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The materials contained herein (the “Materials”) have been prepared by Eurasia Drilling Company Limited (the “Company”) and its subsidiaries and associates (the “Group”) solely for use at 

presentations in November 2010.  By accepting the Materials or attending such presentation, you are agreeing to maintain absolute confidentiality regarding the information disclosed in the 

Materials and further agree to the following limitations and notifications. 

The information contained in the Materials does not purport to be comprehensive and has not been independently verified.  The information set out herein is subject to updating, completion, 

revision, verification and amendment and such information may change materially.  The Company is under no obligation to update or keep current the information contained in the Materials or 

in the presentation to which it relates and any opinions expressed in them are subject to change without notice.  The Company and its affiliates, advisors and representatives shall have no 

liability whatsoever (in negligence or otherwise) for any loss whatsoever arising from any use of the Materials. 

The Materials are strictly confidential and do not constitute or form part of, and should not be construed as, an offer, solicitation or invitation to subscribe for, underwrite or otherwise acquire, 

any securities of the Company or any member of the Group nor should they or any part of them form the basis of, or be relied on in connection with, any contract to purchase or subscribe for 

any securities of the Company or any member of the Group or global depositary receipts representing the Company’s shares nor shall it or any part of it form the basis of or be relied on in 

connection with any contract or commitment whatsoever.  This document is neither an advertisement nor a prospectus.  The Materials have been provided to you solely for your information 

and background and are subject to amendment.  The Materials (or any part of them) may not be reproduced or redistributed, passed on, or the contents otherwise divulged, directly or 

indirectly, to any other person or published in whole or in part for any purpose without the prior written consent of the Company.  Failure to comply with this restriction may constitute a violation 

of applicable securities laws. 

The Materials are directed only at (i) investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, (the “Order”) or (ii) 

high net worth entities, and other persons to whom they may lawfully be communicated, falling within Article 49(2) of the Order (all such persons together being referred to as “relevant 

persons”).  Any investment activity to which the materials  relate is available only to, and will be engaged in only with relevant persons. Any person who is not a relevant person should not act 

or rely on the Materials or any of their contents. 

Neither the Company’s share nor global depositary receipts representing the same have been, nor will they be, registered under the U.S. Securities Act of 1933, as amended, or under the 

applicable securities laws of Australia, Canada or Japan. Any such securities may not be offered or sold in the United States or to, or for the account or benefit of, US persons except pursuant 

to an exemption from registration and, subject to certain exceptions, may not be offered or sold within Australia, Canada or Japan. 

No representation or warranty, expressed or implied, is made by the Company and any of its affiliates as to the fairness, accuracy, reasonableness or completeness of the information 

contained herein and no reliance should be placed on it.  Neither the Company nor any other person accepts any liability for any loss howsoever arising, directly or indirectly, from reliance on 

the Materials. 

The Materials include forward-looking statements which are based on current expectations and projections about future events. These forward-looking statements are subject to risks, 

uncertainties and assumptions about the Company and its subsidiaries and investments, including, among other things, the Group’s results of operations, the development of its business, 

trends in the oil field services industry, and future capital expenditures and acquisitions. In light of these risks, uncertainties and assumptions, the events in the forward-looking statements may 

not occur. Neither the Company nor any other member of the Group undertakes to publish any revisions to any forward-looking statements to reflect events that occur or circumstances that 

arise after the date of the Materials. In particular, we note that, unless indicated otherwise, the market and competitive data in these Materials have been prepared by REnergy CO 

(“REnergy”).  REnergy compiled the historical data presented in these Materials from a variety of published and in-house sources, including interviews and discussions with market participants, 

market research, web-based research and competitor annual accounts.  REnergy compiled their projections for the market and competitive data beyond 2009 in part on the basis of such 

historical data and in part on the basis of their assumptions and methodology.  In light of the absence of publicly available information on a significant proportion of participants in the industry, 

many of whom are small and/or privately owned operators, the data on market sizes and projected growth rates should be viewed with caution. 

