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INTRODUCTION
Increasing direct investment in oil is one of the priorities 
for the development of the Russian economy. Its decision 
is critically important for the country's budget, since oil is 
the strategic basis of the economy of the Russian Federation 
and the basis for the development of many other industries. 
Experts note that Russia has all the prerequisites to 
increase oil production: today there are more than 50 new 
development projects, the total reserves of which exceed 
3.5 billion tons, while the potential to increase production 
in mature fields is far from exhausted.

The dynamics of global oil prices are also encouraging: at 
the end of 2017, as a result of higher prices than in 2016 
(an average of $ 54.7 per barrel), the budget of the Russian 
Federation received an additional about 1 trillion 200 billion 
rubles. In 2018, oil prices have reached maximum values 
over the past three years, and no significant decrease is 
expected during the year. Taking into account the main 
influencing factors, it is predicted that the average price of 
Russian URALS oil on the world market in 2018 will be in the 
range of $ 52–75 per barrel.

However, the development of the oil industry in our country 
is facing significant barriers. The solution of this task is 
hampered by the political and economic isolation of Russia, 
which causes the outflow of foreign capital and the lack of 
own funds for the development and development of new 
fields. The sanctions of the European Union and the United 
States have questioned many cooperation agreements in 
the field of oil and gas exploration and production between 
global oil producing companies and leading Russian 
companies.

The problem is aggravated by the Federal Law “On the 
Procedure for Making Foreign Investments”, which sets a 
rigid framework for foreign investors in industries that are 
strategically important for Russia. Under its action include, 
in particular, enterprises engaged in the extraction of 
minerals.

Obviously, the current situation requires the development 
and implementation of fundamentally new mechanisms for 
financing the oil industry, which will help attract capital to 
the strategically important raw materials market for Russia.

OilWellCoin (https://oilwellcoin.io/) is the first project in 
the world aimed at solving the problem of financing and 
developing the oil industry on the basis of blockchain 
technologies. It is based on a proprietary platform that 
operates cryptoactive assets. Funding will be provided by 
issuing tokens and pre-selling virtual certificates, which 
further provide a discount of 20% of the market value for 
each barrel of oil produced in the project. The funds raised 
from the pre-sale of certificates will be used to extract oil 
from fields owned by the OilWellCoin group of companies.

The use of blockchain technologies will reduce the threshold 
of entry into the oil industry, not only for professional 
investors. Thanks to the new financing mechanism, any 
person will be able to purchase a certificate for a discount 
and become a member of the oil business. This will 
significantly increase the inflow of capital into the industry 
and will contribute to its transparency and liberalization.

Project OilWellCoin was created by a group of professionals 
with a combined experience of more than 40 years in the 
field of geological exploration of oil fields and oil production 
in Russia and in the world. Among the project participants 
are the oil producing company Demiurge LLC and the 
technology company Hadius Pro Marketing Pte. Ltd., which 
is the official developer of the OilWellCoin platform and 
distributor of discount certificates for products produced by 
Demiurge LLC. The first project to raise funds and carry out 
further work on the production and sale of oil is planned by 
the OilWellCoin platform team to implement on the basis of 
its own oil and gas wells of one of the company's sites.

All funds received by the OilWellCoin group of companies 
will be used to purchase the necessary equipment for drilling 
and workover, production of raw materials from these wells, 
transportation and sale of oil produced. The time cycle from 
the purchase of the necessary equipment to the sale of oil 
on the market will be 9-12 months. The volume of sales in 
the domestic market is planned at a rate of 100%.

The capabilities of the OilWell platform, due to the new 
financing mechanism, allow the project to scale up and 
develop new fields, both in Russia and in other countries, 
as well as launch other processes that exist in the industry, 
for example, oil transportation, production of oil products 
and etc.
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Analysis of the oil and 
oil products market
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MARKET OVERVIEW
The oil market is one of the basic, life-supporting markets. 
Its level of development largely determines the economic 
power of the country and its geopolitical role in the world.

In the XX century, oil was called "black gold". Oil is a raw 
material for the transport, electric power and chemical 
industries. Road transport is 98% oil dependent. Oil 
accounts for 36% of the energy absorbed in the world, 
and produces 9% of the electricity of the entire planet. 
Despite the innovative development of alternative energy 
sources, today it is oil that remains the leader in the field 
of energy consumption. Consumers can not abandon the 
use of vehicles, heating homes, the production of many 
relevant materials, the source for which is oil and petroleum 
products.

Oil is the main fossil of the 20-21 century, around which 
the world economy is built. In conditions when oil is 
the main type of energy raw material, its economic and 
political importance in the world is constantly growing. 
The availability of own resources, the ability to organize the 
export of oil and oil products allow various states to achieve 
significant success in economic and social development. 
At the same time, fluctuations in world oil prices and the 
situation on the oil market lead to serious changes in the 
economic policies of both oil-producing countries and 
countries whose industries are based on imported oil.

Oil production and consumption in the world is growing 
steadily. It is expected that by 2020 the world oil consumption 
will increase to 115 million barrels per day (in 2000 it was 77 
million barrels per day), that is, it will increase by 2 times.
Analysts, based on statistics on the volume of oil production 
in the world, identify two stages in the development of the 
industry. The first one - from the very beginning to the first 
relative maximum, which was reached in 1979 (the volume 
of oil produced amounted to 3235 million tons). The second 
stage lasts from 1979 to the present. From 1920 to 1970, 
there was a steady increase in world oil production with an 
annual increase.

If we combine the data by the decades, the production 
growth occurred exponentially, that is, doubled every 10 
years. Since 1979, after the maximum values, oil companies 
have slowed their production growth rates. In the first half of 
the 80s. there is even a short-term decline in oil production. 
In the future, increasing the volume of oil produced is 
resumed, although not as rapidly as in the first stage.

Today, there are three countries leading in terms of oil 

production. These include the Russian Federation, Saudi 
Arabia and the United States of America. These are the 
closest competitors for the first position in this rating. For 
example, in 2015, Saudi Arabia produced 10192.6 thousand 
barrels per day, Russia - 10111.7 thousand barrels per day, 
and the United States - 9430.8 thousand barrels per day. 
One barrel - 159 liters of raw materials. At the same time, 
in 2014, the US mined raw materials more than the Russian 
Federation and occupied the second line in the ranking. 
In 2016, the situation changed and Russia emerged as the 
absolute leader, producing a record 548 million tons of oil. 
At the end of 2017, Russia once again became the world 
leader in terms of production. Moreover, its separation from 
Saudi Arabia increased by 51 million tons. However, the 
International Energy Agency (IEA) predicts that the United 
States can reach the world leaders in oil production by the 
end of 2018.

ANALYSIS OF THE OIL AND
OIL PRODUCTS MARKET

Ten leading oil producing countries

In recent years, the pace of production is increasing Iran, 
which was previously under the influence of international 
sanctions, prohibiting it from selling oil. After the sanctions 
were lifted, Iran reached the top five in terms of production 
and continues to increase the production of raw materials.
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Today, according to scientists on the planet, 240 billion 
tons of crude oil is concentrated. As of January 1, 2017, 
slightly less than 80% of proven oil reserves accounted 
for eight countries. Of these, six countries are members of 
OPEC and only two (Canada and Russia) are not members 
of this organization. The world leader in proven reserves is 
Venezuela (mostly due to heavy / bituminous oil). If we take 
into account only light traditional oil, then the countries of 
the Middle East will be the undoubted leader. Together, they 
account for 47.3% of proven oil reserves.

World oil reserves by countries (01/01/2017), billion 
barrels

Country Oil reserves % of world reserves

Venezuela* 300,9 17,6

Saudi Arabia 266,5 15,6

Canada** 171,5 10,0

Iran 158,4 9,3

Iraq 153,0 9,0

Russia 109,5 6,4

Kuwait 101,5 5,9

United Arab Emirates 97,8 5,7

Libya 48,4 2,8

USA 48,0 2,8

Nigeria 37,1 2,2

Kazakhstan 30,0 1,8

China 25,7 1,5

Qatar 25,2 1,5

Brazil 12,6 0,7

Others 120,7 7,1

* Including 222.3 billion barrels. of  heavy oil belt of the 
Orinoco River.
** Including 165.3 billion barrels. of  Canadian oil sands.
Source: BP Statistical Review of World Energy 2017.

The face of the oil industry is determined by large oil 
companies. These organizations, gigantic in scale, are 
engaged in everything from the search and exploration of 
oil fields to the sale of petroleum products to the end user. 
Oil companies are linked by a complex set of interactions 
that provide the path of crude oil from the field to the gas 
tank of a car or any enterprise that uses refined petroleum 
products as raw materials.

The TOP-9 companies - world leaders in oil production 
include two Russian companies - Rosneft (1st place) and 
Lukoil (8th place). Despite this, they remain the cheapest 
among the rest of the leaders. On the aggregate of a number 
of multipliers (the ratio of the value of the enterprise and its 
income, cash flow, book value, etc.), their underestimation 
in comparison with other oil majors is very indicative. For 
example, Rosneft, which heads the list, is five times cheaper 
than the largest American oil producer Exxon Mobil. Among 
the objective reasons for such a situation are state control, a 
difficult political situation, legislative aspects related to the 
protection of private property, etc.

Oil companies, the general scheme of work

Source: vseonefti.ru

World leading oil companies

Company Production*       Capitalization,   
billion dollars**     

Average dividend 
yield over 5 years EV/Ebitda** P/E** Net debt/

Ebitda**

Rosneft 5,7 61 3,5% 5,94 19,82 2,64

Exxon Mobile 4,1 325,2 3,3% 13,51 16,49 1,34

PetroChina 4 236,8 2,3% 20,37 57,5 3,58

Royal Dutch Shell 3,7 277,7 6,3% 7,85 20,41 1,53

BP 3,3 137,4 6,5% 6,35 38,55 1,4

Petrobras 2,8 81,1 4,3% 5,72 35,54 2,95

Chevron 2,5 213,5 3,9% 10,28 29,95 1,39

Lukoil 2,2 55,7 5,5% 4,48 7,69 0,47

Eni 1,7 62,3 6,2% 5 28,86 1,2

* Hydrocarbon production in 2016, mln b. / day. Source: Rosneft Annual Report for 2016 
** According to the agency Reuters.
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The steady excess of world oil supply over demand in 
recent years has led to a significant decline in oil prices. The 
increase in supply was due primarily to an increase in shale 
oil production in the United States. Under these conditions, 
OPEC did not reduce production and in fact switched to a 
policy of maintaining its share in the global oil market. As a 
result, the average price of Russian URALS oil on the world 
market fell from $ 107.1 per barrel. in the first half of 2014 to 
$ 51.2 per barrel. in 2015 and $ 41.9 per barrel. in 2016.
 
In conditions of low prices in 2015-2016. there was a 
curtailment of production at high-cost fields, primarily shale 

Страна 2015 2016 2016
IV quarter

2017
I quarter

2017
II quarter

2017
III quarter

2017 IV quarter 
(rating)

USA 9,42 8,86 8,81 8,99 9,10 9,29 9,57

OPEC countries, total 31,75 32,68 33,25 32,08 32,32 32,89 32,53

Saudi Arabia 10,01 10,42 10,55 9,98 10,09 10,18

Iraq 4,03 4,43 4,61 4,46 4,44 4,50

Iran 2,80 3,57 3,73 3,80 3,81 3,83

Source: US EIA.

