (10%)

NEFT 1 KAPITAL JAPAN 2015 11

Sakhalin-2

LNG production Directions of supplies

» Others
S .Korea
mJapan

2009 2010 201 2012 2013 2009 2010 201 2012 2013

10% tones
1

10

3385858838838
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Yamal LNG

o Shareholders:
NOVATEK (60%),
Total and CNPC (20% each)

- A _n Capacity: 16.5 10° tpa
8 » ‘-’""'D -
s ™ . Start of production is
g — planned for 2017
- — Delivery by
1A.\f:inl"‘f".'l\wut,4 s The Northern Sea Route

e

NEFT I KAPITAL JAPAN 2015 13

Yamal LNG

PROS CONS

« MAX GOVTSUPPORT
SOLID RESOURCE BASE HIGH COST OF LOGISTICS

POSSIBILITY TOSUPPLY CURRENTLIMITATIONS ON

TOEASTAND WEST FUNDRAISING

POSSIBLE NEGATIVE
. EXPANSION CAPABILITIES CHANGES IN TAX LAWS

PRODUCTIONIS NOT
FULLY BOOKED

NEFT I KAPITAL JAPAN 2015 14
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Current status of
Sakhalin gas pipelines

» Existing pipelines
and LNG facilities
can’t capitalize all
of the Sakhalin gas;

- = All of the companies

- producing gas here
are interested to
develop infrastructure

NEFT IKAPITAL  JAPAN 2015 16




New LNG projects in Far East

4 Rosneft and ExxonMobil
& romote construction of

G " PG plant at llyinskoe

(1st train = 5 10° tpa);

KOMSOMTASE
| oN-AMUR

cnesi AR iz ALK Deposits of Sakhalin-1
g are the main source
p— of gas for a new plant;
' MFANS o The simplest way is to use
CHINA | Sakhalin Energy pipeline
LIVLAGWOSTOK
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New LNG projects in Far East

& Rosneft and ExxonMobil
& romote construction of
NS PG plant at llyinskoe

N\ (1st train = 5 10° tpa);

) KEARSOMOCSE

Rus-_;/,\ | "'M:: Oy B DGPOSitS Of Sakhalin-1
| * are the main source
,\-.um.aavs- Of gas for a new plant,

\ JAPAN 2
+ The simplest way is to use
CHINA Sakhalin Energy pipeline

L) VLAGVOSTOX
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New LNG projects in Far East

&

\
\
N
-
CENASTRI

KCASOMOLSE
ON-AMUR

RUSSJIA
|
KHABAATYEX

\

CHINA \|

|

L) VLAVOSTOX
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;UDGO»SMMLNS!

JAPAN

NEFT I KAPITAL

LPG plant for Sakhalin-1
can be placed also at
De-Kastri near the oil
terminal of Sakhalin-1;

. Special interest of

Rosneft is to destroy
Gazprom’s monoaoly on
gas export from Russia;

Gazprom will try to block
such attempts — company
has its own LPG-project

JAPAN 2015

New LNG projects in Far East

&
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Gazprom plans to build
LNG plant near Vladivostok
(3 trains x 5 108 tpa);

Sources of gas are
Gazprom'’s deposit at
Sakhalin and East Siberia
(by «Force of Siberia»
pipeline);

Announced start of
production - 2018

JAPAN 2015
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New LNG projects in Far East

4 Gazprom's East project
B I has very high CAPEX and
Gt OPEX (because of
“helium factor”);

) KDASOMOLSE

RUSS/,\ | wmosmns. ™ CNPC refuse to give
} ¥ the prepayment ($25 bin)
e for gas supply of Gazprom;
/ \
\ gt AN There is no progress in
CHINA | contracting the LNG
i of new Gazprom's plant

NEFT I KAPITAL JAPAN 2015

New LNG projects in Far East

&
A b In the end of 2014 Gazprom
declared that Vladivostok-
LNG can be canceled to

e increase of pipeline supply
o to China;
RUSSIA  QUIRND SAXHALIEN
'}\""“"”“' Pipeline «Khabarovsk-
\ China» definitely is the
v AN cheapest way to export

CHINA | additional Sakhalin gas;

(2 VLAVDSTOK

NEFT I KAPITAL JAPAN 2015

72




Conclusions

Under the sanctions all Russian companies faced
serious problems with financing capital-intensive
projects;

New foreign policy of Russia targeted at
intensification of cooperation with China doesn’t
facilitate the development of LNG industry

in Far East;

