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AUDITOR’S REPORT TO THE SHAREHOLDERS OF MAEIKI  NAFTA AB

1. We have audited the accompanying consolidated balance sheet of Ma eiki Nafta AB (hereinafter “the
Company*) and its subsidiaries (together “the Group“) as at 31 December 2005 and the related
consolidated statements of income, cash flows and changes in equity for the year then ended. The
financial statements set out on pages 5 — 65 and the performance report set out on pages 66 — 69 are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audit and to assess whether the information disclosed in the
performance report is consistent with the financial statements.

2. We conducted our audit in accordance with International Standards on Auditing. Those Standards
require that we plan and perform the audit to obtain reasonable assurance 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. Our work with respect to the performance report was
limited to checking it within the aforementioned scope and did not include a review of any information
other than that drawn from the audited accounting records of the Company. We believe that our audit
provides a reasonable basis for our opinion.

3. In October 2005, the Group acquired subsidiary Maeiki Elektrin AB. Through this business
combination the Group acquired allowances to emit 2,651,020 tons of carbon dioxide in 2005 — 2007.
These allowances and the related liabilities for the actual emissions made until the date of acquisition
have not been recognised in the balance sheet of the Group. In accordance with International Financial
Reporting Standard No. 3 “Business Combinations” the acquirer shall, at the acquisition date, allocate
the cost of a business combination by recognising the acquiree’s identifiable assets, liabilities and
contingent liabilities at their fair values at that date. In our opinion, the Group should have recognised
the above allowances and related liabilities at the date of acquisition of subsidiary and subsequently
should have recognised liabilities and related expenses for the actual emissions of carbon dioxide made
between the date of acquisition and 31 December 2005. As a result, the Group’s total assets and
minority interest in the balance sheet as at 31 December 2005 should be increased by USD 65,182
thousand or LTL 189,694 thousand and USD 9,514 thousand or LTL 27,688 thousand respectively,
whilst profit for the year then ended should be increased by USD 55,415 thousand or LTL 159,097
thousand and minority interest in the income statement decreased by USD 253 thousand or LTL 734
thousand. In addition, in the financial statements presented in LTL the cumulative translation adjustment
should be increased by LTL 2,175 thousand.

4. In our opinion, except for the effect of the matter referred to in paragraph 3, the accompanying
consolidated financial statements give a true and fair view of the financial position of the Group as at
31 December 2005 and of the results of its operations and cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by the European Union.
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5. In addition, in our opinion, except for the effect of the matter referred to in paragraph 3, the
accompanying consolidated financial statements give a true and fair view of the financial position of the
Group as at 31 December 2005 and of the results of its operations and cash flows for the year then
ended in accordance with International Financial Reporting Standards as issued by the IASB.

6. We did not identify material inconsistencies in the performance report with the audited financial
statements.

On behalf of PricewaterhouseCoopers UAB

Christopher C. Butler Ona Armalien
Partner Auditor’s Certificate No.000008

Vilnius, Republic of Lithuania
20 April 2006



MA EIKI NAFTA AB

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

Consolidated balance sheet

ASSETS

Non-current asset:

Property, plant and equipment

Intangible assets

Goodwill

Investments in associates

Deferred income tax assets
Available-for-sale financial assets
Non-current receivables and prepayments

Current assets

Inventories

Trade and other receivables
Prepaid current income tax
Cash and cash equivale

Non-current assets classified as held for sale

Total asset:

EQUITY

Note

Capital and reserves attributable to equity holdersof the Company

Share capital

Share premium

Reserves

Cumulative translation adjustment
Retained earnings

Minority interest
Total equity

LIABILITIES
Non-current liabilities
Borrowings

Other non-current liabilities
Provisions for other liabilities and charges

Current liabilities

Trade and other payables

Current income tax liabilities

Borrowings

Provisions for other liabilities and charges

Total liabilities
Total equity and liabilities

As at 31 December 2005 As at 31 December 2004
UsD LTL UsD LTL
7 509,016 1,481,336 497,811 1,261,702
8 3,916 11,396 4,686 11,877
9 1,842 5,361 - -
10 1,262 3,672 1,336 3,386
20 20,891 60,798 16,644 42,184
1 3 20 51
11 27,997 1,478 9,522 24,135
564,92! 1,644,04. 530,01¢ 1,343,33!
12 257,119 748,268 193,846 491,302
13 144,607 420,836 , 1137 347,661
165 480 66 168
14 637,812 1,85€,164 393,71¢ 997,88:
1,C38,704 3,02E,74¢ 724,80 1,837,01;
953 2,773 267 677
1,04(,657 3,02¢,521 725,06¢ 1,837,68!
1,605,582 4,672,565 1,255,08! 3,181,02.
15 181,366 707,454 181,366 707,454
72,752 283,040 72,752 283,040
16 13,603 36,526 109 437
1,457 (30,716) 4,344 (211,052)
404,069 963,006 190,756 358,940
673,247 1,959,310 449,327 1,138,819
836 2,433 686 1,739
674,08: 1,961,74. 450,013 1,140,558
19 454,076 1,321,452 465,916 1,180,865
17 8,506 24,754 4598 12,634
21 3P2, 32,949 - -
473,904 1,379,155 470,901 1,193,499
18 396,028 1,152,495 9864, 671,561
36,879 107,325 285 135,053
19 9,812 28,555 11,953 30,294
21 874, 43,292 3,969 10,059
457,595 1,331,667 334,174 846,967
931,499 2,710,822 805,075 2,040,466
1,605,582 4,672,565 1,255,088 3,181,024

The General Director and the Chief Financial Offiapproved the consolidated financial statementpages 5 to 65 on 20

April 2006.
Paul Nelson English
General Director

Vita PetroSien

Chief Financial Officer

The notes on pages 10 to 65 are an integral pdnese consolidated financial statements.




MA EIKI NAFTA AB

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

Consolidated income statement

Sales

Cost of sales

Gross profit

Other income

Selling and marketing costs
Administrative expenses
Operating profit

Finance income

Finance costs

Share of profit/(loss) of associates
Profit before income tax
Income tax expense

Profit for the year

Attributable to:
Equity holders of the Company
Minority interest

Earnings per share for profit attributable to the
equity holders of the Company during the year
(expressed in USD or LTL per share)

— basic / diluted

The notes on pages 10 to 65 are an integral pdnese consolidated financial statements.

Year ended 31 December

2005 2004

Note USD LTL USD LTL
6 4,005,521 11,155,771 2,760,772 7,663,481
22 (3,336,777) (9,302,596)  (2,204,935) (6,124,239)
668,744 1,853,175 555,837 1,539,242

991 2,739 116 481
22 (206,075) (572,270) (163,127)  (451,661)
22 (83,352) (232,894) (71,411)  (196,845)
380,308 1,050,750 321,415 891,217

23 14,854 41,633 3,563 9,832
24 (31,840)  (88,257) (18,191) (51,249)
10 103 286 (163) (453)
363,425 1,004,412 306,624 849,347
25 (44,702) (118,698) (45,781)  (128,187)
318,723 885,714 260,843 721,160
319,478 887,764 261,103 721,883

(755) (2,050) (260) (723)
318,723 885,714 260,843 721,160
26 0.452 1.25¢ 0.36¢ 1.020




MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

Consolidated statement of changes in equity (in USD’000)

Minority ~ Total
Note Attributable to equity holders of the Company interest  equity
Statuto-
ry reva- Fair Cumulative
Share Share luation Legal value translation Retained
capital premium reserve reserve reserve adjustments earnings
Balance at 1 January 2004  5.2.1181,366 87,613 109 - 12 3,286 (85,208) 906 188,084
Changes in fair value of cash
flow hedges - - - - (779) - - - (779)
Transfer of accumulated loss on
cash flow hedges to income
statement - - - - 767 - - - 767
Currency translation differences - - - - - 1,058 - 40 1,098
Net income/(expenses)
recognised directly in equity - - - - (12) 1,058 - 40 1,086
Profit for the year - - - - - - 261,103 (260) 260,843
Total recognised income for
2004 - - - - (12) 1,058 261,103 (220) 261,929
Increase in retained earnings by
decreasing share premium 5.2.2 (14,861) - - - - 14,861 - -
Balance at 31 December 20045 1181,366 72,752 109 - - 4344 190,756 686 450,013
Balance at 1 January 2005 181,366 72,752 109 - - 4,344 190,756 686 450,013
Currency translation differences - - - - - (2,887) - 279 (2,608)
Net (expenses) recognised
directly in equity - - - - - (2,887) - 279 (2,608)
Profit for the period - - - - - - 319,478 (755) 318,723
Total recognised income for
2005 - - - - - (2,887) 319,478 (476) 316,115
Increase in share in subsidiary . ; ; ; . ; - (168) (168)
Minority interest arising on
business combinations 31 - - - - - - - 794 794
Transfer to legal reserve 16 - . - 13,494 - - (13,494) - -
Dividend relating to 2004 27 . ; ; ; . - (92,671) - (92,671)
Balance at 31 December 2005 181,366 72,752 109 13,494 - 1,457 404,069 836 674,083

The notes on pages 10 to 65 are an integral pdnese consolidated financial statements.




MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

Consolidated statement of changes in equity (in LTL’000)

Minority ~ Total

Note Attributable to equity holders of the Company interest  Equity
Statuto-
ry reva- Fair Cumulative

Share Share luation Legal value translation Retained
capital premium reserve reserve reserve adjustments earnings

Balance at 1 January 2004  5.2.1707,454 342,484 437 - 35 (114,802) (422,387) 2,50215,723
Changes in fair value of cash
flow hedges - - - - (2,272) - - - (2,272)

Transfer of accumulated loss on

cash flow hedges to income

statement - - - - 2,237 - - - 2,237
Currency translation differences - - - - - (96,250) - (40) (96,290)
Net (expenses) recognised

directly in equity - - - - (35) (96,250) - (40) (96,325)
Profit for the year - - - - - - 721,883 (723) 721,160
Total recognised income for

2004 - - - - (35) (96,250) 721,883 (763) 624,835

Increase in retained earnings by
decreasing share premium 5.2.2 (59,444) - - - - 59,444 - -

Balance at 31 December 20045 3 1707,454 283,040 437 - - (211,052) 358,940 1,739 1,140,558

Balance at 1 January 2005 707,454 283,040 437 - - (211,052) 358,940 1,739 1,140,558
Currency translation differences - - - - - 180,336 - 904 181,240
Net income recognised directly

in equity - - - - - 180,336 - 904 181,240
Profit for the period - - - - - - 887,764 (2,050) 885,714
Total recognised income for

2005 - - - - - 180,336 887,764 (1,146) 1,066,954
Increase in share in subsidiary _ . . - R - - (442) (442)

Minority interest arising on

business combinations 31 - - - - - - - 2,282 2,282
Transfer to legal reserve 16 . ; - 36,089 . - (36,089) . ;

Dividend relating to 2004 27 _ _ _ _ _ - (247,609) - (247,609)
Balance at 31 December 2005 707,454 283,040 437 36,089 - (30,716) 963,006 2,4331,961,743

The notes on pages 10 to 65 are an integral paéinesé consolidated financial statements.




MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

Consolidated cash flow statement

Year ended 31 December

2005 2004

Note uUsD LTL UsD LTL
Cash flows from operating activities
Cash generated from operations 28 495,986 1,538,651 318,211 880,592
Interest paid (28,356) (78,500) (26,385) (73,166)
Income tax paid (59,219) (170,057) (430) (1,196)
Net cash generated from operating activities 408,4 1,290,094 291,396 806,230
Cash flows from investing activities
Purchases of property, plant and equipment (39,04 (164,224) (27,445) (78,714)
Change in cash restricted for financing activities 14 11,205 28,399 12,341 36,637
Proceeds from sale of property, plant and equipment 514 1,414 2,749 7,512
Proceeds from sale of non-current assets classified
held for sale 210 587 - -
Purchases of intangible assets (905) (2,552) )(656 (1,817)
Proceeds from sale of available-for-sale finaraszlets 19 48 232 644
Interest received 14,854 41,723 3,563 9,832
Acquisition of subsidiary, net of cash acquired 31 (5,733) (16,466) - -
Acquisition of shares in subsidiary from minority 13 (208) (554) - -
Dividends received from associates - - 3 -
Other - - 13 44
Net cash used in investing activities (39,088) 1(625) (9,200) (25,862)
Cash flows from financing activities
Proceeds from borrowings 726 2,113 - -
Repayments of borrowings (15,387) (42,624) (13)15 (30,612)
Finance lease principal payments (331) (917) X476 (1,326)
Dividends paid to the Company’s shareholders 2.6 (247,592) - -
Contribution of minority shareholders to the share
capital of subsidiary 3 7 - -
Net cash used in financing activities (107,654) 89P13) (11,629) (31,938)
Net increase in cash and bank overdrafts 261,669 889,456 270,567 748,430
Cash and bank overdrafts at beginning of period 14 382,434 969,282 108,646 300,092
Exchange gains/(losses) on cash and bank overdrafts (6,290) (2,574) 3,221 (79,240)
Cash and bank overdrafts at end of period 14 637,813 1,856,164 382,434 969,282

The notes on pages 10 to 65 are an integral pdnese consolidated financial statements.




MA EIKI NAFTA AB

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

Notes to the consolidated financial statements

1. General information

Ma eiki

Nafta AB (hereinafter “the Company”) was origityaéistablished in 1980 to refine crude oil and markéned

oil products. In 1995, the Company was reorganised a public company following a partial privatigen by the
Company’'s employees. In 1998, the Company mergé# Biiting s Nafta AB, an oil terminal operator, and Naftotiek

AB, a pipeline operator.

The Company is a limited liability company incorptad and domiciled in Lithuania. The address ofdtgstered office is
Juodeikiai, LT-89467 Ma eiki raj., Lithuania.

The Company has its primary listing on the Viln&teck Exchange (Lithuania).

In May 2005, the previous shareholders of the Campéukos Finance B.V. transferred its shareholdmthe Company
to Yukos International UK B.V. As at 31 December020the Company’'s two primary shareholders were ‘uko
International UK B.V. (part of the Yukos Group) wi63.7 percent and the Government of the Repulbflicithuania
(hereinafter “the Government”) with 40.7 percensbéres. The remaining shares are widely held.

To the best of the knowledge of the Company’s mamamt Group MENATEP Ltd (GIB) is the ultimate pédref the
Group (as defined below).

The consolidated group

The consolidated group (hereinafter “the Groupsists of the Company and its nine subsidiariescaredassociate. The
subsidiaries and associate included in the Grougrsolidated financial statements are listed below:

Year of Group’s share (%) as at
Country of establishment| 31 December| 31 December

Subsidiary / associate incorporation /acquisition 2005 2004 Profile

Subsidiaries

Uotas UAB Lithuania 2002 100 100 The entity is unlibuidation
process.

Ventus Nafta AB Lithuania 2002 98.59 95.2 Retaiteffned oil products

Ma eiki Naftos Lithuania 2003 100 100 The Company’s sales

Prekybos Namai UAB commissioner in Lithuania

Mazeikiu Nafta Latvia 2003 100 100 Wholesale of refined oil praduc

Tirdcniecibas Nams SIA in Latvia

Mazeikiu Nafta Trading | Estonia 2003 100 100 Wholesale of refined oil paisiu

House OU in Estonia

Mazeikiu Nafta Trading | Poland 2003 100 100 Wholesale of refined oil prasiuc

House Sp.z.0.0. in Poland

Bir ietiSka Aib UAB Lithuania 1999 100 100 The entity was liquiethin
January 2006.

Juodeiki Nafta UAB Lithuania 1995 100 60 Filling of tankstlvoil products

Ma eiki Elektrin AB Lithuania 2005 85.72 - Manufacture, supply and
distribution of electricity and
thermal energy

Associates

Naftelf UAB Lithuania 1996 34 34 Sales of aviatimel and

construction of aviation fuel
storage facilities

10



MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

1. General information (continued)
Current situation at the Yukos Group

As a result of numerous claims issued by the Rossia authorities during 2003 and 2004, the Yukosup has been
placed in serious financial and operating diffimdt As a consequence as at the date of theseci@hatatements, the
Yukos Group is negotiating the sale of its shargingl in the Company. In addition to being the Comps major
shareholder, the Yukos Group has in the past lisendjor supplier of crude oil based on long teuppdy agreements.

(1) Sale of shares

In October 2005, the Netherlands court imposedrpteary freeze on Yukos International UK B.V.’s s#feolding in the
Company as security for claims received from theditors of the Yukos Group. In November 2005, tiistriction on
disposal of shares was abolished, which resultea iight to dispose of shares to an extent sughoda was without
prejudice to the interests of the Yukos Group doedi In December 2005, the Netherlands court@amat a group of
experts who will advice the court on the sale okda International UK B.V. assets, including its elding in the
Company. Yukos International UK B.V. expects tol she shares by itself. The Government has, acogrdd the
Investment Agreement, right of first refusal to ghase the shares owned by Yukos International UK 8nd according to
a law passed in November 2005 is authorized todutyyukos International UK B.V. 53.7 percent statkéghe Company
and to sell it on to another investor along witlatthalf of the state-owned 40.7 percent stakeredtly the Yukos Group
is negotiating with a number of potential purchasard the outcome of these negotiations is not know

(2) Supply of crude oil
In February 2005, the Yukos Group suspended crildeigplies to the Group.

However, management has taken steps to ensuretiiawty of supply by signing agreements with sevseparate oil
traders and 9 million tons of crude oil were daledto the refinery during 2005 (2004: 8.9 millimms). The management
plans that approximately 8.6 million tons will belidered to the refinery in 2006. Crude is beingrsed from three main
producers: Lukoil, TNK-BP and Tomksneft.

Although the Company has been successful in maingicrude oil delivery from other suppliers, thentpany is
dependent on receiving its crude oil deliveriesrfieipelines carrying oil through the Russian Fetilena A significant and
lengthy disruption of crude supply would have mateadverse effects on the Group’s financial positiresults of
operations and liquidity. However, the managemetitlbes that based on its actions and the Growgpgal, financing and
operating plans for 2006 there will be no mateadiverse impact on the Group of the operating diffies being
experienced by the Yukos Group.

2. Summary of significant accounting policies
2.1 Basis of preparation

These consolidated financial statements of the rbave been prepared in accordance with Interreti&mancial
Reporting Standards (“IFRS”) as adopted by the ge@o Union and International Financial Reportingn8ards issued by
the IASB and are covered by IFRS 1, First-time Adwopof IFRS. All International Financial Reportif8jandards issued by
the IASB and effective at the time of preparingstheonsolidated financial statements have beened ty the EU through
the endorsement procedure established by the Eamofemmission, with the exception of the Intern@ioAccounting
Standard IAS 39 "Financial Instruments: Recognitiod Measurement". Following recommendations frbenAccounting
Regulatory Committee, the Commission adopted Réguka2086/2004 and 1864/2005 requiring the us\8f39, minus
certain provisions on portfolio hedging of core dsits, by all listed companies from 1 January 2005.

Since the Group is not affected by the provisioegarding portfolio hedging that are not requiredtihy EU-endorsed
version of 1AS 39, the accompanying financial staats comply with both International Financial Rejngy Standards as
adopted by the European Union and Internationaiéral Reporting Standards issued by the IASB.

11



MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

2.1 Basis of preparation (continued)

Ma eiki Nafta AB consolidated financial statements wereppred in accordance with Accounting Principles eealty
Accepted in the United States of America (GAAP)iluBl December 2004. GAAP differs in some areasnfi&RS. In
preparing Ma eiki Nafta AB 2005 consolidated financial statementgnagement has amended certain accounting and
consolidation methods applied in the GAAP finansialtements to comply with IFRS. The comparatigarts in respect of
2004 were restated to reflect these adjustments.

Reconciliations and descriptions of the effectha transition from GAAP to IFRS on the Group’s égaind its net income
and cash flows are provided in Note 5.

The principal accounting policies applied in thepgaration of these consolidated financial statesnarg set out below. These
policies have been consistently applied to allyihars presented.

These consolidated financial statements have beepaped under the historical cost convention, aglifird by the
revaluation of available-for-sale financial assets.

The preparation of financial statements in confoymiith IFRS requires the use of certain criticat@unting estimates. It
also requires management to exercise its judgemethe process of applying the Group’s accountinticies. The areas
involving a higher degree of judgement or compigxidr areas where assumptions and estimates andicsigt to the
consolidated financial statements, are disclosédbite 4.

Early adoption of standards

The Group has elected to early adopt IFRS 5, NorentiAssets Held for Sale and Discontinued Opematand apply it to
non-current assets that meet the criteria to besifiad as held for sale and to operations that tineecriteria to be classified
as discontinued on or after 1 January 2004.

