b
}a%i TAIF GROUP OF COMPANIES

&

N

NIZNEKAMSKNEFTEKHIM

Annual Report



The annual report was preliminary
approved by Resolution of Board

of Directors of 0AO Nizhnekamskneftekhim
on March 14, 2011



strategic growth

Petrochemical industry is regarded as the key point of growth
of Tatarstan economy. OAO Nizhnekamskneftekhim is a
dynamically advancing company implementing the strategic
program of development until 2016.

Preference is given to advanced processing of raw materials
and manufacturing of products with high value added. Main
trends of the Company are production of rubber and polymers.

Production output of the Company in 2010 was increased by
113.8% compared to the last year and the sales proceeds were
40% higher than the planned figure and the net income went
up by 2.4 times.
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Address of the Chairman of the Board of Directors

Dear shareholders!

In 2010 OAO Nizhnekamskneftekhim continued inten-
sive developmentin all the areas of its production activ-
ities and managed not merely to completely restore the
production to the level of their own best performance of
the Soviet Union times, but also exceeded this perform-
ance many-fold, having reached the Company’s record
highest results both in higher amounts of feedstock
processing as well as in enhanced most modern petro-
chemical product manufacturing, especially polymers,
in particular, rubbers and plastics.

The Company overcame the hardships of crisis and adopted for execution a new Strategic Development Pro-
gram, which successive implementation will ensure further growth in stability and confidence in tomorrow
for everyone — producers of hydrocarbon feedstock, users of petrochemical products, Company staff proper,
shareholders and financial institutions. As far as the future is concerned, the Company will keep on speeding
up effective development with an accent on absolute transparency of the Company’s operations to the extent
possible within the framework of applicable legislation. | am convinced that innovative approach, professional-
ism, high intellectual potential and human resources of the Company will work for dynamic development of the
Company, the Republic of Tatarstan and all-Russia henceforward.

On behalf of the Board of Directors | extend appreciation and sincere gratitude for fruitful cooperation to the
stock holders and believe in its successful continuation. You have a chance to get familiarized with events in
Nizhnekamskneftekhim Inc. in this Annual Report that has been prepared by a magnificent team of highly pro-
fessional specialists guided by General Director Vladimir Mikhailovich Busyguin and approved by the Board of
Directors of the Company.

General Director of PSC “TAIF”
Chairman of the Board of Directors

0OAO Nizhnekamskneftekhim A.K. SHIGABUTDINOV
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Address of the General Director

Dear shareholders and partners!

Despite tense situation as an aftermath of recent eco-
nomic crisis, 2010 became one of the most successful
year throughout the entire history of OAO Nizhnekam-
skneftekhim.

Nizhnekamskneftekhim Group is still in the lead among
enterprises in the petrochemical industry of the country.
In 2010 the product sales revenue reached 110.5 billion
Rubles, 53 % higher than in 2009. Net profit is 7.853 bil-
lion Rubles. The yield was 544 000 tons of plastics, 500
000 tons of rubbers and 593 000 tons of ethylene, which is the record highest not only for the past decade of
development, but for the entire history of the Company.

In the reported year OAO Nizhnekamskneftekhim for the first time signed global agreements on delivery of
products with all the major world suppliers of synthetic rubbers. The claimed long-term increase of purchase
amounts will become a dependable basis for investing into further development of rubber plants.

The Company is consistently pursuing the task of transitioning to production and sales of polymer materials.
In the nearest future the plastics manufacturing capacities will considerably expand when an ABS Plant is
added.

The power-saving program remains one of the major priorities of the Company development. The third Power-
Saving Program for a period of 2011 through 2015 is underway in the Company to be extended till 2020. Cur-
rently, OAO Nizhnekamskneftekhim operations are carried out in new retail electric power market conditions.
In future, it is planned to enter the wholesale electric power and utility market.

OAOQ Nizhnekamskneftekhim is incessantly active in the field of environmental control. Actual operations are
performed in compliance with the long-term Ecological Program for 2007 through 2015. During recent years
the amount of emissions to atmosphere has been reduced more than two-fold due to optimization of process
conditions and modernization of process equipment.

Today, based on accrued production and investment capital, OAO Nizhnekamskneftekhim is starting imple-
mentation of the Strategic Development Program, which is in full compliance with targets and tasks of the
Presidential Development Program of Qil-Gas and Chemical Complex of Tatarstan. The Strategy calls for ex-
pansion of the Company’s feedstock supply chain, increased rubber manufacturing capacities and construction
of new plastics plants.

[ am sure that based on support from stockholders and effective actions of the management OAO Nizhnekam-
skneftekhim will fulfill all the assigned tasks, that will have a synergetic effect within the TAIF Group.

On behalf of the managerial board and on behalf of myself | thank all the stock holders and partners for mutual
understanding and trust, and | thank the labor collective for high professionalism.

General Director
OAO Nizhnekamskneftekhim V.M. BUSYGUIN

/ |
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key performance indicators

Output of marketable products in 2010 made 90.5 bil-
lion rubles, which is 33.2 billion rubles more com-
pared to the level of the previous year. The growth of
commercial output compared to that of 2009 made
113.8 %.

Marketed products and services amounted to 94.4
billion rubles.

Commercial Output

2010

2008

70,092.8 57,2916 90, 487.3

min.rur.
min.rur. min.rur.

Proceeds from sales of products, goods

2010

2008

94, 407.1

min.rur.

70, 978.0

min.rur.

-

37,102.4

min.rur.

60, 262.1

min.rur.

30, 976.6

min.rur.

46, 903.9

min.rur.

including own produse export

Sales profit

2010

2008

12, 300.9

mln.rur.

7: 4956 2,551.4

min.rur. min.rur.

Expenses per 1 ruble of marketed products

2009

2010
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Profit before tax

2010

2008

2,736.7 (4990 9, 361.4

mln.rur.

min.rur. min.rur.

Number of production personnel

2008

Average monthly wage rates of production

2010

2008

22,529, 27, 810

rur.

rur.

&NHZNEKAMSKNEFTEKHM



94’ 4 billion rubles

Sales proceeds of Nizhnekamskneftekhim in
2010 reached 94.4 billion rubles which is 57%
more than in 2009
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Mission

OAO Nizhnekamskneftekhim sees its mission in full
satisfaction of customer requirements, maximizing
profits for the company’'s development and imple-
mentation of all social obligations.

Business priorities and development
prospects

Implementation of a comprehensive strategic devel-
opment program until 2016:

— project on the construction of the olefin complex;
— projects on expansion of capacities for production
of synthetic rubber: butyl rubber, halobutyl rubber,
IR, ND-catalyzed PBR;

—revamping and expansion of existing facilities pro-
ducing petrochemical products (divinyl, isobutylene,
isoprene, alpha-olefins).

Construction of ABS-plastics plant with capacity of
60,000 tons a year.

Completion of ethylene plant reconstruction.
Implementation of activities as part of the energy
saving program and ecological program.

Continued implementation of an integrated enter-
prise management system based on SAP ERP soft-
ware of SAP AG firm.

OAO Nizhnekamskneftekhim

OAO Nizhnekamskneftekhim is one of the largest
petrochemical companies in Europe, a leader in the
production of synthetic rubbers and plastics in the
Russian Federation. The company was founded in
1967 and is part of TAIF group of companies. Major
manufacturing facilities are located in Nizhnekamsk,
Tatarstan.

12

company profile

The production complex of the company includes: 10
major production plants, the principal departments
and centers that are located on two production sites
and have a centralized transport, energy and tel-
ecommunications infrastructure. Total production
space is 22 square kilometers.

The product slate includes one hundred and thirty
three items.

Major commodities are:

— general purpose and special synthetic rubber
(46.8% of marketable products)

— plastics: polystyrene, polypropylene and polyethyl-
ene, (26.2% of marketable products)

—other petrochemical products; ethylene oxide, pro-
pylene oxide, alpha-olefins, surfactants, etc. (27% of
marketable products).

The company products are exported to 59 countries
of Europe, America and South-East Asia. The share
of exports in total output is about 50%. The main
large-tonnage products sold for export include syn-
thetic rubber (isoprene, butyl, halobutyl and buta-
diene rubber), plastics (polystyrene, polypropylene,
polyethylene], styrene and neonol.

The favorable geographical location, advanced rail-
way system and network of motor roads provide
the reliability and prompt delivery of the company’s
products to domestic and foreign consumers.

The Company's activities in the field of environmen-
tal protection have been acknowledged as comply-
ing with 1ISO 14001:2004. The Quality Management
System of OAO Nizhnekamskneftekhim has been
certified to comply with the requirements of ISO
9001:2008, and Health and Occupational System
— with the requirements of OHSAS-18001:2007.

In order to materialize the strategy of polymer
processing, the company is implementing projects in
the Nizhnekamsk Industrial Region and in the Indus-
trial Park Kamskiye Polyany.
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eftekhim Group of Companies’ Structure

Plants
Butadiene & Hydrocarbons
Butyl Rubber
Synthetic Rubber
Isoprene-monomer
Polystyrene
Polyolefins
Ethylene
Ethylene Oxide
Styrene & Polyester Resins
Oligomers

Centers
Research & Development
Drawing & Designing
Technical Diagnostics & Residual Resources
Automation
Welding
Personnel Training
Publications & Printing

I
Divisions
Railway Transport
Ethylene Pipeline Transport
Technical Control
Water Supply, Waste waters Teatement
Chief Metrologist
Power Supply
Social Development

Departments

Civil Construction
Information Technologies

Sports
Agriculture
I
[oyepHue obuiecTBa
000 Trust TSNHRS 000 Petrochemist Hockey Club
000 Machinery & Repair Plant - NKNK 000 Neftekhimresurs - NKNK
000 Motor Transport Service - NKNK 000 Vtorresursy
000 Divinyl - NKNK 000 PAP Transport-Express
OAO NefteKhimCevylen 000 Polymer - NKNK
OAO SOV - NKNK 000 UOP-Neftekhim
0Y Nizhex Scandinavia 000 NeftekhimAgroProm
000 Petrochemist Sports & Culture Complex 000 NKNK-Service
000 Polymerkholodtechnica 000 Shop No. 4100 - NKNK
000 CHOP - NKNK 000 PEST
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OAO Nizhnekamskneftekhim is a major producer
and exporter of petrochemical products in the Rus-
sian Federation. In 2010, 50% of shipped products
was accounted for export (in Dollar terms).

Within the current Strategic Development Program
aimed at launching new production facilities, expan-
sion of existing capacities and diversification of the
product slate, OAO Nizhnekamskneftekhim has been
scaling up, from year to year, supply volumes both
to domestic and overseas markets. The Company’s
exported-product sales volumes have been steadily
increasing for several years.

In 2010, in connection with gradual after-crisis re-
covery, global petrochemicals consumption began
to grow. Apart from revival and tuning world-scale
productions across all the products chains, it be-
came the result of so called “postponed demand”
for various goods, such as vehicles, household ap-
pliances and electronics, consumer goods. Demand
for certain product types on the part of overseas
customers exceeded the Company’s manufacturing
capabilities.

Export Sales
1600 — 1524 1546

1400 —

1200 — 1114
957 987

USD min.

400 —

200 —

2006 2007 2008 2009 2010
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> of products expo

mained, essentially, at the level of 2009, revenue in
Dollar terms increased by 57% and exceeded the
level of the record year 2008. With natural growth
of prices in the overseas market, it also became the
result of optimization of export product portfolio,
where the polymer component increased enabling to
improve export sales efficiency.

Hence, in terms of export sales volume, OAO Nizh-
nekamskneftekhim succeeded to return to the pre-
crisis level. In 2010, the Company exported its prod-
ucts to 59 countries of the world. In terms of sales
volume, 75% of the Company'’s total export falls with-
in the first ten countries.

In 2010, the leading route of export sales of OAO Nizh-
nekamskneftekhim’s products was China, which ac-
counted for 15%. The Company shipped 12% and 11%
to Poland and Latvia, respectively; 9%, 8%, and 6%
to Hungary, Turkey, and Belarus, respectively. 4%
fall on Ukraine and Finland, 3% — on India and Ger-
many, each.

Export portfolio of OAO Nizhnekamskneftekhim is
sufficiently diversified. The most heavy-tonnage
products supplied to overseas markets are synthetic
rubbers (isoprene, butyl, halobutyl and butadiene],
plastics (polystyrene, polypropylene, polyethylene],
styrene, neonols, cumulative share of which being
equal to 91% of products exported.

In 2010, synthetic rubbers covered 76% of products
exported by OAO Nizhnekamskneftekhim . These
products are extremely demanded in overseas mar-
kets. Synthetic rubber shipment volumes to over-
seas buyers are growing from year to year. In 2010,
synthetic rubber exports increased by 27% in physi-
cal terms and by 88% in Dollar terms as compared
to 2009.

OAO Nizhnekamskneftekhim successfully coop-
erates with the largest overseas tire companies,
including Michelin, Goodyear, Pirelli, Continental,
Bridgestone and Belshina Group. In 2010, the Com-
pany launched shipment of its products to Finnish
Manufacturer Nokian Tyre. In 2010, share of export
to said customers constituted 68% of the total rub-
ber export volume.
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Latvia

Hungary

Turkey
Belarus

Ukraine
Finland

10 Top Countries

750, Export Structure by Products

Rubbers 76%

— Others 4%
___ Polyethyleneglycol 2%

Ethyleneglycol 2%
L Polyethylene 1%

Polypropylene 2%
Polystyrene 4%

Neonol 5%

Isoprene 2%

Styrene 2%
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Australia
Azerbaijan
Argentina
Belarus
Belgium
Bulgaria
Brazil
Great Britain
Hungary
Venezuela
Vietnam
Germany

Greece

Egypt

(V)

i+l

India
Indonesia
Iran

Italy
Kazakstan

Canada

FERIIICED

[
»
]

Kirghizia

China

.m. Moldova
Columbia

= Netherlands
Latvia

New Zealand
Lithuania *
Liechtenstein

Pakistan

Malaysia

i~
Mexico
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Poland

Portugal

Romania

Saudi Arabia

Serbia

Singapore

Slovakia

e
[ ]

of
E)

Europe

3/

.
"
-~

USA
—

s

— Tadjikistan

Thailand

Taiwan

Turkmenistan

Turkey
Uzbekistan
Ukraine
Philippines
Finland

France

Czech Republic
Chile
Switzerland
Sri Lanka
Republic of South Africa
South Korea

Japan

*Above countries are given in alphabetical
order without ranking by export volume
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Isoprene Rubber SKI-3

For many years, OAO Nizhnekamskneftekhim has
been supplying isoprene rubber SKI-3 to foreign
markets. Industrial basis for production of isoprene
rubbers [synthetic analogues of natural rubber) was
well developed in the former Soviet Union. That ne-
cessity was dictated by remote location of the USSR
from the markets of natural rubber required for the
country’s defense industry. Given that, 5 SKI Plants
were constructed in the country. Only three of them
have survived until now. 0AO Nizhnekamskneftekhim
isamong them, being an indisputable leaderin terms
of production and supplies to foreign markets.

The main competitors of OAO Nizhnekamskneftekhim
in the overseas market are the American Company
Goodyear, Russian Companies Sibur and Kauchuk
(Sterlitamak]). Goodyear and OAO Nizhnekam-
skneftekhim are linked by strong partnership rela-
tions.

In 2010, OAO Nizhnekamskneftekhim exported 72%
of the total annual volume of SKI-3 output. Export
volume increased by 55% as compared to 2009. OAO
Nizhnekamskneftekhim'’s share in the world market
amounted to 31% in terms of production volume and
38% in terms of supplies to the global market (RF
included).

Isoprene rubber production is certified to comply
with the Quality Management System 1S0-9001.

Supplies to Global Market

38% r 62%

. Others

0AO Nizhnekamskneftekhim

18

Butyl Rubbers

The Plant for production of Butyl Rubber BK-1675N
being within the structure of OAO Nizhnekam-
skneftekhim is widely known all over the world. The
main application of butyl rubber BK-1675N is automo-
bile inner tubes manufacture. In the territory of the
Russian Federation this type of rubber is produced
only in Nizhnekamsk and Togliatti. It should be noted
that for many years OAO Nizhnekamskneftekhim
maintains the leading positions in Russia both in
terms of production and sales of the product.
Overseas, the principal demand for butyl rubber is
concentrated in the Asian market. Due to high and
persistent quality and active marketing policy, OAO
Nizhnekamskneftekhim managed to essentially
strengthen its positions in the global market.

In 2010, OAO Nizhnekamskneftekhim exported 94%
of the total butyl rubber output. Export volume de-
creased by 6% against 2009 at the expense of in-
crease of halogenated butyl rubbers production vol-
umes.

In 2004, upon startup of Halogenated Butyl Rub-
ber Facility, OAO Nizhnekamskneftekhim became
the third producer and supplier of halobutyl rubber.
Approximately 90% of halogenated butyl rubbers is
used for production of tubeless tire liners. With a
yearly-increasing tubeless tire production, the de-
mand for HIIR is steadily growing at an average pace

Supplies to Global Market

15% r 85%

. Others

0AO Nizhnekamskneftekhim
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of 6% per year. Major consumers of OAO Nizhnekam-
skneftekhim'’s butyl rubber are overseas large tire
producers, with 94% of total export volume that was
supplied to them in 2010.

The Company’s competitors in the overseas market
are ExxonMobil (JSR inclusive), Lanxess, Sinopec
Yanshan PC, Sibur.

In 2010, OAO Nizhnekamskneftekhim exported 93%
of the total HIIR produced. Export volume increased
by 13% versus 2009. In 2010, OAO Nizhnekam-
skneftekhim’s share in the global halogenated butyl
rubbers market, IIR and HIIR inclusive, amounted to
15%.

Butyl rubber production is certified to comply with
the Quality Management System 1SO-9001.

Polybutadiene Rubber, SKD-N

After SBR, polybutadiene rubber is second-in-vol-
ume synthetic rubber consumed worldwide. lIts
share in the overall structure of synthetic rubber
global consumption constitutes 25%. Approximately
70% of PBR is applied to produce tires (treads, but-
tresses and suchlike]. But more preferable for that
purpose becomes polybutadiene rubber based on
neodymium catalyst.

OAOQ Nizhnekamskneftekhim put into operation pre-
cisely such kind of a production unit in 2004. To have
SKD-N Unit launched fully meets the Company’s
strategy targeted at setting up a production complex
with a complete range of synthetic rubber grades for
tire and general mechanical rubber goods industries
satisfying the highest requirements of our time.
Over the past years, SKD-N has been successfully
tested by a number of largest customers, and now is
shipped mainly to the overseas market. In 2010, the
Company exported 94% of said rubber output. Within
the total SKD-N export volume, 80% was delivered
to major overseas customers. SKD-N export volume
increased by 21% in physical terms and by 82% in
Dollar terms. In 2010, OAO Nizhnekamskneftekhim’'s
share in the global market of polybutadiene rubbers
(SKD-L inclusive) amounted to 5.1% within the vol-
ume of supply to the global market and 4.7% within
the volume of global production.

The Company’s main competitors for SKD-N in the
world market are Goodyear, Laxess, Kumho.

SKD-N production is certified to comply with the
Quality Management System 1S0-9001.

Global Production

95,3%
4,7%

. Others

OAO Nizhnekamskneftekhim

Supplies to Global Market

94.9%

. Others

OAOQ Nizhnekamskneftekhim
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OAO Nizhnekamskneftekhim launched its Polysty-
rene Plantin 2003, licensed by the American Company
Fina Technology, using the original imported equip-
ment packages. Due to high quality and adequately
selected grade slate, OAO Nizhnekamskneftekhim
occupies leading positions in the Russian market. In
2008, the third Polystyrene Unit was commissioned.
The Company exported 21% of polystyrene produced
in2010. Comparedto 2009, polystyrene exportvolume
reduced by 16% in physical terms (due to extension
of supplies to the Russian market], but increased by
19% in Dollar terms owing to higher prices. Share of
OAO Nizhnekamskneftekhim in supplies to the global
market constituted 1.6%.

