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D. Yergin:

Ladies and gentlemen, | want to welcome you to this panel discussion on the
new global petroleum market realities, and | can see by the attendance that the
interest in new global market realities is very great. Obviously | am sorry that we
do not have chairs for all the people who have to stand.

We have a lot to talk about in the next hour and a half. We have a very
distinguished panel that will be joining us up here. Minister Novak will be here in
a few minutes, but | will just introduce everybody: Vagit Alekperov, sitting here to
my right, is the head of LUKOIL; Minister Antonio Del Pino Diaz from Venezuela
is right there; Claudio Descalzi, the Chief Executive Officer of Eni, you have to
look around; Alexander Dyukov, the CEO of Gazprom Neft, is right here; Mr.
Novak is right there; Patrick Pouyanné, the chief executive of Total; Minister
Pradhan, who is a minister from India; and Adi Karev, who is a Global Oil and
Gas Leader for Ernst & Young.

We start off with new global realities. Of course there have been many surprises,
starting with how fast US shale grew. Then it was how far the oil prices fell, and
then one of the other puzzles that is still unanswered is why oil prices have not
been a stimulus to the global economy in the ways that had been expected.
There are big questions on the agenda. We at IHS think that upstream
investment between 2015 and 2020 will be USD 2 trillion less than would have
been expected in 2014, raising big questions as to how new supplies will be
developed to meet five or six million barrels a day of demand growth over the
next few years. We see that demand growth, and on the other side we saw
400,000 people pay USD 1,000 each to sign up to get a Tesla car that has not
yet been built. So people are asking questions about what the nature of long-
term demand will be.

The future of the global petroleum system coming out of this price decline is
central, and | thought | would begin by asking the ministers here a couple of

guestions. Minister Del Pino of Venezuela, would you tell us whether OPEC is



still alive in your view, and what kind of basis you think there is for cooperation

among producers?

E. Del Pino Diaz:

Thank you, Mr. Yergin. We appreciate the invitation to participate in such an
important panel as the one we have here this afternoon. It is a pleasure to be in
such a nice city as St. Petersburg. | will say that OPEC is not only alive, it is also
going to be a definite player in the near future. When we saw what happened to
prices in the last two years since August 2014, with the excess output that
occurred on the market, | remember saying in the last OPEC meeting in
December that we have a record. After three OPEC meetings in the last two
years, the price went down at least USD 10 after each meeting. And that was
produced by a prevailing philosophy at OPEC, because of the inefficient oil
coming to the market that produced the excess offering. | remember saying in the
meeting last December that if we did not take any position at OPEC in December
last year, the price of oil would probably fall to USD 20 in the winter, and that
happened in January. | initiated several discussions with Minister Novak, who
played a very important role in those discussions, and | talked to Minister Naimi
at that time, and the Minister of Qatar, who was the president of OPEC for this

year. The idea was to control the inventories.

D. Yergin:

So what came out of that?

E. Del Pino Diaz:

| am getting to that point exactly. Thanks to those meetings and to the role of the
OPEC and non-OPEC producers, we were able to meet in February in Doha and
to restore the price to the level that it is at right now. We doubled the price in the

last three months, and that happened after Doha. Doha was unfortunately a



failure due to some issues at the time, but what happened after Doha is that
some production has been taken off the market due to issues in Canada and the
situation in Nigeria. We have more than two or three million barrels that are not
on the market. For this summer, with the demand increase and with output from
the countries in the Gulf, we are going to see a recovery of the price, which is
basically going to be controlled by the top price, in order not to reactivate
production of inefficient oil.

But | am very worried about what is going to happen in the winter, because if we
compare the price in May of this year with the price in May of last year, we have
USD 12 less. We cannot rely on speculators to regulate the price of oil. And you
mentioned very correctly that there has been a subtraction of more than USD
300 billion from investment for the next four or five years. Who is going to replace
the production that is going to decline, if the investment is not made? At OPEC,
maybe right now we are producing 30-35% of world demand, but more than 80%
of the reserves are in OPEC countries, and we are going to be playing a very

definite role in the near future.

D. Yergin:

Does anybody else on the panel want to respond to those remarks, including
about who is going to step up production? Mr. Del Pino expressed concern about
what is going to happen next winter in terms of the market. Let me ask Mr.
Dyukov and Mr. Alekperov specifically, why has Russian production been going

up in this low-price environment?

B. AneknepoB:

LleHbl B Poccum He nagatoT, M gobblda cerogHs pacteT no O4HOW MPUYUHE:
HaBepHoe, Hanoroeasi cuctema Poccum nNo3BonsieT KoMNeHcMpoBaTb UHBECTOPY
BblMagatowme pgoxoabl. To eCTb OHa nporpeccMBHa, OHa UM3blMaeT

CBerI'IpVI6bIﬂb, HO B TO e BpeMA LwWagdilie D,eVICTByeT npn HU3KUX LEHaX.



CerogHa pgeanbBaums pybns nossonsieTr Ham B pybrneBoM Macce COXpaHUTb
MHBECTULIMOHHYIO aKTUMBHOCTb Ha Tepputopun Poccuickon depepaumn. [a,
Halwu MeCcTopoXaeHna TpebylT HOBOro noaxoAda, HOBOro 3akoHO4ATenbCTBa,
KOTOpoe Obl CTUMYyNMpOBano nx paspaboTky Ha nos3gHen ctagmn. Mbl cerogHs
ncnbiTeiBaeM 6onbluve TPYOHOCTU B HaWen KpynHenwen HeTaHOM NpOBUHLMK
— 3anagHon Cunbupu. Te HanoroBble WHUMUMATUBLI, KOTOPblE€ CEerogHs
obCy)XgalTCa BHYTPU HAWeEro MWHUCTEPCTBA: Hanor Ha (UHAHCOBbLIE
pesynbTaTbl, Hanor Ha gobasBreHHbIN 40X0, — HanpaBrieHbl B KOHEYHOM UTOre
Ha CTUMYNMPOBaHUE MECTOPOXAEHUN, HAXOOALWMXCA Ha No3gHen ctagun. JTO
AacT BO3MOXHOCTb NPUMEHEHUS MHHOBALMOHHbBIX TEXHOMOMIN, HOBbIX peareHToB
Ans paboTbl C NIAacToM, AacT BO3MOXHOCTb HE TOSMbKO CTabunmsmpoBaTtb, HO B
nepcnekTnBe faxe yBenuunTb 00beMbl NPOM3BOACTBA Ha ITUX TPAOULMOHHbIX
MECTOPOXOEHMSIX.

UTto KacaeTcs LUeH, cerogHsi Mbl YyBCTBYEM, YTO nocne nocneaHen ceccun OMNMEK
Ha4ana npeobpaxaTbCs N BocCTaHaBnuBaTbCa. Ecnu B npegblaywmx BCTpevax
Mbl Obln pasoyapoBaHbl, TO HA 3TON CECCUU CTPaHbl-y4aCTHULbI OpraHmM3aunm
NoaOTBEPAUSIA CBOE XXeflaHWe COXpaHUTb €ee W [aTb el BO3MOXHOCTb
pa3BMBaTbCs. 1 MOMHOCTLIO COrnaceH C MUHUCTPOM 3dHepreTukn BeHecyanbl B
TOM, 4YTO B CpeOHeCcpPouYHbln U1 pgonrocpoudHbin  nepuog OIMEK  6yaer
dopmMmpoBaTb BUOEHME MHBECTOPOB Ha Ty LiEeHy, KoTopasa byaeT cknaabiBaTbCs
Ha pblHKe cblpo HedTU. ITO JacT Hawen oTpacnm BO3MOXHOCTb

CTa6VIJ'II/I3VIpOBaTb CBOe€ MonoXxeHne.

D. Yergin:

Mr Dyukov, do you want to address that question, too?

