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TRANSPORT

Development of the transport segment helps the Company to
improve logistics management and control transport costs.
LUKOIL delivers its oil and petroleum products via infrastructure
of partner companies (Transneft, Gazprom, etc.) and its own
infrastructure. The Company is continuing to develop its own
export terminals, which significantly reduce transport spending
and make transport arrangements more flexible. In 2009 the
Company exported 8.7 mln tons of crude oil via its own trans-
port terminals, which is 3.1 times more than in 2008. 

Svetly

A terminal at the port of Svetly in Kaliningrad Region 
(20 km from Kaliningrad) was commissioned in 2000. The 
terminal is designed for transshipment of crude oil produced by
LUKOIL�Kaliningradmorneft and of petroleum products. Initial
annual capacity of 1.5 mln tons was increased thanks to work in
2003 and the terminal can now transship as much as 4 mln tons
per year.

In 2004 the channel from the port entrance at Baltiysk was
widened and deepened, making the terminal accessible for
tankers with deadweight up to 20,000 tons (the previous limit
was 12,000 tons). The effect is to increase annual capacity to 
6 mln tons of oil and petroleum products. A system introduced
at the terminal in 2005 increased shipment of base lubricants
and diesel fuel.

In 2009 the Svetly terminal transshipped 2.9 mln tons of crude
oil, petroleum products and gas condensate (83% of the volume
transshipped in 2008). 

Varandey

This terminal with annual capacity of 1.5 mln tons, 
located 4 km from the village of Varandey on the Barents Sea,
began operations in 2000. The terminal was connected to oil 
reservoirs on the coast by an underwater pipeline and could

serve ice�breaking tankers with deadweight up to 20,000 tons.

The terminal was intended for all the year round export
deliveries from the Timan�Pechora oil & gas province, particular-
ly deliveries to the US market. Due to growth of production in
the region and lack of developed transport infrastructure the
decision was taken to build a new terminal with annual capacity
of 12 mln tons of oil.

In 2008 the Varandey terminal was commissioned. Crude oil for
the terminal comes mainly from the Timan�Pechora oil & gas
province, primarily from the Yuzhnaya Khylchuya field.

The work, which has been completed at Varandey, is as follows:
building and commissioning of a stationary, ice�resistant loading
terminal at sea, a shore side tank farm with a capacity of
325,000 cubic metres, two stretches of underwater pipeline,
and also an oil accounting facility, auxiliary reservoirs, a pumping
station, energy supply facilities, a housing estate for duty per-
sonnel, and other infrastructure. Capital expenditures during the
whole period of construction totalled $1.1 bln.

The terminal operates as follows: ice�class shuttle tankers with
deadweight tonnage of 70,000 tons transport oil to a floating
reservoir in the ice�free waters off Murmansk, from where
long�distance tankers with deadweight tonnage of 150,000 tons
deliver the oil to Western Europe and the USA. 

About 7.7 million tons of crude oil were shipped through the ter-
minal in 2009.

Vysotsk

The Vysotsk terminal is located on the Baltic coast in the 
North�West of Russia. Construction began in June 2002 with
the aim of increasing export capacities for crude oil and petrole-
um product exports and reducing transport costs. The first stage
of the terminal, with capacity for 4.7 mln tons of oil and petrole-
um products, was launched in June 2004. In 2005 the second
stage was built and launched, in 2006 – the third stage. Annual
capacity at the end of 2009 was 15 mln tons. The harbour can
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The Caspian Pipeline Consortium (CPC) is a 1,510 km pipeline connecting the fields of
Western Kazakhstan (Tengiz and Karachaganak) with the Russian coast of The black Sea
(Yuzhnaya Ozereyevka terminal). The first framework agreement on construction of the
CPC was signed in mid�1992 between Kazakhstan, Oman and Russia. The first stage of
the pipeline with annual capacity of 28.2 mln tons was put into operation at the end of
2001. Maximum annual capacity of the CPC after completion of all stages of construc-
tion is 67 mln tons.

The oil was shipped through the CPC in October 2001.

Pumping of oil from the Kumkol field through the CPC began in October 2003 (the oil is
carried by pipeline from the field to the town of Dzhusaly, and from there by rail to the
CPC). In May 2004 LUKOIL Group began to pump stable gas condensate from the
Karachaganak field through the CPC system. In November 2004 the CPC began to trans-
port LUKOIL Group oil from the Volga region and Western Siberia.

In 2009 total crude oil deliveries by the Company through the CPC amounted to 1.580 mln
tons. 

accommodate ships with deadweight up to 80,000 tons, giving
a substantial saving on transport costs. The terminal can handle
crude oil, fuel oil, vacuum gas oil and diesel. Since 2005 only
petroleum products have been exported via the terminal.

