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OIL REFINING INDUSTRY

The capacity of oil refining
industry of Belarus is substantially
greater than the internal needs of

the country

The competition is characterized
by an almost complete
government monopoly

By the volume of crude oil refining
Belarus is at the same level as
Hungary, Austria, Croatia

Belarus is interested in attracting
investors with commodity flows
primarily from Russia

Refining industry is strongly
dependent on imported raw
materials, while the petroleum
products — is of the major
Belarusian export items

Oil extraction in Belarus is carried out by the state production association "Belorusneft".
Every year the country produces about 1.7 mn tons of crude oil. However, the major
fields are at their final development stage. The volume of imports of crude oil is about
20.5 mn tons, a major supplier is Russia.

Besides, the capacity of oil refining industry is about 21-22 mn tons. Production of the
main petroleum products accounts for 15 mn tons. Consequently, the utilization of
production capacities of Belarusian refineries is strongly dependent on the volume of
imports and terms of supplies of crude oil.

The main governing body of the industry is the Belarusian State Concern for Oil and
Chemistry “Belneftekhim” which regulates and controls all enterprises of petrochemical
and chemical industry. There are 2 players: 100% state-owned "Naftan" and “Mozyr Oil
Refinery” (42.581% owned by the Russian Gas Company "Slavneft*).

By the volume of crude oil refining, Belarus is on a par with such countries as Hungary,
Austria, Croatia, which process about 22 mn tons of oil per year. More than 40% of oll
refining capacities are concentrated in the USA and about 34% - in Western Europe.
Leaders in the ranking of countries by this indicator: the USA, Japan, China and Russia.

According to Belneftehim, the concern aims at attracting investors with commodity
flows primarily from Russia. Belarus currently almost refused to buy raw materials (oil)
from other regions.

A key requirement for investment companies is most likely to be the assumption of
funding commitments and realization of development programs.

In respect of "Mozyr Oil Refinery" the cost of the program is estimated at more than
USD2 bn. Modernization of "Naftan" requires USD1.4 bn and realization of about 22
projects.

Belarus is strongly dependent on oil supplies from Russia. However, in 2010 Belarus
started to seek an alternative to Russian oil supplies, when the country changed the
terms of oil supplies to Belarus.

In 2010-2011, Belarus imported about 1.3-1.7 mn tons of oil from Venezuela and
Azerbaijan. However, in 2012 Venezuelan oil supplies declined significantly, Azerbaijani
—were stopped.

Belarus exports annually about 15-16 mn tons of petroleum products, the main
directions - the Netherlands, Ukraine, Latvia.

Such companies as "Lukoil”, "Slavneft", "Surgutneftegas*”, "Litasko-Belorussia“, "Univest-
M*, "Slavneftekhim", LLC "Triple", CISC "Belrosneft", "lterabelnafta” supply oil on
commission terms to Belarusian refineries.

CJSC UNITER Investment Company©




July, 2012

UNITER ‘ )

OIL REFINING INDUSTRY

Resource base

CRUDE OIL EXTRACTION

Oil extraction in Belarus is carried out by the state production association
"Belorusneft”. Every year the country produces about 1.7 mn tons of
crude oil. Major quantities come from its biggest fields, such as
Rechitskoye, Ostashkovichskoye, Vishanskoye, Yuzhno-Sosnovskoye and
Yuzhno-Ostashkovichskoye.

As of the beginning of March 2012, there were 51 fields under
development, with major fields being at their final development stage
and yielding a high water cut production.

By early March 2012, the production stock comprised 729 wells, 73 of
those being flush type, while the rest 656 — operated by the pumping
method. The injection stock included 267 wells.

IMPORTS OF CRUDE OIL

Belarus is strongly dependent on oil supplies from Russia. However, in
2010 Belarus started to seek an alternative to Russian oil supplies, when
the country changed the terms of oil supplies to Belarus.

According to swap contracts between the Belarusian oil company, PDVSA
(Venezuela) and the State Company of Azerbaijan (SOCAR), Belarus
imported crude oil of the brand “Azeri light” via oil-trunk pipelines.
Furthermore, in 2011 Belarus directly imported the Venezuelan oil brand
“Santa Barbara” but in June the republic stopped these supplies.

