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Russia’s oil and gas sector strategy and its prosgis in North East Asia markets

1. Raw base and organizational environment for oil andjas sales

The survey and forecast of Russian and interndtienargy supply systems shows further increasénen t
coming decades of the world energy demand, prignéoil hydrocarbons. In the regional aspect, théekts
oil and gas demand will be registered in the APRjnhy in China, India, Indonesia and the Philipgine
Along with that, on the global scale only a fewglar raw hydrocarbons resource bases are left émasatisfy

the prospective energy demand.

They are the politically unstable Middle East anidid®a, the economically and technologically rematel
geologically poorly described Arctic Seas shelved also the North of Western Siberia (Yamalo-Nénets
and Khanty-Mansiysky Autonomous Okrugs) and thettey of the Siberian platform (the Irkutskaya a$i,
the united Krasnoyarsky krai and the Sakha Republic

There are also opportunities to boost oil and gadyztion on the Far Eastern shelves (Sakhalindsé al).
From among the prospective energy sources the stlbsdhe fast growing and large-capacity markets,

China first of all, are Western Siberia, Easteltrefia and the Far East.

In June 2002 RF Government approved of SiberianBmic Strategy. It stresses “the need in newmil a
gas production centers in Eastern Siberia”. Theat&gy pays particular attention to transport
communications. “Building trunk export oil and Wdsdst gas pipeline, says the Strategy, will enhdhee
growth in the fuel and energy sector of Easterrei&band the Far East, will help solve the acutatesgic

tasks connected with the exit to the prospectivekataf the Asia Pacific.”

In August 2003 the RF Government approved of Ris&aergy Strategy as far as 2020. It targets at a
greater role of the country’s eastern regions édih and gas sector, the diversification of expantd exit to

the Asia Pacific market. It is expected that theeanf the new large centers of oil and gas industitye east

of the state, meeting the domestic demand of thegiens, and starting long-term oil and gas shipgmém

the APR in particular China, will be the fields Western and Eastern Siberia and the Sakha (Yakutia)
Republic. Sakhalin shelf fields will give birth smother large oil and gas supply system mostly expfort
orientation.



2. Oil production prospects of Russia and exports tohte east

According to Russia’s Energy Strategy long-termseittor development will resolve two key tasks: (1)
efficient use of located oil reserves, supporting greater reproduction of the oil sector raw b#&2g;
resource and energy conservation, cutting downossels at all stages of preparing the reserves, at
production, shipment and processing of oil; (3) endeep and thorough oil processing, a complex
recovery and use of all valuable associated arsbldisd components; (4) the formation and develogmen
of new large oil production centers, first of allEastern Russia regions and on the Arctic andERatern
shelves; (5) greater presence of Russian oil corapan foreign markets, acquisition of processing a
trade infrastructure in the recipient states; (@ater involvement of Russian oil companies in ifpre

production and transportations assets, first ahathe CIS, Europe and the Asia Pacific.

The main source of oil shipments from Russia ton@hespecially at the first stage will be the radio
largest oil region of Western Siberia. In this espof particular impact is the forecast of oil gwotion in
Russia detailed by the macro-region as to suppighe domestic market and exports in the tradition

westward and the new eastward directions.

The prospective oil production in Russia will béluenced mainly by the world prices, the level loé t
transportation infrastructure, tax environment aedearch and technology progress in survey and
development of the fields, as well as the qualitgxplored reserves. The lower oil price marging e

set by the production costs at large fields wittaficosts, while the upper one by the costs of dppe

mass production of alternative to oil motor fuels.

The world oil price will be formed depending on tfae of the world economic growth, the intensity o
introducing the alternative energy sources, the affier on the world markets and the transport
opportunities for its shipment to the consumer.fdrecasting the oil prices the influence of various
political, economic and technological factors weeeh into consideration that tell on the formatdithe

world oil market conjuncture.

The top international oil prices will keep for appimately as far as 2010 — 2012 though the tendemcy
go down will be felt already in 2006 — 2007. Thedied with the inert character of technologicdlesnes

for oil demand that are now being employed by teeetbped states and continue being introduced on a
mass scale in China and other APR states. By 212 the developing states will face a technoklgic
saturation of traditional motor transport so thebgll demand for oil will slow down. This will cause

lower oil price to the level of $40 — 45/bbl andtlwinflation in mind it correlates to the currer835—
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40/bbl.

