CORRAL PETROLEUM HOLDINGS AB (PUBL)

ANNUAL REPORT AND ACCOUNTS
2018

April 25, 2019



TABLE OF CONTENTS

FOrward-LOOKING StAtEMENTS. ........cviiiiieie ittt st st e te e e e sbe et e besreeseesaeane e tesreens ii
Presentation of INdustry and Market DAta ...........ccoooeiieieiiie e e iv
Currency Presentation and DefiNItioNS .........ccooveiiiiiic i iv
Presentation of Financial INfOrmMation............cccoiiiiiiiiii e 7

NON-IFRS FINANCIAI IMBASUIES.........eiieeiieie ittt sneeneeseeenes 7
Exchange Rate INFOIMALION .........ccviiiciii ettt et et e e e sreereenae s 9
RISK FACTOIS ...ttt b bbbt b bbbttt ettt ettt e s 9

Risks Related t0 OUI BUSINESS. ......ccueeuieieieeiesieeiesie ettt et te et snesneeneeseeeneeseesneas 10

Risks Related to our Capital StrUCIUIE.........c.coviiiii i 25
(08 o1 r- 1122 o] USSP 37
Selected Consolidated FINANCIal Data............cccouiiieiiiiiieeeeee et 38
Management's Discussion and Analysis of Financial Condition and Results of Operations................ 42
BIUSINESS ...ttt R R bt R bt R Rt bbb bbbt et ne b 63
Y g To T (=T 0 1T L PP PSPPI 81
Ownership of COMMON STOCK.........c.oiiiie e re e 86
Related Party TraNSACLIONS ........ccveveieeieiti it iese et se e be e teste et e st e saestesteesbesteensesbeaseesaenreenes 87
Description of Certain INAEDTEANESS .........cviiiiriii e 89
Certain INAUSEFY TEIMS ....eeieiiecie ettt et et e st ste et e s be s te e b e s beesbesbeese e besae e s e sreaneeneas 101
Index to FINANCIAl STAIEMENTS .......ciiiiiiiieie bbbt 103



FORWARD-LOOKING STATEMENTS

This Annual Report contains forward-looking statements. We have based these forward-looking
statements on our current expectations and projections about future events. Although we believe that the
expectations reflected in such forward-looking statements are reasonable, we can give no assurance that such
expectations will prove to be correct. These forward-looking statements can be identified by the use of
forward-looking terminology, including the terms “believes,” “estimates,” “anticipates,” “expects,” “intends,”
“may,” “will” or “should” or, in each case, their negative, or other variations or comparable terminology. These
forward-looking statements include all matters that are not historical facts. They appear in a number of places
throughout this Annual Report and include statements regarding our intentions, beliefs or current expectations
concerning, among other things, our results of operations, financial condition, liquidity, prospects, growth,
strategies and the industry in which we operate.

” ”

By their nature, forward-looking statements involve risks and uncertainties because they relate to
events and depend on circumstances that may or may not occur in the future. We caution you that
forward-looking statements are not guarantees of future performance and that our actual results of operations,
our financial condition and liquidity, and the development of the industry in which we operate, may differ
materially from those made in or suggested by the forward-looking statements contained in this Annual Report.
In addition, even if our results of operations, our financial condition and liquidity, and the development of the
industry in which we operate, are consistent with the forward-looking statements contained in this Annual
Report, those results or developments may not be indicative of results, conditions or developments in
subsequent periods. Important factors that could cause those differences include, but are not limited to:

. our ability to generate enough cash flow from operations to satisfy our obligations, which may
otherwise require us to refinance our existing debt;

. volati_lity in market prices for crude oil and refined products resulting in volatility in our refining
margins;

. our reliance on a limited number of suppliers to provide a portion of our working capital;

. increases in competition caused by positive trends in global refining and conversion;

. the competitive nature of our industry;

. operational hazards and our dependence on key refinery assets;

. our ability to comply with existing or newly implemented governmental laws and regulations,

including environmental laws and regulations on climate change, occupational health and safety laws,
competition laws, energy laws, tax laws and other laws in the various countries in which we operate;

. changes in our tax treatment and the tax deductibility of interest;

. our liability for environmental damages, known and unknown;

. the risk of currency and commaodity price fluctuations and our ability to hedge against such risks;

. our need to make substantial capital expenditures with respect to our refineries;

. the potential loss of key management;

. labor disruptions involving our employees and employees of third-parties;

. exposure to economic disruptions in the various countries in which we, our suppliers and our customers
operate;

. the difficulties of comparing our results of operations from period to period;



. changes in our obligations and liabilities incurred in connection with our pension plans; and
. severe weather, natural disasters, climate change, terrorist attacks, threats of war and actual conflicts.

We urge you to read the sections of this Annual Report entitled “Risk Factors,” “Management's
Discussion and Analysis of Financial Condition and Results of Operations” and “Business” for a more complete
discussion of the factors that could affect our future performance and the industry in which we operate. In light
of these risks, uncertainties and assumptions, the forward-looking events described in this Annual Report may
not occur.

All forward-looking statements attributable to us are expressly qualified in their entirety by these
cautionary statements. We undertake no obligation to publicly update or publicly revise any forward-looking
statements, whether as a result of new information, future events or otherwise. All subsequent written and oral
forward-looking statements attributable to us or to persons acting on our behalf are expressly qualified in their
entirety by the cautionary statements referred to above and contained elsewhere in this Annual Report.



PRESENTATION OF INDUSTRY AND MARKET DATA

We have generally obtained the market and competitive position data in this Annual Report from
industry publications and from surveys or studies conducted by third party sources that we believe to be reliable,
including the Swedish Petroleum and Biofuel Institute, the Swedish Statistical Central Bureau, Bloomberg,
Wood Mackenzie, Thomson Reuters, Argus Media and Platts. Where we have sourced information from any
third party, this information has been accurately reproduced and, as far as we are aware and are able to ascertain
from information published by such third party, no facts have been omitted that would render the reproduced
information inaccurate or misleading.

In addition, in many cases we have made statements in this Annual Report regarding our industry and
our position in the industry based on our experience and our own investigation of market conditions. We cannot
assure you that any of these assumptions are accurate or correctly reflect our position in the industry, and none
of our internal surveys or information has been verified by any independent sources.

CURRENCY PRESENTATION AND DEFINITIONS
Currency Presentation
In this Annual Report:
. “$,” “dollar”, “USD” or “U.S. dollar” refers to the lawful currency of the United States;

. “€” or “euro” refers to the single currency of the participating Member States in the Third Stage of
European Economic and Monetary Union of the Treaty Establishing the European Community, as
amended from time to time;

. “SEK,” “krona” or “kronor” refers to the lawful currency of Sweden; and
Definitions
In this Annual Report, unless otherwise provided below:

o “2011 Credit Facility” refers to the $1,850 million revolving credit facilities (of which $73 million was
uncommitted) and $650 million (equivalent) term loan facilities for Preem pursuant to a facilities
agreement dated September 14, 2011, by and among, inter alios, Preem, as borrower, Skandinaviska
Enskilda Banken AB (publ), as facility agent, and the several other banks named therein, as amended
or amended and restated from time to time;

. “2021 Indenture” refers to the indenture that governs the 2021 Notes, entered into on May 9, 2016, by,
and among, inter alios, Corral Petroleum Holdings, Deutsche Trustee Company Limited, as Trustee,
Deutsche Bank AG, London Branch, as Paying Agent, Transfer Agent and Security Agent;

. “2021 Notes” refers to the (i) €570,000,000 aggregate principal amount of euro-denominated 11.750%
/ 13.250% senior PIK toggle notes due May 15, 2021, issued by CPH on May 9, 2016, and
(if) SEK 500,000,000 aggregate principal amount of Swedish krona-denominated 12.250% / 13.750%
senior PIK toggle notes due May 15, 2021, issued by CPH on May 9, 2016;

. “A&R Credit Facility” refers to the 2011 Credit Facility as amended and restated from time to time up
through an amendment and restatement agreement dated October 30, 2017 entered into in connection
with Preem's acquisition of YX Norge’s bulk sales business in Norway, pursuant to which a
$1,542 million revolving credit facility and approximately $68 million (equivalent, translated using an
exchange rate of $1=8.1472 SEK) term facility had been provided to Preem. The term facility was
repaid on July 15, 2016. As of the most recent amendment and restatement date, the parties to the
A&R Credit Facility included, inter alios, Preem, as borrower, Skandinaviska Enskilda Banken AB
(publ), Danske Bank A/S, Danmark, Sverige Filial, DNB Bank ASA, Svenska Handelsbanken AB
(publ), and Swedbank AB (publ), as lenders (collectively, the “Lenders”), Skandinaviska Enskilda



Banken AB (publ), as facility agent, Skandinaviska Enskilda Banken AB (publ) as factoring bank and
Svenska Handelsbanken AB (publ) as letter of credit fronting bank;

“Affiliate” of any specified person refers to any other person directly or indirectly controlling or
controlled by or under direct or indirect common control with such specified person. For the purposes
of this definition, “control” when used with respect to any person means the power to direct the
management and policies of such person, directly or indirectly, whether through the ownership of
voting securities, by contract or otherwise; and the terms “controlling” and “controlled” have meanings
correlative to the foregoing; provided that beneficial ownership of 10% or more of the voting stock of a
person shall be deemed to be control;

“Cash Interest” refers to any interest on the 2021 Notes that is payable in cash on any given payment
date;

“Collateral” or “Share Pledge” refers to the pledge in favor of the Security Agent, for itself and for the
Trustee and the holders of the 2021 Notes over the shares of Corral Petroleum Holdings;

“Corral Morocco Gas & Oil” refers to Corral Morocco Gas & Oil AB, a wholly owned subsidiary of
Moroncha Holdings;

“Corral Petroleum Holdings” or “CPH” refers to Corral Petroleum Holdings AB (publ);
“EU” refers to the European Union;

“Former Corral Petroleum Holdings” refers to the direct, wholly owned subsidiary of Corral Petroleum
Holdings, which was merged into Preem on October 30, 2008;

“Group” and references to “we,” “us” and “our” refers to Corral Petroleum Holdings AB (publ) and all
of its subsidiaries, including Preem;

“IFRS” refers to the International Financial Reporting Standards, as issued by the International
Accounting Standards Board (“IASB”) as adopted by the EU;

“Intercreditor Agreement” refers to the intercreditor agreement dated September 14, 2011 by and
among, inter alios, Preem, the Trustee, the Security Agent, the facility agent and security agent as
amended and/or amended and restated from time to time including by way of an amendment and
restatement agreement dated February 3, 2016, which became effective on the issue date of the 2021
Notes;

“Moroncha Holdings” refers to Moroncha Holdings Co. Limited, the parent company of Corral
Petroleum Holdings;

“Notes” refers to the 2021 Notes;

“OPEC” refers to Organization of the Petroleum Exporting Countries, a perpetual, intergovernmental
organization;

“PIK Interest” refers to any interest payable entirely through the issuance of Additional 2021 Notes
having an aggregate principal amount equal to the amount of interest then due and owing;

“Preem” refers to Preem AB (publ), the direct, wholly owned subsidiary of Corral Petroleum Holdings;
“Preem group” refers to Preem and all of its subsidiaries;

“Subordinated Shareholder Debt” refers to, collectively, the Subordinated Shareholder Notes and the
Subordinated Shareholder Loans;



“Subordinated Shareholder Loans” refers to, collectively, subordinated shareholder loans made to
Corral Petroleum Holdings in connection with certain transactions refinancing the Group's debt in
2011, as amended from time to time, including to extend their maturity to November 30, 2021. The
Subordinated Shareholder Loans bear an interest rate of 5% per annum and are paid in kind
semi-annually. The outstanding principal amount of Subordinated Shareholder Loans have all now
been converted into equity, including as of March 31, 2018, June 30, 2018 and September 26, 2018 by
converting SEK 400 million, SEK 416 million and SEK 92 million equivalent, respectively, from
Subordinated Shareholder Loans to shareholder contributions. As of December 31, 2018, the
Subordinated Shareholder Loans, including accrued interest expense, amounted to $171 million and
€4 million respectively. In order to facilitate an appropriate equity level going forward, Corral
Petroleum Holdings might consider converting also accumulated non-cash (PIK) interest amounts into
equity. Such conversion would be subject to shareholder approval and would likely imply a tax effect
for Corral Petroleum Holdings on any converted non-cash interest amounts.

“Subordinated Shareholder Notes” refers to the euro-denominated varying rate subordinated notes due
2019 (originally issued in an aggregate principal amount of €78,588,101) and to the
dollar-denominated varying rate subordinated notes due 2019 (originally issued in an aggregate
principal amount of $35,058,579) issued by Corral Petroleum Holdings, as amended and restated from
time to time, including extension of maturity to November 30, 2021. The Ultimate Shareholder owns
all outstanding Subordinated Shareholder Notes, comprising an aggregate amount of $97 million and
€217 million, as of December 31, 2018;

“Trustee” refers to Deutsche Trustee Company Limited as Trustee of the 2021 Notes;
“Ultimate Shareholder” refers to Mohammed Hussein Al-Amoudi;

“United States” or the “U.S.” refers to the United States of America; and

we,” “us,” “our,” “Group” and other similar terms refer to Corral Petroleum Holdings and its
consolidated subsidiaries, including Preem, except where the context otherwise requires.
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PRESENTATION OF FINANCIAL INFORMATION

This Annual Report presents selected financial data for the years ended December 31, 2018, 2017
and 2016, which is derived from our audited consolidated financial information as of and for the years ended
December, 31 2018, 2017 and 2016. Our consolidated financial statements have been prepared in accordance
with international financial reporting standards, adopted pursuant to the procedure of Article I of Regulation
(EC) No. 1606/2002 (“IFRS”).

Our consolidated financial statements are presented in Swedish kronor.
Non-1FRS Financial Measures

This Annual Report contains non IFRS measures including EBITDA, Adjusted EBITDA, adjusted cash
flow available for debt service, business margin, gross refining margin, net cash business margin, total financial
third party debt, total financial current third party debt, total financial long term third party debt, net debt, net
third party debt and various pro forma measures that are not required by, or presented in accordance with, IFRS.
We present non IFRS measures because we believe that they and similar measures are widely used by certain
investors, securities analysts and other interested parties as supplemental measures of performance and liquidity.
The non IFRS measures may not be comparable to other similarly titled measures of other companies, have
limitations as analytical tools and should not be considered in isolation or as a substitute for analysis of our
operating results as reported under IFRS. Non IFRS measures such as EBITDA, Adjusted EBITDA, net debt
and net third party debt are not measurements of our performance or liquidity under IFRS and should not be
considered as alternatives to operating income or net profit or any other performance measures derived in
accordance with IFRS or any other generally accepted accounting principles or as alternatives to cash flow from
operating, investing or financing activities.

As used in this Annual Report, the following terms have the following meanings:

. “Adjusted EBITDA” means EBITDA adjusted to exclude inventory gains/losses and foreign
currency gains/losses;

. “business margin” means the difference between the cost of crude oil valued at the actual
crude purchase price, plus variable refining costs in a given month, and the average market
prices for refined products. The difference between refining margin and business margin is
“timing effects.” The timing effect occurs due to the fact that we may not price crude oil
evenly throughout a month, while the refining margin corresponds to average market prices;

. “EBITDA” means net profit/(loss) before interest, taxes, depreciation and amortization and
adjusted for other financial expense and other financial income;

. “gross refining margin” means the difference between the sales revenue received from the sale
of refined products produced by a refinery and the averaged cost of crude oil and (where
relevant) other intermediate feedstocks processed by it. While crude oil costs in general are a
function of supply and demand, there are many grades of crude oil and their relative prices
vary. Like crude oil, different refined products vary in price. A refinery's gross refining
margin is a measure of both the sophistication of the plant's design and its crude oil
purchasing strategy (its ability to produce the most valuable refined product mix from the least
costly crude oil). Thus, a refinery with a cracking facility, such a Preemraff Lysekil, that can
produce a higher percentage of the lighter, higher value fractions, will generally have a higher
gross refining margin than a less complex facility, such as Preemraff Gothenburg;

. “net cash business margin” means the business margin less the refinery's fixed expenses plus
“sales other,” such as storage tickets and harbor fees, excluding depreciation and other
non-cash costs. Fixed expenses consist of, among others, personnel, maintenance, insurance
and property costs. Net cash business margin indicates the cash-generating capability of the
refinery. Our net cash business margin differs from the “net cash margin” used in
comparisons of refineries across the industry generally. Our net cash business margin
represents a measurement used by our management for internal purposes and includes



adjustments for sales of storage depot capacity, sales of storage tickets, sales of harbor fees as
well as timing and inventory effects, each of which adjustments may not be included in the
term “net cash margin” used by other companies.

. “net debt” means total debt less cash and cash equivalents (which includes Subordinated
Shareholder Debt);

. “net margin” means the margin less depreciation and reflects the overall profitability of the
refinery;

. “net third party debt” means total financial third party debt less cash and cash equivalents;

. “refining margin” measures the ability of a refinery to cover the variable refining costs of its

refining process in addition to the cost of crude oil purchases. Variable refining costs consist
of volume-related costs, such as the cost of energy, catalysts, chemicals and additives;

. “total financial current third party debt” means total financial current debt excluding
Subordinated Shareholder Debt;

. “total financial long-term third party debt” means total financial long-term debt excluding
Subordinated Shareholder Debt; and

. “total financial third party debt” means total debt excluding Subordinated Shareholder Debt.

The financial information included in this Annual Report is not intended to comply with the applicable
accounting requirements of the Securities Act and the related rules and regulations of the SEC which would
apply if the Notes were being registered with the SEC.

Some financial information in this Annual Report has been rounded and, as a result, the numerical
figures shown as totals in this Annual Report may vary slightly from the exact arithmetic aggregation of the
figures that precede them.



EXCHANGE RATE INFORMATION

We publish our financial statements in kronor. For your convenience, this Annual Report presents
translations into euro of certain krona amounts at the Swedish Central Bank's exchange rate for the krona against
the euro on December 31, 2018 of €1.00=SEK 10.2753. The following chart shows, for the period from
January 1, 2016 through December 31, 2018, the period end, average, high and low Swedish Central Bank
foreign exchange reference rate for cable transfers of euro expressed as kronor per €1.00.

SEK per €1.00
Period
High Low average(1) Period end

Year

2016, e 9.9826 9.1467 9.4704 9.5669
2007 e 10.012 9.4146 9.6326 9.8497
2018 . 10.6978 9.7570 10.2567 10.2753
1) With respect to each year, the average represents the average exchange rates on the last business day of each month during the relevant period.

On December 31, 2018, the Swedish Central Bank's exchange rate for the krona against the dollar was
$1.00=SEK 8.971. The following chart shows, for the period from January 1, 2016 through December 31, 2018,
the period end, average, high and low Swedish Central Bank foreign exchange reference rate for cable transfers
of dollars expressed as kronor per $1.00.

SEK per $1.00
Period
High Low average® Period end

Year

2016, .. 9.3856 7.9202 8.5613 9.0971
2007 9.151 7.9236 8.538 8.2322
2018, . e 9.1860 7.8434 8.6921 8.9710
1) With respect to each year, the average represents the average exchange rates on the last business day of each month during the relevant period.

On December 31, 2018, the European Central Bank exchange rate for the euro against the dollar was
€1.00=$1.1454. The following chart shows, for the period from January 1, 2016 through December 31, 2018,
the period end, average, high and low European Central Bank exchange reference rate for cable transfers of euro
expressed as dollars per €1.00.

$ per €1.00
Period
High Low average® Period end

Year

2016, e 1.1569 1.0364 1.1069 1.0541
2007 e 1.2060 1.0385 1.1297 1.1993
2018 . 1.2493 1.1261 1.1810 1.1454
1) With respect to each year, the average represents the average exchange rates on the last business day of each month during the relevant period.

The rates in the above tables may differ from the actual rates used in the preparation of the
consolidated financial statements and other financial information appearing in this Annual Report. Our
inclusion of these exchange rates is not meant to suggest that any amount of the currencies specified above has
been, or could be, converted into the applicable currency at the rates indicated or any other rate.

RISK FACTORS

In addition to the other information contained in this Annual Report, you should carefully consider the
following risk factors pertaining to our business. The risks and uncertainties described below are not the only



ones we face. Additional risks and uncertainties of which we are not aware or that we currently believe are
immaterial may also adversely affect our business, financial condition, results of operations, cash flows or
prices of our securities. If any of the possible events described below occur, our business, financial condition or
results of operations could be materially and adversely affected. The selected order in which the following risks
are presented does not have any significance in regard to the likelihood of their realization or the severity of
their economic impact on us.

This Annual Report also contains forward looking statements that involve risk and uncertainties. Our
actual results may differ materially from those anticipated in these forward looking statements as a result of
various factors, including the risks described below and elsewhere in this Annual Report.

Risks Related to our Business

Our ability to generate cash depends on many factors beyond our control and, if we do not have enough cash
to satisfy our obligations, we may be required to refinance all or part of our existing debt.

Our ability to meet our expenses and service our debt, including the payment of Cash Interest on the
Notes, and the repayment of principal on the Notes when due, depends on our future performance. Our ability
to repay principal on the Notes when due may also depend on equity contributions from Moroncha Holdings or
the Ultimate Shareholder, which might not be available. We are affected by financial, business, economic and
other factors, many of which we are not able to control. In addition, tax and other considerations may
effectively limit or restrict our future ability to make payments in respect of the Notes.

We cannot assure you that our business will generate sufficient cash flows from operations or that
future borrowings will be available to us in an amount sufficient to enable us to make interest and principal
payments on our debt, or to fund our other liquidity needs.

If we do not generate sufficient cash flows from operations or if we otherwise do not have enough
money to service our debt, we may be required to refinance all or part of our existing debt, forego opportunities
and delay capital expenditures, or sell assets or borrow more money. These alternative measures may not be
successful and may not be sufficient to enable us to meet our scheduled debt obligations. In the absence of such
cash flows and resources, we could face substantial liquidity problems and could be required to sell material
assets to attempt to meet our debt service and other obligations. We may not be able to consummate those asset
sales to raise capital or sell assets at prices and on terms that we believe are fair, and any proceeds that we
receive may not be adequate to meet any debt obligations then due. If we cannot meet our debt obligations, the
holders of our debt may accelerate our debt and, to the extent such debt is secured, foreclose on our assets
securing such debt. In such an event, we may not have sufficient assets to repay all of our debt.

In addition, any failure to make payments of interest or principal on our outstanding indebtedness on a
timely basis would likely result in a reduction of our credit rating, which could harm our ability to incur
additional indebtedness. For a discussion of our cash flows and liquidity, see “Management's Discussion and
Analysis of Financial Condition and Results of Operations—L.iquidity and Capital Resources.”

Prices for crude oil and refined products are subject to rapid and substantial volatility which may adversely
affect our margins and our ability to obtain necessary crude oil supply.

Our results of operations from refining are influenced by the relationship between market prices for
crude oil and refined products. We are dependent on third parties for continued access to crude oil and other
raw materials and supplies.

We will not generate operating profit or positive cash flow from our refining operations unless we are
able to buy crude oil and sell refined products at margins sufficient to cover the fixed and variable costs of our
refineries. The average price of crude oil in 2018 was USD 71 per barrel, which was higher than the average
price for 2017 of USD 54 per barrel. The year began with a price of USD 66 per barrel. Due to production
decreases by OPEC and a number of other countries, of which Russia is the most important actor, combined
with decreasing inventories, strong global economic growth and higher demand for fuel, the price rose to the top
quote for the year of USD 86 per barrel at the beginning of October, 2018.

10



OPECH+, as the group is called, gradually loosened the production restrictions, the United States’ crude
oil production set new records during the year and an increasing concern for global economic growth reversed
the price curve. Several geopolitical trouble spots affected the view of the world economy, including the greater
tension in trade issues between China and the U.S., the development of the UK’s exit from the EU and a higher
risk of and actual acts of war in the Middle East. The price dropped and ended up at USD 50 per barrel at the
end of the year. OPEC+ again took action in December, 2018 and decided to reduce production beginning in
20109.

The higher crude oil production in the U.S., through so-called “fracking”, has meant that it has
occasionally been at the same actual production level as Saudi Arabia and Russia. The crude oil from the U.S. is
relatively low sulfur and light, which has changed the average global quality of crude oil. When OPEC+ limits
its production, it is mainly high-sulfur and heavy crude oil that does not reach the market. This means that the
global production of heavier oil products, such as high-sulfur heavy fuel oil decreases and the percentage of
light products, such as gasoline, increases. The sharply decreased production from Venezuela also leads to a
decrease in high-sulfur crude oil.

At the same time, there is some adjustment in the global refinery industry prior to what is called IMO
2020 (International Maritime Organization), which means that the sulfur content of marine fuel is being limited
to 0.5 percent if the sulfur is not removed from exhaust gases. This will sharply reduce demand for high-sulfur
heavy fuel oil.

Crude oil is normally priced against the “Dated Brent”. The premiums against Dated Brent for low-
sulfur crude oil were under pressure in 2018 from higher exports from the U.S. High-sulfur crude oil was
strengthened by the reduced global production. The high-sulfur crude oil that Preem buys significant quantities
of had a rising premium during the year and was traded with a positive premium at the end of the year even if
the average for the year was -1.5 USD per barrel, which is close to the average for 2017.

Demand for biodiesel in Europe had a stable increase during the first half of the year while the margins
for the producers in Central and Northern Europe were hard pressed by high feedstock prices, primarily for rape
seed. The influx of inexpensive imported soy- and palm-based biodiesel from Argentina and Asia forced major
cut-backs in the production of rape methyl ester (RME) in the second quarter and part of the third quarter. The
EU’s threat of and subsequent introduction of import duties on soy methyl ester (SME) from Argentina and
palm methyl ester (PME) from Indonesia and the poor harvest of rape seed due to the drought in Europe caused
a major shortage of RME which in turn resulted in record high premiums, up to around USD 800 per metric ton
more than diesel in the last four-month period. A higher mandate and need for RME for the UK for the winter
season was also a contributing cause of the price trend.

High demand for waste-based feedstock, such as Used Cooking Qil (UCO) in Europe was met by
record high exports, mainly from China. In many European countries, UCO can be counted double in the
mandate and often has high Green House Gases (GHG) savings, which is attractive to many buyers in both
Southern and Northern Europe. The import of esterified UCO (UCOME) and hydrated vegetable oil (HVO)
with the same feedstock origin demonstrated an increasing trend. The large influx competed with domestic
production of biodiesel based on animal fat, which was reflected in a somewhat modest price increase during the
year.

The HVO market in Sweden was characterized by an inventory build-up in the first half of the year
prior to the introduction of required reductions at mid-year. The expected large price increase in connection with
the introduction did not materialize and the price of diesel at the pump only rose moderately by SEK 0.25 per
liter. The entirely tax-free B100 product (pure RME) grew in volume during the year when it became
competitive with regular diesel for heavy traffic despite more frequent service intervals in connection with
exemption from taxation beginning on January 1, 2018. The volume of tax-free HVO 100 in Sweden increased
steadily in the first part of 2018, but turned sharply downward after the reduction requirements were introduced.
The cause is difficult to interpret, but is probably due to the increased need for HVO to be mixed with diesel to
meet the demands of the required reductions.

The price of Dated Brent Crude decreased from $67 per barrel as of December 31, 2017 to $50 per

barrel as of December 31, 2018. As a result of the fluctuations in the price for our crude oil feedstock, our
inventory of crude oil and refined products has been exposed to large fluctuations in price. We expect continued
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price volatility. These fluctuations have had and will continue to have an impact on our results, our compliance
with the financial covenants of our A&R Credit Facility and our ability to borrow more money under our A&R
Credit Facility. See “Description of Certain Indebtedness—A&R Credit Facility.”

Prices of crude oil and refined products depend on numerous factors, including global and regional
demand for, and supply of, crude oil and refined products, and regulatory, legislative and emergency actions of
national, regional and local agencies and governments. Decreases in the supply of crude oil or the demand for
refined products may adversely affect our liquidity and capital resources.

Supply and demand of crude oil and refined products depend on a variety of factors. These factors
include:

. changes in global economic conditions, including recessions, economic downturns and
exchange rate fluctuations;

. global demand for oil and refined oil products, such as diesel,

. political, geographic and economic stability in major oil-producing countries and regions in
which we obtain our crude oil supplies, such as the North Sea, Russia and West Africa;

. the ability and willingness of OPEC to regulate and influence crude oil production levels and
prices;
. the cost of exploring for, developing, producing, processing and marketing crude oil, gas,

refined products and petrochemical products;

. the availability and worldwide inventory levels of crude oil and refined products;

. increased trading by financial institutions in the commaodity markets;

. the availability, price and suitability of competitive fuels;

. evolution of worldwide capacity and, in particular, refining capacity that relates to the

petroleum products we refine;

. the extent of government regulation, in particular, as it relates to environmental policy and
taxes;

. changes in the mandatory product specifications of the EU Fuel Quality Directive;

. other changes in required product specifications such as the International Maritime

Organization's sulfur specification for bunker fuel oil scheduled to come into effect on
January 1, 2020, which may affect demand for heavy fuel oil (and other products);

. market imperfections caused by regional price differentials;
. local market conditions and the level of operations of other refineries in our markets;
. the cost and availability of transportation for feedstocks and for refined petroleum products

and the ability of suppliers, transporters and purchasers to perform on a timely basis or at all
under their agreements (including risks associated with physical delivery);

o seasonal demand fluctuations;
. expected and actual weather conditions, natural disasters, accidents, interruptions to

transportation or other events that can cause unscheduled shutdowns or otherwise adversely
affect our refineries; and
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. changes in technology.

We estimate that a change of $1.00 per barrel in our refining margins would result in a corresponding
change in our EBITDA of approximately SEK 1,000 million. During periods of rising crude oil prices, the cost
of replenishing our crude oil inventories increases and, thus, our working capital requirements similarly
increase. Generally, an increase or decrease in the price of crude oil results in a corresponding increase or
decrease in the price of refined products, although the timing and magnitude of these increases and decreases
may not correspond. During periods of excess inventories of refined products, crude oil prices can increase
significantly without corresponding increases in refined products prices and, in such a case, refining margins
will be adversely affected. Differentials in the timing and magnitude of movements in crude oil and refined
product prices could have a significant short-term impact on our refining margins and our business, financial
condition and results of operations.

In addition, the volatility in fuel costs, principally natural gas, and other utility services, principally
electricity, used by our refineries affects operating costs. Both refineries have the possibility to choose the most
cost effective crude oil feedstock available at any given time based on market situation. However, in terms of
electricity, the flexibility is limited. Fuel and utility prices have been, and will continue to be, affected by
factors outside our control, such as supply and demand for fuel and utility services in both local and regional
markets. Future increases in fuel and utility prices may have a negative effect on our business, financial
condition or results of operations.

We depend upon a limited number of suppliers and may rely on trade credit from our suppliers to provide a
portion of our working capital.

Historically, our cash and short term trade credits have been sufficient to finance our purchases of
crude oil and hence have been a source of liquidity for us. We depend upon a number of suppliers and we may
continue to rely on trade credit from our suppliers to provide a portion of our working capital.

As of December 31, 2018, we benefitted from trade credit from suppliers for the purchase of crude oil
for an aggregate amount of $455 million (or equivalent). The trade credit lines have been uncommitted and,
therefore, there can be no assurance that we can continue to benefit from such credit lines. If our suppliers fail
to provide us with sufficient trade credit in a timely manner, we may have to use cash on hand or other sources
of financing which may not be readily available or, if available, may not be on terms acceptable or favorable to
us.

Increases in global refining and conversion capacity could increase the competition we face and harm our
business.

Positive trends in the market for petroleum products in recent years have encouraged companies to
increase their refining and conversion capacity. Although the implementation of any such capacity increases
requires some time, further increases in global refining and conversion capacity that are not matched by
increased demand can be expected to result in heightened competition, which could have a material adverse
effect on our business, financial condition or results of operations.

Our business is very competitive and increased competition could adversely affect our financial condition and
results of operations.

We operate in a highly competitive industry and actions of our competitors could reduce our market
share or profitability. Competition is based on the ability to obtain and process crude oil and other feedstocks at
the lowest cost, refinery efficiency, refinery product mix and product distribution. We are not engaged in the
petroleum exploration and production business and therefore do not produce any of our crude oil feedstocks.
Competitors that have their own production are at times able to offset losses from refining operations with
profits from production operations, and may be better positioned to withstand periods of depressed refining
margins or feedstock shortages. In order to remain competitive, we must continue to upgrade our facilities, and
we must monitor shifts in product demand. Our Supply and Refining segment competes principally with,
among others, St1 Refinery AB and Statoil ASA, as well as with Neste Oil Corporation, who also have facilities
to process larger volumes of lower-priced, high-sulfur heavy Russian crude. Our Marketing and Sales segment,
which includes the retail division through which we sell gasoline and other refined products to retail customers,
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competes primarily with Circle K Sverige AB, OK-Q8 AB, and St1 Sverige AB. In addition, we compete with
other industries that provide alternative means to satisfy the energy and fuel requirements of our industrial,
commercial and individual consumers. Inability to compete effectively with these competitors or increased
competition in the oil refining industry could result in a decrease in our market share or negatively impact our
refining margins, either of which could have a material adverse effect on our business, financial condition or
results of operations.

Economic instability and market volatility may have a negative effect on our business, results of operations,
financial condition, and future growth prospects.

Political and economic instability could impact the European economy. Events, amongst others, such
as so called “Brexit”, upcoming elections and so called “Dieselgate” may affect the European economy and the
market. This could cause our revenues and margins to decline and could negatively affect our refining margins
and our business, financial condition and results of operations. Should the global economy relapse into
recession or should a new global and long-lasting economic recession occur, it could have a materially adverse
effect on our business, financial condition or results of operations.

We are faced with operational hazards as well as potential interruptions that could have a material adverse
effect on our financial condition and results of operations.

Our operations are subject to all of the risks normally associated with oil refining, storage,
transportation and distribution, including fire, mechanical failure and equipment shutdowns, transport accidents
and other unforeseen events. In any of these situations, undamaged refinery processing units may be dependent
on, or interact with, damaged sections of our refineries and, accordingly, are also subject to being shut down. In
addition, damage to the pipelines or port facilities for transporting products to and from each of our refineries'
processing facilities could cause an interruption in production at those facilities. Any of these risks could result
in damage to or loss of property, suspension of operations, injury or death to personnel or third parties, or
damage or harm to the environment. We depend on the cash flows from production from Preemraff Lysekil and
Preemraff Gothenburg. Therefore, a prolonged interruption in production at either refinery would have a
material adverse effect on our business, financial condition, results of operations and cash flow.

As partial protection against these hazards, we maintain property, casualty, and business interruption
insurance in accordance with industry standards. Although there can be no assurance that the amount of
insurance carried by us is sufficient to protect us fully in all events, all such insurance is carried at levels of
coverage and deductibles that we consider financially prudent. However, our business interruption insurance
does not cover losses for the first 45 days of interruption and may not cover blockades, interruption due to
political circumstances in foreign countries, hostilities or labor strikes. Any major loss for which we are
underinsured or uninsured could have a material adverse effect on our business, financial condition or results of
operations. See “Business—Insurance.”

In the future, we may not be able to maintain or obtain insurance of the type and amount we desire at
reasonable rates. As a result of factors affecting the insurance market, insurance premiums with respect to
renewed insurance policies may increase significantly compared to what we are currently paying. In addition,
some forms of insurance may become unavailable in the future, or unavailable on the terms we believe are
economically acceptable, the level of coverage provided by renewed policies may decrease, while deductibles
and/or waiting periods may increase, compared to our existing insurance policies.

We are subject to governmental laws and regulations, including environmental laws and regulations on
climate change, occupational health and safety laws, competition laws and energy laws in Sweden and
elsewhere, which may impact our business and results of operations.

Changes in legislation or regulations and actions by Swedish and other regulators, including changes in
tax laws or administration and enforcement policies, may from time to time require operational improvements or
modifications at, or possibly the closure of, various facilities or the payment of additional expenses, fines or
penalties. We cannot predict the nature, scope or effect of legislation or regulatory requirements that could be
adopted in the future or how existing or future laws or regulations will be administered or interpreted in the
future. Consequently, we may need to make additional and potentially significant expenditures in the future to
comply with new or amended environmental and energy laws and regulations. We may not have sufficient
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funds to make such expenditures. Regulatory liabilities and expenses may therefore have a material adverse
effect on our business, financial condition or results of operations, including, without limitation, in the
regulatory categories discussed below.

Carbon credits/emissions regulations. We are subject to various supranational, national, regional and
local environmental laws and regulations relating to emissions standards for, and the safe storage and
transportation of, our products. We are also subject to strict EU and Swedish environmental regulations
concerning refined products. Sweden has among the strictest environmental specifications in the EU. From
July 1, 2018 Sweden changed its regulation to achieve less greenhouse gas (GHG) emissions from the use of
gasoline and diesel, with the reduction targets increasing each year. The old system provided an incentive to use
biofuels through tax incentives. Under the new system, the sellers of fuels have to pay a penalty if the fuels sold
do not reach certain GHG saving levels. The penalty is large so the incentive to meet the targets will be stronger
than under the previous tax driven system. Preem met the new requirements in the second half of 2018 as a
result of accurately controlling the proportion of renewable feedstocks in gasoline and diesel. The EU
regulations restrict the sulfur content of both gasoline and diesel and the aromatic content of gasoline and
impose a CO2 emissions trading program. Manufacture of refined petroleum products has been included in the
European Union list of sectors that are at risk of “carbon leakage.” The issue of carbon leakage relates to the risk
that companies in sectors subject to strong international competition might relocate from the European Union to
third countries with less stringent constraints on greenhouse gas emissions. Without that definition there would
not have been the possibility for free emission credits during the post-Kyoto period (2013-2020). On
April 27,2011, the European Commission adopted a decision on how to allocate allowances of free emission
credits to industrial installations from 2013, which resulted in allowances being allocated to us. Preem as a
refinery industry is still on the leakage risk list and allowed free allocation for the next trading period (2021-
2030). The reduction rate of free allocation for this period is yet unknown and therefore we cannot determine
our potential need to purchase European emission allowances. The European Emission trading system has been
designed to reduce free allocation in order to maximise emissions prices and support investment in greener
production.

If we were not allocated any more free emission credits, we estimate the purchase of such carbon
credits would have amounted to approximately €35 million during 2018 based on the average market price of
European Emission Allowances in 2018. However, this cost could increase significantly depending on how
regulation evolved, and any large increases in such costs could have a material adverse effect on our business,
financial condition and results of operations.

In addition, legislators, regulators and non-governmental organizations, as well as companies in many
business sectors, are increasing their efforts on global climate change action. Further regulation could be
forthcoming at the EU level and globally, particularly given the agreement reached at the Paris climate change
conference in December 2015 to cut down on global greenhouse gas pollution. Measures to ensure that global
temperatures do not rise more than 2°C from pre-industrial times (a goal governments have already agreed to
meet) could lead to increased regulatory costs in utilizing resources such as oil, gas and coal reserves. This and
similar legislative action and regulatory initiatives in the future could result in increased capital and operating
costs, changes to operating permits, additional remedial actions, material changes in operations, and the
increased costs of our goods. As companies in different business sectors seek their own alternatives to comply
with the same stringent targets to cut down on emissions we could end up facing a decreased demand for our
products that cannot be assessed with certainty at this time.

REACH. We are also subject to laws and regulations relating to, among other things, the production,
discharge, storage, treatment, handling, disposal and remediation of crude oil and refined petroleum products
and certain materials, substances and wastes used in our operations and other decontamination and remedial
costs. For example, the system in the European Union for registration, evaluation and authorization of
chemicals (“REACH?”) is among the most significant environmental matters affecting our operations. REACH
required companies, including us, to register and perform risk assessments in relation to certain regulated
substances. All of the substances we manufacture and sell into the European market were registered in 2010
pursuant to REACH. However, some of the substances we use or manufacture may become subject to
authorization or additional restrictions for use under REACH, thereby making it more difficult or expensive to
obtain and use them, in the case of substances we use, or to sell them, in the case of substances we manufacture.
Our failure to comply with any of these requirements, which in some cases would constitute a criminal offense,
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would subject us (including individual members of management) to fines and penalties and could force us to
modify our operations.

Permits. In addition, we require a variety of permits to conduct our operations. From time to time, we
must obtain, comply with, expand and renew permits to operate our facilities including, inter alia, permits under
the Swedish Environmental Code and permits for the handling of flammables and explosive goods under the
Swedish Flammables and Explosives Act. Failure to do so could subject us to civil penalties, criminal sanctions
and closure of our facilities. The risk exists that we will be unable to obtain or renew material permits, which
could have a material adverse effect on our ability to continue operations and our financial conditions, results of
operations and cash flows; or that obtaining or renewing material permits will require adopting controls or
conditions that would result in additional capital expenditures or increased operating costs.

Health and safety regulations. Our oil refining transportation and distribution activities are also subject
to a wide range of supranational, national, regional and local occupational health and safety laws and regulations
in each jurisdiction in which we operate. These health and safety laws change frequently, as do the priorities of
those who enforce them. Any failure to comply with these health and safety laws, including general industry
standards, record keeping requirements and monitoring and control of occupational exposure to regulated
substances, could lead to criminal sanctions, civil fines or compliance costs and changes in the way we operate
our facilities, which could increase the costs of operating our business and have a material adverse effect on our
results of operations, financial condition and cash flows.

Competition laws. We are subject to strict Swedish and European competition laws, which limit the
types of supply, sales, marketing and cooperation arrangements we can enter into, and may subject us to fines,
damages and invalidity of such agreements or certain provisions thereof. Legal action by the Swedish
Competition Authority, other regulatory authorities or any related third party claims may expose us to liability
for fines and damages.

Energy laws and electricity certificates. Each of our refineries and the power consumers at Skarvik
Technical and Rishomen Caverns (Gothenburg) have been classified as electricity-intensive businesses. On
November 13, 2018, an application we had submitted, pursuant to energy legislation, to Energimyndigheten (the
Energy Authority) in order to maintain the classification of each of our refineries as an electricity intensive
business was approved. This approval will be valid for three years. As a result, we will not need to purchase
electricity certificates during this time period, which we estimate would have cost approximately
SEK 28 million per annum. However, we can give no assurances that we will be awarded this classification
again and to the extent we are not, we may need to purchase electricity certificates in the future thereby resulting
in additional expenditures.

Obligation to supply renewable fuel at petrol stations. The Swedish legislation “pumplagen” obligates
all market actors with petrol stations to provide a product which consists of at least 51% renewable fuel (only at
sites selling more than 1,500 m3 per annum). Preem initially held 118 sites where a dispensation was granted by
the Swedish Transport Agency. The granted dispensations enable Preem to offer a fuel product based on the
mass balance principal, i.e. a minimum of 50% renewable content is allocated to the customer’s purchase. The
dispensations will be valid until October 30, 2020. In order to fulfil the conditions of the dispensation, Preem
are required to dedicate a pump handle for such fuel product at every concerned fuel station.

In 2018, the implementation of the dispensations started - there are currently 7 sites offering the ACP
Diesel 50 (an eighth site was closed) and 11 sites with low volume or E85 pumps. The process has been tested,
evaluated and revised. The current proposal for 2019 is to further implement the solution in 15 new sites (not
included in the original dispensation), leaving 99 relevant stations outstanding by the end of 2019. The
estimated investment cost for the massbalance solution is approximately 1 million SEK. The alternative cost if
Preem were to implement physical separate pumps is estimated to amount to approximately 500,000 SEK a site,
with a total cost of more than 50 million SEK.

The ongoing process is to obtain acceptance for a solution via a mobile application, which would be
more cost efficient and sustainable. The pumplagen legislation does not sit comfortably alongside the new quota
system, i.e. pumplagen is based on the proportion of renewables whilst the quota system is based on GHG
reduction. Preem actively lobby for the discontinuation of the Pumplagen legislation, on the basis that the quota
system will have a more positive effect on the environment.
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Changes in environmental laws and regulations. We expect that the refining business will continue to
be subject to increasingly stringent environmental and other laws and regulations that may increase the costs of
operating our refineries above currently projected levels and require future capital expenditure, including
increased costs associated with more stringent standards for air emissions, wastewater discharges and the
remediation of contamination. In January 2014, the Industrial Emission Directive was implemented in Sweden.
The directive states that refineries (as well as other industries) must implement the Best Available Technique
(“BAT”) and comply with Associated Emission Levels (“AEL™) for each unit process in each refinery.
Refineries must be compliant with the BAT conclusions within four years after publication of the BAT
conclusions, which occurred on October 28, 2014.

Preliminary analysis showed that particle emissions from the Preemraff Lysekil refinery FCC
regenerator did not comply with BAT-AEL. A program was adopted to comply with BAT-AEL at both
refineries. At Preemraff Lysekil investments of SEK 40 million were made and works carried out during the
shutdown in 2017. However, the measures undertaken have not yet had the expected effect and the
environmental authorities have authorised an exemption for Preemraff Lysekil with regard to this BAT-AEL
until June 30, 2020. Further investigations are being undertaken and it is possible that further investments will
be required of SEK 50-140 million depending on the technical solution required. At Preemraff Gothenburg we
are required to invest SEK 4 million in relation to BAT-AEL compliance. It may also be that we are required to
make further investments, however, we currently see it as unlikely.

Regarding BAT-AEL for emissions of sulfur oxides (SOx), preliminary analysis indicated that both
refineries should comply, but that analysers must be installed. Analysers were installed and taken in commission
before the compliance deadline in October, 2018. However, the values measured were higher than expected and
showed that BAT-AEL could not be reached during normal operation. Because one of the Visbreaker furnaces
was out of operation at this time, no exceedance of BAT-AEL occurred, and by applying an operation
limitation, BAT-AEL is within compliance with the furnace back in operation. Work is ongoing to draw up
technical measures and up until these are implemented Preem will apply for an exemption from this
requirement, to increase the unit utilization.

In order to control and reduce nitrogen oxides (NOX) emissions, there is a legislated NOx emission fee
in Sweden, administrated by the Swedish Environmental Protection Agency. In July, 2017 new guidance
connected to this legislation was implemented, through which Preemraffs’ current method for monitoring NOx
emission was interpreted as inadequate by the authorities, whereas Preem considers it to be adequate and
compliant. As a consequence, the Swedish Environmental Protection Agency have rejected Preemraffs declared
NOx-emissions for 2017 and instead calculated the annual fee based on a template method, resulting in a fee
approximately 5 MSEK higher than normal. Preem have paid the recounted fee and filed an appeal to the
administrative court. Preem’s legal counsel are of the opinion that the Preem interpretation is correct, but if the
appeal is not upheld the annual NOx-fee for both refineries will amount to approximately 9 MSEK more than
today.

VAT filings. We have notified the Swedish Tax Agency of possible technical non-compliance with the
Swedish VAT Act, in which Preem has been issuing receipts since 2010 that reflect VAT on both gas station
receipts and monthly summary invoices, even if the receipt and the invoice represent the same transactions. The
Swedish VAT Act requires VAT specified on a receipt or invoice to be paid to the Swedish Tax Agency.
Therefore, even though we paid appropriate VAT on a per-transaction basis, we may need to retroactively revise
VAT filings to address the fact that receipts and invoices both showed VAT amounts.

Our external tax advisors have advised that the most likely outcome is that the Swedish Tax Agency
will not demand corrective actions. If they did do so, there would be no penalties payable, but interest with
respect to the revised filings could amount to SEK 300 million.

Changes in the tax treatment of Corral Petroleum Holdings, the tax incentives in connection with biofuels
and the tax deductibility of interest may adversely affect our financial position and our ability to service the
obligations under our indebtedness.

Corral Petroleum Holdings is subject to significant taxation and levies in Sweden. These taxes and

levies imposed on Corral Petroleum Holdings have changed considerably over time and we cannot assure you
that the level of taxes and levies to which we are subject will not be increased. Any further increases in the
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levels of taxes or levies to which we are subject in Sweden, or the implementation of any new taxes or levies to
which we will be subject, could have a material adverse effect on our business, financial conditions, and results
of operations. Furthermore, any change in Corral Petroleum Holdings' tax status, or in taxation legislation or
practice in Sweden or any jurisdiction in which we operate, or in our tax treatment may affect our ability to
service our debt and/or finance our operations.

In 2019, Sweden will introduce interest deduction limitation rules capping deduction on interest rate
costs to 30% of taxable EBITDA.

The Swedish Government subsidises a niche diesel quality that emits fewer particles when combusted
in a diesel engine. The tax incentive for this cleaner diesel quality is currently approximately SEK 453/m?
(€0.45/1). Preem currently produce 2.5 million m® diesel with Environmental Class 1 to the Swedish market and
loss of this tax incentive would be materially adverse to our business.

Furthermore, the Swedish Tax Agency may reassess our taxation within the statutory limitation period
of six years. For example, a number of Swedish companies in the oil industry, including us, have approached
the Swedish Tax Agency regarding the tax treatment in relation to the common practice of these companies of,
from time to time, lending fuel to and from each other's depots on a daily basis (“Loan of Goods”). The Loan of
Goods had been treated as loans and returns of goods and hence did not give rise to any tax charges. We,
together with the other Swedish companies involved, will now treat this instead as a sale and purchase of fuel,
which can lead to gains and losses depending on the price differential of oil between the date of sale and the date
of purchase. The effects of this will be particularly acute where fuel is loaned/sold in one financial year and
returned/purchased in the next. We do not currently expect that this will lead to any additional income and
income tax, but the Swedish Tax Agency has yet to revert to us on this question.

We may be liable for environmental damages, which could adversely affect our business or financial results
and reduce Corral Petroleum Holdings' ability to pay interest and principal due on its debts.

The risk of significant environmental liability is inherent in our business. We are subject to risks
relating to crude oil or refined product spills, discharge of hazardous materials into the soil, air and water,
asbestos and other environmental damage. Our feedstock and refined products are shipped to and from our
refineries in tankers that pass through environmentally sensitive areas. An oil spill from a tanker in such areas
would have an adverse impact on the environment, and could impact our reputation and our business. In our
industry, there is an ever-present risk of accidental discharges of hazardous materials and of the assertion of
claims by third parties (including governmental authorities) against us for violation of applicable law and/or
damages arising out of any past or future contamination related to any of our current or former operations.
Environmental regulators may in some cases, investigate the existence of soil and groundwater contamination at
our refineries, at some of our depot sites, our retail stations and at some sites where we previously had
operations, which could lead to legal proceedings being initiated against us. For example, the County
Administrative Board of Vastra Gotalands Lan found us liable for the clean-up costs related to an incident where
oil contaminated a drainage ditch on the Gothenburg property in 2013. A suggested plan for how the clean-up
will be executed has been sent to the County Administrative Board along with suggested improvements to
reduce risk of future contamination. In 2015, the County Administrative Board confirmed that it has no
objections to the measures taken in accordance with our suggested plan. We anticipate that the clean-up works
will start during 2020, and, from December 31, 2016, we have made a provision of SEK 21 million for the
associated costs of the clean-up works in our accounts.

Should there be any successful claim against us for damages or for environmental clean-up works, we
may have to pay substantial amounts in fees and penalties, for remediation, or as compensation to third parties,
in each case, in respect of past or future operations, acquisitions or disposals. Any amounts paid in fees and
penalties, for remediation, or as compensation to third parties would reduce, and could eliminate, the funds
available for paying interest or principal on our debts and for financing our normal operations and planned
development.

We may also be liable for environmental damage caused by previous owners of operations or
properties that we have acquired, use or have used. We may be liable for decontamination and other remedial
costs at, and in the vicinity of, most of the sites we operate or own and that we (and companies with which we
have merged) have operated or owned, including following the closure or sale of, or expiration of leases for,
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such sites. The Stockholm depot at Loudden oil terminal was closed down during December, 2018. The
remediation works are scheduled to start in April, 2019 and will be completed no later than 2021. This depot
was used for the storage of oil and other hazardous substances for approximately 50 years by several oil
companies, including Preem. We estimate that Preem's portion of the remediation costs for this will amount to
approximately SEK 46 million. A provision of SEK 30 million has been made for this in our 2018 accounts.
We may also be liable for decontamination and other remedial costs as a result of contamination caused in
connection with the transportation and distribution of our products. In some instances, such as the closure of a
number of our depots, we are currently unable to accurately estimate the costs of necessary remediation and may
face significant unexpected costs. We have currently made provisions for stations of SEK 2 million and for
depots of SEK 116 million. For operational sites, we maintain environmental liability insurance that covers
sudden and gradual pollution, with inception date March 1, 2012. Any major or unexpected remediation or
clean-up costs for which we are underinsured or not insured at all and/or for which we have not made sufficient
provision in our costs budget, could have a material adverse effect on our business, financial condition or results
of operations.

We are exposed to currency and commaodity price fluctuations, which could adversely affect our financial
results, liquidity and ability to pay interest and principal due on our debt.

Our crude oil purchases are primarily denominated in dollars. Our revenues are primarily denominated
in dollars and kronor. We publish our financial statements in kronor. As of December 31, 2018, including the
Subordinated Shareholder Debt, our krona-denominated third party debt totalled SEK 2,018 million, our
dollar-denominated third party debt totalled $910 million and our euro-denominated third party debt totalled
€790 million.

As a result, fluctuations of these currencies against each other or against other currencies in which we
do business or have indebtedness could have a material adverse effect on our business and financial results. We
estimate that a 10% change in the U.S. dollar to kronor exchange rate would result in a corresponding change in
our EBITDA of approximately SEK 950 million. From time to time, we use forward exchange contracts and, to
a lesser extent, currency swaps to manage our foreign currency risk. We engage in hedging activities from time
to time that could expose us to losses should markets move against our hedged position. Present or future
management of foreign exchange risk may not be adequate and exchange rate fluctuations may have a material
adverse effect on our business, financial condition and results of operations, as well as on our ability to comply
with the financial covenants of our lending arrangements and our ability to borrow under such lending
arrangements. See “Management's Discussion and Analysis of Financial Condition and Results of Operations—
Key Factors Affecting Results of Operations—Fluctuations in foreign currency exchange rates.”

Changes in the price of commodities, such as crude oil, can affect our cost of goods sold and the price
of our refined products. Commaodity price changes can also trigger a price effect on inventory, which can affect
our revenues, gross profit and operating income, which in turn can affect our ability to comply with the financial
covenants of our lending arrangements, our ability to borrow under such lending arrangements and the
sufficiency of capital available for borrowing under our lending arrangements. We enter into commodity
derivative contracts from time to time to manage our price exposure for our inventory positions and our
purchases of crude oil in the refining process, and to fix margins on certain future production. On occasion, we
may also enter into certain derivative contracts that are classified as “speculative” transactions.

To the extent these derivative contracts protect us against fluctuations in oil prices, they do so only for
a limited period of time. Derivative contracts can also result in a reduction in possible revenue if the contract
price is less than the market price at the time of settlement. Moreover, our decision to enter into a given contract
is based upon market assumptions. If these assumptions are not met, significant losses or lost opportunities for
significant gains may result. In all, the use of derivative contracts may result in significant losses or prevent us
from realizing the positive impact of any subsequent fluctuation in the price of oil. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Quantitative and Qualitative
Disclosures about Market Risk.”

We must make substantial capital expenditures on our refineries and other facilities to maintain their
reliability and efficiency. If we are unable to complete capital projects at their expected costs and/or in a
timely manner, or if the market conditions assumed in our project economics deteriorate, our financial
condition, results of operations or cash flows could be adversely affected.
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Delays or cost increases related to the engineering, procurement and construction of new facilities, or
improvements and repairs to our existing facilities and equipment, could have a material adverse effect on our
business, financial condition, results of operations or cash flows. Such delays or cost increases may arise as a
result of unpredictable factors in the marketplace, many of which are beyond our control, including:

. unplanned increases in the cost of equipment, materials or labor;

. disruptions in transportation of equipment and materials;

. severe adverse weather conditions, natural disasters or other events (such as equipment
malfunctions, explosions, fires or spills) affecting our facilities, or those of our vendors and
suppliers;

. denial or delay in obtaining regulatory approvals and/or permits;

. prices and availability of equipment and material;

. shortages of sufficiently skilled labor, or labor disagreements resulting in unplanned work
stoppages;

. market-related increases in a project's debt or equity financing costs; and

. non-performance or force majeure by, or disputes with, our vendors, suppliers, contractors or

sub-contractors.

