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“Rosneft” and the “Company” mean Rosneft Oil Company PJSC
either separately or together with its subsidiaries and affil-
iates, as the context may require. This report contains
forward-looking statements that are subject to risks

and uncertainties. The actual Rosneft results may differ mate-
rially from the information contained in the forward-looking
statements due to a number of factors. To convert tonnes

to barrels, a factor of 7.404 is used. To convert 1,000 cubic
metres of gas to barrels of oil equivalent, an average factor

of 6.09 is used. To convert Rospan’s gas condensate to barrels
of oil equivalent, a factor of 8.3 is used.

ANNUAL REPORT CONTAINING
INTEGRATED REPORTING ELEMENTS

Rosneft's Annual Report for 2018 contains elements of integrated
reporting as defined in the International Integrated Reporting
Standard published by the International Integrated Reporting
Council (IIRC).

It aims to present the Company’s financial and non-financial
results and achievements in sustainable development, high-
lighting the existing links between the competitive environment,
the Company's Strategy, business model, risk management,

and a clearly defined corporate governance structure.

Since 2017, Rosneft has been participating in the work

of The IIRC Business Network, the goal of which is to develop

the integrated reporting practice basics and to undertake other
activities aimed at the effective implementation and development
of the International Integrated Reporting System.

The Annual Report was approved by the General Shareholders
Meeting on June 02, 2020 (unnumbered Minutes).
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Message from the Chairman of Rosneft’s
Board of Directors

As the Chairman of the Board of Directors,
| think it is extremely important that the
Company is taking consistent steps to un-
lock its potential, placing a special em-
phasis on innovations and environmental

protection.

Gerhard Schroeder

Chairman of the Board of Directors

Dear shareholders and
investors,

Every year, we see businesses pay in-
creasing attention to environmental,
social and governance factors, which
have also become a key focus area for
the investment community. | can say
with certainty that 2019 was a break-
through year for Rosneft when it comes
to sustainable development. As the

Chairman of the Board of Directors, I am
convinced that it is extremely impor-
tant for the Company to take consistent
steps unlocking its potential, placing a
special emphasis on innovations and en-
vironmental protection.

Rosneft has joined the UN Global
Compact, an initiative that encourages
businesses to become more socially
responsible. Moreover, we annually

release a public statement regarding the
Company's contribution towards achiev-
ing the 17 UN Sustainable Development
Goals.

In line with our development strategy,
we aim to become one of the greenest
companies by 2022 and rank in the first
quartile among global peers in terms of
unit GHG emissions. We have already
delivered some tangible results. In 2019,

we cut fugitive methane emissions by
more than 70%. Importantly, this is not
a one-off reduction, but a sustainable
trend. We have been keeping up the
momentum for the last few years, which
makes us one of the industry's leaders in
minimising the GHG footprint.

Another milestone for both the industry
and the global community was our sign-
ing of the guidelines for reducing meth-
ane emissions across the natural gas
supply chain in June 2019. Together with
other industry majors supporting this in-
itiative, we will be able to cut these emis-
sions generated by production assets.

Our green investments totalled

RUB 35 bIn in 2019 and approximately
RUB 240 bln over the past five years,
with another RUB 200 bin slated to be
spent in the coming years as part of our
ongoing efforts in this area.

We are encouraged to see our achieve-
ments in sustainable development rec-
ognised by the public as well as by rating
agencies. In 2019, we joined the ranks
of industry leaders in the major inter-
national sustainability ratings. Rosneft
was included in the FTSE4Good Index
and became the best Russian oil and gas
company in the global CDP Climate and
Water ratings, while also winning praise
from Bloomberg and Refinitiv for the
transparency of its disclosures.

Another driver of Rosneft's investment
appeal is its dividend policy, which
provides for at least 50% of its net in-
come to be distributed twice a year

as dividends. In 2019, the Company
paid record high interim dividends of
RUB 162.5 bIn. Today, we offer our
shareholders one of the best returns in
the Russian oil and gas industry. Our ex-
cellent performance in 2019 will enable
us to further increase the size of final
dividends.

We are successfully growing our interna-
tional business, too. The reporting year
saw us start direct sales of petroleum
products in Germany, which marks an
important stage in our history. At pres-
ent, we make shipments from refineries
where the Company is a shareholder to
more than 500 customers in Germany,
Poland, Czech Republic, Switzerland,
Austria and France. But our ambitions go
beyond that. Going forward, we plan to
expand our sales geography, including
by benefiting from a deal to increase our
stake in Bayernoil Raffineriegesellschaft
to 28.57%. Rosneft remains the third
largest oil refining company in Germany,
with the total crude oil processing vol-
umes amounting to 12.8 mmtpa.

The development of Zohr, a natural gas
field in the Mediterranean Sea offshore
Egypt where Rosneft holds a 30% stake,
is advancing ahead of schedule. Put

on stream as early as in 2017, the field
produced 23.4 bcm of gas in 2019. Our

participation in this unique project run
jointly with global majors strengthens
our position as a cutting-edge high-
tech company, while also enabling us
to build up our offshore development
competencies.

That said, we are not going to stay

put and will continue moving forward.
Therefore, | am confident that in 2020
all our business lines will continue grow-
ing fast.
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Message from Rosneft’s Chief

Executive Officer, Chairman

of the Management Board

Dear shareholders and
investors,

2019 has been a successful year for the
Company. We consistently worked to
implement the Rosneft-2022 Strategy
approved by the Board of Directors and
delivered strong results across a vari-
ety of business lines, which helped us
cement our leadership in the energy
market.

Notwithstanding the existing OPEC+
arrangement and limitations on oil in-
take by Transneft's trunk pipelines,

2019 has been a successful year for the
Company. We kept working consistently
towards our 2022 strategic goals ap-
proved by the Board of Directors

Igor Sechin

Chairman of the Management Board and
Chief Executive Officer

we managed to maintain hydrocar-

bon production at a record high of
285.3 mmtoe, with the average daily out-
put standing at 5.8 mmboe.

These strong results were due to the
launch of greenfield projects, sustained
production at brownfields and the use of
cutting-edge technologies. At Bashneft's
llishevskoye field, we piloted Digital

Field, the industry's unique information
system covering all key oil production
and logistics processes. This project is
expected to have an annual economic

impact of some RUB 1 bln on Bashneft
alone, and will be further rolled out to
other assets.

In the reporting year, we also carried

on with the cluster development of our
fields. In June, we put on stream the
Zapadno-Erginskoye field (Erginsky clus-
ter) and started infrastructure develop-
ment and preparations for commercial
production at the Severo-Danilovskoye
oil and gas condensate field, the first of
four fields in the Danilovsky cluster.

Another important milestone was the
start of developing a new oil and gas
province on the Taimyr Peninsular in
Northern Russia, as part of the Vostok-
Oil project. Its reserve base amounts
to nearly 5 bt of crude oil. The key ad-
vantage of this project, which we plan
to develop together with partners, is its
close proximity to the unique Northern
Sea Route. This will enable us to sup-
ply crude oil to both Europe and Asia,
while also increasing cargo flow along
the Northern Sea Route in line with the
instructions of the Russian President.
Going forward, we plan to create a new
word-class cluster unmatched anywhere
else.

In 2019, oil refining volumes amounted
to 110 mmt, with more than 10 mmt at-
tributable to the Company's foreign re-
fineries. These volumes were sufficient
to meet the domestic demand and hon-
our our commitments with respect to
stable and secure supply of petroleum
products. Wholesale shipments of motor
fuels grew almost 4% year-on-year, com-
ing close to 30 mmt. On the exchange,
we sold 2.3 times more motor gaso-

line and twice as much diesel fuel as re-
quired by the Government. Domestic
retail sales of motor fuels went up 6%
compared to 2018.

On a separate note, we started produc-
ing the first hydrotreating catalysts ca-
pable of fully replacing similar foreign
products to reduce the dependence

of the Russian refining industry on im-
ported technologies. Industrial tests on
the first batch of these catalysts proved
to be a success.

Our Rosneft-2022 Strategy efforts have
already yielded tangible results, which
is best illustrated by stronger financials,
in particular net income and dividends.
In 2019, our net income attributable

to shareholders increased by 29% to
RUB 708 bIn. Our revenue went up by
5.3% to a record high of RUB 8.7 trin,
while operating profit before deprecia-
tion and amortisation grew by 1.2% to

RUB 2.1 trIn. In 2019 our free cash flow
amounted to RUR 884 bn, remaining

in the positive territory for nearly eight
years running.

These achievements gave a boost to our
market capitalisation, which increased
by 17% in 2019 and by over 44% since
the launch of the Strategy. This proves
that we are on the right path.

We confirmed our role as Russia's larg-
est taxpayer and a systemically impor-
tant company, with contributions to
the national budget coming close to
RUB 3.6 trin over the year.

Maximising shareholder returns is a key
priority for the Company’s management.
For the full year, our dividends reached
an all-time high of roughly RUB 283 bin
(up 25% year-on-year), with nearly

RUB 141 blIn attributable to the Russian
Government.

We are successfully developing our trad-
ing business. In 2019, we opened an
office in Singapore to trade in oil and
petroleum products. The new division
has already delivered impressive results,
with feedstock supplies to Asian coun-
tries in 2019 reaching 79.7 mmt. We

are strengthening our efforts in the tra-
ditional sales markets, too. In 2019, we
signed contracts to supply up to 12 mmt
and 15.1 mmt of oil to Poland and the
Czech Republic, respectively.

In the past 20 years Rosneft became
one of the global energy leaders and the
largest publicly-traded company in the
world by production and reserves vol-
umes. Our employees received awards
from the Government for their outstand-
ing achievements and contribution to
the national economy. | am confident
that this high-level recognition will help
us strengthen our position both in the
Russian and international markets.
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Assets
and Regions
of Operation
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Mission and values

Our mission is to unlock energy potential through the
development of projects in Russia and abroad, ensure
energy security, and promote the sustainable use of
natural resources

Business principles

SUSTAINABLE
DEVELOPMENT

' Commitment to 17 UN Sustainable

Development Goals, with a focus on five
priority ones

Becoming a global leader that ensures
accident-free operations, protects health and
safety of its employees and local communities
in the regions of operation, and minimises its

environmental footprint

Preserving the environment for future
generations
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CORPORATE =~ ADVANCING
" GOVERNANCE TECHNOLOGY

Developing organisational Digitalising the entire business
capabilities and human
resources Creating a sustainable technological
advantage

Commitment to strong
business ethics Technology partnerships

Fostering in-house research
and development

Localising manufacturing
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Business Model

Capital'

(resources)

Financial

RUB 0.9 trln

investments

>USD 25 bln

of foreign investments
since 2014

Social

@ and reputational

23

countries of operation

@ Human

335 thousand

qualified employees?

@ Intellectual

27

R&D and design institutes

@ Natural

RUB 35 bln

green investment

@ Productive

ca.19%

share of gas in the
total hydrocarbon
production

‘ Exploration

In Russia:

13 refineries

Abroad:

6 refineries

#1 #1

public company largest
worldwide by integrated
production oilfield services
volume?®

" Definition and list of capitals as per the
International Integrated Reporting Framework
published by the International Integrated

Reporting Council (IRCC).

2Headcount as at 31 December 2019
3Listed on Western stock exchanges
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E petroleum products
U purchase OIL SALES RUB

In Russia: Abroad:

6 mmt

4,234
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purchase

i

Other,

. including JVs
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x: Ak
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E In Russia:
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E 67 bem Abroad: 259
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= 7b ETC.* RUB
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-‘ purchase 12 bcm 1 86
bln
In 2019, unless otherwise specified “Including reservoir pressure maintenance |

5 Including auxiliary services and other sales,
income from joint ventures and associated
businesses.

Capital

(results)

Financial

RUB 2.105 bin

EBITDA

249

EBITDA margin

RUB 708 bln

net income

RUB 283 bln

dividends

@ Social and reputational

RUB 3.5 trln

taxes

621kt

production

of Euro 6 gasoline
with enhanced
environmental
properties

@ Human

RUB 35 bln
allocated for social
projects

12 filling stations
retail sales of
compressed natural gas

1.9x

#1

salary vs. employer

the country’'s in Russia’s oil
average industry

@ Intellectual

>700 >RUB 11 bln

patents issued

@ Natural

innovations impact

>90 %

share of water
recycled and
re-used

-3%
atmospheric emissions
other than GHG

@ Productive

1.7 mmt of CO, eq.

reduction of GHG
emissions

185%

reserve
replacement ratio

42 mmt

motor fuels output

88 %

high success rate of
onshore exploration
drilling in Russia
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Company Structure

EXPLORATION AND PRODUCTION

Exploration Russia
LLC RN-Exploration

LLC RN-Shelf Arktika
JSC Elvary Neftegaz
- LLC Yermak Neftegaz
Brazil
Rosneft BRASIL E&P LTDA

Services Russia

LLC RN-Service

LLC RN-Bureniye

LLC RN-GRP

LLC Intellectualnye Sistemy
LLC Bashneft-Petrotest
LLC RN-Transport

Production Timan-Pechora

LLC RN-Severnaya Neft
LLC Bashneft-Polyus

Far East

Sakhalin-1

JSC RN-Shelf-Far East

LLC RN-Sakhalinmorneftegaz

Western Siberia

LLC RN-Yuganskneftegaz
LLC RN-Purneftegaz

JSC Tomskneft VNK

LLC RN-Uvatneftegaz
JSC Samotlorneftegaz
JSC Rospan International
JSC RN-Nyaganneftegaz
JSC Nizhnevartovsk Qil
and Gas Producing Company
JSC Sibneftegaz

LLC Kynsko-Chaselskoye
Neftegaz

JSC Tyumenneftegaz

JSC Messoyakhaneftegaz
PJSC Varyeganneftegaz

14

Norway
RN Nordic Oil AS

Iraq
Bashneft International B.V.
LLC RN BVK

Iraqi Kurdistan
RN-Qasrok Pte. Ltd.

PJSC NGK Slavneft

LLC Sorovskneft

JSC Yugraneft Corporation
LLC Severo-Varyeganskoye
JSC Kondaneft

LLC Kharampurneftegaz
LLC SevKomNeftegaz

LLC SKN

Eastern Siberia

JSC Verkhnechonskneftegaz
JSC Vankorneft

JSC Vostsibneftegaz

LLC RN-Vankor

LLC Taas-Yuryakh
Neftegazodobycha

JSC Suzun

LLC Tagulskoye

JSC Bratskekogaz

Central Russia

JSC Samaraneftegaz
0JSC Udmurtneft

JSC Orenburgneft

LLC Bashneft-Dobycha

Myanmar
Bashneft International B.V.

Mozambique
RN Angoche Pte. Ltd.

RN Zambezi North Pte. Ltd.
RN Zambezi South Pte. Ltd.

Southern Russia

LLC RN-Krasnodarneftegaz
OJSC Grozneftegaz

LLC RN-Stavropolneftegaz
PJSC Rosneft-Dagneft

JSC Dagneftegaz

OJSC RN-Ingushneft

Vietham
Rosneft Vietnam B.V.

Canada
RN Cardium Qil Inc

Egypt

Upstream Projects Pte. Ltd.

Iraqi Kurdistan
RN-Batil Pte. Ltd.
RN-Zawita Pte. Ltd.
RN-Harir-Bejil Pte. Ltd.
RN-Darato Pte. Ltd.

REFINING AND SALES

Refining

Russia

JSC Angarsk Petrochemical
Company

JSC Achinsk Refinery VNK
LLC RN-Komsomolsk Refinery
JSC Novokuibyshevsk Refinery
JSC Kuibyshev Refinery

JSC Syzran Refinery

LLC RN-Tuapse Refinery
PJSC Saratov Refinery

JSC Ryazan Oil Refining
Company

LLC Nizhnevartovsk Oil
Refining Association

PJSC Slavneft-YANOS
Integrated Ufa Refinery
(Bashneft-Ufaneftekhim,
Bashneft-Novoil

and Bashneft-UNPZ)

LLC Krasnoleninsky Refinery
LLC Purneftepererabotka

Oil plants

LLC Novokuibyshevsk Oils
and Additives Plant

PJSC Rosneft -

MP Nefteprodukt

Petrochemicals

and catalysts

JSC Angarsk Polymer Plant
JSC Angarsk Plant of Catalysts
and Organic Synthesis
JSC Novokuibyshevsk
Petrochemical Company
LLC Novokuibyshevsk
Catalyst Plant

PJSC Ufaorgsintez

LLC RN-Kat

Gas processing
JSC Otradnensky Gas
Processing Plant

JSC Neftegorsky Gas
Processing Plant

LLC Tuimazinskoye Gas
Processing Plant

LLC Shkapovskoe Gas
Processing Plant

LLC RN-Buzulukskoye Gas
Processing Plant

Germany

Rosneft Deutschland
GmbH

PCK Raffinerie GmbH

Belarus
OJSC Mozyr Refinery

Ukraine
PRJSC LINIK

Sales

LLC RN-Morskoi Terminal
Nakhodka
LLC RN-Vostoknefteprodukt

LLC RN-Arkhangelsknefteprodukt
PJSC Rosneft-Kubannefteprodukt

JSC Rosneft-Stavropolye

LLC RN-Morskoi Terminal Tuapse
LLC RN-Krasnoyarsknefteprodukt
LLC RN-Novosibirsknefteprodukt

LLC RN-Chechennefteprodukt
PJSC Rosneft-Altainefteprodukt

JSC Ulyanovsknefteprodukt
JSC Samaranefteprodukt
JSC Buryatnefteprodukt

JSC Tambovnefteprodukt
JSC Khakasnefteprodukt VNK
JSC RN-Tver

PJSC Rosneft-Karachaevo-
Cherkessknefteprodukt
LLC RN-Ingushnefteprodukt
PJSC Rosneft-
Yamalnefteprodukt

PJSC Rosneft-Kurgannefteprodukt LLC RN-Severo-Zapad

PJSC Rosneft-
Smolensknefteprodukt

PJSC Rosneft-Kabardino-Balkaria

Fuel Company

OJSC Rosneft-Artag

LLC Bashneft-Roznitsa
PJSC Rosneft-
Murmansknefteprodukt
JSC RN-Moscow

JSC Bryansknefteprodukt
JSC Voronezhnefteprodukt
JSC Lipetsknefteprodukt

JSC Belgorodnefteprodukt
JSC Irkutsknefteprodukt
JSC Orelnefteprodukt

JSC Penzanefteprodukt

JSC Tomsknefteprodukt VNK
LLC RN-Volgograd

LLC RN-Aero

PJSC Tulanefteprodukt

JSC RN-Rostovnefteprodukt
LLC RN-Bunker

JSC Kaluganefteprodukt
JSC Ryazannefteprodukt

JSC Karelianefteprodukt
PJSC Saratovnefteprodukt
JSC RN-Yaroslavl

LLC RN-Chernozemye
JSC Uralsevergaz

LLC PTK

Belarus
FLLC RN-Zapad

Mongolia
LLC Rosneft-Mongolia
LLC Mergevan

Kyrgyzstan
CJSC RN-Kyrgyznefteprodukt

Armenia
LLC Petrol Market
CJSC Rosneft-Armenia

Georgia
Petrocas Energy Group
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STRATEGY
ROSNEFT-2022

CORE STRATEGIC
PRIORITIES

INCREASE
PROFITABILITY

and improve existing asset
performance

18

ACHIEVEMENTS
IN 2019

+29 %

net income

3,1uUsD/boe

continued global leadership
in unit production costs

22,5 mmt

liquid hydrocarbons production
at key projects

21 mmt

liquid hydrocarbons production
from hard-to-recover reserves

Our Rosneft-2022 Strategy efforts are linked to the pri-
orities of Russia’s development and aligned with the UN
Sustainable Development Goals. In 2019, the Company
made progress against all the core strategic priorities

- increasing profitability, completing key projects, and
transforming the culture and technological capability.
We are also working on various projects designed for
employee development, contributing to social welfare
of regional communities and minimising our environ-
mental footprint.

