A Successful Company’s

Growth Dynamics

2013
SUSTAINABLE
DEVELOPMENT
REPORT

CONTENTS

STATEMENT FROM
THE GENERAL
DIRECTOR....................2

ABOUT
THE REPORT
Principles for determination
of content and quality
of the report...................................4
Parameters of the Report..............5
Implementation and introduction
of international standards
for corporate social responsibility
and sustainable development.......6
The level of application
of GRI G4 guidelines
and report verification...................8

1. COMPANY PROFILE

History............................................................... 12
Major areas of activity...................................... 14

2. STRATEGY

OF SUSTAINABLE
DEVELOPMENT

Consolidated corporate and project structure
of the Zarubezhneft Group............................... 15

Role of sustainable development
in the activities of the Company......................58

Key events of 2013........................................... 16

Projects of internal corporate
improvements...................................................59

Map of activities for the
Zarubezhneft Group’s main projects................ 18
Results of activites in 2013..............................20
Upstream segment....................................20
Status of resource and raw
material base............................................. 21

Downstream segment..............................37
Service and other assets...........................46
Primary financial results for 2013..................... 51
Investment activities in 2013...........................52
Key consolidated efficiency indicators............53
Key consolidated efficiency indicators............54

6. HR POLICY

8. ETHICS AND

Tasks and programme of innovational
development......................................................82

HR policy.........................................................105

Values and ethical principles
of Zarubezhneft....................................124

Innovational development management..........84

Salaries and social policy................................ 107

Relations with business rivals..............125

Cooperation in the field of innovational
development......................................................86

Training and education of personnel..............109

Code implementation mechanism.......125

DEVELOPMENT

Strategic benchmarks of development............60
Results in the field of sustainable
development in 2013........................................62
Main benefits....................................................64
Risk management.............................................64

Geologic exploration works.......................22
Oil production............................................ 24

4. INNOVATIONAL

3.CORPORATE

MANAGEMENT

Structure of Zarubezhneft management
authorities.........................................................68
Dividend policy................................................. 76
Anti-corruption activities..................................77
Internal audit.....................................................78
Technological and price audit...........................79

5. INTERACTION

WITH STAKEHOLDERS

Arrangement of interaction with
stakeholders as a basis of responsible
business practice...............................................90
Interaction with the shareholder,
investment entities and business partners...... 91
Interaction with state authorities......................92
Interaction with suppliers and consumers
of services.........................................................93
Local communities and social activities
in the regions of presence.................................94
Interaction with the mass media.................... 101
Mechanisms of cooperation........................... 101

Personnel management policy
of the Company..............................................104

DUE DILIGENCE

Formation and development
of personnel reserve...................................... 111
Planning and work with young experts......... 112

7. OCCUPATIONAL

HEALTH, INDUSTRIAL
SAFETY AND
ENVIRONMENTAL
PROTECTION
MANAGEMENT

Energy efficiency increase programme..........116
Main directions and aims
in the field of energy consumption
and energy efficiency......................................119
Control and monitoring of harmful
emmissions. Environmental efficiency
indicators..........................................................120
Industrial safety and occupational health...... 122
Expenses of the enterprises of the Zarubezhneft
Group for ecological and environmental
protection, and for occupational health
and industiral safety......................................... 123

APPENDIX
Appendix 1. Table of compliance
of standard reporting elements and
indicators of the industrial annex
for the GRI oil and gas sector in
accordance with the requirements
of G4 “Principles of reporting
preparation and standard
reporting elements”.......................126
Feedback form................................129
Contact information........................130

STATEMENT FROM
THE GENERAL
DIRECTOR

ABOUT
THE REPORT

COMPANY
PROFILE

STRATEGY OF
SUSTAINABLE
DEVELOPMENT

CORPORATE
MANAGEMENT

INNOVATIONAL
DEVELOPMENT

INTERACTION
WITH STAKEHOLDERS

STATEMENT FROM THE
GENERAL DIRECTOR
Dear shareholders, colleagues, and partners,
This year, we are publishing the second annual report on our
company’s sustainable development, highlighting the key areas of
our activity in the sphere of corporate social responsibility for the
year 2013.
Zarubezhneft’s social reporting is aimed at increasing the
transparency of the business and informing stakeholders about our
social activities and compliance with the principles of sustainable
development – not only in the construction and operation of
significant oil producing and refining enterprises, but also in our
approach to human resources management.
The ability of Zarubezhneft to demonstrate its contribution to the
social and economic development of the regions and countries in
which it operates is a vital part of Company policy. It is important
for us to secure the confidence of our stakeholders as regards the
responsible attitude of the Company towards its production activities
and towards sustainable development. That is why, in this report, we
have outlined all of our activities in full, with great consideration for
the opinion of the general public, because the transparency of the
Company is both a result and evidence of our interaction with the
society with which the company makes joint decisions.

THE REPORT YOU ARE CURRENTLY
READING HAS BEEN PREPARED
IN ACCORDANCE WITH THE NEW GLOBAL
INITIATIVE REPORTING STANDARD (GRI)
G4. THIS INDICATES THAT WE HAVE
MADE A SIGNIFICANT STEP FORWARD
IN PREPARING OUR REPORTING
BY FOCUSING ON THE PRIORITY
AREAS OF OUR WORK: PRODUCTION,
ENVIRONMENTAL AND SOCIAL.
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Over the past year, we have achieved great economic success. The
production index in 2013 increased by 1.2% compared to 2012, and
the net profit of our company according to RSA (Russian accounting
standards) was 1.5 times greater. The Company has also carried out
internal corporate work that positively influenced the achievement of
high production results. During the reporting period, we have seen
the optimisation of organisational structure, the improvement of
corporate management mechanisms and corporate communications,
and the completion of strategic development benchmarks for
Zarubezhneft up to 2020. These benchmarks will form the basis for
the corporate strategy currently under development.
Zarubezhneft is conscious of its responsibility for environmental
protection during project implementation and considers the specific
requirements of each region. The Company pays great attention
to the principles of protection, reproduction and the rational use of
natural resources as a necessary condition for ensuring a favourable
environment in the areas where its activities are carried out. At our
facilities located in the Russian Federation, the level of financing
for environmental protection activities in 2013 increased by 20%
compared to 2012.

contents
next chapter

HR POLICY

OCCUPATIONAL HEALTH, INDUSTRIAL
SAFETY AND ENVIRONMENTAL
PROTECTION MANAGEMENT

ETHICS
AND DUE DILIGENCE

THE COMPANY TAKES AN ACTIVE
ROLE IN THE DEVELOPMENT OF THE
SOCIAL SECTOR IN THE REGIONS OF ITS
OPERATIONS BY BUILDING RELATIONSHIPS
WITH STAKEHOLDERS BASED ON THE
PRINCIPLES OF CLOSE INTERACTION,
TRANSPARENCY AND PUBLICITY AND
ACTIVELY SUPPORTING SOCIAL PROJECTS.
The Company has established a special division to oversee
compliance with environmental and industrial safety standards within
the Company, with set methodologies and reporting on this area also
introduced. As a result of activities carried out at the facilities of the
Zarubezhneft Group, there has been a decrease in the frequency of
accidents.
One example of our successful compliance with environmental
standards is at the production facilities located in the Republic
of Srpska in Bosnia and Herzegovina, where an environmental
characteristics improvement programme was implemented at the
Brod Refinery. Measures introduce include the commissioning of an
automated measuring station for the control of air quality.
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The Company prioritises its social activities, including its work with
personnel. A number of successful projects were implemented
our human resources department in 2013, including the practical
application of a system of monthly ratings for the Zarubezhneft
Group subdivisions and enterprises and the elabouration of unified
employees’ labour payment and social security systems. For the
first time, we also recognised the “Best Zarubezhneft employee”
and “Best in occupation”. During the year, internal corporate
seminars were held in order to introduce a unified approach to the
management of Zarubezhneft and its subsidiaries and affiliated
entities. In addition, a Young Experts Council has been established
which actively participates in the working and social life of the
Company.
In summarising the year 2013, I can say with confidence that the
Company has adapted its activities and decision-making process in
accordance with the principles of corporate social responsibility. In
the coming years, we will be able to implement the results achieved
to form the basis for our economic growth and increased profitability,
taking into consideration corporate obligations to economic, social
and environmental issues and the interests of a wide range of
stakeholders.
I am convinced that our attention to the resolution of these tasks,
along with a high degree of responsibility in project realisation,
will have a positive impact on strengthening the reputation and
competitiveness of Zarubezhneft in the global market and promote
increased efficiency across our operations in the future.

S.I. Kudryashov
The General Director
JSC Zarubezhneft
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PRINCIPLES OF DETERMINATION
OF CONTENT AND QUALITY
OF THE REPORT

In the economic component of sustainable development:
••
••
••
••
••

The report contains a comprehensive outline of the company’s
sustainable development activity in 2013 and was prepared in
accordance with the Sustainability Reporting Guidelines of the Global
Reporting Initiative, version 4.0 (GRI, G4). The report is submitted to
inform both stakeholders and the general public about Zarubezhneft
activities.

Results of production activity and industrial potential development
Innovation development
Corporate management
Business ethics
Anti-corruption activity.

In the ecological component of sustainable development:
•• Decreased negative impact on environment
•• Increased energy efficiency
In the social component of sustainable development:

Principles defining the report’s content:

•• Development of personnel potential
•• HSE
•• Social activity in the areas of operation.

Interaction with the parties concerned
Sustainable development context
Importance
Completeness

The report reflects each of these essential subjects and indices
of economic, ecological and social performance. The disclosure
of priority subjects is based on the use of consolidated reports
under all Company assets as per IFRS (International Financial
Reporting Standards), as well as GRI G4 indices. Recommendations
and comments received by the company have also been taken
into account in connection with its 2012 report on sustainable
development, as well as advice to the Board for non-financial reporting
of the Russian Union of Industrialists and Entrepreneurs, which
conducted public verification of the report for 2012.

Principles defining the report’s quality:
••
••
••
••
••
••

INTERACTION
WITH STAKEHOLDERS

G4-18, G4-19, G4-20, G4-23

The content of this report is based on the key international principles
of sustainable development reporting: economic, ecological and
social. In addition to the disclosure of data according to the so-called
“triple bottom line”, it includes important information about corporate
management and business ethics, which has also became an integral
part of non-financial reporting by the world’s leading companies.

••
••
••
••

INNOVATIONAL
DEVELOPMENT

Balance
Comparability
Preciseness
Timeliness
Clarity
Reliability

The Company has undertaken a vital step in its transition to a whole
new level of reporting by applying the latest version of GRI G4
standards. One of the key components of this transformation has been
the determination of essential subjects in the report. In line with GRI
G4 guidelines, the Company has opted to focus not on comprehensive
coverage of all its sustainable development activities but to
concentrate on the most significant and priorities of its operation.

In the report, both quality information on essential subjects and
quantity data and financial indices are used based on production and
financial results and the conclusions of an external audit published in
the Annual Report. An important source of information during 2013
has become the introduction and use of the integrated system of
internal audit and control, which allowed the Company to increase the
reliability of the data presented.

At the same time, in the course of defining these priority subjects,
both the ideas of the Company itself and the opinions and interests of
the key parties concerned have been taken into account both inside
and outside this activity.

The report represents this information in an intelligible form for
the parties concerned and the general public; avoids using any
complicated technical terminology and does not contain any data
requiring special industry technical, technological or economic
knowledge and skills. In the report schemes, tables and diagrams are
widely used for a visual and more accessible presentation of material,
and a list of abbreviations is given. Any information used herein has
been checked and confirmed for reliability.

As a result of extensive discussion at the meetings of the working
group for the report preparation, consultations with the Company’s
management, its shareholder and key stakeholders, ten priorities for
Company activity have been determined as the primary subjects of
this present report.
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PARAMETERS AND THE SCOPE
OF THE REPORT
Zarubezhneft prepares its reports on sustainable development on
a Company-wide level. This report represents information and data
analysis reflecting the Company’s activity for 2013 in the area of
sustainable development – incorporating primary production and
economic activity, corporate management, HSE, personnel policy
and interaction with the parties concerned. This report summarises
all information about the sustainable development of the company
for the preceding calendar year and represents the Company’s most
significant activities during the period from 1 January to 31 December
2013.

IN THE REPORT, THE COMPANY’S
ACTIVITY IS PRESENTED IN ALL MAIN
SUBDIVISIONS AND SUBSIDIARIES,
IN ALL REGIONS AND COUNTRIES
OF OPERATION. THE INFORMATION
IS STRUCTURED ACCORDING TO
SUSTAINABLE DEVELOPMENT
CATEGORIES, INCLUDING ECONOMIC,
ECOLOGICAL AND SOCIAL IMPACTS.

In geographical terms, the company’s productive-economic activity
and its presence are wide-ranging, covering the Russian Federation
and the territory of three foreign countries: Vietnam, Cuba and Bosnia
and Herzegovina (the Republic of Srpska). The Company participates
in the development of 19 oil and gas fields both inside and outside
the Russian Federation alongside a large number of state and private
partners.
Information and data in all areas of sustainable development covered
by the Report on sustainable development are gathered both within
the framework of the corporate reporting system and from special
requests on assets in accordance with the standard and indices of
GRI performance once a year. Initial information from the Company’s
subdivisions is consistently gathered. Data is then specified and
consolidated.
In the report, data on directions to be reported are used which form
the base in preparation of the RAS accounting financial statements
and IAS consolidated statements for 12 months of 2013. The report
also includes information on joint ventures, and covers selective
information about events that have taken place in 2014 subsequent
to the reporting period. Such information was used only in order to
represent projects and processes development and dynamics not
completed in 2013.

The following criteria were used in order to define the list of
organisations included in the reporting scope:
•• The presence of relations of control and significant influence
of Zarubezhneft on the financial and operational activity of
organisations and subsidiaries;
•• The presence of significant ecological impact on enterprises and
infrastructure created by existing oil and gas production and refining
facilities, as well as new facilities and infrastructure construction;
•• The presence of essential social impacts as a result of new
production and refining facilities and infrastructure construction.
In terms of the productive-economic section of the report, the results
of Company activities are presented as three main segments:
•• Upstream
•• Downstream
•• Services and other assets

Preparations for the report included interviews with managers of key
Zarubezhneft business units and subsidiaries, and feedback analysis,
as well as a review of opinions from clients and Company partners,
the examination of reports on sustainable development by comparable
companies, and the analysis of mass media publications.
All of this ensured an adequate and precise presentation of the
extensive list of the essential and additional aspects of the Company’s
effects in the economic, environmental and social spheres.
The report also contains the Company’s estimated medium-term and
long-term plans. Since their realisation is influenced by a number of
external factors independent of the Company, the results achieved in
future reporting periods may not coincide with the target milestonnees
specified in the present report.
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USE AND INTRODUCTION OF INTERNATIONAL
STANDARDS FOR CORPORATE SOCIAL RESPONSIBILITY
AND SUSTAINABLE DEVELOPMENT

IN ITS NON-FINANCIAL REPORT FOR 2013 IN G4 GRI FORMAT, ZARUBEZHNEFT DETERMINES
AND SHOWS TO WHAT EXTENT EACH OF THE ESSENTIAL ASPECTS EXERTS BOTH EXTERNAL
AND INTERNAL INFLUENCE, AS WELL AS DESCRIBING THE RATE OF EXPANSION OF THIS
INFLUENCE, I.E. THE LIMITS OF THE EFFECT. THE COMPANY HAS ATTEMPTED TO DESCRIBE
IN ITS REPORT THE LIMITS OF EFFECT OF EACH OF THE ESSENTIAL ASPECTS.
The following standards and documents were used in developing the
regulatory procedural framework for the report’s preparation:
•• GRI Sustainability Reporting Guidelines, G4 version
•• AA1000S Standard of reports verification and interaction with stake
holders
•• National Charter of the Russian Business.
•• GOST R ISO 26000:2012 national standard
•• ISO 14001, ISO 9001:2008 and OHSAS 18001:2007 special
standards

6

The Global Reporting Initiative (GRI) is one of the most recognised and
widely used indicators of international standards, structured according
to the triple bottom line principle: a company’s economic, production
ecology and social policy. A recognition of the importance of CSR
and non-financial risk management issues for corporate management
is embodied in the organisation of GRI reporting on sustainable
development. A determination of the importance of the Company’s
subjects and lines of activity therefore plays a key role in the G4 new
generation GRI guidelines applied by Zarubezhneft to its 2013 report.
The new standard recommends that companies, when preparing
reports, focus their attention on the most significant for business
matters.
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G4-20, G4-27

It is also important to note that in the G4 GRI (compared to G3), there
are new and increased requirements for information disclosure in
the corporate management section starting with the members of
the Board of Directors and the number of independent directors, and
ending with the order of remuneration payment.
In accordance with G4, Zarubezhneft informs the general public
and the parties concerned about the membership and powers of its
committees under the Board of Directors related to and responsible
for economic, social and ecological results and about the processes
of defining the qualification and competence of the members of the
highest governing body for working out and implementing the strategy
of sustainable development – as well as about the mission and values,
code of corporate ethics and management procedures and evaluation
of its sustainable development activities.
G4 special standard reporting elements (amended compared to G3)
include 91 indices: 9 economic, 34 ecological and 48 social (of these,
16 concern labour relations, 12 human rights, 11 public interaction
and 9 responsibility for the output of products/services rendered).
Zarubezhneft used a sufficient number of performance indices as
provided for by G4 and its industry appendix for the oil and gas sector
for the selected and applied level of conformity. The Company did
not use or apply the GRI indices which are not public information and
cannot be discovered or applied in principle to our business and which
do not meet Russian oil and gas sector business practices.

Industry standard
elements
of reporting
for the oil and gas
sector

Ethics
and due
diligence

Strategy
and analysis

The G4 general
reporting standard
elements (GRSE)
include eight major
points

Corporate
management
Information about
the report

Essential material
aspects
of the activity
and limits
of its effects

The AccountAbility 1000 (АА1000S) series of standards serve as an
actual format of GRI and other international standards support, define
procedures of interaction with the parties concerned (stakeholders),
work out the social report/report on sustainable development and
establish the principles of their verification and evaluation. The
АА1000SES standard of interaction with companies’ stakeholders
is the key standard in these series. The Company used the main
principles of cooperation and determination of the interests and
requests of stakeholders concerned and plans to further use public
dialogue in the course of elaboration of the subsequent reports for
more formalisation and structuring of this interaction, as well as
increasing its efficiency.
The Company shares the principles and general provisions of
the Social Charter of the Russian business of the Russian Union
of Industrialists and Entrepreneurs, and considered them in the
development of the contents of this report within the framework of
the general process of introduction and realisation of responsible
business practice.
Zarubezhneft views the GOST R ISO 26000:2012 national standard
as one of the main methodological recommendatory standards in
the non-financial sphere. It defines all major directions for social
responsibility according to seven priority areas: organisational
management, human rights, labour practices, environment, bona
fide business practices, mutual relations with consumers, and the
participation in and development of the life of communities.
All subjects included in this standard were reflected in the present
report on sustainable development for 2013, and in future the
Company intends to hold a more detailed self-evaluation within
the framework of this standard for all 36 issues of the standard, in
order to define the additional reserves of its activity in this area. In
addition to the standards of sustainable development and CSR the
company applies, there are also different special standards recognised
globally practice, such as ISO 14001 (ecological management
system), ISO 9001:2008 (quality management system) and
OHSAS 18001:2007 (HSE management system) among others.

Company
profile

Interaction with
the parties
concerned
(stakeholders)
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LEVEL OF APPLICATION OF THE GRI G4
GUIDELINES AND REPORT VERIFICATION

IN ACCORDANCE WITH GRI G4 REQUIREMENTS, ALSO INFORMATION AND INDICES
IN ACCORDANCE WITH THE INDUSTRY GRI APPENDIX FOR OIL AND GAS SECTOR WERE
ALSO INCLUDED IN THE REPORT. THE REPORT WAS GRI-EXAMINED FOR CONFORMITY
WITH G4 STANDARD FOR THE CORE LEVEL.

Zarubezhneft understands that with the total growth of the number
of the general and standard elements of reporting according to
GRI G4 standards, the report on sustainable development itself
should become more compact, qualitative and flexible. It is aimed
at disclosing the most essential elements of our Company’s activity
solely in the area of sustainable development according to the triple
bottom line – taking into account the corresponding justification of
importance of these subjects for the company, stakeholders and the
company’s Group as a whole.

8

G4 changed the levels of information disclosure in reports. Instead
of three “С”, “В” and “А”, only two – the Core and Comprehensive
gradations – were entered. Zarubezhneft prepared the report
corresponding to the requirements for information disclosure as per
Core level, ensuring data provision about approaches in the area of
management (AAM) regarding all essential aspects (subjects), as
well as information disclosure according to the general standard
and specific elements of reporting (GSER and SSER) for all material
subjects of this report.
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THE SUBJECT OF THE PUBLIC EXTERNAL VERIFICATION OF THE REPORT IS THE IMPORTANCE
AND COMPLETENESS OF THE INFORMATION DISCLOSED ABOUT RESULTS OF THE
COMPANY’S ACTIVITY, BASED ON THE PRINCIPLES OF ADVANCED AND RESPONSIBLE
BUSINESS PRACTICE IN ACCORDANCE WITH THE SOCIAL CHARTER OF THE RUIE RUSSIAN
BUSINESS.
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HISTORY
Nearly half a century has passed since the establishment of the Zarubezhneft
foreign economic association. On 30 September 1967, a corresponding Order
of the Council of Ministers of USSR was issued. During this time in our country,
critical economic, political, and ideological changes took place, but the company
and its status remained intact.

At the end of the 1960s, the Soviet government decided to embark
on a programme of integrated economic expansion to the territories of
third world countries, including those relevant to the oil industry. The
USSR then actively fostered relationships with the governments of
developing countries in Asia, Africa and Latin America.
With the participation of Zarubezhneft in such countries as Algeria,
Angola, Afghanistan, Bulgaria, Vietnam, Egypt, India, Iraq, Iran,
Kuwait, Libya, Nigeria, and Syria large oil and gas facilities were
constructed, national oil fields were commissioned, a large scope of
exploration operations and engineering-and-geological studies was
carried out, and programmes for the integrated development of the oil
industry were prepared.
A key event in the Company’s biography was the establishment
in 1981 of Vietsovpetro Joint Venture, on the basis of an
intergovernmental agreement between the USSR and Vietnam, which
has been one of the world’s most economically efficient oil producers
for more than three decades. With the help of Soviet specialists, the
war-devastated Vietnam, having started from zero, managed to create
its own powerful oil industry and to become one of the three largest
oil-producing countries in Southeast Asia.
Following the collapse of the Soviet Union, cooperation in a number
of countries ceased, and, by the year 2000, the only large active
project remained Vietsovpetro JV. Considerable efforts had to be
made in order to restore lost positions in the countries of traditional
presence and to expand geographic reach through the establishment
of cooperation in new regions.

12

On 3 February 2004, President of the Russian Federation V.V. Putin
signed Decree No.137 on the transformation of the State Enterprise
Russian Foreign Economic Association Zarubezhneft into a joint
stock company with 100% shares retained in the federal property.
In accordance with this decree, the assets of RMNTK Nefteotdacha,
VNIIneft and Giprovostokneft sectoral institutes were transferred to
Zarubezhneft, enabling the Company to have its own project base and
innovative assets. On 4 August of the same year, by the Decree of the
President of the Russian Federation V.V. Putin No.1009, Zarubezhneft
was included in the list of strategic enterprises of the Russian
Federation.
In 2006, the presidents of Russia and Vietnam signed a joint
declaration on further cooperation in the area of oil and gas exploration
production, which defined the prospects of joint activities of the two
countries in the oil and gas sphere after 2010. In an elaboration of the
covenants specified in the declaration, the period of JV Vietsovpetro
activity was extended for another 20 years – up to the year 2030 –
and a second Joint Venture with the state corporation Petrovietnam
was established in the territory of Russia that was similar to JV
Vietsovpetro – Joint Company RUSVIETPETRO.
Starting in 2007, the Company began to implement a number of
new oil producing and refining projects in the Balkan region, in Latin
America, and in the north of Russia, and is currently strengthening its
position in Vietnam.
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ZARUBEZHNEFT WAS FOUNDED UNDER THE MINISTRY OF OIL INDUSTRY OF THE USSR
AS AN ALL-UNION FOREIGN ECONOMIC ASSOCIATION FOR RENDERING TECHNICAL
ASSISTANCE IN THE CREATION OF OIL AND OTHER BASIC SECTORS OF ECONOMY
IN COUNTRIES FRIENDLY TO THE SOVIET UNION. AT THE TIME, THE MINISTRY OF OIL
INDUSTRY WAS TASKED WITH DEVELOPING AND DEEPENING FOREIGN ECONOMIC TIES AND
OVERSEEING THE ENTRY OF THE SOVIET OIL SECTOR TO THE INTERNATIONAL MARKET.
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MAJOR AREAS OF ACTIVITY
The Zarubezhneft Group is a diversified state-owned
oil and gas holding with assets and projects in the
following segments:

UPSTREAM

Exploration, development and operation of
onshore and offshore oil and gas fields in
Russia and abroad.

DOWNSTREAM

SERVICES
AND OTHER ASSETS

Design, construction and operation of refining
facilities, tank farms and pipeline systems.

•• Application of the leading domestic
technologies for the development of oil and
gas fields.
•• Development of modern methods for oil
recovery rate enhancement in order to
expand exports of high-tech services.
•• Export/import operations for technological
equipment supplies.
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CONSOLIDATED CORPORATE AND PROJECT STRUCTURE
OF THE ZARUBEZHNEFT GROUP
Upstream

Downstream

Services
and other assets

Exploration

Production
JV Vietsovpetro Block 09-1

Block 04-3

49%

(Exploration works on 04-1,
09-3/12,16-2,42 Blocks)

VRJ Petroleum Co,
Block 09-3

OGIC

49%

95%

Block 12/11

OPTIMA Group

JSC Giprovostokneft

Modrica
Oil Production Plant

JSC VNIIneft

Brod Oil Refinery

Zarubezhneftestroymontazh
Ltd.

100%

50%

100%

Vietnam

75.65%

JC RUSVIETPETRO Ltd.

JSC
Arktikmorneftegazrazvedka

100%
–1 share

60.09%

70.27%

Jadran Naftagaz

51%

34%

79.69%

Bosnia
and Herzegovina

Kharyaga PSC

20%

Nestro Petrol

80%

Boca de Jaruco

100%

Ulyanovskneftegaz Ltd.

99.9%

Bosnia
and Herzegovina

(RMNTK –0.1%),

100%

–1 share
(RMNTK –1 share)

Zarnestservice Ltd.

100%

JSC RMNTK Nefteotdacha

100%

Block L

Orenburgnefteotdacha CJSC

100%

–1 share

100%

Russia

Cuba

Russia
The projects are implemented on a PSCs/Petroleum Contract basis without
establishing a separate legal person
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МARCH

The Souznefteotdacha project was
launched, with the participation of
Zarubezhneft, National Company
KazMunaiGaz and Republican Production
Association Belorusneft. The project
focused on EOR methods application
and production stimulation in the fields of
Russia, Kazakhstan and Belorussia.

