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TEAM UNITY, WHICH OUR PEOPLE,

IRRESPECTIVE OF THEIR AGE OR

POSITION, FEEL IN PURSUE OF SHARED

OBJECTIVE — CREATION OF THE MOST

SUCCESSFUL AND EFFICIENT OIL COMPANY

IN NORTH-EASTERN EUROPE - HAS

BECOME THE DRIVING FORCE OF SUCCESS.




BELIEFS

INTEGRITY

Integrity must not be compromised. Honest relationships and trust are essential for long-term business suc
cess. We deal fairly in all our business relations, and with each other. Management will deal with employees
honestly and impartially. Deceit, dishonesty, and intentional acts that cause harm to the company or other
employees will not be tolerated.

CUSTOMERS

Customers are the essence of our business. Customers are all parties with whom the Company deals. We work
to satisfy our customers’ requirements and anticipate their expectations. To succeed, we must work with our
customers to help make them winners, too. All employees share a responsibility to satisfy our customers.

EMPLOYEES

People are the company’s most valuable resource. Employees possess immense powers of innovation, imagi-
nation, skill and a desire to accomplish something of significance. Working as a team enables all of us to realize
our full potential.

COMMUNITIES

Company recognizes and enthusiastically accepts the responsibility to the communities in which it conducts
business and commits to protecting the public, the environment and our natural resources by operating in a
safe, reliable manner.

EFFICIENCY

Efficiency means the difference between success and failure. We will relentlessly pursue a more efficient way to
do everything we undertake. Waste, loss, and unnecessary expense must be identified and reduced.

SAFETY

The safety of the workplace, including the health and welfare of all employees, customers, and visitors is the
first consideration of each and every employee of the Company. There shall be no compromise in any decision
where safety is a concern.

INNOVATION AND CHANGE

Without change, there is no progress. It is essential to seek progress and innovation throughout our company
for the opportunities and rewards it offers the company, our employees and the people of Lithuania.

FINANCIALLY FOCUSED AT
ALL LEVELS AND ACROSS
ALL FUNCTIONS IN ORDER
TO BE OPTIMALLY PROFIT-
ABLE AS GUIDED BY CUR-
RENT ACCURATE FINANCIAL
TRACKING AND ANALYSES
WITH ATTENTION GIVEN TO
REVENUE INCREASES AND
(OST REDUCTION MEAS-
URES INVOLVING EVERY DE-
PARTMENT;

OPERATIONALLY  OPTI-
MIZED TO SUPPORT ALL FI-
NANCIAL OBJECTIVES AND
TO PROVIDE THE CORRECT
PLATFORM FOR FUTURE
IMPROVEMENTS;
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MAZEIKIU NAFTA HAS CRAFTED STRATEGIC OBJECTIVES TO SUMMARIZE ITS INTENTIONS AND FOCUS ITS

EFFORTS. THE ENTIRE SYSTEM THAT IS THE REFINERY, TERMINAL, PIPELINE AND MARKETING WILL BE:

345

MECHANICALLY ~ RELIABLE
IN' A MANNER SUFFICIENT
TO SUPPORT ALL FINANCIAL
OBJECTIVES INCLUDING BE-
ING SUFFICIENTLY AND COST
EFFECTIVELY ~ MAINTAINED
IN'A MANNER WHICH PRO-
MOTES CONTINUED RELI-
ABILITY AT THE OPTIMUM
(0STS;

MARKETING FOCUSED WITH
A KEEN AWARENESS AND
AN INFORMED ~ RESPON-
SIVENESS TO CHANGING
DEMAND AND DRIVEN TO
INCREASE MARKET SHARE;

OPTIMALLY  FUNCTIONAL
AS AN ORGANIZATION SUCH
THAT THE BEST USE WILL BE
MADE OF THE AVAILABLE
TALENT AND PERSONNEL
WHILE AT THE SAME TIME
RECOGNIZING AND AD-
DRESSING  SHORTCOMINGS
IN OUR BUSINESS MODEL
WHEREVER THEY EXIST AND
(ONSEQUENTLY  DEVELOP-
ING AND EXECUTING A WELL
(ONSIDERED PLAN

REPORT OF INDEPENDENT PUBLIC ACCOUNTAN
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THE MOST SUCCESSFUL
YEAR IN THE COMPANY’S

HISTORY

We can firmly state that the year 2004 has been
the most successful year in the history of AB Maz-
eikiu Nafta.

Stable supply of crude oil and exceptionally high
refining margins in 2004 became a powerful in-
ducement to the outstanding success. Efficient
management of the Company, effective planning
of its operations, optimum utilization of the Com-
pany’s capacities and stable deliveries allowed
immediately responding to the changing market
environment.

Approval of AB Mazeikiu Nafta Management Plans
and further Modernization Program forecasting
the investments of 400 million US dollars was the
major accomplishment of the last year and laid the
foundation of the Company’s success in future.

NERIJUS EIDU KEV|C|US, Chairman of the Board of AB Mazeikiu Nafta

The effective performance of the entire System
consisting of the Refinery, Terminal, Pipelines and
Trading House made a positive contribution to the
results of AB Mazeikiu Nafta. In addition, strict fi-
nancial control and analysis aimed at revenue in-
crease and cost reduction definitely brought a con-
siderable benefit. Besides, the Company achieved
good results in improvement of operation process-
es, implementation of the right marketing strategy
and efficient management of its human resources.
In 2004 a special attention was focused on invest-
ment projects intended for ensuring the compli-
ance of petroleum products with the EU clean fuel
requirements and air emission standards. There-
fore the Company was able to better satisfy the
demand of the local as well as export markets.
Today we are sure that the main objectives of the
Company were achieved in 2004, and the results
are beyond expectations. AB Mazeikiu Nafta will
further pursue the goal of ensuring effective and
efficient performance by looking for possibilities of
diversifying crude oil supplies, continuing Modern-
ization Program, and improving its management
system followed by another successful year 2005.

2004 ‘annua\ report

MAZEIKIU NAFTA

AB




THE COMPANY
EMPLOYEES ARE THE
MOST IMPORTANT ASSET
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The Company employees were and still remain
the most important asset of AB Mazeikiu Nafta.
Diligent and conscientious work of the Company
management and employees was one of the fun-
damental factors in AB Mazeikiu Nafta" success.
It is not only the introduction of state-of-the-art
technologies into the oil refining process, or the
efficiency of management strategy. Team unity
which our people, irrespective of their age or posi-
tion, feel in pursue of the shared objective — estab-
lishing the company as the most successful and ef-
ficient oil company in North-Eastern Europe — has
become the driving force of success.

PAUL NELSON ENGUSH, General Director of AB Mazeikiu Nafta

This report testifies that we are on the right track
inasmuch as the results for the previous year were
beyond expectations of more than one financial
analyst having spoken about more modest fore-
casts. Therefore we can definitely state that the
existing circumstances gave positive effect and are
favorable for further success of our business.
Successfully completed job encourages taking
upon us other new tasks for accomplishment of
which the intensive work and sense of vigour will
be necessary. This is our business cycle. And we are
addressing such tasks by looking into the future
with great optimism.

Our employees offer numerous innovations, are
inventive, having mastered professional skills and
being desirous of performing a really useful job.
Therefore, working as a team, we can realize our true
potential and pursue the goal of securing strong po-
sition of AB Mazeikiu Nafta in the market.
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LGN A N D SHARES

AB Mazeikiu nafta authorized capital SHAREHOLDERS

makes up 707 454 130 LTL. It is divided into

707 454 130 ordinary registered shares, As of December 31,2004, the number of shareholders of the
the nominal value of a single share being Company amounted to 2050.

1 Litas. All shares are uncertificated and
paid up. Since December 31, 2005 the ac-
counting of shares issued by the Company
is performed by Business Operations and SHAREHOLDERS OF AB MAZEIKIU NAFTA:
Securities Accounting Department of JSC

Vilniaus Bankas. m Yukos Finance B.V.
m The State represented by the Ministry of Economy of the
n AB Mazeikiu nafta shares are on the cur- Republic of Lithuania
rent list of Vilnius Stock Exchange (herein- m Other domestic and foreign private persons and legal entities

after — the Exchange), at www.nse.lt

ISSUE DATA

Security code (abbreviation) 11555 (MAZN)

ISIN code LT0000115552
. Security name, type, class Mazeikiu Nafta PVA
§ Issuer’s name AB Mazeikiu Nafta
é Nominal value, LTL 1.00
- [ssue size, units 707 454130
% Nominal value of all securities issued, LTL 707 454130
= The first trade date 05/02/1996
% Trade list Current
§ Allshates have equal rights. One share gives a shareholder one vote atthe reeting of shareholders.




SHARE PRICE HISTORY

31157

2003-01-01  2003-03-31 102 074 100 2591 2003-03-31 1890612 1712464 087 550545 478232 721603213
2003-04-01  2003-06-30 1,68 1,02 168 367488 0 11068 2003-0630 2406928 3327528 123 8560482 10498352 1188522938
2003-07-01  2003-09-30 275 1,65 244 4937154 1238 92835 2003-0930 2730367 5788685 181 1457745 2637360 1726188077
20031001 2003-12-31 265 196 220 1153791 0 77153 20031231 2542589 5485464 212 545297 1155195 1556399086
2004-01-01  2004-03-31 285 220 285 13058857 0 118237 2004-03-31 8652494 21053638 2472181224 5386122 2016244271
2004-04-01  2004-06-30 330 263 280 796487 0 16973 2004-06-30 2256189 6715465 300 834789 2517537 1980871564
2004-07-01  2004-09-30 3,05 2,60 300 1097455 0 53903 2004-09-30 2108465 6168409 294 1218793 3579598 2122362390
200410-01 20041231 440 302 438 642869 3437 6035 20041231 2429062 9070323 380 490737 1865570 3098649089
DEALING IN AB MAZIKIU NAFTA SHARES ON VILNIUS STOCK EXCHANGE
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2004-01-02
2004-01-16
2004-01-30
2004-02-13
2004-03-01
2004-03-16
2004-03-30
2004-04-14
2004-04-28
2004-05-13
2004-05-27
2004-06-10
2004-06-25
2004-07-12
2004-07-26
2004-08-09
2004-08-23
2004-09-06
2004-09-20
2004-10-04
2004-10-18
2004-11-02
2004-11-16
2004-11-30
2004-12-14
2004-12-28

Date

MARKET PRICE INDICATORS

2000 2001 2002 2003 2004

(apitalization (LTL) 554754 560,00 416 065 920,00 495 217 891,00 1556 399 086, 00 3098 649 089, 00
Profit per Share (LTL) -0,17 -0,26 -0,17 0,31 1,02
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To VILNITUS

EXCHANGE

2005

2005-04-21 AB Mazeikiu nafta: Re: Approval of the new draft distribution of AB Mazeikiu Nafta profit for the financial year 2004
2005-03-25 AB Mazeikiu Nafta: Re: Approval of the Draft Profit and Loss Account of AB Mazeikiu Nafta for the Financial Year 2004
2005-03-25 AB Mazeikiu Nafta: Convening of the General Meeting of Shareholders of AB Mazeikiu Nafta

2005-03-25 AB Mazeikiu Nafta: Re: Annual Financial Statements of AB Mazeikiu Nafta for 2004

2005-02-21 AB Mazeikiu Nafta: Re: Submission of the Annual Financial Reports of AB Mazeikiu Nafta for 2004

2005-02-21 AB Mazeikiu Nafta: Interim Operating Results of AB Mazeikiu Nafta for 2004

2005-01-28 AB Mazeikiu Nafta: Re: Estimated Operating Results of AB Mazeikiu Nafta for 2005

2005-01-18 AB Mazeikiu Nafta: Re: Increase in the Authorized Capital of AB Mazeikiu Nafta Subsidiary UAB Uotas

2005-01-18 AB Mazeikiu Nafta: Re: Acquisition of Shares of UAB Juodeikiu Nafta

2004

2004-11-05 AB Mazeikiu Nafta: Re: Exercise of the First Option under Investment Agreement of June 18, 2002

2004-10-29 AB Mazeikiu Nafta: Re: Submission of Financial Reports for the 9 Months of 2004

2004-10-29 AB Mazeikiu Nafta: Operating Results of AB Mazeikiu Nafta for the 9 Months of 2004

2004-07-29 AB Mazeikiu Nafta: Re: Submission of Financial Reports for the first half of 2004

2004-07-29 AB Mazeikiu Nafta: Operating Results of AB Mazeikiu Nafta for the first half of 2004

2004-04-30 AB Mazeikiu Nafta: Changes in the membership of the management bodies of AB Mazeikiu Nafta

2004-04-30 AB Mazeikiu Nafta: Resolutions of the Annual General Meeting of Shareholders of AB Mazeikiu Nafta, held on April 30, 2004
2004-04-30 AB Mazeikiu Nafta: Submission of Financial Reports for the first quarter of 2004

2004-04-30 AB Mazeikiu Nafta: Operating Results of AB Mazeikiu Nafta for the first quarter of 2004 (consolidated)

2004-04-20 AB Mazeikiu Nafta: Amendments to the Agenda of the Annual General Meeting of Shareholders of AB Mazeikiu Nafta, to be held on April 30, 2004
2004-03-26 AB Mazeikiu Nafta: Re: Annual Financial Statements of AB Mazeikiu Nafta for 2003

2004-03-26 AB Mazeikiu Nafta: Convening of the General Meeting of Shareholders of AB Mazeikiu Nafta

2004-02-27 AB Mazeikiu Nafta: Interim Operating Results of AB Mazeikiu Nafta for 2003

2004-02-27 AB Mazeikiu Nafta: Re: Submission of the Annual Financial Reports of AB Mazeikiu Nafta for 2003

2004-01-27 AB Mazeikiu Nafta: Re: Estimated Operating Results of the Company for 2003






Assets, MM LTL 24805 26349 24686 3.136,2

Owners’ equity per share, LTL

Return on equity, %

0 I |

Net profit, MM LTL Return on equity, %

Meanings of the indicators:

Net profitability, % - Net profit/Sales x 100

Return on equity, % - Net profit/ Corporate assets x 100
Return on assets, % - Net profit / Average owners’ equity x 100
Profit per share, LTL — Net profit /Number of paid shares

2000 2001 2002 2003 2004 2000 2001 2002

Owners’ equity per share, LTL



2000 2001 2002 2003 2004 2000 2001 2002 2003 2004 2000 2001 2002 2003 2004

Profit per share, LTL Assets, MM LTL Owners’ equity, MM LTL




MAJOR ACHIEVEMENTS OF 2004

The year 2004 has been
the most successful
year in the Company’s
history: net profit of
7219 million Litas
(261.1 million US dol-
lars) according to US
GAAP. The revenues of
the Company increased
by 44.7 percent — up to
7.6 billion Litas.

