


Russian Refineries

Refinery throughputs in 2009 at

LUKOIL Group’s Russian refineries were
44.46 million tonnes, which is 0.6% more
than in 2008. Capacity utilization was
99.5%, which represents a new record

in the history of the Company.

LUKOIL also processed 2.05 million tonnes of crude
oil at third-party refineries in Ufa, in order to maximize
profits in the specific market environment.

The share of high-octane gasoline in total output
of gasoline at Group refineries in Russia (not
including mini-refineries) rose to 89.7% in 2009 (from
87.0% in 2008). Refining depth was 74.8% which is
1.2 percentage points lower than in 2008 mainly due
to increase in oil throughput, decrease in sales of
bitumen and unplanned maintenance. Light-product
yield was 50.1% (virtually unchanged from 2008).

The most significant output increases compared
with 2008 were of vacuum gas oil (by 8%), fuel oil (by
5.8%) and motor gasoline (by 5.4%).

Measures were implemented during the year to
reduce operating costs and raise production efficiency
at Russian refineries. This enabled reduction of
irretrievable losses at refineries from 0.58% to 0.54%
to (against the Russian average of 0.85%). Average
personnel numbers at Russian refineries were reduced
by 5.0%. Capital expenditures for modernization of the
Company’s refineries in Russia in the reporting year
were $519 million (against $688 million in 2008).

At the Ukhta Refinery construction work was
completed on an isomerization block. The block
enables production of high-octane gasoline, free from
sulphur compounds, benzol and aromatics. As a result,
the Ukhta refinery has started production of motor
gasolines that meet Euro-3 and Euro-4 environmental
requirements. Target annual input capacity for the
block is 120,000 tonnes, and cost of installation was
about $40 million.

Work was carried out in 2009 to prepare the
Nizhny Novgorod Refinery for production of the
high-performance EKTO-98 motor gasoline. Project
implementation will increase refining depth at the
Refinery, raising efficiency and profits.

A unit for production of inert gas was brought into
operation in 2009 at the Volgograd Refinery and a
steam recuperation unit was commissioned at the oil
loading rack. The Refinery also completed a project
for modernization of the heat exchanger on one of its
catalytic reforming units.

The Company’s Perm Refinery commissioned pipe
stills on its atmospheric distillation blocks and stills
for hydrotreatment of diesel fuel as part of an ongoing
modernization program, as well as launching an
automated lubricant packaging line.
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International Refineries

Refinery throughputs in 2009 at LUKOIL Group's
international refineries, including the Group share
of refining at the ISAB and TRN complexes, were
18.24 million tonnes, which is 50.8% more than in
2008. The large increase is explained by acquisition of
stakes in the ISAB and TRN complexes as well as re-
commissioning of the Odessa Refinery in April 2008,
following modernization. Delivery of large quantities of
oil to the ISAB and TRN refineries led to a decline in
throughput of Group oil at third-party refineries outside
Russia in the reporting year (to 1.73 million tonnes
from 2.29 million tonnes in 2008).

Total refining volumes outside Russia in
2009 including processing at third-party
refineries were 19.97 million tonnes, which
is 38.8% more than in 2008. Capacity
utilization at the Group’s own refineries
outside Russia in 2009 was 75.3%.

Average refining depth at the Company’s foreign
refineries (not including ISAB and TRN) was 79.9%,
which is slightly higher than in 2008. Light productyield
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(not including ISAB and TRN) was 65.2% (as against
62.2% in 2008). Irretrievable losses at refineries
outside Russia fell from to 0.93% to 0.86% in 2009.

Capital expenditures in modernization of the
Group’s foreign refineries were $308 million in
2009 ($335 million in 2008) and investments were
$1,666 million.

Reconstruction work was completed in 2009 at
the Odessa Refinery (Ukraine) on equipment for
hydrotreatment of kerosene-gas oil fractions, enabling
the Refinery to produce diesel fuel with sulphur content
that meets the Euro-4 and Euro-5 standards.

A new unit for sulphuric acid alkylation with
300,000 tonnes annual capacity was commissioned at
the Burgas Refinery (Bulgaria). The launch will enable
complete withdrawal from production of the existing
sulphuric acid alkylation unit, with 215,000 tonnes
annual capacity. Investments in the new unit were
more than $90 million and it was designed using the
latest technologies, which substantially increase the
alkylate octane number and raise quality of gasoline
production, as well as reducing atmospheric pollution
and consumption of energy, materials and reagents
required in production.
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Modernization of a diesel hydrotreatment unit for
production of Euro-5fuelwas completedinthereporting
year. Outline projects were prepared for installation of
bitumen and vacuum gas oil hydrocracking units. These
projects are being developed as part of construction of
a complex for refining of heavy residues.

