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P. Yunkoyr:

Where do you see the oil price in a year’s time?

0. NMyMnaAHCKuMK:
You know we are praying for USD 65 for WTI by the end of the year and maybe
USD 70 for Brent. | think it will give confidence to all customers to start

investing...

P. Yunkoyr:

USD 70 for Brent. Ok, we have one guess and that is how we are going to kick it
off. Thank you very much, Dmitry Pumpyansky. He is the world’s biggest pipe
maker and supplies almost all of those pipes to the oil and gas sector so he
definitely is interested in what the olil price is going to be.

Welcome to our debate, a Bloomberg television debate. Welcome to
St. Petersburg, Russia. My name is Ryan Chilcote. We are going to be
examining the new realities of the oil and gas market. Let’s take a look at what

the world of oil and gas of tomorrow looks like.

Bupeo:

Global oil and gas markets have entered a new era, and the changes began last
year.

“We simply need an additional monitoring and new consultations if necessary.” —
Igor Sechin, Rosneft CEO.

Consulting and monitoring oil prices does not mean cutting production. That
comment from the head of a producer that drills more oil than any other public
company in the world sent prices already tumbling further south. Russia, Mexico,
Venezuela and Saudi Arabia could not agree to cut production nor does OPEC.
Today, the Saudis are pumping more oil than at any point in the last three
decades. And Iraq, Libya and Iran are already the post sanctions high and say
that they will add millions of barrels to the market. The world is washed in oil.
“There is increase in demand, there is just a lot of oil around.” — Bob Dudley, BP
CEO.



Executives of the world’'s biggest oil companies believe American shale
revolution will continue.

“This business will survive at 100 dollars Brent pricing, it will survive at 50-60
dollars Brent pricing.” — Ryan Lance, ConocoPhillips CEO

There may be a new reality on the market.

“Now the cycle is down, we have to live with it. We have to accommodate our
people, our country to the new reality that the market will not realize USD 100
anymore.” — Abdallah El-Badri, the OPEC Secretary General.

What role will oil and gas companies play in the future, if any, and how will they
change?

“One of these days we are not going to need fossil fuels. | do not know when —
2040, 2050 or thereafter.” — Ali Al-Naimi, Saudi Arabia Oil Minister.

P. Ynnkoyr:

Welcome back. Exactly one year ago today the price of oil, a barrel of oil, stood
at USD 113. It is now just north of USD 60 a barrel. Where will it be in a year’s
time? Let's continue the guessing game. At first, we have Ben Van Beurden of

Shell. Give us the Shell view.

Bb. BaH bepaeH:

Well, Rayan, if you were going to get a real number out of me | am afraid | have
to disappoint you. My reputation is way too important for me to try predicting or
speculating. What | do believe is that in the long term the fundamentals are pretty
clear. We will see continuing slow growth in demand. We will see a continuous
decline in supply from existing fields. So what we will see is a continuing need for
investment in the oil sector just to have supply and demand balance. We think in
the long run oil prices will have to revert to levels in the line with our long-term
planning premises USD 79-110 oil. When it will happen and how it will happen, |

do not know.

P. Yunkoyr:
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Thank you very much! Alexander Novak, give us the view of the Russian Energy

Ministry — oil in a year’s time, where will it be?

A. HoBak:

A He xoTen Obl genatb MPOrHO3bl, HO TEM HE MEHEe, HYXXHO rOBOPUTb O
CpefHerogoBon LEeHe, Tak Kak B TeYeHMe roga OHa MOXET MEHATbCS Kak B
CTOPOHY CHWXEHUS, Tak U B CTOPOHY yBenuyeHus. Ha mon B3rnsa, ueHol 6yayT
HWXE, YeM CuYMTaeT rocnoauH BaH bepaeH. XoTsa, MOXeT ObiTb, eMy BUOHEE —
OH 6Gonble 3HaeT nNpo cnaHueByt HedpTb. MHe kaxeTcs, YTO cerogHsilHue
BO3MOXHOCTU pblHKA TakoBbl, 4YTO npwu Yycnosunm 6GanaHca cnpoca WU
npegnoxeHud, B bnmxkanwme Apa-Tpyu roga ueHa HedTn mapku Brent Gyget B

panoHe 65 gonnapos. KOHeYHO, OHK, MOTYT KonebaTbCes.

P. Yunkoyr:
Mario Mehren, give us the Wintershall view. The price of oil in one year’s time. A

number?

M. MepeH:

| would like to join Ben Van Beurden in not giving you a number but what | would
like to give you is the outlook that we will definitely continue to see lots of
volatility. And, therefore, | think for the oil and gas industry the question is not
that much about what will be the exact price in one year’s time but rather how
can we better deal with that volatility and how can we make ourselves as an
industry efficient, performing and strong so that we can handle this volatility in the

future.

P. Yunkoyr:

Alexander Dyukov, the view from Gazprom Neft. | know you have got a number.

A. OokoB:
A Takke He xoTen 6bl AaBaTb NPOrHO3bl. 1 HA30BY OA4HY TOMbKO OAHY LNMpPY: A

cunTaro, 4Yto ueHa 75—80 gonnapos. Kak HM napagokcarnbHO, HO Yepes rog aTa



UeHa [oShKHa YCTpOUTb W MpousBoauTend, U notpedbutend. B Hactoawmmn
MOMEHT noTpebutenb HacnaxgaeTcsa HU3KMMUM LeHaMW, HO Mbl MPEeKpacHo
noHMMaeM, 4TO [Ans Toro, 4tobbl co3gaTb YCroBUS ANS  3aMeLleHus
BblObIBaOLMX MOLLHOCTEN U 3KOHOMUYECKOro pocTa, BCe paBHO noTpebneHue
HedTU OOMKHO yBenuuuBaTbCcs. A Ans Toro, 4Tobbl obecneunTb AoObIMY Yepes
NATb-AECATb NeT, HYXXHO MHBEeCTUpoBaTb cenyac. be3ycnoBHO, HU3KME UeHbl
NpPUBOASAT K HEOOMHBECTULMNAM, N YeM A0Sblle OHM ByayT aepXaTbCs, TEM Bbllle
BEPOATHOCTb TOro, YTO 4Yepe3 HEeKOTOpOoe BpeMs LeHa MOXeT B3feTeTb U
npobutb HegaBHUN ypoBeHb B 100—110 gonnapos. NoaTomy ecnm roBoputb O
CpefHeCcpoYHOU MnepcrnekTueBe, TO 4Yepe3 rod, A Hagelcb, ueHa cocTtaBuT 75
AonnapoB, a B JONMOCPOMHOW — [OSMKHA BepHyTbCA Ha yposeHb 100—120

fgonnapos 3a 6appenb

P. Ynnkoyr:

Thank you, Mr. Dyukov. The great thing about gas and oil price in a year’s time is
that everybody gets a vote. Now, your turn, | want to see who is the most
optimistic? Raise your hand if you think that in a year’s time oil will be at USD 80.
This is really bad news for you. Two people think that oil is going to be at USD 80
or everyone in the room is asleep. Oh, three. Ok, thank you very much. It is the
last chance for USD 80. Sixty dollars is roughly where we are right now for Brent,
it is just little bit south. Who sees USD 60, roughly where we are right now, in a
year's time? | mean we just have the most pessimistic group in the world.
USD 407 You all have to raise your hands now because | have not seen them
yet. Alright, that was a Hollywood part of the show. We could discuss the issues
around affecting the oil price going down. What we really want to talk about here
is, of course, what the oil and gas markets are going to look like in 20 years’ time,
and break it up into the sub-categories. | want to start because we addressed it in
the film a little bit with OPEC and the producing countries of OPEC. Minister
Novak, | know you made a speech at the OPEC Seminar, you watched the
decision and the preparations for the decision. What did you make of OPEC’s
decision to, | guess, do nothing or another way of putting it is not cut production

again.