The value per share
increased from 2.20
Litas to 4.38 Litas.

The largest profit tax
in Lithuania’s history
will be paid for 2004.

n 2004 the Company
was able to ensure
optimum throughputs:
8.7 million tons of
crude oil were refined,
i.e. by 21 percent more
than in 2003.

The total amount of
the Company’s invest-
ments into the long-
term tangible and
intangible assets in
2004 comprised 80.5
million Litas, out of
which 20.8 million Li-
tas were spent for the
projects within Mod-
ernization Programs.
The projects were
mainly intended for
ensuring the compli-
ance with the EU clean
fuel requirements and
air emission  stand-
ards.



OBJECTIVES FOR 2005

Forecasted throughput at the
Refinery in 2005 is 9.5 millions
tons of feedstock.

n 2005 the Company will con-
tinue implementation of its
Modernization Program for
whichtheinvestmentsamount-
ing to 292.0 million Litas have
been provided for in the Invest-
ment Budget. The Investment
Budget also provides for 129.0
million Litas to support the
sales network development
project and 84.0 million Litas of
sustaining capital.

The Company’s target sales vol-
ume for the year 2005 amounts
to 8.2 billion Litas.

243.7

MM LTL

The anticipated net profit for
the year 2005, in consideration
of the world market forecasts,
is 243.7 million Litas
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SALES BOOSTED BY EXTREMELY-HIGH PRICES ON
WORLD MARKET

In 2004 oil companies considerably improved
profitability indicators due to rather high prices
of crude oil and petroleum products on the world
markets. AB Mazeikiu Nafta enjoyed the same situ-
ation withits successful results of 2004 conditioned
by the notable increase in oil refining margins.
The core reasons for this situation in the world
oil market of 2004 were as follows: the spike in
oil prices at the beginning of the year caused by
OPEC delay in increasing crude oil production to
maintain oil prices at the higher level (28 USD/bbl),
accompanied by the fall in exchange rate of US
dollar against other currencies; economic growth
in China (in the first quarter of 2004 oil demand in
Chinaincreased almost by 36 percent, as compared
with the same period of the previous year, i.e. up to
30.14 million tons); and the increasing petroleum
products demand in the USA, Europe and India
which provoked WTI (major crude in the USA) price
jump up to 40-50 USD/bbl.

REVIEW

INCREASE IN OIL REFINING MARGINS

The increase in prices for crude oil and petroleum
products was influenced by severe winter in the USA,
riots in Iraq and Nigeria and the lack of refining ca-
pacities worldwide. For these reasons, at the begin-
ning of the year the demand for and prices of petro-
leum products grew much faster than crude oil price,
which caused the increase in oil refining margins be-
ing extremely favorable to oil refiners, including AB
Mazeikiu Nafta. E.g., Urals 5-2-2-1 oil refining margin
amounted to 102.65 USD/t in May 2004, while in Oc-
tober 2004 it made up 117.14 USD/t.

Effective performance of the Company’s crude oil
purchasing, waterborne sales, production, logistics
divisions and UAB Mazeikiu Nafta Trading House
became a powerful inducement to the positive
business results of the Company for the year 2004.
The Company continued increase of petroleum
products sales in the target markets and export to
Western Europe.

Approximately 370 companies (about 830 petrole-
um stations) engaged in petroleum product sales,
one oil refining and transportation company (AB
Mazeikiu Nafta), one oil product transshipment
terminal (AB Klaipedos Nafta), four local oil-pro-
duction enterprises operated in Lithuanian oil sec-
torin 2004.

Demand for petroleum products was satisfied in
full in 2004. About 2.5 million tons of petroleum
products were consumed on the Lithuanian mar-
ket, 88 percent of which accounted for products of
AB Mazeikiu Nafta, while the remaining part was
imported.

SUCCESSFUL FOREIGN TRADE

Mazeikiu Nafta Trading House, the subsidiary of
AB Mazeikiu Nafta, has successfully continued its
activity on strategic markets.

Sales increase in Latvia and Estonia last year wit-
ness the growing recognition of AB Mazeikiu Nafta
petroleum products on these markets. Such dy-
namic sales were conditioned by sales policy im-
plemented by Mazeikiu Nafta Trading House.

In Poland Mazeikiu Nafta products successfully
competed with cheaper Byelorussian products.
Meanwhile sales of AB Mazeikiu Nafta products in
the Ukraine grew as a result of cooperation agree-
ments signed with local traders selling high-qual-
ity fuel.

Sales of products to Western Europe, the USA and
other countries via Klaipeda port amounted to 4.7
million tons, i.e. by 27 percent more than in 2003.

SALES OF PETROLEUM PRODUCTS IN 2004, PER CENT.




THROUGHPUTS INCREASED BY 21 PERCENT

The Company was able to ensure the optimum
throughputs in the year 2004. Last year 8.7 mil-
lion tons of crude oil were processed, which is by
21.0 percent more than in 2003. Daily throughput
reached 27.6 thousand tons last year. Throughout
2004 the Company transshipped 7.2 million tons of
crude oil through Biitingé Terminal, which is by 32.4
percent less than during the previous year. The re-
duction in volumes transshipped through Butinge
Terminal was due to the increased competition
among the Baltic ports, especially with the new
port of Primorsk receiving the most of the Russian
crude oil. The transportation volumes via Birzai
Pipelines decreased by 4.3 percent if compared to
the previous year, and were 19.7 million tons.

Lithuania

OIL REFINING AND TRANSPORTATION (THOUS. TONS)

Main Indicators 2003 2004 Variation, %
Crude oil and other feedstock refined 7179 8687 21,0
Quantity produced 6610 8046 21,7

Gasoline

Diesel fuel
Fuel oil
Aviation kerosene
Liquified gases
Other products
Transported via pipelines 20559

19381 517

To Ventspils — diesel fuel

To oil refinery — oil

To Butinge Terminal — oil

Latvia Poland Western Europe

2003 2004 | 2003

2004 | 2003 2004 | 2003 2004 | 2003

USA Other countries

2004 | 2003 2004

Gasolines (98, 95,92) 3722 331,8 | 3098 2619 | 234 2261 | 233 1076 | 2043 2169 | 7806 11411 | 858 1615

Liquified petroleum gas | 1776 2164 09 W4 | - - |
Jet fuel Jet AT 59 a1 | 819 ms6 | 34 7

Diesel fuel 6356 6519 | 1027 a1 | 754 1657 | 742 2057 | 13581 15710
, 57
Bitumens 11072 93 B9
,

Fuel oil 236 206,6

1540,5 16081 | 503,19

- - - oa [ ues
Other products 21 sijom o | - - | - - | - -

59534 | 3323 4274 | 3004 5463 | 28622

3323 39,7

a1 | 199 1799



ENVIRONMENTAL PROTECTION

The Company makes large investments into en-
vironmental protection measures, cooperates
with Lithuanian and international companies in
development of environmental programs and is
committed to compliance with all environmental
requirements. Internationally recognized organi-
zations conducted an environmental audit of the
Company in compliance with Lithuanian and in-
ternational environmental requirements and re-
ported positive results on environmental situation
of the Company.

The Board of AB Mazeikiu Nafta approved Manage-
ment Plans on October 15, 2004. The main part of
these Plans is Modernization Program forecasting
the investments of approximately 400 million US
dollars. Upon implementation of the Program, all
fuels produced by the Company would, by 2009,
meet the upcoming EU quality standards.

In 2004 the Company continued its activities under
Modernization Program which were started on 2003.
The projects of Modernization Phase 2 were started.
The total amount of the Company’s investments into
the long-term tangible and intangible assets in 2004
comprised 80.5 million Litas, out of which 20.8 million
Litas were spent for the projects within Modernization
Programs. The projects were mainly intended for en-
suring the compliance with the EU clean fuel require-
ments and air emission standards.

One of the major process-associated in 2004 was
increase of the crude oil distillation column capacity
which allows the Company achieving the refining
capacities from the former 8 million tons up to 10
million tons within the period of one year. The total
value of this project amounted to 5.4 million Litas.

OIL REFINING

The Refinery has introduced the advanced monitor-
ing system. Environment specialists, using modern
devices, perform monitoring of emissions both
in-plant and outside the territory of the Company.
Implementation of technical and organizational
measures resulted in reduction of water and air
pollution level in recent years.

In2004 the Company completed the upgrade of stor-
age tanks for light petroleum products in conform-

ity with European Union requirements. To meet the
new requirements all storage tanks were equipped
with floating roofs, double roof seals and painted in
light paint with sufficient light refraction index. The
above measures allow reduction of hydrocarbons
emissions into the atmosphere due to evaporation.
In 2004 the on-spot loading rack was commis-
sioned by the Company and now used for loading
of all light petroleum products onto rail tank-cars.
The purpose of the installations is reduction of hy-
drocarbon emissions during loading.

In March 2004 an oil sludge processing plant start-
ed its operation at full capacity. Tank farm upgrade,
started in 2000, will be continued in 2005.

Under requirements of EU Directive 96/61/EC and
based on Best Available Techniques Reference
Document on oil refining the Refinery has received
the integrated pollution prevention and control
permission (IPPC) for 2005—-2006.

The Company is planning to build Fluid Catalytic
(racker Gasoline Selective Hydrotreatment Unit by
the end of 2006. The unit will enable the Company to
meet the EU “clean fuel” requirements effective from
2009. Currently AB Mazeikiu Nafta and the general
contractor Foster Wheeler Iberia S.A., a subsidiary of
Foster Wheeler Ltd., are in the process of coordinating
the unit design, and the contract value will amount to
43 million US dollars (112.2 million Litas).

BUTINGE TERMINAL

Butinge Terminal applies advanced technologies,
including leak detection system. Based on envi-
ronmental impact assessment studies made by
international organizations and Lithuanian scien-
tists a strict environmental monitoring program
has been approved. The program is executed on a
regular basis with monitoring results made avail-
able to the public.

The Terminal is serviced by two vessels carrying
onboard modern equipment for prompt localiza-
tion and collection of crude oil from the sea surface
in case of oil spill. In addition the rescue vessel Sa-
kiai based in the sea port of Klaipeda is available
under a separate service agreement.

The Terminal’s personnel conduct and participate in
reqular oil spill prevention and response exercises.




PIPELINE SYSTEM

AB Mazeikiu Nafta operates a system of oil and oil
product pipelines with the total length approxi-
mating 500 km. The pipeline system is main-
tained the well-equipped maintenance service
furnished with heavy-duty machinery, portable
pumps, excavators, bulldozers, equipment for
localizing, collecting and containing oil as well
as helicopters. Pipeline inspection is performed
on a regular basis: pipeline dents, internal and
external corrosion deposit, mechanical damages
are detected, and the quality of transverse joints
is assessed. In case of any abnormities such are
promptly repaired.

TESTS ASSURE QUALITY

The main activities of analysis and certification
of the Company’s products are performed by the
Quality Analysis Center of AB Mazeikiu Nafta. The
Center is responsible for obtaining and providing
reliable analytical information on the quality of
petroleum products, and consists of the Light Pe-
troleum Product Laboratory, Laboratory of LPG,
sulphur and Heavy Petroleum Products, Labora-
tory of Testing and Feedstock Primary Control,
Laboratory of Steam, Water and Air, and Servic-
ing Section.