Oil production in the US and OPEC countries in 2015-2017, million barrels. per day

oil in the United States. But this reduction was neutralized by 
an increase in production in OPEC countries, which at least 
partially sought to compensate for the decline in revenues. 
Oil production in the USA and OPEC countries in 2015-2017, 
million barrels. per day.

HISTORICAL DYNAMICS OF OIL PRICES,
FORECASTS OF ITS CHANGES

A significant drop in oil prices in 2016 prompted oil-
producing countries to take decisive action to limit 
production. At the end of 2016, OPEC countries and a 
number of other oil-producing countries, including Russia, 
reached an agreement to reduce production by six months, 
starting  January 1, 2017. 
In accordance with this agreement, OPEC countries have 
pledged to reduce their production by 1.2 million barrels. 
per day, and 11 countries participating in the agreement that 
are not included in OPEC - by 558 thousand barrels. per day, 
including Russia - at 300 thousand barrels. in relation to the 
level of October 2016

Since oil production grew in Russia and was at its 
maximum in October 2016, for the Russian Federation 
the fulfillment of the commitments actually meant a 
refusal to increase production and its return in 2017 to 
the average level of 2016.

To further reduce the excess supply, the OPEC countries and 
other parties to the agreement took a decision at the end of 
May 2017 to extend the agreement for the next nine months, 
that is, from July 2017 to March 2018. The implementation of 
this agreement resulted in a reduction in the excess supply 
and marked increase in world prices. Thus, the price of oil 
grade BRENT increased from $ 44 per barrel. in 2016 to 53.5 
dollars per barrel. on average in January-November 2017. 
The price of Russian URALS oil in January-November 2017 
averaged $ 52.1 per barrel, that is, it actually increased by $ 
10 per barrel. compared to 2016.

At the same time, in November 2017, the URALS price 
reached $ 61 per barrel, which is $ 17 per barrel. above 
the level of November 2016 (the last month before the 
conclusion of the agreement) and by $ 9 per barrel. higher 
than December 2016.

Excessive commercial oil reserves (oil reserves in storage) 
have been significantly reduced, which indicates a gradual 
rebalancing of the market. According to the International 
Energy Agency (IEA), if in January 2017 the excess of 
commercial oil reserves in OECD countries was 302 million 
barrels, then in October 2017 it was already 111 million 
barrels, that is, there was a decrease by more than 60%.

A positive impact on the balancing of the market and oil 
prices has also had a marked increase in demand. According 
to IEA estimates, in 2017, global oil demand increased by 1.5 
million barrels. per day (or 1.6% compared with the previous 
year).
The effect achieved was reduced by a recovery in shale oil 
production growth in the United States, as well as increased 
production in some other non-OPEC countries. Improving 
technology and reducing costs have allowed the American 
oil industry to adapt to the relatively low level of oil prices. 
As a result, in 2017 in the USA there was an increase in 
the number of operating drilling rigs and oil production. 
According to the US Energy Information Administration 
estimates, in 2017, oil production in the United States 
amounted to 9.24 million barrels. per day, which is 0.38 
million barrels. per day (4.3%) higher than last year.
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Регион 2016
IV кquarter

2017
I quarter

2017
II quarter

2017
III quarter

2017
IV quarter

IV quarter 2017 /
IV quarter 2016, %

Oil production

OPEC 40,2 38,9 39,2 39,6 39,2 -2,6

Saudi Arabia 12,6 11,9 12,0 12,0 12,0 -4,6

USA 12,5 12,7 13,0 13,1 13,9 +11,2

Russia 11,6 11,5 11,3 11,3 11,3 -2,2

World 98,2 96,6 96,9 97,9 98,0 -0,2

Consumed oil

China 11,9 12,5 12,6 12,2 12,7 +6,7

Europe (OECD) 14,2 13,9 14,3 14,7 14,2 +0,2

USA 20,1 19,8 20,3 20,2 20,2 +0,4

World 97,0 96,6 98,0 98,4 98,3 +1,4

Sources: Thomson Reuters, US AEI, IMF, World Bank.

Production and consumption of oil in the world (million barrels per day)

Indicator 1
Jan

8
Jan

15
Jan

22
Jan

Changes for 
the month (%)

Monthly*  annual 
changes (%)

Oil Urals 66,7 68,5 70,3 68,0 +5,6 +29,0

Oil ESPO 68,5 69,3 70,7 70,9 +8,5 +22,4

Oil Brent 67,1 69,1 71,1 68,8 +5,9 +27,7

Oil WTI 60,5 61,7 64,2 63,4 +8,8 +19,7

Oil Dubai 64,5 65,5 66,9 65,6 +5,1 +22,5

OPEC oil basket 64,5 65,9 67,8 66,5 +6,1 +19,0

gasoline (price ARA FOB) 615,0 643,5 660,0 661,0 +10,0 +16,3

Diesel (price ARA FOB) 599,5 602,1 619,3 606,0 +4,3 +26,4

(price ARA FOB) 358,5 361,5 366,0 367,5 +4,3 +21,9

World oil prices (USD / bbl)

In 2017, oil prices returned to the level of the end of 2014. 
In the first half of January 2018, oil prices continued to rise, 
with the result that the price of BRENT oil by the middle of 
the month exceeded $ 70 per barrel, and WTI - $ 64 ./barr. 
The last time oil prices reached these values at the end of 
November - early December 2014. The growth at the end 
of December 2017 - early January 2018 was due to news 
of an explosion on a pipeline in Libya and mass protests in 

ВIn December 2017, oil supply declined due to Venezuela 
and the UK. According to the IEA, world oil production in 
December compared to November 2017 decreased by 0.4 
million barrels per day. The main decline was observed in 
the North Sea (-0.2 million barrels per day) and Venezuela 
(-0.2 million barrels per day). At the same time, the OPEC 
countries as a whole reduced their production by 0.1 million 
barrels per day, which, according to IEA estimates, allowed 
them to fulfill the target level of the transaction to reduce oil 
production by 129% in December.

According to the latest forecasts, in 2018, against the 
background of further balancing the market, a higher level 
of world oil prices is expected compared to the average 
level of the current year. According to the forecast of the US 

Energy Information Administration, the world price of the 
BRENT variety in 2018 will be $ 57.26 per barrel, according to 
the World Bank forecast - $ 56.0 per barrel. (average price of 
varieties BRENT, Dubai and WTI). Forecasts of leading foreign 
banks (Goldman Sachs Group, UBS, Credit Suisse, JPMorgan, 
Citigroup, Barclays) regarding the price of BRENT varieties in 
2018 are in the range of $ 54- $ 62 per barrel.

Taking into account the main influencing factors, it can 
be predicted that the average price of Russian URALS 
oil on the world market in 2018-2019  will be in the 
range of $ 52-75 per barrel.

Source: Analytical Center under the Government of the Russian Federation.

Iran. However, oil prices soon corrected somewhat, as the 
protests did not have a real impact on oil supplies from this 
country. During the month, oil prices remained high due 
to a decrease in oil and petroleum products in the United 
States, partly due to abnormal frosts and snowfalls, as well as 
unsustainable production growth in the country.
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Average monthly prices for WTI and Brent oil
(USD / bbl)

Марка нефти I quarter 2018 2018 2019

Brent (Thomson Reuters2) 60,2 58,9 61,3

WTI (Thomson Reuters2) 55,6 55,8 57,8

Brent (АЭИ США3) 59,7 59,7 61,4

WTI (АЭИ США3) 54,0 55,3 57,4

Average IMF price4 (МВФ) 46,6 49,0 48,6

Average WB price 4 (ВБ) - 57,6 59,5

1 Average for the specified period.
2 Consensus forecast December.
3 Forecast January.
⁴ Average price of Brent, WTI and Dubai, IMF forecast -Jule, forecast WB -October.

Oil price forecast1 (USD / bbl)

Among the most significant risks for positive price dynamics 
are:

• growth in oil production in the United States, as well as in 
some other countries, which is able to largely neutralize 
the effect of an agreement to restrict production;

• resumption of production growth in OPEC countries
and other countries participating in the agreement as
early as 2018, that is, before the agreement expires.
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Источники: Thomson Reuters, АЭИ США, МВФ, Всемирный банк 

Oil industry of Russia:
state and problems
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Oil is the main raw material wealth of Russia. Oil production 
in our country is the strategic basis of the economy and 
the basis for the development of many industries. The oil 
complex of Russia is the foundation of economic, political 
and social stability in the country and plays a key role in 
providing oil resources in many countries of the world, first 
of all, in Europe. Thanks to a significant share (more than 
12%) in world oil production, Russia occupies one of the 
leading positions in the global energy security system.

Oil production and refining is a major factor in the 
development of many regions of the Russian Federation, 
which have significant reserves of oil and gas (the so-
called oil fields - oil and gas provinces). These include both 
traditional mining regions - Western Siberia, the Volga 
region, the North Caucasus, and new oil and gas provinces: 
in the European North (Timan-Pechora region), in Eastern 
Siberia and in the Far East. The center of the industry 
is Western Siberia. Due to the introduction of modern 
technologies, the volume of raw material production has 
recently increased significantly and now stands at about 
117 million tons per year (61% of the country’s total). The 
most significant regions in the European part of the country, 
to which the third part of the industry falls, are the Volga 
region, the Urals and the North Caucasus.

There are five types of oil in Russia, of which the most 
famous in the world market is “URALS”. URALS fuel is heavy, 
high-sulfur Ural oil, the brand of which includes fuel from 
Tatarstan and the Khanty-Mansi Autonomous Area.

KEY PLAYERS
The oil giants of Russia solve dozens of economically 
important tasks for the country. The functioning of the oil 
complex, which includes the extraction and processing 
of hydrocarbons, is ensured by a developed system of 
subsidiaries of leading companies. The list of oil companies 
in Russia includes both large organizations with numerous 
subsidiaries and separate enterprises that carry out a small 
amount of work on a regional scale. As of today, about 320 
companies are engaged in oil production in the state, about 
180 of them are independent enterprises. At the same 
time, the remaining part of the operators is included in the 
vertically integrated structure of oil and gas companies.

About 90% of all oil produced in Russia falls on nine large 
oil companies with a vertically integrated structure: Rosneft, 
Lukoil, Gazpromneft, TNK-BP, Tatneft, Surgutneftegaz, 
Bashneft, Slavneft, Russneft. In addition, there are about 
150 small and medium mining enterprises. The largest oil 
companies are vertically integrated. In the oil business, this 
means combining all the necessary links for the functioning 

of the technological chain of hydrocarbon movement from 
production to refining, including:

• exploration of reserves,
• drilling of the wells, 
•  field development; 
• production and transportation of crude oil; 
• processing and transportation of finished petroleum 

products; 
• sales of petroleum products.

LUKoil is considered the largest oil company in terms of 
production in Russia. The company is not only engaged in 
exploration, production, but also the processing of fossil 
fuels, and the sale of petroleum products. The Russian 
brand has entered the list of the largest trademarks of the 
planet. In the top three, Rosneft is also the largest public 
organization of the corresponding segment on the planet. 
The main activity of the company is the search, exploration, 
production, processing of the resource and the sale of oil 
and gas products in the state and beyond. Both companies 
are in the TOP 3 of the largest Russian companies in terms of 
revenue, according to RBC rating.