A. HoBak:

HenctButencHo, A 6611 Ha aTom cemuHape ONMEK, n Tam coctosnacek 6onbluas
ANCKYCCUS OTHOCUTESTbHO HedTerasoBbiX pbiHKOB. [epBoe, YTO MEHHA yaUBUIIO,
— O9TO CMNOKOMHOE COCTOSsIHME BbICTynawwmx, OCOBEHHO npeacTaBuUTENEN
HedTerasoBbIX KOMMAHUIA, HECMOTPS Ha TO, YTO LEHbl HA AOBOMIbHO HU3KME. JTO
03Ha4aeT, YTO BbINIOro WoKa OT CHMKEHUA LeH Bornblle HET N YTO BCE NPEKPACHO
MOHUMAIOT, YTO BbLICOKME LiEeHbl YLWM B NPOLUSIOE, MOTOMY YTO HEQDTU Ha PbIHKE
MHOrO, NpPW BbICOKMX LEHax npucyTcTByeT 6onbwon o6bemM WMHBECTUMLNA,
NO3TOMY LUMKINYHOCTL npogorkaetcs; ewe ¢ 1970—80-x rogoB Mbl Habnogaem
UMKMbl, KOraa nepenpousBOACTBO cMeHsieTcs aeduumtoMm. CerogHst Mbl
HaxoOUMCSi B KOHLUE oO4YepedHoro uukna, Koraa KoNM4ecTBO WHBECTULNK
Cepbe3HO YMeHbllaeTCa 3a CYyeT Mepenpou3BoACTBa, YTO 3aMeTHO B
nokasaresnsx KpynHenwmnx HedTerasoBbiX KOMMNaAHWUW. CPedHAs KOpPpPeKTUpOBKa
MHBECTULUMNOHHbIX nporpamm — muHyc 30%. B Oyayuwiem 310, B CBOKO ovepefb,
npuBeaeT K CePbe3HbIM N3MEHEHUAM B [00ObIYE HEPTH.

A xoten 6bl BEpHYTbCA K Bonpocy no nosoay pewenus OMNEK. Ha Haw B3rnaga,
OHO 6bIIO0 nNpefckasyemMbiM, MOCKOMbKY CerogHa HeT CMbICra CcoKpallaTb
obbembl O00bl4M, MNOCKOMbKY 3TO CMOXET OKasaTb JIMWb KpaTKOCPO4YHOE
BNusiHMe. Ecnn gobuBaTbCs MOBbLILWEHUSA LIEH MYyTEM CHATUA M3NULLKA C PbIHKA,
TO OH Heu3bexHO MNOABUTCS MPU BbICOKMX LEeHax, MOTOMY 4TO, Kak ckasan
AnekcaHgp [tokoB gomkeH OblTb ©anaHC cnpoca, NpeanoXeHuss U LEeHbl,
KOTOpble LOMMKHbl yCcTpamBaTb M NPOU3BOAUTENS, U NOTpedbuTenen, n TOoNbKO
Toraga He Oyget Takoro konebaHus. He OygeTr BO3MOXHOCTU NPUHMMATb
peLleHns, BbIXoASLWMNE 3a paMKu PbIHOYHOrO noaxoaa.

Bo-nepsbix, OINEK noctynuna, B COOTBETCTBMMN C PbIHKOM. BO-BTOpPLIX, HA MOW
B3rns4, Ha cerogHAwHuM geHb ponb OFNEK Heckonbko HMBenupoBaHa no
CpaBHEHUIO C TeM, 4YTo Obino 10—20 neTt Hasaa. [locnegHun pas 3Ta
opraHusauusi NpuHMMana cepbes3Hoe pelleHMe No cokpalleHuto KBoTbl B 2008
rogy. Kak s yxe ckasan, cerogHa nofobHble warn npuBeayT K TOMY, YTO MNpw
BbICOKMX LieHax HepTb OyaeTt gobbiBaTbCs B 6bonbluem obveme. pu aTom, ecnu
roeoputb 06 obwen gobblde, a He TONMbKO O NpoAda)kax, Ha pblHKe OygeTt

yBeENMM4MBaTbCA OONA UIPOKOB, HE BXOOALUUX B OnNEK, n gons CTpaH, KOTOopble



ABNATCA MMmnopTepamn. CerogHsa Hay4YHO-TEXHUYECKUA MNporpecc nos3sonseT
CYLLECTBEHHO CHmxaTb cebecTommMocTb A006blUKM, 3HAYUTENBHO MOBbIWATL
NPOMN3BOANTENBHOCTL TPyAa M HapawmBaTb 06bembl nNpomsBoacTBa. [loaTomy,
Ha MOW B3rnsa, CUTyauns MOXET BbIPOBHATLCH TONbKO HAa OCHOBE PbIHKA, a LieHa

6yneT doopmMupoBaTbCs, UCXoasa u3 bGanaHca cnpoca n npeanoXxeHud.

P. Yunkoyr:
Alexander, is Russia happy with USD 63 a barrel. Is that a price Russia can live

with?

A. HoBak:

A mory HasBaTb umgpbl. Bbl 3HaeTe, 4to GrogxkeT Poccurckon Pepepaumm
cchopmupoBaH, mucxoaa u3 ueHbl 50 pgonnapos 3a 6Gappenb Mapku Urals.
CoOTBETCTBEHHO, B TpexfeTHEM MPOrHO3e Ha crneaylwuin rog LeHa Ha ypoBHe
60 ponnapos, Ha 2017 rog nnaHupyetca 65 gonnapos. To ecTb Mbl 6epem 3a
OCHOBY MNECCMMUCTUYHbIE CcLeHapun. Bbl 3HaeTe, HeCMOTpss Ha TO, u4TO
npaBuUTENbLCTBO paboTaeT Hag aumBepcuduKaumMen W cTapaeTcs pasBmBaTb
apyrme oTpacnu 9KOHOMMKM, Haw OwgkeT BO MHOrOM CKragblBaeTcs U3
HedTerasoBbIX [0OXOOOB — 3TO BCE elle Halwa axunnecosa nsta. Tem He
MeHee, GromkeT GanaHcupyeTcs npyu Takmx uUeHax. KoHeyHo, xoTenocb Obl,
4yTOb6bl OHM ObINKM Bbiwe. B pesynbrtarte TOro, YTo 3Ha4YUTENbHAs YacTb HaLLEro
GrogkeTa cknagbiBaeTcs U3 HedpTerasoBblX 4OXOO0B U 3aBUCUT OT MOCTYNNEHUS
BantThbl N OT LEH, a Kypc pybnsa Haxoamtcs B CBOBOAHOM nfiaBaHMn, Npou3oLuna
AeBanbBauMa  pPOCCUMCKOM  BankoTbl, KoTopas Adana  OOoMOSfIHUTESbHbIE
BO3MOXHOCTU AN KOHKYPEHTOCNOCOOHOCTU POCCUMCKOM SKOHOMMUKK, a Takxke
POCCUINCKOro HedpTerasoBoro cekropa. A gymatro, 4to 06 3TOM nyulle CKaxeT
pykoBoanTesNb HedTerasoBom KoMnaHuu. Mbl BUOUM, YTO HaWKM HeTerasosble
KOMMaHUM CRApaBrsiloTCA C  9TUM  YPOBHEM LEH W  KOPPEKTUpOBKA UX
WHBECTULNOHHbIX MPOrpamMmM 3HAYUTESNbHO HWXE, YeM Y CTPaH U Yy KOMMNaHUR, y
KOTOPbIX NPUBSA3Ka K OPYroln BaniTe He Takas BonaTunbHas. Ha cerogHsAaWwHUM
AeHb Mbl BUMAOWM, 4YTO Bblpydka HedTerasoBblX KOMMaHWW B [0SINapoOBOM

oKBMBaneHTe B cpegHem ynana Ha 40%, npmbbinb ynana, COOTBETCTBEHHO,



YMEHbLININCL WHBECTULMOHHbIE BO3MOXHOCTU. YTO KacaeTcad pPOCCUNCKOM
HedTerasoBon oTpacnu, To pybnesasi Bblpyyka ocTanacb NpakTUYeCKM Ha TOM
e YPOBHE, YTO N 4O U3MEHEHUS LIeH Ha HeddTb. KOHEYHO, eCTb HE3HaYMTENbHas
YacTb BanKTHbIX pPacxogoB, KOTOpble BAUSET Ha yAopoXaHue B pybnesou
Bblpy4ke, HO TEM HE MeHee, Halla OTpachb CMpaBrsieTCs: Npu Taknx LeHax oHa
abconTHO KOHKYpeHTocrnocobHa. B TeuyeHue nepBbiX NATU MECSUEB Mbl
nnaHMpoBanu coxpaHeHue obbemMoB [06bl4M, a no akTy Aobblva HedpTn B

Poccun yBenuuunace Ha 1,6%.

P. Ynnkoyr:

Mr. Van Beurden, we just heard the Russian Energy Ministry. They say OPEC’s
role in determining market prices and shaping the market is not what it was 10
years ago. Part of the reason we all know for that is the shale revolution. Is that
going to continue and, specifically, do you see production growth in the United
States on the back of shale continuing, or is there a pick that we are about to

reach?