The Quality Analysis Center employs only highly
qualified specialists using the modern and ad-
vanced equipment for determination of crude oil
and petroleum product quality. The quality system
complies with ISO/IEC 17025 requirements.

The Quality Analysis Center has been successfully
participating in proficiency testing programsin the
Netherlands and France since 2000.

High performance standards of the Center are
known to and appreciated by colleagues from
other laboratories as well as by its customers. In
2004 it was awarded three “Certificates of Excel-
lence” by the Institute for Interlaboratory Studies,
the Netherlands.

The Quality Analysis Center of AB Mazeikiu Nafta
has joined the International Measurement Evalua-
tion Programme (IMEP) launched by the European
Commission Joint Research Centre Institute for
Reference Materials and Measurements, Belgium.

UAB MAZEIKIU NAFTA TRADING HOUSE

In 2004 Mazeikiu Nafta Trading House continued strengthening its positions in the markets:
« By developing and effectively integrating the infrastructure of production supply to the
market in order to move on to more close and direct cooperation with the end
users. Currently the petroleum products are offered to the clients by 5 termi-
nalsin Lithuania, 2 terminals in Latvia, 3 terminals in Estonia and 3 terminals
in Poland;
« By preparing the sales support plan on different markets of Mazeikiu Naf-
ta Trading House’s operation by increasing loyalty for Mazeikiu Nafta
products and improving potential efficiency of Mazeikiu Nafta Trading
House sales through images of reliable supplier and business partner;
« By organizing efficient structure of distribution of special products uti-
lizing opportunities of the most efficient customers servicing in diffe-
rent countries of Mazeikiu Nafta Trading House’s operation.

| B
UAB Mazeikiu nafta trading house
acting general director Grazvydas Bajoras

AB VENTUS-NAFTA

The year 2004 was a milestone in the history of AB Ventus-Nafta when the company-
owned gas filling stations started operating under a single brand VENTUS. Exterior
and interior changes of gas filling stations added touch of a new, modern and at-
tractive style. Measures were implemented to ensure and improve compliance with
security, environmental and customers servicing standards. The company changed

the management system of the company and upgraded the card sale system.
Shops received a new separate brand VENTUS PLUS, and organizes special
sales promotion activities, offers wide range of goods and services, in-

cluding fast and hot food.

In 2005 Ventus-Nafta is planning to further improve its team, ex-
pand gas filling station network by building new stations, in-
troduce new services, and expand card sale system locally and
abroad. The attention will be focused on promoting sales and
loyalty of clients.

AB Ventus-nafta
general director Laimonas LukoCius
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Deputy General Director of
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Deputy General Director Process Engineering and
| Head of Internal Audit Department of Plant Engineering Head of Legal Department (apital Integration
~|  Valdas Laurinavicius Barton Lee Luck Giedrius Raudys Albertas Gimbutas
% Deputy General Director Chief Financial Officer Director of Pipeline and Director of Human Resources
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Charles George Losasso

Executive Office Director
Jovita Kacerauskiené

General Director
Paul Nelson English

Deputy General Director for

Deputy General Director Logistics of Crude Oil and
Director of Procurement of Refining Petroleum Products
Dalia Poliakaité Viktoras Vasilavicius Redas Kristanavicius
Director of Strategic Economic Head of Communications Department
and Planning Giedrius Karsokas
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LARGEST EMPLOYER [N THE

DEVELOPMENT OF EMPLOYEE CERTIFICATION PROGRAM
INITIATION OF EMPLOYEES"WORKPLACE RISK ASSESSMENT

DETECTION OF POTENTIALLY EXPLOSIVE AREAS OF THE HYDROGEN PLANT

TRAINING OF SPECIALISTS ACCORDING TO ATEX DIRECTIVES AND HAZOP METHODS

DEVELOPMENT OF THE FIRE SAFETY IMPROVEMENT PROGRAM FORTHE PERIOD UPT0 2010




TEAM OF PROFESSIONALS — STIMULUS FOR SUCCESS

AB Mazeikiu Nafta is the largest employer in the re-
gion; therefore constant efforts are made to retain
trust in the Company. OQutstanding performance of
employees create positive corporate image, thus
the Business Development Strategy of AB Mazeikiu
Nafta focuses on its personnel, their qualification,
loyalty and motivation.

At present the Company employs over 3.4 thou-
sand people, whose diligent work contributes to
the Company’s success. Young (average age — 39
years) and aggressive professionals are part of the
team of the Company. AB Mazeikiu Nafta offers not
only good salaries (a fixed and a variable part of
the wages, bonuses, employee insurance, etc.), but
also an interesting job, freedom of expression and
improvement possibilities, good work relations
with the management and colleagues.

Average wages in the Company increased by 4.8
percent during 2004. Total payroll expenditures
for the above mentioned period exceeded payroll
expenditures in 2003 by 1.7 million Litas. At the
end of 2004 the Company employees received one-
time annual company bonuses.

CONTINUQUS IMPROVEMENT OF KNOWLEDGE

The Learning and Development Center of the Com-
pany in cooperation with national educational
institutions organizes professional training for the
employees. They are granted an opportunity of on-
site studies during courses and seminars.

In 2004 AB Mazeikiu Nafta continued its leadership
development program “Create the Future Togeth-
er”. This time the program was specially designat-
ed for senior operators of production departments

and shift supervisors. As many as 96 employees
successfully participated in this session. Qutside
lecturers and managers of AB Mazeikiu Nafta were
involved in the program.

In autumn of 2004 the Company conducted intro-
ductory seminar “Ethics in Life and Business” with
participation of Lithuanian and European experts
on business ethics. The Company also conducted
the English language courses “English for Mazeikiu
Nafta Professionals — 2004” where over 90 em-
ployees improved their foreign language skills. All
the above programs and courses will be continued
in 2005.

AB MAZEIKIU NAFTA TAKES CARE OF EMPLOYEES'
HEALTH

The Medical Center established at AB Mazeikiu
Nafta to improve health and enhance perform-
ance of employees is licensed to train employees
to provide first aid, to educate on hygiene and to
issue the Certificate in Healthcare to those having
attended the courses. Over 250 people attended
and successfully completed these courses in 2004
In addition, the Medical Center provides healthcare
services by an ophthalmologist, an otolaryngolo-
gist, a neurologist, a psychiatrist, a general practi-
tioner, a gynecologist, and a dentist. Employees of
Mazeikiu Nafta are provided dental services at the
Company’s expense under agreements signed with
various dental clinics in Lithuania. Women working
with the Company are provided opportunity to un-
dergo cytological and morphological examinations
for early precancerous and cancer detection.

GUARANTEES SECURE THE FUTURE

Rights and obligations of and guarantees for the
Company’s employees are expressly defined in the
Collective Bargaining Agreement, the principal
internal document between the administration of

the Company representing the employer and the
Trade Union representing employees.

On March 19, 2004 General Director of AB Mazeikiu
Nafta P. Nelson English and Chairperson of the
Trade Union Virginija Vilimiene authorized by the
Trade Unions signed the new Collective Bargain-
ing Agreement. The draft of Collective Bargaining
Agreement for 2004-2005 prepared by bilateral
commission consisting of the administration of the
Company and the joint representative team of the
trade unions of AB Mazeikiu Nafta and AB Nafto-
tiekis was approved by the conference of the Com-
pany employees. The new Collective Bargaining
Agreement reflects current situation, willingness
of the administration and the Trade Unions to con-
tinue commitments under previous agreements
and to strengthen partnership.

This document governs key relations between the
employer and the employees including conclusion,
amendment and termination of employment con-
tracts, compensation conditions, labor manage-
ment, and vacations granting procedure.

The Collective Bargaining Agreement provides for
various social guarantees for the Company em-
ployees.

The administration of the Company makes efforts
to arrange discounts to Mazeikiu Nafta employees
for fuel and other goods at local gas stations, stores
and service companies.

OCCUPATIONAL SAFETY

In conformity with the US OSHA Standards, the sta-
tistical indicator on accidents per 100 employees of
the Company did not reach 0.49 in 2004, mean-
while the general processing industry enterprise
employees and accident ratio reaches as far as 2.50
(per hundred employees) as per OSHA.

ACCIDENTS

In 2004 19 accidents occurred, including 4 (1 se-
vere, 3 minor) accidents on the way to work and
on the way home; 15 (1 severe, 14 minor) at work.
From the total number of accidents 8 were occupa-
tional accidents and accidents caused by employ-
ees’ negligence.
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TRADITIONS

TRADITIONAL VALUES — SIGN OF STRENGTH

The Company employees are willing to take part
in traditional events with their children and fam-
ily members. The Company Tourists’ Gatherings,
events arranged for employees’ children, various
sporting events are especially popular. Tradi-
tional events provide for a perfect opportunity to
strengthen mutual relations and create positive
work environment.

OLD-TIMERS CHERISH TRADITIONS

AB Mazeikiu Nafta is proud of the long-term tra-
dition to honor employees having worked with
the Company for twenty years. Every year the
Company management arranges a celebration for
old-timers, gives them souvenirs and expresses
appreciation for the work.

TOURISTS' GATHERINGS — MOST CHEERFUL EVENT

The 25th Tourists’ Gathering — one of the oldest and
most cheerful traditional festivities for the Com-
pany employees — will take place in 2005. Sporting
events, cooking competitions, amateur perform-
ances may be a good example of active outdoor
recreation. Following the far-back traditions of the
Tourists’ Gatherings, the Company employees have
no time for being bored: they compete in tug-of-
war, volleyball, amateur performances, camping,
glass balancing, etc. Each year alot of fun waits the
participants of the Gathering, requiring not only
the strength and smartness, but also a team spirit,
joint efforts and inventiveness.

SPORTING TRADITIONS AT AB MAZEIKIU NAFTA

Interdepartmental basketball, tennis, football,
volleyball tournaments annually held by the Com-
pany are still popular. Much attention is paid to
the younger generation — children attending bas-
ketball and football sections at Mazeikiai Sports
School are dressed in sportswear with Mazeikiu
Nafta logo.

Basketball fans enjoy Lithuanian Basketball League
(LKL) Championship “LKL — Mazeikiu Nafta Cup”.
The 12-th Lithuanian Basketball League (LKL) sea-
son will see nine best clubs of the country again
competing not only for the golden rings, but also
for the cup and a million Litas prize sponsored by
AB Mazeikiu Nafta.

Sportsmen supported by the Company gain victo-
ries not only in basketball. Lithuanian automobile
cross-country team Naftkartas sponsored by Maz-
eikiu Nafta repeated the 2003 year success — and
retained the champion title last year.



TEAM UNITY, WHICH OUR PEOPLE,

IRRESPECTIVE OF THEIR AGE OR

POSITION, FEEL IN PURSUE OF

SHARED OBJECTIVE — CREATION OF

THE MOST SUCCESSFUL AND

EFFICIENT OIL COMPANY IN NORTH-

EASTERN EUROPE — HAS BECOME

THE DRIVING FORCE OF SUCCESS.




CONTACTS

AB Mazeikiu Nafta

Juodeikiai, LT- 89467 Mazeikiai District, Lithuania
phone +37044392121

fax ~ +37044392525

e-mail post@nafta.lt

Mazeikiu Nafta Trading House
Jasinskiol6a, 01112, Vilnius, Lithuania
phone 43705252 64 50
fax 437052526452
e-mail trading.house@nafta.lt

Pipeline and Terminal Operations
Pasventupio road 21, LT-00309 Palanga
phone 437046396420

fax 437046396429

e-mail terminal@nafta.lt

www.nafta.lt
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AB MAZEIKIU NAFTA

Consolidated financial statements

Prepared in accordance with accounting principles
generally accepted in the United States of America
(expressed in Lithuanian Litas)

December 31,2004
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

PRICEAVATERHOUSE(COPERS

PricewaterhouseCoopers UAB

T. Sevéenkos 21

LT-03111 Vilnius

Lithuania

Telephone  +370 (5) 239 2300
Facsimile  +370 (5) 2392301
E-mail vilnius@It.pwc.com
www.pwc.com/It

Auditor’s report

To the Shareholders of Mazeikiy Nafta AB

1.

We have audited consolidated financial statements of MaZeikiy Nafta AB and its subsidiaries (“the Company”) as of December 31, 2004 and December 31, 2003 and for the years
then ended expressed in US Dollars, from which the accompanying consolidated financial statements expressed in Lithuanian Litas were derived. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assu-
rance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. On March 25, 2005 we issued independent auditor’s report on the finan-
cial statements, from which these consolidated financial statements expressed in Lithuanian Litas were derived, qualified with respect to the revaluation of property, plant and
equipment and including an emphasis of matter in respect of the current crude oil supply from Yukos.

In our opinion, the accompanying consolidated financial statements expressed in Lithuanian Litas were properly, in all material respects, derived from the consolidated financial
statements expressed in US Dollars following the principles described in the Note 2 Basis of Preparation Reporting and functional currencies, to the accompanying consolidated
financial statements expressed in Lithuanian Litas.

