
VOLGA GAS plc

OIL BARREL 
CONFERENCE

28 October 2009

Tony Alves
CFO



2

DISCLAIMER  

This presentation is for information only and does not constitute an offer or invitation for the sale or purchase of 
securities. Any information or documentation provided as part of the presentation is confidential and is intended 
solely for use during the presentation and as a personal record thereafter. Any information or documentation 
provided as part of the presentation may not be reproduced or circulated or used for any other purpose.

In particular, no information provided during the presentation may be taken, transmitted or distributed, directly 
or indirectly, in or into the United States of America, its territories or possessions or passed to US Persons (as 
defined in Regulation S of the United States Securities Act of 1933 (as amended)), United States residents, 
corporations or other entities, save pursuant to an applicable exemption. Distribution of this information in the 
United States may constitute a violation of Unites States securities law.

Certain forward-looking statements may be contained in the Presentation Materials.  Although the Company 
believes that the expectations reflected in such forward-looking statements are reasonable, no assurance can 
be given that such expectations will prove to be accurate.  Accordingly, results could differ from those projected 
as a result of, among other factors, changes in economic and market conditions, changes in the regulatory 
environment and other business and operational risks.

The information provided during the presentation has not been independently verified. No representation or 
warranty, express or implied, is given as to the accuracy, fairness or completeness of the information or 
opinions contained in the presentation and no liability is accepted for any such information or opinions (which 
should not be relied upon) or for any loss howsoever arising, directly or indirectly, from any use of the 
information provided.



3

BUSINESS OVERVIEW
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Key data

Major shareholders (as disclosed)

Cavendish Nominees  (Baring Vostok PEF III) .......................................... 48.9% (39,620,000 shares)

Cavendish Nominees  (Baring Vostok PEF IV) .......................................... 9.8% (7,906,889 shares)

Capital Group International, Inc. ................................................................... 5.6% (4,552,516 shares)

HQ Fonder Sverige AB ................................................................................ 5.6% (4,499,633 shares)

Management/Directors …………………………………………………..………. 3.4%

Debt – nil

Cash – $14.6 million as at 30 June 2009

Placing  in July raised an additional $26.6 million after expenses

Production – c. 2,000 bbls per day

VGAS share price, UK p:

min  37 | max  569 | at 23/10/09 217p

Shares in issue: 81,017,800

Market capitalisation: £175 m

www.volgagas.com

VGAS share price chart

Source: London Stock Exchange
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Business Model

� Production providing a stable platform
• Cash generative and profitable

• High reserves/production ratio

• Low production costs

� High impact exploration plays
• Targeting sizable gas/condensate resources (>1Tcf)

� Favorable macro factors for Russian gas in the long term
• Depletion of mature giant gas fields and increased reliance on Central Asian supplies

• Government policy to increase regulated gas price to full export parity

• Fiscal terms

� Advantageously located assets
• Close to the major consuming markets in Russia

• Access to major pipeline infrastructure with spare capacity

� Financially conservative
• Currently no borrowing anticipated

• Capital investment funded from retained cash flow and equity as appropriate
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Strengths

� A growing production base and high impact exploration
� 2009 investment focused on development drilling

� Started drilling sub-salt prospects in 2009

� Russian operational management and a balanced Russian/Western board
� Chairman and CEO both Russian nationals

� Extensive experience operating throughout Russia

� Western corporate culture and corporate governance

� UK based CFO and UK based independent non-executive directors

� Regional focus of operations
� Operational management based in Saratov, with easy access to all licence areas

� Senior management with extensive experience and intimate regional knowledge

� A stable and supportive major shareholder 
� Baring Vostok is the leading private equity fund management company in Russia

� In excess of $1 billion of cash available for investment
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Where we operate

Source: Incotec

Source: Incotec

Urozhainoye-2

Urozhainoye-2
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Geological context: the north Pre-Caspian Basin

Chinarevskoye

Orenburg

Karachaganak

Astrakhan

Imashevskoye

Karpenskiy &
Pre-Caspian

Licence Areas
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Reserve and resources summary

Gas, 62%

Condensate, 
18%

Oil, 21%

Analysis of C1/C2 reserves

C1 C2 C1/C2 C3
Resources

Vostochny-Makarovskoye
Natural Gas (BCM) 4.661 2.480 7.141
Condensate (mmT) 1.043 0.485 1.528
Total (mmboe) 35.8 18.5 54.4

Yuzhny Uzenskaya (Karpenskiy Licence supra salt) 
Crude Oil (mmT) 0.983 0.886 1.869
Total (mmboe) 7.4 6.5 13.9

Yuzhny Ershovskoye prospect (Karpenskiy Licence, su b salt)
Natural Gas (BCM) 56.0
Condensate (mmT) 8.0
Total (mmboe) 394.0

