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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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2006 Highlights

Net income – $7,484 mln (+16.2%)

Basic EPS – $9.06 (+14.5%)

Production of marketable hydrocarbons –
2,145 th. boe per day (+12.2%)

Refinery throughputs – 982* th. bpd (+3.4%)

ROACE – 21.5%

Market capitalization – $74.8 bln (+48.1%)

* Including mini-refineries.
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Steady Efficiency Growth
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Market Capitalization and Liquidity Growth
LUKOIL share price, Bloomberg Oil and RTS Indices (2006), %
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In 2006 LUKOIL market 
capitalization rose by 48.1%
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Realized petroleum products 
(international market), $/ton
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Marketable Hydrocarbon Production: Record Growth

Average flow rate of oil production wells at 
Russian fields of the Group, barrels per day
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Marketable Hydrocarbon Output Reconciliation
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Natural Gas Production
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In the end of 2006 LUKOIL took part in 
experimental trade in natural gas on 
the trading floor of Mezhregiongaz: 

price of the gas exceeded selling price 
to Gazprom and other counterparts.

In 2007 LUKOIL plans to sell 600 mcm
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Financial Results

2.951.26Basic EPS, $7.919.06
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(1,115)(1,338)(4,657)

18,38316,30668,109
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Sales Reconciliation
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Sales Breakdown
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Weak Dollar – Steady Trend

US budget deficit as percentage of GDP
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The USA pursue weak dollar policy aiming at 
balancing foreign-trade operations (weak dollar 
encourages export-oriented industries and keeps 

down imports).
However, it makes a negative impact on 

companies with operations on domestic market 
increasing tax burden and cost of capital. All this 

will contribute to further dollar weakening. 

Decrease in dollar share as international reserve 
currency weakens it as well.

If the dollar continues weakening, it will make 
sense to switch to ruble financial statements.

Deficit = deterioration in 
demand for dollar on the part 

of business partners. Offset by 
capital inflow owing to 

interest rates rise.

Deficit reduction by 
means of raising 
fiscal revenues 

adversely affects 
the economy and 
weakens dollar. 



13

SG&A and Transportation Expenses

SG&A reconсiliation, $ mln
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Operating Expenses

(185)(116)
Change in operating expenses in crude oil 
and refined products inventory originated 
within the Group

(410)(414)

Cost of purchased oil, petroleum 
and chemical products

Total

Other operating expenses
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Refinery expenses
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Hydrocarbon lifting costs per boe
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In 2006 lifting costs per boe of production 
increased by 15.8% y-o-y

Real ruble appreciation against dollar was 
more than 14% y-o-y.

2006 lifting costs in real terms were almost 
at the same level as in 2005.

For 5 years LUKOIL has been 
successfully keeping down lifting 

costs due to the increase in efficiency.
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Net Income Reconciliation
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Cash Flow Reconciliation
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CAPEX Breakdown
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240284Russia654916
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Kaliningradmorneft

Naryanmarneftegaz

LUKOIL-Komi

Kogalymneftegas

LUKOIL-Perm

Uraineftegaz

Langepasneftegas
Pokachevneftegaz

Nizhnevolzhskneft

E&P Capex

+208.6%220679Other international projects

Growth,
%20052006$ mln

+86.5%1,3682,552New regions

+75.5%2,9185,120Total

-37.5%216135Yamal

-18.1%259212Caspian (including international projects)

+126.7%6731,526North of Timan-Pechira

+65.7%1,5502,568Traditional regions
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Russian Market Becomes More Attractive
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Oil Refining in Russia and Retail Sales of Petroleum 
Products
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Russia
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Retail Network Expansion

LUKOIL retail network as of 
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Credit Rating and Financial Covenants : Strict Financial 
Discipline
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2006 Results in Comparison with International Majors

ROACE, %

0 5 10 15 20 25 30 35

Repsol

Conoco

ENI

Total

LUKOIL

BP

Shell

Chevron

Exxon

Lifting costs,  $/boe

0 2 4 6 8 10

Repsol

LUKIOL

Total

ENI

Conoco

BP

Exxon

Chevron

Shell

E&P Capex, $/boe of hydrocarbon output

0 5 10 15 20 25

LUKOIL

ENI

Exxon

Repsol

Conoco

BP

Chevron

Total

Shell

Return on equity, %

0 10 20 30 40

Repsol

Conoco

ENI

LUKOIL

Shell

Chevron

BP

Total

Exxon

Sources: Companies reports.



26

• Increase revenues
– increase oil output
– increase refinery throughputs
– increase exports 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
– 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


