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CURRENCY PRESENTATION AND DEFINITIONS 

Currency Presentation 

In this Business Update: 

• “$” or “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; and 

• “SEK,” “krona” or “kronor” refers to the lawful currency of Sweden. 

Definitions 

In this Business Update, unless otherwise provided below: 

• “2008 Credit Facility” refers to the combined SEK 7,200 million and $1,783 million revolving credit and term loan 
facility for Preem pursuant to a facilities agreement dated September 17, 2008, among Preem, as borrower, Merchant 
Banking, Skandinaviska Enskilda Banken AB (publ), Handelsbanken Capital Markets and Svenska Handelsbanken (AB) 
(publ), as mandated lead arrangers, and certain other financial institutions as lenders; Merchant Banking and 
Skandinaviska Enskilda Banken AB (publ), as facility agent (the “Facility Agent”), Skandinaviska Enskilda Banken AB 
(publ) as factoring bank and Svenska Handelsbanken AB (publ) as issuing bank, as amended by the First Supplemental 
Agreement and the Second Supplemental Agreement; 

• “Adjusted A1 Net Debt” refers to the consolidated interest-bearing liabilities of the Preem group as determined in 
accordance with generally accepted accounting practices less (i) (to the extent included in interest-bearing liabilities) 
outstanding facility A1 (as defined in the 2008 Credit Facility) letters of credit and facility A2 (as defined in the 
2008 Credit Facility) letters of credit and loans; and (ii) cash and cash equivalents; 

• “Adjusted Equity” refers to the aggregate equity of the Preem group as adjusted after (i) including any amount 
attributable to minority interests; (ii) excluding the effect of any revaluation of fixed assets on or following 
December 31, 2007; and (iii) deducting the amount of any loan made or dividend paid to pay the interest due for 
payment on the Existing Notes or the administrative costs of the Issuer, in each case, in accordance with the 2008 Credit 
Facility, plus the aggregate of any Subordinated Loans; 

• “Adjusted Net Debt” refers to interest bearing liabilities at any time as determined in accordance with generally accepted 
accounting practices less (i) (to the extent included in interest-bearing liabilities) outstanding credits under Facility A and 
Facility D (each as defined in the 2008 Credit Facility); (ii) consolidated cash and cash equivalents; and (iii) certain 
subordinated debt; 

• “Corral Finans” refers to Corral Finans AB (publ), which changed its name to Corral Petroleum Holdings with effect 
from November 26, 2008; 

• “Corral Petroleum Holdings” refers to Corral Petroleum Holdings AB (publ) (formerly Corral Finans AB); 

• “Equity” refers to the aggregate equity of the Preem group as adjusted after (i) including any amount attributable to 
minority interests; (ii) excluding the effect of any revaluation of fixed assets on or following December 31, 2007; and 
(iii) deducting the amount of any loan made or dividend paid to pay the interest due for payment on the Existing Notes or 
the administrative costs of the Issuer, in each case, in accordance with the 2008 Credit Facility. 

• “EU” refers to the European Union; 

• “Existing Indenture” refers to the indenture governing the Existing Notes dated as of April 12, 2007, between, among 
others, the Issuer and Deutsche Bank Trust Company Americas, as existing trustee; 

• “Existing Notes” refers to the euro-denominated Floating Rate Split Coupon Notes due 2010 (originally issued in an 
aggregate principal amount of €355 million) and Floating Rate Split Coupon Notes due 2010 (originally issued in an 
aggregate principal amount of $350 million) issued by Corral Petroleum Holdings; 

• “First Supplemental Agreement” refers to the first supplemental agreement relating to the 2008 Credit Facility among 
Preem, Moroncha Holdings, Petroswede AB, Svenska Petroleum Exploration AB, Handelsbanken Capital Markets, 
Svenska Handelsbanken AB (publ) and the Facility Agent, dated April 8, 2009; 
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• “Former Corral Petroleum Holdings Acquisition” refers to the purchase by Corral Petroleum Holdings of all the issued 
and outstanding shares of Former Corral Petroleum Holdings from Moroncha Holdings in exchange for SEK 
6,500 million paid by issue of the Moroncha Note in the amount of SEK 6,500 million; 

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

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

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

• “Moroncha Note” refers to a promissory note issued by Corral Petroleum Holdings to Moroncha Holdings, in the 
principal amount of SEK 6,500 million, in connection with Former Corral Petroleum Holdings Acquisition; 

• “Preem” refers to Preem AB (publ) (formerly Preem Petroleum AB (publ)), the direct, wholly owned subsidiary of 
Corral Petroleum Holdings. Following the merger of former Corral Petroleum Holdings into Preem on October 30, 2008, 
Preem assumed all of the assets of former Corral Petroleum Holdings; 

• “Preem group” refers to Preem and all of its subsidiaries; 

• “Second Supplemental Agreement” refers to the second supplemental agreement relating to the 2008 Credit Facility 
among Preem and the Facility Agent, dated January 25, 2010; 

• “Subordinated Loans” refers to any loans made to Preem which are legally subordinated to the financial indebtedness 
owing under the 2008 Credit Facility, which must be incurred in accordance with the terms of the 2008 Credit Facility; 

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

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

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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RISK FACTORS 

This Business Update 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 Business Update. 

Risks related to our Business 

Our substantial indebtedness could adversely affect our operations or financial results and prevent us from fulfilling our 
debt obligations. 

We have and will continue to have a substantial amount of outstanding indebtedness and obligations with respect to 
the servicing of such indebtedness. As of December 31, 2009, our total debt on a consolidated basis (consisting of total long-
term debt and total current debt) was SEK 20,227 million (€1,954 million).  Our substantial indebtedness could adversely 
affect our operations or financial results and could have important consequences for you. For example, such indebtedness 
could: 

• make it more difficult for us to fulfill our obligations under any new notes issued in a refinancing and other 
agreements to which we are a party (see “Description of Certain Indebtedness”) and our failure to fulfill any 
such obligation could result in a default under the related obligation which could, in turn, result in a cross- 
default under our other indebtedness; 

• restrict our ability to borrow money in the future for working capital, capital expenditures, acquisitions or other 
purposes; 

• expose us to the risk of increased interest rates with respect to the debt we carry at variable interest rates; 

• make us more vulnerable to economic downturns and adverse developments in our business; 

• reduce our flexibility in responding to changing business and economic conditions, including increased 
competition in the oil and gas industry; and 

• limit our ability to take advantage of significant business opportunities, to respond to competitive pressures and 
to implement our business strategies. 

Corral Petroleum Holdings is a holding company with no revenue generating operations of its own. We depend on our 
subsidiaries and our shareholder to distribute cash to us. 

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 shareholder, dividends, permitted repayment of intercompany debt, if any, and other transfers of funds from 
Preem. Substantially all of Corral Petroleum Holdings’ assets consist of 100% of the share capital of Preem. 

Preem is currently prohibited from declaring any dividends or otherwise transferring any funds to Corral Petroleum 
Holdings under the 2008 Credit Facility, subject to limited exceptions as described elsewhere in this Business Update. See 
“Description of Certain Indebtedness—2008 Credit Facility.” 

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; 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 group, including the need for consolidation, liquidity or financial position of 
Preem and the group, would not be defendable. 

As a result of the above, Corral Petroleum Holdings’ ability to service cash interest payments or other cash needs is 
considerably restricted. Currently, Preem is not permitted to declare a dividend or make any payment to Corral Petroleum 
Holdings, and it is unlikely that this situation will change significantly. The April 15, 2009, July 15, 2009, October 15, 2009 
and January 15, 2010 interest payments on the Existing Notes were funded by our ultimate shareholder by means of equity 
contributions.  See “Related Party Transactions—Our ultimate shareholder.”  If equity contributions from Corral Petroleum 
Holdings’ parent company, Moroncha Holdings, or its shareholder, are not forthcoming, and Preem is unable to pay 
dividends or otherwise transfer funds to Corral Petroleum Holdings, then Corral Petroleum Holdings will be unable to pay 
interest on any new notes issued in connection with a refinancing in cash and will be required to pay interest in the form of 
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additional notes. 

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 principal and interest on any new 
notes issued in connection with a refinancing in cash, depends particularly on equity contributions from Corral Petroleum 
Holdings’ parent company, Moroncha Holdings, or its shareholder. We have no control over the timing or amounts of equity 
contributions from our parent company, Moroncha Holdings, or its shareholder, and there is no guarantee Moroncha 
Holdings, or its shareholder, will decide to make additional investments of equity at any time. In addition, Preem, our 
principal operating subsidiary, is affected by financial, business, economic and other factors, many of which we are not able 
to control. As described above, under the 2008 Credit Facility, Preem is prohibited from making dividends or other payments 
to Corral Petroleum Holdings. Moreover, the money generated from our subsidiaries’ operations may not be sufficient to 
allow Preem to make dividends or other payments to Corral Petroleum Holdings, if so permitted in the future. In addition, tax 
and other considerations may effectively limit or restrict any future ability to receive dividends from Preem. If we do not 
receive sufficient equity contributions, if Preem continues to be unable to transfer funds to Corral Petroleum Holdings, 
including through dividends, or if we otherwise do not have enough money, we may be required to refinance all or part of our 
existing debt, sell assets or borrow more money. If such a scenario were to occur, we may not be able to refinance our debt, 
sell assets or borrow more money on terms acceptable to us or at all. In addition, the terms of existing or future debt 
agreements, or potential joint venture, partnership or other alliance agreements, may restrict us from adopting any of these 
alternatives. 

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 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. In recent 
years, both crude oil and refined product prices have fluctuated substantially. Based on data from Platts, the price of Dated 
Brent crude oil during 2007 increased from $59 per barrel at the beginning of 2007 to $96 per barrel at the end of the year; 
during 2008, the price of Dated Brent crude oil increased from $97 per barrel at the beginning of the year to a peak of $144 
per barrel in July, and ended at $37 per barrel at the end of the year. In 2009, the price of Dated Brent crude oil has increased 
from $40 per barrel at the beginning of 2009 to $78 per barrel as of December 2009. We are dependent on third parties for 
continued access to crude oil and other raw materials and supplies, as we buy 100% of our crude oil on the spot market. 
Therefore, our inventory of crude oil and refined products is exposed to fluctuations in price. These fluctuations have an 
impact on our results and on our compliance with the financial covenants of our lending arrangements. See “Description of 
Certain Indebtedness—2008 Credit Facility—Financial Covenants.” We estimate that a change of $1.00 per barrel in the 
price of crude oil would result in a corresponding change in our EBITDA of approximately SEK 84 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. 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 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 and Russia; 

• actions by OPEC to regulate crude oil production levels; 

• the availability of crude oil and refined product imports; 

• worldwide inventory levels of crude oil and refined products; 

• the availability and suitability of competitive fuels; 

• the extent of government regulation, in particular, as it relates to environmental policy; 
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• market imperfections caused by regional price differentials; 

• local market conditions and the level of operations of other refineries in Europe; 

• 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); 

• seasonal demand fluctuations; 

• expected and actual weather conditions; 

• changes in technology; and 

• the impact of environmental regulations. 

These external factors and the volatile nature of the energy markets make oil-refining margins volatile. 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 845 million. 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. 

Unfavorable general economic conditions have had and may continue to have a negative effect on our business, results of 
operations, financial condition, and future growth prospects. 

The economies of Europe and elsewhere have experienced extreme pressure and disruption since August 2007, due 
largely to the stresses affecting the global financial system, which accelerated significantly in the second half of 2008 and 
into the first quarter of 2009. Most major European countries, the United States and Japan have been in severe recessions that 
have had (and may continue to have) an adverse effect on consumer and business confidence and expenditure. We are unable 
to predict how severe or prolonged these recessions will ultimately be, despite past and any future governmental intervention 
in the world’s major economies. Lower levels of economic activity during periods of recession often result in declines in 
energy consumption, including declines in the demand for and consumption of our refined products. This has caused and 
could continue to cause our revenues and margins to decline and could negatively affect our refining margins and our 
business, financial condition and 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. 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, AB Svenska Shell and Statoil ASA, as well as with Neste Oil Corporation, who also have facilities to 
process larger volumes of lower-priced, high-sulphur heavy Russian crude. Our marketing segment, which includes the 
station and consumer division through which we sell gasoline and other refined products to retail customers, competes 
primarily with Statoil ASA, OK-Q8 AB, AB Svenska Shell, and ST1 AB. Increased competition in the oil refining industry 
could result in a decrease in our market share or negatively impact on our refining margins, either of which could adversely 
affect our financial condition and 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 and other unforeseen events. In addition, damage to 
the pipelines 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 impact on our business, financial condition, results of operations and cash flow. 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, a major loss for which we are 
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underinsured or uninsured could have a material adverse affect on our business, financial condition, results of operations and 
cash flows. 

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

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 also are subject to EU and Swedish 
environmental regulations concerning refined products. Sweden has among the strictest environmental specifications in the 
EU. We are subject to strict EU environmental regulations. These regulations restrict the sulphur content of both gasoline and 
diesel and the aromatic content of gasoline and impose a CO2 emissions trading program. For the trading period of 2008 to 
2012, we have obtained emission allowances of 2,467,000 tons of carbon dioxide per year, which we believe is sufficient to 
cover our emissions. However, there is uncertainty with regard to the allocation of emission allowances during the trading 
period from 2013 to 2020. Beginning in 2013, we may be required to purchase a minimum of 10% to 20% of our total 
emission allowance requirements in order to comply with the stipulated environmental regulations. In addition, the EU 
adopted even stricter restrictions on the sulphur content of gasoline and diesel, which took effect on January 1, 2009. 
Although we already produce diesel and gasoline in compliance with the EU’s 2009 specifications, we may be required to 
incur additional capital expenditures if more stringent standards are implemented in the future. 

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, EU legislation concerning the 
handling and storage of chemicals (REACH), requiring companies, including us, to register and perform risk assessments in 
relation to certain regulated substances. Our failure to comply with any of these requirements, which in some cases would 
constitute a criminal offense, would subject us (including individual members of management) to fines and penalties and may 
force us to modify our operations. 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. 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 or that obtaining or renewing material permits will require adopting controls or conditions that would result in 
additional capital expenditures or increased operating costs. 

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 could lead to criminal sanctions, civil fines and changes in the way we operate our facilities, which could 
increase the costs of operating our business. 

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. 

Changes in legislation or regulations and actions by Swedish and other regulators, including changes in 
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. For instance, based on recent energy legislation effective 
from January 1, 2009 to December 31, 2011, each of our refineries was reclassified as an electricity intensive business. This 
means that during this time period we do not need to purchase electricity certificates, which we estimate would otherwise 
have cost approximately SEK 30 million per annum. From January 1, 2012, we will need to apply to keep such classification, 
which may not be approved. 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 funds to 
make the necessary capital expenditures. Failure to make these capital expenditures could negatively impact our business, 
financial condition and results of operations. 

We may be liable for environmental damages, which could adversely affect our business or financial results and reduce 
our ability to pay interest and principal due on the Existing Notes or any new notes. 

We believe that 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, 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, 
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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. For instance, we must carry out a 
number of measures to reduce the emissions from Preemraff Gothenburg by 2016, which over the course of the next three 
years is expected to cost approximately SEK 29 million (€3 million). In addition, there are plans to build a motorway near the 
Sundsvall harbor where we have non-operational storage chambers. If the plans move forward, we may be required to fund a 
portion of the costs associated with the remediation of the area. Environmental regulators may become aware of and, in some 
cases, investigate the existence of soil and groundwater contamination at our refineries, at some of our depot sites and at 
some sites where we previously had operations, which could lead to legal proceedings being initiated against us. 

Should there be any successful claim against us, 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 Existing Notes or any new notes issued in a refinancing and 
for financing our normal operations and planned development. 

We may 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, such sites. We may 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, which could materially adversely affect our financial 
condition, results of operations and cash flows. 

Certain of our indebtedness bears interest at floating rates that could rise significantly, increasing our interest cost and 
debt and reducing our cash flow. 

Borrowings under the 2008 Credit Facility bear interest at per annum rates equal to EURIBOR, LIBOR or STIBOR, 
adjusted periodically, (or in the case of short-term loans with a term of less than one week, at a base rate determined by 
reference to the factoring bank’s cost of funds) plus a spread and mandatory costs. These interest rates could rise significantly 
in the future, increasing our interest expense associated with these obligations and thus our debt, reducing cash flow available 
for capital expenditures and hindering our ability to make payments on Existing Notes or any new notes issued in a 
refinancing. 

We are exposed to currency and commodity price fluctuations, which could adversely affect our financial results, liquidity 
and ability to pay interest and principal due on Existing Notes or  any new notes. 

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, 2009, our krona-denominated indebtedness 
totaled SEK 7,965 million (€769 million), our dollar-denominated indebtedness totaled $1,143 million and our euro-
denominated indebtedness totaled €388 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 SEK 377 million. From 
time to time, we use forward exchange contracts and, to a lesser extent, currency swaps to manage our foreign currency risk. 
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. 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.” We engage in hedging activities from time to time that could expose us to losses should 
markets move against our hedged position. 

Changes in the price of commodities, such as crude oil, can affect our cost of goods sold and the price of our refined 
products. Commodity price changes can also trigger a price effect on inventory, which can affect our revenues, gross profit 
and operating income. 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 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 
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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.” 

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. 

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, which are due to 
expire during the first half of 2010 and are currently being renegotiated. We have maintained good relationships with the 
trade unions representing our employees in Sweden and are currently re-negotiating 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 adversely affect our business, results of operations and 
financial condition. 

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, our operations extend beyond Sweden. Through our supply and refining 
segment, we export refined products to certain countries in northwestern 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. 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; 

• 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. 

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, we hold, on average, approximately 12 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 liabilities in connection with our pension plans. 

We have defined benefit and defined contribution pension plans under which we have an obligation to provide 
agreed benefits to current and former employees. The defined benefit plans, which are non-active, are both unfunded and 
funded. The unfunded benefit pension plan amounts to approximately SEK 120 million in respect of former, and to some 
extent, current employees. We pay approximately SEK 10 million per year, which has an impact on our cash and cash 
equivalents. The actuarial valuation, which is conducted annually according to IAS 19, shows approximately the same value. 
We also have a non-active funded defined benefit pension plan in respect of current and former employees. The actuarial 
valuation, which is conducted annually in accordance with IAS 19, resulted in a positive value on our consolidated balance 
sheet for the year ended December 31, 2008. 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. 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, results of operations and financial condition. 

Terrorist attacks and threats of war and actual conflict may negatively impact our business. 

Terrorist attacks, events occurring in response to terrorist attacks, rumors, threats of war and actual conflict may 
adversely impact our suppliers, our customers and oil markets generally and disrupt our operations. 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. 

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 liquidation under the Swedish Companies Act (aktiebolagslagen). Such measures could 
include, among other things, raising more equity from Mr. Al-Amoudi, who is under no obligation to contribute more equity. 
Losses to our share capital may lead to our liquidation under Swedish company law, which would constitute an event of 
default under the Existing Indenture or an indenture related to any new notes issued in a refinancing. 

Under Swedish law, whenever the company’s board of directors has a reason to assume that, as a result of losses or 
reductions in the value of our assets, or the assets of any of our subsidiaries, or any other event, our equity, or the equity of 
any of our subsidiaries, is less than half the registered share capital, the board of directors of such company shall prepare a 
special balance sheet (Sw: kontrollbalansräkning) and have the auditors examine it. The same obligation arises if we or such 
subsidiary in connection with a seizure pursuant to Chapter 4 of the Debt Recovery Act (Sw: utsökningsbalken) is found to 
lack seizeable assets. 

