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References to Rosneft Oil Company, Rosneft, or
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TNK-BP, TNK-BP company are to TNK-BP Group.
The information in this Annual Report 2013 is as
of December 31, 2013, unless otherwise stated.
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MESSAGE OF THE CHAIRMAN
OF THE BOARD OF DIRECTORS

Dear shareholders,

The 2013 results are further proof that
Rosneft remains the unfailing leader

of Russia’s oil industry, and a reliable
source of revenues for the national
budget. Our Company has become
notably more active in its international
projects, confidently occupying leading
positions on the global oil and gas
market.

During the reporting period, Rosneft
closed a record number of major acqui-
sitions in the areas of oil and gas pro-
duction, oil refining, and infrastructure
facilities. As the result of these deals, in-
cluding 100% integration of the acquired
TNK-BP assets, Rosneft has become the
world’s largest public oil and gas com-
pany. Successful consolidation of these
new assets has allowed our Company to
achieve sizeable synergies.

Based on the results of the hydrocarbon
reserves audit conducted by DeGolyer
& MacNaughton, the Company confir-
med its status of the world’s leading
public oil company in terms of proven
hydrocarbon reserves and resources.
Rosneft’s proven hydrocarbon reserves
replacement ratio has come close to
287%* according to the SEC and the
Company’s proven reserves life is 19
years, including 16 years in oil and 36
years in gas. Reserves replacement
was supported by, among other things,
efficient exploration activities, which
received investments of RUB 38 billion
in 2013. As a result of the completed
program of exploration activity, 6 fields
and 70 new deposits were discovered.
Besides, Rosneft, jointly with its strategic
partners — ExxonMobil, Eni and Statoil —
undertook an unprecedented offshore

Message of the Chairman of the Board of Directors

exploration program in the Arctic. It in-
cluded, first of all, the entire complex of
scientific hydrological and meteorolog-
ical studies, analysis of ice conditions,
exploration and appraisal. Concurrently,
Company management has been highly
successful in securing tax incentives for
offshore and tight oil developments.

Special note should be made of the
policy pursued by Rosneft management,
under the leadership of Company CEO
I.I. Sechin, which aims to build a system
of long-term contracts. In 2013, Rosneft
made record additions to the portfolio
of these contracts across all indicators —
this is true as regards the sheer number
of such contracts, but also supply
timings and volumes. Besides, the
majority of long-term contracts provide
for advance payments which allows

the Company to conduct its business
efficiently.

In 2013, following the acquisition of
TNK-BP assets, Rosneft’s shareholding
structure changed. OJSC ROSNEFT-
EGAZ, wholly owned by the govern-
ment, remains its major shareholder
(69.50%). Following the deal, 19.75%

is held by BP, one of the oil majors,

with another 10.75% being in free float.
In 2013 and current year, Rosneft shares
were bought by Company CEO and
Vice-Presidents and many top managers
increased their shareholdings, which is
in line with the world’s best practices,
and broadcasts confidence in Rosneft's
continued successful development and
shareholder value growth.

Setting a high benchmark in the stand-
ards of corporate governance and
demonstrating an example of respon-
sible attitude to every shareholder, the

ROSNEFT

Board of Directors of OJSC Oil Company
Rosneft, in pursuance of an assignment
of the Chairman of the Government

of the Russian Federation, adopted

a resolution on September 29, 2013

to acquire the common and preferred
shares of an OJSC Oil Company Ros-
neft subsidiary, OJSC RN Holding, by
sending to the shareholders of OJSC RN
Holding a voluntary proposal to acquire
all of the shares in their ownership. The
voluntary proposal was accepted by
7195 private individuals and 208 legal
entities including international financial
funds. As a result, OJSC Oil Company
Rosneft has consolidated almost 100%
of the shares of OJSC RN Holding. For
the veteran shareholders who received
some TNK-BP shares upon initial offering
at the time of privatization, a mechanism
was offered for them to subsequently
buy the shares of OJSC Oil Company
Rosneft for the money they receive

from the sale of their shares of OJSC

RN Holding. The aforesaid mechanism
was also used by several hundreds of
people. The ongoing activities shall lead
to the consolidation of 100% shares of
OJSC RN Holding in the ownership of
OJSC Oil Company Rosneft in 2014.

In 2013 Rosneft confirmed its status

as a socially responsible company by
signing a number of bilateral agreements
with 10 subjects of the Russian Federa-
tion aimed at creating favorable econom-
ic, legal and institutional conditions for
the development of social infrastructure
of the subjects, implementing social proj-
ects on their territory, developing invest-
ment activity and meeting the demand in
the key oil products and natural gas.

In 2013 Rosneft’'s management pursued
prudent and responsible investment

ROSNEFT

and financial policies in the areas of
cost control, liquidity improvements,
timely debt repayment and dividend
distributions. Our Company’s successes
in 2013 underpin the effectiveness of our
strategy, the relevance of our defined
priorities and suggest that one may
count on Rosneft’s sustainable develop-
ment for the benefit of its shareholders
going forward.

Kind regards,

Chairman of the Board of Directors
Rosneft Oil Company

Alexander Nekipelov

Message of the Chairman of the Board of Directors
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MESSAGE OF THE PRESIDENT
AND THE CHAIRMAN
OF THE MANAGEMENT BOARD

Dear shareholders, which reasserts our Company’s status of
Russia’s largest taxpayer.

2013 was a record and pivotal year for

Rosneft — both in the sense of our high In several key positions, Rosneft’'s 2013
operational and financial achievements, indicators became industry’s the best
and in terms of delivery on our stra- not only in our country, but globally
tegic initiatives that set the pace for the as well. We once again demonstrated
development of our Company and the the largest production volumes, high
industry as a whole for decades to come. proven reserves replacement ratio and

lowest lifting costs. In particular, liquids
production reached a record high of
207" min tons, hydrocarbon reserves

Our Company completed a number
of key acquisitions, producing the

aggregate synergetic effect in excess additions through efficient exploration

of RUB 27 bin. activities was 250 min tons, with lifting
costs remaining at $4.3/bbl, which is the

Much work was done in the reporting best per unit level among the world’s

period to successfully integrate into the public oil companies. Gas production

Rosneft perimeter the acquired assets grew more than twofold against the

of TNK-BP, ITERA Qil and Gas Company backdrop of expanding our Company’s

LLC and OJSC Sibneftegaz. These
efforts have brought Rosneft to the

gas market footprint. Based on the re-
porting period outcomes, Rosneft

position of the world’s largest public oil became Russia’s third largest gas pro-
and gas company. Over 2013, Rosneft ducer. The Company plans to produce
Group grew notably more active in its 100 bcm per year by 2020, doubling its

international projects; at present, we
operate in Belarus, Ukraine, Kazakhstan,
Turkmenistan, China, Vietnam, Mongolia, Rosneft also leads the offshore develop-
Germany, Italy, Norway, Algeria, Brazil, ments in the Russian Arctic. By the end
Venezuela and UAE, in Canada and the of 2013, our Company held 46 Russian
USA (the Gulf of Mexico). offshore licenses with resources in
excess of 43 billion tons of oil equivalent

Based on 2013 results, Rosneft (according to DeGolyer & MacNaughton
demonstrated record financial per- estimates), and Rosneft is significantly
formance, notwithstanding the deteri- ahead of the exploration deadlines
orating macroeconomic environment. according to license obligations.
Our Company continues to generate
cash flows that cover its investment In the reporting period, our Company
demands. Free cash flow increased strengthened its leading positions in
4.7 times, while leverage is gradually the areas of high-quality oil product
decreasing — Rosneft has repaid some manufacturing to international standards.
of the loans taken to finance Following the refinery upgrade program,
TNK-BP acquisition. In 2013, the divi- outputs of Euro-4 and Euro-5 gasoline
dend amount was increased to RUB and diesel fuel at Rosneft’s Russian
85 billion, and RUB 2.7 trillion was paid refineries amounted to some 15 million

* Pro forma data. to the budget of the Russian Federation, tons. Every seventh vehicle in Russia is

domestic gas market share.
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refueled at Rosneft retail sites. On a gen-
eral note, the Company’s Russian and
overseas refineries refined 90.1 million
tons of crude oil, with domestic refining
volumes accounting to almost one-third
of the country’s total refining output.
Rosneft leads the market in terms of jet
fuel sales with a 34% share and is pres-
ent at 26 Russian airports.

At the same time, the Company was
active in developing the export path

in 2013 including advanced business
development formats such as prepaid
long-term contracts. Thus, the long-term
oil supply agreement with the China
National Petroleum Corporation they
signed in 2013 for a period of 25 years
with a total price of USD 270 bln was
unprecedented in the global business
practice. Within its effective period, the
contract with the Chinese partners will
provide 12 trillion rubles in contributi-
ons to the state budget of the Russian
Federation. They also signed a series
of long-term contracts for westward
supplies by the Druzhba oil pipeline to
Poland and Germany and with Glencore,
Vitol and Trafigura.

In 2014, we carry on with improving our
business efficiency, preparing for new
major project launches and securing
sustainable returns for our sharehold-
ers. Our confidence in our company’s
performance, successful development in
the longer term and shareholder value
growth is evidenced by the fact that
the overwhelming majority of Rosneft’s
executive management (including
members of the Board), became
Company shareholders in 2013. Share
acquisitions were equity- as well as
debt-financed. Rosneft’s activities

are highly acclaimed by international

ROSNEFT

institutes and rating agencies. On De-
cember 17, 2013, Moody’s international
ratings agency, noting strong opera-
tional results and sustainable financial
performance, as well as the Company’s
predictable future financial position,
confirmed Rosneft’s credit rating in

line with the sovereign rating. Earlier,
another agency, Standard & Poors, set
our Company rating at the equivalent
level, reconfirming the stable outlook at
year end. | am confident that the chosen
development strategy and commitment
to the highest international standards of
doing business is an effective, transpar-
ent and reliable way to raise Rosneft’s
capitalization.

Kind regards,

President and the Chairman
of the Management Board
Rosneft Oil Company

Igor Sechin

Message of the President and the Charman of the Management Board
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STRATEGY

OF EFFICIENT DEVELOPMENT

EXPLORATION
The Company is expanding its resource base

successfully conducting on- and offshore
exploration projects.

OIL PRODUCTION

In its onshore operations Rosneft pursues the
following strategic goals: to maintain production

and maximize the outputs of existing fields, to im-

plement new projects in a lean manner ensuring
sustainable production profiles and maximizing
recovery rates as well as to economically
develop unconventional and challenged
reservoirs.

REFINING

Rosneft is Russia’s leading oil refiner. The Company
operates 11 refineries located in Russia’s key
regions. In 2013 they refined 97.7* min tons,

a third of oil refined in Russia.

The Company is implementing a massive refineries
modernization program.

LT

GAS PRODUCTION

The Company aspires to boost the total value
of its integrated gas business by increasing
production and signing direct sale contracts.

MARKETING AND SALES

Rosneft delivers the oil it produces to the
Company’s refineries in Russia and Germany and
sells it in Russia, the CIS and in the international

market. The Company exports the oil that is
incremental to the volumes necessary to fill

up the Company’s refineries.

Rosneft operates a large and developed infra-
structure for servicing the domestic fuel market.
The infrastructure includes a number of mar-
keting subsidiaries wholesaling and retailing oil
products as well as offering oil product storage,
transportation and handling services.

)

Key Medium-Term Value Drivers

1. Maintaining positive oil

production momentum

stabilizing oil output at West Siberian
brownfields, complemented by concur-
rent oil production growth in Volga-Urals
progressing as planned on new projects
developing unconventional

and stranded oil production

2. Growing reserve base through
successful onshore and offshore
exploration

strengthening organizational capability
and access to best technologies, to
secure high exploration success ratio

e acquire licenses in high-potential areas
and areas with developed infrastructure

¢ strategic partnerships with industry
leaders to secure successful offshore
exploration activities

3. Increasing the value
of integrated gas business
due to incremental production
and direct sales contracts

e growth in organic gas production and
efficient integration of new assets

e increasing the effectiveness of gas
monetization and growing the share
of long-term contracts

8 Annual Report 2013 |  Strategy of Efficient Development

developing the LNG project to enhance
access to gas exports and increase
sales margins

4. Focus on cost controls

and capital discipline

“zero inflation” of business plan
parameters

cost structure optimization

efficient investment governance and
approval of only those projects that
meet corporate Internal Rate of Return
guidelines

ROSNEFT

5. Strong liquidity position

and gradual de-leveraging
sustainable cash flow generation
use of most efficient financing tools
gradual de-leveraging

6. Sustainable dividend payout
stable dividend payouts at 25% of IFRS
Net Earnings

sustaining dividend yields in line with
best industry practices

ROSNEFT

PETROCHEMICAL BUSINESS

Rosneft’s core petrochemical facility is the
Angarsk Polymer Plant (the petrochemical area
of the Angarsk Refinery). In addition, other
Rosneft refineries produce simple petrochemical
products.

7. Continuous improvement of
integrated downstream business
returns

refinery upgrade program delivery on
time and within budget

supporting strong brand and flexible
marketing policy

developing advanced forms of oil and oil
products trading

8. Improving standard of information

disclosure and investor relations

primary attention to improvement of

relationships with shareholders and

investors * Pro forma data.

Strategy of Efficient Development | Annual Report 2013



Delivering on Plans

Assure production growth

Production growth with acquisitions amounted to
+72% (organic growth was 1%)

Carry on growing production volumes at least by
1% a year

Assure hydrocarbon reserves replacement ratio
at above 100%

The SEC hydrocarbon reserves replacement
ratio was 287% in 2013

Carry on growing reserves, replacing over 100%
of production with new reserves

Implement refinery modernisation program as
scheduled

Tuapse refinery upgrade phase one completion:
crude distillation capacity increased to 12 mmta

Carry on with the refinery upgrade program,
including launch of isomerization units at the
Samara group of refineries

Grow company gas business by organic produc-
tion ramp-up and new acquisitions

Gas production growth with acquisitions amount-
ed to 133%. Consolidation of ITERA Oil and Gas
Company LLC and OJSC Sibneftegaz.

Continued gas production growth through
increased associated petroleum gas (APG)
utilization level and implementation of natural gas
production projects.

Holding back CAPEX while keeping
the at planned level

Efficient capital investment program management
allowed to keep capital construction project deliv-
ery at planned levels, sustainable resource base
growth and upgrade program implementation,
while achieving a 4%* CAPEX reduction.

CAPEX reduction without disruption to capital
construction schedule

Strong financial position and gradual
de-leveraging

In 2013, notwithstanding the adverse macroeco-
nomic environment, the Company managed to
achieve free cash flow growth. In the end of 2013
the Company repaid (and prepaid) some of the
loan taken to finance asset acquisitions, total of
$5.1 bin (RUB 166.9 bin)

Gradual de-leveraging

Creating shareholder value through generation of sustainable cash flow and stable returns

* Based on pro forma data.

Rosneft Geography of Operations

Canada

Gulf of Mexico
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0
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Brazil
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Industry position

(benchmarking against the global peer group)

Proved oil and gas reserves,

Liquids production by Russian companies,
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OJSC ROSNEFT IN THE HISTORY

OF THE RUSSIAN OIL INDUSTRY 1993
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FINANCIAL, OPERATING
AND SUSTAINABLE DEVELOPMENT
HIGHLIGHTS

PRMS proven oil reserves (mmt) 4161 2,513 65.6% 2,519
SEC proven oil reserves (mmt) 3,398 1,999 70.0% 1,960
PRMS proven gas reserves (bcm) 1,867 992 88.2% 850
SEC proven gas reserves (bcm) 1,329 753 76.5% 566
PRMS reserves life (years) 24 25 -4.0% 25
Oil, gas condensate and liquids production (mmt)? 206.9* 122.0 69.6% 18.7
Gas production (bcm) 42.1* 16.4 156.7% 12.8
Oil export (mmt) 97.3 66.4 46.5% 63.9
Oil refining (mmt) 90.1 61.6 46.3% 57.9
Oil refining and petrochemicals (mmt) 871 59.6 46.2% 559
Oil product exports (mmt) 50.6 337 50.1% 30.9
Oil product retail sales (mmt) 10.2 6.8 50.0% 6.5
RosneftsshareofRussiansggregates
Oil production® 38.9% 23.6% - 23.2%
Gas production (after flaring) 6.3% 2.5% - 1.9%
Oil exports 34.0% 22.8% - 217%
Oil refining 28.5% 19.1% - 19.8%
Fnancalbighights
Sales revenues and income generated by affiliate companies (RUB bin) 4,694 3,089 52.0% 2,718
EBITDA (RUB blin) 947 618 53.2% 662
EBITDA margin 20% 20% - 24%
Net earnings (RUB bin) 551 365 51.0% 335
Net earnings margin 12% 12% - 12%
Return on average capital employed (ROACE) 11.9% 11.4% — 16.0%
Return on average equity (ROAE) 20% 17% - 17%
CAPEX (RUB blin) 560 473 18.4% 391
Upstream CAPEX per ton of oil equivalent (RUB) 1,708 2,158 -20.9% 2,026
Production OPEX per ton of oil equivalent (RUB) 1,009 666 51.5% 600
Free cash flow (RUB bin)? 201 43 367% 99
Net debt (RUB blin) 1,860 591 214.7% 440
Net debt to capital employed multiple 37.01% 20.3% — 17.3%
Net debt to EBITDA multiple 1.79* 0.96 - 0.66
Dividends per share (RUB)* 12.85 8.05 59.6% 7.53
Year-end share price at London Stock Exchange (US Dollars) 7.62 8.91 -14.5% 6.60

Year-end headcount' (thousand persons) 228.0 166.1 37.3% 160.8
Number of retirees and veterans receiving corporate pensions (thousand persons) 57.6 54.5 57% 399
Social program implementation costs (RUB bin) 29.7 224 32.6% 20.3
Lost Time Incident Frequency Rate (per 1 min hours) 0.19 0.16 18.8% 0.19
Fatality Incident Frequency Rate (per 100 min hours) 2.33 2.02 15.3% 2.68
Investments and ongoing costs of environmental activities (RUB bln) 60.2 221 172.4% 17.5

* Pro forma data.

** With ITERA EBITDA starting from 01/01/13.

1. With TNK-BP starting from 21/03/13.

2. For reference: in 2013, the tons to barrels conversion ratio was 7.362; in 2012 and 2011, the ratio of 7.315 was used.
3. Adjusted by prepayments under long-term oil supply contracts, RUB 470 bin in FY2013.

4. Recommended by the Board of Directors amount of dividends on the 28th of April 2014.

5. Oil production includes oil, gas condensate and other liquids production if applicable.
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Operating
indicators

Proven oil reserves, mmbbl
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* Pro forma data.

Proven gas reserves, bcm
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* Pro forma data.

Hydrocarbon gas reserves
replacement ratio, %
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* Pro forma data.
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Financial
indicators

EBITDA and net earnings, RUB bin
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— Oil and gas sales
— QOil products and petrochemicals sales
Auxiliary services and other sales
— Income from joint ventures and associated businesses

In 2013, IFRS-based Earnings before Interest, Taxation, Depre-

ciation & Amortisation (EBITDA) growth was +53.2%. Notwith-

standing the adverse macroeconomic factors, including plung-

ing global oil prices, growing transport and electricity tariffs,
EBITDA growth was assured by growing operating volumes,
effective cost control and synergies brought about by new
assets integration. Net Income grew 51% in line with EBITDA.

In 2013, our Company received a record RUB 1,297 bln in
net operating cash flow before tax, with prepayments of RUB
470 bln received under long-term contracts. Tax payments of

RUB 2.7 trin became the largest cash outflow item. The change

in operating cash flows in 2013 was affected by a RUB 103 bin
increase in the working capital, primarily related to activities
aimed at growing the oil and oil products export margin by
increasing payment lags offered to certain buyers.

16 Annual Report 2013 |  Financial indicators

Adjusted free cash flow per boe amounted to RUB 201 bln in
2013, having increased 4.7 times year-on-year.

CAPEX amounted to RUB 560 bln in 2013, up 18.4% from 2012.
The Company manages its capital investment program effi-
ciently, which has enabled it to achieve the following:

capital construction project launches in 2013 above 100%,
worth approx. RUB 315 bin

sustainable production growth and resource base replacement
on-track refinery upgrade program delivery

CAPEX per boe of production amounted RUB 232 in 2013 com-
pared to RUB 295 in 2012. At the end of 2013, Company net
debt was RUB 1,860 bin and net debt to EBITDA multiple was
1.79. Debt growth is largely explained by raising financing (in

ROSNEFT
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bank loans) early in 2013 to acquire new assets. Our Company
is committed to gradual de-leveraging. In 2013, the Company
paid off some of the loans taken to finance TNK-BP asset acqui-
sitions, a total of RUB 166.9 bin.

In 2013, the expenses of our Company’s Russian refineries
grew by 63.5%, to RUB 57.46 bin vs. RUB 35.14 bin in 2012,
mostly as the result of new refining assets’ cost recognition.
Russian refineries’ OPEX in 2013 amounted to RUB 799 per
ton vs. RUB 691 per ton in 2012. The organic growth of per-unit
refining costs was 10.1%* yoy. Such expense growth was mainly
driven by growing feedstock and materials costs associated
with the Euro-4/Euro-5 class products manufacturing ramp-up
and certain other factors.

Company operating expenses grew to RUB 136.6 per boe from
RUB 91 per boe in 2012. At the same time, Rosneft continues to
lead in terms of lowest production OPEX. Cost growth vs. the
previous period relates to the recognition of the costs of newly
acquired assets, and the launch of gas program facilities. The
organic growth in such expenses per boe was 11.7%* in 2013
yoy, and was caused by increased electricity tariffs, growing
auxiliary materials and fuel/lubricant prices and other factors.
At the same time, the Company carried on with its efforts aimed
at increasing the efficiency of, and control over, production
operating expenses.

* Pro forma data.
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EXPLORATION
AND PRODUCTION

Rosneft Oil Company’s strategic E&P goal onshore is
maintaining production and fully tapping the potential

of brownfields, prudent execution of greenfield projects
to ensure a sustainable production profile, maximum
hydrocarbon recovery factor, and economic development
of unconventional and challenging reservoirs.

Vankor oilfield




EXPLORATION
AND RESERVES
REPLACEMENT

Rosneft has a major resource base of
hydrocarbons onshore and offshore.
Our strategic priority is consistent re-
placement of over 100% of production
with new reserves, as well as improv-
ing the quality of reserves. In 2013, the
Company replaced over 179% of its oil
and gas condensate production with
new reserves (according to SEC) — the
best performance among international
oil and gas majors.

In 2014, Rosneft will continue efficient
appraisal of brownfields and explora-
tion in new regions of East Siberia and
Yamal-Nenets Autonomous District.

6 FIELDS AND 70 NEW PLAYS
WERE DISCOVERED WITHIN
THE COMPANY'’S EXISTING
ASSET BASE

RESERVES AND RESOURCES

As of 1 January, 2014, Rosneft’s recover-
able reserves of the ABC1+C2 category
(within the perimeter of IFRS subsidiar-
ies and affiliates) amount to 11.4 bin t
(incl.3.6 bin t of C2) of oil and conden-
sate and 6.5 tcm of gas (incl. — 2.3 tcm
of C2)

ABC1 reserves additions resulting from
E&A efforts (on a net participation basis)
are as follows:

oil + condensate — 250 mmt;

gas — 77 bcm.

ABC1 oil and condensate reserves
replacement in 2013 was 242 mmt

(excl. acquired stakes in Taas-Yuriakh
and ITERA).

The exploration program has delivered
6 field discoveries (2 in the Samara Re-
gion, 1in the Orenburg Region, and 3 in
the Tyumen Region) with the ABC1+C2
reserves of oil and condensate equal to
10.5 mmt and of gas equal to 1.4 bcm, and
also 70 new plays (in Udmurt Republic,
Khanty-Mansi, Yamal-Nenets, Nenets
Autonomous Districts, Irkutsk, Orenburg,
Samara Regions, Krasnoyarsk Territory)
with 27.3 mmt of oil and condensate re-
serves (ABC1+C2 category) and 38.1 bcm
of gas reserves.

E&A KEY PERFORMANCE INDICATORS, 2011-2013

(ON NET PARTICIPATION BASIS)

DRILLING

Completed exploration wells, pcs 32 48 68
Success rate, % 76 84 76
SEISMIC

2D (line km) 3,482 3,968 610
3D (sq. km) 4,636 5,250 7,029

replacement ratio (RRR)

Finding and Development (F&D) costs and oil and gas reserves

300 % The size of the circle corresponds to the
organic reseves increment in 2012-2013
250 %
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Seismic study in Timan-Pechora province

2013 E&A Main Achievements Onshore

» The success rate of exploration
drilling was 76%. The high success
rate was achieved due to reviews
of unsuccessful wells drilled in past
years and application of advanced
technologies for seismic interpreta-
tion and well testing;

- 6 fields and 70 new deposits were
discovered,;

- E&A efforts delivered reserve addi-
tions of the ABC1 category (Russian
classification, on net participation
basis): oil and gas condensate —
250 min t; gas — 77 bcm;

10 licenses were acquired worth
58 min t of oil reserves (ABC1+C2),
71 bcm of gas reserves, also 26 min t
of oil and gas condensate and
61.5 bcm of natural gas in resources.

6%

SUCCESS RATE OF
EXPLORATION DRILLING

IN 2013 THE LEADING METRIC
OF EXPLORATION DRILLING
AMONG INTERNATIONAL
MAJORS

E&A Synergies from New Acquisitions

Acquisition of new assets increased
the number of licenses from 588

to 846, resulting in the Company
expanding its resource potential and
E&A scope in key regions — West
and East Siberia, Volga-Urals and
Timan-Pechora.

License block management was
redistributed among the subsidiaries,

ROSNEFT

providing for maximum efficiency in
E&A planning and performance man-
agement in key regions;

In order to improve E&A planning
and performance, efforts were made
toward subsidiaries taking charge of
the corporate R&D centers.

Exploration and production | Annual Report 2013
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ROSNEFT

RESOURCE BASE

1. NORTH CAUCASUS AND
SOUTHERN FEDERAL DISTRICTS
INCLUDING SOUTHERN SEAS SHELF

As of 1 January, 2014, recoverable re-
serves of the ABC1+C2 category (within
the perimeter of IFRS with affiliates)
amount to 011 bin t (incl. 0.02 bin t of C2)
of oil and condensate and 0.2 tcm of
gas (incl. 0.07 tcm of C2).

2. VOLGA-URALS REGION

As of 1 January, 2014, recoverable re-
serves of the ABC1+C2 category (within
the perimeter of IFRS with affiliates)
amount to 0.99 bIn t (incl. 0.1 bin t of C2)
of oil and condensate and 0.1 tcm of gas
(incl. 0.02 tcm of C2).

Three fields were discovered: Volchiye

22 Annual Report 2013 |

and Gaurovskoye in the Samara Region
and Rubtsovskoye in the Saratov Region
with 2.2 mmt of oil and condensate
reserves (ABC1+C2) and 1 bcm of gas
reserves.

3. TIMAN-PECHORA

As of 1 January, 2014, recoverable reser-
ves of the ABC1+C2 category (within the
perimeter of IFRS with affiliates) amount
to 018 bin t (incl. 0.03 bIn t of C2) of ail
and condensate and 0.009 tcm of gas
(incl. 0.001 tcm of C2).

A new play with reserves of 0.1 mmt was
discovered on the territory of the Nenets
Autonomous District.

Exploration and production

ARCTIC SEAS SHELF

w

4. CONTINENTAL SHELF
OF ARCTIC SEA

As of 1 January, 2014, recoverable re-
serves of the ABC1+C2 category (within
the perimeter of IFRS with affiliates)
amount to 012 bin t (incl. 0.05 bin t of C2)
of oil and condensate and 0.08 tcm

of gas (incl. 0.06 tcm of C2).

5. WEST SIBERIA

As of 1 January, 2014, recoverable re-
serves of the ABC1+C2 category (within
the perimeter of IFRS with affiliates)
amountto 75 bint

(incl. 2 bin t of C2) of oil and condensate
and 4.3 tcm of gas (incl. 1.2 tcm of C2).

ROSNEFT

Legend

ABC1+C2 reserves distribution
. Oil and condensate,
bin tons

. Gas, tcm

012
0.08

Three fields were discovered on the ter-
ritory of the Khanty-Mansi Autonomous
District and the Tyumen Region with

8.2 min t of oil and condensate reserves
(ABC1+C2) and 0.4 bcm of gas reserves,
also 6 new plays with 7.9 mmt of oil and
condensate (ABC1+C2) reserves and

0.3 bcm of gas reserves.

In 2013, 7 new deposits were discovered
on the territory of the Yamal-Nenets
Autonomous District with 0.7 mmt of oil
and condensate (ABC1+C2) reserves
and 8.3 bcm of gas reserves.

6. SOUTH OF EAST SIBERIA*
As of 1 January, 2014, recoverable re-
serves of the ABC1+C2 category (within

the perimeter of IFRS with affiliates)
amountto 1.3 bint (incl. 0.9 bin t of C2)

ROSNEFT

SEA OF OKHOTSK SHELF

of oil and condensate and 0.87 tcm

of gas (incl. 0.6 tcm of C2).

Rosneft is conducting exploration in the
Irkutsk Region and Evenkia.

Exploration in the Irkutsk Region has
delivered 4 discoveries of new plays
with 5.4 mmt of oil and condensate
reserves (ABC1+C2) and 13.2 bcm of gas
reserves.

7. EAST SIBERIA BLOCKS
AROUND VANKOR FIELD

As of 1 January, 2014, recoverable re-
serves of the ABC1+C2 category (within
the perimeter of IFRS with affiliates)
amount to 0.9 bin t (incl. 0.3 bin t of C2)

of oil and condensate and 0.6 tcm of gas

(incl. 0.3 tcm of C2).

Exploration and production |
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NEW PLAYS WERE
DISCOVERED WITH ABC1+C2
RESERVES OF 27.3 MMT

OF OIL AND CONDENSATE
AND 38.1 BCM OF GAS

The E&A effort of LLC Tagulskoye result-
ed in 4 discoveries of gas accumulations
with the ABC1 reserves of 15.7 bcm.

8. FAR EAST*

As of 1 January, 2014, recoverable re-
serves of the ABC1+C2 category (within
the perimeter of IFRS with affiliates)
amount to 0.2 bin t (incl. 0.06 bin t of C2)
of oil and condensate and 0.3 tcm of gas
(incl. 0.05 tcm of C2).

*VSNK, Irkutsk blocks, VCNG, Bratskecogaz,

Vostok-Energy, SN-Krasnoyarskneftegaz.

**Taas-Yuriakh LLC, Sakhalin, Sea of Okhotsk

offshore Licenses.
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RESERVES
AND RESOURCES
(SEC AND PRMS)

OF HYDROCARBON
REPLACED WITH NEW
RESERVES - THE BEST
PERFORMANCE AMONG

TRADED MAJORS

287%

PRODUCTION HAS BEEN

INTERNATIONAL PUBLICLY

According to the DeGolyer & Mac-
Naughton audit, using the SEC classifi-
cation, which stipulates economic life of
the field evaluation, as of 31 December
2013, Rosneft’s proved hydrocarbon
reserves amount to 33,014 min boe,
including liquid hydrocarbon reserves
(oil, condensate, natural gas liquids) of
25,191 min boe (3,398 mmt) and gas re-
serves of 46,941 bcf (1,329 bcm). Thus, in
2013, the oil reserves replacement ratio
was 179%. The Company’s hydrocarbon
reserves, year-on-year, have grown

by 11% (including liquid hydrocarbon
reserves — by 6%, gas reserves — by
29%). Reserves additions are mainly the
result of the successful delivery of the
E&A program, drilling and putting on
stream new blocks of the Company’s
core fields, well interventions aimed at
maintaining base production, as well as
increased stakes in LLC Taas-Yuriakh
Neftegazodobycha and ITERA Oil & Gas
Company.

Also, DeGolyer & MacNaughton has
audited Rosneft’s reserves using the
PRMS classification. As of 31 December
2013, the proved hydrocarbon reserves
(1P) amount to 41,771 mIn boe, including
30,782 min boe (4,161 min 1) of liquid

hydrocarbons (oil, condensate, NGL) and
65,937 bcf (1,867 becm) of gas. Thus, as
of the year end, Rosneft has 24 years of
proven reserves life, including 20 years
of oil and 50 years of gas.

The proven reserves volume is largely
based on the results of the develop-
ment of existing fields based on their
geology and the technology potential.
At the same time, the Company is active
getting ready to put on stream from
2016—-2019 large new fields in East and
West Siberia, including Suzunskoye,
Tagulskoye, Lodochnoye, Yurubcheno-
Tokhomskoye, Russkoye, and the
Kynsko-Chaselskaya group of fields.
Implementation of new technologies,
specifically, drilling wells with long
horizontal boreholes and using multi-
stage hydraulic fracturing, will enable,
mid-term, development to start on
significant oil reserves, including tight
reserves (shale oil). Thus, the potential of
probable reserves, which are over 70%
of proven hydrocarbon reserves, will be
confidently involved in development.

DeGolyer & MacNaughton has audited
Rosneft’s reserves, and as of 31 De-
cember 2013, the Company’s average

Hydrocarbon Reserves Hydrocarbon Reserves Replacement Ratio, (SEC, PRMS) %
Replacement Ratio*
287
2013
Rosneft 287% 245
BP 199%
2012 237
Statoil 128% 177
Total 119%
Eni 105% 011 357
161
ExxonMobil 103%
* SEC-based Reserves Replacement Ratio 0 50 100 150 200 250 300 350 400
(RRR). Rosneft’'s RRR is a proforma estimate.
BP’s RRR includes its share in the Rosneft
reserves. Eni data is based on preliminary — Hydrocarbon Reserves Replacement Ratio, SEC
results. — Hydrocarbon Reserves Replacement Ratio, PRMS
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RN-Yuganskneftegaz LLC

prospective recoverable hydrocarbon
resources are estimated at 339 bln boe
(46 bin toe), which is nearly 70% more,
year-on-year. Resource additions are
the result of exploration and appraisal
work in the Kara, Laptev, and Black
Seas, as well as the 2013 acquisition of
new licenses for offshore blocks in the
Barents, Pechora, Kara, East Siberian,
Chukchee and Laptev Seas.

E&A IN 2013: MAIN REGIONS
AND RESULTS (ON 100% OWNERSHIP
BASIS)

West Siberia

Rosneft’'s E&A efforts in West Siberia are
focused on the Khanty-Mansi Autono-
mous District (KhMAO), Yamal-Nenets
Autonomous District (YaNAO), the Tomsk
Region (conducted by OJSC Tomskneft
VNK; a joint venture between Rosneft
and Gazpromneft).

In 2013, on the territory of KhMAO and
the south of the Tyumen Region, in order
to better define the geological structure
of the fields, 2,718 sqg. km of a 3D seismic
survey was done and 39 exploration
wells were drilled with the success rate
of 87%. As a result of these efforts on

ROSNEFT

the territory of KhMAO, 153 mmt of oil
reserves were added, 6 new deposits
and 3 fields were discovered.

In 2013, 16 exploration wells were

drilled on the territory of YaNAO, with

a success rate of 81%, and 457 sq. km
of 3D seismic were acquired. Reserves
additions amounted to 33 mmt of oil and
46 bcm of gas, and 7 new plays were
discovered.

In 2013, on the territory of the Tomsk
Region, 480 sq. km of a 3D seismic
survey was done and 3 successful
exploration wells were drilled. Reserves
additions amounted to 7 min t of oil and
3 bcm of gas.

East Siberia

Blocks around Vankor Field

The reporting year saw 276 sqg. km of 3D
and 350 line km of 2D seismic surveys
done and 4 wells tested.

Construction of two appraisal wells was
completed: Yakovlevskaya-2 (Baika-
lovskiy license block), Kystyktakhs-
kaya-1 (Samoyedskiy license block),

BLN BOE OF PROVED
PRESERVES (PRMS) AS OF 31
DECEMBER, 2013

Exploration and production | Annual Report 2013
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RN-Yuganskneftegaz LLC

BLN BOE OF ESTIMATED
AVERAGE PROSPECTIVE
RECOVERABLE RESOURCES,
70% HIGHER, YEAR-ON-YEAR

and CDP-2D seismic was done on the
Ondodominskiy license block.

The E&A effort on the Tagulskoye LLC
blocks resulted in OJSC Suzun discov-
ering 4 new hydrocarbon deposits in
the Suzun and Gorchinskiy fields. Two
wells were tested to 50 targets. 3D field
seismic was shot on the Gorchinskiy,
Zapadno- and Vostochno-Suzunskiy
license blocks.

Reserves additions from the Vankor
project amounted to 12 mmt of oil and
27 bcm of gas.

South of East Siberia

Rosneft is conducting exploration in the
Irkutsk Region and Evenkia.

In 2013, 190 line km of 2D and

1,251 sg. km of 3D field seismic surveys
were done in the Irkutsk Region, as well
as 6 exploration wells drilled.

Drilling and testing of well N°10 on the
Mogdinskiy license block and well 73 on
the Danilovskiy license block resulted

in the discovery of three new accumula-
tions. Total reserves additions resulting
from the E&A work in Irkutsk Region

26 Annual Report 2013 | Exploration and production

amounted to 14 mmt of oil and 15 bcm of
gas, as well as the discovery of 4 new
accumulations.

A 3D seismic survey was done on
350 sq. km of the Yurubcheno-
Tokhomskoye field.

The fast-track reserve estimates show
4 mmt of oil and 2 bcm of gas reserves
added.

Far East

In the Far East, Rosneft conducted E&A
operations on 5 License blocks onshore.

The reporting year saw one well drilled
on the Kurungskiy license block (well
N°1), which will be tested in 2014, and
20 sqg. km of 3D seismic shot on the
Monghi license block.

The fast-track reserves estimates show
1.8 mmt of oil and 0.7 bcm of gas re-
serves added.

Timan-Pechora

E&A operations in the Timan-Pecho-

ra region (Komi Republic and Nenets
Autonomous District) are performed by

ROSNEFT



LLC RN-Severnaya neft, LLC Kompaniya
Poliarnoye Siyaniye (Polar Lights —

a JV with ConocoPhillips) and OJSC
Nyaganneftegaz.

In 2013, 63 sq. km of a 3D seismic sur-
vey was done in the region, 2 appraisal
wells were successfully constructed,
construction of well 21P Nertsetinskaya
of the Berganty-Mylskiy license block
began with the objective of delineating
oil and gas accumulations in the Lower
and Upper Devonian, and Lower Siluri-
an. Drilling and testing will be completed
in 2014.

In 2013, construction of exploration well
N°174 of the Vostochno-Veyakskoye
field was completed, and it showed
commercial flow rates of hydrocarbons.
Construction of well 1 Labaganskya
was also completed discovering a new
accumulation.

On the territory of Timan-Pechora,
1.6 min t of oil reserves was added and
a new play was discovered.

Volga-Urals Region

In 2013, 1,349 km of 2D and 2,583 sq. km
of 3D seismic surveys were done on

the territory of Orenburg, Samara, and
Saratov Regions, and the Republic of
Udmuirtia, including 625 sqg. km of seis-
mic in the fields that are being operat-
ed. Testing of 17 exploration wells was
completed.

As a result of successful E&A efforts,
commercial reserves were confirmed

in the Pokrovskoye, Vostochno-Mal-
akhovskoye, Vostochno-Radovskoye,
Morgunovskoye, Skvortsovskoye, and
Vakhitovskoye fields (7 exploration wells
were successfully drilled with an aver-
age flow rate of 65 t/day).

Three fields were discovered: Volchiye
and Gaurovskoye in the Samara Region
and Rubtsovskoye in the Saratov
Region.

Reserves additions in the region
amounted to 49.4 mmt of oil, 48 new
deposits were discovered.

North Caucasus and Southern
Federal Districts

In the south of the European part of

Russia, Rosneft is conducting E&A
operations in the Chechen Republic, the

ROSNEFT

Republics of Ingushetia and Dagestan,
Stavropol and Krasnodar Territory.

In 2013, drilling was completed on well
N°1016 with a TD of 5700 m in the Upper
Cretaceous. The well was drilled on the
Andreevskiy license block of the Chech-
en Republic. Drilling began of explo-
ration well N°32 Severniye Braguny to
lower targets (K1) with a TD of 5800 m.

2D (40 line km) and 3D (100 sqg. km) seis-
mic surveys were done on the Vostochno-
Groznenskiy license block, which will
add the required level of detail to the
structure of the Goit-Kortovskoye oil and
gas field that is being developed and
clarify the presence and character of the
projected Avturinskaya structure located
within the Vostochno-Groznenskiy
license block boundaries.

Processing and interpretation was done
of 2D seismic data acquired in the
coastal area of the Caspian Sea (Izber-
bash field) on the territory of Dagestan.
Preparatory work began to deepen the
exploration well to the design target in
the Safaralinskaya area. The well will be
drilled and tested in 2014.

In Stavropol Territory, comprehensive
review and interpretation of the 3D
seismic data from Rosneft’'s Russkiy
Khutor Severniy, Nadezhdinskoye, Ba-
idjanovskoye, Vostochno-Bezvodnen-
skiy license blocks was completed in or-
der to identify development targets and
the location of wells to be drilled. Drilling
of exploration well N° 400

Zimniaya Stavka was completed and
testing will be completed in 2014.

Exploration and production
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CRUDE OIL

PRODUCTION

Rosneft is a world leader in liquid
hydrocarbon production. In 2013, the
Company produced 207* min t of oil’'
(including production from the new
assets accounted for starting from

1 January, 2013). Natural gas produc-
tion over the same period was ca.

42* bcm, which made Rosneft number
3 gas producer in Russia.

The Company has a unique portfolio
of assets in terms of the size and
recoverability of reserves. In 2013,
oil produced from its brownfields
amounted to around 80%. A lot of
credit goes to the Company’s experts
for reducing the natural liquid pro-
duction decline rate in West Siberia
brownfields by 3%. In 2013, growth
was shown by the Samaraneftegaz
brownfields in the Volga-Urals
region (2.9%), active greenfields in
East Siberia — Vankor (17.8%) and

Verkhnechonskoye (7%), and the Uvat
group of fields in the south of the
Tyumen Region (18.4%).

The target the Company set for 2014
is to achieve further stabilization of
brownfield production and planned
production increases from greenfields,
as well as preparing Vankor-based
greenfields for commercial operation.

Rosneft is producing oil via its twenty
nine subsidiaries and joint ventures in
West and East Siberia, Timan-Pecho-
ra, Central Russia, the south of the
European part of Russia, and in the Far
East. The Company owns a 20% stake
in the Sakhalin-1 project and 50% stake
in Tomskneft, included in the reporting
statements based on proportional con-
solidation, and produces oil and gas via
three joint ventures accounted for based
on its participatory interest therein:

Udmurtneft — 49.54%, Poliarnoye Siyaniye
(Polar Lights) — 50.0%, and Slavneft —
49.94%. On top of that, the Company
has a stake in joint ventures on the
territory of Venezuela, Vietnam, Canada,
Brazil, Norway, Algeria, UAE, and USA.

In 2013, the Company’s efforts were
focused on:

maintaining brownfield production

in West Siberia and the Volga-Urals
region, including by rolling out new
technologies;

growing production and developing
greenfields (Uvat group, Vankor and
Verkhnechonsk) according to the plan;
opex and capex optimization, including
by executing programs aimed at energy
efficiency improvement;

integrating assets TNK-BP.

MILLION TONS* OF LIQUIDS —
OUR PRODUCTION IN 2013

* Pro forma data.
1. Hereinafter oil production means oil, gas

condensate and liquids production, where
applicable.
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2013 Oil and Gas Production Achievements

1. Successful integration of new
assets.

2. 14 October, 2013, deals were
closed on consolidating a 100% stake
in Taas-Yuriakh Neftegazdobycha LLC
engaged in a comprehensive devel-
opment of the Srednebotuobinskoye
oil gas and condensate field on the
territory of the Republic of Sakha
(Yakutia), one of the largest fields in
East Siberia.

3. Growing production from green-
fields — Vankor, Verkhnechonsk and
Uvat projects, — where average annual
growth, year-on-year, was 15.6%.

4. Growing production in a mature
region: OJSC Samaraneftegaz
increased production from its
brownfields by active application of

Exploration and production

hydraulic fracturing and delivering
a 2.9% growth, year-on-year.

5. The Company was the first in
Russia to drill 6 mIn meters (including
affiliated companies) with horizontal
wells making up 23.5%.

6. The associated gas utilization
program at Company brownfields
and Vankor, a major field and the hub
of a new petroleum province in East
Siberia, continued aiming to increase
the utilization level. Pursuant to the
field development design solutions,
gas injection to maintain reservoir
pressure began in 4Q.

7. Rolling out the horizontal multi-
fracked well drilling technology in the
Company’s key assets.

ROSNEFT



MAP OF ROSNEFT’S KEY PRODUCING ASSETS AND GREENFIELDS (ONSHORE)
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@ Head Office

In the reporting year, the Company pro-
duced 207* mIn t of liquid hydrocarbons,
which is a 69.6% increase, year-on-year.
The growth was primarily due the inte-
gration of new assets, increased produc-
tion from the Vankor and Verkhnechonsk
fields in East Siberia, and high efficiency
of well stimulation operations in the fields
of Central Russia and West Siberia.

In 2013, natural and associated gas
production grew considerably, year-on-
year, and amounted to 42.1* bcm. The

Exploration
and production

2013 oil production,
min t

growth is associated with the consoli-
dation of new assets and consolidation
of ITERA, also, RN-Yaganskneftegaz and
Vankorneft delivering programs aimed at
prudent utilization of associated petro-
leum gas, and RN-Krasnodarnefte-

gaz efficiently stimulating gas wells to
improve recovery.

In 2013, 150 horizontal multi-fracked
wells were commissioned. Their flow
rates are 2-3 times higher than those of
conventional directional wells drilled in

4

2013 gas production,
bem

a similar geological environment. This
technology is especially valuable as an
enabler for developing tight oil reserves
inaccessible to other technologies.

In total, in 2013, organic production
growth from the Vankor, Verkhnechonsk
and Uvat projects, year-on-year, was
15.6%*;, 300* new wells with an aver-
age flow rate of 137.7 t/day were put on
stream to boost production.

2013 Synergy Effect from New Asset Integration

1. The 2013 capex synergy effect
for the Yamal projects is estimated at
RUB 1.8 bln, including by contractor
services optimization, such as

Suzun engineering & design costs
and construction & assembly costs,
and project execution schedule
optimization based on shared
infrastructure use.

2. Resulting from the new asset
integration, the Company achieved
unification of approaches to doing
business in all key subsidiaries. It
conducted internal benchmarking of

* Pro forma data.

ROSNEFT

well workover, transportation and road
repair and maintenance rates used by
subsidiaries, as well as of a number of
non-core services. Application of best
business practices in 2013 resulted

in OPEX synergies estimated on the
order of RUB 1.9 bIn. OPEX synergy
effects are expected to continue in
2014.

3. Change management in order to
improve performance. Development
and approval of the Company Standard
for Major Project (Development
Program) Management in Exploration

& Production, as part of the work done
by the Working Subgroup on Change
Management led by the Company First
Vice President in accordance with the
plan approved by the Vice President-
Chief of the President’s Staff. The draft
Internal Regulatory Documents have
been developed incorporating the best
Russian and foreign practices of major
project execution to be piloted in major
Upstream and Gas Stream projects
(Russkoye, Lodochnoye, Tagulskoye,
and Suzunskoye fields, and Rospan full
field development).
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PRODUCTION IN KEY
REGIONS OF COMPANY
OPERATIONS IN RUSSIA

BILLIONTH TON

OF OIL PRODUCED

BY RN-YUGANSKNEFTEGAZ
LLC ON 3 OCTOBER, 2013

WEST SIBERIA

Khanty-Mansi Autonomous District —
Yugra (KhMAO - Yugra)

The Khanty-Mansi Autonomous District
is the main region in which Rosneft is
present where major producing assets
operate, such as LLC RN-Yuganskneft-
egaz and OJSC Samotlorneftegaz. It is
there that one of Rosneft’s largest fields,
Priobskoye, is located, accounting for
13% of its total production.

RN-Yuganskneftegaz LLC

In 2013, RN-Yuganskneftegaz produced
66.2 mmt, which is 26% of the total
KhMAO-Yugra production and 13% of the
total Russian Federation production. Gas
production was 3.8bcm. The company
has been maintaining stable production
levels in excess of 65 mmt per year over
the past 6 years.

Credit for such high operating perfor-
mance goes to efficient handling of
base production well stock and a large
scope and the high efficiency of devel-
opment drilling.

In 2013, 964 new wells were commis-
sioned, incl. 38 horizontal multi-fracked
wells. Large-scale implementation of
these technologies significantly expands

the company’s potential to bring in tight
reserves.

0OJSC Samotlorneftegaz

The Samotlor field is one of the Compa-
ny’s strategic assets. Since the begin-
ning of its development in 1969, 2.7 bin
t of oil has been produced.

The field is more than 70% deplet-

ed. Most of its residual reserves are
hard-to-recover and are concentrated in
the AB1-2 Ryabchik formation.

Two license blocks are being pro-
duced. In 2013, the Company produced
22.0 mmt of oil at Samotlor and 4.3bcm
of gas.

The key success drivers are:
Stabilization of base production,
reduction of the decline rate by im-
proving the quality of well stock and
reservoir management;

Scaling up the multi-stage hydraulic
fracturing and sidetracking program
(113 wells/sidetracks), which in 2013,
brought about 243 kt of incremental oil
production.

BILLION TONS OF OIL
HAVE BEEN PRODUCED

4Q2013

4Q2012

West Siberia brownfield production stabilization

AT SAMOTLOR SINCE
THE BEGINNING OF ITS 102011
DEVELOPMENT
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0OJSC Samaraneftegaz
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SOUTH OF TYUMEN REGION
Uvat group of fields

LLC RN-Uvatneftegaz is the operator of the
Uvat project which is essentially a group
of 14 license areas, with 12 of these being
located in the southern Tyumen Region,
over 400 km from the City of Tyumen, two
in the Khanty-Mansi Autonomous District —
Yugra. Total project area is 26.6 thousand
square kilometers.

The Uvat project produced its first oil in
2007 on the Urnenskoe and Ust-
Tegusskoe fields, the largest ones of
those discovered by geologists in Uvat.

At present, production is ongoing at
seven fields, Kalchinskoe, Yuzhno-Petyeg-
skoe, Urnenskoye, Ust-Tegusskoye,
Tyamkinskoe, Severo-Kachkarskoe, and
Radonezhskoe. In 2013, two new fields
were discovered, Severo-Keumskoe, and
Kirilkinskoe.

In 2013, 8,847.6 thousand tons of oil was
produced, up 26% year-on-year. Average

well flow amounted to 59.7 tons/day in 2013.

The primary source of growth were 139
newly drilled wells, including 16 horizontal

ROSNEFT

wells with aggregate production of
1,867.4 thousand tons. These wells
feature high starting debits, above 100
tons/day.

Actual incremental oil production in
2013 brought by 157 well interventions
amounted to 2,035.7 thousand tons.

VOLGA-URALS REGION
Samara Region

In 2013, Samaraneftegaz fields
produced over 11.0 min t of oil and

0.5 bcm of gas. The reporting period
shows a 2.9% increase in oil produc-
tion, 409 well interventions delivering
1.5 mmt of incremental production, 46
new wells commissioned with an
average flow rate of 65.3 t/day. The
average flow rate of the newly commis-
sioned wells is higher than the 2012
level, despite the general trend toward
deteriorating quality of reserves being
drilled in mature regions. In addition to
that, the fracking program for recomple-
ted wells has been expanded. In 2013,
70 wells were commissioned vs. 44 in
2012; also, there were 172 recomple-
tions for commingled production vs.
157 in 2012.

9%

PRODUCITON GROWTH IN
0OJSC SAMARANEFTEGAZ
FIELDS
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CJSC Vankorneft

MILLION TONS OF OIL
PRODUCED AT VANKOR FIELD
SINCE THE BEGINNING OF ITS
COMMERCIAL DEVELOPMENT
ON 21 AUGUST 2009

MILLIONTH TON OF
OIL PRODUCED AT
VERKHNECHONSKOYE OIL
FIELD IN JULY 2013

Vankor field at the center of an emerging oil and gas province of

international significance

Vankor field is one of the five largest
global discoveries over the past 20
years. It accounts for 4% of Russia’s
total oil production.

In 2013, Vankor oil production grew by
17%, year-on-year, and amounted to
21.4 min t.

In 4Q, 2013, the Company reached in
Vankor a historical peak production
rate of 59.3 kt/day. 105 new wells
were commissioned with the average
flow rate of 180 t/day. The Company
continued its program of improving
associated gas utilization and in 4Q,
2013 began gas injection as a method
of enhancing oil recovery.

In November, 2013, CJSC Vankorneft
was chosen as the operator of the
region’s greenfields, Suzunskoye,
Tagulskoye, and Lodochnoye, and
was given the task of developing the
Vankor cluster with the total production
potential of 50 mmt per annum.

The Suzunskoye, Tagulskoye, and
Lodochnoye fields being located

in close proximity to Vankor will
significantly boost their development
efficiency, which, in particular, means:
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- sharing of oil transportation

capacities

optimization of equipment and per-

sonnel delivery logistics

- sharing of power capacities (creation

of a single power hub)

mobilization of drilling contractors

- joint field infrastructure and opera-
tion management

The total synergy effect from creating
the Vankor cluster is estimated at
$ 1.5 bin.

In 2014, Vankorneft will continue
preparation of the Suzunskoye,
Tagulskoye, and Lodochnoye

fields for commercial operation.
Development drilling, surface facility
construction, and drilling of one
exploration well are planned to begin
in Suzunskoye. Two exploration wells
will be tested in the Tagul license
block, and drilling on two exploration
wells will begin in the Lodochnoye
field. The Company will continue
looking for new hydrocarbon reserves
in the nearby blocks. The Vankor
cluster fields are planned to start
being put on stream in 2017.

ROSNEFT



Verkhnechonskoe field
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Orenburg Region

In 2013, the Orenburg assets (OJSC
Orenburgneft and Buguruslanneft LLC)
produced 16.1 mmt of oil and 2.2 bcm

of gas. Comprehensive interventions
aimed at reducing base production
decline rates reversed the trend toward
production decline due to depletion and
high watercut which began in 2011.

112 new wells were commissioned with
an average flow rate of 66.0 t/day.
Drilling scope and efficiency were main-
tained at the 2012 level despite more
wells drilled on reservoir edges with
poorer geological properties.

Pilot programs began testing multi-stage
acid treatments of horizontal wells in the
Pronkinskoye field.

On top of that, higher incremental pro-
duction was achieved by sidetracking
and hydraulic fracturing in recompleted
wells due to a good selection of candi-
date wells.

EAST SIBERIA

Verkhnechonskoye Field

Verkhnechnskoye field (VCNG) is the
second largest field in East Siberia

ROSNEFT

(second to Vankor). Commercial produc-
tion from this field in the Irkutsk Region
began in October 2008. In 2013, it
produced 6.5 min t of ail.

The field is being drilled with high-tech

horizontal wells ensuring high flow rates.

In 2013, 56 wells were commissioned
after drilling, with 131 t/day of average
incremental production (1.8% flow rate
increase, year-on-year) resulting in 994
kt of incremental production, overall.

Sergei Yeroschenko, Irkutsk Region
Governor, when visiting the VCNG field
noted that OJSC Verkhnechnskneftegaz
(VCNG, field Operator) was a positive
example for enterprises operating in the
region, both from the perspective of its
corporate culture and commitments
under socio-economic cooperation
agreements with the regional
government.

REPUBLIC OF SAKHA (YAKUTIA)
Srednebotuobinskoye Field

LLC Taas-Yuriakh Neftegazodobycha
owns licenses for the development of

Tsentralniy and Kurungskiy blocks of the
Srednebotuobinskoye (SB) oil, gas and

condensate field. The C1+C2 reserves of

the blocks are estimated at 133.7 mmt of

oil and 154.8 bcm of gas. In terms of the
reserve size, the field belongs to subsoil
blocks of the federal level and is one of
the largest in East Siberia.

SB was discovered in 1970. Until 2013,

it had been operated in pilot production
mode. On 11 October, 2013, stock-tank oil
began to be pumped via own 169 km oil
pipeline for custody transfer at the tie-in
point to Transneft’s East Siberia-Pacific
Ocean (ESPO) pipeline system (near the
town of Lensk).

2013 oil production was 216.8 kt, with
the stock of active wells reaching
29 wells by year end.
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HARD-TO-RECOVER

RESERVES

In 2013, the President and Government
of the Russian Federation approved

a number of important tax initiatives
that will create conditions for devel-
oping key projects aimed at future
hydrocarbon production. On 23 July,
2013, Russia passed the Federal Law
(N213-FL) on Amending Chapters

25 and 26, Part 2, of the Russian
Federation Tax Code and Article 3.1 of
the Customs Tariff Law providing tax
incentives and stability guarantees for
‘hard-to-recover’ oil reserve develop-
ment projects. The total amount of
discovered recoverable reserves in the
regions where Rosneft operates is

in excess of 1.4 bin tons.

BAZHENOV AND ACHIMOV
FORMATIONS

As part of a joint project on studying
the possibility of commercial produc-
tion from tight Achimov and Bazhenov
formations, a second final agreements
package on creating a JV with Exxon-
Mobil was signed 17 December, 2013.
The purpose of the JV is joint imple-
mentation of pilots in West Siberia. On
18 December 2013, ExxonMobil made its
first payments toward covering agreed
amounts of historical costs and 2013
Pilot Program costs (RUB 1,171 mIn and
RUB 586 min, respectively).

As part of complying with agreement
commitments, a joint Rosneft-
ExxonMobil group of experts developed
a 2014 Pilot Work Program for the
Trizneft-Pilot JV. The Program includes
drilling up to 4 horizontal multi-fracked
wells and a number of vertical well
investigations (coring and core testing,
logging, hydraulic fracturing, reactiva-
tion of exploration wells). The work will
be paid for by the ExxonMobil carry
arrangement.

Based on the Pilot Program results, in
2016 the parent companies will make

a decision on whether development of
tight Achimov and Bazhenov formations
on the territory of RN-Yuganskneftegaz
operations is economically feasible.

DOMANIK PROJECT

21 June, 2013, Rosneft and Statoil signed
Heads of Agreement regarding tight
hydrocarbon reserves of the Domanik
formations in the Volga-Urals basin.
Statoil will provide carry financing for the
Pilot Work Program, as well as technolo-
gies and experts. If the Domanik devel-
opment proves to be feasible, Statoil will
provide additional carry for the Commer-
cial Development Phase.

On 6 December 2013, the parties signed
Shareholder and Operating Agreement
setting the principles of joint Domanik
Pilot Program execution, creation of

a joint Operator company, Operator
corporate governance principles and
Project funding procedures. The parties
plan to execute the Final Agreements
and create the JV by end of 2014.
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MAP OF HARD-TO-RECOVER RESERVES IN COMPANY FIELDS

Geography of ABC1/C2 reserves, min tons

aucasus

LOW-PERMEABILITY RESERVOIRS

Full-scale drilling began on the YuK2-9
Tyumen formations in the Em-Egovskiy
block. The next step will be develop-
ment of analogue YuK2-9 Tyumen
accumulations in the adjacent Talinskiy
block of Krasnoleninsk oilfield with the
number of drilling rigs and drilling scope
involved to be gradually increased.

Horizontal wells with multi-stage fracking
began to be drilled in the Severo-
Khokhriakovskoye field. Previously,
there had been a few attempts to begin
active development of the field, but they
failed due to low economic efficiency.

ROSNEFT

The multi-stage hydraulic fracturing
technology gave a new impetus to asset
development. During the first pilot, 22
wells are planned to be drilled with the
project set to be expanded gradually to
cover all blocks of the field. In total, over
200 multi-fracked wells are intended to
be drilled.

Multi-stage hydraulic fracturing technol-
ogy has been used in RN-Yuganskneft-
egaz fields since 2012, with the main
targets being Tyumen and Achimov
formations. The average initial flow

rate in 38 horizontal multi-fracked wells
drilled in 2013 was 161 t/day.

>1.4

BLN TONS — COMPANY
TOTAL DISCOVERED HARD-
TO-RECOVER RESERVES

Exploration and production | Annual Report 2013
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OFFSHORE PROJECTS
DEVELOPMENT —

THE FOREFRONT OF THE
WORLD ENERGY SECTOR

Rosneft’s strategic priority is capturing unique
opportunities for growth and value creation associated
with its major offshore asset portfolio. The Company is
going to address this by using state-of-the-art technologies
and cooperating with its strategic partners — global

oil and gas industry leaders - to maximize exploration

and production efficiency and minimize any adverse
environmental impact.
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PROJECTS

ON THE RUSSIAN
CONTINENTAL SHELF

Rosneft is the leader of Russia’s
continental shelf development. The
Company has 46 license blocks with
total hydrocarbon resources of over
43 bin toe in the Arctic, Far East, Black
and Caspian Seas and the Sea of Azov
in the south of Russia. Rosneft has
strategic partnership agreements with
major |IOCs who have advanced exper-
tise in offshore project development.

In 2013, the Company carried out an
unprecedented amount of E&A work,
geological surveys and environmental
and fishery studies in the Russian
Arctic and Far Eastern continental
shelf.

In 2014, Rosneft is planning to begin
wildcat offshore drilling in the Arctic
and drill the first well in the Kara Sea.
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2013 ACHIEVEMENTS
IN OFFSHORE DEVELOPMENT

1. Acquisition of licenses
for offshore prospects

In 2013, the Company acquired 17
License blocks in the Arctic and Far
Eastern shelf of the Russian Federation
(Zapadno-Prinovozemelskiy, Russkiy,
Severo-Pomorskiy-1, Yuzhno- Prino-
vozemelskiy, Zapadno-Matveevskiy,
Anisinsko-Novosibirskiy, Severo-Karskiy,
Ust-Lenskiy, Ust-Olenekskiy, Severo-
Vrangelevskiy-1, Severo-Vrangelevskiy-2,
Yuzhno-Chukotskiy, Albanovskiy,
Varnekskiy, Vostochno-Sibirskiy-1,
Vostochno-Pribrezhniy, and Amur-
Limanskiy) with the total hydrocarbon
resources of over 23.3 bIn toe.

2. Signing of agreements
with strategic partners:

Parent Company, Shareholder and
Operating Agreements were signed
with ExxonMobil on projects in 7 new
license blocks in the Kara, Chukchee
and Laptev Seas.

Final agreements were signed with the
following strategic partners: ExxonMobil
(Kara and Black Sea projects), Eni and
Statoil (joint work on the Russian
continental shelf). Joint operating com-
panies were established.

A cooperation agreement was signed
with INPEX on offshore projects in the
Sea of Okhotsk (Magadan-2 and

3 license blocks).

3. Delivery of a large-scale E&A
program for license blocks in the
Barents, Pechora, Kara Seas

and the Sea of Okhotsk:

2D seismic survey of 32.5 th. line km
3D seismic survey of 2.6 th. sg. km
Surveys of 11 sites to identify drilling
locations

Environmental and fishery studies on
11 license blocks

4. Identifying the location for

drilling the first exploration well in
the Universitetskaya structure of
Vostochno- Prinovozemelskiy Block-1
in the Kara Sea a year ahead of the
deadline specified by the license.