Our refineries have been in operation for many years. Equipment, even if properly maintained, may
require significant capital expenditures and expenses to keep it operating at optimum efficiency. For example,
we have spent SEK 418 million on the most recently completed turnaround at the Preemraff Gothenburg
refinery, which we completed in 2017 and we incurred SEK 514 million associated with the turnaround for the
Preemraff Lysekil refinery, which we completed in 2013. These costs do not result in increases in unit
capacities, but rather are focused on trying to maintain safe and reliable operations. Furthermore, requirements
imposed by authorities mean that we will need to continually invest substantial amounts for replacement,
maintenance and upgrades to our refineries. The next complete turnaround for the Preemraff Lysekil refinery is
scheduled for September / October 2019 and for Gothenburg in 2021. Further capital expenditure currently
underway includes a new hydrogen production unit (“HPU”) in Gothenburg and a vacuum distillation unit
(“vDU”) in Lysekil, which together constitute an investment of around SEK 2,235 million. In addition, an
upgrade to a new enterprise resource planning (“ERP”) system for Preem became operational on April 1, 2019.
As in any major IT implementation, there have been some unforeseen challenges and incidents occurring as a
consequence of cut-over to the new ERP-system (primarily relating to some of the new logistics, inventory and
tax reporting modules), which are currently being worked on and mitigated by the project team. Generally,
though, the cut-over has proceeded largely according to plan. See “Management's Discussion and Analysis of
Financial Condition and Results of Operations—L.iquidity and Capital Resources—Overview.”

Any one or more of the occurrences noted above could have a significant impact on our business. If
we were unable to make up the delays or to recover the related costs, or if market conditions change or we
otherwise cannot finance our capital expenditure program, it could materially and adversely affect our business,
financial position, results of operations or cash flows.

Given the highly specialized and technical nature of our business, we depend on key management personnel
that we may not be able to replace if they leave our company.

Our industry and our specific operations are highly specialized and technical and require a management
team with industry-specific knowledge and experience. Our continued success is highly dependent on the
personal efforts and abilities of our executive officers and refining managers, who have trained and worked in
the oil refining industry for many years. Our operations and financial condition could be adversely affected if
certain of our executive officers become unable to continue in, or devote adequate time to, their present roles, or
if we are unable to attract and retain other skilled management personnel.
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A substantial portion of our workforce is unionized, and we may face labor disruptions that would interfere
with our refinery operations.

Our operations may be affected by labor disruptions involving our employees and employees of
third-parties. Substantially all of our employees are represented by trade unions under collective bargaining
agreements. We have maintained good relationships with the trade unions representing our employees in
Sweden and have renegotiated many of our employee contracts in order to streamline our various employee
agreements and create greater efficiency. We may be affected by strikes, lockouts or other significant work
stoppages in the future, any of which could have a material adverse effect on our business, financial condition or
results of operations.

We may be exposed to economic disruptions in the various countries in which we operate and in which our
suppliers and customers are located, which could adversely affect our operations, tax treatment under foreign
laws and our financial results.

Although we operate primarily in Sweden and Norway, our operations extend beyond those countries.
Through our Supply and Refining segment, we export refined products to certain countries in north western
Europe, including Scandinavia, the United Kingdom, Germany, and the United States and, to a lesser extent,
other markets. Additionally, we purchase the crude oil that we refine predominantly from Russia and the North
Sea area, but also to some extent from West Africa. Accordingly, we are subject to legal, economic and market
risks associated with operating internationally, purchasing crude oil and supplies from other countries and
selling refined products to them. These risks include:

. interruption of crude oil supply;

. imposition of more extensive international sanctions on Russia;

. increase of hostilities between Russia and Ukraine or other countries;

. devaluations and fluctuations in currency exchange rates;

. imposition of limitations on conversion of foreign currencies or remittance of dividends and

other payments by our foreign subsidiaries;

. imposition or increase of withholding and other taxes on remittances by foreign subsidiaries;
. imposition or increase of investment and other restrictions by foreign governments;

. failure to comply with a wide variety of foreign laws; and

. unexpected changes in regulatory environments and government policies.

The occurrence of any one or more of these risks could have a material adverse effect on our business,
financial position or result of operations.

It is difficult to compare our results of operations from period to period, which may result in misleading or
inaccurate financial indicators and data relating to our business.

It is difficult to make period to period comparisons of our results of operations as a result of, among
other things, changes in our business, fluctuations in crude oil and refined product prices, which are
denominated in dollars, and fluctuations in our capital expenditures, which are primarily denominated in kronor.
As a result, our results of operations from period to period are subject to currency exchange rate fluctuations, in
addition to typical period to period fluctuations. In addition, for the year ended December 31, 2018, we held, on
average, approximately 15 million barrels (gross volume) of crude oil and refined products on hand.
Fluctuations in oil prices therefore have a direct effect on the valuation of our inventory and these fluctuations
may impact our results for a given period. For these reasons, a period-to-period comparison of our results of
operations may not be meaningful.
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We may incur additional liabilities in connection with our pension plans, which could have a material
adverse effect on our business.

Preem has defined benefit and defined contribution pension plans under which Preem has an obligation
to provide agreed benefits to current and former employees. The closed defined benefit plans, which are
non-active, are both unfunded and funded. The actuarial valuation, which is conducted annually according to
International Accounting Standard 19 (““lAS 19™), showed that the current value of Preem's wholly or partially
funded obligations was SEK 654 million and that fair value of plan assets was SEK 634 million meaning that
our wholly or partially funded obligations had a net debt balance of SEK 20 million as of December 31, 2018.
The current value of Preem's unfunded defined benefit obligations was SEK 139 million. Our total net balance
of funded and unfunded defined pension plans amounts to SEK 159 million as of December 31, 2018 and is
included in the balance sheet as “pension obligations™. See also Notes 1 and 26 to our Consolidated Financial
Statements. However, our net liabilities under the pension plans may be significantly affected by changes in the
expected return on the plans' assets, the rate of increase in salaries and pension contributions, changes in
demographic variables or other events and circumstances. Changes to local legislation and regulation relating to
pension plan funding requirements may result in significant deviations in the timing and size of the expected
cash contributions under such plans. On May 27, 2010, CPH executed a guarantee for Preem's obligations
under the unfunded defined benefit pension plan to the insurance company that provides credit insurance in
relation to the unfunded amounts. The insurance company may require additional security in relation to its
obligations under the credit insurance terms. There can be no assurance that we will not incur liabilities relating
to our pension plans, and these additional liabilities could have a material adverse effect on our business,
financial condition or results of operations. Claims in relation to Preem's pensions liabilities will rank ahead of
claims you may have under the Notes.

Severe weather, natural disasters, climate change, external power supply failure, terrorist attacks, threats of
war and actual conflict may negatively impact our business.

Severe weather and natural disasters such as hurricanes, earthquakes, water or other natural resource
shortages, tsunamis, floods, typhoons, drought, fire, extreme weather conditions, rising sea levels and the direct
and indirect effects of climate change (such as additional rising sea levels, increased storm severity, drought,
flooding, wildfires, pandemics and social unrest from resource depletion and price increases), as well as any
power shortages or telecommunications failures which may occur, may cause damage or disruption to our
employees, facilities, customers, partners, suppliers, distributors and resellers, which could have an adverse
impact on our business, results of operations and financial condition. Our insurance coverage with respect to
natural disasters is limited and is subject to deductibles and coverage limits. Such coverage may not be
adequate, or may not continue to be available at commercially reasonable rates and terms. Any future material
and sustained interruptions in our ability to continue operations at our facilities could damage our reputation,
harm our ability to retain existing customers or obtain new customers and could result in lost revenue, any of
which could have a material adverse effect on our business, financial position or results of operations.

External electrical power supply failure, due to severe weather or an interruption in the external power
generation or transmission system, could cause an interruption in production at each of our refineries. This
could have an adverse impact on our business, results of operations and financial condition. We do not have
insurance coverage for external power supply failure.

Additionally, terrorist attacks, events occurring in response to terrorist attacks, rumors, sabotage,
threats of war and actual conflict may adversely impact our suppliers, our customers and oil markets generally
and disrupt our operations. As a result, there could be delays or losses in the delivery of supplies and raw
materials to us, decreased sales of our products and delays in our customers' payment of our trade receivables.
Energy-related assets, including oil refineries like ours, may be at greater risk of terrorist attack than other
targets. It is possible that occurrences of terrorist attacks or the threat of war or actual conflict could result in
government-imposed price controls. These occurrences could have an adverse impact on energy prices,
including prices for our products, which could drive down demand for our products. In addition, disruption or
significant increases in energy prices could result in government-imposed price controls. Any of, or a
combination of, these occurrences could have a material adverse effect on our business, financial condition or
results of operations. We maintain terrorism insurance which provides partial protection against property
damage and business interruption in case of an attack on our refineries or terminals. Although there can be no
assurance that this insurance is sufficient to protect us fully in all events, such insurance is carried at levels of
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coverage and deductibles that we consider financially prudent. However, a major loss for which we are
underinsured or uninsured could have a material adverse effect on our business, financial condition or results of
operations.

We may be subject to certain risks because we operate some of our business through joint ventures.

We have a number of joint ventures. There can be no assurance that these arrangements will be
successful and/or achieve their planned objectives. The performance of all such operations in which we do not
have a controlling interest will depend on the financial and strategic support of the other shareholders and
partners. Such other shareholders and partners may take positions with which we may not agree, may make
ill-informed or inadequate management decisions, or may fail to supply or be unwilling to supply the required
operational, strategic and financial resources, which could materially adversely affect these operations. If any of
our strategic partners were to encounter financial difficulties, change their business strategies or no longer be
willing to participate in these strategic partnerships, joint ventures and alliances, this could have a materially
adverse effect on our business, financial condition or results of operations.

Our growth strategy may involve acquisitions, and we may experience difficulties identifying acquisition
targets, integrating acquired businesses and achieving anticipated synergies.

We regularly identify and evaluate potential acquisition opportunities. There can be no assurance,
however, that suitable acquisition targets will, or can, be identified in the future, or that we will be able to
finance such acquisitions on favorable terms. Furthermore, acquisitions we have already made or future
acquisitions may not be integrated successfully into our operations and may not achieve desired financial
objectives. Any acquisitions of businesses entail numerous operational and financial risks, including:

. higher than expected acquisition and integration costs;

. the possibility that we could pay more than the acquired company or its assets are worth;

. the possibility that we may not identify appropriate acquisition targets, complete future
acquisitions on satisfactory terms or realize expected synergies or cost savings within expected
timelines;

. unforeseen expenses, delays or conditions may be imposed upon the acquisition, including due

to required regulatory approvals or consents;

. exposure to unknown liabilities (including, but not limited to, liabilities in relation to tax and
environmental regulations and laws);

. difficulty and cost in combining the operations and personnel of acquired businesses with our
existing operations and personnel;

. diversion of management's attention from our day-to-day business;

. impairment of relationships with key suppliers or customers of acquired businesses due to
changes in management and ownership and the restructuring of logistics and information
technology systems;

. the inability to retain key employees of acquired businesses;

. difficulty avoiding labor disruptions in connection with any integration, particularly in
connection with any headcount reduction; and

. the incurrence of substantial debt, the cost of servicing which may affect our ability to service
our short-term and long-term liabilities or otherwise negatively impact our cashflows.

23



The occurrence of any such event could have a material adverse effect on our business, financial
condition or results of operations.

In addition, there can be no assurance that, following integration into our Group, an acquired operation
will be able to maintain its customer base consistent with expectations or generate the expected margins or cash
flow. Although we analyze each acquisition target, our assessments are subject to a number of assumptions
concerning profitability, growth, interest rates and company valuations. We may have difficulties in
implementing our business model within an acquired company or acquired assets due to various factors,
including conflicting corporate culture. There can be no assurance that our assessments of and assumptions
regarding acquisition targets will prove to be correct and actual developments may differ significantly from our
expectations.

In agreeing to acquire entities, we generally make certain assumptions and determinations on, among
other things, future net sales and earnings, based on our investigation of the respective businesses and other
information then available. We cannot assure you that our assumptions and determinations will prove to be
correct or that liabilities, contingencies or other risks previously not known to us will not arise. In addition, we
may be limited in our ability to acquire companies depending on the concentration of ownership in specific
markets and our relative market position. Any such unanticipated risks, liabilities, contingencies, losses or
issues, if realized, could have a material adverse effect on our business, results of operations and financial
condition.

Furthermore, acquisitions of companies expose us to the risk of unforeseen obligations with respect to
employees, customers, suppliers and subcontractors of acquired businesses, public authorities and other parties.
We cannot ensure that there will not be unexpected risks or obligations. Such obligations, were they to
materialize, could have a material adverse effect on our business, financial condition or results of operations.

We may not be able to successfully manage future growth and any failure to do so could have a material
adverse effect on our business.

Our ability to manage our growth and integrate operations, technologies, services and personnel
depends on our administrative, financial and operational controls and our ability to create the infrastructure
necessary to exploit market opportunities for our services, as well as our financial resources. In order to
compete effectively and to grow our business profitably, we will need, on a timely basis, to maintain and
improve our financial and management controls, reporting systems and procedures, implement new systems as
necessary, attract and retain adequate management personnel, and hire, retain and train a highly qualified
workforce. Furthermore, we expect that, as we continue to introduce new services and enter new markets, we
will be required to manage an increasing number of relationships with various customers and other third parties.

Finally, we expect that the expansion and diversification of our business could require us to attract,
train and retain increasing numbers of highly skilled technical personnel and managers. The failure or delay of
our management in responding to these challenges could have a material adverse effect on our business,
financial condition and result of operations.

Our operations could be disrupted if our information systems fail, causing increased expenses and loss of
sales.

Our business is highly dependent on financial, accounting and other data processing systems and other
communications and information systems, including our enterprise resource planning tools. We process a large
number of transactions on a daily basis and rely upon the proper functioning of computer systems. If a key
system was to fail or experience unscheduled downtime for any reason, even if only for a short period, our
operations and financial results could be affected adversely. Our systems could be damaged or interrupted by
fire, flood, power loss, telecommunications failure or similar event. Additionally, our business is highly
dependent on our refinery control systems. Such systems could fail due to fires, security breaches or similar
events and could result in disturbances to production, shutdowns, mechanical damage, fire or explosion. We
have a formal disaster recovery plan in place, but this plan may not prevent delays or other complications that
could arise from an information systems failure. Furthermore, our business interruption insurance may not
compensate us adequately for losses that may occur. Any prolonged disruptions, or any significant shortfall in
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our business interruption insurance, may have a material adverse effect on our business, financial condition or
results of operations.

An upgrade to a new ERP system for Preem became operational on April 1, 2019. As in any major IT
implementation, there have been some unforeseen challenges and incidents occurring as a consequence of cut-
over to the new ERP-system (primarily relating to some of the new logistics, inventory and tax reporting
modules), which are currently being worked on and mitigated by the project team. Generally, though, the cut-
over has proceeded largely according to plan.

Security breaches and other disruptions could compromise our information and expose us to liability, which
would cause our business and reputation to suffer.

In the ordinary course of our business, we collect and store sensitive data, including intellectual
property, our proprietary business information and that of our customers and suppliers, and personally
identifiable information of our employees, in our facilities and on our networks. The secure processing,
maintenance and transmission of this information is critical to our operations. Despite our security measures,
our information technology infrastructure may be vulnerable to attacks by hackers or breached due to employee
error, malfeasance or other disruptions and has recently been subject to such disruptions affecting key
applications such as logistics, prices, accounting and invoicing. Any such breach could compromise our
networks and the information stored there could be accessed, publicly disclosed, lost or stolen. Any such
access, disclosure or other loss of information could result in legal claims or proceedings, disrupt our operations,
damage our reputation, and cause a loss of confidence, which could adversely affect our business, financial
condition or results of operations.

Risks Related to our Capital Structure
Our substantial indebtedness poses certain risks and may affect our ability to operate our business.

We have a significant amount of indebtedness. As of December 31, 2018 we had SEK 13,746 million
of total financial third party debt (which excludes Subordinated Shareholder Debt). We anticipate that our
substantial indebtedness will continue for the foreseeable future. To the extent that Corral Petroleum Holdings
pays PIK Interest on the Notes, our indebtedness will further increase, and, with compounding effects, the
principal value of the Notes may grow substantially. Our substantial indebtedness may have important negative
consequences for you, including:

. making it more difficult for us and our subsidiaries to satisfy our obligations with respect to
our debt;
. requiring that a substantial portion of the cash flow from our subsidiaries' operations be

dedicated to debt service obligations, reducing the availability of cash flow to fund internal
growth through working capital and capital expenditures, and for other general corporate

purposes;
. increasing our vulnerability to economic downturns in our industry;

. exposing us to interest rate increases;

. placing us at a competitive disadvantage compared to our competitors that have less debt in

relation to cash flow;

. limiting our flexibility in planning for or reacting to changes in our business and our industry;

. restricting us from pursuing strategic acquisitions or exploiting certain business opportunities;
and

. limiting, among other things, our and our subsidiaries' ability to borrow additional funds or

raise equity capital in the future and increasing the costs of such additional financings.
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Further, the A&R Credit Facility requires Preem to maintain a specified ratio of (i) consolidated
EBITDA to consolidated interest costs and (ii) certain interest bearing liabilities to consolidated EBITDA and to
comply with a maintenance covenant relating to minimum equity and with other covenants. However, there can
be no assurances that Preem will be able to maintain such ratios or minimum equity levels or to comply with
such covenants or with any other related obligations in the future, nor that it will be able to obtain waivers or
amendments with respect to such obligations in a timely manner or at all. A breach of any of these covenants or
other obligations would restrict Preem's ability to make new drawings under the revolving facilities of the A&R
Credit Facility. Upon the occurrence of any event of default under the A&R Credit Facility, subject to
applicable cure periods and other limitations on acceleration or enforcement, the relevant creditors could cancel
the availability of the undrawn facilities and to elect to declare all amounts outstanding thereunder, together with
accrued interest, immediately due and payable.

The 2021 Indenture, as to Corral Petroleum Holdings and its subsidiaries (comprising Preem and its
subsidiaries), and the A&R Credit Facility, as to Preem and its subsidiaries, contain covenants that restrict our
ability to finance future operations or capital needs or to take advantage of other business opportunities that may
be in our interest. These covenants restrict our ability to, among other things:

. incur or guarantee additional indebtedness and issue certain preferred stock;

. make investments or other restricted payments;

. pay dividends or make other distributions or repurchase or redeem our capital stock;

. create liens on assets to secure indebtedness;

. transfer or sell assets;

. engage in certain transactions with affiliates;

. enter into agreements that restrict our restricted subsidiaries' ability to pay dividends; and
. merge or consolidate with or into another company.

Events beyond our control, including changes in general business and economic conditions, may affect
our ability to meet these requirements. A breach of any of these covenants could result in a default under the
2021 Indenture and/or the Credit Facility, as well as under any other debt instruments or facilities that contain
relevant cross-default provisions.

Any of these or other consequences or events could have a material adverse effect on our ability to
satisfy our debt obligations. An actual or impending inability by us or our subsidiaries to pay debts as they
become due and payable could result in enforcement by secured creditors, including creditors under the A&R
Credit Facility, against collateral held by them, and could result in our insolvency.

Corral Petroleum Holdings is a holding company with no revenue generating operations of its own. Corral
Petroleum Holdings depends on the ability of its subsidiaries, including Preem, to distribute cash to it, and
any inability of any of its subsidiaries to transfer funds to it will negatively affect Corral Petroleum Holdings'
ability to meet its debt service and other obligations.

Corral Petroleum Holdings is a holding company. As a holding company, to meet its debt service and
other obligations, it is dependent upon dividends, permitted repayment of intercompany debt, if any, and other
transfers of funds from Preem or equity contributions from its parent company, Moroncha Holdings, or the
Ultimate Shareholder. As of the date of this Annual Report substantially all of Corral Petroleum Holdings'
assets consist of 100% of the share capital of Preem. A portion of the net cash proceeds of the issuance of the
2021 Notes was retained by Corral Petroleum Holdings in segregated accounts for the purpose of making Cash
Interest payments on the 2021 Notes. These accounts are not escrow accounts, however, and therefore such
funds will not be insulated from other creditors of Corral Petroleum Holdings.
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Preem may not declare any dividends or otherwise transfer any funds to Corral Petroleum Holdings
unless the transfer comprises a “Permitted Payment” as defined in the A&R Credit Facility, Preem has
maintained certain financial ratios and is otherwise not in default under the A&R Credit Facility. See
“Description of Certain Indebtedness—A&R Credit Facility.” Although Corral Petroleum Holdings currently
projects that Preem will make Permitted Payments sufficient for Corral Petroleum Holdings to service the Cash
Interest payments on the Notes, Preem is not under a legal obligation to pay the maximum dividend allowable
under these restrictions, which could limit Corral Petroleum Holdings' ability to pursue a program of
deleveraging.

There can be no assurance as to the amount of funds that Preem will be able to distribute, dividend or
otherwise pay to CPH to be credited to the segregated account, if any, or the timing or availability thereof which
will be subject to satisfying a number of conditions pursuant to the A&R Credit Facility (or any amendment,
restatement, modification, renewal, refunding agreement or replacement or refinancing agreement, provided that
any such amendment, restatement, modification, renewal, refunding agreement or replacement or refinancing
agreement may not be less favorable to the holders of the Notes with respect to the restrictions that apply to the
Company's ability to dividend, distribute or otherwise pay cash to CPH), including a requirement that Preem has
had more than $100 million of minimum liquidity in cash, cash equivalents and/or certain drawings available
under the A&R Credit Facility for a certain period before and at the time funds are dividended, distributed or
paid to CPH). See “Description of Certain Indebtedness—A&R Credit Facility— Restrictions on Upstreaming
of Cash”.

Additional restrictions on the distribution of cash to Corral Petroleum Holdings arise from, among
other things, applicable corporate and other laws and regulations and the terms of other agreements to which
Preem and its subsidiaries are or may become subject. Under Swedish law, Preem or its subsidiaries may only
pay a dividend to the extent that such corporate entity has positive net equity according to its adopted balance
sheet in its latest annual report (subject to any adjustments of the non-distributable equity after the balance sheet
date); provided, however, that the distribution of profits may not be made in any amount which, when
considering the demands with respect to the size of shareholders’ equity which are imposed by the nature, scope
and risks associated with the business, and, Preem’s or such subsidiary’s need to strengthen its balance sheet,
liquidity and financial position in general, would not be defendable.

As a result of the above, Corral Petroleum Holdings' ability to service Cash Interest payments or other
cash needs may become considerably restricted. If Preem is unable to pay dividends or otherwise transfer funds
to Corral Petroleum Holdings and if equity contributions from Corral Petroleum Holdings' parent company,
Moroncha Holdings, or from the Ultimate Shareholder, are not forthcoming, then Corral Petroleum Holdings
will be unable to satisfy its obligations to pay Cash Interest on the Notes and will be required to pay PIK Interest
instead and/or to refinance those obligations to avoid default. We can provide no assurance that Corral
Petroleum Holdings will be able to obtain the necessary funds from Preem or Moroncha Holdings or from the
Ultimate Shareholder, or that it will be able to refinance its obligations.

The Notes are structurally subordinated to the Group's debt and other liabilities, which could impair your
right to a payment on any sale of the Group's assets.

As of December 31, 2018, the Group had total consolidated third party debt (consisting of long term
third party debt and total financial current third party debt, which, in each case, excludes Subordinated
Shareholder Debt) of SEK 13,746 million (€1,338 million). Generally, creditors of a subsidiary will have a
claim on the assets and earnings of that subsidiary superior to that of creditors of its parent company, except to
the extent that the claims of the parent's creditors are guaranteed by a subsidiary. None of Preem or any other
subsidiary of Corral Petroleum Holdings will guarantee the Notes. The Notes are structurally subordinated in
right of payment to the existing and future debt and other liabilities of Preem and each of the other subsidiaries
of Corral Petroleum Holdings.

In the event of any bankruptcy, liquidation, reorganization or similar proceeding relating to any of
Corral Petroleum Holdings' subsidiaries, holders of their indebtedness and their trade creditors will generally be
entitled to payment of their claims from the assets of those subsidiaries before any assets are made available for
distribution to Corral Petroleum Holdings. The Notes, therefore, are structurally subordinated to creditors of all
direct and indirect subsidiaries of Corral Petroleum Holdings, whether or not the claims of such creditors are
secured.
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Corral Petroleum Holdings and its subsidiaries, including Preem, may be able to incur substantially more
debt, which could further exacerbate the risks described above.

Preem is the borrower under the A&R Credit Facility. Although the agreements governing many of
our financing arrangements contain restrictions on the incurrence of additional debt, these restrictions are
subject to a number of significant qualifications and exceptions. As a result, Corral Petroleum Holdings or any
of its subsidiaries may be able to incur substantial additional debt, including secured debt. In particular Corral
Petroleum Holdings may accrue PIK Interest under the Notes, which will increase the amount of Corral
Petroleum Holdings' outstanding debt in the future. To the extent we incur additional indebtedness, the
substantial leverage risks described above would increase.

A substantial part of our indebtedness, including borrowings under Preem's A&R Credit Facility, bear
interest at floating rates that could rise significantly, increasing our costs and reducing our cash flow.

Borrowings under Preem's A&R Credit Facility bear interest at floating rates of interest per annum
equal to EURIBOR, STIBOR, LIBOR and similar benchmarks, as adjusted periodically, plus a margin. These
interest rates could rise significantly in the future. Although certain interest rate hedging arrangements might be
available to fix a portion of these rates, there can be no assurance that hedging will continue to be available on
commercially reasonable terms. To the extent that interest rates were to increase significantly, our interest
expense would correspondingly increase, reducing our cash flow, thereby having an adverse effect on our
business, financial condition or results of operations.

The Notes and the A&R Credit Facility contain a number of restrictive covenants, which may not allow
Corral Petroleum Holdings to repay or repurchase the Notes.

Corral Petroleum Holdings' ability to comply with the restrictive covenants set forth in the 2021
Indenture, and Preem's ability to comply with the restrictive covenants set forth in the A&R Credit Facility, may
be affected by events beyond our control and we may not be able to meet our obligations under such debt
agreements. A breach of any of these covenants could result in a default under the 2021 Indenture or the A&R
Credit Facility and, potentially, an acceleration of Corral Petroleum Holdings' obligation to repay the Notes and
an acceleration of Preem's obligation to repay any amounts outstanding under the A&R Credit Facility, and
neither Corral Petroleum Holdings nor Preem may have sufficient funds to repay such amounts, including the
Notes.

If Corral Petroleum Holdings experiences a Change of Control (as defined in the 2021 Indenture) each
holder of the Notes may require Corral Petroleum Holdings to repurchase all or a portion of that holder's notes.

If a change of control were to occur, we cannot assure you that we would have sufficient funds
available at such time, or that we would have sufficient funds to provide to Corral Petroleum Holdings to pay
the purchase price of the Notes, or that the restrictions in the A&R Credit Facility, the 2021 Indenture or our
other then-existing contractual obligations would allow us to make such required repurchases. A change of
control may result in a mandatory prepayment of, an event of default under, or acceleration of, the A&R Credit
Facility, the Notes and our other indebtedness. The repurchase of the Notes pursuant to such an offer could
cause a default under our other indebtedness, even if the change of control itself does not. The ability of Corral
Petroleum Holdings to receive cash from its subsidiaries to allow them to pay cash to the holders of the Notes
following the occurrence of a change of control, may be limited by our then existing financial resources.
Sufficient funds may not be available when necessary to make any required repurchases. If an event
constituting a change of control occurs at a time when Corral Petroleum Holdings' subsidiaries are prohibited
from providing funds to Corral Petroleum Holdings for the purpose of repurchasing the Notes, we may seek the
consent of the lenders under such indebtedness to the purchase of the Notes or may attempt to refinance the
borrowings that contain such prohibition. If such a consent to repay such borrowings is not obtained, Corral
Petroleum Holdings will remain prohibited from repurchasing any Notes. In addition, we expect that we would
require third-party financing to make an offer to repurchase the Notes upon a change of control. We cannot
assure you that we would be able to obtain such financing.

Any failure by Corral Petroleum Holdings to offer to purchase the Notes would constitute a default

under the 2021 Indenture, which would, in turn, constitute a default under the A&R Credit Facility and certain
other indebtedness.
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The change of control provision contained in the 2021 Indenture may not necessarily afford you
protection in the event of certain important corporate events, including a reorganization, restructuring, merger or
other similar transaction involving us that may adversely affect you, because such corporate events may not
involve a shift in voting power or beneficial ownership or, even if they do, may not constitute a “Change of
Control” as defined in the 2021 Indenture. Except for in relation to a change of control, the 2021 Indenture does
not contain provisions that would require Corral Petroleum Holdings to offer to repurchase or redeem the Notes
in the event of a reorganization, restructuring, merger, recapitalization or similar transaction.

The definition of “Change of Control” in the 2021 Indenture includes a disposition of all or
substantially all of the assets of Corral Petroleum Holdings and its restricted subsidiaries, taken as a whole, to
any person. Although there is a limited body of case law interpreting the phrase “all or substantially all,” there
is no precise established definition of the phrase under applicable law. Accordingly, in certain circumstances,
there may be a degree of uncertainty as to whether a particular transaction would involve a disposition of “all or
substantially all” of Corral Petroleum Holdings' assets and its restricted subsidiaries taken as a whole. As a
result, it may be unclear as to whether a change of control has occurred and whether Corral Petroleum Holdings
is required to make an offer to repurchase the 2021 Notes.

The value of the Collateral may not be sufficient to satisfy Corral Petroleum Holdings' obligations under the
Notes, and the value of the Collateral may be adversely affected by the failure to perfect security interests in
the Collateral.

Corral Petroleum Holdings' obligation to make payments on the Notes will be secured only by a
first-priority pledge of all outstanding shares of capital stock of Corral Petroleum Holdings and, specifically,
does not include a lien over physical assets (including Preemraff Lysekil or Preemraff Gothenburg, or any other
assets generating cash) or a pledge over the outstanding shares of capital stock of Preem, our principal operating
subsidiary. Because the outstanding capital stock of Preem, as well as a substantial portion of the assets of
Preem, including Preem's refineries in Lysekil and Gothenburg as well as its inventory, insurance proceeds and
trade receivables are pledged under the A&R Credit Facility, if you are a holder of Notes, your ability to recover
assets based on the value of the Share Pledge of the outstanding shares of capital stock of Corral Petroleum
Holdings or any enforcement against the shares will be adversely affected to the extent creditors with claims
against the shares of Preem, or assets of Preem, including the refineries, enforce their security interest, which
will reduce the value remaining in the pledged shares of Corral Petroleum Holdings. In addition, upon an event
of default under the A&R Credit Facility, the lenders may enforce any and all of their security interests,
including their security interests in the capital stock of Preem, foreclose on Preem's refineries in Lysekil and
Gothenburg and enforce other security interests. In each case, we may be unable to operate our business.

In the event of enforcement of the Collateral, the proceeds from the sale of the Collateral may not be
sufficient to satisfy the obligations under the Notes. No appraisals of the Collateral have been prepared by us or
on our behalf in connection with the issuance of the Notes. The value of the Collateral and the amount to be
received upon a sale of such Collateral will depend upon many factors, including, among others, market and
economic conditions and the availability of buyers. The book value of the Collateral should not be relied upon
as a measure of realizable value for such assets. The potentially illiquid nature of the Collateral may negatively
impact its market value and may delay the ability to realize proceeds through enforcement. Consequently,
liquidating the Collateral securing the Notes may not produce proceeds in an amount sufficient to pay any
amounts due on the Notes.

In order to create a valid security interest under Swedish law, the property subject to such security
interest must fulfil the following criteria: (a) there must be an underlying debtor-creditor relationship in respect
of the obligations which the security purports to secure; (b) the pledgor must grant the security interest, typically
in the form of a pledge agreement; and (c) an act perfecting the security interest must take place. The method
for perfection varies depending on the asset type. In the case of shares, the perfection of the pledge is achieved
by transferring the share certificates to the possession of the pledgee, or, if no share certificates have been
issued, a notification to the board of directors of the pledged company and a registration of the pledge in the
share register of the pledged company. The pledgee is not entitled to vote for the shares but is, absent agreement
to the contrary, entitled to any bonus shares and any new shares issued in rights issues. Unless the pledgee and
the pledgor agree otherwise, the pledgor is entitled to all dividends until the bankruptcy date. The right to future
dividends can, however, be pledged to the pledgee or to a third party.
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A Swedish share pledge which has not been properly perfected does not constitute a validly existing
security interest and may therefore not be relied upon in relation to third parties.

When a Swedish court shall determine whether a security interest over movable assets and contractual
claims is perfected it will apply the law of the jurisdiction in which the relevant asset is located. Hence,
Swedish substantive law will be applicable only if the relevant shares are located within the borders of Sweden.

The Trustee or the Security Agent will not monitor the acquisition of future property or rights that
constitute Collateral or have any responsibility or obligation for the perfection of any security interest in favor of
the Notes against third parties.

The A&R Credit Facility is secured by a pledge of all outstanding shares of capital stock of Preem, which
could impair recovery under the Notes.

Preem's obligations under the A&R Credit Facility are secured by a pledge of all outstanding shares of
capital stock of Preem. In the event of a default under the A&R Credit Facility, if the lenders enforce their
security over these shares, Corral Petroleum Holdings would no longer control its operating company or the
Group and would lose the power to have dividends declared and paid to it. Were that to happen, we can make
no assurances that we would be able to meet our obligations under the Notes.

Your ability to benefit from the Share Pledge of Corral Petroleum Holdings may be limited due to security
interests granted to lenders under the A&R Credit Facility and the principles regarding enforcement of
collateral pursuant to the Intercreditor Agreement.

Corral Petroleum Holdings' obligation to make payments on the Notes will be secured only by a first
priority pledge of all outstanding shares of capital stock of Corral Petroleum Holdings and, specifically, does not
include a lien of the physical assets and which comprise Preemraff Lysekil or Preemraff Gothenburg, or any
other assets generating cash, or a pledge over the outstanding shares of capital stock of Preem, our principal
operating subsidiary. Because the outstanding capital stock of Preem as well as a substantial portion of the
assets of Preem, including Preem's refineries in Lysekil and Gothenburg as well as its inventory, insurance
proceeds and trade receivables are pledged under the A&R Credit Facility, if you are a holder of Notes, your
ability to recover assets based on the value of the Share Pledge of the outstanding shares of capital stock of
Corral Petroleum Holdings or any enforcement against the shares will be adversely affected to the extent
creditors with claims against the shares of Preem, or assets of Preem, including the refineries, enforce their
security interest, which will reduce the value remaining in the pledged shares of Corral Petroleum Holdings. In
addition, pursuant to the terms of the Intercreditor Agreement, the Security Agent acting on behalf of the holders
of the Notes, will be subject to a 30-day standstill period prior to the enforcement of the Collateral for the Notes
from the date of notice regarding any event of default under the 2021 Indenture. The lenders under the A&R
Credit Facility will be subject to a reciprocal 30-day standstill period prior to the enforcement of the pledge over
the shares in Preem by such lenders. For further details, see “Description of Certain Indebtedness—A&R Credit
Facility—Intercreditor Agreement.” In addition, upon an event of default under the A&R Credit Facility, the
lenders may enforce any and all of their security interests, including to dispose of the capital stock of Preem,
foreclose on Preem's refineries in Lysekil and Gothenburg and enforce other security interests. In each case, we
may be unable to operate our business.

The security interests in the Collateral are not directly granted to the holders of the Notes.

The security interests in the Collateral that will secure the obligations of Corral Petroleum Holdings
under the Notes are granted in favor of the Security Agent, the Trustee and each holder of the Notes (all as
represented by the Security Agent). However, in accordance with the 2021 Indenture, holders of the Notes will
not be entitled to take enforcement action in respect of the Collateral securing the Notes, except through the
Security Agent, who will (subject to the provisions of the 2021 Indenture) receive instructions from the Trustee,
acting on instructions of at least 25% of the holder of Notes, in respect of the Collateral.

We are controlled by one shareholder whose interests as they relate to us may conflict with your interests.

All of Corral Petroleum Holdings' share capital is wholly owned by Moroncha Holdings, and all of the
share capital of Moroncha Holdings is owned by the Ultimate Shareholder, Mr. Mohammed Hussein
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Al-Amoudi. Our board of directors consists of designees of Moroncha Holdings, whose board of directors
consists of designees of the Ultimate Shareholder. As a result, the Ultimate Shareholder indirectly controls our
operations and has the power to approve any action requiring shareholder approval (including adopting
amendments to our articles of association and approving mergers or sales of all or substantially all of our assets).
It is possible that the interests of Moroncha Holdings and the Ultimate Shareholder may conflict with your
interests as noteholders.

If we incur substantial operating losses or a reduction in the value of our assets, we may be subject to
liquidation under Swedish law, which would severely restrict our ability to meet our debt obligations.

In light of the several possible risks to our business discussed herein, including our debt denominated
in foreign currency, we may record losses that would reduce our share capital. To the extent these reductions
are substantial, we would need to take measures to avoid compulsory liquidation under the Swedish Companies
Act (Sw: Aktiebolagslagen (2005:551)). Such measures could include, among other things, raising more equity
from Mr. Al-Amoudi. Losses to our share capital may lead to our compulsory liquidation under Swedish
company law, which would constitute an event of default under the 2021 Indenture related to the Notes.

Under Swedish law, whenever a company's board of directors has a reason to assume that the
company's equity is less than half of the registered share capital, the company's board of directors shall
immediately prepare a special balance sheet (Sw: kontrollbalansrékning) and have the auditors examine it. The
same obligation arises if the company in connection with enforcement pursuant to Chapter 4 of the Swedish
Enforcement Code (Sw: Utsdkningsbalken (1981:774)) is found to lack seizable assets satisfying the enforced
claim in full.

If the special balance sheet shows that the equity of such company is less than half of the registered
share capital, the board of directors shall, as soon as possible, issue notice for a general meeting which shall
consider whether the company shall go into liquidation (initial general meeting for liquidation purposes). The
special balance sheet and the auditor's report with respect thereto shall be presented at the initial general
meeting.

If the special balance sheet presented at the initial general meeting fails to show that, on the date of
such meeting, the equity of the company amounts to the registered share capital and the initial general meeting
has not resolved that the company shall go into liquidation, the general meeting shall, within eight months of the
initial general meeting for liquidation purposes, reconsider the issue whether the company shall go into
liquidation (second general meeting for liquidation purposes). Prior to the second general meeting, the board of
directors shall prepare a new special balance sheet and have such reviewed by the company's auditors. The new
special balance sheet and the auditor's report thereon shall be presented at the second general meeting.

A court of general jurisdiction shall - upon request by certain parties (cf. below) - order that the
company go into liquidation where (i) a second general meeting for liquidation purposes is not held within the
period of time stated above; or (ii) the new special balance sheet which was presented at the second general
meeting for liquidation purposes was not reviewed by the company's auditor or fails to show that, on the date of
such meeting, the equity of the company amounts to at least the registered share capital and the general meeting
did not resolve that the company shall go into liquidation.

In such cases as referred to in the paragraph above, the board of directors shall petition the court for a
liquidation order. The petition shall be submitted within two weeks from the second general meeting for
liquidation purposes or, where such meeting has not been held, from the latest date on which the meeting should
have been held. The issue of liquidation may also be considered upon petition by a member of the board of
directors, the managing director, an auditor of the company or a shareholder.

Our consolidated financial statements reflect negative equity on a consolidated basis for the years

ended December 31, 2018, 2017 and 2016, but it is CPH on a stand-alone basis that would be assessed under the
Swedish rules regarding compulsory liquidation. The equity of CPH was positive on December 31, 2018.
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English insolvency laws differ from U.S. insolvency laws and your rights as our creditor may not be as strong
under English insolvency laws, which, in the event of our insolvency, may result in your claims remaining
unsatisfied.

We conduct some of our business on a regular basis in England and Wales. On that basis, an English
court may conclude that we have a “sufficient connection” with the United Kingdom and will have the requisite
jurisdiction to exercise its discretion as to whether it should sanction a scheme of arrangement under Part 26 of
the Companies Act 2006 (UK) pursuant to which we enter into a compromise or arrangement with is creditors.
A scheme of arrangement is governed by English company law. English company law differs from U.S.
company law and applicable U.S. bankruptcy laws, and your rights as our creditor may not be as strong under
English company law as they may be under U.S. laws.

It is also possible that we could be held to have our “center of main interest” (“CoMI”) in the UK and
to this extent, it may be able to pursue a company voluntary arrangement under Part | of the Insolvency Act
1986. Moreover, the relevant English insolvency statutes empower English courts to make an administration
order in respect of a company with its CoMI in England. An administration order can be made if the court is
satisfied that the relevant company is or is likely to become “unable to pay its debts” and that the administration
order is reasonably likely to achieve the purpose of administration. A company with its CoMI in England or the
directors of such company may also appoint an administrator out of court, although the company must be unable
to pay its debts at the time of such appointment. The purpose of an administration is comprised of three parts,
which must be looked at successively: rescuing the company as a going concern or, if that is not reasonably
practicable, achieving a better result for the company's creditors as a whole or, if neither of those objectives are
reasonably practicable and the interests of the creditors as a whole are not unnecessarily harmed thereby,
realizing property to make a distribution to secured or preferred creditors.

The rights of creditors, including secured creditors, are particularly curtailed in an administration.
During the administration, no proceedings or other legal process may be commenced or continued against
Corral Petroleum Holdings, except with leave of the court or consent of the administrator. In particular, upon
the appointment of an administrator, no step may be taken to enforce security over the company's property,
except with the consent of the administrator or the leave of the court.

In addition, an administrator is given wide powers to conduct the business and, subject to certain
requirements under the Insolvency Act 1986, dispose of the property of a company in administration.

However, the general prohibition against enforcement by secured creditors without consent of the
administrator or leave of the Court, and the administrators' powers with respect to floating and other security,
does not apply to any security interest created or arising under a financial collateral arrangement within the
meaning of the Financial Collateral Arrangements (No. 2) Regulations 2003 (UK). A financial collateral
arrangement includes (subject to certain other conditions) a pledge over shares in a company, where both the
collateral provider and collateral taker are non-natural persons.

Certain preferential claims, including unpaid contributions to occupational pension schemes in respect
of the twelve month period prior to insolvency, and unpaid employees' remuneration in respect of the four
month period prior to insolvency, will, while ranking behind the claims of holders of fixed security, rank ahead
of floating charges under English insolvency law. In addition, a prescribed part of floating charge realizations
(being 50% of the first £10,000 of net realizations and 20% of the net realizations hereafter, up to a maximum of
£600,000) is required to be set aside for the benefit of unsecured creditors and, as such, ranks ahead of the
relevant floating charge.

The English court may determine that it has jurisdiction to wind up Corral Petroleum Holdings as an
unregistered company provided that there is a “sufficient connection” with England, and the English court is
satisfied that there is no other more appropriate jurisdiction for the winding up to take place and there is a
reasonable possibility that there will be a real benefit to the creditors from the winding up in the English
jurisdiction. The winding up of a company by the English court would involve the appointment of a liquidator
under the Insolvency Act 1986 (UK).

Under English insolvency law, a transaction entered into by a company may be invalid or voidable in
certain circumstances. The liquidator of a company may, among other things, apply to the court to unwind a
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transaction entered into by a company, if such company were unable to pay its debts (as defined in Section 123
of the Insolvency Act 1986 (UK)) at the time of, or as a result of, the transaction and enters into liquidation
proceedings within two years of the completion of the transaction. A transaction might also be subject to a
challenge in the following instances: (i) pursuant to Section 238 of the Insolvency Act 1986 (UK) if it was
entered into by a company “at an undervalue,” that is, it involved a gift by the company, or the company
received consideration of significantly less value than the benefit given by such company; and/or (ii) pursuant to
Section 239 of the Insolvency Act 1986 (UK) if it could be said that the transaction constituted a “preference.”
A company gives a preference to a person if (a) that person is one of the company's creditors or a surety or
guarantor for any of such company's debts or other liabilities, and (b) that company does anything or suffers
anything to be done which (in either case) has the effect of putting that person into a position which, in the event
of a company going into insolvent liquidation, will be better than the position he would have been in if that thing
had not been done.

A court generally will not intervene, however, if a company entered into the transaction in good faith
for the purpose of carrying on its business, and that at the time it did so there were reasonable grounds for
believing the transaction would benefit such company. We believe that the Notes were not issued on terms that
would amount to a transaction at an undervalue, that the offering was in good faith for the purposes of carrying
on our business, and that there are reasonable grounds for believing that the transaction will benefit us. We
cannot assure you, however, that the issuance of the Notes will not be challenged by a liquidator or that a court
would support our analysis.

Under English insolvency law, any interest accruing under or in respect of the Notes for any period
from the date of commencement of liquidation proceedings could be recovered by holders of the Notes only
from any surplus remaining after payment of all other debts proven in the liquidation.

Swedish insolvency laws differ from U.S. insolvency laws and your rights as our creditor may not be equally
strong under Swedish insolvency laws, which, in the event of our insolvency, may result in your claims
remaining unsatisfied.

In any main insolvency proceedings initiated in Sweden against us, the insolvency laws of Sweden
would normally apply to the procedure, distribution of proceeds and ranking of claims etc. Under Swedish law,
there is no consolidation in bankruptcies of the assets and liabilities of a group of companies. This means that
subsidiaries are not automatically affected by a parent's bankruptcy. Moreover, even where subsidiaries would
be declared in bankruptcy, each individual company would be managed separately by its respective bankruptcy
administrators appointed by the local district court having jurisdiction over the respective company.
Consequently, our assets and those of our subsidiaries, including Preem, would first be used to satisfy the debts
of us and each respective subsidiary. Only in the event of a surplus, the proceeds would benefit our parent
company and the parent company's creditors. As a result, your ability to protect your interests as potential
creditors may not be as strong under Swedish law as it would be under U.S. law.

Rules of recovery under Swedish law may protect other creditors to your disadvantage.

Under Swedish law relating to recovery, it is possible that payments under the Notes or granted
securities could be voided as recoverable transactions. The overriding requirement for recovery is that the
challenged transaction is to the detriment of either the debtor or one of the creditors.

Under Swedish law, in the case of bankruptcy or company reorganization proceedings affecting us,
payments under the Notes (of principal or interest or otherwise) that are made less than three months before the
application for bankruptcy or company reorganization proceedings are filed with the competent court may, in
certain circumstances, be recovered if the payment is carried out:

. using unusual means of payment;
. prematurely; or
. in an amount that has caused a material deterioration of the debtor's financial position.
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Payments that nonetheless are deemed to be customary, having regard to the circumstances, are,
however, permissible. It should be noted that this recovery provision also applies to any set-off if the creditor
would not be entitled to set-off in the debtor's bankruptcy. Should the creditor be considered to be closely
related to the grantor, the relevant time period is less than two years before the application for bankruptcy or
reorganization, but in that case the payment will be recovered unless it is shown that the grantor was not, or did
not by that measure become, insolvent.

Further, any security granted may be recovered if (i) it was not provided for at the time the debt was
created or if it was not transferred to the secured party without delay following the creation of such debt unless
the security can nonetheless be considered ordinary having regard to the circumstances and (ii) it was
transferred less than three months before the application for bankruptcy or reorganization. Should the secured
party be considered to be closely related to the grantor, the relevant time period is less than two years before the
application for bankruptcy or reorganization, but in that case the security will be recovered unless it is shown
that the grantor was not, or did not by that measure become, insolvent.

A recoverable transaction can also be deemed to have taken place under the general provision on
recovery. According thereto, a payment under the Notes could be revoked if an agreement, transaction or other
act, such as the issuance of the Notes, favors a creditor in an undue manner to the detriment of another creditor
or causes the debtor’s assets to be unduly withheld from the creditors or the debts to be unduly increased,
provided that:

e the debtor was insolvent at the time the agreement, transaction or other act was concluded or
the debtor became insolvent as a result thereof, by itself or combined with other
circumstances; and

o the other party knew or should have known of the insolvency, as well as of the circumstances
that made the agreement, transaction or any other act undue.

If such an agreement, transaction or other act is concluded more than five years before the application
for bankruptcy or company reorganization was filed, the payment under the Notes could be revoked only if the
party to the agreement, transaction or other act was someone related to the bankrupt or reorganized party, such
as a group company.

Because Corral Petroleum Holdings is a Swedish company, it may be difficult for you to effect service of
process or enforce judgments against it or any of its executive officers or directors.

Corral Petroleum Holdings is incorporated under the laws of Sweden and all of Corral Petroleum
Holdings' directors and executive officers are not residents of the United States. Furthermore, a substantial
portion of the Group's assets and of the assets of such persons are located outside of the United States. As a
result, it may not be possible for investors to effect service of process within the United States upon Corral
Petroleum Holdings, any of its subsidiaries, including Preem or those persons, or to enforce the judgments of
U.S. courts predicated upon the civil liability provisions of U.S. federal or state securities laws against Corral
Petroleum Holdings, any of its subsidiaries, including Preem, or those persons. We have been advised by our
Swedish counsel that the United States and Sweden are not currently bound by a treaty providing for reciprocal
recognition and enforcement of judgments. According to such counsel, an enforceable judgment for the
payment of monies rendered by any U.S. federal or state court based on civil liability, whether or not predicated
solely upon the U.S. securities laws, would not be automatically enforceable in Sweden.

Cypriot insolvency laws differ from U.S. insolvency laws and your rights against Moroncha Holdings may
not be as strong under Cypriot insolvency laws, which, in the event of Moroncha Holdings' insolvency, may
result in your claims remaining unsatisfied.

Moroncha Holdings, the parent company of Corral Petroleum Holdings, is a private company limited
by shares, incorporated under the laws of Cyprus. Moroncha Holdings is in law a separate and distinct legal
entity from its subsidiaries and its parent and is not liable for the debts incurred by a member of the Group
unless and to the extent it has secured such debts or if it has participated in the conduct of the subsidiary's
business with intent to defraud its creditors within the meaning of the companies law applicable to Cyprus
(“Cyprus Companies Law™).
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The holders of the Notes take the risk that Moroncha Holdings might be wound up (declared insolvent).
In the event of a Cyprus company's insolvency, persons in whose favor the company has pledged the shares it
owns in other companies will (subject to issues related to fraudulent preferences) be secured creditors of the
company and will have priority against unsecured creditors, provided that the pledge has been validly
constituted and registered with the Registry Office in Cyprus against Moroncha Holdings. Subject to the
qualifications set out below, the commencement of insolvency proceedings against a Cyprus entity will not
affect the validity of the security granted by it to the creditor (secured creditor), and the secured creditor will be
entitled to preferential satisfaction, but only out of the proceeds of the realization of the security interest.
Ordinary creditors (other than secured creditors) shall have no right or priority in the proceeds emanating from
the realization of the secured interest except where there is a balance after the satisfaction of the debt of the
secured creditor. Non-secured creditors with preferential debts, being ordinary creditors whose debts are
specified in Sections 202AF and 300 of the Cyprus Companies Law, shall have priority over other unsecured
liabilities.

Under Section 202AF of the Cyprus Companies Law, the costs and expenses of an examiner of an
insolvent company who is appointed by the court pursuant to Section 202A of the Cyprus Companies Law, shall
be paid in priority to all other debts of that company. Also liabilities certified as being properly incurred by the
insolvent company to which an examiner has been appointed shall be paid in full in priority before any other
claim including winding up expenses and the remuneration of any liquidator, including a claim secured by a
floating charge but after any claim secured by any other encumbrance of a fixed nature or a pledge under any
compromise or scheme of arrangement or in any receivership or winding up of the company.

Under Section 300 of the Cyprus Companies Law, the following debts shall be paid in priority to all
other debts of an insolvent company (other than costs and expenses of the liquidation, including the liquidator's
remuneration):

. local rates and government taxes and dues from the company;
. wages or salary due to persons in the employment of the company;
. compensation payable by the company to its employees for personal injuries sustained in the

course of their employment; and
. accrued holiday remuneration becoming payable to the employees of the company.

Moreover, under the Cyprus Companies Law, any conveyance, charge, pledge, mortgage, delivery of
goods, payment, execution or other transaction relating to company property made or done by or against a
Cyprus company within six months before the commencement of its winding up by a court shall be deemed a
fraudulent preference and be invalid, provided that the main purpose of the company was to prefer a particular
creditor over other creditors and the transaction was voluntary. The transaction will be deemed to be fraudulent
regardless of whether any moral blame attaches to the company. The risks of a transaction being invalidated as
a fraudulent preference are greater where the transaction is made without any consideration or any pressure from
the creditor sought to be preferred or is hot commercially beneficial to the company. If the company is being
wound up, the liquidator may challenge the payment or other transaction as fraudulent and unenforceable and
seek to recover the payment made to the preferred creditor/invalidate the transaction.

Under the Cyprus Companies Law, in a winding up of a company by the Court, any disposition of the
property of the company, including shares in other companies and things in action made after the
commencement of the winding up shall, unless the Court otherwise orders, be void. Where a company is being
wound up by the Court, any attachment, sequestration, distress or execution put in force against the estate or
effects of the company, including shares in other companies, after the commencement of the winding up shall be
void to all intents. When a winding up order has been made or a provisional liquidator has been appointed in
respect of a Cyprus company, no action or proceeding shall be proceeded with or commenced against the
company except by leave of the Court and subject to such terms as the Court may impose.

35



Because Moroncha Holdings is a Cyprus company, it may be difficult for you to effect service of process or
enforce judgments against it or its director.

Moroncha Holdings is incorporated under the laws of Cyprus as a holding company. Its assets consist
of shareholdings in subsidiaries which are located outside the United States and its sole director is not a resident
of the United States. As a result it may not be possible for investors to effect service of process within the
United States upon Moroncha Holdings or its director, or to enforce judgments of U.S. courts predicated upon
the civil liability provisions of U.S. federal or state securities laws against Moroncha Holdings. We have been
advised by our Cyprus counsel that the United States and Cyprus are not currently bound by a treaty providing
for reciprocal recognition and enforcement of judgments in civil and commercial matters. According to such
counsel, an enforceable judgment for the payment of monies rendered by any U.S. federal or state court based
on civil liability, whether or not predicated solely upon the U.S. securities laws, would not directly be
enforceable in Cyprus.
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CAPITALIZATION

The following table sets out the historic consolidated capitalization of Corral Petroleum Holdings as of
December 31, 2018. You should read this table in conjunction with “Selected Consolidated Financial Data,”
“Management's Discussion and Analysis of Financial Condition and Results of Operations” and our
consolidated financial statements and the related notes, which are included elsewhere in this Annual Report.

As of December 31, 2018%

Actual
SEK €® $@
(in millions)
Revolving Credit Facility ..........ccccccooeiiiiincnns 6,883 670 767
Borrowing, CUIrent............c..eevvvuienieninnen. 488 47 54
Other interest bearing liabilities®...................... 18 2 2
2021 NOES ... 6,357 619 709
Total financial third party debt....................... 13,746 1,338 1,532
Subordinated Shareholder Debt..............cccocoeee 4,661 454 520
Total aggregate debt ...........cccoovveiirnicieninne 18,407 1,791 2,052
Total QUILY ...oveveeeeciecc e 2,978 290 332
Total indebtedness and equity.........c.cocccceeinae 21,385 2,081 2,384
1) All figures included in this consolidated capitalization table are excluding capitalized transaction costs Capitalized transaction
costs are SEK 333 million, EUR 32 million and USD 37 million.
2) Translations to euros and dollars provided solely for convenience by translating kronor into euro at the rate of €1.00 =

SEK 10.2753 and kronor into dollars at the rate of $1.00 = SEK 8.971 (the respective exchange rates on December 31, 2018).

?3) Other interest bearing liabilities is comprised of deposits.
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SELECTED CONSOLIDATED FINANCIAL DATA

The following tables present our selected financial and other data as of and for the periods presented.
The selected consolidated historical financial data presented in this section as of and for the years ended
December 31, 2018, 2017 and 2016 have been derived from our audited consolidated financial statements and
the related notes. Our audited consolidated financial statements as of and for the years ended
December 31, 2018 and 2017, and, for comparative purposes, our audited consolidated financial information as
of and for the year ended December 31, 2016, have been prepared in accordance with IFRS as adopted by the
EU. The audited financial statements have been audited by KPMG AB, independent accountants.

You should read the data below together with the information included under the headings “Risk
Factors,” “Management's Discussion and Analysis of Financial Condition and Results of Operations” and our
audited consolidated financial statements as of and for the years ended December 31, 2018 and 2017 and the
related notes, which are included elsewhere in this Annual Report.