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 to call a general meeting which shall consider whether the company 
shall go into liquidation (initial general meeting). The special balance sheet and an 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, reconsider 
the issue whether the company shall go into liquidation (second general meeting). Prior to the second general meeting, the 
board of directors shall prepare a new special balance sheet and cause such to be reviewed by the company’s auditors. The 
new special balance sheet and an auditor’s report thereon shall be presented at the second general meeting. 

A court of general jurisdiction shall order that the company go into liquidation where (i) a second general meeting 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 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 or, where such meeting has not 
been held, from the latest date on which the meeting should have been held. 
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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. 

The Issuer conducts some of its business on a regular basis in England and Wales.  On that basis, an English court 
may be likely to conclude that the Issuer has 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 the Issuer enters into a compromise or arrangement with is creditors.  A 
scheme is governed by English company law. English company law may differ from U.S. company law and your rights as 
our creditor may not be as strong under English company law as they may be under U.S. company law.  It is also possible 
that the Issuer is said to have its “centre of main interest” (“CoMI”) in the UK, and may pursue a company voluntary 
arrangement under Part I of the Insolvency Act 1986.  

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. In addition, the holder of a “qualifying floating charge” over the assets of a company with its CoMI in 
England may appoint an administrator out of court, provided such floating charge has become enforceable and the company 
need not necessarily be insolvent. In this case the prospective administrator must be satisfied that the purpose of 
administration is reasonably likely to be achieved. 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, realising 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 the debtor, 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, do 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 realisations (being 50% of the first £10,000 of net realisations 
and 20% of the net realisations 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 be likely to determine that it has jurisdiction to wind up the Issuer as an unregistered 
company provided that the English court is satisfied that there is no other more appropriate jurisdiction for the winding up to 
take place and there will be a reasonable 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).
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SELECTED CONSOLIDATED FINANCIAL DATA 

The following table presents summary financial and other data about us and our predecessor as of and for the 
periods presented. The summary consolidated historical financial data presented in this section for the three-month period 
ended March 31, 2007 has been derived from the unaudited interim financial statements of our predecessor company, Former 
Corral Petroleum Holdings. For comparative purposes, we derived the “Unaudited Combined for the year ended 
December 31, 2007” column by adding the period ended December 31, 2007 with our predecessor company’s results for the 
period ended March 31, 2007. Our audited consolidated financial statements as of December 31, 2007, and for the period 
from March 13, 2007 through December 31, 2007 and as of and for the years ended December 31, 2008 and 2009 have been 
derived from our audited consolidated financial statements and the related notes. The audited financial statements of Corral 
Petroleum Holdings for 2007, 2008 and 2009 have been prepared in accordance with IFRS as adopted by the EU, and the 
audited financial statements have been audited by KPMG AB, independent accountants. 

As of and for the year ended 
December 31, 

 
Predecessor 

for the period 
January 1, 

2007 through 
March 31, 

2007(1)

Successor 
as of and for 

the period 
March 13, 

2007 through 
December 31, 

2007(2)

Combined 
as of and for 

the year ended 
December 31, 

2007(3) 2008 2009 
 (in millions SEK, except ratios and share data) 
Consolidated Statement of Operations Data:      
Net sales: ............................................................. 15,824 55,828 71,652 95,807 73,592 
Excise duties........................................................ (1,921) (5,817) (7,738) (8,432) (9,778) 
Sales revenue...................................................... 13,903 50,011 63,914 87,375 63,813 
Cost of goods sold ............................................... (13,208) (46,195) (59,403) (87,992) (58,880) 
Gross profit ........................................................ 695 3,816 4,511 (617) 4,934 
Selling expenses .................................................. (156) (521) (677) (605) (685) 
Administrative expenses ..................................... (86) (292) (378) (384) (434) 
Other operating income....................................... 91 295 386 567 443 
Operating income .............................................. 544 3,298 3,842 (1,040) 4,259 
Interest income .................................................... 47 149 196 214 178 
Other financial income(4) ..................................... 1 (9) (8) 36 (86) 
Interest expense ................................................... (229) (1,178) (1,407) (1,655) (1,373) 
Other financial expense(5) .................................... (77) 333 256 (2,380) 771 
Profit/(Loss) before taxes.................................. 286 2,593 2,879 (4,824) 3,748 
Income taxes........................................................ (89) (820) (909) 1,475 (995) 
Net profit/(loss) .................................................. 197 1,773 1,970 (3,349) 2,753 
Consolidated Balance Sheet Data:      
Cash and cash equivalents................................... — 835 835 1,075 809 
Total tangible fixed assets, net ............................ — 10,244 10,244 9,979 9,611 
Total assets .......................................................... — 28,575 28,575 24,542 26,827 
Total current debt(6) ............................................. — 2,838 2,838 3,788 10,510 
Total long-term debt(7) ......................................... — 15,371 15,371 18,211 9,718 
Minority interests ................................................ — 9 9 11 10 
Shareholders’ equity............................................ — (1,251) (1,251) (4,603) (1,698) 
Other Financial Data:      
Depreciation ........................................................ 233 717 950 978 984 
Total interest expense.......................................... 229 1,178 1,407 1,655 1,373 
Capital expenditure ............................................. 154 1,408 1,562 726 641 
Cash flow from operating activities .................... (984) 2,195 1,211 (295) 1,371 
Total Preem debt(8) .............................................. — 12,480 12,480 15,042 13,452 
Total Corral Petroleum Holdings AB debt(9) ...... — 5,729 5,729 6,957 6,775 
Total debt(10)......................................................... — 18,209 18,209 21,999 20,227 
Ratio of earnings to fixed charges(11) ..................  2.19x 3.13x  2.98x — 3.66x 

 
(1) Corral Petroleum Holdings (formerly Corral Finans AB) purchased all of the issued and outstanding shares of Former Corral Petroleum Holdings 

from Moroncha Holdings on March 29, 2007. The consolidation occurred on April 1, 2007. Therefore, we present the unaudited financial data for 
the period ended March 31, 2007. 

(2) Corral Petroleum Holdings was formed on March 13, 2007. Corral Petroleum Holdings was dormant up to the acquisition of Former Corral 
Petroleum Holdings with no operating results during the period from March 13, 2007 through March 31, 2007. 

(3) Represents the financial data of Former Corral Petroleum Holdings for the period ended March 31, 2007 combined with the financial data of 
Corral Petroleum Holdings (formerly Corral Finans AB) for the period ended December 31, 2007, which provides representative year-end data 
following their consolidation on April 1, 2007. Corral Petroleum Holdings was dormant up to the acquisition of Former Corral Petroleum 
Holdings with no operating results during the period from March 13, 2007 through March 31, 2007. 

(4) Other financial income includes exchange rate gains and losses and miscellaneous financial income. 
(5) Other financial expense includes exchange rate losses and miscellaneous expenses. 
(6) Total current debt represents debt that is due within 12 months under Corral Petroleum Holdings’ credit facilities and all amounts due under the 

Existing Notes. In the audited annual consolidated financial statements of Corral Petroleum Holdings total current debt is represented under 
current liabilities as “Borrowings.” 
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(7) Total long-term debt excludes the current portion of long-term debt, but includes amounts under bank overdraft facilities that are categorized as 
long-term debt. 

(8) Total Preem debt includes total long-term debt and total current debt of Preem to credit institutions. 
(9) Existing Notes in Corral Petroleum Holdings AB. 
(10) Total debt of Corral Petroleum Holdings on a consolidated basis includes total long-term debt and total current debt to credit institutions and bond 

holders. 
(11) For purposes of computing the ratio of earnings to fixed charges, earnings consist of profit before taxes plus fixed charges. Fixed charges consist 

of interest (expensed and capitalized) on all indebtedness, plus a proportion of rental expense deemed to be representative of the interest factor. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS 

 
The following is a discussion of the results of operations and financial condition of Corral Petroleum Holdings for 

the years ended December 31, 2007, 2008 and 2009. The discussions regarding the results of operations of Corral Petroleum 
Holdings are based on the audited consolidated financial statements as of and for the years ended December 31, 2009 and 
2008 and the unaudited combined financial data as of and for the period ended December 31, 2007. The unaudited combined 
financial data as of and for the period ended December 31, 2007 represents a full year derived from the audited consolidated 
financial statements as of and for the period ended December 31, 2007 combined with the financial results of Former Corral 
Petroleum Holdings for the three-month period ended March 31, 2007. 

Corral Petroleum Holdings has prepared its audited annual 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 Business Update. 

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 segment. We refine crude oil in Sweden and then market and sell refined products primarily in 
Sweden and other northwestern 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 2009. We sell more refined 
products in Sweden than any of our competitors. In Sweden, we had the leading market share in 2009 in terms of sales 
volume of diesel, heating oil and fuel oil with approximately 33% of diesel sales, 50% of heating oil sales and 48% of fuel oil 
sales, according to the Swedish Statistical Central Bureau. In addition, our marketing segment’s share of the Swedish retail 
gasoline and diesel markets in terms of sales volume were approximately 11% and 23%, respectively, in 2009, based on data 
from the Swedish Statistical Central Bureau. 

Our supply and refining segment purchases and refines crude oil and then sells refined products wholesale to our 
marketing segment and to third parties. We also own a strategically located network of storage depots in Sweden. In 2009, 
our supply and refining segment sold approximately 81% (by value) of its products to third parties and 19% (by value) to our 
marketing segment. Our supply and refining segment had sales revenue of SEK 61,870 million (€5,976 million), SEK 
85,336 million (€8,243 million) and SEK 63,167 million (€6,101 million) and operating income of SEK 4,847 million 
(€468 million), operating loss of SEK 672 million (€65 million) and operating income SEK 4,585 million (€443 million) for 
the years ended December 31, 2009, 2008 and 2007, respectively. Our marketing segment consists of two divisions: a 
business-to-business division and a station and consumer division. The marketing segment resells refined products, 
wholesale, primarily in Sweden. We also sell our gasoline and diesel through approximately 410 Preem-branded manned and 
unmanned service stations, which are company-owned and dealer-operated, along with approximately 190 Såifa-branded 
diesel truck stops, which are company-owned. Our marketing segment had sales revenue of SEK 13,702 million 
(€1,323 million), SEK 16,140 million (€1,559 million) and SEK 12,201 million (€1,178 million) and operating income of 
SEK 213 million (€21 million), operating loss of SEK 6 million (€1 million) and operating loss of SEK 74 million 
(€7 million) for the years ended December 31, 2009, 2008 and 2007, respectively. 

Key Factors Affecting Results of Operations 

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

Refining Margins 

Oil refineries measure the financial performance of their operations by their margins. Prices for crude oil and refined 
products are subject to frequent and significant fluctuations. As a result, a refinery’s sales revenue and cost of goods sold can 
vary significantly from period to period, even when the volume of crude oil purchased and refined products sold remain 
relatively constant. 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. 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 
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Refining Operations—Raw Materials” and “—Quantitative and Qualitative Disclosures about Market Risk—Commodity 
Price Risk” elsewhere in this Business Update. 

“Gross refining margin” is 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 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 as 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. “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. “Business margin” is 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 inventory effect occurs due to the fact that we buy crude oil in the spot market, while the refining margin 
corresponds to average market prices. “Net cash margin” is 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 margin indicates the cash-generating capability 
of the refinery. “Net margin” is the net cash margin less depreciation and reflects the overall profitability of the refinery. 

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 factors, including the following: 

• changes in global economic conditions, including 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 and Russia; 

• actions by OPEC to regulate crude oil production levels; 

• the availability of crude oil and refined product imports; 

• worldwide inventory levels of crude oil and refined products; 

• the availability and suitability of competitive fuels; 

• the extent of government regulation, in particular, as it relates to environmental policy; 

• market imperfections caused by regional price differentials; 

• local market conditions and the level of operations of other refineries in Europe; 

• 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); 

• seasonal demand fluctuations; 

• expected and actual weather conditions; 

• changes in technology; and 

• the impact of environmental regulations. 

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, 2007, 2008 and 2009.  In accordance with industry practice, the margins are expressed in dollars per 
barrel. 

 Year ended December 31, 

 
2007 

$ 
2008 

$ 
% 

Change 
2009 

$ 
% 

Change
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Preemraff Lysekil      
Gross refining margin $/bbl.................................................. 7.68 10.38 35% 5.37 (48)%
Variable refining costs $/bbl................................................. (0.91) (0.86) (5)% (0.69) (20)%
Refining margin $/bbl........................................................... 6.77 9.51 40% 4.67 (51)%
Timing effects $/bbl.............................................................. 0.03 0.08 167% 0.54 575% 
Business margin $/bbl........................................................... 6.81 9.60 41% 5.21 (46)%
Sales other $/bbl ................................................................... 0.35 0.45 29% 0.34 (24)%
Fixed expenses excl. depr. $/bbl ........................................... (1.62) (1.52) (6)% (1.31) (24)%
Net cash margin, $/bbl .......................................................... 5.53 8.52 54% 4.24 (50)%
Depreciation $/bbl ................................................................ (1.07) (1.00) (7)% (0.85) (15)%
Net margin, $/bbl .................................................................. 4.46 7.52 69% 3.39 (55)%
Total production (1,000 barrels) ........................................... 59,497 70,999 19% 72,958 3% 
 
Preemraff Gothenburg      
Gross refining margin $/bbl.................................................. 1.88 3.85 105% 1.81 (53)%
Variable refining costs $/bbl................................................. (0.53) (0.51) (4)% (0.49) (4)%
Refining margin $/bbl........................................................... 1.34 3.34 149% 1.32 (60)%
Timing effects $/bbl.............................................................. 0.61 0.27 (56)% 0.62 130% 
Business margin $/bbl........................................................... 1.95 3.62 86% 1.94 (46)%
Sales other $/bbl ................................................................... 0.22 0.37 68% 0.21 (43)%
Fixed expenses excl. depr $/bbl ............................................ (1.22) (1.11) (9)% (1.28) 15% 
Net cash margin, $/bbl .......................................................... 0.96 2.88 200% 0.88 (69)%
Depreciation $/bbl ................................................................ (0.99) (0.87) (12)% (0.84) (3)%
Net margin, $/bbl .................................................................. (0.04) 2.01 5,125% 0.04 (98)%
Total production (1,000 barrels) ........................................... 35,623 42,454 19% 37,427 (12)%

 

As illustrated in the table above, refining margins increased by 40% at Preemraff Lysekil and by 149% at Preemraff 
Gothenburg from 2007 to 2008. This increase in refining margins at both refineries was primarily due to the much higher 
diesel crack (the price difference between diesel and crude oil) in 2008 as compared to 2007. Our refining margins were 
further enhanced by our ability to process high-sulphur heavy crude (principally sourced from Russia), enabling us to take 
advantage of the price differential between Dated Brent crude oil and Urals (Russian crude oil) that was on average 
approximately −$2.8 per barrel in 2008. In addition, as a result of the major planned turnarounds conducted at both refineries 
in 2007 and the accompanying statutory inspections, a number of process modifications were completed at that time in order 
to improve performance at both refineries. These modifications formed the basis of the stable production and record level of 
availability (99.4%) at both refineries in 2008. 

In 2009, demand for refined products fell in connection with the global financial crisis. According to data from the 
International Energy Agency, worldwide global oil demand for refined products decreased by 1.6% in 2009. The decreased 
demand caused increased inventories of middle distillates, which depressed prices and resulted in much lower diesel crack in 
2009 compared to 2008. Consequently, as illustrated in the table above, our refining margins decreased by 51% at Preemraff 
Lysekil and by 60% at Preemraff Gothenburg in 2009 as compared to 2008. In addition, our refining margins at Preemraff 
Lysekil were further negatively impacted by the narrowing of the price differential between Dated Brent crude oil and the 
historically lower-priced Urals that was on average approximately –$0.7 per barrel for the year ended December 31, 2009. 

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. To the extent that crude oil and refined product prices rise in tandem, our gross 
profit would generally be positively affected because we compute the gross profit as the excess of sales revenue (determined 
at the time of sale at the higher refined product prices) over the cost of goods sold (determined at the earlier time the crude oil 
is purchased at lower prices). Conversely, a portion of the gross loss that we record during a period of falling prices may be 
attributable solely to the decrease in prices during the period after we buy the crude oil and prior to the time we finish 
refining it and sell it. Thus, our inventory is valued at the acquisition cost and the subsequent movements in the price of the 
refined product will have a corresponding impact on our gross profit. In 2007, we had a price increase on inventory of SEK 
2,921 million. Based on data from Platts, Dated Brent crude oil increased from approximately $59 per barrel at the beginning 
of 2007 to $96 per barrel at the end of 2007. In 2008, we had a price decrease on inventory of SEK 4,523 million with Dated 
Brent crude oil increasing from approximately $97 per barrel at the beginning of 2008, peaking at approximately $144 per 
barrel in July 2008 and falling to approximately $37 per barrel at the end of 2008. In 2009, we had a price increase on 
inventory of SEK 3,171 million. As of December 31, 2009, Dated Brent crude oil prices increased to approximately $78 per 
barrel. 
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However, during periods of rising crude oil prices, the cost of replenishing our crude oil inventories and, thus, our 
working capital requirements similarly increase. Because changes in refined product prices tend to lag behind changes in 
crude oil prices, we generally experience the increased working capital requirements from higher crude oil prices sooner, and 
to a greater degree, than the benefits to our gross profit that may arise from selling products at higher refined product prices. 

Depending on the rate and the duration of the increase, and the degree to which crude oil prices move more than 
refined prices, our gross profit margins may actually decline during periods of rising crude oil prices. During periods of 
declining crude oil prices, we believe that we experience the opposite effects. Both the crude oil market and the refined 
products markets are volatile. 

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. 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 minimize 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” elsewhere in 
this Business Update. 

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 dollar-denominated revenues will 
decline. Conversely, an increase in the value of the dollar against the krona will have a negative effect on our expenses as 
reported in kronor, that is, the krona value of our dollar-denominated expenses 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 8,266 million 
as of December 31, 2009. 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, 2009, approximately 41% of the debt of Corral Petroleum Holdings was 
denominated in dollars, 20% was denominated in euros and 39% was denominated in kronor. As a result, 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 accounts payable 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 account payable would be recorded as a foreign exchange gain or loss 
in our results of operations. We face a similar risk with respect to our accounts receivable for refined product sales. 
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Trend Information 

Exchange rates.  The value of the dollar against both the krona and the euro decreased in 2007 and further decreased 
in 2008. In 2009, the value of the dollar against the krona increased by approximately 7% and the value of the dollar against 
the euro decreased by approximately 4%. See “—Fluctuations in Foreign Currency Exchange Rates—Translation Risk” 
above. 

Volatile crude oil prices.  During 2008, the strong upward trend in Dated Brent crude oil prices continued with only 
short-term dips during the first half of 2008, peaking at approximately $144 per barrel in July. Prices fell significantly in the 
second half of the year, reaching a low of approximately $34 per barrel in December and ending the year at approximately 
$37 per barrel. During 2009, Dated Brent crude oil prices reached a low of approximately $40 per barrel in February, 
increased to approximately $75 per barrel in August and ended the year at approximately $78 per barrel. Prices are expected 
to remain volatile in the future. 

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. In the short term, refinery margins may be 
depressed due to low demand and increased surplus of gasoline and diesel in Europe, particularly, and in North America. 

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 in 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-sulphur 
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 accompanied by the added benefit of tax incentives. For example, 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 will enable us to begin producing biofuel diesel, and we have decreased our 
production of heating oil at Preemraff Lysekil, a lower-margin product, and increased our production of virtually sulphur-free 
(10 parts per million) diesel, a higher-margin product, which has improved our overall refining margins. 