Russian share in the global LNG production will
decline in coming years

NEFT 1 KAPITAL JAPAN 2015
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OIL OF RUSSIA

under the sanctions

NEFT | KAPITAL « JAPAN 2015

Oil production in Russia

(with gas condensate)
in Russia shows almost
continuous growth

* last year 526,8 min tons
were produced in the
country that became an
absolute achievement

* since 1999 oil production
has ever been recorded
Z

NEFT | KAPITAL « JAPAN 2015
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Sanctions impacting oil and gas industry

European Union:

equipment to explore and
produce off-shore on depth
more than 150 m and behind
the Polar circle, and also for
the tight oil;

raising of debt financing of
Rosneft, Transneft, Gazprom
neft, and the largest Russian
state banks for the period of
more than 30 days

United States:

equipment to produce off-
shore on depth more than
152,4 m, to develop Arctic
shelf and tight hydrocarbons
onshore, and also drilling
rigs, underwater equipment,
components for horizontal
drilling, high pressure pumps
and software for
hydrofracking;

NEFT | KAPITAL+JAPAN 2015 3

Sanctions impacting oil and gas industry

United States:

« granting credits for the period

of more than 90 days for
Gazprom neft and Transneft;

granting credits for the period
of more than 30 days for
state banks of Russia, and
also Rosneft and NOVATEK

Other countries:

Australia;
Canada;
Japan;
Norway;
Switzerland

imposed similar restrictions

to deliver hi-tech equipment
for oil and gas production
and

to grant long-term loans

for key banks and companies

NEFT | KAPITAL+JAPAN 2015 4
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Damages

« Russian companies being credited
have almost lost an opportunity to be refinanced
on reasonable conditions
(first of all it concerns Rosneft);

. American restrictions to supply equipment
and software for hydrofracking threaten
not only future-oriented, but current production
projects as well;

. all projects connected with exploration
of Arctic shelf and production of tight oil
in which foreign companies, holders of appropriate
technologies participated, have been frozen

o

NEFT | KAPITAL+JAPAN 2015

Igor Sechin,
The President of Rosneft

in November 2014 declared
that Rosneft “will easily
absorb" 1,5-2 trillion rubles
($27-37 bin) from National
Welfare Fund of Russian
Federation. Earlier Sechin
requested for Rosneft
2,4 trin rubles or about
$45 bin from NWF

NEFT | KAPITAL+JAPAN 2015 6
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Loan debt of Rosneft

Net debt of Rosneft, $ bin

70 « recent years Rosneft has been
implementing active expansion
that allowed the company

45 to increase operational
40 performance figures
30 » the largest purchase of
Rosneft is TNK-BP for which
20 i i
%3 gy 14,4 Rosneft paid $45,1 bin in cash

10 l . I . growth of Rosneft's debt

became a collateral effect

Dec 10 Dec 11 Dec 12 Dec 13 Sept 14
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Loan debt of Rosneft

50 2« Rosneft looks significantly loaned up
m Net debt (1H14), $bin : . .
in comparison with other large

il e debt/EBITDA1S ,¢ ©il and gas companies of Russia
« in IVQ 2014 Rosneft had to repay
2 1.2 $10,2 bin
« in December 2014 Rosneft placed in

20 Russia bonds for RR625 bin (about
$10 bin) which were redeemed by
anonymous buyers. Analysts called it
10
0 o InRussia”.
Gazprom LUKOIL Rosneft It is still not known who bought...

04 “unprecedented on scales and the
most mysterious placement of bonds

NEFT | KAPITAL+JAPAN 2015 8
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Loan debt of Rosneft

* there is no official decision to grant money from
National Welfare Fund of Russian Federation
to Rosneft so far;

* in 2015 Rosneft should repay more than $20 bin;

* the rate of Central Bank of RF now is 17%
that limits raising of new credits in Russia;

* low oil price additionally complicates Rosneft’s
debt servicing;

* in the end of 2014 Rosneft agreed to sell 10% of
Vankorneft to CNPC. Apparently this transaction
will be closed and Rosneft will continue to sale
the assets in 2015...

NEFT | KAPITAL+JAPAN 2015 9

Igor Sechin,
The President of Rosneft

proposed to prohibit
to move away
all foreign hydrofracking fleet
from Russia

NEFT | KAPITAL+JAPAN 2015 10
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Fracking is the most essential

oil production technology in Russia

« sharp growth of oil production in the first half of 2000" was
facilitated mainly by large-scale introduction of hydrofracking;

* now Russia delivers more than 9000 fracking operations
per year, and this figure is consistently growing;

« in factin recent years all new wells in Russia are commissioned
after delivering of hydrofracking;

« fracktured wells, by some estimates, provide more than 30%
of current oil production in Russia;

* until recently 100% of hydrofracking fleet being employed
in Russia was manufactured by foreign (generally American)
vendors