A. OioKoB:
Hobpbin geHb! A cornawycb ¢ TemM, 4YTo ckasan Barut KOcydosuy. Poccuinckas

HedTAHAs oTpacnb M KOMMaHuKW, KoTopble paboTtaiT B Poccun, HaxogsTtcs B



YHUKanbHOM nonoxeHun. C ogHOM CTOpPOHbI, LeHa Ha HedTb BaxHa Ans
KOMMaHWW, HO Mbl MOHWMMAaEM, YTO B HalLen HaroroBoM CUCTEME, HauMHas C
KaKkoro-t0 YpPOBHS, TOT [OMNOSIHUTEMbHbLIM Aonnap, KoTopbi 3apabaTbiBatoT
HedpTsaHble koMmnaHun, Ha 90% TyT ke naeT B OoaKeT. Boivrpbiwl KoMnaHum oT
BbICOKMX LleH — 3T0 Bcero nuuwb 10—15%. [a, KoHeYHO, Npu HU3KUX LeHax Mbl
TepsieM B LOMIAapOBbIX NOCTYMMAEHUAX, HO €CTb APYroh MHCTPYMEHT: 3TO pyOnb.
Bonee cnabbin pybnb — a Mbl 3KCMNOPTHO-OPUEHTUPOBaHHas OTpacib —
nomMoraeT HaMm KOMMeHcMpoBaTb 3TW Bbinagawowue goxoabl. Cenvac y Hac
HU3KME LEHbl, HO eCnN rOBOPUTb O HAaWWX WMHBECTULMOHHLIX Mporpammax B
upstream, TO OHM Haxogdatcs Ha yposHe 2015, 2013, 2014 ropos. Ecnu
nepecyntatb 06bem cCpencTB, KOTOpble Mbl MHBECTUPOBanu, B Aonnapbl, TO
NONYYNTCS MeEeHbLlUass Cymma, HO (PU3NYeCcKn Mbl NPOJOIHKaeM WMHBECTUPOBATb
CTONbKO Xe, CKOJIbKO MHBECTUpoBanu B npowsiom. [a, pybrnb 1 LueHa Ha HedPTb
— 970 coobuwakumecs cocyabl M CBOeOOpasHbIi XemX ANA POCCUNCKUX
HeTAHbLIX KOMNaHWN. [JaHHYK HanoroByrd CUCTEMY MOXHO OXapaKTepu3oBaTb
Kak GnaronpusaTHy0 ANna HeTSAHbIX KOMMaHWN, C OAHOW CTOPOHLI, a C ApYyrou
CTOPOHbI, S noggepxXy To, 4To ckasan Barut KcydosBud. Y Hac ecTb
3HauYUTENbHbIN MOTeHUMan Ans W3BnevYeHns TpyaHOU3BNEeKaemMblX 3anacos,
HeTPaAULMOHHBLIX 3anacoB ANSA YBenuMYeHus HedTeoTaaun, a 3to Tpebyer
NepeHacTponKn HarnoroBon CUCTEMbl. He CTonb BaXHO, Kak Mbl €€ HasblBaeM:
HOP, HOMO, Hanor Ha (WHAHCOBbLIN pe3ynbTaT WNKM Hanor Ha AobaBNeHHbIN
Aoxoq, — BaXHO, 4TOoObl 9Ta cuctemMa 3apaboTtana, 4To no3sonunio 6bl caenaTb
Hawe Hegpornonb3oBaHue 6Goree  pauuMoHanbHbiM U npuHecno  6bl

AOMNONMHUTENBHbIN 40X04 KaK KOMMaHUAM, Tak n 6I-0D,)K€Ty.

D. Yergin:
So in order for Russian companies to be able to capture the unconventional
sources, changes in the fiscal system are necessary to stimulate that

development?



A. [JlokoB:

Be3ycnoBHO, HO 34eCb Hy)XHa paboTa No ABYM HanpasneHuam. lNepBoe — 310
TEXHONOrM4yeckoe pasBUTUE U HOBbIE TEXHOMOMMKN, PasBUTUE ITUX TEXHOSOMMIA K
npuobpeTeHne HaBbLIKOB M COOTBETCTBYHOLEN MHpacTpykTypbl. [Ons Havana
pa3paboTkn Tex xe OaxeHOB, HedPTU W3 HU3KOMPOHULAEMbLIX KOJINIEKTOPOB,
notpebyeTtcs gononHuTenbHoe obopyaoBaHWe, HaBbIKM, TEXHOMNOMMKN, HO CaMoe
BaXHOe [Ofs HAc HarnpaBreHue — 3TO MepeHacTponka HanoroBonM CUCTEMBI.
Ecnn mbl nmeem ueHy Ha HedpTb nopsgka 50 pgonnapoB 3a 6appenb, TO
rocyaapcTBo roBoput: «He mmeeT 3HaveHusi, BO 4TO Bam obownacbk obblya
aToro 6appens, Bbl NPOCTO AOMKHbI oTAaTb Ham 30 gonnapoB 3a Gappenb».
Ecnun e mbl roBopyM 0 TpyaHOM3BNEKAEMbIX 3anacax Unum o Tex xe baxeHax,
cebectoumMocTb MoXeT ObiTb U 25. [loaTomy ecnu Mbl npubasum 30 K 25, Mbl
NoNy4Ynm yBbITOK AN HEPTSAHBIX KOMNaHUI nopsaka NATK 4ONNapoB, HO 3TO ANs
npumepa. To e camoe KacaeTcs M MPUMEHEHUA TPETUYHbIX METOAOB AJiS
noBbIlWEeHNA HedTeoTaaun. Ecnn npaBuMTEnbCTBO BCe-Taku pemntcs caenatb
3Ty cuctemy bonee rmMbkon U B TOM crnyyae, Korga Mbl, YCIIOBHO roBOpsi, TpaTuMm
25 ponnapos, 3abupatb He 30 gonnapos, a, ckaxem, 22 pgonnapa, — 9T0
MNO3BONIMT HaM B3ATb 3Ty KaTeropuvio 3anacoB, Oyab TO TPyAHOU3BIEKAEMbIE,
HeTpaauUMOHHbIE WM NPOCTO HedTb B paMKax MporpaMmbl MOBbILLEHUS

HedpTeoTaaum.

D. Yergin:

Let me ask a question that follows from that, to both Mr. Alekperov and Mr.
Dyukov, as well as to Mr. Pouyanné and Mr. Descalzi. What happens to the
Arctic in the lower-price environment that we are seeing? Does Arctic
development continue, or is it being pushed back? Maybe start with Mr.

Alekperov.



B. AneknepoB:

MHorMM cugsawmum B 3ane, HaBepHoe, Y)Xe Hagoero, YTO 9 BCe BPEMS 3aBOXY
peub 006 ApkTuke. OOHako 3akoH [OENCTBUTENbHO He paspellaeT Halnm
HauMOHanNbHbIM KOMNaHuaAM paboTatb B ApKTUKe, y cebs xxe goma. A Hagerch,
YTO 3TO 3aKOHOOATENLCTBO ByAET N3MEHEHO M Mbl NONTYy4YUM BO3MOXHOCTb BECTU
reosioropasBefoyHyto paboty. Mbl 4OCTAaTOYHO akTUBHLI B HopBexckom mope. B
nocnegHem payHae npaBuTeNbCTBO HopBernn npucBomsio KOMNaHumM yvyactme B
KpynHoM 6510Ke, TO €CTb Mbl UMEEM YHUKasnbHbIA ONbIT paboTel B ApkTuke. Halu
BapaHgenckmn TepmuHan ctabunbHO paboTaeT yXe MHOro IneT; CeBepo-
Kacrnnckne MecTopoXaeHust cerogHs Ao 48 kunomeTpoB OT Gepera noKpbIThbl
nbaoM. Mbl cerogHsa MoXem paboTaTb B CIOXHOM NeaoBon o6CTaHOBKe,
NO3TOMY BOMPOC HE COBCEM MO agpecy. A HagewcCh, YTO, NOSy4YnMB Takoe Nnpaso,
Mbl O6ydemM WHBeCTMpoBaTb B apkTuyeckun wenbd Poccuickon depepauunm

[locTaTouHble cpeacTaa.

D. Yergin:
Mr Dyukov?

A. OokoB:

Moo APpPKTUKOM Mbl MOHMMaeEM He TOSbKO wWenb®d, HO W Tepputopuio 3a
MonapHbLIM Kpyrom, TO €CTb B TOM u4ucrne cyuwy. Ecnn roBopuTb O KOMMNaHUK
«lasnpom HeTb», ONA HAac 3TO He TONbKO Byayuiee, HO yXe n HacTosiwee. B
pamMKkax Haiwlen nporpammbl «Bpems ApKTUKU» yXe peann3oBaHO TpU NPOEKTa.
Kak Bbl 3HaeTe, ABa roga Hasag Obina BBegeHa B aKchnyartauuio nnatdopma
«lMpupasnomHasn». OTO NepBbli POCCUNCKNI LLIENbAOBLIN apPKTUYECKUIA MPOEKT.
Mbl npogomkaem OypeHue, HapawmBaem [oO6blby. BTopon npoekT, «HOBbIN
MopT», — 9TO KPYynNnHOE MECTOPOXAEHME Ha nonyoctpoBe HAman, ToOxXe
apKTuyeckas Tepputopusi. OTO MecTopoxgeHue Obino OTKpbITo ewe 50 net

Ha3ag 1 ctano nepBbiM MeCTOpPOXAEeHMEM YyrnesogopoaoB, OTKPbITbIM Ha 3TOM



nonyoctpose. [lBa roga Hasag Mbl BBenM 3TO  MECTOPOXAeHue B
NPOMBILLMIEHHYO 3KCryaTauuio, a B Hadane 9Toro roga, nocne BefeHUd B
akcnnyaTtaumio TepmuHana «Bopota ApKTUKM», Mbl, N0 CYTW, NOSy4Unu
BO3MOXHOCTb KPYrNOroAUYHO 3SKCMNSlyaTupoBaTh AAaHHOE MEeCTOpPOXAeHue. IOTO
OYeHb KPYMHOe MecTopoXaeHune ¢ foObl4en Ha ypOBHEe MonyTopa Munnuapnos
Oappenen. Peannsauuns aToro npoekra npoaosmkaeTcs. TpeTuin peannu3oBaHHbIN
npoekT — 310 Meccosixckast rpynna MeCTOpPOXAEeHUW, Toxe ceBep fAmarno-
HeHeukoro aBTOHOMHOIO okpyra. OTO Hall MPOEKT COBMECTHO C «PocHedTbio».
OH He MeHee KpynHbi, YeM nNpoekT «HoBbI [MopT», N 3TO MECTOPOXAEHNE Mbl
BBOAUM B MPOMBbILLIIEHHYHO 3KCMyaTaumio yxxe B CeHTs0pe.