The Materials are not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident or located in any locality, state, country or other jurisdiction where 

such distribution, publication, availability or use would be contrary to law or regulation or which would require any registration or licensing within such jurisdiction.  The Materials are not for 

publication, release or distribution in Australia, Canada, Japan or the United States. 
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No.1   459   24%   3,065 
Largest independent                Rig fleet including                Market share                           Thousand meters drilled 

drilling company in Russia               208 onshore,                               onshore Russia as measured              onshore during 9M 2010  

                1 offshore and                 meters drilled (1H10) 

                250 workover rigs  

 

 

   Revenue       US $862,013k              + 28% 

   Net Income       US $104,810k                   + 34% 

   EBITDA        US $206,343k              + 40% 

   EBITDA margin      23.9%              + 2 p. points 

   Meters drilled       1,974k meters                          + 2% 

    

Key Customers 
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EDC 

Overview 

Investment 

Case 

EDC’s 

Position 

Q&A 

Outlook 

Growth 

Potential 



Tashkent

Rig Fabrication

Head Office

Regional/Branch Office

Support Base

Operational Areas

VOLGA-URALS 

TIMAN-PECHORA 

WESTERN 
SIBERIA 

EASTERN 
SIBERIA 

Moscow 

Kaliningrad

Astrakhan 

Zhirnovsk

Usinsk

Kogalym

Aktau

Polazna 
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January 2010 

New Framework Agreement 
signed with LUKOIL 

March 2010 

Commissioned first rig built 
in Kaliningrad 

May 2010 

Commenced drilling services 
for TNK-BP 

October 2010 

Targeting expansion in 
Russia & Iraq 

Discussing 2011 backlog, 
modern 1,500+ HP rigs  
already contracted 

Jack-up ASTRA fully booked 
for 2011 

EDC history 

6 

1995 1996–2003 2005 2006 2007 

Formation of  

OAO LUKOIL-Burenie 

in Kogalym as part  

of the LUKOIL Group 

 Development as a 

drilling subsidiary of 

LUKOIL Group, 

including consolidation 

of all business under a 

single management 

structure 

Relocation of  BKE 

headquarters to 

Moscow 

Entered the offshore 

drilling services 

market by acquiring 

100% interest in 

LUKOIL Shelf 

Limited & LUKOIL 

Overseas Orient 

Limited, the operator 

and owner, 

respectively, of jack-

up rig ASTRA. 

Incorporation of EDC as a Cayman 

Islands company by a group of 

Russian and Western investors 

BKE Shelf Limited 

becomes 100% subsidiary 

Entered the onshore drilling 

services market by acquiring 

100% interest in LUKOIL-Burenie, 

subsequently renamed Burovaya 

Kompaniya “Eurasia” (BKE) 

2004 

Merger of all BKE’s 

subsidiaries and 

formation of branches 

in Kogalym, Perm, 

Usinsk, Naryan-Mar 

and Zhirnovsk 

Formation of  

OO BKE TURON 

Burenie in Uzbekistan 

May 1995 November 2002 

December 2004 

December 2006 

Мay 2005 

March 2006 

August 2006 

May 2007 

1996–2003 

TOO BKE Kazakhstan 

Burenie subsidiary formed 

June 2007 

Start up of onshore 

operations in Kazakhstan 

July 2007 

JV with ОАО LUKOIL to manufacture drilling rigs  

December 2007 

December 2007 

Expanded workover 

business by acquiring  28 

rigs from Schlumberger 

2008 

August 2008 

First production well drilled in 

Vankor field (Eastern  Siberia) 

November 2007 

EDC becomes a public company; IPO on LSE 

2009 

NTS support services 

subsidiary formed within EDC  

October 2009 

Operations begin on LUKOIL’s 

Yu.Korchagin platform in Caspian 

November  2009 

December 2009 

Further expanded workover; 

acquired 100% of two West 

Siberia businesses from OAO 

LUKOIL, including 163 rigs 

Entered DD/Telemetry 

services market by acquiring 

100% of TechGeoServices  

December 2008 

Onshore drilling output exceeds  

4 million meters, Market Share 26% 

2010 
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Source: REnergyCo as of Aug 2010. 

