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Business overview 

The primary activities of LUKOIL and its subsidiaries are hydrocarbon exploration, production, refining, marketing and 

distribution. 

/8.2,/� LV� RQH� RI� WKH� ZRUOG¶V� ODUJHVW� SXEOLFO\� WUDGHG� YHUWLFDOO\� LQWHJUDWHG� HQHUJ\� FRPSDQLHV�� 2XU� SURYHG� UHVHUYHV�

under SEC standards amounted to 15.8 billion BOE at 1 January 2020 and comprised of 12.0 billion barrels of crude oil 

and 22.5 trillion cubic feet of gas. Most of our reserves are conventional. We undertake exploration for, and production 

of, crude oil and gas in Russia and internationally. In Russia, our major oil producing regions are West Siberia, Timan-

Pechora, Ural and Volga region. Our inteUQDWLRQDO� XSVWUHDP� VHJPHQW� LQFOXGHV� VWDNHV� LQ� 36$¶V� DQG� RWKHU� SURMHFWV� LQ�

Kazakhstan, Azerbaijan, Uzbekistan, Romania, Iraq, Egypt, Ghana, Norway, Cameroon, Nigeria, Mexico, the Republic 

of Congo and the UAE. Our daily hydrocarbon production in the first quarter of 2020 amounted to 2.4 million BOE, 

with liquid hydrocarbons representing approximately 77% of our overall production volumes. 

LUKOIL has geographically diversified downstream assets portfolio primarily in Russia and Europe. Our downstream 

operations include crude oil refining, petrochemical and transport operations, marketing and trading of crude oil, natural 

gas and refined products, power generation, transportation and sales of electricity, heat and related services. 

We own and operate four refineries located in European Russia and three refineries located outside Russia ± in 

Bulgaria, Romania, and Italy. Moreover, we have a 45% interest in the Zeeland refinery in the Netherlands. We also 

own two petrochemical plants in Russia and have petrochemical facilities at our refineries in Bulgaria and Italy. Along 

with our own production of refined products, we refine crude oil at third party refineries depending on market 

conditions and other factors. Throughput at our refineries in the first quarter of 2020 amounted to 1.4 million barrels per 

day, and we produced 0.3 million tonnes of petrochemicals. 

We market our own and third-party crude oil and refined products through our sales channels in Russia, Europe, South-

East Asia, Central and North America and other regions. We own petrol stations in 19 countries. Most of our retail 

networks are located close to our refineries. Our retail sales in the first quarter of 2020 amounted to 3.1 million tonnes 

of refined products. 

We are involved in production, distribution and marketing of electrical energy and heat both in Russia and 

internationally. In the first quarter of 2020, our total output of electrical energy was 5.5 billion kWh.  

Our operations and finance activities are coordinated from headquarters in Moscow. We divide our operations into three 

PDLQ� EXVLQHVV� VHJPHQWV�� ³([SORUDWLRQ� DQG� SURGXFWLRQ�´� ³5HILQLQJ�� PDUNHWLQJ� DQG� GLVWULEXWLRQ�´� DQG� ³&RUSRUDWH� DQG�

RWKHU´�  

Impact of COVID-19 on the Group’s operations 

In December 2019, the emergence of a new strain of coronavirus (COVID-2019) was reported in China and has 

subsequently spread globally. On 11 March 2020, the World Health Organization declared the COVID-19 outbreak a 

pandemic. Mobility restrictions, quarantines and similar lockdown measures implemented in different countries to cope 

with the pandemic had a significant negative impact on the global economy. Deceleration of economic activity resulted 

in a substantial decrease in demand for hydrocarbons leading to oversupply on the international oil market and a sharp 

decline in oil prices. Failure of OPEC+ countries to reach a new agreement on crude oil production quotas in the 

beginning of March put an incremental pressure on oil prices. As a result, the price for Brent collapsed to a 20-years 

minimum of $13 per barrel in April. On 12 April 2020, OPEC+ countries entered into a new agreement to reduce their 

collective output by 9.7 million barrels per day starting from 1 May 2020. This coordinated production cut together with 

the negative impact of low oil prices on crude oil production in different countries resulted in lower supply of crude oil 

and reduction of surplus on the crude oil market and led to a gradual recovery of oil prices. This upward oil price trend 

was further supported by the start of gradual lifting of lockdowns in different countries, recovery in economic activity 

and respective growth in demand for hydrocarbons. As a result, the price for Brent exceeded $34 per barrel by the end 

of May. 

