
 

 

LUKOIL – Our Approach to Tax in the UK 

LUKOIL is one of the largest oil companies in Russia, and our primary activities include oil 

exploration, production, refining, marketing and distribution. In the UK LUKOIL currently provides 

consulting services to a third-party bank in connection with LUKOIL shares traded on London Stock 

Exchange and also performs research and development activities in the field of oil exploration. 

Our corporate mission is to make the energy of natural resources serve the interests of mankind, to 

efficiently and responsibly develop the unique hydrocarbon fields entrusted to us by providing 

company growth, the wellbeing of our employees and the community at large. 

Our business activities generate a substantial amount and variety of taxes. We pay corporate income 

taxes, royalties, production taxes, stamp duties, employment and other taxes. In addition we collect 

and pay employee taxes as well as indirect taxes such as excise duties and VAT. The taxes we pay 

and collect form a significant part of our economic contribution to the countries in which we 

operate. 

LUKOIL supports the principle of greater transparency that increases the understanding of tax 

systems and builds public trust.  LUKOIL engages in initiatives to simplify and improve tax regimes to 

encourage investment and economic growth. 

Our Approach to Tax Risk Management and Governance 

We have a standardised approach to tax which is overseen by the global tax function at our ultimate 

parent company PJSC LUKOIL. The Vice President for Tax of PJSC LUKOIL is responsible for tax risk 

management worldwide, including in the UK and the global tax function will provide our UK entities 

with tax support as and when required. 

In the UK, the respective Chief Executive Officer or the Chief Financial Officer of our UK entities is 

responsible for ensuring that our UK tax compliance requirements are satisfied. Any significant tax 

matters must be escalated to the Vice President for Tax of PJSC LUKOIL.  

Our risk management process is an integral part of the global operation of LUKOIL group and 

comprises of the following steps:  

 Risk identification, description and assessment; 

 Determination of risk response; 

 Development and implementation of risk treatment measures; 

 Risk monitoring and monitoring of the implementation of risk treatment measures. 

Our approach to tax risk management is aligned with our global risk management process. 

In order to ensure that our tax risks are appropriately identified and mitigated, our internal audit 

function that is managed by our ultimate parent company will test our tax controls in accordance 

with the group risk management policy. The global tax function of PJSC LUKOIL collaborates with our 

UK entities to make any necessary control improvements. 

The Level of Tax Risk That We Are Prepared to Accept 

Our UK entities adhere to an internal tax risk policy that must be adhered to by all LUKOIL 

subsidiaries – wherever located. Our internal tax risk policy provides clear guidance on how tax risks 

are evaluated and classified. Professional advice is sought where there is any significant uncertainty.  



 

 

Our internal policies also provide guidance as to how our risk tolerance should be measured. At 

LUKOIL, we will not tolerate tax risks which, if realised, would lead to a significant negative impact 

on our business, including our reputation. As such we have a low tax risk tolerance. 

Our Attitude to Tax Planning 

When we consider undertaking any commercial transactions, the potential tax impact is an 

important consideration. However, we adhere to the principle of prioritising the commercial 

rationale of a transaction over any tax considerations. Thus, any transactions which we enter into 

are driven by commercial reasons and tax will never be the driving factor of our transactions. 

We adhere to relevant tax law and we seek to minimize the risk of uncertainty or disputes. 

We conduct transactions between LUKOIL group companies on an arm’s-length basis and in 

accordance with current OECD principles. 

Tax incentives and exemptions are sometimes implemented by governments and fiscal authorities in 

order to support investment, employment and economic development. Where they exist we seek to 

apply them in the manner intended. 

We have a conservative approach to interpreting the tax legislation, and we will interpret tax law in 

the manner as intended by government as well as by the letter of the law.  

Any tax planning opportunities must be reported by the Chief Executive Officer or the Chief Financial 

Officer of our UK entities to the Vice President for Tax of PJSC LUKOIL for appropriate scrutiny and 

approval and to ensure that it is consistent with our global approach to tax. 

Our Approach to Engaging with HMRC 

LUKOIL as a group aims to be actively involved in consultations with tax authorities on new 

legislation or amendments to existing legislation and works to establish a constructive dialogue with 

tax authorities and policy makers globally. This approach is followed in the UK, and we seek to 

maintain a transparent and co-operative relationship with HMRC, bringing any significant tax 

developments to our business to their attention in good time. 

 

 

 

 

 

 

This tax strategy applies to our UK entities, including LUKOIL International U.K. Limited, LUKOIL Accounting & 

Finance Limited (sold out of the group on 20 December 2016), LUKOIL Capital Markets Limited and LUKOIL 

Engineering (UK branch) in accordance with paragraph 22(2) of Schedule 19 to the Finance Act 2016. It applies 

to our accounting period ended 31 December 2017 and was published on 27/12/2017. 

 