Achieve targets

Hydrocarbon liquids production, mmt

2017

225

Production of motor fuels complying with the Technical Regulations, mmt

2019

2017

[ Diesel fuel
Gasoline
[ Kerosene

24.5 33

- %

236 147 33

- 41.6

Production from hard-to-recover reserves, mmt

2017

16.3

target - 2022

250

target - 2022

64.3

target - 2022

33.0
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STRATEGIC OBJECTIVE

STRATEGIC OBJECTIVE

GOOD HEALTH DECENT WORK AND 13 CLIMATE 17 PARTNERSHIPS
AND WELL-BEING ECONOMIC GROWTH

/e

ACTION FORTHEGOALS

. . ents are confirmed
GAS INVESTMENT PROGRAM. _ olomt for atment e o _ MFines

23 ~ sludge containing natural-o rng.

radionuclides

APG utilisation facilities built in 2019 . d N -
developing a comprehensive, scala- . :
ble technology for the prolonged-ac- - the best score among alleader among glqbal
tion disposal of drilling waste B Russian companies, B- oiland gas majorsin

= CDP ratings in Climate and Water categories

two notches higher the international Water

ENVIRONMENTAL EFFICIENCY developing chemical methods of oil RU B 55 bln than the average score Security category
spill response with a focus on dis- [ ) of European peers in
gPROVEMENT N E persants for offshore areas contribution the Climate Change

% ) w " to occupational health category
reduction of fugitive methane emissions creating a microbial agent for elimi- and safet
in Exploration and Production operations Rat!(ng hydrocarbon pollution in the Yy
rctic seas

Corporate Human Rights Benchmark: the best Russian

testing a telemonitoring solution 1 company
ENERGY SAVING PROGRAMME to detect gas leaks using laser gas mln trees

o 9 sensors planted in 2019 ESG score from Refinitiv Rosneft among Top 5 in the
mmtoe . industry
° testing an APG desulphurisation as part of forest conservation

Elant usinﬁ a Irnicroporous mem- initiatives An industry leader according to Bloomberg
rane technology

energy savings within the programme

MARINE BIODIVERSITY
CONSERVATION PROGRAMME

>RUB 1 00 min.

total investments within the programme in 2019




DIGITAL TRANSFORMATION
AND TECHNOLOGY

EXPLORATION AND PRODUCTION

Digital Field, remote drilling
and production control centres, lloT,
Big Data

Industry’s first
Digital Field covering all major oil
production and logistics processes

Automated data collection
systems

99, 89 86«

of drilling  of wells of
rigs production

= A pilot computer vision
project to detect personnel in
hazardous areas, monitor use of
personal protective equipment
and transmit emergency alerts

= Six detailed 3D models of
production assets have been
created for the common oilfield
monitoring environment

= A machine learning
technology successfully
deployed to predict pump
failures in production

goal

2019 results

Enhance in-house technology capabilities, cable-free seismic systems,
advanced MSHF techniques with numerous stages; establish a tech park to test
technologies

Unique solutions >600 ¢ per day

i an initial flow rate of the multilateral
two-string horizontal fishbone well,
first of its kind in Yuganskneftegaz

7.4 days

a new industry record
for the fastest two-string horizontal
well construction

!
¥ 10 thousand
; hydraulic fracturing
/ operations
. carried out using the RN-GRID
= 15 downhole splitters built simulator

in a single multilateral well with

the biggest metreage drilled in- .
side a pay zone in Russia (over >200 licences

10.3 thousand metres); the for the RH-GRID hydraulic
well's complex fishbone design fracture simulator sold to service
provides an initial flow rate of and petroleum companies
over 400 t per day

= An innovative seismic ac- 4 new software
quisition system developed modules
in cooperation with BP helps to = an integrity monitoring system for
operate in hard-to-reach areas oilfield pipelines (RN-SMT)
and delivers geological data of
high informative value = 3 hydrodynamic simulation unit

(RN-KIM)

= a geological simulation unit
(RN-Geosim)

= an oil and gas production process
simulation unit (RN-Simtep)
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impact of innovative solutions introduced  technologies tested

over the last three years

in 2019

technologies implemented
and rolled out in 2019

OIL REINING AND PETROCHEMICALS

Digital Plant

12 units

at refineries
advanced process control systems
implemented

3 refineries
automated stock-taking systems

Automation and robotisation

= Digital twins of production pro-

ing introduced

= Digital solutions for comprehen-
sive personnel monitoring and
application of computer vision
are being developed

cess engineering models are be-

= A pilot project to introduce a
system for optimised blending
of petroleum products imple-
mented

= Work on the introduction of a
RN-Predix-based cloud system
for data collection, storage and
processing in progress

Global asset performance
management system to extend
functional operation times between
repairs

= A pilot project to improve the ef-
ficiency of process equipment
performance management in
progress

= Meridium-based predictive anal-
ysis systems for comprehensive
monitoring of critical equipment
being implemented

COMMERCE, LOGISTICS AND RETAIL

Digital Filling Station and Digital
Supply Chain programmes

= A Digital Core for Commerce and
Logistics developed

= A Digital Fleet prototype devel-
oped on the basis of the Failure
Detection in Vessel Operations
and Smart Monitoring of Cargo
Operations digital scenarios

= 100% of BP filling stations allow
payment from inside the car

= Rosneft's retail chain was first in
Russia to launch a fuel payment
service via a mobile app for cor-
porate customers

Automation and robotisation

>2,900

filling stations,
81 oil depots
Measurement automation’

99 .,

of material flows at filling stations
and 79 % of material flows at oil
depots covered with measuring
equipment’

= A prototype of an automated in-
formation system keeping track
of petroleum product suppliers'
inventories developed

= Russia’s first-ever additive package
for all-season hydraulic oils patented

= Tests completed for streamlining
dispersant and depressor additives
for diesel fuels with a view to creat-

ing in-house production

= Tests on a pilot batch of hydrotreat-

ing catalysts for diesel mixtures

conducted

= A hydrogenation technology for con-
verting acetone into isopropanol

tested at a pilot facility

= A technology to produce isopropylb-
enzene using heterogeneous cata-

lysts developed

= Aline of guard catalysts and materi-
als for catalytic reactors developed

Improve accounting systems
to reduce losses

= A pilot automated informa-

tion system for oil depot facilities

implemented

100%

of gasoline

tanker trucks
equipped with fuel level sensors
connected to the in-vehicle monitoring
system

1

atyear-end 2019
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Progress against strategic objectives
and priorities

EXPLORATION

AND PRODUCTION

target
factin 2019

100% LIQUID HYDROCARBONS RESERVE REPLACEMENT RATIO AND ORGANIC

GROWTH

Increase the success rate of onshore
exploration drilling in Russia

Optimise Russian onshore field
development (increase the share
of new horizontal wells)

record-high success rate of onshore
exploration drilling in Russia

exploration wells completed
and tested in Russia

Commission large-scale projects
on time and on budget

started commercial operation

Preparation for launching large
projects in Western and Eastern
Siberia is in progress

MORE EFFICIENT
SERVICE

Decrease non-productive time to 5%

maintaining a low proportion
of the non-productive time

Increase technical availability
and speed up fleet upgrade

new hi-tech hydraulic fracturing
fleets since the strategy launch

Ensure a high share of in-house
drilling services used by the Company

share of in-house services
in the Company's total drilling
metreage

1

Vs. production decline rates in 2008-2017
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production increase due to new well
start-ups

share of horizontal wells (up 9%)

Fast-track the development of new
reserves based on viability

liquid hydrocarbons production
at new large projects

IMPROVED PERFORMANCE

Reduce declines in basic production

slowdown of the Samotlor production
decline rate’

recovered basic production volume

increase in the impact of basic
production recovery measures (per
well)

Engage in partnerships for capital intensive and high risk projects

Equinor:

= decision to start the first stage
of the Severo-Komsomolskoye
full-scale development
approved

= siliceous-carbonate reservoirs
in Domanic deposits tested

Optimise capex (by 10% for similar
well design, by 10% for linear objects)

reduction of production well
construction costs on a comparable
basis since the strategy launch

BP:

= continuation of the Yermak
Neftegaz project

= intensified production
at the Samotlor field

Optimise opex (by 2-3% per year
on a comparable basis)

reduction of opex on a comparable
basis

GAS

COMMISSIONING PROJECTS ON TIME
AND ON BUDGET

Produce over 100 bcm

the strategic Zohr field offshore Egupt reached
the planned daily production rate ahead of schedule

Implement major gas production projects, including Rospan and Kharampur

construction and installation
of major production facilities
in progress

construction of key facilities
in the final phase

INCREASING TECHNOLOGICAL EDGE

Develop Turonian deposits

production potential of the Kharampurskoye field's Turonian deposit,
pilot operation started

Increase APG utilisation, e.g. through the development of captive power
generation and petrochemicals

new APG utilisation facilities. The APG ~ APG utilisation rate
utilisation rate reached 89.3%' at the Verkhnechonskoye field

' Not including fields in early development stages

INTHE FUTURE

Monetise gas reserves of Eastern
Siberia and the Far East, including
through petrochemicals development

Rosneft and Beijing Enterprises
Group are jointly exploring

the Verkhnechonskoye

oil and gas condensate

field in the Irkutsk Region

and studying the opportunities
for gas monetisation

Develop liquid petroleum gas
(LPG) and natural gas liquids (NGL)
production

Construction of the Maysky gas
processing complex in Western
Siberia - positive opinions

of the state environmental expert
evaluation authority and the Main
Department of State Expert
Evaluation obtained
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OIL REFINING AND PETROCHEMICALS

SUBSTANTIAL PROFITABILITY GROWTH

Complete ongoing refinery development projects in Russia to substantially

increase profitability

Increase efficiency and optimise opex
(by 2-3% per year on a comparable
basis)

Refinery development projects in Russia continued

+ The Novokuibyshevsk Refinery piloted a kerosene preparation unit
as part of the off-site facilities for hydrocracking plant.

COMMERCE AND LOGISTICS

Improve the cost efficiency of sales

and increase access to end consumers

(domestic/export sales)

Expand and diversify distribution
channels (jet fuel, marine fuels,
and lubricants)

decrease in opex

cumulative net effect
of the operational efficiency
improvement programme

Adjust the product mix to market
trends by marketing new products
(bitumen, marine fuels)

growth in ‘wing-tip’ sales of jet fuel
for civil aviation

increase in lubricant shipments
to end users (direct contracts)

RETAIL

Improve performance
and optimise costs

growth of jet fuel sales at foreign
airports

Refuelling of Russian airlines’ aircraft
started in Spain, the UAE and China

Sales of low-sulphur residual
marine fuel complying
with IMO 2020 standard started

increase in the output
of improved road bitumen'

Promote strong brands and service excellence

at filling stations

decrease in unit opex

Develop customer proposition at filling stations (loyalty

programme and branded fuel)

growth in sales of petroleum
products through the retail channel

migrated to the Rosneft brand

Expand non-fuel business (introduce new categories

of goods and open new convenience stores)

engaged through
loyalty programme

! As per the new GOST 33133-201 standard.
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= 8% growth = Sales of private

in the number

labels expanding

of filling stations

selling the Pulsar 95
branded gasoline stores

with convenience

Long-Term Development Programme
and Progress Report

Originally developed in 20147, the
Long-Term Development Programme
(the Programme) is subject to annual
update.?

In 2019, we revised the Programme,
taking into account the Company’s per-
formance results, granular action plans
to achieve certain long-term goals and
updated initiatives drafted pursuant to
the Russian Government directives®.
The updated Programme was approved
by the Company's Board of Directors
(Minutes No. 11 dated 23 December
2019).

The Programme details the Company’s
strategic focus areas, targets and goals
for all business areas and corporate
functions. It also includes a list of key in-
itiatives to implement the strategy in the
medium term.

The main priorities, key performance in-
dicators (KPIs) and actions plans under
the current Innovation Development
Programme (Research, Design, and
Innovations section), the Import
Substitution and Equipment Localisation
Programme (Localisation and
Development of Industrial Clusters
section), the Energy Saving Programme

(Energy Efficiency and Energy
Saving section) take into account the
Programme provisions and are inte-
grated into the current version of the
document.

Performance indicators include an in-
tegrated KPI for innovations. Rosneft's
Investment Programme aims to help
the Company achieve its strategic ob-
jectives in key business areas stipulated
in the Strategy and the Programme
(Investment Programme in 2019
section).

We completed the Programme's key in-
itiatives planned for core businesses
and functional units for 2019. For the
Programme outcomes in 2019, see the
Performance Results section.

Ernst & Young, an independent audi-
tor, reviewed the Programme results.
Based on the review, the independent
auditor issued an opinion on whether
the Progress Report fairly presents
the past year's performance under the
Programme, and whether the reasons
given therein to substantiate deviations
of actual results from the 2019 targets
are fair. The opinion was received on
21 April 2020.

" In accordance with Instruction of the President of the Russian Federation Vladimir
Putin No. Pr-3086 dated 27 December 2013; approved by Rosneft's Board of Directors

on 9 December 2014 (Minutes No. 12).

? In accordance with the Russian Government Directive No. 4955-P13 dated 17 July 2014

and the Long-Term Development Programme.

® No. 4955p-P13 dated 17 July 2014, No. 7558p-P13 dated 12 November 2014, No. 1346p-P13
dated 5 March 2015, No. 2303p-P13 dated 16 April 2015, No. 7389p-P13 dated 31 October
2014, No. 1472p-P13 dated 3 April 2016, No. 4531p-P13 dated 28 June 2016, No. 4750p-P13
dated 4 July 2016, No. 830p-P13 dated 6 February 2017, No. 276p-P13 dated 17 January 2019.

The Programme envisages a reserve
replacement ratio of at least 100%,
efficient brownfield operation

and production ramp-up driven

by new projects in Eastern

Russia, development of hard-to-
recover reserves, cost-effective
offshore development, gas output
growth secured by a long-term
high-performing sales portfolio,
and stronger margins across

the entire value chain.

In implementing the Programme,
we focus on cost effectiveness
and KPI targets for all key
initiatives.
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KPI Structure

The Company introduced KPIs to translate its strategy and the Long-Term Development Programme into specific day-to-day man-
agement performance indicators, evaluate progress against targets, and create a basis for efficient management decision-making.

A strong motivation tool for employees, KPIs ensure a step-by-step achievement of the Company’s strategic goals.

LONG-TERM DEVELOPMENT
PROGRAMME

CONSOLIDATED
BUSINESS PLAN

= Corporate KPIs
= Individual KPIs of the Chief
Executive Officer

The Company’s KPI system seeks to de-
compose the Company's strategy and
Long-Term Development Programme
into specific KPIs, cascade them to all
management levels, evaluate progress
against targets, and create incentives
for efficient management deci-
sion-making. The KPI system ensures:
= focus on implementing the strat-

egy and meeting the targets set

in the Long-Term Development

Programme;
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STRATEGY

BUSINESS PLANS
OF BUSINESSES

= Collective KPIs of businesses

= Individual KPIs of the Company's
top managers responsible
for the performance of businesses

KP1 PROGRESS

focus on consistently improving the
Company's financial and operating
(industry-specific) results;
compliance with directives and in-
structions of federal executive bod-
ies, including annual cost-cutting
targets;

well-balanced integrated indicators
motivating employees to achieve
the Company's main goals;
transparency, measurability, min-
imum sufficiency, and consistency
of KPIs;

BUSINESS PLANS
OF GROUP SUBSIDIARIES

= Collective KPIs of the Group
Subsidiaries

= Individual KPIs of Group
Subsidiaries’' senior management

= atop-down approach to cascading
and breaking down KPIs.

There are both financial and indus-
try-specific KPIs in place.

The KPIs comprise:

= corporate KPIs based on the key
financial, economic, and indus-
try-specific indicators from the
Company’s consolidated busi-
ness plan and business plans of its
businesses;

Strategy Operating
of the Company Results

Market Overview  Sustainable
and Competitive Development
Environment

Corporate Information
Governance

for Shareholders
and Investors

= individual KPIs based on individ-
ual strategic goals for each top
executive.

KPIs and targets for the senior man-
agement are set by Rosneft's Board of
Directors subject to preliminary discus-
sion by the relevant committee on an
annual basis.

The 2019 KPIs for Rosneft's top man-
agers are based on the business plan

To calculate annual bonuses for manag-
ers and employees, the Company anal-
yses progress against KPIs following the
review of the annual performance based
on the management accounts and au-
dited public financial statements.

The Company's Internal Audit Service
annually assesses the performance

Actual KPI progress

approved in December 2018, and
adopted by the Board of Directors on
22 February 2019 (Minutes No. 16).

Corporate KPIs and the individual KPIs

of the CEO for the year include:

= return on average capital employed
(ROACE);

= hydrocarbon production rate;

= accident rate;

= workforce productivity;

against corporate and individual KPI set
for the reporting period to calculate an-
nual bonuses for the management of
the Company and Group Subsidiaries.
The audit results for top managers

are subject to review by the HR and
Remuneration Committee of the Board
of Directors. The Board of Directors
makes resolutions regarding annual bo-
nus payments and their size depending
on the management's progress against
their KPIs.

= TSR equal to or above the Russian
industry's average;

= cost reduction vs the previous re-
porting period on a comparable
basis;

= financial leverage (net debt/
EBITDA);

= integrated KPI for innovations;

= compliance ratio as regards instruc-
tions from the Board of Directors
and the Management Board.

Target KPIs are normalised to reflect
the factors beyond the management's
control, such as FX volatility and global
market prices in accordance with the
Regulations on the KPI Normalisation
Procedure Related to Management
Performance Review and Assessment in
the Reporting Period to Calculate Annual
Bonuses' and the Guidelines for KPI
Normalisation Related to Performance
Review against Business Plan2.

KPI 2019 (actual) Progress in 2019 Progress in 2018
Return on average capital employed (ROACE) 15.7 Above target Above target
Financial leverage (net debt / EBITDA)? 1.4 Above target Above target
Injury rate, % 98.8 Above target Above target
Integrated KPI for innovations* % 100 On target On target

' Approved by the Board of Directors (Minutes No. 27 dated 6 April 2015).
? Approved by Order No. 730 dated 12 December 2019.

3

In RUB.
* Based on the management accounts.
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Investment Programme in 2019

Rosneft's 2019+ investment programme was approved as part of the 2019-
2020 Business Plan at the Board of Directors meeting held on 20 December
2018 (Minutes No. 12 dated 20 December 2018).

The investment programme comprises
high-quality projects across all business
segments. These projects seek to help
the Company deliver on its strategic
goals, including an increase in profita-
bility, hydrocarbon production growth,
reserves addition, launching projects on
time and on budget, enhancing oper-
ational and investment efficiency, and
minimising the environmental footprint.