EcTecTBeHHbIN BONPOC — KaK 3TO caernaTb B YCNOBUAX HbIHELHUX HU3KUX LIEH.
Ecnv Mbl BO3bMEM apKTUYecKne TeppuTopunM C CYpPOBbLIMWU KITMMATUYEeCKUMMU
YCNOBUAMM U NbAaMN, HACKONbKO MHBECTULMN OKyrnaembl? OHM He NPOCTO MOryT
OKYMNMUTLCHA, OHW YXXe OKynawTcA. Ecnn B3aTb WenbdoBbIN NMPOEKT nnatgopmy
«lMpupasnomHasa», ToO B HACTOALWMA MOMEHT Haw yaenbHbin OPEX coctaBnser
nopsgka 11 ponnapoB Ha Gappenb. Ecnn xe npu aTom nocumtaTb yAesbHblE
OPEX n CAPEX BmecTe, TO 310 nopsigka 20 gonnapoBs 3a 6appens. Nocne Toro,
Kak MecTopoXaeHue OyaeT BbiBEAEHO «Ha MNOnKy» [0o6bluM, Hawn yaesfbHble
OPEX n CAPEX cocrtaBaT Bcero cemb gonnapoB 3a Oappenb. Ecnu wmbl
BO3bMeM MecTopoxaeHue «Hosbin [MopT» — a ero ceepxrerkasd HedTb MO
KadecTBy nydiwe, yem HedpTb Brent, — B HacToAWMN MOMEHT yaesnbHbin OPEX
cocTaBnsieT Bcero Tpu gonnapa 3a 6appensb. [locne Toro kak mectopoxaeHue
OyoeT BbIBEOEHO «Ha MOSIKy», 3aTpaTbl COCTaBAT BCero ABa C MOMIOBUHOM
pgonnapa 3a Oappenb. A pacckaszan o6 yxe peanu3oBaHHbIX MPOEKTax,
NMEIOLLNX BaXKHOE cTpaTermdeckoe 3HavyeHue: Mbl co3fanu nraugapm, KoTopbin
MOXeM MCMNoSib30BaTh ANd peanusaunmn pyrux NpOeKToB Ha 3TUX TEPPUTOPUSAX.
OTO W reonornvyeckne u3y4yeHust HOBbIX Y4yacTkoB, M paspaboTka HOBbIX
MEeCTOpOXAeHun. Ecnu roBoputb O APYrux LWenb@OBbIX NPoeKkTax, KoTopble

HaxogATCA Ha HadalsibHOM 3Tane NMOUCKOBbIX pa60T, TO B MMEKLLNXCA YCITOBUAX



AaHHble MPOEKTbl He OKynawTca. TeM He MeHee Mbl npogosmkaem paborTy,
HakannmMeBaem OnbiT M 3HaHMA. B TOT MOMEHT, Korga BCe-Taku MOABUTCS
NOTPebHOCTb B POCCUIACKOM APKTUKE — TakoW MOMEHT HacTaHeT, no 6orbLomy
CYEeTYy 3TO OHa W3 NMOCIeAHUX KPYMHbIX YrieBOAOPOaAHbIX MPOBUHUUK B MUpe, —
Mbl Byaem B pole position n cmoxeM BbICTPO OTpearMpoBaTb U NPUCTYNUTb K

paspaboTke.

D. Yergin:

So let me ask Patrick and Claudio to respond. Where does the Arctic now stand
in your companies’ portfolios? How important is it, and more generally, what has
happened to high-cost, long-term projects now that we have been in this period

of price decline? Patrick?

P. Pouyanné:

As Alexander said, it is all a matter of cost for us. You have different types of
Arctics, and by the way, we are heavily investing today here in the Yamal
Peninsula, in Yamalian energy projects involving on-shore gas, which are very
efficient because it is low-cost gas. Often when we speak about the Arctic in the
Western world, we think of the adventures of some of my peers in the north of
Canada, which were obviously very expensive, high-cost barrels. These high-
cost barrels do not really resist the volatility of oil prices, and we need to be
careful of that. For us, it is not really a question of Arctic or no Arctic, it is a
guestion of whether it is profitable. Is it resistant to the volatility of oil prices? Is it
resistant to USD 50 per barrel, or whatever we think it will be for the future? In
the Yamal Peninsula, we are now developing more than 30 bcf; it is low-cost gas,
so we are very dedicated to that. Because of the size of the resource, we are
investing in a project of USD 27 billion, which will be put on beginning next year,
and we have continued this low crude price, because we know it is profitable

even with low oil prices. So again, with the Arctic like it is, it depends.



Then on the other points, as you know, my strategy is purely to try to avoid going
for high-cost barrels in the future, because these obviously are not resistant to
the volatility of crude. For me, it depends on selecting the right assets, and on the

cost per barrel of these assets.

D. Yergin:

Claudio?

C. Descalzi:

| think that the answer to that has been extensively covered, and | share the point
of view of the previous speaker. For Eni, we have just one asset in the Barents
Sea, in Goliat, which is about USD 40-45 per barrel for break-even, so it
depends. Eni is not in the Arctic; we do not want to be in high break-even
projects. We made a big effort through huge exploration and discovery, and we
succeeded in reducing our break-even. Now every break-even looking forward
for our project is about USD 27 per barrel, which is based on a technical break-
even cost of less than USD 20, about USD 18 per barrel, with an exploration cost
of USD 1.2 per barrel. That is the main reason: low exploration costs and low
operating costs. So the Arctic can be inexpensive, or it can be very, very
expensive; it depends on different things. But clearly, we are moving toward

exploiting assets that can be resilient in the range of USD 25-30 per barrel.

D. Yergin:
In both of your companies, what is your perspective on the global gas market?

Do you see it as oversupplied? | know you have just had a major discovery off of
Egypt.



C. Descalzi:

The gas market is another issue. The LNG gas supply is quite tight. We have a
lot of new projects in the next four or five years, until 2022, and there is not a lot
of room. After that, we see that there are good slots. As for our discovery in
Egypt, it is mainly for the domestic market; we also have some possible energy
exports. It is a very cheap project, so Egyptian gas can reach the European
market at a reasonable price. And for Mozambique, it is at the same level; it is
quite cheap in terms of EMP. We have a floating LNG, and we are going to
sanction the project this year. We have already covered gas sales for the next
20 years. But it is gas for Mozambique that can start in 2022—-2023 and the

different phases going forward.

D. Yergin:

Patrick, do you want to add anything on the global gas market?

P. Pouyanné:

Clearly, when we analyse the future market for oil and gas, the growth in gas will
be larger than oil. Historically, we have developed more oil than gas, but gas is
clearly the right hydrocarbon for the future. You all know that in terms of CO,
emissions, a gas-powered power plant emits half as much CO, as a coal-fired
power plant. So we think there is a bright future for gas, and that the right energy
for the future will be a combination of gas and renewables, if you want to take
into account the climate challenge.

And by the way, answering your Arctic question, | should have added that we are
also focusing on gas there for another reason: the Arctic is a fragile ecological
environment, and after what happened in the Gulf of Mexico on Macondo, we all
have to think about the consequences of a potential accident in the region where

we operate. From that point of view, Arctic oil could be more complex to handle



in case of problems. So gas is clearly the core of our strategy. That is why we
invested in Yamal LNG again.

LNG, for sure, will be a real challenge for all of us, in particular in Europe,
because in the coming years, we will face a number of projects coming on
stream not only in Australia, but also, as you all know, in the US. The new LNG
wave of US energy will come on stream. It will naturally come to Europe,
because we have a lot of re-gas terminals in Europe, which are currently not full;
so there will be competition there. By the way, it is not too bad for Russian gas,
because Russian gas is low cost and probably lower cost than US LNG, but
there will be competition for the coming years. So we are now thinking ahead to
new projects. It is better to think about them for 2022-2023 and beyond, because

until then we have another supply of gas in the market.

