
 
 

 

Alliance Oil Company Ltd is a leading independent oil company with vertically integrated operations in 
Russia and Kazakhstan. Alliance Oil has proved and probable oil reserves of 526 million barrels, refining 
capacity of 70,000 barrels per day and a network of gas stations and wholesale oil products terminals. 
Alliance Oil's depository receipts are traded on the NASDAQ OMX Nordic under the symbol AOIL. 

Alliance Oil Company Ltd: 
Interim report for the quarter  

ended 31 March 2010 
 

 Total revenue amounted to MUSD 501.1 (Q1 2009: MUSD 327.6). 

 EBITDA amounted to MUSD 100.7 (Q1 2009: MUSD 99.8).  

 Profit before tax amounted to MUSD 58.8 (Q1 2009: MUSD 55.9). 

 The result for the quarter amounted to MUSD 45.5 (Q1 2009:  
MUSD 50.5).  

 Earnings per share amounted to USD 0.26 (Q1 2009: USD 0.31).  

 5.6 mbbl (Q1 2009: 5.3 mbbl) of oil were refined and 3.8 mbbl  
(Q1 2009: 4.2 mbbl) produced.  

 Eurobond offering raised MUSD 350. 
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Dear shareholders, 

 

In the first quarter 2010, Alliance Oil produced 3.8 million barrels and refined 5.6 million barrels of oil in 
line with our full year targets. We report a 12% increase in EBITDA compared to the fourth quarter 
2009 with improved margins both in the upstream and downstream segment. 

The first quarter operations were affected by increased pipe-line and railroad transportation costs, 
higher domestic gas and electricity prices. However, the overall pricing environment remained 
favorable with Brent prices moving between USD 70-80 per barrel. The combination of these 
economic factors balanced our operations leading to practically flat domestic and export netbacks. The 
impact of the rouble exchange rate fluctuations was neutral as it floated around RUB 30 per USD for 
the period. 

In the upstream segment, regional performance has stabilized with improved operations in Volga-Urals 
and a lower contribution from the Tomsk region. Initial production from the Kolvinskoye field was 
transported to the Kharyaga facilities by using trucks on the winter-roads. Significant resources are 
committed to support the Kolvinskoye oil field development plan to start commercial production in 
2011. 

Our upstream capital expenditures plan for 2010 includes drilling of 74 new wells with 8 exploration 
wells in the Timano-Pechora and Volga-Urals regions. In Timano-Pechora, rigs were mobilized and 
drilling started at eight locations. We expect production increases from the new wells in the third 
quarter and consider the implementation of the drilling program to be well on track. 

In the downstream segment, maintenance works started at the catalytic reforming unit of the 
Khabarovsk refinery in March. The unit was shut for 50 days with lower volumes of gasoline produced 
and restarted on the 1 May 2010. New gasoline storage tanks of 5,000 cubic meters total capacity 
have been put into service at the Khabarovsk wholesale depot with the most advanced double-wall 
reservoir technology to provide considerably improved technological, ecological and work safety 
conditions. 

The modernization of the refinery is progressing as scheduled, and we expect to launch the upgraded 
refinery in 2012. Our general contractor for the modernization program, Technicas Reunidas, is 
gearing up deliveries of additional resources and equipment to the refinery’s construction site. 

The financial position of the company further improved. Following the successful placement of  
MUSD 350 five-year Eurobonds, our cash position stood at MUSD 455 with a larger part of the 
company’s debt due after 2012. 

 

Outlook 

Despite the current volatility in commodities’ and financial markets, our intention to deliver the targets 
highlighted in the company’s strategy through 2012 is firm. The long-term production target in 
upstream is to reach 90,000 barrels per day in 2012. The 2010 target remains at 50,000 barrels per 
day with a total production of 17 million barrels. 

In the downstream segment, we continue to focus on the refinery modernization project while further 
developing our marketing and retail operations. The Khabarovsk refinery’s plan is to process 21 million 
barrels of oil in 2010. 

The company will remain financially disciplined with a traditional focus on efficiency and integrity of its 
operations. We constantly seek to maintain our growth strategy and continue to pursue new business 
opportunities. 

 

Arsen Idrisov, 
Managing Director 
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Results – the Group   

 
 

(Expressed in USD thousands) 

Quarter ended   
31 March 

2010 

Quarter ended   
31 December 

2009 

Quarter ended   
31 March  

2009  

Revenue 501,050 544,740 327,566 

Cost of sales -353,872 -219,503* -194,068 

Operating income 69,930 234,006* 75,818 

Finance expenses, net -7,929 -8,062 -8,524 

Currency exchange losses, net -3,190 -346 -11,405 

Income tax expense -13,322 -37,249* -5,425 

Result for the period 45,489 188,333*   50,464 

EBITDA 100,705 90,159 99,843 

Operating cash flow before changes  
  in working capital 83,210 67,823 74,426 

Total cash flow from operations -22,448 164,031 56,260 

Total debt (at the end of the period) 958,532 710,148 629,113 

Liquidity position (including restricted cash)   
  (at the end of the period) 454,715 392,070 143,777 

Net debt (at the end of the period) 503,817 318,078 485,336 

Total equity (at the end of the period) 1,706,698 1,606,758 1,029,235 
 
* including reversal of impairment charge for oil and gas properties in amount of MUSD 174.67 

 
Group revenue for the quarter ended 31 March 2010 amounted to MUSD 501.05 (Q1 2009:  
MUSD 327.57) and comprises sales of crude oil, oil products and other income.  
 
