Management’s discussion and analysis of financialgsition and results of
operations

The following report contains a discussion and ysialof the financial position of OAO LUKOIL as of
December 31, 2014 and the results of its operafimnsach of the years ended December 31, 2014 201
and 2012, as well as significant factors that mégca its future performance. It should be read in
conjunction with our US GAAP consolidated financg&htements, including notes and supplementary
information on oil and gas exploration and produttctivities.

References to “LUKOIL,” “the Company,” “the Groupive” or “us” are references to OAO LUKOIL
and its subsidiaries and equity affiliates. Allldolamounts are in millions of US dollars, unleiseowise
indicated. Tonnes of crude oil and natural gasidisiproduced are translated into barrels using ecmn
rates characterizing the density of crude oil freath of our oilfields and the actual density ofiiéts
produced at our gas processing plants. Tonnes wfecoil purchased as well as other operational
indicators expressed in barrels were translatediatrels using an average conversion rate of BaB®ls
per tonne. Translations of cubic meters to cubét feere made at the rate of 35.31 cubic feet pbiccu
meter. Translations of barrels of crude oil interbks of oil equivalent (“BOE”) were made at theéeraf

1 barrel per BOE and of cubic feet — at the raté tfousand cubic feet per BOE.

This report includes forward-looking statements erdg such as “believes,” “anticipates,” “expects,”
“estimates,” “intends,” “plans,” etc. — that reflet management’s current estimates and beliefs, bat a
not guarantees of future resul®lease see “Forward-looking statement” on page 8384 discussion of

some factors that could cause actual results tiedihaterially.

Key financial and operational results

Change tc Change to
2014 2013, % 2013 2012, % 2012
(millions of US dollars)
SAlBS .. ————— 144,167 1.9 141,452 1.6 139,171
Net income attributable to OAO LUKOIL...................... 4,746 (39.4) 7,832 (28.8) 11,004
Adjusted net income attributable to OAO LUKGL....... 7,087 (31.1) 10,281 (6.6) 11,004
EBITDA oottt 15,982 (4,1) 16,668 (11.9) 18,915
Adjusted EBITDAY ......ooiiieeieeeeet e 18,426 (4.3) 19,255 1.8 18,915
Taxes other than income taxes, excise and expifsta... (34,256) (5.2) (36,137) (1.0)(36,502)
Earning per share of common stock attributable to
OAO LUKOIL: (US dollars)
BASIC ..ovvveeereeiceeeeeeee e 6.29 (39.4) 1038  (28.3) 14.47
D118 T PSPPI 6.20 (39.1) 10.18 (28.2) 14.17
Hydrocarbon production by the Group including duare
in equity affiliates (thousands of BOE)...................... 844,469 5.1 803,825 1.2 794,332
Daily hydrocarbon production by the Group includowg
share in equity affiliates (thousands of BQE)............ 2,314 5.1 2,202 15 2,170
Crude oil and natural gas liquids produced by theu@r
including our share in equity affiliates
(thousands of barrels) .........ccceeeeeiivmevevieeeeee e 726,955 6.3 683,822 1.0 677,023
Gas available for sale produced by the Group inolydur
share in equity affiliates (millions of cubic meggr....... 19,968 (2.1) 20,391 2.3 19,934
Refined products produced by the Group including our
share in equity affiliates (thousands of tonnes)......... 64,118 (0.1) 64,196 0.7 63,773
Hydrocarbon proved reserves including our shaezjinty
affiliates (millions of BOE)...............cccoeeeeiiieeiiiinnnnnn, 17,585 1.1 17,401 0.6 17,296

(1)Adjusted for the loss on impairment of assets awdhdle related write-offs (for details see p. 24).




In 2014, net income attributable to OAO LUKOIL deased by $3,086 million, or by 39.4%, while our
EBITDA decreased by $686 million, or by 4.1%, comguato 2013. Our net income in 2014 was affected
by a decrease of hydrocarbon prices, especiallghén fourth quarter. It was also affected by the
impairment losses and write-offs related to ourtngasn and downstream assets in the total amounts of
$2,123 million and $218 million, respectively (rgttax and non-controlling interest). Adjusted famn-
recurring losses, our net income decreased by &3viilfion, or by 31.1%, compared to 2013. At thenga
time, our adjusted EBITDA decreased by $829 millionby 4.3%. In 2014, our EBITDA was supported
by commencement of cost compensation at West Quim@ject in Irag. In 2014, the Group generated
free cash flow of $0.9 billion.

Business overview

The primary activities of OAO LUKOIL and its sub&des are oil exploration, production, refining,
marketing and distribution. The Company is themitie parent entity of a vertically integrated gradp
companies.

OAO LUKOIL was established in accordance with Rtestial Decree No. 1403, issued on November 17,
1992. Under this decree, on April 5, 1993, the Gorent of the Russian Federation transferred to the
Company 51% of the voting shares of fifteen entegst Under Government Resolution No. 861 issued
on September 1, 1995, a further nine enterprises wansferred to the Group during 1995. Since 1995
the Group has carried out a share exchange prograncrease its shareholding in each of 24 founding
subsidiaries to 100%. From formation, the Group égganded substantially through consolidation of

interests, acquisition of new companies and estaflent of new businesses. Now LUKOIL is a global

energy company operating through its subsidiarie®li countries on four continents.

LUKOIL is one of the world’s largest energy compasin terms of hydrocarbon reserves that amounted
to 17.6 billion BOE as of January 1, 2015 and casegt of 13.6 billion barrels of crude oil and
23.9 trillion cubic feet of gas.

Our operations are divided into four main busireesggments:

= Exploration and Production — which includes our exploration, development anoduction
operations relating to crude oil and gas. Theswites are primarily located within Russia,
with additional activities in Azerbaijan, KazakhstdJzbekistan, the Middle East, Northern
and Western Africa, Norway and Romania.

= Refining, Marketing and Distribution — which includes refining and transport operatjons
marketing and trading of crude oil, natural gas @efshed products.

= Chemicals— which includes processing and trading of petraghal products.

= Power generation— which includes generation, transportation andssaf electricity, heat and
related services.

Each of our four main segments is dependent owttier, with a portion of the revenues of one segmen
being a part of the costs of the other. In paréicubur Refining, Marketing and Distribution segrmen
purchases crude oil from our Exploration and Prtidncsegment. As a result of certain factors carsid

in the “Domestic crude oil and refined productsces’ section on page 10, benchmarking crude oil
market prices in Russia cannot be determined wattamnty. Therefore, the prices set for inter-segime
purchases of crude oil reflect a combination of keaifactors, primarily international crude oil matk
prices, transportation costs, regional market damm, the cost of crude oil refining and othertdas.
Accordingly, an analysis of either of these segmest a stand-alone basis could give a misleading
impression of those segments’ underlying finanp@sition and results of operations. For this reasen

do not analyse either of our main segments sepiatéhe discussion that follows. However, we s
the financial data for each in Note 22 “Segmeniimfation” to our consolidated financial statements.




Recent developments and outlook

The following has been achieved in 2014:

Exploration and production

= 17 new oil and gas fields were brought into prountthe best result since 2003 (2013 — 9 oil
and gas fields).

= 14 new oilfields discovered, the best result witkiimce 2001 years.

= Crude oil production increased by 7.0% as a refutommencement of crude oil production on
the West Qurna-2 oilfield in Iraq.

= In Russia, crude oil production commenced on thdohskoye oilfield, one of the largest
undeveloped oilfields in Western Siberia.

Refining

= The Company continued the construction of the sgamatalytic cracking unit at the Nizhny
Novgorod refinery.

=  Our joint venture with OAO Russian Railways comnehthe production of lubricants and
greases.

Marketing

= In line with the strategy to optimize our downstreaperations, the Group sold 100% shares in
our distribution companies in Hungary, Czech Rejoudohd Slovakia.

Other

= The Company commenced the development of the veotlfgest new kimberlite pipe, first
diamonds produced and sold.

These and other achievements in 2014 are desadrilmtail further in this report.
Changes in Group structure

In December 2014, LUKOIL sold to OAO NK Rosneft #88% share in OOO National oil consortium
(“NNC"), established by Russian oil companies irD20within development of economic cooperation
between Russia and Venezuela. In 2010, NNC and PDW&nezuelan state-owned oil company,
established a joint venture, PetroMiranda, to dgvéhe “Junin-6” block in the Orinoko river basin.

On August 11, 2014, in line with the strategy tdimize downstream portfolio a Group company signed
an agreement with AMIC Energy Management GmbH (“AN)Ito sell 100% of the Group’s interest in
LUKOIL Ukraine, a distribution company operating lirkraine. Closing of the transaction is subject to
customary approvals by regulatory authorities.

On August 1, 2014, in line with the strategy toimjige its downstream operations Group companies
signed agreements with Slovnéfeska Republica, Spol. s.r.o. and Norm Benzinkutt&fsell 100% of
shares in LUKOIL Slovakia s.r.o., LUKOIL Hungaryd.tand LUKOIL Czech Republic s.r.0o. These
transactions were finalized in December 2014 at gb#ing price of €98 million (approximately
$123 million) which is subject to certain workingpital adjustments.

On April 15, 2014, a Group company entered int@atract with a Sinopec group company, to sell for
$1.2 billion the Group’s 50% interest in Caspiarvdstment Resources Ltd., an exploration and
production company operating in Kazakhstan. Sulesatcgo December 31, 2014, Sinopec group company
failed to close the sale and purchase under thieamiparguing that the conditions precedent hadaen
satisfied by the agreed longstop date of January20%5. The Group contends that those conditions
precedent were satisfied prior to the longstop.dateFebruary 9, 2015, the Group company commenced
arbitration proceedings in London against Sinopeaug companies seeking damages. The quantum of
that claim remains to be determined.

In December 2013, after approval by European régulaauthorities, the Group acquired the remaining
20% interest in the joint venture which operates I8AB refinery complex (ISAB) for €446 million
(approximately $613 million) after final adjustmenincreasing its stake in the joint venture frod8@to
100%. This transaction was exercised in line whth initial agreement on the establishment of thet jo
venture signed in 2008. This agreement gave thenseiovestor, ERG S.p.A., a step-by-step put option
sell its share in the joint venture to the Groupe Toroup obtained control over ISAB in Septembetr220
when within this agreement, it acquired a 20% edeim the joint venture for €494 million (approxitaly
$621 million) and increased its stake to 80%.




In April 2013, after approval by the Federal Antbnopoly Service, in line with the strategy to irase
crude oil production in Russia the Company purctiab@0% of the shares of ZAO Samara-Nafta for
$2.1 billion after final adjustments. ZAO Samarafidais an exploration and production company
operating in the Samara and Uljanovsk regions @Rhssian Federation.

In April-May 2013, Group companies acquired the agrimg 50% of the shares of ZAO Kama-oil, an
exploration and production company operating in Berm region of the Russian Federation, for
$400 million increasing the Group’s ownership to0%) As a result of this acquisition, the Group
obtained control over ZAO Kama-oil and consolidated

West Qurna-2 project

On December 12, 2009, a consortium of a Group cosnpad Statoil won the tender for development of
the West Qurna-2 field in Iraq, one of the largaside oil fields discovered in the world, with estited
recoverable oil reserves of 12.9 billion barrels8(billion tonnes). The service agreement for West
Qurna-2 field development and production was sigaadJanuary 31, 2010 and then ratified by the
Ministry cabinet of the Irag Republic. After Stdtaithdrew from the West Qurna-2 project in May 201
the parties of the project are Irag's state-ownedt!s Oil Company and a consortium of contractors,
consisting of a Group company (75% interest) aad'tr state-owned North Oil Company (25% interest).

The Group launched the “Mishrif Early Oil” stage tre West Qurna-2 field and reached the planned
production of 120 thousand barrels per day in M&@h4. According to the service agreement, cogs ar
compensated after this level of production is agdeand maintained during any 90 days within a 120-
day period. In June 2014, we met this term. Theegfm 2014, the Group accrued revenue from thetWes
Qurna-2 project in the total amount of $3,682 miili consisting of cost recovery of $3,616 milliamda
remuneration fee of $66 million. This revenue wiémssified as crude oil sales revenue. Attributable
amount of 6,087 thousand tonnes, or 41,749 thousangls, of crude oil was included in Group’s @ud
oil production for 2014 that represented approxelyab5% of total production from the field. Posgiv
impact of cost compensation on Group's EBITDA f6d2 amounted to $3,105 million.

The project’s target production level is 1.2 mitlibarrels per day and the total term of the contic
25 years.

The Group is exposed to political, economic andillegsks due to its operations in Irag. Management
monitors the risks associated with the projectiragq and believes that there is no adverse effedhe
Group’s financial condition that can be reasonasiymated at present.

