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LUKOIL INTERNATIONAL FINANCE B.V.
(incorporated with limited liability under
the laws of The Netherlands

U.S.$1,500,000,000
2.625 per cent. Senior Unsecured Convertible Bondkie June 2015

guaranteed by
OAO LUKOIL
(an open joint stock company organised under thes laf the Russian Federation)

The issue price of the U.S.$1,500,000,000 2.62%@et. Senior Unsecured Convertible Bonds due June
2015 (the Bonds') of LUKOIL International Finance B.V. (thelssuer') is 100 per cent. of their
principal amount.

The Bonds bear interest from 16 December 2010"@hesing Dat€’) at the rate of 2.625 per cent. per
annum payable semi-annually in arrear on 16 JudelénDecember each year commencing on 16 June
2011. Payments on the Bonds will be made in UdBard without deduction for or on account of taxes
imposed or levied by The Netherlands or the Russ&teration to the extent described undertns and
Conditions of the Bonds—Taxatfon OAO LUKOIL (the "Guarantor") will unconditionally and
irrevocably guarantee the due and punctual paymérgll amounts at any time becoming due and
payable in respect of the Bonds; however, the Guara liability in respect of such guarantee wibt in

any case exceed U.S.$ 3,100,000,000.

Unless previously redeemed or converted or purchasd cancelled, each Bond will be convertible, at
the option of the holder, into American depositaggeipts each representing ordinary shares of OAO
LUKOIL (the "ADRSs"), subject to the right of the Issuer to make alC8ettlement Election (as defined
in "Terms and Conditions of the Bofidat any time on or after 26 January 2011 andl tn¢i close of
business on (i) the date falling six dealing dayergo 16 June 2015, unless redemption ariseseean

(ii) if the Bonds are called for redemption priort6 June 2015, the date falling six dealing dajar po

the date fixed for redemption. Each ADR currentipresents one Share (as defined Terfns and
Conditions of the Bonds The initial conversion price is U.S.$ 73.7083 ADR. The conversion price

is subject to adjustment in certain circumstanceset out herein. Sedérms and Conditions of the
Bonds — Conversidn

Unless previously redeemed or converted or purchasd cancelled, the Bonds will be redeemed at thei
principal amount on 16 June 2015. The Bonds abgestito redemption in whole at their principal
amount at the option of the Issuer at any timehan évent of certain changes affecting taxationtie T
Netherlands or the Russian Federation. Howevesuat circumstances, each holder of Bonds will have
the right to elect that its Bond(s) shall not bderemed, with the effect set out herein. The Bondy
also be redeemed at the option of the Issuer iHenditatheir principal amount in certain circums@siset
out herein. In addition, the holder of a Bond mhy,the exercise of the relevant option, require th
Issuer to redeem such Bond at its principal amapen the occurrence of certain events set out merei
See Terms and Conditions of the Bonds — RedemptiorgHage and Cancellatidn

Applications have been made to the Financial Sesvisuthority in its capacity as competent authority
for the purposes of the Financial Services and Btarikct 2000 (theUK Listing Authority ") for the
Bonds to be admitted to the official list of the Wksting Authority and to the London Stock Exchange
plc (the 'London Stock Exchang®) for the Bonds to be admitted to trading on thendlon Stock
Exchange's Professional Securities Market (tR8M"). The PSM is not a regulated market under
Directive 2004/39/EC of the European Parliament ahthe Council of 21 April 2004 on Markets in
Financial Instruments.

The Bonds, the Guarantee (as defined herein), BsAand the Shares have not been, and will not be,
registered under the United States Securities AtB83 (the Securities Act) and are subject to United
States tax law requirements. The Bonds have bfered outside the United States in accordance with
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Regulation S under the Securities AdR€gulation S'), and the Bonds, the Guarantee, the ADRs and the
Shares, may not be offered, sold or delivered withe United States or to, or for the account arefie

of, U.S. persons except pursuant to an exemptiam,for in a transaction not subject to, the regiiin
requirements of the Securities Act.

The Bonds have been assigned a preliminary ratir§B®- by Standard & Poors, which is registered
with the European Union in accordance with EU Ratjoh No 1060/2009 on credit rating agencies. A
credit rating is not a recommendation to buy, sellhold securities and may be subject to revision,
suspension or withdrawal at any time by the assggmating organisation. Similar ratings on diffare
types of securities do not necessarily mean theeghing. The ratings do not address the marketplofi
the Bonds or any market price. Any change in theitrratings of the Bonds or our company could
adversely affect the price that a subsequent paechaill be willing to pay for the Bonds.

The Bonds are in registered form in the denomimatib U.S.$100,000. The Bonds may be held and
transferred in the principal amount of U.S.$100,G0@ integral multiples thereof. The Bonds are
represented by a global registered bond certifiithge'Global Bond Certificate") registered in the name
of Citivic Nominees Limitedas nominee for, and deposited with, the common slegyg for Euroclear
Bank S.A./N.V. (Euroclear") and Clearstream Bankingpciété anonyme.uxembourg (Clearstream
Luxembourg"). Individual bond certificates [fidividual Bond Certificates") evidencing holdings of
Bonds will only be available in certain limited @iimstances. Se&tmmary of Provisions relating to the
Bonds in Global Forth
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IMPORTANT NOTICES

These Listing Particulars comprise listing partcalas required by the Listing Rules made undetic®ec
74 of the Financial Services and Markets Act 2068 (Listing Rules”) by the UK Listing Authority for

the purpose of giving information with regard tce thssuer, the Guarantor and its subsidiaries and
affiliates taken as a whole (th&toup”), the Bonds and the ADRs. Each of the Issuerthedsuarantor
accepts responsibility for the information contairie these Listing Particulars and declares thatjrg
taken all reasonable care to ensure that sucheiscaise, the information contained in these Listing
Particulars to the best of its knowledge is in adaace with the facts and contains no omissionylike
affect its import.

Certain information in these Listing Particularsi@ined or incorporated by reference under theihgad
"Risk Factors and 'Description of the Guaranttrhas been based on information obtained from third
party sources that the Issuer and the Guarant@vieelo be reliable. These sources, as identifereih,

are Platts, InfoTEK and the Russian Ministry of Eyyein "Description of the Guarantrand Platts and
the International Monetary Fund ifRisk Factor$, and also include government agencies such as the
Central Bank of Russia (CBR) and the Federal SiegiService of Russia, market research and other
research reports, press releases, securitiessfiing industry publications (including by publisheuch

as Platts, annual reports published by our congustiand other publicly available information). The
Issuer and the Guarantor accept responsibilityatmurately reproducing this information and, asaf&r
the Issuer and the Guarantor are aware and aret@lascertain from information published by such
sources, no facts have been omitted which wouldleerhis reproduced information inaccurate or
misleading. SeeRisk Factors—Other Risks—We have not independeeatified information we have
sourced from third partié's

These Listing Particulars are to be read and coedtin conjunction with any documents which are
deemed to be incorporated herein by reference."Bdermation Incorporated by ReferericelThese
Listing Particulars should be read and construetherbasis that such information is incorporatednd
forms part of these Listing Particulars.

Neither the Issuer nor the Guarantor has authorkedmaking or provision of any representation or

information regarding the Issuer, the Guarantc, Blonds or the ADRs other than as contained irethes

Listing Particulars or as approved for such purpbgethe Issuer and the Guarantor. Any such

representation or information should not be religghn as having been authorised by the Issuer, the
Guarantor or the Lead Managers named un8ab&cription and Sdldelow (the Lead Managers').

Neither the Lead Managers nor any of their respedffiliates have authorised the whole or any pért
these Listing Particulars and none of them makeg r@presentation or warranty or accepts any
responsibility as to the accuracy or completenésiseninformation contained in these Listing Partégs.

Neither the delivery of these Listing Particulas the offering, sale or delivery of any Bond shialany
circumstances create any implication that there besen no adverse change, or any event reasonably
likely to involve any adverse change, in the candit(financial or otherwise) of the Issuer or the
Guarantor since the date of these Listing Partisula

These Listing Particulars do not constitute anroffie or an invitation to subscribe for or purchasey
Bonds.

The distribution of these Listing Particulars ar toffering, sale and delivery of Bonds in certain
jurisdictions may be restricted by law. Persore imhose possession these Listing Particulars amme
required by the Issuer and the Guarantor to infimvemselves about and to observe any such restrictio
For a description of certain restrictions on offesales and deliveries of Bonds and on distributén
these Listing Particulars and other offering maienélating to the Bonds, se8ubscription and Sdle

In particular, the Bonds, the Guarantee, the ADIRkthe Shares have not been and will not be registe
under the Securities Act and are subject to Uniiéates tax law requirements. Subject to certain
exceptions, the Bonds, the Guarantee, the ADRstlamd&hares may not be offered, sold or delivered
within the United States or to U.S. persons.



In these Listing Particulars, unless otherwise Eigelc references toRUR", "RUB", "roubles' or
"rubles" are to Russian rubles and referencedt&"$", "U.S. dollars' or "dollars" are to United States
dollars.

In connection with the issue of the Bonds, BarclBgsik PLC (the Stabilising Manager") (or persons
acting on behalf of the Stabilising Manager) magro&llot Bonds or effect transactions with a view t
supporting the price of the Bonds at a level higian that which might otherwise prevail. However,
there is no assurance that the Stabilising Manapdgr persons acting on behalf of a Stabilising
Manager) will undertake stabilisation action. Astabilisation action may begin on or after the date
which adequate public disclosure of the final teohthe offer of the Bonds is made and, if beguaym
be ended at any time, but it must end no later tharearlier of 30 days after the issue date oBibeds
and 60 days after the date of the allotment oBbeds. Any stabilisation action or over allotmemist

be conducted by the Stabilising Manager (or persaigig on behalf of the Stabilising Manager) in
accordance with all applicable laws and rules.



INFORMATION INCORPORATED BY REFERENCE

These Listing Particulars should be read and coedtin conjunction with the sections listed beloiv o
the Prospectus relating to the Issuer’s U.S.$ 1080000 6.125% Notes due 2020 guaranteed by OAO
LUKOIL dated 8 November 2010 (théetirobond Prospectus), which was previously approved and
published by the Financial Services Authority:

(i) Information about the operations and managemerhefGuarantor set out on pages 57-108
(“Management’s Discussion and Analysis of Financiabndition and Results of
Operation$), pages 109-150 Businesy, pages 151-156 flanagemeri) and pages 158-
162 (“Additional Information Regarding the Compény

(ii) Information about the Issuer set out on page 1R Issued;
(iii) Financial Statements of the Guarantor:

a. Pages F-34 — F-84, Audited Consolidated Finandetke&ents of OAO LUKOIL and its
subsidiaries prepared in accordance with U.S. GA&Pof December 31, 2009 and
2008 and for each of the years in the three yedogended December 31, 2009;

b. Pages F-2 — F-33, Interim Consolidated Financialeédtents of OAO LUKOIL prepared
in accordance with U.S. GAAP as of and for the ehaed six month periods ended
June 30, 2010 (unaudited); and

(iv) Financial Statements of the Issuer:

a. Pages F-102 — F-112, Non-consolidated FinanciakSiants of LUKOIL International
Finance B.V. for the year ended 31 December 2008;

b. Pages F-85 — F-101, Non-consolidated Financiale8tants of LUKOIL International
Finance B.V. for the year ended 31 December 2009.

The information set out above shall be deemed tmtarporated in, and to form part of, these Ligtin
Particulargprovided however thany statement contained in any document incorpdray reference in,
and forming part of, these Listing Particulars ke deemed to be modified or superseded for the
purpose of these Listing Particulars to the exteat a statement contained herein modifies or seples
such statement (whether expressly, by implicationotherwise). Any statement so modified or
superseded shall not, except as so modified orseged, constitute a part of these Listing Pasisul

The Eurobond Prospectus will be made availables fs& charge, during usual business hours at the
specified offices of the Principal Agent.



RISK FACTORS

Prospective investors should read the entire Ligtfarticulars. Words and expressions defined & th
"Terms and Conditions of the Bonds" below or elsaehn these Listing Particulars have the same
meanings in this section. Investing in the Borsdspeculative and involves a high degree of rigiu Y
should carefully consider the risks, and the othdormation contained in these Listing Particulars,
before you decide to invest in the Bonds. The migagrice of the Bonds could decline due to anjhe$é
risks and you could lose all or part of your invasnt. You should note that the risks describedvbale
not the only risks we face. We have described thalyrisks that we consider to be material. However,
there may be additional risks that we currently sider not to be material or of which we are not
presently aware. Prospective investors should idensamong other things, the following:

Risks Relating to Our Business

Global economic developments and market conditiongay adversely affect our business, financial
condition and results of operations.

Our results of operations are significantly influed by the general economic conditions in the a@st

in which we operate and those in which we curremtigke, or may in the future make, sales. The
economic situation in these markets has in vanweags been adversely affected by weakening economic
conditions and the turmoil in the global financimaérkets. In particular, some or all of the courstrie
which we operate have experienced declining GDBuaed industrial production, increasing rates of
unemployment and decreasing asset values. Advessmmic developments of the kind described above
have affected and may continue to affect our bssime a number of ways, including, among others, th
financial condition of our customers, which couldve an adverse impact on their access to capital
which, in turn, could lower demand for our produatsl services.

The economic slowdown has resulted in a reductiodeimand for certain of our products and services.
The global economic climate in 2009 resulted indowemand and lower prices for oil and natural gas,
which reduced our drilling and gas production agtivkurthermore, recent volatility in the creditrkets
and the potential impact on the liquidity of mafimancial institutions may have an adverse effecbaor
cost of funding.

The general economic conditions in the marketshicivwe operate, and volatility in the credit maske
could have a material adverse effect on our busjrfggncial condition and results of operations.

A substantial or extended decline in crude oil, iréd products, natural gas or petrochemical prodsct
prices would have a material adverse effect on duusiness, financial condition and results of
operations.

Our business, financial condition and results afrafions depend substantially upon the prevailimcep
of crude olil, refined products, natural gas andqao#temical products. Historically, prices for cruné
refined products, natural gas and petrochemicalymis have fluctuated widely in response to chairges
many factors. We do not and will not have contnetrothe factors affecting prices for crude oil,imefi
products, natural gas and petrochemical produtissé factors include:

° global and regional supply and demand and expentategarding future supply and demand for
crude oil, refined products, natural gas and pétotcal products;

° the cost of exploring for, developing, producimgpcessing and marketing crude oil, refined
products, natural gas and petrochemical products;

° the ability and willingness of the OrganisationR#troleum Exporting Countries (OPEC) and other
producing nations to influence global productiovels and prices;

° the worldwide military and political environmenhd uncertainty or instability resulting from an
escalation or additional outbreak of armed homitor further acts of terrorism, including in the
United States, the Middle East, the CIS or othsouece-producing regions;

° prices and availability of alternative and compgtiuels;
) Russian and foreign governmental regulations atidres, including export restrictions and taxes;

° global and regional economic conditions;
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° unexpected failure in the infrastructure;
° prices and availability of new technology; and
° weather and climate conditions and natural dissiste

Crude oil prices have been volatile in recent yeassrg dramatically through July 2008 and thelfirfg
sharply over the second half of 2008. Crude oitgsibegan to level in the first quarter of 2009 apnd
the end of 2009 had increased to nearly $80 peeb&ince the end of 2009, crude oil prices haages
within the range of $70-$87 per barrel. AccordingRlatts, the price of Brent crude, an internationa
benchmark oil blend, as at 28 December 2007, 3kmber 2008, 31 December 2009, 31 March 2010
and 30 June 2010 was $96.02, $36.55, $77.67, $80.8@74.97 per barrel, respectively.

International gas, refined products and petrochehpooducts prices, which typically follow changas
international oil prices, have also fluctuated ¢desably in recent years. Our revenues, operatisglts

and future rate of growth are highly dependent o prices we receive for our crude oil, refined
products, natural gas and petrochemical produntsddition, lower prices may reduce the amount of
crude oil that we can produce economically (therdbgreasing the size of our reserves) or reduce the
economic viability of projects planned or in deyaitent.

It is impossible to predict future crude oil, refth products, natural gas and petrochemical price
movements with certainty. Moreover, we engage fimtéd hedging transactions and other derivatives
trading only in respect of our marketing and trgdativity outside of our physical crude oil andimed
products businesses.

The recent fluctuation in crude oil prices has dboted to an increase of our revenues. The Platts
average price of Brent crude oil for the first sdonths of 2010 was $77.29 per barrel, an increése o
approximately 50% from $51.68 per barrel for thstfsix months of 2009, which contributed to th&45
increase in our total crude oil sales revenueshierfirst six months of 2010, as compared to thet 8ix
months of 2009. A decline in crude oil, refined gwots, natural gas or petrochemical products pfizes
protracted periods could materially adversely dffecr business, financial condition, results of
operations, prospects and our ability to finan@aped capital expenditures.

We face foreign exchange risks that could matenjaidversely affect our business, financial conditio
and results of operations.

Over the past ten years, the ruble has fluctuatathatically against the U.S. dollar. The recentbglo
economic crisis and general economic conditiorRuasia caused the ruble to depreciate against.®e U
dollar by approximately 16% in the fourth quart€2008 and by approximately 16% in the first quarte
of 2009 according to the CBR. Between 31 March 2809 1 October 2010, the ruble appreciated against
the U.S. dollar by approximately 10%. The Russiawegnment has used significant amounts of its
international currency reserves to support theerublit has expressed that it may be unwilling @bl

to continue such support in the future. While nafsbur revenues are either denominated in U.Sadoll

or are correlated to U.S. dollar oil prices, masbor costs (other than debt service costs andsdbst

are linked to U.S. dollar oil prices, such as maheaxtraction taxes, export duties, pipeline tarifin
exports and crude oil and refined product purchasesdenominated in rubles. Our results of openati
are, therefore, significantly affected by the relmtmovements of ruble inflation and exchange rales
particular, our operating margin is generally adeéyr affected by the appreciation of the ruble asfahe
U.S. dollar because this will generally cause mstg to increase in real terms relative to our mees.
Conversely, our operating margin is generally pesly affected by a depreciation of the ruble aghin
the U.S. dollar because this will generally cause costs to decrease in real terms relative to our
revenues. We currently do not comprehensively hesgeexposure to foreign currency rate changes,
although we selectively hedge certain foreign ergearate exposures.

We depend on monopoly suppliers of crude oil anfirred product transportation services and we have
no control over the infrastructure they maintain dhe fees they charge.

Most of the crude oil that we produce is transpbttegough the pipeline system of Transneft. Trafisae

a state-owned oil pipeline monopoly. As with anglspipeline system, the Transneft pipeline system i
subject to breakdowns and leakage. By using meltjgpelines, however, Transneft has generally
avoided serious disruptions in the transport ofderoil and, to date, we have not suffered significa
losses arising from a failure of the pipeline syst®espite ongoing efforts of Transneft to deconsiois
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and replace obsolete segments of the pipelines pathe pipeline system may require reconstruciioc
replacement due to their age. Much of the systertodated in regions with harsh climates where
construction, maintenance and refurbishment afecdlif and costly. In addition, the Transneft pipel
system has limited capacity. As a result, the systeay experience outages or capacity constraimaglu
required maintenance periods and it is likely thaintenance work will increase in the future. Treefs
prepares a maintenance programme on an annualdvasimscheduled maintenance work is rare. During
maintenance periods, we may experience delays egorevented from transporting crude oil. These
delays, outages or capacity constraints could madlieadversely affect our business, financial dtiod

and results of operations.

The Russian government regulates access to Trdisspgieline network and is required to provide
access on a non-discriminatory basis. Pipelineagpancluding export pipeline capacity, is alloed to

oil producers on a quarterly basis, generally iopprtion to the amount of crude oil produced and
delivered to Transneft's pipeline network in théopmquarter. Generally, a Russian oil company igeqi

an allocation for export that equals approximatl%o of its crude oil so produced and delivered.

We, along with all other Russian crude oil prodscenust pay transportation fees to Transneft irmotrd
transport crude oil through the Transneft netwdithe Federal Tariff Service (the FTS) is responsibie
setting Transneft's fees, which have risen in regemrs and may continue to rise. Failure to pageh
fees could result in the termination or temporamgpension of our access to the Transneft network.
Significant increases in Transneft's fees or thenteation or suspension of our access to the Tefhsn
network would materially adversely affect our besis, financial conditions and results of operations

In 2001, a Russian court ordered Transneft to atmgpting shipments of our crude oil in responsa to
lawsuit filed by one of our minority shareholdeféis order was overturned quickly, without causamg
adverse effect on our business. In 2002, on sever@sions, Russian courts granted similar requests
lawsuits against other Russian companies, all aElwivere overturned quickly. However, we can give
no assurance that similar lawsuits will not bedikgainst us in the future or that any such lawsuitl

be resolved in our favour.

A major disruption in (or in our access to) the rigreft system could have a material adverse efiect
our business, financial condition and results @rafions.

We face similar risks in some of the other coustnéhere we operate. For example, in early October
2009, the Ukrainian state pipeline operator, OAQttdkisnafta (Ukrtransnafta), reversed the directibn
the Odessa-Kremenchug crude oil pipeline, causgntpisuspend operations at our Odessa refinery due
to a lack of crude oil supplies. In late OctobeO20we agreed with Transneft on a new route for
transportation of crude oil from Russia to our Gdesefinery through the Druzhba pipeline and we
restarted operations at the Odessa refinery onveidber 2009. However, we can give no assurance that
we will continue to be able to supply crude oiloiar Odessa refinery via this route or that operatiat

our Odessa refinery will reach levels obtained kefthe suspension when it reopens following the
current maintenance works. We also can give norasea that other state-owned oil pipeline monogolie
transporting our crude oil or refined products witlt cause similar disruptions in the future ort thach
disruptions will not have a material adverse effestour business, financial condition and resufts o
operations.

We transport most of our refined products througtss®a’s rail network. We also depend on railway
transportation for the distribution of our crudé @AO Russian Railways (Russian Railways) is sesta
owned monopoly provider of railway transportatiendces. Use of the railways exposes us to riskb su
as potential delivery disruptions due to the detating physical condition of Russia's railway
infrastructure. Russian Railways prepares a maames programme on an annual basis. The
incompatibility of Russia’s wider railway gauge Withe railway gauge of most other countries imposes
additional costs and logistical constraints on ability to export our products using the railways.
Furthermore, although Russian Railways’ fees algestito antimonopoly control, the fees tend to be
increased annually. Significant increases in Rus8tailways’ fees would increase our transportation
costs and could materially adversely affect ourifess, financial condition, results of operatiomsl a
prospects.

The pipeline system of OAO AK Transnefteproduct afidnefteproduct) transports an average of
approximately 10% of refined products produced irs$a. Transnefteproduct is a state-owned refined
product pipeline monopoly. Transnefteproduct hasegally avoided serious disruptions in the transpor



of refined products and, to date, we have not sedfesignificant losses arising from breakdowns or
leakages in the pipeline system. Any significardrgption in the pipeline system could, however,
materially adversely affect our business, financa@ldition and results of operations.

We, along with other Russian refined product predsic must pay transportation fees to
Transnefteproduct in order to transport our refipeaducts through the Transnefteproduct networle Th
FTS is responsible for setting Transnefteproduetss for the use of the network, which tend toease
periodically. Significant increases in Transnefthuot's fees would increase our costs and could
materially adversely affect our business, financa@idition and results of operations.

Any limitations on our access to the pipeline diway network may negatively impact our ability to
transport our crude oil and/or refined productshimitRussia and export our crude oil and/or refined
products internationally and could materially acedy affect our business, financial condition aeslits

of operations.

We face several risks in connection with the implentation of our strategy to develop our natural gas
operations.

As at 31 December 2009, our gas reserves in Roesmprised approximately 70% of our total proved
gas reserves. All material aspects of the Russiéural gas industry are subject to or materialfgctéd

by government regulation. Through its share ownprskepresentation on the board of directors atel ro
as regulator, the government has strong influenee Gazprom, the dominant participant in Russia’s
natural gas industry. Gazprom is the primary bugkrthe natural gas we produce in Russia. The
significant participation in the Russian naturas gadustry of independent gas producers is a velsti
recent development. If the government were to detes, through legislation, administrative action or
otherwise, that independent gas producers showd &dess significant role in the Russian natues g
industry, it could take actions (including throu@hzprom) that would have a material adverse efiact
our ability to develop our natural gas assets, Wwitiould in turn have a material adverse effect on o
business, financial condition and results of openat

The Unified Gas Supply System (the UGSS) is resptmgor gathering, transporting, dispatching and
delivering substantially all natural gas suppliefRussia and is owned and operated by Gazpromra&lede
Law No. 117-F2 “On Gas Export” came into force dnJily 2006 (the Gas Export Law) and granted
Gazprom exclusive gas export rights. Under thetiexjdegislation, Gazprom must provide access ¢ th
UGSS to all independent suppliers on a non-discdtary basis subject to spare capacity and other
factors. In practice, however, Gazprom exercisessiderable discretion over access to the UGSS
because it is the sole owner of information refatio UGSS’s capacity. We can give no assurance that
the legislation requiring Gazprom to provide acaass non-discriminatory basis will remain in plawe

be enforced, or that Gazprom will continue to pdevius with access to the UGSS, to the extent we
require, or at all, or that the terms of accessrefi will be commercially reasonable. A changehia t
existing legislation, a failure by Gazprom to coynplith the legislation or other action by Gazprom t
decrease our access to transportation capacityliméyhe effective use and value of our gas predgc
assets and adversely affect our ability to implenam strategy to develop our natural gas resources
which could have a material adverse effect on agirtess, financial condition and results of opereti

The UGSS includes an extensive network of pipelamed compressor installations that were developed
during the Soviet era, with some parts having lmreloped more recently. Most of the pipelineshia t
UGSS are over ten years old with certain partsgoewver 30 years old. Large segments of the network
are located in regions with harsh climates wherestaction, maintenance and refurbishment arecdiffi
and costly. As a result, the UGSS may experiendages or capacity constraints during required
maintenance periods and it is likely that mainteeawork will increase in the future. During these
maintenance periods, we may experience delays legorevented from supplying natural gas to our
customers. A major disruption in the UGSS couldawctpur ability to implement our strategy to deyelo
our gas producing assets, which could ultimateleha material adverse effect on our business, éiain
condition and results of operations.

In Russia, the FTS regulates natural gas trangporttariffs. Regulated natural gas transportatamiffs
have risen in recent years and we expect them ritincee to rise. If natural gas transportation farif
continue to rise and we are unable to pass on tmdiéional costs to our end customers, or the ahph
increased transportation tariffs on our wholesalgt@mers requires us to decrease the natural gzs pr
we charge on a non-delivered basis, our busingss)dial condition and results of operations.

-8-



Gazprom is the monopoly supplier of gas in RusEie Russian government regulates the prices for the
gas that Gazprom sells in Russia. Although theletgd price has been rising in Russia, and is drpec
to continue to rise to a level closer to parityhwéixport netbacks, it is still significantly beldewels that
prevail in international markets. According to thféicial Social and Economic Development Forecast f
2010-2012 prepared by the Russian Ministry of EcgiooDevelopment and approved by the Russian
Government in September 2009, the regulated interhalesale gas price is expected to rise by 15% pe
year from 2010 to 2012 for all categories of gasstmners. The regulated internal retail gas price fo
industrial consumers is expected to rise by 26.5%010 and by 15% in 2011-2012, and for the general
population by 20.8% in 2010-2011 and by 15% in 20t# regulated price has affected, and is likely t
continue to affect, the pricing of the gas we selGazprom or any other customer. The limitationor
pricing flexibility due to Gazprom’s dominant pasit in Russia and the Russian government's price
regulations could have a material adverse effectoon business, financial condition and results of
operations, particularly if the regulated prices decreased or if we experience a significant asgen

our operating costs related to the developmentiofyas producing assets.

Our Russian subsoil use licences may be suspentiemininated or revoked prior to their expiration
and we may be unable to obtain or maintain variopermits or authorisations.

We conduct our operations in Russia under numesobsoil licences. The licensing regime in Russia fo
the exploration, development and production of eradl and natural gas is governed primarily by Lafw
the Russian Federation No. 2395-1, “On Subsoiltedi21 February 1992, as amended (the Subsoil Law)
and related regulations. Most of our licences maysbspended, terminated or revoked if we fail to
comply with licence requirements (including theigation to reach a certain level of production),rad
make timely payments of levies and taxes for the ofthe subsoil, systematically fail to provide
information, go bankrupt or fail to fulfil any cdpl expenditure and/or production obligations.

We may not comply with certain licence requiremedntssome or all of our licence areas. If we fail t
fulfil the specific terms of any of our licences ibrwe operate in our licence areas in a manner tha
violates Russian law, government regulators maysegdines on us or suspend or terminate our licence
any of which could have a material adverse effectoar business, financial condition and results of
operations.

For example, in January 2005, the Commission fdysBill Use of the Ministry of Natural Resources
investigated certain breaches of the terms of fitepnagreements involving LUKOIL-Western Siberia,
our principal production subsidiary, relating to il fields in the Khanty-Mansiysky Autonomous
Region-Yugra. In addition, in October 2006, an @i at the Russian Ministry of Natural Resources
threatened to revoke 36 of our exploration licencethe Komi region of Timan-Pechora and in the
Khanty-Mansiysky Autonomous Region-Yugra, allegihgt we failed to explore or drill according to the
timelines set out in the licences. We believe thathave addressed all of these alleged violationgeo
have agreed with the commission to amend the lingregreements to enable our compliance with the
terms of the licences. In June 2006, we acquiredd®dl@f Khanty-Mansiysk Oil Corporation (KMOC)
from Marathon Oil Corporation, which at the timer®d approximately 95% of the share capital of OAO
Khantymansiyskneftegazgeologia and 100% of the estaapital of OAO Paitykh Oil and OAO
Nazymgeodobycha (the KMOC companies), which opecédteand gas fields in Western Siberia. In
September 2006, the Federal Agency for Subsoilismged notices of revocation of the licences of the
KMOC companies unless the alleged violations wemaedied by 29 December 2006. The Russian
Ministry of Natural Resources conducted additioraliews of our activities conducted under these
licences after 29 December 2006. As at the datthese Listing Particulars, we are not aware of any
additional acts or documents issued by the Fedegahcy for Subsoil Use or the Russian Ministry of
Natural Resources that may lead to the revocafithese licences. We can give no assurance théaisim
regulatory claims will not arise in the future witbspect to these or other fields or that we véllable to
settle such claims without licence revocation byigieag licence agreements or otherwise. Any such
revocations could have a material adverse effecobwnbusiness, financial condition and results of
operations.

In addition, because we did not own or controlddllour subsidiaries when they obtained their ihitia
subsoil licences, we cannot be certain that abhwfsubsidiaries’ licences were issued, or the quieg
and current licences were re-issued, in accordatitbeall applicable law and regulations at the tirfiet
is determined that any of these licences were isané/or re-issued in violation of applicable lassch



licences would be subject to revocation. A loss§ such licence could materially adversely affagt
business, financial condition and results of openat

Our production licences have generally been vatid 20 years, while our combined exploration and
production licences are generally valid for 25 gedavlany of our original licences, especially those
relating to our Western Siberia operations, expetveen 2013 and 2014. Recent legislation, padted a
the issuance of many of our licences, provides licahces are now granted for a time equal to the
economic viability of the relevant field. Howevere can give no assurance that our original licemdgts

be extended. The failure to extend any of our besn upon expiration, for the economic life of the
relevant fields could have a material adverse effecour business, financial condition and resafts
operations.

To operate our business as currently contemplatednust obtain permits and authorisations to conduc
operations, such as land allotments, approvals esigd and feasibility studies, pilot projects and
development plans and for the construction of awjlifies on site. We may not be able to obtain all
required permits and authorisations. If we faiteoeive any required permits and authorisationsmag
have to delay our investment or development prograsy or both, which could materially adversely
affect our business, financial condition and resaftoperations.

The amendments to the Subsoil Law that came imtefin May 2008 provide that certain subsoil areas
shall be considered as having federal importanbes@ subsoil areas include areas which, in paaticul
are located in the territory of Russia and contaitoverable oil reserves of at least 70 millionnies or
natural gas reserves of at least 50 bcm, or amEded in internal sea waters, territorial seaher t
continental shelf of Russia. These amendmentssifde that if, during a geological survey conducted
inter alia, under a combined licence, a subsoil user which iggal entity with foreign investment
discovers a mineral deposit which has the charatitey of a field of federal importance, the Goveant

of the Russian Federation may take a decision iy tiee granting of the right to use the subsoibd
exploration and extraction of minerals on the gigebsoil area of federal importance to such pewspn
in the event of geological exploration of subsaidar a combined licence, a decision to terminage th
right to use the subsoil area for exploration axtdaetion of minerals on the given subsoil areéedkral
importance, in either case if it considers thabises a threat to the country’s defence or statgisg

Furthermore, pursuant to the Subsoil Law, rightsdévelop oil fields designated as having federal
importance situated on the continental shelf, othenterritory of Russia but extending to the coerital
shelf, may be granted only to Russian entitiesrpei least five years of experience in the devekmt

of the continental shelf of the Russian Federatigth state (federal) equity participation excegdi0%

or in relation to which the Russian Federation &aght to either directly or indirectly control ev50%

of the voting shares. Accordingly, there is a tis&t if we wish to acquire any such rights, we vadobé
required to participate in a joint venture withtstparticipation, over which we may not have cdntm
the terms of which may not be favourable to us.

The abovementioned amendments to the Subsoil L&awvopen to varying interpretations. As these
provisions of the Subsoil Law have not yet beeteteén practice, it is unclear how these amendments
may affect the activity of the Group.

Our international subsoil use rights may be suspead terminated or revoked prior to their expiration

We conduct our operations outside of Russia undenemous production sharing and concession
agreements. The licensing regime for the explonataevelopment and production of crude oil and
natural gas is governed primarily by the relevatl laws. Such subsoil use rights may be suspended
terminated or revoked if we fail to comply with egant agreements’ requirements, do not make timely
payments to foreign governments or state ownedabqes, go bankrupt or fail to fulfil any substahtia
production obligations. We may not comply with eéntcontractual obligations for some or all of our
production areas abroad. If we falil to fulfil theesific terms which may lead to unilateral termioatof

a production sharing or concession agreementgcthikl have an adverse effect on our business,diaan
condition and results of operations.

Our development and exploration projects involve myauncertainties and operating risks that can
prevent us from realising profits and may cause stdntial losses.

Our development and exploration projects may bayael or unsuccessful for many reasons, including
cost overruns, lower oil and gas prices, equiprshottages, power shortages and mechanical difésult
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These projects will also often require the usees mnd advanced technologies, which can be expensiv
to develop, purchase and implement, and may nottium as expected. In addition, some of our
development and exploration projects are or willlbeated in deep water or frozen or other hostile
environments, or involve or will involve productidrom challenging reservoirs, which can exacerbate
such problems. The climate and topography of sofrtheoregions where our fields are located limit
access to certain fields and facilities during @iartimes of the year. During the summer and efally
some fields are partially flooded and operatingacdty is limited. If warmer weather starts earberends
later in the year than usual, then our operatirgaciy is more limited than normal. In winter, extre
cold or snowstorms could limit access to certairlsyend extreme cold could cause the temporary
suspension of operations of wells with a high water Such weather conditions could also limit our
exploration operations.

We conduct exploration activities in areas, inahgdiWestern Siberia, the Timan-Pechora region and
areas in and around the Caspian Sea, where enwrgahconditions are challenging and costs can be
high. The cost of drilling, completing and opergtiwells is often uncertain. As a result, we mayumc
cost overruns or may be required to curtail, dedlagancel drilling operations because of a varigty
factors, including unexpected drilling conditiondry holes, pressure or irregularities in geological
formations, equipment failures or accidents, adveveather conditions, compliance with governmental
requirements, including those relating to environtak protection, and shortages or delays in the
availability of drilling rigs and the delivery ofgaipment. In addition, our overall drilling actiyitor
drilling activity within a particular project aremay be unsuccessful in that we may not find
commercially productive reservoirs.

Cost overruns, lower oil and gas prices, equipnséiortages, power shortages, mechanical difficulties
and unusually warm or severe weather conditiongdcimepede our development or exploration plans for
our fields and facilities and otherwise materiaigversely affect our business, financial conditom
results of operations.

We may not be able to produce economically somewfoil due to a lack of necessary transportation
infrastructure when a field is in a remote location

Our ability to exploit economically any reservesativered will be dependent upon, among other things
the availability of the necessary infrastructurgremsport oil and gas to potential buyers at apmiitive
price. Oil is usually transported by pipelines, kens and rail to refineries. Natural gas is usually
transported by pipelines to processing plants amtusers. We face a number of significant obstacles
related to the transportation of crude oil and ratgas from our holdings in the north Caspianoegind

the CIS which could prevent sales to internatiomarkets. Other obstacles in those regions include
capacity constraints, general political and ecomomstability and the necessity of obtaining apatev
for pipelines from several governments that maysthatre a common development strategy.

If we fail to acquire or find and develop additiohaeserves or fail to develop our production proses,
our reserves and production will decline materiafisom their current levels.

If we fail to conduct successful exploration and@&lepment activities or acquire properties withvao
reserves, or both, our proved reserves will deciirewe extract oil and natural gas. In additior th
volume of production from crude oil and natural ga®perties generally declines as reserves are
depleted.

Western Siberia, our main oil producing regionmaturing. Our future production is highly dependent
upon our success in finding or acquiring and deyielp additional reserves. If we are unsuccessfel, w
may not meet our production targets and our totalgd reserves and production will decline, which
could materially adversely affect our businessaffitial condition and results of operations.

We encounter competition from other oil and gas cpamies in all areas of our operations, including
the acquisition of licences, exploratory prospeasad producing properties and we may encounter
competition from suppliers of alternative forms ehergy sources.

The oil and gas industry is intensely competithié& compete with other major Russian and internation
oil and gas companies. Many of our internationahpetitors have substantially greater resources and
have been operating in a market-based, compe&tiwaomic environment for much longer than we have.
The key activities in which we face competition:are
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° acquisition of subsoil licences at auctions od&gs run by governmental authorities;

° acquisition of other companies that may already disences or existing hydrocarbon-producing
assets;

° engagement of third-party service providers whzggacity to provide key services may be limited;
° purchase of capital equipment that may be scarce;

° employment of qualified and experienced personnel;

° access to critical transportation infrastructure;

° acquisition of existing retail outlets or of sifes new retail outlets; and

° acquisition of or access to refining capacity.

Russia signed the Energy Charter Treaty, an intiemel treaty for establishing and improving thgdée
framework for corporate international co-operationenergy matters. However, on 30 July 2009, the
Government of the Russian Federation issued Résoluflo. 1055-r in which Russia officially
announced that it does not intend to become a actimg party to the Energy Charter Treaty and the
Protocol on Energy Efficiency and Related Environta€Aspects. In accordance with Article 45(3(&)) o
the Energy Charter Treaty, such notification resiritthe termination of Russia’s provisional apgtion

of the Energy Charter Treaty and the Protocol oergy Efficiency and Related Environmental Aspects.
However, ratification of the Energy Charter Tre@tyts current form or in a modified form could prde
foreign investors and oil companies with greatexeas to the energy markets in Russia and providz th
parties with greater access to oil and gas trupkljpies, including for the transportation of oidamatural
gas to international markets. Accordingly, thefigdtion of the Energy Charter Treaty could alsadéo
substantially increased competition.

Additionally, we may encounter competition from pliprs of alternative forms of energy sources,
including environmentally friendly renewable energgurces such as solar power or wind generated
power, as a result of continuing high hydrocarbdogs or potential depletion of hydrocarbon resglive

the future.

In addition, Russian antimonopoly legislation isn&times vague and subject to varying interpretation
This may fail to protect us from unfair competitipeactices, and adversely affect our ability to pete.

Our failure to compete effectively could materiadigiversely affect our business, financial conditowl
results of operations.

As at 30 September 2010, ConocoPhillips benefigialwned 5.91% of LUKOIL's shares, and
ConocoPhillips’s nominee continues to hold a seat our Board of Directors, which may afford it
some influence over LUKOIL and over Board and shardders decisions.

On 24 March 2010, ConocoPhillips announced plardigpose of half of its stake in LUKOIL, which at
the time constituted approximately 20% of LUKOIL&sithorised and issued shares, during 2010 and
2011. On 28 July 2010, LUKOIL Finance signed a Istparchase agreement with Springtime Holdings
Ltd., an affiliate of ConocoPhillips (Springtimejnder which LUKOIL Finance agreed to purchase
64,638,729 LUKOIL ordinary shares, which constituepproximately 7.599% of LUKOIL's authorised
and issued shares, at $53.25 per share for appatedint3.44 billion. The transaction was completed

16 August 2010.

On 26 September 2010, LUKOIL exercised its optioratquire additional shares from ConocoPhillips
by sending a notice of exercise in respect of 42 LUKOIL ADRs and entered into a share
purchase agreement with UniCredit Bank AG as thechmser of those ADRs. This transaction was
completed on 29 September 2010, when 42,500,000 QUKADRs were directly transferred by
Springtime to UniCredit Bank AG, and UniCredit BaAks paid the purchase price of $2.38 billion to
Springtime. Simultaneously, UniCredit Bank AG issua series of equity-linked notes to LUKOIL
Finance exchangeable for 17,500,000 LUKOIL ADRsoomefore 29 September 2011 and an option to
purchase from UniCredit Bank AG an additional 25,000 LUKOIL ADRs on or before 29 September
2011. These arrangements give LUKOIL Finance thgodpnity to increase significantly its holding of
LUKOIL's authorized and issued shares before trie@rSeptember 2011.
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ConocoPhillips may sell the rest of the LUKOIL stmit owns on the market at the price that is 88 le
than $53.25 per share if such shares are soldlih 20d without pricing restrictions thereafter, jsah in
each case, to LUKOIL Finance’s right of first offer

As at 30 September 2010, ConocoPhillips beneficmned 5.91% of LUKOIL’s shares. Pursuant to the
Shareholder Agreement of 29 September 2004 betw@enocoPhillips and LUKOIL, all of
ConocoPhillips’s corporate governance rights andKOUL's corresponding obligations under the
Shareholder Agreement ceased to be effective upmocPhillips’s stake falling below 7.599% of
LUKOIL's share capital. Therefore, currently ConBtilips is treated like any other LUKOIL
shareholder and its shareholder rights are govesnbdby Russian legislation and LUKOIL'’s charter.

During such time as ConocoPhillips’s nominee car@sto occupy a position on our Board of Directors,
ConocoPhillips may have the power to cause oumlesgsito be conducted for its own benefit rathem tha
for the benefit of all of our shareholders. LUKO$LBoard of Directors is responsible for important
decisions including the determination of the busineriorities of LUKOIL, approval of internal
documents of our company (except those requiringrayal of the general shareholders meeting and
executive bodies), approval of interested partpdaations, formation of the Management Committee,
early termination of the powers of the Managemeot@ittee members, establishing key terms of
contracts with the President and the Managementrn@ittee members and approving certain significant
transactions consummated by OAO LUKOIL and its #libses, as provided in LUKOIL's charter.
Therefore, there is a risk that ConocoPhillips’snitee to LUKOIL's Board of Directors could use his
position to block certain Board decisions.

Depending on the size of ConocoPhillips’s staketin share capital, ConocoPhillips in certain sitre
may exert similar influence in decisions requiriagvote at a general shareholder meeting, including
proposed amendments to LUKOIL's charter, reorgaiusaproposals, proposed sales of assets for an
amount in excess of 50% of the book value of LUK®Iassets (calculated according to Russian
Accounting Standards) or other major corporatestations in a manner that may not be in LUKOIL’s
best interests or the best interests of our shidetwor holders of our other securities, includihg
Bonds and the ADRs.

Certain insiders own significant amounts of shar@s LUKOIL, giving them a substantial amount of
management control.

As at 30 September 2010, several members of LUKOIBbard of Directors and Management
Committee, together with their affiliates, colleety beneficially own approximately 31.5% of LUKOIL
and thereby can exercise significant influence &#KOIL’'s management and affairs, including:

° the composition of the Board of Directors and,otlgh it, any determination with respect to
LUKOIL's business direction and policies, includittge appointment and removal of officers;

° the determination and allocation of business dpdies that may be suitable for us;

° any determinations with respect to mergers, adpns or other business combinations;

° acquisition or disposition of assets;

° financing arrangements; and

) the incurrence of debt, the pledging of our assetsthe use of proceeds from any debt financing.

The influence that they have may not always bendfiKOIL or be in the best interests of other
shareholders or holders of our other securitiedyding the Bonds.

We may not be able to finance our planned capitapenditures.

Our business requires significant capital expemeitu including in exploration and development,
production, transportation and refining, and to tmeer obligations under environmental laws and
regulations. We rely on our cash flows from our raiag activities or on external sources, including
bank borrowings and offerings of debt or equityusities in the international capital markets tcafiice

our capital expenditures. Our cash flows generdteth crude oil, refined product, natural gas and
petrochemical product sales may decrease becausige afecent decline in crude oil prices and the
decreased demand in these products as a resulieoflobal financial crisis. In addition, the global
banking and capital markets have experienced afis@nt disruption since August 2008, which hasrbee
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characterised by severe reductions in liquiditgager volatility and general widening of credit esguls.

As a result, many lenders have reduced or ceaseddprg funding to borrowers, particularly in
emerging markets, and there has been a generaaserin the cost of borrowing for private-sector
borrowers. If our cash flows decrease or we ardlen® raise the necessary financing, we will hive
reduce our planned capital expenditures. Any sadiction could materially adversely affect our iapil

to expand our business and, if the reductions evers enough, could materially adversely affect our
ability to maintain our operations at current levéf any of these risks were to materialise, itldchave

a material adverse effect on our business, findnoiadition and results of operations.

Substantial leverage and debt-service obligationsynadversely affect our cash flow.

We will have substantial amounts of outstandingebitddness upon the completion of the issuance,
primarily under the Bonds, other previously issusstes and our obligations under existing credit
arrangements. As a result of the issuance, our lmig-term debt will increase to approximately 29.
billion from approximately $7.3 billion as of 30 @ember 2010, and our principal and interest paymen
obligations will increase substantially. In additiorarious other sources of financing are availablas,
including international and Russian capital marke#k loans and credit facilities, vendor finaigcand
capital lease arrangements. We may not be ablertergte enough cash to pay the principal, intemdt
other amounts due under all of our indebtedness.

Our substantial leverage could have significantatigg consequences, including:
° increasing our vulnerability to general adverseneenic and industry conditions;
° limiting our ability to obtain additional finanainor to refinance existing indebtedness;

° requiring the dedication of a substantial portadnour cash flow from operations to service our
indebtedness, thereby reducing the amount of clr flaw available for other purposes, including
capital expenditures;

° limiting our flexibility in planning for, or reagtig to, changes in our business and the industry in
which we compete; and

° placing us at a possible competitive disadvantesjative to less leveraged competitors and
competitors that have greater access to capitaliress.

There can be no assurance that we will be ableetet such obligations, including our obligations emnd
the Bonds. If we are unable to generate sufficash flow or otherwise obtain funds necessary tkema
required payments, we would be in default undertéines of our indebtedness, which would permit the
holders of such indebtedness to accelerate therityatd such indebtedness and could cause defaults
under our various indebtedness, including the Bo8dsh defaults could delay or preclude payments of
interest or principal on our indebtedness, inclgdime Bonds.

We may incur material costs to comply with, or agesult of, health, safety and environmental laws
and regulations.

We incur and expect to continue to incur substartapital and operating costs to comply with
increasingly complex laws and regulations covethg protection of the environment and human health
and safety. These include costs to reduce cegtpastof air emissions and discharges to the laddsaa

and to remediate contamination at various ownedpadiously owned facilities and at third-partyesit
where our products or waste have been handledsposid. There are additional costs associatedéth
handling, use, storage, transportation, disposdl@@an up of hazardous materials and non-hazardous
wastes and the dismantlement or abandonment oprperties at the end of their useful lives. Our
shipping and other transportation operations as® alubject to extensive environmental and other
regulations.

In 2009, our management committee approved the LWK&oup Environmental Safety Programme for
2009-2013, which expands on the former EnvironmeBadety Programme for 2004-2008 and is aimed
at improving our environmental monitoring systend aminimising any negative environmental impacts
caused by our operations. The programme contensp88 measures to protect the environment and
ensure higher safety standards, with an expectatddost of approximately $1.8 billion. Howevereth

can be no assurance that the programme or the resaalten under the programme will protect us from
negative environmental impacts caused by our ojpesat

-14 -



PETROTEL LUKOIL S.A., our refinery in Romania, LUKDNeftochim Bourgas AD, and our refinery
in Bulgaria require the remediation of a substdmtiaount of environmental pollution that pre-dateot
acquisition of these facilities. At the time of oacquisition of the Petrotel refinery, there was an
understanding that the Romanian government woubdrrdiability for existing environmental pollution
at the site, which we estimate to be an immatermbunt. In connection with our acquisition of the
Bourgas refinery, we understand that the Bulgagamernment retains liability for remediation of
existing environmental pollution at the site, estied at approximately $40 million. There can be no
assurance that the Romanian and Bulgarian goversmélh comply with their obligations in connection
with remediation of the environmental pollutiontia¢se facilities in the way we expect. Accordingixg
could be exposed to additional remediation costieste sites in excess of our planned expenditures.

Managed nuclear explosions were carried out withiea Osinskoye oil field in 1969. This field is
currently operated by OOO LUKOIL-PERM (LUKOIL-PERM)Subsequent drilling allowed
radioactively contaminated water to enter the eservoir, which eventually led to a ground-level
radioactive contamination problem being identifiad1976. Between 1996 and 2001, we undertook a
project at a cost of $6 million to manage and cionéssociated radiological risks and we believe ita
further material liability exists for LUKOIL-PERMManagement procedures are in place to maintain a
buffer zone around the location of the nuclear esipins. However, we can give no assurance thdtdurt
ground water contamination of the surface soil wilt occur and will not have a material adverseacsff

on our business, financial condition and resultsperations.

New laws and regulations, the imposition of toughequirements in licences, increasingly strict
enforcement or new interpretations of existing lawesgulations and licences or the discovery of
previously unknown contamination may require us nodify our operations or require further
expenditures. These expenditures may include expees to install pollution-control equipment,
perform site clean-ups and pay fines or make opf@ments for discharges or other breaches of
environmental standards. Our operations could edgmse us to civil claims by third parties for ghe
liability resulting from contamination of the eneirment or personal injuries caused by release of
hazardous substances. The expenditures associdteérwironmental pollution can be substantial. For
example, at the Varandey site, operated by OOOaNararneftegaz (NMNG), our joint venture with
ConocoPhillips, we reinject well produced wateoittte water producing formation at the oil fields A
result of an attempt by the Federal Natural Utiisa Control Service (Rosprirodnadzor) to reintetpr
existing laws, we may face the risk of this acyi\being qualified as contamination of the site withste
water, which may lead to increased environments fie the future. In addition, we may be required t
modify, curtail or cease certain activities whiabutd materially adversely affect our business, ritial
condition and results of operations.

Increasingly strict environmental requirementsjuding those relating to gasoline sulphur levelssel
guality and the aromatic content of gasoline (idoig certain requirements that became effectiv20iob

in the European Union), affect product specificasi@nd operational practices. Our refineries waill, n
without significant modification and capital expéndes, be able to produce significant quantitiés o
refined products that meet certain strict refineddpct specifications in some of our export markets
particularly those currently in effect or expectedake effect in the future in the European Unborthe
United States. In addition, with the admission aflgaria and Romania to the European Union on 1
January 2007, our refineries in these countrie® limcome subject to stricter regulations relatmthe
quality of refined product production environmentabtection. As a result, we have had to make
substantial investments to upgrade our refineesamply with such regulations, including thosettha
relate to asbestos, which was present at both seftteries. Although our plans call for significant
expenditures to continue to upgrade our refinemescan give no assurance that we will have adequat
resources to fulfil these plans. Failure to meetage international standards at our refineriedd¢dave a
material adverse effect on our business, finamgatition and results of operations.

In 1994, the 1992 United Nations’ Framework Coni@nbn Climate Change came into force in Russia
and three years later led to the Kyoto Protocolctvirequires nations to reduce their emissionsadban
dioxide and other greenhouse gases. In late 2004si® ratified the Kyoto Protocol and the protocol
entered into force in February 2005 for all cowdrihat had ratified it. The Ministry of Economic
Development has developed a plan of action folRbhssian government to implement the provisions of
the Kyoto Protocol. The Ministry of Economic Deveioent has issued certain regulations relatingeo th
implementation of the provisions of the Kyoto Prmbwithin Russia. These regulations, among other
things, include a target reduction in the total ammf greenhouse gas emissions of 300 million ¢ésrof
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CO2 equivalent for the period from 2008 to 201ZI@ding 205 million tonnes allocated to the energy
sector). Other countries in which we operate hadge aatified the Kyoto Protocol. Any changes in
environmental legislation under the Kyoto Protoool otherwise may require, among other things,
reductions in emissions to the air from our operatiand could result in increased capital experettu
which could materially adversely affect our bussjdsiancial condition and results of operations.

Although the costs of the measures taken to comaptly environmental regulations have not had a
material adverse effect on our business, finarmadition or results of operations to date, in filterre,

the costs of such measures and liabilities reltdeehvironmental damage that we cause may increase.
Any such increased costs, or any requirements @ifgnour operations, could materially adverselyeatf

our business, financial condition and results afrafions.

We are exposed to potential losses and could béossly harmed by natural disasters, operational
catastrophes or security breaches.

Exploration for, the production of, and the transation of oil and natural gas is hazardous, artdrah
disasters, operator error or other occurrencesresut in oil spills, gas leaks, loss of containineh
hazardous materials, cratering, fires, equipmeiiir&aand loss of well control. Failure to manabese
risks could result in injury or loss of life, daneag@r destruction of wells and production facilities
pipelines and other property and damage to theremwient. For example, in 2010, a major oil spill
occurred offshore in the Gulf of Mexico at a sifeemated by BP.

All modes of transportation of hydrocarbons contéiherent risks. A loss of containment of
hydrocarbons and other hazardous materials coutdiroduring transportation by road, rail, sea or
pipeline. Given the high volumes involved, thisaissignificant risk due to the potential impact of a
release on the environment and people.

Offshore operations are subject to marine periisluding severe storms and other adverse weather
conditions, vessel collisions, as well as interiapt or termination by governmental authoritieseshsn
environmental and other considerations. Lossediahitities arising from such events could sigréfitly
reduce our revenues or increase our costs andehanagerial adverse effect on our operations onfiied
condition. Offshore operations may be subject timgént governmental regulations, particularlyight

of the recent offshore oil spill in the Gulf of Meg.

We are exposed to risks regarding the safety andritg of our operations. Inability to provide safe
environments for our workforce and the public colddd to injuries or loss of life and could result
regulatory action, legal liability and damage tor oeputation. Security threats require continuous
oversight and control. A breach of security, sushaa act of terrorism, against our plants and efic
pipelines, transportation or computer systems cealcerely disrupt businesses and operations arld cou
cause harm to people.

Any such disasters, catastrophes or breaches cesidt in significant losses, which could mateyiall
adversely affect our business, financial conditiesults of operations.

The crude oil and natural gas reserves data in thdsisting Particulars are only estimates and our
actual production, revenues and expenditures withspect to our reserves may differ materially from
these estimates.

The information concerning the crude oil and gaserees estimated by LUKOIL as of 31 December
2009 included in these Listing Particulars has h@epared in accordance with the definitions comdi

in SEC Regulation S-X Rule 4-10(a) at that time had been derived or extracted from the 31 December
2009 report of Miller and Lents.

Petroleum engineering is a subjective process tifinaing underground accumulations of oil and gas
that cannot be measured in an exact manner. Essnait the value and quantity of economically
recoverable oil and gas reserves, rates of pramtyctuture net revenues and the timing of develagme

expenditures are based on existing economic anciipg conditions using prices and costs as atdte

the estimate is made. In addition, estimates nadgsslepend upon a number of variable factors and
assumptions, including the following:

° historical production from the area compared witbduction from other comparable producing
areas;
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° interpretation of geological and geophysical dated
) the assumed effects of regulations by governmegcies.

Because all reserves estimates are subjective, aatite following items may differ materially from
those assumed in estimating reserves:

) the quantities of oil and gas that are ultimatelyovered;

° the production and operating costs incurred;

) the amount and timing of future development exjenes; and
° oil and gas prices.

Many of the factors, assumptions and variableslieein estimating reserves are beyond our control
and may prove to be incorrect over time. This jgeeglly true in relation to countries with polaicand
economic uncertainty and instability, such as Russid the other regions where we operate, including
the CIS, the Middle East, West Africa and South Ao Results of drilling, testing and productidtea

the date of the estimates may require substanpafartd or downward revisions in our reserves data.
Furthermore, different reservoir engineers may naierent estimates of reserves and cash flowsdas
on the same available data. Actual production, megs and expenditures with respect to reserves will
vary from estimates and the variances may be rahteéxhy downward adjustment could lead to lower
future production and, thus, materially adversélga our business, financial condition and results

of operations.

The discounted and undiscounted pre-tax futureeneinues included in these Listing Particulars khou
not be considered as the market value of the reseattributable to our properties. Our actual pre-t
future net revenues will be affected by factorshsas:

° the amount, timing and cost of actual production;

° supply, demand and price for oil and gas;

° cost and availability of transportation; and

° changes in governmental regulations (includingdtiax).

Additionally, in estimating our proved oil and g&serves we have assumed that the production Bsenc
for our Russian fields would be renewed and thigldievould be produced until the economic limit of
production is reached. If any production licenagsdur Russian fields are not renewed, our estithaile
and gas reserves may materially decrease.

We may have conflicts of interest in transaction#ttwrelated parties that may result in the conclosi
of transactions on terms less favourable than colid obtained in arm’s-length transactions.

We and our principal shareholders have engagedisactions with affiliated parties and may corginu
to do so. For example, we have engaged in tramsactivith certain of our directors and executive
officers and companies that they control, includieguity purchases and sales, supply contracts,
insurance services (prior to 2009) and loan arahfiing arrangements. We may have conflicts of éster

in transactions between us and our affiliates i@y result in the conclusion of transactions omgenot
determined by market forces.

If we fail to integrate our acquisitions successfyl our rate of expansion could decline and our
business, results of operations, financial conditi@nd prospects could suffer.

We have expanded our operations significantly thhoacquisitions since being privatised in 1993hbot
in Russia and internationally, and we expect totinoe to do so in the future. The integration g
recently acquired businesses, and of businessesayecquire in the future, requires significanteiend
effort of our senior management, who are also nesipe for managing our existing operations.
Integration of new businesses can be difficult,oas culture may differ from the cultures of the
businesses we acquire, unpopular cost cutting mesisnay be required and control over cash flows and
expenditures may be difficult to establish. While have generally been satisfied with the progress w
have made in integrating the businesses we haveradghus far, we can give no assurance that oggoi
or future integrations of acquired businesseslvélsuccessful.
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We may not be able to realise opportunities in Iraq

In 1997, we signed a contract for a 68.5% inteireatproduction sharing agreement (PSA) relatintnéo
development of the second stage of the West Qumibfi2ld in Irag (West Qurna-2). The PSA required
the parties to make a total investment of at I8&sbillion on apro rata basis. As a result of the political
situation in Irag, we delayed our performance ataie obligations under the agreement. In December
2002, the former government of Iraq purported tanteate the PSA. Following the military campaign in
Iraq in 2003, the provisional Iragi administratierpressed a desire to honour its obligations utiter
PSA. However, statements to the media made by b#igials in 2008 indicated that the current Iraqi
administration viewed the PSA as having been teatath In December 2009, we won the tender to
develop the West Qurna-2 field as part of a consortwith Statoil. In January 2010, we entered iato
development and production agreement with two @f'k state-owned companies (North Oil Company
and South Oil Company) and Statoil, which was iediby the Iraqi Cabinet of Ministers. The agreemen
has a term of 20 years with the possibility of esten for another 5 years. Although we were sudakss
in our bid for rights to develop the West Qurnaeld; we cannot be sure that government intervantio
other factors will not keep us from successfullyquing the development of the West Qurna-2 field.

We depend on our senior managers and other key penzl.

Our growth and future success depend in signifipant upon the continued contributions of a nundfer
our key senior management and personnel, in plati@ur President and a member of our Board of
Directors, Vagit Yusufovich Alekperov. We can gime assurance that his services or the services of
other key persons will continue to be availableusy and the loss of any one of them could have a
material adverse effect on our business, finargatiition and results of operations.

We face the risk of a shortage of qualified persain

There is a growing global shortage of workers ia thl and gas industry which has caused foreign
companies to look to the Russian labour markeefoployees. A shortage in the supply of labourers in
Russia could cause an increase in salaries whighl cesult in an increase in our labour costs. W/ m
also be forced to modernise production in ordeethice our dependence on our labour force. Thate an
other risks associated with labour shortages indih@and gas industry could have a material adverse
effect on our business, financial condition andultssof operations and, therefore, would affect the
Issuer’s ability to meet its obligations under tBends and LUKOIL’s ability to meet its obligations
under the guarantee.

If the Russian Federal Antimonopoly Service (the BAwere to conclude that we had conducted our
business in contravention of antimonopoly legislati, it could impose administrative sanctions on us.

Russian antimonopoly legislation prohibits anti-gatitive behaviour, including abuse of a dominant
position. This legislation is sometimes vague auofext to varying interpretations. Developmentshia
Russian antimonopoly law are trending towards ggeoistate control over the market participants.

In July 2009, the Federal Law “On Protection of Qetition” was amended to grant the FAS additional
powers to regulate the commercial activities of keauparticipants, simplify the procedure of proviag
breach of the antimonopoly legislation, increase gknalties for anticompetitive activities and ddiuce
new elements to the relevant offences. In particttee FAS’ powers were expanded with respect ¢o th
right to issue an order to sell a certain amourgroflucts at the commodity exchange, the requirésnen
to obtain prior approval by the FAS of the startprige for the products and the procedure for datmn

of such price when the products are sold on thencodity exchange. These new powers may adversely
affect the volume of supplies to our own refinerggsl impair our relationship with our customers. In
particular, there is a possibility that while apgng the starting prices, the relevant authoritia$
decrease the prices for our products. Administeatbanctions may be imposed on us if the FAS
concludes that our business was conducted in a@ttian of antimonopoly legislation. Any use by the
FAS of such powers on our Group could materiallyesiglely affect our business, financial conditiod an
results of operations.