Petroleum products are supplied to the terminal by 
railway, and by sea�river tankers during navigation season.
Technical characteristics of Vysotsk make it one of the most

up�to�date terminals in the world. Vysotsk allows LUKOIL to
export oil and petroleum products to Western Europe, the USA
and South�East Asia.

In 2009 Vysotsk handled 4.3 mln tons of vacuum gas oil, 4.8 mln
tons of diesel fuel and 4.8 mln tons of fuel oil. Total shipments
in 2009 were 13.9 mln tons, which is 10.3% more than in 2008. 

Caspian Pipeline Consortium (CPC)
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CRUDE OIL AND PETROLEUM PRODUCT MARKETING

LUKOIL retail network

The marketing segment is crucially important to LUKOIL,

because it provides guaranteed outlets for Company products.

The key objective in this segment is to create additional value by

selling to the final consumer at the maximum market price and

ensuring reliable cash flows by reducing price volatility. LUKOIL

sells crude oil, petroleum products, gas processing products and

petrochemicals wholesale, and also carries out retail sales of

petroleum products and petrochemicals. 

LUKOIL sells most of its crude oil on the international market

and much smaller volumes on the domestic market. About 65%

of petroleum products are also marketed abroad.

At the end of 2009 the Company's marketing network covered

26 countries, including Russia, near�abroad and European coun-

tries (Azerbaijan, Belarus, Georgia, Moldova, Ukraine, Bulgaria,

Hungary, Finland, Estonia, Latvia, Lithuania, Poland, Serbia,

Montenegro, Romania, Macedonia, Cyprus, Turkey, Belgium,

Luxembourg, Czech Republic, Slovakia, Croatia and Bosnia and

Herzegovina), as well as the USA. The network includes 199

tank farms and 6,620 filling stations (including franchises).

LUKOIL Group filling stations operate under the following

brands: LUKOIL, Teboil, Getty and Akpet. 

The Company continued optimization of its filling station net-

work in 2009, upgrading or disposing of stations and tank farms

with low-efficiency: The retail network in the USA shed nearly

200 low-efficiency stations. The Group also disposed of 7 low-

efficiency filling stations in Europe, as well as 26 filling stations

and 13 tank farm facilities in Russia. At the same time, con-

struction of highly-efficient stations continued (35 filling stations

were built in Europe, and 40 filling stations in Russia), and

upgrading was carried out at existing stations. As a result of this

strategy average fuel sales per filling station have increased by

11.4% in the last five years.

In 2009 the Company launched Russia’s first dual-use (water –

shore) filling station in St. Petersburg. The station can serve

both vehicles (up to 500 refuellings per day), and small boats

during the navigation period on the River Neva (up to 60 refu-

ellings per day). The station was built to meet strict environ-

mental standards applicable to ordinary filling stations and to sea

terminals for petroleum product transshipment.

LICard is a system of non�cash payment for fuel and other products and services at LUKOIL filling
stations. The system was originally designed to serve LUKOIL fuel cards, used by legal entities. It was
later extended to personal bonus and discount cards, cards of international
payment systems and fuel cards issued by other companies.

As of January 1, 2010, LICard was in operation at 2,814 filling stations, of which 1,886 belong to
LUKOIL Group. The number of LICard fuel cards in circulation amounted to 2.72 mln. A total of 3.2 mln
tons of  petroleum products were sold using the cards in 2009 (8% more than in 2008).
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LUKOIL Group’s position on the Russian petroleum product market

Main routes of LUKOIL international oil and petroleum product trade 

International trade is another distinct business within LUKOIL.
It enables the Company to sell its own products efficiently and
to obtain extra profit from sales of third�party production.

LITASCO (LUKOIL International Trading and Supply Company)
has been the sole agent for the Company's international trading
operations since 2000, carrying out all LUKOIL Group deliveries
and trading operations outside Russia. Transfer of all export 
operations to a single Company simplified export arrangements,
optimized export flows and assured transparency of LUKOIL's
oil and petroleum product exports. LITASCO is consistently

increasing margins on trade operations by optimizing 
management of LUKOIL's delivery channels and by increasing
the volume of trade with third parties.

LITASCO has offices in 9 countries and its main trading offices
are in Switzerland, the USA, Germany, the Netherlands,
Sweden, UAE and Singapore. Expansion by LITASCO to new
markets in Central America, China, and the Middle East has
helped to make LUKOIL into one of the leading oil companies in
the world. 
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MAIN INDICATORS FOR 2009:

Electricity output, bln kilowatt-hours 14.7

Heat production, mln Gcal                16.9

Employees in the segment, th. people                              12.2

LUKOIL created a new business sector in 2008: Power
Generation. The new segment has a special role in the revised
Company’s Strategic development program for 2010–2019 and
Power Generation will be an important factor for growth of
Company cash flows and shareholder value in the long term. 

