
"One of the most important 
achievements in 2017 was our 
long-term strategy update. 
We took the decision to focus 
on the organic growth of 
our business, unlocking its 
potential formed for many 
years of work."
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In 2017 we delivered outstanding results 
despite the volatile macro environment and 
external production limitations. Each of the 
business segments was steadily growing while 
our consolidated financial results reached 
historical peak. Yet again, our business model 
proved its high efficiency and LUKOIL continued 
to develop and create shareholder value.

One of the most important achievements in 
2017 was our long-term strategy update. We 
took the decision to focus on the organic 
growth of our business, unlocking its 
potential formed for many years of work. This 
path among other things requires proactive 
efficiency improvement work, technology 
advancement, leveraging accumulated 
competencies. 

The main goals of the updated strategy are 
sustainable organic production growth 
focused on the increasing share of high-margin 
projects, continuous efficiency improvement of 
the refineries and sales network, development 
of priority sales channels as well as delivery 
of our progressive dividend policy at the 
conservative oil price assumption. The strategy 
also allows for the additional shareholder 
distributions and reinvestments into the 
business development in case of a more 
favorable market environment. An important 
strategic priority is responsible business 
conduct and adherence to the principles of 
sustainable development. 

DEAR SHAREHOLDERS,

Our 2017 development track was fully in line 
with our strategic goals.

Due to the development of priority projects, 
the share of high-margin volumes in total 
production increased by almost one and a 
half times as compared to 2016. The average 
daily production at the V. Filanovsky field 
in the Caspian Sea brought online in 2016, 
substantially grew and the total accumulated 
field’s output exceeded 5 million tonnes. We 
completed major construction works and 
started drilling from the field’s second fixed 
platform that will allow to reach sustainable 
daily production level already in 2018. The 
development of the Pyakyakhinskoye field in 
West Siberia was fully in line with our plans, 
where we produced over 1.5 million tonnes of 
oil and gas condensate as well as 3.2 bln cubic 
meters of gas. 

Thanks to the launch of new steam-
generation capacities and drilling of new 
wells the production of high-viscosity oil at 
the Yaregskoe field and the Permian reservoir 
of the Usinskoe field in Timan-Pechora grew 
by more than 10%. Active work with hard-
to-recover reserves including the use of 
the most appropriate technological solutions 
for drilling and well completion, drove the 
production growth from low-permeability 
reservoirs of more than 40%. 

Despite the external production limitations in 
Russia, we increased our total hydrocarbon 
production by 2.5% driven by the rapid growth 
of gas production. 

I would like to emphasize specifically our 
achievements in Uzbekistan that evidence 
our ability to develop efficiently large-scale 
projects. We’ve built the first train of Kandym 
gas processing plant in record times, 25% 
ahead of the planned schedule. We reached 
plateau production level at Gissar group of 
the fields which was fully in line with our 
plans. All these led to 44% increase in 2017 gas 
production in Uzbekistan. 

We performed a substantial preparatory work 
for the development of the fields discovered in 
2015 in the Baltics. That led us to the readiness for 
the development drilling at D41 already in 2018. 

The results of our oil refining business were by 
far not any less impressive. As compared to 
2016 we have not only increased the refining 
throughput volumes, but also significantly 
improved our refined products slate, increased 
the share of high value-added products. Light 
product yield at our refineries grew to 71%, fuel 
oil and vacuum gasoil production decreased by 
3.4 million tonnes. We continued our active work 
on efficiency improvements of our refineries 
and cross-refinery integration. 
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We delivered impressive growth in premium 
sales channels due to the high quality of 
our products and customer focus. The sales 
volumes of bunkering fuel and branded 
lubricants grew by 36% and 14% respectively. 
The volumes of aircraft refueling grew by 18%. 
We started the production and sales of high-
tech ECTO-100 fuel with improved operational 
and ecological characteristics that immediately 
won recognition by our customers. Our annual 
sales volumes of refined products in Russia 
increased 10 million tonnes for the first time. 