In this context Russia will continue its oil prodioo though the rates in Western Siberia will sldawn
and in the European part of the state the absotdieators will also go down. By 2010 the annudl oi
production in the country can reach 500 MT, in 2630 MT, in 2030 600 MT; production of Western
Siberia in the same time framework will be 344.50 &ind 355 MT correspondingly (Table 1). Western
Siberia under stabilizing and a graduate decrefsé production in the Khanty-Mansiysky Autonomous

Okrug will grow in the north of the macro-regiore.iin the Yamalo-Nenetsky Autonomous Okrug.

Table 1

Forecast of oil and gas condensate production in Raia as far as 2030
by the macro-region, MT

Region / Year 2010 2015 2020 2025 2030
Western Siberia 344.5 345.0 350.0 351.0 355.0
Incl. Yamalo-Nenetsky Aut. Okrug | 55.0 60.0 65.0 070. |80.0
Khanty-Mansiysky Aut. Okrug 265.0 260.0 260.0 256.(r50.0
Tomskaya oblast 15.0 15.0 15.0 15.0 15.0
South of Tyumenskaya oblast 6.2 7.5 7.5 7.5 7.5
Novosibirskaya oblast 1.8 1.5 1.5 1.5 1.5
Omskaya oblast 1.5 1.0 1.0 1.0 1.0
European part 120.0 115.0 110.0 106.4 100.0
Eastern Siberia and the Sakha Republic 12.5 42.0/ 0.010 |110.0 |130.0
Far East (Sakhalin) 23.0 25.0 30.0 32.6 35.0
Russia, total 500.0 527.0 590.0 600.0 620.0

In recent years in the Russian sector of the Caspea several oil gas bearing structures have idedcin
detail for deep drilling and many non-anticlineustures are in for a more profound survey, amormrgnth
highly prospective traps of the reef type and 5 fields were discovered. After the ling-term geadad)

survey program by 2010 the area will increasemi eondensate reserves by 348 MT.

This will enable Russia by 2015 to produce in thesgtan sector of the Caspian at least 8 MT, anga02p

up to 20 MT oil and condensate. The exploratiothef North Caspian and Timano-Pecherskaya oil asd ga
bearing provinces will in the future stabilize agrdw oil production in the European part of theestap to
140 — 150 MT.

Besides an increase in oil production by Russianpamies will be registered abroad, first of althe states
of the Caspian region, Kazakhstan, Turkmenistarheldstan, Azerbaijan. Russian operators can sHip oi
from these states to the APR, first of all Chinaréileading will be LUKOIL, Gazprom (including Sk

assets) and Rosneft.



In the future Eastern Siberia and the Far Eastheilome Russia’s larger oil exporters to Chinataadther
APR states. The oil of the considered regions iskethwith high quality, exceeding the parametershef
Russian export Urals brand. They are mostly ligtdt Bow-sulfur brands. A larger part of Eastern Siband

the Far East reserves have density below 0.87 gamd3ulfur content below 0.5%.

After the forecast of Siberian Branch RAS the ragiceates a serious background for discovering fredus

and for growing the mineral resource base. The iRadsederation Government in a number of documents
(Siberia’s Economic Development Strategy, appravgdhe RF Government decision #765 of 06.07.2002;
Russia’s Energy Strategy approved by the RF Govemiecision #1234-r of 08.28.2003; RF Government

Decision of 03.13.2003) authorized the formatiomedv large oil and gas production region on thateba

Several serious discoveries were made in the rdrthe Siberian Federal Okrug, in the Turukhanskgon

of the Krasnoyarsky krai and in the Taimyrsky (Caolg-Nenetsky) Autonomous Okrugs.

Estimates show that oil production in Eastern $&and the Sakha Republic can reach 100 — 105 MT by
2020 and up to 120 — 132 MT by 2030.

By 2010 oil production of Eastern Siberia and tlhé&ta (Yakutia) Republic may come up to 12 - 13 MiT.
the same period the commercial operation of thekeaisky, Yurubcheno-Tokhomsky, Kuyumbinsky fields
is expected. Condensate will be recovered in theykiinskoye field. Sakhalin-1 and -2 shelf projeatdl be
fully launched and the total output of the Saktedaya oblast will amount to 23 MT.

