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1 Welcome

OAO Tatneft

75 Lenin Street
Almetyevsk
Republic of Tatarstan
Russian Federation

Investor relations

Almetyevsk: 
Tel. +7 8553 319 779
E-mail: ocb@tatneft.ru
Moscow: 
Tel. +7 495 980 5226
E-mail: info@tatneft.net
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6th largest Russian oil 
producer
32nd oil producer globally
21st in the world based on 
proved oil reserves (5,872 
million barrels as of 1st

January, 2006)

Oil & gas production
Sales of crude oil and 
petroleum products
Refining
Geological, drilling and oilfield 
services
Petrochemicals

Main ActivitiesCompany’s Market Position

Review of Tatneft Activities2
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3

Tatneft operates in 
several countries

Main oil production 
assets are located 
in Tatarstan

E&P operations are 
conducted in 
Russia and abroad

Network of Petrol 
Stations in Russia 
and Ukraine

Tatneft is an International Oil Company

MOSCOW

ASTANA
PRAGUE

TATARSTAN

Almetjevsk

RUSSIA

LONDON
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Stabilization and optimization of oil & gas production in Company’s Licensed Fields

Expansion of reserve base, including outside Tatarstan Republic

Further development of Company’s own oil & gas refining and petrochemical capabilities

Continued improvement of corporate governance

Development and implementation of Research & Development policies (R&D)

Increase Company Capitalization

Main Strategic Initiatives and Goals4
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Chain Drive for Rod Pump5
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скважинойDual Completion6

Dual Completion

Tubing string

ESP (sucker rod pumps)

Dual wellhead equipment

Production string

Parallel anchor

Packer
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Sidetracking7

Sidetracking

whipstock Drilling bit
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Horizontal Multilateral Well Design
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8
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Оптимизация добычи нефти

Since 2002, weighted 
average production flow 
rate increased by 10%

Well Production Rates

34,9

44,9 46,3

27,2 27,2 28,5 29,9

54,8
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2002 2003 2004 2005
Production rate of new wells Production rate of all wells

Bbl/day

Growth of Oil Production Efficiency9
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463

452 451 449 449

479
485 488

495
500

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Average Daily Production

Production trend in the last ten years

Thous. Bbl/day
Production volumes 
have been growing over 
the last several years

Growth achieved due to 
application of modern 
technologies and 
expansion of reserve 
base

Production growth 
expected to continue in 
the future

Production Growth in Recent Years10
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11 Environmental Protection
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Tatneft’s Ecological Management and Industrial Health and Safety 
Management Quality Recognition12
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13 Corporate Governance
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3598

2011

263

2227

395

Proved developed producing Proved developed non-producing

Proved undeveloped Probable

Possible

Oil and condensate reserves, Million Bbl

Total proved reserves of 
oil and condensate –
5,872 mln. bbl

Total proved, probable, 
and possible reserves –
8,494 mln. bbl

Useful life of Tatneft’s
reserves is 32 years

Reserves

____________________
Source:   OJSC Tatneft press-release dated 13 September 2006

14
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Oil Fields in Tatarstan15
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16 Tax Benefits

Differentiated Unified Natural Resources 
Production Tax 

1 January 2007 new taxation of 
natural resources production
Differentiated taxation based on 
depletion of reserves
Tatneft will benefit from the new 
tax regime
Estimated 180 mln US$ annual 
tax savings at current crude 
prices 
Zero tax rate on bitumen 
production
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Diagram of pilot project for natural bitumen production

Currently, natural bitumen 
resources in Tatarstan are 
estimated in the amount 
of up to 50 Billion Barrels

Tatneft employs 
innovative technologies in 
pilot project of natural 
bitumen development

Expansion of Reserve Base: Bitumen17
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18 Expanding Refining Capacity
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19 Expanding Retail Network
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Tatneft Retail Network