Standards, interpretations and amendments to pulidid standards that are not yet effective

Certain new standards, amendments and interpnesatioexisting standards have been published teathandatory fothe
Group’s accounting periods beginning on or aftdatuary 2006r later periods but which the Group has not eadgptec
as follows:

(a) 1AS 19 (Amendment), Employee Benefits (eféefitivn 1 January 2006)

The amendment to IAS 19 introduces an additionibogo recognise actuarial gains and losses arisirpostemploymer
defined benefit plans in full directly in retainedrnings in equity. It also requires new discloswaeout defined benefit ple
and clarifies accounting for a contractual agredmmstween a multi-employer plan and participatimgpyers. The
management of the Group believes that this amentdwi#mot significantly affect the consolidatedéincial statements.

(b) IAS 21 (Amendment), Net Investment in Foreigar&tion (effective from 1 January 2006)

Currently, IAS 21requires exchange differences arising on a moyetam that forms part of a reporting entity's
investment in a foreign operation to be recognisdihlly in a separate component of equity in gansolidatedinancia
statements, subject to certain conditions. The ae@nAS 21 removes these conditions and requiresgretion in equity
irrespective of the currency of the monetary itend @f whether the monetary item results from adgaation with th
reporting entity or with any of its subsidiarieheélmanagement believes that the amendment wiligatficantly affect thi
consolidated financial statemengd. the date of the issuance of these consolidatehéial statements this amendment
not adopted by the EU.

(c) IAS 39 (Amendment), Cash Flow Hedge Accoumtirfigprecast Intragroup Transactions (effective frbrdanuary 2006)

The amendment allows the foreign currency risk bighly probable forecast intragroup transactiomualify as ahedge
item in the consolidated financial statements, jgled that: (a) the transaction is denominated @umency other than t
functional currency of the entity entering intotthi@nsaction; and (b) the foreign currency risK affect consolidatd profi
or loss. This amendment is not relevant to the @aperations, as the Group does not haveinggroup transactions tl
would qualify as a hedged item in the consolidditegincial statements as at 31 December 2005 andl. 200

12



MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

2.1 Basis of preparation (continued)
(d) IAS 39 (Amendment), The Fair Value Option ¢ffe from 1 January 2006)

The amendment changes the definition of financiairuments classified at fair value through profitossand restricts tt
ability to designate financial instruments as dirthis categoryThe Group believes that this amendment shoulchaoe |
significant impact on the classification of finaalcinstruments, as the Group should be able to bomijth the amende
criteria for the designein of financial instruments at fair value throygiofit and loss. The Group will apply this amendt
from annual periods beginning 1 January 2006.

(e) IAS 39 and IFRS 4 (Amendment), Financial GueaiContracts (effective from 1 January 2006)

This amendment requires issued financial guarantether than those previously asserted by the etitipe insuranc
contractsto be initially recognised at their fair value, asubsequently measured at the higher of (a) thenarissed balanc
of the related fees received and deferred, andh@expenditure required to settle the outstandugranteeat the balanc
sheet date. Management considered this amendmbB&$t89 and concluded that it is not relevant & Group.

() IFRS 1 (Amendment), Firitne Adoption of International Financial Reportirgtandards and IFRS 6 (Amendme
Exploration for and Evaluation of Mineral Resourdeffective from 1 January 2006)

These amendments are not relevant to the Grougsbpns, as the Group &® not carry out exploration for and evalus
of mineral resources.

(9) IFRS 6, Exploration for and Evaluation of MiaéResource (effective from 1 January 2006)
IFRS 6 is not relevant to the Group’s operations.

(h) IFRS 7, Financial Instrunmts: Disclosures, and a complementary AmendmenA® 1, Presentation of Financ
Statements — Capital Disclosures (effective frahariuary 2007)

IFRS 7 introduces new disclosures to improve tHerimation about financial instruments. It requitde disclosure ¢
qualitative and quantitative information about esyp@ to risks arising from financial instrumentscliuding specifie
minimum disclosures about credit risk, liquiditgkiand market risk, including sensitivity analysisnarket risk. ti replace
IAS 30, Disclosures in the Financial Statement8afks and Similar Financial Institutions, and discire requirements
IAS 32, Financial Instruments: Disclosure and Pregton. The Amendment to IAS 1 introduces disaleswabout the level
of an entity’s capital and how it manages capifdle Group is currently assessing what impact the HeRS and th
amendment to IAS 1 will have on disclosures irfiitancial statement3.he Group will apply IFRS 7 and amendment to

1 from 1 January 2007.

() IFRIC 4, Determining whether an Arrangement @aimns a Lease (effective from 1 January 2006)

IFRIC 4 requires the determination of whether amragement is or contains a lease to be based osutts&ance of ti
arrangement. It requireen assessment of whether: (a) fulfilment of tharsgement is dependent on the use of a sp
asset or assets (the asset); and (b) the arrangeorareys a right to use the assetplementation of IFRIC 4 is not expec
to change the accounting for any of the Group’senirarrangements.

() IFRIC 5, Rights to Interests arising from Deawnissioning, Restoration and Environmental Rehatiitn Funds
(effective from 1 January 2006)

The Group does not have interests in decommisgipn@storation and environmental rehabilitationdsirnthereforéFRIC £
is not relevant to the Group’s operations.

(k) IFRIC 6, Liabilities arising from Participatingn a Specific Market —Waste Electrical and Electronic Equipm
(effective for annual periods beginning on or aftdbecember 2005)

IFRIC 6 is not relevant to the Group’s operations.

13



MA EIKI NAFTA AB
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2.1 Basis of preparation (continued)

() IFRIC 7, Applying the Restatement Approach und& 29 (effective for annual periods beginningasrafter 1 March
2006)

The interpretation clarifies application of IAS 29 iretheporting period in which hyperinflation is fiigientified. It states th
IAS 29 should initially be applied as if the econoims always been hyperinflationary. It furthearifles céculation o
deferred income taxes in the opening balance shstdted for hyperinflation in accordance with I88. IFRIC 7 is nc
relevant to the Group’s operations. At the datéhefissuance of these consolidated financial sttésrthis interpreteon
was not adopted by the EU.

(m) IFRIC 8, Scope of IFRS 2 (effective for anmpealods beginning on or after 1 May 2006)

The interpretation clarifies whether IFRS 2 appt@fransactions in which the entity cannot idgmsibecifically some oall of
the goods or services received. IFRIC 8 is notvegie to the Group’s operationét the date of the issuance of th
consolidated financial statements this interpretatiias not adopted by the EU.

(n) IFRIC 9, Re-assessment of embedded derivdgffestive for annual periods beginning on or aftefune 2006)

IFRIC 9 clarifies certain aspects of the treatn@inémbedded derivatives under IAS 39, Financiarimserts: Recognitio
and measurement. With certain exceptions, IAS g8iresembedded derivatives to be separately recogniseédreasure
when the entity first becomes a party to the camntrBhe IFRIC was asked whether the treatment afrabhedded derivati
has to be reassessed subsequently if certain evenits. IFRIC 9 corludes that reassessment is prohibited unless ibe
change in the terms of the contract that signifigamodifies the cash flows that otherwise would reguired under tt
contract, in which case reassessment is requifeRlC 9 does not address tlaequisition of contracts with embed:
derivatives in a business combination nor theirsjids reassessment at the date of acquisilibe.management of the Gre
believes that this interpretation will not sign#fittly effect the financial statements of the Grolipe Group will apply thi
interpretation from 1 January 2004t the date of the issuance of these consolidatexhtial statements this interpreta
was not adopted by the EU.

Endorsement by the European Union of certain ofaibeve nes or revised IFRSs effective on or after 1 Janu2096 i
pending. However, management decided to includethise IFRSs in the above disclosure becauseuttep@&an Union me
require their application to periods before theagadment. For example, IIKR2 was published in the Official Journal datt
July 2005, but the Journal stated that the standardd be applied to each financial year startingoo after 1 January 20(
This standard therefore had to be applied retrdisjedeto a period beginning before the date of@sdment.

2.2 Consolidation
(a) Subsidiaries

Subsidiaries are all entities over which the Grdws the power to govern the financial and operapalicies general
accompanying a shareholding of more than one Hfiaklfeovoting rights. The existence and effect of pidroting rights the
are currently exercisable or convertible are carsid when assessing whether the Group controlfi@nentity. Subsidiarir
are fully consolidated from the date on which contris transferred to the Group. They
deconsolidated from the date on which control cease

The purchase method of accounting is used to atdourthe acquisition of subsidiaries by the Grodjhe cost of &
acquisition is measured as the fair vatdi¢he assets given, equity instruments issuediabiities incurred or assumed at
date of exchange, plus costs directly attributabléhe acquisition. Identifiable assets acquired Babilities and continge
liabilities assumed in a businesmubination are measured initially at their fairues at the acquisition date, irrespective o
extent of any minority interest. The excess ofdabst of acquisition over the fair value of the Gutsushare of the identifiak
net assets acquired is recorded as goodwill. Ittst of acquisition is less than the fair valughef Goup’s share of the r
assets of the subsidiary acquired, the differemcedognised directly in the income statement K&we 2.6).

Inter-company transactions, bat@s and unrealised gains on transactions betweemp gcompanies are eliminat
Unrealised losses are also eliminated but considaneimpairment indicator of the asset transferfetounting policiesof
subsidiaries have been changed where necessargumeeconsistency with the policies adopted byGrmup.
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2.2 Consolidation (continued)
(b) Transactions and minority interests

The Group applies a policy of treating transactiaiith minority interests as transactions with pegtexternal tahe Grouy
Disposals to minority interests result in gains #&sbes for the Group that are recorded in themecstatement. Purcha
from minority interests result in goodwill, beinget difference between any consideration paid aadetlevant sharacquire
of the carrying value of net assets of the subsjidia

(b) Associates

Associates are all entities over which the Groug bmnificant influence but not control, generadgcompanying
shareholding of between 20% and 50% of the voilgts. Investments in associates are accountagsfogthe equity methc
of accounting and are initially recognised at cddte Group’s investment in associates includes gidbdnet of any
accumulated impairment loss) identified on acqiaisi{see Note 2.6).

The Group’s share of its associates’ pagfuisition profits or losses is recognised initleme statement, and its shar
post-acquisition movements in reserves is recodrirseeserves. The investment in an associatstialiy recognisedat cos
and the carrying amount is increased or decreasegtbgnise the Group’s share of the profit or lafsthe associate after 1
date of acquisition.When the Group’s share of losses in an associai@l®qr exceeds its interest in the asseciatcluding
any other unsecured receivables, the Group doesecognise further losses, unless it has incurfg@djations or mac
payments on behalf of the associate.

Unrealised gains on transactions between the Gaodpits associates are elimiedtto the extent of the Group’s interes
the associates. Unrealised losses are also eliminatless the transaction provides evidence ofrgrairment of the ass
transferred. Accounting policies of associates hasen changed where necessary taiensonsistency with the polic
adopted by the Group.

2.3 Segment reporting

A business segment is a group of assets and apesaihgaged in providing products or servicesdhatsubject to risks a
returns that are different from those ohet business segments. A geographical segmengéged in providing products
services within a particular economic environméiat is subject to risks and returns that are diffefrom those of segme
operating in other economic environments.

2.4 Foreign currency translation

(@) Functional and presentation currency

Items included in the financial statements of eatlthe Group’s entities are measured using theeogy of the primat
economic environment in which the entity ogtes (the ‘functional currency’). The functionakency of the Company is
US dollar (USD) as a significant portion of its mess is conducted in the US dollars and managenmssasg the USD
manage business risks and exposures and to messtoemance of the business.

The consolidated financial statements are preseimtddS dollars, which is the Company’s functionaldapresentatic
currency, and, due to the requirements of the lafvéhe Republic of Lithuania, Lithuanian Litas (LY¥lwhich is the
Company’s presentation currendyrom 2 February 2002 the exchange rate of thes lhites been pegged to the euro at ¢
of LTL 3.4528 = EUR 1. As at 31 December 2005 tkehange rate of US Dollar toithuanian Litas was USD 1 = L]
2.9102 (2004: USD 1 = LTL 2.5345).
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2.4 Foreign currency translation (continued)

The financial statements of the Group, preparetd$hdollars, the functional currency of the Compaanrg translated
presentation currency, Lithuanian Litas by usingqukerd exchange rate for translation of assets anditiabiand averac
exchange rate for the yefar translation of income and expenses (unlessahérage is not a reasonable approximation
cumulative effect of the rates prevailing on thengacion dates, in which case income and expenses argated at rat
prevailing at the dates of the transactions). Aulting exchange differences are recognised asulatire translatio
adjustments as a separate component of equity.

(b) Transactions and balances

Foreign currency transactions are translated mdfunctional currency using the exchange rategailieg at the dates of t
transactions. Foreign exchange gains and lossakingsfrom the settlement of foreign currency sastions and from tt
translation at year-end exchange rate of monetsgta and liabilities denominated in foreign cucies are recognised ihe
income statement, except when deferred in equitpuasifying cash flow hedges and qualifying netastment hedges.

Translation differences resulting from changeshie amortised cost of a debt security classifiecdaslable for sale a
recognised in profit or loss. Non-monetary finahaissets, such as equity securities, are not sutgezurrency tanslatior
Effect of exchange rate changes on fair value ofmonetary financial assets are recognised as painedair value gain
loss.

(c) Group companies

The results and financial position of all Groupites (none of which has thaurrency of a hyperinflationary economy)
have a functional currency different from the Comga functional currency USD being a presentatianr@ncy ar
translated into the presentation currency as falow

(i) assets and liabilities for each balance sheztgnted are translated at the closing rate atateeof that balance sheet;

(i) income and expenses for each income statermentranslated at average exchange rates (unlssavérage is not
reasonable approximation of the cumuwlateffect of the rates prevailing on the transactates, in which case income
expenses are translated at the dates of the ttaomsgc and

(iii) all resulting exchange differences are redegd as a separate component of equity (cumulawslation adjustment).

On consolidation, exchange differences arising ftbmtranslation of the net investment in subsidsaand of borrowing
and other currency instruments designated as hedgesh investments, are taken to shareholdertstyed/Vhen subsidiary
sold, exchange differences thag¢re recorded in equity are recognised in the ircstatement as part of the gain or los
sale.

Goodwill and fair value adjustments arising on #eguisition of a subsidiary are treated as asaetk liabilities of th
subsidiary and translated at the closing rate.

2.5 Property, plant and equipment

Property, plant and equipment is statgdcost less subsequent depreciation and impairrhand is shown at cost l¢
impairment. Historical cost includes expenditurattis directly attributable to the acquisition bétitems.

Subsequent costs are included in the asset's mgreynount or recognised as a separate asseppaspriate, only when it
probable that future economic benefissociated with the item will flow to the Groupdahe cost of the item can be meas
reliably. All other repairs and maintenance enarged to the income statement during the finhpeeod in which they a
incurred.
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2.5 Property, plant and equipment (continued)

Depreciation on assets, except for catalysts whrehdepreciated using the unit of output methodalsulated using tl
straight-line method to allocate the cost of eadeato its residual value over its estimated udiééy as follows:

— buildings 20-90 years
— oil refinery technological equipment 5-25 years
— oil refinery constructions 15-70 years
— oil terminal sea equipment 25 years

— vehicles 5-10 years
— railway transport 13-20 years
— engineering network and systems 4-50 years
— other property, plant and equipment 3-40 years

Property, plant and equipment include spare phaisdan only be used in connection with speciéimitof property, plant al
equipment.

Major renovations @ depreciated over the remaining useful life ef thlated asset or to the date of the next majarvation
whichever is sooner.

The assets’ residual values and useful lives aiewed, and adjusted if appropriate, annually aheear end.

An asset’s carrying amount is written down immesliato its recoverable amount if the assetsrying amount is greater tf
its estimated recoverable amount (see Note 2.7).

The carrying amount of an item of property, plantl @quipment is derecogei$ on disposal or when no future econc
benefits are expected from its use or dispdSalins and losses on disposals are determined bpararg proceeds wi
carrying amount. These are included in the incotatesent. The loss arising from the retieis included in the incor

statement when the asset is derecognised.

Borrowing costs incurred for the construction of gualifying assets are capitalised during theqkaf time that is require
to complete and prepare the asset for its intemdedOther borrowing costs are expensed.

2.6 Intangible assets

(@) Goodwiill

Goodwill represents the excess of the cost of auiaition over the fair value of the Group’s shafghe net identifiable
assets of the acquired subsidiary/associate adates of acquisition. Goodwill on acquisitions obsidiaries is presented
separately on the balance sheet. Goodwill on aitiguis of associates is included in the carryingugeof investments in
associates. Goodwill is tested annually and whenevents or changes in circumstances indicatettigatarrying amount
may not be recoverable for impairment and carrie¢ost less accumulated impairment losses. Impairrtesses on
goodwill are not reversed. Gains and losses omliggosal of an entity include the carrying amounga@odwill relating to

the entity sold.

Goodwill is allocated to cash-generating unitstfee purpose of impairment testing. The allocat®miade to those cash-
generating units or groups of cash-generating twhésare expected to benefit from the businessbawation in which the
goodwill arose. Each of those cash-generating uafisesents the Group’s investment by each primgpgrting segment
(Note 2.7).
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2.6 Intangible assets (continued)
(b) Patents and licences

Patents and licences include acquired patents ast ©of manufacturing technology used by the refinPatents and
licences are recognised at cost. They have a firsgful life and are carried at cost less accuradlamortisation less
impairment. Amortisation is calculated using theaight-line method to allocate the cost of pateuid licences over their
estimated useful lives (4 years).

(c) Computer software

Acquired computer software licences are capital@ethe basis of the costs incurred to acquirebaimg) to use the specific
software. These costs are amortised over thematdd useful lives (3 - 5 years).

Costs associated with developing or maintainingmater software programmes are recognised as amsxe incurred.
2.7 Impairment of non-financial assets

Assets that have an indefinite useful life are sudiject to amortisation and are tested annuallynfipairment and whene\
events or changes in circumstance indicate thatctieying amount may not be recoverable. Assets that aed t
amortisation are reviewed for impairment whenewamés orchanges in circumstance indicate that the carrgimgunt ma
not be recoverable. An impairment loss is recoghife the amount by wbh the asset's carrying amount exceed
recoverable amount. The recoverable amount is ifieeh of an asset’s fair value less costs to sl waluein use. For tt
purposes of assessing impairment, assets are gratbe lowest levels for whichdre are separately identifiable cash fl
(cash-generating units). Ndimancial assets other than goodwill that suffesadmpairment are reviewed for possible revi
of the impairment at each reporting date.

2.8 Financial assets

The Group classifies its financial assigtdhe following categories: financial assetsait 7alue through profit or loss, loe
and receivables, held-to-maturity investments, amdilable-forsale financial assets. The classification depenusthe
purpose for which the financial assets were acduimanagement intentiomsd whether the investment is quoted in an
market. Management determines the classificatiatsdfnancial assets at initial recognition aneeraluates this degnatior
at every reportig date, except for financial assets at fair vahreugh profit or loss. Reclassifications out ofioto this
category after initial recognition are prohibited.

(@) Financial assets at fair value through profit osk

This category has two sub-categories: financiattasseld for trading, and those designated aw&dire through profit or lo
at inception. A financial asset is classified iistbategory if acquired principally for the purpadeselling in theshort term or
so designated by management. Derivatamesalso categorised as held for trading unlessdhe designated as hedges. Ass
this category are classified as current assel®if are either held for trading or are expecteoetoealised withirl2 months ¢
the balance sheet date.

(b) Loans and receivabl

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thanatejuoted in an acti
market and with no intention of trading. They arelided in current assets, exceptrf@turities greater than 12 months afte
balance sheet date. These are classified as nmmtassets and are included in morrent receivables and prepayments it
balance sheet. Loans and receivables are incluadestie and other receivables in the balance sbeetNote 2.11).

(c) Held-to-maturity investments
Held-to-maturity investments are nderivative financial assets quoted in an active ketawith fixed or determinak

payments and fixed maturities that the Group’s rgameent has the positive intention and ability todhtd maturity. Th
Group did not hold any investments in this categhrsing the period.
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2.8 Financial assets (continued)
(d) Available-for-sale financial assets

Available-for-sale financial assets are raerivatives that are either designated in thisgmieor not classified in any of t
other categories. They are included in momrent assets unless management intends to disptise investment or investm
matures within 12 months of the balance sheetidatdich case they are included in current assets.

Regular way purchases and sales of investmentseaognised on trade-date — the date on which theugcommits tc
purchase or sell the asset. Investments are Ipitietognied at fair value plus transaction costs for alaficial assets r
carried at fair value through profit or loss. Finl assets carried at fair value through prafitogs are initially recognised
fair value and transaction costs are expenselénncome statement. Investments are derecogniked the rights to recei
cash flows from the investments have expired oehseertransferred and the Group has transferred subaligrail risks an
rewards of ownership. Available for-sale finan@abets and financial assets at fair value througjit pr loss are subsequer
carried at fair value. Loans and receivables ard-foematurity investments are carried at amortised aestg the effectiv
interest method.

