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TNK International Reports Results for the 4th quarter of 2002 and for the year 2002 under US GAAP

Moscow, May 22, 2003. Today TNK International reported its consolidated financial results for the twelve months of 2002. The financial statements were prepared in accordance with U.S. GAAP and audited by PwC.

The following table is summary consolidated financial statement data prepared according to U.S. GAAP for the 4th quarter of 2002 and the year ended 31 December 2002 compared with the same periods of 2001.

	U.S.$ Million
	4Q 2002
	4Q 2001
	12M 2002
	12M 2001

	
	
	
	
	

	Gross Revenues
	2,219.1
	1,407.1
	6,912.4
	6,173.1

	Net Revenues
	1,937.0
	1,157.8
	6,075.4
	5,174.0

	Cost of sales
	(1,256.8)
	(751.3)
	 (3,075.9)
	(2,381.3)

	Depreciation and amortization
	(62.9)
	(70.7)
	 (359.4)
	 (340.5)

	Gross profit
	617.3
	335.8
	2,640.1
	2,452.2

	Selling, general and administrative expenses
	(161.7)
	(161.7)
	 (1,099.8)
	(894.7)

	Operating profit
	455.6
	174.1
	1,540.3
	1,557.5

	Interest expense
	(61.1)
	(89.1)
	 (280.2)
	(304.6)

	Other non-operating income
	12.8
	136.6
	91.6
	213.1

	Pretax profit
	407.3
	221.6
	1,351.7
	1,466.0

	Taxation
	13.2
	(106.1)
	 (100.4)
	(60.1)

	Minority interest
	(18.2)
	(26.5)
	 (84.8)
	(288.5)

	Net income
	402.3
	89.0
	1,166.5
	1,117.4

	EBITDA
	531.3
	381.4
	1,991.3
	2,111.1

	Cash flow from operations
	
	
	1,445.6
	1,235.8


You can view and download the Acrobat and MS Excel versions of the twelve months results in the US GAAP section of our web-site, www.tnk.com.

Operational results:

· 8% increase in oil production in the fourth quarter of 2002 compared to the fourth quarter of 2001. In 2002 oil production reached 37,883 thousand tones (average 758,000 bbl/day ) compared to  35,029 thousand tones in 2001 ( 701,000 bbl/day ). The increase in crude oil production was mainly due to the results of enhanced recovery techniques.
· Oil refining remained stable compared with previous year and reached 20,433 thousand tones (419,900 bbl/day) in 2002 compared to 19,958 thousand tones (410,100 bbl/day) in 2001.

Financial results summary:

· 67% increase in net revenues that reached U.S.$ 1,937.0 million in the fourth quarter of 2002 compared to the fourth quarter of 2001. For the year ended 31 December 2002 net revenues reached U.S.$ 6,075.4 million, a 17% increase compared to the same period in 2001.
· 84% increase in pretax profit that reached U.S.$ 407.3 million in the fourth quarter of 2002 compared to the fourth quarter of 2001. In the year ended 31 December 2002 pretax profit reached U.S.$ 1,351.7 million, a 8% decrease compared to the same period of 2001. The decrease in the pretax profit as well as EBITDA in the year ended 31 December 2002 was mostly due to higher transportation tariffs, and introduction of unified production tax.
· 39% increase in EBITDA that reached U.S.$ 531.3 million in the fourth quarter of 2002 compared to the fourth quarter of 2001. In the year ended 31 December 2002 EBITDA reached U.S.$ 1,991.3 million, a 6% decrease compared to the same period of 2001.
· 352% increase in net income that reached U.S.$ 402,3 million in the fourth quarter of 2002 compared to the fourth quarter of 2001. In the year ended 31 December 2002 net income reached U.S.$ 1,166.5 million, a 4% increase compared to the same period of 2001.  
· 17% increase in cash flow from operations that reached U.S.$ 1,445.6 million in 2002, compared to 2001. 

12 Months Ended 31 December 2002 Compared to 12 Months Ended 31 December 2001

Sales of crude oil increased by 13% to U.S.$ 3,227.4 million in the twelve months ended 31 December 2002 from U.S.$ 2,866.7 million in the twelve months ended 31 December 2001, due to higher export sales prices and increased export sales volumes. In the same period in 2002, U.S.$ 3,210.9 million of these sales represented export sales compared to U.S.$ 2,604.7 million in the twelve months of 2001, and in the twelve months of 2002, U.S.$ 16.5 million represented domestic sales compared to U.S.$ 262.0 million in the twelve months of 2001.