Sectorial sanctions against the Russian companies

In July-September 2014, the United States (“USHg European Union (“EU”) and other countries
imposed a number of sectorial sanctions on Rusasidities, including OAO LUKOIL. These sanctions
prohibit the US and the EU companies and indivisifiam the provision of goods, services or techgglo
(except for financial services to OAO LUKOIL) thzdn be used on the territory of the Russian Feiderat
in deepwater exploration and production of crude eiploration and production of crude oil in Arccti
offshore and shale projects. The Company consttiese sanctions in its activities, continuously itara
them and analyses the effect of the sanctions enQGbmpany’s financial position and results of
operations.




Resource base

The table below summarizes the net proved resarivesnsolidated subsidiaries and our share in gquit
affiliates under the standards of the US Securéies Exchange Commission (until the economic lwhit
commercial production is reached) that have beereatbor extracted from our reserve reports audited
Miller and Lents, Ltd., our independent reservaigi@eers, as of January 1, 2015 and 2014.

Changes in 2014

January 1, g Extepsionsa Revision of January 1,
2015  Pproduction® ¢ISCOveries an previous 2014
changes in estimates
(millions of BOE) structure
Western Siberia............ccccceee. 9,586 (431) 365 (95) 9,747
Timan-Pechora............ccccccvvvvenneen. 2,491 (124) 265 30 2,320
Ural region .........cooevvveeieeeeeesimmnns 2,303 (121) 102 36 2,286
Volga region .......cccceeeeeeeeeeenens 1,250 (64) 38 38 1,238
Other in RuSSia...........ccoecvvvneen. 196 (14) 10 4 196
Outside RUSSI@ ........cccvvvveeiieeeeenins 1,759 (123) 48 220 1,614
Proved oil and gas reserves......... 17,585 (877) 828 233 17,401
Probable oil and gas reserves....... 6,823 6,613
Possible oil and gas reserves....... 3,375 3,596

W Gas production shown before own consumption.

The Company’s proved reserves as of January 1, a6idunt to 17,585 million BOE and comprise of
13,594 million barrels of crude oil and 23,946 ibill cubic feet of gas. The incremental replacenoént
production by additional proved reserves in 2014anted to 121%.

The increase in proved reserves related to geabgixploration and production drilling totaled
815 million BOE and was a result of the exploratigerations in the traditional regions of the Compst
operations in Russia and abroad. Outside of Rugsdncrease was largely a result of the commerogém
of production at the West Qurna-2 oilfield and imthg additional volumes in proved reserves of Mfsh
formation.

Positive revision of previous estimates mainly tedlato our project in Azerbaijan where a Group
company, within an international consortium, stdrtee second phase of development of Shakh-Deniz
field.

The increase in proved reserves in Timan-Pechora duee to the commencement of production by
OO0 Bashneft-Polus, where the Group holds a 25ritésest.




Operational highlights

Hydrocarbon production

The table below summarizes the results of our eafitm and production activities.

2014

2013 2012

Crude oil and natural gas liquids productiorf?
Consolidated subsidiaries

Western Siberia........cocceeviiiiiiiiiiie e
Timan-Pechora.........ccooocuiiiiiiiiii e
Ural region ..........
Volga region
Other regions in RUSSIA .........cocooiuueve e

Total iN RUSSIA......cceeeieiiiiee e

Other regions outside Russia.............ccceceeeeee...
Total outside RUSSIa ...........cceeeeeeiiiiiie e
Total consolidated subsidiaries..............cccceevviviviinnnnn.
Our share in equity affiliates
INRUSSIA.....cviiiiiiiiie e
outside RuSSia.........cccceeviuveennn.
Total share in equity affiliates

Total crude oil and natural gas liquids ..........ccccccoeeenne

Natural gas production available for sal&
Consolidated subsidiaries
Western Siberia........cooccevviiieiiiiiiieiecee e
Timan-Pechora.........ccoocuiiiiiiiiiii e
Ural region ...
VOIga region ......ccoceeiiiiiiiiiiiee e eeeeeee e
Total iN RUSSIA......cceeeiieiiieeee e
Total outside RUSSIA .........ooccuviiiiiiei i
Total consolidated subsidiaries.............cccceeeviviieinnnen.
Share in equity affiliates
IN RUSSIA...coiiiiiiieeei e
OULSIAE RUSSIA.....cciviiieiiiiiee it
Total share in production of equity affiliates ...............
Total natural gas available for sale ...........ccccceiiiiiiiiieeee.
Total daily hydrocarbon production ..............cceeeecveeeeee.n.

Hydrocarbon extraction eXpenses .........ccccceeeeeeeuvveneenen.
-INRUSSIA....oiiiiiiiiicc
- outside Russia

Hydrocarbon extraction expenses
AN RUSSIA .c.vvieccceeee e e e e e e e eeens
- OULSIAE RUSSIA ..ooooeeeieeeeeeeeeeeeeee e

Exploration expenses
-INRUSSIA.....eieeeeeiicee e,
- outside Russia ............ccceeee

Mineral extraction tax
AN RUSSIA .c.vviieceeeee e e e e e e et eeeaeens
- OULSIAE RUSSIA ....ccevveeeeeeieiieee e

(thousand BOE per day)

970 996 1,014
313 302 309
308 297 286
136 120 7
38 38 38
1,765 1,753 1,724
114 - -
60 65 69
174 65 69
1,939 1,818 1,793
11 8 8
42 47 49
53 55 57
1,992 1,873 1,850
187 187 183
14 14 12
19 17 15

6 6 7
226 224 217
87 95 94
313 319 311
1 1 1

8 9 8

9 10 9
322 329 320
2,314 2,202 2,170

(US dollar per BOE)

5.74 5.58 5.04
5.19 5.59 5.03
9.82 5.43 5.07

(millions of US dollars)
4,718 4,335 3,861
3,762 4,021 562
956 314 299
1,104 602 364
332 218 205
772 384 159
11,647 12,410 12,354
11,596 12,333 12,261
51 77 93

@ Natural gas liquids produced at the Group gasgssing plants.

> Compensation oil that represents approximately 5@oduction from the West Qurna-2 field in 2014.

® Including petroleum gas sold to third parties.

We undertake exploration for, and production ofider oil and natural gas in Russia and internatipnial

Russia, our major oil producing subsidiaries areQOQJKOIL-Western Siberia, OOO LUKOIL-Komi
and OOO LUKOIL-PERM. Exploration and production side of Russia is performed by our 100%
subsidiary LUKOIL Overseas Holding GmbH. This htekes in PSA’s and other projects in Kazakhstan,
Azerbaijan, Uzbekistan, Romania, Iraq, Saudi AraBigypt, Ghana, Cote d’lvoire, and Norway.




Crude oil production. In 2014, we produced (including the Company’s sharesquity affiliates)
97.2 million tonnes, or 713.1 million barrels, otide oil.

The following table represents our crude oil prdaucin 2014 and 2013 by major regions.

Change to 2013

Change in Organic

(thousands of tonnes) 2014 Total, % structure change 2013
Western Siberia........ccoovveeeiiiiiiceeeee e 46,840 (2.8) - (1,368) 48,208
Timan-Pechora..........cccoccviiiiiiicmeeeeceiee s 15,814 3.8 - 582 15,232
L0 U (Yo (o] o O 14,585 4.4 34 580 13,971
VOlga regioN ........eveeiiiiieee et e e 6,659 14.8 657 201 5,801
Other regions in RUSSIA............c.vvveiis e ee e 1,911 0.4 - 8 1,903
Crude oil produced in RUSSIA .........ccee e 85,809 0.8 691 3 85,115
IEAGY e 6,087 100.0 - 6,087 -
Other regions outside of Russia.............c.cc....... 2,860 (9.0) - (283) 3,143
Crude oil produced internationally...................... 8,947 184.7 - 5,804 3,143
Total crude oil produced by consolidated
SUDSIdIANES ... 94,756 7.4 691 5,807 88,258
Our share in crude oil produced by equity
affiliates:
IN RUSSIA ..ooeiiiiee e e 519 41.8 a7 170 366
outSide RUSSIA ...vcvvieeeieiiiiiiiieee e, 1,933 (11.5) - (250) 2,183
Total crude oil produced ............ccccvvvvvviccanne.. 97,208 7.0 674 5,727 90,807

") Compensation oil that represents approximately 65@oduction from the West Qurna-2 field in 2014.

The main oil producing region for the Company issféen Siberia where we produced 49.4% of our
crude oil in 2014 (54.6% in 2013).

Crude oil production in Western Siberia continuedlécline due to natural depletion of reservesamnd
increase in water cut. Nevertheless, this was cosgied for by the acquisitions of new upstream
properties, development of greenfields, successfiypployment of new technologies and an increase in
drilling footage. As a result, our daily domestiude oil and natural gas liquids production volumes
increased by 0.7%, compared to 2013.

The structural increase in our domestic produciias a result of the acquisition of a 100% shar2A®
Samara-Nafta and an increase in the Group’s owipenstZAO Kama-oil from 50% to 100% during the
second quarter of 2013. At the same time, the feand ZAO Kama-oil from affiliates to subsidiariésd
to some structural decrease in the affiliates’ potidn in Russia.

The increase in our international production wasslt of commencement of commercial production at
the West Qurna-2 oilfield in Iraq (for details qeet).

The increase in our share in crude oil produced ebyity affiliates in Russia was due to the
commencement of production by OOO Bashneft-Polbgre/the Group holds a 25.1% interest.

In addition to our production, we purchase crudémoRussia and on international markets. In Ryss&a
primarily purchase crude oil from affiliated produg companies and other producers. Then we either
refine or export purchased crude oil. Crude oilchassed on international markets is normally used fo
trading activities, for supplying our internatiomefineries or for processing at third party refies.

2014 2013 2012

(thousand (thousand (thousand (thousand (thousand (thousand
of barrels) of tonnes) of barrels) of tonnes) of barrels) of tonnes)

Purchases in Russia...........ccccccuuuv... 7,579 1,034 5,447 743 1,994 272

Purchases for trading internationally ~ 150,492 20,531 48,416 6,605 28,170 3,843
Purchases for refining internationally 88,239 12,038 75,607 10,315 91,713 12,512
Total crude oil purchased................. 246,310 33,603 129,470 17,663 121,877 16,627

A significant part of our crude oil purchases is fsocessing. Compared to 2013, our purchases for
processing at international refineries increasedty% as a result of the increase of crude aithirgf at
ISAB. Moreover, in 2014, our purchases for tradimgeased significantly compared to 2013.




Production of gas and natural gas liquids.In 2014, we produced 19,968 million cubic meters
(117.5 million BOE) of gas available for sale (uding our share in equity affiliates), that is 2.18és
than in 2013.

Our major gas field is the Nakhodkinskoe field, veheve produced 8,247 million cubic meters of ndtura
gas in 2014 (8,272 million cubic meters in 2013y ternational gas production decreased by 8.4%,
compared to 2013, largely due to lower productioblzbekistan.

In 2014, the output of natural gas liquids at theup gas processing plants in Western Siberia, &l
Volgograd regions of Russia was 13.9 million BO&mnpared to 13.7 million BOE in 2013.

Refining, marketing and trading

Refining. We own and operate four refineries located in EeappRussia and three refineries located
outside of Russia — in Bulgaria, Romania and Itdareover, we have a 45% interest in the Zeeland
refinery in the Netherlands.

In December 2013, the Group increased its stakBAMB to 100% after acquisition of the remaining 20%
share. Initially, in December 2008, the Group acpiia 49% interest in ISAB, then increased itsrege

to 60% in April 2011 and to 80% in September 204Ben control over the refinery was obtained and
ISAB became our consolidated subsidiary, rathan #raequity affiliate.

Compared to 2013, the total volume of refined potsipproduced by the Group (including our share in
production at the Zeeland refinery) didn't chandgnsicantly. Production volumes at our Russian
refineries increased slightly above the level o120while the production of our international refires
decreased by 1.6%. Sharp decrease in productitne a&teeland refinery by 20.3% due to overhaulfién t
second quarter of 2014 was partially compensatetidincrease of production at ISAB.

Along with our own production of refined productse wan refine crude oil at third party refineries
depending on market conditions and other factorghé periods considered, we processed our crlid¢ oi
third party refineries in Belarus and Kazakhstan.

The following table summarizes key figures for cefining activities.