From the beginning of COVID-19 pandemic the Group has taken necessary measures to avoid direct impact of the 

pandemic on its operations with a special focus on protection of the health of employees and clients and uninterrupted 

production processes.  

The major impact of COVID-19 on the macroeconomic environment in the oil and gas industry resulted in a number of 

consequences on operational and financial performance of the Group. 

From February 2020, we reduced production of gas at our projects in Uzbekistan to approximately 40% of the projects 

capacity due WR� WKH� ODFN� RI� GHPDQG� IRU� JDV� IURP� &KLQD�� 7KLV� KDG� DQ� LPSDFW� RQ� WKH� *URXS¶V� RYHUDOO� K\GURFDUERQ�

production in the first quarter, April and May of 2020. 
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Due to the new OPEC+ agreement we cut our crude oil production in Russia by approximately 310 thousand barrels per 

day, or by 19%, as compared to our daily crude oil production in Russia in the first quarter of 2020. To minimize the 

negative impact of this production cut on our financial performance the cut was implemented at the least profitable 

fields. According to the current terms of the agreement we may increase our crude oil production in Russia by 

approximately 60 thousand barrels per day from 1 July 2020, additionally by approximately 60 thousand barrels per day 

from 1 January 2021 and then recover the rest from 1 May 2022. Due to the new OPEC+ agreement crude oil 

production was also reduced at some of our international projects. For example, in May we cut production at the West 

Qurna-2 project in Iraq by 70 thousand barrels per day. 

Our refining and marketing segment was also affected as demand for jet fuel and motor fuels declined substantially, 

which had a negative impact on the benchmark refining margins and sales volumes. We adjusted the product slate and 

optimized utilization rates at our refineries in April and May 2020 in order to efficiently react to the adverse macro 

changes. As a result of optimization as well as major scheduled maintenance works at several refineries average daily 

refinery throughput volumes in May were reduced by approximately 40% at our European refineries and by 

approximately 20% at our Russian refineries compared to the first quarter of 2020.  

We also faced a steep decline in the retail sales volumes of motor fuels at our filling stations in Russia and other 

countries. Average daily retail sales volumes in April declined by approximately 40% as compared to April 2019. 

However, in May 2020, retail sales volumes started recovering on the back of the recovery in economic activity in 

different countries. 

The impact of the pandHPLF�RQ�WKH�*URXS¶V�ILQDQFLDO�SHUIRUPDQFH�LQ�WKH�ILUVW�TXDUWHU�RI������LV�GLVFXVVHG�LQ�GHWDLO�LQ�

the below discussion and analysis. Management expects that as a result of the effects of the pandemic the 

macroeconomic environment in the oil and gas industry will remain volatile. Management will continue monitoring the 

situation closely to ensure prompt reaction to the rapidly changing environment. 

Management believes that the Group is in a solid financial condition and has adequate liquidity with net financial debt 
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Key financial and operational results 

 Q1 Q4 Change,         Q1 Change, 

 2020 2019 % 2020 2019 % 

 (millions of rubles) 

Sales ....................................................................................   
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In the second quarter of 2019, a Group company entered into a contract with New Age M12 Holdings Limited to 

acquire a 25% interest in the Marine XII license in the Republic of Congo (Congo-Brazzaville). In September 2019, the 

transaction in the amount of 51.4 billion RUB ($768 million) was closed after all the customary conditions, including 

approval by the government of the Republic of Congo, were fulfilled. 

Subsequent events 

On 6 May 2020, a Group company raised new debt via issuance of new non-convertible bonds totaling $1.5 billion 

(109.1 billion RUB). The bonds were placed with a maturity of 10 years and a coupon yield of 3.875% per annum. All 

bonds were placed at face value and have a half year coupon period. LUKOIL intends to use the net proceeds of the 

issuance for general corporate purposes. The bonds have been assigned a rating of BBB+ by Fitch and BBB by 

Standard & Poor's. 
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Tax on additional income. Starting from 2019, a tax on additional income from the crude oil and gas condensate 

production (hereinafter TAI) has been implemented for certain license areas. The TAI rate is set at 50% and is applied 

to the estimated sales revenue less actual and estimated costs, where actual costs include both operating expenses and 

capital expenditures. Moreover, TAI tax base may be reduced by the historical cumulative losses attributable to the 

license area. For crude oil production subject to TAI, a special mineral extraction tax rate formula is applied. The 

special mineral extraction tax rate (in US dollars per barrel) equals to 50% of the difference between Urals oil price and 

$15 less the enacted export duty rate. 