NEFT | KAPITAL+JAPAN 2015 1

Fracking is the most essential

oil production technology in Russia

« approval tests of the first purely Russian hydrofracking fleet
were completed in Autumn 2013;

« it is a progressive solution, in particular, it uses gas-turbine
power drive with capacity up to 2250 hp (similar to the engine
of famous Russian T80 tank);

* in the end of 2014, after modifications, this hydrofracking fleet
was transferred for trial operation to one of subsidiaries
of Rosneft;

* now Russian hydrofracking complex exists in a single sample
being a trial model, line manufacturing is not arranged

NEFT | KAPITAL+JAPAN 2015 12
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Fracking is the most essential

oil production technology in Russia

>9000

trial model of fracking operations per year

Russian fracking fleet in whole Russia
from Kaliningrad to Sakhalin

Igor Sechin,
The President of Rosneft

' y in the beginning of 2015
decided to suspend the
project
to set up a support base
for off-shore operations
in Murmansk region

NEFT| KAPITAL+JAPAN 2015 14
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Current situation on shelf of Russia

Sakhalin (since 1999) Baltic Sea (since 2004)

3 platforms of
in Energy;
2 platforms of platform of LUKOIL
eftegas
1 underwater
ex of Gazprom

Caspian Sea (2010) Arctic seas (since 2013)

platforms of LUKOIL platform of Gazprom

NEFT | KAPITAL+JAPAN 2015 15

Current situation on shelf of Russia

mm Off-shore oil production, mmtpa
mm icluding Sakhalin

Share of off-shore in total prod., %
15 3,1

13 2,7
" 23
9 1.9
7 1.5
5 11
3 0,7
1 - 03

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
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Current situation on shelf of Russia

« offshore oil production in Russia doesn't grow,
offshore oil production in Sakhalin is slowly decreasing;

« offshore oil production in Russia has never exceeded
15 mmtpa or 3% of total production in the country;

» potential growth of production on new platforms
will be partially leveled by decrease of production on old ones;

» sanctions imposed against Russia in 2014
can slow down the development of Priraziomnoye field
of Gazprom and other offshore fields;

* the most important - on Russian shelf there are no more
large-scale fields prepared to start infrastructure construction
and development

NEFT | KAPITAL+JAPAN 2015 17

Current situation on shelf of Russia

+ in 2008 in legislation of Russia introduced the new standard
according to which new licenses for shelf sites can be
received
only those companies where state owns more than 50%,
and which have off-shore experience not less than 5 years;

« this decision resulted in splitting of shelf between
Gazprom and Rosneft. If a field, according to forecasts,
primarily contains gas in the main, government gives it
to Gazprom, if oil — to Rosneft;

* today Gazprom and Rosneft divided all promising,

according to primary seismic exploration, off-shore fields of
Russian Federation

NEFT | KAPITAL+JAPAN 2015 18
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Prospects of Russian shelf

» since 2008 Gazprom has

B emnor received more than 20 sites
i e in the Sea of Okhotsk and

the Arctic seas;

SEN OF OKNOTSE

» priority of the company -
[ onamin off-shore gas fields of Sakhalin
with proved reserves more
than 800 bem;

// i « implementation of the project

RUSSIA 2 JUZHKO-SUALINSK

in Sakhalin depends on
JAPAN arrangements with gas buyers;

CHINA * FID on this project

has not been accepted yet

SEA OF JAPAN

NLAGWOSTOK

NEFT| KAPITAL+JAPAN 2015 19

Prospects of Russian shelf

« fields of the Kara Sea got
by Gazprom, according to the
company'’s intention, will
compensate natural decline
" e . of production of Yamal
onshore fields;

o * now producing capacities
e . of Gazprom exceed demand
— e s s for its gas;

i * need for off-shore gas
& = e of the Kara Sea can
: arise
only after 2025

NEFT | KAPITAL+JAPAN 2015 20
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Prospects of Russian shelf

At the most favorable environment,
production on new offshore fields of
Gazprom

'_Will start not earlier than 2019-20

NEFT | KAPITAL+JAPAN 2015 21

Prospects of Russian shelf

Rosneft received more than 30 sites
in the Black Sea, the Sea of Okhotsk and the Arctic seas.
Total area of these sites is about 1 min km?
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Prospects of Russian shelf

ExxonMobil Statoil

4 in Kara Sea; 3 in Okhotsk Sea;
3in Laptev Sea; 1 in Barents Sea
3 in Chukchi Sea;

1 in Black Sea

INPEX
2 in Barents Sea:
1in Black Sea in Okhotsk Sea
NEFT | KAPITAL+JAPAN 2015 23