201¢ 201: 201z
(thousand barrels per day)
Refinery throughput at the Group refineries . ....ccccooeivviene. 1,263 1,240 1,128
SN RUSSIA oo 909 909 890
- outside RUSSH ..........cccooeviiiieccce e 354 331 238
Refinery throughput at affiliated refinert®s..............cccocceiurriens 74 92 198
Refinery throughput at third party refineries ............cccccvvvevi . 37 31 53
Total refinery throughput ...........ooooiiiiiiiiiie e, 1,374 1,363 1,376
(thousands of tonnes)
Production of the Group refineries in RUSSIA cceeeeeieeeiiiiiiiiiin 43,673 43,426 42,468
Production of the Group refineries outside Russia.................. 16,780 16,170 11,541
Production at affiliated refineries...........coeceveeevereeeeeseerennen, 3,665 4,600 9,762
Refined products produced by the Group including oashare
in affiliated refinery ... 64,118 64,196 63,773
Refined products produced at third party refineries................. 1,687 1,439 2,472
Total refined products produced ............ccooeeeeeeeiiiiceee e, 65,805 65,635 66,245
(millions of US dollars)
Refining expenses at the Group refineries... . veeereeeeiennnne.. 2,059 2,170 1,669
S AN RUSSIA ot e e 1,078 1,156 1,141
- outside Russia 981 1,014 528
Refining expenses at affiliated refineries outsifiR@ssia........... 191 228 709
Refining expenses at third party refineries .............oooevvvvieme... 75 58 96
Capital eXpenditureS.........cccvvviiiiie e icmeeeier e 2,318 2,184 1,406
-iN RUSSIA ...veviveieiieeeeieeee 1,691 1,393 988
- outside Russia 627 791 418

W Including refined product processed.
@ Including 60% share of ISAB production up to Septter 2012.




Marketing and trading. Our marketing and trading activities mainly inclugbolesale and bunkering
operations in Western Europe, South-East Asia,r@keAtmerica and retail operations in the USA, Cahtr
and Eastern Europe, the Baltic States and othé@onegln Russia, we purchase refined products on
occasion, primarily to manage supply chain bottbise

The Group retails its refined products in 23 coestrthrough nearly 5.3 thousand petrol stations
(including franchisees). Most of the stations ofeetander the LUKOIL brand.

The table below summarizes figures for our tradiotivities.

2014 2013 2012
(thousands of tonnes)
Retail SAIES ......veiiii e 16,126 15,741 15,424
WhOIESAIE SAIES .......oieviiiie et ee e 102,103 101,529 97,558
Total refined products Sales ...........oooiiieciiiimiiiiiee e 118,229 117,270 112,982
Refined products purchased in RusSia............ccccvvvevmmervneennnn. 2,041 2,298 1,772
Refined products purchased internationally ................ccvvvieeee, 58,910 58,172 52,761
Total refined products purchased.............c.cccccoecvivieinnieeennn. 60,951 60,470 54,533

In December 2014, in line with the strategy to mjige its downstream operations, Group companies sol
100% of shares in LUKOIL Slovakia s.r.0., LUKOIL Hgary Ltd. and LUKOIL Czech Republic s.r.o.
that together operated approximately 140 petraiosts.

In August 2014, a Group company signed an agreem&mtAMIC to sell 100% of the Group’s interest in
LUKOIL Ukraine, a distribution company operating ®@$etrol stations in Ukraine. Closing of the
transaction is subject to customary approvals bulegory authorities.

Exports of crude oil and refined products from Rus&. The volumes of crude oil and refined products
exported from Russia by our subsidiaries are suizethas follows:
2014 2013 2012
(thousand (thousand (thousand (thousand (thousand (thousand
of barrels) of tonnes) of barrels) of tonnes) of barrels) of tonnes)

Exports of crude oil using Transneft

EXPOIt TOULES ..eveeeeieeeeiieee s emcmeees 172,306 23,507 185,500 25,307 223,185 30,448
Exports of crude oil bypassing

Transneft .....ccocvevecee e 46,370 6,326 47,770 6,517 31,418 4,286
Total crude oil exports.........cccceeeeennn, 218,676 29,833 233,270 31,824 254,603 34,734
Exports of refined products............... 23,377 23,419 22,537

In 2014, the volume of our crude oil export fromsRia decreased by 6.3%, compared to 2013, and we
exported 34.8% of our domestic crude oil product®n.4% — in 2013). The decrease of crude oil expor
was a result of higher volumes of domestic sales.

Primarily, all the volume of crude oil exported thaypassed Transneft in the periods considered was
routed through our own export infrastructure.

In 2014, the Company exported 1,499 thousand toohdight crude oil through the Eastern Siberia —
Pacific Ocean pipeline. This allowed us to prese¢heepremium quality of crude oil and thus increbse
the efficiency of export, compared to export talitianal Western markets.

In 2014, the volume of our exported refined proddmm Russia didn’t change significantly compated
2013. Primarily, we export from Russia diesel fuekl oil and gasoil. These products accounted for
approximately 88.6% of our exported refined prodwaiumes.

In 2014, our revenue from export of crude oil aefined products from Russia both to Group companies
and third parties amounted to $19,195 million ardd,$11 million, respectively ($22,885 million for
crude oil and $17,309 million for refined produict2013).

Power generation

In 2014, we continued to develop the power germmasiector of our business as part of our strategic
development program. This new sector encompaskesm@cts of the power generation business, from
generation to transmission and sale of heat amdrigl@l power. Our power generation business sector
now includes OOO LUKOIL-Volgogradenergo, OOO LUKGKubanenergo, OOO LUKOIL-
Astrakhanenergo, OOO LUKOIL-Rostovenergo, OO0 LUK@tavropolenergo, OOO LUKOIL-TTK,
00O LUKOIL-Ecoenergo, our own power generating faight at our oil and gas fields in Russia and
power generators in Bulgaria and Romania. Our wmtgbut of electrical energy was 17.1 billion kWrh
2014 (15.7 billion kW-h in 2013 and 15.4 billion kWin 2012). In 2014, our total output of heat gyer
was approximately 14.1 million Gcal (13.6 milliorc& in 2013 and 14.7 million Gceal in 2012).
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Main macroeconomic factors affecting our results obperations

Changes in the price of crude oil and refined prodots

The price at which we sell crude oil and refineddurcts is the primary driver of the Group’s revesiue
In the first half of 2014, the price for the Bremtide oil was increasing and reached its peak D5 &P in

the middle of June, but then turned into a shanpmward trend and dropped to $54.97 in the end of
December. In the fourth quarter of 2014, the aveBigent crude oil price was 24.9% lower, compated t
the third quarter of 2014.

Substantially all the crude oil the Group exposgdJrals blend. The following table shows the averag
crude oil and refined product prices in 2014 an#i20

Change to Change to
2014 2013, % 2013 2012, % 2012
(in US dollars per barrel, except for figures imqaant)

Brent crude.........cooceeeiieeviieieee e 98.95 (8.9) 108.6¢ (2.7) 111.67
Urals crude (CIF Mediterraned)................. 97.95 (9.3) 108.0! (2.3) 110.55
Urals crude (CIF Rotterdartt) ....................... 97.23 (9.5) 107.3¢ (2.6) 110.19

(in US dollars per metric tonne, except for figuirepercent)
Fuel oil 3.5% (FOB Rotterdam).................... 527.06 (10.9) 591.4! (6.3) 631.08
Diesel fuel 10 ppm (FOB Rotterdam)........... 855.17 (8.9) 938.6¢ 4.2) 980.00
High-octane gasoline (FOB Rotterdam)....... 918.87 (6.9) 986.8¢ (4.8) 1,036.14

Source: Platts.

@ The Company sells crude oil on foreign markets anious delivery terms. Thus, our average realizéessprice of
oil on international markets differs from the awggarices of Urals blend on Mediterranean and NonttEurope
markets.

Domestic crude oil and refined products prices

Substantially all crude oil produced in Russialisduced by vertically integrated oil companies sash
ours. As a result, most transactions are betwegliaigd entities within vertically integrated gros.
Thus, there is no concept of a benchmark domesikeh price for crude oil. The price of crude bt is
produced but not refined or exported by one of ¥eetically integrated oil companies is generally
determined on a transaction-by-transaction basisaga background of world market prices, but wiith
direct reference or correlation. At any time theray exist significant price differences betweerniarg
for similar quality crude oil as a result of thengmetition and economic conditions in those regions.

Domestic prices for refined products are determittedome extent by world market prices, but they ar
also directly affected by local demand and comjoetit

The table below represents average domestic wHelpsaes of refined products in 2014, 2013 and201

Change ta Change to
2014 201%, % 2013 201%’ y 2012
(in US dollars per metric tonne, except for figuirepercent)
FUEI Ol 243.13 (28.8) 341.32 6.6 320.29
Diesel fuel........ccceevieiiiiieie e 734.10 (13.7) 850.78 2.2 832.71
High-octane gasoline (Regular) ............ccum.... 806.66 (2.8) 829.69 1.9 813.94
High-octane gasoline (Premium) .................... 834.17 (7.0) 897.10 3.2 869.33

Source: InfoTEK (excluding VAT).

Changes in the US dollar-ruble exchange rate and flation

A substantial part of our revenue is either denateid in US dollars or is correlated to some extatit

US dollar crude oil prices, while most of our castshe Russian Federation are settled in Russibles.
Therefore, ruble inflation and movements of excleangtes can significantly affect the results of our
operations. In particular, a depreciation of thbleuagainst the US dollar generally causes oursciost
decrease in US dollar terms, and vice versa. Theeafation of the purchasing power of the US ddiltar
the Russian Federation calculated on the basiseofuble-dollar exchange rates and the level déddfioh

in Russia was 10.6% in 2014, compared to 2013.

In the fourth quarter of 2014, the ruble depredat@gnificantly against the US dollar. Average ribl
dollar exchange rate in the fourth quarter of 20dak 47.42 rubles per US dollar, a 45.8% increase
compared to the same period of 2013 and a 31.08é&re compared to the third quarter of 2014.
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The following table gives data on inflation in Riasand the change in the ruble-dollar exchange rate

2014 2013 2012
Ruble inflation (CPI1), %0 .......ccooiiiiiiiiiicmmeme e 114 6.5 6.6
Average exchange rate for the period (ruble to Oif&ag ........ 38.42 31.85 31.09
Exchange rate at the end of the period (ruble tabl&r)........ 56.26 32.73 30.37

Tax burden

Given the relative size of our activities in Russiar tax profile is largely determined by the sypayable
in Russia (based on records maintained under Ru$siaslation — not US GAAP). In 2014, 2013 and
2012, the tax charge on the operations in Russsaapproximately 88% of our total tax charge.

Apart of income tax, fundamental taxes specifi¢tht® oil industry in Russia are mineral extractiax, t
excise and export tariffs. In addition to above titared taxes, we are subject to a number of otrerst
in Russia, including social taxes, property tax,Vand other local and regional taxes.

The effective rates of total taxes and tariffs gtabxes, including income taxes, taxes other than
income and excise and export tariffs, divided yoime before taxes and tariffs) for 2014, 2013 &0tR22
respectively, were 89%, 84% and 78%. In 2014, t@epses in Russia were about 54% of the domestic
and export sales revenue of Russian companie® @itbup.

The measures that we use for tax planning and neamagt strategies have been based on our
understanding of tax legislation existing at theediof implementation of these measures. We aresubj
to tax authority audits on an ongoing basis, asoisnal in the Russian environment, and, at times, t
authorities have attempted to impose significanditaahal taxes on us. We believe that we have
adequately met and provided for tax liabilities dzh®on our interpretation of existing tax legislatio
However, the relevant authorities may have difigiimerpretations and the effects could be sigaiftc

The following table represents average enacted fatetaxes specific to the oil industry in Rusiinthe
respective periods.

Change to Change to

2014 2013, % 2013 2012, % 2012

Export tariffs on crude oil................. $/tonne 366.53 (6.5) 392.14 (3.0) 404.15
Export tariffs on refined products

Middle distillates (jet fuel), liquid

fuels (fuel oil) and gasoils............ $/tonne 241.88 (6.5) 258.78 (3.0) 266.70

Light distillates...........cccceeeeeiiiiiiiieen. $/tonne 329.83 (6.5) 352.91 (3.0) 363.72

Diesel fuel........ccccvvvvieiiiei e, $/tonne 238.52 (7.8) 258.78 (3.0) 266.70
Mineral extraction tax

Crude Oil ..oeeevviieeeiiiee e RUR/tonne 5,827.45 9.3 5,329.58 5.2 5,065.95

Crude Ol .....ccooeeeieieieeee, $/itonné?  151.67 (9.4) 167.34 2.7 162.93

@ Translated to US dollars using average ruble-deftahange rates.

The rates of taxes specific to the oil industryRimssia are linked to international crude oil priaes are
changed in line with them. The methods to deterrttieerates for such taxes are presented below.

Crude oil extraction tax rate is determined bydjusting the base rate depending on the intemmitio
market price of Urals blend and the ruble-dollacte@nge rate. The tax rate is zero when the avéieae
blend international market price for a tax perisdeiss than or equal to $15.00 per barrel. EadbO3der
barrel increase in the international Urals blendeoover the threshold ($15.00 per barrel) resultan
increase of the tax rate by $1.80 per tonne exdaddr $0.25 per barrel extracted using a conversio
factor of 7.33) above the base rate.

In 2014, the base rate was 493 rubles per metnoet@xtracted (470 rubles in 2013 and 446 rubles in
2012).