Consolidated Balance Sheet Information:

As of December 31, 2018 As of December 31, 2017 As of December 31, 2016

SEK €@ SEK €@ SEK €@
(in millions)
(audited)

Totr?étlntanglble and tangible fixed assets, 11,788 1147 10,662 1,038 9.273 902
Financial @ssets .........ccccovvrveierinneiccene 373 36 312 30 243 24
Other short term assets ..........cccceveveeveinnane. 16,585 1,614 16,306 1,587 13,287 1,293
Cash and cash equivalents..........c.ccccccereeane. 1,423 138 1,083 105 1,030 100
Total aSSetS.....cvcviieieieiece e 30,169 2,936 28,363 2,760 23,833 2,319
Shareholders’ equity......c.cccccevvvrrrrernnen. 2,978 290 1,995 194 (769) (75)
Totg)l(::inancial long-term third party debt 12,924 1,258 10,100 083 10,395 1,012
Total financial current third party debt @® .. 488 47 903 88 103 10
Total financial third party debt @ ......... 13,412 1,305 11,003 1,071 10,498 1,022
Subordinated Shareholder Debt @................ 4,661 454 4,872 474 5,251 511
Total non-financial debt ............cccocevvverienene. 9,118 887 10,493 1,021 8,853 862
Total debt ® ... 27,191 2,646 26,368 2,566 24,602 2,394
Total equity and debt 30,169 2,936 28,363 2,760 23,833 2,319
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Consolidated Income Statement Information:

Year ended
December 31, 2018

Year ended
December 31, 2017

Year ended
December 31, 2016

December 31, 2018

December 31, 2017

SEK €@ SEK €@ SEK €@
(in millions)
(audited)
NEESAIES ....voiviiieicc s 103,641 10,086 78,581 7,648 66,225 6,445
EXCISE AULIES ... (11,087) (1,079) (9,829) (957) (10,184) (991)
SIS FEVENUE ...t 92,553 9,007 68,752 6,691 56,041 5,454
Cost 0f go0ds SOId .........cevvvirivirrieieiiiecreeae (88,529) (8,616) (63,440) (6,174) (50,929) (4,956)
Gross Profit/(10Ss)......ccccoereirenneieinescseeee 4,024 392 5,312 517 5,112 498
Selling eXPENSES ......ccoveiiviiiiricirie e (913) (89) (866) (84) (820) (80)
AdMINistrative eXPeNSES .........ccoeevrrriieerinserenens (1,122) (109) (864) (84) (813) (79)
Other operating iNCOME ..........ccccorvreeerinricceenes 443 43 465 45 321 31
Other operating eXPeNSES. .......cccovrerererreereresenenes — — — — — —
Operating profit/(10SS) .........ccoeevrerreneiineiienns 2,432 237 4,047 394 3,800 370
INErest INCOME ..o 8 1 6 1 6 1
Other financial income ©..........cccc.coocvovrvierrnirrs 3 0 395 38 17 2
INTErESt EXPENSE ....vuevvreeercrcieereieier e (1,476) (144) (1,400) (136) (1,560) (152)
Other financial expense V...........ccc.coevviveveeiiiinns (960) (93) (122) (12) (2,553) (248)
Profit/(Loss) before taxes .........ccccvevvvervierienniene. 8 1 2,926 285 (290) (28)
INCOME TAXES ...vevvveeeresie et ees 105 10 (659) (64) (340) (33)
Net profit/(Loss) for the year ............ccoccoeveinenne 113 11 2,267 221 (631) (61)
Consolidated statement of comprehensive income:
Year ended Year ended Year ended

December 31, 2016

SEK €@ SEK €@ SEK €@
(in millions)
(audited)
Net profit/loss for the year ...........cccccoveveiicinenne 113 11 2,267 221 (631) (61)
Other INCOME ... (37) 4 3) 0) (59) (6)
Comprehensive iINCOMe..........ccocooeviieneiincncenne, 76 7 2,264 220 (690) (67)
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Other Financial Data:

As of and for the As of and for the As of and for the
year Ended year Ended year Ended
December 31,2018 December 31,2017 December 31, 2016

SEK €@ SEK €@ SEK €@

(in millions)

(unaudited)
EBITDA @ oo 3,469 338 5,047 491 4,800 467
Adjusted EBITDA @ ... 3,571 348 4,189 408 3,399 331
Capital expenditure @0 .........co.coovoeeereees e 2,084 203 2,347 228 1,347 131
Cash flow from operating aCtiVities...........c.cooeeeirnvcrinnnceninene 392 38 2,159 210 4,287 417

@

)

@

®

4

®)
©
Q]

Unaudited translations to euros provided solely for convenience by translating kronor into euro at the rate of 10.2753 (the
exchange rate on December 31, 2018).

Total financial third party debt consists of total financial current third party debt and total financial long-term third party debt
(which, in each case, excludes Subordinated Shareholder Debt). Total third party debt is not an IFRS measure.

Total financial current third party debt represents total current debt excluding Subordinated Shareholder Debt. Total current debt
represents debt that is due within twelve months. For the periods ended December 31, 2018, 2017 and 2016, all of our total
financial current third party debt consisted of drawings under the A&R Credit Facility. In our consolidated financial statements,
total current debt is represented under current liabilities as “Borrowing.” Total financial current third party debt is not an IFRS
measure.

Total financial long-term third party debt represents total long-term debt excluding Subordinated Shareholder Debt. Total
long-term debt represents the sum of the figures represented under non-current liabilities as “Borrowing” in our consolidated
financial statements and is net of transaction expenses. Total financial long-term third party debt is not an IFRS financial
measure.

Subordinated Shareholder Debt, in our consolidated financial statements, is represented by “Bond loans shareholder in EUR,”
“Bond loans shareholder in USD,” “Shareholder loans subordinated in EUR” and “Shareholder loans subordinated in USD.”

Total debt consists of total financial third party debt and Subordinated Shareholder Debt and total non-financial debt.
Other financial income includes exchange rate gains and miscellaneous financial income.

Other financial expense includes exchange rate losses and miscellaneous expenses.

40



®

©)]

(10)

EBITDA, which we define to mean operating income before depreciation and amortization, is not a measure of liquidity or
performance calculated in accordance with IFRS and should not be considered as a substitute for operating earnings, net profit,
cash flows from operating activities or other statements of operations or cash flow data computed in accordance with IFRS. We
believe that EBITDA provides useful information to investors because it is a measure of cash flow and an indicator of our ability
to finance our operations, capital expenditures and other investments and our ability to incur and service debt. While
depreciation and amortization are considered operating costs, these expenses primarily represent the non-cash current period
allocation of costs associated with long-lived assets acquired or constructed in prior periods. Funds depicted by this measure
may not be available for management's discretionary use or for service of payment of interest or principle on our outstanding
indebtedness. Because all companies do not calculate EBITDA identically, the presentation of EBITDA may not be comparable
to similarly entitled measures of other companies. EBITDA is also calculated differently from “Consolidated EBITDA” for
purposes of various covenants applicable to us under the 2021 Notes. The following table presents a reconciliation of net income
to EBITDA.

Year ended December 31,

2018 2017 2016
(in million SEK)
Net profit/(loss) for the year...........c.coeviiiiiinnnieiecee 113 2,267 (631)
Add back:
INCOME TAX ..ttt (105) 659 340
Profit/Loss before taxes........cooevverriinenneiesceseseeeenes 8 2,926 (291)
Adjustments for:
Depreciation and amortization ..............cccceeeeveereinennns 1,037 1,000 1,001
Other financial eXPense .........ccccovvvieinnnecincces 960 122 2,553
Total INterest EXPENSE ......covevevevirirerieeirseieee s 1,476 1,400 1,560
INtErest INCOME ......cuviviiiiicie s (8) (6) (6)
Other financial INCOME..........ceeirrieineecce ?3) (395) @17
EBITDA ..o 3,469 5,047 4,800

Adjusted EBITDA is defined as EBITDA further adjusted to exclude inventory gains and losses and foreign currency gains and
losses and reflects the adjustments permitted in calculating covenant compliance under the A&R Credit Facility. We believe that
the inclusion of supplemental adjustments to EBITDA applied in presenting Adjusted EBITDA are appropriate to provide
additional information to investors about certain material normalizing items and create a useful indicator of our ability to finance
our operations, capital expenditures and other investments and our ability to incur and service debt. Funds depicted by this
measure may not be available for management's discretionary use or for service of payment of interest or principle on our
outstanding indebtedness. Because all companies do not calculate Adjusted EBITDA identically, the presentation of Adjusted
EBITDA may not be comparable to similarly entitled measures of other companies. The following table presents a reconciliation
of EBITDA to Adjusted EBITDA.

Year ended December 31,

2018 2017 2016

(in million SEK)

EBITDA ..ottt 3,469 5,047 4,800
Add back:

Inventory (gains)/ 10SSES.........ccvveririrerieiennnnnnne 356 (1,064) (1,279)
Foreign currency (gains)/l0Sses.............cocvceinae (254) 206 (122)
Adjusted EBITDA ......cccoouimienrcneernieins 3,571 4,189 3,399

Capital Expenditure consists of capital expenditures of intangible assets and capital expenditures of property, plant and
equipment.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following is a discussion of our results of operations and financial condition for the years ended
December 31, 2016, 2017 and 2018. The discussions regarding our results of operations are based on the
audited consolidated financial statements as of and for the years ended December 31, 2017 and 2018, and for
comparative purposes, our audited consolidated financial information as of and for the year ended
December 31, 2016.

We have prepared our consolidated financial statements in accordance with IFRS as adopted by the
EU. The following analysis contains forward-looking statements about our future revenue, operating results
and expectations that involve risks and uncertainties. Our actual results could differ materially from those
anticipated in the forward-looking statements as a result of numerous factors, including the risks discussed in
“Risk Factors™ and elsewhere in this Annual Report.

Overview of the Business

We are the largest oil refining company in the Nordic region in terms of capacity. We conduct our
business through our wholly owned operating company, Preem, which operates its business through two
segments, a Supply and Refining segment and a Marketing and Sales segment. We refine crude oil in Sweden
and then market and sell refined products primarily in Sweden and other north western European markets,
including Scandinavia, France, Germany and the United Kingdom, as well as the United States and, to a lesser
extent, other markets. Our refineries represented approximately 80% of the refining capacity in Sweden and
approximately 30% of the refining capacity in the Nordic region in 2018. We sell more refined products in
Sweden than any of our competitors. In Sweden, we had the leading market share in 2018 in terms of sales
volume of diesel, with approximately 35% of sales, according to the Swedish Statistical Central Bureau.

Our Supply and Refining segment purchases and refines crude oil and then sells refined products
wholesale to our Marketing and Sales segment and to third parties. We also own a strategically located network
of storage depots in Sweden. In 2018, our Supply and Refining segment sold approximately 77% (by value) of
its products to third parties and 23% (by value) to our Marketing and Sales segment as compared to 76% (by
value) and 24% (by value), respectively, in 2017. For the years ended December 31, 2016, 2017 and 2018, our
Supply and Refining segment had sales revenue (including internal sales and exchange rate differences) of SEK
53,808 million (€5,463 million), SEK 66,237 million (€6,724 million) and SEK 89,467 million (€8,707 million)
and an operating income of SEK 3,779 million (€384 million), SEK 4,403 million (€447 million) and SEK
2,646 million (€258 million), respectively.

Our Marketing and Sales segment consists of two divisions: an Energy division and a Retail division.
The Marketing and Sales segment resells refined products, wholesale, primarily in Sweden. We also sell our
gasoline and diesel through 334 Preem-branded service stations (of which 99 are manned which are company
owned and dealer-operated and 235 are unmanned, which are company owned and operated) along with
149 company-owned and operated unmanned Saifa-branded diesel truck stops. We also operate 3 commercial
road transport truck stops in Norway. For the years ended December 31, 2016, 2017 and 2018 our Marketing
and Sales segment had sales revenue (including internal sales and exchange rate differences) of
SEK 14,776 million (€1,500 million), SEK 18,679 million (€1,896 million) and SEK 23,875 million
(€2,324 million) and operating income of SEK 590 million (€60 million), SEK 581 million (€59 million) and
SEK 499 million (€49 million), respectively.

Key Factors Affecting Results of Operations

Our results of operations during the periods under consideration have been primarily affected by the
following factors.

Refining margins
Oil refineries measure the financial performance of their operations by their margins. A refinery's sales

revenue depends on refined product prices, currency fluctuations and throughput, which is a function of refining
capacity and utilization. The cyclicality of refined product prices results in high volatility of sales revenue.
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Consequently, sales revenue, viewed alone, is not indicative of an oil refining company's results. Earnings and
cash flow from refining are largely driven by gross and net margins, and a successful refinery strives to maintain
its profit margins from year to year, notwithstanding fluctuations in the prices of crude oil and refined products.
See “Business—Supply and Refining Operations—Raw Materials” and “—~Quantitative and Qualitative
Disclosures about Market Risk—Commaodity Price Risk” elsewhere in this Annual Report.

For the methodology on how we calculate our various margins, such as gross refining margin and
business margin, see “Presentation of Financial Information.”

Our refining margins are affected by numerous factors beyond our control, including the supply of and
demand for crude oil and refined products, which, in turn, depend on a variety of other factors. See “Risk
Factors—Risks Related to our Business—Prices for crude oil and refined products are subject to rapid and
substantial volatility which may adversely affect our margins and our ability to obtain necessary crude oil
supply.” These and other factors beyond our control are likely to play an important role in refining industry
economics.

The following table shows the calculation of margins for Preemraff Lysekil and Preemraff Gothenburg
for the years ended December 31, 2016, 2017 and 2018. In accordance with industry practice, the margins are
expressed in dollars per barrel.

Year Ended December 31,
% %
2016 2017 Change 2018 Change
(in dollars per barrel, except % change and total feedstock)

Preemraff Lysekil

Gross refining margin $/bbl.........ccocooeiiiiiiiieinn, 5.61 6.90 0.23% 5.79 (0.16)%
Variable refining costs $/bbl...........cccoviiinininnn, (0.46) (0.45) (0.02%)  (0.51) 0.13%
Refining margin $/bbl...........ccccooiiiiiiiiiens 5.15 6.44 0.25% 5.28 (0.18)%
Timing effects $/bbl ..., 0.15 0.35 1.35% 0.31 (0.11)%
Business margin $/bbl ..., 5.30 6.80 0.28% 5.59 (0.18)%
Sales other $/bbl @ ..........ooivverecceecree e, 0.17 0.18 0.13%  0.23 0.30%
Fixed expenses excl. depr. $/bbl.........cccccvveiinnnn, (1.23) (1.47) 0.19% (1.38) 0.06%
Net cash business margin, $/bbl .............cccoveeeennn, 4.23 5.53 0.31% 4.45 (0.20)%
Depreciation $/bbl ..., (0.83) (0.85) 0.03% (0.82) 0.04%
Net margin, $/bbl.........ccoooiiii, 3.40 4.67 0.37% 3.63 (0.22)%
Total feedstock (1,000 barrels).........cceoeveniiencnennn 76,845 77,398 0.01% 79,037 0.02%
Preemraff Gothenburg
Gross refining margin $/bbl.........ccocooeiiiiiiiieinn, 3.66 412 0.13% 4.53 0.10%
Variable refining costs $/bbl...........cccooiiiiniiinnn, (0.37) (0.41) 0.09% (0.39) (0.04)%
Refining margin $/bbl...........ccccooiiiiiiiiiies 3.29 3.71 0.13% 4.14 0.12%
Timing effects $/bbl ..., 0.15 0.35 1.35% 0.31 (0.13)%
Business margin $/bbl ..., 3.44 4.06 0.18% 4.45 0.09%
Sales other $/bbl @ ..........ooivverecceecree e, 0.07 0.08 0.24%  0.13 0.61%
Fixed expenses excl. depr $/bbl..........cccceovrineinnnnn, (1.27) (1.64) 0.29% (1.32) 0.20%
Net cash business margin, $/bbl .............cccoeeeeennnn, 2.23 2.50 0.12% 3.26 0.30%
Depreciation $/bbl ..o, (0.92) (0.85) (0.07%) (0.72) 0.15%
Net margin, $/bbl.........cooooiiii, 1.32 1.66 0.26 2.54 0.53%
Total feedstock (1,000 barrels).........c.ccccoeviiennnnnn, 38,228 36,116  (0.06%) 42,991 0.19%
1) Sales other consists of income from storage tickets sold to other oil companies, harbor dues and the sale of excess heat to the

municipalities of Gothenburg and Lysekil.
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S&P Global Platts, which acquired PIRA Energy Group in September 2016, presented their Annual
Guidebook 2019 in February 2019. In the Guidebook, they state that world oil product demand increased about
1.7 million barrels per day in 2018. The oil demand is reported to have averaged at 101.3 million barrels per day
in 2018, meaning there was an increase of 1.7%. The increase continues to mainly take place in emerging
markets rather than the OECD countries.

In the year ended December 31, 2018, our refining margins decreased by $1.16/bbl to $5.28/bbl at
Preemraff Lysekil and increased by $0.43/bbl to $4.14/bbl at Preemraff Gothenburg as compared to the year
ended December 31, 2017. The lower refining margin was primarily attributable to shrinking margins on
gasoline and heavy fuel oil. In the year ended December 31, 2017, our refining margins increased by $1.29/bbl
to $6.44/bbl at Preemraff Lysekil and decreased by $0.42/bbl to $3.71/bbl at Preemraff Gothenburg as compared
to the year ended December 31, 2016.

Price effect on inventories and margins

The value of our inventories of crude oil and refined products is impacted by the effects of fluctuations
in the market prices for crude oil and refined products, although the physical volume of our inventories remains
relatively stable over time. To the extent that crude oil and refined product prices fall in tandem, our gross
profit would generally be negatively affected because we compute the gross profit as the excess of sales revenue
(determined at the time of sale) over the cost of goods sold (determined using the first-in first-out accounting
principle). Conversely, a portion of the gross profit that we would record during a period of increasing prices
may be attributable solely to the increase in refined product prices during the period after we buy the crude oil
and prior to the time we sell the refined product. Therefore, for any given valuation date, we value our
inventory at the lower of the acquisition cost using the first-in first-out accounting principle and the actual value.
Subsequent movements in the price of the refined product will have a corresponding impact on our gross profit.

Refined product price changes often lag behind crude oil price changes. During periods of falling
crude oil prices our gross profit margins may increase, depending on the rate and the duration of the crude oil
price decrease and the degree to which crude oil prices drop more than refined product prices. For example, due
to this effect, the profitability of refining operations significantly increased during the last six months of 2014.
During periods of increasing crude oil prices, we believe that we experience the opposite effects.

During periods of falling crude oil prices, the cost of replenishing our crude oil inventories and, thus,
our working capital requirements similarly decrease and vice versa.

We believe that, although the price effect on inventories may impact our results for a given period, over
the long-term, the effects of rising and falling oil prices tend to offset each other. In addition, we believe that,
from a cash flow perspective, the effects of rising and falling oil prices on gross profit and working capital tend
to offset each other to an extent. In comparing our results from period to period, we believe that it is important
to note that these price effects on inventories are unrelated to, and do not reflect, the underlying efficiency of the
refineries. We strive to control the impact on our profitability of the volatility in feedstock costs and refined
product prices. See “Business—Supply and Refining Operations—Raw Materials” and “—~Quantitative and
Qualitative Disclosures about Market Risk—Commodity Price Risk.”

Fluctuations in foreign currency exchange rates

Our financial condition and results of operations are exposed to two types of risk related to foreign
currency exchange rates, specifically translation risk and transaction risk. We are exposed to translation risk
because a significant percentage of our sales and expenses are realized and incurred in currencies other than the
krona, which is our reporting currency. We are also exposed to translation risk because certain of our assets and
liabilities are denominated in currencies other than the krona. We are exposed to transaction risk because our
revenues and costs are denominated in both the dollar and the krona.

Translation risk
Revenues and expenses. Substantial portions of our revenues and expenses are recorded in dollars and

then translated into kronor for inclusion in our financial statements. Thus, a decline in the value of the dollar
against the krona will have a negative effect on our revenues as reported in kronor, that is, the krona value of our
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dollar-denominated revenues will decline. Conversely, an increase in the value of the dollar against the krona
will have a positive effect on our revenues as reported in kronor, that is, the krona value of our
dollar-denominated revenues will increase.

Inventory. In the course of our ordinary operations, we store significant amounts of crude oil and
refined products, the value of which is denominated in dollars because market prices for crude oil and refined
products are typically denominated in dollars. Our total inventories, which are accounted for as part of our
current assets, were SEK 10,543 million as of December 31, 2018. A decrease in the value of the dollar against
the krona will result in a decrease in the value of our inventories, when expressed in kronor. Foreign exchange
gains or losses on our inventory are included as part of cost of goods sold.

Indebtedness. As of December 31, 2018, 44% of our total debt, including Subordinated Shareholder
Debt, was denominated in dollars, 11% was denominated in kronor, 1% was denominated in Norwegian Krone
and 44% in Euro.

A decrease in the value of the dollar against the krona will result in a decrease in the krona value of our
dollar-denominated indebtedness. Conversely, an increase in the value of the dollar against the krona will result
in an increase in the krona value of our dollar-denominated indebtedness. Foreign exchange gains or losses on
our indebtedness are included as part of financial expense, net.

Transaction risk

We are exposed to transaction risk because our revenues and expenses are denominated in both kronor
and dollars. Accordingly, the relative movements of the krona/dollar exchange rate can significantly affect our
results of operations. For example, an appreciation of the krona against the dollar may adversely affect our
margins to the extent that our krona-denominated revenues do not cover our krona-denominated expenses. This
risk is reduced by matching sales revenues and expenses in the same currency, which is generally the practice in
our industry given the percentage of purchase and sales contracts that are denominated in dollars.

In addition, we are exposed to transaction risk in connection with our trade payables for crude oil
purchases. If the dollar changes in value against the krona between the date of purchase and the date of
payment, the difference in the krona value of our payment and the krona value of the trade payables would be
recorded as a foreign exchange gain or loss in our results of operations. We face a similar risk with respect to
our trade receivables for refined product sales.

Maintenance and other shutdowns

Our results of operations are generally affected by equipment shutdowns as part of our planned
maintenance, installation of equipment or to repair and recover from unplanned incidents.

At Preemraff Lysekil, a maintenance shutdown was conducted for inspection, repairs and catalyst
replacements at the Hydrogen Production Units and Isocracker plants, along with some other minor maintenance
activities in spring 2016. For more information about historical shutdowns, see “Business—Supply and
Refining Operations—Preemraff Lysekil—Developments” and “Business—Supply and Refining Operations—
Preemraff Gothenburg—Developments.”

Trend Information

Exchange rates. In the year ended December 31, 2018, the average value of the dollar against the
krona increased by approximately 2% and the average value of the dollar against the euro increased by 4.5%. In
2017, the average value of the dollar against the krona increased by approximately 1.5% and the average value
of the dollar against the euro increased by 2%. In 2016, the average value of the dollar against the krona
increased by approximately 1.5% and the average value of the dollar against the euro was almost unchanged.
See “—Key Factors Affecting Results of Operations—Translation Risk” above.

Volatile crude oil prices. The average price of crude oil in 2018 was USD 71 per barrel, which was

higher than the average price for 2017 of USD 54 per barrel. The year began with a price of USD 66 per barrel.
Due to production decreases by OPEC and a number of other countries of which Russia is the most important
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actor, combined with decreasing inventories, strong global economic growth and higher demand for fuel, the
price rose to the top quote for the year of USD 86 per barrel at the beginning of October, 2018.

OPECH+, as the group is called, gradually loosened the production restrictions, the United States’ crude
oil production set new records during the year and an increasing concern for global economic growth reversed
the price curve. Several geopolitical trouble spots affected the view of the world economy, including the greater
tension in trade issues between China and the U.S., the development of the UK’s exit from the EU and a higher
risk of and actual acts of war in the Middle East. The price dropped and ended up at USD 50 per barrel at the
end of the year. OPEC+ again took action in December, 2018 and decided to reduce production beginning in
20109.

Margin outlook. Industry margins may be volatile in the future, depending primarily on price
movements for crude oil and refined products, international political and economic developments.

Shift in refined product demand towards biofuels. Legislation and regulations, including with respect
to taxation of refined products, have been implemented all over Europe, with Sweden at the forefront. The
overall effect of such legislation has been the production of more environmentally-friendly products. An
increase in transit commercial traffic and a growing trend to switch from gasoline to diesel cars in Western
Europe has contributed to the increased demand for low-sulfur diesel. Furthermore, consumers have also begun
to shift towards alternative heating sources. Thus, we anticipate that the demand for heating oil will continue to
decrease, and, ultimately, that the market for heating oil for domestic heating will disappear. We are
well-positioned to respond to these shifts in the demand for refined products by pursuing biofuel growth
opportunities, which are currently accompanied by the added benefit of tax incentives. See “Business—
Sustainable Business Initiatives.”

Consolidation. Over the past several years, the European oil refinery and Swedish oil retail industry
has experienced noticeable consolidation as a result of industry mergers and acquisitions as well as closures of
competition. The consolidation has reduced the number of competitors operating in the marketplace.

Explanation of Key Income Statement Items

Net Sales. Our net sales include excise duties, which are taxes on petroleum products that we collect at
the point of sale and remit monthly, primarily to the Swedish government. The continuous collection of excise
duties at the time of sale and the holding of such excise duties until we are obligated to remit them to the
government enables us to use this cash to fund a significant portion of our working capital needs.

Sales Revenue. Sales revenue represents our net sales less the excise duties. Sales revenue also
includes foreign exchange gains or losses on our trade receivables. In this discussion, we have provided sales
revenue figures for our Supply and Refining segment and our Marketing and Sales segment. The sales revenue
of our Supply and Refining segment includes inter-company sales to the Marketing and Sales segment, and the
sales revenue of our Marketing and Sales segment includes the sales revenue received on the resale of such
refined products. The inter-company sales between our Supply and Refining segment and our Marketing and
Sales segment are made at market rates. Since refined products are commodities, these sales could have been
made to third parties at similar prices. We believe that the inclusion of these amounts in the sales revenue for
our Supply and Refining segment properly reflects the results of these segments for purposes of comparison.
These inter-company sales have been eliminated in our consolidated financial statements.

Cost of Goods Sold. Cost of goods sold consists of the cost of our crude oil and other feedstock
purchases (including transportation costs) and direct production costs (including depreciation of equipment used
in the refining process). Cost of goods sold also includes foreign exchange gains or losses on our inventory and
our trade payables. We rely primarily on spot market purchases. We regularly monitor market conditions for
various types of crude oil as well as demand for refined products.

Gross Profit/(Loss). Gross profit/(loss) is our sales revenue less the cost of goods sold.

Selling and Administrative Expenses. Selling and administrative expenses consist primarily of the
costs of sales and administrative personnel, advertising and promotions.
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Other Operating Income. Other operating income consists of our sales of surplus heat, harbor fees,
sales of storage certificates to other oil companies for their EU-imposed compulsory storage obligations, income
from the rental of dealer-operated service stations and several other items, none of which is individually
material. Our other operating income is largely attributable to our non-refining business.

Operating Profit/(Loss). Operating profit/(loss) is gross profit net of the foregoing items and net of
non-recurring items, if any. We have itemized the contributions to operating income of our Supply and Refining
segment and our Marketing and Sales segment.

Financial Expense, net. Financial expense, net, consists of interest income and expense, foreign
exchange gains or losses on our indebtedness, and certain other items.

Income Taxes. Income taxes consist of current tax payable on the taxable profit for the year and
deferred tax. We were subject to Swedish income tax at a rate of 22% in 2018 and 2017. We were also subject
to Norwegian income tax at a rate of 24% in 2018 and 2017. From 2019, the Swedish income tax rate will be
21.4% and the Norwegian tax rate 22%.

Non-controlling Interest. The non-controlling interest represents the minorities' interest in one of our

subsidiaries, Svensk Petroleum Foérvaltning AB. The non-controlling shareholder holds 34% of the outstanding
shares of Svensk Petroleum Férvaltning AB.

Results of Operations

Summary

The following table shows certain items derived from our consolidated financial statements for the
years ended December 31, 2016, 2017 and 2018.

Year Ended December 31,

% % %
2016 Change 2017 Change 2018 Change
(SEK in millions, except % changes)
NEL SAIES ... 66,225 (13) 78,581 19 103,641 32
EXCISE AULIES.....covvieeicicicieieieeee e (10,184) 4) (9,829) 3) (11,087) 13
SAlES FEVENUE ..o 56,041 (15) 68,752 23 92,553 35
Cost 0f g0OdS SOId ......c.cvveiieiiiiieieee e (50,929) ()] (63,440) 25 (88,529) 40
Gross Profit/(10SS) ........ccovvvrvnnnnnireee s 5,112 17 5,312 4 4,024 (24)
Selling and administrative eXpenses .........ccccoceevrenenes (1,633) 6 (1,730) 6 (2,035) 18
Other operating iNCOME ..........ccurueirerineieeseeseees 321 (8) 465 45 443 (5)
Other operating eXPENSES.........ccccuevrereeerereserenenenes — — — — — —
Operating Profit/(10SS)........c.ccererrreeinnicinrsece s 19 4,047 7 2,432 (40)
Financial expense, net @ 27 (1,121) (73) (2,424) 116
Profit/(loss) before taxes .........cccocoveveinnicnnnnccs (290) N/A 2,926 N/A 8 (100)
INCOME TAXES....ecveeeeeieriee et (340) (36) (659) 94 105 (116)
Net profit/(loss) for the year ...........c.cocovevenniciinnniens (631) N/A 2,267 (459) 113 (95)
Net comprehensive income
Other comprehensive iNCOMe ...........ccceevrereienenenns (59) N/A 3) N/A (37) N/A
Comprehensive INCOME .........ccoiirrveveininiieeeseiee s (690) N/A 2,264 N/A 76 N/A
1) Financial expense, net, consists of dividends received, interest income and expense, foreign exchange gains or losses on our

indebtedness and certain other items.

47



The following table shows the sales revenue and operating profit/(loss) for our business segments for
each of the years ended December 31, 2016, 2017 and 2018.

Year Ended December 31,

2016 2017 2018

(SEK in millions)

Sales Revenue:

SUpPly and REFINING @........covoeececeece st 53,808 66,237 89,467
IMIBEKELING ... bbbttt 14,776 18,679 23,875
EXChange rate diffErENCES ........coveiieiceeeces et snens 95 (137) 111
GrOUP EIIMINGLIONS. ...ttt bbbttt b bbbttt (12,638) (16,027) (20,900)
TOtal SAlES REVENUE P ..ot 56,041 68,752 92,553
Operating profit/(loss):
SUPPIY AN REFINING. ...ttt 3,779 4,403 2,646
LY TG o TSRS 590 581 499
Other non-allocated income (EXPENSE) @) .............vvervecrreeieeiesessee s (570) (937) (714)
Total 0perating Profit/(10SS)..........cccoiiiiiiiiiiicciee e 3,799 4,047 2,431
1) Includes sales by our Supply and Refining segment to our Marketing and Sales segment, SEK 20,899 million for 2018 (€2,034)

million), SEK 16,019 million for 2017 (€1,559 million) and SEK 12,612 million for 2016 (€1,227 million). These sales are made
at market rates. Since refined products are commodities, these sales could have been made to third parties at similar prices. We
believe that including these amounts in Supply and Refining segment sales revenue properly reflects the results of these segments
for purposes of comparison. Such inter-company sales are eliminated in our audited annual consolidated financial statements.

2 Total sales revenue is our net sales less excise duties, which are taxes collected at the point of sale by us and remitted to the
governments of the countries in which we operate, primarily Sweden.

?3) In order to evaluate the performance of our segments, we allocate certain items as “non-allocated income (expense).”
Specifically, we include in non-allocated income (expense) our “corporate cost center” and foreign exchange gains or losses
related to our inventory and our trade payables/receivables. Our corporate cost center includes administrative and
personnel-related expenses.

Year ended December 31, 2018 compared to the year ended December 31, 2017

Net Sales. Our net sales for the year ended December 31, 2018 were SEK 103,641 million, an increase
of SEK 25,060 million, or 32%, from SEK 78,581 million for the year ended December 31, 2017.

The average Dated Brent Crude price was $71 per barrel during 2018 compared to $54 per barrel
during 2017, which had a negative impact on net sales.

Sales revenue. Sales revenue for the year ended December 31, 2018 was SEK 92,553 million, an
increase of SEK 23,801 million, or 35%, from SEK 68,752 million for the year ended December 31, 2017.
Sales revenue for our Supply and Refining segment increased by 35% to SEK 89,467 million for the year ended
December 31, 2018 from SEK 66,237 million for the year ended December 31, 2017. Sales revenue for our
Marketing and Sales segment increased by 28% to SEK 23,875 million for the year ended December 31, 2018
from SEK 18,679 million for the year ended December 31, 2017. This increase was mainly attributable to
higher crude oil prices that resulted in higher product prices.

Cost of goods sold. Cost of goods sold for the year ended December 31, 2018 was SEK 88,529
million, an increase of SEK 25,089 million, or 40%, from SEK 63,440 million for the year ended December 31,
2017. This increase was primarily attributable to higher crude oil prices.

Gross profit. Gross profit for the year ended December 31, 2018 was SEK 4,024 million, a decrease of
SEK 1,288 million, from a gross profit of SEK 5,312 million for the year ended December 31, 2017. The price
effect on inventories amounted to a loss of SEK 356 million compared to a gain of SEK 1,064 million for the
year ended December 31, 2017, representing a profit decrease of SEK 1,420 million. This year-on-year decrease
in earnings is mainly due to decreasing market price for crude oil and products during the year. The Dated Brent
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crude price ended 2018 at $ 50 per barrel, down by $ 16 per barrel compared to December 2017. In the previous
year, the Dated Brent crude price increased by $ 11 per barrel. The average refining margin decreased to 4.88
$/bbl during the year ended December 31, 2018 from 5.58 $/bbl during the year ended December 31, 2017, but
this was largely offset by higher production volumes for the year ended December 2018.

Selling and administrative expenses. Selling expenses for the year ended December 31, 2018 were
SEK 913 million, an increase of SEK 47 million, or 5%, from SEK 866 million for the year ended December 31,
2017. Administrative expenses for the year ended December 31, 2018 were SEK 1,122 million, an increase of
SEK 258 million, or 30%, from SEK 864 million for the year ended December 31, 2017. The increase in
administrative expenses was primarily attributable to higher consultancy costs.

Other operating income. Other operating income for the year ended December 31, 2018 was SEK 443
million, a decrease of SEK 22 million, from SEK 465 million for the year ended December 31, 2017.

Operating profit. Operating profit for the year ended December 31, 2018 was SEK 2,432 million, a
decrease of SEK 1,615 million, from a profit of SEK 4,047 million for the year ended December 31, 2017. The
operating profit of our Supply and Refining segment was SEK 2,646 million for the year ended December 31,
2018, a decrease of SEK 1,757 million, from an operating profit of SEK 4,403 million for the year ended
December 31, 2017. This decrease in operating profit was mainly due to price loss on inventories. The Dated
Brent crude price ended 2018 at $ 50 per barrel, down by $ 16 per barrel compared to December 2017. In the
previous year the Dated Brent crude price increased by $ 11 per barrel. Our Marketing and Sales segment
generated an operating profit of SEK 499 million for the year ended December 31, 2018, a decrease of SEK 82
million from an operating profit of SEK 581 million for the year ended December 31, 2017. This decrease in
operating profit was mainly due to the divestment of subsidiary Preem Gas in the year ended December 31,
2017.

Financial expense, net. Our financial expense, net, for the year ended December 31, 2018 was SEK
2,424 million, an increase of SEK 1,303 million from SEK 1,121 million for the year ended December 31, 2017.
Financial expense, net, for the year ended December 31, 2018 was negatively affected by exchange rate losses
realized and unrealized, mainly due to a weaker SEK against USD, of SEK 836 million, compared to a gain of
SEK 397 million for the year ended December 31, 2017. For the year ended December 31, 2018, interest
expense amounted to SEK 1,476 million, an increase of SEK 76 million from SEK 1,400 million for the year
ended December 31, 2017. Other financial expense, net amounted to a loss of SEK 120 million for the year
ended December 31, 2018 compared to a loss of SEK 124 million in 2017.

Income taxes. Income tax revenue for the year ended December 31, 2018 was SEK 105 million, a
change of SEK 764 million from a tax cost of SEK 659 million for the year ended December 31, 2017. The
effective tax rate would therefore amount to a negative rate in 2018 compared to an effective tax rate of 23% in
2017. The income tax revenue is attributable to the decreased operational result, change in tax rates in Sweden
(from 22% in 2018 to 21.4% in 2019) and non-taxable income.

Net profit/(loss). Net profit for the year ended December 31, 2018 was SEK 113 million, a decrease of
SEK 2,154 million from a net profit of SEK 2,267 million for the year ended December 31, 2017 as a result of
factors discussed above.

Year ended December 31, 2017 compared to the year ended December 31, 2016

Net Sales. Our net sales for the year ended December 31, 2017 were SEK 78,581 million, an increase
of SEK 12,356 million, or 19%, from SEK 66,225 million for the year ended December 31, 2016.

The average Dated Brent Crude price was $54 per barrel during 2017 compared to $44 per barrel
during 2016, which had a positive impact on net sales.

Sales revenue. Sales revenue for the year ended December 31, 2017 was SEK 68,752 million, an
increase of SEK 12,711 million, or 23%, from SEK 56,041 million for the year ended December 31, 2016.
Sales revenue for our Supply and Refining segment increased by 23% to SEK 66,237 million for the year ended
December 31, 2017 from SEK 53,808 million for the year ended December 31, 2016 Sales revenue for our
Marketing and Sales segment increased by 26% to SEK 18,679 million for the year ended December 31, 2017
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from SEK 14,776 million for the year ended December 31, 2016. This increase was mainly attributable to
higher crude oil prices that resulted in higher product prices.

Cost of goods sold. Cost of goods sold for the year ended December 31, 2017 was SEK 63,440
million, an increase of SEK 12,511 million, or 25%, from SEK 50,929 million for the year ended December 31,
2016. The increase was primarily attributable to higher crude oil prices.

Gross profit. Gross profit for the year ended December 31, 2017 was SEK 5,312 million, an increase
of SEK 200 million, from a gross profit of SEK 5,112 million for the year ended December 31, 2016. The price
effect on inventories amounted to a gain of SEK 1,064 million compared to a gain of SEK 1,279 million for the
year ended December 31, 2016, representing a profit decrease of SEK 215 million. This year-on-year increase in
earnings is mainly due to stronger refining margins, with the diesel and heavy fuel oil margins gaining ground.
The average refining margin improved from $4.53 per barrel for the year ended December 31, 2016 to $5.58 per
barrel for the year ended December 31, 2017.

Selling and administrative expenses. Selling expenses for the year ended December 31, 2017 were
SEK 866 million, an increase of SEK 46 million, or 6%, from SEK 820 million for the year ended December 31,
2016. Administrative expenses for the year ended December 31, 2017 were SEK 864 million, an increase of
SEK 51 million, or 6%, from SEK 813 million for the year ended December 31, 2016. The increase in
administrative expenses was primarily attributable to higher consultancy costs.

Other operating income. Other operating income for the year ended December 31, 2017 was SEK 465
million, an increase of SEK 144 million, from SEK 321 million for the year ended December 31, 2016.

Operating profit. Operating profit for the year ended December 31, 2017 was SEK 4,047 million, an
increase of SEK 247 million, from a profit of SEK 3,800 million for the year ended December 31, 2016. The
operating profit of our Supply and Refining segment was SEK 4,403 million for the year ended December 31,
2017, an increase of SEK 624 million, from an operating profit of SEK 3,779 million for the year ended
December 31, 2016. This increase in operating profit was mainly due to stronger refining margins. The
weighted refining margin increased to $/bbl 5.58 during the year ended December 31, 2017 from $/bbl 4.53
during the year ended December 31, 2016. Our Marketing and Sales segment generated an operating profit of
SEK 581 million for the year ended December 31, 2017, a decrease of SEK 9 million from an operating profit of
SEK 590 million for the year ended December 31, 2016. Volumes have increased by 8% during 2017 but at
lower margins which explains the decrease in the Marketing and Sales segment's operating profit.

Financial expense, net. Our financial expense, net, for the year ended December 31, 2017 was SEK
1,121 million, a decrease of SEK 2,969 million from SEK 4,090 million for the year ended December 31, 2016.
Financial expense, net, for the year ended December 31, 2017 was positively affected by exchange rate gains
realized and unrealized, mainly due to a weaker dollar, of SEK 397 million, compared to a loss of SEK 854
million for the year ended December 31, 2016. For the year ended December 31, 2017, interest expense
amounted to SEK 1,400 million, a decrease of SEK 160 million from SEK 1,560 million for the year ended
December 31, 2016. Other financial expense, net amounted to a gain of SEK 273 million for the year ended
December 31, 2017, an increase of SEK 2,809 million from a loss of SEK 2,536 million for the year ended
December 31, 2016. Included in other financial net 2016 is a provision for the value of a promissory note from
Corral Morocco Gas & Oil of SEK 1,567 million for the year ended December 31, 2016.

Income taxes. Income taxes for the year ended December 31, 2017 were SEK 659 million, an increase
of SEK 319 million from a tax cost of SEK 340 million for the year ended December 31, 2016. The increase
was attributable to the improved operational results in the year ended December 31, 2017 as described above.
The effective tax rate amounted to 23% in 2017 compared to 117% in 2016. The effective tax rate in 2016 was
impacted by non-deductible write-down of the receivable from Corral Morocco Gas & Oil.

Net profit/(loss). Net profit for the year ended December 31, 2017 was SEK 2,267 million, an increase

of SEK 2,898 million from a net loss of SEK 631 million for the year ended December 31, 2016 as a result of
factors discussed above.
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Liquidity and Capital Resources
Overview

Our primary cash requirements include purchase of feedstocks and products, upgrade and maintenance
projects, servicing indebtedness, funding construction and general working capital needs. Our primary sources
of liquidity are available cash reserves, internal cash generation, long-term debt, short-term working capital
financing and short-term use of excise duties collected. We operate in an environment in which liquidity and
capital resources are affected by changes in the prices for crude oil and refined products, and by a variety of
risks, including currency and regulatory risks. Historically, our cash and short-term credit have been sufficient
to finance such purchases. We depend upon a small humber of suppliers and we expect to continue to rely on
trade credit from our suppliers to provide a portion of our working capital. As of December 31, 2018, we
benefitted from trade credit from suppliers for the purchase of crude oil for an aggregate amount of $455 million
(or equivalent). The trade credit lines are uncommitted and therefore there can be no assurances that we can
continue to benefit from such credit lines.

We believe that, based on our current level of operations, our operating cash flows and available
amounts under our A&R Credit Facility will be sufficient to fund our anticipated purchases of inventory, capital
expenditures and debt service requirements for the next five years, subject to a variety of factors, including
(i) our future ability to generate cash flows from our operations, which is subject to certain general economic,
financial, industry, legislative, regulatory and other factors beyond our control, (ii) the level of our outstanding
indebtedness and prevailing interest, which affects our debt service requirements with respect to such
indebtedness and (iii) our capital expenditure requirements.

Preem’s capital expenditures on intangible assets and property, plant and equipment for the year ended
December 31, 2018 totalled SEK 2,084 million ($232 million). The expenditure attributable to the maintenance
shutdown totalled SEK 84 million, and an additional SEK 662 million was expended on operational
improvements on top of that. SEK 1,071 million was expended on profitability improvements, SEK 146 million
on establishing and renovating stations and SEK 121 million on environmental and safety improvement
measures. Investments in safety and environmental upgrades are also required under Swedish law or by Swedish
authorities. See “Risk Factors—Risks Related to our Business—We are subject to governmental laws and
regulations, including environmental laws and regulations on climate change, occupational health and safety
laws, competition laws and energy laws in Sweden and elsewhere, which may impact our business and results of
operations—Changes in environmental laws and regulations” for more information.

Cash flow

The table below shows a summary of our consolidated cash flow statements for the years ended
December 31, 2016, 2017 and 2018.

Year Ended
December 31,
2016 2017 2018
(SEK in millions)
Profit/(L0OSS) DEFOIE tAXES .....cueuiiieiieiiiietei bbbt (291) 2,926 8
Adjustments for items not included in cash FIOW............ccoeiiieiiiiiinirc e 4,075 1,758 2,469
TAXES PAIH ..ttt bbb bbb bt bbb bR R £ R £ R £ b e R Rt bR b bt b e b et b r e e 0 4 5)
3,784 4,680 2,472

Adjustments for

Decrease/(INCrease) iN INVENTOMIES .........co.ciieiiiiiiieisieisie ettt (2,129) (2,232) (263)

Decrease/(increase) in CUrrent reCeIVAbIES..........coovrviciririiiiieiree s (426) (885) 60

(Decrease)/increase in labilities............ociiiiieice s 3,058 596 (1,877)
Cash flow from/(used in) Operating aCtiVities............cccovrirrriiiriniice e 4,287 2,159 392
Cash flow used in INVESIMENT ACTIVILIES.........couriiviiiiiiiiice et (1,356) (2,347) (2,084)
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Cash fIOW after INVESTMENTS.........o.oiiiiiie bbbt 2,931 (188) (1,692)
Cash flow from/(used in) fiNANCING ACHIVITIES.........ccoovriiiiiiiieicec e (2,336) 226 2,025

QLo Lo 1] I 10 2RSSR 595 38 333

Year ended December 31, 2018 compared to the year ended December 31, 2017

Cash flow from operating activities amounted to SEK 392 million in the year ended December 31,
2018 compared to cash flow from operating activities of SEK 2,159 million in the year ended December 31,
2017, a decrease of SEK 1,767 million. Adjustments for non cash items had a positive impact of SEK 2,469
million for the year ended December 31, 2018 compared to a positive impact of 1,758 million for the same
period in 2017, an increase of SEK 711 million.

Taxes paid amounted to SEK 5 million in the year ended December 31, 2018 compared to
SEK 4 million in the year ended December 31, 2017.

Cash flow was negatively impacted by movements in working capital of SEK 2,080 million in the year
ended December 31, 2018 compared to a negative effect of SEK 2,521 million in the year ended December 31,
2017. Cash flow used in inventories amounted to SEK 263 million in the year ended December 31, 2018,
primarily due to higher volumes of finished products in the inventory. In the year ended December 31, 2017,
cash flow from inventories amounted to SEK 2,232 million. Cash flow from operating receivables amounted to
SEK 60 million in the year ended December 31, 2018, primarily due to lower prices on refined products as well
as lower volumes sold at year-end. In 2017 cash flow used in operating receivables amounted to SEK 885
million. Cash flow used in operating liabilities amounted to SEK 1,877 million in the year ended December 31,
2018, primarily due to the lower price of crude oil, compared to cash flow used in operating liabilities of SEK
596 million in the year ended December 31, 2017.

Cash flow used in investment activities for the year ended December 31, 2018 amounted to SEK 2,084
million, a decrease of SEK 263 million, compared to SEK 2,347 million for the same period in 2017. The
decrease in investing activities was mainly due to the major maintenance turnaround performed in Gothenburg
in 2017.

Cash flow from financing activities amounted to SEK 2,025 million in the year ended December 31,
2018 compared to cash flow from financing activities of SEK 226 million for the same period in the year ended
December 31, 2017. Cash flow from financing activities is attributable to (net) drawings of loans under the
A&R Credit Facility as a consequence of the negative cash flow from operating activities. Cash flow from
operating activities includes cash coupon payments on the 2021 Notes, totaling SEK 740 million.

Year ended December 31, 2017 compared to the year ended December 31, 2016

Cash flow from operating activities amounted to SEK 2,159 million in the year ended December 31,
2017 compared to cash flow from operating activities of SEK 4,287 million in the year ended December 31,
2016, a decrease of SEK 2,128 million. Adjustments for non-cash items had a positive impact of SEK 1,758
million for the year ended December 31, 2017, a decrease of SEK 2,317 million, compared to
SEK 4,075 million for the same period in 2016.

Taxes paid amounted to SEK 4 million in the year ended December 31, 2017 compared to
SEK 0 million in the year ended December 31, 2016.

Cash flow was negatively impacted by movements in working capital of SEK 2,521 million in the year
ended December 31, 2017 compared to a positive effect of SEK 503 million in the year ended December 31,
2016. Cash flow used in inventories amounted to SEK 2,232 million in the year ended December 31, 2017,
primarily due to the increase in the price of crude oil, compared to cash flow from inventories of
SEK 2,129 million in the year ended December 31, 2016. Cash flow used in operating receivables amounted to
SEK 885 million in the year ended December 31, 2017, primarily due to higher prices on refined products as
well as higher volumes sold at year-end. In 2016 cash flow used in operating receivables amounted to
SEK 426 million. Cash flow from operating liabilities amounted to SEK 596 million in the year ended
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December 31, 2017, primarily due to the increase in the price of crude oil, compared to cash flow used in
operating liabilities amounting to SEK 3,058 million in the year ended December 31, 2016.

Cash flow used in investment activities for the year ended December 31, 2017 amounted to
SEK 2,347 million, an increase of SEK 991 million, compared to SEK 1,356 million for the same period in
2016. The increase in investing activities was mainly due to the investment in a vacuum distillation unit at the
refinery in Lysekil, upgrade of the IT-systems, investment in a hydrogen production unit at the Gothenburg
refinery and turnaround costs.

Cash flow from financing activities amounted to SEK 226 million in the year ended December 31,
2017 compared to cash flow used in financing activities of SEK 2,336 million for the same period in the year
ended December 31, 2016. Cash flow from financing activities is attributable to (net) drawings of loans under
Preem's revolving credit facility as a consequence of the negative cash flow from operating activities. Cash flow
from operating activities includes cash coupon payments on Corral Petroleum Holdings” 2021 Notes, totaling
SEK 806 million.

Future capital needs and resources and capital expenditures

Corral Petroleum Holdings' future capital needs relate primarily to the obligation to make semi-annual
interest payments on the Notes (if paid in cash) and principal payments on the Notes. As a holding company,
Corral Petroleum Holdings is dependent upon equity contributions from its parent company, Moroncha
Holdings, or its Ultimate Shareholder, dividends, permitted repayment of intercompany debt, if any, and other
transfers of funds from Preem. See “—Restrictions on Transfers of Funds” and “Risk Factors—Risks Related to
our Capital Structure—Corral Petroleum Holdings is a holding company with no revenue generating operations
of its own. Corral Petroleum Holdings depends on the ability of its subsidiaries, including Preem, to distribute
cash to it, and any inability of any of its subsidiaries to transfer funds to it will negatively affect Corral
Petroleum Holdings' ability to meet its debt service and other obligations.”

Corral Petroleum Holdings' principal source of liquidity on an ongoing basis is Preem's operating cash
flow. Corral Petroleum Holdings' ability to generate cash depends on the Group's future operating performance,
which in turn depends to some extent on general economic, financial, industry and other factors, many of which
are beyond Corral Petroleum Holdings' control, as well as the other factors discussed in “Risk Factors.”

Although we believe that the Group's expected cash flows from operations, together with available
borrowings, will be adequate to meet the Group's anticipated liquidity and debt service needs, we cannot assure
you that the Group's business will generate sufficient cash flows from operations or that future debt and equity
financing will be available to Corral Petroleum Holdings in an amount sufficient to enable Corral Petroleum
Holdings to pay its debts when due, including the Notes, or to fund Corral Petroleum Holdings' other liquidity
needs.

We believe that the potential risks to the Group's liquidity include:

. a reduction in cash flows from operations due to a lowering of net income from the Group's
operations, which could be due to downturns in the Group's performance or the industry as a
whole;

. adverse working capital developments (including changes in the price of Dated Brent Crude);

. exposure to increased interest rates in relation to the Group's borrowings which bear interest at a

variable rate, including the A&R Credit Facility; and

. unbudgeted and mandatory capital expenditure, such as due to higher than expected expenses in
connection with maintenance and upgrades at the Group's refineries, including for
environmental compliance.
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If the Group's future cash flows from operations and other capital resources are insufficient to pay
Corral Petroleum Holdings' obligations as they mature or to fund Corral Petroleum Holdings' liquidity needs, we
may be forced to:

. reduce or delay our business activities and capital expenditure;

. sell assets;

. obtain additional debt or equity capital; or

. restructure or refinance all or a portion of our debt, including the Notes, on or before maturity.

We cannot assure you that we would be able to accomplish any of these alternatives on a timely basis
or on satisfactory terms, if at all. In addition, the terms of our existing debt, including the Notes and the A&R
Credit Facility, limit our ability to pursue any of these alternatives, as may the terms of any future debt.

We anticipate that Corral Petroleum Holdings' high leverage will continue for the foreseeable future.
Corral Petroleum Holdings' high level of debt may have important negative consequences for you. For more
information, see the section entitled “Risk Factors—Risks Related to our Capital Structure—Our substantial
indebtedness poses certain risks and may affect our ability to service our debt, including the Notes, and to
operate our business.” See also “Description of Certain Indebtedness”.

Description of indebtedness

Corral Petroleum Holdings is highly leveraged and has significant debt service obligations. As at
December 31, 2018 we had SEK 13,746 million of total third party debt (which excludes Subordinated
Shareholder Debt), net of unamortized debt issuance costs.

Moreover, as at December 31, 2018, Preem had an additional $455 million of unsecured supplier trade
credits outstanding. As of December 31, 2018, we had total financial third party debt (consisting of total
financial long-term third party debt and total financial current third party debt, which, in each case, excludes
Subordinated Shareholder Debt), of SEK 13,746 million. As of December 31, 2018, we had amounts available
under our unutilized A&R Credit Facility of SEK 409 million. As of December 31, 2017, we had total financial
third party debt (consisting of total financial long term third party debt and total financial current third party
debt, which, in each case, excludes Subordinated Shareholder Debt), of SEK 11,499 million. As of December
31, 2017, we had amounts available under our unutilized A&R Credit Facility of SEK 4,912 million. As of
December 31, 2016, we had total financial third party debt (consisting of total financial long term third party
debt and total financial current third party debt, which, in each case, excludes Subordinated Shareholder Debt),
of SEK 10,498 million. As of December 31, 2016, we had amounts available under our unutilized A&R Credit
Facility of SEK 4,682 million.

As of December 31, 2018, our total financial third party debt, which excludes Subordinated
Shareholder Debt, bore interest at a weighted average annual rate of 8.45%.

A&R Credit Facility

The A&R Credit Facility provides Preem with an approximately $1,542 million multi-currency
revolving facility. For a description of the material terms of the A&R Credit Facility, see “Description of
Certain Indebtedness—A&R Credit Facility.”
Notes held by third parties

On May 9, 2016, Corral Petroleum Holdings issued the 2021 Notes. The 2021 Notes are comprised of
(i) €570,000,000 aggregate principal amount of euro-denominated 11.750% / 13.250% senior PIK toggle notes

due May 15, 2021, and (ii) SEK 500,000,000 aggregate principal amount of Swedish krona-denominated
12.250% / 13.750% senior PIK toggle notes due May 15, 2021.
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The 2021 Indenture governing the Notes contain and contains covenants significantly restricting our
ability to, among other things:

. incur any public debt or incur, guarantee or layer additional indebtedness and issue certain
preferred stock;

. create or incur certain liens;

. make certain payments, including dividends or other distributions, with respect to the shares of
Corral Petroleum Holdings or its restricted subsidiaries;

. prepay or redeem subordinated debt or equity;

) make certain investments;

. in the case of the Notes and the A&R Credit Facility, create encumbrances or restrictions on the

payment of dividends or other distributions, loans or advances to and on the transfer of assets to
Corral Petroleum Holdings or its restricted subsidiaries;

. sell, lease or transfer certain assets including stock of restricted subsidiaries;
. engage in certain transactions with affiliates;

. enter into unrelated businesses or engage in prohibited activities;

. consolidate or merge with other entities;

. impair the security interests for the benefit of the holders of the Notes; and/or
) amend certain documents.

Each of the covenants is subject to a number of important exceptions and qualifications. These
covenants could limit our ability to finance our future operations and capital needs.

Subordinated Shareholder Debt

For as long as any amounts remain outstanding under the Notes and, for at least 181 days thereafter,
interest on the Subordinated Shareholder Notes is payable through the issuance of additional subordinated notes
in a principal amount equal to such interest amount. The Subordinated Shareholder Notes bear a non-cash
interest rate of 10% per annum.

The Subordinated Shareholder Loans are subordinated and bear an interest rate of 5% per annum. The
interest expense related to the Subordinated Shareholder Loans is paid in kind semi-annually.

Long-Term Financial Obligations

The following table summarizes the contractual principal maturities of our long-term debt, including
our current portion, as of December 31, 2018.
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Payments Due by Period

Less
than More than
Contractual Obligations Total 1 Year 1-3Years 3-5 Years 5 years
SEK SEK SEK SEK SEK
(in millions)
A&R Credit Facility
Revolving Credit Facility ........ccccocovveivrerviiiinnnne 7,371 488 6,883 - -

Other financial debt 18 - - 18 -
Subordinated Shareholder Debt............cccovcininnennn. 4,661 - 4,661 - -
TOtAL ..o 12,050 488 11,544 18 -

Transaction expenses are not included in the above figures.

In addition to our long-term financial obligations, we also have long term commercial commitments,
comprising our operating lease obligations. For a description of the amounts outstanding under our operating
lease obligations as of December 31, 2018, see note 9 to our audited consolidated financial statements as of and
for the year ended December 31, 2018.

As of December 31, 2018, we had agreed operating lease obligations of SEK 148 million due within
one year, SEK 445 million due within one and five years and SEK 52 million due in more than five years.

Restrictions on Transfers of Funds

Corral Petroleum Holdings is a holding company. As a holding company, to meet its debt service and
other obligations, Corral Petroleum Holdings is dependent upon equity contributions from its parent company,
Moroncha Holdings, or its Ultimate Shareholder and distributed dividends, permitted repayment of
intercompany debt, if any, and other transfers of funds from Preem. Substantially all of Corral Petroleum
Holdings' present assets consist of 100% of the share capital of Preem.