The new sector includes all aspects of power business, from
generation to transmission and sale of heat and electrical power,
ensuring reliable supplies for the Company’s own needs and for
external customers. As well as UGK TGK-8, which was acquired
at the end of 2008, the Company’s own power generating facil-
ities at oil & gas fields in Russia and a number of power gener-
ators in Bulgaria, Romania and Ukraine, the sector also includes
sale and supplies of heat and electrical power in Russia.

Restructuring of LUKOIL’s power business entered its final
stage in the reporting year. The intended final structuring of the

sector was achieved, consisting of 7 organizations, which began
operations in 2009, including 4 generating companies: LUKOIL-
Astrakhanenergo, LUKOIL-Volgogradenergo, LUKOIL-
Kubanenergo and LUKOIL-Rostovenergo.

The generating companies manage assets of UGK TGK-8, which
was acquired in 2008. The LUKOIL stake in UGK TGK-8 was
increased to 100% in 2009 and the company was transformed
from a public to a private limited company. Power plants are
located in Astrakhan, Volgograd and Rostov regions, Krasnodar
and Stavropol Districts, and the Republic of Dagestan of the
Russian Federation. By purchasing TGK-8 LUKOIL expects sig-
nificant sinergies through natural gas supplies from the
Company’s gas fields located in the Northern Caspian and
Astrakhan region, which will allow the Company to reach effi-
cient gas price.

Total electricity output in 2009 by UGK TGK-8 was about 13.1 bln
kilowatt-hours. Total heat production by generators was 15.1
mln Gcal.

POWER GENERATION

Generating companies of LUKOIL Group
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History and description

¡ LUKOIL-Volgogradenergo began operations in July 2009 using the production property leased from UGK TGK-8. 

¡ LUKOIL-Volgogradenergo consists of 5 heat power plants: VolgoCHP, Volgograd CHP-2, Volzhsky CHP, Volzhsky CHP-2, 
Kamishinsky CHP and Volgograd CHP-3 leased by Kaustik. As part of restructuring the Company created LUKOIL Heating
Transport Company which will manage operation of heat supply networks of Volzhsky, Kamishin and Astrakhan.

¡ Installed electricity output capacityof power facilities is 1,205 MW (excluding CHP-3), installed heat production capacity – 5,079 
Gcal/h. 

¡ Electricity output in 2009 was 3.245 bln kilowatt-hours, heat production totalled 6.544 mln Gcal.

LUKOIL-Volgogradenergo

LUKOIL-Rostovenergo

History and description

¡ LUKOIL-Rostovenergo began operations on the market of Southern Federal District in July 2009. 

¡ LUKOIL-Rostovenergo consists of Rostov CHP-2, Rostov heat supply networks and 5 boiler plants (Rostov-on-Don), Volgodonsk
CHP-1 and CHP-2, Volgodonsk heat supply networks (in the city of Volgodonsk), Kaspiyskaya CHP (in the city of Kaspiysk),
Makhachkalinskaya CHP and Makhachkala heat supply networks (in the city of Makhachkala), Kislovodskaya CHP, 4 boiler plants
and their heat supply networks (in the city of Kislovodsk), as well as Zimlyanskaya CHP and Kamenskaya CHP (in the city of
Kamensk-Shakhtinsky). Volgodonsk heat supply networks are held in trust.

¡ Installed electricity output capacity of power facilities of LUKOIL-Rostovenergo in Rostov region is 843 MW, installed heat pro-
duction capacity – 4,078 Gcal/h.

¡ Total electricity output in 2009 was 2.569 bln kilowatt-hours, heat production was 5.135 mln Gcal.

LUKOIL-Kubanenergo

History and description

¡ LUKOIL-Kubanenergo began operations in July 2009. 

¡ Generating facilities of the company are located in Krasnodarsk region and in the Republic of Adygea. LUKOIL-Kubanenergo
consists of Krasnodarsk CHP and 3 HPPs (Belorechechenskaya, Krasnopolyanskaya and Maykopskaya)

¡ Installed electricity output capacity of power facilities of LUKOIL-Kubanenergo is 736 MW, installed heat production capacity –
856 Gcal/h. 

¡ Total electricity output in 2009 was 4.773 bln kilowatt-hours, heat production amounted to 1.003 mln Gcal.