The crude oil extraction tax rate varies dependingthe development, depletion and complexity of a
particular oilfield. The tax rate is zero for extraavy crude oil and for crude oil produced in @iert
regions of Eastern Siberia, the Caspian Sea, theetsley Autonomous District and some other regions,
depending on the period and volume of production.

The Group produces crude oil in the Caspian Sesa-teavy crude oil in Timan-Pechora and benefits
from the application of a zero extraction tax rate.
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Natural gas extraction tax rate. The mineral extraction tax on natural gas produogdndependent
producers in Russia was calculated using a fla cadtil July 1, 2014. The rate was 471 rubles per
thousand cubic meters during the first half of 20485 rubles per thousand cubic meters in the Hiadft

of 2013 and 402 rubles — in the second half of 2013

Starting from July 1, 2014, the base rate amounB5trubles per thousand cubic meters and is adjust
depending on average wholesale natural gas priBgsia, share of gas production in total hydromarb
production of particular taxpayer, and complexityarticular gas field. In the second half of 20&dtual
average natural gas extraction tax rate calcultdesbur major gas field — Nakhodkinskoe in Western
Siberia amounted to 132.06 rubles per thousanda: cubters.

Crude oil export duty rate is calculated on a progressive scale. The ratens when the average Urals
blend international market price is less than auadédo approximately $15.00 per barrel ($109.50 per
metric tonne). If the Urals blend price is betw&d5.00 and $20.00 per barrel ($146.00 per metringp
each $1.00 per barrel increase in the Urals bleiw pver $15.00 results in an increase of the emnid
export duty rate by $0.35 per barrel exportedhéf Urals blend price is between $20.00 and $25&00 p
barrel ($182.50 per metric tonne), each $1.00 ereb increase in the Urals blend price over $20.00
results in an increase of the crude oil export datg by $0.45 per barrel exported. Each $1.0(bpeel
increase in the Urals blend price over $25.00 perdb results in an increase of the crude oil edaty
rate no more than by $0.65 per barrel exportedmFctober 1, 2011 to December 31, 2013, the
maximum increase of export duty rate was $0.6(bperel for each $1.00 per barrel increase in thedUr
blend price. From January 1, 2014 to December 814 2the maximum increase of export duty rate was
$0.59 per barrel for each $1.00 per barrel incr@agiee Urals blend price.

The crude oil export duty rate is revised monthiytbe basis of the immediately preceding one-month
period of crude oil price monitoring.

A special export duty regime is in place for certgieenfields. The list of the oilfields where tieeluced
rate is applied includes our Yu. Korchagin and Warovsky oilfields located in the Caspian Sea and
extra-heavy crude oil fields in Timan-Pechora.

Export duty rates on refined productsare calculated by multiplying the crude oil expduaty rate by a
coefficient according to the table below.

From January 1, 2014 Prior to
to December 31, 2014 January 1, 2014
Multiplier for:
Light distillates (except for gasolines), middistdiates (jet fuel),
gasoils, liquid fuels (fuel oil), motor and otheispother products.. 0.66 0.66
DIESEI fUBL ... e 0.65 0.66
GASOINES. ... e e e e 0.90 0.90

Crude oil and refined products exported to the membr countries of the Customs Union- Belarus
and Kazakhstan, are not subject to export duties.

Excise on refined products.The responsibility to pay excises on refined paislin Russia is imposed on
refined product producers (except for straight-gaisoline). Only domestic sales volumes are sulbgect
excises.

In other countries where the Group operates, ex@se paid either by producers or retailers depgnoln
the local legislation.

Excise rates on refined products in Russia arettigde ecological class of fuel. Excise tax rdte2014,
2013 and 2012 are listed below. The rates in U&dplvere translated from rubles using averageerubl
dollar exchange rates.
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Change to Change to

2014 2013, % 2013 2012, % 2012
Gasoline
RUR/tonne 11,110.00 10.0 10,100.00 26.6 7,976.37
RUR/tonne 10,725.00 10.0 9,750.00 27.7 7,633.37
RUR/tonne  9,916.00 13.2 8,761.64 284 6,822.00
RUR/tonne 6,450.00 18.4 5,448.99 (8.8%,977.91
Diesel fuel
Below Euro-3.........ccccccvvvvvvvvvvvvmmnns. RUR/tONNE 6,446.00 10.0 5,860.00 395 4,199.55
RUR/tonne 6,446.00 10.0 5,860.00 44.4  4,058.33
RUR/tonne 5,427.00 8.2 5,017.68 40.9 3,562.00
RUR/tonne  4,767.00 7.9 4,417.68 35,5 3,260.36
RUR/tonne  8,260.00 10.0 7,509.00 23.7 6,072.00
RUR/tonne 11,252.00 10.0 10,229.00 30.7 7,824.00
Change tc Change to
2014 201% w2013 201%, % 2012
Gasoline
Below EUro-3........cceevieeeiiiiiiie e, $/tonne 289.16 (8.8) 317.13 23.6 256.53
$/tonne 279.14 (8.8) 306.14 24.7 245.50
$/tonne 258.08 (6.2) 275.11 254 219.41
$/tonne 167.87 (1.9) 171.09 (11.0) 192.26
Diesel fuel
Below EUr0-3.....cccccceveeeeiiiiiivvvie. B/tONNE 167.77 (8.8) 184.00 36.2 135.06
$/tonne 167.77 (8.8) 184.00 41.0 130.52
$/tonne 141.25 (10.3) 157.55 375 114.56
$/tonne 124.07 (10.6) 138.71 32.3 104.86
MOLOr OilS...evveveeeiiiiiiiiieee e, $/tonne 214.98 (8.8) 235.78 20.7 195.29
Straight-run gasoline....................... $/tonne 292.85 (8.8) 321.18 27.6 251.63

Changes in tax and customs legislation in 2015

Starting from January 1, 2015, the method for datn of certain tax and duty rates applied to olil
companies in Russian Federation is amended. Theratiextraction tax rate increases significantbnal
with simultaneous decrease of export duty ratesexaibes.

During the period from January 1, 2015 to Decentikr 2015, the base mineral extraction tax rate
increases to 766 rubles per tonne from 493 ruldedgnne in 2014. At the same time, during thequkri
from January 1, 2015 to December 31, 2015, the fiomithe increase of crude oil export duty rate pe
each $1.00 per barrel of international crude ocitgiincrease decreases from $0.59 to $0.42 peelbarr
Export duty rates on refined products are to beutaled by multiplying the current crude oil expduty
rate by a coefficient according to the table below.

From January 1, 2015
to December 31, 2015

Multiplier for:
Light and middle distillates, diesel fuel 0.48
(7= 1Yo 1 [T N 0.78
Straight-run QasOliNe ........ccuviiiiiie e eeeeee e e e e e e e s s e aanee 0.85
[0 =Y 1o 1IN 0.76
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Excise tax rates are amended as follows:

From January

1, 2015
Gasoline
BEIOW BUIO-3 ... ettt e e e e e et e e et e e et eeena e e naaearaaas RUR/tonne 7,300.00
L | (o T ST RUR/tonne 7,300.00
0o R EPURR S RUR/tonne 7,300.00
0o L TR SPURR S RUR/tonne 5,530.00
Diesel fuel
(23] (o LTV U o T J T RUR/tonne 3,450.00
L | (o T ST RUR/tonne 3,450.00
L | (o T ST RUR/tonne 3,450.00
0o L TR UPRRR S RUR/tonne 3,450.00
1Y o)1 (o o | =PTSRS RUR/tonne 6,500.00
Straight-run gasoliNe ............uuviiiiiii e RUR/tonne 11,300.00

Income tax. The federal income tax rate is 2.0% and the regiorcome tax rate varies between 13.5%
and 18.0%. The Group’s foreign operations are swbje taxes at the tax rates applicable to the
jurisdictions in which they operate.

The Company and its Russian subsidiaries file iredax returns in Russia. With a few exceptions,
income tax returns in Russia are open to examimatip the Russian tax authorities for tax years
beginning in 2012. A number of Group companies irs$ta are paying income tax as a consolidated
taxpayers’ group (“CTG"). This allows taxpayersadtffset taxable losses generated by certain paatitip

of a CTG against taxable profits of other partiaiseof the CTG.

Transportation of crude oil and refined products in Russia

The main Russian crude oil production regions areate from the main crude oil and refined products
markets. Therefore, access by crude oil produa@mpanies to the markets is dependent on the eatent
diversification of the transport infrastructure aadcess to it. As a result, transportation cosars
important macroeconomic factor affecting our nebime.

Transportation of crude oil produced in Russiagfineries and export destinations is performed arily
through the trunk oil pipeline system of the stat@ied company, OAO AK Transneft, or by railway
transport.

Transportation of refined products in Russia ifqrened by railway transport and the pipeline systédm
OAO AK Transnefteproduct. The Russian railway isfracture is owned and operated by OAO Russian
Railways. Both these companies are state-ownedtraisport the major part of our refined products by
railway transport.

In Russia, gas is mostly sold at the wellhead aed transported through the Unified Gas Supplyeyst
(“UGSS"). The UGSS is responsible for gatheringnsiporting, dispatching and delivering substamtiall
all natural gas supplies in Russia and is ownedagegtated by OAO Gazprom. The Federal Service for
Tariffs of the Russian Federation regulates naigaaltransportation tariffs. We are not able tbael gas
other than through UGSS.
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Year ended December 31, 2014, compared to years eddDecember 31, 2013 and
December 31, 2012

The table below sets forth data from our consofidattatements of comprehensive income for the grio
indicated.

2014 2013 2012
(millions of US dollars)

Revenues
Sales (including excise and export tariffs) ... e ceciiiiee, 144,167 141,452 139,171

Costs and other deductions

OPErating EXPENSES ... ..uueeeieiiiaeeee e aieimeeeeea ettt e e e e e e e s e ineesaanbeeeeeeeaaens (10,115) (10,086) (9,359)
Cost of purchased crude oil, gas and productS . ..cceeeeeiiiameecnennes (71,245) (65,924) (64,148)
Transportation EXPENSES .......ocuuevreiiiaeaace et ee e e e e e e e et mee e aaeeeeaas (5,894) (6,290) (6,171)
Selling, general and administrative eXpPenSeS..........ocovuvvvvvvmmmereeeeeeens (3,858) (3,849) (3,755)

Depreciation, depletion and amortization ... ..c.oovecvvieeriiiinieeneeenn. (8,816) (5,756) (4,832)
(12,892) (13,803) (13,666)

Taxes other than INCOME tAXES .........vvvr e eeeeeeeeeeeeeiereeeererrrerrriee——.

Excise and export tariffS ..........oooueeiicee e (21,364) (22,334) (22,836)
EXPlOration EXPENSE........ceiiiiiiieiiieeceeeeee e e e e et ame e e (1,104) (602) (364)
(Loss) gain on disposals and impairments of assets........cccccooeecvieeenn. (1,753) (2,561) 30
Income from operating acCtivitieS ..........c.eiiumeeeeeiiiimeeee e eeeiiieieee e 7,126 10,247 14,070
INEEIEST EXPENSE .vviiiiee i ittt ceeeree et e e e e s e e e e e e s e e sntbraareaaae s (637) (488) (538)
Interest and dividend INCOME ...........ooii e 275 239 257
Equity share in income of affiliates .........ccoooicciiis 552 575 518
Currency translation 10SS ............eeiiiii oo (355) (443) (512)
Other non-operating (EXPENSE) INCOME ... cmmnsrrveeeemmnrnerinereeeeeannans (189) 328 (72)
Income before income taxes 6,772 10,458 13,723
CUITENE INCOME TAXES ..veeiiieieeiiiiiittee e e e ettt et e e e e e ammme e s nnneeeeeas (2,876) (2,051) (2,738)
Deferred INCOME TAXES ... ...uueieiiieee e et e e e e e e e et e e eeee e e 818 (780) (60)
Total INCOME taX EXPENSE ...cceeiieiiiiiiiiieieeeeeaiiiieee e e e e e e e eieeeeeeeeemmm e eees (2,058) (2,831) (2,798)
NEL INCOME ...t 4,714 7,627 10,925
Net loss attributable to non-controlling interests..........cccccceeviiiiceeennes 32 205 79
Net income attributable to OAO LUKOIL..........oovuiveieiiiieiicee e 4,746 7,832 11,004
Earning per share of common stock attributable AWQUKOIL
(in US dollars):

BASIC .ttt e 6.29 10.38 14.47

DIULE ..o 6.20 10.18 14.17

The analysis of the main financial indicators af fmancial statements is provided below.
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Sales revenues

Sales breakdown

2014 2013 2012
(millions of US dollars)