Consolidation.  Over the past several years, the Swedish oil refinery industry has experienced noticeable 
consolidation as a result of industry mergers and acquisitions. The reduced number of competitors operating in the 
marketplace has resulted in decreased competition alleviating the aggressive pricing strategies that characterized earlier 
periods. 

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 accounts receivable. In this discussion, we have provided sales revenue figures for our supply and refining 
segment and our marketing segment. The sales revenue of our supply and refining segment includes inter-company sales to 
the marketing segment and the sales revenue of our marketing 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 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 
annual audited 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 accounts payable. 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. 
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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. 

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 segment. 

Financial Expense 

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. In 2008, we were 
subject to Swedish income tax of 28%. In 2009, our Swedish income tax was 26.3%. 

Minority Interest 

The minority interest represents the minorities’ interest in one of Preem’s subsidiaries, Preem Gas. The minority 
shareholder holds 30% of the outstanding shares of Preem Gas. 

Results of Operations 

Summary 

The following table shows certain unaudited combined financial data of Corral Petroleum Holdings for the year 
ended December 31, 2007 and certain items from the audited consolidated financial statements for the years ended 
December 31, 2008 and 2009. 

 
Year ended December 31, 

 

Combined as 
of and for the 

year ended 
December 31, 

2007(1)

Year ended 
December 31, 

2008 
% 

Change 2009 
% 

Change 
 (in millions SEK, except % change) 

Consolidated Statement of Operations Data:  
Net Sales ......................................................... 71,652 95,807 34 73,592 (23) 
Excise duties ................................................... (7,738) (8,432) 9 (9,778) 16 

Sales revenue ...................................................... 63,914 87,375 37 63,813 (27) 
Cost of goods sold .......................................... (59,403) (87,992) 48 (58,880) (33) 

Gross profit......................................................... 4,511 (617) (114) 4,934 — 
Selling and administrative expenses .............. (1,055) (989) (6) (1,119) 13 
Other operating income .................................. 386 567 47 443 (22) 

Operating income .............................................. 3,842 (1,040) (127) 4,259 — 
Financial expense, net(2).................................. (963) (3,784) 293 (510) (87) 

Income before taxes ........................................... 2,879 (4,824) (268) 3,748 — 
Income taxes ................................................... (909) 1,475 — (995) (167) 

Net income .......................................................... 1,970 (3,349) (270) 2,753 — 

 
(1) Represents the financial data of Former Corral Petroleum Holdings for the period ended March 31, 2007 combined with the financial data of 

Corral Petroleum Holdings (formerly Corral Finans AB) for the period ended December 31, 2007, which provides representative year-end data 
following their consolidation on April 1, 2007. 
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(2) Financial expense, net, consists of the share of dividends received, interest income and expense, foreign exchange gains or losses on our 
indebtedness and certain other items. 
 

The following table shows the sales revenue and operating profit/(loss) for the business segments of Preem, our 
operating subsidiary, for each of the years ended December 31, 2007, 2008 and 2009. 

 
Year ended December 31, 

 

Combined as 
of and for the 

year ended 
December 31, 

2007(1)
Year ended 

December 31, 2008
% 

Change 2009 
% 

Change 
 (in millions SEK, except % change) 

Sales Revenue:  
Supply and refining(2) ................................  63,167 85,336 35 61,870 (27) 
Marketing ..................................................  12,201 16,140 32 13,702 (15) 
Exchange rate differences .........................  (63) 482 — (21) (104) 
Group eliminations....................................  (11,391) (14,583) (28) (11,738) (20) 

Total Sales Revenue(3)(4) ...............................  63,914 87,375 37 63,813 (27) 
Operating Income:      

Supply and refining...................................  4,585 (672) (115) 4,847 — 
Marketing ..................................................  (74) (6) 92 213 — 
Other non-allocated income (expense)(4) ..  (669) (362) 46 (801) 121 

Total Operating Income(4) ...........................  3,842 (1,040) (127) 4,259 — 

 
(1) Represents the financial data of Former Corral Petroleum Holdings for the period ended March 31, 2007 combined with the financial data of 

Corral Petroleum Holdings (formerly Corral Finans AB) for the period ended December 31, 2007, which provides representative year-end data 
following their consolidation on April 1, 2007. 

(2) Includes sales by our supply and refining segment to our marketing segment of SEK 11,361 million (€1,097 million) for 2007, SEK 
14,485 million (€1,399 million) for 2008 and SEK 11,659 million (€1,126 million) for 2009. 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. 

(3) Total sales revenue is 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. 

(4) 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 accounts 
payable/receivable. Our corporate cost center includes administrative and personnel-related expenses. 

 

Year ended December 31, 2009 compared to the year ended December 31, 2008 

Net Sales.  Our net sales for the year ended December 31, 2009 were SEK 73,592 million, a decrease of SEK 22,215 
million, or approximately 23%, from SEK 95,807 million for the year ended December 31, 2008. This decrease was 
primarily attributable to the decrease in market prices for refined products. Average refined product prices in dollars in 2009 
were approximately 37% lower than in the same period in 2008. The effect of this decrease in refined product prices was to 
some extent offset by the strengthening of the dollar versus the krona. The average dollar to krona exchange rate increased by 
approximately 18% in 2009 compared to 2008. 

Sales revenue.  Sales revenue for the year ended December 31, 2009 was SEK 63,813 million, a decrease of SEK 
23,562 million, or approximately 27%, from SEK 87,375 million for the year ended December 31, 2008. This decrease was 
primarily a result of the factors discussed above, namely the decrease in market prices for refined products. Sales revenue for 
our supply and refining segment decreased by approximately 27% from SEK 85,336 million in 2008 to SEK 61,870 million 
in 2009. Sales revenue for our marketing segment decreased by approximately 15% from SEK 16,140 million in 2008 to 
SEK 13,702 million, in 2009. 

Cost of goods sold. Cost of goods sold for the year ended December 31, 2009 was SEK 58,880 million, a decrease of 
SEK 29,112 million, or approximately 33%, from SEK 87,992 million for the year ended December 31, 2008. The decrease 
was primarily attributable to an approximately 37% decrease in average crude oil prices in dollars. The effect of this decrease 
in crude oil prices was to some extent offset by the strengthening of the dollar versus the krona. 

Gross profit/(loss).  Gross profit for the year ended December 31, 2009 was SEK 4,934 million, an increase of SEK 
5,551 million, from a loss of SEK 617 million for the year ended December 31, 2008. This increase was primarily a result of 
price gains on our inventories in 2009 in combination with the significant fall in market prices for crude oil and refined 
products during the second half of 2008. 

Selling and administrative expenses.  Selling expenses for the year ended December 31, 2009 were SEK 685 
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million, an increase of SEK 80 million, or approximately 13%, from SEK 605 million for the year ended December 31, 2008. 
The increase in selling expenses was primarily a result of increased costs for clearance of oil pollution and demolition in 
connection with the closing-down of 38 unprofitable gasoline stations, in addition to increased costs for sales activities and 
personnel. Administrative expenses for the year ended December 31, 2009 were SEK 434 million, an increase of SEK 50 
million, or approximately 13%, from SEK 384 million for the year ended December 31, 2008. The increase in administrative 
expenses was primarily a result of higher pension costs as a result of the valuation on yearly basis of undefined pension plans 
in accordance with IAS 19 and a provision for profit-sharing in 2009. The increase in administrative expenses was to some 
extent offset by cost reductions among personnel. 

Other operating income.  Our other operating income for the year ended December 31, 2009 was SEK 443 million, 
a decrease of SEK 124 million, or approximately 22%, from SEK 567 million for the year ended December 31, 2008. The 
decrease was primarily attributable to lower sales of storage certificates and lower sales of surplus heat from the Preemraff 
Gothenburg refinery to the City of Gothenburg. 

Operating income.  Operating income for the year ended December 31, 2009 was SEK 4,259 million, an increase of 
SEK 5,299 million, from a loss of SEK 1,040 million for the year ended December 31, 2008. The operating income of our 
supply and refining segment was SEK 4,847 million for the year ended December 31, 2009, an increase of SEK 5,519 
million, from a loss of SEK 672 million for the year ended December 31, 2008. This increase was primarily a result of price 
gains on our inventories in 2009 in combination with the significant fall in market prices for crude oil and refined products 
during the second half of 2008. Excluding price effects on inventory, our operating income amounted to SEK 1,089 million 
for the year ended December 31, 2009, a decrease of SEK 2,394 million from SEK 3,483 million for the year ended 
December 31, 2008. The decrease in our operating income was primarily attributable to lower diesel margins and a narrower 
spread between Dated Brent crude oil and heavy crude oil for the year ended December 31, 2009 as compared to the year 
ended December 31, 2008. Our marketing segment generated an operating income of SEK 213 million for the year ended 
December 31, 2009, an increase of SEK 219 million from an operating loss of SEK 6 million for the year ended December 
31, 2008. The increase in the marketing segment’s operating income was primarily a result of higher sales margins and sales 
volumes in our marketing operations. 

Financial expense, net.  Our financial expense, net, for the for the year ended December 31, 2009 was SEK 510 
million, a decrease of SEK 3,274 million from SEK 3,784 million for the for the year ended December 31, 2008. This 
improvement was mainly attributable to foreign exchange gains on our loans denominated in dollar and euro and, to some 
extent, lower interest expense as a result of lower interest rates. For the year ended December 31, 2009, the foreign exchange 
gains amounted to SEK 838 million compared to a loss of SEK 2,099 million for the year ended December 31, 2008. In 2009, 
interest expense amounted to SEK 1,373 million, a decrease of SEK 282 million from SEK 1,655 million in 2008. 

Income taxes. Income taxes for the year ended December 31, 2009 were SEK 995 million, an increase of SEK 2,470 
million from SEK a tax benefit of 1,475 million for the year ended December 31, 2008. The increase was mainly attributable 
to higher income before taxes for the year ended December 31, 2009 as compared to the year ended December 31, 2008. 

Net income. Net income for the year ended December 31, 2009 was SEK 2,753 million, an increase of SEK 6,102 
million from a loss of SEK 3,349 million for the year ended December 31, 2008 as a result of the factors discussed above. 

Year ended December 31, 2008 compared to the combined year ended December 31, 2007 

The financial data in this section has been derived from the audited consolidated financial statements as of and for 
the year ended December 31, 2008. The unaudited combined financial data as of and for the period ended December 31, 2007 
represents a full year derived from the audited consolidated financial statements as of and for the period ended December 31, 
2007 combined with our predecessor company’s financial results for the period ended March 31, 2007. See “Selected 
Consolidated Financial Data.” 

Net Sales.  Our net sales for the year ended December 31, 2008 were SEK 95,807 million, an increase of SEK 
24,155 million, or approximately 34%, from SEK 71,652 million for the year ended December 31, 2007. This increase was 
primarily attributable to the increase in average market prices for refined products and to higher sales volumes due to higher 
utilization rates at our refineries. 

Sales revenue.  Sales revenue for the year ended December 31, 2008 was SEK 87,375 million, an increase of SEK 
23,461 million, or approximately 37%, from SEK 63,914 million for the year ended December 31, 2007. This increase was 
primarily a result of higher average market prices and higher sales volumes. Sales revenue for our supply and refining 
segment increased by 35% from SEK 63,167 million in 2007 to SEK 85,336 million in 2008. Sales revenue for our marketing 
segment increased by 32% from SEK 12,201 million in 2007 to SEK 16,140 million in 2008. 

Cost of goods sold.  Cost of goods sold for the year ended December 31, 2008 was SEK 87,992 million, an increase 
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of SEK 28,589 million, or approximately 48%, from SEK 59,403 million for the year ended December 31, 2007. The 
increase was primarily attributable to the increase in average market prices for crude oil. Average Dated Brent crude oil 
prices increased by approximately 34% (based on data from Bloomberg). 

Gross profit/(loss).  For the year ended December 31, 2008, we recorded a gross loss of SEK 617 million, a decrease 
of SEK 5,128 million from a gross profit of SEK 4,511 million for the year ended December 31, 2007. This decrease was 
primarily a result of the significant fall in market prices for crude oil and refined products during the second half of 2008, 
which resulted in large losses on our oil inventory. 

Selling and administrative expenses.  Selling expenses for the year ended December 31, 2008 were SEK 
605 million, a decrease of SEK 72 million, or approximately 11%, from SEK 677 million for the year ended December 31, 
2007. The decrease in selling expenses was primarily a result of the restructuring of our market segment in 2007. 
Administrative expenses for the year ended December 31, 2008 were SEK 384 million, an increase of SEK 6 million, or 
approximately 2%, from SEK 378 million for the year ended December 31, 2007. The increase in administrative expenses 
was primarily attributable to miscellaneous items. 

Other operating income.  Our other operating income for the year ended December 31, 2008 was SEK 567 million, 
an increase of SEK 181 million, or approximately 47%, from SEK 386 million for the year ended December 31, 2007. The 
increase was primarily attributable to higher income from the rental of our excess oil storage capacity to other oil companies 
and higher sales of surplus heat from the Preemraff refinery in Gothenburg to the City of Gothenburg. 

Operating profit/(loss).  For the year ended December 31, 2008 we recorded an operating loss of SEK 1,040 million, 
a decrease of SEK 4,882 million from an operating profit of SEK 3,842 million for the year ended December 31, 2007. 
Preem’s supply and refining segment recorded an operating loss of SEK 672 million for the year ended December 31, 2008, a 
decrease of SEK 5,257 million, from SEK 4,585 million for the year ended December 31, 2007. This decrease was primarily 
a result of the significant fall in market prices for crude oil and refined products during the second half of 2008, which 
resulted in large losses on our oil inventory. Our operating profit, excluding price effects on inventory, amounted to SEK 
3,483 million for the year ended December 31, 2008, an increase of SEK 2,562 million, from SEK 921 million for the year 
ended December 31, 2007. Our marketing segment generated an operating loss of SEK 6 million for the year ended 
December 31, 2008, an improvement of SEK 68 million, from an operating loss of SEK 74 million for the year ended 
December 31, 2007. The improvement in the marketing segment’s operating loss was primarily a result of lower selling 
expenses, higher sales volumes and higher margins, especially on gasoline, in our station and consumer division. 

Financial expense, net.  Our financial expense, net, for the year ended December 31, 2008 was SEK 3,784 million, 
an increase of SEK 2,821 million from SEK 963 million for the year ended December 31, 2007. This increase in 2008 was 
mainly attributable to foreign exchange rate losses on our loans denominated in dollar and euro of SEK 2,135 million in 2008 
compared to exchange rate gains of approximately SEK 300 million in 2007 and, to some extent, to higher interest expense 
resulting from increased borrowing in 2008. 

Income taxes.  We recorded an income tax benefit of SEK 1,475 million for the year ended December 31, 2008, a 
change of SEK 2,384 million, from an income tax expense of SEK 909 million for the year ended December 31, 2007. The 
change was attributable to losses before taxes in 2008 of SEK 4,824 million compared to profit before taxes in the year ended 
December 31, 2007 of SEK 2,879 million. 

Net profit/(loss) for the year.  For the year ended December 31, 2008 we recorded a loss of SEK 3,349 million, a 
decrease of SEK 5,319 million, from a profit of SEK 1,970 million for the year ended December 31, 2007. The decrease was 
primarily a result of the factors discussed above. 

Liquidity and capital resources 

Overview 

Our primary cash requirements include purchase of feedstocks, 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 impacted by changes in the prices for 
crude oil and refined products, and a variety of additional risks, including currency and regulatory risks. In particular, 
because we purchase crude oil on the spot market and prices can be volatile, the availability of cash or short-term credit is 
crucial to our business. Historically, our cash and short-term credit have been sufficient to finance such purchases. As of 
December 31, 2008 and 2009, we had cash and cash equivalents of SEK 1,075 million (€104 million) and SEK 809 million 
(€78 million), respectively. Our net debt (consisting of the 2008 Credit Facility and the Existing Notes after reduction of cash 
and cash equivalents) was SEK 19,418 million (€1,876 million) as of December 31, 2009.  Our debt service obligations will 
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consist primarily of (i) semi-annual interest payments on any new notes issued in connection with a refinancing in the form of 
additional notes (unless the Company is able and elects to pay cash interest) and (ii) payments of interest on amounts drawn 
under the 2008 Credit Facility. In line with our strategy to make focused capital expenditures, we expect to commit 
approximately SEK 700 million (€68 million) to capital expenditures in 2010 primarily for the maintenance of our refineries 
and health, safety and environmental upgrades. 

Cash flow 

The table below shows a summary of our unaudited combined cash flow statement as of December 31, 2007, and 
our audited cash flow statements as of December 31, 2008 and 2009, respectively. The unaudited combined financial data as 
of and for the period ended December 31, 2007 represents a full year derived from the audited consolidated financial 
statements as of and for the period ended December 31, 2007 combined with our predecessor company’s financial results for 
the period ended March 31, 2007. See “Selected Consolidated Financial Data.” 

 

Year ended 
December 31, 

 

Combined as 
of and for the 

year ended 
December 31, 

2007(1) 2008 2009 
 (in millions SEK) 

Cash flow from operating activities before changes in working 
capital ....................................................................................... 2,527 (945) 2,742 

Cash flow in working capital:    
Decrease (increase) in inventories................................................. (1,187) 1,858 (1,945)
Decrease (increase) in current receivables .................................... (1,469) 1,579 (303) 
(Decrease) increase in liabilities.................................................... 1,340 (2,787) 877 
Cash flow from operating activities ........................................... 1,211 (295) 1,371 
Cash flow used in investment activities ........................................ (6,503) (766) (619) 
Cash flow (used in)/provided by financing activities .................... 5,149 1,301 (1,019)
Total cash flow............................................................................. (142) 240 (267) 

 
(1) Represents the financial data of Former Corral Petroleum Holdings for the period ended March 31, 2007 combined with the financial data of 

Corral Petroleum Holdings (formerly Corral Finans AB) for the period ended December 31, 2007, which provides representative year-end data 
following their consolidation on April 1, 2007. 

Year ended December 31, 2009 compared with year ended December 31, 2008 

Cash flow from operating activities before changes in working capital increased by SEK 3,687 million, from 
negative SEK 945 million in 2008 to positive SEK 2,742 million in 2009. Adjustments for non-cash items was negative SEK 
725 million in 2009 compared to positive SEK 4,398 million in 2008, or a change of SEK 5,123 million. This change in 
adjustments for non-cash items is mainly attributable to unrealized gains from revaluation in US dollar and euro-denominated 
loans of approximately SEK 730 million in 2009 compared to a loss of approximately SEK 1,760 million in 2008, a change 
of SEK 2,490 million. In addition, the reversal in 2009 of the write-down in our inventory for 2008 had a negative effect on 
adjustment of non-cash items of SEK 1,098 million in 2009 compared to a positive effect of SEK 1,098 million for 2008, a 
total change of SEK 2,196 million. In 2009, there was no write-down on inventory.  

Cash flow from operating activities after changes in working capital was SEK 1,371 million in 2009, an increase of 
SEK 1,666 million from negative SEK 295 million in 2008. The increase in cash flow after changes in working capital is 
mainly attributable to the increase in cash flow from operating activities partly offset by an increase in inventory 2009 due to 
an increase in prices for crude oil in 2009 which in turn has been to some extent offset by lower volumes and exchange rate 
losses in 2009. The increase in liabilities is to a large extent attributable to the same factors as for the inventory. 