Tatneft retail distribution network in  
Russia

Tatneft retail distribution network 
in  Ukraine

Retail and low 
volume wholesale 
sales

Low volume wholesale
sales

20

Tatarstan
Udmurtia

Leningrad Region Arkhangelsk Region

Moscow and 
Moscow 
Region

Mariy El
Chuvashia

Samara 
Region

Ulyanovsk 
Region Chelyabinsk 

Region

Vladimir Region

Sverdlovsk 
Region

Simferopol

KhersonOdes
sa

Nikolaev
Zaporozhye

DonetskDnepropetrovsk
LuganskKirovogr

ad

PoltavaCherkassy

Vinnitsa

ChernovtsyZakarpatye

Ivano-Frankovsk
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Scope of Activity21



PRESENTATION TO INVESTORS  10/20/06

Distribution and 
Marketing
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Схема экспортных поставок нефти

Crude Oil Delivery Roots23
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Oil production

Purchased 
crude oil

Available 
crude oil

500

69

569

Non-CIS market

CIS market

Domestic market
Tolling / Oil 

refining

239

143

1

102

36

40

Non-CIS market

CIS market

Domestic market

____________________
Thous. Bbl/day

484

Refined products

Refined products
purchased

75 74

3

Production Refining Marketing

Flow of Crude and Product (2005)24
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Phase 2: Construction of facilities for deeper petroleum 
conversion

44 Thous. Bbl/dayCapacity of refining heavy residuals

12.2009Planned completion date

Phase 3: Petrochemical plant

16.5 bln RRIncl. Government financing for 
infrastructure construction

Phase 1: Oil Refinery construction

140 Thous. Bbl/dayCapacity

09.2008
07.2009

Planned completion date:
1st production stage of Oil Refinery
2nd production stage of Oil Refinery

11.2010Planned completion date

130 bln RRTotal planned investment in construction 
(incl. VAT)

2005Construction start

Project overview

Construction of new Oil Refining and Petrochemical Facility in 
Nizhnekamsk

____________________
(1) To be approved by RF Government

Oil Refining

(1)

25
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Схема комплекса нефтеперерабатывающих и нефтехимических производств

Oil Refinery with Aromatics Unit Petroleum conversion complex Petrochemical plant

Sulphur

Diesel Fuel

Kerosene

C5-C6 Fractions

Benzol, Benzine

Oil
Propane Butane Electricity Steam

MTBE

Polypropylene

Polyethylene
terephthalate

Linear alkylbenzenes

Naphtha for petroleum 
chemistry

Raw product for technical 
carbon

Kerosene 
Hydrofining

Naphtha 
Hydrofining

Aromatics 
Unit

Reforming

Vacuum 
Distillation Hydrocracking

Atm. Distillation 
& Desalter

-АТ-7

Gas oil 
hydrofining

Coking

Retarded 
Coking

High Octane 
Component Unit

Fluid Catalytic 
Cracking

Gasification 
and 

Cogeneration

Polyethylene
terephthalate

production

Polypropylene 
production

Alkylbenzene
production

Diesel Fuel 
Hydrofining

New Oil Refining and Petrochemical Facility26
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Overview of Sales via Petrol Stations

Key markets: 
Moscow region: 124 stations*
Tatarstan: 140 stations*
Other regions of Russia: 144 stations*
Ukraine: 145 stations*

Sales Increase
2004: 33 new gas stations built

Development strategy until 2010 approved recently
Increase presence in target markets
Enter new markets

____________________
*  As of 1 January 2006

Number of Petrol Stations

553

145

408

1 Jan
2006

556

146

410

1 Sep
2006

547

145

402

1 Jan
2005

Russia & Ukraine

Ukraine

Russia

Region

Network of Retail Gasoline Filling Stations27
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Gas Refining28
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Management company
“Tatneft-Neftekhim” LLC

Petrochemical Business Structure

“Kama”
Trading House LLC

“Tatneft-
Neftekhimsnab” LLC

CJSC
“Yarpolimermash-

Tatneft”

OJSC
“Nizhnekamsk

Carbon Black Plant”

OJSC
“Nizhnekamskshina”

OJSC
“Nizhnekamsk

Mechanical Plant”

29
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Kama-Euro Tires Production Line30
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31 High Quality Tires Produced in Tatarstan
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Financial Overview



PRESENTATION TO INVESTORS  10/20/06

430 485

813

1160

0

400

800

1 200

2002 2003 2004 2005
(estimate)

4,7 5,1

7,2

10,6

5,9

0

5

10

15

2002 2003 2004 2005 1H 2006

$bln.