Cost of sales amounted to MUSD 353.87 (Q1 2009: MUSD 194.07) and includes production costs for 
crude oil and oil products, depreciation, depletion and amortisation (“D,D&A”) and cost of other sales. 
 
Currency exchange losses amounted to MUSD 3.19 (Q1 2009: MUSD 11.41). The average exchange 
rates of the Russian Rouble to the USD used for the quarters ended 31 March 2010 and 2009 were 
29.89 and 33.93, respectively. The exchange rates at 31 March 2010 and 31 December 2009 were 
29.36 and 30.24, respectively. Currency exchange gains, related to intercompany loans, amounted to 
MUSD 15.11 (Q1 2009: losses of MUSD 60.51) net of tax and were recorded in the statement of 
comprehensive income.     
 

For the quarter ended 31 March 2010 the Group’s result attributable to the owners of the parent 
company amounted to MUSD 44.30 corresponding to USD 0.26 per share (Q1 2009: MUSD 50.87 
and USD 0.31 per share).  
 

Exploration and Production (Upstream)  

 
Alliance Oil Company Ltd operates upstream assets in three Russian regions: Timano-Pechora, 
Volga-Urals, Tomsk and in Kazakhstan.  

Revenue from sales of crude oil for the quarter amounted to MUSD 86.76 (Q1 2009: MUSD 64.61). 
Revenue from export of crude oil amounted to MUSD 51.68 (Q1 2009: MUSD 44.34), revenue from 
export to CIS countries amounted to MUSD 4.52 (Q1 2009: MUSD 18.09) and revenue from domestic 
sales amounted to MUSD 30.56 (Q1 2009: MUSD 2.18).  

 
Crude oil sales volumes and prices for export and domestic markets excluding intra-group crude oil 
sales of 1,489,284 barrels (Q1 2009: 1,769,056 barrels) are presented in the following tables:   

          
Quarter ended 31 March 2010 

  Export  CIS Domestic Total 

Sold volume (barrels) 1,241,611 101,310 965,491 2,308,412 

Gross price (USD/barrel) 75.03 44.66 37.36 57.94 

Net price (USD/barrel) 41.62 44.66 31.65 37.59 

Selling expenses (USD/barrel) 5.76 16.66 1.75 4.56 

Netback price (USD/barrel) 35.86 28.00 29.90 33.03 

Revenue from sales of crude oil (TUSD) 51,677 4,525 30,560 86,762 
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Quarter ended 31 March 2009 

  Export  CIS Domestic Total 

Sold volume (barrels) 1,678,193 652,099 130,816 2,461,108 

Gross price (USD/barrel) 42.17 33.75 17.74 38.64 

Net price (USD/barrel) 26.42 27.74 16.70 26.25 

Selling expenses (USD/barrel) 4.62 10.88 1.79 6.13 

Netback price (USD/barrel) 21.80 16.86 14.91 20.13 

Revenue from sales of crude oil (TUSD) 44,336 18,088 2,183 64,607 

 
The net prices are calculated by deducting VAT (for Russian domestic sales) or export duty (for export far abroad 
and CIS countries sales) from the gross prices. The netback prices are calculated by deducting VAT (for Russian 
domestic sales), railway and pipeline transportation costs or export duty, brokers’ commission and certain other 
costs (for export sales) or transportation, brokers’ commission and certain other costs (for CIS countries export) 
from the gross price. 
 

Oil production costs increased to MUSD 62.46 in the quarter compared to MUSD 39.14 for quarter 
ended 31 March 2009. The increase was primarily due to higher production and other taxes of  
MUSD 42.13 compared to MUSD 23.58 for the quarter ended 31 March 2009, together with the 
appreciation of the RUB, increased workover and maintenance activities and cost inflation. Production 
and  other taxes increased due to higher crude oil prices compared to quarter ended 31 March 2009.  
 
The D,D&A charge for upstream properties amounted to MUSD 23.57 (Q1 2009: MUSD 19.96) and 
increased due to the increase in future capital expenditures estimates at the end of 2009 and the RUB 
appreciation.   
 
Upstream segment operational data is presented below: 
 

  
Quarter ended   
31 March 2010 

Quarter ended   
31 March 2009 

Sales volume (consolidated) (barrels) 3,797,696 4,230,164 

       to external suppliers 2,308,412 2,461,108 

       to intragroup companies 1,489,284 1,769,056 

Revenue per barrel sold (USD/barrel) 34.85 21.19 

Production costs per barrel  sold (USD/barrel) 22.65 14.11 

        Production costs  5.35 3.82 

        Production and other taxes 11.09 5.57 

        Depreciation, depletion and amortisation 6.21 4.72 

      

Selling, administrative and other income/expenses, net (USD/barrel) 5.24 4.58 

EBITDA per barrel sold (USD/barrel) 13.17 7.22 

  

The upstream segment operating result was an income of MUSD 26.18 (Q1 2009: MUSD 15.09).   

The Group’s total oil production for the quarter amounted to 3,820,113 barrels (Q1 2009: 4,246,284 
barrels). The average daily production for the quarter amounted to 42,446 barrels per day (Q1 2009: 
47,181 barrels per day).   
 