Cash flow used in investment activities in 2009 was 619 MSEK, a decrease of 147 MSEK, compared to 766 MSEK 
for 2008. The investment activities are primarily related to maintenance and upgrades at our refineries in Lysekil and 
Gothenburg, and to some extent at our stations in our marketing division. 

Cash flow used in financing activities was 1,019 MSEK in 2009, a decrease of 2,320 MSEK, compared to cash flow 
from financing activities of 1,301 MSEK for 2008, as a consequence of a higher cash flow generated from operations in 2009 
compared to 2008, borrowings could be repaid instead of being increased. Equity contribution received amounted to 153 
MSEK in 2009 compared to no contribution received in 2008. The equity contributions in 2009 correspond to payments of 
interest expense for the bond loans in April 15, July 15 and October 15. 

Year ended December 31, 2008 compared with year ended December 31, 2007 

The decrease in cash flow from operating activities after changes in working capital from SEK 1,211 million in 2007 
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to negative SEK 295 million in 2008 was primarily a result of SEK 4,523 million price losses on inventory in 2008. The price 
losses on inventory were to some extent offset by an increase in operating profit, excluding inventory losses. We paid income 
taxes of SEK 519 million in 2008, compared to SEK 895 million in 2007, a decrease of SEK 376 million. The change in 
working capital was SEK 650 million in 2008, an increase of SEK 1,966 million from negative SEK 1,316 million in 2007. 
The increase of SEK 1,966 million resulted from the decrease in crude oil prices which resulted in lower accounts receivable 
causing positive cash flow. 

Cash flow used in investment activities was SEK 766 million in 2008, a decrease of SEK 5,737 million from SEK 
6,503 million in 2007. This decrease reflected the SEK 4,786 million cost of acquiring a subsidiary in 2007 and the SEK 
608 million capital turnaround cost at our refinery in 2007. 

Cash flow provided by financing activities was SEK 1,301 million in 2008, compared to SEK 5,149 million in 2007. 
The decrease was attributable to the issuing of the Existing Notes in 2007. 

Future capital needs and resources and capital expenditures 

Corral Petroleum Holdings’ future capital needs relate primarily to the obligation to make a principal payment on 
the Existing Notes or semi-annual interest payments and on any new notes issued in a refinancing thereof. As a holding 
company, Corral Petroleum Holdings is dependent upon equity contributions from its parent company, Moroncha Holdings, 
or its 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 Business—Corral Petroleum Holdings is a 
holding company with no revenue generating operations of its own. We depend on the ability of our subsidiaries and our 
shareholder to distribute cash to us.” 

As of December 31, 2009, we had approximately SEK 532 million in operating lease obligations. We continue to 
review opportunities for improving our refineries where returns on investment would justify these improvements. Any such 
investments could require considerable capital investment. We intend to fund these expenditures from equity contributions 
from our parent company, Moroncha Holdings, or its shareholder, available cash reserves, internally generated cash flow 
from operating activities and amounts available under our unutilized credit facilities. 

We made capital expenditures of SEK 726 million (€70 million) for the year ended December 31, 2008, compared 
with SEK 1,562 million (€151 million) for the year ended December 31, 2007. For the year ended December 31, 2009, we 
made capital expenditures of SEK 641 million (€62 million), compared with SEK 726 million (€70 million) for the year 
ended December 31, 2008. These expenditures were funded from available cash reserves, internally generated cash flow from 
operating activities and long-term debt. Most of our capital expenditures in 2007 related to major turnaround maintenance 
that occurred at Preemraff Gothenburg in the second quarter of 2007 and at Preemraff Lysekil in the third quarter of 2007. 
We spent approximately SEK 608 million for costs associated with the turnaround maintenance of the refineries. Most of our 
capital expenditures in 2008 at Preemraff Gothenburg and Preemraff Lysekil were related to a few medium-sized projects and 
a large number of small projects. The medium-sized projects at Preemraff Gothenburg consisted of (i) the revamp of the 
crude distillations units for improved yield and energy saving; (ii) the modification of the mild hydrocracker for production 
of green diesel; and (iii) the upgrade of the tank bunds and sewer system. Preemraff Lysekil’s medium-size projects consisted 
of (i) the modification of the vacuum distillation unit for increased yield and (ii) the installation of low nitrogen oxide burners 
in the visbreaker heaters. In 2010, in line with our strategy to make focused capital expenditures, we expect to commit 
approximately SEK 700 million (€68 million) to capital expenditures. These capital expenditures will be primarily for 
maintenance and health, safety and environmental upgrades, including upgrades to approximately 180 service stations to 
provide renewable fuel sales, which is expected to cost approximately SEK 18 million (€1.7 million). 

Description of Indebtedness 

Indebtedness.  As of December 31, 2009, we had total consolidated indebtedness (consisting of total long-term debt 
and total current debt) of SEK 20,227 million (€1,954 million). We also had amounts available under our unutilized credit 
facilities of SEK 1,614 million (€156 million). As of December 31, 2009, our indebtedness bore interest at a weighted 
average annual rate of 4.64%.  As of December 31, 2008, we had total consolidated indebtedness (consisting of total long-
term debt and total current debt) of SEK 21,999 million (€2,125 million). We also had amounts available under our unutilized 
credit facilities of SEK 995 million (€96 million). As of December 31, 2008, our indebtedness bore interest at a weighted 
average annual rate of 6.64%.  

In connection with the Former Corral Petroleum Holdings Acquisition, pursuant to which we acquired all of the 
issued and outstanding share capital of Former Corral Petroleum Holdings from Moroncha Holdings, we issued and delivered 
a promissory note to Moroncha Holdings in the amount of SEK 6,500 million. On April 5, 2007, Corral Petroleum Holdings 
issued €355 million aggregate principal amount of its Floating Rate Split Coupon Notes due 2010 and $350 million aggregate 
principal amount of its Floating Rate Split Coupon Notes due 2010. We used proceeds from the offering of the Existing 
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Notes to partially repay the Moroncha Note (the remainder of which (approximately SEK 1,407 million) was set off entirely 
at the closing of the offering of the Existing Notes against an unconditional shareholder’s contribution to Corral Petroleum 
Holdings by Moroncha Holdings). 

Preem and Former Corral Petroleum Holdings entered into the 2008 Credit Facility pursuant to a Facilities 
Agreement dated September 17, 2008, among Preem as borrower, Former Corral Petroleum Holdings as borrower and 
guarantor, Merchant Banking, Skandinaviska Enskilda Banken AB (publ), Handelsbanken Capital Markets, Svenska 
Handelsbanken (AB) (publ), as mandated lead arrangers, certain financial institutions, as lenders, Merchant Banking, 
Skandinaviska Enskilda Banken AB (publ), as facility and security agent, Skandinaviska Enskilda Banken AB (publ) as 
factoring bank, and Svenska Handelsbanken AB (publ) as issuing bank. Following the merger of Former Corral Petroleum 
Holdings into Preem on October 30, 2008, Preem assumed all the assets and liabilities of Former Corral Petroleum Holdings. 
The 2008 Credit Facility provides Preem with a SEK 7,200 million term loan and multi-currency revolving facility comprised 
of a SEK 5,200 million term loan facility and a SEK 2,000 million multi-currency revolving facility and $1,783 million (or 
the equivalent thereof in other currencies) of revolving credit and term loan facilities comprised of a $433.1 million 
multi-currency term loan facility and a $1,350 million (as amended) multi-currency revolving credit loan. Loans under the 
revolving credit facilities may be used to finance eligible inventories and eligible trade receivables, for repayment of pre-
existing debt or for general corporate purposes. The proceeds of the loans under the term loan facility were used to repay 
outstanding debt including the facility agreement dated June 16, 2006 between Preem and Former Corral Petroleum 
Holdings, as borrowers, and Skandinaviska Enskilda Banken AB (publ), as facility agent, as amended (the “2006 Credit 
Facility”). 

On April 8, 2009 Preem entered into the First Supplemental Agreement to the 2008 Credit Facility as a consequence 
of the oil price market volatility; in particular, the sharp drop in the price of Dated Brent crude oil after the first draw down of 
the 2008 Credit Facility in September 2008. As a result of this drop, Preem experienced a liquidity squeeze. The decrease in 
the borrowing base, which is linked to the value of inventory, substantially reduced the availability under Facility A of the 
2008 Credit Facility. It was clear to management that Preem could be, as of year end 2008, in breach of its net debt/equity 
covenants under the 2008 Credit Facility through the reduced equity of the business. Accordingly, Preem began negotiations 
with the Facility Agent under the 2008 Credit Facility with regard to certain waivers and amendments. See “Description of 
Certain Indebtedness—2008 Credit Facility.” 

On January 25, 2010 Preem entered into the Second Supplemental Agreement to the 2008 Credit Facility as a 
consequence of the ongoing deterioration in refining margins, and the consequent impact on the earnings and cash flows of 
Preem’s business.  It was clear to management that Preem could be, as of year end 2009, in breach of one or more of its 
financial covenants under the 2008 Credit Facility, and that it was prudent to seek additional operational headroom than was 
provided by the financial covenants in the 2008 Credit Facility, for the remainder of the term of the 2008 Credit Facility.  
Accordingly, Preem negotiated with the lenders under the 2008 Credit Facility for certain further waivers and amendments as 
set out in the Second Supplemental Agreement, certain of which are conditional on the issuance of new notes.  Because of 
this conditionality under the Second Supplemental Agreement, as well as the deadline under the Second Supplemental 
Agreement for the issuance of new notes to have been completed by April 15, 2010, Preem is currently seeking further 
consents from the lenders under the 2008 Credit Facility to extend this deadline and to have the financial covenant levels 
under the 2008 Credit Facility reset immediately upon the Lock-up Provisions becoming effective.   See “Description of 
Certain Indebtedness—2008 Credit Facility.”  We cannot assure you however, that such Consents would be granted.  

Ranking of our indebtedness.  The following table shows the breakdown of the total indebtedness of Corral 
Petroleum Holdings as of December 31, 2009. 

 December 31, 2009 
Borrower Current debt Long-term debt Total debt 

 (in millions SEK) 
Corral Petroleum Holdings ....................................................................... 6,775 — 6,775 
Structurally senior debt    
Preem........................................................................................................ 3,735 9,718 13,452 
Subsidiaries of Preem ............................................................................... — — — 
Total ......................................................................................................... 10,510 9,718 20,227 

 

Long-Term Financial Obligations and Other Commercial Commitments 

The following table summarizes contractual principal maturities of Corral Petroleum Holdings’ long-term debt, 
including its current portion, and our minimum payments required under our lease obligations and purchase obligations, each 
as of December 31, 2009. 
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 Payments due by period 

Contractual Obligations Total 
Less than 

1 year 1-3 years 3-5 years 
More than

5 years 
 (in millions SEK) 

Other long-term debt obligations ............................................... — — — — — 
Operating lease obligations........................................................ 532 92 251 125 64 
2008 Credit Facility ................................................................... 13,452 3,735 9,718 — — 
Existing Notes ........................................................................... 6,775 6,775 — — — 
Total .......................................................................................... 20,759 10,602 9,969 125 64 

 

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 shareholder, 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. 

Since the 2006 Credit Facility, Preem has not been permitted to expend any cash, declare any dividends or otherwise 
transfer any funds to Corral Petroleum Holdings, except that it may do so provided it maintains certain financial ratios and 
repays or prepays specified amounts. These restrictions remain in the 2008 Credit Facility. Under the 2008 Credit Facility, 
Preem obtained an additional right to declare and pay dividends or lend money to Corral Petroleum Holdings, at any time on 
or prior to April 15, 2010, up to the maximum of $130 million over the life of the 2008 Credit Facility, provided (i) certain 
defaults are not outstanding under the 2008 Credit Facility; and (ii) the proceeds are either used for the purpose of paying 
interest that is next due under the Existing Notes in cash or for repaying the Moroncha Note; or administrative costs to Corral 
Petroleum Holdings up to a maximum of $500,000 in any calendar year. However, this additional right is being removed 
upon the effective date of the Second Supplemental Agreement for the term of the 2008 Credit Facility. 

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; 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 group, including the need for consolidation, liquidity or financial position of 
Preem and the group, would not be defendable. 

As a result of the above, Corral Petroleum Holdings’ ability to service cash interest payments or other cash needs is 
considerably restricted. Currently, Preem would not be permitted to pay a dividend and it is unlikely that this situation will 
change significantly. 

Quantitative and Qualitative Disclosures about Market Risk 

Our primary market risk exposures are commodity 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. Commodity 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 (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 
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recognized in our financial statements as adjustments to cost of goods sold. 

Fluctuations in the crude oil price were significant during 2008. Based on data from Platts, the price of Dated Brent 
crude oil was approximately $97 per barrel at the start of the year and ended at approximately $37 per barrel. In 2008, the 
price of Dated Brent crude oil increased significantly in the first and second quarters, peaking at approximately $144 per 
barrel in the beginning of the third quarter. However, the price of Dated Brent crude oil declined significantly during the third 
and fourth quarters of 2008, reaching a low of approximately $34 per barrel and ending the year at approximately $37 per 
barrel. As of December 31, 2009, Dated Brent crude oil prices increased to approximately $78 per barrel. 

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, including a value-at-risk limit on total exposure of $5 million. See “—Trading activities.” 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 commodity. As of December 31, 2008, we had a net short derivative position on crude oil and refined products 
derivative contracts of 338,000 cubic meters (approximately 2 million barrels) off-setting a long physical position. The 
unrealized loss on these contracts was SEK 149 million as of December 31, 2008. As of December 31, 2009, we had a net 
short position on crude oil (excluding the extraordinary hedge of the normal inventory on crude oil) and refined products 
derivative contracts of 192,000 cubic meters (approximately 1.2 million barrels). The unrealized profit of these contracts as 
of December 31, 2009 was SEK 20.2 million. 

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, 2009, there was no open position on derivative contracts 
not treated as a hedge. 

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 “—Fluctuations in Foreign Currency Exchange Rates” for a discussion of our 
exposure to changes in the dollar-krona and euro-krona exchange rates. 

As of December 31, 2009, the krona-denominated variable-rate indebtedness of Corral Petroleum Holdings totaled 
SEK 7,965 million. As of December 31, 2009, the dollar-denominated variable-rate indebtedness of Corral Petroleum 
Holdings totaled $1,143 million. As of December 31, 2009, the euro-denominated variable-rate indebtedness of Corral 
Petroleum Holdings totaled €388 million (including short-term and long-term indebtedness). 

Corral Petroleum Holdings had, as of December 31, 2009, cash and cash equivalents in foreign currencies 
amounting to SEK 230 million, of which the equivalent of SEK 224 million was denominated in dollars, the equivalent of 
SEK 5 million was denominated in euro and the equivalent of SEK 1 million was denominated in Polish zloty. 

The table below presents, as of December 31, 2009, a summary of long-term financial instruments, including their 
current positions, by functional currency and expected maturity dates, which are derived from the audited consolidated 
financial statements of Corral Petroleum Holdings. 
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 Payment Due Period    

 2010 2011 2012 2013 2014 2015+ 
Total 

Value(1)

Percentage 
of 

Total Long
Term Debt 

% 
Estimated
Fair Value 

 (in millions SEK, except %) 
Krona-denominated 

indebtedness as of 
December 31, 2009:          

Fixed rate debt—amount due ......  — — — — — — — — — 
Variable rate debt—amount due .  1,028 4,937 — — — — 5,965 52% 5,965
Dollar-denominated 

indebtedness as of 
December 31, 2009:          

Fixed rate debt—amount due ......  — — — — — — — — — 
Variable rate debt—amount due .  707 4,780 — — — — 5,487 48% 5,487
Euro-denominated 

indebtedness as of 
December 31, 2009:          

Fixed rate debt—amount due ......  — — — — — — — — — 
Variable rate debt—amount due .  — — — — — — — — — 
          
__________________________ 
(1)  Includes current portion of long term debt. 
(2)  The interest rate for amounts of up to SEK 1,876 million and which mature in 2010 will not exceed 5%. 
(3)  Preem has an interest rate swap of $200 million, which pays a fixed interest rate of 4.6275% and matures in 2010. 
 

As of December 31, 2008, the krona-denominated variable-rate indebtedness of Corral Petroleum Holdings totaled 
SEK 8,943 million. As of December 31, 2008, the dollar-denominated variable-rate indebtedness of Corral Petroleum 
Holdings totaled $1,156 million. As of December 31, 2008, the euro-denominated variable-rate indebtedness of Corral 
Petroleum Holdings totaled €374 million. 

Corral Petroleum Holdings had, as of December 31, 2008, cash and cash equivalents in foreign currencies 
amounting to SEK 115 million, of which the equivalent of SEK 41 million was denominated in dollars, the equivalent of 
SEK 67 million was denominated in euro, the equivalent of SEK 4 million was denominated in British pounds, the equivalent 
of SEK 1 million was denominated in Moroccan dirham and the equivalent of SEK 2 million was denominated in Polish 
zloty. 

The table below presents, as of December 31, 2008, a summary of long-term financial instruments, including their 
current positions, by functional currency and expected maturity dates, which are derived from the audited consolidated 
financial statements of Corral Petroleum Holdings. 

 Payment Due Period    

 2009 2010 2011 2012 2013 2014+ 
Total 

Value(1)

Percentage 
of 

Total 
Long 

Term Debt 
% 

Estimated
Fair Value 

 (in millions SEK, except %) 
Krona-denominated 

indebtedness as of 
December 31, 2008:        

Fixed rate debt—amount due ...... — — — — — — — — — 
Variable rate debt—amount 

due .......................................... 1,028 1,027 4,888 — — — 6,943 35% 6,943
Dollar-denominated 

indebtedness as of 
December 31, 2008:        

Fixed rate debt—amount due ...... — — — — — — — — — 
Variable rate debt—amount 

due .......................................... 760 3,622 4,579 — — — 8,961 45% 8,961
Euro-denominated 

indebtedness as of 
December 31, 2008:        

Fixed rate debt—amount due ...... — — — — — — — — — 
Variable rate debt—amount 

due .......................................... — 4,095 — — — — 4,095 20% 4,095
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(1) Includes current portion of long-term debt. The interest rate for amounts of up to SEK 1,876 million and which mature in 2010 will not exceed 
5%. Preem has an interest rate swap of $200 million, which pays a fixed interest rate of 4.6275% and matures in 2010. 

The table below presents, as of December 31, 2007, a summary of long-term financial instruments, including their 
current positions, by functional currency and expected maturity dates, which are derived from the audited consolidated 
financial statements of Corral Petroleum Holdings. 

 Payment Due Period  

 2008 2009 2010 2011 2012 2013 Thereafter 
Total 

Value(1)

% of 
Total 
Long-
Term 
Debt 

Estimated
Fair Value

 (in millions SEK, except %) 
Krona-denominated 

indebtedness as of 
December 31, 2007:         
Fixed rate debt—amount 

due ................................... — — 235 — — — — 235 2% 259 
Variable rate debt—

amount due ...................... 1,576 1,876 1,876 2,357 — — — 7,685 45% 7,685 
Dollar-denominated 

indebtedness as of 
December 31, 2007:         
Fixed rate debt—amount 

due ................................... — — 356 — — — — 356 2% 389 
Variable rate debt—

amount due ...................... — — 2,305 2,943 — — — 5,248 31% 5,248 
Euro-denominated 

indebtedness as of 
December 31, 2007:         
Fixed rate debt—amount 

due ................................... — — — — — — — — — — 
Variable rate debt—

amount due ...................... — — 3,424 — — — — 3,424 20% 3,424 
Moroccan 

Dirham-denominated 
indebtedness as of 
December 31, 2007:         
Fixed rate debt—amount 

due ................................... — — — — — — — — — — 
Variable rate debt—

amount due ...................... — — — — — — — — — — 

 
(1) Includes current portion of long-term debt. The interest rate for amounts of up to SEK 1,876 million and which mature in 2010 will not exceed 

5%. Preem has an interest rate swap of $200 million, which pays a fixed interest rate of 4.6275% and matures in 2010. 