Court practice relating to contesting decisionsti@ FAS, in particular in cases regarding abuse of
dominant position by setting excessively high mwi@nd taking concerted actions with other market
participants, lacks consistency. Because of thesratgs of explicit criteria for valuation of entities
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financial and commercial operations and the lackasfsistency in court practice, it is difficult poedict
the outcome of cases contesting decisions adoptdtelFAS and the penalties it imposes.

In October 2009, an amendment to Article 178 of @neninal Code of the Russian Federation entered
into force which clarified and expanded the elersenit offence for economic crimes, and increased
sanctions for misconduct in the form of larger fin@l penalties, a prohibition on holding certaffioes

or conducting certain activities and imprisonmefihe application of such penalties for breach of
antimonopoly legislation could impair our officeasd managers ability to manage our operationsasd,
a result, have a material adverse effect on ounbss, financial condition and results of operation

In 2009, pursuant to a request of the Chairmanhef Government of the Russian Federation and in
accordance with the Decree of the Government ofRbssian Federation establishing the Key Focus
Areas for the Government of the Russian Federatior2012, the programme entitled Competition
Promotion Programme for the Russian Federation Rfoggramme) was developed. The first section of
the Programme describes the key directions for ptiomp competition in the market for oil product$her
Programme contains a list of steps to promote cditigge one of which is to split up different type$
operations within vertically integrated oil compesi(VIOC) between different legal entities withineo
and the same VIOC to create, based on the conyeetiélations between the supplier and the buyer
(including between VIOCSs), additional turnover df groducts within the wholesale and retail markets
Based on the Programme, in May 2010, the Russianisivy of Economic Development approved a plan
for the promotion of competition in the oil prodsicharkets, pursuant to which it is proposed ta-sili

the wholesale and retail operations within a VIQCenhsure non-discriminatory access to oil and oil
products transportation and storage infrastructure.

We believe that orders to split up the operatioitkiwa VIOC may be used against companies whieh ar
found to have violated antimonopoly legislation amdich have a dominant position. In such case, the
courts would be authorised either to decide ta siplithe operations of such companies or spin-off ar
several companies which may not be part of the sgmap of persons according to the law. Any
application by the FAS of any such measures to @wup could materially adversely affect our
acquisition strategy and, more generally, our lessnfinancial condition and results of operations.

If the FAS were to conclude that we created a sulimiy or acquired any shares (equity interests) or
assets in contravention of antimonopoly legislatiahcould impose administrative sanctions on usdan
may file a claim seeking liquidation or reorganisah by spin-off or separation of any such subsidyar
or invalidation of the transactions related to sucthares (equity interests) or assets.

Our business has grown substantially through thguiaition of shares (equity interests) or assets or
creation of companies, many of which required thergonsent or subsequent notification of the FkS
any of its predecessor agencies. Russian antimbnégmislation restricts the acquisition or creatiof
companies by groups of companies or individualghgdn concert without this approval or notificatio
The legislation is sometimes vague and subjecatging interpretations. If the FAS was to concltlaat

our acquisition of shares or assets or creatica wéw company contravened applicable legislatioey t
could impose administrative sanctions on us and/ tbeuld file a claim seeking liquidation or
reorganisation by spin-off or separation of anyhssigbsidiary or invalidation of the transactionkated

to such shares (equity interests) or assets, raliyeddversely affecting our acquisition strategyda
more generally, our business, financial conditiod eesults of operations.

Any increase in the disparity between Russian anternational market crude oil or refined product
prices may have a material adverse effect on ousibess, financial condition and results of operatis.

As is the case with all Russian oil companies, ®iea portion of our crude oil and refined produicts
the Russian market, where prices have historidadlgn lower than in the international market. Our
domestic crude oil sales are small compared toirdernational crude oil sales. In the past, dorgesti
Russian crude oil prices were set by the Russiaergment at levels substantially below those oflevor
market prices. The Russian government ceased tdategdomestic prices for crude oil in early 1995.
Domestic prices have remained below world levels mupart to export duties and transportation ¢osts
although developments in export channels of thednaft pipeline system and other export infrastmect
have had the effect of exerting upward pressuréoonestic prices, in part because they reduce thglysu
available to the Russian market. In recent yeaes ptices we achieved for our domestic crude ddssa
were close to, or sometimes even higher than, xporé netback prices, which are the prices we aehie
for exports, minus export duties and transportatiasts.
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While prices in Russia for refined products areegalty determined by the market, occasionally they
may still be subject to government control. Funthere, Russian oil companies may, from time to time,
be subject to political pressure to reduce domesfioed product prices. Accordingly, we can giv@ n
assurance that governmental price controls will betimplemented or increased for political or other
reasons. Any resulting increase in the disparitiwben Russian and international market prices for
refined products could have a material adversecefie our business, financial condition and resofts
operations.

A change in the blend of the oil transported thronghe Transneft pipeline network could affect the
price we receive for our oil.

The crude oil that we transport through the Trafigmipeline network is blended with crude oil ohet
producers that may differ in quality. Our sale<fde oil that we transport through the Transngstesm
are of the crude oil blend that results from thembmation of different types and qualities of cruaikin
the system, which is usually referred to as “Uldénd” crude oil. Therefore, the price we get far oil
may be lower than the price that we could get fibobthe same quality if we could transport oul oi
independently of Transneft. Any decrease in thelityuaf the crude oil blend transported through
Transneft could reduce the marketability of theved produce and, thereby, materially adverselycaffe
our business, financial conditions and resultspefrations.

Our business operations could be disrupted if owisting and new management information systems
fail to perform adequately.

We depend upon our management information systémhiding our Industrial Safety Management
System and our Environmental Safety ManagemeneB8yaib conduct our operations. We are also in the
process of introducing new solutions to support euploration and development activities and
standardising and rationalising the accountingesgstused at our subsidiaries. Implementation of any
major new systems and enhancements to existingragstould cause disruptions in our operationsf t
implementation of our new management informaticsteays is delayed or the systems fail to perform as
anticipated, we could experience difficulties inndacting our operations or generating necessary
financial and accounting information. Any of these other systems-related problems could, in turn,
adversely affect our financial condition and resoit operations.

Notwithstanding the risk described above, in thenévthat we experience difficulties in generating
financial and accounting information using our ngeraent information systems, we believe that we
have alternative information technology and persbrmapabilities to meet our obligations as a listed
company. As a result, we believe that our finansigtems are sufficient to ensure compliance whigh t
requirements of the UK Listing Authority’s Disclasuand Transparency Rules as a listed entity.

We are involved in various legal proceedings thaayrresult in material losses.

We are involved in a number of legal proceedingkhdugh we do not currently expect a material
adverse effect on our financial condition and rssaf operations because of any proceedings clyrent
known to us, we can give no assurance that wenwilincur material losses in connection with anghsu
legal proceedings. Such losses are difficult tajotedbecause of: (i) uncertainty regarding the omte of

the various proceedings; (i) the occurrence of ndewelopments that we could not take into
consideration when evaluating the likely outcome eafch proceeding in order to accrue the risk
provisions as at the date of the latest financiatesnents; (iii) the emergence of new evidence and
information; and (iv) errors in the estimate of Ipable future losses. Losses associated with legal
proceedings could materially adversely affect ausibess, financial condition and results of operesi

A material change in the tax legislation in any afe jurisdictions in which we operate could have a
material adverse effect on our business, financtaindition and results of operations.

As a result of general economic conditions in tbantries in which we operate and those in which we
currently make, or may in the future make, salad, ia particular as a result of the economic slowalo
the tax legislation in these countries may be chdrig order to increase tax revenues. A materiahgh

in the tax legislation in any of the jurisdictiomswhich we operate or those in which we currentigke,

or may in the future make, sales could have a nahtdverse effect on our business, financial cioordi
and results of operations.
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The introduction of new specifications for fuel qlity standards in Russia may force us to incur
further capital expenditures to upgrade our domestefineries.

Fuel produced at our refineries currently meetssRunsdomestic quality standards. Investment plans f
our refineries anticipate progressive tighteningdofnestic fuel standards, ultimately bringing them

line with European standards. However, a risk rem#at the Russian government may accelerate the
introduction of standards for cleaner fuels or tttee changes, when introduced, may vary from our
current expectations. We intend to work closelyhwihe relevant federal and local authorities to
understand the timing for the changes in fuel qualiandards. If these changes, when introducedy, va
significantly from our current expectations, theyuldl force us to incur further capital expenditutes
upgrade our refineries and could limit our fuel glypto the domestic market until refinery technical
upgrades are completed.

We do not carry insurance against all potential kis and losses and our insurance might be inadequate
to cover all of our losses or liabilities.

We only have limited, and potentially an insuffitidevel of, insurance coverage for potential Igsse
liabilities that may arise in connection with ouusiness, including property damage, work-related
accidents and occupational disease, natural disaated environmental contamination. Accordingly,
losses or liabilities arising from such events ddatrease our costs, which could have a matediadze
effect on our business, financial condition anaiitssof operations.

Risks Relating to Business Operations in Emerging krkets

Investors should exercise particular care in evalgahe risks involved and must decide for thewsel
whether, in light of those risks, their investmeasitappropriate. Generally, investment in emerging
markets is only suitable for sophisticated investatho fully appreciate the significance of the sisk
involved, and investors are urged to consult wihhbirt own legal, financial and tax advisors before
making an investment in the Bonds.

Emerging markets, such as Russia, are subject teajer risks than more developed markets, including
significant political, legal and economic risks.

Investors in emerging markets, such as Russia,|dh@uaware that these markets are subject toggreat
risk than more developed markets, including in scases significant political, legal and economéksi
Emerging economies such as the Russian econonsyhbject to rapid change and the information set out
in these Listing Particulars may become outdatéatively quickly. Moreover, financial turmoil in gn
emerging market country tends to adversely affeiciep in debt and equity markets of other emerging
market countries, as investors move their monemaoe stable, developed markets. Financial problems
or an increase in the perceived risks associatéld wiesting in emerging economies could dampen
foreign investment in Russia and adversely affeetRussian economy. In addition, during such times,
companies that operate in emerging markets can dagere liquidity constraints as foreign funding
sources are withdrawn. Adverse economic developnehtthe kind described above may affect our
business in a number of ways. As a result, demandur products may decline, which would materially
adversely affect our business, financial conditod results of operations.

Most of our international reserves, production ancefining interests are located in politically,
economically and legally unstable areas.

As at 31 December 2009, approximately 5% of ouw@docrude oil reserves were located outside Russia.
Currently, our principal international upstreameigsts are in two countries bordering the Caspem S
Kazakhstan and Uzbekistan. We also have upstretarests in Azerbaijan, Colombia, Egypt, Saudi
Arabia, Venezuela, Ghana and Cote d'lvoire. AslaD&cember 2009, approximately 30% of our proved
gas reserves were located outside of Russia, imletan, Uzbekistan and Azerbaijan. In addition, we
have refining operations in Ukraine, Bulgaria arahRnia.

We are exposed to significant political, economid &gal risks in some of these countries. Thee ha
been war and civil strife in and around the Midlast, the Caspian region and in Colombia and Cote
d’lvoire for much of the past two decades. Morepwnce the dissolution of the Soviet Union, the
international legal status of the Caspian Sea bawined uncertain and is currently the subject of
international negotiations that could have a mateatverse effect on our interests there. In amfuliti
changes in subsoil use legislation, as well aegislation affecting production sharing agreememnts
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these regions, in particular in the event of itso&ctive application, may affect the way we corduar
business in these areas.

The military conflict in August 2008 between Russial Georgia, involving South Ossetia and Abkhazia,
temporarily obstructed our ability to transport urat gas we produced in Azerbaijan through the
Southern Caucasus Pipeline and resulted in criticid Russia by a number of Western European
countries and countries in North America, which eveonsidering political and economic sanctions and
other actions against Russia. Any additional tersim the region could negatively affect the Russia
economy, which could have a material adverse effeciur business and therefore, on the Issuerlgyabi
to meet its obligations under the Bonds and LUKG®Iability to meet its obligations under the guaeant

We have assets and operations in countries thatéheacently or may in the future become members of
the European Union.

The process of transition into the European Unigrcountries in which we operate carries significant
risks associated with changes in legislation angingks in trade relations between Russia and these
countries. There is a risk that our operating egpsmwill increase due to higher minimum wagesctstri
environmental standards and other European Uniguinements. If any of these risks were to matesgali

it could have a material adverse effect on ourrmss, financial condition and results of operatiand,
therefore, on the Issuer’s ability to meet its gations under the Bonds and LUKOIL'’s ability to mége
obligations under the guarantee.

Credit risks of our customers in emerging marketeaigher than those of our customers in developed
countries.

We focus on the selection of reliable partnersoiar business in terms of their ability to pay itiraely
manner for the products purchased from us and merfbeir obligations in strict compliance with our
existing agreements. However, our business is expds the risk that the amounts owed by our
customers for products sold or services renderdchai be paid when due, and that some of them may
not be able to perform timely and fully their olaitgpns. In such cases we seek to resolve any @isput
and recover amounts owed to us in conformity whté kaws of the jurisdictions where we operate and
with established business practices. We note, hewévat in the markets of developed countries ie$s
cumbersome to settle such disputes as comparedenyeg markets, due to better developed laws and
the financial services market. In developed marketporate debts are a financial asset which may be
used as security, pledged, sold and purchaseceftiner such debts have high liquidity. In emerging
markets this practice is not as developed and ebevery of overdue debts is a lengthy process. As a
result of longer periods which we may need to recawerdue debts from our customers in emerging
markets we may need substantial financial resourcesaintain the financial stability of a numberaofr
subsidiaries, which may adversely affect our busgpénancial condition and results of operations.

Risks Relating to the Russian Federation

We are a Russian company and substantially alluoffixed assets are located in, and a significant
portion of our revenues are derived from, Russieer& are certain risks associated with an invedtinen
Russia.

The Russian tax system imposes substantial burdemsis, is not fully developed and is subject to
frequent change and significant uncertainty.

We are subject to a broad range of taxes impos#tedederal, regional and local levels, which urd,
among others, corporate income tax, mineral extnadbx, value added tax, excise duty, export duty,
compulsory insurance payments and corporate atset@nd we are one of the largest sources of tax
revenue to the federal authorities and to the rediand local authorities in those regions andlitbes in
which we operate.

The taxation system in Russia is subject to frejubanges and inconsistent enforcement at the deder
regional and local levels. Until the adoption of fhax Code of the Russian Federation (the Tax Cihee)
system of tax collection in Russia was relativelgffective, resulting in the continual impositiohrew
taxes in an attempt to raise state revenues. Tistirex Russian tax laws, such as the Tax Code, have
been in force for a short period of time as comgdretax laws in more developed market economies,
and the implementation of these tax laws is ofteclear or inconsistent. In practice, Russian tax
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authorities generally interpret the tax laws in w#yat do not favour taxpayers, who often havesswnt

to court proceedings to defend their position agjdine tax authorities. During the past severatgjgae

tax authorities have shown a tendency to take naseertive positions in their interpretation of tax
legislation, which has led to an increased numbenaierial tax assessments issued by them as & oésu
tax audits of companies operating in various ingest including the oil industry. In some instanties
Russian tax authorities have applied new interpicets of tax laws retroactively. In addition, thed8ian
Federation may introduce changes into tax legwstathat may adversely affect our business, inclydin
certain changes aimed at maximising state budgeime received from the raw materials sector of our
industry.

Generally, tax declarations are subject to inspadiy tax and/or customs authorities for three rudde
years immediately preceding the year in which theigion to conduct an audit is taken. However, the
fact that a particular year has been reviewed kyatahorities does not preclude that year fromhteirt
review or audit during the eligible three-year pdrby a superior tax authority. The Tax Code presid
for the possible extension of the three-year littota period if the taxpayer has actively obstructied
performance of the tax audit and this has becommsurmountable obstacle for the tax audit. As the
terms “obstructed” and “insurmountable obstacles”rot specifically defined in Russian tax legislat

the tax authorities may attempt to interpret theoably, effectively linking any difficulty experieed in

the course of their tax audit with obstruction e ttaxpayer, and use that as a basis to seek tax
adjustments and penalties beyond the three-ye@doérhe statute of limitation is not thereforeiesiy
effective with respect to liability for tax in RuasSuch inspection, if it concluded that we haghiicant

tax underpayments relating to such periods, may lsaamaterial adverse effect on our business, financ
condition, results of operations and our abilityrteet our obligations under the Guarantee.

The Group implemented tax planning and managentexiegies based on existing legislation at the time
of implementation.

We are subject to periodic tax audits that mayltésuax assessments and additional amounts owed b
us for prior tax periods. At times, tax authoritlesve attempted to impose additional significaresaon
the Group. In 2009, Group companies which were esiihjo tax inspections faced tax claims for an
aggregate amount in excess of RUR4 billion, 99%whbfch were disputed and 98% of which were
resolved in our favour through pre-judicial andigi@ challenges. We do not believe that any furthe
claims from Russian tax authorities resulting framvestigations of our activities could materially
adversely affect our business, financial condit@nresults of operations. However, we can give no
assurance that such authorities will not bring sulystantial claims as a result of their investgai

On 12 October 2006, the Plenum of the Supreme ratimn Court of the Russian Federation issued
Ruling No. 53 formulating the concept of “unjustifi tax benefit”, which is described in the Ruling b
reference to circumstances, such as absence ofdssspurpose or transactions where the form ddes no
match the substance, and which could lead to tkalldivance of tax benefits resulting from the
transaction or the re-characterisation of the statlithe transactions for tax purposes. Although th
intention of this Ruling was to combat abuse of leax, in practice the tax authorities may seek 8roa
application of the Supreme Arbitration Court’s piples to contest the correctness of a taxpayexs t
assessment. Based on cases brought to courtsetoediating to this ruling, the tax authorities hatarted
applying the “unjustified tax benefit” concept inbaoader sense than may have been intended by the
Supreme Arbitration Court. To date, in the majofycases where this concept has been applied, the
courts have ruled in favour of taxpayers, but itds early to determine whether the courts willdol
these precedents in the future.

Russian transfer pricing legislation allows Rusdiax authorities to make transfer pricing adjustteen
and impose additional tax liabilities in respecatf‘controlled” transactions (except for thosendacted

at state regulated prices and tariffs), provideat the transaction price differs from the marketer
upwards or downwards by more than 20%. “Controlledhsactions include transactions with related
parties, barter transactions, foreign trade traimas and transactions with unrelated parties with
significant price fluctuations (i.e., if the priad such transactions differs from the prices of ikim
transactions by more than 20% within a short peabdime). Special transfer pricing rules apply to
securities transactions and derivatives.

It is not always possible to determine market grif@ crude oil in Russia, mainly due to the siaint
intragroup turnover of the vertically integrated @dmpanies that dominate the market. Substantally
crude oil produced in Russia is produced by vdhjiéategrated oil companies, such as ours. Assalte
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most transactions are conducted between affiliateiies within vertically integrated groups. Thtigre

is no concept of a benchmark domestic market gacerude oil in Russia. The price of crude oilttia
produced, but not refined or exported by one of yhdically integrated oil companies, is generally
determined on a transaction-by-transaction basiéagthe background of world market prices, buhwi
no direct reference or correlation. At any timesrdhmay be significant price differences betweeores

for similar quality crude oil as a result of thenguetitive and economic conditions in those regidnhse

to the uncertainties in the interpretation of tfangricing legislation, the tax authorities majea view

as to what constitutes an appropriate market phaediffers from LUKOIL’s view. As a result, thent
authorities may challenge LUKOIL'’s prices in sucanisactions and propose adjustments. If such price
adjustments are implemented, our business, finhreadition or results of operations could be
materially adversely affected. In addition, we ebédce significant losses associated with the asses
amount of prior underpaid tax and related inteeest penalties, which could have a material adverse
effect on our business, financial condition, resuf operations and our ability to meet our obligyz
under the Guarantee.

A new draft law radically amending the transfercpry legislation was approved by the Russian
parliament in the first reading on 19 February 204ih the second and third readings scheduledtfer t
spring session of 2011 by the State Duma of thesiBad-ederation. At this point it cannot be prestict
with absolute certainty when these amendments bdllenacted and what effect they may have on
taxpayers, including the Group.

It should also be noted that Russian tax law dag¢sprovide for a possibility of group relief or disl
unity. Consequently, tax losses of a Russian legéty within the Group may not be surrendered to
reduce the tax liability of any other Russian legyatiity within the Group.

The Group operates in various jurisdictions anduihes companies incorporated outside of Russia.
Russian tax law does not provide for detailed ruastaxation of foreign companies in Russia. It is
possible that with the evolution of these ruleslmnges in the approach of the Russian tax autsta
their interpretation and application, the Group Imhilge subject to additional taxation in Russia.

Russian tax legislation in effect as of the dateheke Listing Particulars does not contain a coinoé

the corporate tax residency. Russian companiedaxer on their worldwide income whilst foreign
entities are taxed in Russia on income attributéble permanent establishment and on a Russianesour
income. The Russian Government in its Main Dirediof Russian Tax Policy for 2009-2011 has
proposed the introduction to the domestic tax ldwaoconcept of tax residency for legal entities.
According to the proposals, a company would be dekanRussian tax resident based on the place of its
effective management and control and/or based emetsidence of its shareholders. No assuranceean b
currently given as to whether and when these amenthmwill be enacted, their exact nature, their
potential interpretation by the tax authorities dmel possible impact on our Group. We may not oule
that, as a result of the introduction of these geanto the Russian tax legislation, certain comgsof

the Group might be deemed to be Russian tax resideubject to all applicable Russian taxes.

All of the factors described above create tax riskRussia that are more significant than thosécajly
found in jurisdictions with more developed tax gyss. It imposes additional burden and costs on our
operations, including management resources, andplozates our tax planning and related business
decisions, potentially exposing us to significane$ and penalties and enforcement measures desipite
best efforts at compliance with tax legislation.

The occurrence of any of the events set out aboutdchave a material adverse effect on our busjness
financial condition, results of operations and ability to meet obligations under the Guarantee.

Initiatives of the Russian government to level expduties for dark and light petroleum products may
adversely affect our performance.

The Russian government has made statements sumgistiay pursue policies aimed at leveling export
duties for dark and light petroleum products. Gaweent officials have indicated that such policiés,

adopted, will seek to boost the modernization & ttational oil refining sector and to increase the
refining depth in Russia. The government proposds\tel the duties gradually and start the progess

2011. Up to now, no final decision has been madd,the initiative’s chances for success are unclear
We have prioritized the modernisation of our refieg, and we have undertaken large-scale operdions
raise the complexity and refinery depth at othdinegies. However, even in light of the unclear
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perspective of this governmental action and theematss of tools to implement it, given the current
product mix of our refineries, this proposed legfisle initiative may, if approved, adversely affectr
business, financial performance and results ofaijmers.

Instability in the Russian economy could materialadversely affect our business.

Since the dissolution of the Soviet Union, the Rarseconomy has been subject to abrupt downturds an
has experienced at various times:

° significant declines in gross domestic product;

° hyperinflation;

° an unstable currency;

° high government debt relative to gross domestidpet;

° a weak banking system providing limited liquiditbyRussian enterprises;

° high levels of loss-making enterprises that carmgth to operate due to the lack of effective
bankruptcy proceedings;

° significant use of barter transactions and illlgpromissory notes to settle commercial transastion
° widespread tax evasion;

° growth of a black and grey market economy;

° pervasive capital flight;

° high levels of corruption and the penetration famised crime into the economy;

° unstable credit conditions;

° a weakly diversified economy which depends sigaifitly on global prices for raw materials;

° significant increases in unemployment and undeteynpent; and

° the impoverishment of a large portion of the Rarisgiopulation.

The Russian economy has been adversely affectatiebglobal financial turmoil, which began in the
third quarter of 2008. The Russian economy hastBcbeen characterised by extreme volatility iftde
and equity markets, reductions in foreign investimamd sharp decreases in GDP. In late 2008, the
Russian government announced plans to make awaitabte than $200 billion in emergency financial
assistance measures in order to ease taxes, refifiaeign debt and encourage lending.

In the year ended 31 December 2009, according $3t80 the Russian Federation’s real GDP contracted
by 7.9% as compared to growth of 5.6% and 8.1%9082and 2007, respectively. According to the CBR,
Russian Federation’s foreign currency reservesffeth a peak of $598.10 billion in August 2008 to
$383.7 billion in May 2009, although they recoveteds475.3 billion by August 2010. Rosstat’s figure
for 2009 also show industrial production and expatéclining by 9.3% and 35.7%, respectively, and
unemployment increasing by 48.9%.

During the first quarter of 2010, according to Ragsndustrial production grew by 5.8% as compdced
the same period in 2009. According to Rosstat, gggda the first quarter of 2010 increased by 61,.6%
compared to the same period in 2009. The Russiasivly of Economic Development estimates that the
Russian Federation’s real GDP will grow by not lgsm 4% in 2010.

In February 2009, in large part due to the impécthe global financial and economic crisis on the
Russian economy, Fitch downgraded its long termemagn rating for the Russian Federation from
“BBB+” to “BBB” and downgraded Russia’s country leg rating to “BBB+” from “A”. In January
2010, Fitch raised the Russian Federation’s ratmgtook to “stable” from “negative”. In September
2010, Fitch raised the Russian Federation’s ratimgfook to “positive” from “stable”. In December
2008, Standard & Poor’s Rating Services, a divigibMcGraw Hill Companies Inc. (Standard & Poor’s)
downgraded its foreign currency sovereign credihgaon the Russian Federation from “BBB+/A 2" to
“BBB/A 3", stating that the downgrade of the rasngf the Russian Federation reflects risks asstiat
with the sharp reversal in external portfolio artieo investment flows, which increased the cost and
difficulty of meeting the country’s external finang needs. Any further deterioration or the corsithon
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of the current economic situation in Russia andrtfagkets in which we operate could have a material
adverse effect on our business, financial conditind results of operations and, therefore, ouiitghd
meet our obligations under the Bonds and LUKOILWbdity to meet its obligations under the guarantee.

As Russia produces and exports large quantitiexrwafe oil and natural gas, the Russian economy is
particularly vulnerable to fluctuations in the mrécof crude oil and natural gas on the world market
which reached record high levels in the first signtihs of 2008 and significantly decreased durirgy th
last six months of 2008. Since then the prices rs@bilised. During the global financial and ecoiom
crisis, there were periodic suspensions of tradinghe Russian stock market, extreme volatilityhe
Russian securities markets and sharp fluctuatiorike share prices of Russian financial institigiohs

of October 2008, the RTS stock index had declingd\er 70% from its highest levels reached in May
2008 and the IFX-Cbonds bond index had declinedajpgroximately 13.8% from its highest levels
reached in June 2008. However, by the end of JuY2the RTS stock index and the IFX-Cbonds bond
index had recovered by 200.4% and 47.0%, respéygtivem their lowest levels. Deterioration of, thre
continued instability in, the Russian economy caadidersely affect our revenues derived in Russth an
inhibit our ability to obtain financing and couldaterially adversely affect our business, financial
condition and results of operations.

Political and governmental instability could matedly adversely affect our business, financial
condition and results of operations.

Since 1991, Russia has sought to transform itseffi fa one-party state with a centrally planned eoon

to a pluralist democracy with a market-oriented necny. The Russian political system remains
vulnerable to popular dissatisfaction, includingsditisfaction with the results of privatisationstie
1990s, and to demands for autonomy from partiaelgional and ethnic groups. The course of political
economic and other reforms has in some respects beeven, and the composition of the Russian
government, including the prime minister and theeotheads of federal ministries, has at times been
unstable. For example, six different prime ministeeaded governments between March 1998 and May
2000.

Vladimir Putin was elected President of Russia iaréth 2000. Since that time, Russia has generally
experienced a higher degree of governmental ¢tab®in 2 March 2008, Dmitry Medvedev was elected
President of Russia and appointed Mr. Putin aséNtimister shortly thereafter.

Future presidential elections, changes in govermntka creation, abolishment or reform of governmen
bodies regulating the oil and gas industry, majolicy shifts or a lack of consensus between the
president, the government, Russia’s parliament @owerful economic groups could lead to political
instability, which could have a material adversie@fon the value of investment in Russia geneiadlg
the Bonds in particular.

Domestic political conflicts could create an uncaim operating environment that would hinder our
long-term planning ability and could materially agvsely affect the value of investments in Russia.

Russia is a federation comprising various sub-fdgolitical units, some of which have the right to
manage their internal affairs pursuant to agreesneith the federal government and in accordanch wit
applicable laws. In practice, the division of auttyo between federal and regional governmental
authorities remains uncertain and contested. Tiéeainty could hinder our long-term planning efo
and may create uncertainties in our operating enument, which may prevent us from effectively
carrying out our business strategy.

In addition, ethnic, religious, historical and atli#visions have, on occasion, given rise to temsiand,

in certain cases, military conflict, such as thaflict in Chechnya. The military conflict in Checjahas
brought normal economic activity within Chechnyaatbalt and disrupted the economies of neighbouring
regions. Various armed groups in Chechnya havegamha attacks in that area. Violence and attacks
relating to this conflict have also spread to otparts of Russia, including terrorist attacks inddaow,
most recently in March 2010. The further intensifion of violence, including terrorist attacks and
suicide bombings, or its continued spread to ofments of Russia, could have significant political
consequences, including the imposition of a sthtenmergency in some or all of Russia. Moreover, any
terrorist attacks and the resulting heightened riggcmeasures may cause disruptions to domestic
commerce and exports from Russia, and could mé#iergversely affect our business, financial
condition, results of operations and the valuemgéstments in Russia, such as the Bonds.
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We are only able to conduct banking transactiongtwa limited number of creditworthy Russian banks
because the Russian banking system remains undeztiged, and another banking crisis in Russia
could place severe liquidity constraints on our liisss, materially adversely affecting our business,
financial condition and results of operations.

Russia’s banking and other financial systems &g Veell developed or regulated compared to those in
developed countries, and Russian legislation rejatdo banks and bank accounts is subject to varying
interpretations and inconsistent applications. M&ussian banks do not meet international banking
standards, and the transparency of the Russiarifgas&ctor still does not meet internationally gted
norms.

The CBR'’s supervisory/control mechanisms may beeiriain cases insufficient to timely identify non-
compliance with banking legislation.

The deficiencies in the Russian banking sector,lioed with the deterioration of Russian banks’ @red
portfolios’ condition, may result in the bankingcsa being more susceptible to the current worldwid
macroeconomic situation. The credit crisis thatamei the United States in the autumn of 2008 tedul

in decreased liquidity in the Russian credit maiked weakened the Russian financial system. Sgartin
from the fourth quarter of 2008, a majority of tRassian banks experienced difficulties with fundarg
domestic and international markets and interessratcreased significantly. Credit ratings of saler
banks were lowered. The lack of liquidity and eaoio slowdown raised the possibility of Russian
corporate defaults. Since then much of the liqyidias been restored to the Russian credit market.
However, a prolonged or serious banking crisisherliankruptcy of a number of banks, including banks
in which we receive or hold our funds, could matkyi adversely affect our business and our abittity
complete banking transactions in Russia.

We face inflation risks that could materially adveely affect our business, financial condition and
results of operations.

The Russian economy has been characterised byrdiig of inflation. Inflation in Russia was 9.0% in
2006, increased to 11.9% in 2007 and 13.3% in 2668lined to 8.8% in 2009, and was 4.4% as of 30
June 2010. In the beginning of 2010, it was forthby the International Monetary Fund to be 9.9¢6 b
the end of 2010. The forecast was further adjuistédigust 2010 to be 6.0% by the end of 2010. @erta
of our costs, such as salaries, are sensitivecteases in the general price level in Russia. Mbstur
revenues are either denominated in U.S. dollaez@itinked to the U.S. dollar and are affected pritp

by the international price of oil. Our operating rgias could be materially adversely affected if the
inflation of our ruble costs in Russia is not bakeah by a corresponding devaluation of the rubleérsga
the U.S. dollar or an increase in oil prices.

Limitations on our ability to convert rubles intotber currencies may materially adversely affect our
business, financial condition and results of opeil@ts.

Because of the limited development of the foreigmrency market in Russia, we may experience
difficulty converting rubles into other currenciésurthermore, the Russian government and the CBR ma
impose burdensome requirements governing currepeyations, as it has done in the past. Additionally
any delay or other difficulty in converting rublé@sto a foreign currency to make a payment or any
practical difficulty in the transfer of foreign gency could limit our ability to meet our paymendadebt
obligations, which could result in the acceleratandebt obligations and cross defaults. Thereadse
only a limited number of available ruble-denomimktestruments in which we may invest our excess
cash. Any balances maintained in rubles will gige to losses if the ruble devalues against maj&idn
currencies. Moreover, these restrictions could gnéwr delay any acquisition opportunities outsidle
Russia that we might wish to pursue.

In addition, restrictive currency regulations irrdign countries where we have assets could have a
material adverse effect on our business, finamgabition and results of operations.

Weaknesses relating to the Russian legal system Rodsian law create an uncertain environment for
investment and business activity.

Russia is still developing the legal framework rieegl by a market economy. Several fundamental
Russian laws have only recently become effectiiee Telatively recent nature of much of Russian
legislation and the rapid evolution of the Rusdiegal system place the enforceability of laws imloto
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and result in ambiguities and inconsistenciesdiditéon, Russian legislation often leaves substugaps
in the regulatory infrastructure. Among the riskshe current Russian legal system are:

° inconsistencies between and among the Constifuttoleral and regional laws, presidential decrees
and governmental, ministerial and local ordersjgil@cs, resolutions and other acts;

° conflicting local, regional and federal rules aedulations;
° limited judicial and administrative guidance otenpreting Russian legislation;
° the relative inexperience of judges in interprgtRussian legislation;

° a high degree of discretion on the part of govesmtal authorities, which could result in arbitrary
actions such as the suspension or termination rolicances; and

° poorly developed bankruptcy procedures that aogestito abuse.

All of these weaknesses could affect our abilityetaforce our rights under contracts, or to defend
ourselves against claims by others. We can givassorance that regulators, judicial authoritiethod
parties will not challenge our internal proceduaesl by-laws or our compliance with applicable laws,
decrees and regulations.

Many Russian laws are structured in a way that igesv for significant administrative discretion in
application and enforcement. Reliable texts of land regulations at the regional and local levedsy m
not be available and are subject to different dmhging interpretations and administrative appilicest
Russian laws often provide general statementsiofiptes rather than a specific guide to implemgata

and government officials may be delegated or egerdiroad authority in determining matters of
significance. Such authority may be exercised iruapredictable way, and effective appeal processes
may not be available. As a result of these factewen the best efforts to comply with the laws may
always result in full compliance.

In addition, amendments to several Russian lawgdu@ing those relating to the tax regime, corporati
and licensing) have only recently become effectfivee recent nature of much of Russian legislatioa,
lack of consensus about the scope, content and gfaeeonomic and political reform and the rapid
evolution of the Russian legal system in ways thay not coincide with market developments may tesul
in ambiguities, inconsistencies and anomalies, eghactment of laws and regulations without a clear
constitutional or legislative basis and ultimatelyinvestment risks that do not exist in countnegh
more developed legal systems. For example, alth&ugisian bankruptcy laws establish a procedure for
declaring an entity bankrupt and liquidating itsets, relatively few entities have been declaretkiapt

in Russia, and many of the bankruptcy proceedihgs have occurred have not been conducted in the
best interests of creditors. All of these weaknessmild affect our ability to enforce our rights, to
defend ourselves against claims by others in réspkour Russian subsidiaries, and could affect
enforcement of any rights of holders of the Bondaimast the Issuer or LUKOIL. Furthermore, we can
give no assurance that the development or implemtient or application of legislation (including
government resolutions or presidential decrees) mat adversely affect foreign investors (or prevat
investors generally).

The judiciary’s lack of independence and relativeexperience, the difficulty of enforcing court
decisions and governmental discretion in enforcirggaims could prevent us or you from obtaining
effective redress in a court proceeding.

The independence of the judicial system and its umity from economic, political and nationalistic
influences in Russia remain largely untested. Tingrtcsystem is understaffed and underfunded. Judges
and courts generally lack sufficient experiencehie area of business and corporate law. Under Russi
legislation, judicial precedents generally have binding effect on subsequent decisions and are not
recognised as a source of law. However, in practioarts usually consider judicial precedents iirth
decisions. In addition, most court decisions areraadily available to the public. Enforcement ot
judgments can in practice be very difficult in RassAdditionally, court claims are often used in
furtherance of political and commercial aims. Weyrba subject to such claims and may not be able to
receive a fair hearing. Additionally, court judgnerare not always enforced or followed by law
enforcement agencies. All of these factors makeiaiddecisions in Russia difficult to predict anthke
effective redress uncertain.
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These uncertainties also extend to property rigbisting Russia’s transformation from a centrally
planned economy to a market economy, legislatios waacted to protect private property against
expropriation and nationalisation. However, thesatqetions may not be enforced in the event of an
attempted expropriation or nationalisation. Expratosn or nationalisation of any of the memberghaf
Group or their assets, potentially with little a compensation, could have a material adverseteffec
our business, financial condition and results @rafions.

Russia is not a party to multilateral or bilatetr@aties for the mutual enforcement of court judgtee
with most Western countries. Consequently, if agjuént is obtained from a court in any such
jurisdiction, it is highly unlikely to be given dict effect in Russian courts. However, Russia (as a
successor to the Soviet Union) is a party to thes Nerk Convention. A foreign arbitral award obtaihe

in a state which is a party to the New York Coni@nshould be recognised and enforced by a Russian
court (subject to the qualifications provided farthe New York Convention and in compliance with
Russian civil and arbitration procedures and ofitecedures and requirements established by Russian
legislation). The Arbitration Procedure Code of Ressian Federation is in conformity with the New
York Convention and thus has not introduced anytsuttial changes relating to the grounds for refysi

to recognise and enforce foreign arbitral awardd aourt judgments. In practice, reliance upon
international treaties may meet with resistance larck of understanding on the part of Russiantsaur
other officials, thereby introducing delay and wetictability into the process of enforcing any fgre
judgment or any foreign arbitral award in Russia.

Selective or arbitrary government action could magdly adversely affect our business, financial
condition and results of operations.

Governmental authorities in Russia have a highekegf discretion and at times exercise their digmre
arbitrarily, without hearing or prior notice, andnsetimes in a manner that is contrary to law or
influenced by political or commercial considerasorselective or arbitrary governmental actions have
included unscheduled inspections by regulatorspenusion or withdrawal of licences and permissions,
unexpected tax audits, criminal prosecutions awitl @ctions. In addition, governmental authoritfes/e
also tried, in certain circumstances, by regulatiogovernment act, to interfere with the perforo®nf,
nullify or terminate contracts. Furthermore, fedeand local government entities have used common
defects in matters surrounding the documentatiobusiness activities as pretexts for court claimg a
other demands to invalidate such activities ordinl ¥ransactions, often for political purposes.

In October 2006, an official at the Russian Minjistf Natural Resources threatened to revoke 36uof o
licences for exploration in the Komi region of TimBechora and in the Khanty-Mansiysky Autonomous
Region-Yugra, alleging that we failed to exploredaill according to the timelines set out in theelces.
We believe that we have addressed all of thesgal®iolations or we have agreed with the commissio
to amend the licensing agreements to enable oupl@mee with the terms of the licences. The same
ministry official was responsible, in September @0fbr cancelling the ministry’s 2003 environmental
approval of Sakhalin-11, an LNG project in Russi&ar East run by a consortium including Royal Dutch
Shell, Mitsui & Co. and Mitsubishi Corporation, dte alleged environmental breaches. In December
2006, each of the consortium members signed areamgnet diluting their stakes in Sakhalin-1l by 5096 i
order to accommodate a sale of a 50% plus one sloarteolling stake in the project to Gazprom for a
purchase price of $7.45 billion. Selective or agvy government action directed at us or prefeaénti
treatment by the Russian government of any of oeunpgetitors could have a material adverse effect on
our business, financial condition and results @rafions.

Laws restricting foreign investment could materigladversely affect our business, financial conditio
and results of operations.

We could be materially adversely affected by theption of new laws or regulations restricting forei
participation in, or increasing state regulationtbe oil and gas industry in Russia. On 7 May 2608
new law restricting the level of foreign investmémtthe form of acquisition of shares (interests}he
charter capital of entities having strategic impode for ensuring the defence and security of tée,s
and other transactions as a result of which foréiyestors or a group of persons, of which a fareig
investor is a member, gain control over such esjticame into force. Federal Law No. 57-FZ “On
procedure for carrying out foreign investments itaterprises which have strategic importance for
ensuring defence and security of the State”, d@@d\pril 2008 (the Law on Strategic Enterprises),
places restrictions on foreign investors and/oupgsoof persons of which a foreign investor is a foem
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in connection with their participation in charteapitals of entities having strategic importance for
ensuring defence and security of the state, antffertransactions made by them resulting in the
establishment of control over such entities. Suahdactions may only be made having received prior
approval in accordance with the Law on Strategitefmises. The activities having strategic impar&an
for ensuring defence and security of the statelude; without limitation, geological exploration of
subsoil and/or exploration and extraction of ndteesources from subsoil areas of federal signifoea
Pursuant to the Law on Strategic Enterprises, emgsaction involving acquisition by foreign investof
shares (interests) in an entity having strategipdrtance for ensuring defence and security of thtes
and operating at a subsoil area of federal sigmifie, if such investors have the right to directty
indirectly dispose of ten or more percent of th@ltmumber of votes attaching to the voting shares
(interests) in the charter capital of such enti/,subject to the prior approval of a governmental
commission. The above-mentioned restriction oniforénvestment may limit our ability to raise equit
financing in foreign capital markets, consummatategic transactions in the future and, thereforay
have a material adverse effect on our businesandial condition and results of operations and may
affect the Issuer’s ability to meet its obligationsder the Bonds and LUKOIL's ability to meet its
obligations under the guarantee.

Russia’s physical infrastructure is in poor condith, which could disrupt normal business activity.

Russia’s physical infrastructure largely dates bexiSoviet times and has not been adequately funded
and maintained over the past two decades. Pantigudffected are the road networks, power genematio
and transmission systems, communication systemsaifding stock. For example, in May 2005, a fire
and explosion in one of the Moscow power substatiounilt in 1963 caused a major outage in a large
section of Moscow and some surrounding regionsghvhésulted in a suspension of half of the Moscow
metro lines, leaving thousands of people blockedkeuground for a long time. The blackout also hé th
ground electric transport, led to road traffic deeits and massive traffic congestion, disrupteditiébéty

and water supply in office and residential buildirand affected mobile communications. The tradimg o
exchanges and the operation of many banks, statemarkets were also halted.

In addition, road conditions throughout Russia poer. The further deterioration of Russia’s phykica

infrastructure could harm the national economyrugis the transportation of goods and supplies, add
costs to doing business in Russia and may interougtness operations. The government is actively
considering plans to reorganise the nation’s ralectricity and telephone systems. Any such
reorganisation may result in increased chargestaniffis. These factors could have a material advers

effect on our business, financial condition andiltssof operations.

Salary increases in Russia may reduce our profit igias.

Salaries in Russia have historically been signifisalower than salaries in the more economically
developed countries of North America and Europesiarilarly skilled employees, although they have
increased significantly in recent years. If, afte Russian economy recovers, salaries in Rusgia I
increase as rapidly as they were increasing iryélaes preceding the recent financial and econonsisc
our margins could be reduced. Unless we are abderitinue to increase the efficiency and produttivi
of our employees in line with, or at a faster rdu@n, the rate of salary increases, salary incseaseld
have a material adverse effect on our businessitsesf operations, financial condition and progpec

Crime and corruption could disrupt our ability toanduct our business and could materially adversely
affect our business, financial condition and resalbf operations.

The political and economic changes in Russia siheezarly 1990s have resulted in reduced policing o
society and increased lawlessness. Organised aiingictivity has increased significantly since the
dissolution of the Soviet Union, particularly irrg@ metropolitan centres. Property crime in larjes
has also increased substantially. In addition,Rbesian and international press have reported|bigHs

of official corruption, including the bribing of fifials for the purpose of initiating investigat®rby
government agencies. There have been instancesidh wovernment officials have engaged in selective
investigations and prosecutions to further interedtthe government officials and certain individua
The effects of organised or other crime, demanawipt officials or claims that we have been iwred

in corruption could result in negative publicitypuid disrupt our ability to conduct our business
effectively and could, thus, have a material adveféect on our business, financial condition aeglits

of operations.
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Social instability could materially adversely affeour business, financial condition and results of
operations.

Increased unemployment resulting from weakeningnewgoc conditions in Russia, the failure of the
government and many private enterprises to payshléiries on a regular basis and the failure @fries
and benefits generally to keep pace with the rgpigtreasing cost of living have led in the pastd a
could continue to lead in the future, to labour aundial unrest. Labour and social unrest may have
political, social and economic consequences, silinereased support for a renewal of centralised
authority, increased nationalism (with restrictiamsforeign involvement in the economy of Russia) a
increased violence. Any of these consequences amdlict our operations and lead to the loss of
revenue, materially adversely affecting our busihésancial condition and results of operations.

Our ownership in our privatised companies may beatienged and, if these challenges are successful,
we could lose our ownership interests in these camips or their assets.

Our business includes a number of privatised comegamnd our business strategy will likely involbe t
acquisition of additional privatised companies. Mamivatisations are arguably deficient and, theref
vulnerable to challenge because the relevant [gatiin legislation is vague, inconsistent or imftiot
with other legislation. In the event that the ptisation of any of our companies is successfully
challenged, we could risk losing our ownership rie¢¢ in that company or its assets, which could
materially adversely affect our business, financa@idition and results of operations.

In addition, under Russian law, transactions withres may be invalidated on many grounds, including
sale of shares by a person without the right tpatie of such shares, breach of interested parntyagor
transaction rules and failure to register the slianesfer in the securities register. As a resldfects in
earlier transactions with shares in our subsidsafiehere such shares were acquired from third ggrti
may raise questions as to the validity of our tilesuch shares.

Russia’s lack of developed corporate and securitess and regulations may limit our ability to atict
future investment.

The regulation and supervision of the securitiesrketa financial intermediaries and issuers are
considerably less developed in Russia than in th#éed States and Western Europe. Corporate and
securities laws, including those relating to cogbergovernance, disclosure and reporting requir&nen
anti-fraud safeguards, insider trading restrictiand fiduciary duties are relatively new to Russid are
unfamiliar to most Russian companies and managdaraddition, the Russian securities market is
regulated by several different authorities, which aften in competition with each other, includiting
Federal Service for the Financial Markets, the Btiyi of Finance, the FAS, the CBR and various
professional self-regulatory organisations. Theulaipns of these various authorities are not abvey
ordinated and may be contradictory. In additions$an corporate and securities rules and regukation
can change rapidly, which may adversely affect thguer's ability to conduct securities-related
transactions. While some important areas are sutgjedrtually no oversight, the regulatory requirents
imposed on Russian issuers in other areas resutelays in conducting securities offerings and in
accessing the capital markets. It is often unoldzather, or how, regulations, decisions and leisssed

by various regulatory authorities apply to us. Agsult, we may be subject to fines or other ermforent
measures, including delisting of our shares in Rysespite our best efforts at compliance, whicthld
cause our financial results to suffer and whichldovaterially adversely affect our business, finahc
condition and results of operations.

The Russian government can mandate deliveries afde oil and refined products, including at less
than market prices, which could materially advergedffect our relationships with other customers and
more generally, our business, financial conditiomd results of operations.

The Russian government has the authority to dinedb deliver crude oil or refined products to airt
government-designated customers, which may takeegesce over market sales. In addition, the Russian
government has used, and may continue to use,ugaadministrative and fiscal measures to ensure
sufficient supplies of crude oil and refined produare made available to domestic customers.
Government-directed deliveries may take severain$orWe may be directed to make deliveries to
government agencies, the military, railways, adtical producers, remote regions, specific conssnoer
refineries or to domestic refineries in generalqieements for the delivery of domestic crude oitia
refined products, with or without a correspondimgitation or ban of export sales, could be used or
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extended if the domestic market starts experienenghortage of crude oil or refined products. In
addition, some of our oil production licences requus to sell crude oil that we produce to local
government agencies. We have in the past and méeifuture be directed to make such deliveries. Ou
deliveries of refined products under governmengated programmes in 2007, 2008, 2009 and the first
six months of 2010 were made at domestic markeepriHowever, no assurance can be given that the
government will not require that we deliver our g¢iwots to government-designated customers at below
market prices.

Depending on the level of such required suppliey, government-directed deliveries may force us to
curtail our export of crude oil or refined prodyotghich have been generally made at higher pricas t
domestic sales. In addition, any government-dicealeliveries may disrupt our relations with our
customers and lead to delays in payments for coildend refined products. In addition, any failuce
make government-directed deliveries may affect ahifity to export our crude oil. For example, the
Russian government has previously threatened tih thne access of Russian oil companies to export
pipelines for failing to provide domestic refinerigith steady supplies of oil. An increase in tineels of
government-directed deliveries, or a revocatiorexport rights, could materially adversely affect ou
business, financial condition and results of openst

Any reintroduction of export quotas or an exporténsing regime could materially adversely affectrou
business, financial condition and results of opei@ts.

The general system of export quotas and licensingxports was abolished in 1995. At present,
guantitative restrictions on exports may be imposely if required to comply with Russia’s obligai®
under international treaties or for national segupurposes. No such restrictions currently applyhe
export of crude oil, natural gas or refined produetthough for the first six months of 2002, thesBlan
government implemented limits on allowable expatumes in response to increasing pressure from
OPEC to reduce the world's crude oil supply andntah high commodity prices. However, the
legislation may change, and quantitative restnition the existing or extended legal grounds may be
reintroduced, if the current liberalisation poliof the Russian Government is reversed. Any such
reintroduction of export quotas or an export ligegsregime could materially adversely affect our
business, financial condition and results of openst

Shareholder liability under Russian legislation ctdicause us to become liable for the obligations of
our subsidiaries.

The Civil Code of the Russian Federation and treeFa Law No. 208-FZ “On Joint Stock Companies”,
dated 26 December 1995, as amended (the JSC Lawyally provide that shareholders in a Russian
joint stock company are not liable for the obligas of the joint stock company and bear only thk of
operating loss to the extent of the value of tsbareholding. This may not be the case, howeveenwh
one legal entity is capable of determining decisiamade by another legal entity. The entity capable
determining such decisions is deemed a “parenté pérson whose decisions are capable of being so
determined is deemed a “subsidiary”. Under the U8&, the parent bears joint and several respoitgibil
for transactions concluded by the subsidiary imyéag out the parent’s instructions if the rightissue
binding instructions to the subsidiary is providedin the charter of the subsidiary or in a coatnaith

the subsidiary. In addition, a parent is secongdigble for a subsidiary’s debts if a subsidiagcbmes
insolvent or bankrupt due to the fault of a pardiftis is the case no matter how the parent’s ghidit
determine decisions of the subsidiary arises. kample, this liability could arise through ownersiof
voting securities or by contract. In these instanagther shareholders of the subsidiary may claim
compensation by the parent of the loss causedetsubsidiary due to the fault of the parent, predid
that the parent exercised its right and/or capshib cause the subsidiary to take action knowimeg t
such action would result in losses to the subsydiaccordingly, we could be liable in some casestifie
debts of our consolidated subsidiaries. This ligbdould have a material adverse effect on ouinass,
financial condition and results of operations.

Shareholder rights provisions under Russian law miaypose significant additional obligations on us.

Russian law provides that shareholders that vo#énagor abstain from voting on certain mattersehav
the right to require us to repurchase their shat@sprice not less than the market value, asméted in
accordance with Russian law. Decisions that trigigierput right include:

° a reorganisation;
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° the approval by shareholders of a “major transattiwhich involves property worth more than
50% of the book value of a company's assets detemniaccording to Russian accounting
standards; and

° the amendment or restatement of our charter ia@ner that limits shareholder rights.

Our obligation to purchase shares in these circamests, which is limited to 10% of our net assets
calculated in accordance with Russian accountiagdstrds at the time the matter at issue is voted,up
could have a material adverse effect on our busjrggncial condition and results of operations.

Some transactions between us and interested pandesffiliated companies require the approval of
disinterested directors or shareholders, and ouildiege to obtain approvals would prevent us from
entering into such transactions.

We are required by Russian law and our charterbtaio the approval of disinterested directors or
shareholders for certain transactions with “interdsparties”. Under Russian law, the definitionaof
“interested party” includes members of the boardicg#ctors and members of any management body of a
company, the chief executive officer of the compahg managing company of the company (if any) and
any shareholder that owns, together with that pessclose relatives and affiliates, at least 20%hef
company’s voting shares or a person who has tim tiggive binding instructions to the companyrifya

of the above listed persons, or a close relativaffdrate of such person, is:

° a party to a transaction with the company, whetlirerctly or as a representative or intermediary, o
a beneficiary to the transaction;

° the owner (individually or collectively) of at Is820% of the shares in the company that is a party
to or beneficiary, intermediary or representativa itransaction; or

) a member of the board of directors or any manageredy of the company or the managing
company of such company that is a party to or beiagy, intermediary or representative in a
transaction.

Due to the technical requirements of Russian lamtities within our Group may be deemed to be
“interested parties” with respect to certain traieems between them. The failure to obtain necgssar
approvals for transactions within our Group woutdygnt us from entering into such transactionsctvhi
could materially adversely affect our businessaffitial condition and results of operations.

In addition, the concept of “interested parties"disfined with reference to the concepts of “afféih
persons” and “group of persons” under Russian lalich are subject to many different interpretations
Moreover, the provisions of Russian law defining thansactions which must be approved as “intedeste
party” transactions are subject to different intetations. Although we have generally taken a nealsty
conservative approach in applying these conceptsapplication of these concepts may be subject to
challenge. Any such challenge could result in thealidation of transactions that are important tw o
business, which could materially adversely affeat dusiness, financial condition and results of
operations.

The legislative framework governing bankruptcy iheg Russian Federation differs substantially from
that of the United States and the United Kingdomhiah could have a material adverse effect on the
value of the Bonds in the event of our insolvency.

Russian bankruptcy law differs considerably fronrmparable law in the United States and the United
Kingdom and is subject to varying interpretatioihe Federal Law No. 127-FZ “On Bankruptcy
(insolvency)” came into effect in late 2002. Thésdittle precedent to predict how claims of Holsler
against a Russian guarantor would be resolvedbarkruptcy of the guarantor. Weaknesses relating to
the Russian legal system and Russian legislatieateran uncertain environment for investment and
business activity and thus could have a materiatse effect on an investment in the Bonds.

In addition, under Russian bankruptcy law, in calsEUKOIL’'s bankruptcy, its obligations as guaranto
of the Bonds could be subordinated to the followaigjgations:

° certain payment obligations that arise after gpliegtion for bankruptcy has been duly accepted by
a Russian court;

° personal injury and “moral harm” obligations;
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° severance pay and employment-related and copymghtty obligations; and
° secured obligations.

In the event of LUKOIL’s bankruptcy, this legislati may materially adversely affect the Issuer’ditgbi
to meet its obligations under the Bonds and LUK®I&bility to meet its obligations under the guagant

One or more of our subsidiaries may be forced idiguidation due to formal non- compliance with
certain requirements of Russian law, which could V& a material adverse effect on our business,
financial condition and results of operations.

Certain provisions of Russian law may allow a caarbrder liquidation of a Russian legal entitytbe
basis of its formal non-compliance with certainuiegments during formation, reorganisation or dgrin
its operation. There have been cases in the pashich formal deficiencies in the establishmentgass

of a Russian legal entity or non-compliance witbyvsions of Russian law have been used by Russian
courts as a basis for liquidation of a legal entfgr example, in Russian corporate law, negatiee n
assets calculated on the basis of Russian accgustandards as at the end of the second or any
subsequent financial year of a company’s operataam serve as a basis for a court to order the
liquidation of the company, upon a claim by goveemtal authorities (if no decision is taken to dasee

the charter capital or liquidate the company). M&ussian companies have negative net assets due to
very low historical asset values reflected on tfRissian accounting standards balance sheets. l¢owev
their solvency (i.e., their ability to pay debtsthey come due) is not otherwise adversely affebied
such negative net assets.

Some of the companies in our Group currently haagative net assets. We are taking action to rectify
this situation. In addition, although some of oubsidiaries may have failed from time to time tdyfu
comply with all the applicable legal requirements, believe that neither we, nor any of our subsiel
should be subject to liquidation on such grouncdsl aone of the possible violations has caused any
damage to anyone or has had any other negativegoesces. However, weaknesses in the Russian legal
system create an uncertain legal environment, winigkes the decisions of a Russian court or a
governmental authority difficult, if not impossibleo predict. If involuntary liquidation were to @ur,

then we may be forced to reorganise the operatwescurrently conduct through the affected
subsidiaries. Any such liquidation could lead taliidnal costs, which could materially adverseljeat

our business, financial condition and results afrafions.

Risks Relating to the Offering, the Bonds and the BRs

The Bonds may not have an active trading market,igthmay have an impact on the value of the
Bonds.

The Bonds have not been registered under the Siesufict or any U.S. state securities laws andessl
so registered, may not be offered or sold excepd tnansaction exempt from, or not subject to, the
registration requirements of the Securities Act apglicable state securities laws. Although ibipexted
that the Bonds will be admitted to trading on thentlon Stock Exchange on or after the Closing Date,
there may be little or no secondary market for Bomds. Even if a secondary market for the Bonds
develops, it may not provide significant liquidand it is expected that transaction costs in angrsgary
market would be high. As a result, the differeneween bid and ask prices for the Bonds in any
secondary market could be substantial and the \ailttee Bonds could be affected.

The price of emerging market debt is subject to stamtial volatility.

The markets for emerging market debt have beeresuty disruptions on account of the global finahci
crisis that have caused substantial volatilityhia prices of securities similar to the Bonds. Tteae be
no assurance that the market for the Bonds willbeosubject to similar disruptions. Any such disias
may have an adverse effect on holders of the Bonds.

Bondholders will bear the risk of fluctuation in th price of the ADRs

The market price of the Bonds is expected to bec&dfl by fluctuations in the market price of theRe)
and it is impossible to predict whether the pri€¢he ADRs will rise or fall. Trading prices of tDRs
will be influenced by, among other things, the fio&l position of LUKOIL, the results of operatioasd
political, economic, financial and other factorsnyAdecline in the price of the ADRs may have an
adverse effect on the market price of the Bonds.
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Future issues or sales of the ADRs may signifigaatfect the trading price of the Bonds or the ADRs
The future issue of ADRs or ordinary shares by LUKOr the disposal of ADRs or ordinary shares by
any of the major shareholders of LUKOIL, or the gegtion that such issues or sales may occur, may
significantly affect the trading price of the Boraisd the ADRs. There can be no assurance that LUKOI
will not issue ADRs or ordinary shares or that afyits major shareholders will not dispose of,
encumber, or pledge their ADRs, ordinary shareglated securities.

The Bonds may only be transferred in accordancehatihe procedures of the depositaries in which the
Bonds are deposited.

Except in limited circumstances, the Bonds willifgued only in global form with interests thereglch
through the facilities of Euroclear and Clearstreaoxembourg. Ownership of beneficial interestshia
Bonds will be shown on, and the transfer of thamemship will be effected only through, records
maintained by Euroclear and Clearstream, Luxembaurgheir nominees and the records of their
participants. The laws of some jurisdictions mayuiee that certain purchasers of securities takesiphl
delivery of such securities in definitive form. Heelaws may impair the ability to transfer benefici
interests in the Bonds. Because Euroclear and €lfeam, Luxembourg can only act on behalf of their
participants, which in turn act on behalf of ownefdeneficial interests held through such partiois
and certain banks, the ability of a person havirgaeficial interest in a note to pledge or transfech
interest to persons or entities that do not padia in the Euroclear and/or Clearstream, Luxentpour
systems may be impaired.

The Bonds are subject to restrictions on transfer.

The Bonds are being offered and sold in relianc&kegulation S. Each purchaser of the Bonds will be
deemed to have re presented to the Issuer thanhidtia U.S. person within the meaning of Reguta8o
and is not acquiring Bonds for the account or hieoéfany U.S. person.

The Issuer can redeem the Bonds at its option, Wwhinay affect the value of the Bonds.

The Issuer has the option to redeem the Bonds pdotheir scheduled maturity dates in certain
circumstances as described in Condition 9 of thenSeand Conditions of the Bonds. Even if the Issuer
does not exercise its option to redeem the Bomslghility to do so may adversely affect the vadfiche
Bonds.

There are restrictions on conversion rights

The Terms and Conditions of the Bonds provide imdtion 7(B)(i) that converting Holders must
give certain certifications as to Regulation S untltee Securities Act in order to receive ADRs.
Bondholders who are in the United States or whdla& persons (within the meaning of Regulation
S) may not be able to give such confirmations aag not be eligible to receive ADRs on the exercise
of their conversion rights.

The protection afforded by the negative pledge @néd in the Terms and Conditions of the Bonds is
limited, which may adversely affect the value of/@stments in the Bonds.