LUKOIL-Astrakhanenergo 

History and description
¡ LUKOIL-Astrakhanenergo began operations in July 2009.
¡ LUKOIL-Astrakhanenergo consists of 2 CHPs (Astrakhankaya CHP and Astrakhanskaya CHP-2) and 28 boiler plants (in the city

of Astrakhan).
¡ Installed electricity output capacity of power facilities of LUKOIL-Astrakhanenergo is 480 MW, installed heat production capacity
– 1,833 Gcal/h. 
¡ Total electricity output in 2009 totalled 2.550 bln kilowatt-hours, heat production was 2.390 mln Gcal.

Small-scale generating

LUKOIL is continuing rapid development of its own power generating at fields. This enables substantial savings on electricity
purchases and raises the level of utilization of associated gas, which is used as fuel for gas-fired generating. The Group
generated 1.152 bln kilowatt-hours of electricity at its own power generating units in 2009, representing 8.2% of total con
sumption of electricity by the Group in its production activities.
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COMPANY MANAGEMENT STRUCTURE
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COMMITTEES OF THE BOARD OF DIRECTORS



FINANCE

Financial policy

The main strategic mission of LUKOIL Group is to increase
shareholder value. The Company therefore pursues a finance
and credit policy aimed at minimizing the cost of capital
deployed at reasonable risk levels. LUKOIL's finance and credit
policy is tough and well�balanced, with strict controls over the
volume and structure of Company debt. The policy includes a
linkage between the scale of Company debt and the scale of its
business.

In its financial policy LUKOIL strives to maintain the following
ratios:

¡ Debt to capital – less than 30%

¡ Secured debt to total debt – less than 20%

¡ Total borrowings to EBITDA – less than 300%

¡ Net debt to equity – less than 55%

¡ Interest expense to EBITDA – less than 25%

History of corporate borrowings

LUKOIL makes borrowings on Russian and international capital
markets in order to achieve objectives of its financial and credit

policy and, most importantly, to reduce the cost of capital in use.
The market views the Company as a highly dependable 
borrower and offers LUKOIL better debt financing terms than
are available to other privately owned Russian companies.

LUKOIL FINANCIAL POLICY AND SECURITIES

Bonds

Date Maturity, Face value, Quantity, Annual Type of Current
years roubles th. units coupon, % placement status

13.07.95 Registered non- 1 5,000 460 – Open Cancelled at
documentary bonds subscription conversion in 1996

convertible to (1 bond=170 shares)
common shares

17.05.99 Documentary 4 1,000 3,000 6* Open Redeemed
bearer bonds subscription in 2003

16.04.04 Documentary 5 1,000 6,000 7.25 Open Redeemed
bearer bonds subscription in 2009

23.11.06 Documentary 5 1,000 8,000 7.1 Open Placed
bearer bonds subscription

23.11.06 Documentary 7 1,000 6,000 7.4 Open Placed
bearer bonds subscription

Not- Documentary 3 1,000 25,000 13.35 Open Placed
registered bearer bonds subscription

Not Documentary 3 1,000 10,000 9.20 Open Placed
registered bearer bonds subscription

Not Documentary 1 1,000 15,000 13,50 Open Placed
registered bearer bonds subscription

Eurobonds
Date Maturity, Face value, Quantity, Annual Current

years USD th. units coupon, % status

06.05.97 Convertible 5 1,000 230 3.5 Redeemed
eurobonds in 2002

* Rate was subject to change depending on the dollar exchange rate.

69
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LUKOIL shares

Shares of LUKOIL are among the most liquid and attractive
instruments on the Russian stock market today and are also
traded intensively on foreign markets (the London Stock
Exchange, several German exchanges and the US 
over�the�counter market). LUKOIL is thus successfully achieving
one of its main strategic goals – to increase shareholder value
and ensure full access to markets for investment capital. 

In 2009 trading in Company shares represented 5.3% of trading
on the RTS, 6.5% of trading on the MICEX and 18.7% of 
trading in shares of foreign issuers on the IOB section of the
LSE.

Authorized and issued share capital currently consists of 
850.6 mln shares, with Depositary Receipts issued on 68.3% of
these shares. Over 50,000 individuals and legal 
entities worldwide are Company shareholders.

LUKOIL's dividend policy is based on strict observance of share-
holder rights and maintenance of a balance of interests between
the Company and its shareholders as well as on the Company’s
internal documents. The Company decided in 2009 to steadily
increase the share of dividends in net income from previously
approved 15% to 30%. Dividends for 2009 were approved at 52
roubles per share ($1.72 at the exchange rate as of December
31, 2009), which corresponds to the level of the previous year.
The share of dividends in net income will thus be more than
20%, which considerably exceeds the level of 2008.