Crude oil
Export and sales on international markets other @astoms Union

(o100 ] 011 (=TT 32,109 22,350 24,414
Export and sales to Customs Union COUNtHES cceaaaeaoiiieeeeiee e 1,552 1,920 1,622
DOMESLIC SAIES ......ceeiiiiieieieiiiivievt s mememers s bbb seessrerbbararaaaaaaanannes 3,418 3,071 1,634
37,079 27,341 27,670
Refined products
Export and sales on international markets
WHROIESAIE.......coeieeeieeieiiiitii b eeeeee e rnr e e e e e e e e e e eeaeeens 72,540 76,966 75,880
] ¢= | 10,367 10,830 10,724
Domestic sales
WHOIESAIE.......coeiivieieeiiiiie b eeeeee bbb e e e e e e e e e e e eeaeeans 7,233 8,053 8,113
1= | 9,049 9,423 8,690
99,189 105,272 103,407
Petrochemicals
Export and sales on international Markets . .......ccovveieereeeeeennnens 838 936 992
DOMESLHIC SAIES ...covviie e een e e e e e e eeaaan 272 886 418
1,110 1,822 1,410
Gas and gas products
Export and sales on international markets . 2,165 2,295 2,385
DOMESLHIC SAIES ...covviie e een e e e e e e e eeaaan 1,131 1,153 1,092
3,296 3,448 3,477
Sales of energy and related services
Sales on international markets 198 69 57
Domestic sales.........ccccvvvvvvvvvvnnnnnnn 1,434 1,506 1,337
1,632 1,575 1,394
Other
Sales on international MAarkets ............uvvviciiiiiiiiie e 1,007 1,178 962
DOMESLIC SAIES ......ceeviviiiieiiiiiieieir s mememers bbb esseessbebsbabaraaaaananannen 854 816 851
1,861 1,994 1,813
TOtal SAIES ....ciiiiiiiiiiiiii e 144,167 141,452 139,171
Sales volumes 2014 2013 2012
Crude oil (thousands of barrels)
Export and sales on international markets other tastoms Union
COUNTIIES .oiiiiiiieieeeieeesesesssssasssess e e e eeeeeaeesssssssssssssessssrsssssssssrnrmmees 345,485 207,021 222,466
Export and sales to Customs Union COUNtHES..caacc..uvveeeeeriaeeeenen. 33,535 37,881 31,622
DOMESLIC SAIES ...t e et e e e e e e e e e e e e e een, 81,260 62,224 33,264
460,280 307,126 287,352

Crude oil
Export and sales on international markets other @astoms Union
COUNTIIES ..ttt ittt ettt ettt i+t e bt e e et e e e e e e ant e e s
Export and sales to Customs Union countries
DOMESHIC SAIES ...ooeiiiiiiiiieei e imeeeeme et e e

(thousands of tonnes)

Refined products
Export and sales on international markets

47,133 28,243 30,350

4,575 5,168 4,314
11,086 8,489 4,538
62,794 41,900 39,202

(thousands of tonnes)

WhOIESAIE......cuiiiiiiice et 90,507 90,097 85,917

RELAIL....eeiiiiieie s 6,353 6,580 6,568
Domestic sales

WhOIESAIE.......uiiiiiiiei ettt 11,596 11,432 11,641

RELAIL ...t s 9,773 9,161 8,856

118,229 117,270 112,982

Total sales volume of crude oil and refined products.......................... 181,023 159,170 152,184
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Realized average sales prices 2014 2013 2012

Average realized price international

Oil (excluding Customs Union countries) .................. ($/barrel) 92.94 107.96 1D9.
Oil (Customs Union countries) ..........cccceecceeveeeenneenn. ($/barrel) 46.27 50.70 3.
Refined products
WHOIESAIE ....ccovevieiiciecctee et ($/tonne) 801.48 5. 883.1¢
Retal.....voeiiiciieic e ($/tonne)  1,6H.8 1,645.94 1,63218
Average realized price within Russia
Ol e s ($/barrel)  42.06 49.35 492
Refined products
WhOIESAIE ... ($/tonne) 623.77 . 69691
RELAI ... ($/tonne) 925.90 1,028.58 9821

In 2014, our revenues increased by $2,715 millarhy 1.9%, compared to 2013 (in 2013, our revenues
increased by $2,281 million, or by 1.6%, compare@Q@12). Our revenues from crude oil sales incibase
by $9,738 million, or by 35.6% (in 2013, revenuesni crude oil sales decreased by $329 million,yor b
1.2%). Our revenues from sales of refined proddetsreased by $6,083 million, or by 5.8% (in 2013,
revenues from sales of refined products increageRllt865 million, or by 1.8%).

The changes in ruble-nominated revenues againsg 2@te significantly affected by the nominal ruble
devaluation by 17.1%.

Sales of crude oil

2014 vs. 2013

Despite the decrease of the international realizade oil prices by 13.9%, our international sag&genue
(beyond the Customs Union) increased by 43.7%, yr$8,759 million, compared to 2013. Our
international sales volumes increased by 18,89Qstnad tonnes, or by 66.9%, compared to 2013, as a
result of increased volumes of crude oil tradingd anmmencement of commercial production from the
West Qurna-2 field.

In 2014, as a result of the ruble devaluation deldrop of international crude oil prices, our iz
domestic crude oil price decreased by 14.8%, coetpto 2013. At the same time, our domestic sales
volumes increased by 2,597 thousand tonnes, o028 which was largely demand driven and partly
resulting from the increase in the volumes of craideroduction in Russia. As a consequence, in4201
our domestic sales revenue increased by 11.3%y; $847 million.

In 2014, our revenue from crude oil export from Sashoth to the Group companies and third parties
amounted to $19,195 million.

2013 vs. 2012

Compared to 2012, our international sales voluneeseaased by 1,253 thousand tonnes, or by 3.6%, due
to decreased export from Russia together with ticeeased supplies of own crude oil to our overseas
refineries. Along with the decrease in crude oitgs, this led to the decrease in our internaticadds
revenue by 6.8%, or by $1,766 million. At the sainge, domestic sales volumes increased nearly two-
fold, compared to 2012, due to significant increa$edomestic demand and increase of crude oll
production in Russia. As a result, in 2013, our dstic sales revenue increased by 87.9%, or by
$1,437 million.

In 2013, our revenue from crude oil export from Sasoth to the Group companies and third parties
amounted to $22,885 million.

Sales of refined products

2014 vs. 2013

Compared to 2013, our revenue from the wholesaleefiried products outside of Russia decreased by
$4,426 million, or by 5.8%. The decrease in salésep by 6.2% in 2014 was partially compensated by
the increase in sales volumes by 0.5% compare@18.2

In 2014, our realized retail prices outside of Ruskecreased by 0.9% and volumes decreased by 3.4%,
that resulted in the decrease of retail revenug4®s million, or by 4.3%, compared to 2013.
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In 2014, our revenue from the wholesale of refipeolducts on the domestic market decreased by 10.2%,
or by $820 million. A decrease in realized pricgs11.5% due to the ruble devaluation was partially
compensated by an increase in sales volumes by. 1.4%

In 2014, our revenue from retail sales in Russierelsed by $374 million, or by 4.0%. As a result of
ruble devaluation, our average domestic retailgsridecreased by 10.0%, that was partially offsehby
increase of retail sales volumes by 6.7%.

In 2014, our revenue from export of refined produitbm Russia both to Group companies and third
parties amounted to $15,711 million.

2013 vs. 2012

Compared to 2012, our revenue from the wholesalefified products outside of Russia increased by

$1,086 million, or by 1.4%. The main reason foistiias the increase in sales volumes by 4.9%, as a
result of higher volumes of refined products tradirt the same time, our realized wholesale prices

decreased by 3.3%, compared to 2012.

Compared to 2012, neither our retail volumes néailr@rices outside of Russia changed significantly
therefore, our international retail sales reveramained on the level of 2012.

In 2013, our revenue from the wholesale of refimedducts on the domestic market did not change
significantly. Decrease in sales volumes by 20ushand tonnes, or by 1.8%, was compensated by the
increase in sales price by 1.1%.

Our revenue from retail sales in Russia increase®#83 million, or by 8.4%, in 2013. Retail sales
volumes increased by 3.4%, as a result of the &serén domestic demand for motor fuels. Averagailret
prices in Russia increased by 4.8%, compared t@.201

In 2013, our revenue from export of refined produtbm Russia both to Group companies and third
parties amounted to $17,309 million.

Sales of petrochemical products

2014 vs. 2013

In 2014, our revenue from sales of petrochemicatipcts decreased by $712 million, or by 39.1%. This
was largely due to a significant decrease of doimseates volumes, compared to 2013, as a resokase

of production at our plant in Stavropol region afsRia as a consequence of a fire at the planeiernh of
February 2014.

2013 vs. 2012

Our revenue from sales of petrochemical productsessed by $412 million, or by 29.2%, in 2013.
Domestic sales volumes increased by 413 thousamm$p or by 121.5%, after resuming of the productio
at our petrochemical plant in the Stavropol regidRRussia at the end of the third quarter of 2(4t2he
same time, in 2013, our international sales voludexgeased by 18.1%, due to a temporary shutdown of
our petrochemical plant Karpatnaftochim Ltd. in bike, which resulted from unfavorable economic
conditions.

Sales of gas and gas products

2014 vs. 2013
Sales of gas and gas refined products decreasgtid@ymillion, or by 4.4%, compared to 2013.

In 2014, gas products wholesales revenue increage®25 million, or by 2.1%. Average realized
wholesale prices decreased by 5.9% and sales velfioneggas products increased by 8.6%. Retail gas
products revenue decreased by $20 million, or BYy63.compared to 2013.

Natural gas sales revenue decreased by $157 mitlioby 9.6%. The decrease was mainly due to lower
production in Uzbekistan and the decrease in redliprices.

2013 vs. 2012
Sales of gas and gas refined products decreasg2%million, or by 0.8%, in 2013, compared to 2012.

Gas products wholesales revenue decreased by $id@nhnor by 11.0%, in 2013. Average realized
wholesale prices decreased by 2.0% and gas prodholssale volumes decreased by 9.2% as a result of
planned overhauls performed at our gas proces$amspin the Ural region and Western Siberia in201

In 2013, retail gas products revenue increasedlByrdillion, or by 2.0%, compared to 2012.
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Natural gas sales revenue increased by $105 mildoroy 6.8%, in 2013 as a result of the increase i
natural gas sales price in Russia, compared t0.2012

Sales of energy and related services

2014 vs. 2013

In 2014, our revenue from sales of electricity, thead related services increased by $57 millionbyr
3.6%, due to the acquisition of power generatingany ISAB Energy in Italy in July 2014. In Russia,
the effect of increased sales volumes was offs¢héyffect of ruble devaluation.

2013 vs. 2012

Our revenue from sales of electricity, heat andtesl services increased by $181 million, or by %3.M
2013, due to commissioning of a combined cycletgasne (“CCGT") unit with a capacity of 410 MW
in Krasnodar, Russia in late 2012 and another t@&T units with a combined capacity of 235 MW in
Astrakhan, Russia in mid-2013, and consequent aserén volumes of power and capacity generation in
2013.

Sales of other products

Other sales include non-petroleum sales throughedail network, transportation services, rentakreie,
crude oil extraction services, and other revenueunfproduction and marketing companies from safes
goods and services not related to our primary iietsv

2014 vs. 2013

In 2014, revenue from other sales decreased by #il8n, or by 6.7%. After the Group obtained full
control over ISAB in December 2013, the refineryloger provided processing services to third parti
which was the main reason for the decrease in ahless revenue compared to 2013. At the same time,
since the second quarter of 2014, we increasedhuevérom rendering crude oil extraction serviced an
since the third quarter of 2014, other sales alsluded revenue from sales of diamonds.

2013 vs. 2012
In 2013, other sales increased by $181 milliorhyo10.0%.

Since obtaining control over the ISAB in Septeml2€&12, other sales also include revenue from
processing services, rendered by this refinery dexapn 2013, the amount of this revenue totaled
$218 million.

Operating expenses

Operating expenses include the following:
2014 2013 2012
(millions of US dollars)

Hydrocarbon extraction eXPEnSES ...........ceccceeeviienerieeeeneaeaenn, 4,718 4,335 3,861
OWN refiNiNg EXPENSES ......oriiiieiii it 2,059 2,170 1,66¢
Refining expenses at third parties and affiliatdahegies................ 266 286 79¢
Cost of processing operations at ISAB..........cccccieiieiciiiieieenn. - 185 64
Expenses for crude oil transportation to refineries..................... 1,036 1,265 1,241
Power generation and distribution eXpenses ...............coevvimme... 838 717 619
Petrochemical EXPENSES .........cc.uuvveees e e e e eeiireeeeaee e e s s 182 320 303
Other operating expenses 1,016 808 804
Total operating expenses 10,115 10,086 9,35¢

The method of allocation of operating expenses aliffers from the approach used in preparing tite d
for Note 22 “Segment information” to our consoligéffinancial statements. Expenditures in the segmen
reporting are grouped depending on the segmenthichwa particular company belongs. Operating
expenses for the purposes of this analysis arepgrbbased on the nature of the costs incurred

The changes in ruble-nominated operating expengamst 2013 were significantly affected by the
nominal ruble devaluation by 17.1%.