All Licences
Gas (BCM) 4.7 2.5 7.1 56.0
Condensate (mmT) 1.0 0.5 1.5 8.0
Crude Oil (mmT) 1.0 0.9 1.9 0.0
Total (mmboe) 43.2 25.0 68.4 394.0
of which liquids (mmboe) 15.7 10.4 26.2
Conversion factors used: 1 BCM natural gas = 5.9 mmboe, I tonne condensate = 8.0 boe; 1 tonne crude oil = 7.5 boe

A B C1 C2 and C3 are official Russian classifications as approved by the State Committee for Reserves

Recoverable Reserves

C1/C2 C3

C3
C2
C1

C1/C2 reserves & C3 resources
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KARPENSKIY LICENCE AREA
SUB-SALT EXPLORATION
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Karpenskiy Licence Area

YUZHNY
ERSHOVSKOYE

YUZHNY
MOKROUSOVSKOYE

UZENSKOYE
Oil fields

Source: Wood Mackenzie
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Sub-salt exploration in the Karpenskiy Licence Area

� 260 km2 of 3-D seismic acquired over Yu. Ershovskoye (Y-E) and Yu. Mokrousovskoye (Y-M) features

• Processing and interpretation completed by Schlumberger in 2008 (Yu. Ershovskoye) and 2009 (Yu. 

Mokrousovskoye).

� Drilling commenced on 28 August 2009 on Grafovskaya # 1 exploration well on the Y-E structure

• Set casing at 670 metres and drilling through the thick salt section.

• On 15th September at 1,180 metres depth

• Anticipated 250 days to reach target depth of 5,350m.

� C3 prospective resources for Y-E assessed at 56 billion cubic metres of natural gas plus 8.0 million 
tonnes of condensate (394 million barrels of oil equivalent) contained in two vertically separated 
potential targets.

Vertical section of 3-D seismic across the Yu. Ersh ovskoye prospect Evrasia-owned drilling rig on location at the Grafo vskaya # 1 well site



13

Yuzhny Ershovskoye prospect
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Yuzhny Mokrousovskoye

Structure map of the intra-salt prospect Structure map of the sub salt prospect
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PRE-CASPIAN LICENCE AREA
SUB-SALT EXPLORATION
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Pre-Caspian Licence

� Conducted 1000 km of 2-D seismic in 2007-2008

� Sub-salt exploration structure identified

� Changed the license commitment to replace 2-D with 3-D seismic

� Recently conducted a 88 km2 3-D seismic survey to delineate the structure

� Processing and interpretation is ongoing

� Agreed with MPR to move first drilling commitment to 2011
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KARPENSKIY LICENCE AREA
SUPRA-SALT

PRODUCTION &EXPLORATION
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Supra-salt Karpenskiy Licence Area: exploration and dev elopment

Ten supra-salt wells since 2007

• Eight wells tested oil and five currently on production

• Field facilities constructed and full time production commenced in 
2008 

• Production has grown steadily from 311 b/d in January to 1,620 in 
July and recently exceeding 2,000 b/d

• Light (45 API) sweet crude oil. Water cut < 1%. High permeability 
reservoir (0,6 Darcy) and natural water drive

• C1/C2 reserves of 1.9 mmt (13.8 mmbbl) approved by the State 
Committee for Mineral Resources in February 2009

• Expect to sustain 2,500 b/d from the existing wells

Exploration drilling in 2009

• V-Uzenskaya # 7 well

• Primary target horizon was water bearing

• Tested oil from a thin oil pay zone in secondary objective

• Further geophysical data to map the extent of the discovered 
reservoir prior to appraisal drilling

• Further shallow and medium depth targets being evaluated for 
future drilling
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Uzenskoye field: daily oil production (barrels per day)

0

200

400

600

800

1000

1200

1400

1600

1800

2000

Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09 Jun-09 Jul-09 Aug-09

Uzenskoye field area: production history and oil sal es prices

Uz #3

Uz #4

Uz #5
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Uzenskoye field area: economics
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Uzenskoye field area: exploration and development

Uzenskoye – K1 Aptian 
reservoir
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VOSTOCHNY MAKAROVSKOYE
LICENCE AREA
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Vostochny-Makarovskoye: gas/condensate field develop ment

Logistical setting

� Located in Zhirnovsk district of the Volgograd oblast 
in the northern part of the Volga highlands.

� Well developed local infrastructure with good road 
access and connections into regional oil and gas 
pipelines.

� The VM licence area lies approximately 5km from 
the gas processing unit (“GPU”) on the Dobrinskoye 
gas field..
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Vostochny-Makarovskoye: gas/condensate field develop ment

Field technical overview

� Primary reservoir is the Upper Devonian Evlano-
Livinskiy (“E-L”) carbonate with a secondary reservoir 
in the Carboniferous Bobrikovskiy (“Bo”) sandstone.

� E-L is at a depth of 2,200-2,400 m with a structural 
closure of approximately 4.6 km2 and thick pay zone

� Three historic exploration wells in the area, one of 
which tested gas from the E-L reservoir and two from 
Bo.

� Volga Gas activity on the field included 3-D seismic 
survey and three wells (VM#1, VM#2 and VM#4 – the 
VM#3 location has not been drilled yet)

� VM#1 and VM#2 tested at commercial flow rates and 
have been completed for initial production.

