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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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1Q 2008 Highlights

• Sales – $24,955 million (+59% y-o-y)

• EBITDA – $4,846 million (+99%)

• Net income – $3,163 million (+143%)

• Basic EPS – $3.83 per share (+146%)

• Free cash flow – $1,296 million (+971%)
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Main Operating Results

1Q 2008 to 1Q 2007 and (1Q 2008 actual level)
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Marketable Hydrocarbon Production

LUKOIL Group production of marketable hydrocarbons in 1Q 2008 was
2.193 mln boe per day.

Oil production amounted to 174.2 mln barrels 
(23.6 mln tons). 

Production of marketable gas increased by 19.8% to 4.3 bcm.
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Crude Oil Refining
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Refining margin of Russian cracking 
refinery, $ per barrel

Odessa Refinery was put back in operation in April 2008 after completion of a large-scale 
modernization which was begun in 2005. 

In course of 3 years the Company rebuilt a distillation unit (increasing its annual capacity 
from 2.4 to 2.8 mln tonnes) and various other facilities, a visbreaking unit was installed. 

The unit will lower output of fuel oil and raise output of vacuum gas oil (from 4% to 25%) 
as well increase refining depth (from 56% to 78%). 

At present the Refinery can produce automotive gasoline to Euro-3 standards, diesel fuel to 
Euro-4 standards, jet fuel, petroleum bitumen and liquefied gas.

Refinery throughputs reconciliation (y-o-y), 
th. barrels per day

38

19

28

988

1,073

900

950

1,000

1,050

1,100

Refinery
throughputs

in 1Q 07

Volgograd
refinery

Nizhny
Novgorod
refinery

Other
refineries

Refinery
throughputs

in 1Q 08

+8.6%
+85 th. barrels per day



7

Financial Results
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Sales Reconciliation
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Sales Breakdown, $ million
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Operating Expenses
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OPEX Growth Drivers

Lifting costs, $/boe
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The substantial growth of operating expenses y-o-y was caused by the 
following factors:

- real ruble appreciation, which reached 17.3% y-o-y and affected all operating 
expense items

- growth of other OPEX which comes from rise in transportation volumes and other 
services rendered by LUKOIL abroad

- increase in lifting costs which was caused by increase in energy costs and other 
factors

- increase in transportation expenses due to increase in refinery throughputs and 
tariffs escalation

LUKOIL successfully controls hydrocarbon lifting costs and 
refinery expenses.
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SG&A and Transportation Expenses

Transportation expenses reconciliation
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Tax expenses of LUKOIL Group and crude oil price
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1Q 2008 Cash Flow Reconciliation

841

3,658 39 28 -2,362

-771

-197
-46 -39 -21 -10 26

0

2,000

4,000

6,000

C
as

h
 a

t 
th

e 
b

eg
in

n
in

g
of

 t
h

e 
q

u
ar

te
r

O
p

er
at

in
g

 a
ct

iv
it

ie
s

N
et

 m
ov

em
en

ts
 o

f
lo

n
g

-t
er

m
 d

eb
t

P
ro

ce
ed

s 
fr

om
 s

al
e 

of
p

ro
p

er
ty

 a
n

d
 i

n
te

re
st

s
in

 a
ff

il
ia

te
s 

an
d

su
b

si
d

ia
ri

es C
A

P
EX

P
u

rc
h

as
es

 o
f 

in
te

re
st

s
in

 s
u

b
si

d
ia

ri
es

 a
n

d
af

fi
li

at
es

N
et

 m
ov

em
en

ts
 o

f
sh

or
t-

te
rm

 b
or

ro
w

in
g

s

N
et

 m
ov

em
en

ts
 o

f
in

ve
st

m
en

ts

P
u

rc
h

as
e 

an
d

 s
al

e 
of

C
om

p
an

y'
s 

st
oc

k

D
iv

id
en

d
s 

p
ai

d
 t

o
m

in
or

it
y

P
u

rc
h

as
e 

of
 l

ic
en

se
s

O
th

er
 

C
as

h
 a

t 
th

e 
en

d
 o

f 
th

e
q

u
ar

te
r

$ 
m

ln

1,146

Free cash flow

1,296

121

0

200

400

600

800

1,000

1,200

1,400

1Q 2007 1Q 2008

$ 
m

ln +971%



16

CAPEX Breakdown
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LUKOIL and Gazprom JV:
First Major Success in Increasing Reserve Base 

• The field was discovered with the first 
prospecting well

• Well tests gave a gushing flow of low-sulfur oil at 
a daily rate of 0.6 th. barrels and a flow of gas at 
a daily rate of 66.4 th. cubic meters

• Hydrocarbon reserves at the field are preliminary 
estimated at about 2 bln boe (best estimate)

• Project status - PSA

• 3D seismic works are to be carried out at the field
to specify the profile of the deposit

Discovery of the field at the Tsentralnaya structure is 
LUKOIL 7th discovery in the Russian sector of the 

Caspian Sea. Proved reserves of the six previously 
discovered fields are estimated at over 1.4 bln boe, 

3Р reserves – at 4.8 bln boe

JV “TsentrCaspneftegaz” (LUKOIL – 50%, Gazprom – 50%) discovered a major 
oil and gas condensate field at the Tsentralnaya structure (the Caspian Sea) on 

the border between Russia and Kazakhstan.

An agreement between the two countries, reached in 2002, puts the field under Russian 
jurisdiction, but it will be developed on a parity basis by Russia and Kazakhstan in a PSA 

framework if any commercial reserves are discovered. The organizations officially 
authorized to participate in the project are TsentrCaspneftegaz from Russian side and 

KazMunaiGaz from Kazakh side.
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Discovery in the Azov Sea

• Priazovneft (LUKOIL – 42.5%, Rosneft –
42.5% and State Property Fund of Krasnodar 
Territory –15%) discovered the Novoye field 
in the offshore Azov Sea and sent documents 
to confirm the discovery to the State Reserves 
Committee.

• Drilling of a prospecting-and-appraisal 
well was completed in 2007 – well testing 
gave a commercial flow of light oil.

• 10 promising structures are discovered at the 
Temryuksko-Akhtarsky area.

Azov sea
Temryuksko-

Akhtarsky area 

• Program for development of Azov Sea shelf area envisages 300 km2 of 3D seismic 
and 700 km of 2D seismic as well as drilling of 3 prospecting wells during the 
5-year period.

• Oil produced at the Temryuksko-Akhtarsky area will be transported to the shore 
via a pipeline and then dispatched to sea export terminals for further shipping.
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Conclusions

LUKOIL is going to develop dynamically exceeding market 
expectations thanks to:

- Tax burden decrease

- Accelerated refinery throughputs growth

- Gas processing expanding

- Cooperation with state companies

- New discoveries and implementation of efficient projects in 
E&P business segment