Production of polystyrene is certified to comply with
the Quality Management System 1S0-9001.

The main competitors in the overseas market are
BASF, Dow, IneosNova, Polimeri Europa.

Supplies to Global Market

r 98.4%

. Others

. OAO Nizhnekamskneftekhim
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The Polypropylene Plant was commissioned at 2006
year-end. Currently, it is the most up-to-date Poly-
propylene Plant in the RF. Over the past years, the
Company successfully developed the Russian and
overseas polypropylene markets.

In 2010, the Company exported 13% of polypropylene
produced. Export volume reduced by 55% in physi-
cal terms owing to high activity of the Russian mar-
ket players. Share of OAO Nizhnekamskneftekhim in
supplies to the global market constituted 0.4%. The
primary polypropylene export markets were Bela-
rus, Ukraine, Kazakhstan, Turkey, Finland.

The Company's principal competitors in the export
markets are LyondellBasell, Borealis, Stavrolen.
Production of polypropylene is certified to comply
with the Quality Management System 1S0-9001.

Supplies to Global Market

r 99.6%

. Others

. OAO Nizhnekamskneftekhim

o
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The Polyethylene Plant is the youngest one. It was
commissioned in 2009 crisis year. For almost two
years this product was tested by many consumers,
and currently it is actively supplied, primarily to the
Russian market.

In 2010, 7% of polyethylene produced was exported.
Due to enhanced activity in the Russian market, over
a half of volume was redirected to the domestic mar-
ket. Share of OAO Nizhnekamskneftekhim in sup-
plies to the global market constituted 0.2%.

The Company's principal competitors in the export
markets are LyondellBasell, Ineos, Total PC, SABIC.
Production of polyethylene is certified to comply with
the Quality Management System 1S0-9001.

Supplies to Global Market

r 99.8%

. Others

. OAO Nizhnekamskneftekhim

produce diverse synthetic detergents. OAO Nizh-
nekamskneftekhim is a single producer of neonols in
the Russian Federation and CIS, and one of the lead-
ing players in the world neonol market. OAO Nizh-
nekamskneftekhim’'s share in the world market of
oxyethylated nonylphenols constitutes 22%.

The main competitors are Dow, Honam, Huntsman,
Oxiteno.

Production of Neonols is certified to comply with the
Quality Management System ISO-9001.

Supplies to Global Market

22% 78%

{

. Others

. OAOQ Nizhnekamskneftekhim
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Company position in the industry

OAO Nizhnekamskneftekhim is the first-rate pet-
rochemical complex, located in the European part
of the Russian Federation. Its principal commercial
products are:

The Company's strategy is focused on reduction of
the monomer constituent within OAO Nizhnekam-
skneftekhim’s commercial products while increas-
ing production output of rubbers and polymers —
high-technology, higher value-added products — and
plastics sales growth in the domestic market of the
Russian Federation at the expense of substitution of
imported analogues.

I | Synthetic Isoprene, polybutadiene, butyl, Presented below is information on OAO Nizhnekam-
rubbers ethylene-propylene _
- skneftekhim’s status as percent (%] of the total vol-
2 | Monomers Emgljir;i'epr;;pgéize' Isoprene, ume of Russian competing production facilities with
oY regard to the principal types of commercial prod-
3 | Plastics polyethylene, polypropylene, ucts.
polystyrene
4 | Polymers polyethers, polyethylene glycols Synthetic Rubbers
5 | Oxides ethylene oxide, propylene oxide
6 | Glycols ethylene glycols, propylene glycols Our (?ompany takes up the Ie.adlng position among
: - Russian producers of synthetic rubbers. OAO Nizh-
7 | Oligomers neonols, propylene trimers and nekamskneftekhim’s share in the total volume of
tetramers, LAO . .
- synthetic isoprene and polybutadiene rubber output
8 | Ethers ethyl cellosolve, ethyl carbitol, MTBE is in over 50%; butyl rubber — 60-65%; halogenated
butyl rubbers — 100%.
58 thousand tons,
20% Togliattikauchuk 151‘th0usand tons .
51% OAO Nizhnekamskneftekhim
Synthetic isoprene
rubber (SKI)
294 thousand tons
in 2009
85 thousand tons
29% Sintez-Kauchuk (Sterlitamak)
217 thousand tons
70 thoqsar'wd tons 54% OAO Nizhnekamskneftekhim
17% Togliattikauchuk
Synthetic isoprene
rubber (SKI)
402 thousand tons
in 2010
115 thousand tons
29% Sintez-Kauchuk (Sterlitamak)
22
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136 thousand tons
77% OAO Nizhnekamskneftekhim

41 thousand tons
23% Togliattikauchuk

L&

Synthetic butyl
rubber (IIR)

177 thousand tons
in 2009

139 thousand tons
74% OAO Nizhnekamskneftekhim

48 thousand tons
26% Togliattikauchuk

L 4

Synthetic butyl
rubber (IIR)

187 thousand tons
in 2010

30 thousand tons

76 thousand tons 4‘

35% Voronezhsintezkauchuk

14% Efremovskiy zavod SK p

109 thousand tons
51% OAO Nizhnekamskneftekhim

Polybutadiene rubber
(PBR)

215 thousand tons
in 2009

31 thousand tons
11% Efremovskiy zavod SK

101 thousand tons 4

37% Voronezhsintezkauchuk

Polybutadiene rubber

274 thousand tons

142 thousand tons
52% OAO Nizhnekamskneftekhim

(PBR)

in 2010

&NHZNEKAMSKNEFTEKHIM
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Plastics

OAO Nizhnekamskneftekhim is the leading producer
among Russian polystyrene and polypropylene man-
ufacturers. One third of polypropylene currently pro-
duced in the Russian Federation is OAO Nizhnekam-
skneftekhim'’s polypropylene. The Company’s share
in the total Russian volume of polystyrene produced

is 60%.

In the Russian polyethylene market OAQO Nizhnekam-
skneftekhim’s share in the total Russian volume of
polyethylene production is 10-11%, and in the volume
of high density polyethylene output — 20%.

24

58 thousand tons
4% Angarsky Polymer Plant

90 thousand tons
7% Ufaorgsintez —|

131 thousand tons
9% Nizhnekamskneftekhim

242 thousand tons — |
17% Tomskneftekhim

41 thousand tons
" 3% Salavatnefteorgsintez

576 thousand tons
42% Kazanorgsintez

Polyethylene

1,386 thousand tons
in 2009

248 thousand tons
18% Stavrolen (Budennovsk)

71 thousand tons
5% Angarsky Polymer Plant

85 thousand tons
6% Ufaorgsintez

L

160 thousand tons
11% Nizhnekamskneftekhim

239 thousand tons

16 Tomskneftekhim

70 thousand tons
’7 5% Salavatnefteorgsintez

575 thousand tons
38% Kazanorgsintez

B |
Polyethylene
1,497 thousand tons
in 2010
y |

297 thousand tons
20% Stavrolen (Budennovsk)
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83 thousand tons

14% Neftekhimia (Moscow) 189 thousand tons

33% Nizhnekamskneftekhim

Polypropylene
114 thousand tons 575 thousand tons
20% Ufaorgsintez in 2009
>
y —l
117 thousand tons
72 thousand tons 20% Tomskneftekhim

13% Stavrolen (Budennovsk)

97 thousand tons

15% Neftekhimia (Moscow) 200 thousand tons

32% Nizhnekamskneftekhim

98 thousand tons

16% Ufaorgsintez Polypropylene
627 thousand tons
in 2010
4
y

113 thousand tons 119 thousand tons
19% T kneftekhi
18% Stavrolen (Budennovsk] ‘ N

33 thousand tons
13% Stairovit (Kirishi)

26 thousand tons
10% Salavatnefteorgsintez

Polystyrene, styrene
copolymers

255 thousand tons

in 2009 17 thousand tons

7% Plastic (Uzlovaya)

y 14 thousand tons
5% Angarsky Polymer Plant

156 thousand tons

61% Nizhnekamskneftekhim 7 thousand tons

4% Polistirol (Omsk)

33 thousand tons
13% Stairovit (Kirishi)

25 thousand tons
9% Salavatnefteorgsintez

Polystyrene, styrene
copolymers

25 thousand tons

277 thousand tons
9% Plastic (Uzlovaya)

in 2010

14 thousand tons
5% Angarsky Polymer Plant

184 thousand tons

66% Nizhnekamskneftekhim 2 thousand tons

1% Polistirol (Omsk)

25
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33 thousand tons
1% Neftekhimia (Samara)

98 thousand tons
4% Ufaorgsintez

186 thousand tons
8% Angarsky Polymer Plant

- 4

223 thousand tons
10% Salavatnefteorgsintez

213 thousand tons
9% SIBUR-Neftekhim (Kstovo)
251 thousand tons

12% Tomskneftekhim

Ethylene
2,275 thousand tons
in 2009

Monomers

33 thousand tons

| 1% SIBUR-Khimprom (Perm)

OAO Nizhnekamskneftekhim is one of
563 thousand tons

25% Nizhnekamskneftekhim the largest monomer producers, such
as ethylene, propylene, isoprene,
butadiene, and styrene. It ensures the
Company’s independence of external
negative impact of market conditions
on production of polymers.

410 thousand tons
18% Kazanorgsintez

265 thousand tons

12% Stavrolen (Budennovsk)

53 thousand tons
2% Neftekhimia (Samara)

| 1% SIBUR-Khimprom (Perm)

93 thousand tons
4% Ufaorgsintez

198 thousand tons

9% Angarsky Polymer Plant
- 4

230 thousand tons
10% Salavatnefteorgsintez

244 thousand tons
10% SIBUR-Neftekhim (Kstovo)
248 thousand tons

11% Tomskneftekhim
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Ethylene
2,380 thousand tons
in 2010

34 thousand tons

593 thousand tons
25% Nizhnekamskneftekhim

368 thousand tons
15% Kazanorgsintez

319 thousand tons

13% Stavrolen (Budennovsk)

0.3 thousand tons
|_ 0.03% Neftekhimia (Samara)

33 thousand tons
3% Kazanorgsintez _l

62 thousand tons
5% Omsky kauchuk

275 thousand tons

24% Nizhnekamskneftekhim
103 thousand tons

9% Salavatnefteorgsintez

Propylene
100 thousand tons Py

9%Angarsky Polymer Plant 2009
" 1,165.3 thousand tons 115 thousand tons
10% Stavrolen (Budennovsk)

93 thousand tons

8% SIBUR-Khimprom (Perm)
153 thousand tons
120 thousand tons | 13% Ufaorgsintez

10% Tomskneftekhim 111 thousand tons

9% SIBUR-Neftekhim (Kstovo)

33 thousand tons 0.8 thousand tons

10% Kazanorgsintez_l [ 0.06% Neftekhimia (Samara)
81 thousand tons

7% Omsky kauchuk

107 thousand tons
9% Salavatnefteorgsintez

283 thousand tons
23% Nizhnekamskneftekhim

Propylene
;57/;housind;0|ns oot 2010 140 thousand tons
bAngarsky Folymer Flan 9
1,234 thousand tons 11% Stavrolen (Budennovsk]

107 thousand tons

9% SIBUR-Khimprom (Perm)
|_ 138 thousand tons
| 11% Ufaorgsintez
122 thousand tons

10% Tomskneftekhim 135 thousand tons
11% SIBUR-Neftekhim (Kstovo)
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37 thousand tons

7% Angarsky Polymer Plant _|

34 thousand tons
7% Plastic (Uzlovaya)

200 thousand tons
41% Nizhnekamskneftekhim

76 thousand tons

15% SIBUR-Khimprom (Perm) Styrene

493 thousand tons
in 2009

147 thousand tons

30% Salavatnefteorgsintez

33 thousand tons

7% Angarsky Polymer Plant —|

39 thousand tons
8% Plastic (Uzlovaya)

203 thousand tons
43% Nizhnekamskneftekhim

69 thousand tons
14% SIBUR-Khimprom (Perm)

Styrene

476 thousand tons
in 2010

132 thousand tons

28% Salavatnefteorgsintez

12 thousand tons

3% Sintez-Kauchuk (Sterlitamak)

36 thousand tons
9% Ekooil (Omsk) —l 141 thousand tons
34% Tobolsk-Neftekhim
1
21 thousand tons
5% Sterlitamak
Petrochemical Plant Butadiene
409 thousand tons

51 thousand tons in 2009

12% Togliattikauchuk

51 thousand tons
97 thousand tons

13% NKNH-divinyl N )
24% Nizhnekamskneftekhim

26 thousand tons

5% Ekooil (Omsk)
189 thousand tons

29 thousand tons 39% Tobolsk-Neftekhim
P—
6% Sterlitamak Petrochemical
Plant
66 thousand tons Butadiene

14% Togliattikauchuk
484 thousand tons
in 2010

70 thousand tons ’

15% NKNH-divinyl
104 thousand tons
21% Nizhnekamskneftekhim
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Other Chemical Products

Next group of own made products meaningful for
OAO Nizhnekamskneftekhim are the products mar-
ketable mainly in the domestic market of the Rus-
sian Federation, which are polyethers and ethylene
glycols (polyatomic alcohols).

The Company takes up a monopolistic position in
the Russian polyether market. The Company is reg-
istered in the Register of Economic Entities, which
occupy the dominating position in the domestic RF
market, with the Russian Federation Federal Anti-
monopoly Service.

OAO Nizhnekamskneftekhim sells its ethylene glycol
in the territory of Russia under conditions of severe
competition.

3 thousand tons
5% Vladimirsky Chemical Plant

Polyethers
62 thousand tons

in 2009

59 thousand tons
95% Nizhnekamskneftekhim

28

2 thousand tons
3% Vladimirsky Chemical Plant

Polyethers
78 thousand tons
in 2010

76 thousand tons
97% Nizhnekamskneftekhim
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216 thousand tons
50% SIBUR=Neftekhim (Dzerzhinsk)

=

Ethylene oxide

437 thousand tons
in 2009

V2

AL
- 10 thousand tons
10% Kazanorgsintez

178 thousand tons
41% Nizhnekamskneftekhim

257 thousand tons
54% SIBUR-Neftekhim
(Dzerzhinsk)

| [

Ethylene oxide
479 thousand tons

in 2010
190 thousand tons
60% SIBUR-Neftekhim
[Dzerzhinsk] 68 thousand tons 33 thousand tons
22% Nizhnekamskneftekhim 2% Kazanorgsintez

Ethylene glycol

316 thousand tons

in 2009
39 thousand tons

/ 12% Kazanorgsintez

y
e |

19 thousand tons
6% PETROKAM

218 thousand tons
64% SIBUR-Neftekhim
(Dzerzhinsk)

I

95 thousand tons
28% Nizhnekamskneftekhim

Ethylene glycol

340 thousand tons
in 2010

21 thousand tons
6% Kazanorgsintez

|

6 thousand tons
2% PETROKAM

&NHZNEKAMSKNEFTEKHM

212 thousand tons
44% Nizhnekamskneftekhim
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*Structure of sales

 activity in the domestic market | PRl ] o]

For three years (2008-2010 years) OAO Nizhnekam-
skneftekhim significantly changed its own structure
of sales in the domestic market of the Russian Fed-
eration. In 2010, through increased production of
polymers and by reducing the share of commercial
monomers (ethylene, propylene and styrene] and
due to an active substitution of imported plastics in
the Russian market, half the proceeds (48%) came
from domestic sales of plastics.

30

Structure of product sales in the home market (in value terms)

Plastics Rubber
48% lr 15%

Other chemical products
16%

|

____ Ethylene
10%

—— Polyethers
8%

Ethylene glycol
5%
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'~ Structure
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domestic market

In 2010, due to growth of real economy of the Russian
Federation (automotive industry, tire industry, plas-
tics processing industry etc.] OAO Nizhnekamsk-
neftekhim increased the share of its product sales
in the domestic market of the Russian Federation in
relation to exports.

Product sales pattern in physical terms for export/domestic

market in 2010
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PEG I

Polyethers

EPDM

neftekhim polyethylene in the domestic market of
the Russian Federation in 2010 amounted to 93% of
the total sales of Nizhnekamsk polyethylene, for ref-
erence — it was 74% in 2009;

— polypropylene — 87% in 2010 and 69% —in 2009;

— polystyrene — 79% in 2010 and 70% —in 2009;
—monomers —84% in 2010 and 76% —in 2009.

Export 2010
B Russia 2010

LPPE
OLIGOMERS
Paint and varnish
Ethylene glycol
MONOMERS
OTHERS 2
OXIDES

ETHERS
OTHERS 1
TOTAL

POLYMERS

PETROCHEMICAL PRODUCTS, —
SEMI-FINISHED GOODS, CO-PRODUCTS
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most imp

january

The Conference of labor collective took place at 0AO
Nizhnekamskneftekhim where implementation of
2009 Collective Agreement was summed up and doc-
ument governing collective-administration relation-
ship for the year of 2010 was adopted. The delegates
of the Conference voted the collective agreement for
2009 abided and satisfied. All privileges and rewards
of the 2009 Agreement were retained in the docu-
ment regulating employer-employee relations for
the year 2010.

Pilot tests were successfully completed at styrene
and polyether resin plant on removal of polyether
from waste water. The tests were carried out by
plant workers jointly with the specialists of scientific
and research center.

32
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february

A 12.5-millionth ton of ethylene was produced at the
ethylene plant since it's been putin operation. Earlier
a 6-millionth ton of propylene was produced, which is
yielded simultaneously with ethylene in hydrocarbon
cracking process.

march

OAO Nizhnekamskneftekhim was recertified by SAP
Customer Centre of Expertise (COE). Initial certifica-
tion took place in summer, 2007. At that time, OAO
Nizhnekamskneftekhim turned out to be the fourth
holder of such a certificate in CIS. A COE certificate
testifies that implementation of new functionality and
support of SAP products full life cycle meet SAP’s
highest standards.

200 thousand tons of halobutyl rubber was produced
at butyl rubber plant since the start-up date.

Six years ago the production of halobutyl was com-
menced: first bales of chlorobutyl rubber were man-
ufactured on March 13, 2004. The first bales of bro-
mobutyl rubber made their appearance on May 25 of
same year.
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Commissioning ceremony of industrial park “Kam-
skie Polyany” presided over by RT President R.
Minnikhanov took place in Kamskie Polyany. Manu-
facture of multifilament yarns and stretch film is ar-
ranged in the park

The specialists of Czech certification center CQS
which is part of international certification 1QNet
system have renewed the certificates of OAO Nizh-
nekamskneftekhim in the sphere of quality and envi-
ronment management.

Management office of ZAO MICEX arrived at a deci-
sion to transfer “B” quotation list preferred shares
of OAO Nizhnekamskneftekhim from “B” quotation
list into “A" quotation list of the second level of ZAO
MICEX.

Transfer was performed due to the increase of Com-
pany’'s volume of preferred shares trade at MICEX,
as well as with the aim of liquidity upsurge and secu-
rities attraction as investment.

The Company has paid out the yield in the amount of
5 million and 644 thousand US dollars to the hold-
ers of NKNH-2012 Eurobonds. Our company never
had any defaults in its business and the payments of
coupon yields and the principal debt on all primary
obligations were made in due time.

OAO Nizhnekamskneftekhim and OAO NOVATEK
have signed a long-term agreement on supply of
liquefied petroleum gas — the commercial butane.
The agreement provides for supply of at least 85,000
tons of butane at the market price and is effective for
the period of 2010 — 2012. This will ensure guaran-
teed supplies of raw materials for OAO Nizhnekam-
skneftekhim processing facilities and as for OAO
NOVATEK — stable sales of its commercial butane.

Annual Meeting of Shareholders of 0AO Nizhnekam-
skneftekhim was held on the results of the Compa-
ny’'s operation in 2009. President of the Republic of
Tatarstan Rustam Minnikhanov participated in the
meeting.

The annual report and the annual financial state-
ments were approved including the profit and loss
statement and distribution of profits of OAO Nizh-
nekamskneftekhim based on financial results of
2009. Dividends will be paid at the rate of 7% of par
value of ordinary and preference shares. ZAO Price-
waterhouseCoopers Audit was approved as the audi-
tor of the Company for 2010.