We have agreed in Condition 3 of the Terms and @iond of the Bonds not to, and to procure that no
Subsidiary (as defined in the Terms and Conditioihthe Bonds) will, create or permit to subsist any
Security Interest (as defined in the Terms and @mmg of the Bonds) other than a Permitted Segurit
Interest (as defined in the Terms and Conditionghef Bonds) upon the whole or any part of its
undertaking, property, assets or revenues, presdoture, to secure for the benefit of the holdefrany
Relevant Indebtedness (as defined in the Term<Camdlitions of the Bonds) any payment in respect of
or relating to any Relevant Indebtedness withowcpring that the Bonds are secured equally and
rateably with such Relevant Indebtedness to thisfaation of the Trustee. The application of this
negative pledge and the protection that it affor@sholders of the Bonds, however, is limited. For
example, the definition of Relevant Indebtednesimgted to our present or future Indebtednesshia t
form of, or represented by, notes, debentures, $ondther securities (but, for the avoidance aftdp
excluding term loans, credit facilities, credit egments and other similar facilities and evidente o
indebtedness under such loans, facilities or agea¢shwhich either are by their terms payable omfer

a right to payment, in any currency, and are far time being, or ordinarily are, quoted, listed or
ordinarily dealt in or traded on any stock exchangeer-the-counter or other securities market. In
addition, pursuant to an exemption from the negapiledge, we will be permitted to secure an agdeega
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amount of Relevant Indebtedness not exceeding Z0fteovalue of Consolidated Assets (as defined in
the Terms and Conditions of the Bonds), without abljgation to afford any equal and ratable segurit
to holders of the Bonds. As a result, we will benpieted to secure a range of other forms of Indefss

(as defined in the Terms and Conditions of the Bprahd may also create security in respect of a
significant amount of Relevant Indebtedness withatithe same time, being obliged to grant equdl an
ratable security in respect of the Bonds or theauae, as the case may be, which may adverselgtaff
the value of your investment in the Bonds and/arseayou to rank in terms of priority behind such
secured creditors.

The Issuer has limited net assets with which to miée obligations under the Bonds.

The Issuer is an indirect wholly owned subsidiafyt OKOIL and will use the net proceeds from the
issue of the Bonds for general corporate purposedyding the repayment of our indebtedness. For
example, the Issuer has obligations under the $B800000 6.356% notes due in 2017 and the
$500,000,000 6.656% notes due in 2022, which wetie issued in June 2007, the $900,000,000 6.375%
notes due in 2014 and the $600,000,000 7.250% note$n 2019, which were both issued in November
2009, and the $1,000,000,000 6.125% notes due 20,20hich were issued in November 2010. The
Issuer has insufficient net assets, other than atsodue to it from LUKOIL in respect of any inter-
company loans, to meet its obligations to pay @geand other amounts payable in respect of thel8on
The Issuer would, therefore, in the absence ofrdthding sources, have to rely on LUKOIL or anathe
Group company putting it in funds to meet suchgsdions.

Russian law does not have a concept of beneficiahership and may consider the Depositary the
ultimate owner of the ordinary shares underlyingehADRSs, and a Russian court could order the
seizure of such ordinary shares in legal proceediregainst the Depositary

Most jurisdictions would recognise ADR holders &g teneficial owners of the ordinary shares
underlying their ADRs. For example, in the Unitetht8s, although shares may be held in a
depositary’s name, making the depositary the lemaher of the shares, ADR holders are the
beneficial, or real, owners. Therefore, in U.SUOK. courts, any action against the Depositarythas
legal owner of the underlying ordinary shares, waubt result in the ADR holders, as the beneficial
owners of the underlying ordinary shares, losir@rthights in such underlying ordinary shares.

Russian law, however, does not have a concept ragfloéal ownership and may not recognise ADR
holders as beneficial owners of the ordinary shareterlying the ADRs and may instead consider the
Depositary the only and ultimate owner of such meidy shares. Thus, in proceedings against the
Depositary, Russian courts might treat the undeglyrdinary shares as assets of the Depositary open
to seizure or attachment.

In one past lawsuit against a depositary bankaanelint sought the attachment of various Russian
companies’ shares evidenced by depositary recisguied by that depositary. If, in a similar lawsait
Russian court ordered the seizure or attachmettheofDepositary’s assets in Russia, ADR holders
could lose all of their rights to the ordinary stgunderlying their ADRs.

Because the rights of depositaries are not well @leped in Russia, ADR holders may be unable to
exercise their voting rights and may not be ablediotain some of the benefits due to them as holders
of ADRs.

The Russian Federal Law on the Securities Markatiges that shares may be held only by owners,
nominees or trust managers. Under Russian lawjgfordepositary banks that provide nominee
services in Russia without the appropriate depgsiteences are deemed to be owners of the shares
that they hold that underlie the ADRs. Russian tives not provide for the ability of an owner of
shares to split its vote on matters subject tota @b the shareholders. Therefore, a foreign deguysi
bank may be unable to vote the shares it holdsetvalb of ADR holders other than as a block. This
could result in a holder of our ADRs effectivelyitg unable to exercise voting rights if their vote
does not correspond to the block vote submittethbyoreign depositary bank.

Voting rights with respect to ADRs are further lineid by the terms of the relevant depositary
agreement, which may prevent or delay the abilifyA®R holders to exercise their rights.

ADR holders may exercise such voting rights as tinay have with respect to the Shares represented
by ADRs only in accordance with the provisionslof televant depositary agreement. However, there
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are practical limitations with respect to theirlapito exercise their voting rights due to the aiddal
procedural steps involved in communicating withnthé-or example, our charter requires us to notify
shareholders at least 30 days in advance of angrgkemeeting. Holders of our Shares receive notice
directly from us and are able to exercise theiingptights either by attending the meeting in parso
voting by proxy.

ADR holders by comparison do not receive noticealy from us. Rather, in accordance with the
Depositary Agreement, we provide the notice todbpositary. In turn, the depositary mails to ADR
holders the notice of such meeting, voting instarcforms and a statement as to the manner in which
instructions may be given by ADR holders. To exadheir voting rights, ADR holders must then
instruct the Depositary how to vote the shares tyidg the ADRs. Because of this extra procedural
step involving the depositary, the process for &s@érg voting rights may take longer for ADR holsler
than for holders of ordinary shares. If this occ#BR holders generally will not be able to exegcis
any voting rights attaching to the ADRs with redpgedhe Shares that underlie them.

ADR holders may be unable to obtain benefits to eththey are entitled under the relevant income
tax treaties in respect of Russian withholding taxen dividends paid to the Depositary

Under Russian tax law, dividends paid to a nondesdi holder of the ordinary shares generally wall b
subject to Russian withholding tax at a rate of ¥6%degal entities and organisations and individua
Russian tax rules applicable to the holders ofABRs are characterised by significant uncertainties
and, until recently, by an absence of interpretjuédance. In 2005-2007, the Russian Ministry of
Finance expressed an opinion that holders of depgsieceipts should be treated as the beneficial
owners of the underlying shares for the purposedoable tax treaty provisions applicable to taxatio
of dividend income from the underlying shares scbj® compliance with the treaty clearance
procedures. However, in the absence of any spegifiwisions in the Russian tax legislation with
respect to the concept of beneficial ownership tamxdtion of income of beneficial owners, there can
be no assurance how the Russian tax authoriti¢siwhately treat the ADR holders in this regard i
practice.

Payments under the guarantee may be subject to Ruswithholding tax.

In general, payments under a guarantee made bgsidRuentity to a Non-resident Holder-legal enity
organisation should not be subject to Russian witlihg tax to the extent such payments do not
represent Russian source income. Payments undgu#irantee related to interest or any premium en th
Bonds are likely to be characterised as Russiamcsomcome. Such payments should be subject to
withholding tax in Russia at a rate of 20%, or satifer rate as may be in force at the time of paypnie

the event that a payment under the guarantee oBdhds is made to a Non-resident Holder (as defined
in “Taxation — The Russian Federatipthat is a legal entity or organisation, in eaese not organised
under Russian laws and which holds the Bonds atelves payments under the guarantee otherwise than
through a permanent establishment in Russia. Tdgréde no assurance that such withholding tax would
not be imposed on the full payment under the guaearincluding with respect to the principal amooit
the Bonds. This tax may be reduced or eliminatadyant to the terms of an applicable double taatyre
subject to compliance with the treaty clearancenfdities. However, since the Holders are not the
immediate recipients of payments under the guagaitteould be difficult to apply tax treaty berefin
practice.

Payments under the guarantee to a Non-residenteHtidt is an individual made by the guarantor may
be subject to Russian tax as Russian-source incbmihis case, depending on how these payments
would be effected, either the full amount of paymen a part of such payments covering the intevast
the Bonds, would be subject to tax at a rate of 308such other rate as may be in force at the tifne
payment, which may be withheld at the source orapkyon a self-assessed basis. This tax may be
subject to relief or reduced tax rate under them¢eof an applicable double tax treaty. S&axation —
The Russian FederatibnHowever, given the uncertainties regarding tloemf and procedures for
providing the documentary support, it is unlikelyat Non-resident Holders that are individuals in
practice would be able to obtain advance treafgfrelhile obtaining a refund of the taxes withhekh

be extremely difficult, if not impossible.

If any payment required under the guarantee isestidp withholding tax, we will be obliged to inase
the amount payable under the guarantee by the anmfuwithholding tax (except in circumstances
specified in Condition 9(C) of the Terms and Coiodi$ of the BondsRedemption for tax reason#\s a
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result, we could incur expenses well in exces$i@famount due to the Holders. We cannot be ceatain
we would have sufficient funds to pay the additic@ounts associated with withholding tax. Further,
we can give no assurance that our obligation totpayadditional amounts associated with withholding
tax is enforceable under Russian law.

Withholding of tax on disposals of the Bonds in Rasia may reduce their value.

If a Non-resident Holder that is a legal entityapganisation, in each case not organised underid&uss
laws which holds and disposes the Bonds othenhiaa through a permanent establishment in Russia,
sells Bonds and receives proceeds from a sourtémRtussia, there is a risk that the part of thyngent,

if any, representing accrued interest may be stibje20%, or such other rate as may be in forctet
time of payment, Russian withholding tax (even digposal is made at a loss) unless relief is alubsl
under an applicable double tax treaty subject toptmnce with the treaty clearance formalities.

Where income resulting from sale, redemption opaksl of the Bonds is received from a source within
Russia by an individual who is a Non-resident Holgeersonal income tax maybe charged at a rate of
30%, or such other rate as may be in force atithe bf payment, on the gross proceeds from such
disposal of the Bonds less any available cost demu¢including the original purchase price). Altlgh

this tax rate may be reduced or eliminated undeagpiicable double tax treaty subject to compliance
with the treaty clearance formalities, in practizeividuals would not be able to obtain advaneaty
relief in relation to proceeds received from a seuwithin Russia, whilst obtaining a refund of taxe
withheld can be extremely difficult, if not impobkk.

Furthermore, even though the Tax Code is typidaligrpreted such as only a Russian professionat ass
manager or broker, or another person (includingraifn company with a permanent establishment or
any registered presence in Russia or an indiviena&depreneur located in Russia) acting in a similar
capacity is required to withhold the tax from paytseassociated with disposition of securities made
non-Russian individual, there is no guarantee difa¢r Russian companies or foreign companies with a
registered presence in Russia or an individuakpnéneur located in Russia would not seek to withho
the tax under these circumstances. The impositignossibility of imposition of withholding tax caul
adversely affect the value of the Bonds. SE&xation — The Russian Federation

In addition, while some Holders might be eligibler fan exemption from or a reduction in Russian
withholding tax rate under applicable double teeaties, there is no assurance that such exemption o
reduction will be available in practice under theseumstances.

The imposition or possibility of imposition of thigithholding tax could adversely affect the valdete
Bonds. SeeTaxation — The Russian Federation

You may not be adequately protected against corporastructurings or highly leveraged transactions.

The terms of the Bonds do not contain provisioret thiould afford you protection in the event of a
decline in our credit quality resulting from higHgveraged or other similar transactions in whighmay
engage. We are also not limited in the amount leéioindebtedness or other liabilities that we mreyr

or securities that we may issue. You do not hageitht to require us to repurchase or redeem threl8

in the event of many types of highly leverageddeations.

We operate through our subsidiaries, which effeeliy subordinates your claims under our guarantee
of the Bonds to the claims of creditors of our sudigries.

LUKOIL will guarantee the Bonds, but the Bonds witit be guaranteed by LUKOIL’s subsidiaries. Our
operations are, to a significant extent, conduttedugh our subsidiaries. Accordingly, LUKOIL isdan
will be dependent on its subsidiaries’ operatiansdrvice its indebtedness, including its guaraofebe
Bonds. The guarantee is effectively subordinateth&claims of all of the creditors, including tead
creditors, of LUKOIL's subsidiaries. In the evenff @n insolvency, bankruptcy, liquidation,
reorganisation, dissolution or winding up of thesiness of any subsidiary of LUKOIL, creditors otbku
subsidiary generally will have the right to be paidull before any distribution will be made to KOIL

or the holders of the Bonds.
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You may face difficulties in enforcing your rightsnder LUKOIL'’s guarantee or the Bonds.

LUKOIL and most of its subsidiaries are incorpodateutside of the United States and the United
Kingdom, primarily in Russia. Further, the enforoidity of the guarantee issued in connection whib t
Bonds may be subject to numerous legal defencese s which could be based upon the structure
utilised in this offering.

Other Risks
We have not independently verified information wawve sourced from third parties.

We have sourced certain information contained és¢hListing Particulars from third parties, inchugli
private companies and Russian government agenares,we have relied on the accuracy of this
information without independent verification. Thifi@al data published by Russian federal, regicaead
local governments may be substantially less coraptetresearched than those of Western countries.
Official statistics may also be produced on difféarbases than those used in Western countries. Any
discussion of matters relating to Russia in thegsting Particulars must, therefore, be subject to
uncertainty due to concerns about the completeesseliability of available official and public
information.
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TERMS AND CONDITIONS OF THE BONDS

The following, other than words in italics, is ttext of the Terms and Conditions (subject to amemd)n
of the Bonds which will appear on the reverse efdéfinitive certificates evidencing the Bonds.

The issue of the U.S.$1,500,000,000 2.625 per bemids due June 2015 (tHBdhds', which expression
shall, except where otherwise indicated, includg famther bonds issued in accordance with Condition
20 (Further Issuepand consolidated and forming a single seriesethigh) was authorised by a resolution
of the board of directors of LUKOIL InternationainBnce B.V. (the Issuer’) dated 9 December 2010.
The Bonds are convertible into ADRs (as definedCiondition 7(A)(vi) Conversion — Definition of
"Shares" and "ADR9" below) representing ordinary Shares (as defined Condition 7(A)(vi)
(Conversion — Definition of "Shares" and "ADRbelow) of the Guarantor. The payment obligatiohs
the Issuer under the Bonds and the Trust Deedwsmmgteed by the Guarantor pursuant to the terms of
the Trust Deed (theGuarante€'). The Bonds are constituted and secured by atTeed (the Trust
Deed') dated 16 December 2010 made between the Istgetuarantor and Citicorp Trustee Company
Limited (the Trustee", which expression shall include all persons floe time being the trustee or
trustees under the Trust Deed) as trustee for dhdets of the Bonds (theBbndholders'). The Issuer
and the Guarantor have entered into an Agency Ageee (the Agency Agreement) dated 16
December 2010 with the Trustee, Citigroup Globatiéts Deutschland AG as registrar (tfegistrar”,
which expression shall include any successors @s gader the Agency Agreement), Citibank, N.A. as
principal paying, conversion and transfer agere (Brincipal Agent"), the other paying, conversion and
transfer agents and the other agents appointedutheer (together with the Principal Agent, tiigénts’)

in relation to the Bonds. The statements in thiesens and conditions (theConditions") include
summaries of, and are subject to, the detailedigians of the Trust Deed and the Agency Agreement.
The ADRs have been or will be issued pursuantéobposit Agreement amended and restated as of 11
March 1998 (the Deposit Agreement) among the Guarantor, The Bank of New York asodépry (the
"Depositary’) and owners and beneficial owners of ADRs. Cepi¢ the Trust Deed, the Agency
Agreement and the Deposit Agreement are availatleinspection by Bondholders at the registered
office of the Trustee being at the date hereofg@itip Centre, Canada Square, Canary Wharf, London
E14 5LB and at the specified office(s) of eachhef Agents. The Bondholders are entitled to thesfien

of, are bound by, and are deemed to have noticalldhe provisions of the Trust Deed and the Agenc
Agreement and are deemed to have notice of alptheisions of the Deposit Agreement applicable to
them.

In these Conditions, unless the context requiréeratise, words and expressions have the meanings
given to them in Condition 2Dgfinitiong.

1. Status and Guarantee
(A) Status

The Bonds constitute direct, unconditional, unsdb@ted and (subject to the provisions of
Condition 3 Negative Pledgebelow) unsecured obligations of the Issuer arall €t all times
rankpari passuand without any preference among themselves. eSuty) Condition 3Negative
Pledgg below, each of the Issuer and the Guarantor siallire that at all times the claims of the
Bondholders against them under the Bonds and thera@tee, respectively, rank in right of
payment at leaspari passuwith the claims of all their other unsecured andubordinated
creditors save those whose claims are preferrexhipynandatory operation of law.

(B) Guarantee

(i) The Guarantor has in the Trust Deed unconuditily (subject as described in paragraph (ii)
below) and irrevocably guaranteed the payment veluenof all sums payable by the Issuer under
the Trust Deed and the Bonds (th@uarantee'). The Guarantor's obligations in respect of the
Guarantee are contained in the Trust Deed.

(i) The total amount of the Guarantor's liabilfiyr any and all obligations assumed by it in
respect of or in connection with the Guarantee moliin any case exceed U.S.$ 3,100,000,000 in
aggregate.
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2.

(i) The Guarantor has undertaken in the Trusedéhat so long as any of the Bonds remain
outstanding (as defined in the Trust Deed) it widit take any action for the liquidation or
winding-up of the Issuer.

Form, Denomination and Title

Subject as provided below, the Bonds will be regméed initially by a global certificate in registst
form (the 'Global Certificaté). The Global Certificate will be registered ihe name of a common
nominee for Euroclear Bank S.A./N.VE(toclear') and Clearstream Banking, société anonyme
("Clearstream, Luxembourt. The Global Certificate will be held by CitiblafEurope plc as depositary
for Euroclear and Clearstream Luxembourg. Intesest participants in Euroclear and Clearstream
Luxembourg in the Bonds will be represented by beolies in the records of Euroclear and
Clearstream Luxembourg.

(A)

(B)

3.

Form and denomination

The Bonds are issued in registered form, serialymipered, in principal amounts of
U.S.$100,000 or integral multiples thereof. A baedtificate (a Certificate™) will be issued to
each Bondholder in respect of its registered hgldihBonds. Each Bond and each Certificate
will have an identifying number which will be reded on the relevant Certificate and in the
register of Bondholders which the Issuer will pnecto be kept by the Registrar.

Individual Certificates in respect of book-entryteirests in any Bonds will not be issued in
exchange for an interest in the Global Certificagxcept in the very limited circumstances
described in the Trust Deed.

The Bonds will not be issued in bearer form.
Title

Title to the Bonds passes by registration in thgister (the Register') which the Issuer will
cause to be kept at the specified office of theifesg and upon which will be entered the names
and addresses of the holders of the Bonds ancktttieydars of the Bonds held by them and of all
transfers, redemptions and conversions of the Boridse holder of any Bond will (except as
otherwise required by law or as ordered by a cofitompetent jurisdiction) be treated as its
absolute owner for all purposes (whether or nas ibverdue and regardless of any notice of
ownership, trust or any interest in it or its theft loss (or that of the related Certificates as
appropriate) or anything written on it or on thert@eate issued in respect of it) and no person
will be liable for so treating the holder. In tkeSonditions, Bondholder" and (in relation to a
Bond) 'holder" mean the person in whose name a Bond is registereny resale or other
transfer, or attempted resale or other transfedenaher than in compliance with the above-
stated restrictions shall not be recognised bydbeer or its Agents.

Title to book-entry interests in the Bonds passebdok-entry registration of the transfer in the
records of Euroclear or Clearstream, Luxembourgtlas case may be, in accordance with their
respective procedures. Book-entry interests inBbads may be transferred within Euroclear
and within Clearstream Luxembourg and between Haescand Clearstream, Luxembourg in
accordance with procedures established for thesegqmes by Euroclear and Clearstream,
Luxembourg..

Negative Pledge

So long as any of the Bonds remain outstandingééieed in the Trust Deed):

(")

neither the Issuer nor the Guarantor will, @ath of the Issuer and the Guarantor will procure
that no Subsidiary will, create or permit to subsisy mortgage, charge, pledge, lien or other
form of encumbrance or security interest (eactBecurity Interest’) other than a Permitted
Security Interest upon the whole or any part ofutglertaking, property, assets or revenues,
present or future, to secure for the benefit ofttbiglers of any Relevant Indebtedness (as defined
below):

0] payment of any sum due in respect of any sueleVant Indebtedness;
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(B)

(ii) any payment under any guarantee of any sudbvaat Indebtedness; or

(i) payment under any indemnity or other like igaltion relating to any such Relevant
Indebtedness;

each of the Issuer and the Guarantor will predhat no Person (other than the Guarantor) gives
any guarantee of, or indemnity in respect of, ahyhe Issuer's or the Guarantor's Relevant
Indebtedness to the holders thereof,

without in any such case at the same time or phiereto procuring that the Bonds or, as the caselbma
the Guarantor’s obligations under the Guaranteesaceired equally and rateably with such Relevant
Indebtedness for so long as such Relevant Indebssda so secured or procuring that the Bonds theve
benefit of such other guarantee, indemnity or olilkerobligations or such other security as thestea in

its discretion shall deem to be not materially lesseficial to the Bondholders or as shall be apguidy

an Extraordinary Resolution (as defined in the TReed) of the Bondholders.

4.

(A)

(B)

©

)

Transfers of Bonds; Issue of Certificates
Transfers

Subject to the terms of the Agency Agreement anddnditions 4(C) and 4(D), a Bond may be
transferred by depositing the Certificate issuedespect of that Bond (with the form of transfer
in respect thereof duly completed, executed ang stiaimped where applicable) at the specified
office of the Registrar or any transfer agent. tNmsfer of a Bond will be valid unless and until
registered on the Register. A Bond may only bestered in the name of, and transferred only
to, one named person.

Delivery of new Certificates

Each new Certificate to be issued upon a trandf@onds will, within three business days of
receipt by the Registrar or the relevant Agenthascase may be, of the original Certificate and a
duly completed form of transfer, be mailed by uniesl mail at the risk of the holder entitled to
the Bonds to the address outside the Russian Rextespecified in the form of transfer. For the
purposes of this Condition 4plsiness day shall mean a day on which banks are open for
general business in the city in which the specifiéfice of the Registrar (if a Certificate is
deposited with it in connection with a transfer)ttoe Agent with whom a Certificate is deposited
in connection with a transfer is located.

Where only some of the Bonds in respect of whidDestificate is issued are to be transferred,
converted or redeemed, a new Certificate in respieitte Bonds not so transferred, converted or
redeemed will, within three business days of depmssurrender of the original Certificate with
or to the Registrar or the relevant Agent, be ndalg uninsured mail at the risk of the holder of
the Bonds not so transferred, converted or redeetnethe address outside the Russian
Federation of such holder appearing on the regi$tBondholders.

Formalities free of charge

Registration of a transfer of Bonds will be effettgithout charge by or on behalf of the Issuer,
any of the Agents or the Registrar subject to &yment (or the giving of such indemnity as the
Issuer or any of the Agents or the Registrar magwoaably require) in respect of any tax or other
governmental charges which may be imposed in o#lad such transfer and (ii) the Registrar
being satisfied with the documents of title anddantity of the person making the application.

Closed periods

No Bondholder may require the transfer of a Bondbéoregistered (i) during the period of 15
days ending on (and including) the due date forayment of principal on the Bonds; (ii) after
the Certificate in respect of such Bond has beg@uoslited for conversion pursuant to Condition 7
(Conversiom; or (iii) during the period of seven days endorg(and including) any Record Date
(as defined in Condition 8(A)Payments — Principal
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(E) Regulations

All transfers of Bonds and entries on the registeBondholders will be made subject to the
detailed regulations concerning transfer of Bones ferth in the Agency Agreement. The
regulations may be changed by the Issuer with tier written approval of the Trustee and the
Registrar. A copy of the current regulations Wil mailed (free of charge) by the Registrar to
any Bondholder upon request.

Covenants
(A) Mergers

The Guarantor shall not enter into or become stiltgecand shall not permit the Issuer or any
Principal Subsidiary to enter into or become subjec any reorganisation (including, without
limitation, any amalgamation, demerger, merger anporate reconstruction) or to change its
corporate structure if such a reorganisation ongkavould have a Material Adverse Effect. In
these ConditionsMaterial Adverse Effect' means a material adverse effect on (a) the filahnc
condition or operations of the Guarantor or the uproor (b) the Issuer's or the Guarantor’s
ability to perform its obligations under the Bondmnd the Guarantee, respectively or (c) the
validity, legality or enforceability of the Bonds the Guarantee or the rights or remedies of the
Bondholders under the Bonds or the Guarantee.

(B) Payment of Taxes

So long as any amount remains outstanding hereutigdeGuarantor shall, and shall ensure that
its Subsidiaries shall, pay or discharge or caaseetpaid or discharged, before the same shall
become overdue, all taxes, assessments and gowaaincbarges levied or imposed upon, or
upon the income, profits or assets of the Guaramtany Subsidiaryprovided, however, that
none of the Guarantor nor any of its Subsidiaries|$e required to pay or discharge or cause to
be paid or discharged any such tax, assessmemgechaclaim (x) whose amount, applicability
or validity is being contested in good faith by egpiate proceedings and for which adequate
reserves in accordance with U.S. GAAP or other egpate provision has been made or (y) if
such failure to pay or discharge shall not haveaaedal Adverse Effect.

5. Interest

The Bonds bear interest from the Closing Date atriite of 2.625 per cent, per annum payable semi-
annually in arrear in equal instalments on 16 Jane 16 December in each year (each latefest
Payment Date).

Each Bond will cease to bear interest (a) whereGbeversion Right (as defined in Condition 7(A)(i)
(Conversion — Conversion Peripdshall have been exercised in respect of thatdBoy the relevant
Bondholder, from the Interest Payment Date immetiiapreceding the relevant Conversion Date (as
defined in Condition 7(B)(i) @onversion — Conversion Notjgeor, if the Conversion Date falls on or
prior to the first Interest Payment Date, the GigsDate (subject in any such case as provided in
Condition 7(B)(iv) Conversion — Intereptor (b) from the due date for redemption thenaoless, upon
due presentation, payment of the principal is irpprty withheld or refused or unless default is othise
made in respect of any such payment. In the es€such withholding, refusal or default under (b)
above, interest will continue to accrue (after adl\as before any judgement) up to but excludirg th
earlier of (x) the date on which, upon further pr@ation, payment in full of the principal theré®imade
and (y) the day after notice is duly given to tteddier of such Bond (in accordance with Condition 18
(Noticeg) that upon further presentation of such Bond deainly made such payment will be made,
provided thatupon further presentation thereof being duly maush payment is in fact made.

The amount of interest payable in respect of eagshdBor any period which is not an Interest Period
shall be calculated on the basis of a 360 day geasisting of 12 months of 30 days each and, irctise

of an incomplete month, the number of days elapsdtkre Interest Period" means the period
beginning on (and including) the Closing Date andieg on (but excluding) the first Interest Payment
Date and each successive period beginning on aidding) an Interest Payment Date and ending on
(but excluding) the next succeeding Interest PayrDare.
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6.

()

Conversion

Conversion Right

@

(i)

(iii)

(iv)

V)

Conversion Period

Each Bondholder shall have the right (tl@ohversion Right’) to convert any Bond
into ADRs representing Shares (both as definedand@ion 7(A)(vi)) Conversion —
Definition of "Shares" and "ADR§'subject to the right of the Issuer to make a Cash
Settlement Election under Condition 7(A) (Qonversion -Cash Settlement Electipn
Subject to and upon compliance with the provisiohshis Condition, the Conversion
Right attaching to any Bond may be exercised, @ofttion of the holder thereof, at any
time on or after 26 January 2011 up to the closbusiness (at the place where the
Certificate representing the Bond is depositedcimnversion) on the date six dealing
days prior to 16 June 2015 or if such Bond shalehaeen called for redemption prior to
16 June 2015, then up to the close of businesthéaplace aforesaid) on the date six
dealing days prior to the date fixed for redemptioereof (the Conversion Period).

On exercise of the Conversion Right, the numbeADRs to be transferred to the
converting Bondholder will be determined by diviglithe principal amount of the Bond
to be converted by the Conversion Price in effdcthe Conversion Date (both as
hereinafter defined).

Fractions of ADRs

If a Certificate or Certificates in respect of mahan one Bond shall he deposited for
conversion at any one time by the same holder h@dADRs to be transferred on such
conversion are to be transferred to the same persen number of ADRs to be
transferred upon conversion thereof will be calmdaon the basis of the aggregate
principal amount of the Bonds to be converted. cfoas of ADRs will not be
transferred on conversion (fractions being roundiedn to the nearest whole number of
ADRs) and no cash adjustments will be made in msgheereof. Notwithstanding the
foregoing, in the event of a consolidation or rassification of the Shares by operation
of law or otherwise occurring after the Closing ®#tat reduces the number of Shares
outstanding, the Issuer will upon conversion of &ompay in cash in U.S. dollars by
means of a U.S. dollar cheque drawn on a bank im Merk City a sum equal to such
portion of the principal amount of the Bond or Benépresented by the Certificate(s)
deposited for conversion as corresponds to any eumbADRS not issued as aforesaid
if such sum exceeds U.S.$10.00.

Conversion Price

The price at which ADRs will be transferred upomweersion (the Conversion Price")
will initially be U.S.$73.7087 per ADR but will bgubject to adjustment in the manner
provided in Condition 7(C)Gonversion — Adjustments to Conversion Price

Revival after Default

Notwithstanding the provisions of sub-paragraptofi)his Condition 7(A) if the Issuer,
failing whom the Guarantor, shall default in makipgyment in full in respect of any
Bond which shall have been called for redempticiorpio 16 June 2015 on the date
fixed for redemption thereof, the Conversion Rigtiaiching to such Bond will continue
to be exercisable up to and including the closebudiness (at the place where the
Certificate representing such Bond is depositeccémversion) on the date upon which
the full amount of the moneys payable in respesiuch Bond has been duly received by
the Trustee or the Principal Agent and notice ahsreceipt has been duly given to the
Bondholders or, if earlier, 16 June 2015.

Cash Settlement Election
Upon exercise of a Conversion Right, the Issuey mmake an election (aCash

Settlement Electiori) by giving notice (a Cash Settlement Election Notic§ to the
relevant Bondholder and the Trustee as soon asmehly practicable and in any event
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(Vi)

no later than three dealing days following the vaig Conversion Date to the address
(or, if a fax number or email address is providedhe relevant Conversion Notice, that
fax number or email address) specified for thatppse in the relevant Conversion
Notice (with a copy to the Trustee and the Prirlciggent) that the relevant Conversion
Right will be satisfied by payment to the relevBaindholder of a sum in cash equal to
the Cash Settlement Amount in respect of the AQiRduding, for this purpose, any
fractions of ADRs) which, in the absence of anyhs@ash Settlement Election, would
have fallen to be delivered to the relevant Bondéglor a combination of ADRs and
the Cash Settlement Amount, together in each wiétbeany other amount payable by
the Issuer to such Bondholder in respect of ortirejao the relevant exercise, and such
notice shall specify if any ADRs are to be delivkrand if so, the number of ADRs to be
delivered.

In order to make a Cash Settlement Election, sisedr must give a Cash Settlement
Election Notice to the relevant Bondholder on doipto the date falling three dealing

days after the relevant Conversion Date. Sucltedathall be given in accordance with
the directions specified in the relevant Converdimtice.

The Issuer shall pay the Cash Settlement Amoumtdbyater than the fifth dealing day

following the end of the Cash Settlement Calcalateriod by transfer to the registered
U.S. dollar account of the payee or by U.S. dallzeque drawn on a bank in New York
City and mailed to the address outside Russia efpdyee if it does not have such a
registered account in accordance with instructiomsained in the relevant Conversion
Notice.

Definition of "Shares" and "ADRs"

As used in these ConditionsSHares means (i) shares of the class of share capital of
the Guarantor which, at the Closing Date, is desdigsh as ordinary shares of the
Guarantor, together with shares of any class @sekresulting from any sub-division,
consolidation or re-classification thereof, whicls &etween themselves have no
preference in respect of dividends or of amounysbke in the event of any voluntary or
involuntary liquidation or winding-up of the Guatari and (ii) fully-paid and non-
assessable shares of any class or classes ofateecapital of the Guarantor issued after
the Closing Date which have no preference in raspéadividends or of amounts
payable in the event of any voluntary or involuptéquidation or winding-up of the
Guarantor.

As used in these Conditions, the expressi&dDRs"' means American depositary
receipts representing Shares and issued pursudhe tBeposit Agreement, each such
ADR representing as at the Closing Date one Share.

(B) Conversion Procedure

@

Conversion Notice

To exercise the Conversion Right attaching to amnd the holder thereof must
complete, execute and deposit at his own expensegdoormal business hours at the
specified office of any Agent at which the Certifie representing the Bond is deposited
for conversion a notice of conversion @dhversion Notic€) in duplicate in the form
(for the time being current) obtainable from thedfied office of any Agent, together
with the relevant Certificate and any amounts negglito be paid by the Bondholders as
described below.

A Bondholder exercising Conversion Rights shallagse-condition to receiving ADRS,
also be required to certify to the Guarantor ardRepository that it:

(i) is located outside the United States (withie timeaning of Regulation S
("Regulation S") under the United States Securities Act of 1988,amended
(the "Securities Act));

-45 -



(ii)

(i) acknowledges that the ADRs and the Sharesesgpted thereby have not
been and will not be registered under the Secariiet; and

(iii) to the extent relevant to an exercise of Cersion Rights, it has acquired,
or has agreed to acquire and will have acquiredSih@res represented by the
relevant ADRs outside the United States (within iteaning of Regulation S)

and it has purchased such Bond in a transactiore rimadccordance with Rule

903 or Rule 904 of Regulation S.

If a converting Bondholder shall fail to providecbucertification, the purported exercise
of Conversion Rights shall be invalid.

Where Conversion Rights are exercised in the cistantes specified in Condition
7(A)(iv) (Conversion — Revival after Default shall not be necessary to deposit the
relevant Certificate with an Agent as, aforesaidsifch Certificate shall have been
deposited, and remain deposited, with an Agent tha purposes of the relevant
redemption.

A Certificate and Conversion Notice deposited wdth Agent outside normal business
hours or on a day which is not a business dayeaplice of the specified office of the
relevant Agent shall for all purposes be deemethie been deposited with such Agent
during normal business hours on the next follondogh business day.

As conditions precedent to conversion, the Bonddotdust pay to the Issuer all stamp,
issue, registration or similar taxes and dutiesuif) arising on conversion in the country
in which the Certificate in respect of such Bondéposited for conversion or payable in
any other jurisdiction (other than any such stampue, registration or other similar
taxes or duties payable in the Russian Federatioa, United Kingdom or The
Netherlands on the exercise of Conversion Rightsthe issue and allotment or transfer
of ADRs on conversion and all charges of the Agemtsonnection therewith, which
will be paid by the Issuer). The date on which @eytificate representing the Bond and
the Conversion Notice (in duplicate) relating therare deposited with an Agent or, if
later, on which all conditions precedent to the wawgion thereof are fulfiled is
hereinafter referred to as thBéposit Daté applicable to such Bond and must fall at a
time when the Conversion Right attaching to suchdis expressed in these Conditions
to be exercisable. The request for conversionl flealdeemed to have been made at
23.59 hours (London time) on the Deposit Date applie to the relevant Bond (and the
next calendar day, being the calendar day in Mosoowvhich such time in London
falls, is herein referred to as th€dnversion Daté applicable to such Bond), A
Conversion Notice once deposited may not be withdraithout the consent in writing
of the Issuer.

Share delivery and ADR issues

Immediately after each Conversion Date the Issurensure that all necessary steps
are taken for the due transfer to the BondholdétsedADRs to which the Bondholder

is entitled on conversion of the relevant BondsDR5S to be transferred on conversion
will be deemed to be registered as of the releGuortversion Date in the name of the
holder of the Bonds completing the Conversion Noticits nominee.

Where there is any change to the number of Sham®gented by each ADR, such
modification shall be made to the operation ofdabdgistment provisions as is advised by
an independent investment bank of internationalitan in Moscow acting as an

expert selected by the Guarantor and approved itingiby the Trustee to be in their

opinion appropriate to give the intended result.

If the Conversion Date in relation to any Bond i3 or after a date on which an
adjustment to the Conversion Price takes retroacéffect pursuant to any of the
provisions referred to in Condition 7(GF@nversion — Adjustments to Conversion Price
and the relevant Conversion Date falls on a daterwthe relevant adjustment has not
yet been reflected in the then current ConversiooePthe Issuer will ensure that all
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(iii)

(iv)

necessary steps are taken for the due transfdret@dondholders of such number of
ADRs as is equal to the excess of the number of &l@Rich would have been required
to be transferred on conversion of such Bond ifrélevant retroactive adjustment had
been given effect as at the said Conversion Datr tve number of ADRs to be
transferred pursuant to such conversion, and irh ®xent and in respect of such
Additional ADRs references in this Condition 7(B)fio the Conversion Date shall be
deemed to refer to the date upon which such reik@aeadjustment becomes effective
(disregarding the fact that it becomes effectiveogetively and notwithstanding that the
date upon which it becomes effective falls after ¢imd of the Conversion Period). If the
Issuer makes a Cash Settlement Election in regfenty relevant Bond, there shall be
paid to the relevant Bondholder an additional anigtive "Additional Cash Amount™)
equal to the product of (1) the additional numbeADRSs (including for this purpose
any fractions) that would have been delivered tordevant Bondholder in the absence
of a Cash Settlement Election and (2) the Volunmeigited Average Price of an ADR
on the date on which relevant adjustment beconfestafe (or if that is not an dealing
day, on the next dealing day). Any such AdditioGakh Amount will be paid not later
than seven days following the date on which theveaht adjustment becomes effective
by transfer to the registered U.S. dollar accodrthe payee or by U.S. dollar cheque
drawn on a bank in New York City and mailed to &uelress outside Russia of the payee
if it does not have such a registered account dor@ance with instructions contained in
the relevant Conversion Notice.

Share ranking and entitlement

Shares represented by ADRs transferred to the Budefs upon conversion of the
Bonds are fully paid and non-assessable and megfiects rangari passuwith all other
Shares in issue on the relevant Conversion Dateefgxfor any right excluded by
mandatory provisions of applicable law) and suchr&s are entitled to all rights to the
same extent as all other fully-paid and non-astéss&hares of the Guarantor.
Bondholders shall not be entitled to any rightstiah to the Shares in respect of which
the relevant record date precedes the relevant&sion Date. For the purposes of this
Condition 7(B) and Condition 7(C)Cfnversion — Adjustments to Conversion Price
"record dateé' means a date fixed by the charter of the Guaramtotherwise specified
for the purpose of determining entitlements to divids or other distributions to, or
rights of, holders of Shares.

Interest

Except as provided below, no payment or adjustméltbe made on conversion of

Bonds of any interest otherwise accruing on comeeBonds from the Interest Payment
Date immediately preceding the relevant Conver§late, or if the relevant Conversion
Date falls on or prior to the first Interest PaymBate, the Closing Date.

If any notice of redemption of any Bond is givenrguant to Condition 9(B)
(Redemption, Purchase and Cancellation — Redemptidhe option of the Issuepr
9(C) Redemption, Purchase and Cancellation — Redemfiotaxation reasorjson or
after the fifteenth business day in Moscow priorateecord date which has occurred
since the last Interest Payment Date (or in the oAghe first interest period, since the
Closing Date) (whether such notice is given befame,or after such record date) in
respect of any dividend or distribution in respettthe Shares where such notice
specifies a date for redemption falling on or ptioithe date which is 14 days after the
Interest Payment Date next following such recortk danterest shall accrue on Bonds
which shall have been delivered for conversion bygndholders pursuant to this
Condition 7(B) and in any such case where the egleConversion Date falls after such
record date and on or prior to the Interest PayrDaé¢ next following such record date,
in each case, from the preceding Interest Paymat# (@r, if such Conversion Date falls
on or prior to the first Interest Payment Datepfrthe Closing Date) to such Conversion
Date Any such interest shall be paid by the Issagiater than 14 days after the relevant
Conversion Date by transfer to the registered ddBar account of the payee or by U.S.
dollar cheque drawn on a bank in New York City andiled to the address outside
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Russia of the payee if it does not have such astergid account in accordance with
instructions given by the relevant Bondholder.

Adjustments to Conversion Price

Upon the happening of any of the events descriledalAh the Conversion Price shall be adjusted
as follows:

@)

(i)

Consolidation, reclassification or subdivision

If and whenever there shall be a consolidationassification or subdivision in respect
of the Shares, the Conversion Price shall be atjuby multiplying the Conversion
Price in force immediately prior to such consolidat reclassification or subdivision by
the following fraction:

where:

A is the aggregate number of Shares in issue imategli before such consolidation,
reclassification or subdivision, as the case mayhd

B is the aggregate number of Shares in issue inatediafter, and as a result of, such
consolidation, reclassification or subdivision tlas case may be;

C is the number of Shares represented by an ADRwWlg or as a result or
consequence of such consolidation, reclassificaborsubdivision in respect of the
Shares; and

D is the number of Shares represented by an ADR eidnately prior to such
consolidation, reclassification or subdivision tlas case may be.

Such adjustment shall become effective on the tti@eonsolidation, reclassification or
subdivision, as the case may be, takes effect.

Capitalisation of profits or reserves

If and whenever the Guarantor shall issue any Sharedited as fully paid to the

Shareholders by way of capitalisation of profits reserves, including any share
premium account or capital redemption reserve,efothan (1) where any such Shares
are or are to be issued instead of the whole dr gfaa Dividend in cash which the

Shareholders would or could otherwise have eled¢tedeceive or (2) where the

Shareholders may elect to receive a Dividend irhdaslieu of such Shares), the

Conversion Price shall be adjusted by multiplyidg tConversion Price in force

immediately prior to such issue by the followingdtion:

A_C

X —

B D
where:
A is the aggregate number of Shares in issue imatelglibefore such issue of Shares;
B is the aggregate number of Shares in issue imatedyiafter such issue of Shares;

C is the number of Shares represented by an ADRwWirlg or as a result or
consequence of such issue of Shares; and

D is the number of Shares represented by an ADReidiately prior to such issue of
Shares.
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Such adjustment shall become effective on the afatsue of such Shares.

@iy  Distributions

(@)

(b)

If and whenever the Guarantor shall pay or nake Capital Distribution to the
Shareholders, the Conversion Price shall be adjustg multiplying the
Conversion Price in force immediately prior to tE#fective Date by the
following fraction:

A-B
A

where:
A is the Current Market Price of one Share on tfiedfive Date; and

B is the portion of the Fair Market Value of thegegpate Capital Distribution
attributable to one Share, with such portion beietermined by dividing the
Fair Market Value of the aggregate Capital Distiitwu attributable to the
Shares by the number of Shares entitled to recdiee relevant Capital
Distribution (or, in the case of a purchase, red@mpor buy back of Shares,
ADRs or any depositary or other receipts or cedifes representing Shares by
or on behalf of the Guarantor or any Subsidiaryhef Guarantor, by dividing
the Fair Market Value of the aggregate Capital fikistion by the number of
Shares in issue immediately prior to such purch@smption or buy back, and
treating as not being in issue any Shares, or &ayeS represented by ADRs or
other depositary receipts or certificates représgntShares, purchased,
redeemed or bought back).

Such adjustment shall become effective on the E¥fedate or, if later, the
first date upon which the Fair Market Value of tieéevant Capital Distribution
is capable of being determined as provided herein.

"Effective Date' means, in respect of this paragraph (C)(iii), finet date on
which the ADRs are traded on the Relevant StockhBrge ex-the entitlement
corresponding to the relevant Capital DistributimmExtraordinary Dividends
relating to the Shares or, in the case of a pusghaslemption or buy back of
Shares, ADRs or any depositary or other receiptseotificates representing
Shares, the date on which such purchase, redemputibny back is made or in
the case of a Spin-Off, the first date on which Al2Rs are traded ex- the
relevant Spin-Off on the Relevant Stock Exchange.

"Capital Distribution " means any Non-Cash Dividend.

"Non-Cash Dividend means any Dividend which is not a Cash Divideas (
defined below) and shall include a Spin-Off.

If and whenever the Guarantor shall pay anyrdextinary Dividends to the
Shareholders, the Conversion Price shall be adjuste multiplying the
Conversion Price in force immediately prior to tEéfective Date by the
following fraction:

where:
A is the Current Market Price of one Share on tfiedfive Date; and

B is the portion of the Fair Market Value of thegeggate Extraordinary
Dividend attributable to one Share, with such portbeing determined by
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(iv)

(©

(d)

dividing the Fair Market Value of the aggregatergatdinary Dividend by the
number of Shares entitled to receive the Relevévitend; and

C is the amount (if any) by which the Threshold Ambdetermined in respect
of the Relevant Dividend exceeds an amount equtigaggregate of the Fair
Market Values of any previous Cash Dividends pear8the ex- date of which
falls during the Relevant Calendar Year (where &lldke zero if such previous
Cash Dividends per Share are equal to, or excéedTlireshold Amount). For
the avoidance of doubt "C" shall equal the Thresh®mount determined in

respect of the Relevant Dividend where no previ@ash Dividends per Share
have an ex- date which falls during such Relevaie@lar Year.

Such adjustment shall become effective on the Effedate or, if later, the
first date upon which the Fair Market Value of trelevant Extraordinary
Dividend can be determined.

"Extraordinary Dividend" means any Cash Dividend (theRélevant
Dividend") the ex- date of which falls during a 12-monthripé (commencing
with the 12-month period beginning on 16 Decemb@t®and ending on 16
December 2011) (with each 12-month period endingaeranniversary of 16
December 2011 and the 6-month period ending on ure 2015 being a
"Relevant Calendar Yeat), if (a) the Fair Market Value of the Relevant
Dividend per Share or (b) the sum of (i) the Faarkét Value of the Relevant
Dividend per Share and (ii) an amount equal toathgregate of the Fair Market
Value or Values of any other Cash Dividend or CBs$fidends per Share the
ex- date of which falls during the Relevant Calend@ar, exceeds the
Threshold Amount, and in that case the Extraorgiraividend shall be the
Relevant Dividend.

"Threshold Amount" means in respect of any Relevant Calendar Yéwur, t
gross amount per Share of U.S.$1.75 equivalent 18.91.75 per ADR
(assuming one ADR represents one Share) (adjusted rgta for any
adjustments made before payment of the Relevanté&nd to (i) the number of
Shares represented by one ADR (ii) the ConversigcePnade pursuant to the
provisions of this Condition 7(C)).

"Cash Dividend' means (i) any Dividend which is to be paid or mad cash
(in whatever currency), but other than falling withparagraph (b) of the
definition of "Spin-Off" and (ii) any Dividend determined to be a Cash
Dividend pursuant to paragraph (a) of the definited "Dividend", and for the
avoidance of doubt, a Dividend falling within paragh (c) or (d) of the
definition of 'Dividend" shall be treated as being a Non-Cash Dividend.

For the purposes of the above, Fair Market ¥aball (subject as provided in
paragraph (a) of the definition of "Dividend" and the definition of "Fair
Market Value") be determined as at the EffectivéeDa

In making any calculations for the purposestio$ Condition 7(C)(iii), such
adjustments (if any) shall be made as an IndepénEi@ancial Adviser may
determine in good faith to be appropriate to ref(@any consolidation or sub-
division of any Shares or the issue of Shares byat@apitalisation of profits or
reserves (or any like or similar event) or any ése in the number of Shares in
issue in relation to the calendar year in question.

Rights issues

If and whenever the Guarantor shall issue Shar&htoeholders as a class by way of
rights, or shall issue or grant to Shareholders atass by way of rights, any options,
warrants or other rights to subscribe for or pusehany Shares, or any Securities which
by their terms of issue carry (directly or indilgktights of conversion into, or exchange
or subscription for, any Shares (or shall grant aogh rights in respect of existing
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V)

(Vi)

Securities so issued), in each case at a pric&lp@re which is less than 95 per cent. of
the Current Market Price per Share on the Effeddaée, the Conversion Price shall be
adjusted by multiplying the Conversion Price incimmediately prior to the Effective
Date by the following fraction:

A+B
A+C

where:
A is the number of Shares in issue on the Effediiaée;

B is the number of Shares which the aggregate deration (if any) receivable for the
Shares issued by way of rights, or for the Seagitssued by way of rights, or for the
options or warrants or other rights issued by wdyrights plus the additional

consideration (if any) receivable upon (and assginthe exercise of such options,
warrants or rights at the initial subscription, ¢hase or acquisition price, would
purchase at such Current Market Price per ShatbeoEffective Date; and

C is the number of Shares to be issued or, asabe may be, the maximum number of
Shares which may be issued upon exercise of sudtnspwarrants or rights calculated
as at the date of issue of such options, warrantiglots or upon conversion or exchange
or exercise of rights of subscription or purchaseréspect thereof at the initial
conversion, exchange, subscription or purchase jaricate.

Such adjustment shall become effective on the Effe®ate.

"Effective Daté' means, in respect of this paragraph (C)(iv), ftret date on which the
ADRs are traded on the Relevant Stock Exchangenexentitlement corresponding to
the relevant rights, options or warrants relatmg¢iie Shares.

Issue of Securities to Shareholders

If and whenever the Guarantor shall issue any &z other than Shares or options,
warrants or other rights to subscribe for or pusehany Shares) to Shareholders as a
class by way of rights or grant to Shareholdera atass by way of rights any options,
warrants or other rights to subscribe for or pusehany Securities (other than Shares or
options, warrants or other rights to subscribe dopurchase Shares), the Conversion
Price shall be adjusted by multiplying the ConvamdPrice in force immediately prior to
the Effective Date by the following fraction:

A-B
A
where:
A is the Current Market Price of one Share on tfiedfive Date; and

B is the Fair Market Value on the Effective Datetle portion of the rights attributable
to one Share.

Such adjustment shall become effective on the Effe®ate.

"Effective Daté' means, in respect of this paragraph (C)(v), thet flate on which the
ADRs are traded on the Relevant Stock Exchangéheentitiement corresponding to
the relevant Securities, option or warrants retatmthe Shares.

Issue of Shares below Current Market Price

If and whenever the Guarantor shall issue (otherwigan as mentioned in paragraph
(C)(iv) above) wholly for cash or for no considérat any Shares (other than Shares
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(vii)

issued on conversion of the Bonds or on the exe@isny rights of conversion into, or
exchange or subscription for or purchase of, Sharessue or grant (otherwise than as
mentioned in paragraph (C)(iv) above) wholly forsltaor for no consideration any
options, warrants or other rights to subscribediopurchase any Shares (other than the
Bonds, which term shall for this purpose includeg @ptional Bonds and any further
bonds issued pursuant to Condition 20 and formirsingle series with the Bonds), in
each case at a price per Share which is less th@erOcent. of the Current Market Price
per Share on the date of the first public annoumcgnof the terms of such issue or
grant, the Conversion Price shall be adjusted bitipiging the Conversion Price in
force immediately prior to the Effective Date by ttollowing fraction:

A+B
A+C

where:

A is the number of Shares in issue immediately fgetbe issue of such Shares or the
grant of such options, warrants or rights;

B is the number of Shares which the aggregate deraion (if any) receivable for the
issue of such Shares or, as the case may be, doBliares to be issued or otherwise
made available upon the exercise of any such ogtiwarrants or rights, would purchase
at such Current Market Price per Share; and

C is the number of Shares to be issued pursuasiidb issue of such Shares or, as the
case may be, the maximum number of Shares which beaigsued upon exercise of
such options, warrants or rights calculated ashat date of issue of such options,
warrants or rights.

Such adjustment shall become effective on the Effe®ate.

"Effective Date' means, in respect of this paragraph (C)(vi), da¢e of issue of such
Shares or, as the case may be, the grant of suicmepwarrants or rights.

Other issues

If and whenever the Guarantor or any SubsidiarthefGuarantor or (at the direction or
request of or pursuant to any arrangements wittGtharantor or any Subsidiary of the
Guarantor) any other company, person or entity efotise than as mentioned in
paragraphs (C)(iv), (C)(v) or (C)(vi) above) shasue wholly for cash or for no
consideration any Securities (other than the Bomdsch term shall for this purpose
exclude any further bonds issued pursuant to Ciamd20 (urther Issuesand forming

a single series with the Bonds) which by their tewwhissue carry (directly or indirectly)
rights of conversion into, or exchange or subsizniptor, Shares (or shall grant any such
rights in respect of existing Securities so issud¥ecurities which by their terms might
be redesignated as Shares, and the consideratid®hpee receivable upon conversion,
exchange, subscription or redesignation is less #aper cent. of the Current Market
Price per Share on the date of the first publicoameement of the terms of issue of such
Securities (or the terms of such grant) the Coreerdrice shall be adjusted by
multiplying the Conversion Price in force immedigtprior to the Effective Date by the
following fraction:

A+B
A+C

where:

A is the number of Shares in issue immediately fee$oich issue or grant;
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(viii)

B is the number of Shares which the aggregate dersion (if any) receivable for the
Shares to be issued or otherwise made available apoversion or exchange or upon
exercise of the right of subscription attacheduchsSecurities or, as the case may be,
for the Shares to be issued or to arise from amh sadesignation would purchase at
such Current Market Price per Share; and

C is the maximum number of Shares to be issuedtterwise made available upon
conversion or exchange of such Securities or upgan d@xercise of such right of
subscription attached thereto at the initial cosiaT, exchange or subscription price or
rate or, as the case may be, the maximum numktghares which may be issued or arise
from any such redesignation;

provided thatif at the time of issue of the relevant Securitiesdate of grant of such
rights (as used in this paragraph (b)(vii), tBpé&cified Dat€) such number of Shares is
to be determined by reference to the applicatioa fifrmula or other variable feature or
the occurrence of any event at some subsequent (ivhech may be when such
Securities are converted or exchanged or rightsubEcription are exercised or, as the
case may be, such Securities are redesignatedsachtother time as may be provided)
then for the purposes of this paragraph (C)(vi)" "shall be determined by the
application of such formula or variable featureaerif the relevant event occurs or had
occurred as at the Specified Date and as if sucivarsion, exchange, subscription,
purchase or acquisition or, as the case may besightion had taken place on the

Specified Date.
Such adjustment shall become effective on the Effe®ate.

"Effective Daté' means, in respect of this paragraph (C)(vii), dag¢e of issue of such
Securities or, as the case may be, the grant tf sgiots.

Modification of rights

If and whenever there shall be any modificatiorthaf rights of conversion, exchange,
subscription, purchase or acquisition attachingany such Securities (other than the
Bonds, which term shall for this purpose includg &mther bonds issued pursuant to
Condition 20 Further Issuep and forming a single series with the Bonds) as ar
mentioned in paragraph (C)(vii) above (other thanaiccordance with the terms
(including terms as to adjustment) applicable tehs$ecurities upon issue) so that
following such modification the consideration pérag receivable has been reduced and
is less than 95 per cent. of the Current MarketeéPper Share on the date of the first
public announcement of the proposals for such neadibn the Conversion Price shall
be adjusted by multiplying the Conversion Pricefance immediately prior to the
Effective Date by the following fraction:

A+B
A+C

where:

A is the number of Shares in issue on the dealiag mnmediately before such
modification;

B is the number of Shares which the aggregate deration (if any) receivable for the
Shares to be issued or otherwise made available apoversion or exchange or upon
exercise of the right of subscription, purchasaamquisition attached to the Securities so
modified would purchase at such Current Marketd>per Share on the date of the first
public announcement of the proposals for the relevaodification or, if lower, the
existing conversion, exchange or subscription, Ipage or acquisition price or rate of
such Securities; and

C is the maximum number of Shares which may beeids otherwise made available
upon conversion or exchange of such Securitiespon uhe exercise of such rights of
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(i)

)

subscription, purchase or acquisition attachedetbelat the modified conversion,
exchange, subscription, purchase or acquisitiocepor rate but giving credit in such
manner as an Independent Financial Adviser shabiod faith consider appropriate for
any previous adjustment under this paragraph (D) 6vi paragraph (C)(vii) above;

provided thatif at the time of such modification (as used iis tharagraph (C)(viii) the
"Specified Daté) such number of Shares is to be determined bgreete to the
application of a formula or other variable featorehe occurrence of any event at some
subsequent time (which may be when such Secustiesconverted or exchanged or
rights of subscription, purchase or acquisitionerercised or at such other time as may
be provided) then for the purposes of this pardg(aj(viii), "C" shall be determined by
the application of such formula or variable featareas if the relevant event occurs or
had occurred as at the Specified Date and as if sanversion, exchange subscription,
purchase or acquisition had taken place on theifgge®ate.

Such adjustment shall become effective on the Effe®ate

"Effective Daté' means, in respect of this paragraph (C)(viiig thate of modification
of the rights of conversion, exchange or subsaiptpurchase or acquisition attaching
to such Securities.

Certain arrangements

If and whenever the Guarantor or any SubsidiarthefGuarantor or (at the direction or
request of or pursuant to any arrangements wittGtharantor or any Subsidiary of the
Guarantor) any other company, person or entityl ifdr any Securities in connection
with which Shareholders as a class are entitlegarticipate in arrangements whereby
such Securities may be acquired by them (exceptenttre Conversion Price falls to be
adjusted under paragraphs (C)(ii), (C)(iii), (C)(i¢C)(vi) or (C)(vii) above or (C)(x)
below (or would fall to be so adjusted if the relet/issue or grant was at less than 95
per cent. of the Current Market Price per Shardghenrelevant dealing day) or under
sub-paragraph (C)(v) above) the Conversion Priedl $fe adjusted by multiplying the
Conversion Price in force immediately before thde&ive Date by the following
fraction:

A-B
A
where:
A is the Current Market Price of one Share on tfiedfive Date; and

B is the Fair Market Value on the Effective Datetlb& portion of the relevant offer
attributable to one Share.

Such adjustment shall become effective on the Effe®ate.

"Effective Daté' means, in respect of this paragraph (C)(ix), ftret date on which the
ADRs are traded on the Relevant Stock Exchangéheentitiement corresponding to
the relevant rights relating to the Shares.

Relevant Event

If a Relevant Event shall occur, then upon any @gerof Conversion Rights where the
Conversion Date falls during the Relevant Eventideethe Conversion Price (the
"Relevant Event Conversion Pric®) shall be determined as set out below:

Recp= _ 9CP
1+ (CPxcl/t)
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Where:

RECP = Relevant Event Conversion Price

OCP = Conversion Price in effect on the relevaohv@rsion
Date

CP = Conversion Premium (30%; expressed as ddrmct

c = The number of days from and including the dag

Relevant Event occurs to but excluding 16 June 288

t = The number of days from and including the @igs
Date to but excluding 16 June 2015.

(xi) Other adjustments

If the Guarantor (after consultation with the Taet determines that an adjustment
should be made to the Conversion Price as a resulhe or more circumstances not
referred to above in this Condition 7(C) (everhi relevant circumstance is specifically
excluded from the operation of sub-paragraphs Y@)({x) above), the Guarantor shall,

at its own expense and acting reasonably, requestdependent Financial Adviser to

determine as soon as practicable what adjustrmeany) to the Conversion Price is fair

and reasonable to take account thereof and theatateghich such adjustment should

take effect and upon such determination such adprst (if any) shall be made and shall
take effect in accordance with such determinafioayided that an adjustment shall only
be made pursuant to this sub-paragraph (b)(xiiéghdndependent Financial Adviser is
so requested to make such a determination not thare21 days after the date on which
the relevant circumstance arises and if the adgistrwould result in a reduction to the

Conversion Price.

Notwithstanding the foregoing provisions:

(@) where the events or circumstances giving dsenty adjustment pursuant to this
Condition 7(C) have already resulted or will résal an adjustment to the
Conversion Price or where the events or circums®mgiving rise to any
adjustment arise by virtue of any other events imumstances which have
already given or will give rise to an adjustmentie Conversion Price or where
more than one event which gives rise to an adjustritethe Conversion Price
occurs within such a short period of time thatthe opinion of the Guarantor, a
modification to the operation of the adjustmentvisimns is required to give the
intended result, such modification shall be madethe operation of the
adjustment provisions as may be determined in dadd by an Independent
Financial Adviser to be appropriate to give thenaed result;

(b) such modification shall be made to the operatibthese Conditions as may be
determined in good faith by an Independent Finamilviser to be appropriate
(i) to ensure that an adjustment to the ConverBinoe or the economic effect
thereof shall not be taken into account more thaeand (ii) to ensure that the
economic effect of a Dividend is not taken into@att more than once; and

(c) for the avoidance of doubt, the issue of Shamessuant to the exercise of
Conversion Rights shall not result in an adjustnterthe Conversion Price.