 Total meters drilled onshore 

Russia during 1H10 were 14% 

above 1H09 levels. 

 As per REnergyCo, demand for 

drilling is expected to grow 

approx. 9.4% per year, to over 

20 million meters by 2012 

 Based on current drilling rates, 

and including certain efficiency 

improvements, the onshore rig 

fleet in Russia may be nearing 

1,200 active rigs by 2013 

 Rig demand and E&P capex 

growth rates will be faster in 

Greenfield areas, where drilling 

is more complex and penetration 

rates are lower 
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Russia’s Onshore Market by Meters Drilled (mln) 

Russia’ s Crude Production (mln tons per year) 
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US Oil production vs Wells drilled

EIA Prd KBbl/day EIA Number New Wells ('000)
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Russian Oil Production vs Wells drilled

Russian Oil Production Wells drilled Act. Wells drilled Est. Wells drilled F.

Sources: EIA, CDU TEK, Company Estimates 

 US production peaked in the early 1970s; 

over the next 10 years drilling activity 

tripled in an effort to maintain production 

 When drilling activity significantly 

decreased in 1985 due to a variety of 

factors, production steadily declined and 

has never recovered 

8 

 Russia production appears to be near its 

peak and drilling must increase to sustain 

current levels 

 REnergyCo predicts a 9.4% CAGR for 

onshore drilling market in Russia for the 

next 5 years; while a more conservative 

assumption of a 5% growth rate is used 

for EDC’s internal planning processes 

Source: EIA 
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Source: Troika Dialog, July 2010 . 

 Legacy output (Brownfield 

production) in Russia has been 

deteriorating since 3Q08; 

 The industry has lost 320 kbpd in 

Brownfield production in two and 

a half years; 

 Most profitable integrated oil 

companies in Russia are 

showing the highest decline rates 

on legacy production; 

 Brownfield production is defined 

as Russia total output minus PSA 

production, Gazprom and 

Novatek condensate volumes, 

TNK-BP Uvat & LUKoil 

Naryanmarneftegaz oil 

production and the three East 

Siberian oil fields currently 

producing significant volumes 
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Russia Brownfield Oil Production, mln bpd 

Y-o-Y Decline in Brownfield Production in 2Q 2010 
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 Customers demanding hi-spec rigs 

 Depths/complexity increasing 

 Assets are becoming scarce 

 Logistics more challenging 

 Fleets must be modern 

 Fleets must be heavier 

 Fleets must be more efficient 

 Fleets must be more mobile  
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Operating Highlights Financial Highlights 

11 

 Revenue was US$ 491mln in 3Q 2010 

compared to US$ 334 mln in 3Q 2009 

(revenue for 9M10 US$ 1,353 mln vs 

US$ 1,007 mln for 9M09) 

 EBITDA margin was 24.5% (9M09 

slightly above 23%) 

 Net cash position was US$ 253 mln as of 

September 30, 2010 

 US$ 34 mln debt repaid in the period 

 Capital expenditures YTD were US$ 170 

mln compared to US$ 75 mln for 9M09 

 Average exchange rate 30.0 RUB/USD 

for 9M10 compared to 30.8 RUB/USD for 

9M09 

 Drilling output of 3,065,111 meters for 

9M10 was 6% ahead y-o-y (9M09 drilling 

output was 2,900,309 meters) 

 Our major customer accounted for 57% 

of total meters drilled in 9M10 

 ASTRA jack-up rig was fully utilized; 

three wells drilled & completed YTD, 

fourth in progress 

 Three wells drilled & completed YTD with 

a fourth in progress on Lukoil’s Yuri 

Korchagin field platform 

 Took the delivery of two rigs and 

deployed to southern Russia 

 Drilled & completed four wells YTD in 

Kazakhstan, two additional in progress 
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EDC
26%

Surgut NG
26%

All others
32%

Russia Onshore Meters Drilled (th. meters) 