Gains or losses arisingofim changes in the fair value of the ‘financial éssa fair value through profit or loss’ categ:
including interest and dividend income, are presgi the income statement within ‘other (lossesifg —net’ in the perio
in which they arise.

Changes in the fair value of debt securities denated in a foreign currency and classified as ak&Horsale are analys
between currencyranslation differences resulting from changesimmortised cost of the security and other changebe
carrying amount of the security. The currency tiaien differences & recognised in profit or loss. Interest income
available-forsale securities calculated using the effectiver@stemethod is recognised in the income statenidwvidends ol
available-forsale equity instruments are recognised in the imcatatement when the Group’s right to receive paysne
established. All other changes in the fair valuenohetary securities classified as available-fde-age recognised in equity.

When securities classified as availabledate are sold or impaired, the accumulated faivevadjustments recognisec
equity are included in the income statement asigyand losses from investment securities’.

The fair values of quoted investments are basecument bid prices. If the market for a financiaket is not active (and for
unlisted securities), the Group establishes faluevdoy using valuation techniques. These include ube of recent arm’'s
length transactions, reference to other instrumtih@sare substantially the same, discounted dashénalysis, and option
pricing models making maximum use of market in@utd relying as little as possible on entity-spedifputs.

The Group assesses at each balance sheet datemthetteis objective evidence that a financial asset oroag of financie
assets is impaired. In the case of equity secsirii@ssified as available for sale, a significanpmlonged decline in the f
value of the security below its cost is consideasdan indicator thahe securities are impaired. If any such evidendsts fo
available-for-sale financial assets, the cumulaidgs —measured as the difference between the acquisitishand the curre
fair value, less any impairment loss on that finalnasset previously recognised in profit or losis femoved from equity a
recognised in the income statement. Impairmeneescognised in the income statement on equitsuments are not revers
through the income statement. If, in a sdugent period, the fair value of a debt instrunmdassified as available for s
increases and the increase can be objectivelyetktatan event occurring after the impairment l@as recognised in profit
loss, the impairment loss is reversed, with the amof the reversal recognised in income statemengairment testing
trade receivables is described in Note 2.11.

2.9 Derivative financial instruments and hedging divities

Derivatives are initially recognised at fair valoa the date a derivative contract is entered imd ae subsequen

remeasured at their fair value. The method of reisdgg the resulting gain or loss depends on whetthe derivative i

designated as a hedging instrument, and if sopahére of the item beg hedged. The Group designates certain derivadi

either: (1) hedges of the fair value of recogniasdets or liabilities or a firm commitment (failue hedge); (2) hedges of
particular risk associated with a recognised amskability or a highly probable forecast transant (cash flow hedge); ¢8)

hedges of a net investments in a foreign operdtiehinvestment hedge).

19



MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

2.9 Derivative financial instruments and hedging dtvities (continued)

The Group documents at the inceptiorntlté transaction the relationship between hedgistruments and hedged items
well as its risk management objectives and strafegyndertakingsarious hedge transactions. The Group also docusnite
assessment, both at hedge inception and on gmiranbasis, of whether the derivatives that asglus hedging transactic
are highly effective in offsetting changes in failues or cash flows of hedged items.

The fair value of a hedging derivative is classifes a non-current asset or liability if the rermmagrmaturityis more than 1
months, and as a current asset or liability, iffrds@aining maturity is less than 12 months. Tradlagvatives are classifi
as a current asset or liability.

(a) Fair value hedge

Changes in the fairalue of derivatives that are designated and qualifyfair value hedges are recorded in the in
statement, together with any changes in the fdirevaf the hedged asset or liability that are laditible to the hedged risk.

If the hedge no longer meets the criteria for healgeounting, the adjustment to the carrying amadfra hedgedtem fol
which the effective interest method is used is dis®dl to profit or loss over the period to maturity

(b) Cash flow hedge

The effective portion othanges in the fair value of derivatives that agsighated and qualify as cash flow hedge:
recognised in equity. The gain or loss relatintheineffective portion is recognised immediatelfhe income statement.

Amounts accumulated in equity are recycled in ttomine statement in the periods when the hedgedaitierctsprofit or los:
(for instancewhen the forecast sale that is hedged takes)pldogvever, when the forecast transaction thaeigled results
the recognition of a non-financial asset (for exeEmmventory) or a non-financidiability, the gains and losses previot
deferred in equity are transferred from equity arduded in the initial measurement of the costhefasset or liability.

When a hedging instrumenkpres or is sold, or when a hedge no longer m#wedscriteria for hedge accounting, .
cumulative gain or loss existing in equity at thiate remains in equity and recognised when the forecast transactit
ultimately recognised in the income statnt. When a forecast transaction is no longer@gpeto occur, the cumulative g
or loss that was reported in equity is immediatedysferred to the income statemdfithe hedge no longer meets the crit
for hedge accounting, the adjustmentite carrying amount of a hedged item for whicheffective interest method is us
is amortised to profit or loss over the period tatunity.

c¢) Derivatives that do not qualify for hedge accougtin

Certain derivative instruments do not qualify fadige accounting. li&anges in the fair value of any derivative instrate
that do not qualify for hedge accounting are recsgghimmediately in the income statement.

2.10 Inventories

Inventories are stated at the lower of cost orealisable value. Cost is determined using the-ffirsfirst-out (FIFO) methot
The cost of finished goods and work in progressprisas raw materials, direct labour, other diredts and related product
overheads (based on normal operating capacitgkcludes borrowing costs. Net realisable valubésestimated selling price
the ordinary course of business, less applicabialvia selling expenses.
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2.11 Trade receivables

Trade receivables are recognised initially at f@ilue of the amount receivabdsd subsequently measured at amortisec
using the effective interest method. Amortised é@she amount at which the receivable was recegni initial recognitio
minus principal repayments, plus accrued inte@sd, minus any write-down for impairmewrt.provision for impairment «
trade receivables is established when there isctiogeevidence that the Group will not be able tdiect all amounts dt
according to the original terms of the receivab&gnificant financial difficultieof the debtor, probability that the debtor-
enter bankruptcy or financial reorganisation, aefadlt or delinquency in payments are considereitators that the tra
receivable is impaired. The amount of the provis®the difference between thsset's carrying amount and the present:
of estimated future cash flows, discounted at ffective interest rate. The amount of the provisenecognised in thimcome
statement within “administrative expenses”.

2.12 Non-current assets classified as held for sale

Non-current assets are classified as assets heldléoasa stated at the lower of carrying amount andvalue less costs to se
their carrying amount is recovered principally thgh a sale transaction rather than throaghontinuing use. The Grc
measures non-current assets classified as heddlfoat the lower of the carrying amount and falue less costs to sell.

The Group early adopted IFRS 5 from 1 January 2¥dre its affective date on 1 January 2005speatively in accordan
with the standard’s provisions. N@mirent assets held for sale represent propegwt phd equipment. Management expect:
the carrying amount of these assets will be re@mverincipally though sale rather than continuirlsg. Under previous GA/
these assets were classified as inventory undeerduassets. Refer to Note 5.2.3 for adjustmemtenta transition to IFR
There was no difference in measurement for noreatirassets held for sale or inventory. The apjptinadf IFRS 5 does n
impact on the comparatives other than a chandeipriesentation on the balance sheet.

2.13 Cash and cash equivalents

For the purposes of the cash flow statement cagltash equivalents include cash in hand, depositsahcall with banks ar
other short-termhighly liquid investments with original maturitiesf three months or less, and bank overdrafts.
overdrafts are shown within borrowings in curreabilities on the balance sheet.

2.14 Share capital

Ordinary shares are classified as equity.

2.15 Borrowings

Borrowings are recognised initially at fair valuget of transaction costs incurred. Borrowings sumbsequently stated
amortised cost; any difference between the amauinital recognitionand the redemption value is recognised in the i
statement over the period of the borrowings udiegeffective interest method.

Borrowings are classified as current liabilitiedass the Group has an unconditional right to deé&tlement of thdiability
for at least 12 months after the balance sheet date

2.16 Deferred income tax

Deferred income tax is provided in full, using thedance sheet liability method, on temporary défeesarising between tl
tax bases of assets and liabilities and their cagrgmounts in the consolidated financial stateseidbwever, e deferre
income tax is not accounted for if it arises frantial recognition of an asset bability in a transaction, other than a busir
combination, that at the time of the transactidiecs$ neither accounting nor taxable profit or loss. Defé income tax
determinedusing tax rates (and laws) that have been enactedbstantially enacted by the balance sheet dat@ e expectt
to apply when the related deferred income tax assetlised or the deferred income tax liabilgysettled.

21



MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

2.16 Deferred income tax (continued)

The nonmonetary assets and liabilities of the Group aragueed in its functional currency USD, and the Canys taxabl
profit and, hence, the tax base of its moanetary assets and liabilities, is determinedTih.LChanges in the exchange
give rise to temporary differences that result ireeognition of deferred tax liability or asset.eTtesulting deferred tax
charged or credited to income statement.

Deferred income tax assets are recognised to ttemtethat it is probable that future taxable profil be available again
which the temporary differences can be utilised.

Deferred income tax is providexh temporary differences arising on investmentsubsidiaries and associates, except v
the timing of the reversal of the temporary diffeze is controlled by the Group and it is probahbg the temporary differen
will not reverse in the foreseeable future.

2.17 Employee benefits
(a) Long-term employee benefits

Some Group companies provide bonuses and paid leatieeir employees based on the years of servibe. liability
recognised in the balance sheet in respect of temg-employedenefits is the present value of the defined htaoklfigation a
the balance sheet date. The defined benefit oliyad calculated at each balance sheet batactuaries using the projec
unit credit method. The present value of the deffibenefit obligation is determined lyscounting the estimated future ¢
flows using interest rates of government bonds dhatdenominated in the currency in which the heneill be paid, andha
have terms of maturity approximating to the terrihthe related liability.

Actuarial gains and losses are recognised immdgiated no “corridor” is appliedAll past service costs are recogni
immediately.

(b) Profit-sharing and bonus plans

The Group recognises a liability and an expensédnmuses and profitharing where contractually obliged or where thsra
past practice that has created a constructive atiiy

(c) Other employee benefits

Wages, salaries, contributions to the state sdamsairance funds, paid annual leave and sick leevacxrued in the year
which the associated services are rendered bynipdogees of the Group.

2.18 Provisions

Provisions for environmental restoration, restrtiog costs and legal claims are recognised wlhigs:Group has a pres
legal or constructive obligation as a result oftga®nts; it is morékely than not that an outflow of resources widl kequire
to settle the obligation; and the amount can hablgl estimated. Provisions are not recognisediuture operating losses.

Provisions are measured at the present value apenditures expected to be required to settlebligation using a préax
rate that reflects current market assessmentsdfrtie value of money and the risks specific toahkgation. The inease i
the provision due to passage of time is recograseidterest expense.
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2.19 Revenue recognition

Revenue comprises the fair value of the consideratceived or receivable for the sale of goods samlices, net of value-
added tax, rebates and discounts and after elimgaales within the Group. Revenue is recogniseidliows:

(a) Sales of goods

Sales of goods are recognised when the risk ofdbss damage to the goods, as well as any additioosts due to evel
occurringafter the time the goods have been deliveredda#nrier or to a specified destination, is tramsfi from the Grot
to the buyer in accordance with the standardiseshsteand conditions of sale (Incoterms) agreed wlhigh buyer, ar
collectability of the related receivables is reasuy assuredExcise taxes collected by the Group on behalhefdtate a
excluded from sales revenue.

(b) Sales of services

Sales of services are recognised in the accoupgnigd in which the services are demned, by reference to completion of
specific transaction assessed on the basis otthalaervice provided as a proportion of the tegalices to be provided.

(c) Interest income

Interest income is recognised on a time-proportiasis usig the effective interest method. When a receivablienpaired
the Group reduces the carrying amount to its reedole amount, being the estimated future cash dmeounted at origin
effective interest rate of the instrument, and ica@s unwinding the discount as interest income.

2.20 Leases — the Group is the lessee

Leases of property, plant and equipment where tteu has substantially all the risks and rewardowhership are
classified as finance leases. Finance leases piltsed at the lease’s commencement at the |loivéne fair value of the
leased property or the present value of the minineese payments. Each lease payment is allocateedxe the liability
and finance charges so as to achieve a constemymahe finance balance outstanding. The correipgmental obligations,
net of finance charges, are included in long-teayaples except for instalments due within 12 moathigh are included in
current liabilities. The property, plant and equgmacquired under finance leases is depreciated the shorter of the
asset’s useful life and the lease term.

Leases where the lessor retains substantiallyhallrisks and rewards of ownership are classified@erating leases.
Payments made under operating leases are chargbhd tocome statement on a straight-line basis twermeriod of the
lease.

2.21 Dividend distribution

Dividend distribution to the Company’s shareholdisrsecognised as a liability in the Group’s finehcstatements in ti
period in which the dividends are approved by tbenGany’s shareholders.

2.22 Emission rights

The Group participates in a carbon dioxide captesntle scheme. It is set a target to reduce itsstonis of carbon dioxide
a specified level (the cap). The Groispissued allowances equal in number to its caphbyGovernment. Allowances .
issued free of charge.

The Group measures both emission allowances angrigment grant at a nominal amount, i.e. zero. Agah@missions a
made, a liability is reagnised for the obligation to deliver allowancesaHilities to be settled using allowances on hare
measured at the carrying amount of those allowar®g excess emissions are measured at the maaiket wf allowance
at the period end.
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2.23 Government grants

Monetary gants from the government are recognised at tla@irvhlue where there is a reasonable assurantéhtharar
will be received and the Group will comply with alitached conditions. Non-monetary government grarg recgnised &
their nominal amount.

Government grants relating to costs are deferredracognised in the income statement over the gargzessary to mat
them with the costs that they are intended to cosgte.

2.24 Trade and other payables

Trade payables and other payables are accrued whesotimerparty performed its obligations under tbatact and a
carried at amortised cost using the effective egemethod.

2.25 Compound financial instruments

The Group - the issuer of a non-derivative finahitiatrument -evaluates the terms of the financial instrumerdetermini
whether it contains both a liability and an equigmponentThe Group recognises separately the componentdioamrcia
instrument that (a) creates a financial liabilifyttoe Group and (b) grants an option to the hotdfeheinstrument to conve
it into a fixed number of equity instruments of t¥oup at a fixed price Classification of the liability and equ
components of a convertible instrument ég revised as a result of a change in the likelthti@at a conversion option will
exercised, even when exercise of the option magapim have become economically advantageous te $mhders. Tr
Group’s contractual obligation to make future pagteeremains outstanding until it is extinguished tiglo conversiol
maturity of the instrument or some other transactig/hen the initial carrying amount of a compotindncial instrument
allocated to its equity and liability components equity canponent is assigned the residual amount after dieduitom the
fair value of the instrument as a whole the ammegarately determined for the liability componerithe value of ar
derivative features embedded in the compound fimhriostrument othethan the equity component is included in
liability component. The sum of the carrying amisuassigned to the liability and equity compon@mtsnitial recognition i
always equal to the fair value that would be asatilto the instrument as a wholdNo gain or loss arises from initis
recognising the components of the instrument ségstra

3. Financial risk management
3.1 Financial risk factors

The Group’s activities expose it to a variety ofaficial risks: market risk (including currency rigkir value interest rate ri
and price risk), credit risk, liquidity risk andstaflow interest rate risk. The Groupiserall risk management prograrr
focuses on the unpredictability of financial maskahd seeks to minimise potential adeeeffects on the Group’s financ
performance. From time to time the Group may usealéve financial instruments to hedge certaik Bxposures.

Risk management is carried out by the Companyastrgy department under policies approved by thedofDirectors. Th
Board provides written principles for overall righanagement, as well as written policies coveringcifig areas, such
foreign exchange risk, interest rate risk, credik,ruse of derivative financial instruments anch+ulerivative finacial
instruments, and investment of excess liquidity.

(@) Market risk

() Foreign exchange risk

The Group operates internationally and is exposddreign exchange risk arising from various cucseaxposures, primay
with respect to the Polish Zloty and LithuanianakitForeign exchange risk arises from future commercaisaction:

recognised assets and liabilities and net investsriarforeign operations.

In 2004, the Group introduced a foreign currensk ranagement stegyy that utilises derivatives to reduce its expesc
unanticipated fluctuations in cash flows deriveshirsales to Poland caused by changes in foreigeray exchange rates.
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3.1 Financial risk factor (continued)

The Group uses forward and options contrdotamanage their foreign exchange risk arising friuture commerci
transactions, recognised assets and liabilitiesei§o exchange risk arises when future commerciadsactionsrecognise
assets and liabilities are denominated in a cuyrémat is not the entity’s functional currency.

(i) Price risk
The Group occasionally enters into commodity swatracts to reduce risk relating to the price \itityat
(b) Credit risk

Financial instruments that potentially subjétd Group to a concentration of credit risk cangigcipally of temporary ca:
investments and accounts receivable.

The Group restricts placement of cash investmenfieancial institutions evaluated as highly creditthy.

Concentrations of @iomers in the oil industry may impact the Groupverall exposure to credit risk, as these custa
may be similarly effected by the changes in ecowoounditions. The Group has procedures in placensure on
continuous basis that sales are madeustomers with an appropriate credit history anchdt exceed an acceptable cr
exposure limit established by the management. Kemant believes that there is no significant rikoss to the Grot
beyond the provisions already established.

(c) Liquidity risk

Prudent liquidity risk management implies maintagnisufficient cash, the availability of funding dkugh an adeque
amount of committed credit facilities. The Groumaito maintain flexibility in funding by keeping mmnitted credit ines
available.

(d) Cash flow and fair value interest rate risk

The Group’s income and operating cash flows aretanlially independent of changes in market inter@gs. The intere
rates of finance leases to which the Group is &sse fixedat inception of the lease. These leases exposérihgp to fai
value interest rate risk. The Group’s cash flow &idvalue interest rate risk arises from Iaegm borrowings. Borrowiny
issued at variable rates expose the Group to ¢ashiriterestrate risk. Borrowings issued at fixed rates expbseGroup t
fair value interest rate risk.

(e) Risk of dependency on the Yukos Group

In 2005, themajority of sales of refined oil products, excemt lomestic sales and sales to Latvia, Estan Poland we
made through sales commissioner Petroval PTE (2@0®4: Petroval SA), an entity related to the Yaikaroup (Note 3R
In 2003 - 2004 therukos Group was also the major supplier of crudetmithe Group. Therefore, negative change
relationships with thérukos Group could have an adverse impact on theatipas of the Group. Management actior
order to reduce the dependency on the Yukos Grmupuanmarised in Note 1.
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3.2 Fair value estimation

The fair value of financial instruments traded ativie markets (such as trading and availableste securities) is based
guoted market prices at the balance sheet dédte.quoted market price used for financial assetd hy the Group is tl
current bid price.

The fair value of financial instruments that ar¢ traded in an active market (for example, overdbenter derivatives)
determined by using valuation techniques. The Grosgs a variety of methods and makes assumptiansath based
market conditions existing at each balance sheet Qaoted market prices or dealer quotes for similatruments are us
for longterm debt. Other techniques, such as estimatedutited cash flows, are used to determine fair véduethe
remaining financial instruments. The fair valueirdErest rate swaps is calculated as the preséum ghthe estimated futu
cash flows. The fair value of forward foreign exaba contracts is determined using qudigadvard exchange rates at
balance sheet date.

The nominal value less impairment provision of &radceivables and the nominal value of accountslgayis assumetb
approximate their fair values. The fair value ofaincial liabilities for disclosure purposes is mstied by discounting t
future contractual cash flows at the current mairkietrest rate that is available to the Group fonilar financial instruments.

4. Critical accounting estimates and judgements

Estimates and judgements are continually evaluatetl are based on historical experience and otltorfa including
expectations of future events that are believduktoeasonable under the circumstances.

4.1 Critical accounting estimates and assumptions

The Group makes estimates and assumptions congeirenfuture. The resulting accounting estimatdl tw definition,
seldom equal the related actual results. The etsgnand assumptions that have a significant riskapising a material
adjustment to the carrying amounts of assets ahdities within the next financial year are dissed below.

(@) Income taxes

The Investment Agreement, signed between the Coynphae Government and Williams International Compéeplaced

by Yukos Finance B.V.) guaranteed that startingnfre® October 1999 the corporate income tax ratgalpa by the

Company will not be increased for the period ofyg@rs. If the Government fails to ensure for astidar a period of 10
years application of the above conditions, the Gawent shall be responsible for and shall indemaifg hold harmless
the Company from any and all losses, liabilitiesl @xpenses incurred or sustained by the Comparyrasult of such
failure. Uncertainties relating to the applicatiohthe provisions of Investment Agreement basedhen Constitutional

Court decision are described in Note 29.