The Petrotel-LUKOIL Refinery (Romania) completed
upgrading of units for hydrotreatment of diesel fuel,
catalytic cracking, hydrotreatment of gasoline produced
by catalytic cracking, and production of MTBE and
TAME, as well as a vacuum unit for the Atmospheric
Distillation Block-1. Work on a hydrogen unit was also
completed. These projects made the Refinery capable
of producing fuels to Euro-5 standards in the reporting
year and raised standards of environmental safety.

The Group share in refinery throughput at the ISAB
Refining Complex (Sicily, Italy), in which the Group
bought 49% stake in 2008, was 6.17 million tonnes
in 2009.

In September 2009 the Group began refining of oll
at the TRN Refinery in the Netherlands after completing
a transaction for acquisition of a 45% stake. The Group
share in refining of oil and petroleum products in
September to December 2009 was 1.53 million tonnes.

1 Excluding mini-refineries and the ISAB and TRN complexes.
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OIL REFINING, GAS PROCESSING AND PETROCHEMICALS

Acquisition

of the TRN Refinery

As part of Group strategy for development in the oil refining segment
in Western Europe LUKOIL signed an agreement in June 2009

with the French company, TOTAL S.A. (hereinafter referred to as
Total), for acquisition of a 45% stake in the TOTAL Raffinaderij
Nederland N.V. refining complex at Vlissingen in the Netherlands.

advanced refineries in Western Europe.

Acquisition of the stake increased LUKOILs
overall refining capacity by 5% and increased its
refining capacities abroad by 16%.

The Group completed the acquisition of 45% of
shares in TRN on September 1, 2009. Transaction
value was close to $700 million. Management of the JV
is now carried out by LUKOIL and Total on parity basis.

Acquisition of a share in the refinery improves the
balance between oil production and refining in the
Company’s asset portfolio, bringing it closer to that
of other vertically integrated oil companies. The TRN
stake brings the Group’s ratio of refining capacity to
crude oil production to nearly 75% (at the end of 2009),
which is the optimal level for the Group.

TRN is located in the biggest oil refining and
trading hub in north-west Europe (the Amsterdam -

TRN isamongthe biggest and most technologically

Amsterdam

TRN

Rotterdam — Antwerp region, often referred to as ‘ARA’),
adjacent to product markets with high value added.
About 90% of Refinery output is sold in Belgium, the
Netherlands, Germany and Switzerland. Acquisition of
the TRN stake strengthens LUKOILs trading position
and enables larger petroleum product supply volumes
to the Group’s filling station network in Western Europe.

TRN Refinery Profile

The TRN refinery was commissioned by Total in
1973, and is now one of the most advanced refineries
in Western Europe with Nelson Index of 9.8 and annual
refining capacity of 7.9 million tonnes.

TRN is operated on a ‘processing’ basis: LUKOIL
supplies crude oil and other inputs to the Refinery and
receives petroleum products in proportion to its equity
stake.

e The Netherlands has one
of the largest oil refining
segments in the European
Union. Its 5 refineries
are owned by 6 different
companies and have
combined daily throughput
capacity of 1.3 million barrels.
TRN represents 13% of this
capacity.

O Breskens

\ o7

PROJECT GEOGRAPHICAL POSITION

LUKOIL has a 45% stake in all TRN refining units
(and 100% in the second hydrogen production unit),
except for gasoline production units, which remain in
full ownership of Total. The Group expects to obtain
benefits from the Refinery’s capacity for production
of medium distillates (mainly diesel fuel), demand for
which in Europe will increase, while gasoline demand
in European countries is steadily declining.

TRN has an exceptionally large hydrocracking unit
(annual capacity is 3.5 million tonnes) and the refinery
is capable of processing various types of crude oil,
including oil with high sulphur content.

Refining depth at TRN in 2009 was 71% and
light product yield was 65% (the Group’s stake in
September—December). Diesel and bunker fuel are the
largest products at the Refinery (respectively 30% and
23% of marketable outputs in September-December
2009).
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The Refinery has unique logistical and infrastructure
advantages. It owns 22% of the Maasvlakte Olie oil
terminal (Rotterdam), which has 4 million tonnes
capacity. It also has access to the Borsele sea terminal,
the Van Cittershaven loading wharf and a loading rack
for road tankers. TRN owns a naphtha pipeline and
54 reservoirs for storage of crude oil and petroleum
products.

HISTORY OF THE TRN REFINERY

* The TRN refinery was commissioned by Total in 1973.
¢ In 1980 the company Dow acquired 20% of the refinery.

* Modernization was carried out in the early 1980s and
a hydrocracking unit was commissioned in 1986. Dow
increased its stake in share capital to 45%.

e The Refinery has carried out a series of modernizations
since 1990 to remain one of the most advanced facilities
in Europe: units have been installed for purification of
kerosene fractions and production of sulphur, and the
reactor for hydrotreatment of medium distillates has been
expanded to enable production of diesel fuel with sulphur
content below 50 ppm. One of the most recent large
modernization projects at the refinery was reconstruction
of the hydrocracking unit to increase its capacity
(completed in 2004).