Performing a comprehensive set of HSE
actions compliant with best international
standards by way of getting ready for
exploration well drilling in the Kara Sea,
including:

— investigation of the ice situation and
organization of an ice protection
system;

— organization of a metocean monitor-
ing system;

— provision for installing additional
blowout prevention equipment units;

— development of a marine operations
plan to support offshore drilling;

— development of oil spill response
plans.

Jointly with ExxonMobil, work began
on assessing and preparing a short list
of new drilling platform concepts to be
operated in the Arctic conditions, both
in shallow and deep-water blocks. 14
drilling platform designs of all existing
types developed by the world’s leading
designers are being reviewed.

ROSNEFT

ROSNEFT’S KEY OFFSHORE PROJECTS

Gulf
of Mexico

ExxonMobil

e The demand for supply and support ves-

sels to be used for drilling operations in
the Company’s license blocks has been
assessed. The types and number of
vessels have been determined and an
estimate of potential demand for vessels
has been made.

The main types of vessels and offshore
facilities required for the Company’s
offshore projects have been identified.
Functional specifications for each type
have been developed.

Work has commenced to develop an
offshore field development concept for
the varying natural/climate and mining/
geological environments of the Russian
continental shelf.

ROSNEFT
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OFFSHORE PROJECTS:
MAIN RESULTS

Arctic Offshore
Projects

In 2013, Rosneft operated on 25 subsail
blocks in the areas of the Barents,
Pechora, Kara, Laptev, East-Siberian, and
Chukchee Seas.

Liquid hydrocarbon resources of 25
Arctic offshore blocks amount to 18,811
mmt according to DeGolyer & Mac-
Naughton end of 2013 estimates, gas
resources — to 21,473 bcm. In addition,
the Company has estimated, on a pre-
liminary basis, the East-Siberia-1license
area resources, 1,367 mmt of oil and
1166 bcm of gas. There were previ-

ous field discoveries in three Pechora
blocks — Severo-Guliayevskoye, Pomor-
skoye, Medynskoye-More, and Varand-
eyskoye-More, with total C1+C2 category
oil and condensate reserves of 117 min t,
gas — 79 bcm.

Seismic and geological data of the past
years were acquired for the new blocks
and preparation began for 2014 field
surveys.

In 2013, 6,535 line km of 2D seismic was
done on Vostochno-Prinovozemelskiy-1,
2, 3 license blocks, and 1,844 sq. km of
3D seismic on Vostochno-Prinovozemel-
skiy-2. Four sites were surveyed for drill-
ing and geochemical analysis was done
on Vostochno-Prinovozemelskiy-1, 2.

In 2013, 1,060 line km of 2D seismic and
387 sq. km of 3D seismic were done on
the Yuzhno-Russkiy license block. One
site was surveyed for drilling.

In 2013, 219 sq. km of 3D seismic was
done on the Medynsko-Varandeyskiy
license block.

In 2013, 6,750 line km of 2D seismic was
done on the Fedynskiy license block.

In 2013, 3,200 line km of 2D seismic was
done on the Tsentralno-Barentsevskiy
license block.
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Russian Southern Seas
Offshore Projects

Rosneft holds the following licenses
in the southern part of European
Russia: the Tuapse Trough, Zapadno-
Chernomorskiy block and Yuzhno-
Chernomorskiy block (Black Sea shelf),
Severo-Kaspiyskiy block and Zapadno-
Rakushechnoye field in the Caspian
Sea, Temriuksko-Akhtarskiy block and
Novoye field in the Sea of Azov. The
Company is developing some of these
areas on its own and some are being
developed in partnership with major
Russian and foreign companies.

The blocks in the Black and Caspian
Seas and in the Sea of Azov have huge
resource potential; their projected
recoverable resource is 3.5 bin t of
liquids and 81.2 bcm of gas; ABC1+C2
recoverable reserves (the IFRS perimeter,
with affiliates) of the two fields amount to
6.9 mmt of oil and condensate, 0.8 bcm
of gas. The Black Sea in that area is
quite deep (1-2km), therefore develop-
ment requires a big investment. On the
Tuapse Trough block, Rosneft is working
with ExxonMobil, on Zapadno-Cherno-
morskiy block — with Eni, and is now
looking into the possibility of involving
partners in the Yuzhno-Chernomorskiy
license block.

In 2013, preparation work continued for
exploration drilling in the Southern Seas
of Russia.

Processing of 4,800 sqg. km of the
Tuapse license block’s 3D seismic data
was completed; the upper part of the
3D seismic cube (2,400 sqg. km) was
processed to support site surveys, and
three sites were surveyed as potential
candidates for drilling.

The upper part of the Zapadno-Cherno-
morskiy license block 3D seismic cube
(800 sq. km) was processed; three sites
were surveyed as potential candidates
for drilling.

Processing of the Yuzhno-Chernomor-
skiy license block 2D seismic acquired
in 2012 was completed.

Site N°1 of the Zapadno-Rybachiya
structure (Severo-Kaspiyskiy block) was
surveyed for artificial island construction.
A license for hydrocarbon exploration

and production was acquired for the
Zapadno-Rakushechnoye field in the
Caspian Sea.

Site surveys began on the Temriuksko-
Akhtarskiy license block (Sea of Azov),

specifically at a drilling site for appraisal
well Geologicheskaya-1.

A license for hydrocarbon exploration
and production was acquired for the
Novoye field in the Sea of Azov, prepa-
rations for development are underway.

Russian Far Eastern
Offshore projects

In the Far East, Rosneft is operating on
14 license blocks on the Sea of Okhotsk
shelf. The recoverable resources of oil
and condensate on the blocks were
1,784 mmt according to DeGolyer &
MacNaughton estimates as of the end of
2013, of gas — at 2.3 tcm; the recover-
able reserves of discovered fields
(including Sakhalin-1 project) are 264 min t
of oil and condensate and 496 bcm

of gas, of which Rosneft's net share

is 74 min t of oil and condensate and
104 bcm of gas.

At the end of 2013, licenses for Sakha-
lin-3 (Veninskiy block) and Sakhalin-5
(Kaigansko-Vasiukanskiy block) expired.
Applications were filed for production
licenses in relation to the Severo-
Veninskoe gas condensate field, and for
exploration and production licenses at
the Kaigansko-Vasiukanskiy Sea. In late
2013, new licenses were acquired for
Vostochno-Pribrezhniy, and Amur-
Limanskiy blocks.

In 2013, Rosneft was active in 6 E&A
offshore projects (Sea of Okhotsk) —
Astrakhanovskoye More—Nekrasovskiy,
Lisianskiy, Kashevarovskiy, Magadan-1, 2,
3. The Company is doing some of these
projects on its own and some are being
done in partnership with Statoil and
INPEX. In 2013, Rosneft was working on
another 5 blocks — Lebedinskoe field,
Sakhalin-3 (Veninskiy block), Sakha-
lin-5 (Kaigansko-Vasiukanskiy block),
Northern part of the Chaivo field, and
Northern end of the Odoptu-More field,
including R&D work, design survey,
preparation of technical design docu-
mentation, recovery feasibility docu-
ment, Engineering and Procurement.

ROSNEFT



Seismic studies in the Sea of Okhotsk

Sakhalin-1
Project

In 2013, execution of the Sakhalin-1
project (Rosneft stake — 20%) continued
efficiently. Rosneft’s partners on the
project are ExxonNeftegaz Limited,
SODECO (Japan) and ONGC (India).

In 2013, the project delivered a total of
7.009 miIn t of oil and gas condensate,
which is 18.6% above the plan set by the
Company; 2.364 bcm of gas (+7.6% to
plan) was supplied to consumers in the
Russian Far East.

The Chaivo and Odoptu fields, part of
the Sakhalin-1 project, were operated
using state-of-the-art technologies and
work management methods. A new
drilling record was set in drilling extend-
ed-reach wells (Yastreb rig): the longest
well in the world, Z-42 (12,700 m) was
drilled, completed and commissioned.

Successful operating performance was
achieved against the background of
opex savings of 11% and CAPEX savings
of 20% vs. planned.

2014 is expected to see a third field,

Arkutun-Daghi, put on stream. During the
summer season, the Berkut ice-resistant

ROSNEFT

offshore fixed platform top structure is
going to be transported and installed.
Then development drilling will begin. All
preparatory work, including setting the
platform gravity base, was completed in
2012-2013.

Severnoye Chaivo
Project

In 2013, an active phase of the project
focused on the northern tip of the Chaivo
field began. Rosneft acquired a license
for the block in December 2011.

ExxonNeftegaz Limited (Sakhalin-1
Operator) and Rosneft prepared and
submitted in November 2013 to the Cen-
tral Development Commission with the
Federal Agency for Subsoil Use a de-
sign document entitled “Supplement to
the Chaivo Field Technological Develop-
ment Scheme” (FDP). The CDC issued

a positive opinion of the joint document,
which envisions the use of extended-
reach well technologies to develop
Severnoye Chaivo. As is known, these
technologies proved very effective in
developing Sakhalin-1 fields.

In order to optimize Rosneft's CAPEX
and begin early production, negotiations
were conducted with the Sakhalin-1

12,700

METERS
RECORD-LONG Z-42
WELL WAS COMMISSIONED
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Oceanographic station setup

Consortium and the Authorized Govern-
ment Body to consider the possibility

of using the Sakhalin-1infrastructure for
production, processing and transporta-

tion of oil and gas from the northern tip

of the Chaivo field.

A service contract for drilling and
testing two wells was executed with the
Sakhalin-1 consortium in in August 2013.
It will help the Company comply with its
license commitments regarding com-
missioning of Severnoye Chaivo. The
drilling contract becomes effective after
being endorsed by the Authorized Gov-
ernment Body (approval was received in
February 2014).

The block is expected to come on
stream in late 2014.

Sakhalin-3 Project (Veninskiy Block)

In 2013, the Company, fully and in a time-
ly fashion, complying with its license
commitments regarding geological
exploration of Sakhalin-3 (Veninskiy block),
sent its final geological report to the
Russia Geology Agency, Rosgeolfond.

To continue the project, an appli-
cation was submitted to the Russia
Natural Resources Ministry for a
hydrocarbon production license for the
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Severo-Veninskoye gas and condensate
field. The license is expected in 2014.

Preliminary site surveys were done as
part of preparing an investment justifica-
tion document, TEO Investment, as well
preparing a technological development
scheme (FDP) for the Severo-Venin-
skoye field.

Analysis was completed of core, drilling
cuttings, and fluids from well Severo-
Veninskaya N°3 drilled in 2012; also, 3D
seismic data were reinterpreted.

Sea of Okhotsk Shelf E&A

In 2013, a total of 15,000 line km of a 2D
and 110 sqg. km of a 3D seismic surveys
were done by Rosneft in the Sea of
Okhotsk; also, four wellheads were
examined.

In 2013, 110 sq. km of a 3D seismic sur-
vey was done on the Astrakhanovskoye
More—Nekrasovskiy license block,
preparation for 2015 drilling began, and

the wellhead of Astrakhanovskaya- More

-1 well was examined.

In 2013, 2,658 line km of a 2D seismic
survey was done on the Magadan-1
license block, and the wellhead of Khmi-
tievskaya-2 well was examined.

In 2013, 2,200 line km of a 2D seismic
survey was done on the Magadan-2
license block, and the wellheads of
Magadanskaya-1 and Magadanskaya-2
wells were examined.

In 2013, 2,800 line km of a 2D seismic
survey was done on the Magadan-3
license block.

In 2013, 5,265 line km of a 2D seismic
survey was done on the Lisianskiy
license block.

In 2013, 2,077 line km of a 2D seismic

survey was done on the Kashevarovskiy
license block.

ROSNEFT
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IMPROVING EFFICIENCY
OF CONTRACTOR/SUPPLIER

RELATIONS

44
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ROSNEFT STRATEGIC PRIORITIES
WITH RESPECT TO SUPPLIERS AND
CONTRACTORS

Regulatory compliance in procurement
activities;

Boosting competition among bidders by
increasing their number and involving,
among others, small and medium
businesses;

Improving information access for all
bidders;

Development of e-commerce (creation
of own electronic trading floor, automa-
tion of tender processes);

Engagement in Russian Government
Programs aimed at providing more
access to infrastructure monopolies’
and government-invested companies’
procurement processes for small and
medium businesses, and in programs of
interaction with related industries.

Improving efficiency of contractor/supplier relations

2013 ACHIEVEMENTS IN
PROCUREMENT

Ensuring maximum transparency of the
Company’s procurement activities by
making procurement plans, information
about tender plans and results, and
reports on awarded contracts publicly
available (99.99% of procurement infor-
mation is published);

2013 savings resulting from competitive
buys account for nearly RUB 11,000

min of the planned amount of competi-
tion-based procurement volume (3.9%);

The number of accredited counterpar-
ties in the existing data base of potential
suppliers that are qualified as meeting
Company requirements is now in excess
of 3,000;

Reduction of the tender procedures

time by 30-50% relative to standard
timelines

ROSNEFT
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REFINING,
COMMERCE
AND LOGISTICS

The strategic goal of Rosneft refining, commerce and
logistics teams is to ensure the best use of crude oil and
gas produced by the Company, and of its petroleum
products.

The Company creates added value for the shareholders
by successfully implementing a large-scale refinery
modernization program, by constantly improving the
customer offer through its own retail network and
wholesale channels, as well as by applying best trading
practices in Russia and abroad.
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CRUDE OIL REFINING:
QUALITY, EFFICIENCY, INDUSTRIAL

AND ENVIRONMENTAL SAFETY

Rosneft is the leader of the Russian
refining industry. The Company owns
and operates 11 refineries in key
regions of Russia. In 2013 the total
throughput reached 97.7* min t.

The Company is implementing a large-
scale refinery modernization program
that will enable it to increase the
refining depth up to 81% and ensure
compliance with the terms of 4-sided
agreements.

* Proforma data

ROSNEFT REFINING ASSETS IN RUSSIA

~Kaliningrad

REFINERIES MODERNIZATION: COMPLETION STATUS

Effect on oil

Tuapse Ryazan Syzran Kuibyshev Novokuibyshevsk Achinsk products output

Vacuum block () o Refining depth
Isomerization [ ] [ ] [ ] [ ] Euro-5 gasoline
Cat cracking o [ ) Light product yield
Hydrotreatment o [ 2 [ ] 2 [ ] [ ] Euro-5 motor fuels
Reforming [ ] ] ) [ ] Euro-5 gasoline
Alkylation o [ ] Euro-5 gasoline
Coking' [ ] P o Refining depth
Hydrocracking [ ] [ ] [ ] [ ) Light product yield
MTBE [ ] [ ] [ ] Euro-5 gasoline

1. Note: Delayed coking or flexicoking
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Effect on oil

Angarsk Komsomolsk products output
Vacuum block Refining depth
Isomerization Euro-5 gasoline
Cat cracking Light product yield
Hydrotreatment o [ ] Euro-5 motor fuels
Reforming Euro-5 gasoline
Alkylation o Euro-5 gasoline
Coking' Refining depth
Hydrocracking [ ] Light product yield
MTBE [ ] Euro-5 gasoline

ROSNEFT
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THE COMPANY'’S REFINING CAPACITY IN 2013

Refinery Design capacity, Refinery throughput, Light products yield,
min tn min tn

Tuapse 12.0 5.6 52.5
Achinsk 75 7.4 555
Angarsk Petrochemical Company 10.2 101 60.8
Komsomolsk 8.0 7.1 58.2
Ryazan* 18.8 13.5 55.1
Saratov* 7.0 4.7 43.8
Slavneft-YANOS (50%)* 7.5 5.9 55.8
The Samara group: 241 22.0 55.4
Novokuibyshev 88 82 55.7
Kuibyshev 6.8 6.9 55.0
Syzran 8.5 6.9 55.4
LINIK 8.0
Refineries of JV ROG (Germany)™* n5 10.6 72.5
Mozyr Refinery (processing arrangement) - 17
Mini-refineries 5.8 1.48* 31.0

* TNK-BP Holding Group refining volumes incorporated starting from 21/03/13.

** Without returns.

*** Rosneft share.

*** Krasnoleninsk Oil Refinery; Nizhnevartovsk Oil Refining Association; Strezhevskoy Oil Refiner.

STRUCTURE OF PETROLEUM PRODUCT OUTPUT, MLN TONS*
Refinery Naphta Gasoline Jet fuel Diesel fuel Fuel oil Other
Tuapse 11 - - 1.8 25 0.1
Achinsk 0.3 12 0.2 24 2.7 0.3
Angarsk Petrochemical Company 0.3 1.3 0.6 34 2.6 0.7
Komsomolsk 0.8 0.5 03 26 28 -
Ryazan*™ 0.3 2.6 0.9 31 45 15
Saratov™ - 0.7 - 12 15 12
Slavneft-YANOS (50%)** 0.2 0.9 0.4 17 1.8 0.6
Refineries of JV ROG (Germany) 0.5 21 0.6 4.5 03 26
The Samara group 0.9 3.0 0.6 7.3 6.9 1.8
Other (inc. mini refineries) 0.7 0.1 — 0.6 - 14

* Without 1.6 mmt of Mozyr products (third-party processing).
** TNK-BP Holding Group output volumes incorporated starting from 21/03/13.

STRATEGIC PRIORITIES IN REFINING

Full compliance with Health, Safety,

and Environment standards will enable

the Company to:

— ensure high level of health and safety
standards;

— ensure operations continuity;

— maintain achieved throughput
volume;

The quality of end products that meet

the requirements of the Russian Techni-

cal Regulations, will enable the Compa-

ny to:

— protect the margin of sales channels
in the domestic market;

— ensure availability of sufficient vol-
ume of products for domestic sales
channels;
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e Increase in the light products yield
through optimizing the configuration and
developing conversion processes will
enable the Company to:

— ensure competitive advantage of its
refining portfolio within the industry;

— ensure the growth of added value of
petroleum products;

— provide for the development of the
sales channels by increasing output
of products of stretched balance
in Russia (gasoline, jet fuel, winter
diesel fuel);

— reduce costs of products logistics;
— reduce future operating and capital
sustaining costs by implementing
new, more efficient process units.

Refining, commerce and logistics

At the same time, an unconditional
priority during implementation of the
Company’s refining strategy is fulfillment
of its commitments under the Quadripar-
tite agreement, signed between Rosneft,
among other oil companies, and the
government agencies, the Federal
Antimonopoly Service, Rosstandart and
Rosteknnadzor, in regards to execution
of investment programs for construction
and modernization of Russian refiner-
ies and output of petroleum products
compliant with the requirements of the
Technical Regulations for the period until
2020.

ROSNEFT



Main achievements in Refining in 2013

Maintaining high standards of product
quality is a key priority of Rosneft
refining activities.

In 2013 the Company continued to
implement at its refineries specific
actions to fully switch to production of
fuels compliant with the Euro-5
environmental standard. The
Company also continued to work on
increasing refining depth, improving
refining operating efficiency and
industrial and environmental safety.

Syzran Refinery

Start of production of Premium-95
gasoline and diesel fuel, both
compliant with the requirements of the
Euro-5 environmental standard.

Novokuibyshev Refinery:
Implementation of synergies with new
assets: production of Regular-92 and
Premium-95 (Euro-5) gasoline, using
alkylate from the Ryazan Refinery.

Kuibyshev, Achinsk, Angarsk,
and Komsomolsk Refineries:

Start of production of gasoline
and diesel fuel compliant with

the requirements of the Euro-5
environmental standard.

Modernization of the Tuapse
Refinery is a key element

of Company refining
performance improvement by:

- Satisfying growing demand in high
quality motor fuels in the south of
Russia.

» Expanding the range of alternative
options for crude oil export, consider-
ing the Company’s unique geo-
graphical location and transshipment
capacity in Tuapse.

Saratov Refinery

Commissioning of the isomerization
unit, reconstruction of the second

stage of the crude desalter/AVT-6 unit,
increasing its capacity up to 7.0 mmtpa;
reconstruction of the vacuum tower
K-10, expanding the diameter of transfer
pipeline, which enabled to increase the
output of vacuum gas oil; visbreaker
capacity increased to 1 mmtpa.

Komsomolsk Refinery

As part of the efforts to examine the
possibility of using alternative feedstock
at the Company production facilities,

a pilot run with Skovorodino crude oil
was completed at the Komsomolsk
Refinery.

During the river floods in the Far East
region, the specialists of Refining and
Petrochemicals Stream were managing
and coordinating their actions in real
time with the Rosneft central office

in order to prevent an escalation of
emergency situations at the Company’s
production facilities. Implementation of
urgent measures helped to mitigate the
consequences of the emergency, avoid
downtime of production facilities of

the Komsomolsk Refinery, and deliver
the production program.

INCREASED DESIGN
PROCESSING CAPACITY

OF THE TUAPSE REFINERY
WHICH REACHED 12
MMTPA MARKED THE
COMPLETION OF THE FIRST
STAGE OF THE LARGE-
SCALE MODERNIZATION
OF THE PLANT

PREMIUM EURO-95
GASOLINE AND EURO DIESEL
FUEL PRODUCED BY THE
SYZRAN REFINERY PROVE
THE COMPLIANCE WITH THE
HIGHEST QUALITY LEVEL SET
BY THE “RUSSIAN QUALITY”
PROGRAM. RESPECTIVE
CERTIFICATES AND AN
EXPERT REPORT WERE
ISSUED BY THE EXPERT
PROGRAM CENTER OF THE
RUSSIAN ORGANIZATION
FOR QUALITY IN 2013

BLN RUB

IS THE SYNERGY

FROM INTEGRATION

OF NEW REFINING ASSETS

IN 2013, ACHIEVED

BY OPTIMIZING

THE STRUCTURE OF CAPITAL
EXPENSES

Synergies from integration of new assets

The main areas of synergies in oil
and gas processing, resulting from
integration of new assets, are the
following:

- Optimization of planning and execu-
tion of refinery turnarounds;

- Optimization of plants’ throughput;

- Increased refining efficiency thanks
to implementing best practices;

- Savings by eliminating duplicate
capital expenses in gas processing.

The major synergy is expected in

increased operational efficiency
thanks to experience exchange and

ROSNEFT

implementation of best practices,
as well as execution of the following
programs:

- energy efficiency improvement
at refineries;

» production loss management;

- optimization of process unit
operations (introduction of the
most appropriate operating mode
of the process equipment, audits
and implementation of process unit
mini-projects to increase the light
products yield);

- production costs reduction.

Refining, commerce and logistics | Annual report 2013

51



CREATION OF A POWERFUL
REFINING CENTER

IN EAST SIBERIA

AND THE FAR EAST

Rosneft is creating a powerful refin-
ing center in East Siberia and the
Russian Far East to serve the region’s
growing need for sufficient volume of
high quality fuel at competitive prices.
Stable supply of high quality fuel to in-
dustrial customers and to the region’s
retail network will create additional
conditions conducive to economic
development of the Russian Far East.
As a result of the important upgrade
of production facilities at the Komso-
molsk and Achinsk Refineries and the
Angarsk Petrochemical Co., as well as
development of the project “The East-
ern petrochemical company”, the Com-
pany will become more competitive for
export to the Asia-Pacific markets.
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MODERNIZATION OF THE
KOMSOMOLSK AND ACHINSK
REFINERIES AND THE ANGARSK
PETROCHEMICAL COMPANY

Komsomolsk Refinery

Petroleum product output was 7.0 min
tons. The refining depth was 60.7%.

In 2013, the Company carried on with
implementing the 3.65 mmtpa VGO
hydrocracker / diesel fuel hydrotreater
construction project.

In particular, zero cycle construction
and assembly for the the complex units
were completed; the reactors were
delivered and assembled. Assembling
of steel work and equipment of the
sulphur recovery unit and hydrogen unit
is underway, as well as construction of
off-site facilities.

Total investments in the Komsomolsk Re-

finery in 2013 amounted to RUB 17.35 bin.

Achinsk Refinery

In 2013 the Achisk Refinery processed
7.4 min tons of crude oil, and manufac-
tured 71 min tons of end products. The
refining depth was 61.3%.

The plan for fulfillment of the Quadri-
partite agreement on fuel production in
compliance with the requirements of the
Technical Regulations, was delivered in
full across the petroleum product range.

In the period from June to November
the reactors for the hydrocracker-hydro-
treater were delivered to the refinery
site. This delivery set new Russian and
European records in transporting a load
of over 1,000 tons over the longest dis-
tance (203 km) by automotive transport.
In December the assembling of reactors

Refining, commerce and logistics

of the VGO hydrocracker — diesel fuel
hydrotreater was completed.

Construction and assembly operations
are underway at:

the combined coke production unit with
feedstock capacity of 1 mmtpa;

the 3.65 mmtpa hydrocracker-hydro-
treater complex.

Total investments in the Achinsk Refinery
in 2013 amounted to RUB 2114 bin.

Angarsk Petrochemical Company

In 2013, the Angarskaya Petrochemical
Company processed 10.1 mmt of oil. The
refining depth was 72%.

Construction and installation work is

underway at the diesel fuel hydrotreat-
er, the sulfuric acid alkylation complex,
the gasoline hydrotreater, the catalytic
cracker, and the MTBE production unit.

Total investments in the Angarsk
Petrochemical Company amounted to
RUB 17 billion in 2013.

The project of construction of a petro-
chemical complex in the Far East “The
Eastern Petrochemical Company” (VNHK)

In 2013 Rosneft made a decision to
increase the throughput capacity of the
petrochemical complex in the Far East
“The Eastern Petrochemical Company”
(VNHK) up to 30 mmtpa. The decision
was formalized by the Resolution of
the Rosneft Board of Directors dated
November 8, 2013.

The VNHK project will be executed in
three stages:

| stage (2014-2020) — crude oil refin-
ing facilities with crude throughput

12 mmtpa;

ROSNEFT



Transportation of the reactor to the Achinsk Refinery

Il stage (2014-2022) — petrochemical
facilities with feedstock throughput

3.4 mmtpa;

Il stage (Q4 2028) — crude oil refining
facilities with crude throughput 12 mmtpa
and petrochemical facilities with
feedstock throughput 3.4 mmtpa
(Construction is subject to favorable
market situation).

Itis a large-scale complex project that
will open new prospects for the Far
East region, and the Russian economy
as a whole. The VNHK project not only
takes into consideration the region’s
current demand for petroleum products
and petrochemicals, but also ensures
predictable growth of consumption in
the Far Eastern Federal District, as well
as responds to the demand of export
markets in the Asia-Pacific region.

Construction of the complex will enable
the Company to produce simultaneously
high quality motor fuels compliant with
the requirements of the Technical
Regulations and polymer products with
high added value.

ROSNEFT

In 2013, the Company re-assessed the
VNHK construction multiplication effect
on the regional economy.

In April 2013 Rosneft and Mitsui & Co.
Ltd signed a Memorandum of Under-
standing regarding joint execution of the
VNHK project.

Investments in the project in 2013
amounted to RUB 2.4 bin.

KM — A NEW RUSSIAN AND
EUROPEAN RECORD IS

SET FOR TRANSPORTING

A LOAD OF OVER 1000
TONS, THE LONGEST

HAUL USING AUTOMOTIVE
TRANSPORT. DELIVERY

OF HYDROCRACKER-
HYDROTREATER REACTORS
TO THE ACHINSK REFINERY

Refining, commerce and logistics | Annual report 2013
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EFFICIENT SALES

OF OIL, GAS

AND REFINED PRODUCTS

Rosneft supplies the produced oil to
its own refining facilities in Russia
and Germany, apart from selling it in
Russia, the CIS countries and on the
international market. The strategic
goal of Company activities in the area
of commerce and logistics is to be as
efficient as possible in oil, gas and re-
fined product sales through advanced
trading practices, optimized marketing
policies and development of highly
lucrative sales channels for the entire
range of Company products.

OIL SUPPLIES AND LOGISTICS

In 2013, the Company supplied 77.8 min t
of oil to its Russian refineries, a 53%
growth over 2012 supplies (50.85 min t),
following the integration of the new
refineries.

To optimize transportation costs in
connection with oil supplies to refineries,
Rosneft continued to conduct swaps
with other Russian oil companies.

In the first half-year 2013, such sup-
plies amounted to 6.1 mmt, saving the

Company RUB 1.6 billion on oil transpor-
tation costs.

Starting with the second half-year, the
Company kept the volume of such
swaps to a minimum as it continued
expanding the geography of its own
producing and refining facilities and,
consequently, becoming more flexible in
its choices of logistical supply routes to
own refineries.

In addition to oil supplies sent to its own
refineries in the Russian Federation,
Rosneft supplied 3.9 mmt of equity

2013 key achievements in commerce and logistics

Oil and oil products trading

Entered into contract, commenced oil
supplies to China, received advance
payment under a new long-term
contract with CNPC entered into
advance payment terms.

Expansion of direct cooperation with
end consumers along the Druzhba
pipeline route:

« PKN Orlen — launch of pipeline sup-
plies to Czech and Polish refineries

- Grupa Lotos — launch of supplies to
Gdansk Refinery

Improved effectiveness of domestic oil
sales: +$15/ton above export parity

Rosneft is the leading seller of
exchange-based trading in light
products. Exchange-based fuel oil
sales started in July 2013: 440 ktons
sold with a premium of +$30—50/ton
above export parity.

For the first time in history, a river
program was set up for the Samara
group fuel oil using the corporate fleet
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facilities, which significantly improved
sales efficiency

Increased FOB-based sales instead of
FCA and CPT — through entering into
new transshipment contracts in relation
to the Novorossiysk, Taman, Nikolaev,
Odessa, Sebastopol, Kerch, Yuzhny
ports (incremental premium $5-10/ton).

Regional retail sales

Seven Olympic Format retail sites
were launched, with the intention of
developing the «A-Café» on these
sites under a cooperation project with
Autogrill international company.

A Pirelli tire shop and a tire service site
opened within a Rosneft retail site in
Sochi.

Jet fuel supplies

Expanded the client base of the

highly lucrative in-wing sales channel
by winning such counterparties as
Alrosa, Wizz Air (Hungary), Korean Air
(South Korea), Sibir, with geographic
coverage being significantly expanded
in relation to Lufthansa (Germany),

Refining, commerce and logistics

Turkish Airlines (Turkey), Ural Airlines,
Transaero and Aeroflot.

Gained operating control over aircraft
fueling sites (TZK) in the following
airports: Sheremetyevo, Sochi,
Krasnoyarsk, Krasnodar, Anapa,
Rostov-on-Don, Abakan.

Storage tickets opened with the
metropolitan Domodedovo airport and
the Yakutsk airport.

Marine fuel supplies

Extended until 2015 long-term
contracts with Maersk and CMA CGM
major ship owners in the Far East
region.

Entered into new contracts with
largest container shipping lines, ATP
HYUNDAI, NYK, MOL.

Entered into 5-year marine fuel
supply contracts with Sakhalin-1and
Sakhalin-2 offshore project operators.

Launched a second bunkering tanker
in the Black Sea, RN Olymp.

ROSNEFT



ROSNEFT IN RUSSIA — BROAD GEOGRAPHY OF OPERATIONS AND
OPPORTUNITIES FOR ACHIEVING OPTIMAL EFFICIENCY IN OIL AND REFINED
PRODUCT SALES
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Rosneft and China National Petroleum Corporation sign long-term crude oil supply contracts

Consideration

Ices

Crude sales

104.1 min tons
55.6% growth

@® 63.6 Europe and other destinations
23.9 Asia-Pacific

@ 9.8CIS

® 6.8 Domestic market

LONG-TERM PREPAYMENT-
BASED OIL SUPPLY
CONTRACTS — NEW
STANDARD OF MUTUALLY
BENEFICIAL RELATIONSHIPS
BETWEEN SUPPLIERS AND
CONSUMERS

business plan, and CJSC RN-Trans EBIT-
DA grew 38% vs. the business plan).

CRUDE SALES

Crude volumes remaining after feeding
own refineries are mainly exported by
the Company, both via long-term and
short-term contracts as well as ten-
der-based sales.

In 2013, Rosneft entered into long-term
oil supply contracts with the largest

oil traders and end consumers, which
allows us to plan Company investments
and development based on guaranteed
sales volumes over a long-range hori-
zon, and interact with partners on the
basis of permanent and market price-
based contracts.

In 2013, our Company succeeded in
significantly improving the efficiency
of tender-based crude oil sales. By
holding tenders in two or more stages,
the Company succeeded in raising the
weighted average tender premium by
12% as compared to 2012 (to $0.5/bbl),
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which produced an incremental positive
effect of $12 min on EBITDA.

Total oil sales amounted to 104.1 min
tons in 2013, of which oil exports was
97.3 min ton, with the balance sold on
the domestic market.

The Company exported 63.6 min tons
of oil to North-West, Central and Eastern
Europe, Mediterranean countries and
other far abroad destinations.

CIS exports amounted to 9.8 min tons.
The growth in exports is driven by the
launch of railway deliveries of light oils
produced by Orenburgneft.

Supplies to Asia Pacific countries
amounted to 23.9 min tons, in particular,
15.8 mIn tons were pipeline deliveries
to China under long-term contracts,
with the remaining amounts being
exported via Kozmino and De-Castri
ports. Supplies into Asia Pacific grew
by 33% year-on-year, mainly in con-
nection with the consolidation of
Verkhnechonskneftegaz.

ROSNEFT



The majority of Rosneft's export shipments
are made via Transneft facilities, includ-
ing the trunk pipeline network and the
ports.

In 2013, exports were made using the
following means of transport:

pipeline transport — 91.9 min tons, which
amounted to 94.5% of total oil exports;

railway and mixed transport —
5.4 mIn tons, or 5.5% of total exports.

LONG-TERM PREPAYMENT-BASED
EXPORT CONTRACTS

In 2013, the Company entered into three
unique contracts with the largest oil
traders for supplies of Urals crude oil via
Novorossiysk, Primorsk and Ust-Luga
ports, on prepayment basis. These
contracts provide a stable and long-term
crude oil supply channel, with contract
prices corresponding to those obtained
by the Company in regular tenders.

The contracts were made for 5 years
and provided for the following supply
volumes:

Glencore — 39.2 min tons;
Vitol —16.8 min tons;
Trafigura — 10.1 min tons.

The total amount of money raised on
beneficial terms under the contracts was
about $9.8 bin.

SUPPLIES TO CHINA UNDER
LONG-TERM CONTRACTS

In 2013, Rosneft continued providing
supplies to the China National Pe-
troleum Corporation (CNPC) under

a long-term contract signed in 2009.
The 2013 supply volumes were 15 min
tons, including those supplied under the
contract between Rosneft and Transneft
that provides resource backing for the
contract between Transneft and CNPC
(under this contract, Rosneft sells crude
oil to Transneft for subsequent delivery
to CNPC).

In June 2013, Rosneft signed a new
long-term oil sale and purchase contract
with CNPC on prepayment terms, which
provides for the supply of 325 min tons
of oil over 25 years. The oil price under
this contract corresponds to alternative
routes of crude oil supply from eastern

ROSNEFT

Company fields and is calculated on

a monthly basis using Russian oil quotes
on Kozmino port terms, which allows us
to view the CNPC contract as a profit-
able and stable oil supply channel on

a long-range horizon. Supplies under
the new contract amounted to 0.8 min
tons in 2013. It is anticipated that supply
volumes will grow to 15 min tons a year
by 2018.

EXPANSION OF DIRECT
COOPERATION
WITH END CONSUMERS

In 2013, Rosneft made contracts with
one of Poland’s largest oil concerns,
Polski Koncern Naftowy Orlen S.A. (PKN
Orlen). The signed contracts imply crude
oil supplies to PKN Orlen refineries in
Poland and the Czech Republic. On the
Polish front, 5.4 min tons was supplied
in 2013, with the contract being valid
until the end of 2016 and the maximum
amount of supplies being 6.0 mmta.
Supplies to PKN Orlen Czech refiner
amounted to 1.2 mIn tons in 2013, with
the contract being valid until mid-2016
and the maximum amount of supplies
being 2.4 mmta.

In addition, supplies commenced to the
Gdansk refinery, owned by Polish Grupa
Lotos. In December 2013, the first 100
thousand tons were supplied and a
contract signed for 2014, which provides
for the supply of 2.4 min tons.

GAS SALES

Our Company supplies natural, dry and
associated gas to consumers in the
Russian Federation. Associated petroleum
gas is supplied to the Company’s own
gas processing plants (GPP), and to the
gas processing complex of Sibur Hold-
ing. Natural and dry lean gas is supplied
to consumers via Gazprom’s unified gas
distribution system under a gas transpor-
tation contract.

In 2013, the Company sold 39.1 bcm of
gas, including 24.0 bcm in West Siberia,
10.4 bcm in European Russia, 3.1 bcm in
South Russia, 0.5 bcm in the Far East,
and 0.9 bcm outside the Russian Federa-
tion. Total sales grew 3.5 times year-
on-year, in connection with new assets
integration. New long-term contracts
with consumers in the Russian Federa-
tion also helped to grow gas supplies:

Refining, commerce and logistics |

ROSNEFT’'S CONTRACT

WITH CHINA NATIONAL
PETROLEUM CORPORATION
IS THE LARGEST CONTRACT
FOR THE SUPPLY OF OIL TO
THE PEOPLE’S REPUBLIC

OF CHINA, THE WORLD’S
SECOND LARGEST ECONOMIC
POWER
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>114

MLN RUB — SYNERGY EFFECT
FROM THE INTEGRATION

OF THE COMPANY’S NEW
ASSETS BROUGHT ABOUT

BY GAS SALES VIA HIGH-
MARGIN CHANNELS AND
TRANSPORTATION COST
OPTIMIZATION FOLLOWING
THE REDISTRIBUTION OF GAS
VOLUMES IN FAVOR OF MORE
LUCRATIVE DESTINATIONS

Domestic oil product sales

31.8 min tons
48.6% growth

@® 10.7 Diesel fuel
10.7 Gasoline
@ 1.9 Fuel oil
® 3.1 Jet fuel
5.4 Other

ROSNEFT — LEADER
IN LIGHT OIL PRODUCT SALES
AT RUSSIAN EXCHANGES

o Long-term (five-year) gas supply contract
with OJSC Fortum, for the supply volume
of 12 bcm;

e Long-term (three-year) contract with
E.ON Russia, for the supply volume
of 4.65 bcm.

OIL PRODUCT
SALES

Rosneft pursues an efficient marketing
policy and owns a developed oil product
sales infrastructure on the domestic and
international markets.

In 2013, the Company sold 85.7 mIn tons
of oil products (without petrochemicals),
up 48% year-on-year. This growth in
sales is primarily driven by increased
refining volumes in connection with the
integration of new refineries.

DOMESTIC OIL
PRODUCT SALES

Our Company’s strong and developed
infrastructure of domestic oil product
sales includes a network of marketing
subsidiaries engaged in oil product
wholesale and retail operations, provi-
sion of oil product storage, transporta-
tion and transshipment services.

In 2013, 31.8 min tons of oil products
were sold on the domestic market, up
48.6% year-on-year. In the domestic oil
product sales mix, 34% falls on gasoline,
34% on diesel fuel, 6% on fuel oil, and
10% on jet fuel. The Company acquired
more airport fueling sites and expanded
its in-wing jet fuel sales client base (highly
lucrative channel) by partnering with
major counterparties. As the result, jet
fuel sales in 2013 grew almost twofold
year-on-year.

OIL PRODUCTS
WHOLESALE OPERATIONS

In 2013, oil products wholesale volumes
amounted to 21.6 min tons. Rosneft’s
wholesale oil product buyers are
mostly independent traders and large
end consumers (including the Russian
Defense Ministry and Russian Railways).
These buyers mostly buy fuel oil and
diesel fuel.

In 2013, the Company continued selling
oil products via Russian exchanges.
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The new asset acquisitions enabled

the Company to sell a total of 41 min
tons via the St.Petersburg International
Merchandise Exchange (SPIMEX) and
the Oil and Gas Industry Inter-Regional
Exchange (OGE) vs. 1.4 min tons in 2012,
or 5.5% of the total oil product output of
Company-owned Russian refineries. The
year-on-year growth in sales volumes

is driven by high premiums offered

by this market, and by the launch of
exchange-based fuel oil sales.

RETAIL
OPERATIONS

At the end of 2013, Rosneft’s retail busi-
ness geography comprised 56 Russian
regions, from Murmansk in the north to
the North Caucasus in the south, and
from Smolensk in the west to Sakhalin in
the east. The Company also owns retail
networks in Abkhazia, Ukraine and Be-
larus. Following new asset acquisitions,
the Company entered new geographic
markets and significantly expanded its
oil product retail network.

As of December 31, 2013, the existing
network of Company retail sites included
2,627 own and leased sites, including
150 retail sites in Ukraine, 40 sites in
Belarus, and 3 sites in Abkhazia. Own
and leased retail sites had in total 1,850
shops, 424 cafés, and 207 car washes.
At 91 retail sites, there were small repair
and maintenance posts.

At December 31, 2013, Company market-
ing subsidiaries owned 171 operational
oil depots, 2.8 mmcm in total capacity.

In 2013, the Company carried on with

its retail network optimization program,
which focuses on the reconstruction of
existing, and construction of new, retail
sites, and on closing inefficient sites.

As a result, in 2013 we built 31 retail sites
and refurbished 23 existing sites. We
also liquidated or mothballed 63
inefficient retall sites.

As the Company is a general partner
of the Sochi Olympics 2014, seven
Olympic format retail sites were
launched during 2013 that allowed the
Company to fully cover the needs of
the guests and hosts of the Olympic
Games. A-Cafés were opened at these
retail sites under a franchising agree-
ment with Autogrill (Italy) and they offer

ROSNEFT



Olympic format retail site in Sochi

European levels of customer service
based on the highest standards of
catering, food and beverage quality.
Also, the first flagship Pirelli tire center
was opened at one of these Olympic
format retail sites.

Qil product retail volumes grew by
50.0% year-on-year to 10.2 min tons.
Product sales per retail site was
12.1tons/day on average, up 2% year-
on-year. This growth was driven by retail
asset quality improvements brought
about by the acquisitions of TNK- and
BP-branded retail sites, including
multifunctional ones, and through the
professional marketing policy pursued
by the Company.

The Company retail operations include
gasoline, diesel fuel, consumer lubri-
cants and liquefied gases.

OVERSEAS OIL
PRODUCT SALES

The 2013 overseas oil product sales to-
taled 50.6 min tons (with procurement
from third parties, but without bunker-
ing operations and sales of petrochem-
ical products), up 50% year-on-year.

ROSNEFT

Sales growth followed in the wake of
new asset acquisitions. In far-abroad
countries, 47.5 mIn tons of oil products
were sold (94% of all exports),
including 8.6 min tons of oil products
manufactured at the German refineries
(Rosneft share), and 3.1 min tons in the
CIS countries.

In the non-CIS oil products export mix,
fuel oil accounts for 54%, diesel fuel

and low-viscosity marine fuel, for 29%;
straight-run gasoline, for 11%. The majority
of oil product volumes (with bunkering
operations and sales of petrochemicals)
sold overseas in 2013 was shipped

from refineries by rail or using mixed
transportation methods (40.4 min tons,
or 73.5% of total volume). Pipeline trans-
port was used to ship 3.9 min tons of oil
products (71% of all volumes), and the
remaining volumes were shipped from
the Tuapse refinery and on a free carrier
(FCA) basis from the Samara refineries,
where the Company does not bear
transportation costs directly, other than
cargo throughput and shipment costs
(10.7 min tons, or 19.5%).

2,627

OWN AND LEASED RETAIL
SITES IN RUSSIA AND
ABROAD
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LLC RN-Tuapsenefteproduct sea terminal

Overseas oil product sales

50.6 min tons
50% growth

@® 35.8 Europe and other destinations
1.7 Asia-Pacific
® 3.1CIS

SALES
OF PETROCHEMICALS

Rosneft sold 3.1 min tons of petrochemi-
cal products in 2013, up 7% year-on-year.
This amount includes 2.3 min tons of
petrochemical products sold overseas
(with 2.2 mIn tons manufactured at the
facilities of the JV with Ruhr Oel GmbH),
and 0.8 mIn tons sold domestically.

WHOLESALE OIL PRODUCTS
B2B BUSINESS

Jet fueling
business

Rosneft’s activities in the aircraft fueling
business covers virtually all regions of
the Russian Federation due to the Com-
pany’s extensive airport presence (own
aircraft fueling sites (TZK) and storage
tickets in third-party TZK).

Jet fuel sales grew more than twofold to
3.1 min tons in 2013, with the growth ef-

fect from TNK-BP Holding Group assets
acquisition in 2013 amounted to 1.3 mmt.

60 Annual report 2013 | Refining, commerce and logistics

In 2013, we gained operating control
over TZK at Sheremetyevo airport
(Moscow), and at the airports of Sochi,
Krasnoyarsk, Krasnodar, Gelendzhik,
Anapa, Rostov-on-Don, and Abakan.
In the reporting period, storage tickets
were opened in the airports of Domo-
dedovo, Moscow, and Yakutsk, there-
by bringing the number of airports the
Company is present at in the Russian
Federation to 26.

In 2013, the Defense Ministry of the
Russian Federation launched its airfield
jet fuel supply project, selecting our
Company as the single-source supplier.

The Company significantly expanded its
client base by winning such air carriers
as Wizz Air (Hungary), Korean Air, Alrosa
and Sibir, and significantly increased its
coverage by partnering with Lufthansa,
Turkish Airlines, and Ural Airlines. Ros-
neft has expanded the geography of its
cooperation with Transaero and Aeroflot,
and fuels their aircraft in all areas where
the Company is present. The Company
also entered into a five-year contract

ROSNEFT



Participation in infrastructure projects

Rosneft owns subsidiaries or holds
interests in oil and product export
infrastructure facilities, which improves
the planning process and helps to
optimize costs.

De-Castri port

De-Castri is one of the largest ports in
the Far East that assures efficient oil
exports into Asia Pacific.

The De-Castri export terminal with
annual capacity of 12 mmta is owned
by Sakhalin-1 project consortium,
where Rosneft holds a 20% stake.

In 2013, 1.3 min tons of Company
oil was shipped via De-Castri, flat
year-on-year.

Caspian Pipeline
Consortium

The Caspian Pipeline Consortium
(CPC) pipeline runs from the Tengiz
oil field in West Kazakhstan to the
Novorossiysk sea port. Rosneft

has been in the CPC project since
1996 via the Rosneft Shell Caspian
Ventures Ltd. joint venture (project
share is 7.5%). The Company holds
51% in the joint venture, with Shell
holding the remaining 49%.

Rosneft shipped 3.8 min tons of oil
and gas condensate via this pipeline,
including toward Russia’s quota that
is managed by Transneft. Volume
growth from 1.7 min tons in 2012 was
mainly driven by the launch of OJSC
Orenburgneft’s light crude sales.

0OJSC RN-Nakhodkanefteprodukt
Oil Terminal

0OJSC RN-Nakhodkanefteprodukt,

a Rosneft Subsidiary, owns an

oil loading terminal in the port of
Nakhodka, the Maritime Territory.
The terminal is mainly used to export
oil products manufactured at the
Komsomolsk Refinery, the Angarsk
Petrochemical Company, and the
Achinsk Refinery. The transshipment
capacity is about 7 min tons of oll
products a year.

ROSNEFT

In 2013, the Company shipped

6.96 miIn tons of oil products via the
Nakhodka terminal (with export and
domestic bunkering). This is a record
high over the 46 years the terminal
has been in operation.

IN 2013
LLC RN-Tuapsenefteprodukt Oil
Terminal

MLN TONS — RECORD
TRANSSHIPMENT VOLUME
FOR RN-NAKHODKA-
NEFTEPRODUKT, ACHIEVED

LLC RN-Tuapsenefteprodukt,

a Rosneft subsidiary, engages in
export-bound oil products marine
transshipment, oil products loading
into railway and truck tanks, oil
product deliveries by gasoline trucks.
In 2013, the facility celebrated its 85th
anniversary.

The capacity of the terminal, located
in the direct vicinity of the Tuapse
Refinery, is 17 mIn tons a year. The
terminal is used mainly to export oil
products manufactured at the Tuapse,
Achinsk and Samara refineries. In
June 2012, Rosneft, in the presence
of the President of the Russian
Federation and Company’s President,
launched a 7 mmtpa deep-water berth
1A in the Tuapse port, capable of
loading ships with displacement of up
to 80 ktons.

In 2013, the Company shipped 8.8 min
tons of oil products via the Tuapse
terminal (with export and domestic
bunkering), and if transshipment of
third-party oil products is factored in,
the figure goes up to 10.9 min tons.

LLC RN-Arkhangelsknefteprodukt
Oil Terminal

LLC RN-Arkhangelsknefteprodukt,

a Rosneft subsidiary, engaged in
export-bound transshipment of third-
party oil products and marine fuel
transshipment services via the sea
terminal, and oil transshipment via the
Belokamenka floating storage.

In 2013, oil products transshipment
volumes (with bunkering services) via
the terminal amounted to 2.8 mmt,
and third-party oil transshipment
volumes, to 4.5 mmt.

Refining, commerce and logistics
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Fueling of an aircraft in the Vnukovo airport

AIRPORTS OF JET
FUELLING OPERATIONS —
ROSNEFT’S PRESENCE

IN RUSSIAN AIRCRAFT
FUELING BUSINESS
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with Aeroflot for aircraft fueling services
at Sheremetyevo airport.

Bunkering business

Rosneft’s activities in the bunkering busi-
ness embrace all major sea and river
bunkering ports in Russia, and several
overseas destinations.

Marine fuel sales volume grew 18% year-
on-year to 3.3 min tons in 2013.

In 2013, our Company continued steadily
growing its presence on Russia’s key
bunkering markets, having entered into
long-term contracts with the largest
foreign ship owners, and Sakhalin-1 and
Sakhalin-2 offshore project operators.

Furthermore, the following initiatives
were undertaken in 2013 to expand
Company presence on the bunkering
market:

in the Black Sea, a modern RN-Olymp
bunkering tanker was set afloat and it
operates in the ports of Novorossiysk,
Tuapse, Caucasus, Sochi, Temryuk,
Taman;

Refining, commerce and logistics

bunkering operations were arranged for
carrier tankers involved in the Company
export program, at the deep-water berth
in the Tuapse port;

as part of the marine fuel manufacturing
development at the Komsomolsk Refin-
ery, commercial production of marine
fuel oil was launched in accordance
with ISO international marine fuel quality
standards.

Bitumen product sales

Bitumen materials sales volume grew to
2.0 min tons in 2013 from 1.2 mIn tons in
2012, with the growth effect from TNK-BP
Holding Group assets acquisition in 2013
amounting to 0.9 mmt. Domestic market
sales amounted to 1.98 min tons in the
reporting period (99% of total volume). In
2013, the share of end consumers in the
bitumen products sales structure grew
noticeably (from 18% in 2012 to 24% in
2013).

Lubricant sales
The total volume of Company equity

lubricant production sales was 740
thousand tons in 2013, with 489 thousand

ROSNEFT



LLC RN-Nakhodkanefteprodukt sea terminal

tons going to the domestic market (66%
of total volume).

In 2013, lubricant sales grew 32% to 585
thousand tons, primarily through efficient
integration of new assets. In the report-
ing period, 141 thousand tons of consum-
er lubricants, the top premium product
in the lubricant product line, was sold,
with equity branded consumer lubricant
sales reaching 36.4 thousand tons. The
Company’s share of the Russian light
vehicle motor oils market grew tenfold

in 2013, from 0.5% to 5%, following the
acquisition of the Magnum sub-brand,
which followed the integration of the
TNK-BP lubricants business.

In 2013, following new assets integration,
the process of harmonizing the product
mix across Company’s manufacturing
sites was launched, and a plan was de-
veloped for the transition to the uniform
Rosneft lubricant brand.

Furthermore, a joint project with BP
Marine (a BP Group Subsidiary) was
launched in 2013 to manufacture Castrol-
branded marine oils at the Novokuiby-
shevsk oils and additives plant within the
Company perimeter.

ROSNEFT
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GAS BUSINESS
DEVELOPMENT

Rosneft is Russia’s third largest gas producer. The
Company develops significant gas reserves in West and
East Siberia and holds a unique portfolio of licenses for
the development of hydrocarbon resources on the Russian
continental shelf. Rosneft’s strategic goal is to assure
efficient development and monetization of gas resources,
making sure that gas business plays a much greater role in
the Company shareholder value growth.
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BUILDING
PROFITABLE
GAS BUSINESS

In 2013, the Company expanded

its gas business to a considerable
degree through consolidation of new
assets that created notable synergi-
es helping to set up a major gas
production hub in the Yamal-Nenets
Autonomous Area. The gas indus-
try regulation regime went through
revolutionary changes that made it
possible to develop tight Turonian
gas reserves and implement liquefied
natural gas projects with subsequent
liquified natural gas (LNG) exports to
global markets.

the previous year level. Recoverable
natural gas reserves reached 6.5 tcm,
including 6.3 tcm in onshore reserves
(ABC1+C2), or about 2% of the world's
total stock. Natural gas resources

of the license areas owned by the
Company on the Russian continental
shelf are assessed at 24 tcm. In 2014,
Rosneft will keep growing its organic
gas production, improving the efficien-
cy of sales channels, and preparing
for the launch of major projects, aimed
at becoming a leader among Russia's
independent gas producers.

Consolidated recoverable
reserves

In 2013, Rosneft gas production

@ 4.3 West Siberia reached 42.1* bcm, significantly above

® 0,9 South East Siberia

0,6 East Siberia, incl. areas around
Vankor field

@ 0,3 Far East

® 0,2 North Caucasian and Southern
Federal District

Gas business development achievements in 2013
% 0,2 Other (Urals-Volga region, Timan-
Pechora province, Arctic and Southern » Rosneft became one of Russia's three  gas deposits; the Turonian gas enjoys

Seas offshore) largest gas producers based on 2013 significant mineral extraction tax
results. benefits.

e Assured increase in 2P reserves by ¢ Jointly with ExxonMobil, selected
367 bcm following the consolidation contractors for the construction of a
of ITERA and Sibneftegaz. liquefied natural gas (LNG) plant con-

struction in the Russian Far East.
e Long-term gas supply contracts were

* Pro forma data.

signed, including supplies to Fortum e Rosneft is the beneficiary of the most

and Enel Russian assets.

Setting up a major gas produ-

ction hub in YaNAO on the basis

of Rospan projects (Novy Urengoy
and Vostochny Urengoy licenses),
Kharampur field, Kynsko-Chaselsky
license area, ITERA and Sibneftegaz
gas assets.

In late 2013, Rosneft Board of Direct-
ors approved the integrated project
of the Kharampur field gas plays
(Senomanian PK1and Turonian T),
holding some of the country's largest
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recent legislative changes in the are-
as of LNG exports liberalization and
gas industry taxation in the Russian
Federation. The new laws stimulate
gas business development and allow
for new project implementation to be
expedited.
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ROSNEFT GAS ASSETS
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. Rosneft Gas Delivery Shelf Exploration E&A and Gas Production
Regions and Appraisal Works Assets

. Gas Procesing Plants @ LNG Production
and Gas Treatment Units Project

1. LLC RN-Krasnodarneftegaz
Mature producing asset.
2013 — APG sales in a premium region

2. LLC RN-Yuganskneftegaz
Mature producing asset.

2013 — ongoing APG utilization rate
upgrade program

3. OJSC Sibneftegaz
Mature gas asset with growth potential.
2013 —100% consolidation

4. LLC Taas-Yuryakh
Neftegazodobycha

Promising oil and gas asset, located
140 km from Power of Siberia pipeline.
2013 —100% consolidation

5. OJSC Varyoganneftegaz

Gas cap monetization potential.

2013 — Gas reserves monetization pilot
approved

6. Sakhalin-1 project

Preparations for project Phase 2 (gas
phase) design stage.

2013 — gas distribution to households in
the Sakhalin Region

ROSNEFT

7. Rospan International CJSC

Key production growth hub over the
nearest 5 years.

2013 — obtained corporate approvals
needed to progress to active
development stage.

8. Gas processing plants in Samara

and Orenburg

High value-added manufacturing hub.
2013 — captured operating synergies

with TNK-BP assets.

9. Vankor cluster

Development of a new production hub.

2013 — carried on with the APG
utilization improvement targeted
program.

10. Kynsko-Chaselskaya group

of fields

Source of gas production growth in the
medium term.

2013 — completed feasibility study for
investments KyCh Group infrastructure
development.

11. Yurubcheno-Tokhomskoye group
of fields

A group of fields with gas caps and large
gas production potential. Company's
largest gas reserves in East Siberia.

12. Kharampur field

Long-term gas production growth
source.

2013 — secured significant tax breaks for
Turonian gas; obtained Board approval
for project Phase One (production of up
to 9 bcma)

13. Far east LNG
Company's first LNG project.
2013 — plant design work commenced.

14. OJSC Bratskecogaz
2013 — gas distribution to households in
the Irkutsk Region.

15. RN-Purneftegaz

Brownfield. In 2013 the Company
continued development of gas assets
and implementation of APG utilization
rate increase program.
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BCM* —

2013 GAS PRODUCTION,
RUSSIA'S 3RD LARGEST
GAS PRODUCER

* Pro forma data.

Synergy effect from new assets integration

- Rosneft's long-term gas sales marketing efficiency keeping in mind
contracts allow Rospan phase two the increased gas business scale.
deadlines to be moved up by 2 The existence of fine-tuned mar-
years and to achieve gas production keting schemes that came with the
of 18 bcma by 2018, with capacity to acquired assets allows our Company
subsequently increase this figure to to secure higher gas sales margin.

19 bcma following the development

o 5 ) )
of additional Achimov reservoirs. SeliselierniEIe MRl s

egaz as the result of a asset swap

« Access to the Vankor gas export with NOVATEK. Following this deal,
system for the transportation of as- Rosneft acquired a gas asset with
sociated petroleum gas (APG) from ongoing gas production of 10 bcma,
the Tagul and Lodochnoe fields, as and capability to grow production to
well as free and associated petro- 15 bcma by 2018, subject to minor
leum gas from the Suzun field. capital investment.

APG redirection from Orenburgneft
facilities to the Neftegorsk GPP

and Otradnensky GPP allowed to
abandon construction of further gas
processing facilities.

.

The consolidation of ITERA gas
assets were allowed to improve gas

MARKET ENVIRONMENT

Russian gas production, 2011-2013, bcm
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488 16.4
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2011
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700 622

500
400

300

200

o | | | |
201 2012 starting January 2013 July 01.07.2013

— Gazprom  — Independents
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LLC RN-Purneftegaz

POSITIVE CHANGES IN GAS
INDUSTRY TAXATION

Rosnetft is the beneficiary of the latest
legislative changes regarding liberaliza-
tion of LNG exports and gas business
taxation:

Adopted Federal Law dated Novem-
ber 30, 2013 No. 318-FZ allows Rosneft
to export liquefied natural gas (LNG)
(amends Article 3 of the Federal Law
"On gas export" and Art. 13 and 24 of
the Federal Law "On the basics of state
regulation of foreign trade activities").
This law allows LNG to be expected
from the Far East LNG project and from
our Company's other promising Russian
offshore projects.

Adopted Federal Law dated September
30, 2013 No. 263-FZ that proposes a
formula-based approach to MET calcu-
lation on gas and condensate and takes
into account the specific features of field
development.

The following benefits are the most
significant for Rosneft:

— based on reservoir depth.

Key Company assets benefiting from
this tax break: Rospan (factor: 0.5);

ROSNEFT

Sibneftegaz and Kynsko-Chaselskaya
group of fields (factor: 0.64 as re-
gards deposits); Russko-Rechenskoe
field (factor: 0.5)

— based on reservoir qualities.
Key Company assets benefiting from
this tax break: Kharampur Turonian
deposits (factor: from 0.21)

— based on geographic position.
Key Company assets benefiting from
this tax break: Vankor group fields
(Vankor, Suzun, Tagul, Lodochnoe),
fields located in the Irkutsk Region
and the Sakha (Yakut) Repubilic), and
Sakhalin fields (factor: O.1).

e Adopted Federal Law dated September

30, 2013 No. 268-FZ, on stimulation
of hydrocarbons production activities
on the continental shelf of the Russian
Federation. The following benefits are
the most significant for Rosneft:

— 1% MET rate is set in relation to gas
production for up to 180 months, but
not after March 31, 2042, in relation
to license areas lying 50% or more in
the Kara Sea, the northern part of the
Barents Sea (72°N and farther north),
East Arctic (the Laptev Sea, the East
Siberian Sea, the Chukchee and
Bering Seas);

ROSNEFT IS THE KEY
BENEFICIARY OF THE
POSITIVE CHANGES IN
GAS INDUSTRY TAXATION
ADOPTED IN 2013

1.3% MET rate is set in relation to gas
production for up to 120 months, but
not after March 31, 2037, in relation
to license areas lying 50% or more in
the Black Sea (at depths of more than
100 meters), the northern part of the
Okhotsk Sea (55°N and farther north),
the southern part of the Barents Sea
(south of 72°N);

these same licenses enjoy exemp-
tion from export customs duties until
March 31, 2042;

unlimited tax benefit roll forward
period and accelerated depreciation
mechanism (for factors not above 3)
apply for profit tax base determina-
tion purposes;

The document provides for tax
property exemption in relation to the
property used for the development of
new offshore hydrocarbon produc-
tion projects.
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Kharampur field, LLC RN-Purneftegaz

PROGRESS IN KEY GAS PROJECTS

Kharampur Field (gas component)

The Kharampur field, located in the
southern part of the Yamal-Nenets Au-
tonomous District, is one of the largest
fields in Russia in terms of natural gas
reserves. According to an independent
audit by DeGolyer & MacNaughton, as
of 31 December 2013, Kharampur total
PRMS 3P reserves amounted to 655
bcm of gas and 64 mmt of oil and con-
densate as of December 31, 2013. The
Kharampur development’s potential sug-
gests the possibility of reaching 24 bcm
per annum of gas production.

The Kharampur field is one of the key
growth drivers for the Company’s gas
business: when the field reaches the de-
signed production level, every fifth cubic
meter of Rosneft’'s gas will be produced
from Kharampur.

In 2013, the Rosneft Investment Commit-
tee approved the Integrated Kharampur
Gas Development Project (Cenomanian,
PK1and Turonian T). Currently, the
Company is running a tender to select

a contractor for engineering and survey
works for the project.

Turonian gas has received a significant
MET relief, which has made this project
much more attractive. During the early
years of production, the 0.21 reducing
coefficient will be applied, and after 1%
of the reserves have been recovered, it
will gradually increase to 1.00 and will be
applied for 15 years.

Kharampur full-field development is
planned in two phases. Phase 1assumes
over 190 bcm of natural gas production
from the Kharampur gas reservoirs.

The gas field is planned to be brought
on-stream in 2017. The bulk of Phase 1

produciton will be from the Cenomanian
reservoirs (8 bcmpa) with its thick net
pay and low gas recovery costs. In add-
ition, 1bcmpa is planned to be produced
from the Turonian reservoir which enjoys
great MET benefits. The Kharampur
field’s further production upside is
associated with a full-scale development
of Turonian reservoirs.

Based on the results of the pilot
development of a tight Turonian
sector, the optimum well design and
operation technology will be se-
lected. So far, Russia has not seen
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Diagram showing gas production reaching 100 bcm
by 2020 indicating contribution of major projects
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LLC RN-Purneftegaz

commercial production of Turonian
gas, and Kharampur development will
contribute new technology solutions
to the gas industry. In 2018, a decision
is expected to be taken on proceed-
ing to Phase 2 to get to 24 bcm of
annual production.

Rospan

Rospan is the Company’s best de-
veloped gas project. In late 2013, the
project received all necessary corporate
approvals, including the Rosneft Board
of Director’s endorsement.