JULY

АPRIL

A joint project between Zarubezhneft and
the St Petersburg International Commodity
Exchange was launched, facilitating
open trade in the domestic market of
the Russian Federation for oil produced
by produced by the Zarubezhneft Group
of companies and the organisation of
materials and equipment purchase for
Zarubezhneft’s needs through electronic
trading platform of the exchange.

SEPTEMBER

Zarubezhneft started drilling operations
in Boca de Jaruco field (Cuba) within the
framework of an oil recovery enhancement
project.

Regulations were signed on
transportation and delivery to the
JSC Transneft of oil produced from the
Central-Khoreyver uplift (CKU) (Nenets
Autonomous Region), between Joint
Company RUSVIETPETRO, LUKOILKOMI and the Northern trunk pipelines.
24 April
Zarubezhneft started crude oil trading
in the oil section of the St Petersburg
International Mercantile Exchange
(SPIMEX) after the first transaction was
concluded.

NOVEMBER

4 September
VRJ Joint Russian-Vietnamese-Japanese
company produced its millionth
tonne of oil since the project was first
implemented.

12 November
Within the context of the official visit
of the President of Russia Vladimir
Putin to Vietnam a memorandum on
the development of cooperation with
Joint Company RUSVIETPETRO was
signed.

20 September
VNIIneft celebrated its 70th anniversary.
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JUNE

MAY

14 May
In the course of the official visit to
the Russian Federation of the Prime
Minister of the Socialist Republic of
Vietnam (SRV), Nguyen Tan Dung, a
memorandum of understanding was
signed between Zarubezhneft and
Petrovietnam National Oil and Gas Group.
30 May
In a joint venture of Zarubezhneft and
NIS-Jadran Naftagas, the first oil well
was spudded in the Republic of Srpska.
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JULY

18 June
Joint Company RUSVIETPETRO
produced its 5 millionth tone of oil
since its operations commenced.

With the purpose of improved
efficiency of activities of enterprises
in the downstream segment in the
Republic of Srpska (Brod Refinery,
Modrica Oil Production Plant and
Nestro Petrol fuel stations network)
key changes have been made to
Zarubezhneft’s development strategy
and asset management with a
schedule of activities developed to
optimise the functionality of these
enterprises.

An agreement on cooperation was
signed between Zarubezhneft and
Sberbank of Russia aimed at further
expansion of interaction in the
international market and the increased
efficiency of Zarubezhneft and
Sberbank operating activities, as well
as their subsidiaries abroad.

DECEMBER
9 December
Representatives of the Russian and
Vietnamese governments signed a
protocol to the Russian-Vietnamese
Intergovernmental Agreement of 2010
on further cooperation in the area of oil
and gas exploration and production on
the continental shelf of Vietnam within
the framework of the Joint Venture
Vietsovpetro, which provides for a
possibility to operate gas and gascondensate reservoirs of 09-1 Block
offshore SRV.

14 December
Murmanskaya jack-up rig commenced
drilling operations on Bach Ho field
(Vietnam).

10 December
An agreement was signed between
Zarubezhneft and Petrovietnam for gas
and gas condensate sales from Thien
Ung field (04-3 Block).
10 December
In Vietnam, a ceremony was held
the mark the beginning of Tam
Dao-05 jack-up rig construction for
JV Vietsovpetro.
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MAP OF ACTIVITIES FOR
THE ZARUBEZHNEFT GROUP’S
MAIN PROJECTS
Upstream

Services rendering

Refining

Scientific engineering centeres

KOLGUEV

АMNGR

MOSCOW

VNIIneft
RMNTK Nefteotdacha

NENETS AA

Kharyaga field PSC
JC RUSVIETPETRO

Oil products sales

MURMANSK

JSC АMNGR

UPSTREAM
PRODUCTION
• JV Vietsovpetro Block 09-1
(Exploration works on 04-1, 09-3/12,
16-2,42 Blocks)
• VRJ Petroleum Co, Block 09-3
• JC RUSVIETPETRO Ltd.
• Kharyaga PSC
• Ulyanovskneftegaz Ltd.
• Orenburgnefteotdacha

EXPLORATION
•
•
•
•
•

Block 04-3
Block 12/11
Jadran Naftagaz
Boca de Jaruco
Block L

49%

50%
51%
20%
99.9% (RMNTK –0.1%)
100% – 1 share
(RMNTK – 1 share)

VOLGA REGION

Orenburgnefteotdacha
Ulyanovskneftegaz

49%
100%
34%
100%
100%

DOWNSTREAM
•
•
•
•
•

OGIC
OPTIMA Group
Modrica Oil Production Plant
Brod Oil Refinery
Nestro Petrol

BOSNIA & HERZEGOVINA
95%
100%
75.65%
79.69%
80%

Brod Oil Refinery
Modrica Oil Production Plant
OPTIMA GROUP
Nestro Petrol

REPUBLIC OF CUBA

SAMARA

Giprovostokneft

PSC for Block L
Boca de Jaruco

SRV

SERVICES AND OTHER ASSETS
•
•
•
•
•
•

Zarubezhneftestroymontazh Ltd.
JSC Arktikmorneftegazrazvedka
Zarnestservice Ltd.
JSC RMNTK Nefteotdacha
JSC VNIIneft
JSC Giprovostokneft

JV Vietsovpetro
VRJ Petroleum
Company
Block 04-3

100%
100% – 1 share
100%
100% – 1 share
70.27%, (RMNTK – 38%)
60.09% (RMNTK – 38%)

ON-LINE VERSION
PLEASE SEE AT
WWW.ZARUBEZHNEFT.RU/EN/
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RESULTS OF ACTIVITES IN 2013
EXPLORATION AND PRODUCTION

Current assets and projects portfolio in the segment
Operator

Prospecting
operations

Production

Exploration

EOR methods
application

Projects

Life-cycle phase
Socialist Republic of Vietnam

09-1 Block, oil fields - Bach Ho, Rong, Tho Trang, Gau Trang, Meo Trang
04-1 Block
JV Vietsovpetro (09-1 Block)

04-3 Block, Thien Ung-Mang Cau oil-and-gas-condensate field
09-3/12 Block
12/11 Block

General company for oil and gas exploration
and production (PVEP)

42 Block

09-3 Block VRJ

Unit area of 09-3 and 09-1 Blocks Nam Rong – Doi Moi
Republic of Cuba
Block L

Branch of Zarubezhneft

Boca de Jaruco oil field
Bosnia and Herzegovina, the Republic of Srpska
Posavina Block

Jadran Naftagas JV

Semberija Block
Russian Federation
Block of CKU 1, North Khosedayu oil field
Block of CKU 2, oil fields: Visovoye, Upper Kolva

JC RUSVIETPETRO

Block of CKU 3, oil fields: Western Khosedayu, Sikhoreyskoye,
East-Sikhoreyskoye, North Sikhoreyskoye

Block of CKU 4, oil fields: Surkharatinskoye, North Oshkotynskoye, Puseyskoye,
South Surkharatinskoye, Urernyrdskoye, East Yanemdeyskoye
Kharyaga PSC

Kharyaga oil field
Pashkinskoye oil field

Orenburgnefteotdacha

Kirsanovskoye oil field
Chernovskoye oil field
Ruzhevskoye oil field
Slavkinskoye oil field

Ulyanovskneftegaz

Kondakovskoye oil field
Sulakskoye oil field
Radischevskyi area

Arktikmorneftegazrazvedka
(Kolguev Oil and Gas Production Department)

Peschanoozerskoye oil and gas condensate field
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RESOURCE AND RAW MATERIALS BASE STATUS

Dynamics of volume of the current recoverable reserves
(A+B+C1) of the Zarubezhneft Group considering
participation share, thousand tonnes O.E.

The Zarubezhneft Group of companies conducts oil prospecting,
exploration and development abroad within the framework of
intergovernmental agreements, PSCs, oil and gas contracts and
concessions in the Socialist Republic of Vietnam, the Republic of
Cuba, and Bosnia and Herzegovina.

94,419

2013

The Group owns 16 licences for hydrocarbon prospecting, exploration
and production on 24 fields within 14 subsoil blocks in the territory
of the Russian Federation (a list of the licences is provided in the
attached Appendix).
Zarubezhneft initial geological reserves of hydrocarbons in Russia and
abroad, including shares in categories A+B+C1+C2 as of 01.01.2014, total
561.5 million toe. Herein the increment of geological reserves for 2013 is
10,185 million tonnes.

THE TOTAL ZARUBEZHNEFT CURRENT
RECOVERABLE RESERVES OF
HYDROCARBONS, INCLUDING SHARES
IN CATEGORIES A+B+C1+C2 AS OF
01.01.2014, ARE ESTIMATED AT 124.273
MILLION TOE. THE VOLUME OF TOTAL
RECOVERABLE RESERVES, INCLUDING
THE COMPANY’S SHARE IN CATEGORIES
A+B+C1 AT THE BEGINNING OF 2014, IS
94.419 MILLION TOE.

2012

94,781

2011

94,683
87,646

2010

90,771

2009

Structure of reserves as at 31.12.2013

2%
2%

7%

1%
4%

11%

JC RVP

8%

As a result, the Zarubezhneft Group has a balanced portfolio of assets of
the search blocks and fields that allows it to steadily invest in exploration
and development of the new fields while the Company’s financial stability.

JV VSP

2%

Cuba

45%

Khargyaga PSC
Other:

Kolguev

Ulyanovskneftegas

Orenburgnefteotdacha

29%

Block 04-3
Block 09-3

In the structure of reserves, including shares as of 31.12.2013, 45% are
reserves of RUSVIETPETRO JC. The major recoverable reserves are
located in the North Khosedayuskoye and West Khosedayuskoye fields.
The share of Vietsovpetro JV is 29%, with the major recoverable reserves
concentrated in the Bach Ho and Rong fields.
In connection with the Company’s new stage of development and
interaction with many Russian and foreign partners, the state of its
raw materials base requires a wider range of operation and appropriate
confirmation. These requirements are based on compliance with the best
international practices of effective oil companies.
The development strategy of Zarubezhneft until 2030 and the
Zarubezhneft roadmap for privatization provide an annual independent
audit of hydrocarbon reserves according to the PRMS and SEC
international standards on a regular basis.

The indicators of the Company that determine
its investment and market attractiveness are based
on the results of the audit
•• Fair market value;
•• Capitalisation.
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EXPLORATION OPERATIONS
With the purpose of expanding our resource base in order to ensure
further sustainable growth of production in the mid- and long term,
undertaking exploration operations and expanding the hydrocarbons
resource base is a strategic goal for our company.

Project, Operator

Area

In 2013, the Zarubezhneft Group was primarily focused on
the determination of methods to maximise the involvement of
hydrocarbon reserves in development, increasing the efficiency
of work with a depleted resource base; the application of new
technologies, and leveraging the effects of innovation programs.

Legal form and participation share

Results of the Project in 2013

Socialist Republic of Vietnam
09-1 Block
JV Vietsovpetro

Offshore

Intergovernmental agreement between
Petrovietnam (51%) and Zarubezhneft (49%).

Exploration wells are drilled at the fields: Bach
Ho, Tho Trang, Rong. Oil reserves growth
obtained at Bach Ho, Rong fields.

09-3/12 Block
JV Vietsovpetro

Offshore

Petroleum Contract of JV Vietsovpetro (55%),
PVEP (30%), Bitexco (15%)

3D seismic surveys processing and interpretation
completed; preparing for drilling operations.

04-1 Block
JV Vietsovpetro

Offshore

Petroleum Contract of JV Vietsovpetro (100%)
At prospecting and exploration stage

3D seismic survey materials processing and
interpretation undertaken.

04-3 Block
JV Vietsovpetro

Offshore

Petroleum Contract between Petrovietnam (51%) Exploration well drilled in Bocau structure.
and Zarubezhneft (49%)
Commercial oil and gas deposits not discovered.

12-11 Block
JV Vietsovpetro

Offshore

Petroleum Contract of Zarubezhneft (100%)
at exploration stage

3D Seismic survey completed under BroadSeis
technology in full (1 271 km2).

42 Block
JV Vietsovpetro

Offshore

Petroleum Contract between PVEP (51%) and
JV Vietsovpetro (49%)

3D Seismic survey completed in full (513 km2)

Republic of Cuba
Block L,
Branch of Zarubezhneft

Offshore

PSC between Zarubezhneft (100% at exploration
stage) and CUPET

Drilling of the exploration well in Almedina
structure. The well has been temporarily
abandoned.

Boca de Jaruco,
Branch of Zarubezhneft

Onshore

PSC between JSC Zarubezhneft and CUPET

Producing wells drilling was started to reach E
formation. Core analyses (from M formation).
were carried out.

Bosnia and Herzegovina, the Republic of Srpska
Posavina and Semberija
Blocks. Przhdol sub-basin.
Concession of JadranNaftagas d.o.o.

Offshore

Two exploration wells drilled. Start of well tests.
Subsidiary of Zarubezhneft – NeftegazInKor JSC –
2D seismic survey completed in full (400 line
34%, NIS a.d. Novi Sad, – 66%
kms).
Russian Federation

Block CKU No3
JC RUSVIETPETRO

Offshore

22

License of Zarubezhneft (51%) and Petrovietnam Two exploration wells drilled in the West
(49%)
Khosedayu field. Oil reserves growth obtained.
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As of 1 January 2014, the oil, gas and condensate reserves of 19
fields under development are on the books of Zarubezhneft: Bach Ho,
Rong, Nam Rong-Doi Moi, Gau Trang, Tho Trang, Boca de Jaruco,
North Khosedayu, Visovoye, West Khosedayu, Urernyrdskoye,
Pashkinskoye, Kirsanovskoye, Chernovskoye, Kondakovskoye,

3D seismic surveys, km2

2012

2009

Meterage of exploration drilling
for the companies and projects
of the companies group, thousand m

400

2013

1,973

1,467

1,669
1,342

312

2011
2010

28.3

2012

38.3

2011

—

39.7

2010

1,017

2009

2009

17.8
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30.3

2013

2012

520

2011
2010

Ruzhevskoye, Slavkinskoye, Sulakskoye, Peschanoozerskoye,
Kharyaga and 11 fields being explored: Meo Trang, Thien UngMang Cau, Upper Kolva, Sikhoreyskoye, East Sikhoreyskoye, North
Sikhoreyskoye, North Oshkotynskoye, Surkharatinskoye, Puseyskoye,
South Surkharatinskoye, and East Yanemdeyskoye.

2D seismic surveys, km2

1,271

2013
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OIL PRODUCTION
In 2013, the Company continued active development of its Oil and
Gas Production Segment, focusing its efforts both on maintaining a
sustainable level of hydrocarbon production from the main fields of
the Joint Venture Vietsovpetro, which are at the late stage of their
development (Bach Ho, Rong) and enhancement of production from
fields recently brought into development by the Joint Company
RUSVIETPETRO (West-Khosedayu, Visovoye fields).

Due to geological and technological and organisational and technical
activities carried out within the framework of investment project
implementation for new oil well commissioning, well workover
operations and the optimisation of well equipment operation, gross
oil production has grown by 344 thousand tonnes of o.e. (+3.4%)
compared to 2012.

Gross hydrocarbon production by the Zarubezhneft Group,
thousand tonnes of O.E.

Gross oil production by the Zarubezhneft Group
(considering their shares), thousand tonnes

10,349

2013

10,005

2012

2009

Production considering ZN’s
share, thousand tonnes

7,656

3,483

2009

Dynamics of production share by companies
of the segment

Actual 2013

JV VSP

2,994

2,727

JC RVP

1,066

1,426

307

311

VRJ

75

60

2011

Оrenburgnefteotdacha

73

74

2010

Ulyanovskneftegaz

23

23

Peschanoozerskoye field

22

19

4,560

4,640

TOTAL

3,684

2010

Actual 2012

Kharyaga PSC

4,365

2011

8,238

2010

4,560

2012

9,587

2011

4,640

2013

2013
2012

56%

44%

67%

33%

74%
79%
85%

2009

26%
21%
15%

Territory of other states
Territory of Russia

THE MAJOR PRODUCING ASSET IN BOTH THE SEGMENT’S STRUCTURE AND THE COMPANY
IS JV VIETSOVPETRO. PRODUCTION GROWTH IN JC RUSVIETPETRO GREW FROM 23%
IN 2012 TO 28% IN 2013 THANKS TO AN ACTIVE DEVELOPMENT AT THE WEST KHOSEDAYU
FIELD (THE LARGEST FIELD BY RESERVES).
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THE SOCIALIST REPUBLIC OF VIETNAM
Block 09-1 – JV VIETSOVPETRO

Ownership structure

Development of 09-1 Block is carried out in accordance with the new
intergovernmental agreement dated 27 December 2010 (its validity
was extended for 20 years, to 31 December 2030, inclusive).
The unique Bach Ho and Rong fields being developed by
JV Vietsovpetro are 150 km from the shore on the shelf of the south
of Vietnam. 13 fixed offshore platforms, 22 well-head platforms
(WHPs), 2 process platforms, 3 compressor stations and reservoir
pressure maintenance (RPM) platforms have been built in them.

51%

49 %
Zarubezhneft JSC

A united LP gas gathering system ensures successful execution of
the entire process for gas gathering and transportation to the shore,
gaslift gas treatment and its use for artificial oil lift method in the fields
of JV Vietsovpetro, and also allows up to 97% of the gas produced to
be utilised.

Petrovietnam NOGG

Location

In the JV, one of the best shore bases in Southeast Asia has been
created for construction and installation offshore of the process and
satellite platforms for wells drilling and oil & gas production. The
JV has 4 jack-up rigs, a fleet of more than 20 units, including derrick
barges, fire-fighting, diving and supply vessels, and four floating
storage and offloading units (FSOs).
JV Vietsovpetro is an operator of the realised projects with the direct
participation of Zarubezhneft, and is carrying out numerous service
operations. Gas gathering, treatment, transportation to the shore as
well as gaslift gas treatment for artificial oil lift methods are all carried
out in the fields of the block.

Ho Chi Minh

09-1 BLOCK

ACTUAL OIL PRODUCTION FROM THE BLOCK AMOUNTED TO 5,566 THOUSAND TONNES.
BY LIFTING METHODS THE PERCENTAGE OF THE TOTAL OIL PRODUCED IS AS FOLLOWS:
BY FREE-FLOW PRODUCTION METHOD – 34.8%, BY ARTIFICIAL LIFT METHOD – 65.2%.

Production volume, thousand tonnes

2013
2012

5,566
6,110

Prоduction drilling meterage,
thousand m
96.7

2013

99.8

2012

2011

6,400

2011

2010

6,402

2010

2009

6,500

2009

Capital investments, million USD

55.9
32.1
38.5

2013

698

2012

726

2011
2010
2009

590
512
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09-3 Block – VRJ Petroleum Company

Ownership structure

The works in 09-3 Block are carried out in accordance with the
Petroleum Contract for 09-3 Block Oil Reserves Development
Offshore SRV, dated 19.01.2002, and the Nam Rong-Doi Moi field
Joint Development Agreement on (JDA) dated 26.06.2009. In
accordance with JDA conditions, participation share and production
allocation from the 09-1 and 09-3 blocks in development of the Unit
Area of NR-DM is 50% and 50%, accordingly.

15 %

50 %

In 2010, the Unit Area of 09-3 and 09-1 Blocks of Nam-Rong–Doi Moi
field was commissioned.

Zarubezhneft JSC

35%

PVEP

Idemitsu O&G Co

Location

IN 2014, IN NR-DM FIELD, THERE
ARE PLANS TO DRILL TWO WELLS
AND TWO SIDE-TRACKS. THESE
OPERATIONS WILL ALLOW A 15%
INCREASE IN OIL PRODUCTION VOLUMES
COMPARED TO 2013.

09-3 BLOCK

THE ACTUAL OIL
PRODUCTION OF THE
BLOCK HAS NOW REACHED

536.3

Ho Chi Minh

THOUSAND TONNES

Production volume, thousand tonnes

119.5

2013

149.3

2012

145.2

2011

122.3

2010
2009

—

Production drilling meterage,
thousand m
8.4

2013

2013

8.9

2012

2011

9.1

2011

86

2010

86

19.8

2010

3.9

2009
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04-3 Block
04-3 Block within the bounds of which Thien Ung-Mang Cau is
located is situated in the northern part of Southern NamConSon, deep
in the southern shelf of SRV, 280 km S-E of Vungtau.
On June 26, 2009 based on commercial discovery, Petroleum
Contract No20-290/09 was signed between Petrovietnam and
Contractor – Petrovietnam and Zarubezhneft in relation to 04-3 Block,
off the shore of the Socialist Republic of Vietnam.

Ownership structure

51 %

49 %
Zarubezhneft JSC

In August 2013, drilling of the second obligatory well in Bo Cau
was completed, and minimal work obligations for Phase 1 and 2 of
prospecting and exploration period were fulfilled.
In October 2013, Zarubezhneft approved the report “Revised
additional options of Thien Ung-Mang Cau field development
considering a NCS-2 gas pipeline hook-up to the Bach Ho field process
structure”.

IN DECEMBER 2013, A SALES
AGREEMENT WAS SIGNED FOR
THIEN UNG FIELD GAS BETWEEN
PETROVIETNAM AND CONTRACTOR –
PETROVIETNAM AND ZARUBEZHNEFT.
AN MCM WORK PROGRAMME AND
BUDGET FOR 2014 WERE APPROVED AS
PER THE EARLY PRODUCTION PROGRAM
(EPP) FROM THIEN UNG FIELD 2013,
AND APPROVED IN THE MINISTRY
FOR INDUSTRY AND TRADE OF SRV,
BASED ON WHICH FURTHER BLOCK
DEVELOPMENT IS CONTINUED.

Petrovietnam NOGG

Location

04-3 BLOCK
Ho Chi Minh
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REPUBLIC OF CUBA
Block L
Zarubezhneft is conducting its activities in the Block L of the
continental shelf in the Republic of Cuba in accordance with the
Agreement of International Economic Association No696, dated
3 November 2009. The duration of the agreement is 25 years. Return
on investments of Zarubezhneft was provided for by PSC terms.

Ownership structure

THE PETROLEUM POTENTIAL OF THE
BLOCK IS CONNECTED WITH CARBONATE
JURASSIC AND CRETACEOUS DEPOSITS.

Location

In 2013, in Almedina structure located within Block L, the L-01Х
vertical exploratory well was drilled, and Eocene-Miocene deposits
and Upper Cretaceous rocks were penetrated. As a result of
exploration operations, a large scope of geological data was obtained,
however the drilling process itself was accompanied by complications
of a geological and technical nature connected with a full drilling mud
loss. Therefore, upon agreement with Cuban State Oil Company
Cubapetroleo, drilling was suspended at a depth of 1,804 m.

WITH THE PURPOSE OF STUDYING
AND WORKING OUT PROPOSALS
ON FUTURE OPERATIONS IN BLOCK
L, A JOINT WORKING GROUP WITH
CUBAPETROLEO WAS ESTABLISHED
AT THE START OF 2014.
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Zarubezhneft JSC

100%

In 2011, 2D seismic operations were carried in the volume of
300 line km and 3D seismic operations – 1,973 km2.

BLOCK L
Havana

Exlploration drilling meterage, thousand m
0.86

2013

0.95

2012
2011

—

2010

—

2009

—
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Boca de Jaruco
As per the Agreement of International Economic Association №228
dated 24 June 2011, JSC Zarubezhneft is conducting activities on
applying EOR methods at Boca de Jaruco field. The duration of the
agreement is 25 years. Return on investment of Zarubezhneft was
provided for by PSC terms.

Ownership structure

100%

In accordance with the approved programme to conduct pilot works
for testing thermal methods of E1 Formation stimulation in Boca de
Jaruco field, drilling of three producing steam injection wells is being
carried out (BJ-2001, BJ-2002, BJ-2003) in E1 Formation.
In 2013, the Pilot Area Development Project was expanded, with
the BJ-2001 Well Drilling Programme and design and estimate
documentation for general contractor agreement was signed with
ERIELL Oilfield Services B.V. for the drilling and completion of six
producing steam injection wells More than 20 associated auxiliary
agreements were also concluded.

Zarubezhneft JSC

Location

BOCA DE JARUCO
Havana

IN THE PERIOD FROM AUGUST
TO DECEMBER 2013, THE BJ-2001 FIRST
WELL WAS DRILLED (OF 1950M DEPTH
ALONG THE WELL HOLE) AND BJ-2002
SECOND WELL DRILLING STARTED, WITH
A VIEW TO COMPLETION IN MARCH
2014. SPUDDING AT BJ-2003 WELL WAS
PLANNED FOR APRIL 2014.

Exlploration drilling meterage, thousand m
2.1

2013
2012

—

2011

—

2010

—

2009

—

29

contents
previous chapter

next chapter

STATEMENT FROM
THE GENERAL
DIRECTOR

ABOUT
THE REPORT

COMPANY
PROFILE

STRATEGY OF
SUSTAINABLE
DEVELOPMENT

CORPORATE
MANAGEMENT

INNOVATIONAL
DEVELOPMENT

INTERACTION
WITH STAKEHOLDERS

BOSNIA AND HERZEGOVINA
JV JADRAN NAFTAGAS

JADRAN NAFTAGAS D.О.О. WAS
ESTABLISHED ON 14.12.2010
IN THE REPUBLIC OF SRPSKA BY NIS
A.D. NOVI SAD (66%) AND OGIC (34%)
WITH THE PURPOSE OF OIL AND GAS
EXPLORATION AND PRODUCTION
IN REPUBLIC OF SRPSKA.

Ownership structure

34 %
OGIC (subsidiary
of JSC Zarubezhneft)
NIS (subsidiary
of Gazprom Neft )

Location
License obligations under
concession

Scope of works

Actual status

Reprocessing of seismic survey
data and project works

2,000 line km

Completed

2D seismic operations

2,100 line km

Completed

3D seismic operations

200 km2

Exploration wells drilling to the
depth of up to 3500 m

5

2

Deactivation of old abandoned
exploration wells

2

2

JADRAN NAFTAGAS D.О.О.

Sarajevo

Concession Agreement for hydrocarbons exploration and operation
in the territory of the Republic of Srpska №05.01/31-1114/11 dated
26.09.2011.
In accordance with obligations under the concession of Jadran
Naftagas d.o.o., the following works have been carried out:
••
••
••
••
••

Reprocessing of seismic data (2,000 line km);
Exploration wells engineering;
2D seismic operations (2,100 line km);
Deactivation of 2 old abandoned exploration wells;
Drilling of 2 exploration wells.
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RUSSIAN FEDERATION
JC RUSVIETPETRO

Ownership structure

The major Russian asset of the company – the production of
hydrocarbons – is effected within 4 blocks of the Central Khoreyver
Uplift in the Nenets Autonomous Area.

IN 2013, RUSVIETPETRO INCREASED ITS
PRODUCTION INDEX BY 34% COMPARED
TO THE YEAR 2012. OIL PRODUCTION
GROWTH RESULTED FROM ACTIVE
DRILLING IN THE MOST PROLIFIC FIELD,
WEST KHOSEDAYU.

51%

49 %

Zarubezhneft JSC

Petrovietnam NOGG

Location

All of the project solutions of the Joint Company RUSVIETPETRO
have been aimed at the maximum use of the associated petroleum
gas for electricity generation for in-house needs. The trial run of
Energy Centre No 2, based on two gas turbine units, allowed the
Company to increase the level of associated petroleum gas use by up
to 30%.