D. Yergin:

Certainly we will see several of the major US LNG projects coming on stream in
the next few years, which, as you say, will be adding to the supply. In the first
guarter of this year, India's oil demand grew more than China's, and that was a
signal of how much more important India is becoming in the global oil market. At
the same time, the Indian government, under Prime Minister Modi and Minister
Pradhan, has undertaken some very major reforms to change the circumstances
in India and to ensure that it has the energy for its economic growth.
Mr. Pradhan, maybe you could describe those reforms and why these historic

changes are taking place.

D. Pradhan:

Thank you, Daniel. You mentioned rightly that India's growth trajectory is very
high. With a decisive leadership, we are creating a new market and a new
stimulus for some policy reform. We are opening up our domestic market. Just

now | was asking my Eni friend, why don’t you come to India? And persuading



my Eni friend, why don’t you stay in India? Because we have come out with a lot

of reforms.

D. Yergin:

Did you persuade him?

D. Pradhan:
| am trying to persuade him. He does not want to leave India; he is in a dilemma.

And | am inviting my friend from Total to come to India.

P. Pouyanné:

You have to liberalize the market.

D. Pradhan:

Yes, | am on that path. | have already deregulated the major commodity deals
over the last one and a half years, and Daniel you are right about how we see
our market. India has realized one thing: we have aspirational operations, we
want more power, and we need more energy for our developmental trajectory.
After 70 years of our independent journey, we have realized that we have to link
all these commodities to market forces.

When we formulate the policy of the new breeding ground, we are primarily
giving four new dimensions. We have given complete freedom of market price for
any kind of hydrocarbon production. It will be market-determined. The producer
will be free to sell to anybody. The government will have no role; it will not dictate
to whom they will sell. The government will come out with a new, revolutionary
model. My prime minister had a very clear vision, that there should be minimum
government and maximum governance. This is not a mere slogan for us. We are
practicing it. That is the primary reason we have undone micro-management

from any kind of investment.



Finally, we have new EMP activities. We have given open access to all forms of
subsidy that create a positive vibe within the investor. In a developing world,
subsidies are the issue. In India, you understand, we want to give some
protection, some kind of welfare regime to our own section of society. Gradually,
we have started targeting our subsidies. We are very much focused on the fact
that subsidies are not meant for everybody. There is a political consensus
emerging and cutting across political ideology: subsidies should be given to
needy people, not to all the people. That has created very positive vibes in the
market.

Finally, on transparent policy, | repeat that government has no business micro-
managing finance. Government is a facilitator. India has had a very decisive
government for the last two years, and over the last two years, India has put its
hydrocarbon industry on track. It is with full confidence that | am persuading my
Total friend to come to India. | am ready to open up, | am very keen. More

competition will create more benefit for my consumer.

D. Yergin:
How difficult has it been to do the reforms, to link commodity to market prices
and market economics? Many people here are interested in energy reforms. How

hard has it been?

D. Pradhan:

In your introduction to India, | am very thankful to you. You mentioned one thing:
India surpassed China in the last quarter. That is the magic. As | said, we have a
very aspirational society. We want to grow. We want to develop ourselves. In
India, there are different economic strata. | do not hesitate to admit that India is a
democratic welfare state. We have a responsibility to one section of society. We
have to handle them, but there is now a greater consensus among society that if

we are going to have a sustainable developmental roadmap for the longer term,



we have to link commodities to the market. Doing that, we have to take care of a
small segment; we have to take care of a sizable segment sometimes, but we do
it with transparency. | am confident that the population of India has supported us,
both inside the parliament, outside in society, and within the indigenous

community. | am very enthusiastic.

D. Yergin:
Would any of the CEOs here like to give any advice to Mr. Pradhan to help the

reform process along? | think, Patrick, you started to do that.

P. Pouyanné:

No, | just mentioned that there is a rule in India where if you do not invest a
certain amount of money, you cannot build any retail networks. For us, India is
mainly a market, and we are ready to invest in such a growing market, provided
we can do it with free and equal rules for everybody. But | promise you, Mr.

Minister, | will come to India to visit you, to see if we can do something.

D. Pradhan:
Thank you.

D. Yergin:

Any other comments from any others?

C. Descalzi:

| think that they are doing very well, so they should continue to make reforms.
And one point that is common not just to India, but to other countries: what we
experienced in the past was bureaucracy and attention focussed on different

projects, especially when you make big investments. | think that now they have



changed and they are doing very well, so no advice, but my advice is to continue
like that.

D. Yergin:

One thing that we know about energy markets is that when everybody agrees
about everything that is going to happen and what direction it is going to go in,
something happens that changes the outlook. That gets us to the subject of
disruptions. Adi Karev from EY has some thoughts he wants to share, to put a

framework around discussions about the future of energy.

A. Karev:

Daniel and all guests, | am not going to try and talk about the future of energy,
because all of us here who have tried to talk about the future of energy have
been proven wrong in the past couple of years. What | am going to talk about is
that the fact that we have been wrong, or that our predictions have proven to be
less than accurate about the point that would allow us to enjoy a much higher
return than we have in the past two years. In a business that is based on what
Daniel just described as high-cost, long-term projects, we are in an environment
of low-price, long-term, high-cost projects, and that is, by definition, something
that cannot live in an equilibrium, so we are looking and experiencing disruptions
to the degree that we have not been able to predict. Stability in the market
requires knowledge, confidence, and certainty, and most of the things that have
caused disruption and resulted in a low oil price have been everything but those
categories.

When we talk about disruptions, we also tend to categorize them all in one
bucket and assume that all disruptions are the same. Unfortunately, not all
disruptions are the same. Disruptions that are the result of forest fires or natural
disasters are short lived; they will revert back to what the situation was because

they are manageable. Unfortunately, disruptions that are the result of



geopolitical, political, and geo-economic issues have proven to be very
unpredictable, to put it mildly, and substantially longer-lived than we were all
hoping for, and yet we operate in an environment that is very much dependent on
our ability to manage those above-ground risks. We focus on long-term, below-
ground projects with technical viability. We have proven the capacity to manage
almost all technological issues associated with exploration, production, and
drilling. We have not proven the ability to manage the risks and uncertainties
associated with what happens above ground. That is just on the supply side.

And then we add the demand side. On the demand side, obviously, we were
assuming that China's growth pattern was going to exist for as long as we all live
and work profitably, and it turns out that is not the case. With all due respect to
India's plan, Mr. Minister, | agree with the concept, the intent, and the need to do
so, but it is driven by a government that was elected by the people, and if the
government elects somebody else that decides to do something else, then what
happens to the long-term projects that Patrick or others are going to be involved
in? How do you manage that demand side, which is almost by definition less
manageable than we would like it to be? We have seen it in many places around
the world.

Talking about renewables, to what extent are consumer behaviour and attitudes
going to change, to the point where they will dictate our ability to use more gas,
more alternatives, and more solar in spite of the low cost of hydrocarbons, just
because of the fact that they want a cleaner environment? That is also not as

predictable as we would like it to be.

D. Yergin:

You pointed to what is potentially a major disruption, and that is really what has
come out of the Paris climate conference. Is the Paris climate conference a
disruption to the industry, and how is the industry responding? That is a question

for the whole group, but do you want to say something first?



A. Karev:

| will take the first stab. | do not think it is a disruption. | characterize disruptions
as things that are unpredictable, unmanageable, and coming in waves, and |
think that the agreement in Paris was something that is more predictable. It is
manageable if it is long lived; in fact, it has the capacity to influence what we do
and how we do it, and it is less disruptive than some of the other activities that |
have had. It is a change, there is no question about that, but if we look at what
Total has done in terms of public announcements about investments in
renewables, that is to a very large extent based on the prediction that this will

remain the case. So it is less disruptive and more of a change.

D. Yergin:

Patrick and anybody else who wants to chime in?

P. Pouyanné:

For me there are the words “before” and “after” this agreement, because now
190 countries recognize that there is an issue. Of course, in the energy world,
things do not change as they change in the Internet world; you do not suddenly
have a disruption, because we deal with long-term investments. But it is also
important for us to take these signals into account, and if we are all serious about
going to a two-degree world, you will still need oil and gas, let us be clear. In
2015, 60% of the energy mix was oil and gas, and in a two-degree world, in
20 years, it will still be at least 40% and maybe more. So we will need oil and
gas, and oil companies obviously have a long life in front of them.

But at the same time, if you look at what will be the growing market in the energy
world, it will also be other technologies, like renewables and power. In fact, when
you look seriously at all that, the power demand will grow much quicker than the
hydrocarbon demand. We need power, and we need it because it is obviously

easier to eliminate some CO, in power prediction than in transportation. But also



in transportation, we have to look very seriously at what is happening in a country
like China, where we see a growing push for electric cars in big cities. Quicker
than we believe, we could have a world where many big cities will have electric
cars as the dominant means of transportation. All that has to be faced. We have
time, but at the same time we have to take a stance.