In 2014, our operating expenses remained nearthenevel of the previous year (the increase by0.3
compared to 2013).

In 2013, our operating expenses increased by $7idmor by 7.8%, compared to 2012.
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Hydrocarbonextractionexpenses

Our extraction expenses include expenditures kléderepairs of extraction equipment, labor costs,
expenses on artificial stimulation of reservoirgglfand electricity costs, cost of extraction ofunal gas
liquids, property insurance of extraction equipmemd other similar costs.

2014 vs. 2013

In 2014, our extraction expenses increased by $38®n, or by 8.8%. In 2014, our extraction expess
included start-up costs and production expensestecklto West Qurna-2 project in the amount of
$640 million. In Russia, the increase in costs e@apensated by the ruble devaluation.

Our average hydrocarbon extraction expenses iretlefagm $5.58 per BOE in 2013 to $5.74 per BOE in
2014, or by 2.9%. This increase was largely duewtde-off of certain start-up costs related to
commencement of commercial production at West Q@roéfield in 2014.

2013 vs. 2012

In 2013, our extraction expenses increased by $diflion, or by 12.3%, as a result of the increase i
energy costs triggered by the tariffs growth, repaartificial stimulation of reservoirs and maimasce
costs. In 2013, $68 million of the extraction expes growth refer to ZAO Samara-Nafta, acquired in
April 2013. Our average hydrocarbon extraction ¢osteased from $5.04 per BOE to $5.58 per BOE, or
by 10.7%, in 2013.

Own refining expense

2014 vs. 2013
In 2014, our own refining expenses decreased by $dillion, or by 5.1%.

Refining expenses at our domestic refineries deeakdy 6.7%, or by $78 million. The increase of
expenses as a result of higher consumption of isddidue to increased share of high-octane gasoline
production and increased energy and overhaul eastsoutweighed by the ruble devaluation.

Refining expenses at our international refineriesrdased by 3.3%, or by $33 million. The decredse o
expenses was largely against the background of IkigH of expenses of our Romanian refinery in 2013
due to overhauls which was partially outweigheddmgts of our lubricants plant in Austria that we
acquired at the beginning of 2014. Depreciatioawb to US dollar was also a factor of costs desrea

2013 vs. 2012
Our own refining expenses increased by $501 milliwrby 30.0%, compared to 2012.

In 2013, refining expenses at our domestic refagicreased by 1.3%, or by $15 million. The growith
expense related to higher volumes of production ewedeased energy costs was partially offset by
decreased consumption and cost of additives.

Refining expenses at our international refinemesaased by 92.0%, or by $486 million. The incresas
mainly due to obtaining control over ISAB in SepteEm2012.

Refining expenses at third party and affiliatedrrefies

Along with our own production of refined products wefine crude oil at third party and affiliated
refineries both in Russia and abroad.

2014 vs. 2013

In 2014, refining expenses at third party and iatfid refineries decreased by 7.0%, or by $20anilldue
to the decrease in production at the Zeeland nefitteat resulted from overhaul in the second quaste
2014.

2013 vs. 2012

In 2013, refining expenses at third party and iatfd refineries decreased by 64.2%, or by $51Romjl
as a result of obtaining control over ISAB in Sepber 2012 and ceasing of crude oil processingiat th
party refineries in Belarus since September 2013.

Expenses for crude oil transportation to refineries

Expenses for crude oil transportation to refinemetude pipeline, railway, freight and other costtated
to delivery of the Group’s own crude oil to refirees for further processing.

20



2014 vs. 2013

In 2014, our expenses for crude oil transportatmrefineries decreased by $229 million, or by 8.1
largely due to the decrease in volumes of supplyvat crude oil from Russia to our refineries in garia
and Romania.

2013 vs. 2012

In 2013, our expenses for crude oil transportatmrefineries increased by $24 million, or by 1.9Phe
increase in volume of supplies of crude oil prodlbg the Group in Russia to our international refies,
compared to 2012, was partially offset by ceasihgrade oil processing at third party refineries in
Belarus since September 2013.

Petrochemical expenses

2014 vs. 2013

In 2014, operating expenses of our petrochemicahtpl decreased by $138 million, or by 43.1%,
compared to 2013. This was largely due to the cehg®oduction at our plant in Stavropol region of
Russia as a consequence of a fire at the plahtiend of February 2014, and ruble devaluation.

2013 vs. 2012

In 2013, operating expenses of our petrochemiaaltplincreased by $17 million, or by 5.6%, compared
to 2012. The increase of expenses in Russia relatgdly to resuming production at our petrocheinica
plant in the Stavropol region of Russia at the efitthe third quarter of 2012 was partially compéeeday

the decrease of expenses at our petrochemical lematnaftochim Ltd. in Ukraine as a result of its
temporary shutdown due to unfavorable economic itiond.

Power generation and distribution expenses

2014 vs. 2013

Our power generation and distribution expenseseas®d by $121 million, or by 16.9%, compared to
2013. The main reason for this increase was theisitign of power generating company ISAB Energy in
Italy in July 2014.

2013 vs. 2012

In 2013, power generation and distribution experiseseased by $98 million, or by 15.8%, due to
commissioning of a CCGT unit with a capacity of 448V in Krasnodar, Russia in late 2012 and two
CCGT units with a combined capacity of 235 MW intidghan, Russia in mid-2013, and consequent
increase in volumes of power and capacity generati@013.

Other operating expenses

Other operating expenses include expenses of thapGr upstream and downstream entities that do not
relate to their core activities, namely renderirigransportation and extraction services, coststber
services provided and goods sold by our produdimh marketing companies, and of non-core businesses
of the Group.

2014 vs. 2013

In 2014, other operating expenses increased by #28n, or by 25.7%, driven largely by changes in
estimates of existing asset retirement obligatidvisreover, other operating expenses in 2014 include
expenses of production of diamonds that commentéuki third quarter of 2014.

2013 vs. 2012
Other operating expenses increased by $4 millioby®.5%, in 2013.

Cost of purchased crude oil, gas and products
Cost of purchased crude oil, gas and productsdedthe cost of crude oil and refined products msed

for trading or refining, gas and fuel oil to supplyr power generation entities and the result diirey of
crude oil and refined products sales.
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2014 vs. 2013

In 2014, cost of purchased crude oil, gas and ptsdacreased by $5,321 million, or by 8.1%, laygss
a result of the increase in crude oil trading vadsmthat was partially offset by the decrease in
international crude oil prices.

In 2014, we recognized a $1,892 million net gaonfrhedging, compared to a $200 million net loss in
2013.

2013 vs. 2012

Cost of purchased crude oil, gas and products asec by $1,776 million, or by 2.8%, in 2013. The
increase in the refined products trading volumes partially offset by the decrease in internatiarade
oil prices.

In 2013, we recognized a $200 million net loss ftoeging, compared to a $321 million net loss ih20
Transportation expenses

2014 vs. 2013

In 2014, transportation expenses decreased by #d86n, or by 6.3%, compared to 2013. The decrease
of expenses as a result of the decrease in téaiffely due to the ruble devaluation was parthsetfby
effect from increased volumes of crude oil tradicgmpared to 2013.

Our actual transportation tariffs related to crualeand refined products deliveries to various expo
destinations, weighted by volumes transported, gbdrnto 2013 as follows: crude oil pipeline tariffs
decreased by 11.8%, railway tariffs for refined durcts transportation decreased by 15.6%, crude oil
freight rates decreased by 38.9%, and refined mitsdteight rates decreased by 13.5%.

2013 vs. 2012

Our transportation expenses increased by $119omillbr by 1.9%, compared to 2012. The increase in
transportation expenses was due to a change ia stlecture. In 2013, we increased export of reffine
products from Russia and decreased export of apildegether with an increase in domestic salee Th
higher level of transportation tariffs for refin@doducts, compared to those for crude oil, resditietthe
increase of transportation expenses.

Our actual transportation expenses related to coildend refined products deliveries to various @xp
destinations, weighted by volumes transported, gbdrnto 2012 as follows: crude oil pipeline tariffs
decreased by 2.3%, railway tariffs for refined proid transportation increased by 4.8%, crude eigfit
rates decreased by 5.4%, and refined productshireages decreased by 13.1%.

Depreciation, depletion and amortization

2014 vs. 2013

In 2014, our depreciation, depletion and amortimatxpenses increased by $3,060 million, or by%3.2
compared to 2013, which included $2,980 millionatet! to the West Qurna-2 field, where we
commenced commercial production in the second guaft2014.

2013 vs. 2012

Our depreciation, depletion and amortization expsnscreased by $924 million, or by 19.1%, compared
to 2012. This was a result of the Company’s caitglenditures and the corresponding increase ireval
of depreciable assets. Moreover, the acquisitiodA® Samara-Nafta, the increase of production from
the Yu. Korchagin field in the Caspian Sea anddfiect of obtaining control over ISAB in September
2012 contributed to this increase.

Equity share in income of affiliates

The Group has investments in equity method aféiadnd corporate joint ventures. These companges ar
primarily engaged in crude oil exploration, prodoist marketing and distribution operations in the
Russian Federation, crude oil production and margeh Kazakhstan and refining operations in Europe
Currently, our largest affiliates are Turgai Pedtoh and Tengizchevroil, exploration and production
companies operating in Kazakhstan, the Zeelandewgfiin the Netherlands and OOO Bashneft-Polus, an
exploration and production company that developsTitebs and Titov oilfelds in Timan-Pechora, Russia

2014 vs. 2013

Our share in income of affiliates decreased by®$#Bon, or by 4.0%, compared to 2013.
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2013 vs. 2012

Our share in income of affiliates increased by $ailfion, or by 11.0%, compared to 2012. The main
reason for this was a sharp increase in incomeun§di Petroleum against the background of low net
income due to the additional excess profit taxpioor periods accrued in 2012.

Taxes other than income taxes

2014 2013 2012
(millions of US dollars)

In Russia
Mineral exXtraction taXeS............ccveiummeereesrie et 11,596 12,333 12,261
Social security taxes and contributions ..............ccccccoeiiiiiiinee. 465 517 493
PTOPEITY TX ...ttt et eee e e bbb 463 539 511
Oher tAXES ...t 81 107 82
Total IN RUSSIA....uiieiieiieeeee et 12,605 13,496 13,347
International
Mineral extraction taXeS............ccveirummeereerrie e 51 77 93
Social security taxes and contributions ..............cccccoiiiiiiiiinn. 121 123 111
(0] 01T £ Y = N 39 32 24
Oher tAXES ...ttt 76 75 91
Total internatioNally ...........ccuueeiiiiiiei i 287 307 319
TOUA ..o 12,892 13,803 13,666

2014 vs. 2013

Our taxes other than income taxes decreased by $8ildn, or by 6.6%, compared to 2013, which was
driven largely by the decrease in the mineral exima tax rate. The decrease in social securitgdaand
contributions and property tax in Russia againdt3@as mainly due to the ruble devaluation.

In 2014, application of the reduced rate for cradgroduced from depleted oilfields and the zeaterfor
crude oil produced from oilfields with extra heasnude oil and from greenfields led to $2,164 miilio
mineral extraction tax reduction ($1,921 millionZ@13).

2013 vs. 2012

In 2013, taxes other than income taxes increasetl.@¥, or by $137 million, compared to 2012. Our
mineral extraction tax expenses did not changeifgigntly compared to 2012. The effects of growth o
mineral extraction tax rate and the increase inekiim crude oil production were offset by the irg®in
the amount of mineral extraction tax incentive.

In 2013, application of the reduced rate for crad@roduced from depleted oilfields and the zeaterfor
crude oil produced from oilfields with extra heasrude oil and from greenfields led to $1,921 miilio
mineral extraction tax reduction ($1,490 millionZ@12).

Excise and export tariffs

2014 2013 2012
(millions of US dollars)

In Russia

Excise tax on refined products 1,870 1,950 1922
Crude oil export tariffs...........ccccceeennee. 9,362 10,030 1131¢
Refined products export tariffs 5,961 6,263 5561
TOtal iN RUSSIA . ...eiiiiiiiiiiiiiiiiee e eeeee e e e 17,193 18,243 1879¢
International

Excise tax on refined products .............ceeeeeeeeeiiniiiieeneeeeeennns 3,792 3,598 3,35
Crude oil export tariffs .........ccccceeeiiiiiccccec e 173 251 274
Refined products export tariffS.........cccccccceereviieeiiiiciiiieceee e 206 242 40¢
Total internatioNally ...........ccuueeiiiiiii e 4,171 4,091 4,08
QLI = PP PP PPPPP 21,364 22,334 22,88
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2014 vs. 2013

In 2014, export tariffs decreased by $1,084 millionby 6.5%. Compared to 2013, the volumes of erud
oil export beyond the Customs Union decreased B§3and crude oil export duty rate decreased by
6.5%, that was partially compensated by the movésnafrexport tariffs in stock.