+9%
+41%

+48%

Financial Highlights33

(estimate) (estimate)

Net IncomeRevenue

$mln.

____________________
(1) Conversion of rubles into dollars is done by the average yearly exchange rate

+13%

+68%

+42%
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2002 2003 2004 2005
(estimate)

0

50

100

150

200

250

300

Other

Transportation costs

Taxes, other than income tax

Administrative cost

Purchase of  oil and oil products

Operating costs

Bln. Rub

28%

Cost Structure

25%

22%
12%

5%

8%

22%

31%

20%
11%

5%

15%

20%

35%

23%
10%

5%

12%

45%

19%

8%

3%

10%

25%

18%

45%

34
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____________________
Source: Annual report on form 20-F for 2004

Lifting costs

Transportation costs Selling, general and administrative expenses

2.47 2.46 2.48
2.93

0.0

0.5

1.0

1.5

2.0

2.5

3.0

2002 2003 2004 2005
(estimate)

Operating Costs

0.56

1.01
1.15 1.12

0.0

0.5

1.0

1.5

2002 2003 2004 2005
(estimate)

$/barrel

$/barrel
1.11 1.12 1.13 1.17

0.0

0.5

1.0

1.5

2002 2003 2004 2005
(estimate)

$/barrel
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Long-term and Short-term Loans

$ mln.

Debt Profile (1)

460

523

485

685

445

891

75
217

0

250

500

750

1000

1250

1500

2002 2003 2004 2005 (estimate)

Long-term loans Short-term loans

36
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91,1

59,6
48,1

40,7

x50

0x

10x

20x

30x

40x

50x

60x

2002 2003 2004 2005* (estimate)
0

20

40

60

80

100

Interest expenses EBITDA/interest expenses

EBITDA/interest expenses
(times)

Interest expenses
($ mln.)

____________________
(1) Conversion of rubles into dollars is done by the average yearly exchange rate
* For reconciliation of adjusted EBITDA to net profit see slide A1 of this presentation

Debt Profile (2)37

EBITDA / Interest expenses(1)
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Net debt, $ mln.

Debt Profile (3)

(761)
222

(983)

2002

(883)
287 

(1,170)

2003

(684)
652 

(1,336)

2004

335 Net debt
627 Cash funds

(292)Debt

2005
(estimate)

38
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____________________
Source: Annual report on form 20-F for 2004; Miller & Lents report
Note: Conversion of rubles into dollars is done by the historical exchange rates, indicated in the form 20-F

____________________
* Except non-cash items, due to changes in the leasing accounting and capitalization policy

CAPEX trend* ($ mln.) CAPEX estimation by segments in 2005 ($ 
mln.)*

Capital Expenditures

88%

9% 3%
Exploration and
production

Refinery and downstream

Petrochemicals

495
522

490

559

360

420

480

540

600

2002 2003 2004 2005
(estimate)

39
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Corporate 
Governance
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Tatneft Shareholders

Company’s shares are 
traded on Russian and 
foreign stock 
exchanges (MICEX, 
RTS, LSE)

OJSC “SINH” (100% of 
its shares are owned by 
the Republic of 
Tatarstan) – major 
shareholder

Wide range of 
shareholders

33%

21%

46%

Controlled by the
Government of Tatarstan

Depositary Receipts
Program

Other

Shareholder Equity Structure

____________________
As of May 15, 2006

41
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42 Effective Management



PRESENTATION TO INVESTORS  10/20/06

Market capitalization: 2001-2006

Market capitalization
($ bln.)Company’s market capitalization has 

increased considerably for the last 
years

Capitalization growth is a result of 
the favorable market environment, 
as well as of the Company’s strong 
operational and financial 
performance indicators

Market Capitalization Dynamics43

2001 2002 2003 2004 2005 1H2006

1,48 1,70

2,50

9,00

7,50

3,00
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Declared Dividends for Ordinary Shares: 2001-2005