The following table provides a breakdown by currency of our variable rate and fixed rate indebtedness as of 
December 31, 2009. 

 Variable-Rate Fixed-Rate 
Krona ..................................................................................................................................... 7,966 —
Dollar ..................................................................................................................................... 1,143 —
Euro ....................................................................................................................................... 388 —

 

Interest Rate Risk 

In the normal course of our business, we hold various financial instruments that expose us to the risk of loss arising 
from changes in the market interest rates. 

We use interest rate swaps to manage our interest rate risk. On December 31, 2009, Preem had an open interest rate 
swap position, with a negative amount of SEK 53 million. On December 31, 2008, Preem had an open interest rate swap 
position, with a negative amount of SEK 94 million. On December 31, 2007, Preem had an open interest rate swap position, 
with a negative amount of SEK 29 million. 

As of December 31, 2009, SEK 20,227 million of the indebtedness of Corral Petroleum Holdings required payment 
at variable rates (of which SEK 11,452 million were long-term loans, including the current portion of long-term loans).   
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The table below presents, as of December 31, 2009, principal cash flows and related weighted average interest rates 
by expected maturity dates, which are derived from the audited consolidated financial statements of Corral Petroleum 
Holdings. 

 2010 2011 2012 2013 2014 2015+ 
Total 

Value(1)

% of 
Total 
Long-
Term 
Debt 

Estimated
Fair 

Value 
 (in millions SEK, except %) 

As of December 31, 2009:          
Fixed rate debt-amount due......  — — — — — — — — — 
Weighted average interest rate .  — — — — — — — — — 
Variable rate debt-amount due .  1,735 9,717 — — — — 11,452 100% 11,452
Weighted average interest rate .   4.82%  4.02% — — — —  4.14% — — 

 
(1) Includes current portion of long-term debt. 

As of December 31, 2008, SEK 21,999 million of the indebtedness of Corral Petroleum Holdings required payment 
at variable rates (of which 19,999 were long-term loans).  

The table below presents, as of December 31, 2008, principal cash flows and related weighted average interest rates 
by expected maturity dates, which are derived from the audited consolidated financial statements of Corral Petroleum 
Holdings. 

 2009 2010 2011 2012 2013 2014+ 
Total 

Value(1)

% of 
Total 
Long-
Term 
Debt 

Estimated
Fair 

Value 
 (in millions SEK, except %) 

As of December 31, 2008:   
Fixed rate debt-amount due......  — — — — — — — — —
Weighted average interest rate .  — — — — — — — — —
Variable rate debt-amount due .  1,787 8,744 9,467 — — — 19,999 100% 19,999
Weighted average interest rate .  4.80% 9.00% 5.15% — — — 6.80% — —

 
(1) Includes current portion of long-term debt. 

As of December 31, 2007, SEK 591 million of the indebtedness of Corral Petroleum Holdings required payment at 
fixed rates and SEK 17,618 million required payment at variable rates (of which 16,357 were long-term loans). 

The table below presents, as of December 31, 2007, principal cash flows and related weighted average interest rates 
by expected maturity dates, which are derived from the audited consolidated financial statements. 

 2008 2009 2010 2011 2012 2013+ Thereafter
Total 
Value 

% of Total
Long-
Term 
Debt(1)

Estimated
Fair Value

 (in millions SEK, except %) 
As of December 31, 2007:           

Fixed rate debt—amount due  — — 591 — — — — 591 3% 648 
Weighted average interest 

rate ....................................  — —  6.10% — — — —  6.10% — — 
Variable rate debt—amount 

due ....................................  1,576 1,876 7,605 5,300 — — — 16,357 97% 16,357
Weighted average interest 

rate ....................................   6.96%  6.96%  9.20%  6.53% — — —  7.86% — — 

 
(1) Includes current portion of long-term debt. 

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 

 30



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. 

Contingencies 

We record an estimated loss from a loss contingency when information available prior to issuance of our financial 
statements indicates that it is probable that an asset has been impaired or a liability has been incurred at the date of the 
financial statements and the amount of the loss can be reasonably estimated. Accounting for contingencies such as 
environmental, legal and income tax matters requires us to use our judgment. While we believe that our accruals for these 
matters are adequate, if the actual loss from a loss contingency is significantly different than the estimated loss, our results of 
operations may be over- or understated. 
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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 AB (“Preem”), which operates its business through two segments, a supply and 
refining segment and a marketing segment. We refine crude oil in Sweden and then market and sell refined products 
primarily in Sweden and other northwestern 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 2009. We sell more 
refined products in Sweden than any of our competitors. In Sweden, we had the leading wholesale market share in 2009 in 
terms of sales volume of diesel, heating oil and fuel oil with approximately 33% of diesel sales, 50% of heating oil sales and 
48% of fuel oil sales, according to the Swedish Statistical Central Bureau. In addition, our marketing segment’s share of the 
Swedish gasoline and diesel markets in terms of sales volume were approximately 11% and 23%, respectively, in 2009, 
based on data from the Swedish Statistical Central Bureau. 

Our supply and refining segment purchases and refines crude oil and then sells refined products wholesale to our 
marketing segment and to third parties. We also own a strategically located network of storage depots in Sweden. Our 
marketing segment consists of two divisions: a business-to-business division and a station and consumer division. The 
marketing segment resells refined products, wholesale, primarily in Sweden. We also sell our gasoline and diesel through 
approximately 410 Preem-branded manned and unmanned service stations, which are company-owned and dealer-operated, 
along with approximately 190 Såifa-branded unmanned diesel truck stops, which are company-owned. In 2009, our 
marketing segment had sales revenue of SEK 13,702 million (€1,323 million) and an operating income of SEK 213 million 
(€21 million). 

The following table shows the sales revenue and operating profit/(loss) for the business segments of Preem, our 
operating subsidiary, for each of the years ended December 31, 2007, 2008 and 2009. 

 

Combined as 
of and for the 

year ended 
December 31, 

2007(1)

Year ended 
December 31, 

2008 

Year ended 
December 31, 

2009 
 SEK SEK €(2) SEK €(2)

 (in millions) 
Sales Revenue:  
Supply and refining(3) .............................................................. 63,167 85,336 8,243 61,870  5,976
Marketing ................................................................................ 12,201 16,140 1,559 13,702  1,323
Exchange rate differences........................................................ (63) 482 47 (21)  (2) 
Group eliminations .................................................................. (11,391) (14,583) (1,409) (11,738)  (1,134)

Total Sales Revenue(4) ....................................................... 63,914 87,375 8,440 63,813  6,164
Operating profit/(loss):   
Supply and refining ................................................................. 4,585 (672) (65) 4,847  468 
Marketing ................................................................................ (74) (6) (1) 213  21 
Other non-allocated income (expense)(5) ................................. (669) (362) (35) (801)  (77) 

Total operating profit/(loss).............................................. 3,842 (1,040) (100) 4,259  411 
 

(1) Represents the financial data of Former Corral Petroleum Holdings for the period ended March 31, 2007 combined with the financial data of 
Corral Petroleum Holdings (formerly Corral Finans AB) for the period ended December 31, 2007, which provides representative year-end data 
following their consolidation on April 1, 2007. 

(2) We have translated kronor into euro at the rate of €1.00=SEK 10.3530 (the exchange rate on December 31, 2009). We have provided this 
translation solely for your convenience. The exchange rate on April 1, 2010 was €1.00=SEK 9.7365. 

(3) Includes sales by our supply and refining segment to our marketing segment of SEK 11,361 million (€1,097 million) for 2007 and SEK 
14,485 million (€1,399 million) for 2008 and SEK 11,659 million (€1,126 million) for 2009. 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. 

(4) 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. 

(5) 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 accounts 
payable/receivable. Our corporate cost center includes administrative and personnel-related expenses. 
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Our Strengths 

Our competitive strengths include: 

Our refineries are well positioned to generate higher refining margins than our competitors, primarily due to 
their sophisticated configuration and operating availability.  Our refineries are well positioned to generate higher refining 
margins than our competitors as a result of their sophisticated configuration, operating availability and ability to produce 
premium refined products, including to a large extent diesel. We anticipate that the global demand for diesel will increase 
over the next few years in connection with an economic upturn and industrial growth. This, in combination with Europe’s 
long-term structural deficit in diesel and our ability to produce high diesel yields, puts us in a strong position to benefit from 
this increased demand. According to the Solomon’s Fuels Refinery Performance Analysis 2008, our refineries perform highly 
when compared with their peers, especially in the delivery of high value products and operation availability. In 2009, we 
managed to achieve both record production and availability at our refineries where diesel represented approximately 45% of 
Preemraff Lysekil’s production and approximately 27% of Preemraff Gothenburg’s production. Our relatively high margins 
in comparison to most northwestern European cracking refineries are further enhanced by our ability to produce diesel that 
meets and, with respect to Swedish Environmental Class 1 diesel (“MK1”), surpasses the highest EU environmental 
specifications. In 2009, 13% of our total production was MK1 diesel, which supports our higher margins due to the limited 
number of refineries capable of meeting the environmental specifications required for such production. In the near term, we 
do not intend to undertake substantial upgrades or incur expansion expenditures. Furthermore, we have achieved enhanced 
production and reduced costs due to the captured synergies following the integration of our two refineries and the 
establishment of one management team in January 2007. 

We are the largest oil refining company in the Nordic region.  With a capacity to process 345,000 barrels of crude 
oil per day, our refinery production represented approximately 30% of the Nordic region’s refinery capacity and 
approximately 80% of the Swedish refinery capacity in 2009. As Sweden’s largest oil refining company, we participate in 
virtually every aspect of the petroleum refining and marketing industry. Our strong local presence has facilitated our long-
standing relationships with regional suppliers and customers. Furthermore, unlike most of our competitors, we are able to 
produce comparatively larger volumes of MK1 diesel for the captive Swedish market. These factors combined create barriers 
to entry in the Swedish market. Indeed, over the past several years, we have had a market share of approximately 41% of all 
the refined products sold in Sweden and we have sold more petroleum products in Sweden than any of our competitors. In 
2009, we had the leading market share in Sweden in terms of sales volume of diesel, heating oil and fuel oil with 
approximately 33% of diesel sales, 50% of heating oil sales and 48% of fuel oil sales, according to the Swedish Statistical 
Central Bureau. We have been a leader in each of these markets since our establishment, based on sales volume data from the 
Swedish Petroleum Institute and the Swedish Statistical Central Bureau. We also own a strategically located network of 
terminals where we operate depots, lease storage space to third parties and store our inventory. Our terminal network 
provides us with a structural advantage and creates further barriers to entry into the Swedish market. Additionally, our 
storage capacity provides us with the benefit of being able to receive and store large quantities of varying grades of crude oil 
from diverse sources at optimal prices. We believe that our leadership position in our markets is sustainable and contributes 
to the long-term stability of our cash flow. 

We are well positioned geographically to access our suppliers and target markets.  The geographical proximity of 
our refineries to our North Sea and Russian suppliers and our principal target markets in northwestern Europe, in particular 
Sweden and Denmark, allows us to maintain relatively low transportation and operational costs. The lower transportation 
costs contribute to our refining margins, as well as lower working capital requirements, and provide us with a competitive 
advantage relative to most of our competitors located outside Sweden. The lower operational costs result from our ability to 
receive shipments within a few days, which enables us to refine and deliver the refined product to the market before payment 
is due on the crude oil, resulting in the optimization of working capital. 

We can process high-sulphur heavy crude.  As a result of investments and improvements in the Preemraff Lysekil 
refinery, in particular the hydrocracker unit and upgrades that have increased hydrogen production and desulphurization 
capacity, we are able to process larger volumes of generally lower-cost heavy crude oil, unlike many of our competitors that 
did not make similar upgrades, and produce premium refined products, such as diesel. When the spread between the cost of 
Brent crude and heavy crude widens, we can utilize our facility to refine high-sulphur heavier crude to reduce our cost of 
goods sold and our working capital requirements. 

We are in a strong competitive position as a result of our sustainable business strategies.  Our sustainable business 
strategies have increased our efficiency and enhanced the positive public perception of our brand among our customers. 
Indeed, while we are known as being at the forefront of developing traditional petroleum products, we are also recognized as 
being among the leaders in the development of biofuels and we have successfully implemented internal programs that 
enhance the sustainability of our own business by reducing our emission levels and energy consumption. For example, we 
sell heat to surrounding municipalities, and, in 2008, we introduced an energy management system, which permits us to plan, 
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implement, follow-up, document and improve our energy consumption in a targeted, systematic way. We have also aligned 
with other energy-intensive companies in Sweden to form VindIn AB which aims to identify, develop, build and run wind 
power stations in Sweden in order to deliver electricity to the participants in the partnership. In addition, we have been able to 
utilize our existing and well positioned assets in furtherance of our biofuel growth strategy, which has enabled us to conserve 
capital and other resources. For example, we are in the process of partially converting our Gothenburg refinery into a bio-
refinery, whereas our competitors have had to build completely new units to achieve such results. In 2010, we plan to launch 
the first forest-based green diesel with 30% green content. The forest-based green diesel will be produced at our Gothenburg 
refinery from crude tall oil, which is based on by-products from the Swedish pulp industry. These measures, combined with 
our other sustainable business strategies, have increased our efficiency and positive public perception, thereby enhancing our 
competitive position in the market place. 

We have an experienced management team.  We have an experienced and committed senior management team 
with over 100 years of combined experience in the oil supply and refinery business. This depth of experience and technical 
knowledge enhances management’s ability to improve operating and cost efficiencies and to manage our business 
successfully through changing market conditions. 

Our Strategy 

Our business strategy is to enhance our operating margins and strengthen our position as one of Europe’s largest 
independent oil refining companies and the largest oil refining company in the Nordic region by employing the key measures 
set forth below: 

Enhance our refineries’ margins.  We intend to further enhance the operating profits generated by our refineries 
and maximize the value of our products by continuing to supply each refinery with the optimal crude oil package and by 
exploring methods to improve our energy efficiency, including expanding our sale of surplus heat to additional 
municipalities. We believe that diesel has large growth potential during periods of economic upturns and industrial growth. 
Therefore, we are focused on ensuring that Preem’s refineries remain well positioned to supply this demand through our large 
diesel production capacity. In the near term, we will also focus on further improving the quality of our products and reducing 
operating costs by continuing to capitalize on the synergies captured under the unification of our two refineries and further 
exploring methods to fully utilize the sophisticated configuration of our refineries, especially with respect to the hydrocracker 
unit at Preemraff Lysekil introduced in 2006. In parallel, we will continue developing programs to improve the quality of our 
refined products and to trim maintenance costs through more efficient work procedures while remaining mindful of 
sustaining and even increasing operational availability. 

Improve the margins and efficiency of our marketing operations.  In the business-to-business division of our 
marketing segment, our strategy is to concentrate on sales to more profitable large- and medium-sized commercial 
consumers. By shifting smaller consumers to independent dealers that buy exclusively from us, we are better able to focus on 
large- and medium-sized commercial consumers while maintaining our sales volume. Separately, we will continue to focus 
on increasing sales to retail customers, which are made through Preem-branded service stations that are company-owned and 
dealer-operated and Såifa-branded diesel truck stops that are company-owned. Through our network of Preem-branded 
service stations, we are able to control the pricing of our refined products without having to focus on the day-to-day 
operations. We will continue to pursue opportunities to strengthen our brand position and capitalize on the benefits stemming 
from our successful shop concept. Over the past three years, our operating income from our marketing segment has improved 
from a loss of SEK 74 million in 2007 to a loss of SEK 6 million in 2008 to an operating income of SEK 213 million for the 
year ended December 31, 2009. 

Pursue biofuel growth opportunities.  The demand for biofuels has increased in recent years, and as Sweden’s 
largest producer and supplier of fuels, we strive to lead the development of sustainable fuel sources that meet the 
transportation and energy demands of modern society. We will continue to increase our presence in this market by 
developing and selectively testing an array of alternative fuels that use renewable raw materials which do not compete with 
global food production, reduce water assets or threaten biodiversity. In furtherance of this strategy, we are also exploring 
alternative energy sources for our business, such as wind power, and we have developed a process to produce the first 
forest-based green diesel at our Gothenburg refinery from crude tall oil, which is based on by-products from the Swedish 
pulp industry. We plan on introducing this forest-based green diesel into the Swedish market during 2010. We also currently 
add 5% ethanol to all 95-octane gasoline and up to 5% rapeseed methyl ester in almost all Swedish diesel, and we intend to 
increase the percentage of ethanol in gasoline to 10% and rapeseed methyl ester in diesel up to 7% in Swedish products, 
which will further reduce carbon dioxide emissions in Sweden. We will also continue investigating further possibilities to 
adapt and upgrade our existing resources to improve our ability and capacity to produce biofuels, as we are doing with the 
partial adaptation of our Gothenburg refinery into a bio-refinery. Given the recent regulatory changes and tax incentives 
within the European Union and Sweden, and the likelihood of additional changes in coming years, we expect the demand for 
biofuels to continue growing. Our focus on our biofuel growth strategy and sustainable business objectives and polices places 
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us in a competitive position to continue benefiting from this increased demand. 

Disciplined capital investments.  While we continue to evaluate and consider investments to sustain and enhance 
our production and business, in the near term we plan to focus on maximizing the benefits realized from recent investments 
and do not have any major investments or upgrades currently planned at either of our refineries. 

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 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 113 million barrels of refined 
products in 2008 and approximately 110 million barrels of refined products in 2009. The refining margins (reflecting the 
gross margin minus variable costs) at Preemraff Lysekil were $4.67, $9.51 and $6.77 per barrel for the years ended 
December 31, 2009, 2008 and 2007, respectively. The refining margins at Preemraff Gothenburg were $1.32, $3.34 and 
$1.34 per barrel for the years ended December 31, 2009, 2008 and 2007, respectively. We also own a strategically located 
network of storage depots in Sweden. Our supply and refining segment had sales revenue of SEK 61,870 million (€5,976 
million), SEK 85,336 million (€8,243 million) and SEK 63,167 million (€6,101 million) and operating income of SEK 4,847 
million (€468 million), operating loss of SEK 672 million (€65 million) and operating income SEK 4,585 million 
(€443 million) for the years ended December 31, 2009, 2008 and 2007, respectively. 

The operations of our two refineries are combined, and are operated by one management team since January 2007. 
This has enabled us to reduce our combined operating costs, consolidate our management and administrative infrastructure, 
and optimize investments in upgrading our refining capabilities. 

Preemraff Lysekil 

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 2009. 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. Based on the Nelson Complexity Index, Preemraff Lysekil 
has a complexity index of 10. The refinery has visbreaker, 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 sulphur-free (10 parts per million) diesel. 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 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 very large crude carriers (“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 73.0 
million barrels, 71.0 million barrels and 59.5 million barrels for the years ended December 31, 2009, 2008 and 2007, 
respectively. 