Outside Russia, the increase of excises was dtletincrease of volumes of sales subject to excises
mainly as a result of the acquisition of retailvnatk in the Netherlands in the end of 2013.

2013 vs. 2012

Following the decrease of export duty rate and expolumes in 2013, our crude oil export tariffs
decreased by $773 million, or by 4.4%. At the saime, compared to 2012, our refined products export
tariffs increased as a result of the increase afraes of refined products exported outside of thst@ms
Union.

The increase in excise tax expense outside of Russmpared to 2012, was a result of higher volame
sales subject to excises.

Although the excise rates for motor fuels exceptEaro-5 gasoline increased, compared to 2012, the
increase of the share of Euro-5 motor fuels inpgroduction in Russia let us secure our excise esggeim
2013, compared to 2012. In 2013, all the gasolioelypced by the Group in Russia complied with Euro-5
ecological class, while in 2012 the share of Eugasoline was lower.

Exploration expenses

2014 vs. 2013

In 2014, our exploration expenses increased by $&ildn, or by 83.4%, that was a result of thergase

in the amount of dry hole write-offs, compared @13. In 2014, as a result of adverse changes in
economic environment, dry hole write-offs totalet®$ million and related to projects in Cote d’lwoin

the amount of $240 million, in Ghana in the amaafr$151 million, in other regions outside of Rusisia
the total amount of $264 million and in Russia lie amount of $139 million. In 2013, dry hole costs
amounted to $314 million.

2013 vs. 2012

Our exploration expenses increased up to $238 amjllior by 65.4%. Dry hole costs amounted to
$314 million in 2013 and $127 million in 2012.

In 2013, we charged to expense the costs of explyravells in Ghana in the amount of $92 million, i
Cote d’lvoire in the amount of $89 million, in SiarLeone in the amount of $81 million and in Viema
in the amount of $15 million. The costs of signlmnuses, in the total amount of $35 million, whicas
also written off in 2013, relate to the projectsSierra Leone and Vietnam. This was included irs los
disposals and impairments of assets. In Russiahalg/cost amounted to $36 million and related hjost
to the results of exploratory drilling in the Volgagion.

(Loss) gain on disposals and impairments of assets

2014 vs. 2013
In 2014, the Company recognized an impairmentilogise total amount of $1,673 million.

The Company recognized an impairment loss forfdagation and production assets in the amount of
$916 million, including $761 million related to T#ealno-Astrakhanskoe gas-condensate field in the
Volga region of the Russian Federation and $13%amilrelated to two oilfields in the Timan-Pechora
region of the Russian Federation, due to the adweranges in the economic environment.

An impairment loss in the amount of $218 million sveecognized in the refining, marketing and
distribution segment due to unfavorable market dao.

In April 2014, the Group entered into an agreentersiell its 50% share in Caspian Investment Ressurc
Ltd. The loss on expected disposal of this share egiimated at $358 million. For more details as th
agreement, refer to page 3.

Moreover, the Group wrote off signing bonuses ezlato projects in Ghana in the amount of
$45 million, in Sierra Leone in the amount of $5@lion and in Cote d’lvoire in the amount of
$86 million.

In 2014, the cumulative impact of the above memtbimpairment losses (including the above mentioned
dry hole write-offs) on the net income attributatdeDAO LUKOIL totaled $2.3 billion and impact omio
EBITDA totaled $2.4 billion.

24



2013 vs. 2012
In 2013, the Company recognized an impairmentilogise total amount of $2,466 million.

The Company recognized an impairment loss forfdagation and production assets in the amount of
$941 million, including $510 million related to thuzhnoye Khylchuyu oil field in the Timan-Pechora
region of the Russian Federation, due to a revisfayeological models.

Also, the Company recognized an impairment lossherassets of Karpatnaftochim Ltd., a petrocheimica
plant in Ukraine, in the amount of $411 million dteeeconomic instability and unfavorable economic
conditions.

The Company recognized an impairment loss of asge®00 LUKOIL-Ecoenergoa power generating
company in European Russia, in the amount of $2ifldmdue to unfavorable market conditions in the
energy sector in Southern Russia.

An impairment loss in the amount of $198 million sweecognized in the refining, marketing and
distribution segment due to unfavorable market dar.

The Group recognized an impairment loss in the aaof $646 million related to goodwill on the
acquisition of ISAB due to changes in the econoemigironment.

In 2013, the cumulative impact of the above memibimpairment losses (including the above mentioned
dry hole write-offs) on net income attributable@®O LUKOIL totaled $2.4 billion and impact on our
EBITDA totaled $2.6 billion.

Interest expense

2014 vs. 2013

In 2014, our interest expense increased by $14Bomilor by 30.5%, compared to 2013 as a result the
increase in the long term debt.

2013 vs. 2012
Compared to 2012, we decreased our interest exjpgrB80 million, or by 9.3%.

Other non-operating (expense) income

2014 vs. 2013
In 2014, other non-operating expense representedias of individually insignificant gains and losse
2013 vs. 2012

In 2013, we recognized income of $199 million rethto the revaluation to fair value of the Group86
interest in ZAO Kama-oil as at the date of acqigisibf the remaining 50% interest.

Income taxes

The maximum statutory rate in Russia is 20%. Né&wedess, the actual effective income tax rate may be
higher due to non-deductible expenses or lower tdueertain non-taxable gains. Moreover, quarterly
deviations of the effective income tax rates frdm maximum statutory rate may happen due to cuyrenc
translation losses and gains reported by Russibsidiaries, that decrease or increase taxable iadom
the respective periods.

In 2014, our total income tax expense decreasefi7B3 million, or by 27.3%, compared to 2013. Our
income before income tax decreased by $3,686 mijlto by 35.2%.

In 2014, our effective income tax rate was 30.4%ngared to 27.1% in 2013. The high level of our
effective income tax rate in the periods considevad a result of non-deductible losses and write-a$
well as taxable currency translation gains repobie&ussian subsidiaries.
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Reconciliation of net income to EBITDA (earnings bfore interest, income taxes, depreciation and
amortization)

2014 2013 2012
(millions of US dollars)

NETINCOME .....iiiiiiiiiiiiee e 4,746 7,832 11,004
Add back:

INCOME taX EXPENSE .....coeiiiiiiiiiiieieeee e 2,058 2,831 2,798

Depreciation and amortization ..............cccceeeeeerininnnnennn. 8,816 5,756 4,832

INterest EXPEeNSE......ooeeveeiiiii e 637 488 538

Interest and dividend income .............oovcecmcvvivieieeeeennn. (275) (239) (257)
[ 2 1 I RSP 15,982 16,668 18,915

Add back the loss on impairment of assets and dig h

related WIte-0ffS .......ooeve i 2,444 2,587 —
Adjusted EBITDA .....cccueieeiiieeeeeieeeeeeeeee e 18,426 19,255 18,915

EBITDA is a non-US GAAP financial measure. EBITD# defined as net income before interest, taxes
and depreciation and amortization. The Companyebet that EBITDA provides useful information to
investors because it is an indicator of the stieragid performance of our business operations, divodu
our ability to finance capital expenditures, acigiges and other investments and our ability toumand
service debt. While depreciation and amortizatiod eonsidered as operating costs under US GAAP,
these expenses primarily represent the non-caskrtyperiod allocation of costs associated withglon
lived assets acquired or constructed in prior gerid he EBITDA calculation is commonly used as sida
for some investors, analysts and credit rating eigsnto evaluate and compare the periodic and dutur
operating performance and value of companies withénoil and gas industry. EBITDA should not be
considered in isolation as an alternative to nebiime, operating income or any other measure of
performance under US GAAP. EBITDA does not inclade need to replace our capital equipment over
time.
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Liquidity and capital resources

2014 2013 2012
(millions of US dollars)
Net cash provided by operating aCtiVities .. . .vvvrieriieeiiiiiiiiiiiiee e 15,568 16,449 18,997
Net cash used in iINVEStiNG aCHIVILIES ... eeeeeiiiiiiiieiie e e (14,643) (18,639) (13,216)
Net cash provided by (used in) financing activities....................c..ccccvvee.... 1,060 1,029 (5,680)

Operating activities

Our primary source of cash flow is funds generdtedh our operations. In 2014, cash generated from
operations decreased by 5.4%, compared to 2013randnted to $15,568 million.

Investing activities

In 2014, the amount of cash used in investing @@ss decreased by 21.4% largely against the
background of significant acquisitions of licensesl subsidiaries in 2013.

Our capital expenditures, including non-cash tretisas, remained on the level of the previous yeat
amounted to $15,391 million.

2014 2013 2012
(millions of US dollars)

Capital expenditures,including non-cash transactions and prepayments
Exploration and production

RUSSIA. ...ttt e 8,151 8,325 7,085
INEEINALIONE .o et e e ettt e e e e e e e e e e e e e naeieeas 3,731 3,483 1,888
Total exploration and ProduCtioN ............cccccuviiiierieee e e 11,882 11,808 8,973

Refining, marketing and distribution

T T - R 1,990 1,736 1,439

INEEINALIONA ... i 801 979 568
Total refining, marketing and distribution................ooovvviemiereee e, 2,791 2,715 2,007
Chemicals

L 1S T- S 251 105 62

a1 (=Y g = LT ] - SRS 2 8 28
TOtal CREMICAIS ......vviiiiiieiec e e 253 113 90
Power generation and diStribUtion.......... o .eeveereeeeee e eeeens 340 285 503
ONET e 125 513 277
Total capital EXPENAITUIES .......oiiieeiiiie e 15,391 15,434 11,850

Capital expenditures in the exploration and prodacsegment were flat to 2013. In Russia, despiée t
increase in volumes and cost of production drillingpital expenditures decreased due to the effiect
ruble devaluation. Internationally, we increasegenditures in Shakh-Deniz project in Azerbaijan and
commenced exploration activities at our new prgj@ctGhana and Romania.

The increase of capital expenditures in domesfioing, marketing and distribution segment was tue
continuing construction of a vacuum gasoil refineoynplex at the Volgograd refinery and constructdn
a heavy residue processing complex and a powerag@nefacility at our refinery in Perm.

Other capital expenditures mostly refer to investtmeof OAO Arkhangelskgeoldobycha, a Group
company, involved in diamond deposits developmerthe Arkhangelsk region of Russia. The decrease
of the respective capital expenditures was duailfdlinent of the most stages of the capital invesnt
program at the deposits.

The table below shows our exploration and productiapital expenditures in promising new production
regions.

2014 2013 2012
(millions of US dollars)

R = L 1= DRSSP 520 338 476
Caspian regio(tl? ........................................................................................ 1,188 1,635 1,425
(€] 0= = 314 20 13
[O20) (=00 W 1V T Y 167 180 44
1 To PSR STRR 1,439 2,040 924
(854 o1 L) 7= o [ 838 657 477
ROMANIA .......iiiiiiiiiiieieee b ereeee e e e et et e et eeeeeeesessssses s s asaaarsaeaasrnnnnsererees 189 7 -
TOTAD vvvvtitttecee e e e e e e e e e e e e e e e e e e e aeeaeaeraararararararae 4,655 4,877 3,359

@ Russian and international projects.
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In 2014, we did not make significant investmentshi@ acquisition of licenses, whereas in 2013, au@r

company paid $835 million as a second 50% instaitnfier the acquisition of the subsoil rights foeth
site that includes the Imilorskoye, West Imilorskognd Istochnoye fields in Western Siberia. Thst fir
50% payment was made in December 2012.

2014 2013 2012
(millions of US dollars)

Acquisitions of subsidiaries and associates, inclity prepayments
related to acquisitions and non-cash transactions
Exploration and production

RUSSIA... e e e e e aa e e eaas 97 2,397 200

INterNational ...........oeiiiiiii e e 73 - 22
Total exploration and production ............cccceevvveerimeciiiieireeee e 170 2,397 222
Refining, marketing and distribution

RUSSIA ..ttt ettt ettt e e e e et e e e e e e eeaan (225) 333 25

INEEINALIONAI .....ooiiiiiii e e 40 46 658
Total refining, marketing and distribution................ccocvvviemreeeeeeeenne (185) 379 683
Power generation and distribution...........c . eeeemmeiiieeeereee s - 30 -
Less Cash aCqUIred .........coovuiiiiiiiiie et (34) (22) (19)
Total ACQUISITIONS ...uvviiiieeiiiiiiiiiieee e eeee et e e e (49) 2,785 886

In 2014, the Group invested $90 million in a jougnture with OAO NK Bashneft, $74 million in a jet
fuel operator in Russia and spent $35 million oe #tquisition of ISAB Energy, power generating
company in Italy. In 2013, the Company spent $3lliob for the acquisition of 100% of the shares of
ZAO Samara-Nafta and $266 million for the acquisitiof the remaining 50% of the shares of ZAO
Kama-oil.

