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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 – $1,299 mln (+24.7% q-o-q)

Production of marketable hydrocarbons –
2,239 th. boe per day (+7.3 %):

Refinery throughputs – 988* th. bpd (+0.6%)

* Including mini-refineries.

• Oil production – 2,005 th. bpd (+6.5%)

• Gas production – 234 th. boe per day (+14.1%)
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Marketable Hydrocarbon Production: Maintaining High 
Growth Rates
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LUKOIL Group rose by 7.3% y-o-y, 
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6

Financial Results
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Sales Reconciliation
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Sales Breakdown
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Tranportation expenses reconciliation
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Operating Expenses
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Operating Expenses Reconciliation
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The substantial growth of operating expenses y-o-y was caused by the following factors:

- real ruble appreciation, which reached 15.5% y-o-y and affected all operating expense items

- change in operating expenses in crude oil and refined products inventory originated 
within the Group (sales volumes exceeded production, while in 1Q 2006 they were less than 
production)

- growth of refining expenses at third-party refineries due to amendments to Russian 
legislation (excise is now included in processing fee paid to third-party refineries)

- increase in lifting costs which was caused by production growth, new assets acquisition and other 
factors
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Marketable hydrocarbon lifting costs per 
boe*
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Dynamics of Hydrocarbon Lifting Costs

In 1Q 2007 lifting costs per boe of production increased by 18.4% y-o-y. Real ruble 
appreciation against dollar was 15.5% y-o-y. 

Lifting costs in real terms increased approximately by 3% y-o-y.

After a rather fast growth of lifting costs per boe in 2006, partly caused by new assets 
acquisition (lifting costs of which are above the Group average), lifting costs per boe have 

stabilized. In 1Q 2007 they increased by just 0.9% q-o-q which is considerably below 
inflation and real ruble appreciation rates.
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LUKOIL’s Lifting Costs Per Barrel are Considerably Lower than 
Those of International Oil & Gas Majors

Sources: Companies reports.

Average lifting costs, $ per boe
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LUKOIL has successfully suppressed the growth of lifting costs for 5 years despite increase in 
subcontractors prices by 3 times.

High quality reserves allow LUKOIL to maintain lifting costs at a level below that of 
international majors.

At the same time lifting costs of international oil & gas majors are increasing due to 
development of deep offshore fields, fields in the regions with severe climatic conditions and 

heavy oil reserves, as well as due to higher prices for development services.  
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Net Income Reconciliation
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Quarterly dynamics of LITASCO derivatives (not accounting 
physical contracts)

Dynamics of Oil Prices ($/bbl) and results of LITASCO 
operations with derivatives 2006-2007

Quarterly Analysis of operations 
with derivatives in 2006:

• In 1H06 financial results of 
operations with derivatives was 
negative caused by lightly 
increasing crude oil price trend

• In 3Q 06 sharp oil price fall from 
$73/bbl down to $55/bbl brought 
$251 mn gain on derivatives

• In 4Q 06 volatile oil price trend 
brought $24 mn gain on 
derivatives
Conclusion: Combined effect of 
operations with derivatives 
throughout 2006 amounted to 
$170 mn gain. And compensated 
losses caused by operations with 
physical contracts due to oil price 
fall in 2H06.

• Rise in oil prices in 1Q07 caused negative results on operations
with derivatives.

• Oil price volatility in April, May 2007 brought $33 mn gain.
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1Q 2007 Cash Flow Reconciliation
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CAPEX Breakdown
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E&P Capex
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Oil Refining in Russia and Retail Sales of Petroleum 
Products
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Damage from the fire at 
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Partnership with Gazprom neft – Comfortable Access to 
Untapped and Undistributed Reserves Base in Russia

Timan-
Pechora

Northern
Caspian

Arctic shelf

Eastern 
Siberia

Other
countries

Western 
Siberia

Urals

• General agreement on strategic partnership 
with Gazprom for 2005–2014 

• JV “TsentrKaspneftegaz”: development of 
Tsentralnaya structure (Northern Caspian)

• JV “Otechestvenniye polimery”: a large 
petrochemicals project in Bashkortostan 
Republic

• Supply agreement of LUKOIL’s gas from 
Nakhodkinskoye field in Bolshekhetskaya 
Depression (Yamal-Nenets Autonomous 
District)

Memorandum of understanding providing for 
creation of JV for exploration and hydrocarbon 

production. (LUKOIL share – 49%, Gazprom neft 
share – 51%.)
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• Raising of $1 bln on the international market on a long-term basis

• Record maturity for a debut unsecured Eurobond issue among Russian 
companies

• Record low coupon among Russian private companies (for securities with 10-
and 15-year maturity)

• Company’s 10-year bonds yield is equal to / below Gazprom’s yield curve
(confirmed by independent estimates of Bloomberg and Euroweek) 

• High demand from investors: 6-times oversubcription of the issue

• Creation of a new broad base of loyal investors

Debut Unsecured Eurobond Issue: Best Results Among 
Russian Companies

Ваа2/ВВВ-/ВВВ-RatingВаа2/ВВВ-/ВВВ-

6/7/2022Maturity date6/7/2017

LondonListingLondon

6.656%Coupon6.356%

Amount, $ mln

Characteristics

500500

15-year Eurobonds10-year Eurobonds
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Credit Rating Raised to Investment Grade

Credit rating of LUKOIL
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• 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
– divestment of inefficient assets

Company’s Strategy


