
Focus on Growth  

Corporate Strategy Day Presentation  

London Stock Exchange  

London, UK 

9 December 2011  



Disclaimer  
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This presentation  does  not  constitute  or form  part  of, and  should  not  be  construed  as, an  offer  to sell or issue or the  solicitation  of an  offer  to 

buy  or acquire  securities  of the  Company  or any  of its subsidiaries  in any  jurisdiction  or an  inducement  to enter  into  investment  activity  in 

any  jurisdiction .  Neither  this presentation  nor  any  part  thereof,  nor  the  fact  of its distribution,  shall  form  the  basis  of, or be  relied  on  in 

connection  with,  any  contract  or commitment  or investment  decision  whatsoever .  The information  contained  in this presentation  has not  

been  independently  verified .  The information  in this presentation  is subject  to verification,  completion  and  change  without  notice  and  

neither  the  Company  is under  any  obligation  to update  or keep  current  the  information  contained  herein .  Accordingly,  no  representation  

or warranty,  express  or implied,  is made  or given  by  or on  behalf  of the  Company  or any  of its respective  members,  directors,  officers  or 

employees  nor  any  other  person  accepts  any  liability  whatsoever  (in  negligence  or otherwise)  for any  loss howsoever  arising  from  any  use 

of this presentation  or its contents  or otherwise  arising  in connection  therewith .   

This presentation  and  the  information  contained  herein  does  not  constitute  and  should  not  be  construed  as an  offer  to sell or the  

solicitation  of an  offer  to buy  securities  in the  United  States as defined  in Regulation  S under  the  US Securities  Act  of 1933 (the  "Securities  

Act") .  Any  securities  of the  Company  may  not  be  offered  or sold  in the  United  States absent  registration  or an  exemption  from  registration  

under  the  Securities  Act .  The Company  has not  registered  and  does  not  intend  to register  any  portion  of the  Offering  in the  United  States or 

to conduct  a public  offering  of securities  in the  United  States. 

This presentation  does  not  constitute  a public  offering  or an  advertisement  of securities  in the  Russian Federation  and  does  not  constitute  

an  offer  or a proposal  to make  offers or to acquire  any  securities  in the  Russian Federation .  

This presentation  contains  "forward -looking  statements"  which  include  all  statements  other  than  statements  of historical  fact .  Such 

forward -looking  statements  can  often  be  identified  by  words  such  as "plans,"  "expects,"  "intends,"  "estimates,"  "will,"  "may,"  "continue,"  

"should"  and  similar  expressions .  Such forward -looking  statements  involve  known  and  unknown  risks, uncertainties  and  other  important  

factors  beyond  the  Companyõs control  that  could  cause  the  actual  results, performance  or achievements  of the  Company  to be  

materially  different  from  future  results, performance  or achievements  expressed  or implied  by  such  forward -looking  statements .  Such 

forward -looking  statements  are  based  on  numerous  assumptions  regarding  the  Companyõs present  and  future  business  strategies  and  the  

environment  in which  the  Company  will  operate  in the  future .  By their  nature,  forward -looking  statements  involve  risks and  uncertainties  

because  they  relate  to events  and  depend  on  circumstances  that  may  or may  not  occur  in the  future .  These forward -looking  statements  

speak  only  as at  the  date  as of which  they  are  made,  and  none  of the  Company  or any  of its respective  agents,  employees  or advisors  

intends  or has any  duty  or obligation  to supplement,  amend,  update  or revise  any  of the  forward - looking  statements  contained  herein  to 

reflect  any  change  in the  Companyõs expectations  with  regard  thereto  or any  change  in events,  conditions  or circumstances  on  which  

any  such  statements  are  based .  The information  and  opinions  contained  in this presentation  are  provided  as at  the  date  of this 

presentation  and  are  subject  to change  without  notice . 
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Presenter  Title 

Leonid V. Mikhelson  Chairman  of the Management Committee  

Mark A. Gyetvay  Chief Financial Officer  



Agenda  
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Topic  Time 

1. Introduction  5 min.  

2. Strategy   90 min.  

3. Q&A  60 min.  

4. Reception  



Leveraging Our Core Business Strengths  
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Highly favorable gas market 

fundamentals  

 

 
Simple and transparent  

group structure  

 
 

High standards of corporate 

governance and transparency  

 
 

Committed owners and  

experienced management  

 

 
Compelling business case, 

robust model, clear strategy  

 

 
Organic growth platform based 

on ample reserves  

 
 

Strong profitability and cost 

advantage  

 
 

Low debt levels and strong 

creditor protection  
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Clear and Transparent Structure  