The Board of Directors supported the motion of
the RT President R. Minnikhanov to elect Albert
Shigabutdinov, general director of TAIF PSC, as the
chairman of the Board, and the authority of Vladimir
Busygin was confirmed as the general director of
OAO Nizhnekamskneftekhim.
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may

Production of new polyether grade PP-2506 has been
mastered at Styrene and Polyether Resin Plant.
Polyether of PP-2506 grade that was developed by the
Company’'s specialists is used as a modifying compo-
nent for production of bulk polyurethane foam.

Corporate newspaper Neftekhimik is the winner of
the XIllI republican contest of journalism and mass
media “Crystal pen” in the category “Corporate mass
media”. The newspaper has been published since
May 1968 and it became full-color in 2008. Newspa-
per circulation is 11,000 copies.

OAO Nizhnekamskneftekhim was recognized as the
best company in inventions and innovations in 2009
among the companies of chemical and petrochemi-
cal industry of Tatarstan. Six innovators of the Com-
pany were awarded the title of “Excellent innovator
and inventor”.

34

June

The Company became the winner of the first degree
National Ecology Prize “EcoWorld” in the category
“Ecological science and technologies” for successful
implementation of the long-term ecological program
for years 2007 through 2015.

OAO Nizhnekamskneftekhim paid to holders of
NKNH-2015 Eurobonds the income in the amount of
usD 1,317,000.

Nizhnekamskneftekhim is the winner of the 5-th Re-
public-wide show contest on safety in the category
“The best management of labor safety”.

July

As part of implementation of the program “Respon-
sible Care”, representatives of the Russian union of
chemists visited our Company. The purpose of this
visit was preparation of the Company’s facilities for
international auditing of implementation of the main
principles of the program “Responsible Care”.

Minister of Energy and Natural Resources of the
Republic of Turkey Mr. Taner Yildiz visited OAO Nizh-
nekamskneftekhim as part of a two-day working
trip. He was accompanied by Prime Minister of the
Republic of Tatarstan Mr. lldar Khalikov.

The guests have visited the firstand second industrial
zones of the enterprise and familiarized themselves
with the prospects for development of production of
plastics, rubber and ethylene.

Annual report-2010



august

Specialists of Goodyear and Sawex carried out sup-
plier quality assurance audit at OAO Nizhnekam-
skneftekhim. The delegates visited synthetic rub-
ber plant and butyl rubber plant and familiarized
themselves with the production process. The audi-
tors jointly with the Company’s specialists reviewed
implementation of corrective and preventive actions
plan prepared based on customers’ claims.

In the course of the audit high estimate was given
to performance of OAO Nizhnekamskneftekhim spe-
cialists.

Fitch Ratings confirmed ratings of OAO Nizhnekam-
skneftekhim as follows: long-term issuer default
rating at B level, priority unsecured rating B and
national long-term rating BBB-(rus). Alongside with
that, the agency excluded above ratings from the list
Rating Watch marked as Negative and assigned Sta-
ble forecast on the long-term issuer default rating
and national long-term rating. Short-term issuer de-
fault rating of the Company was confirmed at B level.
Rating of repayment of assets on priority unsecured
bonds is at RR4 level.

.'v'lﬁ

september

HR department of OAO Nizhnekamskneftekhim be-
came the winner of the sixth All-Russian contest “The
best Russian personnel department—2010" that was
held within the framework of International forum
“Worldwide experience and economics of Russia”.
Nizhnekamskneftekhim is the holder of the winner's
certificates of previous contests for the best HR de-
partment in Russia in 2005, 2006, 2007 and 2009.

Following the results of the annual rating of best
managers in the country, Igor Larionov, deputy
general director, head of department of corporate
property and strategic development, was included in
the top hundred most professional directors of cor-
porate governance. This project also supported by
the Russian Managers Association determines the
most professional executives and leaders of industry
branches and functional business activities.
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october

SAFELINE

OAO Nizhnekamskneftekhim is granted winner's
diploma of “Ecoleader” Republican Award among
companies of All-Russian importance in the catego-
ry “For effective environmental management”. Envi-
ronmental management of the company is organized
in accordance with requirements of ISO 14000 inter-
national standards and was the first company in the
Republic of Tatarstan to be MC ISO 14001 certified.

Joint project of 0AO Nizhnekamskneftekhim and Ka-
zan federal university became the winner of the open
public contest on selection of organizations entitled
to subsidies for implementation of multipurpose
projects for establishment of high-tech production
facility (stage Il). The project is dedicated to increase
the efficiency in production of synthetic rubber mon-
omers by development and commercialization of
high-technology production of domestic catalysts for
dehydrogenation of isoamylenes.
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A 2-millionth ton of butyl rubber was produced at
butyl rubber plant since its startup.

The first bale of Nizhnekamsk BK — 1675N butyl rub-
ber was produced in July, 1973. Nowadays, in addi-
tion to this product type, the plant produces halobutyl
rubber (bromobutyl and chlorobutyl). Due to a sus-
tained high quality, butyl and halobutyl rubbers of
OAO Nizhnekamskneftekhim are well-known all over
the world.

The Company paid to NKNH-2012 bond holders the
coupon yield in the amount of USD 6,083,000.

OAO Nizhnekamskneftekhim became the winner at
the federal contest “Customs Olympus-2010" in the
category “Best Exporter”. Nizhnekamskneftekhim's
products are exported to 59 countries worldwide in-
cluding Europe, America and Asia.

OAO Nizhnekamskneftekhim has won the diplomas
and grants as the winner of the republican phase of
the All-Russia contest “High Social Efficiency Rus-
sian Organization” in all three categories of par-
ticipation: “For Development of Human Resources”,
“For Creation of the Company’s Healthy Life-Style”
and “For Promotion of Social Partnership”.

Vladimir Busygin, General Director of OAO Nizh-
nekamskneftekhim, held meetings with the rep-
resentatives of the world major investment banks:
J.P.Morgan, Merrill Lynch, Deutsche Bank and Credit
Swiss. The purpose of foreign banks visits is financ-
ing further programs of refinery and petrochemical
industry development in the Republic of Tatarstan.
Development of such programs is the strategic goal,
set by the President of Tatarstan, and approved by
RT Security Council, Board of Directors and share-
holders of the Group of TAIF Group.
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november

OAO Nizhnekamskneftekhim has been awarded the
“Golden”™ Compliance Certificate, which confirms
compliance of the Company’s Management Systems
with the globally recognized practices of Quality, En-
vironment and Safety.

The Company became the award winner of the Rus-
sian national prize “Russian Creators” in two catego-
ries: “Innovations in the information technologies”
and “Investment project in the field of power engi-
neering”.

Annual report of OAO Nizhnekamskneftekhim be-
came the winner of the XIll Annual federal contest of
annual reports and Web sites in the category "Pro-
fessionalism and quality of presentation of the com-
pany in the issuer’s annual report”. In the past the
annual report of the Company already was the win-
ner of the XI contest and the diploma winner of the X
contest.

OAO Nizhnekamskneftekhim became the abso-
lute winner and the holder of Grand Prix of “Volga
Wreath” V Interregional festival of corporate media
for development of corporate communications sys-
tem, and radio station “Neftekhim-Chanson” was
awarded the diploma and the cup as the winner of
the corporate radio contest in the category “For ad-
vancement of corporate values”.

Law department of the Company won the annual
professional contest “Best law departments of Rus-
sia-2010" held by “Corporate lawyer” magazine and
Pynes&Moerner company in the category “Chemical
industry”.

december
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In 2010 OAO Nizhnekamskneftekhim became a win-

ner of the Contest for Implementation of the Program
“Energy Saving Efficiency in the Republic of Tatar-
stan for 2006-2010".

The Company's Energy Saving Program for 2006-
2010 has been completed and its continuation is
represented by the activities pertaining to energy
resources saving, which are included in the Program
for 2011-2015 with the perspective until 2020.

For the fifth time OAO Nizhnekamskneftekhim was
declared the winner of All-Russia ecological show
contest and was awarded the honorary title “Leader
of environmental activity in Russia-2010".
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1 1 0 ,5 billion rubles

Product sales revenue of Nizhnekamskneftekhim
group of companies in 2010 reached 110.5 billion
rubles which is by 53% higher compared to 2009.



corporate management

Management structure

General meeting of shareholders

The Board of Directors

The committees of the Board of Directors

Management Board

vV vvyVvyyvVwvyy

Audit commission



corporate management

Management structure

Supreme management authority of OAO «Nizh-
nekamskneftekhim» in accordance with the Federal
law «About joint stock companies» and Charter is
the general meeting of shareholders. General man-
agement of the Company business and instituting of
the Company development strategy for long-term
prospects is performed by the Board of Directors.
Executive bodies are Director General (Chairman
of Board of directors) and the Management Board
which exercise operational administration over day-
to-day current performance. Audit commission ful-
fils control over financial-economic activities of the
Company.

Independent auditor checks fidelity of financial ac-
counting of the Company.

40

General meeting of shareholders

Under the Federal law «About joint stock companies»
and Charter of OAO «Nizhnekamskneftekhim», su-
preme management authority of the Company is
General meeting of shareholders. The issues which
can't be relegated to the Board of Directors fall
within the competence of general meeting of share-
holders, General director or Management Board of
the Company. For fiscal year one ordinary meeting of
shareholders was conducted on April 15, 2010. The
following issues have been reviewed at the meet-

ing:

P On approval of annual report, annual financial
statement, including profit and loss account of
OAO «Nizhnekamskneftekhim» prior 2009 year
base.

P On allocation of profits of 0AO«Nizhnekamsk-
neftekhim» including dividends payment (decla-
ration) preceding fiscal 2009 year.

P On elections of members of Board of Directors of
OAO «Nizhnekamskneftekhim».

P On elections of Auditing Commission of OAQ
«Nizhnekamskneftekhim».

P On approval of auditor of 0AO«Nizhnekamskneft
ekhim».

P Oninsertion changes and additions to the Charter
of OAO «Nizhnekamskneftekhim» and approval
of it's revised version.

P On insertion changes and additions to internal
regulations of OAO «Nizhnekamskneftekhim»
and approval of them redrafted.
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The Board of directors

The Board of Directors is the regulatory body of the
Company. It has overall charge over the Company
business except for the issues resolution referred to
the competence of general meeting of shareholders
by the Federal law and The Company charter.

The members of the Board of Directors are elected
by annual Meeting as set forth by the Federal law for
the period till the next annual Meeting. 11 members
form the Board of Directors of the Company.

In 2010 11 meetings of the Board of Directors of the
Company have been conducted.

Chairman of Board of Directors:

ALBERT K. SHIGABUTDINOV

Born in: 1952

Title: General Director of OAO "TAIF”

Share in the Issuer Authorized Capital: none
Issuer equity share: none

Vladimir M. Busygin

Bornin: 1949

Title: General Director of

OAO Nizhnekamskneftekhim

Share in the Issuer Authorized Capital: 0.03%
Issuer equity share: none

Radik R. Gaizatullin

Bornin: 1964

Title: Finance Minister of the Tatarstan Republic
Share in the Issuer Authorized Capital: none
Issuer equity share: none
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Evgeney A. GRISHIN

Bornin: 1961

Title: Deputy head secretariat to the Counsellor of
state of the Tatarstan Republic

Share in the Issuer Authorized Capital: none

Issuer equity share: none

Nahil U. MAGANOV

Bornin: 1958

Title: First Deputy General Director for Oil & Qil
Product Sales & Processing- Head of Oil & Oil
Product Sales Department, OAO “Tatneft”
Share in the Issuer authorized capital: none
Issuer equity share: none

Zeljko MILIC

Bornin: 1946

Title: Managing director of IPCO Trading S.A.
Share in the Issuer authorized capital: none
Issuer equity share: none

Vladimir V. PRESNYAKOV

Bornin: 1951

Title: Deputy General Director for Oil-Refining &
Petrochemistry, OAO"TAIF”

Share in the Issuer authorized capital: 0.0005%
Issuer equity share: 0.0006%
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Alexander L. RAPPOPORT

Bornin: 1959

Title: Managing partner of the Law Office “Rappoport
and Partners”

Share in the Issuer authorized capital: none

Issuer equity share: none

Rinat K. SABIROV

Born in: 1967

Title: Assistant to the Prime-Minister of the Tatar-
stan Republic

Share in the Issuer authorized capital: none

Issuer equity share: none

Guzeliya M. SAFINA

Bornin: 1955

Title: Deputy General Director for Economics and Fi-
nances, OAO"TAIF"

Share in the Issuer authorized capital: 0,009%
Issuer equity share: none

llshat Sh. FARDIEV

Bornin: 1960

Title: Deputy of the Prime-Minister of the Tatarstan
Republic, Minister of Energy of the Tatarstan Repub-
lic

Share in the Issuer authorized capital: none

Issuer equity share: none
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With the view to preliminary regard of the most important issues and drawing-up the recommendations for

the Board of Directors of OAO Nizhnekamskneftekhim

Committee were formed.

the Audit Committee and the Personnel & Reward

Active members of the Board of Directors form committees. In making up committees job-related experience
of the Board members and independence criterion were taken into account.

The Audit Committee and the Personnel & Reward Committee function pursuant to the Regulation on the Au-
dit Committee of the Board of Directors of OAO Nizhnekamskneftekhim and Regulation on the Personnel &
Reward Committee of the Board of Directors of 0AO Nizhnekamskneftekhim approved in a new edition by the

Board of Directors of OAO Nizhnekamskneftekhim.

THE AUDIT COMMITTEE

Radik R. GAIZATULLIN - Finance Minister of the
Tatarstan Republic (The Committee Chairman)

Evgeney A. GRISHIN — Deputy head secretariat to
the Counsellor state of the Tatarstan Republic

Vladimir V. PRESNYAKOV — Deputy General Director
for Oil-Refining & Petrochemistry, 0AO “TAIF"

Rinat K. SABIROV - Assistant to the President of the
Tatarstan Republic

Guzeliya M. SAFINA — Deputy General Director of
OAO “TAIF" for Economics and Finances

Committee secretary —I. RYAKHIN - Chief account-
ant of OAO "Nizhnekamskneftekhim”
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THE PERSONNEL & REWARD COMMITTEE

[lshat Sh. FARDIEV — Deputy of the Prime-Minister
of the Tatarstan Republic, Minister of Energy of the
Tatarstan Republic (the Chairman of the Committee)

Rinat K. SABIROV — Assistant to the Prime-Minister
of the Tatarstan Republic (Deputy chairman of the
Committee)

Vladimir V. PRESNYAKOV — Deputy General Director
for Oil-Refining & Petrochemistry, OAQ “TAIF"

Alexander L. RAPPOPORT — Managing partner of the
Law Office “Rappoport and Partners”

Guzeliya M. SAFINA — Deputy General Director of
OAO “TAIF" for Economics and Finances

The secretary of the Commitee — V. A AMELIN -
head of Labour and Wages department of
OAO Nizhnekamskneftekhim

\.\
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Management Board

The Management Board of
0OAO Nizhnekamskneftekhim consists
of 25 members

The Sole executive officer of
0AO Nizhnekamskneftekhim:

Vladimir M. BUSYGIN (General Director; Chairman of
Management Board)

Bornin: 1949

Title: General Director OAO Nizhnekamskneftekhim
Share in the Issuer authorized capital: 0.03%

Issuer equity share: none

Akhtyam T. AMIRKHANOV

Bornin: 1964

Title: Director of Synthetic Rubber Plant,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0007%
Issuer equity share: 0.0006%

Rustam M. AKHMETQV

Bornin: 1959

Title: Deputy General Director for Economics,
OAO izhnekamskneftekhim

Share in the Issuer authorized capital: none
Issuer equity share: none

lgor A. BELANOGOQOV

Bornin: 1967

Title: Director of isoprene monomer plant,
OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: none
Issuer equity share: none

e # ﬁ-___—

Azat Sh. BIKMURZIN

Born in: 1969

Title: Director of Ethylene Plant,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0004%
Issuer equity share: 0.0003%

Valery A. VALK

Bornin: 1967

Title: Manager of Sales Department,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0007%
Issuer equity share: 0.0006%

Alexander M. VDOVIN

Bornin: 1954

Title: Chief Power Engineer,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0029%
Issuer equity share: 0.0026%

Ravil M. GALYMZYANOV

Bornin: 1954

Title: Director of Styrene & Polyether

Resin Plant, OAO Nizhnekamskneftekhim
Share in the Issuer authorized capital: 0,003%
Issuer equity share: 0,0031%

Rustam Kh. GALIMOV

Bornin: 1958

Title: Director of Oligomer Plant,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: none
Issuer equity share: none
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Shamil Sh. GALIAVIYEV

Bornin: 1954

Title: Chief Mechanical Engineer,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0083%
Issuer equity share: 0.0087%

Khamit Kh. GILMANQV

Bornin: 1949

Title: First Deputy General Director-Technical
Director, OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0041%
Issuer equity share: 0.0037%

Leonid Kh. KUTUYEV

Born in: 1959

Title: Director of Butadiene and Hydrocarbon feed
Plant

Share in the Issuer authorized capital: 0,0003%
Issuer equity share: none

Gennady M. MAKARQV

Bornin: 1951

Title: Director of Ethylene Oxide Plant,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0055%
Issuer equity share: 0.0062%
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Irina N. MAKSIMOVA

Bornin: 1962

Title: Manager of Export Department,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0014%
Issuer equity share: 0.0011%

Oleg N. NESTEROV

Born in: 1960

Title: Director of Butyl Rubber Plant,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.001%
Issuer equity share: 0.0007%

Nail S. NURGALIYEV

Bornin: 1952

Title: Director of polystyrene Plant

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0,0006%
Issuer equity share: none

Siren G. SAKHAPOV

Bornin: 1957

Title: Director of polyolefin Plant

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: none
Issuer equity share: none
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Valeriy G. STARKOV

Bornin: 1966

Title: Manager of Finance Department,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0,00004%
Issuer equity share: none

Aidar R. SULTANOV

Bornin: 1965

Title: Manager of Law Department,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0013%
Issuer equity share: 0.0011%

Aleksei |. TOKINQOV

Bornin: 1951

Title: Deputy General Director for Production,
OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0, 0018%
Issuer equity share: 0,0012%

Victor S. TRIFONOV

Bornin: 1965

Title: Deputy General Director on industrial
construction and revamp,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: none
Issuer equity share: none

Adip A. KHAIRULLIN

Bornin: 1958

Title: Chairman of Trade Union,

OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0014%
Issuer equity share: 0,001%

Eugene A. TSYGANOQV

Born in: 1951

Title: Commercial Deputy General Director,
OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0015%
Issuer equity share: 0.0017%

Vasily N. SHUYSKY

Born in: 1957

Title: Deputy General Director for Personnel and So-
cial Issues, OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0007%
Issuer equity share: 0.00005%

lIfar R. YAKHIN

Bornin: 1963

Title: Chief Accountant, OAO Nizhnekamskneftekhim
Share in the Issuer authorized capital: 0.00002%
Issuer equity share: 0.00002%
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Audit Commission

The Audit Commission of OAO Nizhnekamskneftekhim consists of 5 members.
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Chairman of the Audit Commission:

Olga V. IGNATOVSKAYA

Bornin: 1963

Title: Chief Accountant of OAO"TAIF”

Share in the Issuer authorized capital: none
Issuer equity share: none

Alsu K. ISMAGILIVA

Bornin: 1960

Title: Manager of supervision and auditing service of
financial and economic department, OAO"TAIF”
Share in the Issuer authorized capital: none

Issuer equity share: none

Almaz I. Galeyev

Bornin: 1979

Title: Assistant to the Prime — Minister of the Tatar-
stan Republic on oil-gas chemical complex

Share in the Issuer authorized capital: none

Issuer equity share: none
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Igor V. LARIONOV

Bornin: 1970

Title: Deputy General Director - Manager of Corpo-
rate Property & Strategic Development Department,
OAO Nizhnekamskneftekhim

Share in the Issuer authorized capital: 0.0053%
Issuer equity share: 0.006%

Rushan R. SHAMGUNOQV

Bornin: 1978

Title: Manager of petrochemical and oil refining
Department of the Tatarstan Republic, OAO TAIF
Share in the Issuer authorized capital: none

Issuer equity share: none
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500000 ..