� VM#4 initially demonstrated only a small productive 
interval.  Plan to sidetrack towards the structural crest 
to intersect an expected zone of higher productivity.

� C1/C2 Reserves registered in November 2008.
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Vostochny-Makarovskoye: gas/condensate field develop ment

Gas processing joint venture

• VM processing is expected to be combined with 
neighbouring Dobrinskoye facility, currently owned by 
Trans Nafta, to form a 75% Volga Gas owned gas 
processing facility.  Pre-payment of US$22m made in 
December 2008.

• Plant comprises condensate separation and 
stabilisation unit and pipeline tie-in to Gazprom 
transportation system.

• Construction is close to completion and test 
processing of gas from Dobrinskoye field in progress.

• Pipeline connection from VM # 1 and VM # 2 installed 
to the GPU.

• Application has been submitted to commence “Test 
Industrial” production from VM.
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HALF YEARLY RESULTS
Six months ended 30 June 2009
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Half Yearly Results 2009: Highlights of the period

� First period of sustained revenue generation

� Oil production averaged 1,050 b/d in 1H09

� Exit rate of 1,600 b/d at half year

� Net oil sales price rising from $10/bbl in January 2009 to $27/bbl in June 2009 (wellhead sales price net 
of VAT)

� Achieved positive EBITDA and positive operating cash flow

� Average cash operating margin of $9.50 in 1H 2009

� Cash operating margin per barrel achieved increased from $3.21 in January 2009 to $14.64 in June 2009

� Continued investment in oil production capacity

� The first phase of the Uzenskaya development is now complete

� Production to average c. 2,000 b/d in 4Q 2009

� Capital expenditure running below budget

� $8.3 m in 1H09, principally on VM and supra-salt developments

� Net cash at 30 June 2009 US$ 14.6 million and no debt

� Completed US$ 27 million fund raising (US$ 26.6 million net)

� Provides funds to drill the Grafovskaya #1 exploration well.
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Income Statement

1H09
Oil Sales (barrels) 189,057  
Net realization ($/bbl) 17.81      

Cost of Sales Analysis for 1H 2009

$'000 $/bbl
Prod. Costs 185         0.98           
MET 1,464      7.74           
DD&A 347         1.84           

Group Interim Income Statement (Unaudited)
(presented in US$ 000)

Continuing operations 2009 2008

Revenue              3,368                  112  
Cost of sales (1,996) (197)
Gross profit/(loss)              1,372  (85)

Exploration and evaluation expense (479) (3,920)
General and administrative expenses (1,553) (2,267)
Operating profit/( loss) (660) (6,272)

Interest and other income                   16                  524  
Other net income/(expenses)                 429                  718  
Loss for the period before tax (215) (5,030)

Taxation (418) (22)
Loss for the period attributable to equity holders (633) (5,052)

Basic and diluted loss per ordinary share (in US dollars) 0.01 0.09
Weighted average number of shares outstanding 54,017,800 53,751,954

Six months ended 30 June

1H09 1H08
Operating Loss ( 660) ( 6,272)
Exploration expense 479         3,920         
DD&A 347         17              
EBITDA 166         ( 2,335)

EBITDA Calculation:
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OUTLOOK & SUMMARY
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Outlook for 2H 2009

� Continued growth in oil production

� Oil production averaged 1,600 b/d in July and August 2009 from 3 wells.

� Currently (early September 2009) running at 2,000 b/d from 4 wells.

� Production to average c. 2,000 b/d in 4Q 2009.

� Sales prices rising – gross price of RUB 9,300/tonne in September (RUB 8,400 in August).

� Positive EBITDA and positive operating cash flow

� Unit cash operating margins increasing with rising prices.

� Drilling to focus on Grafovskaya#1

� With recently completed drilling, the current phase of Uzenskaya development is complete.

� Focus on safe operation with minimal disruptions and to deliver a well within budgeted cost.

� V. Uz #10 appraisal well to spud in 4Q 2009

� Capital expenditure controlled

� Capex for 2H 2009 expected at $16 million including $8 million progress payments on 
Grafovskaya #1.

� Licence commitments for VM are fulfilled, for Karpenskiy will be fulfilled by end 2009.
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Investment Summary

� Focused oil and gas E&P business with high impact exploration potential

� Reserves and resources located with access to local oil and gas consuming markets

� Growing production from shallow oil field in the Karpenskiy block and imminent gas 
condensate production from the VM licence area

� Opportunity for high impact exploration from Sub-Salt Karpenskiy licence area:
� Drilling on Grafovskaya # 1 (Yu. Ershovskoye structure) with potentially transforming prospective resources

� High specification drilling rig contracted at competitive rate, key equipment and service companies mobilised 
and drilling commenced on 28 August 2009

� Further material sub-salt exploration targets in existing licence areas

� Targeting large advantageously located gas resources
� Domestic gas price convergence with Europe

� Advantaged location: close to markets and access to transportation infrastructure

Opportunity to participate in ongoing high impact exp loration