6 

8
4

%
 o

f 

p
ro

d
u

c
ti
o

n
 

M
id

-t
e

rm
 

p
ro

d
u

c
ti
o

n
 g

ro
w

th
 

P
o

rt
fo

lio
 o

f 

p
e

rs
p

e
c
ti
v
e

 l
ic

e
n

s
e

s
 

fo
r 

fu
tu

re
 p

ro
d

u
c
ti
o

n
 

OAO NOVATEK 



Core Strategy  
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Increase hydrocarbon 

production  
Maintain low cost structure  

Optimize marketing channels  Expand processing capacity  

Grow resource base  

Conservative Financial Policies  

Prudent Investment Decisions  
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Delivering on Core Strategy  
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Strategic Goals  Results: 2005 ð 2011  

Increased Resource  

Base 

ÅTotal P1 reserves increased approximately 2x  

ÅOrganic growth at the Yurkharovskoye  field  

ÅStrategic acquisition of Yamal  LNG, SeverEnergia  and Sibneftegas  

as well as licenses in the Gydan  peninsula  

ÅIncreased # of Licenses from 13 to 38  

ÅIncreased gas production capacity more than 2x to 54 bcm   

ÅExpanded processing capacity to 5 mmt  

ÅCompleted 1 st & 2nd  development stages at Yurkharovskoye  field  

ÅAcquisition of producing asset ð Sibneftegas     

ÅOne of the lowest cost producers in the Oil & Gas industry  

ÅLifting costs per boe  averaged approximately $ 0.50 

ÅOptimized cost structure through infrastructure investments  

ÅGeographically expanded liquid sales  

ÅEstablished subsidiaries in key gas consuming regions  

ÅLaunched and expanded the Purovsky  Plant 

ÅDivested non -core low margin business  

ÅNet income CAGR 1 37.5%  

ÅDividend CAGR 1 34.8%  

ÅShare price increased 2 by 821% 

Created Shareholder  

Value  

Maximized Margins  

Maintained Low Cost  

Structure  

Increased Production  

Notes:  
1. Compound Annual Growth Rate (CAGR) 2005 ð 2010 
2. Increase as of 1 December 2011 compared to IPO price  



2004 2005 2006 2007 2008 2009 2010

4,178 

2,900 

2,450 

- 98 

- 1,342 

8,088 

2004 Organic

Growth

Acquisitions Disposals Production 2010

Reserve Growth, mm boe  
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Proved Reserve Changes (SEC)  

Organic growth accounted for 55% of total 

reserve growth  

Total reserves by category  

2009 South-Tambeyskoye  field  

2010 SeverEnergia  

2010 Sibneftegas  

2010 Termokarstovoye  
field  

Yurkharovkoye  field  
Olimpiyskiy  LA 
Termokarstovoye  field  
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21,174 

14,869 

9,919 9,875 10,093 

8,397 

9,543 

Proved (SEC) Proved + probable (PRMS)  ABC1+C2  



155 

184 
206 206 

220 
237 

274 

379 

2004 2005 2006 2007 2008 2009 2010 2011E

Liquids Natural Gas

2.1 2.1 
2.3 2.4 

2.6 

3.0 

3.6 

 4.2  

2004 2005 2006 2007 2008 2009 2010 2011E

Crude oil Gas condensate

20.9 

25.0 

28.6 28.3 
30.4 

32.4 

37.2 

52.6 

2004 2005 2006 2007 2008 2009 2010 2011E

Sales Production Growth  
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Growing production to meet market demand  

CAGR 14% 

Natural Gas Sales Production , bcm  

CAGR 10% 

Liquids Sales Production, mmt  Total Hydrocarbon Production, mmboe  

CAGR 14% 

Absolute increase 151.7%  Absolute increase 100.0%  Absolute increase 1 44.5% 



World Class Reserve Metrics  
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One of the lowest cost, most efficient and longest life producers in the  

global oil and gas industry  

0.6 1.0 
2.2 

0.9 1.1 

12.3 

14.0 

17.2 
16.6 

15.2 

 '04-'06  '05-'07  '06-'08  '07-'09  '08-'10

NOVATEK Peer avg

Note 1:  Peer group includes Anadarko , Apache, BG Group, EOG , SWE, Nexen , EnCana, Chesapeake, Lukoil, Rosneft , Pioneer and Devon  
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22 
23 23 

29 30 

13 13 13 13 13 
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2005 2006 2007 2008 2009 2010