OIL INDUSTRY OF RUSSIA:
STATE AND PROBLEMS

Place Company Sector Revenue Profit

1 Gazprom Oil and gas 5966 997

2 LUKoil Oil and gas 4744 208

3 Rosneft Oil and gas 4134 201

Source: www.rbc.ru/rbc500

Revenue of oil and gas companies in 2016, billion 
rubles

-0%

-8%

+0%

+24%

-44%

-29%
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The industry is often observed absorption of small 
organizations by monopolists, as well as mergers of 
companies. Consolidation helps to effectively address 
environmental issues associated with the development of 
deposits, since this requires significant investment, which 
only a large organization can. The largest oil companies 
also occupy a priority position in view of the fact that they 
contain in their structure all the necessary units that provide 
a full cycle from geological exploration to retail sales. The 
scale of activity helps companies to develop effectively and 
enter foreign markets: only those operators who have a 
powerful production potential and apply modern industry-
specific technologies can find foreign customers and find 
foreign customers.

THE STATE OF THE OIL 
MARKET AND ITS SHORT-
TERM PROSPECTS
The state and prospects of the oil industry in Russia are 
estimated by the scale of production, reserves and exports. 
In 2016, oil production in Russia reached a historic high of 
547.5 million tons and a record annual growth rate of + 2.5% 
in 10 years. The key driver of oil production growth in Russia 
in recent years has been a combination of two factors:

• the desire to increase production volumes to
achieve a maximum share in the world market
and oust shale oil producers from it in a favorable 
pricing environment;

• the desire to ensure the maximum possible
filling of the budget with oil and gas revenues in
an unstable macroeconomic situation.

Indicators of oil and gas condensate production in 
Russia in 2006-2016, mln. tons

Russia's revenues from oil exports in 2017 increased by 30% 
compared to 2016. In 2017, the Russian oil and gas sector 
was on the rise. Despite the strengthening of sanctions 
from Western countries, Russian companies have steadily 
expanded their presence in the world's largest raw materials 
markets - in China and India.

The OPEC + Agreement on the reduction of oil production 
has led to a significant increase in world oil prices. Reducing 
the volatility of oil prices creates the possibility of stabilizing 
the world market (eliminating excess reserves) in the next 
year or two. At the end of November 2017, it was decided 
to extend the agreement until the end of 2018. This makes 
it possible to predict a higher level of oil prices in 2018 
compared to the average level of the previous year.

In January-November 2017, the price of Russian oil on the 
world market averaged $ 52 per barrel, or increased by 
$ 10 per barrel. compared with the previous year, which 
favorably affected the country's budget. In general, by the 
end of 2017, as a result of higher prices than in 2016 (and 
they were higher by almost $ 11 and averaged $ 54.7 per 
barrel of oil), the budget of the Russian Federation received 
an additional about 1 trillion 200 billion rubles.

In 2018, oil prices reached their maximum over the past 
three years due to interruptions in oil supplies. However, 
most experts expect that oil prices in 2018 on average 
will stay at a higher level. 

Oil production, export and refining in Russia
(million tons)

Oil production

December 2017 (million tons) 46,3

% by December 2016 -2,2%

Jan.-December 2017 (million tons) 546,7

% by January- December 2016 -0,1%

Export

December 2017 (million tons) 20,7

% by December 2016 -2,6%
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Source: Analytical Center under the Government of the 
Russian Federation. Energy Bulletin http://ac.gov.ru/
publications/bulletin/

In 2017, oil production in Russia decreased by 0.1% 
compared to 2016. In December 2017, oil production in 
Russia decreased (-2.2%) for the fourth consecutive month 
in annual terms, which was caused by the current restriction 
of production at the level of minus 300 thousand barrels. 
by October 2016 "in accordance with the agreement with 
OPEC. In general, in 2017, as the Analytical Center expected 
in November, oil production decreased by 0.1% (-0.6 million 
tons) compared to 2016. In 2017, oil exports increased by 

Exports of oil (up) and petroleum products (below) 
from Russia by destinations (million tons)

1.3% by 2016, and the processing volume remained almost 
unchanged (-0.1% by 2016).

Russia is strengthening its position in the oil market of 
the Asia-Pacific Region (APR). According to the Federal 
Customs Service of Russia, over 11 months of 2017 relative 
to 11 months of 2016, oil supplies from Russia to the APR 
countries increased by 9.5%, and to Europe and the CIS 
countries decreased by 2.4% and 3.2% respectively. China 
remains the main source of growth in demand for Russian 
oil abroad. Thomson Reuters estimates that the share of 
Russian suppliers in China’s total oil imports rose to 14.2% in 
2017 from 13.8% in 2016. If the trend is maintained, Russia 
has every chance to consolidate its leadership in the supply 
of oil to China, achieved in 2016.

Petrol

December 2017 (million tons) 3,5

% by December 2016 0,0%

Jan.-December 2017 (million tons) 39,2

% by January- December 2016 -1,8%

Diesel fuel

December 2017 (million tons) 6,7

% by December 2016 -2,7%

Jan.-December 2017 (million tons) 76,8

% by January- December 2016 +0,8%

Fuel oil

December 2017 (million tons) 4,6

% by December 2016 -15,4%

Jan.-December 2017 (million tons) 51,2

% by January- December 2016 -10,3%

Oil production

Jan.-December 2017 (million tons) 256,9

% by January- December 2016 +1,3%

Oil refining

December 2017 (million tons) 24,5

% by December 2016 -3,1%

Jan.-December 2017 (million tons) 279,5

% by January- December 2016 -0,1%

Production of basic petroleum products in Russia 
(mln. tons)

Sources: Ministry of Energy of Russia, Federal Customs 
Service of Russia.

Sources: Ministry of Energy of Russia, Federal Customs 
Service of Russia 
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PROBLEMS AND PROSPECTS 
FOR THE DEVELOPMENT OF 
THE OIL INDUSTRY
Despite good development prospects, the oil industry has 
significant problems: 

• outdated equipment, which significantly affects the
speed of oil production;

• low-quality utilization of petroleum gas;
• low oil recovery;
• an increase in the cost of oil production, which, in turn,

slows down the speed of production.

Most of these problems were affected by the crisis of 
2009, as a result of which oil production was significantly 
reduced and the majority of large companies abandoned 
research. The past few years have also been quite difficult 
for the Russian oil sector. This is due to the introduction of 
sanctions and the subsequent outflow of foreign capital, 
instability in oil prices and the struggle for the consumer. 
The sanctions of the European Union and the United States 
have questioned cooperation agreements in the field of oil 
and gas exploration and production in offshore and hard-to-
reach fields between global mining companies and leading 
Russian companies.

At first glance, it seems that Russian oil production has 
adapted to the sanction influence. For the time period from 
2012 to 2016. production increased by 6% to 548 million 
tons per year. Thanks to the investments made before the 
introduction of sanctions, in 2014-2017. more than a dozen 
new fields were launched, which provided an increase in 
production of 25 million tons. The increase in production 
was made possible by the introduction of new deposits.
An additional factor was the devaluation of the ruble, which 
reduced the costs of Russian oil companies in dollar terms. 
The decline in oil prices had a more negative impact on the 
budget than on the financial condition of companies, which 
is explained by the specifics of the Russian tax system.

However, if at present the impact of the restrictions is not 
very noticeable, then in the future, production figures, 
according to experts, will decrease significantly, which will 
have a negative impact on the country's budget. According 
to the Skolkovo Energy Center, the baseline scenario 
envisages a decline in production from 580 million tons at 
peak production to 540 million tons by 2025. At the same 
time, budget losses due to a reduction in production in 2025 
will amount to 150 billion rubles, and losses from a decrease 
in oil revenues by 2030 will increase to 270 billion rubles.

Due to a lack of investment, the development of many 
existing fields is declining. Theoretically, it can be 
compensated by developing unconventional reserves 
on land and offshore fields, but offshore projects are 
most often developed with the participation of foreign 

companies. After the introduction of restrictive measures, 
the development of offshore projects is actually frozen: the 
sanctions have significantly reduced and continue to reduce 
investment by European and American firms. Sanctions also 
affect the development of shale deposits - it is forbidden to 
supply equipment that is used for hydraulic fracturing in 
the production of oil of this type to Russia. The situation is 
similar in oil refining. If earlier in the year investments in this 
segment amounted to about 250 billion rubles, today this 
level has decreased to 150 billion rubles. 

Asian financial markets are also not in a hurry to invest in 
Russian oil production. It is also impossible to rely only on 
internal investments, since their volume will not cover the 
investment deficit, and the Russian government will support 
only the most strategically significant projects.

It is obvious that the main task in the current situation is 
to increase direct investment in oil. However, the solution 
of this task, in addition to sanctions, is also hampered at 
the legislative level. The Federal Law “On the Procedure for 
Making Foreign Investments”, adopted in 2008, sets a rigid 
framework for the activities of foreign investors in sectors of 
strategic importance for the Russian Federation. Under the 
action of the law fall, including enterprises engaged in the 
extraction of minerals.

The main mechanism of the Law “On the Procedure 
for Making Foreign Investments” is the verification and 
preliminary approval of transactions with foreign investors. 
The inspection is carried out to determine whether there is 
a threat to the state’s security as a result of a corresponding 
transaction with the business entity or with shares (stakes) 
constituting its share capital, or as a result of a transaction 
which may be aimed at establishing control over this 
business entity. The result of such inspections is often a 
refusal to potential investors in granting the right to use 
a subsoil site for exploration and mining in this area. This 
means that the development of this area may be suspended, 
as it may not be enough domestic investment.

At the same time, experts note that despite the achievement 
of a historic maximum for production in 2016, Russia has all 
the prerequisites for continuing to increase oil production: 
there are more than 50 new development projects, the total 
reserves of which exceed 3.5 billion tons. The potential of 
methods to increase production in mature fields is far from 
being exhausted. The urgency of further actions to develop 
new deposits is associated with the acceleration of these 
processes at the global level. The year 2018 will be extremely 
successful for “big oil” because of the increase in free cash to 
finance expensive oil exploration projects abroad and pay 
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dividends to investors, according to experts at Goldman 
Sachs, according to Bloomberg.

Despite the growing isolation of Russia at the political and 
economic levels, the oil industry continues to be attractive 
objects for foreign investment. Investments in the oil 
industry are considered the most liquid among long-term 
projects. According to the data provided by the Minister 
of Energy of the Russian Federation Alexander Novak at 
the World Economic Forum in Davos, the share of foreign 
investors in oil production in Russia is currently 31%.
Increasing capital inflows to the oil industry is possible 
through innovative financing mechanisms. These 
mechanisms should not contradict legislation and at the 
same time help to realize the existing opportunities for the 
growth of a strategically important industry in Russia.
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Источники: Thomson Reuters, АЭИ США, МВФ, Всемирный банк 

OilWellCoin platform:
blockchain technology in
the oil commodity market
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OilWellCoin  is the first project in the world aimed at solving 
the problem of financing and developing the oil industry 
in Russia and other countries on the basis of blockchain 
technologies. The project was created by a group of 
professionals with a combined experience of more than 40 
years in the field of geological exploration of oil fields and 
oil production in Russia and in the world, as well as software 
development experts and professional lawyers.

