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RussNeft Preliminary Results 2008 And Targets For 2009

Moscow, April 09, 2009 – OAO Oil and Gas Company RussNeft reported today preliminary results for the year 2008. 

For OC Russneft the year 2008 was marked by growth of key performance indicators. OC RussNeft is now one of three major Russian companies, after it ramped up hydrocarbon production (14.2 million tons, up 0.55%) in 2008, when the indicators of the branch were mainly going down. It also provided for a higher refining output (7.5 million tons, up 2.4%) and a hydrocarbon reserves increase (up 5%, by 20 million tons, C1 category). Consolidated revenues reached the historical maximum of over USD 8 billion (up 20%). OC RussNeft settled all tax claims against it and completely fulfilled its obligations regarding the redemption of inaugural bonds. The new management launched the process of restructuring the company’s assets, aimed at creating a transparent corporate structure, cost cutting and raising efficiency. 

Chairman of the Board of Directors of OC RussNeft Vladislav Soloviev commented on the results for the year 2008: “RussNeft showed a good performance in 2008, but the global crunch and the poor market situation made us review comprehensively the company’s work pattern. The RussNeft’s key task for 2009 is substantial cost-cutting, including that of production costs. RussNeft has a large development potential, and I am sure that it is to be one of the most efficient Russian companies in the near future”. 

Performance indicators
In 2008, the enterprises of OC RussNeft produced 14.2 million tons of hydrocarbons, up 0.55% against 2007. Production growth was the result of large-scale drilling programs successfully implemented in Western Siberia and the Udmurt Republic, and launched production at new oilfields Verkhne-Shapshinskoye and Yuzhno-Roslavlskoye (Western Siberia). In 2008, the production at the OC RussNeft’s new well stock totaled over 1.1 million tons, the average oil yield per one new well reaching 59.9 tons per day. The investments into exploration and production drilling amounted to more than USD 257 million.  
The hydrocarbon reserves of the company increased by over 20 million tons (up 5% compared to 2007). In 2008, OC RussNeft discovered a new oilfield in the Saratov region (Luzianinskoye oilfield), new deposits were also discovered within the Tagrinskoye (Khanty-Mansi Autonomous Area), Roslavlskoye (Khanty-Mansi Autonomous Area), Belokamennoye (Saratov region) and Gurarinskoye (Tomsk Region) oilfields. Miller and Lents (USA) reported 1713.3 BOE of proved reserves of OC RussNeft
 in accordance with the international standards, including 1562.5 million barrels (213.2 million tons) of oil and 905 billion cubic feet (25 billion cubic meters) of gas. The total recoverable reserves of OC RussNeft in accordance with the Russian classification (ABC1+C2) are 588 million tons of oil and 86 billion cbm of gas. 

In 2008, OC Russneft refinery output increased by 2.4% to 7.5 million tons after the company’s refining facilities were modernized. Investments into the modernization exceeded USD 40 million in 2008, with more than USD 9.6 million spent on repair works. 
OC RussNeft distribution chain’s retail sales of oil derivatives totaled 650.8 thousand tons in 2008, up 11% compared to 2007. 

Financial performance

In 2008, OC Russneft had a better financial position compared to the previous year. Revenues reached the historical maximum of USD 8.09 billion, up 20% against 2007. A favourable pricing environment at the oil and derivatives market and the refinery output increase were the growth reasons. 

In 2008, OC RussNeft completely settled tax claims against it. The RussNeft’s payments to the budgets of all levels, inclusive of settlement of tax indebtedness, totaled USD 3.6 billion. 

In December 2008, OC Russneft completely fulfilled its obligations regarding bond redemption within the framework of the Russneft-1inaugural bond loan; the company’s payments  exceeded USD 280 million (RUR 6.97 billion). The current proceeds of OC RussNeft indicate good prospects of fulfililng the company’s obligations in future, as well. 

Restructuring of the company

In 2008, OC RussNeft embarked on a program of asset restructuring designed to raise the efficiency, optimize costs and create a transparent corporate structure through region-based mergers of subsidiaries into business units (blocks). The target model of OC RussNeft contemplates setting up five blocks of existing assets: two in Western Siberia and one in each of the following regions: Udmurtia, the Tomsk region and Central Russia – the Volga Region. In 2008, the majority of subsidiaries implemented corporate procedures necessary for their future reorganization. 

Plans for 2009

The OC RussNeft management plan to largely reduce the company’s production cost and stabilize the company’s financial position through implementing a package of anti-crisis measures and completing the asset restructuring in 2009. 

The company is to focus on the oilfields with stable production growth. The targeted lifting cost reduction is 30%. 

In 2009, OC RussNeft will be further investing into the modernization of its refineries, the strategic target oil refining depth being 92%.

For reference: 

OAO Oil and Gas Company RussNeft is a vertically integrated oil holding numbered among top ten Russia’s oil and gas companies. 
RussNeft includes 21 upstream entities, 3 refineries, a chain of modern refuelling stations (96) in the Orenburg region. The company’s plants are located in 14 regions of Russia and the CIS countries. 

The business geography of the Moscow-based RussNeft covers the Khanty-Mansi Autonomous District, the Yamalo-Nenets Autonomous District, the Tomsk, Ulyanovsk, Penza, Volgograd, Briansk, Saratov, Kirov and Orenburg regions, the Krasnodar Territory, the Republics of Udmurtia  and Belarus 

RussNeft has the total recoverable reserves of over 600 million tons. The annual production reached 14.2 million tons in 2008. The annual throughput of the refineries is 7.5 million tons. 
The staff of the Company personnel is over 20 thousand. 
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