In the future under active state policies in miheesource use and licensing and a sharp increlago
geological survey, growth of the processing andgpartation infrastructure oil production in East&iberia
and the Far East (with regard to Sakhalin andchiggfswill reach 140 MT by 2020 and 165 MT by 2030

Sakhalin shelf will form a new large oil supply wetk and exports to China, South Korea, India, dagze
Philippines and other APR states as well as touBePacific coast will go up. Besides Komsomolsk oil
refinery will be more fully loaded with Sakhalinl.oShipments to Khabarovsk oil refinery will perisape
from the Sakha Republic fields. Now Komsomolskrefinery is loaded a little over 70% of its capgcthe

Khabarovsky one below 60%. They get from Westebei$a over 80% and 100% of raw respectively.

By 2010 in view of the production and processing¢ast for Russia with detailed export descriphbgrthe
macro-region concerning western direction shipméota Eastern Siberia and the Far East oil refesrand

annual exports of crude oil from Russia to the Af&®es may reach 44 MT, in that from Western Sih20
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MT, from Eastern Siberia and the Sakha RepublicTg fvfom Sakhalin 18 MT (Table 2). By 2020 oil exfsor
will make about 135 MTPA, by 2030 140 MTPA.

Table 2

Oil and petroleum products exports from Russia tohe APR as far as 2030, MT

Region / Year 2010 [2015 | 2020 | 2025| 2030
Crude oil
Western Siberia 20 30 35 35 30
Eastern Siberia and the Sakha Republic 6 2( 75 795 7
Sakhalinskaya oblast 18 20 25 27 35
Total 44 70 135 137 140
Incl. to China 32 50 81 85 90
Petroleum products
Total 9 10.2 |115 | 118 | 12
Incl. to China 85 (9.7 |11 11.3 | 115
Oil and petroleum products
Total oil and petroleum products 53 80.2 146|5 .848152
Incl. to China 40.5 |59.7 | 92 96.3 | 101.5

Crude exports from Russia to China (including theinsiting Kazakhstan) will grow from 8.5 MT in@®to
32 MT in 2010, over 80 MT in 2020 and 90 MT in 2030

Petroleum products exported to the APR (mainly @hMongolia and Japan) will become feasible from th
refineries in the cross-border regions or clospdds (Angarsk, Khabarovsk and Komsomolsk-na-Amure)
The total exports under a considerable improvernoémroduction quality can reach 12 MTPA, in that to

China up to 11.5 MT. Shipments will take place &¥, 1sea and river.

Annual exports of LPG to the APR may by 2015 readhMT, including to 800 KT minimum to China. It
seems feasible to foresee the obligations to psecha Russia the relative amounts of petroleum and
petrochemical products in the contracts for ravpsignts.

3. Prospects for natural gas production in Russia ands exports to the east

Russia’s Energy Strategy as far as 2020 constterfollowing as strategic goals: (1) sustainalda-stop
economically feasible satisfaction of the domeaftid foreign demand for gas; (2) development offéise
growing United Gas Supply system of the state @amcdextension to East Russia; (3) improvement of the

organizational structure of the gas sector to mattagher economic results and to form a liberaliged
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market; (4) Provisioning of sustainable revenueshefstate budget and spurring demand for produaifo
involved industries (metallurgy, heavy engineeriett); (5) securing Russia’s economic interestsurope
and the adjoining states as well as in the Asiafieand North America.

The state and prospects of increasing located @ssrves under the corresponding investments and a
favorable domestic and foreign gas market situatibow to grow the gas output by 2010 to 681 BCHM, i
2020 to 890 BCM, in 2030 to 910 BCM per annum \gitibsequent leveling at this rate upon commissioning
new fields expected for discovery (Table 3). THisves for satisfying the domestic demand of the rdop

and forming new large export flows — to China atttko APR states, also to the USA.

The main gas supply sources from Russia to the #BRof all China will be the fields in Westernlfgiria,
Eastern Siberia and the Far East. Western Sibasapgoduction may reach 670 BCM per annum, that of
Eastern Siberia up to 120 BCM, of the Far Easoup0tBCM per annum.

For developing Eastern Siberia and Sakha Yakutsigdustry we have to regard a high content of such
elements as propane, butanes and condensatenattiral gases there. Annual helium production cftéa
Siberia and the Sakha Republic can amount to 1B50-BCM per annum by 2020. In development of the
Leno-Tungusskaya province the construction of gldior extracting helium and its storage should be
considered.