OAO Nizhnekamskneftekhim as before is
at the top among domestic producers of
synthetic rubbers. In 2010 more than 500 000
tons of rubbers (7 types) were produced.



for the attention of
shareholders and investors

Observance of Corporate Behavior Code

Statutory capital and structure of equity capital

The list of OAO Nizhnekamskneftekhim shareholders
Information on equity issues

Dividend policy

Market capitalization

Credit ratings

Affiliates
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for the attention of
shareholders and investors

Observance of Corporate Behavior
Code

OAO Nizhnekamskneftekhim in its corporate activi-
ties is guided by the Code of Corporate Behavior rec-
ommended by FCSM RF Instruction No. 421/r, dated
04.04.2002, and by the Code of Corporate Behavior of
OAO Nizhnekamskneftekhim, approved by the Com-
pany’s Board of Directors on November 23, 2007.
List of corporate documents effective in OAO Nizh-
nekamskneftekhim:
The Articles of OAO Nizhnekamskneftekhim;
Statute on the General meeting of stockholders
of OAO Nizhnekamskneftekhim;
Statute on the Board of Directors of OAO Nizh-
nekamskneftekhim;
Statute on the Audit Commission activities of
0AO Nizhnekamskneftekhim;
Statute on Information Policy of OAO Nizhnekam-
skneftekhim;
Statute on Dividends Payoff Policy of OAO Nizh-
nekamskneftekhim;
Statute on Administration of Internal Manage-
ment of OAO Nizhnekamskneftekhim;
Statute onthe Committee for Auditing of the Board
of Directors of OAO Nizhnekamskneftekhim;
Statute on the Personnel and Awards Committee
for the Board of Directors of OAO Nizhnekam-
skneftekhim;
Statute on the Executive Boards of OAO Nizh-
nekamskneftekhim;
P Statute on Independent Directors of OAO Nizh-
nekamskneftekhim;
Code of corporate ethics ofamember of the Board
of Directors of OAO Nizhnekamskneftekhim;

vV VvV vV VvV vV VvV Vv VY
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Ensuring a high level of the Company’s transparency
and completeness of information disclosure are still
the most important priorities for the Company. In
2010, the Company's efforts to improve disclosure of
information gained recognition of expert community:
the annual report of the Company for the year 2009
was one of the winners at the competition, organized
by the magazine “Securities Market”, in the category
“Professionalism and quality of the company pres-
entation in the annual report of the issuer.”

Capital Stock and structure of the
capital stock

Capital Stock of OAO Nizhnekamskneftekhim
amounts to 1,830,239,750 rubles as of 01.01.2011and
is split into 1,830,239,750 shares, 1 ruble par value
each including 1,611,256,000 ordinary (voting) regis-
tered shares, and 218,983,750 preference registered
shares.

All shares are placed, there are no assessable capi-
tal stocks placed. The capital stock is fully paid up.
The Articles of OAO Nizhnekamskneftekhim provide
for availability of 27,400,000,000 declared ordinary
shares and 218,983,750 declared preference regis-
tered shares, 1 ruble par value each, within which
additional shares might be issued.
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0AO Nizhnekamskneftekhim,
holding 5% and more of its shares as

&NHZNEKAMSKNEFTEKHIM

of 25.02.2011
NeNe Shareholders > % of
o S & | voting
< .3 § shares
n
OAO Svyazinvestneftekhim 461,307,200 25.2 28.6
000 Telekom-Menedzhment 815,316,570 445 50.6
NKB Investments Ltd. 141,636,195 7.7 8.8
Securities issue data
Decision on Number of Number Governmental body
shares placement| Share shares in of paid-off | Method of Cost of in charge of issue Status of
(who and when type issue shareson | placement placement registration, issue
made) issue registration No.
Privatization
plan by
Decree No. Ordinary ergrsilglavtalue
41 of RT State  |share 10 private offering " |RT Ministry of Finance
* |Committee for |rubles  |0-449:024 6,445,024 (F:.UR 640ata \\o 11-1p-423 dd.18.08.93. |A"nuIled
Iscount
Property dd.
11.08.93
Preferred
== share 875,935 875,935 — /I — free of charge |—//— — I/ —
10 ruble
Stockholders Ordinary FCCB of Russia No.
meeting share 64,450,240  |— conversion  |— 1-02-00096-A dd. Placed
23.04.98 1 ruble 28.12.98.
Preferred .
FCCB of Russia No. 2-02-
== share 8,759,350  |— — /= — 00094-A dd. 28.12.98. —/—
1 ruble
Stockholders Ordinary .
. FCCB of Russia No. 02-
. |meeting share 1,546,805,760 |— _ Placed
20.04.01 1 ruble Distributed 00096-A dd. 15.08.03.
Preferred arr]nona Id
shareholders FCCB of Russia No. 2-02-
=1 — share 210,224,400 |— — 00096-A dd. 15.08.03. — ] —
1 ruble
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Bond issues

In November 2001, OAO Nizhnekamskneftekhim re-
sorted the first 300,000,000 rubles bond issue repaid
in November 2002.

On 24.05.2002, OAO Nizhnekamskneftekhim placed
the second 1,500,000,000 rubles bond issue that
was repaid on 24.05.2005.

On 02.09.2003, OAQ Nizhnekamskneftekhim placed
the third 2,000,000,000 rubles bond issue, repaid on
01.09.2007.

On 04.04.2005, OAO Nizhnekamskneftekhim placed
the 4th 1,500,000,000 rubles bond issue with a 7 year
maturity and half-year coupon payments. Coupons at
the annual rate of 9.99% were repaid on 03.10.2005,
03.04.2006, 02.10.2006, 02.04.2007, 01.10.2007,
31.03.2008, 29.09.2008 and 30.03.2009. By the order of
the Director General of OAO Nizhnekamskneftekhim
dd. March 6, 2009, a coupon rate was adopted for 9-
14 coupon periods at 10% annual rate. 02.04.2009
OAO Nizhnekamskneftekhim successfully effected
the offer as a result of which bonds to the amount of
1,499,991,000 rubles were bought. 28.09.2009 cou-
pon payments were made at a rate of 10%.

On 22.12.2005 OAO Nizhnekamskneftekhim complet-
ed placement of the first USD 200 000 000 Eurobond
issue (NKNK - 2015) with the annual interest rate of
8,5% for the whole circulation period and bi-annual
income payment. The coupon payments’ schedule is
strictly observed.

Maturity period of Eurobonds up to final redemption
is 10 years. Eurobonds NKNH-2015 passed listing
and are sold at the Irish Stock Exchange (Dublin).
Specially established company NKNK FINANCE PLC
(Ireland) acted as an issuer, issue sponsors — OAQ
MDM Bank and ZAO Troika Dialog. As of 01.01.2010
the amount of NKNK-2015 Eurobonds in circulation
is USD 31.006 million.

03.11.2009. OAO Nizhnekamskneftekhim exchanged
portion of the NKNK-2015 Eurobonds for new NKNK-
2012 Eurobonds to be repaid in 2012 at the annual
rate 12% with half-year coupon payments. The final
redemption date is 20.04.2012. Specially established
company NKNK FINANCE PLC (Ireland) was the is-
suer. City Bank acted as a sponsor.

The amount of NKNK-2012 Eurobonds in circulation
was USD 101.394 million.
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Dividend policy

The dividend policy is based on the balance of inter-
ests of the Company and its shareholders, as well as
on necessity to increase an investment attractive-
ness of OAO Nizhnekamskneftekhim and its share-
holder value. Statute «On Dividend Policy» is placed
on the web-site: http://www.nknh.ru/docs.asp.
Annual general meeting of shareholders of OAO
Nizhnekamskneftekhim held on 15.04.2010 decided
to pay dividends on shares preceding 2009 year base
in the amount of 0.07 rubles per share. This liabil-
ity to shareholders was performed within a period
determined by the Company’s Articles of Association
and Law on Joint-stock companies.

Decision on dividend payment is taken by the general
meeting of shareholders based on the recommenda-
tions of the Board of Directors.

When determining the amount of dividends the
Board of Directors focuses on the net profit accord-
ing to unconsolidated financial accounting data of
OAO Nizhnekamskneftekhim according to Russian
accounting standards.

In accordance with the dividend policy of the Compa-
ny, the total dividend payout shall be minimum 15%
of net profit. In recent years, in accordance with es-
tablished practice, the company used to commit 30%
of net profits to dividend payments.
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Dynamics of dividend payments

No dividend payments arrears.

Market capitalization

1994 1995 1996
. % to nom. % to nom. % to nom.
N T f t
° ype ot security paper RUR value RUR value RUR value
1. |Registered ordinary shares 5.5 55.0 6.0 60.0 — —
2. |Preferred ordinary shares 5.5 55.0 6.0 60.0 15.0 150.0
1997 1998 1999 2000
N o (" o ("
o RUR % to nom. RUR % to nom. RUR % to nom. RUR % to nom.
value value value value
1. 4.0 40.0 0.4 40.0 0.5 50.0 1.5 150.0
2. 15.0 150.0 1.5 150.0 1.5 150.0 1.5 150.0
2001 and 2002 2003 2004 2005
0, 0, 0, 0,
No RUR % to nom. RUR % to nom. RUR % to nom. RUR % to nom.
value value value value
1. 0.054 5.4 0.062 6.2 0.1855 18.55 0.1765 17.65
2. 0.06 6.0 0.062 6.2 0.1855 18.55 0.1765 17.65
2006 2007 2008 2009
0, 0, 0, 0,
No RUR % to nom. RUR % to nom. RUR % to nom. RUR % to nom.
value value value value
1. 0.5448 54.48 0.6715 67.15 0.3098 30.98 0.07 7.00
2. 0.5448 54.48 0.6715 67.15 0.3098 30.98 0.07 7.00
2010 (plan)
No RUR % to nom.
value
1. 1.1760 117.60
2. 1.1760 117.60

Market price as of December 31, 2010
(for the last 90 selling days), RUR*

Security papers allowed for

e e o
selling Capitalization RUR

Registered 22.65934 1,611,256,000 36,509,997,531.04
Preferred 12.68953 218,983,750 2,778,800,865.14
Total 1,830,239,750 39,288,798,396.18

* — The Market price is calculated according to the
Decree of the Federal Commission on Securities of
Russia dated December 24, 2003 No. 03-52/ps “The
assertion of the procedure for calculation of a mar-
ket price of issuing securities and investment shares
of the share investment funds admitted to the circu-
lation through organizers of trade, and an establish-
ment of limits of fluctuations of a market price”.

** — |t is defined according to Order FCFR of Russia
dated 10.10.2006 06-117/pz-n “The assertion of Reg-
ulations on disclosing of the information by emitters
of issuing securities”.

Market capitalization of OAO Nizhnekamskneftekhim
shares is based on the buying price (demand) on
closing of the last selling day of the accounting busi-
ness period of aforementioned shares at the OAO
Stock Exchange RTS.

Note: Since October 12, 2007 ordinary shares of 0AO
Nizhnekamskneftekhim are admitted to the trades
in the Quoting List «A2»; since March 6, 2008 — pre-
ferred shares. On March 29, management of ZAO
Stock Exchange MICEX decided to transfer the pre-
ferred shares of OAO Nizhnekamskneftekhim from
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the quoting list B to the quoting list “A” of the second
level of ZAO Stock exchange MICEX.

This was due to increased volume of the Company
preferred share trading at the ZAO MICEX Stock Ex-
change, and with intent to increase liquidity and in-
vestment attractiveness of securities.

Since April, 2008 up to July 20, 2009 ordinary and
preferred shares of OAO Nizhnekamskneftekhim
were traded at the ZAO MICEX Stock Exchange as
non-listed securities. Since July 20, 2009 ordinary
shares of the Company were included to the Quota-
tion list "A” of the second level, and preferred shares
— to the Quotation list “B” of ZAO MICEX Stock Ex-
change.

Credit ratings

Two International Rating Agencies assigned credit
ratings to OAO Nizhnekamskneftekhim as of Decem-
ber 2005.

1. Moody's investors Service Ltd.

Information on OAO Nizhnekamskneftekhim reg-
istered ordinary and registered preferred shares
trades as well as current trading you can find at
the servers of ZAO MICEX Stock Exchange and OAQO
Stock Exchange RTS in Internet: http://www.micex.
ru/marketdata /quotes?group = stock _ shares &
data _ type = history, http://www.rts.ru/?tid =91.
For searching the information on OAO Nizhnekam-
skneftekhim shares trading at ZAO MICEX Stock
Exchange and OAO Stock Exchange RTS it is possi-
ble to use an instrument code — an ordinary regis-
tered share of OAO Nizhnekamskneftekhim — NKNC;
a preferred registered share of OAO Nizhnekam-
skneftekhim — NKNCP

q q q q q Date of last

Type of credit rating assigned Rating mark | Forecast of rating change reassignment
Issuer corporate rating B1 stable 26.02.2008
Issuer long term credit rating on the national scale A2.ru stable 12.12.2005
Eurobonds issue B1 stable 29.10.2009

2. Fitch Ratings Ltd.

. . . . Forecast of Date of last

Type of credit rating assigned Rating mark rating change reassignment
Long-term issuer default rating B stable 16.08.2010
Sort-term issuer default rating B - 02.12.2005
Issuer long term credit rating on the national scale BBB-(rus) stable 16.08.2010
Eurobonds priority-oriented uncovered rating B stable 16.08.2010
Eurobonds assets return rating RR4 - 18.03.2009
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List of affiliates and indexes of financial
and economic activity for the year 2010

No Name of affiliate Revenues Net profit Aver:z;:tea:fing
Th.roubles person

1 |000 Trust TSNHRS 1,697,256 10,865 1,962

2 |000 Mechanical Repair Plant - NKNH 345,737 723 561

3 |000 Motor Transport Department - NKNH 443,982 7,112 648

4 |000 NKNH-Divinyl 5,094,414 369,192 250

5 |OAO NefteKhimSevylen 1,492,487 124,858 342

6 |OAO SOV-NKNH 425,455 705 151

7  |AO Nizhex Scandinavia 4,060,750 82,090 5

8 |000 Sports-and-culture complex Neftekhimik 73,796 4,006 105

9 |000 Polymerkholodtekhnica 47,991 2,797 Lb

10 |[000 CHOP-NKNH 194,364 1,083 523

11 |000 Hockey Club Neftekhimik 458,074 434 158

12 |000 Neftekhimresurs-NKNH 24,000 959 63

13 |00O0 Vtorresursy 26,968 3,183 28

14 |000 PAP-Transportexpress 193,708 4,707 344

15 |000 Polymer - NKNH 132,982 -31,114 148

16 |000 UOP-Neftekhim 319,402 181 623

17 |000 Neftekhimagroprom 127,383 512 441

18 |000 NKNH-Servis 854,789 4,129 39

19 |000 Shop No 4100-NKNH 58,012 7,337 72

20 |00O0 PEST 0 -1,520 2

Total 16,071,550 592,239 6,509
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69 percent

Synthetic rubber supplies share of

OAO Nizhnekamskneftekhim to major foreign
tyre-producing companies in 2010 has
increased to 20%, amounting to 69% of total
export volume of this type of product.



major risk factors

Risk factors

Industrial risks

Country and regional risks
Financial risks

Legal risks

Risks associated with the changes of currency legislation
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Risks related to the issuer’'s business



OAOQO Nizhnekamskneftekhim conductsits businessin

the petrochemical industry sector. Raw material and
power industry have the highest ratio in the struc-
ture of costs in this branch. The major risks could
be the change of demand and prices of raw material,
energy and products manufactured.

The main observable trend is that the global econo-
my more positively overcomes the severe crisis situ-
ation of 2008-2009. Actual fundamental demand for
crude oil is still gradually recovering. The industrial
sector is gaining its pace. The price of oil resumed
its growth in the fourth quarter of 2010. The increase
of crude oil price is 13% compared to the previous
quarter and 16% versus last year's price.

Behavior of European prices for straight-run gaso-
line generally correlated with the crude oil price.
The average European price of straight run gasoline
in the fourth quarter amounted to $ 792.28 per ton
which is 20% higher than the same period of 2009.
Stabilization of prices for crude oil and naphtha has
a positive impact on the industrial petrochemical
sector. The demand for petrochemical products is
being reestablished. In general, according to CMAI,
the growth rate of industrial production in the major
economies of the world reached the level of the first
half of 2008.

Revenue from exports in 2010 showed growth over
the same period of the previous year, and even ex-
ceeded the level of 2008.

We expect that the environment of the foreign mar-
ket for productsin 2011 will be favorable for the Com-
pany. Demand for synthetic rubbers and plastics, in
particular, will remain at a high level, which is more
than 80% of export earnings in 2010.

The main risk factors in sales of the Company’s own

products are excessive prices for raw materials and
utilities and oversupply in the internal market by do-
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mestic petrochemical industry, as predicted in the
short term (2 — 4 years).

In future large-scale holding companies (e.g. SIBUR,
LUKoil, GAZPROM, TITAN) declare commissioning of
additional production capacities of polymers:

1. SIBUR - construction of Tobolsk-Polymer com-
plex for production of polypropylene with a ca-
pacity of 500 thousand tons a year (planned
launch in 2013);

2. TITAN-POLIOM facility is scheduled for commis-
sioning in the second half of 2011 with a design
capacity of 180 thousand tons of polypropylene a
year;

3. LUKoil — increase of a design capacity of LPPE
plant in 2013 to 600 thousand tons per year (de-
sign stage of the project);

4. GAZPROM-Neftekhim-Salavat (former Salavat-
nefteorgsintez) — launched the LPPE plant with
a capacity of 120 thousand tons per year in 2010,
with subsequent increase of a design capacity in
2013 to 200 thousand tons of LPPE per year;

5. GAZPROM - construction of a facility for produc-
tion of 400 thousand tons of polyethylene peryear
on the basis of the Novo-Urengoy Gas-Chemical
Complex (the declared start is 2013);

6. SIBUR — SIBUR-Khimprom of Perm, commis-
sioning of expandable polystyrene production
plant with a capacity of 50 thousand tons per year
in autumn 2010, with subsequent increase of a
design capacity in 2013 - 2014 to 100 thousand
tons of EPS per year;

7. Establishment of a “zero” rate by the RF govern-
ment for imported linear low density polyethyl-
ene;

8. Reduction of export duties by the RF government
for hydrocarbon material resulting in the rise in
value of this raw material at the Russian internal
market.
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Country and regional risks

OAQ Nizhnekamskneftekhim is one of the largest
enterprises of petrochemical industry in the Russian
Federation. Political and economic situation in the
modern Russia has a significant effect on the activi-
ties of our joint-stock company.

There are no risks related to geographical features
of the country and region, in which the Company con-
ducts its basic business, since the place of disposi-
tion of the Company is characterized by absence of
danger of natural disasters. Besides, in view of the
level of development of a transport infrastructure,
there are no risks of the cease of the communica-
tion due to geographical inaccessibility and remote-
ness. The convenience of disposition allows smooth
shipping of products by railway and motor transport
from warehouses of the Company.

In the present-day conditions the status of domes-
tic chemical and petrochemical industry to a large
extent depends on the export. Therefore the most
efficient segments of chemical and petrochemical
complex were and still remain the production facili-
ties that operate not only domestically but also hav-
ing a strong export potential.

OAOQ Nizhnekamskneftekhim exports its products to
59 countries worldwide.

The main share of products is supplied to the coun-
tries Europe (58%), Asia (22%) and CIS (12%]) non-
susceptible to serious political risks and natural
disasters. Besides, presently one could see the re-
covery of European economies and growth in the
Asian countries. The risk of defaults is minimized.
International trade approaches the pre-crisis level.
There are no risks associated with social disrup-
tions, strikes etc. in these regions.