At Total, we know that we will still be a major oil and gas company in 20 years,
like today, but we want also to prepare for the future and pave the way. That is
why we are investing in solar, and it is why we have just decided to invest in a
battery company. We are staying in the gas and power value chain, which is the
integration that we are following up strategically. But the world has always
changed gradually; that is not new, you know. Three hundred years ago we were
using wood, then we went to coal, then to oil, now to gas, and tomorrow to
renewables. There is a continuous change, but we should not miss the real

change, and we need to prepare for the future.

D. Yergin:

Claudio?

C. Descalzi:

We have to recognize that in Paris, a lot of countries recognized the need to
have a stronger commitment, but | do not think that recognizing it means solving
it. An example of the paradox is that Europe recognized this issue before others,
in 2008, and we took a strong engagement on the 20-20-20: to increase our
renewables by 20%, reduce our emissions by 20%, and increase energy
efficiency by 20%. That was very nice and good, and we put a lot of effort into
subsidies.

But if there is no policy, then the market can drive you in another direction. What
happened is that we increased renewables by about 7-8%, but we changed our

energy mix that for the previous 20 years had been based on gas, and we



increased coal utilization by about 10% in power generation. So at the end of the
day, there was a big commitment and a lot of money spent, about 250 billion per
year in renewables, and then you have an energy mix based on a renewable
from one side and coal from the other side. In Europe, this 40% of coal causes
about 78% of the CO, emissions, and 1% of coal has the effect of destroying
10% of renewables.

So policy is very important. If you leave it to the market, the market is going to
buy coal, because it is cheaper. So while we recognize this issue to reduce the
temperature, or at least keep it at two degrees, we still need commitment and
policy. There is no commitment from any country; there is just recognition.
Commitment means taking a policy, like for example the Emission Performance
Standard that the UK adopted, that is going to measure the emissions for each
plant. Otherwise, it is just words. It is not enough to recognize an issue; you have

to act, and politicians and policy have to act on it.

D. Yergin:

Thank you. Minister Pradhan, | know you wanted to say something.

D. Pradhan:

In India, we never thought of COP21 as a disruption; we converted it into
advantages. Let me inform you about two or three initiatives that we are doing in
our industry, in our sector. India is currently using Euro 4. We have a big plan
after COP21, and had one prior to that also. By 2020, we will be supplying Euro 6
standard oil to our market. We have started upgrading our refining sector; we
have started investing into our refining sector in a big way.

We have consciously made another decision: we want to convert our energy
sector into a gasless energy sector. We are putting huge investments in pipeline
and energy terminals. We are developing new CGDs, we are creating new

policies for our energy sector, fertilizer sector, and transportation sector. How do



we infuse huge gas into our transportation sector? Finally, as one of my friends
mentioned, India is now supplying LPG to 170 million households. According to
this financial plan, in the next three years, India will add another 15 million new
households, those who are living below the poverty line. The government will
handle them. In that way, we saw COP21 also as a hew vantage point, a turning
point. We restructured our strategy, and now we are very focused on creating

new investment and adding a new economic model to our industry.

D. Yergin:
Mr. Del Pino?

E. Del Pino Diaz:

As a producer we have a really practical view of this issue. To us, this is a
magnificent opportunity to increase our efficiency, and when we are talking about
efficiency in the energy generation, oil is the most efficient. We need to
remember that almost 30% of generation today is coal, which is the most
significant polluter, and there is a very big opportunity for coal generation to be
replaced by oil. So it is a big opportunity for the replacement of oil in the near
future rather than renewables, which are not up to the point of efficiency. And this
Paris agreement is a very good opportunity to increase the efficiency of those

energies.

D. Yergin:

Minister Del Pino, we know that Venezuela has the world's largest oil reserves,
but Venezuela is also in a terrible economic crisis right now. Can you tell us what
the effect of the economic crisis in Venezuela is on your oil production? And what

is the potential for stopping the decline in oil production in Venezuela?



E. Del Pino Diaz:

Thank you for the question. In Venezuela, unfortunately, we are too dependent
on oil, and that is something that our government is changing. Thanks to this
cycle of very low prices, which is the largest, as my friend Novak says, in the last
45 years, we never have had such a long low-price cycle as this one. This has
made a very big impact on Venezuela, which has resulted in us changing all of
our production to other areas where we have a huge potential.

But how are we going to handle oil production, and how are we handling this with
our partners? Well, actually, Total and Eni are two of our most important partners
in Venezuela. | was talking to Mr. Pouyanné, and | thank him for his comment
that this crisis brings a lot of opportunities in the country with the largest reserve
in oil. We are finding ways to cooperate with each other in order to use all the
advantages for production. When | hear about the cost of producing in other
areas and | compare them with the cost of production in my country, we really

have a very competitive advantage.

D. Yergin:
So do you think that Venezuelan production will continue to fall, or will it flatten

out? And of course there is a concern about electricity.

E. Del Pino Diaz:

That is a very good question. We are in the middle of a transformation of the
matrix of production in my country. My country typically produced most of our oll
in light and medium oil, but we are converting our production to heavy oil. An
efficient way to produce it is blending light oil and heavy oil, but you start to be at
a point where you need to go with another investment in upgrading the heavy oil
or taking advantage of the excess of light oil that is being produced in other areas
like the United States, for example. Or, for example, we are reactivating the

refinery capacity that exists in the Caribbean. Last Friday, we agreed with the



government of Aruba to reactivate a refinery that is going to be used as an
upgrader for our country. We are going to need to either blend or upgrade our oil,
and we are in the midst of fighting with the decline of the light reservoirs, but at
the same time, we are increasing our requirements for heavy oil. Because the
type of refinery that you have in the market, especially the huge market that you
have in the Gulf of Mexico, is for medium to heavy oil, not for the light oil that is

being produced in excess. And there is a huge opportunity for us in that market.

D. Yergin:
Mr. Dyukov, can you say something: in the last couple of years, during the period
of low prices and other stresses in the marketplace, what has been happening in

terms of technology development around oil and gas production in Russia?

A. [JiokoB:

C obcyxgaemMblM TEXHOSTOrMYECKUM BbI30OBOM Mbl CTOSIKHYITUCL YXX€ [A0BOJSIbHO
AaBHO. He cekpeT, 4TO KayecTBO 3anacoB, C KOTOPbIMA Mbl paboTaem,
ecTecTBeHHbIM o0Opa3oMm yxyawaeTcda. [Onsg nogaepxaHua wnuv  yBenunyeHus
o6beMoB J06bI4MM Mbl OOSTKHbI BOBIieKaTb B pa3paboTky TpyAHOW3BNeKaemble
3anachbl, AOMKHbI yBenuymBaTb HedTteotaady. C Apyrol CTOPOHbI, UCTOYHUKOB
BOCMOSTHEHUS 3anacoB He TaK MHOro: 3TO HeTpaAMuMOHHbIE 3anackl, HePTb U3
HU3KOMPOHMLI@EMbIX  KOJIJIEKTOPOB,  apKTU4eckue  Tepputopuu,  wenbd.
CooTBETCTBEHHO, CTOAWME neped HamMu 3adadm n  popMupyoT And Hac
HanpaBneHnss TEeXHOSOrMYECKoro pasBuUTUSA. OTUX HanpasfieHU OOCTaTOYHO
MHOro. B komnaHum «la3anpom HedTb» OHW KOHBEPTUPOBAHLI B ONpedesSieHHble
nporpammbl. Cenyac aTux nporpamm nopsigka gecatun. B HMX BXoguT okono cta
NMPOEKTOB MO HalleMy TeXHONorn4eckomy passutuio. Mbl Hayanu 3Ty paboTy He
BYepa 1 cenvac paboTaemMm C TeEMU 3anacamu, O KOTOPbIX Mbl HE 3HaNK, Kak K HUM
nogouTun, elle gecATb NeT Hasan. EQUHCTBEHHOE, YTO M3MEHMNOCh, 3TO TO, YTO

paHbLlEe Mbl pa60Tan|/| B OCHOBHOM C 3anagHbiIMMW nNapTHepamMun: A roBopr O



HETSAHbIX  KOMMNAHMAX, HeTECEPBUCHBIX KOMMAHUSAX,  MHXUHUPUHIOBbIX
kamnaHusx, npovsBoanTensax obopyaoBaHus. CerofaHsi ke, Nocre M3BECTHbIX
cobObITMI, Mbl Bonble paboTaeM C HaWKMMKM OTEYECTBEHHbIMW NapTHepamu. A
XO4y cKa3aTb, YTO yXKe eCTb yCnexu u onpegeneHHble AocTmxkeHus. MoxeT bbiTb,
cTosime nepen Hamu 3agayvn HENPOCTble, HO, UCXOAst M3 YPOBHS 0O6pa3oBaHus B
Hallel CTpaHe, MCXOAs M3 YPOBHS HaLUero Hay4yHoro noTeHuuana, OHU He

BbIMNMAOAT HEPaA3peLWNMbIMA, N Mbl UX YCMNELLIHO peLlaeM.

D. Yergin:
Mr Alekperov, as you look at different part of the world, West Siberia, the
Caspian, outside of Russia, what parts of the world are you most interested in

this current price environment?

