Management's discussion and analysis of financiabadition and results of
operations

The following report contains a discussion and ysialof the financial condition of OAO LUKOIL as of
June 30, 2014 and the results of its operations tfe three and six month periods ended
June 30, 2014 and 2013, as well as significanbfadghat may affect its future performance. It dtidae
read in conjunction with our interim US GAAP coridated financial statements and notes thereto.

References to “LUKOIL,” “the Company,” “the Groupiive” or “us” are references to OAO LUKOIL
and its subsidiaries and equity affiliates. Allldolamounts are in millions of US dollars, unletseowise
indicated. Tonnes of crude oil and natural gaddisiproduced are translated into barrels using emn
rates characterizing the density of crude oil freach of our oilfields and actual density of liquids
produced at our gas processing plants. Tonnes wfecoil purchased as well as other operational
indicators expressed in barrels were translatedbatrels using an average conversion rate of Gad®Is
per tonne. Translations of cubic meters to cub@t feere made at the rate of 35.31 cubic feet pkiccu
meter. Translations of barrels of crude oil intorbks of oil equivalent (‘“BOE”) were made at theeraf

1 barrel per BOE and of cubic feet — at the raté tifousand cubic feet per BOE.
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This report includes forward-looking statements erdg such as “believes,” “anticipates,” “expects,”
“estimates,” “intends,” “plans,” etc. — that reflecmanagement’s current estimates and beliefs, bat a

not guarantees of future results.

Key financial and operational results

2" quarter of Change, 1*halfof  Change,
2014 2013 % 2014 2013 %
(millions of US dollars)
SAIES .o 38,205 35053 9.0 73,886 68823 7.4
Net income attributable to OAO LUKOIL................... 2,389 2,104 13.5 4,122 4,685 (12.0)
Adjusted net income attributable to OAO LUKAWL.... 2,389 2,104 13,5 4,642 4,685 (0.9)
EBITDA ..o 5,437 4,359 24.7 9,432 9,134 3.3
Adjusted EBITDAY oo 5,437 4,359 24.7 9,952 9,134 9.0

Taxes other than income taxes, excise and expiffsta (8,747) (9,183) (4.7) (17,680)18,067) (2.1)

Earning per share of common stock attributable A@O
LUKOIL (US dollars):

316 279 135 546 621 (12.0)
DIULEA ..o eeeeeeeeeeeeeeeesenenees 310 273 134 535 6.08 (12.0)

Hydrocarbon production by the Group including our
share in equity affiliates (thousands of BQE)......... 210,444 199,522 5.5 409,740 397,136 3.2

Daily hydrocarbon production by the Group including
our share in equity affiliates (thousands of BQE)... 2,313 2,193 5.5 2,264 2,194 3.2

Crude oil and natural gas liquids produced by theu@r
including our share in equity affiliates (thousandls
DAITEIS) eiiiiii i e 182,202 169,998 7.2 351,876 336,613 4.5

Gas available for sale produced by the Group inetud
our share in equity affiliates (millions of cubietars) 4,799 5,017 (4.3) 9,833 10,284 (4.4)

Refined products produced by the Group including our
share in equity affiliates (thousands of tonnes)...... 15,709 15,968 (1.6) 31,094 30,961 0.4

(1)Adjusted for loss on disposal of assets and drylevhelated write-offs.

In the second quarter of 2014, our net income asad by $285 million, or by 13.5%, and our EBITDA
increased by $1,078 million, or by 24.7%, compdrethe second quarter of 2013. Our net incomehfer t
first half of 2014 was affected by a loss on th@ested disposal of our share in Caspian Investment
Resources Ltd. in the amount of $358 million andexoffs related to our exploration projects in id& in

the amount of $162 million, both booked in thetfysarter. Adjusted for these non-recurring losses,

net income remained nearly on the level of the fiedf of 2013. At the same time, our adjusted HBAT
increased by $818 million, or by 9.0%. Our EBITD#Athe second quarter and the first half of 2014 was
impacted by commencement of cost compensation at Qerna-2 project in Irag.




Business overview

The primary activities of OAO LUKOIL and its subsdes are oil exploration, production, refining,
marketing and distribution. The Company is thenudtie parent entity of a vertically integrated gradp
companies.

OAO LUKOIL was established in accordance with Rtestial Decree No. 1403, issued on November 17,
1992. Under this decree, on April 5, 1993, the Gorent of the Russian Federation transferred to the
Company 51% of the voting shares of fifteen entegst Under Government Resolution No. 861 issued
on September 1, 1995, a further nine enterprisee wansferred to the Group during 1995. Since 1995
the Group has carried out a share exchange prograntrease its shareholding in each of 24 founding
subsidiaries to 100%. From formation, the Group égganded substantially through consolidation of

interests, acquisition of new companies and estaflent of new businesses. Now LUKOIL is a global

energy company operating through its subsidiaried9i countries on four continents.

LUKOIL is one of the world’s largest energy compasin terms of hydrocarbon reserves that amounted
to 17.4 billion BOE as of January 1, 2014 and casegr of 13.5 billion barrels of crude oil and
23.6 trillion cubic feet of gas.

Our operations are divided into four main busirsesgments:

= Exploration and Production — which includes our exploration, development anolduction
operations relating to crude oil and gas. Theswities are primarily located within Russia,
with additional activities in Azerbaijan, KazakhstaUzbekistan, the Middle East, South
America, Northern and Western Africa, Norway andrRRoia.

= Refining, Marketing and Distribution — which includes refining and transport operatjons
marketing and trading of crude oil, natural gas aefithed products.

= Chemicals— which includes processing and trading of petroghal products.

= Power generation— which includes generation, transportation andssaf electricity, heat and
related services.

Each of our four main segments is dependent omwttier, with a portion of the revenues of one sedmen
being a part of the costs of the other. In parsicubur Refining, Marketing and Distribution segrmen
purchases crude oil from our Exploration and Prtidncsegment. As a result of certain factors caerad

in the “Domestic crude oil and refined productes’ section on page 9, benchmarking crude oil stark
prices in Russia cannot be determined with cestaifiterefore, the prices set for inter-segment lpases

of crude oil reflect a combination of market fastoprimarily international crude oil market prices,
transportation costs, regional market conditios tost of crude oil refining and other factors.
Accordingly, an analysis of either of these segmem a stand-alone basis could give a misleading
impression of those segments’ underlying finanp@sition and results of operations. For this reasen

do not analyze either of our main segments sepgiatéhe discussion that follows. However, we s
the financial data for each in Note 20 “Segmenbiimfation” to our interim consolidated financial
statements.

Recent developments

Changes in Group structure

On August 11, 2014, in line with the strategy tdimze downstream portfolio a Group company signed
an agreement with AMIC Energy Management GmbH tb $80% of the Group’s interest in
LUKOIL Ukraine, a distribution company operating litkraine. Closing of the transaction is subject to
customary approvals by regulatory authorities.

On August 1, 2014, in line with the strategy toimje its downstream operations Group companies
signed agreements with Slovn&feska Republica, Spol. s.r.0. and Norm Benzinkutt&fsell 100% of
shares in LUKOIL Slovakia s.r.0., LUKOIL Hungaryd.tand LUKOIL Czech Republic s.r.o. These
transactions’ closing is subject to a number ofditions and is expected before the end of 2014. The
selling price consists of two components: fixed poment of approximately €100 million and variable
component which depends on the amount of the wgrkapital of the abovementioned companies as at
the completion date and is subject to certain adfjests.

On April 15, 2014, a Group company entered int@matract with a Sinopec group company, to sell for
$1.2 billion the Group’'s 50% interest in Caspiarvestment Resources Ltd., an exploration and
production company operating in Kazakhstan. Thastation’s closing is subject to a number of
conditions, including approval by the Kazakhstatestuthorities, and is expected before the e d4.




In December 2013, after approval by European reéguyleauthorities, the Group acquired the remaining
20% interest in the joint venture which operates I8AB refinery complex (ISAB) for €446 million
(approximately $613 million) after final adjustmenincreasing its stake in the joint venture frod%8to
100%. This transaction was exercised in line with initial agreement on the establishment of tiet jo
venture signed in 2008. This agreement gave thenseiovestor, ERG S.p.A., a step-by-step put option
sell its share in the joint venture to the Groupe Toroup obtained control over ISAB in September220
when within this agreement, it acquired a 20% gdgéein the joint venture for €494 million (approxtaly
$621 million) and increased its stake to 80%.

In April 2013, after approval by the Federal Antdnopoly Service, in line with the strategy to irase
crude oil production in Russia the Company purctiab@0% of the shares of ZAO Samara-Nafta for
$2.1 billion after final adjustments. ZAO Samaraffdais an exploration and production company
operating in the Samara and Uljanovsk regions @Rhssian Federation.

In April-May 2013, Group companies acquired the aarimg 50% of the shares of ZAO Kama-oil, an
exploration and production company operating in f&rm region of the Russian Federation, for
$400 million increasing the Group’s ownership to0%) As a result of this acquisition, the Group
obtained control over ZAO Kama-oil and consolidated

West Qurna-2 project

On December 12, 2009, a consortium of a Group cosnpad Statoil won the tender for development of
the West Qurna-2 field in Iraq, one of the largaside oil fields discovered in the world, with estited
recoverable oil reserves of 12.9 billion barrels8(billion tonnes). The service agreement for West
Qurna-2 field development and production was sigaedJanuary 31, 2010 and then ratified by the
Ministry cabinet of the Irag Republic. After Stataithdrew from the West Qurna-2 project in May 201
the parties of the project are Irag’s state-ownedtls Oil Company and a consortium of contractors,
consisting of a Group company (75% interest) aatesbwned North Oil Company (25% interest).