Regional structure of exports

North America - 3%

Middle East South
and Africa - 1% America-4%
CIS-12%

Europe - 58%

Asia - 22%
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Financial risk

Exposure of the issuer to risks associated with
change of the interest rates, exchange rate of for-
eign currencies, in connection with business of the
issuer or in connection with hedging, conducted by
the issuer for the purpose of reduction of adverse
consequences of impact of the following risks:

Risk of change of the interest rates

Some long-term transactions of the issuer use float-
ing interest rates (based on LIBOR or EURIBOR]
therefore there is a risk of cost increase of such bor-
rowings.

Factor of decrease: such transactions (credit trans-
actions, where floating interest rates are used) pro-
vide for the mechanism of switching to fixed interest
rate.

Risk of the exchange rates

The main part of credit liabilities of the issuer is de-
fined in US dollars. Therefore there is a certain cur-
rency risk related to the increase of exchange rate of
US dollar/ruble.

Factor of decrease: about 46.8% of total revenue of
the companyis based on the export sales of products.
The main currency of export sale proceeds is US dol-
lar, which certainly reduces this currency risk.
Besides, there is a risk to the issuer, related to the
fact that the main prices for products are defined in
US dollars while the considerable part of expenses
incurred by the issuer is in rubles. Use of instru-
ments for hedging of currency risks in the issuer’s
practice (various options and their combinations)
would help reduce this risk.
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Impact of inflation on securities payment as well as
presumed actions of the issuer directed to reduc-
tion of this risk

There is no considerable effect of current inflation
rate on the issuer’s financial status. Price escalation
caused by the change of inflation rate shall propor-
tionally increase both the production costs and the
proceeds of the issuer.

In case of unfavorable change of general inflation
figures the issuer intends to reduce the delays of
payments for its counterparties and to optimize the
control of accounts receivable and costs. The criti-
cal inflation values (in the judgement of the issuer)
are over 25% a year, however the issuer estimates
the probability of inflation escalation in Russia in the
midterm as fairly low in view of anti-inflationary pol-
icy pursued by the Russian Federation government
and the Central Bank of Russian Federation.

In case of unfavorable change of interest rates (rais-
ing) the issuer considers to gradually reduce the vol-
umes of short-term loans and credits, there is also
a possibility of gradual switching over to long-term
credit resources with floating interest rate.

The sums of transactions with foreign counter-
agents are in US dollars, in case of the dollar fall in
relation to national currency the issuer’s returns in
rubles could decrease. But the exchange risks, in-
cluding the risk of the dollar downing relative to ru-
ble, are included in all newly concluded contracts.
Other presumed actions of the issuer aimed at re-
duction of risk resulted from inflation:
—restructuring of liabilities in favor of borrowed as-
sets in the RF currency;

— reconsideration of investment program of the is-
suer
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Indices of the financial statements of the issu-
er that are mostly subject to changes resulted
from financial risks, and also risks affecting
the indices of the fiscal accounting of the is-
suer, probability of their origin and behavior in
the financial statements

Sections of the financial statements of the issuer that
are mostly subject to changes caused by the speci-
fied risks: section of accounts payable, net profit as
well as cost price. In case of occurrence of above-
stated financial risks, the net profit can decline and
the debt service expense would increase. Probability
of such risks is insignificant. The specified factors
will necessitate attraction of extra money resources,
and that in turn will result in the increase of accounts
payable.

Fast growth of inflation and interest rates for bor-
rowed assets could greatly impact the figures of
financial statements of the issuer (change of the
currency of balance). Regardless of economic stabi-
lization in Russia in recent years one cannot rule out
the possibility of above risk occurrence.

Legal risks

Conducting its economic activity inside the Russian

Federation, the issuer is exposed to legal risks, con-

nected with:

P> change of currency regulations;

P change of the tax laws;

P change of rules of the customs control and du-
ties;

P> change of the judicial practice on the matters re-

lated to the issuer’s business (including licens-

ing), which can adversely affect the results of its

business.

Besides, Russian legal structure has some specific
risks, such as the presence of contradictions be-
tween the regulations of same level and/or different
levels, lack of identical interpretation of standards,
high degree of actual power of executive bodies as
well as possible lack of experience of judges when
delivering the judgment.

Risks associated with changes of the currency leg-
islation

Sudden change of currency control could compli-
cate the appropriate execution of obligations under
agreements (contracts), earlier concluded with con-
tracting parties (Russian and foreign ones), which
call for making payments on these in foreign cur-
rency and it could necessitate the conclusion of the
supplementary agreements for such contracts. In
this context the issuer is largely dependent on the
changes of currency legislation. It should be noted
that the Federal law #173-F3 dated 10.12.2003 “On
currency exchange regulation and control” com-
pared to the previous law has considerably expanded
the rights of participants of foreign economic activ-
ity and created a foundation for further liberalization
of currency relations. Accordingly, it is not likely that
the position of the issuer will go down because of any
change of the currency legislation.
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Risks related to change of the tax legislation

As well as any other economic entity the issuer is
the participant of the tax relations. 0AO Nizhnekam-
skneftekhim is one of the major taxpayer of the Re-
public of Tatarstan making payment of federal, re-
gional and local taxes.

General principles of taxation in the Russian Federa-
tion being the basis of the tax system in Russia have
been established by part one of the Tax code of the
Russian Federation. Part one of the Tax code of the
Russian Federation defines general rules that should
be followed by the subjects of tax legal relations and
assigned their rights and obligations as well as legal
procedures served to observe the rights and duties.
Among the most substantial changes that could have
an adverse effect on the issuer’s business one could
point out any changes or amendments to legislative
acts on taxes and duties concerning the increase of
tax rates and also imposition of new categories of
taxes. Such changes as well as other changes of tax
legislation could result in the increase of tax pay-
ments and, as a consequence, the decrease of the
net profit of the issuer. The issuer assesses the legal
risks related to changes of tax legislation at the av-
erage level. The issuer always reacts to any changes
of tax legislation to ensure absolute and strict ob-
servance of its requirements and the issuer also
perfectly respects the revenue laws concerning its
activity, however, this does not eliminate a potential
risk of divergence of views with relevant regulatory
organizations on the matters permitting ambiguous
interpretation.

Risks related to change of rules of the customs con-
trol and duties

As the most part of the equipment acquired for pro-
duction is imported or is made of foreign manufac-
ture components, the change of rules of the customs
control and duties could resultin certain risks for the
issuer associated with appreciation of the acquired
fixed assets.
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At present basically new legal base of the customs
procedures is created in Russia complying with uni-
versally acknowledged standards, that provides for
direct regulation of legal relations in the customs
area based on the rules of RF Customs code and in
the system of direct action rules.

For the purpose of improvement of operation of cus-
toms authorities of the Russian Federation the large
scope of work was carried out for preparation of
regulatory and legal framework on the basis of the
RF Customs code, practice and experience of admin-
istration of international legislation. Such changes in
the customs legislation are evaluated positively since
they increased the transparency of customs proce-
dures and simplified them.

No major changes of customs duties are foreseen
for products exported by the issuer. Such risks are
assessed by the issuer as minimal.

The risks related to change of the judicial practice
on the matters, associated with activity of the issu-
er (including licensing matters), which could have
an adverse effect on the results of its business

Changes of requirements on licensing of the principal
activities of the issuer, as well as the change of the
judicial practice on the matters related to activities
of the issuer (including licensing issues], can have
a negative effect on the business activities of the is-
suer in the event when because of these changes the
issuer fails to receive (extend) licenses required for
its further business, orthe currentlicenses are with-
drawn in a judicial procedure, however, probability of
occurrence of suchlike events is insignificant.
Probability of changes of judicial practice related to
activities of the issuer (including the licensing issues])
is considered negligible and shall not have a material
effect on its business. In case any modifications are
introduced in the judicial practice related to activities
of the issuer, then the issuer shall plan its financial
and economic activities accordingly.
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Current suits at law, in which the issuer partici-
pates

Risks related to business activity of the issuer, in-
cluding the risks associated with the current suits at
law, in which the company participates, are absent.
There are no claims about liquidation of the issuer,
about alienation of assets of the issuer, about dis-
puting of the rights on the license, patents, about
acknowledgement of indebtedness on the taxes and
duties in the budget and extra-budgetary funds.

Options for extension of licenses of the issuer for
certain lines of business or for projects that are
restricted in any business (including natural re-
sources)

Expiration of licenses causes the problems of per-
forming the licensed activities by the issuer. The is-
suer adheres to the requirements of licenses, takes
all necessary actions to obtain the licenses and to
maintain their validity and minimize the probability
of suspension, change or withdrawal of a license — to
avoid such risk the issuer performs the respective

systematic work for timely renewal of licenses (re-
issue of licenses].

Risks attributed to changes of legislation or to res-
olutions of federal or local authorities on licens-
ing issues are beyond control of OAO Nizhnekam-
skneftekhim and the issuer shall not guarantee that
there will be no any changes that could adversely af-
fect its business. However, at present there are no
conditions of legal, economic or political nature that
could cause complications of licensing procedure or
reduce the feasibility of license extension for OAO
Nizhnekamskneftekhim.

Liability of the issuer for third party debts including
the affiliates of the issuer

The issuer assesses as negligible the risk associated
with potential liability for third party debts including
the affiliates of the issuer.

Probability of loss of consumers with at least 10
percent of total sales proceeds of the issuer’s prod-
ucts (work, services)

At this time the issuer assesses as negligible the
risks of loss of major consumers.
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6 0 0 thousand tons

Nizhnekamskneftekhim steadily transfers
from production of monomers to production
and sales of polymer materials. The aggregate
output of plastics in 2010 was 600 thousand
tons.



production activity

Production activity

Production of key products in kind

Intensity of using production facilities

Fixed assets flow

Dynamics of production efficiency indices
Dynamics of net assets cost

Information on budget payments

Automated process control system SAP ERP
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Energy saving



production activity

Production of key products in kind

No. Description Meas. | 2007 2008 2009 2010 AT
1. SKI rubber t 178,890 190,074 150,583 216,751 143.9
2. EPDM rubber t 9,377 3,967 2,636 2,994 113.6
3. SKD-N rubber t 82,996 91,786 88,770 113,110 127.4
4. SKD-L rubber t 10 20,416 19,780 28,483 144.0
5. Butyl rubbers t 107,156 118,822 135,841 138,852 102.2
6. Divinyl, own t 101,380 94,186 96,883 103,798 107.1
7. Ethylene t 511,069 545,148 563,108 592,751 105.3
8. Propylene t 260,041 273,654 275,412 283,400 102.9
9. Benzene t 195,690 195,666 185,527 186,725 100.6
10.  |Styrene t 287,814 267,880 200,731 202,643 101.0
11.  |MEG t 113,613 88,159 68,031 95,053 139.7
12.  |Ethylene oxide t 278,619 248,769 177,502 212,064 119.5
13.  |Propylene oxide t 72,234 71,574 55,955 67,280 120.2
14.  |Polyether t 83,943 83,492 58,867 76,092 129.3
15. Propylene trimers t 28,932 27,981 23,746 17,251 72.6
16.  |Propylene tetramers t 10,950 10,631 7,594 5,131 67.6
17.  |Neonols t 117,899 109,366 86,816 74,109 85.4
18.  |Polystyrene t 123,031 142,728 155,757 184,353 118.4
19.  |Polypropylene t 155,029 172,738 189,643 200,006 105.5
20.  |Polyethylene t - - 130,514 160,002 122.6
21. Polyethylene glycol t 22,964 29,788 26,873 31,884 118.6
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Intensity of using production facilities

Production Capacity, % % to the last year
2008 2009 2010
1. SKI-3 rubber 95.0 75.3 108.4 144.0
2. Butyl rubber 99.0 113.2 115.7 102.2
3. Ethylene 94.7 93.9 98.8 105.2
4. Propylene 96.3 97.0 99.8 102.9
5. Styrene, EBS 70.5 50.5 29.6 58.6
6. Styrene, SMPO 102.2 78.2 94.1 120.3
7. Propylene oxide 99.4 77.7 93.4 120.2
8. Ethylene oxide, train 1 66.4 32 1.6 5.0
9. Ethylene oxide, train 2 84.6 69.6 105.1 151.0
10. Polyether ( Styrene and Polyether Resin Plant) 102.0 70.2 93.1 132.6
11. MEG-1 61.5 48.2 75.7 157.1
12.Polystyrene 110.9 91.6 108.4 118.3
13.Polypropylene 95.9 105.4 1111 105.4
Fixed assets flow
Description 2008 2009 2010

Wear factor (%) 41.1 44.2 48.3
Coefficient of renewal (%) 21.4 4.9 2.7
Retirement rate (%) 1.4 0.3 0.2
Dynamics of production efficiency indices

Index 2007 2008 2009 2010
Capital-labour ratio, thousand rub. 1,138.4 1,551.8 1,967.4 1,938.9
Average monthly labour productivity of one 258.2 328.8 3041 483.1
worker, thousand rub.
Dynamics of net assets cost in min. rub.

Index 2007 2008 2009 2010
Net assets 28,279.1 28,498.0 28,908.3 36,047.3
69
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Information on budget paymentsin 2010, thous. rub

Description Accrued Transferred
Budget of the Russian Federation, 3,975,039 3,699,364
Including customs duties 214,423 228,076
Budget of Tatarstan Republic, including special purpose budget funds 3,188,481 3,327,912
Local budget 599,266 607,300
Budget of other entities of the Russian Federation 16,926 15,978
Total 7,779,712 7,650,554

Automated Process Control System
SAP ERP

Currently, modern information systems and tech-
nologies represent a major tool for efficient organi-
zation management under conditions of continuously
varying external and internal environment. ERP sys-
tem by SAP Company is an integrated solution, which
consists of organizational and economic applications
designed for all business spheres. SAP ERP solution
establishes new standards in the field of the Com-
pany resource management, offering new functions
and possibilities. Since 01.01.2006, OAO Nizhnekam-
skneftekhim has put the automated process control
system based on ERP software by SAP Company into
commercial operation.

Operating Outcomes of 2009

The “Hydrocarbon Balance of OAO Nizhnekam-
skneftekhim Production Units” has been developed,
that provides automated determination of stock ma-
terial processing losses at period end closing in OAO
Nizhnekamskneftekhim for predetermined period of
time.

In order to gain additional competitive advantages
and strengthening of business relations with the
strategic consumers of end products, the work on the
improvement of automatic data exchange between
ERP systems of the Continental Company and OAO
Nizhnekamskneftekhim through Rubber Network
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Portal was performed. OAO Nizhnekamskneftekhim
has full technical possibility to integrate with other
global consumers of chemical products, participants
of Elemica trade platform.

The “Dispatch Lot Management Monitor” was devel-
oped. The program is intended for optimization of the
process of the end product dispatching. Starting Jan-
uary 1, all data required by customs are transferred
automatically from the EPR System, this makes it
possible to prevent the unreasonable increase of ex-
penses and to keep responsiveness of the customs
clearance of the exported products.

The software system for automated planning of pur-
chase, recording, and distribution of working clothes
and safety boots was implemented. This task permits
forming of more precise and substantiated plans for
provision of OAO workers with personal protection
equipment and working clothes with regard to an-
thropometric data of workers, wear life, and date of
actual receipt.

In order to improve the pass entrance system, the
checkpoints of the Access control department and
the entry control facilities are supplied with the in-
formation on actual preparedness of salable product
lots for loading into transport vehicles.

The integrated database was created for all equip-
ment of OAO Nizhnekamskneftekhim: process,
power, and measuring means. The created database
makes it possible to monitor the orders for technical
maintenance and repair of equipment for every in-
dividual piece of equipment and to reflect the actual
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information on financial and labor costs of the equip-
ment repairs in analysis reports.

The Information security monitoring MaxPatrol, at-
tack detection, and active audit system are being im-
plemented for continuous technical audit of security
at all levels of the information system. In the context
of accounting the real assets of OAO Nizhnekam-
skneftekhim, the component “Real Property Man-
agement” in SAR ERP System is being introduced.

In line with the strategy of implementation and devel-
opment of the SAP ERP Enterprise Management Sys-
tem and the necessity of OAO Nizhnekamskneftekhim
share accounting, the project for implementation of
the task complex “Maintenance of the sharehold-
ers database and dividend calculation in OAO Nizh-
nekamskneftekhim” was created. The pilot-com-
mercial implementation is scheduled for 2011.

Energy saving

Energy saving is a priority line of activity of OAO
Nizhnekamskneftekhim which amid the power sec-
tor reform, rising utilities prices is a significant in-
ternal reserve that would significantly increase not
only its own production but also the gross regional
product.

The company is the largest consumer of energy
among the industrial enterprises of Tatarstan con-
suming 9.2% of electrical power and 29.2% of ther-
mal energy generated by the entire power system of
the Republic of Tatarstan. In 2010 the company con-
sumed 2.1 billion kWh of electricity amounting to 3.7
billion rubles, 9.5 million Gcal of thermal energy to
the amount of 9.1 billion rubles and 665 million m3 of
natural gas amounting to 1.8 billion rubles. The total
acquisition cost of these utilities amounted to 14.6
billion rubles.

OAQO Nizhnekamskneftekhim successfully imple-
mented the First and Second energy saving pro-
grams. Measures introduced within the framework
of the programs have facilitated the decrease in the
expenditure on the energy imports, yearly reduction
of utilities consumption rates per unit of output. Dur-
ing the period of the First Energy saving program

(from 2000 till 2005) 418 energy saving measures

were implemented. Savings amounted to 632.3 mil-
lion rubles. The economy made 1.6 million Gcal of
thermal energy, 122 million kWh of electrical power
and 77 thousand tons of fuel equivalent.

During the period of the second Energy saving pro-
gram (from 2006 till 2010) 457 energy saving meas-
ures were implemented. The economy made 3.5
million Gcal of thermal energy, 127 million kWh of
electrical power and 79 thousand tons of fuel equiv-
alent. Economy of implementation amounted to 2.7
billion rubles.

To reduce energy costs and to make products
more competitive in August 2007 OAO Nizhnekam-
skneftekhim commissioned a cogeneration Gas-Tur-
bine Unit GTU-75 representing an innovative technol-
ogy with high technical and economic performance
and contributing to higher reliability and manoeu-
vrability of the Nizhnekamsk Thermal Power Plant
power equipment. From 2008 through 2010 GTU-75
generated 1.4 billion kWh of electrical power and 2.3
million Gcal of thermal energy.

With the introduction of Rules for the electric power
retail market subject to the RF Government Reso-
lution No.530 OAO Nizhnekamskneftekhim further
proceeds in the new transitional period conditions
of the power engineering reforms. Energy supplies
have been contracted in view of the new operating
conditions at the electric power retail market, which
ask for daily requests for a planned hourly consump-
tion of electric power two days in advance. Efforts are
underway to introduce OAO Nizhnekamskneftekhim
to the wholesale electrical power market.

To enhance reliability in energy supply the Company
replaces the old electrical equipment control boards
(0.4 kV] with Siemens control boards. This Program
has been implemented since 2005 and is scheduled
till 2012. Replacement of 250 control boards and 27
distribution substations and transformer substa-
tions is envisaged.

Over the period of 2005-2010 144 0.4 kV control
boards were replaced at Butyl Rubber, Synthetic
Rubber, Isoprene Synthetic Rubber, Ethylene, Eth-
ylene Oxide, Divinyl & Hydrocarbon Feed Plants,
Oligomer Plant, Sewage & Waste-Water Treatment
Facilities, Utilities Supply Systems, as well as a dis-
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ed at Butyl Rubber Plant and 6 kV |ndoor SW|tchge r
at Treatment Facilities. As part of this program old
converters and control boards have been replaced
with Siemens equipment on rubber finishing lines.
Converters, bailing press control boards and control
stations have been replaced on 10 finishing lines.

In 2010 following the joint program to enhance reli-
ability in energy supply and to reduce blackout risks
for the Nizhnekamsk Industrial Hub the Company re-
placed the obsolete system “isolating switch — short-
circuiter” with an up-to-date system using elegas
circuit-breakers at seven main step-down substa-
tions.