JC RUSVIETPETRO

RECOVERABLE RESERVES
GROWTH FOR THE YEAR
2013 AMOUNTED TO

2,078

Naryan-Mar

THOUSAND TONNES

Production volume, thousand tonnes

2,796

2013

2,091

2012

1,513

2011

Production drilling meterage,
thousand m
165.6

2013

134.6

2012

84.0

2011

2010

230

2010

2009

4

2009

Capital investments, million roubles

57.2
18.6

16,152

2012

13,979

2011

18,490

2010
2009

6,361
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KHARYAGA PSA
The result of the work done was a signing of documents in accordance
with conditions of which the date of completion of construction and
installation jobs in relation to all process and engineering systems at
CPF required for a full processing, utilization and export of the natural
gas produced and cessation of gas flaring is 18.12.2014.

ZARUBEZHNEFT ENTERED THE PROJECT
OF KHARYAGA PSC ON 01.01.2010,
WITH A 20% PARTICIPATION SHARE.
THE PROJECT’S OPERATOR IS TOTAL
E&P RUSSIE (40%). PARTICIPANTS IN
KHARYAGA PSC ARE STATOIL SVERIGE
A.B. (30%) AND NENETS PETROLEUM
COMPANY JSC (10%).

Production volumes in 2013 for Kharyaga PSC totalled 1,555.9 thousand
tonnes. There are 21 active wells, the depletion of recoverable reserves is
25%, and current production water-cut is 45%.

In 2013, work began on strengthening the position of the Russian
participants within the framework of Kharyaga PSC project
implementation. The consolidation of shares with Nenets Petroleum
Company (by means of a commission agreement concluded between
Zarubezhneft and Nenets Petroleum Company) enabled Zarubezhneft
to enter the Joint Committee of Kharyaga PSC in one of the seats
belonging to the operator for a joint representation of the interests of
the Russian participants.

WITHIN THE REPORTING PERIOD
AT KHARYAGA FIELD HSE MANAGEMENT
OPERATIONS, OIL AND GAS BLOWOUTS,
FIRE AND INDUSTRIAL INJURIES
PREVENTION AT THE FACILITIES
AND EMPLOYEE LABOUR CONDITIONS
IMPROVEMENT WORKS IN ACCORDANCE
WITH THE STANDARDS ADOPTED
IN THE OIL INDUSTRY OF THE RUSSIAN
FEDERATION (RF) HAVE BEEN
CARRIED OUT.

In accordance with the Annual Programme and Budget for 2013,
works on oil and associated gas, production well drilling, workover
jobs, and the construction of infrastructure, field facilities and other
activities were implemented. During 2013, three wells (i.e. Р-2086,
Р-2088, I-2072) were drilled.
In December 2013, the Joint Committee of Kharyaga PSC approved
Addendum No2 to the plan of development of the target formations
of the Contract Area dated 2005. In that, the document current status
of the development and the scheme of comprehensive (integrated)
development of production formations, as well as the main areas of
investor activity in the long-term period up to the expiry of the PSC
have been determined.
One of the most important tasks in 2013 was to solve the issue of
associated petroleum gas flaring in accordance with the Decree of the
Government of RF, for which it is required to upgrade CPF that will
allow for the increase of associated gas utilisation in the future (from
26% to 95%).

Production drilling meterage, thousand m
1,556

2013

1,537

2012

1,431

2011

1,394

2010

1,070

2009

32

contents
previous chapter

next chapter

HR POLICY

OCCUPATIONAL HEALTH, INDUSTRIAL
SAFETY AND ENVIRONMENTAL
PROTECTION MANAGEMENT

ETHICS
AND DUE DILIGENCE

ZARUBEZHNEFT |
2013 SUSTAINABLE DEVELOPMENT REPORT

APPENDIX

Ownership structure

KHARYAGA PSC PROJECT HAS GOOD
DEVELOPMENT AND FORMATION
PROSPECTS FOR THE NEXT TWO
DECADES.

10%

20%
Zarubezhneft JSC
Total

Statoil

30 %

NPC

40%

Location

KHARYAGA PSC

Naryan-Mar

EXTENT OF PRODUCTION
GROWTH

19.0

THOUSAND TONNES

Production drilling meterage, thousand m

Capital investments, million roubles

11.5

2013

3.7

2012

173

2012

26.7

2011

251

2011

22.0

2010
2009

553

2013

186

2010

—

2009

—
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ULYANOVSKNEFTEGAZ ( UNG )

OIL-PRODUCING ASSET LOCATED
IN THE NEAR VOLGA UPLAND OF THE
CENTRAL RUSSIA. THE DEPLETION
OF FORMATIONS TO BE DEVELOPED
FOR UNG LTD. IS BETWEEN 1% AND 4%
IN KONDAKOVSKOYE AND SULAKSKOYE
FIELDS AND BETWEEN 27% AND 71%
IN SLAVKINSKOYE AND RUZHEVSKOYE
FIELDS, WITH AN AVERAGE OIL WATERCUT OF UP TO 40%.

Location

ULYANOVSKNEFTEGAZ

Orenburg

Sustainable oil production levels are due to a decrease in oil losses
resulting from the commissioning of a power line and optimisation
measures at the Kondakovskoye and Sulakskoye fields.

Ownership structure

Zarubezhneft JSC

100%

Production volume, thousand tonnes

Production drilling meterage,
thousand m

2013

23

2013

2012

23

2012

2011
2010
2009

15
14
15
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Capital investments, million roubles

—
1.3

52

2012

2011

—

2011

2010

—

2010

2009

—

2009
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ORENBURGNEFTEOTDACHA
Orenburgnefteotdacha was established by a resolution of the founders
based on the agreement of the company’s establishment dated
10.3.1999. It is an oil-producing asset located in the Near Volga Upland
of Central Russia.

Ownership structure

The purpose of the company’s foundation was to carry out works for
rational field development, oil production and sales in accordance with
the licence terms for subsoil use at the Kirsanovskoye, Pashkinskoye
and Chernovskoye fields, conducting industrial tests and the
introduction of new oil production stimulation and EOR technologies.
Licences are valid up to 31 May 2033.

Zarubezhneft JSC

100%

Location

ONE OF THE MOST IMPORTANT TASKS
OF THE COMPANY IN 2013 WAS THE
CONTINUATION OF WORK TO IMPROVE
THE OPERATION EFFICIENCY OF THE
CURRENT DECLINING WELL STOCK.
THERE AS A POSITIVE OUTCOME FROM
THE GEOLOGICAL AND TECHNICAL
ACTIONS HELD IN PASHKINSKOYE
FIELD (THE INTRODUCTION OF
EQUIPMENT FOR SIMULTANEOUS AND
SEPARATE FORMATIONS OPERATIONS).
INCREMENTAL OIL PRODUCTION
BASED ON THIS EQUIPMENT TOTALED
1,781 TONNES.

Production volume, thousand tonnes
74

2013

2012

73

2012

59
48

2010
2009

37

Orenburg

Production drilling meterage,
thousand m

2013

2011

ORENBURGNEFTEOTDACHA

Capital investments, million roubles

—

2013

4
5

2011

2010

5

2010

—

2009

152
11
2
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KOLGUEV OIL AND GAS PRODUCTION DEPARTMENT
This asset is located in the northwest part of Timan-Pechora province
in Kolguev Island, in the territory of the Nenets Autonomous Area of
the Arkhangelsk region, 200 km from Naryan-Mar.

Ownership structure

The company is producing oil from the central block and the
eastern part of the western block of Peschanoozerskoye field. As of
01.01.2014, 36% of approved recoverable reserves are recovered;
the average oil well rate is 1.7 tonnes per day, and there are 33
active producing wells, with 90% of the active well stock operated in
periodic mode.

Zarubezhneft JSC

100%

Location

AS OF 01.01.2014, 36% OF
APPROVED RECOVERABLE RESERVES
ARE RECOVERED; THE AVERAGE OIL
WELL RATE IS 1.7 TONNES PER DAY,
AND THERE ARE 33 ACTIVE PRODUCING
WELLS, WITH 90% OF THE ACTIVE WELL
STOCK OPERATED IN PERIODIC MODE.

Production volume, thousand tonnes
2013
2012

OGPD KOLGUEV

Naryan-Mar

Capital investments, million roubles

19
22
24

2011

36

2012

—

2010

30

2009

1

43

2011

28

2010

2013

9
44

2009
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DOWNSTREAM

Zarubezhneft’s project for the reconstruction and upgrading of enterprises of its
Downstream segment in Bosnia and Herzegovina was started on February 2,
2007 after the signing of an agreement with the Government of the Republic of
Srpska (Bosnia and Herzegovina [BiH] State) on the purchase of the Brod Oil
Refinery, Modrica Oil Production Plant and retail network of Nestro Petrol that
comprised 79 fuel stations at the time of purchase.

The following enterprises are included in the segment:
Company’s name

Year of
establishment

Year of entering
the project

Location

Major lines of activity

OPTIMA Group Ltd.

2008

2008

BiH, Banja Luka

Oil purchases, wholesale and small wholesale
trade of oil products in domestic and export
markets

Brod Refinery

1968

2007

BiH, Brod

Refining, oil products production

79.69%

Modrica Oil Production
Plant

1957

2007

BiH, Modrica

Base oils and paraffin production, motor oils
and lubes production and sales

75.65%

Nestro Petrol

1945

2007

BiH, Banja Luka
(head office)

Wholesale trade of oil products and associated
goods

80.00%

OGIC

2002

2007

Russian Federation,
Moscow

Major loan debtor for the Project’s
implementation, controlling shareholder of BiH
enterprises

95.00%

100.00%
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BROD OIL REFINERY

REFINING THROUGHPUT IN 2013
CORRESPONDS TO THE LEVEL OF THE
PREVIOUS YEAR.

REFINERY YIELD COMPARED TO THE
PREVIOUS PERIOD HAS BEEN INCREASED
IN REAL TERMS BY 3.4%, WHILE
FUEL AND LOSSES VALUE HAS BEEN
DECREASED BY 1.1%.
38

Brod Refinery is the main production asset of the segment. Brod
Refinery is the only refinery in BiH’s territory.
Products produced by the Refinery include the following types of oil
products:
••
••
••
••
••
••
••

Motor gasoline
Diesel fuel
Bitumen
Fuel oil
Heating oil
Liquefied gas
Raw materials for base oils and paraffin production.
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In 2013, the company was actively engaged in activities aimed at
business improvement.

A programme of the Brod Refinery further development provides for
realisation of the following activities:

Within the framework of investment programme implementation in
the reporting period, the following projects of improvement have been
realised and the following facilities have been commissioned:

•• Construction of a new boiler house with the purpose of satisfying
the requirements of the units and off-site utilities with MP and
LP steam, reducing the costs of fuel, electrical energy, harmful

•• Bitumen cooling and packaging unit (expanding bitumen sales
market due to cooling and packing in big bags);
•• Reformate splitter unit that allowed to produce Euro-5 gasoline;
•• Oil quality measurement unit (record of oil supplies at refinery);
•• Additional equipping of sulphur production unit with pastillisation
unit (enabling sulphur shipment over long distances);
•• Reconstruction of MTBE, diesel fuel, oil discharge berth (speeding
up of initial product and oil-products shipment);
•• Upgrading of condensate return from tank farm system (steam and
water saving);
•• Upgrading of tracing steam system of 31, 32, 35 sections (water
steam saving);
•• Meteorological station (fulfilling of ecological requirements);
•• Upgrading of the network water heating system (heat and steam
saving).

Refining throughput, thousand tonnes

substance emissions into the atmosphere;
•• Reconstruction of the vacuum creating system of CDU in order to
decrease steam consumption, prevent hydrocarbons entering into
the atmosphere and industrial sewage system;
•• Upgrading of Switchgear-6kV and Switchgear-0,4kV of P-20
substation in order to ensure reliability of refinery power supply and
replace worn-out and obsolete equipment;
•• Transferring trunk pipeline heating to electrical heating in order
to decrease steam consumption and routine repair costs, with
automation of the heating process;
•• Gasification of Brod Refinery in order to improve environmental
situation and fulfill EU environmental standards requirements
regarding sulphur oxides emissions.

Refinery yield, %

2013

1,025

2013

2012

1,022

2012

1,148

2011

30.6

2011

11.5

24.9

2010

13.3

2009

20.7

2012

12.0

2010

19.8

2013

12.4

2011

61.5

Investments, Million Euro
11.3

2012

71.1

2009

Losses and in-house needs, %
2013

77.8

2010

987

2009

80.6

2011

1,080

2010

84.0

40.5

2009
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MODRICA OIL PRODUCTION PLANT

MODRICA OIL PRODUCTION PLANT IS THE ONLY PLANT FOR OIL AND LUBRICANT
PRODUCTION IN BIH’S TERRITORY. IT OCCUPIES THE THIRD PLACE IN EUROPE IN TERMS
OF CAPACITY AMONG PLANTS FOR THIRD OIL GROUP PRODUCTION.
The range of the oil refinery’s products is over 220 items. At present,
Modrica Oil Production Plant is producing the following types of products:
••
••
••
••
••
••
••

Base oils;
Paraffin;
Lubricants and liquids for motor vehicle equipment;
Lubricants and liquids for industrial units;
Motor oils for gasoline and diesel engines;
Industrial oils and liquids for metal working;
Lubricant greases.

The dynamics of the structure of motor oil and lubricant sales show
preservation of the general selling policy of these products within the
period concerned – 60% of the total volume the plant sells in BiH’s
market and 40% of the products are sold in foreign countries (Serbia,
Kosovo, Montenegro, Macedonia, Croatia, Slovenia).

Modrica Oil Production Plant’s products are certified by major motor
vehicle and industrial machinery producers (Audi, Volkswagen, BMW,
Daimler-Chrysler, Opel, Scania, Volvo, MAN, Caterpillar, John Deere
etc.), and also by Hyundai and KIA Motors, South Korean companies
actively working in the European market who essentially increase its
product competitiveness.

40

The change in production volume and motor oil and lubricant sales in
2013 in relation to the previous period is caused by a change in the
structure of production in connection with the centralisation of the oils
sales function in tanks in Optima Grupa.

In 2013, the company implemented an investment programme
aimed at supporting the working capacity of existing production and
increasing production activity efficiency by upgrading and automating
production, leading to a cost reduction for motor oil and lubricant
production.
A major investment project is the construction of a new oil mixing
complex with a design capacity of 40,000 tonnes per year.
Commissioning of the facility is scheduled for 2014.
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Implementation of technical and organisational measures at the
refinery resulted in a reduction of the specific parameters of
resources consumption, including: fuel oil by 53%, electric power by
33.6%, and water, by 64.5%.
The direction of Modrica Oil Production Plants’ development in the
near future includes further optimisation of production operation
and the implementation of marketing activities aimed at promoting
the refinery’s products in the markets of the former republics of
Yugoslavia. The synergistic effect from sales centralisation in the
Optima Group will also be leveraged.

IN 2013, LUBE DISTILLATE THROUGHPUT
EXCEEDED LAST YEAR’S LEVEL BY 9.4%.
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IN BIH’S OIL AND LUBRICANT MARKET,
MODRICA OIL PRODUCTION PLANT’S
PRODUCTS HAVE A 35% SHARE.

Motor oils and lubricants sales, thousand tonnes
2013

10.7

2012

9.9

2011
2010
2009

0.8

11.5
19.3

9.4

7.5

14.0

6.5

7.9

6.0

7.3

2.9

13.9

10.2

Packed products

Products in tanks

Oil distillate refining, thousand tonnes

Share of sales of motor oils in domestic market, %
70

2013

64

2012

86

2011

55

2010

23

2009

65%

2013

35%

2012

68%

32%

2011

67%

33%

2010

70%

30%

2009

69%

31%

Other sellers

Modrica Oil Production Plant

Structure of motor oils sales by markets, %

Investments, million Euro

2013

60%

40%

2013

2012

59%

41%

2012

2011

58%

42%

2011

2010

57%

43%

2010

2009

58%

42%

2009

3.2
8.0
2.5
0.6
2.2

Domestic market
Export
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OPTIMA GROUP

Share of oil products sales in domestic market
as of 31.12.2013

55.5%

BASED ON THE RESULTS
OF COMMERCIAL ACTIVITY IN 2013,
THE SHARE OF REFINERY PRODUCTS
REALISED BY OPTIMA GROUP IN THE
BOSNIA AND HERZEGOVINA MARKET
AMOUNTED TO 44.5%.

44.5%
Optima Group
Other sellers
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Optima Group is engaged in the wholesale distribution of Brod
Refinery’s oil products and Modrica Oil Production Plant’s base oils
and paraffin.
In 2013, the company continued with the realisation of its selling policy
for oil products aimed at increasing the share of small and medium
buyers, thereby increasing the sales margin of Optima Group thanks to
the profits of large distributors.

THE STRUCTURE OF OIL PRODUCT
REALISATION IN SALES MARKETS IN 2013
SHOWS A SMALL INCREASE IN SALES
SHARE IN THE DOMESTIC MARKET (74%)
AGAINST THE PREVIOUS PERIOD (73%).

Oil products wholesale trade, thousand tonnes

848

2012

The Company’s key short-term goals are the following:
•• Increasing sales volumes on the most marginal domestic markets,
•• Increasing sales share to end buyers
•• Developing new sales channels for dark oil products (reduction of
distributors’ share, entering new regional markets, exploring the

potential of the packed bitumen and vacuum gasoil),
•• Developing the logistics for and creation of loading stations in
the Federation of Bosnia and Herzegovina, with evaluation of the
terminal’s potential in Croatia,
•• Developing the domestic market with an increase in sales through a
retail network of independent operators, with the opening of a sales
office in Sarajevo,
•• Development of the external market through establishing long-term
relationships with partners in Croatia, Serbia, Austria, Italy, Slovenia
and Montenegro,
•• Increasing the packaged oils sales on the domestic market, with
expansion of the oil refinery’s new products strategy, optimisation
of the product mix, and the development of new products.

Structure of oil products sales at the markets, %

786

2013
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2013

74%

26%

2012

73%

27%

2011

941

2011

2010

932

2010

81%

19%

2009

79%

21%

807

2009

77%

23%

Domestic market
Export
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NESTRO PETROL

THE RETAIL SALES OF OIL PRODUCTS, AS WELL AS ADDITIONAL ITEMS FROM THE
PRODUCT RANGE, ARE EFFECTED THROUGH THE RETAIL SALES NETWORK, WHICH
INCLUDES 83 EXISTING FUEL STATIONS, WITH 72 FUEL STATIONS BEING LOCATED IN
REPUBLIC OF SRPSKA AND 11 FUEL STATIONS IN THE FEDERATION OF BOSNIA AND
HERZEGOVINA.
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In 2013, within the framework of realisation of the investment
programme, the following activities were accomplished:

Major areas of activities for the company include:

•• implementation of the programme for gas equipment installation
at fuel stations started (the programme is intended for 15 fuel
stations),
•• works on 3 fuel stations rebranding and 1 fuel station reconstruction
completed,
•• main scope of works for construction of manufacture’s store for
Modrica Oil Production Plant’s products sale completed.
In future, the Company is planning to continue realising actions aimed
at increasing operational efficiency and the profitability of fuel and
other product sales.

Oil-products retail sale, thousand tonnes

2012

90

2011

89

•• Increasing service quality by introducting a dedicated customer
service line; opening a training centre for fuel station managing
personnel, and introducing a “mystery consumer” programme;
•• New project implementation: a “social card” discount programme

for multi-child families; the “Nestro Agrarian card” discount
programme for agricultural producers; and the introduction of a
new automated night-time service at fuel stations with self-service
terminals;
•• Developing domestic market sales in domestic through the
purchase or rental of fuel stations, thereby increasing marketing
opportunities within the network, including in new regions.

THE RETAIL TRADE VOLUME OF OIL
PRODUCTS AT THE COMPANY’S FUEL
STATIONS IS INCREASING ANNUALLY.
IN 2013, FUEL RETAIL TRADE GROWTH
GREW BY 5.5% AGAINST THE PREVIOUS
YEAR’S LEVEL.

95

2013
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74

2010

66

2009

Average sales volume per 1 fuel station per day, L/d

Investments, million Euro

3,939

2013

2013

3,780

2012

5.4
2.4

2010

2,802

2009

5.0

2011

2,907

2010

4.0

2012

3,424

2011

1.6

3.9

2009
Investments
Shares
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SERVICE AND OTHER ASSETS
The service assets segment of the Zarubezhneft Group of companies
is represented by the enterprises engaged in building the oil and gas
facilities infrastructure, carrying out exploration, drilling operations and

field surface facilities construction, oilfield equipment supply, scientific
research and planning and surveying works performance, and the
provision of high-tech services.

In total, 6 enterprises are included under this segment:
Affiliate name

Company profile

Company renders services in the oil and gas sphere under the following areas of activity:

•• Drilling: by Murmanskaya jack-up rig – construction of exploration wells off the shore of
Vietnam; by Deep Venture DV – construction of exploration wells off the shores of India and
Indonesia);
•• Marine transport services by A. Akhmatova PV – servicing of Offshore Ice-Resistant Fixed
Platform Prirazlomnaya, by supply vessel Neftegaz – 51 and supply vessel Neftegaz – 57;
servicing of Arkticheskaya jack-up, by supply vessel Neftegaz – 55 and supply vessel Pasvik;
servicing of Sakhalin Island’s platforms);
•• Cargo-handling port servicing (as part of process berths No10, 11, 12 and cargo berths No3,
4, 5);
•• Auxiliary production: maintenance engineering station, operation base Prityka and
Prichalnoye professional technical training school.

АMNGR JSC

Scientific research institute for solving problems in oil field development and oil recovery
enhancement. Major areas of activity:

•• Scientific and research works: working out and application of EOR methods, petrophysical
core analysis, formation fluids property analysis, well hydrodynamic research, analysis of
investment potential of oil and gas projects, expert and patent research;
•• Design and survey work: engineering and analysis of oil and gas fields development,
geological simulation, reserves calculation, drilling support and monitoring of the raw
materials base status, ecology, economics of oil fields development.

VNIIneft JSC

Giprovostokneft JSC

Operating scientific organisation rendering engineering services and design and implementing
survey works (independent verification and validation of design documentation, carrying out of
studies in the area of drilling and issue of well construction projects, planning stage of design,
engineering surveys for construction, the integrated design of field development and oil and
gas industry facilities and installation, construction and reconstruction projects) and scientific
research works for oil and gas complex enterprises.

Zarubezhneftestroymontazh

An enterprise which carries out works for the organisation of construction, reconstruction,
workover, construction control, and design documentation preparation by the engaged
developer or customer based on agreement with a legal representative (general contractor) for
Joint Company RUSVIETPETRO, Brod Refinery and Modrica Oil Production Plant.

RМNTK Nefteotdacha JSC

An enterprise which carries out works on technical and staff provision of service works at CKU
fields, acts as operator of the Boca de Jaruco project in terms of conducting pilot works for the
testing and introduction of steam-thermal EOR methods, and rendering oil services by an oilproducing subsidiary of Zarubezhneft.

Zarnestservice LLC

An enterprise for trading oil produced by the Zarubezhneft Group of companies in domestic
and foreign markets, supplying equipment, materials and service rendering for JV Vietsovpetro
needs.
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The Zarubezhneft Group strategic development
plans provide for a stage-by-stage transformation
of the main subsidiaries of the Services Segment.

AT PRESENT

TRANSITION PERIOD

TARGET STATE

Carrying out of studies for
the company’s projects

Reserves and reservoir production
methods study under 2 key competences
of the company:

Corporate scientific center
of technological competences

VNIINeft JSC

In-house orders
•• Field development engineering
and analysis
•• EOR methods

General design contractor
Giprovostokneft JSC

In-house and third party orders
•• Basic design
•• Working out of RD for a project

General contractor
Zarubezhneftestroymontazh JSC

In-house orders
•• Performance of construction and
assembly operations
•• Performance of commissioning
operations

Services rendering at CKU
and Cuba
RMNTK “Nefteotdacha” (Oil Recovery Complex)

In-house orders
•• Hydrodynamic and hydrophysical studies
•• Engineering supervision and
control

•• Development of fractured hydrophobic
reservoirs
•• Development of terrigenous reservoirs
of block structure of minor thickness

In-house orders

•• Design quality improvement
•• Commitment to cost reduction under
the project through the instrument of
cost minimisation at engineering stage

Center of field facilities construction
engineering

•• General contractor for RVP
•• Formation of a competent team for
project implementation in any part of
the world (in any region or zone of the
company’s interest)

•• Formation of supervising competence
•• Providing services for RVP
•• Formation of internal team providing
80% of the company’s requirements in
service
•• Skills practice in the rapid replacement
of specialists withdrawn by the
company for special projects

•• Engineering
•• Development control

In-house orders
•• Conceptual Engineering
•• Costs optimisation under a project at all
design stages
•• In interconnection with large partner

Organisation of surface
infrastructure construction
In-house orders

Well construction organiser
In-house orders
•• Organisation of well construction
and drilling supervising
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ARKTIKMORNEFTEGAZRAZVEDKA

AMNGR owns the production facilities required for offshore works:
the Murmanskaya jack-up drilling rig, the Deep Venture (former Valentin Shashin)
drilling vessel, an auxiliary fleet, and on-shore infrastructure.
On 31 May 2012, Zarubezhneft became a majority shareholder of
Arktikmorneftegazrazvedka (AMNGR) with a participation share of
100% – 1 share.
The company was established in 1979 for petroleum prospecting,
exploration and development on the Arctic shelf of Russia.

AMNGR possesses over 30 years of experience in operating offshore.
The company has discovered 15 oil, gas and gas-condensate fields,
including unique reserves of Shtokman, Ledovoye (in Barents Sea),
Rusanovskoye, and Leningradskoye (in Kara Sea) fields.

Murmanskaya jack-up rig

Deep Venture DV
(former Valentin Shashin)

Jack-up rig, capable of drilling wells to a depth
of up to 6,000 metres with maximum sea depth
of 100 metres

Vessel, capable of drilling wells to a depth
of up to 6,500 metres with maximum sea depth
of 1,740 metres

Production:
1991
Upgrading year:
2014
Dimensions:
109 × 68 m
Living space, persons:
84
Total weight:
14,465 tonnes

Production:
Upgrading year:
Dimensions:
Living space, persons:

On-shore infrastructure of AMNGR

Auxiliary fleet
of Arktikmorneftegazrazvedka

includes:

1

Cargo-handling port-station – vessel mooring, loading,
offloading.
Lavna (Murmansk, 20th km of Pechengskoye highway),
20 berths (Murmansk, Lower Rostinskoye highway).

2

Maintenance Engineering Station (MES) – (Kola, Kildinskoye
highway 2).
Transportation group (berthing, repair, vehicle maintenance),
Operation and energy group – repair and maintenance
of power systems of AMNGR,
Professional and technical training school.

3

Operation base Prityka Cape (Murmansk, Pechengsokoye
highway, 23) – in conservation.

48

1982
2014
149 × 28 m
116

In 2013, the company completed class repair of the Murmanskaya
jack-up rig. The rig re-entered service in December 2013.
Most of the works for Deep Venture DV class repair were completed in
2013. Rehabilitation of the Subsea Blowout Prevention system is ongoing.
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The prospective direction of the Service Assets Segment is connected
with the provision of services for scientific research and planning
and surveying works performance in terms of scientific support for
prospecting, exploration and the development of fields, calculation
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of the reserves, and works on field development design, as well as
the implementation of scientific research projects. This direction is
represented by 2 institutes: Giprovostokneft (Samara) and VNIIneft
(Moscow).