As of 31 December 2013, Rospan total
PRMS 3P gas reserves were estimated
at 793 bcm. In 2013, Rospan (Vostoch-
no-Urengoiskoye and Novo-Urengoys-
koye fields) produced 3.7 bcm of gas
and 0.84 mm t of condensate. By 2018,
production is expected to reach 18 bcm
of gas and 4 mm t of condensate per
annum. Currently, the Company is
active with the projects of building new
gas-producing, processing and transpor-
tation facilities. For the project to reach
the designed production level, over 150
additional producing wells are planned
to be drilled.

ROSNEFT

Kynsko-Chaselskiy License Block

The Kynsko-Chaselskiy license block
is located in the Krasnoselkupskiy mu-
nicipality of the Yamal-Nenets Auton-
omous District. Hydrocarbon reserves
are distributed between six fields and
include gas, gas condensate and oil.
According to an independent audit,

as of 31 December, 2013, the Kynsko-
Chaselskiy license block total PRMS 3P
reserves amounted to 206 bcm of gas
and 39 mmt of oil and condensate.

Beginning from 2018, gas production
is expected to reach 6 bcmpa. In late
2013, the project was endorsed by

the Rosneft Investment Committee.
Currently, a sophisticated scheme of
gas-producing, processing and trans-
portation facilities is being designed,
and a geological appraisal program is
being carried out. The design assumes
drilling 98 gas wells and 16 oil wells.

0OJSC Varyoganneftegaz
(gas component)

Rosneft’s subsidiary OJSC Varyogan-
neftegaz is located near the town of
Raduzhny of the Khanty-Mansi Autono-

mous District. According to an indepen-

dent audit, as of 31 December, 2013,

BLN RUB — SPENT ON APG
UTILIZATION RATE INCREASE
PROGRAM IN 2013
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the Varyoganneftegaz licensed PRMS
3P reserves amounted to 856 mmt of oll
and 342 bcm of gas).

In 2013, the Rosneft Investment Commit-
tee endorsed a pilot to monetize 250
bcm of gas reserves spread over three
license blocks.

The 2014-2016 Pilot Phase includes
defining natural gas and gas condensate
reserves and identifying production
upside. The maximum gas production
potential is estimated at 8 bcmpa.

Vankor Hydrocarbon Production Hub
(gas component)

The Vankor cluster is a big oil and gas
hub in the north of Krasnoyarsk Territory
and Yamal-Nenets Autonomous District
with total gas reserves and resources of
over 1tcm. The Vankor cluster includes
Vankor, Suzunskoye, Lodochnoye,
Tagulskoye and Russko-Rechenskoye
fields. To-date, only one field of the
cluster, Vankor, has been put on stream,
which in 2013 produced 0.6 bcm of natu-
ral gas. The Vankor cluster gas produc-
tion potential is 14 bcmpa.

0OJSC Sibneftegaz
27 December 2013, the deal was closed

on an asset swop with OJSC NOVATEK
resulting in Rosneft swopping a 40%
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stake in ArcticRussia B.V. (provides for
an indirect ownership of a 19.6% stake
in LLC SeverEnergiya) for a 51% stake in
OJSC Sibneftegaz owned by NOVATEK.
Added to Rosneft’s existing stake in
Sibneftegaz, the deal consolidates for
the Company a 99.94% stake in the
subsidiary.

As a result of the transaction, Rosneft
acquired a brownfield gas asset with
current gas production in excess of

10 bcmpa, with an upside of 15 bcmpa to
be reached by 2018 with a relatively low
capital investment. The transaction will
bring about a significant synergy effect
from joint development of the gas assets
within the perimeter of the Yamal gas
cluster.

Rosneft Gas Investment Program
aimed at improving rational utilization
of associated petroleum gas

In 2013, Rosneft consolidated a program
aimed at rational utilization of associat-
ed petroleum gas (APG) in 2013-2018,
that factored in acquired assets. The
2013 program costs were amounted to
RUB 28.7 bin.

In 2013, program implementation
allowed to achieve 95% APG utili-
zation at large West Siberian fields,
including Priobskoe (operated by

RN-Yuganskneftegaz) and Kharampur
(operated by RN-Purneftegaz).

APG reinjection started at Vankor, const-
ruction of gas facilities for gas supplies
to Gazprom GTS is progressing.

Major gas treatment facilities commis-
sioned in Orenburgneft, including the
Pokrovskaya GTF and Phase Il of the

Zaykinskoe gas processing plant.

In 2013, a 95% APG utilization rate was
achieved at 7 producing facilities.

It is expected that RUB 47.8 bin will

be spent on rational APG utilization in
2014-2018. It is expected that the 95%
APG utilization rate will be achieved
across the entire Company by 2016,
without greenfields.

Synergies with new assets resulted in
the following:

changes were made to the Orenburgneft
Bobrovskaya group of fields develop-
ment strategy in regard to routing APG
supplies to the Neftegorsk GPP,

changes were made to the gas transpor-
tation system development strategy for
the Tagul, Suzun and Lodochnoe fields,
with the purpose of using the Vankor
capabilities for gas export.

utilization rates, %

Dynamics in associated petroleum gas rational

Gas business development
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Looking into the future

Rosneft Oil Company started implementation of the Russian Far East LNG project

Rosneft Oil Company has commenced
natural gas liquefaction plant project
implementation — “Russian Far East
LNG” — for effective commercialisa-
tion of Sakhalin offshore natural gas
resources and reserves. LNG plant
capacity is 5 mmta with potential for
future expansion, start up is planned
for 2018-2019.

The resource base for the first train
of the plant will be Rosneft's own
reserves in the region as well as
Sakhalin-1 reserves.

As a result of preFEED two options for
site allocation in Sakhalin Island are
being considered: the region of llyins-
kiy settlement or Aniva bay.

One of the main advantages of the
“RFE LNG” project is economically ad-
vantageous location close to premium
market of Asian-Pacific region, which
will be main LNG delivery direction.

Within the “RFE LNG” marketing work
commencement Head of Agreements
for LNG purchase were signed with
Japanese companies Marubeni and
SODECQO, as well as international oil
and gas trader Vitol during the St Pe-
tersburg International Economic Forum
in June 2013. In accordance with the
signed agreements Rosneft Oil Com-
pany plans to deliver LNG starting from
2019 to SODECO in amount of 1 mta,

Legend
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to Marubeni in amount of 1.25 mmta,
in amount of Vitol — 2.75 mmta.

Starting from December 1, 2013 chang-
es to The Federal law “On gas export”
have entered into force. These chang-
es allow to export LNG producing from
Company’s future Russian offshore
projects.

Project Agreements

On February 13, 2013, Rosneft and
ExxonMobil Development Compa-

ny signed a MoU to conduct a joint
appraisal of construction of LNG plant
in the Far East of Russia (hereinafter —
Joint Appraisal) by a joint working
group before June 14, 2013. Joint work-
ing group was set up.

On April 11, 2013 and July 16, 2013
Additional Agreements to Cooperation
Agreement dated September 6, 2012,
were signed between the Government
of Sakhalin Region and Rosneft. These
Additional Agreements among other
provisions stipulate assistance of the
regional government in selection

of site for construction of LNG plant

as well as line facilities and utility
infrastructure.

On June 21, 2013, Rosneft and
ExxonMobil Development Company

De Kastri O

Komsomolsk-on-Amur O

Khabarovsk (\
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at Saint-Petersburg International
Economic Forum signed LNG Project
Development Agreement that stipu-
lates completion of pre-FEED stage by
end of 2013 and commencement of
designing in 2014.

On September 27, 2013, Amended and
Restated Agreement (hereinafter —
A&R Agreement) regarding a Russian
Far East LNG Project development
was signed by Rosneft and ExxonMobil
Development Company for completion
of FEED work. CB&l and FosterWheel-
er were awarded separate contracts
for implementation of the first part of
work (concept design, FEED A).

Current Project Status

In accordance with awarded con-
tracts CB&l and FosterWheeler have
developed concept designs in order to
identify parameters of LNG plant allo-
cation site, liquefaction technology and
LNG plant construction methodology.
In January 2014 evaluation of technical
and commercial proposals for the sec-
ond stage of FEED works was made
jointly with ExxonMobil, the contract

is planned to be awarded. After the
completion of the design work inves-
tors will take the final investment deci-
sion on the project implementation.

Annual report 2013
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BUILDING
INTERNATIONAL
BUSINESS

Rosneft has a diversified portfolio of oil and gas assets
in a number of promising regions of the international
petroleum business. The goal of a sustainable and
profitable international presence is the creation of added
value for shareholders and acquiring new knowledge
and competences to enhance the efficiency of projects
developed in Russia.

Drilling-in Venezuela




REGIONS OF THE
COMPANY’S EXISTING

AND POTENTIAL
INTERNATIONAL

OPERATIONS

1. CARDIUM PROJECT, CANADA

In August 2012, a Company subsidiary
acquired 30% from the ExxonMobil share
in 108 blocks, part of the tight oil reserves
development project, Cardium forma-
tion, in the province of Alberta, Canada.
The project is at the development the
stage proceeding to production. In 2013,
31 wells were built and commissioned
bringing the total well count to 57 pieces.
In 2013, Rosneft net production in Canada
was 39 kt of oil and 12.9 mmcm of associ-
ated petroleum gas.

2. VENEZUELAN PROJECTS

Rosneft is pursuing 5 projects in Vene-
zuela in partnership with PDVSA. Three
projects are in full-scale development
stage: Petromonagas JV — an integrat-
ed project, produces extra heavy oil

of 8.5 API, with Rosneft’'s share in the
project being 16.67%; Petroperija JV —

a brownfield, Rosneft’s share being 40%;
Boqueron JV — a brownfield, Rosneft’s
share being 26.67%. One project is in
the evaluation stage — Petromiranda JV,
Rosneft’s share being 24%; Petrovictoria
JV registration procedures have been
completed, with Rosneft's share in the
project being 40%. Short- and long-
term development prospects of these
projects include production and infra-
structure development.

Canada

Gulf of Mexico

3. GULF OF MEXICO PROJECTS, USA

In April, 2013, as part of the strategic
partnership with ExxonMobil, a Compa-
ny subsidiary acquired 30% in 20 GoM
license blocks. 2013 was spent def-
ining the resource base of the acquired
blocks.

4. SOLIMOES PROJECT, BRAZIL

Rosneft owns 45% in an E&A project in
the Solimoes basin, in the vicinity of the
Amazon River, Brazil. The remaining 55%
belongs to Brazilian HRT, the Operator.
The Project includes 19 license blocks
with the total area of over 44,000 sq. km.

In 2013, 848 line km of a 2D seismic
survey was done and one exploration
well was drilled. In November 2013 the
Company signed several agreements
with HRT on acquiring an additional 6%
stake and operatorship of the project.
The deal is expected to be closed and
operations to be resumed in 2H 2014.
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Venezuela

Brazil

5. PL-713 PROJECT, NORWAY

In June 2013, the Government of

Norway ran a 22nd license bid

round

resulting in Rosneft acquiring 20% in
the PL-713 Barents offshore license.
The license covers four adjacent

blocks with the total area of ca.
1,200 sg. km. Norwegian Statoil

(the

operator), North Energy and Edison
International are partners in this
project. 2013 was spent defining the

resource potential of the block.

ROSNEFT
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6. SHARJAH PROJECT, UAE

In 2008, we acquired 49% in

a concession area in the emirate of
Sharjah. Crescent Petroleum (UAE) is
a partner in this project. Exploration
activities were undertaken in 2008
through 2013. In 2013, 3D seismic
data processing was completed and
a prospect was identified; prepa-
rations were made for drilling one
exploration well.

ROSNEFT
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7. 245-SOUTH BLOCK PROJECT,
ALGERIA

The project is being developed on the
basis of a Production Sharing Agree-
ment. The exploration stage has been
completed, three fields were discov-
ered. Russian Stroytransgaz and Algeri-
an Sonatrach are partners in this project.
In 2013, studies were made to ascertain
reserve volumes and field development
parameters. A draft reserve develop-
ment project was prepared.

)
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8. 05.3/11 BLOCK, VIETNAM

In May 2013, a Production Sharing
Agreement on the 05.3/11 Vietnam
offshore block was signed. The block lies
near to existing Company assets — Block
06.1 and the Nam Con Son pipeline,

that have developed infrastructure. The
Company is a 100% project owner. The
project is in the exploration stage. In
2013, the block was surveyed with 3D
seismic covering 1,186 sq. km. Processing
of the acquired data has begun.
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The Junin-6 Block, PetroMiranda JV, Venezuela
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DEVELOPING PROJECTS
IN VENEZUELA

Rosneft is one of the largest internation-
al investors in the Bolivarian Republic of
Venezuela (BRV). The majority of Com-
pany projects in BRV are associated with
the production of stranded extra heavy
hydrocarbons, therefore, application of
world-class high technologies is a priori-
ty for the Company.

At present, Rosneft cooperates with
Venezuelan state oil company PDVSA
in relation to the implementation of

a whole range of oil and gas projects
in various stages. Producing brownfield
projects are operated via the following
joint ventures:

Petromonagas, an integrated project,
produces extra heavy oil of 8.5 API,
Rosneft’s share being 16.67%;
Petroperija, a brownfield, Rosneft’'s share
being 40%,

Boqueron, a brownfield, peak produc-
tion reached in 2001, Rosneft’s share
being 26.67%.

Present short- and long-term plans for
these projects include oil production
growth and infrastructure development.
The largest JV, PetroMiranda, is in the
exploration and pilot production stage;
Petrovictoria JV registration procedures
have been completed.
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The Junin-6 Block (operated by Petro-
Miranda JV) is located in the Orinoco
Heavy Oil Belt and possesses a huge
resource base, 8.5 billion tons of extra
heavy oil with density of 8.2 API. The
project includes block appraisal and
bringing on-stream, and upgrader con-
struction plans.

The Carabobo project total oil reserves
are 2.4-6.5 billion tons. The project is
Rosneft’s largest overseas asset in terms
of production volumes (Company share
is 40%). At present, preparations are
ongoing for the commencement of the
JV operations.

The company has set up a represent-
ative office in the country that supports
and oversees activities of all JVs.

At the same time, our Company has no
intention to stop now. We will continue
to expand our Venezuelan business.

A cooperation agreement has already
been signed that provides for the
implementation of offshore projects in
Venezuela, with negotiations in progress
to create two other JVs for infrastructure
construction and provision of oilfield
services. Our Company is also actively
involved in various social and charitable
projects in Venezuela, such as provision
of opportunities for Venezuelan students
to study at Russian oil universities.

Building international business

OFFSHORE PROJECTS IN VIETNAM

In 2013, following its strategy of new
asset acquisition, the Company acquired
a producing business in Vietnam which
includes:

A 35% stake in the Production Sharing
Agreement (PSA) for the 06.1 offshore
gas condensate block located in the
Nam Con Son basin;

A 32.67% stake in the Nam Con Son gas
pipeline (NCSP) which moves hydro-
carbons from the 06.1 Block and other
fields in the basin first onshore and then
to Phu My Power Plants.

06.1 Block Project

Participating in the PSA-based 06.1 Block
project are:

Rosneft Vietnam B.V. (Rosneft’s wholly
owned subsidiary) — 35%
PetroVietnam — 20%

ONGC - 45%

The Project Operator: Rosneft Vietnam
BV.

The PSA block has two gas conden-
sate fields — Lan Tai and Lan Do —
with the current remaining reserves
of ca. 30 bcm.

The fields are 375 km from the shore,
sea depth is 126 m.

ROSNEFT



Qil processing in Venezuela

Facilities:

The Lan Tai field was put on stream in
2002. The platform has a gas process-
ing and compression facility and living
quarters. Production is from 5 wells with
subsea trees connected to the platform
by a single subsea manifold.

The Lan Do field was put on stream in
2012. It has two wells with subsea trees
connected to the Lan Tai platform, the
distance from the Lan Tai platform is
28 km.

Gas has been produced from the 06.1
Block since 2002.

In 2013, the total hydrocarbon produc-
tion from the 06.1 Block was 4.35 bcm
of gas and 1.34 mmbbl of condensate.

Gas is sold via a Gas Sale and Purchase
Agreement (SPA) between PetroVietnam
(Buyer) and Rosneft Vietham B.V. (Seller).
Ca. 98% of gas is supplied to power
plants, including to the Phu My farm with
4 power plants, the remaining volume is
bought by industrial consumers.

Condensate is sold at market prices via
a tender for condensate supplies, which
is run twice a year by Rosneft Vietnam
B.V. Around 30-40 companies partici-
pate in the tender, including international
majors — BP, Chevron, Gunvor, Shell,
Total, etc.

ROSNEFT

Nam Con Son
Gas Pipeline Project

Project participants:

Rosneft Pipelines Vietnam B.V. (Rosneft's
wholly owned subsidiary) — 32.7%
PetroVietnam — 51%

Perenco —16.3%

Project Operator: PetroVietnam

The project is executed on the basis of
a Business Cooperation Contract. The

Contract is valid until 2035 and can be
extended.

The asset includes:

two-phase 26” offshore pipeline, 370 km
long, from the Lan Tai platform to the
onshore terminal,

Dinh Co onshore gas terminal (conden-
sate separation and gas dehydration);
30” onshore gas pipeline, 28 km long,
from the gas terminal to the power plant
in Hochimin;

6” condensate pipeline, 25 km long, to
the Thi Vai export terminal.

The pipeline throughput is 21 mmcmd.
In 2013, the total Nam Con Son through-
put was 6.8 bcm. In order to increase
pipeline utilization, an agreement was
signed in 2013 on gas evacuation from
the 05.2/05.3 Block.

Buiulding international business |

Vietnam Projects Development

In May 2013, the Company signed a Pro-
duction Sharing Agreement with Petro-
Vietnam on development of the 05.3/11
offshore block in Vietnam adjacent to
the Company’s producing asset, 06.1
Block, and the Nam Con Son pipeline.

The block is located in a fairly well ex-
plored basin, Nam Con Son, with a de-
veloped infrastructure and underutilized
hydrocarbon transportation capacities.

Area — 2,044 sg. km

Sea depth — 80-150 m
Development target depth —
2,800-5,000 m

Resource potential:

Gas — 38.4 bcm
Condensate — 39 mm t

According to the PSA, exploration dura-
tion is 7 years, with the possibility of an
extension of up to 2 years.

In 2013, 1,186 sq. km of a 3D seismic sur-
vey was done and the 3D seismic data
reprocessing completed for the PLDD
structure.

Rosneft is considering the possibility of
expanding offshore projects in Vietnam.
In 2013, a Memorandum of Understand-
ing was signed with PetroVietnam on the
15.1/05 Block.
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Seismic studies-in the

SCIENCE
AND INNOVATION

Rosneft is a leader in the process of high-quality
modernization and innovative changes in the Russian oil
and gas industry. The Company is focusing its efforts on
developing the intellectual and technological potential of
the industry based on a powerful foundation of Russia’s
petroleum academic school — one of the best in the
world — and in partnership with leading international

oil and gas companies.

of Qkhetsk




SCIENTIFIC INNOVATION
AND KNOWLEDGE SHARING

148.1

BLN RUB — ROSNEFT’S
2013 EXPENSES FOR
INNOVATION ACTIVITIES

In 2013, Rosneft continued working

on enhancing its intellectual and
technological advantage by funding
cutting-edge in-house R&D development,
supporting Russia’s leading universities
and R&D centers, and creating joint

R&D centers with leading international
companies.

The Company’s 2013 innovations budget
was RUB 1481 bin. including Research and
Advanced Development expenses in the
amount of RUB 23.2 bIn. Rosneft filed 52
patent applications for inventions, utility
models and software to be protected

by intellectual property rights, nearly
tripling the number of such applications
registered in the previous year.

2013 MAIN ACHIEVEMENTS
IN KEY PROJECTS

A technology for tight reservoirs devel-
opment was implemented in LLC RN-
Yuganskneftegaz fields, 32 wells were
drilled in 2013 delivering incremental
production of 167 kt.

Two unique expeditions — KARA-Winter 2013,

KARA-Summer 2013 — were carried out to
investigate the ice conditions and conduct
metocean studies in support of offshore
resource E&A and development projects in
the south-western part of the Kara Sea.

During the expedition, a number of ice
and metocean measurements on 22 ice
stations were done, automatic buoys were
installed on 14 ice fields and 16 icebergs in
order to record their drift, aerial photogra-
phy of icebergs and hummock ice ridges
was done using a helicopter and a drone,
as well as subsea photography of hum-
mock and iceberg keels. Aerial photogra-
phy of 66 iceberg routes was done from

a Ka-32 helicopter. Over 2,500 measure-
ments and tests of ice and iceberg cores
were made. A remotely operated vehicle
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was used to investigate sea bottom
scouring.

The data obtained were used to devel-
op recommendations regarding design
solutions to ensure offshore structures
reliability and strength and equipment

protection from adverse environmental
impacts.

In 2013, new oil and gas condensate and
gas condensate plays were discovered
on the territory of the Irkutsk Region,
Mogdinskiy license block. An inflow of
up to 425 kcm/day of gas and conden-
sate and 90 cm/day of oil was recorded.
This was made possible by using an
in-house geological model developed
by specialists from the Company’s In-
novations Block.

As a part of technology development for
Turonian low permeability gas reservoir
management, drilling of wells with with
different design was completed, includ-
ing a well with multistage fracturing by
specially developed in RN-UfaNIPIneft
design. According to the preliminary test
results well yield exceeds 200 thousand
cubic meters/day. The Company will re-
ceive a technology for Turonian deposits
development, an important element of
the gas Rosneft’s gas strategy.

An innovative 3S-separation gas
treatment facility with a throughput of
160 mmcmpa has been developed and
will be installed at the Pravdinskaya
Compressor Station, RN-Yuganskneft-
egaz, to ensure the required amount of
gas for RN-Yuganskneftegaz own needs
and supplies to Poikovskiy village.

The facility will also produce 11 kcmpa of
stable condensate from associated gas,
which is going to be sold to third party
consumers at market prices.

ROSNEFT



The experimental hydrocatalytic processes modeling unit

Strategic Focus of Rosneft’s Innovations

Rosneft’s innovative efforts are aimed
at creating and implementing cutting-
edge technologies to achieve the
following goals:

Exploration & Production:

- hydrocarbon reserves replacement
at least at the level of 100% of cur-
rent production;

ensuring maximum permissible
hydrocarbon recovery factors from
greenfields, developing systemic
measures to enhance oil and gas
recovery from the producing fields;
ensuring maximum efficiency in
associated gas utilization — 95%;
developing technologies for making
unconventional hydrocarbon re-
serves development economic.

.

Refining:

- improvement of crude oil conversion
level;

- implementation of new technologies
to refine heavy cuts, as well as new
petrochemical technologies.

ROSNEFT

To achieve these goals, Rosneft

is carrying out the Innovative
Development Program, compliant with
the regulatory and planning documents
of the national, regional and corporate
levels.

The Program contains
the following main blocks:

«» Target-focused innovation projects;

- Target-focused modernization and
operational efficiency improvement
programs;

» Actions aimed at innovative activities
improvement.

In 2013, the Company, improved

the efficiency of its Innovative
Development Program by engaging
more actively with the Moscow State
University Fund “National Intellectual
Development” on developing
associated petroleum gas fractionation
methods.

TARGET-FOCUSED
INNOVATION PROJECTS
WERE CARRIED OUT IN
2013 WITH PARTICULAR
ATTENTION TO
IMPLEMENTING THEIR
RESULTS AND MAKING
THEM PROPRIETARY VIA
INTELLECTUAL PROPERTY
RIGHTS

Science and innovations | Annual report 2013
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ROSNEFT R&D CENTER IS
ONE OF THE KEY RESIDENTS
IN THE SKOLKOVO
INNOVATIONS CENTER
WITH ANNUAL FUNDING

OF RUB 350 MLN

The uniqueness of the facility comes
from using an associated petroleum
treatment technology (3S-separation)
based on a low-temperature ultrasonic
gas separator that uses state-of-the-art
aerodynamic technology.

A patent was issued for a utility model,
“A Device for Casing Repair or Selective
Reservoir Isolation”. The technology

will enable reactivation of over 400 idle
wells with the total post-reactivation flow
rate of over 2,000 t/day.

The first stage of pilot testing of equip-
ment for dual production and injection
was done by OJSC Udmurtneft and
OJSC Samarateftegaz, candidate wells
were selected for each BHA, and test
equipment was run in 3 wells, which
achieved a steady-state flow. Four
patents for 3 dual production assem-
blies and 1 dual injection assembly were
issued. The Company can potentially
implement these technologies in 50
wells per annum with incremental oil
production of ca. 250 ktpa.

In 2013 new algorithms and software
were developed in 15 subsidiaries and
8 corporate R&D and Design Institutes,
making it possible to address unique
flow modeling and reservoir manage-
ment issues, including:

ensuring monitoring and real-time
adjustment of horizontal well drilling
trajectories based on logging while
drilling data;

application in tight reservoir develop-
ment (Priobskoye and Prirazlomnoye
fields) whose recoverable reserves, are
150 mm t;

ensuring optimum well pad designing
and field development planning based
on the reservoir long-term proxy model.

Jointly with the Catalysis Institute,
Siberian Branch of the Russia Academy
of Sciences, a technology for pilot fluid-
ized-bed reforming catalyst production
was developed. Commercialization of
the technology will provide for a 1-2%
increase in the reformate yield (high-oc-
tane component of motor and jet fuels)
vs. known foreign analogues.

As part of looking into alternative
energy, the Company, jointly with the
Biochemical Physics Institute, Rus-
sia Academy of Sciences, and the
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Moscow state University, is conducting
fundamental and technology-focused
research developing and improving 3-rd
generation thin-film solar cells based on
metal-oxide solar cells (MO SC). Applica-
tions for 2 invention patents have been
filed, “Bilateral Solar Photo Converter”
and “Solar Photo Converter”. A test fa-
cility was designed and installed on the
roof of the Biochemical Physics Institute
building, which consists of 5 different
types of solar panels.

The ultimate project goal is develop-
ment of a technology for manufacturing
a new type of solar cells and solar
panels which could be 2—3 times less
expensive than existing analogues

ROSNEFT CONSOLIDATED

R&D CENTER — ADVANCED OIL
REFINING AND PETROCHEMICAL
TECHNOLOGIES

The Company’s Innovations Block
organization includes the Consolidated
Research and Development Center
(RN-R&D Center, LLC). The Center has
Gas-to-liquids (GTL) technologies and
is now completing mini-GTL technology
development. It can also offer unique
technologies for catalyst production fit
for this process.

The corporate RN-R&D Center has
developed cutting-edge oil refining and
petrochemical technologies:

a technology for producing a broad va-
riety of synthetic base oils with the 130—
170 viscosity index and -50 °C...-60 °C
pour point for different applications. This
innovative technology can reduce feed
and power costs by 10-15 %.

a new technology, unrivaled in the
Russian Federation, has been devel-
oped enabling the creation of own feed
base to manufacture high-value polymer
materials which could replace imported
materials.

new polymer composite materials (glass-
and carbon-fiber) have been developed,
which on a number of parameters are
superior to the best known commercial
examples. In addition, their cost is
significantly lower due to availability and
low price of the feed material, dicyclo-
pentadiene, a product currently not by
petrochemical plants.

ROSNEFT



Knowledge rollout

Setting up a system of continuous
summarization and rollout of
knowledge and best practices is the
vital element of Rosneft Innovative
Development Program.

In 2013, our activity in this area
included the following:

- quarterly production of our corpo-
rate Nauchno-tehnichesky vestnik
OAO NK Rosneft (‘Rosneft Science
Monitor”);

- regular publication of articles
authored by Company specialists,
in leading Russian academic and
technical editions;

- participation of Rosneft special-
ists in national and international
conferences.

Our Company is implementing
a Knowledge Management System

(KMS, the iKnow information system).

KMS is a necessary condition for the
implementation of innovations and
new technologies, enhancement of
professional competences, allowing
Company employees to share

best practices, successful projects,
lessons learnt, technical expertise,
and laying grounds for professional
enhancement and career growth
via participation in Professional
Communities.

Based on 2013 results, the Knowledge
Management System is:

« 14 professional communities
(67 experts, over 370 participants);
« 700+ documents uploaded
to the iKnow Library;
- about 180 proposals and projects
with lessons learnt;
- 1000+ unique users;
« 2000+ search queries.

projects portfolio, by year
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The tomograph with the filtration unit

The new materials are already demand-

ed by the electrical engineering industry.

Materials are being developed for oll
and natural gas production, refining and

transportation — light polymer proppants,

materials for exploration and oil produc-
tion, polymer and polymer composite
pipe, fittings and other hydrocarbon-re-
sistant equipment to be used in aggres-
sive environments. Such materials are
needed in the aircraft- automobile and
shipbuilding industries. New-generation
smart materials are needed for mi-
cro-electronics, optronics, and medicine.

According to the Company plans, the
next few years will see manufacturing
of 15—-20 kt of advanced polymer com-
posite materials needed by developing
innovative technologies.

ADVANCED TECHNOLOGIES
ADAPTATION AND IMPLEMENTATION
IN 2013

In 2013, as part of developing and
executing projects within the New
Technologies System (NTS), monitoring,
testing, adapting, and implementing
new promising technologies developed

by Russian and foreign companies was
organized.

In 2013, incremental production from
testing new technologies was in excess
of 200 kt.

All tested technologies will be evaluat-
ed for their economic efficiency, then
scaled up and rolled out across the
Company.

In 2013, incremental production from
implementing previously tested technol-
ogies exceeded 1.2 mmt.

INTERNATIONAL COOPERATION
AND ACTIVITIES

Our Company’s main strategic foreign
trade vector within the Innovative
Development Program is participation
in international projects, programs and
partnerships.

In 2013, Rosneft closed a deal with
ExxonMobil establishing the Arctic
Research Center (ARC). Pursuant to
the work plan of strategic cooperation
between Rosneft and ExxonMobil in
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the area of offshore exploration and
development of the Russian Arctic,

ARC will provide full service to Rosneft/
ExxonMobil joint ventures in the areas
of academic research and engineering
development. Initially, the Arctic Center
will work in such areas as safety and en-
vironment; ice, weather and geological
studies; ice monitoring; development of
design criteria, assessment and formula-
tion of field development concepts. The
Arctic Center will make use of existing
Rosneft and ExxonMobil developments
to produce environmentally safe and
more efficient technologies.

In 2013-2017, the Arctic Research
Center plans to engage in the following
activities:

weather and ice studies, including build-
ing a database of accumulated data,
development of marine facility design
criteria, and creation of new technolo-
gies for studying environment and ice
parameters, and iceberg drift monitoring;

sea floor conditions, including build-

ing a database of accumulated data,
development of marine facility design

ROSNEFT



“Kara-winter” expedition using Yamal ice-breaker

criteria, and creation of new technolo-
gies for studies and survey with a focus
on underwater geotechnical drilling
technology;

environmental studies, including reg-
jonal studies, studies and development
of technologies in the area of emer-
gency oil spill response, development
of coastal area protection plans, as well
as modeling and monitoring of arctic sea
ecosystems;

marine infrastructure conceptual design,
in particular, designing a stationary
gravitation platform, research and
development in the area of natural gas
production and transportation, designing
underwater production and underwater
pipeline systems, as well as designing
floating craft for hydrocarbons explora-
tion and production.

Under the Agreement for Strategic
Cooperation in the Areas of Science,
Technology and Joint Operating Projects
between Rosneft and General Electric
International, signed on June 21, 2013,
the intention is to create a joint Research
Center. It is intended that the joint center

ROSNEFT

will engage in the following types of
activity:

gas monetization activities, oil refining
and petrochemicals, marine and under-
water development projects, enhanced
oil recovery.

research and experimental studies in
the following areas:

— development of marine and un-
derwater materials, processes and
technologies, including, among
other things, development of arctic
materials and metallurgical pro-
cesses, hydrodynamic calculations,
development of safe arctic drilling
processes, underwater/subglacial
production and processing, under-
water/subglacial power transmission
and distribution;

— new gas and oil refining technolo-
gies, including, among other things,
gas liquefaction technologies (GTL);

— development of new technologies,
equipment for tight reserves produc-
tion enhancement (unconventional

oil, gas, heavy oil, etc. production
processes);

— development of new polymers and

polymer composite materials;

— development of new types of syn-

thetic bio fuel for next generation
aircraft.
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87



HEALTH, SAFETY
AND ENVIRONMENT




OCCUPATIONAL
AND INDUSTRIAL
SAFETY

BLN RUB — OCCUPATIONAL
SAFETY ACTIVITIES FUDING
IN 2013

AS PART OF OUR EFFORT
TO FOLLOW BEST GLOBAL
PRACTICES, SAFETY
GOLDEN RULES HAVE BEEN
DEVELOPED AND TIMELINES
SET FOR DEVELOPING AND
UPDATING ROSNEFT’S
INTERNAL LABOR &
INDUSTRIAL SAFETY
DOCUMENTS IN 2014 - 2015

BLN RUB — THE COMPANY
SPENT ON FIRE SAFETY
ACTIVITIES IN 2013

THE COMPANY’S STRATEGIC HSE
GOALS ARE AS FOLLOWS:

Continuously improve labor, industrial
and environmental safety

Create a safe and healthy working
environment by using in its processes
and operations state-of-the-art technol-
ogies, equipment and other relevant
achievements of contemporary science;

Consistently reduce injury-at-work and
accident rate, as well as adverse envi-
ronmental impacts;

Bring the Company’s operational sites
and facilities to the level of HSE perfor-
mance demonstrated by its best global
peers;

Improve the HSSE Integrated Manage-
ment System;

Minimize adverse effects of newly
commissioned facilities on people and

environment.

Rosneft's HSE Integrated Management

System (HSE IMS) successfully functions,

allowing management, monitoring and
assessment of the Company’s perfor-
mance in this area.
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The HSSE Management System is
certified for OHSAS 18001:2007 and
ISO 14001:2004 international standards
compliance. It was first recognized

as compliant on 5 May, 2006. The
certificate was issued by an internation-
al certification center, Bureau Veritas
Certification (BVQI). It is issued for three
years and stipulates mandatory annual
regulatory audits.

From 4 March through 26 April, 2013,
BVQI audited the HSE IMS for compli-
ance with ISO 14001 and OHSAS 18001
international standards. The indepen-
dent audit findings confirmed that the
HSE IMS is successful, conforms to
international standards and improves
continuously.

The Rosneft President approved a new
HSE model organization that makes HSE
divisions directly responsible to heads of
subsidiaries. This was done to enhance
the importance of subsidiaries’ contribu-
tion to this area.

Rosneft pays special attention to operat-
ing safety issues.

The Company routinely develops and
implements actions aimed at the pre-
vention and reduction of work-related
accidents.

ROSNEFT



Fire safety training at the tank farm of LLC RN-Nakhodkanefteprodukt

Based on 2013 results, the accident
rate at the sites of the Rosneft Group
subsidiaries went down 1.6 times, from
8 to 5 instances;

Traditionally, the Company has put
strong focus on pipeline transport sys-
tem reliability assurance. The Company
implements a number of critical mea-
sures aimed at reducing and avoiding
pipeline failures (such as faulty stock
replacement and repairs, diagnostics,
corrosion protection, cleaning). We
continuously seek for most efficient pipe
materials, protective coatings assuring
the required length of service.

In 2013, the Company took RUB 16 bin
worth of actions to improve pipeline sys-
tem reliability, reducing the field pipeline
failure rate by 12%. By way of pipeline
integrity management programs, 1,120
km of in-field pipelines were replaced.

In 2013, the decision on creating

a Hazardous Facilities Integrity Depart-
ment with the key objective of imple-
menting a risk-orientated approach to
ensuring hazardous facilities safety,
improving the effectiveness of actions
taken for that purpose and making them
more focused to maximize investment
efficiency.

ROSNEFT

In 2013, to establish a uniform approach
to, and improve efficiency of, training,
the Company developed and made
effective a corporate document entitled
“Rosneft Oil Company Regulations on
Training Company Employees in Fire
Safety Measures”.

A systemic approach was organized

for checking compliance with notices
issued by the Russia Emergency Ministry
Fire Safety Inspection Service resulting
in 99% of fire safety non-compliance in-
stances taken care of with the response
effort requiring no capex.

In 2013, a fire accounting system was
drastically changed, which identified
systemic gaps in how subsidiaries orga-
nized their work on ensuring fire safety
of their sites and facilities.

This resulted in the number of fires
caused by process violations going
down by 50% (3 fires in 2013).

BLN RUB — THE COMPANY
SPENT ON KEY INDUSTRIAL
SAFETY ACTIVITIES IN 2013

COMPREHENSIVE, DESK-
TOP AND SPECIAL-PURPOSE
TACTICAL EXERCISES
INVOLVING 13,725 PEOPLE
WERE CONDUCTED TO
PRACTICE EMERGENCY

AND FIRE RESPONSE AND
CONTAINMENT ACTIONS ON
COMPANY SUBSIDIARY SITES
IN 2013

CA.

BLN RUB WAS SPENT ON
BLOW-OUT PREVENTION AND
RADIATION SAFETY

Health, safety and enironment | Annual report 2013
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ENVIRONMENT

PROTECTION

IN 2013, THERE WERE NO
BUSINESS DISRUPTIONS
WITHIN THE EXTENDED
COMPANY PERIMETER
FOR REASONS RELATED
TO THE IDENTIFICATION
OF ENVIRONMENTAL
VIOLATIONS

In 2013, the Company successfully inte-
grated new subsidiaries and achieved
record-high financial and operational
performance. With regard to environ-
ment protection, the Company’s efforts
were focused on providing the required
ecological support to the integrated
organization.

To achieve compliance with the na-
tional and international environmental
standards and become a leader in the
environmental safety area, Rosneft
implements, on a systemic basis and
using result-oriented methods, actions
and programs aimed at both mitigating
the environmental impact of ongoing
business operations and liquidating the
environmental legacy.

COMPREHENSIVE PREVENTION
OF ENVIRONMENTAL IMPACTS
FROM ONGOING OPERATIONS.
CONSTRUCTION OF
ENVIRONMENTAL PROTECTION
FACILITIES

To assure comprehensive prevention of
environmental impacts, our Company
implements organizational, technical
and investment actions, in particular,

as part of specialized environmental
programs.

In particular, our Company’s Targeted
Environmental Program has enabled
construction and commissioning of
dozens of environment protection infra-
structure facilities (to assure clean waste
disposal and sewage treatment).

In 2013, we completed construction
of twelve treatment facilities in our

2013 new asset integration synergy effect in environmental safety

« The HSE governance structure
and approaches to environmental
protection activities were unified. The
synergy effect from rolling out best
management practices and optimizing
environmental protection activities in
integrated subsidiaries was approx.
RUB 100 min;

Large-scale environment protection
actions were delivered using a sys-
temic target program-based approach
aimed both at minimizing environmen-
tal impact from current operations and
eliminating ‘environmental’ legacy (en-
vironmental damage accumulated as
a result of previous owners’ activities);
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- In 2013, a large-scale inventory and
information update was undertak-
en in relation to current and legacy
pollution, in particular, in integrated
subsidiaries. The inventory results
provided the basis for the planning
of environmental safety actions and
priority activities;

Considering Company business
ramp-up, plans have been developed
for coordinated increase in the scope
of environmental protection activities
and “green” investment. A consolidat-
ed program of legacy environmental
damage cleanup in 2014-2020 has
been put together that provides for

Health, safety and enironment

the remediation of all oil polluted
lands “inherited” from past owners;

In 2013, there were no business
disruptions within the extended Com-
pany perimeter for reasons related

to the identification of environmental
violations; this was due to timely com-
pletion of comprehensive organiza-
tional, technical and investment action
aimed at the prevention of negative
environmental impact and assurance
of environmental compliance.

ROSNEFT



Well clean up unit, LLC RN-Yuganskneftegaz

LEGACY ENVIRONMENTAL DAMAGE CLEANUP PROGRAM DELIVERY

Type of activity Unit of measurement 2011A 2012A 2013A Total 2011-2013
hectare 600 424 159 1,183
Oil polluted land remediation
RUB min 475 262 65 802
cub.m'000 126 185 77 388
Oil sludge recycling
RUB min 481 740 341 1,562
cub.m'000 567 543 586 1,696
Drilling waste recycling
RUB mIn 1,376 1,395 1,524 4,295

Subsidiaries’ presence areas on Sakha-
lin and in the Nefteyugansk District of
KhMAO.

The Company and Subsidiaries in 2013
invested RUB 5.25 bin in the construc-
tion and upgrade of treatment facilities
in their presence areas.

As part of the Targeted Environmental
Program, construction and commis-
sioning of specialized facilities for
clean waste dumping and disposal was
assured, including the following:

oil sludge recycling site at the Belozer-

skoe field (RN-Stavropolneftegaz LLC
area of operations);

ROSNEFT

dump sites in RN-Yuganskneftegaz area
of operations (within Priobskoe and
Kinyaminskoe fields)

specialized dump sites in RN-Purneft-
egaz LLC area of operations (within
Barsukovskoe, Tarasovskoe and Kha-
rampurskoe fields)

specialized oily waste recycling sites in
OJSC Samaraneftegaz area of opera-
tions (including within the Mikhailo-Ko-
hannovskoe field, with annual oil waste
recycling throughput of 11 thousand
cubic meters);

sludge pits in RN-Sakhalinmorneftegaz
LLC area of operations (Katangli and
Odoptu-sea fields).

Health, safety and enironment

1,930

MLN RUB. SPENT ON THE
LEGACY ENVIRONMENTAL
DAMAGE CLEANUP PROGRAM
IN 2013
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Remediated legacy sludge pit, LLC RN-Yuganskneftegaz

>20

BLN RUB — THE COSTS

OF CONSOLIDATED

LEGACY ENVIRONMENTAL
DAMAGE CLEANUP PROGRAM
IN 2014 — 2020

BLN RUB — COMPANY
ENVIRONMENT PROTECTION
EXPENDITURE IN 2009-2013

RUB 5.2 bin was spent on the
above-mentioned investment projects
within the Company Targeted Environ-
mental Program.

LEGACY ENVIRONMENTAL
DAMAGE LIQUIDATION

Since 2010, Rosneft has been imple-
menting a corporate Legacy Environ-
mental Damage Cleanup Program,
which is unique for Russia; as a result

of this program, 1.5 thousand hectares
of legacy polluted and disturbed lands
have been remediated, over 2 min cm
of drilling waste and oil sludge has been
recycled. RUB 7.2 bln was spent on
these activities.

In 2013, Rosneft’'s spend on the Cor-
porate Legacy Environmental Damage
Cleanup Program was RUB 1,930 min.
Besides, RUB 818 min was spent on
environmental legacy cleanup in relation
to the assets consolidated in 2013.

As the result of the Legacy Environmen-
tal Damage Cleanup Program imple-
mentation in Rosneft Subsidiaries’ areas
of operations, environmental issues left
after the past subsoil users of RN-Yu-
ganskneftegaz LLC, RN-Purneftegaz
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LLC, RN-Sakhalinmorneftegaz LLC,
RN-Stavropolneftegaz LLC, RN-Krasno-
darneftegaz LLC were eliminated.

To achieve the best environmental safe-
ty results, Rosneft continuously expands
its environmental protection activities
and “green” investments.

Over the most recent 5 years (2009
through 2013), our Company’s total
environmental protection expenditure
(including related items) exceeded
RUB 125 bin.

For the 2014-2016 3-year period,

the budget of environmental protec-
tion actions and programs exceeds
RUB 90 bin, including over RUB 40 bin
for the construction of environmental
protection infrastructure, and over
RUB 50 bin for other environmental
protection activities, including legacy
damage cleanup.

Implementation of a Consolidated
Legacy Environmental Damage Cleanup
Program is scheduled for 2014—-2020.

It is expected that as part of the Con-

solidated Program, over 3 thousand
hectares of oil polluted lands will be

ROSNEFT



Rosneft performs ecological monitoring in the Arctic Region

remediated, and 2 mmcm of legacy
drilling waste and oil sludge will be
recycled.

The Company has proposed that the
Russian Ministry of Natural Resources
include some of the activities envisaged
by the above-mentioned program in the
draft Federal Targeted Program “Legacy
Environmental Damage Elimination in
2014-2025".

ENVIRONMENTAL
INNOVATIONS

Development and implementation
of environment-related targeted
investment programs, refinement of
technologies used

Rosneft’s strategic goal is to achieve
undisputed leadership in environmental
protection standards in the Russian oil
and gas industry, and in making them
compliant with the recognized global
practices.

The Company is working on a targeted
innovation project that aims at compre-
hensive disposal of drilling waste and
oily waste, which will result in an efficient
comprehensive industrial waste disposal

ROSNEFT

complex being rolled out in Company
subsidiaries. In turn, that will allow the
issue of oil sludge and drilling waste ac-
cumulation and recycling to be resolved.

Rosneft searches for, selects and initi-
ates projects in the following areas:

advanced technologies (predominant-

ly biological ones) of oil polluted and
disturbed land cleanup and remediation,
including sea areas and coastal littoral;

advanced environmental safety tech-
nologies and systems for the Company
offshore projects;

innovative technologies and infrastruc-
ture that include testing laboratories
and experimental sites for studying oil
spill impacts on biogeocenosis of North
Siberia and other regions.

STAKEHOLDER
ENGAGEMENT

Cooperation with key partners
in the area of Arctic safety

In 2013, the Declaration of Environmen-
tal Protection and Biological Diver-
sity Preservation in Connection with

Health, safety and enironment

Exploration and Development of Mineral
Resources on the Arctic Continental
Shelf of the Russian Federation, initiated
by the Company as a guarantee of strict
adherence to the principles and goals
of safe Arctic offshore operations, was
finally signed by all parties (signed by
Rosneft, ExxonMobil, Statoil, Eni — on

23 November 2012, December 7, 2012,
21 June 2013 respectively).

Pursuant to the Declaration, the parties
will endeavor to coordinate their activi-
ties aimed at the preservation of biologi-
cal diversity in the Arctic, in particular, as
part of the recommendations issued by
the Convention on Biological Diversity
and the Biological Diversity Task Force of
the International Petroleum Industry Envi-
ronmental Conservation Association. The
parties intend to regularly monitor chang-
es in the Arctic natural landscape and
seas, develop international cooperation
with reference to the Arctic Environment
Protection Strategy (AEPS).

To implement the provisions of the
Declaration, Rosneft is making prepa-
rations for the execution, in 2014, of
several cooperation agreements with

a number of ministries and agencies of
the Russian Federation, the purpose of
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COMPANY PERFORMANCE IN THE ENVIRONMENT PROTECTION AREA

Indicator Measurement unit 2012* 2013 Change, %

rr\;viztc?j:t(;zg:ias)ssets allocated for environment RUB thou. 11.524.856 45,892,496 298%
Upstream RUB thou. 5,922,059 28,581,910 383%
Refining RUB thou. 4,885,589 16,920,822 246%
Business support RUB thou. 717,208 389,763 -47%

Gross contaminant emissions into atmospheric air t 1,353,560 1,800,759 33%

Water intake and supply sg. km 260,800 336,071 29%
Recycled water % % 45 77

Total generated waste t 1,261,130 2,967,759 135%

*Increase in investment in fixed assets is due to both expenditure increases for target programs (gas program,

of environmental investment associated with/integrated in other projects.

** Without new assets.

which is to create an environment that
is conducive to efficient interaction on
prevention and coordination of emer-
gency response, environment and biota
preservation activities.

The Declaration further sets out the in-

tentions for setting up an Arctic Coordi-
nation Center; proposals and a concept
for setting up such a Center have been
made ready for discussion.

Expanding cooperation
with non-governmental
environment protection
organizations

Rosneft has joined the Non-Profit
Partnership “Russian National Commit-
tee for Assistance to UN Environment
Program (UNEPCOM)” whose mission is
to facilitate performance of the Russian
Federation’s international obligations
to the UN Environment Program (UNEP)
and other international organizations
dealing with these issues.

The key vectors of such interaction lie

in the area of resolving environmental
safety assurance issues in connection
with offshore, international, economically
significant projects with partner com-
panies and other industry companies,
including international ones, in the area
of environmental protection.

President of the Company has signed
a Memorandum of Intent with WWF
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Russia that provides for joint action in
the areas of studying and monitoring
certain animal species (polar bear and
walrus) entered in the Red Book.

Our Company is drafting a Coopera-
tion Agreement with the Russian Polar
Researchers’ Association and a research
project with Lomonosov Moscow State
University for joint Arctic studies which,
in particular, envisages development of
a method for using a new class of de-
stroyer microorganisms for oil pollution
cleanup in northern seas.

Rosneft supports the Global Energy
Policy and Energy Security Department
of the International Institute of Energy
Policy and Diplomacy (MIEP) of the
Russian Foreign Ministry’s Institute of
International Relations; the Department
analyses Russian and international tech-
nical regulations and guidelines, and
legal regulation in the area of industrial
and environmental safety assurance

in connection with the development of
Arctic hydrocarbon resources.

Increasing Company
environmental
responsibility

Rosneft regularly conducts events aimed
at raising the level of Company staff
environmental culture and awareness,
including the “Environmentalist Days”, in-
formation/education competitions aimed
at the preservation of wildlife.

Health, safety and enironment

refinery modernization program), and separation

Company performance in the
environment protection area

In 2013, with the integration of new
assets, new facilities were included in
the Company perimeter that negatively
impact the environment, followed by
growth in absolute values that describe
the aggregate man-made load caused
by the operations pursued at these facili-
ties. At the same time, there have been
positive developments in the Company
unit impact values; gas program imple-
mentation, refining and petrochemical
stream facility upgrades, and tank fleet
refurbishment have operated to reduce
unit effluent rates; reconstruction and
construction of new closed-circuit water
supply systems enabled a rise in the
share of return water in overall water
consumption.

EMERGENCY
PREVENTION
AND RESPONSE

In 2013, Rosneft set up a new struc-
tural unit, Crisis Management Center,
designed to ensure a unified system of
operational management and response
to emergencies and incidents based on
applicable federal regulatory and legisla-
tive requirements, as well as improving
the efficiency of the Group liaison with
the executive authorities at different
levels as part of the Unified State Sys-
tem for Prevention of and Response to
Natural and Technogenic Emergencies.
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COMPANY PERFORMANCE IN EMERGENCY PREVENTION AND RESPONSE

Number of emergencies 0 0 0
Number of technogenic emergencies per one thousand hazardous facilities in operation 0 0 0
Expenditure on emergency prevention and response, RUB min 1,929.6 2,102.6 2,970.0
including financial and material provisions, RUB min 953 1,068 1,507.8
including professional response & rescue team maintenance, RUB min 976.6 1,034.6 1,462.2
including emergency response 0 0 0

Note: the increase of funds in 2013 is not associated with new asset integration, it was due to a consistent effort to deliver on the Company President’s assign-
ment that financial and material provisions be made in each Rosneft Group subsidiary for emergency prevention and response.

Development of a System of
Operational Management and
Response to Emergencies and
Incidents

The Company is currently engaged in
developing a Risk Management Infor-
mation System to be implemented in the
Crisis Management Center.

Rosneft 2013 Performance
in Emergency Prevention
and Response

In 2013, over 150 desk-top and spe-
cial-purpose tactical emergency re-
sponse exercises were run by Company
subsidiaries, including oil and product
spill (threat of oil and product spill)
response, involving over 9 thousand
Company employees.

From 17-18 December 2013, a desk-top
exercise of the Group scale entitled
“Emergency Response on Company
Sites in Winter Time” was run for the
first time in Rosneft history. The exercise
involved all the subsidiaries and affili-
ates, including in Ukraine, Belarus and
Abkhazia.

Despite the Company tightening its
operational safety assessment criteria
and more assets having been joined to
the Rosneft, concerted actions taken

in 2013 made it possible to prevent
emergencies. Those included additional
preventive measures taken across the
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Company, such as review of and lessons
learned from the previous incidents and
incidents along the following lines:

instant information communication;

response by Rosneft subsidiaries’
management and forces to emergency
threats;

relevant documents made available
in a timely manner;

identification of causes of accidents
and incidents;

taking effective measures to elimi-
nate deficiencies and prevent their
recurrence.

The results of such reviews were
communicated to Rosneft subsidiaries
on a monthly basis, and monitoring of
identified deficiencies elimination and
preventive measures enforcement was
organized.

Rosneft Subsidiaries’ 2014
Emergency Prevention
and Response Plans

In order to further improve the emer-
gency prevention and response system,
the Company has developed a series of
activities for 2014.

Starting from 2014, training and meth-
odology review events are planned to

Health, safety and enironment

THE RISK MANAGEMENT
INFORMATION SYSTEM
HARDWARE AND SOFTWARE
TO BE IMPLEMENTED IN

THE CRISIS MANAGEMENT
CENTER DOES NOT HAVE
ANALOGUES IN RUSSIAN
FEDERATION MINISTRIES
AND AGENCIES (EMERGENCY
MINISTRY, OJSC RUSSIA
RAILWAYS (RZHD), DEFENSE
MINISTRY). A PATENT WILL BE
APPLIED FOR TO MAKE IT THE
COMPANY’S PROPRIETARY
SYSTEM
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2013 Energy Consumption
by Business Stream

® 56% Oil and gas production
31% Oil refining

12% Petrochemicals and gas
processing

@ 1% Oil products distribution
1% Service

* Data on the assets that are included in the
Rosneft Oil Company as of 31 December, 2013.

be held to review Group subsidiaries’
performance in emergency preven-
tion and response. Such assemblies
are expected to become regular and
will be held on Group subsidiary sites
in conjunction with demonstration
exercises. They are expected to be
attended by senior managers and
specialists of key Rosneft subsidiaries
and are intended to become a key
forum for sharing experience and
discussing issues.

Annual competitions are planned to

be held to identify the best Rosneft
subsidiary in emergency prevention
and response. The best performers will
be identified in the oil production, oil
refining, gas processing, and product
supply businesses.

The 2014 Business Plan includes actions
toward creating of the 1st phase of the
Risk Management Information Sys-

tem as an integrated organizational

and functional structure incorporating
the Company’s information, software,
technology, telecommunications and
administrative resources.

ENERGY EFFICIENCY
IMPROVEMENT
AND ENERGY SAVING

The Company considers continuous
energy efficiency improvements to be

a key driver of its successful develop-
ment, an inalienable part of efficient
business, and a contribution to society’s
sustainable development.

Fuel and Energy Resource
Consumption

Rosneft is the third largest consumer
of Russia’s fuel and energy resourc-
es, taking up over 3% of the country’s
energy mix.

The Company’s total 2013 fuel and
energy consumption* was 23,947 kt of
fuel equivalent, which, for instance, is
comparable to the annual consumption
of the Volgograd or Orenburg Regions.

Energy Saving Program

In 2013, the Company completed the
2009-2013 Energy Saving Program

Accident-free Functioning of Subsidiary Facilities during the Far

East Autumn Flood

In August-October 2013, the Company
set up an ad hoc crisis team to
prevent subsidiary facilities from being
flooded during the autumn flood in
the Far East. The joint efforts of the
Rosneft Crisis Team and the teams of
the Far Eastern subsidiaries prevented
suspension of RN-Komsomolsk
Refinery, RN- Sakhalinmorneftegaz
and RN-Vostoknefteprodukt
operations. To ensure accident-

free functioning of the said facilities
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and prevent environmental risk, the
Company:

- involved 237 people and 50 pieces
of equipment;

- acquired RUB 37 min worth of mate-
rials and equipment;

» built 2 km of waterstop dams.

Owing to all those actions, during

the flood the Company’s subsidiaries
operated in a routine mode.

ROSNEFT



approved by the Board of Directors in
March 2009. The Program addressed ef-
ficiency improvement of power and heat
utilization and boiler and furnace heating
fuel utilization in key operations.

Also in 2013, a methodology was
defined for developing a program of
energy saving and estimating the actual
energy-saving effect from standard mea-
sures. Based on the new methodology,
the 2014-2018 Energy Saving Program
was developed and approved by the
Rosneft Board of Directors. The Program
covers 93 subsidiaries and is expected
to deliver 4,500 kt of fuel equivalent of
fuel and energy savings.

Energy Efficiency
and Energy Saving
Improvement Policy

In 2013, compliant with the GOST R ISO
50001:2012 requirements, the Company
management took a decision to imple-
ment an Energy Management System for
its operations. The decision will help the
Company adopt global best practices

on reducing energy costs and make

2013 FUEL AND ENERGY SAVINGS

Key operations

a big change in managing the process
of energy efficiency and energy saving
improvement.

The methodological and organizational
support for this project will be provided
by a newly set up Energy Efficiency
Commission made up of Headquarters
structural unit leaders in charge of the
Company’s operational and economic
performance.

In 2013, the Energy Efficiency Commis-
sion approved the 2014 — 2016 Road
Map for Energy Efficiency Improvement
which will enable certification of the
Company’s Energy Management System
by 2017.

2013 Savings

1,868

KT OF FUEL EQUIVALENT
OR RUB 11,877 MLN —
THE TOTAL 5-YEAR FUEL
AND ENERGY SAVINGS

Kt of fuel equivalent % of total savings, %

Power, thou. kWh Heat, thou. Gcal Fuel
Oil and gas production 1,034,239 12 - 338 83.9%
Oil refining 24,025 250 15 65 16.0%
Oil product supply 639 0.2 0.1%
TOTAL 1,058,903 262 15 402 100%
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CORPORATE

GOVERNANCE

SYSTEM

Rosneft is consistently improving its
corporate governance system in line
with the corporate governance princi-
ples recognized by the global economic
community.

The most meaningful criteria of assess-
ing the effectiveness the Company’s
corporate governance system are infor-
mation openness, professionalism and
responsibility of its management.

INFORMATION OPENNESS

Rosneft won the annual competition For
Active Corporate Policy on Information
Disclosure.

Now all Board of Directors Committees
have independent directors.

Sixteen public hearings were held in the
regions where the Company operates
addressing socioeconomic collabora-
tion, labor safety, industrial and environ-
mental safety, charity and sponsorship.

PROFESSIONALISM

The professionalism and high standing
of the Board of Directors’ members
allows them to set the Company’s
strategic goals in an optimum way, and
its highly-skilled management efficiently
manages the Company’s operations,
which is an indication of its growing
credibility with shareholders.

The Rosneft Board of Directors is com-
posed of top-notch professionals in the
petroleum business, geology and min-
ing, public administration and operation-
al management, finance and banking.

Integration of the TNK-BP assets brought
about a good synergy from combining
best corporate governance practices.

RESPONSIBILITY

The Company management acknowl-
edges the importance of shareholders’
confidence and is fully aware of its
responsibility for the Company’s per-
formance, observance of shareholder
rights and delivery of the Company’s
social commitments.

In 2013, 28.2% of Rosneft’'s non-consoli-
dated net income, or RUB 85,315 million,
was paid in dividends.

The Company’s Board of Directors
approved the System of Internal Control
and Risk Management, a policy aimed
at implementing a system of corpo-
rate control aligned with the growing
scale and complexity of the Company’s
business.

THE ROSNEFT GENERAL MEETING
OF SHAREHOLDERS

The General Meeting of Shareholders

is the Company’s supreme govern-

ing body, whose terms of reference
cover the most significant matters of the
Company’s activities. The process of
convocation, preparation, holding and
summarizing the results of the General
Meeting of Shareholders is governed by
the Regulation on the General Meeting
of Shareholders that was approved by
the resolution of the General Meeting of
Shareholders dated 20 June, 2013 (un-
numbered Minutes dated 25 June, 2013
r.) as revised to incorporate amend-
ments in the company law.

The Annual General Meeting of
Shareholders

The Annual General Meeting of Rosneft
Shareholders was held in St. Petersburg
on 20 June, 2013 (unnumbered Minutes
25 June, 2013). The AGM reviewed the
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Company’s performance in 2012 and
was attended by owners of 97.7% of
Company shares.

The AGM was televised in Moscow,
Krasnodar, Krasnoyarsk, Nefteyugansk,
Samara, and Neftekumsk for the ben-
efit of persons who have the right to
participate.

The AGM resolution approved the
Company’s 2012 Annual Report and
Financial Accounts, distribution of the
2012 income, and remuneration and
compensation of expenses to members
of the Company’s Board of Directors.

The AGM resolved to pay 85,315 million
rubles (RUB 8 and 5 kopeks/per one
outstanding common share) in dividends
for 2012, which was 25% of the Compa-
ny’s IFRS net income and 6.9% higher
than the 2011 dividends.

Decisions were also taken on the
election of members of the Board of
Directors and of the Audit Commission,
on approval of the Company Auditor, on
an amendment to the Company Charter,
on approval of the Regulation on the
General Meeting of Shareholders as
amended, and a number of related-party
transactions.
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As of December 31, 2013, all the deci-
sions taken by the General Meeting of
Shareholders had been delivered.

After the AGM, a meeting of the newly
elected Board of Directors was held

in which the Chairman and Deputy
Chairmen were elected. The Board also
approved membership of its three com-
mittees, each chaired by an indepen-
dent director.

The Extraordinary General Meeting of
Shareholders

In 2013, one Extraordinary General
Meeting of Rosneft Shareholders was
held.

The EGM held in absentia on 18 June
2013 (unnumbered Minutes dated 21
June, 2013) approved execution of
related-party transactions which the
Company and Company affiliated enti-
ties, ExxonMobil Oil Corporation and its
affiliated entities enter into.

THE ROSNEFT BOARD OF
DIRECTORS

The Board of Directors is the principal
component of Rosneft’s corporate
governance system. Pursuant to the ap-
plicable legislation and the Company’s
internal documents, the Board of Direc-
tors is a body responsible for the overall
guidance and strategic governance of
the Company’s activities.

The Board election process is trans-
parent, the procedure of designating
candidates to Board membership is
compliant with law and stipulated by the
Company Charter and the Regulation on
the General Meeting of Shareholders.

The Rosneft Charter gives its sharehold-
ers more time than required by law to
designate Board candidates and stipu-
lates that the Company, when preparing
a General Meeting of Shareholders,
provide to the shareholders information
about the candidates when the item on
Board of Directors election is on the
agenda.

Such information will include personal
details about the candidate’s age and
education background, jobs of at least
the past 5 years, position occupied
when designated as candidate, societal
relations, information on whether the
candidate has a record of financial,
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tax, stock market and similar offences
and/ or a criminal record of economic
offences and/or offences against state
authorities, and whether the candidate
has given their written consent to be
elected director.

The Board of Directors is accountable
to the General Meeting of Shareholders
and is responsible for observance and
protection of the rights and legitimate
interests of Company shareholders. In
its activities the Board of Directors is
governed by the principles of prevent-
ing restrictions of shareholder rights,
ensuring a balance of interests of
different shareholder groups, ensuring
that informed and reasonable decisions
are taken in good faith and in the best
interests of the Company based on
reliable and objective information about
the Company’s activities.

The principal document that governs the
Board of Directors’ activities is the Com-
pany Charter. Following the Charter’s
requirements, the General Meeting of
Shareholders approved the Regulation
on the Board of Directors, a document
that regulates the process of the Board
of Directors’ work.

The Board of Directors’ terms of
reference include decisions on most
significant matters, such as setting the
Company’s business priorities and
developing strategies, creating its exec-
utive bodies and oversight of their ac-
tivities, approving the risk management
and internal control system, defining the
Company’s overall policy with respect
to its subsidiaries and other types of
affiliated entities, control of corporate
governance practices and other matters
of priority importance for the Company’s
development.