  
Proved and probable 

oil reserves 
Crude oil production 

(Expressed in barrels) 31 December 2009 
Quarter ended   
31 March 2010 

Quarter ended   
31 March 2009 

Timano-Pechora region 304,917,000 1,103,197 1,309,097 

Volga-Urals region 146,989,000 1,838,973 1,867,507 

Tomsk region 60,606,000 748,700 952,543 

Kazakhstan 13,415,000 129,243 117,137 

Total  525,927,000 3,820,113 4,246,284 
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Timano-Pechora region   
 
11 drilling rigs were mobilised for the 2010 drilling program: 2 rigs to the Lek-Kharyaga oil field, 4 to 
the North Kharyaga oil field, 1 to the Middle Kharyaga oil fields and 4 to the Kolvinskoe oil field. Eight 
wells were drilled and one well at the North Kharyaga field was finished and placed into production. 
 
A total of 75,000 barrels were produced from two wells at the Kolvinskoye field between February, 6 
and April, 14 and delivered to the Middle Kharyaga oil preparation unit by oil trucks using the winter 
roads. 
 
A total of 24 wells in the region were subject to workover or repair activities in the quarter.  
 
Volga-Urals region  
 
At the Kovalevskoye oil field drilling of exploration well no. 7 commenced and will be completed in the 
second quarter. Two new exploration wells were drilled and successfully tested at the Saratovskaya 
and the South Kultashikhskaya areas. An additional drilling rig was moved to the South Solnechoye 
area as part of the exploration drilling programme. Drilling will commence in the second quarter. At the 
Kochevnenskoye oil field sidetrack drilling was commenced and the well will be placed into production 
in the second quarter. 
 

Four new production wells and one sidetrack were drilled at the Stepno-Ozerskoye and Elginskoe oil 
fields. All of them were placed into production. Two more wells and one sidetrack are currently being 
drilled. 
 
A total of 27 wells in the region were subject to workover or repair activities in the quarter. 
 
Tomsk region  
 
One well was placed into production after completion of drilling and hydro fracturing that commenced 
in the prior year at the Khvoinoye oil field. Two production wells were hydro fractured at the 
Kluchevskoye oil field. Sidetrack drilling started on two abandoned wells at the Middle Nyurola oil field 
and it is anticipated that these wells will be put into production in the second quarter. 
 
A total of 39 wells in the region were subject to workover or repair activities in the quarter.  
 

Kazakhstan  
 
Three new production wells were placed into production in the first quarter, including one drilled last 
year. One additional well is currently being drilled. 
 
A total of 2 wells in the region were subject to workover or repair activities in the quarter. 
 

 
Refining and marketing (Downstream) 

The Group operates the Khabarovsk Oil Refinery, the Alliance Oil gas station network and a network 
of wholesale oil products terminals all located in the Russian Far East. 

Revenue from sales of oil products for the quarter amounted to MUSD 406.25 (Q1 2009: MUSD 
256.36). Revenue from export of oil products amounted to MUSD 118.58 (Q1 2009: MUSD 47.41) and 
revenue from domestic sales amounted to  MUSD 287.67(Q1 2009: MUSD 208.95).   

38% of oil products were exported in the quarter, 47% of products were sold through domestic 
wholesale and 15% through the Group’s retail network.    
 
Sales volumes and prices for oil products for export and domestic markets are presented in the 
following table. 
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Quarter ended 31 March 2010 
  

Export  
Wholesale 

market Retail market Total 

Sold volume (barrels) 2,167,418 2,685,318 860,620 5,713,356 

Net price (USD/barrel) 54.71 72.74 107.31 71.10 

Revenue from sales of oil products (TUSD) 118,576 195,321 92,350 406,247 
          

Quarter ended 31 March 2009 
  

Export  
Wholesale 

market Retail market Total 

Sold volume (barrels) 1,428,305 2,714,602 753,973 4,896,880 

Net price (USD/barrel) 33.19 51.01 93.48 52.35 

Revenue from sales of oil products (TUSD) 47,411 138,467 70,481 256,359 

 
 
Refining volumes at the Khabarovsk Oil Refinery amounted to 5.63 million barrels (Q1 2009:  
5.29 million barrels).  
 
Total production costs for oil products amounted to MUSD 259.45 (Q1 2009: MUSD 127.01). The 
increase in costs is primarily due to increased oil prices, higher crude oil transportation tariffs and the 
appreciation of the RUB. Purchases of crude oil from third parties, included in production costs, 
amounted to MUSD 116.07 (Q1 2009: 36.60). The higher tariffs was the primary reason for the 
increased transportation costs of MUSD 95.99 in the quarter compared to MUSD 69.00 for the quarter 
ended 31 March 2009. 
 
Costs of crude oil refining amounted to MUSD 11.69 (Q1 2009: MUSD 8.46).  
 
The depreciation charge for refining properties amounted to MUSD 3.61 (Q1 2009: MUSD 3.21) and 
for marketing and other non-production properties amounted to MUSD 3.59 (Q1 2009: MUSD 2.98). 
 
The downstream segment operating income amounted to MUSD 54.48 (Q1 2009: MUSD 67.32).   
 