15 December 2012, Russia and Belarus signed a balance of fuel and
energy resources planned for 2012, and negotiated the terms of Russian
oil supplies to Belarusian refineries in 2013-2015. In 2012, 21.5 mn tons
of Russian oil will be delivered to Belarusian refineries, which is 3.5 mn
tons more than in 2011. The agreed balance of crude oil supplies fully
covers the needs of Belarusian refineries.

OIL REFINING

The volume of crude refining in Belarus remained stable over the years
2005-2009 and according to the National Statistic Committee in average
it accounts for 21-22 mn tons per year, which is the maximum since 1991.
However the year 2010 was marked with a descent in oil processing
volumes (16,5 mn tons) which is due to the procrastinations in
negotiating the conditions of the Russian oil supply to Belarus. In 2011,
the refinery volume stabilized and returned to the previous level - more
than 21 mn tons per year.

Crude oil extraction in Belarus, mn t
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The volume of crude oil refined in Belarus, mn t
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Petroleum products

PRODUCTION

Annually Belarusian refineries produce about 3.2 mn tons of gasoline,
6.5 mn tons of diesel fuel, and about 6 mn tons of residual oil. In 2010,
the production volumes of the main types of petroleum products
declined slightly due to disruption of oil supplies from Russia.

FOREIGN TRADE, CONSUMPTION

Belarus has a favorable geographical location in terms of transporting oil
and petroleum products. The most important export routes of oil
transportation run through the territory of Belarus: Druzhba pipeline,
which is divided here into two branches: the North and the South.

Petroleum products are one of the major Belarusian export items.
Exports of petroleum products make up about 30% of the total flow of
exports from the country.

In recent years a large share of all petroleum products (50-60%) has
been exported to the Netherlands (explained by the ports™ location) and
Great Britain. Other important export destination is Latvia (port
Ventspils). Among the CIS countries Ukraine is the major destination for
Belarusian gasoline. In 2011, the export structure was as follows: the
Netherlands - 46%, Ukraine - 20%, Latvia - 12%, Estonia and Italy - 4%,
UK - 3%.

Exports of petroleum products is about 15-16 mn tons per year, in 2011
Belarus exported 15.5 mn tons.

Imports of petroleum products is traditionally at the level of 3.1 mn
tones. In 2011, imports reached 5.7 mn tons.

Thus, the calculated capacity of the Belarusian market of petroleum
products totaled 3.4 mn tons, in 2011 - 5.6 mn tons.

Export structure, 2011
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Key players

0JSC «<NAFTAN»
) . . .
4§ \_ The company was established in 1963. In 2002 it
O L was transformed into an open joint stock company
\ '/ “Naftan”. The company is 100% owned by the
e’ State.

In 2008 Naftan merged with Polymir (produces high pressure
polyethylene, acrylic fibres, organic synthesis products and specialties,
hydrocarbon cuts, small volume chemicals).

Product range:

- Fuels (motor gasoline, diesel fuel, domestic heating fuel, fuel oil, high-
octane gasoline blending component ALKYLATE)

- Oil bitumen (road oil bitumen, roofing oil bitumen, structural olil
bitumen)

- Liquefied gases (butane-butene cut, hydrocarbon fuel gases)

- Other products (vacuum gasoil, commercial sulphur, lamp oil, gasoline
- pyrolysis feedstock)

Today Naftan is implementing the Program of reconstruction and
modernization “Naftan 2010-2015” that includes implementation of the
projects aiming at:

* Primary refining capacity to be increased up to 12 million tons a year;

« Fuel oil to be reduced down to 6-8 %;

» Compliance of product specifications with existing and future
requirements of European Community countries;

» Development of infrastructure (tank storage stations, inter-plant
communication, power and water supply) ;

* Measures to improve power supply and to
consumption.

reduce power

As a result of the Program OJSC “Naftan” will achieve the level of
modern refineries featuring intensity of processing not less than 92%.

"Naftan" exports oil products in more than 40 countries, including
Russia, Latvia, Lithuania, Estonia, Ukraine, Moldova, Kazakhstan, Czech
Republic, Poland, the UK, the Netherlands.

In 2011, "Naftan" processed more than 10 mn tons of oil, including 1 mn
ton - from Venezuela. The share of domestic oil refining amounted to
almost 62%.

