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Rainer Seele 

 

Ladies and gentlemen, welcome to today’s conference call and thank you for joining.  

Over the last days, we have successfully delivered on our strategy by completing two 

major transactions.  

 

On March 3, 2017, we have signed the divestment of OMV Petrol Ofisi and yesterday we 

have successfully signed the acquisition of a 24.99 percent share in the Yuzhno Russkoye 

natural gas field.  

 

First, let me hand you over to Manfred for the OMV Petrol Ofisi divestment. 
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Manfred Leitner 

 

Slide 3: OMV Petrol Ofisi divestment completed 

Thank you Rainer, welcome to today’s conference call from my side as well.  

 

On Friday, we have signed the sale of OMV Petrol Ofisi to Vitol Group. The overall value 

of the transaction amounts to 1.368 billion Euros. Thereof 81 million Euros relate to net 

cash proceeds from a prior carve-out of OMV’s Turkish gas entities. The transaction is 

subject to conditions, including the relevant regulatory approvals and is anticipated to 

close in Q3/2017 at the latest. 

 

The original plan of integrating Petrol Ofisi into the value chain of OMV Group could not be 

realized. Therefore, the decision to sell the company was the right and necessary step in 

the course of implementing our corporate strategy. In light of the challenging environment, 

we are pleased that we successfully concluded the negotiations. 

Based on the purchase price, OMV will record a further impairment of 186 million Euros in 

its Q4 2016 financial accounts. This booking is in addition to the impairment of 148 million 

Euros recorded as of December 31, 2016 when OMV reclassified OMV Petrol Ofisi as 

"asset held for sale".  

 

Upon closing of the transaction, a negative foreign exchange rate effect of approximately 

1.1 billion Euros has to be recorded in OMV Group net income. This stems from the 

negative development of the Turkish Lira against the Euro since the acquisition of OMV 

Petrol Ofisi in 2010. This has no impact on OMV Group equity since corresponding foreign 

exchange translation effects were directly charged to Group equity in prior periods. 
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Slide 4: Impact of OMV Petrol Ofisi sale in Downstream Oil financials  

Let me now turn to the impact of the sale of OMV Petrol Ofisi on OMV Downstream Oil.  

 

In a nutshell, the sale of OMV Petrol Ofisi results in both improved efficiencies and 

financials of our Downstream Oil operations.  

 

Obviously, total refined product sales volumes and the number of filling stations will 

strongly decline following the divestment. However, the Downstream Oil operations will not 

be significantly impacted and in some cases we will see even a positive effect. For 

example, on the basis of 2016 numbers, the average throughput per filling station 

increases to 3.6 million liters per station excluding OMV Petrol Ofisi. This is due to a lower 

than average throughput per station in Turkey.  

 

Looking at the financials, there will be an approximately 100 million Euros negative impact 

in Clean CCS EBIT following the divestment. However, OMV Petrol Ofisi only had a minor 

impact on the operating cash flow as well as on the free cash flow of the Downstream Oil 

division. Operating cash flow and free cash flow excluding OMV Petrol Ofisi only show a 

decline of 7 percent and 3 percent, respectively. Bottom line, the Clean CCS Return on 

Net Assets even increases by 2 percentage points from 16 percent to 18 percent for 

Downstream Oil. 

 

Now let me hand over to Rainer for the presentation of our second transaction. 
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Slide 5: Acquisition of 24.99% stake in Yuzhno Russkoye gas field 

 

Ladies and Gentlemen, I am delighted to announce that OMV signed an agreement to 

acquire a 24.99 percent share in the Yuzhno Russkoye natural gas field in Western Siberia 

from Uniper SE.  

The purchase price amounts to 1.85 billion US Dollars plus cash on the balance sheet as 

of December 31st, 2016. It includes 36 million US Dollars corresponding to part of 2017 

transportation costs, which have been paid in advance by the seller. The transaction will 

be retroactively effective as of January 1st, 2017. Closing is envisaged until year end 2017. 

The implementation of the transaction is subject to further conditions, including co-

shareholder consent as well as merger control and foreign investment control clearance in 

Russia.  

 

The project gives OMV access to a world class fully developed and producing natural gas 

field with a secondary horizon up for a development decision by the end of 2017. Yuzhno 

Russkoye’s remaining recoverable reserves, net to OMV, are around 580 million barrels of 

oil equivalent. The gas from the field is the key resource for the Nord Stream pipeline, 

which supplies Germany directly with Russian gas. 

 

The operator and owner of the production license is the Russian company 

Severneftegazprom, SNGP. The license was awarded to SNGP in 1993. Gazprom will 

continue to hold a 50 percent stake in SNGP, while Wintershall and OMV each own 

approximately 25 percent. OMV will be entitled to 24.99 percent of the economic interest of 

the Yuzhno Russkoye field.  

With this transaction, ladies and gentlemen, we will build a new core area – Russia – in 

our Upstream portfolio with production of 100 thousand barrels of oil equivalent per day. 

This is fully compliant with the execution of our strategy to expand the integrated 

cooperation with Gazprom. 

Now Hans will give you more insights into the Yuzhno Russkoye field and financials.   
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Johann Pleininger 
 
Thank you Rainer and welcome from my side as well. Let me provide you with more 

insights on the Yuzhno Russkoye field. 

 

Slide 6: Yuzhno Russkoye: among the largest gas fields in Russia 

The Yuzhno Russkoye field is located in Russia’s autonomous region of Yamal-Nenets, in 

Western Siberia, 200 kilometers east of the Urengoy field. The Yuzhno Russkoye field was 

discovered in 1969 and extends over approximately 1,100 square kilometers. The license 

for the field was awarded in 1993 and is valid until the end of 2043. 