For the purpose of any calculation of the consitlgmareceivable or pursuant to sub-
paragraphs (C) (iv), (vi), (vii) and (viii), thelfowing provisions shall apply:

v) the aggregate consideration receivable or piaceShares issued for cash shall
be the amount of such cash;

(w) () the aggregate consideration receivable mecepfor Shares to be issued or
otherwise made available upon the conversion ohaxge of any Securities
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(xii)

(xiii)

(xiv)

)

W)

@

shall be deemed to be the consideration or priceived or receivable for any
such Securities and (Il) the aggregate consideratexeivable or price for
Shares to be issued or otherwise made available tipoexercise of rights of
subscription attached to any Securities or uponekercise of any options,
warrants or rights shall be deemed to be that (@arich may be the whole) of
the consideration or price received or receivablesiich Securities or, as the
case may be, for such options, warrants or righighvare attributed by the
Guarantor to such rights of subscription or, asdhse may be, such options,
warrants or rights or, if no part of such consitieraor price is so attributed, the
Fair Market Value of such rights of subscription as the case may be, such
options, warrants or rights as at the relevant dafiest public announcement as
referred to in sub-paragraphs (C)(vi), (vii) oriijyias the case may be, plus in
the case of each of (I) and (ll) above, the add&iominimum consideration
receivable or price (if any) upon the conversiorerchange of such Securities
or upon the exercise of such rights or subscriptitached thereto or, as the
case may be, upon exercise of such options, warmantights and (Ill) the
consideration receivable or price per Share uperctimversion or exchange of,
or upon the exercise of such rights of subscriptitached to, such Securities
or, as the case may be, upon the exercise of qui@ne, warrants or rights shall
be the aggregate consideration or price referreih @) or (II) above (as the
case may be) divided by the number of Shares toisbeed upon such
conversion or exchange or exercise at the init@ahversion, exchange or
subscription price or rate;

if the consideration or price determined purgu (v) or (w) above (or any
component thereof) shall be expressed in a curreticgr than the Relevant
Currency, it shall be converted into the Relevamtréncy at the Prevailing Rate
on the relevant Effective Date (in the case ofgpve) or the relevant date of
the first public announcement (in the case of ()\we);

in determining the consideration or price parsuto the above, no deduction
shall be made for any commissions or fees (howsoeescribed) or any
expenses paid or incurred for any underwritinggciplg or management of the
issue of the relevant Shares or Securities or pgtiovarrants or rights, or
otherwise in connection therewith and

the consideration or price shall be determiaggrovided above on the basis of
the consideration or price received, receivabléd pa payable regardless of
whether all or part thereof is received, receivapkad or payable by or to the
Guarantor or another entity.

Minor Adjustments

No adjustment of the Conversion Price shall be irequunless such adjustment would
require an increase or decrease in such price lefaat one per cenprovided thatany
adjustment which by reason of this Condition 7(@)({s not required to be made shall
be carried forward and taken into account (as éhsadjustment had been made at the
time when it would have been made but for this @ord 7(C)(xii)) in any subsequent
adjustment. On any adjustment, the resultant Qsiove Price, if not an integral
multiple of one U.S cent, will be rounded down be thearest integral multiple of one
U.S cent.

More, than one Adjustment

If an event falls within more than one of the psiohs set out in Conditions 6(C)(i) to
6(C)(vii) (inclusive), the Conversion Price shak ladjusted in accordance with the
provisions that result in the smallest adjustmerthe Conversion Price.

Reference to "fixed"
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Any references herein to the date on which a cenattbn is "fixed" shall, where the
consideration is originally expressed by referemoea formula which cannot be
expressed as an actual cash amount until a latey loe construed as a reference to the
first day on which such actual cash amount carsbertained.

(xv)  Trustee not obliged to monitor

The Trustee shall not be under any duty to monitbether any event or circumstance
has happened or exists within this Condition 7(@J avill not be responsible to
Bondholders for any loss arising from any failuyeitto do so.

(xvi)  Share Schemes

No adjustment will be made to the Conversion Pwibere Shares or other securities are
issued, offered, exercised, allotted, appropriateatjified or granted to or for the benefit
of employees (including directors holding executoféice) of the Guarantor or any
Subsidiary pursuant to any employees' share sclsawve to the extent that any such
Shares or other securities are so offered, exelcalotted, appropriated, modified or
granted (the Relevant Employee Grant) and thereby the number of such Shares plus
the maximum number of Shares which may fall to $®iéd pursuant to the terms of
such other securities (togethelRelevant Employee Sharé$ when aggregated with all
other Relevant Employee Shares arising during tieey@ar period ending on the date of
the Relevant Employee Grant exceeds 10 per certheoShares outstanding as at the
date immediately prior to the date of such Rele#mployee Grant.

(D) Mergers, etc.

In the case of any consolidation, amalgamation erger of the Guarantor with any other
corporation (other than a consolidation, amalgasnatir merger in which the Guarantor is the
continuing corporation), or any analogous procedunger the laws of the Russian Federation, or
in the case of any sale or transfer of all or safuslly all of the assets of the Guarantor, the
Issuer or the Guarantor will forthwith notify theoBdholders of such event and (so far as legally
possible) cause the corporation resulting from samisolidation, amalgamation or merger or the
corporation which shall have acquired such assestd¢he case may be, to execute a trust deed
supplemental to the Trust Deed and an agreemeptesupntal to or amending or replacing the
Deposit Agreement to ensure that the holder of &mid then outstanding will have the right
(during the period in which such Bond shall be aatible) to convert such Bond into the class
and amount of shares to be represented by Amedepasitary receipts and/or other securities,
property and cash receivable upon such consolidatimalgamation, merger, sale or transfer by
a holder of the number of ADRs representing Shareieh would have become liable to be
issued upon conversion of such Bond immediatelgrpio such consolidation, amalgamation,
merger, sale or transfer. Such supplemental tieestl will provide for adjustments which will be
as nearly equivalent as may be practicable to thestments provided for in the foregoing
provisions of this Condition. The above provisiafighis Condition 7(D) will apply in the same
way to any subsequent consolidations, amalgamatoesgers, sales or transfers.

(B) Relevant Event or De-listing Event

0] Within five London business days following tlvecurrence of a Relevant Event, the
Issuer and/or the Guarantor shall give notice tfef@ "Relevant Event Noticé) to the
Trustee and to the Bondholders in accordance withd@ion 18 Noticeg. Such notice
shall contain a statement informing Bondholderdh&fir entitlement to exercise their
Conversion Rights as provided in these Conditiams af their entittement to exercise
their rights of redemption under Condition 9(DRedemption, Purchase and
Cancellation - Redemption at the Option of the Buders.

The Relevant Event Notice shall also specify:
(@) all information material to Bondholders conéegithe Relevant Event;

(b) the Conversion Price immediately prior to tleewrence of the Relevant Event
and the Conversion Price applicable pursuant tod@ion 7(C)(x) during the
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(A)

(B)

Relevant Event Period on the basis of the Conwverdirice in effect
immediately prior to the occurrence of the Relevavent;

(c) the closing price of the ADRs as derived frdra Relevant Stock Exchange as
at the latest practicable date prior to the pubitbcaof such notice;

(d) the last day of the Relevant Event Period; and

(e) such other information relating to the Relev&vent as the Trustee may
require.

(ii) Upon the occurrence of a De-listing Event, tissuer and/or the Guarantor shall give
notice (a De-listing Event Notice') thereof to the Trustee and to the Bondholders in
accordance with Condition 18I¢ticed. Such notice shall contain a statement informing
Bondholders of their entittement to exercise thigjhts of redemption under Condition
9(D) (Redemption, Purchase and Cancellation - Redempiorthe Option of the
Bondholders

The De-listing Event Notice shall also specify:
(@) all information material to Bondholders conéegthe De-listing Event;

(b) the Conversion Price immediately prior to thecwrence of the De-Listing
Event;

(c) the closing price of the ADRs as derived frdra Relevant Stock Exchange as
at the latest practicable date prior to the ocauoeeof the De-listing Event; and

(d) such other information relating to the De-hgtiEvent as the Trustee may
require.

The Trustee shall not be required to take any depscertain whether a Relevant Event or, as
the case may be, a De-listing Event or any evenmtiwtould lead to a Relevant Event or, as the
case may be, De-listing Event has occurred or ncayroand will not be responsible or liable to
Bondholders or any other person for any loss agiiom any failure by it to do so..

Payments
Principal

Payments of principal and any accrued interest ugoalemption in respect of Bonds will be
made by transfer to the registered U.S. dollar actof the Bondholder or by U.S. dollar cheque
drawn on a bank in New York City and mailed to thgistered address outside Russia of the
Bondholder if it does not have such a registeredaat. Payments of principal and such accrued
interest will be made to those persons shown inRbgister at the close of business on the
fifteenth day before the due-date for the releyaayment (the Record Daté) and will be
subject to surrender of the relevant Certificatthatspecified office of any of the Agents.

For so long as the Bonds are represented by a GlGeatificate each payment made in respect
of the Global Certificate will be made to the pershown as the holder in the Register at the
close of business (in the relevant clearing systemjhe Clearing System Business Day before
the due date for such payment where "Clearing 8y®esiness Day" means a day on which
each clearing system for which the Global Certifices being held is open for business.

Interest

Interest on Bonds payable on an Interest Paymetad Wl be paid to the persons shown on the

Register at the close of business on the Record. DRayments of such interest on each Bond
will be made by transfer to the registered U.Slad@ccount of the Bondholder or by U.S. dollar

cheque drawn on a bank in New York City and maitethe registered address outside Russia of
the Bondholder if it does not have such a regidteczount.
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Registered accounts

For the purposes of this Condition 8, a Bondhodkdezgistered account means the U.S. dollar
account maintained by or on behalf of it with albbéamNew York City, details of which appear
on the Register at the open of business on therBd&xate, and a Bondholder's registered address
means its address appearing on the Register dtrtreat

Fiscal laws

All payments are subject in all cases to any appli fiscal or other laws or regulations, but
without prejudice to the provisions of Condition.10No commissions or expenses shall be
charged to the Bondholders in respect of such paisne

Payment initiation

Where payment is to be made by transfer to a mxgidtaccount, payment instructions (for value
the due date or, if that is not a payment busimzss (as defined below), for value the first
following day which is a payment business day) Ww#l initiated and, where payment is to be
made by cheque, the cheque will be mailed on tlyenpat business day preceding the due date
for payment or, in the case of a payment of priacgnd interest due other than on an Interest
Payment Date, if later, on the payment business aaywhich the relevant Certificate is
surrendered at the specified office of an Agent.

Delay in payment

Bondholders will not be entitled to any interesiotiier payment for any delay after the due date
in receiving the amount due if the due date isanpayment business day, if the Bondholder is
late in surrendering its Certificate (if requireddo so) or if a cheque mailed in accordance with
this Condition arrives after the due date for paytne

Business day

In this Condition, payment business day means a day on which commercial banks are open
for business in New York City and, in the case & surrender of a Certificate, in the place
where the Certificate is surrendered.

Annotation of register

If the amount of principal or interest, if any, whiis due on the Bonds is not paid in full, the
Registrar will annotate the register of Bondholdeith a record of the amount of principal or
interest, if any, in fact paid.

Redemption, Purchase and Cancellation
Redemption at maturity

Unless previously redeemed or converted or purchasel cancelled as herein provided, the
Issuer will redeem the Bonds at their principal amtoon 16 June 2015 and may not redeem
them in whole or in part prior to that date excaptprovided in paragraphs (B) or (C) below (but
without prejudice to Condition 1Egents of Defau)j.

Redemption at the option of the Issuer

On having given not less than 30 nor more than&@'chotice to the Bondholders in accordance
with Condition 18 Noticed and to the Trustee (which notice will be irrevbleg the Issuer may:

0] at any time on or after 31 December 2013 anaf po maturity, redeem all, but not some
only, of the Bonds at their principal amount togethvith accrued interest to the date
fixed for redemptiorprovided, however, thato such redemption may be made unless
on each of not less than 20 dealing days in anpgef 30 consecutive dealing days
ending not earlier than six days prior to the date which the relevant notice of
redemption is given by the Issuer to the Bondhaldee Aggregate Value of the ADRs

-59 -



©

to which a Bondholder would be entitled upon exacif the Conversion Right
attaching to a Bond in the principal amount of $180,000 on such dealing day shall
have exceeded 140 per cent. of the principal amaiusuich Bond; or

(i) at any time redeem all but not some only @& Bonds for the time being outstanding at
their principal amount together with accrued intétte the date fixed for redemption if,
prior to the date of such notice, Conversion Rigtiall have been exercised and/or
purchases (and corresponding cancellations) hawe d&kected in respect of 85 per cent,
or more in principal amount of the Bonds originalgsued, together with interest
accrued to the date fixed for redemption.

Upon the expiry of any such notice, the Issuel el bound to redeem the Bonds to which such
notice relates in accordance with this ConditioB)9(

For the purposes of this Condition 9(BA\dgregate Value¢ means in respect of any dealing day,
the U.S. dollar amount calculated as follows:

Aggregate Value = ADR x VWAP
Where:

ADR = the number of ADRs that would fall to be ieduor delivered on the exercise of
Conversion Rights in respect of a Bond in the ppakc amount of U.S.$100,000
assuming the Conversion Date to be such dealing day

VWAP = the Volume Weighted Average Price of an ADRsuch dealing day (provided that if
on any such dealing day the ADRs shall have beerteducum-Dividend or cum-any
other entitlement, the Volume Weighted Average €nEan ADR on such dealing day
shall be deemed to be the amount thereof reducexsh laynount equal to the Fair Market
Value of any such Dividend or entitlement per ADR & the date of first public
announcement of such Dividend or entitlement (bthat is not a dealing day, the
immediately preceding dealing day).

Redemption for taxation reasons

Bonds may be redeemed at the option of the Issudject to the next following paragraph, in
whole, but not in part, at any time, on giving thets than 30 nor more than 60 days’ notice (a
"Tax Redemption Notic€) to the Bondholders (which notice shall be irreable) at the
principal amount thereof, together with interestraed to the date fixed for redemption (the
"Tax Redemption Daté) if the Issuer satisfies the Trustee immediafalipr to the giving of
such notice that (i) it (or, if the Guarantee waBer, the Guarantor) has or will become obliged
to pay additional amounts as provided or refercemh tCondition 10 Taxatior) as a result of any
change in, or amendment to, the laws or regulatiohsThe Netherlands or the Russian
Federation or any political or governmental sukgion or any authority thereof or therein having
power to tax, or any change in the application €ficial interpretation of such laws or
regulations, which change or amendment becomestieEeon or after 16 December 2010 and
(i) such obligation cannot be avoided by the Isqoe the Guarantor, as the case may be) taking
reasonable measures available topipvided thatno Tax Redemption Notice shall be given
earlier than 60 days prior to the earliest datevbich the Issuer (or the Guarantor, as the case
may be) would be obliged to pay such additional ant® were a payment in respect of the
Bonds (or the Guarantee, as the case may be) thenRtior to the publication of any Tax
Redemption Notice pursuant to this paragraph, #sadr shall deliver to the Trustee (x) a
certificate signed by two directors of the Issu@rthe Guarantor, as the case may be) stating that
the obligation referred to in (i) above cannot eided by the Issuer (or the Guarantor, as the
case may be) taking reasonable measures avaitattlarid the Trustee shall be entitled to accept
such certificate as sufficient evidence of thes§atition of the conditions precedent set out in (ii
above, in which event it shall be conclusive amitisig on the Bondholders and (y) an opinion
of independent legal advisers of recognised standmn the effect that the Issuer (or the
Guarantor, as the case may be) has or will becdstiged to pay such additional amounts as a
result of such change or amendment. All Bonds épeet of which any Tax Redemption Notice
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is given under and in accordance with this Conditghall, subject to the next following
paragraph, be redeemed on the date specified mreatice in accordance with this Condition.

If the Issuer gives a Tax Redemption Notice purst@arthis Condition 9(C), each Bondholder
will have the right to elect that his Bond(s) shadit be redeemed and that the provisions of
Condition 10 Taxation) shall not apply in respect of any payment ofri@sé to be made on such
Bond(s) which falls due after the relevant Tax Reggon Date whereupon no additional
amounts shall be payable in respect thereof putdga@ondition 10 Taxatior) in respect of
payments of interest falling due on Interest Paynieies falling after the Tax Redemption Date
and payment of all amounts of such interest on 8afds shall be made subject to the deduction
or withholding of the taxation required to be wighdh or deducted by The Netherlands or the
Russian Federation or any political subdivisiorany authority thereof or therein having power
to tax. To exercise such right, the holder of #levant Bond must complete, sign and deposit at
the specified office of any Agent a duly completet! signed notice of election, in the form for
the time being current, obtainable from the spedifoffice of any Agent together with the
relevant Bonds on or before the day falling 10 darysr to the Tax Redemption Date.

Redemption at the option of Bondholders

The Issuer will, at the option of the holder of aBgnd, redeem such Bond following the
occurrence of a Relevant Event or a De-listing Ewenthe relevant Put Date (as defined below)
at its principal amount, together with interestraed to but excluding the Put Date. To exercise
such option the holder must deposit such Bond waitih Agent together with a duly completed
put notice (a Put Exercise Noticé) in the form obtainable from any of the Agentet tater than
(and excluding) the last day of the Relevant ERariod or the De-listing Event Period, as the
case may be. No Bond so deposited may be withdr@xoept as provided in the Agency
Agreement) without the prior consent of the Issdére 'Put Date" shall be the fourteenth day
after (and excluding) the last day of the Relevawent Period or the fourteenth day after (and
excluding) the date of the De-listing Event Notias,appropriate.

Purchases

The Issuer, the Guarantor or any Subsidiary malyjestito compliance with applicable law at
any time and from time to time purchase Bonds &t aice in the open market or otherwise.
Such Bonds must be surrendered to any Agent faredkation.

Cancellation

All Bonds which are redeemed or converted or pwelaand surrendered to any Agent for
cancellation as provided in Condition 9(E) abovd varthwith be cancelled. Certificates in
respect of all Bonds cancelled will be forwardedtdo the order of the Agent and such Bonds
may not be reissued or resold.

Redemption notice

All notices to Bondholders given by or on behalftbé Issuer pursuant to this Condition will
specify the Conversion Price as at the date ofdlevant notice, the Closing Price of the Shares
as at the latest practicable date prior to the atekpof the notice, the applicable redemption price
of the Bonds, the last day on which Conversion Righay be exercised and the aggregate
principal amount of the Bonds outstanding as atatest practicable date prior to the despatch of
the notice.

Taxation

All payments of principal, interest and Cash Set#at Amount in respect of the Bonds or under the
Guarantee will be made without deduction or witldliveg for or on account of any present or futureetgax
duties, assessments or governmental charges oéveratature imposed, collected, withheld, assessed
levied by or on behalf of The Netherlands or thess?an Federation or any authority thereof or therei
having power to tax, unless deduction or withhaidai such taxes, duties, assessments or governmenta
charges is compelled by law. In that event thads®r the Guarantor (as the case may be) willestib

to Condition 9(C) Redemption, Purchase and Cancellation — Redemfitiotaxation reasons increase

the payment by way of principal, interest or Cadtti8ment Amount, as the case may be, to such
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amount as will result in the receipt by the Bondleo$ of the amounts which would have been received
by them had no such deduction or withholding bessquired, except that no such increased amount shall
be payable in respect of any Bond presented fompay:

(A) by or on behalf of a holder who is subject tels taxes, duties, assessments or governmental
charges in respect of such Bond by reason of higglmonnected with The Netherlands or, in the
case of payments made by the Guarantor, the Rug§®daration otherwise than merely by
holding the Bond or by the receipt of principakeirest or Cash Settlement Amount in respect of
any Bond; or

(B) if the Certificate in respect of such Bond igrendered more than 30 days after the Relevant
Date except to the extent that the holder wouldehaeen entitled to such increased amount on
surrendering the relevant Certificate for paymentte last day of such 30 day period; or

© where such withholding or deduction is imposeda payment to an individual and is required to
be made pursuant to European Council Directive ZBIBC on the taxation of savings income
or any law implementing or complying with, or intwced in order to conform to, such
Directive; or

(D) by or on behalf of a Bondholder who would hdween able to avoid such withholding or
deduction by presenting the relevant Bond to amottgent in a Member State of the European
Union.

For this purpose theRelevant Daté in relation to any Bond means (i) the due date gayment in
respect thereof or (i) (if the full amount of theneys payable on such due date has not beeneddaiv
New York City by the Trustee or the Principal Agemt or prior to such due date) the date on which
notice is duly given to the Bondholders that sudnays have been so received.

References in these Conditions to principal, irtece Cash Settlement Amount in respect of anydBon
shall be deemed also to refer to any increased armethich may be payable under this Condition gr an
undertaking or covenant given in addition therattsubstitution therefor pursuant to the TruseBe

10. Events of Default

The Trustee at its discretion may, and if so retpgem writing by the holders of not less than operter

of the principal amount of the Bonds then outstagdir if so directed by an Extraordinary Resolution
shall (subject to its rights under the Trust Desdbé¢ indemnified and/or secured and/or prefundetsto
satisfaction), give notice to the Issuer that thends are immediately due and repayable if any ef th
following events occurs and is continuing (eactiEvent of Default"):

(a) payment of principal or interest in respectoy of the Bonds is not made within seven Business
Days (in the case of principal) or fourteen BusinBsays (in the case of interest) of when the
same ought to have been paid in accordance wige tBenditions; or

(b) a default is made by the Issuer or the Guaraimahe performance or observance of any
covenant, condition or provision contained in thest Deed, in the Bonds or on its part to be
performed or observed (other than the covenanayotipe principal and interest in respect of any
of the Bonds) and (except where the Trustee oestifi writing that, in its opinion, such default
is not capable of remedy when no such notice agiomed below shall be required) such default
continues for the period of 45 days next followthg service by the Trustee on the Issuer or the
Guarantor of notice requiring such default to beedied; or

(c) any other present or future Indebtedness ofdbeer, the Guarantor or any Principal Subsidiary
becomes due and payable prior to its stated mgtotiterwise than at the option of the Issuer,
the Guarantor, the relevant Principal Subsidiasytfee case may be) or (provided that no event
of default, howsoever described, has occurred)pargon entitled to such Indebtedness, taking
into account any applicable grace perigasivided that either, (i) the individual amount of the
relevant Indebtedness, guarantee or indemnityspeet of which the event mentioned above in
this paragraph (c) has occurred and is continugqupks or exceeds U.S.$50,000,000 or (ii) the
aggregate amount of the relevant Indebtednessagigss and indemnities in respect of which
one or more of the events mentioned above in thiagraph (c) have occurred and is continuing
equals or exceeds U.S.$150,000,000 or, in the afaze amount specified in (i) or (ii) above, its
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(k)

equivalent (as reasonably determined by the Trugteethe basis of the middle spot rate for the
relevant currency against the U.S. Dollar as qudatgany leading bank on the day on which
such calculation is made); or

an effective resolution is passed or an ordexr court of competent jurisdiction is made thad th
Issuer or the Guarantor be wound-up or dissolvidretise than for the purposes of or pursuant
to and followed by a consolidation, amalgamatioeyger or reconstruction the terms of which
shall have previously been approved in writing ey Trustee or by an Extraordinary Resolution
of Bondholders; or

an effective resolution is passed or an ordler court of competent jurisdiction is made for the
winding-up or dissolution of any Principal Subsigiaxcept (i) for the purposes of or pursuant to
and followed by a consolidation or amalgamatiorhvait merger into the Issuer, the Guarantor or
any other Subsidiary (provided such Subsidiary wél a Principal Subsidiary following such
consolidation, amalgamation or merger), (ii) foe fhurposes of or pursuant to and followed by a
consolidation, amalgamation, merger or reconstac{other than as described in (i) above) the
terms of which shall have previously been approwedwriting by the Trustee or by an
Extraordinary Resolution of Bondholders or (iii) tway of a voluntary winding-up or dissolution
and there are surplus assets in any Principal 8ialbgiand such surplus assets attributable to the
Issuer and/or the Guarantor and/or any Princip&isiliary are distributed to the Issuer and/or
the Guarantor and/or any other Subsidiary (providedh Subsidiary will be a Principal
Subsidiary following such consolidation, amalgamator merger); or

an encumbrancer takes possession or a redsie@pointed of the whole or (in the opinion of the
Trustee) a material part of the assets or undewgadd the Issuer, the Guarantor or any Principal
Subsidiary and such possession or appointmenttislisoharged or rescinded within 120 days
thereof (or such longer period as the Trustee maysider appropriate in relation to the
jurisdiction concerned) provided that at all tintkging such period the Issuer, the Guarantor or
such Principal Subsidiary, as the case may begrigesting such possession or appointment in
good faith; or

a distress, execution or seizure before judgdriselevied or enforced upon or sued upon or sued
out against a part of the property of the Issuer,Guarantor or any Principal Subsidiary which is
(in the opinion of the Trustee) material in itseeff upon the operations of the Issuer, the
Guarantor or such Principal Subsidiary (as the caag be) and is not stayed or discharged
within 120 days thereof (or such longer periodhesTrustee may consider appropriate in relation
to the jurisdiction concerned); or

the Issuer, the Guarantor or any Principal &lidos (i) through an official action of the boaod
directors of the Issuer, the Guarantor or suchdipé Subsidiary (as the case may be) announces
its intention not or (ii) is unable to pay all an the opinion of the Trustee) any material part of
its debts as and when they fall due; or

proceedings shall have been initiated agaim& tssuer, the Guarantor or any Principal
Subsidiary for its liquidation, insolvency, banktcy or dissolution under any applicable

bankruptcy, reorganisation or insolvency law andhsiproceedings shall not have been
discharged or stayed within a period of 120 dayss{eh longer period as the Trustee may
consider appropriate in relation to the jurisdintiooncerned) unless, and for so long as, the
Trustee is satisfied that it is being contesteddad faith and diligently; or

the Issuer, the Guarantor or any Principal &liasy shall initiate or consent to proceedings for
its liquidation, insolvency, bankruptcy or dissabmt relating to itself under any applicable
bankruptcy, reorganisation or insolvency law or enakgeneral assignment for the benefit of, or
enter into any general composition with, its crexdif or

a moratorium is agreed or declared in respéeing Indebtedness of the Issuer, the Guarantor or
any Principal Subsidiary or any governmental althoor agency condemns, seizes,
compulsorily purchases, transfers or exproprialiesrgin the opinion of the Trustee) a material
part of the assets, licences or shares of thersthgeGuarantor or any Principal Subsidiary; or
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(m)

the Guarantee is not (or is claimed by the @otor not to be) in full force and effect to atdea
the same extent as at the date of issue of the€Band

any event occurs which under the laws of Théhbldands, the Russian Federation or, in the case
of a Principal Subsidiary, the jurisdiction of fiscorporation (if different), has an analogous
effect to any of the events referred to in paralgsafa) to (k) above,

and, except in the case of (a) above, the Trudtek lsave certified in writing to the Issuer that
the event is, in its opinion, materially prejudidiathe interests of the Bondholders.

Upon any such notice being given to the IssuerBiteds will immediately become due and repayable at
their principal amount together with interest immearto such date.

Upon any such notice being given to the IssuerBihreds will immediately become due and repayable at
the Accreted Principal Amount as at their due dagether with interest incurred to such date.

11.

Undertakings

Whilst any Conversion Right remains exercisable, @uarantor will, save with the approval of an
Extraordinary Resolution or with the prior writtepproval of the Trustee where, in its opinionsinit
materially prejudicial to the interests of the Bbpttlers to give such approval:

@

(b)

other than in connection with a Newco Schenogjssue or pay up any Securities, in either case
by way of capitalisation of profits or reservedyetthan:

0] by the issue of fully paid Shares to Shareh@dend other holders of shares in the
capital of the Issuer which by their terms entitie holders thereof to receive Shares or
other shares or securities on a capitalisatiorrafitg or reserves; or

(ii) by the issue of Shares paid up in full (in adance with applicable law) and issued
wholly, ignoring fractional entitlements, in lied the whole or part of a cash Dividend;
or

(iii) by the issue of fully paid equity share capifother than Shares) to the holders of equity
share capital of the same class and other holdesisanes in the capital of the Guarantor
which by their terms entitle the holders thereofdceive equity share capital (other than
Shares); or

(iv) by the issue of Shares or any equity sharétalaip, or for the benefit of, any employee
or former employee, director or executive holdingarmerly holding executive office
of the Guarantor or any of its Subsidiaries or asgociated company or any personal
service company of any such person or to trusteesminees to be held for the benefit
of any such person, in any such case pursuant éongfoyee, director or executive share
or option scheme whether for all employees, dimsctor executives or any one or more
of them,

unless, in any such case, the same constitutesideDd or is otherwise taken into account for
the purposes of determining whether an adjustntenild be made to the Conversion Price; or

not modify the rights attaching to the Sharéth wespect to voting, dividends or liquidation nor
issue any other class of equity share capital segrany rights which are more favourable than
the rights attaching to the Shares but so thatimgtin this Condition 12(b) shall prevent:

0] any consolidation, reclassification or subdieisof the Shares; or

(ii) any modification of such rights which is nan, the opinion of an Independent Financial
Adviser, materially prejudicial to the intereststioé holders of the Bonds; or

(iii) any issue of equity share capital where tbgue of such equity share capital results, or
would, but for the provisions of Condition 7(C){xifelating to the roundings and
minimum adjustments or the carry forward of adjustis or, where comprising Shares,
the fact that the consideration per Share recedvitdrefore is at least 95 per cent. of the
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(d)

(e)

Current Market Price per Share, otherwise resnltan adjustment to the Conversion
Price; or

(iv) any issue of equity share capital or modificatof rights attaching to the Shares, where
prior thereto the Guarantor shall have instructedralependent Financial Adviser to
determine in good faith what (if any) adjustmerit®wdd be made to the Conversion
Price as being fair and reasonable to take acctuwseof and such Independent
Financial Adviser shall have determined either thaiadjustment is required or that an
adjustment resulting in a decrease in the ConveBiice is required and, if so, the new
Conversion Price as a result thereof and the hggis which such adjustment is to be
made and, in any such case, the date on whichdjustment shall take effect (and so
that the adjustment shall be made and shall tefketedccordingly);

procure that no Securities (whether issuedhieyl$suer, the Guarantor or any Subsidiary of the
Guarantor or procured by the Issuer or the Guaramt@ny Subsidiary of the Guarantor to be
issued or issued by any other person pursuant yoaarangement with the Issuer or the
Guarantor or any Subsidiary of the Guarantor) idsuighout rights to convert into, or exchange
or subscribe for, Shares shall subsequently beteptasuch rights exercisable at a consideration
per Share which is less than 95 per cent. of thee@t Market Price per Share at the close of
business on the last dealing day preceding the dfathe first public announcement of the
proposed inclusion of such rights unless the samesgise (or would, but for the provisions of
Condition 7(C)(xii) relating to the roundings orrgaforward of adjustments, give rise) to an
adjustment to the Conversion Price and that aime shall there be in issue Shares of differing
nominal values, save where such Shares have the elmonomic rights;

not make any issue, grant or distribution detany action, and shall procure that no action is
taken, that would otherwise result in an adjustmtnthe Conversion Price to below any

minimum level permitted by applicable laws or redigdns or that would otherwise result in the

Shares to be issued and represented by ADRs telherdd on exercise of Conversion Rights

not being able to be lawfully issued and fully paid

not reduce its issued share capital, shareipreraccount, or any uncalled liability in respect
thereof, or any non-distributable reserves, except:

@) pursuant to the terms of issue of the relewatre capital; or

(ii) by means of a purchase or redemption of slamgtal of the Guarantor to the extent
permitted by applicable law; or

(iii) by way of transfer to reserves or share ptamias permitted under applicable law; or
(iv) where the reduction does not involve any disition of assets; or

(v) solely in relation to a change in currency ihigh the nominal value of the Shares is
expressed; or

(vi) to create distributable reserves; or
(vii)  as may be required pursuant to U.S. GAAP; or

(viii)  where the reduction is permitted by appliablaw and the Trustee is advised in writing
by an Independent Financial Adviser, acting as apes, that the interests of the
Bondholders will not be materially prejudiced bykueduction; or

(ix) where the reduction is permitted by applicalsle and results in (or would, but for the
provisions of Condition 7(C)(xii) relating to theounding or carry forward of
adjustments, result in) an adjustment to the CaioerPrice or is otherwise taken into
account for the purposes of determining whetheh st adjustment should be made,
provided that, without prejudice to the other psbmms of these Conditions, the
Guarantor may exercise such rights as they may fiora to time enjoy pursuant to
applicable law to purchase, redeem or buy bacKliares and any depositary or other
receipts or certificates representing Shares wittt@iconsent of Bondholders;
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) if any offer is made to all (or as nearly asyni#e practicable all) Shareholders (or all (or as
nearly as may be practicable all) Shareholdersr dtta the offeror and/or any associates of the
offeror) to acquire the whole or any part of theuisd Shares or the ADRs, or if any person
proposes a scheme with regard to such acquisigime, notice of such offer or scheme to the
Bondholders at the same time as any notice thaésesént to the Shareholders (or as soon as
practicable thereafter) that details concerninghsoifer or scheme may be obtained from the
specified offices of the Agents and, where sucbféer or scheme has been recommended by the
board of directors of the Guarantor, or where saohoffer has become or been declared
unconditional in all respects or such scheme haerhe effective, use its reasonable endeavours
to procure that a like or substantially like offerscheme is extended to the holders of any ADRs
issued during the period of the offer or schemsirgi out of the exercise of the Conversion
Rights by the Bondholders and that an appropriatefair offer is made in respect of the Bonds;

(9) in the event of a Newco Scheme, the Guaraht@it take (or shall procure that there is takeh) al
necessary action to ensure that (to the satisfactidhe Trustee) immediately after completion
of the scheme of arrangement, at its option, eitAgNewco is substituted under the Bonds and
the Trust Deed as principal obligor in place of tksuer (with the Guarantor providing a
guarantee) subject to and as provided in the Dasd; or (b) Newco becomes a guarantor under
the Bonds and the Trust Deed (jointly and sevenalthh the Guarantor) and, in either case, that
(i) such amendments are made to these ConditichshenTrust Deed as are necessary to ensure
that the Bonds may be converted into or exchangearfinary shares in Newco or depositary
receipts representing such ordinary shares mutatigndis in accordance with and subject to
these Conditions and the Trust Deed and (ii) reaislenendeavours are taken to procure that the
ordinary shares of Newco and such depositary resaig:

0] admitted to the Relevant Stock Exchange; or

(i) admitted to listing on another regulated, riegly operating, recognised stock exchange
or securities market;

(h) use all reasonable endeavours to ensure thaAltRs continue to be admitted to listing on the
Official List of the UK Listing Authority and to &ding on the regulated market of the London
Stock Exchange, or on another regulated markeetsrdined by the Guarantor;

0] use all reasonable endeavours to maintain tBR Aacility in accordance with the Deposit
Agreement such that ADRs can be delivered as amhwdquired to satisfy Conversion Rights;

0] use all reasonable endeavours to maintainlatnaés for so long as any of the Bonds remains
outstanding, a "block listing" on the London Stdekchange of a sufficient number of ADRs to
enable all ADRs that may be issued on conversiom@®Bonds and on the exercise of all other
rights of subscription, conversion or exchangehg¢admitted, on issue, to listing on the London
Stock Exchange without any other formality or regoient (other than of a purely administrative
nature), including the obligation to publish a grestus pursuant to the Listing Rules of the UK
Listing Authority.

Each of the Issuer and the Guarantor has underiakitre Trust Deed to deliver to the Trustee arlgual
and at other times at the request of the Trustemtidicate that there has not occurred an Evemefault
or Potential Event of Default since the date ofltis# such certificate or if such event has ocalie® to
the details of such event. The Trustee will betkentito rely on such certificate and shall not béged to
monitor compliance by the Issuer or the Guarantotis the undertakings set forth in this Conditic®, 1
nor be liable to any person for not so doing.

12. Prescription

Claims against the Issuer for payment of princigadl interest in respect of the Bonds will become
prescribed unless made within 10 years (in the chgeincipal) and five years (in the case of intd)
from the relevant date for payment in respect thfere

13. Enforcement

At any time after the Bonds become due and paydbée,Trustee may, at its discretion and without
further notice, institute such proceedings agatihstIssuer and/or the Guarantor as it may thinkofit
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enforce the terms of the Trust Deed and the Bowtiether by arbitration pursuant to the Trust Deed o
by litigation), but it need not take any such pemtiegs unless (a) it shall have been so directedrby
Extraordinary Resolution or so requested in writimg Bondholders holding at least one-quarter in
principal amount of the Bonds outstanding and (Ishall have been indemnified and/or secured and/or
prefunded to its satisfaction. No Bondholder magcped directly against the Issuer or the Guarantor
unless the Trustee, having become bound so to @dodails to do so within a reasonable time andsuc
failure is continuing.

14.

(A)

(B)

Meetings of Bondholders, Modification and Waiver; Sibstitution
Meetings of Bondholders

The Trust Deed contains provisions for conveningtings of Bondholders to consider matters
affecting their interests, including the sanctignby Extraordinary Resolution of a modification
of any of these Conditions or any provisions of Thest Deed. Such a meeting may be convened
by the Issuer, the Guarantor or the Trustee aniil sbaonvened by the Trustee (subject to its
being indemnified and/or secured and/or prefundeidstsatisfaction) if requested in writing by
Bondholders holding not less than 10 per cent.aminal amount of the Bonds for the time
being outstanding. The quorum for any meeting coedeto consider an Extraordinary
Resolution will be two or more persons holding epresenting a clear majority in principal
amount of the Bonds for the time being outstandary] to vote on a resolution other than an
Extraordinary Resolution will be two or more persdiolding or representing not less than 10
per cent. in principal amount of the Bonds for time being outstanding, or at any adjourned
meeting two or more persons being or representimgdBolders whatever the principal amount
of the Bonds held or represented, unless the besiobsuch meeting includes consideration of
proposalsjnter alia, (i) to modify the maturity of the Bonds or thetek on which interest is
payable in respect of the Bonds, (ii) to reduceamcel the nominal amount, or interest on, the
Bonds or to reduce the amount payable on redempfitine Bonds, (iii) to modify or cancel the
Conversion Rights, other than pursuant to or assaltr of any amendments to these Conditions
and the Trust Deed made pursuant to the provisioiCandition 12(g) (Newco Scheme
Modification" ), (iv) to increase the Conversion Price other tlanaccordance with these
Conditions or pursuant is a Newco Scheme Modiftegti(v) to change the currency of any
payment in respect of the Bonds, (vi) to changegihverning law of the Bonds, the Trust Deed,
a Deed of Guarantee, or the Agency Agreement (dtier in the case of a substitution of the
Issuer (or any previous substitute or substitutesler Condition 15(C)), (vii) to modify or cancel
the Guarantee or (viii) to modify the provisionsicerning the quorum required at any meeting
of Bondholders or the majority required to passEatraordinary Resolution, in which case the
necessary quorum will be two or more persons hgldinrepresenting not less than 75 per cent.,
or at any adjourned meeting not less than 25 petr,de principal amount of the Bonds for the
time being outstanding. Any Extraordinary Resolutiduly passed shall be binding on
Bondholders (whether or not they were present atriteeting at which such resolution was
passed). A written resolution signed by or on Kfedfehe holders of not less than 90 per cent. of
the aggregate principal amount of Bonds outstandimgl be as valid and effective as a duly
passed Extraordinary Resolution.

No consent or approval of Bondholders shall beiregun connection with any Newco Scheme
Modification..

Modification

The Trustee may agree, without the consent of tredBolders, to (i) any modification of any of
the provisions of the Trust Deed, any trust degupmental to the Trust Deed, the Agency
Agreement, any agreement supplemental to the Agehgseement, the Bonds or these
Conditions which in the Trustee’s opinion is ofaarhal, minor or technical nature or to comply
with mandatory provisions of law or is made to eotra manifest error, and (ii) any other
modification to the Trust Deed, any trust deed $eippntal to the Trust Deed, the Agency
Agreement, any agreement supplemental to the Agehgseement, the Bonds or these
Conditions (except as mentioned in the Trust Deadyl any waiver or authorisation of any
breach or proposed breach, of any of the provisiohshe Trust Deed, any trust deed
supplemental to the Trust Deed, the Agency Agre¢memy agreement supplemental to the
Agency Agreement, the Bond or these Conditions kvl in the opinion of the Trustee, not
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(©)

15.

materially prejudicial to the interests of the Bonftlers. The Trustee may, without the consent
of the Bondholders, determine any Event of Defaukh Potential Event of Default (as defined in
the Trust Deed) should not be treated as such,gedvhat in the opinion of the Trustee, the
interests of Bondholders will not be materially jndiced thereby. Any such modification,
authorisation or waiver shall be binding on the 8uwwiders and, if the Trustee so requires, such
modification shall be notified to the Bondholdenompptly in accordance with Condition 18
(Notices.

Substitution

The Trustee may, without the consent of the Borars, agree with the Issuer and the
Guarantor as provided in, and for the purpose€ofidition 12(g) to the substitution in place of
the Issuer (or any previous substitute or subsstuinder this Condition) as the principal debtor
under the Bonds and the Trust Deed of any Subgidiathe Guarantor subject to (a) the Bonds
continuing to be unconditionally and irrevocablyaganteed by the Guarantor, and (b) the Bonds
continuing to be convertible or exchangeable inR& as provided in these Conditions mutatis
mutandis as provided in these Conditions, with saictendments as the Trustee shall consider
appropriate provided that in any such case cedanditions set out in the Trust Deed have been
complied with. In the case of such a substitutiom Trustee may agree, without the consent of
the Bondholders, to a change of the law goverriiegonds and/or the Trust Deed provided that
such change would not in the opinion of the Trusteanaterially prejudicial to the interests of
the Bondholders. Any such substitution shall belisig on the Bondholders and shall be notified
promptly to the Bondholders. By subscribing to, @idqg or otherwise purchasing the Bonds,
the holders of the Bonds are expressly deemedu® tansented to the substitution of the Issuer
by a new issuer and to the release of the Issoen iny and all obligations in respect of the
Bonds and all relevant agreements and are exprdsslyed to have accepted such substitution
and the consequences thereof.

Entitlement of the Trustee

In connection with the exercise of its functionsc(uding but not limited to those referred to in
this Condition) the Trustee shall have regard witterests of the Bondholders as a class and, in
particular but without limitation, shall not havegard to the consequences of the exercise of its
trusts, powers or discretions for individual Bonlitess resulting from their being for any
purpose domiciled or resident in, or otherwise emted with, or subject to the jurisdiction of,
any particular territory, and the Trustee shall lo@tentitled to require, nor shall any Bondholder
be entitled to claim, from the Issuer or the Guemanr any other person any indemnification or
payment in respect of any tax consequence of atty exercise upon individual Bondholders.

Replacement of Certificates

If any certificate is mutilated, defaced, destrgystdlen or lost, it may be replaced at the spedibiffice

of the Registrar upon payment by the claimant chstosts as may be incurred in connection therewith
and on such terms as to evidence and indemnitjhe@dssuer and/or the Guarantor may reasonably
require. Mutilated or defaced Certificates mussbeendered before replacements will be issued.

16.

Agents

The names of the initial Agents and Registrar &edf tspecified offices are set out below. Theéssand
the Guarantor reserve the right, subject to ther prritten approval of the Trustee, at any time/aoy or
terminate the appointment of any Agent or the Regisand to appoint additional or other Agents or
Registrarsprovided thatit will maintain (i) a Principal Agent, (i) a Regrar and (iii) Agents having
specified offices in at least two major financiehtres in Europe approved by the Trustee whicthorsp

as the Bonds are listed on the Official List of Eieancial Services Authority in its capacity asmetent
authority under the Financial Services and Markets2000 (the Official List ") and admitted to trading
on the professional securities market of the Lon8tock Exchange and the rules so require, shall be
London and (iv) an Agent with a specified office anEuropean Union member state that will not be
obliged to withhold or deduct tax pursuant to E@ap Council Directive 2003/48/EC on the taxation of
savings income or any law implementing or complyiith, or introduced in order to conform to, such
Directive. Notice of any such termination or apypnient and of any change in the specified offices o
the Principal Agent, the Registrar or any Agent bd given promptly by the Issuer to Bondholders.
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17. Notices

All notices to Bondholders shall be validly givdnmailed to them at their respective addressesién t
register of Bondholders maintained by the Registfary such notice shall be deemed to have beengiv
on the seventh day after being so mailed.

So long as the Bonds are represented by a Globdificate which is held on behalf of Euroclear,
Clearstream, Luxembourg or any other clearing systan "Alternative Clearing System"), notices to
holders of Bonds represented by the Global Cedtiianay be given by delivery of the relevant ndtice

Euroclear, Clearstream, Luxembourg or (as the aasg be) such Alternative Clearing System.

18. Indemnification

The Trust Deed contains provisions for the indeioaifon of the Trustee and for its relief from
responsibility. The Trustee is entitled to entéoibusiness transactions with the Issuer, the Gtarand
any entity related to the Issuer or the Guaranttihout accounting for any profit. The Trustee malyr
without liability to Bondholders on any report, diomation or certificate or any advice of the A,

the Chief Accountant of the Guarantor, or any expensidered by the Trustee to be of good repute,
whether or not addressed to the Trustee and whetheot liability in relation thereto is limited by
reference to a monetary cap, methodology or ottserwi

19. Further Issues

The Issuer may from time to time without the consgfrthe Bondholders create and issue further notes
bonds or debentures either having the same terche@mditions in all respects as the outstandingsjot
bonds or debentures of any series (including thedBp(or in all respects except for the first pagre
interest on them) and so that such further issadl bl consolidated and form a single series wlith t
outstanding notes, bonds or debentures of anysséreluding the Bonds) or upon such terms as to
interest, conversion, redemption and otherwisd@ddsuer may determine at the time of their isuey
further notes, bonds or debentures forming a siggtes with the outstanding notes, bonds or debest

of any series (including the Bonds) constitutedhi®y/ Trust Deed or any deed supplemental to it shad

any other notes, bonds or debentures may with tmsent of the Trustee, be constituted by a deed
supplemental to the Trust Deed. The Trust Deedadws provisions for convening a single meeting of
the Bondholders and the holders of notes, bondiebentures of other series in certain circumstances
where the Trustee so decides.

20. Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any terroondition of the Bonds under the Contracts (Righ
of Third Parties) Act 1999.

21. Arbitration
(A) LCIA Rules

Subject to Condition 22(c), any dispute or differerof whatever nature howsoever arising between the
Issuer or, as the case may be, the Guarantor anBa@rdholder (subject to Condition 1Br{forcemen))
under, out of or in connection with the Bonds @& Guarantee (including a dispute or differenceodhé
breach, existence, termination or validity of thenBs or the Trust Deed or the Guarantee and any non
contractual obligations arising out of or in cont@t with any of them) (each a Dispute) shall (relgss

of the nature of the Dispute) be referred to andlly settled by arbitration in accordance with L&A
Rules (the Rules') as at present in force (which Rules are deeroduktincorporated by reference into
this Condition 22(a)) by a panel of three arbitratappointed in accordance with the Rules. Howewer
the extent that any nationality provisions of theld® are applicable to the appointment of arbitgato
they should not be applied.

(B) Seat of Arbitration

The seat of arbitration shall be London, Englartte Procedural law of any reference to arbitratiloalls
be English law. The language of the arbitrationlisha English. The appointing authority for the
purposes set forth in the Rules shall be the LCOAI€ Any award given by the arbitrator shall beafi
and binding on the parties to the Dispute and d$ielh lieu of any other remedy.
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© Litigation

The Issuer and the Guarantor each hereby irrevpeaysees for the benefit of each of the Trusteethed
Bondholders that (i) before the giving of the netiof arbitration pursuant to the Rules or (ii) liet
Trustee or the Bondholders (as the case may bejveea notice of arbitration from the Issuer orflzes
case may be, the Guarantor, within 14 days of péa#fi such notice of arbitration, the Trustee @& th
relevant Bondholder(s) (as the case may be antheirase of the Bondholders, subject to Conditibn 1
(Enforcemen)) may elect, by notice in writing to the Issuey @s the case may be, the Guarantor, that the
Dispute be resolved by litigation and not by adiitn.

22. Governing Law, Jurisdiction, Consent to Enforcementand Waiver of Immunity
(A) Governing law

The Bonds (including for the avoidance of doubt ditban 22 @Arbitration)), the Trust Deed and any
non-contractual obligations arising out of or impection with any one of them are governed by, and
shall be construed in accordance with, English law.

(B) Jurisdiction

Subject to Condition 22A¢bitration), the courts of England are to have jurisdictiorséttle any disputes
which may arise out of or in connection with thenBls or the Trust Deed and accordingly any legal
action or proceedings arising out of or in conr@ttiith the Bonds or the Trust DeedP(bceeding$)
may be brought in such courts and any final anctlosive judgment in any Proceedings brought in the
courts of England shall be conclusive and binding anay be enforced in the courts of any other
jurisdiction. Each of the Issuer and the Guarahias in the Trust Deed irrevocably submitted to the
jurisdiction of such courts and waives any objettio Proceedings in such courts whether on thengrou
of venue or on the ground that the Proceedings tmeen brought in an inconvenient forum. These
submissions are made for the benefit of each oBitvedholders and shall not limit the right of arfy o
them to take Proceedings in any other court of aerg jurisdiction nor shall the taking of Proceep

in one or more jurisdictions preclude the taking Ryfoceedings in any other jurisdiction (whether
concurrently or not).

(B) Agent for Service of Process

Each of the Issuer and the Guarantor has appoint#¢€OIL Accounting & Finance Limited at its
registered office (being, at the date hereof, RaauRoint, 11 Hartfield Crescent, London SW19 3RL,
England) as its agent in England to receive serdteprocess in any Proceedings in England in
connection with the Bonds or the Trust Deed.

(D) Consent to enforcement etc.

The Issuer and the Guarantor consent generallgsipect of any Proceedings or Disputes to the gigfng
any relief or the issue of any process in connaatidh such Proceedings or Disputes including (auith
limitation) the making, enforcement or executiomiagt any property whatsoever (irrespective ofige

or intended use) of any judgment or award which b&ynade or given in such Proceedings or Disputes.

(E) Waiver of immunity

To the extent that either the Issuer or the Guaranty in any jurisdiction claim for itself or itssets or
revenues immunity from suit, execution, attachniemtether in aid of execution, before the making of
judgment or an award or otherwise) or other legat@ss including in relation to the enforcemenaiof
arbitration award and to the extent that such imitgumhether or not claimed) may be attributed iy a
such jurisdiction to the Issuer, the Guarantorhmirtrespective assets or revenues, the Issuethend
Guarantor agree not to claim and irrevocably waueh immunity to the full extent permitted by the
laws of such jurisdiction.

23. Definitions

In these Conditions, the following terms shall h#we following meanings:

-70 -



"business day means, in relation to any place, a day (othenthaSaturday or Sunday) on which
commercial banks and foreign exchange marketsererglly open for business in that place.

"Cash Settlement Amourit means, in respect of any particular exercise @oaversion Right by a
Bondholder, an amount calculated in accordance tivétfollowing formula:

N
CSA:Z%XSX Pn

n=1
where:
CSA = The Cash Settlement Amount
S = The number of ADRs determined by dividing thegregate principal amount of the

Bonds to be converted by the Conversion Pricefiacebn the relevant Conversion Date, or if theiéss
shall have elected to deliver a combination of AD¥Rsl the Cash Settlement Amount, such number of
ADRs determined as foresaid minus the number of AD&R be delivered in respect of the relevant
conversion (and, if necessary, rounding the ragyitiumber to five decimal places, with 0.00000%bei
rounded up);

Pn = The Volume Weighted Average Price of an ADR ba hth dealing day of the Cash
Settlement Calculation Period;

N = 20, being the number of dealing days in the CGettlement Calculation Period,

provided thatif any Dividend or other entitlement in respectloé Shares is announced on or prior to the
relevant Conversion Date in circumstances wheredberd date in respect of the ADRs for, or othez d
date for the establishment of entitlement of hddefr ADRs to, such Dividend or other entitiemeralsh
be on or after the relevant Conversion Date aich isuch dealing day in the Cash Settlement Caloulat
Period the price determined as provided above ssdan a price per ADR ex-Dividend or ex-any other
entitlement, then such price shall be increasedrbgmount equal to the Fair Market Value of anyhsuc
Dividend or other entitlement per ADR as at theedaftthe first public announcement of such Dividend
or entitlement (or, if that is not a dealing ddye immediately preceding dealing day) , where taie F
Market Value of any such Dividend or entitlementtianslated into the Relevant Currency at the
Prevailing Rate on such dealing day.

"Capital Stock' means, with respect to any person, any and afesh interests, rights to purchase,
warrants, options, participations or other equintdghowever designated, whether voting or nongdtin
of such person’s equity, including any preferrextktof such person and depositary receipts reptiegen
such equity, whether now outstanding or issued &fie Closing Date, including without limitationl] a
series and classes of such Capital Stock but exguahy debt securities convertible into such Gapit
Stock.

"Cash Settlement Calculation Periodl means the period of 20 consecutive dealing daysneencing
on the dealing day following the date of the Castil@ment Election Notice.

"Closing Daté' means 16 December 2010.

"Current Market Price" means, in respect of a Share at a particular, dhte average of the daily
Volume Weighted Average Price of an ADR on eaclheften consecutive dealing days (in the case of
calculations relating to Dividends pursuant to Gtiad 7(C)(iii) (Conversion — Distribution} or five
consecutive dealing days (in each other case) gratirthe dealing day immediately preceding suck dat
(translated, if not in the Relevant Currency, ittie Relevant Currency at the Prevailing Rate fahea
such dealing day and divided by the number of Shegpresented by an ADR on the relevant dealing
date); provided that if at any time during the diwve or ten-dealing-day period, as the case maythee
Volume Weighted Average Price shall have been based price ex-Dividend (or ex- any other
entittement) and during some other part of thaiggethe Volume Weighted Average Price shall have
been based on a price cum-Dividend (or cum- angrathtitiement), then:

(a) if the Shares to be issued or transferred @elidvered do not rank for the Dividend (or
entitlement) in question, the Volume Weighted Agerdrice on the dealing days on which the
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(b)

Shares shall have been based on a price cum-Divi(@ncum- any other entitlement) shall for
the purpose of this definition be deemed to beatheunt thereof reduced by an amount equal to
the Fair Market Value of any such Dividend or datitent per Share as at the date of first public
announcement of such Dividend (or entitlement)ng auch case, determined on a gross basis
and disregarding any withholding or deduction reggiito be made on account of tax and
disregarding any associated tax credit; or

if the Shares to be issued or transferred afigeted do rank for the Dividend (or entitlemeint)
guestion, the Volume Weighted Average Price ondéaling days on which the Shares shall
have been based on a price ex-Dividend (or ex-ahgr entittement) shall for the purpose of
this definition be deemed to be the amount themeafeased by an amount equal to the Fair
Market Value of any such Dividend or entitlement [@hare as at the date of first public
announcement of such Dividend (or entitlement)ng auch case, determined on a gross basis
and disregarding any withholding or deduction reggiito be made on account of tax and
disregarding any associated tax credit,

and provided further that if on each of the saie for ten dealing days, as the case may be, the
Volume Weighted Average Price shall have been based price cum-Dividend (or cum- any
other entitlement) in respect of a Dividend (orestlentittement) which has been declared or
announced but the Shares to be issued or trangfane: delivered do not rank for that Dividend
(or other entitlement) the Volume Weighted Averdyé&ce on each of such dates shall for the
purposes of this definition be deemed to be theusmtihereof reduced by an amount equal to the
Fair Market Value of any such Dividend or entitlerthper Share as at the date of the first public
announcement of such Dividend or entitlement in sush case, determined on a gross basis and
disregarding any withholding or deduction required be made on account of tax and
disregarding any associated tax credit, and pravifigther that, if the Volume Weighted
Average Price of a Share is not available on onmane of the said five or ten dealing days, as
the case may be, (disregarding for this purposetbeiso to the definition of Volume Weighted
Average Price), then the average of such Volumegtited Average Prices which are available
in that five or ten-dealing-day period, as the aasg be, shall be used (subject to a minimum of
two such prices) and if only one, or no, such Vauieighted Average Price is available in the
relevant period the Current Market Price shall béednined in good faith by an Independent
Financial Adviser.

"dealing day' means a day on which the Relevant Stock Exchargeelevant stock exchange or

securities market is open for business and on wtietBonds, ADRs, Securities or Spin-Off Securities
(as the case may be) may be dealt in (other thdayan which the Relevant Stock Exchange or relevan
stock exchange or securities market is scheduleat toes close prior to its regular weekday closing

time).

"De-Listing Event " means the occurrence of either of the following:

0] the ADRs at any time cease to be admitted $tiny on the Official List of the UK
Listing Authority and to trading on the regulatednket of the London Stock Exchange
(or if the ADRs have been admitted to listing aratding on another EEA regulated
market in place of (and not in addition to) the Hon Stock Exchange, have ceased to
be admitted to listing and trading on such EEA faga market), save that the
movement of listing from the Official List of thekUListing Authority and to trading on
the EEA regulated market of the London Stock Exgeato another EEA regulated
market in accordance with the Trust Deed and Cmmdit2 (Undertaking$ shall not
constitute a De-listing Event; or

(ii) trading of the ADRs on the EEA regulated metriof the London Stock Exchange (or
any such other EEA regulated market on which th&RARre at the relevant time listed
and admitted to trading in place of (and not iniadkl to) the London Stock Exchange)
is suspended for a period of 10 consecutive dealmg or more or, in circumstances
where such suspension is requested by the Guarentonnection with a corporate
reorganisation, a period of 60 consecutive dealengs.

"De-listing Event Period" means the period commencing on the date on whidé-ksting Event occurs
and ending 60 calendar days following such datéf ¢mfer, 60 days following the date on which a-De
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listing Event Notice is given as required by Coiudit7(E) or, in any such case, if that is not alidga
day, the next following dealing day.

"Domestic Relevant Indebtednessneans any Relevant Indebtedness which is dendedrend payable

in roubles, is not quoted, listed or ordinarily léa or traded on any stock exchange, over thentayuor
other recognised securities market outside the iRudsederation and which on issue was placed only
with investors within the Russian Federation.

"Dividend" means any dividend or distribution to Sharehadgncluding a Spin-Off) whether of cash,
assets or other property, and however describedwdredher payable out of share premium account,
profits, retained earnings or any other capitatemenue reserve or account, and including a digicb

or payment to holders upon or in connection witlmeduction of capital (and for these purposes a
distribution of assets includes without limitatian issue of Shares, ADRs or other Securities eedit
fully or partly paid up by way of capitalisation pfofits or reserves) provided that:

@)

(b)
(©

(d)

where a Dividend in cash is announced whidb ise, or may at the election of a Shareholder or
Shareholders be, satisfied by the issue or deligéShares or other property or assets, or where
a capitalisation of profits or reserves is annodnetich is to be, or may at the election of a

Shareholder or Shareholders be, satisfied by tgemeat of cash, then the Dividend in question

shall be treated as a Cash Dividend of the greditan amount equal to (i) such cash amount and
(ii) the Current Market Price of such Shares orttescase may be, Fair Market Value of such

other property or assets (as at the date of tls¢ fiublic announcement of such Dividend or

capitalisation (as the case may be) or if latee tlate on which the number of Shares (or
Securities or amount of property or assets, aschdege may be) which may be issued or

transferred and delivered is determined);

any issue of Shares falling within ConditiorC)(ii) shall be disregarded;

a purchase or redemption or buy back of SharésDRs by the Guarantor or any Subsidiary of
the Guarantor shall not constitute a Dividend wl#®e weighted average price per Share or
ADR (before expenses) on any one day (a "Spec8ieate Day") in respect of such purchases or
redemptions or buy backs (translate, if not inRedevant Currency, into the Relevant Currency
at the Prevailing Rate) on such day exceeds by tihame 5 per cent. the average of the closing
prices of the Shares or the ADRs, as the case reayr the Relevant Stock Exchange (as
published by or derived from the Relevant Stockhaxge) on the ten dealing days immediately
preceding the Specified Share Day or, where anwmement (excluding, for the avoidance of
doubt for these purposes, any general authoritysfmh purchases, redemptions or buy backs
approved by a general meeting of Shareholders grraice convening such a meeting of
Shareholders) has been made of the intention twhpse, redeem or buy back Shares or ADRs at
some future date at a specified price, on the &aling days immediately preceding the date of
such announcement, in which case such purchasempgmbn or buy back shall be deemed to
constitute a Dividend in the Relevant Currencyti® éxtent that the aggregate price paid (before
expenses) in respect of such Shares or ADRs, asademay be, purchased, redeemed or bought
back by the Issuer or, as the case may be, ang &ubsidiaries (translated where appropriate
into the Relevant Currency as provided above) esebe product of (i) 105 per cent. of the
average closing price of the Shares or ADRs, asdke may be, determined as aforesaid and (ii)
the number of Shares or ADRs, as the case mayh®jrshased, redeemed or bought back (and
for the purpose of this paragraph (c), the clogirige of a Share on any day shall be the closing
price of an ADR on such day on the Relevant StoothBnge (as published by or derived from
the Relevant Stock Exchange), divided by the nunob&hares represented by an ADR on such
day and translated, if not in the Relevant Curreiatp the Relevant Currency at the Prevailing
Rate); and

if the Guarantor or any of its Subsidiarieslsparchase, redeem or buy back any depositary or
other receipts or certificates representing Shésteer than ADRS), the provisions of paragraph
(c) shall be applied in respect thereof in such mearand with such modifications (if any) as
shall be determined by an Independent Financialigey

"equity share capital' means, in relation to any entity, its issued shzapital excluding any part of that
capital which, does not carry any right (other thésting Rights in accordance with applicable law) t
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participate beyond a specific preferential dividemght and/or a specific preferential amount in the
capital of such entity on redemption or on a ligtion.

"Fair Market Value" means, with respect to any property on any ddue,fair market value of that
property as determined in good faith by an Independrinancial Adviser provided that (i) the Fair
Market Value of a Cash Dividend shall be the amairguch Cash Dividend; (ii) the Fair Market Value
of any other cash amount shall be the amount df sash; (iii) where Securities, Spin-Off Securities
options, warrants or other rights are publicly éddn a market of adequate liquidity (as determiimed
good faith by an Independent Financial Adviserg, Hair Market Value (a) of such Securities or Spfihi-
Securities shall equal the arithmetic mean of tladydVolume Weighted Average Prices of such
Securities or Spin-Off Securities and (b) of sugdtians, warrants or other rights shall equal the
arithmetic mean of the daily closing prices of soglions, warrants or other rights, in the casbath (a)
and (b) during the period of five dealing days ba televant market commencing on such date (or, if
later, the first such dealing day such Securitgsn-Off Securities, options, warrants or othehtigare
publicly traded) or such shorter period as suctuBies, Spin-Off Securities, options, warrantsother
rights are publicly traded; (iv) where Securiti8pin-Off Securities, options, warrants or othehtigare
not publicly traded (as aforesaid), the Fair MaMXatue of such Securities, Spin-Off Securities,ians,
warrants or other rights shall be determined indgtaith by an Independent Financial Adviser, on the
basis of a commonly accepted market valuation niettmal taking account of such factors as it consider
appropriate, including the market price per ADRe thividend yield of a Share, the volatility of such
market price, prevailing interest rates and thengeiof such Securities, Spin-Off Securities, options
warrants or other rights, including as to the explate and exercise price (if any) thereof. Suclouwnts
shall in the case of (i), be translated into thdeRRant Currency (if declared or paid or payableain
currency other than the Relevant Currency) at éte of exchange used to determine the amount payabl
to Shareholders who were paid or are to be paidrerentitled to be paid the Cash Dividend in the
Relevant Currency; and in any other case, shalldeslated into the Relevant Currency (if expressea
currency other than the Relevant Currency) at tledlling Rate on that date. In addition, in theecaf

(i) and (ii), the Fair Market Value shall be detémad on a gross basis and any withholding or déoluct
required to be made on account of tax and any &teddax credit shall be disregarded.