B. Aneknepos:

B nepByio oyepeaob ato [llepcuockmm 3anue u Wpadn. Oanee — Mekcuka,
MekcukaHcknuin 3anuB, rnybokoBogbe MeKCuKaHckoro wenbdga. Bce 6onbulie
CTpaH npoBoAAT pedopMbl N co3[atoT ANs MHBECTOPOB KOMJOPTHbLIE YCITOBUS.
OpHon mn3 Takmx cTpaH sBnsetcsa Mekcuka, koTopas NpPUHUMaeT AO0CTaTOYHO
KOM(OPTHbIE 3aKOHbI: Yy Hee eCTb CeBepHbll KOHKYpPeHT, W YCrOoBUA Ha
MEKCUKAHCKOM YaCTu He OOMKHbI ObITb Xyxe. MeKkcrKkaHCKue 3akOoHbl MofyYyaroTcs
AO0CTaToO4HO XOpOLWWMU, MpuBEKaTenbHbIMM AN MHBECTOpoB. HecnpocTta B
HOBOM payHae OyayT yyacTBoBaTb abCOMKOTHO BCE KPyMHeWwune KoMnaHum
Mupa.

OueHb MHTEepecHbl Te coObITUSA, KOTOpPbIE NPOMCXOAAT B panoHe [lepcmackoro
3anuBea. Mpakckue npoekTbl Mokasanu CBOK XM3HeCnoCoBHOCTb. B yacTHoCTH,
komnanus «JTYKOWIT» yxe B aerycte nOMHOCTbIO KOMMEHCUpYeT CBOU
NcTopuyeckne 3atpartbl M HAYHET HOBbIN MHBECTULWNOHHBIA LIMKIT B TOM pexume,
KOTOPbIN MO3BOMUT UMETb KOMOPTHbIE 3KOHOMUYECKMe nokasaTtenu. [1noc Mol

BeaeM neperoBopbl C MpakKCKMM NMpaBUTENTIbCTBOM O KOPPEKTUPOBKE KOHTPAKTAa,



NOTOMY 4TO B JOBOM crnyyae OH AO/MKeH OblTb CerogHs WHTepeceH Ond
MHBECTOPOB. [Mpn TakoW KOHKYpeHUUW U MpU TakKmX HU3KUX LieHax BCe CTpaHbl
cerofgHsa 3agymanucb O TOM, Kak co3jaTb YCrnoBusi ans mHeBectopoB. Mbl Bce
XOoem 3akoHogatenbctBO WpaHa. Hapeemcs, 4TO oceHblo OHO 6GyaeTt
Npe3eHTOBaHO UHBECTULMOHHOMY coobuiecTBy. Torga Mbl CMOXeM caenatb Ans
ceba BbiBogbl 00  MHBECTULMOHHOM  MNPUBIEKATESNIbHOCTU  MPOEKTOB,
PacronioXXeHHbIX Ha TEeppuUTOpuUM ITOM CTpaHbl. YXXe CerogHs Mbl akTUBHO
n3yyaem BO3MOXHOCTWH, YTOObI K 3aBepLleHunto dopMupoBaHnd
3akoHogaTenbCTBa ObITb FOTOBLIMU K aKTUBHOW AeATeNbHOCTU, ecnu aTo byaer
9KOHOMMYECKN npuBrekaTesibHO. BOT rnaBHble HeTEHOCHble MNPOBUHLMK 3a
npegenamm Poccuun, KoTopble Hac MHTepecytoT. Ha Tepputopmnn Poccun cerogHs
OYeHb MHTepecHa HoBad npoBuHUMSA Ha CesepHoM Kacnuu, copmumpoBaHHas
komnaHven «JTYKOW». 3To yHMKanbHas NPOBUHUMSA: B Hell Gomblue cemu
Munnuapgos Gappenen wusBnekaemblx 3anacoB. Mbl  npogorkaem BecTu
reosioropasBefky, u B 3ToM rogy OypsATCHA O4YeHb MHTEPECHbIe CKBaXXUHbl — KakK
Ha KpanHem CeBepe, Tak n Ha banTtuke, n Ha Kacnun. Mbl Hageemcs Ha HOBble
OTKPbITUS, KOTOpPblE NO3BONAT HaM HapaCTUTb Hally pecypcHyto 6asy, 4Tobbl B
Te4YeHne [ONroro BpeMeHW He TOSbKO He CoKpawaTb MpPOM3BOACTBO, HO U

HapallnBaTb €ero.

D. Yergin:

Was the Caspian discovery with the seven billion barrels a new discovery?

B. AnekneposB:

OTO Te MECTOPOXOEHUSA, KOTopble He Oblnn mn3secTHbl B nepuog CoBeTcKoro
Coto3a. Komnanma «JIYKOWI» Ha ©BOM puCK, Ha CBOW CpeacTsa
npodmMHaHCUpoBarna nx passegky. 3ta npoBuHUusS chopmupoBaHa ¢ 1994 roaa,
N Kaxablh rog Mbl HapawmBaem o0O0beM pasBedaHHbIX 3anacoB Ha ee

TEPPUTOPUN.



D. Yergin:
Although, as you say, still waiting for the Iranian contract, in a preliminary way,

how does Iran look to you compared to other opportunities?

B. AnekneposB:

Mbl yBEPEHDI, YTO MPAHCKNE KOHTPaKTbl HE AOSMKHbI OblTb XyXXe TeX, N0 KOTOPbIM
Mbl paboTaem Ha Tepputopun Upaka. Ckopee Bcero, ato 6yaet buyback, Ho ¢
KakKUMW-TO anemMeHTamn (pUHAHCOBOro CTUMYNMpoOBaHUA WuHBecTopa. CkasaTb
YTO-TO OOnee KOHKPETHO Mbl NMoka He Moxem. [Moka He 6yayT npeacTaBneHbl
MpaHCKNe 3akoHodaTerlbHble aKTbl, CFIOXKHO FOBOPUTH O CYTU KOHTpPaAKTOB. Ho Ha

98% aT10 6ygeT buyback.

D. Yergin:

Anybody else want to comment on Iran?

P. Pouyanné:
Just to comment, the contract has to be better than Iraq, otherwise it is complex

to invest there.

D. Yergin:
Right.

P. Pouyanné:

Just another comment for Mr. Del Pino. When you introduced yourself, you
reminded us that in this industry today, we face a huge collapse of the oil price
from USD 100 to USD 30. There is a strong over-reaction around the world, and
many countries like Venezuela are facing difficulties. We saw a drop in
production, and we also saw a huge drop in investment in our industry. In two

years, investments will have dropped from USD 700 billion in 2014 to only USD



400 billion in 2016. This is largely insufficient; we all must know that. It is not
sufficient, and today we face difficulties, but in three or four or five years, all the
decisions we do not make today will have consequences. In three, four or five
years we will face a lack of supply. People need to know that it is clearly an
industry where you cannot suddenly accelerate when you do not sanction
projects. We cannot accelerate the capacity to build new facilities. | know that
people think that shale oil has flexibility, but it will not be enough to fill the gap.
So today, countries are facing difficulties, and production is declining.

My other comment is that it is better in this type of situation to use a lot of
partnerships in this industry. The right partners are the ones who stay when we
have difficulties, in order to prepare for a better future with Venezuela and other

countries.

D. Yergin:

Does anybody else want to add anything?

E. Del Pino Diaz:

| completely agree with your comment. That is something that we do not want
and something that we have been pushing at the OPEC level and with all the
producers. That kind of change from USD 100 to USD 30 in six months is not
good either for producers or for consumers. This is a “lose-lose” game, and that
is why we have proposed to try to go to an equilibrium price. The equilibrium
price is a price that can be related to the level of production that is regulated to
the market, but that is able to sustain the level of investment that we require.

We need to remember that consumption in the world today is 95 million barrels
per day, and the decline of the reservoirs is on the order of maybe 8-9 million
barrels per day per year, so 10% per year. Who is going to replace those
barrels? Who is going to invest to sustain that level of production? That is a

responsibility that we have as producers. So we need to be very responsible with



what we do to sustain the price that is able to sustain the level of investment,
which is larger and larger because we are going to more difficult areas, with more
difficult technology, to increase the recovery of the reservoirs. That is a position
that we agree on, and that level of change that is in the hands of the speculators
iIs not good for the market. That is the reason why we were promoting the
meeting between OPEC and non-OPEC countries that was held in Doha last
April, because it is very important that we talk about what level of investment is
required and what equilibrium price we need with respect to the level of

production.

D. Yergin:

But do you think that is possible anymore? At least to some, it seems that the
producers, particularly OPEC, have given up the historic role they had of
balancing the market, and have basically left it to the market to balance itself. If

that is the case, how do you generate the investment that you need?