B. BaH bepaeH:

No, | think we will continue to see production growth. We will see continuous
production growth throughout a year probably by the next year as well. | think it is
absolutely true that, of course, the industry is under a lot of pressure. It is
innovating quite rapidly to understand how it can take cost out and it is very
successful. And that will supply giant pipes. And, therefore, a much lower price
environment. This industry will continue to show that it is resilient and can
innovate and adapt. However, at the same time, shale is at the moment sort of
de-balancing supply and, therefore, innovate price setter, although, of course, a
mechanism that is much less transparent and much more difficult to execute
than, for instance, OPEC can do in balancing the market. But in the longer run,
again, as | said, demand for growth at about a million of barrels a day or a bit
more maybe. Supply from existing fields will continue to drop by 5-6 or even
more barrels a day so fast forward for another 5 years. You have to think in 5, 10,

15 year time frames in our industry. And we will need at least 25 million barrels a
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day of new oil to come on. That will not come from just a little bit more shale in
the United States. No matter how successful that industry is going to be, it will
not come from existing spare capacity in OPEC. So the ultimate marginal project
setting the price is probably going to be a water project or a very complex project
in difficult geological conditions or whatever it is. It is not going to be in the long

run shale.

P. Yunkoyr:
Mr. Dyukov, if | could bring in the conversation, Russian production has surprised
a lot of people in staying robust despite the fall in oil prices. Do you see that

continuing and where would the growth come for Russian production?

A. OokoB:

Moyemy 310 yauBUNo? Mbl 3EEKTMBHLI, MNO3TOMYy Mbl W pacTem.
[encTBnTeNbHO, eCnn B3siTb KOMMNaHuo «Fa3npomM HedTby», B NPOLUIIOM rogy Mbl
HapacTunn gobblvyy HeddTM U yBeNMYMBaEM ee 1 B 3TOM rogy. Ml 4To BaxHO, 370
COMPOBOXAAeTCs U MOBbILEHMEM Hallen ornepauuoHHon npubbinu, EBITDA u
yuctorm npubbnM. Kak ckasan rocnoguH MUWHUCTP, Mbl MogHuMaeM obbem
NHBECTULMI B pybnisix, a ecrnv roBoputb 0 omsnyecknx obbemax UHBECTULUIA, TO
OHM TOXe He cHuXatoTcs. B yem npudmnHa atoro ycnexa? besycnoBHo, pacTtyLwias
apdekTMBHOCTb, pabota HedTAHbIX KOoMnaHun, ocnabneHne pybna u
HaNoroBbI PEXNM, KOTOPbIA NO3BONSET HaM BbiTb pe3ynbTaTUBHLIMU Aaxe npu
HU3KMX LeHax.

LleHa Ha ypoBHe 50—60 gonnapoB 3a 6appenb He nyraeT HepTAHbIE KOMMAHUN,
N Takowm pocT, 6e3yCcrnoBHO, NPOAOIHKNTCA. Tonbko Hawa komnaHma k 2020 roay,
HECMOTPS Ha LeHbl, cobupaeTcs yBenmuntb obbem fobblum Ha 33%. Kak u 3a
CYET 4Yero Mbl 3TOro AocturHem? Mol pacwmpsiem reorpauio U peanusyem
NPOeKTbl Mo pa3paboTke KPymnHbIX MECTOPOXOAEHUA HA HOBbIX TEPPUTOPUSX —
370 ceBep Amana, BoctoyHass Cnbupb. Mbl noBbiwaemM a¢pekTMBHOCTb paboThbl
Ha 3penbiX MecTopoXxaeHusax. Hanpumep, B npownom rogy B 3anagHon Cubupw,
rae no o6bLEKTUBHBIM NpUYMHaM So6bl4a CHMKaeTCH, Hawen KoMnaHun yganoch

BOBJ1eYb TpyAHOU3BJ1E€KaeMblE€ 3anacbl B nepepaGOTKy n yBEJINYUTDb ﬂ,06bl‘-ly 3a



CYET NPUMEHEHMUS] HOBbIX TEXHOMOMMIN, B YACTHOCTU TeX, KOTOpble MO3BOSIAOT
paboTtatb co cnaHueBon HedTbio B LLTatax. OTO N eCTb OCHOBHbIE MCTOYHUKK
poCTa, K KOTOPbIM TakkKe HY)XHO OTHECTU U NMPUMEHEHNE TPETUYHbLIX METOA0B, U
eue Habop MHCTPYMEHTOB, KOTOpble MO3BOMSAT Ham YBEPEHHO CMOTPETb B

byayuwee. V1 mbl BepuM B npogosmkeHme pocta go 2020 roga v nocne.

P. Yunkoyr:

We got it. Ben van Beurden, how do you see if there is a political solution, a
diplomatic resolution to the situation in Iran? Iran returns to the market. | mean
we all know that the expectation is that Iran can introduce another million barrels
to the market but like you said you should be thinking in a 15-20 year horizon.

How much of an impact you see it having on the global oil market?

B. BaH bepaeH:

I think Iran will have an impact on the global oil markets. In the short term it will
probably have more of a sentiment type impact. | think a nuclear deal with Iran
will have the capacity to move sentiment to the market. It will be speculating on
my part to say how much production Iran could ram pump in a short period of
time. But again, as | said, in the long run it will not matter too much. If we look at
the industry in the world we somehow have to find between 20 and 30 million
barrels a day of new capacity which is clearly not what Iran can do single-
handedly, for that matter, any country single-handedly. | hope, indeed, that
issues with Iran will be resolved and it will become a destination for foreign direct
investment as well. For us it is not at the moment for obvious reasons. It will take
a long time for projects to take off. It will also take some time, of course, for any
foreign investor to take a view on risk in investing in Iran. Therefore, | think that
much expectation of immediately seeing investment entering the country is a little

bit overdone as well, which tends to happen in situations like this.

P. Yunkoyr:
Mario Mehren, | would like to ask you. We heard Mr. Naimi there and we have to

assume he was being genuine that Saudi Arabia may only be producing solar
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power or required to produce solar power in 30-40 years’ time. Do you foresee
any kind of technological breakthroughs that could completely eliminate or almost

completely eliminate the need for hydrocarbons on a 20 or 30 year horizon?

M. MepeH:

To be honest, despite all the tectonic shifts that we might have seen in the
industry, | do not see that, and even more importantly | know nobody who sees
that. If you look at the estimations for the next 20-30 year period, you will still
have 75% of hydrocarbons and coal being responsible for the world energy
demand and supplying it. So we will live with oil and gas for quite a long time
and, therefore, | think we should continue to put all our efforts in producing it

significantly cheaper, better, faster.

P. Ynnkoyr:

And when we were talking, Ben Van Beurden, about the shale producers, you
mentioned their ability to reduce costs. Is this a long-term trend, | mean, do you
see them reducing costs to the extent of what they can produce below USD 50 a
barrel? We have seen really extraordinary cost-cutting over the last year. | guess
my question is can it continue with that clip or anything similar to that within next
10-20 years?

Bb. BaH bepaeH:

| think, Ryan, we have to look at two effects that are at play at the moment. | do,
indeed, believe that continued technological advancement will continue to drive
down costs of drilling and completion and, certainly, hydraulic fracturing. | think
there will be better ways to do hydraulic fracturing. At the moment if you look at
how we go about shale oil production, it is a relatively simple and relatively brute-
force type of technology but remarkably small amount of fundamental technology
developments are sitting behind it. | do think there is a lot more in the industry
and sophisticated players like us, can do there. | do believe, indeed, that cost will
continue to come down, so, therefore, shale will continue to be a very important

component in anybody’s portfolio. Some of the competitiveness that we continue
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to see at the moment is also driven by another factor that a lot of infrastructure
has been built in, for instance, the United States, typically gets built ahead of
production and a lot of doing activity that we see at the moment is essentially
drilling to fill that infrastructure which, of course, is a different proposition than
developing new infrastructure for new production which will probably require a

higher oil price than what we are seeing at the moment.

P. Yunkoyr:

Thank you very much! | would like turn to our front row and ask you, gentlemen,
some questions. | would like to begin with George Kobulia from McKinsey &
Company. | know you run the oil and gas team at McKinsey for the Former
Soviet Union, Eastern Europe. Because we have been talking about oil so far, we
are going to talk about gas in a moment before we open it up for questions to the
audience about oil. But | would like to ask about the relationship between oll
production and gas going forward. And we heard Mr. Dyukov speak. Some of the
success we have seen in Russian production recently is actually in gas fields
where they get a lot of condensate affectively laid oil. Where do you see the

relationship going forward?