TAI is implemented for four groups of license areas. In Group 1, LUKOIL has nineteen license areas with greenfields in 

new regions, including Pyakyakhinskoye field, and a number of fields in Timan-Pechora. In Group 3, LUKOIL has 

eight license areas with brownfields in West Siberia. In Group 4, LUKOIL has two license areas with greenfields in 

traditional regions (West Siberia). 

7$,�KDV�VLJQLILFDQW�SRVLWLYH�LPSDFW�RQ�GHYHORSPHQW�SODQV�IRU��DQG�SURGXFWLRQ�SURILOH�RI��WKH�&RPSDQ\¶V�OLFHQVH�DUHDV�

subject to TAI.  

Crude oil export duty rate is denominated in US dollars per tonne of crude oil exported and is calculated by 

multiplying the base export duty rate calculated on a monthly basis by the adjusting factor from tables below. 
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Segments highlights 

Our operations are divided into three main business segments: 

 Exploration and Production ± which includes our exploration, development and production operations 

related to crude oil and gas. These activities are primarily located within Russia, with additional activities in 

Azerbaijan, Kazakhstan, Uzbekistan, the Middle East, Northern and Western Africa, Norway, Romania and 

Mexico.  

 Refining, Marketing and Distribution ± 
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Crude oil production by major regions is presented in the table below. 
 

 Q1 Q4 Change,         Q1 Change, 

 2020 2019 % 2020 2019 % 

 (thousands of tonnes) 

West Siberia.................................................................  9,151 9,261 (1.2) 9,151 9,159 (0.1) 

Timan-Pechora ............................................................  4,023 4,005 0.4 4,023 3,988 0.9 

Ural region ...................................................................  3,906 3,929 (0.6) 3,906 3,820 2.3 

Volga region ................................................................  2,760 2,830 (2.5) 2,760 2,822 (2.2) 

Other in Russia ............................................................  387 400 (3.3) 387 388 (0.3) 

Crude oil produced in Russia .......................................  20,227 20,425 (1.0) 20,227 20,177 0.2 

       

,UDTï .............................................................................  721 424 70.0 721 365 97.5 

Other outside Russia ....................................................  588 616 (4.5) 588 484 21.5 

Crude oil produced outside Russia ..............................  1,309 1,040 25.9 1,309 849 54.2 

       

Total crude oil produced by consolidated 

subsidiaries .................................................................  21,536 21,465 0.3 21,536 21,026 2.4 

       

Our share in crude oil produced by equity 

affiliates:       

in Russia ......................................................................  138 152 (9.2) 138 151 (8.6) 

outside Russia ..............................................................  431 441 (2.3) 431 433 (0.5) 

    

 



 

18 

Gas production (excluding flaring, reinjected gas and gas used in production of natural gas liquids) by major regions is 

presented in the table below. 
 

 

 Q1 Q4 Change,         Q1 Change, 

 2020 2019 % 2020 2019 % 

 (millions of cubic meters) 

West Siberia.................................................................  3,312 3,202 3.4 3,312 3,075 7.7 
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Refining and petrochemicals  
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In 2016, a Group company entered into a tolling agreement with a Canadian refinery originally valid through 2019. 

Subsequently, it was prolonged until 31 August 2022 with modification of certain provisions that changed its substance 

from a tolling agreement to a financial arrangement. Therefore, from September 2019, we ceased to recognize 

throughput and production cost related to this arrangement. The Group recognizes interest it earns on the financing 

provided and administrative fee. 

Marketing and trading  

In addition to our production, we purchase crude oil in Russia and on international markets. In Russia, we primarily 

purchase crude oil from affiliated producing companies and other producers. Then we either refine or export purchased 

crude oil. Crude oil purchased on international markets is used for trading activities, for supplying our international 

refineries or for processing at third party refineries. 