For a better understanding of the Company’s financial position, the results of its operations and cash flows for the year, management’s responsibilities in connection with the
financial statements and of the scope of our audit, these consolidated financial statements expressed in Lithuanian Litas should be read in conjunction with the consolidated
financial statements expressed in US Dollars, from which they were derived, and our report of independent auditor thereon.

Vilnius, Lithuania
March 25, 2005

0On behalf of PricewaterhouseCoopers UAB

Christopher C. Butler
Partner



(ONSOLIDATED BALANCE SHEETS

(Expressed in thousands of Lihuanian Litas, except as indicated)

December 31,
Notes 2004 2003

Assets
(ash and cash equivalents, net 4 516,805 297,379
Current portion of restricted cash 5 452,677 2,696
Trade accounts receivable, net 6 127,701 144,891
Accounts receivable from related parties, net 33 183,298 100,416
Inventories, net 7 491,979 324,262
Other current assets, net 8 34121 34,035
Current portion of deferred income tax asset, net 27 33 2,367
Total current assets 1,806,614 906,046
Non-current portion of restricted cash 5 28,399 65,503
Equity investees and long-term investments at cost, net 12 3,437 4,378
Property, plant and equipment, net 9 1,271,379 1,464,684
Intangible assets, net 10 12,197 7237
Non-current accounts receivable, net 1 14,138 20,652
Non-current portion of deferred income tax asset, net 7 - 66
Total assets 3,136,164 2,468,566
Liabilities and shareholders’ equity
Short-term debt and current portion of long-term debt 20 29,394 33,333
Current portion of capital lease liabilities 19 900 1,083
Trade accounts payable 15 345,450 82,184
Accounts payable to/advances received from related parties 33 190,491 415,218
Advances received 16 4,808 8,662
Taxes payable and accrued 17 246,685 90,539
Other current liabilities 18 26,530 33,620
Total current liabilities 844,258 664,639
Long-term debt, net of current maturities 20 1,180,046 1,313,754
(apital lease liabilities, net of current maturities 19 819 191
Subsidies 21 12,634 13,837
Non-current portion of deferred income tax liability 27 - 853
Total liabilities 2,037,757 1,994,994
Minority interest 1,739 2,502
Ordinary shares (707,454,130 authorized and issued at December 31,2004 and December 31, 2003; nominal value — LTL 1 per share) 707454 707454
Additional paid in capital 28 859,979 859,979
Revaluation reserve 437 437 -
Accumulated other comprehensive losses (211,052) (114,767) -
Accumulated surplus (deficit) 28 (260,150 (982,033) ?
Total shareholders' equity 1,096,668 471,070 :;
Commitments and contingent liabilities 31 - - E
Total liabilities and shareholders' equity 3,136,164 2,468,566 =

Mm@dn %/ -

f

Paul Nelson English Vita Petrosiené E
General Director Chief Financial Officer =

AB

The accompanying notes are an integral part of these consolidated financial statements




CONSOLIDATED STATEMENTS OF INCOME

(Expressed in thousands of Lihuanian Litas, except as indicated)

December 31,
Notes 2004 2003

Sales and other operating revenues* 22 7,663,481 5,297,215

Operating costs and other deductions

Cost of sales, excluding depreciation and amortization 23 (6,025,469) (4,431,972)
Selling and distribution expenses, excluding depreciation and amortization 24 (451,739) (295,774)
General and administrative expenses, excluding depreciation and amortization 25 (189,061) (180,502
Depreciation and amortization 26 (106,476) (98,909)

Total operating costs and other deductions (6,772,745) (5,007,157)

Other income (expenses)

Loss from equity affiliates (453) (312)
Interest income. 9,832 7500
Interest expense (74,050) (113,484)
Exchange gain, net 22,801 34,197
Write-down of long-term investments - (1,645)
Insurance compensation 51 nn2
QOtherincome (expenses), net 430 163
Total other expenses, net (41,389) (62,469)
Income before income tax and minority interest 849,347 227,589
Income tax
Currentincome tax expense (126,622) (9,340)
Deferred income tax benefit (expense) (1,565) 1,583
Total income tax expense, net 27 (128,187) (7.757)
Income before minority interest 721,160 219,832
Minority interest 723 1114
Net income 721,883 220,946

Earnings per share (LTL per share)

Basic 1.02 0.31
Diluted 0.88 0.29
Weighted-average shares outstanding (thousands of shares)

Basic 29 707,454 707,454
Diluted 29 820,517 755,459
* excludes excise taxes on sold refined oil products 903,813 810,817
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CONSOLIDATED STATEMENTS OF CASH FLOW

(Expressed in thousands of Lihuanian Litas, except as indicated)

December31,___
Notes 2004 2003
Operating activities
Netincome 721,883 220,946
Adjustments to reconcile net income to cash provided by operations:
Depreciation and amortization 26 106,476 98,909
Equity in losses of associates 453 312
Minority interest (723) (1,114)
Loss on sales and retirements of property, plant and equipment and intangible assets 2,906 3,236
Impairment of construction in progress and assets held for resale 28,571 1912
Write down of investments - 1,645
Discounting of long-term receivables (370) 1,11
Inventories allowance 16,258 -
Other 172 (199)
Changes in operating assets and liabilities:
Trade accounts receivable and accounts receivable from related parties (91,375) (11,034)
Inventories (216,637) (80,698)
Other current assets (14,181) 42916
Trade accounts payable and accounts payable to related parties 99,499 152,710
Taxes payable, advances and other current liabilities 163,474 8,011
Net cash generated from operating activities 816,062 438,663
Investing activities
Additions to property, plant and equipment and intangible assets (80,531) (286,556)
Proceeds from sales of property, plant and equipment 7512 2,05
Proceeds from sales of investments 644 -
Dividends received from associates and investees - M
Acquisition of minority shares in subsidiary 13 - (1,538)
Other 44 (94)
Net cash used for investing activities (72,331) (285922)
Financing activities
Net repayments of short-term debt (250) (48,316)
Repayments of long-term debt (30,612) (45,553)
Proceeds from long-term loans - 15,793
Principal payments of capital lease obligations (1,326) (1,438)
Change in long-term accounts receivable - 716
Distribution to minority - 8)

Net cash generated used for financing activities

Effect of foreign exchange on cash balances (79,240) (68,909)
Net change in cash and cash equivalents 632,303

(ash and cash equivalents at beginning of period 4 297,379 159,320
Change in restricted cash 5 (412,877) 133,033

Cash and cash equivalents at end of period 297,379

Supplemental cash flow information
Interest paid 73,166 118,829

Income tax paid 1,196 -

The accompanying notes are an integral part of these consolidated financial statements
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CONSOLIDATED STATEMENTS OF SHAREHOLDERSEQUITY AND OF COMPREHENSIVE INCOME

(Expressed in thousands of Lihuanian Litas, except as indicated)

Number of Accumulated
ordinary shares other Total
issued Additional paid Revaluation  comprehensive Accumulated — shareholders’
(thousand) ~ Ordinary shares in capital reserve losses  surplus (deficit) equity
Balance at December 31, 2002 707,454 707,454 342,484 437 (44,794) (685,484) 320,097
Reclassification of decrease in share capital (Note 28) - - 517,495 - - (517,495) -
Balance at December 31, 2002 as restated 707454 707454 859,979 (44,794) (1,202,979) 320,097
Netincome for the year - - - - - 220,946 220,946
Other comprehensive losses, net of tax - - - - (69,973) - (69,973)
Balance at December 31, 2003 l l 0 (114,767) (982,033) 471,070
Netincome for the year - - - - - 721,883 721,883
Other comprehensive losses, net of tax - - - - (96,285) - (96,285)

Balance at December 31, 2004 707,454 707,454 859,979 (211,052) (260,150) 1,096,668

Comprehensive income for the years ended December 31, 2004 and 2003 was as follows:

December 31,
2004 2003
Netincome 721,883 220,946
Other comprehensive losses, net of tax
Foreign currency translation adjustment (96,285) (70,008)
Unrealized gain on cash flow hedge - 35
Total comprehensive income 625,598 150,973
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Lithuanian Litas (tabular amounts in thousands))

Note 1: Nature of Business

Mazeikiy Nafta AB (hereinafter — the Company) was originally established in 1980 to refine crude oil and market refined oil products. In 1995, the Company was reorganized into a
public company following a partial privatization by the Company’s employees. In 1998, the Company merged with Batingés Nafta AB, an oil terminal operator, and Naftotiekis AB, a
pipeline operator. In 2002, the Company acquired 85 percent of the share capital of Uotas UAB, which included an 81 percent interest in Ventus Nafta AB. In 2003, the remaining 15
percent of share capital in Uotas UAB was acquired. Both companies are engaged in the refined oil products retail business. In May 2003, the Company established a wholly owned
subsidiary Mazeikiy Nafta Trading House UAB to act as a sales commissioner in Lithuania. Subsidiaries of Mazeikiy Nafta Trading House UAB are also engaged in wholesale of refined
oil products in Latvia, Estonia and Poland.

The Company’s two primary shareholders are Yukos Finance B.V. (part of YUKOS) with 53.7 percent and the Government of Lithuania with 40.7 percent of shares. The remaining shares
are widely held.

According to the Investment Agreement Yukos Finance B.V. provides management services to the Company.
Current situation at Yukos

During 2003 and 2004 the Russian tax authorities issued numerous tax claims against YUKOS in amounts in excess of USD 28 billion (equivalent LTL 71 billion as of December 31, 2004), in-
cluding penalties and interest for the years 2000 through 2003. YUKOS has been unable to successfully defend itself against these claims in the Russian court system and, accordingly, de-
mands for payment of these claims were presented to YUKOS by the tax authorities. To secure payment of these tax claims the tax authorities obtained a court ruling prohibiting YUKOS from
disposing or encumbering its assets and court bailiffs took control of certain YUKOS bank accounts and seized the shares of YUKOS" main production subsidiaries Yuganskneftegaz, Tomsk-
neftand Samaraneftegaz and announced their intention auction the shares of Yuganskneftegaz, YUKOS's main crude oil production subsidiary on December 19, 2004.

In an attempt to prevent the auction of Yuganskneftegaz by the Russian court bailiffs, management of YUKOS filed for protection under the bankruptcy laws in the United States of
America on December 14, 2004. On December 16, 2004 a US bankruptcy judge issued an injunction to block the auction of Yuganskneftegaz. Despite the injunction the auction was
held on December 19, 2004 as scheduled and Yuganskneftegaz was sold to a company for USD 9.35 billion (equivalent LTL 23.7 billion as of December 31, 2004). Subsequent to Decem-
ber 31,2004, the US bankruptcy judge ruled the United States of America was not the proper jurisdiction for the YUKOS bankruptcy.

The proceeds from the auction of Yuganskneftegaz were insufficient to cover YUKOS outstanding tax liabilities. The ruling of the US bankruptcy judge may encourage the Russian
authorities to continue with their efforts to collect the outstanding tax liabilities. Accordingly, additional assets of YUKOS, including the production subsidiaries Tomskneft and Sa-
marneftegaz may be auctioned off by the Russian authorities to repay the remaining tax liabilities of YUKOS.

As discussed in Note 33, the Company has entered into a crude oil supply agreement with YUKOS, although during 2004 its commitments under this agreement were transferred to its
subsidiary, 0AO Samaraneftegaz. The actions of the Russian tax authorities noted above had a clear impact on the ability of YUKOS Oil Company to supply crude oil to the Company
but through intermediaries 0AO Samaraneftegaz continues to be the major source of crude oil for the Company. Should the Russian authorities continue to auction off YUKOS' pro-
duction subsidiaries including 0AO Samaraneftegaz, there can be no assurance that the new owners would honor its commitment to supply crude oil, either directly or indirectly, to
the Company.

A ssignificant and lengthy disruption of crude oil supply would have material adverse affects on the Company’s financial position, results of operations and liquidity. Accordingly,
management of the Company has taken steps to ensure the continued supply of crude oil. These actions include:

- diversifying crude oil supply sources by signing annual crude oil supply agreements for 2005 with four separate oil traders for a total of approximately 8 million tones to be de-
livered to the refinery. Oil traders will supply crude oil principally from three major Russian oil producers — YUKOS, Rosneft (Yuganskneftegaz) and Rusneft;

-signing a new long term agreement with Vitol SA for the supply of 7 million tones of crude oil to Butinge Oil Terminal annually. The agreement is valid until December 31, 2009.
The Company also has an option to 2 million metric tones of crude oil for refinery operations annually.

Based on the actions taken above and its capital, financing and operating plans for 2005, management believe the Company will continue as a going concern.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Lithuanian Litas (tabular amounts in thousands))

Note 2: Basis of preparation

The financial statements are prepared in accordance with accounting principles generally accepted in the United States of America (US GAAP).

Management’s use of estimations. The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates
and assumptions that affect the amounts reported in the financial statements and footnotes thereto. Actual results may differ from those estimates.