 

The gas produced is transported to the central processing facilities in the field and from 

there shipped 120 kilometers to the tie-in point of Gazprom’s transportation network. After 

going through various compression stations, the gas is fed into the Nord Stream pipeline. 

The total distance from the field to the landing point in Germany is close to 4,000 

kilometers. 

 

Production started at Yuzhno Russkoye in October 2007. In 2009, Yuzhno Russkoye 

reached plateau production of 25 billion cubic meters per year, which corresponds to 400 

thousand barrels of oil equivalent per day. Currently, more than 140 wells are producing.  

 

The production profile shows that the Yuzhno Russkoye project brings net production of 

100 thousand barrels of oil equivalent per day to OMV right after closing. 

The field will add approximately 580 million barrels of oil equivalent of remaining 

recoverable reserves going forward. Yuzhno Russkoye will deliver a 100 percent reserve 

replacement rate for around 5 years, based on OMV production volumes from 2016. 

OMV’s share of CAPEX is expected to amount to approximately 20 million US Dollars per 

year until license expiry. Therefore, only very small investments are needed to realize the 

production profile. Our participation in Yuzhno Russkoye does not change OMV’s CAPEX 

guidance. 
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Slide 7: Yuzhno Russkoye subsurface 

Now let me explain you the subsurface of Yuzhno Russkoye. The field consists of 4 layers. 

The first layer is the Turonian reservoir, which lies at 750 meters depth. Production tests 

from first wells are ongoing at the Turonian reservoir and a final investment decision for 

the development of this layer is planned to be taken in Q4/2017. The second layer is the 

Cenomanian at a depth of 850 meters. This is the layer where the current production 

comes from. There are 2 more layers at a depth of 1,200 meters and 2,800 meters, 

respectively, which are not yet developed. 
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Slide 8: Russia becomes one of OMV’s core Upstream regions 

Looking at the combined production profile of both our participations in Yuzhno Russkoye 

and Achimov IV/V, one sees steady production growth.  

 

To date, Yuzhno Russkoye is already producing at plateau. Production will begin to 

decline at Yuzhno Russkoye in the early 2020-ies, but then Achimov IV/V will kick in. This 

ensures a stable and increasing production flow for OMV for a long period of time, 

reaching around 150 thousand barrels of oil equivalent per day in 2025.  

 

Yuzhno Russkoye’s production resulting in an immediate and stable cash flow will be used 

to fund the capital needs of Achimov IV/V, which will start producing in 2019. This means 

that with the acquisition of Yuzhno Russkoye we are creating a self-funding OMV Russia 

business.  

 

Following this transaction, Russia becomes one of our core regions in our Upstream 

portfolio. 

 

Both projects provide OMV with a sustainable Russia Upstream portfolio boosting OMV’s 

reserve base by more than 1 billion barrels of oil equivalent.  
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Slide 9: Organizational structure and impact on OMV’s financials 

Let me now turn to the organizational structure and the financial impact on OMV.  

 

The gas produced is sold by the operator, Severneftegazprom, pro-rata, to the 3 joint 

venture partners. OMV’s 24.99 percent share in SNGP’s production will be sold by the 

“Trader” at a cost-plus margin price.  The Trader will subsequently sell the gas to 

Gazprom, under a take-or-pay agreement. The volumes will be 50 percent sold 

domestically at Russian domestic price netback and 50 percent at German import price 

netback.  

The Trader’s results will be fully consolidated into OMV’s figures in clean CCS EBIT and 

net income. In addition, OMV will consolidate 24.99 percent of SNGP’s net profit in income 

from equity accounted investments. 

The Trader’s and SNGP’s net profits, in each financial year, will be distributed as 

dividends. OMV will receive its share of dividends for the results of the financial year 2017, 

starting in 2018.  

 

Now let me hand back to Rainer for the strategic rationale of this transaction.   
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Rainer Seele 

 

Slide 10: Strategic rationale 

Thank you Hans. Acquiring this stake will provide OMV with the opportunity to increase its 

current production by approximately 100 thousand barrels of oil equivalent per day. This 

means that after closing, OMV will be producing more than 400 thousand barrels of oil 

equivalent per day.  

Costs in Russia along the entire Upstream value chain, from finding to development and 

production costs, are among the lowest in the world. Therefore, production in Russia will 

improve OMV’s cost position. Unit production costs in Yuzhno Russkoye are expected to 

be below 2 US Dollars per barrel of oil equivalent on average for the contracted period. 

This translates into average production costs in our Upstream portfolio of below  

10 US Dollars per barrel of oil equivalent after closing. 

 

Yuzhno Russkoye will generate attractive cash flows without requiring significant 

investments. It is expected to generate dividends of approximately 200 million US Dollars 

per year mid-term. CAPEX needs are projected to amount to only 20 million US Dollars 

per year until license expiry. 

 

This transaction gives OMV the ability to replenish its reserves. With remaining 

recoverable reserves of around 580 million barrels of oil equivalent, Yuzhno Russkoye 

becomes a major source of reserve replenishment in OMV’s portfolio. Thus, the Yuzhno 

Russkoye volumes will enable OMV to reach its strategic target of a 100 percent Reserve 

Replacement Rate for a period of around 5 years, based on OMV production volumes in 

2016. 

 

OMV has had a long and successful cooperation with Gazprom for almost half a century. 

Gazprom is a key gas supplier for Europe and will remain in this position for decades. 

OMV will continue to identify and jointly develop further projects and opportunities with 

Gazprom. 

Thank you ladies and gentlemen and now we are happy to take your questions. 
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