Dividends per 1 ordinary share
(Rub)

Company continues 
raising dividend 
payments to it’s 
shareholders

Dividends44

2001 2002 2003 2004 2005

0.1 0.1

0.3

1.0

0.9
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Corporate governance

Shareholders

Regulators

Personnel Partners

Independent 
legal and 
financial 
advisors

Corporate Governance
Instruments

Rating agencies

Observance of Balance of Interests45
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Система реализации принципов корпоративного управления

Shareholders

Board of directors

Executives

Observance of 
shareholder’s rights

Information openness

Effective internal control 
and financial discipline

Fair compensation

Observance of 
shareholder’s rights

Information openness

Effective internal control 
and financial discipline

Fair compensation

Corporate governance 
principles

Application of corporate 
governance  principles 

46 Implementation of Corporate Governance Initiatives
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Corporate Governance Principles

Compliance with shareholders’ rights

Transparency

Efficient internal control and financial 
discipline

Remuneration

Corporate governance principles 
implementationCorporate governance principles

Independent members of the Board 
of Directors
Committees on

Audit
Corporate governance
Information disclosure
Personnel and compensation

Procedures of reporting according to 
US GAAP and internal audit 
procedures
Review of the broad range of issues 
by the Board of Directors
Internal control procedures

47
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Tatneft’s Board of Directors48
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49 Corporate Reporting
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Company Reporting

Actions Frequency 

 Communication with shareholders, potential investors, analysts. Publishing 
press releases about significant events. Tatneft’s web site 
(http://www.tatneft.ru/) 

Real-time 

 
 

 Distribution of the information for foreign and Russian investors. Participation 
in seminars and conferences. Presentations and roadshows in world financial 
centers. Holding teleconferences. Organizing meetings of the Company 
Management with analysts and journalists. 

Monthly / Quarterly 

 
 

 Preparation of the annual report and social responsibility report, environmental 
and innovation reports Annually 

 
 

 Regular dispatch of information materials to shareholders and potential 
investors. Preparing quarterly financial statements together with Management 
Discussion and Analysis (MD&A).   

Planned 

Information Disclosure50
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In this presentation we have shown the adjusted profit before before interest, taxes, depreciation, and amortization (or adjusted EBITDA). We define adjusted EBITDA as (i) net 
profit before income tax, minority interest and overall effect of changes in accounting principles plus (ii) (a) other profit (cost), (b) transfer of social assets, (c) loss on disposal of 
fixed assets and investments devaluation, (d) net allowance and write-off for bad debts and (e) amortization and depreciation, according to our consolidated financial statement.

In the table above the adjusted EBITDA is reconciled to the net profit for all indicated time periods. For extra information refer to the Consolidated Statement on Operating Activity 
and Total Profit on the page F-4 of the Company’s Annual report on form 20-F for the year ended December 31, 2004, and to the unaudited Interim Consolidated Statement on 
Operating Activity and Total Profit on the page F-3 in the Company’s Report on form 6-K, sent to Securities and Exchange Commission on June 26, 2006.

The adjusted EBITDA should not be considered separately as an alternative metric to the net profit, calculated by U.S. GAAP.  Other companies may otherwise define EBITDA or 
adjusted EBITDA, and our adjusted EBITDA shown in this presentation may not be directly collated with the other companies’ data containing similar terminology. 

*  Includes net profit on investment in shares, profit/loss arising from exchange rate differences, interest profit or loss, and any other profit. 