The basis of the project is the self-developed platform 
OilWellCoin (hereinafter referred to as OilWellCoin), an 
infrastructure operating with cryptoactive assets that will 
facilitate the introduction of blockchain technologies in 
the oil product market, and, as a result, its liberalization and 
transparency.

Among the participants of the OilWellCoin project 
(hereinafter “the OilWellCoin group of companies”) are the 
oil producing company Demiurge LLC and the technology 
company Hadius Pro Marketing Pte. Ltd., which is the official 
developer of the platform OilWellCoin (https://oilwellcoin.
io/) and distributor of discount certificates for products 
produced by Demiurge LLC.

GENERAL DESCRIPTION OF 
THE PROJECT 
The strategic goal of the OilWellCoin project is to introduce 
innovative blockchain-based financing mechanisms into the 
oil production and refining industry. New mechanisms will 
reduce the threshold for investors to enter into the business 
of oil production and sale based on traditional partnerships 
and increase capital inflows to the oil industry.

To realize the stated goal, the project team launches a 
blockchain platform operating with cryptoactive assets. 
The OilWellCoin platform will allow anyone to become a 
member of the oil development and production business. 
Platform users will have the opportunity to purchase special 
certificates issued by the OilWellCoin company, which 
will give them a right to a discount on the purchase of oil 
extracted from the sale of these certificates.

The project team plans to launch a blockchain-based 
Certificate Management System in early 2019.This system 
will allow to organize easy and convenient communication 
process between all participants of the platform. In addition 
to accounting for discount certificates, the platform will 
also provide information on the activities of the OilWellCoin 

OILWELLCOIN PLATFORM:
BLOCKCHAIN TECHNOLOGY IN
THE OIL COMMODITY MARKET

group of companies, as well as production and financial 
statements.

The advantages of using the blockchain system 
compared to the classic implementation:

• Lack of possibility of substitution / falsification of
original discount certificates.

• Transparent certificate tracking system.
• Ability to not contain server infrastructure for data

transfer and storage.
• Reliable channel with redundancy. No expensive

communication channels, database servers, etc. are
required.

To ensure the speed and conditional “simplicity” of the 
implementation, as well as economic efficiency, the 
possibility of launching a private blockchain on the 
IZZZIO platform (izzz.io) is being considered.

The choice of blockchain platform IZZZIO is grounded by 
the characteristics of this system, surpassing all analogues 
in a number of characteristics:

• High network speed, support for more than 40,000
transactions per second in a specially configured
environment (Confirmation of a transaction in Ethereum 
can take up to 10 hours).

• Free transactions.
• The LCPoA block generation algorithm (Limited

Confidence Proof of Activity), tied to world time, reliably 
protects the network from spam and counterfeit
transactions, while not demanding of computing
resources.

• Free data storage.
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To ensure the operation of the system, two types of tokens 
will be released:

1. ERC20 token - OILD (Oil Discount), produced on the
basis of the Ethereum platform, involved in the sale
of tokens during the period of the free sale of tokens
(Token Sale).

2. ТToken-asset - OILDC (Oil Discount Certificate) "virtual
certificate", issued on the basis of the blockchain
platform izzz.io, which will be used as a safe and trusted 
repository of information on issued paper obligations -
certificates that provide discounts.

To receive a discount when buying oil, you will need to 
obtain a paper certificate by submitting a virtual certificate 
to the company's information system.

You can get virtual OILDC certificates by exchanging them 
1: 1 on the basis of the OilWellCoin platform for OILD tokens.

The issue of OILD tokens is regulated by Russian and 
international law, in connection with their binding to 
electronic discount certificates of an unlimited period of 
validity, upon presentation of which, within the framework 
of the OilWellCoin platform, it will be possible to receive a 
discount when buying goods - oil. If the holder of tokens 
does not buy the oil produced, he will be able to sell the 
token in the free market to interested parties. Such a 
scheme will allow you to create correct legal relationships 
with customers, while actively using the blockchain for 
transparency of transactions.

The first project within the framework of raising funds from 
the sale of token certificates with further oil production 
and sale is planned by the OilWellCoin platform team to 
implement on the basis of its own oil and gas wells one of 
the company's sites.

On the territory of the sites there are drilled in the past 
century, promising oil and gas wells to be repaired. 
According to the current Russian legislation, a company 
that has confirmed the presence of oil reserves as a result 
of geological research has a priority right to extract and sell 
hydrocarbons recovered from the subsurface (hereinafter 
hydrocarbons) for 25 years.

These license areas belong to the North Caucasus oil and 
gas basin, and the grade of oil in these areas of the subsoil 
is higher than the BRENT brand, namely, URALS, while the 
presence of oil in the subsoil of the areas has already been 
confirmed by geological exploration. According to experts, 
the possible amount of recoverable hydrocarbon resources 
in the depths of plots is about 20 million tons. All funds 
received by the OilWellCoin group of companies due to 
the issued tokens will be used to purchase the necessary 
equipment for drilling and workover of wells, extracting 
raw materials from these wells, transporting and selling 
the extracted oil. The time cycle from the purchase of the 
necessary equipment to the sale of oil on the market will be 
9-12 months.

Owners of OILD tokens will be able to exchange them for 
virtual certificates O ILDC, p roviding a  d iscount o f 1  b arrel 
of 20% of the price of URALS oil at the exchange rate at the 
St. Petersburg International Commodity and Raw Materials 
Exchange when buying oil from the oil producing company 
Demiurge LLC. In this case, if the token exchange rate exceeds 
20% of the market value of oil, the company undertakes to 
sell each barrel of oil to the holders of tokens at a discount 
of 20% plus the inclusion of the exceeded amount in the 
cost of payment for the amount of oil purchased. In Russia, 
with oil turnover, its unit of measurement is a ton, and, 
accordingly, when buying 1 ton of oil (7.26 barrels per ton), 
the total discount will also be 20% per ton.

For example:

The price of 1 barrel of URALS brand oil is $ 74 US dollars 
(the URALS rate of oil is June 2018).
The price of 1 ton of URALS oil = 537.24 US dollars (URALS oil 
exchange rate for June 2018).
1 OILDC certificate = 20% discount on the purchase of 1 
barrel.

The discount amount for the purchase of 1 ton upon 
presentation of OILDC discount certificates will be:

20% of the cost of 1 ton = US $ 107.4.

In this case, the holder of OILD tokens will need to present 
7.26 OILD tokens.

The OilWellCoin group of companies also undertakes to buy 
back OILD tokens from their holders at a mid-market price in 
the future, but not more than 300% and not less than 100% 
of the nominal value, with the part allocated to this from the 
sale of produced oil not earlier than through 1 year after the 
completion of sales of tokens. Repurchased tokens will be 
destroyed.

Subsequently, the OilWellCoin group of companies plans to 
acquire licenses for the use of subsoil resources from other 
fields in the Russian Federation and other countries and to 
initiate the sale of tokens certificates for the development 
of these fields, as well as the improvement of the company's 
production capacity.
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HISTORY OF THE COMPANY 
AND INFORMATION ABOUT 
THE FIELDS BELONGING TO 
THE PROJECT
The strategic goal of the OilWellCoin project is to introduce 
innovative financing mechanisms based on blockchain 
technologies in the oil production and refining industry. 
The new arrangements will reduce the barrier to entry for 
investors in the business of extraction and sale of crude oil 
on the basis of traditional partnerships and increase the 
inflow of capital in the oil industry. 

To implement the stated goal, the project team launches 
a blockchain platform that operates crypto assets. The 
OilWellCoin platform will allow anyone to become a member 
of the oil development and production business. Users of 
the platform will have the opportunity to purchase special 
certificates issued by the OilWellCoin group, which will give 
them the right to a discount when buying oil extracted from 
the raised funds from the sale of these certificates.

The project team plans to launch a blockchain-based 
Certificate Management System in early 2019. This system 
will allow to organize easy and convenient communication 
process between all participants.

Oil-producing company Demiurge LLC, established in 
August 2015, in addition to projects in two of its own licensed 
sites, conducted applied research and production work in a 
number of areas and oil fields in the North Caucasus.

Geothermal studies were carried out at three sites to 
identify oil-containing areas. Works were carried out by the 
technique developed by specialists of LLC DEMIURG and 
protected by the patent of the Russian Federation N 2650707 
"Method of direct searches of oil and gas containing subsoil 
sites" (Appendix 1).  The research results are used in practical 
work by many subsoil users. In addition, in the territory of 
North Ossetia-Alania, a regional geothermal gas profile was 
studied, which showed high prospects for oil in new subsoil 
areas.

Under contractual conditions, research and development 
organizations and design organizations of the North 
Caucasus carried out work to substantiate the geological 
structure and oil and gas potential in 17 licensed areas of 
the North Caucasus region. Also, work is underway to revise 
the old geological and geophysical materials on the territory 
of North Ossetia-Alania in order to identify the unrealized 
potential of oil-bearing.

The first project with the introduction of innovative financing 
mechanisms based on blockchain technologies is planned 
to be implemented at one of the license areas, namely 
Komsomolsk (figure "scheme of subsoil plot location"). LLC 
"DEMIURG", a member of the group of companies of the 
OilWellCoin platform, from September 5, 2017 is the owner 

of the subsoil plot "Komsomol" on the basis of the license of 
VLK 00594 NP (Appendix 2) issued by the Federal Agency for 
subsoil use-Rosnedra for the right to use the subsoil plots 
located in the right Bank and Kirov regions of the Republic 
of North Ossetia-Alania.

Scale 1:100000
        Contour plot of the Komsomolsky
        Boundaries of administrative areas

The flat part of the territory of North Ossetia is completely 
located within the Terek-Caspian oil and gas province, 
which is oil and gas in the whole environment of North 
Ossetia, in which 4 oil fields were previously discovered - 
Zamankulskoye, Akhlovskoye, Kharbizhinskoye and North-
Malgobek. Direct signs of oil and gas from the surface to the 
wells are recorded throughout its territory, including the 
mountainous part.

The area of the licensed Komsomolsky site is more than 60 
sq. Km. The site is located in the western part of the Sunzha 
oil and gas anticlinal zone of the Terek-Caspian oil and gas 
province and from the east directly adjoins the Zamankul 
oil field, which since 1958 has been operated in a flowing 

Figure "layout of the subsoil area" 
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manner along four oil-bearing rock complexes - Upper 
Jurassic, Valanginian, Barrem, Upper Cretaceous. 

Systematic geological study of the Komsomolsk area began 
in the early 20th century, the study of numerous natural 
exposures, which characterized the entire Sunzha anticlinal 
uplift zone. Starting from the 30s and until 1974 of the last 
century, the site was drilling structural, structural and deep 
exploratory wells. The drilling depth of the first wells was 
600 meters and the deposits were opened to Karagan in 
the arched parts of the structure and Sarmat - in the wing 
parts. In the 40s-50s, exploratory wells were drilled for the 
deposits of the upper structural floor-the sand reservoirs of 
Karagan and Chokrak. 

In the 60s-80s of the last century, seismic surveys were 
conducted on the area of the site, which clarified its structure 
and confirmed the identity of the geological structure of the 
Komsomolsk site to the structure of the entire Eastern part 
of the Sunzha oil and gas anticlinal uplift zone.

