
Moving Forward – A New Decade

Mark Gyetvay, Chief Financial Officer and Member of the Board

Goldman Sachs – Emerging Markets 1x1 Symposium

Goldman Sachs, Brook House, London, UK

30 November 2009



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 Company’s 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 Company’s 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 Company’s 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.



Keys to Our Success

 Maximum operating flexibility to adjust to changing business and 

economic cycles

 Operational flexibility at both the production and processing levels allows us 

to adapt to changing market conditions

 Capital discipline and efficiencies underpin our investment decisions

 Strong balance sheet – no liquidity issues

 Infrastructure investments to reduce operating costs

 High quality asset base scalable to changing demand scenarios

 Large, long-lived reserve/resource base – over 90% natural gas and 23 years 

R/P ratio (P1) and 36 years R/P ratio (P2)

 Close proximity to natural gas pipeline infrastructure

 Lowest cost producer in global oil and gas industry (based on scale)

 Low downside risk to natural gas price dynamics

 domestic price liberalization plan still ongoing
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Factors Distinguishing Our Business Model



Operational Profile
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NOVATEK Fields and License Areas
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1.   Yurkharovskoye
2.   East-Tarkosalinskoye
3.   Khancheyskoye
4.   New Yurkharovskoye
5.   North-Yubileyniy
6.   West-Urengoiskiy
7.   South-Tambeyskoye field
8.   Olimpiyskiy
9.   Termokarstovoye
10. Raduzhnoye
11. Yumantilskiy
12. North-Khancheyskiy
13. Yarudeyskoye
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NOVATEK’s core fields

NOVATEK’s other fields

NOVATEK’s license areas

Field’s acquired in 2009

Yamal-Nenets Autonomous Region 
(YNAO) – the world’s largest natural 
gas producing region

Main fields and license areas

Natural gas pipeline
Gas condensate pipeline
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Concept, Exploration & 

Appraisal
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Sterkhovoye Field (Olimpiyskiy license area)
Development drilling 2009-10

Termokarstovoye Field

NOVATEK Development Profile

X

Yurkharovskoye Field
License term – 2034

7 new layers discovered in 2008

Khancheyskoye Field
License term – 2019

6 new layers discovered in 2008

East-Tarkosalinskoye Field
License term – 2043 
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Exploration

Licenses

P1 reserves drawn to scale

P2 reserves drawn to scale
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South

Tambeyskoye Field1

Note:
1. 100% of South Tambeyskoye P2 reserves as of  1 July 2007 
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A Proven Strategy to Build Reserves

Proved Reserves (SEC), mmboe*

*  Proved reserves for each year-end are 100% engineered by DeGolyer & MacNaughton

Compound Annual Growth Rate:  10%
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Yurkharovskoye

East-Tarkosalinskoye

Termokarstovoye
Sterkhovoye

Khancheyskoye



Natural Gas Reserves Characteristics
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29%
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2% 3%

Structure of 2008 natural gas reservesHistoric natural gas reserve growth

Natural gas 1,500 m.

Gas/gas condensate 1,500 – 3,000 m.

Gas/gas condensate 3,000 – 4,500 m.

A majority of NOVATEK’s vast proved plus probable reserves are located in the deeper gas 
condensate bearing horizons, providing the Company with multiple revenue streams

(natural gas, stable gas condensate and LPG) 
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High quality reserve base supports production
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Lowest cost producer  for five (5) consecutive

three-year average periods1

Reserve Replacement Costs

Lowest Costs in the Industry

Source:  John S. Herold, Inc & Harrison Lovegrove & Co. 
“Global Upstream Performance Review  2009,

3 Year Avg RR Cost Trend, ($/boe)

Source:  John S. Herold, Inc & Harrison Lovegrove & Co. 
“Global Upstream Performance Review  2005, 2006, 2007, 2008 and 2009, 

Company filings and NOVATEK data
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NOVATEK Transportation & Processing  
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Yurkharovskoye Field – Transportation Scheme
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NOVATEK (under construction - 2010)
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Field development stages:

• Phase 1 – up to 9 bcm/yr

• Phase 2/stage 1 – up to 7 bcm/yr

• Phase 2/stage 2 – up to 7 bcm/yr

Yurkharovskoye

field

NOVATEK (new) 

Ø 400

L  326 km

NOVATEK (existing) 

Gazprom Gazprom
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Launched 

November 2008

Launched 

September 2008

NOVATEK (existing) 

Phase 1 launch January 2003

Phase 2/stage 1 launch
September 2008

Phase 2/stage 2 launch

October 2009



Yurkharovskoye Field Development
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2003 Planned 
wells

2007 Producing 
wells

2008-16 wells 
under construction

BU 8-9 layer, 2,800 m

BU 1-2 layer, 2,400 m

Well flow rates, mmcm/day

1.0

0.4

Well clusters at the Yurkharovskoye field
(90% of the field’s area lies offshore)

 Total rated field capacity on fully 

developed basis – 32.8 bcm/annum

 Optimization of field development plan 

through larger bore horizontal wells

 Increased recovery factor for natural gas at 

main formation from 72% to 89%

Optimization of development plan

0 m

1,000 m

1,500 m

2,000 m

2,800 m

2,000 m

2,000 m

1,500 m

Operating well #205
Gas production rate: 4.5 mmcm/day
Gas condensate production rate 350 tons/day 

BU 1 – 2 
formation 
thickness 100 m.



US: Low Flow Rates, Significant Declines
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The US gas market is characterized by low flow rates, high well counts, 

and significant decline rates.  In contrast, our Yurkharovskoye field’s new 

well flow rates average between 150 to 170 mmcf/day/well.  

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

0,0

1,0

2,0

3,0

4,0

5,0

6,0

7,0

8,0

9,0

10,0

Conventional 

GOM Shelf

Pinedale Woodford 

Shale

Green River 

Basin

Barnett Shale Fayetteville 

Shale

Cotton Valley Piceanse Vintan Basin

Ty
p

ic
a

l 
1
st

 Y
e

a
r 

D
e

c
li
n

e
s,

 %

In
it
ia

l 
P
ro

d
u

c
ti
o

n
 F

lo
w

, 
m

m
c

f/
d

a
y

Initial Production Flow (lhs) 1st Yr. Declines (rhs)



Case Study – Barnett Shale

15

A new shale play is expected to incur total drilling cost of approximately $65 

billion (21,600 wells drilled) to produce 30 bcm per annum; we will incur roughly 

$1.5 billion to drill 90 wells at YNG with the equivalent annual production rate   

Production decline rates for Barnett shale 
horizontal wells
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Note:  Assumes 800 wells drilled annually for 27 years.  Colored 

Segments represent production from each vintage

Hypothetical profile of a new gas Shale play,
based on typical profile of Barnett shale wells

Source:  IEA WEO 2009



Capital Efficiency
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High production flow rates yet low capital intensity 
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OAO Yamal LNG – South Tambeyskoye Field
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• Discovered in 1974, the field is located on the Northeastern side 

of the Yamal-Peninsula

• Initial license issued 13 July 2005 and valid until 2020.

• To date:

• 1,160 km2 of 3D seismic data

• 55 exploration wells drilled

Russian Reserve Classification 1 January 2008 (100%)

Category
Natural Gas, 

bcm

Gas Condensate,

mmt

Total    

mm boe

С1 1,004 38 6,889

С2 252 14 1,767

С1+С2 1,256 52 8,656

Category
Natural Gas

bcm

Gas Condensate,

mmt

Total   

mm boe

PRMS P2 628 23 4,303

PRMS P2 + P3 717 28 4,923

Independent Reserve Audit1, 1 July 2007 (100%)

1.  Ryder Scott Company, L.P.

OAO Yamal LNG holds the license for exploration 

and development of the South-Tambeyskoye field

South Tambeyskoye field

Malyginskoye

Tasiyskoye

N Tambeyskoye

W Tambeyskoe

W Seyakhinskoye
Kruzenshternovskoye

Bovanenkovskoye

Neytinskoye

Arcticheskoye

Nurminskoye

Sredneyamalskoye

Syadorskoye

Kharasaveyskoye Salmanovskoye

Map of the Yamal Fields



Expanding Our Commercial Reach
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Geographic distribution of stable gas condensate