Preemraff Lysekil’s facilities have been upgraded several times through large capital investments. As a result of 
these improvements, we believe that Preemraff Lysekil is one of the most sophisticated and flexible refineries in Europe. The 
following table summarizes the upgrades to Preemraff Lysekil: 

Upgrade at Preemraff Lysekil Function Year 
Visbreaker.......................................................................... Reduces the viscosity of the fuel oil and increases the 

yield of heating oil and gasoline 
1982

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

1984

Mild Hydrocracker............................................................. Desulphurizes and converts vacuum gasoil into lighter 
products and feedstock for the Hydrocracker 

1988

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

1991

Desulphurization/Dearomatization Unit ............................ Converts conventional heating oil or diesel into virtually 
sulphur- free, low-aromatic diesel 

1994

Tailgas Treatment Sulphur Recovery Unit ........................ Removes hydrogen sulphide and nitrogen oxides from 
refinery gases and recovers liquid sulphur 

1994

Prefractionater.................................................................... Reduces benzene formation in the platformer unit 1999
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Propylene Recovery Unit................................................... Removes propylene from polygasoline production and 
refinery fuel gas and recovers propylene 

2002

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

2003

Hydrocracker Unit ............................................................. Converts vacuum gas oil to lighter, higher-value products 2006
 

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 caverns have been blasted out of solid rock and have an aggregate capacity of approximately 8 million barrels. 
They have sophisticated equipment designed to ensure efficient and environmentally safe storage. 

Crude oil is pumped from the underground caverns into three above-ground crude “day tanks” with a total capacity 
of approximately 800,000 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 caverns. 

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 vacuum distillation unit to achieve the maximum volume of distillates. 
After the distillation, Preemraff Lysekil further refines, upgrades and processes the distillates as follows: 

• Visbreaker, Catalytic Cracker and Mild 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 catalytic cracker, which, by means of a catalyst, 
converts vacuum gasoil, a semi-finished product, and the bottom fraction from the hydrocracker into gasoline, 
heating oil and fuel oil. Third, in 1988, Preemraff Lysekil invested in a mild hydrocracker, which desulphurizes 
vacuum gasoil and converts it into lighter products and feedstock for the Hydrocracker. 

• Isomerization Unit.  The naphtha fraction (after desulphurization) is processed in a reformer unit to increase 
octane. 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. 

• Desulphurization/Dearomatization Unit.  Preemraff Lysekil has a highly sophisticated diesel 
desulphurization/dearomatization unit that was completed in 1994. This unit enables Preemraff Lysekil to 
produce virtually sulphur-free (10 parts per million) diesel fuel with an aromatic content of 5%. This grade is 
sold with a premium as Swedish Environment Class 1 diesel (“MK-1”). 

• Tailgas Treatment Sulphur Recovery Unit.  Preemraff Lysekil has a sulphur recovery unit combined with a 
tailgas-treating unit, which removes hydrogen sulphide 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 catalytic cracker. 

• 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. 

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

After processing, Preemraff Lysekil pumps the various refined products to the refinery’s 49 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 “online,” as required, and loaded directly onto 
product tanker vessels, thus reducing the need for blended product storage. Preemraff Lysekil has two separate product jetties 
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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. Given the sheltered position of 
Preemraff Lysekil’s berths, weather conditions over the last seven years have not caused any significant delay or disruption 
in either unloading crude oil or loading refined products. 

Historically, every four years, Preemraff Lysekil has been completely shut down for turnaround maintenance, which 
includes inspection of all processing units. The total shut-down period typically lasts six to seven weeks, which includes two 
weeks for shut-down and start-up activities. The last major maintenance was performed in the third quarter of 2007. From 
September 3, 2007 through November 5, 2007, Preemraff Lysekil was shut down for the planned turnaround. In addition to 
the planned maintenance and inspections, certain key improvement projects were carried out to further improve the 
performance of the refinery. This included modernization of the desulphurization/ dearomatization unit and of the catalytic 
cracker for improved capacity and yields. All units at Preemraff Lysekil have been fully operational since completion of the 
turnaround in November 2007. Based on the current Swedish legislation, Preemraff Lysekil is eligible to apply for an 
extension of its required turnaround maintenance for up to an additional two years. We plan on submitting an application 
during the course of 2010 and are confident that we will be granted an extension. Thus, the next major turnaround 
maintenance is scheduled for the third quarter of 2013. 

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. 

 For the year ended December 31, 
 2007 2008 2009 

 
Thousand 

bbls % 
Thousand 

bbls % 
Thousand 

bbls % 
Feedstocks   
Sweet Crude Oil.................................................................. 14,045 23 16,439 23 15,326 21
Sour Crude Oil.................................................................... 45,566 75 53,943 75 54,908 74
Unfinished and Blend Stocks.............................................. 1,056 2 1,593 2 3,710 5

Total Feedstock ............................................................. 60,666 100 71,975 100 73,944 100
Utilization Rate ................................................................. 79  88 88
 
Production   
Liquefied Petroleum Gas .................................................... 1,113 2 1,550 2 1,498 2
Gasoline .............................................................................. 19,966 34 23,776 33 23,472 32
Diesel .................................................................................. 24,496 41 32,402 46 32,815 45
Heating Oil ......................................................................... 430 1 0 0 0 0
Vacuum Gas Oil ................................................................. 857 1 212 0 582 1
Heavy Fuel Oil.................................................................... 11,616 19 12,558 18 13,188 18
Other ................................................................................... 1,019 2 501 1 1,403 2

Total Production ........................................................... 59,497 100 70,999 100 72,958 100
 

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

Preemraff Gothenburg 

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. 
The refinery has a mild hydrocracker unit, which enables it to upgrade part of its heavy oil production to low-sulphur heating 
oil. It also has a highly sophisticated desulphurization/dearomatization unit, which permits it to manufacture virtually 
sulphur-free (10 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. 
The refinery also benefits from two integrated systems for the utilization of waste or surplus heat. For the year ended 
December 31, 2009, Preemraff Gothenburg generated additional operating profit from the sale of surplus heat of SEK 
64.1 million (€6.2 million) with relatively little additional operating cost. Based on the Nelson Complexity Index, Preemraff 
Gothenburg has a complexity index of 6. 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 
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minimize distribution costs. Preemraff Gothenburg has a total storage capacity of approximately 12 million barrels and a total 
refining capacity of approximately 125,000 barrels of crude oil per calendar day. Aggregate production of refined products at 
Preemraff Gothenburg was approximately 37.4 million barrels, 42.5 million barrels and 35.6 million barrels for the years 
ended December 31, 2009, 2008 and 2007, respectively. 

Preemraff Gothenburg has been upgraded several times through large capital investments. As a result of these 
improvements, we believe that Preemraff Gothenburg is one of the best-performing hydroskimming refineries in Europe. The 
following chart summarizes upgrades to Preemraff Gothenburg: 

Upgrade at Preemraff Gothenburg Function Year 
Isomerization Unit ............................................................. Produces an additional low-benzene gasoline component 1993
Desulphurization/Dearomatization Unit ............................ Converts conventional heating oil or diesel into virtually 

sulphur-free, low aromatic diesel 
1997

Heavy Gasoil Upgrading Unit ........................................... Upgrades heavy gasoil into heating oil for commercial 
use 

1997

Sulphur Recovery Units..................................................... Converts hydrogen sulphide into liquid sulphur 1997
Molex Unit......................................................................... Increases the octane of the gasoline component isomerate 2002
Mild Hydrocracker Unit..................................................... Upgrades heavy oil production to low-sulphur heating oil 2003

 

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. Between 50 and 60 crude 
oil carriers arrive at Torshamnen each year. At Preemraff Gothenburg, the crude oil is discharged into seven above-ground 
storage tanks and two underground caverns with a combined storage capacity of approximately 5.6 million barrels. 

Preemraff Gothenburg operates two identical crude distillation units. During distillation, the crude oil is heated until 
it separates into different fractions. After distillation, Preemraff Gothenburg further refines, upgrades and processes the 
fractions as follows: 

• 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 the high-octane component. 

• Isomerization Unit.  The naphtha fraction (after desulphurization) is processed in a reformer unit to increase 
octane. In Preemraff Gothenburg’s isomerization unit, completed in 1993, an additional, low-benzene 
component for blending gasoline is produced. 

• Desulphurization/Dearomatization Unit.  Preemraff Gothenburg’s highly sophisticated heating oil/diesel 
desulphurization/dearomatization unit was completed in 1997. This unit enables Preemraff Gothenburg to 
produce virtually sulphur-free (10 parts per million) and low-aromatic diesel from crude oil with high sulphur, 
which is typically lower in price than crude oil with low-sulphur content. 

• Heavy Gasoil Upgrading Unit.  In 1997, Preemraff Gothenburg installed a heavy gasoil-upgrading unit, which 
upgrades heavy gasoil into heating oil for commercial use. 

• Sulphur Recovery Units.  The hydrogen sulphide formed during the various desulphurization reactions is fed to 
Preemraff Gothenburg’s sulphur recovery units, which were installed in 1997, and converted to liquid sulphur 
for resale as a feedstock to chemical companies. 

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

• Mild Hydrocracker Unit. 

• In 2003, Preemraff Gothenburg completed construction of a mild hydrocracker unit, which enables 
Preemraff Gothenburg to upgrade part of its heavy oil production to low-sulphur heating oil. 

• 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 will 
enable us to begin producing biofuel diesel. 

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 
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by ship, rail and truck. 

Preemraff Gothenburg has two integrated systems for the utilization of waste or surplus heat with a total capacity in 
excess of 100 megawatts. The system enables selling 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 and approximately 
100,000 barrels of fuel oil per year to AB Volvo. Preemraff Gothenburg generated additional operating profit from these 
activities of SEK 64.1 million (€6.2 million) in 2009 with relatively little additional operating cost.  

Every four years, Preemraff Gothenburg is completely shut down for turnaround maintenance, which includes 
inspection of all processing units. During the start-up of the refinery, a fire erupted at one of the crude units, causing a delay 
in re-starting the unit and losses of SEK 97 million (€9 million). The maintenance period typically lasts four to six weeks. 
The most recent major turnaround maintenance was in the second quarter of 2007 and the next major turnaround maintenance 
is scheduled for the third quarter of 2011. 

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

 For the year ended December 31, 
 2007 2008 2009 

 
Thousand 

bbls % 
Thousand 

bbls % 
Thousand 

bbls % 
Feedstocks   
Sweet Crude Oil............................................................................ 34,240 92 40,573 92 35,238 91
Sour Crude Oil.............................................................................. — — — — — —
Unfinished and Blend Stocks........................................................ 2,809 8 3,447 8 3,688 9

Total Feedstock....................................................................... 37,049 100 44,020 100 38,926 100
Utilization Rate ........................................................................... 81  89 77
 
Production   
Liquefied Petroleum Gas .............................................................. 969 3 1,029 2 742 2
Gasoline........................................................................................ 9,268 26 11,195 27 10,446 28
Diesel............................................................................................ 9,888 28 12,857 30 10,104 27
Heating Oil ................................................................................... 4,181 12 5,115 12 5,448 15
Heavy Fuel Oil ............................................................................. 10,518 29 11,862 28 10,043 27
Other............................................................................................. 799 2 396 1 643 2

Total Production..................................................................... 35,623 100 42,454 100 37,427 100
 

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 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. 

Products 

Our two refineries produce liquefied petroleum gas, gasoline, diesel, heating oil and fuel oil. In addition, Preemraff 
Gothenburg produces 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. 

Sales 

Our supply and refining segment exports over one half of its products each year (approximately 67% in both 2008 
and 2007). For 2009, we anticipate that our export share will be as high as or slightly higher than in 2008. Our exports are 
primarily to northwest Europe, including to other countries in Scandinavia, France, Germany and the United Kingdom. In 
2009, our supply and refining segment sold approximately 81% (by value) of its products to third parties and 19% (by value) 
to our marketing segment. With respect to third-party sales, we sell our refined products on the spot market and pursuant to 
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sales agreements with terms generally not exceeding 12 months. Our third- party customers are predominantly other oil 
companies, including 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. Approximately 
90% of our third- party sales of heavy fuel oil are sales to oil companies, bunker distributors in the local market and traders, 
with the remaining 10% sold directly to industrial customers. 

Raw Materials 

Supply.  Presently we have no supply contracts for crude oil. In 2009, as in 2008, we purchased all 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. In addition to avoiding the risk of premiums associated with long-term contracts, 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.  We hold large inventories of crude oil and refined products and, as a result, our 
financial results are 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 rise in tandem, our gross profit would generally be positively affected because 
we compute the gross profit as the excess of sales revenue (determined at the time of sale at the higher refined product prices) 
over the cost of goods sold (determined at the earlier time the crude oil is purchased at lower prices). Conversely, a portion of 
the gross loss that we record during a period of falling prices may be attributable solely to the decrease in prices during the 
period after we buy the crude oil and prior to the time we finish refining it and sell it. 

However, during periods of rising crude oil prices, the cost of replenishing our crude oil inventories and, thus, our 
working capital requirements similarly increase. Because changes in refined product prices tend to lag behind changes in 
crude oil prices, we generally experience the increased working capital requirements from higher crude oil prices sooner, and 
to a greater degree, than the benefits to our gross profit that may arise from selling products at higher refined product prices. 

Depending on the rate and the duration of the increase, and the degree to which crude oil prices move more than 
refined prices, our gross profit margins may actually decline during periods of rising crude oil prices. During periods of 
declining crude oil prices, we believe that we experience the opposite effects. Both the crude oil market and the refined 
products market are volatile. 

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. Therefore, 
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. See also “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations—Quantitative and Qualitative Disclosures about Market Risk—
Commodity Price Risk” included elsewhere in this Business Update. 

Inventory Management.  We employ several strategies to minimize 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 12 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. 
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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 850,000 cubic meters (approximately 5 million barrels). Pursuant to EU and Swedish 
legislations, we are required to keep compulsory storage at our refineries and depots. However, our current inventory exceeds 
these minimum requirements and, thus, also enables us to earn income by selling certificates for storage capacity to other oil 
companies for their EU-imposed compulsory storage obligations. Our substantial storage capacity at both our storage depots 
and at our refineries also enables us to earn rental income by leasing a portion of the capacity to third parties. Currently, 
approximately 600,000 to 700,000 cubic meters (approximately 4 million barrels) are leased out to third parties, which 
represent approximately 12% of our total storage capacity. In addition, we have potential additional storage capacity at 
Aspedalen, next to our Lysekil refinery, which could increase our storage capacity by 1,800,000 cubic meters (approximately 
11 million barrels). However, this additional storage capacity would require substantial capital investments, which we do not 
expect to make in the near term. In 2008, we generated SEK 23.5 million (€2.3 million) in the sale of storage certificates and 
rental income from third parties. 

Marketing Operations 

The marketing segment resells refined products in Sweden. Our marketing segment consists of two divisions: a 
business-to-business division that sells to large- and medium-sized commercial customers and independent dealers and a 
station and consumer division that sells our gasoline and diesel through approximately 410 Preem branded manned and 
unmanned service stations, which are company-owned and dealer-operated, along with approximately 190 Såifa- branded 
diesel truck stops, which are company-owned. Our marketing segment had sales revenue of SEK 13,702 million 
(€1,323 million), SEK 16,140 million (€1,559 million) and SEK 12,201 million (€1,178 million) and operating income of 
SEK 213 million (€21 million), operating loss of SEK 6 million (€1 million) and operating loss of SEK 74 million 
(€7 million) for the years ended December 31, 2009, 2008 and 2007, respectively. In 2008, approximately 17% (by value) of 
the products made by our supply and refining segment was sold to our marketing segment, and the other 83% (by value) was 
sold to third parties. In 2009, approximately 19% (by value) of the products made by our supply and refining segment was 
sold to our marketing segment, and the other 81% (by value) was sold to third parties. 

Business-to-Business 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 segment, we no longer sell refined products directly to small-size 
commercial consumers or private consumers. Instead, we have in recent years supplied our products to a network of 
independent dealers, who in turn sell directly to these customers. The independent dealers 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 independent 
dealers to handle sales to smaller commercial customers and retail consumers and focusing our sales and marketing 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 business-to-business division, we have also outsourced route planning and transportation of products to 
the independent dealers, which has helped reduce our costs. In 2008, we created a sales staff and support team to help 
increase our sales of diesel by increasing our market share in the commercial road traffic segment and the fleet segment, 
which include company cars and light transportation. 

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

Within the business-to-business division, total volumes for 2009 increased by approximately 10% compared to the 
same period last year as a result of the increasing demand for diesel and heating oil. 

Station and Consumer Division 

Our station and consumer division consists of a network of service stations throughout Sweden. We have a network 
of approximately 410 service stations in Sweden operating under the Preem brand name that are company-owned and dealer- 
operated. This network of Preem-branded stations consists of both full-service stations, offering a variety of products through 
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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 
approximately 190 unmanned diesel truck stops that are company-owned and operate under the brand name “Såifa.” 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 Preem’s manned and unmanned stations as of December 31, 2009. 

Type of Station Preem(1) Såifa 
Manned .................................................................................................................................................. 187 — 
Unmanned.............................................................................................................................................. 222 187 

Total .................................................................................................................................................. 409 187 

 
(1) Ten of our 409 Preem-branded stations are boat stations, nine of which are manned and one of which is unmanned. 

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. 

A key component of this strategy was to outsource the operation and management of our company-operated stations 
and convenience shops to independent dealer operators, which was completed in 2008. 

Transferring the operation of company-operated stores to independent dealer operators was an important factor in 
the cost reductions achieved in connection with the restructuring of the marketing segment. We have substantially 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. 

Competition 

Our supply and refining segment competes primarily with AB Svenska Shell, which owns and operates the only 
other competing oil refinery in Sweden and, to a lesser degree, with Neste Oil Corporation and Statoil ASA. Outside Sweden, 
we compete with the refineries in North Western Europe that can serve our target markets, primarily Scandinavia, the United 
Kingdom and Germany. The principal competitive factors affecting our refining operations are the price and availability of 
crude oil and other feedstock, refinery efficiency, the refined product mix, and product distribution and transportation costs. 
Our marketing segment competes primarily with AB Svenska Statoil, OK-Q8 AB and AB Svenska Shell. The principal 
competitive factors affecting our marketing segment are market volume, station throughput, product price, locations of 
service stations and brand identification. 

In Sweden, we had the leading market share in 2008 in terms of sales volume of diesel, heating oil and fuel oil with 
approximately 30% of diesel sales, 39% of heating oil sales and 52% of fuel oil sales, according to the Swedish Statistical 
Central Bureau. In 2009, we also had the leading marketing share in Sweden in terms of volume of diesel, heating oil and 
fuel oil with approximately 33% of diesel sales, 50% of heating oil sales and 48% of fuel oil sales, according to the Swedish 
Statistical Bureau. In addition, our marketing segment’s share of the Swedish retail gasoline market in terms of sales volume 
was approximately 11% in 2009, based on data from the Swedish Statistical Central Bureau. This ranked fourth, behind OK-
Q8 AB, with approximately 28% market share, Statoil AB, with approximately 24% market share, and Conoco Jet Nordic 
AB, with approximately 15% market share, based on data from the Swedish Statistical Central Bureau. 

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 sulphur content of 10 parts per 
million for gasoline and diesel as of January 1, 2009 and an aromatic content in gasoline of 35%. 

In 2006, we commissioned the hydrocracker unit at Preemraff Lysekil, which has enhanced Preemraff Lysekil’s 
strong market position and enabled Preemraff Lysekil to produce more virtually sulphur-free (10 parts per million) diesel, a 
product for which there is increasing demand in Europe. 

After the hydrocracker unit became operational, we decreased our production of heating oil, a lower margin product, 
and increased our production of diesel, a higher-margin product. This has substantially improved our overall refining 
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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. Currently, we are modifying the mild hydrocracker unit at the 
Gothenburg refinery in order to allow processing of bio-based feedstock for production of green diesel. 