In carrying out its functions the Board of
Directors, as such and via its Commit-
tees, works closely with the Company’s
management, structural sub-divisions,
and officers, as well as with the Compa-
ny registrar and external auditor.

Maximum efficiency of the Rosneft
Board of Directors’ work is ensured by
the high level of its members’ qualifica-
tion, responsibility for decisions taken,
including the personal responsibility

of each director, and optimum balance
between executive, non-executive and
independent directors. The Company
provides newly-elected members of the

Board of Directors with all the necessary
information for them to properly perform
their duties offering them a relevant
induction program.

The current Board of Directors is made
up of nine members, with four of them
being independent directors. The only
executive director is Igor Sechin, the
Company’s President and Chairman of
the Management Board. Such compo-
sition of the Board of Directors corre-
sponds to the standards set out in the
Company’s Code of Corporate Conduct.

Board of Directors Membership (as of
31 December, 2013)

From 1 January, 2013 to 20 June, 2013,
the powers of the Company’s Board of
Directors were exercised by members
elected by the Extraordinary Gen-

eral Meeting of Shareholders on 30
November, 2012. From 20 June, 2013,
the Board of Directors was made up of
members elected at the Annual General
Meeting of Shareholders on 20 June,
2013.
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BOARD

OF DIRECTORS

MEMBERS

(as of 31 December, 2013)

104 Annual report 2013 | Corporate governance

Alexander
Nekipelov

Chairman of the Rosneft Board
of Directors, Member of the Strategic
Planning Committee

Born in 1951.

In 1973 graduated from the Economics
Department of Lomonosov Moscow State
University. Doctor of Economics. Member of the
Russian Academy of Sciences. Professor. Author
of 3 monographs and over 200 papers published
in Russia and abroad. Has government and
industry awards.

From 1998 to 2001 — Director of the Institute for
International Economic and Political Studies,
Russian Academy of Sciences.

From 2001 to 2013 — Vice President of the
Russian Academy of Sciences, presidium
member of the Russian Academy of Sciences.

From 2004 — Director of the Moscow School of

Economics, Lomonosov Moscow State University.

From April 2011 — Deputy Chairman of the Board
of Directors of Rosneft.

From June 2011— Chairman of the Rosneft Board
of Directors.

Member of the Board of Directors of OJSC
“Zarubezhneft”.
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Igor
Sechin

President and Chairman of the
Management Board of Rosneft,
Deputy Chairman of the Rosneft Board
of Directors

Born in 1960.

In 1984 graduated from Leningrad State
University. Doctoral Candidate in Economics. Has
government and industry awards.

From 2000 to 2004 — Deputy Head of the
Russian Federation President’s Administration.

From 2004 to 2008 — Deputy Head of the
Russian Federation President's Administration,
Aide to the President of the Russian Federation.

From 2004 to 2011 — Chairman of the Rosneft
Management Board.

From 2008 to 2012 — Deputy Chairman of the
Government of the Russian Federation.

From May 2012 — President, Chairman of the
Management Board of Rosneft.

From November 2012 — Member of the Rosneft
Board of Directors.

From 2013 - Deputy Chairman of the Board of
Directors of Rosneft.

From 2013 — President of OJSC RN Management
(prior to change of name — OJSC TNK-BP
Management (concurrently).

Chairman of the Board of Directors of OJSC
ROSNEFTEGAZ, LLC RN-CIR, OJSC Inter RAO,
LLC National Oil Consortium; member of the
Board of Directors of Rosneft Limited and Saras
S.p.A., Chairman of the Supervisory Board of LLC
CSKA Professional Hockey Club.

ROSNEFT

Andrey
Kostin

Deputy Chairman of the Rosneft
Board of Directors, member of the
Audit Committee and of the HR
and Remuneration Committee

Born in 1956.

Graduated from Lomonosov Moscow State
University. Doctoral Candidate in Economics.

From 2002 — President, Chairman of the
Management Board, member of the Supervisory
Board of OJSC Bank VTB.

From 2012 — Dean of the Higher School of
Management, St. Petersburg University.

From 2006 — President of All-Russian Public
Organization «Federation of Gymnastics of
Russia.

From 2006 — President of NCP Financial Banking
Council of the CIS.

From 2006 to 2009 — member of the Rosneft
Board of Directors.

From 2009 to 2012 acted as Deputy Chairman of
the Rosneft Board of Directors.

From June 2013 — reelected to the Rosneft Board
of Directors, and is Deputy Chairman of the
Board of Directors.

Chairman of the Supervisory Board of CJSC VTB
24, PJSC VTB Bank (Ukraine); Chairman of the
Board of Directors of OJSC Bank of Moscow;
member of the Management Board Bureau of the
Russian Union of Industrialists and Entrepreneurs;
member of the Supreme Council of All-Russian
Political Party «United Russia»; member of

the Presidium of NCP National Corporage
Governance Board and Association of Russian
Banks; member of the Board of Directors of CJSC
VTB Capital, CJSC Holding VTB Capital, LLC
Congress-Center Konstantinovskiy.

Over a number of years has been a member of
the Trustee Boards of Federal State Budgetary
Cultural Agency «State Academic Bloshoi Theater
of Russia», Friends of the Russian Museum
Development Foundation, Russia Physical
Culture and Sports Support and Development
Foundation, NCP «Center for Problem Analysis
and Public Administration Design», and a number
of other educational and cultural institutions.

Sergey
Chemezov

Deputy Chairman of the Rosneft Board
of Directors, member of the Strategic
Planning Committee

Born in 1952.

Graduated from Irkutsk National Economy
Institute. Doctor of Economics. Professor,
member of the Academy of Military Science.

From 2007 — General Director, member of the
Rostechnologii State Corporation Supervisory
Board.

From 2007 — President of the All-Russian
Industrial Employers Association «Union of
Mechanical Engineers».

From 2007 — President of the All-Russian Public
Organization «Union of Mechanical Engineers».

In June 2013 was elected member of the Rosneft
Board of Directors, Deputy Chairman of the
Board of Directors.

Chairman of the Board of Directors of OJSC
OPK OBORONPROM, OJSC Corporation
VSMPO-AVISMA, OJSC KAMAZ, CJSC AKB
NOVIKOMBANK, OJSC Rosoboronexport;
Deputy Chairman of the Board of Directors
of OJSC AVTOVAZ, LLC National Information
and Settment Systems; member of the Board
of Directors OJSC AKB INTERNATIONAL
FINANCIAL CLUB, OJSC ROSNANO, OJSC
Aeroflot, OJSC GMK Norilsk nikel, OJSC OAK,
0OJSC OsK.
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Robert
Dudley

Member of the Rosneft Board of
Directors, member of the Strategic
Planning Committee

Born in 1955

Graduated from the University of lllinois and
Thunderbird School of Global Management

From 2003 to 2008 held senior management
positions in OJSC TNK-BP Management
(Chairman of the Management Board, President,
Chief Executive Officer)

From 2009 — Director and member of the Board
of Directors, from 2009 to 2010 — Chairman of
the Board of Directors Executive Committee, from
2010 — President of the BP Group plc.

From 2010 — President, Chief Executive Officer
of BP’s Gulf of Mexico Special Emergency
Response Unit

In June 2013 was elected member of the Rosneft
Board of Directors

Member of the Trustee Board of All-Russian
Public Organization «Russian Geographical
Society»

Matthias
Warnig

Independent member of the Rosneft
Board of Directors, Chairman of the HR
and Remuneration Committee, member
of the Audit Committee

Born in 1955

In 1981 graduated from the Bruno Leuschner
Higher School of Economics (Berlin), majoring in
National Economics (qualified as an Economist)

Studied (1993-1995) in Dresdner Bank AG, Bad
Homburg (Germany) and London (UK) and was
qualified in Crediting and Risk Management

From 1990 to 2006 was in charge of finance
aspects of the Dresdner Bank Group, Frankfurt
am Main, St. Petersburg, Moscow (held positions
of President, Chairman of the Board of Directors,
and Chief Coordinator of Dresdner Bank Group
AG in Russia)

From 2006 — Managing Director of Nord-Stream
AG (Switzerland)

From 2011 — Member of the Rosneft Board of
Directors

Independent member of the Supervisory Board
of OJSC Bank VTB, member of the Supevisory
Board of Verbundnetz Gas Aktiengesellschaft;
Chairman of the Administrative Board of
GAZPROM Schweiz AG, Chairman of the Board
of Directors of OJSC AK Transneft and United
Company «Russian Aluminum», and member of
the Board of Directors of OJSC AB Russia.
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Nikolay
Laverov

Independent member of the Rosneft
Board of Directors, Chairman of the
Strategic Planning Committee

Born in 1930

In 1954 graduated from Moscow Institute of Non-
ferrous Metals and Gold named after M. . Kalinin.
Doctor of Geology and Mineral Science. Member
of the Russian Academy of Sciences. Professor.
Publications include 25 monographs and more
than 700 papers in Russia and abroad. Some of
his scientific publications and inventions were
marked with government and industry awards,
and medals and orders of distinction of other
countries

From 1991 to 2013 — Vice President of the Russian
Academy of Sciences, presidium member of the
Russian Academy of Sciences.

From 2013 — member of the Presidium of the
Russian Academy of Sciences

From 2012 — member of the Board of Directors
of Rosneft, until June 2013 was Deputy Chairman
of the Board of Directors.

Member of the OJSC Rosgeologiya Board of
Directors
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John
Mack

Independent member of the Rosneft
Board of Directors, Chairman of the
Audit Committee, member of the HR and
Remuneration Committee

Born in 1944
Graduated from Duke University

From 2005 to 2011 — held top positions at
Morgan Stanley (President, Chairman of the
Board of Directors)

From 2005 to 2009 — Director of IMG

In June 2013 was elected member of the Rosneft
Board of Directors.

Chairman of the Board of Directors of Tri Alpha
Energy, Chairman of the Trustee Board of New
York Presbyterian Hospital; member of the
Advisory Board of China Investment Corporation,
Advisor to Morgan Stanley Huaxin Securities, and
member of the Board of Directors of Bloomberg
Family Foundation, Corinthian Ophthalmic,
Enduring Hydro, and Glencore

ROSNEFT

Donald
Humphreys

Independent member of the Rosneft
Board of Directors, member of the Audit
Committee and of the Strategic Planning
Committee

Born in 1948

Graduated from Oklahoma State University;
Wharton School; University of Pennsylvania

From 2006 to 2013 — finance aspects of
ExxonMobil Corporation (held positions of Senior
Vice President, Treasurer, Finance Director, was
member of the Governance Committee)

From 2006 to 2013 — Treasurer, member of the
Board of Directors of NPO Junior Achievement
Worldwide

In June 2013 was elected member of the Rosneft
Board of Directors

Member of the Board of Directors of the Texas
Parks and Wildlife Foundation, member of the
Board of Directors of the Ross Perot Nature and
Science Museum

Corporate governance
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BOD MEMBERS ATTENDANCE OF BOD AND BOD COMMITTEE MEETINGS IN 2013

Matthias Warnig X X 35/35 6/6 8/8

Nikolay Laverov X X 35/35 5/5
Alexander Nekipelov X 35/35 5/5
Igor Sechin X 35/35

Mikhail Kuzovlev X 1313 2/2 2/2
Hans-Joerg Rudloff X X 13/13 3/3 2/2
Sergey Shishin X X 1313 3/3 2/2
Dmitry Shugaev X 1313 2/2
llya Shcherbovich X 13/13 2/2

Robert Dudley X 21/22 3/3
Andrey Kostin X 22/22 3/3 6/6
John Mack X X 22/22 3/3 6/6
Donald Humphreys X X 22/22 3/3 3/3
Sergey Chemezov X 22/22 3/3

Note: the first figure shows the number of meetings which the Director attended; the second figure shows the total number of meetings which the Director could
have attended in 2013.

Board of Directors Activities in 2013 members concurrently holding positions e matters related to defining the Compa-
in governance bodies of other organiza- ny’s position with respect to election

In 2013, the Board of Directors held tions — 7 (@appointment) and early termination of

35 meetings (7 — in presentio, 28 —in the powers of the Sole Executive Body

absentia) which reviewed and took deci- approval of performance indicators and of key entities of the group — 6
sions on various aspects of the Compa- senior managers’ performance — 2
ny’s business".

matters related to preparing and holding
execution/approval of transactions which the Annual and Extraordinary General

During the reporting period, the Board fall within the remit of the Board of Direc- Meetings of Shareholders — 20

of Directors reviewed the following tors in accordance with the Company

matters?(as falling within the remit of Charter — 49 e approval of Company internal regulatory
the Board of Directors in accordance documents — 13

with Article 65 of the Federal Law on e placement of bonds and approval of

Joint-Stock Companies, as well as other issuance documents (resolutions on ¢ resolution on amending the Company
matters within the Board remit concern- issuing securities and listing prospec- Charter as regards creation of branches,
ing the Company’s routine business: tus) =1 opening and dissolution of Company

representative offices — 1

organization of the Board of Directors’ approval of performance indicators for
and of the Board Committees’ work — 10 and performance of General Directors of participation in companies’ charter
key entities of the group — 2 capital — 2

cooperation and execution of business
projects — 38

approval, adjustment, and delivery of the e joining entities of the group to the con-
Company business plans — 2 solidated taxpayer group — 1
composition of the Company Manage-
ment Board and Management Board

changes of the organizational structure — 2

1. The procedure for convocation and holding of Board of Directors meetings and for taking decisions by voting in absentia is determined by the Regulation on
the Rosneft Board of Directors.

2. Meeting date, Minutes number: 25.01.2013 N°8; 11.02.2013 N°9; 18.02.2013 N°10; 04.03.2013 N°11; 05.03.2013 N°12; 21.03.2013 N°13; 31.03.2013 N°14;
30.04.2013 N°15; 06.05.2013 N°16; 28.05.2013 N°17; 31.05.2013 N°18; 15.06.2013 N°19; 19.06.2013 N°20; 20.06.2013 N°1; 19.07.2013 N°2; 02.08.2013 N°3;
30.08.2013 N°4; 12.09.2013 N°5; 18.09.2013 N°6; 22.09.2013 N°7; 26.09.2013 N°8; 29.09.2013 N°9; 30.09.2013 N°10; 11.10.2013 N°11; 16.10.2013 N°12; 1810.2013
N©13; 3110.2013 N°14; 08.11.2013 N°15; 12.11.2013 N°16; 30.11.2013 N°17; 06.12.2013 N°18; 10.12.2013 N°19; 12.12.2013 N°20; 20.12.2013 N°21; 24.12.2013 N°22.
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e approval of the consolidated list of enti-
ties of the group and of the liquidation/
reorganization program — 2

Information concerning the most import-
ant matters was disclosed by the Com-
pany in press releases® and in the form
of communications on material facts®.

The Rosneft Board of Directors
Committees

An important prerequisite for the Board
of Directors’ efficient performance

is the creation of Board committees
charged with preliminary consideration
of important issues and preparation of
recommendations thereon to the Board
of Directors.

The Company has three Board Commit-
tees that the Board of Directors relies on
in reviewing matters within its remit:

¢ the Audit Committee is designed to
assist the Board of Directors in efficiently
performing its functions with respect to
financial and economic control of the
Company’s activities;

e the HR and Remuneration Committee
designed to help create a transparent
and effective practice of recruiting
high-skilled professionals to manage the
Company, as well as creating incentives
for their successful performance;

the Strategic Planning Committee

is designed to be instrumental in
improving the Company’s long-term
performance.

When taking a decision on the creation
and composition of its committees,

the Board of Directors is governed by
the Company Charter and the internal
Regulations on the Board of Directors
Committees.

As of 31 December, 2013, all the Board
of Directors Committees were com-
posed of non-executive directors and
chaired by independent directors as
stipulated by the Company Charter.
Following corporate governance
practices, each Board Committee has
at least three highly qualified members
who have substantial experience in the
respective area.

3. http://rosneft.ru/news/pressrelease/

The Committees working in the report-
ing year were formed by the Board of
Directors elected in June 2013.

BOARD COMMITTEES
ACTIVITIES IN 2013

The Audit Committee

The Audit Committee worked based on
six-month plans. During the reporting
period, the Committee met 6 times, in-
cluding 3 times in presentio and 3 times
in absentia.

The Audit Committee carried out quar-
terly preliminary reviews of Rosneft’s
consolidated financial accounts (IFRS)
and reviewed the findings of the audit or
of the overview of the said accounts.

During the reporting period, the Commit-
tee also reviewed:

approval of the Company Policy on the
Internal Control and Risk Management
System. The Policy sets goals, objectives
and principles for the Company’s inter-
nal control system and allocates powers
and responsibilities within the system
(the Policy has replaced the Regulation
on Internal Control of Rosneft Finances
and Business Operations). The Policy

is designed to ensure implementation
and maintenance of an efficient system
of internal control and risk management
commensurate to the scale and com-
plexity of the Company’s business and
following global best practices aimed

at helping the Company to achieve its
goals. The Committee recommended
that the Board of Directors approve the
document as compliant with the Russian
Federation statutory requirements and
the applicable anti-corruption laws of
the UK and any other jurisdiction where
the Company operates or planning to
operate;

(on a preliminary basis, jointly with

the Audit Commission) 2012 Internal
Audit Commission findings (including
the findings of the audits of Company
finances and business operations, an-
nual accounts, and Annual Report data
accuracy); recommendations to the An-
nual General Meeting of Shareholders
concerning distribution of the Company
income, the amount and procedure of
2012 dividend payment; Rosneft external

4. http://rosneft.ru/Investors/information/importantnotices/

ROSNEFT
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auditor’s opinion on the 2012 financial
accounts (including subdivisions and
subsidiaries);

results of the auditor selection tender
giving its opinion of the candidates for
auditing Rosneft’'s and its subsidiaries’
financial accounts and consolidated
financial accounts in accordance with
Russian Accounting Standards (RAS),
and making recommendations as to the
auditor’s fees in 2013;

and recommended that the Board of
Directors set the price for certified
non-convertible commercial rated de-
mand bonds.

On top of that, the Committee pre-
pared recommendations to the Board
of Directors on the following issues:
preliminary approval of the 2012 Annual
Report and Annual Financial Accounts,
the 2012 profit and loss distribution and
the amount and process of the 2012
dividends payment.

The Committee Chairman had regular
working meetings with Rosneft senior
managers, representatives of external
auditors, and the Head of the Internal
Audit and Control Department.

The HR and Remuneration Committee

The Committee worked based on six-
month plans and during the reporting
period had eight meetings.

The Committee prepared recommenda-
tions for the Board of Directors to take
decisions on the following issues:

approval of senior managers’ perfor-
mance indicators for 2013;

approval of senior managers’ perfor-
mance and annual remuneration in 2012;

approval of individual performance indi-
cators for the General Directors of, and

collective indicators for, the Key entities
of the group for 2013;

defining the Company’s position regard-
ing the size of annual bonuses for the
General Directors of the Key entities of
the group;

composition of the Rosneft Business
Ethics Board;
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Audit Committee + John Mack (Chairman)
- Matthias Warnig
+ Andrey Kostin
« Donald Humphreys

auditors

Audit Commission
structural sub-
divisions carrying out
internal control and
audit functions
executive bodies

ensuring BoD involvement in exercising financial and operational control of
the Company

review of auditor candidates, assessment of the auditor’s opinion, audit quality -«
and observance of audit independence

assessment of the efficacy of internal control and risk management
procedures and preparing proposals for their improvement

preliminary review of the Company’s financial accounts

oversight of the completeness and accuracy of the Company’s tax, financial
and management accounting

oversight of the efficiency of structural subdivisions which perform internal
control and audit functions;

HR and - Matthias Warnig
Remuneration (Chairman)
Committee « Andrey Kostin

+ John Mack

Committee members
cannot participate

in evaluating their
own performance
and setting their own
remuneration

structural sub-division
responsible for HR
policy;

executive bodies

ensuring that highly qualified professionals are hired to manage the Company
and creating necessary incentives for their successful performance
participation in HR policy formation, in designing principles and criteria for
determining the size of remuneration and compensation to Board of Directors  «
and Management Board members, the Company President and senior
executives

participation in developing a long-term incentive program for Company
employees

reviewing reports on the Company’s sustainable development prepared in
compliance with international standards

jointly with the HR Department, conducting preliminary assessment of
candidates for key positions, and also preliminary approval of the forms and
amounts of remuneration, compensation and other payments to the said
persons

Strategic Planning
Committee

Nikolay Laverov
(Chairman)

Robert Dudley,
Alexander Nekipelov
Donald Humphreys,
Sergey Chemezov

- structural sub-
divisions engaged in
strategic planning;

« executive bodies

defining the Company’s strategic goals and developing its business priorities
ensuring the process of business planning and budgeting, and monitoring
their delivery

review and preparation of recommendations to the Board of Directors
concerning the Company’s strategic development and management
monitoring and assessment of efficiency of Board of Directors-approved
strategy delivery

assessment of the efficiency of the Company’s collaboration with investors
analysis of and informing the Board of Directors on the main trends in

the economic policy of the Russian Government concerning the sector of
business where the Company operates

analysis of proposals by structural subdivisions responsible for strategic
planning where it concerns approval, amendment, and implementation of the
Company development strategy

review of strategic investment projects

e review of the Rosneft 2012 sustainability
report;

changes in the Rosneft organization
structure;

As part of the work on forming the
Company’s new organization and also
as part of the annual performance-based
benefits program for the Company
personnel, the Committee Chairman had
regular working meetings with Rosneft
senior managers and the Head of the
HR Department.

The Strategic
Planning Committee

The Committee worked based on six-
month plans and during the reporting
period had five meetings.
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is designed to define the main pricing
principles and the general sale process
enabling efficient export and domestic
sales of the Company’s crude hydrocar-
bons and refined products compliant
with the applicable legislation of the
Russian Federation;

The Committee prepared recommenda-
tions for the Board of Directors to take
decisions on the following issues:

approval of the 2012 report on the Ros-
neft Innovative Development Program
delivery status;

approval of the Company’s Policy on
Managing Temporary Funds. The Policy
sets goals, objectives and principles of
the organizing management of the Com-
pany’s temporary funds and financial
instruments in order to efficiently place
such temporary funds.

approval of the Company Policy on
Pricing of, and Procedure for, Export and
Domestic Sale of Crude Hydrocarbons,
Refined Petroleum Products and Pet-
rochemical Products and the Company
Standard on Organizing Tenders for
Export and Domestic Sale of Crude
Hydrocarbons, Refined Petroleum Prod-
ucts and Petrochemical Products. The
Policy sets the main pricing principles
(algorithm) and a general process for
product export and sale on the territory
of the Russian Federation. The Policy

approval of the Company Policy on
Solvency Management;

e placement of securities;

ROSNEFT



expected 1H 2013 financial and opera-
tional performance of the Company;
During the reporting period, the Com-
mittee Chairman had regular working
meetings with the Company’s senior
managers and heads of structural
subdivisions involved in the process

of business planning and Company strat-
egy development.

ROSNEFT EXECUTIVE BODIES

Management of Rosneft’s current busi-
ness is the responsibility of the Compa-
ny’s executive bodies: the Management
Board (Collegial Executive Body) and
the Company President (Sole Executive
Body), both accountable to the Compa-
ny Board of Directors and the General
Meeting of Shareholders.

The hierarchy and activities of Rosneft
governance bodies are regulated by:

OJSC Rosneft oil company’s Charter;

the Regulation on the Collegial Exec-
utive Body (Management Board), ap-
proved by Rosneft's General Meeting of
Shareholders on 19 June 2009 (unnum-
bered minutes dated 29 June 2009);

the Regulation on the Sole Executive
Body (President), approved by Rosneft's
General Meeting of Shareholders on 19
June 2009 (unnumbered minutes dated
29 June 2009y,

Rosneft’s Code of Corporate Conduct,
approved by the Company Board of
Directors (Minutes No. 6 dated 17 May
2006), as amended and approved by
the Board of Directors on 22 May 2007
and 30 December 2011.

THE ROSNEFT
MANAGEMENT BOARD

In accordance with clause 12.3 of the
Company Charter, members of the
Management Board are appointed

by the Board of Directors for a period
of three years. The procedure for the
Management Board’s formation and
requirements as to the professional
qualifications of its members (including
education and work experience) are
established by the Company’s relevant
internal documents.

In 2013 the membership of the Company
Management Board changed as follows:

ROSNEFT

early termination (from 11 February 2013)
of the powers of Gani Gilayev as a Man-
agement Board member; appointment
of Yuriy Kalinin and Andrey Votinov as
new Management Board members from
12 February 2013 (Minutes No. 9, dated
13 February 2013, of the meeting of the
Board of Directors on 11 February 2013);

termination (from 19 July 2013) of the
powers of Dmitriy Avdeyev as a Man-
agement Board member, appointment
of lgor Maydannik as a new Manage-
ment Board member from 19 July 2013
(Minutes No. 2, dated 22 July 2013, of
the meeting of the Board of Directors on
19 July 2013);

from 18 September 2013, increase in
the Management Board’s membership
from 11to 13 persons, termination of the
powers of Eduard Khudainatov as a
Management Board member and Dep-
uty Chairman, appointment of Eric Liron
and Svyatoslav Slavinskiy as new Man-
agement Board members, appointment
of Rashid Sharipov as a Management
Board member and Deputy Chairman
(Minutes No. 6, dated 23 September
2013, of the meeting of the Board of
Directors on 18 September 2013).

The President of Rosneft

In accordance with clause 11.3 of the
Company Charter, President is appoint-
ed by the Board of Directors for a period
of three years.

By virtue of the Company Board of Di-
rectors resolution (Minutes No. 22 dated
23 May 2012) Igor Sechin was appointed
President for a period of three years.

Corporate governance
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MEMBERS OF THE ROSNEFT
MANAGEMENT BOARD*

(as of 31 December 2013)

Igor
Sechin

President and Chairman

of the Management Board
of Rosneft, Deputy Chairman
of the Rosneft Board

of Directors

Born in 1960,

In 1984 graduated from Leningrad

State University. Doctoral Candidate in
Economics. Has government and industry
awards.

From 2000 to 2004 — Deputy Head
of the Russian Federation President’s
Administration

From 2004 to 2008 — Deputy Head

of the Russian Federation President’s
Administration, Aide to the President of
the Russian Federation.

From 2004 to 2011 — Chairman of the
Rosneft Management Board

From 2008 to 2012 — Deputy Chairman
of the Government of the Russian
Federation

From May 2012 — President, Chairman of
the Management Board of Rosneft.

From November 2012 — Member of the
Rosneft Board of Directors

From 2013 - Deputy Chairman of the
Board of Directors of Rosneft.

From 2013 — President of OJSC RN
Management (prior to change of
name — OJSC TNK-BP Management
(concurrently)

Chairman of the Board of Directors of
OJSC ROSNEFTEGAZ, LLC RN-CIR,
OJSC Inter RAO, LLC National Oil
Consortium; member of the Board of
Directors of Rosneft Limited and Saras
S.p.A., Chairman of the Supervisory Board
of LLC CSKA Professional Hockey Club

Rashid
Sharipov

Deputy Chairman of Rosneft’'s
Management Board, Vice
President, Head of Rosneft
President Office

Born in 1968

In 1991 graduated from Moscow State
Institute for International Relations, in
1993 from California Western School

of Law. Master of Law

From 2006 to 2013 — Deputy General
Director of LLC KFK-Consult

From September 2013 — Vice President,
Head of Rosneft President Office, Deputy
Chairman of Rosneft's Management
Board

From 2013 — President of OJSC RN
Holding (concurrently)

Eric
Maurice Liron

First Vice President

Born in 1954

In 1980 graduated from the School of
Radio Engineering, Electronics and
Computer Science (Paris, France)

From 1980 to 2000, held different
executive positions at Schlumberger,
managing comprehensive projects in the
Middle East, Africa and the Asia-Pacific
Region

From 2000 to 2005 — Manager of
Comprehensive Projects in Russia,
Manager of Oilfield Services at
Schlumberger Oilfield Services (Russia)
for the Sibneft project

From 2006 to 2013 — held various
executive positions at OJSC TNK-BP
Management, including Vice President,
Wells

From April 2013 — Vice President, Drilling,

Completions and Oilfield Services,
Rosneft

From July 2013 — First Vice President,
Upstream, Rosneft

From September 2013 — Member of
Rosneft’s Management Board

Chairman of the Board of Directors of
OJSC Udmurtneft and LLC Taas-Yuriakh
Neftegazodobycha

Larisa
Kalanda

State Secretary,
Vice President

Born in 1964

In 1985 graduated from Sverdlovsk
Institute of Law, majoring in
jurisprudence. In 1994 completed a
postgraduate course at the Institute
of Philosophy and Law of the Belarus
Academy of Sciences. Distinguished
Lawyer of the Russian Federation

From 1997 — Deputy Head of the Legal
Division, OJSC TNK and OJSC TNK-BP
Management

From 2003 to 2006 — Vice President,
Legal, OJSC TNK-BP Management
From 2006 to 2012 — Vice President,
Legal Support of Company Business,
Rosneft; from February 2011 — Corporate
Property and Corporate Governance
From 2007 — Acting General Director of
0OJSC ROSNEFTEGAZ

From 2009 to May 2012 — Deputy
Chairman of Rosneft's Management
Board

From May 2012 — Member of Rosneft’s
Management Board

From December 2012 — State Secretary,
Vice President, Government Relations,
Rosneft

From 2013 — Senior Vice President,
Russian Government Relations, OJSC RN
Management (previously OJSC TNK-BP
Management) (concurrently)

Member of the Board of Directors of

0OJSC ROSNEFTEGAZ, OJSC RN Holding,

member of the Board of Directors of
Rosneft Limited and Taihu Limited

Andrey
Votinov

Vice President, Capital
Construction

Born in 1971

In 1993 graduated from Krasnodar
Higher Missile Troops Military
Engineering School, in 2003 completed
a post-graduate course at Kuban State
University of Technology, in 2009
graduated from Gubkin State Oil and
Gas Academy, in 2011 received an MBA
degree from Moscow State Institute for
International Relations (under the Ministry
of Foreign Affairs). Doctoral Candidate
of Technical Science.

Recipient of industry awards:
Commendation from the Russian

Ministry of Industry and Energy
« Honorary Certificate from the Russian
Ministry of Energy

From 1994 — held various positions at
RN-Tuapsenefteprodukt LLC

From 2008 — General Director, LLC
RN-Tuapsenefteprodukt

From 2009 — Director of the Krasnodar
Regional Representative Office of LLC
RN-Bunker

From 2010 — General Director, Chairman
of the Management Board of LLC RN-
Tuapse Refinery

From December 2012 — Acting Vice
President, Rosneft

From March 2013 — Vice President,
Capital Construction, Rosneft

From 2013 — General Director of LLC RN-
East Siberia, CJSC Krasnoyarskgeofizika
and LLC RN-SpetsStroy, and Acting
General Director of LLC RN-Stroy

From February 2013 — Member of
Rosneft's Management Board

Chairman of the Board of Directors

of LLC SamaraNIPIneft, OJSC
Angarskneftekhimproekt, OJSC
Samaraneftekhimproekt, OJSC SvNIINP,
member of the Board of Directors of
LLC Krasnoleninsk Oil Refinery, LLC
RN-CIR, OJSC TomskNIPIneft, OJSC
Sakhalinmorneftemontazh



Yuriy
Kalinin

Vice President,
HR and Social

Born in 1946

In 1979 graduated from Kursky Saratov
Institute of Law.

Recipient of government and industry
awards:

Order of Service to the Fatherland,
Grade Il

Order of Service to the Fatherland,
Grade Il

Order of Service to the Fatherland,
Grade IV

Two Orders of Valor

Order of the Red Banner of Labor
Labor Veteran Medal

Distinguished Lawyer of the Russian
Federation

Ivan Kalita Order

other government and industry awards

From 1992 to 1997 — Head of the Chief
Department of Correction, Russian
Ministry of Internal Affairs

From 1997 to 1998 — Deputy Department
Head, Ministry of Justice of the Russian
Federation

From 1998 to 2004 — Deputy Minister of
Justice of the Russian Federation

From 2004 to 2009 — Director, Federal
Penal Enforcement Service of Russia
From 2009 to 2010 — Deputy Minister of
Justice of the Russian Federation

From March 2010 to October 2012 —
Representative of the Penza Regional
Legislative Assembly in the Federation
Council of the Russian Federal Assembly
From December 2012 — Vice President,
Rosneft

From March 2013 — Vice President, HR
and Social, Rosneft

From February 2013 — Member of
Rosneft’'s Management Board

From 2013 — Senior Vice President, HR
and Organizational Development, OJSC
RN Management (previously OJSC TNK-
BP Management) (concurrently)

Chairman of the Board of Directors

of OJSC RN Holding; member of the
Board of Directors of Rosneft Limited
and Martanco Holdings Co. Limited,
member of the Foundation Board of NPF
NEFTEGARANT
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Vice President,
Commerce and Logistics

Born in 1966

In 1991 graduated with distinction from
the University of Ghent (Belgium), in 1992
from the University of Ghent (Belgium)/
University of Lisbon (Portugal). Fluent in
seven languages.

From 1996 — held executive positions

at BP

From 2005 to 2012 — held executive
positions at TNK-BP

In 2010 — Chief Executive Officer, LLC
TNK-BP Commerce, Ukraine

In 2010 — Director, member of the Board
of Directors of the US Chamber of
Commerce in Ukraine

In 2011 — Director, member of the Board
of Directors of the UK-Ukraine Chamber
of Commerce in Ukraine

From May 2012 — Vice President, Rosneft
From June 2012 — Member of Rosneft’s
Management Board

From March 2013 — Vice President,
Commerce and Logistics, Rosneft

Deputy Chairman, Procurement

and Marketing Committee, Ruhr

QOel GmbH; Chairman of the Board

of Directors of CJSC TZS, LLC
RN-Trade, LLC RN-Sheremetyevo,
OJSC Buryatnefteprodukt, OJSC

NK Rosneft — Altaynefteprodukt,

OJSC NK Rosneft — Karachayevo-
Cherkessknefteprodukt, OJSC NK
Rosneft — Smolensknefteprodukt, OJSC
NK Rosneft — Kubannefteprodukt, OJSC
NK Rosneft — Kurgannefteprodukt,
OJSC NK Rosneft — Artag, CJSC East
Siberian Fuel Company, OJSC NK
Rosneft — Yamalnefteprodukt; member
of the Board of Directors of CJSC ATK,
LLC NGK ITERA, LLC RN-CIR, OJSC

RN Holding, LLC Krasnoleninsk Oil
Refinery, CJSC Company PARKoil,
0OJSC Murmansknefteprodukt, OJSC NK
Rosneft — Stavropolye, OJSC Saratov
Oil Refinery, OJSC NGK Slavneft, 0JSC
Slavneft-YaNOS, Rosneft Limited, Rosneft
Trade Limited, TNK Trading International
S.A, Rosneft Trading S.A., Rosneft Global
Trade S.A, Lanard Holdings Limited, SIA
ITERA Latvia

Corporate governance

Igor
Maydannik

Vice President, Legal
Support of Business

Born in 1965

In 1987 graduated from the Lomonosov
Moscow State University

From 1987 to 1991 — held various
positions in the Prosecutor’s Offices of
Moscow and the USSR

From 1996 to 1998 — Head, Legal Service,

OJSC Alpha-Eco

From 1998 to 2003 — Director, Legal
Department, OJSC TNK

From 2003 to 2013 — Head of the Legal
Function, OJSC TNK-BP Management,
Executive Vice President, Legal, OJSC
TNK-BP Management

From April 2013 — Vice President, Legal
Support of Business, Property and
Corporate Governance, Rosneft

From September 2013 — Vice President,
Legal Support of Business, Rosneft
From 2013 — Deputy Executive Director,
Legal Support, OJSC RN Management
(previously OJSC TNK-BP Management)
(concurrently)

From July 2013 — Member of Rosneft’s
Management Board

Member of the Board of Directors of
OJSC RN Holding

Igor
Pavlov

Vice President, Refining and
Petrochemical Business

Born in 1967

In 1995 graduated from Angarsk
Technology Institute, in 2001 from

Irkutsk State Academy of Economics,

in 2011 from Moscow State Institute for
International Relations (under the Ministry
of Foreign Affairs)

From 1989 to 2008 — began as a process
unit operator and rose to Director of

the Lubricants Plant, OJSC Angarsk
Petrochemical Company

From 2008 to 2012 — General Director,
OJSC Achinsk Refinery (Vostochnaya
Neftianaya Kompaniya)

From 2012 to 2013 — Acting General
Director of OJSC NK Rosneft — KBTK
From March 2012 — Vice President of
Rosneft

From June 2012 — Member of Rosneft’s
Management Board

From March 2013 - Vice President,
Refining and Petrochemical Business,
Rosneft

In 2013 — Chief Executive Vice President,
Downstream, OJSC RN Management
(previously OJSC TNK-BP Management)
(concurrently)

Chairman of the Board of Directors of
OJSC Achinsk Refinery (Vostochnaya
Neftianaya Kompaniya), LLC
Krasnoleninsk Oil Refinery, OJSC Saratov
Qil Refinery, OJSC Slavneft-YaNOS,
Chairman of the Shareholder Committee
of Ruhr Oel GmbH, and member of

the Board of Directors of OJSC NK
Rosneft — KBTK, OJSC RN Holding,
OJSC Angarskneftekhimproekt, OJSC
Samaraneftekhimproekt, OJSC RN-CIR,
Rosneft Limited

*In 2012 Nail Mukhitov was appointed as the member of the Management Board, Vice
President - Head of the Security service of OJSC Rosneft

ROSNEFT

Zeljko
Runje

Vice President,
Offshore Projects

Born in 1954

Graduated with distinction from Alaska
State University

From 1979 to 1993 - held various
executive positions in Arctic drilling and
production projects in Alaska

From 1993 to 1997 — worked on oil
projects in Yemen, Algeria, Australia,
Thailand, Japan, Angola, Azerbaijan and
Turkmenistan

From 1997 to 2012 — held executive
positions in the Sakhalin-1 Project and
served as Vice President, ExxonMobil
Russia Inc.

From October 2012 — Vice President,
Rosneft

From March 2013 - Vice President,
Offshore Projects, Rosneft

From November 2012 — Member of
Rosneft's Management Board

From 2013 — Chief Executive Vice
President, Upstream, OJSC RN
Management (previously OJSC TNK-BP
Management) (concurrently)

Chairman of the Board of Directors of
LLC RN-Exploration, OJSC Tomskneft
VNK, Chairman of the Supervisory Board
of OJSC Rosneft-Sakhalin; member of
the Board of Directors of LLC Arctic
Research Center, LLC Vostok-Energy,
CJSC Rosshelf, OJSC RN Ingushneft,
CJSC Arcticshelfneftegaz, OJSC NK
Rosneft — Dagneft, OJSC Dagneftegaz,
CJSC RN-Astra, CJSC RN-Shelf-Dalniy

Vostok, CJSC Sakhalinmorneftegaz-Shelf,

LLC Caspian Oil Company, OJSC NGK
Slavneft, LLC RN-CIR, RN Nordic Oil AS
and Rosneft Limited

ROSNEFT

Svyatoslav
Slavinskiy

Vice President, Economics
and Finance

Born in 1970

In 1994 graduated from Lomonosov
Moscow State University, in 1995 from
I'Université Paris-Dauphine

From 1995 to 1998 — Director, Société
Générale (Paris, Moscow)

From 1998 to 2000 — Senior Analyst,
Expert, Salomon Smith Barney (Moscow,
London)

From 2000 to 2004 — Expert, Vice
President, Investment and Banking, for
the Machine Building Industry, Deutsche
Bank (London)

From 2004 to 2012 — held executive
positions with Citigroup, Head of

the Citigroup Petroleum Sector for
Europe, Middle East and Africa (EMEA)
(London); from 2012 — Head of Citigroup
Investment and Corporate Bank, Russia
and CIS

From April 2013 — Vice President,
Economics and Finance, Rosneft

From September 2013 — Member of
Rosneft's Management Board

Chairman of the Supervisory Board of
0OJSC Russian Regional Development
Bank, member of the Board of Directors
of OJSC RN Holding

Petr
Lazarev

Financial Director

Born in 1967

In 1990 graduated from Plekhanov
Moscow Institute of National Economy,
majoring in Finance and Credit

From 1990 to 1993 — held various
positions at the USSR Ministry of Finance
and the Russian Ministry of Economy and
Finance

From 1993 to 1995 — held various
positions in the Securities Department,
International Joint-Stock Bank of Savings
Banks

From 1996 to 1999 — held executive
positions at the commercial bank AKB
Tsentr, CJSC Finco-Invest Finance
Company and Russian Industrial Bank
From 2000 to 2004 — Head of the
Promissory Note and Investment Program
Section, Finance Department, Rosneft;
Deputy Director and Head of the
Securities Section, Finance Department,
Rosneft

From June 2004 to 2012 — Head of the
Treasury, Rosneft

From 2007 — General Director,

LLC Invest-M-com (previously LLC
YuKOS-Moscow)

From 2008 — General Director, CJSC
YuKOS-M

From June 2011 — Member of Rosneft's
Management Board

From February 2012 — Financial Director,
Rosneft

From 2013 — Executive Financial Director,
OJSC RN Management (previously OJSC
TNK-BP Management) (concurrently)
From 2013 — Financial Director, OJSC RN
Holding (concurrently)

Chairman of the Board of Directors of
OJSC Angarsk Catalyst and Organic
Synthesis Plant, OJSC Far Eastern Bank,
member of the Board of Directors of
Rosneft Limited, Rosneft International
Holdings Limited, Rosneft Industrial
Holdings Limited, Rosneft SH Investments
Limited, Rosneft Finance S.A., TOC
Investments Corporation, Taihu Limited,
OJSC RN Holding, LLC RN-Trade, LLC
NGK ITERA; Chairman of the Supervisory
Board of LLC Neftepromleasing;
Chairman of the Foundation Board of
NPF NEFTEGARANT; member of the
Supervisory Board of OJSC Russian
Regional Development Bank
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BOARD OF DIRECTORS
AND MANAGEMENT
REMUNERATION

616.4

THOUSAND SHARES
WERE TRANSFERRED

TO MEMBERS OF THE
BOARD OF DIRECTORS AS
REMUNERATION

BOARD OF DIRECTORS
REMUNERATION

The Federal Law on Joint-Stock
Companies stipulates that members

of the Board of Directors may be paid
remuneration and/or compensation of
their expenses associated with the per-
formance of their functions during the
period when they are in office. The Law
also stipulates that the size and proce-
dure for payment of such remuneration
and compensation shall be established
by a decision of the General Meeting of
Shareholders.

Remuneration Criteria

Criteria for setting remuneration levels
for members of the Board of Directors
are established by the Regulation on the
Procedure for Calculation and Payment
of Remuneration and Compensation of
Expenses to Members of the Board of
Directors (Regulation).

In accordance with the Regulation,
remuneration is paid to members of
the Board of Directors who have the
status of independent directors, to
members of the Board of Directors
who are authorized to represent the
interests of the Russian Federation
on the Board of Directors, except for
members of the Board of Directors

who have the status of public servants,

and to the Sole Executive Body of
Rosneft (President).

When setting the final amount of
remuneration for directors’ work in the
reporting period, the following factors
are taken into account:

actual participation in the Board’s work
as Chairman and member of the Board
of Directors;
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» actual participation in Board Committee

work as Committee Chairman and Com-
mittee member.

The Regulation stipulates the maximum
level of remuneration for members of
the Board of Directors for their work
during the reporting period; upon rec-
ommendation by the Board of Directors,
this level may be reduced, subject to the
Company’s financial situation.

The Board of Directors also makes rec-
ommendations as to whether remuner-
ation will be paid in the form of cash or
Company shares.

Rosneft compensates all expenses as-
sociated with the performance by Board
members of their functions (accom-
modation, meals, travel, including VIP
lounge services, and other payments
and tariffs for air and/or rail transport
services) as well as expenses incurred
by a member of the Board of Directors
in connection with a lawsuit brought

by third parties (including expenses for
court remedy, etc.), if the grounds for
such a lawsuit were actions taken by a
Board member in the interests of the
Company. The Company also compen-
sates expenses which may be incurred
by a member of the Board of Directors in
connection with administrative, criminal
or other proceedings arising from his or
her activities as a Board member.

Based on a recommendation of Ros-
neft’s Board of Directors dated 30 April
2013 (Minutes No. 15 dated 6 May
2013), the General Meeting of Share-
holders on 20 June 2013 resolved to
approve remuneration for the following
members of the Board of Directors for
the period when they performed their
duties by transferring to them the fol-
lowing amounts of Rosneft shares:

ROSNEFT



Matthias Warnig — 76,373 shares (for
the periods from 20 June 2012 to 30
November 2012 and from 30 November
2012 to 20 June 2013);

Mikhail Kuzovlev — 76,373 shares (for
the periods from 20 June 2012 to 30
November 2012 and from 30 November
2012 to 20 June 2013);

Nikolay Laverov — 75,009 shares (for
the periods from 20 June 2012 to 30
November 2012 and from 30 November
2012 to 20 June 2013);

Alexander Nekipelov — 85,920 shares
(for the periods from 20 June 2012 to 30
November 2012 and from 30 November
2012 to 20 June 2013);

Hans-Joerg Rudloff — 79,101 shares (for
the periods from 20 June 2012 to 30
November 2012 and from 30 November
2012 to 20 June 2013);

Sergey Shishin — 79,101 shares (for

the periods from 20 June 2012 to 30
November 2012 and from 30 November
2012 to 20 June 2013);

Dmitriy Shugaev — 72,282 shares (for
the periods from 20 June 2012 to 30
November 2012 and from 30 November
2012 no 20 June 2013);

lliya Shcherbovich — 72,282 shares (for
the periods from 20 June 2012 to 30
November 2012 and from 30 November
2012 to 20 June 2013).

The AGM also approved payment of
compensation for expenses incurred in
connection with Board members’ perfor-
mance of their functions — specifically,
expenses for accommodation, meals,
travel (including VIP lounge services)
and other payments and tariffs for air
and/or railway transport services.

ROSNEFT

Remuneration to members of the Board
of Directors in the form of Company
shares helps to align the financial
interests of directors with the long-term
financial interests of the Company and
its shareholders.

ROSNEFT MANAGEMENT
REMUNERATION

Remuneration paid to senior manage-
ment (president, first vice president, vice
presidents and officers of equivalent
rank) and to the heads of Rosneft’s
stand-alone subdivisions consists of a
monthly salary and an annual bonus.

No additional remuneration is paid to
Company managers for their work on
Rosneft’'s governance bodies or its
subsidiaries and affiliates (Rosneft’s
Management Board, boards of directors
of subsidiaries).

The size of managers’ monthly salary
is stipulated in employment contracts
entered into when managers are hired.

An annual bonus is paid to managers,
subject to a decision by the Board of
Directors based on the Company’s
performance in the reporting year. The
bonus consists of two parts: one part
relating to the manager’s individual
performance and the other part relating
to team performance (by the relevant

business and the Company as a whole).

The annual bonus of the Company
President is established subject to the
achievement of individual performance
indicators, which correspond to the
key performance indicators of the
Company.

Performance indicators are approved
and their achievement is reviewed as
follows:
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performance indicators are developed
on the basis of the Company’s develop-
ment strategy and its objectives in the
reporting year;

team performance indicators and indi-
vidual performance indicators for senior
managers are approved by Rosneft’s
Board of Directors;

individual performance indicators for
heads of standalone subdivisions are
approved by Rosneft's Management
Board;

upon completion of the reporting year,
individual and team performance is mea-
sured by the appropriate subdivisions,
using audited consolidated financial
accounts and management accounts;

bonuses for senior managers are ap-
proved by Rosneft's Board of Directors,
and bonuses for heads of standalone
subdivisions are approved by the Man-
agement Board.

The structure of remuneration paid to
Company management (ratio of fixed to
variable parts) corresponds to generally
accepted international practice.

A bonus may be paid to senior manag-
ers as well as to other employees for
an outstanding contribution to Compa-
ny development during the reporting
period.
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INTERNAL CONTROL

AND AUDIT

Rosneft has in place a system of
control over financial and business
activities that includes the Internal
Audit Commission, the Board Au-

dit Committee, governance bodies,
Company management and the
internal audit and control function. The
existing subordination and interaction
arrangements applicable to the control
system elements provide the level of
independence required for its efficient
functioning and is in line with the best
international practices in this area.

MEMBERS FORMED
THE INTERNAL AUDIT
COMMISION

AS OF DEC. 31, 2013

THE INTERNAL AUDIT COMMISSION

The Internal Audit Commission is a key
body in Rosneft’s system of control over
financial and business activities. The
Company has in place Internal Audit
Commission Regulations, a revised ver-
sion of which was approved by Rosneft’'s
General Shareholders’ Meeting on June
19, 2009 (unnumbered minutes dated
June 29, 2009).

An Internal Audit Commission of five
members is elected by the General
Shareholders Meeting for the period
until the next annual general sharehold-
ers’ meeting. A Company shareholder or
any person nominated by a shareholder
may be a member of the Internal Audit
Commission. Internal Audit Commis-
sion members cannot concurrently be
members of the Board of Directors or
hold other positions in the Company’s
governance bodies. The Internal Audit
Commission’s primary function is to
exercise control over Rosneft’s financial
and business operations as well as over
Company bodies, officials, units and
functions, branches and representative
offices.

Reviews of Rosneft’s financial and busi-
ness operations shall be undertaken
based on the annual results (scheduled
review) or at any time as decided or
requested by persons authorized to ini-
tiate such a review in accordance with
the applicable law/Charter (unsched-
uled review). An unscheduled review of
the Company’s financial and business
operations may be undertaken at any
time at the initiative of the Internal Audit
Commission, by decision of the general
shareholders’ meeting or the Board of
Directors, or as requested by a share-
holder(s) holding in aggregate at least
10% of the Company’s voting stock.
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The following shall fall within the Internal
Audit Commission’s terms of reference:

review of Company financial documen-
tation, financial statements and property
inventory reports as well comparisons of
these documents to source accounting
documents;

analysis of the correctness and com-
pleteness of financial, tax, management
and statistical accounting;

review of compliance with the Com-
pany’s financial and business plans, as
approved by the Board of Directors;

review of compliance with the proce-
dure for the distribution of Company
profits from the reporting financial year,
as approved by the general sharehold-
ers meeting;

analysis of the Company’s financial posi-
tion, solvency, the liquidity of its assets,
debt-to-equity ratio, net assets to charter
capital ratio, identification of opportuni-
ties to improve the Company’s economic
position, and development of recom-
mendations for governance bodies;

review to determine whether payments
to suppliers of products and services,
payments to government budget and
non-budgetary funds, dividend accruals
and distributions, bond interest and
repayment of other obligations are per-
formed in a correct manner;

confirmation of the accuracy of data in-
cluded in the Company’s annual report,
annual financial statements, tax and
statistical filings, government filings;

verification that the CEO has the legal

capacity to enter into contracts on behalf
of the Company;

ROSNEFT



verification that decisions made by the
Board of Directors, CEO, Management
Board and liquidation committee are val-
id and conform to the Company Charter
and decisions of the general sharehold-
ers’ meeting;

analysis of whether the general meet-
ing’s decisions are in compliance with
the law and the Company charter.

In the reporting period 3 meetings of the
Internal Audit Commission were held.

In accordance with the approved 2013-
2014 work plan and methodological rec-
ommendations on organizing the check-
ing process for the Audit Commission of
joint-stock companies with the participa-
tion of the Russian Federation, approved
by Order No. 254 of the Federal Agency
for Management of State Property dated
26 August 2013, the Internal Audit Com-
mission undertook a desktop review of
Rosneft’s financial and business opera-
tions and issued opinions on its review
of the annual financial statements and
on the accuracy of the data presented

in the annual report.

Internal Audit Commission member-
ship (as of December 31, 2013)

By a decision of Rosneft's General
Shareholders Meeting dated June
20, 2013, the following persons were
elected members of the Internal Audit
Commission:

Mikhail Kuzovlev

(Chairman)

Year of birth: 1966

Education: higher

Entity: OJSC Bank of Moscow
Position: CEO and Management Board
Chairman, member of the Board of
Directors

Oleg Zenkov

Year of birth: 1977

Education: higher

Entity: Federal Agency for Management
of State Property (Rosimushchestvo)
Position: Deputy Head of the Regio-

nal Agency Oversight Division, Aide

to the Deputy Minister — Head of
Rosimushchestvo

Aleksey Mironov

Year of birth: 1976
Education: higher

Entity: LLC “bIB”

Position: General Director

ROSNEFT

Georgy Nozadze

Year of birth: 1979

Education: higher

Entity: The Executive Office of the Presi-
dent of the Russian Federation

Position: Assistant, Expert Office of the
President of the Russian Federation

Alexander Yugov
Year of birth: 1981
Education: higher

Internal Audit Commission members did
not receive remuneration in the report-

ing year for their service on the Internal
Audit Commission.

BOARD AUDIT COMMITTEE

The Board Audit Committee’s member-
ship and proceedings are governed by
the Regulations on Rosneft Board Com-
mittee Membership and Proceedings
and the Rosneft Board Audit Committee
Regulations, approved by decision of
the Company’s Board of Directors on
October 18, 2008 (Minutes No. 5).

In addition to the core functions indicat-
ed in the table on Page 110, the Commit-
tee also does preliminary reviews of and
drafts decisions of Board decisions on
the following matters:

preliminary approval of the Company’s
annual report;

determination of the amount of auditor’s
fees;

recommendations to the general
shareholders’ meeting on the procedure
for distributing financial year profits

and losses and on the share dividend
amount and payment procedure;

agreement of Company internal risk
management procedures, analysis of
their effectiveness and assurance that
they are complied with;

approval of the regulations governing
internal control over Company financial
and business operations, including
approval of the regulations on internal
business control, desktop audits and
reviews;

approval of major transactions in cir-
cumstances referred to in the Federal
Law “On Joint-Stock Companies” and
non-standard transactions or deals (not
provided for in the Company’s financial
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and business plans) that result or may
result in adjustments to the Company
financial and business plan;

decisions to have the Company’s finan-
cial and business activities reviewed by
the Internal Audit Commission.

INTERNAL AUDIT AND CONTROL
FUNCTION

Pursuant to the issuer’s Board of Di-
rectors decision (minutes dated March
22, 2013), an internal audit and control
function was set up. As of December 31,
2013, this function included an Internal
Audit Department and Contracting Con-
trol and Compliance Department.

Internal Audit Department and Contract-
ing Control and Compliance Department
leader reports directly to the Company
President and is operationally subordi-
nate to the Board Audit Committee.

INTERNAL AUDIT DEPARTMENT

The following are the Internal Audit
Department’s key objectives:

assessment of the internal control
system’s efficiency at the corporate level
and at the level of business processes;

control of Company investment project
efficiency;

reviews of the Company’s and subsid-
jaries’ (affiliates’) financial and business
operations;

review of risk management efficiency
and development of recommendations
on improving the risk management
process;

assessment of the effectiveness of the
Company’s and subsidiaries’ (affiliates’)
management processes and develop-
ment of recommendations for improving
them.

In the reporting period, the Internal Audit
Department followed the 2013 audit plan
approved by decision of the Board of
Directors Audit Committee (Minutes No.
4 dated 30 April 2013) and orders of the
Company President dated 21 April 2013.
As a result, 117 audits were performed.
All of the Company’s business process-
es were involved.
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Internal audit findings are presented to
the Company CEO and the Board Audit
Committe for review.

To eliminate any violations and deficien-
cies identified shall be drafted and risk
prevention actions developed jointly
with structural unit leaders. At least
once a year, the head of Internal Audit
and Control notifies the Board Audit
Committee to confirm the organizational
independence of internal audit.

CONTRACTING CONTROL AND
COMPLIANCE DEPARTMENT

The following are the Contracting Con-
trol and Compliance Department’s key
objectives:

control matrix development, implemen-
tation and maintenance of key control
procedures in the Company’s contract-
ing process (including counterparty ac-
creditation/prequalification, counterparty
selection, contract approval, etc.);

continuous monitoring to ensure that
tendering and contract award proce-
dures comply with the requirements of
local normative documents;

maintenance of the master register of
contracts entered into by the Company
and its subsidiaries (affiliates);

identifying violations in the Company’s
contracting processes and ensuring that
they are eliminated;

improving the efficiency of the Compa-
ny’s tendering process in close cooper-
ation with the top manager responsible
for tendering arrangements;

ensuring that the Company-approved
pricing methodology is applied in moni-
tored related-party transactions;

checking the grounds for inquiries by
counterparties that participated in a ten-
dering process, drafting opinions of the
Conflict Resolution Commission.

In the reporting period the Department
of Contracts and Procedures Control de-
veloped and implemented the regulation

“Contracts administration in OJSC Ros-
neft Oil Company” and control proce-
dures for the purchasing/tender process
based on a risk list. Control of contract
approvement and tender and purchas-
ing procedures was also instituted. In
the reporting period the Department of
Contracts and Procedure Control imple-
mented an automated system of signing
and accounting for contracts.

The Control and Compliance Service
interacts with the Company’s manage-
ment bodies, the revision committee and
external auditors of the Company as well
as with revision committees (auditors)
and auditors of Company affiliates.

INTERNAL CONTROL
DEPARTMENT

In accordance with Russian law" and the
Code of Corporate Conduct?, Rosneft is
continuing to develop an effective inter-
nal control and risk management system
(IC&RMS), which is essentially a set of
risk management and internal control
processes carried out by IC&RMS
bodies on the basis of the existing
organizational structure, internal policies
and regulations, internal control and risk
management procedures and methods
used in the Company at all levels of
governance and within all functional
disciplines®.

The Internal Control Department (ICD),
part of Rosneft’s Chief of Staff Organiza-
tion, provided methodological support
and assistance to company manage-
ment by identifying and formulating
control procedures in furtherance of
IC&RMS development in the reporting
period.

In its activities, the ICD is guided by the
information letter of the Russian Finance
Ministry “Organization and performance,
by a business entity, of internal control
of business, accounting and reporting
facts.”®

The ICD is intended to achieve the
following objectives:

methodological support for the de-
sign and effective functioning of an

enterprise-wide risk-oriented internal
control system in the Company, its sub-
sidiaries and joint ventures (collectively,
the Group);

coordination of the implementation and
functioning of a Group-wide risk-orient-
ed internal control system;

assistance to management in formaliz-
ing and enhancing the effectiveness of
business processes by formulating re-
quirements with respect to the design of
control procedure and their mix in busi-
ness processes as well as with respect
to other features of business processes
that affect the control environment;

development and implementation of a
mechanism of interaction and infor-
mation exchange in matters of internal
control and risk management among all
Company structural units, subsidiaries
and joint ventures — in particular, involv-
ing the use of information systems.

By way of delivery on the 2013 work
plan, the ICD’s main accomplishments in
the reporting period were as follows:

drafted Rosneft’s Internal Control Devel-
opment Strategy 2014-2018;

drafted the Company Standard on the
Enterprise-Wide Risk-Oriented Internal
Control System;

analyzed the design of control proce-
dures in 6 business processes at the
level of Rosneft and 9 subsidiaries,
which are top priority for the implemen-
tation of a risk-oriented internal control
system. Based on the outcome of this
work, risk matrixes and control proce-
dures were developed for the analyzed
business processes; actions aimed to
optimize control procedures were pro-
posed to business process owners.

1. Federal Law No. 402-FZ “On accounting” dated December 6, 2011, the FSFM Code of Corporate Conduct, FCSM Russia Decree No. 421/p dated April 4, 2002.
2. Rosneft Code of Corporate Conduct, Minutes No. 6 dated May 17, 2006.
3. “Internal control and risk management system” policy, approved by BoD No. 14-01T1-01 dated May 7, 2013.

4. Russian Finance Ministry Ruling No. M3-11/2013
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SHARE
CAPITAL

STRATEGIC PARTNER INVESTS IN
ROSNEFT SHARE CAPITAL

As of 31 December 2013, Rosneft's
authorized charter capital equaled

RUB 105,981,778.17, divided into
10,598,177,817 ordinary registered uncerti-

fied shares at a par value of RUB 0.01 each.

In accordance with the Charter, Ros-
neft has the right to place an additional
6,332,510,632 ordinary registered
uncertified shares at a par value of
RUB 0.01 each and a total par value of
RUB 63,325,106.32 (authorized shares).
These shares grant the same rights as
outstanding ordinary shares of Rosneft.
A decision to increase Rosneft’s charter
capital by placing additional authorized
shares, not exceeding 25% of Rosneft’s
total outstanding shares, through open

subscription is taken by the Board of
Directors. In other instances,

a decision is taken by the General Meet-
ing of Shareholders.

The state registration number of
Rosneft’s issue of ordinary shares is
1-02-00122A.

The date of state registration of Ros-
neft’s issue of ordinary shares is 29
September 2005.

In 2013 there were no issues or place-
ments of additional Rosneft shares.

The number of shareholders registered
in the Rosneft shareholder register as of
December 31, 2013 (without disclosure
of information by nominee sharehold-
ers) was 30,267 (including 7 nominee

shareholders). The number of nomi-
nee shareholders decreased by five
year-on-year.

As of December 31, 2013, Rosneft had
no preferred shares.

In 2007-2012 and until the closure of
the deal for the acquisition of TNK-BP
assets, the Russian Government owned
a 75.16% stake in OJSC Rosneft Oil
Company through OJSC ROSNEFT-
EGAZ, which is 100% federally owned.
The stake in OJSC Rosneft Oil Company
owned directly by the Russian Gov-
ernment (represented by the Federal
Agency for State Property Management)
was 0.000000009%. The Russian
Federation did not have a special right
to participate in the management of
Rosneft (a “golden share”).

ROSNEFT SHAREHOLDERS OWNING MORE THAN 1% OF THE COMPANY’S SHARE CAPITAL

0OJSC ROSNEFTEGAZ* 7,965,816,383 7,365,816,383 69.50
National Settlement Depository Non-Bank Credit Institution 0 3,179,709,451 30.00
and Closed Joint-Stock Company (nominee, Central

Depository)™

RN-Razvitiye LLC 1,038,671,642 0 0.00
OJSC Sberbank of Russia (nominee) 1,079,159,409 0 0.00
Other legal entities owning less than 1% of shares 139,741,822 1,590,676 0.02
The Russian Federation, represented by the Federal Agency 1 below 0.01 1 below 0.01
for State Property Management

Individuals 53,010,405 51,061,306 0.48
Shares on the balance sheet of Rosneft *** 321,778,155 0 0.00

TOTAL

10,598,177,817

100.00

10,598,177,817 100.00

* OJSC ROSNEFTEGAZ is 100% federally owned. The stake in OJSC Rosneft Oil Company owned directly by the Russian Government (represented by the Feder-
al Agency for State Property Management) is 0.000000009% (one share).
** The total number of nominee-held shares is 1,960,449,797 shares, which makes up a 18.50% stake in Rosneft's charter capital owned by BP Russian Invest-

ments Limited.

In addition to these shares, BP International Limited, the sole shareholder of BP Russian Investments Limited, is the owner of 132,450,300 Global Depository
Receipts (GDRs), certifying the rights of shares which make up 1.25% of Rosneft’s charter capital. One GDR certifies the rights of one registered share of Rosneft.
BP plc is the beneficiary and legitimate owner of all of BP International Limited’s outstanding share capital. Therefore, BP plc has indirect control over BP Russian

Investments Limited.

*** Shares purchased at the request of shareholders in 2012 in accordance with Articles 75 and 76 of the Federal Law on Joint-Stock Companies.