. Kobynus:

Thank you, Ryan. | will speak in Russian if that is OK.

Bonpoc o cBa3u npomnsBoacTBa rasa U NpovM3BoACTBa HETU HE TakoW NPOCTOWN.
A Obl ckasan, YTo OAHUM M3 BaXHbIX PAKTOPOB B POCCUNCKOW raszoBon cdepe
ABNSIETCA TO, 4YTO GOnbLMHCTBO 06opyaoBaHMs, Heobxogumoro Ansa Ao6blum
rasa u aKcnnyatauuMm rasoBblX MECTOPOXAEHWA, NPOU3BOAUTCSA Ha MECTHOM
pbIHKE. OTO co3gaeT BonblIoe NPeEUMMYLLECTBO AN OoTpacnun, ocobeHHO B CBETE
HeobxogMMOro pocta 3EEKTUBHOCTU KanuTasnbHbIX MNPOEKTOB MO BBOAY
MECTOPOXOEHWNN, Yero Hemnb34 ckasaTb NPO HEPTAHYO OTpacHb.

A Bbl XO0Ten NPOKOMMEHTUPOBATL NpeablayLmin BONPOC O LeHax Ha HedpTb. A
Aymar, 4YTO CyLlecTBYeT arnbTepHaTMBHOE MHEHMe O noTeHumane [obblum
CnaHueBon HeMTU: OH MOXeT OblTb OrpaHu4YeH. JOTO OCHOBaHO Ha ABYX

dakTopax. Bo-nepsbIx, HOBbIX MECTOPOXAEHMI U PECYPCOB CRaHLUEeBOn HedTH,



Kpome TeX, KOoTopble yxe paspabaTbiBatoTcs, NpakTudeckn He obHapyxeHo. Bo-
BTOPbIX, TEXHOMOIMMN ynydweHns gobblun cnaHueBon HeTU N NOBbILWEHUSA ee
9(PPEKTUBHOCTN MNpPaKTUYECKM AOCTUMNN CBOEro abCoMTHOMO nuMmuta. 3TO
KacaeTca KakK pacCcTosiHua Mexay dpakamu, Tak U ONMHbl TOPU3OHTasrbHbIX
CTBONOB. ECTb cueHapui, cornacHo KOTOPOMY Mbl yBUAMM HebonbLlon pocT
A06bIuKN cnaHueBon HEQTKU, YTO NOBMUSIET HA LIEHBI.

Ewe oaomH BaxHbIn  akTop, KOTOpbIM He npo3Byyasn, KacaeTcd
LeHoobpa3oBaHMs, KOTOPOE 3aBUCUT OT MapXXWHamNbHbIX NPOM3BOANTENEN — K
HUM OTHOCATCA rMyOOKOBOAHbLIE NPOEKTbI. MOHATHO, YTO MX HAAO BBOAWUTbL AN
coxpaHeHnda BGanaHca mexgy crnpocoMm u npeasioxkeHnem. Ho camas 6onblias
HeonpeaeneHHOCTb COCTOUT B TOM, KakoBa OyaeT ueHa BBOAA 3TUX MPOEKTOB.
OHa MOXeT ObITb Ha MHOrO HWXe, YeM Mbl Habnganu, NOTOMY YTO NCTOPUYECKU
9PPEKTUBHOCTb KanuTamnbHbIX MNPOEKTOB HedTAHOMW oTpacnu Obina o4veHb
HW3KOW. 3a nocneaHne BoceMb NeT BBOA KPYMHbIX 0PALLOPHBIX MECTOPOXAEHNN
obxoaunca B [OBa pasa [Oopoxe, Hexenu paHee. Cendac Bce KOMMaHUMU
paboTtalT Hag 3TMM BonpocoMm. Ecnn MM ygactca CHU3UTb CTOMMOCTb BBOAA
MPOEKTOB, HECMOTPS Ha TO, YTO AOJMKHO ByAeT NpoMCXoanTb 3amelleHne HedpTun
bonee geleBbiMU NPOAYKTAMU, YTO NPUBEOET K TOMY, YTO LieHa He Bo3pacTeT. C
OPYroM CTOPOHbI, Kak $ YyXe cKasan, eCcTb akTopbl, KOTOpble MOryT
crnocobcTBoBaTb POCTY LUEHbI: Hanpumep, HeonpeneneHHOCTb B OTHOLLUEHUU

cnaHueBon goobbiym. Cnacubo.

P. Yunkoyr:

Peter, | would like to ask Bain & Company. We heard Mr. Van Beurden talking
about how if there is no investment, if the prices are not right, the investment will
not be there. That all will eventually lead to a higher oil price. What do we see in

terms of investment right now in new exploration?

M. Neppu:
Ryan, in terms of how the industry has changed in the last 12 months, we have
seen the international companies and the national oil companies reduced their

capital expenditure by about 20% to 25% year-on-year. So a significant amount



of capital coming out of the industry does not necessarily, as Ben said, translate
to an immediate reduction in the capacity of the industry. But over time it leads to
a significant reduction in capacity. So, for that 20% reduction in capital you can
expect to see something like a million and a half barrels a day of production
capacity not being built year-on-year. You add that up over 5-6 years and you
see a significant gap. We already have a significant gap as alluded to, if you take
a long-term view. What the current situation of the current oil price does is it
squeezes the short-term supply. It squeezes, as | said, the order of 1 to 1.5
million barrels oil equivalent today. That is oil and gas production. So within a
fairly short timeframe you would see a significant fall off, notwithstanding the
reduction in cost structure of the industry. That is again what many panellists
were alluding to, the work being done in supply chain, the work being done in
reengineering projects. And there is a balance between the amount of capital

available and the innovation that now takes place to reduce costs.

P. Yunkoyr:
Thank you very much! | would like to take one question now from the audience if
someone, please. But if you keep it to oil because we are about to move to gas.

Is it possible for us to get a microphone to the gentleman over here? There we

go.

A. MeuncoOH:

Thanks! Arthur Mason, Rice University. | do not hear much excitement for
discussing Arctic oil developments in the room despite a lot of attention to the
Arctic outside this room. Maybe the panellists could weigh in on what their
opinions are and steps forward given the anticipated needs for new recoveries as

well.

P. Yunkoyr:
| think at least a few of our panellists would like to take a step at that one. Mr.

Van Beurden, would you like to start?



b. BaH bepaeH:

| hear a lot of talk about the Arctic oil, certainly, Alaskan oil. If you look at the
longer term, the fact that a very significant portion of what we call ‘undiscovered
oil and gas’ actually sits in the Arctic means the Arctic can and probably will play
a very significant role in the future supply of oil and gas. Of course, the Arctic is a
difficult area for many reasons. It is a very difficult area to work in. It is a pristine
area. It attracts a lot of attention from those who are concerned with the
environmental impact of activities there, and rightly so. | am personally also
concerned, of course, that our operations do not impact the Arctic in a negative
way. There is also the link back to climate change because many people do
know that climate change has a disproportionate effect in the Arctic and
therefore, the prospect of looking for oil and gas and producing oil and gas in the
Arctic is emotionally a difficult one to get right in people’s mind. | understand it as
well. I also find it very hard to have a rational argument along those ones. So, the
view that we take when it comes to the Arctic is it is up to the Arctic nations to
decide if they open up their Arctic shelves for activity. And it is up to investors like
us to decide whether we can do that responsibly, technically, economically

sensibly. If we can, | think we will do that.

P. Yunkoyr:

| guess | have questions for both Russian panellists about the Arctic because as
it was described to me earlier today, the Arctic is the next and perhaps the last
big oil province in the world’s largest country. My first question is how much of a
problem are the sanctions in terms of developing the Arctic that exist now. The
second question | think that | would like you to address, we heard some of the
limitations to development in the Arctic from Ben but | would like also to
understand if it is a place you can actually afford to work at when a barrel of oll

costs 63 dollars? Minister?