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.,” “Micro,” 
“OK Micro,” “OK Micropris,” “Optima,” “ProMil,” “SP Svenska Petroleum,” “Björnkoll,” “Preem Active Cleaning Power 
Diesel,” “Preem ACP Diesel,” “EO2 DUO LS” and a three dimensional trademark portraying a Preem filling station. 

Preem, directly or indirectly through its subsidiaries, also holds the following domain names: “preem,” 
“preempetroleum,” “bjornkoll,” “renofin,” “preemgas,” “preemraff,” “bjornen,” “wwwpreem,” “preemfinans” and 
“svenskaoljegrossister.” The above-mentioned domain names are all held the in the top domains “.se,” “.com,” “.eu,” “.nu,” 
“.org,” “.biz,” “.info” and “.net.” 

Employees 

We employed an average of approximately 1,400 in 2009, 1,400 persons in 2008 and 1,485 persons in 2007. 
Substantially all of our employees are represented by trade unions under collective bargaining agreements, which are due to 
expire during the first half of 2010 and are currently being renegotiated. 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 

Preem is wholly owned by Corral Petroleum Holdings. Corral Petroleum Holdings is wholly owned by Moroncha 
Holdings, which, in turn, is wholly owned by Mr. Mohammed Hussein Al-Amoudi. 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 
to Preem in 2008. 

On October 30, 2008, Former Corral Petroleum Holdings, which was a wholly owned subsidiary of Corral 
Petroleum Holdings, merged into Preem, its wholly owned subsidiary. As consideration for the merger and all shares in 
Former Corral Petroleum Holdings, all shares in Preem were transferred to Corral Petroleum Holdings. Former Corral 
Petroleum Holdings was dissolved and Preem assumed all its assets and liabilities. These transactions were completed on 
October 30, 2008, after which Former Corral Petroleum Holdings ceased to exist and Preem became a wholly owned 
subsidiary of Corral Petroleum Holdings. 

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. 

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, suspension of operations or injury or death to personnel or third parties. We insure our 
assets at levels that management believes reflect their current market value. Such assets include all capital items, such as 
chartered vessels, major equipment and land-based property. We own Preem Insurance Company Limited, a wholly owned 
Irish insurance company, through which we insure our property and crude oil products. Preem Insurance Company Limited 
then reinsures on the international reinsurance market. 

We also carry public and products liability insurance for legal liability for personal and property damage to third 
parties. Our refineries and businesses also are covered by business interruption insurance for interruptions beyond 40 days, 
on average. We also carry insurance against loss of cargo, the destruction of, or damage to, chartered vessels and equipment 
in amounts, generally equal to replacement value. From time to time, however, we may not be able to obtain insurance 
against all risks or for equipment located in some geographic areas. This insurance is subject to deductibles and does not 
include liabilities or costs and expenses related to cargo carried on ship. Our property and liability insurance does not cover 
gradual environmental and other damage that was not the result of a sudden, unintended and unexpected insurable accident. 

Our operations are conducted in hazardous environments where accidents involving catastrophic damage or loss of 
life could result. Litigation arising from such an event may result in our being named a defendant in lawsuits asserting 
material claims. We insure ourselves for liability arising from our operations, including loss of or damage to third-party 
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property, death or injury to third parties, statutory workers, compensation protection, and pollution caused by a sudden and 
accidental occurrence. 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. 
A successful liability claim for which we are underinsured or uninsured could have a material adverse effect on us. 

Property, plant and equipment 

We own the Preemraff Gothenburg refinery and the 370 acres on which the refinery is located, and we have 
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 Lysekil. Our main 
storage facilities, which consist of a total of approximately 37 acres, are also located in Sweden. All other properties that we 
use are leased in accordance with normal market conditions. 

MANAGEMENT 

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

Corral Petroleum Holdings 

Name Age Position(s) 
Mohammed Hussein Al-Amoudi................. 63 Director, Chairman of the Board 
Jason Milazzo .............................................. 47 Director, Vice Chairman of the Board 
Richard Öhman............................................ 58 Director, Managing Director 
John P. Oswald ............................................ 50 Director 
Bassam Aburdene ........................................ 61 Director 
 
Preem 

Name Age Position(s) 
Michael G:son Löw ..................................... 58 Director, Managing Director and Chief Executive Officer 
Mohammed Hussein Al-Amoudi................. 63 Director, Chairman of the Board 
Jason Milazzo .............................................. 47 Director, First Vice Chairman of the Board 
Sven-Erik Zachrisson................................... 59 Director 
Ghazi Habib................................................. 59 Director 
Cristian Mattsson ......................................... 41 Director, Employee Representative 
Lars Nelson.................................................. 68 Director 
John P. Oswald ............................................ 50 Director 
Richard Öhman............................................ 58 Director 
Bassam Aburdene ........................................ 61 Director 
Lennart Sundén............................................ 57 Director 
Jan Henricsson............................................. 46 Director, Employee Representative 
Eva Lind Grennfelt ...................................... 36 Deputy Director, Employee Representative 
Eivind Simonsen.......................................... 43 Deputy Director, Employee Representative 
Per Höjgård.................................................. 61 Director 
Magnus Heimburg ....................................... 42 Executive Vice-President and Chief Financial Officer 
Andreas Viefhaus......................................... 46 Executive Vice-President, Sales and Marketing 
Martina Smedman........................................ 46 Senior Vice-President, Human Resources 
Per Olsson.................................................... 59 Executive Vice-President, Refining 
Ingrid Bodin................................................. 45 Executive Vice-President, Supply and Trading 
 

Mohammed Hussein Al-Amoudi was appointed director and Chairman of the Board of Preem in March 2005 and 
Chairman of the Board of Corral Petroleum Holdings in January 2009. Mr. Al-Amoudi is also the sole shareholder of 
Moroncha Holdings (the sole shareholder of Corral Petroleum Holdings and our parent company). See “Related Party 
Transactions” for additional information. 

John P. Oswald has been a director since 2007. Mr. Oswald has also been a director of Preem since 1999. Since 
1993, he has been a principal shareholder of the Capital Trust Group, which, through its subsidiaries, has provided 
international merchant and investment banking services to Corral Petroleum Holdings, Preem and companies related to 
Mr. Al-Amoudi. See “Related Party Transactions.” Mr. Oswald is a director of a number of publicly and privately held 
companies, including Société Anonyme Marocaine de l’Industrie du Raffinage (“SAMIR”), in which Mr. Al-Amoudi has a 
majority interest. 
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Richard Öhman has been a director of Corral Petroleum Holdings since 2007. Mr. Öhman has also been a director of 
Preem since 1994. Mr. Öhman has served as President and Chief Executive Officer of Corral Petroleum Holdings since 
April 1999 and has been a director of that company since 1994. 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. Since 1993, Mr. Öhman has 
been Director of Business Development at International Construction Management Consultants (UK) Limited. From 1991 to 
1992, Mr. Öhman 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. Öhman is a director 
of M2 Engineering AB, Synoco Scandinavia AB and International Construction Management Consultant (UK) Limited. 

Lars Nelson has been a director of Preem since 1996. He was President and Chief Executive Officer of Preem from 
1996 to 2003. From 1981 to 1996, he was President of Skandinaviska Raffinaderi AB Scanraff. Preem has employed 
Mr. Nelson in various capacities since 1974. Mr. Nelson is also a director of Midroc Rodoverken AB, a subsidiary of Midroc 
Scandinavia AB, and a director of Société Anonyme Marocaine de l’Industrie du Raffinage (“SAMIR”). See “Related Party 
Transactions.” 

Per Höjgård has been a director of Preem since March 2007. Mr. Höjgård was Chief Financial Officer of Preem 
from 1990 until his retirement in March 31, 2007. He was succeeded by Mr. Heimburg. Mr. Höjgård 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. Since January 2009, Mr. Höjgård has been the Chairman of the Board of 
Petrosibir AB. 

Michael G:son Löw has been Managing Director, Chief Executive Officer, and a director of Preem since 
January 2003. Mr. Löw also is a director of SPI Services AB, Industri- och Kemigruppen AB, Västra Hamnen Energy AB, 
Huda Trading AB and Swedish-Russian Chamber of Commerce. Before joining Preem, Mr. Löw worked for almost 27 years 
for the American oil company Conoco Inc., later renamed ConocoPhillips, where he held a number of top management 
positions. He has been based in Europe, Asia and the United States, covering, for example, marketing, supply and trading, 
refining 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 operations. 

Jason Milazzo has been Vice Chairman of the Board of Corral Petroleum Holdings since November 2009. 
Mr. Milazzo has also been the First Vice Chairman of the Board of Preem since August 2009. Mr. Milazzo was previously 
with Morgan Stanley & Co. for 13 years 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 
Vice Chairman of the Board of Svenska Petroleum Exploration AB, Chairman of the Board of Corral Morocco Gas & Oil 
AB and the Vice Chairman of SAMIR. 

Sven-Erik Zachrisson has been a director of Preem since 1992. From March 2005 until August 2009, Mr. Zachrisson 
served as First Vice-Chairman of the Board of Preem, and between 1996 and March 2005 he was Chairman of the Board of 
Preem. Prior to that, between 1992 until 1996, Mr. Zachrisson was President and Chief Executive Officer of Preem and 
between 1987 and 1992 he was Manager of Group Development at Preem. Currently, Mr. Zachrisson devotes approximately 
15-20% of his time to Preem. Since 2009, he has also served as Chairman of the Board of Malka Oil AB, a publicly listed 
company. He was the President and Chief Executive Officer of Svenska Petroleum Exploration from 1996 until 2008. 
Mr. Zachrisson has been active in the petroleum business since 1976. 

Ghazi Habib has been a director of Preem since 1994. He was President of Corral Petroleum Holdings from 1994 to 
1999. He is also a director of SAMIR and Svenska Petroleum Exploration. Between 1988 and 1994, Dr. Habib served as 
Senior Vice-President of Saudi Arabian Marketing and Refining Company (“SAMAREC”). He has also served as the deputy 
governor in Petromin, a general Petroleum and Minerals organization. Dr. Habib is an associate professor of Industrial 
Management at King Fahd University of Petroleum and Minerals. Dr. Habib was the Chairman of the Board of Fortuna Co. 
in Lebanon and a director of Naft Services Co. in Saudi Arabia. 

Cristian Mattsson has served as an employee representative on the Board of Preem since 2003. Mr. Mattsson has 
been employed as a technician at Preemraff Lysekil since 1988. 

Bassam Aburdene has been a director of Corral Petroleum Holdings since 2007. Mr. Aburdene has also been a 
director of Preem since 2001. Mr. Aburdene also has been a director of SAMIR since 1996 and of Fortuna Holdings 
Company, which is a wholly owned subsidiary of Moroncha Holdings, which, in turn, is wholly owned by Mr. Al-Amoudi, 
since 1995. Mr. Aburdene was also a director of Midroc Scandinavia AB until 2002. Since 1985, he has been a principal 
shareholder of the Capital Trust Group, which, through its subsidiaries, has provided international merchant and investment 
banking services to Former Corral Petroleum Holdings, Preem, and other companies related to Mr. Al-Amoudi. See “Related 
Party Transactions” elsewhere in this Business Update. Mr. Aburdene is also a director of a number of publicly and privately 
held companies, including SAMIR and Corral Morocco. 
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Andreas Viefhaus has been Executive Vice President, Head of Sales and Marketing of Preem since January 2008. He 
joined the company in May 2005 as head of the retail division. Before joining Preem, Mr. Viefhaus held several senior 
management positions as marketing director at Schwarzkopf & Henkel and Henkel KGaA. Mr. Viefhaus is a member of the 
Swedish-German Chamber of Commerce in Stockholm. 

Martina Smedman has been Senior Vice-President, Human Resources of Preem since January 2008. Ms. Smedman 
has been part of management teams in several large international corporations since 1989, mainly in human resources, but 
also including management positions in sales and marketing. 

Lennart Sundén has been a director of Preem since 2005. Mr. Sundén is presently the chairman of Aura Light 
International AB. He was the President and Chief Executive Officer of Sanitec Corporation from 2005 to 2006, the President 
and Chief Executive Officer of Swedish Match AB from 1998 to 2004, and was employed in a number of positions with AB 
Electrolux from 1977 to 1998. 

Per Olsson has been Executive Vice-President, Refining since 2007. Since 1981 Mr. Olsson has held various 
positions at Preemraff Gothenburg and was Managing Director of Preemraff Gothenburg from 1992 to 2001 and Managing 
Director of Preemraff Lysekil from 2001 until 2007. 

Jan Henricsson has served as an employee representative on the Board of Preem since 2006. Mr. Henricsson has 
been working in the credit department of Preem since 1988. 

Magnus Heimburg has been Executive Vice-President and Chief Financial Officer of Preem since April 30, 2007. 
Magnus Heimburg was the Vice-President, Corporate Control and Treasury, for Swedish Match from October 4, 1999 
through April 30, 2007. Mr. Heimburg also has been a director of Sunpine AB since June 11, 2008. 

Ingrid Bodin joined Preem in 1988 and has served as Manager of Production Planning and Manager of Business 
Development. Since 2006, she has served as Executive Vice-President, Supply & Trading. Ms. Bodin is also director and 
Chairman of Preem Gas AB, a company in which Preem has a 70% interest. 

Eva Lind Grennfelt has been employed as a technician at Gothenburg since 2003 and has served as an employee 
representative on the board of Preem since 2008. 

Eivind Simonsen has been employed as a technician at Gothenburg since 1990 and has served as an employee 
representative on the board of Preem since 2008. 

Board of Directors of Corral Petroleum Holdings and Preem 

The board of directors of Corral Petroleum Holdings currently has five members: Bassam Aburdene, John P. 
Oswald, Richard Öhman as Managing Director, Jason Milazzo as Vice Chairman and Mohammed Hussein Al-Amoudi as 
Chairman. Under its articles of association, Corral Petroleum Holdings is required to have a minimum of three directors and 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, and were elected at Corral Petroleum Holdings’ 2009 annual general shareholders’ meeting on April 29, 
2009 and will serve until the end of the 2010 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 16 members, including two directors who are employee 
representatives and two deputy members who are also employee representatives. Under its articles of association, the board 
of directors must have a minimum of three directors and not more than fifteen directors, with not more than eight deputy 
directors. A majority of the directors must be present for there to be a quorum. All directors except for two 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. The current directors of Preem 
were appointed in on April 20, 2009 and will serve until the end of the Preem 2010 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 “—Executive Compensation” below, 
Preem has not entered into any service contracts with any of its directors or any directors of its subsidiaries providing for 
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benefits upon termination of employment. Its board of directors has established an audit committee and a compensation 
committee. The members of the audit committee currently are Per Höjgård, Lennart Sundén and Bassam Aburdene. The 
members of the compensation committee currently are Sven-Erik Zachrisson, Richard Öhman, John Oswald and Lennart 
Sundén. 

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. 

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 relation to the 
discharge of their duties. 

Executive Compensation 

Corral Petroleum Holdings paid no compensation to its directors and executive officers in 2009. The company 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 19.4 million, including bonuses of SEK 1 million, in 2009, 
SEK 19.6 million, including bonuses of SEK 2 million, in 2008 and SEK 19 million, including bonuses of SEK 2 million, in 
2007. 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 

Messrs. Löw, Viefhaus, Olsson and Heimburg and Mss. Smedman and Bodin are each party to an employment 
agreement with Preem. Each of these agreements provides compensation for employment services including a fixed annual 
salary as specified in the agreement, an annual bonus, certain insurance and pension benefits. 

Under the terms of the agreements for Messrs. Löw and Olsson, Preem may terminate employment on 24-months’ 
notice. Upon termination of employment by Preem, each of Messrs. Löw and Olsson would be entitled to a payment of his 
full salary during such 24-month notice period. Messrs. Heimburg and Viefhaus and Mss. Smedman and Bodin each have a 
notice period of 12 months. In addition to the payment of their salary during the 12-month notice period, each of 
Messrs. Heimburg and Viefhaus and Mss. Smedman and Bodin is entitled to a severance allowance equal to 12 months’ 
salary irrespective of new employment prospects. However, if termination is based on gross negligence or serious breach of 
contract on the part of the respective employee, no termination payment is due. 

In addition, the employment agreements of Messrs. Löw, Olsson, Heimburg and Ms. Bodin provide that any other 
compensation that each of them may receive while they are entitled to the termination payment would reduce their respective 
entitlement to the termination payment by the amount of the compensation received. Messrs. Löw and Olsson have additional 
terms in their employment contracts, including the ability to retire at 60 years of age and to have their bonuses converted into 
retirement payments paid fully by Preem. 

Loans to Management 

As of the date of this Business Update, 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 (other than Mr. Al-Amoudi, who 
is a director and Chairman of Corral Petroleum Holdings and Preem and indirectly holds the shares in both companies) hold 
any shares in any of these companies, and none of these companies have granted any option rights to any of their respective 
directors, executive officers or employees. 
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OWNERSHIP OF COMMON STOCK 

Corral Petroleum Holdings is wholly owned by Moroncha Holdings, which, in turn, is wholly owned by 
Mr. Mohammed Hussein Al-Amoudi. Through such ownership, Mr. Al-Amoudi indirectly has the right to make binding 
nominations for the appointment of members of the boards of directors of Corral Petroleum Holdings and Preem and to 
determine the outcome of any action requiring shareholder approval, including election and removal of their directors, 
amendments to their charters, mergers and other extraordinary corporate actions. 

Mr. Al-Amoudi’s holdings include a majority interest in Société Anonyme Marocaine de l’Industrie Raffinage, or 
SAMIR, a Moroccan oil refining company, Svenska Petroleum Exploration AB, or SPE, a petroleum exploration and 
production 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 Preem in its primary markets, we cannot 
assure you that they will not compete with Preem 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 Business Update. Corral Petroleum Holdings and/or its subsidiaries also engage in 
commercial transactions with some of these related companies from time to time. See “Related Party Transactions” elsewhere 
in this Business Update for details of such transactions. If any of Corral Petroleum Holdings or Preem enters into any such 
transactions with any of these related companies, it intends to do so on terms no less favorable than those it could have 
obtained from unrelated third parties. Nonetheless, such transactions could result in conflicting interests. 
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RELATED PARTY TRANSACTIONS 

Capital Trust Group 

Capital Trust Group, through its subsidiaries, provides international merchant and investment banking services. 
Capital Trust acted as our advisor in connection with the offering of the Existing Notes, for which we paid a fee equal to 1% 
of the gross proceeds of the offering. Preem also paid Capital Trust Group a fee of $27 million in connection with the 
arrangement of the 2008 Credit Facility. 

In addition, Capital Trust Group, through its subsidiaries, provides certain technical and advisory services to Preem 
and its subsidiaries. The contract governing these services automatically renews on an annual basis unless terminated by 
either party and provides for an annual fee of $2.5 million. 

The agreement has not been terminated. Mr. John P. Oswald, a director of Preem and Corral Petroleum Holdings, is 
a principal shareholder of Capital Trust. Mr. Bassam Aburdene, a director of Preem and Corral Petroleum Holdings, is also a 
principal shareholder of Capital Trust. Preem believes 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. 

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 
Engineering AB and Metalock Sweden AB to Preem (of which Mr. Al-Amoudi is also Chairman and director). For these 
services, we paid SEK 146 million (€14 million) in 2008 and SEK 329 million (€32 million) in 2007. 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. 