The latest studies, which also included the territory of 
the Komsomolsk section, were conducted by JSC NPP 
Sevkavgeoprom in 2006-2007 on the object " Comprehensive 
analysis of geological and geophysical materials with the 
justification of the main directions for the development and 
enhancement of the resource base of hydrocarbons of the 
Republic of North Ossetia-Alania”

On the territory of the license area and adjacent areas 
(not counting the Zamankul field), direct signs of oil were 
recorded as surface exits in some springs; in the suite of 
the upper conglomerates of Meotis at a depth of 17 and 37 
meters in two coal wells located in the south-western part of 
the area); in rock samples from the second, seventh and ninth 
Karagan sand beds in well 1; oil-saturated characteristic of 
the second reservoir of Karagan on the GIS in the structural-
exploratory wells 5 and 16.

Despite the fact that in some of the wells, oil-bearing 
formations were tested, oil inflows were not obtained 
anywhere due to imperfect well design, column cementing 
technology and well testing technology, due to a lack of 
investment in exploration drilling.

PRODUCTION STAGES OF 
THE FIRST OIL PRODUCTION 
PROJECT BASED ON THE 
OILWELLCOIN PLATFORM
Issuing and selling in exchange for virtual discount 
certificate tokens on the platform of our own project 
development - OilWellCoin is a necessary, but not sufficient 
part of the project. The main stage is directly related to the 
extraction of oil and its subsequent sale. The production 
plan for the implementation of an oil production project in 
areas belonging to the OilWellCoin group of companies is 
the basis for:

• Рdevelopment of the structure of management and
personnel of the company.

• Selection of partners and creation of the project
contractual base.

• Development of the project schedule.
• Calculations and development of a financial plan for the 

project.
• Analysis of the sensitivity of the project.

The production plan was drawn up taking into account 
an alternative innovative method of financing the project 
- by carrying out a preliminary sale of tokens, secured by
the provision of virtual certificates for a discount on the
purchase of oil produced during the project.

The production plan of the project includes: 

• Design works, repair works, construction and
arrangement of buildings, structures (wells, oil
pipelines), territories; Fire and anti-fountain protection
is carried out by contractors.

• Supply of equipment and equipment: in accordance
with the contracts.

• Production, transportation, accounting, preparation
and sale of oil.

• Transportation of produced oil to the point of delivery.
• Drilling eight wells.
• Commissioning of new wells.
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PREPARATORY AND 
EXPLORATION WORK
Geological exploration includes a set of geological 
studies and work aimed at determining the spatial-
morphological, volume-quality, hydrogeological and 
engineering-geological parameters of the field, necessary 
for its geological and economic assessment and subsequent 
development.

This type of work should be considered as a scientific and 
production process. Determining patterns of location 
and conditions of oil occurrence is a scientific task, but 
the technical production process serves as a means of its 
implementation. The purpose of geological exploration is to 
determine the quantitative and qualitative characteristics 
of the field, as well as assess the natural and economic 
conditions of the territory of the field.

Exploration in the oil sector typically includes two key 
phases: exploration and exploration.

The exploratory stage of exploration at these fields has 
already been completed, it included three main stages:

• Studies in regions with geological and geophysical
orientation, including geomorphological structural,
as well as geological survey operations of small
scale, which were combined with hydrogeological,
geochemical and other experiments. At this stage,
gravimetric surveys, seismic and electrical surveys were
also carried out, in addition, drilling of wells related to
the structural type.

• Preparatory work for the drilling of a large depth of
the search type. These works contained geological
surveys (structural) on a large or medium scale,
gravity prospecting, detailed seismic exploration, gas
surveying, structural drilling, counting deposits and the 
planned level of resources.

• Exploration of reserves (deposits), including drilling,
complex geophysical, as well as geological research.
At the end of this stage, the present resources were
calculated.

The exploration stage is an assessment of the effectiveness 
of an oil field and includes two stages:

• Assessment of deposits.
• Preparation of the deposit for development..

To date, the exploration of the project’s fields has passed 
the evaluation stage. At the next exploration stage, the 
field will be prepared for further development. Before the 
exploration stage, the goal is to prepare the fields for further 
development. At the Komsomolsky site, it will be necessary 
to begin with repair work on three deep wells 39, 40, 41 and 
in four structurally exploratory wells that were drilled on the 
Karagan-Chokrak deposits in the middle of the last century.

Well 39 of Kargin-Zmeyskaya
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Well 40 Kargin-Zmeyskaya (Chokrak)

Well 41 of Kargin-Zmeyskaya (Kuma formation)

Given the optimal location of wells 5, 8 and 11 on the structure 
of the lower floor (Cretaceous and Jurassic deposits), it is 
advisable to drill them to the Upper Cretaceous or (possibly)
to the Upper Jurassic.

The condition of the wells allows them to continue their 
deepening, they have a current slaughter of more than 
1500 meters. After the repair work using geophysical 
techniques and methods, the structure will be studied and 
the productive layers will be separated out, the parameters 
of oil and gas production, groundwater, condensate will be 
determined, the pressure of the layer and other data will be 
determined.

OIL PRODUCTION
WORKS
Geological exploration includes a set of geological studies 
and works aimed at determining the spatial-morphological, 
volume - quality, hydrogeological and engineering-
geological parameters of the Deposit, necessary for its 
geological and economic assessment and subsequent 
development. 

The process of oil extraction includes three main stages: 

• Development of oil and gas fields: the movement of oil
and gas through the reservoir to the wells, due to the
artificially created pressure difference in the reservoir
and at the bottom of the well.

• Operation of oil and gas wells: the movement of oil and
gas from the bottom of the wells to their mouths on the 
surface.

• Collection of well products and preparation of oil for
transportation to consumers. During this stage, the
oil, as well as the associated petroleum gas and water
that accompanies it, is collected, then gas and water
are separated from the oil, after which water is pumped 
back into the reservoir to maintain reservoir pressure,
and gas is sent to consumers or utilized.

Thus, if we describe the production process of oil extraction 
in the OilWellCoin group of companies in more detail, it will 
be represented by a set of interrelated private production 
processes, including:

• Direct oil production.
• Collection and utilization of associated gas.
• Complex oil preparation.
• Collection, transportation and storage of oil.
• Underground repair of wells.
• Carrying out ground repair of wells and equipment.
• Study of wells and formations.
• Assembly and disassembly of mechanical and power

equipment.
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The process of direct oil production is the main 
production process of the project. It is associated with 
the implementation of rational, environmentally safe 
development of the entire reservoir and the reservoir as a 
whole, as well as the maintenance of the main production of 
various types of services and energy supply, transportation, 
repair, materials and tools.

During the implementation of oil production, a prerequisite 
for organizing the production process of production is to 
ensure close interrelation of all auxiliary processes and 
production units (underground equipment, pumping units, 
equipment for collecting oil, dewatering installations, etc.).

The main conditions for the continuity of the oil production 
process are:

• Ensuring rational regimes of oil reservoir development

and operation of individual wells in accordance with a 
rational system of field development and environmental 
standards.

• Compliance of the production capacities of individual
production components with the power characteristics
of the wells.

• Maintaining  the  relationship and complementarity of
the main processes auxiliary on schedule

• Continuous reproduction of the means of production
for the extraction of oil, gas and gas condensate, that is, 
the construction of wells.

The main means of production at the stage of oil production 
are oil wells. The production process for the construction of 
a well is a combination of private interrelated processes, 
divided into main and auxiliary ones.

Main production processes Auxiliary manufacturing processes

Preparatory work for the installation of the tower (trenching, site planning, 
installation of foundations under the equipment, preparation of routes, etc.) Energy production of various types (steam, electricity, compressed air)

Installation of a tower and equipment (construction of a tower and aerial 
structures, equipment installation). Preparatory work for drilling (running-in 

of mounted equipment, tooling equipment, drilling for pits, etc.)

Maintenance of fixed assets (preventive equipment inspections, current, 
medium and capital repairs, production of spare parts and parts)

Well drilling and its fastening (lowering and cementing casing strings) Installation of cement bridges in the well, casing cementing

Testing (testing) wells for the flow of oil and gas Other services (transportation of goods, laboratory tests, storage of 
materials, etc.)

Source: NGFR

Production processes for the construction of a borehole

There are several ways to operate wells are divided into the 
following groups:

• Fountain when oil is extracted from wells by means of
a self-outflow.

• Using the energy of compressed gas introduced into
the well from the outside.

• Pumping - extraction of oil using various types of
pumps.

The choice of the method of operating oil wells depends on 
the magnitude of the reservoir pressure and the depth of 
the reservoir. Fountain method is planned to be used for oil 
production by the OilWellCoin group of companies, since 
the reservoir pressure on the fields owned by the company 
is large enough. With this method of production, oil springs, 
rising to the surface through the tubing at the expense of 
reservoir energy. The condition of spouting is the excess of 
reservoir pressure over the hydrostatic pressure of the liquid 
column filling the well. The well device for the flow of oil is 
shown in the figure below.

1 - production column.
2 - tubing.
3 - shoe.
4 - flange.
5 - christmas tree.
6 - fitting.

Figure "Well device for the flow of oil"
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Oil enters the well from the reservoir through the holes in the 
production tubing string - 1. There are tubing tubes inside 
the production tubing 2. Oil enters them through the boot 
- 3. The upper end of the tubing tubing is connected to the
fountain valve through the flange - 4 Fountain fittings are
a pipe system with gate valves. A fitting is attached to this
system - 6, which is a steel billet with a cylindrical channel of 
small section. The purpose of the nozzle is to limit the flow of 
oil into the well by throttling the pressure at the outlet from
it. The installation of the nozzle allows for long-term and
uninterrupted operation of the well in the fountain mode.
In addition, due to the low flow rates of oil, contamination
of the well with rock particles is reduced. From the choke,
the reservoir oil enters the separator (or ladder), where it is
separated into oil and petroleum gas.

The fountain method of operating oil wells is usually used 
at the initial stage of field development; in the future, the 
OilWellCoin group of companies plans to use other methods 
of production.

In general, a complex mixture consisting of oil, associated 
petroleum gas, water and mechanical impurities (sand, 
scale, etc.) is extracted from oil wells. In this form, it is 
economically unprofitable to transport the products of oil 
wells, and, for example, when transporting through trunk 
pipelines - it is impossible. First, water is a ballast, the transfer 
of which does not bring profit. Secondly, with the joint flow 
of oil, gas and water there are significantly greater pressure 
losses to overcome friction than with the transfer of one oil. 
In addition, there is great resistance created by gas caps 
pinched at the tops of the profile and water accumulations 
at lower points of the route. Thirdly, the mineralized reservoir 
water causes accelerated corrosion of pipelines and tanks, 
and particles of mechanical impurities - abrasive wear of 
equipment. Therefore, the final stage in the creation of the 
finished product - commercial oil - is the field preparation 
of oil.

The purpose of oil field treatment is its degassing, 
dehydration, desalination and stabilization. The quality of 
the products sold depends on the technology, technology 
and organization of oil preparation. Oil degassing is carried 
out in order to separate gas from oil. Further preparation of 
raw materials (oil) involves the dehydration and desalting of 
oil in special installations to remove salts and impurities that 
contribute to the corrosion of equipment, slowing cracking 
and reducing the quality of refined products. After this 
stage, no more than 3-4 mg / l of salts and about 0.1% of 
water remain in the composition of the oil.
The professional team of the OilWellCoin project will ensure 
the uninterrupted operation of the production process, 
which will require strict, precise organization and time 
accounting.