E. Del Pino Diaz:

Well, we now have a much more difficult market than we used to have back in
the 1980s or 1990s. | remember back in 2008, when the price came from USD
130 to USD 30 in less than three or four months, OPEC took out four million
barrels per day from the market and the price started to recover immediately.
Right now, we can have a situation like the one we have in Nigeria or in Libya, for
example, and you see what is happening to the price.

Now there are several other actors. We have the effect of shale oil, for example,
that the market is regulating at a top level, because it is there, it is active. In one
year the possibility of shale oil may not be active, because they are racing
against time. You know very well that to increase the production of shale oil to
one million barrels per day, they need to drill 20,000 wells. How soon can they do

that, after a year when they have stopped more than 1,000 rigs in the zone? So



now the situation is completely different, and it is going to be completely different
in one year. | agree completely with Mr. Pouyanné that what is happening today
is going to be seen in two or three years, and it is going to be seen with a very

high price that is not convenient for either consumers or producers.

D. Yergin:

Let me ask Mr. Dyukov and Mr. Alekperov. Where does Russia fit in this? Can
Russian maintain its production at its current level? This is a perfect entrance for
the minister. You have come at an absolutely perfect time, because | was just
asking Mr. Alekperov and Mr. Dyukov whether Russia will be able to maintain or
even increase its supply over the next few years, and they were about to answer
that question, but now | do not know whether to let them answer the question first

or just turn it to you to answer that question.

A. HoBak:

Xouy BCcex NONPUBETCTBOBATb M U3BMHUTLCA 3a ono3gaHue. MNMockonbKy s1 MMYHO
NPOCUN BCEX KONMer nNpuHATb yyYacTue B 3TOM NaHenu, s 4YyBCTBYK CBOMO
OTBETCTBEHHOCTb. K coXxaneHuto, MHe yaanocb npuexaTb TOMbKO MNOA KOHeL
obcyxageHna. A xody NOMPMBETCTBOBATb HALMX WHOCTPAHHLIX  KOSSEr,
MUHUCTPOB, KOTOPblE CEroAHs Haxoasatca Ha dopyme, — MUHUCTPA SHEPreTUKK
BeHecyanbl 1 MuUHUCTpa 3HepreTvkn WMHOuW, HawmMxX MHOCTPaHHbIX Konner —
pyKkoBoAUTENENn WHOCTPAHHbIX KOMMaHuh rocnoguHa [lysHHe W rocnoauHa
Heckanuun, a Takke yBaaemoro rocnogmHa KapeBa n yBaXaemblX NUAEPOB
POCCUNCKOro HeTAHOro Komnriekca — rocnoguHa AneknepoBa M rocnoguHa
[llokoBa, KOTOpble Takke COrnacunMcb noyy4yacTBoBaTb B 3TOM WMHTEPECHOW
ANCKYCCUW.

NocnogmnHa EprvHa Bce Bbl NpeKkpacHo 3HaeTe. OTO HeTAHOM rypy, KOTOpPbIN
cerogHs cpegum Hac. A gymaro, YTO OH 3agaBan CIlOXHble U OCTpble BOMPOCHI:

3Has ero, s NPOCTO yBepeH B aToOM. OTO0T ®Popym — tobunenHsin, 20-i. Yyactue



pykoBoAUTENEN KPYMHbIX KOMMaHWA nogyepknBaeT UHTepec K ero TemaTuke.
Bbi3oBbl, cTosWMe nepen HeddTerasoBbiM KOMIMIEKCOM, a Takke WHBECTULUX B
Poccnio, — 3TO [OenCTBUTENbHO akTyarnbHble TeMbl. XO4y 3aBepuTb, YTO
MpaButenbctBo Poccunckon depepaumnm n MMHUCTEPCTBO SHEpreTukn genawoT
BCE [Ans TOro, 4TOoObl COXpPaHATb WHBECTULMMK, TMPUYMHOXaTb UX. Mbl
npurnawaem Hawux MHOCTPaHHbLIX KOSner, KoTopble BHOCAT 60MblWOn BKkNag B
pasBuTUE N peanu3aunio COBMECTHbIX MPOEKTOB C POCCUMCKMMN KOMMAHUAMN Ha
Tepputopumn Poccuinckon ®epgepaumn. Hawa ctpaternsa 3aknioyaeTcsa B TOM, YTO
Mbl ¥ Janblue roToBbl 6bITb OTKPbITEIMU 151 BHELUHUX MHBECTULIUA.

CerogHs Bbl 00OCYyAMNIM  TEKYLLYK) CUTyauulo, Te BbI30Bbl, C KOTOPbIMU
cTankvmBaeTca oTpacnb. Mbl, CO CBOEW CTOPOHbI, MPEKPacHO MOHUMaeM, 4YTO
ceryac nNpoOMCXOOMUT Ha pPblHKE, Kakad pasBuMBaeTCs KOHKYPEeHUuss — U Mo
reorpadoum, M NO CTPYKType, W MEXTONNIMBHAA KOHKypeHuusi. BeegeHue
B6onbWOro konuyecTsa BO30OHOBNSAEMbIX WUCTOYHMKOB 3HEPrUK, KaK rOBOPSAT
MHOIMe, OYeHb CUIMbHO MOBMAUSAET Ha HedTerasoBy oTpacnb. B uenom Mol
roToBbl KO BCEM 3TMM Bbi3oBaM. B pamkax paspaboTaHHOM Hamu
9HeprocTpaTermm Mbl o6Cy)Xganu 3T BOMPOCHbI C HALWMMW KOMMNaHuaMU. Ham
cTano S£CHO, 4YTO Hawa 3ajada — MNOAroTOBUTLCA K 3TUM BbI30BaM,
anBepcuduumpoBaTb Hawy oTpacrnb, BHeAPATb COBPEMEHHbIE TEXHOMOruu,
co3faBaTb YCroBUSA AN BHEAPEHUS TOSNbKO CaMblX COBPEMEHHbIX TEXHOMOMK, a
Takke Ana paspaboTKM POCCUNCKMX TEXHOMOrvn, Ans obmeHa kagpamu, Ons
obmMeHa TexHonormsamu. Mbl OOMKHbI Cco3gaBaTb YCNOBUA — WM Ha 3TO
HanpaBrneHa cenyac Hawa OCHOBHaA AeATeNnbHOCTb — ANns Toro, 4Tobbl
9KOHOMMKA MPOEKTOB MO3BOMsASIa He TONMbKo paspabaTbiBaTe LEWCTBYHOLLME
MECTOPOXAEHMUS, HO N MNoBbIWAaTb APPEKTUBHOCTL UX pa3paboTku, NoBbILATb
KOAOUUMEHT  UM3BREeYeHNd HedpTW, BHeOpPATb COBPEMEHHble  MeToAbl
N3BNEeYeHUs, TPEeTUYHbIE U JaXe y)Xe 4YeTBepTUYHble MeToabl. [ns 9Toro Mbl B
MpaButenbcTBe pabotaem ¢ MuHuCTepcTBOM (MHaAHCOB, npopabaTbiBaeM C