Former Corral Petroleum Holdings Acquisition 

Corral Finans (now renamed Corral Petroleum Holdings) purchased all of the issued and outstanding shares of 
Former Corral Petroleum Holdings from Moroncha Holdings on March 29, 2007, in exchange for SEK 6,500 million (€628 
million) paid by delivery of the Moroncha Note to Moroncha Holdings in the amount of SEK 6,500 million (€628 million). 
After paying costs related to the offering of the Existing Notes and depositing approximately €20 million and approximately 
$30 million of the net proceeds of the offering of the Existing Notes in segregated accounts of Corral Petroleum Holdings to 
be reserved for paying cash interest on the Existing Notes, Corral Petroleum Holdings used the remaining net proceeds of the 
offering of the Existing Notes to repay a portion of the Moroncha Note (the remainder of which (SEK 1,407 million (€136 
million)) was set off entirely at the closing of the offering of the Existing Notes against an unconditional shareholder’s 
contribution to Corral Petroleum Holdings by Moroncha Holdings). 

SAMIR 

We occasionally sell liquefied petroleum gas to SAMIR, a company in which CMH has a majority interest and is 
indirectly 100% owned by Mr. Al-Amoudi. We received SEK 0 million in 2009, SEK 8 million (€1 million) in 2008 and 
SEK 4 million (€0.4 million) in 2007 for such sales. The sales were made at market prices. 

Moroncha Holdings 

On July 4, 2008, Corral Petroleum Holdings entered into an intercompany loan agreement with Moroncha Holdings. 
The loan was for a principal amount of $2.3 million and €4.8 million and the interest rate is 2.5% annum over the aggregate 
of LIBOR and 2.5% per annum over the aggregate of EURIBOR. This loan was repaid on December 31, 2008 pursuant to the 
funding of the 2008 Credit Facility. 

Huda Trading AB 

Preem and Huda Trading AB agreed to conduct business involving the purchase, storage and sale of oil, specifically 
when the market is in “contango” meaning that forward prices of crude oil or refined products exceed current spot market 
prices. Huda Trading AB is 100% owned by Huda Holdings Limited, which is 100% controlled by Mr. Al-Amoudi. The 
agreement also includes the provision of operational and administrative support from Preem. Sales totaled SEK 1,291 million 
(€125 million) in 2009 and SEK 1,456 million (€141 million) in 2008, and purchases totaled SEK 1,311 million (€127 
million) in 2009 and SEK 1,032 million (€100 million) in 2008. In 2007, both sales and purchases amounted to 
SEK 0 million. 
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Svenska Petroleum Exploration AB 

During 2008, Preem had an agreement with Svenska Petroleum Exploration AB, which is indirectly 100% owned by 
Mr. Al-Amoudi, for the sale of administrative services. Sales totaled SEK 0 million in 2009 and SEK 1 million in 2008. 

Corral Morocco Gas & Oil AB 

On February 6, 2006, Corral Morocco Gas & Oil AB, which is indirectly 100% owned by Mr. Al-Amoudi, issued 
and delivered a promissory note to Corral Petroleum Holdings for a principal amount of approximately SEK 3,136 million 
(€303 million) with an interest rate of 5.0% per annum. As of the date hereof, the outstanding principal, including capitalized 
interest, is approximately SEK 3,183 million (€307 million). After seven years from the date of execution of the promissory 
note, Corral Petroleum Holdings may demand repayment in full, plus all accrued and unpaid interest, upon nine months 
notice. 

Our ultimate shareholder 

In connection with the interest payments due April 15, 2009, July 15, 2009 and October 15, 2009 under the Existing 
Notes, our ultimate shareholder, Mr. Al-Amoudi, made equity contributions of $2.4 million and €3.9 million in April 2009, 
$2.5 million and € 2.8 million in July 2009, $2.0 million and €2.5 million in October 2009 and $2.0 million and €2.2 million 
in January 2010. Mr. Al-Amoudi owns Existing Notes in an aggregate amount of approximately €77 million and $35 million. 

Conflicts of Interest 

Except as described above, and in the section “Management,” as at the date of this Business Update, 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 

As of December 31, 2009, Corral Petroleum Holdings had total consolidated indebtedness (consisting of total long-
term debt and total current debt) of SEK 20,227 million (€1,954 million). We also had amounts available under our unutilized 
credit facilities of SEK 1,614 million (€156 million). As of December 31, 2009, our indebtedness bore interest at a weighted 
average annual rate of 4.64%. 

Long-term debt and current debt 

As of December 31, 2009, we had long-term debt (including drawings under our bank overdraft facility, but 
excluding SEK 1,735 million of the current portion of long-term debt loan) of SEK 9,718 million. The following 
indebtedness related to long-term debt and current debt owed to a variety of financial institutions and other investors: 

• the Existing Notes (of which €388 million and $382 million was outstanding as of December 31, 2009). The 
Existing Notes mature on April 15, 2010. See “—The Corral Petroleum Holdings Existing Notes.” 

• the $433 million term loan facility to Preem (of which $311 million was outstanding as of December 31, 2009) 
under the 2008 Credit Facility. The final maturity date under the 2008 Credit Facility is September 17, 2011. 
See “—2008 Credit Facility.” 

• the SEK 5,200 million term loan facility to Preem (of which SEK 3,915 million was outstanding as of 
December 31, 2009) under the 2008 Credit Facility. The final maturity date under the 2008 Credit Facility is 
September 17, 2011. See “—2008 Credit Facility.” 

• The $1,350 million and SEK 2,000 million multi-currency letter of credit and revolving facilities to Preem (of 
which loans of $450 million and SEK 4,050 million were outstanding as of December 31, 2009) under the 
2008 Credit Facility. The final maturity date under the 2008 Credit Facility is September 17, 2011. See “—
2008 Credit Facility.” 

The Corral Petroleum Holdings Existing Notes 

The Existing Notes, of which €388 million and $382 million was outstanding as of December 31, 2009, will mature 
on April 15, 2010 and constitute a secured debt of Corral Petroleum Holdings. The Existing 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.  

2008 Credit Facility 

Preem and Former Corral Petroleum Holdings entered into the 2008 Credit Facility pursuant to a Facilities 
Agreement dated September 17, 2008, among Preem as borrower, Former Corral Petroleum Holdings as borrower and 
guarantor, Merchant Banking, Skandinaviska Enskilda Banken AB (publ) and Handelsbanken Capital Markets, Svenska 
Handelsbanken (AB) (publ), as mandated lead arrangers, certain financial institutions as lenders, Merchant Banking, 
Skandinaviska Enskilda Banken AB (publ), as facility and security agent, Skandinaviska Enskilda Banken AB (publ) as 
factoring bank and Svenska Handelsbanken (AB) (publ), as issuing bank. Following the merger of Former Corral Petroleum 
Holdings into Preem on October 30, 2008, Preem assumed all the assets and liabilities of Former Corral Petroleum Holdings. 
The 2008 Credit Facility provides Preem with a SEK 7,200 million term loan and multi-currency revolving facility comprised 
of a SEK 5,200 million term loan facility and a SEK 2,000 million multi-currency revolving facility and $1,783 million (or 
the equivalent thereof in other currencies) of revolving credit and term loan facilities comprised of a $433 million multi-
currency term loan facility and a $1,350 million (as amended) multi-currency revolving facility. 

Preem must repay any loans outstanding under the term loan facilities by September 17, 2011.  All loans outstanding 
under the multi-currency revolving credit facility must be repaid by Preem by September 17, 2011. Loans and letters of credit 
under the revolving credit facilities may be used to finance eligible inventories and trade receivables for repayment of pre-
existing debt, to cover certain costs relating to new security granted by Preem or for general corporate purposes. The 
proceeds of the loans under the term loan facilities were used to repay outstanding debt including the 2006 Credit Facility. 

Amendments and waivers 

On April 8, 2009 Preem entered into the First Supplemental Agreement to the 2008 Credit Facility. Under the First 
Supplemental Agreement, the 2008 Credit Facility was amended and restated such that (i) the total commitments under 
Facility A1 and A2 were reduced from $1,850 million to $1,350 million; (ii) the syndicated lenders agreed to waive the 
overall minimum or “hard” equity covenant of SEK 3,000 million until September 30, 2009 (subject to temporary minimum 
equity thresholds); (iii) the cumulative or “soft” minimum equity covenant has been waived until March 30, 2010; and 
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(iv) the net debt/equity covenant was waived until December 30, 2009. The equity covenants were also modified going 
forward from these dates. See “—Financial Covenants.” 

Furthermore, and in exchange for certain additional security, which has since been released, Preem was permitted up 
until November 18, 2009, subject to certain conditions, to issue additional letters of credit up to $250 million (“Additional 
Letters of Credit”) without any borrowing base limitations.  

Under the Second Supplemental Agreement, certain further amendments to the 2008 Credit Facility were agreed. 
Under the terms of the Second Supplemental Agreement, the requirement to test the following financial covenants was 
waived in respect of the Measurement Period (as defined in the 2008 Credit Facility) ending December 31, 2009, together 
with any related breaches of those covenants for such period: 

• the ratio of consolidated EBITDA to consolidated interest costs; 

• the ratio of Adjusted Net Debt to consolidated EBITDA; and 

• the ratio of Adjusted A1 Net Debt to consolidated EBITDA. 

In addition, the Second Supplemental Agreement will bring into effect, on or prior to the date of issuance of the new 
notes, certain amendments to the 2008 Credit Facility. These amendments include, among others: 

• the removal and resetting of certain financial covenant ratio levels under the 2008 Credit Facility, to the revised 
levels as set out below;  

• the removal of the annual requirement to clean down the Facility C revolving credit facility under the 2008 
Credit Facility; and 

• the provision of a new revolving credit facility of up to $75 million (including a SEK sub-limit up to 
SEK 125 million).  

While the new revolving facility will potentially increase the amount available to be drawn by Preem from time to 
time, it does not increase the pre-existing overall commitment levels under the 2008 Credit Facility.  

The effectiveness of the amendments is currently subject to certain conditions, including the refinancing of the 
Existing Notes, the granting of additional security in favor of the lenders under the 2008 Credit Facility, as described below 
(the “Additional Security”), and a capital contribution of the New Capital (as defined below).  Under the terms of the Second 
Supplemental Agreement, it is an additional event of default under the 2008 Credit Facility if new notes are not issued by 
April 15, 2010, unless an alternate refinancing or restructuring of the Existing Notes is completed by that date.  Preem is 
currently seeking the consent of the lenders under the 2008 Credit Facility to certain further amendments thereunder, 
including an extension of that April 15, 2010 deadline to at least July 31, 2010, and a resetting of the financial covenant ratio 
levels under the 2008 Credit Facility to the proposed levels specified in the Second Supplemental Agreement, with immediate 
effect (the “Requested Consents”), in return for (a) the immediate contribution by the ultimate shareholder (indirectly, 
through the Company) of SEK 500 million to Preem by way of additional equity or subordinated loan (the “New Capital”); 
(b) the payment to consenting lenders of an additional consent fee of 0.15%; and (c) an increase in the margin levels under 
the 2008 Credit Facility to 2.50% per annum (in the case of Facility A) and 4.50% (in the case of Facilities B and C) for the 
period from the effective date of the Requested Consents until the date of perfection of the Additional Security.  There is no 
certainty that a sufficient majority of the lenders under the 2008 Credit Facility will agree to the Requested Consents, and/or 
whether they will request additional fees or other concessions in consideration for such consents.  

Preem paid customary fees and, in the case of the First Supplemental Agreement, agreed to increased margins in 
connection with previous requests for the waivers and amendments to the 2008 Credit Facility.   

Interest 

Interest on loans utilized under the 2008 Credit Facility (as amended by the Second Supplemental Agreement) 
accrues at a rate equal to IBOR plus mandatory costs plus a margin of 1.75% per annum (in the case of Facilities A and D) or 
3.50% (in the case of Facilities B and C), as applicable. “IBOR” means (a) in the case of euros, EURIBOR, (b) in the case of 
Swedish Kronor, STIBOR and (c) in the case of any other currency, LIBOR, in each case determined in accordance with the 
2008 Credit Facility. 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. Upon a payment default under any finance document, the margin on each loan will be 
increased to 4.50% per annum. In addition, default interest is payable on any unpaid amount, at an additional rate of 1% per 
annum. 
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Financial Covenants 

Under the 2008 Credit Facility as amended by the First Supplemental Agreement, Preem is obliged to maintain 
certain agreed financial ratios, such as Adjusted Net Debt to consolidated EBITDA and interest cover ratios as well as 
minimum equity levels.  The covenant testing levels set forth below reflect the revised ratio levels as set out in the Second 
Supplemental Agreement:  

Minimum equity covenant 

Under the First Supplemental Agreement this covenant has been amended so that Preem must ensure that the 
aggregate value of the Adjusted Equity shall be at least: 

(i) SEK 3,250 million from and including December 31, 2009; 

(ii) SEK 3,500 million from and including March 31, 2010; 

(iii) SEK 4,000 million from and including June 30, 2010; and 

(iv) SEK 4,500 million from and including March 31, 2011. 

Preem must further ensure that the value of Equity shall be at least SEK 1,000 million at all times.  

Interest Cover Ratio  

Under the 2008 Credit Facility as amended by the Second Supplemental Agreement, Preem must ensure that the 
ratio of consolidated EBITDA to consolidated interest costs (meaning, in relation to each measurement period, all interest, 
whether paid, payable or capitalized, incurred by the Preem group calculated on a consolidated basis, other than interest on 
specified subordinated debt), does not fall below: 

(i) for the measurement period ending on March 31, 2010, 2.00 to 1; 

(ii) for the measurement period ending on June 30, 2010, 2.00 to 1; 

(iii) for the measurement period ending on September 30, 2010, 1.75 to 1; 

(iv) for the measurement period ending on December 31, 2010, 2.25 to 1; 

(v) for the measurement period ending on March 31, 2011, 2.00 to 1; and 

(vi) for each measurement period ending after March 31, 2011, 2.00 to 1.  

Adjusted Net Debt to consolidated EBITDA  

Under the 2008 Credit Facility as amended by the Second Supplemental Agreement, Preem must ensure that the 
ratio of Adjusted Net Debt to consolidated EBITDA does not at any time exceed: 

(i) for the Measurement Period ending on March 31, 2010, 4.25 to 1; 

(ii) for the Measurement Period ending on June 30, 2010, 5.00 to 1; 

(iii) for the Measurement Period ending on September 30, 2010, 5.75 to 1; 

(iv) for the Measurement Period ending on December 31, 2010, 4.50 to 1; 

(v) for the Measurement Period ending on March 31, 2011, 4.25 to 1; and 

(vi) for each Measurement Period ending after March 31, 2011, 4.25 to 1. 

 

Adjusted Net Debt to Adjusted Equity  

Under the 2008 Credit Facility as amended by the Second Supplemental Agreement, Preem must ensure that the 
ratio of Adjusted Net Debt to Adjusted Equity does not at any time exceed:  

(i) from and including December 31, 2009, 2.50 to 1; 

(ii) from and including March 31, 2010, 2.25 to 1; 

 53



(iii) from and including December 31, 2010, 1.75 to 1. 

Certain General Covenants 

The 2008 Credit Facility also includes 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, 
including, without limitation, restrictions on capital expenditures, whereby no member of the Preem group may incur any 
capital expenditures which when aggregated with the capital expenditures incurred by any other member of the Preem group 
(other than capital expenditure for the heavy fuel oil upgrade project which is limited to the aggregate of SEK 500 million 
while any amount is outstanding under the 2008 Credit Facility or any commitment is in force), exceeds SEK 1,000 million 
in any financial year of Preem. 

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

The 2008 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. The 2008 Credit Facility contains various 
standard events of default, including, without limitation, for non-payment, for any breach of the financial or other covenants, 
as well as upon any change of control of Preem or Corral Petroleum Holdings. 

Requirement to Prepay 2008 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, Preem must (i) use 50% of the excess cash flow for 
each financial year to prepay credits under the 2008 Credit Facility; and (ii) prepay credits under the 2008 Credit Facility, in 
order to remedy any breach of certain borrowing base limitations. 

Restrictions on use of Cash 

Preem may not make any distribution or declare or pay any dividend whatsoever, other than to make group tax 
contributions (Sw: Koncernbidrag) to Corral Petroleum Holdings by way of dividend, and provided that such amount is 
funded by way of equity contribution or a subordinated loan. Under the 2008 Credit Facilities, Preem is also restricted from 
making loans without the consent of the lenders under the facilities. 

Limits on availability 

Preem’s ability to utilize the $1,350 million revolving loan and letter of credit facilities is subject to certain ongoing 
inventory and receivables borrowing base tests. Under the terms of the Second Supplemental Agreement, Preem may utilize 
an additional revolving credit facility (“Facility D”) of up to $75 million (with a sub-limit of up to SEK 125 million) above 
such borrowing base limits; provided that the total aggregate amount utilized under Facility A and Facility D does not exceed 
$1,350 million at any time. 

Uncommitted Facility 

In addition to the $1,783 million and SEK 7,200 million committed facilities, the 2008 Credit Facility also provides 
for an uncommitted $500 million facility (“Facility A3”). This additional facility is uncommitted, and no funds have been 
made available to Preem under Facility A3. 

Security 

Preem has provided the following security package under the 2008 Credit Facility in respect of Facility A: 

(i) a pledge in respect of the eligible inventory (all crude oil and oil and/or other petroleum products owned by 
Preem and located at the Lysekil and Gothenburg refineries and in certain circumstances oil in transit) (the 
“Inventory Pledge”). In addition, two multi-party agreements were put in place between (i) the facility 
agent, Preem, Prevent Bevakning AB and Saybolt Sweden AB in respect of the Lysekil premises and 
(ii) the facility agent, Preem, Securitas Sverige AB and Saybolt Sweden AB in respect of the Gothenburg 
premises setting out the procedures for perfecting the security interests created by the Inventory Pledge, 
where by the lenders may take control of the inventory; 

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

(iii) an assignment agreement entered into by Preem in respect of certain of its receivables arising under 
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contracts governed by English law; 

(iv) a pledge over Preem’s initial collection accounts; and 

(v) a pledge over all bills of lading held by Svenska Handelsbanken AB (publ), or its agent or nominee, in 
relation to cargoes of oil owned by Preem. 

As a condition to the effectiveness of the amendments contained in the Second Supplemental Agreement, Preem will 
provide the following additional security package in favor of the finance parties under the 2008 Credit Facilities: 

(i) a mortgage agreement pursuant to which Preem grants a business mortgage (Sw: företagshypotek) over 
Preem’s business, evidenced by first ranking mortgage certificates (Sw: företagsinteckningar) in an amount 
of SEK 6,000,000,000; 

(ii) 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 Gothenburg are located, evidenced by first 
ranking mortgage certificates (Sw: pantbrev) in the properties Göteborg Syrhåla 2:1 and 2:2 in an aggregate 
amount of SEK 1,000,000,000; and 

(iii) 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 Sjöbol 2:5 in an amount of 
SEK 3,000,000,000. 

Under the terms of the Requested Consents, the provision of mortgage certificates described in paragraphs (i) to (iii) 
above would not be a condition to the effectiveness of the amendments contained in the Second Supplemental Agreement, 
but the increased margin levels offered as consideration for the Requested Consents would remain applicable until such 
mortgage certificates had been provided. 

Current debt 

Current debt represents debt that is due within 12 months under the 2008 Credit Facility and is represented in the 
audited annual consolidated financial statements of Corral Petroleum Holdings under current liabilities as “Borrowings.” 

As of December 31, 2009, we had current debt of SEK 10,510 million (including SEK 1,735 million of the current 
portion of long-term debt). 
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