GIPROVOSTOKNEFT
In 2013, the company completed work on a project for expanding
CPC pipeline system in the Russian Federation, for field surface
facilities, treatment and external transportation from CKU,
Suzunskoye fields, ROSPAN INTERNATIONAL, Orenburgneft,

Buguruslanneft, and the well drilling projects of Orenburgneft.
A conceptual design for full-scale field surface facilities construction
at Kuyumbinskoye field for Slavneft-Krasnoyarskneftegaz was also
developed.

Income, million rubles

Structure of income, GPVN, %

1,129.6

1,259.2

15%

1,342.6
3%

72%

10%

Engineering and design
Engineering survey
Drilling projects
Miscellaneous

2011

2012

2013

VNIINEFT
In 2013, the Company completed 63 scientific research, design and
other works totaling more than 230 million roubles. Most part in the
total volume of orders by number of agreement commands field
development projects as well as works on EOR methods.

The main customers for engineering and design works in 2013 were:
the Ministry of Energy of the Russian Federation, Zarubezhneft, JC
RUSVIETPETRO, and SN-MNG, Orenburgneft. In the structure of
income received from the implementation of all types of activities, the
largest percentage is accounted for income from R&D deliverables.

Income, million rubles

Structure of income VNIIneft, %

341.0

336.0

330.0

29%
71%

R&D deliverables
Miscellaneous

2011

2012

2013
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RMNTK NEFTEOTDACHA
In 2013, the company conducted pilot production area operations in
Boca de Jaruco field and completed a raft of scientific research work
and testing of EOR methods within the framework of the operating

agreement for Boca de Jaruco field. In addition, high-tech services
were rendered, including a geological and engineering survey drilling
supervision.

Income, million rubles

Structure of income, RMNTK Nefteotdacha, %
8%

236.1
15%
138.9

Well testing

50%

91.6

2011

2012

Drilling supervising and
well workovers

27%

2013

Geological-andengineering survey
while drilling

Pilot works on EOR
methods

ZARUBEZHNEFTESTROYMONTAZH

ZARNESTSERVICE

In 2013, the company completed works connected with the
construction of facilities for JC RUSVIETPETRO. This generated the
largest part of the Company’s income (87.42%, or (2,401.2 million
roubles). The income dynamics for projects in Bosnia and Herzegovina
are connected with a change in the scope of works by the Customer,
as well as with a change in the contracting scheme.

This company was established in order to give Zarnestservice the
opportunity to supply Russian equipment, materials and services to
SRV to meet JV Vietsovpetro requirements. The order portfolio for
Zarnestservice is focused on the Zarubezhneft Group.

Income, million rubles

Income, million rubles

6,575.0

1,607.0

5,704.0

2,747.0

2011

2012

2013
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999.1

2011

2012
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KEY FINANCIAL RESULTS FOR 2013
The total revenue of Zarubezhneft in 2013 was more than 30.5 billion
roubles. In the revenue structure, 47.4% (14.45 billion roubles) is
the revenue of JV Vietsovpetro, 10.4% (3.17 billion roubles) from
the Block 09-3 (SRV) project, and 42% (12.81 billion roubles) comes
from the Russian Kharyaga PSA project. Revenues from other
activities (0.08 billion roubles) include the purchase and sale of goods
contracts, the provision of production services, and the hire of spaces
in the administrative building.
Despite the decrease in total revenues of Zarubezhneft in 2011–2013,
its value remains on a high level of more than 30 billion roubles, which
demonstrates that Zarubezhneft is a company that is developing
sustainably.
A key factor in the decrease of net profit in 2012–2013 was
the accrual under Russian GAAP for the devaluation of financial
investments the subsidiaries of Bosnia and Herzegovina and
AMNGR – as one of the risk-hedging measures.

THE AMOUNT OF NET PROFIT BEFORE
ACCRUAL DURING 2011–2013 REMAINS
ON A SUSTAINABLY HIGH LEVEL AT MORE
THAN 16.2 BILLION ROUBLES.

Revenue and net profit of Zarubezhneft for 2009–2013,
billion roubles
2013
2012

30.5

7.1*

33.1

4.9*

2011

The net profit of Zarubezhneft before accruals in 2013 was 6 billion
roubles more than planned and 1.2 billion roubles more than actual
profit in 2012.

34.7

17.1

2010

17.0
17.1

2009

20.8

31.6

Revenue of Zarubezhneft

Net profit of Zarubezhneft
After accruing reserves

Revenue structure of Zarubezhneft for 2009–2013,
billion roubles

31.6

0.1
2.8

34.7

7.7

11.9

0.7
4.0

30.5

12.7

0.1
3.2

12.8

16.2
2011

15.8
2012

14.4
2013

2013

47.4%

2012

47.6%

2011

46.7%

2010

JV Vietsovpetro

21.0
2010

2.1
4.5

33.2

Share of Vietsovpetro revenue in total revenue

Kharyaga PSC

VRJ Petroleum Company

66.5%
99.6%

2009

Other activities
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INVESTMENT ACTIVITIES IN 2013

Investment activity of Zarubezhneft in 2013 was characterised by the continuation
of previously started investment projects (the search and development of fields
in SRV and in Cuba and the upgrade of assets in Bosnia and Herzegovina
and Russia).
Scope of investment programme of Zarubezhneft
in 2009–2013, billion roubles

17.1

2013

10.5

2012

16.0

2011

18.6

2010

15.1

2009

Structure of investments in 2013

Structure of investments in 2013
by segment

Structure of investments in 2013
by country
10%

18%
15%

46%
53%

54%
29%

Investments
Loans

42%

33%
Upstream

Cuba

Downstream

Bosnia and Herzegovina

Russia

Services and other
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KEY CONSOLIDATED EFFICIENCY
INDICATORS
Key performance indicators (KPIs) for the Zarubezhneft Group are
calculated in accordance with the approved KPI system regulation
on the basis of consolidated accounting statements for Zarubezhneft
under Russian GAAP and the production reporting of the Zarubezhneft
Group.

Consolidated revenue of the Zarubezhneft Group,
billion roubles
96.5

2013

91.2

2012

THE POSITIVE DYNAMICS IN 2011–2013
OF SUCH KPIS FOR THE ZARUBEZHNEFT
GROUP AS CONSOLIDATED REVENUE,
EBITDA AND ROACE DEMONSTRATE
THE SUSTAINABILITY AND EFFICIENCY
OF THE GROUP.

82.3

2011

Consolidated EBITDA of the Zarubezhneft Group,
billion roubles

The consolidated revenue of the Zarubezhneft Group in 2013 was
96.489 million roubles, which is 5.8% higher than in 2012 and 17.2%
higher than in 2011.

2013

The increase of revenue in 2013 in comparison to 2011–2012 is mainly
due to the increase of the revenue of JC RUSVIETPETRO, resulting
from a growth in oil recovery and sales.

2011

The EBITDA indicator (earnings before interest, taxation, and
depreciation) in 2013 was 33.242 million roubles, which is 17% or
4.8 billion roubles higher than planned, and 50.9% higher than in 2012
and 45% higher than in 2011.

2012

33.2
22.0
22.9

ROACE of the Zarubezhneft Group , %

The return on average capital employed (ROACE) indicator of the
results of activities of the Group of Companies in 2013 was 15.8%,
while the planned value was 11.8%.

2013

The increase of ROACE in comparison to the previous period and plan
is due to an increase in net profit, primarily resulting from an increase
of production by JC RUSVIETPETRO.

2011

16%
10%

2012

15%
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GEOGRAPHY AND STRUCTURE OF EQUIPMENT
AND MATERIALS SUPPLY
In 2013, Zarubezhneft organised the supply of
materials and equipment totalling 308.65 million USD,
the majority of which belongs to Russian suppliers –
278.33 million USD (90.2%).

THE STRUCTURE AND VOLUMES OF SUPPLY OF MATERIALS AND EQUIPMENT,
IN ACCORDANCE WITH THE GEOGRAPHY OF SUPPLIES
Socialist Republic of Vietnam (SRV)

Supply of equipment, materials and services

•• The total amount of supplies and rendered services to
SRV was 70.66 million USD, including 65.25 million
USD (92%) by Russian suppliers.

•• The structure of supply contracts includes piping, the
hire of supply/tug vessels, scientific and technical
research for Vietsovpetro, and the supply of equipment
and provision of logistic services for the Murmanskaya
jack-up.

Bosnia and Herzegovina, the Republic of Srpska

Supply of equipment, materials and services (for the
reconstruction and upgrade of Modrica Oil Production
Plant and Brod Oil Refinery)

•• The total amount of arranged supplies of materials and
equipment in 2013 was 21.33 million USD, including
10.1 million USD (47.4%) by Russian suppliers.
•• The most important supplies of materials and
equipment included a drum-type vacuum filter for
Modrica plant, ventilation and air conditioning systems
for Modrica plant, equipment for the boiler house and
heat tracing for the refinery, and engineering works,
instrumentation and ACW for Modrica plant and
refinery.
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Republic of Cuba
Supplies for Cuban projects (well L-01 construction, Boca de
Jaruco field)

•• The total amount of supplies to Cuba was 8.38 million USD,
including 0.38 million USD (4.6%) by Russian suppliers.

•• The structure of supplies for Cuban projects includes
supplies of equipment and materials and consulting services.

Russian Federation

Supplies for Russian projects (JC RUSVIETPETRO, Kharyaga PSA, Arktikmorneftegazrazvedka,
Ulyanovskneftegaz, Orenburgnefteotdacha)
•• The total amount of supplies of equipment and materials is 208.27 million USD, including
202.6 million USD (97%) by Russian suppliers.

•• The largest customer (68%) is JC RUSVIETPETRO, for which supplies totalling 141.47 million USD
have been rendered, including 98% by Russian suppliers (139.31 million USD).
•• The supplies structure includes the provision of equipment and material for exploration and drilling
works, field construction, piping, chemicals, cables, and diesel fuel. In addition, services have
been rendered in research engineering, design and survey and geologic exploration, and for the
maintenance of Arktikmorneftegazrazvedka.
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ROLE OF SUSTAINABLE DEVELOPMENT
IN THE ACTIVITIES OF THE COMPANY
In today’s market, sustainable development is an issue of growing importance;
generating significant interest from both governments and stakeholders.
Addressing sustainability issues enables companies to develop
steadily in the current climate. In Zarubezhneft the understanding of
sustainable principles matches accepted practice in the international
business community, and Company management first created a
corporate sustainable development policy in 2012.
JSC Zarubezhneft is a company with many years of experience that is
continuously evolving. Key priorities for the Company are geological
exploration and the production of hydrocarbons, downstream, services
and R&D. The Company has unique experience of successful activities
over more than 50 years, and it continues to be active in accepting
global challenges and complying with societal demands.
The Company strategy constantly changes. At present, it includes
goals for the optimisation of corporate management, the development
of technological leadership, an increase incompetitive ability via selfcosting product control, and compliance with the interests of a wide
range of stakeholders.
The activities of the Company significantly influence both people
and the environment in its regions of operation. The management
of Zarubezhneft understands that provision of energy security is
impossible without considering the interests of population: economic
growth and the fair distribution of national wealth, environmental
protection and efficient resource consumption, social development
and the opportunity for all members of society to take part in the
decision-making process. Finding the best balance of environmental,
social and economic activities is a way for the Company to implement
sustainable development that is reflected in its long-term development
strategy up to the year 2030. In this way, we will safeguard both
the interests of the current generation and the security of future
generations.
The Company considers expectations in relation to its socially
responsible behaviour that are reflected in international and Russian
law, in contract obligations and in the course of interaction with
stakeholders. The Company constructs its strategy with regard to
national and regional development.

58

In 2013, Zarubezhneft continued to integrate a systemic approach
to form its concept of strategic development. Its intention is to
gradually transfer to the integrated system of business processes
standardisation and an improvement of the KPI system for the purpose
of control and coordination of the management staff of the Company
at all levels and in all directions.
In 2013, Zarubezhneft continued to integrate a systemic approach
to form its concept of strategic development. Its intention is to
gradually transfer to the integrated system of business processes
standardisation and an improvement of the KPI system for the purpose
of control and coordination of the management staff of the Company
at all levels and in all directions.

BY REMAINING A RESPONSIBLE
ENTERPRISE COMPLYING WITH
ENVIRONMENTAL AND SOCIAL
REGULATIONS, THE MANAGEMENT
OF ZARUBEZHNEFT BELIEVES THAT
THE IMPLEMENTATION OF SUSTAINABLE
DEVELOPMENT PRINCIPLES WILL BE
A SOURCE OF COMPETITIVE BENEFITS
IN THE LONG TERM.
Zarubezhneft’s constant ambition for an increase of operational and
financial indicators based on a sustainable approach demonstrates
shows the Company’s commitment to carrying out its activities on the
basis of innovation, transparency and interaction with stakeholders
in the long term for mutual benefit, and this is firmly stated in the
corporate values of the Zarubezhneft Group.
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PROJECTS OF INTERNAL CORPORATE
IMPROVEMENT
A report on the status of implementation of improvement projects is
developed and submitted to the Director-General on a monthly basis.

IN 2013, THE DIRECTOR-GENERAL
LAUNCHED A SERIES OF
IMPROVEMENT PROJECTS BASED ON
THE ZARUBEZHNEFT DEVELOPMENT
STRATEGY AIMED AT THE OPTIMISATION
OF GROUP-WIDE ACTIVITIES. THESE
PROJECTS WILL BOOST THE FUNCTIONS
OF THE FINANCIAL BLOCK, ACTIVITIES
MANAGEMENT, IT STRATEGIES, HR
AND CORPORATE MANAGEMENT OF
THE COMPANY.

Although many projects will only be completed in 2014, some of them
have also generated positive effects for the work of separate business
segments in 2013. For instance:

A Passport of Improvement Projects, including information on
the assignment of the overseer and responsible manager, project
implementation term, checkpoints and key expected results has been
developed and approved by the Director-General for each project.
19 improvement projects were intitiated in 2013. In addition, several
projects were unified into an umbrella programme for increasing
efficiency and management and financial reporting.

•• Audit conclusions for 2012 under IFRS has been obtained;
•• A system of electronic document control has been developed and
set up;
•• Sustainable functioning of risk management process of
Zarubezhneft has been arranged;
•• Procurement procedures in the Company and its subsidiaries
have been optimised and comply with the laws of the Russian
Federation;
•• Regulations for audit have been approved;
•• Salary imbalances have been eliminated, and a staff training
schedule for 2014 approved.
The primary aim of the implementation of improvement projects is to
get the activities of the Company to the level of industrial standards of
oil and gas companies in Russia and abroad.

Key expected results of the implementation of improvement projects in 2014:
•• The fair value of oil and gas facilities and sites of Zarubezhneft
has been determined under IFRS and SEC;
•• Specific energy consumption for the Zarubezhneft Group has
decreased by 3–5% in average;
•• Consolidated statements are developed in accordance with IFRS,
with an audit conclusion for 2013 obtained;
•• Zarubezhneft received a corporate management rating not lower
than NRKU 7;
•• Company received a credit rating (S&P, Moody’s and/or Fitch);
•• The unified methodology for planning and budgeting within the
Company is established and implemented;

•• The unified IT architecture is established and implemented;
•• Automatic accounting systems developed and commissioned by
segments;
•• Number of personnel within the Company corresponds with the
actual work load;
•• Project, programme and case management systems introduced;
•• Business process management system brought into commercial
operation;
•• IT strategy of the Company approved;
•• KPI system upgraded;
•• Unified system for the management of subsidiaries established.
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STRATEGIC DEVELOPMENT
BENCHMARKS
In accordance with the order of the First Deputy Russian Federation Government
Chairman I.I. Shuvalov dated 03.10.2013 ИШ-П13-98пр, state-owned companies
(including Zarubezhneft) must develop a long-term Company Development
Strategy and have it approved by the Board of Directors before the end of 2014.
Current status of Zarubezhneft in achieving benchmarks
established by the strategy

The current and planned structures of Zarubezhneft’s
business

In 2011 (Minutes of meeting № 48 dated 20.04.2011) the Zarubezhneft
Board of Directors approved the Company development strategy up
to 2030, which anticipates, apart from continuing current production
projects:

2013
2030
Production

•• Diversification into new business segments (Trading and Oil
chemistry);
•• Focus on innovation and extension of geography of activities.

Petrochemistry*
Refining

Trading **

Oil services
Innovations

Choice of approach for the determination of strategic
benchmarks
Taking into consideration the current position of Zarubezhneft,
related competencies and commercial attractiveness of segments,
it is recommended to focus the development of the company in the
Upstream segment.

* Entering the petrochemistry sector requires
a considerable capital, presence of competencies
and volumes of its own cheap raw materials

In this segment, it is practical to focus on work with difficult reservoirs
of conventional reserves and fields with an imbalanced development
system.
For the successful achievement of strategic benchmarks, it makes
sense to use our own unique benefits for the purpose of further
scaling and growth of the Company (successful skills in the
management of relations with JV partners; experience in work with
specific reservoirs and fields with imbalanced development systems,
including those at a late stage of development).

•• Cost of Pyrolysis plant construction of the world level is ≈ 5 billion
USD (≈1 million tonnes for ethylene)
•• Zarubezhneft has no access to cheap raw materials within and
outside RF
•• High competiveness and low marginality of petrochemistry
markets with the absence of the cheap raw materials

** Entering the trading business requires
the considerable financial resources, competencies
and volume of its own product
•• competencies and volume of its own product
•• The Trafigura’s turnover is over 130 billion USD
•• BP trading division – 300 traders with a long-standing work
experience
•• The volume of its own traded Shell’s oil-products is 3 million
barrels per day.
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Proposed strategic benchmarks of development
of Zarubezhneft

1

Optimise diversification activities, in particular ensuring
compliance of refining capacities with market needs and
undertaking operational improvements at the refinery and
Modrica plant;

2

Focus on the development of the Upstream segment, a
traditionally strong direction;

3

Focus on the work with difficult reservoirs of conventional
reserves and fields with imbalanced development systems,
including those at a late stage of development, in the
framework of the Upstream segment;

4

Ensure the associability of all assets of the Company for the
purpose of achieving a synergetic effect; Implementation
of strategic development benchmarks to be performed in
2 stages:

Proposed strategic development benchmarks fully comply with the
direction of activities defined for Zarubezhneft by the order of the
President of the Russian Federation dated 3 February 2004 № 137.
In addition to the long-term strategic development programme,
a system of improvement projects has been implemented, with
a view to raising the level of Company activities to the industrial
standard of oil and gas companies in Russia and abroad. In 2013,
the Company initiated and partially completed around 20 improvement
projects in the areas of finance control, IT, activities management and
organisational development.
By introducing such improvement projects, the Company increases
the level of corporate management, shareholder value and its public
image.

•• 1st stage – short-term (up to 2016);
•• 2nd stage – middle-term (2016–2020).

STAGE 1 (2014–2016)
INCREASE OF EFFICIENCY
AND ASSOCIABILITY OF ASSETS

STAGE 2 (2016–2020)
COMPANY DEVELOPMENT SCALE
INCREASE

UPSTREAM
•• Decrease of decline rate at the main foreign asset
VIETSOVPETRO
•• Increase (intensification) of production at the main Russian
asset RUSVIETPETRO
•• Obtaining a synergetic effect from separate assets of the
Group

•• Access to additional resources of crude hydrocarbons
compliant with the competencies of the Company
•• Entering new production regions in Russia and abroad
•• Increase of crude hydrocarbon production and reserves by
2020 (from the level of 2013):

–– Production increase – by 2.5 million TOE to 7 million TOE
–– Reserves increase – by 200 million TOE to 320 million TOE

DOWNSTREAM
•• Increase of economic efficiency of activities of the Bosnian
Group, in particular maximum decrease of operational costs
and transfer to positive project cash flow

•• Consideration of additional opportunities for rationalisation of
capacities
•• Performance of works to increase efficiency of available retail
and wholesale net.

SERVICES
•• Loading main production capacities of AMNGR (Jack-up and
DV)
•• Transformation of the service block for the synergy with the
Upstream block

•• Scientific support for the development of technological
competencies
•• Complex support of implementation of Upstream projects in
any region
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RESULTS IN THE AREA OF SUSTAINABLE
DEVELOPMENT IN 2013

Name of project

Aim of project

Results in 2013

External assurance

Increase of economic
effectiveness
and steadiness

• Increase of efficiency of activities of the Company
and its subsidiaries
• Implementation of investment projects.
• Development of measures to acquire new assets to
increase sustainability in the long term
• Control of budget limits
• Decrease of accounts receivable
• Decrease of advance contract payments
• Performance of technological and pricing audit
• Decrease of capital loans value

• Early implementation of budget
campaign
• Development of a business plan for
the Zarubezhneft Group for the middleterm period – 2014–2018
• Approval of projects with high
efficiency at the Investment
Committee

Independent
certification
of the report’s
elements was not
carried out

Corporate
management

• Increase of management effectiveness by improving
effective horizontal connections, distribution of
duties without double functions, increase of personal
responsibility of managers on all levels, introduction
of key performance indicators for departments

• A system of key performance
indicators was introduced
• Internal audit service established Risk
management system established

Independent
certification
of the report’s
elements was not
carried out

Health, security
and environment

• Ensuring safety of health and life of all personnel,
with measures to prevent accidents, ensuring work
safety, preventing environmental pollution, and
overseeing efficient use of resources

• HSE management system in the
Company provides implementation of
Company policies on environmental
protection, health and safety on the
basis of legal and socially responsible
performance of business and
commercial activities

Independent
certification
of the report’s
elements was not
carried out

Development of regions
of operation, social
investments and charity

• Contribution to social and economic development,
arrangement of social events, development of
sport and healthy living, educational programmes,
preservation of historical heritage

• Charity help under letters and
contracts
• Voluntary donation for those who
suffered from the flood in summer
2013

Independent
certification
of the report’s
elements was not
carried out
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Name of project

Aim of project

Results in 2013

External assurance

Anti-corruption
activities

• Performance of measures to prevent and eliminate
corruption and to form anti-corruption awareness
among personnel

• A plan of measures to prevent and
eliminate corruption in Zarubezhneft
has been developed, and a list
of job positions in Zarubezhneft
associated with a high risk of
corruption has been approved
• Internal document named Anticorruption policy of Zarubezhneft has
been developed

Independent
certification
of the report’s
elements was not
carried out

Procurement
optimisation

• Development of procurement activities, provision of
transparent procurement, decrease of goods, works
and services procurement costs

• This project has been successfully
completed. Procurement procedures
in the Company and its subsidiaries
have been optimised and comply with
Russian laws.

Independent
certification
of the report’s
elements was not
carried out

Organisation of internal
audit service

• Arrangement of stable performance of internal audit
process within the Group of companies

• Undertaken in accordance with the
schedule (last stage)
• Audit methodology introduced Risk
oriented audit plan for 2014 is being
implemented

Independent
certification
of the report’s
elements was not
carried out

Introduction of personnel
training system

• Development and effective performance of
personnel training and development

• Conducted in accordance with the
schedule (last stage)
• Training programmes matrix by type,
form and methods for each target
category of personnel has been
developed and approved.

Independent
certification
of the report’s
elements was not
carried out

63

contents
previous chapter

next chapter

STATEMENT FROM
THE GENERAL
DIRECTOR

ABOUT
THE REPORT

COMPANY
PROFILE

STRATEGY OF
SUSTAINABLE
DEVELOPMENT

CORPORATE
MANAGEMENT

INNOVATIONAL
DEVELOPMENT

INTERACTION
WITH STAKEHOLDERS

MAIN COMPANY BENEFITS
•• 45 years of unique experience in the implementation of international
oil and gas projects for the benefit of the state
•• Knowledge of the peculiarities of works in different regions of the
world with experience in more than 35 countries
•• State status – 100% of shares are in federal ownership
•• Included in the list of strategic enterprises of the Russian Federation

•• Strong long-term connections with leading Russian and international
oil companies, scientific and research entities and project
organisations and industry institutes of the Russian fuel and energy
complex
•• High competencies in the area of offshore oil recovery
•• Extension of the geography of activities

RISK MANAGEMENT
For the purpose for ensuring stable uninterrupted performance and development
of the company by means of timely identification, prevention and minimization of
risks for the business and reputation of the Company, health of personnel, and
ownership interests of shareholders the Company develops a risk management
system.
RISK MANAGEMENT SYSTEM
In 2012, the Integrated Risk Management System (IRMS) standard,
defining a unified approach to risk management process, was
developed and introduced to the Group of Companies.

THE INTERNAL AUDIT DEPARTMENT HAS
DEVELOPED A PLAN OF AUDITS ON THE
BASIS OF A RISK-ORIENTED APPROACH,
AND ANALYSES THE EFFECTIVENESS
OF THE RISK MANAGEMENT PROCESS
EFFECTIVENESS.

In early 2013, the IRMS introduction concept was developed and
approved by the Zarubezhneft Director-General. The Company’s risk
management system establishes a unified order of risk identification,
risk decrease measures planning, risk monitoring and control of risk
decrease measures implementation, analysis of effectiveness of
completed measures and lessons learned. The main tasks are:
•• Protection of enacting Company strategy from negative risk
impacts;
•• Justified making of financial and investment decisions with
consideration of information on the risks;
•• Preservation and multiplication of invested financial funds.

The Company will continue uninterrupted development of its approach
to IRMS base processes, including a special focus on improving
the approach to decision-making risk evaluation, risk management
process integration into business planning processes, and project
management.

For the purpose of compliance with best international practices a
Working Committee for Risk Management (hereinafter known as
the Risk Committee) has been established in the Company and
carries out its activities on a regular basis. The Risk Committee
systematically considers significant risks at a corporate level
(corporate risks portfolio), including strategic risks and possibilities,
operational risks, accounting risks and compliance with the regulations
and requirements of the laws of the Russian Federation and other
countries where the activities of the Company are being carried out.
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MAIN RISK FACTORS
The activities of the Zarubezhneft Group are influenced by a wide
range of regulatory, legal, financial, economic, social, market,
production, environmental, country and competitive nature. These
separate risks, in conjunction with others, may significantly impact the
results of activities and achievement of the tasks of the Company, and
this influence may be over the short, mid and long terms.
The Zarubezhneft Group defines the risks and uncertainties that it
considers significant, but these risks may not be the only ones the
Group might encounter.
The emergence of additional risks and uncertainties not known to the
Group at the present time or not considered significant by the Group
may also influence the achievement of the tasks of the companies of
the Group and lead to a change of financial indicators, resulting in a
decrease of the value of the entities of the Group.
The Zarubezhneft Group considers insurance as a vital instrument
for the minimisation of consequences of operational risks realisation
which allows for the allocation of financial losses from risk realisation
to the insurance entities. The primary production assets of the
company are protected by major Russian and international insurers
with high reliability ratings.