"Group" means the companies which are consolidated inntbst recent accounts of the Guarantor
prepared in accordance with US GAAP.

"Indebtednes$ means, in respect of any Person, any indebtedfassor in respect of, moneys
borrowed; any amount raised by acceptance undecrujt facility; any amount raised pursuant to any
note purchase facility or the issue of bonds, nalebentures, loan stock or any similar instrumany;
amount raised pursuant to any issue of shares wdriehexpressed to be redeemable; any amount of
money raised under any other transaction (includimg forward sale or purchase agreement) having the
commercial effect of a borrowing; the amount of dabpility in respect of a capital lease that woald
that time be required to be capitalised on a ba&ai®et in accordance with U.S. GAAP and (without
double counting) the amount of any liability in pest of any guarantee or indemnity (whether onfbr o
balance sheet) for any of the items referred toveb@rovided that, for the avoidance of doubt,
Indebtedness shall not include moneys raised byofiétye issue of share capital (whether or notcish
consideration and excluding shares which are espte$o be redeemable) and any premium on such
share capital; and provided further that Indebtedrghall not include Indebtedness among the Issuer,
Guarantor and Subsidiaries; and provided furthet thdebtedness shall not include any trade credit
extended to such Person in connection with theiaitipn of goods and/or services on arm’s lengtimte

and in the ordinary course of trading of that Peyso

"Independent Financial Advisef’ means an independent investment bank, financislitution or
accounting firm of international repute appointgdiire Guarantor and approved in writing by the Teas

or, if the Guarantor fails to make such appointneerd such failure continues for a reasonable pgdasd
determined by the Trustee in its sole discretiam) the Trustee is indemnified and/or secured and/or
prefunded to its satisfaction against the costes fand expenses of such adviser and otherwise in
connection with such appointment, appointed byTthestee following notification to the Guarantor.

"Newco Schemémeans a scheme of arrangement which effectsntieepiosition of a limited liability
company (Newcd) between the Shareholders of the Guarantor imatelgi prior to the scheme of
arrangement (theEXxisting Shareholders) and the Guarantomprovided thatonly ordinary shares of
Newco are issued to Existing Shareholders and ithatediately after completion of the scheme of
arrangement the only shareholders of Newco ar&xtisting Shareholders and that all Subsidiariethef
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Guarantor immediately prior to the scheme of areamgnt (other than Newco, if Newco is then a
Subsidiary of the Guarantor) are Subsidiaries ef @Guarantor (or of Newco) immediately after the
scheme of arrangement.

"Permitted Security Interest' means:
(a) any Security Interest existing on the Closiraged)
(b) any Security Interest created or existing gpeet of Domestic Relevant Indebtedness;

(c) any Security Interest existing on any propeitgome or assets of any company at the
time such company becomes a Subsidiary of the @ta@rar such property, income or
assets are acquired by the Guarantor or any Sabgigirovided that such Security
Interest was not created in contemplation of swemtand that no such Security Interest
shall extend to other property, income or assetsioh company or the Group;

(d) any Security Interest created or existing spext of Relevant Indebtedness the principal
amount of which (when aggregated with the principadount of any other Relevant
Indebtedness which has the benefit of a Securigrést or Security Interests) does not
exceed 20 per cent. of Consolidated Assets, asndieied by reference to the most
recently available consolidated financial statermgmepared in accordance with U.S.
GAAP of the Group; or

(e) any Security Interest created or existing ispeet of any Indebtedness that is not
Relevant Indebtedness;

"Persor' means any individual, corporation, partnershifing venture, association, joint stock company,
trust, unincorporated organisation, limited lialyilcompany or government or other entity;

"Prevailing Rate' means, in respect of any currencies on any deypfficial exchange rate of exchange
between the relevant currencies of the Central Bdirike Russian Federation at the close of busioass
that date or if such a rate cannot be determinaddi time, the rate prevailing at the close oirmss on
the immediately preceding day on which such ratebtEaso determined.

"Principal Subsidiary" means:

(A) any Subsidiary of the Guarantor (other thanltseier):
0] whose gross revenues equal or exceed 10 pérafghe gross revenues of the Group; or
(ii) whose net income equals or exceeds 10 per, oéttie net income of the Group; or
(i) whose net assets equal or exceed 10 per oéttig net assets of the Group,

all as shown in the most recent audited accoumtssglidated or aggregated if available) of the
Subsidiary and the Group; and

(B) any Subsidiary to which is transferred the vehot substantially the whole of the undertaking
and assets of a Subsidiary of the Guarantor whictnediately prior to the transfer was a
Principal Subsidiary of the Guarantor.

The Trustee shall be entitled to rely on a cedificof an Authorised Officer (as defined in the stru
Deed) as to whether a Subsidiary constitutes aipahSubsidiary.

"Relevant Currency' means US dollars or, if at the relevant time ar the purposes of the relevant
calculation or determination, the regulated marmdethe London Stock Exchange is not the Relevant
Stock Exchange, the currency in which the SharéseoADRSs, as the case may be, are quoted oridealt
on the Relevant Stock Exchange at such time.

a "Relevant Event shall occur if any person acquires, or personm@dogether acquire, Control of the
Guarantor, whereControl" means (a) the holding, ownership, acquisitiorcantrol of, or the right to
acquire, hold, own or control, more than 50 pert.cehthe voting stock of the Guarantor or (b) coht
over the right to appoint and/or remove all or thajority of the members of the Guarantor’s board of

-75 -



directors or other governing body, whether obtaid@@ctly or indirectly, and whether obtained by
ownership of share capital, the possession of gatghts, contract or otherwise.

"Relevant Event Period means the period commencing on the date on whiBelevant Event occurs
and ending 60 calendar days following such dateifdgter, 60 days following the date on which a
Relevant Event Notice is given as required by Cioordi7(E) or, in any such case, if that is not aliteg
day, the next following dealing day.

"Relevant Indebtedness means any present or future Indebtedness indhe bf, or represented by
notes, debentures, bonds or other securities {uhé avoidance of doubt, excluding term loansgditr
facilities, credit agreements and other similaiilittees and evidence of indebtedness under suchsloa
facilities or credit agreements) which either agetheir terms payable, or confer a right to receive
payment, in any currency, and are for the time dpedn ordinarily are, quoted, listed or ordinardgalt in

or traded on any stock exchange, over-the-coumtether securities market.

"Relevant Stock Exchangémeans (i) in relation to the ADRs, the regulategrket of the London Stock
Exchange or if at the relevant time the ADRs areatahat time listed and admitted to trading oa th
regulated market of the London Stock Exchange,ptiiecipal stock exchange or securities market on
which the ADRs are then listed or quoted or dewtind (i) in relation to the Shares, the regulatedket

of the London Stock Exchange or if at the relesane the Shares are not at that time listed andtéetn

to trading on the regulated market of the LondooclstExchange, the principal stock exchange or
securities market on which the Shares are theadlist quoted or dealt in. and (ii) in relation et
Bonds, the regulated market of the London StockhBrge or if at the relevant time the Bonds areahot
that time listed and admitted to trading on theutegd market of the London Stock Exchange, the
principal stock exchange or securities market oitlwthe Bonds are then listed or quoted or dealt in

"Securities’ means any securities including, without limitaticShares, ADRs, or options, warrants or
other rights to subscribe for or purchase or aegBirares or ADRs.

"Shareholders means the holders of Shares or ADRs
"Spin-Off" means:
(a) a distribution of Spin-Off Securities by thed@antor to Shareholders as a class; or

(b) any issue, transfer or delivery of any propestyassets (including cash or shares or
securities of or in or issued or allotted by anyitgh by any entity (other than the
Guarantor) to Shareholders as a class or, in the ohor in connection with a Newco
Scheme, Existing Shareholders as a class (but dirguthe issue and allotment of
ordinary shares by Newco to Existing Shareholdsera alass), pursuant in each case to
any arrangements with the Guarantor or any ofutss@liaries.

"Spin-Off Securities' means equity share capital of an entity othemtittze Guarantor or options,
warrants or other rights to subscribe for or pusehaquity share capital of an entity other than the
Guarantor.

"Subsidiary" means any corporation or other business entityto€h the Issuer or the Guarantor owns or
controls (either directly or through one or morebSdiaries) 50 per cent, or more of the issuedeshar
capital or other ownership interest having ordingofing power to elect a majority of the directors,
managers or trustees of such corporation or othgnbss entity.

"Volume Weighted Average Pricé means, in respect of an ADR, Security or, asdhge may be, a
Spin-Off Security on any dealing day, the order lbbamlume-weighted average price of an ADR,
Security or, as the case may be, a Spin-Off Sgcpublished by or derived (in the case of an ADR)f
Bloomberg page VAP or (in the case of a Securithdothan the ADRs) or Spin-Off Security) from the
principal stock exchange or securities market omclvisuch Securities or Spin-Off Securities are then
listed or quoted or dealt in, if any or, in any Buwase, such other source as shall be determingooih
faith to be appropriate by an Independent Finankibliser on such dealing day, provided that if oy a
such dealing day such price is not available omoamtherwise be determined as provided above, the
Volume Weighted Average Price of an ADR, SecurityaoSpin-Off Security, as the case may be, in
respect of such dealing day shall be the Volumegitted Average Price, determined as provided above,
on the immediately preceding dealing day on whitthdame can be so determined,
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"Voting Rights" means, with respect to any entity, the right galhe to vote at a general meeting of
shareholders of such entity (irrespective of whetrenot, at the time, stock of any other classlasses
shall have, or might have, voting power by reasame happening of any contingency).

References to any provision of any statute or tke $hall be deemed also to refer to any statutory
modification or re-enactment thereof or any statutostrument, order or regulation made thereurater
under such modification or re-enactment.

References to any issue or offer or grant to Steddlehs or Existing Shareholders "as a class" ontlay

of rights" shall be taken to be references to audsor offer or grant to all or substantially all
Shareholders or Existing Shareholders, as the ca@g be, other than Shareholders or Existing
Shareholders, as the case may be, to whom, byrredsbe laws of any territory or requirements ofa
recognised regulatory body or any other stock exghaor securities market in any territory or in
connection with fractional entitlements, it is deténed not to make such issue or offer or grant.

In making any calculation or determination of Cuatr#arket Price or Volume Weighted Average Price,
such adjustments (if any) shall be made as an brgnt Financial Adviser considers in good faith
appropriate to reflect any change in the numbeStadres represented by an ADR or any consolidation o
sub-division of the Shares or any issue of Shayewdy of capitalisation of profits or reserves,amy
like or similar event.

References to the "issue" of Shares shall inclheéettansfer and/or delivery of Shares, whether newl
issued and allotted or previously existing or helg or on behalf of the Guarantor or any of its
Subsidiaries, and (b) Shares held by or on belidifeoGuarantor or any of its Subsidiaries (andolthin
the case of Condition 7(C)(iv) and (vi), do notkdar the relevant right or other entitlement) $hmeit be
considered as or treated as "in issue" or as hwEngof the "issued share capital" of the Guarantor
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SUMMARY OF PROVISIONS RELATING
TO THE BONDS IN GLOBAL FORM

The Bonds are represented by a Global Bond Cextfichat will registered in the name of Citivic
Nominees Limited as nominee for, and deposited ,wille common depositary for Euroclear and
Clearstream, Luxembourg.

The Global Bond Certificate will become exchangeabl whole, but not in part, for Individual Bond
Certificates if (a) Euroclear or Clearstream, Lukeurg is closed for business for a continuous pleoio
14 days (other than by reason of legal holidayggrarounces an intention permanently to cease lassine
or (b) any of the circumstances described in Carrdit1 Events of Defaultoccurs.

Whenever the Global Bond Certificate is to be erdea for Individual Bond Certificates, such
Individual Bond Certificates will be issued in aggaegate principal amount equal to the principabant

of the Global Bond Certificate within five businedsys of the delivery, by or on behalf of the regisd
Holder of the Global Bond Certificate, Eurocleadém Clearstream, Luxembourg, to the Registrar of
such information as is required to complete andveelsuch Individual Bond Certificates (including,
without limitation, the names and addresses of pleesons in whose names the Individual Bond
Certificates are to be registered and the princgrabunt of each such person's holding) against the
surrender of the Global Bond Certificate at the cHjel Office of the Registrar. Such exchange Wwél
effected in accordance with the provisions of trgeAcy Agreement and the regulations concerning the
transfer and registration of Bonds scheduled tbemat], in particular, shall be effected without rgfeato

any Holder or the Trustee, but against such indgnasi the Registrar may require in respect of aryot
other duty of whatsoever nature which may be lewieinposed in connection with such exchange.

In addition, the Global Bond Certificate will coirigorovisions that modify the Terms and Conditiafis
the Bonds as they apply to the Bonds evidencedhbyGlobal Bond Certificate. The following is a
summary of certain of those provisions:

Payments on business dayk the case of all payments made in respechefGlobal Bond Certificate
"business day means any day which is a day on which dealing®rieign currencies may be carried on
in New York City.

Payment Record Date Each payment in respect of the Global Bond @eate will be made to the
person shown as the Holder in the Register atlts® ©f business (in the relevant clearing systamhe
Clearing System Business Day before the due datesdoh payment (theRecord Daté) where
"Clearing System Business Ddymeans a day on which each clearing system foclwttie Global Bond
Certificate is being held is open for business.

Exercise of put optianin order to exercise the option contained in @ton 9(c) Redemption, Purchase
and Cancellation Redemption at the option of Bondholdettee Holder of the Global Bond Certificate
must, within the period specified in the Conditidosthe deposit of the relevant Bond Certificatel ut
notice, give written notice of such exercise to Bacipal Paying Agent specifying the principal@amt
of Bonds in respect of which such option is beirgreised. Any such notice will be irrevocable amay
not be withdrawn.

Conversion RightsThe conversion rights in respect of the Bonds bélexercisable by presentation of
this Global Bond Certificate to or to the orderafy Agent for notation of exercise of the relevant
conversion rights together with one or more dulinpteted Conversion Notices.

Notices Notwithstanding Condition 18Nticed, so long as the Global Bond Certificate is hetd o
behalf of for Euroclear, Clearstream, Luxembourgamy other clearing system (arlternative
Clearing Systen), notices to Holders of Bonds represented byGhebal Bond Certificate may be given

by delivery of the relevant notice to Eurocleare&@bktream, Luxembourg or (as the case may be) such
Alternative Clearing System.
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USE OF PROCEEDS

The net proceeds of the issue of the Bonds, exgpectamount to U.S.$1,493,700,000 after deductfon o
commissions and other expenses incurred in coromeetith the issue of the Bonds (including expenses
related to the listing and admission to tradinghef Bonds), will be used for general corporategpses.
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DESCRIPTION OF THE ISSUER

This information on page 157 of the Eurobond Progpeis incorporated herein by reference. See
“Information Incorporated by Refererice
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DESCRIPTION OF THE GUARANTOR

This information on pages 57-156 and 158-162 of Eaeobond Prospectus is incorporated herein by
reference. Sedriformation Incorporated by Refererice

Key Financial and Operational Results

During the nine months ended 30 September 2010netiincome was $6,820 million (including $2,818
million in the third quarter), which is an increasg 29.0% from the same period in 2009. EBITDA
increased by 17.1% in the first nine months of 2ah@ amounted to $11,985 million. Revenues from
sales were $76,272 million.

Capital expenditures, including non-cash transastidn the nine months of 2010 remained flat in
comparison with the same period of 2009 and amautde$4.7 billion. Strong financial discipline
enabled us to generate free cash flow of $6,964omiln the first nine months of 2010, compared to
$1,442 million in the first nine months of 2009.

Tax expenses, including excise and export tarifitalled $22.3 billion in the nine months of 2010,
including an income tax expense of $1.7 billion.

Lifting costs per boe of production in the firshaimonths of 2010 were $4.04, which is a 19.2%cimee
from the same period in 2009. The growth was madiolg to the real rouble appreciation, which reached
14%.

The Group’s total hydrocarbon production availdblesale reached 2,249 mboe per day in the firs ni
months of 2010, which is a 1.6% increase from #maesperiod in 2009.

Crude oil production of the Group in the first nimonths of 2010 totalled 72.27 min tons. Natural an
petroleum gas output available for sale increage2bl%, to 13.79 bcm.

Production at own and affiliated refineries of tBeoup (including the share in oil and petroleumdoict
throughputs at the ISAB and TRN complexes) incrédsg 7.6% in the first nine months of 2010 as
compared to the same period of 2009 and reach&® 4iln tons. In comparison to the same period of
2009, production at our refineries in Russia inseehby 1.3%; and production at our international
refineries grew by 23.9%.

Measures aimed at higher efficiency and cost cbhiwe allowed the Company to generate higher free
cash flow and increase net income.

CONSOLIDATED STATEMENT OF INCOME

(Millions of US dollars, unless otherwise noted)

9 months of
2010 2009
Revenues
Sales (including excise and export tariffs) 76,272 56,802
Costs and other deductions
Operating expenses (5,994) (5,015)

Cost of purchased crude oil, gas and products (31,173) (21,475)

Transportation expenses (4,169) (3,594)

Selling, general and administrative expenses
(2,557) (2,398)

Depreciation, depletion and amortization (3,114) (3,001)
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Taxes other than income taxes (6,522) (4,569)

Excise and export tariffs (14,072) (9,176)
Exploration expense (175) (188)
Gain on disposals and impairments of assets
29 15
Income from operating activities 8,525 7,401
Interest expense (535) (503)
Interest and dividend income 144 105
Equity share in income of affiliates
335 270
Currency translation loss (101) (337)
Other non-operating income 225 37
Income before income taxes 8,593 6,973
Current income taxes (1,678) (1,430)
Deferred income taxes 18 (123)
Total income tax expense (1,660) (1,553)
Net income 6,933 5,420
Less: net income attributable to noncontrollingiests
(113) (135)
Net income attributable to OAO LUKOIL 6,820 5,285
Basic and diluted earningger share of common stock attributable
OAO LUKOIL (in US dollars) 8.16 6.24

Recent Developments
Financial Developments

On 16 November 2010, we made a partial prepaynmetitel amount of $1 billion on a $1.5 billion loan
facility which we raised in August 2010 through lailkFinance Ltd. The loan is an unsecured club
facility with a one year maturity and it was arradgby The Bank of Tokyo-Mitsubishi UFJ, Ltd.;
Citibank, N.A., London branch; ING Bank N.V., Lomddranch; Natixis; The Royal Bank of Scotland
N.V. and WestLB AG, London branch. Citibank Intefonal PLC acted as the agent for the transaction.
The proceeds under this loan are used for generpbrate purposes. The prepayment was made from
proceeds generated from the issue of bonds (desciibthe next paragraph) earlier in November 2010.

On 9 November 2010, we issued $1.0 billion of nonxertible bonds with a maturity of 10 years and a
coupon rate of 6.125%. The notes were issued inttarehes at the same time, have the same terms and
conditions in all respects other than their redpedssue prices and were consolidated to forrmglsi
series. The first tranche totalling $800 milliomsyplaced at a price of 99.081% of the bond'’s Yadee.

The resulting yield to maturity for the first trdrecis 6.250%. The second tranche totalling $200amnil

was placed at a price of 102.44% of the bond’s fadee. The resulting yield to maturity for the sed
tranche is 5.800%. These tranches have a halfcgegoron period.

On 8 November 2010, we made the final pre-termyneyeat of our remaining debt in the amount of $567
million on a $1.2 billion three-years syndicatedneloan facility, arranged in August 2009 by ABN

AMRO Bank N.V. / The Royal Bank of Scotland plc, eTBank of Tokyo-Mitsubishi UFJ, Barclays

Capital, BNP Paribas S.A., Calyon, Citigroup Glolddrkets, Ltd., Deutsche Bank AG, Amsterdam
Branch, ING Bank N.V., Natixis, JSB “Orgresbank’pcgté Genérale and WestLB AG. The final
settlement was made from internal funds generaggidbCompany during the nine months of 2010.
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Business Developments

In November 2010, our subsidiary LUKOIL-Volgograftegaz was merged into our subsidiary OAO
RITEK.

Petrochemicals

On 11 November 2010, a chlorine and caustic sodalygtion unit was commissioned at our
Karpatnaftochim petrochemicals plant in Ukraine aebhiwill facilitate production of approximately
200,000 tonnes of commercial caustic soda and 080t@nnes of gaseous chlorine annually compliant
with global quality standards. Production of gaseatlorine will fully secure Karpatnaftochim Ltd.
demand for this product used to produce suspenddylipyl chloride the production of which is
scheduled for December 2010. Investments in thetoaction of chlorine and caustic soda production
unit exceeded $150 million over a period of tworgea

Power Generation

We are developing our power generation facilitiegart of our other business sectors. On 25 October
2010, our wholly owned subsidiary LUKOIL-Westernb&iia entered into a long-term cooperation
agreement with one of the leading engineering ientibf Rosoboronprom OAO Aviadvigatel. The
cooperation agreement contemplates service maimtenaf the main power-plant facilities (ten power
generating units EGES-12C) from our own generatibjects in the next 10 years. We also expect that
three new gas-turbine power plants with total capaxf 144 MW will be constructed in West Siberia.
The execution of the plan contemplated by the cadmn agreement is in line with our business
strategies and will allow us to achieve our enexffigiency and associated gas utilisation goals.

Litigation Developments

On 27 November 2001, Archangel Diamond Corporai@BC), a Canadian diamond development
company, filed a lawsuit in the District Court of ebver, Colorado against OAO
Arkhangelskgeoldobycha (AGD), a company in our @roand LUKOIL (together the Defendants).
ADC alleged that the Defendants interfered with thensfer of a diamond exploration licence to
Almazny Bereg, a joint venture between ADC and AGDC claimed total damages of approximately
$4.8 billion, including compensatory damages of&iillion and punitive damages of $3.6 billion. @8
October 2002, the District Court dismissed the lawkor lack of personal jurisdiction. The Colorado
Court of Appeals upheld this ruling on 25 March 200n 21 November 2005, the Colorado Supreme
Court affirmed the lower courts’ ruling that no siiie jurisdiction exists over the Defendants. Bytwe

of this finding, AGD (the holder of the diamond éxation licence) was dismissed from the lawsuite T
Colorado Supreme Court found, however, that tred éourt made a procedural error by not holding an
evidentiary hearing before making its ruling comieg general jurisdiction regarding LUKOIL, whic$ i
whether LUKOIL had systematic and continuous castatthe State of Colorado at the time the lawsuit
was filed. In a modified opinion dated 19 DecemB@05, the Colorado Supreme Court remanded the
case to the Colorado Court of Appeals (insteadhefDistrict Court) to consider whether the lawsuit
should have been dismissed on alternative grourels forum non conveniens). On 29 June 2006, the
Colorado Court of Appeals declined to dismiss thsecbased on forum non conveniens. We filed a
petition for certiorari on 28 August 2006 asking tholorado Supreme Court to review this decisidns T
petition was denied. On 5 March 2007, the Color&dpreme Court remanded the case to the District
Court. On 11 June 2007, the District Court ruleat ihwould conduct an evidentiary hearing on ggie

of whether LUKOIL is subject to general jurisdictian Colorado. Discovery regarding jurisdiction was
commenced. On 26 June 2009, three creditors of ARG an Involuntary Bankruptcy Petition putting
ADC into bankruptcy. On 25 November 2009, afteriadd claim based on the Racketeer Influence and
Corrupt Organization Act (RICO), ADC removed thesedrom the Colorado state court to the United
States Bankruptcy Court. On 22 December 2009, LUK@led a motion seeking to have the case
remanded to the Colorado state court. On 31 Dece®®9, before there was a ruling on the motion
seeking remand, ADC filed a motion seeking withdzbef the reference to the Bankruptcy Court and
requesting the case be heard by United Statesidi€ourt. On 3 February 2010, the United States
Bankruptcy Court ordered the Motion For Withdrav@fl The Reference be transferred to the United
States District Court for further action. All pendi motions as well as discovery were stayed pending
further order of the Court. On 7 July 2010, thetiis Court denied ADC’s Motion for Withdrawal of
reference and returned the case to the Bankrupseyt@or the determination of LUKOIL's Motion for
Remand and Abstention seeking return of the cas€olorado state court. On 28 October 2010 the
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Bankruptcy Court granted LUKOIL's Motion for Remaadd Abstention and remanded the case to the
Denver District Court (Colorado state court) whéres now pending. ADC is expected to commence
discovery regarding general jurisdiction shortiylanagement intends to contest jurisdiction and efeni
all material allegations against LUKOIL.

In 2008 and 2009, FAS issued two decisions recognithe major Russian oil companies, including
LUKOIL and the refineries forming part of the Group be in breach of the antimonopoly laws due to
abuse of a dominant position in the Russian refpreducts wholesale market.

The first decision of FAS, issued on 27 October&@@as challenged by the refineries in the Arhidrat
Court of the City of Moscow. The aggregate amodrfires assessed is approximately $47.4 million (at
the exchange rate of 31 December 2010). On 1 Johe, 2he Arbitration Court of the City of Moscow
issued a decision which was upheld by the Ninthitéation Court of Appeals on 27 September 2010,
dismissing the claims of the refineries. On 13 Deloer 2010 the Federal Arbitration Court of the
Moscow District terminated proceedings in the cdse to withdrawal of the cassation appeals by the
appellants. On 14 December 2010 the Arbitrationr€Cofithe Perm Region resumed the proceedings to
review a claim by OOO LUKOIL-Permnefteorgsintezlgag invalidation of the FAS order imposing the
fines; the proceedings were terminated due to wativel of the claim. The proceedings involving
challenging of fines by other refineries in theicdl courts are expected to resume.

The second decision of FAS, issued on 10 Septe@0893, and the order regarding fines were challenged
by the refineries before their local courts. Thegragate amount of fines assessed is approximately
$214.7 million (at the exchange rate of 31 Decenf#0). On 4 October 2010 the First Arbitration
Court of Appeals confirmed a settlement agreemetwéen OOO LUKOIL-Nizhegorodnefteorgsintez
and FAS whereunder the fines were reduced to 1%hef annual revenues of OOO LUKOIL-
Nizhegorodnefteorgsintez in 2009, or approxima#g.6 million (at the exchange rate of 31 December
2010); the proceedings were terminated due to wathdl of the claim. On 15 December 2010 the fine
was paid to FAS. On 14 December 2010 the ArbitraGourt of the Perm Region confirmed a similar
agreement between OOO LUKOIL-PermnefteorgsintezFeh8; the proceedings were terminated due to
withdrawal of the claim. The review of a claim byDO LUKOIL-Volgogradneftepererabotka seeking
invalidation of the FAS decision and order has bezsumed; the hearing is set for 21 January 2011.
00O LUKOIL-Volgogradneftepererabotka and OO0 LUK@&Jkhtaneftepererabotka are expected to
sign similar settlement agreements with FAS in eation with the case.

During the second half of 2009 and the first sixnthe of 2010, over 100 cases were initiated against
certain Group companies, including in Ukraine angpi@s, on the grounds of alleged breach of
antimonopoly laws. The alleged offences by the roompanies mainly relate to abuse of a dominant
position and consorted actions in retail marketse &cts of the antimonopoly authorities with regard
the Group companies are being judicially contested.

The total fines accrued to date and challengedl icages involving the Group amount to approximatel
$200.2 million (at the exchange rate of 31 Decen20410).

The Group is involved in a cost recovery disputthwie Republic of Kazakhstan in which the lattas h
alleged that participants in the Karachaganak ptogcovered excessive costs. The Group’s shatteeof
initial claim is approximately $244 million. Managent is of the view that substantially all of the
amounts subject to dispute were in fact recoverabtier the Final Production Sharing Agreement.

Other than as mentioned above, the Company is wateaof any pending or threatened claims or
proceedings which might have a material adverseaginpn our operating results or financial condition
There are no and have been no governmental, legarhitration proceedings against the Issuer
(including any such proceedings which are pendintpieatened of which the Issuer is aware) duriveg t
12 months preceding the date of this prospectuschwmay have, or have had in the recent past,
significant effects on the Issuer’s financial piositor profitability.

Additional Information
Principal Interests in LUKOIL

The following table sets out details, in so faisaknown to LUKOIL, as at 30 November 2010 (beihg t
latest practicable date prior to the date of thieséing Particulars), unless otherwise indicatetialb
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shareholders (other than directors and membetsedifanagement Committee of LUKOIL but including
nominee shareholders) that hold 5% or more of laeescapital of LUKOIL.

Name of Shareholdef’® Percent of issued ordinary share capital
ZAO ING Bank Eurasia (NOMINEE.) .........c.uvvvuuveniiinrinnnns 75.98%

ZAO Depositary and Clearing Company (nominee)..... 8.10%

ZAO National Depositary Centre (nominee) ......c.......... 6.14%

Notes:

(1) As of 30 September 2010 ConocoPhillips owrgat@ximately 5.91% of our approximately 851 millianthorised and issued
shares, which is equivalent to approximately 6.438ed on estimated shares outstanding (excludéagury shares and
shares held by Company subsidiaries) as at 30 @bpte 2010. As of 30 November 2010 ConocoPhillipsnedv
approximately 3.8% of our authorised and issuedesh&@onocoPhillips’s shareholding in LUKOIL is &i¢hrough ZAO ING
Bank Eurasia (nominee).

(2) For information on the beneficial ownershipeiests of our directors in the Company, please'Blemagement — Additional
Information About Our Directors — Interests of tBérectors in Our Share Capitalon pages 154-155 of the Eurobond
Prospectus.
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DESCRIPTION OF THE ADRS
General

The ADRs evidenced by a certificate are each issngdspect of one American depositary share (the
“ADS") representing one ordinary share of par vaRBR 0.025 each (the “Shares”) in Company
pursuant to and subject to a deposit agreement@dedeand restated as of March 11, 1998 (the “Deposi
Agreement”), and made between the Company and Emk Bf New York Mellon as depositary (the
“Depositary”). Pursuant to the provisions of thepbsit Agreement, the Depositary has appointed ING
Bank (Eurasia) as custodian and agent of the Deydor the purposes of the Deposit Agreement (the
“Custodian”) to receive and hold on its behalf ifiedtes evidencing title to Shares or extractsrfrihe
register of shareholders of the Company in respecertain Shares (the “Deposited Securities”) athd
rights, securities, property and cash depositet thié Custodian which are attributable to the Dipds
Securities. In this Description of the ADRs, refezes to the “Depositary” are to The Bank of New Rkfor
Mellon and/or any other depositary which may frommet to time be appointed under the Deposit
Agreement, references to the “Custodian” are to BEBk Eurasia, or any other custodian from time to
time appointed under the Deposit Agreement, refmento the “Office” mean, in relation to the
Custodian, its office in Moscow, the Russian Fetil@naor such other office as from time to time nimey
designated by the Custodian, references to thed&tdlof any ADRs shall mean the person registesed a
the holder on the books of the Depositary maintaifoe such purpose and references to “paragraph” ar
to a paragraph contained in this Description ofABdRs.

Upon conversion, holders of Bonds (as defined bglevidenced by the Global Bond Certificate will
receive an interest in ADRs evidenced by a cedtificin definitive registered form substantiallytire
form of Exhibit A to the Deposit Agreement.

This Description of the ADRs includes summariesasfd are subject to, the detailed provisions of the
Deposit Agreement, which includes the form of tleetificate in respect of the ADRs. Copies of the
Deposit Agreement are available for inspectiorhatdpecified office of the Depositary and at th&def

of the Custodian. Holders are deemed to have naficend be bound by all of the provisions of the
Deposit Agreement. Terms used in this Descriptibthe ADRs and not defined herein but which are
defined in the Deposit Agreement have the meangsggibed to them in the Deposit Agreement.
Holders are deemed to have notice of and be boundylall of the provisions of the Deposit
Agreement applicable to them.

1 Deposit of Shares and other Securities

1.1 To the extent permitted by applicable law and stuthije the terms and conditions of the Deposit
Agreement, Shares or evidence of rights to recBhares may be deposited by delivery thereof
to any Custodian accompanied by any appropriateuiment or instruments of transfer.

No Share shall be accepted for deposit unless guaoied by evidence satisfactory to the
Depositary that:

0] all conditions to such deposit have been satidiigdhe person depositing such Shares
under Russian laws and regulations;

(i) any necessary approval has been granted by anyrgogatal body in the Russian
Federation which is then performing the function tbk regulation of currency
exchange (if applicable); and

(i) all applicable taxes and governmental charges dued fées and expenses of the
Depositary, as provided in the Deposit Agreemeanehbeen paid.

Every person depositing Shares under the Deposiéefgent shall be deemed to represent and
warrant that such Shares and each certificate septeag such Shares are validly issued, fully
paid, nonassessable and free of any preemptivésrighthe holders of outstanding Shares and
that the person making such deposit is duly autkedrso to do. Every such person shall also be
deemed to represent that such Shares and the A&Rssenting such Shares would not be
acquired directly or indirectly from the Companyits affiliates (as defined in Rule 144 to the

United States Securities Act of 1933, as amendeel (Becurities Act”), are not held by an
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1.2

2.2

officer, director (or persons performing similamétions) or other affiliate of the Company,
would not require registration under the Securitdes in connection with the offer and sale
thereof in the United States, or are not subjedther restrictions on sale or deposit under the
laws of the United States or the Russian Federatiounder a shareholder agreement or the
Charter of the Company (the “Restricted Securijies”

References in this Description of the ADRs to “Dgifed Securities” shall Shares at such time
deposited or deemed to be deposited under the Depgseement and any and all other

securities, property and cash received by the Oigpgsor the Custodian in respect thereof and
at such time held under the Deposit Agreement,estilgs to cash to the provisions of the
Deposit Agreement .

In accordance with the terms of the Deposit Agregraed upon receipt by any Custodian of any
deposit of Shares or evidence of rights to rec8iwares and upon receipt in form satisfactory to
the Depositary of a proper acknowledgment or otivisience from the Company or the Russian
Share Registrar (including extracts from the Shregister) that any Deposited Securities have
been recorded on the Share Register maintainetiebiRtissian Share Registrar in the name of
the Depositary or its nominee or such Custodianitornominee, together with the other
documents required as above specified, such Cuastoshall notify the Depositary of such
deposit and the person or persons to whom or ugwsevwritten order an ADR or ADRs are
deliverable in respect thereof and the number ofSADi0 be evidenced thereby. Such
notification shall be made by letter or, at theuest, risk and expense of the person making the
deposit, by cable, telex or facsimile transmissioblpon receiving such notice from such
Custodian, the Depositary, subject to the termscamdlitions of the Deposit Agreement, shall
execute and deliver at its Corporate Trust Offtoeor upon the order of the person or persons
entitled thereto, an ADR or ADRs, registered in theme or names and evidencing any
authorised number of ADSs requested by such pespersons, but only upon payment to the
Depositary of the fees and expenses of the Deppdite the execution and delivery of such
ADR or ADRs as provided in the Deposit Agreement af all taxes and governmental charges
and fees payable in connection with such depositha transfer of the Deposited Securities.

Withdrawal of Deposited Securities

Upon surrender to the Depositary of an ADR for puepose of withdrawal of the Deposited
Securities represented by the ADSs evidenced by ADd&R, accompanied by such documents as
the Depositary may require (including a purchase/santract relating to the transfer of the
Shares) and upon payment of the fees and expehtes Depositary for the surrender of ADRs
as provided in the Deposit Agreement and paymenéliotaxes and governmental charges
payable in connection with such surrender and wétivdl of the Deposited Securities, and
subject to the terms and conditions of the Depagieement, the Holder of such Receipt shall
be entitled to delivery, to him or upon his ordef,the amount of Deposited Securities at the
time represented by the ADSs evidenced by such ADRlivery of such Deposited Securities
may be made by the delivery of (a) certificatetirer documents evidencing title (including
extracts from the Share Register) in the name of $dolder or as ordered by him or properly
endorsed or accompanied by proper instrumentsanéter to such Holder or as ordered by him
and (b) any other securities, property and casthioch such Holder is then entitled in respect of
such ADRs to such Holder or as ordered by him. hSdelivery shall be made without
unreasonable delay.

An ADR surrendered for such purposes may be reguing the Depositary to be properly

endorsed in blank or accompanied by proper instnisnef transfer in blank, and if the

Depositary so requires, the Holder thereof shadiceie and deliver to the Depositary a written
order directing the Depositary to cause the DepdsBecurities being withdrawn to be delivered
to or upon the written order of a person or persdesignated in such order. Thereupon the
Depositary shall direct the Custodian or its ageatsause the transfer and recordation by the
Russian Share Registrar on the Share RegistereoShares being withdrawn in the name of
such Holder or as directed by him as above provided the Company shall ensure that such
transfer and recordation is effected within 72 lsdiuom the time it is requested to do so by the
Depositary or the Custodian or any of their redpectgents; provided that all required

documents have been completed and submitted irrdanoze with applicable Russian law and

-87 -



2.3

3.2

3.3

regulations. Upon such transfer and recordatiba, Qustodian shall deliver at the Moscow,
Russian Federation, office of such Custodian, stltgethe terms and conditions of the Deposit
Agreement, to or upon the written order of the per®r persons designated in the order
delivered to the Depositary as above provided, oaous evidencing title (including extracts

from the Share Register) for the amount of DepdsiBecurities represented by the ADSs
evidenced by such ADR, except that, if and to tkterg practicable, the Depositary may make
delivery to such person or persons at the Corpofatist Office of the Depositary of any

dividends or distributions with respect to the Dsiped Securities represented by the ADS
evidenced by such ADR, or of any proceeds of sélany dividends, distributions or rights,

which may at the time be held by the Depositary.

Notwithstanding anything to the contrary in the Dgip Agreement or the ADRSs, the surrender
of outstanding ADRs and withdrawal of Deposited8ities may not be suspended subject only
to (i) temporary delays caused by closing the feartooks of the Depositary or the Company or
the deposit of Shares in connection with voting ahareholders' meeting, or the payment of
dividends, (ii) the payment of fees, taxes and Isingharges, and (iii) compliance with any U.S.
or foreign laws or governmental regulations relatio the ADRs or to the withdrawal of the
Deposited Securities.

Ownership and transfer

ADRs are in registered form, each issued in respeohe ADS representing one Share. Title to
an ADR (and to the ADSs evidenced thereby), whespgnly endorsed or accompanied by
proper instruments of transfer, shall be transierdy delivery with the same effect as in the
case of a negotiable instrument under the laws @fv NVork; provided however that the
Depositary, notwithstanding any notice to the camtr may treat the Holder thereof as the
absolute owner thereof for the purpose of detemgirthe person entitled to distribution of
dividends or other distributions or to any noticeyided for in the Deposit Agreement and for
all other purposes and neither the Depositary m®rGompany will have any obligation to or be
subject to any liability under the Deposit Agreemam any holder of an ADR, unless such
holder is the Holder thereof.

The registration of transfer of outstanding ADRs@@lly may be suspended, during any period
when the transfer books of the Depositary are dioseif any such action is deemed necessary
or advisable by the Depositary or the Company gtteme or from time to time because of any
requirement of law or of any government or governtakbody or commission, or under any
provision of this Deposit Agreement, or for anyastheason.

The Depositary, subject to the terms and conditiohshe Deposit Agreement, shall register
transfers of ADRs on its transfer books from timeime, upon any surrender of an ADR, by the
Holder in person or by a duly authorised attorr@gperly endorsed or accompanied by proper
instruments of transfer, and duly stamped as masefeired by the laws of the State of New
York and of the United States of America. Thereuffe Depositary shall execute a new ADR
or ADRs and deliver the same to or upon the orélgneperson entitled thereto.

Cash distributions

Whenever the Depositary shall receive any cashdeind or other cash distribution on any
Deposited Securities, the Depositary shall, suliig¢he provisions of the Deposit Agreement,
convert such dividend or distribution into US Doflaand shall distribute the amount thus
received (net of the fees and expenses of the Mapgsto the Holders entitled thereto, in
proportion to the number of ADSs representing sposited Securities held by them
respectively; provided, however, that in the evdiat the Company or the Depositary shall be
required to withhold and does withhold from suchklcdividend or such other cash distribution
an amount on account of taxes, the amount disetbtn the Holder of the ADRs evidencing
ADSs representing such Deposited Securities slalielluced accordingly. The Depositary
shall distribute only such amount, however, as landistributed without attributing to any
Holder a fraction of one cent. Any such fractioaalounts shall be rounded to the nearest whole
cent and so distributed to Holders entitled thereile Company or its agent will remit to the
appropriate governmental agency in the Russianréde all amounts withheld and owing to
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such agency. The Depositary will forward to therany or its agent such information from its
records as the Company may reasonably requestatblesthe Company or its agent to file
necessary reports with governmental agencies, lsmdépositary or the Company or its agent
may file any such reports necessary to obtain liisnefider the applicable tax treaties for the
Holders of ADRs.

Distributions in Shares

If any distribution upon any Deposited Securitiessists of a dividend in, or free distribution of,
Shares, the Depositary may distribute to the Hsld#routstanding ADRs entitled thereto, in
proportion to the number of ADSs representing sib@posited Securities held by them
respectively, additional ADRs evidencing an aggtegaumber of ADSs representing the
amount of Shares received as such dividend or dis&ibution, subject to the terms and
conditions of the Deposit Agreement with respectht® deposit of Shares and the issuance of
ADSs evidenced by ADRs, including the withholdirfgaay tax or other governmental charge if
such is applicable and the payment of the feesapdnses of the Depositary as provided in the
Deposit Agreement. The Depositary may withhold angh distribution of ADRs if it has not
received satisfactory assurances from the Comphay fuch distribution does not require
registration under the Securities Act or is exefnpin registration under the provisions of the
Securities Act. In lieu of delivering ADRs for fiional ADSs in any such case, the Depositary
shall sell the amount of Shares represented bpgleegate of such fractions and distribute the
net proceeds, all in the manner and subject toctimlitions described in paragraph @aéh
distributiong. If additional ADRs are not so distributed, eadBS shall thenceforth also
represent the additional Shares distributed uperiposited Securities represented thereby.

Distributions other than in cash or Shares

Whenever the Depositary shall receive any distidoubther than a distribution described in
paragraphs 4GQash distributionf 5 (Distributions in Shargsor 7 Rights issugs the Depositary
shall cause the securities or property receivedt iy be distributed to the Holders entitled
thereto, after deduction or upon payment of ang tael expenses of the Depositary or any taxes
or other governmental charges, in proportion to thenber of ADSs representing such
Deposited Securities held by them respectivelyany manner that the Depositary may deem
equitable and practicable for accomplishing sudtrithution; provided, however, that if in the
opinion of the Depositary such distribution canhetmade proportionately among the Holders
entitled thereto, or if for any other reason (imtthg, but not limited to, any requirement that the
Company or the Depositary withhold an amount onoant of taxes or other governmental
charges or that such securities must be registaretr the Securities Act in order to be
distributed to Holders or Beneficial Owners) thepDsitary deems such distribution not to be
feasible, the Depositary may adopt such methotimay deem equitable and practicable for the
purpose of effecting such distribution, includitgit not limited to, the public or private sale of
the securities or property thus received, or anythareof, and the net proceeds of any such sale
(net of the fees and expenses of the Depositapr@sded in the Deposit Agreement) shall be
distributed by the Depositary to the Holders esditthereto, all as described in paragraph 4
(Cash distributions

Rights issues

In the event that the Company shall offer or cauosee offered to the holders of any Deposited
Securities any rights to subscribe for additionhbi®@s or any rights of any other nature, the
Depositary shall have discretion as to the proaedor be followed in making such rights
available to any Holders or in disposing of sught$ on behalf of any Holders and making the
net proceeds available to such Holders or, if leytédrms of such rights offering or for any other
reason, the Depositary may not either make suditsrigvailable to any Holders or dispose of
such rights and make the net proceeds availaldadb Holders, then the Depositary shall allow
the rights to lapse. If at the time of the offgriof any rights the Depositary determines in its
discretion that it is lawful and feasible to makels rights available to all or certain Holders but
not to other Holders, the Depositary may distribicteany Holder to whom it determines the
distribution to be lawful and feasible, in proportito the number of ADSs held by such Holder,
warrants or other instruments therefor in such fasit deems appropriate.
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7.2

7.3

7.4

7.5

7.6

8.1

In circumstances in which rights would otherwiset be distributed, if a Holder of ADRs
requests the distribution of warrants or otherrumsents in order to exercise the rights allocable
to the ADSs of such Holder under the Deposit Agreetnthe Depositary will make such rights
available to such Holder upon written notice frame Company to the Depositary that (a) the
Company has elected in its sole discretion to pesmuch rights to be exercised and (b) such
Holder has executed such documents as the Companygdiermined in its sole discretion are
reasonably required under applicable law.

If the Depositary has distributed warrants or othstruments for rights to all or certain Holders,
then upon instruction from such a Holder pursuanguch warrants or other instruments to the
Depositary from such Holder to exercise such rightson payment by such Holder to the
Depositary for the account of such Holder of an ami@qual to the purchase price of the Shares
to be received upon the exercise of the rights,igprah payment of the fees and expenses of the
Depositary and any other charges as set forth @h swarrants or other instruments, the
Depositary shall, on behalf of such Holder, exerdte rights and purchase the Shares, and the
Company shall cause the Shares so purchased #&liberdd to the Depositary on behalf of such
Holder. As agent for such Holder, the Depositaitil} eause the Shares so purchased to be
deposited pursuant to the Deposit Agreement, amd stiecute and deliver ADRs to such
Holder. In the case of a distribution describegdoagraph 7.2, such ADRs shall be legended in
accordance with applicable U.S. laws, and shaliligect to the appropriate restrictions on sale,
deposit, cancellation, and transfer under such.laws

If the Depositary determines in its discretion titas not lawful and feasible to make such rights
available to all or certain Holders, it may selethghts, warrants or other instruments in
proportion to the number of ADSs held by the Hadder whom it has determined it may not
lawfully or feasibly make such rights availabledaallocate the net proceeds of such sales (net
of the fees and expenses of the Depositary asideddn paragraph 1®gpositary’s fees, costs
and expensgsand all taxes and governmental charges payabtmrnmection with such rights
and subject to the terms and conditions of the Biephdgreement) for the account of such
Holders otherwise entitled to such rights, warramtther instruments, upon an averaged or
other practical basis without regard to any disioms among such Holders because of exchange
restrictions or the date of delivery of any ADRotinerwise.

The Depositary will not offer rights to Holders as$ both the rights and the securities to which
such rights relate are either exempt from regisinatinder the Securities Act with respect to a
distribution to all Holders or are registered untlee provisions of such Act; provided, that

nothing in the Deposit Agreement shall create, @mligation on the part of the Company to file

a registration statement with respect to such sigiitunderlying securities or to endeavour to
have such a registration statement declared eféectilf a Holder of ADRs requests the

distribution of warrants or other instruments, nittatanding that there has been no such
registration under the Securities Act, the Depogithall not effect such distribution unless it

has received an opinion from recognised counse¢hénUnited States for the Company upon
which the Depositary may rely that such distribntim such Holder is exempt from such

registration.

The Depositary shall not be responsible for anjufaito determine that it may be lawful or
feasible to make such rights available to Holdergeneral or any Holder in particular.

Conversion of foreign currency

Whenever the Depositary receives foreign currebgyvay of dividends or other distributions or
the net proceeds from the sale of securities, ptppe rights, into the Depositary's foreign
investment account in the Russian Federation, faaitthe time of the receipt thereof the foreign
currency so received can in the judgment of thed3gary be converted on a reasonable basis
into US Dollars and the resulting US Dollars tramsfd to the United States, the Depositary
shall convert or cause to be converted, by sale any other manner that it may determine, such
foreign currency into US Dollars, and such US Dmllshall be distributed to the Holders entitled
thereto or, if the Depositary shall have distrilbutny warrants or other instruments which
entitle the holders thereof to such US Dollars,nthe the holders of such warrants and/or
instruments upon surrender thereof for cancellati®uch distribution may be made upon an

-90 -



8.2

8.3

8.4

10

averaged or other practicable basis without retmehy distinctions among Holders on account
of exchange restrictions, the date of delivery m§y ADR or otherwise and shall be net of any
expenses of conversion into US Dollars incurredhgyDepositary as described in paragraph 16
(Depositary’s fees, costs and expepses

If such conversion or distribution can be effectady with the approval or licence of any
government or agency thereof, the Depositary shalsuch application for approval or licence,
if any, as it may, in its sole discretion, deemidxe.

If at any time the Depositary shall determine finaits judgment any foreign currency received
by the Depositary or the Custodian is not convkatitn a reasonable basis into US Dollars
transferable to the United States, or if any apgkar licence of any government or agency
thereof which is required for such conversion irield or in the opinion of the Depositary is not
obtainable, or if any such approval or licence @& abtained within a reasonable period as
determined by the Depositary, the Depositary mastribute the foreign currency (or an

appropriate document evidencing the right to rezeduch foreign currency) received by the
Depositary to, or in its discretion may hold sudarefgn currency uninvested and without
liability for interest thereon for the respectivecaunts of, the Holders entitled to receive the
same.

If any such conversion of foreign currency, in wéhot in part, cannot be effected for distribution
to some of the Holders entitled thereto, the Ddpogimay in its discretion make such
conversion and distribution in US Dollars to theéegx permissible to the Holders entitled thereto
and may distribute the balance of the foreign awyereceived by the Depositary to, or hold
such balance uninvested and without liability foterest thereon for the respective accounts of,
the Holders entitled thereto.

Fixing of record date and distribution of any payments

Whenever any cash dividend or other cash distobushall become payable or any distribution
other than cash shall be made, or whenever rigtat lse issued with respect to the Deposited
Securities, or whenever the Depositary shall rexaietice of any meeting of holders of Shares
or other Deposited Securities, or whenever for i@@gon the Depositary causes a change in the
number of Shares that are represented by each AD®henever the Depositary shall find it
necessary or convenient, the Depositary shall firard date (a) for the determination of the
Holders who shall be (i) entitled to receive sudhidi&nd, distribution or rights or the net
proceeds of the sale thereof or (ii) entitled teegnstructions for the exercise of voting rights a
any such meeting, (b) on or after which each ADB nepresent the changed number of Shares
or (c) for the determination of the Holders wholkha responsible for the fee assessed by the
Depositary described in paragraph 1Bepositary’s fees, costs and expehshereof for
inspection of the Share Register maintained byRiigsian Share Registrar. Subject to the terms
described in paragraph 4dsh distributionys through paragraph 8Cpnversion of foreign
currency and to the other terms and conditions of the Bepsgreement, the Holders on such
record date shall be entitled, as the case mayobegceive the amount distributable by the
Depositary with respect to such dividend or othistrithution or such rights or the net proceeds
of sale thereof in proportion to the number of ABSd by them respectively and to give voting
instructions and to act in respect of any othehsuatter.

Capital reorganisation

In circumstances where the provisions describguhnagraph 5Qistributions in Sharégsdo not
apply, upon any change in nominal value, changpainvalue, split-up, consolidation or any
other reclassification of Deposited Securities, upron any recapitalisation, reorganisation,
merger or consolidation or sale of assets affediiregCompany or to which it is a party, any
securities which shall be received by the Depogitarr a Custodian in exchange for or in
conversion of or in respect of Deposited Securisésll be treated as new Deposited Securities,
and ADSs shall thenceforth represent, in additmthe existing Deposited Securities, the right
to receive the new Deposited Securities so recdivedchange or conversion, unless additional
ADRs are delivered pursuant to the following seaéenin any such case the Depositary may
execute and deliver additional ADRs as in the cafsa dividend in Shares, or call for the
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12

12.1

12.2

surrender of outstanding ADRs to be exchangeddar ADRs specifically describing such new
Deposited Securities.

Withholding taxes and applicable laws

For a description of current Russian withholdingea with respect to dividends on Deposited
Securities and capital gains realised on sales e@p@sited Securities and ADRs, see “Taxation —
The Russian Federation.”

In the event that the Depositary determines thatdistribution in property (including Shares
and rights to subscribe therefor) or any deposiSléres, transfer of ADRs or withdrawal of
Deposited Securities under the Deposit Agreemenstiligect to any tax or other governmental
charge which the Depositary determines, in its kitsaliscretion, it is, or may be, obligated to
withhold, the Depositary may by public or privateles dispose of all or a portion of such
property (including Shares and rights to subsctiileeefor) in such amounts and in such manner
as the Depositary deems necessary and practicalpayt any such taxes or charges and the
Depositary shall distribute the net proceeds of angh sale after deduction of such taxes or
charges to the Holders entitled thereto in propartio the number of ADSs held by them
respectively.

Voting rights

Upon receipt of notice of any meeting of holdersSifares or other Deposited Securities, if
requested in writing by the Company, the Depositall, as soon as practicable thereafter, mail
to the Holders a notice, the form of which notibalkbe in the sole discretion of the Depositary,
which shall contain (a) such information as is eamd in such notice of meeting received by
the Depositary from the Company, (b) a statemeattttie Holders as of the close of business on
a specified record date will be entitled, subjextanhy applicable provision of the law of the
Russian Federation and of the Charter of the Comptninstruct the Depositary as to the
exercise of the voting rights, if any, pertainirgg the amount of Shares or other Deposited
Securities represented by their respective ADSs(ehd statement as to the manner in which
such instructions may be given, including an expiieslication that such instructions may be
given or deemed given in accordance with the lastenice of this paragraph if no instruction is
received, to the Depositary to give a discretiorangxy in conformity with Russian law to the
Company or to a person designated by the Compé&ipon the written request of a Holder on
such record date, received on or before the daableshed by the Depositary for such purpose,
the Depositary shall endeavour, in so far as prabte, to vote or cause to be voted the amount
of Shares or other Deposited Securities represeyethe ADSs evidenced by such ADR in
accordance with the instructions set forth in suefuest. The Depositary shall not vote or
attempt to exercise the right to vote that attadbethe Shares or other Deposited Securities,
other than in accordance with such instructiorfisiolinstructions are received by the Depositary
from any Holder with respect to any of the Depakitecurities represented by the ADSs
evidenced by such Holder's ADRs on or before the datablished by the Depositary for such
purpose, the Depositary shall deem such Holderatee hinstructed the Depositary to give a
discretionary proxy in conformity with Russian lasvthe Company or to a person designated by
the Company with respect to such Deposited Seesriind the Depositary shall give a
discretionary proxy in conformity with Russian lasthe Company or to a person designated by
the Company to vote such Deposited Securities, igedvthat no such instruction shall be
deemed given and no such discretionary proxy dielgiven with respect to any matter as to
which the Company informs the Depositary (and them@any agrees to provide such
information as promptly as practicable in writintpat (x) the Company does not wish such
proxy given, (y) substantial opposition exists or guch matter materially and adversely affects
the rights of holders of Shares.

The Depositary shall, if requested by the Compaleliver, at least five Business Days prior to
the date of such meeting, to the Company, to thentn of its Vice President, Head of the
Main Division for Strategic Development and Investrn Analysis or such other person as the
Company may direct, copies of all instructions res@ from Holders in accordance with which
the Depositary will vote, or cause to be voted, Dleposited Securities represented by the ADSs

-92 -



13

14

14.1

14.2

14.3

14.4

14.5

14.6

14.7

evidenced by such ADRs at such meeting. Delivérpsiructions will be made at the expense
of the Company.

Documents to be furnished, recovery of taxes, duseand other charges

If any tax or other governmental charge shall bezopayable by the Custodian or the
Depositary with respect to any ADR or any DeposBedurities represented by any ADR, such
tax or other governmental charge shall be payabléhe Holder or Beneficial Owner of such
ADR to the Depositary, and such Holder or Beneffi©ierner shall be deemed liable therefor. In
addition to any other remedies available to it, Brepositary may refuse to effect any transfer of
such ADR or any withdrawal of Deposited Securitiegresented by ADSs evidenced by such
ADR until such payment is made, and may withholy dinidends or other distributions, or may
sell for the account of the Holder or Beneficial @ thereof any part or all of the Deposited
Securities represented by the ADSs evidenced by AR, and may apply such dividends or
other distributions or the proceeds of any suck sepayment of such tax or other governmental
charge and the Holder or Beneficial Owner of su@RAshall remain liable for any deficiency.
The obligations of Holders and Beneficial Ownersatibed in this paragraph 13 shall survive
any transfer of ADRs described in paragraphQvigership and transfgr any surrender of
ADRs and withdrawal of Deposited Securities desatibin paragraph 2Withdrawal of
Deposited Securiti¢sor the termination of the Deposit Agreement ascdibed in paragraph 20
(Termination of the Deposit Agreemgent

Liability

The Company assumes no obligation nor shall it digest to any liability under the Deposit
Agreement to Holders or Beneficial Owners, excéyatt tit agrees to perform its obligations
specifically set forth in the Deposit Agreement.

The Depositary assumes no obligation nor shaleisbbject to any liability under the Deposit
Agreement to any Holder or Beneficial Owner (inchg] without limitation, liability with
respect to the validity or worth of the Depositezt&ities), except that it agrees to perform its
obligations specifically set forth in the Deposijr&ement without negligence or bad faith.

Neither the Depositary nor the Company shall besurashy obligation to appear in, prosecute or
defend any action, suit or other proceeding ineespf any Deposited Securities or in respect of
the ADRs, which in its opinion may involve it in ganse or liability, unless indemnity
satisfactory to it against all expense and liapihall be furnished as often as may be required,
and the Custodian shall not be under any obligatidmtsoever with respect to such
proceedings, the responsibility of the Custodiandsolely to the Depositary.

Neither the Depositary nor the Company shall Baldidor any action or inaction by it in reliance
upon the advice of or information from legal counaecountants, any person presenting Shares
for deposit, any Holder or any other person belielg it in good faith to be competent to give
such advice or information; provided, however, timathe case of the Company, advice of or
information from legal counsel is from recognise&lUcounsel for U.S. legal issues, recognised
Russian counsel for Russian legal issues and resamyicounsel of any other jurisdiction for
legal issues with respect to that jurisdiction.

The Depositary shall not be liable for any actsoprissions made by a successor depositary
whether in connection with a previous act or onoissdf the Depositary or in connection with
any matter arising wholly after the removal or gesition of the Depositary, provided that in
connection with the issue out of which such potigbility arises the Depositary performed its
obligations without negligence or bad faith whil@éted as Depositary.

The Depositary shall not be responsible for anlyfaito carry out any instructions to vote any of
the Deposited Securities, or for the manner in Whday such vote is cast or the effect of any
such vote, provided that any such action or inadadn good faith.

The Depositary shall not be liable to the Compamy, Holder or Beneficial Owner or any other
person for the unavailability of Deposited Secastor for the failure to make any distribution of
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cash or property with respect thereto as a re$\l} any act or failure to act of the Company or
its agents, including the Russian Share Regigtraheir respective directors, employees, agents
or affiliates, (ii) any provision of any presentfature law or regulation of the United States, the
Russian Federation or any other country, (iii) pngvision of any present or future regulation of
any governmental or regulatory authority or stogkhange, (iv) any provision of any present or
future Charter of the Company or any other instmiheé the Company governing the Deposited
Securities, (v) any provision of any securitiesues$ or distributed by the Company, or any
offering or distribution thereof, or (vi) any act @od or war or other circumstance beyond its
control.

No disclaimer of liability under the Securities Astintended by any provision of the Deposit
Agreement.

Issue and delivery of replacement ADRs and exchangd ADRs

In case any ADR shall be mutilated, destroyed, twsitolen, the Depositary shall execute and
deliver a new ADR of like tenor in exchange andstitition for such mutilated ADR upon
cancellation thereof, or in lieu of and in subsign for such destroyed, lost or stolen ADR.
Before the Depositary shall execute and deliveeva ADR in substitution for a destroyed, lost
or stolen ADR, the Holder thereof shall have (8diwith the Depositary (i) a request for such
execution and delivery before the Depositary hascadhat the ADR has been acquired by a
bona fide purchaser and (ii) a sufficient indemritnd and (b) satisfied any other reasonable
requirements imposed by the Depositary.

Depositary’s fees, costs and expenses

The Company agrees to pay the fees, reasonablensegeand out-of-pocket charges of the
Depositary and those of any Registrar only in agaoce with agreements in writing entered into
between the Depositary and the Company from timénte. The Depositary shall present its

statement for such charges and expenses to theagyngmce every three months. The charges
and expenses of the Custodian are for the solauatod the Depositary.