The Group launched the “Mishrif Early Oil” stage tre West Qurna-2 field and reached the planned
production of 120 thousand barrels per day in M&@h4. According to the service agreement, costs ar
compensated after this level of production is agdeand maintained during any 90 days within a 120-
day period. In June 2014, we met this term. Theegfim the second quarter of 2014, the Group adcrue
revenue from the West Qurna-2 project in total amaf $1,179 million consisting of cost recovery of
$1,163 million and remuneration fee of $16 milliokttributable amount of 1,781 thousand tonnes of
crude oil (12,218 thousand barrels) was include@ioup’s production for the period, that represents
approximately 65% of total production from the dief 2,757 thousand tonnes (18,913 thousand barrels
Positive impact of cost compensation on Group’s HBA for the second quarter and the first half of
2014 amounted to $1,017 million.

The project’s target production level is 1.2 miflibarrels per day and the total term of the contiac
25 years.

The Group is exposed to political, economic andallegsks due to its operations in Irag. Management
monitors the risks associated with the projectiag and believes that there is no adverse effedhe
Group'’s financial condition that can be reason&siymated at present.




Operational highlights

Hydrocarbon production
The table below summarizes the results of our eafitm and production activities.

2" quarter of 1% half of
2014 2013 2014 2013
Crude oil and natural gas liquids productiorf? (thousand BOE per day)
Consolidated subsidiaries
Western Siberia .......cccooovveeiiiiiii e, 970 999 976 1,004
Timan-Pechora ............ccoooooiiiiiieee . 306 297 308 301
Ural region 308 293 308 292
Volga region 135 124 135 105
Other in Russia 38 38 37 38
Total in RUSSIA.......covieiiiieeiiiee e 1,757 1,751 1,764 1,740
120 134 - 67 -
Other outside RUSSIa...........cceeeeiiirieenne. 61 64 62 65
Total outside RusSIia .............ccoeeveiis e 195 64 129 65
Total consolidated subsidiaries.............ccceeeevnne..e. 1,952 1,815 1,893 1,805
Our share in equity affiliates
INRUSSIA .evviieiiiiiece e 10 7 9 7
outside RUSSIA .......eeveiiiiiieeiiiiie e 40 46 42 48
Total share in equity affiliates..............ccomerueenee 50 53 51 55
Total crude oil and natural gas liquids.................... 2,002 1,868 1,944 1,860
Natural gas production available for sal&
Consolidated subsidiaries
Western Siberia 185 185 186 190
Timan-Pechora 15 14 14 13
Ural region ..........cceevvveee. 16 15 18 17
Volga region........ 6 6 6 6
Total in RusSia.....ccccoeeeeiiiieeeennnne 222 220 224 226
Total outside RuSSIa...............ccoeeeivs e 81 96 87 99
Total consolidated subsidiaries.............ccccccovunuee. 303 316 311 325
Share in equity affiliates
IN RUSSIA ...ccevviveiiieieiiiiiiiveeeee e, 1 1 1 1
outside RUSSIA........ccoeeeeeviiiiiiiiieeeeeeceeeeeeee, 7 8 8 8
Total share in production of equity affiliates......... 8 9 9 9
Total natural gas available for sale......................... 311 325 320 334
Total daily hydrocarbon production ....................... 2,313 2,193 2,264 2,194
(US dollar per BOE)
Hydrocarbon extraction expenses 6.13 5.59 5.70 5.44
- iNRUSSIA ..ocveeeeeiiiee e 5.65 5.60 5.46 5.47
- OULSIdE RUSSIA ..oovvvveeeiiiiic e 9.46 5.51 7.90 5.08
(millions of US dollars)
Hydrocarbon extraction eXpenses...........ccccvvveeeen.. 1,259 1,078 2,270 2,087
S AN RUSSIA o e 1,015 999 1,957 1,937
- outside RUSSIa.........cccevuveeenn. 244 79 313 150
Exploration expenses 64 75 269 138
-INRUSSIA oo 38 55 123 98
- OULSIAE RUSSIA ..ovvvveeeiiieiee e 26 20 146 40
Mineral extraction tax ...........cccceeeeeeiiiimcseeeeeeeeeies 3,070 3,030 6,169 6,043
SN RUSSIA 1oeeiieeiciiie e e 3,055 3,010 6,136 6,006
- OULSIAE RUSSIB........eeeeiiiiiiciiiiae e 15 20 33 37

@ Natural gas liquids produced at the Group gas psieg plants.
@ Compensation oil that represents approximately 66@oduction from the West Qurna-2 field.
® Including petroleum gas sold to third parties.




We undertake exploration for, and production afider oil and natural gas in Russia and internatipnial
Russia, our major oil producing subsidiaries areQDKAJKOIL-Western Siberia, OO0 LUKOIL-Komi
and OOO LUKOIL-PERM. Exploration and production side of Russia is performed by our 100%
subsidiary LUKOIL-Overseas Holding GmbH. This heekes in PSA’s and other projects in Kazakhstan,
Azerbaijan, Uzbekistan, Romania, Iraq, Saudi AraBigypt, Ghana, Cote d’lvoire, Vietham, Venezuela,
and Norway.

Crude oil production. In the first half of 2014, we produced (includittge Company’s share in equity
affiliates) 46.9 million tonnes, or 344.7 milliomivels, of crude oil.

The following table represents our crude oil praducin the first half of 2014 and 2013 by major
regions.
Change to 2013

1% half of Change in Organic 1% half of

(thousands of tonnes) 2014 Total, %  structure change 2013
Western Siberia........ccoeevveiiiiiiiiceeeec e 23,377 (2.9) - (707) 24,08
Timan-Pechora........ccooooiviiiiiii e, 7,697 2.3 — 175 7,52
Ural region .......uvvieveeeeee st 7,184 4.9 34 299 6,851
VOIga region ....ccovvviiiiiieee e e e e e e e e 3,260 33.0 657 152 2,451
Other iN RUSSIA.......uueeiiiaiiiiiiiee e 939 (0.1) - (1) 94(
Crude oil produced in RUSSIa ................commmmnrn 42,457 1.5 691 (82) 41,84¢
2= SRR 1,781 - - 1,781 -
Other outside of RusSia..........c...eeeeiiimeeeenees 1,473 (5.8) - (91) 1,56¢
Crude oil produced internationally...................... 3,254 108.1 - 1,690 1,56¢
Total crude oil produced by consolidated
SUDSIdIANES ... 45,711 5.3 691 1,608 43,41
Our share in crude oil produced by equity
affiliates:

INRUSSIA .vvvviiiieee e ccmeeiiiee e 207 15.6 a7 45 17¢

ouUtSide RUSSIA ...vcvvieeieeiiiiiiiieee e, 971 (12.8) - (143) 1,11«
Total crude oil produced ...........cccvvvvvvvviccnnn.. 46,889 4.9 674 1,510 44.70¢

@ Compensation oil that represents approximately 66@goduction from the West Qurna-2 field.

The main oil producing region for the Company isstéen Siberia where we produced 51.1% of our
crude oil in the first half of 2014 (55.5% in thest half of 2013).

Crude oil production in Western Siberia continuediécline due to natural depletion of reservesamd
increase in water cut. Nevertheless, this was cosgted for by the acquisitions of new upstream
properties, development of greenfields, successfiyployment of new technologies and an increase in
drilling footage. As a result, our daily domestiuae oil and natural gas liquids production volumes
increased by 1.5%, compared to the first half df20

The structural increase in our domestic producti@s a result of the acquisition of a 100.0% shdre o
ZAO Samara-Nafta and an increase in the Group’seostip in ZAO Kama-oil from 50.0% to 100.0%
during the second quarter of 2013. At the same,tifme transfer of ZAO Kama-oil from affiliates to
subsidiaries led to some structural decrease iaffiites’ production in Russia.

The increase in our international production wasslt of commencement of commercial production at
the West Qurna-2 oilfield.

In addition to our production, we purchase crudéroRussia and on international markets. In Ryss&a
primarily purchase crude oil from affiliated produg companies and other producers. Then we either
refine or export purchased crude oil. Crude oilchassed on international markets is normally used fo
trading activities, for supplying our internatiomefineries or for processing at third party refies.




2" quarter of

2014 2013
(thousand (thousand (thousand (thousan
of barrels) of tonnes) of barrels) of tonnes)
Purchases in RUSSIA.......c...cuuuviveni e 1,129 154 946 129
Purchases for trading internationally................ 32,809 4,476 10,673 1,456
Purchases for refining internationally................. 21,719 2,963 17,129 2,337
Total crude oil purchased..........c...cccceevvnnnnn.... 55,657 7,593 28,748 3,922
1% half of
2014 2013
(thousand (thousand (thousand (thousan
of barrels) of tonnes) of barrels) of tonnes)
Purchases in RUSSIA..........ccveeiiieies i e 3,262 445 1,151 157
Purchases for trading internationally................ 56,199 7,667 14,125 1,927
Purchases for refining internationally................. 38,497 5,252 32,523 4,437
Total crude oil purchased..............ccccceeeeeennn... 97,958 13,364 47,799 6,521

A significant part of our crude oil purchases is fwocessing. Compared to the first half of 2013; o
purchases for processing at international refisdriereased by 18.4% as a result of the increaseude
oil refining at ISAB. Moreover, in the first half @014, our purchases for trading were almost fones
as much as in the first half of 2013, when the llefsuch purchases was abnormally low.

Production of gas and natural gas liquids. During the first half of 2014, we produced
9,833 million cubic meters (57.9 million BOE) of gavailable for sale (including our share in equity
affiliates), that is 4.4% less than in the firsif tod 2013.