ROSNEFT
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5.66%

OF ROSNEFT SHARE
CAPITAL WAS SOLD BY OJSC
ROSNEFTEGAZ TO BP AS
PART OF TNK-BP AQUISITION
PROCESS

In March 2013, as part of the TNK-BP ac-
quisition process, OJSC ROSNEFTEGAZ
sold a 5.66% stake in OJSC Rosneft Oil
Company to BP plc. (“BP”). As of De-
cember 31, 2013, OJSC ROSNEFTEGAZ
owned a 69.50% stake in Rosneft.

During 2013, Rosneft updated infor-
mation on its corporate website on a
monthly basis concerning shareholders
who own more than 1% of its charter cap-
ital. Rosneft management is not aware
of any shareholders with equity stakes
exceeding 1% (holders of Rosneft shares
with equity stakes exceeding 1% of the
total shares outstanding) other than
those listed above.

Rosneft shares are traded on an
organized securities market in Russia,
CJSC MICEX Stock Exchange (B List).
The rights of a shareholder (owner of
ordinary shares), including the voting
right of each voting share of Rosneft, are
specified by Article 5.8 of the Company
Charter.

Order No. 06-1380/pz-i of the Federal
Financial Markets Service dated 20 June
2006 permits the placement and trading
of 2,140,000,000 ordinary registered
uncertified shares of Rosneft outside the
Russian Federation.

In July 2006, Rosneft listed Global
Depositary Receipts (GDRs) on the
London Stock Exchange. The issue of
GDRs, which certify rights in respect of
Rosneft’s ordinary registered shares in
accordance with foreign law, was carried
out by J. P. Morgan. One Global Deposi-
tary Receipt certifies the rights in respect
of one ordinary registered share of
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Rosneft. As of December 31, 2013, GDRs
had been issued for 937 mIn ordinary
shares of Rosneft, representing 8.8% of
total shares outstanding.

The list of rights enjoyed by owners
of Rosneft’s ordinary shares is set out
in clause 5.8 of the Company Charter
posted on the Company website,
www.rosneft.ru.

TRANSACTIONS WITH ROSNEFT
SECURITIES BY MEMBERS OF
THE BOARD OF DIRECTORS AND
MANAGEMENT BOARD

The Company Regulation on Insider In-
formation obliges members of the Board
of Directors and Management Board and
the President to disclose information on
their transactions with Rosneft securities
to the Company.

In 2013, members of Rosneft's Board

of Directors and Management Board
carried out transactions with Company
securities. Details of such transactions
were provided to the Company in
compliance with the procedure and time
limits stipulated by internal documents
and were disclosed to the securities
market in compliance with the applica-
ble legislation.
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INFORMATION ON THE OWNERSHIP OF ROSNEFT SHARES

BY MEMBERS OF THE BOARD OF DIRECTORS AND MANAGEMENT BOARD

Matthias Warnig 92,633 0.0009
Andrey Votinov 204,590 0.0019
Robert Dudley - -
Larisa Kalanda 2,060,978 0.0194
Yuriy Kalinin 159,580 0.0015
Didier Casimiro 324,590 0.0031
Andrey Kostin 1,876 0.00M
Nikolay Laverov 75,009 0.0007
Petr Lazarev 403,730 0.0038
Eric Maurice Liron 366,460 0.0035
Igor Maydannik 366,460 0.0035
John Mack - -
Nayl Mukhitov - -
Alexander Nekipelov 85,920 0.0008
Igor Paviov 267,165 0.0025
Zeljko Runje 244,310 0.0023
Igor Sechin 9,000,000 0.0849
Svyatoslav Slavinskiy 325,746 0.0031
Donald Humphreys — _
Sergey Chemezov - -
Rashid Sharipov 4,000 0.00004

Alexander Nekipelov June 27,2013 28,944 disposal
August 21, 2013 792,000
Igor Sechin purchase
August 28, 2013 8,208,000
August 21, 2013 525,000
Larisa Kalanda purchase
August 30, 2013 285,020
August 21, 2013 13,000
Yuriy Kalinin purchase
August 30, 2013 146,580
August 21, 2013 121,000
Didier Casimiro purchase
August 30, 2013 203,590
August 21, 2013 170,000
Petr Lazarev purchase
August 30, 2013 122,155
August 21, 2013 104,000
Igor Pavlov purchase
August 30, 2013 162,870
August 21, 2013 1,000
Andrey Votinov purchase
August 30, 2013 203,590
Zeljko Runje August 30, 2013 244310 purchase
Igor Maydannik August 30, 2013 366,460 purchase
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DIVIDEND
POLICY

IN 2013

BLN RUB PAID IN DIVIDENDS

On 17 May 2006 the Company Board
of Directors voted to approve the
Regulation on Rosneft Oil Company’s
Dividend Policy', which was developed
in accordance with Russian legislation,
the Company Charter and the Code of
Corporate Conduct.

Rosneft’s dividend policy strikes a
balance between the interests of the
Company and its shareholders and is
intended to improve Rosneft’s invest-
ment attractiveness and shareholder
value. The Company strictly observes
the rights of its shareholders and does
all it can to increase the returns on their
capital.

On 10 June 2011, the General Meeting
of Shareholders approved amendments
to Rosneft’s Charter reducing the period
for payment of dividends to 60 days
(after the date of the decision to pay
dividends). It was also established that
dividends on shares of each category
are paid simultaneously to all holders of
shares in that category.

A decision to pay dividends (including
the amount of dividends and the form of
payment) is taken by Rosneft's Gen-

eral Meeting of Shareholders, based

on recommendations by the Board of
Directors. As stated in the Regulation

on Dividend Policy, in its decisions on
dividend amounts the Board is guided
by the level of net income as reflected
in the Company’s non-consolidated
financial accounts to Russian Accounting
Standards. Recommendations by the
Board of Directors on the amount of

dividends to be paid are determined by
the Company’s financial results for the
year, but usually amount to at least 10%
of netincome.

Rosneft pursues a strategy of steadily
increasing the amount of its dividend
payments. In determining the amount of
annual dividends, the Board of Directors
takes account of the dividend policy

of other leading oil & gas companies.

A number of other factors may also
have an impact on the size of dividend
payments, including the Company’s
business prospects, its financial situation
and financing needs, and the overall
macroeconomic situation and market
environment as well as other factors,
including aspects connected with tax
and legislation.

Acting on the verbal request of the
President of the Russian Federation, the
Company’s management reviewed the
appropriateness of increasing dividend
payments and recommended that they
should be increased to 25% of net in-
come to International Financial Report-
ing Standards (IFRS).

On 30 April 2013, the Board of Directors
recommended that the General Meeting
of Shareholders allocate 28.2% of the
Company’s 2012 non-consolidated finan-
cial accounts, or RUB 85,315min for the
payment of dividends for 2012 business
performance, representing RUB 8.05 per
ordinary share — up 6.9% year-on-year.
On 20 June 2013, the Annual General
Meeting of Shareholders resolved to
pay dividends in accordance with the

1. The resolution of the Board of Directors of 3 March 2011 supplemented the principles of the Company’s dividend policy with the commitment to try to achieve
year-on-year growth in dividends, subject to growth in the Company’s net income, its financial situation and investment projects.
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ROSNEFT DIVIDEND HISTORY

1999 0.0221 200 200 3.4%
2000 0.0887 800 800 5.3%
2001 0.1219 1,100 1,100 1.0%
2002 0.1663 1,500 1,500 16.8%
2003 0.1650 1,500 1,500 8.1%
2004 0.1931 1775 1775 10.0%
2005 1.25 1,335 1,335 20.0%
2006 133 14,096 14,080 13.3%2
2007 1.60 16,957 16,941 10.5%
2008 192 20,349 20,330 14.4%
2009 230 24,376 24,351 1.7%
2010 2.76 29,251 29,223 15.2%
3.45 36,564 36,529
20M 33.1%
4.08 41,928 41,883
2012 8.05 85,315 85,232 28.2%
20132 12.85 136,187 - 99.9

recommendations of the Board of Direc-
tors, and RUB 85,232mlIn in dividends
was paid to Rosneft shareholders.

A sum of RUB 8.05 in dividends was
paid to the Russian Federal Budget, and
RUB 59,295 min in dividends was paid
to OJSC ROSNEFTEGAZ (100% federally
owned).

As of year-end 2013, Rosneft had no div-
idend payments outstanding to the Fed-
eral Budget or to OJSC ROSNEFTEGAZ.

Dividends were paid to all persons
registered in the Rosneft Shareholder

Register, except for persons on whom
nominee shareholders had not provided
complete information and persons who
had not informed the register holder in
a timely fashion of changes in the data
recorded in their registration form.

On the 28th of April 2014, Rosneft's
Board of Directors recommended

that the General Meeting of Share-
holders approve dividends for 2013 at
the level of RUB 12.85 per share — an
increase of 59.6% year-on-year. Total
recommended dividends for 2013 are
RUB 136,186.6 mIn. The ratio of divi-
dends to non-consolidated net income

1. The dividend amounts per share take account of the 1:100 share split carried out in September 2005.

2.2006 net income adjusted for non-recurring items.

to Russian Accounting Standards for
2013 is 99.9%. The ratio of dividends to
consolidated IFRS net income is 25%.

3. Dividends recommended by the Board of Directors for approval by the Annual General Meeting of Shareholders in June 2014.

ROSNEFT
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INFORMATION

DISCLOSURE

ROUNDTABLES HELD IN
REGIONS WHERE THE
COMPANY HAS A PRESENCE
DURING 2013*

* Stakeholder engagement information will be pre-
sented in Rosneft’'s 2013 Sustainability Report.
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In its policy on information disclosure,
Rosneft is governed by the require-
ments of the Federal Law on the Secu-
rities Market, the Federal Law on Joint-
Stock Companies and the Regulation
on Information Disclosure by Issuers
of Securities, as approved by Order
No. 11-46/pz-n of the Federal Financial
Markets Service dated 4 October 2011
(hereinafter in this section, the “Reg-
ulation on Information Disclosure”).
The Company is also guided by the
requirements of the OJSC MICEX stock
exchange, on which the Company’s
shares are listed, Rosneft’s own Regu-
lation on Information Policy, and other
requirements and regulatory acts.

Rosneft’s information disclosure policy
is based on the principles of regularity,
promptness, timeliness, accessibility,
accuracy and completeness. The Com-
pany ensures timely and full disclosure
of information to interested parties on
all aspects of its business (except for
instances where the information rep-
resents a commercial secret).

The main disclosure channel is Rosneft’s
website, which provides information on
material facts and events, governance
structure and the Company’s business
results. Rosneft’'s website presents the
Charter and other internal documents,
the Company’s annual reports and sus-
tainable development reports, quarterly
reports to Russian Accounting Standards
and quarterly reports to IFRS standards
as well as management discussion and
analysis (MD&A), the Analyst Data Book,
presentations, press releases, and infor-
mation on affiliated entities and other in-
formation which may influence Rosneft’s
share value. Rosneft's corporate website
is updated regularly in accordance with
the Company’s internal regulations.

Corporate governance

In compliance with the Regulation on
Information Disclosure, the Company
also uses an Internet page provided by
CJSC Interfax (a distributor of securities
market information) for the publication of
information on the Internet.

The Company also provides information
in the form of brochures and booklets
as well as through regular meetings,
conference calls and press conferences
with interested parties. At the request
of shareholders, the Company provides
copies of its main internal documents,
documentation on the General Meeting
of Shareholders, lists of affiliated entities
and other documents in accordance with
the requirements set out in the Federal
Law on Joint-Stock Companies.

INFORMATION TRANSPARENCY
IMPROVEMENT

Information transparency is among
Rosneft’s key corporate governance
principles. The latest study by the
international rating agency Standard

& Poor’s found Rosneft to be the leader
among Russian companies in the sphere
of information transparency. During 2013
the Company continued to work inten-
sively to raise information transparency
levels and to build an efficient system of
shareholder and investor relations, as
evidenced by the following facts:

Rosneft won in the annual competition
for Active Corporate Policy in Informa-
tion Disclosure, thus confirming its status
as the most open company in Russia.

In working on improving information
transparency and openness, the Com-
pany gives particular attention to raising
the efficiency of its interactions with
shareholders and investors. Telephone

ROSNEFT



numbers and electronic mailboxes are
permanently available for inquiries by
shareholders and investors. A call center
(including a hotline) has also been set up
for shareholders.

In 2013, as part of its interaction with in-
stitutional investors and analysts, Rosneft
held regular presentations of its financial
results to IFRS standards, meetings in
Russia and major global financial cen-
ters, and teleconferences.

Transparency of financial statements is
another important element of corpo-
rate governance. On 4 February 2014
Rosneft published complete audited
consolidated financial accounts to IFRS
standards for 2013.

As part of its interaction with interested
parties and in compliance with Rosneft’s
Sustainable Development Policy, the
Company has been holding public hear-
ings in the form of roundtables in the
regions where it operates since 2007

(16 were held in 2013). The themes of the
roundtables have been as follows:

Socioeconomic collaboration;
Collaboration on environmental protec-
tion and environmental safety;
Collaboration on health and safety;
Collaboration on charity and sponsor-
ship.

In addition to roundtables held by the
Company on a voluntary basis, Rosneft
subsidiaries, in compliance with legisla-
tive requirements, regularly hold manda-
tory public and environmental hearings
on new projects and projects involving
the modernization and reconstruction of
production capacities.

ROSNEFT

Rosneft gives special attention to
improving information disclosure when
preparing its Sustainable Develop-
ment Report. In 2013, the Report was
prepared at level A+ (the highest level
for information transparency) under the
international GRI Sustainability Reporting
Guidelines and passed an independent
audit by Ernst & Young as well as public
affirmation by an expert review board
with the Russian Union of Industrialists
and Entrepreneurs.

Corporate governance
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EMPLOYEES AND
SOCIAL RESPONSIBILITY

OJSC Rosneft oil company is Russia’s biggest taxpayer
with RUB 2.7 trillion paid in taxes in 2013.

The Company has been and remains focused at the
highest standards, not only in production but also in
social areas. Our focus on social policy is a prerequisite
to the Company’s sustainable development, further
strengthening our reputation as a reliable and responsible
employer and partner.

The Company strives to become the best employer

in the Russian Federation, offering its employees the best
opportunities for professional development and high
standards of social security and health care.




OUR
TEAM

Rosneft’s Headcount
as of 31 December 2013

228 thousand
people

@ 21% Exploration and production
® 14% Refining
26% Marketing and transport

® 14% Core upstream and downstream
services

4, 19% Other services
2% Research

@ 2% Corporate Center
(Rosneft Oil Company)

4, 2% Other

A team of highly skilled employees
motivated to demonstrate profes-
sional excellence and good perfor-
mance is Rosneft’s main asset and
the cornerstone of its sustainable
development.

In 2013 the employees of the newly ac-
quired assets were successfully integrat-
ed into the Company. The headcount
increased 27%, reaching 228,000 peo-
ple as of 31 December 2013. The main
reasons for the headcount increase are
the acquisition of new assets and the
growing scope of the Company’s busi-
ness and operations.

The average age of Company employ-
ees has gone down by about 1year
and is now 39.2 years (40.1 at year-end
2012). Executive positions were held
by 29,100 employees (19,400 at year-
end 2012). As of 31 December 2012,
employees categorized as “Executives”
made up 12.8% vs. 11.7%. The growth of
personnel in the “Executive” category
is associated with both new-asset inte-
gration and a larger number of projects
and assets requiring highly skilled
project directors.

One of the Company’s key priorities is
continuous improvement of personnel
occupational and managerial compe-
tences and higher labor productivity in
all spheres. This is being successfully
achieved by maintaining high standards
of corporate conduct, implementing a
system of personnel training and devel-
opment and using advanced remuner-
ation and motivation policies as well as
social policies aimed at improving the
quality of life for employees and their
families.

In 2013, in order to enhance the Com-
pany’s organizational capability and the
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efficiency of its succession system, HR
Committees were set up in all key busi-
nesses and support functions — collegial
bodies led by senior managers and de-
signed to assure their deeper engage-
ment in the formation, development and
promotion of the succession pool.

A project aimed at minimizing conflicts
of interest and ethical conflicts and de-
veloping a corporate compliance system
was launched and will be worked on
intensively in future.

PERSONNEL TRAINING
AND DEVELOPMENT SYSTEM

Rosneft’s corporate personnel train-
ing and development system aims
to achieve the following strategic
objectives:

assure the level of employees’ occupa-
tional competences to meet the Compa-
ny’s current and future business needs;
improve the Company’s managerial
competences by developing an internal
succession pool;

provide the Company’s strategic proj-
ects with well-trained personnel;

comply with statutory requirements re-
garding the level of personnel training in
operational quality and safety in the fuel
and energy sector;

assure the required level of competence
for all Rosneft employees involved in
managing the industrial safety system.

The key areas for occupational training
were:

Exploration & Production — 10,100
man-courses;

Refining, Commerce & Logistics — 15,300
man-courses.

ROSNEFT



Young specialists

The Company is gives a lot of attention
to focused executive training in man-
agerial skills and succession develop-
ment (volume of succesion candidates’
training amounted to 5.6 thousands
man-courses).

In 2012-13, a target innovation project —
Implementation of a Competence-Based
Methodology of Personnel Evaluation
and Development across All Segments
of Company Business — was executed
jointly with Gubkin University and Tomsk
National Research and Polytechnical

University (the project is meant to last
until 2016). The aim of the project is

to standardize competence-based
occupational requirements. Compe-
tence profiles have been developed for
personnel in Refining, Production and
Offshore Projects.

The Company is also developing cor-
porate vocational training standards for
worker occupations. In 2013, standards
for 6 occupations in key refinery opera-
tions were developed. Implementation
of corporate standards was begun at

Company assets as part of the 2013
Worker Mentoring and Development
Program.

Rosneft takes an active stance with
regard to higher professional education
development. Currently, taking advan-
tage of Rosneft guidance, the Russia
Ministry of Education and Science has
drafted a new specialization entitled “Pe-
troleum Equipment and Technologies”
to train specialists in that area at the
engineer qualification level.

Rosneft participates in the government project to develop industry

occupational standards

- In February 2013, at the request
of the Russian Energy Minis-
try, the Company provided the
ministry with occupational profiles
for Exploration & Production (141
profiles) and Refining, Commerce
& Logistics (109 profiles) to help in
developing industry occupational
standards;

« A contract worth RUB 11.7mIn was
signed with the National Oil and

ROSNEFT

Gas Institute to develop 9 out of 24
industry occupational standards as
per the 2013-14 plan approved by

the Energy Ministry;

« An expert group was set up by
Rosneft to review and agree 24 oc-
cupational standards for the oil and
gas industry to be developed by
the National Oil and Gas Institute
in 2013-14.

201.

THOUSAND
MAN-COURSES WERE
CONDUCTED IN 2013 AS
PART OF MANDATORY
OCCUPATIONAL AND
MANAGERIAL TRAINING

Staff and social responsibility | Annual report 2013 131



Young specialists

YOUTH POLICY

Rosneft’s youth policy is geared towards
achieving the following key objectives:

support formation of an external suc-
cession pool made up of young people
from among best secondary school
leavers motivated to acquire high quality
vocational and professional training and
get employed by the Company;

assure influx of the required number of
young talent from among best university
graduates with the competence level
adequate to the Company’s business
requirements;

assure young specialists’ efficient per-
formance by accelerating their induc-
tion and adjustment, development of
professional and managerial skills and
engagement in innovative, research and
engineering activities;

support government policy in vocational
and professional education and training.

Corporate program of continuous education:

“School — University — Enterprise”

The program is carried out in the form
of “Rosneft classes” opened in the best
schools in all strategically important
regions where the Company has a
presence. In 2013, 82 Rosneft classes,
attended by 2,023 people, were active
in 39 Russian cities in the Southern,
North Caucasus, Volga, Northwestern,
Urals, Siberian and Far Eastern Federal
Districts.

Rosneft holds annual development
seminars for teachers of “Rosneft
classes” (in 2013, 33 teachers improved
their skills).

The formation of an external succession
pool for the Company continues in
universities. Rosneft and its subsidiaries
have long-term cooperation
agreements with 30 higher education
institutions, including 13 universities that
have the status of strategic partner.

Rosneft and its subsidiaries support
talented students by giving corporate
scholarships to the best of them.
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In 2013, 443 scholarships were
established and paid. Corporate
scholarship fellows have a priority right
to on-the-job practice and a subsequent
employment in Rosneft subsidiaries.

Work with young specialists is one the
Company’s key HR policy priorities.
The main areas of work with young
specialists are:

« young specialist induction and
adjustment;

» mentoring;

- young specialist engagement in R&D
creative activities;

- identification and development of
young specialists with leadership
capabilities;

« young specialist training and devel-
opment.

An average of 3,515 young specialists
worked in 91 subsidiaries, and 73
Young Specialist Councils were active
in the Company’s major subsidiaries in
2013.

ROSNEFT



SOCIAL POLICY
AND CHARITY

Rosneft’s social policy, being a com- e support for employees who find them-

ponent part of the corporate strategy,

is aimed at ensuring favorable and
competitive conditions of work and rec-
reation for employees and their families
via a whole range of social programs.

The Company’s social programs are de-
signed to ensure safe and comfortable
working conditions, support a healthy
lifestyle, address housing issues and
improve the quality of life for employees
and their families as well as offering em-
ployees and their children interest-free
loans for education, material support for
veteran and retired workers, regional

socioeconomic development and charity.

SOCIAL PARTNERSHIP AND SOCIAL
BENEFITS FOR EMPLOYEES

In 2013, the Company continued devel-
opment of its partnership with subsid-
iaries’ trade unions and the Rosneft
Interregional Trade Union Organization.

As a part of social partnership, a new
template for a Standard Collective
Agreement for Company subsidiaries
was developed in conjunction with trade
union representatives which envisages
expanding the list of additional benefits.

The standard collective agreement
priorities recommended for subsidiaries
remain as follows:

social support for employees’ families
with many children and low-income
families;

social support for retired workers;
creation of conditions for personnel
recruitment and retention in the regions

with a hardship climate and working
conditions;

ROSNEFT
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selves in difficult circumstances.

Employees’ social packages are based
on principles of social fairness but may
vary in different subsidiaries, as they
take into account the nature and eco-
nomic capabilities of a specific subsid-
iary as well as its geographic location
and regional specificity. The actual con-
tent and size of benefits are set down in
collective agreements and other internal
regulatory documents.

IMPROVEMENT OF WORK
AND RECREATION CONDITIONS

Rosneft has model standards for em-
ployees’ working and social conditions.
One area that such standards address
is the creation of amenities for rota-
tion-crew camps where around 19,000
Company’s and contractors’ employees
are currently accommodated. 73 such
camps providing accommodations for
the Company’s and contractors’ employ-
ees operated in 2013.

In 2013, the Company spent RUB 2.8bln
on creating adequate accommodations
and amenities in camps and support
bases.

HEALTH CARE AND SUPPORT
FOR A HEALTHY LIFE STYLE

The Company gives unflagging attention
to health care measures aimed at:

improving employees’ capacity for work
(labor productivity) and pushing their
working age limits;

preventing diseases and reducing days
away from work (DAFW) costs;
improving employees’ quality of life;
advocating healthy lifestyles.

In 2013 a comprehensive review was
done of the existing health care system
used by Company subsidiaries in their

Staff and social responsibility |

BLN RUB IS THE TOTAL 2013
SPEND ON THE COMPANY’S
SOCIAL PROGRAMS - 32.5%
GROWTH YEAR-ON-YEAR

2013 Expense Structure by
Social Policy Area

W

29.7 bin RUB

@ 29% Creating optimal workplace
environment

® 34% Health care, healthy lifestyle
support and other social expenditure

2% Provision of housing
@ 13% Non-governmental pensions
4, 5% Social infrastructure maintenance
® 5% Charity

4, 12% Socioeconomic development
of regions
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At the 9th Summer Corporate Olympics

BLN RUB — THE TOTAL 2013
INVESTMENT IN IMPROVING
EMPLOYEES’ WORKING AND
RECREATION CONDITIONS

1.73

BLN RUB WAS THE
COMPANY'’S 2013 HEALTH
CARE AND HEALTHY
LIFESTYLE BUDGET

>57.6

THOUSAND VETERAN AND
RETIRED WORKERS OF
THE COMPANY AND ITS
SUBSISIARIES RECEIVED
CORPORATE PENSIONS

IN 2013

134

operations, based on a standardized
program. As a result, corrective actions
were developed in organizing a medical
support system.

An action plan was developed and is
being implemented with regard to health
care for Rosheft employees working on
Arctic offshore and East Siberian explo-
ration and development projects.

CORPORATE
PENSIONS

The Rosneft pension program is aimed
at improving its employees’ social secu-
rity when they retire and is an important
part of their social package, helping to
diminish personnel turnover and recruit
and retain highly skilled personnel.

SOCIOECONOMIC DEVELOPMENT
OF THE REGIONS

Rosneft attaches a lot of importance to
developing partnership relations with
the regions where it has a presence and
takes an active part in delivering socio-
economic programs in these regions.

Social financing is based on mutu-
ally beneficial agreements with the
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governments of federal constituent
entities and municipalities. In a number
of regions, the Company is entitled to
tax benefits under federal and regional
laws.

In total, in 2013, based on Cooperation
Agreements and by way of charity in the
regions of its presence, the Company
funded construction, repairs, equipment
and other types of support for 97 kinder-
gartens and preschool daycare facilities,
209 schools, 69 cultural and 141 sports
facilities, as well as executing over 35
health care projects.

CHARITY

The main areas of the Company’s
charitable activities are support for
regional administrations in developing
their socioeconomic sector, assistance
in funding socially meaningful programs
of NGOs and charity foundations aimed
at the revival of the cultural heritage, de-
velopment of sports, support for public
healthcare institutions and orphanages,
and strengthening of the cultural and
ethical aspects of society.

The Company gives special attention to
helping the indigenous peoples of the
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Sled reindeer racing at the traditional reindeer herder’s day in YNAO

North. The Company supports them by
paying compensation for the use of land,
buying equipment for their traditional
economies and fuel, offering a recre-
ational summer program for children,
funding participation in exhibitions, com-
petitions and other events, and paying
for students’ education. The total 2013
budget for the support of indigenous
peoples of the North was RUB 11 min.

Revival of the spiritual and historical
heritage has always been an import-

ant focus of Rosneft’s charity. Rosneft

is involved in the construction and
restoration of numerous sites related to
the country’s spiritual heritage in many
Russian regions. The reporting year

was marked, among other things, by a
site survey and engineering work done
by Rosneft to restore the Assumption
Cathedral of Tikhvin Monastery. Rosneft
also helped organize an exhibition and a
forum dedicated to Orthodox Russia and
the Romanov Dynasty in Moscow.

ROSNEFT

>1.32

BLN RUB WAS THE TOTAL
PENSION AMOUNT PAID
IN 2013

3.7

BLN RUB WAS SPENT TO
FUND SOCIAL PROGRAMS

IN REGIONS WHERE THE
COMPANY HAS A PRESENCE,
BASED ON COOPERATION
AGREEMENTS SIGNED IN 2013

1.4

BLN RUB WAS THE
COMPANY'’S CHARITY SPEND
IN 2013. CHARITY PROJECTS
WERE AUTHORIZED BY THE
COMPANY PRESIDENT AND
MANAGEMENT BOARD
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PERFORMANCE
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ROSNEFT'S
2013 FINANCIAL
HIGHLIGHTS
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BUSINESS ENVIRONMENT

In 2013 the oil market environment was
significantly less favorable than in 2012.
The Urals average price dropped by 2.3%
year-on-year ($1077/bbl in 2013 vs. $110.3/
bblin 2012), domestic oil and oil product
prices grew in line with the Urals trend.
The average ruble exchange rate is yet
another important environmental factor.
The ruble was 2.4% weaker in 2013 than
in 2012 (RUB 31.85/$ and RUB 31.09/$,
respectively), which negatively affected
ruble-denominated costs.

OVERVIEW OF FINANCIAL RESULTS

Company revenues grew by 52% year-
on-year on the back of growing produc-
tion volumes, partly offset by a change in
the structure of sales, i.e. redistribution
of oil volumes from the export market
towards the Russian and CIS markets,

in order to capture incremental benefits
from higher margins. As to costs, we
remained exposed to negative inflation-
ary effects caused by the 2.4% drop in
the ruble and higher tariffs. In aggregate,

operating costs, including transportation
and G&A costs, grew by RUB 336 bin,
or 377%.

The key reasons for this were higher
electricity and transportation tariffs, the
ruble appreciation effect and inflationary
consequences as well as growing oil
production and refining volumes and
growth in reserves. These inflationary ef-
fects were partly offset by performance
improvement actions — in particular, en-
ergy savings and consistent application
of technology.

The 2013 Earnings Before Interest, Tax,
Depreciation and Amortization (EBITDA)
were RUB 947 bin. The Company keeps
pursuing the policy of efficient cost
control and ensures realization of the
comprehensive synergetic effect on the
financial performance, which provides
stable EBITDA.

In 2013, the Company made several key
acquisitions with a year-end synergetic
effect of 27 bin rubles for the investment
and operating activity.

Our achievements in managing financial resources in 2013

- EBITDA, net earnings and cash flow
from operations are at their historical
highs;

- Net income per share share was
record high: 371% increase to 52.89
RUB;

- Effective CAPEX program manage-
ment resuled in timely commission-
ing of capital construction objects,
successful delivery of the business
plan operating parameters, at the
same time saving some of the
planned budget;

Our financial performance

- High liquidity levels;

- Consistently increasing dividend
payouts;

- Prepayment of debt and reduction in
the weighted average cost of debt;

« Efficient use of debt instruments —
ruble bond offering for a total of RUB
110 bin, the largest bond program
among Russian issuers;

- Investment-grade credit ratings with
a stable outlook.
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Urals average quarterly prices (average Med and NWE),
$/bbl, 2012-2013
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Key factors that affected 2013 net income vs. 2012

2012 NI 365
Gas sales . 81
Sales structure and prices I (12)
Operating expenses 640

MET effect [ (274)
Export duty effect [ (481)
|
i
I
||
I

Excises

(57)

Financial income and expenses

(44)

Other income and expenses

146

Exchange rate effect

(82)

Income tax

23

2013 Ni 551
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CASH FLOW AND LIQUIDITY

In 2013, we set yet another record,
having earned RUB 1,213 bIn in reve-
nue from operations before operating
taxes, with RUB 470 bln in prepayments
received under long-term contracts, with
tax payments of RUB 2.7 trln becoming
the main cash outflow item. The change
in cash flow from operations in 2013 was
impacted by working capital growth of
RUB 187 bin, mostly related to increased
payment lags offered to some buyers

in connection with oil and oil product
exports.

As regards investment activities, it
should be noted that, along with organic
CAPEX of RUB 572 bin, new asset
acquisition costs (including TNK-BP, sub-
sidiaries and shareholdings in affiliates)
amounted to RUB 1,483 blIn. Our high
liquidity allowed us to pay RUB 85 bin

in shareholder dividends. At the same
time, the debt to EBITDA ratio was 1.79,
mainly pushed up by new acquisitions of
major assets.

DEBT PORTFOLIO
AND CREDIT RATINGS

In 2013, Rosneft actively managed its
debt portfolio and successfully covered
its own cash needs for the year, despite
a highly volatile market environment.
Some of our achievements in this area
deserve to be noted.
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Rosneft’s total long-term US Dollar-de-
nominated borrowings amounted to
$34.29 bin in 2013 (RUB 1,122.3 bin at
the official rate of the Bank of Russia
as of December 31, 2013) following the
transactions listed below:

in March 2013, our Company drew
funds under four unsecured long-term
loans provided by a group of interna-
tional banks for an aggregate amount
of $31.04 bin (RUB 1,015.9 bin at the
official rate of the Bank of Russia as of
December 31, 2013) for the financing of
TNK-BP’s acquisition;

In June 2013, the Company effected

a drawdown under a 16-year pre-export
facility bearing interest at a floating rate
from a foreign bank for a total of $2 bin
(RUB 65.5 bin at the official rate of the
Bank of Russia as of December 31, 2013);

in November 2013 the Company drew

an unsecured 5-year loan (floating rate)
from a foreign bank for a total of $0.75

bln (RUB 24.5 blin at the official rate of

the Bank of Russia as of December 31,

2013);

in December 2013, the Company effect-
ed a drawdown under an unsecured
5-year loan (floating rate) from a group of
foreign banks for a total of $0.5 bin (RUB
16.4 bin at the official rate of the Bank of
Russia as of December 31, 2013).

During the year, the Company success-
fully placed several issues of ruble-de-
nominated, non-convertible inter-
est-bearing 10-year registered bonds for
an aggregate principle amount of RUB
110 bin.

Notwithstanding the fact that our Com-
pany borrowed extensively on the Rus-
sian and international markets in 2013,
the average cost of our debt portfolio
dropped from 3.5% to 3.1% over the year.

In 2013, Rosneft maintained its in-
vestment-grade ratings assigned by
Standard and Poor’s (BBB) and Moody’s
(Baal) with a stable outlook. The credit
ratings are supported by the high financ-
ing indicators consistently demonstrated
by Rosnetft.

More details on factors affecting

our financial results may be found

in the “Rosneft IFRS consolidated
financial statements” section of our
website at: www.rosneft.ru/Investors/
statements_and_presentations/

EFFECTIVE INVESTMENT
GOVERNANCE

Rosneft investment program
delivery in 2013

2013 was a record year for the Company
in both operating and financial terms.
Capital investment program financing
amounted to RUB 560 bin, up 18%

2013 cash flows, in RUB bin

Cash and cash equivalents
as of Dec. 31, 2012

Net cash from operations
before working capital changes

Working capital changes

Net CAPEX
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|
Effect from exchange :
rate differences | | 1 5
|
Cash and cash equivalents !
as of Dec. 31, 2013 : 275
-800 -400 0 400 800 1200 1600
ROSNEFT



year-on-year. The following were the
key outcomes of the capital investment
program:

Stabilization of brownfield production
rates and sustainable growth in green-
field production.

Successful replacement of production
with new reserves.

Retention of leadership positions vis-
a-vis major peers in upstream capital
investment ($ 71/bbl in 2013).
Implementation of refinery upgrade pro-
grams aimed at achieving compliance
with technical regulation and under the
quadripartite agreement.

Launch of Russia’s largest oil distillation
unit, ELOU-AVT-12 at Tuapse Refinery.

In 2013, we continued developing
offshore projects and strengthening
strategic cooperation, which is one of
our top priorities. By year end, we ac-
quired 17 new licenses and signed final
agreements with ExxonMobil, Eni, Statail
and Inpex. At present, the estimated
aggregate license resources held by
the Company exceed 45 bin tons of oil
equivalent.

Investments in 2013 new acquisitions
totaled RUB 1,495 blin, which put Rosneft
at the top of Russia’s oil industry and
made it the world’s largest oil and gas
company. The most notable acquisitions
were as follows:

completed acquisition of 100% in
TNK-BP;

consolidated up to 100% in Taas-Yuryakh
Neftegazodobycha LLC and ITERA Qil
and Gas Company LLC;

Basic Jet Fuel Operator (BATO) aircraft
fueling sites (TZK).

All acquired assets are integrated into
the common investment decision-mak-
ing process.

In 2013, over 170 high-efficient projects
were approved for the period of 2014+
that conform to the Company’s return
on capital employed (ROCE) standards,
in the following strategic areas of the
Company operations:

increased production drilling volumes to
support brownfield production, com-
mencement of tight oil development
efforts;

major greenfield developments
scheduled for launching in 2017-2018

ROSNEFT

(Vostochny Urengoy, Novy Urengoy,
Kharampur, Kynsko-Chaselskaya group,
Suzun, Tagul, Russkoe);

establishment and development of new
oil production clusters in East Siberia
on the basis of Vankor, Verkhnechonsk,
Yurubcheno-Tokhomskoe and several
other fields;

Launch of the East Petrochemical
Company (VNKhK) Phase One project,
aimed at closing the regional deficit of
oil products and developing the Far East
petrochemical cluster;

progress to the active phase of the refin-
ery upgrade program, aimed at achiev-
ing compliance with technical regulation
under the quadripartite agreement and
involving growth in refining depth from
66% in 2013 to 80% in 2018.

Company investment
Governance process

The Company’s investment project
portfolio includes a long list of high-qual-
ity investment opportunities across all
areas of Company activities, including
innovations.

The investment process is focused on
efficient use of capital aimed at both bet-
ter performance of individual investment
projects and programs and at business
growth by means of optimal portfolio
building and striking an optimal balance
between the Company’s current return
levels and the unlocking of its long-term
potential through the financing of Busi-
ness Stream investment programs.

By bringing together the best investment
governance practices, our Company

has created and continues to enhance
investment discipline that applies to all
opportunities and projects in the invest-
ment portfolio. In particular, investment
tools applicable to all Company assets,
including acquired ones, were unified
and standardized in 2013.

The quality of investment decisions

is supported by a detailed analysis of
every investment project across a broad
range of scenarios and by an assess-
ment of risks, including financial, com-
mercial, technical and ecological risks,
etc. The Company has a refined process
of investment-project expert review

and approval by competent invest-
ment bodies in which the Company’s

QOur financial performance |

key managers participate. There is a
system of authority levels for investment
business projects, from the level of the
Board of Directors to Business Streams.

Investment decisions made in 2013 em-
braced virtually all organic and inorganic
Company projects across all business
streams in various geographical regions,
including international projects. Newly
acquired assets were integrated into the
common investment process.

The Company’s most significant
decisions involved major projects that
support long-range growth in Company
value, including:

10 oil and gas exploration and produc-
tion projects with the first commercial oil
expected in 2016-2019,

1 0il refinery construction project aimed
at covering a regional deficit of oil prod-
ucts and support the development of the
Far East petrochemical cluster

Efficient use of capital is supported by
a major project management standard
to be implemented in 2014 which uses
global best practices. The standard is
based on stage-by-stage project imple-
mentation, with projects passing through
“gates” between stages of project
preparedness, which, together with the
building of experienced project teams
and direct involvement by Company
management, allows us to optimize
project value from front-end consider-
ation to full-fledged project formulation.
This process includes regular budget
monitoring and continuous project eco-
nomics assessment for ongoing project
efficiency improvements.
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Independent auditor’s report

To the Shareholders and the Board of Directors of Open Joint Stock Company Rosneft Oil Company.

We have audited the accompanying consolidated financial statements of Open Joint Stock Company Rosneft Oil Company and its subsidiaries, which comprise the consolidated balance sheet as
at December 31, 2013, and the consolidated statement of comprehensive income, statement of changes in shareholders’ equity and statement of cash flows for the year then ended, and a summary
of significant accounting policies and other explanatory information.

Audited entity’s responsibility for the consolidated financial statements

Management of the audited entity is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with International Financial Reporting
Standards, and for such internal control as management determines is necessary to enable the preparation of consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on the fairness of these consolidated financial statements based on our audit.

We conducted our audit in accordance with the Federal Standards on Auditing effective in the Russian Federation and International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the consolidated financial statements are free from material misstatement.

An audit involves performing audit procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The audit procedures selected depend on
the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the preparation and fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in the circum-
stances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management of the audited entity, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Open Joint Stock Company Rosneft Oil Company and its subsidiaries as at
December 31, 2013, and their financial performance and cash flows for the year then ended in accordance with International Financial Reporting Standards.

Other matter

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements taken as a whole. The information accompanying the consolidated financial statements
which has been disclosed as Supplementary oil and gas disclosure on page 94 is presented for additional analysis and is not within the scope of International Financial Reporting Standards. Such
information was not subject to our audit procedures performed on the accompanying consolidated financial statements and, accordingly, we express no opinion on this information.

R.G. Romanenko
Partner

Ernst & Young LLC
February 4, 2014

Details of the audited entity

Name: OJSC Rosneft Oil Company

Information about the State Register of Legal Entities Concerning a Legal Entity: 77N°004856711 dated August 12, 2002.
Address: Russia, 115035, Moscow, Sofiyskaya Embankment, 26/1.

Details of the auditor

Name: Ernst & Young LLC

Record made in the State Register of Legal Entities on 5 December 2002, State Registration Number 1027739707203.

Address: Russia, 115035, Moscow, Sadovnicheskaya naberezhnaya, 77, building 1.

Ernst & Young LLC is a member of Non Profit partnership “Russian Audit Chamber” (“NP APR”). Ernst & Young LLC is registered in the register of auditors and audit organizations of NP APR, number
3028, and also included in the control copy of the register of auditors and audit organizations, main registration number 10201017420.
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Consolidated
Balance Sheet

Rosneft Oil Company
(in billions of Russian rubles)

Current assets

Cash and cash equivalents 19 275 299 166
Restricted cash 19 1 4 4
Other short-term financial assets 20 232 90 155
Accounts receivable 21 415 237 225
Inventories 22 202 134 128
Prepayments and other current assets 23 330 185 160
Total current assets 1,455 949 838
Non-current assets:

Property, plant and equipment 24 5,330 2,629 2,371
Intangible assets 25 37 19 22
Other long-term financial assets 26 40 24 34
Investments in joint ventures and associates 27 327 186 36
Bank loans granted 12 13 13
Deferred tax assets 16 14 4 4
Goodwill 25 164 144 142
Other non-current non-financial assets 28 12 3 3
Total non-current assets 5,936 3,022 2,625
Assets held for sale 7 147 - -
Total assets 7,538 3,971 3,463

Current liabilities:

Accounts payable and accrued liabilities 29 488 2n 190
Loans and borrowings 30 684 143 165
Finance lease liabilities 30 4 3 1
Liabilities related to derivative instruments 31 6 - 4
Income tax liabilities 16 " 7 3
Other tax liabilities 32 161 83 73
Provisions 33 22 5 6
Other current liabilities " 1 1
Total current liabilities 1,387 453 443
Non-current liabilities
Loans and borrowings 30 1,676 837 596
Finance lease liabilities 30 8 8 5
Deferred tax liabilities 16 660 264 241
Provisions 33 16 n 60
Prepayment on oil supply agreements 34 470 - -
Other non-current liabilities 35 28 16 14
Total non-current liabilities 2,958 1,196 916
Liabilities associated with assets held for sale 7 28 - -
Equity
Share capital 37 1 1 1
Treasury shares 37 - (299) (224)
Additional paid-in capital 37 477 385 386
Other funds and reserves (14) (6) (5)
Retained earnings 2,662 2,202 1,910
Rosneft shareholders’ equity 3,126 2,283 2,068
Non-controlling interests 17 39 39 36
Total equity 3,165 2,322 2,104
Total liabilities and equity 7,538 3,971 3,463

President Ll. Sechin

February 4, 2014
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Consolidated Statement Rosneft Oil Company

(in billions of Russian rubles, except earnings

of Com prehenSive Income per share data, and share amounts)
Oil and gas sales 8 2,428 1,526 1,392
Petroleum products and petrochemicals sales 8 2,196 1,498 1,265
Support services and other revenues 58 42 45
Equity share in profits of joint ventures and associates 27 12 23 16
Total revenues and equity share in profits of joint ventures and associates 4,694 3,089 2,718
cosTsANDBENSES
Production and operating expenses 389 247 189
Cost of purchased oil, gas and petroleum products and refining costs 432 319 298
General and administrative expenses m 68 52
Pipeline tariffs and transportation costs 392 241 216
Exploration expenses 17 23 13
Depreciation, depletion and amortization 24,25 392 206 193
Taxes other than income tax 9 1,024 672 498
Export customs duty 10 1,382 901 790
Total costs and expenses 4,139 2,677 2,249
COPERATNGINCOME s e
Finance income n 21 24 20
Finance expenses 12 (56) (15) (19)
Other income 13 242 87 25
Other expenses 13 (59) (50) (48)
Foreign exchange differences (71) n (22)
Income before income tax 632 469 425
Income tax expense 16 (81) (104) (90)
Net income 551 365 335
| OTHER COMPREHENSIVE (LOSS)/INCOME - TO BE RECLASSIFIED TO (LOSS)PROFIT INSUBSEQUENTPERIODS
Foreign exchange differences on translation of foreign operations (1) 2 U]
Gain/(loss) from changes in fair value of financial assets available-for-sale, net of tax 3 (3) 1

Total other comprehensive loss — to be reclassified to (loss)/profit in subsequent periods,
net of tax

Total comprehensive income, net of tax 543 364 335

attributable to Rosneft shareholders 545 363 331

attributable to non-controlling interests 6 2 4

attributable to Rosneft shareholders 537 362 331
attributable to non-controlling interests 6 2 4
Net income attributable to Rosneft per common share (in RUB) — basic and diluted 18 52,89 38,55 34,51
Weighted average number of shares outstanding (millions) 10,304 9,416 9,591
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Consolidated Statement

of Changes in Shareholders’ Equity

Rosneft Oil Company
(in billions of Russian rubles, except share amounts)

Balance at January 1, 2012 9588 386 (224) (5) 1,877 2,035 34 2,069
Effe.c.t of changes in accounting B B _ B 33 33 5 35
policies (Note 3)
Bal t J 1,2012

alance at January 9588 386 (224) ) 1,910 2,068 36 2,104
(restated)
Net income for the year - - - - 363 363 2 365
Other comprehensive income - - - (V] - ™ - (1)
Total comprehensive income - - - [V} 363 362 2 364
Purchase of treasury shares
(Notes 7, 37) (350) - (75) - - (75) - (75)
Dividends declared on common
stock (Note 37) - - - - 71 71 - 71
Change in ownership interests in m o 1
subsidiaries (Note 37)
Balance at December 31, 2012 9,238 385 (299) ©) 2,202 2283 39 2,322
(restated)
Net income for the year - - - - 545 545 6 551
Other comprehensive income - - - (8) - (8) - 8)
Total comprehensive income - - - (8) 545 537 6 543
Sale of treasury shares
(Notes 7, 37) 1360 28 299 - - 327 - 327
Dividends declared on common
stock (Note 37) B B - B ®9) 5) - 85)
Acquisition of subsidiaries (Note 7) - - - - - - na 14
Sale of 9.99% of OJSC RN Holding

- 125, - - - 125 224 929
shares (Note 37) (125) (125)
Voluntary offer to acquire OJSC
RN Holding shares (Note 37) B 189 - B - 189 (342) (153)
Other - - - - - - () (2)
Balance at December 31, 2013 10,598 477 - (14) 2,662 3,126 39 3,165
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Consolidated Statement
of Cash Flows

Rosneft Oil Company
(in billions of Russian rubles)

Net income 551 365 335
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation, depletion and amortization 24,25 392 206 193
Loss on disposal of non-current assets 13 13 9 19
Impairment of assets 13 9 10 4
Non-cash income from acquisition of subsidiaries, net 7,13 (205) (82) -
Loss from assets and liabilities write-off, net - 1) (24)
Dry hole costs 5 3 4
Foreign exchange loss/(gain) 94 (30) 31
Equity share in profits of joint ventures and associates 27 (12) (23) (16)
Loss from disposal of subsidiaries and non-production assets 13 5 n 10
Finance expenses 12 56 15 19
Finance income 1 (21) (24) (20)
Interest paid on long-term prepayment on oil supply agreements (5) - -
Income tax expense 16 81 104 90
Gain on notes write off 30 (32) - -
(Gain)/loss on bad debt allowance ) 3 2
Changes in operating assets and liabilities
Increase in accounts receivable, gross (112) (15) (88)
Increase in inventories ) ) 61
Decrease/(increase) in restricted cash 8 - 3)
Increase in prepayments and other current assets (59) (22) (15)
Increase in accounts payable and accrued liabilities 33 55 82
Increase in other tax liabilities 16 8 20
Increase/(decrease) in current provisions " (0] 1
Increase/(decrease) in other current liabilities 3 ©6) 4)
Increase/(decrease) in other non-current liabilities 4 3 (10)
Increase in long-term prepayment on oil supply agreements 470 - -
Long-term loans granted by subsidiary banks (24) (33) (53)
Repayment of long-term loans granted by subsidiary banks 25 33 48
Acquisition of trading securities (22) (53) (64)
Proceeds from sale of trading securities 21 57 68
Net cash provided by operating activities before income tax and interest 1297 586 568
Income tax payments (91) (76) (102)
Interest received 7 10 13
Dividends received - 1 8
Net cash provided by operating activities 1213 521 487

Capital expenditures (560) (473) (391)
Acquisition of licenses 12) 4) 7)
Acquisition of rights to use trademarks “Sochi 2014” (U] (U] (U]
Acquisition of short-term financial assets (237) (18) (134)
Proceeds from sale of short-term financial assets 77 162 197
Acquisition of long-term financial assets (9) 3) (5)
Proceeds from sale of long-term financial assets 1 6 -
Acquisition of interest in joint ventures and associates 27 (76) 43) (47)
Acquisition of subsidiaries, net of cash acquired 7 (1407) (4) -
Sale of property, plant and equipment 5 4 2
Placements under reverse REPO agreements (7) (15) (31)
Receipts under reverse REPO agreements 6 37 23
Net cash used in investing activities (2 220) (452) (394)
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Consolidated Statement

Rosneft Oil Company

Of CaSh FIOWS (Continued) (in billions of Russian rubles)

Proceeds from short-term loans and borrowings 30 96 55 25
Repayment of short-term loans and borrowings (24) (39) (17)
Proceeds from long-term loans and borrowings 30 1103 351 124
Repayment of long-term loans and borrowings (254) (137) (123)
Proceeds from bonds issuance 30 110 20 -
Repayment of other financial liabilities (12) - -
Proceeds from sale of subsidiaries stock 37 97 - -
Acquisition of treasury stock - (75) (3)
Acquisition of non-controlling interests in subsidiaries - 2) m
Dividends paid to shareholders (85) 7 27
Interest paid (63) (29) (24)
Net cash provided by/(used in) financing activities 968 73 (56)
Net (decrease)/increase in cash and cash equivalents (39) 142 37
Cash and cash equivalents at beginning of period 19 299 166 127
Effect of foreign exchange on cash and cash equivalents 15 9) 2
Cash and cash equivalents at end of period 19 275 299 166
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Notes to the Consolidated Financial Statements.
December 31, 2013

1.  GENERAL

Open Joint Stock Company (“OJSC”) Rosneft Oil Company (“Rosneft”) and its subsidiaries (collectively, the “Company”) are principally engaged in exploration, development, production and
sale of crude oil and gas and refining, transportation and sale of petroleum products in the Russian Federation and in certain international markets.

Rosneft State Enterprise was incorporated as an open joint stock company on December 7, 1995. All assets and liabilities previously managed by Rosneft State Enterprise were transferred to
the Company at their book value effective on that date together with the Government of the Russian Federation (the “State”) ownership in other privatized oil and gas companies. The transfer of
assets and liabilities was made in accordance with Russian Government Resolution No. 971 dated September 29, 1995, On the Transformation of Rosneft State Enterprise into an Open Joint Stock
Company “Oil Company Rosneft”. Such transfers represented a reorganization of assets under the common control of the State and, accordingly, were accounted for at their book value. In 2005, the
State contributed the shares of Rosneft to the share capital of OJSC ROSNEFTEGAS. As of December 31, 2005, 100% of the shares of Rosneft less one share were owned by OJSC ROSNEFTEGAS
and one share was owned by the Russian Federation Federal Agency for the Management of Federal Property. Subsequently, OJSC ROSNEFTEGAS’ ownership interest decreased through additional
issuance of shares during Rosneft’s Initial Public Offering (“IPO”) in Russia, issuance of Global Depository Receipts (“GDR”) for the shares on London Stock Exchange and the share swap realized
during the merger of Rosneft and certain subsidiaries during 2006. In March 2013 in the course of TNK-BP acquisition (Note 7), OJSC ROSNEFTEGAS sold 5.66% of Rosneft shares to BP plc. (“BP”).
As of December 31, 2013 OJSC ROSNEFTEGAS’ ownership interest in Rosneft was 69.50%.

Under Russian legislation, natural resources, including oil, gas, precious metals and minerals and other commercial minerals situated in the territory of the Russian Federation are the prop-
erty of the State until they are extracted. Law of the Russian Federation No. 2395-1, On Subsurface Resources, regulates relations arising in connection with the geological study, and the use and
protection of subsurface resources in the territory of the Russian Federation. Pursuant to the law, subsurface resources may be developed only on the basis of a license. A license is issued by the
regional governmental body and contains information on the site to be developed, the period of activity, as well as financial and other conditions. The Company holds licenses issued by competent
authorities for geological studies, exploration and development of oil and gas blocks, fields, and shelf in areas where its subsidiaries are located.

The Company is subject to export quotas set by the Russian Federation State Pipeline Commission to allow equal access to the limited capacity of oil pipeline system owned and operated by
0OJSC AK Transneft. The Company exports certain quantities of crude oil bypassing OJSC AK Transneft system thus achieving higher export capacity. The remaining production is processed at the
Company'’s and third parties’ refineries for further sale on domestic and international markets.

2. BASIS OF PREPARATION

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards, including all International Financial Reporting Standards (“IFRS”)
and Interpretations issued by the International Accounting Standards Board (“IASB”) and effective in the reporting period, and are fully compliant therewith.

These consolidated financial statements have been prepared on a historical cost basis, except certain financial assets and liabilities measured at fair value (Note 38).

Rosneft and its subsidiaries maintain their books and records in accordance with statutory accounting and taxation principles and practices applicable in respective jurisdictions. These consol-
idated financial statements were derived from the Company’s statutory books and records.

The Company’s consolidated financial statements are presented in billions of Russian rubles (“RUB”), unless otherwise indicated.

The consolidated financial statements were approved and authorized for issue by the President of the Company on February 4, 2014.

Subsequent events have been evaluated through February 4, 2014, the date these consolidated financial statements were issued.

3. SIGNIFICANT ACCOUNTING POLICIES

The accompanying consolidated financial statements differ from the financial statements issued for statutory purposes in that they reflect certain adjustments, not recorded in the Company’s
statutory books, which are appropriate to present the financial position, results of operations and cash flows in accordance with IFRS. The principal adjustments relate to: (1) recognition of certain
expenses; (2) valuation and depreciation of property, plant and equipment; (3) deferred income taxes; (4) valuation allowances for unrecoverable assets; (5) accounting for the time value of money;
(6) accounting for investments in oil and gas property and conveyances; (7) consolidation principles; (8) recognition and disclosure of guarantees, contingencies, commitments and certain assets and
liabilities; (9) business combinations and goodwill; (10) accounting for derivative instruments; (11) purchase price allocation to the identifiable assets acquired and the liabilities assumed.

The consolidated financial statements include the accounts of majority-owned, controlled subsidiaries and special-purpose entities where the Company holds a beneficial interest. All significant
intercompany transactions and balances have been eliminated. The equity method is used to account for investments in associates in which the Company has the ability to exert significant influence
over the associates’ operating and financial policies. The investments in entities where the Company holds the majority of shares, but does not exercise control, are also accounted for using the
equity method. Investments in other companies are accounted for at fair value or cost adjusted for impairment, if any.

Business combinations, goodwill and other intangible assets

Acquisitions by the Company of controlling interests in third parties (or interest in their charter capital) are accounted for using the acquisition method.

Acquisition date is the date when effective control over the acquiree passes to the Company.

The cost of an acquisition is measured as the aggregate of the consideration transferred, measured at acquisition date fair value and the amount of any non-controlling interest in the acquiree.
For each business combination, the Company elects whether it measures the non-controlling interest in the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable
net assets. Acquisition costs incurred are expensed and included in administrative expenses.

Any contingent consideration to be transferred by the acquirer will be recognized at fair value at the acquisition date. Subsequent changes to the fair value of the contingent consideration which
is deemed to be an asset or liability, will be recognized in accordance with IAS 39, Financial Instruments: Recognition and Measurement, either in profit or loss or as a change to other comprehensive
income. If the contingent consideration is classified as equity, it will not be remeasured.

Goodwill is initially measured at cost being the excess of the aggregate of the consideration transferred and the amount recognized for non-controlling interest over the fair value of net identi-
fiable assets acquired and liabilities assumed. If this consideration is lower than the fair value of the net assets of the subsidiary acquired, the difference is recognized in profit or loss.

Associates

Investments in associates are accounted for using the equity method unless they are classified as non-current assets held for sale. Under this method, the carrying value of investments in
associates is initially recognized at the acquisition cost.

The carrying value of investments in associates is increased or decreased by the Company’s reported share in profit or loss and other comprehensive income of the investee after the acquisition
date. The Company’s share in profit or loss and other comprehensive income of an associate is recognized in the Company’s consolidated statement of comprehensive income as profit or loss and
other comprehensive income, respectively. Dividends paid by the associate are accounted for as a reduction of the carrying value of investments.

The Company’s net investment in associates includes the carrying value of the investment in these associates as well as other long-term investments that are, in substance, investments in
associates, such as loans. If the share in losses exceeds the carrying value of the investment in associates and the value of other long-term investments related to investments in these associates,
the Company ceases to recognize its share in losses when the carrying value reaches zero. Any additional losses are provided for and liabilities are recognized only to the extent that the Company
has legal or constructive obligations or has made payments on behalf of the associate.

If the associate subsequently makes profits, the Company resumes recognizing its share in these profits only after its share of the profits equals the share of losses not recognized.

The carrying value of investments in associates is tested for impairment by reconciling its recoverable amount (the higher of its value in use and fair value less costs to sell) to its carrying value,
whenever impairment indicators are identified.

Joint arrangements

The Company participates in joint arrangements either in the form of joint ventures or joint operations.

A joint venture implies that the parties that have joint control of the arrangement have rights to the net assets of the arrangement. A joint venture involves establishing a legal entity where the
Company and other participants have respective equity interests. Equity interests in joint ventures are accounted for under the equity method.

The Company’s share in net profit or loss of joint ventures is recognized in the consolidated statement of comprehensive income as profit or loss from the date that joint control commences
until the date that joint control ceases.

A joint operation implies that the parties that have joint control of the arrangement have rights to the assets, and obligations for the liabilities, relating to the arrangement. In relation to its
interest in a joint operation the Company recognizes its assets, including its share of any assets held jointly, its liabilities, including its share of any liabilities incurred jointly, its revenue from the sale
of its share of the output arising from the joint operation, its share of the revenue from the sale of the output by the joint operation, its expenses, including its share of any expenses incurred jointly.

Cash and cash equivalents

Cash represents cash on hand, in the Company’s bank accounts, in transit and interest bearing deposits which can be effectively withdrawn at any time without prior notice or penalties re-
ducing the principal amount of the deposit. Cash equivalents are highly liquid, short-term investments that are readily convertible to known amounts of cash and have original maturities of three
months or less from their date of purchase. They are carried at cost plus accrued interest, which approximates fair value. Restricted cash is presented separately in the consolidated balance sheet
if its amount is significant.
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Financial assets

The Company recognizes financial assets on its balance sheet when, and only when, it becomes a party to the contractual provisions of the financial instrument. When financial assets are
recognized initially, they are measured at fair value, which is usually the price of the transaction, i.e. the fair value of consideration paid or received.

When financial assets are recognized initially, they are classified as following: (1) financial assets at fair value through profit or loss, (2) loans issued and accounts receivable, (3) financial assets
held to maturity, (4) financial assets available for sale, as appropriate.

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets designated as financial assets at fair value through profit or loss at initial recogni-
tion. Financial assets held for trading are those which are acquired principally for the purpose of sale or repurchase in the near future or are part of a portfolio of identifiable financial instruments that
have been commonly managed and for which there is evidence of a recent pattern of actual short term profit taking, or which are derivative instruments (unless the derivative instrument is defined
as an effective hedging instrument). Financial assets at fair value through profit or loss are classified in the consolidated balance sheet as current assets and changes in the fair value are recognized
in the consolidated statement of comprehensive income as Finance income or Finance expenses.

All derivative instruments are recorded in the consolidated balance sheet at fair value in either current financial assets, non-current financial assets, current liabilities related to derivative in-
struments, non-current liabilities related to derivative instruments. Recognition and classification of a gain or loss that results from recognition of an adjustment of a derivative instrument at fair value
depends on the purpose for issuing or holding the derivative instrument. Gains and losses from derivatives that are not accounted for as hedges under International Accounting Standard (“IAS”) 39,
Financial Instruments: Recognition and Measurement, are recognized immediately in the consolidated statement of comprehensive income.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. Subsequent to initial
recognition, the fair value of financial assets at fair value that are quoted in an active market is defined as bid prices for assets and ask prices for issued liabilities as of the measurement date.

If no active market exists for financial assets, the Company measures the fair value using the following methods:

- analysis of recent transactions with peer instruments between independent parties;

« current fair value of similar financial instruments;

- discounting future cash flows.

The discount rate reflects a minimum return on investment an investor is willing to accept before starting an alternative project, given its risk and the opportunity cost of forgoing other projects.

Loans issued and accounts receivable include non-derivative financial instruments with fixed or determinable payments that are not quoted in an active market, not classified as financial assets
held for trading and have not been designated as at fair value through profit or loss or available for sale. If the Company cannot recover all of its initial investment in the financial asset due to reasons
other than deterioration of its quality, the financial asset is not included in this category. After initial recognition, loans issued and accounts receivable are measured at amortized cost using the
effective interest rate method (“EIR”), less impairment losses. The EIR amortization is included in Finance income in the consolidated statement of comprehensive income. The losses arising from
impairment are recognized in the consolidated statement of comprehensive income in Finance expenses.

The Company does not classify financial assets as held to maturity if, during either the current financial year or the two preceding financial years, the Company has sold, transferred or exercised
a put option on more than an insignificant (in relation to the total) amount of such investments before maturity unless: (1) such financial asset was close enough to maturity or call date so that changes
in the market rate of interest did not have a significant effect on the financial asset’s fair value; (2) after substantially all of the financial asset’s original principal had been collected through scheduled
payments or prepayments; or (3) due to an isolated non-recurring event that is beyond the Company’s control and could not have been reasonably anticipated by the Company.

Dividends and interest income are recognized in the consolidated statement of comprehensive income on an accrual basis. The amount of accrued interest income is calculated using effective
interest rate.

All other financial assets not included in the other categories are designated as financial assets available for sale. Specifically, shares of other companies not included in the first category are
designated as available for sale. In addition, the Company may include any financial asset in this category at the initial recognition.

Financial liabilities

The Company recognizes financial liabilities on its balance sheet when, and only when, it becomes a party to the contractual provisions of the financial instrument. When financial liabilities are
recognized initially, they are measured at fair value, which is usually the price of the transaction, i.e. the fair value of consideration paid or received.

When financial liabilities are recognized initially, they are classified as following:

- financial liabilities at fair value through profit or loss;

« other financial liabilities.

Financial liabilities at fair value through profit or loss are financial liabilities held for trading unless such liabilities are linked to delivery of unquoted equity instruments.

At the initial recognition, the Company may include in this category any financial liability, except equity instruments that are not quoted in an active market and whose fair value cannot be reliably
measured. However, subsequent to initial recognition, the liability cannot be reclassified.

Financial liabilities not classified as financial liabilities at fair value through profit or loss are designated as other financial liabilities. Other financial liabilities include, inter alia, trade and other
accounts payable, loans and borrowings payable.

Subsequent to initial recognition, financial liabilities at fair value through profit or loss are measured at fair value, with changes in fair value recognized in profit or loss in the consolidated
statement of comprehensive income. Other financial liabilities are carried at amortized cost.

The Company writes off a financial liability (or a part of a financial liability) from its balance sheet when, and only when, it is extinguished — i.e. when the obligation specified in the contract is
discharged or cancelled or expires. The difference between the carrying value of a financial liability (or a part of a financial liability) extinguished or transferred to another party and the redemption
value, including any transferred non-monetary assets and assumed liabilities, is recognized in profit or loss. Any previously recognized components of other comprehensive income pertaining to this
financial liability are also included in the financial result and are recognized as gains and losses for the period.