Primary oil processing at Naftan refinery,
mn t
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Production of basic petroleum products, mn t
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= Number of employees: about 12.5 million
people (2011)

= Ownership structure: The Republic of Belarus
(Belneftehim) - about 99.8%, individuals - 0.2%

= Production capacity for processing crude oil -
10.8 million tons

= Depth of refining - 75.5% (2011)

= Qutput of residual oil - 23-24% (2011)
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Key players

0JSC «MOZYR OIL REFINERY»

The company was founded in 1975. In 1994 the
enterprise was registered as an open joint stock
company “Mozyr Oil Refinery”.

Productrange:

* Fuels (motor gasoline, diesel fuel, domestic heating fuel, fuel oil,
high-octane gasoline blending component ALKYLATE). In 2010 the
refinery launched the production of the Euro-5 gasoline.

* QOil bitumen (road oil bitumen, roofing oil bitumen, structural olil
bitumen)

» Liquefied gases (butane-butene cut, hydrocarbon fuel gases)

e Other products (vacuum gasoil, commercial sulphur, lamp oil,
gasoline - pyrolysis feedstock, catalytic gasoil, petroleum benzol)

Today JSC Mozyr Refinery is a growing enterprise, major export
merchant and tax payer of Republic of Belarus.

Location of the refinery and railroads allows delivering of oil products to
any spot of Belarus within four days. Favorable geographical situation of
the refinery, proximity of oil- and product-pipelines, extensive network
of railways and motor roads make our production available to customers
inRussia, Ukraine, Moldova, Hungary, Romania, Poland, Slovakia, Czech
Republic, Latvia, and Lithuania.

The share of export in production from its own raw materials was
64.94% in 2011.

Number of employees: 4.2 thousand people
Production capacity for processing crude oil - 12 mn tons.
Depth of refining - about 72%

The Refinery’s Development Program for period of 2005 to 2015
foresees construction of the units, ensuring:

* Motor gasoline output in conformity with EN 228:2008 European
standard requirements;

» Facilities expansion to produce diesel fuel bearing in mind
prospective requirements of environmental legislation;

» Capacity escalation for fuel oil vacuum distillation and vacuum gas oil
hydro conversion;

» Oil residue processing with low sulfur furnace fuel production.

The estimated projects costs planned for the years 2005-2010
accounted for USD 750 mn, which means that the refinery is currently at
avery active stage of its facilities modernization and upgrading.

Oil processing at “Mozyr Oil Refinery”,
mn t
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Production of basic petroleum products, thou t
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gasoline 2329,30 2220,60 224490 2375,30
. 2746,6 2770,10 234570 275150

diesel fuel

residual oil 3136,4 3337,80 2130,90 3084,60

vacuum gasoline 177.,8 287,8 105,7 206,7

Source: National Statistical Committee of the Republic of Belarus, Uniter

Principal shareholders of OJSC ‘Mozyr Oil Refinery'

Shareholders

Government of the Republic of Belarus 42,757
Oil and gas company 'Slavneft' 42,581
LLC «Mozyr Oil Refinery Plus» 12,252
Individuals 2,41

Source: Mozyr Oil Refinery, http://www.mnpz.by

CJSC UNITER Investment Company©



http://www.mnpz.by

July, 2012

UNITER ‘ )

OIL REFINING INDUSTRY

Recent developments

Crude oil extraction totaled 411 thou tons, exports - 408 thou tons.

In 2012 Russia and Belarus signed a balance of fuel and energy
resources and negotiated the terms of Russian oil supplies to Belarusian
refineries in 2013-2015. So, five Russian companies ("Gazpromneft”,
TNK-BP, Lukoil, "Surgutneftegas™ and "Rosneft") started oil refining in
Belarus since 2012.

The situation with the Venezuelan and Azerbaijani oil is quite different:
in the 1st quarter of 2012 Belarus received only 136 tons of Venezuelan
oil and did not receive Azerbaijani crude oil at all.

The dynamics of petroleum products output shows the growth of diesel
production (188.4%, Q1, 2012/Q1, 2011).

Imports of petroleum products rose by 4.4 times (Q1,2012/Q1 2011),
exports - by 68.9%. Geography of deliveries is quite common: the
Netherlands, Ukraine, Latvia.