Moreover, in 2014, we received back an advance payim amount of $367 million, related to planned
acquisition in refining, marketing and distributisagment in Russia.

Financing activities

In 2014, net movements of short-term and long-telebt generated an inflow of $2,524 million,
compared to an inflow of $4,125 million in 2013 adoutflow of $1,266nillion in 2012.

In the fourth quarter of 2014, the Company receiaddan from OAO Sberbank denominated in Russian
rubles with an outstanding amount of 63 billion lagh ($1,120 million) as of December 31, 2014,
maturing in 2017. Borrowings under this agreemearlbinterest at 12.66% per annum as of December 31,
2014.

In 2014, the Company received a loan from OAO Sikkin the amount of $500 million, maturing in
2021. Borrowings under this agreement bear intetestelve month LIBOR plus 2.75% per annum.

In the fourth quarter of 2013, the Company receigetban from OAO Sberbank in the amount of
$1.5 billion, maturing in 2018. Borrowings undeisttagreement bear interest at twelve month LIBOR
plus 2.50% per annum.

In the second quarter of 2013, a Group companye@éswo tranches of non-convertible bonds totaling
$3 billion. The first tranche totaling $1.5 billiamas placed with a maturity of 5 years and a coupeld

of 3.416% per annum. The second tranche totaling Billion was placed with a maturity of 10 yearsla

a coupon yield of 4.563% per annum. All bonds waeeed at face value and have a half year coupon
period.

In December 2013, the Company paid $583 milliortii@r remaining 20% interest in ISAB.

In 2012, we purchased Company’s stock worth $12omiand spent $740 million for purchase of
equity-linked notes.

Credit rating

Standard & Poor’s Ratings Services set its longiteorporate credit rating and all debt ratings loa t
Company to BBB-.

Moody’s set the Company’s long-term corporate fgmalting and long-term issuer rating of Bal.

Fitch Ratings set the Company’s long-term issuéauderating to BBB-.

28



Contractual obligations, other contingencies and défbalance sheet arrangements
Capital commitments and contractual obligations

Under the terms of existing exploration and produrclicense agreements in Russia the Group has to
fulfill certain obligations: oil and gas exploratiowells drilling, fields development, etc., ana tGroup
also has commitments to reach a defined level thetton on the fields. Management believes that th
Group’s approved annual capital expenditure budfélg cover all the requirements of the described
license obligations.

In February 2013, the Group started to construea@ium gasoil refinery complex at OOO LUKOIL-
Volgogradneftepererabotka. Completion is expectethe end of 2015. As of December 31, 2014, the
amount of capital commitment related to this cartion is evaluated as $437 million.

In 2012, a construction agreement for a heavy-vesidydrocracking complex at LUKOIL Neftochim
Bourgas AD in Bulgaria was signed. Commissioninghef complex is expected in 2015. As of December
31, 2014, the amount of capital commitment relatetthis construction is evaluated as $52 million.

Group companies have commitments for capital exjpemrdcontributions in the amount of $253 million
related to various production sharing agreemengs the next 23 years.

The Company has signed a three-year agreemertidoyetars 2013-2015 for drilling services with EDC
Group Advisory Company Limited. The volume of theservices is based on the Group’s capital
construction program, which is re-evaluated onmmual basis. As of December 31, 2014, the amount of
capital commitment under this agreement for 20J&valuated as $861 million.

The Company has signed a strategic agreementdarrtboing provision of construction, engineering an
technical services with ZAO Globalstroy-Engineerifithe volume of these services is based on the
Group’s capital construction program, which is valeated on an annual basis. As of December 34,201
the amount of capital commitment under this agre®foe 2015 is evaluated as $44 million.

The Group has signed a number of agreements fastremtion of offshore platforms in the Caspian
region. As of December 31, 2014, the amount ofdhEtal commitment is evaluated as $564 million.
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The following table displays our total contractohligations and other commitments:

(millions of US dollars) Total 2015 2016 2017 2018 2019 After
On balance sheet
Shorttermdebt ..........ooovvvviiiiiiiiiceeeeeeeeeeeans 407 407 - - - - -
Long-term bank loans and borrowings........ 5,897 242 249 2,303 1,640 702 761
Long-term non-bank loans and borrowings.. 1 - - - - - 1
2.625% Convertible US dollar bonds,

mMaturing 2015.......ccceeeiviiiiiiiiiiieeee e, 1,488 1,488 - - - - -
6.356% Non-convertible US dollar bonds,

Maturing 2017 .......coocvvveiiineeeesieereeneees, 500 - - 500 - - -
3.416% Non-convertible US dollar bonds,

maturing 2018........cceeeeiiiiiiiiiiiieeeeeiniee, 1,500 - - - 1,500 - -
7.250% Non-convertible US dollar bonds,

maturing 2019........ccoooiiiiiiie e, 597 - - - - 597 -
6.125% Non-convertible US dollar bonds,

maturing 2020.........ccccvveriiiiieiieeeeniees, 998 - - - - - 998
6.656% Non-convertible US dollar bonds,

mMaturing 2022........ccoccvveiiiieieiieeeenneens, 500 - - - - - 500
4.563% Non-convertible US dollar bonds,

maturing 2023........cevieeiiiiiiiiieieeeeeeee 1,500 - - - - - 1,500
Capital lease obligation ............cccceeeiriiinee 141 31 18 17 18 20 37
TOTAL coovvveiiievmme e 13,529 2,168 267 2,820 3,158 1,319 3,797
Off balance sheet
Operating lease obligations................. coom- 374 146 61 46 38 33 50
Capital commitments in PSAS..............cve... 253 102 20 20 6 6 99

Capital commitments of Volgograd Refinery 437 331 106 - - -

Obligation under contracts for the
development of the V. Filanovsky oilfield 564 130  434@ - - -

Capital commitments under contract with
EDC Group Advisory Company Limited. 861 861 - - - -

Capital commitments of

LUKOIL Neftochim Bourgas AD............. 52 52 - - - -
Obligation under contract with
ZAO Globalstroy-Engineering................. 44 44 — — — —

) Amount for 2016 and 2017.
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Litigation and claims

On November 27, 2001, Archangel Diamond Corporafi@¢DC"), a Canadian diamond development
company, filed a lawsuit in the Denver District @pColorado against OAO Arkhangelskgeoldobycha
(“AGD"), a Group company, and the Company (togetttee “Defendants”). ADC alleged that the
Defendants interfered with the transfer of a diacherploration license to Almazny Bereg, a jointtuea
between ADC and AGD. ADC claimed compensatory dasag $1.2 billion and punitive damages of
$3.6 billion. On October 15, 2002, the District @oulismissed the lawsuit for lack of personal
jurisdiction. This ruling was upheld by the Colosa@ourt of Appeals on March 25, 2004. However, on
November 21, 2005, due to a procedural error, thlr@do Supreme Court remanded the case to the
Colorado Court of Appeals and the Colorado CouAmbeals remanded the case to the District Court. O
October 20, 2011, the Denver District Court dismisall claims against the Company for lack of
jurisdiction. On August 23, 2012, the Colorado GafrAppeals affirmed this decision. On July 1, 201
the Colorado Supreme Court denied ADC'’s Petition\itrit of Certiorari. The case in the state cogrt i
therefore over.

On January 6, 2012, ADC filed a lawsuit in the UBtiict Court for the District of Colorado (federal
court) reasserting almost identical claims asseitethe aforementioned lawsuit and dismissed by the
Denver District Court (state court). In the Fed&alrt case, the Company has filed a Motion to [Esm
On December 18, 2014, the federal court grantedribiion based on lack of personal jurisdiction over
the Company and the doctrine of forum non conveni&®C filed a notice of appeal and the case is now
pending in the US Court of Appeals for the Tentihc@Git. The Company plans to seek dismissal of the
case and vigorously defend the matter. Managenmes dot believe that the ultimate resolution o$ thi
matter will have a material adverse effect on theu@’s financial condition.

In 2011, the Prahova Police Inspectorate (Frauddtigation Unit), Romania, initiated an investigatof
several Romanian third parties (individuals and panies) in connection with alleged tax evasion and
money laundering. The investigation was later edeinto PETROTEL-LUKOIL S.A., a Group company.
In June 2014, the prosecutors with the Ploesti ColuAppeals (hereinafter — the “Prosecutor’s afjc
issued an order on initiation of criminal proceeggiragainst PETROTEL-LUKOIL S.A. refinery and its
general director based on alleged tax evasion aadeyn laundering. In September 2014, criminal
proceedings were initiated against two other Gromppanies, LUKOIL LUBRICANTS EAST EUROPE
S.R.L. and LUKOIL ENERGY & GAS ROMANIA S.R.L., faaiiding and abetting tax evasion and money
laundering. At the same time the Prosecutor’s effias brought charges against PETROTEL-LUKOIL
S.A. and its general director for tax evasion andney laundering. The amount of the claim is
approximately €230 million. The following precauiary measures were adopted against the refinery:
arrest of strategic inventory, fixed assets and egoon accounts. The general director is subje¢héo
undertaking not to leave the place. At the momeaeliminary investigation of the criminal case idrtge
conducted. According to preliminary estimate tigeistigation will take at least six months. At game
time, management of PETROTEL-LUKOIL S.A. and itg tnd legal consultants are actively defending
the lawful rights and interests of the refinerypwding all required reports, clarifications andhooents,
and preparing an exhaustive set of evidence follestging the claims of the Prosecutor’'s office.
Management does not believe that the ultimate wéisol of this matter will have a material adverffee

on the Group’s financial condition.

The Group is involved in various other claims amedal proceedings arising in the normal course of
business. While these claims may seek substansimlades against the Group and are subject to
uncertainty inherent in any litigation, managemdoés not believe that the ultimate resolution afhsu
matters will have a material adverse impact orGhaup’s operating results or financial condition.

Political situation

During 2014, there was an increase of political andnomic instability in Ukraine. Though the Groap’
assets and operations in Ukraine are not matéhnialGroup monitors the situation and assessesske r
associated with its operations in Ukraine. As ot®&waber 31, 2014, the Group recognized an impairment
loss related to assets held for sale amountingB®rillion and relating to goodwill amounting to %1
million. Management believes that there are norgble¢ential losses that can be identified and neaisty
estimated with respect to situation in Ukraineraspnt.
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Critical accounting policies

The preparation of financial statements in conftymiith US GAAP requires management to select
appropriate accounting policies and to make eséismahd assumptions that affect the reported amotints
assets, liabilities, revenues and expenses. See Nt@ummary of significant accounting policies"dar
consolidated financial statements for descriptiohthe Company’s major accounting policies. Certain
these accounting policies involve judgments ancertamties to such an extent that there is a redden
likelihood that materially different amounts wouldve been reported under different conditions,for i
different assumptions had been used.
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Forward-looking statements

Certain statements in this document are not hisibfacts and are “forward-looking.” We may frormé
to time make written or oral forward-looking statmts in reports to shareholders and in other
communications. Examples of such forward-lookiregeshents include, but are not limited to:

= statements of our plans, objectives or goals, @inlythose related to products or services
= statements of future economic performance

= statements of assumptions underlying such statesment

Forward looking statements that may be made byam fime to time (but that are not included in this
document) may also include projections or expemtatiof revenues, income (or loss), earnings (®)los
per share, dividends, capital structure or othaearfcial items or ratios. Words such as “believes,”
“anticipates,” “expects,” “estimates,” “intends” @rplans” and similar expressions are intended to
identify forward-looking statements but are not thelusive means of identifying such statements. By
their very nature, forward-looking statements imeolnherent risks and uncertainties, both genemdl a
specific, and risks exist that the predictionsgéasts, projections and other forward-looking stetets

will not be achieved. You should be aware that mlper of important factors could cause actual resuolt
differ materially from the plans, objectives, extaions, estimates and intentions expressed in such
forward-looking statements.

These factors include:
= inflation, interest rate and exchange rate fludtunst
= the price of oil
= the effects of, and changes in, Russian governpwity
= the effects of competition in the geographic anslitess areas in which we conduct operations
= the effects of changes in laws, regulations, taxatir accounting standards or practices
= our ability to increase market share for our prasland control expenses
= acquisitions or divestitures
= technological changes

= our success at managing the risks of the aforeomadi factors.

This list of important factors is not exhaustivehafv relying on forward-looking statements, you $thou
carefully consider the foregoing factors and othercertainties and events, especially in light of th
political, economic, social and legal environmemtwhich we operate. Such forward-looking statements
speak only as of the date on which they are maad, subject to any continuing obligations under the
Listing Rules of the U.K. Listing Authority, we dat undertake any obligation to update or revisg ah
them, whether as a result of new information, faitwvents or otherwise. We do not make any
representation, warranty or prediction that the ukts anticipated by such forward-looking statememits

be achieved, and such forward-looking statemenpsesent, in each case, only one of many possible
scenarios and should not be viewed as the mogy likestandard scenario.
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