Our major gas production field is the Nakhodkinskietl, where we produced 4,131 million cubic mster
of natural gas in the first half of 2014 (4,116 lrait cubic meters in the first half of 2013). Our
international gas production decreased by 12.3%pewed to the first half of 2013, largely due twéw
production volumes in Uzbekistan.

In the first half of 2014, the output of naturalsgauids at the Group gas processing plants intéves
Siberia, Ural and Volgograd regions of Russia w&snillion BOE, compared to 6.&illion BOE in the
first half of 2013.

Refining, marketing and trading

Refining. We own and operate four refineries located in EeaspRussia and three refineries located
outside of Russia — in Bulgaria, Romania and Itdareover, we have a 45% interest in the Zeeland
refinery in the Netherlands.

In December 2013, the Group increased its stakBAB to 100% after acquisition of the remaining20
share. Initially, in December 2008, the Group amplia 49% interest in ISAB, then increased itsrexe

to 60% in April 2011 and to 80% in September 204Ben control over the refinery was obtained and
ISAB became our consolidated subsidiary, rathem #raequity affiliate.

Compared to the first half of 2013, the total votiof refined products produced by the Group (inicigd
our share in production at the Zeeland refinerghntichange significantly. Production volumes at ou
Russian refineries increased by 1.6%, largely duantincrease of production volumes at our refinery
Perm region against the background of relatively loroduction volumes in the first half of 2013.
Production at our international refineries decrdasg 2.0%. Sharp decrease in production at theazieel
refinery by 38.3% due to low refining margins aneidaul in the second quarter of 2014 outweighed th
increase of production at ISAB.

Along with our own production of refined producte wan refine crude oil at third party refineries
depending on market conditions and other factorshé periods considered, we processed our crli@ oi
third party refineries in Belarus and Kazakhstanth® same time, the volume of our crude oil preires
at the third party refineries in Belarus in theffinalf of 2014 was lower than in the first halfaif1 3.




The following table summarizes key figures for oefining activities.

2" quarter of 1% half of
201¢ 201: 201¢ 201:
(thousand barrels per day)
Refinery throughput at the Group refineries .. ..eeeeeeiinns 1,269 1,223 1,247 1,198
S AN RUSSIA v e 902 888 912 896
- outside RUSSH..........cccovvevieeieiceeere e, 367 335 335 302
Refinery throughput at the Zeeland refin€ty............cocove...... 34 101 60 97
Refinery throughput at third party refineries............ccccccoeco... 41 46 29 45
Total refinery throughput ... 1,344 1,370 1,336 1,340
(thousands of tonnes)
Production of the Group refineries in Russia........................ 10,743 10,605 21,547 21,217
Production of the Group refineries outside Russia............... 4,543 4,104 8,059 7,331
Production of the Zeeland refinery..........ccccooiiiiicniin. 423 1,259 1,488 2,413
Refined products produced by the Group including ou
share in the Zeeland refinery ...........cccoovmmiiiniiiee e 15,709 15,968 31,094 30,961
Refined products produced at third party refineries.............. 463 535 648 1,029
Total refined products produced .............cccoeeeiiiiiiiniiiiiineen, 16,172 16,503 31,742 31,990
(millions of US dollars)
Refining expenses at the Group refineries. .. .. vveeeeeeennns, 518 555 998 1,063
LI LU E S - S 272 291 502 550
- outside RUSSIA .......ccoeeeeeeieieeeeee e 246 264 496 513
Refining expenses at affiliated refineries outsitiR@ssia........ 33 61 920 118
Refining expenses at third party refineries..ccccee.ooooooeiiiivien, 19 22 26 42
Capital expenditureS..........c.eveeiieeeiii e 799 395 1,198 974
- INRUSSIA . 613 258 814 692
- outside Russia 186 137 384 282

W Including refined product processed.

Marketing and trading. Our marketing and trading activities mainly includbolesale and bunkering
operations in Western Europe, South-East Asia,@keAtmerica and retail operations in the USA, Cahtr
and Eastern Europe, the Baltic States and othé@orregin Russia, we purchase refined products on
occasion, primarily to manage supply chain bottbkse

The Group retails its refined products in 27 coestrthrough nearly 5.6 thousand petrol stations
(including franchisees). Most of the stations ofeetander the LUKOIL brand.

The table below summarizes figures for our tradiotivities.

2" quarter of 1% half of
2014 2013 2014 2013
(thousands of tonnes)
Retail SAlES ......eevveiiiiiie e 3,990 3,919 7,628 7,465
Wholesale Sales..........occviiiiiiiiii e 25,070 27,036 49,605 50,908
Total refined products sales ..........coooccuieciiiimiiiiieeeee. 29,060 30,955 57,233 58,373
Refined products purchased in RusSia...........cccccveevimn. 382 469 819 1,099
Refined products purchased internationally.................... 14,532 15,901 29,210 29,441
Total refined products purchased...............cccc.cccuvvven.... 14,914 16,370 30,029 30,540

In August 2014, in line with the strategy to optimiits downstream operations, Group companies gigne
agreements with third parties to sell 100% of share LUKOIL Ukraine, LUKOIL Slovakia s.r.o.,
LUKOIL Hungary Ltd. and LUKOIL Czech Republic s.r.ihat together operate approximately 380 petrol
stations.

During the first half of 2014, political and econiecnuncertainty in Ukraine has been increasing. As a
June 30, 2014, the Group owns downstream asselraine, consisting of a network of about 240 petro
stations, a petrochemical plant, lubricants distobs, and a jet fuel supplier. Though the Growgssets
and operations in Ukraine are not material (infitst half of 2014, revenues that were derived froon
operations in Ukraine comprised less than 1% oftotal revenues), the Group monitors the situasiod
assesses the risks associated with its operatiorigkiaine. Management believes that there are no
potential losses that can be identified and redsdgnestimated with respect to situation in Ukraate
present.




Exports of crude oil and refined products from Rus&. The volumes of crude oil and refined products
exported from Russia by our subsidiaries are suizethas follows:
2" quarter of
2014 2013
(thousand (thousand (thousand (thousand
of barrels) of tonnes) of barrels) of tonnes)

Exports of crude oil using Transneft export routes........ 43,37: 5,917 49,228 6,716
Exports of crude oil bypassing Transneft..................... 10,870 1,487 12,669 1,728
Total crude Oil EXPOrtS ........cvvieeiiiiiiiitimn e e e e e 54,22 7,400 61,897 8,444
Exports of refined productS................ceeeeeeieiiiceiieannnnnns, 6,122 6,173
1* half of
2014 2013

(thousand (thousand (thousand (thousand
of barrels) of tonnes) of barrels) of tonnes)

Exports of crude oil using Transneft export routes........ 84,91: 11,584 95,906 13,084
Exports of crude oil bypassing Transneft...................... 22,95( 3,131 22,482 3,067
Total crude Oil eXPOrtS ........coveeeiiiiiiiiie e 107,86: 14,715 118,388 16,151
Exports of refined products............ccccccveeeiiiiieinieeinnnnnn, 12,446 12,140

During the first half of 2014, the volume of ourude oil export from Russia decreased by 8.9%,
compared to the first half of 2013, and we expo3ddr% of our total domestic crude oil production
(38.6% — during the first half of 2013). The dese®f crude oil export was a result of higher sades
Russia and increased throughput at our domestiteréds.

All the volume of crude oil exported that bypas3ednsneft in the periods considered was routeditiiro
our own export infrastructure.

During the first half of 2014, the Company expor&aD thousand tonnes of light crude oil through the
Eastern Siberia — Pacific Ocean pipeline. Thisvedid us to preserve the premium quality of crudeod
thus increased the efficiency of export, compaceeiport to traditional Western markets.

During the first half of 2014, the volume of oumpexted refined products from Russia increased 5962.
compared to the first half of 2013. Primarily, wepert from Russia diesel fuel, fuel oil and gasolese
products accounted for approximately 83% of ouroebqul refined products volumes.

During the first half of 2014, our revenue from expof crude oil and refined products from Russihb
to Group companies and third parties amounted @580 million and $9,337million, respectively
($11,350 million for crude oil and $8,952 millioarfrefined products in the first half of 2013).




Main macroeconomic factors affecting our results obperations

Changes in the price of crude oil and refined prodots

The price at which we sell crude oil and refineddurcts is the primary driver of the Group’s revenue
During the first half of 2014, the Brent crude piice fluctuated between $103 and $115 per barél a
reached its peak of $115.32 in the middle of June.

Substantially all the crude oil the Group expogdUrals blend. The following table shows the averag
crude oil and refined product prices in the firalftof 2014 and 2013.

2" quarter of  Change, 1% half of Change,
2014 2013 % 2014 2013 %
(in US dollars per barrel, except for figures imqaant)

Brent Crude.......cccocvveeiniieee e 109.67 102.43 7.1 108.93 107.50 13
Urals crude (CIF Mediterranedh)............... 108.04 102.34 5.6 107.42 106.70 0.7
Urals crude (CIF Rotterdartl) .................... 107.30  101.89 53 106.76 106.21 0.5

(in US dollars per metric tonne, except for figuirepercent)
Fuel oil 3.5% (FOB Rotterdam)................. 579.13  580.30 (0.2) 575.1¢ 596.69 (3.6)
Diesel fuel 10 ppm (FOB Rotterdam)........ 922.01  889.35 3.7 9233 931.71 (0.9)
High-octane gasoline (FOB Rotterdam)..... 1,021.17  957.5¢ 6.6 989.6¢ 999.0¢ (0.9)

Source: Platts.