Deferred income tax is determineging tax rates that are expected to apply wherrelated deferred income tax assi
realised or the deferred income tax liability istlsel. Expected tax rates are based on the tax stability guaranteed ithe
Investment Agreement. If the Investment Agreemsitéiminated as a result of changes in the shatetsobf the Company,
the termination of the Investment Agreement wilpawt the deferred tax in the period in which theeBiment Agreement
terminated. Deferred tax assets amounted to US892Ghousand or LTL 60,798 thousand as at 31 Deeeg{05.

(b) Reimbursement for environmental obligations

In the production process the oil refinery causastamination. A provision amounting to USD 10,8Bdusand or LT
31,449 thousand was recognised as at 31 DecembBrf@0the totaktosts to be incurred for the treatment of the evagtict
was accumulated before 1999. The Group recognisiaded reimbursement for environmental obligatiassareceivabl
from the Government (Note 11) because accordingh®o Investment Agreement signed between the Comptim
Government and Williams International Company @ept by Yukos Finance B.V.) the Government comuhiitself to
compensate all losses to the strategic investor taedCompany incurred before the privatisatidéinthe Investmer
Agreement is terminated as a result of changefénshareholders of the Company, this nrapact the reimburseme
receivable from the Government.
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4.1 Critical accounting estimates and assumptionggntinued)
(c) Accounts receivable from sales commissioner

In 2005, themajority of sales of refined oil products, except dlomestic sales and sales to Latvia, EstoniaPartand vere
made through sales commissioner Petroval PTE, tity eelated to therukos Group. Trade receivables from Petroval
amounted to USD 52,187 thousand or LTL 151,875 ¢hnd as at 31 December 2005 (Note 3®)gative changes
relationships with thérukos Group could have an adverse impact on thevezability of receivables. The managen
believes that all receivables outstanding will bbected.

4.2 Critical judgements in applying the Group’s acounting policies
(a) Accounting for pipeline fill

The Group recognises pipeline fill representingderwil which is in the pipe connecting the refinand B ting import-
export oil terminal as property plant and equipmdiite Group uses the pipeline to transport crutiéelonging to third
parties. According to the technical specificati@fissquipment, there must be always certain levadratie oil in the pipe
which belongs to the Group, although transportédeliongs to third parties. The Group has classiffee pipeline fill as
property, plant and equipment because the manadeshéite Group believes that this crude oil will bsed for more than
one year and its balance in tons does not chamfjel@es not impact cost of sales. Pipeline filleépiciated to its residual
value which is equal to the crude oil market pateach balance sheet date. Pipeline fill is tefstednpairment annually.
The balance of pipeline fill amounted to USD 8,%3@usand or LTL 24,829 thousand as at 31 Decentif#s.2

(b) Accounting for carbon dioxide emission rights

The Group participates in a carbon dioxide capteatdie scheme. It is set a target to reduce itsstomis of carbon dioxide
to a specified level (the cap). The Group is issalemlvances equal in number to its cap by the Guwent. Allowances are
issued free of charge. The Group measures bothsimiallowances and government grant at a nomimaluat, i.e. zero.

As actual emissions are made, a liability is recsgphfor the obligation to deliver allowances. hildies to be settled using
allowances on hand are measured at the carryingiatned those allowances, i.e. zero. Any excess €ons are measured
at the market value of allowances at the period &@hagement judges that this policy helps to awadme statement
volatility related to the different measurementdsasind the timing of recognition of the emissiaghts asset and the
liability arising from the emission of pollutant§he market value of remaining unused carbon dioxiitevances of the

Group amounted to USD 182,203 thousand or LTL 58DtAousand as at 31 December 2005.

(c) Accounting for capital investment relief

According to the Investment Agreement signed orO28ber 1999 between the Company, the Governmehiiliams
International Company (from 19 September 2002 pealeby Yukos Finance B.V.), the Company can rediscéaxable
profits by the capital investment relief. The Iniaent Agreement guarantees that starting from 2®ligc 1999 for a
period of 10 years the portion of taxable profittlid Company utilised for investment in propertignp and equipment is
taxed at a corporate profit tax rate of O percAbhthe end of the reporting period the Group redsem capital investment
relief in the income statement by reducing taxaistits and corresponding income tax expenses.rngutie year ended 31
December 2005 the Group reduced its income taxresgseby the capital investment relief of USD 4,8%51sand or LTL
12,438 thousand (Note 25).

5. Transition to IFRS

5.1 Basis of transition to IFRS

5.1.1 Application of IFRS 1

The Group’s financial statements for the year egndih December 2005 are the first annual finant¢&kments that comply

with IFRS. These financial statements have beepaped as described in Note 2.1. The Group haseaplRS 1 in preparing
these consolidated financial statements.
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5.1 Basis of transition to IFRS (continued)

The Group’s transition date is 1 January 2004 hatkfore the Group prepared its opening IFRS balasheet at that date. The
reporting date of these consolidated financiakstaints is 31 December 2005. The Group’s IFRS amopiate is 1 January
2005.

In preparing these consolidated financial statesienaccordance with IFRS 1, the Group has apfiiednandatory exceptions
and certain of the optional exemptions from fultaspective application of its IFRS accounting giek.

5.1.2Exemptions from full retrospective application —eslted by the Group

The Group has elected to apply the following oml@xemptions from full retrospective applicatidrite accounting policies.

(a) Business combinations exemption

The Group has applied the business combinationsgti@n in IFRS 1. It has not restated business @aatibns that took
place prior to the 1 January 2004 transition date.

(b) Employee benefits exemption

The Group does not have defined employee benefitsplor which the “corridor” approach is appliedistexemption is not
applicable.

(c) Compound financial instruments exemption

The Group has applied the compound financial insénts exemption and aggregated the original eaquitgponent with
retained earnings.

(d) Assets and liabilities of subsidiaries, asst&saand joint ventures exemption

This exemption is not applicable, as the use ofetteamption is made at the level of the subsidiasgociate or joint venture
that adopts IFRS later than its parent company.

(e) Exemption from restatement of comparative$A8r32 and IAS 39.

Previous GAAP was similar to IFRS in treatment efidatives, financial assets, financial liabilitesd hedging relationships.
As a result the Group has not applied the exemffitton restating the 2004 comparatives for effe€i®\8 32 and IAS 39.

(f) Designation of financial assets and financiabilities exemption

The Group reclassified various securities as aviai#or-sale investments and as financial assdtsratalue through profit and
loss.

(g) Share-based payment transaction exemption

The Group does not have share plans and sharenqgés, therefore this exemption is not applicable
(h) Insurance contracts exemption

The Group does not issue insurance contractsexiisiption is not applicable.

The following optional exemptions were not applgdthe Group:

- Fair value as deemed cost exemption;
- Cumulative translation differences exemption.
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5.1 Basis of transition to IFRS (continued)

5.1.3 Exceptions from full retrospective applicatidollowed by the Group

The Group has applied the following mandatory efoep from retrospective application.
(a) Derecognition of financial assets and liabdiiexception

Financial assets and liabilities derecognised keforJanuary 2004 are not re-recognised under IFR&.Group had no
financial assets and liabilities derecognised sindanuary 2004 that do not meet the IAS 39 deréthog criteria.

(b) Hedge accounting exception

Management has claimed hedge accounting from 1ada2004 only if the hedge relationship meetstad hedge accounting
criteria under IAS 39. No differences in hedge aoting exist between previous GAAP and IFRS for@neup.

(c) Estimates exception

Estimates under IFRS at 1 January 2004 and 31 DmreP004 should be consistent with estimates madthé same date
under previous GAAP, unless there is evidencethiuge estimates were in error. Estimates madeeb@thup under previous
GAAP at 1 January 2004 and 31 December 2004 amgstent with estimates under IFRS.

(d) Assets held for sale and discontinued operatexteption

Management applies IFRS 5 prospectively from 1 dgn004, see Note 2.12.
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5.2 Reconciliations between IFRS and GAAP

The following reconciliations provide a quantificat of the effect of the transition to IFRS. Thddwereconciliations provide
an overview of the impact on equity of the transitat 1 January 2004 and 31 December 2004 and iropahe balance sheet
as at 31 December 2004. There was no effect ointmene statement of the transition to IFRS othanth change in the
presentation.

5.2.1 Summary of the effect of the transition toHRS on equity

usD
Minority Total
Note Attributable to equity holders of the Company interest equity
Statutory Fair
revalua- value Cumulative
Share Share tion reserve translation Retained
capital premium  reserve adjustment earnings
Balance at 1 January 2004
Under previous GAAP 181,366 216,986 109 12 3,286(231,212) - 170,547
Reclassification of minority
interest to equity 5.2.2 - - - - - - 906 906
Restatement of increase in
share premium 5.2.2 - (129,373) - - - 129,373 - -
Recognition of deferred tax
asset 524 () - - - - - 16,631 - 16,631
Under IFRS 181,366 87,613 109 12 3,286 (85,208) 906 188,084
Balance at 31 December 2004
Under previous GAAP 181,366 216,986 109 - 4,344 29,891 - 432,696
Reclassification of minority
interest to equity 5.2.2 - - - - - - 686 686
Restatement of increase in
share premium 5.2.2 - (129,373) - - - 129,373 - -
Increase in retained earnings
by decreasing share premiusr2.2 - (14,861) - - - 14,861 - -
Recognition of deferred tax
asset 524 () - - - - - 16,631 - 16,631
Under IFRS 181,366 72,752 109 - 4,344 190,756 686 450,013
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5.2.1 Summary of the effect of the transition toHRS on equity (continued)

LTL
Minority Total
Note Attributable to equity holders of the Company interest Equity
Statutory Fair Cumulative
Share Share revaluation  value translation Retained
capital premium reserve reserve adjustment earnings
Balance at 1 January 2004
Under previous GAAP 707,454859,979 437 35 (114,802)(982,033) - 471,070
Reclassification of minority
interest to equity 5.2.2 - - - - - - 2,502 2,502
Restatement of increase in
share premium 5.2.2 - (517,495) - - - 517,495 - -
Recognition of deferred tax
asset 524 () - - - - - 42,151 - 42,151
Under IFRS 707,454 342,484 437 35 (114,802)(422,387) 2,502 515,723
Balance at 31 December 2004
Under previous GAAP 707,45859,979 437 - (211,052)(260,150) - 1,096,668
Reclassification of minority
interest to equity 5.2.2 - - - - - - 1,739 1,739
Restatement of increase in
share premium 5.2.2 - (517,495) - - - 517,495 - -
Increase in retained earnings
by decreasing share premium2.2 - (59,444) - - - 59,444 - -
Recognition of deferred tax
asset 524((f) - - - - - 42,151 - 42,151
Under IFRS 707,454 283,040 437 - (211,052) 358,940 1,739 1,140,558

5.2.2 Explanation of the effect on equity of theansition to IFRS

During 2002 the share premium of the Company aedaitcumulated retained loss was subject to a statogduction
amounting to USD 129,373 thousand (LTL 517,495 ¢amdl). Under previous GAAP this reduction was mecbgnised.
Under IFRS the reduction in the share premium vegegnised by decreasing share premium and retéassdby USD

129,373 thousand (LTL 517,

495 thousand).

In 2004 according to the resolution of the Comparshareholders share premium was reduced andeétaarnings were
increased by USD 14,861 thousand (LTL 59,444 thadlsaJnder previous GAAP this reduction was nobgggsed. Under
IFRS the reduction in the share premium was reseghin 2004 by decreasing share premium and iriogeastained

earnings by USD 14,861 thousand (LTL 59,444 thodisan

Under previous GAAP minority interest was classiféess a separate item in the balance sheet. UnB& itfwas reclassified

to equity.

31



MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

5.2.3 Summary of the effect of the transition to IRS on the balance sheet

At 31 December 2004

At 31 December 2004

Note USD LTL
Effect of Effect of
transition transition to
ASSETS GAAP toIFRS IFRS GAAP IFRS IFRS
Non-current assets
Property, plant and equipment 5.2.4 (ap01,629 (3,818) 497,811 1,271,379 (9,677) 1,261,702
Intangible assets 5.2.4 (b) 4,812 (126) 4,686 12,197 (320) 11,877
Investment in associates 1,336 - 1,336 3,386 - 3,386
Deferred income tax assets 5.2.4 (f) - 16,644 16,644 - 42,184 42,184
Available-for-sale financial assets 20 - 20 51 - 51
Non-current receivables and
prepayments 5.2.4 (c) 5,578 3,944 9,522 14,138 9,997 24,135
Non-current portion of restricted cash  5.2.4 (d) 205, (11,205) - 28,399 (28,399) -
524,580 5,439 530,019 1,329,550 13,785 1,343,335
Current assets
Inventories 194,113 (267) 193,846 491,979 (677) 491,302
Trade and other receivables 5.2.4(e) 136,102 1,069 137,171 344,952 2,709 347,661
Prepaid current income tax 66 - 66 168 - 168
Current portion of deferred income tax
asset 13 (13) - 33 (33) -
Cash and cash equivalents 5.2.4(d) 382,51411,205 393,719 969,482 28,399 997,881
712,808 11,994 724,802 1,806,614 30,398 1,837,012
Non-current assets classified as held for sale - 267 267 - 677 677
712,808 12,261 725,069 1,806,614 31,075 1,837,689
Total assets 1,237,388 17,700 1,255,088 3,136,164 44,860 3,181,024
EQUITY
Capital and reserves attributable to the
Company’s equity holders
Share capital 181,366 - 181,366 707,454 - 707,454
Share premium 5.2.2 216,986 (144,234) 72,752 859,979 (576,939) 283,040
Reserves 109 - 109 437 - 437
Cumulative translation adjustment 4,344 - 4,344  (211,052) - (211,052)
Retained earnings 5.2.2 29,891 160,865 190,756 (260,150) 619,090 358,940
432,696 16,631 449,327 1,096,668 42,151 1,138,819
Minority interest 686 - 686 1,739 - 1,739
Total equity 433,382 16,631 450,013 1,098,407 42,151 1,140,558
LIABILITIES
Non-current liabilities
Borrowings 465,916 - 465,916 1,180,865 - 1,180,865
Other non-current liabilities 4,985 - 4,985 12,634 - 12,634
470,901 - 470,901 1,193,499 - 1,193,499
Current liabilities
Trade and other payables 264,966 - 264,966 671,561 - 671,561
Current income tax liabilities 53,286 - 53,286 135,053 - 135,053
Borrowings 11,953 - 11,953 30,294 - 30,294
Provisions 5.2.4 (e) 2,900 1,069 3,969 7,350 2,709 10,059
333,105 1,069 334,174 844,258 2,709 846,967
Total liabilities 804,006 1,069 805,075 2,037,757 2,709 2,040,466
Total equity and liabilities 1,237,388 17,700 1,255,088 3,136,164 44,860 3,181,024
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5.2.4 Explanation of the effect on the balance shegf the transition to IFRS
The following explains the material adjustmentsh® balance sheet:

(a) Property, plant and equipment

usD LTL
Reclassification of software to intangible assets (3,436) (8,709)
Reclassification of prepayments for PPE to nonantrreceivables and prepayments (382) (968)
Total impact — decrease in PPE (3,818) (9,677)
(b) Intangible assets

usD LTL
Reclassification of software from PPE 3,436 8,70
Reclassification of prepayments for intangible tsse (3,562) (9,029)
Total impact — decrease in intangible assets (126) (320)
(c) Non-current receivables and prepayments

uUsD LTL
Reclassification of prepayments from PPE 382 968
Reclassification of prepayments from intangiblestss 3,562 9,029
Total impact — increase in non-current receivableand prepayments 3,944 9,997
(d) Non-current portion of restricted cash

usD LTL
Reclassification of non-current portion of reseiticash to cash and cash equivalents (11,205) 3928,
Total impact — decrease in non-current portion of estricted cash (11,205) (28,399)

Restricted cash under GAAP represented cash ret&ivm Yukos Oil Company OAO under a loan agreenfi@nfinancing
of the oil refinery modernisation project. This foaas refinanced by Vilniaus Bankas AB, but the saestrictions applied.
Under IFRS the cash balance was reclassified to aad cash equivalents balance under current assetsise the Group
planned to use the whole amount in 2005.

(e) Provisions uUsD LTL
Reclassification of claims from customers from &aohd other receivables to provisions (1,069) @7
Total impact — increase in trade and other receivales (1,069) (2,709)

The provision represents provision for the probaiiééms from the customers of the Group relateth®reinvoiced taxes
which were not subsequently paid by the Group ¢otdix authorities.

(f) Deferred tax assets

uUsD LTL
Reclassification from current portion of deferradame tax asset 13 33
Recognition of deferred tax assets 16,631 42,151
Total impact — increase deferred tax assets 16,644 42,184

The non-monetary assets and liabilities of the @rae measured in its functional currency USD, thedCompany'’s taxable
profit and, hence, the tax base of its nhon-monetasets and liabilities, is determined in LTL. kcardance with IFRS
changes in the exchange rate give rise to tempdiiffisrences that result in a recognition of defdrtax liability or asset.
Under previous GAAP no deferred tax was recognisedsuch temporary differences, therefore the Grmgognised
deferred tax assets of USD 16,631 thousand or LA L51 thousand as at 1 January 2004.
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5.2.5 Reconciliation of cash flows for the year ewd 31 December 2004

Year ended Year ended
31 December 2004 31 December 2004
USD LTL
Effect of Effect of
transition transition
GAAP toIFRS IFRS GAAP toIFRS IFRS
Cash flows from operating activities
Cash generated from operations 321,774 (3,563) 318,211 890,424 (9,832) 880,592
Interest paid (26,385) - (26,385) (73,166) - (73,166)
Income tax paid (430) - (430) (1,196) - (1,196)
Net cash generated from operating activities 294,959 (3,563) 291,396 816,062 (9,832) 806,230
Cash flows from investing activities
Purchases of property, plant and equipment (PPE) (28,101) - (28,101) (80,531) - (80,531)
Change in cash restricted for financing activities 12,341 - 12,341 36,637 - 36,637
Proceeds from sale of PPE 2,749 - 2,749 7,512 - 7,512
Proceeds from sale of available-for-sale financial
assets 232 - 232 644 - 644
Interest received - 3,563 3,563 - 9,832 9,832
Dividends received from associates 3 - 3 - - -
Other 13 - 13 44 - 44
Net cash used in investing activities (12,763) 3,563 (9,200) (35,694) 9,832 (25,862)
Cash flows from financing activities
Repayments of borrowings (11,243) 90 (11,153) (30,862) 250 (30,612)
Finance lease principal payments (476) - (476) (1,326) - (1,326)
Net cash used in financing activities (11,719) 90 (11,629) (32,188) 250 (31,938)
Net increase in cash and bank overdrafts 270,477 90 270,567 748,180 250 748,430
Cash and bank overdrafts at beginning of period 108,809 (163) 108,646 300,542 (450) 300,092
Exchange gains on cash and bank overdrafts 3,228 (7) 3,221 (79,240) - (79,240)
Cash and bank overdrafts at end of period 382,514 (80) 382,434 969,482 (200) 969,282

The main IFRS transition effect presented by theuprin its statement of cash flow for the year ehd& December 2005

was:

— under GAAP, borrowigs included ‘Bank overdrafts’. ‘Bank overdraftsider IFRS should be classified as part of ‘(
and cash equivalents’ for the purposes of the tashftatement because they form an integral pathefentity’s cas
management.
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6. Segment information
(a) Primary reporting format — business segments

The Group has four reportable segments: oil refineil terminal, pipeline operator and operatorpefrol stations chain.
The oil refinery produces different grades of hagftane unleaded gasoline, diesel, jet fuel, bityrh®G and sulphur. The
Group owns an import-export oil terminal intBg on the Baltic sea coast. The pipeline segmentisisnsf part of the
Druzhba pipeline in the territory of Lithuania aagipeline connecting the Bir ai pumping statiortiwihe oil refinery and
the oil terminal. The pipeline operator transpamsde oil to the oil refinery and terminal in hg and crude oil and
refined oil products to a terminal in Ventspilsjdia. The Group owns approximately 30 petrol staim Lithuania.