Reporting and functional currencies. The functional currency of the Company is the US Dollar (USD) and function currencies of subsidiaries are official currencies of countries in
which they operate. These consolidated financial statements have been presented in Lithuanian Litas, the official currency of the Republic of Lithuania, in order to meet the require-
ments of the Vilnius Stock Exchange. The financial statements of the Company, prepared in US Dollars, were translated to reporting currency, Lithuanian Litas (LTL), by using period
end exchange rates for translation of assets and liabilities and appropriately weighted average exchange rates for period for translation of revenues, expenses, gains and losses.
Translation adjustments resulting from the process of translation the financial statements into the reporting currency are not included in determining net income for the period but
are disclosed and accumulated in the statement of other comprehensive income.

Currency controls. Until January 31, 2002 the exchange rate of the Lithuanian Litas (LTL) was fixed to the US Dollar (USD) at a rate of 4 LTL=1 USD. From February 1, 2002 Lithuania
repegged the Lithuanian Litas to the Euro.

Currency exchange rates. The following summarizes the end of period exchange rates of Lithuanian Litas (LTL) to US Dollar (USD) for the dates presented:

LTL per USD 2004 2003
December 31, 2.5345 2.7621
September 30, 2.8029 3.0133
June 30, 2.8375 3.0196
March 31, 2.8307 3.2287

Reclassification. Certain reclassifications have been made to previously reported balances to conform to the current year’s presentation; such reclassifications have no effect on net
income and shareholders’ equity.

Note 3: Significant accounting policies

Principles of consolidation and long-term investments. The consolidated financial statements include the operations of all entities in which the Company directly or indirectly
controls more than 50 percent of the voting stock. Significant joint ventures and investments in which the Company has voting ownership interest between 20 and 50 percent or ot-
herwise exercises significant influence are accounted for using the equity method and adjusted for estimated impairment. Long-term investments in other unquoted companies are
accounted for at cost and adjusted for estimated impairment.

Foreign currencies transactions and translation. Foreign currency transactions are accounted for at the exchange rates prevailing at the date of the transactions; gains and losses
resulting from the settlement of such transactions are recognised in the statement of income. Monetary assets and liabilities are translated at each reporting date using period end
exchange rates and non-monetary items are translated at historic exchange rates. Exchange difference from the use of these exchanges rates have been included as an exchange gain
or loss in the statement of income.

Statements of income and cash flows of subsidiaries are translated to the reporting currency by using appropriately weighted average exchange rates for period, and balance sheets
are translated by using period end exchange rates. Translation adjustments resulting from the process of translation the financial statements into the reporting currency are not in-
cluded in determining net income for the period but are disclosed and accumulated in the statement of other comprehensive income. On the disposal of a subsidiary accumulated
translation adjustments are recognized as gain (loss) on the disposal in the statement of income.

Cash and cash equivalents. Cash includes cash on hand and in bank and term deposits. The Company considers all liquid investments with an original maturity date of three months
or less to be cash equivalents.

Cash and cash equivalents exclude cash that is not available to the Company due to restrictions related to its use. Such amounts are segregated and disclosed as restricted cash.

Accounts receivable. Accounts receivable are presented at their respective face values, less any valuation allowances, as appropriate, and include value-added taxes which are pa-
yable to tax authorities upon collection of such receivables. Bad debts are written off during the year in which they are identified as not recoverable.

2004 Jannual report

Inventories. Inventories are recorded at the lower of cost and net realizable value. Cost is determined on a FIFO (first-in, first-out) basis. Costs capitalized to inventory include, but
not limited to, cost of raw materials, direct production costs (direct material and direct labor), overhead costs for work in progress and finished goods. Net realisable value is the es-
timate of the selling price in the ordinary course of business less selling expenses.

Spare parts for machinery and equipment are included within inventories although due to their nature not all of them are expected to be utilized within one year period.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Lithuanian Litas (tabular amounts in thousands))

Property, plant and equipment. Property and equipment is stated at indexed cost less indexed accumulated depreciation through December 31, 1995 and at cost less accumulated
depreciation since that date. Depreciation is calculated on the straight-line method over estimated useful life of the asset, except for catalysts which are depreciated using the unit of
output method. The useful lives for different tangible assets groups are as follows:

Useful life (in years)

Machinery and equipment:

Structures 20-70

Other machinery and equipment 2-35
Buildings:

Concrete and brick buildings 40-90

Other buildings 10-20
Other tangible assets:

Petrol stations and related equipment 7-20

Other 2-32

In accordance with resolutions of the Government of Lithuania, tangible assets have been revalued/indexed four times prior to December 31, 1995 and, as a result, are neither stated
at historical cost less accumulated depreciation nor accounted for using the provisions of SFAS 52, Foreign Currency Translation concerning hyper-inflationary accounting, as required
by US GAAP. The initial cumulative effect of indexations performed amounting to LTL 460,358 thousand was originally accounted for as a revaluation reserve in shareholders’ equity.
All except LTL 437 thousand) of this reserve was later converted to share capital with the balance remaining in the revaluation reserve.

Gains and losses on disposal of property, plant and equipment are determined by reference to their carrying amount and are taken into account in determining operating profit.

The costs of expansion, modernization or improvements leading to increased productivity, capacity of efficiency or to a lengthening of the useful lives of the assets are capitalized.
Repair and maintenance costs are expensed as incurred.

The Company’s long-lived assets or a group of assets are tested forimpairment whenever events or changes in circumstances indicate that the carrying value of these assets may not
be recoverable. Impairment is measured as the amount by which the carrying value of an asset or a group of assets exceeds their fair value.

The interest cost recognized on borrowings used to finance tangible assets acquisitions and incurred during the period required to complete the asset is capitalized as a part of histo-
rical asset cost. The interest rate for capitalization is based on the rates charged on the outstanding Company’s borrowings. For expenditures not covered by specific new borrowings,
aweighted average of the rates on other borrowings is applied.

Intangibles. Intangible assets mainly represent patents and licenses acquired stated at cost less accumulated amortization less impairment. Amortization is provided over the esti-
mated useful lives of the assets, generally 2 — 5 years.

Lease, where the Company is the lessee. Leases of assets where the Company has substantially all the risks and rewards of ownership are classified as capital leases. Capital leases
are capitalised at the inception of the lease at the estimated present value of the underlying lease payments. Each lease payment is allocated between the liability and finance charges
s0as to achieve a constant rate on the finance balance outstanding. The corresponding rental obligations, net of finance charges, are included in current and non-current borrowings.
The interest element of the finance cost is charged to the statement of income over the lease period so as to produce a constant periodic rate of interest on the remaining balance of
the liability for each period. The property, plant and equipment acquired under capital leasing contracts are depreciated over the useful life of the asset.

Leases other than capital leases are classified as operating leases. Payments made under operating leases are charged to statement of the income on a straight-line basis over the
period of lease.

Environmental liabilities. Liabilities for environmental remediation are recorded when it is probable that obligations have been incurred and the amounts can be reasonably estimated.

Comprehensive income. Comprehensive income is composed of net income and other comprehensive income. Other comprehensive income includes changes in equity that are
excluded from netincome, such as translation adjustments and changes in fair value of derivatives from hedging activities.

Financial instruments. The Company records derivative instruments following provisions of SFAS 133, Accounting for Derivative Instruments and Hedging Activities, as amended by
SFAS 137 and SFAS 138. Derivative instruments are separately recorded in the balance sheet as either an asset or liability, measured at its fair value. Changes in the fair value of deri-
vatives are recognized in the statement of income unless specific hedge accounting criteria are met. Results from hedging transactions is classified and accounted for in the same ca-
tegory as the item being hedged.

2004 Jannual report

Revenue recognition. Sales of refined oil products, net of value added tax, are recognized when deliveries are made, title passes to the customer and collectability is reasonably
assured. Sales of services, net of value added tax, are recognized upon performance of services. Excise taxes collected by the Company on behalf of the state are excluded from sales
revenue.

Products shipping and handling costs. Costs incurred for shipping and handling of products are included in selling expenses in the statement of income.
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(Expressed in Lithuanian Litas (tabular amounts in thousands))

Income tax. The current expense (benefit) for corporate income taxes due is calculated in accordance with local tax regulations in the countries the Company operates and is based
on book income before taxes reported under local accounting regulations increased and decreased by the appropriate temporary differences from taxable income (loss).

Deferred income tax is accounted for using the liability method and is provided on the future tax consequences of all events that have been recognized in the Company’s consolidated
financial statements or tax returns. Deferred income tax assets and liabilities are not recognised for differences related to assets and liabilities that under SFAS 52, Foreign Currency
Translation are remeasured from the local currency into the functional currency using historical exchange rates and that result from (1) changes in exchange rates or (2) indexing for
tax purposes. Deferred income tax assets and liabilities are measured using enacted rates in the years in which temporary differences are expected to reverse. Valuation allowances
are provided for deferred tax assets when management believes that it is more likely than not that the assets will not be realized.

Basicand diluted earnings per share. Basic earnings per share is calculated by dividing netincome by the weighted-average number of ordinary shares outstanding during the year.
Diluted earnings per share reflects the potential dilution that would occur if third party options were exercised.

Recent accounting pronouncements

In January 2003, the FASBissued and subsequently revised Interpretation No. 46, Consolidation of Variable Interest Entities, an interpretation of ARB No. 51. This interpretation clari-
fies consolidation requirements for variable interest entities. It establishes additional factors beyond ownership of a majority voting interest to indicate that a company has a con-
trolling financial interest in an entity (or a relationship sufficiently similar to a controlling financial interest that it requires consolidation). This interpretation applies immediately to
variable interest entities created or obtained after January 31, 2003 and must be retroactively applied to holdings in variable interest entities acquired before February 1, 2003 in in-
terim and annual financial statementsissued for periods beginning after June 15, 2003. The adoption of this interpretation did not have an impact on consolidated financial condition,
results of operations or cash flows of the Company.

In November 2004, the Financial Accounting Standards Board issued SFAS No. 151, Inventory Costs — An Amendment of ARB No. 43, Chapter 4. SFAS No. 151 amends the guidance in Accoun-
ting Research Bulletin No. 43, Chapter 4, “Inventory Pricing,” to clarify the accounting for abnormal amounts of idle facility expense, freight, handling costs, and wasted material (spoilage).
Among other provisions, the new rule requires that items such as idle facility expense, excessive spoilage, double freight, and rehandling costs be recognized as current-period charges re-
gardless of whether they meet the criterion of “so abnormal” as stated in ARB No. 43. Additionally, SFAS No. 151 requires that the allocation of fixed production overheads to the costs of
conversion be based on the normal capacity of the production facilities. SFAS No. 151 is effective for fiscal years beginning after June 15, 2005, and is required to be adopted by the Compa-
ny effective January 1, 2006. The Company does not expect SFAS No. 151 to have a material impact on its consolidated results of operations or financial condition.

In December 2004, the FASB issued SFAS No. 153, “Exchanges of Nonmonetary Assets — An Amendment of APB Opinion No. 29”. SFAS No. 153 eliminates the exception from fair value
measurement for nonmonetary exchanges of similar productive assets in paragraph 21(b) of APB Opinion No. 29, “Accounting for Nonmonetary Transactions,” and replaces it with an
exception for exchanges that do not have commercial substance. SFAS No. 153 specifies that a nonmonetary exchange has commercial substance if the future cash flows of the entity
are expected to change significantly as a result of the exchange. SFAS No. 153 is effective for the fiscal periods beginning after June 15, 2005, and is required to be adopted by the
Company effective January 1, 2006. The Company does not expect SFAS No. 153 to have a material impact on the Company’s consolidated results of operations or financial condition.

Note 4: Cash and cash equivalents, net

December 31,2004 December 31,2003
Cashin banks 161,436 25,567
Short-term bank deposits 355,188 292,973
(ash on hand 181 38
Total cash and cash equivalents 516,805 318,578
Less: allowance for cash held in Vneshekonombank - (8,524)
allowance for cash held in Litimpeks Bank - (12,675)

Total cash and cash equivalents, net 516 805 297379

As of December 31, 2004, the weighted average effective annual interest rate on short-term bank deposits was 2.55 per cent (December 31, 2003: 1.47 per cent).

In 2004, the Company wrote-off non recoverable amounts held in bank accounts at Vneshekonombank and Litimpeks Bank.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Lithuanian Litas (tabular amounts in thousands))

Note 5: Restricted cash

December 31, 2004 December 31,2003
Non-current portion of restricted cash 28,399 65,503
Current portion of restricted cash 452,677 2,696
Total restricted cash 481,076 68,199

Current portion of restricted cash of USD 178,606 thousand or LTL 452,677 thousand (December 31, 2003: USD 976 thousand or LTL 2,696 thousand) is required to be maintained under
the terms of letters of credit issued for settlements with suppliers.

Restricted cash in the amount of USD 11,205 thousand or LTL 28,399 thousand (December 31, 2003: USD 23,546 thousand or LTL 65,036 thousand) was received from Yukos Oil Com-
pany under a loan agreement. These funds can be used only for financing of the oil refinery modernization project. In July 2003, this loan was refinanced by Vilniaus Bankas AB, but
the same restrictions apply.