Perspective activities for the year 2011

P Renovation of 6 kV distribution boards, 6/04
transformer substations, 0.4 kV PCBs of SIVA-
CON series, Siemens company.

Replacement of electric drives control systems
with variable-frequency drives.

Upgrading of the worn-out power equipment.
Overhaul of electric motors with change of the
worn-out windings.

Full repair of lighting network at Isoprene Mono-
mer and Synthetic Rubber plants with usage of
Philips luminaries.

Replacement of oil-filled bushings with solid in-
sulation bushings at PP-1.

Replacement of 6 kV cables for power supply of
Air Nitrogen Plant and Ethylene Oxide plant (for-
eign manufacture).

Replacement of pressure regulator valves with
GRP-1.

Renovation of steam pipe line, raw A from c PTK-
1 NK Thermal Power Station

vV vy V

v
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Energy Saving Program for the period 2011-2015
with a perspective up to 2020 .

For further implementation of energy saving activity
in order to reduce energy consumption OAO Nizh-
nekamskneftekhim drafted the third Energy Saving
Program for 2011-2015 with a perspective up to 2020
on the basis of Federal Law No 261-FZ of 23 Novem-
ber 2009 “On Energy Saving and Energy Efficiency
Increase and Amending Certain Legislative Acts of
the Russian Federation” and the Energy Strategy of
Russia up to 2020.

261 energy saving measures have been planned with-
in the program that should help to save 374.4 million
kWh of electricity, 2.2 million Gcal of thermal energy
and 50 tons of conventional fuel. Currently, additional
measures aimed at reducing the consumption of en-
ergy, feedstock and materials are being introduced
to the program.
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0AO Nizhnekamskneftekhim utilities consumption from OSBL
(without subabonents) for the year 2010

2010
Utity measurement | number | 2mount thousand of rubles
Electric power th.kWh 2,183,486 3,707,701
Heat power Geal 9,567,991 9,146,807
Fuel th.m.3 665,305 1,791,185
Fuel oil t 1,102 8,343
Total 14,654,036
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7 billion rubles

Net profit of OAO Nizhnekamsk exceeded
7 billion rubles in 2010.



Financial Statements

Balance Sheet

Profit and Loss Statement

Material Aspects of Accounting Policy and Reporting in Financial Statements
Auditor’s Report

Findings of Auditing Committee



As of the beginning| As of the end of
ASSETS Code | of the accounting | the accounting
year year
1 2 3 4
I. NON-CIRCULATING ASSETS
Intangible assets 110 165 142
Fixed Assets 120 32,372,908 30,772,843
Uncompleted Construction 130 1,718,222 2,001,396
Income yielding investments into tangible assets 135 - -
Long-Term Financial Investment 140 7,616,707 6,876,723
Deferred tax assets 145 132,617 177,879
Other non-circulating assets 150 942,826 1,029,321
TOTAL for Part | 190 42,783,445 40,858,304
[I. CIRCULATING ASSETS
Reserves 210 5,144,971 6,560,154
including:
feedstock, materials and other similar assets 211 3,330,083 4,050,056
rearers and fatteners 212 - -
incomplete production costs 213 1,747,315 2,429,415
finished products and goods for re-sale 214 1,125 1,361
shipped goods 215 - -
deferred expenses 216 66,422 79,296
other reserves and costs 217 26 26
Value added tax for assets purchased 220 611,671 817,517
Ejlgerj\éibslﬁzétodgttee;])resumably paid within more that 12 months after the 230 392,422 160,806
including buyers and customers 231 279,491 66,438
Sﬁggtl\/j:tlgf (to be presumably paid within 12 months after the balance 240 4,974,746 6,410,080
including buyers and customers 241 3,226,672 3,920,315
Short-Term Financial Investments 250 367,167 634,976
Monetary assets 260 2,258,126 2,675,654
Other circulating assets 270 546,372 775,399
TOTAL for Part I 290 14,295,475 18,034,586
BALANCE 300 57,078,920 58,892,890
As of the beginning| As of the end of
LIABILITIES Code of the accounting | the accounting
year year
1 2 3 4
Ill. CAPITAL & RESERVES
Capital Stock 410 1,830,240 1,830,240
Treasury shares purchased from shareholders 411 - -
Additional fund 420 6,697,607 6,695,043
Reserve fund 430 112,445 112,445
including:
reserves, formed in accordance with legislation 431 - -
reserves, formed in accordance with constituent documents 432 112,445 112,445
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Manager

February 28, 2011

Undistributed profits (uncovered loss) 470 20,238,093 27,283,055
TOTAL for Part Ill 490 28,878,385 35,920,783
IV. LONG-TERM LIABILITIES
Loans and credits 510 9,125,657 7,795,358
Deferred tax assets 515 1,048,320 1,125,499
Other long-term liabilities 520 666,083 86,567
TOTAL for Part IV 590 10,840,060 9,007,424
V. SHORT-TERM LIABILITIES
Loans and credits 610 6,977,885 5,051,058
Accounts payable 620 9,890,703 8,783,841
including:
suppliers and contractors 621 6,658,531 5,761,201
Company staff liabilities 622 241,086 468,494
state non-budgetary funds liabilities 623 45,952 117,969
taxes and dues liabilities 624 280,394 252,167
other creditors 625 2,664,740 2,184,010
Participants (founders) liabilities for income payment 630 461,852 3,277
Deferred revenue 640 29,950 126,506
Reserves for future expenses 650 - -
Other short-term liabilities 660 85 1
TOTAL for Part V 690 17,360,475 13,964,683
BALANCE 700 57,078,920 58,892,890
As of the begin- | As of the end of
Metrics Code | ning of the ac- | the accounting
counting year year
1 2 3 4
Leased fixed assets 910 792,325 342,182
including leasing 911 133,000 -
Impounded material assets 920 49,141 128,610
Commissioned goods 930 - -
Charged liabilities of insolvent debtors 940 66,211 60,013
Securing obligations and payments - received 950 739,965 1,774,818
Securing obligations and payments — delivered 960 1,712,562 1,888,272
Housing funds depreciation 970 18,202 19,965
De‘preuatlon of external improvement objects and other similar 980 6,527 7,561
objects
Intangible assets, received for usage 990 - -
Other values cost 1000 357,682 401,208

nt ~ I.R. Yakhin
4
‘/,
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Metrics Code For the ac.counting F;;:il;?lfn:-::r
[ET previous year
1 2 3 4
PROFIT AND LOSS FROM ORDINARY ACTIVITIES
proceede el iom slinggoote posucs oy senices | g0 | guamons | soasera
Cost of goods, products, labor, services sold 020 (75,770,342) (51,920,119)
Gross profit (loss) 029 18,636,754 8,342,019
Business costs 030 (2,615,602) (2,063,197)
Administrative costs 040 (3,720,258) (3,727,456)
Profit (loss) from sales 050 12,300,894 2,551,366
OTHER PROFIT AND LOSS

Interest receivable 060 22,500 54,603
Interest payable 070 (1,049,053) (1,127,913)
Profit for partnership with other organizations 080 76,639 602,388
Other receipts 090 45,218,456 28,618,880
Other losses 100 (47,207,989) (30,000,282)

120 - -

130 - -
Pretax profit (loss) 140 9,361,447 699,042
Deferred tax assets 141 45,262 21,178
Deferred tax liabilities 142 (77,179) (304,677)
Current income tax 150 (2,154,788) (17,051)
Income tax and other similar payments 160 (349) 25,830
Net profit (loss) for the accounting period 190 7,174,393 424,322

FOR REFERENCE

Recurrent tax liabilities (assets) 200 316,218 160,742
Basic earnings (loss) per share 210 A 0.26
Diluted earnings (loss) per share 220 - -
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DESCRIPTION OF CERTAIN RECEIPTS AND EXPENDITURES

For the similar period of the
’ For the accounting period
Metrics Code previous year
Profit Loss Profit Loss
1 2 3 4 5 6

Penalties, fines and forfeits, cknowledged
or fgr. which court [a.rbltr.atlon court) 230 5,794 84,117 6,827 98,382
decisions were obtained in respect of
recovery thereof
Previous years profit (loss) 240 33,431 287,470 56,202 54,222
Reimbursement of losses caused by failure
to fulfill obligations or by undue fulfillment |250 4,362 330 12,553 1,132
thereof
Currency adjustment for foreign currency 260 4 498,500 4413.922 6.244.615 6.838.854
transactions e T e e
Deductions to valuation reserves 270 X 621,839 X 38,601
Amortlzat.|on of recelyableg and accounts 280 1752 2556 9,987 195
payable with expired limitation period -

Chief Accountant A.R. Yakhin
2
‘/,

Mm:m"' &
£ fle
Manager m
February 28, 201 3 ?%
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Basis for making out financial statements

Financialaccounting is made out based onaccounting
rules and requirements applicable in Russian Feder-
ation, namely, Federal Law On Financial Accounting
and Regulations for Accounting and Financial State-
ments in the Russian Federation approved by Rus-
sian Ministry of Finance, as well as based on the ac-
counting policy of OAO Nizhnekamskneftekhim.

In financial accounting assets and liabilities are es-
timated based on actual expenditures except assets
for which the reserves for their cost reduction have
been created in accordance with applicable regula-
tions.

Assets and liabilities in foreign currencies

The official rate of foreign currency to Ruble valid on
date of transaction in foreign currency was used for
accounting of business transactions in foreign cur-
rency. Value of currency notes in organization cash,
resources on bank accounts (bank deposits], finan-
cial and payment documents, securities, accounts
receivable including for borrowing (except received
funds, down payments made and advanced pay-
ments) in foreign currency is indicated in financial
statements as amounts calculated based on official
currency rates valid on December 31, 2009. Currency
rates on this date amounted to 30.4769 rubles for 1
USA Dollar (as of December 31, 2008 — 30.2442 ru-
bles), 40.3331 rubles for EURO 1 (as of December 31,
2008 — 43.3883 rubles). Conversion of Russian Ru-
bles to other currencies is governed by regulations
of currency control.

Exchange differences resulting from adjustment op-
erations during the year (including as of the report-
ing date) expressed in foreign currency of assets and
liabilities cost payable both in foreign currency and
Russian Rubles are covered in other P&L and shown
separately in the financial statement.
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Short-term and long-term assets and liabilities

Financial investments, deferred expenses, accounts
receivables and accounts payables in accounting
balance-sheet are classified as short-term if their
maturity (period of repayment) is no more than 12
months after reporting date. Other indicated assets
and liabilities are classified as long-term ones.

Fixed assets

Fixed assets include assets meeting the require-
ments of Financial Accounting Regulations on Fixed
Assets Accounting (Financial Accounting Regulations
6/1) approved by order of Russian Ministry of Finance
dated March 30, 2001, under No.26n. Fixed assets
include land plots, buildings, machines, equipment,
transportation vehicles and other adequate property
with useful life of more than 12 months.
Constructed, commissioned and actually being used
property, for which the documents are submitted
for state registration, are accounted within fixed as-
sets.

Purchased objects with initial value up to 20 thousand
Rubles per unit are accounted within inventory.
Objects of fixed assets are accounted according to
actual expenditures for purchase (construction).
Initial value of fixed assets received under the con-
tracts, which provide obligation fulfilment (payment]
with non-monetary assets, is considered as the cost
of valuable property transferred or subjected to
transfer by organization. It is defined on the basis
of cost, at which company defines cost of equivalent
valuable property in comparable conditions.
Inaccounting fixed assets are specified at initial value
less amortization accumulated during all operation.
Method of amortization accrual is a straight-line.
Amortization is not accrued for:

land plots;
completely amortized objects not written off the
balance.
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Profits and losses from asset sale are shown in
profit and loss statement as part of miscellaneous
expenses.

Interests on credits gained for financing of the pur-
chase (construction) of these objects accrued before
accounting of fixed assets objects are included into
their initial cost. Interests accrued after accounting
of fixed assets objects are shown in profit and loss
statement within miscellaneous expenses.

Financial investment

Financial investment is accepted for accounting at
initial cost. Initial cost of gained financial investment
is calculated in accordance with Financial Account-
ing Regulations on Financial Investment Accounting
approved by the order of Russian Ministry of Finance
dated December 10, 2002 under No.126n.

With relation to financial investments for which the
current market cost is not defined each year the de-
valuation check is performed before making up the
annual financial statements. In case the devaluation
check confirms existing stable substantial decrease
of financial investment cost which is defined by the
following:

on two reporting dates the value of securities
was substantially (by 5 percent and more) higher
than estimated value (the Company’s share in net
assets of organization defined according to Rus-
sian Accounting Standards);

during reporting period the estimated value was
changed in decreasing way only;

the information on possible increase of estimat-
ed value is not available;

then estimated value of these financial invest-
ments is defined based on data available to the
Company, and the reserve equivalent to the sur-
plus of book value over estimated value is made
for devaluation of financial investments the
amount of which is included into miscellaneous
expenses.

The unit for accounting of financial investments is an
analytical object which is formed in a way to provide
complete and reliable information for each account-

ing object and organizations to which these invest-
ments have been placed (issuers of securities, other
organizations in which the Company is a partner,
borrowers’ organizations etc.].

On securities which market cost is not determined,
difference between initial and par value is attributed
to financial results as a part of other gains (losses)
within securities maturity period evenly, as far as in-
come falling due to them according to issue terms.
Retirement of financial investment, for which the
current market value is not defined, is made accord-
ing to initial cost for each unit in accounting of finan-
cial investments.

Revenues and expenses from retirement of finan-
cial investments are shown as part of other rev-
enues and expenses.

Inventory stocks

Inventory stocks are estimated within the sum of
actual costs for their purchase, except for the cases
recoverable taxes, other than cases set forth in the
Russian Federation legislation.

Retirement of them for production and other pur-
poses is performed on the basis of average (moving]
cost. In this case the calculation of average estimate
includes amount and cost of materials as of the be-
ginning of month and all the received goods before
withdrawal of them.

Inventory stocks which are obsolescent or partially
deteriorated in original quality, or come down with
current market value, the sale cost of which is de-
creased, are specified in balance sheet with deduct-
ed reserve for reduction of valuable property cost.

Owner'’s equity, added and reserve funds

Owner's equity is shown within the par value of ordi-
nary and preferred shares purchased by sharehold-
ers. Amount of owner’s equity is in accordance with
that stated in the Statute.

The Company’s additional capital includes the amount
of final estimation of capital assets as a result of re-
valuation, as well as amounts relating to gratuitously
transferred property in 1996-1997. When an object
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of capital assets is leaving, the amount of final esti-
mation is transferred from the additional capital to
the Company’s retained profits.

According to legislation the reserve fund in amount
of 5 percent of owner’s equity is being generated in
the Company. Allocations to reserve fund were not
performed during the reporting period as the accu-
mulated sum of reserve fund is in accordance with
established amount.

Loans and borrowings received

Loan funds obtained within the open credit line are
reflected in the Company’s accounting in the amount
of actually received monetary means.

Indebtedness on obtained loans and credits in the
Accounting Statements is subdivided into short-term
(with the contractual maturity period maximum 12
months) and long-term (with the contractual matu-
rity period above 12 months).

Long-term indebtedness is transferred into short-
term is done when 365 days remain till main debt
repayment.

Expenses as interest on loans and borrowings are
calculated as of the end of each month and included
into other expenses or investment assets value. The
interest payable to a lender on loans and borrowings
received at first hand for acquiring, forming and (or)
making of investment asset is included into value of
investment assets. In case of use of funds for ac-
quiring, forming and (or) making of investment as-
set received for purposes other than ones connected
with such acquiring, forming and (or) making , the
interest payable to the lender is included into the in-
vestment asset value pro rata share of the said funds
in the total borrowings (loans) payable to the lender
and received for the purposes other than ones con-
nected with such acquiring, forming and (or) making
of the investment asset.

Additional expenses related to borrowings and loans
obtaining are accounted in the deferred expenses
and attributed to expenses equally within the loan
agreement life.
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Recognition of income and expenses

Profits from sale of production and rendering of
services are recognized according to shipments of
production to buyers (rendering of services) and
presentation pay documents to them. They are spec-
ified in financial statements less value added tax,
customs duties and discounts provided to buyers.
Forlong-term production cycle the profits are recog-
nized after completion of work, rendering of service.
For execution of state contracts providing work per-
formance in steps which every of them is prepared
as a separate acceptance report, the profits are rec-
ognized after completion of each step.

Within the miscellaneous profits of the Company the
following profits are recognized:

from foreign currency transactions;

from sales of miscellaneous assets;

exchange rate difference;

dividends;

profits for past periods;

other profits of the Company not relating to its
primary activity.

Business and administrative expenses are complete-
ly recognized during reporting period as expenses
for ordinary activities.

Changes in the Accounting Policy

Changes in the Company’s Accounting Policy in
2010

Correction of mistakes during generation of the
Company’s accounting metrics for 2010 are carried
out according to the Accounting Statement “Correc-
tion of mistakes in the Accounting Reporting and
Statements» (PBU 22/2010).

Essential mistakes of the accounting year 2010, re-
vealed by the Company after termination of the fi-
nancial year, but prior to the approval date according
to the statutory order of accounting statements for
2010, are corrected by final records of 2010.
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Essential mistakes of the previous years (up to
01.01.2010), statements revealed prior the date of
approval of the Accounting Statements for 2010 ac-
cording to the statutory procedure, are corrected by
records for 2010. Thus, comparative accounting pa-
rameters for the previous year are recalculated as
though the mistake of the previous financial year had
never been admitted.

In case of revealing an essential mistake of the fi-
nancial year or a mistake of previous accounting pe-
riods after signing and submission of the account-
ing statement to users (except for owners) and its
submissions to the Company owners, but before the
date of the accounting statements approval accord-
ing to the statutory procedure, the Company makes
out and submits the revised accounting statements
to the users (including owners). The revised state-
ments reveal information on replacement of origi-
nally provided statements, as well as on the ground
for its making out.

Changes in the Company’s Accounting Policy for
201

Starting from the annual accounting statements for
2011, the order of the RF Ministry of Finance comes
into force dated 02.07.2010 Ne 66n “About Forms of
Accounting Statements of Organizations”. Due to dif-
ferences in metrics submission of accounting forms,
according to this order and procedure of submission
of accounting parameters in the accounting state-
ments for 2010 (according to the order of the Ministry
of Finance dated 22.07.2003 Ne 67n), certain account-
ing metrics for the financial year will be presented as
comparative data in the accounting statements for
2011 within other lines of the reporting (see changes
in submission of parameters in forms of accounting
statements below in sections A-D].

e Structure counting F@rms

The order of the RF Ministry of Finance Ne 66n pro-

vides for changes in forms of accounting statements,

focused on data transfer from the accounting forms

to the structure of explanatories to the reporting:
information note on availability of values dis-
counted on the off balance sheet account is ex-
cluded from the form of the balance sheet;
description of certain profits and losses is ex-
cluded from the form of profits and losses state-
ments;
Section 2 “Reserves” is excluded from the form
the capital change statement;
data presented in the Appendix to the balance
sheet (form Ne5) are shown in the form of refer-
ence tables in the explanatory note.

A. Changes in the Balance Sheet
balance sheet figures are to be submitted as of
three accounting dates (December 31 of the cur-
rent, previous financial year, as well as the year
preceding the previous one).
From the line “Other fixed assets”, R&D results
are allocated into a separate line (section “Fixed
assets”).
From the line “Additional capital”, the amount
of revaluation of fixed assets is allocated into a
separate line (section "Capital and reserves”).
From the line “Other long-term liabilities”, re-
serves under contingent liabilities are allocated
into a separate line (section “Long-term liabili-
ties”).
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B. Changes in the Profit and Loss Statement

In structure of the Profit and Loss Statement, refer-
ence metrics are added, i.e. “Result from revaluation
of fixed assets, not included in the net profit (loss)
for the period”, “Result from other operations, not
included in the net profit (loss) for the period”, “Cu-
mulative financial outcome of the period”.