The A&R Credit Facility contains certain restrictions on Preem'’s ability to make dividend payments,
distributions or other payments (including by way of a subordinated loan) to Corral Petroleum Holdings. At any
time, Preem is permitted to make group tax contributions (Sw: Koncernbidrag) to Corral Petroleum Holdings by
way of dividend, provided that such amount is funded by way of equity contribution or a subordinated loan and
that it is effected by accounting entries only and not by movement of cash. Preem is also permitted to pay
administrative costs of Corral Petroleum Holdings up to a maximum amount of $500,000 in any calendar year.
The A&R Credit Facility will restrict the amounts of other dividends and distributions from Preem to Corral
Petroleum Holdings according to various cash flow measurements and minimum liquidity requirements, among
other things, all as described in “Description of Certain Indebtedness—A&R Credit Facility—Restrictions on
Upstreaming of Cash.”

Additional restrictions on the distribution of cash to Corral Petroleum Holdings arise from, among
other things, applicable corporate and other laws and regulations and by the terms of other agreements to which
Preem is or may become subject. Under Swedish law, Preem may only pay a dividend to the extent that it has
sufficient distributable equity according to its adopted balance sheet in its latest annual report (subject to any
adjustments of the distributable equity after the balance sheet date); provided, however, that any distribution of
equity may not be made in any amount which, considering the requirements on the size of its equity in view of
the nature, scope and risks of the business as well as the financing needs of Preem or the Preem group, including
the need for consolidation, liquidity or financial position of Preem and the Preem group, would not be
defendable.
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As a result of the above, Corral Petroleum Holdings' ability to service cash interest payments or other
cash needs is considerably restricted.

Off-Balance Sheet Arrangements

All of our lease contracts are classified as operational leases. As of December 31, 2018, our agreed
future minimum lease payments over the following six years amounted to SEK 645 million in total. These
relate to property leases, car leases and rental equipment. We also benefit from lease revenues. As of
December 31, 2018, contracted future minimum lease payments (to be received as revenue over the following
six years) were SEK 530 million in total and related mainly to rents.

Quantitative and Qualitative Disclosures about Market Risk

Our primary market risk exposures are commaodity price risk, foreign currency risk and interest rate
risk.

Commodity Price Risk

Changes in the price of commodities, such as crude oil, can affect our cost of goods sold and the price
of our refined products. Commaodity price changes can trigger a price effect on inventory, which can affect our
revenues, gross profit and operating income. Our inventory management strategies include the purchase and
sale of exchange-traded, oil-related futures and options with a duration of twelve months or less. To a lesser
extent, we also use oil swap agreements similar to those traded on international exchanges such as the
Intercontinental Exchange, including “crack” spreads (which are intercommodity spreads based on the
difference between the price of a refined product and crude oil) or intercommodity spreads, and options that,
because they contain certain terms, such as point of delivery, customized to the market in which we sell, are
better suited to hedge against the specific price movements in our markets. The number of barrels of crude oil
and refined products covered by such contracts varies from time to time. Nevertheless, we seek to maintain our
“normal position” of crude oil, finished products and intermediates. Our “normal position,” which is 1,840,000
cubic meters (or approximately twelve million barrels), is evaluated based on the average optimal inventory
level in our depot system, the required inventory levels to allow for continuous flow and operations and the
amount of crude oil and products that are priced, but not delivered. When the volume in our inventories
deviates from the normal position, both above and below, we have used and will seek to use derivatives to
restore the volume that is exposed to price fluctuations. These strategies are designed to minimize, on a
short-term basis, our exposure to the risk of fluctuations in crude oil prices and refined product margins. This
hedging activity is closely managed and subject to internally established risk standards. The results of these
hedging activities are recognized in our financial statements as adjustments to cost of goods sold.

The price of Dated Brent Crude decreased from $66.54 per barrel as of December 31, 2017 to $50.21
per barrel as of December 31, 2018. Dated Brent Crude increased from $54.94 per barrel as of December 31,
2016 to $66.54 per barrel as of December 31, 2017.

Our revenues and cash flows, as well as estimates of future cash flows are sensitive to changes in oil
prices. Major shifts in the cost of crude oil and the price of refined products can result in significant changes in
the operating margin from refining operations. The prices also determine the value of our inventory.

We enter into commodity derivative contracts from time to time to manage our price exposure to our
inventory positions and our purchases of crude oil in the refining process, and to fix margins on certain future
production. The commodity derivative contracts may take the form of futures contracts or price swaps and are
entered into with reputable counter-parties. Derivative contracts are marked to market with gains and losses,
realized and unrealized, recognized in cost of goods sold.

Hedging Activities/Hedge of Inventory
We enter into certain derivatives transactions in order to keep price risk exposure and volume
exposures within limits set out in our risk policy, which includes a variance limit around the normal position

(i.e., the priced inventory value resulting from the maintenance of a defined average optimal inventory level) as
well as a value-at-risk limit on total exposure of $5 million. See “—Trading Activities” for more details on how
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we calculate the value of risk limits. For example, if we have a long physical exposure (i.e. we have more
volume priced oil than the normal position) we can offset most of the price risk of this long physical exposure
by going equally short on derivative contracts with the same (or similar) underlying commaodity.

As of December 31, 2018, we had a short financial position consisting of crude oil (excluding the
hedge of the normal inventory) and refined products derivative contracts of net 392 thousand cubic meters
(approximately 2.46 million barrels). Based on our hedges in place as of December 31, 2018, a down
movement of 10% in the price of crude oil (from $60 per barrel) as well as refined products would result in a
value increase of our derivatives position of $14 million and an increase in our put option hedge value of
approximately $1 million. The increase in value is directly consistent with positive cash flow as all current
trades are cleared. As of December 31, 2018, we owned 11.6 million barrels of Brent put options corresponding
to the normal position volume, with a strike price average of 38.2 $/bbl.

As of December 31, 2017, we had a net short position on crude oil (excluding the hedge of the normal
inventory described below) and refined products derivative contracts of 506 thousand cubic meters
(approximately 3.185 million barrels). As of December 31, 2017, we owned Brent put options corresponding to
the normal position volume with a strike price of approximately 43 $/bbl.

As of December 31, 2016, we had a net short position on crude oil (excluding the hedge of the normal
inventory described below) and refined products derivative contracts of 213,000 cubic meters (approximately
1.3 million barrels). As of December 31, 2016, we owned Brent put options corresponding to the normal
position volume with a strike price of approximately 35 $/bbl.

Trading Activities

We also enter into derivative transactions which are unrelated to physical exposure and are therefore
classified as “speculative.” These transactions are monitored against profit and loss limits set out in our risk
policy which do not permit trading risk greater than $0.5 million per trade. The risk amount limit for the total
exposure (based on volumetric deviation from the normal position distributions) is set at $5 million. To
measure the risk amount on our total exposure, we use a value-at-risk model that is updated on a daily basis. As
of December 31, 2018, the unrealized profit/loss from the speculative positions was close to zero.

Foreign Currency Risk

From time to time, we use forward exchange contracts and, to a lesser extent, currency options and
currency swaps to manage our foreign currency risk. See “—Key Factors Affecting Results of Operations—
Fluctuations in foreign currency exchange rates” for a discussion of our exposure to changes in the dollar-krona
and euro-krona exchange rates.

Including Subordinated Shareholder Debt, as of December 31, 2018, our krona-denominated variable
rate indebtedness totalled SEK 1,500 million, our dollar-denominated variable rate indebtedness totalled $600
million and we had no euro-denominated variable rate indebtedness. Including Subordinated Shareholder Debt,
as of December 31, 2018, our krona-denominated fixed rate indebtedness totalled SEK 500 million, our dollar-
denominated fixed rate indebtedness totalled $267 million and our euro-denominated fixed rate indebtedness
totalled €790 million. As of December 31, 2018, we had cash and cash equivalents in foreign currencies
amounting to SEK 1,263 million, of which the equivalent of SEK 148 million was denominated in dollars, the
equivalent of SEK 10 million was denominated in United Kingdom pounds sterling, the equivalent of SEK 3
million was denominated in Norwegian krone and the equivalent of SEK 1,102 million was denominated in
euro.

The table below presents, as of December 31, 2018, a summary of our current and long-term debt
(including the Subordinated Shareholder Debt).
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December 31,

2018 Long-Term
Borrower Current Debt Debt Total Debt
SEK SEK SEK
(in millions)
Corral Petroleum HOIAINGS......covcviiieiieiieeseeseise e - 11,018 11,018
Preem financial long-term third party debt...........cccooeiiiiiiiiiiniceee, - 6,883 6,883
Deposits - 18 18
Preem financial short-term third party debt............ccoeiiiiiiiiiiee - - -
Preem OVErdraft...........cooiiiiie e 488 - 488
TOTAL . 488 17,918 18,406

(1) All figures in this table are excluding capitalized transaction costs.

The table below presents, as of December 31, 2018, a summary of our long-term financial instruments,
including their current positions (including Subordinated Shareholder Debt), by functional currency and

expected maturity dates.

Payment Due Period

Percentage Weighted
of Total Average
Total Long Term  Interest Estimated
2019 2020 2021 2022+ Value Debt Rate Fair Value
SEK SEK SEK SEK SEK % % SEK
(SEK amounts in millions)

Krona-denominated indebtedness

as of December 31, 2018:
Fixed rate debt—amount due......... - - 500 - 500 3% 12.25% 520
Variable rate debt—amount due..... - 1,500 - - 1,500 8% 3.53% 1,500
Other financial debt..........c..cccvevne. - - - 18 18 0% 0% 18
Dollar-denominated indebtedness

as of December 31, 2018:
Fixed rate debt—amount due......... - - 2,397 - 2,397 13% 6.98% 2,397
Variable rate debt—amount due..... - 5,383 - - 5,383 29% 6.08% 5,383
Bank overdraft facilities.............. 383 - - - 383 2% 6.36% 383
Euro-denominated indebtedness as

of December 31, 2018:
Fixed rate debt—amount due.......... - - 8,121 - 8,121 44% 11.34% 8,355
Variable rate debt—amount due..... - - - - - - - -
NOK-denominated indebtedness

as of December 31, 2018:
Variable rate debt—amount due..... 105 - - - 105 1% 0% 105
Total debt........cccovveveiiriiicene. 488 6,883 11,018 18 18,406 100% 8.24% 18,661
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(1) All figures in this table are excluding capitalized transaction costs.
Interest Rate Risk
As of December 31, 2018, SEK 6,883 million of our indebtedness required payment at variable rates.

The table below presents, as of December 31, 2018, debt by expected maturity date (including
Subordinated Shareholder Debt).

Percentage
of Total Estimated
Total Long Term Fair
2019 2020 2021 2022+ Value Debt Value
SEK SEK SEK SEK % SEK

(SEK amounts in millions)

As of December 31, 2018:

Fixed rate debt-amount due.............. - - 11,018 - 11,018 60% 11,272
Variable rate debt-amount due.......... - 6,883 - - 6,883 37% 6,883
Bank overdraft facilities................... 488 - - - 488 3% 488
Other financial liabilities.................. - - - 18 18 0% 18
Total Financial Debt...........cc......... 488 6,883 11,017 18 18,406 100% 18,661

(1) All figures in this table are excluding capitalized transaction costs.
Critical Accounting Policies

The preparation of our consolidated financial statements requires the use of estimates, judgments and
assumptions that affect the reported amounts of assets, liabilities and provisions at the date of the financial
statements and the reported amounts of revenues and expenses during the periods presented. We have identified
the accounting policies discussed below as the most critical policies upon which our financial status depends.
We believe that these critical accounting policies involve management's most complex or subjective judgments
and estimates used in the preparation of our consolidated financial statements that could impact our financial
results.

Impairment of Long-Lived Assets

We review long-lived assets used in our business on an annual basis for impairment, or whenever
events or changes in circumstances indicate that the carrying amount of an asset or a group of assets may not be
recoverable. An impaired asset or a group of assets may not be recoverable. An impaired asset is written down
to its estimated fair value. We estimate fair value based on independent appraisals and projected cash flows
discounted at a rate determined by management to be commensurate with our business risk. The estimation of
fair value using these methods is subject to numerous uncertainties, which require our significant judgment
when making assumptions of revenues, operating costs, selling and administrative expenses, interest rates and
general economic business conditions, among other factors.

Inventory
Our inventories are stated at the lower of cost or market. We use the FIFO (“first in, first out) method
to determine the cost of our crude oil and refined product inventories. The carrying value of these inventories is

sensitive to volatile market prices. If refined product prices decline compared to the acquisition value at the end
of a period, then we may be required to write down the value of our inventories in future periods.
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Contingent liabilities

A contingent liability is recorded when there is a possible commitment that originates from events that
have occurred and the existence of which is only confirmed by one or more uncertain future events or when
there is a commitment that is not recorded as a liability or a provision because it is not likely that an outflow of
resources will be required or that the outflow cannot be calculated.

A future close-down of operations within the Group may involve a requirement for decontamination
and restoration works. It is believed, however, that such an event will take place well into the future, and the
future expenses cannot be reliably calculated, so this cannot therefore be considered to be a contingent liability.

Recent Developments

Preem has entered into customary best efforts mandate letter agreements with three lead banks
regarding the potential refinancing of the existing debt of the CPH group. As part of the mandate letter
agreements, the lead banks will assist the group in its planning and structuring of its overall debt financing.
Preem further expects that the mandated lead banks will coordinate the intended refinancing process, including
to contact potential debt providers. While details of the refinancing arrangements and timeline remain to be
determined in full, both Preem'’s current syndicated loan facility and the 2021 Notes are expected to be included
in the scope of the potential refinancing. Any new financing arrangements will be subject to, among other
things, market conditions, negotiation of documents satisfactory to Preem, satisfaction of customary closing
conditions and other factors, any or all of which could delay, prevent or alter such financing arrangements. This
information does not constitute a notice of redemption of the 2021 Notes, nor is it an offer to sell or a
solicitation of offers to purchase any securities.

Preem and Diamond Green Diesel have signed a non-binding Memorandum of Understanding to
evaluate the formation of a joint venture company for the construction and ownership of a new green feed unit
facility located at Preem’s existing Gothenburg refinery. The plant would be expected to be operational in 2024
and to have an annual volume capacity of one million cubic meters of renewable diesel and aviation fuel. The
purpose of the collaboration is for Preem and Diamond Green Diesel to evaluate the formation of a joint venture
company, to be owned equally between Preem and Diamond Green Diesel. This strategic alliance would build
on the combined strengths of each party, integrating supply of renewable raw materials to the new plant, as well
as leveraging the collective operational knowledge and valuable experience to maximize the value from the
integrated value chain. The parties have engaged in initial project development with an objective to reach a
decision regarding the JV investment in late 2020. The Memorandum of Understanding is non-binding and the
strategic alliance as such is subject to finalization of binding contracts, board approvals in each of the parties as
well as applicable authority clearances.

On April 1, 2019, a new ERP system was implemented as planned. This system covers all business
areas (except the operation of the refineries) and is fully integrated with related and necessary systems within
Preem. The implementation of the ERP system is the final result of a 3 and a half year project involving 20
personnel from Preem and around 70 consultants, not including additional resources from the system suppliers.
The total spend during this period was around 830 MSEK.

On December 31, 2018, Preem upstreamed excess cash to Corral Petroleum Holdings to service the
January 1, 2019 interest payment on the Notes. Amounts standing to the credit of the Interest Reserve Account
increased from EUR 41 million to EUR 67 million and from USD 52 million to USD 61 million.

As of March 31, 2019 Preem satisfied one of the required tests under the A&R Credit Facility to
upstream excess cash to Corral Petroleum Holdings in June for the July 1, 2019 scheduled interest payment on
the 2021 Notes. The other test under the A&R Credit Facility, to determine minimum liquidity, will be
performed in May 2019.

Geopolitical risks have to an increasing degree been supporting oil prices. Given the significant
reduction in surplus inventories, combined with strong global demand growth and OPEC spare capacity being
near historical lows, there is now much less room for supply losses. Uncertainty over the Iranian nuclear deal
and escalating tensions between Iran and Saudi Arabia pose real near-term supply risks and have helped to push
prices up so far in 2018. In addition, disruptions and reductions are now more likely than production growth in
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Libya, Venezuela, and Nigeria. Looking ahead, there is a growing risk for a short-term crude price drop, mainly
as result of the growing optimism in the US shale industry which could lead to a surge in rig counts and
increasing production. This, combined with the current large net long-position in the paper-market have the
potential to trigger an accelerated negative price spiral over the coming 1-3 months.

Winter being a seasonally low-demand period for gasoline has kept gasoline prices at a moderate level.
Demand is however now increasing and is starting to support prices. Diesel prices have clearly improved
compared to prices 12 months ago. This improvement is supported by Atlantic Basin diesel inventories which
are trending lower, even though overall inventories still remain ample. Over the coming months we expect to
see a shift of yields more towards the gasoline side, which in combination with the spring turnaround season,
would be expected to further support diesel prices.

Preem has continued to purchase put options in accordance with its strategy to protect its balance sheet
and cash flow.

In early March, Preem decided to move maintenance work on selected units (mainly the Iso-Cracker
Unit and fluid catalytic cracker (FCC) Unit), which was planned for April into March. These maintenance
activities progressed well, and as planned the units were back in operation with products to tank from the Iso-
Cracker on March 18, 2019, and products to tank from the FCC on March 22, 2019.

The principal for Preem, Mohammed Al-Amoudi, regained his freedom at the end of January and is

now back in his home in Jeddah, Saudi Arabia. As far as Peem is aware, there are no charges directed at
Mohammed and the Preem Group is continuing its business operations as before
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BUSINESS
Overview

We are the largest oil refining company in the Nordic region in terms of capacity. We conduct our
business through our wholly owned operating company, Preem, which operates its business through two
segments, a Supply and Refining segment and a Marketing and Sales segment. We refine crude oil in Sweden
and then market and sell refined products primarily in Sweden and other north western European markets,
including Scandinavia, France, Germany and the United Kingdom, as well as the United States and, to a lesser
extent, other markets. Our refineries represented approximately 80% of the refining capacity in Sweden and
approximately 30% of the refining capacity in the Nordic region in 2018. We sell more refined products in
Sweden than any of our competitors. In Sweden, we had the leading market share in 2018 in terms of sales
volume of diesel, with approximately 35% of sales according to the Swedish Statistical Central Bureau.

Our Supply and Refining segment purchases and refines crude oil and then sells refined products
wholesale to our Marketing and Sales segment and to third parties. We also own a strategically located network
of storage depots in Sweden. In 2018, our Supply and Refining segment sold approximately 77% (by value) of
its products to third parties and 23% (by value) to our Marketing and Sales segment as compared to 76% (by
value) and 24% (by value), respectively, in 2017. For the years ended December 31, 2016, 2017 and 2018, our
Supply and Refining segment had sales revenue (including internal sales and exchange rate differences) of SEK
53,808 (€5,463 million), SEK 66,237 million (€6,724 million) and SEK 89,467 million (€8,707 million) and an
operating income of SEK 3,779 million (€384 million), SEK 4,403 million (€447 million) and SEK 2,646
million (€258 million) respectively.

Our Marketing and Sales segment consists of two divisions: an Energy division and a Retail division.
The Marketing and Sales segment resells refined products, wholesale, primarily in Sweden. We also sell our
gasoline and diesel through 334 Preem-branded service stations (of which 99 are manned which are company
owned and dealer-operated and 235 are unmanned, which are company owned and operated) along with
149 company-owned and operated unmanned Saifa-branded diesel truck stops. We also operate 3 commercial
road transport truck stops in Norway. For the years ended December 31, 2016, 2017 and 2018 our Marketing
and Sales segment had sales revenue (including internal sales and exchange rate differences) of
SEK 14,776 million (€1,500 million), SEK 18,679 million (€1,896 million) and SEK 23,875 million (€2,324
million) and operating income of SEK 590 million (€60 million), SEK 581 million (€59 million) and SEK 499
million (€49 million), respectively.

The following table shows the sales revenue and operating profit/(loss) for our business segments for
each of the years ended December 31, 2016, 2017 and 2018.

Year ended Year ended Year ended
December 31, 2016 December 31, 2017 December 31, 2018
SEK €Y SEK €v SEK €Y
(in millions)
Sales Revenue:
Supply and Refining® 53,808 5,237 66,237 6,446 89,467 8,707
Marketing 14,776 1,438 18,679 1,818 23,875 2,324
Exchange rate differences 95 9 (137) (13) 111 11
Group eliminations (12,638) (1,230) (16,027) (1,560) (20,900) 2,034
Total Sales Revenue® 56,041 5,454 68,752 6,691 92,553 9,007
Operating profit/(loss):
Supply and Refining 3,779 368 4,403 429 2,646 258
Marketing 590 57 581 57 499 49
Other non-allocated income (expense)® (570) (55) (937) (91) (714) (69)
Total operating profit/(loss) 3,799 370 4,047 394 2,432 237
@ We have translated kronor into euro at the rate of €1.00=SEK 10.2753 (the exchange rate on December 31, 2018). We have

provided this translation solely for your convenience.

@ Includes sales by our Supply and Refining segment to our Marketing and Sales segment of SEK 12,612 million (€1,227 million)
for 2016, SEK 16,019 (€1,559) for 2017 and SEK 20,899 million (€2,034 million) for 2018. These sales are made at market
rates. Since refined products are commodities, these sales could have been made to third parties at similar prices. We believe
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that including these amounts in Supply and Refining segment sales revenue properly reflects the results of these segments for
purposes of comparison. Such inter-company sales are eliminated in our audited annual consolidated financial statements.

@ Total sales revenue is our net sales less excise duties, which are taxes collected at the point of sale by us and remitted to the
governments of the countries in which we operate, primarily Sweden.

@ In order to evaluate the performance of our segments, we allocate certain items as “non-allocated income (expense).”
Specifically, we include in non-allocated income (expense) our “corporate cost center” and foreign exchange gains or losses
related to our inventory and our trade payables/receivables. Our corporate cost center includes administrative and personnel
related expenses.

Supply and Refining Operations

In our Supply and Refining segment, we purchase and refine crude oil and then sell refined products
wholesale to our Marketing and Sales segment and to third parties. Our Supply and Refining segment operates
our wholly owned Preemraff Lysekil and Preemraff Gothenburg refineries. Through these two refineries, we
have an aggregate refining capacity of approximately 345,000 barrels of crude oil per calendar day. These
refineries produced approximately 119 million barrels of refined products in 2018, approximately 110 million
barrels of refined products in 2017 and approximately 112 million barrels of refined products in 2016. The
refining margins (reflecting the gross margin minus variable costs) at Preemraff Lysekil were $5.28, $6.44 and
$5.15 per barrel for the years ended December 31, 2018, 2017 and 2016 respectively. The refining margins at
Preemraff Gothenburg were $4.14, $3.71 and $3.29 per barrel for the years ended December 31, 2018, 2017 and
2016, respectively. We also own a strategically located network of storage depots in Sweden. For the years
ended December 31, 2018, 2017 and 2016, our Supply and Refining segment had sales revenue of SEK 89,467,
SEK 66,237 million and SEK 53,808 million and operating income of SEK 2,646, SEK 4,403 million and SEK
3,779 million, respectively.

Preemraff Lysekil

Overview. Preemraff Lysekil is the largest oil refinery in the Nordic Region in terms of capacity,
representing approximately 20% of the Nordic Region's refining capacity and approximately 50% of Swedish
refining capacity in 2018. Preemraff Lysekil is a complex, large-scale refinery with a strong market position
producing a full range of refined products, including liquefied petroleum gas, gasoline, diesel, heating oil and
fuel oil. Preemraff Lysekil has a Nelson Complexity Index of 10.0. The refinery has visbreaker, fluid catalytic
cracker, mild hydrocracker and hydrocracker upgrading units geared towards converting a significant portion of
our residual fuel oil to lighter, higher-value products. For instance, Preemraff Lysekil is able to manufacture
virtually sulfur-free (ten parts per million) diesel. Moreover, Preemraff Lysekil has a total storage capacity of
approximately 15 million barrels, which provides it with additional operating flexibility. The refinery is located
on a 465 acre site on the west coast of Sweden, north of the city of Gothenburg. The Preemraff Lysekil refinery
is situated on a peninsula, with direct access to the second largest harbor in Sweden in terms of capacity. The
harbor, which we own, provides us with direct deep water jetty access to oil tankers and VLCCs for both the
import of crude oil and the distribution of refined products. The refinery has a total refining capacity of
approximately 220,000 barrels of crude oil per calendar day. The aggregate production of refined products at
Preemraff Lysekil was approximately 78 million barrels, 76 million barrels and 76 million barrels for the years
ended December 31, 2018, 2017 and 2016, respectively.

Feedstocks and production. The following table shows Preemraff Lysekil's feedstocks and production
for the periods indicated below, along with the relevant percentage of total feedstock and production.

Feedstock
For the Year Ended December 31,
2016 2017 2018
Thousand % Vol Thousand % Vol Thousand % Vol
bbls bbls bbls

Sweet Crude Oil.......cccovoveveeinnnnen. 7,181 9 16,167 21 21,970 28
Sour Crude Oil .....ccooovvvevveeirieirieenn 63,005 82 54,721 71 49,734 63
Unfinished and Blend Stocks.......... 6,659 9 6,511 8 7.334 9
Total FeedstocK.........coeveerinnnnnn. 76,845 100 77,399 100 79,038 100
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Production

For the Year Ended December 31,

2016 2017 2018
Thousand % % Rev Thousand % Vol % Rev Thousand % Vol % Rev
bbls Vol bbls bbls
Liquefied Petroleum Gas. 3,412 5 2 2,760 4 2 3,208 4 3
Gasoling ......ccoceeveevvennane, 23,089 31 31 21,952 29 29 23.508 30 33
(D] T1-] IR 27,724 37 47 33,080 44 52 33.945 44 46
Heating Oil...........cccue. 1,834 2 2 982 1 1 0.548 1 0
Vacuum Gasoil................ 2,997 4 4 2,364 3 3 0.689 1 0
Heavy Fuel Oil................. 15,886 21 12 14,066 19 12 15.534 20 18
(0] 14 1] G 585 1 1 645 1 0 0.269 0 0
Total Production............ 75,527 100 100 75,848 100 100 77.701 100 100

Utilization. The following table shows Preemraff Lysekil's annual utilization rate for the indicated
periods:

For the Year Ended December 31,
2016 2017 2018
Utilization Rate..........ccoeoiiniiiniisceeci 76% 82% 86%

We use linear programming technology to determine the most profitable product mix for our market
given the available crude oil supply. Preemraff Lysekil is able to process a high proportion of sour crude oil,
which is higher in sulfur and typically lower in price compared to sweet crude oil.

Arrival and storage of crude oil. Imported crude oil arrives at Preemraff Lysekil by way of a single
jetty that can accommodate tankers of up to 500,000 dead weight tons. Approximately 110 vessels carrying
crude oil arrive at Preemraff Lysekil each year. Crude oil can be unloaded at a rate of approximately 113,000
barrels per hour through pipe lines into five underground crude oil storage caverns. These underground crude
oil storage caverns have been blasted out of solid rock and have an aggregate capacity of approximately
8.5 million barrels. The caverns contain sophisticated equipment designed to ensure cost-efficient and
environmentally safe storage.

Crude oil is pumped from the caverns, which have a total storage capacity of approximately 8.5 million
barrels into three above ground crude “day tanks” with a total capacity of approximately one million barrels, and
from there into the crude distillation unit. In a typical full day of operations, crude oil from one “day tank” is
pumped into the crude distillation unit, while the depleted tank from the previous day's refining is refilled from
the underground crude oil storage caverns.

Distillation and refining. Preemraff Lysekil operates a single crude distillation unit. During
distillation, crude oil is heated until it separates into different fractions. A fraction is a mixture of liquid
hydrocarbons, all of which have approximately the same boiling range. The heaviest fraction is further
processed in the VDU to achieve the maximum volume of distillates. After the distillation, Preemraff Lysekil
further refines, upgrades and processes the distillates as follows:

65



. Visbreaker, Fluid Catalytic Cracker, Mild Hydrocracker and Hydrocracker. Fuel oil can be upgraded
into higher-value products in several ways. Preemraff Lysekil has invested in three upgrading units for
this purpose:

. First, in 1982, Preemraff Lysekil invested in a visbreaker, which reduces the viscosity of
the fuel oil and increases the yield of heating oil and gasoline;

. Second, in 1984, Preemraff Lysekil added a fluid catalytic cracker (“FCC”), which, by
means of a catalyst, converts vacuum gasoil (“VGQO”), a semi-finished product, and the
bottom fraction from the hydrocracker into primarily gasoline and, to a lesser extent,
heating oil and fuel oil; and

. Third, in 1988, Preemraff Lysekil invested in a mild hydrocracker (“MHC”), which
desulfurizes vacuum gasoil and converts it into lighter products and feedstock for the
hydrocracker;

. Hydrocracker Unit. Preemraff Lysekil commissioned a hydrocracker unit in 2006, which converts

vacuum gasoil to lighter, higher-value products;

. Isomerization Unit. The naphtha fraction (after desulfurization) is processed in a reformer unit to
increase octane yield. Since 1991, Preemraff Lysekil has operated an isomerization unit in which the
lightest part of the naphtha is processed into high-octane and low-benzene gasoline components.
Benzene is an aromatic compound, the presence of which in refined products is often regulated by
environmental laws;

. Desulfurization/Dearomatization Unit.  Preemraff Lysekil has a highly sophisticated diesel
desulfurization/dearomatization unit that was completed in 1994. This unit enables Preemraff Lysekil
to produce virtually sulfur-free (ten parts per million) diesel fuel with an aromatic content of 5%. This
grade is sold at a premium as Swedish Environment Class 1 diesel (“MK1");

. Tailgas Treatment Sulfur Recovery Unit. Preemraff Lysekil has a sulfur recovery unit combined with a
tailgas-treating unit, which removes hydrogen sulfide and nitrogen oxides from refining gases;

. Prefractionater. Preemraff Lysekil added a prefractionater to its platformer unit in 1999, which
reduces benzene formation in the platformer;

. Propylene Recovery Unit. Preemraff Lysekil has a propylene recovery unit, which removes and
recovers propylene from the fraction of liquefied petroleum gas produced by the FCC;

. Petrol Gas Recovery Unit. Preemraff Lysekil installed a petrol gas recovery unit in 2003, which
recovers petrol gas in connection with the loading of products onto tankers; and

. Hydrocracker Unit. Preemraff Lysekil commissioned a hydrocracker unit in 2006, which converts
vacuum gasoil to lighter, higher-value products.

Post-refining process, storage and shipment. After processing, Preemraff Lysekil pumps the various
refined products to the refinery's 50 intermediate and finished product tanks and six additional refined product
storage caverns with an aggregate capacity of approximately 6.3 million barrels. From the intermediate tanks,
Preemraff Lysekil pumps components to one of four blending stations for final product mix, one station for
gasoline, two for diesel, and one for fuel oil. Preemraff Lysekil stores the final products in product tanks. To
the extent practicable, intermediate products are blended using “in-line” techniques as required, and loaded
directly onto product tanker vessels, thus reducing the need for blended product storage. Preemraff Lysekil has
two separate product jetties with a total of five berths at which tankers dock as many as 1,500 times per year for
loading of refined products. Preemraff Lysekil distributes almost all of its products by sea for domestic and
international use.
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Developments. Incidents and maintenance shutdowns that took place in 2017, 2018 and 2019 are as
follows:

. April - May 2017: The Preemraff Lysekil Refinery carried out a scheduled shutdown for
maintenance. It was mainly a turnaround of the FCC, catalyst changeouts in the MHC and
SynSat, decoking of the Visbreaker and changeout of the structured packing in the
vacuumcolumn.

. June 2018: Tube failure in one of the two Visbreaker furnaces. No personal injuries but the
furnace was shutdown for the remainder of the year for extensive repairs (total recoil).

. December 2018: Total power failure on site due to breakdown of a component in high voltage
switch board, followed by loss of steam generation units causing an unplanned shutdown of
all production units. After shutting down the units in a safe manner and repairing the switch
board, the refinery was brought back online.

. January 2019: Hydrocracker reactor developed sudden pressure drop which caused shutdown
of the unit for repair. Catalyst migration into intermediate space between catalyst beds caused
the pressure drop and resulted in mechanical damage of some internals. The unit was restarted
in March 2019.

Planned maintenance. Historically, every four years, Preemraff Lysekil has been completely shut
down for turnaround maintenance, which includes inspection of all processing units. The total shutdown period
for turnaround maintenance is typically planned to last seven to nine weeks, which includes two weeks for
shutdown and start-up activities. Turnaround maintenance may take longer if complications arise or equipment
is being added. The last major turnaround maintenance at Preemraff Lysekil was performed from September to
November 2013. The standard inspection interval for pressure vessels is four years. On several of these
pressure vessels, we have been able to extend this interval to six years by producing risk based analyses for each
pressure vessel. This means that the next major turnaround for Preemraff Lysekil is planned for September /
October 2019, with some shorter shutdown periods planned before then, due to the need for catalyst
regenerations and change-outs. After 2019 we plan to run the major turnarounds every six years but with a total
refinery shutdown every three years to perform catalyst changeouts and cleaning/decoking of necessary units.

We have currently planned the following major events, shutdowns and turnarounds for Preemraff
Lysekil in the coming years:

. The next major turnaround of Preemraff Lysekil is scheduled for September / October 2019
with an anticipated duration of seven to nine weeks.

Capital and strategic investment history. Preemraff Lysekil's facilities, which began refining
operations in 1975, have been upgraded several times through large capital investments. As a result of these
investments, we believe that Preemraff Lysekil is and continues to be one of the most sophisticated and flexible
refineries in Europe.

The following table summarizes the timeline of certain upgrades to Preemraff Lysekil:

Year Upgrade Function

1982 Visbreaker Reduces the viscosity of the fuel oil and increases the yield of
heating oil and gasoline

1984 Fluid Catalytic Cracker Converts vacuum gasoil, a semi-finished product, and the bottom
fraction from the hydrocracker into gasoline, heating oil and fuel
oil

1988 Mild Hydrocracker Desulfurizes and converts heavy gasoil and vacuum gasoil into
lighter products and feedstock to the Fluid Catalytic Cracker

1991 Isomerization Unit Converts light naphtha into high-octane, low-benzene gasoline
components

1994 Desulfurization/Dearomatization Unit Converts conventional heating oil or diesel into virtually

sulfur-free, low-aromatic diesel
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Year Upgrade Function

1994 Tailgas Treatment Sulfur Recovery Unit  Removes hydrogen sulfide and nitrogen oxides from refinery
gases and recovers liquid sulfur

1999 Prefractionater Reduces benzene formation in the platformer unit

2002 Propylene Recovery Unit Removes propylene from polygasoline production and refinery
fuel gas and recovers propylene

2003 Petrol Gas Recovery Unit Recovers petrol gas in connection with the loading of products
onto tankers

2006 Hydrocracker Unit Converts vacuum gasoil to lighter, higher-value products

2014 Skangass LNG terminal integration with Enables use of natural gas as feedstock to HPU, and as make-up

refinery fuel
2019 Vacuum distillation unit VDU2 Enables vacuum distillation of all indigenous LR, increases VGO

production and eliminates necessity to import VGO

Capital and strategic investment plans. One strategic initiative that has been pursued for a number of
years is to increase our own VGO production capability. This is driven by forecasted increasing difficulties to
meet the current VGO import demand to Preemraff Lysekil, resulting from on-going upgrading projects in
Russia as well as International Maritime Organization regulations for reduced sulfur emissions from marine
traffic. An investment in additional VGO production capacity at Preemraff Lysekil has been identified as an
effective way to mitigate this risk, as it would help to ensure supply of feedstock of acceptable quality and cost
and protect the value of existing investments. To create additional VGO production capability, we will have
invested approximately SEK 1,775 million, spread over three years, in vacuum distillation equipment at
Preemraff Lysekil, with the first VGO produced during the end of the first quarter of 2019. Our current
expectation is that this upgrade could result in incremental revenues of SEK 530 million per year, implying a
payback period of approximately 3.5 years.

In line with our long term strategy, we are currently evaluating a major project to design, build and
operate a Residue Hydrocracker with associated units to heavy oil upgrading and practically eliminating
production of High Sulfur Heavy Fuel Oil. The technology of choice is a slurry hydrocracker. This unit will not
only increase the production of high value products (diesel and mogas) but will also enable us to meet bunker
fuel sulfur specifications in the years to come. In this regard, we have entered into an arrangement with an
experienced EPC provider and have applied for an environmental permit. Board decision regarding whether or
not to proceed is planned for late 2019.

During 2019-2021, a demonstration project will take place on the Lysekil refinery. The project begins
in February 2019 and ends in December 2021 and is financially supported from the The Swedish Energy
Agency and Norwegian Gassnova. The aim is to explore the possibilities of establishing a full-scale plant for
capturing and storing carbon dioxide on the refinery's hydrogen plant, which can reduce carbon dioxide
emissions from the refinery by up to 500,000 tonnes per year. The demonstration plant is a step in the ambition
to establish a full-scale facility in 2025.

Preemraff Gothenburg

Overview. We believe that Preemraff Gothenburg is one of the most competitive hydroskimming
refineries in Europe and it represents approximately 10% of the Nordic Region's refining capacity and
approximately 30% of Swedish refining capacity in 2018. The refinery has a Green Hydrotreater, which enables
it to upgrade Fatty Acid Methyl Esters (“FAME”) from biomaterials to low-sulfur biodiesel with a renewable
mix of up to 50%, providing customers with cleaner products that have lower CO2 emissions. Preemraff
Gothenburg also has a highly sophisticated desulfurization/ dearomatization unit, which permits it to
manufacture virtually sulfur-free (ten parts per million) diesel. In addition, the refinery uses its catalytic
reformer and isomerization unit to convert naphtha, a portion of which is received from Preemraff Lysekil, into
higher-value gasoline. Preemraff Gothenburg produces a full range of refined products, including liquefied
petroleum gas, gasoline, diesel, heating oil, fuel oil, jet fuel and kerosene. Recent investments include the
construction of a Diesel Isomerization Unit which completed in September 2015 and which has resulted in an
increase in renewable diesel production capacity of approximately 80% to 85%. The refinery also benefits from
two integrated waste-heat extraction systems for the utilization of waste or surplus heat. For the year ended
December 31, 2018, Preemraff Gothenburg generated other income from the sale of surplus heat of SEK 68
million with relatively little additional operating cost. Preemraff Gothenburg's last turnaround was in the

68



autumn of 2017. Preemraff Gothenburg has a Nelson Complexity Index of 7.1. The refinery is located on a
370 acre site near the harbor of Torshamnen, Sweden's largest harbor, in Gothenburg. Preemraff Gothenburg's
proximity to this harbor, which provides for oil tanker and VLCC access, helps it to maintain low crude oil
transportation costs and its proximity to the west coast inland market helps it to minimize distribution costs.
The Preemraff Gothenburg refinery has a total storage capacity of approximately twelve million barrels and a
total refining capacity of approximately 125,000 barrels of crude oil per day. The aggregate production of
refined products at Preemraff Gothenburg was approximately 41 million barrels, 34 million barrels and 36
million barrels for the years ended December 31, 2018, 2017 and 2016 respectively.

Feedstocks and production. The following tables show Preemraff Gothenburg's feedstocks and
production for the indicated periods.

Feedstock
For the Year Ended December 31,
2016 2017 2018
Thousand Thousand Thousand

bbls % Vol bbls % Vol bbls % Vol
Sweet Crude Oil.....ecevieceiceece e 34,749 91 33,383 92 40,509 94
SoUr Crude Oil....ccuvcviiiciiiiccc e 148 0 - 0 - 0
Unfinished and Blend Stocks.........coceovveieeiciie e 3,330 9 2,733 8 2,483 6
Total FEEASTOCK ......coviiviiiiieciecreee e 38,228 100 36,116 100 42,991 100
Production

For the Year Ended December 31,

2016 2017 2018
Thousand %  Thousand %  Thousand %
bbls % Vol Rev bbls % Vol Rev bbls % Vol Rev
o 1,224 3 2
Liquefied Petroleum Gas ......... 830 ’ 1 919 3 )
. 10,912 26 28
GASOMNE v 10433 29 31 9333 27 29
. 10,715 26 38
DIBSE]. oo 9325 26 35 8043 23 30
; ; 7,332 18 2
HEAliNG Ol oo 4916 13 13 6278 18 19
. 11,011 27 30
Heavy FUel Ol 10762 29 18 9384 27 19
4 0 0
(@141 SO 245 1 1 508 1 1
Total Production..................... 36,512 100 100 34,466 100 100 41,198 100 100
Utilization. The following table shows Preemraff Gothenburg's annual utilization rate for the indicated
periods:
For the Year Ended
December 31,
2016 2017 2018
ULHHZAION RALE ...ccveiiicc ettt st et e s be et e s reesteeneenbeeneenre e 79% 72% 86%

Arrival and storage of crude oil. Imported crude oil arrives by ship at the harbor of Torshamnen,
which is capable of receiving crude oil carriers in excess of 200,000 dead weight tons, and is then transported to
Preemraff Gothenburg by pipeline. Approximately between 50 and 60 crude oil carriers arrive at Torshamnen
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each year. At Preemraff Gothenburg, the crude oil is discharged into two underground crude oil storage
caverns, which have been blasted out of solid rock, and seven above-ground storage tanks. The underground
storage caverns and over-ground storage tanks have a combined storage capacity of approximately 5.6 million
barrels.

Distillation and refining. Preemraff Gothenburg operates two identical crude distillation units. During
distillation, the crude oil is heated until it separates into different fractions. A fraction is a mixture of liquid
hydrocarbons, all of which have approximately the same boiling range. After distillation, Preemraff Gothenburg
further refines, upgrades and processes the fractions as follows:

. Distillate hydrotreater. In 1967, Preemraff Gothenburg installed two identical distillate
hydrotreaters (“DHT-Units”). In the DHT-Units, kerosene and lighter products are
desulfurized and then fractionated up in gases, gasoline, naphtha and kerosene;

. Liquefied Petroleum Gas Unit. In the liquefied petroleum gas unit, installed in 1967,
Preemraff Gothenburg separates the gas fractions (butane and propane) by distillation from
non-condensable gases;

. Desulfurization/Dearomatization Unit. Preemraff Gothenburg's highly sophisticated heating
oil/diesel desulfurization/dearomatization unit was completed in 1997. This unit enables
Preemraff Gothenburg to produce virtually sulfur-free (ten parts per million) and low-aromatic
diesel;

. Sulfur Recovery Units. The hydrogen sulfide formed during the various desulfurization
reactions is fed to Preemraff Gothenburg's sulfur recovery units, which were installed in 1997,
and converted to liquid sulfur for resale as a feedstock to chemical companies;

. Prefractionator. Preemraff Gothenburg added a prefractionator to its reformer unit in 1999,
which reduces benzene formation in the reformer;

. Petrol Gas Recovery Unit. Preemraff Gothenburg installed a petrol gas recovery unit in 2000,
which recovers petrol gas in connection with the loading of products onto tankers;

. Reformer Unit. The naphtha fraction (after desulfurization) is processed in a Reformer unit
installed in 1967 to increase octane yield by aromatisation. Hydrogen used in all other
hydrogen-consuming units is also produced in the Reformer;

. Isomerization Unit (1993). The gasoline fraction (after desulfurization) is processed in an
Isom unit to increase octane yield by isomerization;

. Molex Unit. In 2002, Preemraff Gothenburg installed a molex unit, which increases the
octane yield of the gasoline component isomerate;

. Mild Hydrocracker Unit. During the first quarter of 2010, we shut down our mild
hydrocracker at Preemraff Gothenburg for two months (until May 2010) in order to modify
the unit to partly process renewable feedstock, which enables us to produce biofuel diesel;

. Green Hydrotreater (formerly Mild Hydrocracker). In 2010, Preemraff Gothenburg
completed the construction of a green hydrotreater unit, which enables Preemraff Gothenburg
to produce renewable diesel from vegetable oil such as tall oil; and

. Diesel Isomerization Unit. In September 2015 the construction of a Diesel Isomerization Unit
at Preemraff Gothenburg was completed and this became fully operational in October 2015.
This unit improves the cold flow properties of the renewable diesel. The Diesel Isomerization
Unit has resulted in an increase in renewable diesel production capacity at Preemraff
Gothenburg of approximately 80% to 85%.
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Post-refining process, storage and shipment. After processing, refined products are stored in the
facility's 70 storage tanks and three underground caverns with a total capacity of approximately 6.5 million
barrels. The products are pumped by pipeline from the refinery to an oil terminal in the harbor of Skarvik, two
kilometers south of Preemraff Gothenburg. From there, we distribute the product to the market by ship, rail and
truck.

Sales of surplus heat. Preemraff Gothenburg has two integrated systems for the utilization of waste or
surplus heat with a total capacity in excess of 100 megawatts. These systems enable us to sell surplus heat,
which would otherwise be wasted, corresponding to approximately 200,000 barrels of fuel oil per year to the
district heating system of the City of Gothenburg. Preemraff Gothenburg generated other income from these
activities of SEK 67.5 million in 2018, SEK 59.8 million in 2017 and SEK 44.8 million in 2016, all achieved
with relatively little additional operating cost.

Developments. Generally, we have seen good performance and availability rates for the Preemraff
Gothenburg refinery with new throughput records and new records of production of green diesel in GHT.
Maintenance shutdowns and minor incidents that took place in 2017 and 2018 are as follows:

. March 2017: The Preemraff Gothenburg refinery carried out a change of catalyst on the Green
Hydrotreater Unit;

. September/October 2017: The Preemraff Gothenburg refinery carried out a revision
turnaround of the refinery. The units were shutdown as planned. During the revision, the
majority of the plants on site were inspected, maintenance was performed, most of the refinery
catalysts were changed and investment projects were installed. The start-up was delayed for a
couple of days due to discovery of unexpected corrosion damage. There were no major
personal or process incidents during the period. All units are working as expected or better
after start-up; and

. March 2018: A major spill of crude oil occurred of approximately 100 m3 due to corrosion in
a dead leg of a former crude line in the tank farm. The spill was handled within the refinery
sewer system and contaminated soil was sanitized. The spill was reported to local authorities.

Planned maintenance. Every four years, Preemraff Gothenburg is completely shut down for
turnaround maintenance, which includes inspection of all processing units. The total shutdown period for
turnaround maintenance is typically planned to last for seven to nine weeks. Turnaround maintenance may take
longer if complications arise or equipment is being added. The most recent major turnaround maintenance for
Preemraff Gothenburg was in September/October 2017, as detailed above.

We have currently planned the following major events, shutdowns and turnarounds for Preemraff
Gothenburg in the coming years:

. February 2019 commissioning of the new HPU unit (investment). This unit will enable higher
production of renewable diesel, higher production of Swedish and European diesel and reduce
the need for high naphthenic crudes and naphthas to maximise hydrogen production in the
reformer.

. Spring 2019: There is a turnaround scheduled in the Preemraff Gothenburg refinery for
regeneration of the Reformer unit (CRU), inspection on the ISOGHT unit, decoking of CDU1,
change of catalyst in the ISOM and GHT and change out of structural packing in CDU2. Tie-
ins for GHT revamp stage 1 will be installed that will increase the throughput of the GHT-
unit, ISOGHT.

. Autumn 2020 inspection on the ISOGHT unit, decoking of CDU1 and change of catalyst in
DHT 3.
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. 2020/2021 Commissioning of GHT revamp stage 2. The revamp will increase throughput of
renewable feed to 900m3/d (Investment).

. Q2 2021: The Preemraff Gothenburg refinery will carry out a revision turnaround of the
refinery. During the revision, the majority of the plants on site will be inspected, maintenance
will be performed, most of the refinery catalysts will be changed and investment projects will
be installed.

Capital and strategic investment history. Preemraff Gothenburg's facilities, which began refining
operations in 1967, have been upgraded several times through large capital investments. As a result of these
investments, we believe that Preemraff Gothenburg is and will continue to be one of the best-performing
hydroskimming refineries in Europe.

In November 2016 the Preem board approved a SEK 635 million investment in a Hydrogen Production
Unit at the Gothenburg refinery. This investment, expected to be mechanically complete by the end of 2018 but
which is slightly delayed, is designed to further increase the refinery's desulfurization capacity. The investment
has an estimated pay back time of less than two years. Commissioning and start up initiated in February 2019.
First hydrogen from the new plant was delivered to the desulfurization units on February 28, 2019. The
following chart summarizes upgrades to Preemraff Gothenburg:

Upgrade at Preemraff Gothenburg Function Year
Waste Heat Recovery Unit..........c.cccovevenane. Recovers waste heat to be provided to third parties 1980
Isomerization Unit..........cccoovvvenevieniciiennn, Produces an additional low-benzene gasoline component 1993
Desulfurization/Dearomatization Unit......... Converts conventional heating oil or diesel into virtually 1997
sulfur-free, low aromatic diesel
Heavy Gasoil Upgrading Unit ..................... Upgrades heavy gasoil into heating oil for commercial use 1997 - 2003
Sulfur Recovery Units ........ccccovvvenericiennn, Converts hydrogen sulfide into liquid sulfur 1997
Prefractionator ..........ococeveveeeieniieceee, Reduces benzene formation in the reformer unit 1999
Petrol Gas Recovery Unit........c..ccccoevevenann. Recovers petrol gas in connection with the loading of products 2000
onto tankers
MoleX UNit.......ccovviiieieieiciceseceseienn Increases the octane of the gasoline component isomerate 2002
Mild Hydrocracker Unit...........ccoccoeneinne. Upgrades heavy oil production to low-sulfur heating oil 2003 - 2010
Green Hydrotreater Unit...........ccccoeevveinenn, Production of renewable diesel from crude tall oil 2010
Diesel Isomerization Unit...........c.ccccceoeeee. Isomerization of renewable diesel with high paraffinic content 2015
Hydrogen Production Unit............ccccceoeneee. Production of pure hydrogen for use in other refinery processes 2019

Capital and strategic investment plans. On March 17, 2017 the Swedish Government announced their
proposal to introduce a renewables quota (“CO2 reduction requirement”) system for Sweden. On July 1, 2018,
the CO2 reduction requirement system was implemented. The proposal mandates fuel companies to sell fuels
with more than 50% renewable content by 2030. As a means of getting started towards achieving this goal, the
Government proposed specific “reduction requirement” quotas for diesel and gasoline at 19.3% and 2.6%
respectively for 2018. Preem fulfilled the mandates by producing and purchasing renewable components and
ensuring detailed control and blending management processes were in place. Non-compliance will result in large
penalties, which in the end we expect will be passed to consumers. With tax incentives now secured for the
coming years we have initiated a study to further increase Preemraff Gothenburg's production of renewable
products, with an ongoing project to increase hydrogen supply for renewable production, debottlenecking the
existing renewable diesel plant and evaluating building a new standalone production facility.

Distribution

Both Preemraff Lysekil and Preemraff Gothenburg are well situated for the efficient distribution of
products to market. Transportation costs are a significant cost component of refined products. Given this, we
believe that the location of our refineries on harbors in western Sweden provides us with a competitive
advantage in our target markets. Preemraff Lysekil ships approximately 100% of its production, and Preemraff
Gothenburg ships approximately 75% of its production, by sea to domestic and international markets. Preemraff
Gothenburg's location near Gothenburg, Sweden's second largest city, also provides excellent access to truck
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and rail transport. We also own a strategically located network of terminals where we store inventory and
operate depots in Sweden. In addition, we generate additional revenue from third parties in the form of depot
throughput fees and we cooperate with other oil companies to optimize depot use and cost. For the year ended
December 31, 2018, sales revenue from such throughput fees was SEK 33 million.

Products

Our two refineries produce liquefied petroleum gas, gasoline, diesel, heating oil and fuel oil. In
addition, Preemraff Gothenburg has the capacity to produce jet fuel and kerosene. There are, from time to time,
substantial transfers of intermediates and components between the refineries in order to optimize the
profitability of the refinery system. The volume of these transfers varies considerably from month to month and
from year to year depending on the market prices of the components. For the year ended December 31, 2018
the volume of transfers between the refineries was approximately 440,000 cubic meters.

Sales

Our Supply and Refining segment exports over one half of its products each year (approximately 59%
in 2016, approximately 62% in 2017 and approximately 60% in 2018). Our exports are primarily to north
western Europe, including to other markets in Scandinavia, France, Germany and the United Kingdom. In 2018,
our Supply and Refining segment sold approximately 77% (by value) of its products to third parties and 23%
(by value) to our Marketing and Sales segment. With respect to third-party sales, we sell our refined products
on the spot market and pursuant to sales agreements with terms generally not exceeding twelve months. Our
third-party customers are predominantly other oil companies, including Greenergy UK Limited, BP OIL
International, Statoil ASA and OK-Q8 AB. We sometimes sell liquefied petroleum gas and naphtha to
petrochemical companies. All third-party sales of gasoline, jet fuel and diesel are sales to other oil companies or
traders. As of December 31, 2018, approximately 99% of our third-party sales of heavy fuel oil were sales to oil
companies, bunker distributors in the local market and traders, with the remaining 1% sold directly to industrial
customers.

Raw Materials

Supply. We purchase the majority of our crude oil on the spot market, which provides us with
flexibility in obtaining a supply of crude oil that is in line with our raw material requirements. This allows us to
take advantage of the rapid price fluctuations in the crude oil supply market through our crude oil purchasing
strategy. This strategy involves regularly monitoring market conditions for various types of crude oil as well as
demand for refined products. Our objective is to minimize production costs (cost of crude oil, transportation
and refining) and maximize sales revenue from the sale of the refined products that are most in demand. We
occasionally supplement this purchasing strategy with various hedging instruments and forward sales contracts
on refined products when we believe it would be more beneficial to reduce the effects of fluctuations in crude or
refined product prices.

Price Effect on Inventories. The value of our inventories of crude oil and refined products is impacted
by the effects of fluctuations in the market prices for crude oil and refined products. To the extent that crude oil
and refined product prices fall in tandem, our gross profit would generally be negatively affected because we
compute the gross profit as the excess of sales revenue (determined at the time of sale) over the cost of goods
sold (determined using the first-in first-out accounting principle). Conversely, a portion of the gross profit that
we would record during a period of increasing prices may be attributable solely to the increase in refined
product prices during the period after we buy the crude oil and prior to the time we sell the refined product.
Therefore, for any given valuation date, we value our inventory at the lower of acquisition cost using the first-in
first-out accounting principle and the actual value. Subsequent movements in the price of the refined product
will have a corresponding impact on our gross profit.

Refined product price changes often lag behind crude oil price changes. During periods of falling
crude oil prices our gross profit margins may increase, depending on the rate and the duration of the crude oil
price decrease and the degree to which crude oil prices drop more than refined product prices. Due to this
effect, for example, the profitability of refining operations remained high during 2015 as crude oil prices
continued to decrease. During periods of increasing crude oil prices, we believe that we experience the opposite
effects.
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During periods of falling crude oil prices, the cost of replenishing our crude oil inventories and, thus,
our working capital requirements similarly decrease and vice versa.

We believe that, although the price effect on inventories may impact our results for a given period, over
the long-term, the effects of rising and falling oil prices tend to offset each other. In addition, we believe that,
from a cash flow perspective, the effects of rising and falling oil prices on gross profit and working capital tend
to offset each other to an extent. In comparing our results from period to period, we believe that it is important
to note that these price effects on inventories are unrelated to, and do not reflect, the underlying efficiency of the
refineries. We strive to control the impact on our profitability of the volatility in feedstock costs and refined
product prices. See also “Management's Discussion and Analysis of Financial Condition and Results of
Operations—Quantitative and Qualitative Disclosures about Market Risk—Commaodity Price Risk”.

Inventory Management. We employ several strategies to control the impact on our profitability of the
volatility in feedstock costs and refined product prices. Our inventory management strategies include the
purchase and sale of exchange-related, oil-related futures and options with a duration of twelve months or less.
To a lesser extent, we also use oil swap agreements similar to those traded on international exchanges such as
the ICE Futures Europe, including crack spreads and crude oil options that, because they contain certain terms
customized to the market in which we sell, such as point of delivery, are better suited to hedge against the
specific price movements in our markets. The number of barrels of crude oil and refined products covered by
such contracts varies from time to time. Nevertheless, we seek to maintain our “normal position” of crude oil,
finished products and intermediates. Our “normal position,” which is 1,840,000 cubic meters (approximately
12 million barrels), is evaluated based on the average optimal inventory level in our depot system, the required
inventory levels to allow for continuous flow and operations and the amount of crude oil and products that are
priced, but not delivered. When the volume in our inventories deviates from the normal position, both above
and below, we have used and will seek to use derivatives to restore the volume that is exposed to price
fluctuations. These strategies are designed to minimize, on a short-term basis, our exposure to the risk of
fluctuations in crude oil prices and refined product margins. This hedging activity is closely managed and
subject to internally established risk standards. The results of these hedging activities are recognized in our
financial statements as adjustments to the cost of goods sold. To the extent permitted under our financing
arrangements, we participate to a small degree in “contango” trading in connection with our inventory
management. “Contango” occurs when the forward prices of crude oil or refined products exceed current spot
market prices. As a result of our large storage capacity, we are able to take advantage of the price curve being
in contango by simultaneously entering into current spot market purchases and future sale agreements. By
locking in our margin, we can realize significant profits by utilizing our substantial storage facilities to store
crude oil and refined products at our existing facilities until the delivery date called for by the sale agreements.