Key indicators of petroleum products market (Q1, 2012)

Q1, 2012/

Production

gasoline, thou t 9429 1158
diesel fuel, thou t 2 880,40 188,4
residual oil, thou t 1818,20 100,2
Imports of petroleum products, thou t 2905 by 4,4 times
From Russia 2897
From other countries 8
Exports of petroleum products, thou t 4780 168,9

the Netherlands 2674

Ukraine 888

Latvia 561

Italy 265

Other countries 392

Source: National Statistical Committee of the Republic of Belarus

Key indicators of crude oil market
(Q1, 2012)

Q1, 2012/

Crude oil extraction, thou

tons 411 99,8
Imports of crude oil, thou

tons 5536 125,1
From Russia 5400

From Venezuela 136

Exports of crude oil 408 104,4
To Germany 408

Source: National Statistical Committee of the Republic of Belarus

Oil supplies from Russia in Q1, 2012

"Gazprom Neft " 0,605 mn tons

“Lukoil” more than 1,1 mn tons
“Rosneft" 1,5 mn tons
“Surgutneftegas” 1,08 mn tons
“TNK-BP" 0,5 mn tons

“Tatneft" 0,57 mn tons

Source: news resources, Uniter

Export structure of petroleum products,
Q12012
Others

Italy 8%
7%

Latvia
11%

Source: National Statistical Committee of the Republic of Belarus
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Foreign capital

Fuel and petrochemical industry is strategic for the Republic of Belarus.
0JSC "Naftan" - 100% state-owned company. However, one of the largest
shareholders of OJSC "Mozyr Oil Refinery” is the Russian company
"Slavneft" (42.581% of the shares).

In 2012, Belarus expects negotiations with potential strategic investors
concerning the sale of shares of Belarusian refinery complex. According to
Belneftehim, the concern aims at attracting investors with commodity
flows primarily from Russia. Belarus currently almost refused to buy raw
materials (0il) from other regions.

A key requirement for investment companies is most likely to be the
assumption of funding commitments and realization of development
programs.

In respect of "Mozyr Oil Refinery" the cost of the program is estimated at
more than USD2 bn. Modernization of "Naftan" requires USD1.4 bn and
realization of about 22 projects.

Regulatory environment

A specialized body of management and control in the industry is the
Belarusian State Concern for Oil and Chemistry (Belneftekhim Concern). It
identifies priority projects and takes decisions concerning the entry of
foreign capital into the industry. Besides the concern sets gasoline prices
on the domestic market..

At the end of 2011, "Belneftekhim", Belarusian refiners and Russian oil
companies signed a protocol approving the terms of Russian oil deliveries
to Belarus for the period 2012-2015. Since 2011, Belarus imports Russian
oil duty free, but transfers to the budget of Russia export duties on
petroleum products produced from this hydrocarbon and sold to other
countries. Export duties on petroleum products of domestic production
are transferred to the budget of the Republic of Belarus.

September 1, 2012 Belarus will significantly increase export duties on oil
and petroleum products. The decision is contained in the Council of
Ministers Decree Ne 795 of 29 August 2012.

Export duties on oil and petroleum products,
September 1, 2012

Export duty rate, USD Gr%\/?th'

Crude oil 3938 +17%
Light and heavy petroleum

products 2599 +17%
Commercial and straight-run

gasoline 3544 +17%
Propane, butane, ethylene,

propylene, butylene 76,2 +11%

Source: Council of Ministers Decree Ne 795 of 29 August 2012.
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Statistical appendix

Key economic indicators

e B YR trillion 65,07 79,27 97,17 129,79 137,44 164,48 27428
NominalGDP* [V 30,2 37,0 453 60,8 49,2 55,2 473
RealGDPgrowth P 9,4 10,0 8,6 102 0,2 77 53
industrialproduction  F3Y 105 11,4 8,7 115 2,0 12,0 9,1
Agricultural production PRI 17 5,9 41 8,9 1,0 25 6,6
e I o yoy, period average 10,4 7,0 8,4 14,8 13,0 7,7 52,3
e S % yoy, end of period 8,0 6,6 12,1 13,3 10,1 9,9 108,7
[ e N e e S - Yoy, period average 12,1 8,3 16,3 14,8 15,0 13,5 69,2
[Industrial productprice index P A LR en) 11,0 9,0 22,2 15,4 11,3 18,9 149,6
[Exports of goods and services (USD) ~ KIAYeNd 15,9 22,3 24,2 34,2 -32,9 20,3 54,2
imports of goods and services (USD) {23V 38 33,2 28,0 37,0 -27,0 22,8 29,3
Currentaccount ~ [VIOI 436 -1448 -3040 -4988 -6178 -8278 5775
Currentaccount* ~ [Z¥elnd 1,4 -39 6,7 -8,2 -12,6 -15,0 12,2
o usp mn 303 351 1790 2150 1782 1352 3928
e e usD min, end of period 1297 1383 4182 3061 5653 5031 7916
Governmentbudgetbalance  HZEEN 0,7 14 04 14 0,7 -2,6 24
I % GDP, end of period 58 6,5 6,3 6,6 5,7 5,6 11,8
T % GDP, end of period 17,0 18,5 27,6 24,9 448 51,6 71,9
e e o yoy, end of period 74 20 38 12 -12 50 84
R e e S = Y R/ USD, per. average 2154 2145 2146 2136 2793 2978 4623
D e eI S 5 Y R/USD, end of period 2152 2140 2150 2200 2863 3000 8350
R R o) S 5 Y R/EUR, per. average 2681 2692 2937 3135 3885 3950 6432
R e e e & Y R/EUR, end of period 2546 2817 3167 3077 4106 3973 10800