A. HoBak:
Cnacunbo. lNMpexae, 4eM nepenTn K ApKTUKe, 1 XO4y 00paTUTLCS K Ballen MbICNK

O TOM, MPU KaknxX LUeHax KTO N 4YTO MOXET pa3BMBaTb. Ha camom pgene, mHoroe



3aBMCUT OT CUCTEMbI HaNoroobnoXeHUs B Kaaon OTAESNIbHOW CTpaHe, NoToMy
YTO, KOrga Mbl FOBOPUM O TOM, BbIFOOHO SN KOMMNA@HWUM BKNagbiBaTh NPy Taknx-To
LeHax unu HeT, Bce 3abbiBaloT, 4TO cebecTtoumocTb 6e3 y4vyeTa Hanoros
abconoTHO apyrasa. B yactHoctn, B Poccun Ha cerogHAWHWn OeHb B pasHbIX
MECTOPOXOEHMSIX OHa CcoCcTaBngeT OT NATM A0 NATHaguaTyM OonnapoB 3a
6appenb. Ecnn yuutbiBaTb HanoroobnoxeHue, noBuHasa gons, nopsgka 70%,
BbIPYYKN B3MMaeTCHa B Buae HanoroB. B kaxgon ctpaHe cBos cuctema. [ge-T1o
Hanor 6epeTca He C BbIpy4YkM, a C PpMHaAHCOBOro pesynbTata. KoHeyHo, 3aech
ner4ye KomnaHusM, HO Xyxe ana 6wogxkeTta. Haw GrogxkeT MHOro Tepset npwu
CHWXKEHUU LieH, NO3TOMY HYXXHO CMOTPETb 3aTpaTtbl 6€3 HanoroB — cerogHsi OHu
abCcontoTHO KOHKYPEHTOCMOCOOHDI.

Mbl co3gaem cuctemMy MOTMBALMU BIIOXKEHUA B HOBble MECTOPOXOEHUS, B
ApKkTnyeckun wenbd, B TPYAHOM3BIIEKAEMblE MECTOPOXOEHUS, B OCHOBHOM,
nyTeM perynmpoBaHusa HanoroBon cuctembl. YTo Takoe Apktuka? Mbl cumTaem,
YTO HY)XHO YYUTbIBaTb BCe (pakTopbl: 0CODOE OTHOWEHME HaceneHus,
CNOXHOCTU, HEOBXOANMMOCTb COXPaHEHUST IKOSOrMN B 3TOM panioHe. HO TeM He
MeHee, Ha CcerogHAWHNM AeHb APKTUKa, NO OueHKaM, 3TO €OMHCTBEHHbIN PErvoH
C OrPOMHbIMUK pecypcamu HeTAHOro akBMBaneHTa HedTU M rasa — nopsgka
100 munnuapgoB TOHH HeTAHOro akBmBarieHta. B passButum HedTaHON
oTpacnu paHblle Mbl Auranucb oT Kaekasa, baky B NpuBomkbe. 3atem 6bina
oTkpbiTa 3anagHas Cubupb. ApkTuKka — Ccneaywowmin atan, HO 3TO AENo He
cerogHsiwHero gH4a. Cendyac rnaBHasi OCHOBHas 3ajaya — 3TO co3fgaTb 6asy
AaHHbIX M NPOBECTU reosioropasBefoyHble paboTbl — CcencMopasBeakKy,
reonoropassefoyHoe OypeHue, 4TOObl onpeaenuTb, YTO Tam ecTb. [loaTomy,
Korga Bbl rOBOpUTE O CaHKUMAX, Korga Bbl roBopute O cebecToOMMOCTU, Mbl
OOIMKHbI CMOTPEeTb He Ha CerojHsIllHMe UeHbl M He Ha CEerofHsLHIOn
cebectommocTb, a Ha TO, 4yTtO Oyget 4epes 15—20 net, Korga Oygert

nponcxoanTb OCBOEHNE ApKTVIKI/I.

P. Ynnkoyr:
Alexander Dyukov, we just heard the Ministry. They say it is the Russian

government that suffers most from the oil prices opposed to the companies which



is a valid point. | know that you are looking forward to working in the Arctic. Can
you work at this kind of prices? And, as the Ministry pointed out, maybe in 15-20

year sanctions will not be a restriction and obstacle to working in the Arctic.

A. [JloKoB:

KomnaHusa «lMasnpom HedTb» nepBoyn Havana pabotate B ApkTuke. Mbl Havyanm
nobbibvy ewe B 2013 rogy, M CaHKUMM HaMm COBCEM He MelawT — Mbl
HapawmBaem obbembl. Ecnn roBoputb O peHTabernbHOCTU, 06 3SKOHOMWKE
paboTbl Ha poccuMUCcKoM ApKTMYeckom Lwenbde, To ueHbl 1 B 40, 1 B 35
Aonnapos He nyratoT: fobblva peHTabenbHa, n Mbl 3apabaTtbiBaem. besycrnosHo,
ApKTUKa 1 ee yrneBogopoaHble PecypcCbl BaxkHbl AN YOAOBNETBOPEHUSA crnpoca.
OH Oypet pactu, W, kak ckasan [eoprun, 3TO rnyboOKOBOAHLIN LWenbd —
HeoOXxoouMbIM UCTOYHMK. Yepe3 10-15 net mbl nonmem, 4to 6e3 pecypcos,
KOoTopble coaepXuT B cebe ApKTuKa, MMpPOBasi 3KOHOMMKA HE CMOXET 0DONTUCH.
UTo KacaeTca pOCCUNCKUX HEMTAHbLIX KOMMAHUA, Mbl A0ObIBAaEM N NPOAOIHKAM
pobbiBaTh npu ueHe u B 50, n B 100 gonnapoB 1 gaxe Hapactum godblvy. Mbl B
XOpoLwen gopme U He npekpawaem WHBECTUPOBATb, Mbl — HaOEXHbIN
nocTaBLMK. YTOObI Bbl MOHANM MEHA NPaBUIbHO: LieHbl Ha ypoBHe 60 gonnapos
— 970 npobnema He Ans pocCUNCKon HedTAHOW oTpacnu, a Ans MMpoBon. Mol
BUOMM, YTO NMPOMUCXOOUT 3a pyOeXoM: HauMHaT COKpallaTbCs MHBECTULMK, a
370 nnoxo. oTpebutenu, Hacnaxgasacb 3TUMU HU3KUMWN LeHaMK, Yepes Kakoe-

TO BpeMA I'IOl7IMyT, YTO nNpunaeTcd nNnaTtnuTb ropa3go oonbLe.

P. Ynnkoyr:

Thank you very much! | would like to move the conversation to the gas market. It
is always a more difficult conversation. It is a much more fragmented market.
And | would like to start | guess by asking because we have to start somewhere,
Ben. Ben, could LNG be to the gas market what the shale revolution has been to

the oil market?

b. BaH BeppaeH:



It is an interesting way of asking a question, Ryan. If you look at growth in the oil
market, it is undeniably true that shale has seen a tremendous amount of growth
and in that sense probably stands apart a little bit as an investment class within
the oil sector. | suppose that in the gas sector we probably see LNG growing
faster than the rest of the sector as well. So in that sense, yes, | think there is
validity in your question or your, maybe, assumption that LNG will be a major
growth area. Gas grows faster than oil. That is also a very good reason. And
what we see is the LNG segment within the gas demand growth will probably
grow twice as fast. In that sense, yes, we believe in a very strong and vibrant

future for the LNG segment.

P. Ynnkoyr:
Mario, do you think that the decreasing oil price could lead to a lower gas price to
the extent you could see gas displacing coal (we have taken the conversation in

a slightly direction just to cover some ground for us) in, say, power generation?

M. MepeH:

First, to tackle the price point there, | think we have a very fragmented gas
market, so for a long time we will see a market in Asia which might be still oil
price linked because they have long-term contracts lying behind it. On the other
hand, we will have the shale gas driven market in the US with very low Henry
Hub prices and something between in Europe. | consider it really difficult to talk
about one pricing. When it comes to gas replacing coal in power generation |
think we can observe it is happening in some parts of the world, for example, for
climate reasons. On the other hand, if you look at Europe, you will see exactly
the opposite situation. For example, Germany is a bad example when it comes to
emissions. Here, here very modern new gas plants are shut down and instead,
we are firing there with coal and, of course, with severe consequences for all the
targets that Germany and Europe have had with regards of reducing greenhouse
gases. | think it is a really difficult and political question we are entering because
using gas as a fuel has not only to do with the pure cost of gas, it has also to do

with the cost of coal and the availability of cheap coal.



P. Ynnkoyr:

Minister, |1 would like to ask you before we get too carried away talking about
LNG. The mix right now of LNG versus pipeline gas is about 10% of overall gas
being moved through LNG, whereas 90% is still moved through pipelines. The
Russian government view in 20 twenty years’ time: How much gas will be LNG

gas?