Table 3
Gas output forecast for Russia as far as 2030 bydimacro-region, BCM

Region / Year 2010 2015 2020 2025 2030
Western Siberia 610 630 670 670 670
Incl. Yamalo-Nenetsky Aut. Okrug 570 590 634 634 635
Khanty-Mansiysky Aut. Okrug 33 32 28 28 27
Tomskaya oblast 7 8 8 8 8
European part 40 52 80 88 90
Eastern Siberia and the Sakha Republic| 11 85 115 117 120
Far East (Sakhalin) 20 23 25 30 30
Russia, total 681 790 890 905 910

LNG from Sakhalin fields to the APR can start atheg&n 2007 and by 2010 the output and shipmentNGL
under Sakhalin-2 may reach 9.6 MT or 13.4 BCM (€ad). It is expected that after 2010 the project of
network gas from the Kovyktinskoye field to ChimadaKorea will be launched and after 2015 expoxsfr
other largest deposits of Eastern Siberia and #id& Republic will start. At the same time netwgds
exports of Sakhalin-1 will commence.



By 2012 — 2015 while the demand for gas grows iidlg as motor fuel in China, there will start easthd
exports of gas from Western Siberia. The annuakbgsments from Western Siberia to China may gdilto
BCM by 2020 and to 60 BCM by 2030. After the dotitegas demand is met, Western and Eastern Siberia,
the Sakha Republic and Sakhalin shelf gas expotiset APR may get to 78 BCM by 2020 and to 145 BCM
per annum by 2030.

Table 4

Forecast of gas exports from Russia to APR as fas 2030,
by the macro-region, BCM

201 | 201 | 202 | 202 | 203
Region / Year 0 5 0 5 0
Western Siberia 0 15 | 30 | 40 | 60
Eastern Siberia and the Sakha Republic C 30 60 82 |8
Sakhalinskaya oblast 13/4 134 18 20 23
Total 13,4| 58,4 108| 142 165
Including to China 5 40 |78 |102 |125
4, East Russia’s oil and gas pipeline network in devepment

The factor hindering growth of energy exports toimfahand the other APR states is a lack of efficient

transportation system for oil and gas, first oftalhk oil and gas pipelines.

Russia has a developed network of oil and gasipg®in Western Siberia and the European partrbtiea
east of the country now the trunk network of TraafsdSC stops at Angarsk (Irkutskaya oblast) \thdied
System of Gas Supply of Gazprom Public JSC stopsaskokovo (Kemerovskaya oblast).

Exports of crude oil from Sakhalin island and itel§ are effected mainly via ports of the Khabakyvand
the Primorsky krais (De-Kastri, Nakhodka) and frima Vityaz production platform in the Sea of Oklkots
Oil shipments from Western Siberia to China talkacelby rail via Naushki and Zabaikalsk, and alaodit
Kazakhstan by the operating pipeline of Omsk — édadl — Atasu and over by rail to Alashanjkou,

Dushanjtse. From mid-2006 transit shipments viaakhgtan are by the new pipeline Atasu — Alashanjkou

Petroleum products are exported to China and oMRR states mainly from Angarsk, Khabarovsk and
Komsomolsk oil refineries by rail and from the podf the Primorsky and Khabarovsky krais (Vladiedst
Nakhodka, Slavyanka, Vanino, Bolshoi Kamen, eté&/holesale shipments of LPG to the customers in

Eastern Siberia and the Far East and for expowlaceby rail.



To organize large oil and gas shipments to the iRnssustomers and to China and the other APR states
Eastern Siberia and the Far East need a netwoskigEr-long pipeline transport, plants for procegsind

liquefying natural gas, building the infrastructdioe oil, petroleum products and LNG, condensatprabnt.

An important oil transportation project is the tkuail pipeline Eastern Siberia — the Pacific wittspur to
China under construction now. The design capaditthe pipeline is 80 MTPA, and the first stage ® b
finished in 2008 is 30 MTPA. The first stage is rgeiconstructed from the Taishet side and from
Skovorodino. After the decision of Russia’s Prestdine route will go beyond the watershed areahef t

Baikal, across the territory of low seismicity amgdh oil and gas bearing potential.

The oil pipeline route goes along the BAM railwdgray the Taishet — Ust-Kut, then from Ust-Kut te th
north-east on the left bank of the river Lena (belthe watershed area) over to the Talakasnkoicedrel it
means a sizable cut-down on the design and sureel and construction costs in general. The roués th
goes around the town of Lensk from the north, @etke Lena at Olekminsk and goes east to the tdwn
Aldan. From Aldan the route turns south passingN&ryungri to the settlement of Tynda and over to
Skovorodino.