@ The Company sells crude oil on foreign markets anious delivery terms. Thus, our average realizéel grice of
oil on international markets differs from the awgrarices of Urals blend on Mediterranean and NorthEurope
markets.

Domestic crude oil and refined products prices

Substantially all crude oil produced in Russiarisduced by vertically integrated oil companies sash
ours. As a result, most transactions are betweglatfd entities within vertically integrated gnost
Thus, there is no concept of a benchmark domestikeh price for crude oil. The price of crude bt is
produced but not refined or exported by one of ¥heically integrated oil companies is generally
determined on a transaction-by-transaction basitaga background of world market prices, but with
direct reference or correlation. At any time theray exist significant price differences betweenarg
for similar quality crude oil as a result of thengmetition and economic conditions in those regions.

Domestic prices for refined products are determittedome extent by world market prices, but they ar
also directly affected by local demand and comioetit

The table below represents average domestic whelpsaes of refined products in the first halfafi14
and 2013.

2" quarter of  Change, 1% half of Change,
2014 2013 % 2014 2013 %
(in US dollars per metric tonne, except for figuirepercent)
U= I | 285.11 302.48 (5.7) 271.34 33242 (18.4)
DIeSEl fUB ... 800.33 817.59 (2.1) 80355 861.39  (6.7)
High-octane gasoline (Regular) .................... 866.02 790.42 9.6 837.70 805.95 3.9
High-octane gasoline (Premium) .................. 892.76 847.1¢ 5.4 867.65 856.2€ 1.3

Source: InfoTEK (excluding VAT).

Changes in the US dollar-ruble exchange rate and flation

A substantial part of our revenue is either denateid in US dollars or is correlated to some extetit

US dollar crude oil prices, while most of our costshe Russian Federation are settled in Russibles.
Therefore, ruble inflation and movements of excleangtes can significantly affect the results of our
operations. In particular, an appreciation of thele against the US dollar generally causes ouisdos
increase in US dollar terms, and vice versa. Theegiation of the purchasing power of the US dalar
the Russian Federation calculated on the basiseofitble-dollar exchange rates and the level ddtioh

in Russia was 5.1% in the first half of 2014, conagato the first half of 2013.




The following table gives data on inflation in Riasand the change in the ruble-dollar exchange rate

2" quarter of 1% half of
2014 2013 2014 2013
Ruble inflation (CPI1), %0 ......cooiiiiiiiiiis e 2.4 1.6 4.8 3.5
Average exchange rate for the period (ruble to bi&ag ......... 35.00 31.61 34.98 31.02
Exchange rate at the end of the period (ruble tabl&)......... 33.63 32.71 33.63 32.71

Tax burden

The following table represents average enacted fatetaxes specific to the oil industry in Rusiiathe

respective periods.

2" quarter of ~ Change,
2014 2013 %
Export tariffs on crude Oil ...........oociieeociiiiii, $/tonne 382.63 379.72 0.8
Export tariffs on refined products
Middle distillates (jet fuel), liquid fuels (fuelilpand
QASO0IIS 1veeeiiie e $/tonne 252.52 250.59 0.8
Light disStillates........ceveiiiaiiiiiiees et $/tonne 344.33 341.75 0.8
DieSel fUBl .......eieiiiiec e $/tonne 248.65 250.59 (0.8)
Mineral extraction tax
Crude Ol ..ceeeeiiiiiiiieicc e RUR/tonne 6,135.44 4,954.00 23.8
NGLUFAL GAS ...ttt RUR/1,000 m 471.00 265.00 77.7
1% half of Change,
2014 2013 %
Export tariffs on crude Oil ...........occuuieeeciiiiiie, $/tonne 386.65 393.09 (1.6)
Export tariffs on refined products
Middle distillates (jet fuel), liquid fuels (fuelilpand
QASO0IIS 1veeeiir e $/tonne 255.16 259.43 (1.6)
Light disStillates........eeveiiiaiiiieieee e $/tonne 347.94 353.79 2.7)
DieSel fUBl .......iieiiiie e $/tonne 251.94 259.43 (2.9)
Mineral extraction tax
Crude Ol ..ceeeeiiiiiiiieic e RUR/tonne 6,107.12 5,104.08 19.7
NGLUIAL GAS ...t RUR/1,000 m 471.00 265.00 77.7
Tax rates set in rubles and translated at the geezachange rates are as follows:
2" quarter of  Change,
2014 2013 %
Mineral extraction tax
Crude Ol .eveieeeiiiieciee et s $/tonne 175.30 156.71 11.9
NATUFAL G8S ..t $/1,000 i 13.46 8.38 60.6
1% half of Change,
2014 2013 %
Mineral extraction tax
Crude Ol oo, $/tonne 174.59 164.56 6.1
Natural gas $/1,000 i 13.46 8.54 57.6
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The rates of taxes specific to the oil industrjRimssia are linked to international crude oil prieed are
changed in line with them. The methods to deterrttieerates for such taxes are presented below.

Crude oil extraction tax rate is determined byadjusting the base rate depending on the intemmltio
market price of Urals blend and the ruble-dollacteange rate. The tax rate is zero when the avéJeaje
blend international market price for a tax periedess than or equal to $15.00 per barrel. EadbO3der
barrel increase in the international Urals blendeoover the threshold ($15.00 per barrel) resultan
increase of the tax rate by $1.80 per tonne extda¢dr $0.25 per barrel extracted using a conversio
factor of 7.33) above the base rate.

During the first half of 2014, the base rate wa8 4@bles per metric tonne extracted (470 rublethén
first half of 2013).

The crude oil extraction tax rate varies dependingthe development and depletion of a particular
oilfield. The tax rate is zero for extra-heavy ceudil and for crude oil produced in certain regiaris
Eastern Siberia, the Caspian Sea, the NenetskynAmtous District and some other regions, depending
on the period and volume of production.

The Group produces crude oil in the Caspian Seaandfits from the application of a zero extractiax
rate. We also produce extra-heavy crude oil in TirRachora.

Natural gas extraction tax rate. The mineral extraction tax on natural gas produegdndependent
producers in Russia is calculated using a flat. r&er the first half of 2014, the rate was set at
471 rubles per thousand cubic meters (265 rublethpasand cubic meters in the first half of 2013).

Crude oil export duty rate is calculated on a progressive scale. The rateris when the average Urals
blend international market price is less than anakédo approximately $15.00 per barrel ($109.50 per
metric tonne). If the Urals blend price is betw&d5.00 and $20.00 per barrel ($146.00 per metringp
each $1.00 per barrel increase in the Urals blefe pver $15.00 results in an increase of the emit
export duty rate by $0.35 per barrel exportedhéf Urals blend price is between $20.00 and $25€00 p
barrel ($182.50 per metric tonne), each $1.00 perebincrease in the Urals blend price over $20.00
results in an increase of the crude oil export datg by $0.45 per barrel exported. Each $1.0(bpeel
increase in the Urals blend price over $25.00 pereb results in an increase of the crude oil egaty
rate no more than by $0.65 per barrel exportedtifgafrom October 1, 2011 to December 31, 2018, th
maximum increase of export duty rate was $0.600perel for each $1.00 per barrel increase in thedJr
blend price. Starting from January 1, 2014 to Ddmem81, 2014, the maximum increase of export duty
rate is $0.59 per barrel for each $1.00 per barceéase in the Urals blend price.

The crude oil export duty rate is revised monthtytbe basis of the immediately preceding one-month
period of crude oil price monitoring.

A special export duty regime is in place for certgieenfields. The list of the oilfields where tleeluced
rate is applied includes our Yu. Korchagin and Warovsky oilfields located in the Caspian Sea and
extra-heavy crude oil fields in Timan-Pechora.

Export duty rates on refined products are calculated by multiplying the current crudeexiport duty
rate by a coefficient according to the table below.

From January 1, 2014 Prior to
to December 31, 2014 January 1, 2014
Multiplier for:
Light distillates (except for gasolines), middistdiates (jet fuel),
gasoils, liquid fuels (fuel oil), motor and otheispother products.. 0.660 0.660
DIESEl TUBL....eiiiiiiiei s 0.650 0.660
GASOINES. ... 0.900 0.900

Crude oil and refined products exported to the membr countries of the Customs Union- Belarus
and Kazakhstan, are not subject to export duties.

Excise on refined products.The responsibility to pay excises on refined paislin Russia is imposed on
refined product producers (except for straight-gasoline). Only domestic sales volumes are sulbject
excises.