The following charges shall be incurred by any pddpositing or withdrawing Shares or by any
Holder of ADRs or by any party surrendering ADRst@rwhom ADRs are issued (including,
without limitation, issuance pursuant to a stockid#nd or stock split declared by the Company
or an exchange of stock regarding the ADRs or DiggibSecurities or a distribution of ADRs
described in paragraph Bitributions in Share$, whichever applicable:

0] taxes and other governmental charges;

(ii) such registration fees as may from time to timeirbeeffect for the registration of
transfers of Shares generally on the Share Regi$tdre Company maintained by the
Russian Share Registrar and applicable to transférShares to the name of the
Depositary or its nominee or the Custodian or dmimee on the making of deposits or
withdrawals under the Deposit Agreement;

(i) such cable, telex and facsimile transmission ex@elrs are expressly provided in the
Deposit Agreement;

(iv)  such expenses as are incurred by the Depositahginonversion of foreign currency as
described in paragraph 8g¢nversion of foreign currengy

(v) a fee of US$5.00 or less per 100 ADSs (or portih@meof) for the execution and delivery
of ADRs, and the surrender of the ADRs in the aimstances provided for in the
Deposit Agreement;

(vi) a fee of US$0.02 or less per ADS (or portion thBréar any cash distribution made
pursuant to the Deposit Agreement;
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(vii) afee of US$0.01 or less per ADS (or portion thrper year to cover such expenses as
are incurred for inspections by the Depositary, Gustodian or their respective agents
of the Share Register maintained by the RussiameSRagistrar (which fee shall be
assessed against Holders of record as of the datiates set by the Depositary as
described in paragraph Condition Bixing of record date and distribution of any
paymentsand shall be collected at the sole discretiothefDepositary by billing such
Holders for such fee or by deducting such fee foma or more cash dividends or other
cash distributions);

(viii) a fee for the distribution of securities as destilin paragraph éD(stributions other
than in cash or Shargssuch fee being in an amount equal to the feeh®rexecution
and delivery of ADS referred to above which woustvé been charged as a result of the
deposit of such securities (for the purposes desdrin this paragraph 16 treating all
such securities as if they were Shares) but wheéchidties are instead distributed by the
Depositary to Holders; and

(ix) a fee not in excess of US$1.50 per certificateaforADR or ADRs for transfers made
pursuant to the terms of the Deposit Agreement.

The Depositary, subject to provisions of the DepAgreement, may own and deal in any class
of securities of the Company and its affiliates andDRs.

Listing

If any ADRs or the ADSs evidenced thereby are diste one or more stock exchanges in the
United States, the Depositary shall act as Registraappoint a Registrar or one or more co
registrars for registry of such ADRs in accordamngth any requirements of such exchange or
exchanges.

The Custodian

The Custodian shall be subject at all times anallinespects to the directions of the Depositary
and shall be responsible solely to it. The Custodnay resign and be discharged from its duties
under the Deposit Agreement by notice of such regign delivered to the Depositary at least
30 days prior to the date on which such resignaisono become effective. If upon such
resignation there shall be no Custodian acting utideDeposit Agreement, the Depositary shall,
promptly after receiving such notice, appoint assiibite custodian or custodians, each of which
shall thereafter be a Custodian under the Depogieédment. Whenever the Depositary in its
discretion determines that it is in the best irgeref the Holders to do so, it may appoint a
substitute or additional custodian or custodiamsheof which shall thereafter be one of the
Custodians under the Deposit Agreement. Upon ddroéithe Depositary the Custodian shall
deliver such of the Deposited Securities held asiare requested of it to any other Custodian or
such substitute or additional custodian or custwglia Each such substitute or additional
custodian shall deliver to the Depositary, fortthwilpon its appointment, an acceptance of such
appointment satisfactory in form and substancé¢oDepositary. Upon the appointment of any
successor depositary under the Deposit Agreemeth €ustodian then acting under the
Deposit Agreement shall forthwith become, withoy #urther act or writing, the agent of such
successor depositary and the appointment of suctessor depositary shall in no way impair
the authority of each Custodian under the Depogitt@ment; but the successor depositary so
appointed shall, nevertheless, on the written relqoé any Custodian, execute and deliver to
such Custodian all such instruments as may be prupeaive to such Custodian full and
complete power and authority as agent of such ssocelepositary.

Resignation and termination of appointment of the [@positary

The Depositary may at any time resign as Depostbgryritten notice of its election so to do
delivered to the Company, such resignation to &fkect upon the appointment of a successor
depositary and its acceptance of such appointreheeeinafter provided. The Depositary may
at any time be removed by the Company by writteticacof such removal effective upon the
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appointment of a successor depositary and its saxeep of such appointment as hereinafter
provided.

In case at any time the Depositary acting under Dieposit Agreement shall resign or be
removed, the Company shall use its best efforepfmint a successor depositary, which shall be
a bank or trust company having an office in thedBigh of Manhattan, The City of New York.
Every successor depositary shall execute and ddliviégs predecessor and to the Company an
instrument in writing accepting its appointment endhe Deposit Agreement, and thereupon
such successor depositary, without any furthepadeed, shall become fully vested with all the
rights, powers, duties and obligations of its poedsor; but such predecessor, nevertheless,
upon payment of all sums due it and on the writeguest of the Company shall execute and
deliver an instrument transferring to such sucaeafiarights and powers of such predecessor
under the Deposit Agreement, shall duly assigmsfier and deliver all right, title and interest in
the Deposited Securities to such successor, anitl ddlever to such successor a list of the
Holders of all outstanding ADRs. Any such successpositary shall promptly mail notice of
its appointment to the Holders.

Termination of the Deposit Agreement

The Depositary shall, at any time at the directmfnthe Company, terminate the Deposit
Agreement by mailing notice of such terminatiortte Holders of all ADRs then outstanding at
least 90 days prior to the date fixed in such mofar such termination. The Depositary may
likewise terminate the Deposit Agreement by mailiagice of such termination to the Company
and the Holders of all ADRs then outstanding, iay time 90 days shall have expired after the
Depositary shall have delivered to the Company igtesr notice of its election to resign and a
successor depositary shall not have been appaameccepted its appointment as described in
paragraph 19Resignation and termination of appointment of tlepasitary.

On and after the date of termination, the HoldearmfADR will, upon (a) surrender of such ADR
to the Depositary and (b) payment of any applicédmes or governmental charges and the fees
and expenses of the Depositary, including the éabke Depositary for the surrender of ADRs
referred to in the Deposit Agreement, be entitiedi¢livery, to him or upon his order, of the
amount of Deposited Securities represented by D8sAevidenced by such ADR in the manner
provided in the Deposit Agreement for surrendethef ADRs and withdrawal of the Shares. If
any ADRs shall remain outstanding after the dateewhination, the Depositary thereafter shall
discontinue the registration of transfers of ADRIsall suspend the distribution of dividends to
the Holders thereof, and shall not give any furthetices or perform any further acts under the
Deposit Agreement, except that the Depositary statitinue to collect dividends and other
distributions pertaining to Deposited Securitidmlksell rights and other property as provided in
the Deposit Agreement, and shall continue to del@eposited Securities, together with any
dividends or other distributions received with mxspthereto and the net proceeds of the sale of
any rights or other property, in exchange for thBRS surrendered to the Depositary (after
deducting, in each case, the fees of the Depoditathe surrender of an ADR, any expenses for
the account of the Holder of such ADR in accordawnith the terms and conditions of the
Deposit Agreement, and any applicable taxes or mowental charges).

At any time after the expiration of one year frotre tdate of termination of the Deposit
Agreement, the Depositary may sell the Depositedufiees then held under the Deposit
Agreement and may thereafter hold uninvested themeeeds of any such sale, together with
any other cash then held by it under the Deposieéigent, unsegregated and without liability
for interest, for the pro rata benefit of the Hoklef the ADRs which have not theretofore been
surrendered, such Holders thereupon becoming desreditors of the Depositary with respect
to such net proceeds. After making such sale,Dpositary shall be discharged from all
obligations under the Deposit Agreement, excejpictmunt for such net proceeds and other cash
(after deducting, in each case, the fee of the Biggy for the surrender of an ADR, any
expenses for the account of the Holder of such Ab&cordance with the terms and conditions
of the Deposit Agreement, and any applicable tamegovernmental charges). Upon the
termination of the Deposit Agreement, the Companmgllsbe discharged from all obligations
under the Deposit Agreement except for its oblayatito the Depositary described in paragraph
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16 (Depositary’s fees, costs and expehsesl indemnification provisions set out in the Dgip
Agreement.

Amendment of Deposit Agreement

Except for amendments to Section 5.13(a) of thedSiepAgreement pursuant to which the
Russian Share Registrar is appointed, the fornm®fADRs and any provisions of the Deposit
Agreement may at any time and from time to timeapeended by agreement between the
Company and the Depositary without the consent atiets or Beneficial Owners of ADRS in
any respect which they may deem necessary or désiraSection 5.13(a) of the Deposit
Agreement may be amended by the Company withoutdheent of the Depositary upon thirty
days' prior written notice to Holders of outstargdfiDRs as specified below. Any amendment
which shall impose or increase any fees or chafgéeer than taxes and other governmental
charges, registration fees, cable, telex or fadsitmansmission costs, delivery costs or other
such expenses), or which shall otherwise prejudicg substantial existing right of Holders,
shall, however, not become effective as to outstgndDRs until the expiration of thirty days
after notice of such amendment shall have beenngigethe Holders of outstanding ADRs.
Every Holder, at the time any amendment so becaffestive, shall be deemed, by continuing
to hold such ADR, to consent and agree to such dment and to be bound by the Deposit
Agreement as amended thereby. In no event shatharendment impair the right of the Holder
of any ADR to surrender such ADR and receive tlwréie Deposited Securities represented
thereby, except in order to comply with mandatamgvjsions of applicable law.

Notices

Any and all notices to be given to any Holder shml deemed to have been duly given if
personally delivered or sent by mail or cable,xelefacsimile transmission confirmed by letter,
addressed to such Holder at the address of sucieHak it appears on the transfer books for
ADRs of the Depositary, or, if such Holder shalVédiled with the Depositary a written request
that notices intended for such Holder be mailedaime other address, at the address designated
in such request.

Delivery of a notice sent by mail or cable, telexfacsimile transmission shall be deemed to be
effective at the time when a duly addressed letbataining the same (or a confirmation thereof
in the case of a cable, telex or facsimile transiorg is deposited, postage prepaid, in a post-
office letter box. The Depositary or the Compangymhowever, act upon any cable, telex or
facsimile transmission received by it, notwithstaigd that such cable, telex or facsimile
transmission shall not subsequently be confirmetétigr as aforesaid.

Severability

In case any one or more of the provisions containetie Deposit Agreement or in the ADRs
should be or become invalid, illegal or unenfordeah any respect, the validity, legality and
enforceability of the remaining provisions contairia the Deposit Agreement or in the ADRs
shall in no way be affected, prejudiced or distdrbeereby.

Governing Law

The Deposit Agreement and the ADRs shall be in&teal and all rights under the Deposit
Agreement and the ADRs and provisions thereof df&ljoverned by the laws of the State of
New York, except with respect to its authorisataéord execution by the Company, which shall
be governed by the laws of the Russian Federation.

Any controversy, claim or cause of action brougitamy party hereto against the Company
arising out of or relating to the Shares or othep@sited Securities, the ADSs, the ADRs or the
Deposit Agreement, or the breach thereof, shaldided by arbitration in accordance with the
Commercial Arbitration Rules of the American Arhiion Association, and judgment upon the
award rendered by the arbitrators may be enterednin court having jurisdiction thereof;

provided, that in the event of any third-partydétion to which the Depositary is a party and to
which the Company may properly be joined, the Camypaay be so joined in any court in
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which such litigation is proceeding; and provideunittier that any such controversy, claim or
cause of action relating to or based upon the praw$ of the Federal securities laws of the
United States or the rules and regulations prontetbahereunder may, but need not, be
submitted to arbitration as described in this paaply 24.2. The place of the arbitration shall be
The City of New York, State of New York, United &s of America, and the language of the
arbitration shall be English. The number of arliitra shall be three, each of whom shall be
disinterested in the dispute or controversy, shalle no connection with any party thereto, and
shall be an attorney experienced in internatioralsties transactions. If a dispute, controversy
or cause of action shall involve more than two ipartthe parties shall attempt to align
themselves in two sides (i.e., claimant and respot)d each of which shall appoint one
arbitrator as if there were only two parties tolsuispute, controversy or cause of action. If
such alignment and appointment shall not have oeduwithin twenty (20) calendar days after
the initiating party serves the arbitration dematine, American Arbitration Association shall
appoint the three arbitrators. The parties anddierican Arbitration Association may appoint
from among the nationals of any country, whethemaira party is a national of that country. The
arbitrators shall have no authority to award pweitor other damages not measured by the
prevailing party's actual damages and may notpinewvent, make any ruling, finding or award
that does not conform to the terms and conditidriteDeposit Agreement.

Any controversy, claim or cause of action arising of or relating to the Shares or other
Deposited Securities, the ADSs, the ADRs or thed3gpAgreement not subject to arbitration
shall be litigated in the Federal and state cdartee Borough of Manhattan.

The Company (i) irrevocably designated and appdir@®rporate Service Company, in the
United States of America, as the Company's authdr@gent upon which process may be served
in any suit or proceeding (including, but not liedtto, any arbitral proceeding as described in
paragraph 24.2 above) arising out of or relatintheoShares or Deposited Securities, the ADSs,
the ADRs or the Deposit Agreement, (ii) consenis submits to the jurisdiction of any court in
which any such suit or proceeding may be institudedi (iii) agrees that service of process upon
said authorised agent shall be deemed in everyecesgifective service of process upon the
Company in any such suit or proceeding. The Compantlger agreed to take any and all action,
including the filing of any and all such documentsd instruments, as may be necessary to
continue such designation and appointment in fuité and effect for so long as any ADSs or
ADRSs remain outstanding or the Deposit Agreememiaias in force.
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ADR PRICE HISTORY

The table below sets out, for the periods indicated reported high and low closing sales pricas pe
ADR on the London Stock Exchange, the principal keafor the ADRs. As at 12 January 2011, the
closing price in U.S. dollars per ADR on the Lond&tock Exchange was U.S.$61.90.

Price per ADR in U.S.$

Quarter Ending High Low

2010

31 December 59.65 53.40
30 September 58.6( 50.7C
1O I [0 1< 60.80 44.70
1 1Y =T (o] o T 59.40 50.50
2009

G B LS ToT =Y 1 0 o1 66.4( 52.7(
30 September 55.3( 39.8(
B0 JUNE.cvveneiieeieeeeieeecee e 57.4C 38.2¢
1Y = 1 o] o R 42.7°¢ 29.6(
2008

31 December 58.70 24.07
30 September 98.00 53.00
B0 JUNE ... 113.00 82.90
BLIMAICH e s e e raaaeas 86.2( 65.2(
2007

I B 1Tol =Y 010] o 1] GO PPPUTRRTNS 94.7( 83.0(C
30 September 85.7( 71.6C
B0JUNE ..o 85.70 72.90
1Y = 1] o SRR 89.80 75.40

Source: The website of the London Stock exchamger.londonstockexchange.com

Information about the past and further performaoicthe ADRs and their volatility can be obtainedrir
the website of the London Stock Exchange.

In relation to the years ended 31 December 20008 2hd 2009, LUKOIL declared final dividends of
approximately U.S.$1.80, U.S.$1.50 and U.S.$1.72 ABR, respectively, calculated based on the
respective ruble value of the dividend declaredgbare and the exchange rate on the respectivdedivi
record date.

INFORMATION RELATING TO THE DEPOSITARY

The Depositary is a state-chartered New York bankiorporation and a member of the United States
Federal Reserve System, subject to regulation apdrgision principally by the United States Federal
Reserve Board and the New York State Banking Dapant. The Depositary was constituted in 1784 in
the State of New York. It is a wholly owned subaigliof The Bank of New York Mellon Corporation, a
New York bank holding company. The principal offickthe Depositary is located at One Wall Street,
New York, New York 10286, United States of Ameritta.principal administrative offices are locatdd a
101 Barclay Street, New York, New York 10286, Uditetates of America. A copy of the Depositary’s
Articles, as amended, together with copies of ThakBof New York Mellon Corporation’s most recent
financial statements and annual report are availfdslinspection at the principal office of the Dsjtary
located at One Wall Street, New York, NY 10286, tddiStates of America, and at The Bank of New
York Mellon, One Canada Square, London E14 5AL téthKingdom.
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DESCRIPTION OF THE SHARES AND CERTAIN REQUIREMENTS OF
RUSSIAN LEGISLATION

We describe below our registered ordinary shatees,mhaterial provisions of our Charter and certain
requirements of Russian legislation applicableg@wd our shares.

General

Our share capital consists of 850,563,255 issuély, paid ordinary registered shares with a paugaif
0.025 ruble each, issued in accordance with the leiwthe Russian Federation. The shares are in-book
entry form. The register of shareholders is heldRegistrar NIKoil Company (JSC) with registered
office at bldg. 1, 5 Posledniy pereulok, 107045,sktaw, Russia. In addition to issued shares, ourt€ha
contains provisions on 85 million authorised buissned ordinary registered shares with a par vafue
0.025 ruble each. No preferred shares are audtbosoutstanding.

Rights of the holders of the Company’s ordinary shees

As required by the Federal Law No. 208-FZ on J&8tick Companies dated 26 December 1995, as
amended, (the Federal Law on Joint Stock Compauied)pursuant to our Charter, all of our ordinary
shares have the same nominal value and grant éaénights to their holders. Fully paid ordinaryasés,
except for treasury shares (which may only inclstiares held directly by the Company), give their
holder the right to:

* participate in the management of the Company asiged by the Federal Law on Joint Stock
Companies and our Charter;

» participate in general shareholders meetings abel mo all matters within shareholders meeting
competence;

* purchase shares and other securities of the Companyertible into shares, including by
exercising its preemptive rights as provided by Feeleral Law on Joint Stock Companies and
our Charter;

» freely transfer the shares without the consentluéroshareholders and the Company;

e receive information about the Company’s activitieg;luding on all matters included on the
agenda of the general shareholders meetings, rewiéwtes of the general shareholders
meetings;

» participate in distribution of the Company’s assetthe event of its liquidation;
e exercise its shareholders’ rights directly or tlglowepresentatives;

e receive a portion of the Company’s net profits {@#wnds) provided that each share of the same
category (type) shall grant its holders the sanmpeof rights with respect to dividends, in the
amount, form of payment and within the period eligabd by the general shareholders meeting;

< if holding, solely or with other holders, 2% or reaof our issued voting shares, within 30 days
after the end of our fiscal year, make proposath¢oannual shareholders meeting’s agenda and
nominate candidates to serve as our Presidentroeasers of the Board of Directors, the Audit
Commission and the Counting Commission whose numnshatl not exceed the established
number of members in the relevant body;

e if holding, solely or with other holders, 10% or remf our issued voting shares, demand from

the Board of Directors the calling of an extraoasynshareholders meeting or an unscheduled
audit of financial and business operations by thdidCommission;
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if holding, solely or with other holders, 1% or recof our issued voting shares, bring a claim
against the members of our Board of Directors,Mamagement Committee or the President as
provided by Russian law and our Charter;

demand the repurchase by us of all or some ofttaees owned by the holder of voting shares, as
long as the holder voted against or did not paudite in the voting on the following issues:

0 areorganisation;

0 entry into a major transaction relating to asseth walue exceeding 50% of the balance
sheet value of the Company's assets which is toapproved by the general
shareholders meeting; and

o the amendment of our Charter in a manner thatdistiireholders’ rights;

e acquire pro-rata to its shareholding additionakrstassued by us by way of open subscription as
well as additional shares issued by way of clogdbaription if such shareholder voted against
the issuance or did not participate in voting au@nce by way of closed subscription;

« have access to certain Company’ documents listaté¥rederal Law On Joint Stock Companies,
receive copies and, if holding solely or with othedders, 25% or more of our issued voting
shares, have access to accounting documents andesiiaf the meetings of the Management
Committee; and

e exercise any other rights granted to a holder of adinary shares in our Charter or under
Russian law.

Dividends

Our Board of Directors recommends the amount ofddivd on shares and the procedure for payment of
such dividend to our shareholders, who approve slicidends by a majority vote of the holders of
voting stock participating in the general sharebddmeeting. The amount of dividend approved at the
general shareholders meeting may not exceed thairgmrecommended by the Board of Directors.
Pursuant to our Charter the annual dividends ateilglited not later than on the last day of thedigear
during which the decision to pay dividends was aedpThe list of persons entitled to receive divide

is compiled as at the date of compilation of tts bf persons entitled to participate in the gehnera
shareholders meeting at which the decision on paymiedividends is adopted. In order to prepare the
list of persons entitled to receive dividends, namahishareholders shall provide information on the
persons on whose behalf they hold such sharesd®idis are not paid on treasury shares (which only
include shares held directly by the Company). Adogg to the Federal Law on Joint Stock Companies
dividends may be declared by the Company uponrteoéthe first quarter, semi-annually, as of thd e

of three quarters or annually. The Federal LawantJ5tock Companies allows us to resolve on (degla
payment of dividends to our shareholders only duhei profits calculated under Russian accounting
principles and as long as the following conditians met:

e the share capital has been paid in full;

» as of the date of such resolution the value ofnatrassets is not less and would not become less
as a result of the proposed dividend payment thansbare capital and reserve fund and the
excess of the liquidation value over par valuesstied and outstanding preferred shares, if any;

« we have repurchased all shares from shareholdeos hakie exercised their right to demand
repurchase in instances provided in the legislation

« as of the date of such resolution we are not, amaddwnot become as a result of the payment of
dividends, insolvent; and

e in other cases provided by law.
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Preemptive rights

The Federal Law on Joint Stock Companies grantstiegi shareholders a preemptive right to purchase
shares or issuable securities convertible into shares that we propose to sell in a public offering
proportionate to their existing shareholding. Alsbareholders who voted against or did not pasgteifn
voting on the private (closed) placement of sharessuable securities convertible into our shanes
entitled to acquire an amount of such shares owextible securities proportionate to their existing
holdings of the shares. This rule does not applgmitine shares or other issuable securities cobieerti
into our shares are placed in a closed placeméaltysmmong existing shareholders if all such erigti
shareholders are entitled to acquire whole numblestares and other issuable securities conveiitibde
our shares of an amount that is proportionate ¢ #xisting holdings. We must inform shareholdeys
way of publication of the relevant notice in thess media in which notice of the meeting is publish

of the proposed placement of shares and issuablgites convertible into shares at least 45 cadend
days prior to the offering, during which time sHeasklers may exercise their preemptive rights. & th
price of offered shares and issuable securitievartible into our shares is to be determined atfter
expiration of the preemptive rights, the sharehadghall have at least 20 days after publicatiothef
notice during which the shareholders may exertisg preemptive rights.

Share Acquisition and Anti-takeover protection

Russian legislation provides that any person iritentb acquire more than 30% of the ordinary shares
including shares already held by such a sharehobitder solely or with affiliates, of an open jostock
company has a right to make a public offer to #rget company addressed to the holders of shatés of
relevant categories (types) of its intention towe® the shares held by them under a voluntaryeteend
offer which must be accepted not earlier than 7gsdand not more than 90 days after receipt of the
voluntary offer by a company. Additionally the silaolder must, within 35 days of acquisition of mor
than 30% of the ordinary shares or from the momeéren such person becomes or should have become
aware of the fact that he individually or togetheéth his affiliates owns such number of shares, enak
public offer to all other shareholders holding oatly shares and the holders of issuable securities
convertible into such shares to buy such securftieendatory offer) at their market price, which slao
not be less than the weighted average acquisitemkeh price of the securities over the six monthfole

the date of filing the mandatory offer with the R&Fof Russia. The same requirement applies to
acquisitions of more than 50% and 75% of sharesrpfopen joint stock company. The acquirer’s
payment obligations arising from both voluntary anandatory offers must be secured in each case by a
irrevocable bank guarantee valid for at least saths after the expiration date of the period fayment

of the securities acquired. The voluntary and msorgaoffers will be made to the relevant holders of
securities through an open joint stock company.opan joint stock company’s board of directors must
consider the offer and make recommendations tosttaeholders regarding the offer received which
should be addressed to the shareholders togethttetive offer within 15 days from the day of receipt
the offer by an open joint stock company in the nenset forth in the Federal Law On Joint Stock
Companies for notification of shareholders meetifgter the voluntary or mandatory offer through an
open joint stock company has been made, the acquiag additionally notify the shareholders of the
offer by other means, however reflecting all thente and conditions of the relevant offer. At anpei
after an open joint stock company receives a valynor a mandatory offer and until 25 days priothe
expiration of the acceptance period in respecheflast offer received by the open joint stock camyp
any person has the right to make a competing vatyrdffer (that satisfies the requirements for wéuy

or mandatory offers as the case may be) to purcthedenumber of shares at a price not less than the
price of the securities specified in the voluntarymandatory offer previously made. Concurrentlyhwi
this a company must send the competing offer tchthiders of securities with a copy to the persom wh
made the respective voluntary or mandatory offeraddition, from the date of receipt by a compahy o
the voluntary or mandatory offer until 20 days aftee expiration of the period for acceptance afhsu
voluntary or mandatory offer, decisions on shangitahincreases through an additional share is®janc
approval of interested party transactions and tedther issues set forth by the Federal Law OmtJoi
Stock Companies may only be made at a generaltshldezs meeting.

If, as a result of either a voluntary or a mandatuffer, the acquirer purchases more than 95 pérmien
the voting shares, it will have an obligation to:

< notify all the other shareholders (within 35 dajfte@acquisition of shares above such threshold)

of their right to demand repurchase of their shamd other securities convertible into shares;
and
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e purchase their shares and/or convertible securitipen request of each such minority
shareholder.

In addition, within six months from expiration diet term for acceptance of a voluntary or mandatory
offers and if as a result of the offers not lessntl0 percent of the total number of shares haea be
acquired and the total number of shares held byattgpiirer exceeds 95% of the voting shares, the
acquirer has the right to deliver a buy-out requegtiiring the minority shareholders to sell thehiares

at a price not lower than the market price deteenhiby an independent appraiser.

A voluntary or mandatory offer to buy the Compangsares traded by the trade arrangers in the
securities market, the notice of the right to detheepurchase of the Company shares and the buy-out
request must be filed with the FSFM of Russia (pniatification). The FSFM may require revisionsm®
made to the terms of the offer, notice or buy-@guest in order to bring them into compliance it
Federal Law On Joint Stock Companies. The Compasyniot been subject to any of the above described
procedures in the last and current financial years.

Approval of the Russian Federal Antimonopoly Servie

The Antimonopoly Law requires that certain acqiosis of shares in a joint stock company must be
notified to or submitted for prior approval by tRAS, in particular these rules apply for acquisisiof
more than 25%, 50% or 75% of the voting shares gfird stock-company if the total assets of the
acquirer and its group and of the target and itsugrexceed a certain threshold as provided in the
Antimonopoly Law.

Moreover, Federal Law No. 57-FZ on Procedure forrydag out Foreign Investments into Enterprises
which have Strategic Importance for Ensuring Dedenad Security of the State dated 29 April 2008
provides that transactions involving acquisition dyoreign investor or a group of entities of slsare
(interests) comprising the charter capital of atitgiof strategic importance which uses a subs@haof
federal significance, if as a result of such tratisas the foreign investor or the group of ensitecquires
the right to exercise, directly or indirectly, tparcent or more of the total number of votes atrarho

the voting shares (interests) comprising the cha@eital of such entity, require a prior approwathe
Governmental Commission for Control of Foreign Isiveents in the Russian Federation, and
transactions involving acquisition of five or mgvercent of shares (interests) comprising chartpitala

of entities of strategic importance, require a ficmisaction notification to the relevant autharitihe
Company currently does not hold any licences teeltgvsubsoil areas of federal significance, butesom
of its subsidiaries hold such licences.

Liability of shareholders

The Civil Code, the Federal Law on Joint Stock Canigs and the Federal Law on Limited Liability
Companies generally provide that shareholders Ruasian joint stock company and members in a
Russian limited liability company are not liable fbe obligations of the company and bear onlyrisie

of the company's operating loss to the extent efiilue of the shares (interests) held by therns fiay

not be the case, however, when one company is apélietermining the decisions made by another
company. The company or partnership capable ofmié@téng such decisions is called an effective paren
The company whose decisions are capable of beidgteomined is called an effective subsidiary.

If the effective subsidiary is a joint stock comparnhe effective parent bears joint and several
responsibility for a transaction concluded by afeafve subsidiary if (i) the effective parent issua
binding instruction to the effective subsidiarycanclude the transaction and (ii) the right of dffiective
parent to issue binding instructions to the effectsubsidiary is provided for in the charter of the
effective subsidiary or in a contract between thepanies. If the effective subsidiary is a limitedbility
company, the effective parent bears joint and sg¢vesponsibility if the effective parent issuetdiading
instruction to the effective subsidiary to conclutie transaction (the ability of the effective paréo
determine decisions made by the effective subsidiarrecognized by virtue of the predominant
participation on its authorized capital, or in atact between the companies, or in any other wégn
the effective parent is able to determine decistortse adopted by the effective subsidiary).

In addition, an effective parent, a shareholdennimer, or other person that is capable of issuingibg
instructions to the effective subsidiary or deterimj its decisions otherwise may be secondarilgidia
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for such company’s obligations in the case ofrigolvency or bankruptcy. If the effective subsigiara
joint stock company, then the effective parent Wil secondarily liable if (i) the effective subsidi
becomes insolvent or bankrupt due to the faulheféffective parent; and (ii) the effective parkeméw
that such actions would result in the insolvenchankruptcy of the effective subsidiary. If insateg of

an open joint stock company is caused by actiorits ahareholders or other persons that are capdble
issuing binding instructions or determining its idemns otherwise these persons may be secondarily
liable in the event of the assets being insufficemly if they used such rights or possibility tetermine

a company’s decision knowing that such actions @oesult in insolvency or bankruptcy of a company.
If the effective subsidiary is a limited liabiligompany, then the effective parent, member or gibeson
capable of issuing binding instructions or deteiimgndecisions will be secondarily liable if the exfive
subsidiary’s insolvency or bankruptcy is due tofdndt of such effective parent, member or othespe

in case if the subsidiary’s property is insuffidien

Shareholders (other than the effective parentndéféective subsidiary that is a joint stock compamy
claim compensation from the effective parent causedugh the fault of the effective parent if the
effective parent used its rights and/or abilitycause the subsidiary to take any action and trectfe
parent knew that such action would result in a.lddembers (other than the effective parent) of an
effective subsidiary that is a limited liability mpany may claim compensation for the subsidiamyssés
from the effective parent caused through the falithe effective parent. In both cases, it is mdéevant
how the effective parent’s ability to make decisidor the effective subsidiary arises.

Distributions to shareholders on liguidation

Under Russian legislation the liquidation of a camp results in its termination without the transéér
rights and obligations to other persons as legatessors. Our Charter allows us to be liquidated:

* by a 75% vote of our shareholders at a generaébblters meeting; or

e by court order in instances provided for in theilGBode.
Following a decision to liquidate us, the rights n@mnage our affairs would pass to a liquidation
commission. In the case of a voluntary liquidatishareholders appoint the members of the liquidatio
commission at a general shareholders meeting. Thet cappoints members of the liquidation
commission in the case of an involuntary liquidati€reditors may file claims within a period to be
determined by the liquidation commission, but whitluist be at least two months from the date of
publication of the notice of liquidation by the digation commission.
The Civil Code gives creditors the following ora#ipriority during liquidation:

« claims of individuals to whom the liquidated entityliable for injuries or deaths, by way of
capitalization of the corresponding installmentmawts, and for moral harm compensation;

* payments to employees (former employees) and pagnoémnoyalties;
- federal, regional and local authorities and state nudget funds; and
* other creditors in accordance with Russian law.

The assets of a company remaining after settlemeitks creditors are distributed by the liquidation
commission among shareholders in the following paderiority:

e payments to repurchase shares from shareholdeirsghidre right to demand repurchase;

e payments of accrued but unpaid dividends on prefestock and the liquidation value of the
preferred stock set forth in the charter, if anyd a

e payments to holders of ordinary and preferred share
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Redemption of shares

The Federal Law on Joint Stock Companies does lfmt @ company to reduce its share capital below
the minimum share capital required by law. As ofCBcember 2010, the minimum share capital for an
open joint stock company was 100,000 rubles or @pprately $3,300 (at the exchange rate as of 31
December 2010). Reduction in our share capitaluindhe repurchase and cancellation of part ofeshar
requires a majority vote at a general shareholdesting, whereas reduction in the nominal valuthef
shares requires a three-fourths majority vote ef gshareholders only on the proposal of our Board of
Directors. Additionally, within 3 business daysaflecision to reduce our share capital we musfynoti
the authority in charge of state registration gialeentities of the above decision and publish éwidth a
one month periodicity the notice of charter capitduction in a publication with the information thie
legal entities’ registration. Our creditors woulteh have the right to demand within 30 days from th
date of the latest publication of such notice, ¢lagly exercise of the corresponding obligationsthmsy
Company and if such early exercise is not posstblenination of the obligations and compensatian fo
any associated damage. Period of limitation on slahms is six months from the date of the latest
publication of the notice.

The Federal Law on Joint Stock Companies and oart€hallow our Board of Directors to authorise
repurchase of not more than 10% of our sharesc¢hange for cash, except for repurchase of shares fo
the purpose of decreasing the charter capital winchuld be adopted at a general shareholders rgeetin
However, we either must resell the repurchasedeshair not less than their market price within oeary

of their acquisition or our shareholders must det¢areduce the charter capital by cancelling siares.

A decrease in our charter capital would triggerdteglitors rights discussed above.

The Federal Law on Joint Stock Companies allowsousepurchase our shares only if, at the time of
repurchase:

e our charter capital has been paid in full;
e we are not and would not become, as a result afegerchase, insolvent;

» the value of our net assets is not less (and woatdbecome less, as a result of the proposed
acquisition) than the sum of our charter capita, teserve fund and the excess of the liquidation
value over par value of our issued and outstanpiieterred shares, if any;

* we have repurchased all shares tendered by shdeshdiaving the right to demand repurchase
of their shares, as described below.

Russian law provides that our shareholders may ddntize repurchase by us of all or some of their
shares so long as the shareholder demanding spahchase voted against or did not participate é th
voting on the decision approving any of the follogiactions:

e areorganisation;

e entering into a major transaction the subject maifewhich is the property having value in
excess of 50% of the balance sheet value of oetgsshere the approval of the transaction is to
be made by the general shareholders meeting; and

« amending our Charter in a manner that limits stadsns’ rights.

Pursuant to the Federal Law on Joint Stock Comgaltfie board of directors must approve the report o
the results of repurchase of the shares within &@& af the date of the relevant decision of theegan
shareholders meeting, on the basis of which thevagit title transfer entries must be made in the
shareholders’ register. A company may not repuretsasires in such circumstances for an amount which
exceeds 10% of the Company’s net assets calcudatsatding to Russian accounting standards as of the
adoption date of one of the decisions describedablb the aggregate number of shares in respect of
which shareholders have exercised their right toate repurchase exceeds the number of shares which
the Company can redeem subject to the above lionitathe shares will be repurchased from the
shareholders onpro ratabasis.
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Share registration, transfers and settlement

Our shares are ordinary registered shares entarediri share register. Any of our shareholders may
obtain an extract from the share register certifythe number of shares that the shareholder holds.
Russian law requires that the register of sharemslaf a joint stock company with more than 50
shareholders be maintained by an independent ragifegistrar NIKoil Company (JSC) maintains our
register of shareholders.

A shareholder may conclude an agreement with ase& depositary, under which a depositary will be
responsible for keeping records of transfers ditdgver the deposited shares. Under Russiand¢igis)

the conclusion of a depositary agreement does nigtil éransfer of the right of ownership over the
deposited shares to a depositary, and a depositayynot carry out any operations with the deposited
shares except under instruction of the sharehafdre situations identified in the deposit agreetr(@s

a nominee shareholder).

A purchase, sale or other transfer of shares areng@ished through the making of a title transfeire

in the shareholder register, or the registratiotheftransfer with a licensed Russian depositashéres
are held by such depositary. The registrar or degrgsmay not require any documents in addition to
those required by Russian legislation in orderrémgfer shares in the register. Refusal to regisier
shares in the name of the transferee or, upon seé@figehe beneficial holder, in the name of a na@sin
holder, may be challenged in court.

Reserve fund

Russian legislation requires that each joint stosknpany establish a reserve fund to be used only to
cover the company’s losses, redeem the companyidsband repurchase the company’s shares in cases
when other funds are not available. According to®@harter, our reserve fund shall constitute 15%uof
charter capital and shall be formed by way of réngtannually of 5% of our net revenues to the mese
fund until it reaches the prescribed amount. Ashefdate of these Listing Particulars our reseoel f
was paid in full.

Disclosure of Information

Russian securities regulations require us to méalee following public disclosures and filings on a
periodical basis:

« filing with the FSFM and publishing on our websitequarterly reports containing information
about us, our shareholders, the structure of ourag@ment bodies, the members of the board of
directors, our branches and representative offices, shares, bank accounts and auditors,
material facts in the reporting quarter, and otinéormation about our financial and business
activity;

¢ publishing in newswire, as well as on our websitd,an certain cases, in press, any information
concerning material facts and changes in our filguweondition or business activities, including,
but not limited to, among other things:

0 any reorganisation of the Company, our subsidiag affiliated entities;

0 certain changes in the composition of our assets€ase or decrease of the value of our
assets by more than 10 percent, as well as incoeadecrease of our net income or net
losses by more than 10 percent);

0 various stages of share issuance;

o resolutions of the general shareholders meetings;

0 accrued and paid income on issued securities;

0 on acquisition by a person or persons of Compashgses where the state registration of
securities issuance (additional issuance) was aglisimed with the registration of the
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prospectus of such securities, or the acquisitibnigihts under an agreement with a
shareholder to manage the voting by such secudtitfse general shareholders meeting
if as a result of such acquisition the relevansperobtains a direct or indirect ability to

manage independently or together with its affisatmore than 5%, 10%, 15%, 20%,

25%, 30%, 50% or 75% of votes granted by the owtlite ordinary shares of the

Company;

o information on any of the following documents reesl by us: (i) a voluntary offer
(including any competing offer); a mandatory offercluding any competing offer);
(ii) a notice to the shareholders regarding thigintrto request purchase of their shares
by the person that has acquired more than 95%eofdtal of the ordinary shares and
voting preferred shares, including the shares bglduch person and its affiliates; or
(iii) a request that minority shareholders seliitlsdares to the person that has acquired
more than 95% of total amount of ordinary and \@tpreferred shares, including
shares belonging to affiliates of the acquirer;

e disclosing our charter and internal regulations;

» disclosing our annual report and annual accounsitegements prepared in accordance with
Russian accounting standards;

» disclosing on our website a list of our affiliateersons on a quarterly basis; and

« other information as required by Russian securiégslation.
General Shareholders Meetings
Procedure
The competence of a shareholders meeting arersietifiche Federal Law on Joint Stock Companies and
in our Charter. According to our Charter, among ig®ies which the shareholders have the exclusive
power to decide are:

« amendments to our Charter or approval of any nesimes of our Charter;

» reorganization of the Company;

< liquidation of the Company, appointment of the idation commission and approval of interim
and final liquidation balance sheets;

e determination of the number of members of the Badiidirectors, election of its members, early
termination of their powers, determination of remration and compensation payable to the
members of the Board of Directors;

e determination of the number, par value and clagsejtof authorised shares and rights granted by
such shares;

* increase of the Company’s charter capital throdpghn(increase in the par value of the shares;
(ii) placement of additional shares by private suipsion; and (iii) placement of additional
shares representing more than 25 percent of odistshares, by open subscription;

« decrease of the Company’s charter capital thro(iyjla: decrease in the par value of the shares;
(i) acquisition by the Company of part of the sfgam order to reduce the total number thereof;

and (i) the cancellation of shares acquired @urehased by the Company in accordance with
the Russian law;

» election of the President and early terminatiothefpowers of the President;
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election of the members of the Audit Commission a@adly termination of their powers,
determination of remuneration and compensation lgaydao the members of the Audit
Commission;

approval of the Company’s auditor;

approval of annual reports and annual financiakstents, including the income statement of the
Company; distribution of profits, including paymeudeclaring) of dividends, and losses of the
Company based on the results of the financial year;

determination of the rules for the conduct of aggahshareholders meeting;

election of members of the Counting Commission eadly termination of their powers, in cases
stipulated by effective legislation;

split and consolidation of the Company’s shares;
approval of interested-party transactions in casiesilated by effective legislation;

approval of major transactions involving acquisitidisposal or the possibility of disposal by the
Company of assets with the value exceeding 50 pemiethe book value of the Company’'s
assets according to its financial statements akeofatest reporting date, with the exception of
transactions completed in the ordinary course ®fGompany’s business, transactions related to
placement by the Company of ordinary shares by me&isubscription (sale) and transactions
related to placement of securities convertible @tonpany’s ordinary shares;

approval in accordance with the procedure provittedby the Federal Law on Joint Stock
Companies for approval of major transactions afaadaction or a series of related transactions
with a value exceeding 50 percent of the book valuthe Company’s assets according to the
Company’s financial statements as of the latesbrtg date involving acquisition, disposal or
the possibility of disposal of capital assets ia #phere of production or processing of oil, gas
and gas condensate, refined products marketintjtifsi hydrocarbon transportation facilities
and shares (participatory shares) in businessiemntiiolding such assets and/or rights for
exploration or production of hydrocarbon resoungekess such transaction or a series of related
transactions required approval under a differeatg@dure contemplated by our Charter;

approval of a major transaction or a series ofeelaransactions requiring approval of the Board
of Directors in accordance with our Charter, if B@ard of Directors has not reached unanimity
on the issue;

acquisition by the Company of outstanding sharesder to reduce the total number thereof;

decisions on participation in financial-industrigtoups, associations and other unions of
commercial organisations;

approval of internal regulations governing actastiof the Company’s management bodies;
placement of convertible securities through privatdscription, and placement through open
subscription of securities convertible into ordynahares which can be converted into more than

25 percent of the Company’s outstanding ordinagres

other matters provided for by the Federal Law dntJstock Companies.

Voting at a general shareholders meeting is gelyaralthe principle of one vote per ordinary shavith

the exception of the election of the Board of Dioes, which is carried out through cumulative vote.
Decisions are generally passed by a majority vétthe® holders of voting shares present at a general
shareholders meeting. However, Russian law andCharter requires a three-quarters majority vote of
the holders of voting shares present at a genkeaebolders meeting to approve certain matterajeds

as in some instances it requires a prior recomntemdaf the Board of Directors.
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The quorum requirement for our shareholders medtinget if shareholders (or their representatives)
accounting for more than 50% of the issued votimgras are present. If the 50% quorum requirement is
not met, another general shareholders meeting théhlsame agenda may (or, in the case of an annual
meeting, must) be scheduled and the quorum reqainens satisfied if shareholders (or their
representatives) accounting for at least 30% ofg¢figed voting shares are present at that meeting.

The annual general shareholders meeting must beened between 1 March and 30 June of each year,
and the agenda must include the following items:

» election of members of the Board of Directors;

« approval of the annual report and annual finarstalements, including the Company’s income
statement;

« approval of distribution of the profits and lossasthe Company based on the results of the
financial year, including payment (declarationydofidends;

« approval of an auditor of the Company;
» election of members of the Audit Commission; and
e other matters within its competence.

A general shareholders meeting may be held inra fufra meeting or by absentee ballot. The following
issues cannot be decided by a shareholders mdstialgsentee ballot:

* election of members of the Board of Directors;
* election of the Audit Commission;
» approval of the Company’s auditor; and

« approval of the annual report, annual accountiatestents including profit and loss statement,
distribution of profits, including payment (decltom) of dividends, and losses based on the
fiscal year results.

Notice and participation

In accordance with the Federal Law on Joint Stookn@anies and our Charter, all shareholders entitled
to participate in a general shareholders meetingt ime notified of the meeting not less than 30 gai

to the date of the meeting. According to our Chattee notice on any general shareholders meekialy s
be published in the newspapdsssiyskaya Gazetar Izvestia as well as in Russian regional printed
media, which should specify, without limitation, ethagenda for the meeting. In relation to an
extraordinary general shareholders meeting to dleetboard of directors or a general shareholders
meeting to approve any reorganisation in the fofrmerger, spin-off or demerger (division) and teatl

the board of directors of the company establisteed eesult of any reorganisation in the form of geey
spin-off or demerger (division), shareholders mastnotified at least 70 days prior to the datehef t
meeting. Only those items that were set out inafpenda may be voted upon at a general shareholders
meeting. In accordance with our Charter, the Compsrall send voting ballots to the shareholders not
later than 30 days prior to the date of the ansbafteholders meeting and no later than 25 daysebdie
date of the extraordinary shareholders meeting.

The list of persons entitled to participate in ae@l shareholders meeting is compiled on the bafsis
data in our shareholders register on the date lesttad by the Board of Directors, which date maiftes

be earlier than the date of adoption of the boasblution to hold a general shareholders meeting no
more than 50 days before the date of the meetingn(the case of an extraordinary shareholderdingee
to elect the Board of Directors by cumulative vatet more than 85 days before the date of the mgeti
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In the event of a general shareholders meeting evbatlot papers are circulated prior to the general
shareholders meeting, the date for compiling thiedf shareholders entitled to participate in teaegal
shareholders meeting shall be set not less thata@s prior to the general shareholders meeting.

The right to participate in general shareholderstings may be exercised by a shareholder as fallows
* by personally participating in the discussion ofmdn items and voting thereon;
« through an authorised representative;

* by absentee ballot.

Board of Directors

Our Board of Directors shall exercise the generahagement of the Company's activities, with the
exception of issues within jurisdiction of a genesiaareholders meeting. The procedure for convocati
and conduct of meetings of the Board of Directersat forth in the Regulations of Board of Direstof
OAO LUKOIL approved by the General Shareholders fibgeof the Company on 27 June 2002, as
subsequently amended.

The Federal Law on Joint Stock Companies requirésast five members to form a board of direct@s a
a general rule, at least seven members to formaadbaf directors for joint stock companies with mor
than 1,000 holders of voting shares, and at ldastmembers to form a board of directors for jaituick
companies with more than 10,000 holders of votimagras. Our Charter provides that Board of Directors
should be formed by eleven members.

According to our Charter, members of our Board afe€tors shall be elected at shareholders meeting
through cumulative voting, for a term until nextnaal shareholders meeting. Shareholders shall make
every effort to nominate and elect at least threlependent directors to the Board of Directorss@amt

to a decision of a shareholders meeting, the aityhoi all members of the Board of Directors may be
terminated before the expiry of their term.

Pursuant to the Federal Law on Joint Stock Compgaaiel our Charter the following issues shall be
referred to the authority of the Board of Directonsth the exception of cases where decisions en th
issues listed below may only be taken by the gérsrareholders meeting in accordance with effective
legislation:

« definition of the Company’s priority activities;

» convocation of annual and extraordinary sharehsldegeting except for cases provided for by
the laws of the Russian Federation;

« approval of the agenda of the shareholders meeting;

e setting the date for compiling the list of persanitéed to participate in a shareholders meeting,
as well as other matters related to preparationrahding of a shareholders meeting provided
for by the laws of the Russian Federation;

» deciding on the matters relating to an increaseuoftharter capital as provided in our Charter;

» placement of our bonds and other issuable secuiitieluding securities convertible into our
Shares, except when the decision on placementabf securities is referred to the authority of
the general shareholders meeting (see descriptiGemneral Shareholders Meetingbove);

« determination of the value (monetary evaluation) agfsets, placement price and price at
redemption of issuable securities in accordanck thig laws of the Russian Federation;

» approval of a decision on securities issue, a s of securities issue and a report on the
results of securities issue;

e acquisition of our shares, bonds and other issusdtarities with exceptions provided in our
Charter, except when the decision on acquisitiorshares is referred to the authority of the
general shareholders meeting (see descripti@eimeral Shareholders Meetingbove);
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« formation of the Management Committee, our collegiecutive body, pre-term termination of
powers of its members, determination of the priattprms of agreements entered into with the
President and members of the Management Committee;

* recommendation on the amount of dividend on shameshe procedure for its payment;

« recommendations to the shareholders at the iniéiaif the Board of Directors regarding voting
on matters included in the agenda of the sharet®lideeting;

+ use of our reserve and other funds;

« approval of the internal corporate documents othan those the approval of which falls within
the authority of the general shareholders meetirtgthe Company’s executive bodies;

« establishment of our branches and representaffiee®and their liquidation, and amending our
Charter accordingly;

« approval of major, interested party transactioms] ather transactions in cases provided for by
the Federal Law on Joint Stock Companies and oart€h

» approval of our Registrar and the terms of the egent with the Registrar, termination of such
agreement;

« other issues as provided for by the Federal Lawaint Stock Companies and our Charter.

According to our Charter, the meeting of our BoafdDirectors has a quorum if at least half of the
elected members of the Board of Directors are ptesla addition, the presence of at least one
independent director (if there are any on the Ba#riirectors) is mandatory. The Board of Director
makes decisions by a majority vote of those pauditng in the meeting, unless otherwise providedrfo
our Charter. Certain decisions require a unanimais of all members of the Board of Directors as
provided for by our Charter.

President

The President, being our sole executive body, meste current operations and heads the Management
Committee. According to our Charter, the Presidemtippointed by the general shareholders meeting fo
a term of five years. Pursuant to the laws of thesdan Federation, the President is vested with all
powers he may need to manage the Company. ThelBnésicts without the power of attorney on behalf
of the Company within his competence set out byCGharrter and applicable laws.

Mr. Vagit Yusufovich Alekperov has served as ouedtdent and as the Chairman of our Management
Committee since 1993.

Management Committee

The Management Committee is our collegial execubiedy. Its members are appointed annually by the
Board of Directors. Together with the President, anagement Committee is responsible for our day-
to-day management and administration. The time @ondedure for convocation and holding meetings
and the procedure for approval of decisions arerdehed by the Regulations on the Management
Committee of OAO LUKOIL approved by the annual Gehé&hareholders Meeting of the Company on
27 June 2002.

Audit Commission

Our Audit Commission exercises control over thaifficial and economic activity of the Company. The
rules of the Audit Commission are set forth in fRegulations on the Audit Commission of OAO
LUKOIL approved by the annual General Shareholdéegting of the Company on 27 June 2002, as
subsequently amended. Our Audit Commission cuyerghsists of three members who are elected by
the annual shareholders meeting in accordancethétiprocedure established by our Charter. The ¢érm
office of the Audit Commission is reckoned from ttime of its election by the annual shareholders
meeting to the time of the election of a new Alitmmission by the next annual shareholders meeting.

The authority of individual members of the Audit f@mission may be terminated by decision of the
general shareholders meeting. Any shareholder grpamson nominated by a shareholder may be a
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member of the Audit Commission. Members of the A@bmmission may not concurrently be members
of the Board of Directors or hold other position©ur management bodies.

According to the Federal Law on Joint Stock Comeanand our Charter, our Audit Commission
performs audit (review) of the Company’s finan@ald economic activities at the end of each opegatin
year of the Company and at any time on its ownaitiMe, by decision of the general shareholders
meeting or Board of Directors, or at the requestwfshareholder (shareholders) holding in aggesgat
least 10 percent of the voting shares of the Compan

Interested Party Transactions

Under the Federal Law on Joint Stock Companiestaitetransactions defined as "interested party
transactions" require approval by "disinterestelealors or shareholders of the Company. "Intetkste

party transactions” include transactions in thescommation of which either a member of the board of
directors, or a person acting as the sole execbtdy including a management company or a manger, o
a member of any collegial executive body of a camypar a shareholder that owns together with any
affiliates 20% or more of company’s voting sha@sany person who is able to give binding instrtsi

to the company, is interested, provided such peatson their spouses, parents, children, adoptive or
adopted parents or children, brothers or sisteteeohalf blood or the full blood, and/or theiribdftes:

e are a party to, or a beneficiary of, or a represtére or intermediary in, a transaction;

« own, individually or collectively, at least 20% tfe issued voting shares of a legal entity that is
a party to, or a beneficiary of, or a represengativintermediary in, a transaction;

« hold positions in a management body of the entityctv is a party to, or a beneficiary of, or a
representative or intermediary in, a transactionpasitions in the management bodies of the
managing company of such entity;

* in other cases set forth in the entity's charter.

The Federal Law on Joint Stock Companies requines the above mentioned persons disclose to a
company that they may be considered "interestedthfe purposes of the Federal Law on Joint Stock
Company. An "interested party transaction" of a pany with more than 1,000 holders of voting shares
should be approved by a majority vote of the indeleat directors of a company who are "not inted'ste
in the transaction. An "independent director” isoard member who is not, and within the year prieged
the decision was not, the general director, a membeany collegial executive body, a member of a
managing body of the management company, or aliag#fiof the company, excluding board members.
Additionally, such person’s spouse, parents, caildadoptive or adopted parents or children, brstbe
sisters of the half blood or the full blood of symrson may not occupy positions in the executodids

of a company or its management company, or be #reagers of the company. For companies with 1,000
or fewer holders of voting shares, an interestatygeansaction must be approved by a majority \ajte
the directors who are "not interested" in the taatisn if the number of these directors is suffitieo
constitute a quorum for the board meeting as s#t fo the charter.

Resolution on approval of the interested-partydaation is made at the general shareholders meaying
majority vote of all holders of voting shares whe aot interested in the transaction if:

* the transaction or a number of inter-related trati@as involves assets the value of which,
according to the accounting statements (the adirisprice of the acquired assets) is 2% or
more of the balance sheet value of the companystasdetermined in accordance with its
accounting statements as of the last accountirgy dat

» the transaction or a number of inter-related tretisas is placement through subscription or sale
of shares in an amount exceeding 2% of the compamgviously issued ordinary shares and
ordinary shares into which previously issued s¢i@srconvertible into shares may be converted;

» the transaction or a number of inter-related tretisas involves placement through subscription
of issuable securities convertible into shares tmaty be converted into ordinary shares
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constituting more than 2% of the company’s previpussued ordinary shares and ordinary
shares into which previously issued securities editde into shares may be converted,;

» the number of directors who are not interestechnttansaction is not sufficient to constitute a
quorum, as defined in the charter, for holding atimg of the board of directors; or

» all the members of the board of directors of theagany are interested parties, or none of them is
an independent director.

Approval by a majority of shareholders who are int¢rested in the transaction may not be requiced f
an interested party transaction if such transadé@ubstantially similar to transactions conclutbgdhe
company and the interested party in the ordinamyrsm of business before such party became an
interested party with respect to the transactiomchSexemption applies only to "interested party”
transactions made during a period when such padybecome an "interested party" until the next ahnu
general shareholders meeting.

The approval of interested party transactions tgequired in the following instances:

e a company has only one shareholder that simultaheqerforms the functions of the sole
executive body of the company;

» all shareholders of a company are deemed inter@sgdh transactions;

» the transactions arise from the shareholders exectibeir preemptive rights to purchase a
company’s newly issued shares or issuable seaugtavertible into shares;

e acompany is acquiring or repurchasing its issinedes;
e reorganisation of a company by merging with or iat@ther company; or

e the company is required by the federal legislationl/or other normative acts of the Russian
Federation to enter into the transaction, and esa#thts under such transactions are made
pursuant to fixed tariffs and prices establishedHgyauthorities responsible for state regulation
of prices and tariffs.

Any interested party transaction must be approvest fo its execution. Upon a claim by a company or
any of its shareholders, a court may invalidate iatgrested party transaction entered into in bveafc
the requirements established by the Federal Ladoort Stock Companies.

Major Transactions

The Joint Stock Companies Law defines a "majorsgiation” as a transaction (including loan, credit,
pledge, or guarantee), or a series of transactioms|ving the acquisition or disposal, or a posgipof
disposal by a company, directly or indirectly, obperty having a value of 25% or more of the batanc
sheet value of the assets of a company as detetrmrngccordance with its accounting statementsfas o
the last accounting date with the exception ofgaations completed in the ordinary course of bssiroe
transactions involving the placement of ordinargrsls or issuable securities convertible into ongina
shares.

Major transactions involving assets ranging frorfe2® 50% of the balance sheet value of the as$ets o
company require unanimous approval by all membetseoboard of directors or, failing to receive suc
approval, a simple majority vote of holders of tling shares participating in the general shac#rsl
meeting. Major transactions involving property ikcess of 50% of the balance sheet value of thesasse
of a company require a three-quarters majority \aft@olders of the voting shares participating hie t
general shareholders meeting.

Any major transaction entered into in breach of thguirements established by the Federal Law Joint

Stock Companies may be invalidated by a court unisto a claim made by a company or any of its
shareholders.
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Our Charter also provides for approval by the BsafdDirectors by a majority of votes of a trangact
or a series of related transactions involving thquésition or disposal, or a possibility of displpsaf
property having a value of 10% to 25% of the badasiteet value of the assets of a company as tdghe
accounting date, except for transactions complietélge ordinary course of business.

Exchange Control and Withholding of Taxes

Dividends to foreign shareholders may be paid ieifm currency or converted into foreign currency.
The tax on dividends shall be withheld by the Conypas tax agent pursuant to applicable legislation.
For more information on taxation of dividends pleatso refer toTaxation — Russian Federatibn

Notification of Foreign Ownership to Tax Authorities

Pursuant to Part | of the Tax Code of the RussiedeFation dated 31 July 1998, as amended (the Tax
Code), foreign persons registered as individuatepnéneurs in Russia and foreign companies that
acquire shares in a Russian joint stock companymeay to notify the Russian tax authorities withire
month following such acquisition. The procedure fatifying the Russian tax authorities by foreign
companies that are not registered with the Rudgsiarauthorities at the time of acquisition of slsai®e
unclear.

Notification of Acquisition of Certain Thresholds

Pursuant to Russian securities legislation, eattien®f ordinary shares of a joint stock companystu
notify a company and the FSFM of the acquisitiod#f or more of such ordinary shares and any change
in the number of the total issued ordinary shabewe or below a threshold of 5%, 10%, 15%, 20%, 25%
30%, 50% or 75% of the issued ordinary shares ter khan five days following the date when the
relevant credit entry with respect to the persawount (custody account) is made. Each notifioatio
must contain the name of the shareholder, the nafniee company, state registration number of the
issuance (additional issuance) of shares, anduimder of the ordinary shares acquired.
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TAXATION

The following is a general description of certaint€h and Russian tax considerations relating to the
Bonds and the ADRs. It does not purport to be rapgtete analysis of all tax considerations relating

the Bonds or ADRs whether in those countries aveffiere. Prospective purchasers of the Bonds should
consult their own tax advisers as to the conseqsennder the tax laws of the country of which they
resident for tax purposes and the tax laws of teéh&flands and the Russian Federation of acquiring,
holding, converting and disposing of the Bonds meaiving payments of interest, principal and/dreot
amounts under the Bonds as well as receiving, hgldind disposing of the ADRs and receiving
dividends on the ADRs. This summary is based upenlaw as in effect on the date of these Listing
Particulars and is subject to any change in lawrtey take effect after such date.

Also investors should note that the appointmeraibynvestor in the Bonds, or any person througkciwvhi
an investor holds the Bonds, of a custodian, ctiiaagent or similar person in relation to such@®in
any jurisdiction may have tax implications. Inw@stshould consult their own tax advisers in relatio
the tax consequences for them of any such appoiritme

The Netherlands

The following is a summary of certain material Duttax consequences of purchasing, owning and
disposing of the Bonds and/or ADRs received upamnversion of the Bonds. It does not purport to be a
complete analysis of all possible tax situatioret timay be relevant to a decision to purchase, own o
dispose of the Bonds and/or ADRs. In particulais thiscussion does not consider any specific facts
circumstances that may apply to a particular pwehaHolders should consult with their own tax
advisers with regard to the tax consequences @&sitimg in the Bonds and/or ADRs in their particular
circumstances. This summary does not allow any losiuns to be drawn with respect to issues not
specifically addressed. This summary is based erlals of The Netherlands currently in force and as
applied on the date of these Listing Particularsictv are subject to change, possibly with retreactf
retrospective effect.

It is assumed that the Bonds and/or ADRs and inc@oeived or capital gains derived therefrom, ate n
attributable to employment activities of the holdéthe Bonds and/or ADRs and that a holder of Bond
and/or ADRs will not hold directly or indirectlysubstantial interesa@nmerkelijk belangin the Issuer.

Withholding tax

All payments made by the Issuer under the Bondgoam®DRs may be made free of withholding or
deduction of, for or on account of any taxes of telar nature imposed, levied, withheld or assebsed
The Netherlands or any political subdivision orisgxauthority thereof or therein.

Taxes on income and capital gains
Individuals

A holder of Bonds and/or ADRs who is an individuwall not be subject to any Dutch taxes on income or
capital gains in respect of any benefit deriveddeemed to be derived from Bonds and/or ADRs,
including any payment under the Bonds and/or ADRS$ @ny gain realised on the disposal of the Bonds
and/or ADRs, except if:

(a) he is either resident or deemed to be residenhi Netherlands for Dutch tax purposes or has
elected to be treated as a resident of The Netiasléor Dutch income tax purposes; or

(b) he derives profits from an enterprise, whetherragmtrepreneuropdernemeror pursuant to a
co-entitlement to the net value of such enterpiagieer than as a shareholder, such enterprise is
either managed in The Netherlands or carried onyliimle or in part, through a permanent
establishment or a permanent representative inNEtbeerlands and his Bonds and/or ADRs are
attributable to such enterprise.

Furthermore, a holder of Bonds and/or ADRs who nsirdividual and who does not come under
exception (a) nor under exception (b) above will be subject to Dutch taxes on income or on capital
gains in respect of any payment under the Bond#oakDRs or any gain realised on the disposal or
deemed disposal of the Bonds and/or ADRs, provitlatisuch holder does not carry out any activities
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The Netherlands with respect to the Bonds and/oRaEhat exceed ordinary active asset management
(normaal vermogensbhehgeand such holder of Bonds and/or ADRs does natveleor is deemed to
derive, benefits from the Bonds and/or ADRs that(@therwise) taxable as benefits from other dtivi

in The Netherlandg¢sultaat uit overige werkzaamheglen

Entities

A holder of Bonds and/or ADRs other than an indir&bwill not be subject to any Dutch taxes on ineom
or capital gains in respect of any benefit derieeddeemed to be derived from Bonds and/or ADRs,
including any payment under Bonds and/or ADRs amdgain realised on the disposal of Bonds and/or
ADRs, except if:

(a) itis resident or deemed to be resident in The éighds for Dutch tax purposes; or

(b) it derives profits from an enterprise, whether meatrepreneur or pursuant to a co-entitlement to
the net value of such enterprise, other than asldeh of securities, such enterprise is either
managed in The Netherlands or carried on, in whalein part, through a permanent
establishment or a permanent representative inNEtkerlands, and its Bonds and/or ADRs are
attributable to such enterprise.