In Russia, we purchase refined products on occasion, primarily to manage supply chain bottlenecks. Refined products 

purchases outside Russia are either traded or supplied to our international refineries. 
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Exports of crude oil, refined and petrochemical products from Russia 
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Financial results 

The table below sets forth data from our consolidated statements of profit or loss and other comprehensive income for 

the periods indicated.  

 Q1 Q4 Change,         Q1 Change, 

 2020 2019 % 2020 2019 % 

 (millions of rubles) 

Revenues       

Sales (including excise and export tariffs) ......................  1,665,985 1,912,439 (12.9) 1,665,985 1,850,933 (10.0) 

       

Costs and other deductions       

Operating expenses .........................................................  (111,518) (115,565) (3.5) (111,518) (109,169) 2.2 

Cost of purchased crude oil, gas and products ................  (971,675) (1,060,155) (8.3) (971,675) (987,525) (1.6) 

Transportation expenses .................................................  (80,059) (74,195) 7.9 (80,059) (73,222) 9.3 

Selling, general and administrative expenses..................  (45,109) (52,974) (14.8) (45,109) (49,573) (9.0) 

Depreciation, depletion and amortization .......................  (110,718) (101,030) 9.6 (110,718) (103,830) 6.6 

Taxes other than income taxes ........................................  (193,708) (219,676) (11.8) (193,708) (221,019) (12.4) 

Excise and export tariffs .................................................  (112,679) (104,534) 7.8 (112,679) (111,456) 1.1 

Exploration expenses ......................................................  (394) (7,180) (94.5) (394) (912) (56.8) 

Profit from operating activities....................................  40,125 177,130 (77.3) 40,125 194,227 (79.3) 

       

Finance income ...............................................................  4,811 6,131 (21.5) 4,811 5,984 (19.6) 

Finance costs ..................................................................  (10,249) (10,774) (4.9) (10,249) (11,734) (12.7) 

Equity share in income of affiliates ................................  4,431 1,628 >100 4,431 6,180 (28.3) 

Foreign exchange (loss) gain ..........................................  (14,910) 45 - (14,910) 1,901 - 

Other expenses ................................................................  (46,614) (23,888) 95.1 (46,614) (3,972) >100 

(Loss) profit before income taxes.................................  (22,406) 150,272 - (22,406) 192,586 - 

       

Current income taxes ......................................................  (17,038) (25,605) (33.5) (17,038) (41,381) (58.8) 

Deferred income taxes ....................................................  (6,340) (4,924) 28.8 (6,340) (1,415) >100 

Total income tax expense .............................................  (23,378) (30,529) (23.4) (23,378) (42,796) (45.4) 

       

(Loss) profit for the period ...........................................  (45,784) 119,743 - (45,784) 149,790 - 

       

Profit for the period attributable to non-controlling 

interests ...........................................................................  (176) (433) (59.4) (176) (554) (68.2) 

       

(Loss) profit for the period attributable to PJSC 

LUKOIL shareholders1 0 0 1 138.26 327.65 Tm
0 g
0 G
[(t)-13(h)9(e)4( )-16(p)9(e)4(r)4(i)-14(o)953 g
0 G
[(t)-13(h)916(.)10(4)-6())] TJ
ET
Q
q
368.71 349.13 44.16 <</MCI)
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Sales volumes Q1 Q4 Change,         Q1 Change, 

 2020 2019 % 2020 2019 % 

 (thousands of tonnes) 

Crude oil       

Export and sales on international markets other 

than Customs Union ...................................................  23,905 21,788 9.7 23,905 18,980 25.9 

Export and sales to Customs Union ...........................  - 702 (100.0) - 684 
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In the first quarter of 2020, our revenues were negatively affected by a sharp decrease in international hydrocarbon 

prices as a result of a drop in global demand for hydrocarbons due to the COVID-19 pandemic. The problem of supply-

demand imbalance was further aggravated after the failure of OPEC+ countries to reach a new agreement in the 

beginning of March 2020. Among other adverse factors were a decrease in refined products trading volumes and 

reduced gas production in Uzbekistan due to lower demand from China, and a decrease in retail sales volumes at our 

filling stations. This was partially offset by an increase in crude oil trading.  