In other countries where the Group operates, exeise paid either by producers or retailers demenoin
the local legislation.
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Excise rates on refined products in Russia arettigtie ecological class of fuel. Excise tax rdtasthe
first half of 2014 and 2013 are listed below:

2" quarter of Change 1% half of Change
2014 2013 % 2014 2013 %
Gasoline

Below Euro-3................. RUR/tonne  11,110.00 10,100.0¢ 10.0 11,110.00 10,100.0t 10.0
EUro-3.....cooivieieiiieeens RUR/tonne  10,725.00 9,750.0( 10.0 10,725.00 9,750.0 10.0
EUrO-4....ccoviiiiiiiiiiiees RUR/tonne 9,916.00 8,560.0( 15.8 9,916.00 8,560.0 15.8
Euro-5.....cccooviiviiiiiienn RUR/tonne 6,450.00 5,143.0( 25.4 6,450.00 5,143.0( 254

Diesel fuel
Below Euro-3................. RUR/tonne 6,446.00 5,860.0( 10.0 6,446.00 5,860.0 10.0
EUro-3.....cooviieieiiieeens RUR/tonne 6,446.00 5,860.0( 10.0 6,446.00 560.0( 10.0
Euro-4......cccooeiviiiiiinnnn. RUR/tonne 5,427.00 4,934.0( 10.0 5,427.00 4,934.0 10.0
EUuro-5.....cccoovviviiiiiiens RUR/tonne 4,767.00 4,334.0( 10.0 4,767.00 4,334.0( 10.0
MOtOr OilS.......cccvveeiiiieenne RUR/tonne 8,260.00 7,509.0( 10.0 8,260.00 7,509.0( 10.0
Straight-run gasoline......... RUR/tonne  11,252.00 10,229.0( 10.0 11,252.00 10,229.0 10.0
2" quarter of Change, 1% half of Change
2014 2013 % 201¢ 2013 %

Gasoline

Below Euro-3................... $/tonne 317.43 325.6: (2.5) 317.6: 325.6:¢ (2.5)
BUFO-3 oo, $/tonne 306.43  314.3¢ (2.5)  306.6( 31434 (2.5
BUrO-4 ..o $/tonne 283.32 275.9¢ 2.7 283.4¢ 275.9¢ 2.7
EUuro-5....ccoceeiiiiiiiiie $/tonne 184.29 165.81 11.1 184.3¢ 165.8: 11.2

Diesel fuel
Below Euro-3................... $/tonne 184.17 188.9:¢ (2.5) 184.2¢ 188.9:¢ (2.5)
Euro-3.....cccoovevieeeeeiiie, $/tonne 184.17 188.9¢ (2.5) 184.2¢ 188.9: (2.5)
EUuro-4.....ccoooeeiiiiiiiiinieees $/tonne 155.06 159.0% (2.5) 155.1¢ 159.0% (2.5)
Euro-5....ccoceeiiiiiiii $/tonne 136.20 139.7¢ (2.5) 136.2¢ 139.7: (2.5)
Motor OilS........veeveeeeeiiiiiiins $/tonne 236.00 242.0¢ (2.5) 236.1: 242.0¢ (2.5)
Straight-run gasoline........... $/tonne 321.49 329.7¢ (2.5) 321.6° 3297¢ (2.5)

Income tax. The federal income tax rate is 2.0% and the regiortome tax rate varies between 13.5%
and 18.0%. The Group’s foreign operations are stbje taxes at the tax rates applicable to the
jurisdictions in which they operate.

Until January 1, 2012, there were no provisionshia taxation legislation of the Russian Federatmn
permit the Group to reduce taxable profits of auWprocompany by offsetting tax losses of another @rou
company against such profits. Tax losses couldubg 6r partially used to offset taxable profits time
same company in any of the ten years followingyeer of loss.

Starting from January 1, 2012, if certain condifiaare met, taxpayers are able to pay income tax as
consolidated taxpayers’ group (“CTG"). This allotagpayers to offset taxable losses generated bgicer
participants of a CTG against taxable profits dfevtparticipants of the CTG. Certain Group companie
met the legislative requirements and pay incometaa CTG starting from the first quarter of 2012.

Losses generated by a taxpayer before joining a &EGiot available for offset against taxable psodif
other participants of the CTG. However, if a taxgraleaves a CTG, such losses again become available
for offset against future profits generated by #agne taxpayer. The expiration period of the losses
extended for any time spent within a CTG when tssés were unavailable for use.

Transportation of crude oil and refined products in Russia

The main Russian crude oil production regions areate from the main crude oil and refined products
markets. Therefore, access by crude oil produat@mpanies to the markets is dependent on the eatent
diversification of the transport infrastructure aadcess to it. As a result, transportation cosans
important macroeconomic factor affecting our nebime.

Transportation of crude oil produced in Russiagfineries and export destinations is performed grilp
through the trunk oil pipeline system of the stateed company, OAO AK Transneft, or by railway
transport.
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Transportation of refined products in Russia iSqraned by railway transport and the pipeline syst#m
OAO AK Transnefteproduct. The Russian railway isfracture is owned and operated by OAO Russian
Railways. Both these companies are state-ownedtréiisport the major part of our refined products by
railway transport.

In Russia, gas is mostly sold at the wellhead aed transported through the Unified Gas Supplyeyst
(“UGSS"). The UGSS is responsible for gatheringnsiporting, dispatching and delivering substantiall
all natural gas supplies in Russia and is ownedogetdtated by OAO Gazprom. The Federal Service for
Tariffs of the Russian Federation regulates naaaltransportation tariffs. We are not able tbaal gas
other than through UGSS.
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Three and six months ended June 30, 2014, comparad three and six months
ended June 30, 2013

The table below sets forth data from our consofidattatements of comprehensive income for the gerio
indicated.

2" quarter of 1% half of
2014 2013 2014 2013
(millions of US dollars)

Revenues
Sales (including excise and export tariffs) ...ccecoveeeeeiiiiiin, 38,205 35,053 73,886 68,823
Costs and other deductions
Operating EXPENSES .....ccuvvvriiieieee e e e eieereeeeeesirrrrreeeee e e s snaeeas (2,558) (2,516) (4,867) (4,966)
Cost of purchased crude oil, gas and products.................... (18,871) (16,462) (36,114) (31,565)
Transportation EeXPENSES .......ocviuueriiiieeacmemeieeeeeaa e e e eeneeeeeeas (1,557) (1,562) (3,110) (3,212)
Selling, general and administrative expenses...................... (1,015) (972) (1,871) (1,838)
Depreciation, depletion and amortization .........cccvvvveens, (2,485) (1,444) (3,997) (2,813)
Taxes other than INCOMEe taxes ............ oo e eevvieeieeeeaenaene (3,408) (3,396) (6,854) (6,779)
Excise and export tariffS ...t oo (5,339) (5,787)  (10,826) (11,288)
EXPlOration eXPeNSEe........cuiiieeiiiiiiiiieereenre e e e e s eeirireee e e e e e ameeas (64) (75) (269) (138)
Gain (loss) on disposals and impairments of assets............ 1 17 (414) 10
Income from operating activities ..........ccocomeeeiiciiimeeeeeenen, 2,909 2,856 5,564 6,234
INEErESt EXPENSE ..eviiiieeiiciiiieei e eereeee et a e e (155) (121) (295) (218)
Interest and dividend iNCOME ..........oooiiiciiciiieeee e, 63 58 120 119
Equity share in income of affiliates ..o, 91 139 273 297
Currency translation gain (I0SS) ...........cvcccemeivvimiiereeeeeesiiins 2 (257) (268) (396)
Other non-operating (EXPense) INCOME ... e eeeeeeeameeene (39) 168 (119) 181
Income before iNCOMEe taxes ........ccueveiiviieeeieieeiee e, 2,871 2,843 5,275 6,217
CUIreNt INCOME TAXES ...veiiieeeei ittt e oo eeeeeeeeaaaeeammns (541) (658) (1,346) (1,304)
Deferred INCOME taXES .......uuveieiieeie et e e e e e 70 (90) 208 (233)
Total INCOME taX EXPENSE ...eevvveeeeeiiciiiiieeeemeee e e e e e (471) (748) (1,138) (1,537)
NELINCOME ..oeiiiiiiii et eeenne 2,400 2,095 4,137 4,680
Net (income) loss attributable to r-controlling interests........ (12) 9 (15) 5
Net income attributable to OAO LUKOIL .......cccceevvevvineeennne. 2,389 2,104 4,122 4,685

Earning per share of common stock attributable to
OAO LUKOIL (in US dollars):

BaASIC ...iiiiiiiiiiiiieeeeet 1111t b b e raeerrararranes 3.16 2.79 5.46 6.21
[ [0 (T R 3.10 2.73 5.35 6.08

The analysis of the main financial indicators af flmancial statements is provided below.
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Sales revenues

Sales breakdown

2" quarter of 1% half of
2014 2013 2014 2013
(millions of US dollars)

Crude oil

Export and sales on international markets other Gastoms

UNION COUNLIIES.....coviiiiirieirie et e
Export and sales to Customs Union countries.........

DOMESLIC SAIES ....ovvviieeieiee e

Refined products
Export and sales on international markets

WHhOIESAIE.......cccvvvveeveiiiiiiiiiii v eeeeeeerevever e ees
REtAIl.....ovvviiiiiiiiic e

Domestic sales

WHhOIESAIE......ccceeeeeee e
REtAIl.....ovviriiiiiiiiiccr s

Petrochemicals

7,230 4,983 14,188 10,082
460 380 996 765
953 658 1,937 1,196

8,643 6,021 17,121 12,043

19,560 20,135 38,413 39,071

2,758 2,733 5,224 5,176
1,861 1,861 3,473 3,782
2,337 2,267 4,429 4,463

Export and sales on international markets . ..............v...

DOMESLIC SAIES ....ovvviiieieiee e

Gas and gas products
Export and sales on international markets ...

DOMESLIC SAIES ........eeevvvevveeiiereieesveemeemre e ararraeee

Sales of energy and related services......ccccccceeeenne.