The Group allocates costs between segments directly

The segment results for the year ended 31 Dece2dérare as follows:

UsD
Petrol
Oil refinery  Oil terminal Pipeline stations  Other Group
Total gross segment sales 3,931,814 30,158 28,093 31,416 1,258 4,022,739
Inter-segment sales (15,967) - - - (1,251) (17,218)
Sales 3,915,847 30,158 28,093 31,416 7 4,005,521
Operating profit / segment result 357,420 7,312 17,487 (1,796) (115) 380,308
Finance income (Note 23) 14,854
Finance costs (Note 24) (31,840)
Share of profit of associates (Note 10) 103 - - - - 103
Profit before income tax 363,425
Income tax expense (Note 25) (44,702)
Profit for the period 318,723
LTL
Petrol
Oil refinery Qil terminal  Pipeline stations  Other Group
Total gross segment sales 10,950,673 83,932 78,060 87,689 3,497 11,203,851
Inter-segment sales (44,602) - - - (3,478) (48,080)
Sales 10,906,071 83,932 78,060 87,689 19 11,155,771
Operating profit / segment result 986,956 20,490 48,593 (5,086) (203) 1,050,750
Finance income (Note 23) 41,633
Finance costs (Note 24) (88,257)
Share of profit of associates (Note 10) 286 - - - - 286
Profit before income tax 1,004,412
Income tax expense (Note 25) (118,698)
Profit for the period 885,714
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6. Segment information (continued)

The segment results for the year ended 31 Dece2ddrare as follows:

uUsD
Petrol
Oil refinery  Oil terminal Pipeline stations  Other Group
Total gross segment sales 2,680,811 40,528 29,087 20,116 1,450 2,771,992
Inter-segment sales (10,022) - - - (1,198) (11,220)
Sales 2,670,789 40,528 29,087 20,116 252 2,760,772
Operating profit / segment result 291,892 15,690 17,653 (3,614) (206) 321,415
Finance income (Note 23) 3,563
Finance costs (Note 24) (18,191)
Share of profit of associates (Note 10) (163) - - - - (163)
Profit before income tax 306,624
Income tax expense (Note 25) (45,781)
Profit for the period 260,843
LTL
Petrol
Oil refinery  Oil terminal Pipeline stations  Other Group
Total gross segment sales 7,441,521 112,500 80,741 55,839 4,025 7,694,626
Inter-segment sales (27,820) - - - (3,325) (31,145)
Sales 7,413,701 112,500 80,741 55,839 700 7,663,481
Operating profit / segment result 809,370 43,497 48,939 (10,018) (571) 891,217
Finance income (Note 23) 9,831
Finance costs (Note 24) (51,248)
Share of profit of associates (Note 10) (453) - - - - (453)
Profit before income tax 849,347
Income tax expense (Note 25) (128,187)
Profit for the period 721,160
Other segment items included in the income statéarenas follows:
uUsD Year ended 31 December 2005
Petrol
Oil refinery Qil terminal  Pipeline stations  Other Group
Depreciation (Note 7) 23,505 8,673 2,797 2,606 130 37,711
Amortisation (Note 8) 1,298 40 - 34 15 1,387
Impairment of PPE (Note 7) 1,556 - - 138 - 1,694
Reversal of PPE impairment (Note 7) 124 - - 1,404 - 1,528
(Reversal of) impairment of receivables (Note 22) 136) - - 28 - (108)
Impairment of inventory (Note 22) 3,161 - - - - 3,161
LTL Year ended 31 December 2005
Petrol
Qil refinery Qil terminal  Pipeline stations ~ Other  Group
Depreciation (Note 7) 65,229 24,045 7,733 7,214 360 104,581
Amortisation (Note 8) 3,604 110 - 93 41 3,848
Impairment of PPE (Note 7) 4,309 - - 377 - 4,686
Reversal of PPE impairment (Note 7) 339 - - 3,722 - 4,061
(Reversal of) impairment of receivables (Note 22) 395%) - - 82 - (313)
Impairment of inventory (Note 22) 8,944 - - - - 8,944
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6. Segment information (continued)

Usb Year ended 31 December 2004
Petrol
Qil refinery Qil terminal  Pipeline stations  Other Group
Depreciation (Note 7) 23,356 7,452 4,259 1,802 163 37,032
Amortisation (Note 8) 1,222 32 - 19 10 1,283
Impairment of PPE (Note 7) 10,313 - - - - 10,313
Impairment of receivables (Note 22) 1,237 - - - - 1,237
Impairment of inventory (Note 22) 5,900 - - - - 5,900
LTL Year ended 31 December 2004
Petrol
Oil refinery QOil terminal  Pipeline stations  Other  Group
Depreciation (Note 7) 64,903 20,708 11,836 5,008 453 102,908
Amortisation (Note 8) 3,398 89 - 53 28 3,568
Impairment of PPE (Note 7) 28,379 - - - - 28,379
Impairment of receivables (Note 22) 3,409 - - - - 3,409
Impairment of inventory (Note 22) 16,258 - - - - 16,258

Inter-segment transfers or transactions are enterecuitder the normal commercial terms and conditioas Would also k
available to unrelated third parties.

The segment assets and liabilities as at 31 Deae?@l®® and capital expenditure for the year thatedrare as follows:

usD
oil oil Petrol
refinery  terminal Pipeline stations Other Unallocated  Group
Assets 1,323,257 223,543 14,381 21,388 694 21,0571,604,320
Associates 1,262 - - - - - 1,262
Total assets 1,324,519 223,543 14,381 21,388 694 21,0571,605,582
Liabilities 421,827 4,054 1,548 2,059 96 501,915 931,499
Capital expenditure (Notes 7 and 8) 52,537 1,307 1,071 1,472 35 - 56,422
LTL
0]] 0]] Petrol
refinery  terminal Pipeline stations Other Unallocated  Group
Assets 3,850,943 650,555 41,852 62,2432,020 61,2804,668,893
Associates 3,672 - - - - 3,672
Total assets 3,854,615 650,555 41,852 62,2432,020 61,2804,672,565
Liabilities 1,227,575 11,798 4,505 5,992 279 1,460,6732,710,822
Capital expenditure (Notes 7 and 8) 146,910 3,550 2,982 4,205 95 - 157,742

The segment assets and liabilities at 31 Decenti®t and capital expenditure for the year then erdeds follows:

usD
o]] o]] Petrol

refinery  terminal Pipeline stations Other Unallocated  Group
Assets 970,027 224,131 17,665 24,251 948 16,7301,253,752
Associates 1,336 - - - - - 1,336
Total assets 971,363 224,131 17,665 24,251 948 16,7301,255,088
Liabilities 266,500 4,079 695 1,748 121 531,932 805,075
Capital expenditure (Notes 7 and 8) 21,211 1,597 2,573 1,686 39 - 27,106
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6. Segment information (continued)

LTL
o]] o]] Petrol
refinery terminal Pipeline stations Other Unallocated  Group

Assets 2,458,535 568,061 44,772 61,464 2,403 42,403 3,177,638
Associates 3,386 - - - - - 3,386
Total assets 2,461,921 568,061 44,772 61,464 2,403 42,403 3,181,024
Liabilities 675,445 10,338 1,761 4,430 308 1,348,1842,040,466
Capital expenditure (Notes 7 and 8) 58,949 4,439 7,152 4,665 111 - 75,316

Segment assets consist primarily of property, pard equipment, intangible assets, inventonieseivables and operat
cash. They exclude deferred taxation, prepaid irctam and available-for-sale financial assets.

Segment liabilities comprise operating liabiliti@hey exclude items such as income tax, borrowingarred for financin
purposes and related interest liabilities.

Capital expenditure comprises additions to propgstgint and equipment (Note 7) and intangible as@dbte 8) including
additions resulting from acquisition through bussmeombinations (Notes 7 and 31).

(b) Secondary reporting format — geographical segta

The home-country of the Company — which is alsontlaén operating company — is Lithuania.

2005 2004
Sales usD LTL ush LTL
Lithuania 872,932 2,438,043 565,872 1,568,982
Switzerland 503,135 1,398,189 319,813 881,649
UK 353,521 992,274 296,196 824,720
Latvia 304,416 848,836 287,742 796,756
Estonia 272,440 760,430 165,081 456,580
Poland 255,413 714,566 202,898 560,214
Canada 202,228 575,885 28,421 80,705
Norway 189,807 517,688 143,977 401,649
USA 179,044 500,460 317,698 889,178
Belgium 142,420 391,797 - -
Netherlands 124,983 349,963 141,491 391,240
Finland 118,556 327,133 49,559 139,467
Germany 105,152 285,190 43,468 121,362
Spain 82,259 222,085 15,893 42,455
Ukraine 78,103 217,828 38,075 106,375
Other countries 221,112 615,404 144,588 402,149
Total 4,005,52.  11,155,77 2,760,77. 7,663,48.
Sales are allocated based on the country in whielctistomers are located.

2005 2004
Total assets usD LTL usD LTL
Lithuania 1,493,171 4,345,426 1,172,605 2,971,970
Other countries 90,092 262,186 64,417 163,265

1,583,263 4,607,612 1,237,022 3,135,235

Associates (Note 10) 1,262 3,672 1,336 3,386
Unallocated assets 21,057 61,281 16,730 42,403

1,605,582 4,672,565 1,255,088 3,181,024
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6. Segment information (continued)

Total assets are allocated based on where the asedbcated.

2005 2004
Capital expenditure uUsD LTL uUsD LTL
Lithuania 56,288 157,370 26,772 74,388
Other countries 134 372 334 928
56,422 157,742 27,106 75,316
Capital expenditure is allocated based on wheradbets are located.
2005 2004

Analysis of sales by category usbD LTL usD LTL
Sales of goods 3,940,846 10,975,636 2,685,398 7,452,806
Revenue from services 64,675 180,135 75,374 210,675

4,005,521 11,155,771 2,760,772 7,663,481
7. Property, plant and equipment
uUsD

Other
property,
Land and  Plant and plant and Construction
buildings machinery equipment  in progress Total

At 1 January 2004
Cost 88,402 633,528 74,595 51,283 847,808
Accumulated depreciation and impairment (29,425)(263,031) (29,482) - (321,938)
Net book amount 58,977 370,497 45,113 51,283 525,870
Year ended 31 December 2004
Opening net book amount 58,977 370,497 45,113 51,283 525,870
Exchange differences 972 649 261 32 1,914
Additions 95 10,615 6,685 8,834 26,229
Disposals (727) (83) (539) - (1,349)
Retirements (2,260) (384) (436) (3,330) (6,410)
Transfers 1,109 26,657 148 (27,914) -
Reclassification to other assets (109) - (8) (981) (1,098)
Impairment charge (60) (158) - (10,095) (10,313)
Depreciation charge (2,350) (28,711) (5,971) - (37,032)
Closing net book amount 55,647 379,082 45,253 17,829 497,811
At 31 December 2004
Cost 86,464 669,771 75,100 17,829 849,164
Accumulated depreciation and impairment (30,817)(290,689) (29,847) - (351,353)
Net book amount 55,647 379,082 45,253 17,829 497,811
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7. Property, plant and equipment (continued)

uUsD

Year ended 31 December 2005
Opening net book amount
Exchange differences

Acquisition of subsidiary (Note 31)
Additions

Disposals

Retirements

Transfers

Reclassifications to non-current assets classéfed
held for sale

Reversal of impairment charge
Impairment charge

Depreciation charge

Closing net book amount

At 31 December 2005

Cost

Accumulated depreciation and impairment
Net book amount

LTL

At 1 January 2004

Cost

Accumulated depreciation and impairment
Net book amount

Year ended 31 December 2004
Opening net book amount
Exchange differences
Additions

Disposals

Retirements

Transfers

Reclassification to other assets
Impairment charge
Depreciation charge

Closing net book amount

At 31 December 2004

Cost

Accumulated depreciation and impairment
Net book amount

Other
property,
Land and Plant and plant and Construction

buildings machinery  equipment in progress Total
55,647 379,082 45,253 17,829 497,811
(1,609) (908) (354) (40) (2,911)
1,960 4,328 252 1,174 7,714
173 6,106 3,386 38,412 48,077
(180) (62) (56) - (298)
- (376) (2,172) - (2,548)
930 6,314 660 (7,904) -
(937) (10) (5) - (952)
1,411 - - 117 1,528
- (58) (72) (1,564) (1,694)
(2,437) (28,727) (6,547) - (37,711)
54,958 365,689 40,345 48,024 509,016
83,530 676,775 75,341 48,024 883,670
(28,572)311,086) (34,996) - (374,654)
54,958 365,689 40,345 48,024 509,016

Other

property,

Land and Plant and plantand Construction

buildings machinery  equipment in progress Total
244,175 1,749,868 206,039 141,649 2,341,731
(81,275) (726,518) (81,432) - (889,225)
162,900 1,023,350 124,607 141,649 1,452,506
162,9001,023,350 124,607 141,649 1,452,506
(9,885) (84,576) (9,661) (3,739) (107,861)
263 29,394 18,649 24,586 72,892
(2,017) (228) (1,485) - (3,730)
(6,323) (1,057) (1,209) (9,155) (17,744)
3,098 74,131 407 (77,636) -
(300) - (22) (2,752)  (3,074)
(169) (444) - (27,766) (28,379)
(6,530) (79,786) (16,592) - (102,908)
141,037 960,784 114,694 45,187 1,261,702
219,143 1,697,535 190,341 45,187 2,152,206
(78,106)736,751) (75,647) - (890,504)
141,037 960,784 114,694 45,187 1,261,702
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7. Property, plant and equipment (continued)

LTL
Other
property,
Land and Plant and plant and Construction
buildings machinery  equipment in progress Total
Year ended 31 December 2005
Opening net book amount 141,037 960,784 114,694 45,187 1,261,702
Exchange differences 16,560 136,586 15,195 11,144 179,485
Acquisition of subsidiary (Note 31) 5,629 12,430 724 3,372 22,155
Additions 463 17,465 9,544 106,323 133,795
Disposals (505) (175) (158) - (838)
Retirements - (1,045) (5,950) - (6,995)
Transfers 2,515 18,030 1,753 (22,298) -
Reclassifications to non-current assets class#g&d
held for sale (2,718) (29) (15) - (2,762)
Reversal of impairment charge 3,721 - - 340 4,061
Impairment charge - (168) (209) (4,309) (4,686)
Depreciation charge (6,763) (79,652) (18,166) - (104,581)
Closing net book amount 159,939 1,064,226 117,412 139,759 1,481,336
At 31 December 2005
Cost 243,089 1,969,548 219,257 139,759 2,571,653
Accumulated depreciation and impairment (83,150)905,322) (101,845) - (1,090,317)
Net book amount 159,939 1,064,226 117,412 139,759 1,481,336

Impairment charge of USD 1,694 thousand or LTL @ #®usand (2004: USD 10,313 thousand or LTL 28tB33@sand) andererse
of impairment charge of USD 1,528 thousand or LT264 thousand (2004: nil) is included in adnaive expenses in the inca
statement.

Depreciation expense has been allocated as follows:

2005 2004
usD LTL usD LTL
Cost of goods sold 30,517 84,660 30,520 84,821
Selling and marketing costs 5,595 15,500 4,324 12,017
Administrative expenses 1,599 4,421 2,188 6,070
37,711 104,581 37,032 102,908

As at 31 December 2005 property, plant and equipifoerthe net book value USD 2,031 thousand or 5311 thousan®004
USD 21,325 thousand or LTL 54,048 thousand) weseighed as collateral for bank borrowings (Note 19).

No material borrowing costs were capitalised dutivgyears ended 31 December 2005 and 31 Dece®bvr 2

The net book value of leased assets included itatiie above, where the Group is a lessee undeairece lease is as follows:

2005 2004
usb LTL usD LTL
Land and building 1,002 2,917 713 1,807
Plant and machinery 454 1,321 862 2,185
Other PPE 29 84 40 101
1,485 4,322 1,615 4,093
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8. Intangible assets

usb

At 1 January 2004

Cost

Accumulated amortisation
Net book amount

Year ended 31 December 2004
Opening net book amount
Exchange differences
Additions

Amortisation charge

Closing net book amount

At 31 December 2004
Cost

Accumulated amortisation
Net book amount

Year ended 31 December 2005
Opening net book amount
Exchange differences
Additions

Amortisation charge

Closing net book amount

At 31 December 2005
Cost

Accumulated amortisation
Net book amount

Patents and

Software licences Total

7,302 5,906 13,208
(3,673) (4,452) (8,125)
3,629 1,454 5,083
3,629 1,454 5,083
9 - 9

726 151 877
(928) (355) (1,283)
3,436 1,250 4,686
7,952 6,057 14,009
(4,516) (4,807) (9,323)
3,436 1,250 4,686
3,436 1,250 4,686
(14) - (14)
615 16 631
(978) (409) (1,387)
3,059 857 3,916
8,328 6,073 14,401
(5,269) (5,216) (10,485)
3,059 857 3,916
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8. Intangible assets (continued)

LTL

At 1 January 2004

Cost

Accumulated amortisation
Net book amount

Year ended 31 December 2004
Opening net book amount
Exchange differences
Additions

Amortisation charge

Closing net book amount

At 31 December 2004
Cost

Accumulated amortisation
Net book amount

Year ended 31 December 2005
Opening net book amount
Exchange differences
Additions

Amortisation charge

Closing net book amount

At 31 December 2005
Cost

Accumulated amortisation
Net book amount

Amortisation expense has been allocated as follows:

Cost of goods sold
Selling and marketing costs
Administrative expenses

The Group does not have internally generated itténgssets.

Patents and

Software licences Total
20,169 16,314 36,483
(10,145) (12,297) (22,442)
10,024 4,017 14,041
10,024 4,017 14,041
(745) (275) (1,020)
2,009 415 2,424
(2,580) (988) (3,568)
8,708 3,169 11,877
20,154 15,352 35,506
(11,446) (12,183) (23,629)
8,708 3,169 11,877
8,708 3,169 11,877
1,161 414 1,575
1,746 46 1,792
(2,713) (1,135) (3,848)
8,902 2,494 11,396
24,236 17,674 41,910
(15,334) (15,180) (30,514)
8,902 2,494 11,396
2005 2004
UsD LTL UsD LTL
479 1,327 644 1,782
46 128 26 72
862 2,393 613 1,714
1,387 3,848 1,283 3,568

In 2005 the Company was issued allowances by the@ment to emit 6,622,887 tons of carbon dioxid2005 — 2007ln the
balance sheet the Group recognised allowanceshanelated government grant at a nominal amountzéro. InOctober 200
through a business combination the Group acquidgiitianal allowances to emit 2,651,020 tons of oarldioxide in 2005
2007. These allowances were not recognised indlaabe sheet of the Groum 2005 actual emissions of the Group amount
2,238,440 tons. The market value of remaining uhadlewances amounted to USD 182,203 thousand b&r33D,246thousan

as at 31 December 2005.
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9. Goodwiill

uUsD LTL
At 1 January 2005 - -
Acquisition of subsidiary (Note 31) 1,429 4,105
Acquisition of share in subsidiary (Note 31) 449 1,196
Exchange differences (36) 60
At 31 December 2005 1,842 5,361
There were no movements in goodwill during the yrated 31 December 2004.
Goodwill is allocated to the Group’s cash-generatinits (CGUSs) identified according to businessseif.
A business segment-level summary of the goodwitation is presented below:
2005 2004
usD LTL usD LTL
Oil refinery 1,411 4,105 - -
Petrol stations 431 1,256 - -
1,842 5,361 - -
All goodwill was allocated to the Lithuania geodgnagal segment as at 31 December 2005.
10. Investments in associates
2005 2004
UsD LTL uUsD LTL
Beginning of the year 1,336 3,386 1,391 3,842
Share of profit/(loss) after tax 103 286 (163) (453)
Exchange differences 177) - 108 (3)
End of the year 1,262 3,672 1,336 3,386
Investments in associates represent investmerB4i¥ainterest held in Naftelf UAB, incorporatedLithuania.
The summarised financial information of the asgeaighich is unlisted is as follows:
2005 2004
uUsD LTL usD LTL
Assets 4,452 12,957 4,940 12,521
Liabilities 740 2,154 987 2,501
Revenues 24,741 68,645 13,097 36,356
Profit/(loss) 346 960 (459) (1,274)
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11. Non-current receivables and prepayments

2005 2004
usD LTL usD LTL
Trade receivables 1,897 5,521 2,631 6,669
Less: provision for impairment of receivables (BBO (3,807) (1,683) (4,266)
Trade receivables — net 589 1,714 948 2,403
Reimbursement for environmental obligations redaiva
from the Government (Notes 21, 32) 10,807 31,449 - -
Prepayments for PPE and intangible assets 15,185 , 19184 3,944 9,997
Prepayment for real estate tax (Note 32) 1,134 (8,30 4,338 10,995
Loans to employees 191 557 256 650
Other non-current receivables 91 267 36 91
27,997 81,478 9,522 24,135
The fair values of non-current receivables and gyeents approximate their carrying values.
12. Inventories
2005 2004
usD LTL usD LTL
Raw and supplementary materials (at cost) 24,247 ,5640 64,774 164,170
Raw and supplementary materials (at net realisadilee) 769 2,238 - -
Finished goods and goods for resale (at cost) BA7,5 516,659 96,030 243,387
Finished goods and goods for resale (at net réddisalue) 1,016 2,957 622 1,576
Semi-finished goods (at cost) 12,501 36,380 7,018 17,787
Semi-finished goods (at net realisable value) 2,47 59,586 5,483 13,897
Spare parts and other (at cost) 20,577 59,884 199,9 50,485
257,119 748,268 193,846 491,302

Semi-finished goods include oilrgducts that are produced by the oil refinery aséduin further stages of producti

However, these products might also be sold in tagket.

Inventory amounting to USD 90,000 thousand or LBi1,218 thousand (2004: nil) is provided as cobtfar letters of credit ar

guarantees issued by the banks on behalf of thepGiote 19).