C. Changes in the Capital Change Statement

The following modifications are introduced into sec-

tion 1 “Capital Movement”
Lines added: income/expenditures directly relat-
ing to increase/reduction of the capital, change
of additional capital, change of reserve capital,
revaluation of the property.
Column “"Own shares redeemed from sharehold-
ers is added.
Metrics of the interaccounting period, i.e. “Chang-
es in the accounting policy”, “Result of fixed as-
sets revaluation” are excluded. Changes of the
accounting policy should be included into section
2 of the report on the capital changes “Adjust-
ments connected with changes in the accounting
policy and correction of mistakes”. The result of
revaluation should be reflected in section 1, line
“Revaluation of property within the appropriate
period of revaluation.
The amount of net assets should be presented as
of three accounting dates.

Section 2 “Adjustments in connection with changes
in the accounting policy and correction of mistakes
is added, including information on the organization’s
capital value before adjustments, as well as about
adjustments in connection with changes in the ac-
counting policy and correction of mistakes within ar-
ticles about capital (retained profit/uncovered loss),
other articles about capital.
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D. Changesin'the Cash.Flow Statement .

Receipts from sale of products, goods, works,
services and receipts in the form of rent, license,
commission payments, fees are shown sepa-
rately.

Funds used by Company for payment of divi-
dends, are transferred from the section about
current operations to the section about financing
activities within the Cash Flow Statement.

Preliminary and comparable data

Balance Sheet

In view of the amended accounting policy, starting
from January 1, 2010, the procedure is unified for
line-by-line generation of information in the balance
sheet.

Data of the balance sheet as of the beginning of 2010
are generated by means of adjustment of the bal-
ance sheet data as of the end of 2009, by the execut-
ed stages of unfinished works, excises for petroleum
products and alcohol, as well as by VAT on advance
received.

As of December 31, 2010, within other working as-
sets, the account balance 46 “Executed stages of un-
finished works” in the amount of RUR598,858 thou.
(as of January 1, 2010 — 416,120 thou. rubles said
amount was accounted for within unfinished produc-
tion of line 210 of the balance sheet] is considered.
According to the provisions of State Contract No.
02.531.11.9004 dated 22.11.2007 with the Federal
Agency on Science and Innovations, the Company
undertakes to perform development and engineer-
ing works according to the approved work schedule.
Within the contract, stage-by-stage delivery-accept-
ance of the executed works is stipulated. The date
of works execution (stage of work] should be the
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igning the certificate. Due to duration of :

works cycle under the State Contract from 2007 to
2012, proceeds are acknowledged upon completion
of each stage using account 46 “Executed stages of
unfinished works".

Payment for finished stages of work is effected out
of the funds received from the Federal Budget and
accounted prior to completion of works under the
State Contract within advance payments received
(the amount of advance received as of December 31,
2010, amounted to 676,660 thou.rubles as of January
1, 2010 — 416,120 thou. rubles).

The additional capital and undistributed profit are
brought into compliance with the requirements of
the changed accounting policy reflecting cancellation
of some normative acts. In connection with this fact,
the amount of the accumulation fund 3,468,171 thou.
rubles as of January 1, 2010, was reclassified from

~line 420 "Additional Capital” into line 470 “Undistrib-

uted Profit” of the balance sheet.

Funds received as target receipts and accounted
within other short-term liabilities in the amount of
131,837 thou. rubles were reclassified in the indebt-
edness against other creditors.

Fixed assets transmitted to the operative manage-
ment and accounted within other receivables in the
amount of 104,047 thou. rubles were reclassified and
reflected within other fixed assets.

VAT on advance payments received in the amount of
70,735 thou. rubles and excise on petroleum prod-
ucts and ethyl alcohol in the amount of 57,768 thou.
rubles accounted within lines 240 “Receivables up
to 12 Months” and 220 “VAT on Acquired Values”,
accordingly, were reclassified and reflected within
other working assets.

Item Ne Name of item Amoqnt peiols Corrections, thous. Amqunt )
(entry code) correct;all};, thous. RUR correctlr;)lrjl;, thous.
1 Other fixed assets (150) 838,779 104,047 942,826
2 Reserves (210) 5,561,065 (416,094) 5,144,971
3 Unfinished production costs (213) 2,163,435 (416,120) 1,747,315
4 Other reserves and costs (217) 26 26
5 VAT on purchased values (220) 669,439 (57,768) 611,671
& 12 ot iter e reporting dare (540) 151303 1176,557) 4974746
Other working assets (270) - 546,372 546,372
Additional capital (420) (10,165,778) 3,468,171 (6,697,607)
Undistributed profits (uncovered loss) (470) (16,769,922) (3,468,171) (20,238,093)
10 Payables (620) (9,758,866) (131,837) (9,890,703)
1 Lnedre;?)tr]e:er}ei;%/\]mh regard to Company (240,777) (309) (241,086)
12 Other creditors (625) (2,533,212) (131,528) (2,664,740)
13 Other short-term liabilities (660) (131,922) 131,837 (85)
85
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Profit and Loss Statement

In view of amended accounting policy, starting from
January 1, 2010, downtime costs are accounted with-
in administrative costs. Downtime costs for 2009
amounting to 341,782 thou. rubles were reflected
in other costs within the Accounting Statements for
2009.

Item Ne Name of item COULE SR Corrections, thous Amountinel.
- ) corrections, thous. RUR’ ° | corrections, thous.
y RUR RUR
! Administrative costs (040) (3,385,674) (341,782) (3,727,456)
2 Other costs (100) (30,342,064) 341,782 (30,000,282)
Capital Change Statement
Data of the Capital Change Statement as of 2010 were
generated by means of correction of data included in
the Capital Change Statement as of the end of 2009
for the amount of 3,468,171 thou. rubles (see chang-
es of incoming data in the balance sheet].
. Amount before . Amount incl.
Item Ne '::::e o;;;(-:;r]n corrections, thous. Correctg)ll;;, thous. corrections, thous.
i RUR RUR
1 Additional capital (100) (10,165,778) 3,468,171 (6,697,607)
2 Undistributed profits (uncovered loss) (16,769,922) (3,468,171) (20,238,093)

Information on transactions with the main
supervision management

Fees paid to directors and top management depend-
ing on full or part-time execution of their functions in
the Company are contractual management salaries
and premiums according to annual results. The list
of members of the Board of Directors and Manage-
ment Board is given in section “Corporate manage-
ment” of the explanatory note. Total amount of fees
paid to the members of the Board of Directors, the
Management Board for 2010 is 167 999 thou. rubles
(for 2009 — 155,933 thou. rubles]).
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AUDITOR’S REPORT

To Shareholders of Open Joint Stock Company Nizhnekamskneftekhim:
Body being audited:

Joint Stock Company Nizhnekamskneftekhim

State Registration Certificate of OAO Nizhnekamskneftekhim No. 399/k-4(53) was issued on
July 3, 2001, by the State Registration Chamber of the Ministry of Justice for the Republic of
Tatarstan. Certificate of Inclusion of Entry in the Uniform State Register of Legal Entities about
the legal body being registered before July 1, 2002, No. 1021602502316 of November 5, 2002,
was issued by the Interdistrict Inspectorate No. 20 of the RF Ministry of Taxation for the Repub-
lic of Tatarstan.

423574, Republic of Tatarstan, Nizhnekamsk

Auditor:

Close Joint-Stock Company PricewaterhouseCoopers Audit (ZAO PwC Audit) with the regis-
tered office at: 125047, Russian Federation, Moscow, ul. Butyrsky Val, 10.

Certificate No. 008.890 of State Registration of the Joint-Stock Company was issued by Moscow
Registration Chamber on February 28, 1992.

Certificate of Inclusion of Entry in the Uniform State Register of Legal Entities about the legal
body being registered before July 1, 2002, No. 1027700148431 of August 22, 2002, was issued
by Moscow Interdistrict Inspectorate No. 39 of the RF Ministry of Taxation.

ZAO PwC Audit is a member of Nonprofit Partnership “Auditor Chamber of Russia” (NP ACR)
being a self-controlled entity of auditors — Registration Number 870 in the Register of NP ACR
members.

The principal record registration number (PRRN) in the Register of Auditors and Auditor Or-
ganizations is 10201003683.

Close Joint-Stock Company PricewaterhouseCoopers Audit (ZAO PwC Audit)
Business Center “Belaya Loshad”, ul. Butyrsky Val, 10, Moscow, Russia, 125047
Tel.: +7 (495) 967 6000, Fax: +7 (495) 967 6001 www.pwc.ru
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pwc AUDITOR’S REPORT
To Shareholders of Open Joint Stock Company Nizhnekamskneftekhim:

We audited the attached Financial (Accounting) Statements of Open Joint Stock Company Nizhnekam-
skneftekhim (hereinafter referred to as “Company”), which comprises Accounting Balance Sheet as
of December 31. 2010, Profit and Loss Statement, Capital Changes Statement, Cash Flow Statement
for 2010; other Appendices to the Accounting Balance Sheet and Profit and Loss Statement and Ex-
planatory Note (hereinafter collectively referred to as “Accounting Statements”).

Company Management Responsibility for Accounting Statements

The Company Management is responsible for preparing and reliability of said Accounting Statements
in line with Russian Federation rules of making out Accounting Statements and for internal control
system, required for making out Accounting Statements, which do not contain material misstate-
ments resulting from unfair act or mistakes.

Auditor’s Responsibility

Out duty is to express the opinion on reliability of these Accounting Statements based on the audit
carried out. We performed the audit in line with the Federal Standards of Auditing Activity and Inter-
national Auditing Standards. Such Standards require compliance with applicable ethical principles, as
well as planning and carrying out the audit in a manner sufficient for obtaining reasonable assurance
that the Financial (Accounting) Statements are free of significant falsification.

The audit included carrying auditing procedures directed to obtaining auditing evidence supporting
figures given in the Accounting Statements and disclosure therein information. Selection of auditing
procedures is a matter of our judgement, which is based on the risk assessment of material misstate-
ments resulting from unfair act or mistakes. In the process of such risk assessment we reviewed the
internal control system, which ensures making out and reliability of said Accounting Statements in
order to select appropriate auditing procedures, but not with the purpose to express opinion about
the effectiveness of the internal control system. The audit also included estimation of appropriateness
of the accounting policy used and relevance of estimated figures, obtained by the Company, as well as
estimation of the Accounting Statements presentation in general.

We believe, that auditing evidence obtained in the process of the audit gives reasonable ground to
express our opinion with regard to reliability of the Accounting Statements.

Opinion

In our opinion, the Accounting Statements fairly reflect, in all material respects, the Company’s finan-
cial status as of December 31,2010, outcomes of its financial and economic activities and cash flow
movement for 2010, in line with the Russian Federation rules of making out the Accounting State-
ments.

February 28, 2011

Chief Manager of
ZAQ Pricewaterhouse Coopers Audit
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Kazan February 28, 2011

The Auditing Committee of OAO Nizhnekamskneftekhim was elected at the Annual General Shareholders’
Meeting on April 15, 2010, based on Article 85 of the Federal Law “About Joint Stock Companies” and Statute
of OAO Nizhnekamskneftekhim.
During check-out procedure, the Committee reviewed the Annual Report and Annual Accounting Statements of
OAO Nizhnekamskneftekhim for 2010.
In the course of such audit, it was recognized, that:
1. In 2010, OAO Nizhnekamskneftekhim's activity was in compliance with the Russian Federation Legislation.
The Accounting Statements were made out on the basis of the Russian Federation Accounting Rules. The ac-
counting policy for the year 2010 was approved by the General Director of OAO Nizhnekamskneftekhim by Order
No 506 dated 30.12.2009.
2. Sales revenue in 2010 amounts to 94,407,096 thou. rubles profit on sales — 12,300,894 thou. rubles pretax
earnings — 9,361,447 thou. rubles net income 7,174,393 thou. rubles.
3. The Company'’s balance sheet assets as of 31.12.2010 equaled to 58,892,890 thou. rubles including the fol-
lowing:
e Non-current assets amount to 40,858,304 thou.rubles among them 30,772,843 thou. rubles fall within
fixed assets — 75.3% of the Company'’s total non-current assets;
e Working assets amount to 18,034,586 thou. rubles among them:6,560,154 thou. rubles fall within in-
ventories ® 36.4% of the total working assets, 6,410,080 thou. rubles fall within receivables — 35.5% of
the total working assets;
¢ Capital and Reserves amount to 35,920,783 thou. rubles;
 Long-term liabilities amount to 9,007,424 thou. rubles among them 7,795,358 thou. rubles (86.5%)] fall
within loans and borrowings;
e Short-term liabilities amount to 13,964,683 thou. rubles including 5,051,058 thou. rubles (36.2%), which
fall within short-term loans, and 8,783,841 thou. rubles (62.9%], which fall within payables.
No evidence of wages late payment was revealed, current wage arrears as of 31.12.2010 was equal to 468,494
thou. rubles.
4. Net asset value of OAO Nizhnekamskneftekhim as of 31.12.2010 amounted to 36,047,289 thou. rubles.
The Company’s Accounting Statements allow to figure out a complete and objective concept on financial and
economic activity of the Company and outcomes thereof. No facts of breach of the order of Financial and Ac-
counting Statements presentation were disclosed. The accounting is in compliance with the Russian Federation
Legislation. The Company keeps to the term of making Statements.

Based on audit and analysis of OAO Nizhnekamskneftekhim’s activity, the Auditing Committee has sufficient
ground to confirm reliability of the data, contained in the Annual Report and Annual Accounting Statements of

OAOQ Nizhnekamskneftekhim for 2010. /V

Chairman of Auditing Committee: // 0.V. Ignatovskaya

Members of Auditing Committee: [.V. Larionov
7 AK. Imagilova

R.R. Shamgunov

— =
% A.l. Galeev
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2 3 4 07 million rubles

In 2010 OAO Nizhnekamskneftekhim
implemented 30 activities within the Perspective
Ecological Program for 2007-2015. Costs for their
execution amounted to 234.7 min. rubles




social responsibility

Environmental safety
Industrial and work safety
Personnel

vV vywvy

Social policy



4

P

sclal res

Environmental safety

The work on the environmental management at
OAO Nizhnekamskneftekhim was performed in ac-
cordance with the declared ecological policy whose
primary objective is the increase of ecological effi-
ciency.

Environment management system has been func-
tioning in compliance with the international standard
ISO 14001:2004. The practical work was performed
in line with the long-term ecological program intend-
ed for the period from 2007 through 2015.

OAO Nizhnekamskneftekhim has a series of the nec-
essary environmental facilities and their book value
in 2010 was over 2.5 billion rubles and the operating
costs amounted to RUR 2.2 billion rubles.

By the results of monitoring of environmental con-
ditions conducted by the accredited laboratories of
OAO Nizhnekamskneftekhim there were no emer-
gencies revealed associated with contamination of
the environment.

From the results of analyses performed in the area
of the wastewater outlet, basically there is no impact
of the biologically treated sewage water on the qual-
ity of water of Kama river.

In 2010 30 actions were implemented under the long-
term ecological program for 2007-2015 and environ-
mental action plan, whose costs of the implementa-
tion amounted to 234.7 million rubles.

From 2007 to 2010, 128 operations were performed
within the long-term ecological program and the
costs amounted to 1.494 billion rubles.

During the period from 2005 to 2010, there was a

reduction of specific consumption of water for do-
mestic needs by 2%, cooling water by 13.2%, elec-
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tric power by 17%, heat energy by 29.3% and fuel by
7%. The specific atmospheric emissions were cut by
60%, specific discharge of waste water by 25.2%, the
specific formation of unutilized production wastes by
23.5%, and the efficiency of land use has increased
by 20.4%.

On several occasions, positive results of environ-
mental activity of OAO Nizhnekamskneftekhim
gained recognition both on the republican and the
federal levels. In 2010, the Company was granted the
winner’'s diploma of “Ecoleader” Republican Award
in the category “For effective environmental man-
agement” and it became the absolute winner of the
national ecology prize “EcoWorld” and reconfirmed
the title «Leader of environmental activity in Russia-
2010».

Pollutant emissions to atmosphere
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otection of ambient air
Gross pollutant emissions into the atmosphere in
2010 amount to 26.3 thousand tons. Gross emis-
sions decreased by 0.15 thousand tons compared to
the same period of 2009. The reduction was due to
modernization of equipment, use of flare vent gases
as the fuel and optimization of technological proc-
esses.

Sound water use

In order to improve the quality of wastewater dis-
charged to Kama river after the biological treatment
plants a certain scope of work was continued in 2010
for modernization of the facilities of biological treat-
ment plants:

Two aerotanks 16/5-6 were repaired and sludge
scraper on the preliminary settling tank 09/2 and five
drum screens were replaced on the final treatment
station.

As a consequence, in 2010 the contents of suspended
matters, oil products, ammonium ions, nitrites and

Formation of unusable waste
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discharged to Kama river

To ensure a reliable operation of the biological treat-
ment plants and prevent the emergency pollution of
Kama river, the sludge is removed from the sludge
tanks 352-6 annually. 17.5 thousand cubic meters of
sludge was removed to the disposal burial grounds
in 2010.

Due to low-water conditions persisting in the Volga-
Kama area and an unfavorable forecast for hydrolog-
ical and water utilization situation in the Republic of
Tatarstan, the active work on reconstruction of wa-
ter intake was begun in the village “Krasnyi Klyuch”
in September to ensure uninterrupted water supply
to the industrial area and to Nizhnekamsk. OAO Sib-
giprokommunvodokanal is in charge of elaboration
of this design. It is planned to make the aquatic area
deeper and to install a system for pumping of water
into the suction chambers of the water intake. Esti-
mated cost is $ 132.9 million.

Discharge of waste water to the water basin
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In 2010 siphoh‘wateF'discharge was arranged from
buffer pond #2 on Tungucha river and preliminary
construction works have been performed to provide
for accident-free removal of sludge from the buffer
pond. After completion of these activities there will
be no accidental discharge of sludge to Tungucha
river.

Repair and renewal operations are conducted regu-
larly on the sewerage facilities. 924 running meters
of pipelines were replaced in 2010, and also 20 valves
were replaced. Repair work was carried out on the
cooling towers, job numbers 792/4, B-4A2, B— 8/1,
B-9/2 A1.

To avoid pollution of soil and ground water, collection
of rainfall discharge was arranged on the outdoor
unit at the divinyl & HC feed plant.

Use of land resources

In 2010 the work was continued for detoxification and
rehabilitation of the closed landfill for burial of indus-
trial wastes: specialized firm 000 “Clean world” was
engaged for collection and subsequent disposal of
oil sludge from “lakes” in the amount of 1731.5 cubic
meters (expenses were 4.5 million rubles). 13 thou-
sand tons of soil was brought in 2010 for rehabilita-
tion of the landfill (expenses were 15 million rubles).
Works were performed on clearing of the forest land
“Korabelnaya roshcha”, 132 hectares in area, and
planting of trees in the Company’'s territories. As
part of landscaping and site finishing of the territo-
ries, 549.2 thousand flower seeds were planted and
perennial grasses were sown on 13 hectare lawns
and 464 trees and shrubs were planted.
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Industrial'and work safety

Industrial safety

76 hazardous industrial facilities of OAO Nizhnekam-
skneftekhim are registered in the state register. Cur-
rently all hazardous industrial facilities of the Compa-
ny have been insured. These activities are constantly
conducted with hazard criteria and number of fea-
tures of hazardous industrial facilities indentification
taken into account. At 0AO Nizhnekamskneftekhim
work on consolidating skills at emergency response
drilland in the process of alarm for instruction is per-
manently carried out. According to emergency local-
ization and control plan made in 2010, 986 alarms
for instruction and 3525 emergency response drills
were exercised. With a view to ensure compliance of
facilities with the prerequisites, schedules and plans
on bringing up hazardous installations to industrial
security specifications were worked out in the Com-
pany. Last year 27 pump items were replaced and 32
pumps were brought up to the codes of pump equip-
ment. In this respect action list to fulfill this job is
compiled. 54 activities were carried out in the inte-
grated companies for 2010 .

Occupational traumatism

In 2010 three reportable injuries occurred. On each
accident commissions were set up, investigations
made, orders issued with the list of measures on non
—admission of similar accidents and deal with retali-
ation to the persons made disorders.