Other

Sales on international markets ..........ccceevvveeeenimenenns
DOMESLIC SAIES ....ovvviiieeeieeee e

Total SAIES ......vvviieiiiiiee e

26,516 26,996 51,539 52,492

234 249 489 472
39 214 171 460
273 463 660 932
538 527 1,001 1,084
285 259 583 545
823 786 1,674 1,629
317 296 818 785
1,426 201 1,662 551
207 200 412 391
1,633 491 2,074 942

38,205 35,053 73,886 68,823

Sales volumes

2" quarter of 1% half of
2014 2013 2014 2013

Crude oil

Export and sales on international markets other Giastoms

UNION COUNLIIES.....eoviiiiitieiitic e e
Export and sales to Customs Union countries.........
DOMESLIC SAIES ...ooeeiiiiiiiiie e

Crude oil

(thousands of barrels)

66,644 49,243 131,705 95,437
8,686 7,990 19,197 15,518
19,043 14,484 39,611 25,560

Export and sales on international markets othar @astoms

UNION COUNLIIES.....ccvvveivieiiieieeeeeeness e sevevevenennnnnnes
Export and sales to Customs Union countries.........
DomesStiC SaleS ........ccevvviiieieieieeeteeeeemre e

Refined products
Export and sales on international markets
Wholesale........ccouveiiiiiiiiii e

94,373 71,717 190,513 136,515

(thousands of tonnes)

Domestic sales
WHhOIESAIE.......c.ceevvvvvveeeeiiiiii vt eeeeeeevever e

REtAIl.....ovvviiiiiiiiiiccc e

Total sales volume of crude oil and refined products.

9,092 6,718 17,968 13,020
1,185 1,090 2,619 2,117
2,598 1,976 5,404 3,487
12,875 9,784 25,991 18,624

(thousands of tonnes)

22,228 24,335 44,366 45,578

1,637 1,694 3,122 3,163
2,842 2,701 5,239 5,330
2,353 2,225 4,506 4,302

29,060 30,955 57,233 58,373

41,935 40,739 83,224 76,997

15



Realized average sales prices "Dquarter of 1% half of

2014 2013 2014 2013
Average realized price international
Oil (excluding Customs Union countries) ($/barrel) 108.49 101.20 107.73 105.64
Oil (Customs Union countries)................ ($/barrel) 52.96 47.59 51.89 49.34
Refined products
Wholesale .......cccceeeiivieeeiiiiiieee e, ($/tonne) 879.93 827.45 865.79 857.23
Retail.......ooooviviiiiiiie e, ($/tonne) 1,685.73 1,612.90 1,673.46 1,636.41
Average realized price within Russia
Ol ($/barrel) 50.07 45.41 48.90 46.78
Refined products
Wholesale ........ccooeeiiiiiiiiiieee, ($/tonne) 654.51 689.07 662.85 709.53
Retal...c.eeiiieiciee e ($/tonne) 993.47 1,018.91 983.10 1,037.56

During the second quarter of 2014, our revenuagased by $3,152 million, or by 9.0%, comparedo t
second quarter of 2013. Our revenues from crudsadds increased by $2,622 million, or by 43.5% Ou
revenues from sales of refined products decreag&d &0 million, or by 1.8%.

During the first half of 2014, our revenues incexhby $5,063 million, or by 7.4%, compared to thme
period of 2013. Our revenues from crude oil satesgased by $5,078 million, or by 42.2%. Our rewenu
from sales of refined products decreased by $98mior by 1.8%.

The changes in ruble-nominated revenues againdtrgédnalf of 2013 were significantly affected bye
nominal ruble devaluation by 12.8%.

Sales of crude oil

Our international sales volumes increased by 2tA6@sand tonnes, or by 31.6%, compared to the decon
quarter of 2013, and by 5,450 thousand tonnesy &6t0%, compared to the first half of 2013, assult

of increased volumes of trading. Moreover, ourrimi¢ional realized crude oil prices increased 9%8.
compared to the second quarter of 2013, and by ,28%pared to the first half of 2013. As a resoili;
international sales revenue increased by 43.4%y &2,327 million, and by 40.0%, or by $4,337 roiflj

in the second quarter and the first half of 20&4pectively.

Our domestic sales volumes increased by 31.5%, amdpo the second quarter of 2013, and by 55.0%,
compared to the first half of 2013, due to contiiguincrease in domestic demand and volumes of crude
oil production in Russia. As a result, in the setoguoarter and the first half of 2014, our domestites
revenue increased by 44.8%, or by $295 million, lan62.0%, or by $741 million, respectively.

In the second quarter and the first half of 2014, revenue from crude oil export from Russia botlthie
Group companies and third parties amounted to $5d8ion and $10,590 million, respectively.

Sales of refined products

Compared to the same periods of 2013, our reverre the wholesale of refined products outside of
Russia decreased by $575 million, or by 2.9%, engbcond quarter of 2014 and by $658 million, or by
1.7%, in the first half of 2014. The increase itesgrices by 6.3% in the second quarter of 204kpn
1.0% in the first half of 2014 was outweighed by ttecrease in sales volumes as a result of overhaul
our plants in Bulgaria in the first quarter of 20d4dd in the Netherlands in the second quarter dfi28s
well as the decrease in trading volumes comparglietsecond quarter of 2013.

Compared to the second quarter and the first Haf043, some decrease of retail volumes outside of
Russia was compensated by increase in realizell petaes. As a result, our retail sales revenuwndi
change significantly both to the second quarterfasthalf of 2013.

In the second quarter of 2014, our revenue fromwthelesale of refined products on the domestic etark
was flat compared to the second quarter of 201&e@ease in realized prices due to the ruble detiatu

was compensated by an increase in sales volumé#se fiirst half of 2014, a decrease in sales vokiine

91 thousand tonnes, or by 1.7%, was emphasizeddecrease in sales prices by 6.6% caused by ruble
devaluation. As a result, our wholesale refineddpots revenue decreased by $309 million, or 8.2%.
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Our revenue from retail sales in Russia increase®4® million, or by 3.1%, in the second quarter of
2014. Retail sales volumes increased by 5.8% thatpartially offset by a decrease in average daomest
retail prices by 2.5% as a result of ruble devadumatin the first half of 2014, an increase in dsetiesales
volumes nearly offset the decrease in prices, sodomestic retail revenue didn’'t change signifitant
compared to the first half of 2013, despite sizablde devaluation.

In the second quarter and the first half of 2014, revenue from export of refined products from &tas
both to Group companies and third parties amoutatéd,617 million and $9,337 million, respectively.

Sales of petrochemical products

Our revenue from sales of petrochemical productseesed by $190 million, or by 41.0%, in the second
quarter of 2014 and by $272 million, or by 29.2% the first half of 2014. This was largely due to a
significant decrease of domestic sales volumespeoed to 2013, as a result of cease of productionra
plant in Stavropol region of Russia as a consequefa fire at the plant in the end of February201

Sales of gas and gas products

Sales of gas and gas refined products increas&3bynillion, or by 4.7%, in the second quarter 612
and by $45 million, or by 2.8%, in the first haff2014.

Gas products wholesales revenue increased by #6dmnor by 19.8%, in the second quarter of 20hd a
by $60 million, or by 10.9%, in the first half 0024. Average realized wholesale prices and salkesnes
for gas products increased by 11.0% and 7.9% isé¢lend quarter of 2014 and by 6.4% and 4.3%.,n th
first half of 2014, respectively.

Retail gas products revenue increased by $13 mijlibko by 8.8%, in the second quarter of 2014 and by
$21 million, or by 7.7%, in the first half of 2014.

Natural gas sales revenue decreased by $27 mithioby 7.0%, in the second quarter of 2014 and by
$36 million, or by 4.5%, in the first half of 201Zhe decrease was mainly due to lower production
volumes in Uzbekistan.

Sales of energy and related services

Our revenue from sales of electricity, heat andtesl services increased by $21 million, or by 7.iY%,
the second quarter of 2014 and by $33 million, #42%, in the first half of 2014. The increasesafes
volumes that resulted from commissioning of two bored cycle gas turbines with a combined capacity
of 235 MW in Astrakhan, Russia in mid-2013 and @mpu&nt increase in volumes of power generation,
compared to the second quarter and the first Ha#0d 3, was partially offset by the effect of ruble
devaluation.

Sales of other products

Other sales include non-petroleum sales throughedail network, transportation services, rentakreie,
crude oil extraction services, and other revenueunfproduction and marketing companies from safes
goods and services not related to our primary iietsv

Revenue from other sales increased by $1,142 miliio the second quarter of 2014 and by
$1,132 million in the first half of 2014. In thecemd quarter and the first half of 2014, other rexe
included $1,179 million related to cost compensatidthin the West Qurna-2 project.

Operating expenses

Operating expenses include the following:

2" quarter of 1% half of
2014 2013 2014 2013
(millions of US dollars)

Hydrocarbon extraction eXPenSES ............ceemmemeeeeimreeinennnn, 1,259 1,07¢ 2,270 2,08
OWnN refiNiNg EXPENSES ......cviiiii e e 518 55k 998 1,66
Refining expenses at third parties and affiliatdthegies....... 52 83 11€ 16C
Cost of processing operations at ISAB..........ccccevvvvvinnnn, - 47 - 9
Expenses for crude oil transportation to refineries............ 27C 33t 542 673
Power generation and distribution expenses.................. 171 172 361 364
Petrochemical EXPENSES ..........c.uvvvevii e ee e e e e e 45 73 111 152
Other operating expenses 243 178 468 BE
Total operating expenses 2,558 2,516 4,867 468
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The method of allocation of operating expenses alutiffers from the approach used in preparing tite d
for Note 20 “Segment information” to our interimrmswlidated financial statements. Expenditures @ th
segment reporting are grouped depending on the esgigio which a particular company belongs.
Operating expenses for the purposes of this asadysi grouped based on the nature of the costgéacu

The changes in ruble-nominated operating expengamst the first half of 2013 were significantly
affected by the nominal ruble devaluation by 12.8%.

Compared to the respective periods of 2013, ouratipg expenses increased by $42 million, or byd,.7
in the second quarter of 2014, but decreased byr#i@n, or by 2.0%, in the first half of 2014.

Hydrocarbon extraction expenses

Our extraction expenses include expenditures ikléderepairs of extraction equipment, labor costs,
expenses on artificial stimulation of reservoirgglfand electricity costs, cost of extraction ofunal gas
liquids, property insurance of extraction equipmemd other similar costs.