13. Trade and other receivables

2005 2004
usb LTL usb LTL

Trade receivables 91,059 265,000 67,520 171,130
Less provision for impairment of receivables (1886  (44,718) (16,066) (40,720)
Trade receivables — net 75,693 220,282 51,454 130,410
Receivables from related parties (Note 32) 53,038 54,351 72,321 183,298
Prepaid and recoverable taxes, other than corporedene
tax 2,807 8,169 5,401 13,688
Accrued income and deferred charges 10,515 30,601 6,272 15,897
Other receivables 2,554 7,433 1,723 4,368

144,607 420,836 137,171 347,661
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13. Trade and other receivables (continued)

The fair values of trade and other receivables@{ipate their carrying values.

Receivables amounting up to USD 16,240 thousahd'lor7,262 thousand (2004: nil) are provided asaterdal for letters of credit
issued by the banks on behalf of the Group.

14. Cash and cash equivalents

2005 2004
usD LTL usD LTL
Cash at bank and in hand 536,616 1,561,660 253,525 642,559
Short-term bank deposits 101,197 294,504 140,194 355,322
637,813 1,856,164 393,719 997,881

The effective interest rate on short-term bank digpavas 3.58% (2004: 2.55 %). These deposits Aamw/erage maturity of 30
days.

Cash at bank required to be maintained under timestef letters of credit issued for settlementshvatippliers is present
below:

2005 2004
usD LTL UsD LTL
Cash held at banks to secure issued letters oit cred 457,788 1,332,255 178,606 452,677
Cash held at banks to secure issued guaranties 57,41 21,579 - -
465,203 1,353,834 178,606 452,677

Cash and bank overdrafts include the followingtfar purposes of the cash flow statement:

2005 2004
uUsD LTL uUsD LTL
Cash and cash equivalents 637,813 1,856,164 3»3,71 997,881
Cash restricted for investing activities - - (11,205) (28,399)
Bank overdrafts (Note 19) - - (80) (200)
637,813 1,856,164 382,434 969,282

Cash at bank to be maintained under the termstefdeof credit was classified as cash and caslvaguts for the purposes
the cash flow statement because these funds atddrgheeting short term operating cash commitments

As at 31 December 2004 the Group had cash amoud#iy 11,205 thousand or LTL 28,399 thousand redeir@m YukosOll
Company OAO under a loan agreement. These fundbecaised only for financing of the oil refinery neodisation project. |
2005 the Group used the whole amount.

Cash at bank amounting 5D 54,377 thousand or LTL 158,248 thousand (20i¢is provided as collateral for bank borrowi
and for letters of credit and guarantees issuatidpanks on behalf of the Group (Note 19).
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15. Share capital

As at 31 DecembeR005, the Company’s authorised share capital cisegr707,454,130 (2004: 707,454,130) ordi
registered shares with a par value of LTL 1 pereshBhere were no movements in number of sharesamating during 2005
and 2004. All issued shares are fully paid.

16. Reserves

A legal reserve is a compulsory reserve under Hitlian, Estonian and Polish legislation. In Lith@aand Estoniarmua
transfer of 5% of profit available for distributios compulsory until the reserve reaches 10% ofstiere capitalln Polant
annual transfer of 8% of the net profit for theaficial year is compulsory until the reserve readtli@of the share capitalhe
legal reserve cannot be distributed as dividendsisifiormed to cover future losses. In Estonia Bothndthe legal resen
can be also used to increase share capital. A% &e8ember 2005 the legal reserve amounted to U804 thousand ¢
LTL 36,089 thousand (2004: nil).

17. Other non-current liabilities

2005 2004
usD LTL uUsD LTL
Long-term employee benefits 3,543 10,311 - -
Government grant relating to purchases of PPE (RB}je 4,963 14,443 4,985 12,634
8,506 24,754 4,985 12,634

Long-term employee benefits include bonuses andl lpave provided to the employees of the Group @ongs based on the
years of service.

Government grant relating to purchases of PPE deduinancing of USD 4,963 thousand or LTL 14,448usand (200
USD 4,963 thousand or LTL 12,579 thousand) reckfvem the Government for construction of apartn@atks for Russie
citizens in Vsevolotzk, St. Petersburg. The Goveniiully financed the construction of these aparitrblocks agart of al
agreement to enable Russian citizens (former erepmyofOil refinery) to move from Lithuania back to RussiBhe
construction was completed in 1998 and the buiklingh a carrying value of USD 4,963 thousand weckided within othe
PPE balance in property, plant and equipment of3twip. Subsidies willd netted off against property, plant and equip

after an appropriate decision is taken by the Gawent supporting this course of action.

18. Trade and other payables

2005 2004
UsD LTL uUsD LTL

Trade payables 311,353 906,100 136,299 345,450
Amounts due to related parties (Note 32) 6,848 29,9 75,159 190,491
Advances received 4,281 12,458 1,897 4,808
Accruals and deferred income 13,740 39,984 4,864 2,328
Taxes other than corporate income tax 56,097 163,25 44,045 111,632
Social security contributions 2,847 8,287 1,690 288,
Other current liabilities 862 2,482 1,012 2,569

396,028 1,152,495 264,966 671,561
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19. Borrowings

2005 2004

usD LTL usD LTL
Non-current
Bank borrowings 163,815 476,734 176,666 447,761
Loans from related parties (Note 32) 290,233 848,63 288,927 732,285
Finance lease liabilities 28 82 323 819

454,076 1,321,452 465,916 1,180,865

Current
Bank overdrafts - - 80 200
Bank borrowings 9,321 27,126 11,518 29,194
Loans from related parties (Note 32) 238 693 - -
Finance lease liabilities 253 736 355 900

9,812 28,555 11,953 30,294
Total borrowings 463,888 1,350,007 477,869 1,211,159

Total borrowings include collateralised liabilities USD 726 thousand or LTL 2,113 thousg@004: USD 6,059 thousand
LTL 15,358 thousand). Cash (Note 14) and prop@ignt and equipment (2004: property, plant andmgant) (Note 7pf the
Group is provided as collateral for bank borrowingise rights to the asset leased undemiiealease revert to the lessor in
event of default. Borrowings amounting to USD 112,thousand or LTL 501,724 thousand (2004: USD 182fh68sand ¢

LTL 461,553 thousand) are guaranteed by the Govenam

Borrowings amounting to USD 172,822 thousand or 1502,947thousand (2004: USD 181,577 thousand or LTL 46C
thousand) are bearing floating interest rate weéibricing period between 1 and 6 months. Borrowiegsluding finance leas
liabilities) of USD 290,785 thousand or LTL 846,2#®usand (2004: USD 295,614 thousand or LTL 749 P8usanylare

bearing fixed interest rate.

Maturity dates for borrowings bearing fixed intdnegte (excluding finance lease liabilities) arda@®ws:

2005 2004
UsD LTL UsD LTL
6 months or less 273 794 1,259 3,191
6-12 months 278 809 1,066 2,702
1-5 years 109,487 318,629 40,477 102,589
Over 5 years 180,747 526,010 252,812 640,751
290,785 846,242 295,614 749,233
The maturity of non-current borrowings (excludimgahce lease liabilities) is as follows:
2005 2004
usD LTL usD LTL
Between 1 and 2 years 5,657 16,463 10,879 27,573
Between 2 and 5 years 173,791 505,766 70,652 0639,
Over 5 years 274,600 799,141 384,062 973,405
454,048 1,321,370 465,593 1,180,046
The effective interest rates at the balance staetwiere as follows:
2005 2004
usD Other usD Other
Bank overdrafts - - - 7%
Bank borrowings 5.2% 3.8% 4% 3.9%
Borrowings from related parties 7% 4.9% 7% -
Finance lease liabilities - 7.6% - 7.4%
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19. Borrowings (continued)

The fair value of non-current borrowings bearingd interest rate is as follows:

2005 2004
usD LTL usD LTL
Borrowings 308,472 897,715 346,547 878,323

The fair value is based on cash flows discountéuues rate based on the borrowing rate of 5.709%9423.78%).The carryin
amounts of non-current borrowings bearing floatirtgrest rate and short-term borrowings approxirtfaeé fair value.

The carrying amounts of the Group’s borrowingsageaominated in the following currencies:

2005 2004
usD LTL usD LTL
US dollar 461,329 1,342,560 477,094 1,209,195
Other currencies 2,559 7,447 775 1,964
463,888 1,350,007 477,869 1,211,159
The Group has the following undrawn borrowing fitieis:
2005 2004
usD LTL usD LTL
Floating rate
— expiring within one year 109,352 318,236 10,030 428
— expiring within two years 515 1,499 - -
Fixed rate
— expiring within one year - - 118 300
109,867 319,735 10,148 25,723
Finance lease liabilities - minimum lease payments:
2005 2004
uUsD LTL uUsD LTL
Not later than 1 year 266 775 397 1,006
Later than 1 year and not later than 5 years 29 84 346 877
295 859 743 1,883
Future finance charges on finance leases (14) (41) (65) (164)
Present value of finance lease liabilities 281 818 678 1,719
The present value of finance lease liabilitiessisadlows:
2005 2004
uUsD LTL uUsD LTL
Not later than 1 year 253 736 355 900
Later than 1 year and not later than 5 years 28 82 323 819
281 818 678 1,719

The borrowings outstanding as at 31 Decena@®5 were subject to a number of covenants, ssi@xausive use of the loz
and restricted manag®nt ability to pledge, mortgage or sell the ass#ts acquisition of which was financed by Ic
throughout the duration of the loan agreementsawithihe lenders’ approval. The management beli¢vasthe Group hi
complied with these covenants.
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20. Deferred income tax

Deferred income tax assets and liabilities areevfighen there is a legally enforceable right teelffcurrent tax assets age
current tax liabilities and when the deferred inediaixes relate to the same fiscal authority. Tifeebamounts are as follows:

2005 2004
uUsD LTL uUsD LTL
Deferred tax assets:
— to be recovered after more than 12 months 17,843 51,927 17,066 43,254
— to be recovered within 12 months 3,350 9,749 13 33
21,193 61,676 17,079 43,287
Deferred tax liabilities:
— to be recovered after more than 12 months (279) 812)( (435) (1,203)
— to be recovered within 12 months (23) (66) - -
(302) (878) (435) (1,103)
20,891 60,798 16,644 42,184
The gross movement on the deferred income tax ati®as follows:
2005 2004
uUsD LTL uUsD LTL
Beginning of the year 16,644 42,184 17,203 43,732
Exchange differences - 2,015 - 17
Income statement (charge) benefit (Note 25) 4,247 6,599 (559) (1,565)
End of the year 20,891 60,798 16,644 42,184

The movement in deferred tax assets and liabiltigsng the yearwithout taking into consideration the offsettiofybalance
within the same tax jurisdictions, is as follows:

uUsD
Differencesin

remeasuring
non-monetary asset

Unrealised profit in
inventory and

and liabilities into  Accrued valuation at net

Deferred tax assets
At 1 January 2004
(Charged) to income statement

At 31 December 2004
Credited to income statement

At 31 December 2005

Deferred tax liabilities

At 1 January 2004

Credited to income statement
At 31 December 2004
Credited to income statement
At 31 December 2005

functional currency expenses realisable value Other Total
17,066 - - 881 17,947
- - - (868) (868)
17,066 - - 13 17,079
1,806 1,646 526 136 1144,
18,872 1,646 526 149 21,193
Differences ir
remeasurinc Differences
non-monetary asset in
and liabilities into depreciation
functional currency rates Total
(435) (309) (744)
- 309 309
(435) - (435)
133 - 133
(302) - (302)
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20. Deferred income tax (continued)

LTL
Differences ir
remeasuring
non-monetary asset
and liabilities into  Accrued

Unrealised profit in
inventory and
valuation at net

Deferred tax assets functional currency expenses realisable valie Other Total

At 1 January 2004 43,254 - - 2,434 45,688
Exchange differences - - - 20 20
(Charged) to income statement - - - (2,421) (2,421)
At 31 December 2004 43,254 - - 33 43,287
Exchange differences 1,531 228 245 35 2,039
Credited to income statement 10,136 4,562 1,286 36616,350

At 31 December 2005 54,921 4,790 1,531 434 61,676

Differences ir
remeasuring Differences
non-monetary asset in
and liabilities into depreciation

Deferred tax liabilities functional currency rates Total

At 1 January 2004 (1,103) (853) (1,956)
Exchange differences 3) )
(Charged)/credited to income statement - - -
Credited to income statement 856 856
At 31 December 2004 (1,103) - (1,103)
Exchange differences (24) - (24)
Credited to income statement 249 - 249
At 31 December 2005 (878) - (878)

In 2003, the Company resumed its modernization namgwhich includes significant investments in prbpeplant and
equipment during 2004 — 2009 in order to meet nstniagent quality requirements for gasoline andeliemore stringent
environmental requirements, to improve logisticd goroduct handling and to increase efficiency. Adowy to
management plans, part of these investments shawig been financed from the Company’s operating tias/s and this
should have enabled the Company to avoid income=x@enses during 2004 — 2009 by applying the imvest credit
following the terms of Investment Agreement (Not®.2The implementation of capital investments pléors2004 and
2005 were significantly delayed, therefore the ngamaent believes that the Company will not be abletluce its taxable
profits to nil in 2005 — 2009 and deferred incoime assets were recognised.

Deferred income tax assets are recognised forass ¢arry-forwards to the extent that the reabisatf the related tax
benefit through the future taxable profits is prtollea The Group did not recognise deferred incomeassets of USD 2,742
thousand or LTL 7,980 thousand (2004: USD 2,764igand or LTL 7,005 thousand) in respect of lossesuating to USD

17,032 thousand or LTL 49,566 thousand (2004: U8[22b thousand or LTL 46,698 thousand) that arosless making

subsidiaries and that can be carried forward aghitsre taxable income. Tax losses can be cafaedard for five years to
be offset against future taxable income. The exgértes are as follows:

2005 2004
usb LTL usD LTL

Expiry date
2005 - - 4,722 11,968
2006 3,298 9,598 3,787 9,598
2007 1,858 5,407 2,133 5,406
2008 1,379 4,013 3,477 8,812
2009 3,707 10,788 4,306 10,914
2010 6,790 19,760 - -

17,032 49,566 18,425 46,698
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20. Deferred income tax (continued)

Deferred income tax liabilities of USD 958 thousamd_TL 2,788 thousand (2004: USD 68 thousand ok 72 thousand)
have not been recognised for the taxes that waifghlgable on the unremitted earnings of certaisidigliies. Deferred income
tax liabilities were not recognised because thergaras determined that those profits will not istriduted in the foreseeable
future. Unremitted earnings totalled USD 3,207 #aou or LTL 9,333 thousand as at 31 December 220®4( USD 226

thousand or LTL 573 thousand).

21. Provisions for other liabilities and charges

UsD Penalty
imposed by
Claims Claim the
received from received from Environmental Competition
customers  the supplier obligations Council Total
At 1 January 2004 - 2,900 - - 2,900
Charged to income statement
- additional provisions 1,069 - - - 1,069
Used during the period - - - - -
At 31 December 2004/1 January 2005 1,069 2,900 - - 3,969
Charged to income statement
- additional provisions - - 11,007 11,044 22,051
Acquisition of subsidiary (Note 31) - - 522 - 522
Used during the period - - - - -
Exchange differences (89) - (207) (48) (344)
At 31 December 2005 980 2,900 11,322 10,996 26,198
LTL Penalty
imposed by
Claims Claim the
received from received from Environmental Competition
customers  the supplier obligations Council Total
At 1 January 2004 - 8,010 - - 8,010
Charged to income statement
- additional provisions 2,709 - - - 2,709
Used during the period - - - - -
Exchange differences - (660) - - (660)
At 31 December 2004/1 January 2005 2,709 7,350 - - 10,059
Charged to income statement
- additional provisions - - 31,449 32,000 63,449
Acquisition of subsidiary (Note 31) - - 1,500 - adb
Used during the period - - - - -
Exchange differences 143 1,090 - - 1,233
At 31 December 2005 2,852 8,440 32,949 32,000 76,241
Analysis of total provisions: 2005 2004
usD LTL uUsD LTL
- non-current (environmental obligations) 11,322 32,949 - -
- current 14,876 43,292 3,969 10,059
26,198 76,241 3,969 10,059
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21. Provisions for other liabilities and charges (@ntinued)

(a) Claims received from customers

Provisions of USD 980 thousand or LTL 2,852 thods§2004: USD 1,069 thousand or LTL 2,709 thousaegyesent
provision for probable losses in relation to thaimls received from the customers of Mazeikiu Naftading House
Sp.z.o0.0.

Due to uncertainty in the interpretation of the satazeikiu Nafta Trading House Sp.z.0.0. has nétlesk to the
customs office the petrol duty for the period frdnMay to 8 October 2004. The customers of Mazeaita Trading
House Sp.z.0.0. claimed that the selling price &hbe reduced by this petrol duty.

The Group created a provision for probable losse®lation to the claims received from the custanm@rMazeikiu Nafta
Trading House Sp.z.o0.0.

(b) Claim received from the supplier

Provision of USD 2,900 thousand or LTL 8,440 thawus§2004: USD 2,900 thousand or LTL 7,350 thousamgyesents
provision for probable losses in relation to thairdl received from PPS Pipeline Systems (PPS), ah&ractor of the Oll
Terminal Project, to compensate Lithuanian VAT.

In 2000, the Company received a claim from PPSIRp&ystems (PPS), the contractor of the Oil TaahProject, to
compensate Lithuanian VAT in the amount of USD 8,fi®usand which was incurred until registratiofP®fS in Lithuania
and, therefore, was not recovered from the stadigdiu Following advice of its lawyers the Compaejected these claims
as ungrounded. In 2003, the Company received atepelaim from PPS in the total amount of USD @,8®usand which
also included accumulated late payment of intevésiSD 662 thousand and PPS Pipeline Systems braffick costs of
USD 100 thousand. Furthermore, in 2003 PPS Pip&jstems submitted an additional claim of USD G#fusand to the
Company for the extra works reimbursement accortbnigpe Oil Terminal contract. The dispute over teeovery of VAT
first arose in 1997 and despite many threats,ratlin proceedings have still not been initiatedPRS.

The management believes that it is more likely thahthat an outflow of resources will be requitedsettle the above
obligation, therefore the provision was recognisetthe financial statements of the Group.

(c) Environmental obligations

As at 31 December 2005 provisions for environmeantdigations consist of the provisions recognisgdtie Company
amounting to USD 10,807 thousand or LTL 31,449 damal (2004: nil) and contingent liabilities recag in a business
combination amounting to USD 515 thousand and L{HOQ thousand (Note 31).

In the production process the oil refinery causestamination. A provision of USD 10,807 thousandLdi 31,449
thousand was recognised for the costs to be inddoethe treatment of the waste which was accutedl®efore 1999.
According to the waste treatment plan agreed wighMinistry of Environment of the Republic of Litlwia, the Group is
required to clean up all contamination that it esubefore 2012. It is expected that the provisidhbe used after 2006.
The Group recognised a related reimbursement feir@mmental obligations receivable from the Goveemtn(Note 11).
According to the Investment Agreement signed betwdee Company, the Government and Williams Intéonal
Company (replaced by Yukos Finance B.V.) the Gowvemmt committed itself to compensate all losseshto dtrategic
investor and the Company incurred before the psation.

Contingent liabilities recognised in a business imation amounting to USD 515 thousand or LTL 1,H@@usand as at 31
December 2005 were recognised for the contaminatirsed by Ma eiki Elektrin AB. As at 31 December 2005 there
were no laws or regulations obliging Ma eikElektrin AB to clean up the contamination, but the managenoé the
Group believes that such regulation will be pasedtie nearest future, therefore a contingent litgbivas recognised in the
balance sheet of the Group.

53



MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

21. Provisions for other liabilities and charges (@ntinued)

(d) Penalty imposed by the Competition Council

In July 2004, the Lithuanian Competition Councihooenced an investigation against the Company terahéte whether
the higher price of fuel in Lithuania is the resaft violations and abuse of its dominant positiontlhe market. The
investigation resulted from the fact that the pgiog&fuel in Lithuania are higher than those iniatand Estonia, despite the
fact that with effect from May 2004 all three caugs have unified fuel excise and customs dutié® ihivestigation was
completed in July 2005. The Lithuanian Competitt@ouncil concluded that the Company abused its damiposition in
the Lithuania, Latvia and Estonia market of petnadl diesel in 2002 — 2004. The Lithuanian CompmetiCouncil obligated
the Company to terminate the activities violatihg taws of the Republic of Lithuania and Europeariod and imposed a
penalty on the Company. Although the Company haealed the decision of the Competition Council durt, the Group
created a provision of USD 10,996 thousand or LZ|080 thousand for the penalty imposed by the kitiian Competition

Council in the financial statements for the yeatexh31 December 2005.