Annual report-2010




I"' . |f & Tt _*. I:-.\.f t‘?" -.!;l'l.
Preventive maintenance war

Per summary work plan of management and tech-
nical services of OAO «Nizhnekamskneftekhim» on
issues of industrial, environmental safety and en-
ergy preparedness of facilities and labor safety in
2010 production control and labor safety divisions
together with the specialists of technical depart-
ments performed 753 intended inspection of the
Company subdivisions covering all kinds of activities
being surveyed.

During overhauls at the plants of the Company ar-
rangement of safe performance of repair, gas haz-
ardous and hot works, industrial safety status have
been daily checked. In addition permanent control
over execution of orders directed to maintaining
labor and industrial safety in the Company subdivi-
sions is performed.

Training

Oneofthetraining formsis holding seminars on eval-
uation preparation of top officials and specialists. All
together 6 seminars on staff instruction were held
by production control department and training cen-
tre where 1,270 leaders and specialists were taught.
In 2010, 155 members of contract emergency rescue
teams were trained and evaluated, more than 1,000
of Company specialists mastered skills of first aid
treatment. Under the plan of preparation and skill
upgrade 7,833 employees, 870 leading specialists
passed training. Per agreements with basic edu-
cational municipal institutions 1,450 students and
hounds were in externship and passed production
practice in subdivisions and workshops of the enter-
prise. 54 full time students of Nizhnekamsk chemi-
cal engineering institute participatedin the program
«Federal experimental site».

Preventive health care
In order to exclude permit to work in the shops with
harmful dangerous substances and harmful factors
of systemic disease people and early detection of oc-
cupational diseases preliminary regular medical and
photofluorographic examinations were carried out.
For 2010, 11,446 persons were subjected to periodi-
cal examination, coverage was 100%.

For 2010 versus 2009 in terms of 100 job holders
decrease of total sickness rate is registered : on a
case basis—by 3.16%, disablement in days —by 4.52%
Decline of sickness rate is noted in all groups.

In 2010, 629 permits were allocated for sanatorium-
resort therapy outside Nizhnekamsk. Health promo-
tion was rendered to 2,068 persons in sanatorium —
preventorium «Korabelnaya roscha».

Gas safety

There were no cases of harmful substances MAC
excess admitted. Compared to 2009 maintenance
group detected 15.6% less drawbacks on gas safety.

Fire safety

In 2010 there were no fires in the Company subdi-
visions admitted. The team of inspection engineers
of FPS together with the specialists of labor safety
performed fire-safety check. Compared to 2009 the
number of remarks reduced by 9.5 %. In general fire
fighting status of OAO

«Nizhnekamskneftekhim» is found to be reason-
able.
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Certification for conformity to International stand-
ard OHSAS 18001

System approach to the issues of security assurance
and staff health maintenance is paramount objec-
tive and half the battle of any dynamic company in-
cluding OAO «Nizhnekamskneftekhim».

To perform certification activity of management
security system CQS company was chosen being
certification authority of the widest international
certification |Qnet (Prague,Czech Republic]. Annu-
ally specialists of 1Qnet perform supervisory audits
of management security system for conformity to
regulation of international standard OHSAS 18001. In
September 2010 audit company IQnet handed in to
stock company Gold system conformity certificate in
the field of safety, ecology and quality to internation-
ally accepted job methods.

Management security system covers all
organizational aspects of enterprise business re-
garding the issue of safe work environment at op-
erational location. Among these are maintenance,
planning, training and examination of work balance
and moral incentives of the staff for positive results
of activities on labor and industrial safety.

Personnel

96

Human Resources

Human resources management in OAO Nizhnekam-
skneftekhim is based on staff —organization partner-
ship relations principle and focused on formation of
integrated corporate environment ensuring dynamic
development of the Company which is documented in
the Staff Management Policy.

Personnel

As of 31.12.2010 OAO Nizhnekamskneftekhim em-
ployed 17,620 people of more than 300 occupations.
Personnel grade in 2010.

KappoBbii cocTaB

12.7% Managers

2235 14.7% Specialists
2586

-

100% Total headcount 1.5% Officers
17620 people 267

71.1% Workers
12532
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onnel structure by Level of Educatia

In 2010 tendency of growth of intellectual level of
workers is preserved: the number of people having
higher education at 0AO Nizhnekamskneftekhim is
5,188 people which is 29.4 % of the total headcount.

Science degree Education
Personnel Total | Doctor of | Candidate Secondary Basic General (Bis;: g?r::ra;
category science | of Science | Higher | vocational vocational |secondary postp ry
Managers 2,235 |4 28 1,749 416 Lb 25 1
Specialists 2,586 |0 9 2,149 374 28 34 1
Officers 267 0 0 112 62 52 40 1
Workers 12,532 |0 0 1,178 2,987 5,801 2,342 224
All categories 17,620 |4 37 5,188 3,839 5,925 2,441 227

Age Composition of Personnel
For 10 years average age of personnel in OAO Nizh-
nekamskneftekhim remains at 40 years level due to
replacement of retired employees by graduates. Av-
erage age of personnel in 2010 was 38.8 years, man-
agers—42.8years, specialists —37.7 years, workers —
38.4 years.
Age Composition of Personnel
3000— 2931
2746

2500— 2358 2489
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2000— 1806
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1270
1000—
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years  years years years years years years years years years
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In order to find the reasons of job quitting each per-
son is interviewed individually. These reasons are
studied and analyzed. In 2010 the number of resigned
personnel was 1,438 people, among them 608 people
quitted their jobs voluntarily and 112 people left for
military service.

Of all employees dismissed owing to staff turnover
81.9% are men, 18.1% —women. Growth of staff turn-
over rate was facilitated by Nizhnekamskneftekhim
personnel leaving for OAO TANEKO within the frame-
work of Corporate Partnership Agreement between
petrochemical and refining companies of RT dated of
15.11.2007.

Indices 2010
Staff turnover, total (%) 3.79
Including:
- workers 4.15
- specialists 3.08
- managers 2.62
98

In order to reduce risks of staff management, the

Company elaborated a system of personnel recruit-

ment which includes vocational guidance in educa-

tional institutions of the city, training of personnel in

basic educational institutions, employment of volun-

teers, and employment by virtue of assignment from

the municipal center of employment. In 2010, the

number of recruited personnel made 1,422 people,

including young people under 30 years old — 1144, af-

ter military service — 232.

The main source of the Company replenishment with

young specialists and workers is basic educational

institutions:

P Kazan State Technological University;

P Nizhnekamsk Chemical and Technology Insti-
tute;

P Nizhnekamsk Petrochemical College;

P Vocational Lycee PL-44;

P Nizhnekamsk Technology College.

Selection of Personnel

Personnel is carefully selected, and correspondence
of candidate’s objective characteristics with compa-
ny’s requirements is checked, including psychodi-
agnostic testing of already employed and new work-
ers coming to the production areas associated with
operation of hazardous production facilities. In the
process of testing psychological immunity against
professional hazards is checked, i.e. ability to avoid
triggering those hazards and in case of emergency
situation — to take fast actions. 1,041 people were
tested in 2010.
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ata on Employ ates
In2010,386gra eemployed. 1,450 students

had in-plant training at OAO Nizhnekamskneftekhim.
The profession of petrochemist has become prestig-
ious in the city. The competition at basic educational
institutions of the city is at high level.

In order to reduce social risk connected with pro-
vision of personnel in quantity and quality required
for production, since 2001 the essentially new form
of engineers training has been put in place at the
Company. There is an agreement with Nizhnekamsk
Chemical and Technology Institute (NKTI) on creation
of the Federal experimental platform on the basis of
OAO Nizhnekamskneftekhim, about one-year train-
ing of the 5-th year students at the working places.
According to this agreement annually about 50 NKTI
students have vocational training for various speci-
alities. Upon successful completion of training grad-
uates gain a guaranteed workplace at one of OAO
Nizhnekamskneftekhim'’s plants.

~ One of the most important so -
development is vocational training, refresher train-
ing and advanced training of workers, managers and
specialists of all structural levels of the Company.
For organization of vocational training, an educa-
tional center was established at OAO Nizhnekam-
skneftekhim for staff training, which has the license
of the RF Ministry of Education to carry out training
and refresher training on 100 occupations. In terms
of equipment OAO Nizhnekamskneftekhim's edu-
cational center is one of the best in the Republic of
Tatarstan.
Costs for staff training in 2010 amounted to 18,240
thousand rubles which is 25% more than in 2009.
7,626 employees were trained, among them: 6,756
workers improved their qualification during indus-
trial and technical courses, specialized courses or
were retrained and got the second profession; 870
managers and specialists improved their qualifica-
tion. Based on the results of training, 706 employees
improved their categories.

Data on employment of graduates

Graduates of Vocational
Schools: 174

£

Total: 386 people

Higher School Graduates:
129
Among them: full-time faculties: 95

Graduates of secondary vocational
institutions: 83
Among them: full-time faculties: 76
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Staff Appraisal

Staff appraisal is the most important part of staff pol-
icy of the company. OAO Nizhnekamskneftekhim has
developed the Company standard for certification of
managers and specialists precisely establishing the
order for training, certification and implementation
of certification results. In 2010, 584 managers and
655 specialists underwent the procedure of certifi-
cation.

Petrochemists Attitude Survey

In order to improve quality of work with personnel
systematic enquiries on different subjects are car-
ried out. Knowledge of attitude of staff, of differ-
ent social-professional and demographic groups
facilitates targeted work with personnel, ensures
respecting interests and demands of the Company'’s
personnel, working out measures to improve quality
of work with personnel. In 2010, 4,089 people partici-
pated in different surveys.

Personnel Satisfaction Monitoring
Over 20 years monitoring of personnel satisfaction
with different aspects of work has been implement-
ed in the Company. In 2010, 1,784 petrochemists par-
ticipated in surveys on this subject.

100

Work with Reserve

In order to increase the effectiveness of work with
staff reserve, OAO Nizhnekamskneftekhim has in
place the Company Standard “Staff Selection, De-
ployment and Adaptation. Procedure of Determina-
tion and Preparation of Staff Reserve for Substitu-
tion of Managers and Specialists”. The principle of
candidates selection for reserve is based on a com-
bination of an applicant quality and demands placed
on him (her) with regard to a new position. The re-
serve is completed by categories of positions and in
view of specificity of production. The list of manage-
rial reserve for 2009-2013 includes 643 employees.
The staff reserve list is updated and approved by the
General Director on the annual basis. Each worker
included in the reserve is conducted an individual
work, tested for determination of his (her) admin-
istrative and professional potential. Training of re-
serve is carried out by target directions according to
approved programs. In 2010, 99 employees were put
forward from the reserve.

Mentoring

In the Company graduates from educational insti-
tutions are paid special attention to. Currently the
number of young people under 30 years old makes
29.8 % of the total headcount. Every young worker to
take employment for the first time is mentored by an
experienced employee having a high level of profes-
sional skill for a term of up to 4 months. As a material
incentive mentoring is extra paid in the amount of 15
% of a mentor's base rate, and as moral incentives —
the announcement of gratitude, a photo on the Honor
Board, rewarding with the Certificate of Honor, etc.
In 2010, 2.217.9 thousand rubles were allocated for
extra payments to mentors of young people.
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Pension assignme -

For due assignment of all kinds of pensions to OAC
Nizhnekamskneftekhim's employees (old age, dis-
ability, loss of breadwinner, etc.), specialists of the
Human Resources Department carry out a lot of
work on preparation of all necessary documents and
drawing up preferential inquiries for submission to
the Pension Fund. They provide individual data for
personnel record-keeping with regard to OAO Nizh-
nekamskneftekhim’s staff to the Pension Fund on
the annual basis according to the schedule. In 2010
on request of former employees 576 inquiries were
issued for assignement of pension on preferential
terms.

Retired:

total 323

on preferential terms

(per Sp.No.1, Sp.No.2): 371 disability pension:

26

4

10

Total pensions assigned:
571

160

Rewarding a

In 2010 the Title of Veteran of Labor of OAQ
nekamskneftekhim was awarded to 369 employees;
32 employees were placed on the Honor Board of 0AO
Nizhnekamskneftekhim; 1 employee was recorded
in the Book of Honor of OAO Nizhnekamskneftekhim;
Grateful Letters of the General Director of OAO Nizh-
nekamskneftekhim were issued to 5 employees; 875
employees were prized with the Certificate of Honor
of OAO Nizhnekamskneftekhim; 270 employees were
awarded a citation; 53 employees received state,
corporate and municipal awards.

due to loss of breadwinner:

preferential pension due
to other reasons:

on a common basis:
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Social policy

Open joint-stock company Nizhnekamskneftekhim
is a responsible corporate member of the Group of
companies and a diligent participant of the market
economy. Combining these two missions, Company
voluntary and on its own initiative carries out the ac-
tive policy focused on fuller satisfaction of the needs
of the labor collective proper, former workers and
oncoming generation.

This policy promotes creation of the competent col-
lective capable to work efficiently under conditions of
severe competition.

Number of workers of the Company as of 31.12.2010
have made 17,620 persons, the average wages -
27,087 rubles in 2010.

Rehabilitation and recreation

In pursuit of preservation and strengthening of phys-
ical and psychological health of every worker the
Company provides financing for activities directed to
health protection of workers.

In order to provide duly and qualitative health servic-
es to workers, the management of OAO Nizhnekam-
skneftekhim has concluded agreements of obliga-
tory and voluntary medical insurance with insurance
company ZAO Spaseniye. In 2010, for these purposes
were allocated 133.3 million rubles.

The Company maintains sanatorium Karabelnaya
Roshcha (Ship grove) for 250 beds and Dubravushka
recreation camp.

OAO Nizhnekamskneftekhim finances two recrea-
tion camps for children.

Mortgage program

The management of OAO Nizhnekamskneftekhim
places high emphasis on solution of the major social
problem — provision of the workers with a suitable
dwelling.

Being a participant of the Republican program of
the social mortgage, the Company has continued
financing construction of apartments through the
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In 2010, the Company allocated 267 million rubles
and obtained 6.5 thousand square meters of the liv-
ing quarters, and 77 families could improve housing
conditions.

The Company finances 30 typical hostels for 3.5
thousand young families of workers, this arrange-
ment gives them an opportunity to have a temporary
suitable dwelling before they purchase their own
apartments.

Care for veterans

Considering socially vulnerable position of the per-
sons receiving the state pension, the Company pur-
sues a policy, focused on social support of non-work-
ing pensioners.

The Council of War and Labor Veterans represents
in its daily work interests of more than 7 thousand
pensioners.

The former workers of OAO Nizhnekamskneftekhim
receive monthly surcharges to pensions from the
company fund; receive lump sums at retirement for
pension, fees on the Victory Day, on the Day of De-
fenders of Motherland, on the Day of Older Persons,
on the Day of the Chemist and on personal anniver-
saries.

Medical service of veterans is arranged at the ex-
panse of the Company thru the non-state pension
fund.

For monthly additional payments to the pensioners
the Company allocated 54.6 million rubles in 2010.
All pensioners have medical aid from OAO Nizh-
nekamskneftekhim thru ZAO Spaseniye insurance
company at the multi-type central district hospital.
In 2010, the Company allocated 3 million Rubles for
medical treatment of non-working pensioners. They
also get preferential vouchers for sanatorium-and-
spa treatment.

In a year of 65-th anniversary of the Great Victory
veterans of war and workers of the rear have en-
joyed special care and attention from petrochemists.
At the end of March a special party was organized
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for them at sanatorium Karabelnaya Roshcha (Ship
grove); living alone veterans enjoy additional corpo-
rate assistance. Petrochemists actively participated
in the Victory Parade and other festivities.
Administration and trade-union committee of the
Company allocated more than 10 million Rubles for
celebratory actions and honouring of veterans.

Youth policy

The 29.8% of the total number of people working for
the Company are young people at the age under 30.
Average age of workers at the Company is 38.8.

The youth policy at the Company is focused on crea-
tion of jobs for youth; a combination of labor re-
sponsibilities of young workers with an opportunity
of continuation of education, advanced training and
professional development; assistance in providing
young workers and their families with housing ac-
commodation.

All young workers are assigned to instructors, this
allows them to adapt faster to production process.
In 2010, about 400 graduates of the basic educational
institutions joined the Company.

In order to involve them in active industrial and public
activities and to quickly solve the problems of young
families, the Councils for work with young specialists
are formed in the plants.

Research and production conferences, contests of
young innovators and professional skill contests are
annually held at the Company.

In November, on the basis of Nizhnekamsk techno-
logical college, a trade-union conference of college
kids was held, the topic being: “"Manpower reserves
of OAO Nizhnekamskneftekhim”; those present
were: plant managers, trade-union members, rep-
resentatives of the town-council for the Youth and
Sports Committee, and also core group and teachers
of basic educational institutions.

OAO Nizhnekamskneftekhim, by right is the sporti-
est collective of Tatarstan: at the republican review-
competition in 2010 the Company was awarded a di-
ploma and a cup for the best sport and recreation
and mass sports activities among the industrial en-
terprises.

The Olympic Games for the workers are annu-
ally held at the Company, more than 14,5 thousand
sportsmen participated in 56 events in 2010. At the
same time, 19 regular physical training instructors
and 20 voluntary sports helpers organize both shop
and factory competitions and tournaments in the
plants. In addition, a military technical relay race and
tourist meetings are annually conducted for young
petrochemists.

For more than tenyears, the picked team of the Com-
pany is the absolute winner of the Olympic Games
for trade union of workers of chemical industries in
the Republic of Tatarstan.

Participation in social and economic development
of the region

Realizing the social responsibility of business, the
Company voluntary accepts obligations on socially
responsible sharing, both in life of local population
in the region of activity of the Company and society
as a whole.

In August 2010, declared the Year of Teacher, out-
side meetings of teachers including the Minister of
Education of the Russian Federation were arranged
in the Republic of Tatarstan with assistance of OAQO
Nizhnekamskneftekhim; charitable help was ren-
dered to social and educational establishments of
Nizhnekamsk.

The Company furnished corporate assistance to 21
educational establishments, including 13 schools, 2
professional vocational schools, petrochemical col-
lege.
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contact information

Full company name:
0OAO Nizhnekamskneftekhim

Location and postal address:
423574, Republic of Tatarstan, Nizhnekamsk, OAO
Nizhnekamskneftekhim

Date of Company state registration:

Registered on August 18, 1993 by the Ministry of Fi-
nance of the Republic of Tatarstan and entered in the
Registry of joint-stock companies established on the
territory of the Republic of Tatarstan under No. 388.

Re-registered by interregional inspectorate No. 20
of the Ministry of Taxes and Charges of the Russian
Federation for the Republic of Tatarstan on Novem-
ber 5, 2002 and entered in the Unified State Registry
of legal entities under the main state registration No.
1021602502316.

Tax-payer identification number:
1651000010
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Auditor of Company:

Full company name: ZAO “PricewaterhouseCoopers
Audit” — per IFRS & RAS

Independent estimator:
Full company name: 000 Auditing company “Center
Audita & Consaltinga”, City of Kazan

Registrar:

Full company name: 000 “Euro-Asian Registrar”,
Kazan Branch (city of Kazan, ul. Vishnevskogo, 6] .
License for registry keeping activities, register No.
10 000-1-00332, dated 10.03.2005, granted by the
Federal Financial Markets service without limita-
tion of validity. .

Mass media:

List of mass media, publishing, in accordance with
Clause 9.19 of OAO Nizhnekamskneftekhim Articles
of Incorporation, notifications about shareholders’
meetings: Newspapers “Neftekhimik”, Hezmattash
Avazy”, “Nizhnekamskaya Pravda”, “Tugan Yak”
“Respublika
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423574, the Republic of Tatarstan, Nizhnekamsk
0AO Nizhnekamskneftekhim
Teletype «MAYAK» 724614, 724620
Tel.: (8555) 37-71-81, 37-78-38
Fax: (8555) 37-93-09, (495) 255-38-21
e-mail: nknh@nknh.ru http://www.nknh.ru