A holder of Bonds and/or ADRs will not become sgbj® Dutch taxation on income or capital gains by
reason only of the issue of the Bonds and/or ADRthe performance by the Issuer of its obligations
thereunder.

Dutch Gift, Estate or Inheritance Taxes

Gift and inheritance tax will arise in The Nethewdia with respect to a transfer of the Bonds andllaiRs
by way of a gift by, or on the death of, a holdéBonds and/or ADRs who is resident or deemed to be
resident in The Netherlands at the time of theaiftis/her death.

For purposes of Dutch gift and inheritance taxespragst others, a person that holds the Netherlands
nationality will be deemed to be resident in ThetHdelands if such person has been resident in The
Netherlands at any time during the 10 years precetlie date of the gift or the death of this person
Additionally, for purposes of Dutch gift tax, a pen not holding the Dutch nationality will be deele

be resident in The Netherlands if such person bas besident in The Netherlands at any time dutieg

12 months preceding the date of the gift. Applieahlx treaties may override deemed residency.

No Dutch gift or inheritance taxes will arise ore ttiansfer of the Bonds and/or ADRs by way of & gif
by, or on the death of, a holder of Bonds and/oiR&DRvho is neither resident nor deemed to be residen
in The Netherlands, unless in the case of a githefBonds and/or ADRs by an individual who at the
date of the gift was neither resident nor deemebletoesident in The Netherlands, such individuakdi
within 180 days after the date of the gift, whileilg resident or deemed to be resident in The
Netherlands.

Registration Tax, Transfer Tax and Capital tax

There is no Dutch registration tax, transfer teagital tax, stamp duty or any other similar taxdaty,
other than court fees and contributions for thestegfion with the Trade Register of the Chamber of
Commerce, payable in The Netherlands in respecor @i connection with the execution, delivery and
enforcement by legal proceedings (including angifpr judgment in the courts of The Netherlands) of
the Bonds and/or ADRs or the performance of thedss obligations under the Bonds and/or ADRs.

Value Added Tax

There is no Dutch value added tax payable in resplepayments in consideration for the issue of the
Bonds and/or ADRs or in respect of the paymenttdrest or principal under the Bonds and/or ADRs or
the transfer of the Bonds and/or ADRs, other thenvalue added tax which may be due with respect to
advisory fees incurred in relation to such payments
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The Russian Federation
General

The following is a summary of certain Russian taxsiderations relevant to the purchase, ownership,
and disposal of the Bonds and ADRs as well as asios of the Bonds to ADRs by the Non-Resident
Holders (as defined below). The summary is basetherlaws of Russia in effect on the date of these
Listing Particulars and is subject to any changwthat may take effect after such date. The sargm
does not seek to address the applicability of, prodedures in relation to, taxes levied by the aegj
municipalities or other non-federal level authestiof the Russian Federation. Nor does the summary
seek to address the availability of double taxtyraalief, and it should be noted that there mighkt
practical difficulties involved in claiming relieinder an applicable double tax treaty. Prospective
investors should consult their own advisors regaydhe tax consequences of investing in the Bomds o
ADRs, and no representation with respect to thesRuostax consequences to any particular holder is
made hereby.

Many aspects of Russian tax law are subject toifgignt uncertainty. Furthermore, the substantive
provisions of Russian tax law applicable to finahdnstruments may be subject to more rapid and
unpredictable change and inconsistency than isdigtions with more developed capital markets @axd t
systems.

For the purposes of this summaryNon-Resident Holder" means:

» an individual Holder("Non-Resident Holder — Individual') who does not satisfy the criteria
for being a Russian tax resident. By inference th&ans an individual who is not actually
present in Russia for an aggregate period of 183 da more in any period comprised of 12
consecutive months. Presence in Russia for tasdeesy purposes not considered interrupted
if an individual departs for short periods (lessrthsix months) for medical treatment or
education. The Russian Tax Code is generally inbéed by both tax authorities and taxpayers
such that days of arrival do not count and thasdafydeparture do count when calculating the
total number of days of presence in Russia, althahgre have been several incidents of the
Russian Ministry of Finance and Federal Tax Sersigggesting a different methodology; or

» a legal entity or an organisation in each caseongénised under Russian law that holds and
disposes of the Bonds and/or the ADRs otherwisa theough a permanent establishment in
Russia("Non-Resident Holder — Legal Entity"); or

For the purposes of this summary, the téRussian Resident Holder" means any Holder (including
any individual and any legal entity or an organ@at not qualifying as a Non-Resident Noteholder.

For the purposes of this summary, the definitiohSRussian Resident Holder" and"Non-Resident
Holder" in respect of individuals are taken at face vdlased on the wording of the tax law as currently
written. In practice however the application of Hi#ve formal residency definition may differ based
the position of the tax authorities. The law isreantly worded in a way implying that an individuahy

be tax resident in Russia for a part of a calegdar. However, both the Russian Ministry of Finaand

the tax authorities have expressed the view thatdimidual should be either resident or non-restda
Russia for the full calendar year and consequeetlgn where the travel pattern dictates differing
residency status for a part of the year, the apfiin of the residency tax rate may in practice be
disallowed. This situation may be altered by ameegnbsi to articles of the Russian Tax Code dealing
with taxation of individuals which may be enacted the future, a change in the position of the
authorities or by outcomes of tax controversy tigtothe courts.

For the purposes of this summary;Bax Agent" means a Russian legal entity or a legal person or
organisation, organised under a foreign law andnigaa registered presence in the Russian Fedeyation
which pays out taxable income on the Bonds, orAB&s to Non-Resident Holders — Legal Entities or
pays out taxable income on the Bonds, or the ADR&on-Resident Holders — Individuals and is
required to withhold Russian personal income tarifthat income.
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Taxation of the Bonds
Non-Resident Holders

Non-Resident Holders of the Bonds should not bgestito any Russian taxes in respect of payments of
interest and repayments of principal on the Boedsived from the Issuer.

Non-Resident Holders also generally should notutgest to any Russian taxes in respect of any gains
other income realised on redemption, sale or adisposition of the Bonds, including but not limitex
the conversion of the Bonds to the ADRs, outsidesiy provided that proceeds from such disposition
are not received from a source within Russia. Harewn absence of a clear definition of what
constitutes income from sources within Russia secaf disposal of securities, there is a risk ihedme
from disposition of the Bonds may be consideretkasived from Russian sources.

Taxation of Non-Resident Holders — Legal Entities

Acquisition of the Bonds

Acquisition of the Bonds by Non-Resident Holdersegal Entities should not constitute a taxable éven
under Russian tax law. Consequently, acquisitiorthef Bonds should not trigger any Russian tax
implications for the Non-Resident Holders — Legatiies.

Disposition of the Bonds

In the event that proceeds from redemption, salether disposal of the Bonds, including but nofitiéu

to the conversion of the Bonds to the ADRs, areivat from a source within Russia, a Non-Resident
Holder - Legal Entity should not be subject to Raisswithholding tax on any gain on sale or other
disposal of the Bonds, except for the portion & finoceeds, if any, from disposal of the Bonds ihat
attributable to accrued interest on the Bonds. &i1ibjo reduction or relief under provisions of an
applicable double tax treaty that are related teré&st income, proceeds attributable to accruestdnt
may be taxed at a rate of 20%, or such other mtmay be in force at the time of payment, evehef t
disposal results in a capital loss.

There is a residual uncertainty regarding the tneat of capital gains on the Bonds. Specificaligre is

a risk that Russian source income might be viewsedrasing on sale, redemption, conversion or other
disposal of the Bonds owing to the fact that thedwoare convertible into ADRs (see "Faxation of the
ADRs: Capital Gains")and hence income thereon might be viewed as inctora a financial
instrument derivative where the underlying assetlae Ordinary Shares or as other similar income.

The provisions of the Russian Tax Code can beprnt¢ed as requiring the Russian withholding taa& at
rate of 20%, or such other rate as may be in fac¢he time of payment, on proceeds from the
redemption, conversion, sale or other disposahefdonvertible Bonds by a Non-Resident Holder-Legal
Entity (or on the disposal gain), if

@ the Bonds are classified as derivatives of the i@2ngi Shares, and

(i) more than 50% of the Company's assets consist wioirable property located in the Russian
Federation, and

(iii) the Bonds are disposed otherwise than through eigiorstock exchange (or another similar
foreign stock trading institution).

Consequently, subject to reduction or relief ungievisions of an applicable double tax treaty tuat
related to capital gains from sale, redemption,veosion or other disposal of the Bonds (capitahgai
being the difference between the sales price apdasailable cost deductions (including the original
purchase value of the Bonds)) may be taxed ateaofa20%, or such other rate as may be in fordbeat
time of disposal. Where no information on the asitiain costs of the Bonds (subject to Russian tax
deductibility rules) is available to the payer n€ome before the date of payment of income to the-N
Resident Holder — Legal Entity tax could be asskssegross proceeds received on sale, conversion or
other disposal of the Bonds.
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Taxation of Non-Resident Holders — Individuals

Subject to available tax treaty relief, the recaiptproceeds by a Non-Resident Holder — Individual
from a source within Russia in respect of the gaim a disposal of the Bonds is likely to be trelases
Russian source income for personal income tax p@gpand, as such, will be subject to Russian parson
income tax at a rate of 30%, or such other ratmag be in force at the time of payment, on thesgro
proceeds received less any available cost dedugiicfuding the original purchase value). In cartai
circumstances if the disposal proceeds are palgjgsuto applicable Russian securities legislationpa
licensed Russian broker, asset manager, managem@piany, which performs asset management of a
unit investment fund property, or another persat theets the definition of a tax agent under Russia
tax laws (including a foreign company with a regisd presence in Russia and an individual
entrepreneur located in Russia), the applicablevidholl income tax at a rate of 30%, or such ottate

as may be in force at the time of payment, shoeldvithheld at source. The amount of tax withheld
would be calculated after taking into account déidaes for the purchase value and related expermses t
the extent such deductions and expenses can bend®td by the entity making the payment of income.
When a sale is made to other legal entities orviddals, generally no withholding of tax needs ® b
made and the Non-Resident Holder Individual wouidliable to file a tax return, report his or her
income realised and apply for a deduction of adtjoisexpenses, based on the provision of suppprtin
documentation. The applicable tax would then havbe paid by the individual on the basis of the tax
return. There is some uncertainty regarding thatnent of the portion of the proceeds, if any, fram
disposal of the Bonds that is attributable to aedrinterest on the Bonds. Subject to reduction or
elimination of tax under the provision of an apabte tax treaty that are related to interest ingome
proceeds attributable to accrued interest may »edtat a rate of 30%, even if the disposal resol&
capital loss.

Under certain circumstances gains received an@sassurred by a Non-Resident Holder-Individuahas
result of disposition of the Bonds and other seimsrioccurring within the same year may be aggesbat
which would affect the tax on income realised fribra disposition of the Bonds.

There is also a risk that the amount of taxablen gdithe Non-Resident Holder may be affected by
changes in the exchange rate between the currdraygaisition of the Bonds, the currency of disposa
of the Bonds and roubles.

Resident Holders

A Resident Holder of the Bonds will be subject tioapplicable Russian taxes in respect of gainmfro
redemption, conversion, sale or other disposah@fBonds and interest received on the Bonds. Raside
Holders should consult their own tax advisers witbpect to the effect that redemption, conversiate

or other disposal of the Bonds may have on th&iptsition.

Taxation of the ADRs: Dividends
Non-Resident Holders

Dividends paid to a Non-Resident Holder of ADRseyally should be subject to Russian withholding
income tax, which should be withheld by us actisgaaTax Agent. Dividends paid to a Non-Resident
Holder-Legal Entity and Non-Resident Holder-Indivédd would generally be subject to Russian
withholding tax at a rate of 15%, or such othee @ may be in force at the time of payment.

Russian withholding tax on dividends may generbbiyreduced under the terms of a double tax treaty
between the Russian Federation and the countrgxofesidency of the Non-Resident Holder subject to
tax treaty clearance requirements being met, asrides below in "—Tax Treaty Relief"However,
because the beneficial ownership concept is notldped in Russian tax law, treaty relief may not be
available to Non-Resident Holders of the ADRs iagpice. It is not entirely clear whether the Detayi

(the legal holder of the shares) or an ADR holdeutd be treated for the purposes of such treatdhe
beneficial owner of the Ordinary Shares underlythg ADRs. The Russian Ministry of Finance
expressed an opinion that ADR holders (rather the@nrelevant Depositary) should be treated as the
beneficial owners of dividends for the purposeshefdouble tax treaty provisions applicable to taxa

of dividend income from the underlying shares, pted that the tax residence of the ADR holders is
duly confirmed. However, this position was exprésseprivate responses to inquiries by taxpayeth wi
respect to particular situations and, as such, doesepresent a statement of tax law. It is ndigabory
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for taxpayers to follow this position, althouglrépresents the most recent view taken by the dtidsor
Moreover, from a practical perspective, it may betpossible for the Depositary to collect confirioas

of tax residence from all ADR holders and subménthto us and, in addition, we may be unaware of the
exact amount of income payable to each holder.

In the absence of any specific provisions in Rusgax legislation with respect to the concept of
beneficial ownership and taxation of income of Wi owners, it is unclear how the Russian tax
authorities and courts would ultimately treat tHeR\holders in this regard.

Therefore, since the Depositary rather than thalétobf the ADRs will be viewed as the legal owngr o
the dividends, if the information on the beneficiminers of such dividends or any other information
necessary to calculate the amount of withholdingdae is not available or incomplete, we may be
obliged to withhold tax at a rate of 15%, or sutheo rate as may be in force at the time of payment
from dividend payments on Ordinary Shares represeby ADRs and consequently intends to take such
an approach.

Although Non-Resident Holders of ADRs may apply &orefund under the relevant double tax treaty of
a portion of the amount of tax withheld by us, vanmot make any assurances that the Russian tax
authorities will grant any refunds. See "Fax Treaty Reliefor details.

With respect to Non-Resident Holders-Individuals,isi unlikely that advance treaty relief will be
available, and a refund can only be obtained bynétlibng a tax return and supporting documentation i
accordance with the procedures described-iTax Treaty Relief".

Taxation of the ADRs: Capital Gains
Non-Resident Holders-Legal Entities

Under current Russian tax law, capital gains agiditom the sale, exchange or other disposal of the
ADRs that are circulated (i.e. listed and tradenl)fareign stock exchanges on such stock exchanges b
Non-Resident Holders- Legal Entities, otherwisenthiiarough their permanent establishment in Russia,
are exempt from Russian taxes. Therefore, so lsnhe& ADRs remain listed and traded on the London
Stock Exchange, gains arising from the sale, exgpdam other disposal of ADRs on the London Stock
Exchange by Non-Resident Holders-Legal Entities tieve no permanent establishment in Russia to
which such a sale, exchange or disposal could beemed, should not be subject to Russian withhgldi
tax and, hence, to taxation in Russia.

The remainder of this sub-section applies onlydaogactions with ADRs entered and executed otfzar th
through foreign stock exchanges.

Capital gains arising from the sale, exchange berotlisposal of the ADRs by Non-Resident Holders
Legal Entities should not be subject to tax in Ru#fsLUKOIL's immovable property located in Russia
constitutes 50% or less of its assets on the neRressian statutory accounting reporting date leefioe
disposal. We believe that our immovable propertated in Russia does not currently, and will nahim
future, constitute more than 50% of its assets. ¢i@r because the determination of whether 50% or
less of our assets consist of immovable propexstkd in Russia is inherently factual and is madearo
ongoing basis, and because the relevant legislationregulations are not entirely clear, therelwamo
assurance that the immovable property located issiRudoes not currently, or will not in the future
constitute more than 50% of our assets. Thereaiskahat the Tax Agents which are obliged to walth
tax on capital gains may not have sufficient infation regarding our assets to conclude what pesigent
consists of immovable property and could therefoomservatively seek to withhold tax on the
consideration paid to the Non-Resident Holdersgal&ntities selling the ADRs.

If a Russian withholding tax applies it is assessegl rate of 20%, or such other rate as may berde at

the time of payment, either (i) on the amount gfitzd gain realised from the sale, being the dédfere
between the sales price and the sum of the adguisitilue and the disposal costs (which need to be
evidenced by proper supporting documents) of th&Ré&Dor (ii) on the gross proceeds from the sale of
the ADRs.

Where the ADRs are sold by a Non-Resident HoldeyaleEntity to persons other than a Russian
company or a foreign legal entity or organisatidthva permanent establishment in Russia (or, alguab
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with any registered presence in Russia) and thétieg capital gain is considered taxable Russ@mmee
income, no procedural mechanism currently existgitohold and remit this tax.

Some double tax treaties entered into by Russigigedfor a reduction of or relief from taxation of
capital gains in Russia for Non-Resident Holderdldgntities qualifying for the relevant treaty bétse

If there is an applicable double tax treaty, Norsient Holders-Legal Entities of ADRs may apply éor
refund of a portion of the Russian withholding taxit there is no assurance that such refund will be
obtained. See "—Fax Treaty Reli&f

Non-Resident Holders-Individuals

According to Russian personal income tax law, faradf capital gains realised on a sale, exchamge o
other disposal of the ADRs of Non-Resident Holdedividuals will depend on whether this income is
considered as received from Russian or non-Russiamces. The Russian tax law gives no clear
indication as to how the sale of the ADRs shouldrbated in this regard, other than the sale afirsies

“in Russia” should be considered as Russian-sdonm®ne. However, in the absence of a clear dediniti

of what should be considered to be a "sale in Ryssi respect of securities, the Russian tax aiites
have a certain amount of freedom to conclude whethasactions take place inside or outside Russia.
The sale, exchange or other disposal of the ADRghéyNon-Resident Holder-Individual in Russia will
be considered Russian source income and will besuto tax at a rate of 30% of the sales price the
acquisition cost of the ADRs and other documentguerses, such as depositary expenses and broker
fees, among others. There is a risk that, in reéspécADRs acquired by Non-Resident Holders-
Individuals as a result of conversion, the tax arities would not allow the acquisition value of iéfs as

an expense reducing the taxable base at sale, @Widwequire from Non-Resident Holders-Individuals
detailed explanation of the nature of the undedyiransaction to support the transfer of the cesish
from the Bonds to the ADRs.

Under certain circumstances gains received anasassurred by a Non-Resident Holder-Individuahas
result of disposition of the ADRs and other se@siioccurring within the same year may be aggregate
which would affect the tax on income realised frib disposition of the ADRs.

There is also a risk that any gain derived fronispasition of the ADRs may be affected by changes i
the exchange rate between the currency of acqusdf the ADRs, the currency of disposition of the
ADRs and rubles.

If the sale is made by a Non-Resident Holder-Irdiial through a Russian broker, asset manager or
management company, which performs asset managerhaninit investment fund property, or another
person that meets the definition of a tax ageneumlssian tax laws, such a Tax Agent should withho
the applicable tax. The Tax Agent is required tporé to the Russian tax authorities on the income
realised by the Non-Resident Holder-Individual ahd tax withheld upon the sale, exchange or other
disposal of the ADRs. Where the sale, exchangehar alisposal of the ADRs is made in Russia (stibjec
to applicable securities legislation) but not thgbua Tax Agent, or if no withholding is made foryan
reason, the Non-Resident Holder-Individual has hiigation to file a tax return with the Russian tax
authorities and to pay Russian income tax as apigtep

Some tax treaties entered into by Russia provide feduction or elimination of taxation of capigains

in Russia arising from the sale, exchange or otlisposal of the ADRs by Non-Resident Holder-
Individuals qualifying for the relevant treaty béite Please see "Fax Treaty Reliefegarding the order
of application of the tax treaty relief.

Russian Resident Holders

Russian Resident Holders will be subject to alllapple Russian taxes in respect of gains arisiomf
the sale, exchange or other disposal of the ADRIsdaridends received on the ADRs. Resident Holders
of the ADRs should consult their own tax adviseihwespect to the effect that sale, exchange lwgrot
disposal of the ADRs may have on their tax position
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Tax Treaty Relief
Advance Treaty Relief

Non-Resident Holders — Legal Entities

The Russian Federation has concluded double takgsewith a number of countries and honours some
double tax treaties concluded by the former UnibSaviet Socialist Republics. These tax treatiey ma
contain provisions that reduce or eliminate Russighholding tax due with respect to income recdive
from a source within Russia by a Non-Resident Holdeconnection with the Bonds or the ADRs. To
obtain the benefit of such tax treaty provisionse tHolder must comply with the certification,
information, and reporting requirements in forc&imssia.

Currently a Non-Resident Holder-Legal Entity woulded to provide the payer of income with the
original or a notarised copy of a duly legalisegdstilled) and translated certificate of tax resie
issued by the competent tax authority of the relewaeaty country. The certificate should confirhatt
the respective Non-Resident Holder-Legal Entitythe tax resident of the relevant double tax treaty
country in a particular calendar year during whibk income is paid. The tax residency confirmation
needs to be renewed on an annual basis, and pdotodée payer of income before the first paymént o
income in each calendar year. However, the payeincdme in practice may request additional
documents confirming the eligibility of the Non-Rient Holder that is a legal entity to the benefithe
double tax treaty. There can be no assurance divanae treaty relief will be available, whilst oibiag a
refund of the tax withheld can be difficult andrexbely time- consuming.

Non-Resident Holders-Individuals

A Non-Resident Holder-Individual must provide t@tRussian tax authorities a tax residency certdica
issued by the competent authority of his or hemtryuof residence for tax purposes, a confirmafiom

the foreign tax authorities of income received #mel tax payment made outside Russia on income with
respect to which treaty benefits are claimed. linldials in practice would not be able to obtain axbea
treaty relief on receipt of proceeds from a soumithin Russia, whilst obtaining a refund of the ¢ax
withheld can be extremely difficult, if not impobkk.

Refund of Tax Withheld

Non-Resident Holders-Legal Entities and Individuals

If the Russian withholding tax on income was witldhby a payer of income from payment to a Non-
Resident Holder-Legal Entity for which double tasaty relief is available, a claim for refund othuax
can be filed within three years from the end of tdoe period in which the tax was withheld. If Rassi
tax on income was withheld by the payer of incomuenf payment to a Non-Resident Holder-Individual
for which double tax treaty relief is availableckim and supporting documentation for treaty felie
should be filed within one year after the end &f yiear to which the treaty benefit relates.

In order to obtain a refund, a Non-Resident Holdeuld need to file with the Russian tax authorites
certificate of tax residence issued by the competenauthority of the relevant double tax treabyatry,

as well as documents confirming receipt of inconmel avithholding of Russian tax. Non-Resident
Holders that are not individuals should confirmtttieey are the beneficial owners of income received
addition, a Non-Resident Holder who is an individwauld need to provide appropriate documentary
proof of tax payments made outside of Russia oomewith respect to which tax refund is claimede Th
Russian tax authorities may, in practice, requivide variety of documentation confirming the rigbt
benefits under a double tax treaty. Such documentah practice, may not be explicitly required ttne
Russian Tax Code. Obtaining a refund of Russiamithheld may be a time consuming process and can
involve considerable practicable difficulties farghl entities and organisations, and can be extyeme
difficult, if not impossible, for individuals.

The procedures described above may be more corgaliedth respect to ADRs due to the separation of
legal and beneficial ownership of the Russian sharaerlying the ADRs. Russian tax legislation does
not provide clear guidance regarding availabilitylouble tax treaty relief or reduction for ADR Hdefs.
See "—Taxation of the ADRs: DividendsNon-Resident Holders should consult their ownaéxisors
regarding possible tax treaty relief and proceddioebtaining such relief with respect to any Rass
taxes imposed in respect of proceeds received digposal of the Bonds or the ADRs.
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Taxation of Payments under the Guarantee

In general, payments under a Guarantee by a Russitity to a Non-Resident Holder-Legal Entity
should not be subject to Russian withholding taxhi extent such payments do not represent Russian
source income regardless of whether the paymentde in monetary form or in kind, if any. Payments
under the Trust Deed or the Guarantee relatedtéveist and premium on the Bonds are likely to be
characterised as Russian source income. Accordswglly payments should be subject to withholding tax
in Russia at a rate of 20%, or such other rateashbm in force at the time of payment., in the ¢veat a
payment under the Trust Deed or the Guarantee i rtaa Non-resident Holder that is a legal endity
organisation, in each case not organised underidgutsys and which holds and disposes of the Bonds
otherwise than through a permanent establishmeRugsia. There is some residual uncertainty reggrdi
the treatment of the payment under the Trust DedtieoGuarantee related to the principal amounés du
under the Bonds. There is a potential risk, alleill, that such payments may be characterised as
Russian source income taxed at a rate of 20%. &usgithholding tax may be reduced or eliminated
under the terms of the applicable double tax treldtywever, there can be no assurance that suaf reli
will be available. The treaty relief and refund ggdures should generally be similar to the tavefelnd
refund procedures described above with respeatomepds from disposal of the Bonds.

Payments under the Trust Deed or the Guarante¢heazase may be, to a Non-Resident Holder-
Individual performed by the Guarantors may be subje Russian tax as Russian-source income
regardless of whether payment is made in monetam br in kind. Because of uncertainties regarding
the form of such payments and procedures on hosetipayments would be effected, either the full
amount of payments, or a part of such paymentsrowyéhe interest on the Bonds, would be subjeét to
30% tax, or such other rate as may be in forchatitne of payment, and the tax may be withhelithet
source or payable on a self-assessed basis. Thimay be subject to relief under the terms of an
applicable double tax treaty. However, Non-Residdoider-Individuals in practice would be unlikeky t
be able to obtain advance treaty relief, while witg a refund of the taxes withheld can be extigme
difficult, if not impossible.

If payments under the Trust Deed or the Guararted¢he case may be, that relate to interest, pahci
and any premium on the Bonds, are paid to the &@eugtirsuant to the Trust Deed, it is not expediat t
the Trustee would be able to benefit from a dotdmetreaty between Russia and the country of resigle

of the Trustee, and payments under the Trust DeddleoGuarantee, as the case may be, (whether of
interest or any premium or, less likely, of priradjpmay be subject to Russian withholding tax edta of
20% (or, potentially, at a rate of 30% with respeciNon-Resident Holders-Individuals). In such case
there can be no assurance that Non-Resident Holdérbe able to obtain reduction of or relief from
Russian withholding tax under double taxation {esaentered into between their countries of residen
and Russia, where such treaties exist and to ttenethey are applicable. SeRisk Factors — Risks
Relating to the Offering, the Bonds and the ADR®ayments under the Guarantee may be subject to
Russian withholding téx

If payments under the Guarantee become subjebet®tissian withholding tax (as a result of whiah th
Guarantor would have to reduce payments made ut@eiBonds by the amount of tax withheld),
LUKOIL will be obliged (subject to certain conditie) to increase payments under the Guarantee as may
be necessary so that the net payments receiveliebdn-resident Holders will be equal to the amsunt
they would have received in the absence of suctheitling. It is currently unclear whether the
provisions obliging LUKOIL to gross up interest pagnts under the Guarantee will be enforceable under
the Russian law. There is a risk that gross upvititholding tax will not take place and that theypeents
made by LUKOIL under the relevant Guarantee wilréguced by the amount of the Russian income tax
withheld by LUKOIL at the rate of 20%, or such athate as may be in force at the time of payment.

No value added tax should be payable in Russiagpeact of payments under the Guarantee.
EU Savings Tax Directive

Under EC Council Directive 2003/48/EC, as amendad24 April 2009, on the taxation of savings
income, each Member State is required to providiéotax authorities of another Member State detail
of payments of interest or other similar incomedday a person within its jurisdiction to, or colled by

such a person for, an individual resident or cartanited types of entity established in that other
Member State; however, for a transitional periodjs#ia and Luxembourg may instead apply a
withholding system in relation to such paymentsjuibting tax at rates rising over time to 35%. This
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transitional provision formerly applied to Belgiutmyt on 1 January 2010 Belgium ceased to apply the
transitional regime. The transitional period igeominate at the end of the first full fiscal ydallowing
agreement by certain non-EU countries to the exghaf information relating to such payments.

A number of non-EU countries, and certain dependemtssociated territories of certain Member States
have adopted similar measures (either provisioimfofmation or transitional withholding) in relatido
payments made by a person within its jurisdictiondr collected by such a person for, an individual
resident or certain limited types of entity estsiisfid in a Member State. In addition, the MembateSt
have entered into provision of information or tiginsal withholding arrangements with certain obse
dependent or associated territories in relatiopagments made by a person in a Member State to, or

collected by such a person for, an individual restdor certain limited types of entity establistiedne
of those territories.

Investors who are in any doubt as to their posisibould consult their professional advisers.
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SUBSCRIPTION AND SALE

These Listing Particulars have been prepared imection with the listing of the Bonds following the
offering and issue. Notwithstanding any other disare contained herein, no offers of Bonds aregoein
made in connection with the publication of thesstibg Particulars.

Barclays Bank PLC, Citigroup Global Markets Limitadd Deutsche Bank AG, London Branch (the
"Lead Managers) have, in a subscription agreement dated 9 Deeen20®10 (the Subscription
Agreement’) and made between the Issuer, the Guarantortentidad Managers agreed, upon the terms
and subject to the conditions contained thereimersdly but not jointly to each use its best efotd
procure subscribers for the Bonds that are outtide United States in reliance on, and within the
meaning of, Regulation S failing which, to subserénd pay for the Bonds at their issue price of d€0
cent. of their principal amount plus any accruegnest in respect thereof and less commissions and
concessions of 0.39 per cent. of their principabam. The Issuer (failing which, the Guarantor3 hiso
agreed to reimburse the Lead Managers for certgirreses incurred in connection with the management
of the issue of the Bonds.

The Issuer and the Guarantor have undertaken toathe Managers that for a period of 90 days after t
date of the Subscription Agreement, they shall motd each of the Issuer and the Guarantor have
undertaken to procure that none of its respectiviesisliaries or affiliates over which it exercises
management or voting control, will (i) issue, offeell, transfer, pledge or otherwise dispose of an
Shares or ADRs, whether directly or indirectly,emter into any agreement to do so; (ii) issue éerof
any other securities which confer a right to ShareADRs (or any interest therein), or which reprs

the Shares or ADRs (or any interest therein), eereimto any agreement to do so; (iii) enter iatyy
agreement that transfers or might transfer anyefeiconomic consequences of ownership of the Shares
or ADRs (including, but not limited to, stock lendi derivative or hedging transactions) or (iv) It
announce any intention to do any one or more thishgscribed in (i) to (iii) above. The forgoing
restrictions are subject to certain customary examg in relation tojnter alia, employee stock option
plans, the issue and conversion of the Bonds apcheat of dividends in the form of Shares or ADRs at
the election of shareholders.

United Kingdom
Each Lead Manager has represented, warranted aledtaken that:

(@) it has only communicated or caused to be commueticanhd will only communicate or cause to
be communicated an invitation or inducement to gega investment activity (within the
meaning of Section 21 of the FSMA) received bynitcbnnection with the issue or sale of the
Bonds in circumstances in which Section 21(1) ef BSMA does not apply to the Issuer or the
Guarantor; and

(b) it has complied and will comply with all applicabpgovisions of the FSMA with respect to
anything done by it in relation to the Bonds irnfr or otherwise involving the United Kingdom.

United States of America

The Bonds, the Guarantee, the ADRs and the ShdresSecurities’) have not been, and will not be,
registered under the Securities Act or with anyusées regulatory authority of any state or other
jurisdiction of the United States. The Securitiggy not be offered or sold within the United Staieo,

or for the account or benefit of, U.S. personsdefined in Regulation S) except in certain trarisast
exempt from the registration requirements of theuBies Act.

Each Lead Manager has represented and agreed et not offered or sold the Securities constituti
part of its allotment within the United States, egtin accordance with Rule 903 of Regulation S.

In addition, until 40 days after the commencemdrdrty offering, an offer or sale of Bonds withireth

United States by any person (whether or not padtaig in the offering) may violate the registratio
requirements of the Securities Act.
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The Russian Federation

Each Lead Manager has further represented, wadame agreed that the Bonds have not been and will
not be offered, transferred or sold as part ofrtimgfial distribution or at any time thereafter @o for the
benefit of any persons (including legal entities$ident, incorporated, established or having thsiral
residence in the Russian Federation or to any petscated within the territory of the Russian
Federation, unless and to the extent otherwise ifedhunder Russian law.

Singapore

These Listing Particulars have not been registe®dh prospectus with the Monetary Authority of
Singapore under the Securities and Futures Actpteh&89 of Singapore (theSFA"). Accordingly,
each Lead Manager represents, warrants and adraes has not offered or sold any Bonds or caused
such Bonds to be made the subject of an invitdtorsubscription or purchase and will not offersel
such Bonds or cause such Bonds to be made thecsobjen invitation for subscription or purchaseda
has not circulated or distributed, nor will it aitate or distribute, the Offering Materials or aother
document or material in connection with the offersale, or invitation for subscription or purchasé,
such Bonds, whether directly or indirectly, to gwgrson in Singapore other than (i) to an instituio
investor (as defined in Section 4A of the SFA) parg to Section 274 of the SFA, (ii) to a relevant
person (as defined in Section 275(2) of the SFA$ant to Section 275(1), or any person pursuaanhto
offer referred to in Section 275(1A), and in ac@orce with the conditions specified in Section 27the
SFA or (iii) otherwise pursuant to, and in accomamwith the conditions of, any other applicable
provision of the SFA.

Where the Bonds are acquired by persons who asgeandl persons specified in Section 276 of the SFA,
namely:

€) a corporation (which is not an accredited itweés defined in Section 4A of the SFA)) the sole
business of which is to hold investments and th&eeshare capital of which is owned by one or
more individuals, each of whom is an accredite@stor; or

(b) a trust (where the trustee is not an accrediteelstor) whose sole purpose is to hold investsent
and each beneficiary of the trust is an individukb is an accredited investor,

the shares, debentures and units of shares andtded of that corporation or the beneficiarieghts
and interest (howsoever described) in that trustl stot be transferred within six months after that
corporation or that trust has acquired the Bondsyant to an offer made under Section 275 of the SF
except:

(D) to an institutional investor (under Section 2if4he SFA) or to a relevant person as defined in
Section 275(2) of the SFA, or any person pursuardrt offer that is made on terms that such
shares, debentures and units of shares and deegwtfuthat corporation or such rights or interest
in that trust are acquired at a consideration dflass than S$200,000 (or its equivalent in a
foreign currency) for each transaction, whetherhsamount is to be paid for in cash or by
exchange of securities or other assets and fuffibreicorporations, in accordance with the
conditions specified in Section 275(1A) of the SFA;

2 where no consideration is or will be given floe transfer;
33) where the transfer is by operation of law; or

4) as specified in Section 276(7) of the SFA.

Hong Kong

Each Lead Manager has represented, warranted apeldatipat:

(@) it has not offered or sold and will not offer otl$8 Hong Kong, by means of any document, any
Bonds other than (a) to "professional investors"dagined in the Securities and Futures
Ordinance (Cap. 571) of Hong Kong and any rulesemaader that Ordinance; or (b) in other
circumstances which do not result in the documesind a "prospectus" as defined in the
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Companies Ordinance (Cap. 32) of Hong Kong or whicmot constitute an offer to the public
within the meaning of that Ordinance; and

(b) it has not issued or had in its possession fopthiposes of issue, and will not issue or havesin it
possession for the purposes of issue, whether imgH&nNg or elsewhere, any advertisement,
invitation or document relating to the Bonds, whistdirected at, or the contents of which are
likely to be accessed or read by, the public of ¢iKong (except if permitted to do so under the
securities laws of Hong Kong) other than with resge Bonds which are or are intended to be
disposed of only to persons outside Hong Kong &y tm"professional investors" as defined in
the Securities and Futures Ordinance and any migte under that Ordinance.

Republic of Italy

The offering of the Bonds has not been registerél the Commissione Nazionale per le Societa e la
Borsa ("CONSOB") pursuant to Italian securities legislation. Edaad Manager has represented and
agreed that any offer, sale or delivery of the Bood distribution of copies of offering materialsany
other documents relating to the Bonds in the Repudil Italy will be effected in accordance with all
Italian securities, tax and exchange control aheémgpplicable laws and regulation.

Any such offer, sale or delivery of the Bonds acstdbution of copies of offering materials or anyer
document relating to the Bonds in the Republicalylmust be:

() made by an investment firm, bank or financial imtediary permitted to conduct such activities
in the Republic of Italy in accordance with Legisla Decree No. 58 of 24 February 1998,
CONSOB Regulation No. 16190 of 29 October 2007 hgadislative Decree No. 385 of 1
September 1993 (in each case as amended fromditimed); and

(ii) in compliance with any other applicable laws amgulations or requirement imposed by
CONSOB or any other Italian authority.

Any investor purchasing the Bonds in the offerisgsolely responsible for ensuring that any offer or
resale of the Bonds it purchases in the offerinthefBonds occurs in compliance with applicablédta
laws and regulations.

Each Lead Manager has agreed that it will, to tast lof its knowledge having made due enquiries,
comply with all applicable laws and regulationseiach country or jurisdiction in which it purchases,
offers, sells or delivers Bonds or possesses tiilglites any other offering material relating te Bonds.

Persons into whose hands these Listing Particalarse are required by the Issuer and the Guarantor t
comply with all applicable laws and regulationseimch country or jurisdiction in which they purchase
offer, sell or deliver Bonds or possess, distribut@ublish these Listing Particulars or any otbiéering
material relating to the Bonds, in all cases air then expense.

-127 -



GENERAL INFORMATION

Authorisation

1.

The creation and issue of the Bonds has been agglddoy a resolution of the Board of Directors
of the Issuer dated 9 December 2010.

Legal and Arbitration Proceedings

2.

Save as disclosed inDéscription of the Guarantor — Recent Developmentd.itigation
Developments of these Listing Particulars, there are no goweental, legal or arbitration
proceedings, (including any such proceedings wiaich pending or threatened, of which the
Guarantor is aware), which may have, or have haishglthe 12 months prior to the date of these
Listing Particulars, a significant effect on thadncial position or profitability of the Guarantor
and its subsidiaries. There are no governmergggllor arbitration proceedings, (including any
such proceedings which are pending or threateriadhich the Issuer is aware), which may have,
or have had during the 12 months prior to the d&these Listing Particulars, a significant effect
on the financial position or profitability of theduer.

Significant/Material Change

3.

Since 31 December 2009 there has been no matdviatse change in the prospects of the Issuer
nor any significant change in the financial or trgdposition of the Issuer. Since 31 December
2009 there has been no material adverse changheirprospects of the Guarantor or the

Guarantor and its Subsidiaries. Since 30 Septe2MED there has been no significant change in
the financial or trading position of the Guararmtothe Guarantor and its Subsidiaries.

Auditors

4.

ZAO KPMG, located at 10 Presnenskaya NaberezhrBlggk C, 123317 Moscow, Russia, is
the independent auditor of the LUKOIL. ZAO KPMG & member of the Institute of

Professional Accountants and Auditors of Russiaiclviis a full member of the International

Federation of Accountants. ZAO KPMG audited thmaficial statements of our consolidated
Group in accordance with U.S. GAAP for the yeardeeh31 December 2007, 2008 and 2009.

KPMG Accountants N.V., of Laan van Langerhuize 188 DS Amstelveen, The Netherlands
are the auditors of the Issuer and have renderedngoalified audit report on the financial

statements of the Issuer as of 31 December 2008 armdecember 2009 and for the years then
ended. KPMG Accountants N.V. is a member of thgaRdetherlands Institute of Registered

Accountants.

Documents on Display

6.

Copies of the following documents (together withgksh translations thereof where the

document in question is not in English) may be étspd during normal business hours at the
offices of Akin Gump LLP, Eighth Floor, Ten Bishopgaguare, London E1 6EG, United

Kingdom for the life of these Listing Particulars:

(@) the Articles of Association of the Issuer;
(o) Charter of LUKOIL;
(c) the Agency Agreement, the Trust Deed and the Depggeement;

(d) the audited annual consolidated accounts of theiGpoepared in accordance with U.S.
GAAP for the years ended 31 December 2007, 20082808;

(e) the audited annual accounts of the Issuer preparadcordance with Book 2, Part 9 of
the Dutch Civil Code as of 31 December 2008 an®8tember 2009 and for the years
then ended, in each case together with the ayglirt®thereon;

) the Eurobond Prospectus; and
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(9) the reserves reports prepared by Miller and Lesfesred to in these Listing Particulars.
Material Contracts

7. Other than as disclose®eéscription of the Guarantbdrof these Listing Particulars, there are no
material contracts not entered into in the ordineoyrse of LUKOIL’s business which could
result in any member of the Group being under digation or entitlement that is material to
LUKOIL’s ability to meet its obligations to Bondha#rs in respect of the Bonds being issued.
There are no material contracts not entered intthénordinary course of the Issuer’'s business
which could result in the Issuer being under arngalilon or entittement that is material to the
Issuer’s ability to meet its obligations to Bondieais in respect of the Bonds being issued.

Yield

8. The issue price of the Bonds was 100 per cent.,r@edest on the bonds will be payable semi-
annually in arrear on 16 December and 16 Junedh gear, beginning on 16 June 2011, at a rate
of 2.625% per annum.

ISIN and Common Code

9. The Bonds have been accepted for clearance thrBugbclear and Clearstream, Luxembourg.
The ISIN is XS0563898062 and the common code i889806.

10. The ISIN for the underlying shares is RU00090242777
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M ZAO KPMG Telephone +7 (495) 937 4477

10 Presnenskaya Naberezhnaya Fax +7 (495) 937 4400/99
Moscow, Russia 123317 Internet www.kpmg.ru

Independent Accountants’ Report

The Board of Directors OAO LUKOIL:

We have reviewed the accompanying consolidated balance sheet of OAO LUKOIL
and subsidiaries as of September 30, 2010, the related consolidated statements of income for the
three-month and nine-month periods ended September 30, 2010 and 2009 and the related
consolidated statements of stockholders’ equity and comprehensive income and the related
consolidated statements of cash flows for the nine-month periods ended September 30, 2010 and
2009. This interim financial information is the responsibility of OAO LUKOIL’s management.

We conducted our reviews in accordance with standards established by the American Institute
of Certified Public Accountants. A review of interim financial information consists principally
of applying analytical procedures and making inquiries of persons responsible for financial and
accounting matters. It is substantially less in scope than an audit conducted in accordance with
auditing standards generally accepted in the United States of America, the objective of which is
the expression of an opinion regarding the financial information taken as a whole. Accordingly,
we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to
the accompanying interim financial information for them to be in conformity with accounting
principles generally accepted in the United States of America.

ZAD  KPME-

ZAO KPMG
Moscow, Russian Federation
November 29, 2010

ZAO KPMG, a company incorporated under the Laws of the Russian
Federation, a subsidiary of KPMG Europe LLP, and a member firm of the
KPMG network of independent member firms affiliated with KPMG
International Cooperative (‘KPMG International”), a Swiss entity.
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OAO LUKOIL
Consolidated Balance Sheets
(Millions of US dollars, unless otherwise noted)

As of September
30, 2010 As of December

Note (unaudited) 31, 2009
Assets
Current assets
Cash and cash equivalents 4 3,117 2,274
Short-term investments 168 75
Accounts and notes receivable, net 5 7,187 5,935
Inventories 5,739 5,432
Prepaid taxes and other expenses 2,420 3,549
Other current assets 616 574
Total current assets 19,247 17,839
Investments 5,528 5,944
Property, plant and equipment 53,769 52,228
Deferred income tax assets 656 549
Goodwill and other intangible assets 8 1,560 1,653
Other non-current assets 1,079 806
Total assets 81,839 79,019
Liabilities and Equity
Current liabilities
Accounts payable 6,338 4,906
Short-term borrowings and current portion of long-term debt 9 3,285 2,058
Taxes payable 1,922 1,828
Other current liabilities 1,550 902
Total current liabilities 13,095 9,694
Long-term debt 10, 13 7,338 9,265
Deferred income tax liabilities 2,172 2,080
Asset retirement obligations 7 1,546 1,189
Other long-term liabilities 371 412
Total liabilities 24,522 22,640
Equity 12
OAO LUKOIL stockholders’ equity
Common stock 15 15
Treasury stock, at cost (3,683) (282)
Equity-linked notes (980) -
Additional paid-in capital 4,565 4,699
Retained earnings 57,026 51,634
Accumulated other comprehensive loss (68) (75)
Total OAO LUKOIL stockholders’ equity 56,875 55,991
Noncontrolling interests 442 388
Total equity 57,317 56,379
Total liabilities and equity 81,839 79,019

President of OAO LUKOI Chief accoWLUKOIL
Alekperov V.Y. Kozyrev L.

The accompanying notes are an integral part of these interim consolidated financial statements.
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OAO LUKOIL

Consolidated Statements of Income

(Millions of US dollars, unless otherwise noted)

For the three For the three For the nine For the nine
months ended months ended months ended months ended
September 30, Septemder 30, September 30, September 30,
2010 2009 2010 2009
Note (unaudited) (unaudited) (unaudited) (unaudited)
Revenues
Sales (including excise and export tariffs) 19 26,517 21,941 76,272 56,802
Costs and other deductions
Operating expenses (2,192) (1,907) (5,994) (5,015)
Cost of purchased crude oil, gas and products (10,898) (8,203) (31,173) (21,475)
Transportation expenses (1,389) (1,238) (4,169) (3,594)
Selling, general and administrative expenses (902) (878) (2,557) (2,398)
Depreciation, depletion and amortization (1,054) (998) (3,114) (3,001)
Taxes other than income taxes 2,173) (1,976) (6,522) (4,569)
Excise and export tariffs (4,732) (3,769) (14,072) 9,176)
Exploration expenses 29) (119) (175) (188)
Gain on disposals and impairments of assets 19 3 29 15
Income from operating activities 3,167 2,856 8,525 7,401
Interest expense (162) (169) (535) (503)
Interest and dividend income 46 40 144 105
Equity share in income of affiliates 6 99 88 335 270
Currency translation loss (59) (213) (101) 337
Other non-operating income (expense) 300 (24) 225 37
Income before income taxes 3,391 2,578 8,593 6,973
Current income taxes (538) (593) (1,678) (1,430)
Deferred income taxes (26) 73 18 (123)
Total income tax expense 3 (564) (520) (1,660) (1,553)
Net income 2,827 2,058 6,933 5,420
Less: net income attributable to
noncontrolling interests &) 2) (113) (135)
Net income attributable to OAO LUKOIL 2,818 2,056 6,820 5,285
Basic and diluted earnings per share of
common stock (US dollars) attributable to
OAO LUKOIL: 12 3.46 243 8.16 6.24

The accompanying notes are an integral part of these interim consolidated financial statements.
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OAO LUKOIL
Consolidated Statements of Stockholders’ Equity and Comprehensive Income (unaudited)
(Millions of US dollars, unless otherwise noted

Treasury Accumulated Total OAO
stock and  Additional other LUKOIL Noncontrol-
Common equity- paid-in Retained comprehensivestockholders’ ling Total
stock linked notes capital earnings loss equity interests equity

Nine months ended
September 30, 2010
Balance as of December
31,2009 15 (282) 4,699 51,634 (75) 55,991 388 56,379
Net income - - - 6,820 - 6,820 113 6,933
Prior service cost - - - - 6 6 - 6
Unrecognized gain on
available for sale securities - - - - 1 1 - 1
Comprehensive income 6,827 113 6,940
Dividends on common
stock - - - (1,428) - (1,428) - (1,428)
Effect of stock
compensation plan - - 74 - - 74 - 74
New shares issued - - 1 - - 1 - 1
Stock and equity-linked
notes purchased - (4,644) - - - (4,644) - (4,644)
Stock disposed - 263 (70) - - 193 - 193
Changes in the
noncontrolling interests - - (139) - - (139) (59) (198)
Balance as of
September 30, 2010 15 (4,663) 4,565 57,026 (68) 56,875 442 57,317
Nine months ended
September 30, 2009
Balance as of December
31,2008 15 (282) 4,694 45,983 (70) 50,340 670 51,010
Net income - - - 5,285 - 5,285 135 5,420
Prior service cost - - - - 9 9 - 9
Unrecognized loss on
available for sale securities - - - - 2) (2 - (2)
Comprehensive income 5,292 135 5,427
Dividends on common
stock - - - (1,360) - (1,360) - (2,360)
Effect of stock
compensation plan - - 77 - - 77 - 77
Changes in the
noncontrolling interests - - - - - - (316) (316)
Balance as of
September 30, 2009 15 (282) 4,771 49,908 (63) 54,349 489 54,838

Share activity (thousands of shares)

Common stock Treasury stock
Nine months ended September 30, 2010
Balance as of December 31, 2009 850,563 (3,836)
Purchase of treasury stock - (68,912)
Disposal of treasury stock - 3,540
Balance as of September 30, 2010 850,563 (69,208)
Nine months ended September 30, 2009
Balance as of December 31, 2008 850,563 (3,836)
Balance as of September 30, 2009 850,563 (3,836)

The accompanying notes are an integral part of these interim consolidated financial statements.
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OAO LUKOIL
Consolidated Statements of Cash Flows
(Millions of US dollars)

For the nine
months ended
September 30,

For the nine
months ended
September 30,

2010 2009
(unaudited) (unaudited)
Cash flows from operating activities
Net income attributable to OAO LUKOIL 6,820 5,285
Adjustments for non-cash items:
Depreciation, depletion and amortization 3,114 3,001
Equity share in income of affiliates, net of dividends received 387 (205)
Dry hole write-offs 97 114
Gain on disposals and impairments of assets (29) (15)
Deferred income taxes (18) 123
Non-cash currency translation gain 24) (77)
Non-cash investing activities (28) (10)
All other items — net 290 112
Changes in operating assets and liabilities:
Accounts and notes receivable (1,252) (1,964)
Inventories (308) (1,306)
Accounts payable 1,438 128
Taxes payable 97 428
Other current assets and liabilities 1,048 459
Net cash provided by operating activities 11,632 6,073
Cash flows from investing activities
Acquisition of licenses (12) -
Capital expenditures (4,656) (4,631)
Proceeds from sale of property, plant and equipment 100 97
Purchases of investments (212) (177)
Proceeds from sale of investments 88 370
Sale of subsidiaries, net of cash disposed 123 5
Acquisitions of subsidiaries (including advances related to acquisitions), net of
cash acquired (56) (2,031)
Net cash used in investing activities (4,625) (6,367)
Cash flows from financing activities
Net movements of short-term borrowings 725 (1,101)
Proceeds from issuance of long-term debt 18 5,070
Principal repayments of long-term debt (1,400) (3,387)
Dividends paid on Company common stock (817) (661)
Dividends paid to noncontrolling interest stockholders (59) (50)
Financing received from related and third party noncontrolling interest
stockholders 16 14
Purchase of Company’s stock and equity-linked notes (4,644) -
Sale of Company’s stock 193 -
Purchases of noncontrolling interests (190) (353)
Net cash used in financing activities (6,158) (468)
Effect of exchange rate changes on cash and cash equivalents (6) (24)
Net increase (decrease) in cash and cash equivalents 843 (786)
Cash and cash equivalents at beginning of year 2,274 2,239
Cash and cash equivalents at end of period 3,117 1,453
Supplemental disclosures of cash flow information
Interest paid 504 1,209
Income taxes paid 1,487 987

The accompanying notes are an integral part of these interim consolidated financial statements.
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OAO LUKOIL
Notes to Interim Consolidated Financial Statements (unaudited)
(Millions of US dollars, unless otherwise noted)

Note 1.Organization and environment

The primary activities of OAO LUKOIL (the “Company”) and its subsidiaries (together, the “Group”) are
oil exploration, production, refining, marketing and distribution. The Company is the ultimate parent entity
of this vertically integrated group of companies.

The Group was established in accordance with Presidential Decree 1403, issued on November 17, 1992.
Under this decree, on April 5, 1993, the Government of the Russian Federation transferred to the Company
51% of the voting shares of fifteen enterprises. Under Government Resolution 861 issued on September 1,
1995, a further nine enterprises were transferred to the Group during 1995. Since 1995, the Group has
carried out a share exchange program to increase its shareholding in each of the twenty-four founding
subsidiaries to 100%.

From formation, the Group has expanded substantially through consolidation of its interests, acquisition of
new companies and establishment of new businesses.

Business and economic environment

The Russian Federation has been experiencing political and economic change, that has affected and will
continue to affect the activities of enterprises operating in this environment. Consequently, operations in the
Russian Federation involve risks, which do not typically exist in other markets. In addition, the recent
contraction in the capital and credit markets has further increased the level of economic uncertainty in the
environment.

The accompanying interim consolidated financial statements reflect management’s assessment of the impact
of the business environment in the countries in which the Group operates on the operations and the financial
position of the Group. The future business environments may differ from management’s assessment.

Basis of preparation

The accompanying interim consolidated financial statements and notes thereto have not been audited by
independent accountants, except for the balance sheet as of December 31,2009. In the opinion of the
Company’s management, the interim consolidated financial statements include all adjustments and
disclosures necessary to present fairly the Group’s financial position, results of operations and cash flows
for the interim periods reported herein. These adjustments were of a normal recurring nature.

These interim consolidated financial statements have been prepared by the Company in accordance with
accounting principles generally accepted in the United States of America (“US GAAP”) as applicable to
interim consolidated financial statements. These interim consolidated financial statements should be read in
conjunction with the Group’s December 31, 2009 annual consolidated financial statements.

The results for the nine-month period ended September 30, 2010 are not necessarily indicative of the results
expected for the full year.

Note 2. Summary of significant accounting policies
Principles of consolidation

These interim consolidated financial statements include the financial position and results of the Company,
controlled subsidiaries of which the Company directly or indirectly owns more than 50% of the voting interest,
unless minority stockholders have substantive participating rights, and variable interest entities where the
Group is determined to be the primary beneficiary. Other significant investments in companies of which the
Company directly or indirectly owns between 20% and 50% of the voting interest and over which it exercises
significant influence but not control, are accounted for using the equity method of accounting. Investments in
companies of which the Company directly or indirectly owns more than 50% of the voting interest but where
minority stockholders have substantive participating rights are accounted for using the equity method of
accounting. Undivided interests in oil and gas joint ventures are accounted for using the proportionate
consolidation method. Investments in other companies are recorded at cost. Equity investments and investments
in other companies are included in “Investments” in the consolidated balance sheet.
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OAO LUKOIL
Notes to Interim Consolidated Financial Statements (unaudited)
(Millions of US dollars, unless otherwise noted)

Note 2. Summary of significant accounting policies (continued)
Use of estimates

The preparation of financial statements in conformity with US GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues
and expenses during the reporting period. Significant items subject to such estimates and assumptions
include the carrying value of oil and gas properties and other property, plant and equipment, goodwill
impairment assessment, asset retirement obligations, deferred income taxes, valuation of financial
instruments, and obligations related to employee benefits. Eventual actual amounts could differ from those
estimates.

Revenue

Revenues from the production and sale of crude oil and petroleum products are recognized when title passes
to customers at which point the risks and rewards of ownership are assumed by the customer and the price is
fixed or determinable. Revenues include excise on petroleum products sales and duties on export sales of
crude oil and petroleum products.

Revenues from non-cash sales are recognized at the fair market value of the crude oil and petroleum
products sold.

Foreign currency translation

The Company maintains its accounting records in Russian rubles. The Company’s functional currency is the
US dollar and the Group’s reporting currency is the US dollar.

For the majority of operations in the Russian Federation and outside the Russian Federation, the US dollar is
the functional currency. Where the US dollar is the functional currency, monetary assets and liabilities have
been translated into US dollars at the rate prevailing at each balance sheet date. Non-monetary assets and
liabilities have been translated into US dollars at historical rates. Revenues, expenses and cash flows have
been translated into US dollars at rates, which approximate actual rates at the date of the transaction.
Translation differences resulting from the use of these rates are included in the consolidated statement of
income.

For certain other operations, where the US dollar is not the functional currency and the economy is not
hyperinflationary, assets and liabilities are translated into US dollars at year-end exchange rates and
revenues and expenses are translated at average exchange rates for the year. Resulting translation
adjustments are reflected as a separate component of comprehensive income.

In all cases, foreign currency transaction gains and losses are included in the consolidated statement of
income.

As of September 30, 2010 and December 31, 2009, exchange rates of 30.40 and 30.24 Russian rubles to the
US dollar, respectively, have been used for translation purposes.

The Russian ruble and other currencies of republics of the former Soviet Union are not readily convertible
outside of their countries. Accordingly, the translation of amounts recorded in these currencies into US
dollars should not be construed as a representation that such currency amounts have been, could be or will in
the future be converted into US dollars at the exchange rate shown or at any other exchange rate.

Cash and cash equivalents

Cash and cash equivalents include all highly liquid investments with an original maturity of three months or
less.
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OAO LUKOIL
Notes to Interim Consolidated Financial Statements (unaudited)
(Millions of US dollars, unless otherwise noted)

Note 2. Summary of significant accounting policies (continued)

Cadh with restrictions on immediate use

Cash funds for which restrictions on immediate use exist are accounted for within other non-current assets.
Accounts and notes receivable

Accounts and notes receivable are recorded at their transaction amounts less provisions for doubtful debts.
Provisions for doubtful debts are recorded to the extent that there is a likelihood that any of the amounts due
will not be obtained. Non-current receivables are discounted to the present value of expected cash flows in
future periods using the original discount rate.

Inventories

The cost of finished goods and purchased products is determined using the FIFO cost method. The cost of
all other inventory categories is determined using an “average cost” method.

Investments

Debt and equity securities are classified into one of three categories: trading, available-for-sale, or held-to-
maturity.

Trading securities are bought and held principally for the purpose of selling in the near term. Held-to-
maturity securities are those securities in which a Group company has the ability and intent to hold until
maturity. All securities not included in trading or held-to-maturity are classified as available-for-sale.

Trading and available-for-sale securities are recorded at fair value. Held-to-maturity securities are recorded
at cost, adjusted for the amortization or accretion of premiums or discounts. Unrealized holding gains and
losses on trading securities are included in the consolidated statement of income. Unrealized holding gains
and losses, net of the related tax effect, on available-for-sale securities are reported as a separate component
of comprehensive income until realized. Realized gains and losses from the sale of available-for-sale
securities are determined on a specific identification basis. Dividends and interest income are recognized in
the consolidated statement of income when earned.

A permanent decline in the market value of any available-for-sale or held-to-maturity security below cost is
accounted for as a reduction in the carrying amount to fair value. The impairment is charged to the
consolidated statement of income and a new cost base for the security is established. Premiums and
discounts are amortized or accreted over the life of the related held-to-maturity or available-for-sale security
as an adjustment to yield using the effective interest method and such amortization and accretion is recorded
in the consolidated statement of income.

Property, plant and equipment
Oil and gas properties are accounted for using the successful efforts method of accounting whereby property
acquisitions, successful exploratory wells, all development costs, and support equipment and facilities are

capitalized. Unsuccessful exploratory wells are expensed when a well is determined to be non-productive.
Other exploratory expenditures, including geological and geophysical costs are expensed as incurred.
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OAO LUKOIL
Notes to Interim Consolidated Financial Statements (unaudited)
(Millions of US dollars, unless otherwise noted)

Note 2. Summary of significant accounting policies (continued)

The Group continues to capitalize costs of exploratory wells and exploratory-type stratigraphic wells for
more than one year after the completion of drilling if the well has found a sufficient quantity of reserves to
justify its completion as a producing well and the company is making sufficient progress assessing the
reserves and the economic and operating viability of the project. If these conditions are not met or if
information that raises substantial doubt about the economic or operational viability of the project is
obtained, the well would be assumed impaired, and its costs, net of any salvage value, would be charged to
expense.

Depreciation, depletion and amortization of capitalized costs of oil and gas properties is calculated using the
unit-of-production method based upon proved reserves for the cost of property acquisitions and proved
developed reserves for exploration and development costs.

Production and related overhead costs are expensed as incurred.

Depreciation of assets not directly associated with oil production is calculated on a straight-line basis over
the economic lives of such assets, estimated to be in the following ranges:

Buildings and constructions 5-40 Years
Machinery and equipment  5-20 Years

In addition to production assets, certain Group companies also maintain and construct social assets for the
use of local communities. Such assets are capitalized only to the extent that they are expected to result in
future economic benefits to the Group. If capitalized, they are depreciated over their estimated economic
lives.

Significant unproved properties are assessed for impairment individually on a regular basis and any
estimated impairment is charged to expense.

Asset retirement obligations

The Group records the fair value of liabilities related to its legal obligations to abandon, dismantle or
otherwise retire tangible long-lived assets in the period in which the liability is incurred. A corresponding
increase in the carrying amount of the related long-lived asset is also recorded. Subsequently, the liability is
accreted for the passage of time and the related asset is depreciated using the unit-of-production method.

Goodwill and other intangible assets

Goodwill represents the excess of the cost of an acquired entity over the net of the fair value amounts
assigned to assets acquired and liabilities assumed. It is assigned to reporting units as of the acquisition date.
Goodwill is not amortized, but is tested for impairment at least on an annual basis and between annual tests
if an event occurs or circumstances change that would more likely than not reduce the fair value of a
reporting unit below its carrying amount. The impairment test requires estimating the fair value of a
reporting unit and comparing it with its carrying amount, including goodwill assigned to the reporting unit.
If the estimated fair value of the reporting unit is less than its net carrying amount, including goodwill, then
the goodwill is written down to its implied fair value.

Intangible assets with indefinite useful lives are tested for impairment at least annually. Intangible assets that
have limited useful lives are amortized on a straight-line basis over the shorter of their useful or legal lives.