Note 6: Trade accounts receivable, net

December 31, 2004 December 31,2003
Oil refinery 166,412 187,038
Qil terminal 2,585 2,041
Retail network operators 2,038 2,544
Pipeline operator 91 2,226
Other 3 36
Total gross trade accounts receivable 171,129 193,885
Less: allowance for doubtful trade accounts receivable (43,428) (48,994)

Total trade accounts receivable, net

Note 7: Inventories, net

December 31,2004 December 31,2003
Raw and supplementary materials 164,170 55,573
Finished goods and goods for resale 244,963 183,434
Semi-finished goods 31,684 27,508
Assets held for resale 677 122
Spare parts and other (net of allowance of LTL 14,954 thousand as at December 31, 2004 and nil at December 31, 2003, respectively) 50,485 57,625
Total inventories 491979 324,262

Semi-finished goods include oil products that are produced by the oil refinery and used in further stages of production. However, these products might also be sold in the market.

Note 8: Other current assets, net

December 31, 2004 December 31,2003 -
Prepaid and recoverable taxes 13,856 10,847 <l
Accrued income and deferred expenses 15,898 18,655 -
Advances to suppliers (net of allowances for doubtful accounts of LTL 299 thousand and LTL 1,389 thousand -
at December 31,2004 and December 31, 2003 respectively) 1,538 3,331 =
Other current assets (net of allowances for doubtful accounts of LTL 3,125 thousand and LTL 3,337 thousand |
at December 31,2004 and December 31, 2003 respectively) 2,829 1,202 -

Total other current assets, net 34121 34,035
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December 31, 2004

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Lithuanian Litas (tabular amounts in thousands))

December 31,2003

Machinery and equipment 1,693,751 1,717,267
Buildings 218,907 244,001
Pipeline fill 21,624 22,997
Other tangible assets 188,876 232,798
Construction in progress and prepayments 46,156 142,997
Total property, plant and equipment at cost 2,169,314 2,360,060
Less: accumulated depreciation (897935) (895,376)

Total property, plant and equipment, net 1,271,379

1,464,684

Pipeline fill represents oil in the oil terminal’s pipes and reservoirs. This volume of oil is required for the operation of the terminal equipment and cannot be extracted under normal

operations. Itis carried at cost and is not depreciated.
Construction in progress and prepayments consists of the following:
December 31,2004

December 31,2003

Qil refinery 35,547 102,294
0l terminal 7872 39,305
Pipeline operator 2,058 108
Retail network operator 679 1,290
Total construction in progress and prepayments 46,156 142,997

No interest has been capitalised during the year ended December 31, 2004 (December 31, 2003: LTL 9,945 thousand).

Note 10: Intangible assets, net

December 31,2004

December 31,2003

Patents and licenses 15,352 16,139
Prepayments for patents and licenses 9,028 3,395
Total intangible assets at cost 24,380 19,534
Less: accumulated amortization (12,183) (12,297)
Total intangible assets, net 12,197 7237

Patents and licenses include acquired patents and costs of manufacturing technology used by the refinery.

The estimated aggregate amortization expenses of intangible assets in use over the following four years is:

Year ending December 31:

December 31, 2004

2005 1,039
2006, 1,004
2007 1,004
2008 122

Total estimated amortization

3,169



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Note 11: Non-current accounts receivable, net

December 31, 2004 December 31,2003
Overpaid real estate tax 1,327 19,321
MazZeikiy Vandenys SP UAB 6,164 6,530
Lifosa AB - 865
Other 2413 1,563
(Gross non-current accounts receivable 19,904 28,279
Less: allowance for doubtful amounts (4,266) (5,624)
Non-current accounts receivable, net 15,638 22,655
Less: discounting effect (1,500) (2,003)
Total non-current accounts receivable, net 14,138 20,652
Note 12: Equity investees and long-term investments at cost, net

December 31, 2004 December 31,2003
Investments in associated companies 3,386 3,842
Otherlong-term investments (net of accumulated impairment of LTL 5,662 thousand and LTL 6,262 thousand
at December 31, 2004 and December 31, 2003, respectively) 51 536
Total equity investees and long-term investments at cost, net 3,437 4378

The balance of investments in associated companies as at December 31, 2004 and 2003 represents the investment in Naftelf UAB, where the Company holds 34 percent of shares.
Naftelf UAB is a joint venture with the French company Corelf. Its activity includes sales of aviation fuel and construction of aviation fuel storage facilities. Summarized financial infor-
mation has not been presented as it is not material.

Investments in other long-term investments represents shares held in the entities where investments do not exceed 20 percent of the shares.

Note 13: Acquisitions

In November 2003, the Company acquired the remaining 15 percent of shares in its subsidiary Uotas UAB from the minority shareholders increasing its ownership to 100 percent. The
share of net assets acquired exceeded the purchase consideration of LTL 1,538 thousand by LTL 1,295 thousand. Accordingly the carrying value of property, plant and equipment was
reduced.
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(Expressed in Lithuanian Litas (tabular amounts in thousands))

Note 14: Financial instruments

Fairvalues. A financial instrument is defined as cash, evidence of an ownership interest in an equity, or a contract that imposes an obligation to deliver or the right to receive cash or
another financial instrument. The fair values of financial instruments are determined with reference to various market information and other valuation methods, as considered appro-
priate. However, considerable judgment is required to interpret market data and to develop the estimates of fair value. Accordingly, the estimates presented herein may differ from
the amounts the Company could receive in current market exchanges.

The net carrying values of cash and cash equivalents, current accounts receivable and accounts payable, taxes payable and accrued liabilities approximate their fair values because of
the short maturities of these instruments.

Long-term investments are valued at their historical cost adjusted for impairment, as appropriate. Management believes that the carrying values of long-term investments approxi-
mate their fair values.

Management also believes that the carrying value of long-term debt, including the current portion of long-term debt, is an approximate of its fair value.

Credit risk. Financial instruments that potentially subject the Company to a concentration of credit risk consist principally of temporary cash investments and accounts receivable.
The Company restricts placement of cash investments to financial institutions evaluated as highly creditworthy.

Concentrations of customers in the oil industry may impact the Company’s overall exposure to credit risk, as these customers may be similarly effected by the changes in economic
conditions. The Company has procedures in place to ensure on a continuous basis that sales are made to customers with an appropriate credit history and do not exceed an acceptab-
le credit exposure limit established by the management. Management believes that there is no significant risk of loss to the Company beyond the provisions already recorded.
Concentration of risk. In 2003-2004, the majority of sales of refined oil products, except for domestic sales and sales to Latvia, Estonia and Poland were made through sales commis-
sioner Petroval SA, an entity related to Yukos group (Notes 32 and 33). Furthermore, a significant part of Pipeline and Oil Terminal services were provided to Yukos group companies.

Yukos group was also the major supplier of crude oil to the Company. Therefore, negative changes in relationships with Yukos group could have an adverse impact on the operations
of the Company. Management actions in order to reduce the dependency on the Yukos Group are summarized in Note 1.

Derivative instruments. In 2004, the Company introduced a foreign currency risk management strategy that utilizes derivatives to reduce its exposure to unanticipated fluctuations
in cash flows derived from sales to Poland caused by changes in foreign currency exchange rates.

At December 31, 2004, the fair value of the Company’s foreign currency derivatives was nil and notional amount of PLN put options amounted to PLN 23,500 thousand.

The Company occasionally enters into commodity swap contracts to reduce risk relating to the price volatility. The Company does not enter into derivatives for trading or other specu-
lative purposes. No commodity swap contracts were outstanding as at December 31,2004.
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Note 15: Trade accounts payable

December 31, 2004

December 31,2003

Oil refinery 341,519 75,386
Oil terminal 1,252 3,790
Retail network operator 1,163 2,359
Pipeline operator 1,516 533
Other - 116
Total trade accounts payable 345,450 82,184

Note 16: Advances received

December 31, 2004

December 31, 200

Oil refinery 4,083 7163
Qil terminal 58 594
Pipeline operator 203 588
Retail network operator 404 276
Other - 4
Total advances received 4,808 8,662

Note 17: Taxes payable and accrued

December 31, 2004

December 31,2003

Accrued profit tax 135,053 9,339
VAT payables 62,257 38,721
Excise tax 42,686 34,907
Real estate 2,702 2,467
Natural persons income tax payable 200 2,779
Other taxes 3,787 2326
Total taxes payable and accrued 246,685 90,539

Note 18: Other current liabilities

Accrued vacation pay

December 31, 2004

December 31,2003

Salaries and social security

Accrued interest

Accrual for other claims

Accrued professional fees

Accrued claims from Oil terminal contractors (Note 31) 7,350 8,010
6,562 5198

4,694 9,999

2,296 1,840

1,447 1,577

527 848

Other accrued expenses and short-term liabilities 3,654 6,148
26,530 33,620

Total other current liabilities
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Note 19: Capital lease liabilities

The following is an analysis of the leased property under capital leases by major classes:

December 31,2004 December 31,2003
Machinery and equipment 2,874 2,624
Land and buildings 2,395 1914
Other tangible assets n 842
Total costs of property, plant and equipment acquired under capital leases 5,386 5,380
Less: accumulated depreciation (1,293) (1,497)

Property, plant and equipment acquired under capital leases, net

Capital lease liabilities — minimum lease payments can be analyzed as follows:

December 31,2004 December 31,2003
Year ending December 31:
2004 - 1,279
2005 1,006 1,144
2006 801 925
2007 74 28
2008 3 -
Net minimum lease payments 1,884 3,376
Less: Future finance charges on capital leases (165) (382)

Present value of capital lease liabilities

As at December 31, 2004 the weighted average effective annual interest rate on the capital lease liabilities was 7.4 percent (December 31, 2003: 7.7 percent).

The present value of capital lease liabilities is as follows:

December 31,2004 December 31,2003
Current portion of capital lease liabilities 900 1,083
(apital lease liabilities, net of current maturities 819 1911

Present value of capital lease liabilities

Note 20: Debt

December 31, 2004 December 31,2003
Long-term debt 1,209,240 1,346,637
Current portion of long-term debt (29,194) (32,883)

Non-current portion of long-term debt

Current portion of long-term debt 29194 32,883
QOverdraft 200 450

Total short-term debt and current portion of long-term debt

The Company has an overdraft agreement for LTL 500 thousand with Bankas Snoras AB. Annual interest rate is 7 percent on the balance withdrawn. The agreement expires in April 2005.
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Balance of long-term borrowings can be further analyzed as follows:
Balance as of December 31, 2004

Lender/Purpose Repaymentterms  Annualinterestrate  Maturity date (mm/yy) Loan amount In thousand USD In thousand LTL

Working capital finance

Government of Lithuania Semi-annually 7.00% 07/13 323,928 288,927 732,285
Vilniaus Bankas AB Semi-annually 3 mLIBOR +1.100% 07/13 75,000 75,000 190,088
Vilniaus Bankas AB Semi-annually 3 mLIBOR +1.100% 07/13 75,000 75,000 190,088
Hansabankas AB Semi-annually 6 m LIBOR +0.900% 01/09 50,000 23,684 60,027
Kreditanstalt fur Wiederaufbau Semi-annually 6 mLIBOR +0.875% 12/06 17,395 3,345 8478
Kreditanstalt fur Wiederaufbau Semi-annually 6 m LIBOR +0.875% 12/06 11,855 2,504 6,346
Kreditanstalt fur Wiederaufbau Semi-annually 6 m LIBOR +0.875% 06/06 7,235 1,357 3,439
Kreditanstalt fur Wiederaufbau Semi-annually 8.065% 09/06 2444 611 1,549
Kreditanstalt fur Wiederaufbau Semi-annually 6 m LIBOR +0.875% 12/06 4,294 607 1,538
Bankas Snoras AB Monthly 7.000% 05/08 6,411 5779 14,648
Karina International Ltd. Monthly 9.000% 05/05 400 280 710
Nordea Bank Finland Plc Monthly 3.900% 12/06 24 17 44
Less: current portion of long-term debt (11,518) (29,194)
Total long term debt 465,593 1,180,046

Loans granted by Vilniaus Bankas AB, Hansabankas AB and Kreditanstalt fur Wiederaufbau are guaranteed by the Government of Lithuania.

The bank borrowings of petrol stations are secured by certain of the property, plant and equipment with net book value of approx. LTL 54,048 thousand as of December 31, 2004
(December 31, 2003: LTL 59,560 thousand).

Scheduled maturity of long-term borrowings is as follows:

2005 2006 2007 2008 2009 Later Total
Principal amount of debt 29192 27,573 18,000 15,339 145,729 973,405 1,209,238

The amounts payable in 2009 — 2013 include repayment of the loans granted by the Government of Lithuania and Vilniaus Bankas AB (former loans of Yukos International UK B.V. and
Yukos Oil Company).

The debt outstanding as of December 31, 2004 was subject to a number of covenants, such as exclusive use of the loans and restricted management ability to pledge, mortgage or sell
the assets, the acquisition of which was financed by loans throughout the duration of the loan agreements without the lenders’ approval. The management believes that the Compa-
ny has complied with these covenants.