, South Korea

Huizhoy, China

Diversifying our 

commercial activities 

to the growing Asia-

Pacific markets 



Oil and Gas Operational Results

Source: John S Herold, Inc & Harrison Lovegrove & Co. “2009 Global 
Upstream  Performance Review”

2008 Results of Operations

Optimizing profit in low price environment through strict cost control

5 Year Lifting Cost Trend, ($/boe)

Source:  John S. Herold, Inc & Harrison Lovegrove & Co. 
“Global Upstream Performance Review  2005, 2006, 2007, 2008 and 2009, 

Company filings and NOVATEK data
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-60% -45% -30% -15% 0% 15% 30% 45% 60% 75% 90% 105% 120% 135%

WTI US$/bbl

US$ appreciation to RR

Total revenues

Total operating expenses

Profit attributable to OAO NOVATEK shareholders

EBITDA

Property, plant and equipment, net

Total current assets

Total assets

Current liabilities

Total equity

Net cash provided by operating activities

Capital expenditures

Natural gas production (million cubic meters)

Liquids production (thousand tons)
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(50) 68.20

24.25 7

19,437 1,780

11,936 1,702

5,682 1,671

9,633 327

105,091 54,698

29,526(11,396)

138,516 44,687

10,877 14,061

97,292 29,978

6,759 3,764

(5,851) 9,784

7,531 225

105633

Note:  Number on y axis is starting value, size of bar is % change

Financial

Macroeconomic 

Operational

(in millions of Russian roubles)

NOVATEK 3Q09/3Q08 Performance Summary
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Liquids production (thousand tons)
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8.4059.80

32.21(0.88)

22,376(1,159)

15,038(1,400)

7,178 175

9,334 626

157,410 2,379

24,718(6,588)

186,391(3,188)

35,814(10,876)

120,299 6,971

8,448 2,075

4,794861

7,563 193

759(21)

Note:  Number on y axis is starting value, size of bar is % change

Financial

Macroeconomic 

Operational

(in millions of Russian roubles)

NOVATEK 3Q09/2Q09 Performance Summary
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Reporting Efficiency
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NOVATEK Gazprom Rosneft Lukoil

FY 2007 18-Apr-08 27-Jun-08 7-Apr-08 7-Apr-08

1Q 2008 15-May-08 17-Oct-08 9-Jun-08 2-Jun-08

2Q 2008 12-Aug-08 24-Dec-08 29-Aug-08 27-Aug-08

3Q 2008 10-Nov-08 25-Feb-09 1-Dec-08 8-Dec-08

FY 2008 17-Mar-09 29-Apr-09 2-Mar-09 31-Mar-09

1Q 2009 12-May-09 19-Aug-09 27-May-09 2-Jun-09

2Q 2009 17-Aug-09 30-Oct-09 1-Sep-09 27-Aug-09

3Q 2009 12-Nov-09 Expected 25-Nov-09 Expected

Reporting Dates for Selected Russian Oil and Gas Companies

NOVATEK has decreased the number of days required to report annual financial results from  

109 days in 2007 to 76 days in 2008 and has consistently provided quarterly financial 
information to the market at an average of 44 days after period end.

Red dates denote first to report during the period



A Compelling Investment Case
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Healthy 

Balance 

Sheet

Low-risk

Efficient

Assets

23 year R/P life
690 bcm P1 Gas reserves
78% Proved Developed

1.7+ tcm of natural gas
397+ mmt of liquids

approx. 14 billion boe
(excluding S. Tambey field)

Sufficient cash reserves,
strong liquidity ratios, and
substantially de-levered

Domestic gas price
continues to increase, 

volatility to liquid prices

Natural gas will remain 

the fuel of choice in
the 21st century 

Focus on developing
core natural gas and 

gas condensate assets

VALUE

Notes:

(1) C1 + C2 Russian reserve classifications



Questions and Answers Session
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Contact details:

NOVATEK’s Investor Relations

Mark Gyetvay, Chief Financial Officer

Gregory Madick, Head of Investor Relations

Tel: +7 (495) 730-6013

Email:  ir@novatek.ru

Website:  www.novatek.ru

mailto:ir@novatek.ru
http://www.novatek.ru/


Appendices
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Supply/Demand Environment – Europe & Russia
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Europe Will Still Be Calling for Russian Gas

 Current decline in gas demand in European markets is cyclical rather than 

structural and alternative gas supplies are unsustainable

 Current decrease in European demand for Russian gas is driven by unsustainably 

low spot prices, distortions in Gazprom’s price formula and seasonality factors

 Recent activity supports Gazprom’s position as the major supplier to European 

markets

 Indications that EDF (Electricite de France) will take an equity stake in the South Stream 
pipeline project

 E. On’s (Germany) willingness to increase purchases of Russian gas (at the expense of 
other suppliers)

 Poland has indicated that it will need additional Russian gas to meet winter demand

 Indigenous production in European gas basins continues to decline

 Current supplies of LNG to Europe are not sustainable

 Supplies to Asian markets will increase once economic activities recover

 Current LNG demand in the US expected to increase once US production declines set in
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actual       forecast

The main issue is 
today’s production 

sustainability
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Significant decline forecasted from major OECD Europe indigenous gas production 
will result in an increase in imports over the long-term.  Forecasts show that between 2007 

and 2030  imports will likely increase by 178 to 227 BCM per annum 



Europe demonstrates the greatest natural 

gas deficiency amongst key regions…

…and Russia currently supplies approximately 

30% of 2008 European demand 

Source:  2009 BP Statistical Review

Call on Natural Gas
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Existing and Planned Gas Pipelines to Europe

Source: IEA

Geopolitical bargaining 
position or potential CIS 
transit independence?

What are the 
responsibilities of 
transit nations?

Total export 
transit control? 

31

SHTOKMAN
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North Sea

The Great Pipeline 
Opera



The EU Natural Gas Storage Question 
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European Natural Gas Storage by Region

As highlighted throughout the past 

year, we have seen a significant 

reduction in EU natural gas storage 

volumes due largely to price 

arbitrage and supply disruptions.  

However,  natural gas storage has 

been increased with the additional 

new storage capacity and the EU’s 

reluctance to enter the winter 

season without adequate supplies 

as well as price normalization.



Domestic Balance Weighted to Independents

 No change to fundamental supply and demand dynamics for the Russian 

domestic market 

 Gazprom is still inclined to supply gas to the European market for higher prices 

and to maintain its market influence

 The postponement of Gazprom’s investment program will potentially delay the 

launch of new production capacity (i.e., the recent announcement on the 

Shtokman project)

 Natural gas supplies from Central Asia have already decreased significantly (due 

to pipeline disruption) and future purchases are uncertain – preliminary estimates 

that Central Asian imports will decline by roughly 50% over the next couple of 

years

 Gas and power sector reform still on track despite effects of economic downturn

 Base demand has remained relatively consistent during past recessions

 Existing and planned capacity increases will enable us to produce approximately 

52 bcm by the end of 2010 (no change to capital investment program)

 Our current market share, 30% of independent production, as well as our 

productive capacity provides the platform for future growth at the lowest cost 
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˚C

Deviation of winter season temperature from the 17-year average

(rhs)
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Macro – Crude Oil and Natural Gas Prices
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Closing price WTI, daily

Markets are best served when crude oil prices range between $50 and $80 per barrel
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Predictable Gas Pricing Model
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Steadily increasing natural gas prices on the Russian domestic market 

provide downside pricing risk protection and clarity for future revenues 



Price Volatility and Revenues
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Revenues 3Q09/3Q08
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A significant drop in the HH natural gas price has dramatically impacted 
the financial results of our peer group during 2009

Closing price for HHUB and WTI, daily
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EBITDA 3Q09/3Q08 Net Profit 3Q09/ 3Q08
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Correspondingly, we have seen a notable decrease across our peer 
group’s EBITDA and net profit from the significant drop in both the HH 

natural gas price and crude oil prices during the first nine months of 2009