The second stage of the construction includestexiie Russian ports on the Pacific and a spurhioaCat
Skovorodino. Laying the pipeline along the Lenariwill give an opportunity to use the river agansport
artery for cargo and equipment. Besides cargobeiltielivered by rail and air and additional landges and
roads will be built too.

The pipeline route crosses the area prospectiveiltat is in the immediate proximity of discovet@eposits
that makes the region in general more attractivenfeestments in geological survey and developnoé il

and gas fields, it will accelerate the launchingseparate located and forecasted deposits; itshdkply
lower the investments needed for building the tpanmtion infrastructure and decrease the project

recoupment time; will lower transportation cost&astern Siberia and Yakutia oil to Skovorodino.

The filling pipelines from the fields of Talakan-Kkénechonskaya oil and gas accumulation zone to the
Eastern Siberia — Pacific Ocean pipeline and swgcbf Yurubcheno-Tokhomskaya zone of oil and gas
accumulation to Poima must be built. As a resdteéhwill emerge a new channel for shipping easts/aath
Western and Eastern Siberian oil.



For oil exports to Western China regions the upgaf the Omsk — Pavlodar — Atasu oil pipeline and
increase of its throughput is urgent. Now the pifefrom Atasu in Kazakhstan to Alashankou in Chima
ready, 980 km long and with the initial throughpfittlO MTPA oil. The pipeline will get extended a8 fis
the oil refinery of Sintsyang-Uygursky AutonomouseA and into the inland provinces of China and its

capacity can grow to 30 MT.

In forming the new gas pipeline network in East asn the first line we should carry out gasifioat of
Southern Eastern Siberia, including Zabaikalye @mhect the Eastern Siberia network with the Uned
Supply System. This implies the construction of tbkowing gas pipelines: Kovyktinskoye — Sayansk —
Angarsk, Irkutsk — Ulan-Ude — Chita, ChayandinskeyeKovyktinskoye, Kovyktinskoye — Irkutsk —

Proskokovo.

For eastbound exports at the first stage it isiptesso use the Baikal Amur and Trans Siberian \Rais
which also implies the construction of plants fajukfying natural and hydrocarbon gases and railway
terminals for handling LNG and LPG in Ust-Kut andgarsk. After 2010 while gas production is growing
Eastern Siberia and the Sakha Republic and whileyés supply infrastructure is developing a firedision
should be taken on the construction of export dgpslipes. In that sense more economically feasblems

the route of Zabaikalsk — Harbin — Dalian — BeijilRyeontaek — Seoul.

In the period as far as 2010 intense gas and pplgugrowth will be registered from Sakhalin. Aetffirst
stage non-integrated into the Eastern Siberianh&ekshelf oil and gas shipment projects must etie
gasification of the Sakhalinskaya oblast and thabénovsky krai, loading of Komsomolsk and Khabakovs

oil refineries and exports.

A new oil pipeline will be built, Northern Sakhalin De-Kastri port and the following oil and gas gdipe
projects will be implemented: (1) Northern SakhaiBouthern Sakhalin and the construction of an LNG
plant in the south of the island as well as termsifiar shipping LNG and oil; (2) Komsomolsk-na-Aneur
Khabarovsk. In the future these two projects mayugéted through oil and gas pipeline network obtean
Siberia — the Far East at Khabarovsk.

In the future across Eastern Siberia and the RBat Bas can be directed to Japan, Korea, North-dfast
China, Western US from Western Siberia, loadingsLdh tankers in the Pacific ports. LNG exports from

the Yamalo-Nenetsky Autonomous Okrug will go by M@thern Sea route.



Shipments of pipeline gas to the western regionStoha may start in 2012 — 2015 across the Altalgiay

with a switch to the Trans-China gas pipeline WEsss$t. This means the continuation of the inchoate g

pipeline of Barnaul — Biysk — Gorno-Altaysk in tbigection of Kosh-Agach — Kanas — Burchun — Karamai

Urumchi. In the future with more exports the comstion of additional pipe lines in the transportraior of
Urengoi — Surgut — Kuzbass — Altai — China willrimeded.

5. Conditions and mechanisms for launching new largeilband gas centers in the east of the

country

For attaining the set goals, to develop the oil gasi sector of the east of the state the followiegonditions

should be observed:

6.

1.