A. HoBak:

CHayvana a xoten 6bl Bbicka3daTb cBoe MHeHune o ponu CII. MHe kaxeTcs, 4To
A0Ns CKMXKXEHHOTO NPUPOLHOro rasa B MMpoBOM notpebneHnn 6yaeT pactu. 310
obbekTuBHbIN (hakTop. Cenvac Bcero 19 crtpaH gobbiBaldT M npogatT ras, a
CTpaH, KOTOopble NOTPEONAT M NOoCTpounu TepmuHanbl, yxe 30, 1 C Kaxabim
roqooM MX KONMUYecTBO pacTteT. Tofbko B 9TOM rogy MOCTPoeHO 29 HOBbIX
TaHKepoB, MX CcTaHoBMTCA 6Gonbwe, U ux 4vacte B ToproBne CIIIT Oyaet
yBenuuneaTbCcsl bonee BbICOKMMU TeMNamu, 4eM TpybonpoBOAHOrO TpaHCnopTa.
OTO CBA3aHO C TeM, YTO pacTeT KONMMYECTBO HacemneHusi, KoTopoe notpebnser
ras, U1 OH ctaHoBuTCHA Gonee AocTynHbIM. ECTb yronku, Hanpumep, B A3naTcko-
TUXOOKeaHCKOM pernoHe, rge HeT cobcTBeHHOM A06bIYM N Kyaa OOCTaBUTbL ras
TpybonpoBOAHLIM TPAHCMOPTOM, KpoMe Kak Poccum unn Kutato, npaktuyeckm
HEBO3MOXHO.

Mbl cenyac paccmatpMBaemM MPOEKT MO CTPOUTENbCTBY ra3oBon Tpybbl u3
Poccun B NHOuo, KOTOpbIM Ham npeanaratoT Hawu MHOUUCKME napTHepbl. Ha
nepBbl B3rNsA4, 3TOT MPOEKT KaXeTcs HepearibHbIM, @ C APYron CTOPOHbI, Mbl
cenvac rotoBMM 3KOHOMU4Yeckoe 060CHOBaHME.

UTO KacaeTcs CXMXKEHHOro npupogHoro rasa, ecnm MHe He U3MeHdAeT NamsThb,
cenvac ero gonda coctasnset 33% obuenn Toproenm rasom, o6LEM KOTOPOMU
TPUANNOH KyBunyeckmx meTpoB rasa. OHa GyaeT pactu, u cTpaterys pasBuTus
rasoBon otpacnu Poccuu 3aknioyaeTcd B TOM, 4TOObl co3gaTb ycnoBust Ans
CTpouTENbCTBa 3aBOAOB MO CXWMXKEHUIo rasa B Poccun. KomnaHum «lfasnpom» u
Shell peanuaytoT ycnewHbi npoekT Ha CaxannHe — «CaxanvH QHepaxku». Bece

OTMeYHaloT, 4YTO OH 4ABAeTCA OAHUM U3 JTyHLWNX N CaMblX HaOEeXHbIX B MUPE:. BCE



€ro NocTaBkM B TeYeHMe MHOrux neT ngyT notpedutenam; 80% nocTtaBnsieTcsa B
AnoHuio.

Cenvac komnaHusa «Aman-CIIM», y4acTHMKaMM KOTOPOW SIBAAOTCS POCCUNCKAs
komnaHusa «HosaTtek», kutanmckasds CNPC un dpaHuysckaa Total, peanusyer
NPOEKT CTPOUTENLCTBA 3aBOAA MO CXKMKEHUIO ra3a Ha AMane. OTOT NPOEKT yxe
Ha TakoW cTagun, YTO B HErO BIIOXKEHbI OrPOMHbIE CPeaCTBa — MNPUMEPHO ofHa
TpeTb OT OOLWMX MHBECTULMN, KOTOpble COCTaBnAT B 27 MIpA [0NNapos.
[MpoekT KOHKypeHTOoCcnoCcobHbIN. MepBas ovepenb BbiaacT ras yxe B 2017 roay, u
BCE 0ObEMbI yXKE NPOoAaHbI.

Hawa cTtpaTerns 3aknwyaetca B ToM, 4TOobObl co3gath YycroBus Ans
CTpOUTENbCTBA HOBbLIX 3aBOO4OB. EcCnnM cerogHa Ha pbIHKE  CXMKEHHOro
NPUPOAHOro rasa Aofis POCCUMCKOro Bcero 5% — 9TO eOQMHCTBEHHbIM 3aBOA
«CaxanuH OHepmpxkm», To K 2020 rogy Mbl paccumTbiBaem, 4Tto OHa OypgeTt
yBenuyeHa npumepHo Ao 10%, a B nepcrnekTMBe Mbl HageeMcsl 3aHATb HULY B
pasamepe 15—16%. B cBA3M ¢ 9TMM NnNaHMpyeTcs CTPOMTENLCTBO 3aBOAOB BO
Bnagueoctoke 1 Ha CaxanuHe, a Takke paclumpeHne TpeTben ovepeam npoekTa
«CaxanuH JHepmpxkny». Mbl nonaraem, 4to A3MaTcKo-TUXOOKEaHCKUA PErnoH B
9TOM HanpaBieHUN SBMSETCA KpanWHe NEepCcrnekTUBHbIM, C TOYKM 3peHUsd
NnoTpebneHnss CXMKEHHOro npupogHoro rasa. A TaMm, rae pacCTosiHUS
HeBonbLuMe 1 TpybonpoBoaHbIM TpaHCNopT 6onee ahdekTUBEH, HAaNpUMep, Ans
nocTtasku rasa B Espony, nnun B Kutan no rasonposogy «Cuna Cubupu», unm no
obcyxgaemMoMmy  cenmdac  HanpaBfeHWO  3anagHoro  MapuipyTta,  HYXHO
ncnonb3oBaTb TPYyOOMPOBOAHLIM ra3. ATO HE KOHKYPEeHTHble npoekTbl. Ho
MOCKOSbKY KONIMYECTBO CTpaH, NoTpebnsaowmx ras, yBenninaeTcs, T0, KOHEYHO,

pons CII 6yget pactn 60nbwWMMK TeMNamMu.

P. Yunkoyr:

Ben, | would like to ask you because we heard the Sakhalin Il there mentioned. |
know you have ambitions to expand your LNG presence there. Should Mr. Novak
be prepared to do that because the Russian government over the last | guess
few years has had a slightly different view of how they would like to develop

there. Should they be on board with prices where they are right now? Is it a good



time to pump a bunch of money in LNG in Sakhalin? And then your acquisition, |
should say of the year, is BG and very much, | guess, about gas. What does that
tell us about, first of all, where are we with that? Please, do update us in terms of
permissions and how the process is going. And how does that fit in with your

vision for gas in the future as part of your Mix?

b. BaH bepaeH:

Ok, a few questions in there, Ryan. Let me start with Sakhalin. Sakhalin is, as
Minister Novak says, an incredibly successful project. 99% reliability of Sakhalin
this year is very important for the Japanese economy. It is almost 10% of the
energy gas supply to Japan. It is a very crucial project. It is also very important
for the Russian Federation. We have been working with Gazprom on train II, and
this morning Alexey Miller and | signed a Memorandum of Understanding with
the intent to move that forward, so train Ill is going to be increasingly a reality.
We hope to be in fit in few months. Again, | think we do this projects with sort of
lifetime of typically a few decades and you have to take a view of what gas prices
are going to be over a few decades. A spot price at the moment is indeed on sort
of a low side but a spot price is not indicative, first of all, for how this project will
be sold out or will not be sold on spot, we think the sort of gas prices we see
going forward that this will be a very robust and strong project. You have to have
indeed, as you say, not only a certain view of the future, you have to have the
financial wherewithal to do it and, of course, the financial strength that a
company like Shell has and, of course, Gazprom has, helps us a lot. We run a
very conservative balance sheet, so in difficult times like today we can continue
the investment programme that makes sense.

Now, on gas. In general, gas will continue to grow faster than oil. Our portfolio
ready at this point in time is more gas-prone than oil-prone. We do about 52—
53% production of gas over oil production. It will continue to grow forward. For all
sorts of reasons we see much brighter future for gas in that respect. BG fits into
that. BG has, of course, a world’s class portfolio on quite a few gas assets as
well. We will bring together two world class portfolios with a very strong capability

that Shell has, and the implementation of the completion process at the moment



is on track. Earlier this week we got an approval of the United States, FTC.
Everything else is on track. No further updates today but we will be updating

probably...

P. Yunkoyr:
OK. Tell us about the Antitrust Filing, maybe there is some update there. Any risk

related to the deal?

Bb. BaH BbeppaeH:
No, as | said, everything is on track. There is nothing specific to update. |
understand it is somewhat unsatisfactory to have no news, if you have a news

business, but everything | can tell you is that it is going very well.