Downstream segment operational data is presented below: 
 

 

Quarter ended   
31 March 2010 

Quarter ended   
31 March 2009 

Revenue per barrel sold (USD/barrel) 71.26 52.35 

Production costs per barrel sold (USD/barrel) 53.70 31.68 

        Cost of refining 2.02 1.73 

        Transportation of crude oil for refining 16.56 13.14 

        Cost of crude oil purchased for refining  28.34 12.51 

        Cost of oil products purchased for re-sale 3.24 0.47 

        Production taxes 2.92 3.18 

        Depreciation of refining properties    0.62 0.65 

      

Selling, administrative and other income/expenses, net (USD/barrel) 7.59 6.70 

EBITDA per barrel sold (USD/barrel) 10.59 14.62 

 

 
The refinery’s modernisation program continues on schedule for completion in 2012.  
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Investments, Financing and Liquidity  
 
Investments 
 
Investments in oil and gas assets for the quarter amounted to MUSD 85.34 (Q1 2009: MUSD 11.99) 
and were made in the Timano-Pechora region MUSD 51.27 (Q1 2009: MUSD 2.64), Tomsk region 
MUSD 2.56 (Q1 2009: MUSD 5.64), Volga-Urals region MUSD 29.99 (Q1 2009: MUSD 3.64) and 
Kazakhstan MUSD 1.52 (Q1 2009: MUSD 0.07). Investments in refining assets amounted to  
MUSD 60.13 (Q1 2009: MUSD 17.61) and investments in marketing and other assets amounted to  
MUSD 1.81 (Q1 2009: MUSD 1.55). Investments do not include MUSD 9.40 (MUSD 10.03) of 
capitalised interest on loans and borrowings.   
 
Financing 
 
In March 2010, the Company issued MUSD 350 of five-year Eurobonds that mature on March 11, 
2015 and have a fixed coupon of 9.875% per annum.  
 
The bonds are listed on the Official List and traded on the regulated market of the London Stock 
Exchange.  
 
Liquidity 
 
As at 31 March 2010 and 31 December 2009 the Group’s liquidity position amounted to MUSD 454.72 
and MUSD 392.07, including restricted cash of MUSD 69.31 and MUSD 55.69, respectively.   
 
During the quarter ended 31 March 2010 the Group repaid loans amounting to MUSD 112.74 and 
repaid a further MUSD 33.50 in April 2010.  
 

Key financial ratios 

  
Quarter ended   
31 March 2010 

Quarter ended   
31 March 2009 

EBITDA
1
, TUSD 100,705 99,843 

Return on shareholders’ equity
2
 3% 5% 

Return on capital employed
3
 3% 4% 

Debt/equity ratio
4
 57% 62% 

Equity ratio
5
 56% 53% 

Risk-bearing capital
6
 61% 59% 

Interest-coverage ratio
7
 3.50 4.32 

Debt coverage ratio
8
 4.88 5.47 

 

Parent company  
 

The parent company’s net loss for the quarter amounted to MUSD 7.61 (MUSD 4.88).  
 

As at 31 March 2010 and 31 December 2009 the liquidity of the parent company amounted to  
MUSD 137.53 and MUSD 86.85, respectively.  

 

Organisation 
 

The board of directors consists of Mr. Eric Forss (Chairman), Mr. Arsen Idrisov (Managing Director), 
Mr. Claes Levin, Mr. Fred Boling, Mr. Fernando Martinez-Fresneda, Mr. Raymond Liefooghe and  
Mr. Isa Bazhaev. 
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Key financial ratio definitions 
 

1. Earnings before interest, tax, depreciation and amortisation is defined as the Group’s operating result 
plus depletion and depreciation, impairment of oil and gas properties and goodwill if applicable, minus 
gain on disposal of shares in subsidiaries if applicable, and plus/minus other significant one-off items in 
the income statement. 

2. Return on shareholders’ equity is defined as the Group’s result divided by the shareholders’ equity at the 
end of the financial period. 

3. Return on capital employed is defined as the Group’s result after financial items, plus interest expenses, 
plus/minus exchange rate differences on financial loans, divided by average total capital employed (the 
average total assets less non-interest bearing liabilities over the financial period). 

4. Debt/equity ratio is defined as the Group’s interest-bearing liabilities in relation to shareholders’ equity. 
5. Equity ratio is defined as the Group’s shareholders’ equity, including non-controlling interests, in relation 

to total assets. 
6. The percentage of risk-bearing capital is defined as the total sum of shareholders’ equity and deferred 

tax liabilities (including non-controlling interests), divided by total assets. 
7. Interest-coverage ratio is defined as the Group’s result after financial items, plus interest expenses, 

plus/minus exchange rate differences, divided by interest expense (both capitalised and expensed in the 
income statement).   

8. Debt-coverage ratio is defined as the Group’s earnings before interest, tax, depletion, depreciation and 
amortisation divided by interest expense (both capitalised and expensed in the income statement). 

 

Operational data definitions 
 
Crude oil 

 Revenue per barrel is defined as revenue from sale of crude oil divided by volumes of crude oil sold both 
intragroup and to external customers. 

 Production costs per barrel are based on volumes of crude oil sold both intragroup and to external 
customers excluding crude oil purchased for re-sale.  

 

 Selling, administrative and other income/expenses, net per barrel includes transportation tariffs and other 
selling expenses, administrative expenses and other operating income/expenses divided by volumes of 
crude oil sold both intragroup and to external customers.  

 Depletion charges were calculated based on DeGolyer and McNaughton’s (D&M) PRMS classification of 
the Group’s recoverable proved and probable reserves and estimates of future capital expenditures. 

Oil products 

 
 Revenue per barrel is defined as revenue from sale of oil products divided by volumes of oil products 

sold both intragroup and to external customers. 