Reconciliation of adjusted EBITDA to net 
profit

(763)1 668(313)(1 525)(567)Other profit (cost)*

3524552 1621 293593Transfer of social assets

13 8905 363 10 8614 5821 244Income tax expenses

30 10723 41014 88013 47024 144Net profit

422(714)(262)(261)(1 027)
Net allowance and write-off for bad  
debts

11 0139 2378 8507 5416 139Depreciation and amortization

61 635

5 961

654

-

2005
(estimate)

7262 3258512 502Loss on disposal of fixed assets and   
investments devaluation

34 726

1 698

-

2001

27 203

471

-

2002 
(recalculation)

27 419

(63)

(4 742)

2003

46 688EBITDA

1 025Minority interest

-Overall effect of changes in principles

2004

A1



PRESENTATION TO INVESTORS  10/20/06

FOR FOREIGN INVESTORS

THIS PRESENTATION IS BEING SHOWN TO YOU SOLELY FOR YOUR INFORMATION AND MAY NOT BE REPRODUCED IN ANY FORM OR DISTRIBUTED TO ANY OTHER PERSON OR PUBLISHED, IN WHOLE OR IN 
PART, FOR ANY PURPOSE. FAILURE TO COMPLY WITH THIS RULE MAY BE CONSIDERED AS A VIOLATION OF THE PRESENT LEGISLATION ON SECURITIES.

THIS PRESENTATION DOES NOT CONSTITUTE OR FORM A PART OF ANY OFFER TO SELL OR BUY, ANY SOLICITATION OF ANY OFFER TO BUY ANY SECURITIES OF ОАО «TATNEFT» («COMPANY») OR ANY OF ITS 
AFFILIATES. NEITHER THIS PRESENTATION, NOR THE INFORMATION IT CONTAINS SHALL FORM THE BASIS FOR ANY CONTRACT OR OBLIGATION. 

NO INDEPENDENT VERIFICATION OF THE INFORMATION IN THIS PRESENTATION HAS BEEN HELD. NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, IS GIVEN AS TO THE FAIRNESS, ACCURACY, AND 
COMPLETENESS OF THE INFORMATION, OPINIONS AND CONCLUSIONS IN THIS PRESENTATION. TO THE EXTENT ALLOWED BY THE APPLICABLE LEGISLATION, THE COMPANY AND MERRILL LYNCH 
INTERNATIONAL, AS WELL AS EACH OF THEIR AFFILIATED PARTIES OR LEGAL ENTITIES, DIRECTORS, EMPLOYEES, AGENTS OR CONSULTANTS, DO NOT ACCEPT ANY LIABILITY (INCLUDING, WITHOUT ANY 
RESTRICTIONS, THE LIABILITY ARISING FROM FRAUDULENT INTENT OR NEGLIGENCE) WHATSOEVER FOR ANY LOSS HOWSOEVER ARISING FROM ANY USE OF THIS PRESENTATION OR ITS CONTENTS OR 
OTHERWISE ARISING IN CONNECTION THEREWITH. THIS PRESENTATION IS NOT A RECOMMENATION REGARDING THE COMPANY’S OR ITS AFFILIATED PARTIS’ SECURITIES.

THE ISSUES DISCUSSED IN THIS PRESENTATION MAY INCLUED FORWARD-LOOKING STATEMENTS. THEY APPEAR IN SOME PARTS OF THE PRESENTATION AND MAY BE DEFINED BY THE WORDS “EXPECTED”, 
“INTENDED”, “PLANNED”, «MIGHT BE», «AIMED AT», «PREDICTED», «FORECAST» AND OTHER SIMILAR WORDS. THESE FORWARD-LOOKING STATEMENTS INVOLVE RISKS, UNCERTAINTIES AND OTHER FACTORS, 
THAT MAY LEAD TO THE SITUATION WHEN ACTUAL PERFORMANCE RESULTS DIFFER MATERIALLY FROM THOSE STATED IN THIS PRESENTATION. FACTORS THAT MAY CAUSE SUCH DIFFERENCES INCLUDE, 
AMONG THE OTHERS, THOSE FACTORS CONTEMPLATED IN THE SECTION «FOREWARD-LOOKING STATEMENTS» AND IN THE «POINT 3 – KEY INFORMATION – RISK FACTORS» OF THE COMPANY’S ANNUAL 
REPOR ON FORM 20-F FOR THE YEAR ENDED DECEMBER 31, 2004, SENT TO THE SECURITIES AND EXCHANGE COMMISSION ON JUNE 26, 2006.