22. Expenses by nature

Depreciation and amortisation (Notes 7 and 8)
Wages and salaries

Social security costs

Costs of crude oil and feedstock

Additives and catalysts

Changes in inventories of finished goods and work i
progress

Transit and freight

Railway services

Terminal and laboratory services

Electricity

Steam power

Intermediary services

Consumables and office supplies

Taxes, other than corporate income tax
Insurance

Operating lease

Professional fees

Change in provision for impairment of receivables
Long-term employee benefits

Provision for penalty imposed by the Competitioru@ail
Change in provision for inventory

Reversal of impairment charge of PP&E
Impairment charge of PP&E

Other expenses

Classified as:

— cost of sales

— selling and marketing costs
— administrative expenses

200t 200Z
USD LTL usD LTL
39,098 108,429 38,315 106,476
57,873 160,939 53,243 147,669
17,658 49,098 16,183 44,908
3,266,996 9,110,129 2,054,321 5,706,394
7,192 19,969 6,270 17,307
(89,773)  (251,217) (14,846) (42,644)
80,933 225,738 74,030 205,078
56,736 157,128 49,859 138,459
30,520 84,398 27,780 77,162
33,631 93,041 35,554 98,759
11,014 29,735 13,478 37,377
15,840 44,089 991 3,059
15,446 43,086 13,048 36,343
8,302 22,773 9,970 27,617
7,449 20,658 7,703 21,447
7,190 19,985 6,708 18,690
6,282 17,659 4,193 11,593
(108) (313) 1,237 3,409
3,233 9,205 - -
11,044 32,000 - -
3,161 8,944 5,900 16,258
(1,528) (4,061) - -
1,694 4,686 10,313 28,379
36,321 101,662 25,223 69,005
3,626,204 10,107,760 2,439,473 6,772,745
3,336,777 9,302,596 2,204,935 6,124,239
206,075 572,270 163,127 451,661
83,352 232,894 71,411 196,845
3,626,204 10,107,760 2,439,473 6,772,745
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23. Finance income

Finance income consists of interest income of U8[834 thousand or LTL 41,633 thousand (2004: USiB3thousand or

LTL 9,832 thousand).

24. Finance costs

Interest expense:
— borrowings
— finance lease

Foreign exchange transaction (gains)/losses
Other finance costs

25. Income tax expense

Current tax
Deferred tax (Note 20)

2005 200¢
USD LTL USD LTL
28,605 79,450 26,555 73,854
30 84 70 196
28,635 79,534 26,625 74,050
3,185 6708 (8,434) (22,801)
20 53 - -
31,840 88,257 18,191 51,249
2005 2004
USD LTL UsD LTL
48,949 135,297 45,222 126,622
(4,247) (16,599) 559 1,565
44,702 118,698 45,781 128,187

The tax on the Group’s profit before tax differerfr the theoretical amount that would arise usirgwhighted average t

rate applicable to profits of the consolidated camps as follows:

2005 2004
uUsD LTL uUsD LTL

Profit before tax 363,425 1,004,412 306,624 849,347
Tax calculated at 15% (2004: 15%) 54,514 150,662 5,9 127,402
Effect of different tax rates in other countries 703 (983) (43) (120)
Non-deductible exchange differences (2,513) (6,450) (307) (778)
Exchange differences related to prior periods fhictvdeferrec
income tax was created (4,549) (17,200) - -
Income not subject to tax (221) (549) (306) (776)
Expenses not deductible for tax purposes 2,609 26,84 3,589 10,434
Capital investment relief (4,355) (12,438) - -
Charity expenses deductible twice for tax purposes (774) (2,145) (122) (310)
Utilisation of previously unrecognised tax losses 493) (1,426) (3,670) (9,302)
Tax losses for which no deferred income tax asast w
recognised 854 2,385 646 1,637
Tax charge 44,702 118,698 45,781 128,187

According to the Investment Agreement signed orO2bber 1999 between the Company, the Governmeht\dliams

International Company (from 19 September 2002 mgulaby Yukos Finance B.V.) the Company can redtgcéakable
profits by the capital investment relief. The Inrasnt Agreement guaranteed that starting from 2l 1999 for a
period of 10 years the portion of taxable profitthé Company utilised for investment in propertignp and equipment
will be taxed at a corporate profit tax rate of &rgent. Uncertainties relating to certain provisiasf Investment
Agreement based on the Constitutional Court detiare described in Note 29.
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26. Earnings per share

Basic
Basic earnings per share is calculated by dividiveg profit attributable to equity holders of thengmany by the weighted
average number of ordinary shares in issue duhegéear.

200¢ 200¢
uUsD LTL usD LTL
Profit attributable to equity holders of the Compan 319,478 887,764 261,103 721,883
Weighted average number of ordinary shares in issue
(thousands) 707,454 707,454 707,454 707,454
Basic earnings per share (USD or LTL per st 0.452 1.25¢ 0.36¢ 1.02C
Diluted

Diluted earnings per share is calculated by adjgsthe weighted average number of ordinary shanéstanding to assume
conversion of all dilutive potential ordinary shewrd&he Company has one category of potentiallytidéuordinary shares in
the form of share options, but for the reason®sebelow management has not been able to calouidtesufficient certainty

their dilutive impact.

According to the Investment Agreement as of 18 J20@2, Yukos Finance B.V. had an option to subscfdr a certain
number of newly issued shares in the Company fooresideration of USD 75 million. Yukos Finance BJaignalled its
intention to exercise this option by delivering@ice in writing to the Government on 29 Octobe®2@nd to the Company
on 5 November 2004.

According to the most dilutive interpretation oétinvestment Agreement, the dilutive effect woudddm additional 309,158
thousand (2004: 225,581 thousand) shares, thatdwgivé a diluted earnings per share of USD 0.314Tdr 0.873 (2004
USD 0.280 or LTL 0.774). According to the less tiita interpretation, the dilutive effect would be additional 165,505
thousand (2004: 120,763 thousand) shares, thatdwgivé a diluted earnings per share of USD 0.366Tdr 1.017 (2004:
USD 0.315 or LTL 0.872).

The Investment Agreement provides that in the egéttie execution of the first option, Yukos Finarg.V. would then have
a further option to purchase from 1 to 11.5 peradrghares held by the Government for a price wigcbqual to 3 times
EBITDA (preceding year) multiplied by the percerggg be purchased but not less than USD 4.9 miftorl percent. This
option expires on 29 October 2006.

As at the date of signing these financial statemangotiations between the parties are on-goingladnanagement of the
Company is not aware either of the timing or thiestance of any agreement that the Government andukos Group may
reach. Consequently, despite the notice providgdrbkos Finance BV, no new shares have been issmedwithout
agreement between the parties it is not likely #mgt will be issued.
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27. Dividends per share

At the Annual General Shareholders’ meeting on 28ilA2005, a dividend in respect of 2004 of LTL B.Ber share
equivalent to USD 0.131 per share amounting total ttividend of LTL 247,609 thousand (USD 92,67dusand) were

declared.

28. Cash generated from operations

Profit for the period

Adjustments for:

— tax (Note 25)

— depreciation (Note 7)

— amortisation (Note 8)

— (profit) on sale of non-current assets class#iedheld for sale

— (profit)/loss on sale of PPE

— retirement of PPE (Note 7)

— reversal of impairment charge of PPE (Note 7)

— impairment charge on PPE (Note 7)

— interest income (Note 23)

— interest expense (Note 24)

— net movement in provisions for liabilities

— share of loss/(profit) from associates (Note 10)

— Excess of the acquirer’s interest in the nettassequired
recognised as income (Note 31)

— exchange (gains)/losses on borrowings

Changes in working capital:

— inventories

— trade and other receivables

— trade and other payables

Cash generated from operations

2005 2004
USD LTL USD LTL
318,723 885,714 260,843 721,160
44,702 118,698 45,781 128,187
37,711 104,581 37,032 102,908
1,387 3,848 1,283 3,568
1) (2) - -
(172) (462) 951 2,906
2,548 6,995 6,410 17,744
578) (4,061) - -
1,694 4,686 318 28,379
(14,854) (41,633) €3)5 (9,832)
28,635 79,534 26,625 74,050
22,051 63,449 1,069 2,709
(103) (286) 163 453
(104) (278) -
(626) 280,3 - -
(59,922)  (247,343) (78,119) (105,906)
(12,556) (90,251) 7,96%) (218,123)
128,401 475,070 47,390 132,389
495,986 1,538,651 318,211 880,592

29. Contingencies

Investigation of the Latvian Competition Council

In November 2005, the Latvian Competition Councibnomenced an investigation against Mazeikiu Nafta
Tridcniecibas Nams SIA whether it did not abusedidsninant position in the Latvian market. The invgation is not
completed and the results of investigation arekmamwn at the date of these financial statemente. MAnagement has
taken legal advice and believes that Mazeikiu Naftdcniecibas Nams SIA has complied with Latviampetition law
and, therefore, no provision was made in the firrstatements for the year ended 31 December 2005.
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29. Contingencies (continued)
Claim from Klevo Lapas UAB

In 2003, based on a decision of the Competitionn€bustating that the Company did not comply whk Competition Law
and which allows the customers affected by the Gomis pricing policy to claim damages from the Camp, legal
proceedings initiated by Klevo Lapas UAB against fBompany in 2000 were renewed and the Court afguzbian
independent expert committee to evaluate the plesaibhounts of damages caused to Klevo Lapas UABtA4 December
2005, the claim from Klevo Lapas UAB amounted toLLT41 thousand (equivalent to USD 255 thousand ta3la
December 2005). However, the possible amounts ofadas caused to this customer evaluated by thetesqp@amittee
appointed by the Court at an early stage of thputiescomprised approximately LTL 7,500 thousandiifexent to USD
2,577 thousand as at 31 December 2005). As at 8&rbiger 2005 the Company had a receivable from Klepas UAB
amounting to LTL 5,298 thousand (equivalent of USB20 thousand as at 31 December 2005), which veagded in full.
The management does not expect that the final anafuthis claim will exceed the amount receivahienfi Klevo Lapas
UAB, therefore, no provision for the claim was maaéhe financial statements for the year ende®8tember 2005.

Payment request from a group of inventors

The Company had received a payment request fromoapgof individuals in the amount of LTL 14,000 tisand
(equivalent to USD 4,810 thousand as at 31 Decer2b@b) related to a production improvement prodesented and
patented by the group and subsequently implemdatede Oil refinery covering the period 1996 — 20Bthnagement does
not agree that the implementation of the inventiih actually improve the output of production pregeand, therefore,
rejected the payment request. In 2003, one ofrthenitors initiated legal proceedings against then@any and claimed an
amount totalling LTL 400 thousand (equivalent toDJ$37 thousand as at 31 December 2005). The fisthmce court
rejected the claim as ungrounded in February 20Dige inventor appealed against the decision ofcthet. Management
believes that the charges are without merit andoralingly, no accrual for this contingent liabilihas been made in these
financial statements. In the event the Companysltisis proceeding, the Company might raise thesisgicompensation of
the amounts of this claim under provisions of theektment Agreement, signed between Yukos Oil Gatum OAO,
Yukos Finance B.V., Williams International Comparthe Company and the Government (see also decisiothe
Constitutional Court described further).

Claim from Rietumu Banka AS

In 1999, the Company received a claim from RietuBamka AS for the total amount of USD 1,250 thousesidted to
unperformed sales of oil products to Thornleighstiutd. in accordance with the agreement signed3®March 1998 with
Rietumu Banka AS and Thornleigh Trust Ltd. The Campset-off the advance payment of USD 1,250 thuiseceived
from Thornleigh Trust Ltd. against the receivablance outstanding and did not perform the shipnoénproducts.
Management has taken legal advice and believeshdatiaim is without merit, therefore, no provisior the claim amount
was made in the financial statements for the yrde@ 31 December 2005.

Other litigations and claims

The Group is involved in other litigations and leésms against it for the matters arising in thdimary course of business,
which have not been described above. In the opioibthe management, the outcome of these claimisnetl have a
material adverse effect on the Group’s operations.

Decision of the Constitutional Court of the Repaloli Lithuania

On 18 October 2000, the Constitutional Court of Republic of Lithuania concluded that certain psis of the Law of
the Republic of Lithuania on Reorganization of Rullompanies Bting s Nafta AB, Ma eiki Nafta AB and Naftotiekis
AB, which entitled the Government to assume, onalfedif the State, major property-related obligasido the strategic
investor and (or) Ma eiki Nafta AB, contravened the Constitution of the Rajguof Lithuania. The Constitutional Court
concluded that the provision in the Law on comptosaof losses to the strategic investor and Ma eiklafta AB is
formulated in such a way that the State would fevebligation to compensate from the State budgmt & the losses were
incurred due to the fault of the strategic investditliams International Company and (or) Ma eikNafta AB, and thus
contradicts the Constitution of the Republic ohiiania.
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29. Contingencies (continued)

The Investment Agreement signed on 29 October B@®®een the Company, the Government and Willianterhational
Company (from 19 September 2002 replaced by Yukoan€e B.V.) established that the Government und&rto ensure
the economic conditions for the Company’s operatifre. laws and other legal acts of the Repuliitithuania) will not
be changed in a manner that would adversely affeatnpede implementation of the Management Planh®fCompany
until the later of the termination of the Manageim&greement, the Shareholders’ Agreement or thariéimg Agreements
(as such Management Plans and agreements definedntractual documentation signed by the parti€hpe strategic
investor and/or the Company can claim compensdtmn the Government for any losses incurred dubéoGovernment’s
failure to ensure these matters. In addition, unlderprovisions of the Investment Agreement the @amy is indemnified
by the Government from certain obligations anddsssf any, arising from the contingencies thatevpresent when the
agreement was signed. In 1999 and 2000, the Conmearjved LTL 140,000 thousand (USD 35,000 thousasdrude oil
interruption compensation. In 2001 and 2002, thegBument compensated to the Company LTL 33,431stmudi (USD
8,671 thousand) under provisions of the Investrgmeement for indemnification from certain obligats and losses. The
management of the Company believes that the uncirtelated to the decision of the Constitutio@aurt may to some
extent negatively influence the Government wherfilling its obligations under the provisions of tHavestment
Agreement, however, no provisions have been estadilifor the possible repayment of compensati@aayr received.

In accordance with the amendments made to the timeet Agreement as at 8 July 2003, the provisidowahg the
Company the unilateral right of set off of amountseivable from the Government with the amountsaply to the
Government was abolished.

Dispute with Klaipdos nafta AB over surplus balance of oil products

The Company is a sole exporter of light oil produgt a terminal owned by Klaidos nafta AB. During a stocktake at the
terminal, a surplus balance of light oil productsnprising USD 8.2 million at year-end oil produgisces, which was
accumulated during 1999-2004 was identified. OndyM004 the Company and Klagns nafta AB signed an agreement to
share the surplus balance equally. However, palhtithis decision has not been implemented andGbmpany has not
recognised its share of the surplus balance assat as at 31 December 2005.

Guarantees under waste treatment plans

As required by a waste treatment plans approvetidwinistry of Environment in 2004, the Compansued guarantees to
the regional departments of the Ministry of Enviment for a total amount of LTL 11,970 thousand (USD13 thousand as
at 31 December 2005). Guarantees are valid urllie@ember 2007. Payments under these guaranteelsl dfmmade in
cases when the Company is unable to continue tegatof waste accumulating in production processthin financial
statements for the year ended 31 December 2005rtgp made a provision for the environmental oltitcges amounting to
USD 10,807 thousand or LTL 31,449 thousand (Not¢ &id recognised related reimbursement for envieorial
obligations receivable from the Government (Notg 11

Emission allowances

The Group participates in a carbon dioxide capteadie scheme. In 2005 the Group was set a targdtebgovernment to

reduce its emissions of carbon dioxide to 6,622 #8818 (the cap) in 2005 - 2007. The Group is issalkxvances equal in
number to its cap by the Government. Allowancessseed free of charge. Allowances obtained atash are recorded at a
zero basis by the Group. In addition, in 2005 tgiodhe business combination the Group acquiredvatices to emit

2,651,020 tons of carbon dioxide in 2005 — 2007téNgil). The management believes that the actuadsémni of carbon

dioxide will not exceed the allowances receiveddfage no accrual for additional costs was esthbtisin the financial

statements for the year ended 31 December 2005.

Tax audits

No full-scope tax audits were carried out by theaathorities at the Company for the years 20015200e tax authorities
may at any time inspect the books and records nvhjears subsequent to the reported tax yeanmaydmpose additional
tax assessments and penalties. The Group’s managemmmt aware of any circumstances which may gaeto a potential
material liability in this respect.
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30. Commitments
(a) Capital commitments

Capital expenditure contracted for at the balaheetsdate but not yet incurred is as follows:

31 December 2005 31 December 2004
uUsD LTL usD LTL
Property, plant and equipment 44,002 128,055 658 ,668L

(b) Operating lease commitments — where a Groupf2mmyis the lessee

The Group leases various property, plant and equiprander non-cancellable operating lease agresnieEné leases have
varying terms, escalation clauses and renewalsight

The Group also leases various property, plant angdpment under cancellable operating lease agresméhe lease
expenditure charged to the income statement dthnmgeriod is disclosed in Note 22.

The future aggregate minimum lease payments uratecancellable operating leases are as follows:

2005 2004
usD LTL usD LTL
No later than 1 year 448 1,304 498 1,262
Later than 1 year and no later than 5 years 824 982,3 977 2,476
Later than 5 years 557 1,621 581 1,473
1,829 5,323 2,056 5,211

31. Acquisitions
Business combinations

On 12 October 2005 the Group acquired 85.72% ofstiere capital of Ma eiki Elektrin AB, a company involved in
manufacture, supply and distribution of electrigityd thermal energy. The acquired business cotedinevenues of USD 33
thousand or LTL 96 thousand and incurred net 16$$SD 1,598 thousand or LTL 4,636 thousand to theu@ for the period
from 1 October 2005 to 31 December 2005 (afteripition of intragroup transactions). If the acdiosi had occurred on 1
January 2005, the Group’s revenue would have be&dh 4J005,829 thousand or LTL 11,156,771 thousand paofit for the
year would have been USD 333,852 thousand or LTR,88B thousand. These amounts have been calculated the
Group’s accounting policies and by adjusting theults of the subsidiary to reflect the additionaprkciation and
amortisation that would have been charged assuthimggir value adjustments to property, plant agdigment, intangible
assets and inventory had applied from 1 Januar$,20Q@ether with the consequential tax effects.

Details of net assets acquired and goodwill arfeléswvs:

UsD LTL
Purchase consideration - cash paid 6,198 17,800
Fair value of net assets acquired (4,769) (13,695)
Gooduwill (Note 9) 1,429 4,105

The goodwill is attributable to the synergies expddo arise after the Group’s acquisition of M&ieiElektrin AB.
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31. Acquisitions (continued)

The assets and liabilities arising from the acdjoisiare as follows:

Fair value Acquiree’s carrying amount
uUsD LTL uUsD LTL

Cash and cash equivalents 465 1,334 465 1,334
Property, plant and equipment (Note 7) 7,714 22,155 13,203 37,918
Licences and software - - 19 55
Inventories 3,351 9,623 2,992 8,591
Trade and other receivables 2,114 6,073 2,114 6,072
Prepaid current income tax 55 157 55 157
Borrowings (1,717) (4,932) (2,717) (4,932)
Trade and other payables (5,897) (16,933) (5,897) (16,933)
Provisions for other liabilities and charges (N21§ (522) (1,500) - -
Net assets 5,563 15,977 11,234 32,262
Minority interest (14.28%) (794) (2,282)
Net assets acquired 4,769 13,695
Purchase consideration settled in cash 6,198 8007,
Cash and cash equivalents in subsidiary acquired (465) (1,334)
Cash outflow on acquisition 5,733 16,466

The fair values of property, plant and equipmentewdetermined based on the valuations of assefsrped by the

independent valuators.

Through the above business combination the Grogpia allowances to emit 2,651,020 tons of carthoride in 2005 —
2007. These allowances (intangible assets) witlfieihe@alue at the date of acquisition of USD 748, 2fousand or LTL 213,322
thousand and the related liabilities for the actralssions made until the date of acquisition \tlith fair value of USD 5,903

thousand or LTL 16,953 thousand at the date ofisitipun were not recognised in the balance shetieGroup.

There were no business combinations in the yeagdBd December 2004.

Acquisition of share in subsidiary

In March 2005, the Company’s wholly owned subsigidotas UAB increased its ownership in thgbsidiary Ventus Nai

AB by 2.32% from 95.2% to 97.52%.