Storage

We own a strategically located network of storage depots along the Swedish coastline. Currently, our
six storage depots have a total storage capacity of 800,000 cubic meters (approximately 5.9 million barrels). Of
the total storage capacity at our depots, approximately 5% is leased out, which generated SEK 5 million of
rental income from third parties during 2018. In addition, we have potential additional storage capacity at
Aspedalen, next to our Preemraff Lysekil refinery, which could increase our storage capacity by approximately
2,600,000 cubic meters (approximately 16 million barrels). Approximately 575,000 cubic meters of this storage
can be used as of December 31, 2018; utilizing the remainder of this additional storage capacity would require
substantial capital investments, which we do not expect to make in the near future.

For the year ended December 31, 2018, we generated SEK 134 million (€13 million) in the sale of
storage certificates. For the year ended December 31, 2017, we generated SEK 63 million (€6 million) in the
sale of storage certificates and in 2016, we generated SEK 56 million (€5 million), in the sale of storage
certificates.

Marketing Operations
The Marketing and Sales segment resells refined products in Sweden. Our Marketing and Sales
segment consists of two divisions: an energy division and a retail division. The Marketing and Sales segment

resells refined products to large and medium sized commercial customers and independent dealers, wholesale,
primarily in Sweden. We also sell our gasoline and diesel through 334 Preem branded service stations (of which
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99 are manned which are company owned and dealer operated and 235 are unmanned, which are company
owned and operated) along with 149 company owned and operated unmanned Saifa branded diesel truck stops.
We also operate 3 commercial road transport truck stops in Norway. For the years ended December 31, 2018,
2017 and 2016, our Marketing and Sales segment had sales revenue of SEK 23,875, SEK 18,679 million and
SEK 14,776 million and operating income of SEK 499 million, SEK 581 million and SEK 590 million,
respectively.

For the year ended December 31, 2018, approximately 23% (by value) of the products made by our
Supply and Refining segment was sold to our Marketing and Sales segment, and the other 77% (by value) was
sold to third parties. For the year ended December 31, 2017, approximately 24% (by value) of the products
made by our Supply and Refining segment was sold to our Marketing and Sales segment, and the other 76% (by
value) was sold to third parties. In 2016, approximately 23% (by value) of the products made by our Supply and
Refining segment was sold to our Marketing and Sales segment, and the other 77% (by value) was sold to third
parties.

Energy Division

We previously sold refined products to a large number of commercial customers of varying size and to
private consumers. As part of the restructuring of our Marketing and Sales segment, we no longer sell refined
products directly to small-size commercial consumers or private consumers. Instead, since 2007 we have
supplied our products to a network of resellers, who in turn sell directly to these customers. The resellers are
contractually required to use us as their primary supplier and are responsible for sales and delivery to the
end-user. Creating this network of resellers to handle sales to smaller commercial customers and retail
consumers and focusing our Marketing and Sales efforts on larger commercial consumers has enabled us to
reduce the size of our sales force and simplify our support functions, thereby reducing our costs. This shift in
focus has enabled us to retain a very large portion of our sales volume while focusing our efforts on a smaller
part of our previous customer base.

Within our energy division, we have also outsourced route planning and transportation of products,
which has helped reduce our costs.

Our energy division concentrates on sales to large and medium-sized commercial consumers. Our
main focus is on the supply of diesel and fuel oil to resellers, the industrial sector of Sweden, as well as to the
transport and agricultural sectors and to the majority of the Swedish municipalities.

Within the energy division, total volumes for the year ended December 31, 2017 increased by
approximately 4% compared to year ended December 31, 2016 as a result of increased sales of gasoline, diesel
and fuel oil. This is due to new high volume contracts with a few key customers.

Retail Division

Our retail division consists of a network of service stations throughout Sweden. We have a network of
334 service stations in Sweden operating under the Preem brand name. This network of Preem-branded stations
consists of both full-service stations that are Group-owned and dealer-operated, offering a variety of products
through integrated convenience stores aimed at consumers who prefer “one-stop shopping,” and low-cost
unmanned self-service stations that sell gasoline and diesel at reduced prices for the price-sensitive customer.
We also have a network of 149 unmanned and dealer operated diesel truck stops that are company-owned and
operate under the brand name “Séifa”. We also operate 3 commercial road transport truck stops in Norway. For
a majority of our company-owned stations and truck stops, we own nearly all of the fixed assets and the fuel;
however, we lease the land upon which the stations are located.

The following table shows a breakdown of our manned and unmanned stations as of December 31,

2018.
Type of Station Preem Saifa
Y T a0 =T OO O O PT PSP 99 0
UNIMENNEA. ..+ttt ettt bttt ekt b e bt s bt b e bt e b e e e m b e sbeebenb e e bt et e e e eneeseeebe b e 235 149
B 0] - | OSSPSR 334 149
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We have implemented a retail strategy that has reduced our cost base, increased sales of fuels and
convenience goods and improved our strength of brand. Part of this strategy involved developing a new retail
concept and attractive customer offers. Our new convenience shop concept has been well received among our
customers.

We have finished rolling out a new design for our stations and continue to selectively upgrade certain
of our stations that have not yet undergone the change. In addition, we are standardizing relations with these
independent operators by using a new partner contract, which helps us present a unified profile across our
service stations.

We also regularly evaluate and pursue select opportunities to expand our distribution and marketing
footprint, including possible opportunities for an increased retail network and depot capacity elsewhere in the
Nordic Region.

Sustainable Business Initiatives

The demand for biofuels is increasing and our customers are systematically looking for solutions to
reduce their environmental impact. As Sweden's largest producer of fuels, we have responded to this demand by
expanding our offering of biofuels and partnering with various institutions in the testing and development of
alternative fuels that use renewable raw materials and do not compete with global food production, reduce water
assets or threaten biodiversity.

On March 17, 2017 the Swedish Government announced their proposal to introduce a renewables quota
(“CO2 reduction requirement”) system for Sweden. On July 1, 2018, the CO2 reduction requirement system was
implemented. The proposal mandates fuel companies to sell fuels with more than 50% renewable content by
2030. As a means of getting started towards achieving this goal, the Government proposed specific “reduction
requirement” quotas for diesel and gasoline at 19.3% and 2.6% respectively for 2018. Preem fulfilled the
mandates by producing and purchasing renewable components and ensuring detailed control and blending
management processes were in place. Non-compliance will result in large penalties, which in the end we expect
will be passed to consumers. With tax incentives now secured for the coming years we have initiated a study to
further increase Preemraff Gothenburg's production of renewable products, with an ongoing project to increase
hydrogen supply for renewable production, debottlenecking the existing renewable diesel plant and evaluating
building a new standalone production facility.

Currently throughout our retail network, we offer our customers Bio100 diesel and fuel oil with 100%
renewable rapeseed methyl ester and we have increased the availability of biogas, including bio-fuel E85 (which
contains 85% renewable ethanol and 15% gasoline). Furthermore, we offer electric car owners in certain
locations a free two hour charge. In addition, following the conversion of sections of the Preemraff Gothenburg
refinery into a biorefinery in 2010, we started producing tall oil-based hydrotreated vegetable oil diesel (“HVO
Diesel”) with more than 30% renewable content. The conversion has resulted in successful market growth of
our higher environmental quality low-sulfur diesel, which was the first HVO Diesel and, over the years, has
become the dominant HVO Diesel in the Swedish market. In the beginning of October 2015, additional
capacity was added through a new process unit—a project for which construction began in the summer of 2014
and that was completed in September 2015. This project doubles the production capacity of renewable diesel
through an isomerization stage. The unit was successfully set up five days ahead of schedule and according to
design.

We also strive to improve the sustainability of our business by employing strategies to reduce our
emission levels and optimize our energy consumption at each of our refineries. Some of the effective
techniques that we employ to reduce our emissions include low nitrogen oxide burners, catalytic fuel-gas
cleaning, in-house produced fuel gas and energy recovery from heat exchangers. We believe that our refineries
emit on average less carbon dioxide-equivalents and significantly less nitrogen oxides (NOx) and less sulfur
oxides (SOx) than the typical refinery located in Western Europe. In addition, we partnered with Skangass AB
in 2012 for the delivery of LNG to Preemraff Lysekil. LNG replaced butane and naphtha as feedstock to the
HPU. This has reduced the CO2 emissions from the refinery. The terminal was commissioned in June 2014. It
is now in full operation and is supplying natural gas both as HPU feedstock and marginal refinery fuel gas. This
has increased the refinery's flexibility in selecting marginal fuel.
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Regulatory and Environmental Matters

We are subject to both Swedish and EU regulation on the production, storage, transportation and sale of
petroleum products. Sweden was one of the first European countries to introduce strict environmental
legislation, which required the Swedish petroleum industry to upgrade existing infrastructure earlier than other
European refiners. Sweden has among the strictest environmental specifications in the EU. Current EU
regulations allow a maximum sulfur content of ten parts per million for gasoline and diesel, effective January 1,
2009, and an aromatic content in gasoline of 35%, effective January 1, 2005. For more discussion of relevant
regulatory and environmental matters, see “Risk Factors—Risks Related to Our Business—We are subject to
governmental laws and regulations, including environmental laws and regulations on climate change,
occupational health and safety laws, competition laws and energy laws in Sweden and elsewhere, which may
impact our business and results of operations.”

Because of the hydrocracker unit at Preemraff Lysekil, Preemraff Lysekil has a strong market position
in producing virtually sulfur-free (ten parts per million) diesel, a product for which there is increasing demand in
Europe. The hydrocracker unit's operations allow us to focus less on production of heating oil, a lower margin
product, versus production of diesel, a higher-margin product, which we believe has enhanced our overall
refining margins. Although we have made the necessary investments to meet current EU specifications, our
intention is to make additional investments to further upgrade our refineries. We have also modified the mild
hydrocracker unit at the Preemraff Gothenburg refinery in order to allow processing of bio-based feedstock for
production of green diesel. Our Green Hydrotreater Unit, which has been in operation at Preemraff Gothenburg
since late 2015, addressed difficulties encountered in producing winter quality environmental low-sulfur
renewable diesel and nearly doubled Preemraff Gothenburg's production of renewable diesel compared to before
the upgrade.

Intellectual Property

Preem holds the word and combined word and device trade mark registrations for Preem and the Preem
bear logo in the EU and Norway. Preem also holds other Swedish trade mark registrations including “Renofin,”
“Minima.,” “Biohydraul,” “Synthgrease,” “SP Svenska Petroleum,” “Bjornkoll,” “Preem Active Cleaning
Power Diesel,” “Preem ACP Diesel,” “ACP,” “EO2 DUO LS” and a three dimensional trademark portraying a
Preem filling station.

Preem has applied for certain trademarks —“preem evolution” word mark and “preem evolution” device
mark in Sweden and Norway — relating to its higher environmental quality low sulfur fuel, which were
challenged by another company in the European fuels industry. The parties have reached a settlement. Preem’s
trademarks are now registered in Sweden and we are waiting for them to be registered in Norway.

Preem, directly or indirectly through its subsidiaries, also holds the following domain names: “corral”,
“corralfinans”, “corralpetroleum”, “preem”, “preemholdings”, “preempetroleum”, “preemgas”, “preemraff”,
“wwwpreem”, “preemfinans”, “preemevolution” “acpdiesel”, “depastoppsportalen”, “depastoppsportalen”,
“preem apps,” and “preemapps,” “substainability”, “preemtest”, preemecorun, preemtest, tackforskjutsen,
tackforskjutsen, “tvéttabilen”, “svenskaoljegrossister”, “bjornkoll”, “bjérnkoll” and “renofin”. The above
mentioned domain names are all held in the top domains “.se,” “.com,” “.eu,” “.nu,” “.org,” “.biz,” “.info” and
“.net,” with the exception of: “preem” which also is held in the top domain “.no”, “.at”, “.be”, “.cn”, “.ee”, “.es”,
“fi7, “hu”, “it?, v i, “opt”, and “tel”; “preemholdings” which is only held in the top domains “.com”,
“.se” and “.no”; “bjérnkoll” which is only held in the top domains “.se,” “.com,” “.nu,” “.org,” “.biz,” “.info”
and “.net”; “corral”, “depastoppsportalen”, “depéstoppsportalen”,  “preemecorun”,  “preemtest”,
“tackforskjutsen”, “tackforskjutsen”, which are only held in the top domain “.se”; “preemevolution ”, which is
only held in the top domains “.se,” and “.com”; “evolutiondiesel” which is only held in the top domains “.se,”
“.eu,” “.nu,” “.org,” “.biz,” “.info” and “.net” (this domain is parked and not in use due to an agreement with a
third party); “preem apps,” and “preemapps,” which are only held in the top domain “.net,”; “tvéttabilen” which
is only held in the top domain “.nu” and “substainability” which is only held in the top domain “.bio”.

[LNT LLNT3

As regards patents, Preem currently has two on-going patent applications (one filed and one in
preparation for filing).
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In addition, Preem holds a number of technology licenses pertaining to its day-to-day production
processes in the refineries. In relation to renewable production, Preem has a licensing agreement regarding
certain technology patented by a third party that is used in Preem's production of higher environmental quality
low sulphur fuel in Preemraff Gothenburg. The agreement was entered into in 2015 and shall remain in full
force and effect for 20 years, subject to, inter alia, Preem paying the agreed license fees. In this context, it
should be noted that two of the patents held by the aforesaid third party (being licensed to Preem) have recently
been nullified in court proceedings. Preem was not a party to these proceedings and, to Preem’s knowledge,
these rulings have been appealed and are therefore not yet final. Preem is continually monitoring the situation in
order to assess any potential impact on Preem’s business.

Employees

During 2018, the average number of people employed by us was 1,483. Substantially all of our
employees are represented by trade unions under collective bargaining agreements. We believe that our
relations with our employees are good. We have not been involved in any material labor disputes or
experienced any disruptions in production as a result of union activities of our employees in the last five years.

Organizational Structure

CPH is the holding company of the Group and is wholly owned by Moroncha Holdings which, in turn,
is wholly owned by Mr. Mohammed Hussein Al-Amoudi, the Ultimate Shareholder. Mr. Al-Amoudi acquired
all of the outstanding shares of Preem, then called OK Petroleum, in 1994 and its name was changed to Preem
Petroleum in 1996 and then to Preem in 2008. Preem is CPH's wholly owned operating subsidiary.

Joint Ventures

We have been, are, and are likely to be involved in joint ventures in the future. We are currently
involved in the SunPine Biofuel Refinery (“SunPine”) joint venture. SunPine is approximately 25% owned by
Preem, with the following partners: Sédra Skogsdgarna ek. for. (approximately 25%), Sveaskog Forvaltnings
Aktiebolag (publ) (approximately 25%) and Lawter BVBA (approximately 25%). The SunPine biorefinery uses
renewable resources (namely pulp and lumber mill excess) to generate feedstock for the Green Hydrotreater
located at Preemraff Gothenburg. The biofuel production at SunPine for the year ended December 31, 2018 was
110,764 Nm3 of tall diesel.

Preem is also involved with a number of new production companies where the intention is to start the
production of feedstocks for our refineries in 2021-22 based on residues from the pulp and forest industry.
Currently, we are shareholders in 2 companies in Sweden: Lignolproduktion AB (24.9%) and Pyrocell (50%).

Preem is also planning to be a shareholder in another Swedish company called SunCarbon as of April
30, 2019. Production of feedstock to our refineries is scheduled to begin in 2022. Preem is also involved with a
company in Norway called Biozin AS. We have signed a cooperation agreement regarding large-scale
production of biofuels with residual products from the forest and wood industry. Initially, a new production
facility will be built in Jordoya in Amli municipality, Norway. The Biozin capacity will be around 120,000 m3
of renewable crude oil to be fed into the Gothenburg refinery

Planned capacity for the Swedish plants arising from these joint ventures is around 90,000 — 100,000
m3 feedstocks, where around 25,000 m3 will be pyrolysis oil for Preem’s FCC unit in Lysekil and the remaining
volume will be a lignin oil to be hydro treated.

Preem is also planning to build an electrolyser in the Gothenburg refinery for increasing the production

of hydrogen based on renewable electricity. The co-partner in this project is the Swedish state owned company,
Vattenfall. The final agreement is not yet fully negotiated.
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Sweden are currently contemplating a mandatory reduction quota system for aircraft fuel from 2021.
Preem and SAS have entered into an agreement for supplying renewable jet fuel when Preem’s new stand-alone
unit for HVO is operational. The unit can produce 1 mm3 of renewable HVO per year, of which 300,000 m3 can
be renewable jet fuel. The domestic demand of jet fuel in Sweden is about 200,000 m3 per year.

Legal Proceedings

We have been and are involved in various legal proceedings incidental to the conduct of our business;
however, we are not involved in any governmental, legal or arbitration proceedings that have had or are
expected to have significant effects on our financial position or profitability.

VAT filings. We have notified the Swedish Tax Agency of possible technical non-compliance with the
Swedish VAT Act, in which Preem has been issuing receipts since 2010 that reflect VAT on both gas station
receipts and monthly summary invoices, even if the receipt and the invoice represent the same transactions. The
Swedish VAT Act requires VAT specified on a receipt or invoice to be paid to the Swedish Tax Agency.
Therefore, even though we paid appropriate VAT on a per-transaction basis, we may need to retroactively revise
VAT filings to address the fact that receipts and invoices both showed VAT amounts.

Our external tax advisors have advised that the most likely outcome is that the Swedish Tax Agency
will not demand corrective actions. If they did do so, there would be no penalties payable, but interest with
respect to the revised filings could amount to SEK 300 million.

Corral Petroleum Holdings is subject to significant taxation and levies in Sweden. These taxes and
levies imposed on Corral Petroleum Holdings have changed considerably over time and we cannot assure you
that the level of taxes and levies to which we are subject will not be increased. Any further increases in the
levels of taxes or levies to which we are subject in Sweden, or the implementation of any new taxes or levies to
which we will be subject, could have a material adverse effect on our business, financial conditions, and results
of operations. Furthermore, any change in Corral Petroleum Holdings' tax status, or in taxation legislation or
practice in Sweden or any jurisdiction in which we operate, or in our tax treatment may affect our ability to
service our debt and/or finance our operations.

In 2019, Sweden will introduce interest deduction limitation rules capping deduction on interest rate
costs to 30% of taxable EBITDA.

The Swedish Government subsidises a niche diesel quality that emits fewer particles when combusted
in a diesel engine. The tax incentive for this cleaner diesel quality is currently approximately SEK 453/m®
(€0.45/1). Preem currently produce 2.5 million m® diesel with Environmental Class 1 to the Swedish market and
loss of this tax incentive would be materially adverse to our business.

Insurance

Our operations are subject to all of the risks normally associated with oil refining and transportation
that could result in damage to or loss of property, loss of income due to suspension of operations, injury or death
to personnel or third parties, directors and officer’s insurance, travel insurance, insurance against crime and
insurance relating to damage to the environment.

For insurance purposes, we have a wholly owned insurance company: Preem Forsakrings AB (the
“Captive”), based in Sweden and formed in 2012.

Our insurance policies for property and business interruption, terrorism, offices and general liability as
well as Environmental Impairment Liability are underwritten by Preem Forsékrings AB and reinsured on the
international reinsurance markets. Our property insurance covers sudden and accidental loss of or damage to
plants, buildings, equipment, crude oil and products. We insure such assets at levels that management believes
reflect their current replacement value. The refineries are also covered by business interruption insurance for
interruptions beyond 45 days. This means that there is no business interruption insurance cover in the first 45
days of a business interruption, but there is subsequently full compensation for up to 22 months and 15 days
following the end of the 45 day period (or, in the case of Preemraff Gothenburg, up to 16 months and 15 days
thereafter). Our public and product liability insurance covers loss of or damage to third party property as well as
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death or injury to third parties. Employees are covered by the statutory workers' compensation scheme. Our
transport insurance covers loss of or damage to crude oil and products, as well as refinery spares and other
equipment during transportation at our risk. Our charterers' liability insurance covers potential liability for
incidents involving vessels chartered by us. Our environmental insurance for sites in operation covers both
sudden and gradual environmental damage. This policy is issued by the Captive, with external reinsurance for
amounts exceeding an aggregate of SEK 25 million per year. We also had separate environmental insurance for
soil contamination at closed sites issued by the Captive, without reinsurance. This policy expired on December
31, 2014, hence only a small number of outstanding claims reported prior to that date are still to be paid by the
Captive.

We believe we maintain our insurance in a manner consistent with customary industry practices in the
jurisdictions in which we operate and consider our insurance coverage to be financially prudent for our business.
We cannot assure you, however, that our insurance coverage will adequately protect us from all risks that may
arise or in amounts sufficient to prevent any material loss. For example, a liability claim for which we are
underinsured or uninsured could have a material adverse effect on us (see “Risk Factors—Risks Related to our
Business—We are faced with operational hazards as well as potential interruptions that could have a material
adverse effect on our financial condition and results of operations™).

Property, Plant and Equipment

We own the Preemraff Gothenburg refinery and the 370 acres on which the refinery is located, and we
have leaseholds to adjacent properties that we use and easements that ensure the refinery's access to the harbors
of Torshamnen and Skarvik by way of pipelines. We also own the Preemraff Lysekil refinery and the 465 acres
on which the refinery is located as well as the harbor at Preemraff Lysekil. Preemraff Lysekil and Preemraff
Gothenburg, our two refineries, and our main storage facilities, which consist of a total of approximately 37
acres, are both located in Sweden.
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MANAGEMENT

The following tables set forth certain information with respect to the current directors and executive
officers of Corral Petroleum Holdings and Preem as of the date of this Annual Report.

Corral Petroleum Holdings

Name Age Position(s)
=TT T I Y, 1 P o USRS 56 Chairman of the Board
RICHAIA ONMAN .......cuiiceeeeceeeeeee ettt naesenanes 67 Managing Director
Petter HOMANM ........coviiviiii ettt sre s 62 Director

Preem

Board of Directors

Name Age Position(s)
=TS0 T I Y, 1 P o SR 56 Chairman of the Board

Petter HOIANG ........cooiiiicccc e 62 President and CEO
RICNAIT ONMEN .....c.cvivie ettt en s enaeeas 67 Director

PEI HOJOAIT. ....coviveveieii ettt 70 Director

MiIChAEl G:iSON LOW ...veviviieieiiciiciice ettt 67 Director

Sven Gunnar Lennart SUNAEN ..........coueevcieiciice e 66 Director

CriStian MattSSON ......ocviiiieicicic e re e sbe e 50 Employee Representative

Eva Lind Grennfelt
Erika Andersson
Robin Harming

Deputy Employee Representative
Employee Representative
Deputy Employee Representative

Management

Name Age Position(s)

INGFId BOAIN....c..iieiiiiiiic e 54 Executive Vice President Business Transformation
Peter Abrahamsson 55 Executive Vice President Refining

Peder Zetterberg.......ooviiveieiereieece e 68 Chief Financial Officer

Magnus HOIM ... 46 Executive Vice President Supply and Trading
Christian Bjerdén 52 Executive Vice President Marketing and Sales
Stein-Ivar BYe ..o 52 Chief Operating Officer (COO)

Petter Holland ...........ccoooiiiiiiiiieeee e 62 President and CEO

Malin Hallin.........cccooovviiiiiiicece e 51 Executive Vice President Sustainable Development
YIVa NYDEIG oo 41 Executive Vice President of Human Resources

Jason T. Milazzo has been Chairman of the Board of Corral Petroleum Holdings since November 2018
and Chairman of the Board of Preem since November 2018, having previously been Vice Chairman of each
since 2009. Mr. Milazzo is a highly experienced and well-regarded business leader with a broad background
across multiple industry sectors, with a particular focus on the natural resources sector. Mr. Milazzo was
previously with Morgan Stanley & Co. and held various senior management positions in its investment banking
division, including Co-Head of Global Natural Resources Group and Global Head of Corporate Finance Group.
Mr. Milazzo is also a Board Member and Vice Chairman of SAMIR and Svenska Petroleum Exploration AB
and a Board Member of Corral Morocco Gas and Qil AB, Corral Morocco Holdings AB, Petroswede AB,
Safanad Limited and Executive Jets.
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Petter Holland joined Preem as Chief Executive Officer in April 2012. Prior to joining Preem,
Mr. Holland was an Executive Vice President of Manufacturing at Saudi Aramco Mobil Refinery in Yanbu,
Saudi Arabia. In addition, Mr. Holland served in various and extensive positions within ExxonMobil between
1984 and 2012. Mr. Holland has 33 years of experience in the oil refining industry. Mr. Holland received his
Master of Science in mechanical engineering from the University of Trondheim.

Richard Ohman is President of the Board of Corral Petroleum Holdings, has been a director of Board
of Corral Petroleum Holdings since 2007 and has been a director of Preem since 1994. In addition, Mr. Ohman
served as a director of the Former Corral Petroleum Holdings, beginning in 1994, and served as President and
Chief Executive Officer of that company from 1999 until its merger with Preem in October 2008. From 1996 to
1999, he served as President and Chief Executive Officer of Midroc Scandinavia AB, in which Mr. Al-Amoudi
has a majority interest. From 1991 to 1992, Mr. Ohman was in charge of Management and Business
Development at ABV Rock Group KB based in Riyadh. From 1983 to 1991, he was involved in international
project financing at ABV AB/NCC AB, Stockholm. Mr. Ohman has 24 years of experience in the oil refining
industry. Mr. Ohman is also a director of Corral Morocco Gas & Oil, Petroswede AB, Svenska Petroleum
Exploration AB, Bahia Beach Real Estate AB, Bahia Beach Trancoso Limited and Twinpalms Management
Limited.

Per Hojgard has been a director of Preem since March 2007. Mr. Hojgard was Chief Financial Officer
of Preem from 1990 until his retirement on March 31, 2007. Mr. Hojgard has served in similar positions in
several public industrial companies. Before his employment with Preem, he was a partner in a management
consultancy company from 1985 to 1990. Mr. Hojgard has 27 years of experience in the oil refining industry.
Mr. Hojgard holds a MBA degree from Lund University.

Michael G:son Loéw has been a director of Preem since January 2003. Mr. Low served as Preem's
President and Chief Executive Officer from January 2003 until April 2012 and was employed by Preem until
July 2013. He is also a director of Boliden AB, Concordia Maritime AB, Stena Bulk AB, Norstel AB and
Véstra Hamnen Energy AB. He is Vice Chairman and director of the Swedish-Russian Chamber of Commerce,
Svenskt Narlingsliv (the Confederation of Swedish Enterprise) and IKEM AB (a service company and trade
organization for the Swedish Industrial and Chemical Employers Association). Furthermore, he is a Member of
Chalmers University advisory board and a Fellow Member of the Royal Swedish Academy of the Sciences.
Before joining Preem, Mr. Low worked for almost 27 years for the American oil company Conoco Inc. He has
been based in Europe, Asia, and the United States covering, for example, refining, supply and trading, shipping,
marketing and finance. He was a member of Conoco's European and Asian leadership teams, a director of
several local affiliates and Chairman of Conoco's Nordic downstream operations. Mr. Low has 39 years of
working experience in the oil industry, mainly downstream and midstream. Mr. Léw holds a MSc degree from
Stockholm School of Economics.

Sven Gunnar Lennart Sundén has been a director of Preem since 2005. Mr. Sundén is presently the
Chairman of Aura Light International AB, Troax Group AB, Aura Light Group AB, Stromma Varv AB,
Stromma Kanal Fastighets AB, Sundén Holding AB and is a director of Velcora Holding AB and Skerpan AB.
Mr. Sundén holds a Master of Engineering degree from the KTH Royal Institute of Technology and a Master of
Business Administration degree from the Stockholm School of Economics. He was the President and Chief
Executive Officer of Sanitec Corporation from 2005 to 2006 and of Swedish Match AB from 1998 to 2004 and
was employed in a variety of positions with AB Electrolux from 1977 to 1998.

Cristian Mattsson has served as an Employee Representative on the Board of Preem since 2003.
Mr. Mattson has been employed as a technician at Scanraff since 1988. Prior to this Mr. Mattsson was
Employee Representative on the board of Scanraff. Mr. Mattsson has 29 years of experience in the oil refining
industry.

Eva Lind Grennfelt has been employed as an engineer at Preemraff Gothenburg refinery since 2003 and
has served as a Deputy Employee Representative on the Board of Preem since 2008. Prior to this
Mrs. Grennfelt was working as process engineer at Kvaerner Pulping AB. Mrs. Grennfelt has 14 years of
experience in the oil refinery industry. Mrs. Grennfelt holds a M.Sc. of Chemical Engineering from Chalmers
University of Technology.
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Erika Andersson has served as an Employee Representative on the Board of Preem since April 2014.
Ms. Andersson has been employed at Preem since February 2009 and works within our Marketing and Sales
segment.

Robin Harming is a production technician at Preemraff Gothenburg and has served as deputy employee
representative on the Board of Preem since 2018. Robin joined Preem in 2015.

Ingrid Bodin joined Preem in 1988 and has served as Manager of Production Planning and Manager of
Business Development. From 2006 to 2015, she served as Executive Vice President of Supply and Trading.
and from 2015 to 2016 as Executive Vice President of Sustainable Operations. Ms. Bodin currently serves as
Executive Vice President Business Transformation. In addition she is a director of Ikem and the European
Petroleum Refiners Association. Ms. Bodin has 29 years of experience in the oil refining business and in oil
trading. Ms. Bodin holds a Master of Science in Industrial Engineering and Management.

Peter Abrahamsson started working for the refinery at Preemraff Gothenburg as a production engineer
in 1991 after taking his licentiate degree at Chalmers. He has served as Executive Vice President of Refining
since April 2012. Mr. Abrahamsson has held various positions at Preem since joining in 1991, including Chief
Executive Officer for Goteborgs Smdrjmedelsfabrik and Production and Technical Manager for Preemraff in
Gothenburg. Mr. Abrahamsson serves as a director of Preem Technology and was the Managing Director at
Scanlube AB from 2002 to 2006.

Peder Zetterberg serves as Chief Financial Officer. During the last 20 years, Mr. Zetterberg has
worked as a freelance executive. His assignments include serving as Chief Executive Officer for BRIO, Chief
Financial Officer for Sveaskog and Chief Information Officer for Capgemeni, in addition to a number of non-
executive board assignments. Among others, Mr. Zetterberg served as Chairman for Sunpine AB during the
establishment of the company. Before becoming a freelance executive, Mr. Zetterberg held various management
positions at companies such as Sandvik, Texas Instruments, PLM, Pharmacia Swedish Match and Electrolux,
both in Sweden and abroad. Mr. Zetterberg has two years of experience in the oil refining industry. Mr.
Zetterberg completed an Advanced Management Programme degree at Insead and holds a B.Sc. from the
University of Stockholm and Gothenburg School of Economics.

Magnus Holm serves as Executive Vice President of Supply and Trading, having previously served as
Executive Vice President of Marketing and Sales since April 1, 2014, when he joined Preem. Prior to joining
Preem, Mr. Holm was Nordic Head of Sales at Northern Europe's largest energy company, Vattenfall.
Mr. Holm has also served as Vice President of Marketing and Sales within Vattenfall Nordic Heat and as a
director on the boards of certain Vattenfall subsidiaries. In his earlier career he held Managing Director
positions in the media, real estate and logistics industries.

Christian Bjerdén joined Preem in 2007 and serves as Executive Vice President of Marketing and
Sales, having previously served as Executive Vice President of Human Resources. Prior to these roles,
Mr. Bjerdén held various positions within Preem, including Human Resources Business Partner and Human
Resource Manager. Mr. Bjerdén also serves as a principal of the Public School and Arts School. Mr. Bjerdén
has 11 years of experience in the oil refining industry. Mr. Bjerdén holds a master's degree from Orebro
University.

Malin Hallin joined Preem in 1995 and started working as a process engineer at Preemraff Gothenburg,
where she, in 2000, became Technical Manager. After the merger of Preem’s two refineries, she held the
position as Environment and Safety Manager at Preemraff. Ms. Hallin has also held several other positions
within Preemraff, Supply and Trading, and Marketing and Sales. Since December 2016 she has served as
Executive Vice President of Sustainable Development. Ms. Hallin is also member of the board of directors of
Preem Forsékrings AB, and the European Petroleum Refiners Association. Ms. Hallin a holds a Master of
Science in Chemical Engineering from Chalmers University of Technology, and an International Diploma from
Imperial College, London.

Stein lvar Bye joined Preem in 2018 and serves as Chief Operating Officer (COOQ). Prior to this role,
Mr. Bye was Executive Business Development for ExxonMobil covering Europe, Africa, Middle East and Asia
Pacific, located in Brussels, Belgium. Mr. Bye have served in a wide range of positions in the area of refining
and supply, trading and strategy development during a 25 year career in Exxon Mobil involving international
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assignments in UK, France, Italy and Belgium. Mr. Bye holds a Master of Mechanical Engineering degree from
Norwegian University of Science and Technology and an MBA in Strategic Management from Bl Norwegian
Business School.

Ylva Nyberg joined Preem in 2013 and has served as Executive Vice President of Human Resources
since November 1, 2018. From 2013 to 2018, she held various positions within HR. Prior to that she worked
with organizational and process development, project management as well as leadership and competence supply
within various companies in the private sector. Ms. Nyberg holds a Bachelor of Science within Business
Administration, Human Resources and Communication from Lund University.

Board of Directors of Corral Petroleum Holdings and Preem

The board of directors of Corral Petroleum Holdings currently has three members: Richard Ohman as
Managing Director, Jason T Milazzo as Chairman of the Board and Petter Holland as director. Under its articles
of association, Corral Petroleum Holdings is required to have a minimum of three directors, not more than eight
directors and a maximum of five deputy members. A majority of the directors must be present for there to be a
quorum. Directors are appointed at each annual general shareholders' meeting and serve until the end of the
next annual general shareholders' meeting, unless they retire or are replaced during that period. The current
directors of Corral Petroleum Holdings are designees of its parent company, Moroncha Holdings. They were
elected at Corral Petroleum Holdings' 2012 annual general shareholders' meeting on March 28, 2012 and have
thereafter been re-elected annually at Corral Petroleum Holdings' annual general shareholders' meetings. The
2018 annual general shareholders' meeting was held on April 18, 2018, at which time the current directors were
elected to serve until the end of Corral Petroleum Holdings' 2019 annual general shareholders' meeting.
Directors may be removed without cause by a resolution of the shareholders. The directors of Corral Petroleum
Holdings have the power to manage the business and to use all of the powers of the company not inconsistent
with Corral Petroleum Holdings' articles of association and the Swedish Companies Act. Corral Petroleum
Holdings has not entered into any service contracts with any of its directors or any directors of its subsidiaries
providing for benefits upon termination of employment.

The board of directors of Preem currently has eight ordinary members and two deputy members.
Under its articles of association, the board of directors must have a minimum of three directors and not more
than fifteen members, with not more than eight deputy members. A majority of the directors must be present for
there to be a quorum. All directors except for two employee representatives and the two deputy directors who
are also employee representatives are designees of Corral Petroleum Holdings and are appointed at each annual
general shareholders' meeting and serve until the end of the next annual general shareholders' meeting, unless
they retire or are replaced during that period. The two directors and the two deputy directors who are employee
representatives are appointed by the labor unions that represent Preem's employees and serve until the labor
unions appoint new representatives, up to a maximum of four financial years. The current directors of Preem,
except for the two employee representatives and the deputy directors, were appointed on April 18, 2018 and will
serve until the end of the Preem 2019 annual general shareholders' meeting. Directors elected at a shareholders'
meeting may be removed without cause by a resolution of the shareholders. The directors of Preem have the
power to manage the business and to use all of the powers of the company not inconsistent with Preem's articles
of association and the Swedish Companies Act. Other than as described in “Management—Executive
Compensation” below, Preem has not entered into any service contracts with any of its directors or any directors
of its subsidiaries providing for benefits upon termination of employment. Its board of directors has established
an audit committee. Richard Ohman and Per Hojgard are members of the audit committee. Under the Swedish
Companies Act, a director may not take part in decisions relating to agreements between the company and each
of the following:

. that director;

. a third party, if that director has a material interest that may conflict with the interest of the
company; and

. a legal entity that is represented by that director.
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If the director directly or indirectly owns all shares in the company, however, the above restrictions do
not apply. Moreover, the third restriction does not apply if the counterparty to the company is a member of the
same corporate group.

Compensation for the directors of Corral Petroleum Holdings and Preem is determined at their
respective annual general shareholders' meetings. Corral Petroleum Holdings and Preem also pay for all travel,
hotel and other expenses incurred by their respective directors in connection with their attendance at board
meetings or otherwise in connection with the discharge of their duties.

Executive Compensation

Corral Petroleum Holdings paid no compensation to its directors and executive officers in 2017. Corral
Petroleum Holdings was incorporated on March 22, 2007, and has not paid any compensation to its directors or
officers to date.

Preem paid to its directors and executive officers aggregate compensation of SEK 51.3 million,
including bonuses of SEK 10.1 million, in 2018, SEK 41.1 million, including bonuses of SEK 2.1 million, in
2017 and SEK 31.3 million, including bonuses of SEK 2.4 million, in 2016. Bonuses were determined by the
board of directors of Preem pursuant to provisions of employment agreements between Preem and the individual
executive officers.

Employment Agreements

Fees are paid to the Chairman of the Board and members of the Board as per resolutions at the annual
general meeting. No separate fee is paid for committee work. Remuneration of the CEO and other senior
executives consists of base pay, variable remuneration, other benefits and pensions. The breakdown between
base pay and variable remuneration must be in proportion to the senior executive’s responsibility and authority.
For the CEO and other senior executives, the variable remuneration is a defined maximum percentage of the
base pay. Pension benefits and other benefits for the CEO and other senior executives are paid as part of the
overall remuneration package. Other benefits consist primarily of a company car.

Chairman of the Board

Chairman of the Board Jason T. Milazzo is engaged under a consultancy agreement between Preem
and Sparrow Winds Limited. The agreement is in force until further notice starting from January 1, 2015 and
may be terminated by Preem subject to 30 months' notice.

Loans to Management

As of the date of this Annual Report, none of Corral Petroleum Holdings or Preem had any loans
outstanding with its management.

Management's Interests
None of the directors or executive officers of Corral Petroleum Holdings or Preem hold any shares in

any of these companies, and none of the companies have granted any option rights to any of its respective
directors, executive officers, or employees.
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OWNERSHIP OF COMMON STOCK

As of the date of this Annual Report, Corral Petroleum Holdings is the holding company of the Group,
which includes Preem. Corral Petroleum Holdings is wholly owned by Moroncha Holdings, which, in turn, is
wholly owned by Mr. Al-Amoudi, the Ultimate Shareholder. Through such ownership, the Ultimate
Shareholder indirectly has the right to make binding nominations for the appointment of members of the board
of directors of Corral Petroleum Holdings and its subsidiaries, including Preem, and to determine the outcome
of any action requiring shareholder approval, including election and removal of any such directors, amendments
to the charters, mergers and other extraordinary corporate actions of Corral Petroleum Holdings or of Preem.

Mr. Al-Amoudi's holdings include Svenska Petroleum Exploration AB, a petroleum exploration and
production company, a majority interest in SAMIR, a Moroccan oil refining company and a majority interest in
Midroc Europe AB, a holding company of a group of companies active in the field of industrial construction,
repair and maintenance. See “Related Party Transactions” for additional information.

Although these related companies currently do not directly compete with us in our primary markets, we
cannot assure you that they will not compete with us in the future. Some of the directors and executive officers
of Corral Petroleum Holdings and Preem also act as directors or executive officers with some of these related
companies. See “Management” elsewhere in this Annual Report. Preem also engages in commercial
transactions with some of these related companies from time to time. See “Related Party Transactions” for
details of such transactions. If Corral Petroleum Holdings or Preem enters into any such transactions with any
of these related companies, we intend to do so on terms no less favorable than those we could have obtained
from unrelated third parties. Nonetheless, such transactions could result in conflicting interests.
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RELATED PARTY TRANSACTIONS
Midroc Europe AB

Midroc Europe AB, a company in which Mr. Al Amoudi has a majority interest, has provided and
continues to provide maintenance and construction services, through its subsidiaries, including Midroc Electro
AB, Midroc Project Management AB, Midroc Stallningar AB, Midroc Alucrom AB and Midroc Rodoverken
AB, to Preem. For these services, Preem paid SEK 185 million in the year ended December 31, 2018, SEK 213
million in the year ended December 31, 2017 and SEK 274 million in the year ended December 31, 2016. Many
of these services are provided on an as-needed basis. Accordingly, the amounts paid for these services may vary
from year to year depending on the amount of services provided. We believe that the foregoing transactions
were entered into on terms no less favorable to us than those that could have been obtained from an unrelated
third party.

Corral Morocco Gas & Qil

On February 6, 2006, Corral Morocco Gas & Oil, which is indirectly 100% owned by Mr. Al Amoudi,
issued and delivered a promissory note to a predecessor of Preem in a principal amount of SEK 3,136 million
with an interest rate of 5.0% per annum. The promissory note was issued as payment in a transaction where the
shares in SAMIR were sold from Preem to Corral Morocco Gas & Oil. As of December 31, 2018, the
outstanding principal, including capitalized interest, was SEK 4,594 million (€447 million). The receivable
from this promissory note is tested every year using a consistent cash flow model and the same cash flow model
will continue to be used in the future. During 2018, a provision of SEK 157 million was made in relation to the
promissory note and the interest incurred during the year resulting in the book value of the promissory note for
accounting purposes being reduced to zero.

Constellation Holdings LLC

Constellation Holdings LLC provided strategic and investment banking advisory services and acted as
an advisor to Preem in consultative and advisory services on strategic issues. The contract governing these
services was terminated in December 2014,

Mr. Al-Amoudi is the principal shareholder of Constellation Holdings LLC. We believe that the
foregoing transactions were entered into on terms no less favorable to us or to our subsidiaries than those that
could have been obtained from an unrelated third party. Purchases made during 2018 amount to SEK 0 and
purchases made during 2017 and 2016 amount to SEK 0.

Capital Trust Group

Capital Trust Group, through its subsidiaries, provides international merchant and investment banking
services. CTNV, Ltd., a member of the Capital Trust Group, acted as our advisor in connection with the
issuance of the 2021 Notes, for which we paid a fee equal to 1% of the aggregate principal amount of the 2021
Notes and the A&R Credit Facility.

A new advisory agreement was entered into with Capital Trust Group in July 2016. The services to be
provided by Capital Trust are continuing investment advisory services with respect to the upstream and
downstream oil markets, market analysis with respect to potential debt refinancing opportunities and overseeing
communication between the Group and the various investors in the 2021 Notes and the A&R Credit Facility.
The agreement is a one year initial term contract with annual prolongation if not terminated after the initial term.
The conditions of the agreement are deemed to be reasonable and comparative to financial services agreements
and no less favorable than those that could be obtained from an unrelated third party.

We believe that the foregoing transactions were entered into on terms no less favorable to us than those
that could have been obtained from an unrelated third party.

During the year ending December 31, 2018, the aggregate of all fees paid to Capital Trust Group
amounted to SEK 27 million.
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Our Ultimate Shareholder

In connection with certain transactions refinancing the Group's debt in 2011, Mr. Al-Amoudi made a
$600 million contribution to the Group by way of a subordinated shareholder loan and contributed $8 million
and €9 million to the payment of expenses relating to these transactions by way of a subordinated shareholder
loan as well. The Subordinated Shareholder Loans bear an interest rate of 5% per annum and are paid in kind
semi-annually. See “Description of Certain Indebtedness—Subordinated Shareholder Debt.”

Mr Al-Amoudi wholly owns and controls our direct parent, Moroncha Holdings, which has entered
into an undertaking with the Trustee that it will not, and that it will cause Corral Petroleum Holdings and its
restricted subsidiaries not to, participate (directly or indirectly) in (x) a Substantial Disposition or (y) a direct or
indirect transfer, issuance or other disposition by Moroncha Holdings of the capital stock of CPH resulting (in
the case of this clause (y)) from an enforcement of the Share Pledge pursuant to which the Parent, Corral
Petroleum Holdings or any affiliate of the Parent or CPH is a purchaser (directly or indirectly) unless, in either
case described in (x) and (y) above, the terms of such Substantial Disposition provide for the repayment in full
of the Notes, or the issuance of a notice of redemption for all of the Notes in accordance with the optional
redemption provisions of the 2021 Indenture, and the payment of any accrued but unpaid interest thereon and
additional amounts, if any, within two Business Days following the receipt of Net Available Cash from such
Substantial Disposition and the cash required to fund such redemption is delivered to the relevant Paying Agent
within one Business Day after closing such Substantial Disposition.

Conflicts of Interest
Except as described above, and in the sections “Risk Factors—Risks Related to our Capital Structure—
We are controlled by one shareholder whose interests as they relate to us may conflict with your interests” and

“Management”, as at the date of this Annual Report, our directors and principal executive officers do not have
any potential conflicts of interest between any duties to us and their private interests or other duties.
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DESCRIPTION OF CERTAIN INDEBTEDNESS

The following is a summary of the material terms of certain financing arrangements to which we are a
party. The following summary is not complete and is subject to the full text of the documents described below.

2021 Notes

The 2021 Notes comprise (i) €570,000,000 aggregate principal amount of euro-denominated 11.750% /
13.250% senior PIK toggle notes due May 15, 2021, and (ii) SEK 500,000,000 aggregate principal amount of
Swedish krona-denominated 12.250% / 13.750% senior PIK toggle notes due May 15, 2021. The 2021 Notes
are senior debt of Corral Petroleum Holdings and are secured by a pledge of all the shares of Corral Petroleum
Holdings granted by Moroncha Holdings.

Subordinated Shareholder Debt
Subordinated Shareholder Notes

CPH issued the Subordinated Shareholder Notes pursuant to an indenture dated May 6, 2010, as
amended on September 14, 2011 and on May 6, 2016. The Subordinated Shareholder Notes are unsecured
obligations of Corral Petroleum Holdings and are junior in right of payment to all existing and future senior debt
of Corral Petroleum Holdings, including the 2021 Notes, and are structurally subordinated to the liabilities of
Corral Petroleum Holdings' subsidiaries, including under the A&R Credit Facility. On May 6, 2016 we
amended the indenture pursuant to which the Subordinated Shareholder Notes have been issued in order to
extend the maturity of the Subordinated Shareholder Notes to be no earlier than the 181st day after the 2021
Notes have been repaid, redeemed or defeased. The Ultimate Shareholder owns all outstanding Subordinated
Shareholder Notes, comprising an aggregate amount outstanding of €217 million and $97 million, as of
December 31, 2018.

Subordinated Shareholder Loans

CPH incurred the Subordinated Shareholder Loans in connection with certain transactions refinancing
the Group's debt in 2011. The Subordinated Shareholder Loans bear an interest rate of 5% per annum and are
paid in kind semi-annually. The outstanding principal amount of Subordinated Shareholder Loans have all now
been converted into equity, including as of March 31, 2018, June 30, 2018 and September 26, 2018 by
converting SEK 400 million, SEK 416 million and SEK 92 million equivalent, respectively, from Subordinated
Shareholder Loans to shareholder contributions. As of December 31, 2018, the Subordinated Shareholder Loans,
including accrued interest expense, amounted to $171 million and €4 million respectively.

Subordination features of the Subordinated Shareholder Debt

In connection with the issuance of the 2021 Notes, CPH and the Ultimate Shareholder effected
modifications to the Subordinated Shareholder Debt to, among other things, ensure that, without the consent of
the senior creditors of CPH, the Subordinated Shareholder Debt:

1) does not mature or require any amortization, redemption or other repayment of principal or
any sinking fund payment prior to the 181st day after the 2021 Notes have been repaid, redeemed or defeased,;

2 does not require, prior to the 181st day after the 2021 Notes have been repaid, redeemed or
defeased, payment of cash interest, cash withholding amounts or other cash gross-ups, or any similar cash
amounts;

3) contains no change of control or similar provisions, does not accelerate and has no right to
declare a default or event of default or take any enforcement action or otherwise require any cash payment, in
each case, prior to the 181st day after the 2021 Notes have been repaid, redeemed or defeased:;

4) does not provide for or require any security interest or encumbrance over any asset of CPH or
any of its subsidiaries; and
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(5) pursuant to its terms is fully subordinated and junior in right of payment to the 2021 Notes
pursuant to subordination, payment blockage and enforcement limitation terms which are customary in all
material respects for similar funding.

A&R Credit Facility

The 2011 Credit Facility was amended and restated from time to time up through an amendment and
restatement agreement dated October 30, 2017, entered into in connection with Preem's acquisition of YX
Norge’s bulk sales business in Norway. As of the most recent amendment and restatement date, the parties to
the A&R Credit Facility included, inter alios, Preem, as borrower, Skandinaviska Enskilda Banken AB (publ),
Danske Bank A/S, Danmark, Sverige Filial, DNB Bank ASA, Svenska Handelsbanken AB (publ), and
Swedbank AB (publ), as lenders, Skandinaviska Enskilda Banken AB (publ), as facility agent, Skandinaviska
Enskilda Banken AB (publ) as factoring bank and Svenska Handelsbanken AB (publ) as letter of credit fronting
bank.

Structure

The A&R Credit Facility provided Preem with an approximate $68 million (equivalent) term loan and a
$1,542 million multi-currency revolving facility. On July 15, 2016, Preem's full outstanding term loan under the
A&R Credit Facility was prepaid through a mandatory excess cash flow prepayment pursuant to the A&R
Credit Facility.

The A&R Credit Facility has a maturity date of November 9, 2020, (save for the term loan which has
been repaid). Loans and letters of credit under the revolving credit facilities may be used to refinance amounts
outstanding under the A&R Credit Facility and for general corporate purposes and working capital requirements
(including, without limitation, the payment of fees, costs and expenses incurred in connection with the A&R
Credit Facility and the making of permitted payments) and for a specified potential acquisition (subject to
certain conditions), but not for the financing of any other acquisition.

Incremental Facility

Preem may request an increase in the size of the total commitments under the revolving loan and letter
of credit facilities that are subject to the borrowing base limits up to a maximum aggregate amount of
(i) $1,650 million while the price of oil has been, on average, less than $100 per barrel during the five Business
Days immediately prior to (and excluding) the day of such request or (ii) $1,850 million while the price of oil
has been, on average, equal to or more than $100 per barrel during the five Business Days immediately prior to
(and excluding) the day of such request, to be made available by way of an incremental facility (the
“Incremental Facility”) on the same terms as the revolving loan and letter of credit facilities that are subject to
the borrowing base limits under the A&R Credit Facility. If the Incremental Facility is to be provided by any
lender that is not an existing lender under the A&R Credit Facility then the provision of the Incremental Facility
will be subject to the approval of such new lender by the existing majority lenders under the A&R Credit
Facility (such approval not to be unreasonably withheld or delayed).

Interest

Interest on loans utilized under the A&R Credit Facility accrues at a rate equal to IBOR plus an
applicable margin for each of the facilities. The revolving loan that is subject to the borrowing base limits has a
margin of 3.50% per annum and the letter of credit facilities that are subject to the borrowing base limits have a
fee of 1.75% per annum. The revolving loan that is not subject to the borrowing base limits has a margin of
4.00% per annum and the letter of credit facilities that are not subject to the borrowing base limits have a fee of
2% per annum. Such interest is payable on a six-month basis, or in the case of loans with a term shorter than six
months, on the last day of such term.

Financial Covenants
Under the A&R Credit Facility, Preem is obliged to maintain certain agreed financial ratios, such as

Adjusted Net Debt (as defined below) to consolidated EBITDA, interest cover ratios and minimum equity
levels.

90



Interest Cover Ratio

Under the A&R Credit Facility, Preem must ensure that the ratio of consolidated EBITDA to
consolidated interest costs (meaning, in relation to each trailing twelve month period, ending on a quarter date,
all interest, whether paid or payable (but excluding capitalized interest), incurred by the Preem group during that
period calculated on a consolidated basis), does not fall below 3.0 to 1.0.

Minimum Equity Covenant

Under the A&R Credit Facility, Preem must ensure that the value of adjusted equity does not fall below
SEK 5,000 million at any time.

Equity Cure

The A&R Credit Facility contains certain equity cure rights which can be exercised in respect of each
of the financial covenants by either reducing Adjusted Net Debt, increasing the value of adjusted equity or, for
the purposes of calculating consolidated interest costs, be deemed to have been received and applied in
reduction of financial indebtedness (as applicable). The equity cure rights cannot be exercised more than three
times over the life of the facilities or more than once in any financial year or in any consecutive financial
quarters. In certain circumstances, equity cure rights may be exercised by the holders of the 2021 Notes. These
equity cure rights may take the form of cash contributions or subordinated loans to Preem from CPH.

Certain General Covenants

The A&R Credit Facility also includes (with certain customary exceptions) a negative pledge,
prohibitions on the disposal or acquisition of assets by the Preem group, restrictions on incurring financial
indebtedness, and other restrictions typical of transactions of this nature.

The A&R Credit Facility also provides for restrictions on capital expenditures, whereby no member of
the Preem group may incur any capital expenditure which, when aggregated with the capital expenditure
incurred by any other member of the Preem group (other than capital expenditure for the heavy fuel oil upgrade
project), exceeds the following levels in any financial year of Preem:

Q) for the financial year ending December 31, 2015, SEK 894 million;

(i) for the financial year ending December 31, 2016, SEK 1,893 million;

(iii) for the financial year ending December 31, 2017, SEK 3,027 million;

(iv) for the financial year ending December 31, 2018, SEK 1,372 million;

(v) for the financial year ending December 31, 2019, SEK 1,576 million; and

(vi) for the financial year ending December 31, 2020, SEK 1,250 million;

CPH has confirmed that for purposes of calculating the capital expenditures referred to above, it will
direct Preem to include, and Preem will include, the expenditures related to the planned investment of
approximately SEK 1,600 million in vacuum distillation equipment at Preemraff Lysekil within the caps set out

in clauses (i) to (vi) above.

Any unutilized balance of permitted capital expenditure in any financial year may be carried forward
for one financial year only.

The A&R Credit Facility also contains other restrictions and prohibitions that prevent Preem from
making any distribution, or declaring or paying any dividend, other than as described below.