2009 

Market Share 

1H10 

Sources: CDU TEK and Company estimates, 

based on Russian Onshore meters drilled  12 

 The first nine months of 2010 witnessed a revival in 

drilling activity for most Russian oil majors, with the 

exception of our major client; 

 Production drilling volumes are up 14.2% y-o-y; 

 Exploration drilling volumes are up 52.4% y-o-y 

EDC
24%

Surgut NG
25%

All others
33%
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EDC Drilling Volume Performance (th. meters) 

EBITDA Margin Growth 

13 

 CAGR of 19% in 

drilling volumes 

during EDC’s 

history as an 

independent driller 

 In May 2010 EDC 

drilled a record 

398,000 Meters 

 Volume growth 

was achieved  

organically 

 

 Since inception 

EBITDA margins 

have improved by 

12 percentage 

points 
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Contracts Developments 9M 2010 

14 

2009 

 In 2007 the share of our major client 

accounted for 77% of total meters drilled 

 Our continuous efforts on diversifying our 

customer base, resulted in increase in share 

of non-Lukoil customers to 43% in total 

meters drilled 

 We drilled  1,318 thousand meters for non-

Lukoil customers during 9M10- 21% above 

9M09 

 In 2009 we began work for four new clients 

in Russia, including RussNeft and Samara-

Nafta 

 In 2010 we won important contracts for 

drilling with TNK BP as well as PechoraNeft 

and Rusvietpetro 

 The recent Schlumberger acquisition will  

further increase the share of non-Lukoil 

customers in our portfolio from 2011 

57% 

29% 

11% 
1% Other  

2% 

63% 
24% 

11% 

1% Other  
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Expected CAPEX Expenditure 

Note: Purchases of property, plant and equipment as set forth in EDC’s audited consolidated 

statements of cash flows  for the years ended 31 December 2005, 2006, 2007, 2008 & 2009 
1 Includes cash committed in 2008 for equipment delivered in 2009 
2 9m10 (unaudited) 

EDC’s Rig Fleet 

20.0%

46.3%

1.5%
9.8%

22.4%

Effective Ages incl. Refurbishment

Over 20 Years

15 to 20 Years

10 to 15 Years

5 to 10 Years

Up to 5 Years

28.0%

55.2%

4.7%

8.5%

3.6%
Over 20 Years

15 to 20 Years

10 to 15 Years

5 to 10 Years

Up to 5 Years

EDC Fleet Age Russian Fleet Age 
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Source : Douglas Westwood, Company estimates 

Á For 2010 delivery we ordered 5 new rigs with 

completion times commencing November 2010 

for prospective onshore operations outside of 

the CIS, plus 2 rigs (delivered 3Q10) for our 

operations in Russia 

Á We are currently tendering for 24 additional 

rigs for 2011-2012 delivery 

+ 2 
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Primary differences between operations in Russia versus  

most operations in other parts of the world are:  

ÁExtremely cold winter conditions combined with warm 

summer temperatures [ range: -60°C to +40° C ] 

Á95% of dev. wells are drilled directionally from pad 

clusters, and longer reach wells/more complex clusters 

are being planned 

ÁLogistics to remote locations limit load sizes to approx. 

3m width, 3m height,12m length and 25 tonnes  

First rig designed to above constraints is the 450 Tonne 

“Yermak” rig, recently completed in Kaliningrad. Unique 

features of the rig include : 

ÁQuadra Moving System, enabling the rig to walk in any 

direction and turn in any direction 

ÁSeparate fixed mud block incorporating mud pumps, 

tanks and processing equipment 

ÁFlexible interconnecting umbilical system that conducts 

drilling fluids, steam & electrical energy and control 

systems cabling 
16 

BU 6500/450 EKBM “YERMAK” 
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2007 2008 2009 1H 2009 1H 2010