Insurance cover is arranged in accordance with the following
programmes:
•• Wells insurance
•• MODU and drilling vessels insurance
•• Comprehensive insurance of property of enterprises and
construction and installation risks
•• Insurance of responsibility and environmental risks
•• Insurance of oil products
•• Comprehensive insurance of offshore fields development risks.
Almost every insurance programme is being surveyed for the purpose
of qualifying and evaluating risks and its consequences for the
production activities of the Company.
It is worth mentioning that the integrated risk management system
also includes the decrease of non-financial risks on the basis of regular
interaction with stakeholders.
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STRUCTURE OF ZARUBEZHNEFT
MANAGEMENT AUTHORITIES
THE MEMBERS OF ZARUBEZHNEFT’S BOARD OF DIRECTORS WERE ELECTED BY
THE REGULATION OF THE FEDERAL PROPERTY MANAGEMENT AGENCY DATED
29 JUNE 2012 No1018-P, “ON RESOLUTIONS OF THE ANNUAL GENERAL MEETING
OF THE SHAREHOLDERS OF THE ZARUBEZHNEFT JOINT STOCK COMPANY.”
Prior to holding the annual general shareholders meeting, the following persons were the members
of the Board of Directors of the Company:
Alexander Bazhenov

Director of the Centre of Public-Private Partnership
of Vnesheconombank
Born 1964
Not a shareholder

Nikolay Brunich

General Director of Zarubezhneft
Born 1955
Not a shareholder

Pavel Kadochnikov

Pro-rector for Research, All-Russia Academy of Foreign Trade of the
Ministry of Economic Development of Russia
Independent director
Born 1978
Not a shareholder

Alexander Nekipelov

Vice-President of the Russian Academy of Sciences
Independent director
Born 1951
Not a shareholder

Ivan Glasenberg

President of Glencore
Independent director
Born 1957
Not a shareholder

Vladimir Stolyarenko

Chairman of the Supervisory Board of JSC CJSB EVROFINANCE
MOSNARBANK
Born 1961
Not a shareholder

Nikolay Tokarev

President of Transneft
Born 1950
Not a shareholder
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Pursuant to the resolution of Zarubezhneft’s Board of Directors dated 23 July 2012
(Minutes of Meeting No63), the Chairman of Zarubezhneft’s Board of Directors
was Nikolay Tokarev.
The following members of the Board of Directors were elected by the
Order of the Federal Agency for State Property Management dated
12 September 2013 №1145-р, “On resolutions of the annual general
meeting of the shareholders of the Zarubezhneft Joint Stock Company”:
Alexander Bazhenov

Director of the Centre of Public-Private Partnership of Vnesheconombank
Born 1964
Not a shareholder

Pavel Kadochnikov

Pro-rector for Research, All-Russia Academy of Foreign Trade of the
Ministry of Economic Development of Russia
Independent director
Born 1978
Not a shareholder

Sergey Kudryashov

General Director of Zarubezhneft
Born 1967
Not a shareholder

Victor Martynov

Rector of Gubkin’s Russian State Oil and Gas University
Independent director
Born 1953
Not a shareholder

Kirill Molodtsov

Deputy Minister of Energy of the Russian Federation
Born 1968
Not a shareholder

Alexander Nekipelov

Director of Moscow School of Economics of the Federal State Budget
Educational institution of higher professional education M.V. Lomonosov
Moscow State University, Doctor of Economics, professor
Born 1951
Not a shareholder

Mikhail Poluboyarinov

First Deputy Chairman – Executive Board Member of the State
Corporation “Bank of development and foreign economic activity
(Vnesheconombank)”
Born 1966
Not a shareholder

In accordance with the resolution of the Board of Directors of
Zarubezhneft dated 25 November 2013 (Minutes of Meeting №74),
Mikhail Poluboyarinov was elected Chairman of the Board of Directors
of Zarubezhneft JSC.
Regulations on the Zarubezhneft Board of Directors were approved by
the resolution of the extraordinary general meeting of Zarubezhneft
shareholders (Decree of the Federal Property Management Agency
dated 12 October 12, 2005 No2253-р).

IN 2013, THE TOTAL AMOUNT
OF REMUNERATION PAYMENTS TO
7 MEMBERS OF THE ZARUBEZHNEFT
BOARD OF DIRECTORS BASED UPON THE
RESULTS OF THEIR WORK IN 2012–2013
WAS 6,970 THOUSAND ROUBLES.
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Three committees were established under the Board of Directors:
Strategic Planning
Committee
Regulations on the Committee were
approved by the resolution of the
Zarubezhneft Board of Directors on 28
October 2011 (Minutes of Meeting No53).
At the meeting of Zarubezhneft’s Board of
Directors on 25 November 2013 (Minutes
of Meeting No74), a new version of the
Regulations on the Strategic Planning
Committee under the Zarubezhneft Board
of Directors was approved.
The Committee members were
Mr. A. Bazhenov, Mr. N. Brunich, and
Mr. A. Nekipelov.

Audit Committee

Staff and Remuneration
Committee

Regulations on the Committee
were approved by resolution of the
Zarubezhneft Board of Directors on
28 October 2011 (Minutes of Meeting
No53). At a meeting of the Zarubezhneft
Board of Directors on 25 November 2013
(Minutes of Meeting No74), a new version
of Regulations on the Audit Committee
was approved.

Regulations on the Committee
were approved by resolution of the
Zarubezhneft Board of Directors on
28 October 2011 (Minutes of Meeting
No53). At a meeting of the Zarubezhneft
Board of Directors on 25 November
2013 (Minutes of Meeting No74), a new
version of the Regulations on Staff and
Remuneration Committee was approved.

The members of the Committee were
Mr. A. Bazhenov, Mr. P. Kadochnikov and
Mr. A. Nekipelov.

The members of the Committee were
Mr. P. Kadochnikov, Mr. I. Glasenberg,
and Mr. V. Stolyarenko. After the election
of the new members of the Board
of Directors, the following members
of the Committee were elected:
Mr. A. Bazhenov, Mr. P. Kadochnikov,
and Mr. V. Martynov.

After the election of the new members
of the Board of Directors, the following
members of the Committee were elected:
Mr. A. Nekipelov, Mr. S. Kudryashov,
Mr. V. Martynov, and Mr. K Molodtsov.

AUDIT COMMISSION

List of members of the Audit Commission
By Decree of the Federal Property Management Agency dated 29 June
2012 No1018-р “On resolutions of the annual general meeting of
the shareholders of Zarubezhneft Joint Stock Company”, the Audit
Commission of Zarubezhneft was elected, comprised of the following
members:

By Decree of the Federal Property Management Agency dated
12 September 2013 No1145-р, “On resolutions of the annual general
meeting of the shareholders of Zarubezhneft Joint Stock Company”,
the Audit Commission of Zarubezhneft was elected, comprised of the
following members:

L. Kalyada

Head of Management Department of Federal
Property Management Agency

A. Voronkova

Head of Management Department of Federal
Property Management Agency

D. Тer-Stepanov

Deputy Director of the Department of the
Ministry of Economic Development of Russia

L. Kalyada

Deputy Director of the Department of the
Ministry of Economic Development of Russia

G. Upatova

Deputy Director of Department – Chief
Accountant of the Ministry of Energy of Russia

M. Тikhonova

Deputy Director of Department – Chief
Accountant of the Ministry of Energy of Russia

The Audit Commission has examined the annual accounting reports.
Based on the results of the examination conclusions were prepared
about the reliability of the data contained in the accounting statements
and the annual report of Zarubezhneft for the year 2013.
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COMPANY MANAGEMENT

Sergey Ivanovich Kudryashov has extensive experience in top
management positions in companies in the fuel and energy industries.
In 1991, he graduated from Kuibyshev Polytechnic Institute. In
2006, he took an Executive MBA degree at the Stockholm School of
Economics.
He started his working career in 1991 at Nizhnevartovskneft, rising
from the post of Production Operator to Deputy General Director –
Head of a Unitised Oil Field.
From 2002 to 2003: Deputy Manager of Tomskneft VNK – Head of
Strezhevoyneft Oil and Gas Production Directorate;
From 2003 to 2005: Manager of Yuganskneftegaz JSC – VicePresident of YUKOS-EP CJSC;
Since 2005: First Vice-President of Rosneft, in charge of the producing
sector of the company;
From 2008 to 11 July 2012: Deputy Minister of Energy of the Russian
Federation, in charge of issues connected with Russian oil and gas
complex activity;
Since July 12, 2012: First Deputy General Director of Zarubezhneft;
General Director
Sergey I. Kudryashov

Since December 28, 2012: General Director of Zarubezhneft.
Mr Kudryashov is also Head of the Working Group of the Commission
under the President of the Russian Federation for the issues of the
Fuel and Energy Complex (FEC) and ecological safety development
strategy.
Not a shareholder.
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First Deputy General Director
Sergey I. Yerke

Deputy General Director for Economics
And Finance
Sergey V. Kravchenko

In 1985, Mr Yerke graduated from the Tyumen Industrial Institute as
a hydrogeologist, with a specialisation in Mining Engineering, and in
2002, he graduated from the Moscow State University of Economics,
Statistics and Informatics. In 2006, he additionally gained an MBA
degree from the Stockholm School of Economics in Russia.

In 1992, Mr Kravchenko graduated from the Siberian Automobile and
Road Institute with a specialisation as an engineer-economist, and in
1999, he graduated from the MIRBIS Moscow International Higher
Business School with a PhD in Technical Sciences.

He began his working career at Nizhnevartovsk hydrogeological party
in Megion.

Starting in 1992, he worked in the structures of Yuganskneftegaz JSC.
From 1995 to 1997: Deputy Director for Economics of the petroleum
services enterprise of the company (Central service base).

Over 10 years, he held senior positions in the oil and gas enterprises
of the Tyumen Region.
From 2007 to 2009: Deputy Director for Development of Production at
Yuganskneftegaz LLC.
In 2009, he was appointed Director of Department of Oil and Gas
Production and Transportation in the Ministry of Energy of the Russian
Federation.

From 1997 to 2003: Held senior positions in the Strezhevoyneft Oil
and Gas Production Directorate, Tomskneft JSC and Nefteyugansk
CCR.
Since 2003: Deputy General Director in charge of economics and
finance at TNK-Nyagan JSC
In 2008: General Director of TNK-Nyagan JSC.

In 2011, he became Head of Department of Advanced Development
and Capital Construction at Gazprom Neft.

From 2012 to 2013: Commercial Director of Yamal-Gaz Division,
TNK-BP Management JSC.

Since January 2013, he has been First Deputy General Director of
Zarubezhneft.

In February 2013: Deputy General Director of Zarubezhneft.

He holds the title “Honorary oil industry worker” of the Ministry of
Energy of the Russian Federation.

Not a shareholder.

Not a shareholder.
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Deputy General Director for Project
Development and Well Operations
Igor P. Zaikin

Deputy General Director for Field
Development
Vladimir M. Nozhin

In 1991, Mr Zaikin graduated from Kuibyshev Polytechnic Institute
named after V.V. Kuibyshev with a specialty in Mining Engineering. He
has a certificate of completion of the Russian-Norway module MBA
programme at Moscow State University of Foreign Affairs.

In 1974, Mr Nozhin graduated from the Azerbaijan Institute of Oil
and Chemistry with a specialisation in Geology and Oil and Gas Field
Exploration. In 1996, he graduated from the Academy of the National
Economy under the Government of the Russian Federation with a
specialisation in Management under Market Conditions.

He began his working career as a driller’s assistant in a State Oil and
Gas Wells Drilling Company VAN-EGAN in Nizhnevartovsk.
Since 1996: worked at LLC Lukoil-Bureniye in Samara city and LUKOIL
Overseas in Kazakhstan.
Since 2003: Head of Drilling Technology Section at LUKOIL.
From 2005 to 2012: Director of Drilling, Well Technologies and
Supervising Department for Rosneft.
Since 2012: Director of Drilling Department at Bashneft.
Since July 2013: Deputy General Director for Project Development and
Well Operations of Zarubezhneft.
Not a shareholder.

After graduation, he worked as a driller’s assistant and drilling fluids
engineer in the Oil Rocks Marine Drilling Department of Kaspmorneft
Association.
In 1975, he was sent to Western Siberia, to Glavtumenneftegaz,
where he worked in the production association Yuganskneftegaz
in various positions from geologist to the Head of Pravdinskneft
Field Office, and Chief Engineer of the Yuganskneftegaz Production
Association.
Since 2000: Head of Department, Oil Production Monitoring, and
then Vice-President responsible for science, field engineering and
monitoring at YUKOS-EP.
Since 2007: General Director of Samaraneftegaz JSC.
Since April 2013: Deputy General Director of Zarubezhneft.
Mr Nozhin is an Honorary Worker of the Ministry of Fuel and Energy,
YUKOS, Rosneft.
Not a shareholder.
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Deputy General Director for Petroleum
Production
Valery A. Klinchev

Deputy General Director for Downstream
Sector
Andrey V. Ozerov

In 1989, Mr Klinchev graduated from Gubkin Moscow Institute of
Petrochemical and Gas Industry, and in 1998, he graduated from the
Academy of the National Economy under the Government of the
Russian Federation with the qualification of top category manager.

In 1985, Mr Ozerov graduated from the Engineering faculty of
Ulyanovsk Military Engineers’ Academy and until 1998, was on
military duty, occupying different command and engineering
capacities. In 2000, he graduated from the G.V. Plekhanov Russian
Academy of Economics with a specialisation in Financing and Credit,
with a PhD in Economic Sciences. He also holds an MBA degree from
the Stockholm School of Economics.

In the period between 1989 and 1998, he worked at JSC Komineft,
where he rose from the position of geologist to Director of Production.
From 1998 to 2000: General Director of JSC Tebukneft.
In 2000, Mr Klinchev was appointed first Deputy General Director in
the Federal State Unitary Enterprise Ukhtaneftegazgeologiya.
In 2003, he worked at Zarubezhneft, occupying top positions in the
Projects development and Implementation Division.
From 2004 to 2008, he was First Vice-President, and later General
Director of RMNTK Nefteotdacha.
Since 2008: General Director of Joint Company RUSVIETPETRO.

Since 2001, Mr Ozerov has been working in executive positions for
YUKOS-RM companies.
Since 2012: Advisor to the Director General of Lider Managing
Company (Gazprom) and then Major Projects Director for CJSC
Ryazan refining company (Rosneft).
Since October 2013: Deputy General Director for Downstream Sector
at Zarubezhneft
Not a shareholder.

Since February 2010: Deputy General Director of Zarubezhneft.
Mr Klinchev was awarded a Diploma of the Ministry of Industry and
Energy of Russia and the titles of “Honorary Oilman of Russia” and
“Honorary Worker of the Fuel and Energy Complex”. He has also
been honoured with a governmental award by the Socialist Republic
of Vietnam.
Not a shareholder.
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Deputy General Director For External
Affairs
Alexander Y. Voronin

Deputy General Director For General and
Human Resources Management Issues
Alexander P. Kovalenko

In 1983, Mr Voronin graduated from the Faculty of Computing
Mathematics and Cybernetics at Kazan State University (KSU),
named after V.I. Ulyanov-Lenin, with a specialisation as an economistmathematician. In 1987, he completed postgraduate studies at KSU.

Mr Kovalenko graduated from the Military Academy and the Military
Institute of the Ministry of Defence of the Russian Federation. He
occupied various posts in the Ministry of Defence of the Russian
Federation.

He is a PhD in Economic Sciences (1988), Grand PhD (2005),
Associate Professor (1992), and Professor of the Economics
Department of Kazan State Technical University (2010).

From 1992 to 2000, he worked as First Deputy General Director at
Pronto-Moskva International Holding.
Since 2002, he has been Deputy General Director of Zarubezhneft for
General and HR management issues.

..
Mr Voronin had practical training at the University of Gottingen,
Germany (1991) and the Academy of the State Service at the
President of the Russian Federation (2005).

He has been honoured with state awards by the Russian Federation.

From 2000 to 2002: Head of the Department of Foreign Economic
Activities at Slavneft Oil and Gas Company.

Not a shareholder.

From 2002 to 2004: Deputy Minister of Energy of the Russian
Federation, responsible for foreign economic activity.
Since April 2004: Deputy General Director of Zarubezhneft.
By the Decree of the President of the Russian Federation, in 2003
Mr Voronin was given the rank of Full State Advisor 2nd Class of the
Russian Federation.
He was also awarded the title of “Honorary Power Engineer of the
Russian Federation”.
Not a shareholder.
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DIVIDEND POLICY
The dividend policy of Zarubezhneft was approved in 2011 at the
meeting of the Board of Directors on 28 October 2011 (Minutes of
Meeting No53).
In accordance with the dividend policy, Zarubezhneft will ensure
that the annual growth of the dividends paid in favour of the Russian
Federation, provided that the net profit of the Company increases and
all investment projects of Zarubezhneft, and carried out in accordance
with the Company’s business plan approved by the Board of Directors,
are successfully realised.
The basic principles of the Zarubezhneft dividend policy are:
•• Optimum configuration of interests of the company and its
shareholders;
•• Respect for, and strict observance of, shareholders rights as
presumed under Russian Federation law;
•• Annual allocation of part of the Company’s profit for the payment of
dividends and use of the profit remaining at the Company’s disposal
both for formation of reserve funds and for funding the investment
activities of the Company.

OVER A PERIOD OF SEVERAL YEARS, ZARUBEZHNEFT HAS REMAINED ONE OF THE TOP
RUSSIAN COMPANIES IN TERMS OF DIVIDEND AMOUNT TRANSFERRED TO THE BUDGET
OF THE RUSSIAN FEDERATION.

76

contents
previous chapter

next chapter

HR POLICY

OCCUPATIONAL HEALTH, INDUSTRIAL
SAFETY AND ENVIRONMENTAL
PROTECTION MANAGEMENT

ETHICS
AND DUE DILIGENCE

ZARUBEZHNEFT |
2013 SUSTAINABLE DEVELOPMENT REPORT

APPENDIX

ANTI-CORRUPTION ACTIVITIES
In accordance with the requirements of the federal law dated 25.12.2008
№ 273-“On anti-corruption enforcement”, Orders of the President of
the Russian Federation dated 02.04.2013 № 309, “On the measures
for implementation of separate provisions of the federal law ‘On anticorruption enforcement’” (in edition of the Orders of the President of RF
dated 06.06.2013 № 546, dated 08.07.2013 № 613, dated 03.12.2013 №
878), dated 11.04.2014 № 226 “On the national plan for anti-corruption
enforcement for 2014-2015”, a complex of interrelated principles,
procedures and actual events aimed at preventing and eliminating
corruption in activities of the Company is being carried out.
Currently, the Company develops and implements comprehensive
and consistent measures to prevent and eliminate (minimise) any
causes and conditions generating corruption, to form an anticorruption conscience in its personnel characterised by intolerance
for any form of corruption.
•• A plan of measures for corruption prevention and anti-corruption
enforcement in Zarubezhneft has been developed. Additions to the
plan have been developed.
•• Changes to the Code of corporate ethics of Zarubezhneft have
been introduced.
•• An internal regulatory document named “Anti-corruption policy of
Zarubezhneft’” has been developed as a basis document for the
prevention of involvement in corruption and compliance with the
requirements of applicable Russian anti-corruption laws and also
applicable anti-corruption laws of any other country where the
Company carries out or plans to carry out activities.
•• A list of job positions associated with a high risk of corruption
has been approved, and special anti-corruption procedures and
requirements for the personnel replacing positions associated with
a high risk of corruption have been provided.

THIS ACTIVITY REFLECTS THE DEVOTION
OF ZARUBEZHNEFT TO HIGH ETHICAL
STANDARDS OF OPEN AND FAIR
BUSINESS TO IMPROVE CORPORATE
STRUCTURE BY FOLLOWING BEST
CORPORATE MANAGEMENT AND
BUSINESS REPUTATION MAINTAINING
PRINCIPLES.
•• A standard anti-corruption undertaking has been included in
contracts related to business activities.
•• Anti-corruption provisions have been included in the labour
contracts of Company personnel.
•• Zarubezhneft has joint the anti-corruption charter of Russian
business.
•• A hot line to inform on signs of corruption and fraud has been
established. Information is placed on the official site of the
Company.
•• Filing of the revenue, property and liabilities statements of
Company management and members of their families (DirectorGeneral and his deputies) has been arranged as well as submission
of statements to the State Service and Human Resources
Department of the government of the Russian Federation.
•• Regular control of economic justification of costs in the areas with
a high risk of corruption is being carried out.
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INTERNAL AUDIT
2013 was marked by key changes aimed at the improvement of the
whole system of corporate management of the Zarubezhneft Group.
Within the framework of implementation of the projects for the
improvement of corporate management system, an Internal Audit
Department has been established.
In the course of its activities, the department follows the guidelines
of the regulation on the internal audit of Zarubezhneft and regulation
on the Internal Audit Department that determine its main objectives,
tasks and functions. The internal audit process is regulated by a
system of internal regulatory methodological documents.
The department for internal audit also arranges the process of
revision of subsidiaries and actively interacts with departments of
Zarubezhneft during the performance of control functions in the area
of revision works.

THE MAIN OBJECTIVE OF THE INTERNAL
AUDIT IS TO PROVIDE THE MANAGEMENT
OF THE COMPANY WITH RELEVANT
AND JUSTIFIED WARRANTIES AND
CONSULTATIONS AIMED AT IMPROVING
THE ACTIVITIES OF THE COMPANY,
ITS BRANCHES, DIVISIONS AND
SUBSIDIARIES.

The main objectives of the department are:
•• Interaction with the management of the Company, the Audit
Committee of the Board of Directors, external auditors of
the Company, revision committees (auditors) and auditors of
subsidiaries;
•• Assessment of the effectiveness of risk management and
development of recommendations for the improvement of risk
management processes;
•• Assessment of the effectiveness of an internal control system
at the corporate level and at the level of business processes
and submission of conclusions on the efficiency issues to the
management of the Company.
The Internal Audit Department is directly subordinate to the DirectorGeneral of the Company. From time to time, the Head of Internal
Audit Department provides the Director-General of the Company
with the results of the work containing reports on the status of audit
plan performance and control and revision works for consideration.
Within the framework of tasks given to the department, the
interaction with the Company Risk Management Department is
conducted, and the results of internal audit are monthly reviewed
at the Zarubezhneft Risk Management Committee Meeting. The
solutions for the elimination of identified faults are developed in
conjunction with the heads of structural departments, and risk
prevention measures are also developed.

Internal auditing is performed to render assistance to the managing
authorities of the Company for the purpose of improving the
effectiveness of management processes and risk management and
control processes.
The activity of the Internal Audit Department is performed on the
basis of the risk-oriented audit plan approved by the management of
the Company.
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THE DEPARTMENT CARRIES OUT
UNINTERRUPTED MONITORING OF THE
INTRODUCTION OF RECOMMENDATIONS
UNDER THE RESULTS OF INTERNAL
AUDITING AND CONTROL AND REVISION
ACTIVITIES AIMED AT IMPROVING
THE INTERNAL CONTROL SYSTEMS,
RISK MANAGEMENT AND CORPORATE
MANAGEMENT SYSTEMS.
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Internal auditing in the Zarubezhneft Group is aimed at the
assessment of:

During the analysis of efficiency of corporate management, the
internal audit is aimed at the assessment of:

•• Reliability and effectiveness of control procedures in the
operational processes of activities and information systems used
within the Zarubezhneft Group;
•• Reliability and effectiveness of control procedures for the
preparation of financial and other types of reporting;
•• Reliability and effectiveness of control procedures for soundness
of assets;
•• Reliability and effectiveness of control procedures for the
effectiveness and practicability of use of resources;
•• Main elements of risk management system (objectives and tasks,
organisational structure, process arrangement, methodology,
reporting, interaction of departments in the framework of the risk
management system);
•• Completeness of identification and correctness of risk assessment
by the heads of audited units;
•• Effectiveness of measures for risk management in the
Zarubezhneft Group.

•• Compliance with the ethical principles and values in the
Zarubezhneft Group ;
•• Procedures for interaction between the departments of the

Company and subsidiaries;
•• Compliance with the requirements in part of disclosing information
on the activities of the Zarubezhneft Group;
•• Order for setting objectives and monitoring of their achievement.

TECHNOLOGICAL AND PRICE AUDIT
In 2013, Zarubezhneft began the development of four blocks of
Central-Khoreyver uplift in the Nenets Autonomous Area. During the
preparation of the pilot investment project “Comprehensive project for
the development of CKU fields on the Block 1-4”, the Company used
both internal and external technological and price audits.
According to the results of TPA, the project was assessed as justified
and true. The assessment and planning of investments was made on
the worked-out level that provides minimisation of risks during project
implementation.
The main provisions of the project are formed on the basis of the
worked-out analytic information: reporting, analytic and management
documents justifying the project, including management reporting,
accounting data and capital construction management data of the
enterprises, well drilling reporting data, and options for project
development.

An analysis of prices for materials has shown that the value of
materials included in the projects generally corresponds with
market price levels. The analysis concludes that data on its current
performance reflected in the project are justified.
According to the indicators of oil production self-cost, the project
complies with average industrial values. The project complies with
the average industrial indicators of environmental protection and
labour safety, and by some indicators, such as number of oil spills and
production injury, it is one of the best in the industry.
Implementation of such audits allows the Zarubezhneft Group
to optimise project and technological solutions, increase the
effectiveness of budget funds used, and decrease the cost, shorten
the project implementation term and increase the environmental
safety of projects, as well as creating energy efficiency.

The analysis of specific indicators of construction value, including
materials and equipment, for compliance with market values has
shown that estimated values of subfacilities construction included in
the project do not exceed specific indicators for the facilities that have
been built between 2005–2012.
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TASKS AND PROGRAMME
OF INNOVATIONAL DEVELOPMENT
As a representative of state interests on the global stage, and
following both modern trends for oil and gas business development
and state policy priorities, Zarubezhneft pays special attention to the
development of competitive scientific and technical policy, bringing a
strategic and innovative approach to the issues of the development
and operation of fields and transfer of business processes.

2013 WAS A YEAR SPENT SEEKING NEW
METHODS OF GROWTH AND INCREASED
EFFECTIVENESS IN ALL AREAS OF
PRODUCTION AND ORGANISATIONAL
ACTIVITIES FOR ZARUBEZHNEFT.

The aims of Zarubezhneft in the field
of innovational development are:

1

Increase of profitability and economic efficiency
in Company activities of through the development of
innovation;

2

Decrease in the self-cost of production by implementing new
technologies;

3

Strengthening the competencies and ensuring the
technological leadership of the Company by key
competencies: production of HTR and unconventional
hydrocarbon reserves;

4

Establishment of Zarubezhneft as high-tech energy
company.

List of priority innovational projects of 2013
Project
implementation term

Project name

Main objective of the Programme

Development of technology for the creation
of low-permeability carbonate reservoirs by
thermal and gas treatment

Enhanced oil recovery (increase of displacement ration) due to changes
of formation fluids and rock properties.
Potential increase of oil recovery factor up to 10 decimals.

2013–2018

Application of technology of thermal-andhydrodynamic control over fractured granitoid
development

Increase of drilling efficiency due to increase of quality of localisation of residual
reserves in the fractures of oil-producing granitoids.
Potential increase of drilling efficiency up to 20%

2013–2017

Development of comprehensive technology
to facilitate hydrocarbon deposits in the
basement

Increase of efficiency of search and geologic exploration in the basement
by means of forecasting oil-producing areas

2013–2015

Development of technology for decreasing
hydrophobic properties of reservoir rocks of
CKU fields

Increase of oil recovery factor of the fields by increasing displacement ratio
and decreasing water-cut.
Potential increase of oil recovery factor to 10 decimals.