In addition, the A&R Credit Facility also requires Preem to continue to adhere to a hedging policy
previously agreed with the Lenders with respect to the price risk in its inventory position.
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Restrictions on Upstreaming of Cash

Preem may not make any distribution or declare or pay any dividend to CPH whatsoever unless
permitted pursuant to the terms of the A&R Credit Facility. The A&R Credit Facility provides for the following

“Permitted Payments”:

(A)

(B)

the group tax contribution (SW.Koncernbidrag) (the “Group Contribution”) to CPH by way of
dividend provided that the amount equal to the Group Contribution is simultaneously made
available to Preem by way of equity contribution or a loan subordinated pursuant to the terms
of the Intercreditor Agreement and provided further that this is effected by accounting entries
only and no cash is actually moved between Preem and CPH;

at any time following the date on which all arrangement fees under the A&R Credit Facility
have been paid to the Lenders, a lawful dividend, distribution or payment from Preem to CPH
made on June 30 and December 31 in each financial year for the purposes of servicing cash
pay interest accrued and payable under the 2021 Notes, provided that:

(1)

)

any such dividend, distribution or payment to be made on June 30, 2016 and
December 31, 2016 may only be made from Excess Cashflow (as defined in
paragraph (A) of the definition of “Excess Cashflow” included below), in respect of
the financial year ending December 31, 2015, after deducting amounts of Excess
Cashflow required to be applied in prepayment of the term loan under the A&R
Credit Facility and may not be funded by using any portion of the revolving facilities
that is not subject to borrowing base limits (and Excess Cashflow remaining after the
making of such dividend, distribution or payment shall be “Surplus Excess
Cashflow”); and

any such dividend, distribution or payment to be made on June 30 or on December 31
in any subsequent financial year of Preem can only be made from Excess Cashflow
(as defined in paragraph (B) of the definition of “Excess Cashflow” included below)
(and may not be funded by using any portion of the revolving facilities that is not
subject to borrowing base limits), with each June 30 payment being paid from the
Excess Cashflow calculated as of March 31 in the applicable financial year and each
December 31 payment being paid from the Excess Cashflow calculated as of
September 30 in the applicable financial year (and, in each case, Excess Cashflow
remaining after the making of such dividend, distribution or payment shall be
“Surplus Excess Cashflow”),

and (in each case) further provided that such dividend, distribution or payment may
only be made if:

(M no default under the A&R Credit Facility has occurred and is continuing on
the Confirmation Date (as defined in paragraph (iii) below) or would arise
as a result of the dividend, distribution or payment were it to be made on the
Confirmation Date (as defined in paragraph (iii) below);

(i) all fees due in connection with the A&R Credit Facility have been paid in
full on the date of such dividend, distribution or payment; and

(iii) 32 days prior to the date upon which the proposed payment, dividend or
distribution is to be made (such date being the “Confirmation Date”), Preem
provides to the facility agent:

@ a written confirmation that (i) its Minimum Liquidity (defined
below) during the 30 days prior to the Confirmation Date was, on
average, greater than $100 million or, if Preem makes a Reduced
ML Election (as defined in paragraph (c) below) in respect of the
proposed payment, dividend or distribution in accordance with the
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(€)

provisions of paragraph (c) below, $50 million and (ii) its
Minimum Liquidity on the Confirmation Date after taking account
of the proposed payment, dividend or distribution (assuming it was
paid on the Confirmation Date) will be, greater than $100 million
(or, if Preem has made a Reduced ML Election in accordance with
paragraph (c) below in respect of the proposed payment, dividend
or distribution, $50 million); and

(b) in the case of a proposed payment, dividend or distribution in
respect of which Preem has made a Reduced ML Election under
paragraph (iii)(a) above, a cash flow forecast for the Group for a
period of not less than twelve months following the Confirmation
Date showing that Preem is forecast to remain in compliance with
the Financial Covenants (described above) in respect of the A&R
Credit Facility for such twelve month period (and assuming such
payment is paid);

(© Preem may elect to reduce the Minimum Liquidity threshold
applicable to a proposed payment, dividend or distribution to be
made under this paragraph (B) during any twelve month period
ending on June 30, 2016 or December 31, 2016 (the “Reduced ML
Election™), provided that Preem may not make more than one
Reduced ML Election during the life of the Facilities and any such
Reduced ML Election shall (x)only apply in respect of the
proposed payment, dividend or distribution made immediately
following the written confirmation in which the Reduced ML
Election was made and (y) not (for the avoidance of doubt) apply
in respect of any payment, distribution or dividend proposed to be
made pursuant to paragraph (C) below;

at any time following the date on which all arrangement fees under the A&R Credit Facility
have been paid to the Lenders, a lawful dividend, distribution or payment from Preem to CPH
the purposes of: (A) prepaying principal amounts outstanding under the 2021 Notes which
constitute interest previously paid as PIK Interest (each a “Capitalized Amount™); and/or
(B) repaying principal amounts (other than Capitalized Amounts) outstanding under the 2021
Notes (each a “Designated Principal Payment™), provided that (in each case):

(1)

()

no such payment, distribution or dividend may be made in respect of any twelve
month period ending on March 31, 2016, June 30, 2016, September 30, 2016 or
December 31, 2016; and

any such payment, distribution or dividend must be made at the same time as a
June 30 payment or a December 31 payment of cash interest on the 2021 Notes, and
from the Surplus Excess Cashflow available after the making of such June 30 cash
interest payment or, as the case may be, December 31 cash interest payment after
deducting any Surplus Excess Cashflow which has become Designated Excess
Cashflow (as defined in paragraph (E) below) (and may not be funded using any
portion of the revolving facilities that is not subject to borrowing base limits) and
only if:

(M no default under the A&R Credit Facility has occurred and is continuing on
the Confirmation Date (as defined in paragraph (iii) below) or would arise
as a result of the dividend, distribution or payment were it to be made on the
Confirmation Date (as defined in paragraph (iii) below);

(i) all fees due in connection with the A&R Credit Facility have been paid in
full on the date of such dividend, distribution or payment;
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(D)

(E)

(iii)

(iv)

32 days prior to the date on which such proposed payment, dividend or
distribution is due to be made (such date being the “Confirmation Date”),
Preem provides the facility agent with:

€)] a written confirmation that (i) its Minimum Liquidity during the
30 days prior to the Confirmation Date was, on average, greater
than $175 million and (ii) its Minimum Liquidity on the
Confirmation Date after taking account of the proposed payment,
dividend or distribution (assuming it was paid on the Confirmation
Date) will be greater than $175 million; and

(b) in respect of any dividend, distribution or payment which either
(x) is to be used wholly or in part for the purposes of a Designated
Principal Payment or (y)is to be used to repay Capitalized
Amounts where the aggregate amount of such proposed payment
exceeds an amount equal to one year's interest then due on the
Notes, an updated business plan of the Group covering a period of
not less than five years following the Confirmation Date together
with a cash flow forecast for the Group for a period of not less than
twelve months following the Confirmation Date showing that
Preem is forecast to remain in compliance with the Financial
Covenants (described above) in respect of the A&R Credit Facility
for such twelve month period (and assuming such payment is paid);
and

Preem's auditors provide the finance parties under the A&R Credit Facility
with written confirmation on the Confirmation Date that they have reviewed
the calculations set out in the written confirmation delivered by Preem to the
facility agent and that they are satisfied that such calculations are consistent
with the relevant corresponding definitions set out in the A&R Credit
Facility agreement;

paying administrative costs of CPH up to a maximum amount of $500,000 in any calendar
year; and

at any time following the date on which the arrangement fee under the A&R Credit Facility
has been paid in full to the Lenders, a lawful dividend, distribution or payment from Preem to
CPH made on a Quarter Date falling on June 30 or December 31 in each financial year for the
purposes of servicing cash pay interest accrued and payable under the Notes (and which has
not, for the avoidance of doubt, been capitalised and added to the outstanding principal
amount of the Notes) and which has not otherwise been serviced as a result of a dividend,
distribution or payment made under paragraph (B) above and building up a cash pay interest
reserve provided that:

(1)

)

any such dividend, distribution or payment can only be made from Designated
Excess Cashflow (as defined below) on that Quarter Date in accordance with the
provisions below; and

32 days prior to the Quarter Date upon which the proposed payment, dividend or
distribution is to be made (such date being the “Confirmation Date”), Preem provides
to the Facility Agent a Permitted Payment Certificate signed by the Chief Executive
Officer of Preem or any other duly authorised signatory:

(i)

confirming the amount of the payment proposed to be made pursuant to this
paragraph (E) on the immediately following Quarter Date provided that such
amount shall not exceed the maximum amount permitted to be paid pursuant
to paragraph (1) below; and
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(i) certifying that no Default has occurred and is continuing on the
Confirmation Date or would arise as a result of the dividend, distribution or
payment were it to be made on the Confirmation Date.

For the purposes of paragraph (E) above, “Designated Excess Cashflow” means all or any part
of any Surplus Excess Cashflow which is not paid to CPH on a particular Quarter Date (being
the “Relevant Quarter Date”) in accordance with paragraphs (B) or (C) above (but would have
been permitted at that time to be paid by way of dividend, distribution or payment to CPH in
accordance with the conditions set out in paragraphs (B)(1) and (B)(2) above other than by
virtue of the amount being in excess of the amount required for the relevant interest payment
under the Notes) which Preem has designated in the applicable Permitted Payment Certificate
delivered 32 days prior to the Relevant Quarter Date as Designated Excess Cashflow provided
that:

Q) the amount of any Surplus Excess Cashflow which constitutes Designated Excess
Cashflow shall not exceed an amount which would result in the aggregate amount
standing to the credit of the Interest Reserve Account (following receipt of such
amount into the Interest Reserve Account and including any Overfunding Amount
(being the excess proceeds of the offering of the 2021 Notes) (not already applied in
accordance with the A&R Credit Facility)) on the Relevant Quarter Date exceeding
an amount equal to the aggregate amount of interest payable by CPH in respect of the
Notes (pursuant to the terms of the Notes on the Effective Date) during the twelve
months falling after (and excluding) the Relevant Quarter Date;

2 on the applicable Relevant Quarter Date, Preem shall pay the Designated Excess
Cashflow into an account held by CPH with the Facility Agent or an Affiliate of the
Facility Agent (the “Interest Reserve Account”) and the Designated Excess Cashflow
shall be held in that account at all times prior to its application in accordance with
this paragraph; and

3) Preem shall procure that (i) all Designated Excess Cashflow which is paid into the
Interest Reserve Account is applied by CPH for the purposes of servicing cash pay
interest accrued and payable under the Notes and not for any other purpose
(notwithstanding the foregoing, any Overfunding Amount which is held in the
Interest Reserve Account shall be applied by CPH in accordance with the A&R
Credit Facility) and (ii) prior to CPH withdrawing any amounts from the Interest
Reserve Account, CPH confirms to the Facility Agent in writing that all such
withdrawn amounts shall be immediately applied for the purposes permitted under
this paragraph.

Certain Definitions

The following descriptions summarize key definitions that will be used when calculating “Permitted
Payments” under the A&R Credit Facility:

“Excess Cashflow” means:

(A)

for any calculations made by reference to the financial year of Preem ending on December 31,
2015, Cashflow from Operating Activities (as defined below) for that financial year:

1) less the aggregate amount of all capital expenditure spent by Preem in that financial
year which is permitted to be incurred under the A&R Credit Facility agreement (as
described in “—Certain General Covenants” above);

2 less any scheduled amortisations and mandatory and voluntary prepayments made in
respect of the term loans under the A&R Credit Facility; and
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3) less the aggregate amount of any dividends, distributions or payments made by
Preem pursuant to paragraph (B) of the definition of “Permitted Payments” (the
payment of which has been calculated by reference to the financial year ending
December 31, 2015) and the amount of any Surplus Excess Cashflow which becomes
Designated Excess Cashflow,

in each case, during that financial year; and

(B) for any Measurement Period (as defined below) ending on March 31 or September 30
commencing with the Measurement Period ending on March 31, 2017, Cashflow from
Operating Activities (as defined below) for that Measurement Period:

1) less an amount equal to the higher of (i) the Capex Threshold Amount for that
Measurement Period and (ii) the aggregate amount of all Capital Expenditure spent
by Preem in that Measurement Period which is permitted to be incurred under the
A&R Credit Facility agreement (or such other amount as is otherwise agreed by the
majority Lenders);

@) less any scheduled amortisations and mandatory and voluntary prepayments made in
respect of the term loans under the A&R Credit Facility; and

3) less the aggregate amount of any dividends, distributions or payments made by
Preem pursuant to paragraphs (B) or (C) of the definition of “Permitted Payments”
and the amount of any Surplus Excess Cashflow which becomes Designated Excess
Cashflow,

in each case, during that Measurement Period.
“Capex Threshold Amount” means:

(A) subject to paragraph (B) below, in respect of each Measurement Period ending on a
Quarter Date falling on March 31 and September 30 in each financial year following
the financial year ending December 31, 2015, an amount equal to 75 per cent of the
amount of Maintenance Capital Expenditure budgeted to be incurred by the Preem
group during that Measurement Period, as such amounts are amended from time to
time with the consent of the facility agent (acting on the instructions of the majority
Lenders);

(B) not more than once during the life of the A&R Credit Facility, Preem may elect that
Maintenance Capital Expenditure in an amount not exceeding SEK 50,000,000 (the
“Re-Allocated Capex™) which is budgeted to be spent in one Measurement Period
(the “Decrease Measurement Period”) is allocated to either the Measurement Period
falling immediately prior to or immediately after that Decrease Measurement Period
(such Measurement Period being the “Increase Measurement Period”). If Preem
makes such an election then:

Q) the Capex Threshold Amount in respect of the Decrease Measurement
Period shall be decreased by an amount equal to the amount of the
Re-Allocated Capex; and

2 the Capex Threshold Amount in respect of the Increase Measurement Period
shall be increased by an amount equal to the amount of the Re-Allocated
Capex.

“Cashflow from Operating Activities” means in respect of any period, cash flows of the Group from

operating activities for that period calculated in accordance with International Accounting Standard 7 (“IAS 7”)
(Statement of Cash Flows), provided that such provision is at all times interpreted and applied in accordance
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with Schedule 15 (Calculation of Cashflow From Operating Activities) and clause 23.2(E) (Form of financial
statements) of the A&R Credit Facility.

“Maintenance Capital Expenditure” means the capital expenditure made by the Preem group
(including, for the avoidance of doubt, the capital expenditure made by the Preem group in respect of
turnarounds) which is necessary to ensure the existing volumes, quality and profitability of the Preem group's
output are maintained in line with current levels.

“Measurement Period” means each period of twelve months ending on a Quarter Date.

“Minimum Liquidity” means at any time, the aggregate amount of consolidated cash and cash
equivalents and the amount available to Preem for drawing under the revolving facilities that are subject to
borrowing base limits in aggregate at that time, being the available and undrawn amounts of the revolving
facilities that are subject to borrowing base limits that could be utilized without breaching any borrowing
limitations or any other term of the A&R Credit Facility agreement.

“Quarter Date” means, as appropriate, March 31, June 30, September 30 and December 31.
Borrowing Base

There are two revolving loan and letter of credit facilities in the A&R Credit Facility that are subject to
borrowing base limits. The first borrowing base limit is based on the value of the inventory of Preem. The
second borrowing base limit is based on the value of trade receivables of Preem.

The principal amount of the first borrowing base facility is limited to the lower of (1) $1,542,000,000
and (2) an amount equal to the aggregate of:

(A) 50% of the fair market value of goods in transit outside of Sweden, being oil that is being
shipped to Preem and (1) in respect of which a transit documentary letter of credit has been
issued, (2) in respect of which insurance is in place and (3) in respect of any long distance
transit, security interests over the relevant bills of lading have been granted to the Credit
Facility Security Agent;

(B) 85% of the fair market value of inventory in refineries, being crude oil and refined oil and/or
other petroleum products which are owned by (i) Preem or (ii) Preem Aktiebolag NUF (a
branch of Preem) and Preem Norge AS (a subsidiary of Preem) (Preem Aktiebolag NUF and
Preem Norge AS together, the "Norwegian Entities") from time to time and which are stored
at a specified port in Sweden (if owned by Preem) or Norway (if owned by one of the
Norwegian Entities) (or in a vessels anchored at a specified port for the purpose of offloading
goods that will constitute eligible long distance imported goods in transit (as described in the
A&R Credit Facility)) and in respect of which security interests have been granted in favour
of the Credit Facility Security Agent, excluding (x) in each case any products which are
subject to attachment, sequestration, distress execution or analogous events, and (y) in the case
of products owned by one of the Norwegian Entities, any products which have been purchased
by such Norwegian Entity from the owner or operator of the storage facility in which the
inventory was located immediately prior to, and has remained from the date of, the purchase;

© 85% of the fair market value of goods in transit within Sweden or Norway, being crude oil and
refined oil and/or other petroleum products which are owned by Preem (in relation to goods in
transit with Sweden) or one of the Norwegian Entities (in relation to goods in transit in
Norway) and which are subject to security interests in favour of the Credit Facility Security
Agent;

(D) 75% of the fair market value of non-invoiced trade receivables, being outstanding receivables
in respect of goods and services supplied by Preem or one of the Norwegian Entities in the
ordinary course of its business which have not been invoiced but (1) would, upon being
invoiced, be trade receivables eligible for the purposes of the second borrowing base facility
limit, (2) in respect of which security interests have been granted in favour of the Credit
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Facility Security Agent, (3) are owed by customers in Sweden, Norway or in a jurisdiction in
respect of which a legal opinion has been delivered to the facility agent confirming that
receivables owed by a customer in that jurisdiction are subject to valid security interests and
(4) are to be invoiced within 36 days from the date on which the receivable arises; and

(E) 85% of the fair market value of all crude oil and oil and/or other petroleum products which are
owned by Preem or one of the Norwegian Entities from time to time and which are located in
terminals located in Sweden (in the case of Preem) or Norway (in the case of the Norwegian
Entities) and which are subject to security interests in favour of the Credit Facility Security
Agent, excluding in the case of any products owned by one of the Norwegian Entities, any
product which have been purchased by the Norwegian entity from the owner or operator of the
storage facility in which the inventory was located immediately prior to, and has remained
from the date of, the purchase.

The principal amount of the second borrowing base facility is limited to the lower of
(1) $1,542,000,000 and (2) an amount equal to 95% of the aggregate book value of outstanding receivables in
respect of goods and services supplied by Preem in the ordinary course of its business which have been invoiced
(denominated in euro, dollars and Swedish Kronor) subject to certain conditions as set out in the A&R Credit
Facility.

Requirement to Prepay A&R Credit Facility

In addition to mandatory prepayment upon a change of control, sale of assets, receipt of insurance
proceeds or illegality, which are typical provisions in an agreement of this nature, subject to maintaining
Minimum Liquidity of $200 million (after making the payment) and for so long as amounts remain outstanding
under the term loan facility, Preem must prepay the remaining portion of the term loan under the A&R Credit
Facility with an agreed percentage of its excess cash dependent on the amount of previous mandatory
prepayments and the amount then outstanding under the term loan facility. Preem is also required to prepay
credits under the A&R Credit Facility, in order to remedy any breach of certain borrowing base limitations.

Events of Default

The A&R Credit Facility contains various standard events of default (subject to customary materiality
thresholds and in certain cases, remedy periods), including, without limitation, for non-payment, for any breach
of the financial or other covenants, misrepresentation, nationalization, material litigation, cross default to other
indebtedness and any amendments to the 2021 Notes such that they would fail to comply with certain agreed
parameters.

Security

The A&R Credit Facility is secured by the security package which secured the 2011 Credit Facility,
including:

(M a pledge granted by CPH in respect of the shares in Preem;

(i) two English law pledges in respect of Preem's receivables arising from contracts governed by
English law, the first having been entered into in 2011 and the second having been entered
into in 2017;

(iii) a pledge in respect of Preem's receivables arising from goods and services supplied by Preem
in the ordinary course of its business;

(iv) a mortgage agreement pursuant to which Preem grants a business mortgage (Sw:
foretagshypotek) over Preem's business, evidenced by first ranking mortgage certificates (Sw:
foretagsinteckningar) in an amount of SEK 8,000,000,000;

(v) a mortgage agreement pursuant to which Preem grants a real estate mortgage
(Sw: fastighetspant) over the real estate properties on which Preem's refinery premises in
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Gothenburg are located, evidenced by first ranking mortgage certificates (Sw: pantbrev) in the
properties Goteborg Syrhala 2:1 and 2:2 in an aggregate amount of SEK 1,000,000,000;

(vi) a mortgage agreement pursuant to which Preem grants a real estate mortgage
(Sw: fastighetspant) over the real estate properties on which Preem's refinery premises in
Lysekil are located, evidenced by first ranking mortgage certificates (Sw: pantbrev) in the
property Lysekil Sjébol 2:5 in an amount of SEK 3,000,000,000;

(vii) a pledge or assignment of Preem's insurance proceeds;
(viii)  apledge in respect of Preem's bills of lading;

(ix) a Norwegian law governed security agreement pursuant to which Preem Aktiebolag NUF
grants a floating charge over its trade receivables and its inventory and a pledge over any
monetary claims against operators/owners of any storage tanks which Preem Aktiebolag NUF
has stored refined oil or other oil products as a result of such operators/owners disposing of
the stored oil products in breach of the storage agreement with Preem Aktiebolag NUF (such
security over monetary claims only to be perfected on the occurrence of such breach of the
storage agreement);

(x) a Norwegian law governed security agreement pursuant to which Preem Norge AS grants a
floating charge over its trade receivables and its inventory and a pledge over any monetary
claims against operators/owners of any storage tanks which Preem Norge AS has stored
refined oil or other oil products as a result of such operators/owners disposing of the stored oil
products in breach of the storage agreement with Preem Norge AS (such security over
monetary claims only to be perfected on the occurrence of such breach of the storage
agreement); and

(xi) such other security in respect of the Preem group as agreed between Preem and the facility
agent.

Intercreditor Agreement

In connection with the A&R Credit Facility and the issue of the 2021 Notes and to establish the relative
rights of the Trustee, the Security Agent, the facility agent and the security agent under the A&R Credit Facility
(the “Credit Facility Security Agent”) and certain hedge counterparties that entered into hedging arrangements
with Preem (the “Hedge Counterparties”), an amendment and restatement of the Intercreditor Agreement
became effective on the issue date of the 2021 Notes between, amongst others, CPH, Preem, the Credit Facility
Security Agent, the Trustee, the Security Agent, the Lenders and the Hedge Counterparties.

The Intercreditor Agreement was originally entered into in connection with the transactions that
established the precursors to the A&R Credit Facility and the 2021 Notes. It primarily regulates the rights
between Preem, the Credit Facility Security Agent, the Lenders and the Hedge Counterparties, however certain
limited provisions are also relevant to the Trustee and the Security Agent and, therefore, the holders of the 2021
Notes. Except as set out below, the amended and restated Intercreditor Agreement does not otherwise contain
any additional obligations or restrictions on the Trustee or the Security Agent or on their rights with respect to
the pledge over the shares in CPH.

Pursuant to the terms of the amended and restated Intercreditor Agreement, the Security Agent will not
be permitted to enforce the pledge over the shares in CPH unless (i) the Security Agent has delivered a notice to
the Credit Facility Security Agent that an event of default has occurred and is continuing pursuant to the terms
of the 2021 Indenture and that a Notes Standstill Period has commenced in respect of that event of default and
(ii) a period (the “Notes Standstill Period”) of not less than 30 days has elapsed from the date that notice was
delivered.

The amended and restated Intercreditor Agreement further provides that the Credit Facility Security

Agent is not permitted to enforce the pledge over the shares in Preem (the “Preem Share Pledge”) unless (i) the
Credit Facility Security Agent has delivered a notice to the Trustee and the Security Agent (with a copy to be
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provided to Preem) that an event of default has occurred and is continuing pursuant to the terms of the A&R
Credit Facility and that a A&R Credit Facility Standstill Period has commenced in respect of that event of
default, and (ii) a period (the “A&R Credit Facility Standstill Period”) of not less than 30 days has elapsed from
the date such notice was delivered.

Enforcement of the Preem Share Pledge will also be subject to certain other conditions, including that
the consideration received by the Credit Facility Security Agent for the shares in Preem must be wholly in cash
and either:

(M in connection with such sale, the Credit Facility Security Agent has delivered to CPH and the
Trustee a copy of an opinion from an independent, internationally recognized investment bank
or a reputable international third party professional firm which is regularly engaged in
providing opinions of this sort that the disposal price is fair from a financial point of view
after taking into account all relevant circumstances; or

(i) the sale is conducted via a public auction process where reasonable notice of the time and
place of such auction has been published and where a reasonable level of information has been
made available to potential bidders; or

(iii) the sale is conducted via a private auction process run by an independent, international
investment bank using bidding procedures which are designed to facilitate a comprehensive
and competitive sales process (provided that this shall not require the Credit Facility Security
Agent to breach mandatory provisions of Swedish law) and where the Trustee or its nominee
is provided reasonable access to information regarding the details and status from time to time
of such process.

In connection with (i) above, the Credit Facility Security Agent shall seek the consent of the provider
of the relevant opinion to making that opinion available to CPH on a reliance basis, but shall be under no
obligation (a) to procure that such consent is obtained or reliance is provided; (b) to offer any compensation or
incur any other obligation to secure such consent or (c) to approach multiple potential opinion-providers to
enable an opinion to be provided which may be relied on by CPH.

The Credit Facility Security Agent also acknowledges within the Intercreditor Agreement that it has
received a copy of the undertaking to be provided by Moroncha Holdings on May 9, 2016 for the benefit of the
Trustee and the Holders of Notes, whereby Moroncha Holdings undertakes that it will not, and that it will cause
CPH and its restricted subsidiaries not to, participate (directly or indirectly) in (x) a Substantial Disposition or
(y) a direct or indirect transfer, issuance or other disposition by Moroncha Holdings of the Capital Stock of the
Company resulting (in the case of this clause (y)) from an enforcement of the Share Pledge pursuant to which
the Parent, CPH or any affiliate of the Parent or CPH is a purchaser (directly or indirectly) unless, in either case
described in (x) and (y) above, the terms of such Substantial Disposition provide for the repayment in full of the
Notes, or the issuance of a notice of redemption for all of the Notes in accordance with the optional redemption
provisions of the Indenture, and the payment of any accrued but unpaid interest thereon and additional amounts,
if any, within two Business Days following the receipt of Net Available Cash from such Substantial Disposition
and the cash required to fund such redemption is delivered to the Paying Agent within one Business Day after
closing such Substantial Disposition. No amendment or waiver of the standstill provisions in the Intercreditor
Agreement, or the provision in relation to the accession of a new Trustee or new Security Agent, may be made
without the consent of the Trustee or the Security Agent (and the Facility Agent, senior lenders, Hedge
Counterparties and Credit Facility Security Agent). Notwithstanding anything to the contrary provided
elsewhere herein, for any other amendment or waiver to the Intercreditor Agreement, the consent of the Trustee
or the Security Agent, or the holders of the 2021 Notes, is not required.
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AEL

aromatic

BAT

benzene

bunker fuel

crude tall oil

Dated Brent Crude

diesel

FAME
FCC

fuel oil

gasoline

gross refining margin

heating oil

HPU

HVO Diesel

hydrocracking

hydroskimming

kerosene

liquefied petroleum gas

MHC

CERTAIN INDUSTRY TERMS

Associated Emission Levels

Hydrocarbon compounds produced in the distillation process, the content of
which in refined products is often regulated by applicable environmental laws.

Best Available Technique

An aromatic compound, the presence of which in refined products is often
regulated by applicable environmental laws.

Fuel oil used as transportation fuel for ships.

A by-product from the pulp and paper industry, which is usually used as a
chemical feedstock and which is planned for use in diesel production.

A cargo of North Sea Brent blend crude oil that has been assigned a date when
it will be loaded onto a tanker. In this Annual Report, references to the price of
Dated Brent Crude are derived from data provided by Platts, a division of
McGraw Hill Financial Inc.

A refined product from the middle range of the distillation process, used
primarily as a fuel source for vehicles.

Fatty Acid Methyl Esters, usually obtained from vegetable/seed oils.

Fluid catalytic cracker unit: a refinery unit that uses a chemical process by
means of a catalyst to create new, smaller molecules from larger molecules to
make gasoline and distillate fuels.

A refined product from the lower range of the distillation process, used
primarily by industrial customers, like electric utilities, for steam and power
generation.

A refined product from the middle range of the distillation process, used
primarily as a fuel for vehicles.

The difference between the sales revenue received from the sale of refined
products produced by a refinery and the cost of crude oil and (where relevant)
other immediate feedstocks processed by it. See “Management's Discussion
and Analysis of Financial Condition and Results of Operations” for further
discussion.

A refined product from the lower range of the distillation process, used as a
heating fuel or a fuel for combustion engines in industrial, residential,
agricultural and commercial sectors.

Hydrogen production unit: a refinery unit that produces hydrogen for use in
other refinery processes.

Production of diesel from renewable sources (e.g. tall oil based hydrotreated
vegetable oil diesel).

Sophisticated refinery process that converts residual products into lighter
hydrocarbons under conditions of high temperature and pressure.

A basic refining process with some limited ability to produce gasoline.

A refined product from the middle range of the distillation process, used either
as a fuel for aviation turbines (jet engines) or as a heating fuel in smaller
residential, agricultural or commercial sectors.

Liquefied petroleum gas (butane and propane or a mixture of both) used as a
fuel for heating, cooking and lighting.

Mild hydrocracker unit: a refinery unit that desulfurizes vacuum gasoil and
converts it into lighter products and feedstock for the hydrocracker.
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MK1
naphtha

Nelson Complexity Index

net cash margin

Net margin

OPEC

refining margin

SAMIR
VDU

VGO

VLCCs

Swedish Environmental Class 1 (Miljéklass) diesel.

A refined product from the higher range of the distillation process, used as a
solvent and as an additive for the manufacture of ethylene and other
petrochemicals.

A measure of the secondary conversion capacity of a petroleum refinery
relative to the primary distillation capacity.

Refining margin less the refinery's fixed operating costs, excluding
depreciation and other non-cash costs. See “Management's Discussion and
Analysis of Financial Condition and Results of Operations” for further
discussion.

Net cash margin less depreciation. See “Management's Discussion and
Analysis of Financial Condition and Results of Operations” for further
discussion.

Refers to Organization of the Petroleum Exporting Countries, a perpetual,
intergovernmental organization.

Gross refining margin less variable refining costs, which consist of volume
related costs, such as the cost of energy. See “Management's Discussion and
Analysis of Financial Condition and Results of Operations” for further
discussion.

Refers to the Société Anonyme Marocaine de I'Industrie du Raffinage.

Vacuum distillation unit: a secondary processing unit consisting of vacuum
distillation columns. Vacuum distillation helps to produce products out of the
heavier oils left over from atmospheric distillation.

Vacuum gasoil: an intermediate refining feedstock which is upgraded by
further processing for end-user consumption.

Very large crude carriers.

In the petroleum refining industry, crude oil and refined product amounts are generally stated in cubic
meters (“m3”) or barrels, each of which is a unit of volume, or in metric tonnes (“tons”), a unit of weight,
depending on the product and the reason for which the amount is being measured. These volumes may be
expressed in terms of barrels. A barrel (“bbl”) contains 42 U.S. gallons. We have converted cubic meters to
barrels at the rate of 1 cubic meter=6.2898 barrels.
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Translation from the Swedish original

AUCITOrS Repo

To the general meeting of the shareholders of Corral Petroleum Holdings AB, corp. id 556726-8569

Report on the annual accounts and consolidated accounts

Opinions
We have audited the annual accounts and consolidated accounts of Corral Petroleum Holdings AB for the year 2018. The annual accounts
and consolidated accounts of the company are included on pages F4-F49 in this document.

In our opinion, the annual accounts have been prepared in accordance with the Annual Accounts Act, and present fairly, in all material
respects, the financial position of the parent company as of 31 December 2018 and its financial performance and cash flow for the year then
ended in accordance with the Annual Accounts Act. The consolidated accounts have been prepared in accordance with the Annual Accounts
Act and present fairly, in all material respects, the financial position of the group as of 31 December 2018 and their financial performance and
cash flow for the year then ended in accordance with International Financial Reporting Standards (IFRS), as adopted by the EU, and the
Annual Accounts Act. The statutory administration report is consistent with the other parts of the annual accounts and consolidated accounts.

We therefore recommend that the general meeting of shareholders adopts the income statement and balance sheet for the parent company
and the group.

Our opinions in this report on the the annual accounts and consolidated accounts are consistent with the content of the additional report that
has been submitted to the parent company's Board of directors in accordance with the Audit Regulation (537/2014) Article 11.

Basis for Opinions

We conducted our audit in accordance with International Standards on Auditing (ISA) and generally accepted auditing standards in Sweden.
Our responsibilities under those standards are further described in the Auditor's Responsibilities section. We are independent of the parent

company and the group in accordance with professional ethics for accountants in Sweden and have otherwise fulfilled our ethical
responsibilities in accordance with these requirements.This includes that, based on the best of our knowledge and belief, no prohibited
services referred to in the Audit Regulation (537/2014) Article 5.1 have been provided to the audited company or, where applicable, its parent

company or its controlled companies within the EU.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors and the Managing Director

The Board of Directors and the Managing Director are responsible
for the preparation of the annual accounts and consolidated accounts
and that they give a fair presentation in accordance with the Annual
Accounts Act and, concerning the consolidated accounts, in
accordance with IFRS as adopted by the EU. The Board of Directors
and the Managing Director are also responsible for such internal
control as they determine is necessary to enable the preparation of
annual accounts and consolidated accounts that are free from
material misstatement, whether due to fraud or error.

In preparing the annual accounts and consolidated accounts The
Board of Directors and the Managing Director are responsible for the
assessment of the company’s and the group's ability to continue as a
going concern. They disclose, as applicable, matters related to going
concern and using the going concern basis of accounting. The going
concern basis of accounting is however not applied if the Board of
Directors and the Managing Director intend to liquidate the company,
to cease operations, or has no realistic alternative but to do so.

Auditor’s responsibility

Our objectives are to obtain reasonable assurance about whether the
annual accounts and consolidated accounts as a whole are free from
material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinions. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs and generally accepted auditing
standards in Sweden will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users
taken on the basis of these annual accounts and consolidated
accounts.

As part of an audit in accordance with ISAs, we exercise professional
judgment and maintain professional scepticism throughout the audit.
We also:

— Identify and assess the risks of material misstatement of the
annual accounts and consolidated accounts, whether due to
fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinions. The risk of not
detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the
override of internal control.

Auditor's report Corral Petroleum Holdings AB, corp. id 556726-8569, 2018
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— Obtain an understanding of the company’s internal control
relevant to our audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company’s
internal control.

— Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by the Board of Directors and the Managing
Director.

—— Conclude on the appropriateness of the Board of Directors’ and
the Managing Director's, use of the going concern basis of
accounting in preparing the annual accounts and consolidated
accounts. We also draw a conclusion, based on the audit
evidence obtained, as to whether any material uncertainty exists
related to events or conditions that may cast significant doubt
on the company’s and the group's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’s report to the
related disclosures in the annual accounts and consolidated
accounts or, if such disclosures are inadequate, to modify our
opinion about the annual accounts and consolidated accounts.
Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or
conditions may cause a company and a group to cease to
continue as a going concern.
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— Evaluate the overall presentation, structure and content of the
annual accounts and consolidated accounts, including the
disclosures, and whether the annual accounts and consolidated
accounts represent the underlying transactions and events in a
manner that achieves fair presentation.

—— Obtain sufficient and appropriate audit evidence regarding the
financial information of the entities or business activities within
the group to express an opinion on the consolidated accounts.
We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible
for our opinions.

We must inform the Board of Directors of, among other matters, the
planned scope and timing of the audit. We must also inform of
significant audit findings during our audit, including any significant
deficiencies in internal control that we identified.

Report on other legal and regulatory requirements

Translation from the Swedish original

We must also provide the Board of Directors with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we
determine those matters that were of most significance in the audit of
the annual accounts and consolidated accounts, including the most
important assessed risks for material misstatement, and are
therefore the key audit matters. We describe these matters in the
auditor’s report unless law or regulation precludes disclosure about
the matter.

Opinions

In addition to our audit of the annual accounts and consolidated accounts, we have also audited the administration of the Board of Directors
and the Managing Director of Corral Petroleum Holdings AB for the year 2018 and the proposed appropriations of the company's profit or loss.

We recommend to the general meeting of shareholders that the profit be appropriated in accordance with the proposal in the statutory
administration report and that the members of the Board of Directors and the Managing Director be discharged from liability for the financial

year.

Basis for Opinions

We conducted the audit in accordance with generally accepted auditing standards in Sweden. Our responsibilities under those standards are
further described in the Auditor’'s Responsibilities section. We are independent of the parent company and the group in accordance with
professional ethics for accountants in Sweden and have otherwise fulfilled our ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors and the Managing Director

The Board of Directors is responsible for the proposal for
appropriations of the company’s profit or loss. At the proposal of a
dividend, this includes an assessment of whether the dividend is
justifiable considering the requirements which the company's and the
group's type of operations, size and risks place on the size of the
parent company's and the group’s equity, consolidation
requirements, liquidity and position in general.

The Board of Directors is responsible for the company’s organization
and the administration of the company’s affairs. This includes among
other things continuous assessment of the company’s and the
group's financial situation and ensuring that the company's
organization is designed so that the accounting, management of
assets and the company’s financial affairs otherwise are controlled in
a reassuring manner.

The Managing Director shall manage the ongoing administration
according to the Board of Directors' guidelines and instructions and
among other matters take measures that are necessary to fulfill the
company's accounting in accordance with law and handle the
management of assets in a reassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and thereby
our opinion about discharge from liability, is to obtain audit evidence
to assess with a reasonable degree of assurance whether any
member of the Board of Directors or the Managing Director in any
material respect:

— has undertaken any action or been guilty of any omission which
can give rise to liability to the company, or

— in any other way has acted in contravention of the Companies
Act, the Annual Accounts Act or the Articles of Association.

Our objective concerning the audit of the proposed appropriations of
the company’s profit or loss, and thereby our opinion about this, is to
assess with reasonable degree of assurance whether the proposal is
in accordance with the Companies Act.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with generally
accepted auditing standards in Sweden will always detect actions or
omissions that can give rise to liability to the company, or that the
proposed appropriations of the company’s profit or loss are not in
accordance with the Companies Act.

As part of an audit in accordance with generally accepted auditing
standards in Sweden, we exercise professional judgment and
maintain professional scepticism throughout the audit. The
examination of the administration and the proposed appropriations of
the company’s profit or loss is based primarily on the audit of the
accounts. Additional audit procedures performed are based on our
professional judgment with starting point in risk and materiality. This
means that we focus the examination on such actions, areas and
relationships that are material for the operations and where
deviations and violations would have particular importance for the
company'’s situation. We examine and test decisions undertaken,
support for decisions, actions taken and other circumstances that are
relevant to our opinion concerning discharge from liability. As a basis
for our opinion on the Board of Directors’ proposed appropriations of
the company'’s profit or loss we examined whether the proposal is in
accordance with the Companies Act.

KPMG AB, Box 382, 101 27, Stockholm, was appointed auditor of Corral Petroleum Holdings AB by the general meeting of the shareholders
on the 20 April, 2018. KPMG AB or auditors operating at KPMG AB have been the company's auditor since 2007.

Auditor's report Corral Petroleum Holdings AB, corp. id 5567326-8569, 2018
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Translation from the Swedish original

Stockholm 2019-04-25

KPMG AB

Héakan Olsson Reising
Authorized Public Accountant
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CORRAL PETROLEUM HOLDINGS AB (publ)

CONSOLIDATED INCOME STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

(Amounts in SEK million)

Year ended Year ended
December 31, December 31,
Notes 2018 2017
INEE SALES vt e e 103,641 78,581
EXCISE dULIES™ ..ottt (11,087) (9,829)
SAleS FEVEIUE...........ovvviiiiiiiiiiieieecee e 4 and 14 92,553 68,752
Cost 0f 200dS SOIA ....c.vevvirieriieiiiiciire e 8,10 and 14 (88,529) (63,440)
Gross Profit/(10SS) ........cocvvevieeiiieniiiieeie e 5 4,024 5,312
SelliNg EXPENSES ..ouvveevrieirieriiieriieeiieereeeteesreeereesbeeeseesseesnseens 10 913) (866)
AdMINISrative EXPENSES.....veeevrerrrreerierieeereenreenreesseesseessseesnnes 10 (1,122) (864)
Other operating iNCOME ........cceevuerueririnereeieierene e 11 443 465
Operating profit/(10Ss)...........ccceeeviiiniienieeiieee e 6-10,33 2,432 4,047
Financial inCOME .......cccovuiriiiiinieiiiecece e 11 401
Financial @XPenses........cccecvevierirerineneeienieienenene e (2,436) (1,522)
Net financial items .......................coooiiiiiii e, 12 and 14 (2,424) (1,121)
Profit/loss before income tax ................ccocoeiieiiiieinciie e 8 2,926
Income tax (expense) benefit..........coceverereeienienenenenenceeeeenes 13 105 (659)
Net profit/(loss) for the year ...............cccoeevvriieniiiniieniieeeene, 113 2,267
Net profit/(loss) attributable to:
Parent Company’s shareholder..........cccceceeveevininincncnennceniennene. 113 2,267
NOonN-controlling iNLETESt.........evrvrerieerirerieerieerre e e esiveeniee s 0 0
113 2,267

* Excise duties refer to energy tax, carbon dioxide tax, sulfur tax and alcohol tax.

The accompanying notes form an integral part of these Consolidated Financial Statements.
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CORRAL PETROLEUM HOLDINGS AB (publ)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amounts in SEK million)

Year ended Year ended
December 31, December 31,
Notes 2018 2017
Net profit/(loss) for the year 113 2,267
Other comprehensive income (loss)
Items that may be reclassified to the income statement:
Translation difference 1) 1)
Items that will not be reclassified to the income statement:
Actuarial gains/(losses) on defined benefit pension plans...........c.cceeeveernnennnee. 23 (47) 2)
Income tax related to items that will not be reclassified.........c.ccccevverieniennen. 10 0
Changed taX TALE ....c..eeueeieieiertintereetteeet ettt sttt ettt et e 1 —
Other comprehensive income (loss), net after tax 37) A3)
Total comprehensive profit/(loss) 76 2,264
Total comprehensive profit/loss attributable to:
Parent Company’s shareholder...........ccocveeiiieiiiieiiieiiieeiieceecee e 76 2,264
Non-controlling INEETESE.......cc.evviriirireriieieientertene ettt 0 0
76 2,264

The accompanying notes form an integral part of these Consolidated Financial Statements.
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CORRAL PETROLEUM HOLDINGS AB (publ)

CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2018 AND 2017

(Amounts in SEK million)

As of December 31,

Notes 2018 2017
Assets
Non-current assets
Intangible assets
(6o ToT A4 USSP 15 308 308
CONSLIUCTION 1N PIOZTESS ....euveevreneenreiertenterieeitetetentesteeteeseestetestensesreesesaeessensensenseneens 15 779 521
Other INtangIbIE ASSELS.....ccuviivieeriieiiieeiieeteeette e eee e eeee et e e ebeeeaeeebaeeaeeenees 15 129 153

1,215 981

Property, Plant and Equipment
Land and DUILAINGS ....c.eevveeiiieiieieeeee e e 16 and 30 1,613 1,366
Plant and MAChINETY .....cc.eeviieiiiiieieee e 16 5,200 5,313
Capitalized turnaround COSES ......c.uevruieerierriieeriieeieeereeeireerieeeteeesteesteeesaeeenseeeseesnens 16 439 638
Equipment, tools, fixtures and fittings..........cccceeevireeriririeenie e 16 347 386
CONSLIUCTIONS 1N PIOZTESS ..c.veevremrenrerertinterieeitetetentesteeteeseettetesensesaeesesseessesensensenaens 16 2,974 1,978

10,573 9,681
Financial non-current assets

Participating interests iN ASSOCIALES .....ccvvevrvreerirerrireeiiieeireeieeeireesteesteeesaeeesreeanesnens 17 238 194
Receivables from aSSOCIALES .......cccviiiieiiiieiiiiiiceciiee ettt eive e 33 0 0
Receivables from related Parties.........eecuveiieeerieeiiieerie et 18 and 33 0 0
Other shares and partiCipations..........c.ceeeeeierierienenenereeteterene et 19 and 32 11 26
Other non-current reCeiVabIes ............ooiiiiiiiiiiiicciec et 34 124 91
373 312
TOtal NON-CUITENT ASSELS.......eeiuvieeeereeeeeetreeeeeteeeeeeteeeeeereeeeeteeeeeeareeeeenreeeeeneeeeenrseeeenns 12,161 10,974
Current assets
TOVENTOTIES ... e et e e e et e e e e e ee it aeeeeeeeeenaaaaeeeas 20 10,543 10,691
Trade TECEIVADIES . .....cuvvvveviiie et e et e e e e eaaaeees 21, 30 and 33 4,322 4,674
DOTIVALIVES. ...ttt ettt e e ettt e e e et e e e et e e e eetteeeeetaeeeeeaseeeeeaaeeeeansseeeanes 27 and 32 2 —
Other TECEIVADIES ...t e et e e et e e e e e e eeraaaaeeens 32 1,016 568
Prepaid expenses and accrued INCOME........ccueuirieririnirieieieiene et 701 373
16,585 16,306
Cash and cash eqUIVAIENTS ........cccviiiiiieiiieiiie ettt e aee e 22 and 32 1,423 1,083
TOtAl CUITENT ASSELS ....uvvvveriieeeeeeiiieee e e eeeeee e e eeeeeae e e e e e eet e e e e e e e e eesaaaaeeeeeeseenasaeeeeas 18,008 17,388
TOtAL ASSELS .......viiieiiiie ettt e ettt e e ae e e et e e e tb e e e etbaee e ebaaeeanrbeeeanes 30,169 28,363
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CORRAL PETROLEUM HOLDINGS AB (publ)

CONSOLIDATED BALANCE SHEETS

AS OF DECEMBER 31, 2018 AND 2017 (cont.)

(Amounts in SEK million)

Equity and Liabilities

Equity

Equity attributable to Parent Company’s shareholder

SRare CaPItal .....couervieieriiiiieicteer ettt
Other paid-in CAPILAL.......eoereeiiiiiirerrccte et
Retained loss includes net profit/(1oss) for the year .........cccceevveevieinieenieenieeeene

NON-CONTOIIING INEETESE......cvevirieriieiieieeitetertente ettt sttt sae e e
TOLAL @UILY ..cveeutentetiterteetee ettt ettt sttt et

Liabilities

Non-current lia
Pension obligat
Provision for ta

bilities
§10) 11 JU OO RR RO PR
KBS e autetteeeeeeeeeeaeeeeeee e e e e ——tteeeee e e ———teeeeeaaa———teeeeeeaa——tteeeeesaaaaateeeeenas

OhEr PIOVISIONS ...uviuvititirieeiietetente sttt ettt sttt sttt st eesae b e
Shareholders” 10ANS ........ecvieiiieiieiie et ettt eeeeenaesneens
BOTTOWING . ...etieiiieeiie ittt ettt et et e e st eeteeetteebeesstaeesseesnsaeenseesnsaeensnesnses

Current liabilities

BOTTOWING . ..c.tieiiieeiie ettt ettt ete e et e et e et eeteeesbteebeesntaeesseesnbaeenseesnsaeensnesnnes
Advance payments fTOm CUSLOMETS.........cecvveeriieeriieeriieeiieerieeeieeesieeeieeeaeeeeeeeaneenens
Trade PAYADIES.....ccccuiiiiieeiie e et et e aaeeaees
Liabilities t0 @SSOCIALES ...ccvieivreeiieiiieeiieeieeeitteeieeesteeetreeteeesbaeeaeesbaeeseesnseeesnesnnes

Current tax liab

TIIEIES oot e e et e e e e et e e e e e s

DIETIVALIVES . ...evveeeieee ettt e et e e e e e et e e e e e e s e e s tteeeeesesnnaaaaeeeeesesnnnnaeeees

Other liabilities

Accrued expenses and prepaid INCOME.........eecveeeureereeerireenieeieeereeeieeesieeeeeeesaneenens

TOtal THADIIITIES ... .eeeeviecevieeirie ettt ettt ettt et e et e et e et e eteeesbaeenaeeebaeennneennes
Total equity and labilities .................cccoooiiiiiiiiiiii e

Pledged assets and contingent 1iabilities.........cccceeveerererieerieeieeie e

As of December 31,

Notes 2018 2017
1 1
9236 8,328
(6,259) (6,334)
2,978 1,995
0 0
2,978 1,995
23 159 109
13 592 726
24 244 142
25,32 and 33 1,568 2,218

25,26, 32 and
33 16,017 12,755
18,580 15,949
25,26 and 32 488 903
5 5
32 2,709 3,529
32 and 33 96 89
13 17 —
27 and 32 1 3
28 and 32 1,472 1,413
29 3,823 4,477
8,611 10,419
27,191 26,368
30,169 28,363

30

The accompanying notes form an integral part of these Consolidated Financial Statements.
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CORRAL PETROLEUM HOLDINGS AB (publ)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY GROUP

(Amounts in SEK million)

Attributable to Parent Company’s shareholder

FOR THE YEARS ENDING DECEMBER 31, 2018 AND 2017

Non-
Share Other paid- Translation  Retained controlling Total
capital in capital reserve _profit/loss Total interest equity
Opening equity
01/01/2017......oocoonevne.. 1 7,828 — _8597) (768) 0 (768)
Net Profit for the year........ — — — 2,267 2,267 0 2,267
Other comprehensive loss.. — — @)) 2) 3) — 3)
Total comprehensive
profit — — a1 2,265 2,264 0 2,264
Shareholders
Contribution received .... — 500 — 0 500 — 500
Closing equity
12/31/2017 ..., 1 8,328 @ _(6,333) 1,995 0 1,995
Opening equity
01/01/2018..................... 1 8,328 1 _ (6,333) 1,995 0 1,995
Adjustment according to
IFRS 9 — — — 0 0 — 0
Net Profit for the year........ — — — 113 113 0 113
Other comprehensive loss.. — — @)) (36) 37 — 37
Total comprehensive
profit — — 6} 76 75 0 75
Shareholders
Contribution received .... — 908 — — 908 — 908
Closing equity
12/31/2018..................... 1 9,236 (2) _(6,257) 2,978 0 2,978

Share capital

The company’s share capital totals SEK 500,000. The number of shares is 5,000, all of which are class A shares.
The shares are paid in full and the number of shares is the same at both the beginning and end of the year. The quota

value is SEK 100/share.

Other paid-in capital

Other paid-in capital consists of equity paid in by the shareholder or the ultimate owner of the company. Corral
Petroleum Holdings AB has received conditional shareholder contribution of total SEK 5,058 million (of which SEK 908
million in 2018, 500 million in 2017, SEK 1,600 million in 2016, SEK 1,000 million in 2015 and SEK 1,050 million in
2014) which has been converted from other shareholders loan in USD.

Profit brought forward

Profit brought forward includes accumulated comprehensive income from the Group’s operations.

The accompanying notes form an integral part of these Consolidated Financial Statements.
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CORRAL PETROLEUM HOLDINGS AB (publ)

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

(Amounts in SEK million)

Year Year
ended ended
December 31, December 31,
Notes 2018 2017
Operating activities
Profit/(10SS) DETOTE taX ....ccuviieeiieiiiieiieesite et eee ettt et eetneenaee s 8 2,926
Adjustments for items not included in cash flow ..........ccocvevveiiiiiiiinei. 31 2,469 1,758
2,477 4,684
TaX PaAId/TECEIVEM ..ottt ees (5) 4)
2,472 4,680
Increase (—)/Decrease (+) iN INVENTOTIES. ......ccveerreeerreeriieerireerireeieeeieeeieeeneens (263) (2,232)
Increase (—)/Decrease (+) in operating receivables .........cocceevveeveeereeenieeennennn 60 (885)
Increase (+)/Decrease (—) in operating liabilities ..........ccccecvervenenereniencenennene (1,877) 596
Cash flow from operating activities ................c.ccocoevviiiiiiiiniii i, 392 2,159
Investing activities
Acquisition Of SUDSIAIATIES ......eevvvierieeiieeiie et (26) (123)
Disposal of SUDSIAIATIES ......eevvvieiiiieiieeiieeie ettt e — 103
Capital expenditure of intangible aSsetS .........cceevvveerieerieirieerie e (265) (268)
Capital expenditure of property, plant and equipment ............ccccecererereenennne (1,798) (2,069)
Disposal of property, plant and equipment...........coccoeeerreeienienenenenieneerennens 34 21
Increase in fiNancial @SSELS ........c.eecverieriieriieiieie ettt (54) (36)
Decrease in fInancial @SSES .........covueriirierieiiieiieiesieeeeee et 25 25
Cash flow used in investing activities................cccccoociniiiniiiiniiniieee (2,084) (2,347)
Financing activities
NEW LOANS ...eivieeeiieciieeiee ettt ettt e et e e e e s b e e sabeesabeesabeesabeesssaesaseessseeenes 9,894 6,957
Repayment 0f 10ANS ........coeveeiiriiniinireecct et (7,869) (6,731)
Cash flow from/used in financing activities.....................c.cccon 2,025 226
Cash flow for the year ... 333 38
Opening cash and cash equivalents ............ccceeeveririninieienineneneeeeeeeeene 1,083 1,030
Translation difference in cash and cash equivalents...........cccccceevvveereeenireennnn. 8 15
Closing cash and cash equivalents ....................coccoiiiiniiniiiiee, 22 1,423 1,083

The accompanying notes form an integral part of these Consolidated Financial Statements.
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CORRAL PETROLEUM HOLDINGS AB (publ)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts in SEK million unless otherwise specified)

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES

Corral Petroleum Holdings AB (publ) (the Parent Company), corp. ID no. 556726-8569, domiciled in
Stockholm, Sweden and its subsidiary constitute the largest oil company in Sweden.

The Parent Company is a joint stock company registered in and with its registered office in Sweden. The address
of the head office is c/o Preem AB, Warfvinges vig 45, 112 80 Stockholm, Sweden.

Corral Petroleum Holdings AB (publ) is a wholly-owned subsidiary of Moroncha Holdings Co. Limited
(Cyprus).

On March 13, 2019, the Board of Directors approved this annual report and these consolidated financial
statements for publication and submitted them to the Annual General Meeting for adoption on April 18, 2019

The most important accounting policies applied in preparing these consolidated financial statements are
described below. Unless otherwise specified, these policies have been applied consistently.

Basis on which the statements have been prepared

The consolidated financial statements for the Corral Petroleum Holdings AB Group (Corral) have been prepared
in accordance with the International Financial Reporting Standards (IFRS) as adopted by the EU, apart from IAS 33,
Earnings per Share, since Corral is not listed on a regulated market. In addition RFR 1 “Supplementary Accounting Rules
for Groups,” issued by the Swedish Financial Reporting Board, has been applied. The consolidated financial statements
have been prepared using the cost method, apart from financial assets available for sale and financial assets and liabilities
at fair value through profit or loss.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires that management exercise its judgement in the process of applying the Group’s accounting
policies. For areas that involve a high degree of assessment, which are complex or where assumptions and estimates are
significant to the consolidated financial statements, see Note 3.

The financial statements are presented in Swedish krona (SEK), which is the Parent Company’s functional
currency. Unless otherwise stated, all figures are rounded to the nearest million. Amounts in the Group’s consolidation
system are based on SEK thousands. Due to the rounding of figures in the tables to the nearest SEK million, the total is
not exactly equal to the sum of all components in some cases.

Standards, amendments and interpretations that came into force in 2018

The Group applies IFRS 15 Revenue from Contracts with Customers and IFRS 9 Financial Instruments for the
first time beginning on 1 January 2018. It has not had any significant impact on the Group’s financial statements. No
restatement of comparative information was necessary. Amendments that have come into effect are not expected to have
any significant impact on the Group’s financial statements. Other upcoming amendments that came into effect are not
expected to have any significant impact on the Group’s financial statements.
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IFRS 9 Financial Instruments

IFRS 9 establishes principles for the recognition and measurement of financial assets, financial liabilities and
some contracts for the purchase and sale of non-financial instruments. This standard replaces IAS 39 Financial
Instruments: Recognition and Measurement.

It has not had any significant impact on the Group’s financial statements. Restatement of expected credit losses
according to IFRS 9 reduced profit brought forward by SEK 0.4 million.

Classification and measurement of financial assets and financial liabilities

IFRS 9 contain three principle classification categories for financial assets. Measured at amortised cost, at fair
value through other comprehensive income and at fair value through profit or loss. The classification of financial assets
according to IFRS 9 is generally based on the company’s business model for the management of the financial assets and
the characteristics of the contractual cash flows from the financial asset. IFRS 9 eliminates the earlier IAS 39 categories
of investments held to maturity, loans and receivables, and available-for-sale financial assets. The introduction of IFRS 9
has not had a material impact on the Group’s accounting policies related to financial assets.

IFRS 9 generally retains the existing requirements in IAS 39 for the classification and measurement of financial
liabilities. The introduction of IFRS 9 has not had a material impact on the Group’s accounting policies related to
financial liabilities and derivatives.

The following table explains original measurement categories according to IAS 39 and the new measurement
categories according to IFRS 9 for each class of the Group’s financial assets and liabilities as of January 1,2018. The
effect of the introduction of IFRS 9 on the carrying amounts of the financial assets as of January 1, 2018 relates solely to
the new impairment requirements.

Original classification according to IAS New classification according to IFRS

39 9
Financial assets
Derivatives Fair value through profit or loss Fair value through profit or loss
Other shares and participations' Fair value through profit or loss Mandatory at fair value through profit
or loss
Trade receivables and other receivables 2 Loans and receivables Amortized cost
Cash and cash equivalents Loans and receivables Amortized cost
Finacial liabilities
Derivatives Fair value through profit or loss Fair value through profit or loss
Borrowings Other financial liabilities Other financial liabilities
Trade payables and other liabilities Other financial liabilities Other financial liabilities

(1) According to IAS 39, these securities were identified as financial instruments at fair value through profit or loss since they were managed on
a fair value basis and their development was followed up on this basis. These assets have been classified as mandatory measurement at
fair value through profit or loss according to IFRS 9.

(2) Trade receivables and other receivables that under IAS 39 were classified as loans and receivables are now classified as financial assets
measured at amortized cost. An increase of SEK 0.4 million in the provision for impairment losses for these receivables is recognized
in the opening balance for profit brought forward as of January 1, 2018 at the transition to IFRS 9.



IFRS 15 Revenue from Contracts with Customers

IFRS 15 is a comprehensive standard for determining how much revenue should be recognized and when. It
replaces TAS 18 Revenue, IAS 11 Construction Contracts. According to IFRS 15, revenue is recognized when the
customer takes control over the goods or services. Determining the time for transfer of control, i.e. at a certain point in
time or over time requires assessments.

The Group has reviewed sales contracts in accordance with the five-step model in IFRS 15. The contracts
pertain to specific goods and revenue is recognizes when control is transferred, which happens at a specific time. The
transition has not had any material impact on the Group’s financial statements.