P. Ynnkoyr:
Thank you very much! Grigory, | would like to give you an opportunity to ask our
panellists a question. | know you are a consultant in the oil and gas market.

Please, direct a question and your observations of the conversation thus far.

. BbIroH:

Cenvac obcyxgaeTca pasBuTME HedTerasoBbiX PbIHKOB, C TOYKU 3PEHUS
Npoun3BOAUTENEN: XOpPOLWO N KoMnaHusMm paboTtaTb npu 60 gonnapax 3a
Gappenb? byayT v OHM cokpawaTb M3AEPXKKM U Tak Aanee? Ha saw B3rnag, He
3abbiBaemM N1 Mbl BTOpPYK 4acTb GanaHca, a UMeHHOo noTtpebneHne? Ecnu
NMOCMOTPETb Ha MCTOPUYECKME MPOrHO3bl, Noan gymanu, yto B 2015 rogy mup
6yneT notpebnare 120 munnmnoHoB 6appenen HedbTU B AeHb. CerogHst 9To YyTb
bonbwe 90 OGappenenm — 3TO CBA3@HO C POCTOM 3HEProddPEKTUBHOCTMU.
TexHonornyeckme peBoOMoUUM MNPOUCXOOAT He TOonbko B [0OblMe, HO U B
notpebneHun. [latbgecatr npoueHToB noTpebneHns HedpTM — 37O
TpaHCMOpPTHOE, MOTOpPHOE TomnuBOo. He oXxuaawT M KOMNaHuW, 4YTO
JanbHenwme  TexXHONOormyeckne  YyCOBEPLUEHCTBOBAHUS  MOTYT  CEepbesHOo
NoBANATL Ha cnpoc? He 3agymbiBalOTCA N KOMMaHuM U MWHUCTEPCTBO, YTO

AnekcaHgp HoBak ynomunHan HeoQHOKpaTHO, O 3aBUCMMOCTM OT LeH Ha HePTb 1



Tak ganee? He HY>XKHO JIM KOMNaHnAM 1 CTpaHe B LEeJIOM COo34aBaTb CINpPOC Ha

HedTb, YTOOLI OHa Bbina Hy)XHa B AONITOCPOYHOM NepcrnekTmee?

P. Yunkoyr:

Minister Novak, would you like start with that?

A. HoBak:

A noHAn Havano Bonpoca, a KoHel, — He oYeHb. [locTapalocb OTBETUTD.

Uto 3HauuT ctumynupoBaTtb notpebneHne HepTn? A abCcontoTHO cornaceH ¢
puropuem, 4YTO HYXHO Bcerga Agymatb O 6anaHce WHTEpPecoB Mexay
nponssBoanTenem n noTpedbutenem, NoToMy 4to, ecnu He ByaeT noTpebuTtens,
TOorga W Npou3BOAUTESIb HE HYXEeH. JOHeproeMkocTb, 6e3ycrnoBHO, umeeT
3HayeHue. [IporHosbl, KOTOpble cenyac [[awT MHOrMMe 3KCnepTbl, Ha
NnepcrnekTMBax CHWKEHUSI 9QHEProeMKOCTM MPOMBIWNEHHON MPOAYKUMKW, Ha
NoBbILLEHNN 3(PPEKTUBHOCTU ABUraTenen BHyTPEHHEro CropaHuns, KoTopble, Kak
N3BECTHO, CTann B ABa pa3a 6onee adpdektmBHbl 3a 10 net. N acppekTnBHOCTL
Aanblie dyaeT yBenuunBaTbCs, HO C OPYron CTOPOHbI, ByAeT pacTu KOnmMyecTBo
aBTOMOGUNEN, ByaeT NOBbILLATLCHA YPOBEHb XXN3HN HAaceneHus.

Ha nnaHete orpoMHOe KONMYeCTBO NtOL4EN He MMeeT A0CTyna K HOpMarsbHbIM
NCTOYHMKAM SHEPropecypcoB 1 K 3NEKTPO3Heprun. Lindpbl Ha3biBalOTCA pasHble,
HO 3TO Kak MuUHMMYM 1 munnuapg denosek. A gymaro, 4To B Gnvkanwen
nepcrnekTmBe — 3TO OLEHKa y4aCTHMKOB (hopyma, Ha KOTopoMm s1 Bbi1 — crnpoc
OynoeTt pactu ropasgo 6ornee HM3KMMKM TeMnamn, Yem BHYTPEHHWI BasioBbIN
NPOAYKT 9KOHOMUK Beaywmx cTpaH. MHorne akcnepTbl CXOAATCA BO MHEHUN, YTO
cnpoc Ha HepTb kK 2040 rogy BblpacteT Ha 25%, HO 3a 310 Bpemsa BBI
yBennuuTca ropasgo 6bictpee. To xe camoe OyaeT M € rasaom — 3a cuyeT
NoBbILLEHNA 3HEProaddEeKTUBHOCTU, CHWXEHUSA 3aTpaT Ha MNpOU3BOLCTBO
9NEKTPOIHEPIMM 1N IHEPTUN OBUraTenen BHYTPEHHEro CropaHus, HO 3To byaeT
NpoOUCXoanTb MeaneHHee.

MHe KaxeTcsi, HeT HeobxoauMMOCTU chneumasibHO CTUMYNMPOBaTb, MOCKOSbKY
PbIHOK caenaet a1o cam. Mbl He 3Haem, 4yto 6yameT yepe3 20—30 neT, U Kak

6yp,eT ncnosib3oBatTbCA Ta WIN WHaAA J3HEPrus. Ha mown B3rnsg, cerogHsa



darnggbiBate 3a pamkn 2050 roga o4yeHb puckoBaHHO. ECTb un3BecTHas
NoroBopka, Yto U KaMeHHbIN BEK 3aKOHYUIICS HE OTTOro, YTO KaMeHb ucyes. Tak
ByneTt u ¢ HeddTblO B ANUTESNbHOW NEPCNEKTUBE: MOABATCA HOBblE TEXHOMOMM,

HO Ha Bnuxanwmne 20—30 neT anbTepHaTMBLI HET.

P. Yunkoyr:
| would like to open it up for questions. Please, kick it off. Just identify yourself

and who your question is for.

U3 3ana:

Hi! It is [not clear] from “Elbrus”. My question is addressed to all the panellists. |
would like to come back to shale oil. | think 2-3 weeks ago there was a very high-
profile presentation in New York by David Einhorn from Greenlight Capital where
he actually went into a very detailed analysis of the financials of most of the shale
oil drillers and the verdict was not really favourable at all. The bottom line was
that production is happening for the sake of production and from an equity point
of view it is value destructive. | would like to ask you if you have any particular
view on this subject and, especially, since it was happening before the oil price
was corrected. So there is another factor which is very important in that business
and that is cost of money. We are arguably at the bottom of that cycle so what
happens if oil stays here and cost of money starts to rise? What happens to that

business if you have any views?

P. Ynnkoyr:

Ben, would you like to take these two questions, right? Do you agree with the
idea that the drilling for the sake of drilling is value destructive? And the second
was that money is cheap and it is going to get more expensive. Does it make it

less?

b. BaH bepaeH:
Yes, | am not familiar with the particular presentation mentioned but | think

broadly | am aware of it and support it. There is a fantastic amount of money that



has gone into the tight oil and gas business in the North America, about a quarter
of a trillion dollars. Basically, the idea that this is a fantastic growth business; it is
a relatively well-returning business if it gets mature at a hundred dollars. What we
have seen is not quite that outcome. If you look at the most successful oil and
gas companies in that segment, they still have probably a single-digit return on
capital employed. They may have fantastic returns on individual wells, but if you
take the levelized costs of that segment including the infrastructure, including all
the dry holes, including all the write-offs, etc., this is basically a business that
does, if it is OK, around 7% return. This would not be a business | could invest in
without having a serious issue with my shareholders. So, indeed, you are
absolutely right — it is challenging. | do think that if we have continuing
technological progress, if you are in the right positions, if you look at higher oil
prices and you are in the position where you are not a price setter but a price
taker in this industry than you can make satisfactory returns. That is why we still
have a significant position in shale olil, still about 90 billion dollars of capital
employed in resources but 6 billion barrels of tight oil that will eventually make a
satisfactory return if invested at the right moment in the right way. It has not
always happened in the past. Now, what will more expensive capital do?
Probably, it is not good news. A lot of hot money that has been chasing that
growth which is currently already more of junk-bond status will find it more
difficult to be attracted by the industry if the interest rates go up and the capital

becomes more expensive. So | think you are absolutely right.