2013–2014

Implementation and introduction of the
technology and solutions for isolation of
behind-the-casing and intrastratal flows for
carbonate reservoirs of CKU fields

Increase of oil production rate by isolating water-cut intervals.
Decrease in operational costs.

2013–2015

Survey of the impact of geologic and
mechanical processes on the development of
the Visovoye field

Increase of oil displacement efficiency by adapting the development system
to the available fracture network

2013–2020

Establishment of automated system of
centralised acquirement and processing of
geologic and production data

Automation of business processes of development and production
management at the fields of the Company

2013
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The Company intends to increase the costs for scientific research and development:
Indicator
R&D costs, million roubles*
Share of R&D costs in the revenue, %*

2014

2015

2016

2017

2018

124.5

133

134

141

157

0.4

0.41

0.43

0.45

0.46

* The approved budget of design and survey projects for 2014 is 175 million roubles. Taking into consideration design and survey projects revision and
potential decisions on the temporary suspension of projects, an adjustment of the budget within the framework of the approved R&D costs and share of
revenues is possible.

One of the main strategic factors for the development of the
Company for the period up to 2020 is the development of
technological and organisational competencies that will allow us to
increase labour efficiency and significantly increase the oil production
rate by 2016, with plans to double the 2013 rate by 2020.
In April 2013, the Zarubezhneft Board of Directors approved the
revised edition of the innovational development programme with a
clarified projects portfolio.
The main directions of technology development in accordance
with the programme for 2013-2015 are associated with large
technological challenges for the Company in the area of oil and gas
production:
•• Development of fractured hydrophobic reservoirs;
•• Development of terrigenous reservoirs of block structure
insignificant in size;
•• Development of difficult fields with an imbalanced development
system, including those at a late stage.
The total budget for the implementation of the projects of the
innovational development programme in 2013 was 156 million
roubles.

During the reporting year, all works anticipated in the project
schedule were completed, with R&D financing totalling 83.6 million
roubles.
The share of R&D costs was 0.38%. This is higher than the
level of R&D costs recommended by the federal agency for the
management of the state property (0.3%).
In 2013, the project “Application of technology of thermal-andhydrodynamic control over fractured granitoids development”
was successfully completed. The objective of this project was
the localisation of residual reserves in basement reservoirs. The
expected effect from the implementation of the results of the
project on the Bach Ho field alone may yield up to 6 million tonnes
of accumulated oil production to 2029.
Within the framework of implementation of the project for the
first time, the tensor nature of fracture permeability has been
considered, correct adaptation of tensor hydrodynamic model
has been arranged, and a residual reserves distribution reliability
assessment has been carried out.
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INNOVATIONAL DEVELOPMENT
MANAGEMENT
During 2013, all projects of the programme at each stage of implementation,
in accordance with regulation accepted by the Company, underwent mandatory
procedures of review and acceptance by collegial authorities at Zarubezhneft.
The projects of the programme successfully passed each checkpoint, and
the expected results have been obtained.
The work programme of the centre for 2013 included forming a list
of key problems in the development of fractured reservoirs and their
relationship with physical and chemical properties. By the end of 2014,
the work to devise a method of hydrophobic reservoir development
management should be completed.

THE TOOLS NEEDED FOR THE SEARCH,
SELECTION, IMPLEMENTATION AND
CONTROL OF THE INTRODUCTION
OF NEW PROJECTS HAVE NOW BEEN
ESTABLISHED, AND WILL ENABLE
THE EFFECTIVE MANAGEMENT OF AN
INNOVATIONAL PROJECTS PORTFOLIO
FOR THE COMPANY.

The competencies centre for local isolated object development design
is a division of the institute established for the purpose of developing
a standard methodology for the geological survey of local objects
and geological and technical justification for marking out production
objects; providing technical and economic efficiency in reserves
development with higher levels of oil and gas production.

For the purpose of developing our own breakthrough technologies,
ensuring scientific and design support for difficult reservoirs in the
Company portfolio, corporate scientific and technical centres for the
Zarubezhneft Group have been established, focusing on key issues of
geology and development of complex fracture hydrophobic reservoirs:
•• Fractured hydrophobic reservoirs
•• Design of local isolated objects development.
The main objective of the centres is to increase of efficiency in the
development of new fields of the Group, including prospective tasks.
The competencies centre for fractured hydrophobic reservoirs is
a creative group established for the purpose of development of a
standard (guidelines) defining the volume and sequence of research
to arrange an effective oil recovery process and field development
management.
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In 2013, a general concept of geological and production analysis of
local objects was developed, and on the basis of the example of the
Upper Oligocene of White Tiger field, a new geological basis with
area-differentiated reserves gravity has been devised for the purpose
of the technical and economic assessment of development system
options for extension.
Along with research and development, the Company also carries out
active work for testing and introducing new technologies, including the
existing technologies of other suppliers and contractors.
Within the framework of the development of the technical testing
system, the internal regulatory documents that have governed the
work of the scientific and technical council of Zarubezhneftsince
2001 and which are designed to the coordinate and control scientific
and technical standards have been upgraded. The documents were
created to increase the efficiency of activities for the development of
oil and gas resources; the determination of main trends and scientific
and technological priorities for the development of the country.
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IN 2013, MORE THAN 25 PROJECTS FOR THE TESTING OF NEW TECHNOLOGIES
WERE COMPLETED IN THE PRODUCTION DEPARTMENTS OF THE ENTITIES OF
THE ZARUBEZHNEFT GROUP.
The scientific and technical council performs technical testing and
assessment of project documentation for reserves calculation, field
development and construction, review of technical and economic
justifications, technical and economic evaluations of innovation
projects.

The total number of patents registered for theZarubezhneft” Group, as
of December 2013, is 40 (including 5 for the period of implementation
of the innovational development programme 2012-2013). In addition,
during programme implementation, 12 applications for patents were
drafted and submitted by the Zarubezhneft Group.

Zarubezhneft carries out active work to identify the possible
protectable results of intellectual activities and to provide their legal
protection.
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COOPERATION IN THE AREA
OF INNOVATIONAL DEVELOPMENT
In 2013, leading scientific and production enterprises were engaged in the
implementation of the programme projects, including the design, scientific
and research and service objectives of the Zarubezhneft Group.
Within the framework for the implementation of innovational projects we have seen significant international cooperation.
•• Within the framework of the project for the development and
introduction of the technology of hydrophobic properties decrease,
works have been carried out in partnership with the University of
Stavanger (Norway).

•• In the course of cooperation, there has also been an exchange of
knowledge on the technology and experimental methods.

Research conducted together with the university has allowed the
assessment of prospects for the implementation of the smart water
technology at Zarubezhneft Group sites, both on the basis of workedout (closed) experimental methods and on the basis of closed
correlation bases.

The registration of joint patent rights for the new enhanced oil
recovery method has been carried out within the framework of the
project.

ZARUBEZHNEFT UNDERSTANDS
THE IMPORTANCE OF MUTUALLY
BENEFICIAL COOPERATION AND
PLANS ON EXTENDING ITS LIST OF
STRATEGIC PARTNERS IN RESEARCH AND
DEVELOPMENT AMONG EDUCATIONAL
INSTITUTIONS, SCIENTIFIC ENTERPRISES
AND SMALL AND MEDIUM INNOVATIONAL
BUSINESS ENTITIES.
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Within the framework of implementation of the Visha-Termogaz
project, we have engaged in cooperation with Belorusneft. This
project assumes the development and production tests of a new
enhanced oil recovery method – thermal gas treatment. The
thermal gas treatment method has been implemented abroad
for the first time in application to low permeability carbonate
reservoirs.


Within
the framework of the implementation of its innovational
development programme, Zarubezhneft has partnered with several
higher education entities and scientific enterprises for the joint
implementation of innovational projects, scientific and technical
forecasting, training and special training of the personnel.
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Current partners of the Zarubezhneft Group include: Gubkin Russian
State Oil and Gas University, Lomonosov MSU, Ukhta State Technical
University, MGIMO, MFTI, Nevelskiy Sea State Institute, Samara
State Polytechnic University, Chelyabinsk State University, Tyumen
State Oil and Gas University, Samara State University, Samara State
Economic University, and Povolzhye State Telecommunications and IT
University.

IN 2013, ZARUBEZHNEFT HELD AN OPEN
MEETING WITH THE PARTICIPANTS
OF THE TECHNOLOGICAL PLATFORM
FOR THE PURPOSE OF DEVELOPING
A STRATEGY FOR COOPERATION
BETWEEN THE PARTICIPANTS OF THE
INNOVATIONAL PROCESS THAT ENSURES
THE COMPLIANCE OF INNOVATIONAL
DEVELOPMENTS AND PROJECTS WITH
THE ACTUAL NEEDS OF THE INDUSTRY.
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With a view to increasing the effectiveness of cooperation with
small and medium business entities in the area of innovational
development, work began in 2013 to form a “single window”
system and the development of internal documents regulating
our partnerships with small and medium business entities. Those
partnerships include work conducted for the purpose of introducing
innovational products and results of scientific and research, design
and experimental and technological works into the activities of the
Group of Companies.
Underscoring the belief of Zarubezhneft in the private-state
partnership mechanism as one of the important instruments
for innovational development, the Company is a participant in
the technological platform “hydrocarbon development and use
technologies” and participates in the activities of the Supervisory
Council of the National Oil and Gas Institute (NOGI) – the coordinator
of technological platforms in upstream and downstream sectors.

Zarubezhneft understands the importance of mutually beneficial
cooperation and plans on extending its list of strategic partners in
research and development among educational institutions, scientific
enterprises and small and medium innovational business entities.

As part of its cooperation with the Platform and National Oil and Gas
Institute, the Company is seeking potential partners for scientific
and research works in the areas of design and experimental events,
drilling and development, production intensification, the study and
development of enhanced oil recovery methods, offshore field
development technologies, scientific and technological forecasting
and the exchange of information in the area of innovational
development.

The Company develops mutually beneficial cooperation with
scientific enterprises to undertake joint scientific and research and
technological works. In 2013, twice the volume of R&D conducted by
scientific enterprises under Company direction was completed.
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ARRANGEMENT OF INTERACTION WITH STAKEHOLDERS
AS A BASIS FOR RESPONSIBLE BUSINESS PRACTICE
Interaction with stakeholders is one of the strategic directions of ensuring the stable
development of Zarubezhneft as we pay greater attention to our corporate social
responsibility.
During interaction with key groups, the Company considers different
aspects and aims for a balance of all interests as we move towards
achieving our sustainable development objectives. Special attention
is paid to the adjustment of activities, including in accordance with
the expectations, critical comments and wishes of stakeholders, but
without prejudice to the priorities of the progressive development of
the Company.

Any agreement regarding Company and stakeholder interests on
particular issues is part of direct dialogue with stakeholder through
negotiations, participation in joint workshops and permanent
committees, conferences and forums, other meetings, and in the
process of implementation of particular projects.

ONE OF THE OBJECTIVES OF
COOPERATION WITH STAKEHOLDERS IS
THE ESTABLISHMENT OF FAVOURABLE
CONDITIONS FOR BUSINESS IN RUSSIA,
REGIONS AND IN THE COMPANY’S
COUNTRIES OF OPERATION.

The key groups of stakeholders that directly and significantly affect the
activities of the Company in the regions and countries of presence are
identified as follows:
••
••
••
••
••
••
••
••
••
••
••

Shareholders
Personnel of the Company
Investment community
Business partners
State authorities at the federal level
State authorities at the local level
Local communities in the regions of operation
Social and non-commercial organisations
State organisations in the regions of operation
Suppliers and consumers of services
Mass media and others

The principles and procedures of interaction with stakeholders are
reflected in the corporate ethics code of the Company. Zarubezhneft
maintains a policy of informational transparency aimed at providing
stakeholders with true and complete information on its primary
activities. Similarly, the Company uses different forms and methods of
information and feedback and implements the most effective means
of communication.
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Most of the modern international standards of social responsibility and
non-financial (sustainable development) reporting provide the principles
and processes for interaction of the company with its stakeholders.
The management of these interactions is also directly connected with
the management of non-financial risks when the implementation of
projects or events faces the conscious or unconscious opposition of
stakeholders.
The basis for many non-financial risks of the companies today is
uncertainty due to the free choice of behaviour of independent
stakeholders. Management of this source of uncertainty must be
carried out using new methods not covered the financial and technical
risk management analogues. Here, dialogue with all stakeholders takes
priority. The opportunity to influence stakeholder behaviour derives
from socially responsible behaviour by the Company, which aims to
interact with stakeholders through a system of constant analysis,
understanding and searching for mutually beneficial solutions.
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The tools of social responsibility and non-financial risk management in
working with stakeholders usually consist of the following:
Identification and ranging of stakeholders
Composition of “stakeholders cards”
Identification and monitoring of risk situations
Scenario analysis of behaviour and interaction of the company with
its stakeholders
•• Development of the projects of the company aimed at stakeholders
and constructive and neutralising interaction with them
•• Holding annual open dialogue as part of the non-financial reporting
process that includes the highlighting and discussion of problems
and successes of interaction of the Company with its stakeholders.
••
••
••
••

ONGOING INTERACTION WITH
STAKEHOLDERS ALSO ALLOWS THE
COMPANY TO FIND AND INITIATE NEW
JOINT INNOVATIONAL PROJECTS FOR
THE MUTUAL BENEFIT OF, AND IN THE
INTERESTS OF, ALL PARTIES.
Work with the stakeholders of Zarubezhneft is aimed at the
construction of an interaction management system that will predict
and decrease most of the non-financial risks that may impact the
Company.

INTERACTION WITH SHAREHOLDER,
INVESTMENT ENTITIES AND BUSINESS PARTNERS
The only shareholder of the Company is the state, represented by the
federal agency for the management of the state property. The priority
attention is paid to the unconditional compliance with current laws.
Full and timely disclosure of information on all aspects of the activities
of the Company is provided.
The main mechanism for the participation of the shareholder in the
work of the Company is the Board of Directors, members of which are
approved by the government of the Russian Federation. Members of
the Board receive information on the agenda of each meeting in time
and in full.
Significant attention is paid to our work with potential investors and
business partners, in the context of which the Company aims to
increase both transparency and levels of trust in its relationships with
current partners.
For the purpose of implementation of such policy regular negotiations,
talks and meetings are being carried out. Work to increase the
awareness of all stakeholders is also ongoing.
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INTERACTION WITH STATE AUTHORITIES

Zarubezhneft is the only 100% atate-owned oil company in Russia.
This means the Company must bear extra responsible both in its
cooperation with state authorities in Russia and abroad and in its
relations with local communities.
The strategic aim of such interaction is the improvement of the
balance of interests of the state, the regions of presence and the
Company in the context of improving the social, economic, and legal
conditions for project implementation.
The Company cooperates with state authorities in different areas,
including the development and improvement of industrial laws that
affect the efficiency of its activities.
Company experts monitor the legislation in the regions of operation
and possible activities and analyse current legal acts for the purpose of
improving them. Company representatives also take part in industrial
workshops, expert councils, and round tables, held with the support of
state authorities. Director-General S.I. Kudryashov is the head of the
workshop for fuel and energy complex issues at the President of the
Russian Federation that deals with the strategy of development of fuel
and energy complex and environmental safety.
In addition, Company representatives take part in industrial working
meetings arranged by regional administrations and in workshops at
the Russian Ministry of Energy, Ministry of Economic Development
and Ministry of Nature, and also in a number of meetings with
state authorities for all issues related to the current and perspective
activities of the Company, both domestically and internationally.
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THE COMPANY DEVELOPS ITS RELATIONS
WITH STATE AUTHORITIES ON ALL
LEVELS, BOTH IN RUSSIA AND IN THE
COUNTRIES OF PRESENCE.
Regular dialogue with state authorities is the most important means
of decreasing the risks involved in the implementation of Company
projects and also a way of prompting effective and timely responses
and solutions to problematic issues via relevant legislation.
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INTERACTION WITH SUPPLIERS
AND CONSUMERS OF SERVICES
For the purpose of improving the quality of our work, the Company
continuously strives to improvement its system of cooperation with
suppliers, contractors and consumers.
During its interaction with suppliers, the Company follows the
principle of compliance with business ethics, maximum transparency,
awareness, establishment of competitive conditions, and a lack of
discriminating and limiting conditions for all parties.
The Company aims to develop comprehensible conditions of trade
procedures in order to procure an optimal choice of suppliers
and conditions. This work is aimed at increasing the Company’s
effectiveness in all areas by target and by using economically efficient
expenditures for the purchase of goods, works and services.
As a rule, the Company chooses its suppliers in all fields of activities in
accordance with the results of open bidding processes with unlimited
number of participants. This results in fewer factors influencing the
winner of the bidding.
The transparency of the procedure is achieved by through the use
of leading-edge technologies, including electronic commerce and
electronic document flow.
All applicable rules, conditions for participation, the annual purchase
plan, and bidding terms are published on the Company’s official
website of the Comany and are available for all interested parties.
Information on procurement, including notice periods, procurement
documentation, and draft contracts, are also published on the
Company’s official website.

IN ITS WORK WITH CONSUMERS,
THE COMPANY PUTS SIGNIFICANT
EFFORT INTO PRESENTING ITSELF AS A
RELIABLE AND RESPONSIBLE PARTNER.
MEASURES TO INCREASE THE QUALITY
OF INTERACTION, AWARENESS AND
TRANSPARENCY ARE BEING CARRIED
OUT. THE COMPANY CONSISTENTLY
PROVIDES HIGH DEGREE OF
SATISFACTION OF CONSUMERS WITH ITS
GOODS AND SERVICES.
In 2013, the Company received letters of appreciation about the
quality of its oil and the reliability of its from oil trading companies such
as PV OIL and Glencore UK Ltd.:
“…. As an entity that sells oil supplied by JV Vietsovpetro, the PV
OIL Corporation expresses its gratitude to the Russian Party –
Zarubezhneft for the long-term cooperation in the field of stock oil
delivery and sale.
The quality of the supplied oil complies with international standards
and their requirements, which is confirmed by quality certificates….”
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LOCAL COMMUNITIES AND SOCIAL ACTIVITIES
IN THE REGIONS OF OPERATION
In 2013, in the course of implementation of foreign projects, the Zarubezhneft
Group followed accepted standards of social responsibility and took an active role
in the social and community activities in its regions of operation, in accordance with
the priorities of external policy of the Russian Federation.
Russian
Federation
••
••
••
••
••
••
••

Zarubezhneft
JC RUSVIETPETRO
Giprovostokneft
VNIIneft
Orenburgnefteotdacha
Ulyanovskneftegaz
Zarubezhneftestroymontazh

Socialist Republic
of Vietnam

Bosnia
and Herzegovina

•• JV Vietsovpetro
•• Representative office in Hanoi
•• Representative office
in Vungtau

•• Companies of the Bosnia and
Herzegovina Group

Cuba
•• Branch and Regional office
in Havana

In large part, the success of the Company and its status is determined
not only by production and financial indicators, but also by the degree of
its social responsibility. Support for social and charity programmes and
help in the regions of operation are one of the most important parts of
the corporate strategy of Zarubezhneft Group and they aid in constructive
dialogue with the state and community.
Zarubezhneft is an active participant in discussions on the development
of the international and Russian fuel and energy complex. During the
reporting period, the representatives of Zarubezhneft have taken part in:
Activities of APEC
Work of ASEAN
Work of the EU energy community
Energy dialogue between Russia and OPEC, including a “shales”
workshop
•• Events sponsored by the International Energy Agency.
••
••
••
••
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During 2013, Zarubezhneft has become a member of:
•• An expert and consultant council for the issues of international
energy cooperation
•• Russian organisational committee of the World Petroleum Congress
The company pays close attention to the social and economic
development of its regions of activity in its work. For this purpose, it
works with the representatives of local communities. The aim of this
work is to establish favourable conditions for the implementation of
projects.
In course of the development of principle decisions in the countries
where Zarubezhneft operates, the opinion of local communities and
noncommercial entities is always taken into consideration.
The Company has established tight connections with all representatives
of local communities, both at government and community level. An
important part of our engagement work is participation in the life of
local communities – such as arranging regional events, engaging local
personnel, and through charity and material aid.
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SOCIAL EVENTS

IN ACCORDANCE WITH THE PRINCIPLES OF SOCIAL RESPONSIBILITY, THE ZARUBEZHNEFT
GROUP TAKES AN ACTIVE ROLE IN FACILITATING REGIONAL DEVELOPMENT IN PARTNERSHIP
WITH MUNICIPAL AUTHORITIES, INCLUDING THE DEVELOPMENT OF INFRASTRUCTURE
IN CITIES AND VILLAGES, THE CONSTRUCTION OF SOCIALLY VALUABLE FACILITIES,
AND ASSISTANCE IN SOLVING SOCIAL AND ECONOMIC DEVELOPMENT ISSUES.
•• In connection with Arktikmorneftegazrazvedka obtaining
a subsoil licence for the Peschanoozerskoye oil and gas
condensate field, and under the terms of its contract, the
Company has implemented financing for social and economic
development in the Nenets Autonomous region;
•• As a participant in the Kharyaga PSA, Zarubezhneft has
sponsored a production development project and offered its
assistance in improving the living conditions of members of the
Put’ Ilyicha agricultural production cooperative;
•• Under an agreement on joint cooperation signed with the
administration of the municipal unit of the north district of the
Orenburg region, Orenburgnefteotdacha renders assistance
in solving regional social problems and the protection of water
resources, atmospheric air, and soil. Monetary support has also
been provided to the municipal unit of the Kursko-Vasilyevskiy
village council of the north district of Orenburg region,
Kamennogskiy village council to help celebrate the Elderly Day.
•• Under the terms of cooperative agreements signed with the
administration of the Nenets Autonomous Area, the municipal
unit of Usinsk city district and the agricultural production
cooperative Put’ Ilyicha, the Company has developed a
programme for the social and economic development of the
regions of operation of JC RUSVIETPETRO. As a result, the
following assistance has taken place: the support of native
people in the High North, social and cultural cooperation with
Baria-Vungtau province and Administation of NAA, participation
in projects for the development of the social infrastructure of
the regions, participation in the construction of a school for 300
pupils in Krasnoye village (NAA), provision of urban amenities in
Usinsk town, painting of residential houses on Molodyozhnaya
Street in Usinsk town, repair of the child health care centre in
Usinsk town, purchase and installation of a bread baking unit in
Ust’-Usa village, purchase of a motor boat for municipal needs,
and financial support of the Russian Federal Security Service
Directorate for the Republic of Komi to construct a base for
operative and military training and the holding of ceremonial
events;

•• Each year, the parties of JV Vietsovpetro allocate significant
funds from their oil and gas production activities to render social
aid to the provinces, districts and villages of Vietnam. In 2013,
these funds were used to aid in the construction of kindergartens
and schools in the villages of Vietnam, in the construction of
medical stations and the purchase of medical equipment for
hospitals, in the construction of dormitories for the society of
persons who have suffered from chemical weapons, and in
planting trees for the improvement of the Russian-Vietnamese
memorial Cam Ranh.
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A KEY COMPANY PRIORITY IS TO AID THE MOST VULNERABLE SOCIAL GROUPS. THIS
INITIATIVE ASSUMES THE IMPLEMENTATION OF MEASURES FOR PROVIDING TARGET
MATERIAL AID TO ORPHANAGES, VETERANS AND DISABLED ORGANISATIONS, LOW
INCOME FAMILIES AND OTHER VULNERABLE SOCIAL GROUPS; HIGHLIGHTING THE SOCIAL
SIGNIFICANCE OF MOTHERHOOD, OFFERING AID TO DECREASE THE NUMBER OF ORPHANS,
AND PROVIDING ASSISTANCE FOR ORPHANS AND UNDERAGE CHILDREN.
•• ZNSM offers humanitarian aid to help the parents of children and
underage children with special needs and disabled persons – and
the “Shag Nadezhdy” helps to treat sick children in the Republic of
Srpska, Bosnia and Herzegovina.
•• Zarubezhneft continuously gives charitable aid to the orphanage
at the Church of St Philip in Moscow, where orphans study in the
“family education school” and feel that they are not alone in this
world;
•• Through the “help to prepare for school” programme,
Ulyanovskneftegaz has given financial aid to the municipal unit of
Novospasskiy district for children from vulnerable social groups;
•• As part of its goal to providing long-term support for the special
school and foster home sponsored by Arktikmorneftegazrazvedka,
presents for the New Year celebration have been bought;
•• Giprovostokneft provides regular aid to the Solnyshko orphanage
in Samara, which educates orphans, disabled children, children
of HIV-positive mothers and children deprived of parental care. It
also, as part of a charity event, provides funds to buy New Year’s
presents for the children of soldiers killed in action;
•• Thanks to voluntary donations by the experts of the Russian Party
of JV Vietsovpetro, bicycles have been bought for children from
low income villages in the Baria-Vungtau province, Vietnam;
•• In order to strengthen the institution of the family and increase
its social status, Orenburgnefteotdacha annually sponsors the
“Best multi-child family of the Orenburg region” contest, provides
support to the families with children registered at social care
facilities, provides sponsorship for the administration of the
municipal unit of Kamennogorskiy village council to buy presents
for the children of Kamennogorskoye village for the New Year
Costume Party, and has given support to the Buguruslan central
town hospital for children in need of treatment and medical
rehabilitation at the health improvement camp;
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•• In 2013, JV Vietsovpetro arranged accommodation and recreation
for children from the Yamalo-Nenets Autonomous Area orphanage
and foster house in Vietnam. Assistance has also been given
to the sailing ship Nadezhda to enter the port of Vungtau. The
crew of this ship is comprised of the students from the Far East
University;
•• JC RUSVIETPETRO has provided financial help to purchase a
portable classroom for the Nenets special school – as well as
aiding a foster house and giving a charitable contribution to the
“Illustrated books for the little blind children” fund to buy a set of
books known as the Atlas of Perception of Illustrations.
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THE COMPANY CONDUCTS PURPOSEFUL WORK TO IMPROVE THE SOCIAL CLIMATE
IN PRE-SCHOOL EDUCATIONAL INSTITUTIONS: FUNDS FOR CONSTRUCTION, REPAIR AND
OUTFIT OF KINDERGARTENS ARE PROVIDED ANNUALLY.
•• Ulyanovskneftegaz has rendered aid to the secondary general
school №2 of Novospasskoye to purchase necessary materials,
to the Municipal preschool educational institution kindergarten
№21 to carry out the routine repair of the vegetable storage, to the
Novospasskiy kindergarten №7 to purchase a sewing machine to
repair bed sheets and uniforms.
•• Giprovostokneft annually supports talented children and the
Children’s School of the Arts, participating in the international
contest and festival “Two cats” in Moscow.
•• As a participant in the Kharyaga PSA, JSC “Zarubezhneft” gives
voluntary donations to Secondary General School №2 for the
purpose of purchasing and installing a school radio station, and to
the “Children’s School of the Arts” to pay for the trip of pupils and
an accompanying teacher to the international children’s contest
and festival of children and youth arts “Future of the Planet” in
St Petersburg from November 2-9, 2013. The Company has also
provided assistance to arrange further training for the teachers of
the Children’s School of the Arts and to Naryan-Mar social and
humanitarian college n.a. I.P. Vyucheyskiy, for the purpose of buying
equipment for the medical class of the college.
•• Orenburgnefteotdacha has given assistance to arrange the New Year
play in the Buguruslan city drama theatre for children.
•• JC RUSVIETPETRO has also provided financial support to the
Naryan-Mar Children’s School of the Arts.