Komneramm BBe€OEHUWE Harnora, HarpasnAavowero KoMnaHmm Ha 9KOHOMUYECKUN



pes3ynbTaT, 3aBUCALLMA OT IKOHOMWUYECKOrO pocTa. Takke Mbl cTapaemcs
cos3gaBaTb YCroBMS ANs  pa3paboTkM  HOBbIX  MecTopoxaeHun. bypget
NPOUCXOANTb W3MEHEHWE CTPYKTYpbl A00bIYKM, CcTapble MeCTOpPOXOEeHUs B
3anagHon Cubupn OyayT 3amewlaTbCsl HOBbIMU, B OPYrMX PermoHax, XoTs Mbl
3Haem, 4YTo ecTb 6onbwon noTeHuuan B paspaboTke TPyAHOU3BIIEKAEMbIX
3anexen 3anagHon Cubupu. Mbl npoctumynupyem m ux gobwelvy. Mel 6yoem
anBepcuuumpoBaTtb MapLlupyTbl MOCTaBOK, Hawa 3agadya — obecneyntb
BbICOKOKA4YeCTBEHHBIMU MCTOYHUKAMM 3HEPrnMM B NEPBYHD ovepenb BHYTPEHHUM
PbIHOK W OcCTaTbCA nuaepamMyn 3KcnopTa YrneBo4OPOAOB U 3HEPreTUyYeCcKmnx
pecypcoB B MMpOBOM MacwTabe. locnogmH EpruH 3agan Bonpoc O TOM, roTOBbI
M Mbl B pamMKax pacTywero B MUpPE Crpoca Ha yrneBoaopoAdbl obecneunTb
coxpaHeHune Tex 06bEMOB, KOTOpPbIE Mbl CEroaHs MmeeM. Bbl 3HaeTe, 4To Poccus
B 9TOM rofy HECKOSIbKO yBenuuut [obbldy HepTM — npUMEpHO Ha BOCEMb
MUNMOHOB TOHH. B Gappensx ato npumepHo 180—200 Tbicay Gappenen B
CyTKW. [1pn 3TOM Halla cTpaTernsa n Hala OCHOBHas 3aJada 3aKno4aeTcsl B TOM,
YTOOblI COXPaHUTb AOCTUrHYTble 06beMbl Ha 3TOM ypoBHE — npumepHo 10,9 MnH
BGappenen B cyTkn. OT10 OT 525 o 545 MUNIMOHOB TOHH B rog. [ns 3Toro mol,
Kak 51 yke ckasan, 6yaem npoBoauTb pedopMbl HANoroBom CUCTEMBbI. A HEe Xo4y
HUKOro nyraTb TEM, YTO Mbl MOCTOSIHHO 3aHMMmaeMmcs pedopmamn. A xouy
CcKkasaTb, YTO Y Hac B LEeNoM AO0SMKHa 3aBepLumnTbCcs pedopma Tak HasblBaeMoro
HaforoBOro MaHeBpa, KOTOPbIA 3akaH4YMBaeT cBOW MexaHuam B 2017 rogy. 910
CHWKEHME SKCMOPTHOM MNOLUMNWHLI, yBENUYEeHWe Hanora Ha [obblvy MOnesHbIX
nckonaembix. Mbl cyMTaeMm, YTo ATOT TPEXSIETHUIN NEPUO LOSMKEH 3aKOHUYNTHCS U
AOJKEH HACTyNnTb Nepuoa ctabmnuaaunm N3amMeHEHNN, BHECEHHbIX B HANOroByto
CUCTEMY, Hapsiay C TeMU U3MEHEHUsMWU, KOTopble ObinvM BBeAeHbl TpU roga
Ha3ag Anst HOBbIX MECTOPOXAEHUN, Ans pa3paboTku wenbga n Ansa paspadboTku
TpyaHOM3BNEKaeMblX 3anexen. UTo kacaetcsa ganbHenwmx nepcrnekTus, 3TO
nepexoq Ha Hanor Ha (PMHAHCOBbIM pes3ynbTaTt, UMK Hanor Ha o0aBNEeHHbIN

aoxon. HeBaxHo, Kak Mbl ero Has3oBeM. [NaBHOe — co34aTb 3KOHOMUYECKME



ycrnoBusa ans Toro, 4Ytobbl 6onee appeKkTMBHO MCMNONb30BaThb CYLLECTBYHOLLYIO
06a3y n BoBneYyb B pa3paboTKy HepeHTabenbHble Ha CErogHst C TOYKU 3pPEHUs
CUCTEMbl HanoroobnoxeHnss obbembl 0OObIYKM, KOTOpble TONbKO B 3anagHomn
Cubupn oueHuBaloTCA B AOecAtb Munnvapaos 6Gappenen 3anacoB, Ha
CErofHSsLHNIA AeHb HEN3BMEKAaeMbIX C TOYKM 3peHust SKOHOMUKN. Poccusa ByaeT
rotoea obecneynmBaTtb COOTBETCTBYHOLIME MOCTaBKM, COOTBETCTBYHOLLME
pecypcbl, HO Ha 6a3e NPOMCXOAALWMX CTPYKTYPHbIX UBMEHEHUI N B reorpaduu, n
B MapwpyTax MOCTaBkM, U B MWHHOBAUMOHHbLIX MeETOAax W3BMEeYeHus, n B

TEXHOJI0TnNAX.

D. Yergin:

One of the questions | was going to ask you was what was on your reform
agenda, but | think you just described that. So maybe one last question for you.
First of all, thank you for joining. We know that your schedule is very intense. You
remember the freeze? Whatever happened to the freeze? Is there going to be
new cooperation, either a freeze or cooperation of non-OPEC with OPEC, or has

that time passed?

A. HoBak:

A cunTalo, YTO HUYEero MNNOXOro M CTpaLlHOro He npowusowrno. Bo-nepBblX, Te
KOHCYrnbTaLuMu, KOTOpble COCTOANUCEL B dpeBpane v B anpere mexagy crtpaHamu
OrlEK n ctpaHamu, He Bxogawumn B OlNEK, nokasanu BceMy pbIHKY, 4YTO Y BCEX
Hac B NpUHUUNE OOHU LieNKn, a KpoMe TOro, Mbl CMOXeM AoroBoputbes. Korga Mol
BCTPETUNUCEL B NepBbiv pa3 B dpeBpane, LeHbl Oblnv o4eHb HU3knmu, Hmke 30
ponnapos 3a 6appenb. CHwKeHue ueH BO MHOMOM HOCWUIIO CMEeKYNATUBHbIN
XapakTep: OHM MOHWXanucb B TOM 4YuUcre B pesynbTate OTKpbITUA 60nbLIoro
yucna KOpPOTKMX MO3vUMW Ha (uHaHCOBLIX pblHKax. Bcero opgHa BcCTpeua,
AaBllas pPblHKY MOLUHbIM MO3UTUBHLIM CUrHam O TOM, YTO CTpPaHbIl-3KCNOpPTEpPSLI

MOryT JOrOBOPUTbLCS, pa3BepHyra 3TOT TpeHa B 06paTHyt0 CTOPOHY. PaKkTnyeckm



C 9TOr0O MOMEHTa LeHbl MOLWN BBEpPX, U Mbl YBUAENN 3aKpbITUE KOPOTKUX W
OTKPbITUE ONMHHBIX NO3NUUN Ha (PMHAHCOBbLIX pbliHKaX. KOHe4YHo, cuTyaumnsa 3a
3TN HECKONbKO MecsiueB CUIbHO M3MeHunacb. Korga B anperne cocrosinach
cnefywowias BCTpeya, LUeHbl Obinn yxxe Ha ypoBHe 40—43 fonnapos 3a 6appernb
HedpTn m™mapku Brent. OTO uWHaye nMOBMUANIO Ha Te pPeLlIeHus, KoTopble
npegnonaranocb NpUHATL. B AaHHOM cryyae 9 He X04y HMKOro BWHUTL 3a
HeCcornacoBaHHOCTb OTAESbHbIX MO3ULMiA K MOMeHTY cobpaHuns 18 MuUHUCTpOB
ctpaH OlMNEK n He OlEK. Tem He MeHee Mbl ele pa3 CMOMMM OaTb PbIHKY
NO3UTUBHLIN curHan. Ha cerogHAwHWA AeHb Mbl BUOMM, YTO LeHbl 6onee wnu
MeHee BOCCTaHOBUMUCL. A cuMTald — U Mbl 3TO ObBCyXaanu BYepa C MOUM
konneron rocnoguHom fenb MNuHo, MUHMCTPOM HedpTn BeHecyarnbl, — 4TO y Hac
BCEerga ecTb BO3MOXHOCTb BCTPETUTLCS, HaLWIW ABEPW OTKPbITLI ApYr Ana Apyra,
B paMKax MOHUTOPUHIra TekyLlen CuTyaummn Mbl MOXXeM OnepaTMBHO pearmpoBaTtb
N BblpabaTtbiBaTb COBMECTHblE pelleHusi. CoTpyaHudectBo npogoskaetca. C
n3bpaHmem HOBOro reHepanbHoro cekpetap4d, OMNEK nonyyuna HOBbIA MMNYNbC.
A yBepeH, 4YTO Haw 3Heproguanor B pamkax Poccns—OlMNEK ©6yaer
NpoOo/mMKaTbCA, W CYUTAlD, 4YTO B OTOM OTHOLUEHUMM HUYEro rMroxoro He
npousowno. Mel npogomkaem cneguTb 3a cuTyaumen, Habnwgaem 3a pblHKaMMU.
CuTyaums HeCKosibKO ynydwunacb, XOTS €CTb OfpefeneHHble PUCKN 3UMHEro
nepuoga, NOTOMY YTO CNPOC K 3TOMY BPEMEHU HECKOSTbKO nagaeT OTHOCUTESTbHO
neTHero nepuoaa; Aa v Te opc-mMaxopHble 06CTOATENbLCTBA, KOTOPbIE CErofHs
MOBNUANWN Ha COKpalleHue npeasiokeHus, MOryT OnsTb BOCMNPensaTcTBOBaTb
GanaHcupoBKe pblHKA. TemM He MeHee Mbl CMOTPUM Breped C ONTUMU3MOM:
dyHOamMeHTanbHble akTopbl paboTalwT, pPbIHOK NpoJorkaeT MNOCTEeNeHHo
BGanaHcupoBaTbcs. JTa BanaHcMpoBKa, N0 MOeMy MHeHUto, ByaeT 3aBepLueHa K

cepeauHe 2017 roga.

D. Yergin:



Thank you. Mr. Minister, let me assure you that all of the panellists that you
invited to be on this panel have done a superb job. We have had a very good
discussion across a wide range of issues. We thank you for the invitation to get
together, and we appreciate that you have come and have been able to offer a
summary of the conference. | want to express appreciation and thanks to

everybody on this panel for joining in this excellent conversation.
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