» State, oil and gas and energy companies should britarge-scale investments into building the
transport and energy infrastructure;

* We need sharply increase funding of geologicalegmwork (including of regional status from the
federal budget) in the areas of expected oil and p@elines to enhance the investment
attractiveness of already discovered depositslanodden the number of facilities for licensing;

* We need successive narrowing of the gap betweeRtissian domestic and international prices

for ail, petroleum products and gas less transpiortaosts and customs tax.

Conclusions

In the coming decades world demand for energy aydfolcarbons will primarily grow. In the
regional aspect, the fastest growth of demandhillegistered for oil and gas in the APR mainly in
China, India, Indonesia and the Philippines.

Only a few large raw bases of hydrocarbons areiefihe world and they can meet the prospective
energy demand. They are the Middle East, Africatinof Western Siberia (Yamalo-Nenetsky and
Khanty-Mansiysky Autonomous Okrugs) and the teneét® of the Siberian platform (the Irkutskaya
oblast, the united Krasnoyarsky krai and the SaRkaublic). From prospective energy sources
Western Siberia, Eastern Siberia and the Far Eastlasest to the fastest growing APR marketst, firs

of all China.

The highest international oil prices level will lgetll approximately 2010 — 2012 though the tendenc
for a price fall must appear already in 2006 — 2007%he future in the developing states techn@sgi

with get saturated with motor fuel so the globaldg@mand will slow down. This will cause a price
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decrease to the level of $40 — 45/bbl and with neéda the dollar inflation rate it will correspond
the current $35 — 40/bbl.

. Annual oil production in Russia by 2010 will risp to 500 MT, by 2010 to 550 MT, by 2030 to 600
MT. By 2010 annual crude exports from Russia to AR states may reach 44 MT, by 2020 135
MT, by 2030 140 MT. Crude exports from Russia ton@h(including transit Kazakhstan) will grow

from 8.5 MT in 2005 to 32 MT in 2010, over 80 MT 2020, 90 MT in 2030. Exports of petroleum
products can reach 12 MTPA, including to Chinaawf1.5 MT. Shipments will be mostly by rail, sea
and river. Annual exports of LPG to the APR alreagy2015 can get to 1.0 MT, in that 800 MT to
China.

. The state and prospects for growing the exploredrgserves under the relative investments available
in the favorable environment on the domestic an@ifm gas markets allow for increasing gas
production by 2020 to 681 BCM pa, by 2010 to 890MB®y 2030 to 910 BCM pa. Gas exports from
Western and Eastern Siberia, the Sakha RepublicSaktalin shelf to the APR may reach 78 BCM
pa by 2020 and by 2030 up to 145 BCM pa.

. First-priority oil transportation projects are theehoate trunk pipeline of Eastern Siberia — Pacifi
Ocean with a spur to China at Skovorodino; thekline of Yurubcheno-Tokhomskaya zone of oil
and gas accumulation — Poima, oil pipelines from Thalakan-Verkhnechonskaya accumulation zone
to Eastern Siberia — Pacific Ocean pipeline. Foregports to Western China regions (Sintsyang-
Uygursky Autonomous Area) the upgrading of the apeg oil pipeline of Omsk — Pavlodar — Atasu

must be carried out to increase its throughput.

. Gas shipment network development includes the oactg&in of new gas pipelines: Kovyktinskoye —
Sayansk — Angarsk, Irkutsk — Ulan-Ude — Chita, Gimajnskoye — Kovyktinskoye, Kovyktinskoye —
Irkutsk — Proskokovo.

After 2010 the export gas pipeline of Chita — Z&hkk — Harbin — Dalian — Beijing, Pyeontaek — Seou

will be built. Pipeline gas shipments to Westernindhregions may take place from the United Gas
Network already from 2012 — 2015 across the Altaisiai and the Altai Republic with switches to the
Trans-China gas pipeline West — East.

This means the continuation of the inchoate gaelipip of Barnaul — Biysk —Gorno-Altaysk in the

direction of Kosh-Agach — Kanas — Burchun — Karamairumchi. In the future with growing supplies
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additional lines of gas pipelines must be builthe transport corridor of Urengoi — Surgut — Kuzbas
Altai — China.

8. The environment for developing the oil and gasaect East Russia and for starting large-scale gas
supplies to China is formed by (1) accelerated tapnvestments into the transport and energy

infrastructure; (2) intensifying geological survé®) bringing Russian domestic and internationhl oi
and petroleum prices closer.
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