Earnings per share

Basic earnings per share is calculated by dividing net earnings attributable to common shares by the weighted average number of common shares outstanding during the corresponding
period. In the absence of any securities-to-shares conversion transactions, the amount of basic earnings per share stated in these consolidated financial statements is equal to the amount of diluted
earnings per share.

Inventories
Inventories consisting primarily of crude oil, petroleum products, petrochemicals and materials and supplies are accounted for at the weighted average cost unless net realisable value is less
than cost. Materials that are used in the production are not written down below cost if the finished products in which they will be incorporated are expected to be sold above cost.

Repurchase and resale agreements

Securities sold under agreements to repurchase (“REPO”) and securities purchased under agreements to resell (“reverse REPO”) generally do not constitute a sale for accounting purposes of
the underlying securities, and so are treated as collateralized financing transactions. Interest paid or received on all REPO and reverse REPO transactions is recorded in Finance expense or Finance
income, respectively, at the contractually specified rate using the effective interest method.

Exploration and Production assets
Exploration and Production assets include exploration and evaluation assets, mineral rights and oil and gas properties (development assets and production assets).

Exploration and evaluation costs

The Company recognizes exploration and evaluation costs using the successful efforts method as permitted by IFRS 6, Exploration for and Evaluation of Mineral Resources. Under this method,
all costs related to exploration and evaluation (license acquisition costs, exploration and appraisal drilling) are temporarily capitalized in cost centers by field (well) until the drilling program results in
discovering economically feasible oil and gas reserves.

The length of time necessary for this determination depends on the specific technical or economic difficulties in assessing the recoverability of the reserves. If a determination is made that the
well did not encounter oil and gas in economically viable quantities, the well costs are expensed to Exploration expenses in the consolidated statement of comprehensive income.

Exploration and evaluation costs, except for costs associated with seismic, topographical, geological, geophysical surveys, are initially capitalized as exploration and evaluation assets. Exploration
and evaluation assets are recognized at cost less impairment, if any, as property, plant and equipment until the existence (or absence) of commercial reserves has been established. Initial cost of
exploration and evaluation assets acquired through a business combination is formed as a result of purchase price allocation. The cost allocation to mineral rights to proved properties and mineral
rights to unproved properties is performed based on the respective oil and gas reserve information. Exploration and evaluation assets are subject to technical, commercial and management review
as well as review for indicators of impairment at least once a year. This is to confirm the continued intent to develop or otherwise extract value from the discovery. When indicators of impairment
are present, impairment test is performed.

If subsequently commercial reserves are discovered, the carrying value, less losses from impairment of respective exploration and evaluation assets, is classified as oil and gas properties
(development assets). However, if no commercial reserves are discovered, such costs are expensed after exploration and evaluation activities have been completed.

Development and production

Oil and gas properties (development assets) are accounted for on a field-by-field basis and represent (1) capitalized costs to develop discovered commercial reserves and to put fields into
production, and (2) exploration and evaluation costs incurred to discover commercial reserves reclassified from exploration and evaluation assets to oil and gas properties (development assets)
following discovery of commercial reserves.

Oil and gas properties (development assets) costs include the expenditures to acquire such assets, directly identifiable overhead expenses, capitalized financing costs and related asset retire-
ment (decommissioning) obligation costs. Oil and gas properties (development assets) are generally recognized as construction in progress.

Following commencement of commercial production, oil and gas properties (development assets) are reclassified as oil and gas properties (production assets).
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Other property, plant and equipment

Property, plant and equipment are stated at historical cost as of the acquisition date, except for property, plant and equipment acquired prior to January 1, 2009, which is stated at deemed
cost, net of accumulated depreciation and impairment. The cost of maintenance, repairs, and replacement of minor items of property is charged to operating expenses. Renewals and betterments
of assets are capitalized.

Upon sale or retirement of property, plant and equipment, the cost and related accumulated depreciation are eliminated from the accounts. Any resulting gains or losses are included in profit or loss.

Depreciation, depletion and amortization

QOil and gas properties are depleted using unit-of-production method on field-by-field basis starting from the commencement of commercial production.

In applying the unit-of-production method to mineral licenses, the depletion rate is based on total proved reserves. In applying the unit-of-production method to other oil and gas properties,
the depletion rate is based on proved developed reserves.

Other property, plant and equipment are depreciated using the straight line method over their estimated useful lives from the time they are ready for use, except for catalysts which are amortized
using the unit-of-production method.Components of other property, plant and equipment and respective estimated useful life are as follows:

Buildings and structures 30-45 years
Plant and machinery 5-25 years
Vehicles and other property, plant and equipment 6-10 years
Service vessels 20 years
Offshore drilling assets 20 years

Land generally has an indefinite useful life and, thus, is not depreciated.
Land leasehold rights are amortized on a straight line basis over their expected useful life, which averages 20 years.

Construction grants
The Company recognizes construction grants from local governments when there is reasonable assurance that the Company will comply with the conditions attached and that the grant will be
received. The construction grants are accounted for as a reduction of the cost of the asset for which the grant is received.

Impairment of non-current assets
The Company assesses at each balance sheet date whether there is any indication that an asset or cash-generating unit may be impaired. If any such indication exists, the Company estimates
the recoverable amount of the asset or cash-generating unit.

In assessing whether there is any indication that an asset may be impaired, the Company considers internal and external sources of information. It considers at least the following:

External sources of information:

« during the period, an asset’s market value has declined significantly more than would be expected as a result of the passage of time or normal use;

- significant changes with an adverse effect on the Company have taken place during the period, or will take place in the near future, in the technological, market, economic or legal environment
in which the Company or in the market to which an asset is dedicated;

- market interest rates or other market rates of return on investments have increased during the period, and those increases are likely to affect the discount rate used in calculating an asset’s
value in use and decrease the asset’s recoverable amount materially;

« the carrying amount of the net assets of the Company is more than its market capitalization.

Internal sources of information:

- evidence is available of obsolescence or physical damage of an asset;

« significant changes with an adverse effect on the Company have taken place during the period, or are expected to take place in the near future, in the extent to which, or manner in which,
an asset is used or is expected to be used (e.g., the asset becoming idle and reassessing the useful life of an asset as finite rather than indefinite);

- information on dividends from a subsidiary, joint venture or associate;

« evidence is available from internal reporting that indicates that the economic performance of an asset is, or will be, worse than expected. Such evidence includes the existence of:

« cash flows for acquiring the asset, or subsequent cash needs for operating or maintaining it, that are significantly higher than those originally budgeted;

- actual net cash flows or operating profit or loss flowing from the asset that are significantly worse than those budgeted;

- asignificant decline in budgeted net cash flows or operating profit, or a significant increase in budgeted loss, flowing from the asset;

- operating losses or net cash outflows for the asset, when current period amounts are aggregated with budgeted amounts for the future.

The following factors indicate that exploration and evaluation assets may be impaired:

the period for which the Company has the right to explore in the specific area has expired during the period or will expire in the near future, and is not expected to be renewed;
substantive expenditure on further exploration for and evaluation of mineral resources in the specific area is neither budgeted nor planned;

exploration for and evaluation of mineral resources in the specific area have not led to the discovery of commercially viable quantities of mineral resources and the Company has decided
to discontinue such activities in the specific area;

sufficient data exist to indicate that, although a development in the specific area is likely to proceed, the carrying amount of the exploration and evaluation asset is unlikely to be recovered
in full from successful development or by sale.

The recoverable amount of an asset or a cash-generating unit is the higher of:
« value in use of an asset (cash-generating unit) and
« fair value of an asset (cash-generating unit) less costs to sell.

If the asset does not generate cash inflows that are largely independent of those from other assets, its recoverable amount is determined for the asset’s cash-generating unit.

The Company initially measures the value in use of a cash-generating unit. When the carrying amount of a cash-generating unit is greater than its value in use, the Company measures the unit’s
fair value for the purpose of measuring the recoverable amount. When the fair value is less than the carrying value impairment loss is recognized.

Value in use is determined by discounting the estimated value of the future cash inflows expected to be derived from the asset or cash-generating unit, including cash inflows from its sale. The
value of the future cash inflows from a cash-generating unit is determined based on the forecast approved by management of the business unit to which the unit in question pertains.

Impairment of financial assets

At each balance sheet date the Company analyzes whether there is objective evidence of impairment for all categories of financial assets, except those recorded at fair value through profit or
loss. A financial asset or a group of financial assets is deemed to be impaired if there is objective evidence of impairment as a result of one or more events that has occurred since the initial recog-
nition of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated future cash flows of the financial asset or the group of financial assets that can be reliably estimated.
Evidence of impairment may include (but not limited to) indications that the debtors or a group of debtors is experiencing financial difficulty, default or delinquency in interest or principal payments,
the probability that they will enter bankruptcy or other financial reorganization and observable data indicating that there is a measurable decrease in the estimated future cash flows, such as changes
in arrears or economic conditions that correlate with defaults.

Capitalized interest

Interest expense related to the use of borrowed funds used for capital construction projects and acquisition of property, plant and equipment is capitalized provided that such interest expense
could have been avoided if the Company had not made capital investments. Interest is capitalized only during the period when construction activities are actually in progress and until the resulting
properties are put into operation.

Leasing agreements

Leases, which transfer to the Company substantially all the risks and benefits incidental to ownership of the asset, are classified as financial lease and are capitalized at the commencement of
the lease at the fair value of the leased property or, if it is lower than the cost, at the present value of the minimum lease payments. Lease payments are apportioned between the finance expenses
and reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the liabilities. Finance expenses are charged directly to the consolidated statement of
comprehensive income.

Leased property, plant and equipment are accounted for using the same policies as applied to the Company’s own assets. In determining the useful life of a leased item of property, plant and
equipment, consideration is given to the probability of transfer of title to the lessee at the end of the lease term.

If there is no reasonable certainty that the lessee will obtain ownership by the end of the lease term, the asset shall be fully depreciated over the shorter of the lease term and its useful life.
Where such certainty exists, the asset is depreciated over its useful life.

Leases where the lessor retains substantially all the risks and benefits of ownership of the assets are classified as operating leases. Operating lease payments are recognized as an expense
in the consolidated statement of comprehensive income on a straight-line basis over the lease term.
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Asset retirement (d issioning) obligations

The Company has asset retirement (decommissioning) obligations associated with its core business activities. The nature of the assets and potential obligations are as follows:

The Company’s exploration, development and production activities involve the use of wells, related equipment and operating sites, oil gathering and treatment facilities, tank farms and in-field
pipelines. Generally, licenses and other regulatory acts require that such assets be decommissioned upon the completion of production. According to these requirements, the Company is obliged to
decommission wells, dismantle equipment, restore the sites and perform other related activities. The Company’s estimates of these obligations are based on current regulatory or license requirements,
as well as actual dismantling and other related costs. These liabilities are measured by the Company using the present value of the estimated future costs of decommissioning of these assets. The
discount rate is reviewed at each reporting date and reflects current market assessments of the time value of money and the risks specific to the liability.

In accordance with IFRS Interpretations Committee (“IFRIC”) 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities, the provision is reviewed at each balance sheet date as follows:

« upon changes in the estimates of future cash flows (e.g., the costs of and timeframe for abandoning one well) or a discounting rate, changes in the amount of the liability are included in the

cost of the item of plant, property and equipment, whereby such cost may not be negative and may not exceed the recoverable value of the item of plant, property and equipment;

- any changes in the liability due to its nearing maturity (change in the discount) are recognized in Finance expenses.

The Company’s refining and distribution activities involve refining operations, marine and other distribution terminals, and retail sales. The Company’s refining operations consist of major
petrochemical operations and industrial complexes. Legal or contractual asset retirement (decommissioning) obligations related to petrochemical, oil refining and distribution activities are not
recognized due to the limited history of such activities in these segments, the lack of clear legal requirements as to the recognition of obligations, as well as the fact that decommissioning period
for such assets are not determinable.

Because of the reasons described above the fair value of an asset retirement (decommissioning) obligation of the refining and distribution segment cannot be reasonably estimated. Due to
continuous changes in the Russian regulatory and legal environment, there could be future changes to the requirements and contingencies associated with the retirement of long-lived assets.

Income tax

From 2012 Russian tax legislation permits to calculate income taxes on a consolidated basis. Therefore the main subsidiaries of the Company which do not have non-controlling interest were
combined into the Consolidated group of taxpayers (Note 41). For subsidiaries which are not included to the Consolidated group of taxpayers income taxes were calculated on an individual subsidiary
basis. Deferred income tax assets and liabilities are recognized in the accompanying consolidated financial statements in the amount determined by the Company in accordance with IAS 12, Income Taxes.

Deferred tax is provided using the liability method on temporary differences at the reporting date between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.

A deferred tax liability is recognized for all taxable temporary differences, except to the extent that the deferred tax liability arises from:
the initial recognition of goodwill;
the initial recognition of an asset or liability in a transaction which:
is not a business combination; and
affects neither accounting profit, nor taxable profit;
the investments in subsidiaries when the Company is able to control the timing of the reversal of the temporary differences and it is probable that the temporary differences will not reverse
in the foreseeable future.

A prior period tax loss used to reduce the current amount of income tax is recognized as a deferred tax asset.

A deferred tax asset is recognized only to the extent that it is probable that taxable profit will be available against which the deductible temporary differences can be utilized, unless the deferred
tax asset arises from the initial recognition of an asset or liability in a transaction that:

« is not a business combination; and

- atthe time of the transaction, affects neither accounting profit nor taxable profit (tax loss).

The Company recognizes deferred tax assets for all deductible temporary differences arising from investments in subsidiaries and associates, and interests in joint ventures, to the extent that
the following two conditions are met:

« the temporary difference will reverse in the foreseeable future; and

- taxable profit will be available against which the temporary difference can be utilized.

Deferred tax assets and liabilities shall be measured at the tax rates that are expected to apply to the period when the asset is realized or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax assets and liabilities reflects the tax consequences that would follow from the manner in which the Company expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities. Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied by the same taxation authority and the Company intends to settle its current tax assets and liabilities on a net basis.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date.

The Company reduces the carrying amount of a deferred tax asset to the extent that it is no longer probable that sufficient taxable profit will be available to allow the benefit of part or all of
that deferred tax asset to be utilized.

Deferred tax assets and liabilities are classified as Non-current Deferred tax assets and Non-current Deferred tax liabilities, respectively.

Deferred tax assets and liabilities are not discounted.

Recognition of revenues

Revenues are recognized when risks and rewards pass to the customer which usually occurs when the title passes to the customer, providing that the contract price is fixed or determinable
and collectability of the receivable is reasonably assured. Specifically, domestic sales of crude oil and gas, as well as petroleum products and materials are usually recognized when title passes. For
export sales, title generally passes at the border of the Russian Federation and the Company covers transportation expenses (except freight), duties and taxes on those sales (Note 10). Revenue is
measured at the fair value of the consideration received or receivable taking into account the amount of any trade discounts, volume rebates and reimbursable taxes.

Sales of support services are recognized as services are performed provided that the service price can be determined and no significant uncertainties regarding the receipt of revenues exist.

Transportation expenses

Transportation expenses recognized in the consolidated statement of comprehensive income represent all expenses incurred by the Company to transport crude oil for refining and to end
customers, and to deliver petroleum products from refineries to end customers (these may include pipeline tariffs and any additional railroad transportation costs, handling costs, port fees, sea
freight and other costs).

Refinery maintenance costs
The Company recognizes the costs of overhauls and preventive maintenance performed with respect to oil refining assets as expenses when incurred.

Environmental liabilities
Expenditures that relate to an existing condition caused by past operations, and do not have a future economic benefit, are expensed. Liabilities for these expenditures are recorded when
environmental assessments or clean-ups are probable and the costs can be reasonably estimated.

Accounting for contingencies

Certain conditions may exist as of the date of these consolidated financial statements which may further result in a loss to the Company, but which will only be resolved when one or more future
events occur or fail to occur. The Company’s management makes an assessment of such contingent liabilities which is based on assumptions and is a matter of opinion. In assessing loss contingen-
cies relating to legal or tax proceedings that involve the Company or unasserted claims that may result in such proceedings, the Company, after consultation with legal or tax advisors, evaluates the
perceived merits of any legal or tax proceedings or unasserted claims as well as the perceived merits of the amount of relief sought or expected to be sought therein.

If the assessment of a contingency indicates that it is probable that a loss will be incurred and the amount of the liability can be estimated, then the estimated liability is accrued in the Company’s
consolidated financial statements. If the assessment indicates that a potentially material loss contingency is not probable, but is reasonably possible, or is probable but cannot be estimated, then
the nature of the contingent liability, together with an estimate of the range of possible loss if determinable and material, would be disclosed.

Loss contingencies considered remote are generally not disclosed unless they involve guarantees, in which case the nature of the guarantee would be disclosed. However, in some instances
in which disclosure is not otherwise required, the Company may disclose contingent liabilities or other uncertainties of an unusual nature which, in the judgment of management after consultation
with its legal or tax counsel, may be of interest to shareholders or others.

Taxes collected from customers and remitted to governmental authorities

Refundable excise is deducted from revenues. Non-refundable excise and customs duties are not deducted from revenues and are recognized as expenses in Taxes other than income tax
in the consolidated statement of comprehensive income.

Value-added tax (“VAT”) receivable and payable is recognized, respectively, as Prepayments and other current assets and Other tax liabilities in the consolidated balance sheet.

Functional and presentation currency

The financial statements are presented in Russian Rubles, which is the functional currency of Rosneft Oil Company and all of its subsidiaries operating in the Russian Federation. A functional
currency of the foreign subsidiaries is generally the US dollar.
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Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in the profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value is determined.

The Company'’s subsidiaries
The results and financial position of all of the Company’s subsidiaries, joint ventures and associates that have a functional currency different from the presentation currency are translated into
the presentation currency as follows:
- assets and liabilities for each balance sheet presented are translated at the closing rate at that reporting date;
- income and expenses for each statement of comprehensive income are translated at average exchange rates (unless this average is not a reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in which case income and expenses are translated at the rate on the dates of the transactions); and
« all resulting exchange differences are recognized as a separate component of other comprehensive income.

Prepayment on oil supply contracts

In the course of business the Company enters into long-term oil supply contracts. The contract terms may require the buyer to make a prepayment.

The Company considers long-term oil supply contracts to be a regular way sales entered into and continued to be held for the purpose of the receipt or delivery of a non-financial item in
accordance with the Company’s expected purchase, sale or usage requirements. A regular way sale contracts are exempted from the scope of IAS 32, Financial Instruments: Presentation, and IAS
39, Financial Instruments: Recognition and Measurement.

Conditions to meet the definition of a regular way sale are not met if either of the following applies:

- ability to settle net in cash or another financial instrument, or by exchanging financial instruments, is not explicit in the terms of the contract, but the Company has a practice of settling similar
contracts net in cash or another financial instrument or by exchanging financial instruments (whether with the counterparty, by entering into offsetting contracts or by selling the contract
before its exercise or lapse);

« for similar contracts, the Company has a practice of taking delivery of the underlying and selling it within a short period after delivery for the purpose of generating a profit from short-term
fluctuations in price or dealer’s margin.

Prepayments for the delivery of goods or respective deferred revenue are accounted for as non-financial liabilities because the outflow of economic benefits associated with them is the delivery

of goods and services rather than a contractual obligation to pay cash or another financial asset.

Changes in accounting policies and disclosures

The accounting policies adopted are consistent with those of the previous financial year except for the adoption of new standards and interpretations effective as of January 1, 2013 and a
voluntary change in accounting policy described below.

Effective January 1, 2013, the Company voluntarily changed its accounting policy which has an effect on the prior reporting periods. In applying the unit-of-production method to oil and gas
properties (excluding mineral licenses), the depletion rate is based on proved developed reserves. Capitalized costs applicable to this category of reserves are included in the depreciable amount
to achieve a proper matching of costs and production. In certain cases it is difficult to reliably assign the construction in progress costs to proved developed reserves. For example, if an oil field is
not fully developed, there may be construction in progress costs that do not relate, in total or in part, to proved developed reserves. To improve matching of costs and production the Company has
decided to exclude the construction in progress costs from the depreciable amounts in applying the unit-of-production method to oil and gas properties. This change was accounted for as a change
in accounting policy and applied retrospectively. As a result of this change, Depreciation, depletion and amortization for the years ended December 31, 2012 and 2011 decreased RUB 32 billion and
RUB 20 billion, respectively. As of December 31, 2012 total cumulative effect from the change in accounting policy was an increase of RUB 59 billion and was recorded in Retained earnings. The
effect on Net income attributable to Rosneft per common share (in RUB) — basic and diluted for the year ended December 31, 2012 was an increase of RUB 3.

The Company applies, for the first time, certain standards and amendments effective as of January 1, 2013.

The nature and the impact of each new standard/amendment are described below.

The Company adopted a package of standards on consolidation: IFRS 10, Consolidated Financial Statements, IFRS 11, Joint Arrangements, IFRS 12, Disclosure of Interests in Other Entities.
The package of new standards introduces the new model of control and treatment of joint arrangements and also new disclosure requirements. As a result of the application of the package the
Company has changed its method of accounting for certain joint arrangements from the equity method of accounting to accounting for the assets, liabilities, revenues and expenses relating to the
Company'’s interest in accordance with the IFRSs applicable to the particular assets, liabilities, revenues and expenses. This change required restatement of financial results for the previous periods.

In addition, the application of IFRS 12, Disclosure of Interest in Other Entities, results in additional disclosures in the annual consolidated financial statements.

IFRS 13, Fair Value Measurement, establishes a single source of guidance under IFRS for all fair value measurements. IFRS 13 does not change when an entity is required to use fair value, but
rather provides guidance on how to measure fair value under IFRS when fair value is required or permitted. The application of IFRS 13 has not materially impacted the fair value measurements of
the Company. IFRS 13 also requires specific disclosures of fair values. Some of these disclosures are specifically required for the interim condensed consolidated financial statements. The Company
made these disclosures in Note 38.

IAS 1, Presentation of Financial Statements. The amendments to IAS 1 introduce a grouping of items presented in other comprehensive income. ltems that could be reclassified to profit or loss
at a future point in time now have to be presented separately from items that will never be reclassified. The amendment affected presentation only and had no impact on the Company'’s financial
position or results of operations.

Several other new standards and amendments including amended IFRS 7, Financial Instruments: Disclosure, and IAS 32, Financial Instrument: Presentation, IAS 19, Employee Benefits (Revised
2011), amendments resulting from Annual Improvements 2009-2011 cycle to IAS 1, Presentation of Financial Statements, IAS 16, Property, Plant and Equipment, IAS 32, Financial Instruments: Pre-
sentation, IAS 34, Interim Financial Reporting, were applied for the first time in 2013. Application of these standards and amendments had no significant impact on the Company’s financial position
or results of operations.

The impact of the change from the equity method of accounting to accounting for assets, liabilities, income and expenses in accordance with IFRS 11, Joint Arrangements, in respect of the
Company’s interests in Ruhr Oel GmbH, a joint operation with BP group, engaged in processing and sale of crude oil in Western Europe, and OJSC Tomskneft VNK (“Tomskneft”), a joint operation with
0OJSC Gazprom Neft, engaged in crude oil exploration and production in Western Siberia, on the consolidated balance sheet as of December 31and January 1, 2012 and the consolidated statement
of comprehensive income for the year ended December 31, 2012 is presented below.

The Company’s interests in Ruhr Oel GmbH and Tomskneft are presented using the equity method of accounting in Equity share in profits of joint ventures and associates in the consolidated
statement of comprehensive income for the year ended December 31, 2011.

Impact on the consolidated balance sheet:

INCREASE IN CURRENT ASSETS:

Cash and cash equivalents - 3 3 - - -
Other financial assets 2 2 4 2 3 5
Accounts receivable 10 - 10 8 - 8
Inventories 1 1 2 1 1 2
Prepayments and other current assets 1 - 1 1 1 2
Increase in total current assets 14 6 20 12 5 17
INCREASE/(DECREASE) IN NON-CURRENT ASSETS:

Property, plant and equipment 57 42 99 60 40 100
Investment in Ruhr Oel GmbH (47) - (47) (46) - (46)
Investment in Tomskneft - (38) (38) - (34) (34)
Investments in joint ventures and associates 2 - 2 2 - 2
Deferred tax assets - 2 2 - 2 2
Goodwill - 10 10 - 10 10
Increase in total non-current assets 12 16 28 16 18 34
Increase in total assets 26 22 48 28 23 51

INCREASE IN CURRENT LIABILITIES:
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Accounts payable and accrued liabilities 4 1 5 7 2 9
Loans and borrowings 5 12 17 2 n 13
Other tax liabilities 2 4 6 3 4 7
Increase in total current liabilities " 17 28 12 17 29
(NCREASEINNONCURRENTLIABLITIES:
Deferred tax liabilities 4 5 9 4 5 9
Provisions - 4 4 - 3 3
Other non-current liabilities 13 - 13 12 - 12
Increase in total non-current liabilities 17 9 26 16 8 24
DECREASEINEQUTY:
Other funds and reserves 2) - ) - - -
Retained earnings - 4 4) - (] 2
Decrease in total equity (2) (4) (6) - (2) (2)
Increase in total liabilities and equity 26 22 48 28 23 51

Impact on the consolidated statement of comprehensive income:

Petroleum products and petrochemicals sales - 1 1
Equity share in profits of joint ventures and associates - () (®)
Total revenues and equity share in profits of joint ventures and associates - @) 7)
cossaNDBRENSES
Production and operating expenses 15 12 27
Cost of purchased oil, gas and petroleum products and refining costs (19) (51) (70)
Depreciation, depletion and amortization 4 7 1
Taxes other than income tax - 27 27
Total costs and expenses - (5) (5)
Operating loss - (2) )
Other income - 2 2

Income before income tax - - -

Income tax expense - 2) )

Net loss - (2) (2)

Foreign exchange differences on translation of foreign operations ) - )
Total other comprehensive loss — to be reclassified to loss in subsequent periods, net of tax (2) - (2)
Total comprehensive loss, net of tax (2) (2) (4)
Net loss - 2) (2)

attributable to Rosneft shareholders - (2) 2)

attributable to non-controlling interests — — —

Total comprehensive loss, net of tax (2) (2) (4)

attributable to Rosneft shareholders ) ) 4)

attributable to non-controlling interests - — —

Impact on the consolidated statement of cash flows:

Net cash provided by operating activities 5
Net cash used in investing activities (7)
Net cash provided by financing activities 5
Cash and cash equivalents at end of period 3

4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of consolidated financial statements requires management to make a number of accounting estimates and assumptions that affect the reported amounts of assets and liabilities
and the disclosure of contingent assets and liabilities. Actual results, however, could differ from those estimates.
The most significant accounting estimates and assumptions used by the Company’s management in preparing the consolidated financial statements include:
estimation of oil and gas reserves;
estimation of rights to, recoverability and useful lives of non-current assets;
impairment of goodwill (Note 25 “Intangible assets and goodwill”);
allowances for doubtful accounts receivable and obsolete and slow-moving inventories (Note 21 “Accounts receivable” and Note 22 “Inventories”);
assessment of asset retirement (decommissioning) obligations (Note 3 “Significant accounting policies”, Topic “Asset retirement (decommissioning) obligations” and Note 33 “Provisions”);
assessment of legal and tax contingencies, recognition and disclosure of contingent liabilities (Note 41 “Contingencies”);
assessment of deferred income tax assets and liabilities (Note 3 “Significant accounting policies”, Topic “Income tax” and Note 16 “Income tax”);
assessment of environmental remediation obligations (Note 33 “Provisions” and Note 41 “Contingencies”);
fair value measurements (Note 38 “Fair value of financial instruments”);
assessment of ability to renew operating leases and to enter into new lease agreements;
purchase price allocation to the identifiable assets acquired and the liabilities assumed (Note 7 «Acquisition of subsidiaries»).

-
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Significant estimates and assumptions affecting the reported amounts are those used in determining the economic recoverability of reserves.

The estimated amounts of oil and gas reserves are used in calculating the depletion charges under the unit-of-production method and are made in accordance with the requirements adopted
by U.S. Securities and Exchange Commission (SEC). Estimates are reassessed on an annual basis.

Such estimates and assumptions may change over time when new information becomes available, e.g.:

- obtaining more detailed information on reserves (either as a result of more detailed engineering calculations or additional exploration drilling activities);

« conducting supplemental activities to enhance oil recovery;

« changes in economic estimates and assumptions (e.g. a change in pricing factors).

o

NEW STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE

In December 2011, the IASB amended IAS 32, Financial Instrument: Presentation. Amendments clarify assets and liabilities offsetting rules and introduce new related disclosure requirements.
The amendments to IAS 32 are effective for annual periods beginning on or after January 1, 2014. The Company will adopt revised IAS 32 from January 1, 2014. The Company does not expect the
amendments to have a material impact on the Company’s financial position and results of operations.

In May 2013, the IASB issued Recoverable Amount Disclosures for Non-Financial Assets (amendments to IAS 36, Impairment of Assets). The amendments required additional disclosures
about the measurement of impaired assets (or a group of assets) with a recoverable amount based on fair value less costs of disposal. The amendments to IAS 36 are effective for annual periods
beginning on or after January 1, 2014. The Company will adopt the amendments from January 1, 2014. The Company does not expect the amendments to have a material impact on the Company’s
financial position and results of operations.

In May 2013, the IASB issued Interpretation 21 Levies (IFRIC 21). The interpretation clarifies that an entity recognises a liability for a levy when the activity that triggers payment, as identified by
the relevant legislation, occurs. The interpretation is applicable for annual periods beginning on or after January 1, 2014. The Company will adopt the interpretation from January 1, 2014. The Company
does not expect the IFRIC 21to have a material impact on the Company’s financial position and results of operations.

In June 2013, the IASB issued Novation of Derivatives and Continuation of Hedge Accounting (Amendments to IAS 39, Financial Instruments: Recognition and Measurement). Under the amend-
ments there would be no need to discontinue hedge accounting if a hedging derivative was novated, provided certain criteria are met. The amendments are effective for annual periods beginning
on or after January 1, 2014. The Company will adopt the amendments from January 1, 2014. The Company does not expect the amendments to have a material impact on the Company’s financial
position and results of operations.

In November 2013, the IASB issued a new version of IFRS 9 Financial Instruments (Hedge Accounting and amendments to IFRS 9, IFRS 7 and IAS 39), which includes the new hedge accounting
requirements and some related amendments to IAS 39, Financial Instruments: Recognition and Measurement, and IFRS 7, Financial Instruments: Disclosures. The amendments to IFRS 9 do not
have a mandatory effective date, but are available for application now; a new mandatory effective date will be set when the IASB completes project on the accounting for financial instruments. The
Company will not adopt the amendments from January 1, 2014.

6. CAPITAL AND FINANCIAL RISK MANAGEMENT

Capital management

The Company’s capital management objectives are to secure the ability to continue as a going concern and to optimize the cost of capital in order to enhance value to shareholders.

The Company’s management performs regular assessment of the net debt to capital employed ratio to ensure it meets the Company’s current rating requirements.

The Company’s capital consists of debt obligations, which include long and short-term loans and borrowings, certain other current liabilities, equity attributable to equity holders of Rosneft
that includes share capital, reserves and retained earnings, as well as non-controlling interest. Net debt is a non-IFRS measure and is calculated as a sum of loans and borrowings as reported in the
consolidated balance sheet, plus certain other current liabilities, less cash and cash equivalents and certain temporary investments in short-term financial assets. Net debt to capital employed ratio
enables the users to see how significant net debt is relative to capital employed.

The Company’s net debt to capital employed ratio was as follows:

Total debt 2367 980
Cash and cash equivalents (275) (299)
Other short-term financial assets (232) (90)
Net debt 1860 591
Total equity 3165 2322
Total capital employed 5025 2913
Net debt to capital employed ratio, % 37,0% 20,3%

Financial risk management

In the normal course of business the Company is exposed to the following financial risks: market risk (including foreign currency risk, interest rate risk and commodity price risk), credit risk and
liquidity risk. The Company has introduced a risk management system and developed a number of procedures to measure, assess and monitor risks and select the relevant risk management techniques.

The Company has developed, documented and approved the relevant policies pertaining to market, credit and liquidity risks and the use of derivative financial instruments.

Foreign currency risk

The Group undertakes transactions denominated in foreign currencies and is exposed to foreign exchange risk arising from various currency exposures primarily with respect to the US$ and
Euro. Foreign exchange risk arises from assets, liabilities, commercial transactions and financing denominated in foreign currencies.

The carrying values of monetary assets and liabilities denominated in foreign currencies are presented in the table below:

us$ 518 451 (1966) (711)
Euro 67 66 (133) (106)
Total 585 517 (2099) @®17)

The level of currency risk is assessed on a monthly basis using a sensitivity analysis and is maintained within the limits adopted in line with the Company’s policy. The table below summarizes
the impact on the Company’s income before income tax as a result of appreciation/(depreciation) of RUB against the US$ and euro.

Currency rate change in % 9,77% 10,72% 12,50% 7,86% 9,49% M,77%

Gain/(loss) 142/(142) 28/(28) 48/(48) 5/(5) 4/(4) mn

The financial exposure to foreign currency risk of forecasted operating expense is managed as an integral part of the Company’s risk management program, which seeks to reduce the poten-
tially adverse effect that the volatility of the exchange rate markets may have on operating results. The Company enters into contracts to economically hedge certain of its risks associated with RUB
appreciation (Notes 20, 26, 31). These instruments are not accounted for as accounting hedges pursuant to IAS 39, Financial Instruments: Recognition and Measurement.

Interest rate risk

Loans and borrowings raised at variable interest rates expose the Company to interest rate risk arising on the possible movement of variable element of the overall interest rate. Such risks are
hedged by the Company but the operations are not accounted for as accounting hedges pursuant to IAS 39, Financial Instruments: Recognition and Measurement.

As of December 31, 2013, the Company’s variable rate liability, based on LIBOR and EURIBOR alone, totaled RUB 1,763 billion (net of interest payable). In 2013 and 2012, variable rate funds
raised by the Company were primarily denominated in US$ and Euros.
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The Company analyses its interest rate exposure, including performing scenario analysis to measure an impact on annual income before income tax of an interest rate shift. The table below
summarizes the impact of a potential increase or decrease in LIBOR on the Company’s profit before tax, as applied to the variable element of interest rates on loans and borrowings. The increase/
decrease is based on management estimates of potential interest rate movements.

+6 )
2013
-6 1
+5 -
2012
-5 -
+15 U}
2011
-15 1

Potential change in EURIBOR is insignificant.

The sensitivity analysis is limited only to variable rate loans and borrowings and is conducted with all other variables held constant. The analysis is prepared assuming the amount of variable
rate liability outstanding at the balance sheet date was outstanding for the whole year. Interest rate on variable rate loans and borrowings will effectively change throughout the year in response to
fluctuations in market interest rates.

The impact measured through the sensitivity analysis does not take into account other potential changes in economic conditions, which may accompany the relevant changes in market interest rates.

The Company enters into contracts to economically hedge risks associated with an increasing interest expense on loans and borrowings (Notes 20, 26, 31).

Credit risk

The Company controls own exposure to credit risk. All external customers and their financial guarantors, other than related parties, undergo a creditworthiness check (including sellers, which act on
prepayment basis). The Company performs an ongoing assessment and monitoring of financial position and the risk of default. In the event of default by the parties on their respective obligations under
the financial guarantee contracts, the Company’s exposure to credit risk will be limited to the corresponding contract amounts. As of December 31, 2013, management assessed such risk as remote.

In addition, as part of its cash management and credit risk function, the Company regularly evaluates the creditworthiness of financial and banking institutions where it deposits cash and
performs trade finance operations. Banking relationships are primarily with Russian subsidiaries of large international banking institutions and certain large Russian banks. The Company’s exposure
to credit risk is limited to the carrying amount of financial assets recognized in the consolidated balance sheet.

Liquidity risk

The Company has mature liquidity risk management processes covering short-term, mid-term and long-term funding. Liquidity risk is controlled through maintaining sufficient reserves and the
adequate amount of committed credit facilities and loan funds. Management conducts regular monitoring of projected and actual cash flow information, analyses the repayment schedules of the
existing financial assets and liabilities and performs annual detailed budgeting procedures.

Contractual maturities of the Company’s financial liabilities are presented below:

Loans and borrowings - 12 533 505 1150
Finance lease liabilities - 4 6 4 14
Accounts payable to suppliers and contractors - n7 - - n7
Salary and other benefits payable - 22 - - 22
Banking customer accounts 4 - - - 4
Other accounts payable - 13 - - 13

Loans and borrowings - 721 1359 556 2636
Finance lease liabilities - 5 6 3 14
Accounts payable to suppliers and contractors - 187 - - 187
Salary and other benefits payable - 45 - - 45
Voluntary offer to acquire OJSC RN Holding securities (Note 37) 153 - - - 153
Banking customer accounts 36 - - - 36
Other accounts payable - 22 - - 22
Derivative financial liabilities - 6 - - 6
Part of other current liabilities - 7 - -

Loans and borrowings above exclude certain Yukos related borrowings and promissory notes payable that were carried in the books of the former Yukos subsidiaries the Company acquired
through the auctions for the sale of the assets of Yukos. The borrowings and promissory notes payable are being disputed by the Company (Notes 30, 41).

7. ACQUISITION OF SUBSIDIARIESIIPUOBPETEHUE THK-BP
Acquisition of TNK-BP

On March 21, 2013, the Company completed the acquisition of an aggregate 100% equity interest in TNK BP Limited, the ultimate holding company of TNK-BP, and of its subsidiary TNK Industrial
Holdings Limited (collectively, with their subsidiaries referred to “TNK-BP”).

TNK-BP is a vertically integrated group of companies operating a diversified upstream and downstream portfolio, with assets in Russia, Ukraine, Belarus, Venezuela, Vietnam and Brazil. TNK-BP
was Russia’s third largest oil producer. TNK-BP operates in Russia’s major hydrocarbon regions, including West Siberia, Volga-Urals and East Siberia.

The fair value of consideration paid was RUB 1,767 billion at the acquisition date. The acquisition was effected through two independent transactions with BP and AAR consortium..

The consideration transferred is presented below:

US$16.65 billion in cash at the Central Bank of Russia’s ("CBR") official exchange rate as of the date of acquisition 515

1,360,449,797 Rosneft’s treasury shares (12.84% of share capital) at fair value 327

US$27.73 billion in cash at the CBR official exchange rate as of the date of acquisition 858
Total cash and equity instruments 1700
Fair value of the Company's investment in OJSC Verkhnechonskneftegaz 67
Total consideration transferred 1767

The fair value of the Rosneft’s treasury shares included in the consideration transferred at TNK-BP acquisition was determined at the closing price of the Rosneft’s global depository receipts
listed on the London Stock Exchange as of March 21, 2013.

-
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As a result of TNK-BP acquisition, the Company’s share in OJSC Verkhnechonskneftegaz increased from 25.94% to the controlling share and was accounted for under IFRS 3, Business Combinations,
as a step acquisition. Corresponding revaluation of the Company’s non-controlling share in OJSC Verkhnechonskneftegaz of RUB 38 billion is included in Other income in the consolidated statement
of comprehensive income for the year ended December 31, 2013. Fair value of non-controlling share in OJSC Verkhnechonskneftegaz of RUB 67 billion is included in the consideration transferred.

The acquisition of TNK-BP did not contemplate contingent consideration.

In the course of the transaction the following entities were acquired:

EXPLORATION AND PRODUCTION
0OJSC Nizhnevartovskoe Neftegazodobyvayuschee

Predpriyatie Russia QOil and gas development and production 94.67 96.51
0JSC Varyoganneftegaz Russia QOil and gas development and production 89.34 90.91
LLC Vanyoganneft JV Russia QOil and gas development and production 94.67 96.51
0OJSC TNK-Nyagan Russia QOil and gas development and production 94.67 96.51
0OJSC Tumenneftegaz Russia QOil and gas development and production 94.67 96.51
0OJSC Orenburgneft Russia QOil and gas development and production 95.13 96.61
LLC Buguruslanneft Russia QOil and gas development and production 95.13 96.61
OJSC Yugraneft Corporation Russia QOil and gas development and production 75.30 76.77
0JSC Samotlorneftegaz Russia QOil and gas development and production 94.67 96.51
OJSC TNK-Nizhnevartovsk Russia QOil and gas development and production 94.67 96.51
CJSC ROSPAN INTERNATIONAL Russia QOil and gas development and production 94.67 96.51
0OJSC Verkhnechonskneftegaz Russia Oil and gas development and production 70.05 71.42
LLC TNK-Uvat Russia QOil and gas development and production 94.67 96.51
LLC Tagulskoe Russia Field survey and exploration 100.00 100.00
OJSC Suzun Russia Field survey and exploration 100.00 100.00
TNK Vietnam B.V. Netherlands QOil and gas development and production 100.00 100.00
REFINING, LOGISTICS AND DISTRIBUTION

;Ltfe‘l;lii;grr:;vartovskoe Neftepererabatyvayuschee Russia Petroleum refining 94.67 96.51
CJSC RORC Russia Petroleum refining 94.67 96.51
OJSC Saratov Oil Refinery Russia Petroleum refining 81.01 87.98
CJSC Karelyanefteprodukt Russia Marketing and distribution 94.67 96.51
LLC Kurskoblnefteprodukt Russia Marketing and distribution 94.67 96.51
0JSC Kaluganefteprodukt Russia Marketing and distribution 93.04 96.51
0OJSC Rjazan Oil Produkt Russia Marketing and distribution 93.55 96.51
0OJSC Tulanefteprodukt Russia Marketing and distribution 87.51 92.29
CJSC PCEC Russia Marketing and distribution 94.67 96.51
0OJSC TNK-Stolitsa Russia Marketing and distribution 94.67 96.51
LLC ZSNP Russia Marketing and distribution 94.67 96.51
0OJSC Saratovnefteprodukt Russia Marketing and distribution 87.98 90.29
LLC TNK-BP Northern Capital Russia Marketing and distribution 94.67 96.51
LLC TNK Lubricants Russia Marketing and distribution 97.33 98.25
CJSC TNK South Management Russia Marketing and distribution 94.67 96.51
LLC TNK-BP Marketing Russia Marketing and distribution 94.67 96.51
0OJSC TNK-Yaroslavl Russia Marketing and distribution 89.03 90.76
FLLC "TNK-BP West" Belarus Marketing and distribution 100.00 100.00
LLC TNK-Industries Russia Marketing and distribution 94.67 96.51
CJSC Koltsovo Fueling Company Russia Marketing and distribution 94.67 96.51
LLC TZK-Aktiv Russia Marketing and distribution 94.67 96.51
PRJSC LINIK Ukraine Petroleum refining 95.21 95.21
TNK Trade Limited Cyprus Republic Marketing and distribution 100.00 100.00
LLC Krasnoleninsky Oil Refinery Russia Petroleum refining 94.67 96.51
OTHER

TNK Industrial Holdings Limited Virginia British Isles Holding company 100.00 100.00
TNK-BP Limited Virginia British Isles Holding company 100.00 100.00
TNK-BP International Limited Virginia British Isles Holding company 100.00 100.00
TNK Pipelines Vietnam B.V. Netherlands Transportation services 100.00 100.00
Novy Investments Limited Cyprus Republic Holding company 100.00 100.00
TNK Management Company Limited Cyprus Republic Holding company 100.00 100.00
OJSC TNK-BP Holding Russia Holding company 94.67 96.51
0OJSC TNK-BP Management Russia Management company 100.00 100.00

During the second and the third quarters 2013 several acquired entities were renamed.

As a result of the acquisition, the Company significantly increased its crude oil production and refining capacity, accessed new geographical markets and substantially expanded its retail net-
work. Management believes that the acquisition of TNK-BP places the Company in a leading position globally among public companies operating in the oil and gas sector, reinforces its position as
a regional upstream leader in Russia and Europe, creates significant synergies arising from joint development activities, optimization of oil and oil product logistics, production and sales of natural
gas together with improving internal controls over costs and assets.

The Company accounted for TNK-BP acquisition as a business combination. The Company consolidated the operating result of the acquired business from March 21, 2013, the date the control
was obtained.

The following table summarizes the Company’s allocation of the purchase price to the fair value of assets acquired and liabilities assumed:
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Current assets:

Cash and cash equivalents 178
Restricted cash 5
Accounts receivable 53
Inventories 60
Prepayments and other current assets 79
Total current assets 375

Non-current assets:

Property, plant and equipment 2235
Intangible assets 24
Other financial assets 13
Investments in associates and joint ventures 207
Deferred tax assets 9
Other non-current non-financial assets 9
Total non-current assets 2497
Total assets 2872

Current liabilities:

Accounts payable and accrued liabilities 17
Loans and borrowings 31
Income tax liabilities 3
Other tax liabilities 61
Provisions 7
Other current liabilities 12
Total current liabilities 231

Non-current liabilities:

Loans and borrowings 203
Deferred tax liabilities 344
Provisions 39
Other non-current liabilities 9
Total non-current liabilities 595
Total liabilities 826
Total identifiable net assets at fair value 2046
Non-controlling interests measured at fair value (12)
Gain on bargain purchase (167)
Total consideration transferred 1767

TNK-BP acquisition cash flow:

Net cash acquired 178
Cash paid (1373)
Net cash outflow (1195)

The bargain purchase gain, arisen on acquisition of TNK-BP, is a result of the exclusive position of the Company on the Russian market. The Company was the only potential buyer, that was able
to offer mainly cash consideration for the business acquired without payment deferrals. Additionally, the Company’s bargain power was further enhanced through two separate transactions with BP
and AAR consortium to acquire non-controlling 50% ownership share in each transaction.

Deferred tax liabilities in the amount of RUB 344 billion are mainly attributable to revaluation of property, plant and equipment.

The fair value of the accounts receivable approximates its outstanding contractual amounts at the acquisition date. There are no accounts receivable that are not expected to be collected.

Net cash outflow of RUB 1,195 billion was included in Acquisition of subsidiaries, net of cash acquired in the investing activities in the consolidated statement of cash flow for the year ended
December 31, 2013.

From March 21, 2013 (the date of acquisition) TNK-BP’s revenues and net income included in the consolidated statement of comprehensive income for the year ended December 31, 2013
were RUB 1,551 billion and RUB 107 billion, respectively.

Had the TNK-BP acquisition taken place at the beginning of the reporting period (January 1, 2013), revenues and net income of the combined entity would have been RUB 5,069 billion and
RUB 582 billion, respectively, for the year ended December 31, 2013.

Acquisition of LLC Basic jet fuel operator and LLC General Avia

In May 2013, the Company acquired a 100% interest in LLC Basic jet fuel operator and LLC General Avia for a consideration of RUB 6 billion. Main activities of these entities comprise jet fuel
sales, storage and fuelling services in airports of Krasnodar, Sochi, Anapa, Gelendzhik and Abakan.

The preliminary purchase price allocation of consideration paid for the acquisition of LLC Basic jet fuel operator and LLC General Avia is as follows:

Property, plant and equipment 7

Total non-current assets 7

Deferred income tax liabilities 1
Total long-term liabilities 1
Total net assets acquired 6

-
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Acquisition of LLC Oil and Gas Company ITERA

On July 2, 2013 the Company acquired a 49% ownership interest in LLC Oil and Gas Company ITERA, the major independent natural gas producer and supplier in Russia. As a result of this
acquisition, the Company’s share in LLC Oil and Gas Company ITERA increased to 100%. This acquisition was accounted for as step acquisition under IFRS 3, Business Combinations.

Preliminary fair value of the consideration transferred was RUB 191 billion at the acquisition date and included cash in the amount of RUB 95 billion and preliminary fair value of non-controlling
share in LLC Oil and Gas Company ITERA of RUB 96 billion.

In the course of the transaction the following entities were acquired:

LLC Kynsko-Chaselskoye neftegaz Russia Oil and gas development and production 100.00 100.00
0OJSC Bratskekogaz Russia QOil and gas development and production 79.00 79.00
0OJSC Sibneftegaz Russia QOil and gas development and production 48.94 48.94
0OJSC Purgaz Russia Qil and gas development and production 49.00 49.00

LLC Sibgastranzit Russia Marketing and distribution 100.00 100.00
CJSC Uralsevergas Russia Marketing and distribution 67.00 67.00
SIA ITERA Latvija Latvia Marketing and distribution 66.00 66.00

LLC Oil and Gas Company ITERA Russia Holding company 100.00 100.00
LLC Firma Proekt Russia Holding company 100.00 100.00
LLC Linko-Optim Russia Holding company 100.00 100.00
LLC OVIT Russia Holding company 100.00 100.00
LLC ITERA Finance Russia Finance services 100.00 100.00
LLC EK ENEKO Russia Holding company 100.00 100.00
CJSC Regiongas-Invest Russia Heat production 100.00 100.00
0OJSC Raschetnij center Urala Russia Collecting activity 99.90 99.90
ITERA-Turkmenistan Ltd. Cyprus Holding company 100.00 100.00
Davonte Holdings Ltd. Cyprus Holding company 100.00 100.00

Acquisition of LLC Oil and Gas Company ITERA improves business efficiency and creates new opportunities for its growth. It forms a stable platform for consistent implementation of the
Company’s gas strategy:

Current assets:

Cash and cash equivalents 1
Accounts receivable 1
Prepayments and other current assets 2
Total current assets 14

Non-current assets:

Property, plant and equipment 92
Other financial assets 4
Investments in associates and joint ventures 128
Deferred tax assets 1
Total non-current assets 225
Total assets 239

Current liabilities:

Accounts payable and accrued liabilities 6
Loans and borrowings 12
Total current liabilities 18

Non-current liabilities:

Loans and borrowings 10
Deferred tax liabilities 19
Total non-current liabilities 29
Total liabilities 47
Total identifiable net assets at fair value 192
Non-controlling interests measured at preliminary fair value V]
Total consideration transferred 191

This allocation of the purchase price to the assets acquired and liabilities assumed is preliminary as of December 31, 2013. Purchase price allocation has not been finalized due to complexity
of the acquisition and uncertainties related to fair value measurements of property, plant and equipment, investments and deferred tax liabilities. Allocation of the purchase price to fair value of the
assets acquired and liabilities assumed will be finalized within 12 months from the acquisition date.

The fair value of accounts receivable approximates its outstanding contractual amounts at the acquisition date. There are no accounts receivable that are not expected to be collected.

The acquisition of LLC Oil and Gas Company ITERA did not contemplate contingent consideration.

Acquisition of LLC TNK-Sheremetyevo

On September 30, 2013 the Company acquired a 50% ownership share in LLC TNK-Sheremetyevo, a 74.9% shareholder of CJSC TZK Sheremetyevo, for a consideration of US$ 300 million
(RUB 10 billion at the date of the transaction). As a result of the acquisition, the Company’s share in LLC TNK-Sheremetyevo increased to 100%. Main activities of CJSC TZK-Sheremetyevo comprise
jet fuel sales, storage and fuelling services at Sheremetyevo International Airport in Moscow.

Acquisition of 50% share in LLC TNK-Sheremetyevo was accounted for under IFRS 3, Business Combinations, as a step acquisition. Fair value of previously held non-controlling share in LLC
TNK-Sheremetyevo of RUB 9 billion and a loan to LLC TNK-Sheremetyevo from the Company of RUB 5 billion are included in the consideration transferred.

Starting from September 30, 2013, assets and liabilities of LLC TNK-Sheremetyevo and CJSC TZK Sheremetyevo are included in the Company’s consolidated balance sheet. In October 2013,
LLC TNK-Sheremetyevo was renamed to LLC RN-Aero Sheremetyevo. The consideration for the acquisition of a 50% share in LLC TNK-Sheremetyevo was fully paid in October 2013.

©o
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As of December 31, 2013, LLC TNK-Sheremetyevo purchase price allocation was not completed. Preliminary purchase price allocation is based on a historical value of assets and liabilities.
Excess of purchase price over fair value of net assets of LLC TNK-Sheremetyevo acquired is recorded as goodwill. Allocation of the purchase price to fair value of the assets acquired and liabilities
assumed will be finalized within 12 months from the acquisition date.

The following table summarizes the Company’s preliminary allocation of the LLC TNK-Sheremetyevo purchase price:

Current assets:

Cash and cash equivalents 3
Accounts receivable 2
Other current assets 1
Total current assets 6

Non-current assets:

Property, plant and equipment 3
Other non-current assets 2
Total non-current assets 5
Total assets "

Current liabilities:

Accounts payable and accrued liabilities 4
Loans and borrowings 2
Total current liabilities 6
Total liabilities 6
Total identifiable net assets at fair value 5
Non-controlling interests measured at preliminary fair value V)]
Goodwill 20
Total consideration transferred 24

Preliminarily, goodwill in the amount of RUB 20 billion relates primarily to the expected synergies arising from an access to the premium sales in Moscow International Sheremetyevo Airport,
the largest airport in Russia in terms of jet fuel consumption and traffic. The amount of goodwill is not tax deductible.
The acquisition of LLC TNK-Sheremetyevo did not contemplate contingent consideration.

Acquisition of LLC Taas-Yuriakh Neftegazodobycha

In October 2013 the Company completed a number of transactions to acquire 65% ownership interest in LLC Taas-Yuriakh Neftegazodobycha, increasing its ownership interest to 100%. The
Company also acquired the majority of the entity’s debt. The total consideration for 65% ownership interest amounted to US$ 3,139 million (RUB 101 billion as of the date of transaction), including
entity’s debt. LLC Taas-Yuriakh Neftegazodobycha holds an exploration license for the Central block of Kurungskoe license field in Srednebotuobinskoe oil and gas condensate deposit.

The acquisition of additional 65% ownership interest in LLC Taas-Yuriakh Neftegazodobycha was accounted for under IFRS 3, Business Combinations, as a step acquisition. Preliminary fair value
of previously held non-controlling share in LLC Taas-Yuriakh Neftegazodobycha of RUB 13 billion is included in the preliminary consideration transferred.

The following table summarizes the Company’s preliminary allocation of the LLC Taas-Yuriakh Neftegazodobycha purchase price:

Current assets:

Prepayments and other current assets 2

Total current assets 2

Non-current assets:

Property, plant and equipment 34
Mineral rights 105
Total non-current assets 139
Total assets 141

Current liabilities:

Accounts payable and accrued liabilities 4

Total current liabilities 4

Non-current liabilities

Loans and borrowings 1
Deferred tax liabilities 22
Total non-current liabilities 23
Total liabilities 27
Total identifiable net assets at fair value 14
Total consideration transferred 14

The acquisition of LLC Taas-Yuriakh Neftegazodobycha did not contemplate contingent consideration.
The Company plans to sell a share in LLC Taas-Yuriakh Neftegazodobycha to within next 12 months. As of December 31, 2013 the assets and liabilities of LLC Taas-Yuriakh Neftegazodobycha
were classified as assets and liabilities held for sale as follows:

Current assets:

Advances issued and other current assets 3

Total current assets 3

Non-current assets:

Property, plant and equipment 39
Mineral licenses 105
Total non-current assets 144
Total assets held for sale 147

-
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Current liabilities:

Accounts payable and accrued liabilities 3

Total current liabilities 3

Non-current liabilities:

Loans and borrowings 3
Deferred tax liabilities 22
Total non-current liabilities 25
Total liabilities associated with assets held for sale 28

Acquisition of OJSC Sibneftegas

In November 2013, the Company completed the acquisition of 40% ownership interest in Artic Russia B.V. from Enel, an Italian oil and gas company, for a cash consideration of RUB 59 billion.
Artic Russia B\V. is a parent company holding a controlling interest in LLC Sever-Energiya, which holds licenses for exploration and production within Samburgskiy license area and for geological
study, exploration and production of hydrocarbons within Yevo-Yakhinskiy, Yaro-Yakhinskiy and Severo-Chaselskiy license areas.

In December 2013, the Company and OJSC NOVATEK swaped 40% ownership interest in Artic Russia B.V., owned by the Company, for 51% ownership interest in OJSC Sibneftegas, owned
by OJSC NOVATEK. The transaction did not involve any cash consideration. Following the swap, the Company accumulated 100% ownership interest in OJSC Sibneftegas. OJSC Sibneftegas holds
licenses for hydrocarbon production within Pyreinoye gas condensate field and for geological study, exploration and production of hydrocarbons within Beregovoy and Khadyryakhinskiy license areas.

The acquisition of additional 51% share in OJSC Sibneftegas was accounted for under IFRS 3, Business Combinations, as a step acquisition. Preliminary fair value of previously held non-con-
trolling share in OJSC Sibneftegas of RUB 71 billion and is included in the consideration transferred.

Starting from December 27, 2013, assets and liabilities OJSC Sibneftegas are included in the Company’s consolidated balance sheet.

The consideration transferred is presented below:

Preliminary fair value of 49% interest in OJSC Sibneftegas, obtained as a result of LLC Oil and Gas Company ITERA acquisition Al
Preliminary fair value of 40% interest in Artic Russia B.V. 59
Total consideration transferred 130

The following table summarizes the Company’s preliminary allocation of the consideration transferred to the fair value of assets acquired and liabilities assumed:

Current assets:

Cash and cash equivalents 2
Accounts receivable and other current assets 2
Total current assets 4

Non-current assets:

Property, plant and equipment 172
Intangible assets 2
Total non-current assets 174
Total assets 178

Non-current liabilities:

Loans and borrowings 33
Deferred tax liabilities 15
Total liabilities 48
Total consideration transferred 130

This allocation of the purchase price to the assets acquired and liabilities assumed is preliminary as of December 31, 2013. Purchase price allocation has not been finalized due to complexity
of the acquisition and uncertainties related to fair value measurements of property, plant and equipment, investments and deferred tax liabilities. Allocation of the purchase price to fair value of the
assets acquired and liabilities assumed will be finalized within 12 months from the acquisition date.

The acquisition of OJSC Sibneftegas did not contemplate contingent consideration.

Acquisition of LLC Research and Development Center

In February 2012, the Company acquired for RUB 4 billion 100% interest in LLC Research and Development Center which is engaged in developing advanced technologies for refining and for
petrochemical industry.

The following table summarizes the Company’s purchase price allocation of LLC Research and Development Center to the fair value of assets acquired and liabilities assumed:

Property, plant and equipment 1

Intangible assets

w N

Total non-current assets

Deferred tax liabilities

Total non-current liabilities

Total identifiable net assets at fair value

Goodwill

NN

Purchase consideration transferred

The goodwill of RUB 2 billion relates to the expected synergies arising from the implementation of acquired innovative technologies in refining and petrochemicals. Accordingly, this goodwill
was allocated to the Refining and distribution segment.

Acquisition of LLC Polar Terminal
In June 2012, the Company acquired for RUB 1 billion 100% interest in LLC Polar Terminal. LLC Polar Terminal is engaged in an investment project for construction of crude oil and petroleum
products transshipment terminal. Allocation of purchase price to assets, liabilities and result of operations of Polar Terminal LLC are not significant to these consolidated financial statements.

8. SEGMENT INFORMATION

The Company determines its operating segments based on the nature of their operations. The performance of these operating segments is assessed by management on a regular basis.
Exploration and production segment is engaged in field exploration and production of crude oil and natural gas. Refining and distribution segment is engaged in processing crude oil and other
hydrocarbons into petroleum products, as well as the purchase, sale and transportation of crude oil and petroleum products. Corporate and other unallocated activities do not represent operating
segment and comprise corporate activity, activities involved in field development, maintenance of infrastructure and functioning of the first two segments, as well as banking and finance services,
and other activities. Substantially all of the Company’s operations and assets are located in the Russian Federation.
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Segment performance is evaluated based on both revenues and operating income which are measured on the same basis as in the consolidated financial statements, and of revaluation of
intersegment transactions at market prices.
Operating segments in 2013:

Revenues from external customers 61 4570 51 - 4682
Intersegment revenues 1848 - - (1848) -
Equity share in profits of joint ventures and associates 12 - - - 12

Total revenues and equity share in profits of joint

. 1921 4570 51 (1848) 4694
ventures and associates

Costs and expenses other than depreciation,

depletion and amortization 1098 4385 2 (1848) 3747
Depreciation, depletion and amortization 329 56 7 - 392
Total costs and expenses 1427 4441 19 (1848) 4139
Operating income 494 129 (68) - 555
Finance income 21
Finance expenses (56)
Total finance expenses (35)
Other income 242
Other expenses (59)
Foreign exchange differences (71
Income before income tax 632
Income tax (81
Net income 551

Operating segments in 2012 (restated):

Revenues from external customers 45 2995 26 - 3066
Intersegment revenues 1220 - - (1220) -
Equity share in profits of joint ventures and associates 23 - - - 23

Total revenues and equity share in profits of joint

. 1288 2995 26 (1220) 3089
ventures and associates

Costs and expenses other than depreciation,

depletion and amortization 701 2914 76 (1220) 247
Depreciation, depletion and amortization 167 33 6 - 206
Total costs and expenses 868 2947 82 (1220) 2677
Operating income 420 48 (56) - 412
Finance income 24
Finance expenses (15)
Total finance income 9
Other income 87
Other expenses (50)
Foreign exchange differences 1"
Income before income tax 469
Income tax (104)
Net income 365

Operating segments in 2011 (restated):

Revenues from external customers 50 2621 31 - 2702
Intersegment revenues 1030 - - (1030) -
Equity share in profits of joint ventures and associates 16 - - - 16

Total revenues and equity share in profits of joint ventures

N 1096 2621 31 (1030) 2718
and associates

Costs and expenses other than depreciation, depletion and

amortization 534 2503 49 (1030) 2056
Depreciation, depletion and amortization 164 24 5 - 193
Total costs and expenses 698 2527 54 (1030) 2249
Operating income 398 94 (23) - 469
Finance income 20

-
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Finance expenses (19)
Total finance income 1
Other income 25
Other expenses (48)
Foreign exchange differences (22)
Income before income tax 425
Income tax (90)
Net income 335

Oil and gas and petroleum products sales comprise the following (based on the country indicated in the bill of lading):

International sales of crude oil — Europe 1574 1033 955
International sales of crude oil — Asia 542 388 366
International sales of crude oil — CIS, other than Russia 128 78 54
Domestic sales of crude oil 81 5 3
Sales of gas 103 22 14
Total oil and gas sales 2428 1526 1392
(PETROLEUMPRODUCTSANDPETROCHEMICALSALES
International Sales of petroleum products — Europe 907 653 500
International Sales of petroleum products — Asia 294 228 224
International Sales of petroleum products — CIS, other than Russia 84 n 8
Domestic sales of petroleum products 817 522 473
Domestic sales of petrochemical products 12 n 10
International sales of petrochemical products — Europe 82 73 50
Total petroleum products and petrochemicals sales 2196 1498 1265

The Company had one major customer in 2012 and 2011 being an international oil trader accounting for at least 10% of total sales. Revenues generated from sales to this oil trader totaled RUB
384 billion and RUB 547 billion, or 12% and 20% of total revenues, in 2012 and 2011, respectively. These revenues are recognized mainly under the Refining and distribution segment. No customer
accounts for at least 10% of total sales in 2013.

The Company is not dependent on any of its major customers or any one particular customer as there is a liquid market for crude oil and petroleum products. As of December 31, 2013, the
amount of current receivable from the Company’s major customer totaled RUB 59 billion, or around 16% of the Company’s trade receivables.