We rank, optimise and balance our port-
folio against the criteria established for
all business lines to incorporate high-po-
tential cost-effective projects with mini-
mum risk exposure.

caRUB 009 trln

annual capex

We also have portfolio management
tools at our disposal to promptly re-
spond to macroeconomic changes.
Rosneft maintains its organic capex at
ca. RUB 0.9 trIn per year.

A slight year-on-year decrease is mainly
due to drilling optimisation driven by a

Over 92% of our investments are con-
centrated in Russia, with ca. 20% attrib-
utable to projects in Eastern Siberia and
the Far East.
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strategic increase in the share of bet-
ter-performing horizontal wells at ma-
ture fields, and the balancing of the
capex profile for new projects to take
into account the extended OPEC+ pro-
duction quotas.

CAPEX Financing, 2017-2019

922 936
37 - 854
[ 77 14
87 =
840
798 —
2017 2018 2019

Upstream, Gas, In-House Services
Downstream
M Others

Unit CAPEX, USD/boe

11.8

8.6
6.1 67 32

Rosneft's Portfolio Ranking and
Rating Criteria:

= Economic efficiency
Materiality

Readiness for implementation
Compliance with the strategy

Despite our extensive investment
programme, we retain leadership in
terms of exploration and produc-
tion unit capex, which amounted to
USD 6.1 per boe in 2019. At the same
time, we deliver on our targets of hydro-
carbon production growth and continue
to optimise our investment portfolio.

In 2019, Exploration and Production ac-
counted for ca. 91% of our investments,
including 6% going to gas projects, and

8% to Refining, Commerce and Logistics.

UsD 6.1 per boe

Exploration and Production
unit capex

21.2

16.0

134 133 1385
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2019 Investment Programme Split

Upstream 91 %

Mature upstream projects 52 %

8 4 Major and new upstream projects 32 %

5 M International projects 7%
RUB bln

[l Downstream 8%

)

(Refining and Commerce)

B Other 2%

Exploration and Production

In 2019, Exploration and Production
capex totalled RUB 773 bin. These in-
vestments are aimed at maintaining and
developing mature and new oil and gas
assets to meet the strategic goals of
ramping up production to 250 mmt of
liquid hydrocarbons and over 100 bcm
of gas by 2022 and achieving a reserve
replacement ratio of at least 100%.

In 2019, capital investments in mature
onshore and offshore fields generating
a stable positive cash flow amounted
to ca. RUB 440 blIn, or over 50% of the
Company's capex.

Launch of major and new E&P projects

Thanks to the commissioning and full-
scale development of major and new
offshore and onshore projects, we are
well-positioned to increase and replace
oil production at mature fields with high-
value added competitive barrels. We use
the industry's best management prac-
tices to implement our projects.

In 2019, our capex on major and

new onshore and offshore projects
amounted to ca. RUB 270 blIn, or around
32% of total investments.

>22 6 >23 >6.5
East Russkoye
Vankorskoye Messoyakhsky Zohr (Egypt) Rospan
>5 >5 >5 ~5
Sakhalin 1 Chupalsky Yurubcheno-  Taas-Yuryakh Kharampur
(Arkutun-Dagi) Lisence Area  Tokhomskoye  Neftedobycha
(Phase 2)
>3 >4 >2.5 >4.5 :
Erginsky
Sakhalin 1 (Odoptu)  Suzunskoye Kondinskoye Tagulskoye
N h>2h o = K NOHT ki
t i omsomolskoye
or awe L Kuyumbinskoye Y
~1
Labaganskoye & Lodochnoye
East Salymsky
License Area
North
Danilovskoye
2009-2015 2016-2019 2020-2022

Area of circle corresponds to plateau production, the figures inside circle are shown —

tonnes of oil equivalent per annum.
100% of production.

In the reporting year, the share of in-
ternational projects in our total hydro-
carbon output approached 14%, with
further growth possible depending on
exploration results.

International projects, especially those
on priority markets, account for about
7% of all our investments. They primar-
ily focus on establishing partnerships to
share risks, co-finance expenditures and
maximise the efficiency through technol-
ogy exchange.

s 325

percentage of investments in new
and major oil and gas projects
in Russia in 2019

>35 e

production at greenfields and large
fields in 2019

for oil projects in million tonnes per annum; @ for gas projects in million
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Refining, Commerce and Logistics

In 2019, Refining, Commerce and
Logistics capex totalled RUB 67 bin.

Investments in Refining, Commerce
and Logistics focus on highly cost-effi-

cient projects to construct and upgrade
process units and facilities at refineries,

Investment Process

Our investment process hinges on the

following key principles and objectives:

= focus on the UN Sustainable
Development Goals (SDGs) in line
with our strategy to help achieve
meaningful progress in addressing

global economic, social and environ-

mental challenges;

= honouring the Company's strong
social responsibility commitments
as regards health, safety and envi-
ronment, quality of life for employ-
ees and their families, support of
education, and contribution to the

expansion of oil depots, marine termi-
nals and aircraft refuelling facilities (used
by the civil aviation and the Ministry of
Defence), continued efforts in import
substitution of catalysts and additives,
and the programme to maintain existing
capacities.

social and economic development
of local communities;

= consistent improvement of
Rosneft's performance across all
business lines through an in-depth
analysis of investment needs, bol-
stering the knowledge and exper-
tise of investment managers, and
business project monitoring;

= robust business growth by in-

vesting in competitive and high
value-added projects, increasing
investment returns, consistently

Key Principles of Investment Management

1 2

K
& o

Availability of all
required invest-
ment decisions

Project responsibility

Comprehensive
due diligence

32

Performance above
the minimum
threshold for each
project

R

Two-key principle

Current priority areas are the construc-
tion of hydrocracking and cat cracking
facilities along with efficiency improve-

ment. We expect these projects to give a
boost to our refining margins, light prod-

uct yield and the output of high-quality
petroleum products.

optimising the project portfolio, and

mitigating investment risks;

= strengthening investment discipline
through comprehensive project
screening and improving relevant
identification and classification
processes.

Rosneft's investment management
process is integrated with all related
processes, including strategic and
business planning, budgeting, re-
porting and financial control, project

5) 2

Standardisation

Authority delegation

8 9 10
[ed %} @
Monitoring Compatibility Alignment
with project stages with related
processes
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DELEGATING: INVESTMENT BODIES AND LIMITS OF AUTHORITY

Limits of authority

>USD 1,500 min

USD 500-1,500 min

USD 200-500 min

USD 0-200 min

management and corporate govern-
ance. It covers the following areas:

discipline and responsibility: busi-
ness projects are approved through
decision-making delegation within
the permitted limits as per the in-
vestment mandate following a regu-
lated comprehensive due diligence;
investment decision-making:
sound investment decisions, shorter
periods of approval and review of
investment memoranda, responsi-
bility of investment project owners

Portfolio Management

Strategic objectives and priorities

Investment Bodies

Board of Directors

Management Board

Investment Committee

Segment Subcommittees

Exploration
and production

and supervisors for compliance with =
timelines, budget, efficiency and
performance criteria;

= monitoring and control: regu-
lar and robust project monitoring
at all levels, change management
process; automated control of
investment decision availabil- "
ity when assuming financial obli-
gations (the two-key principle) at
all stages of project planning and
implementation;

Ongoing projects

Investment initiatives

Y

Individual project results

Overall portfolio results

Improvement
recommendations

Refining, commerce
and logistics

Functional

portfolio analysis: building a bal-
anced portfolio of projects and flex-
ible management; comprehensive
project ranking and optimisation
based on established criteria, the
strategy and current priorities; use
of scenario analysis tools;

IT development and automation:
automating the investment pro-
ject management and processes to
keep track of target, actual and pro-
jected metrics by project.

Macroeconomics
and external environment

A

A

Resource and financing
constraints

. PROJECT &
3 PORTFOLIO S
2. Z £
3%, S $
2 %, & F
N ¥
/)Qg & & «
%se Invest™® Q¢
ngent \

Threshold cost-efficiency
and profitability

A

Investment distribution

Project approval,
cancellation, completion

Value creation (NPV)
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Key Operating and Financial Results

Key Operating Results
Metric 2019 2018 A 2017
Proved SEC reserves of liquid hydrocarbons, mmt 3,935 3,899 1% 3,792
Proved PRMS reserves of liquid hydrocarbons, mmt 4,383 4,377 0% 4,404
Proved SEC reserves of marketable gas, bcm 2,119 2,065 3% 1,949
Proved PRMS reserves of marketable gas, bcm 2,452 2,420 1% 2,309
PRMS hydrocarbon reserves-to-production ratio, years 23 23 0% 23
Production of liquid hydrocarbons, mmt 230.2 230.2 0% 225.5
Natural gas production, bcm 67.0 67.3 0% 68.4
Oil exports, mmt 149.4 123.7 21% 121.8
QOil refining, mmt 110.2 115.0 -4% 112.8
Petroleum product and petrochemicals output, mmt 107.5 111.7 -4% 109.1
Petroleum product and petrochemicals export, mmt 71.1 73.7 -5% 71.9
Domestic retail sales of petroleum products, mmt 14.5 13.7 6% 1.5
Key Financial Results
Metric 2019 2018 A 2017
Revenues and equity share in profits of associates and joint ventures, RUB bin 8,676 8,238 5% 6,011
EBITDA, RUB bin 2,105 2,081 1% 1,400
EBITDA margin 24.0% 24.8% -0.8 p.p. 22.6%
Taxes and customs duties, RUB trin 3.7 4.0 -8% 2.6
Net income, RUB bin 805 649 24% 297
Net income margin 9.3% 7.9% 1.4 p.p. 4.9%
ROACE 15.7% 17.4% -1.7 p.p. 11.5%
ROAE 14.3% 12.3% 2 p.p. 5.6%
Capex, RUB bIn 854 936 -9% 922
Unit capex in exploration and production, USD/boe 6.1 6.8 -10% 7.1
Unit opex in production, USD/boe 3.1 3.1 0% 3.2
Free cash flow, RUB bin 884 1,133 -22% 245
Dividend per share, RUB 33.41" 25.91 29% 10.48
Total accrued dividends, RUB bin 354.1" 274.6 29% 111.1

" Including dividends for the first six months of 2019 and dividends recommended by the Board of Directors

to be approved at the General Shareholders Meeting in May 2020.
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Proved Reserves of Natural Gas, bcm

2.420 2452

Hydrocarbon Reserve Replacement
Ratio, SEC, %

32.456 32.304 2.309 204 %
32.354 i 2.065 2.119 173 %
28.853 A .
28.OIM I 29i Li I I ]
2017 2018 2019 2017 2018 2019 2017 2018 2019
I Proved SEC reserves W Proved SEC reserves
Proved PRMS reserves Proved PRMS reserves
Production of Liquid hydrocarbons, Natural gas production, Unit OPEX in hydrocarbon
mmt becm production, RUB/boe
230.2 230.2
68.4 194 1%
225.5 67.3 185
- 67.0
2017 2018 2019 2017 2018 2019 2017 2018 2019

In 2019, the Company produced

4.67 mmb per day (230.2 mmtpa) of
liquid hydrocarbons, flat year-on-year.
This was achieved despite external
restrictions such as compliance with the
extended OPEC+ agreement along with

the temporarily limited oil acceptance by

Transneft's trunk pipelines.

OPEX of Russian Refineries per Tonne

of Refined Oil, RUB per tonne

1.493

In 2019, gas production amounted to
67.0 bcm, unchanged year-on-year (with
minor deviations).

EBITDA and Net Profit, RUB bln

2.081 2.105
1.364 1.400
1.261
649 805
297
2017 2018 2019 2017 2018 2019
M EBITDA
Net profit

Opex at our Russian refineries and opex
per tonne of refined oil for 12M 2019
increased by 6.3% (unit opex up 9.5%)
year-on-year due to the growing tariffs
of natural monopolies and salary
indexation.

EBITDA for 12M 2019 grew by 1.2% year-
on-year due to an increase in oil sales,
mostly in eastern direction (+34.6%), and
effective cost control.

A 24.0% year-on-year rise in net
income in rouble terms was driven by
positive changes in operating profit
and a decrease in financial and other
expenses.

Unit production opex for 12M 2019 was
RUB 199 per boe (USD 3.1 per boe),

up 2.6% year-on-year and below the
producer price inflation rate of 2.9%. The
increase is mainly due to higher costs of
electricity, related transportation costs
and payroll.

Revenue, RUB bln

16 186
134 4097 I 3.997 I
3122 l

3979 4493
2.755

2017 2018 2019

Oil and gas

M Petroleum products
and petrochemicals

W Other and affiliates

A 5.3% revenue increase in 12M 2019
was mainly caused by expanding oil sales
(+20.1%) against the backdrop of lower oil
prices globally (-6.2%).
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Rosneft’s Exploration and Reserve 144 ... 531. . 185 -

Re la Ce m e n t (195 btoe) replacement of AB1C1 hydrocarbon reserve replacement
p AB1C1+B2C2 hydrocarbon hydrocarbon reserves, including ratio according to the Russian
reserves in 2019 acquisitions resource classification system
In 2019, Rosneft confirmed its leading 131 bln tonnes 24.2 bln tonnes 1.2tem
it . b d lorati total oil and gas condensate offshore oil and gas onshore gas
[QEEIUOINES 1N [FESRIUITTE [EEE il @4pleiEilomn reserves in Russia condensate resources resources

efficiency. The Company continued to
increase hydrocarbon production, while also
ensuring full replacement of reserves.
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Onshore exploration in Russia Independent International Audit of Reserves

Key activities and achievements Under the SEC (U.S. Securities and Breakdown of Proved Hydrocarbon Breakdown of Proved Reserves

Exploration took place across all of Russia’s subsoil use regions,
including the Far East, Eastern and Western Siberia, Central Russia,
Timan-Pechora, and Southern Russia.

Key onshore achievements in Russia:

6353,

143

22

Exchange Commission) classification,
Rosneft's proved hydrocarbon

reserves totalled 42,018 mmboe

(5,678 mmtoe) as at 31 December
2019. Hydrocarbon reserves grew by
587 mmboe (81 mmtoe), or 1%, year-
on-year. The audit to assess life-of-field
reserves was performed by DeGolyer &
MacNaughton.

In 2019, Rosneft's SEC-proved reserve
life amounted to more than 20 years.
The SEC-proved reserve replacement

Reserves (Oil, Gas Condensate,
Liquid hydrocarbons) under PRMS

Standards, mmt

4.383

of Marketable Gas under PRMS
Standards, bcm

~'
2.452

increase in AB1C1 reserves exploration wells new ‘ 0
through exploration completed fields ratio stood at 129%. Western Siberia 3.139 Western Siberia 2.137
and tested As at 31 December 2019, the Company’s [ | vOIga-Uréls ' 723 [1 Eastern Siberia 150
reserves under the PRMS (Petroleum M Eastern Siberia B M Volga-Urals oo
Resources Management System) Bl Timan-Pechora 49 B Southern Russia 41
1 4 8 o 8 8 o 2 5 7 standards, according to DeGolyer & Foreign countries 36 Offshore 31
. % . % and e MacNaughton, totalled 47,289 mmboe Southern Russia 24 Foreign countries 24
oil and gas condgnsate reserve record hlgh. success rate new deposits discovered (6,400 mmtoe) of 1P reserves, W Offshore 20 ™ ek 3
replacement ratio through of exploration drilling with a total of 346 mmtoe
84,926 mmboe (11,504 mmtoe) of 2P Far East 7 Far East

exploration

The Company's top priorities are
unlocking the resource potential and
sustainable use of mineral resources,
exercising strict compliance with
environmental safety standards, and
an extensive application of advanced
technologies.

The Rosneft-2022 Strategy, approved
by the Company’s Board of Directors,
sets out the key exploration targets: to
ensure 100% reserve replacement of
liquid hydrocarbons and to increase the
exploration drilling success rate to 95%

by 2022 through the use of advanced
technologies and innovative solutions.

The Company has developed and is
implementing a set of R&D projects
and is working to create its own
geophysical service. Finite difference
wave field simulations are used to
identify optimum parameters for seismic
surveys during the design stage. The
Company completed projects to model
surveillance systems in Eastern and
Western Siberia. Similar projects will be
implemented in the North Caucasus

UNIQUE WIRELESS SEISMIC TECHNOLOGY

Rosneft and BP completed the devel-
opment of an innovative seismic acqui-
sition system, unrivalled in the world.
The system was piloted during seis-
mic surveys in Russia and large-scale
tests in the UAE. The tests confirmed
that the system ensures high level

of geologic accuracy and productivity,
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and are capable of working in hard-to-
reach areas.

In 2019, 143 exploration wells were com-
pleted and tested with a success rate

of 88%, a record high over the past years.
2D seismic surveys of 2.6 thousand

of AB1C1+B2C2 reserves

and the Republic of Bashkortostan.
The Company continued its phased
deployment of advanced seismic
data processing and interpretation
technologies, detailed velocity-depth
modelling, and integration of seismic
and non-seismic methods to improve
the exploration drilling success rate.
In an effort to minimise errors during
structural modelling, Rosneft deployed
advanced near-surface anomaly
detection practices.

linear km and 3D seismic surveys
of 9 thousand sg km were completed.

Successful exploration resulted
in the discovery of 22 fields

and 257 new deposits with a total
of 346 mmtoe in reserves.

reserves, and 125,296 mmboe (16,976
mmtoe) of 3P reserves. In 2019, total
3P reserves grew by more than 4 bboe
(550 mmtoe).
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Rosneft's reserve increases in Western
Siberia amounted to 243.9 mmt of

oil and gas condensate and 86.9 bcm

of gas. 58 exploration wells were
completed and tested with a success
rate of 92%. 3D seismic surveys totalled
over 4.2 thousand sqg km. Four fields
and 73 new deposits were discovered
with a total of 54 mmtoe in AB1C1+B2C2
reserves.

RN-Uvatneftegaz is consistently
implementing the strategy to develop
the Uvat project, including by ensuring
the annual growth rate target for
recoverable reserves. In the reporting
period, significantly more oil reserves
were discovered than extracted. In
2019, the increase in RN-Uvatneftegaz's
AB1C1 reserves (24.7 mmt) exceeded
production (10.3 mmt) by 240%.

In 2019, two new fields were booked in
the Russian State Register of Mineral
Reserves: Sosnovoye (Yugansky 12
licence area) and Matusevich

(Yugansky 11 licence area) with a total of
6.9 mmtoe in recoverable AB1C1+B2C2
reserves.

Drilling of an exploration well at the
Kirilkinskoye field (Tamarginsko-Severo-
Bolotny licence area) confirmed the
prospects of a new oil and gas pay in the
pre-Jurassic deposits of the Uvat project.

In 2019, RN-Nyaganneftegaz recorded
reserve replacement of 194% in the
licence areas of the Krasnoleninsk Code
of Fields.

In actively developing its gas business,

Rosneft carried out 3D seismic surveys
of 729 sq km at its Western Siberian gas

42

assets in 2019, as well as completed and
tested three wells. In 2019, Rosneft's
gas reserves in Western Siberia grew by
86.9 bcm.