We conitnued to optimize the logistics of 
our supplies to the end customers. In 2017 
we launched the supply of our gasoline from 
Nizhniy Novgorod refinery via the pipeline 
to Moscow region. In addition, we launched 
pipeline deliveries of diesel fuel from Volgograd 
Refinery to export via Novorossiysk port. These 
changes allow us to increase meaningfully the 
marketing efficiency of our products.

Our achievements in the area of 
environmental and industrial safety were 
also remarkable. We improved all the key 

indicators. We have reached 95% useful 
associated petroleum gas utilization that 
lowered our greenhouse gas emissions. We 
decreased the water consumption and utilized 
the industrial waste in full second year in a row.

Taking into account the growing responsibility 
of the business for the quality of future life 
on the planet and aspirations towards low 
carbon economy, we continue to develop 
alternative energy sources. We installed solar 
panels with the total capacity of 10 MW in the 
unutilized area of Volgograd Refinery. This is our 
first large solar energy project in Russia. The 
delivery of this project became possible due to 
the government support of renewable energy 
sources in Russia. 

High standards of industrial safety, our 
continuous work on personnel training and 
closer subcontractor cooperation allowed us 
to maintain the decreasing trend of accidents 
rate. Not only our employees, but also 
subcontractors’ and partners’ employees are 
using our unique training center in Astrakhan. 

Our financial results speak for themselves. We 
reached all-time high EBITDA in the amount 
of 832 billion rubles. We delivered sustainable 
high free cash flow in the amount of 
247 billion rubles in 2017. The Board of Directors 
recommended a dividend in the amount of 
215 rubles per share which exceeds the 2016 
dividend by 10.3% and is 7.8 percentage points 
above the inflation. Our dividends are growing 
the twentieth year in a row. 

The growth of world economy, population 
and the quality of life will form the additional 
demand for the energy. Our mission as one of 
the key global energy markets participants is 
to satisfy this demand. We understand that 
with the development of new technologies 
and growing attention to the environmental 
matters, the hydrocarbon market will be 
inevitably evolving. Despite the steady demand 
growth, the chances for significant oil price 
volatility are quite high. In such circumstances, 
we think that the companies with the highest 
flexibility, capable of operating effectively in the 
changing macro environment will succeed the 
most.
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I would like to thank all of you for the unfailing trust in the 
Company and I’m pleased to present you 2017 Annual Report 
of PJSC LUKOIL, where we reported in the details the results of 
our 2017 operations and future priorities. Vagit Alekperov 

President and Chairman of the 
Management Committee of PJSC LUKOIL

247
RUB bln

Free cash flow in 2017

2017

2016

2015 816.7

730.7

831.6

EBITDA1, RUB bln 
+13.8%

1 EBITDA is calculated as operating income before depreciation and 
amortization.

2 Recommended by the Board of Directors total dividend per share 
for 2017.

2017

2016

2015 177

195

215

Dividend per share, RUB 
+10.3%
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Today we have a high-quality asset portfolio. 
We have a vast resource base and our reserves 
life is 19 years. We have one of the most 
advanced oil refineries and well-developed 
sales network. Our effective business-model, 
based on the high level of vertical integration 
ensures our sustainable development in any 
macro environment. Our key goal is business 
development and improvement of financial 
results through the most efficient capital 
reinvestment. We are focused on continuous 
efficiency improvement and development of the 
technological potential in order to accelerate 
the involvement of existing hydrocarbon 
resources into the production and boost the 
results of each business segment. 

Our main asset is the team of professionals, our 
employees, who invest their skills and talents to  
attain Company’s strategic goals. 

With such a strong base we are looking into 
the future with confidence and will continue 
to create value for all the stakeholders, while 
maintaining the leading positions among 
socially responsible companies, largest 
taxpayers and the most reliable employers in 
the regions of operations. 
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