History of Company share capital

1993

The overall privatization plan is approved and a first issue of
LUKOIL shares is registered, consisting of 8,184,213 common
shares with par value of 1,000 roubles each.
The Russian Government takes 90.77% of share capital and
remaining shares are distributed to employees or kept back for
share swaps with subsidiaries. 

1994

The first privatization sales of LUKOIL shares are held and 
organized trading of Company shares on the secondary market
begins. As a result, the share of the Russian Government in
share capital declines to 80.54%. A further 3,320,463 common
shares and 379,527 preferred shares are issued, increasing
share capital to 11,884,203 shares.

1995

The Company carries out 2 share splits, dividing one share with
1,000 roubles par value into 40 shares with par value of 
25 roubles each. The first annual general meeting of 
shareholders decides on further issue of 189,364,351 common
and 49,830,784 preferred shares, which are placed by closed
subscription among shareholders of subsidiaries in exchange for
shares of those subsidiaries in order to consolidate Company
assets. As a result, Company share capital consists of
714,563,255 shares with par value of 25 roubles. The 
government stake in share capital decreases to 55% due to a
number of auctions and cash sales, and due to the policy of 
consolidating subsidiaries. Atlantic Richfield Company (ARCO)
becomes a major shareholder and a strategic partner of LUKOIL
upon acquisition of a 6.3% stake in LUKOIL capital for $250 mln
through a purchase of convertible bonds and their further 
conversion into common shares.

1996

LUKOIL becomes one of the first Russian companies to place
American Depositary Receipts (ADRs) on the international 
market. LUKOIL ADRs start trading on German stock exchanges
and the US over�the�counter market. About 20% of Company
share capital is converted into ADRs. 
As part of the privatization program, bonds issued in 1995 are
converted into LUKOIL shares owned by the Federal
Government, representing 11% of share capital. This operation
and further investment auctions and cash sales reduce the
Government stake in LUKOIL share capital to 33%. 

1997

Full consolidation of shares of main LUKOIL subsidiaries is 
completed through their exchange for shares of the Company.
For this purpose a new issue of 19,800,000 common and
12,200,000 preferred shares is carried out. The shares are
placed by subscription among shareholders of subsidiaries in
exchange for shares of the subsidiaries. As a result, Company
share capital increases by 4.5% to 746,563,255 shares. The
Government stake in share capital declines to 27%.

1999

The Company issues 69,000,000 new common shares to be
swapped for 11,500,000 preferred shares (at a rate of 

03.11.97 Convertible 6 1,000 350 1 Redeemed
eurobonds in 2003

29.11.02 Convertible 5 1,000 350 3.5 Redeemed
eurobonds in 2007

31.05.07 Eurobonds 10 100,000 5 6.356 Placed

31.05.07 Eurobonds 15 100,000 5 6.656 Placed

06.11.09 Eurobonds 5 100,000 5 6.375 Placed

06.11.09 Eurobonds 10 100,000 10 7.250 Placed
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1 preferred for 6 common). The swap increases share capital to
815,563,255 shares. The Government stake in share capital
declines to 24%. 

2000

In accordance with a Russian Government decision, a 9% stake

in LUKOIL, owned by the Government, is sold via a commercial

competition with investment conditions to the Cyprus company,

Reforma Investment Ltd, for $200.005 mln. A cash auction is

also held, at which the Government sells 1% of the Company.

As a result, the Government stake in LUKOIL declines to 14%

by the end of the year. 

2001

LUKOIL issues 35,000,000 new shares for conversion of

Company eurobonds and for purchase of other assets. The new

issue increases share capital by 4.3% to 850,563,255 shares. 

All of the Company's preferred shares are converted into 

common shares at a rate of 1 to 1 (in many cases at other 

companies, preferred shares were converted at rates of 1 to

several, leading to dilution of share capital).

2002 

LUKOIL becomes the first Russian Company to obtain a full 

secondary listing on the London Stock Exchange. Company

common shares begin to trade on the LSE in ADR form. 

A 5.9% Russian Government stake in LUKOIL is placed on the

London Stock Exchange for $775 mln. The Russian Government

stake in the Company declines to 7.59% after the sale. 

2003 

Official LSE data in March 2003 show that LUKOIL shares are

the most liquid instruments in their group: LUKOIL shares 

represent 36.6% of LSE trading in shares of companies from

Central and Eastern Europe. 

2004

The Property Ministry of the Russian Federation completes 

privatization of LUKOIL by offering the remaining 7.59%

Government stake for sale at auction. An affiliate of the 

US company ConocoPhillips wins the auction, buying the stake

for $1.988 bln ($30.76 per share). LUKOIL thus becomes fully

privately owned. 