The Company continued study of the
unconventional gas-saturated reservoir
of the Berezovskaya suite in Western
Siberia. In 2019, Rosneft developed a
unique technology to tap into hard-
to-recover dry gas reserves in the
low-permeability opoka-like siliceous
reservoirs of the Berezovskaya suite.
Rosneft initiated the creation of a
working group under the auspices

of the State Commission for Mineral
Reserves (GKZ) of the Federal Subsoil
Resources Management Agency
(Rosnedra) and in partnership with major
Russian companies to prepare a Single
Interim Methodology for assessing the
volumetric estimations and gas recovery
rate for the deposits of the Berezovskaya
suite. Following well testing in the
Berezovskaya suite interval in 2019, the
increase in recoverable B1C1+B2C2 gas
reserves amounted to 30.5 bcm.

As part of the Gydan Peninsula study in
2019, the interpretation of 3D seismic
surveys of the Minkhovsky licence

area confirmed the field potential and
verified the location of prospecting and
exploration wells. Drilling preparations
are currently underway. A new gas
cluster will be created based on the
Minkhovskoye field.

Increase in reserves - 243.9 mmt of oil
and gas condensate and 86.9 bcm
of gas

58 exploration wells with a 92%
success rate

4 new fields and 73 new deposits
with a total of 54 mmtoe
in AB1C1+B2C2 reserves

4.2 thousand sq km of 3D seismic
completed

In 2019, total reserves growth in
Eastern Siberia and the Far East was
101.2 mmt of oil and gas condensate
and 185.4 bcm of gas.

18 exploration wells were completed
and tested with a success rate of 94%.
2D seismic surveys of 1.8 thousand
linear km and 3D seismic surveys of

1.2 thousand sq km were completed.
One new field and seven new deposits
were discovered with a total of 9 mmtoe
in AB1C1+B2C2 reserves.

At Verkhnechonskneftegaz, testing of
eight exploration wells in licence areas

in the Katangsky district of the Irkutsk
Region confirmed the industrial oil and
gas bearing potential with an exploration
drilling success rate of 100%.

A wellin the Preobrazhensky licence
area, drilled near the Severo-
Danilovskoye and Lisovsky fields,
demonstrated a record flow rate

of 582 cub m per day of waterless
oil. The location of exploration wells
was selected based on advanced
technologies to process 2D and 3D
seismic data. All wells were drilled
using a fundamentally new geological
approach. Based on the testing results
of exploration wells, the Company
will soon submit a report to the State
Commission for Mineral Reserves to
record the new field reserves in the
State Register of Mineral Reserves.

Rosneft expanded the AB1C1 reserves
of the Verkhnechonskoye oil and

gas condensate field (within the
Verkhnechonsky licence area) by a total
of 51.8 mmt of oil and gas condensate
and 66.4 bcm of gas. This was possible
due to effective exploration, advanced

Strategy Operating
of the Company Results

data processing system, and application
of innovative technologies.

In 2019, we determined the location

of the first exploration wells in the
Khatanga cluster on the Taimyr
Peninsula based on the results of large-
scale seismic surveys conducted in 2018.

In the reporting year, the Company
obtained a licence for the Zapadno-
Irkinski licence area, along with the

major fields of the Vankor cluster.

In 2019, Rosneft continued drilling
multilateral exploration wells in the
Krasnoyarsk Territory to confirm
productivity of structurally complicated
carbonate and fissured reservoirs and
increase the deposit area. Using more
sophisticated wells in complex geological
conditions made it possible to achieve
the target reserves growth, update

the geological model, and eliminate
geological risks for production drilling.
The Company decided to roll out the
technology for structurally complicated
carbonate reservoirs in Eastern Siberia.

In the Tersko-Kamovsky licence area
(north-eastern section), the vertical
shaft of the appraisal well was drilled,
completed and tested in 2019. Testing
in the Riphean dolomite stratum
resulted in the oil rim discovery of
the Madrinskaya deposit, Block 1. The
obtained flow helps estimate the oil
bearing capacity of the Madrinskaya
block 1 as a whole, which potentially
allows the Company to register

39.7 mmt of oil in the B1C1+B2C2
reserves in the State Register of
Mineral Reserves. The drilling results
will increase the resource base of
Slavneft-Krasnoyarskneftegaz and
Vostsibneftegaz.
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Currently, the well is being sidetracked

subhorizontally to obtain more accurate

information on the extraction potential
of the area for subsequent drilling
through a grid of horizontal production
wells.

Increase in reserves — 101.2 mmt of oil
and gas condensate and 185.4 bcm
of gas

18 exploration wells with a 94 %
success rate

1 new field and 7 new deposits
with a total of 9 mmtoe in AB1C1+B2C2
reserves

2D seismic surveys of 1.8 thousand
linear km and 3D seismic surveys
of 1.2 thousand sq km were completed

In 2019, reserves in the Volga-Urals
Region, Timan-Pechora, and Southern
Russia increased by a total of 77.9 mmt

of oil and gas condensate and 7.8 bcm of
gas. 67 wells were completed and tested,
with a success rate of 84%. 3D seismic
surveys totalled 3.6 thousand sg km, while
2D seismic surveys totalled 0.8 thousand
linear km. 17 fields and 177 new deposits
were discovered with a total of 282 mmtoe
in AB1C1+B2C2 reserves.

In the Samara Region, the Company
continued exploration of Domanic deposits
for siliceous limestones. At the Leshchevsky
and Neprikovsky licence areas, three pilot
wells were drilled and completed, with

one of them completed and tested. The
Company plans to drill additional wells to
prepare a conclusion on the commercial
potential of these deposits in the licence
areas in the Samara Region.

The new field discoveries were made
possible by the successful implementation
of the exploration programme by
Orenburgneft and Bashneft-Dobycha.
The Company discovered 15 fields and
123 new deposits. An important discovery
by Orenburgneft was the Zapadno-
Dolgovskoye field within the Buzuluk
subsoil area. Based on the drilling results
of appraisal well No. 444, the recoverable
B1C1+B2C2 reserves in the field are
estimated at 7.6 mmtoe.

Increase in reserves — 77.9 mmt of oil
and gas condensate and 7.8 bcm of gas

67 exploration wells with an 84% success
rate

17 new fields and 177 new deposits
with a total of 282 mmtoe in AB1C1+B2C2
reserves

2D seismic surveys of 800 linear km
and 3D seismic surveys of 3.6 thousand
sq km were completed
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Production of Liquid Hydrocarbons

The Company produced 4.67 mmb
per day (230.2 mmtpa, 81% of total
hydrocarbon production), flat year-on-
year. This was achieved despite such
external restrictions as compliance
with the OPEC+ agreement along with
the temporarily limited oil acceptance
by Transneft's trunk pipelines. As

the Company achieved the planned
production in 2019, it greatly
contributed to Russia’'s new post-Soviet
oil production record (560.3 mmt).

24 December 2019 was marked by a
new milestone in Rosneft’s history, as
the Company produced its 2.5 billionth
tonne of liquid hydrocarbons.

The production drilling totalled
10.0 mIn m year-on-year with over
2.9 thousand wells commissioned. The

number of horizontal wells was up 1%
year-on-year, with a 9 p. p. increase -

to 57% of all new wells in commercial
operation. The production per horizontal
well was some 9 kt, up 11% year-on-year
or 2.4 times higher than per directional
well.

Rosneft is Russia’s leading petroleum
company in terms of launching new
high-margin projects. In 2019, the
Company's share in the total production
of liquid hydrocarbons as part of major
projects launched since 2016 totalled
18.9 mmt (384 kbpd), up 27% year-on-
year. At the same time, their share in the
total production of liquid hydrocarbons
increased by 8%.

Rosneft also gives high priority to
brownfield development: 2019 saw

RN-Yuganskneftegaz's largest asset

hit an all-time high in terms of daily
production with more than 198 kt per
day. Investment incentives helped

the Samotlor field to overcome the
trend of decline in production, which
previously demonstrated an average
annual decrease of 5%. In 2018-2019,
the Company reduced the production
decline to some 1%, reaching 18.4 mmt
at the year end. The production trend
changed greatly in RN-Nyaganneftegaz
with a production increase by 17%,
reaching around 7 mmt.

Innovative technologies for stable

production

Commissioning of new
wells

The Company's key driver for
maintaining stable levels of production
is the production drilling, which is
responsible for more than 8% of

the Company's crude oil and gas
condensate output.

Rosneft is focused on high-tech

wells: 57% out of the 2.9 thousand

wells commissioned in 2019 were
horizontal vs 48% in 2018. 986 new
horizontal wells drilled using multi-stage
hydraulic fracturing techniques were
commissioned, with their share reaching
34%. During the first year of operation,
the production per horizontal well was
some 9 kt, 11% year-on-year or 2.4 times
higher than per directional well.

Advanced planning, drilling, and
development technologies facilitated
new wells’ average annual flow rate
of 44.8 t per day, up 10.6% year-on-
year, and 19.6 mmt of incremental
production.

In 2019, RN-Yuganskneftegaz
commissioned more than 1 thousand
new wells producing over 6.5 mmt

and reached the five-years maximum
average annual flow rate of new wells
(39 t per day). These results were
attributable to innovative technologies
and streamlined development systems.
For example, the percentage of
horizontal wells in production drilling
increased by ca 50% (from 26% in 2018
t0 39% in 2019). In 2019, the Group
Subsidiary continued to pilot horizontal
drilling and completion technologies,
commissioned 35 wells with multi-stage
hydraulic fracturing and horizontal
sections of 1.3-1.6 km, and successfully
expanded the use of multilateral wells.

In 2019, Samotlorneftegaz
commissioned 383 new wells, which
resulted in 1.2 mmt of incremental

oil production. The Group Subsidiary
makes consistent efforts to pinpoint
hidden deposits at the Samotlor field,
including through the implementation
of its appraisal sidetracking and well
deepening programme. Due to these

efforts, 14 horizontal wells were
commissioned in Jurassic deposits (YuV1
formation) with an average initial oil flow
rate of 84 t per day, which is two times
higher than the average of the field's
new wells for the period.

Verkhnechonskneftegaz also succeeds in
implementing horizontal and multilateral
drilling. In 2019, the Group Subsidiary
commissioned 46 high-tech wells with
an average annual oil reserve increase
of 80 t per day (up 17% year-on-year).
The unique expertise gained when
developing complex collectors of the
Verkhnechonskoye field will be further
applied to drilling and developing new
licence areas in Eastern Siberia.

In 2019, RN-Uvatneftegaz continued
extensive drilling across the Uvat group
of fields. For optimising the development
of hard-to-recover reserves, the
subsidiary supports a consistent
transition to horizontal drilling with
multi-stage hydraulic fracturing (the
share of horizontal wells reached 71%
in 2019) with the average flow rate of
new wells up year-on-year, totalling 82 t
per day.

Varyeganneftegaz improved the
horizontal well design by raising the
number of multi-stage hydraulic
fracturing stages per well from five to
seven and optimised drilling locations,
reaching a five-years maximum annual
average flow rate of 40.9 t per day, up
21% year-on-year.

In 2019, Orenburgneft expanded its
horizontal drilling programme and
commissioned eleven horizontal wells,
including five with multi-stage acid
fracturing and two with multi-stage
proppant fracturing. These technologies
make such wells highly productive, with
horizontal wells having an initial flow
rate of 63.3 t per day, which is almost
1.5 times higher than the average for
production wells drilled in 2019 (46.7 t
per day).

Vostsibneftegaz commissioned

39 horizontal wells vs 21 wells in
2018. Due to the optimised strategy
of horizontal well placing and

2.9

thousand new wells
commissioned in 2019 of which
57% were horizontal

updated geological structure concept
of the Riphean formation in the
Yurubchenskaya deposit, new wells
produced the field's all-time highest
average oil flow rate of 186 t per day, up
21% year-on-year.

Multilateral wells

Multilateral wells are applied to improve
the recovery and reservoir penetration
quality for projects with high geological
complexity. This method of pay zone
penetration was successfully piloted
and implemented at the Company's
fields with 135 multilateral wells
commissioned in 2019, up 84%
year-on-year.

To increase well productivity and

scope of reserves under development,
RN-Yuganskneftegaz introduced
fishbone wells at the Moskovtsev and
Sorovskoye fields. The Group Subsidiary
commissioned seven wells with three
and four sidetracks. The average
increase in the initial flow rate was
+159% compared to horizontal wells
drilled in similar conditions.

In 2019, RN-Vankor commissioned
54 multilateral wells, a record number
for the Vankor cluster since the
beginning of its development, up 38%
year-on-year.

At the Srednebotuobinskoye field, Taas-
Yuryakh Neftegazodobycha drilled
the longest multilateral well having

15 horizontal sidetracks with a total
drilling length exceeding 10 km across

a pay zone. The subsidiary successfully
replicates this technology with

27 multilateral wells drilled at the field in
the reporting year.
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InfAll drilling The Vankor field has been successfully Taas-Yuryakh Neftegazodobycha Innovative approaches make RN-Nyaganneftegaz continues to anniversary. Under its supervision the

Along with drilling in new areas, the
Company conducts infill drilling to
augment production by transforming

and expanding the development system.

In 2019, RN-Yuganskneftegaz
continued its infill drilling programme
at the Priobskoye and Prirazlomnoye
fields and drilled 77 wells with an
average initial flow rate of 82.6 t per
day, including 42 horizontal wells drilled
using multi-stage hydraulic fracturing
techniques (five ports per well on
average). The Group Subsidiary has
plans to expand the programme at the
Priobskoye and Prirazlomnoye fields, as
well as implement similar programmes
at its other fields (Malobalykskoye,
Ombinskoye, and Vostochno-
Surgutskoye fields).

To maintain production and improve
the quality of reserves recovery at the
Samotlor field, Samotlorneftegaz
continues its infill drilling programme.
235 infill wells were commissioned in
2019 (65% of all wells commissioned at
the field). In addition, horizontal wells
with multi-stage hydraulic fracturing are
constructed.

implementing its infill drilling
programme. As at the end of 2019, the
incremental production attributable

to the commissioning of 41 new infill
wells totalled 910 kt. In harsh geological
conditions, advanced drilling and
horizontal well completion technologies
ensured an average flow rate of 136 t
per day, which is three times higher than
the average well flow rate across the
Company.

Tomskneft VNK pilots the
transformation of a Jurassic deposit
development system (YuV1 formation)
at the Krapivinskoye field. To enhance oll
recovery, infill horizontal wells are drilled
at the field, using multi-stage hydraulic
fracturing. In 2019, 18 wells of the kind
with an average flow rate of 28 t per day
were commissioned with new wells to
follow in future.

Use of inflow control device
in wells

To minimise the risks of early gas
blowout from the gas cap or underlying
water, the Company uses inflow control
devices to restrict fluid inflow to certain
horizontal well sections. In 2019,

successfully piloted inflow control
devices in horizontal and multilateral
wells at the Srednebotuobinskoye field.

In 2019, the Group Subsidiary continued
to use autonomous inflow control
devices and completion systems with
shiftable sleeves in horizontal wells

of SevKomNeftegaz (joint project
with Norway's Equinor) as part of pilot
development of PK1 formation at the
Severo-Komsomolskoye field. The

pilot development also involved the
commissioning of 28 wells, including 25
with inflow control devices.

Sidetracking

For increasing production and achieving
target oil recovery factor, the Company
carries out sidetracking operations in
existing wells. In 2019, such operations
covered 1.3 thousand wells, up 3.5%
year-on-year, resulting in an incremental
production of 3.3 mmt of crude oil.
Improving the design of sidetracks due
to increasing the share of horizontal
drilling to 71% vs 68% in 2018 helped to
maintain the average well flow rate after
well workover by sidetracking at the level
of 2018.

sidetracking effective for brownfields.
Horizontal sidetracks enable extraction
from formation intervals that have not
been reached by previously drilled
directional wells.

At RN-Yuganskneftegaz's fields

394 sidetracking operations were carried
out in 2019, including 298 sidetracks
with horizontal completion. The active
application of horizontal sidetracks at
mature fields, for example in Cretaceous
formations of the Mamontovskoye and
Ust-Balykskoye fields, results in high
initial oil flow rates of up to 300 t per
day, though these fields have a more
than fifty-year history of development.
Due to the use of advanced
technologies, the average annual well
flow rate totalled 22.9 t per day, up 8%
year-on-year.

In 2019, Samotlorneftegaz
commissioned 424 wells following a
workover by sidetracking, a record
number for the whole Company. It is
also a five-year high for the subsidiary,
up 14% year-on-year. These measures
resulted in an additional crude oil
production of 0.8 mmt, up 30%
year-on-year.

pilot and implement the technology

of horizontal sidetracking with MSHF
and liner packer systems. Following

the programme roll-out in the Talinsky
licence area (YuK2-9), 14 wells were
commissioned with an average initial
flow rate of 27.9 t. In 2020-2024, the
subsidiary plans to use similar technique
for drilling 100 wells that are expected
to produce 1.8 mmt.

Horizontal drilling also has a noticeable
effect from well workover in one of
Russia’s oldest oil-producing regions,
the Island of Sakhalin. Following

the drilling of horizontal sidetracks

to increase well productivity, RN-
Sakhalinmorneftegaz's doubled its
incremental production resulting from
these operations as compared to 2018.
In the next five years, the subsidiary
intends to replicate this approach across
its assets. For eleven fields, it will be the
first well workover with sidetracking.

Drilling geological support
centre

In 2019, Rosneft's drilling geological
support centre, the first in the Russian
oil and gas industry, celebrated its 10th

Company drilled over 11 thousand
horizontal wells and horizontal
sidetracks. To improve employees’
professional skills, Rosneft held

its first geosteering championship
(championship in geological support

of high-tech horizontal drilling).

20 subsidiaries of the Company joined
the event to compete in the virtual
“drilling” of three horizontal wells with
different difficulty levels and penetrate
an oil reservoir as far as possible. All the
participants did their best to cope with
the task and gain unique experience in
supporting horizontal drilling in different
real geological environments across the
Company’s footprint.

Well interventions

for incremental (besides
new well commissioning
and sidetracking)

and recovered production

In line with its approved strategy, the
Company keeps improving the efficiency
of its well interventions. In 2019, the
Company increased the number of well
interventions for incremental production
(besides drilling) to 4,913, up 9.6%
year-on-year. The well interventions
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translated into 5.7 mmt of incremental
oil and gas condensate production (up
3.8% year-on-year).

The growth of well interventions in 2019
was mainly attributable to an increase
in the number of hydraulic fracturing
jobs to 2,657, up 20.6% year-on-year. In
2019, the incremental production due
to hydraulic fracturing was 3.4 mmt, up
17.5% year-on-year.

RN-Yuganskneftegaz, Bashneft-
Dobycha, and Samotlorneftegaz are

the Group Subsidiaries with the most
noticeable hydraulic fracturing growth
in 2019. In 2019, RN-Yuganskneftegaz
carried out 907 hydraulic fracturing
jobs, up 31.8% year-on-year, with an
incremental production of 1,465 kt, up
27.3% year-on-year, hitting a seven-
year high. For the first time over the last
four years, Bashneft-Dobycha carried
out 640 hydraulic fracturing jobs, up
23.4% year-on-year, with an incremental
production of 570 kt, up 37.4% year-
on-year. Udmurtneft, Samaraneftegaz,
and RN-Severnaya Neft, among others,
actively deploy acid and proppant
fracturing techniques in carbonate
formations of their fields.