Details of net assets acquired and goodwill arfelbsvs:
Purchase consideration:

— cash paid for shares issued

— fair value of other assets given

Total purchase consideration

Carrying value of net assets acquired

Gooduwill (Note 9)

usbD LTL
136 362
227 605
363 967
81 216
444 1,183

In October 2005, the Company’s wholly owned sulsidiUotas UAB increased its ownership in the subsydVentus

Nafta AB by 1.07% from 97.52% to 98.59%.
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31. Acquisitions (continued)

Details of net assets acquired and goodwill arfelbsvs:

USsSD LTL
Purchase consideration — fair value of assets given 114 326
Carrying value of net assets acquired (109) (313)
Goodwill (Note 9) 5 13

In April 2005, the Company acqed 40% of shares in its subsidiary Juodeidafta UAB from the minority sharehold:
increasing its ownership to 100%.

Details of net assets acquired and excess of tpgrac’s interest in the net assets acquired owst are as follows:

UsD LTL
Purchase consideration — cash paid 208 554
Carrying value of net assets acquired (312) (832)
Excess of the acquirer’s interest in the net asseigaired (104) (278)

Excess of the acquirer’s interest in the net asaetmired amounting to USD 104 thousand or LTL #f&sand was
recognised in the income statement immediately.

32. Related-party transactions

As at 31 December 2005 Yukos International BK/ is the majority shareholder of the Companycéwling to the provisiol
of the Investment Agreement, Yukos Finance B.V.thasagement control rights over the Company.

In June 2002, the Group and Yukos Oil Company OAgdesl a crude oil supply agreement for an annuahtjy of 4,80
thousand metric tons of crude oil. The price ofer oil is determined based on open market terimsagreement is valid until
September 2012. In 2004, Yukos Oil Company OAO cdaments under this agreement were transferred toaSmefteg:
OAQ, the Yukos Group company. Furthermore, accgrttinanagreement with Yukos Oil Company OAO signed in J20@2
the Group has committed to accept an annual quanft#,000 thousand metric tons of crude oil fromky¥s Oil Company OA
and to transport it through the oil terminal. Thee for the transportation services is determibaded ormarket terms. Th
agreement wasalid until 31 December 2005. In February 2005 &4iKil Company OAO suspended supply of crude dih¢
Group both for refining and transportation purposes

On 1 January 2005 the @up signed a sales commissioner agreement witb\RetPTE, an entity related to Yukos Oil Comg
OAO. According to this agreement Petroval PTE dbkés Group’s oil products for a defined fee. Acdsureceivable balan
represents receivables from tihérd parties which have to be collected by Petr®&E on behalf of the Group. Until 1 Jant
2005 a sales commissioner agreement signed on émlmar 2002 with Petroval SA was valid. This agregmeas terminated |
mutual agreement of parties effective from 31 Dduem2004.

Naftelf UAB is an associated company, where the @amy holds 34 percent of the shares. The Group gtlfuel to Nafte
UAB.

The Government has significant influence over tloen@any. For the purposes of the related party aisce he Governmel
includes state authorities and exclude local aitteer
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32. Related-party transactions (continued)
The following transactions were carried out withated parties:

(a) Sales of goods and services

2005 2004
uUsD LTL uUsD LTL
— Naftelf UAB 23,584 65,809 12,544 34,604
— Yukos Group* 40 108 13,772 38,816
— Petroval SA (acting as direct sales client) 184,2 351,142 110,882 307,820
— Petroval PTE (acting as direct sales client) D,9 28,818 - -
158,853 445,877 137,198 381,240
(b) Purchases of goods and services
2005 2004
usD LTL usD LTL
— Petroval PTE (commission fee and purchases adg)oo 90,227 251,511 - -
— Petroval SA (commission fee and purchase of goods 1,512 4,214 313,625 867,863
— Yukos Group* (purchase of crude oil) 896 2,356 495,677 4,163,479
— Yukos Finance B.V. (management fee) 1,458 4,049 1,809 4,994
94,093 262,130 1,811,111 5,036,336
(c) Tax expenses — the Government
2005 2004
usD LTL usD LTL
Income tax 44,000 116,660 45,351 126,983
Taxes, other than income tax 8,210 22,521 9,933 27,515
Social security costs 17,336 48,203 15,972 44,322

69,546 187,384

71,256 198,820

(d) Key management compensation

2005 2004
usD LTL usD LTL
Salaries and other short-term employee benefits 554 1,846 509 1,612

Key management includes 7 (2004: 7) members ohtreagement of the Company.

(e) Acquisition of subsidiary

On 12 October 2005 the Group acquired 85.72% dflihee capital of Ma eiki Elektrin AB from the Government (Note 31).
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32. Related-party transactions (continued)

(f) Year-end balances arising from sales/purchatemods/services

Receivables from related parties (Note 13): 2005 2004
uUsD LTL uUsD LTL
Yukos Group* trade receivables 2,162 6,292 72,1 5,802
Less provision for impairment of receivables 2,169) (6,284) (2,172) (5,787)
Yukos Group* trade receivables - net 3 8 6 15
Petroval PTE 52,187 151,875 - -
Petroval SA 147 428 71,415 181,002
Naftelf UAB 701 2,040 900 2,281
53,038 154,351 72,321 183,298
Reimbursement for environmental obligationseneable
from the Government (Note 11) 10,807 31,449 -
63,845 185,800 72,321 183,298
Amounts due to related parties (Note 18):
2005 2004
Amounts payable to related parties: UsD LTL UsD LTL
Yukos Group* 571 1,662 64,052 162,341
Yukos Finance B.V. 320 931 124 314
Petroval SA 350 1,019 10,887 27,593
Petroval PTE 3,560 10,360 - -
Naftelf UAB - - 40 101
Government 16 47 56 142
4,817 14,019 75,159 190,491
Advance payments received from related parties:
Petroval PTE 2,031 5,910 - -
6,848 19,929 75,159 190,491
Government grant relating to purchases of PPE (lid}e 4,963 14,443 4,985 12,634
11,811 34,372 80,144 203,125
(9) Year-end balances arising from taxes paid/plyatthe Government
Prepaid taxes: 2005 2004
uUsD LTL uUsD LTL
Prepaid current income tax 165 480 - -
Long term portion of prepayment for real estate(idate 11) 1,134 3,300 4,338 10,995
Prepaid taxes, other than corporate income tax 92,73 7,971 5,292 13,413
4,038 11,751 9,630 24,408
Taxes payable: 2005 2004
uUsD LTL uUsD LTL
Current income tax payable 36,636 106,618 53,129 134,655
Taxes other than income tax 26,186 76,206 23,287 9,029
62,822 182,824 76,416 193,676
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MA EIKI NAFTA AB
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

(all tabular amounts are in USD’000 and LTL'000asd otherwise stated)

32. Related-party transactions (continued)

Deferred taxes: 2005 2004

usD LTL usD LTL
Deferred income tax assets 20,841 60,651 16,644 42,184
(h) Loans from related parties — the Government¢N®)

2005 2004

usD LTL usD LTL
Beginning of year 288,983 732,427 288,991 798,222
Acquisition of subsidiary (Note 31) 1,717 4,932 - -
Interest charged 20,525 57,235 21,268 59,024
Interest paid (20,603) (57,448) (21,276) (59,044)
Loan repayments made (113) (329) - -
Exchange differences (22) 108,559 - (65,775)
End of the year 290,487 845,376 288,983 732,427

Loans from related parties consist of loans grabtethe Government to the Company amounting to 288,927 thousand
or LTL 840,837 thousand (2004: USD 288,927 thousandTL 732,285 thousand) and Ma eikElektrin AB amounting

to USD 1,544 thousand or LTL 4,492 thousand pltsrést accrued amounting to USD 16 thousand or 4T lthousand
(2004: USD 56 thousand or LTL 142 thousand).

An interest of 7 percent per annum is payable eridan granted by the Government to the Compangn ltias to be repaid
by 11 July 2013. First instalment is due in 2009.

An interest of 4.95 percent per annum is payablthedoan granted by the Government to Ma eikiektrin AB. Loan has
to be repaid by 15 April 2011.

*Yukos Oil Company OAO, Yukos Finance B.V., Yukozport Trade OO0, Samaraneftegas OAO are treate¢deaY uko
Group companies.
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PUBLIC COMPANY MAZEIKIU NAFTA PERFORMANCE REPORT
FOR THE FINANCIAL YEAR 2005

AB Mazeikiu Nafta (hereinafter — the Company) and its sudnsésd (hereinafter jointly — the Group) will
remember the year 2005 not only as the year of ffsaPiversary but as the most profitable year in the
Group’s history as well. During the period indicated AB Mazeikaft&d Group earned USD 318.7 million
(LTL 885.7 million) of net profit under the International Financial Repor8tendards (IFRS).

The revenues of the Group increased by 45.1 percent up to U3lipr (y USD 1.2 billion more than in
2004). The net profit increased by USD 57.9 million (22.2 percengnifpared to 2004. The value per
share fluctuated from LTL 4.17 to the record value of LTL 13.4@ improvement of financial indicators
also continued: the debt to equity ratio was 0.70 (1.05 in 2004), tHidiuidity ratio was 1.47 (1.35 in
2004), the asset turnover ratio was 2.49 (2.20 in 2004). Notwithstandingctivd profits the profitability
indicators reduced: the return on assets was 0.20 USD/USD (0.21 8B0AJ2004) and the return on
equity was 0.47 USD/USD (0.58 USD/USD in 2004).

During 2005 the Group’s cash flows from the operating activitiesuated to USD 496 million.
Notwithstanding USD 59.2 million of income tax paid, USD 59.9 millgfrinvestments into long-term
tangible and intangible assets and payment of USD 92.7 million of dividends, castebat the end of the
year increased by USD 244.2 million.

In order to more precisely evaluate the risks for the Groupijlistaof business environment and the

Company’s perspective as well as achieve establishmenteadomable payment conditions when
concluding agreements with suppliers and borrowing funds from bank&rinep has engaged the

international rating agency Fitch Ratings. In July 2005 the agessigreed B+ long-term foreign currency

credit rating and B short-term rating to the Group. Thengatiassigned to the Company reflect the
improving business activities of the Group, its stable positionarkets of the Baltic region and increasing
exports to the countries of Western Europe and USA as wedgasgar earnings from transportation of
crude oil and petroleum products. However, the agency noted dependémeé&obup’s cash flows on the

world refining margins.

Crucial factor in the successful performance of the Grouphforyear 2005 was positive situation on the
world markets enjoyed by the refiners for three years thighcombined effect of increased crude oil and
petroleum products prices and refining margins. In 2005 the averade oil refining margin (difference
in price of crude oil and petroleum products) in Europe for thésUF2-2-1 type crude oil was USD/t
111.8, while in 2004 it was USD/t 92.4.

Due to the increase of crude oil prices and changes in the corndifipayment for crude oil the Company
faced an increased demand for working capital. For the purpobasaoting its cash flows the Company
has concluded the credit line agreements with banks under whiahnettie limit may reach USD 120.6
million.

Positive results of the Group for the year 2005 were alsondieted by diligent and efficient work of all
divisions. Successful negotiations with Transneft and Russian oil companiesdemsunterrupted supplies
of crude oil to the Company. Upgrade of the Company’s process wmdgitstable supplies of crude oil
facilitated increase of monthly refining rates from 800-830 thousamsl to 840-870 thousand tons. The
Company reached a record monthly throughput last year by refining 9i8nmdns of crude oil (8.7
million tons in 2004).
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Notwithstanding the fact that the volumes transshipped throughgB Terminal reduced by 15.4 percent
if compared to 2004 and amounted to 6.1 million tons, even under the ingreampetition among the
Baltic seaports the Company managed to conclude the agreement witBalliokexactly at the time when
B ting Terminal was facing a risk of undersupplies. Transportation voluradsir ai pipelines increased
by 2.9 percent if compared to the previous year and amounted to 20.2 million tons.

As in previous years the Group continued increase of petropgaducts sales, especially in the target
markets. Increase of sales in the target markets wimésseontinued dynamic sales policy implemented
by UAB Mazeikiu Nafta Trading House, the subsidiary of the Cappactive sales in cooperation with
the largest as well as the minor clients, pursuit of the strategictidgjs, recognition of petroleum products
by such markets and increased demand for higher quality of petrgdeoducts due to the quality and
environmental requirements becoming stricter each year.

Sales in Lithuanian, Estonian and Polish markets increased bgnilién tons (or by 10 percent) if
compared to 2004. However, increase of the sales was not inswakdnarkets. Sales in Latvian market
reduced by 0.03 million tons (or by 5 percent) due to increased imponts GIS and transit of CIS
products via Latvia to the markets of Northwest Europe (E$Burces are becoming more competitive in
the Baltic countries).

The cost reduction was and still remains one of the main tasksmprovement of the Group’s
performance. The following successful negotiations were complete@005: with AB Lietuvos
Gele inkeliai (Lithuanian Railways) for reduction of railifés applied for petroleum products transported
from the Company to Klaigla; with AB Klaip dos Nafta for reduction of handling tariffs; with Klaga
State Seaport Authority for reduction of port fees. The Group paiddeyabie attention to management of
its expenses and ensured an adequate control over its budget. A#t afrdsese efforts, transportation
costs were lower than it was planned.

The Company dedicates special attention to the environmentatisat the end of last year the Company
started implementation of Environmental Management Systemcordance with 1ISO 14001:2004 with
completion scheduled for the second half of the year 2007. yi$tens will ensure fulfillment of the
applicable legal requirements, improvement of the overall nesnegt and will help the Company to
administer its documentation, improve work conditions, reduce theofigbollution and man-caused
incidents, increase competitiveness of the Company and enhance its image.

The Group continued its activities under the second phase of Mpakiwoni Program. The total amount of
investments into the long-term tangible and intangible asketag 2005 comprised USD 48.7 million.
The projects were mainly intended for ensuring the compliahpetmleum products with the EU clean
fuel requirements and air emission standards.

The major part of the investments was intended for implementatitime projects under Modernization
Program. The total investment in implementation of the FCC (asd8elective Hydrotreatment Unit
(SHU) in 2005 amounted to USD 21.5 million. This project is parthef clean fuels program. Upon
commissioning of FCC SHU the gasoline made by the Company&idlulfur-free. The total amount of
investments into the project associated with production dfviith bio-components comprised USD 4
million. USD 1.8 million were spent for modernization of termifaal loading of light petroleum products
onto tank trucks. The purpose of this project was to reduce hydrocantiesions. The total amount of
advance payments for the ordered equipment to be installed withstape of Modernization Program
comprised USD 11.3 million. In 2005 the Company made considerable dffiodpgrading its existing
units and complying with the environmental requirements: increfabéumen production and shipment
capacities and improvement of quality — USD 0.6 million; ugigrag of crude oil tank RZ 21 — USD 1.1
million; expansion of crude oil contaminated soil regeneration areéabD-0J9 million.
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The Group’s employees were and still remain its most impoassst. Diligent and conscientious work of
our employees was one of the fundamental factors in our succes$.D¥cember 31, 2004 the Group
employed 3,800 people, while the number of employees as of December 3ly&)3%83. The most
significant increase of the number of employees (from 389 to 683)mthe subsidiaries of AB Mazeikiu
Nafta upon acquisition of AB Ma eiki Elektrin , while the most significant decrease was in the Security
Department of the Company (from 237 to 175) upon reorganization of thidextssociated with convoy

of cargoes transported by railway.

The Company dedicates special attention to employee qualifi¢gatipovement and professional training.
Learning and Development Center of the Company, in cooperation witimnala¢ducational institutions,
grants employees of the Company an opportunity of on-site stidieks to seminars and courses held in
the Company premises. The Company is one of the first businesprises of Lithuania which started
implementation of projects financed from the EU structural fuadsording to the SPG measure
“Development of Labor Force Competencies and the Ability to Adogthtanges”. In September 2004 the
Company started training under the project “Program of Professiboaipetence Development for
Current and Potential Managers”, which training continued in 2006 dBas¢he EU Support Agreement
42 percent of the expenses within the scope of this projeinareced by the European Social Fund and
the Republic of Lithuania, while the remaining 58 percent aredme by the Company itself. The total
value of this project amounts almost to LTL 1 million. Basadhe application submitted by the Company
458 employees of the Company participate in the project: Englisjudge courses — 50 employees,
Business Ethics Sessions — 322 employees, and Refining Processes| @nd Efficiency Increase
Training Program (10-days sessions) — 86 employees.

AB Mazeikiu Nafta Group consists of AB Mazeikiu Nafta, UABazeikiu Nafta Trading House, UAB
Uotas, UAB Juodeikiu Nafta, UAB Birzietiska Aibe and AB Mazeikiukilme.

UAB Mazeikiu Nafta Trading House (AB Mazeikiu Nafta owns D080 ordinary registered shares with
a par value of LTL 1 (one Litas) each and the total par wvalwd L 7.06 million) is the sales agent of the
Company in Lithuania. In addition to the above direct investment€dnepany, through UAB Mazeikiu
Nafta Trading House, exercises control over 100 percent of ,Mazeafta” Tirdzniecibas Nams SIA
(Latvia), Mazeikiu nafta Trading House OU (Estonia), and Mazenafta Trading House Sp.z.0.0
(Poland) authorized capital. In 2005 UAB Mazeikiu Nafta Tradirayd¢ and its subsidiaries in Latvia,
Estonia and Poland continued their activities seeking teedser the sales volumes of the Company’s
products.

UAB Uotas (AB Mazeikiu Nafta owns 107,800 ordinary registeredeshaith a par value of LTL 1,000
(one thousand Litas) each and the total par value of LTL 10#l®nhexercises control over 98.59
percent of AB Ventus-Nafta authorized capital. In 2005 AB MazdNafta continued reorganization of
UAB Uotas and its subsidiary AB Ventus-Nafta to support imprea@ of the indicated companies’
business efficiency. In the course of reorganization finanaaitipn of AB Ventus-Nafta improved
considerably. UAB Uotas transferred all the activitiestsosubsidiary, and does not exercise any other
activities except for the subsidiary associated investmmarsagement. Seeking to reduce management
expenses the decision to liquidate UAB Uotas was announced on Decen2@5. Upon completion of
the liquidation procedures the assets of UAB Uotas, i.e. AltugeNafta shares, will be transferred to AB
Mazeikiu Nafta.

UAB Juodeiki Nafta (AB Mazeikiu Nafta owns 13,850 ordinary registered shaith a par value of LTL
100 (one hundred Litas) each and the total par value of LTL 1.386mils engaged in rendering of the
services of petroleum products loading onto trucks. On April 19, 200Ma&:ikiu Nafta acquired 5,540
ordinary registered shares of UAB Juodeiklafta at their par value and took complete control over the
indicated company.
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The decision to liquidate UAB Bir ietiSka Aib(AB Mazeikiu Nafta owns 259,625 ordinary registered
shares with a par value of LTL 10 (ten Litas) each anddta par value of LTL 2.596 million) was
announced on September 1, 2004, and liquidation procedures werednifdtthe end of 2005 UAB
Bir ietiSka Aib in liquidation returned its remaining assets to the Companyptaeskareholder, and was
excluded from the Register of Legal Persons on January 18, 2006.

On October 12, 2005 the Company acquired 24,612,296 ordinary registered ehakB Ma eiki
Elektrin (which constitute 85.72 percent of the authorized capital) aviplar value of LTL 1 (one Litas)
each for the total amount of LTL 17.8 million. The acquisitiorstudires was made under the Shares Sale-
Purchase Agreement with the State Enterprise Valstyburto Fondas. The Company intends
reorganization of AB Ma eiki Elektrin by affiliation with continuance of AB Ma eiki Elektrin
principal business activities (production of electricity and steawthnh@odernization of its equipment.

In 2005 the Company did not acquire or transfer any of its own shares.

Having secured its leading position in the Lithuanian economy ohgp@ny also seeks to become a leader
in the area of social responsibility having a positive infiee on the Company’s business results and
improving quality of life of the Company’s employees and theiiilfasy) communities of Ma eikiai, Bir ai
and Palanga as well as the entire Lithuanian community. In 20@Eotin@any granted financial support to
a significant number of sports, culture, education and other public organgatid charity funds.

In 2006 the forecasted throughput at the refinery is 8.6 million tonseafstock, with export volumes
through Bting Terminal amounting to 7.2 million tons, and transportation volumes thr@&igai
pipeline reaching 5.5 million tons of diesel fuel in Ventspils dio®, 8.5 million tons of crude to the
refinery and 7.2 million tons of crude to thg Terminal. The forecast for sales revenues is USD 4.1
billion. The Company forecasts to finish the year 2006 with a profit.

The Investment Budget of the Company for the year 2006 has been grepsee on AB Mazeikiu Nafta
Management plans approved by the Board of the Company on October 15TR@@ompany continues
the second modernization phase initiated in 2004, for implementatiohidf ¥he investments amounting
to USD 229.5 million have been provided for in the Investment Buddet Investment Budget also
provided for the amount of USD 42.4 million of sustaining capital and for purciasgalysts.

The Group will further pursue the goal of creating sharehaldiere by trying to achieve the operational
excellence in the spheres of crude refining, production, marketigigtits, and financial management and
organizational improvements, by becoming one of the most succeasdfeffecient oil companies in North
East Europe.

P. Nelson English
Chairman of the Board

19 April 2006
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