2005

LUKOIL changes the ratio between Depositary Receipts and

common shares in its two most liquid Depositary Receipt 

programs: from 1 Depositary Receipt representing 4 common

shares to 1 Depositary Receipt representing 1 common share.

The main purpose of the change is to increase liquidity and thus

make Depositary Receipts more attractive for all types of

investors.

2006

ConocoPhillips increases its stake in LUKOIL share capital to

20%, as stipulated in the Shareholder Agreement. LUKOIL

decides to buy back its own shares to maximum value of $3 bln

in 2006–2008 (including $782 mln in 2006).

2007

LUKOIL places two equal tranches of Eurobonds with maturities

of 10 and 15 years for a total of $1 billion. Coupon rate on the

10�year tranche was 6.356%, and the rate on the 15�year

tranche was 6.656%. The Company continued its share

LUKOIL share price performance, $
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buy�back program in 2007, spending $712 million in the course

of the year.

2008

Authorized and issued share capital remianed unchanged and
consisted of 850.563 mln shares. Purchase of treasury stock
amounted to $219 mln. Besides, treasury stock was used as
payment for 95.53% of UGK TGK�8.

2009

In November 2009 the Group carried out an issue of Eurobonds
totalling $1.5 billion. The first tranche of $900 million with
redemption date in 2014 was placed at 6.375% and the second
tranche of $600 million with redemption date in 2019 was
placed at 7.250%. This was the first Eurobond placement by a
Russian issuer for more than a year and the placement terms
were highly favourable for the Company thanks to strong
demand from investors

TAX ENVIRONMENT

LUKOIL's business is subject to taxation inside and outside
Russia. The scale of the Company's business inside Russia
means that its situation as a taxpayer is mainly defined by taxes,
payable in that country. In 2009 taxes paid in Russia 
represented 81% of all tax payments by LUKOIL. The main
taxes paid by the Group in Russia are listed below. 

Corporate income tax

Date introduced: 1992

Object: income received by an organization, reduced by incurred
costs, defined in accordance with Russian tax law

Tax payers: Russian and foreign organizations, which carry out
business or have a source of income in the Russian Federation

Tax rate: Maximum income tax rate is 20% effective from
January 1, 2009.

Impact on Company business: payment of income tax by the
Company decreased by 42.5% in 2009 compared with 2008 and
totalled $1,994 mln. The effective income tax rate in 2009 was
22.0%, which is higher than the maximum statutory rate of
20%. This is attributable to the fact that some costs incurred in
the current period were not tax deductible or only deductible to
a certain limit.

Corporate property tax

Date introduced: 1992 

Object: real estate and other property of organizations, which is
classed on the balance sheet as fixed assets

Tax payers: Russian and foreign organizations, carrying out 
business and/or having property in Russia

Tax rate: set by regional parliaments; the maximum rate is 2.2%

Impact on Company business: Company spending on property
tax in 2009 was $470 mln, which is $65 mln more than in 2008 

Unified social tax

Date introduced: 2001

Object: wages and other disbursements paid to individuals
under employment and other civil law contracts (except those
paid to individual enterpreneurs)

Tax payers: entities, which make the above payments and 
disbursements to individuals (employees)

Tax rate: regressive scale (maximum rate – 26%, on taxable
annual wages and disbursements per employee up to a level of
280,000 roubles, calculated cumulatively from the start of the
year)

The unified social tax is paid to the federal budget, to the social
insurance fund and to medical insurance fund

Impact on Company business: Company spending in 2009 on
social taxes and charges was $399 mln, which is 22.1% less
than in 2008

Mineral extraction tax (oil)

Date introduced: 2002 

The mineral extraction tax replaced three forms of payment for
use of mineral resources, which existed previously – sub�soil
resource tax, payments to finance replacement of mineral
resources, and excise payments on oil and gas condensate.

Object: mineral resources, extracted on territory under Russian
jurisdiction

Tax payers: organizations and individual enterpreneurs, who
qualify as extractors of minerals under Russian law

Amendments to the mineral extraction tax were approved in 2008 and came into force from 2009. The amendments

change the untaxed minimum oil price from $9 to $15 per barrel and make it no longer necessary to use direct accounting for oil

production volumes in order to obtain tax remissions at fields with high�viscosity oil. The amendments also offer mineral extrac-

tion tax holidays to companies, which explore and produce hydrocarbons at offshore fields. (The tax holidays last 10 years for

companies, which only produce hydrocarbons, and 15 years for companies involved in both exploration and production). The tax

holiday ends when cumulative poduction reaches 35 mln tons. In addition, the amendments envisage seven�year tax holidays for

companies, which carry out hydrocarbon exploration and production on the Yamal Peninsula and in Timan�Pechora.
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Base tax rate (2005–2009): 419 roubles per ton (applicable tax
rate is calculated each month using a coefficient which reflects
changes in world prices for oil)