Over 10 thousand well interventions
were performed in 2019, resulting in a
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recovered production of 12.2 mmt. The
production per well attributable to basic
production recovery was up 9.8% year-
on-year, from 1,055 to 1,158 t per well.

The key production recovery efforts
include bottom-hole zone treatment and
well optimisation.

In 2019, the number of bottom-hole
zone treatment and well optimisation
operations hit a seven-year high. More
specifically, the Company performed
4,168 bottom-hole zone treatment
operations (up 13.3% year-on-year) with
a total production recovery of 3,233 kt
(up 25.3% year-on-year) and 4,042 well
optimisation operations (up 12.4% year-
on-year) with a total production recovery
of 6,405 kt (up 20.7% year-on-year).

The Company enhanced the use

of physical and chemical methods

of enhanced oil recovery by a half
compared to 2018. This included five
pilot projects involving the technology.
Samotlorneftegaz piloted sediment
generating agents and gellants, which
had previously proved to be efficient, in
its three new projects. The injection of
cross-linked polymer composition was
successfully piloted at the Suzunskoye
field. Samaraneftegaz used a Russian-
made innovative polymer composition,

which resulted in a quadrupled increase
in technological performance compared
to compositions used previously.

For the first time in Russia, Group
Subsidiaries operating in the Volga-Urals
Region deployed the proppant hydraulic
fracturing technology using acid gel to
deliver the acid to a significant distance
from the borehole for creating a set of
fractures and fixing them with proppant
in a carbonate formation. Following
successful piloting of the technology

in directional wells, Orenburgneft
effectively drilled carbonate Devonian
deposits (initial flow rates exceeded

100 t per day). After testing the
technology, Udmurtneft prepared areas
for horizontal drilling with multi-stage
acid and proppant hydraulic fracturing.
Bashneft-Dobycha started to apply acid-
gel hydraulic fracturing at Bashneft-
Dobycha's fields.

In 2019, the Company continued its
multi-stage hydraulic refracturing
operations in previously drilled
horizontal wells to increase the
performance of low-permeability
structurally complicated pay zones. For
example, RN-Yuganskneftegaz carried
out 23 jobs of the kind with an average
initial incremental oil rate of 25 t per day,
33% higher than the incremental rate in
directional wells.
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Overview of Production in Regions

of Operation

Western Siberia

Western Siberia is Rosneft's key oil-
producing region. In 2019, Western
Siberian assets increased oil and gas
condensate production by 1.8% year-
on-year, accounting for 60% of the
Company’s output. The Company's key
producing assets in Western Siberia

RN-Yuganskneftegaz is the Company's
largest asset operating 37 licence areas
with Rosneft as the subsoil user. The bulk
of proved reserves (80%) are concentrated
in the Priobskoye, Prirazlomnoye,
Mamontovskoye and Malobalykskoye
fields.

Despite the temporary limitations on oil
intake by Transneft's trunk pipelines, RN-
Yuganskneftegaz produced 69.5 mmt

in 2019, virtually flat year-on-year. July 2019
saw oil production of 198 kt per day, an
all-time high since 1964. This was partly
due to the 1.5x increase in the share of
horizontal wells (38% of all new wells in
2019).

37

licence areas

include RN-Yuganskneftegaz (30% of
Rosneft's total oil and gas condensate
production), Samotlorneftegaz (8% of
total), and RN-Uvatneftegaz (5% of total).

To enhance oil recovery at its fields in
Western Siberia, the Company has been
monitoring and streamlining its existing
development systems by switching
from conventional directional wells

to horizontal wells drilled using multi-
stage hydraulic fracturing techniques
(MSHF HW). This technology significantly
increases the well productivity rate

and the scope of reserves under

RN-Yuganskneftegaz ensures stable
production both by drilling new wells
and performing well interventions for
incremental oil production and by
maintaining and enhancing its basic
production.

The drilling efforts resulted in a number of
industry records, including the first-ever
two-string horizontal multilateral well with
multiple branches built using the Fishbones
stimulation technology. The total length

of the well is 5,234 m, with the horizontal
wellbore at 2,161 m. The initial oil flow rate
exceeded 600 t per day, which is several
times higher compared to the neighbouring
standard horizontal wells. On top of that,
RN-Yuganskneftegaz set another industry
record for the fastest two-string horizontal
well construction. It took merely 7.44 days
to drill such a well at the Salymskoye field, a

2.4.

of cumulative crude
oil production since
commencement date

80

of proved reserves concen-
trated in the Priobskoye,
Prirazlomnoye, Mamontovskoye
and Malobalykskoye fields

development, while also reducing the
well stock and enhancing the project
economics. The Company massively
leverages MSHF HWs at its mature assets
in Western Siberia.

New projects are also underway, with the
Russkoye field and the Erginsky cluster
standing out as the largest plays.

Western Siberia is also a major gas-
producing region, with natural gas
production reaching 47 bcm in 2019.

20% improvement over the previous record.
At the same time, the commercial drilling rate
exceeded 14 thousand m per rig per month.

RN-Yuganskneftegaz made significant
progress in enhancing the efficiency of
well interventions with hydraulic fracturing,
which resulted in 1.5 mmt of incremental
production (up 27.3% year-on-year). This
was achieved by streamlining hydraulic
fracturing models, better use of downhole
pumping equipment, introducing new
software modules and modelling tools
(geomechanical modelling under varying
stress, proxy modelling, deployment of
Eurasia's first-ever domestic hydraulic
fracturing simulator, RN-GRID), and
improvements in the reservoir flooding
system.

1 9 8 kt of oil per day

all-time high production rate
since 1964 recorded in July 2019

69.5...

of liquid hydrocarbons
produced in 2019
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Samotlorneftegaz operates nine

licence areas (including eight licence
areas as the subsoil user). Over 98%

of Samotlorneftegaz's proved reserves
are concentrated within the Samotlor
field, one of the largest in the world.
Commercial production at the Samotlor
field began in 1969 and peaked at over
150 mmtpa in the 1980s.

9

licence areas

RN-Uvatneftegaz operates 20 licence
areas (including 19 licence areas

as the subsoil user) in the Tyumen
Region, Omsk Region, and the Khanty-
Mansi Autonomous Area - Yugra. The
bulk of proved reserves (ca. 70%) are
currently concentrated in the Ust-
Tegusskoye, Zapadno-Epasskoye,
Urnenskoye, Severo-Tyamkinskoye,

20

licence areas in the Tyumen
Region, Omsk Region,

and the Khanty-Mansi
Autonomous Area - Yugra
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In 2019, it produced 24.5 mmtoe of
hydrocarbons, with the output of liquid
hydrocarbons standing at 19.5 mmt
(including the Lodochnoye field).

The Samotlor field relies on government
support to continue drilling new wells
and performing well interventions.

The incentives put in place in 2018-
2019 helped overcome the decline in
production, which had demonstrated
an average annual decrease of 5% up

>98..

of proved reserves concentrated
within the Samotlor field

Severo-Tamarginskoye and
Protozanovskoye fields, which are
being developed as part of the Eastern
Development Centre.

In 2019, RN-Uvatneftegaz produced
10.6 mmtoe of hydrocarbons, including
10.3 mmt of liquid hydrocarbons. It has
been maintaining a plateau of ca.10
mmtpa liquid hydrocarbons for six years
already.

70

of proved reserves concentrated
in the Ust-Tegusskoye, Zapadno-
Epasskoye, Urnenskoye,
Severo-Tyamkinskoye,
Severo-Tamarginskoye

and Protozanovskoye fields

to 2018.1n 2018-2019, the Company
brought down the annual rate of
production decline to ca. 1%.

The well interventions at
Samotlorneftegaz translated into

2.5 mmt of incremental production (up
5.6% year-on-year).

24.5 ..

of hydrocarbons produced
in 2019, including 19.5 mmt
of liquid hydrocarbons

In 2019, RN-Uvatneftegaz also marked
a new milestone with 100 mmt of oil
produced since the commencement of
the Uvat project.

In 2019, RN-Uvatneftegaz increased
well interventions for incremental oil
production (excluding drilling) by 49%
year-on-year and enhanced incremental
production by 8.5% to 2.9 kt per well.

10.6 ..

of hydrocarbons produced
in 2019, including 10.3 mmt
of liquid hydrocarbons

Strategy Operating
of the Company Results

Varyeganneftegaz operates 18 licence
areas (including five licence areas as
the subsoil user) in the Khanty-Mansi
Autonomous Area - Yugra. The bulk
of proved reserves (over 80%) are
concentrated in the Verkhnekolik-
Eganskoye, Severo-Khokhryakovskoye,
Van-Eganskoye, Khokhryakovskoye,
Orekhovo-Ermakovskoye and Severo-
Varyeganskoye fields.

18

licence areas

RN-Nyaganneftegaz operates four
licence areas (including three licence
areas as the subsoil user) in the Khanty-
Mansi Autonomous Area - Yugra. The
bulk of proved reserves (over 99%) are
concentrated in the Krasnoleninskoye
field, including the Kamenny (western
part), Em-Egovsky + Palyanovsky and
Talinsky areas.

4

licence areas
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In 2019, Varyeganneftegaz produced

9.7 mmtoe of hydrocarbons, including
6.3 mmt of liquid hydrocarbons (up 5.8%
year-on-year).

Varyeganneftegaz successfully
completed pilot tests on horizontal
wells using a combination string

drilling technology. This innovative
approach facilitates well construction
by eliminating a number of extra
operations to accelerate the drilling rate
and enhance the project economics.

>99..

of proved reserves concentrated
in the Verkhnekolik-Eganskoye,
Severo-Khokhryakovskoye,
Van-Eganskoye,
Khokhryakovskoye, Orekhovo-
Ermakovskoye and Severo-
Varyeganskoye fields

In 2019, RN-Nyaganneftegaz produced
8.7 mmtoe of hydrocarbons, including
6.9 mmt of liquid hydrocarbons (up
17.6% year-on-year). The growth was
driven by a range of initiatives, in
particular, intensified development

of hard-to recover reserves at the
Krasnoleninskoye field, with the
production volumes for this type of
reserves increasing by 21% year-on-year.

80.

of proved reserves concentrated
in the Krasnoleninskoye field

The tests resulted in a nearly twofold
increase in the drilling rate. It took

12.7 days to drill three combination
string horizontal wells vs the average
of 22 days required to drill similar wells
using the conventional process.

Varyeganneftegaz increased well
interventions for incremental oil
production (excluding production drilling
and sidetracking) by 19% to 138 and
enhanced incremental production by
38% from 899 to over 1 kt per well.

9.7 e

of hydrocarbons produced
in 2019, including 6.3 mmt
of liquid hydrocarbons

In 2019, RN-Nyaganneftegaz
commissioned 197 new wells (up 4.8%
year-on-year). RN-Nyaganneftegaz
increased well interventions for
incremental oil production, including
drilling new wells and sidetracking, by
10% year-on-year, which resulted in

1 mmt of incremental production.

8.7 rtoe

of hydrocarbons produced
in 2019, including 6.9 mmt
of liquid hydrocarbons
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Eastern Siberia and the Far East (Onshore)

RN-Vankor operates the development
project for the Vankor cluster fields,
including the Vankor (the largest
discovery in the last 20 years),
Suzunskoye, Tagulskoye and Lodochnoye
fields located in the Turukhansky and
Taymyrsky municipal districts in the
Krasnoyarsk Territory's north.

In 2019, the Vankor cluster' produced
23.2 mmtoe of hydrocarbons, including
18.2 mmt of liquid hydrocarbons.

Since the commencement of
commercial production at the Vankor
field in August 2009, cumulative oil

and gas condensate production has
exceeded 183 mmt on the back of a well
intervention programme covering the

Verkhnechonskneftegaz explores and
develops the Verkhnechonskoye oil
and gas condensate field. Located

in the Irkutsk Region, the field is the
second largest in Eastern Siberia.
Verkhnechonskneftegaz also operates
12 Rosneft licence areas throughout
the Irkutsk Region and the Krasnoyarsk
Territory.

In 2019, it produced 8.8 mmtoe of
hydrocarbons, including 7.8 mmt

of liquid hydrocarbons. The
Verkhnechonskoye field is being
developed using advanced technologies.
There are also ongoing initiatives

to streamline well construction and
completion practices, monitor pay

! Excluding the Lodochnoye field
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The Company continues to expand its
operations in Eastern Siberia and the Far
East. In 2019, these regions produced
41.5 mmtoe of hydrocarbons, including
35.1 mmt of liquid hydrocarbons. The
bulk of production comes from the
Vankor cluster fields* (52% of total

existing wells and the commitment to
drill new wells.

RN-Vankor leverages horizontal wells

to develop the Vankor field. In 2019, it
commissioned 41 new wells (up 7.9%
year-on-year) which produced 0.9 mmt
of oil and gas condensate. RN-Vankor
increasingly relies on sidetracking, having
drilled a total of 41 sidetracks in 2019,
which resulted in 204 kt of incremental oil
and gas condensate production.

RN-Vankor continues to drill production
wells and build top-priority facilities and
infrastructure at new fields of the Vankor
cluster.

zone performance, and optimise
operation of infrastructure facilities.
The average annual flow rate across
new wells reached 80 t per day, up 17%
year-on-year.

In May 2019, Verkhnechonskneftegaz
started injecting gas into the
Preobrazhensky horizon as part of its
efforts to select an agent for reservoir
pressure maintenance. It continues
with well testing to monitor formation
pressure dynamics at adjacent
observation wells in order to assess
post-injection effects. The test results
will be produced as early as in 2020.

production in these regions) and
Verkhnechonskneftegaz (22% of total)'.

In 2019, new projects developed by
Vostsibneftegaz and Taas-Yuryakh
Neftegazodobycha helped increase
production by more than 1.5 times
year-on-year.

183

of cumulative production
since 2009

23 mmtoe

of hydrocarbons produced
in 2019, including 18.2 mmt
of liquid hydrocarbons

8.8 rree

of hydrocarbons produced
in 2019, including 7.8 mmt
of liquid hydrocarbons
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East Siberian Oil and Gas Company
operates five licence areas (including
two licence areas as the subsoil user) in
the Krasnoyarsk Territory. The company
is currently running a project to develop
an expanded high-priority area of the
Yurubcheno-Tokhomskoye field, located
in the Evenki District of the Krasnoyarsk
Territory.

In 2019, East Siberian Oil and Gas
Company increased its oil production by
1.8 times year-on-year to over 4.1 mmt.

Taas-Yuryakh Neftegazodobycha
operates 10 licence areas (including
two licence areas as the subsoil user) in
the Republic of Sakha (Yakutia).

Taas-Yuryakh Neftegazodobycha

is currently developing the Central
Block and the Kurungsky licence area
of the Srednebotuobinskoye oil and
gas condensate field, which is one of
Rosneft's top-3 assets in the Eastern
Siberian oil cluster.

In 2019, Taas-Yuryakh
Neftegazodobycha increased its
production of liquid hydrocarbons
by 1.4 times to 4 mmt. The growth
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Since the start of development at the
Yurubcheno-Tokhomskoye field, one of
the largest in the Krasnoyarsk Territory,
its cumulative production has exceeded
8 mmt.

Vostsibneftegaz uses innovations to
increase exposure to deposits within the
pay zone and enhance the oil recovery
rate. Rosneft views the techniques and
approaches it tried and tested at the
Yurubcheno-Tokhomskoye field as its
core solutions, planning to roll them out
to other projects.

was driven by expansion of the
company's production capacity under
Phase 2 development programme

and commissioning of a high-pressure
pipeline to transport crude oil from the
Srednebotuobinskoye field.

Taas-Yuryakh Neftegazodobycha
continues to build infrastructure and
on-site facilities and to drill horizontal
and multilateral wells, including using
Fishbones stimulation technology.

In December 2019, Taas-Yuryakh
Neftegazodobycha drilled a 12,792 m
long multilateral well with a record
10,310 m long section in the pay zone.

4.1

of liquid hydrocarbons
produced in 2019

4 mmt

of liquid hydrocarbons
produced in 2019
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Volga-Urals Region

Bashneft-Dobycha operates 261 licence
areas (with Bashneft as the subsoil

user) located in the Republics of
Bashkortostan and Tatarstan, the
Orenburg Region, and the Khanty-

Mansi Autonomous Area - Yugra. More
than 50% of its proved reserves are
concentrated in six major fields, including
the Arlanskoye, Yugomashevskoye and
Tuimazinskoye fields.

In 2019, Bashneft-Dobycha produced
16.7 mmtoe of hydrocarbons, including
16.3 mmt of liquid hydrocarbons.

Bashneft-Dobycha performs high-
impact well interventions and drills
new wells to maintain robust oil
production at its mature fields. In
2019, Bashneft-Dobycha completed

In 2019, this region produced

48.2 mmtoe of hydrocarbons (including
46.4 mmt of liquid hydrocarbons),
accounting for 20% of Rosneft's total
output. The Company's key producing
assets include Bashneft-Dobycha,
Orenburgneft, Samaraneftegaz and
Udmurtneft.

1,272 well interventions (up 5.6% year-
on-year), including drilling new wells
and sidetracking, with incremental
production increasing by 41 t per well.

Bashneft-Dobycha is stepping

up production drilling. In 2019, it
commissioned 114 new wells (vs 106 wells
in 2018) with plans underway to increase
the annual commissioning rate going
forward. Bashneft-Dobycha implemented
a multi-stage hydraulic fracturing
technology for horizontal drilling, including
acid and proppant fracturing techniques
using polymer-free fluids, to get the most
out of new wells and sidetracks. The
company also seeks to achieve a higher
quality and shorten the time of well
construction by implementing advanced
logging technologies in the drilling process
and equipping well liners with burst port
systems (BPS).

261

licence areas

>50

of proved reserves concentrated
in six major felds, including

the Arlanskoye, Yugomashevskoye
and Tuimazinskoye fields

16.7 e

of hydrocarbons produced
in 2019, including 16.3 mmt
of liquid hydrocarbons

o P e e —
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Orenburgneft operates 133 licence
areas (including 131 licence areas as the
subsoil user) in the Orenburg, Saratov
and Samara Regions. More than 50%

of its proved reserves are concentrated
in 10 major fields, including the
Rostashinskoye, Sorochinsko-Nikolskoye,
Garshinskoye and Pokrovskoye fields.

In 2019, Orenburgneft produced

15.5 mmtoe of hydrocarbons, including
14.5 mmt of liquid hydrocarbons. To
maintain production, the company
focuses on advanced well intervention
techniqgues and improvements in well

Samaraneftegaz runs 169 licence
areas (including one licence area as
the operator) located in the Samara
Region. More than 50% of its proved
reserves are concentrated in 12 major
fields, including the Barinovsko-
Lebyazhinskoye, Kuleshovskoye,
Mukhanovskoye, Mikhailovsko-
Kokhanskoye and Borovskoye fields.
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operations and reservoir pressure
maintenance.

In 2019, Orenburgneft increased

well interventions for incremental oil
production (excluding drilling) by 10%
year-on-year to 365, which resulted in
0.7 mmt of incremental production.

Orenburgneft drilled its first-ever 1 km
long MSHF HW targeting the Devonian
deposits with an initial oil flow rate of
ca. 100 t per day. It also performed tests
on gas formations and commissioned
seven wells with flow rates of up to

12 thousand cub m per day.