Sales of refined products increased by 12% to U.S.$3,444.9 million in the twelve months ended 31 December 2002 from U.S.$3,077.7 million in the twelve months ended 31 December 2001. In the same period in 2002, U.S.$ 2,006.2 million of these sales represented export sales compared to U.S.$ 1,602.7 million in the twelve months of 2001, and in the twelve months of 2002, U.S.$ 1,438.7 million represented domestic sales compared to U.S.$ 1,475.0 million in the twelve months of 2001.

Excise taxes and export duties decreased by 16% to U.S.$ 837.0 million in the twelve months ended 31 December 2002 from U.S.$ 999.1 million in the same period in 2001. Excise taxes and export duties represented approximately 12.1% of gross revenues in the twelve months of 2002 compared to 16.2% in the twelve months of 2001. This decrease was due primarily to the replacement of excise tax on crude oil with a unified production tax effective from 1 January 2002, and a decrease in crude export duty rates. This was partially offset by an increase in excise taxes on refined products such as gasoline, diesel fuel and motor oils beginning 1 January 2002 and the introduction of an excise tax on refined products in Ukraine. 

Operating expenses decreased by 15% to U.S.$ 939.9 million in the twelve months ended 31 December 2002 from U.S.$ 1,107.5 million in the twelve months ended 31 December 2001, due to decrease in upstream expenses. 

Decrease in upstream operating expenses was largely due to increased production from lower cost fields (Orenburgneft), decreasing production from higher cost fields (TNK-Nyagan) and TNK’s continuing cost cutting measures aimed at undertaking only those projects that result in higher returns, with the shift to more sophisticated and more efficient recovery techniques. 

Downstream operating expenses increased in 2002 due to increased prices for materials and electricity. The volumes of refined products produced were stable.

Taxes other than income tax increased by 93% to U.S.$ 1,067.3 million in the twelve months ended 31 December 2002 from U.S.$ 554.4 in the twelve months ended 31 December 2001. Of this increase, U.S.$ 577.2 million was attributable to the introduction of the unified production tax in 2002, offset slightly by the repeal of the royalty and mineral restoration tax. 

Transportation expenses increased by 43% to U.S.$ 656.8 million in the twelve months ended 31 December 2002 from U.S.$ 459.1 million in the same period in 2001. The increase in transportation expenses is resulting from increased pipeline and railway tariffs and increased volume of oil transportation by the railway to increase export sales and take advantage of high oil prices.

Income tax expense amounted to U.S.$ 100.4 million in the twelve months ended 31 December 2002 compared to U.S.$ 60.1 million in the twelve months ended 31 December 2001.  The current tax expense decreased by 36% (from U.S.$ 301.6 million in 2001 to U.S.$ 193.1 million in 2002) primarily due to introduction of new tax rate (24%) in 2002. The deferred tax benefit in 2002 amounted to U.S.$ 92.7 million compared to U.S.$ 241.5 million in 2001. The  gain in 2001 was primarily due to the change in Russian statutory corporate income tax rates from 35% to 24% (from 15% to 6% for dividend income) in Russia, from 11% to 7,5% in Russian economic development zones. Although the change in rates came into effect on 1 January 2002, it was enacted and therefore applied in 2001 in deferred tax calculation in accordance with US GAAP. 

Minority interest was U.S.$ 84.8 million in the twelve months ended 31 December 2002 compared to U.S.$ 288.5 million in the twelve months ended 31 December 2001. Minority interest decreased mostly due to a decrease in earnings attributable to minority interest owners and due to TNK completing a share consolidation in December 2001, thereby reducing the number of subsidiaries with minority interest holders. 

Debt remained stable compared with previous year and reached U.S.$ 2,737.6 million as at 31 December 2002 compared to U.S.$ 2,719.0 million as at 31 December. However, as at 31 December 2002, long-term debt comprised U.S.$ 1,982.8 million compared to U.S.$ 1,050.1 million as at 31 December 2001. Short-term debt and current portion of long-term debt as at 31 December 2002 decreased by 55% (from U.S.$ 1,668.9 million as at 31 December 2001 to U.S.$ 754.8 million as at 31 December 2002) primarily due to management effort, aimed at refinancing a significant portion of short-term obligation by replacing them with long-term financing.