New IFRS and interpretations that have not yet entered into effect

Several new or amended IFRS that will enter into effect during future financial years have not been subject to
early adoption in the preparation of these financial statements. There are no plans for early adoption of new
or amended standards that enter into effect in the future.

Upcoming amendments which are currently estimated to potentially have an impact on the consolidated
financial statements are described below.

IFRS 16 Leases

The Group will apply IFRS 16 Leases as of January 1, 2019. IFRS 16 introduces a uniform lease recognition
model for lessees. A lessee recognizes a right of use (ROU) asset that represents a right to use the underlying asset and a
lease liability that represents an obligation to make lease payments. There are exceptions for short-term leases and the
leasing of assets of a low value. The recognition for lessors is similar to the current standard, i.e. lessors continue to
classify leases as finance or operating leases.

IFRS 16 Leases replaces existing IFRS related to the recognition of leases, such as IAS 17 Leases, IFRIC 4
Determining whether an Arrangement contains a Lease, SIC 15 Incentives in connection with signing operating leases
and SIC 27 Evaluating the Substance of Transactions in the Legal Form of a Lease.

Leases where the Group is the lessee

The Group will recognize new assets and liabilities for leases previously recognized as operating leases for
properties, tankers and other minor assets. The costs for these leases will change since the Group will recognize
amortization for ROU assets and interest expenses for lease liabilities.

Previously, the Group recognized operating lease costs on a straight-line basis over the lease term and
recognized assets (prepaid lease payments) and liabilities (accrued lease payments) only insofar as there was a difference
between actual lease payments and recognized costs.

Based on the information available, the Group estimates that on 1 January 2019 it will recognize a lease liability
of approximately SEK 500 million. The ROU asset will amount to the value of the liability plus the prepaid lease
expenses recognized on 31 December 2018.

The Group does not expect the introduction of IFRS 16 to impact its ability to meet the revised maximal
debt/equity ratio that exists in the loan terms for the Group.

Leases where the Group is the lessor
No material impact is expected for leases where the Group is a lessor.

Transition and exemption rules

The Group will apply the modified retroactive method. This means that the accumulated effect of the IFRS 16
introduction will be recognized in profit brought forward in the opening balance as of 1 January 2019 without the
restatement of comparative figures. The ROU assets attributable to earlier operating leases will be recognized at the
liability’s value on January 1, 2019 with addition for prepaid lease payments recognized on the balance sheet as of
December 31, 2018.
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Leases of low value (assets of a value of less than around SEK 50,000 in new condition) — which is mainly
comprised of tools, computers, printers/ copiers and coffee machines — will not be included in the lease liability, but will
continue to be recognized with straight-line expensing over the lease term. The occurrence of leases with a lease term of
a maximum of 12 months, so-called short-term leases, are not deemed to be material to the Group.

Because the lease payments for low-value leases are included in the disclosures in this annual report regarding
minimum lease payments for operating leases, the aforementioned lease liability increase amounts to a sum below the
present value of these minimum lease payments by around SEK 32 million.

Other new and amended IFRS with future application are not expected to have any material effect on the
company’s financial statements.

Balance sheet classification

Non-current assets and non-current liabilities essentially consist of amounts that are expected to be recovered or
paid after more than 12 months from the balance sheet date.

Current assets and current liabilities essentially consist of amounts that are expected to be recovered or paid
within 12 months of the balance sheet date.

Basis of consolidation and business combinations
Subsidiaries

Subsidiaries are companies (including structured entities) that are under the controlling influence of Corral.
“Controlling influence” means to have a direct or indirect right to formulate a company’s financial and operational
strategies for the purpose of receiving economic benefits. When assessing whether control exists, consideration is given
to potential shares providing entitlement to vote that can be immediately used or converted. Subsidiaries are included in
the consolidated financial statements as from the date on which control was transferred to the Group. They are excluded
from the consolidated financial statements as from the date on which control ceases.

The acquisition method is used to recognize the Group’s acquisition of subsidiaries. The cost comprises the fair
value of assets given as payment, equity instruments issued and liabilities arising or assumed as of the transfer date.
Transaction expenses directly attributable to the acquisition are recorded as an expense as they arise. Identifiable
acquired assets and assumed liabilities and contingent liabilities in a business combination are initially measured at the
fair values on the acquisition date, regardless of the extent of any non-controlling interest.

The surplus that comprises the difference between the cost and the fair value of the Group’s share of identifiable
acquired assets, liabilities and contingent liabilities is recognized as goodwill. When the difference is negative, this is
recognized in the profit/loss for the year.

Internal Group transactions, balance sheet items and unrealized gains on transactions between Group companies,
are eliminated. Unrealized losses are also eliminated, although any losses are viewed as an indication that there is a need
for an impairment of the transferred asset. The accounting policies for subsidiaries have been amended as appropriate to
guarantee a consistent application of the Group’s policies.

Associates

Associates are all companies in which the Group has significant but not controlling influence, which mainly
applies for shareholdings of between 20% and 50% of the votes. As of the date on which the significant influence is
obtained, investments in associates are recognized in the consolidated financial statements in accordance with the equity
method and are measured initially at the cost. The Group’s carrying amount of investments in associates includes
goodwill identified on acquisition, net after any necessary impairment losses.

Any difference on acquisition between the cost of the investment and the investor’s share of the fair value of the

associate’s net identifiable assets, liabilities and contingent liabilities is recognized using the same principles as used on
the acquisition of subsidiaries.
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The Group’s share of the profit /loss in associates arising after the acquisition is recognized in profit/loss for the
year. Accumulated changes after the acquisition are recognized as a change in the carrying amount of the investment.
When the Group’s share in an associate’s losses is equal to or exceeds its investment in the associate, including any
unsecured receivables, the Group does not recognize any additional losses unless the Group has assumed obligations or
made payments on behalf of the associate.

Unrealized gains on transactions between the Group and its associate are eliminated in proportion to the Group’s
investment in the associate. Unrealized losses are also eliminated, unless the transaction constitutes evidence that there is
aneed for an impairment of the transferred asset.

The equity method is applied until the date on which the significant influence ceases.
Joint ventures

Joint ventures, usually conducted in corporate form, are cooperative arrangements where the Group and one or
more partners have a right to all economic benefits related to the venture’s assets. In addition, the Settlement of the
venture’s liabilities is dependent on the parties’ purchases of output from the venture or capital contributions to the
venture. Joint ventures are recognized according to the “proportional consolidation principle”, which means that the
respective party in a joint venture recognizes its share of assets, liabilities, income and expenses.

Segment reporting

An operating segment is a part of the Group that runs operations from which it can generate revenues and incur
costs for which separate financial information is available. An operating segment’s results are monitored by the Group’s
senior executives to evaluate performance and to allocate resources to the operating segment. See Note 4 for more
information on the classification and presentation of segments.

Translation of foreign currency
Transactions and balance sheet items

Transactions in foreign currency are translated into the functional currency at the exchange rates prevailing on
the date of the transaction. Exchange rate gains/losses arising on payment of such transactions and when translating
monetary assets and liabilities in foreign currency at the exchange rate on the balance sheet date are recognized in
profit/loss for the year. Exchange rate changes that arise during the time between invoicing of and payment for products
affect the Group’s gross profit/loss. Other exchange rate changes affect the Group’s net financial items. The Company
does not hedge transactions or investments in foreign currency. Non-monetary assets and liabilities are recognized at the
exchange rates prevailing at the date of the transaction.

Group companies

The financial performance and financial position of all Group companies that have different functional and
reporting currencies are translated into the Group’s presentation currency as follows: assets and liabilities are translated
at the exchange rate on the balance sheet date, revenue and expenses are translated at the average exchange rate, and all
exchange differences that arise are recognized in other comprehensive income.

In connection with consolidation, exchange differences arising from the translation of net investments in foreign
operations are posted to other comprehensive income with an accumulated effect on equity. On the partial or complete
disposal of a foreign operation, the exchange rate differences recognized in equity are posted to profit/loss for the year
and recognized as a component of the capital gain/loss.

Goodwill fair value adjustments arising on the acquisition of a foreign operation are treated as assets and
liabilities in this operation and are translated at the exchange rate on the balance sheet date.
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Intangible assets
Goodwill

Goodwill consists of the amount by which the cost exceeds the fair value of the Group’s share of the acquired
subsidiary’s/associate’s identifiable net assets on the acquisition date. Goodwill on acquisition of subsidiaries is recorded
as an intangible asset. Goodwill is tested at least on an annual basis to identify any impairment and is recognized at the
cost less accumulated impairment losses. Impairment of goodwill is not reversed. Gains or losses on disposal of a unit
include the remaining carrying amount of the goodwill relating to the disposed unit.

Goodwill is allocated among cash-generating units in connection with impairment testing. This allocation is
applied to cash-generating units or groups of cash-generating units that are expected to benefit from the business
combination which gave rise to the goodwill item. The Group allocates goodwill among segments. The Group’s carrying
amount of goodwill of SEK 308 million (308) is allocated in its entirety to the Supply & Refining segment.

Other intangible assets

Other intangible assets comprise customer contracts, proprietary IT systems and licenses. These assets are
measured at cost less amortization and impairment losses. Borrowing costs are included in proprietary IT systems in the
same manner as for property, plant and equipment. The intangible asset is amortized on a straight-line basis over the
useful life of the asset, and amortization begins when the asset is commissioned. The value of the asset is tested at least
once a year for impairment and an impairment loss is recognized on it if this impairment testing shows that its value in
use is less than its carrying amount.

The Group has no other intangible assets that can be capitalized. As a result, expenses such as those for
internally generated goodwill and trademarks are recognized as incurred.

Construction in progress
Construction in progress refers to proprietary IT systems and licenses.
Property, Plant and Equipment

All property, plant and equipment are recognized at cost less accumulated depreciation and impairment losses.
Property, plant and equipment consisting of elements with different useful lives are treated as separate components of
property, plant and equipment.

Cost includes expenses that can be directly attributed to the acquisition of the assets. Additional expenses are
added to the asset’s carrying amount or are recognized as a separate asset, as applicable. The expenses are added to the
asset’s carrying amount only if it is likely that the future economic benefits associated with the asset will flow to the
Group and the asset’s cost can be measured reliably. The carrying amount of the replaced element is derecognized from
the balance sheet. All other kinds of repairs and maintenance are recognized as expenses during the period in which they
arise.

To adjust their cost down to their estimated residual value over their estimated useful life, other assets are
depreciated on a straight-line basis as follows:

Buildings and storage chambers ............ccccecuiriirinininininieccse e 20 - 50 years
Land iIMPrOVEIMENTS ......cceetiiiriiriirerteeieeteit ettt sttt ettt et et sbe bt et esae e saenbe e 20 years
Plant and qUIPIMENT ........cccveiiriiriririietieeet ettt ettt ettt sae b e 10 - 30 years
Capitalized turnaround costs fOr refiNeries ........cocevererieieieniininernerceecee e 6 years
Inventories, tools, fixtures and fittiNGS ........ccccocerireririeiieienneceecee e 3 -10 years

The refinery facilities consist of several components with different useful lives. The main classification is into
plant and equipment. There are, however, several components that have different useful lives within this main
classification. The following main component groups have been identified and form the basis for depreciation of refinery
facilities.

Electrical Installations and INStIUMENTS ..........cccueierieerieeriieeiee ettt eiee e eaee e, 15 years
Heat exchangers 15 years




SEEAM DOTIET ....eeiiieeiiie ettt et e et e st e et e steeebeessbaeenseeensaeenseesnsaeesnesnsneennns 20 years
SEEEL SEITUCTUIES ....veeivieeiieeeiieeteeette et eette st e et e ebeeeteessbeeesteesstaeesseesnsaeanseeensaeenseessseensnessseensns 30 years
PIESSUIE VESSEL...eiuuiiiiiieiiieiie ettt ette ettt e et e et e e teeeteessteeenseesnseeenseesnseeenseesnseeenseesnseenn: 30 years

Land and precious metals (which are recognized under Plant and equipment) are not depreciated because their
useful lives are considered unlimited.

The residual values and useful lives of the assets are reviewed on each balance sheet date and adjusted as
required.

An asset’s carrying amount is impaired immediately to its recoverable amount if the asset’s carrying amount
exceeds its estimated recoverable amount. This is tested in the event of an indication of such a need.

The carrying amount of plant, property and equipment is derecognized from the balance sheet on retirement or
disposal, or when no future economic benefits are expected from the use or the retirement/disposal of the asset. Gains and
losses on disposal are determined by means of a comparison between sales revenue and the carrying amount, and are
recognized at their net amounts in the statement of other comprehensive income depending on the function to which the
asset belongs.

Borrowing costs attributable to the construction of qualified assets are capitalized as a part of the cost of the
qualified asset. A qualified asset is an asset which necessarily takes a substantially long time to complete. Firstly, the
borrowing costs incurred for loans specific to the qualified asset are capitalized. Secondly, the borrowing costs incurred
for general loans that are not specific to a qualified asset are capitalized.

Impairment of non-financial assets

Goodwill is not amortized but is tested at least annually for impairment. Assets that are amortized are assessed
for loss of value whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.
Assets are impaired by the amount at which the asset’s carrying amount exceeds its recoverable amount. Impairment
impacts profit/loss for the year. The recoverable amount is the higher of the asset’s fair value less costs of disposal and its
value in use. When assessing impairment, assets are grouped at the lowest levels where there are separate identifiable
cash flows (cash-generating units). For assets other than financial assets and goodwill that have previously been
impaired, a test is performed on each balance sheet date to determine whether there should be a reversal. The carrying
amount after reversal of impairment losses must not exceed the carrying amount that would have been recognized if there
had not been any impairment losses.

Inventories

Inventories are measured at the lower of cost and net realizable value. Cost is determined using the first-in-first-
out method. Cost for petroleum products, which is expressed in USD, is recognized at the exchange rate prevailing on the
date of the bill of lading.

The cost of finished goods and work in progress consists of raw materials, direct wages, other direct expenses
and attributable indirect manufacturing expenses (based on normal manufacturing capacity). Net realizable value is the
estimated selling price from operating activities less the costs of production and disposal.

For crude oil, replacement cost is used as the best available measure of net realizable value. In cases where the
net realizable value is less than the cost of crude oil and the products are impaired as a result, the impairment amount is
reduced in cases where the net realizable value of the products exceeds cost. The reduction in the impairment amount for
crude oil consists of the difference between the net realizable value of the products and cost.

Borrowed inventories are not included in the value of inventories, and, correspondingly, lent inventories are
included in the value of inventories, as significant risks and benefits have not been transferred.

Current and deferred tax

Current tax expenses are calculated based on the tax laws enacted or substantially enacted at the balance sheet
date in the countries where the Parent Company’s subsidiaries and associates operate and generate taxable income.
Management conducts regular assessments of claims lodged in tax returns in respect of situations in which applicable tax
laws are subject to interpretation and, where appropriate, makes provisions for amounts that will probably have to be paid
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to the Swedish Tax Agency. Taxes are recognized in the statement of other comprehensive income except when the
underlying transaction is recognized in other comprehensive income or directly in equity. In this case, the related tax
effect is recognized in other comprehensive income or in equity. Current tax is tax that must be paid or received in
respect of the current year. This also includes any adjustment of current tax attributable to previous periods.

Deferred tax is recognized in full, using the balance sheet method, for all temporary differences arising between
the tax base of assets and liabilities and their carrying amounts in the consolidated financial statements. However,
deferred tax is not recognized if it arises from a transaction that constitutes initial recognition of an asset or liability that
is not a business combination and which, at the time of the transaction, impacts profit/loss neither for accounting
purposes nor for tax purposes. Deferred income tax is calculated by applying the tax rates (and laws) that have been
enacted or announced at the balance sheet date and are expected to be in force when the relevant deferred tax assets are
realized, or the deferred tax liabilities are settled. Deferred tax assets are recognized to the extent that it is probable that
future taxable profit will be available against which the temporary differences can be offset. The value of deferred tax
assets is reduced when it is no longer considered likely that they can be utilized.

Provisions

Provisions for environmental remediation measures and legal requirements are recognized when the Group has a
legal or constructive obligation due to earlier events, it is likely that an outflow of resources will be required to settle the
obligation and the amount can be calculated reliably.

Provisions are measured at the present value of the amount that is expected to be required to settle the
obligation. A discount rate before tax is used for this which reflects a current market assessment of the time-based value
of money and the risks associated with the provision.

Contingent liabilities

A contingent liability is recognized when there is a possible obligation that originates from past events and when
the existence of which has only been confirmed by one or more uncertain future events or when there is an obligation that
is not recognized as a liability or a provision because it is not likely that an outflow of resources will be required or that
the outflow cannot be calculated.

Employee benefits
Pension obligations

The Group has defined benefit and defined contribution pension plans. A defined contribution pension plan is a
pension plan under which the Group pays fixed contributions to a separate legal entity. The Group has no legal or
constructive obligations to pay additional contributions if this legal entity does not have sufficient assets to pay all
employee benefits associated with the employees’ service during the current or previous periods.

A defined benefit pension plan is a pension plan that is not a defined contribution plan. The feature of defined
benefit plans is that they specify an amount for the pension benefit that an employee receives after retirement based on
length of service and salary at retirement. These pension plans are usually financed by payments to insurance companies
or managed funds in accordance with periodic actuarial calculations. Pension commitments have been secured by means
of occupational pension insurance, liabilities entered into an account allocated for pensions (FPG/PRI) or payment to a
pension fund (KP-stiftelsen) in accordance with the provisions of the Swedish Pension Obligations Vesting Act. The
defined benefit pension plans are both funded and unfunded. If the plans are funded, assets have been separated in the
pension fund (KP-stiftelsen). These plan assets can only be used to make payments under pension agreements. Plan
assets are measured at fair value as of the reporting date.

The liability that is recognized in the balance sheet under defined benefit pension plans is the present value of
the defined commitment at the balance sheet date. The defined benefit pension obligation is calculated annually by
independent actuaries who apply the projected unit credit method. The present value of the defined benefit obligation is
determined by the discounted cash flow method using the interest rate for first class mortgage bonds issued in the same
currency as the payments will be made in and with maturities comparable to the relevant pension liability.

The revaluation effects comprise actuarial gains and losses, the difference between the actual yield on plan
assets and the amount included in net interest income/expenses and any changes in effects of asset restrictions (excluding
interest included in net interest income/expenses). The revaluation effects are recognized in other comprehensive income.

F-17



The special payroll tax forms part of the actuarial assumptions and is therefore recognized as part of net
obligations/assets.

Expenses in respect of service during earlier periods are recognized in profit/loss for the year, unless the
changes in the pension plan are conditional upon the employees remaining in service for a specified period (the
qualification period). In such cases, expenses for past service are allocated on a straight-line basis over the qualification
period.

For defined contribution pension plans, the Group pays contributions into publicly or privately managed pension
insurance plans on a mandatory, contractual or voluntary basis. The Group has no additional payment obligations once
the contributions have been paid. The cost is recognized in consolidated profit or loss as the benefits are earned. Prepaid
contributions are recognized as an asset to the extent that cash repayment or a reduction in future payments may benefit
the Group.

Severance pay

Severance pay is paid when notice is served by the Group to terminate an employee’s employment before the
normal retirement age or when an employee accepts voluntary termination in exchange for such compensation.

The Group recognizes severance payments when it is documented that the Group either is obliged to terminate
an employee in accordance with a detailed, formal plan that cannot be revoked, or to pay termination pay because of an
offer made to encourage voluntary termination.

Profit-sharing plans

The Group recognizes a liability and an expense for profit shares based on the return on working capital. The
Group recognizes a provision when there is a legal obligation, or a constructive obligation based on previous practice.

Revenue recognition

Revenue comprises the fair value of what has been received or will be received. Revenue is recognized
excluding VAT, returns and discounts, and after the elimination of internal Group sales. Net sales include excise taxes
deducted and recognized on a separate line before sales revenue.

Sale of goods

The Group’s main revenue originates from the sale of goods in the form of petroleum products. Our Supply and
Refining segment sells products to oil companies operating in Sweden and on the international market, primarily in
Northwestern Europe. A large proportion of these sales of products take place by ship and are often subject to the CIF
(cost, insurance and freight) and FOB (free on board) terms, Which means that these revenue items are normally
recognized on the date on which means that these revenue items are normally recognized on the date on which the goods
are loaded onto the ship, i.e., on the B/L (bill of lading) date.

Our marketing and Sales segment sells gasoline, diesel, fuel oil and lubricating oil on the Swedish market. The
sales take place through Preem’s nationwide gas station network (retail), through certified resellers and in bulk through
ints own direct sales (energy). In Norway, Preem’s products are mainly sold through resellers and in bulk through direct
sales. For these sales, the revenue is recognized in conjunction with delivery to the customer.

Financial income and expenses

Financial income consists of interest income from invested funds (including available-for-sale financial assets),
income from dividends, gains on the disposal of available-for-sale financial assets and gains from changes in value of
financial assets at fair value through profit/loss for the year.

Interest income from financial instruments is recognized using the effective interest method. Income from
dividends is recognized when entitlement to receive the dividend has been confirmed. Gains or losses on disposal of a
financial instrument are recognized when the risks and rewards of ownership of the instrument are transferred to the
buyer and the Group no longer has control over the instrument.
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Financial expenses consist of interest expenses on loans including the expensed share of transaction expenses in
connection with borrowings for the year, the effect of reversing the present value calculations of provisions, fair value
losses on financial assets at fair value through profit/loss for the year and impairment of financial assets.

Generally, borrowing costs are charged to profit/loss for the period to which they relate. Borrowing costs that
are directly attributable to the purchasing, design or production of an asset and where a significant length of time is
needed to make the asset ready for its intended use or sale must be included in the cost of the asset.

Leases
Lessee

Leases where the risks and rewards of ownership are substantially retained by the lessor are classified as
operating leases. Payments made during the lease term (less any incentives from the lessor) are recognized as expenses
on a straight-line basis over the lease term. Variable expenses are recognized as expenses in the periods when they arise.
The Group only has operating leases.

Lessor

A lease is an agreement under which a lessor grants a lessee the right to use an asset in exchange for payment in
accordance with agreed terms and for an agreed period. Assets that are leased under an operating lease are recognized as
an asset in the balance sheet. The lease payment is recognized as revenue on a straight-line basis over the term of the
lease. The Group only has operating leases.

Emission rights

The allocation of emission rights within the period described above does not involve any cost to the Company
and, therefore, neither allocation nor consumption has impacted profit/loss for the year and the balance sheet. Disposals
or acquisitions of emission rights are recognized in the statement of other comprehensive income under the headings net
sales or cost of goods sold.

FINANCIAL INSTRUMENTS

Recognition and initial measurement
Trade receivables and issued debt instruments are recognized when issued. Other financial assets and financial
liabilities are recognized when the Group becomes a party to the financial instrument’s contractual terms.

A financial asset (except for trade receivables that do not have a significant financing component) or financial
liability is initially measured at fair value plus transaction costs directly attributable to the acquisition or issue for
financial instruments not measured at fair value through profit or loss. A trade receivable without a significant financing
component is measured at the transaction price.

Classification and subsequent measurement
Upon initial recognition, a financial asset is classified as measured at: amortized cost, fair value through other
comprehensive income or fair value through profit or loss.

Financial liabilities are classified in the following categories: financial liabilities at fair value through profit/loss
for the year and other financial liabilities at amortized cost.

Financial assets measured at amortized cost
A financial asset shall be measured at amortized cost if it fulfills both of the following conditions and is not
identified as measured at fair value via profit or loss:
— it is held within the scope of a business model the objective of which is to hold financial assets for the
purpose of receiving contractual cash flows, and
— the contractual terms for the financial asset give rise to cash flows at set times that are only payments
of principal amounts and interest on the outstanding principal.

The Group has classified trade receivables, other receivables and cash and cash equivalents as financial assets
measured at amortized cost. At initial recognition, they are measured at amortized cost. Any impairment requirements are
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estimated upon subsequent measurement occasions.

Financial assets are derecognized from the balance sheet when the right to receive cash flows from the
instrument has expired or been transferred, and the Group has substantially transferred all risks and rewards of
ownership.

Financial assets and liabilities at fair value through profit/loss for the year

Financial assets and liabilities at fair value through profit/loss for the year are available-for-sale financial assets.
A financial asset or liability is classified in this category if it is acquired primarily to be sold within a short period of
time.

The Group uses oil derivatives that are short term and are classified in the balance sheet either as current assets
or current liabilities under the heading “derivatives” and in the income statement and statement of other comprehensive
income under the heading “cost of goods sold”, in contrast to the profit/loss from other financial instruments, which is
recognized in net financial items.

The Group holds derivatives, but does not apply hedge accounting.

The Group has classified other shares and participations as measured at fair value through profit/loss for the
year.

Other financial liabilities

The “other financial liabilities” category includes borrowing, trade payables and other current liabilities.
Borrowings

Borrowings are initially recognized at fair value, net after transaction expenses. Borrowings are subsequently
recognized at amortized cost and any difference between the amount received (net after transaction expenses) and the
repayment amount is recognized as financial expenses accrued over the term of the loan. Borrowings are classified as
current liabilities unless the Group has an unconditional right to defer payment of the debt for at least 12 months after the
balance sheet date.
Other liabilities

Other liabilities are initially recognized at fair value and subsequently at amortized cost.

Impairment of financial assets

On each balance sheet date, the Group assesses whether there is objective evidence that a financial asset or
group of financial assets is impaired. Provisions of trade receivables are described in Note 21.
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NOTE 2. FINANCIAL RISK MANAGEMENT

The Group is exposed to several different financial risks during its operations: market risk (which includes
currency risk, price risk, and interest rate risk in fair value and in cash flow), credit risk and liquidity risk. The Group’s
risk management policies focus on the unpredictability of the financial markets and strive to minimize potential adverse
effects on the Group’s financial performance.

Risk policy and objectives

The Group’s financial risk management policy aims to reduce volatility in earnings and cash flows while
retaining a high level of operational efficiency.

All operations associated with managing financial instrument risks are handled by Preem’s Treasury
Department, except for oil derivatives, which are handled by the Supply and Refining segment. Management of financial
risks is governed by Group-wide policies established by the Board of Directors or Group-wide committees. The aim of
the Company’s trading in derivatives is to ensure that financial risks are kept within limits determined by the Board of
Directors. The Group does not use hedge accounting.

Market risk
Currency risk

The Group operates internationally, and is exposed to currency risks arising from exposure to various
currencies, especially the USD. Transaction risks within the Group arise from future business transactions. Translation
risk arises on remeasurement of recognized assets and liabilities.

Transaction risk

Transaction exposure entails a risk that profitability is negatively impacted by changed exchange rates, mainly
in USD, without a possibility to obtain comparable compensation through commercial operations. Preem’s transaction
exposure arises when a sale or purchase of crude oil and refined products takes place in foreign currency and when this
affects profit or loss.

Translation risk

Translation risk is the risk that the value of the Group’s recognized assets and liabilities in foreign currency is
negatively impacted by changes in exchange rates. The Group aims to reduce the translation risk that arises in working
capital by balancing assets and liabilities in foreign currency. To reduce the translation risk in the Group’s working
capital in USD, the Group takes out loans in USD. The Group also strives to invoice and be invoiced in the same
currency if possible, from a business perspective.

The Group has a policy concerning currency hedging that permits the hedging of currency risks, which is only
permitted to protect currency flows from significant currency risks.

The table below describes the Group’s net exposure on the balance sheet date in each currency translated into
SEK for monetary assets and liabilities in the form of trade receivables, cash and cash equivalents, trade payables and
other borrowings in foreign currency. Working capital includes not only trade receivables and trade payables, but also the
Group’s inventory value. As a result, the magnitude of the net exposure on the monetary items must be considered in
relation to the value of the inventories in USD as of the balance sheet date. As inventories are a non-monetary asset,
inventories are not translated at the exchange rate on the balance sheet date, but at the exchange rate on the purchase date.
A change in the exchange rate does not normally affect the inventory value, which means that there is no effect in
profit/loss for the year until the product is sold. If a change in the exchange rate were to lead to the net realizable value of
the inventories in SEK being less than cost because of a fall in the exchange rate, the inventories will be impaired, having
a direct effect on profit/loss.
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All amounts in SEK million 2018 asa % 2017 asa%
Net exposure as of balance sheet date

EUR ..o eeee e ee s s e ee s s s e e es e eeesse e s s eeesen (7,393) 39%  (7,300) 40%
NOK 121 1% 8 0%
USD oot e e e s s e eesee (11,189) 60% (10,685) 59%
OREES ..o eeee e ee e eeee e eees s ee s eeeseeeeee s eee s eees e seeseens (19) 0% (19) 0%
TOUAL ..o eee e ee e ee s e eeee s ees s eeeseeeees s eee s eees e seeseens (18,480) 100% (17,918) 100%

Net exposure of USD must be set in relation to the Group’s normal position for inventories, which as of
December 31, 2018 totaled USD 775 million (849), which is equivalent to SEK 6,950 million (6,989) translated at the
balance sheet date.

If the Swedish krona were to become stronger/weaker by 10% in relation to the U.S. dollar at the balance sheet
date, while all other variables remained constant, the profit/loss for the year after tax as of December 31 would have been
SEK (331) million (-288) higher/lower as a consequence of gains/losses on translating monetary assets and liabilities in
accordance with the table above, taking account of the indirect price effect on the Group’s normal position for
inventories.

Price risk

The Group is exposed to price risk regarding inventories of crude oil and refined products. Price changes in
crude oil and refined oil products affect the Group’s sales revenue, cost of goods sold, gross profit/loss and operating
profit/loss. The Group has a defined normal position for inventoriesl), which is the volume of priced oil required to
maximize the contribution from the refining system in the most efficient way. The normal position is defined as
1,840,000 m3. The price risk at this volume is the Company’s commercial risk that the Board of Directors has accepted.
The Group trades in oil derivatives to counteract the price risk that arises when priced inventories deviate from the
normal position. In addition to the above price risk management policy, the Group used oil derivatives during the past
year to also hedge parts of its normal position.

Sensitivity analysis

The Board of Directors has established risk limits that define the extent to which volume exposure may deviate
from the normal position, as well as the maximum risk expressed in USD that the Group is prepared to accept in the total
of these volume deviations from the normal position. The volume deviation may be +140,000 m’ or -190,000 m®. Preem
uses the value at risk method to measure raw material price risk on the deviation position divided by product line. Using
this method, the maximum potential loss is calculated with certain probability during a set period of time. The table
below describes how the position would change in SEK million if the price were to rise/fall by 10% as of the balance
sheet date. How such a change would have impacted the Company’s financial performance depends on whether the effect
on financial performance arises in the physical position or the derivatives position. The reason for this is that inventories
and derivatives are measured using different accounting policies. Over time, however, the price change in the total
position will affect the Company’s financial performance. As a result, the total position constitutes the Company’s price
risk, but accrual effects arise over time in profit/loss for the year, because of the differing measurement policies for
inventories and derivatives.

Price Physical Derivative Total  Of which normal
Year change position position position position
2018 oo 10% 768 (120) 649 604
D018 oo seeeeeeee e (10%) (768) 199 (570) (604)
2007 e 10% 881 (176) 704 700
220 ) b (10%) (881) 180 (701) (700)

A change in the value of the derivative position will always have a direct effect in the profit/loss for the year, as
derivatives are measured at market value at the balance sheet date and the gain/loss is recognized through profit/loss for
the year.

A change in the value of the physical position has a direct effect on profit/loss in some cases, and in other cases

profit/loss is only affected in subsequent periods. This is because inventories are measured at the lower of cost and net
realizable value.
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In the event of a price rise, profit/loss is usually not affected until a sale is made, i.e. the price gains are not
recognized in profit/loss for the year until they have been realized. A price rise may, however, have a direct effect in
profit/loss for the year if the original net realizable value is less than cost. However, this effect may not exceed the
previously impaired value of inventories.

If prices fall, profit/loss is normally affected directly, which means that inventories are impaired, and a product
expense is recognized in the statement of other comprehensive income. However, inventories will only be impaired to the
amount at which the changed net realizable value is less than the inventory’s previous carrying amount as of the balance
sheet date.

In addition to price risk management of the inventories position, the Board of Directors has defined the scope
for speculative trading in oil derivatives. These transactions are limited by setting a ceiling on the maximum gain or loss
in such trading.

Interest rate risk

The Group’s interest rate risk, is the risk for negative change resulting from interest fluctuations of interest-
bearing assets and liabilities.

Loans with a floating interest rate expose the Group to an interest rate risk with regard to cash flow. Loans with
a fixed interest rate expose the Group to an interest rate risk regarding fair value. The Group’s borrowings are at floating
interest rates. It is the Group’s policy to have a fixed interest period which does not exceed 12 month. As of
December 31, 2018 the remaining fixed-interest period totaled approximately 19.54 months. In 2018 the Group’s
borrowing at floating interest rate terms consisted of SEK and USD, and fixed interest rate borrowing consisted of SEK,
USD and EUR for bond loans and loans to shareholder.

The Group’s interest-bearing assets are in the form of loans to affiliates and, to a lesser extent, short-term
investments in cash and cash equivalents.

The Group’s outstanding borrowing as of the balance sheet date for loans arranged from credit institutions totals
SEK 18,388 million (16,352). The Group’s loan terms, effective interest rates and the maturity structure of the loans are
described in Note 25.

If interest rates for borrowing expressed in SEK during the year had been 1.0% higher/lower, with all other
variables constant, the result after tax for the fiscal year would have been SEK 142 million (127) lower/higher.

Credit risk

Credit risks arise through investments in cash and cash equivalents, derivatives and credit exposure to the large
number of customers to whom sales are made on credit. To limit this exposure, there are joint Group-wide credit policies,
under which, only banks and financial institutions with a credit rating of at least “A” by Standard and Poor’s or by an
equivalent independent credit rating agency, are accepted.

Individual risk limits are established based on internal or external credit ratings. The Group also uses a range of
collateral, including Letters of Credit, bank guarantees, deposits and Parent Company sureties. There is regular follow-up
on the use of credit limits. The credit risk is controlled at Group level by a Credit Committee.

Most of the credit exposure, in terms of volume, is to financially strong oil companies. Credit quality is
considered good based on the Group’s on-going analysis of its customers. The Group only has one provision for doubtful
debts of SEK 10 million (7), compared with sales revenue of SEK 92,553 million (68,752). For further information see
Note 21.

Other oil companies, banks and trading companies are counterparties for trading in oil derivatives. To limit
counterparty risks in trading in oil derivatives, the Company signs ISDA agreements.

Liquidity risk
Liquidity risk is the risk that the Group will not have the possibility of conducting its business due to a shortage

of liquid assets. The Group manages liquidity risk by maintaining sufficient cash and cash equivalents
and short-term investments with a liquid market and available financing through contracted credit facilities. Every month,
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the Group pays approximately SEK 1,388 million (1,314) in the form of excise duties and VAT which, combined with
fluctuations in purchasing and sales patterns, can place demands on the availability of short-term borrowing facilities.

The table below analyses the Group’s financial liabilities and net settled derivatives that constitute financial
liabilities, broken down by the term remaining after the balance sheet date until the contractual maturity date. The
amounts specified in the table are the contractual, non-discounted cash flows and therefore do not correspond to the
amounts in the balance sheet. The amounts that fall due within 12 months correspond to the carrying amounts, since the
discount effect is insignificant.

It is the Group’s policy that there must be renegotiation of loans no later than 12 months before maturity.

Within Between Between More than
As of December 31, 2018 1 year 1 and 2 years 2 and S years 5 years
BOITOWING...ccovvieiieeiieeieeeeee e 488 6,883 11,018 18
Oil derivatiVes ......ceevvveereeeriiierieenreerve e — — — —
Trade payables.......ccceevveerieenieeniieeieeeieeeveee, 2,709 — — —
Other current liabiliti€S...........coovvvuvveirieviiinnnnnnen. 2,244 — — —

Within Between Between More than
As of December 31, 2017 1 year 1 and 2 years 2 and 5 years 5 years
BOITOWING.....ooviriiieriieiicicieiccrcreseeceececrene 903 — 15,467 —
Qil derivatives ............. — — — —
Trade payables................ 3,529 — — —
Other current liabilities 1,865 — — —

The Group has syndicated bank loans that are subject to several covenants.
Management of capital risk

The Group’s objective for its capital structure is to secure the Group’s access to capital markets and to maintain
an optimal capital structure in order to keep down the costs of capital and to balance the Company’s commercial risk

with the cost of the capital.

The Board of Directors constantly monitors the Group’s financial position and net debt against expected future
profitability and cash flow, investment and expansion plans, and developments in the interest rate and credit markets.

The Group’s net debt/equity ratio is shown in the table below:

(Amounts in SEK million) 2018 2017
TOtAl DOTTOWINEZ ....eevvieeiiie ettt ettt ettt et e et e et eeatbeetaesasbeensaeensaeensneenens 18,406 16,370
Less; cash and cash equivValents..........ccoccuerieiieiieieie e (1,423)  (1,083)
Net debt 16,983 15,287
TOLAL EUILY . ..eveveeeieeeeteert ettt ettt sttt 2,978 1,995
Total capitalization 19,961 17,282
Net debt/equity ratio 85% 88%

Net debt excludes capitalized borrowing costs SEK 333million (495).
Calculation of fair value

The fair value of derivatives traded on an active market is based on listed market prices on the balance sheet
date. The listed market price used for the Group’s financial assets is the current bid price. The fair value of oil derivatives
is determined using listed prices of oil futures on the balance sheet date.

The fair value of financial instruments not traded on an active market (e.g. OTC derivatives) is determined using

measurement techniques. The fair value of interest rate swaps is calculated as the present value of estimated future cash
flows. Other unlisted holdings are measured at cost where fair value cannot be measured reliably.
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The fair value of borrowings is calculated, for the purposes of disclosure, by discounting the future contracted
cash flow to the current market interest rate available to the Group for similar financial instruments.

The carrying amount, after any impairment losses, of trade receivables and trade payables is considered to
correspond to their fair values, as these items are current by nature. The fair value of financial liabilities is calculated, for
the purposes of disclosure, by discounting the future contracted cash flow to the current market interest rate available to
the Group for similar financial instruments.

NOTE 3. IMPORTANT ESTIMATES AND JUDGMENTS

Estimates and judgments are assessed on an ongoing basis and are based on historical experience and other
factors, including expectations of future events that are considered reasonable in the prevailing circumstances.

Critical accounting estimates and assumptions

The Group makes estimates and assumptions about the future. The resulting accounting estimates will by
definition, seldom correspond with the actual outcome.

The estimates and assumptions that involve a significant risk of adjustments in the carrying amounts of assets
and liabilities for subsequent fiscal years are explained in general below.

If the estimated pre-tax discount rate that was applied for discounted cash flows for the cash-generating unit that
comprises the Supply and Refining segment had been 2 percent higher than management judgement, the Group would
not have needed to recognize any impairment losses on goodwill.

Inventories

Inventories are measured at the lower of cost and net realizable value. Inventories are sensitive to market price
fluctuations. If market prices fall relative to the cost at the end of the accounting period, the Group may need to recognize
an impairment loss on the carrying amount of the inventories.

Pensions

Pension obligations are based on actuarial calculations that are themselves based on assumptions about discount
rate, expected return on plan assets, inflation and the expected useful life.

The expected return on plan assets is established by reference to the expected return on the assets covered by the
current investment. The expected return on investments with a fixed interest rate is based on the return received if these
securities are held until maturity. The expected return on shares and real estate is based on the long-term return that has
occurred in the relevant market.

Provisions for environmental commitments

Provisions are made for environmental commitments for known and planned remediation works. Any future
decommissioning of operations within the Group may involve a requirement for decontamination and restoration works.
However, this is considered to be a matter for the distant future, and the Group is of the opinion that the potential
expenditure involved cannot be calculated reliably. Potential environmental obligations of this type are neither included
in provisions in the balance sheet nor as contingent liabilities.

Significant judgments on application of the Group’s accounting policies
Functional currency

The subsidiary Preem has significant cash flows in USD. In determining the Company’s functional currency,
management has evaluated the criteria contained in IAS 21 on the determination of functional currency. After giving
careful consideration to all indicators, management has judged that Corral’s functional currency is SEK.
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NOTE 4. SEGMENT REPORTING
Operating segments
The Group consists of two operating segments:

Supply & Refining

Crude oil is purchased for the two refineries Preemraff Lysekil and Preemraff Gothenburg. This crude oil is
refined to produce finished oil products. Approximately 60% (62%) of production is exported, mainly to the Northern
European market. The proportion of production that is sold in Sweden is sold through the Group’s own market channels
and through other oil companies.

Marketing

This segment sells refined oil products, which are purchased from the Supply & Refining segment. Sales are
channeled directly to consumers via the company’s network of filling stations and to companies and consumers via direct
sales.

Internal pricing
Prices are set at market levels at prices based on official listings in the oil market.

Profit per segment

The information that senior executives regularly follow up in the Group is presented below.

The Group 2018
Supply &
Refining Marketing Total
Sales per segment
Total SAleS TEVENUE .......cccviiiiieeiieciieetee ettt 89,467 23,875 113,342
Internal SAles......cceviriririiiiicice e (20,899) @)) (20,900)
EXIOrNal SALES .......ooceeeeieieeieeeeee et 68,568 23,874 92,442
Residual, net exchange differences ...........ccceecvvevcienciiencieeniieeieeee, 111
Total external SALES ...........cccceueeeeeeceieeiieeie e 92,553
Operating profit
Operating profit (10SS) per SEZMEeNt..........cceevveerveeseeerieerieeeireenennn 2,646 499 3,146
Depreciation Per SEZMENT ........eevvieeveeriierireerieeeieenieesreesereesveennnes 876 144 1,020
The Group 2017
Supply &
Refining Marketing Total
Sales per segment
Total SAleS TEVENUE .......ccvueieiiieiieeiie ettt e 66,237 18,679 84,916
INternal SAIES.......eecuiiiiieeiie e e e e (16,019) 8) (16,027)
EXIErNal SALES ..........ovveeeeeeeieeeeeeee e 50,218 18,671 68,889
Residual, net exchange differences ...........cccoecvvvvvienciiencieeniienieee, (137)
Total external SALES ..............ccccooeeeeeeeciieieeeiiee e 68,752
Operating profit
Operating profit (10Ss) Per SEZMENt ........ccceeeevereerieneninenereeeeeenns 4,403 581 4,984
Depreciation Per SEZMENT .........ccceveruerinerereeeeienieneneneeeeeerenens 869 118 988

F-26



Reconciliation with the Group’s total result

*)

2018 2017

Operating profit (10SS) PEr SEZMENL............cccueeeeeeieeerieeeieenreesreenreesireeseesnereenseesnes 3,146 4,984
Net exchange differences on continuous PaAyMENtS........c.ceevveereveeriveerieeniveeniveensveennneas (544) 349
Currency effect on normal INVENLOTIES ........cccveeeiieriiieeiieeiieeieeeieeeieesreeereeseeeeree e 799 (564)
Undistributed depreCiation .........c..ecveerieerieeiieerie e esee e esieeeieeesreeseeeeseesseeesseeens (10) (10)
OHNEI'™ ...t (958) (713)
Total operating Profit (I0SS) «.....cccoceveerieiiiiiiiieiieeesee ettt 2,431 4,047
INEEIEST INCOIMNIEC ..ottt et ettt e st e st e e et e et e este st eeseenseensesnaesneesneenseenes 8 6
INEEIEST EXPEIISES. .. .eeviiniieiiieiiieiieeit ettt sttt ettt ettt e s s (1,476) (1,400)
Net exchange differences .........oocvveevieieiieiieeee e (836) 397
Other net fiNancial ITEIMS ......c..couiririiiririiieteee ettt (120) (124)
0 o 1 (o) A 1 & S SS 7 2,926

Mainly refers to Corporate Center.
The accompanying notes form an integral part of these Consolidated Financial Statements.
Other information regarding Group’s sales
Sales revenue comes for the most part from sales of oil products.

2018 2017

Sales OF 011 PrOAUCES ....ccuvieeiiiiiieciie ettt e aeesaa e e saaeessaeeaneenens 92,499 68,674
L 14 1<) RS 55 78
Total external SALES FEVENUE ...............cccueeeeeeeeieecieeeeeiee e eeeee e e e e eaea e 92,553 68,752

Revenues of SEK 6,593 (5,209) in 2018 originate from one single customer and the income is included in
Supply & Refining segment.

Supply &
Investments Refining Marketing Other® Group
Capital expenditure in property, plant and equipment..... 2018 1,575 221 1 1,797
Capital expenditure in property, plant and equipment..... 2017 1,938 131 0 2,069
Capital expenditure in intangible assets..........cc.ccocevvennee. 2018 — 2 263 265
Capital expenditure in intangible assets..........c.c.ccveenee. 2017 — 15 253 268
Investments in associated companies ..........c.ccccveerveenee. 2018 — — 25 25

Investments in associated companies ..........c.coccveeeveennee. 2017 — — —

*)

Mainly refers to Corporate Center.

Distribution by geographical regions

The information presented in respect of sales revenue relates to the geographical regions grouped according to
where goods are delivered. Information about the segments’ assets is based on geographical regions grouped according to
where the assets are located. “Other Nordic” in the table below refers primarily to Denmark and “Other countries”
primarily to Germany, France and North America.

External sales

2018 Property,
plant,

equipment

and

Supply & intangible

Refining Marketing Total assets

SWEACTI ...ttt st st st e 13,565 21,746 35,311 11,751
INOTWAY ..ttt ettt ettt et st e st e bttt ea e st esbe e b e enbeemaesaeesae 1,665 2,129 3,794 38
(0135753 0 o) ' § [« TSP 5,742 — 5,742 —
NEtREIIANAS ...t e e 20,687 — 20,687 —
UK ettt ettt e e ettt e ettt e e e stb e e e eesaee e sbaeeeastbeeeesbaeeeanbaaeeantbeeeannns 10,789 — 10,789 —
OtNET COUNTIIES ..uviiiiieciiieiiieeiie ettt ettt e e s b e e e taeesaseesaaeesbbeessseesseensneenes 16,230 — 16,230 —

92,553 11,789




External sales

Property,
plant,
equipment
and
Supply & intangible
Refining Marketing Total assets

2017
SWEACTI ...ttt ettt st st st 7,777 18,207 25,984 10,656
INOTWAY .ttt ettt ettt et sttt ettt ea e st esb e e b enbeenaesaeesae 2,652 472 3,124 6
(0135753 0 o) ' § [« TSP 4,942 — 4,942 —
NEtREIIANAS. ... e e e 11,610 — 11,610 —
UK ettt st sttt et e a e et sh b et 14,061 — 14,061 —
OtNET COUNTIIES ..uveiuiiieeiiieciiieeiie ettt e et ae e s b e e etaeesaaeesaaeestseessseesaeesneanes 9,031 — 9,031 —
Group 68,752 10,662

NOTE 5. GROSS PROFIT

Purchases and sales of oil products in the market are essentially dollar-based. Exchange differences from sales
are recorded under net sales and exchange differences from purchases are recorded under cost of goods sold. The
Group’s gross profit includes exchange differences from purchases and sales of oil products amounting to a net loss of
SEK 544 million (compared with a net profit of SEK 349 million in 2017).

NOTE 6. FEES TO AUDITORS

2018 2017

KPMG
AUIt ASSIZNIMENLS ....ouviviiiriieiieietete ettt ettt ettt ettt et sae e eaeeanennens 4 3
Audit business beyond the audit assignMment........c..coceevererereerienenenieneneneeieeens 0 0
TaX CONSUILANCY ..ceuvviiiiieiieeiieeiie ettt et ete ettt e et e et eetbeesaeeetaeeseessaeensneenes 1 1
Other @SSIZNIMENTS ...c..eoueruieiieieeiietenteee ettt ettt sttt ettt st be e eae et eneenee 1 1
7 4

Others
AUIt ASSIZNIMENES ....eeivieeiiieeieeeiieeteeeteeeieeeteesteeeseesseeesseesseeeseesseesseesseesseens — 0
Audit business beyond the audit assigNment............cceevueeeciieeriieenieiieeeieeseeeneenn — —
TaX CONSUILANCY ..ccuvviiiiieiieeiie et ete et te et e e e et e et e etbeesaeestaeeseesnsaeensneenes — —
Other @SSIZNIMENTS ...c..eoveruieiieiieiieientere ettt ettt ettt st esee e — —
— 0

NOTE 7. EMPLOYEES, EMPLOYEE BENEFIT EXPENSES AND REMUNERATION OF SENIOR
EXECUTIVES

2018 2017
Social Costs Social Costs
‘Wages and (of which ‘Wages and (of which
Other Benefits pension costs) Other Benefits pension costs)
Parent Company..............cccccoveeueecuennne. — — — —
—) (—)
Group Companies.................cceceecuenne. 919 494 856 425
(162) (113)
Group Total 919 494 856 425
(162)" (113)"

(1) Of the Group’s pension costs, SEK 10.7 million (14.0) relates to the Group’s Board, CEO and other senior executives.
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2018 2017

Board, CEO and Board, CEO and
other senior Other other senior Other
executives Employees executives Employees
Parent Company .........ccceeeevveeeieeeveennennn — — — —
Group Companies in Sweden ................. 41 873 27 827
Group Companies Abroad...................... 1 4 1 1
Group Total 42 877 28 828

Remuneration in the table above is based on the operating subsidiary Preem AB. No remuneration was paid to
any Board members or CEO of Corral Petroleum Holdings AB.

Senior executives

“Senior executives” are both senior management and other senior executives. The group comprising senior
management includes the Chairman of the Board, other Board members who receive benefits from the company in
addition to the current Board fee and who are not employed by the company, and the President and CEO.

The group comprising other senior executives includes 8 (7) salaried employees who are part of Preem AB’s
Group management along with the CEO; of whom 7 are employed by Preem. In total the group comprising senior
executives includes Board members, including the Chairman of the Board and the CEO (10 individuals), and other senior
executives and the Parent Company’s Group management (9 individuals).

Preparation and decision-making process when determining remuneration for senior executives

The terms of remuneration for the CEO and the principles for salary benefits for people in the company’s Group
management team are prepared in a remuneration committee appointed by the Board and consisting of the Deputy
Chairman of the Board. The committee’s proposals are confirmed by the Board. The annual salary review for both the
CEOQO and for other members of Group management is confirmed by the remuneration committee.

Remuneration of senior executives

Fees are paid to the Chairman of the Board and members as per resolutions at the AGM. No separate fee is paid
for committee work. Remuneration to the CEO and other senior executives consist of base pay, variable remuneration,
other benefits and pension. The breakdown between base pay and variable remuneration must be in proportion to the
senior executive’s responsibility and authority. For the CEO, the flexible remuneration may be a maximum of 30% of
base pay. For other senior executives, the flexible remuneration is a defined maximum percentage of the base pay.
Pension benefits and other benefits to the CEO and other senior executives are paid as part of the overall remuneration
package. Other benefits consist primarily of a company car.

Basic Salary/ Flexible Other Pension Other
Remuneration and benefits in 2018 Board Fee Remuneration Benefits Cost Remuneration Total
Chairman of the Board 1.0 — — — — 1.0
Other Board Members (9) 3.6 — — — — 3.6
The CEO in Preem AB........cccccovvennee. 9.1 4.7 0.1 3.9 — 17.9
Other Senior Executives (8) ........ 15.7 5.4 0.9 6.8 — 28.8
29.4 10.1 1.0 10.7 — 51.3

In total SEK 5.0 million has been paid in board fees, included in all items except other Senior executives,
whereof one member has received SEK 1.0 million, one member has received SEK 0.75 million two members have
received SEK 0.5 million, four members have received SEK0.4 million and two members have received SEK 0.3 million.

Basic Salary/ Flexible Other Pension Other
Remuneration and benefits in 2017 Board Fee Remuneration Benefits Cost Remuneration Total
Chairman of the Board ..............c..c....... 1.0 — — — — 1.0
Other Board Members (8 people)......... 3.6 — — — — 3.6
The CEO in Preem AB........cccccevvennee. 7.4 — 0.1 6.7 — 14.2
Other Senior Executives (7 people)...... 12.1 2.1 0.8 7.3 — 22.3
24.1 2.1 0.9 14.0 — 41.1
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In total SEK 4.6 million has been paid in board fees, included in all items except other Senior executives,
whereof one member has received SEK 1.0 million, two members have received SEK 0.5 million, five members have
received SEK 0.4 million and two members have received SEK 0.3 million.

Pensions

The pension for the CEO is paid as gross salary according to individual agreement. The national pension plan
applies to other senior executives and certain cases there are individual solutions. All pension benefits are vested, i.e., not
conditional on future employment. See also Note 23 pension obligations.
Severance pay

There is a mutual period of notice between the company and the CEO of 6 months.

There is a mutual notice period between the Company and other senior executives of a maximum of 24 months

and 6 months, respectively. There is a paid notice period of a maximum of 24 months for termination by the Company.
Upon resignation by the senior executive, no severance pay is paid.

2018 2017
Gender distribution in company management Percentage of woman Percentage of woman
Board of DIrectors ........cocuveeeeieeierieeeie e 0% 0%
Other Senior EXECULIVES ......oevereierieiieieeee e 33% 38%
2018 2017
No. of Of which No. of Of which
Average number of employees employees male percent employees male percent
Parent Company
SWEEN ..ot — — — —
Group Companies
Sweden .....ocovieeieeciieeee e 1,468 69% 1,456 73%
NOTWAY ..ot 15 73% 2 86%
Group Total 1,483 69% 1,458 73%
NOTE 8. DEPRECIATION
2018 2017
Allocation of depreciation
TNEANGIDIE ASSELS....eeivieeeiieiiieeiieeieeeite et ettt e st e ettt e s te e sttt e sbeessteesabeesseensseesseensneesseensnennes 36 10
Buildings and land installations..........c..coeririrererieeeiienenieneseeceeeteeesrese e 102 94
Plant and MACRINETY .....c..coeiiriiiiiiiiice ettt st 576 585
Capitalized turnaround COSES .........eeverieriiririnenieieeeterese ettt ettt ennen 219 202
Equipment, tools, fixtures and fittings........c.cccceeriieriieeniieniieerieesie e 105 109

1,037 1,000

2018 2017
Allocation by function
PrOAUCTION EXPEIISES ..eeuvveeririeeiiieiiieeiiesteeeiteesteeseteesbeessteessseessseessseessseensseessseesssesnssesssneenes 877 870
SEIING EXPEISES .ouvveereiieeiieiiiieiieeiteeeteesreesteestteesteessteessseessseessseessseessseensseesseessseessseensses 142 118
AdMINISIIAtIVE EXPEIISES ...uveuvirertiterieeitetetente et eteettestetente sttt sttt estessensentesbesaeeseeneensenee 18 12

1,037 1,000
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NOTE 9. LEASING

2018 2017
Leasing charges in respect of operational leasing
MiInIMUM [€8SE CHATZES ...ecuvieeiiiiiiieiiie ettt ettt sre et steesaaeeseaeestaeesaaeesaeensneenes 202 115
Variable ChATZES .....c.coviiiriiriiiirieeieet ettt sttt ettt st nnen 41 40
TOtal 1€ASING EXPEIISES ...veeruveeeurieriieeriiiesteeeteesteeseteesteessseessseessseessseessseessseessseesssesssseessnennes 243 155
2018 2017
Agreed future minimum lease charges
WILRIN ONE YRAT ...veiivieiiieeieeeite ettt ettt ettt e st e ettt e sbeestteesaaeesbeessneesseensneensseesneenes 148 157
Between one and fIVE YEAIS ......coeveeiiiiriiriniiiericeiteeeeeste ettt 445 662
Longer than fIVe YEaTS .....cc.coiririiiiiiieeentr ettt 52 113
2018 2017
Leasing income in respect of operational leasing
Minimum [€2S€ ChATZES ......coviruiriiriieiieieteerr ettt st een 86 91
Variable ChaTZES .....ccouvieiiieiie et et e s e et e et e ebeesbaeenbeesnbaeenree s 28 25
Total [€aSING INCOIME. ....c.eeotiiiriirierieeiieietere sttt ettt ettt et ettt e b eae e eneen 114 115
2018 2017
Agreed future minimum lease charges
WILRIN ONE YRAT ...veiivieiiie ettt ettt ettt e st et e e stae e taeesaaeesbeessaeesseensneensseesneenes 87 91
Between one and fIVE YEATS .......cvcuiieiieiiiieeiieeieeette et esteeeteesteesaeestaeeseaeestaeesaneesraeensneenes 443 453
Longer than fIVe YEATS ......ccueeeiiiiiieciie ettt ettt re et sae e e seaeestaeesane e saeensneenes — —
NOTE 10. EXPENSES BROKEN DOWN BY TYPE OF COST
2018 2017
COSt OF NALETIALS ...evieeeieieeieeeeee et e e et e e e e e et e e e e e e e eeaaaeeeas 84,851 59,867
Costs for employee DENETIts ........cccueviiririririiiiicereree et 1,417 1,334
D0 T 2 (0o SRR 1,037 1,000
(0111153 0o 4 0153 1 L OO 3,259 2,969

90,564 65,170

Reconciliation with the comprehensive income statement

COSt O Z0OAS SOIA ....viieieiieiieeie e et et eae et eeaaeebaeeaneenees 88,529 63,440
SEIING EXPEINSES ..uvveerrieeeieeiieeiieeiteesieeestteeteeeteeeteesseeeseesseeeseesssaessseesseessseesseesseesns 913 866
AdMINISIIAtIVE EXPEIISES .....eevverretirtertirterieeitetentente sttt st eteeaeestentestesbeseeebeeseessesesenseseenses 1,122 864

90,564 65,170

NOTE 11. OTHER OPERATING INCOME

2018 2017
HeEating delIVETIES .....cc.eeiiiiriiriiniericeitetet sttt sttt ettt s nnen 72 64
RENtAl INCOME ...ttt sttt ettt st eneen 114 145
HArbOT INCOMIE ....c..eveiiiiiieic sttt sttt ettt st nen 71 75
SEOTAZE CETTIICALES ....veuveueeiientitiie sttt sttt ettt ettt et eineaens 134 63
SEIVICE COMPENSALION .. .euueuiiuritiiirtieie ettt sttt ettt sttt ettt st b b eaeeaneaens 15 23
OBRNCT .ttt ettt sttt ettt bt b et ea et nnen 38 96
TOEAL......ooniiiii ettt bttt ettt ettt enen 443 465
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NOTE 12. NET FINANCIAL INCOME/EXPENSES

2018 2017
Interest income from instruments measured at accrued COSt .......oovviervreeriiercieeriienieeenen. 8 6
Net exXChange difTereNCES. .....uviiuiieiiiiiiecie et sbe e ae e ebeeeaseas — 397
(011115 TR OO RO O STEOU EUSTSO U PR POURRPURP 3 (2)
Financial INCOME..............ooiiiiiiiiiiii e et 11 401
Interest expenses from defined benefit unfunded pension obligation............ccccevvervenee. 4) &)
Interest expenses from instruments measured at accrued cost™.............ccoovioivriverereennn, (1,472)  (1,395)
Net eXChan@e CHANGE ........cccvviiiieiie ettt s e s beesbe e sbeesaseesnbaennseas (836) —
(013 T<) S (123) (122)
FINAncial @XPEeNSES ..........ccouieiiiiiiieiieeiie ettt ettt et beestae e s saeessaeeenbeennnees (2,436) (1,522)
Net financial eXPeSe ..........oooiiiiiiiiiiiiiiieeee ettt et (2,424) (1,121)

(1)  Of which interest rate expenses from accrued loan expenses, SEK 163 million (162).