In 2019, Samaraneftegaz increased its
production of hydrocarbons by 3.8%
year-on-year to 13.0 mmtoe, including
12.6 mmt of liquid hydrocarbons. The
growth was mainly driven by higher
basic production (up 4.5% year-on-year)
with an average oil flow rate reaching
9.3 t per day. On 8 March 2019, the
company’s production reached 34.6 kt
per day, an all-time high over the past
15 years.

133

licence areas

>350

of proved reserves concentrated
in 10 major felds, including

the Rostashinskoye, Sorochinsko-
Nikolskoye, Garshinskoye

and Pokrovskoye fields

15.5 e

of hydrocarbons produced
in 2019, including 14.5 mmt
of liquid hydrocarbons

169

licence areas

>350

of proved reserves concentrated

in 12 major fields, including

the Barinovsko-Lebyazhinskoye,
Kuleshovskoye, Mukhanovskoye,
Mikhailovsko-Kokhanskoye

and Borovskoye fields

13 e

of hydrocarbons produced
in 2019, including 12.6 mmt
of liquid hydrocarbons
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Southern Russia

RN-Krasnodarneftegaz

RN-Krasnodarneftegaz operates

30 licence areas (with Rosneft as

the subsoil user) in the Krasnodar
Territory, the oldest oil producing
region in European Russia. The bulk
of proved reserves are concentrated
in the Anastasievsko-Troitskoye and
Mechetsko-Chernoyerkovskoye fields.

RN-Stavropolneftegaz

RN-Stavropolneftegaz operates

36 licence areas (with Rosneft as the
subsoil user) in the Stavropol Territory.
The bulk of proved reserves (70%)

are concentrated in the Velichaevsko-
Kolodeznoye, Zimne-Stavkinsko-
Pravoberezhnoye, Achikulakskoye and
Urozhaynenskoye fields.

In 2019, RN-Stavropolneftegaz produced
0.8 mmtoe of hydrocarbons, including
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Rosneft's assets in the Southern Federal District of Russia include RN-
Krasnodarneftegaz, RN Stavropolneftegaz, Grozneftegaz, Dagneftegaz, Rosneft-

Dagneft, RN-Ingushneft and several others.

In 2019, RN-Krasnodarneftegaz
produced 2.1 mmtoe of hydrocarbons,
including 0.7 mmt of liquid
hydrocarbons. To maintain production,
the company develops weakly drained
reserves by drilling new wells and
sidetracks.

0.7 mmt of liquid hydrocarbons.

The company focused on improved
well management and production
recovery initiatives, bringing down the
rate of basic production decline by
0.6% year-on-year. Since 2012, RN-
Stavropolneftegaz has been developing
weakly drained reserves in the Jurassic
formations by drilling new wells while
also proceeding with its prospecting and
appraisal efforts.

2.1 e

of hydrocarbons produced
in 2019, including 0.7 mmt
of liquid hydrocarbons.

0 ° 8 mmtoe

of hydrocarbons produced
in 2019, including 0.7 mmt
of liquid hydrocarbons.
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Timan-Pechora Province

O
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RN-Severnaya Neft

RN-Severnaya Neft, Rosneft's key
producing asset in the Timan-Pechora
Province, operates 20 licence areas
(with Rosneft and RN-Nyaganneftegaz
as the subsoil users) in the Republic

of Komi and the Nenets Autonomous
Area. The bulk of proved reserves
(70%) are concentrated in five fields,
including the Labaganskoye, Naulskoye,
Khasyreyskoye, Srednemakarikhinskoye
and Cherpayuskoye fields.

In 2019, RN-Severnaya Neft produced
2.8 mmtoe of hydrocarbons, including
2.7 mmt of liquid hydrocarbons.

Bashneft-Polyus

Bashneft-Polyus operates a
development project covering the Trebs
and Titov fields located in the Nenets
Autonomous Area.

In 2019, RN-Severnaya Neft drilled and
commissioned 10 multilateral wells with
an average initial flow rate of 55 t per
day, which is two times higher than that
of similar horizontal wells. The share of
multilateral wells amounted to 20% of all
new wells in 2019 (vs 8% in 2018).

RN-Severnaya Neft continues hydraulic
fracturing operations on previously
drilled wells (12 operations in 2019

vs 2 in 2018). The average initial flow
rate amounted to 18.3 t per day, which
resulted in 29.8 kt of incremental
production.

In 2019, it produced 1.2 mmtoe of
hydrocarbons (up 2.2% year-on-year).
Bashneft-Polyus commissioned 23 new
wells (2.3x increase year-on-year) with
the average initial flow rate rising by 27%
to 195 t per day. In 2019, it also started
production drilling at the Obsedinskaya
area of the Trebs field.

RN-Severnaya Neft was ramping up

its squeeze cementing efforts with

17 operations to inject visco-elastic mud
into production wells (vs 2 in 2018),
which translated into 20 kt of recovered
production.

In March 2019, the Labaganskoye

field commissioned a modular cluster
pumping station as the final step
towards completion of the reservoir
pressure maintenance system. In 2019,
voidage replacement amounted to
115%.

Bashneft-Polyus successfully ran pilot
tests, including three drilling operations
using a 323.9 mm wide casing string

in the 45-512 m interval and two
controlled pressure drilling operations.
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Development of Hard-to-Recover Reserves

The Company's portfolio of assets with
hard-to-recover reserves currently
consists of more than 140 fields with
2.9 bt of oil in recoverable reserves. RN-
Yuganskneftegaz is Rosneft's key asset of
this type boasting over 1 bt of hard-to-
recover reserves. It is followed by such
major players as RN-Nyaganneftegaz,
Verkhnechonskneftegaz, RN-
Uvatneftegaz and Kondaneft, which
together with RN-Yuganskneftegaz
account for over 80% of the Company’s
resource base.

In 2019, the Company added over

260 mmt to its hard-to-recover reserves,
a more than sixfold increase year-on-
year. The growth was driven by an
extensive exploration programme which
helped obtain detailed information
about formations with low-permeability
reservoirs. Successful completion of
exploration and pilot development
programmes at Rosneft's licence areas
in the Samara Region was among the
key contributors to the increase.

The Company consistently develops

its hard-to-recover oil reserves. Oil
production from deposits classified as
hard-to-recover reserves under the
applicable laws rose by 12% year-on-
year to 20.9 mmt, more than a threefold
increase vs 2014. The share of hard-
to-recover reserves rose from 8.4% of
the Company's output in 2018 to 9.2%
in 2019. In 2019, Rosneft increased the
number of production wells at fields with
hard-to-recover reserves by 20% year-
on-year to 4 thousand wells.

The Company's recoverable reserves of
high-viscosity oil in Russia exceed 0.6 bt,
including more than 0.4 bt concentrated
within the Russkoye field, a unique
asset in terms of its resource base size.
Compared to 2018, Rosneft doubled its
production of high-viscosity oil reaching
1 mmtin 2019. Put on stream in the
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fourth quarter 2019, the Russkoye field
became the key growth driver.

With a view to doubling production from
hard-to-recover reserves in 2017-2022,
the Company continued to improve its
development technologies, focusing

on well stimulation at low-permeability
formations, in particular using more
sophisticated and longer horizontal
wells with a higher number of hydraulic
fracturing stages. In 2019, Rosneft
drilled over 110 wells at fields with hard-
to-recover reserves using multi-stage
hydraulic fracturing techniques, with
horizontal sections exceeding 1 km (up
10% year-on-year). The use of longer
horizontal wells with a higher number
of hydraulic fracturing stages enables
the Company to effectively develop
previously unprofitable deposits.

Based on the current forecast, the bulk
of subsidised production from hard-to-
recover reserves will be concentrated
in the Western Siberian fields with
low-permeability formations of the
Tyumen suite and the Achimov deposits.
Beyond 2022, though, oil production
from hard-to-recover reserves will
largely depend on elimination of
geological and engineering uncertainties
related to appraisal and the choice of
best development solutions. To this
end, the Company implements an
exploration programme coupled with
pilot projects aiming to develop low-
permeability formations, the Bazhenov
suite and high-viscosity oil deposits as
part of the Target Innovative Projects
which will help develop an additional
1.6 bt of recoverable reserves. Target
Innovative Projects seek to develop
technologies to tackle silty sand
deposits (structurally complicated
undersaturated ultralow-permeability
reservoirs), to bring Bazhenov and
Domanic shale plays into production,
to introduce thermal recovery methods

20.9...

of hydrocarbon production
from hard-to recover reserves
in 2019

209 bt

of total recoverable reserves
in the hard-to-recover
category at 140 fields

006 bt

of high-viscosity oil
in recoverable reserves
in Russia

fit for ultrahigh-viscosity oil fields in the
Samara Region, and to develop high-
viscosity oil reserves of the Pokurskaya
suite formations in Western Siberia.

In 2019, the Company drilled six
horizontal wells along with 11 directional
wells and sidetracks as part of the
Bazhen pilot development programme.
RN-Yuganskneftegaz performed a nine-
stage hydraulic fracturing operation on
the Salymskoye field's well 921g with

a 950 m long horizontal wellbore. The
initial flow rate amounted to ca. 60 t
per day, on par with international

best practices for similar formations.
The Company intends to continue
exploration and multi-stage hydraulic
fracturing operations at the Bazhenov
suite in 2020.
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Progress on the Programme to Increase APG Utilisation Rates

In 2019, the APG utilisation rate for
mature assets, excluding greenfield
projects and fields under development
where gas infrastructure is yet to be
erected, reached 93.8%, up 1.0% year-
on-year. If greenfield projects at early
stages of development are excluded, the
APG utilisation rate stands at 89.3%. If
fields under development and greenfield
projects at early stages of development
are included, the APG utilisation rate
amounts to 77.8%.

23 APG utilisation facilities were

completed in 2019, including:

= 18 MW gas turbine power plant
commissioned at Kondaneft's
Zapadno-Erginskoye field;

4.7 .

of APG produced in 2019

Maintaining APG utilisation rate at
the Vankor field at 98.8%. 2019 saw
30 becm of gas supplied to Gazprom
since April 2014

6.0...

of APG produced in 2019

Production rose by 2.4% year-on-year
on the back of higher APG supplies to
processing facilities. Maintaining APG
utilisation rate at the Samotlor field at
98.4%

= compressor station at the oil
treatment unit and vacuum

compressor station at the preliminary

water discharge facility of the
Dvurechenskoye field operated by
Tomskneft VNK;

= compressor station at the
Pravdinskoye field, low-stage
compressor station at the
preliminary water discharge facility
of booster pump station No. 4
of the Malobalykskoye field, and
low-stage compressor station at
the booster pump station with
a preliminary water discharge
facility at well pad 354 operated by
RN-Yuganskneftegaz.

2.9...

of APG produced in 2019

Maintaining APG utilisation rate at RN-
Purneftegaz at 99.2%

4.8...

of APG produced in 2019

A compressor station with an
annual capacity of 500 mmcm
commissioned at the Pravdinskoye
field

APG production in 2019

34.2...

Other facilities provide for APG
gathering, treatment and transportation.

In 2019, APG utilisation improvement
projects at Bashneft-Dobycha helped
achieve a 95% utilisation rate.

3.9un

of APG produced in 2019

Gas production rose by 2.7% year-on-
year on the back of higher gas supplies
to processing facilities

2.2...

of APG produced in 2019

Gas production rose by 21.4% year-on-
year on the back of well construction
and completion at the Em-Egovskoye
field and higher APG supplies to
processing facilities
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Greenfields Development

We keep actively developing our key projects, including the Tagulskoye,
Russkoye, Kuyumbinskoye, Srednebotuobinskoye, Suzunskoye, Lodochnoye,
Vostochno-Messoyakhskoye, Chaprovskoye, Kondinskoye, Yurubcheno-
Tokhomskoye, Severo-Komsomolskoye and Severo-Danilovskoye fields.

Erginsky Cluster

The Company continues making progress on its strategic project in the Khanty-
Mansi Autonomous Area - Yugra in a bid to develop the Erginsky cluster which
consists of five licence areas (Kondinsky, Zapadno-Erginsky, Erginsky, Chaprovsky

and Novoyendyrsky).

= In 2019, the Company continued
exploration and well tests at the
Erginsky cluster. Development
activities are ongoing at the Erginsky
licence area and the Chaprovskoye
field. As part of its efforts to develop
the cluster, Rosneft brought on
stream the Kondinskoye and
Zapadno-Erginskoye fields.

= Since the start of the project, the
Kondinskoye field (the core asset
of Kondaneft) has seen 4.6 mmt
of oil produced, 438 wells from
across 23 well pads commissioned,
and key infrastructure facilities
launched. Additional expansion of
the Malokondinskaya deposit area
was confirmed, which will help bring
new well pads into development.
Moreover, the annual capacity of the
central gathering facility was ramped
up to 2.8 mmt of crude oil and over
260 mmcm of natural gas, with
marketable oil transported to trunk
pipelines via a 68 km long feeder
pipeline.

60

= The Erginsky licence area saw
completion of the first-phase
3D seismic field work covering
532 sg km. The Company is now
processing the field data while also
gathering and interpreting geological
and geophysical data. Core sampling
was conducted at five production
wells. The Company retested wells
using hydraulic fracturing techniques
to confirm formation productivity.

= Production drilling started at
the Erginsky licence area, with
40 production wells drilled, including
25 horizontal wells. The Company
continues to construct well pads
and oil and gas shipment pipelines,
to fill feeder roads, and to erect
engineering facilities.

= In 2019, Rosneft commissioned
195 new wells and increased
production of liquid hydrocarbons
from the greenfields of the Erginsky
cluster by 74% to 2.8 mmt.

Production

of liquid hydrocarbons and gas
condensate at greenfields

in 2019

2 8 + +74%
° mmt

In 2019, the Company
commissioned

195

new wells across
the cluster

The Kondinskoye field

saw the annual capacity

of its central gathering facility
ramped up to

2.8

mmt of oil

>260

mmcm of gas

of the Company

Vankor cluster
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The Company continues to build up its Vankor clus-
ter leveraging the Vankor field, with the Suzunskoye
and Tagulskoye fields up and running. Rosneft is also
getting ready to launch the Lodochnoye field, thus
completing the cluster integration.

= In 2019, the Suzunskoye field
produced 2.8 mmt of liquid
hydrocarbons.

= Phase 2 of the Suzunskoye field
development is underway envisaging
the construction of gas facilities (gas
treatment unit with a compressor
station, the Suzun-Vankor interfield
gas pipeline, gas well pads).

= The Company commenced
construction of the Suzun-Vankor
interfield gas pipeline.

= Follow-up exploration is ongoing
on a new prospective target (Nkh-3
formation).

18.8 .

of liquid hydrocarbons produced
at the Vankor cluster in 2019
(including the Lodochnoye field)

25 wells

drilled in 2019,
including 11 multilateral wells

The Company started
developing reserves

of the field’s northern part,
with new wells boasting
an average flow rate of

>400. .0

Liquid hydrocarbons produced
in 2019

208 mmt
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Tagulskoye Field Development

= In 2019, the Tagulskoye field
produced 1.3 mmt of liquid
hydrocarbons.

= The Company launched a pipeline
connecting the field's oil treatment
unit to the Vankor-Purpe trunk
pipeline.

= Rosneft continues to build field

facilities, well pads, etc. The reservoir

pressure maintenance system is up
and running.

= The approved asset development
strategy provides for an exploration
programme aiming to bring
additional reserves into production,
including those of the Dolgan suite.

Lodochnoye Field Development
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In 2019, Rosneft drilled and completed
14 wells at the Lodochnoye field,
including five multilateral wells. In
2019, it produced 0.64 mmt of liquid

hydrocarbons hydrocarbon lead. Drilling
operations started to develop the largest

plays (reserves of the Yakovlev suite).
The Company continues production
drilling and infrastructure construction
to start up key field facilities.

The use of multilateral wells at the
Vankor cluster fields enhances the
drilling efficiency and boosts the initial
flow rate by 40-50%.

6 3 4+ +17%
wells

drilled in 2019,
including 30 multilateral wells

1 03 mmt

of liquid hydrocarbons
produced using mobile

oil treatment units

at the Tagulskoye field in 2019

14....

drilled in 2019,
including 5 multilateral wells

Liquid hydrocarbons produced

0.64...
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New Cluster Based on the Severo-Danilovskoye Field

The Company is working on its project to develop the Danilovsky oil and gas
production cluster which consists of four fields (Severo-Danilovskoye, Yuzhno-
Danilovskoye, Verkhneicherskoye and Lisovsky). The dense arrangement

of the license areas and the proximity of the Verkhnechosnkoye field will bring
meaningful synergies from shared use of the ground infrastructure.

As part of its pre-launch efforts on
the Severo-Danilovskoye field, the

95 wells on 10 well pads, a reservoir
pressure maintenance system, and

to connect the Severo-Danilovskoye
field and the Verkhnechosnkoye field to

Company is actively building well pads, other top-priority infrastructure facilities.  transport crude oil to oil treatment units
infield roads, and engineering facilities. The Company commenced construction and subsequently to trunk pipelines.
The field construction includes drilling of a 93 km long oil pipeline which is set

The Company continues to develop the to 2018, Rosneft nearly tripled its
Russkoye field. In 2019, it drilled and production of liquid hydrocarbons
completed 81 horizontal wells, including to 0.8 mmt in 2019. The Company
23 multilateral and multihole wells. A continues production drilling, getting
total of 279 wells have been drilled here, ready to launch the second phase of
including 49 multilateral wells. As part of the Zapolyarnoye metering station,

pilot tests on multilateral wells, Rosneft the oil pipeline connecting the central
conducted geological zoning to rank gathering facility and the Zapolyarnoye
complex wells to maximise the sweep metering station, as well as an innovative
efficiency at laminated heterogeneous project for self-sufficient preliminary

formations. Having launched the

Liquid hydrocarbons produced ~ Zapolyarnoye metering station, the
in 2019 Company started delivering crude oil

O 8 4 threefold increase  from the Russkoye field to Transneft's
°

water discharge unit.

trunk pipelines. It also commissioned

mmt an APG-fired power plant. Compared
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Development of an Expanded High-Priority Area at the Yurubcheno-Tokhomskoye Field

adm@zebra-group.ru

Liquid hydrocarbons produced
in 2019

4 1 1+ +76%
° mmt

Vostsibneftegaz is running a project

to develop an expanded high-priority
area at the Yurubcheno-Tokhomskoye
field, located in the Evenki District of the
Krasnoyarsk Territory.

The choice of best development
solutions coupled with quick
construction of production facilities and
advanced drilling technologies helped
Vostsibneftegaz increase its production
of liquid hydrocarbons by 76% year-on-
year to 4.1 mmtin 2019.

Vostsibneftegaz uses innovations to
increase exposure to deposits within the
pay zone and enhance the oil recovery
rate. Rosneft views the techniques and
approaches it tried and tested at the
Yurubcheno-Tokhomskoye field as its
core solutions, planning to roll them out
to other projects.

Srednebotuobinskoye Field Development

Liquid hydrocarbons produced
in 2019

4 0 ++37%
° mmt
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Taas-Yuryakh Neftegazodobycha is
developing the Central Block and

the Kurungsky licence area of the
Srednebotuobinskoye oil and gas
condensate field, which is one of
Rosneft's top-3 assets in Eastern Siberia.

