ASSOCIATES

TMI Assocrates

Newsletter

Srv—HEEQ
Russia’s Offshore Fields Projects:
Fiscal (and Shelf Operations) Relief Has Come
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Russia’s Offshore Fields Projects:
Fiscal (and Shelf Operations) Relief
Has Come

Brian L. Zimbler/Morgan Lewis
(TMI Joint Venture)
—a-71x—r—: it AP

Russia's much anticipated fiscal incentives package in
support of the new Rosneft offshore fields E&P projects
with I0C partners — so far ExxonMobil, Eni and Statoil
(and, prospectively, Gazprom’s with Shell and others), has
been signed into law on 30 September. It will also benefit
current and future licensees of certain other offshore

fields (including on the Caspian Sea).

This Incentives La;zl\;, most of which comes into force
on 1 January 2014, essentially flows from Government
Directive No 443-r of April 2012, with some useful /
needed expansions — notably on transfer pricing, a
few other lobbied improvements, and of course much
implementing detail. And some useful refinements to
the Continental Shelf Law have been enacted with the

package as well — simplifying the regime for offshore
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development activities of field licensees and their
contracted operating companies (typically now foreign-

incorporated JVs with an IOC partner).

Earlier this year we reported in detail on these impending
reforms (see AIPN Advisor April 2013, and Oil & Gas
Journal June 2013), and we refer readers wanting such
fuller background / context to either of those articles.
Here we offer only summary treatment of what is now
enacted — by amendments to Russia’s Tax Code (TC),
Customs Tariff Law (CTL), and Continental Shelf Law (CSL).
We also just note here the following related legal
developments — the first already in place, the second

expected soon, and the third still a work in progress:

M Various important MET and ECD incentives have been
enacted into the TC and the CTL earlier this year for
hard-to-extract oil at onshore fields (taking account
of low porosity, high viscosity, degree of depletion,
etc) — flowing from Government Directive No. 700-r
of May 2012. These reforms will benefit a number of
Russian producers and their IOC partners in a coming
wave of projects. The details are quite technical, more

the Big 4’s and in-house experts’ than our domain.
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B As is widely reported, Gazprom’s gas export monopoly
will likely be diluted quite soon at least for LNG, within
certain controlled bounds. We are following this draft
law development closely, and will report on it once

enacted.

B There is some movement on various fronts toward
state imposition of increased E&P project goods and
services localization requirements (in part stated to be
“voluntary’, for state-company licensees) — especially
with regard to the new offshore and hard-to extract
field projects where fiscal incentives are being given.

We are also monitoring this area.

(1)Federal Law on Introduction of Amendments to Parts One and
Two of the Tax Code of the Russian Federation and Certain Other
Legislative Acts of the Russian Federation in Connection with
Implementing Measures of Tax and Customs-Tariff Stimulation of
Activities Involving Extraction of Hydrocarbons Raw Materials on the
Continental Shelf of the Russian Federation, No. 268-FZ.
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This paper is for general briefing / orientation purposes only. It is not
intended and should not be taken as legal advice for any particular project
or set of facts. Qualified legal advice should be obtained for any such
particular project or set of facts

For further information, you may contact Jon Hines (+7 495-212-2552,
jhhines@morganlewis.com), Alexander Marchenko (+7 495-212-2534,
amarchenko@morganlewis.com) or Katsumi Shirai (03-6438-5511, kshirai@
tmi.grjp, TMI Associates)
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