NEITHER US, NOR OUR AGENTS, EMPLOYEES OR CONSULTANTS PLAN OR HAVE TO SUBMIT, CHANGE, UPDATE OR REVISE THE FORWARD-LOOKING STATEMENTS IN THIS PRESENTATION. 

THE INFORMATION AND OPINIONS CONTAINED IN THIS PRESENTATION ARE PROVIDED AT THE DATE OF THIS PRESENTATION AND ARE SUBJECT TO CHANGE WITHOUT NOTICE. PRESENTING OF THE 
INFORMATION DURING THIS PRESENTATION DOES NOT MEAN THAT THIS INFORMATION WILL REMAIN FAIR AFTER THE PRESENTATION DATE.

MERRILL LYNCH INTERNATIONAL WAS HIRED BY THE COMPANY TO RENDER SERVICES IN CONNECTION WITH THE OFFERED TRANSACTIONS, DESCRIBED IN THIS PRESENTATION, AND IT WILL BE PAID FOR 
THESE SERVICES AND RECOVERED CERTAIN EXPENSES IN RESPECT OF THEM, AND IT MAY HAVE OTHER INTEREST IN THE COMPANY OR KEEP RELATIONS WITH IT.

COMPANY’S SHAREHOLDERS, EXISTING OR POTENTIAL, SHOULD NOT CONSIDER THIS PRESENTATION AS A LEGAL OR INVESTMENT ADVICE, AND SHOULD CONDUCT THEIR OWN ASSESSMENT OF THE 
INDICATED AND OTHER POSSIBLE CONSEQUENCES OF THE TRANSACTIONS DESCRIBED IN THE PRESENTATION. THIS PRESENTATION DOES NOT TAKE INTO ACCOUNT THE INVESTMENT GOALS, FINANCIAL 
STATE, AND INDIVIDUAL NEEDS OF ANY INVESTOR. POTENTIAL INVESTORS ARE RECOMMENDED TO CARRY OUT THEIR OWN VERIFICATION.

FOR RUSSIAN INVESTORS

THIS PRESENTATION IS BEING SHOWN TO YOU SOLELY FOR YOUR INFORMATION, AND MAY NOT BE DISTRIBUTED OR OTHERWISE DISCLOSED TO ANY OTHER PERSON. THE INFORMATION IN THIS 
PRESENTATION IS NOT THE ADVERTISING OF THE ОАО «TATNEFT» SECURITIES, DISCUSSED IN THE PRESENTATION («SECURITIES»), IN RUSSIA, AND HAS NO PURPOSE TO DRAW ATTENTION, AROUSE AND 
MAINTAIN INTEREST TO ОАО «TATNEFT» OR ITS SECURITIES, TO PROMOTE THEM, AS WELL AS TO PROMOTE SALES, EXCHANGE OR OTHER TRANSFER OF SECURITIES IN RUSSIA, TO RUSSIAN NATURAL 
PERSON OR LEGAL ENTITY, OR FOR THE BENEFIT OF RUSSIAN NATURAL PERSON OR LEGAL ENTITY.

ACCORDING TO THE RUSSIAN LEGISLATION, THE SECURITIES ARE THE SECURITIES OF THE FOREIGN ISSUER. ANY SALE, EXCHANGE OR OTHER TRANSFER OF THE SECURITIES IN RUSSIA, TO RUSSIAN 
NATURAL PERSON OR LEGAL ENTITY, OR FOR THE BENEFIT OF RUSSIAN NATURAL PERSON OR LEGAL ENTITY IS NOT ALLOWED. NEITNER THE EMISSION, NOR THE PROSPECTUS HAS BEEN REGISTERED IN 
THE FEDERAL FINANCIAL MARKETS SERVICE, AND SUCH REGISTRATION IS NOT SCHEDULED. THE INFORMATION IN THIS PRESENTATION IS NOT AN OFFER OR AN INVITATION TO SELL, EXCHANGE OR 
OTHERWISE TRANSFER THE SECURITIES IN RUSSIA, TO RUSSIAN NATURAL PERSON OR LEGAL ENTITY, OR FOR THE BENEFIT OF RUSSIAN NATURAL PERSON OR LEGAL ENTITY.

Important NoticeA2