In 2019, production of

liquid hydrocarbons at the
Srednebotuobinskoye field increased

by 1.4 times year-on-year to 4 mmt.

The growth was driven by the extensive
use of horizontal and multilateral wells,
including those leveraging the Fishbones
stimulation technology. Multilateral wells
proved to be successful in 2019 and the
Company decided to roll them out with a
view to developing under-gas-cap zones.

In 2019, it drilled 39 new wells, up 26%
year-on-year. The Company relies on
horizontal drilling to effectively develop
vuggy fractured reservoir rocks with
highly heterogeneous porosity and
permeability both along the vertical axis
and across the floor area. Some wells
demonstrated record-high flow rates in
excess of 500 t per day. The Company
decided to expand this high-priority
area with a view to bringing additional
reserves into production.

Vostsibneftegaz continues well testing
and logging, keeps streamlining well
operations, installing telemetry systems
and switching to artificial lift wells with a
view to optimising the field development
and gathering additional information on
wells and deposits.

In 2019, the operator ramped up water
injection volumes for reservoir pressure
maintenance from 3.7 to 5.6 mmcm, a
51% increase year-on-year.

On 15 September 2019, the
Company marked a new milestone
with 100 mmt of oil produced since
the commencement of commercial
production.

Rosneft continues to construct a high-
pressure gas compressor for reservoir
pressure maintenance and better APG
utilisation while also building a gas
turbine power plant for internal needs
and preparing well pads for drilling.

Vostochno-Messoyakhskoye Field Development

Liquid hydrocarbons produced
in 2019

2 7 4 +22%
° mmt

In 2019, the Vostochno-Messoyakhskoye
field, a joint project of Rosneft and
Gazprom Neft, increased its production
of crude oil by 22% year-on-year to

2.7 mmt (attributable to the Company's
share). The growth was driven by

active drilling operations, new wells
going on stream, well interventions

on existing wells, and the reservoir
pressure maintenance system being
deployed. In 2019, 112 new wells were
commissioned with an average initial
flow rate of 100 t per day. In order to

Kuyumbinskoye Field Development

Liquid hydrocarbons produced
in 2019

O 5 +>100%
° mmt

The Kuyumbinskoye field is developed
by Slavneft-Krasnoyarskneftegaz, a joint
venture of Rosneft and Gazprom Neft.
In 2019, it drilled 53 new production
wells, up 71% year-on-year. The
Kuyumbinskoye field saw its first-ever
controlled pressure drilling operation
on a horizontal well. Compared to 2018,
the Kuyumbinskoye field doubled its
production of liquid hydrocarbons to
0.5 mmtin 2019 (attributable to the
Company's share).

Severo-Komsomolskoye Field Development

Liquid hydrocarbons produced
in 2019

O 4 1 +83%
° mmt

The Severo-Komsomolskoye field
proceeded with the pilot development
programme for the PK1 formation.
20 new horizontal wells were
commissioned with horizontal
sections of 1.5-2 km and an average
initial flow rate of 137 t per day. In
2019, the asset produced 0.4 mmt
of liquid hydrocarbons, up 83%
year-on-year. Following the analysis
of its pilot activities in 2018-2019
and amendments to its geological
hydrodynamic model, the Company
updated its full-scale development

boost the well productivity rate and the
scope of reserves under development,
the Company massively leverages
multilateral wells, including using the
Fishbones stimulation technology, with
42 multilateral wells commissioned in
2019.

In April 2019, Slavneft-
Krasnoyarskneftegaz commissioned the
central gathering facility with an annual
capacity of 1.6 mmt and the oil and gas
collecting pipeline connecting the right
bank of the Podkamennaya Tunguska
River and the central gathering facility.
In December 2019, the central gathering
facility saw its capacity expanded

to 2.9 mmtpa. Rosneft continues to
build field facilities and supporting
infrastructure.

strategy and targets for the PK1
formation, streamlined well completion
practices (with all wells to be equipped
with inflow control devices), adjusted
project implementation phases with

a view to bringing the most proven
reserves of the western and eastern
areas into production, and developed an
exploration and appraisal programme.

The Company and its partner, Equinor
ASA, decided to launch Phase 1 of the
full-scale Severo-Komsomolskoye field
development.
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In-house Service

The Company continues its drive for expansion and improvement of its in-house
services to deliver high quality of services and gain a competitive edge.

Well Workover and Servicing

Today, RN-Service is the largest company
for well workover and servicing, with
branches in 13 Russian regions. In 2019,
it provided well servicing to 21 Rosneft's
upstream companies, covering 43% of
Rosneft's needs for well workover and

servicing crew amounted to 57.4 per
year (106.5% against the business plan
target). Average service time reduced
by 7.8% against the target.

Hydraulic Fracturing

In 2019, the Company received and
put into operation four new hydraulic
fracturing fleets.

RN-GRP completed 4,905 hydraulic
fracturing operations at Rosneft’s fields,

A greater share of horizontal Drilling servicing. exceeding the business plan target
drilling, % by 312 operations (107%).
Well workover and servicing works
62 In 2019, the Company's drilling service The operating fleet of the Company's performed by RN-Service in 2019
completed 5,753 thousand m of drilling service in 2019 stood at totalled 38,330, exceeding the business 7 0 4 crews 2 O fleets
48 drilling on-site (1,628 wells, including 267 drilling rigs with an average age of plan target by 1,191 (103%). Actual for well workover of RN-GRP are used in Group

27 exploration wells). The share of 11 years. The Company has 237 drilling
horizontal drilling reached 62% (up 14% crews.
35 from 2018).

= Rosneft successfully progressed with its programme to scale up the technol-
ogy for drilling two-string horizontal wells with oil based mud.
= Adrilling crew of the Khanty-Mansi branch of RN-Bureniye set a record when

2017 2018 2019 drilling horizontal well No. 2406 from well pad No. 24 at the Kondinskoye

field. The well was drilled in 17.5 days at a commercial drilling speed
of 6,893 m per rig per month.

= Adrilling crew of the Nefteyugansk branch of RN-Bureniye broke the industry
record for the fastest construction of a two-string horizontal well. The drilling
at the Salymskoye field took as little as 7.4 days, 20% faster than ever before.
The commercial drilling speed exceeded 14 thousand m per rig per month.
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Transportation Services

RN-Service transferred 610 vehicles to RN-Transport as part of the establishment of
a service holding company based on RN-Transport that will provide transportation
services to Rosneft's companies.

579 inefficient or unused machines were withdrawn from operation.

7,626.6 21,563

vehicles thousand machine hours

were spent to provide services

is the average machine count

90.. 2.4,

of the rolling stock is technically of the operating fleet
ready for operation

was upgraded

68

198 .vice.

for general and specialised use
were supplied

70:.

is the fleet utilisation
indicator
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In-House Well Logging Service

In January 2019, we launched an in-
house well logging service at Bashneft-
PetroTest and started well logging and
blasting and perforating operations

at Bashneft-Dobycha'’s fields. This
project will help boost the efficiency

of the Company’s exploration and
development activities, reduce the cost
of well logging, optimise the amount of
log data, and enable import substitution
in this area.

In 2019, as part of the Rosneft-
Rosatom R&D cooperation, SMIS-
172-B multi-parameter logging while
drilling tool was tested on five wells
of the Severo-Khokhryakovskoye field
(Varyeganneftegaz). The system is
based on a technology-intensive and

environment-friendly induced gamma-

ray spectroscopy module, first of its
kind ever manufactured in Russia.
The tests produced important data
based on which the system will be

Corporate Software Development

To improve the production planning
accuracy and select the most
appropriate hydrocarbon extraction
technologies, Rosneft makes extensive
use of field models created by its
proprietary RN-KIM hydrodynamic
simulator. This advanced software has
been widely exploited by the Company
for over three years and is adapted to
the geological and operating conditions
of the fields the Company is developing.

In 2019, the use of RN-KIM increased
to 77%. We released a new version
that allows us to quickly (using graphics
processing units or computer clusters)
perform modelling calculations for oil
and gas condensate fields that require
computation-intensive analysis.

In 2019, as part of the efforts to expand

its capabilities in solving the most
pressing operational issues related

to log interpretation, the Company
created a development concept and a

prototype for RN-PetrolLog, proprietary

petrophysical modelling software that
supports integration with corporate
databases, multi-well data processing,

and computerised data interpretation.

In 2019, the use of RN-KIM
increased

ol 1o

finalised for future commercialisation.
Following the tests completed in

wells of Samaraneftegaz and RN-
Krasnodarneftegaz in 2016-2017 as
part of the Company's cooperation with
Rosatom, the Technology Expert Council
of the State Commission for Mineral
Reserves issued a positive opinion on
possibility of using log interpretation
data obtained from this logging tool

to substantiate the estimates of
hydrocarbon reserves.
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Offshore Projects

Rosneft sees hydrocarbon resource development on the continental shelf as a key
strategic direction for its growth.

1 9 licence areas

are located

Soil surveys

9 Rosneft’s

licence areas Soil surveys were performed on the site
selected for drilling of an exploration well at
the offshore Kaigansko-Vasyukanskoye Sea

field near Sakhalin.

are located
in the Eastern Arctic
shelf seas

The results of comprehensive marine surveys
provided full sets of data for well design and
construction in the licence areas, including for

in the Western Arctic
shelf seas
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The Russian shelf has the largest area

in the world - over 6 million sq km.
Rosneft holds the biggest pool of
licences on the continental shelf and
carries out a full range of exploration
operations in the seas of the Russian
Arctic, Russian Far East, and the south
Russia. The Company's offshore projects
lay the groundwork for the future of the
modern Russia, spurring sustainable
socio-economic development, propelling
industry modernisation, fostering
high-tech innovation and robotisation,
facilitating the upgrade of coastal and
transport infrastructure, and unlocking
new talent.
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Rosneft’s licence areas

are located in the seas
of the south Russia

Rosneft owns 55 licence areas on

the Russian continental shelf, with an
aggregate resource potential of 41 btoe
as at 31 December 2019. 19 of these
licence areas are located in the waters of
the Western Arctic (the Pechora, Barents
and Kara seas), nine licence areas in the
Eastern Arctic (the Laptev, Chukchi and
East Siberian seas), 20 offshore areas

in the Russian Far East (the seas of
Okhotsk and Japan), and seven licence
areas in the seas of the south Russia
(the Black, Caspian and Azov seas) (see
Figure 1).

Aggregate fesource
_ potential as at 2019--

("
licence areas

are located
or{tt)e Russian shelf

\
{

Offshore Exploration
in Russia

In 2019, in line with its licence
commitments, Rosneft continued
exploration and prospecting for oil and
gas in offshore areas in the Russian
Arctic, Far East, and in the seas of the
south Russia.

2D/3D SEISMIC SURVEYS

In the 2019 field season, Rosneft
completed 2D seismic surveys

of 250 linear km in the transition zone of
the Tsentralno-Tatarsky licence area off
Sakhalin Island. The works were carried
out ahead of the schedule stipulated by
the licence.

3D seismic surveys of 865 sq km were
conducted for the Sakhalin-1 Project. 2D
seismic surveys of 310 linear km were
completed on the Severo-Kaspiyskaya
licence area. The seismic findings will
provide the basis for informed decisions
on further exploration of the licence
areas.

2 O Rosneft’s

licence areas

are located
of the Russian Far East
coast

Exploration drilling

The well construction at the
Vostochno-Pribrezhny licence area
was completed in December 2019.
The bottomhole depth is 3,047 m.
The entire scope of the planned well
surveys was carried out, including
cased-hole tests. The Dagi suite’s
oil and gas bearing capacity was
confirmed. The State Commission
for Mineral Reserves registered
the discovery of the Vostochno-
Pribrezhnoye field and booked

2.6 mmt of C1+C2 recoverable oil.

Field geology expeditions

The Company continues to develop
and update the regional models of
Russian and foreign offshore fields
located in the areas of its presence and
interest (Russia's Arctic, Far Eastern
and Southern seas, as well as foreign
waters). Three onshore field geology
expeditions were organised to mitigate
the sub-surface risk related to certain
elements of petroleum systems (source
rocks for oil and gas, reservoir rocks,
and cap rocks) within the Company’s
offshore licence areas in the Far East
and the Arctic, including Sakhalin, the
Severnaya Zemlya Archipelago, and the
New Siberian Islands. Representative
rock samples were collected for
laboratory analysis, whose results are
used to update the geological model of
the region and the survey areas.

engineering and environmental protection.
Detailed data on soil composition in the
area will allow experts to predict geological
and geological engineering processes and
address risks that might arise during the
drilling phase.

Environmental monitoring

The following environmental protection
activities were carried out under licence
obligations.

The mouths of previously drilled wells
were inspected in the Kara Sea, the

Sea of Okhotsk, and the Black Sea. All
work was carried out in line with the
requirements of the Russian HSE laws.
The technical condition of the inspected
wellheads was satisfactory, with no
hydrocarbon leakages detected.

Artificial reproduction of aquatic
biological resources was conducted
to compensate for any potential
damage to water life and its habitats.
While implementing the biodiversity
preservation programme for the
Company's licence areas, we prepared
a reasonable list of indicator species
to assess the sustainability of Arctic
ecosystems and analysed the
occurrence rates for various species
existing in these areas.
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Sakhalin-1 Project

Northern Tip
of the Chaivo Field

from an onshore site and the Orlan
platform using wells with record-

length boreholes; while Arkutun-Dagi is
developed using Berkut, a fixed offshore
platform that features the world's
heaviest upper structure.

Efficient implementation of the
Sakhalin-1 project continued in 2019.

Rosneft is a member of the project
within the consortium that includes
ExxonMobil (United States), SODECO
(Japan), and ONGC Videsh Ltd. (India).
The Company's share is 20%, and the Record-high output was achieved in
project operator is Exxon Neftegas 2019, when the Sakhalin-1 project
Limited. produced a total of over 13,0 mmt of
oil and gas condensate (Rosneft's share
was 2.6 mmt). Nearly 2.4 bcm of gas
(with Rosneft's share of 0.5 bcm) were
supplied to consumers.

The Sakhalin-1 project involves the
development of four offshore fields:
Chaivo, Odoptu-Sea, Lebedinskoye
(within the Odoptu licence), and
Arkutun-Dagi, located in the Sea of
Okhotsk on Sakhalin Island's north-
eastern continental shelf.

Oil from the Sakhalin-1 fields is delivered
to the Chaivo onshore oil treatment
facility on Sakhalin Island and then
transported by pipeline to the De-Kastri
State-of-the-art technologies and oil export terminal in the Khabarovsk
project management methods are Territory.

used to develop the Chaivo, Odoptu-

Sea, Lebedinskoye, and Arkutun-Dagi

fields. At the Odoptu-Sea field, oil is

produced from an onshore site using

super-extended reach horizontal wells;

at the Chaivo field, oil is extracted

13.0 mmt

Oil and Gas Condensate
Production (with Rosneft’s share
of 2.6 mmt).

~2.4 bcm
(with Rosneft’s share of 0.5 becm)
were supplied to consumers.
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Oil production at the northern tip of the
Chaivo field involves five wells that have
a unique, complex design and extended
horizontal displacement. The wells

are equipped with smart completion
systems with flow control devices to
limit gas breakthroughs and maximise
production.

In November 2019, Rosneft achieved a
milestone of 7 mmt of crude oil pumped
out from the Chaivo field’s northern tip
since the start of the project.

0.5 mmt
oil and condensate output
in 2019

0.07 bcm
the total amount of gas supplied
to consumers
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Odoptu-Sea Field
(Northern Dome)

Lebedinskoye Field

Novoye Field

The Odoptu-Sea field (the Northern
Dome) is Russia’s first offshore field
brought on stream, flowing oil since
1998. The operator of the oil and gas
field is RN-Sakhalinmorneftegaz.

The field's infrastructure comprises

oil and gas gathering and treatment
facilities, a reservoir pressure
maintenance system, outbound
pipelines to transport oil, gas and water,
and power generation facilities.

We continued to drill new production
wells in 2019 in order to maintain the
field's recovery rates. Three production
wells were drilled and put into
operation. One of them is the longest
horizontal well in this field. With a huge
horizontal displacement, it is 8,699
meter deep. The previous record for

well length at this field was set in 2011 at

8,119 meters.

0.4 mmt of crude oil produced

in 2019

0.14 bem of APG produced
in 2019

Pilot operation of the offshore
Lebedinskoye field in the Sea of
Okhotsk began in 2015. It is operated
by the Company’s subsidiary RN-
Sakhalinmorneftegaz. Four production
wells are used. Crude oil extracted from
the Lebedinskoye field has a quality
grade similar to Sokol crude.

0.3 mmt of crude oil produced
in 2019

0.12 bem of APG produced
in 2019

Rosneft started production testing of

its Novoye deposit in the Azov Sea in
2016. The field operator for both oil and
gas production is Priazovneft, in which
Rosneft holds 51%, while Lukoil owns a
49% stake. Field appraisal is underway
alongside production. The drilling of
Novaya-2 exploration well started in
October 2019.
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Strategic Objectives of the Gas Business

Gas Business

Rospan and Kharampur are major gas projects viewed as the top contributors
to the Company's near-term hydrocarbon production growth.

The Company is developing vast gas
reserves in Western and Eastern

Siberia and holds a unique licence
portfolio for hydrocarbon development
on the Russian continental shelf.

As at 1 January 2020, AB1C1+B2C2
recoverable gas reserves were estimated
at 7.7 tcm.

Rosneft produces gas through more
than 35 subsidiaries and joint ventures
in Western and Eastern Siberia, Central
Russia, the south of European Russia,
the Russian Far East, as well as in Egypt,
Vietnam, and Canada.

19,

share of gas in the Company'’s
total hydrocarbon production
in 2019

= Deliver the key gas produc-

tion projects, including Rospan
and Kharampur, on schedule
and within budget, thereby rais-
ing annual output to more than
100 bem.

Improve the gas sales econom-
ics in Russia through such meas-
ures as promoting a favourable
regulatory environment, includ-
ing equal access to infrastructure
and customers.

Improve the Company's tech-
nological base for production

and expand its technological competence

to support:

- the development of the Turonian
deposit;

- the production of liquid petroleum gas
(LPG) and natural gas liquids (NGL);

- increased APG utilisation, including
through the development of captive
power generation and petrochemicals;

- in the longer term, gas reserve moneti-
sation in Eastern Siberia and the Russian
Far East, including through petrochemi-
cals development;

- LNG production and exports.

In December 2019, the Company's Board
of Directors reviewed the progress
against the Rosneft-2022 Strategy

in 2019 and confirmed the previously
approved strategic objectives and targets
for the gas business.

Meeting the strategic gas business
objectives will increase Rosneft's

free cash flow in 2020-2022 and the
Company’s long-term shareholder value
while also securing a 20% share in the
Russian gas market.

1 ,.. . ol g 5 X ., 5 -; (e o o - gt F PO 2
‘Recovered-gas'volume excludingflared gas and.gas used in liquid hydrocarbons production:

= LPE" liguefied petroléum gas:
T a - ? NGL - natural gas liquids.
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= Construction of key facilities at

Rospan is in its final phase:

- core process equipment for
the CGTU' in the Vostochno-
Urengoysky licence area
installed;

- major construction and
installation operations
completed to prepare the oil
treatment unit for launch;

- six out of seven gas turbine
units launched to cover the
electricity demand of all first-
stage facilities;

- the Korotchaevo railway terminal
almost completed.