Average rate in 2009: 2,302.9 roubles per ton 

Impact on Company business: the mineral extraction tax,
together with export duties, is the most significant part of the
tax burden on oil companies. In 2009 LUKOIL paid $5.40 bln as
mineral extraction tax (25.3% of total tax payment by the
Company)

Mineral extraction tax (gas)

Date introduced: 2002 

Object: gas produced on territory under Russian jurisdiction

Tax payers: organizations and individual enterpreneurs, who
qualify as extractors of minerals under Russian law

Tax rate (2009): 147 roubles per th. cm for natural gas and 
0 roubles per th. cm for associated petroleum gas

VAT

Date introduced: 1992 

Object: sale and transfer of goods, services and property rights
inside Russia as well as construction and assembly work for the
Company's own consumption and import of goods across the
Russian customs area

Tax payers: organizations, individual enterpreneurs

Tax rate: 18%; a lower rate of 10% is applicable for taxation of
basic food goods, medical goods, goods for children, printed
periodicals and books related to education, science and culture;
0% rate is applicable to export operations

Excise (petroleum products)

Date introduced: 1992

Object: sale of products liable to excise in Russia
Products liable to the tax: automobile gasoline; diesel fuel;
motor oils for diesel and (or) carburettor (injection) engines;
naphta

Payers: organizations and individual enterpreneurs (since
January 1, 2007 – refineries, but not organizations selling petro-
leum products as in 2003–2006)

Rate: excise rates for petroleum products are reviewed 
annually by the Russian Government. However, the
Government has kept rates unchanged in 2009 in order to limit
domestic price rises for gasoline

Petroleum products excise (2005–2009), roubles per ton

High�octane gasoline 3,629 

Low�octane gasoline 2,657 

Naphta 2,657 

Motor oils 2,951 

Diesel fuel 1,080

Impact on Company business: excises paid by LUKOIL on sale
of petroleum products in Russia totalled $0.76 bln in 2009.
Besides, $3.52 bln were paid abroad

Export duties (oil)

Date introduced: 1992

Object: oil and gas condensate transported beyond the borders
of Russia

Payers: organizations exporting oil and gas condensate from
Russia

Rate: see the insert below

Average rate in 2009: $179.9 per ton

Impact on Company business: total duties paid on exports of oil
and petroleum products in 2009 were $8.77 bln (40.7% of total
tax paid by the Company), which is an decrease of 46.5% 
compared to 2008

Export duties (petroleum products)

Date introduced: 1992

Object: petroleum products transported beyond the borders of
Russia

Payers: organizations exporting petroleum products from Russia

Rate: different rates apply for different petroleum products
types (light and dark), and rates are subject to change by the
Russian Government depending on changes in prices for oil
Average rate in 2009: $133.5 per ton for light products and $71.9
per ton for dark products

Export duties (gas)

Date introduced: 1992

Object: gas transported beyond the borders of Russia

Payers: organizations exporting gas from Russia

Rate: natural gas in a gaseous state is liable to export duty at
30% of its value for customs purposes; a zero rate for customs
duties on export of liquefied natural gas was introduced in 2006
(previously 40 euros per ton)

The Russian Government decided to change over to a new system for calculating the oil export tariff from December

1, 2008. The new system sets a new level of tariffs each month based on monitoring of prices from the 15th day of each calen-

dar month to the 14th day of the next month, inclusive. Rates are set from the 1st day of each calendar month after the end of

the monitoring period. So the tariff in December is calculated using the average price for Russian oil from October 15th until

November 14th. (Previously export tariffs were reviewed once every two months based on two�monthly monitoring of Russian

Urals crude prices on the international market).



Dependence of crude oil export tariff rate and mineral extraction tax rate

on oil prices (model applied in 2006–2009), $ per barrel

Mineral extraction tax (MET), $ per ton

2004 2005–2008 2009-2010

Oil price $ per barrel Urals oil price

Base oil price $ per barrel 8 9 15

Base tax rate roubles per ton 347 419 419

Base rouble/$ 
exchange rate rouble/$ 31.5 29.0 29.0

* From January 1, 2007.

The rate of the mineral extraction tax changes each month. For example, the tax rate for

June is calculated in July based on the average international market price for Urals crude

in June.

