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Abstract

The article is devoted to the study of sources of financing for oil and gas industry enterprises. To improve
the technical base of these enterprises, only own funds are not enough; additional sources of financing are
needed. The main tasks of managing the activity of an oil and gas industry enterprise in market conditions
is the need to choose the most effective economic solutions and innovative direction, stimulated by
competitive market conditions. The article discusses such sources of financing as factoring, forfaiting and
credit. The article provides statistics on fixed assets of investment enterprises in the oil and gas industry.
The types of costs, the degree of depreciation of fixed assets, as well as the role of financial investments
in fixed assets at the enterprises of the oil and gas industry are considered. The urgent problem remains
the elimination of a high degree of depreciation of fixed assets in the oil and gas complex, which reaches
from 60 to 80%. The introduction of innovations can have a positive impact on the economic productivity
of enterprises in the oil and gas industry. In this case, it is necessary to assess the level of technologies
used at the enterprises of the oil and gas industry, and evaluate the economic effect of investments.

Financial stability is an urgent task at the state level.
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1. Introduction

The oil and gas industry is one of the main ways of economic development of the Russian
Federation. Oil and gas production is currently a priority in the Russian economy. The oil and gas
industry has experienced numerous crisis times, such as the fall in oil and gas prices and international
sanctions. Despite this, oil and gas companies continue to invest money in new projects for the
development of oil and gas. The current state of the oil and gas industry is characterized by a decrease in
the growth of industrial oil reserves, a decrease in the quality and pace of commissioning of production
enterprises. Sources of financing are needed to solve these problems. These include credit, forfaiting,
factoring, etc. The main costs are the costs of providing the oil and gas industry with labor resources and
material base, as well as the use of the budget from fixed assets in the calculation of their growth

(Barykina & Velm, 2012).

2. Problem Statement

The oil and gas industry has tremendous opportunities to effectively develop. But there are
external and internal factors that hamper the dynamic development of the industry. This is, first of all, a
lack of investment resources, depreciation of equipment, economic crises, monopolism, poor product
quality, imperfect tax policy, etc. If external factors are difficult to neutralize, internal problems can be
solved by implementing joint efforts of the state and industry companies.The development and
functioning of the oil industry of the Russian Federation is affected by sharp fluctuations in prices on
world oil markets, the level of domestic inflation, the mismatch between the rates of reproduction of the
mineral resource base and production volumes, depreciation of fixed assets, lack of working capital and
the imperfection of the legislative mechanism of relations between the state and the oil industry. In such
conditions, the mechanisms of formation of costs for petroleum products are of particular importance.
They combine the interests of production and consumption in this sector of the country's economy and
increase the investment attractiveness of the industry. Modern oil and gas refining is characterized by a
fast pace of improvement in production processes, changes in equipment, technology and the organization

of economic activity; concentration of production using various plants.

3. Research Questions

Global markets are currently opening up great opportunities for enterprises. In the struggle for new
markets, companies in industrialized countries make extensive use of financial instruments that allow
customers to make long-term deferred payments. The most commonly used financial instruments are

forfaiting, factoring and credit (Figure 01).

Sources of financing

Factoring Forfaiting Credit

Figure 01. Sources of financing
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Comparing these financial instruments, it is necessary to highlight their main differences. So,
using credit, money is provided to the borrower at a percentage depending on the repayment conditions.
The credit role is important for the replenishment of working capital, the size of which varies depending
on working conditions: market, natural, climatic, etc., as well as for the reproduction of fixed assets.
Using credit, oil and gas enterprises can improve and increase production much faster than in its absence
(Tyapkina, Mongush, & Ilina, 2019).

The current Russian economic situation has such relevant financing methods as factoring and
forfaiting in domestic and foreign trade. With these operations, oil and gas companies accelerate the
turnover of current assets and increase the efficiency of the development of the economic potential of
industrial and economic activities. In addition, they support the development of export-import operations
and generally stimulate effective economic growth (Vitsko, 2015).

Factoring is a type of unsecured credit for organizations that provide their customers with goods or
services subject to deferred payments. It allows many companies to maintain their business continuity and
offset the costs of the supply of raw materials, finished products, as well as the performance of certain
works without prepayment (Tunygin, 2014). It is this mechanism that allows many companies to simplify
accounting and expand their activities, if necessary, without attracting long-term credits (Nechaev,
Barykina, & Puchkova, 2017).

Moreover, the effectiveness of factoring allows the supplier to significantly reduce the risk,
because the collateral was not required in the factoring program. The benefits of factoring are not limited
to financing. Many other functions related to debt management are performed: keeping records of
payments, controlling the maturity, ensuring accounting and statistical management of debt, and
preparing financial reports. Getting rid of the extra workload allows companies to focus on their core
business (Tunygin, 2014). Thus, the use of factoring can significantly reduce organizational costs. The
buyer has the opportunity to get an additional deferred payment and a convenient repayment schedule.

Finally, a financial instrument such as forfaiting is the operation of a financial agent (forfeiter)
acquiring a commercial obligation of a borrower (buyer, importer) to a creditor (seller, exporter) (Minin,
2011).

Forfaiting is connected with the purchase of debt. Usually it is expressed in such a document as a
promissory note (less often a simple one). Therefore, forfaiting involves the presence of a secondary
market for promissory notes. Unfortunately, such a market does not yet exist in the Russian Federation,
although the development of a secondary market for promissory notes would significantly reduce
discount rates. Currently, only single transactions are being considered (for example, for the sale of bills
of Russian importers with a good credit rating of Russian banks) (Vitsko, 2015).