Our extraction expenses increased by $181 millarhy 16.8%, in the second quarter of 2014 and by
$183 million, or by 8.8%, in the first half of 201k the second quarter of 2014, our extractiore@sps
included $161 million of start-up costs and produttexpenses related to West Qurna-2 project. én th
first half of 2014, approximately $24 million of ghextraction expenses refer to ZAO Samara-Nafta,
acquired in April 2013. In Russia, the increaseasts was compensated by the ruble devaluation.

Our average hydrocarbon extraction expenses iredgasm $5.59 per BOE in the second quarter of 2013
to $6.13 per BOE in the second quarter of 2014y08.7%, and from $5.44 per BOE in the first hdlf o
2013 to $5.70 per BOE in the first half of 2014 ,bgr4.8%. This was due to write-off of certain iap
costs related to commencement of commercial praziuett West Qurna-2 oilfield in the second quarter
of 2014.

Own refining expense

Our own refining expenses decreased by $37 milliwryy 6.7%, in the second quarter of 2014, and by
$65 million, or by 6.1%, in the first half of 2014.

Refining expenses at our domestic refineries deekay 6.5%, or by $19 million, in the second qerart
of 2014, and by $48 million, or by 8.7%, in thesfihalf of 2014. The effect of ruble devaluatiamyér
consumption and cost of additives and lower expef@eoverhauls outweighed the effect of increased
production volumes.

Refining expenses at our international refineriesrdased by 6.8%, or by $18 million, in the second
quarter of 2014, and by 3.3%, or by $17 millionthe first half of 2014. Sizeable increase in piiitun
volumes at ISAB against the background of low vatsnof refining in the first half of 2013 due to
overhauls was outweighed by the effect of the dnoglectricity tariffs in Sicily and decrease inpexses

of our Romanian and Bulgarian refineries due todpexpenses on overhauls.

Refining expenses at third party and affiliatedrnefies

Along with our own production of refined products wefine crude oil at third party and affiliated
refineries both in Russia and abroad.

In the second quarter and the first half of 20Bfinmg expenses at third party and affiliated mefies
decreased by 37.3%, or by $31 million, and by 27.6%by $44 million, respectively, as a result of
significantly lower volumes of crude oil processiagthird party refineries in Belarus, and the effef
ruble devaluation.

Expenses for crude oil transportation to refineries

Expenses for crude oil transportation to refinenetude pipeline, railway, freight and other costtated
to delivery of the Group’s own crude oil to refireey for further processing.

Our expenses for crude oil transportation to refasedecreased by $65 million, or by 19.4%, in the
second quarter of 2014 and by $130 million, or BY3%, in the first half of 2014, due to significhnt
lower volumes of crude oil processing at third pagfineries in Belarus, the decrease in supplfesim
crude oil from Russia to ISAB and the effect ofleubdevaluation.
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Power generation and distribution expenses

During the second quarter and the first half of £2pbwer generation and distribution expenses resdain
nearly flat compared to the respective periods @32 The effect of ruble devaluation outweighed the
increase of expenses that resulted from the cornomisg of new combined cycle gas turbines with a
combined capacity of 235 MW in Astrakhan, Russithmmiddle of 2013.

Other operating expenses

Other operating expenses include expenses of thap&r upstream and downstream entities that do not
relate to their core activities, namely renderirigransportation and extraction services, coststbér
services provided and goods sold by our productimh marketing companies, and of non-core businesses
of the Group.

Other operating expenses increased by $70 milborgy 40.5%, in the second quarter of 2014, and by
$92 million, or by 24.5%, in the first half of 201driven largely by changes in estimates of existisset
retirement obligations.

Cost of purchased crude oil, gas and products

Cost of purchased crude oil, gas and productsdeslthe cost of crude oil and refined productsimsed
for trading or refining, gas and fuel oil to supplyr power generation entities and the result dghey of
crude oil and refined products sales.

Cost of purchased crude oil, gas and products asek by $2,409 million, or by 14.6%, in the second
quarter of 2014 and by $4,549 million, or by 14.480the first half of 2014, largely as a resulttbé
increase in crude oil trading volumes.

In the second quarter of 2014, we recognized a $hBlon net loss from hedging, compared to a
$146 million net gain in the second quarter of 20A8 the same time, in the first half of 2014, we
recognized a $109 million net loss from hedgingnpared to a net gain of $81 million in the firstfrat
2013.

Transportation expenses

In the second quarter of 2014, our transportatiperses didn’'t change significantly, compared ® th
second quarter of the previous year. In the fimlf lof 2014, transportation expenses decreased by
$102 million, or by 3.2%, compared to the firstflafl2013, largely due to the ruble devaluatiorgréase

of tariffs abroad and lower volumes of crude oipert from Russia. At the same time, these fact@sew
partially offset by rerouting of our refined prodsisupplies.

Our actual transportation expenses related to coildend refined products deliveries to various @xp
destinations, weighted by volumes transported, gbdrto the first half of 2013 as follows: crude oll
pipeline tariffs decreased by 10.1%, railway tarifir refined products transportation decreasetidoy%,
crude oil freight rates decreased by 12.5%, aridaéfproducts freight rates decreased by 11.3%.

Selling, general and administrative expenses

Selling, general and administrative expenses imclpdyroll costs (excluding extraction entities’ and
refineries’ production staff costs), insurance sdsixcept for property insurance related to extvacand
refinery equipment), costs of maintenance of saafbstructure, movement in bad debt provision and
other expenses.

Our selling, general and administrative expenseseased by $43 million, or by 4.4%, in the second
guarter of 2014 and by $33 million, or by 1.8%the first half of 2014.

Depreciation, depletion and amortization

Our depreciation, depletion and amortization expensicreased by $1,041 million, or by 72.1%,
compared to the second quarter of 2013, and by881ndillion, or by 42.1%, compared to the first haflf
2013. Our depreciation, depletion and amortizagspenses for the second quarter and the firstdfalf
2014 included $1,005 million related to the Westri@@u2 field, where we commenced commercial
production in the second quarter of 2014. The meeein depreciation, depletion and amortization
expenses was driven also by our capital expenditamed the corresponding increase in value of
depreciable assets and the acquisition of ZAO SaiNafta in April 2013.
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Equity share in income of affiliates

The Group has investments in equity method aféaeind corporate joint ventures. These companges ar
primarily engaged in crude oil exploration, prodoist marketing and distribution operations in the
Russian Federation, crude oil production and margein Kazakhstan and refining operations in the
Netherlands. Our largest affiliates are Turgai ®etrm and Tengizchevroil, exploration and productio
companies operating in Kazakhstan, and the Zedtafidery in the Netherlands.

Our share in income of affiliates decreased by ®4Bon, or by 34.5%, compared to the second quarte
of 2013, and by $24 million, or by 8.1%, comparedtte first half of 2013. This was mainly due te th
decrease in income of Turgai Petroleum, as a re§idiwer production volumes, and Zeeland, as alres
of lower volumes of refining driven by decreasefinieg margins and stoppage time for overhauls.

Taxes other than income taxes

2" quarter of 1% half of
2014 2013 2014 2013
(millions of US dollars)
In Russia
Mineral eXtraction taXES ..........ueveiivreacrmmeeeee e 3,055 3,010 6,136 6,006
Social security taxes and contributions 133 141 278 307
PrOPEItY taX ... .uueeeeiniiiieeeee e e 125 141 249 269
Other TAXES ...vviiiiiiiiei et 23 33 44 52
Total IN RUSSIA....eeiiiiiiiee e e 3,336 3,325 6,707 6,634
International
Mineral extraction taxes..........ccoovvvivi s 15 20 33 37
Social security taxes and contributions .....cccccc.vvviiiiieiinnnen. 32 30 63 60
PIOPEITY 18X ..ttt et e e e e e e e 8 8 17 16
(O] g 1T g = (= 17 13 34 32
Total internationally ..........cccvvieiiieeiiiiiemee e 72 71 147 145
TOMAD et e 3,408 3,396 6,854 6,779

In the second quarter and the first half of 20a4e$ other than income taxes didn’t change signrifly,
compared to the respective periods of 2013. Thectffof mineral extraction tax rate growth and the
increase in domestic crude oil production wereipllytoffset by the increase in the amount of mater
extraction tax incentive. The decrease in socialisy taxes and contributions, property and otiases

in Russia against the second quarter and thehi§bf 2013 was mainly due to the ruble devaluatio

In the second quarter and the first half of 20ppliaation of the reduced rate for crude oil proghiliédrom
depleted oilfields and the zero rate for crudepodduced from oilfields with extra heavy crude aild
from greenfields led to $607 million and $1,191limil mineral extraction tax reduction, respectively
($436 million and $904 million in the second quegad the first half of 2013, respectively).

Excise and export tariffs

2" quarter of 1% half of
2014 2013 2014 2013
(millions of US dollars)

In Russia
Excise tax on refined products .............ceeeeeeeeeeeeeeeeneninennnn, 50C 489 917 925
Crude 0ileXport tariffS ......... oo 2,217 2,623 4,765 5,107
Refined productsxport tariffs............cccceeeiiiiiiiiiinieiee e, 1,527 1,592 3,153 3,207
Total IN RUSSIA....eeiiiieiiee e eccmee e mee e 4,244 4,704 8,835 9,239
International
Excise tax and sales taxes on refined productS...........occuueee 97¢ 929 1,800 1,751
Crude 0ileXport tariffS ..........ccceeiiiiiiiiiiies s e e e e e 51 59 103 121
Refined productsxport tariffs 65 95 88 177
Total internatioNally ............occuviiiiiiiii e 1,09t 1,083 1,991 2,049
TOMAD Lot e ,339 5,787 10,826 11,288
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Export tariffs decreased by $509 million, or by 784, in the second quarter of 2014 and by $503 anilli

or by 5.8%, in the first half of 2014. Comparedthe second quarter and the first half of 2013, the

volumes of crude oil export beyond the Customs briecreased by 11.2% and 5.5%, respectively.