TRANSPORTATION AND SALE 
OF PRODUCED OIL
In order to sell the extracted oil, it will need to be transported 
to the place of use and processing. When choosing the 
method of delivering energy to consumers, a number of 
factors are taken into account: 

• Location of extractive industries and enterprises of the
processing sector; location of end users.

• The degree of development of a transport infrastructure, 
as well as the volume of the transported product.

In addition, the choice of the delivery system is largely 
influenced by its main advantages and disadvantages 
(compared to other modes of transport). For example, 
the main advantage of water transport is the low cost of 
transportation (compared to road and rail delivery), but 
this type of transportation is seasonal (only during the 
navigation period), which is its main drawback.

On the territory of North Ossetia, there are 18 small-sized 
(low-capacity) refineries and they consume 550 - 600 tons of 
oil per day, which is imported from neighboring republics. 
Consumers are ready to pay oil in advance in any form for 
the month ahead. Many consumers are ready to take oil by 
self-pickup from the point of release of oil.  

The distance from the Komsomolsky plot to the main 
consumers is 10 - 30 km. Due to short distances, the best 
mode of transportation in this case is road transport. Year-
round wells can be reached on roads with hard surface, 
respectively, in the presence of a truck fleet, the company 
will be able to deliver oil directly to consumers. Also in the 
city of Beslan (a large railway junction, 10 km from the site) 
there is a large tank farm with a tank farm in case of sending 
oil by rail.

Given the high demand, when you receive the first flow of 
oil after 15 to 30 days, you can consistently produce and sell 
oil.

Map-diagram of the infrastructure of the Komsomolsk 
license area
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ENVIRONMENTAL
FEATURES OF THE
PROJECT
During the development of mineral deposits, including 
hydrocarbon raw materials (HCS), environmental protection 
(EP) is an integral and integral part of the project. The project 
documents planned for development by the OilWellCoin 
group of companies will take into account environmental 
protection measures, taking into account its sensitivity, 
modifications resulting from economic activities in the 
work area and determination of the level and degree of 
environmental impact.

The main provision for the development of the environmental 
strategy of the enterprise in the field of environmental 
protection, along with the technical solutions, provides 
for a set of environmental protection measures aimed at 
reducing the environmental impact in accordance with the 
requirements of federal, regional and local environmental 
legislation.

Among the most important environmental and ethno-social 
issues that are solved by the subsoil user in the development 
of the field, the following should be highlighted:

• Accounting and evaluation of all requirements of local,
regional and state legislation within the framework of
the company's environmental policy.

• Environmental studies at all stages of field development, 
including an assessment of the background state of the 
territory, as well as socio-economic studies.

• Development of projects “Environmental
Impact Assessment” (EIA), including the sections
“Environmental Protection”, “MPE and Environmental
Passport”, “Production and Consumption Waste”,
“Environmental Audit”.

• Consideration of the interests of the indigenous
population and other users of natural resources, leading 
the agro-industrial economy through economic,
financial and other levers.

• Implementation of requirements for the use of
advanced technologies at the design and operation of
field facilities.

• Use of process equipment with minimal negative
impact on the environment.

To develop the necessary documentation on environmental 
protection, the OilWellCoin project team assumes 
to be guided by the main documents regulating the 
environmental safety of the public and the environment, 
which are listed in the Appendix 3.

Monitoring of the implementation of all the planned 
environmental activities will be carried out with the help of 
regularly conducted and carefully documented inspections, 
which are planned to be carried out by the team of the 
OilWellCoin, as well as by independent bodies (territorial 
committee for nature conservation, commissions organized 

by the initiative of the public in the district, region, interested 
state bodies, departments, etc.).

Inspections of compliance with environmental protection 
measures will be carried out regularly and include:

• Verification of the organization and implementation
of environmental protection measures, monitoring
procedures and their results.

• Checking forecasts of possible environmental impacts
of the area.

• Verification of the implementation of prescribed
measures to mitigate the negative environmental
impacts of the area, as well as the effectiveness of these 
measures.

• Verification of reporting on the deviation of the quality
indicators of the main components of the environment
from the norm (permissible values of these indicators)
and measures taken in the process.

BUSINESS MODEL
An important element of the business model of the project 
is the pre-sale of certificates in the amount of 16,000,000, 
which further provide a discount of 20% of the market 
value for each ton of produced oil. In total, with a discount, 
the OilWellCoin group of companies can sell 16,000,000 
barrels of oil, which corresponds to 2,203,856.75 tons. The 
funds raised from the pre-sale of certificates will be used 
to implement an oil production project at fields owned by 
the OilWellCoin group of companies. Thus, by providing an 
impressive discount on their products, the company can 
provide high demand for the extracted oil.



26 oilwellcoin.io

KEY FINANCIAL 
ASSUMPTIONS
In the process of calculating the financial plan of the 
project, the OilWellCoin team took into account a number 
of key performance indicators of the company: Capital 
and operating costs: the calculation of capital investments 
was carried out in separate areas, including the cost of 
purchasing equipment, repair and restoration work, testing 
of oil-bearing formations in old wells, drilling new wells and 
industrial equipment.

Operating expenses: the costs of servicing production wells 
were determined depending on the number of wells in 
service and included the wages of production workers, shop 
expenses, general production costs, as well as costs for the 
maintenance and operation of equipment.

Management expenses: expenses for management 
personnel, as well as personnel responsible for supporting 
and developing the OilWellCoin platform.

The volume of sales in the domestic market is planned at a 
rate of 100%.

Taxes deducted to budgetary and extrabudgetary funds: 
financial planning of the company was carried out in 
accordance with the tax system established by law in the 
Russian Federation and took into account: value added tax, 
property tax, income tax; taxes and payments taken into 
account in the composition of operating costs.

INDICATORS OF THE 
ECONOMIC EVALUATION OF 
THE PROJECT
Subject to the successful implementation of discount 
certificates and depending on the amount of funds raised, 
financial assets will be used to develop fields owned by the 
OilWellCoin platform.

Depending on the amount of funds raised from the sale of 
certificates, the project team plans several development 
scenarios.

Scenario 1

The amount of funds raised: 12 500 000$ US.

Development Plan for 5 years: One machine is purchased 
to perform repair and rehabilitation works and reservoir 
tests in 2018 and some additional equipment in 2019, then 
continuous production of oil from operating wells is carried 
out.

2019 2020 2021 2022

Volume of oil production, tons 7 000 18 000 54 000 72 000

Oil price, US$. /per ton 490 490 490 490

Purchase of equipment and machinery 
for repair and restoration works, 

testing of oil-bearing formations in old 
wells, $ US

4 244 730 292 740 0 0

The cost of repair work and reservoir 
testing, $ US 673 300 1 229 510 2 459 010 2 459 010

Operating expenses of the project, US$, incl.

Staff costs, $ US 103 920 298 590 512 300 512 300

Space rental costs $ US 26 350 26 350 26 350 26 350

Expenses for marketing and 
promotion, $ US 878 220 439 110 0 0

Other operating expenses, $ US 12 000 18 000 25 000 25 000

Total operating expenses, $ US 5 938 520 2 304 300 3 022 660 3 022 660

Project management costs, $ US, incl.

Rental costs and office maintenance, 
$ US 26 350 26 350 26 350 26 350

Expenses for managerial staff, $ US 87 820 263 470 351 280 351 280

Other administrative expenses, $ US 5 750 8 520 8 520 8 520

Total expenses for project 
management, $ US 119 920 298 340 386 150 386 150

Total project costs, $ US 6 058 440 2 602 640 3 408 810 3 408 810

Annual sales amount, $ US 3 430 000 8 820 000 26 460 000 35 280 000

Turnover taxes (property tax, social 
taxes) 1 612 590 3 837 380 11 009 780 14 537 780

Revenue after payment of current taxes 1 817 410 4 982 620 15 450 000 20 742 000

TOTAL amount of project revenue, $ US -4 241 030 2 379 980 12 041 190 17 333 190

Profit taxes, $ US 0 769 209 3 891 420 6 597 180

TOTAL NET PROFIT -4 241 030 1 610 771 8 149 770 10 736 010

Financial Development Plan for Scenarios 1
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Scenario 2

Amount of funds raised: 23 000 000$ US.

Development Plan for 5 years: Two machines and some 
additional equipment are purchased to carry out repair work 
and reservoir testing in 2018 and in 2019, then continuous 
production of oil from operating wells is carried out.

Scenario 3

The amount of funds raised: 50 000 000$ US.

Development Plan for 5 years: Purchased two machines 
and some additional equipment to perform repair and 
rehabilitation works and reservoir testing in 2018 and in 
2019, as well as a machine for deep drilling of new wells 
and oil-field equipment for oil collection and treatment, 
more continuous production of oil from exploited wells. In 
addition, the drilling of new wells is envisaged, so the costs 
of these works are annually.

2019 2020 2021 2022

Volume of oil production, tons 18 000 54 000 72 000 100 000

Oil price, US$. /per ton 490 490 490 490

Purchase of equipment and machinery 
for repair and restoration works, 

testing of oil-bearing formations in old 
wells, $ US

8 079 639 336 651 0 0

The cost of repair work and reservoir 
testing, $ US 1 475 412 2 950 824 3 150 236 3 150 236

Operating expenses of the project, US$, incl.

Staff costs, $ US 168 500 512 600 512 600 512 600

Space rental costs $ US 35 600 35 600 36 350 36 350

Expenses for marketing and 
promotion, $ US 2 195 550 2 195 550  0 0 

Other operating expenses, $ US 12 000 25 000 35 000 42 000

Total operating expenses, $ US 11 966 701 6 056 225 3 734 186 3 741 186

Project management costs, $ US, incl.

Rental costs and office maintenance, 
$ US 26 340 26 340 26 340 26 340

Expenses for managerial staff, $ US 175 640 303 650 303 650 303 650

Other administrative expenses, $ US 5 750 8 520 8 520 8 520

Total expenses for project 
management, $ US 207 730 338 510 338 510 338 510

Total project costs, $ US 12 174 431 6 394 735 4 072 696 4 079 696

Annual sales amount, $ US 8 509 754 26 138 337 34 965 744 48 685 744

Turnover taxes (property tax, social 
taxes) 309 214 319 214 311 808 311 808

Revenue after payment of current taxes 1 021 170 3 136 600 4 195 889 5 842 289

TOTAL amount of project revenue, $ US -3 664 677 19 743 602 30 893 048 44 606 048

Profit taxes, $ US 0 9 932 568 13 286 983 18 500 583

TOTAL NET PROFIT -3 664 677 6 146 357 17 606 065 43 711 530

2019 2020 2021 2022

Volume of oil production, tons 18 000 54 000 180 000 350 000

Oil price, US$. /per ton 490 490 490 490

Purchase of equipment and 
machinery for repair and restoration 

works, testing of oil-bearing 
formations in old wells, $ US

19 324 151 4 250 325 0 0

The cost of repair work and reservoir 
testing, $ US 4 500 880 6 500 300 6 500 300 6 500 320

Operating expenses of the project, US$, incl.

Staff costs, $ US 400 565 512 600 700 465 700 465

Space rental costs $ US 35 600 35 600 36 350 36 350

Expenses for marketing and 
promotion, $ US 4 391 100 1 532 500

Other operating expenses, $ US 23 000 42 000 42 000 60 000

Total operating expenses, $ US 28 675 296 12 873 325 7 279 115 7 297 135

Project management costs, $ US, incl.