(US$'000) Audited Audited Audited Unaudited Unaudited

Revenue 1,492,189$  2,101,779$ 1,382,203$ 673,188$   862,013$      

    % growth 37.2% 40.9% -34.2% -25.8% 28.0%

EBITDA 313,751$     452,720$   319,813$   147,482$   206,343$      

    % margin 21.0% 21.4% 23.1% 21.9% 23.9%

Net income 168,544$     220,933$   165,490$   78,392$     104,810$      

    % margin 11.3% 10.5% 12.0% 11.6% 12.2%

Operating cash flow 173,320$     309,851$   409,507$   168,931$   109,599$      

Free Cash Flow (146,420)$    (17,164)$    302,692$   102,775$   (9,713)$         

Capital Expeditures 319,740$     327,015$   106,815$   66,156$     119,312$      

Net cash/ (net debt position) 58,684$       16,571$     251,549$   92,930$     219,268$      

Dividend per share (US$) n.a. 0.25$         0.25$         -            1.22$           

EPS (US$) n.a. 1.51$         1.22$         0.57$         0.75$           
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Balance Sheet, as of 31-Dec-08 (US$ mm) Balance Sheet, as of 31-Dec-09 (US$ mm) 

Cash and cash 

equivalents 

P, P&E 

Inventories, trade 

receivables and 

other assets 

Equity 

Debt 

Trade payables 

and other liabilities 

Equity ratio1: 77.0% Equity ratio1: 84.6% 

Equity 

Debt 

Trade payables 

and other liabilities 

Cash and cash 

equivalents 

P, P&E 

Inventories, trade 

receivables and 

other assets 

Cash and cash 

equivalents 

Net P, P&E 

Inventories, trade 

receivables and 

other assets 

Equity 

Debt 

Trade payables 

and other liabilities 

Balance Sheet, as of 30-Jun-2010 (US$ mm) 

Equity ratio1: 87.2% 

¹ Calculated as total equity to total equity plus total debt 

 

279 302

557
263

609
881

Total assets Total equity and liabilities

434 339

405

182

684

1,002

Total assets Total equity and liabilities

383 325

532

164

656

1,117

Total assets Total equity and liabilities
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Sources: company’s web sites Source: www.yahoo.finance 

*  Market Cap as of 11 Nov, 2010, US$ billion 
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 Acquisition of Russian land drilling/workover businesses 
ü Asset swap between EDC & Schlumberger announced in October 

ü EDC active participant in Slavneft and Gazpromneft divestiture of their 

in-house drilling and well service divisions  

 Entry & expansion into other geographic markets 
ü Actively looking at other CIS countries 

ü Pursuing Middle East possibilities; initially Iraq 

 Asset additions for the Caspian jack-up market 
ü Currently three jack-up rigs active in the Caspian; demand by 2013 

expected to be 6 to 7 rigs 

ü EDC recently announced LOI with Lamprell to build new LeTourneau 

Super 116E jack-up for the Caspian 

ü Additional opportunities to grow EDC’s J/U fleet are being explored 
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 Transaction with Schlumberger announced 5th October: 
ü EDC transfers NTS assets (cementing, DD/telemetry and drilling fluids) 

and crews (24 cementing, 57 DD/telemetry & 50 drilling fluids) to SLB 

ü SLB transfers Drilling (17 + 2 rigs, 12 crews), Workover (34 rigs, 25 

crews) and Sidetracking (23 rigs, 20 crews) to EDC 

ü Strategic Alliance formed with SLB as preferred supplier of drilling 

services to EDC for 5 years 

 Total value of transaction approx. US $260 million 
ü Assets transfer, plus cash consideration from EDC to SLB 

 Projected 2011 EBITDA  approx. US $75-80 million 
ü Drilling output c. 570k meters (2010), approx. 3.5% market share 

ü 20 Sidetracking crews plus existing EDC capability (currently 7 crews) 

gives us the largest sidetracking offering in Russia 

ü Primary clients include Rosneft (Drilling & S/T), TNK-BP (W/O & S/T) 

Gazpromneft (S/T) and Lukoil (S/T).  
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Turkem Exploration 

(Chevron, Conoco, 

Total) 

 