Refined products export volumes decreased by OrB#tei second quarter of 2014 and increased by 2.5%
in the first half of 2014. This increase which veagweighed by the decrease of export tariffs rates.

Exploration expenses

In the second quarter of 2014, our exploration aspe decreased by $11 million, while in the fiif bf

2014, our exploration expenses increased by $18bmas a result of dry whole write-offs in the

quarter of 2014. Thus, dry hole costs in the fiaf of 2014 amounted to $95 million that represdrdry
exploratory well in Cote d’lvoire, compared to $3lion in the first half of 2013. The rest of thecrease
was due to the growth in volume of seismic in Wiestiberia.

Loss on disposals and impairments of assets

In April 2014, the Group entered into an agreentersell its 50% share in Caspian Investment Ressurc
Ltd. The loss on expected disposal of this share @gimated at $358 million. For more details as th
agreement, refer to page 3.

Moreover, in the first quarter of 2014, the Groupt® off signing bonuses related to projects irrr8ie
Leone and Cote d’lvoire in the total amount of $6iflion.

Income taxes

The maximum statutory rate in Russia is 20%. Néwedess, the actual effective income tax rate may be
higher due to non-deductible expenses or lower tdueertain non-taxable gains. Moreover, quarterly
deviations of the effective income tax rates frdm maximum statutory rate may happen due to cwyrenc
translation losses and gains reported by Russibsidiaries, that decrease or increase taxable iadom
the respective periods.

In the second quarter of 2014, our total income ¢@pense decreased by $277 million, or by 37.0%,
compared to the second quarter of 2013. At the games our income before income tax increased by
$28 million, or by 1.0%.

In the first half of 2014, our total income tax exge decreased by $399 million, or by 26.0%, coetpar
to the first half of 2013, while our income befaneome tax decreased by $942 million, or by 15.2%.

In the second quarter of 2014, our effective incaaxerate was 16.4%, compared to 26.3% in the skcon
quarter of 2013. In the first half of 2014, effeetincome tax rate was 21.6%, compared to 24.78%ein
first half of 2013.
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Reconciliation of net income to EBITDA (earnings bfore interest, income taxes, depreciation and
amortization)

2" quarter of 1% half of
2014 2013 2014 2013
(millions of US dollars)
=Y AT g To 4 TS 2,389 2,104 4,122 4,685
Add back:
INCOME taX EXPENSE ....ocviiiviieiieiieieittrrre e 471 748 1,138 1,537
Depreciation and amortization ..............coceeeceeneriicnnnnes 2,485 1,444 3,997 2,813
INterest EXPENSE.....coooi i 155 121 295 218
Interest and dividend income ............cooommvvivieeeeeennnnn. (63) (58) (120) (119
EBITDA .ot 5,437 4,359 9,432 9,134
Add back loss on disposal of assets and dry wredédad
WIIEE-OFFS 1.t - - 520 -
EBITDA adjusted for one-off items.........ccccccoeeiiiiiiieninnns 5,437 4,359 9,952 9,134
Including impact of West Qurna-2 project..................... 1,017 — 1,017 —

EBITDA is a non-US GAAP financial measure. EBITD# defined as net income before interest, taxes
and depreciation and amortization. The Companyebesd that EBITDA provides useful information to
investors because it is an indicator of the stieragid performance of our business operations, divodu
our ability to finance capital expenditures, acdgiges and other investments and our ability taumand
service debt. While depreciation and amortizatiom eonsidered as operating costs under US GAAP,
these expenses primarily represent the non-caskrtuperiod allocation of costs associated withgton
lived assets acquired or constructed in prior gxid he EBITDA calculation is commonly used as siba
for some investors, analysts and credit rating eigsnto evaluate and compare the periodic and dutur
operating performance and value of companies withénoil and gas industry. EBITDA should not be
considered in isolation as an alternative to nebiine, operating income or any other measure of
performance under US GAAP. EBITDA does not inclade need to replace our capital equipment over
time.
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Liquidity and capital resources

1° half of
2014 2013
(millions of US dollars)
Net cash provided by operating aCtiVIities .. e . ccuueveeieeeeeeiiiiiiieiee e 7,562 7,678
Net cash used in iINVEStiNG aCIVItIES ... e eeieeriiiieiiee e (6,928) (10,008)
Net cash provided by financing activitieS .............ccccccveeeiiiiiiiiic s 362 2,642

Operating activities

Our primary source of cash flow is funds generdtech our operations. During the first half of 2014,
cash generated from operations didn’t change s$igmfly, compared to the first half of 2013, and
amounted to $7,562 million.

Investing activities

In the first half of 2014, the amount of cash ugeihvesting activities decreased by 30.8% largejsinst
the background of significant spending on the agitiah of licenses and subsidiaries in the firdf b&
2013.

Our capital expenditures, including non-cash tratieas, amounted to $7,722 million, which was 10.7%
higher than in the first half of 2013.

2" quarter of 1% half of
2014 2013 2014 2013
(millions of US dollars)

Capital expenditures,
including non-cash transactions and prepayments
Exploration and production

RUSSIA .. eee ettt e e e e 2,467 2,045 4,440 3,91¢
INEEINALIONAL ......eiiiicei e e e e 978 873 1,730 B3¢€
Total exploration and production ............cccceevvvvvvimeiicnnnns 3,445 2,918 6,170 5,45¢
Refining, marketing and distribution
RUSSIB . ..eeeeiiiiiie e 681 323 908 794
International ... 211 166 431 32t
Total refining, marketing and distribution........................... 892 489 1,339 1,11¢
Chemicals
RUSSIB ... eeeiiiiiie e e 48 31 80 34
- 1 - 1
48 32 80 35
70 94 78 115
35 94 55 249
Total capital eXpenditures ..........cooeeeeeeveeeeee e, 4,490 3,627 7,722 6,973

Capital expenditures in the exploration and prodacsegment increased by $715 million, or by 13.1%,
compared to the first half of 2013. In Russia, therease related to higher volumes and the cost of
production drilling in the Ural region, the Komi Réblic and Western Siberia was partially outweighed
by the effect of ruble devaluation. Internationallye increased expenditures in Shakh-Deniz praject
Azerbaijan and commenced exploration activitiesuatnew projects in Ghana and Romania.

The increase of capital expenditures in domesfining, marketing and distribution segment was tlue
continuing construction of a vacuum gasoil refineoynplex at the Volgograd refinery and constructdn
a heavy residue processing complex and a poweraf@nefacility at our refinery in Perm.

Other capital expenditures mostly refer to investtheof OAO Arkhangelskgeoldobycha, a Group
company, involved in diamond deposits developmernhé Arkhangelsk region of Russia. The decrease
of the respective capital expenditures was duallfdlinent of the most stages of the capital invesht
program at the deposits.
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The table below shows our exploration and productiapital expenditures in promising new production
regions.

2" quarter of 1% half of
201¢ 201z 201¢ 201z
(millions of US dollars
R = 111 PR 218 95 294 208
CasPIaNn FeGioN ......oeeieeeeeeeeeeeee et erer e 473 434 708 878
GRANA ... 149 1 151 8
(070 (=0 W 1Y/ 1 Y 2 29 82 36
IFBUG ettt s 425 562 801 1,019
UZDEKISTAN ... e 168 163 301 259
54 2 56 3
1,489 1,286 2,393 2,411

@ Russian and international projects.

Moreover, in the first half of 2013, a Group compagaid $835 million as a second 50% installment for
the acquisition of the subsoil rights for the ditat includes the Imilorskoye, West Imilorskoye and
Istochnoye fields in Western Siberia. The first 5p&yment was made in December 2012.

2" quarter of 1% half of
2014 2013 2014 2013
(millions of US dollars)

Acquisitions of subsidiaries and associaté$
Exploration and production

RUSSIA ..eeeieiiiiee ettt ee e e a e enaeeee s 13 2,387 13 2,390

INtErNALIONAI .....ooiiiiiiie it 52 - 63 -
Total exploration and production ............ccccccvvvviimeesvesinvenennn. 65 2,387 76 2,390
Refining, marketing and distribution

RUSSIA ..eeeeeiiiiee ettt ee e e a e enaeeee s (365) 69 (299) 73

International .............eeiiiiiii e 10 - 36 -
Total refining, marketing and distribution..................cc.vvveeee... (355) 69 (263) 73
Less cash acquired .........oooueeiiiiiiiiiiie e (34) (15) (34) (15)
Total ACUISIEIONS ....eeiieeeeii e (324) 2,441 (221) 2,448

W ncluding prepayments related to acquisitions asmtcash transactions.

In the first half of 2014, the Group did not makey significant acquisitions. In the first half o®@23, the
Company spent $2.1 billion for the acquisition dd0% of the shares of ZAO Samara-nafta and
$266 million as the final installment within thegaisition of 50% of the shares of ZAO Kama-oil.

Moreover, in the second quarter of 2014, we reckiback an advance payment in amount of
$367 million, related to planned acquisition in fReng, marketing and distribution” segment in Riass
Financing activities

In the first half of 2014, net movements of shert and long-term debt generated an inflow of
$438 million, compared to an inflow of $2,721 naliiin the first half of 2013.
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