P. Ynnkoyr:

Would any of you like to add your thoughts to that?

M. MepeH:

| agree to that, although | do not see the issue of the interest rate being actually
an issue for the shale production share itself because that would mean that
companies might go bust but others would step in buying the assets and would
continue production on a lower cost basis. So I think it would have an impact but

it would not significantly and immediately drop the production.



P. Yunkoyr:

Please.

A. [1oKoB:

UTo kacaeTcsa KOHCONMMAMPOBAHHbLIX WMHBECTUUWKW, KOTOpble Obinu caenaHbl B
CnaHueByl HEdTb, TO OHM MOKa HE OKYNUINCb, U BONbLLUON BOMPOC, OKYNATCS
OHW UMK HET, ecnu nocynTaTb BCE BIIOXEHUS, KOTOPbIEe BbINN caenaHbl ¢ Havana
paboTbl 1 BOBRNeYeHNa B pa3paboTky aTux 3anacoB. IHgmBmayanbHo, ga. EcTb
UcTopum ycnexa, U 910 Xopowo. Ho ecnn roBopmTb O KOHCONMMOMPOBAHHOWM

OKOHOMUKE, TO YBEPEHHOCTU HET.

P. Yunkoyr:

Ben, | would like to develop that question a bit further. | would like to ask if
current oil and gas prices mean the death of shale production outside of the
United States. In other words, all the Saudis were targeting perhaps in the
beginning | know they all say that they have the deep water and big projects but
shale producers were clearly in the United States and their sites when they
decided not to cut production at the end of last year. Is it the case that while they
were going after the US producers they may have destroyed the prospects for

shale producers outside of America?

Bb. BaH bepaeH:

| am not sure whether that it is true if you look at it in a slightly longer term. Of
course, the United States has fantastic resources when it comes to shale oil and
shale gas. But there are countries that have much more formidable resources.
Russia has fantastic shale oil resources as well. China has very significant shale
oil resources. Both, probably, have more than the United States has. Argentina is
another place. There are plenty of areas where we have not even started looking
hard enough. So, | do not think that ever was the issue. What was the issue and
maybe was also not, let's say, reported on well or overlooked in the enthusiasm
is that all these places are, of course, much less mature that the United States is

in terms of geological understanding, in terms of sophisticated supply chains, in



terms of how the society deals with mineral rights and the permissibility of
operations in a relatively concentrated way. So, | think the United States was
always going to be relatively unique. The fact that we could quickly export this
revolution to China and other places was a little bit exaggerated anyway. So, it

will get developed in a slightly different way and in a slightly different base.

P. Yunkoyr:

More questions? Yes, please.

3. Perynu:

| am Eric Reguly, the Globe and Mail Canada Newspaper. A bit of a strange
question. Pope Francis in Rome today had a few things to say about the carbon
economy. And in effect he said: “We have a moral obligation to go to a zero
carbon economy for the sake of the planet.” | would love to get any view to agree
or disagree with this comment about his view that we have a moral obligation to

go to a zero carbon economy.

b. BaH bepaeH:

Thank you.

| think the Pope is absolutely right. We have a moral obligation to deal with the
CO2 emissions. | believe that CO2 emissions can have a significant effect on the
climate. Therefore, we better make sure that we go to a much less carbon-
intensive energy system which will take us quite a few years, of course, to get
there. This is one of the key challenges we have. | am not sure whether the Pope
said it as well but let me add that we have a second moral obligation. That is to
provide affordable energy to many people in the world who currently do not have
access to it and as a result of it have a lifestyle that is incomparable to the
lifestyle that we have in the other parts of the world. So, we have two moral
challenges. They seem to be a little incompatible and they seem to be quite
significant problems to solve. | think there are solutions for that. | think they are
not going to be available next year. | think it will take a significant amount of

efforts of policy makers to get it right, but going to a system that is more gas than



coal puts a serious price on carbons and, therefore, we can also develop
technologies like carbon capture and storage to significantly stimulate things like
renewables, energy efficiency and generally having standards that drive down
the energy usage are all going to be a part of the solution. But | think we have to
bear in mind that we have two moral challenges and | am sure that the Pope will

agree with me on that.

P. Yunkoyr:

Maybe. Yes, please.

M. MepeH:

I would fully agree to that. And | think this is opening the floor to more gas
consumption what we will be discussing over the next decades because gas will
definitely be bridging energy in order to get a lower carbon footprint in the world’s

energy consumption.

P. Ynnkoyr:

Alright, we need to begin to wrap up this discussion. | would like to ask the
Russian Energy Minister to make a concluding comment. We covered a lot of
ground in this conversation. There is a lot more to cover, | am sure. But | would
like to ask you to wrap it up here and tell us what we have learnt. We are

checking your listening comprehension.

A. HoBak:

Cnacubo, PamnaH. Bbl npogemoHcTpupoBanu 6onblion npodeccnoHanu3m B
aTon Teme. Bonpockl, KOTOpble 3BYyYanu M3 BalUMX YCT, ObINK U OCTPbIMU, U HE
OYEeHb NPOCTbIMMU.

CerogHa OMCKyCCUSA W@ BOKPYr pasBUTUS NEPCNeKTUB HedTerasoBbiX PbIHKOB.
[MOHATHO, 4YTO cnNpoc Ha 3TuM yrnesogopoabl Oyaoetr pactu. HaBepHo, Bce
COrnacHbl C 3TUM U C TEM, YTO KOHKYpPEeHUUS Kak B HEPTAHOM, Tak U B ra3oBom
oTpacnu 6yaeT NOoBbIWATLCA C YYETOM CHWXKEHUSA LEH, a Takke TOoro, 4Tto

CyLLEeCTBYHOT WUIJTULLKHU obvemoB. U B nepcnekTmnee nobblya B obenx oTpacnax



Oyoetr yBenuumBaTbCHd, OCOOEHHO e€ecnM TroBOPUTb O TaK Ha3biBAeMOW
BbICOKOTEXHOSTOTMYHON HEM TN, BLICOKOTEXHOMOIMMYHOM rase, u ux gons byaer
ToXe Oyget pactn. Ecnu cerogHa gons TakoM HepTM — a cioga BXoguT wm
cnaHueBasi, n rnybokoBogHas, u wenbdoBas HedpTb — cocTaBnseT Bcero 23%,
TO K 2040 rogy oHa 6yageT coctaBnATb yxe 56%. Ecnu roBopntb B MUNNMOHaX
Gappenen oobblum B CyTKKU, TO cerogHs ato 21 13 92 munnunoHos, a dyget 65, To
eCTb (baKkTU4YEeCKN ABE TPETU OT CErodHsLHero ypoBHsa gobbiun. Ha Haw B3rnsga,
C 9TUM CBfi3aHbl HOBbIE BbI30OBbI, KOTOpPble Mbl cerogHs obcyxgann. Mol
roBopunn o cebectommMocTun, o pocte 3PPEKTUBHOCTN, O NPOMU3BOAUTENBHOCTU
Tpyaa, O Tom, OyaeTr nvM B nNepcrnektuBe 3TO BbIFOAHO noTpebutenam wu
npogasLam HedTerasoBbiX PECYpPCOB.

MHe KaxeTcsl, YTO CerogHsiliHMe Bbl30Bbl O4YeBMAHLI. HO Mbl HEe 3HaeMm, Kakue
XOyT Hac 3aBTpa. BonaTunbHOCTL pblHKa HEOTK U ra3a pacteT. MoXxHO caenaTtb
obLwnin BbIBOA, YTO PbIHKM pa3BMBalOTCS, NPON3BOAUTENBHOCTDL TPyaa, passutme
HOBbIX TEXHOSOIMMI U Hay4YHO-TEXHMUYECKNI Nporpecc He ByayT CTOATb Ha MecTe.
Mbl roBopunn o6 3ToOM JOCTaTOMHO NOAPOBGHO; NPo3ByYanu OYeHb UHTEpPECHbIe
KOMMEHTapun CerogHsILLHNUX CNUKepoB. FA corfnaceH co MHOMMM M3 TOro, 4To
6b1110 CkasaHo.

OrpomHoe cnacubo 3a TO, YTO Bbl HAac 34ecb cobpanu, U Mbl cMornu obcyamTb

3T BOMPOCHI. Cnacnbo moum Konneram 3a To, 4TO CMOIN NPUHATL y4acTune.

P. Yunkoyr:

And thanks to you! Big thanks to all of you! They may check it out or at least
some of them may check it out about what the oil price is going to be in a year’s
time but they shared their thoughts about what is going to influence it over the

next 20 years. Thank you very much!
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