The companies of Zarubezhneft take care not only of children.
•• Ulyanovskneftegaz supports the union of retired people of Russia of
V.P. Galkina in arranging a festival dedicated to the 95th anniversary
of the All-Union Leninist Young Communist League.
•• JV Vietsovpetro has provided material support to the low-income
families of soldiers killed in action during the Vietnam War.
•• JC RUSVIETPETRO has provided financial support to the Usinsk
regional public organisation of veterans of war and labour to arrange
subscriptions to the Usinskaya nov newspaper.
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DEVELOPMENT OF SPORT AND SUPPORT OF HEALTHY LIVING
•• Zarubezhneft annually gives financial support to the Association of
Chess Federations for the successful implementation of its planned
projects.
•• There is financial support by Ulyanovskneftegaz for the Arsenal
hockey team of Novospasskiy district, participating in the Russian
national ice hockey championship, the V.S. Myshkin Cup, and for
the Neftyanik soccer team, participating in the regional soccer
championship.
•• Giprovostokneft has provided sponsorship aid to the youth soccer
team Krylya Sovetov (reserve) at the School of high sport mastery
№1 in Samara, to prepare and participate in the final all-Russian
contests, and it regularly supports sportsmen of the Alpha disabled
people’s sports club by helping them to develop, use their potential
and take part in Paralympic games.

•• JC RUSVIETPETRO gives financial aid to the administration of the
Usinsk city district for trips to international figure skating contests,
arranges helicopter transportation for the hockey team, and
sponsors the All-Russian Buran-Dey Ski-Doo contest, and the interregional sport dancing contest Rhythms of the Arctic.
•• Orenburgnefteotdacha provides sponsorship aid to the Neftyanik
soccer club that has played in the Soccer Championship of Russia,
Privolzhye region, 3 Division, for the past 12 years; to the Federation
of Table Tennis for the arrangement and holding of the open
personal and team City Table Tennis Championship dedicated to
the victory in the Great Patriotic War 1941-1945 and to the Day of
People’s Unity, and sponsors the Buguruslan Boxing Federation
for the holding of the XIV traditional All-Russian New Year Boxing
Championship.

A KEY SPONSORSHIP ACTIVITY FOR THE ZARUBEZHNEFT GROUP IS THE SUPPORT
OF HEALTHY LIVING AND VARIOUS YOUTH SPORTING ACTIVITIES.
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PRESERVATION OF CULTURAL AND HISTORICAL HERITAGE

THE ZARUBEZHNEFT GROUP GREATLY
CONTRIBUTES GREATLY TO THE SUPPORT
AND RESTORATION OF HISTORICAL AND
CULTURAL VALUES NOT ONLY OF OUR
COUNTRY, BUT ALSO OF REGIONS
OF PRESENCE.
Ulyanovskneftegaz has given material aid for the construction and
installation of the icon stand in the Spaso-Preobrazhenskiy Cathedral
in Novospasskoye, which has the status of a metropolitan cathedral.
Zarubezhneft is not indifferent to the sorrows of others. It has made
voluntary donations to the people of the regions who suffered as a
result of the wide-scale flooding in Summer 2013, namely Khabarovsk
region, Amur region, and the Jewish Autonomous Area.
For the purpose of humanitarian cooperation with Vietnam and
through JV Vietsovpetro, the Company annually provides material aid
to the Association of Vietnamese-Russian Friendship of Baria-Vungtau
Province and to the Association of Friendship Organisations in Ho
Chi Minh City for participation in diplomatic events arranged by the
Russian Consulate General in Ho Chi Minh City and dedicated to the
important events in the history of Russian Federation and Socialist
Republic of Vietnam. These events are also of great importance for
the further development of friendship between the peoples of both
countries.
VNIIneft has supported and participated in the All-Russian Youth
Science Conference with the participation of foreign scientists.
“Trofimukovskie chteniya 2013” was dedicated to the memory of
the Chief Geologist of Siberia, the discoverer of three of the world’s
largest oil and gas producing provinces, the academician A.A.
Trofimuk.
Representatives of Zarubezhneft in Hanoi and Vungtau provide
financial aid to the Russian Consulate General in Ho Chi Minh City for
holding a celebration of Russian National Day, to the Russian Embassy
for hosting protocol events, and for the support of the inhabitants of
provinces in SRV who have suffered from typhoons.

In accordance with the state objective of the necessity of forming
an educational system competitive on the world market that can
provide the Russian economy with qualified specialists capable of
increasing the educational level and scientific potential of the country,
Zarubezhneft provides charitable aid to the Gubkin Russian State
Oil and Gas University for the development and improvement
of the material base and to the National Oil and Gas Institute for
the operation of portals and maintenance of the internet journal
Hydrocarbon production and use technologies. It annually participates
in the scientific symposium “Theory and practice of implementation
of EOR methods”. JV Vietsovpetro has also donated funds for the
support of the Vietnam Oil and Gas Institute, for the construction of its
historical museum.
Giprovostokneft is one of the organisers and sponsors of the
IV International scientific symposium “Theory and practice of
implementation of EOR methods”.
Orenburgnefteotdacha has assisted in the construction of a
monument dedicated to the soldiers and internationalists who have
performed their duty in the territory of Afghanistan.
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Arktikmorneftegazrazvedka provides comprehensive aid and support
to help strengthen the defensive power of Russia, and for 14 years has
sponsored the ship-based interceptor Smolensk Red Flag regiment,
named after two-time Hero of the Soviet Union B.F. Safonov (military
unit 98613 МО). Aid was also provided for the celebration of the 40th
anniversary of the Smolensk Red Flag Regiment, the only one in
Russia using decking airplanes on the aircraft-carrying heavy cruiser
Admiral Kuznetsov.

This aid was noted by local authorities. Arkadiy Dvorkovich, Deputy
Chairman of the government of the Russian Federation for Fuel
and Energy Complex, expressed his gratitude in a letter sent to the
management of the Company.

Taking into consideration the long-term friendship and cooperation in
the field of politics, economy, education, culture and science between
the Russian Federation and Bosnia and Herzegovina of Nestro Petrol
A.D. provided fuel for the shooting of Love and War, the movie of
the famous screenwriter Emir Kusturica; fuel for the transportation
of humanitarian aid to the people of Kosovo, and assistance in
construction of the orthodox church in the village of Kruskik.

••
••
••
••
••

A total of 113 million roubles and their equivalent was spent by the
Zarubezhneft Group in 2013 for social and charity programme support,
including:
Zarubezhneft (32 million roubles).
JC RUSVIETPETRO (over 72 million roubles).
Giprovostokneft and VNIIneft (1.2 million roubles).
Orenburgnefteotdacha and Ulyanovskneftegaz (4.3 million roubles).
BiH Group of companies – over 100 thousand euros.

Zarubezhneft made the decision to transfer 10 million roubles for the
most affect flood regions – Khabarovsk territory, Amur region and
Jewish Autonomous Region. In addition, Company personnel have
collected their own funds, totalling more than 650 thousand roubles,
to aid flood victims.

Recipient

Type of charity/sponsorship

Support of poor and low-income social layers, orphan children and disabled people
Orphange at Church of St Philip, Moscow

Charity aid under letters

Development of educational and scientific programmes and professional training programmes
Gubkin Oil and Gas RSU

Charity aid under contract

NPO NOGI

Charity aid under contract

Support of healthy living, culture and sport, programmes in the field of construction and repair of educational and medical institutions, sport complexes
Association of Chess Federations, International Association of NGOs

Charity aid under letters

Preservation of cultural and historical heritage, patriotic events
Zarubezhneft branch in Vungtau

Financial aid to the consulate-general for the arrangement of Russia Day
reception

Zarubezhneft branch in Hanoi

Financial aid to the Embassy of the Russian Federation for the arrangement
of protocol events

Without intended purpose plan
Khabarovsk territory, Amur region, Jewish Autonomous Area
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Donation to provide assistance to the inhabitants of the regions who
suffered from the flood in Summer 2013
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INTERACTION WITH MASS MEDIA
Mass media plays an important role in forming and maintaining a
positive image of the Company and in strengthening its business
reputation in interested communities. An appropriate strategy of
interaction of the Company with the mass media allows us to inform
the community about our achievements in a timely manner.
As a 100% state-owned enterprise with a unique level of production
experience and a spotless reputation, Zarubezhneft is mostly engaged
in international projects, which entails not only economic but also
political considerations. For this reason, the Company’s media
relations strategy is both moderate and carefully thought out.
Zarubezhneft works with its own pool of journalists – the
representatives of information agencies, newspapers, radio and
television.
2013 was a year of renewal and significant steps ahead for the
Company. In the field of external communications, Zarubezhneft
was tasked with to improve the Company’s information distribution
policy and developing effective tools for its implementation based
on advanced informational technologies. There was also a need
to optimise and activate the process of interaction with the mass
media and with the expert community of the fuel and energy
complex. Zarubezhneft has created a unified strategy for the
distribution of information and interaction of Company personnel with
representatives of the mass media.

In 2013, there has been substantive work to improve interaction with
the subsidiaries of Zarubezhneft for the purpose of regular publishing
of press releases and the timely communication of events related to
the Company and subsidiaries to the community, and also to arrange
the permanent monitoring of both Russian and foreign mass media,
including media outlets in the regions of operation.
To improve the image and increase transparency of the Company, the
corporate website has been upgraded, becoming more informative
and optimised for visual reception. Zarubezhneft has also created an
official page on Facebook.
ZARUBEZHNEFT
FACEBOOK
OFFICIAL PAGE

MECHANISMS OF COOPERATION
For the purpose of improving the efficiency of interactions with
stakeholders, the following mechanisms of cooperation have been
determined:
•• Participation of the management of the Company in the
development of industrial legislation and an improved investment
climate for the Russian Federation
•• Communications with federal and local state authorities
•• Interaction with current partners in the framework of signed
agreements and contracts

••
••
••
••

Holding negotiations and meetings
System of corporate communications channels
Public opinion surveys in regions of operation
Participation of the Company in major industrial events in Russia
and abroad

These key aspects of interaction are reflected in the internal regulatory
documents and regulations of the Company.
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POLICY OF THE COMPANY
FOR PERSONNEL MANAGEMENT
The key factor for the sustainable development of Zarubezhneft and its
subsidiaries is its personnel. As the oldest employer in Russia and a major player
both at home and abroad, with high personnel potential level, Zarubezhneft
designs its HR policy to preserve and update the teams of experts capable
of managing the ambitious challenges of the Company.

In 2013, the Company approved an HR policy for 2014-2019 that is
geared towards efficient personnel support for the implementation
of the long-term strategy of the Group of Companies and towards
ensuring social security and improved working conditions for all
personnel.

The primary conceptual objectives of the Group of
Companies in its HR policy for 2014-2019 are as follows:

1

Improvement and development of the comprehensive system
for HR planning, taking into consideration of needs of the
business directions of the Group of Companies, their rational
allocation and efficient use;

2

Increase in professionalism of personnel of all management
levels, on the basis of development of a corporate system
of continuous education and improvement of a corporate
training system on the basis of professional standards, that
determine the requirements for content and labour conditions,
qualifications and competencies of personnel according to
different qualification levels;

3

Ensuring social security and improving labour conditions for
all personnel.

At a number of enterprises like AMNGR, Giprovostokneft, VNIIneft,
Orenburgnefteotdacha, Ulyanovskneftegaz and at the enterprises
in Bosnia and Herzegovina, collective labour agreements have been
implemented.
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Other enterprises of the Group have implemented regulatory
documents for the issues of labour arrangement (internal code of
labour conduct), salaries and motivation (Regulation of salary and
labour motivation), and provision of additional social warranties and
benefits (Regulation of social warranties and others), i.e. all issues
regulated by the Collective labour agreement.
All employees of the Group are therefore covered by the collective
labour agreement, ensuring warranties for labour arrangement,
salaries and social security.
In total, at the end of 2013, 304 people in the Group were working
under fixed-term employment contracts – in other words, 2% of the
total headcount.
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GENERAL INFORMATION (STRUCTURE, AGE
STRUCTURE, SALARIES AND BONUS SYSTEM)
61% of the personnel are involved in upstream activities, 89%
of whom are employees of the joint venture Vietsovpetro who
work in the territory of Vietnam. Around 20% of total downstream
personnel are located in Bosnia and Herzegovina.

THE NUMBER OF STAFF
IN THE ZARUBEZHNEFT
GROUP IN 2013

The average headcount of the Zarubezhneft Group decreased by 491
persons (-0.18%) in 2013, while manpower turnover was 10% (+1%
compared to the level of the previous year). These changes are the
result of optimisation measures introduced at the end of 2013.

PEOPLE

Taking into consideration that the field of oil production assumes
a large volume of heavy labour at the drilling rigs (especially JV
Vietsovpetro in Vietnam), men form 80% of the personnel of the
Group of Companies.

13,350

Structure of personnel of the Group of Companies by type
of activities in 2013, %

THE AVERAGE AGE OF THE PERSONNEL
IN 2013 REMAINED AT THE LEVEL OF 2012
AND WAS 41 YEARS FOR THE GROUP.
OVERALL, FROM 2010 TO 2013, GROUP
PERSONNEL DECREASED IN AGE BY TWO
YEARS, DUE TO THE IMPLEMENTATION
OF PROGRAMMES FOR SUCCESSION,
MANPOWER RESERVE DEVELOPMENT
AND THE ENGAGEMENT OF YOUNG
EXPERTS.

2%

17%

20%

61%

Upstream

Downstream
Services

Managing company

However, at the Zarubezhneft corporate headquarters, as of
31 December 2013, the total number of staff is 347 persons, 44% of
whom are women and 56% are men.
The age structure of personnel is traditionally divided in such way
that half of the employees fall between the ages of 30 and 50,
252
ensuring an optimum balance between physical capabilities and 1,459
working experience. The younger staff make up a significant part of
3,139
the headcount, at 20%.

Average number of the Zarubeczhneft Group staff
by segment, persons

13,374

7,754
2010

13,841

3,004

316 13,350 329
1,640
2,260
2,867
2,667

8,392

9,018

297
1,681

2011

2012

8,094

2013

Upstream

Downstream
Services

Managing company
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Zarubezhneft understands that the production processes of the
Company may have potential negative social and environmental
impacts. For this reason, the Company has taken a firm position on the
inadmissibility of employment of persons younger than 18 for work at its
production facilities, following both Convention 138 of the International
Labour Organisation’s 1973 guidelines on the minimum age of work and
Russian labour law.
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Age breakdown of personnel in 2013
20%

26 %

51%

THE MAJORITY OF OUR PERSONNEL –
66% – ARE GRADUATES OF POSTSECONDARY AND HIGHER PROFESSIONAL
EDUCATION, WHICH INDICATES THEIR
HIGH LEVELS OF QUALIFICATION.

29%
From 30 to 50
Over-50s

Under 30 years of age

There are also a significant number of employees – 34% – with
secondary school education. For this reason, the Group has begun to
develop education and training programmes for its personnel.

Personnel grading by education level in 2013

18%

Average age of the Zarubezhneft Group staff,
years
42.5

42.2

41.3

2%

41.5

46%

34%
Higher education
High education

2010

2011

2012
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Intermediate vocational education
Incomplete higher education

2013

contents
previous chapter

next chapter

HR POLICY

OCCUPATIONAL HEALTH, INDUSTRIAL
SAFETY AND ENVIRONMENTAL
PROTECTION MANAGEMENT

ETHICS
AND DUE DILIGENCE

ZARUBEZHNEFT |
2013 SUSTAINABLE DEVELOPMENT REPORT

APPENDIX

SALARIES AND SOCIAL POLICY
For the purposes of motivating personnel to achieve the objectives
of the Company, a system that includes key performance
indicators and individual objectives was developed in 2013. This
system allows for much greater control over all activities of the
Company, its structural departments and personnel, and enables
the timely identification of deviations from set objectives and the
introduction of necessary adjustments.

ZARUBEZHNEFT WORKS CONTINUOUSLY
TO IMPROVE STAFF SALARIES
AND THE OVERALL MOTIVATION
OF PERSONNEL.
In 2013, the Company introduced a unified salary system,
incorporating job position grade levels, bonuses for key performance
indicators and regular evaluation of personnel. The grading system
enabled the alignment of all job positions and professions of the
Company in strict hierarchy by unified criteria and in accordance with
the degree of significance for the business.

A transfer to a unified salary system for all subsidiaries of Zarubezhneft
is planned for 2014, which will allow the Company to set clear and
transparent personnel remuneration and evaluation principles across
all of its enterprises.
Zarubezhneft maintains an average market salary level for the industry.
The cumulative growth in average salary since 2011 is 23%.

THE CUMULATIVE
GROWTH IN AVERAGE
SALARY SINCE 2011 IS

23%

Changes of average salary for the period from 2011 to 2013,
thousand roubles
60.2
54.4
48.9

2011

2012

2013
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In the structure of revenues of the personnel in 2011–2013 in average
89% is the salary and 11% are the payments of social nature.
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In 2013, the Company embarked on a new social policy that allowed
us to unify our benefits and the order for granting them. The key parts
of the new social package are:

AT ZARUBEZHNEFT, WE BELIEVE AN
EFFECTIVE SOCIAL SUPPORT SYSTEM
FOR PERSONNEL IS THE BASIS FOR
SUCCESSFUL PRODUCTION ACTIVITIES.
THEREFORE, THE GROUP PAYS SPECIAL
ATTENTION TO THE DEVELOPMENT OF
SOCIAL PROGRAMMES.

•• Creating conditions to promote employee health and wellbeing,
including the maintenance of a corporate sports and wellness
complex;
•• Providing health care, including voluntary medical insurance,
for employees and members of their families, as well as retired
persons;
•• Material support for veterans and retired persons;
•• Material aid to employees;
•• Remunerations in connection to awarding industrial and corporate
prizes and celebration of the Oil and Gas Industry Worker Day.

This view is also reflected in the dynamics of revenues structure:
the share of social payments has increased from 9% in 2011 to 12%
in 2012, and the total increase in our salary fund (including social
payments) has increased by 26% in the same period.

The Company issues zero interest target loans to employees to help
with accommodation needs.

FOR THE PURPOSE OF INCREASING
THE LEVEL OF SOCIAL SECURITY OF
OUR EMPLOYEES AFTER RETIREMENT,
A PROGRAMME OF NON-STATE PENSION
PROVISION WAS LAUNCHED IN 2013.

Structure of revenues over time and with a three-year
average
Average
of 3 years

89%

11%

2013

88%

12%

2012

89%

11%

2011

91%

9%

An important factor in the encouragement of personnel is non-material
motivation. To develop the commitment and loyalty of our employees
to Zarubezhneft corporate values and to inspire creativity, the “Best
employee of Zarubezhneft and “Best in Profession” contests were
introduced across the Zarubezhneft Group in 2013. The winners of the
contests are given diplomas and lump sum remuneration, and their
pictures are placed on corporate stands.

Salary

Social payments

To encourage employees and work groups for significant input into the
development of the Company, achievement of high production, and
financial and economic indicators and to improve corporate culture,
the awards and titles “Honoured Worker of Zarubezhneft”, “Veteran
of Zarubezhneft”, Honorary Certificate of Zarubezhneft and Letter of
Appreciation of Zarubezhneft have been introduced by the Company.

Salary fund (including social payments) over time,
million roubles

8,658

10,128

10,917

1,269

1,091

817

9,037

7,841

In the last year, 185 employees of the Group have received state and
corporate awards.

9,684

Salary
2011

2012

2013
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TRAINING AND EDUCATION OF PERSONNEL
The training and education of personnel is an integral part of the HR policy
of the Company and is designed to improve the qualification level of employees
and develop corporate and professional competencies for the effective
performance of functional obligations, in accordance with the priority aims
and tasks of the Company.
The Company has implemented a system of personnel training
and development aimed at acquiring necessary knowledge and
professional skills. The Company uses a range of modern methods
for arranging and conducting education through sequential training
programmes, long and short-term professional training, and business
education (special education programmes, skills training) and works in
partnership with leading educational institutions in Russia and abroad.
The following educational opportunities are provided:
•• Corporate training as part of management and professional
educational programmes initiated by the management of the
Company, with primary activities in accordance with priority
objectives and tasks for the development of business processes and
aimed at developing the corporate, management and professional
competencies of employees;
•• Professional and technical training aimed at development of the
knowledge, skills and competencies necessary for the performance
of work obligations;
•• Mandatory training conducted in accordance with the requirements
of state authorities and Russian law, as confirmed by relevant
documents.
On average, annual training costs for 1 employee in 2013 were
10.1 thousand roubles, while cumulative growth in the period
2011–2013 was 63%.
The share of costs for corporate and professional and technical training
also grew from 64% to 90% in the period 2011–2013.

THE JOINT COST
ESCALATION FOR
EMPLOYEES' TRAINING
IN 2011–2013

63%
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During the reporting year, an improvement project for the
introduction of an employee training system was implemented. The
system of training and development of Zarubezhneft personnel was
designed with the following goals:
•• Provide a professional and technical level of personnel
competency corresponding with current and future business
needs;
•• Strengthen management competencies, including by means of
development of internal personnel reserve;
•• Comply with the mandatory state requirements for the level of
training of fuel and energy complex personnel, thereby ensuring
quality and safety at all production sites;
•• Ensure the necessary level of competency of all employees
engaged in the industrial safety management system.
A priority for the Company is the training of young qualified experts
for the Russian oil industry.
Zarubezhneft assists in the education of the students – the children
of Russian experts of JV Vietsovpetro in Russian educational
institutions. In 2013, the Company supported the education of
43 students.
Zarubezhneft continues to implement a training programme for
Serbian experts for the enterprises of the Group of Companies
located in Bosnia and Herzegovina in the Gubkin Oil and Gas RSU.

Structure of training costs by types over time

26%

Average annual training costs for 1 employee,
thousand roubles
10.1

10%

18%

36%

THE COSTS
OF ZARUBEZHNEFT
FOR CORPORATE AND
TECHNICAL TRAINING

8.9
6.2

77%

56%

2011

8%

2012

5%

76%

2013

14%

2011

2012

Corporate training
Technical training

Compulsory education at the request of the controlling unit
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FORMATION AND DEVELOPMENT
OF PERSONNEL RESERVE
Due to the dynamic development of the Company, there is a need for
providing continuous and successive management, operational rotation,
and the training and promotion of personnel capable of the efficient
implementation of objectives and tasks required by the Company. It is
therefore vital to maintain the personnel reserve of the Company at a
sufficient level.

IN 2013, ZARUBEZHNEFT CONTINUED
TO RECRUIT AND TRAIN ITS
PERSONNEL RESERVE. AS PART OF THIS
PROCESS, AN ASSESSMENT OF THE
COMPETENCIES OF MANAGEMENT STAFF
HAS BEEN PERFORMED, AND TRAINING
EVENTS HAVE BEEN ARRANGED AND
CARRIED OUT.

The following measures will be taken in order to facilitate the success
of this initiative:
•• Formation of management personnel reserve of the Group to include
regular strategic sessions and the development of succession plans;
•• Formation and development of administrative personnel reserve of
the Group in accordance with the unified requirements for evaluation
and development of succession candidates;
•• Introduction of a single order for the succession and assignment of
succession candidates to vacant positions within the Group.
Corporate events aimed at increasing the efficiency of performance
and management in Zarubezhneft and at enhancing corporate culture
and strengthening the corporate spirit in the Company were held in
2013.

A procedure for the annual comprehensive assessment of personnel
that includes an analysis of the development level of corporate,
professional and technical competencies and the achievement of key
performance indicators and individual tasks has been developed and
introduced by the Company. The assessment results will be used for
planning and arranging training, developing the personnel reserve, and
preparing proposals on the revision of salaries and other management
decisions.
The strategic aim in recruiting and developing the personnel reserve
of the Group for 2014-2019 is to secure those reserves, with the
subsequent development of succession candidates to be placed
in management and professional positions where there are open
vacancies and in the case of business expansion (such as the
acquirement of assets or the establishment of new entities in the
Russian Federation and abroad). The Group also aims to introduce
a regulated, unified mechanism for the selection and formation of
personnel reserve of, ensuring transparency, fairness and honesty to all
employees.

A corporate session on risk management was held in July 2013,
with the participation of top-level management and heads of key
structural departments, including the heads of subsidiaries. The aim
of the session was a joint discussion on the current issues of the risk
management system and further actions to form risk management
systems in the Company.
A corporate session on strategic development was held in September
2013, with the participation of top-level management and the heads of
key structural departments, including the heads of subsidiaries.
The aims of this session were the formation of a single vision of
corporate aims and key issues of Company development for the
near future, the formation of a plan for internal and external strategic
initiatives, the improvement of top team motivation in achieving set
aims, the establishment of a single platform for the discussion of
prospects for Company development, exchange of opinions and
obtaining feedback.
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PLANNING AND WORK WITH YOUNG EXPERTS
Zarubezhneft pays closer attention to the young professionals development.
Zarubezhneft works closely with young experts at several levels:

1ST LEVEL
Work with educational facilities
•• Giving students an opportunity to have production practice or
participate in the projects of the Group during their whole period
of study
•• Cooperation with educational facilities to enhance educational
programmes in accordance with developed professional
industrial standards and employer requirements for the level of
professional and business competencies of graduates

2ND LEVEL
Work with the young experts of the Grou
•• Employment of young experts in the Group of Companies
•• Drawing up individual plans of development on the basis of
the requirements of professional standards and continuous
monitoring of their professional development
•• Preparation of scientific and technical works for participation
in the contest

112

A young experts council works within the Company. It is responsible

for establishing special labour conditions for successful integration
into the corporate structure of the Company, developing the loyalty of
young experts, and developing corporate competencies. An important
stage of personnel development for Zarubezhneft is the formation of
its youth policy and work with young experts.
During the reporting year, the Company has developed and introduced
internal regulatory documents that regulate the issues of arranging the
adaptation, training, development and use of innovational and scientific
and technical potential of young experts; identifying leadership
potential and career planning.
For the purpose of uniting young experts and developing and using
their potential efficiently for the benefit of the Company, a council of
young experts was established in Zarubezhneft in July of the reporting
year.
The activities of the council are aimed at:
•• Assistance in the adaptation of young experts to the company;
•• Ensuring effective communication between the management and
young experts;
•• Providing conditions for the increase of creative initiatives by
young experts, and their engagement in the scientific and technical
creative process;
•• Assistance in arranging and holding contests and other events in
the production, social and cultural fields of activities to identify
prospective young experts;
•• Representation of the interests of young experts to the
management of the company;
•• Motivation of young experts for the successful achievement of set
objectives;
•• Assistance for young experts in acquiring knowledge and practical
working skills.
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The first contest of scientific and technical works was held among
the young experts of the Group of Companies in 2013. 12 scientific
and technical works participated in the contest. Youth from various
regions of operation submitted their projects on issues relevant for
the Company, aimed at enhancing production processes and solving
specific technical and organisational tasks.
The contest had several purposes: to motivate young employees
in the development of creative initiatives and the continuation of
scientific research, the identification and remuneration of the most
talented young employees, and consolidating the experts of the
Zarubezhneft Group working in various locations across joint ideas,
to study the relevant profile experience of colleagues.
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As part of the development of talent management and strengthening
the cooperation of young experts in the Group, there are plans to
hold annual contests of scientific and technical works in future.
One of the most significant factors in the development of corporate
culture and strengthening team spirit is holding mass cultural and
sporting events.
The council of young experts has arranged corporate bowling and
carting contests for Zarubezhneft employees.
The council plans to continue with these activities and to hold a larger
number of sporting events aimed at team building.