The net gain on oil derivatives measured at fair value, recognized as a cost of goods sold in the profit/(loss) for
the year, totaled SEK 753million compared with a loss of SEK 308 million previous year. A provision of SEK 0 million
(0) for Preem’s receivables from Corral Morocco Gas & Oil was charged to the net financial income/expenses. The
provision is a net of capitalized interest income of SEK 157 million (157) and a provision of SEK 157million (157).

NOTE 13. INCOME TAXES

2018 2017
Current tax (expense) benefit
Tax expense for the PEriod ..........ccceoiiririniiiiiiic et e (22) 3)
Tax expense attributable t0 PreVIOUS YEaIS.....cceeveririirireririieieeiententenie ettt see e 0 (11)
23) (14
Deferred tax (expense) benefit
Deferred tax in respect of temporary differences and loss carry-forwards........................ (36) 32
Deferred tax as a result of changed taX rates .........cceevvviercieeriienieeriieee e 46 —
Deferred tax on 10ss carry-fOrwards ...........ceoiroiiieierienieieeee e e 118 (677)
Total tax (EXPEnSe) DENETIL ...cccuvieriiieriieeiiiierieeie ettt sre e sveeseae e saeeseaeeseaeenenees 105 (659)
2018 2017
Reconciliation of effective tax
Profit DEOTE TaX ...uiiiiiiiiiieiie ettt ettt e stb e e be e ab e e tae e ebe e eabeenareas 8 2,926
Tax calculated at national tax rates applicable for profits in the respective countries....... 2) (644)
Other non-deductible EXPENSES........ccueriiririririiieieterene ettt (65) (59)
NON taXADIE INCOME .......eeiieiieieeie ettt ettt e teeteeeeseeesneesseenseenseenseensesseens 123 32
Taxable income not included in Profit/loss.........cccecvererirenirierierienenneneeeeeeeee e @) —
Tax attributable t0 PrEVIOUS YEATS.......couertiririiriieietinienteste ettt sttt see e (1) (11)
Other taX adjUSLIMENLS ...c..oouirviriieiieieieer ettt ettt se e 53 21
Tax (EXPense) DENETIt ......cc.eviriiiiiiiiriiret ettt 105 (659)
Tax items recognized directly in equity
Tax reported directly in other comprehensive iNCOME .........ccevcveevvierieenieeniieenieesieeenee. 11 0

Weighted average tax rate is (1,313%) (23%).
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Deferred tax assets and tax liabilities

2018

Deferred tax

Deferred tax

assets liabilities
Intangible assets — (34)
Land and DUIldings ........ccceerieriieiieieeeceeeee e — (23)
Machinery and eqUIPIMIENT ........co.everuieeeierienienenieeenieeit ettt eeeaenaens — (725)
Tax 108s CaATyTOrWards .......cocooereririiieieieee et 261 —
(011175 PSPPSR 4 (75)
Net asSets/THabIlItIEs ...cc.eeueeveriiririinireeiiecte s (593)
Deferred tax assets and liabilities 2017
Deferred tax Deferred tax
assets liabilities
INtangIbIe ASSELS.....ecovereiereieiieii ettt — (36)
Land and buildings .........cocceerevieiiieniieiieeeieeceeecee e 2 2
Machinery and eqUIPMENTt .........cccveeriieriieeriienieenieerre e esre e — 817)
Tax 108S carryfOrwards .........cccveeciieriieiiiieniiere e 149 —
OLHEIS .ottt ettt e st e s eneeeneesnaenneens 4 (25)
Net assets/liabilities ........coeerierirriiiiiiereeceeeee e (725)
. . . Recognized i1
Change in deferred tax in temporary differences and Opening the profit/(loss Other Closing
loss carry-forwards amount for the yea changes amount
INtangible ASSELS......ccveereieirireeriieeieeee et ete e see e (36) 7 (5) (34)
Land and buildings ..........cocveevieenieenieeieeie e 0 (23) — (23)
Machinery and eqUIpMeNt ..........cccveeveeerveerieerieenie e esee s (817) 91 — (725)
(35 T<) R SSTSRTI (21) (60) 10 (71)
Total temporary differences. .........couuevueecveeeeencurenireesveenaeanns (875) 16 5 (853)
Loss carry-forwards.........coccoerineneiienienieninencnceeceeeen 149 112 0 261
TOtAL e (725) 128 5 (593)
From 1/1/2019, the tax rate is 21.4 percent in Sweden and 22 percent in Norway.
NOTE 14. NET EXCHANGE DIFFERENCES IN THE PROFIT/(LOSS) FOR THE YEAR
Net exchange differences have been recorded in the profit/(loss) for the year as follows:
2018 2017
INEE SAIES .eeeuvriiiieeiiiecie ettt ettt ste et e sttt e sttt esbee sttt e snbeessbeessbeeesseesnseeansaesnsaeenseesnseeenseeans 111 (146)
COSt O Z0OAS SOIA ....iieiiieeiieeie e ettt ae et e e aaeebaeeaeeenees (655) 497
FINAnCial 1EEIMS. ...coueeuiiiiiiitieieeiceeet ettt sttt e (836) 397
TOTAL ettt ettt ettt b et (1,380) 748

The estimated currency effect on the Group’s normal position in inventories was SEK 799 million (-564).
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NOTE 15. INTANGIBLE ASSETS

Goodwill
2018 2017
OPCIIIIE COST.cuvenvitiieeutetetenterteete et ett et et et e st tesbe bt eatest et e ste b e saeebeeaeeat et entenbesaesbesbeesseneennen 308 308
Closing aCCUMUIALEA COSE...cuveviruiriiriiiiiieriertirtertceit ettt ettt st 308 308
Carrying amount at end of Period..........ccccceviiiriiiiiiiiiiieneeeeee e 308 308

Impairment testing of goodwill

Identified goodwill is attributable in full to the Group’s cash generating unit (CGU) Supply & Refining and
Sweden.

The recoverable amount of a CGU is defined on the basis of calculations of value of use. These calculations are
based on estimated future cash flows before tax based on financial budgets that have been approved by company
management and covering a 5-year period. Cash flows beyond the 5-year period are extrapolated using an estimated rate
of growth as explained below. The rate of growth does not exceed the long-term rate of growth for the market in which
the Supply & Refining segment operates.

Significant assumptions used to calculate values of use:

Supply & Refining
Average refining margin in U.S. dollars a barrel for the period..........ccccoceeveeenene 6.17-6.51
Average rate of growth for extrapolation beyond the budget period........................ 1%
Discount rate DEfore taX......cceveruieierieriniineneeieetet ettt 8%

Management has determined the budgeted refining margin based on previous profit/loss figures and its
expectations of market performance. The weighted average rate of growth used does not exceed the forecasts contained
in industry reports. The discount rates used are specified before tax and reflect specific risks that apply for the various
segments.

No impairment need has been identified for goodwill, even if a change in conditions is changed as follows:

Refining margin 20 percent lower, growth rate of (1) percentage and a discount rate 2 percentage points higher for each
segment.

Other intangible assets

2018 2017
OPCIUIIE COST.cuenvitieieeuientetente et et eut et et et sttt sbe bt estest et e s tesbesaeebeeaeeab et entenbesaeebeeaeebsensennen 163 0
BUsSINess COMDBINALION ......c..ccuiruiiiiiiieiieieieiesteee sttt sttt s — 155
SAIES/DISPOSALS ...ttt sttt sttt ettt sttt ettt sh e eb et aen — —
Completion of cONStrUCtiONS 1N PIOZTESS ..c.veververuerureeeierientenierieeiteeeatetententeseesresseeeseneennes 8 8
Exchange-rate differences for the Year..........ccccveviieiiieriieiiieciiece e 3 0
Closing accumulated cost 173 163
OPENING dEPIECIALION. ......eovivirtirteriieiieieterte sttt ettt ettt st ettt ettt st et eeseneeneen 10 0
SAIES/DISPOSALS ...ttt sttt sttt ettt sr ettt ettt sr et aen — —
Depreciation fOr the YEar .........ceerieiiieiiirinierceeeeeree ettt 36 10
Exchange-rate differences for the Year ...........cococeeievieiiininininniieciccceeceeeee (1) 0
Closing accumulated depreciation 44 10

129 153

Carrying amount
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Construction in progress

2018 2017
OPEIUINEZ COSL..uvveurieitieeiteeiteeeteesiteeeteesseessseesseeasseesseessseessseessseessseessseessseessseesssessssesnsnennss 521 261
Capital expenditure during the YEaT.........ccccvevviieriieriiieniierie et este e see e seeeseeesane e 265 268
Completion of CONSLIUCLIONS TN PIOGTESS veeuvvrerurerrerierreeririerieesteesaeesreesseesreesneessseesaeenes (®) ®)
Exchange-rate differences for the Year ...........cccceceeiivieiiinininininiicccc e 1 0
CaITYING AIMOUNE ....euveeeitieeieeeiieeteeeteesiteeseteesseessteesseessseessseessseessseessseessseessseesssesssseensaennss 779 521

Construction in progress relates to capitalized expenses related to a major IT project.

The capitalized interest expenses for the year are SEK 23 million (14) were attributable to intangible assets,
relating primarily to one major IT project. The average interest rate applied is 6.3 percent (4.4).

Emission rights

Opening balance, 2018 ...ttt e 2,205,316
Number of emission rights allocated in 2018 ...........ccceeiiriiiieiiee e 1,900,914
Number of emission rights consumed 2017 which was cancelled in 2018..........c..cccveeenneneee. (2,045,086)
Number of emission rights purchased 2018 ...........c.oovviieiiiiiiieriieeeeeceee e 0
Number of emission rights SOId 2018 ........cooiiiiiiiiiieiieeeeeeee e 0
Results swap of emission rights in 2018........cccuiieiiiiiiiieiieiieeiie e 0
Closing balance, 2018 2,061,144
Number of emission rights allocated in 2019 .......cccoevviieiiiiiiiieiiieceeeeeee e 1,857,708
Results swap of emission rights in 2019......c..ccoviiiiiiiiinininiecceeee e 0
Number of emission rights before cancellation 2019 3,918,852
Prel. number of emission rights consumed in 2018 and cancelled in April 30, 2019............. (2,126,000)
Prel. balance after allocation rights April 30, 2019 1,792,852

The Group’s balance sheet account for emission rights decreases gradually for the current 2013-2020
trading period and is forecast to be at zero by the end of the period. The deficit until the end of 2020 is believed to be
700,000 tonnes, a deficit that is hedged with the purchase of futures. An application for a capacity increase will be made
in conjunction with commissioning of the HPU facility in Gothenburg in 2019. Allocation of new emission rights for this
facility is expected to be approved and compensate for increased emissions. We therefore maintain our current forecast
for the period.

Phase 4, the 2021-2030 trading period, is largely known at his time. As a refining business, Preem will
continue to receive free allocation in Phase 4. District heating will continue to receive 30% free allocation until 2030.
Allocation for Phase 4 depends on where the industry lands in the given interval: 0.2% to 1.6%.

Operational data will be collected from all industrial enterprises in Europe with free allocation and a
decrease will then be determined based on how the industry has performed. The better the industrial enterprises perform,
the faster the free allocation will decrease between 2021 and 2030. The futures prices for emission rights increased
sharply during the year from EUR 7 to EUR 20. The price increase on emission rights is primarily due to the fundamental
changes in the trading system. New political decisions mean that as of January 1, 2019, the large excess offering of rights
in the system will begin to decrease.
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NOTE 16. PROPERTY, PLANT AND EQUIPMENT

2018 2017
Land and buildings
OPEIUINEZ COSE..uvreeurieitieeieeeitteeteesiteeateessseeasteesseessseesseessseessseessseesssesnsseessseessseesssessssesnsseenss 2,969 2,943
INVEStMENtS TOT the YEAT ...c.vieeiiiiiieciie ettt re e eaeesaae e 46 —
BUSIness COMDBINALIONS ......cc.eeruieiiriiiieriieniieieete ettt ettt sttt sb e e e saee e 6 —
SAIES/DISPOSALS ...ttt ettt sttt ettt et sttt ettt sh s bt aen (55) (5%)
Completion of CONSLIUCLIONS 1N PIOGIESS .eeuvveerererrerierreeririerreesieesaeessreesseessreesaeessseesaeses 296 84
Exchange-rate differences for the Year ...........cccecceeeviiiiininininniiecece e 5 0
Closing accumulated cost 3,267 2,969
OPENING AEPTECIALION. ... .eeitieetieeiieeiieeteeeteesteeeteesteestteesteessteessaeessseessseessseessneessseessneenes 1,604 1,546
SAIES/DISPOSALS ...ttt sttt sttt ettt sttt ettt sh e eb et aen (51) (36)
Depreciation fOr the YEar .........ceeieiiiiiriiriniereteeeeee ettt 102 94
Exchange- rate differences for the Year.........ccccvevvivriiiiiiieiiieceeeeee e 0 0
Closing accumulated depreciation 1,655 1,604
Carrying amount 1,612 1,366

2018V 2017

Plant and machinery™

OPCIUIIE COSTenvenrititerieeiteutet et st et ettt et et et st ettt ebe e bt eas et et et sae e bt ebeebtentenbenbesaeebesueeneens 17,885 18,805
SalES/DISPOSALS ....eeeeiieiieieeie ettt sttt e sttt enteenaeenaenseenseenens (2,376)  (1,431)
Completion of CONSLIUCTIONS 1N PIOZIESS ...evvevrerrreiieieeiiesiientienteeteeeesresseesseesseeseenseeneens 501 510
Closing accumulated cost 16,010 17,885
OPENING AEPIECIALION....c..eeueeutirtirtiriertieitet ettt ettt ettt sttt et ettt b et et be st eneens 12,572 13,341
SalES/DISPOSALS ....eeeeeiieiieieeie ettt ettt ettt ettt enteenaessaeseenseenens (2,338) (1,354)
Depreciation for the YEar ........coeiiiiiiiiiie e 576 585
Closing accumulated depreciation 10,810 12,572
Carrying amount 5,200 5,313

(1) Planned residual value includes platinum and palladium at SEK 143 million (143).

2018 2017
Capitalized turnaround costs
OPEIUINEZ COSL..uvreurieiiieetieeiteeetteeiteeateesseessteesseeasseesseessseessseessseessseensseessseessseesssesssseensaeenss 1,466 1,489
DISPOSALS ...veeitieeiiie ettt e sttt et e et e st e e tbe e s abe e tbeensaeetaeeane e taeennaeenns (402) 477)
Completion of CONSLIUCLIONS TN PIOGTESS .eeuvveerurerrerierreeririerreerieenaeessreesseesreesnesssseessaeses 20 454
Closing accumulated cost 1,084 1,466
OPENING AEPTECIALION. ... .eeivieeiieeiieeiieeiteeetee st eeteesteeseteesaeessaeesaeessseessseessseessnesnsseessnennes 828 1,102
DISPOSALS ...veiiteeeiiie ettt ettt sttt s b e et e e st e e tbe e s aaeetbeensaeentaeeaae e taeennaeenns (402) 477)
Depreciation fOr the YEar .........ceeveeiiiiiiriniereeteeee ettt 219 202
Closing accumulated depreciation 645 828
Carrying amount 440 638

2018 2017
Equipment, tools, fixtures and fittings
OPCIUIIE COSTenventititirteeiteutetente sttt ettt et et et e st ettt ebeeaeeas et et e bt sae e bt ebeeb s et entenbesaesbesueeneens 1,556 1,507
Investments during the Year........cccvviiiieiii ittt sae e 3 2
SAIES/DISPOSEALS .....eeuvenriiiieeieeitetet ettt ettt sttt ettt et sttt et be st eaee (99) (84)
Completion of cONStruCtions IN PIOZTESS ......coververrerrerrireeienientenierieeieeeetreretenseseessesieeneenes 67 129
RE-CIASSTIICAtION ...ttt st sttt et e — 3
Exchange-rate differences for the Year ..........ccoceeririiiiiiiniininiinecccccc e 0 0
Closing accumulated cost 1,526 1,556




2018 2017
OPENING AEPTECIALION......vvietieeiieeitie et eitteeieeertteeieeeteesteeebeesbeeesseessaessseesseessseesseessseens 1,170 1,139
SaAlES/DISPOSALS ....eeevieeiiieeiie et eite et e e et e et e st e et e e beesbee s beeebeeebaeenbaeebeeenbeeenraeenreennns (96) (79)
Depreciation fOr the YEAT .......cecuiieciieiiieciie ettt e e e eb e e sbeessbeesebeesnsaens 105 108
RE-CIASSTIICAtION ...ttt et sttt et et — 2
Exchange-rate differences for the Year ..........ccocceeriririiiiinininiinccecc e 0 0
Closing accumulated depreciation 1,180 1,170
Carrying amount 347 386

2018 2017
Constructions in progress
OPCIIIE COST.cuenvtnieutentitintteteet ettt et ettt sbe et e et ettt s bt sbeebt et et enae st e e besbeebeestentenseneenes 1,978 1,087
SAIES/DISPOSALS ...ttt ettt sttt ettt ettt sttt ettt 0 —
Capital expenditure during the Year..........ccccvveriieriiieiieeie ettt 1,771 2,067
Completion of CONSLIUCLIONS N PIOZTESS ..eevvveerrrrerrieerrreeireesireerieeetreeseeessreesseeesseeenseesens (774)  (1,176)
Exchange-rate differences for the Year ........c..ccceevevieninineicniencicnnscceececce e 0 0
Closing accumulated cost 2,975 1,978

Capitalized interest expenses for the year were SEK 18 million (22) relating primarily to the balance sheet item

“Construction in progress”.

The average interest rate is 3.4% (4.4%).

NOTE 17. PARTICIPATION IN ASSOCIATES

No. of Participating Carrying

Swedish companies Corp. ID no. Reg. office shares interest % amount

AB Djurgardsberg .........cccoeevveiieiinienienieeie e 556077-3714 Stockholm 366 37 0

Goteborgs Smorjmedelsfabrik, Scanlube AB....... 556287-6481  Gothenburg 50,000 50 5

SUNPINe AB ....c.vvieiiieiiieieceee e 556682-9122 Pitea 16,685 25 208

Lignolproduktion AB .........ccccocevininenniinieiennns 559095-1116 Stockholm 249,999 25 25

Total 238

2018

Assets Liabilities Equity Income Net profit/(loss)

AB Djurgardsberg .........ccveevveiieienienieieere e 3 3 0 5 0

Goteborgs Smorjmedelsfabrik, Scanlube AB.............. 205 190 15 413 (1)

SunPine AB.......coooiiiiiieeee e 1,025 421 604 1,458 179

Lignolproduktion AB .........ccccocevininienieniienininienenenn 75 75 0 — 0

2017

Assets Liabilities Equity Income _Net profit/(loss)

AB Djurgardsberg ..........ccoevveveerieniieieeieceeeeeeeeneenn 3 3 0 6 0

Goteborgs Smorjmedelsfabrik, Scanlube AB.............. 165 148 17 387 1

SunPine AB™ .....oooiiiiiiiiieeeeeeee e 772 167 605 1,203 203

* The information above is 100% of the companies’ assets, liabilities, equity, income and net profit/(loss).

2018 2017
OPENING DAIATICE ...ttt sttt ettt st eneen 194 168
DIVIAENA ..ttt ettt st (25) (25)
Capital expenditure during the YEaT.........cccierviieriieriiieiiieeie et ste e sae e see e aeesene e 25 —
Profit PartiCIPatION....cc..covirtiriiriirierieeitetet ettt ettt ettt ettt 44 51
Closing balance 238 194

Goodwill is included with SEK

79 million.
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NOTE 18. RECEIVABLES FROM RELATED PARTIES

2018 2017
OPENING VAIUC......viiiiiieeiieeiieeiteeiteeiee et e eeeetteesteeebeeeaeesbaeeseesstaeeseessseenseeesseenseesnses 0 0
Change dUring the YEaT.........cccuiiiiiieie ettt e ee e e et eeaaeebaeeeeeenees 157 157
Allowance for doubtful receivable CMGO ........ccccoevereriiiieiininineneeeeeeeeeeene e (157) (157)
Closing value 0 0

The receivables from affiliates line item relates to an interest-bearing receivable from affiliate Corral Morocco
Gas & Oil AB (CMGO). In the annual financial statements for 2016, a provision of SEK 1,724 million was made for
Preem’s receivable from CMGO based on the estimated value of the company’s assets. The receivable totaled SEK 0
million after the provision but is subject to a market-based fixed interest rate of 5 percent of the original receivable of
SEK 3,136 million. A provision of SEK 157 million was made in 2018. No collateral has been pledged for the Group’s
receivable from CMGO.

The prospects of CMGO repaying funds to Preem under the aforementioned note are dependent upon success in
the legal proceedings, regarding ownership rights to the Moroccan company SAMIR, which CMGO (through its
subsidiary Corral Morocco Holdings AB) initiated against Morocco at ICSID (International Center for Settlement of
Investment Disputes) in Washington in early 2018. During 2018, the Board of Directors of Preem, including all
independent directors, have unanimously adopted a resolution to the effect that Preem, within certain specified
boundaries and conditions, should financially support CMGO's legal proceedings against Morocco at ICSID as well as
certain other legal proceedings pertaining to SAMIR. The Board of Directors is of the opinion that these measures are
beneficial to Preem as they uphold the possibility of getting repayment from CMGO.

NOTE 19. OTHER SHARES AND PARTICIPATIONS

2018 2017
OPeNning CarTYING AIMOUNL .....cc.eeeueerrierreenreessreesereessseessseessseessseessseessseessssessseesssesssseessaesnss 26 28
TMPAITIMNENLE LOSSES ..uvieiiieiiieeiie ettt ettt ettt e sttt e s aeestaeesaaeestaeessaeensseensneesseesneenes (20) —
PrOTIE/LLOSS ettt ettt e st ettt et e s e n e st e s e e ne e neenneenneens 5 (1)
Carrying amount at end of period 11 26

No.of  Participating Carrying

Company Corp. ID no. Reg. office shares interest % amount

Slackmedelscentralen—SMC AB ................... 556488-8583  Stockholm 117 12 0
SPIMFAB—SPI Miljosaneringsfond AB........ 556539-4888  Stockholm 1 1 0
VindIn AB ..., 556713-5172  Stockholm 100 9 10
Gotene E.D.F. Elféreningen, co-operative ...... 0
SSH Svensk Servicehandel................ccceeeuneenn, 0
Total 11

NOTE 20. INVENTORIES

2018 2017
L A 10 1<) 6 T | DR PRRN 3,465 4,978
FIniShed ZO0AS. ......i ittt ettt e st e e s e e ens 7,079 5,713
Total 10,543 10,691

The cost of inventories in the Group includes the equivalent of SEK 183 million (15) of volumes of inventories
out on loan. Borrowed inventory volumes corresponding to a total inventory value of SEK 78 million (97) are not
included in the inventory value.
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NOTE 21. TRADE RECEIVABLES

2018 2017
BT 1 o (= o1 A 21 o) (TSP 4,328 4,681
Reserve for doubtful debts........coeieeiiiiiriiriniiirceeeccee e (10) (7)
Fair value of trade receivables 4,318 4,674

The impairment principle changed in 2018 in connection with new principles in IFRS. Through a historical
analysis in 2017 and 2018, it was established that the uncertainty remains steady at 0.01% of the total trade receivable
stock at the time the receivable was generated and this is continuously reserved. All trade receivables over 90 days are
reserved in their entirety. The age analysis of trade receivables is shown below:

2018 2017
LesS than 10 days........cceeeierieieiieie ettt ettt eseee s e seeseenneeneeses 148 121
Between 10 and 20 days .....c..coeeereeieieieieniiesce ettt 100 26
Between 21 and 30 dayS ....cceerieiieiieieeesee e 34 5
MOTE than 30 AYS .....eeevieiiieeiieeieeeiee ettt et ettt e st e eseteeseaeestbeessaeessseessaeesaeensneenes 88 25
Total 371 176

Receivables in the reserve for doubtful trade receivables are as follows:

2018 2017
At the beginning of the PeTiod........cccviiiiiiiiiiiiieiieceeeee e saae e 7 6
Provision for impairment of trade receivables/unused
amounts 1evVersed fOr the YEaT.........occuiiiiiiiiiecieiiece et seae e 15 7
Confirmed 10sses dUring the YEar ..........ccccoirireririiieiieneeneeeeeeteeeee e (12) (7)
At the end Of the PEriod .......coccviiiiiiiiieiiieceeeeeee e e 10 7

Provisions for and reversals of reserves for doubtful trade receivables are included in the functions to which they
relate in the consolidated income statement. Amounts recorded in the impairment account are usually written off when
the Group is not expected to recover any additional cash or cash equivalents.

Other categories within trade receivables and other receivables do not include any impaired assets.

The maximum exposure for credit risk on the balance sheet date is the fair value for each category of receivables
mentioned above.
NOTE 22. CASH AND CASH EQUIVALENTS

Cash and cash equivalents in the balance sheet and the cash flow statement include the following with an expiry
date less than three months after acquisition.

2018 2017
Cash and bank DalanCeS..........ccooovurriiiiiiiiiiee e e e e e e eea 1,423 1,083
1,423 1,083
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NOTE 23. PENSION OBLIGATIONS

2018 2017
Defined benefit obligations and the value of plan assets
Wholly or partly funded obligations:
Current value of defined benefit Obligations ...........ccceeviieriieeriienieeiiecee e 654 624
Fair value of plamn @SSELS......c.cvirerieiiieiinieninenicee ettt st (634) (652)
Net wholly or partly funded obligations ..........ccceeerveerieiiieerie et 20 (28)
Unfunded obligations:
Current value of unfunded defined benefit obligations ..........ccceeveveeriieriieenieenieeieeieee 84 87
Provision, endOWMENt INSUIANCE ...........c.eeevieriieerrienreenireeeiteesreesseessreessaeessseessneessseessneenes 55 50
Net amount in balance sheet (0bligation +, aSSEt —) ......ccoveeriireiieeriieeiie e 159 109
The net amount is recorded in the following items in the balance sheet:
ProviSiONs fOr PENSIONS. .....veeeiiiiiieiiieiieeeiie st eetee et ettt e ste e sttt e saeessseessseessseessseesseensneenes 159 109
The net amount is divided among the following countries:
SWEACTL ...ttt ettt b et b e bt ettt sate bt e nbe et et eas 159 109
Pension expense
The amounts recorded in the consolidated income statement are as follows:
Defined benefit plans 2018 2017
TINEETEST EXPEIISE ...veeivieeiieeieeeiie et e et e st e sttt e ste e ettt e sbeessbeessbeensseessseesseansseesseenssessseensnennes 16 17
Expected return on plan @SSELS........ccueuerreririrenirieteierentene ettt ettt (15) (15)
Total cost of defined benefit Plans...........cccvevrciieiiieiiieiiieceee e 1 2
The amount that is reported in the comprehensive statement of income is as follows:
2018 2017
Actuarial gain (+)/loss (—) on defined pension plans..........ccccocevereeierierieninincneneeeenenn 47) 2)
Tax attributable to items relating to the comprehensive income ...........occceevveerveeneeennennns 10 0
Total comprehensive income for the year, net after taX........occoceeevveerieninennencnccieeenne. 37 ?2)
The change in the defined benefit obligation during the year is as follows:
2018 2017
Opening gross amount in balance ShEet............ccoeriiviiiiirininiennieee e 711 702
Payment 0f DENETILS ......ccuieviuiiiiieciieciie et st (29) (29)
INEETEST EXPEIISE ...vveuvieeiieeiie ettt ettt et te et e etee et eeteeebaeeteeestaeeseeesaeenseessaeenseessseensnennes 16 17
Actuarial Profit (—), Loss (+) for the year on the obligations:
REVAIUALION ..ottt sttt et e 10 1
Actuarial Profit/loss on change in financial assUMpPtions .........c.cceeevveeecieeriieeecieesiveeenennn 28 28
EXperience adjusStimMents .......c..coeeeeeeieiiniinienenieeitecet ettt et st 3 (8)
Closing net amount in balance SHEEt..........cccueeriieriiiiiieie e 738 711
The present value of obligations benefits to plan members according to as follows:
Active members: 0% (0%)
Blanche holders: 58% (59%)
Old-age pensioners: 42% (41%)
The change in the fair value of plan assets during the year is as follows:
2018 2017
Opening gross amount in balance ShEet...........cceevvieriiieriieiiiieriiecie e (652) (641)
Payments Of DENE LS. .......cccuiiiiiiiiiieiie ettt e 21 21
EXPECLEA TELUIM.....eeiutieiiieeiieeiie ettt ettt ettt e et e sttt e s e e taeesaaeesseessseessaeensneensseensneenes (15) (15)
Actuarial gain (+) or loss (—) for the year on the plan assets...........cccecveveerierieneenienene, 11 (16)
Closing gross amount in balance ShEet............ccuevvieriiieiiieiiieeriiecie e (634) (652)




The actual return on plan assets totaled SEK 4 million (32).

2018 2017
Actuarial assumptions
DISCOUNT TALE....c.cvevenieieienieientceetenteeete ettt 2.20% 2.35%
Future salary inCreases.......ccceecuieevueeeiiieiiieeeieesieenieesieesveesveennnes Not applicable Not applicable
Staff tUIMOVET .....viiiieeiiecteeeeeeee et Not applicable Not applicable
INFIALION .oveiiiiieiircc e 2.0% 1.9%
Expected average remaining period of S€rvice........c..coceeeevennnee. Not applicable Not applicable
Life adoption ......cccceceeieieienieninenenercetccee s DUS 14 tjm DUS 14 tjm
The duration of benefit 0bligations...........cccecveverererenericenennenne. 15 16
Plan assets consist of the following
Interest-bearing SECUIIIES ......coevveruerereeieiereeneneseeeeeeeeeene 55% 57%
SRATES ..ttt 33% 32%
REAL ©STALC......eeeeeeiieciieiieieee e 12% 11%
] | SRR 100% 100%

The expected return on plan assets is established by reference to the expected return on the assets covered by the
current investment policy. The expected return on investments with a fixed interest rate is based on the return received if
these securities are held until maturity. The expected return on shares and real estate is based on the long-term return that
has occurred in the relevant market.

Present value of Percentage
obligations change

Sensitivity analysis
Discount 1ate +0,5%0 ..veeoueierieeiie et 673 (9%)
Discount 1ate —0,5%0 c...oeeierieieeiiee e 812 10%
Inflation/pension indeXing + 0,5% .....cccevererieienieneneneeeeeeeeeene 817 11%
Inflation/pension indeXing —0,5% ......cccooevererieniencneninenceeeeenen 668 (9%)
Expected lifetime 4 1 Year........cccueevevvereninienenieieicniencsceceeeeenen 782 6%

Contributions for defined benefit plans are estimated at SEK 0 million in 2018, as the transition to Alecta took
place on January 1, 2008 and the former plan was paid up. The Group pays a fixed fee for the defined benefit
pension plan to a separate legal entity (Alecta). The Group has no legal or constructive obligations to pay additional
contributions if this legal entity does not have sufficient assets to pay all employee benefits associated with the
employees’ service during the current or previous periods.

NOTE 24. OTHER PROVISIONS

Restoration for the

environment" Other Total
Opening balance 2018 ........ccccoeviriririeeiiniieneneeeneeeeeeeeens 63 79 142
Provisions during the Year ...........cecceceeveeienienienenineneneeecieens 110 0 110
AMOUNTE USEA.......eieuiieiieeieciieciteie et neas 4) @) (8)
Unutilized amounts that have been reversed ............cccceevvvvenen. — — —
Closing balance 2018.......c..coceviririniiieiiieeneneee s 169 75 244
Opening balance 2017 .......ceeevierieeniienieeriieeie e esve e 66 0 66
Provisions during the year ...........cceeeeveeveieeniieniieenieenieesee e 4 79 84
AMOUNE USEA....eeevieiiieeiiieeieeeieeeteesteesreesireesaeesireesneesaneensneenes @) — @)
Unutilized amounts that have been reversed ............cccceevevveenenn. — — —
Closing balance 2017.......cccvevvieriieniieiieeieeeie e 63 79 142

(1) The closing balance includes a provision made in Preem AB for remediation of soil in connection with the decommissioning of the Loudden

depot and remediation of a ditch at the refinery in Gothenburg. The provision has been capitalized as a non-current asset (land and land improvements)
with a depreciation period corresponding to the remediation period, which is forecast to be completed in December 2019 for Loudden and 2022 for the
ditch at the refinery in Gothenburg. In 2018, further provisions were made in an amount of SEK 110 million for remediation of soil in depots.
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NOTE 25. BORROWINGS

2018 2017
Long-term loans
Parent company
Bond loans investors in EUR ........cc..uvviiiiiiiic e 5,857 5,614
Bond loans investors in SEK ........cocoiiiiiiiiii e 500 500
Shareholder loans, subordinated in EUR .........cccccvviiiiiiiiiiiiieeeeeeeeeeeee e 2,226 1,933
Shareholder loans, subordinated in USD .........ccoovuviiiiiiiiiiiieiieeeeeeeeeee e 867 721
Shareholder loans, other in EUR ........ccccooiiiiiiiiiiiic e 38 119
Shareholder loans, other N USD .......cccuuviiiiiiiiiiiee e 1,530 2,098
Total long-term loans, Parent Company .............c.c.coccooceenieniiiiniinienieneeeeeeeeee 11,018 10,986
TraNSACTION EXPEIISES ..eeuvrerrrreeieeeireerieeeteeeteeestreenteeeseeeseeesseesseessseesseessssesssessnsssenseesnses (144) (204)
Net total long-term loans, Parent Company..............ccccceccvieviienieenieenieenie e 10,874 10,781
Group companies
L0anS 10 SEK .....oviieiiiiieieeee et e e e e 1,500 1,500
L0ans in USD ..o 5,383 2,964
Total long-term loans, Group COMPANIES ............ccccveeruieeriiierieiiieerie e e eieeeneee e 6,883 4,464
TTaNSACHION EXPEISES ... eeuvrerrrererenrienreatesseesseesseesseesessesseesseesseaseanseensesssessaesseesseessesnsesnnes (189) (291)
Net total long-term loans, Group companies...............c.cccocceeeeviieiiiniienienieneencennennne. 6,694 4,173
Total long-term 10ans, GrOUP ..........ccoceeiiiiiiiiiiiiiiiieee et 17,900 15,449
TraNSACTION EXPEIISES ..eeuvreeurreeireeireeieeetreeteeesteeesteeeteeesseeessaeesseessseesseesnssesssessnsssensessnses (333) (495)
DIEPOSIES .veeeeiieeiie ettt ettt et e et et e et e et e et e et e e b e e b e ebee e tae e taeebaeentaeetaeenneeenees 18 18
Net total long-term 10ans, GrOUP ...........ccccooovieiiieiiieiie et 17,585 14,973

2018 2017
Short-term loans
Group companies
L0ans in SEK .....coiiiiiee ettt 105 —
L0anS 1N USD ....iiiiiiiiciie et ettt ettt e te e e te e e tbe e aae e bbeebaeebaeenaaeenees 383 903
Total short-term loans, Group companies...............c.cccoceoieeieiieiiinieniieneeneeeeeeeee. 488 903
TTaNSACHION EXPEISES ... veuveerriererenrienreateestesseesseesseesessesseesseesseaseanseensesssesssesseesseessesnsesnns — —
Net total short-term loans, Group COMPANIES ............ccceevvieriieiieenieeieeie e 488 903
Total bOrrowing, GIrOUP.........coccieeiiiiiiiiiiiiiieete ettt 18,406 16,370
Net total DOrrowing, GIroOUP ...........ccccooiieiiiiiiiieiie ettt see e e seaeetaeeene e 18,073 15,875

Repayment plan 2019 2020 2021 2022- Total
Amortization schedule...........cceevveeniienieiniieennn. 488 6883 11018 18 18 406
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Loan conditions, effective interest rate and maturity structure:

Nominal Value Effective Less than More than
Local Currency Interest Rate 1 Year 1-5Years 5 Years
Long-term loans
SEK, variable interest........................ 1,500 3.53 — 1,500 —
USD, variable interest........................ 600 6.08 — 5,383 —
EUR, fixed interest rate ..................... 790 11.34 — 8,121 —
USD, fixed interest rate ..................... 267 6.98 — 2,397 —
SEK, fixed interest rate...................... 500 12.25 — 500 —
Short-term loans
NOK, utilized overdraft facilities ...... — — 105 — —
USD, utilized overdraft facilities....... — — 114 — —
USD, variable interest........................ 30 6.36 269 — —
Total borrowing...........c..cccoevuvenee. 488 17,900 —
Transaction eXpenses..........c.cceervennene — (333) —
DepOSItS ..c.veveieriirienieeiiceeeeee e — 18 —
Total borrowing incl. deposits and
transaction expenses.................... 488 17,585 —
18,073

The remaining average fixed-interest period as of December 31, 2018 was approx. 19.54 months.
Compliance with special loan conditions
Borrowings totaling SEK 7,371 million in both SEK and USD consist of a syndicated loan and are subject to a

clause requiring compliance with the terms of the minimum level of equity, the ratio of net debt to equity, the interest
coverage ratio and the ratio of net debt to adjusted EBITDA. All conditions have been met as at December 31, 2018.

NOTE 26. BANK OVERDRAFT, ETC.

2018 2017
Authorized credit limit bank overdraft ............cccoecvieriieiiieniiee e 628 412
Utilized credit limit bank overdraft ...........ccoooiiiiiiiiiiininccc e (219) (79)
UNUtHZEd @leMENL.......cccuiiiiieeiiieie et e e et eebeesbaeenbeesnbaeensee s 409 332
Other unutilized credit
Authorized credit IMIt........cviiiiiiiie e et e e ve e v e e veeebeeebaeeree s 3,809 4,580
Total UNULIHZEA CTEAIL......cccvieeiieiiieeiie ettt e saeeseae e aae e saeesaeenes 4,218 4,912
The line of credit for checking account is divided in NOK and USD.
NOTE 27. DERIVATIVES
2018 2017
Assets Liabilities Assets Liabilities
OIl dETIVALIVES ..vveeevieciieeeiiiecie ettt e e e esve e veesaveeeneas 2 1 — 3

Derivatives available for sale are classified as current assets or current liabilities. The full fair value of a
derivative is classified as a non-current asset or non-current liability if the item’s outstanding duration is more than
12 months and as a current asset or current liability if the item’s outstanding duration is less than 12 months.

The maximum exposure to credit risk as of the balance sheet date is the fair value of the derivatives recorded as
assets in the balance sheet.
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Oil derivatives
The oil derivatives contracts are held primarily to economically hedge price changes in petroleum products. The

nominal amount outstanding for oil derivative contracts were as per December 31, 2018, long positions SEK 225 million
(52) (incl. emission right futures) and short position SEK 1,510 million (1,900).

NOTE 28. OTHER LIABILITIES

2018 2017
ValUe AQAEA TAX...ooiiiiieiiiiiee ettt ettt e e e e ettt e e e s e s eaaaeeeeeesessnnaaeeeeesenns 517 465
EXCISE DIUES!™ ...t e e e e e e s e s e s s eeeeseeeeeean 771 817
(03515 0 5 F:1 031 U8 (=TSRRI 185 131

1,472 1,413

(1) Excise duties refer to energy tax, carbon dioxide tax, sulfur tax and alcohol tax.

NOTE 29. ACCRUED EXPENSES AND PREPAID INCOME

2018 2017
Purchases of crude 0il and products ...........ccocverierieii e 2,062 3,159
POISOMNEL ....oiiiiiiiiiicieecee ettt ettt et e e et e e et e e e taeesabeesabeessbeessseessseesseesseeseeanes 323 307
BT 053 ( 1] SRR UUTUUUPPRIOt 379 363
(011 1< T USROS OO U U RSO U PRSP PUUUPURURPSRUUPPROt 1,059 647

3,823 4,477

NOTE 30. PLEDGED ASSETS AND CONTINGENT LIABILITIES

2018 2017
Pledged assets
Shares 1N SUDSIAIATIES ......eeeeiiieeiiieeieee e et e e e e eeetar e e e e e e eeaaaeeeeeeseesaareeeeeeeeanns 12,890 12,250
Property MOrtGages ........cc.eevieeiiiiiiiiniieiiete ettt et 4,000 4,000
FIOAtINE CHATZES ...veveieeiieiiieie sttt sttt et 8,000 8,000
DIEPOSIES .ttt ettt et ettt et bbbt et eneen 118 125
Trade TECEIVADIES ...ttt e e e e e e e e e e s e s snaaaeeeeeeesaan 4,076 4,408

29,084 28,783

Contingent Liabilities

Sureties in faVOUL OF @SSOCIALES .....eiiiiiiiiiiiiieieeeeeeeiee e e e e e esaaereeeeeeenas 96 93
GUATANLEES FPG/PRI ......ooooiiiiieeeeee ettt e e e e e e eeaaeeeeeeeeaan 1 2
98 94

The real estate mortgages, floating charges, inventories and trade receivables refer to pledges in regards to
fulfillment of obligations the Group’s syndicated bank loans.

The deposits relate primarily to guarantees issued in connection with trade in oil derivatives. These amounts fall
due for payment if the Group does not meet its commitments.

Other contingent liabilities

A future close-down of operations within Preem may involve a requirement for decontamination and restoration
works. This is, however, considered to be well into the future and the future expenses cannot be calculated reliably.
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NOTE 31. SUPPLEMENTARY INFORMATION FOR THE CASH FLOW STATEMENT

Interest paid and dividends received

2018 2017
Interest received/paid
Dividend reCEIVE. .....cc.uiiiiiiiiiieiieieeee ettt 25 25
INEEIESt TECEIVEA. ...ttt ettt st sb e et e s 8 6
TNEETESE PAIA ...ttt ettt e st e e tte e s aae e tbeessaeesaeenaae e saeennaeene (1,009)  (1,000)
Adjustment for items not included in cash flow, etc.
Depreciation 0f NON-CUITENT ASSELS .......eeverrreriieriierieeieeieseesteeteeeeeneeseeesseesseesseesseensesanenns 1,037 1,000
Impairment 0f NON-CUITENT ASSELS .......ceerveruirriririiriieeetententene sttt ettt st eeenees 27 80
Write-dOWN Of INVENLOTIES ... eeuvieeeieiieeeieeiiesiieie ettt see sttt et e eeaeeeaeseee s e seeseennesnneens 393 ()
Unrealized exchange rate 10SSes(+)/ZaINS(7) ..eoververueeeeienienienenenieeeteteneesie e 91 (55)
Unrealized losses(+)/gains(—) on financial Net...........ccocevierieriieriieiiiniesieceeee e 542 (127)
Unrealized losses(+)/gains(—) on 0il derivatives .........ccoceeveeiierienieniiiienicnieneeeee e (484) 70
Element of capitalized borrowing costs recorded as €Xpenses ..........ccveerveerveerveerveennennns 162 162
CapitaliZed INEETESE COST..eeiuirrriiiiieriieiiteeetee st eete e st ettt esteeseteesaeessseessaeessseesseeesseensneenes 384 366
5 0 013 ] 367 355
Capital gains/losses on disposal/retirement of NON-CUITENt ASSELS .......veeveveereveerreerireereennns 5 3)
Capital gains/loss from sale or disposal of business/subsidiary ...........ccccceevevierveerveennennns — (105)
PLOVISIONS ..cutintiiiiieitei ettt ettt st ettt ettt be et b et eae et eneen (10) 74
Profit participation in aSSOCIALES ...........oiiviieiiiiiiiiiteceec e (49) (50)
ORI ..ottt ettt h e a ettt e a e sb e bt b e bt ettt 4 —
2,469 1,758
Acquisition of subsidiary - Group
2018 2017
Acquired assets and liabilities
INtANGIDIE @SSELS......eeueeureiitiriirieeieetet ettt sttt ettt st 1 158
Property, plant and eqUIPMENt .........c..couiriririririeiectene ettt 33 1
DEferred taX @SSELS....uiiieeiieiieiieieeteete e te st ettt et et e st ettt ettt e te e s e teeseenbeenneenneenes — 0
Prepaid expenses and accrued INCOME.........covevuereeierienieneninericeetetetenee e — 1
Cash and cash eqUIVAIENLS ........ccccoceeiiriiriiririercet ettt 1 —
Total assets 35 160
Current provisions (6) 37
Operating Habilities ......c..coeriririiiieiiietere ettt ettt (1 —
Total provisions and liabilities 7 37
Consideration:
ConSIderation PAIA.......ccveeruieeiieeiieeiie et erte e erteereetee e eesteeetaeesaresssaeesaeeensaeenseeenes (27) (123)
Impact on cash and cash eqUIVAIENTS .........ccveeriiieriiiiiieie e (26) (123)
Reconciliation of liabilities arising from financing activities
Non-cash changes
2018 Exchange 2018
Opening Capitalized Capital rate, Closing
balance Cash flows interest contribution unrealized balance
Bank overdraft facilities 79 139 — — — 219
Syndicated bank loans 5,286 1,887 — — (22) 7,151
Deposits 13 (1) — * — 18
Senior notes 6,114 — — — 243 6,357
Subordinated notes 2,653 — 290 — 149 3,093
Shareholder loans 2,217 — 94 (908) 165 1,568
Total liabilities arising 16,369 2,026 384 (908) 534 18,405

from financing activities
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Non-cash changes

Bank overdraft facilities
Syndicated bank loans

Deposits
Senior notes

Subordinated notes
Shareholder loans

Total liabilities arising
from financing activities

Reconciliation of liabilities also refers to the Parent Company.

NOTE 32. FINANCIAL INSTRUMENTS

Financial instrument by category

Assets in balance sheet

Other shares and participations....................

Derivatives.............

Trade and other receivables.........................

Liabilities in balance sheet

Borrowings

Derivatives .............

Assets in balance sheet

Other shares and participations ...................

Derivatives .............

2017 Exchange 2017
Opening Capitalized Capital rate, Closing
balance Cash flows interest contribution  unrealized balance
103 (24) — — — 79
5,080 248 — — (43) 5,286
19 0 — — — 18
5,953 — — — 161 6,114
2,422 — 248 — (16) 2,653
2,829 — 118 (500) (229) 2,217
16,406 224 365 (500) (127) 16,369
2018
Assets
Assets measured measured Financial
at fair value at fair value assets
through through other measured at
profit/loss for the comprehensive amortized  Carrying Fair
year income cost amount Value
11 — — 11 11
...................................... — — 2 2
— — 5,339 5,339 5,339
........................... — — 1,423 1,423 1,423
...................................... 13 — 6,761 6,774 6,774
Liabilities at
Liabilities at fair fair value
value through through other
profit/loss for the comprehensive Other  Carrying Fair
year income _liabilities amount Value
— — 18,406 18,406 18,661
..................................... 1 — — 1 1
............................................ — — 4652 4652 4652
..................................... 1 — 23,059 23,059 23,313
2017
Assets
Assets measured measured Financial
at fair value at fair value assets
through through other measured at
profit/loss for comprehensive amortized  Carrying Fair
the year income cost amount Value
26 — — 26 26
— — 5,242 5,242 5,242
........................... — — 1,083 1,083 1,083
..................................... 26 — 6324 6350 6,350
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Liabilities at

Liabilities at fair fair value

value through  through other
profit/loss for the comprehensive Other  Carrying Fair
year income _liabilities amount Value

Liabilities in balance sheet

Borrowings — — 16,370 16,370 17,018
Derivatives ......ccoeevveeierienieniencecece e 3 — — 3 3
Other liabilities — — 5,391 5,391 5,391
TOLAL v 3 — 21,761 21,765 22,412

Financial instruments measured at fair value in the balance sheet

In the below table of financial instruments, measured at a fair value in the balance sheet, is divided into three
different categories:

Level 1: Fair value based on quoted market prices on an active market for the same instruments

Level 2: Fair value based on quoted market prices on an active market for similar instruments or on a valuation
principle where all variables is based on quoted market prices. This category contains oil derivatives in form of swaps
and options and interest rate swaps.

Level 3: Fair value is based on a valuation principle and material variables are not based on market price.

2018
Level 1 Level 2 Level 3

Assets in balance sheet
O11 AEIIVALIVES ..vvvveeieeieeeeeeieeee ettt ettt e e e e e e eeeiaaeeeeeesesnannes — 2 —

Liabilities in balance sheet
O1L AEIIVALIVES ..evvveeieeiieeeeeieeee ettt ee et e e e e e eeeraaaeeeeeesesnanaes _ 1 _

2017
Level 1 Level 2 Level 3

Assets in balance sheet
O1L AEIIVALIVES .. ittt et e e e e e eeraae e e e e e s esaaaes — — —

Liabilities in balance sheet
Ol dEIIVALIVES ..evvvvviiiiieeiiieeeeee et eeeeee e e et e e e e e eeaaees _ 3 _

NOTE 33. TRANSACTIONS WITH RELATED PARTIES

Relations with related parties which imply a controlling influence.

2018
Receivables Liabilities
Sales Purchase Dec 31 Dec 31

Transactions with Related parties

Ultimate shareholder..........c.ccccveevviieriieiiieeniieciecceeeee e, — — — 4,661
Associated COMPANIES.......c.ceveverrereriinereeieeereneeneenieneens 10 1,122 96
Other affiliates .......coocoveerierieniiiceeeeee e, 3 215 29
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2017

Trade Current
Sales Purchase receivables liabilities

Transactions with Related parties
Ultimate shareholder..........c.cccceevvieeviieiiieeniiecieeceeeee e, — — — 4,871
Associated COMPANIES........ceerviercveeriienieenreenreenreenneenens 24 882 — 89
Other related affiliates .........ccocvevceieriienieeniiecieeeeee 2 239 0 25

NOTE 34. OTHER NON-CURRENT RECEIVABLES
2018 2017
At start of year 91 47
Capital expenditures for the year:

ENdOWmENt INSUTANCE......cccvvieiieiiieeiieeiie et eeeeite et e eteeetteesteestbe e eaeetaeensaeensaeesneenens 4 8
PrOJECT ROCC..c..eviiieiiciietesteeie ettt sttt 28 36
124 91

NOTE 35. EVENTS AFTER THE CLOSING DATE

In January 2019, the Iso-Cracker was shut down in the refinery in Lysekil when one of the reactors was
damaged in a power outage. Repair work was completed, and the plant restarted in March. The cost of the production
loss for the three months is estimated at USD 36 million or USD 1.4/barrel. In connection with this, property damage also
arose.

The new hydrogen gas unit in the refinery in Gothenburg was started according to plan at the end of February
2019. A total investment of SEK 635 million with an expected short payback period (< 2 years). The unit allows
increased capacity for production of fuel based on renewable feedstock and greater desulfurization capacity.

Another initiative is the start-up of the new vacuum distillation unit (VDU) in Lysekil. This is another important
investment with good profitability that reduces the production of HFO and allows increased diesel production. The
expected payback period is three to four years, with first oil produced during the end of Q1, 2019.

Corral Petroleum Holdings and Preem are now progressing, in collaboration with various potential financiers, a
plan to refinance the Group, in which redemption of the 2021 Notes may be one possible component. The current target
is to finalize a refinancing during 2019, but this may vary due to a number of factors, including market conditions. As
mentioned in the previous quarterly report, the objective and structure of the refinancing will also include preparations
for the longer-term prospect that the Preem Shareholder may, at a future date, consider an initial public offering (IPO) of
Preem shares. It should however be noted that no decision regarding a potential IPO has been taken. This information
does not constitute a notice of redemption of the 2021 Notes, nor is it an offer to sell or a solicitation of offers to purchase
any securities.

Preem has entered into customary best efforts mandate letter agreements with three lead banks regarding the
potential refinancing of the existing debt of the Corral Petroleum Holdings AB group. As part of the mandate letter
agreements, the lead banks will assist the group in its planning and structuring of its overall debt financing. Preem further
expects that the mandated lead banks will coordinate the intended refinancing process, including to contact potential debt
providers. While details of the refinancing arrangements and timeline remain to be determined in full, both Preem's
current syndicated loan facility and the 2021 Notes are expected to be included in the scope of the potential refinancing.
Any new financing arrangements will be subject to, among other things, market conditions, negotiation of documents
satisfactory to Preem, satisfaction of customary closing conditions and other factors, any or all of which could delay,
prevent or alter such financing arrangements. This information does not constitute a notice of redemption of the 2021
Notes, nor is it an offer to sell or a solicitation of offers to purchase any securities.

Preem and Diamond Green Diesel have signed a non-binding Memorandum of Understanding to evaluate the
formation of a joint venture company for the construction and ownership of a new green feed unit facility located at
Preem’s existing Gothenburg refinery. The plant would be expected to be operational in 2024 and to have an annual
volume capacity of one million cubic meters of renewable diesel and aviation fuel. The purpose of the collaboration is for
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Preem and Diamond Green Diesel to evaluate the formation of a joint venture company, to be owned equally between
Preem and Diamond Green Diesel. This strategic alliance would build on the combined strengths of each party,
integrating supply of renewable raw materials to the new plant, as well as leveraging the collective operational
knowledge and valuable experience to maximize the value from the integrated value chain. The parties have engaged in
initial project development with an objective to reach a decision regarding the JV investment in late 2020. The
Memorandum of Understanding is non-binding and the strategic alliance as such is subject to finalization of binding
contracts, board approvals in each of the parties as well as applicable authority clearances.
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The Board of Directors and Shareholders:

RE: Corral Petroleum Holdings AB (publ)

This certificate is provided pursuant to Section 4.24(b) of the indenture for the Senior PIK
Toggle Notes due 2021 (the "Indenture'"), dated as of May 9, 2016, entered into between, among
others, Corral Petroleum Holdings AB (publ) (the "Company') and Deutsche Trustee Company
Limited, as trustee, (the "Trustee'"), and with reference to the annual audited financial statements of
the Company for the year ended December 31, 2018 delivered pursuant to Section 4.17 of the
Indenture. Capitalized terms used but not defined herein have the respective meanings specified in the
Indenture and all Section references herein are to the Indenture.

We confirm that in conducting our audit of the financial statements of the Company for
the year ended December 31, 2018, nothing has come to our attention that would lead us to
believe that the Company has violated any provisions of Articles IV, V or VI of the Indenture, it
being understood that we shall not be liable directly or indirectly to any Person for failure to
obtain knowledge of any such violation.

Stockholm, Sweden

2019-04-25
KPMG AB

L/\& M'Q)’L\*K'«U\,bv\

Hakan Olsson Reising
Authorized Public Accountant
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