©

TAXES OTHER THAN INCOME TAX

Taxes other than income tax for the years ended December 31 comprise the following:

Mineral extraction tax 829 553 414
Excise tax 136 79 55
Property tax 22 12 1
Other 37 28 18
Total taxes 1024 672 498

10. EXPORT CUSTOMS DUTY

Export customs duty for the years ended December 31 comprises the following:

Export customs duty on oil sales 1025 689 612
Export customs duty on gas sales 1 - -
Export customs duty on petroleum products and petrochemicals sales 356 212 178
Total export customs duty 1382 901 790

11. FINANCE INCOME

Finance income for the years ended December 31 comprises the following:

Deposits and deposit certificates 5 5 1
Loans issued 6 6 5
Notes receivable 2 3 2
Bonds 3 3 2
Current/settlement accounts 1 1 -
Other interest income 1 - -
Total interest income 18 18 20

w
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Gain from changes in fair value of financial assets at fair value recognized in profit or loss 3 - -
Net gain from operations with derivative financial instruments - 5 -
Gain from disposal of financial assets - 1 -
Total finance income 21 24 20

Gain from changes in fair value of financial assets at fair value recognized in profit or loss in the amount of RUB 3 billion for the year ended December 31, 2013, relates to non-derivative current
financial assets.

12. FINANCE EXPENSES

Finance expenses for the years ended December 31 comprise the following:

Loans and borrowings (38) (8) 7)
For the use of funds (5) - _
Other interest expenses (0] ) V]
Total interest expenses (44) (10) (8)
Restructured tax liabilities - - (3)
Net loss from operations with derivative financial instruments (4) - (3)
Loss from disposal of financial assets - (0] -
Increase in provision due to the unwinding of discount 8) (4) (5)
Total finance expenses (56) (15) (19)

The weighted average rate used to determine the amount of borrowing costs eligible for capitalization is 3.97%, 4.05% and 3.70% p.a. in 2013, 2012 and 2011, respectively.
13. OTHER INCOME AND EXPENSES

Other income for the years ended December 31 comprise the following:

Non-cash income from acquisition of subsidiaries, net (Note 7) 205 82 -
Compensation payment for licenses from joint venture parties 2 - -
Other 35 5 25
Total other income 242 87 25

Other expenses for the years ended December 31 comprise the following:

Sale and disposal of property, plant and equipment and intangible assets 13 9 19
Disposal of companies and non-production assets 5 n 10
Impairment of assets 9 10 4
Social payments, charity, sponsorship, financial aid 12 9 12
Fines and penalties 3 - -
Other 17 n 3
Total other expenses 59 50 48

In 2013, a number of market quoted financial assets and certain other assets were impaired due to constant decreases in market prices. In 2012, Impairment of assets comprises impairment of
rights for exploration and production in a number of license areas in Eastern Siberia due to the lack of positive results of exploration.

14. PERSONNEL EXPENSES

Personnel expenses for the years ended December 31 comprise the following:

Salary 144 101 75
Statutory insurance contributions 31 21 16
Expenses for non-statutory defined contribution plan 4 3 3
Other employee benefits 6 6 3
Total personnel expenses 185 131 97

Personnel expenses are included in Production and operating expenses, General and administrative expenses and Other expenses in the consolidated statement of comprehensive income.
15. OPERATING LEASES

Operating lease agreements have various terms and conditions and primarily consist of indefinite tenancy agreements for the lease of land plots under oilfield pipelines and petrol stations,
agreements for the lease of rail cars and rail tank cars for periods over 12 months, and agreements for the lease of land plots for industrial sites of the Company’s oil refining plants. The agreements
provide for an annual revision of the rental rates and contractual terms and conditions.

Total operating lease expenses for the years ended December 31,2013, 2012 and 2011 amounted to RUB 16 billion, RUB 8 billion and RUB 10 billion, respectively. The expenses were recognized
within production and operating expenses, general and administrative expenses and other expenses in the statement of comprehensive income.

Future minimum lease payments under non-cancellable operating leases as of December 31 are as follows:

Less than 1year 16 8 9

From 1to 5 years 50 18 18

-
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Over 5 years 163 4 14

Total future minimum lease payments 229 67 41

16. INCOME TAX

Income tax expenses for the years ended December 31 comprise the following:

Current income tax 98 86 99
Prior period adjustments (16) (5) (3)
Current income tax expense 82 81 96
Deferred tax relating to origination and reversal of temporary differences Q)] 23 6)
Total deferred income tax (benefit)/expense Q)] 23 6)
Total income tax expense 81 104 90

Temporary differences between these consolidated financial statements and tax records gave rise to the following deferred income tax assets and liabilities:

Short-term financial assets 4 3 1 1 2
Short-term accounts receivable, net of allowance 2 3 3 U] -
Inventories 2 1 - - 1
Prepayments and other current assets 1 - - 1 -
Long-term financial assets 2 1 1 - -
Long-term accounts receivable, net of allowance 1 - - 1 -
Property, plant and equipment 5 1 2 - V)]
Other non-current assets - - 2 - (2)
Short-term accounts payable and accrued liabilities 7 3 4 1 )
Current financial liabilities 1 - 1 -
Other current liabilities 5 - 1 3 Y]
Long-term accounts payable and accrued liabilities 3 2 1 - 1
Long- term accrued provisions 12 2 1 2 1
Tax loss carry forward 8 3 1 - 2
Valuation allowance for deferred income tax asset (7) 2) 2) (5) -
Less: deferred tax liabilities offset (32) (13) (1) - -
Deferred tax assets 14 4 4 4 2
Property, plant and equipment (437) (215) (189) (4) (26)
Mineral rights (255) (62) (63) 1 1
Less: deferred tax assets offset 32 3 1 - -
Deferred tax liabilities (660) (264) (241) 3) (25)
Deferred income tax benefit/(expense) 1 (23)
Net deferred tax liabilities (646) (260) (237)
|RECOGNISED INTHECONSOLIDATED BALANCESHEETASFOLLOWING:

Deferred tax assets 14 4 4

Deferred tax liabilities (660) (264) (241)

Net deferred tax liabilities (646) (260) (237)

Net deferred tax liabilities reconciliation is as follows:

As of January 1 (260) (237)
Deferred income tax benefit /(expense), recognized in the statement of comprehensive income 1 (23)
Acquisition of subsidiaries (Note 7) (409) -
Reclassification to assets held for sale 22 -
As of December 31 (646) (260)

A reconciliation between tax expense and the product of accounting profit multiplied by 20% tax rate for the years ended 31 December 2013, 2012 and 2011 is as follows:

Income before income tax 632 469 425

Income tax at statutory rate of 20% 126 94 85

Increase/(decrease) resulting from:

Effect of income tax rates in other jurisdictions 3 2 3
Effect of income tax reliefs (13) (12) 6)
Effect of non-taxable income from acquisition of subsidiaries (Note 7) (41) - -
Effect of non-taxable income and non-deductible expenses 6 20 8
Income tax 81 104 90

o
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Unrecognized deferred tax assets in the consolidation balance sheet for the years ended December 31, 2013, 2012 and 2011 amounted to RUB 5 billion, RUB 7 billion and RUB 5 billion, respec-
tively, related to unused tax losses. Tax loss carry forwards available for utilization to the Company expire in 2014-2023.

17. NON-CONTROLLING INTERESTS

Non-controlling interests include:

CJSC Vankorneft 6,04 29 3 6,04 26 2 6,04 24 7
0OJSC Grozneftegaz 49,00 3 (3) 49,00 6 - 49,00 6 -
0OJSC Rosneft Sakhalin 45,00 2 - 45,00 2 - 45,00 2 -
Deveiopment Bank (/3RR) 1533 1 - 1533 1 - 1533 1 -
CJSC TZK Sheremetyevo (Note 7) 25,10 1 - - - - - - -
SIA ITERA Latvija (Note 7) 34,00 1 - - - - - - _
OJSC RN Holding (Notes 7, 37) - - 2 - - - - - -
0JSC Verkhnechonskneftegaz B B 1 B B _ B B B
(Notes 7, 37)

0OJSC Samotlorneftegaz (Notes B B 1 B B _ B B B
7,37)

LLC RN-Uvatneftegaz (Notes 7, 37) - - 1 - - - - - -
0OJSC Orenburgneft (Notes 7, 37) - - 1 - - - - - -
:c])tr;-i;zntrolling interests in other various 2 - various 4 - various 3 (3)
Non-controlling interests as of the 39 6 39 5 36 4

end of the reporting period

18. EARNINGS PER SHARE

For the years ended December 31, basic earnings per share comprise the following:

Net income attributable to shareholders of Rosneft 545 363 331
Weighted average number of issued common shares outstanding (millions) 10 304 9 416 9591
Total basic earnings per share (RUB) 52,89 38,55 34,51

19. CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of the following:

Cash on hand and in bank accounts in RUB 58 19
Cash on hand and in bank accounts in foreign currencies 172 206
Deposits 43 72
Other 2 2
Total cash and cash equivalents 275 299

Cash accounts denominated in foreign currencies represent primarily cash in US$.
Deposits are interest bearing and denominated primarily in RUB.
Restricted cash comprises the following:

Obligatory reserve of subsidiary banks with the CBR 1 1
Offsetting account under joint venture agreement with BP group in Euro - 3
Total restricted cash 1 4

20. OTHER SHORT-TERM FINANCIAL ASSETS

Other short-term financial assets comprise the following:

Bonds 21 14

Stocks and shares 22 6

Loans granted 17 18

Loans issued to associates 4 1

-
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Notes receivable, net of allowance 21 27

Loans granted under reverse repurchase agreements 1 -

Deposits and deposit certificates 131 -

Corporate bonds n 10
State bonds 4 5
Stocks and shares - 6
Derivative financial instruments - 3
Total other short-term financial assets 232 20

As of December 31, 2013 and 2012 available-for-sale bonds comprise the following:

State bonds (federal loan bonds issued by the Ministry of Finance March 2014 — November 2014 —
6 7,0-8,1% 3 6,9-8,1%

of the Russian Federation) June 2015 July 2015
December 2014 — June 2013 —

- -9 09 X
Municipal bonds 2 8,35-9,0% November 2018 1 875-9,25% November 2018
February 2014 — February 2013 —

= 1% -
Corporate bonds 13 3,72-10,0% November 2024 10 4,25-10,0% November 2023

Total 21 14

Bank deposits amount to RUB 131 billion and RUB 0 billion as of December 31, 2013 and 2012, respectively. As of December 31, 2013, bank deposits denominated in US$ amount to RUB 85
billion and bear interest rates ranging from 1.8% to 3.0% p.a. Bank deposits denominated in RUB amount to RUB 46 billion and bear interest rates ranging from 7.0% to 9.0% p.a.

As of December 31, 2013, notes receivable include corporate notes receivable that are primarily denominated in RUB with nominal interest rates ranging from 4.25% to 10.7% p.a. with maturities
to December 2014 and nominally interest-free corporate notes receivable with weighted average effective interest rate of 4.8% p.a. with maturities to December 2014.

As of December 31, 2012, notes receivable include corporate notes receivable that are primarily denominated in RUB with nominal interest rates ranging from 4.25% to 8.50% p.a. with maturities
to November 2014 and nominally interest-free corporate notes receivable with weighted average effective interest rate of 5.94% p.a. with maturities to June 2013.

Reverse repurchase agreements are collateralized by trading securities with a fair value of RUB 1 billion and RUB 0 billion as of December 31, 2013 and 2012, respectively.

As of December 31, 2013 and 2012 trading securities comprise the following:

February 2014 — o March 2013 —
Corporate bonds n 1,99-13,5% October 2026 10 2,85-13,5% October 2023
. April 2014 — January 2013 —
=" 1% !
State and municipal bonds 4 5,5-12,0% February 2036 5 6,7-12,0% February 2036
Trading stocks with state participation - 6
Total 15 21

Derivative financial instruments

In 2012 the Company entered into a series of deliverable conversion transactions with options (collar) for the sale of US$ for a term until December 2013. The RUB/US$ exchange spot rate
was fixed at predetermined dates monthly. In the event that the RUB/US$ exchange spot rate broke out of the upper or lower bands of the collar, the parties of the contract executed currency pur-
chase-sale transaction for nominal amount of US$ 20.5 million (RUB 1 billion at the CBR official exchange rate as of December 31, 2012) at the conversion rates, stipulated in the contract. Fair value
is calculated based on market data using SuperDerivatives valuation service. Fair value of the series of deliverable conversion transactions with options (collar) was presented in Other short-term
financial assets — Derivative financial instruments in the amount of RUB 1 billion in the consolidated balance sheet as of December 31, 2012.

Fair value of cross-currency rate swap contracts is presented in Other short-term financial assets — Derivative financial instruments in the amount of RUB 2 billion in the consolidated balance
sheet as of December 31, 2012 (Note 31).

21. ACCOUNTS RECEIVABLE

Accounts receivable include the following:

Trade receivables 378 204
Banking loans to customers 16 19
Other accounts receivable 30 22
Total 424 245
Allowance for doubtful accounts ©) (8
Total accounts receivable, net of allowance 415 237

The allowance for doubtful accounts is recognized at each balance sheet date based on estimates of the Company’s management regarding the expected cash inflows to repay accounts receivable.
The Company recognized allowance for doubtful accounts for all significant past due accounts receivable as of December 31, 2013 and 2012.
As of December 31, 2013 and 2012 accounts receivable were not pledged as collateral for loans and borrowings provided to the Company.

N
N

INVENTORIES

Inventories comprise the following:

Crude oil and associated gas 69 46
Petroleum products and petrochemicals 96 66
Materials and supplies 37 22
Total 202 134

~N
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Materials and supplies mostly include spare parts. Petroleum products and petrochemicals include those designated both for sale and for own use.

The Company retrospectively changed the classification of inventories in order to conform to industry practices. Petroleum products held for further processing were reclassified from Work
in progress to Petroleum products and petrochemicals. The carrying amounts reclassified were RUB 13 billion and RUB 10 billion as of December 31, 2013 and 2012, respectively. Other inventories
included in Work in progress were reclassified to Materials and supplies. The carrying amounts reclassified were RUB 1 billion and RUB 1 billion as of December 31, 2013 and 2012, respectively.

For the years ended December 31:

The cost of inventories recognized as an expense during the period 581 346 297

Cost of inventories recognized as an expense during the period is included in Production and operating expenses, Cost of purchased oil, gas and petroleum products and refining costs and
General and administrative expenses in the consolidated statement of comprehensive income.

23. PREPAYMENTS AND OTHER CURRENT ASSETS

Prepayments comprise the following:

Value added tax and excise receivable 183 90
Prepayments to suppliers 36 24
Prepaid customs duties 80 54
Other taxes 25 "
Other 6 6
Total prepayments and other current assets 330 185

Prepaid customs duties primarily represent export duties related to the export of crude oil and petroleum products (Note 10).

24. PROPERTY, PLANT AND EQUIPMENT AND CONSTRUCTION IN PROGRESS

As of January 1, 2012 (restated) 2266 561 98 2925
Additions 3n 151 24 486
Disposals (15) 7) (10) (32)
Exchange differences 6) - - 6)
Cost of asset retirement (decommissioning) obligations 5 - - 5
As of December 31, 2012 (restated) 2561 705 12 3378

As of January 1, 2012 (restated) (452) (M3) (32) (597)
Depreciation and depletion charge (restated) (164) (33) (1) (208)
Disposals and other movements 1 1 1 3
Impairment of assets (10) - - (10)
Exchange differences 4 - - 4
As of December 31, 2012 (restated) (621) (145) (42) (808)
Net book value as of January 1, 2012 (restated) 1814 448 66 2328
Net book value as of December 31, 2012 (restated) 1940 560 70 2570
(F:;es;t):t);rg)ents for property, plant and equipment as of January 1, 2012 1 Y 2 3
Prepayments for property, plant and equipment as of December 31, 2012 4 46 9 59
(restated)

Total as of January 1, 2012 (restated) 1825 476 70 2371
Total as of December 31, 2012 (restated) 1944 606 79 2629

Acquisition of subsidiaries (Note 7) 237 277 1 2649
Additions 352 220 23 595
Disposals (36) (6) (4) (46)
Reclassification to assets held for sale (Note 7) (144) - - (144)
Exchange differences 1 4 - 15
Cost of asset retirement (decommissioning) obligations 7 - - 7
As of December 31, 2013 5122 1200 132 6454

Depreciation and depletion charge (329) (53) (10) (392)
Disposals and other movements 16 4 3 23
Impairment of assets - V)] - V)]
Exchange differences (7) ) - (8)
As of December 31, 2013 (941) (196) (49) (1186)
Net book value as of December 31, 2013 4131 1004 83 5268
Prepayments for property, plant and equipment as of December 31, 2013 4 49 9 62
Total as of December 31, 2013 4185 1053 92 5330

-
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The cost of construction in progress included in property, plant and equipment was RUB 928 billion, RUB 654 billion and RUB 441 billion as of December 31, 2013, 2012 and January 1, 2012,
respectively.

In 2012, the Company identified an impairment indicator (exploration for and evaluation of mineral resources in the specific area have not led to the discovery of commercially viable quantities
of mineral resources and the entity has decided to discontinue such activities in the specific area) with respect to the three exploration licenses, included in Exploration and production segment
of Property, plant and equipment. As a result the Company recognized an impairment loss of RUB 10 billion in Other expenses in the consolidated statement of comprehensive income in 2012.

Depreciation charge for the years ended December 31, 2013 and 2012 includes depreciation which was capitalized as part of the construction cost of property, plant and equipment and cost
of inventory in the amount of RUB 4 billion and RUB 4 billion, respectively .

The Company capitalized RUB 33 billion, RUB 24 billion and RUB 14 billion of interest expenses on loans and borrowings in 2013, 2012 and 2011, respectively.

During 2013 the Company received government grants for capital expenditures in the amount of RUB 7 billion. Grants are accounted for as a reduction of additions in Exploration and production
segment.

Exploration and evaluation assets
Exploration and evaluation assets included in segment “Exploration and production” comprise the following:

As of January 1 n 1
Capitalized expenditures 7 4
Acquisition of subsidiaries 3 -
Reclassified to development assets (6) (4)
Expensed (2) -
As of December 31 13 n

Mineral rights
Mineral rights included in exploration and production assets comprise the following:

Cost 269 104 373
Accumulated depletion and impairment losses (45) - (45)
Net book value as of January 1, 2012 (restated) 224 104 328
Depletion charge (15) - (15)
Additions - 6 6
Impairment of properties - (10) (10)
Reclassification from unproved properties to proved properties 2 ) -

Cost 27 108 379
Accumulated depletion and impairment losses (60) (10) (70)
Net book value as of December 31, 2012 (restated) 211 98 309
Depletion charge (44) - (44)
Additions - 9 9
Acquisition of subsidiaries 975 126 1101
Reclassification to assets held for sale (Note 7) (55) (50) (105)
Reclassification from unproved properties to proved properties 10 (10) -

Cost 1201 183 1384

Accumulated depletion and impairment losses (104) (10) (M4)

Net book value as of December 31, 2013 1097 173 1270
Provision for asset retirement (d issioning) obligations

The provision for asset retirement (decommissioning) obligations was RUB 64 billion, RUB 38 billion and RUB 36 billion as of December 31, 2013, 2012 and January 1, 2012, respectively, and
included in Property, plant and equipment.

25. INTANGIBLE ASSETS AND GOODWILL

Intangible assets and goodwill comprise the following:

As of January 1, 2012 (restated) 19 9 28 142
Additions - 2 2 2
Disposals ) 2) 3) -
As of December 31, 2012 (restated) 18 9 27 144
AMORTIZATION
As of January 1, 2012 (restated) 4 ) 6) -
Amortization charge (Y] (Y] (2) -
As of December 31, 2012 (restated) (5) 3) (8) -
Net book value as of January 1, 2012 (restated) 15 7 22 142
Net book value as of December 31, 2012 (restated) 13 6 19 144
cosT
Additions 1 3 4 -
Disposals 6) (4) (10) -
Acquisition of subsidiaries (Note 7) 10 16 26 20
As of December 31, 2013 23 24 47 164
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Amortization charge 2) (2) (4) -
Disposal of amortization 2 - 2 -
As of December 31, 2013 5) (5) (10) -
Net book value as of December 31, 2013 18 19 37 164

The Company performed its annual goodwill impairment test as of October 1 of each year. The impairment test was carried out at the beginning of the fourth quarter of each year using data
that was appropriate at that time. As a result of the annual test, no impairment of goodwill was identified in 2013 or 2012.

Goodwill acquired through business combinations has been allocated to related groups of cash generating units being its operating segments — Exploration and production segment and Refin-
ing and distribution segment. In assessing whether goodwill has been impaired, the current values of the operating segments (including goodwill) were compared with their estimated value in use.

Exploration and production 31 31
Refining and distribution 133 13
Total 164 144

The Company has estimated value in use of the operating segments using a discounted cash flow model. Future cash flows have been adjusted for risks specific to the segment and discounted
using a rate, which reflects current market assessments of the time value of money and the risks specific to the segment for which the future cash flow estimates have not been adjusted.

The Company’s business plan, approved by the Company’s Board of Directors, is the primary source of information for the determination of the operating segments’ value in use. The business
plan contains internal forecasts of oil and gas production, refinery throughputs, sales volumes of various types of refined products, revenues, operating and capital expenditures. As an initial step in
the preparation of these plans, various assumptions, such as oil prices, natural gas prices, refining margins, petroleum product margins and cost inflation rates, are set. These assumptions take into
account existing prices, US$ and RUB inflation rates, other macroeconomic factors and historical trends, as well as markets volatility.

In determining the value in use for each of the operating segments, cash flows have been discounted and aggregated with the segments’ terminal value. In determining the terminal value
of the Company’s segments in the post-forecast period the Gordon model has been used. The model has used average rates of operation decline equal to natural rates of production decline for
the existing assets provided that there is no production drilling. These rates were 8.0% of annual decline for Exploration and production segment and 0.0% for Refining and distribution segment.

The most important assumptions among the factors listed above are the following:

- discount rate;

« oil price;

« production volumes.

The sensitivity of the discounted cash flows to the changes in these factors is the most significant.

The discount rate calculation is based on the Company’s weighted average cost of capital adjusted to reflect pre-tax discount rate and amounts to 6.9% p.a. in 2013 (6.9% p.a. in 2012). Estimated
production volumes are based on detailed data for the fields and takes into account fields’ development plan approved by management through the long-term planning process. For the purposes
of impairment testing, the Company’s Urals oil price assumptions were based on the forecasted market prices. Management believes that no reasonably possible changes in the assumptions may
lead to the goodwill impairment.

As of December 31, 2013 and 2012 the Company did not have any intangible assets with indefinite useful lives. As of December 31, 2013 and 2012 no intangible assets have been pledged as
collateral.

26. OTHER LONG-TERM FINANCIAL ASSETS

Other long-term financial assets comprise the following:

Bonds 1 1

Bank deposits 6 -

Financial assets available for sale

Shares of OJSC INTER RAO UES 1 3
Shares of OJSC Russian Grids 1 3
Shares of AS Latvijas Gaze, ASE esti GAAS 2 -
Long-term loans issued to associates 20 1
Long-term borrowings 3 -
Loans to employees 1 1
Derivative financial instruments 1 2
Other 4 3
Total other long-term financial assets 40 24

Pursuant to contracts, long-term loans issued to associates have a maturity period from 3 through 9 years and bear interest rate ranging from 8.2% to 14.5% p.a.

Pursuant to contracts, long-term RUB denominated deposits have a maturity period 5 years and bear interest rate of 8% p.a.

As of December 31, 2013 and December 31, 2012, there were no overdue long-term financial assets for which no impairment provision was created.

As of December 31, 2013 and December 31, 2012, shares of OJSC INTER RAO UES were impaired in the amount of RUB 2 billion and RUB 2 billion, respectively, loans issued to associates were
impaired in the amount of RUB O billion and RUB O billion, respectively.

No long-term financial assets were pledged as collateral as of December 31, 2013 and 2012.

As of December 31, 2013 and December 31, 2012, no long-term financial assets were received by the Company as collateral.

Derivative financial instruments

In 2012 the Company entered into a series of deliverable forward transactions for the sale of US$ for a term until 2015 for the nominal amount of US$ 1,259 million (RUB 41 billion at the CBR
official exchange rate as of December 31, 2013). The Company sells US$ in accordance with the schedule at the conversion rates, stipulated in the contract. Fair value is calculated based on market
data using Bloomberg valuation services. Fair value of the series of deliverable forward transactions is presented in Other long-term financial assets — Derivative financial instruments in the amount
of RUB 1billion and RUB 2 billion in the consolidated balance sheet as of December 31, 2013 and 2012, respectively. The change in fair value measurements resulted in unrealized loss in the amount
of RUB 1 billion. Realized gain in the form of net payments, recalculated in RUB at the CBR official exchange rate as of the date of payments, between the contract participants was RUB O billion in
2013. The net effect of a series of deliverable forward transactions is presented in Finance expenses — Net loss from operations with derivative financial instruments in the amount of RUB 1 billion in
the consolidated statement of comprehensive income for 2013 (Note 12).

27. INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

Investments in joint ventures and associates comprise the following:

-
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Polar Lights Company LLC Russia 50.00 1 1
Rosneft Shell Caspian Vent. Russia 51.00 1 1
Taihu Ltd (OJSC Udmurtneft) Cyprus 51.00 20 13
0JSC Verkhnechonskneftegaz Russia Note 7 - 30
Lanard Holdings Ltd Cyprus 50.00 18 17
NGK ITERALLC Russia Note 7 - 95
CJSC Arktikshelfneftegaz Russia 50.00 3 3
National Oil Consortium LLC Russia 60.00 12 3
Saras S.p.A. Italy 20.99 13 -
0OJSC NGK Slavneft Russia 49.94 166 -
Boqueron, Petroperija, PetroMonagas S.A. Venezuela various 17 -
NVGRES Holdings Limited (NVGRES LLC) Cyprus 25.00 5 -
CJSC Messoyakhaneftegaz Russia 50.00 2 -
CJSC STS Russia 50.00 4 -

CJSC Purgaz Russia 49.00 57 -
Taas-Yuryakh Neftegazodobycha LLC Russia Note 7 - 13
Other associates various 8 10
Total joint ventures and associates 327 186

Financial information on significant joint ventures and associates as of December 31, 2013 is presented below:

Current assets 10 23 1 1
Non-current assets 4 "7 1 5
Total assets 51 140 2 6
Current liabilities ©) (32) 0} 0}
Non-current liabilities (22) (28) - -
Total liabilities (31 (60) ) 0}
Total Company’s share in net assets 20 80 1 5
The Companysshareinnetproft  Tahuld  OJSCNGKSkwieft  lanadHoldingsltd  CISCPuigar.
Sales revenue 56 97 2 3
Cost of sales (42) (39) () 3)
Gross profit 14 58 - -
Other expenses ) (48) - -
Profit before tax 12 10 - -
Income tax 3) (2) - -
Total Company’s share in net profit 9 8 - -

Financial information on significant joint ventures and associates as of December 31, 2012 is presented below:

Current assets 10 -
Non-current assets 46 1
Total assets 56 1
Current liabilities ©) -
Non-current liabilities (37) -
Total liabilities 43) -
Total Company’s share in net assets 13 1

Sales revenue 55 2
Cost of sales (41) (2)
Gross profit 14 -
Other expenses (3) _
Profit before tax il -
Income tax 3) -
Total Company’s share in net profit 8 -

The difference of RUB 52 billion between the cost of investments and the Company’s share in the net assets of CJSC Purgaz is an adjustment to the fair value of the identifiable assets and
liabilities at the date of the associate acquisition. This difference is included in the carrying amount of investments in CJSC Purgaz.

Investments in Lanard Holdings LTD include adjustments to the fair value of the identifiable assets and liabilities at the date of the associate acquisition, and goodwill. The difference amounting
to RUB 17 billion is included in the carrying amount of investments in Lanard Holdings Ltd.

The difference of RUB 86 billion between the cost of investments and the Company’s share in the net assets of OJSC NGK Slavneft is an adjustment to the fair value of the identifiable assets
and liabilities at the date of the associate acquisition. This difference is included in the carrying amount of investments in OJSC NGK Slavneft.

Equity share in profits/(losses) of joint ventures and associates:

=
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00O «KomnaHus «MonsipHoe CusHme» 50,00 - 1 1

OAO «BepxHeuoHCcKHedTeras» cMm. Mpum 7 3 14 8
Taiixy Jlumuten 51,00 9

00O «HIK «<UTEPA» cMm. Mpum 7 2 -
OAO HI'K «CnaBHe(hTb» 49,94 (4) — _
Mpoune pasnuyHas 2 ) -
NTOro Aoxopd oT COBMECTHbIX U aCCOLMUPOBAHHBIX NPEANpPUATUIA 12 23 16

The difference of RUB 12 billion between the share in loss of the equity investee and the Company’s share in net income of OJSC NGK Slavneft is an adjustment to the fair value of the identi-
fiable assets and liabilities after the date of the acquisition.

OJSC NGK Slavneft

As aresult of TNK-BP acquisition (Note 7) the Company obtained 49.9% interest in OJSC NGK Slavneft. The investment in OJSC NGK Slavneft of RUB 173 billion is accounted for as an investment
in a joint venture using the equity method.

OJSC NGK Slavneft holds licenses for the exploration and production of oil and gas at 31license areas located in West Siberia and the Krasnoyarsk region. The annual production of OJSC NGK
Slavneft is 17 million tons of crude oil. The crude oil produced (excluding export) is processed at OJSC NGK Slavneft’s refineries. The OJSC NGK Slavneft’s refineries process over 26 million tons of
hydrocarbons and produce over 5 million tons of gasoline annually.

Investments in Venezuela

As a result of TNK-BP acquisition (Note 7) the Company obtained equity interests in certain assets in Venezuela. The most significant of these investments is in PetroMonagas S.A. in which the
Company holds a 16.7% share. The investment in Venezuela of RUB 17 billion is accounted for as an investment in joint venture using the equity method.

PetroMonagas S.A. is engaged in exploration and development of oil fields in the eastern part of Orinoko Basin. In 2013 PetroMonagas S.A. produced 8.3 million tons of oil equivalent. Petro-
Monagas S.A. is an integrated project involving the extra-heavy crude oil extraction and upgrading, production and export of synthetic crude oil.

Acquisition of interest in exploratory assets in Brazil

As a result of TNK-BP acquisition (Note 7) the Company obtained 45% interest in certain concession agreements for 21 exploratory blocks in the Brazilian Solimoes Basin. The fair value of
Brazilian assets is RUB 10 billion (US$ 317 million at the CBR official exchange rate at the acquisition date). The investment is accounted for as joint operation as the Company has acquired undivided
interests in the respective assets and liabilities. In 2013 the Company recognized a share of loss from its investments in Brazil in the amount of RUB 2 billion.

National Oil Consortium LLC

In January 2013, Company acquired additional 20% ownership share in LLC National Oil Consortium (“NOC”) for RUB 6 billion. As a result of this acquisition and TNK-BP acquisition (Note 7),
the Company’s interest in NOC increased to 60%. NOC provides financing of exploration project at Junin-6 block in Venezuela jointly with a subsidiary of Petréleos de Venezuela S.A. (“PDVSA”),
Venezuelan state oil company. The interest in NOC is continued to be accounted for as an equity investment due to joint control under the shareholder’s agreement.

Acquisition of interest in refining assets

On April 23, 2013 the Company acquired 13.70% share in Saras S.p.A. (“Saras”) for the total consideration of EURO 178.5 million (RUB 7 billion at the CBR official exchange rate at the acquisition
date) from Angelo Moratti S.a.p.a., Gian Marco Moratti and Massimo Moratti.

On June 14, 2013 as a result of a voluntary public offer in respect of 69,310,933 ordinary shares the Company acquired an additional 7.29% interest in Saras for the total consideration of EURO
95 million (RUB 4 billion at the CBR official exchange rate at the acquisition date).

As a result of this acquisition, the Company’s share in equity of Saras increased to 20.99% and is accounted for as an equity investment.

Saras is a leading ltalian and European crude oil refiner which sells and distributes petroleum products in Italy and international markets. Saras is also engaged in electric power production and
sale, industrial engineering and scientific research services to the oil, electric power and environment sectors, and hydrocarbons exploration.

28. OTHER NON-CURRENT NON-FINANCIAL ASSETS

Other non-current non-financial assets comprise the following:

Long-term advances issued 6 -
Prepaid insurance 1 1
Other 5 2
Total other non-current non-financial assets 12 3

29. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities comprise the following:

Accounts payable to suppliers and contractors 187 n7
Voluntary offer to acquire OJSC RN Holding securities (Note 37) 153 -
Salary and other benefits payable 45 22
Banking customer accounts 36 41
Other accounts payable 22 13
Total financial liabilities 443 193

Short-term advances received 45 18

Total accounts payable and accrued liabilities 488 21

In 2013 current accounts payable were settled within 47 days (2012: 31 days) on average. Interest rates on banking customer accounts amount to 0.1-3.0% p.a. Trade and other payables are
non-interest bearing.

30. LOANS, BORROWINGS AND FINANCE LEASE LIABILITIES

Loans and borrowings comprise the following:
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Bank loans RUB 15 101
Bank loans US$, Euro 171 648
Bonds RUB 131 20
Eurobonds uUs$ 247 91
Customer deposits RUB 12 8
Customer deposits US$, Euro 5

Other debt RUB - 1
Less: Current portion of long-term loans and borrowings (545) (35)
Long-term loans and borrowings 1676 837

Bank loans RUB 2 8
Bank loans us$ 88 12
Customer deposits RUB 1 12
Customer deposits US$, Euro 2

Borrowings RUB - 2
Borrowings Euro 3 5
Borrowings — Yukos related RUB 1 n
Promissory notes payable — Yukos related RUB 20 52
Promissory notes payable RUB 1 1
Obligations under a repurchase agreement RUB 1 2
Current portion of long-term loans and borrowings 545 35
Short-term loans and borrowings and current portion of long-term loans and borrowings 684 143
Total loans and borrowings 2360 980

Long-term loans and borrowings
Long-term bank loans comprise the following:

Loans raised for replenishment of working capital US$/Euro LIBOR#.3% ;Jé?gggf;‘??% 2014-2018 1135 167
';:;;;:sed to finance special-purpose business us$ LIBOR+0.60% — LIBOR+3.25% 2029 557 456
;:g\r:i?i;zised to finance special-purpose business RUB 7.20%-9.50% 2015-2017 15 101
e T
Total 1835 751
Debt issue costs 9) 2)
Total long-term bank loans 1826 749

Generally, long-term bank loans from foreign banks are denominated in US$ and partially secured by oil export contracts. If the Company fails to make timely debt repayments, the terms
of such contracts are normally provided the lender with an express right of claim for contractual revenue in the amount of failing loan repayments which must be remitted directly through transit
currency accounts in lender banks. Accounts receivable outstanding balance arising out of such contracts amounts to RUB 24 billion and RUB 32 billion as of December 31, 2013 and December 31,
2012, respectively, and is included in Trade receivables.

Certain US$ denominated loans raised for replenishment of working capital were acquired through TNK-BP acquisition (Note 7).

In March 2013, the Company drew down four long-term unsecured loans from a group of international banks for a total of US$ 31.04 billion (RUB 1,016 billion at the CBR official exchange rate
as of December 31, 2013) to finance the acquision of TNK-BP (Note 7). The first debt agreement of US$ 4.09 billion (RUB 134 billion at the CBR official exchange rate as of December 31, 2013) was
entered into with the syndicate of foreign banks for 5 years at floating rates. The second debt agreement was entered into with the syndicate of foreign banks at floating rates in the amount of US$
12.74 billion (RUB 417 billion at the CBR official exchange rate as of December 31, 2013) for 2 years. The third debt agreement was entered into with the syndicate of foreign banks at floating rates for
2 years in the amount of US$ 11.88 billion (RUB 389 billion at the CBR official exchange rate as of December 31, 2013). The fourth debt agreement in the amount of US$ 2.33 billion (RUB 76 billion at
the CBR official exchange rate as of December 31, 2013) was entered into with the syndicate of foreign banks for 5 years at floating rates. As of December 31, 2013 loans are drawn down in full. In
December 2013 the Company repaid US$ 5.1 billion (RUB 167 billion at the CBR official exchange rate as of December 31, 2013) of the long-term loan from international banks.

In June 2013, the Company drew down funds under long-term floating rate collateralized loan agreement with a foreign bank in the amount of US$ 2 billion (RUB 66 billion at the CBR official
exchange rate as of December 31, 2013). The loan is repayable within 16 years and secured by oil export contracts.

In November 2013, the Company drew down funds under floating rate unsecured long-term loan from an international bank in amount of US$ 0.75 billion (RUB 25 billion at the CBR official
exchange rate as of December 31, 2013) for 5 years.

In December 2013, the Company drew down funds under long-term floating rate unsecured loan from the group of international banks for a total amount of US$ 0.5 billion (RUB 16 billion at the
CBR official exchange rate as of December 31, 2013) for 5 years.

In October 2012, the Company placed two issues of documentary interest-bearing non-convertible bearer bonds with a total nominal value of RUB 20 billion and the term of 10 years. Coupon
payments are made on semi-annual basis of fixed rate of 8.6% p.a. for the first ten coupon periods.

In March 2013, the Company placed two issues of documentary interest-bearing non-convertible bearer bonds with a total nominal value of RUB 30 billion and the term of 10 years. Coupon
payments are made on semi-annual basis of fixed rate of 8.0% p.a. for the first ten coupon periods.

In June 2013, the Company placed three issues of documentary interest-bearing non-convertible bearer bonds with a total nominal value of RUB 40 billion and the term of 10 years. Coupon
payments are made on semi-annual basis of fixed rate of 7.95% p.a. for the first ten coupon periods.

In December 2013, the Company placed two issues of documentary interest-bearing non-convertible bearer stock bonds with a total nominal value of RUB 40 billion and the term of 10 years.
Coupon payments are made on semi-annual basis of fixed rate of 7.95% p.a. for the first ten coupon periods.

All the above mentioned bonds provide for early repurchase in five years at the request of a bond holder as set in the respective offering documents. In addition, the issuer, at any time and at
its discretion, may early purchase/repay the bonds with a possibility of subsequent bonds circulation. Such purchase/repayment of the bonds does not constitute an early redemption.

Corporate bonds comprise the following:

ROSNEFT Appendix 1: Consolidated financial statements | Annual Report 2013 173



Eurobonds - (coupon interest rate -3.149%) us$ 2017 33 30

Eurobonds - (coupon interest rate -4.199%) us$ 2022 66 61
Eurobonds (Series 7) - (coupon interest rate -6.25%) us$ 2015 17 -
Eurobonds (Series 2) - (coupon interest rate -7.50%) uss$ 2016 38 -
Eurobonds (Series 4) - (coupon interest rate -6.625%) us$ 2017 30 -
Eurobonds (Series 6) - (coupon interest rate -7.875%) us$ 2018 43 -
Eurobonds (Series 8) - (coupon interest rate -7.25%) us$ 2020 20 -
Total long-term Eurobonds 247 91

In the fourth quarter of 2012, the Company raised the funds through Eurobonds placement in amount of US$ 3.0 billion. Eurobonds were placed by two tranches at a nominal value: one in the
amount of US$ 1.0 billion (RUB 30 billion at the CBR official exchange rate as of December 31, 2012) with the coupon of 3.149% p.a. to be matured in March 2017, and the other one in the amount of
US$ 2.0 billion (RUB 61 billion at the CBR official exchange rate as of December 31, 2012) with the coupon of 4199% p.a. to be matured in March 2022. The funds received will be used for general
corporate purposes.

Eurobonds of the second, the forth, the sixth, the seventh and the eighth series were acquired through TNK-BP acquisition (Note 7).

Customer deposits represent fixed-term deposits placed by customers with the Company’s subsidiary banks, denominated in RUB and foreign currencies. As of December 31, 2013, RUB de-
nominated deposits bear interest rates ranging from 1.00% to 12.00% p.a. and deposits denominated in foreign currencies bear interest rates ranging from 1.00% to 7.40% p.a.

The Company is obliged to comply with a number of restrictive financial and other covenants contained in its loan agreements. Such covenants include maintaining certain financial ratios.

As of December 31, 2013 and 2012, the Company was in compliance with all restrictive financial and other covenants contained in its loan agreements.

Short-term loans and borrowings

November 2013, the Company drew down two floating rates tranches of unsecured loan from international bank for a total amount of US$ 1.5 billion (RUB 49 billion at the CBR official exchange
rate as of December 31, 2013): the first in amount of US$ 0.5 billion (RUB 16 billion at the CBR official exchange rate as of December 31, 2013) for 1 year and with possibility of further extension of up
to 12 months; the second in amount of US$ 1.0 billion (RUB 33 billion at the CBR official exchange rate as of December 31, 2013) maturing within 6 months.

In December 2013, the Company drew down funds under two fixed rate short-term loans from Russian banks for a total of US$ 0.74 billion (RUB 24 billion at the CBR official exchange rate as
of December 31, 2013) with maturity in the first quarter of 2014.

Customer deposits represent fixed-term deposits placed by customers with the Company’s subsidiary banks, denominated in RUB and foreign currencies. As of December 31, 2013 the RUB
denominated deposits bear interest rates ranging from 0.01% to 12.00% p.a. and deposits denominated in foreign currencies bear interest rates ranging from 0.01% to 7.20% p.a.

RUB denominated borrowings — Yukos related primarily include borrowings provided by Yukos Capital S.a.r.l., at 9% p.a. interest that matured in 2007. The borrowings were carried in the books
of the former Yukos subsidiaries the Company acquired through the auctions for the sale of the assets of Yukos. The borrowings are being disputed by the Company. The Company partially settled
the above mentioned liabilities in compliance with the court decision in 2010 (Note 41).

Promissory notes payable — Yukos related comprise amounts that were carried in the books of the former Yukos subsidiaries the Company acquired through the auctions for the sale of the assets
of Yukos. The promissory notes are being disputed by the Company. The promissory notes are claimed to be primarily payable on demand and bear interest rates ranging from 0% to 18% p.a. (Note 41).

In 2012-2013 the Company received cash under repurchase agreements and recognized these transactions as a collateralized loan. As of December 31, 2013 and December 31, 2012, the
liabilities of the Company under repurchase agreements amounted to RUB 1 billion and RUB 2 billion, respectively, with the fair value amounted to RUB 1 billion and RUB 3 billion, respectively.

In 2013 the Company had neither delays in payments under loan agreements nor overdue interest payments.

Finance lease

Finance lease liabilities 12 1

Including short-term financial lease liabilities 4 3

Repayments of finance lease obligations comprise the following:

Less than 1year 5 V] 4
From 1to 5 years 6 V)] 5
Over 5 years 3 - 3
Total 14 2 12

Less than 1year 4 [{)] 3
From 1to 5 years 6 (Y]
Over 5 years 4 )
Total 14 (3) 1

Finance leases entered into by the Company do not contain covenants and are entered into for a long-term, with certain leases having purchase options at the end of lease term. Finance
leases are denominated in RUB and US$.
The following is the analysis of the property, plant and equipment under capital leases recognized in Property, plant and equipment (Note 24):

H

Plant and machinery 12

Vehicles 6 6
Total cost 18 14
Less: accumulated depreciation 9) 3)
Total net book value of leased property 9 "

-
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31. CURRENT LIABILITIES RELATED TO DERIVATIVE INSTRUMENTS

Current liabilities related to derivative instruments comprise:

Cross-currency rate swaps 6 -

Total current liabilities related to derivative financial instruments 6 -

In 2013 the Company entered into cross-currency interest rate swap with four banks for a term through 2018. Under the swap the Company pays US$ 2,138 million (RUB 70 billion at the CBR
official exchange rate at December 31, 2013) at the floating interest rate of US$ 3-month LIBOR plus bank margin and receives RUB 70 billion at the fixed interest rates ranging from 7.95% to 8.0% p.a.

In 2012 the Company entered into cross-currency interest rate swap with five banks for a term through 2015. Under the swap the Company pays US$ 1,982 million (RUB 65 billion at the CBR
official exchange rate at December 31, 2013) at the fixed interest rates and receives RUB 62 billion at the fixed interest rate of 7.2% p.a.

In 2012 the Company entered into cross-currency interest rate swap with two banks for a term through 2017. Under the swap the Company pays US$ 641 million (RUB 21 billion at the CBR official
exchange rate at December 31, 2013) at the floating interest rate of US$ 3-month LIBOR plus bank margin and receives RUB 20 billion at the fixed interest rate of 8.6% p.a.

Fair value of cross-currency interest rate swaps is calculated based on market data using SuperDerivatives valuation service. Fair value of the cross-currency rate swaps is included in Current
liabilities related to derivative financial instruments in the amount of RUB 6 billion in the consolidated balance sheet as of December 31, 2013 and in Other short-term financial assets — Derivative
financial instruments (Note 20) in the amount of RUB 2 billion in the consolidated balance sheet as of December 31, 2012. The change in fair value measurements resulted in unrealized loss in the
amount of RUB 8 billion in 2013. Realized gain in the form of net payments, recalculated in RUB at the CBR official exchange rate as of the date of payments was RUB 5 billion in 2013. The net effect
of cross-currency interest rate swaps is presented in Finance expenses — Net loss from operations with derivative financial instruments in the amount of RUB 3 billion in the consolidated statement
of comprehensive income for 2013 (Note 12).

32. OTHER SHORT-TERM TAX LIABILITIES

Other short-term tax liabilities comprise the following:

Mineral extraction tax 81 46
VAT 50 23
Excise duties 14 10
Personal income tax 1 1
Property tax 6 3
Other 9 -
Total other tax liabilities 161 83

33. PROVISIONS

As of January 1, 2012 (restated), including 50 n 5 66
Non-current 50 10 - 60
Current - 1 5 6

Provisions charged during the year 5 1 1

Increase/(decrease) in the liability resulting from

Changes in estimates 6) 3 (1) (4)
Change in the discount rate 7 - - 7
Unwinding of discount 4 - - 4
Utilised (3) - ) (5)
Effect of changes in accounting policies (Note 3) 1 - - 1
As of December 31, 2012 (restated), including 58 15 3 76
Non-current 58 13 - 7
Current - 2 3 5
Provisions charged during the year 15 4 2 21

Increase/(decrease) in the liability resulting from

Changes in estimates 5) - 3 )
Change in the discount rate (3) - - (3)
Unwinding of discount 6 2 - 8
Utilised ) (5) (1) ®)
Acquisition of TNK-BP (Note 7) 25 17 4 46
As of December 31, 2013, including 94 33 " 138
Non-current 91 24 1 16
Current 3 9 10 22

0O653aTeNbCTBa, CBSI3aHHbIe C BbIGLITUEM aKTUBOB, NPEACTaBSOT COGOM OLEHKY CTOMMOCTU 3aTpaT Ha NMMKBUAALIMIO CKBAXWH, PEKY/BTUBALIMIO MecyaHblX Kapbepos, LTaMOBbIX aMGapos,
noBpexXAeHHbIX 3eMerlb, A&eMOHTaxXa TPYGoNpPOBOAOB M NNHUIA 3neKTponepeaay. B yactn oxnaaembix nnatexei no 0693aTebCTBaM, CBA3aHHLIM C BbIGLITUEM aKTUBOB, GloXeT hopMUpyeTCs Ha
rofj0BOV OCHOBE. B 3aBMCMMOCTU OT CK/a/iblBalOLLECs SKOHOMWYECKO CUTyaLu B KOMMaHWUK thakTuyeckne pacxofbl MOryT OT/IMYATLCS OT CYMM, 3a/10KeHHbIX B GloaxeTe.

34. LONG-TERM PREPAYMENT ON OIL SUPPLY AGREEMENTS

During 2013 the Company entered into a number of long-term crude oil supply contracts which involve receipt of prepayment. The total minimum delivery volume approximates 400 million
tons of crude oil.

The contracts include the following main terms:

« prepayment amounts not to exceed 30% of the total contracted volume;

« the crude oil price is calculated based on current market quotes;

« the prepayment is reimbursed through physical deliveries of crude oil.
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The prepayments will be reimbursed starting from 2015. The Company considers these contracts to be a regular way sale contracts which were entered into for the purpose of the delivery of
a non-financial item in accordance with the Company’s expected sale requirements.

As of January 1 _ _

Received 470 -

Less current portion - -

Reimbursed - -

As of December 31 470 _

35. OTHER NON-CURRENT LIABILITIES

Other non-current liabilities comprise the following:

Ruhr Oel GmbH liabilities due BP 16 13
Shelf projects liabilities 10 -
Liabilities for investing activities 1 2
Other 1 1
Total other non-current liabilities 28 16

Other non-current liabilities mostly comprise the Ruhr Oel GmbH pension and other liabilities due to BP group relating to BP group employees of Ruhr Oel GmbH plants.

36. PENSION BENEFIT OBLIGATIONS

Defined contribution plans

The Company makes payments to the State Pension Fund of the Russian Federation. These payments are calculated by the employer as percentage from the salary expense and are expensed
as accrued.

The Company also maintains a defined contribution corporate pension plan to finance non-state pensions of its employees.

Pension contributions recognized in the consolidated statement of comprehensive income was as follows:

State Pension Fund 23 16 14
NPF Neftegarant 4 3 3
Total pension contributions 27 19 17

37. SHAREHOLDERS’ EQUITY

Common shares
As of December 31, 2013 and 2012:

Authorized common shares:

quantity, millions 10 598

amount, billions of RUB 0,6

Issued and fully paid shares:

quantity, millions 10 598
amount, billions of RUB 0,6
Nominal value of 1 common share, RUB: 0,01

Starting from 2011 the Company distributes dividends in the amount of 25% of IFRS net income, attributable to the Company’s shareholders. According to Russian legislation the basis of distri-
bution is identified as the current period net profit of OJSC Rosneft Oil Company calculated in accordance with Russian accounting standards.

On June 20, 2012, the annual General Meeting of Shareholders approved dividends on the Company’s common shares for 2011 in the amount of RUB 37 billion or RUB 3.45 per share. RUB 33
billion of the above are related to outstanding shares, including dividend withholding tax on treasury shares. In August 2012, the approved dividends were paid.

On November 30, 2012, the extraordinary General Meeting of Shareholders approved additional dividends on the Company’s common shares for 2011 in the amount of RUB 42 billion or 4.08
per share. RUB 38 billion of the above are related to outstanding shares, including dividend withholding tax on treasury shares. In December 2012, the approved dividends were paid.

On June 20, 2013, the annual General Meeting of Shareholders approved dividends on the Company’s common shares for 2012 in the amount of RUB 85 billion or RUB 8.05 per share. In the
third quarter of 2013, the approved dividends were paid.

Treasury shares

number, millions - 1360

amount, billions of RUB - 299

In June 2012, the Company purchased 321,963,949 of its own shares for RUB 68 billion or RUB 212 per share.

In August 2012, the Company transferred 185,794 of treasury shares to compensate independent members of the Company’s Board of Directors for the period from June 10, 2011 to June 10,
2012 (Note 39). Both fair and carrying value of the above shares approximated RUB 0.04 billion.

In November 2012, the Company purchased 28,513,639 of its own shares for RUB 7 billion or RUB 249 per share.

In March 2013, the Company transferred 1,360,449,797 of its own shares to BP as a consideration for TNK-BP acquisition (Note 7).

Additional paid-in capital

Additional paid-in capital as of January 1 385 386
Sale of treasury shares (Note 7) 28 -
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Sale of 9.99% of OJSC RN Holding shares (125) -
Voluntary offer to acquire OJSC RN Holding shares 189 -
Change in ownership interests in subsidiaries - (Y]
Additional paid-in capital as of December 31 477 385

In 2012 the Company acquired additional shares in its two subsidiaries. The effect of these transactions in the total amount of RUB 1 billion was accounted for as a reduction of Additional
paid-in capital.

In the third quarter of 2013 9.99% of shares in OJSC RN Holding (“RN Holding”), a subsidiary of the Company, were sold to certain unrelated third parties for a cash consideration of an aggregate
RUB 97 billion. As these transactions did not result in a loss of control over RN Holding, the difference between the fair value of consideration transferred and the carrying amount of the disposed
share of net assets is recognized in the additional paid-in capital.

On November 6, 2013 Rosneft announced a voluntary offer to acquire its securities held by minority shareholders. Under the terms of the voluntary offer, Rosneft plans to buy out 1,918,701,184
ordinary and 450,000,000 preferred shares of RN Holding. The offer price was set at RUB 67 per one ordinary share and RUB 55 per one preferred share of RN Holding. The voluntary offer term of
75 days expired on January 20, 2014. As of December 31, 2013, the Company recognized a liability due to non-controlling interest shareholders in the amount of RUB 153 billion in the other accounts
payable, decrease in the non-controlling interest in the amount of RUB 342 billion and increase in the additional paid-in capital in the amount of RUB 189 billion. As of January 20, 2014 a number of
shareholders, legal entities and individuals, have accepted the voluntary offer. Final results of the voluntary offer will be available in the first quarter of 2014.

38. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value of financial assets and liabilities is determined as follows:

fair value of financial assets and liabilities quoted on active liquid markets is determined in accordance with the market quotes;

fair value of other financial assets and liabilities is determined in accordance with generally accepted models and is based on discounted cash flow analysis that relies on prices used for
existing transactions in the current market;

fair value of derivative financial instruments is based on market quotes. If such quotes are unavailable, fair value is determined on the basis of valuation models that rely on assumptions
confirmed by observable market prices or rates as of the reporting date..

Assets and liabilities of the Company that are measured at fair value on a recurring basis in accordance with the fair value hierarchy are presented in the table below.

Current assets
Held-for-trading 3 12 - 15
Available-for-sale " 32 - 43

Available-for-sale — 4 — 4
Derivative financial instruments - 1 - 1
Total assets measured at fair value 14 49 - 63

Current assets

Held-for-trading 13 8 - 21
Available-for-sale 5 15 - 20
Derivative financial instruments - 3 - 3

Available-for-sale 6 - - 6
Derivative financial instruments - 2 - 2
Total assets measured at fair value 24 28 - 52

There have been no transfers between Level 1and Level 2 during the period.
Fair value of financial assets available for sale, held-for-trading financial assets at fair value through profit or loss and derivative financial instruments included in Level 2 is measured at the
present value of future estimated cash flows, using inputs such as market interest rates and market quotes of forward exchange rates.

Financial liabilities at amortized cost:

Loans and borrowings with variable interest rate (1717) (632) (1722) (605)
Loans and borrowings with fixed interest rate (643) (348) (639) (338)
Derivative financial instruments ©) - ) -
Financial lease liabilities (12) (W] (12) (1)

There have been no transfers between Level 1and Level 2 during the period.
39. RELATED PARTY TRANSACTIONS

For the purposes of these consolidated financial statements, parties are considered to be related if one party has the ability to control the other party or exercise significant influence over the
other party in making financial or operational decisions. In 2011, 2012 and 2013 the Company entered into transactions with the following related parties: joint ventures and associates, enterprises
directly or indirectly controlled by the Russian Government, key management, pension funds (Note 36).

Related parties may enter into transactions which unrelated parties might not, and transactions between related parties may not be effected on the same terms as transactions between
unrelated parties.

3
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Disclosure of related party transactions is presented on an aggregate basis for the companies directly or indirectly controlled by the Russian Government, joint ventures and associates, non-
state pension funds. In addition, there may be an additional disclosure of certain significant transactions (balances and turnovers) with certain related parties.

In the course of its ordinary business, the Company enters into transactions with other companies controlled by the Russian Government. In the Russian Federation, electricity and transport
tariffs are regulated by the Federal Tariff Service, an authorized governmental agency of the Russian Federation. Bank loans are recorded based on the market interest rates. Taxes are accrued and
paid in accordance with the applicable tax law. The Company sells crude oil and petroleum products to related parties in the ordinary course of business at the prices close to average market prices.
Gas sales prices in Russian market are regulated by the Federal Tariff Service.

Tr ions with ries directly or indirectly controlled by the Russian Government

Revenues and income

Oil and gas sales 102 94 28
Petroleum products and petrochemicals sales 58 30 25
Support services and other revenues 2 2 2
Finance income 2 18 7

164 144 62

Costs and expenses

Production and operating expenses 13 8 10
Cost of purchased oil, gas and petroleum products and refining costs 2 - -
Pipeline tariffs and transportation costs 318 187 181
Other expenses 8 17 7
Financial expenses 2 4 -
343 216 198

Other operations

Purchase of financial assets and investments in associates (8) (6) ©)
Sale of financial assets and investments in associates 15 = 1
Loans received 22 100 -
Loans repaid - (2) (3)
Loans and borrowings issued - - (Y]
Repayment of loans and borrowings issued 1 - -
Deposits placed (56) (10) (30)
Deposits repaid 10 24 165
Repurchase of shares - V)] -
Settlement balances

Cash and cash equivalents 135 188
Accounts receivable 15 13
Prepayments and other current assets 25 15
Other financial assets 66 7

Accounts payable and accrued liabilities 9 15
Loans and borrowings 125 100
134 15

Transactions with joint ventures
Crude oil is purchased from joint ventures at Russian domestic market prices.

Revenues and income

QOil and gas sales 2 - -
Petroleum products and petrochemicals sales 6 - -
Support services and other revenues 6 2 3
Finance income 1 1 1

15 3 4

Costs and expenses

Production and operating expenses 2 - -

Cost of purchased oil, gas and petroleum products and refining costs 108 18 23

-
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Pipeline tariffs and transportation costs 8 - 2
Other expenses 4 2 2
122 20 27

Other operations

Purchase of financial assets and investments in associates (4) - -

Loans repaid - (2) -

Loans and borrowings issued (4) — _

Repayment of loans and borrowings issued 4 - 3
Settlement balances

Accounts receivable 5 5
Prepayments and other current assets 1 -
Other financial assets 4 -

10 5

Accounts payable and accrued liabilities 17 12
Loans and borrowings 1 -
18 12

Tr tions with iat

Revenues and income

Oil and gas sales 5 1 2
Petroleum products and petrochemicals sales 1 2 5
Support services and other revenues 1 1 2
Finance income 1 1 1

8 5 10

Costs and expenses

Production and operating expenses 7 1 3
Other expenses 2 5 1
9 6 4

Other operations

Purchase of financial assets - - (5)

Loans and borrowings issued V] V] -

Repayment of loans and borrowings issued - - 3
Settlement balances

Accounts receivable 1 2
Other financial assets 13 12
14 14
Accounts payable and accrued liabilities 2 1
2 1

Tr tions with tat ion funds

Costs and expenses

Other expenses 3 3 3

©o
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Other operations

Loans repaid - - (Y]

Compensation to key management personnel

For the purpose of these consolidated financial statements key management personnel includes: President of Rosneft, Vice-Presidents, members of the Board of Directors, members of the Man-
agement Board, members of the Audit Committee, directors of departments and heads of independent units, as well as others charged with governance.

Short-term benefits of the key management personnel, including payroll, bonuses, personal income tax and social taxes, severance payments and contributions to insurance programs of the key
management personnel amounted to RUB 8 billion, RUB 9 billion and RUB 4 billion in 2013, 2012 and 2011, respectively.

On June 10, 2011, annual General Meeting of Shareholders decided to transfer to each of the following independent members of the Board of Directors of Rosneft Mr. Andrey L. Kostin, Mr. Alexander
D. Nekipelov and Mr. Hans-Joerg Rudloff 25,238 shares of Rosneft, 20,821 shares of Rosneft to Mr. Andrey G. Reus and Mr. Nikolay P. Tokarev, each, 18,928 shares of Rosneft to Mr. Vladimir L. Bogdanov,
and 14,021 shares of Rosneft to Sergey M. Bogdanchikov as a compensation for their services in the capacity of the Company’s directors.

On June 20, 2012, annual General Meeting of Shareholders decided to transfer to each of the following independent members of the Board of Directors of Rosneft as a compensation for their
services in the capacity of the Company’s directors for the periods June 10, 2011 — September 13, 2011 and September 13, 2011 — June 20, 2012: 28,944 shares of Rosneft to Mr. Alexander D. Nekipelov,
26,925 shares of Rosneft to Mr. Andrey L. Kostin and Mr. Hans-Joerg Rudloff, each, 24,906 shares of Rosneft to Mr. Sergey V. Shishin, 22,213 shares of Rosneft to Mr. Nikolay P. Tokarev and Mr. Dmitry
E. Shugaeyv, each, 17,408 shares of Rosneft to Mr. Vladimir L. Bogdanov and 16,260 shares of Rosneft to Mr. Matthias Warnig as a compensation for his services in the capacity of the Company’s director
for the period September 13, 2011 — June 20, 2012.

On June 20, 2013, annual General Meeting of Shareholders decided to transfer to each of the following independent members of the Board of Directors of Rosneft as a compensation for their
services in the capacity of the Company’s directors for the periods June 20, 2012 —November 30, 2012 and November 30, 2012 — June 20, 2013: 76,373 shares of Rosneft to Mr. Mattias Varnig and Mr.
Michail V. Kuzovlev, each, 75,009 shares of Rosneft to Mr. Nikolay P. Laverov, 85,920 shares of Rosneft to Mr. Alexander D. Nekipelov, 79,101 shares of Rosneft to Mr. Hans-Joerg Rudloff and Mr. Sergey
V. Shishin, each, 72,282 shares of Rosneft to Mr. Dmitry E. Shugaev and Mr. llia V. Scherbovich, each.

40. KEY SUBSIDIARIES

OJSC Orenburgneft Russia Qil and gas development and production 100,00 100,00 - -
0OJSC Samotlorneftegaz Russia Oil and gas development and production 100,00 100,00 - -
0OJSC Tumenneftegaz Russia QOil and gas development and production 100,00 100,00 - -
0OJSC Verkhnechonskneftegaz Russia QOil and gas development and production 100,00 100,00 - -
CJSC Vankorneft Russia Qil and gas development and production 93,96 93,96 93,96 93,96
RN-Yuganskneftegaz LLC Russia Oil and gas production operator services 100,00 100,00 100,00 100,00

CJSC RORC Russia Petroleum refining 100,00 100,00 - -
OJSC Angarsk Petrochemical Company Russia Petroleum refining 100,00 100,00 100,00 100,00
OJSC Novokuybyshev Refinery Russia Petroleum refining 100,00 100,00 100,00 100,00
RN-Komsomolsky Refinery LLC Russia Petroleum refining 100,00 100,00 100,00 100,00
0OJSC Syzran Refinery Russia Petroleum refining 100,00 100,00 100,00 100,00
OJSC Achinsk Refinery Russia Petroleum refining 100,00 100,00 100,00 100,00
OJSC Kuybyshev Refinery Russia Petroleum refining 100,00 100,00 100,00 100,00
0OJSC Saratov Oil Refinery Russia Petroleum refining 85,48 91,13 - -
CJSC PCEC Russia Marketing and distribution 100,00 100,00 - -
OJSC TNK-Stolitsa Russia Marketing and distribution 100,00 100,00 - -
Rosneft Trading S.A. Switzerland Marketing and distribution 100,00 100,00 100,00 100,00
Rosneft Trade Limited Cyprus Republic Marketing and distribution 100,00 100,00 - -
Other

OJSC RN Holding Russia Holding company 100,00 100,00

Neft-Aktiv LLC Russia Investing activity 100,00 100,00 100,00 100,00
Rosneft Finance S.A. Luxemburg Finance services 100,00 100,00 - -

0OJSC Russian Regional Development Bank

(VBRR) Russia Banking 84,67 84,67 84,67 84,67

As of December 31, 2013, the ownership percentage was calculated based on the terms of the voluntary public offering of RN Holding shares (Note 37).
41. CONTINGENCIES

Russian business environment

Russia continues economic reforms and development of its legal, tax and regulatory frameworks as required by a market economy. The future stability of the Russian economy is largely de-
pendent upon these reforms and developments and the effectiveness of economic, financial and monetary measures undertaken by the government.