Rental costs and office maintenance, 
$ US 26 340 26 340 26 340 26 340

Expenses for managerial staff, $ US 175 640 303 650 303 650 303 650

Other administrative expenses, $ US 5 750 8 520 8 520 8 520

Total expenses for project 
management, $ US 207 730 338 510 338 510 338 510

Total project costs, $ US 28 883 026 13 211 835 7 617 625 7 635 645

Annual sales amount, $ US 8 820 000 26 460 000 88 200 000 171 500 
000

Turnover taxes (property tax, social 
taxes) 645 242 405 315 383 572 383 572

Revenue after payment of current 
taxes 1 058 400 3 175 200 10 584 000 20 580 000

TOTAL amount of project revenue, 
$ US -20 063 026 13 248 165 80 582 375 163 864 

355

Profit taxes, $ US 0 10 054 800 33 516 000 65 170 000

TOTAL NET PROFIT -20 063 026 -16 869 
661 30 196 714 98 694 355

Financial Development Plan for Scenarios 2

Financial Development Plan for Scenarios 3
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STRATEGIC
PLANS 

FURTHER DEVELOPMENT 
OF THE PLATFORM 
OILWELLCOIN
The possibilities of the OilWell platform, due to the new 
financing mechanism, are not limited to the scope of work 
described above and imply further project scaling. The 
strategic plans of the company include:

• Further initialization of the sale of tokens certificates for 
the development of new deposits.

• Improving the production capacity of the company.
• Acquisition of licenses and development of new oil

fields in the territory Russian Federation and other
countries.

• Platform-based implementation of other processes
that exist in the industry, such as oil transportation,
accounting and control of petroleum products
production, etc.

• Conclusion of contracts with other oil companies in
Russia and abroad, on the possibility of repayment of
discount certificates of the OilWellCoin platform when
buying oil from their fields.

ROADMAP 
The OilWellCoin project team has developed a project 
implementation schedule (Roadmap) based on the 
production plan. The schedule includes preparatory 
processes prior to the preparation of the production plan, 
as well as all kinds of basic production procedures, the 
implementation of which makes it possible to implement 
the first stage of the investment project – the development 
of hydrocarbon production at the oil field owned by the 
OilWellCoin group of companies and further development.

THE SCHEDULE OF THE PROJECT
(ROADMAP)

Q3 2017 

Obtaining a license to develop a site owned by the company.

Q4 2017 

Collection of geological and technological materials for the 
analysis and subsequent development of the production 
plan.

Q1-2 2018 

Preparation of production plan and development of project 
documentation.

Q2-3 2018

Improvement of the concept to the platform of financing 
and development of the oil production and refining industry 
based on blockchain technologies.

Q4 2018

Passing the state examination. Registration status and 
registry gift certificates. Start of sales of discount certificates.

Q1 2019 

Sale of discount certificates and the decision to choose 
one of the scenarios of the project. Start The Certificate 
Management System.

Q2 2019

Purchase and supply of equipment and special equipment 
for repair and restoration works and testing of oil horizons 
in previously drilled wells. Capital construction within the 
production zone (in-field oil pipelines, oil collection and 
treatment point).

Q3 2019

Performance of repair and restoration and preparatory 
works. Geological exploration: seismic exploration; drilling 
exploration and production wells. Testing of oil horizons in 
existing wells.

Q4 2019 onwards

Commercial exploitation of the field and further 
development of the platform.
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DESCRIPTION OF 
THE TOKEN SALE 
PROCEDURE

FUNDAMENTALS
Before the OilWellCoin platform starts working as a full-
fledged service, there will be a pre-sale (Token Sale) of OILD 
tokens.
The total number of tokens will be determined and fixed at 
the end of the token sale period.
The issuance and distribution of OILD tokens will be carried 
out through a smart contract based on the Ethereum 
platform, and in accordance with the rules set forth in 
this document (White Paper) and will take place no later 
than one month after the completion of Token Sale. The 
procedure for the distribution of OILD tokens will have a 
strictly defined period, namely 2 calendar months from 
the start of the distribution. The rules for the distribution 
of tokens can be changed by the OilWellCoin team about 
which Token Sale members will be notified.
To obtain tokens, all Token Sale participants will need 
to undergo KYC and AML procedures, which will be 
implemented on the https://oilwellcoin.io/ platform.

KYC (Know Your Customer) is a mechanism for identifying 
and verifying users.

AML (Anti Money Laundering) - a mechanism to counter 
money laundering, the purpose of which is to create 
transparent cash flow conditions.

Tokens sold during the Token Sale period will be freely used 
immediately upon receipt.

Token symbol:  OILD

Emission:  16 000 000 токенов OILD

Nominal value of the token in the period Token Sale:  
5$ США

Free Sale Token Pack Size: 10 400 000 

Additional emission is not expected.

ТThe OILD Token is user-defined and necessary to ensure 
the functioning of the system. Owning an OILD token does 
not give its owners any economic rights in the company, as 
well as the distribution of profits or any claims for any assets. 
The OILD token will be freely traded on the market and will 
be determined by the demand from those interested in 
receiving a discount on the oil produced by the OilWellCoin 
group of companies.
The initial issue of the currency will be made immediately 
after the Token Sale period, in the future the issue will be 
completely stopped, and the value of the currency will be 

shaped by the market demand for the currency.

The sale of tokens is planned in several stages:

PreSale 

Dates of the closed PreSale: March 21, 2019 (2:00:00 PM, 
UTC + 8) - June 28, 2019 (1:59:59 PM, UTC + 8)

Package size of tokens at the PreSale stage: 300,000 
OILD (equivalent to US $ 1,500,000)
Bonus: 50%

At the PreSale stage, when purchasing a volume of 
more than 2,000 tokens (= 10,000 USD), an additional 
bonus of + 5% of tokens from the purchased volume of 
tokens is also provided.

Token Sale

Dates: July 8, 2019 - December 9, 2019
Package size of tokens: 10,100,000 OILD (Soft cap 10,000,000 
$ US)
The size of the bonus will depend on the period of the 
Token Sale:

Token Sale Period

Total 
tokens for 

sale for the 
period

Total 
Tokens 
Sold at 

token sale

Bonus 
amount

Total 
tokens for 
bonuses

1 day Token Sale and up to the 
time of sale 1,600,000.00 tokens 

with the established bonus
1 600 000 1 600 000 30% 480 000

1 and 2 weeks of Token Sale and 
up to the time of sale 2,200,000.00 
tokens with the established bonus

2 200 000 3 800 000 20% 440 000

3 and 4 weeks of Token Sale and 
up to the time of sale 2,900,000.00 
tokens with the established bonus

2 900 000 6 700 000 10% 290 000

5 week Token Sale and until the 
end of the period Token Sale 3 400 000 10 100 000 0% 0

Bonus tokens to Token Sale participants in the early stages, 
as well as bonuses to investors at the Pre Token Sale stage, 
distributed to participants, will be blocked for 3 months 
from the date of the initial issue, and then will be issued in 
ful.
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The distribution of the total released number of OILD 
tokens is planned in the following ratio:

65% - free sale of tokens,
12% - a bonus to the project team (10% to the project 
founders, distributed in equal parts every 6 months for two 
years; 2% will be frozen for the future project team, which 
will be distributed in accordance with the option policy of 
the company),
8,5% - bonuses to Token Sale members in the early stages,
7% - compensation to advisors*
4,25% - bounty program, referral program and Airdrop**,
3,25% - a bonus to investors at the PreSale stage when 
buying a volume of more than 2,000 (= 10,000 USD) tokens 
(+ 5% of tokens from the purchased volume of tokens)***.

* To exclude the possibility of influencing the OILD rate
when distributing tokens to advisors and partners, the
tokens will not be distributed immediately, but according to 
the following schedule:

** Bounty program, referral program and Airdrop - this is 
an offer to all who wish to take part in additional bonus 
distribution of tokens. The bonus will be paid instantly in 
real time in OILD-tokens and depend on the total number 
of referral purchases in accordance with the policy of the 
bounty program, abstract program and Airdrop program, 
the terms of which will be available during the sale of tokens 
on the platform website 

*** Unallocated tokens from the bonus part in case of failure 
to reach the set maximum for sale will be listed in the tokens 
sale stage with a bonus of 0%..

All tokens that will not be implemented during Token Sale 
will be destroyed.

The possibility of redemption under the platform oilwellcoin.
io will be available to a limited number of tokens, namely, 
only 65% of the total amount released, which will be 
distributed in the process of free sale. The remaining 35% 
exclude the possibility of their exchange within the system 
and can be sold or exchanged only on the free market.

The period after the end Token 
Sale

The proportion of the total 
number of packet tokens for 

advisors

In 1 month 20%

2 months later 20%

3 months later 20%

4 months later 20%

5 months later 20%



Scenario 1 Scenario 2 Scenario 3

Number and condition of wells in the first 4 years of development

2019 
Overhaul of 2 wells  and commissioning of the 

first well

2019 
Overhaul of 3 wells  and commissioning of two 
wells; drilling of one of the wells up to 1.5 km

2019 
Capital repairs of 2 wells  and their 

commissioning; completion of two wells to 1,5 
km and 2 km

2020 
Operation of 2 wells; drilling of one of the wells 

up to 1.5 km; overhaul of the third well

2020 
Operation of 4 wells; overhaul of two wells

2020 
Operation of 4 wells; overhaul of two wells

2021 
Operation of 4 wells; overhaul of two wells

2021 
Operation of 6 wells; drilling of one of the wells 

up to 2 km

2021 
Operation of 6 wells; drilling of two new wells

2022 
Operation of 6 wells

2022 
Operation of 7 wells

2022
Operation of 8 wells (4 of which are new and 

deep)

Cost allocation
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DISTRIBUTION OF FUNDS 
COLLECTED DURING TOKEN 
SALE
The financial model provides for three scenarios for the 
development of the platform, depending on the amount 
of funds raised. Below are the key cost parameters for the 

implementation of each of the strategies identified in this 
document, as well as plans for the development of the 
platform for each of the scenarios:

        Purchase of equipment and machinery for repair and 
restoration works, testing of oil-bearing formations in old 
wells, $ US

       Costs of repair and restoration works and testing of 
layers, $ US

        Operating expenses of the project, US $

        The costs for management activities of the project,
US $
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THE MECHANICS OF 
FORECLOSURE OF VIRTUAL 
DISCOUNT CERTIFICATES 
OF TENURE DISTRIBUTED 
DURING THE TOKEN SALE 
PERIOD
The OilWellCoin group of companies plans to send every 
six months 10% of the amount of sales of products (net of 
turnover taxes) to ensure the repurchase of tenure rights 
of OILDC virtual discount certificates by purchasing OILD 
tokens from their holders (platform users).

The program starts as a result of the first half of the year 
since the start of sales of the oil produced, as a result of the 
implementation of the oil project (but not earlier than one 
year after the completion of the sale of tokens).

The buyback price is based on the nominal price of the 
OILD token ($ 5), at the time of the official launch of the 
project in December 2019. The total price that will be 
offered to holders of tokens for the realization of their right 
to repurchase will be equal to the average market price, 
but cannot exceed 300% and not be less than 100% of the 
nominal price of the OILD token.