F-9



OAO LUKOIL
Notes to Interim Consolidated Financial Statements (unaudited)
(Millions of US dollars, unless otherwise noted)

Note 2. Summary of significant accounting policies (continued)
Impairment of long-lived assets

Long-lived assets, such as oil and gas properties (other than unproved properties), other property, plant, and
equipment, and purchased intangibles subject to amortization, are assessed for impairment whenever events
or changes in circumstances indicate that the carrying amount of an asset group may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset
group to the estimated undiscounted future cash flows expected to be generated by that group. If the carrying
amount of an asset group exceeds its estimated undiscounted future cash flows, an impairment charge is
recognized by writing down the carrying amount to the estimated fair value of the asset group, generally
determined as discounted future net cash flows. Assets to be disposed of are separately presented in the
balance sheet and reported at the lower of the carrying amount or fair value less costs to sell, and are no
longer depreciated. The assets and liabilities of a disposed group classified as held for sale are presented
separately in the appropriate asset and liability sections of the balance sheet.

Income taxes

Deferred income tax assets and liabilities are recognized in respect of future tax consequences attributable to
temporary differences between the carrying amounts of existing assets and liabilities for the purposes of the
consolidated financial statements and their respective tax bases and in respect of operating loss and tax
credit carryforwards. Deferred income tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to
reverse and the assets be recovered and liabilities settled. The effect on deferred income tax assets and
liabilities of a change in tax rates is recognized in the consolidated statement of income in the reporting
period which includes the enactment date. The estimated effective income tax rate expected to be applicable
for the full fiscal year is used in providing for income taxes on a current year-to-date basis.

The ultimate realization of deferred income tax assets is dependent upon the generation of future taxable
income in the reporting periods in which the originating expenditure becomes deductible. In assessing the
realizability of deferred income tax assets, management considers whether it is more likely than not that the
deferred income tax assets will be realized. In making this assessment, management considers the scheduled
reversal of deferred income tax liabilities, projected future taxable income, and tax planning strategies.

An income tax position is recognized only if the uncertain position is more likely than not of being sustained
upon examination, based on its technical merits. A recognized income tax position is measured at the largest
amount that is greater than 50% likely of being realized. Changes in recognition or measurement are
reflected in the period in which the change in judgment occurs. The Company records interest and penalties
relating to income tax in income tax expense in the consolidated statement of income.

Interest-bearing borrowings

Interest-bearing borrowings are initially recorded at the value of net proceeds received. Any difference
between the net proceeds and the redemption value is amortized at a constant rate over the term of the
borrowing. Amortization is included in the consolidated statement of income each period and the carrying
amounts are adjusted as amortization accumulates.

If borrowings are repurchased or settled before maturity, any difference between the amount paid and the
carrying amount is recognized in the consolidated statement of income in the period in which the repurchase
or settlement occurs.
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Note 2. Summary of significant accounting policies (continued)
Pension benefits

The expected costs in respect of pension obligations of Group companies are determined by an independent
actuary. Obligations in respect of each employee are accrued over the reporting periods during which the
employee renders service in the Group.

Treasury stock

Purchases by Group companies of the Company’s outstanding stock are recorded at cost and classified as
treasury stock within Stockholders’ equity. Shares shown as Authorized and Issued include treasury stock.
Shares shown as Outstanding do not include treasury stock.

Earnings per share

Basic earnings per share is computed by dividing net income available to common stockholders of the
Company by the weighted-average number of shares of common stock outstanding during the reporting
period. A calculation is carried out to establish if there is potential dilution in earnings per share if
convertible securities were to be converted into shares of common stock or contracts to issue shares of
common stock were to be exercised. If there is such dilution, diluted earnings per share is presented.

Contingencies

Certain conditions may exist as of the balance sheet date, which may result in losses to the Group but the
impact of which will only be resolved when one or more future events occur or fail to occur.

If a Group company’s assessment of a contingency indicates that it is probable that a material loss has been
incurred and the amount of the liability can be estimated, then the estimated liability is accrued and charged
to the consolidated statement of income. If the assessment indicates that a potentially material loss is not
probable, but is reasonably possible, or is probable, but cannot be estimated, then the nature of the
contingent liability, together with an estimate of the range of possible loss, is disclosed in the notes to the
consolidated financial statements. Loss contingencies considered remote or related to unasserted claims are
generally not disclosed unless they involve guarantees, in which case the nature of the guarantee is
disclosed.

Environmental expenditures

Estimated losses from environmental remediation obligations are generally recognized no later than
completion of remedial feasibility studies. Group companies accrue for losses associated with environmental
remediation obligations when such losses are probable and reasonably estimable. Such accruals are adjusted
as further information becomes available or circumstances change. Costs of expected future expenditures for
environmental remediation obligations are not discounted to their present value.

Use of derivative instruments

The Group’s derivative activity is limited to certain petroleum products marketing and trading outside of its
physical crude oil and petroleum products businesses and hedging of commodity price risks. Currently this
activity involves the use of futures and swaps contracts together with purchase and sale contracts that
qualify as derivative instruments. The Group accounts for these activities under the mark-to-market
methodology in which the derivatives are revalued each accounting period. Resulting realized and
unrealized gains or losses are presented in the consolidated statement of income on a net basis. Unrealized
gains and losses are carried as assets or liabilities on the consolidated balance sheet.



OAO LUKOIL
Notes to Interim Consolidated Financial Statements (unaudited)
(Millions of US dollars, unless otherwise noted)

Note 2. Summary of significant accounting policies (continued)

Share-based payments

The Group accounts for liability classified share-based payment awards to employees at fair value on the
date of grant and as of each reporting date. Expenses are recognized over the vesting period. Equity
classified share-based payment awards to employees are valued at fair value on the date of grant and
expensed over the vesting period.

Comparative amounts
Certain prior period amounts have been reclassified to conform with the current period’s presentation.
Recent accounting pronouncements

In July 2010, the FASB issued Accounting Standards Update (“ASU”) No. 2010-20, “Disclosures about the
Credit Quality of Financing Receivables and the Allowance for Credit Lossé$ch amends Accounting
Standards Codification (“ASC”) No. 310, “Receivables.”This ASU provides financial statement users with
greater transparency about an entity’s allowance for credit losses and the credit quality of its financing
receivables and requires entities provide disclosures that facilitate financial statement users’ evaluation of
the following: 1) the nature of credit risk inherent in the entity’s portfolio of financing receivables; 2) how
that risk is analyzed and assessed in arriving at the allowance for credit losses; 3) the changes and reasons
for those changes in the allowance for credit losses. The ASU No. 2010-20 is effective for the Group for the
reporting periods ending after December 15, 2010. This ASU encourages, but does not require, comparative
disclosures for earlier reporting periods that ended before initial adoption. However, an entity should
provide comparative disclosures for those reporting periods ending after initial adoption. The Group is
currently assessing the effect of adoption of ASU No. 2010-20.

In February 2010, the FASB issued ASU No. 2010-09, “Subsequent events¥hich amends ASC No. 855
(former SFAS No. 165, “Subsequent eventy’issued in May 2009. The Group adopted ASC No. 855
starting from the second quarter of 2009. These standards address accounting and disclosure requirements
related to subsequent events and require management of an entity which is an SEC filer or is a conduit bond
obligator for conduit securities that are traded in a public market to evaluate subsequent events through the
date that the financial statements are issued. Entities that do not meet these criteria should evaluate
subsequent events through the date the financial statements are available to be issued and are required to
disclose the date through which subsequent events have been evaluated. The Group determined that it
should evaluate subsequent events through the date the financial statements are available to be issued and
applied the requirements of ASU No. 2010-09 starting from the financial statements for 2009.

In January 2010, the FASB issued ASU No. 2010-06, “Improving Disclosures about Fair Value
Measurements,which requires reporting entities to make new disclosures about recurring or nonrecurring
fair-value measurements including significant transfers into and out of Level 1 and Level 2 fair-value
measurements and information about purchases, sales, issuances, and settlements on a gross basis in the
reconciliation of Level 3 fair-value measurements. This ASU also clarifies existing fair-value measurement
disclosure guidance about the level of disaggregation, inputs, and valuation techniques. ASU No. 2010-06 is
effective for interim and annual reporting periods beginning after December 15, 2009, except for the
detailed Level 3 roll forward disclosures (which are effective for the annual reporting periods starting after
December 15, 2010 and for interim periods within those annual reporting periods). The Group adopted the
requirements of ASU No. 2010-06 (except for the detailed Level 3 roll forward disclosures) starting from
the first quarter of 2010. This adoption did not have a material impact on the Group’s results of operations,
financial position or cash flows.
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Note 2. Summary of significant accounting policies (continued)

In January 2010, the FASB issued ASU No. 2010-03, “Extractive activities— Oil and Gas (Topic 932): Oil
and Gas Reserve Estimation and Disclosur@$¢ main provisions of ASU No. 2010-03 are the following:
(1) expanding the definition of oil- and gas-producing activities to include the extraction of saleable
hydrocarbons, in solid, liquid, or gaseous state, from oil sands, shale, coalbeds, or other nonrenewable
resources that are intended to be upgraded into synthetic oil or gas, and activities undertaken with a view to
such extraction; (2) entities should use first-day-of-the-month price during the 12-month period (the 12-
months average price) in calculating proved oil and gas reserves and estimating related standardized
measure of discounted net cash flows; (3) requiring entities to disclose separately information about reserves
quantities and financial statement amounts for geographic areas that represent 15 percent or more of proved
reserves; (4) separate disclosure for consolidated entities and equity method investments. ASU No. 2010-03
is effective for annual reporting periods ending on or after December 31, 2009. The Group adopted ASU
No. 2010-03 starting from the financial statements for 2009. This adoption did not have a material impact on
the Group’s reported reserves evaluation, results of operations, financial position or cash flows.

In January 2010, the FASB issued ASU No. 2010-02, “Accounting and Reporting for Decreases in
Ownership of a Subsidiary - A Scope Clarification” to clarify the scope of ASC Subtopic No. 810-10,
“Consolidation — Overall.” This ASU specifies that the guidance in ASC Subtopic No. 810-10 on
accounting for decreases in ownership of a subsidiary applies to: (1) a subsidiary or group of assets that
constitutes a business or nonprofit activity; (2) a subsidiary that is a business or a nonprofit activity that is
transferred to an equity method investee or a joint venture; and (3) an exchange of a group of assets that
constitute a business or nonprofit activity for a noncontrolling interest in an entity. If a company’s
ownership interest in a subsidiary that is not a business or nonprofit activity decreases, then other accounting
guidance generally would be applied based on the nature of the transaction. The new pronouncement also
clarifies that the recent guidance on accounting for decreases in ownership of a subsidiary does not apply if
the transaction is a sale of in-substance real estate or a conveyance of oil and gas properties. This ASU is
effective for interim and annual periods ending after December 15, 2009 and the guidance should be applied

on a retrospective basis to the first period in which the company adopted ASC No. 810. The Group adopted
ASU No. 2010-02 starting from the financial statements for 2009. This adoption did not have a material
impact on the Group’s results of operations, financial position or cash flows.

In January 2010, the FASB issued ASU No. 2010-01, “Accounting for Distributions to Shareholders with
Components of Stock and Caslwhich addresses how an entity should account for the stock portion of a
dividend in certain arrangements when a shareholder makes an election to receive cash or stock, subject to
limitations on the amount of the dividend to be issued in cash. The stock portion of the dividend should be
accounted for as a stock issuance upon distribution, resulting in basic earnings per share being adjusted
prospectively. Prior to distribution, the entity’s obligation to issue shares would be reflected in diluted
earnings-per-share based on the guidance in ASC No. 260, which addresses contracts that may be settled in
shares. This ASU is effective for interim and annual periods ending after December 15, 2009. The Group
adopted ASU No. 2010-01 starting from the financial statements for 2009. This adoption did not have a
material impact on the Group’s results of operations, financial position or cash flows.

In December 2009, the FASB issued ASU No. 2009-17, “Improvements to Financial Reporting by
Enterprises Involved with Variable Interest Entitiesyhich amends the guidance on variable interest
entities (“VIE”) in ASC No. 810. This ASU changes the approach to determining VIE primary beneficiary
from a quantitative assessment to a qualitative assessment designed to identify a controlling financial
interest, and increases the frequency of required reassessments to determine whether an entity is the primary
beneficiary of a VIE. ASU No. 2009-17 also clarifies, but does not significantly change, the characteristics
that identify a VIE. ASU No. 2009-17 is effective as of the beginning of a company’s first fiscal year that
begins after November 15, 2009, and for subsequent interim and annual reporting periods. The Group
adopted the requirements of ASU No. 2009-17 starting from the first quarter of 2010. This adoption did not
have a material impact on the Group’s results of operations, financial position or cash flows.
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Note 2. Summary of significant accounting policies (continued)

In August 2009, the FASB issued ASU No. 2009-05, “Measuring Liabilities at Fair Value,”which amends
Subtopic No. 820-10, “Fair Value Measurements and Disclosures—Overall” for the fair value measurements
of liabilities. ASU No. 2009-05 provides clarification that in circumstances in which a quoted price in an
active market for the identical liability is not available, a reporting entity is required to measure fair value
using one or more of the following techniques: valuation based on the quoted price of the identical liability
when traded as an asset; valuation based on quoted prices for similar liabilities or similar liabilities when
traded as an asset, or another valuation technique that is consistent with the principles of Topic 820 (such as
present value technique or price for the identical liability). This ASU also clarifies that an entity is not
required to include a separate input relating to the existence of a restriction that prevents the transfer of the
liability. ASU No. 2009-05 is effective for the first interim or annual reporting periods after its publication.
The Group adopted the requirements of ASU No. 2009-05 starting from the financial statements for 2009.
This adoption did not have a material impact on the Group’s results of operations, financial position or cash
flows.

In March 2008, the FASB issued ASC No. 815 (former SFAS No. 161, “Disclosures about Derivative
Instruments and Hedging Activities"This ASC improves financial reporting about derivative instruments
and hedging activities by enhanced disclosures of their effects on an entity’s financial position, financial
performance and cash flows. The Group adopted the provisions of ASC No. 815 starting from the first
quarter of 2009. This adoption did not have any impact on the Group’s results of operations, financial
position or cash flows.

In December 2007, the FASB issued ASC No. 810 (former SFAS No. 160, “Noncontrolling Interests in
Consolidated Financial Statements — an amendment of ARB Np.THi§ ASC applies to all entities that

prepare consolidated financial statements (except not-for-profit organizations) and affects those which have

an outstanding noncontrolling interest (or minority interest) in their subsidiaries or which have to

deconsolidate a subsidiary. This ASC changes the classification of a noncontrolling interest; establishing a

single method of accounting for changes in the parent company’s ownership interest that does not result in

deconsolidation and requires a parent company to recognize a gain or loss when a subsidiary is

deconsolidated. The Group prospectively adopted the provisions of ASC No. 810 in the first quarter of

2009, except for the presentation and disclosure requirements which were applied retrospectively. This

adoption did not have any impact on the Group’s results of operations, financial position or cash flows.

Note 3.Income taxes

Operations in the Russian Federation are subject to a Federal income tax rate of 2.0% and a regional income
tax rate that varies from 13.5% to 18.0% at the discretion of the individual regional administration. The
Group’s foreign operations are subject to taxes at the tax rates applicable to the jurisdictions in which they
operate.

The Group’s effective income tax rate for the periods presented differs from the statutory income tax rate
primarily due to domestic and foreign rate differences and the incurrence of costs that are either not tax

deductible or only deductible to a certain limit.

Note 4.Cash and cash equivalents

As of September As of December

30, 2010 31, 2009
Cash held in Russian rubles 920 557
Cash held in other currencies 1,902 1,384
Cash of a banking subsidiary in other currencies 70 131
Cash held in related party banks in Russian rubles 206 174
Cash held in related party banks in other currencies 19 28
Total cash and cash equivalents 3,117 2,274
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Note 5. Accounts and notes receivable, net

As of September As of December

30, 2010 31, 2009
Trade accounts and notes receivable (net of provisions of $224 million and $191 million as of
September 30, 2010 and December 31, 2009, respectively) 5,797 4,389
Current VAT and excise recoverable 1,021 1,205
Other current accounts receivable (net of provisions of $54 million and $41 million as of September
30, 2010 and December 31, 2009, respectively) 369 341
Total accounts and notes receivable, net 7,187 5,935

Note 6.lnvestments

As of September As of December

30, 2010 31, 2009
Investments in equity method aftiliates and joint ventures 4,310 4,754
Long-term loans given by non-banking subsidiaries 1,197 1,176
Other long-term investments 21 14
Total long-term investments 5,528 5,944

Investments in “equity method” affiliates and joint ventures

The summarized financial information below is in respect of equity method affiliates and corporate joint
ventures. The companies are primarily engaged in crude oil exploration, production, marketing and
distribution operations in the Russian Federation, crude oil production and marketing in Kazakhstan, and
refining operations in Europe.

For the three months ended For the three months ended

September 30, 2010

September 30, 2009

Total Group’s share

Total Group’s share

Revenues 5,603 895 1,363 663
Income before income taxes 2,099 137 236 121
Less income taxes (517) (38) (68) (33)
Net income 1,582 99 168 88
For the nine months ended  For the nine months ended
September 30, 2010 September 30, 2009
Total Group’s share Total Group’s share
Revenues 17,261 2,638 3,314 1,600
Income before income taxes 6,498 478 694 367
Less income taxes (1,817) (143) (195) 97)
Net income 4,681 335 499 270

As of September 30, 2010

As of December 31, 2009

Total Group’s share

Total Group’s share

Current assets 6,534 1,263 6,796 1,524
Property, plant and equipment 18,483 4,956 18,877 5,284
Other non-current assets 783 300 607 240
Total assets 25,800 6,519 26,280 7,048
Short-term debt 1,278 175 442 274
Other current liabilities 2,878 565 3,982 817
Long-term debt 8,004 962 7,769 732
Other non-current liabilities 1,938 507 1,633 471
Net assets 11,702 4,310 12,454 4,754
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Note 6. Investments (continued)

In June 2009, a Group company entered into an agreement with Total S.A. to acquire a 45% interest in the
TRN refinery in the Netherlands. The transaction was finalized in September 2009 in the amount of
approximately $688 million (after completion adjustment). The Group supplies crude oil and market refined
products in line with its equity stake in the refinery. The refinery has the flexibility to process Urals blend
crude oil as well as significant volumes of straight-run fuel oil and vacuum gasoil, which allowed the Group
to integrate the plant into its crude oil supply and refined products marketing operations. This plant with a
Nelson complexity index of 9.8 has an annual topping capacity of 7.9 million tonnes and an annual capacity
of a hydro-cracking unit of approximately 3.4 million tonnes. This acquisition was made in accordance with
the Group’s plans to develop its refining capacity in Europe.

Note 7.Property, plant and equipment and asset retirement obligations

At cost
As of September As of December As of September As of December
30, 2010 31, 2009 30, 2010 31, 2009
Exploration and Production:
Western Siberia 24,752 23,465 14,585 13,878
European Russia 25,883 24,908 17,796 17,761
International 7,029 6,371 5,572 5,170
Total 57,664 54,744 37,953 36,809
Refining, Marketing, Distribution and Chemicals:
Western Siberia 5 6 3 5
European Russia 10,794 10,009 7,052 6,717
International 7,064 6,849 4,751 4,783
Total 17,863 16,864 11,806 11,505
Other:
Western Siberia 186 186 94 94
European Russia 4,309 4,170 3,809 3,697
International 178 189 107 123
Total 4,673 4,545 4,010 3,914
Total property, plant and equipment 80,200 76,153 53,769 52,228

As of September 30, 2010 and December 31, 2009, the asset retirement obligation amounted to $1,556
million and $1,199 million, respectively, of which $10 million was included in “Other current liabilities” in
the consolidated balance sheets as of each balance sheet date. During the nine-month periods ended
September 30, 2010 and 2009, asset retirement obligations changed as follows:

For the nine months For the nine months
ended September 30,ended September 30,

2010 2009
Asset retirement obligations as of January 1 1,199 728
Accretion expense 91 44
New obligations 117 45
Changes in estimates of existing obligations 170 258
Spending on existing obligations “) %)
Property dispositions 1) ®)
Foreign currency translation and other adjustments (16) (23)
Asset retirement obligations as of September 30 1,556 1,039
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Note 8.Goodwill and other intangible assets

The carrying value of goodwill and other intangible assets as of September 30, 2010 and December 31, 2009
was as follows:

As of September As of December

30, 2010 31, 2009
Amortized intangible assets
Software 380 419
Licenses and other assets 420 465
Goodwill 760 769
Total goodwill and other intangible assets 1,560 1,653

All goodwill amounts relate to the refining, marketing and distribution segment. During the nine-month
period ended September 30, 2010, there were no significant changes in goodwill.

Note 9.Short-term borrowings and current portion of long-term debt

As of September As of December

30, 2010 31, 2009
Short-term borrowings from third parties 1,677 442
Short-term borrowings from affiliated companies 60 77
13.50% Russian ruble bonds - 496
Current portion of long-term debt 1,548 1,043
Total short-term borrowings and current portion of long-term debt 3,285 2,058

Short-term borrowings from third parties are unsecured and include amounts repayable in US dollars of
$1,616 million and $282 million, amounts repayable in Euro of $26 million and $76 million, amounts
repayable in Russian rubles of nil and $18 million and amounts repayable in other currencies of $35 million
and $66 million as of September 30, 2010 and December 31, 2009, respectively. The weighted-average
interest rate on short-term borrowings from third parties was 1.78% and 2.02% per annum as of September
30, 2010 and December 31, 2009, respectively.

Russian ruble bonds

In June 2009, the Company issued 15 million short-term stock exchange bonds with a face value of 1,000
Russian rubles each. Bonds were placed at the face value with a maturity of 364 days. The coupon yield is
13.50% per annum and is paid at the maturity date. In June 2010, the Company redeemed all issued bonds in
accordance with the conditions of the bond issue.
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Note 10.Long-term debt

As of September As of December

30, 2010 31, 2009
Long-term loans and borrowings from third parties 4,602 4,043
Long-term loans and borrowings from related parties - 1,939
6.375% US dollar bonds, maturing 2014 896 895
6.356% US dollar bonds, maturing 2017 500 500
7.250% US dollar bonds, maturing 2019 595 595
6.656% US dollar bonds, maturing 2022 500 500
7.10% Russian ruble bonds, maturing 2011 263 265
13.35% Russian ruble bonds, maturing 2012 822 827
9.20% Russian ruble bonds, maturing 2012 329 331
7.40% Russian ruble bonds, maturing 2013 197 198
Capital lease obligations 182 215
Total long-term debt 8,886 10,308
Current portion of long-term debt (1,548) (1,043)
Total non-current portion of long-term debt 7,338 9,265

Long-term loans and borrowings

Long-term loans and borrowings from third parties include amounts repayable in US dollars of $2,445
million and $3,493 million, amounts repayable in Euro of $431 million and $487 million, amounts repayable
in Russian rubles of $1,704 million (including loans from ConocoPhillips) and $42 million, and amounts
repayable in other currencies of $22 million and $21 million as of September 30, 2010 and December 31,
2009, respectively. This debt has maturity dates from 2010 through 2038. The weighted-average interest rate
on long-term loans and borrowings from third parties was 4.42% and 2.77% per annum as of September 30,
2010 and December 31, 2009, respectively. A number of long-term loan agreements contain certain financial
covenants which are being met by the Group. Approximately 10% of total long-term debt is secured by
export sales and property, plant and equipment.

Group companies have a number of loan agreements nominated in Russian rubles with ConocoPhillips with
an outstanding amount of $1,700 million as of September 30, 2010. This amount includes $1,458 million
loaned by ConocoPhillips to our joint venture OOO Narianmarneftegaz (“NMNG”) (refer to Note 15.
Consolidation of Variable Interest Entity). Borrowings under these agreements bear interest at fixed rates
ranging from 6.8% to 8.0% per annum and have maturity dates up to 2038. Financing under these
agreements is used to develop oil production and distribution infrastructure in the Timan-Pechora region of
the Russian Federation.

US dollar bonds

In November 2009, a Group company issued two tranches of non-convertible bonds totaling $1.5 billion.
The first tranche totaling $900 million with a coupon yield of 6.375% per annum was placed with a maturity
of 5 years at a price of 99.474% of the bond’s face value. The resulting yield to maturity for the first tranche
is 6.500%. The second tranche totaling $600 million with a coupon yield of 7.250% per annum was placed
with a maturity of 10 years at a price of 99.127% of the bond’s face value. The resulting yield to maturity
for the second tranche is 7.375%. These tranches have a half year coupon period.

In June 2007, a Group company issued non-convertible bonds totaling $1 billion. $500 million were placed
with a maturity of 10 years and a coupon yield of 6.356% per annum. Another $500 million were placed
with a maturity of 15 years and a coupon yield of 6.656% per annum. All bonds were placed at face value
and have a half year coupon period.
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Note 10. Long-term debt (continued)
Russian ruble bonds

In December 2009, the Company issued 10 million stock exchange bonds with a face value of 1,000 Russian
rubles each. Bonds were placed at face value with a maturity of 1,092 days. The bonds have a 182 days’
coupon period and bear interest at 9.20% per annum.

In August 2009, the Company issued 25 million stock exchange bonds with a face value of 1,000 Russian
rubles each. Bonds were placed at face value with a maturity of 1,092 days. The bonds have a 182 days’
coupon period and bear interest at 13.35% per annum.

In December 2006, the Company issued 14 million non-convertible bonds with a face value of 1,000
Russian rubles each. Eight million bonds were placed with a maturity of 5 years and a coupon yield of
7.10% per annum and six million bonds were placed with a maturity of 7 years and a coupon yield of 7.40%
per annum. All bonds were placed at face value and have a half year coupon period.

Note 11.Pension benefits

The Company sponsors a post employment and post retirement benefits program that covers the majority of
the Group’s employees. The plan primarily consists of a defined benefit plan enabling employees to
contribute a portion of their salary to the plan and at retirement to receive a lump sum amount from the
Company equal to all past contributions made by the employee. This lump sum amount could be up to 2% of
employee’s annual salary for the period before October 1, 2010 and up to 4% in further periods. This plan is
administered by a non-state pension fund, LUKOIL-GARANT, and provides pension benefits primarily
based on years of service and final remuneration levels. The Company also provides several long-term
employee benefits such as death-in-service benefit and lump-sum payments upon retirement of a defined
benefit nature and other defined benefits to certain old age and disabled pensioners who have not vested any
pensions under the pension plan.

Components of net periodic benefit cost were as follows:

For the three
months ended

For the three
months ended

For the nine
months ended

For the nine
months ended

September 30, September 30, September 30, September 30,
2010 2009 2010 2009
Service cost 4 4 12 12
Interest cost 6 5 19 16
Less expected return on plan assets 3) 2) ®) @)
Amortization of prior service cost 3 2 10 8
Total net periodic benefit cost 10 9 33 29
Note 12.Stockholders’ equity
Common stock
As of September  As of December
30, 2010 31, 2009
(thousands of (thousands of
shares) shares)
Authorized and issued common stock, par value of 0.025 Russian rubles each 850,563 850,563
Common stock held by subsidiaries, not considered as outstanding - (82)
Treasury stock (69,208) (3,836)
Outstanding common stock 781,355 846,645
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Note 12. Stockholders’ equity (continued)
Earnings per share

The weighted average number of outstanding common shares was 814,427 thousand shares, 846,645
thousand shares, 836,177 thousand shares and 846,645 thousand shares for the three months ended
September 30, 2010 and 2009 and for the nine months ended September 30, 2010 and 2009, respectively.
There is no potential dilution in earnings available to common stockholders and as such diluted earnings per
share are not disclosed.

Dividends

At the annual stockholders’ meeting on June 24, 2010, dividends were declared for 2009 in the amount of
52.00 Russian rubles per common share, which at the date of the meeting was equivalent to $1.68.
Dividends payable of $656 million and $13 million are included in “Other current liabilities” in the
consolidated balance sheets as of September 30, 2010 and December 31, 2009, respectively.

At the annual stockholders’ meeting on June 25, 2009, dividends were declared for 2008 in the amount of
50.00 Russian rubles per common share, which at the date of the meeting was equivalent to $1.61.

Treasury shares

On July 28, 2010, the Group company signed a stock purchase agreement with ConocoPhillips’ subsidiary to
purchase 64.6 million of the Company’s ordinary shares at $53.25 per share for the total amount of $3,442
million. This transaction was finalized in August 2010. Additionally, under this agreement the Group had a
60-day option to purchase any or all of the remaining 98.7 million of the Company’s ordinary shares held by
ConocoPhillips’ subsidiary for the price of $56 per share.

On September 26, 2010, the Group company exercised its option to acquire shares from ConocoPhillips by
sending a notice of exercise in respect of 42,500,000 LUKOIL ADRs (each representing one ordinary share
of the Company). The Group company sold these ADRs to UniCredit Bank AG. These transactions were
completed on September 29, 2010 when 42,500,000 LUKOIL ADRs were directly transferred to UniCredit
Bank AG, and UniCredit Bank AG paid the purchase price of $2.38 billion to ConocoPhillips’ subsidiary.

Simultaneously, UniCredit Bank AG issued a series of equity-linked notes to a Group company that are
redeemable for 17,500,000 LUKOIL ADRs on or before September 29, 2011. These equity-linked notes
have been classified within OAO LUKOIL stockholders’ equity.

UniCredit Bank AG also issued an option to the Group company to purchase from UniCredit Bank AG an
additional 25,000,000 LUKOIL ADRs on or before September 29, 2011. The option provides for the
purchase of LUKOIL ADRs at market price with a floor of $56 per ADR and is not valid if the market price
per ADR is $50 or below. This option currently has a fair value of zero.

A related party of the Group has equity-linked notes that are redeemable for 25,000,000 ADRs on or before
September 29, 2011 should the Group company not exercise its option or the option becomes invalid. If the
Group company exercises the option the related party will receive from UniCredit Bank AG the cash value
of ADRs equivalent to that paid by the Group company.

Note 13.Financial and derivative instruments
Fair value

The fair values of cash and cash equivalents, current accounts and notes receivable, long-term receivables
and liquid securities are approximately equal to their value as disclosed in the consolidated financial
statements. The fair value of long-term receivables was determined by discounting with estimated market
interest rates for similar financing arrangements.

F-20



OAO LUKOIL
Notes to Interim Consolidated Financial Statements (unaudited)
(Millions of US dollars, unless otherwise noted)

Note 13. Financial and derivative instruments (continued)

The fair value of long-term debt differs from the amount disclosed in the consolidated financial statements.
The estimated fair value of long-term debt as of September 30, 2010 and December 31, 2009 was $8,941
million and $9,976 million, respectively, as a result of discounting using estimated market interest rates for
similar financing arrangements. These amounts include all future cash outflows associated with the long-
term debt repayments, including the current portion and interest. Market interest rates mean the rates of
raising long-term debt by companies with a similar credit rating for similar tenors, repayment schedules and
similar other main terms. During the nine months ended September 30, 2010, the Group did not have
significant transactions or events that would result in nonfinancial assets and liabilities measured at fair
value on a nonrecurring basis.

Derivative instruments

The Group uses financial and commodity-based derivative contracts to manage exposures to fluctuations in
foreign currency exchange rates, commodity prices, or to exploit market opportunities. Since the Group is
not currently using ASC Nos. 220, 310, 440 and 815 (former SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activity’hedge accounting, all gains and losses, realized or unrealized, from
derivative contracts have been recognized in the consolidated income statement.

ASC No. 815 requires purchase and sales contracts for commodities that are readily convertible to cash
(e.g., crude oil, natural gas and gasoline) to be recorded on the balance sheet as derivatives unless the
contracts are for quantities the Group expects to use or sell over a reasonable period in the normal course of
business (i.e., contracts eligible for the normal purchases and normal sales exception). The Group does
apply the normal purchases and normal sales exception to certain long-term contracts to sell oil products.
This normal purchases and normal sales exception is applied to eligible crude oil and refined product
commodity purchase and sales contracts; however, the Group may elect not to apply this exception (e.g.,
when another derivative instrument will be used to mitigate the risk of the purchase or sale contract but
hedge accounting will not be applied, in which case both the purchase or sales contract and the derivative
contract mitigating the resulting risk will be recorded on the balance sheet at fair value).

The fair value hierarchy for the Group’s derivative assets and liabilities accounted for at fair value on a
recurring basis was:

As of September 30, 2010 As of December 31, 2009

Level1 Level 2 Level 3 Total Levell Level2 Level 3 Total
Assets
Commodity derivatives - 1,375 - 1,375 - 1,065 - 1,065
Total assets - 1,375 - 1,375 - 1,065 - 1,065
Liabilities
Commodity derivatives - (1,553) - (1,553) - (1,110 - (1,110)
Total liabilities - (1,553) - (1,553) - (1,110) - (1,110)
Net liabilities - (178) - (178) - (45) - (45)

The derivative values above are based on an analysis of each contract as the fundamental unit of account as
required by ASC No. 820; therefore, derivative assets and liabilities with the same counterparty are not
reflected net where the legal right of offset exists. Gains or losses from contracts in one level may be offset
by gains or losses on contracts in another level or by changes in values of physical contracts or positions that
are not reflected in the table above.
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Note 13. Financial and derivative instruments (continued)
Commodity derivative contracts

The Group operates in the worldwide crude oil, refined product, natural gas and natural gas liquids markets
and is exposed to fluctuations in the prices for these commodities. These fluctuations can affect the Group’s
revenues as well as the cost of operating, investing and financing activities. Generally, the Group’s policy is
to remain exposed to the market prices of commodities. However, the Group uses futures, forwards, swaps
and options in various markets to balance physical systems, meet customer needs, manage price exposures
on specific transactions, and do a limited, immaterial amount of trading not directly related to the Group’s
physical business. These activities may move the Group’s profile away from market average prices.

The fair value of commodity derivative assets and liabilities as of September 30, 2010 was:

As of September

30, 2010
Assets
Accounts receivable 1,375
Liabilities
Accounts payable 1,553

Hedge accounting has not been used for items in the table.

As required under ASC No. 815 the amounts shown in the preceding table are presented gross (i.e., without
netting assets and liabilities with the same counterparty where the right of offset and intent to net exist).
Derivative assets and liabilities resulting from eligible commodity contracts have been netted in the
consolidated balance sheet and are recorded as accounts receivable in the amount of $24 million and
accounts payable in the amount of $202 million.

The gains and losses from commodity derivatives were included in the consolidated statements of income in
“Cost of purchased crude oil, gas and products” and for the three and nine months ended September 30,
2010 were in the total amount of net loss of $187 million (of which realized gain was $15 million and
unrealized loss was $202 million) and net gain of $60 million (of which realized gain was $192 million and
unrealized loss was $132 million), respectively.

As of September 30, 2010, the net position of outstanding commodity derivative contracts, primarily to
manage price exposure on underlying operations, was not significant.

Currency exchange rate derivative contracts

The Group has foreign currency exchange rate risk resulting from its international operations. The Group
does not comprehensively hedge the exposure to currency rate changes, although the Group selectively
hedges certain foreign currency exchange rate exposures, such as firm commitments for capital projects or
local currency tax payments and dividends.

The fair value of foreign currency derivatives assets and liabilities open at September 30, 2010 was not
significant.

The impact from foreign currency derivatives during the three and nine months ended September 30, 2010
on the consolidated income statement was not significant. The net position of outstanding foreign currency
swap contracts as of September 30, 2010 also was not significant.

Credit risk

The Group’s financial instruments that are potentially exposed to concentrations of credit risk consist
primarily of cash equivalents, over-the-counter derivative contracts and trade receivables. Cash equivalents
are placed in high-quality commercial paper, money market funds and time deposits with major international
banks and financial institutions.
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Note 13. Financial and derivative instruments (continued)

The credit risk from the Group’s over-the-counter derivative contracts, such as forwards and swaps, derives
from the counterparty to the transaction, typically a major bank or financial institution. Individual
counterparty exposure is managed within predetermined credit limits and includes the use of cash-call
margins when appropriate, thereby reducing the risk of significant non-performance. The Group also uses
futures contracts, but futures have a negligible credit risk because they are traded on the New York
Mercantile Exchange or the ICE Futures.

Certain of the Group’s derivative instruments contain provisions that require the Group to post collateral if
the derivative exposure exceeds a threshold amount. The Group has contracts with fixed threshold amounts
and other contracts with variable threshold amounts that are contingent on the Group’s credit rating. The
variable threshold amounts typically decline for lower credit ratings, while both the variable and fixed
threshold amounts typically revert to zero if the Group falls below investment grade. Cash is the primary
collateral in all contracts; however, many contracts also permit the Group to post letters of credit as
collateral.

There were no derivative instruments with such credit-risk-related contingent features that were in a liability
position on September 30, 2010. The Group posted $10 million in collateral in the normal course of business
for the over-the-counter derivatives. If the Group’s credit rating were lowered one level from its “BBB-”
rating (per Standard and Poors) on September 30, 2010, and it would be below investment grade, the Group
would be required to post additional collateral of $5 million to the Group’s counterparties for the over-the-
counter derivatives, either with cash or letters of credit. The maximum additional collateral based on the
lowest downgrade would be $16 million in total.

Note 14.Business combinations

In the first quarter of 2009, the Group acquired a 100% interest in OOO Smolenskneftesnab, OOO IRT
Investment, OOO PM Invest and OOO Retaier House for $238 million. These are holding companies, which
between them own 96 petrol stations and plots of land in Moscow, the Moscow region and other regions of
central European Russia. This acquisition was made in order to expand the Group’s presence on the most
advantageous retail market in the Russian Federation. The Group allocated $165 million to goodwill, $113
million to property, plant and equipment, $15 million to other assets, $8 million to deferred tax liability and
$47 million to other liabilities. The value of property, plant and equipment was determined by an
independent appraiser.

This business combination did not have a material impact on the Group’s consolidated operations for the
nine-month period ended September 30, 2009. Therefore, no pro-forma income statement information has
been provided.

Note 15.Consolidation of Variable Interest Entity

The Group and ConocoPhillips have a joint venture NMNG which develops oil reserves in the Timan-
Pechora region of the Russian Federation. The Group and ConocoPhillips have equal voting rights over the
joint venture’s activity and effective ownership interests of 70% and 30%, respectively.

The Group originally determined that NMNG is a variable interest entity as the Group’s voting rights are not
proportionate to its ownership rights and all of NMNG’s activities are conducted on behalf of the Group and
ConocoPhillips, its former related party. Based on the requirements of ASC No. 810 the Group performs a
qualitative analysis as to whether it is the primary beneficiary of this VIE. As a result the Group is still
considered to be the primary beneficiary of NMNG and consolidated it.

NMNG?’s total assets were approximately $5.6 billion and $5.9 billion as of September 30, 2010 and
December 31, 2009, respectively.
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Note 15. Consolidation of Variable Interest Entity (continued)

The Group and ConocoPhillips agreed to provide financing to NMNG by means of long-term loans in
proportion to their effective ownership interests. These loans mature from 2035 to 2038, with the option to
be extended for a further 35 years with the agreement of both parties. As of September 30, 2010, borrowings
under these agreements bear fixed interest in the range of 6.8% to 8.0% per annum.

As of September 30, 2010, the amount outstanding to ConocoPhillips from NMNG was $1,458 million,
which consists of a number of loans with a weighted-average interest rate of 7.75% per annum. This amount
is presented within “Long-term loans and borrowings from third parties.”

Note 16.Commitments and contingencies
Capital expenditure, exploration and investment programs

The Group owns and operates a number of assets under which it has commitments for capital expenditure in
relation to its exploration and investment programs. They mainly relate to existing license agreements in the
Russian Federation, production sharing agreements and long-term service contracts. The Group has a
commitment to execute the capital construction program of its power generation segment. In addition to
these, the Group has commitments to comply with the requirements of European Union legislation in
relation to the quality of produced petroleum products and environmental protection which require it to
upgrade its Bulgarian and Romanian refineries.

During the three-month period ended September 30, 2010, there were no significant changes in these
commitments from those disclosed in the Group’s consolidated financial statements for the period ended
June 30, 2010.

Operating lease obligations

Group companies have commitments of $904 million primarily for the lease of vessels and petroleum
distribution outlets. Operating lease expenses were $43 million, $37 million, $113 million and $103 million
for the three months ended September 30, 2010 and 2009 and for the nine months ended September 30, 2010
and 2009, respectively. Commitments for minimum rentals under these leases as of September 30, 2010 are
as follows:

As of September 30, 2010

For the three-months ending December 31, 2010 67
2011 fiscal year 215
2012 fiscal year 170
2013 fiscal year 127
2014 fiscal year 110
beyond 215
Insurance

The insurance industry in the Russian Federation and certain other areas where the Group has operations is
in the course of development. Management believes that the Group has adequate property damage coverage
for its main production assets. In respect of third party liability for property and environmental damage
arising from accidents on Group property or relating to Group operations, the Group has insurance coverage
that is generally higher than insurance limits set by the local legal requirements. Management believes that
the Group has adequate insurance coverage of the risks, which could have a material effect on the Group’s
operations and financial position.
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Note 16. Commitments and contingencies (continued)

Environmental liabilities

Group companies and their predecessor entities have operated in the Russian Federation and other countries
for many years and, within certain parts of the operations, environmental related problems have developed.
Environmental regulations are currently under consideration in the Russian Federation and other areas
where the Group has operations. Group companies routinely assess and evaluate their obligations in
response to new and changing legislation.

As liabilities in respect of the Group’s environmental obligations are able to be determined, they are charged
against income. The likelihood and amount of liabilities relating to environmental obligations under
proposed or any future legislation cannot be reasonably estimated at present and could become material.
Under existing legislation, however, management believes that there are no significant unrecorded liabilities
or contingencies, which could have a materially adverse effect on the operating results or financial position
of the Group.

Social assets

Certain Group companies contribute to Government sponsored programs, the maintenance of local
infrastructure and the welfare of their employees within the Russian Federation and elsewhere. Such
contributions include assistance with the construction, development and maintenance of housing, hospitals
and transport services, recreation and other social needs. The funding of such assistance is periodically
determined by management and is appropriately capitalized or expensed as incurred.

Taxation environment

The taxation systems in the Russian Federation and other emerging markets where Group companies operate
are relatively new and are characterized by numerous taxes and frequently changing legislation, which is
often unclear, contradictory, and subject to interpretation. Often, differing interpretations exist among
different tax authorities within the same jurisdictions and among taxing authorities in different jurisdictions.
Taxes are subject to review and investigation by a number of authorities, which are enabled by law to
impose severe fines, penalties and interest charges. In the Russian Federation a tax year remains open for
review by the tax authorities during the three subsequent calendar years; however, under certain
circumstances a tax year may remain open longer. Recent events within the Russian Federation suggest that
the tax authorities are taking a more assertive position in their interpretation and enforcement of tax
legislation. Such factors may create taxation risks in the Russian Federation and other emerging markets
where Group companies operate substantially more significant than those in other countries where taxation
regimes have been subject to development and clarification over long periods.

The tax authorities in each region may have a different interpretation of similar taxation issues which may
result in taxation issues successfully defended by the Group in one region being unsuccessful in another
region. There is some direction provided from the central authority based in Moscow on particular taxation
issues.

The Group has implemented tax planning and management strategies based on existing legislation at the time
of implementation. The Group is subject to tax authority audits on an ongoing basis, as is normal in the
Russian environment and other republics of the former Soviet Union, and, at times, the authorities have
attempted to impose additional significant taxes on the Group. Management believes that it has adequately
met and provided for tax liabilities based on its interpretation of existing tax legislation. However, the
relevant tax authorities may have differing interpretations and the effects on the financial statements, if the
authorities were successful in enforcing their interpretations, could be significant.

F-25



OAO LUKOIL
Notes to Interim Consolidated Financial Statements (unaudited)
(Millions of US dollars, unless otherwise noted)

Note 16. Commitments and contingencies (continued)
Litigation and claims

On November 27, 2001, Archangel Diamond Corporation (“ADC”), a Canadian diamond development
company, filed a lawsuit in the District Court of Denver, Colorado against OAO Archangelskgeoldobycha
(“AGD”), a Group company, and the Company (together the “Defendants”). ADC alleged that the
Defendants interfered with the transfer of a diamond exploration license to Almazny Bereg, a joint venture
between ADC and AGD. ADC claimed total damages of approximately $4.8 billion, including
compensatory damages of $1.2 billion and punitive damages of $3.6 billion. On October 15, 2002, the
District Court dismissed the lawsuit for lack of personal jurisdiction. This ruling was upheld by the
Colorado Court of Appeals on March 25, 2004. On November 21, 2005, the Colorado Supreme Court
affirmed the lower courts’ ruling that no specific jurisdiction exists over the Defendants. By virtue of this
finding, AGD (the holder of the diamond exploration license) was dismissed from the lawsuit. The Supreme
Court found, however, that the trial court made a procedural error by failing to hold an evidentiary hearing
before making its ruling concerning general jurisdiction regarding the Company, which is whether the
Company had systematic and continuous contacts in the State of Colorado at the time the lawsuit was filed.
In a modified opinion dated December 19, 2005, the Colorado Supreme Court remanded the case to the
Colorado Court of Appeals (instead of the District Court) to consider whether the lawsuit should have been
dismissed on alternative grounds (i.e., forum non conveniens). On June 29, 2006, the Colorado Court of
Appeals declined to dismiss the case based on forum non conveniens. The Company filed a petition for
certiorari on August 28, 2006, asking the Colorado Supreme Court to review this decision. On March 5,
2007, the Colorado Supreme Court remanded the case to the District Court. On June 11, 2007, the District
Court ruled it would conduct an evidentiary hearing on the issue of whether the Company is subject to
general personal jurisdiction in the State of Colorado. Discovery regarding jurisdiction was commenced. On
June 26, 2009, three creditors of ADC filed an Involuntary Bankruptcy Petition putting ADC into
bankruptcy. ADC ultimately confirmed entry of an Order For Relief and the matter was converted to a
Chapter 11 Case by order dated September 29, 2009. On November 25, 2009, after adding a claim, ADC
removed the case from the Colorado District Court to the US Bankruptcy Court. On December 22, 2009, the
Company filed a motion seeking to have the case remanded to the Colorado District Court. On December
31, 2009, before there was a ruling on the motion seeking remand ADC filed a motion seeking withdrawal of
the reference to the Bankruptcy Court and requesting the case be heard by US District Court. On February 3,
2010, the US Bankruptcy Court ordered the Motion For Withdrawal Of The Reference be transferred to the
US District Court for further action. All pending motions as well as discovery were stayed pending further
order of the Court. On July 7, 2010, the District Court denied ADC’s Motion for Withdrawal of reference
and returned the case to the Bankruptcy Court for the determination of the Company’s Motion for Remand
and Abstention seeking return of the case to the Colorado state court. On October 28, 2010, the Bankruptcy
Court granted the Company’s Motion for Remand and Abstention and remanded the case to the Denver
District Court (Colorado state court) where it is now pending. ADC is expected to commence discovery
regarding general jurisdiction shortly. Management intends to contest Jurisdiction and denies all material
allegations against the Company. Management does not believe that the ultimate resolution of this matter
will have a material adverse effect on the Group’s financial condition.

During the period from the second half of 2008 until date the financial statements were available to be
issued more than 100 claims in relation to a violation of the anti-monopoly regulation were initiated against
several Group companies in Russia and abroad. The Group companies were accused of violations primarily
involving abuse of their dominant market position and execution of coordinated actions in oil products retail
markets.

In 2008 and 2009, the Federal Anti-monopoly Service of the Russian Federation (“FAS of Russia”)
considered two cases which resulted in decisions being issued against a number of major Russian oil
companies, including the Company and the Group refinery plants, alleging abuse of their dominant position
in the oil products wholesale market of the Russian Federation.
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Note 16. Commitments and contingencies (continued)

The Moscow Arbitration Court combined all the Group refinery plants’ appeals against the first decision.
The decision of the Moscow Arbitration Court dated June 1, 2010 was to refuse the appeals. This decision
was confirmed by a decision of the court of appeal dated September 27, 2010. The court’s decisions have
been appealed to the court of review. The hearing is scheduled for December 13, 2010.

The second decision of FAS of Russia was appealed by the Group refinery plants in their local courts. On
October 4, 2010, an agreement was signed between FAS of Russia and OOO LUKOIL-
Nizhegorodnefteorgsintez in the First Arbitration Court of Appeal. Based on this agreement appeals on
FAS’s decisions and orders were withdrawn and simultaneously the assessed penalties were significantly
reduced. Other Group refinery plants are assuming to sign similar agreements.

The total amount of administrative penalties which are possible to be claimed to the Group is $224 million
(including $94 million which probably will be removed after signing the agreement between FAS of Russia
and the Group refinery plants). The Group expects that the most probable penalties to be paid to the budget
will be $111 million out of $224 million. Therefore the provision on this amount was accrued in the Group’s
consolidated financial statements for the nine-months period ended September 30, 2010. These expenses
were included in “Other non-operating expense” of the consolidated statements of income.

The Group is involved in cost recovery disputes with the Republic of Kazakhstan. The Group’s share of the
initial claim is approximately $244 million. Management is of the view that substantially all of the amounts
subject to dispute are in fact recoverable under the Final Production Sharing Agreement. Management
believes that the ultimate resolution of the claim will not have a material adverse impact on the Group’s
operating results or financial condition.

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

Note 17.Related party transactions

In the rapidly developing business environment in the Russian Federation, companies and individuals have
frequently used nominees and other forms of intermediary companies in transactions. The senior
management of the Company believes that the Group has appropriate procedures in place to identify and
properly disclose transactions with related parties in this environment and has disclosed all of the
relationships identified which it deemed to be significant. Related party sales and purchases of oil and oil
products were primarily to and from affiliated companies and the Company’s shareholder ConocoPhillips.
Related party processing services were provided by affiliated refineries. As a result of the purchase of the
Company’s shares by a Group company from ConocoPhillips in September 2010 (refer to Note 12.
Stockholders’ equity), ConocoPhillips ceased to be a related party of the Group as at the reporting date.

Below are related party transactions not disclosed elsewhere in the financial statements. Refer also to Notes
4,6,9,10, 11, 12, 15 and 18 for other transactions with related parties.

Sales of oil and oil products to related parties were $1,527 million, $253 million, $2,106 million and $778
million during the three months ended September 30, 2010 and 2009 and during the nine months ended
September 30, 2010 and 2009, respectively.

Other sales to related parties were $57 million, $20 million, $93 million and $49 million during the three
months ended September 30, 2010 and 2009 and during the nine months ended September 30, 2010 and
2009, respectively.
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Note 17. Related party transactions (continued)

Purchases of oil and oil products from related parties were $173 million, $137 million, $461 million and
$536 million during the three months ended September 30, 2010 and 2009 and during the nine months ended
September 30, 2010 and 2009, respectively.

Purchases of processing services from related parties were $181 million, $142 million, $529 million and
$359 million during the three months ended September 30, 2010 and 2009 and during the nine months ended
September 30, 2010 and 2009, respectively.

Other purchases from related parties were $13 million, $7 million, $36 million and $18 million during the
three months ended September 30, 2010 and 2009 and during the nine months ended September 30, 2010
and 2009, respectively.

Amounts receivable from related parties, including loans and advances, were $520 million and $591 million
as of September 30, 2010 and December 31, 2009, respectively. Amounts payable to related parties were
$48 million and $97 million as of September 30, 2010 and December 31, 2009, respectively.

Note 18. Compensation plan

In December 2009, the Company introduced a new compensation plan to certain members of management
for the period from 2010 to 2012, which is based on assigned shares and provides compensation consisting
of two parts. The first part represents annual bonuses that are based on the number of assigned shares and the
amount of dividend per share. The payment of these bonuses is contingent on the Group meeting certain
financial KPIs in each financial year. The second part is based upon the Company’s common stock
appreciation from 2010 to 2012, with rights vesting after the date of the compensation plan’s termination.
The number of assigned shares is approximately 17.3 million shares.

For the first part of the share plan the Group recognizes a liability based on expected dividends and the
number of assigned shares.

The second part of the share plan is classified as equity settled. The grant date fair value of the plan is
estimated at $295 million. The fair value was estimated using the Black-Scholes-Merton option-pricing
model, assuming a risk-free interest rate of 8.0% per annum, an expected dividend yield 3.09% per annum,
expected term of three years and a volatility factor of 34.86%. The expected volatility factor was estimated
based on the historical volatility of the Company’s shares for the previous five year period up to January
2010.

As of September 30, 2010, there was $221 million of total unrecognized compensation cost related to
unvested benefits. This cost is expected to be recognized periodically by the Group up to December 2012.

During the period from 2007 to 2009, the Company had a compensation plan available to certain members of
management. Its conditions were similar to the conditions of the new compensation plan introduced in
December 2009. The number of assigned shares was approximately 15.5 million shares. Because of an
unfavorable market situation the conditions for exercising the second part of this share plan were not met
and therefore no payments or share transfers to employees took place by the end of the compensation plan.

Related to these plans the Group recorded $32 million, $32 million, $97 million and $99 million of
compensation expenses during the three months ended September 30, 2010 and 2009 and during the nine
months ended September 30, 2010 and 2009, respectively, of which $25 million, $25 million, $74 million
and $77 million, respectively, are recognized as an increase in additional paid-in capital. As of September
30, 2010 and December 31, 2009, $25 million and $29 million related to these plans are included in “Other
current liabilities” of the consolidated balance sheets, respectively. The total recognized tax benefit related to
these accruals during the three months ended September 30, 2010 and 2009 and during the nine months
ended September 30, 2010 and 2009, is $6 million, $7 million, $19 million and $20 million, respectively.
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Note 19.Segment information

Presented below is information about the Group’s operating and geographical segments for the three and
nine months ended September 30, 2010 and 2009, in accordance with ASC No. 280 (former SFAS No. 131,
“Disclosures about Segments of an Enterprise and Related Information”

The Group has the following operating segments — exploration and production; refining, marketing and
distribution; chemicals; power generation and other business segments. These segments have been
determined based on the nature of their operations. Management on a regular basis assesses the performance
of these operating segments. The exploration and production segment explores for, develops and produces
primarily crude oil. The refining, marketing and distribution segment processes crude oil into refined
products and purchases, sells and transports crude oil and refined petroleum products. The chemicals
segment refines and sells chemical products. The power generation segment produces steam and electricity,
distributes them and provides related services. The activities of the other business operating segment include
businesses beyond the Group’s traditional operations.

Geographical segments have been determined based on the area of operations and include three segments.
They are Western Siberia, European Russia and International.

Operating segments

For the three months ended September 30, 2010

Refining,
Exploration marketing and Power
and production distribution Chemicals generation Other Elimination Consolidated

Sales

Third parties 854 25,067 288 295 13 - 26,517

Inter-segment 8,319 200 50 327 115 (9,011) -
Total sales 9,173 25,267 338 622 128 (9,011) 26,517
Operating expenses 1,001 921 90 490 85 (395) 2,192
Depreciation, depletion
and amortization 727 242 9 46 30 - 1,054
Interest expense 206 244 11 10 87 (396) 162
Income tax expense 309 244 15 %) 1 - 564
Net income (net loss) 1,895 641 65 (61) 308 (30) 2,818
Total assets 56,304 60,415 1,602 4,249 14,244 (54,975) 81,839
Capital expenditures 1,084 311 16 98 20 - 1,529
For the three months ended September 30, 2009

Refining,
Exploration marketing and Power
and production distribution Chemicals generation  Other Elimination Consolidated

Sales

Third parties 671 20,701 292 258 19 - 21,941

Inter-segment 6,367 234 55 236 205 (7,097) -
Total sales 7,038 20,935 347 494 224 (7,097) 21,941
Operating expenses 865 951 81 351 156 497) 1,907
Depreciation, depletion
and amortization 652 254 10 52 30 - 998
Interest expense 224 359 3 9 94 (520) 169
Income tax expense 269 220 3 3 40 (15) 520
Net income (net loss) 1,260 716 26 (83) 41 96 2,056
Total assets 52,083 54,366 1,109 4,041 13,177 (48,425) 76,351
Capital expenditures 1,227 295 28 67 26 - 1,643
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Note 19. Segment information (continued)

For the nine months ended September 30, 2010

Refining,
Exploration marketing and Power
and production distribution Chemicals generation Other Elimination Consolidated

Sales

Third parties 2,287 72,023 895 1,025 42 - 76,272

Inter-segment 24,409 623 176 936 385 (26,529) -
Total sales 26,696 72,646 1,071 1,961 427 (26,529) 76,272
Operating expenses 2,853 2,362 301 1,398 240 (1,160) 5,994
Depreciation, depletion
and amortization 2,126 728 28 139 93 - 3,114
Interest expense 680 885 24 25 306 (1,385) 535
Income tax expense 908 727 27 (11 - 9 1,660
Net income (net loss) 4,623 2,173 115 (101) 81 71) 6,820
Total assets 56,304 60,415 1,602 4,249 14,244 (54,975) 81,839
Capital expenditures 3,474 843 59 298 45 - 4,719
For the nine months ended September 30, 2009

Refining,
Exploration marketing and Power
and production distribution Chemicals generation Other Elimination Consolidated

Sales

Third parties 1,635 53,663 692 754 58 - 56,802

Inter-segment 15,697 614 92 776 563 (17,742) -
Total sales 17,332 54,277 784 1,530 621 (17,742) 56,802
Operating expenses 2,486 1,979 282 1,015 380 (1,127) 5,015
Depreciation, depletion
and amortization 1,949 762 31 146 113 - 3,001
Interest expense 642 859 9 42 269 (1,318) 503
Income tax expense 950 602 3 4 9 (15) 1,553
Net income (net loss) 4,412 1,340 (34) (155) 77 (201) 5,285
Total assets 52,083 54,366 1,109 4,041 13,177 (48,425) 76,351
Capital expenditures 3,468 902 89 178 46 - 4,683
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Note 19. Segment information (continued)

Geographical segments

For the three For the three For the nine For the nine
months ended months ended months ended months ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
Sales of crude oil within Russia 225 429 706 472
Export of crude oil and sales of oil of foreign
subsidiaries 6,663 5,332 19,351 14,388
Sales of refined products within Russia 2,971 2,279 7,944 5,679
Export of refined products and sales of refined
products of foreign subsidiaries 14,985 12,503 43,399 32,401
Sales of chemicals within Russia 170 162 520 338
Export of chemicals and sales of chemicals of foreign
subsidiaries 128 158 398 432
Other sales within Russia 661 525 2,112 1,535
Other export sales and other sales of foreign
subsidiaries 714 553 1,842 1,557
Total sales 26,517 21,941 76,272 56,802
For the three months ended September 30, 2010
European
Western Siberia Russia International Elimination Consolidated
Sales
Third parties 90 4,518 21,909 - 26,517
Inter-segment 4,170 6,822 5 (10,997) -
Total sales 4,260 11,340 21,914 (10,997) 26,517
Operating expenses 566 1,141 715 (230) 2,192
Depletion, depreciation and
amortization 262 5901 201 - 1,054
Interest expense 9 97 88 (32) 162
Income tax expense 175 342 47 - 564
Net income 750 1,461 597 10 2,818
Total assets 19,146 47,141 29,326 (13,774) 81,839
Capital expenditures 442 774 313 - 1,529
For the three months ended September 30, 2009
European
Western Siberia Russia International Elimination Consolidated
Sales
Third parties 30 3,963 17,948 - 21,941
Inter-segment 3,069 7,388 4 (10,461) -
Total sales 3,099 11,351 17,952 (10,461) 21,941
Operating expenses 499 1,292 428 (312) 1,907
Depletion, depreciation and
amortization 244 559 195 - 998
Interest expense 11 201 93 (136) 169
Income tax expense 176 260 50 34 520
Net income (net loss) 907 1,110 (44) 83 2,056
Total assets 19,874 43,600 24,792 (11,915) 76,351
Capital expenditures 470 849 324 - 1,643
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Note 19. Segment information (continued)

For the nine months ended September 30, 2010

European
Western Siberia Russia  International Elimination Consolidated

Sales

Third parties 293 12,599 63,380 - 76,272

Inter-segment 12,360 20,079 18 (32,457) -
Total sales 12,653 32,678 63,398 (32,457) 76,272
Operating expenses 1,697 3,277 1,701 (681) 5,994
Depletion, depreciation and
amortization 771 1,755 588 - 3,114
Interest expense 29 421 327 (242) 535
Income tax expense 436 1,037 178 9 1,660
Net income 1,912 4,085 839 (16) 6,820
Total assets 19,146 47,141 29,326 (13,774) 81,839
Capital expenditures 1,416 2,222 1,081 - 4,719
For the nine months ended September 30, 2009

European
Western Siberia Russia International Elimination Consolidated

Sales

Third parties 95 9,502 47,205 - 56,802

Inter-segment 8,072 19,043 15 (27,130) -
Total sales 8,167 28,545 47,220 (27,130) 56,802
Operating expenses 1,402 2,906 1,069 (362) 5,015
Depletion, depreciation and
amortization 716 1,711 574 - 3,001
Interest expense 35 469 295 (296) 503
Income tax expense 486 896 171 - 1,553
Net income 2,292 3,136 76 (219) 5,285
Total assets 19,874 43,600 24,792 (11,915) 76,351
Capital expenditures 1,401 2,265 1,017 - 4,683

The Group’s international sales to third parties include sales in Switzerland of $12,976 million, $10,325
million, $38,710 million and $26,208 million for the three months ended September 30, 2010 and 2009 and
for the nine months ended September 30, 2010 and 2009, respectively. The Group’s international sales to
third parties include sales in the USA of $1,963 million, $1,949 million, $6,043 million and $5,697 million
for the three months ended September 30, 2010 and 2009 and for the nine months ended September 30, 2010
and 2009, respectively. These amounts are attributed to individual countries based on the jurisdiction of
subsidiaries making the sale.

Note 20.Subsequent events

In accordance with the requirements of ASC No. 855, “Subsequent events,” the Group evaluated subsequent
events through the date the financial statements were available to be issued. Therefore subsequent events
were evaluated by the Group up to November 29, 2010.

In November 2010, a Group company issued two tranches of non-convertible bonds totaling $1.0 billion
with a coupon yield of 6.125% and maturity in 2020. The first tranche totaling $800 million was placed at a
price of 99.081% of the bond’s face value with the resulting yield to maturity of 6.25%. The second tranche
totaling $200 million was placed at a price of 102.44% of the bond’s face value with the resulting yield to
maturity of 5.80%. These tranches have a half year coupon period.
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