Management believes it is taking appropriate measures to support the sustainability of the Company’s business in the current circumstances.

Guarantees and indemnities issued

In the second quarter of 2013, the Company provided unconditional unlimited guaranty in favor of the Government and municipal authorities of Norway of potential ongoing ecological liabilities
of RN Nordic Oil AS in respect of its operating activities on the Norwegian continental shelf. A parent company guarantee is required by the Norway Legislation and is an imperative condition for
licensing the operations of RN Nordic Oil AS on the Norwegian continental shelf jointly with Statoil.

Parent Guarantes, Commercial Discovery bonus payment guarantee (under projects with Eni S.p.A. on the shelf of Russian Federation), Parent Agreement (under projects with Statoil ASA on
the shelf of Russian Federation), Parent Agreement (under projects with ExxonMobil Oil Corporation on the shelf of Russian Federation) entered into in 2012 under Strategic Cooperation Agreement
between Rosneft and Eni S.p.A, Rosneft and Statoil ASA, Rosneft and ExxonMobil Oil Corporation took effect in 2013. These guarantees are unconditional, unlimited and open-ended, and assuming
that Rosneft will cover all potential ongoing liabilities under the terms of the projects on behalf of its associates. Under these agreements, the partners guarantee to each other the proper and timely
performance of all obligations of its affiliated persons under above mentioned agreements entered into for the purpose of realization of Joint Agreements on the shelf of Russian Federation and
also commercial discovery bonus payment assumed by the terms of Shareholders and Operating Agreements.

In 2013 the Company entered into the Parent Agreements with ExxonMobil Oil Corporation for seven new offshore projects. These guarantees effective the second quarter of 2014 are unlimited,
unconditional and open-ended.
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Legal claims

In 2006, Yukos Capital S.a.r.l. (“Yukos Capital”), a former subsidiary of Yukos Oil Company, initiated arbitral proceedings against OJSC Yuganskneftegaz, which was subsequently merged into
the Company, OJSC Samaraneftegaz, the Company’s subsidiary, and Tomskneft, the Company’s joint venture company, in various arbitration courts alleging default under nine RUB-denominated
loans. The International Commercial Arbitration Court (the “ICAC”) at the Russian Federation Chamber of Commerce and Industry issued four arbitration awards in favor of Yukos Capital against OJSC
Yuganskneftegaz concerning four of the loans in the aggregate amount of approximately RUB 13 billion. Arbitration panel formed pursuant to the International Chamber of Commerce (“ICC”) rules
issued an award against OJSC Samaraneftegaz in the amount of RUB 3 billion in loan principal and interest plus post award interest of 9% p.a. on the above amount of loan principal and interest
concerning two other loans. On February 12, 2007, the arbitration panel formed pursuant to the ICC rules issued an award against Tomskneft of RUB 4 billion plus interest of 9% per annum, plus
default penalties of 0.1% per day (from December 1, 2005, through the date of the award), plus legal costs.

In 2007, the Company successfully challenged the ICAC awards and the ICAC awards were set aside by the Russian courts, including the Supreme Arbitrazh Court of the Russian Federation.
Yukos Capital, nevertheless, sought to enforce the ICAC awards in the Netherlands. Although the district court in Amsterdam refused to enforce the ICAC awards on the ground that they were properly
set aside by a competent court on April 28, 2009 the Amsterdam Court of Appeal reversed the district court’s judgment and allowed Yukos Capital to enforce the ICAC awards in the Netherlands.
On June 25, 2010, the Supreme Court of the Netherlands declared inadmissible the Company’s appeal of the decision of the Amsterdam Court of Appeal. Although the Company does not agree
with the decisions of the Dutch courts above, on August 11, 2010 it complied with such decisions and arranged for relevant payments to be made with respect to the claim against the Company.

While the Dutch case was pending, Yukos Capital filed an additional lawsuit against the Company in the High Court of Justice in London, seeking enforcement of the ICAC awards in England
and Wales, as well as interest on those awards.

Following the payments arranged by the Company noted above, Yukos Capital continues to seek statutory interest in the High Court of Justice in London in the amount of approximately RUB
5 billion as of the date of its Particulars of Claim. On June 14, 2011, the High Court issued an interim decision on two preliminary issues it had agreed to consider prior to reaching a decision on the
merits of the claim. Although Yukos Capital prevailed on both issues, the court granted the Company leave to appeal, which it did. On June 27, 2012 the Court of Appeal of England handed down
its judgment whereby the Company prevailed on one of these preliminary issues. No further appeals were requested by any party. Upon return of the case to the High Court of Justice, the court
entered an order on February 27, 2013 providing for the hearing of further preliminary issues concerning whether the court has the power to enforce the annulled ICAC awards at English common
law and whether in principle there is a basis for Yukos Capital to recover post-award interest in the English courts. The High Court of Justice scheduled the hearing of the further preliminary issues
to be conducted on May 13-15, 2014. The Company intends to defend its position vigorously in the remaining proceedings in England.

In 2007, lawsuits were filed in Russian arbitrazh courts in Moscow, Samara and Tomsk to nullify the loan agreements with Yukos Capital. Court Hearings in all three cases were suspended for
some time. However, on February 1, 2012 the Arbitrazh Court of the Samara Region declared invalid the loan agreements between Yukos Capital and OJSC Samaraneftegaz. On July 17, 2012, the 11th
Arbitrazh Appellate Court dismissed Yukos Capital’s appeal of that judgment. Yukos Capital filed a cassation appeal against both court decisions with the Federal Arbitrazh Court for Povolzhsky District,
which on February 28, 2013 upheld the lower courts’ judgments. On July 8, 2013, the Supreme Arbitrazh Court rejected Yukos Capital’s supervisory appeal and upheld the lower courts’ judgments.

On July 11, 2012, the Moscow Arbitrazh Court declared invalid the loan agreements between Yukos Capital and OJSC Yuganskneftegaz. On October 9, 2012, the 9th Arbitrazh Appellate Court
dismissed Yukos Capital’s appeal of that judgment. Yukos Capital filed a cassation appeal against these judgments with the Federal Arbitrazh Court of Moscow District, which on March 14, 2013 up-
held the judgments of the lower courts. Yukos Capital then applied for supervisory appeal to the Supreme Arbitrazh Court which by its ruling dated July 31, 2013 rejected Yukos Capital’s supervisory
appeal and upheld the lower courts’ judgments.

On July 19, 2012 the Arbitrazh Court of the Tomsk Region declared void the loan agreements between Yukos Capital and Tomskneft. Yukos Capital filed an appeal on the decision. On June
3, 2013 the 7th Arbitrazh Appellate Court dismissed Yukos Capital’s appeal of that judgment. On October 8, 2013, the Federal Arbitrazh Court for West-Siberian District rejected Yukos Capital’s
cassation appeal and upheld the judgments of the lower courts. On December 30, 2013, Yukos Capital filed a supervisory appeal with the Supreme Arbitrazh Court, the decision of the Supreme
Arbitrazh Court is pending.

On July 2, 2010, Yukos Capital filed a petition with the U.S. District Court for the Southern District of New York (the “U.S. S.D.N.Y.”) seeking confirmation of the ICC award against OJSC Sama-
raneftegaz noted above. In August 2010, Yukos Capital also commenced proceedings in the Arbitrazh Court of the Samara Region seeking enforcement of the same award in the Russian Federation.

On February 15, 2011, the Arbitrazh Court of the Samara Region denied Yukos Capital’s enforcement application. The time for cassation appeal from the ruling has lapsed without Yukos Capital
having filed such an appeal. On January 20, 2012, OJSC Samaraneftegaz filed a motion for summary judgment on the issue of personal jurisdiction in the U.S. S.D.N.Y.

On July 24, 2012, the U.S. S.D.N.Y. granted summary judgment to Yukos Capital on the issue of personal jurisdiction over OJSC Samaraneftegaz in New York. Yukos Capital and OJSC Sama-
raneftegaz thereafter filed cross-motions for summary judgment concerning whether the U.S. S.D.N.Y. should enforce the award. On August 6, 2013, the U.S. S.D.N.Y. denied Samaraneftegaz’s motion
for summary judgment and granted summary judgment for Yukos Capital. The U.S. S.D.NY. entered judgment for Yukos Capital in the amount of US$ 186 million (RUB 6 billion at the CBR official
exchange rate at December 31, 2013). Samaraneftegaz has appealed the judgment. Its brief was filed on January 24, 2014. On January 9, 2014, the U.S. S.D.N.Y granted Yukos Capital’s request for
a turnover order and injunction to require Samaraneftegaz to use its assets to pay the above judgment or post a bond as well as to refrain from certain actions for so long as it has neither paid nor
posted a bond. Samaraneftegaz intends to appeal the order and will defend its position vigorously in the appeal proceedings as well as against any further actions of Yukos Capital.

In February 2010, Yukos Capital commenced proceedings against Tomskneft in the Arbitrazh Court of the Tomsk Region seeking to enforce in Russia the abovementioned February 2007 ICC
award. On July 7, 2010, the Arbitrazh Court of the Tomsk Region denied Yukos Capital’s enforcement application. On October 27, 2010 Yukos Capital’s cassation appeal was dismissed.

In July 2010, Yukos Capital brought an action against Tomskneft in the Paris Court of First Instance seeking enforcement of the February 2007 ICC award in France. On July 20, 2010, the court
issued an ex parte order to allow enforcement. On February 22, 2011, Tomskneft timely filed an appeal against this order in the Paris Court of Appeal, which was granted on January 15, 2013, and the
Paris Court of Appeal declared that the award could not be enforced in France. On August 6, 2013 Yukos Capital filed a brief on appeal to the French Court of Cassation seeking review of the Paris
Court of Appeal’s judgment declining enforcement. Tomskeft's brief was filed on December 5, 2013. The decision of the court is pending.

In February 2013, Yukos Capital initiated proceedings against Tomskneft in Ireland and Singapore seeking to enforce the same February 2007 ICC award whose recognition and enforcement
was declined in Russia and France. Tomskneft has made an appearance in Ireland to challenge the court’s jurisdiction. The court agreed with Tomskneft that its jurisdictional challenge should be
heard before other issues. The court conducted a hearing on Tomskneft’'s motion to dismiss the proceedings on November 20-22, 2013 and the decision of the court is pending.

On February 19, 2013, Yukos Capital obtained an ex parte judgment granting its application for leave to enforce the same February 2007 ICC arbitral award in Singapore. Tomskneft filed on
March 26, 2013 a brief responding submission. On July 3, 2013, the court heard Tomskneft’s application that the issue of inadequate notice of the arbitral proceedings should be decided first and
before Tomskneft fully presents all other defenses against enforcement. The judge decided to hear all grounds of defense at one time. On January 13, 2014 the judge granted in part Tomskneft's
application for discovery. The hearing schedule in Singapore has not been fixed yet.

Yukos International (UK) B.V. has initiated proceedings in the Amsterdam District Court claiming damages of up to US$ 333 million (RUB 11 billion at the CBR official exchange rate at December
31, 2013), plus statutory interest with effect from February 7, 2011, plus costs, against Rosneft and other co-respondents unrelated to Rosneft relating to alleged injury supposedly caused by the entry
of a freezing order in 2008 that Yukos International (UK) B.V. claims restricted its ability to invest certain funds as it chose. The first court date in this case was June 27, 2012. Rosneft filed its Statement
of Defense on October 3, 2012. That statement asserts various defenses including that the court properly granted the freezing order and that Yukos International (UK) B.V. suffered no damages as
a result of having its funds deposited in an interest bearing account of its choice.

Yukos International (UK) B.V. filed its Statement of Reply on February 20, 2013. Rosneft filed its Statement of Rejoinder on May 15, 2013. A hearing on the merits is scheduled for January 9,
2014. At that hearing Yukos International (UK) B.V. was granted permission to amend its claims against Rosneft. Now Yukos International (UK) B.V. filed claims against Rosneft also based on collective
responsibility; the purpose of these requirements is to pass one of the co-defendants alleged responsibility for Rosneft. Rosneft will respond to these new claims of February 26, 2014.

The Company and its subsidiary participate in arbitral proceedings related to bankruptcy of OJSC Sakhaneftegaz and OJSC Lenaneftegaz for the recovery of certain loans and guarantees of
indemnity in the amount of RUB 1 billion, stated above account receivable was reserved in full.

During 2009-2012, the Federal Antimonopoly Service (“FAS Russia”) and its regional bodies claimed that the Company and some of its subsidiaries (associates) violated certain antimonopoly
regulations in relation to petroleum products trading and passed respective decisions on administrative liability. As of December 31, 2013, the total amount of administrative fines levied by FAS Russia
and its regional bodies against Rosneft and its subsidiaries is immaterial.

On March 7, 2011, Norex Petroleum Limited (“Norex”) filed a lawsuit against OJSC Tyumen Oil Company (“TNK”), a predecessor of OJCS TNK-BP Holding, subsequently renamed to OJSC RN
Holding, and certain other defendants in the amount of US$ 1.5 billion claiming the recovery of damages and compensation of moral damage caused by allegedly illegal takeover of the shares of
LLC Corporation Yugraneft owned by Norex. The lawsuit was accepted by the Supreme Court of New York State (first instance court). On September 17, 2012, the Court dismissed Norex’s action
holding that it was time-barred. Norex filed an appeal against this judgment.

On April 25, 2013, the New York Appeal department confirmed that the dismissal of Norex’s claim was justified. On May 28, 2013, Norex filed a motion for leave to appeal the decision affirming
the lower court’s dismissal of Norex’s complaint to the New York Court of Appeals.

On September 12, 2013, New York Court of Appeals accepted Norex’s claim. The hearing is expected in the first quarter of 2014, the judgment is expected to be delivered in the second quarter
of 2014.

In 2013, several individuals, non-controlling shareholders of OJSC RN Holding, filed a number of lawsuits against the Company, claiming the right to get an offer from the Company to acquire
the shares of OJSC RN Holding at the price the shares were measured in the course of TNK-BP acquisition by the Company. On October 25, 2013 Moscow Arbitrazh Court dismissed these claims.
These decisions were upheld by the Court of Appeals on January 15 and 20, 2014.

The amount and timing of any outflow related to the above claims cannot be estimated reliably.

Rosneft and its subsidiaries are involved in other litigations which arise from time to time in the course of their business activities. Management believes that the ultimate result of those litigations
will not materially affect the performance or financial position of the Company.

From September 2013, Rosprirodnadzor performed inspections of Rosneft and issued the report upon results of these inspections. As of the date of these consolidated financial statements
administrative procedures have not been completed. The final outcome of the review will be announced after the completion by the inspection bodies of all procedures. The Company does not
expect results of the examinations to have a material impact on the Company’s financial position or results of operations.

Taxation

Legislation and regulations regarding taxation in Russia continue to evolve. Various legislative acts and regulations are not always clearly written and their interpretation is subject to the opinions
of the local, regional and national tax authorities. Instances of inconsistent opinions are not unusual.
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The current regime of penalties and interest related to reported and discovered violations of Russia’s laws, decrees and related regulations is severe. Interest and penalties are levied when an
understatement of a tax liability is discovered. As a result, the amounts of penalties and interest can be significant in relation to the amounts of unreported taxes.

In Russia tax returns remain open and subject to inspection for a period of up to three years. The fact that a year has been reviewed does not close that year, or any tax return applicable to
that year, from further review during the three-year period.

Effective January 1, 2012, the market price defining rules were changed and the list of entities that could be recognized as interdependent entities and list of managed deals were expanded. Due
to the absence of law enforcement precedents based on the new rules and certain contradictions in the provisions of the new law, such rules cannot be considered clear and precise. To eliminate
influence of the significant risks associated with transfer pricing to the consolidated financial statements, the Company developed methods of pricing for all types of controlled transactions, a standard
on preparation of reporting documentation, also the Company systematically researches databases to determine the market price level (ROI) of the controlled transactions.

In July 2013 the Company and Federal Tax Service signed the Pricing agreement in respect of taxation of oil sales transactions in Russia executed by the acquired TNK-BP companies starting
from 2012.

In December 2012, the Company and Federal Tax Agency signed the Pricing Agreement for the purpose of taxation of oil sales transactions at the Russian market. Five Company subsidiaries
also acted as the Parties to the Agreement. The document establishes the principles and methods of pricing in the aforementioned transactions. The Agreement was signed as part of the new order
of fiscal control over the pricing of related party transactions to match the market parameters.

According to additions to part one of the Tax code of the Russian Federation, brought by the Federal law of the Russian Federation from November 16, 2011 No. 321-FZ, the Company created
the Consolidated group of taxpayers which included 22 of subsidiaries of the Company, including Rosneft. Rosneft became a responsible taxpayer of the group.

From January 1, 2014 under the terms of the agreement, the number of members of the consolidated group of taxpayers is increased to 58. The Company management believes that creation
of the consolidated group of taxpayers does not lead to significant changes of tax burden of the Company for the purpose of these consolidated financial statements.

During the reporting period, the tax authorities continued examinations of Rosneft and its certain subsidiaries for 2009-2012 fiscal years. Rosneft and its subsidiaries dispute a number of claims
in pre-trial and trial appeal in federal tax service. The Company management does not expect results of the examinations to have a material impact on the Company’s consolidated balance sheet
or results of operations.

As of December 31, 2013, the amount of VAT receivable, that is potentially unrecoverable from the tax authorities is immaterial. The Company currently reimburses the current VAT in full in a
declarative manner.

Management believes that the above tax risks will not have any significant impact on the Company’s consolidated balance sheet or results of operations.

Overall, management believes that the Company has paid or accrued all taxes that are applicable. For taxes other than income tax, where uncertainty exists, the Company has accrued tax
liabilities based on management’s best estimate of the probable outflow of resources, which will be required to settle these liabilities. Potential liabilities which were identified by management at the
reporting date as those that can be subject to different interpretations of tax laws and regulations are not accrued in the consolidated financial statements.

Capital commitments

The Company and its subsidiaries are engaged in ongoing capital projects for exploration and development of production facilities and modernization of refineries and the distribution network.
The budgets for these projects are generally set on an annual basis.

The total amount contracted but not yet performed deliveries related to the construction and acquisition of property, plant and equipment amounted to RUB 328 billion and RUB 340 billion as
of December 31, 2013 and 2012, respectively.

Environmental issues

The Company periodically evaluates its environmental liabilities pursuant to environmental regulations. Such liabilities are recognized in the consolidated financial statements as identified.
Potential liabilities, which might arise as a result of changes in existing regulations or regulation of civil litigation or changes in environmental standards cannot be reliably estimated but may be
material. With the existing system of control, management believes that there are no material liabilities for environmental damage, other than those recorded in the consolidated financial statements.

Long-term contracts

On May 23, 2013 the Company entered into an agreement to create a joint venture to develop heavy oil reserves in Venezuela in the framework of the Carabobo-2 project with the Venezuelan
Corporacion Venezolana del Petroleo, a subsidiary of PDVSA.

According to the agreement, the Company will pay a bonus of $1.1 billion (RUB 34 billion at the CBR official exchange rate as of the date of transaction) for entering the project in two tranches
(40% and 60%) and provide a loan of $1.5 billion (RUB 47 billion at the CBR official exchange rate as of the date of transaction) to Corporacion Venezolana del Petroleo with the maximum yearly draw
down of $0.3 billion (RUB 9 billion at the CBR official exchange rate as of the date of transaction).

On November 14, 2013, Petrovictoria S.A., an entity for exploration of heavy crude oil in Venezuela in the framework of the Carabobo-2 project, was incorporated.

In June 2013 the Company entered into a crude oil supply agreement with PKN ORLEN S.A. to Czech Republic via Druzhba pipeline. The agreement provides a total amount of not more than
8.3 million tons of crude oil to be supplied at market prices during the period through June 30, 2016. In the third quarter of 2013 the Company started deliveries under the contract.

In June 2013 the Company and CNPC entered into long-term agreements for crude oil supplies to China for a period of 25 years. Price of each delivery will be determined by a formula based
on the quoted market prices during the delivery period. Crude oil supplies under these agreements started in July 2013.

In September 2013 the Company and OJSC Enel OGK-5 entered into an agreement on the long-term gas supplies to Enel OGK-5. As part of the agreement the Company will deliver gas during the
period from 2014 to 2025 to Konakovskaya, Sredneuralskaya and Nevinnomysskaya Power Stations of OGK-5. The agreement provides a total amount of approximately 51.4 billion cubic meters of gas.

In December 2013, Rosneft and American bank Morgan Stanley entered into an agreement to purchase Morgan Stanley unit engaged in trade, storage and transport of crude oil. The provisional
amount of agreement is the market value of the net assets of the acquired company plus purchase costs. Completion is scheduled for the second half of 2014.

42. EVENTS AFTER THE REPORTING PERIOD

In January 2014, the Company received prepayments on long-term oil supply contracts from a number of customers (Note 34).
43. SUPPLEMENTARY OIL AND GAS DISCLOSURE (UNAUDITED)

IFRS do not require that information on oil and gas reserves be disclosed. While this information was developed with reasonable care and disclosed in good faith, it is emphasized that the data
represents management’s best estimates. Accordingly, this information may not necessarily represent the current financial condition of the Company and its future financial results.

Company’s activities are conducted primarily in Russia, which is considered as one geographic area.

Presented below are capitalized costs relating to oil and gas production

Presented below are capitalized costs relating to oil and gas production

Consolidated subsidiaries and joint operations:

Oil and gas properties related to proved reserves 4926 2442 2151
Oil and gas properties related to proved reserves for resale 94 - -
Oil and gas properties related to unproved reserves for resale 50 - -
Oil and gas properties related to unproved reserves 196 19 15
Total capitalized costs 5266 2561 2266
Accumulated depreciation and depletion (941) (621) (452)
Net capitalized costs 4325 1940 1814

Presented below are costs incurred in the acquisition, exploration and development of oil and gas reserves

Consolidated subsidiaries and joint operations
For the years ended December 31:

Acquisition of properties - proved oil and gas reserves 2243 1 -

Acquisition of properties - unproved oil and gas reserves 128 5 7
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Exploration costs 24 27 13
Development costs 345 301 260
Total costs incurred 2740 334 280

Presented below are the results of operations relating to oil and gas production
For the years ended December 31:

Consolidated subsidiaries and joint operations:

Revenue 1909 1265 1149
Production costs (excluding production taxes) 204 84 70
Selling, general and administrative expenses 20 16 27
Exploration expense 17 23 13
Depreciation, depletion and amortization 329 167 164
Unwinding of discount 7 4 5
Taxes other than income tax 857 577 430
Income tax 62 77 65
Results of operations relating to oil and gas production 413 317 375

Reserve quantity information

For the purposes of evaluation of reserves as of December 31, 2013, 2012 and 2011 the Company used the oil and gas reserve information prepared by DeGolyer and MacNaughton, independent
reservoir engineers, prepared in accordance with United States Securities and Exchange Commission (SEC) definitions. Proved reserves are those estimated quantities of crude oil and gas which,
by analysis of geological and engineering data, demonstrate with reasonable certainty to be recoverable in the future from existing reservoirs under the existing economic and operating conditions.
In certain cases, recovery of such reserves may require considerable investments in wells and related equipment. Proved reserves also include additional oil and gas reserves that will be extracted
after the expiry date of license agreements or may be discovered as a result of secondary and tertiary extraction which have been successfully tested and checked for commercial benefit. Proved
developed reserves are the quantities of crude oil and gas expected to be recovered from existing wells using existing equipment and operating methods.

Proved undeveloped oil and gas reserves are reserves that are expected to be recovered from new wells on undrilled acreage, or from existing wells where a relatively major expenditure is
required for recompletion. Reserves on undrilled acreage are limited to those drilling units offsetting productive units that are reasonably certain of production when drilled. Proved reserves for other
undrilled units can be claimed only where it can be demonstrated with certainty that there is continuity of production from the existing productive formation. Under no circumstances are estimates
of proved undeveloped reserves attributable to any acreage for which an application of fluid injection or other improved recovery technique is contemplated, unless those techniques have been
proved effective by actual tests in the area and in the same reservoir. Due to inherent industry uncertainties and the limited nature of deposit data, estimates of reserves are subject to change as
additional information becomes available.

The Company management included in proved reserves those reserves which the Company intends to extract after the expiry of the current licenses. The licenses for the development and
production of hydrocarbons currently held by the Company generally expire between 2014 and 2053, and the licenses for the most important deposits expire between 2014 and 2053. In accordance
with the effective version of the law of the Russian Federation, On Subsurface Resources (the “Law”), licenses are currently granted for a production period determined on the basis of technological
and economic criteria applied to the development of a mineral deposit which guarantee rational use of subsurface resources and necessary environmental protection.

In accordance with the Law and upon gradual expiration of old licenses issued under the previous version of the Law, the Company extends its hydrocarbon production licenses for the whole
productive life of the fields. Extension of the licenses depends on compliance with the terms set forth in existing license agreements. As of the date of these consolidated financial statements, the
Company is generally in compliance with all the terms of the license agreements and intends to continue complying with such terms in the future.

The Company’s estimates of net proved oil and gas reserves and changes thereto for the years ended December 31, 2013, 2012 and 2011 are shown in the table below and expressed in million
barrels of oil equivalent (oil production data was recalculated from tons to barrels using a field specific in the range from 6.71to 8.87 barrels per ton, gas production data was recalculated from cubic
meters to barrels of oil equivalent (“boe”) using a ratio of 35.3/6 cubic meters per barrel).

Consolidated subsidiaries and joint operations
As of years ended December 31:

Beginning of year 17 392 16 995 14 613
Beginning of year —reserves of associated companies as of December 31, 2012 970 - -
Revisions of previous estimates (437) 1355 2196
Extensions and discoveries 1279 775 1092
Improved recovery 51 - -
Purchase of new reserves (Note 7) 13 063 1 -
Sale of reserves - (806) -
Production (1530) (928) (906)
End of year 30788 17 392 16 995
of which:
Proved reserves under PSA Sakhalin 1 76 87 95
Proved reserves of Tomskneft 613 619 643
Proved reserves of assets in Canada 5 1 -
Proved reserves of assets in Vietnam 27 - -
Proved developed reserves 17 570 1267 10 892
Minority interest in total proved reserves 161 18 109
Minority interest in proved developed reserves 123 86 7

Standardized measure of discounted future net cash flows and changes therein relating to proved oil and gas reserves

The standardized measure of discounted future net cash flows related to the above oil and gas reserves is calculated in accordance with the provisions set by U.S. Securities and Exchange
Commission (SEC). Estimated future cash inflows from oil, condensate and gas production are computed by applying the 12 month average prices (reference prices) calculated as unweighted arithmetic
average of the first-day-of-the-month price for each month within the 12 month period prior to the end of the reporting period, unless prices are defined by contractual arrangements, to year-end
quantities of estimated net proved reserves. Adjustment in this calculation for future price changes is limited to those required by contractual arrangements in existence at the end of each reporting
period. Future development and production costs are those estimated future expenditures necessary to develop and produce estimated proved reserves as of year-end based on current expenses
and costs and forecasts. In certain cases, future values, either higher or lower than current values, were used because of anticipated changes in operating conditions, but no general escalation that
might result from inflation was applied. Estimated future income taxes are calculated by applying appropriate year-end statutory tax rates. These rates reflect allowable deductions and tax credits
and are applied to estimated future net pre-tax cash flows, net of the tax bases of related assets.
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Discounted future net cash flows are calculated using a 10% p.a. discount factor. Discounting requires a year-by-year estimates of future expenditures to be incurred in the periods when the
reserves will be extracted.

The information provided in the table below does not represent management’s estimates of the Company’s expected future cash flows or of the value of its proved oil and gas reserves. Estimates
of proved reserves change over time as new information becomes available. Moreover, probable and possible reserves which may become proved in the future are excluded from the calculations.
The arbitrary valuation prescribed under provisions set by SEC requires assumptions as to the timing and the amount of future development and production costs. The calculations should not be
relied upon as an indication of the Company’s future cash flows or of the value of its oil and gas reserves.

Standardized measure of discounted future net cash flows
Consolidated subsidiaries and joint operations

Future cash inflows 38531 21970 19 444
Future development costs (2 995) (1169) (1018)
Future production costs (20 796) (11314) (10 255)
Future income tax expenses (2 250) (1553) (1332)
Future net cash flows 12 490 7934 6839
Discount for estimated timing of cash flows (7 461) (4 730) (4 018)
Discounted value of future cash flows as of the end of year 5029 3204 2821

Share of other (minority) shareholders in discounted value of future cash flows

Share of other (minority) shareholders in discounted value of future cash flows RUB bIn 25 29 32

Changes therein relating to proved oil and gas reserves
Consolidated subsidiaries and joint operations

Discounted value of future cash flows as of the beginning of year 3204 2821 2275
Discounted value of future cash flows as of the beginning of year ( associated companies) 12 - -
Sales and transfers of oil and gas produced, net of production costs and taxes other than income taxes (828) (588) (622)
Changes in price estimates, net (278) 260 341
Changes in future development costs 177) (18) 73
Development costs incurred during the period 345 301 260
Revisions of previous reserves estimates (71 151 223
Increase in reserves due to discoveries, less respective expenses 217 144 221
Net change in income taxes 83 30 (142)
Accretion of discount 332 282 228
Net changes due to purchases (sales) oil and gas fields 2083 (68) -
Effect of proportionate consolidation of OAO Tomskneft (16) 24 105
Other 23 (35) (141)
Discounted value of future cash flows as of the end of year 5029 3204 2821

Company’s share in costs, inventories and future cash flows of the joint ventures and associates:

Share in capitalized costs relating to oil and gas producing activities (total) RUB bIn 139 81 31
Share in results of operations for oil and gas producing activities (total) RUB bIn n 26 15
Share in estimated proved oil and gas reserves min boe 1920 1634 622
Share in estimated proved developed oil and gas reserves min boe 1305 909 399
Share in discounted value of future cash flows RUB bin 286 214 166
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INDUSTRY RISKS

Prices for crude oil, gas
and petroleum products

Prices for crude oil, gas and petroleum products are the main factor determining financial and, indirectly, operational indicators of Rosneft’s business. Prices for
Company outputs depend mainly on world market conditions, and the balance of supply and demand in various Russian regions. Ability of the Company to control
prices for its outputs is very limited.

Fall in prices for crude oil, gas or petroleum products has negative impact on the business results and financial position of Rosneft.

Decline of prices may lead to reduction in volumes of crude oil and gas, which the Company can produce profitably, and this may in turn lead to reduction in
the volume of reserves, which can be efficiently developed, and to lower economic efficiency of prospecting and exploration programs.

Rosneft has sufficient opportunities for reallocating goods flows in case of significant price difference between domestic and international markets. The
Company is also able to reduce capital and operating expenses quickly in order to meet its commitments in case of a sharp decline in prices for crude oil, gas and
petroleum products.

Dependence on
monopolistic providers
of services for the
transportation of crude
oil, gas and petroleum
products and on their
tariffs

Rosneft depends on monopolistic providers for transportation of oil and oil products, and has no control over the infrastructure which they use and the charges
which they levy.

OJSC Transneft, which is a state-owned natural monopoly, transports crude oil and petroleum products through the system of trunk pipelines. Rosneft has
not incurred any serious losses due to breakdown or leakages from the pipeline system throughout the period of cooperation. However, any serious disruption in
operation of the Transneft pipeline system or restriction on access to its capacities could prevent transportation of crude oil and petroleum products, with adverse
effect on Rosneft’s operating results and financial position.

Rosneft, as well as other Russian oil producing companies, has to pay for transportation services provided by Transneft. The level of tariffs charged by Transneft
for its transport services is regulated by the Federal Tariff Service. Failure to pay for transportation services may result in cancellation or suspension of Rosneft’s
access to the pipeline system with adverse effect on operating results and financial position of the Company. Transneft periodically raises the level of tariffs for use
of its pipeline system, increasing Rosneft’s expenses, and this has adverse effect on business results and financial position of the Company.

Similar risks attach to use of the pipeline system of OJSC Gazprom.

The Company also depends on transportation of crude oil and petroleum products by railway.

0OJSC Russian Railways (‘RZhD’) is a state-owned natural monopoly providing transportation services by railway. RZhD tariffs are subject to antimonopoly control,
they have been on a traditional rising trend. Further tariff increases lead to increase

of expenses for crude oil and petroleum product transportation, and may have adverse effect on the Company’s business results and financial position.

Geographical and
climate conditions

Rosneft operates in regions that have stable climates and are not generally subject to natural hazards and disasters. However, abnormally low temperatures
during the winter in a number of northern regions may complicate operations of the Company’s oil production enterprises.

It is possible that such occurrences as the recent flood, which affected many Russia’s Far East regions, would repeat in future. Rosneft is one of the natural
monopolists at the Russia’s Far East and its activities in flooded regions were aimed at creating the most favorable conditions for affected citizens and businesses
for economic revival. This work was designed along two major lines: first of all — protection of employees, security arrangement and protection of businesses infra-
structure from flood threat, and second — reliable, uninterrupted fuel supply to all consumers of the affected area. Komsomolsk Refinery — major Rosneft’s enterprise
at the Russia’s Far East — worked steadily and normally throughout the disaster.

Hold-ups in functioning of export terminals may be caused by climate conditions in the areas of their locations.

Rosneft dispatches a part of its crude oil export via Company-owned sea port terminals and terminals controlled by Transneft. Petroleum products are exported
via Company-owned sea port terminals in Tuapse (Krasnodar Territory) and Nakhodka (Primorsky Territory).

Exports via Black Sea terminals to Mediterranean ports may be restricted by throughput capacity of the Bosphorus Strait and by weather conditions (storm
winds) in the Black Sea during the autumn. Also, severe ice conditions may lead to closure of export terminals on the Baltic Sea and at De-Kastri (Khabarovsk Ter-
ritory) during the winter.

Any extended hold-ups in functioning of export terminals may have adverse effect on the Company’s operating results and financial position.

Ability to reallocate goods flows enables Rosneft to minimize a part of its logistics risks.

Sale of gas output

Rosneft is exposed to several risks in connection with sale of the gas it produces. The Unified Gas Supply System (‘UGSS’) is owned and operated by OJSC
Gazprom and transports practically all gas in Russia. Under existing regulations, Gazprom should provide access to UGSS for all internal independent suppliers on
an equal basis, since Gazprom itself does not fully use capacity of the system. However, these ‘equal access’ regulations may not operate. Moreover, by virtue of its
priority right to use of UGSS capacities,

0OJSC Gazprom has substantial freedom in assigning third-party access to the system.

Prices for gas sold by the company in Russia are regulated by the RF Government. Regulated prices are reflected in the price for gas, which Rosneft sells to
0JSC Gazprom or its subsidiaries. If rates of increase of regulated gas prices are lower than expected, this may

have adverse effect on business results and the financial position of the Company.

Further growth in gas output as well as increasing gas sales to independent regional traders and independent industrial

consumers will depend on sufficient access to UGSS capacities, which are not guaranteed at present.

The Company minimizes these risks by reaching agreements with Gazprom and by using conservative forecasts for gas price growth when taking decisions
on implementation of gas projects.

Factual amounts of
reserves

Crude oil and gas reserve data are only estimates and are inherently uncertain. The actual size of reserves may differ materially from these estimates.

Data on oil & gas reserves in the present report are estimative and are based mainly on the results of internal analytical work by the company DeGolyer&Mac-
Naughton, which is an independent consultant to Rosneft on petroleum engineering issues.

Petroleum engineering is a subjective process of estimating underground accumulations of crude oil and gas that cannot be measured in an exact manner.
Estimates of the value and amount of economically recoverable crude oil and gas reserves, rates of production, net present value of future cash flows and the timing
of development expenditures necessarily depend upon several variables and assumptions.

Many of the assumptions, which have been used in reserve estimation, do not depend on the Company and may turn out to be inaccurate over time. Estimate
of reserves and use of alternative systems of reserve calculation in accordance with the Russian system of reserve classification are inevitably subject to many
uncertainties. Accurate estimation of any reserves and resources depends on the quality of available information and interpretation of petroleum engineering and
geological data. Exploration drilling, interpretation of data, testing and production, which are carried out after the estimates are made, could require significant upward
or downward adjustment of data on Rosneft’s reserves and resources. Moreover, different reserve assessment specialists may give differing estimates of reserves
and of potential income from those reserves on the basis of the same data. Factual amounts of production, revenues and expenses associated with reserves and
resources, will differ from estimative figures, and these differences may be substantial.

There are also various uncertainties associated with the Russian system of reserve classification, which takes only geological factors into consideration and
does not consider financial viability of extracting reserves.

Exploration drilling is also associated with numerous risks, including the risk that oil & gas companies will not discover oil & gas reserves that are commercially
productive.

Rosneft carries out exploration work in various geographical regions, including territories with unfavorable climatic conditions and high levels of expenses.
Expenses for drilling, construction and operation of wells are often partially undefined. As a result, Rosneft may incur additional costs or be constrained to downsize,
suspend or cease drilling work due to a variety of factors, including: unforeseen geological conditions, encountered during drilling work; anomalous levels of formation
pressure (either high or low), heterogeneity in geological formations, equipment breakdowns and accidents, unfavorable weather, the need to observe environmental
law and prescriptions by Government agencies, and shortages or late delivery of drilling rigs and equipment.

If Rosneft is unable to carry out efficient exploration work or acquire assets, which contain confirmed reserves, the amount of its confirmed reserves will diminish
proportionally to production as those reserves are exhausted. Future production by the Company depends to a significant extent on successful discovery, acquisition
and development of oil & gas fields. If efforts by Rosneft do not prove successful, this will lead to reduction in the total amount of the Company’s confirmed reserves
and lowering of production volumes, which will have adverse effect on business results and the financial position of the Company.

Rosneft is a world leader by amounts of oil reserves and has an enormous resource base, which minimizes risks associated with decline of oil production due
to future revision of reserve amounts.

Competition risks

The oil & gas industry is intensely competitive. Rosneft competes mainly with other leading Russian oil & gas companies in the following areas of business:
- purchase of exploration and production licenses at auctions and sales held by Russian Government agencies;

« acquisition of other Russian companies, that may already own mineral licenses or existing assets associated with hydrocarbon production;

« engaging the services of leading independent service companies, whose capacity to render the required services may be limited;
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obtaining equipment for capital projects, which may be in short supply;

employment of highly skilled and experienced staff;

acquisition of existing retail enterprises and of land plots to develop new retail enterprises;
acquisition of, or gaining access to, oil refining facilities.

Rosneft is among industry leaders in Russia and globally, which substantially improves its competitive positions. The Company has a substantial portfolio of new

projects to maintain and strengthen its competitive positions in the future.

Rosneft may encounter risks arising from intensification of competition in sale of its production on domestic and external markets. The following steps are being

taken to minimize risks in sale of petroleum products on the domestic market in a context of intense competition:

- capacity loading of Company refineries is planned with due regard to market forecasts in order to avoid inventory build-up of certain petroleum products;

- the Company uses the Russia-wide structure of its oil refining and oil product wholesaling business and system of counterparties to best advantage in order
to quickly reallocate regional goods flows on the domestic market and to ensure rapid adjustment of volumes between the domestic market and export;

- upgrading work, which is being carried out at refineries, will increase refining depth, helping to meet growing demand for high-octane gasolines and petro-
leum products with low sulphur content;

- the Company is working continuously to develop its own network of filling stations and refueling complexes meeting the latest European standards, since
retail is the most stable segment for petroleum product sales on the domestic market, being less subject to sudden price fluctuations and falls in demand in
comparison with other segments. A system of payment for fuel sales at filling stations using electronic cards is widely used in order to attract more customers
(particularly corporate customers) and Rosneft stations can also serve cards of other providers.

Geographical diversity, which enables reallocation of crude oil and petroleum product deliveries from one region to another, is one of the most effective means
of managing competition risk on export markets. For example, opening of an export route via Arkhangelsk and Murmansk and arrangements for crude oil deliveries
by railway to China has created an opportunity for adjusting export flows by opening markets in the Far East, South-East Asia and the USA. This has been done by
reducing traditional export flows through Black and Baltic Sea ports and Transneft’s Druzhba pipeline, all of which are oriented to Europe.

COUNTRY AND REGIONAL RISKS

Country and region

FINANCIAL RISKS
Curency

Rosneft has operations in all Federal Districts of the Russian Federation. Development prospects for the Federal Districts are discussed in the Program for
Medium-term Socio-Economic Development of the Russian Federation. Risks of military conflicts, public disturbance, strikes and declaration of a state of emergency
in regions of Company operations are negligible.

The Company notes possible influence of risks related to international political environment on its activities.

The Company is also exposed to risks related to its international operations. These are countries with developing markets and are more prone to political,
economic, social and legal risks than countries with more developed markets. Overall, the risks related to carrying out business activities in these countries are com-
parable or higher than those related to business operations in Russia, including due to possible changes in international political environment. In order to minimize
its economic and financial risks Rosneft strives to diversify its types of business and the regions where it carries out investment projects, expanding the geography
of its business and the nature of its various projects.

In case of the occurrence of risks, associated with the political, economic and social situation in Russia as a whole or in specific regions, and risks associated
with fluctuations in the global economy, the Company will take whatever measures are possible to limit their negative impact. The parameters of such measures will
depend on the specifics of the situation, in each particular case.

The Company plans to carry out the following measures of a general nature to maintain its business in case of negative

impact due to country or regional changes:

« to take whatever measures are possible to support projects, which are already being developed with the Company’s support;

- to work closely with executive bodies of the Government of the Russian Federation, administrative regions of the Russian Federation and municipal gov-

ernment bodies;

« to optimize and limit expenses.

Changes in the country and its regions, the nature and frequency of such changes and related risks are hardly predictable, as well as their influence on future activ-
ities of the Company. In case of such changes that may negatively affect its activities, the Company would make every possible effort to minimize their negative impact.

Most of Rosneft’s gross revenue is generated from export of crude oil and petroleum products. Consequently, fluctuations in exchange rates of currencies
against the ruble have impact on the Company’s business results, subjecting the Company to currency risk.

The Company’s currency risk is substantially reduced by the existence of expenses that are denominated in foreign currency. Rosneft is a large borrower in the
international debt capital markets, and the bulk of its loans are denominated in US dollars. Current liabilities for servicing these loans are also denominated in dollars.

This currency structure of revenues and liabilities acts as an in-built hedging mechanism, where factors compensate one another by acting in opposite directions
and minimize the impact of currency risk on the Company’s business results.

Changes in interest
rates

As a major borrower, Rosneft is exposed to risks associated with changes in interest rates. The Company’s primary source of debt financing is international
debt capital markets. The majority of its debt portfolio is represented by US dollar-denominated loans that bear interest at rates determined with reference to LIBOR
and EURIBOR interbank loan rates. Accordingly, an increase in LIBOR/EURIBOR rates can lead to higher costs of debt servicing, which, in turn, may adversely affect
the Company’s solvency and liquidity.

To manage liquidity risks the Company primarily uses internal instruments and reserves for financial risks management, allowing the Company to guarantee
discharge of its obligations.

The Company has credit ratings of investment levels by leading international rating agencies: Moody'’s (Baal), Fitch (BBB-) and S&P (BBB).

Inflation

LEGAL RISKS

Regulatory authorities

inspections

Change in the consumer price index has some impact on the Company’s financial position. However, existing and forecast levels of inflation are far from critical
for the Company and the oil & gas industry as a whole. The Company is not taking any special measures to reduce this risk, viewing it as insignificant.

Rosneft was included into the plan of scheduled inspections of legal entities and individual entrepreneurs for 2013 by the Central Body of the Federal Service
for Supervision of Natural Resources (“Rosprirodnadzor”) in accordance with Order by Rosprirodnadzor No. 581 dated 3110.2012. The routine field inspection was
carried out from September 23 till December 16, 2013 based upon Order No. 564 dated 09.09.2013 as revised by Orders of Rosprirodnadzor No. 618 dated 08.10.2013
and No. 642 dated 23.10.2013.

The inspection checked compliance with legislation on geological survey, sustainable use and management of mineral resources, as well as with regulatory
requirements in the area of mineral resources and environment protection.

An act was drawn following the results of the inspection (16.12.2013).

As of 31.03.2014 administrative procedures following the results of the inspection were partially completed, including completion of administrative procedures
in the state geological supervision area. The inspection did not reveal grounds for early termination, suspension or limitation of exploration rights of the Company.

Directive were issued with regard to Rosneft to apply administrative sanctions in the form of fines. The total amount of fines would not materially affect operating
results or financial standing of the Company.

Administrative procedures in the state environmental control area have not yet been completed.

Changes to currency
regulation

Rosneft is heavily involved in foreign economic relations. Part of the Company’s assets and liabilities are denominated in foreign currency. So the Government
mechanism of currency regulation has impact on Company business.

Overall, Russian legislation governing currency regulation and currency control did not undergo substantial changes having impact on the business of Rosneft
during the reporting period.

Rosneft constantly monitors changes in currency legislation and strictly adheres to the provisions of legislation in the sphere of foreign currency.

Changes to tax
legislation

ROSNEFT

The most substantial changes to tax legislation in the reporting period are:

- amendment of procedure for pretrial tax settlements, i.e. a taxpayer is obliged at a pre-trial stage to contest all non-regulatory acts of tax bodies, their actions
(failure to act); a term for preparing an appeal petition to the higher tax authority is extended; process of reviewing an appeal in a higher tax authority is
described in more detail; commencement date of a time limit for a taxpayer for having recourse to the court is clarified, etc.;
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inclusion of provisions differentiating MET tax rate depending on reservoir permeability coefficient, field depletion degree and the size of oil reservoir. In
particular, decreasing coefficients of the MET rate for oil production at subsoil areas containing hard-to-recover oil reserves are determined;

establishing a new procedure for calculation of property tax with regard to business centers, shopping centers, office buildings, consumer services facilities,
as well as property facilities of foreign organizations, which do not work in Russia through permanent representative offices. For such property items the tax
base is determined as cadastral value of property units;

extension for 2014 of validity of para. 3 p. 1.1 Art. 269 of the Tax Code of the RF, providing for a possibility to incorporate the interest amount on debts, which
is equal to the interest rate established by agreement of the parties, but not exceeding the refinancing rate of the Bank of Russia multiplied by 1.8, while
executing a debt instrument in rubles, and equal to product of the refinancing rate of the Bank of Russia and coefficient 0.8, while executing a debt instrument
in foreign currency;

indexation of excise rates for automotive gasoline, diesel fuel, straight-run gasoline and engine oils for gasoline and (or) carburettor (injection) engines for
the period 2013-2014, setting of new excise rates for 2015, and additions to the list of goods that are subject to excises;

indexation of rates of mineral extraction tax for natural gas and gas condensate in 2013-2015;

exemption from property tax for movable property of organizations, which was recorded in accounts from 01.01.2013;

cancellation of preferences in taxation of the property of organizations and setting of maximum tax rates with respect to railways in public use, trunk pipelines,
electricity transmission cables, and structures, which are an integral functioning part of these facilities.

Tax legislation is a particularly changeable branch of law, where legal statutes are subject to frequent amendments, additions and clarifications. In order to
reduce risks associated with changes in tax law the Company carries out careful analysis of law drafts and newly passed legal acts in the field of taxation. Rosneft
constantly monitors changes to tax legislation and assesses and forecasts the impact of such changes on its business, so that likelihood of risks arising in connection
with amendments to legislation on tax and duties that have come into force is not high.

Changes to rules for
customs control and
duties

Rosneft is involved in foreign economic relations, and is therefore subject to several risks that arise from changes to legislation governing foreign economic
relations, and to customs legislation governing procedures for transportation of goods across the customs border, the establishment and application of customs
regimes, and the setting, introduction and levying of customs charges.

Customs regulation is carried out in accordance with international agreements of the Russian Federation in the area of customs issues, with the provisions of the
Customs Code of the Customs Union, the Federal Law on Customs Regulation, the decision of the Eurasian Economic Commission, the Federal Law on the Customs
Tariff and other federal laws and legal acts adopted in accordance with such laws in the sphere of Government regulation of foreign trade.

In accordance with Federal Law N° 239-FZ dated 03.12.2012 on Amendments to the Russian Federation Law on Customs Tariff the procedure for the setting of
export duties on crude oil and certain categories of goods obtained from crude oil was changed on 01.04.2013.

Under the new procedure the Government defines a formula for the calculation of export duties, taking account of the average price of Urals crude, and an
authorized Government body calculates the duty rates, and the rates are recalculated each month and made known to participants in international trade operations
through official sources. Executive Order of the Government of the Russian Federation No. 155 dated 26.02.2013 the Ministry of Economic Development and Trade
has been appointed as such authorized body.

The law, with regards to export customs duties, sets maximum levels of the calculated export duty rates depending on prices for crude oil on international
markets. Special formulas are established by the Russian Government for calculating export duty rates on high-viscosity crude oil and crude oil with particular
physical and chemical features.

No special discounted rates for crude oil of Vankor and VCNG fields were established in the reporting period.

Monitoring of customs legislation during the reporting period did not reveal material developments or amendments influencing Rosneft’s activities, so that
likelihood of risks arising in connection with amendments to customs legislation is insignificant.

Changes to antimonop-
oly legislation

Rosneft has significant shares of wholesale markets in the Russian Federation for motor gasoline, diesel fuel, jet fuel and fuel oil, so Company business in this
sphere is subject to additional requirements designed to protect competition, entailing risks associated with changes to antimonopoly legislation. Antimonopoly
regulation is carried out in accordance with Russian federal laws and legal acts associated with these laws.

Joint Order of the FAS of Russia and the Ministry of Energy of the Russian Federation on Approval of Minimum Quantities of Petroleum Products to be Sold at
Exchange and Requirements to Exchange Trading for Deals with Petroleum Products by Entities with Dominant Positions on the Relevant Goods Markets (“Order”)
came into force on 16.07.2013. Since enforcement of the Order the Company, to create intrinsic exchange indicators, which will be recognized as market regulators
by the regulator, shall monthly sell through the exchange no less than determined minimal volumes of petroleum products established by the Order, and at the same
time comply with other requirements to exchange trading established by the Order. The Company complies with these demands.

Besides, certain constrains to the Company’s activity were imposed by Improvement Notice of the FAS of Russia dated 29.12.2012, issued following coordination
of acquisition of TNK-BP Limited and its subsidiary TNK Industrial Holdings Limited. These constrains primarily refer to the requirement to agree with the FAS of Russia
the Procedure for selling and pricing petroleum products on the domestic market, as well as requirements to sell some of the filling stations in several regions, where
the Company’s dominant position would be enhanced due to THK-BP integration.

Rosneft constantly monitors both amendments to existing legislation and law drafts, which are in preparation, assessing the nature of any amendments and
taking them into account in its business in order to minimize risks arising from changes in antimonopoly requirements. The Company takes all necessary measures
in its business while selling petroleum products on the domestic market to minimize the risks indicated above, constantly monitoring market price levels and making
full use of market instruments when carrying out sales of petroleum products, and also implementing other recommendations of antimonopoly bodies which are
intended to ensure that petroleum product pricing is economically justified.

Legal regulation
of sub-soil use

Onshore and continental shelf sub-soil use legislation is a key component of legal regulation of Rosneft’s core business activities, wherefore the Company
monitors amendments to current industry-specific legislation and takes account of them in its business.
During the reporting period regulatory control of onshore sub-soil usage was amended as follows:
- anew procedure for organizing and conducting competitions and auctions for usage rights at sub-soil areas of federal status gas been determined. Specifically,
it has been established that tendering for usage rights at areas with federal status must be carried out through an auction process only (amendments to Law
of the Russian Federation No. 2395-| dated 21.02.1992 “Sub-soil Law”).

These amendments have essentially legalized established practices of an auction form for granting the use of sub-soil areas of federal status, as competitions

organized by government bodies for hydrocarbon fields have very rarely been held using a tendering format.

- economics pertaining to legal arrangements of sub-soil use have been worked out in detail, in particular, an amount of one-time payment for the use of
sub-soil resources payable by a sub-soil user, that had gained the right to use a sub-soil area outside of a competition or an auction has been specified (RF
Government Decree No. 646 dated 30.07.2013); the procedure and formula for calculation of the extent of damage caused to sub-soil resources due to breach
of industry legislation has been determined (RF Government Decree No. 564 dated 04.07.2013).

Within the frameworks of Russian continental shelf sub-soil use legislation:
« notions of “artificial islands”, “installations, structures” have been determined;
- subjects that have the right to construct artificial islands, installations and structures have been formalized;
« requirements to a prevention of emergency situations (“ES”) plan, envisaging actions aimed at prevention of and response to oil and petroleum products
spills in marine environment have been specified.
These amendments are aimed at enhancement of legal regulation of activities in the Russian continental shelf, further progress in the industry-specific legislations
is expected through development of bylaws, providing specifics of the relevant norms.

Legislation regarding
land use and urban
construction

Adherence to legislation regarding land use and urban construction if one of Rosneft’s priorities, as land is a key object in Company’s activities.

In 2013 there were no amendments to the land or urban construction legislation that have or might have material influence on the Company’s activities.

However some amendments of the industry-specific legislation of “technical” nature will be taken into account by the Company in its current activities in
relevant spheres, such as:

- obtaining approvals for facilities commissioning.

In accordance with RF Government Decree dated 01.03.2013, the documents submitted under part 4, Art. 55 of the Urban Construction Code of the Russian
Federation in order to get an approval for commissioning a capital facility, shall include technical design prepared in electronic form.

- registering agreements and other deals.
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In particular, starting from October 1, 2013 a procedure for State registration of agreements and other deals in electronic form was introduced, as well as a
possibility for forwarding various notifications in electronic form. The State registration of accrual and transfer of property rights is certified, at right holder’s option,
either by the State Registration Certificate or by an excerpt from the Single State Register of Property Rights and Transactions Therewith. A paper form is required
by law for the Certificate only.

Health, safety and
environment

A large number of facilities used by Rosneft in its business fall within hazardous category. In order to eliminate risks of industrial nature in Company’s activities,
as well as minimize environmental impact, Rosneft adheres to provisions of legislation related to control of operation of hazardous production facilities.

During the reporting period as a part of setting up an effective system of hazardous production facilities management:

- classification of hazardous production facilities (“HPF”), with consideration of the degree of risk of accidents and scale of potential impact, was introduced.

Hazard class shall be assigned to a HPF in the process of its registration in the State Register of HPFs;

« binding justification of HPFs safety was introduced, regulatory declaration of industrial safety is limited to HPFs of hazard class | and II.

- with regard to HPFs of hazard class |, a constant state monitoring mode was established, envisaging a possibility for permanent presence of representatives
of the state oversight authorities at the high-risk facilities and conducting controlling actions on safety conditions monitoring and compliance with safety
program activities.

Scheduled inspections of organizations and individual entrepreneurs operating HPFs of hazard class | and Il shall be conducted not more frequently than once

a year, and of hazard class lll - not more frequently than once every three years. Scheduled inspections of HPFs of hazard class IV are not envisaged.

- temporary practice for maintaining the State Register of HPFs, as it is necessary to carry out re-registration of HPFs and assign relevant hazard class before
January 1, 2014.

In elaboration of measures aimed at establishing an efficient system of hazardous production facilities management, a new procedure for licensing explosive,

flammable and chemically hazardous production facilities was established.

A license is required to use facilities of hazard class I, Il and IIl; facilities of hazard class IV do not need licensing. A specific list of works requiring permit was
provided. Licensing requirements were amended.

It should be noted that licenses for use of explosive and flammable production facilities and licenses for use of chemically hazardous production facilities, issued
before 01.07.2013, in accordance with p. 5 Art. 10 of Federal Law No.22-FZ dated 04.03.2013, are valid after enforcement of this Federal Law and give the licensee the
right to use explosive, flammable and chemically hazardous production facilities of hazard class |, Il and Il according to the list of works specified in these licenses.

In the light of the above, the Company or its Group Companies do not need reissuing of earlier licenses, and the risks related to lack of licenses to use explosive,
flammable and chemically hazardous production facilities of hazard class |, Il and Ill are minimal.

Current court cases in
which the Company is
involved

ROSNEFT

Rosneft has previously participated or is currently participating in the following court cases, which may have substantial

impact on the Company’s financial results:

1) In 2006 the International Commercial Arbitrage Court of the Russian Chamber of Commerce upheld claims by Yukos Capital S.a.r.l. for recovery of debt from
0OJSC Yuganskneftegaz (the legal predecessor of Rosneft Oil Company) under four loan agreements: RUB 11,233.0 min loan principal, RUB 1,702.9 min accrued inter-
est and USD 0.9 min arbitrage fees and court costs (‘Arbitrage Verdicts’). Yukos Capital S.a.r.l. made an application to the Court of Amsterdam (Netherlands) for the
Arbitrage Verdicts to be upheld and implemented in the Netherlands. In May 2007 Rosneft successfully contested the Arbitrage Verdicts in the Moscow Arbitrage
Court based on procedural violations in the earlier court case. This decision was upheld by appeal and supervisory courts in the Russian Federation. On 28.02.2008
the Amsterdam Court refused to uphold the Arbitrage Verdicts and order their execution in the Netherlands. On 28.04.2009 the Amsterdam Appeal Court overturned
the ruling of the Amsterdam Court and ordered that the Arbitrage Verdicts should be executed in the Netherlands. The Supreme Court of the Netherlands ruled on
25.06.2010 that an appeal by the Company against the ruling of the Amsterdam Appeal Court of 28.04.2009 should not be heard.

In addition to the legal case in the Netherlands, Yukos Capital S.a.r.l. made a further claim in 2009 and at the beginning of 2010 for the Arbitrage Verdicts to be
upheld and implemented in the USA, in England and Wales, Ireland, and Jersey, and also for awarding interest on the amounts referred to in the Arbitrage Verdicts.
In accordance with a court order by the English court on 06.04.2010, the Company agreed to provide security agreed by the parties for purposes of the courts cases
in England and the Netherlands, and the court cases in the USA, Ireland, and Jersey were terminated.

As stated above, on 28.06.2010 the Supreme Court of the Netherlands ruled that the appeal by the Company against the verdict of the Amsterdam Appeal
Court dated April 28, 2010 should not be heard. Although Rosneft disagrees with the rulings of the aforementioned Dutch courts, on 11.08.2010 it made a payment
equivalent to the amounts indicated in the Arbitrage Verdicts.

Apart from the above-mentioned payments, Yukos Capital S.a.r.l. is maintaining its application to the High Court of Justice in London for payment of interest,
calculated by reference to legal statutes, amounting to USD 160 min at the time when the application was made. On 14.06.2011 the London High Court delivered a
provisional verdict on two preliminary matters, which it had agreed to consider before delivering a verdict on the substance of the claim. Although the Court found
in favour of Yukos Capital S.a.r.l. in both instances, it allowed Rosneft to appeal against the decisions. On July 27, 2012 the English Appeal Court delivered a verdict
in favour of Rosneft on one of the two preliminary matters. Neither of the sides sought any further appeal. After the case was returned to the High Court, the Court
delivered a procedural verdict on 27.02.2013 calling for hearings on further preliminary matters of the competence of the Court to enact cancelled verdicts of the
International Commercial Arbitrage Court in accordance with the standards of English common law and to decide whether Yukos Capital S.a.r.l. in principle has the
right to seek payment of interest on sums awarded by the International Commercial Arbitrage Court in English courts. The High Court has set dates for hearings on the
further preliminary matters — from 13 till 15 May, 2014. The Company intends to make every effort to defend its position in the remaining court proceedings in England.

2) In 2007 CJSC Vesta Investment Company, which is a shareholder of Rosneft, brought a claim in the Moscow Arbitrage Court for four loan agreements be-
tween the company Yukos Capital S.a.r.l. as lender and OJSC Yuganskneftegaz as borrower to be declared void (fictitious). Total amount of the borrowing under the
terms of the disputed agreements is RUB 11.2 bin. Rosneft, as the legal successor of OJSC Yuganskneftegaz, is participating in the proceedings as co-defendant. On
11.07.2012 the Moscow Arbitrage Court ruled the loans to be invalid. On 15.10.2012 the Ninth

Arbitrage Appeal Court ruled that the verdict of the first-level court should be left unchanged. The ruling of the Moscow District Federal Arbitrage Court dated
14.03.13 the abovementioned court acts are left unchanged. On 31.07.13 the Supreme Arbitrage Court of the RF dismissed a request by Yukos Capital S.a.r.l. for review
of the above decisions by way of judicial supervision.

3) In 2007 the company Glendale Group Ltd. presented a claim against Rosneft to the Court in Amsterdam (the Netherlands) for RUB 3.53 bin of debt principal,
interest on promissory notes (18% annualized), interest and late payment charges, justifying the application by the existence of a RUB 3.53 bin debt on eight promis-
sory notes issued by OJSC Yuganskneftegaz in 2003. Rosneft contests legality of the declared claims on various grounds. On 29.05.13 the Amsterdam District Court
delivered the verdict dismissing the claim of Glendale Group Ltd. in respect of 2 out of 8 promissory notes, being subject of the dispute, and supported requirements
of Glendale Group Ltd. regarding remaining 6 promissory notes, ordering Rosneft to pay Glendale Group Ltd. an amount of RUB 3.53 bin plus interest and late payment
charges. The court allowed Rosneft to transfer the adjudicated debt on an escrow account while awaiting a decision on the appeal.

On 27.08.13 Rosneft filed a notice on appeal for court decision of 29.05.13. Full justification of the appeal was filed by Rosneft on 25.03.14. Determination of
hearings procedure in the appeal court is forthcoming.

4) The company Yukos International UK BV has initiated court proceedings against Rosneft and other co-defendants not affiliated with Rosneft in the Amsterdam
District Court, demanding the compensation of losses amounting to USD 333 miIn as well as interest accrued as established by law since February 7, 2011, together
with costs. In these proceedings Yukos International UK BV is claiming damages, which were allegedly caused by delivery by the Amsterdam Court in 2007 of an
order for the arrest of a bank account, which, as Yukos International UK BV claims, limited its ability to invest certain amounts at its discretion. The first court hearings
on this matter were held on June 27, 2012. On October 3, 2012 Rosneft filed an objection to the claim. Yukos International UK BV submitted an application in response
to the objection on February 20, 2013. Hearings took place on 09.01.2014 and in the process of the hearings Yukos International UK BV was allowed to amend its
claims. As a result Yukos International UK BV presented claims to Rosneft on the grounds of collective responsibility as well, and the aim of such amendment is
to impose responsibility of one of the defendants to Rosneft. The Company has presented reply to modified claims on 26.02.2014. Court decision is forthcoming.

5) Individuals - shareholders of RN Holding filed claims against Rosneft, the third party is RN Holding, to oblige Rosneft to send to shareholders of RN Hold-
ing — owners of other shares of respective categories (types) and owners of issuance securities convertible into such shares - a public offer for acquisition of such
securities from them according to the procedure established by the Russian legislation. On 25.10.2013 the Moscow Arbitrage Court dismissed these actions and
these decisions were upheld by an appeal court.

Rosneft is also involved in a number of other courts cases, which arise in the course of its ordinary business and do not entail substantial financial risk for the
Company.

Rosneft regularly monitors verdicts delivered by higher courts and assesses trends in the interpretation of laws at the level of regional arbitrage courts, making
full use of its monitoring data both for the purposes of defending its rights and lawful interests in court and for regulation of issues that arise in the course of Company
business. Risks associated with changes in court practice are therefore believed to be insigni