 Production costs per barrel are defined as operating costs (including purchases of crude oil and other 
services from intragroup companies) divided by volumes of oil products sold both intragroup and to 
external customers. 

 Selling, administrative and other income/expenses, net per barrel includes transportation cost for oil 
products and other selling expenses, administrative expenses and other operating income/expenses 
divided by volumes of oil products sold both intragroup and to external customers.  
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Condensed consolidated financial information 
 

 

GROUP INCOME STATEMENT       
        

(Expressed in USD thousands) Note 
Quarter ended  
31 March 2010 

Quarter ended  
31 March 2009 

Revenue       

Revenue from sales of crude oil   86,762 64,607 

Revenue from sales of oil products   406,247 256,359 

Other income   8,041 6,600 

    501,050 327,566 

Cost of sales       

Production costs of crude oil   -62,458 -39,139 

Production costs of oil products   -259,449 -127,011 

Cost of other sales   -4,782 -4,750 

Depreciation, depletion and amortisation   -27,183 -23,168 

Gross profit   147,178 133,498 

        

Selling expenses   -58,961 -46,992 

Administration expenses   -13,412 -9,635 

Depreciation of marketing and other non-production assets   -3,592 -2,978 

Other operating expenses   -1,283 1,275 

Gain on disposal of shares in subsidiaries                                   -    650 

Operating income   69,930 75,818 

        

Finance expenses, net   -7,929 -8,524 

Currency exchange losses, net   -3,190 -11,405 

Profit before tax   58,811 55,889 

        

Income tax expense 7 -13,322 -5,425 

Result for the period   45,489 50,464 

        

Attributable to:       

     Owners of the Company   44,299 50,869 

     Non-controlling interests   1,190 -405 

        

Earnings per share (USD per share)       

     Basic 2  0.26 0.31 

     Diluted 2  0.26 0.31 
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GROUP STATEMENT OF COMPREHENSIVE INCOME 

        

(Expressed in USD thousands)   
Quarter ended  
31 March 2010 

Quarter ended  
31 March 2009 

Result for the period   45,489 50,464 

        

Other comprehensive income       

Currency exchange gain/(loss) on intercompany loans   18,303 -65,434 

Effect of translation into presentation currency   39,271 -119,084 

Income tax relating to components of other comprehensive 
income   -3,196 4,922 

        

Other comprehensive income/(loss) for the period, net of tax   54,378 -179,596 

        

Total comprehensive income/(loss) for the period   99,867 -129,132 

        

Total comprehensive income/(loss) 
attributable to:       

     Owners of the Company   98,677 -128,727 

     Non-controlling interests   1,190 -405 
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GROUP STATEMENT OF FINANCIAL POSITION - Condensed 

        
(Expressed in USD thousands) Notes 31 March 2010 31 December 2009 

NON-CURRENT ASSETS       

Property, plant and equipment   2,174,012 1,957,324 

Intangible assets   5,502 5,936 

Goodwill   12,172 11,818 

Deferred tax assets 7 24,113 22,754 

Other financial assets   736 613 

    2,216,535 1,998,445 

        

CURRENT ASSETS 9 851,712 728,569 

        

TOTAL ASSETS   3,068,247 2,727,014 

        

SHAREHOLDERS’ EQUITY 8 1,706,698 1,606,758 

        

NON-CURRENT LIABILITIES       

Loans and borrowings 5 675,709 364,659 

Deferred tax liabilities 7 167,793 160,196 

Provision for decommissioning and site restoration costs   17,301 11,872 

    860,803 536,727 

        

CURRENT LIABILITIES   500,746 583,529 

        

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES   3,068,247 2,727,014 
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GROUP STATEMENT OF CASH FLOWS - Condensed 

        

(Expressed in USD thousands) Notes 
Quarter ended  
31 March 2010 

Quarter ended  
31 March 2009 

Cash flow from operations       

Operating income   69,930 75,818 

        

Operating cash flow before changes in working  
  capital   83,210 74,426 

        

Total cash flow used for/from operations   -22,448 56,260 

        

Total cash flow used for investments   -154,445 -32,834 

        

Total cash flow from/used for financing 4 240,063 -200,795 

        

Effects of exchange rate changes on the balance of  
  cash held in foreign currencies and translation  
  into presentation currency   -525 -14,221 

        

Net change in cash and cash equivalents   62,645 -191,590 

        

Cash and cash equivalents at the beginning of the period 9 392,070 335,367 

        

Cash and cash equivalents at the end of the period  9 454,715 143,777 
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GROUP STATEMENT OF CHANGES IN EQUITY 

                
  Attributable to owners of the Company     

(Expressed in USD thousands) 
Share 
capital 

Other paid 
in capital 

Other 
reserves 

Retained 
earnings Total 

Non-
controlling 

interests Total equity 

Equity  at 1 January 2009 161,528 997,181 -304,840 274,572 1,128,441 29,235 1,157,676 

Result for the period              -                  -                 -    50,869 50,869 -405 50,464 

Other comprehensive loss              -                  -    -179,596              -    -179,596   -179,596 

Total comprehensive 
income/(loss)  for the period - - -179,596 50,869 -128,727 -405 -129,132 

                

Share option plan (Note 8)              -                  -                 -    691 691              -    691 

Equity  at 31 March 2009 161,528 997,181 -484,436 326,132 1,000,405 28,830 1,029,235 