STATOIL 

Exploration 

NCOC (Exxon) 

Exploration 

CMOC (Shell) 

Exploration & Appraisal 

(Significant Dev. planned  2014) 

CONOCO/ MUBADALA 

Exploration 

TOTAL 

Exploration 
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Demand for jack-ups growing in all 

Caspian sectors served by EDC: 

 In the Russian sector, Lukoil has made 

several discoveries and has numerous 

other prospects to drill 

 Numerous blocks are in exploration 

phase in Kazakh waters, and some 

developments are being planned 

 Offshore Turkmenistan is currently in 

development phase using jack-ups off 

small platforms. Additional exploration 

blocks are being looked at by numerous 

potential operators 

EDC actions to address demand: 

 Mid-October LOI with Lamprell Plc to 

build a new jack up, expected to be 

completed at the end of 2012 

 We are also looking at other options for 

additional jack-up rigs, as well as 

shallow-water rigs 

DRAGON  

Production 

(15 year multi -rig development) 

 

PETRONAS 

Production 

 

LUKOIL 

Exploration, Appraisal & 

Development with jack-ups 

 

CNPC 

Exploration 
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 Iraq, holder of the world’s third-largest oil 

reserves, aims to increase crude 

production to 6 mln barrels a day by 2015 

 Licenses awarded by Iraqi government 

include (but not limited to): 

 Shell & Petronas (Majnoon) 

 BP & CNPC (Rumaila) 

 Eni SpA-led group (Zubair) 

 Exxon and Shell (West Qurna 1) 

 Gazprom Neft, Kogas, Petronas & 

TPAO (Badra) 

 Total and Japanese firms (Azadegan) 

Iraq opportunities 
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 West Qurna 2 field (Lukoil and Statoil) estimated recoverable reserves are 12.9 bn 

bbl; PPT is 1.8 mn bbl/d 

 500 wells to be drilled during the license period of 20 years 

 Drilling is expected to start in 2011 and 1st production at the end of 2012 

 Total investments are US $30 billion 
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Onshore drilling 
 The Company’s current forecast for full-year drilling output is approx. 4 million meters 

 Drilling volumes for non-Lukoil customers are expected to increase in aggregate, 

accounting for in excess of 40% of total EDC drilling volume 

 Pricing in ruble terms for 2010 has been up slightly from 2009 by ≈5% 

 In discussions/tendering for well construction in Iraq 

Offshore drilling 
 The ASTRA jack-up drilling rig has been fully utilized in 2010 and is currently 

committed for a full 12 month program in 2011 

 Day rates have been robust in the Caspian market, increasing throughout 2009-2011 

 Operations on Lukoil’s Yu. Korchagin field ice-resistant platform, which commenced in 

Nov’09, will continue throughout 2010 and are expected to extend through 2011 

EDC business 
 Total revenues are expected to exceed US$ 1.75 billion for 2010 

 Expect to achieve EBITDA margin above 24% for 2010 

 Given recently ordered rigs capital expenditures will range from US$ 200-220 million 

this year 

24 

EDC 

Overview 

Investment 

Case 

EDC’s 

Position 

Q&A 

Outlook 

Growth 

Potential 



ü Continue to differentiate ourselves from our competitors in our domestic markets; 

ü Aggressively target new international markets in the Middle East, initially Iraq; 

ü Evaluate our opportunities outside of Russia and the CIS. 

ü Engage with expanding customer base to forge long-term relationships; 

ü Commission new offshore drilling assets to tie-in with anticipated new contracts; 

ü Develop offshore extended reach drilling capability. 

ü Expand and improve core drilling service offerings in advance of divestiture; 

ü Leverage strategic partnership with global technology leader Schlumberger to win 

additional work. 

Increase market share 

Growth of customer 
base 

Expansion  in offshore  
drilling 

Expand & improve 
workover capacity 

Broaden technology 
platform 

ü Continue to invest in expanding our fleet, implementing state-of-the-art technology 

and enhancing service quality; 

ü Targeting acquisition of  one or more in-house drilling companies; 

ü Integrate recently acquired drilling assets from Schlumberger. 

