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Forward-Looking Statements

• Certain statements in this presentation are not historical facts and are “forward-looking.”
Examples of such forward-looking statements include, but are not limited to:

– projections or expectations of revenues, income (or loss), earnings (or loss) per share, 
dividends, capital structure or other financial items or ratios;

– statements of our plans, objectives or goals, including those related to products or services;
– statements of future economic performance; and 
– statements of assumptions underlying such statements.

• Words such as “believes,” “anticipates,” “expects,” “estimates”, “intends” and “plans” and 
similar expressions are intended to identify forward-looking statements but are not the 
exclusive means of identifying such statements.

• By their very nature, forward-looking statements involve inherent risks and uncertainties, both 
general and specific, and risks exist that the predictions, forecasts, projections and other 
forward-looking statements will not be achieved.  You should be aware that a number of 
important factors could cause actual results to differ materially from the plans, objectives, 
expectations, estimates and intentions expressed in such forward-looking statements, including 
our ability to execute our restructuring and cost reduction program.  

• When relying on forward-looking statements, you should carefully consider the foregoing 
factors and other uncertainties and events, especially in light of the political, economic, social 
and legal environment in which we operate.  Such forward-looking statements speak only as of 
the date on which they are made, and we do not undertake any obligation to update or revise 
any of them, whether as a result of new information, future events or otherwise.  We do not 
make any representation, warranty or prediction that the results anticipated by such forward-
looking statements will be achieved, and such forward-looking statements represent, in each 
case, only one of many possible scenarios and should not be viewed as the most likely or 
standard scenario.
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Highlights

Net income – $6,442 mln (+34.2%)

Basic EPS – $7.79 (+32.0%)

Production of marketable hydrocarbons –
2,138 th. boe per day (+13.1%)

Refinery throughputs – 960 th. bpd (+2.5 %)
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Production of Marketable Hydrocarbons

Average flow rate of oil production wells, 
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+13.1%

+4.5% Production of marketable 
hydrocarbons rose 13.1% y-o-y to 
2.14 mln boe per day in 9M 2006 

Production of crude oil (production by 
subsidiaries and share in production by 

affiliates) was 524.9 mln barrels (71.13
mln tons), which is 6.6% higher y-o-y. 

Production of marketable natural and 
petroleum gas rose by 149.2%.

Since 2001 average flow rate of oil 
production wells has been steadily 

growing.
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Hydrocarbon Production (contd.)

Добыча углеводородов, тыс. барр. н. э./сут

0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

4,500

5,000

2002 2003 2004 2005 2006 2016E

th
. 

bo
e 

pe
r 

da
y

Range (ExxonMobil, Shell, BP)
Range (ConocoPhillips, Eni, Total, Chevron, Petrobras, Repsol)
Average (ExxonMobil, Shell, BP)
Average (ConocoPhillips, Eni, Total, Chevron, Petrobras, Repsol)
LUKOIL

+7.6% per year

+6.7% per year 
(forecast)

In 2006 LUKOIL reached target group of mid international oil companies by main 
financial and operating indicators. 

By 2016 LUKOIL targets to reach the indicators of 3 global oil majors.
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Crude Oil Output Reconciliation
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Natural Gas Production
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The first of the 7 gas fields of the 
Bolshekhetskaya Depression 

(Nakhodkinskoye) was put into operation 
in April 2005. The production at the field 
was 16.7 bcf of natural gas (472 mcm) in 
2005. The field produced 222.6 bcf of gas

(6,305 mcm) in 9M 2006.
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The natural gas selling price to Gazprom
rose by almost 80% to $40/1,000 cm 

starting from January 1, 2007.

LUKOIL plans to sell 1 bcm of natural gas
in 2007 on the trading floor of 

Mezhregiongaz (closing price of the first
trading session exceeded the state-

regulated tariff for industrial consumers
by 30%).
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Financial Results

2.802.95Basic EPS, $5.907.79
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Income before income taxes
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(including excise and export tariffs)

Operating expenses

Total revenue
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3,1753,3478,863
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1,3041,1153,319

18,37918,38351,803
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Sales Reconciliation
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Sales Breakdown
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SG&A and Transportation Expenses

SG&A reconсiliation, $ mln
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Operating Expenses

89(185)
Change in operating expenses in crude oil       
and refined products inventory originated 
within the Group

(557)(298)

Cost of purchased oil, petroleum 
and chemical products

Total

Other operating expenses

Petrochemical expenses

Refining expenses

Hydrocarbon lifting costs

$ mln

6,4065,62914,37917,335

1,3041,1152,3763,319

4224419831,220

6858178187

167185481528

5586161,2911,682
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Hydrocarbon lifting costs*
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In 9M 2006 lifting costs per boe of 
production increased by

14.4% y-o-y.

Real ruble appreciation against dollar
(9M 2006 to 9M 2005) exceeded 

13%.

9M 2006 lifting costs in real 
terms were almost at the same 

level as in the 9M 2005.
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Growth of Tax Burden (contd.)

Tax expenses of LUKOIL Group

Tax expenses of LUKOIL Group were over $18 bln in 9M 2006, 
which is a 37% growth y-o-y.