                

Result for the period              -                  -                 -    292,885 292,885 1,647 294,532 

Other comprehensive income/(loss)              -                  -    145,252 -2,945 142,307 130 142,437 

Total comprehensive income for 
the period              -                  -    145,252 289,940 435,192 1,777 436,969 

                

Changes in ownership of 
subsidiaries              -    -8              -                 -    -8 -956  -964 

Equity issue 10,000 108,675              -                 -    118,675              -    118,675 

Dividends paid to shareholders by 
subsidiaries              -                  -                 -    -53 -53              -    -53 

Convertible bonds              -                  -    22,271              -    22,271              -    22,271 

Share option plan (Note 8)              -                  -                 -    625 625              -    625 

Equity at 31 December 2009 171,528 1,105,848 -316,913 616,644 1,577,107 29,651 1,606,758 

                

Result for the period              -                  -                 -    
      

44,299  
       

44,299  
        

1,190  
          

45,489  

Other comprehensive income              -                  -    
      

54,378               -    54,378              -    54,378 

Total comprehensive income for 
the period              -                  -    54,378 

      
44,299  

       
98,677  

        
1,190  

          
99,867  

                

Changes in ownership of 
subsidiaries              -    -154              -                 -    -154 -1 -155 

Share option plan (Note 8)              -                  -                 -    
           

228  
            

228               -    
              

228  

Equity at 31 March 2010 171,528 1,105,694 -262,535 661,171 1,675,858 30,840 1,706,698 
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NOTES 

Note 1 Accounting principles 

The condensed consolidated financial information was prepared in accordance with IAS 34. The 
accounting principles used in this condensed consolidated financial information were the same as the 
ones used in the annual report as at 31 December  2009, except as indicated in the following 
paragraph. 

 
A number of new and amended Standards and new Interpretations from IFRIC became effective as 
from January 1, 2010. The impact of adoption of these Standards and Interpretations in the 
preparation of condensed consolidated financial information was assessed by the Group’s 
management as insignificant except for the Standards described below: 
 
IFRS 3 “Business Combinations” (revised) 
 
The revised standard continues to apply the acquisition method to business combinations, with some 
significant changes. For example, all payments to purchase a business are to be recorded at fair value 
at the acquisition date, with contingent payments classified as debt subsequently re-measured through 
the income statement. There is a choice on an acquisition-by-acquisition basis to measure the non-
controlling interest in the acquiree at fair value or at the non-controlling interest’s proportionate share 
of the acquiree’s net assets. All acquisition-related costs should be expensed. 
 
IAS 27 “Consolidated and Separate Financial Statements” (revised) 
 
The revised standard has affected the Group’s accounting policies regarding changes in ownership 
interests in its subsidiaries that do not result in a change in control. In prior years, in the absence of 
specific requirements in IFRSs, increases in interests in existing subsidiaries were treated in the same 
manner as the acquisition of subsidiaries, with goodwill or a bargain purchase gain being recognised 
where appropriate; for decreases in interests in existing subsidiaries that did not involve a loss of 
control, the difference between the consideration received and the carrying amount of the share of net 
assets disposed of was recognised in profit or loss. Under revised IAS 27, all such increases or 
decreases are dealt with in equity, with no impact on goodwill or profit or loss.   

Note 2 Earnings per share 

The earnings per share have been calculated by dividing the result attributable to owners by the 
weighted average number of shares for the financial period.  

On June 10, 2009 a reverse split of the Company’s common shares was completed consolidating 
each 20 shares into 1 share. The reverse split reduced the number of outstanding shares from 
3,230,568,280 to 161,528,414 and increased the nominal value per share from USD 0.05 to  
USD 1.00. The actual and diluted weighted average number of shares used for calculating the 
earnings per share for the the quarter ended 31 March 2009 were adjusted for the reduction in number 
of shares.  
 
Numbers of shares for the period are presented below: 
 

  
Quarter ended   
31 March 2010 

Quarter ended   
31 March 2009 

Weighted average number of shares for the financial period 171 528 414 161 528 414 

Weighted average number of shares for the financial period (diluted) 171 686 417 161 528 414 

Number of shares at financial period end 171 528 414 161 528 414 

 
 
As at March 31, 2010 there were 2,828,050 options outstanding which have an effect on the average number of 
shares when calculated on a diluted basis.  
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Note 3 Segment information 

The Group’s management determines its reporting segments based on the nature of the operations 
of the Group's companies. As a result, two business segments are presented: the upstream segment 
which includes crude oil exploration, extraction and production and the downstream segment which 
includes oil refining, transportation and sales of oil products. The Group’s management reviews and 
evaluates the performance of these segments on a regular basis. All other subsidiaries are combined 
into one segment “Other companies” and represent the parent company and subsidiaries involved in 
non-core activities.  