ü Conclude  the integration of newly acquired businesses in West Siberia and Timan 

Pechora within existing workover structure; 

ü Target selected acquisitions of additional workover capacity. 
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 BofA Merrill Lynch Russia & CIS Conference 

 Goldman Sachs EEMEA Conference 

 UBS LAT/EMEA 1x1 conference 

 13th ING EMEA CEO/CFO Investment Forum 

 

November 15-18, 2010 (London, New York) 

Nov. 29- Dec 1 (London) 

Nov. 30- Dec 1 (New York) 

Nov. 29- Dec 3 (Prague) 

Forward calendar 

Investor Relations key contacts 

Richard Anderson Kim Kruschwitz 

Chief Financial Officer Vice President, Marketing and Investor Relations 

Tel: +1-281-778-0621 Tel: +44 (0) 207 717 9707  

E-mail: Richard.Anderson@eurasiadrilling.com E-mail: Kim.Kruschwitz@eurasiadrilling.com 

   

Taleh Aleskerov  Evgenia Bitsenko 

Chief Financial Officer , OOO BKE Manager, Investor Relations 

E-mail: Aleskerov@bke.ru Email: Yevgeniya.Bitsenko@eurasiadrilling.com 
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Eastern Siberia 
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West Siberia 

 An incremental barrel brings in US $47.2/bbl to 

the budget at  US $70/bbl oil price at current 

tax levels 

 Net profit for license holders in West Siberia is 

US $7.3/bbl 

 

 
 An incremental barrel brings in US $18.5/bbl 

to the budget at US $70/bbl oil price at 

current tax levels 

 Net profit for license holders in East Siberia is 

US $31.8/bbl 

Tax take/net income to license holder at US $70/bbl oil price 

Source: VTB Capital, Company estimates 

$/bbl WS ES

Revenues 70$          70$          

Operating costs (3.5)         (3.6)         

Transportation costs (6.5)         (7.6)         

Depreciation (4.5)         (7.5)         

Mineral extraction tax (12.1)       -             

Export duties (33.3)       (9.0)         

Operating profit 10.1$      42.3$      

Interest expense (1.0)         (1.0)         

Profit tax (1.8)         (9.5)         

Net profit to a license holder 7.3$         31.8$      

Total tax take (47.2)$     (18.5)$     
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 A large quantity of rigs require significant refurbishment or, in some cases, replacement 

 By 2013, 190 rigs per year (ideally) will need to be input into the system 

(refurbishments or new-builds) 

 Domestic suppliers will not likely keep up with demand 

Source: Douglas-Westwood 

Russia’s onshore rig fleet 

has suffered from a long 

period of underinvestment 
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2007 2008 2009 1H 2009 1H 2010

Audited Audited Audited Unaudited Unaudited

Av. Exchange Rate RUB/US$ 25.6 24.9 31.7 33.1 30.1

Total Revenue 1,492,189$    2,101,779$    1,382,203$    673,188$     862,013$     

Costs and Other Deductions

Operating Expenses 1,031,480     1,453,718     912,050        449,022      555,368      

Selling, General and Admin. Expenses 90,021          122,011        94,861          43,944        54,659        

Taxes Other than Income Taxes 56,574          72,571          55,061          32,376        45,698        

Depreciation 58,705          101,777        106,390        49,791        67,127        

(Gain)/Loss on Disposal of PP&E 610              4,722            (382)             (688)            (5,790)         

Income/(Loss) from Operations 254,799$      346,980$      214,223$      98,743$      144,951$     

Interest Expense 29,880          26,553          13,524          7,530          7,629          

Interest and Dividend Income (4,546)           (9,553)           (10,631)         (3,655)         (6,531)         

Currency Transaction Loss/(profit) (349)             33,017          4,414            (5,328)         1,870          

Net gain on acquisition of business -                   -                   (2,849)           -                 -                 

Other Expenses 363              759              418              364             (55)             