NOVATEK Peer avg

Reserve Replacement Costs  

 (3-year average),$/ boe  

Reserve Life, 

 years  

194% 
158% 162% 

431% 

567% 

243% 
259% 242% 

225% 
195% 

 '04-'06  '05-'07  '06-'08  '07-'09   '08-'10

NOVATEK Peer avg

Reserve Replacement Rate 

 (3-year average ), % 

Sources: Company data, IHS Herold  Upstream Reviews, 2006 ð 2010, SEC reserves 

1 1 1 



5,968 

13,662 
14,007 

18,728 

22,927 
25,722 

40,278 

2004 2005 2006 2007 2008 2009 2010

8,685 

23,109 
23,229 

29,436 

36,807 
39,691 

57,506 

2004 2005 2006 2007 2008 2009 2010

24,144 

38,477 

49,373 

62,370 

79,272 

89,954 

117,024 

2004 2005 2006 2007 2008 2009 2010

Financial Results ð Double Digit Growth  
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Total Revenues, RR mln  

Steady increase in our financial results  

CAGR 30% CAGR 37% CAGR 38% 

EBITDA, RR mln Net Income, RR mln  

Absolute increase 384.7% Absolute increase 562.1 % Absolute increase 574.9 % 



 17.6 

 14.7 

 12.2 

 14.9 
 16.0  16.0  16.1 

2004 2005 2006 2007 2008 2009 2010

 56.1  

 87.6  
 97.3  

 112.7  

 135.9  

 152.1  

 187.7  

2004 2005 2006 2007 2008 2009 2010

162.8 
187.5 

221.4 

262.9 

317.4 

359.5 

424.3 

2004 2005 2006 2007 2008 2009 2010

Oil and Gas Results, RR/boe  
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CAGR 17% 
CAGR 22% 

Higher prices and cost control has contributed to a more than  

three -fold increase in cash flow per boe  

Note  1: Cash  flow  is calculated  as results of  operations  for  oil and  gas  producing  activities  less depreciation,  depletion  and  amortization  

Oil &Gas Revenues  Lifting Costs  Oil &Gas Cash Flow 1   

Sources: Company MD&A and Unaudited Supplementary Oil and Gas Disclosures from annual IFRS financial statements  

Absolute increase 160.6 % 
Absolute increase 234.7 % 

Average lifting cost ð ~RR 15/boe  
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Global & Russian Energy Market Outlook  

Global & Russian Energy Market Outlook  



2005 Forecast of Global Gas Market in 2010  

15 Source:  PFC Energy  

North America  

Emerging as largest LNG market.  

Henry Hub to converge  

with oil  

Europe  

Dependence on imports.  

Russian market share  

to grow considerably  

Central Asia  

Russia dominant, although Europe 

trying to make inroads  

Latin America  

Mainly a regional pipeline market.  

High potential integration  

Africa  

Large export potential  

from North and West Africa  

Middle East  

Qatar and Iran to dominate 

global LNG supplies Major 

competitor to Russia  

Australia  

Large proposed  

LNG projects  

but very slow progress  

( e.g. Gor gon , Browse ) 

Asia  

China and India  

high potential  

demand but hard  

to get òmarket prices ó 

export  

Import  

 



2010 ð Global Gas Market Forecast Changes  

16 Source:  PFC Energy  

North America  

Self-sufficient and potential LNG exporter.  

Henry Hub diverged from rest of world  

Europe  

Diversification progressing.  

Aggressive energy efficiency/  

carbon reduction targets  

Central Asia  

Lowering dependence on Russia.  

 China is dominant player  

Latin America  

Pipeline integration failed.  

ȱmerging LNG importers; Brazil 

could be massive exporter  

Africa  

Algeria, Libya, Egypt  

and Nigeria all disappointed.  

Middle East  

Qatar moratorium in place.  

LNG imports in Kuwait and Dubai;  

Iran LNG plans difficult  

Australia  
The rising star of LNG ð  

Massive proposed projects.  
Rapid development  

schedules  

export  

Import  

 

Asia  

China and India paying  

òmarket prices ó  

but Chinese near -term import  

needs questioned  



Global Gas Market in 2020E   

17 Sources: BP Statistical  Review  of World Energy 2011,  IEA World Energy Outlook 2012, Russian Government õs Gas Strategy to 2030 and Company data  



Global Gas Balance ð Long vs. Short Gas  
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Net Exports, bcm  

 
Net Imports, bcm  

Sources: US Energy Information Agency, International Energy Outlook 2011, BP Statistical Review of World Energy 2011, (Proved (P 1) reserves as of 31 December  2010) 

òCall on Russian Gasó 

North America  

2010 Proved reserves, tcm  

South America  

Europe  

Russia 

Asia Pacific  
Africa  

Middle East  

Central Asia  