Taxes paid in Russia by LUKOIL (including mineral extraction tax, 
tariffs, excise etc.) were 51.6% of the sales revenue of LUKOIL 

Russian subsidiaries in 9M 2006.
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Net Income Reconciliation

4,801

6,442

8,265 8 4,395

943

475
320 289 133 77

0

2,000

4,000

6,000

8,000

10,000

12,000

14,000

N
et

 in
co

m
e 

in
 9

M
 2

00
5

In
cr

ea
se

 in
 r

ev
en

ue
(le

ss
 p

ur
ch

as
es

)

In
cr

ea
se

 in
 e

qu
ity

sh
ar

e 
in

 a
ffi

lia
te

s

In
cr

ea
se

 in
 ta

xe
s 

ot
he

r
th

an
 in

co
m

e 
ta

xe
s

In
cr

ea
se

 in
 O

PE
X

In
cr

ea
se

 in
 in

co
m

e 
ta

x

In
cr

ea
se

 in
 S

G
&

A

In
cr

ea
se

 in
tr

an
sp

or
ta

tio
n

ex
pe

ns
es

D
ec

re
as

e 
in

 g
ai

n 
on

di
po

sa
ls

In
cr

ea
se

 in
 o

th
er

ex
pe

ns
es

N
et

 in
co

m
e 

in
 9

M
 2

00
6

$ 
m

ln

+34.2%

2,432

2,321

2,000

2,100

2,200

2,300

2,400

2,500

Net income in 2Q
2006

Net income in 3Q
2006

$ 
m

ln

+4.8%



17

ROACE

25.0

12.0

14.0

19.3

23.3

0

5

10

15

20

25

30

2002 2003 2004 2005 9M 2006

%

9M 2006 average of international majors*

* ExxonMobil, BP, Shell, Chevron, ENI, Total, ConocoPhillips, Repsol.



18

3.2
4.2

6.4

0

6

12

18

24

2002 2003 2004 2005 9M 2006

$
/b

ar
re

l

+19%

+44%

+53%

+33%

9.2

11.0

Net Income per Barrel of Production

9M 2006 average of international majors 
($20/barrel)*

Average for Russian companies 
($7/barrel)**
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Production of marketable 
hydrocarbons has grown by 33% 

since 2002. During the same period 
net income per boe of production 

has increased by 3.5 times.
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Cash Flow Reconciliation

1,650 1,420

782

904

1,353

4,356

6,164

892
403

319

620

45 52

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

10,000

Ca
sh

 a
t t

he
 b

eg
in

ni
ng

 o
f

20
06

O
pe

ra
tin

g 
ac

tiv
iti

es

N
et

 m
ov

em
en

ts
 o

f s
ho

rt
-

te
rm

 b
or

ro
w

in
gs

Pr
oc

ee
ds

 fr
om

 is
su

an
ce

 o
f

lo
ng

-t
er

m
 d

eb
t

Pr
oc

ee
ds

 fr
om

 s
al

e 
of

pr
op

er
ty

 a
nd

 it
er

es
ts

 in
su

bs
id

ia
rie

s 
an

d 
af

fil
ia

te
s

CA
PE

X

Pu
rc

ha
se

s 
of

 in
te

re
st

s 
in

su
bs

id
ia

rie
s 

an
d 

af
fil

ia
te

s

Pr
in

ci
pa

l p
ay

m
en

ts
 o

f
lo

ng
-t

er
m

 d
eb

t

Pu
rc

ha
se

s 
of

 tr
ea

su
ry

st
oc

k

D
iv

id
en

ds
 p

ai
d

N
et

 m
ov

em
en

ts
 o

f
in

ve
st

m
en

ts

Ef
fe

ct
 o

f e
xc

ha
ng

e 
ra

te
ch

an
ge

s 
an

d 
ot

he
r 

Ca
sh

 a
t t

he
 e

nd
 o

f 9
M

20
06

Free cash flow, $ mln

1,808

1,322

1,000

1,500

2,000

9M 2005 9M 2006

+37%



20

CAPEX Breakdown
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Upstream CAPEX

+268.5111409Other international projects

Growth,
%

9M
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+79.49471,699New regions

+64.02,0623,382Total
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-25.3186139Caspian sea (including 
international  projects)

+123.94681,048North of Timan-Pechora
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«Kaliningradmorneft»

«Naryanmarneftegaz»

«LUKOIL-Кomi»

«Кogalymneftegaz»

«LUKOIL-Perm»

«Uraineftegaz»

«Langepasneftegaz»
«Pokachevneftegaz»

«Nizhnevolzhskneft»
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Russian Market Becomes More Attractive
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Crude Refining in Russia and Retail Marketing
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Acquisition of Retail Network from ConocoPhillips

Acquisition of retail network from ConocoPhillips 
allows LUKOIL to enter new markets (Belgium, Chech
Republic and Slovakia) as well as increase its share on 
the existing markets (Poland, Hungary and Finland).

Retail sales volume of LUKOIL Group will increase by 
1.4 mln tons per year (+19% to the estimated 

volume of international retail sales in 2006).

The acquired retail network is highly efficient: 
average fuel sales per filling station of the network is

9.9 tons per day (+40% to LUKOIL average of
7.0 tons per day).
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Credit Rating and Financial Covenants
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• Increase revenues
– increase oil output
– increase refinery throughputs
– increase export of crude oil and petroleum products
– increase natural and petroleum gas output
– increase output of products with high value added

• Increase efficiency of investments
– develop refining capacities and marketing networks 

in Russia
– purchase new oil and gas reserves at the lowest 

possible price
– increase number of wells with high flow rates
– divest non-core assets

• Decrease expenses
– shut-in inefficient wells
– put into operation new wells with high flow rates
– work with effective and efficient service companies

Company’s Strategy