Source: IPM Research Center
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Key indicators of oil and petrochemical products market, 2006-2011

| 2006 2007 2008 2009 2010 2011

Oil extraction, mn t
Imports of crude oil, mn t
From Russia
From other countries

The volume of crude oil refined in Belarus, mn t

“Mozyr Oil Refinery”
“Naftan”

Production of basic petroleum products, mn t

gasoline
diesel fuel
residual oil

“Mozyr Oil Refinery”
gasoline
diesel fuel
residual oil
“Naftan”
gasoline
diesel fuel
residual oil

Imports of petroleum products, mn t
Exports of petroleum products, mn t

Source: National Statistical Committee of the Republic of Belarus

Export structure of petroleum products in 2011, mn t
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Key indicators of oil and petrochemical products market, Q1 2012

. 01,2012 01, 2012/Q1, 2011, %

Crude oil extraction, thou tons 411 99,8
Imports of crude oil, thou tons 5536 125,1
From Russia 5400
From Venezuela 136
Exports of crude oil 408 104,4
To Germany 408
Production:
gasoline, thou t 9429 1158
diesel fuel, thou t 2 880,40 188,4
residual oil, thou t 1 818,20 100,2
Imports of petroleum products, thou t 2905 By 4,4 times
From Russia 2897
From other countries 8
Exports of petroleum products, thou t 4780 168,9
the Netherlands 2674
Ukraine 888
Latvia 561
Italy 265
Other countries 392

Source: National Statistical Committee of the Republic of Belarus

Export duties on oil and petroleum products,

September 1, 2012
Export duty rate, USD Gr()(,\/:\/th'

Crude oil 3938 +17%
Light and heavy petroleum

products 2599 +17%
Commercial and straight-run

gasoline 3544 +17%

Propane, butane, ethylene,
propylene, butylene 76,2 +11%

Source: Council of Ministers Decree Ne 795 of 29 August 2012.
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UNITER Investment Company — financial and investment adviser in
Belarus with 14+ years of experience with national and
international investors in 40+ industries and markets within the
country.

The company's activity is focused on investment banking; support
of foreign investors and attraction of financing for national
companies; conducting marketing and analytical research; project
and asset management.
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220114 Belarus, Minsk, 117A Nezavisimosti avenue 12 floor (Aleksandrov Passage
Business Center)

Office +375 17 385 24 65, Fax +375 17 385 24 64, uniter@uniter.by, www.uniter.by

Disclaimer

This outlook was prepared for informational purpose only and does not constitute an offer
or solicitation of a strategic transaction. Points of view, forecasts and evaluations
presented in this outlook reflects our opinion as of the publication date and may be
changed without notice. Although the information contained herein has been obtained
from sources we believe to be reliable and although we ensured their accuracy as of
the publication date, we cannot guarantee, expressly or impliedly, practicality of
this outlook regarding future events or current or future value evaluation. Any
investment decision based on this outlook should be made only at the
discretion of the investor and UNITER or its employees or any third party
shall not be responsible in any form and in no circumstances for any
action of any party taken on the basis of this outlook. Nor UNITER,
nor any of its employees, nor any third party shall be responsible
for losses that result from such actions.

©2017 CJSC «UNITER Investment Company» is
registered entity under Belarusian legislation. All rights
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