Prospects of Russian shelf

* August-September 2014 the first exploration
well was drilled on structure Universitetskaya
on site Vostochno-Prinovozemelsky-1;

« works on well had to be finished ahead of
schedule because of sanctions, and
ExxonMobil cannot participate in it any more;

» following the results of drilling of one well,

Rosneft declared opening of Pobeda (Victory)
field;

« in the end of 2014 State Reserves
Committee approved recoverable reserves
of Pobeda field at the level of 130 min tons
of oil and 500 bin cm of gas

NEFT | KAPITAL+JAPAN 2015 24
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Prospects of Russian shelf

« after completion of works on Universitetskaya-1 well
ExxonMobil declared freezing of all projects connected
with
shelf of Russia except for Sakhalin-| project;

« other foreign partners of Rosneft in off-shore officially
did not declare freezing of projects, however last year
field works were not delivered, and the next year, so far as
known, they are not scheduled;

* in circumstances of limited access to loan financing abroad,
Rosneft definitely will not deliver investigation independently
on off-shore fields;

* in the end of 2014 Rosneft demanded from the government
to prolong exploration period for shelf sites from 10 to 15
years NEFT| KAPITAL - JAPAN 2015 25

Prospects of Russian shelf

« field Pobeda discovered in the Kara
Sea contains more gas, than oil;

g * Russia do not have and do not
expect to have deficiency of
cheaper
gas reserves in development;

Pt swanr?) * "back-up" offshore fields of Gazprom
— exceed Pobeda in reserves and
= are located closer to the coast;

R * today in the world there are
oheuip  YAMAL no technologies to develop
e offshore

fields in such high latitudes
NEFT | KAPITAL»JAPAN 2015 26
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Prospects of Russian shelf

Rosneft had no chances to start industrial production
on new off-shore sites before 2020,
even if there were no any sanctions;

. today off-shore projects of Rosneft are deemed
. outdated

NEFT | KAPITAL+JAPAN 2015 27

Tight oil of Russia

. tight oil — the oil concentrated in low permeable rock;

« main geological object of such character in Russia
is so-called Bazhenov Formation, widespread
in Western Siberia in the area more than 1 min km?;

. 0il content of Bazhenov Formation was established
in the late 60s, but the priority for industry historically was
“easy-to-develop” conventional reservoirs;

. current level of oil production from Bazhenov Formation
and its analogs in Russia does not exceed 1 mmtpa or
less than 0,2% of total oil production, it is trial development
indeed

NEFT | KAPITAL+JAPAN 2015 28
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Tight oil of Russia

. in the beginning of 2010th Russian oil companies
started engaging foreign companies
to explore and develop tight oil deposits;

« in 2012-13 Rosneft established joint ventures for tight oil
development with ExxonMobil and Statiol, in 2013 Gazprom
neft began the similar project in partnership with Shell, in 2014
LUKOIL agreed on tight oil with Total;

« the main target of these joint ventures was the estimation of
productivity of tight oil layers within the scope of fields of
Russian companies that are being developed;

+ in the autumn 2014 after introduction of corresponding
sanctions all tight oil projects in Russia with participation
of foreign companies were suspended

NEFT | KAPITAL+JAPAN 2015 29

Prospects of Russian tight oil

Oil production in KhMAD
» * oil production in Khanty-Mansi

Autonomous District is

G continuously falling down since
2007 because of natural depletion
of the largest fields;

= « all necessary infrastructure in
KhMAD has already been

m constructed that increases the
attractiveness of tight oil projects;

a * Bazhenov Formationis a
unique opportunity for KhMAD

RREEER

to break a negative
production movement

180

RRRR

210
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Summary on sanctions impact

. basic negative factor for the industry
is restriction to access loan financing;

. impact of this factor is enhanced by
low oil prices;

. sector sanctions are targeted at delay
to develop perspective industry areas -
tight oil reserves and off-shore of
Russia

NEFT | KAPITAL+JAPAN 2015 3

. according to official forecasts, oil production in Russia
in 2015 will remain at 2014 level, in 2016 growth is possible
via commissioning of new fields of Eastern Siberia and
Krasnoyarsk Krai;

« Subject to maintaining adverse conditions, the companies
should reduce investment programs that will negatively affect
current production and commissioning of new fields;

« main «drivers» of oil production in Russia of the last years -
large-scale greenfields of Eastern Siberia — by 2015
has reached peak production, thus production in Khanty-Mansi
Autonomous District continues to go down;

« Russia expects oil production decline in 2015

NEFT | KAPITAL+JAPAN 2015 32
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Thank you for your attention
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