A feature of forfaiting is the presence of a guarantor. Forfaiting companies can also be guarantors.
The need to obtain a bank guarantee is that many companies and banks may have difficulties in the future
prospects of borrowing money at a fixed rate. As a result, if the importer receives a credit in the future at
a fixed rate, the interest rate will be extremely high. By issuing a guarantee, the bank gives the importer
access to foreign sources of financing (Vitsko, 2015).

Financing using this financial instrument gives the exporter advantages in the form of improved

liquidity and balance sheet status, as well as reduced risks, namely: elimination currency and other risks
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from the moment of purchasing requirements by forfeiter; refinancing of the exporter's receivables;
forfeiting financing is provided on the basis of a fixed interest rate (Vitsko, 2015). Thus, the basis for the
calculation is created due to the lack of floating interest rates that may occur with other types of lending;
simplicity of documentation and speed of its execution; due to the integration of financing, the forfaiting
company helps exporters to clearly define a strategy that can increase the likelihood of obtaining a
contract, since the distinguishing feature of forfaiting is that the exporters are producers of expensive,
high-tech goods and services of medium and large businesses, and buyers for such products may not be so
many (Mikhalev, 2019).

According to statistics, we see the following situation of financial investments in the oil and gas

industry on the example of oil and gas production, as well as the production of petroleum products.

Table 01. Financial investments in the oil and gas industry (in actual prices)

The proportion
Financial ) of long-tern.l
. investments in
Name investments Long term Short term
(billion rubles) the volume of
financial
investments, (%)
2017
Oil and natural gas 6178.3 1124.1 5054.2 18.2
production
Petroleum 7159.3 2361.2 4798.1 33.0
products
2018
Oil and natural gas 10130.2 2300.6 7869.6 22.7
production
Petroleum 9497.4 3776.0 5721.4 39.8
products

In 2018, one can note a growth trend in oil and natural gas production, as well as in the production
of petroleum products in relation to financial investments (short-term and long-term). The percentage of
long-term investments in the total volume also increases. The industry is recovering after a difficult

period (2014-2017), when low prices for industry products have been forming for several years.
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Figure 02. Financial investments in oil and natural gas production at oil and gas enterprises
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In 2018, we can note an increase in financial investments in comparison with 2017, which leads to

an improvement in the material base (figure 02).

95%

m Oil and gas
= drilling
oil refining

pipeline transport

Figure 03. The share of the active part of fixed assets
The oil and gas complex is characterized by a high proportion of the active part of fixed assets
(figure 03). For example, in the direction of oil and gas production it reaches 85 %, drilling — 90 %,

pipeline transport — 95 %, oil refining — more than 65 %.

Table 02. The structure of fixed assets in the oil and gas complex, % (Ermoshina & Yulenkova, 2000).

T A o Gas Drilling of the Gas Oil
production wells transportation refining

Building 3.8 10.1 10.4 32 16.5
Facilities 66.5 50.9 8.4 2.9 19.6
including wells 58.4 45.8 - - —
Iransmission 16.0 223 1.8 4.1 18.9
devices
Cars and 12.7 153 75.5 8.1 0.4
equipment
including
power 1.8 1.5 6.2 0.5 -
workers 10.2 13.2 68.7 7.4 26.8
Measuring and
regulating 0.7 0.4 0.6 0.2 -
instruments and
devices
Vehicles 1.0 1.1 1.8 81.5 2.6
Tools, 0.2 0.3 2.1 0.2 -
inventory

The main sources of investment in the oil and gas complex are the own funds of enterprises. Their
share, together with borrowed funds, reaches 90 %, of which more than 70 % are depreciation charges
and 15 % is profit attributable to the accumulation fund. Bank credits under international loan agreements
account for less than 5 % of total investment costs. The state invests money from the budget only for the
implementation of particularly important economic and socially significant projects (Table. 02).

The problem of eliminating a high degree of depreciation of fixed assets in the oil and gas complex
remains urgent. From 60 to 80 % of equipment is already outdated there. The lack of necessary

investments did not make it possible to compensate for the problems of the production capacities of oil
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and gas complexes. In the oil industry, this has led to a reduction in production drilling and a reduction in

oil production capacity.

4. Purpose of the Study

The purpose of this article was to consider possible ways and forms of financing at enterprises of
the oil and gas industry to increase their effectiveness, as well as to analyze their advantages and

disadvantages.

5. Research Methods

The data of the Federal State Statistics Service of the Russian Federation were used as material for

the article. The solution of the tasks was carried out as part of a comparative analysis.

6. Findings

A comparative analysis of factoring and forfeiting operations has led to the conclusion that
factoring is more common in the Russian Federation compared to forfaiting operations. This is due to the
fact that factoring is mainly used in domestic trade, where counterparties can be informed about each
other's activities. Forfaiting also serves international transactions. At the same time, Russian banks and
financial institutions are not ready to widely use financial and credit operations because of their specific
nature and the risks of non-payment. Although, a money loan agreement makes trade relations more
stable in countries with developed market economies.

From the analysis it can also be noted that financial investments are necessary due to the high level
of depreciation of fixed assets of the oil and gas industry. The main source of covering the costs
associated with the renewal of fixed assets, at present, are the company's own funds. They accumulate

over the entire life of fixed assets in the form of depreciation.

7. Conclusion

The largest oil and gas companies have long preferred to use an investment strategy of limited
growth associated with the implementation of large-scale projects, or a growth strategy through mergers
and acquisitions. Such companies are cautious in investments and prefer to channel funds into the
operation of well-known long-developed deposits where there is no risk.

In this regard, we can say that in the current economic situation, oil and gas enterprises need to use

additional sources of financing to improve the technical and material base.
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