Net debt was U.S.$ 1,672.6 million as at 31 December 2002 compared to U.S.$ 2,147.6 million as at 31 December 2001. The decrease of 22% is explained mainly by increase in cash and cash equivalents balances. 

NOTES TO EDITORS

Adrian Lajous

· From 1994 to 2000 Adrian Lajous was Director General of Pemex, the Mexican national oil company, and Chairman of the boards of the Pemex group of operating companies. He was then Special Advisor to the President of Mexico on international oil issues for one year.

· He is senior energy advisor to McKinsey & Company since January 2001.  He is also President of the Oxford Institute for Energy Studies, senior energy advisor to Morgan Stanley and non-Executive Director of Schlumberger.  

· Adrian Lajous taught at El Colegio de Mexico (1971-76) and joined the Ministry of Natural Resources and Industrial Development in 1977 and was appointed Director General for Energy.  In 1979 he was actively involved in drafting Mexico’s first Energy Program. In 1983 he joined Pemex where he has a held a succession of key executive positions. 

· He has served on the board of directors of several Mexican industrial companies and banks.  In Europe he has been on the board of Repsol YPF.

· Adrian Lajous was born in Mexico City in 1943.  He holds degrees in economics from the National University of Mexico and from King’s College Cambridge.  Juan Carlos 1, King of Spain, decorated him with the Orden Del Merito Civil.

James A. Harmon

· James A. Harmon founded Harmon & Co. in 2001 to provide strategic advice to major corporations and governments. He is a Director of the integrated gas company Questor Corporation.

· He was Chairman, President and CEO of the Export-Import Bank of the United States (Ex-Im Bank), serving four years until 2001, during which time he successfully guided the Bank through the financial crises that hit the Asian, South American and Russian economies.  He advocated proactively expanding Ex-Im Bank’s business into new markets and developed new approaches to international financing.

· Mr Harmon was a partner of Wertheim & Co. from 1974, becoming Chairman, and Chairman and CEO of Schroder Wertheim & Co. in 1986.  He was a member of the Board of Directors of Schroders plc from 1986 to 1997.

· He is a Trustee Emeritus of Brown University and Barnard College.  He is Chairman of the Corporate Council on Africa, a member of the Board of Directors of the World Resources Institute and a member of the Council on Foreign Relations.  

· He is a former member of the Advisory Committee on International Capital Markets and the Nominating Committee of the Board of the New York Stock Exchange, Inc. and a former member of the Board of Directors of the Securities Industry Association.

· Mr Harmon received a B.A. in English Literature from Brown University and an MBA in Finance from Wharton Graduate School.  

Sir Peter Walters

· Sir Peter Walters was Chairman of British Petroleum Company plc from 1981 to 1990.  He was Chairman of Midland Bank plc from 1991 to 1994, Deputy Chairman of EMI plc from 1990 to 1999 and Deputy Chairman of HSBC Holdings plc from 1992 to 2001. He was a director of the Post Office and of the National Westminster Bank.

Sir William Purves

· Sir William Purves was Chairman of HSBC Holdings plc from 1990 to 1998 and served as a director of the Shell Transport and Trading Company plc from 1993 until May 2002.  He is Chairman of Hakluyt & Company Ltd, Deputy Chairman of Alstom s.a., Director of Interpacific Holdings Ltd, Scottish Medecine plc, Trident Safeguards Ltd and World Shipping and Investment Co Ltd.

TNK International

· TNK has developed by organic growth and acquisition into one of the largest vertically integrated Russian oil and gas companies, with proven reserves in excess of 7 billion barrels of crude oil and production of over 730,000 barrels per day. 

· TNK owns three major refineries, two of which are located in Russia, with the third located in Ukraine.  TNK operates a network of more than 1,200 branded retail filling stations in Russia and Ukraine, including more than 130 in the Moscow region.  

· TNK International has the highest credit rating of any Russian corporate: “Ba3” by Moody’s Investors’ Services, “B+” by Standard & Poor’s Rating Service, and “B+” by Fitch Ratings.  All ratings are with a stable outlook. 

· TNK is committed to developing western levels of accounting, reserve auditing and corporate governance standards.  PwC has produced 5 years of US GAAP accounts. Miller & Lents has completed reserve reports.

· In 2000, TNK was the first Russian company to win the prestigious Financial Times Energy Award, and was named the World’s best Oil and Gas Company for 2000.

· TNK is a private company that is effectively 50/50 owned by Alfa Bank, Russia’s fourth largest, and Access Industries/Renova, a US-based private investor group. 
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