The buyback mechanics will be implemented as follows:

1. After six months from the start of sales of finished 
products, 10% of the amount of sales (net of turnover taxes) 
will be transferred to Hadius Pro Marketing Pte. Ltd. to 
ensure the procedure of buying out tokens from those who 
wish to return them (if the holder has changed his decision 
and does not plan to buy oil in the future and receive a 
corresponding discount on it).

Preparatory activities before the start of the buyout 
procedure take one month.

2. Hadius Pro Marketing Pte. Ltd. will place a smart contract
for the purchase of tokens with a fixed amount and a closing 
date after 30 calendar days.

3. Users of the OilWellCoin platform will be informed about
the possibility of selling tokens.

4. Owners of tokens will be able to offer them for sale until
they reach the amount covering the purchase of the number 
of tokens defined by the smart contract.

5. It will be possible to send and revoke tokens before
the closing date of the smart contract. After this date, the
number of tokens will be fixed and a sum of money will
be sent to all participants, in proportion to the number of
tokens left on the contract.

6. Repurchased tokens will be destroyed and not subject to
re-sale.
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LEGAL ASPECTS

Group of companies OilWellCoin consists of the following 
participants:

• Oil company limited liability company "DEMIURG" is 
an oil company that provides production processes, 
transportation and sale of extracted oil.

• Radius Pro Marketing Pte. Ltd. (Singapore, #14-02 
11 Collyer QUAY, registration number 201825916Z, 
registered in the Republic of Singapore) - owner of 
OilWellCoin platform (oilwellcoin. io) and the service 
under the Agency agreement with "Demiurge" 
provides a platform OilWellCoin virtual certificates 
OILDC the discount when buying oil, in exchange for 
the purchased everyone tokens OILD during the free 
sale.

The relationship between Demiurge LLC and Hadius Pro 
Marketing Pte. Ltd. fall under the rules: - on agency contracts 
(Chapter 52 of the Civil Code of the Russian Federation), 
where the seller is the principal and the discount service is 
the agent; - on the provision of paid services (Ch. 39 of the 
Civil Code of the Russian Federation), where the seller is the 
customer, and the discount service is the contractor.

When translating the official wording of an agency 
agreement (Article 1005 of the Civil Code of the Russian 
Federation) into the course of discount certificates, it turns 
out that within the framework of the agency agreement, the 
discount service (agent) undertakes to pay for a fee on behalf 
of and on behalf of Demiurg LLC certificates, place them on 
a specified site and promote, sell discount certificates, keep 
records of certificates sold and receipts received, etc.).

OILD Token is an electronic key to OILDC virtual discount 
certificates.

Implemented by Hadius Pro Marketing Pte. Ltd. virtual 
discount certificates are bearer certificates and are not 
registered (that is, anyone who presents them has the right 
to use them). These certificates give the right to receive a 
paper document confirming the right to provide a discount 
on the oil produced by Demiurg LLC. From a legal point of 
view, the discount is not a product, service, or security. The 
discount certificate gives its bearer the right to receive the 
goods (work, services) specified in a particular offer at a 
different price (Letter of the Russian Ministry of Finance of 

April 25, 2011 No. 03-03-06 / 1/268).

The customer himself pays for the product itself (obtained 
as a result of the production processes of OOO Demiurge) 
later and directly to the seller, but taking into account the 
discount on a discount certificate. The acquisition of a 
discount certificate means the purchase of the right to a 
discount and the corresponding obligation of the company-
customer of discount certificates, the company Demiurge 
LLC to provide it.
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Alan Kokaev
Chief Executive Officer (CEO)

More than 25 years in the management of various large 
companies in the oil and gas industry, as well as the Creator 
and Manager of several major investment projects in this 
area in the Russian Federation (directly in the Republic of 
North Ossetia, the Chechen Republic, etc.). 
Since 2015 is the General Director of LL company ”the 
Demiurge”, a member of the group of companies OilWellCoin

Magomed Hadisov
Chief Financial officer (CFO)

Previously held senior positions in the areas of financial, 
investment and operational management in large public 
and private corporations in the territory of the Russian 
Federation, such as: subsidiaries of OJSC "Gazprom" JSC 
"Chechengazprom" and JSC "Gazprom Gas Distribution 
Grozny",___________ , and in numerous government 
projects in various industries (oil and gas, regional 
management,   projects as part of  the FIFA World Cup 2018).

PROJECT TEAM

Musa Dzhamalkhanov
Chief project engineer (CPE)

Mining engineer. More than 45 years of drilling operations 
management at the enterprises of Russia (ChIASSR, Western 
Siberia, etc.), as well as abroad (Syria and Iraq). One of the 
most significant international projects, where he headed 
the drilling of wells at the Badra field in the Wasit desert 
(Iraq), is the Gazprom Neft-Badra project. Co-author of 
the methodology for accelerated drilling of wells with a 
depth of more than 4800m, which allows to develop the 
field with an annual volume of oil production of more than 
75,000 barrels per day in the shortest possible time. Chief 
engineer-consultant of several projects for the resumption 
of oil production in the Chechen Republic.

Batrbek Kusov
Chief project geologist (CPG

Mining engineer-geologist. Candidate of geological and 
mineralogical Sciences; corresponding member of the 
Russian Academy of natural Sciences (RANS); leading 
researcher of the North Caucasus scientific Department 
Of the Institute of Geology of ore deposits, petrography, 
Mineralogy and Geochemistry of the Russian Academy 
of Sciences. 50 years of experience in the oil industry and 
many years of experience as chief geologist of leading 
companies in Russia and the CIS, such as the Surgut thematic 
expedition "Obneftegazgeologia", the Belarusian oil 
exploration trust, FSUE Concern "Sevosetinneftegazprom", 
JSC "Chechenneftekhimprom" and so on. 2015 is the Chief 
geologist of the company ”the demiurge”, a member of the 
group of companies OilWellCoin. Author and co-author of 
more than 60 scientific works, including one monograph..
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Artemiy Soldatenkov
Chief Business Development Officer  (CBDO)

For more than 15 years of experience in the industry and 
B2B sales, Artemiy managed to work in such corporations as 
Ericsson, Veon (ex-Vimpelcom, NAT and Schneider-Electric, 
and also created several own start-UPS. He has spent the 
last 5 years advising young entrepreneurs and developers 
in the field of blockchain and IoT.

Sarkis Darbinian
Lawyer

Lawyer practicing in the field of cyber law, managing partner 
of the digital rights Center, member of the Supervisory Board 
of the Internet support Fund. He has extensive experience 
in supporting ICO and blockchain projects. He has achieved 
the cancellation of a number of court decisions on restricting 
access to cryptocurrency-related sites.
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Federal laws

1. The Constitution of the Russian Federation. 12.12.93. 
Changes to the constitution. Presidential Decree of January 
9, 1992 No. 20, Presidential Decree No. 176 of February 10, 
1996.
2. The Water Code of the Russian Federation dated 1/18/95.
3. Land Code of the RSFSR of 04/25/91. No. 1103-1 (as 
amended on December 24, 1993 No. 2287).
4. Forest Code of the Russian Federation. 01/29/97. No. 22-
ФЗ.
Laws of the Russian Federation.
1. On the protection and use of historical and cultural 
monuments 04/19/91.
2. On the sanitary-epidemiological well-being of the 
population. 04.19.91. No. 1034-1 ed. of 19.06.95 No. 89-ФЗ.
3. On the protection of atmospheric air. 07/14/82.
4. About a payment for the earth. 10/11/91. No. 1738-1 (as 
amended on December 27, 1995 No. 211-ФЗ).
5. On the protection of the environment. 03.06.93. No. 5076-
1.
6. About bowels. 05/04/92. No. 2395-1 (ed. 03.03.95 No. 27-
FZ).
7. About environmental impact assessment. 23 11.95. № 
174-ФЗ.
8. About specially protected natural territories. 3/14/95. No. 
33-ФЗ.
9. About the animal world. 04.24.95. No. 52-FZ.
10. On taxation of property of enterprises. February 6, 1992. 
No. 2294-1.

Government Decisions

1. Resolution of the Council of Ministers of the RSFSR of 
03/16.90. (Amended on 13.04.93. No. 326 No. 93 “On urgent 
measures to improve the environmental situation in the 
RSFSR in 1991-1995 and the main areas of nature protection 
in the 13th five-year period and for the period up to 2005”.
2. Decree of the Government of the Russian Federation 
dated 11/23/96. No. 1404 “Regulations on water protection 
zones of water bodies and their coastal protective zones”.
 3. RD 153-39-007-96 "Regulations for the preparation of 
design technological documents for the development of oil 
and gas fields." Moscow. 1996 
4. "Regulations on the procedure for issuing permits for the 
construction of mineral deposits, approved by the State 
Technical Inspectorate of the Russian Federation" November 
3, 1995. and Roskomnedra November 10, 1995.

Legislative standards of YaNAO

1. “On regulation of land relations in the places of residence 
and traditional economic activities of the small indigenous 
peoples of the North in the territory of the Yamal-Nenets 
Autonomous Okrug”. № 39 dated 10/14/97.
2. “On Specially Protected Natural Territories of the YNAO”. 

№ 40 dated 10/14/97
3. “On Subsoil and Subsoil Use in the Yamalo-Nenets 
Autonomous District”. From 01/29/97.
4. “On the Fishery of the Yamal-Nenets Autonomous Area” 
No. 37 of 06/18/98.

Regulatory and procedural documents

1. GOST 17.5.1.02-85. Protection of Nature. Of the earth. 
Classification of disturbed land for remediation.
2. GOST 17.5.3.04-83. Protection of Nature. Of the earth. 
General requirements for land reclamation.
3. GOST 17.4.3.02-85. Protection of Nature. The soil. 
Requirements for the protection of the natural layer of soil 
in the production of earthworks.
4. VSN 179-85 Minneftespetsstroy. Instructions for land 
reclamation during the construction of pipelines.
5. Decisions of the Council of Ministers of the USSR of June 
2, 1976 No. 407 “On land reclamation, conservation and 
rational use of the fertile soil layer in the development 
of mineral deposits and peat, conducting exploration, 
construction and other works”.
6. CH 467-71. Land allotment standards for highways.
7. SNIP 2.05.02-85. Car roads.
8. SNIP 3.02.01-87. Earthworks, foundations and foundations.
9. CH 452-73. Standards of land acquisition for trunk 
pipelines.
10. CH 459-74. Land allotment rates for oil and gas wells.
11. BCH 26-90. Instructions for the design and construction 
of roads of oil and gas fields in Western Siberia.
12. BCH 51-3-85. Design of steel field pipelines.
13. RD 39-0147323-803-89-Р. Instructions on the calculation 
and regulation of electrical loads and power consumption 
of oil industry enterprises. Tyumen. Giprotyumenneftegaz. 
1989
14. PUE-85. Rules for electrical installations. The sixth edition, 
revised and enlarged, M., Energoatomizdat. 1986
15. VNTP-03/170 / 567-87. Fire regulations design facilities 
of the West Siberian oil and gas complex.
16. SNiP 11-89-91. General plans of industrial enterprises.
17. Rules for the construction and safe operation of 
technological pipelines. Gosgortekhnadzor of Russia, 1997
18. RD 39-133-94 “Instructions for the protection of the 
environment in the construction of wells for oil and gas on 
land”, GP Rosneft.
19. “Safety rules in the oil and gas industry”. Avangard LLP, 
M. 1993.
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