Income/(Loss) Before Taxes 229,451$      296,204$      209,347$      99,832$      142,038$     

 Income Tax Expense 60,907          75,271          43,857          21,440        37,228        

Net Income/(Loss) 168,544$      220,933$      165,490$      78,392$      104,810$     

Pat Margin 11.3% 10.5% 12.0% 11.6% 12.2% 

EBITDA 313,751$      452,720$      319,813$      147,482$     206,343$     

EBITDA Margin, % 21.0% 21.5% 23.1% 21.9% 23.9% 

EPS (US$) 1.15$            1.61$            1.24$            0.57$          0.75$          
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2006 2007 2008 2009 30-Jun-10

Audited Audited Audited Audited Unaudited

Exchange Rate RUB/US$ 26.3 24.5 29.4 30.2 31.2

ASSETS

Current Assets

Cash 29,296          343,089        279,430        433,724        383,170        

Trade Accounts Receivable, net 151,371        230,888        230,147        191,054        225,885        

Inventory 141,302        132,822        183,448        116,801        140,062        

Other Current Assets 40,738          62,792          61,359          53,270          48,981          

Total Current Assets 362,707$      769,591$      754,384$      794,849$      798,098$      

Property, plant and equipment, net 237,631        572,132        608,684        684,188        656,331        

Other non-current assets 28,720          18,080          82,467          44,371          117,039        

Total Assets 629,058$      1,359,803$   1,445,535$   1,523,408$   1,571,468$   

LIABILITIES AND SHAREHOLDERS EQUITY

Current Liabilities

Trade Accounts Payable, Net 140,979        210,337        236,343        228,499        185,513        

Notes Payable - Current LTD & Other 77,557          118,911        91,721          31,796          37,432          

Other Current Liabilities 36,565          35,783          53,655          90,702          82,655          

Total Current Liabilities 255,101$      365,031$      381,719$      350,997$      305,600$      

Notes Payable - Long Term 200,196        165,494        171,138        150,379        126,470        

Long Term -  Other 11,772          7,382           12,135          19,874          22,709          

Total Liabilites 467,069$      537,907$      564,992$      521,250$      454,779$      

SHAREHOLDERS' EQUITY

Paid-in-Capital & APIC 35,510          515,649        481,132        471,300        690,989        

Retained Earnings/(loss) 119,311        277,855        464,461        596,340        520,639        

Accumulated other comprehensive loss 7,168           28,392          (65,050)         (65,482)         (94,939)         

Total Shareholders' Equity 161,989$      821,896$      880,543$      1,002,158$   1,116,689$   

Total Liabilities and Shareholders's Equity 629,058$      1,359,803$   1,445,535$   1,523,408$   1,571,468$   
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2007 2008 2009 1H 2009 1H 2010

Audited Audited Audited Unaudited Unaudited

Net Income 168,544$   220,933$  165,490$  78,392$   104,810$       

Non-cash Adjustments (Depreciation) 58,705       101,777    106,390   49,791     67,127           

Changes in Working Capital excl. Cash (53,929)      (12,859)    137,627   40,748     (62,338)          

Cash from Operations 173,320$   309,851$  409,507$  168,931$  109,599$       

Capex (319,740)    (327,015)   (106,815)  (66,156)    (119,312)        

Acquisition of subsidiary, net of cash acquired -               -              (23,374)    -              (23,781)          

Other Investing Cash Flow 13,589       3,125       4,349       1,873       8,894            

Net Change in Loans (20,386)      11,872     (84,500)    (62,447)    (23,476)          

Dividends Accrued or Paid (10,000)      -              (34,327)    (34,327)    (212,786)        

Sale/(purchase) of Treasury/common shares 480,139     (40,100)    (18,621)    (6,636)      217,589         

Refund of offering costs from JP Morgan -               5,583       -              -              -                   

Effect of exchange rate fluctuations (3,129)       (26,975)    8,075       (2,163)      (7,281)           

Net increase/(decrease) in cash 313,793$   (63,659)$   154,294$  (925)$       (50,554)$        