Uotas UAB, a subsidiary of the Company, has a loan of USD 280 thousand (31 December 2004: LTL 710 thousand) granted by Karina International Ltd. (USA) with maturity on May 31, 2005.
According to the loan agreement, one month before the reimbursement due date Karina International Ltd or a person/company nominated by the lender has an option to convert the loan
ora portion of loan into Uotas UAB share capital at “today’s price”, although Uotas UAB is unlisted. If this option is exercised, the Company’s share in Uotas UAB will decrease.
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Note 21: Subsidies

Subsidies include LTL 12,579 thousand (31 December 2003: LTL 13,708 thousand) financing received from the Government of Lithuania for construction of apartment blocks for Russian
citizens in Vsevolotzk, St. Petershurg. The Government of Lithuania fully financed the construction of these apartment blocks as a part of an agreement to enable Russian citizens
(former employees of Oil refinery) to move from Lithuania back to Russia. The construction was completed in 1998 and the buildings with a carrying value of include LTL 12,579
thousand (31 December 2003: LTL 13,708 thousand) were included within other tangible assets balance in property, plant and equipment. Subsidies will be netted off against tangib-
le assets after an appropriate decision is taken by the Government of Lithuania supporting this course of action.

Note 22: Net sales and other operating revenues

Year ended December 31,

2004 2003
Products of the Oil refinery 7,397,499 4,945,549
Other services of the Oil refinery 13,627 9727
Pipeline operator's services 80,741 103,870
0il terminal services 112,500 170,161
Retail sales of oil products 45,285 51,164
Services and sales of non-production units 13,829 16,744
Total net sales and other operating revenues 7,663,481 5,297,215

Sales of the Oil refinery products for the year ended December 31, 2004 include a negative result of LTL 3,605 thousand from the cash-flow hedge (for the year ended December 31,
2003 positive result of LTL 2,487 thousand from the cash-flow hedge).

Note 23: Cost of sales, excluding depreciation and amortization

Year ended December 31,

2004 2003
Products of the Oil refinery 5,930,019 4,328,782
Other services of the Oil refinery 7408 8,108
Pipeline operator services 13,993 18,487
0il terminal services 26,381 22,033
Retail sales of oil products 36,466 40,784
Cost of services and sales of non-production units 11,202 13,778

Total cost of sales, excluding depreciation and amortization 6,025,469 4431972

Note 24: Selling and distribution expenses, excluding depreciation and amortization

Year ended December 31,

2004 2003
Railway services 143,673 103,809
Terminal and laboratory services 72,509 54,443
Transit/freight 157,449 89,032
Salaries and social security 14,886 13,869
Rent of rail tanks 10,548 8,341
Selling and distribution expenses of petrol stations 10,318 8,191
Selling and distribution expenses of trading houses 19,034 496
Intermediary services 2,744 2,888
Repair and maintenance 4103 2,632
QOther 16,475 12,073

Total selling and distribution expenses, excluding depreciation and amortization 451,739 295,774
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Note 25: General and administrative expenses, excluding depreciation and amortization

Year ended December 31,

2004 2003

Salaries and social security 36,601 34,228
Taxes, other than income tax 26,030 24,412
Insurance 21,034 24,618
Transport and service units expenses 10,934 12,332
Professional fees 9,995 11,676
General and administrative expenses of trading houses 9,485 2,824
General and administrative expenses of petrol stations 6,021 4,563
Fire safety expenses 5440 5326
Utilities and communication 4428 3,534
Materials, repairs and maintenance 2993 3,126
Fixed plan overheads of idle production time 449 2,208
Settlement of Flour Daniels claim - 16,655
Other 7413 15,984
140,823 161,486

Impairment of fixed assets held for resale and CIP 28,571 1912
Allowance for inventories 16,258 -
(Reversal of) allowances for and write-off of trade accounts receivable 3,409 (1,578)
Provisions for claims - 10,088
Allowance for overpaid real estate tax - 8,339
Allowance for prepayments and other current assets write-off - 255

Total general and administrative expenses, excluding depreciation and amortization 189,061 180,502

Note 26: Depreciation and amortization

Based on the use of assets being depreciated and amortized, depreciation and amortization could be allocated as follows:

Year ended December 31,

2004 2003

Cost of sales 86,603 77913
General and administrative expenses 7,784 9,144
Selling expenses 12,089 11,852

Total depreciation and amortization
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Note 27: Income tax

Deferred income tax asset consist of differences arising between the carrying values of the following assets and liabilities:

December 31, 2004 December 31,2003
Unrealized foreign exchange gain on monetary items denominated in USD 77,675 60,443
Subsidiaries’ taxable losses to be carried forward 7,005 5,894
Property, plant and equipment 7,865 8,819
Inventories 3,789 928
Accounts receivable 847 301
Other assets - 564
Accrued expenses 1,898 1514
Gross deferred income tax assets 99,079 78,463
Property, plant and equipment (3,097) (3599)
Other liabilities - (55)
Gross deferred income tax liability (3,097) (3,654)
Deferred tax asset, net, before valuation allowances 95,982 74,809
Less: Valuation allowances against deferred income tax (95,949) (73,229)
Total deferred tax asset, net 33 1,580

As of December 31, 2004 valuation allowances of LTL 95,949 thousand (2003: LTL 73,229 thousand) were provided against (1) deferred income tax asset arising on USD denominated
loans most of which are repayable during 2009 — 2013 due to uncertainty relating to USD and LTL exchange rate movements in the future; and (2) deferred income tax assets arising
in the subsidiaries where, according to the management, considering all the available objective evidence, both positive and negative, historical and prospective, with greater weight
given to the historical evidence, it is not more likely than not that these assets will be realized and (3) deferred tax asset arising in the parent company due to expected utilization of
investment credits to reduce taxable profits to nil during 2005-2009.

Tax losses can be carried forward for five years to be offset against future taxable income. The Company has unused tax loss carry forwards with the following expiry dates:

December 31,2004 December 31,2003
Expiry date
2004 - 2442
2005 11,968 11,744
2006 9,598 9,598
2007 5406 5,469
2008 8,812 9,988
2009 10914 -
Total tax loss carry forwards 46,698 39,241
Deferred income tax balances were classified in the consolidated balance sheet as follows:

December 31,2004 December 31,2003
Non-current portion of deferred income tax asset, net 33 66
Current portion of deferred income tax asset, net - 2,367
Non-current portion of deferred income tax liability - (853)
Total deferred income tax asset, net 33 1,580



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Lithuanian Litas (tabular amounts in thousands))

Presented below is a reconciliation between total income tax expense and theoretical income tax expense determined by applying the Lithuanian statutory tax rate of 15 percent to
income before income tax and minority interest:

Year ended December 31,
2004 2003
Income before income tax and minority interest 849,347 227,589
Theoretical income tax expense (benefit) at the statutory rate of 15 percent 127,402 34,138
Increase (decrease) in the theoretical income tax expense due to:
Income taxed at other rates (120) 39
Investment tax credits and other rate effects - (5113)
Nondeductible/nontaxable items and foreign exchange effects (12,513) 18,059
(Utilization of net operating loss)/correction of prior periods tax (9,302) 2,012
Income tax expense before provisions 105,467 49,135
Change in provision for deferred income tax asset 22,720 (41,378)
Total income tax expense 128,187 17,757

Funding of a significant part of the modernization program from operating cash flow of the Company will enable the Company to apply investment credit following the terms of the
Investment Agreement in 2005 — 2009 and reduce effective income tax rate to zero.

The Investment Agreement, signed between the 0AO Yukos Oil Corporation, Yukos Finance B.V., Williams International Company, the Company and the Government of Lithuania
guaranteed that starting from October 29, 1999 for a period of 10 years a portion of taxable profit of the Company utilised for investment in property, plant and equipment may be
taxed at a corporate profit tax rate of 0 percent. If the Government fails to ensure for at least for a period of 10 years application of this investment credit, the Government shall be
responsible for and shall indemnify and hold harmless the Company from any and all losses, liabilities and expenses incurred or sustained by the Company as a result of such failure.
Uncertainties relating to the application of the provisions of Investment Agreement based on the Constitutional Court decision are described in Note 31.

Note 28: Shareholders’ equity

During 2002 the ordinary share capital of the Company was subject to a statutory reduction amounting to LTL 517,495 thousand. This reduction was previously accounted for as a
corresponding reduction in accumulated deficit but has been restated in these financial statements as an increase in additionally paid in capital. The accumulated surplus (deficit) in
these financial statements is different from the profit available for distribution, which amounts to LTL 692,801 thousands.

Note 29: Earnings per share

Basic earnings per share is computed by dividing net income (the “numerator”) by the weighted-average number of ordinary shares outstanding (the “denominator”). Diluted ear-
nings per share is similar computed, except the denominator is increased to include the dilutive effect of outstanding stock options calculated using treasury share method.

The denominator is based on the following weighted-average number of ordinary shares outstanding (thousands of shares):

Year ended December 31,

2004 2003

Weighted — average shares outstanding — basic earnings per share 707,454 707,454
Add: incremental shares from assumed conversions of stock options (Note 30) 113,063 48,005

Weighted —average shares outstanding — diluted earnings per share 820,517 755,459
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(Expressed in Lithuanian Litas (tabular amounts in thousands))

Note 30: Stock options

According to the Investment Agreement as of June 18, 2002, Yukos Finance B.V. had an option to subscribe for that number of the Company’s newly issued for the consideration of USD
75 million (December 31, 2004: LTL 190 million) which cause its holding in the Company to increase from 53.7 percent to approximately 63.4 percent after exercising this option. Yukos
Finance B.V. exercised the option by delivering to the Government of Lithuania and the Company a notice in writing on October 29, 2004.

From the date of exercise of the first option, Yukos Finance B.V. have the second option to purchase from 1 to 11.5 percent of shares held by the Government of Lithuania for a price
which is equal to 3 times EBITDA (preceding year) times percentage to be repurchased but not less than USD 4.9 million (December 31, 2004: LTL 12.4 million) for 1 percent. The option
expires on October 29, 2006.

The Government of Lithuania initiated negotiations with Yukos Finance B.V. regarding the above-mentioned options. As at the date of signing these financial statements, the mana-
gement of the Company is not aware either of the timing or the substance of any decision that the Government of Lithuania and Yukos Finance B.V. may take.

Note 31: Commitments and contingent liabilities

Claim from PPS Pipeline Systems

In 2000, the Company received a claim from PPS Pipeline Systems (PPS), the contractor of the Oil Terminal Project, to compensate Lithuanian VAT in the amount of USD 2,138 thousand
(December 31, 2004: LTL 5,419 thousand) which was incurred until registration of PPS in Lithuania and, therefore, was not recovered from the state budget. Following advice of its
lawyers the Company rejected these claims as ungrounded. In 2003, the Company received a repeated claim from PPS in the total amount of USD 2,900 thousand (December 31, 2004:
LTL 7,350 thousand) which also included accumulated late payment of interest of USD 662 thousand (December 31, 2004: LTL 1,678 thousand) and PPS Pipeline Systems branch office
costs of USD 100 thousand (December 31, 2004: LTL 253 thousand). Furthermore, in 2003 PPS Pipeline Systems submitted an additional claim of USD 646 thousand (December 31,
2004: LTL 1,637 thousand) to the Company for the extra works reimbursement according to the Oil Terminal contract. The dispute over the recovery of VAT first arose in 1997 and
despite many threats, arbitration proceedings have still not been initiated by PPS.

Following the principle of prudence, management decided to create a provision of USD 2,900 thousand (December 31, 2004: LTL 7,350 thousand) for possible losses that would be in-
curred iflegal proceedings were initiated against the Company and a judgment rendered against the Company, in the consolidated financial statements for the year ended December
31,2004 and 2003.

Claim from Klevo Lapas UAB

In 2003, based on a decision of the Competition Council, stating that the Company has not complied with the Competition Law and which allows the customers affected by the Com-
pany’s pricing policy to claim damages from the Company, the legal proceedings initiated by Klevo Lapas UAB against the Company in 2000 were renewed and the Court appointed an
independent expert committee to evaluate the possible amounts of damages caused to Klevo Lapas UAB. As of December 31, 2004, the claim from Klevo Lapas UAB amounted to LTL
741 thousand. However the possible amounts of damages caused to this customer evaluated by the expert committee appointed by the Court at an early stage of the dispute compri-
sed approximately LTL 7,500 thousand. As of December 31, 2004, the Company had a receivable from Klevo Lapas UAB amounting to LTL 5,298 thousand, which was provided in full
during the years ended December 31,1999 and 2000. The management does not expect that the final amount of this claim will exceed the amount receivable from Klevo Lapas UAB,
therefore, no provision for the claim was made in the financial statements for the year ended December 31, 2004.