Sales of crude oil  
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Sales volumes Q1 Q4 Change,         Q1 Change, 

 2020 2019 % 2020 2019 % 

 (thousands of tonnes) 

Wholesales outside Russia ............................................  20,709 22,422 (7.6) 20,709 21,927 (5.6) 

diesel fuel ................................................................... 

%
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Hydrocarbon extraction expenses 

Our extraction expenses include expenditures related to repairs of extraction equipment, labor costs, expenses on 

artificial stimulation of reservoirs, fuel and electricity costs, cost of extraction of natural gas liquids, property insurance 

of extraction equipment and other similar costs. 
 

 

 
 

 Q1 Q4 Change,         Q1 Change, 

 2020 2019 % 2020 2019 % 

 (millions of rubles) 

+\GURFDUERQ�H[WUDFWLRQ�H[SHQVHVï ...............................  47,315 49,877 (5.1) 47,315 45,829 3.2 

in Russia ..................................................................  41,992 43,285 (3.0) 41,992 41,243 1.8 

RXWVLGH�5XVVLDï ........................................................  5,323 6,592 (19.3) 5,323 4,586 16.1 

 (rubles per BOE) 

+\GURFDUERQ�H[WUDFWLRQ�H[SHQVHVï ...............................  229 233 (1.7) 229 220 4.2 

in Russia ..................................................................  233 239 (2.5) 233 231 1.0 

RXWVLGH�5XVVLDï ........................................................  203 200 1.2 203 152 33.4
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Expenses for crude oil transportation to refineries 

Expenses for crude oil and refined products transportation to refineries include pipeline, railway, freight and other costs 

related to delivery of crude oil and refined products to refineries for further processing.  

Compared to the fourth quarter and the first quarter of 2019, our expenses for crude oil transportation to refineries 

increased by 17.4% and by 32.2%, respectively, primarily due to an increase in volumes of supplies of own crude oil to 

our refineries outside Russia. 

Power generation and distribution expenses 

Power generation and distribution expenses decreased by 11.4% compared to the fourth quarter of 2019 due to 

maintenance works on power grids and electric supply 
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The table below summarizes our production from license areas subject t
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Liquidity and capital resources 

 

 Q1 Q4 Change,         Q1 Change, 

 2020 2019 % 2020 2019 % 

 (millions of rubles) 

Net cash provided by operating activities ....................  185,730 320,681 (42.1) 185,730 243,324 (23.7) 

including decrease (increase) in working capital ....  45,531 44,960 1.3 45,531 (37,434) - 

Net cash used in investing activities ............................  (129,718) (157,725) (17.8)
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In August 2018, we announced the start of an open market buyback programme which was completed on 20 August 

2019. From its start and also taking into account tender offers that took place in July-August 2019 and December 2019 

± January 2020, 57.1 million ordinary shares and depositary receipts of the Company were purchased in aggregate. In 

the first quarter of 2019, a Group company spent 71,488 million RUB in relation to this programme. All of the 

purchased shares were cancelled.  

Other information 

Sectoral sanctions against the Russian companies 

In July±6HSWHPEHU�������WKH�8QLWHG�6WDWHV��³86´���WKH�(XURSHDQ�8QLRQ��³(8´��DQG�VHYHUDO�RWKHU�FRXQWULHV�LPSRVHG�D�

set of sanctions on Russia, including sectoral sanctions which affect several Russian oil and gas companies. The US 

Department of the Treasury has placed the Company onto the Sectoral Sanctions Identifications List subject to 

Directive 4 of the Office of foreign assets control (OFAC). Directive 4 prohibits US companies and individuals from 

providing, exporting, or re-exporting directly or indirectly, goods, services (except for financial services), or technology 

in support of exploration or production for deepwater, Arctic offshore or shale projects that have the potential to 

produce oil in the Russian Federation, or in maritime area spreading from the Russian territory and claimed by the 

Russian Federation. 

From January 2018 (based on acts adopted in August±October 2017), the US expanded abovementioned sanctions to 

include certain categories of international oil projects initiated on or after 29 January 2018 in any part of the world, in 

which companies placed on the Sectoral Sanctions Identifications List subject to Directive 4 (including the Company) 

have an ownership interest of 33% or more, or ownership of a majority of the voting interests. 