Crude oil export tariff, $ per barrel

Tariff rate, $ per barrel

Oil price (P), $ per barrel  before June 2004 after June 2004

P < 15 0 0

15 < P < 20 (P – 15) x 35% (P – 15) x 35%

20 < P < 25 (P – 15) x 35% 1.75 + (P – 20) x 45%

P > 25 3.5 + (P – 25) x 40% 4.0 + (P – 25) x 65%

The export tariff rate on crude oil is revised each month. For example, the export tariff

rate for April is calculated in March based on the average price of Urals oil on the interna�

tional market from February, 15th to March, 14th, inclusive.
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Certain statements in this document are not historical facts and are "forward�looking". We may from time to time make 

written or oral forward�looking statements in reports to shareholders and in other communications. Examples of such

forward�looking statements include, but are not limited to:

– 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.

Forward�looking statements that may be made by us from time to time (but that are not included in this document) may also include

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

items or ratios. 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, fore-

casts, 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 for-

ward�looking statements.

These factors include:

– inflation, interest rate and exchange rate fluctuations;

– the price of oil;

– the effects of, and changes in, Russian government policy;

– the effects of competition in the geographic and business areas in which we conduct operations;

– the effects of changes in laws, regulations, taxation or accounting standards or practices;

– our ability to increase market share for our products and control expenses;

– acquisitions or divestitures;

– technological changes; and

– our success at managing the risks of the aforementioned factors.

This list of important factors is not exhaustive. 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, subject to any continuing obliga-

tions under the Listing Rules of the U.K. Listing Authority, 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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All information in this document is presented as of 31.12.2009. This document does not reflect any changes
that happened after that date, unless specified.

Concepts and Terms Used in the Document
The references to LUKOIL, LUKOIL Group, 'Group', 'the Company', 'we' and 'our' in this document all refer to
LUKOIL and/or its subsidiary enterprises, LangepasUrayKogalymneft (predecessor of LUKOIL in 1991–1993) 
depending upon the context, in which the terms are used. 
Reserves and production data for ConocoPhillips are stated excluding share in OAO LUKOIL.
Sources of information

Abbreviations

REFERENCE INFORMATION

More information about the Company is available at LUKOIL's website at www.lukoil.com (Russian version) or
www.lukoil.ru (English version).

By visiting out site you can find out more about LUKOIL's main businesses and Company results, as well as staying
informed about new developments in all spheres of LUKOIL business. The site also provides information about
Company policy and involvement in social and environmental affairs. 

A section of the site for investors and shareholders provides the Company's financial results, history of dividend pay-
ments, share prices and accounts. A number of presentations for the investment community are also available through
this section of the site. 

Legal Address 
and Central Office
11, Sretensky Boulevard, 
Moscow, Russia 101 000

Central Information Service
Tel: +7 (495) 627�44�44, 628�98�41 
Fax: +7 (495) 625�70�16

Shareholder Relations 
Department
Tel: +7 (495) 627�48�84, 
(499) 973�73�46
Fax: +7 (495) 627�41�91
Email: shareholder@lukoil.com

Investor Relations Department
Tel: + 7 (495) 627�16�96
Fax: + 7 (495) 981�72�88
Email: ir@lukoil.com

Press Service
Tel: +7 (495) 627�16�77
Fax: 7 (495) 627�16�53
Email: pr@lukoil.com

LUKOIL Stock & Consulting Center 
3 (Building 1), Pokrovsky Boulevard,
Moscow, Russia 109 028
Tel: + 7 (495) 627�41�91, 627�43�80 
Fax:+ 7 (495) 627�41�91 

NIKOIL Registrar Company
28, 3rd Ulitsa Yamskogo Polya,
Moscow, Russia 125 993
Tel/fax: +7 (495) 755�90�77 
(for legal entities)
+ 7 (495) 933�67�39 
(for individuals)

LUKOIL Publications
Electronic versions of the following
reports are available on the Company
web site (www.lukoil.com)
1. Annual Report.
2. Consolidated Financial Accounts.
3. Quarterly Consolidated Financial
Accounts.
4. Management Discussion of
Company Performance.

¡ Information provided by the Ministry of Industry and
Energy of Russia 

¡ Information provided by the State Committee for
Statistics of the Russian Federation

¡ Annual reports of major international privately owned
oil companies

¡ Statistical Review of World Energy 2009 (British
Petroleum)

¡ Annual Statistical Bulletin (OPEC)

¡ Worldwide Refinery Capacities as of January 1,
2010 (Oil & Gas Journal)

¡ Platt’s

$ or USD — United States Dollars
boe — barrel of oil equivalent (1 boe = 6,000 cubic feet
of gas)
tсf — trillion cubic feet
bсf — billion cubic feet

mcf — million cubic feet
th. cf — thousand cubic feet
bcm — billion cubic meters
mcm — million cubic meters
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