Payment request from a group of inventors

The Company had received a payment request from a group of individuals in the amount of LTL 14,000 thousand related to a production improvement process invented and patented
by the group and subsequently implemented by the Oil refinery covering the period 1996 — 2001. Management does not agree that the implementation of the invention did actually
improve the output of production process and, therefore, rejected the payment request. In 2003, one of the inventors initiated legal proceedings against the Company and claimed an
amount totaling LTL 400 thousand. Management has taken legal advice and believes that the charges are without merit and intends to vigorously defend its position. Accordingly, no
accrual for this contingent liability has been made in these consolidated financial statements. In the event the Company loses this proceeding, the Company might raise the issue of
compensation of the amounts of this claim under provisions of the Investment Agreement, signed between OAO Yukos il Corporation, Yukos Finance B.V., Williams International
Company, the Company and the Government of Lithuania (see also decision of the Constitutional Court described further).

Claim from Rietumu Banka AS

2004 Jannual report

During 2004, there were no changes in the status of the claim received from Rietumu Banka AS for the total amount of USD 1,250 thousand (December 31, 2004: LTL 3,168 thousand).
In 1999, the Company received a claim from Rietumu Banka AS for the total amount of USD 1,250 thousand related to unperformed sales of oil products to Thornleigh Trust Ltd. in
accordance with the agreement signed on March 23, 1998 with Rietumu Banka AS and Thornleigh Trust Ltd. the Company set-off the advance payment of USD 1,250 thousand received
from Thornleigh Trust Ltd. against the receivable balance outstanding and did not perform the shipment of products. Management has taken legal advice and believes that the claim
is without merit, therefore, no provision for the claim amount was made in the consolidated financial statements for the year ended December 31, 2004.
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(Expressed in Lithuanian Litas (tabular amounts in thousands))

Other litigations and claims

The Company is involved in other litigations and has claims against it for matters arising in the ordinary course of business, which have not been described above. In the opinion of the
Company’s management, the outcome of these claims will not have a material adverse effect on the Company’s operations.

Minority shareholders’ claim

In 2002, minority shareholders’ petitioned a court to recognize the decisions made during the shareholders’ meeting held on 21 September 2002 as invalid due to hreach of the Law
on Securities Market. The decisions made include election of the Supervisory Board, which subsequently appointed the Board of Directors.

The final outcome of this claim has not been determined at the date of these consolidated financial statements. Management believes that the claim of the minority shareholders is
not grounded.

Investigation of the Competition Council

In August 2004, the Lithuanian Competition Council commenced an investigation against the Company to determine whether the higher price of fuel in Lithuania is the result of vio-
lations and abuse of its dominant position in the market. The investigation resulted from the fact that the prices of fuel in Lithuania are higher than those in Latvia and Estonia, des-
pite the fact that with effect from May 2004 all three countries have unified fuel excise and customs duties. Management has taken legal advice and believes that the Company has
complied with Lithuanian Competition Law and, therefore, no provision for possible outcome of this investigation is required.

Decision of the Constitutional Court of the Republic of Lithuania

0On October 18, 2000, the Constitutional Court of the Republic of Lithuania concluded that certain provisions of the Law of the Republic of Lithuania on Reorganization of Public Com-
panies Batingés Nafta AB, Mazeikiy Nafta AB and Naftotiekis AB, which entitled the Government to assume, on behalf of the State, major property-related obligations to the strategic
investor and (or) Mazeikiy Nafta AB, contravened the Constitution of the Republic of Lithuania. The Constitutional Court concluded that the provision in the Law on compensation of
losses to the strategic investor and Mazeikiy Nafta AB is formulated in such a way that the State would have an obligation to compensate from the State budget even if the losses were
incurred due to the fault of the strategic investor Williams International Company and (or) MaZeikiy Nafta AB, and thus contradicts the Constitution of the Republic of Lithuania.

The Investment Agreement signed on October 29, 1999 between the Company, the Government of Lithuania and Williams International Company (from September 19, 2002 replaced by
Yukos Finance B.V.) established that the Government of Lithuania undertook to ensure the economic conditions for the Company’s operations (i.e. laws and other legal acts of the Republic
of Lithuania) will not be changed in a manner that would adversely affect orimpede implementation of the Management Plans of the Company until the later of the termination of the
Management Agreement, the Shareholders’ Agreement or the Financing Agreements (as such Management Plans and agreements defined in contractual documentation signed by the
parties). The strategic investor and/or the Company can claim compensation from the Government for any losses incurred due to the Government’s failure to ensure these matters. In addi-
tion, under the provisions of the Investment Agreement the Company is indemnified by the Government of Lithuania from certain obligations and losses, if any, arising from the contingen-
cies that were present when the agreement was signed. In 1999 and 2000, the Company received LTL 140,000 thousand as crude oil interruption compensation. In 2001 and 2002, the Go-
vernment of Lithuania compensated to the Company LTL 33,431 thousand under provisions of the Investment Agreement for indemnification from certain obligations and losses. The
management of the Company believes that the uncertainty related to the decision of the Constitutional Court may to some extent negatively influence the Government of Lithuania when
fulfilling its obligations under the provisions of the Investment Agreement, however, no provisions have been established for the possible repayment of compensation already received.

In accordance with the amendments made to the Investment Agreement as of July 8, 2003, the provision allowing the Company the unilateral right of set off of amounts receivable
from the Government of Lithuania with the amounts payable to the Government was abolished.

Dispute with Klaipédos nafta AB over surplus balance of oil products

The Company is a sole exporter of light oil products via terminal owned by Klaipédos nafta AB. During a stocktake at the terminal, a surplus balance of light oil products comprising
LTL 20.8 million at year-end oil products prices, which was accumulated during 1999-2004 was identified. On May 5, 2004 the Company and Klaipédos nafta AB signed an agreement
to share the surplus balance equally. However, practically this decision has not been implemented and the Company has not recognized its share of the surplus balance as an asset as
of December 31, 2004.

Guarantees under waste treatment plans

Asrequired by a waste treatment plans approved by the Ministry of Environmentin 2004, the Company issued guarantees to the regional departments of the Ministry of Environment
for a total amount of LTL 11,970 thousand. Payments under these guarantees should be made in cases when the Company is unable to continue treatment of waste accumulating in
production process.

Purchase commitments

The Company has signed a number of contracts with various suppliers for purchase of tangible and intangible assets. The total tangible and intangible assets purchase commitments
according to these contracts amounted to USD 658 thousand or LTL 1,668 thousand as of December 31, 2004.
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(Expressed in Lithuanian Litas (tabular amounts in thousands))

Operating lease commitments — the Company is lessee

The Company had entered into operating lease agreements for premises of offices, furniture, EDP/IT equipment and motor vehicles. The Company also has a number of operating lease ag-

reements for land plots and petrol stations. Operating lease commitments — future minimum lease payments according to non-cancelable lease agreements can be analyzed as follows:
December 31,2004

Year ending December 31:

2005 1,261
2006 1,108
2007 660
2008 354
2009 354
2010 and later years 1472

Total operating lease commitments 5,209

Note 32: Segment information

The Company has four reportable segments: oil refinery, oil terminal, pipeline operator and operator of petrol stations chain. The oil refinery produces different grades of high octane
unleaded gasoline, diesel, jet fuel, bitumen, LPG and sulphur. The Company owns an import-export oil terminal in Bitingé on the Baltic sea cost. The pipeline segment consists of part
of the Druzhba pipeline in the territory of the Republic of Lithuania and a pipeline connecting the Birzai pumping station with the oil refinery and the oil terminal. The pipeline ope-
rator transports crude oil to the oil refinery and terminal in Batingé and crude oil and refined oil products to a terminal in Ventspils, Latvia. The Company owns approximately 30
petrol stations in Lithuania.

The accounting policies of the segments are the same as used by the Company. The Company evaluates performance of segments based on operating profit (i.e. sales and other ope-
rating revenues less operating cost and other deductions).

Summarized financial information concerning the Company’s reportable segments for the year ended December 31, 2004 and 2003 is shown in the following tables:

Year ended December 31, 2004

Revenues 744,521 112,500 80,741 55,839 4,025 (31,145) 7,663,481
Depreciation and amortization 68,301 20,797 11,836 5,061 481 - 106,476
Segment operating (loss) profit 809,830 43,497 48,939 (10,576) (826) (128) 890,736
Interest revenue 9,815 - - n 6 - 9,832
Interest expense (46,132) (26,666) - (1,252) - - (74,050)
Segment assets 2,507,060 568,060 46,417 61,715 2,735 (49,823) 3,136,164

Additions to segment assets 63,659

Year ended December 31,2003

Revenues 5,001,756 169,357 103,436 61,475 5127 (43,936) 5,297,215
Depreciation and amortization (57,669) (21,564) (13,783) (5,278) (615) - (98,909)
Segment operating (loss) profit 155,725 79,823 63,557 (6,023) (2,803) (221) 290,058
Interest revenue 3,826 3,542 - 123 9 7,500

Interest expense (70,420) (41,347) - (1,717) - - (113,484)
Segment assets 1,768,040 631,934 52,779 64,920 4,215 (53,322 2,468,566

Additions to segment assets 246,526 286,556
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Total consolidated revenues earned by the Company in the years ended December 31, 2004 and 2003 can be split by country as follows:

Year ended December 31,

2004 2003

Switzerland 4,046,516 2,751,781
Lithuania 1,573,744 1,294,190
Latvia 586,914 333,987
Poland 563,192 208,606
Estonia 458,298 223,467
Russia 158,137 240,008
Ukraine 105,599 69,835
USA 91,323 99,808
Austria 33413 32,496
Other 49,950 40,550
Total consolidated revenues® 7,667,086 5,294,728

*excluding cash-flow hedge negative result of LTL 3,605 thousand reported in sales and other operating revenue for the year ended December 31,2004 (for the year ended December 31,2003 — positive result of LTL 2,487 thousand)
Sales through sales commissioner Petroval SA, a related party, comprised 52.7 percent of total sales during the year ended December 31, 2004 (45.5 percent during the ended Decem-
ber 31,2003) and were reported as sales to Switzerland.

99.94% of the Company’s long-lived assets are located in Lithuania.

Note 33: Related Parties

Yukos Finance B.V is a major shareholder of the Company. According to the provisions of the Investment Agreement, Yukos Finance B.V also has management control rights of the
Company.

In June 2002, the Company and Yukos 0il Company signed a crude oil supply agreement for an annual quantity of 4,800 thousand metric tons of crude oil. The price of crude oil is de-
termined based on open market terms. The agreement is valid until September 30, 2012. In 2004, Yukos 0il Company commitments under this agreement were transferred to Sama-
raneftegas 0AO, a subsidiary of Yukos.

Furthermore, according to an agreement with Yukos Oil Company signed in June 2002, the Company has committed to accept an annual quantity of 4,000 thousand metric tons of
crude oil from Yukos Oil Company and to transport it through the oil terminal. The price for the transportation services is determined based on market terms. This agreement s valid
until December 31, 2005.

On November 1,2002 the Company signed a sales commissioner agreement with Petroval SA, an entity related to Yukos Oil Company. According to this agreement Petroval SA sells the
Company’s il products for a defined fee. Accounts receivable balance represents receivables from the third parties which has to be collected by Petroval SA on behalf of the Company.
The agreement was terminated by mutual agreement of parties effective from December 31, 2004.

Naftelf UAB is an associated company, where the Company holds 34 percent of the shares. The Company sells jet fuel to Naftelf UAB.

Transactions carried out with the related parties and balances arising from these transactions are shown as follows:

December 31,2004 December 31,2003
Accounts receivable from related parties, net
Petroval SA (acting as a sales commissioner and direct sales client) 181,002 97292
Yukos Group (net of allowance for doubtful accounts of LTL 5,505 thousand and nil at December 31,2004 and December 31, 2003, respectively)* 15 2,011
Naftelf UAB 2,281 1113
Total accounts receivable from related parties, net 183,298 100,416
December 31, 2004 December 31, 2003
Accounts payable (including accruals) to related parties
Yukos Group (crude oil purchases, management fee, accrual for claim) 162,655 357,242
Petroval SA (crude oil purchases, commission fee and compensation of expenses) 27,593 56,228
Naftelf UAB 101 102

Total accounts payable (including accruals) to related parties 190,349 ARRY
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December 31,2004 December 31,2003

Advances received from related parties
Yukos Group - 1,380
Petroval SA - 25
Naftelf UAB - 64

Total advances received from related parties - 1,469

Accrued interest payable
Government of Lithuania 142 177

Total accrued interest payable 142 177
Total accounts payable to/advances received from related parties 190,491 415,218

December 31,2004 December 31,2003
Loans received from related parties
Government of Lithuania 732,285 798,045
Total loans received from related parties 732,285 798,045

Year ended December 31,

2004 2003
Sales of products and services to related parties
Petroval SA (acting as direct sales client) 307,820 -
Yukos Group 38,816 118,177
Naftelf UAB 34,604 23472
Interest on borrowings to related parties
Government of Lithuania 59,024 80,693
Yukos Group - 24,834
Crude oil and services purchases from related parties
Yukos Group (purchase of crude oil and management fee) 4,108,473 3,707,472
Petroval SA (commission fee and purchase of crude oil) 867,863 261,578

*Yukos 0il Company, Yukos International UK B.V., Yukos Finance B.V., Yukos Export Trade 000, Samaraneftegas OAO are treated as Yukos Group companies.
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