Three scientific works have won the contest. Their main principles
and ideas have been subsequently used in the preparation of
proposals for the optimisation of various Company activities.

Allocation of young experts by key activities

13%

15%

3%

69%

Upstream

Downstream
Services

Managing company
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ENERGY EFFICIENCY INCREASE
PROGRAMME
An active energy saving policy is one of the development priorities of
the Zarubezhneft Group, and the implementation of an energy saving programme
and increase in energy efficiency has seen clear results.
The strategic aim for the development and introduction of a
programme for energy saving and increased energy efficiency within
the Zarubezhneft Group is to increase our competitive ability in
domestic and international markets, reduce the self-cost of produced
oil, and reduce material costs in the production segments of the
Company.
An energy saving and energy efficiency programme was
continued across the Zarubezhneft Group in 2013, with set targets
for 2011–2015.
The energy saving programme for 2013 includes new energy efficient
measures and the further implementation of measures already
introduced in 2011-2012. Taking into consideration the peculiarities
of organisational structure and the specific character of activities in
the Zarubezhneft Group, the programme for 2013 was introduced in
accordance with a segmental division of directions of activities:
•• Upstream Segment: JC RUSVIETPETRO,Orenburgnefteotdacha
and Ulyanovskneftegaz;
•• Services Segment: VNIIneft and Giprovostokneft.

The key energy efficiency measures for 2013 introduced by JC
RUSVIETPETRO and Ulyanovskneftegaz were:
•• At the end of July 2013, an energy supply system for West
Khosedayu, comprising two substations and 110 kW voltage line
was commissioned, allowing for increased reliability of energy
supply and the decommissioning of diesel power generators.
•• The turbulent viscosity-reducing additive FLO MXC was used during
oil delivery to reduce the costs.
•• The fuel machinery of the gas-reciprocating unit was recalibrated to
allow for an increased load – up to 70% of capacity.
•• Energy Centre №2, holding 2 gas turbine units with 12 MWh
capacity each, was put into test operation on 25 September 25
2013. This enabled the use of associated oil gas to generate power
from the North Khosedayu and Visovoye fields.
•• A 10 kW power line was commissioned on the Kondakovskoye field
of Ulyanovskneftegaz in the first quarter of 2013, which allowed
for an increase in the reliability of power supply to the field and the
retirement of diesel power generators.

Results of the implementation of the energy saving
programme for 2013

THE MAIN SAVINGS OF THE
ZARUBEZHNEFT GROUP IN 2013 ARE
DUE TO THE ECONOMY OF DIESEL
FUEL CONSUMED IN THE COURSE
OF GENERATING OUR OWN ELECTRIC
ENERGY (98.9%) AND SAVING ENERGY
RECEIVED FROM OUTSIDE (1.1%).
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Costs

Savings

MILLION ROUBLES

MILLION ROUBLES

2,607
Savings, TOE

15,415

contents
previous chapter

next chapter

347

HR POLICY

OCCUPATIONAL HEALTH, INDUSTRIAL
SAFETY AND ENVIRONMENTAL
PROTECTION MANAGEMENT

ETHICS
AND DUE DILIGENCE

ZARUBEZHNEFT |
2013 SUSTAINABLE DEVELOPMENT REPORT

APPENDIX

The target and actual indicators of energy efficiency (indicators) in the
key activities of Zarubezhneft in the Upstream segment for 2011–2015
are presented in the graphic below. All entities show a decrease in
specific energy consumption in comparison to target programme
indicators.

During 2013, JC RUSVIETPETRO achieved a decrease in energy
resources by 28.7% in comparison to the base value (2010),
Orenburgnefteotdacha achieved 20.3%, and Ulyanovskneftegaz
achieved 36%. The base year (2010) is the year of a mandatory energy
audit of the Zarubezhneft Group.

Target and actual parameters of energy efficiency of Zarubezhneft in Upstream
Segment for 2011–2013, tonnes of fuel oil equivalent/thousand tonnes
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During the three reporting years, one can see a sustainable decrease
in energy resources consumption, which meets the target indicators of
energy efficiency for all subsidiaries of this segment.

Reduction of energy resources consumption in Upstream Segment
vs. basic value (2010), %
36.0

40
30
20

28.7

26.4

20.8

23.8

10

20.3

11.8

0
–10
–15

–11.3

2011

2013

2012
RVP (RUSVIETPETRO)

ONO (Orenburgnefteotdacha)

UNG (Ulyanovskneftegaz)
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Planned and actual parameters of energy efficiency in “Services and other assets” segment for 2011–2013,
tonnes of fuel oil equivalent
Giprovostokneft (GPVN)
1500

1,435

1500

1,127

1200
900

VNIINeft

1,060

1200

1,027

600

995

900

577

600

300
0

1,456

817

791

766

757

640

300

2011
Target parameters

0

2013

2012

2011

2013

2012

Actual parameters

Achieved results of the energy saving programme
in 2013 for the Downstream segment

2013 HAS SHOWN A DECREASE IN THE
CONSUMPTION OF ENERGY RESOURCES
IN COMPARISON TO THE TARGET
INDICATORS OF ENERGY EFFICIENCY FOR
THE WHOLE BUSINESS SEGMENT.

Costs

Savings

THOUSAND EURO

THOUSAND EURO

385

In 2013, Giprovostokneft achieved a decrease in energy resources
of 47.2% in comparison to the base value (2010). VNIIneft achieved
a decrease of 24%.
Works for energy saving and increased energy efficiency in 2013
have also been carried out in the Downstream sector, at our
subsidiaries in Bosnia and Herzegovina – Brod Oil Refinery and
Modrica Oil Production Plant. 385 thousand euros have been
allocated to introduce energy efficient measures, the economic
effect of which was 596 thousand euros. 1,459 tonnes of oil
equivalent to energy resources have been saved.

Savings, TOE

1,459

Solar Power station W – 100 kW was commissioned at Modrica Oil
Production Plant in 2013.
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KEY PRIORITIES AND AIMS FOR
ENERGY CONSUMPTION AND ENERGY
EFFICIENCY
A programme for energy saving and increase of energy efficiency of enterprises
for 2014 has been developed by the Zarubezhneft Group. This programme
will facilitate continued progress in saving energy resources and implementing
the newest energy-saving technologies.

Energy efficiency measures introduced in 2013 will also continue
to produce an economic effect that will positively impact the
development of energy-saving resources for theZarubezhneft Group
as a whole and for each enterprise in particular.

The key measures planned for introduction in 2014 at the subsidiaries of Zarubezhneft are as follows:
JC RUSVIETPETRO

Arktikmorneftegazrazvedka

•• Construction of a gas pipeline from the West Khosedayu field
with a gas desulphurisation unit to Power Centre No 2. This will
allow for increased capacity utilization of produced associated
gas and decreased expenditure of energy resources to produce
power for the enterprise.

•• Construction and commissioning of Capstonе-65, a 390 kW
gas turbine energy plant based on micro-turbine units, on the
Kolguyev island in the Barents Sea. The new plant will provide
energy for the whole oil-producing area, increase the beneficial
use of associated gas and decrease the consumption of energy
resources for energy production.

•• An international energy management organisation system
standard, ISO 50001:2011, will also be implemented, allowing
JC RUSVIETPETRO to arrange, record, control and influence the
applicable energy resources.
•• ESP units for producing oil using valve electric drives will be
introduced.

Orenburgnefteotdacha and Ulyanovskneftegaz

•• Introduction of variable speed drives on the available pumping
units.
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CONTROL AND MONITORING OF HARMFUL EMISSIONS.
ENVIRONMENTAL EFFICIENCY INDICATORS
Regular monitoring of air, soil, surface waters and bottom sediment
is carried out at the premises of the Zarubezhneft Group enterprises.
These observations are compared with background values of natural
indicators. During the reporting period, the results of sample analysis
have not exceeded the maximum permissible concentrations.
Environmental monitoring is performed at all licenced areas belonging
to the Zarubezhneft Group.

The main objective of such environmental monitoring is not to allow
the environmental deterioration as a result of production activities.

Gross atmospheric emissions in the Group’s Production
segment, thousand tonnes

Specific indicators on environment protection in
the Zarubezhneft Group, tonnes/thousand tonnes of oil

2011

2012

2013

4.136

5.153

9.757

Solid substances

0.014

0.015

0.030

Sulphur dioxide

0.088

0.058

0.346

Carbonic oxide

1.831

1.984

2.806

Nitrogen oxides

0.440

0.58

0.725

hydrocarbon (without volatile
organic compounds)

1.551

2.365

4.110

Volatile organic compounds

0.212

0.151

1.7399

Benzopyrene

0.000

0.000

0.000

Gross atmospheric emission:

Production and use of Associated Petroleum Gas (APG)
in the Zarubezhneft Group, mln. m3
APG
use for
in-house
needs

% of APG
use

106.764

27.760

26.160

Оrenburgnefteotdacha

1.195

–

–

Ulyanovskneftegaz

0.061

–

–

31.412

0.762

2.400

139.432

28.500

20.44

JC RUSVIETPETRO

АМNGR
TOTAL:
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14.78

0.60

7.73

0.34

0.79

11.85

10.22

2.33

3.36

4.82
2.57
2011

2012

2013

Waste formation
Emissions

Water consumption

6%

23%
Emissions
Wastes

Water consumption

71%
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14.37

Distribution of specific indicators on environment
protection in the Zarubezhneft Group in 2013, %

APG
production

Name of the company
of Zarubezhneft Group
of companies

In 2013, the Company continued its systemic work to control
atmospheric emissions. The gross indicators of these emissions have
grown for the Company as a whole due to an increase in production
volume.
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We understand our responsibility to society for any possible
environmental consequences of our production activities, and we
make significant efforts to decrease them. These efforts include
production upgrades for the purpose of decreasing the emission of
harmful substances, the change and protection of pipelines from
corrosion to prevent oil spills, and an increase in associated oil gas
utilisation.
Despite an increase in the level of geological exploration, drilling and
oil production, we have decreased the specific level of production
wastes and emissions. The level of water consumption remains
almost stable due to measures aimed at decreasing water losses and
the optimisation of water consumption in general.
The most important environmental protection objective is minimisation
of the negative impact of drilling wastes through the remediation of
mud pits designated for drilling waste storage.
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Land restoration, ha
117

2013
2012
2011

6.24
33

Waste pits reclamation, nos.
5

2013

12

2012

During the reporting period, JC RUSVIETPETRO, via contractor
enterprises, remediated more than 117 hectares of soil (including
0.7 ha of oil polluted soils) and 5 mud pits.

5

2011

DECREASE OF GREENHOUSE GAS EMISSIONS
Zarubezhneft began an assessment of GHG emissions from the
production activities of its subsidiaries using methods developed on
the basis of recommendations of the International Petroleum Industry
Environmental Conservation Association (IPIECA) and American
Petroleum Institute (API).
Zarubezhneft considers the mechanism of the Kyoto Protocol an
important step towards extending the efficient use of associated
gas. The Mechanism of Joint Implementation Projects (JIP) provided
by the Kyoto Protocol to the Frame UN convention on the change of
climate remains one of our primary motivations for the implementation
of projects for the disposition of associated oil gas and other projects
aimed at decreasing GHG emissions into the atmosphere. In 2014, a
report monitoring the implementation of measures undertaken during
2013 will be prepared.

In the course of production activities, we are constantly improving our
occupational health, industrial safety and environmental protection
management system, and we intend to increase the efficiency of
environmental controls and internal audits in accordance with the
requirements of environmental protection laws and international
standards OHSAS 18001 and ISO 14001. Therefore, Modrica Oil
Production Plant has extended the certificate under the newly
introduced standard ISO 14001:2004.

ZARUBEZHNEFT HAS INTRODUCED ITS
OWN POLICY FOR ENVIRONMENTAL
MANAGEMENT WHICH COMPLIES WITH
ACCEPTED INTERNATIONAL STANDARDS,
AND WHICH AIMS TO FURTHER IMPROVE
THE ENVIRONMENTAL INDICATORS OF
ITS ACTIVITIES, GRADUALLY DECREASING
THE IMPACT OF PRODUCTION ON THE
ENVIRONMENT.
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INDUSTRIAL AND OCCUPATIONAL SAFETY
The strategic orientations of the company in the area of HSE are fixed
in the standards of Zarubezhneft JSC.

Lack of occupational
accidents

Lack of industrial
accidents

Environmental
friendliness

Zarubezhneft JSC sets itself tasks in the field of improvement of the
HSE management system that correspond to the range and nature of
its activity:
•• Company compliance with the law and international standards for
occupational safety;
•• Operations in the field of occupational health and industrial safety
on the basis of operational risk management;
•• Continuous improvement of personnel competency in health and
safety matters.

In 2013, the Company’s organisational structure and HSE functions
were restructured in order to achieve these goals. A Department of
HSE was formed, and a Zarubezhneft policy on health, safety and
environmental protection was developed and implemented, as well as
a standard HSE control system.
Since 2013, along with detecting violations, the operational control
system has focused on the identification of possible risks at the
objects of the Zarubezhneft Group. By identifying such risks, we can
take preventive measures to avoid accidents.
Working with contractors who carry out their activities at the facilities
of theZarubezhneft Group is an integral part of the HSE management
system, as well as international safety standards. The Company
has developed and implemented regulatory documents governing
the rules of work organisation and interaction with contractors in
the production process. Statutory requirements are included in all
contracts. The process of technical control and HSE monitoring is
being exercised.
Training that was conducted at Modrica plant in November 2013 in
conjunction with government agencies received high praise from the
regional emergency services.

122

COMPANIES ARE CONSTANTLY WORKING
ON THE IMPROVEMENT OF EMERGENCY
PREPAREDNESS. CONTRACTS WITH
SPECIALISED PROFESSIONAL RESCUE
GROUPS HAVE BEEN SIGNED, AND SKILL
TRAINING IN EMERGENCY RESPONSE
AND LOCALISATION OF THEIR EFFECTS
ARE HELD ON A REGULAR BASIS.
The Company operates in full compliance with the law. In 2013,
following the adoption of amendments to the federal Law of the
Russian Federation № 116, all enterprises of the Zarubezhneft Group
carried out a complete identification of hazardous production facilities
of Russian assets, including the assignment of classes of hazard and
subsequent re-registration.
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The results of the measures aimed at improving occupational safety
were the following:
•• The number of accidents in the Zarubezhneft Group in relation to
2012 decreased by 29%;
•• The number of victims in the Zarubezhneft Group decreased by
40%, and no fatal accident occurred;
•• The number of accidents in the contracting companies in relation to
2012 decreased by 27%;
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•• The number of victims in the contracting companies decreased by
25.5%, with fatal accidents being reduced to zero;
•• There were no cases of emergency situations in the Zarubezhneft
Group.
•• During the reporting period, there have not been any spills at the
enterprises of the Zarubezhneft Group.

GROUP OF COMPANIES HSE EXPENDITURES
Group’s HSE expenditures*
2013 (actual)

2014 (planned)

Zarubezhneft JSC

–

4,200,000 roub.

Ulyanovskneftegaz Ltd.

2,441,355 roub.

2,784,000 roub.

Orenburgnefteotdacha Ltd.

1,888,196 roub.

2,487,278 roub.

Arktikmorneftegazrazvedka JSC

5,019,508 roub.

8,780,883 roub.

200,858,000 roub.

291,824,000 roub.

1,341,700 roub

1,684,200 roub.

324,793 roub.

707,640 roub.

RUSVIETPETRO JC
Giprovostokneft JSC
Zarubezhneftestroymontazh Ltd.
Nefteotdacha JSC
Explon LLC
Modrica Oil Production Plant
Brod Refinery

2,050,000 roub.

5,508,000 roub.

376,281,26 roub.

1,088,103 roub.

603,650 euro

950,700 euro

1,250,000 euro

1,170,000 euro

* This table does not include information on the costs of the environment and environmental protection or on the occupational safety of JV Vietsovpetro.
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8

ETHICS AND
DUE DILIGENCE

VALUES AND ETHICAL PRINCIPLES
OF ZARUBEZHNEFT
Zarubezhneft JSC is the oldest foreign economic enterprise of the oil and gas
industry in Russia, which has a strategic importance and is steadily developing.

A profound knowledge of the Company’s specialty, with a responsible and fair
attitude to its obligations, timely fulfillment of tasks set and constant striving for complete
professionalism

Professionalism

Activity and independence of personnel in the optimisation of the industrial process
and development of the company’s competitiveness;

Initiative

Constructive mutual respect and support, team spirit in work, and benevolence
in the process of solving the tasks set;

Mutual respect

Open and sincere information exchange, readiness to mutually determine
optimal decisions

Cooperation

Solicitous attitude to the Company’s traditions, respect for the labour and experience
of the older generation, professional training and tutorship;

Succession
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The Zarubezhneft Code of Corporate Ethics of is an internal regulatory
document that forms the corporate culture and reinforces the
corporate values of the Company, identifying the most important rules
of conduct of the Company and its employees that are based on these
rules, espousing ethical internal relationships and social responsibility,
as well business ethics for corporate management.
The Code of Corporate Ethics is based on the generally accepted
norms of business ethics with regard to the experience of the best
Russian and foreign corporate management practices.
The Code is binding on all employees of the Company (including
employees of its branches and representative offices) and members of
the management board.
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For individuals working under civil law contracts with the Company, as
well as for contractors and consultants who are agents for executing
orders, or representing the Company to third parties, if their actions
are carried out on behalf of the Company, the Code has a nonregulatory nature not inconsistent with the existing obligations.

THE PROVISIONS OF THE CODE ARE
OF MINOR IMPORTANCE IN RELATION
TO THE CURRENT LEGISLATION AND
MAY BE CONSIDERED IN RESOLVING
DISPUTES.

For the legal entities controlled by the Company that are affected by
the Company directly or indirectly, alone or together with its affiliates,
the provisions of the Code are basic. They cannot be altered, but they
may be supplemented by these legal entities, which may develop and
approve their own Codes.

RELATIONS WITH BUSINESS RIVALS
The Company builds relationships with competitors on the principles
of mutual respect and mutually beneficial cooperation, preventing
unfair competition and abuse of a dominant position, strictly following
the antimonopoly legislation of the countries where it operates, and
avoiding harsh statements against competitors.

The Company’s employees are not entitled to unreasonably criticise
competitors’ products and services, and in cases of complications in
relationships with them, should follow the instructions of responsible
managers.

CODE APPLICATION MECHANISM
Responsibility for administrating the execution of the requirements
and provisions of the Code rests with the Commission on Corporate
Ethics.
The Commission consists of five members. The personal structure of
the Commission and its President are determined by the order of the
Director-General of the Company.
On the basis of incoming calls, the Commission takes decisions on:

•• Measures to prevent or eliminate conflicts of interest. When it is
impossible to eliminate a conflict of interest, the Commission shall
take measures aimed at limiting the conflict of interest and (or) its
consequences, including the insurance of the compliance with the
Company's interests in the situation of such a conflict.
Contacting the Commission is carried out via e-mail messages to the
Commission for Corporate Ethics. The Commission’s decisions are
taken at meetings held in person or by correspondence.

•• Clarification of the provisions of this Code and the procedure of its
application to the employee concerned;

125

contents
previous chapter

next chapter

STATEMENT FROM
THE GENERAL
DIRECTOR

ABOUT
THE REPORT

COMPANY
PROFILE

STRATEGY OF
SUSTAINABLE
DEVELOPMENT

CORPORATE
MANAGEMENT

INNOVATIONAL
DEVELOPMENT

INTERACTION
WITH STAKEHOLDERS

APPENDIX

TABLE OF COMPLIANCE BY STANDARD REPORTING ELEMENTS AND
INDICATORS OF THE INDUSTRIAL APPLICATION FOR GRI OIL AND GAS
SECTOR IN ACCORDANCE WITH THE REQUIREMENTS OF G4 “PRINCIPLES
OF REPORTING PREPARATION AND STANDARD REPORTING ELEMENTS”

General standard disclosures
General Standard
Disclosures

External
Assurance

Page Number

STRATEGY AND ANALYSIS
G4-1

Statement of the Director-General (p. 4-6)

No

G4-3

Company profile (р.15)

No

G4-4

Company profile (p. 16-17)

No

G4-5

Contact information (p. 145)

No

G4-6

Company profile (р. 20-24)

No

G4-7

Company profile (p. 15-16)

No

G4-8

Company profile (p. 21-23)

No

G4-9

Company profile (p. 17, 60-65), HR policy (p. 116)

No

G4-10

HR policy (p. 116-117)

No

G4-11

HR policy (p. 115-116)

No

ORGANISATIONAL PROFILE

126

contents
previous chapter

HR POLICY

OCCUPATIONAL HEALTH, INDUSTRIAL
SAFETY AND ENVIRONMENTAL
PROTECTION MANAGEMENT

ETHICS
AND DUE DILIGENCE

APPENDIX

ZARUBEZHNEFT |
2013 SUSTAINABLE DEVELOPMENT REPORT

General Standard
Disclosures

Page Number

External
Assurance

G4-12

Company profile (p. 64-65)

No

G4-13

Not available

No

G4-14

Occupational Health, Industrial Safety and Environmental Protection Management (p. 136)

No

G4-15

Company profile (p. 11-13), HR policy (p. 118), Occupational Health, Industrial Safety and Environmental
Protection Management (p. 132, 135-137)

No

G4-16

Interaction with stakeholders (p. 104)

No

IDENTIFIED MATERIAL ASPECTS AND BOUNDARIES
G4-17

Company profile (p. 24-25, 45-46, 53-55)

No

G4-18

About the report (p. 7-10)

No

G4-19

About the report (p. 8)

No

G4-20

About the report (p. 8)

No

G4-21

About the report (p. 12-14)

No

G4-22

There were no restatements of information provided in the Sustainable development Report for 2012

No

G4-23

About the report (p.6), No significant changes were introduced

No

STAKEHOLDER ENGAGEMENT
G4-24

Interaction with stakeholders (p. 99)

No

G4-25

Interaction with stakeholders (p. 99-101)

No

G4-26

Interaction with stakeholders (p. 99-101)

No

G4-27

About the report (p. 8)

No

G4-28

About the report (p. 9)

No

G4-29

October, 2013

No

G4-30

About the report (p. 9)

No

G4-31

Contact information (p. 145)

No

G4-32

Table of compliance by standard reporting elements and indicators of the Industrial application for GRI oil
and gas sector in accordance with the requirements of G4 “Principles of reporting preparation and standard
reporting elements” (p. 142)

No

G4-33

About the report (p. 13-14)

No

Corporate management (p. 77-85)

No

Ethics and due diligence (p. 138-140)

No

REPORT PROFILE

GOVERNANCE
G4-34
ETHICS AND INTEGRITY
G4-56
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Specific standard disclosures
DMA and Indicators

Page Number

External
Assurance

DMA and Indicators

Page Number

External
Assurance

CATEGORY: ECONOMIC

MATERIAL ASPECT: TRAINING AND EDUCATION

MATERIAL ASPECT: ECONOMIC PERFORMANCE

G4-DMA

121

No

122-123

No

G4-DMA

74-76

No

G4-LA10

G4-EC2

74-76

No

MATERIAL ASPECT: DIVERSITY AND EQUAL OPPORTUNITY

CATEGORY: ENVIRONMENTAL

G4-DMA

123-124

No

MATERIAL ASPECT: ENERGY

G4-LA12

116

No

G4-DMA

128-129, 132

No

SUB-CATEGORY: HUMAN RIGHTS

G4-EN6

128

No

MATERIAL ASPECT: CHILD LABOUR

G4-EN7

130-132

No

G4-DMA

118

No

G4-HR5

118

No

MATERIAL ASPECT: EMISSIONS
G4-DMA

133, 135-136

No

SUB-CATEGORY: SOCIETY

G4-EN15

133-134

No

MATERIAL ASPECT: LOCAL COMMUNITIES

G4-EN21

133-134

No

G4-DMA

103-106, 108-111

No

G4-SO1

103-113

No

MATERIAL ASPECT: OVERALL
G4-DMA

135-137

No

MATERIAL ASPECT: ANTI-CORRUPTION

G4-EN31

137

No

G4-DMA

86-88

No

CATEGORY: SOCIAL

G4-SO3

86-88

No

SUB-CATEGORY: LABOUR PRACTICES AND DECENT WORK

MATERIAL ASPECT: ANTI-COMPETITIVE BEHAVIOR

MATERIAL ASPECT: EMPLOYMENT

G4-DMA

139

No

G4-SO7

139

No

G4-DMA

115-116

No

G4-LA1

116

No

128

contents
previous chapter

FEEDBACK FORM
Zarubezhneft is interested in receiving recommendations and
comments on this report on sustainable development to consider
them in subsequent publications. Zarubezhneft considers the
feedback form to be a key to the effective activity of the Company.

Therefore, we ask you to fill in the feedback form.

WHICH GROUP OF STAKEHOLDERS DO YOU BELONG TO?

Shareholder

Supplier of products

Employee of the Company

Representative of authority

Business partner

Local from the region of operation of the Company

Consumer of products

Other

Estimation on 5 grade scale (1 to 5, where 1 is very
bad, 5 is excellent)

Indicate the degree of your interest in the report on the sustainable development

1

2

3

4

5

Indicate the degree of relevance of the topics reviewed in the report on the sustainable
development for you

1

2

3

4

5

How do you evaluate the degree of coverage of the topics reviewed in the report on the
sustainable development

1

2

3

4

5

Evaluate the level of fairness and accuracy of the given information

1

2

3

4

5

Evaluate the report from the point of view of the clarity of the provided information

1

2

3

4

5

INDICATE ANY TOPICS OF INTEREST FOR YOU NOT COVERED BY THE REPORT
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CONTACT INFORMATION
Since this is only the second sustainable development report
published by Zarubezhneft, we are hoping to actively engage with the
general public, as the understanding of your opinions on the topics
reflected in this report is important for the Company. By taking an
active interest in the discussion of the report, you will significantly
influence improvement in the level of information disclosure and the
efficiency of Zarubezhneft in relation to interaction with stakeholders.
In order for us to receive your opinions on and recommendations for
the report and to clarify all your relevant questions, please do not
hesitate to call, write a letter or send an e-mail using the contacts
indicated below. A working group for the preparation of non-financial
reporting established within the Company is always open for active
cooperation and the disclosure of additional information in which you
may be interested.

The person responsible for communication with GRI
(Global Reporting Initiative), the Russian Union of
Industrialists and Entrepreneurs and stakeholders is:
Gennady Yakubovskiy
+7 (495) 748-64-78
GYakubovskiy@nestro.ru

Postal address of the Company
Russian Federation, 101990, Moscow,
Armiyansky per., 9/1/1, Bld.1.
Telephone: +7 (495) 748-65-00
Fax: +7 (495) 748-65-05

OTHER CONTACTS ARE
AVAILABLE ON THE COMPANY’S
WEBSITE
WWW.ZARUBEZHNEFT.RU/EN/
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