 
 Quarter ended 31 March 2010 

(Expressed in USD  
thousands) Upstream Downstream 

Other 
companies Eliminations 

IFRS 
adjustments Total 

Total segment revenue 132,919 460,310 7,642 -100,173 352 501,050 

Less inter-segment revenue 45,570 47,053 7,550 -100,173                 -    
                

-    

Segment revenue  87,349 413,257 92               -      352 501,050 

              

 Segment operating 
income/(loss)  26,180 54,476 -5,076               -      -5,650 69,930 

 Net financial items  -5,896 1,447 5,226               -      -11,896 -11,119 

 Result before tax  20,284 55,923 150               -      -17,546 58,811 

 Income tax  -6,012 -11,298 22               -      3,966 -13,322 

 Result for the period  14,272 44,625 172               -      -13,580 45,489 

 

 
Quarter ended 31 March 2009 

(Expressed in USD  
thousands) Upstream Downstream 

Other 
companies Eliminations 

IFRS 
adjustments Total 

Total segment revenue 91,515 267,677 1,281 -32,995 88 327,566 

Less inter-segment revenue 24,030 7,765 1,200 -32,995                 -    
                

-    

Segment revenue  67,485 259,912 81                 -    88 327,566 

              

 Segment operating 
income/(loss)  15,085 67,316 -2,432                 -    -4,151 75,818 

 Net financial items  -18,423 -14,335 4,190   8,639 -19,929 

 Result before tax  -3,338 52,981 1,758               -      4,488 55,889 

 Income tax  700 -16,806 -53               -      10,734 -5,425 

 Result for the period  -2,638 36,175 1,705               -      15,222 50,464 

 

 

The major differences between management accounts and the condensed consolidated financial 
information arise due to the following IFRS adjustments: 

 Elimination of unrealised gains/losses on intra-segment operations. 

 Currency exchange losses related to intercompany loans viewed as extended investments 
reclassified from the income statement to the statement of comprehensive income.  

 Deferred tax accrued for the above mentioned adjustments. 
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Note 4 Eurobond  

 
On 11 March 2010, the Company issued MUSD 350 Eurobonds bearing a quarterly coupon of 9.875% 
per annum and maturing in March 2015. Proceeds from the issue (net of debt issuance cost) 
amounted to MUSD 344. The bonds are listed on the Official List and traded on the regulated market 
of the London Stock Exchange.  

The interest charged for the period is calculated by applying an effective interest rate method. The 
liability is measured at amortised cost. 

 

Note 5 Loans and borrowings  

The summaries of long and short-term borrowings' principal and interest accrued payable as at  
31 March 2010 and 31 December 2009 are presented in the tables below. 

(Expressed in USD thousands) 
   31 March 2010 

Type of borrowings Currency 
Interest rate 

range 
Principal Interest Total 

Non-convertible interest bearing bonds  RUB   14.00% 
          

9,098  
               

49  
          

9,147  

Convertible interest bearing bonds  USD  7.25% 
      

236,235  
          

6,651  
      

242,886  

Non-convertible interest bearing eurobonds  USD  9.88% 
      

344,357  
          

1,894  
      

346,251  

Bank loans nominated in RUB  RUB  10.55-14% 
      

175,386  
             

597  
      

175,983  

Bank loans nominated in USD  USD  
 LIBOR 3m + 
2,5% - 9,5%  

      
183,871  

             
394  

      
184,265  

Total loans and borrowings     948,947 9,585 958,532 

Less long-term loans and borrowings         
      

675,709  

Short-term portion of long-term and short-
term loans and borrowings         

      
282,823  

 

(Expressed in USD thousands) 
   31 December 2009 

Type of borrowings Currency 
Interest rate 

range 
Principal Interest Total 

Non-convertible interest bearing bonds  RUB   14.00% 8,834 362 9,196 

      Convertible interest bearing bonds  USD   7.25%  235,512 6,254 241,766 

      Bank loans nominated in RUB  RUB   11.25-18%  240,958 963 241,921 

Bank loans nominated in USD  USD  
LIBOR 3m + 
2,5% - 9.5% 216,830 435 217,265 

Total loans and borrowings     702,134 8,014 710,148 

Less long-term loans and borrowings         364,659 

Short-term portion of long-term and short-
term loans and borrowings         

      
345,489  

  

As at 31 March 2010 the loans and borrowings were collateralised by: 

 100% of the Group's shareholding in Vostok Oil (Cyprus) Ltd, OJSC VTK,  
OJSC Pechoraneft, CJSC Saneco, LLC Khvoinoye, LLC Nikol; 

 97.44% of the Group's shareholding in OJSC Tatnefteotdacha, 80.51% in OJSC 
Khabarovsknefteproduct, 98.32% in OJSC Primornefteproduct, 89.03% in OJSC 
Amurnefteproduct; 

 Property, plant and equipment with a carrying value of TUSD 27,597. 
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The expected future cash flows for the repayment of loan principal and payment of interest related to 
the long- and short-term loan facilities are presented below. The interest payments were based on the 
interest rate effective as at 31 March 2010.  

 
The principal and interest payments denominated in RUB were converted into USD using the 
exchange rate as at 31 March 2010: 

 
31 March 2010 

(Expressed in USD thousands)      Principal Interest Total 

Within one year from 31 March 2010   
      

273,238  
        

82,981  
      

356,219  

Within second year from 31 March 2010   
        

60,117  
        

57,011  
      

117,128  

More than two years from 31 March 2010   
      

650,000  
      

153,293  
      

803,293  

Total amount estimated to be repaid     983,355 293,285 1,276,640 

  
The currency exchange gains on intercompany loans, which are treated as extended investments, in 
the amount of TUSD 18,303 (Q1 2009: loss of TUSD 65,434) before income tax were recognised in 
the statement of comprehensive income.  

 

Note 6 Related party transactions 

Related parties include shareholders, associates and other related parties representing entities under 
common ownership and control. 
 
Included in the Group's consolidated statement of financial position as at 31 March 2010 and  
31 December 2009  were the following significant balances with the related parties: 

 
(Expressed in USD thousands)   31 March 2010 31 December 2009 

Associates       

Trade accounts payable                                36                                    -    

Advances paid                               226                                    -    

Shareholders       

Trade and other accounts receivable   510 320 

Trade and other accounts payable   164 47 

Other related parties       

Other financial assets   467 275 

Trade and other accounts receivable   5,909 5,509 

Advances paid and prepaid expenses   1,183 846 

Advances paid for construction                                   -    1,575 

Cash and cash equivalents   31,004 32,078 

Trade and other accounts payable   1,731 1,147 

Advances received and accrued expenses   46,982 52,875 

Accounts payable for property, plant and equipment   140 278 

  
 
Included in the Group's consolidated income statement for the quarters ended 31 March 2010 and 2009 
were the following significant transactions with the related parties: 
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(Expressed in USD thousands)   
Quarter ended  
31 March 2010 

Quarter ended  
31 March 2009 

Associates       

Purchase of oil products   4,609                                 -    

Purchase of services   309                                 -    

Shareholders       

Revenue   153 3 

Purchase of services   137 106 

Other related parties       

Revenue   134,138 65,442 

Purchase of goods                                   -    2,452 

Purchase of services   9,100 4,303 

Charity contributions to the fund named by Z. Bazhaev (for 
participation in the Russian federal national projects)   1,334 2,652 

Interest expense   69 80 

Interest income   692 1,607 

Capital expenditures   260 1,682    

  

Note 7 Tax 

For the quarter ended 31 March 2010 the deferred tax liability increased from  
TUSD 160,196 to TUSD 167,793 and deferred tax assets increased from TUSD 22,754 to  
TUSD 24,113. The current tax expense for the quarter amounted to  
TUSD 14,657. The deferred tax benefit for the quarter amounted to TUSD 1,335.  
 

Note 8 Share capital and share option plan 

The shares of the Company are represented by SDRs listed on the NASDAQ OMX Nordic in 
Stockholm. Each share carries one vote. 
 
No dividends were proposed in the quarter ended 31 March 2010. 

 

In 2006, the Group adopted the Global Share Option Plan. As of 31 March 2010 the number of 
outstanding options amounted to 2,828,050. Each option gives the right to subscribe for 1 share of 
common stock at exercise prices ranging from SEK 81.80 to SEK 140.00. All options are exercisable 
after 3 years subject to certain non-market conditions such as the Company’s and individual 
performance and expire in 5 years from issuance. The fair value of the employee services received in 
exchange for the grant of the options is recognised as an expense with the corresponding entry in 
retained earnings. The total amount to be expensed over the vesting period of 3 years is determined 
by reference to the fair value of the options granted excluding the impact of any non-market vesting 
conditions. As at the date of issuance of this report 2,217,550 options were exercisable out of which 
none have been exercised.   

For the quarters ended 31 March 2010 and 2009 the charges amounting to TUSD 228 and TUSD 691, 
respectively, increased the income statement line “Administration expenses” and correspondingly 
retained earnings.  

Note 9 Restricted cash 

As at  31 March 2010 and 31 December 2009 the amount of TUSD 69,306 and TUSD 55,692 
restricted cash was primarily represented by letters of credit opened by the Khabarovsk Oil Refinery.  

Note 10 Commitments and contingencies 

Under the contracts effective as at  31 March 2010 and 31 December 2009 future capital expenditures 
commitments were estimated at TUSD 729,407 and TUSD 785,697, respectively.    
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Financial calendar 

 

Six months report (January – June 2010) is due on 24 August  2010  

Nine months report (January – September 2010) is due on 23 November 2010  

Twelve months report (January – December 2010) is due in February 2011 

 
Annual General Meeting  
 
The annual general meeting of the shareholders will be held in Stockholm on 27 May 2010.  

Presentation/ Conference call 

Date: Thursday, May 27, 2010 
Time: 10.00 CET 
Venue: Operaterrassen, Stockholm 
To participate by telephone, please dial: 
from Sweden +46 (0)8 5051 3792 
from Russia +7 495 705 9452 
from other countries +44 (0)20 7806 1968 
 
The presentation will be webcasted live at www.allianceoilco.com and  
www.financialhearings.com.  
A replay of the presentation will be available at www.allianceoilco.com. 
. 

 

Risk and uncertainties associated with this interim report 

The Group’s risk exposure is presented on pages 49-53 of the financial statements part of Alliance Oil 
Company Ltd’s 2009 annual report. There are no general changes to this presentation of risk 
exposure.  
 

 

27 May 2010 
 

 
Eric Forss Arsen Idrisov  
Chairman Director and Managing Director 

  
Claes Levin Fred Boling 

Director Director 
  

Raymond Liefooghe Fernando Martinez-Fresneda 
Director  Director 

  
Isa Bazhaev  

Director  

 

This report has not been subject to review by the company’s auditors. 
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For further information: 
Arsen Idrisov, Managing Director, Alliance Oil Company Ltd, telephone +7 (495) 777 18 08. 

Eric Forss, Chairman of the Board, telephone +46 8 613 00 85. 

 

Alliance Oil Company Limited 

Registered address: 

Clarendon House 

2 Church Street 

Hamilton HM 11, Bermuda 

Registration Number: EC 25413 

Internet: www.allianceoilco.com  

http://www.allianceoilco.com/