= Construction of key facilities at

Kharampurneftegaz is in the

active phase:

- construction and installation
continues at the gas treatment
unit, gas shipment pipeline,
power facilities, and other
infrastructure;

- 57 out of 61 project wells drilled;

- geological data research and
collection continues for the first
well put into pilot operation at
the Turonian deposit.

' CGTU - comprehensive gas treatment unit.
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= The Zohr joint offshore

development project in Egypt
reached its full design capacity

of 76 mmcm per day ahead of
schedule. Since the project was
launched in December 2017,

13 production wells, eight gas
treatment trains, four subsea
pipelines, and an offshore
management platform had been
commissioned.

A unique process was developed
to produce gas from the low-
permeability reservoirs of the
Berezovskaya suite. The distinctive
feature of the technology is that

it allows fissure logging while
drilling. The logging results can

be used to identify the optimal

layout of hydraulic fracturing ports,

contributing to more effective
development of such fields. A
patent application has been filed.
For the first time in Russia, a
reserve estimation at Kharampur
resulted in the Berezovskaya
suite reserves being successfully
proved to the State Commission
for Mineral Reserves (GKZ) and
approved by the Federal Subsoil
Resources Management Agency
(Rosnedra).

Under the Far Eastern LNG
project, the Sakhalin-1 consortium
decided to proceed to the stage of
front-end engineering design (FEED)
and initiate competitive contractor
selection.

In August, Rosneft signed
cooperation agreements with
Mozambique's National Petroleum
Institute (INP) and state oil and

gas company ENH. Under these
agreements, Rosneft will have

the right to study the available
geological information to assess the
potential of onshore and offshore
blocks in Mozambique.

At the St Petersburg International
Economic Forum, Rosneft and
Rostec signed an agreement to
support the gas motor fuel
market.

The parties agreed to upgrade
Rosneft's filling stations with
liquefied natural gas (LNG) and
compressed natural gas (CNG)
equipment.

Strategy Operating
of the Company Results

Gas Production

Performance
in the Reporting Year

In 2019, Rosneft's gas production both in
Russia and abroad totalled 66.95" bcm,
including 32.77 bcm of natural gas and
34.18 bcm of associated petroleum gas.
The Company's international projects,
mostly in Egypt, Vietnam and Venezuela,
accounted for 4.97 bcm of the total gas
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Corporate Information
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output, including 4.90 bcm of natural
gas, while its domestic output stood at
61.98 bcm. Some of the Russian gas
was processed into liquid hydrocarbons.
In 2019, the Company’s gas output in
Russia, including the gas processed into
liquid hydrocarbons, totalled 62.36 bcm.

Gas production was almost flat vs 2018.

Gas Production by Region

Rosneft's largest gas-producing region
is Western Siberia, which contributed
47.01 bcm, or 70%, of the total gas
output in 2019, including 24.27 bcm

of natural gas produced mainly by
Sibneftegaz, Rospan International,
Purgaz and RN-Purneftegaz and

22.74 bcm of associated petroleum gas
produced mainly by Samotlorneftegaz,
RN-Yuganskneftegaz, Varyeganneftegaz
and RN-Purneftegaz.

In Eastern Siberia, gas was produced
at the Vankor group of fields, the

region's largest. Output there amounted
to 5.94 bcm of associated petroleum gas
and 1.57 bcm of natural gas.

In the Russian Far East, Rosneft mainly
produced associated petroleum and
natural gas from onshore fields and on
the shelf off Sakhalin, with RN-Shelf-Far
East accounting for the bulk of the 2.95
bcm gas production in 2019.

In the Volga-Urals Region, gas
was primarily produced from the
fields operated by Orenburgnetft,

' Recovered gas volume excluding flared gas and gas used in liquid hydrocarbons production.

8.5

share in Russia’s
total gas production

Gas Production in Key Regions
of Operation in Russia and Abroad,
bcm

66.95

bcm

Western Siberia 47.01
[ Eastern Siberia 7.51
M Foreign Projects 497
M Far East 2.95

Central Russia 2.2

Southern Russia 2.07

Other.

including Timan-Pechora 0.24

Samaraneftegaz and Bashneft-Dobycha.
Output there amounted to 2.2 becm.

In Southern Russia, the Company's
key gas asset is RN-Krasnodarneftegaz,
which produces both natural and
associated petroleum gas. The region
brought in 2.07 bcmin 2019.

International projects, mainly the
Zohr offshore field in Egypt, produced
4.97 becm. Our operations in Vietnam
and Canada also contributed.
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O Promising gas production projects ‘ Gas processing plants (GPPs)

f} Gas supply regions

Key Assets and Promising Projects
of the Company's Gas Business

In line with its approved strategy, the Company focuses on high-ROI projects.

Our key priority is to launch such projects within budget and on schedule, so that
we can produce more than 100 bcm of gas annually by 2022 and increase the share
of gas in total hydrocarbon production.

Rospan

The launch of Rospan, the largest gas
project in the Company’s portfolio,

is key to achieving the mentioned
objectives. The full-scale development
of Rospan International's fields will be
the primary source of near-term growth
for both gas and other hydrocarbon
production.

Total recoverable reserves

(AB1C1+B2C2) as at 1 January 2020:

= 912 bcm of gas

= 169 mmt of gas condensate and
crude oil

Mid-term annual production outlook:

= over 21 bcm of gas

= over 5 mmt of gas condensate and
crude oil

= up to 1.3 mmt of industrial
propane/butane mixture

Kharampur

Also vital to Rosneft's gas business is
the project it runs together with BP at
the Kharampurskoye field. Its objectives
include conventional gas production
from the Cenomanian deposit and the
pilot and then full-scale development of
the Turonian deposit. The Company has
the expertise and experience to deliver
such complex projects efficiently.

As at 1 January 2020, the field's
AB1C1+B2C2 recoverable natural
gas reserves, including the Turonian
deposit, were close to 1 tcm.

Once it reaches the design capacity,
annual gas production is expected to
be around 11 bcm, with a potential to
expand to 25 bcm later.

78

At the end of 2019, construction of key

facilities was in its final phase:

= Core process equipment installed
as part of the CGTU's first start-up
complex in the Vostochno-
Urengoysky licence area, key
installation and testing tasks
completed on the process pipelines;

= major construction and installation
operations completed on the
oil treatment unit, core process
equipment being prepared for hot
commissioning;

= six out of seven gas turbine units
launched at the Vostochno-
Urengoysky licence block's gas
turbine power plant;

= at the Korotchaevo railway terminal,
most of the installation completed
on the process pipelines and shut-off
and control valves.

In 2019, construction of key facilities

remained in the active phase:

= construction and installation at the
gas treatment unit involved placing
foundation piles, pouring concrete,
and assembling steelwork;

= construction and installation
progressed at the gas shipment
pipeline, with drilling started for the
second Vasseyakha River crossing;

= 57 out of 61 project wells were
drilled;

= geological data research and
collection continued for a well put
into pilot operation at the Turonian
deposit;

= gas well cluster engineering facilities
and feeder roads were completed;
construction of gas gathering
networks and fit-up of well pads and
power facilities continued.

Russian and foreign cutting-edge
technologies ensure more efficient
production at Rospan. For the first time
in the Company's history, two horizontal
wells were drilled in 2019 using multi-
stage hydraulic fracturing and the
HIWAY technique to enable production
from reservoir edges and speed up the
overall development, effectively boosting
technical gas recovery by 2.1%.

Plans
Completion and launch in 2020.

Plans

The near-term plans include:

= completion of gas production
infrastructure for the Cenomanian
deposit;

= completion of key facilities (the gas
treatment unit, gas shipment pipeline,
etc.);

= completion of the feasibility study
for the full-scale development of the
Turonian deposit and proceeding to
the FEED stage.

The project launch is scheduled for 2021.

Research was also in progress at the
Kharampurskoye field to study the
geological structure and production
potential of the Berezovskaya suite's low-
permeability gas reservoirs. The Company
has developed methodologies and

Gas production

. Rospan

. Sibneftegaz

. Kharampurneftegaz

. Kynsko-Chaselskoye Neftegaz
. Vankor group
. RN-Purneftegaz
. RN-Yuganskneftegaz
. Samotlorneftegaz
. Varyeganneftegaz

1
2
3
4
5
6
7
8
9
10. RN-Nyaganneftegaz

techniques to explore the suite's reserves
and estimate its resource potential.

In 2019, a comprehensive estimation at
Kharampur resulted in its Berezovskaya
suite's reserves being, for the first

time in Russia, approved to the State
Commission for Mineral Reserves (GKZ)
and protected by Rosnedra.

In 2019, we also finalised our unique
method of gas production from the
Berezovskaya suite. The distinctive
feature of this technology is that it
allows fissure logging while drilling. The
logging results can be used to identify
the optimal layout of hydraulic fracturing
ports, contributing to more effective
development of the Kharampurskoye
field. A patent application has been filed.

. LNG production projects

11. RN-Krasnodarneftegaz

12. Orenburgneft

13. Bashneft-Dobycha

14. Bashneft-Polyus

15. Minkhovskoye

16. Yurubcheno-Tokhomskaya group
17. Agaleevsky license area

18. Verkhnechonskneftegaz

19. Taas-Yuryakh Neftegazodobycha
20. Bratskekogaz

Sibneftegaz

This is our biggest gas-producing asset
for the moment.

It produced 11.4 bcm of natural gas
in 2019, with the cumulative gas
output reaching 125 bcm by the year
end.

As at 1 January 2020, its AB1C1+B2C2
recoverable reserves amounted to
532 bcm of gas and 31 mmt of gas,
crude oil and gas condensate.

In 2019:

= production drilling continued;

= essential production facilities under
construction included:

N
=

. RN-Shelf-Far East, RN-
Sakhalinmorneftegaz, Sakhalin-1

22. Far Eastern LNG (as part of Sakhalin-1)

23. Otradnensky and Neftegorsky GPPs in the

Samara Region

24. Buzulukskoye GPP in the Orenburg Region

25. Shkapovskoye and Tuimazinskoye GPPs

26. RN-YuganskGazPererabotka

- agas and condensate treatment
unit and related infrastructure
for the development of the
Beregovoye field's lower
horizons;

- abooster compressor station at
the Beregovoye field.

Plans
The facilities are to be launched in 2020.

Thanks to production maintenance
projects at the existing fields and the
non-capital-intensive development of
the Beregovoye field's lower horizons,
annual gas output in the period until
2022 is expected to exceed 15 bcm.
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Other Projects

In 2019, Rosneft continued to develop
prospective gas production centres at its
existing fields in Eastern Siberia and the
Republic of Sakha (Yakutia).

Verkhnechonskneftegaz

Rosneft and Beijing Enterprises Group
Company Limited' were jointly exploring
the Verkhnechonskoye oil and gas
condensate field in the Irkutsk Region.
The project will involve establishing a
new gas production centre and building
transport infrastructure. Our strategic
partnership with Beijing Enterprises
Group Company Limited is expected

to open up new opportunities for
monetising gas reserves in Eastern
Russia.

Taas-Yuryakh

In the Republic of Sakha, Rosneft, BP
and an Indian consortium consisting of
Oil India Limited, Indian Oil Corporation
Limited and Bharat PetroResources
Limited continued to develop the
Srednebotuobinskoye oil and gas
condensate field,which in a long termis
set to become a basis for a major gas
production project.

Kynsko-Chaselsky
licence area

In the long term, we plan to use the
infrastructure of the Kynsko-Chaselsky
licence area to create a new gas
production centre in the south-east of

Gas Processing and Better APG Utilisation

Our APG utilisation
programme helps reduce

the environmental footprint
and address environmental
issues in the producing
regions by utilising associated
petroleum gas.

In 2019, the Company's APG utilisation
rate, including fields under development
and greenfield projects at early stages of
development, stood at 77.8%, or 6 p.p.
lower than a year ago. If fields at early

LNG Projects

The Company is involved in the Far
Eastern LNG project as a member of the
Sakhalin-1 consortium to monetise the
natural gas reserves of the Russian Far

stages of development are excluded, the

rate was 89.3%.

The Company continued its full-scale
efforts to improve utilisation and
completed 23 APG facilities.

To further develop our gas processing
capabilities, we worked on a project to

build the Maisky gas processing complex

in Western Siberia. In 2019, positive
opinions of the Main Department of
State Expert Evaluation were obtained
after completing engineering surveys

East. In 2019, the project’s shareholders
defined the marketing strategy and
decided to proceed to the FEED stage.
Competitive contractor selection

' Beijing Enterprises Group Company Limited holds a 20% stake in Verkhnechonskneftegaz.

’ Excluding fields at early stages of development.
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the Yamal-Nenets Autonomous Area.
This will include the development of
seven previously acquired licence areas
and, in the longer run, the adjacent
areas in the eastern part of what is open
acreage today.

The project’s expected annual output
is 15.7 bcm, with a potential to grow to
19 bcm later. In 2019, the key design
solutions were fully developed for its
first stage, which targets an annual
output of up to 8.7 bcm. Engineering
surveys and the work on design
documentation are to start in 2020.

and drafting design and cost estimate
documents.

In 2019, the Company's
APG utilisation rate? stood at

89.3%

process was initiated, with designing and
planning done for the early preparations
to commence on the LNG plant site

in 2020.

International Gas Business Development

Expanding into gas markets abroad
and becoming a global player in the
world's LNG market are among Rosneft's
priorities. The Company’s involvement in

Egypt: a 30% stake in the unique
project to develop the Zohr field
together with Eni, BP, Mubadala,
and Egypt's state oil and gas com-
pany EGAS.

Vietnam: a 35% stake in Block 06.1
as the operator (current stage: natu-
ral gas and gas condensate produc-
tion), a 100% stake in Block 05.3/11
(current stage: exploration),

and a 32.67% stake in the Nam Con
Son gas pipeline.

Brazil: a 100 % stake in Solim3es
Basin blocks as the operator (current
stage: exploration).

Mozambique: a 20% stake in three
offshore blocks (A5-B, Z5-C and Z5-D)
with a potential for large gas discov-
eries (current stage: exploration).

Latvia: a 10% stake in AS Latvijas

Gaze, a major natural gas supplier
in the Baltic markets.

' See more in section X.X.

international gas projects will ensure a
significant and cost-effective increase in
natural gas reserves and a balanced risk
profile of its asset portfolio.
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Development of International Projects
in Promising Oil and Gas Regions

Rosneft is a global energy company with
a diversified portfolio of international
assets. The Company’s mid-term
strategic objectives in international
expansion include managing its current
asset portfolio effectively. Over the
longer term, the Company seeks to
expand its international presence in
the world’s most promising oil and gas

regions, grow its resource base, and
improve overall performance.

Our main goal of building a sustainable
and profitable international presence
is the creation of additional value for
our shareholders while acquiring new
knowledge and expertise for more
effective project development both

The Zohr Project in Egypt
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In October 2017, Rosneft signed on as
a full partner with a 30% stake in the
project.

The Zohr field was discovered by Eni in
2015. It covers an area of 231 sg km,
with sea depths ranging from 1.2 to
1.7 km and a gas deposit located at

a depth of 3.4 to 4 km. Zohr is one

the biggest offshore fields in the
Mediterranean Sea. Gas production at
the field started in December 2017.

In 2019, Zohr commissioned four new
production wells, three gas treatment
unit trains and the third pipeline for gas
transportation from the field to the gas
treatment facilities, enabling it to reach
its production target of 76 mmcm per
day in August 2019, five months ahead
of the Development Plan.

Actual production in 2019 (100% of the
project) totalled 23.4 bcm of gas and
0.2 mmt of gas condensate (Rosneft's
share: 4.1 bcm of gas and 0.04 mmt of
gas condensate).

The entire volume of gas production
goes to Egypt's national gas system.

in Russia and abroad. Operating in
regions such as South America, North
and East Africa, the Middle East, and
the Asia-Pacific Region, the Company
actively develops local partnerships
that are aimed at mutually beneficial
implementation of development
projects.

In December 2019, the partners
deemed practicable to carry out
exploration on the Shorouk Block in
2020-2021 by drilling an exploration
well with a view to enhancing the
project’s resource potential.

Actual production in 2019
(100% of the project)
totalled

23.4

bcm of gas

0.2

mmt of gas condensate
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Through its subsidiary, Rosneft Brasil
E&P Ltda, Rosneft engagesin a
prospecting and exploration project

at licence areas in the Solimdes River
Basin (State of Amazonas), holding a
100% stake and operatorship in these
licences. Its efforts resulted in a number
of gas discoveries. In 2019, the Company
drilled the fourth prospecting well which
helped detail the geological structure
and the oil and gas bearing potential

of the basin. Rosneft is currently
considering monetisation options for the
newly discovered gas reserves.

Bashneft International B.V. is the project
operator and owns a 100% stake in

the hydrocarbon exploration and
production agreement for Block 12.

In December 2019, the second
exploration well, Salman-2, was
completed and tested by the Company
at Block 12 in Irag's south, which
confirmed the initial estimate of oil
reserves at the Salman field. In late
2019, the Company submitted to the
Iragi side an application for potential
commercial discovery and a further
exploration programme for the next two
years.

Since 2017, Rosneft has been running
a hydrocarbon exploration and
production project in Iragi Kurdistan.
The Company is the project operator,
holding an 80% stake in five production
sharing agreements (PSA).

In February 2019, oil production was
piloted at the Bejil field.

In 2019, the Company started

3D seismic surveys, getting ready for
exploration drilling.
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Offshore Projects in Mozambique

Rosneft participates in the consortium
for exploration of three offshore blocks
(A5-B, Z5-C, Z5-D) in Mozambique
which were obtained following the

fifth licensing round. The consortium
includes Rosneft - 20%, ExxonMobil
(operator) - 40%, Mozambique's state-
owned ENH - 20%, Qatar Petroleum -
10%, Eni - 10%.

In 2019, the consortium continued to
process and interpret seismic data
getting ready to drill prospecting wells.

Bashneft International B.V. is the project
operator at Block EP-4, holding a 90%
stake in the PSA.

Its efforts helped identify a number of
targets for prospecting drilling. The first
well is scheduled for 2020.

' Actual production in 2019 (100% of the project) totalled 23.4 bcm of gas and 0.2 mmt of gas condensate
(Rosneft's share: 4.1 bcm of gas and 0.04 mmt of gas condensate).
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Offshore Projects in Vietnam

Actual production in 2019
(100% of the project)
totalled

4.16

bcm of gas

0.04

mmt of gas condensate

Rosneft participates in exploration projects and a joint gas and
condensate production project at Block 06.1 in the Socialist
Republic of Vietnam (Rosneft Vietnam B.V. as the project
operator holds 35%, ONGC - 45%, PVN - 20%). The project is
implemented in line with the PSA. Block 06.1 contains three
gas condensate fields, specifically Lan Tai, Lan Do, and PLD
(Wild Orchid). The fields are located 370 km offshore in the
Nam Con Son Basin.

Actual production in 2019 (100% of the project) totalled
4.16 bcm of gas and 0.04 mmt of gas condensate (Rosneft's
share: 0.78 bcm of gas and 0.01 mmt of gas condensate).

In 2013, the Company signed a PSA for the development of
Block 05.3/11. The project is currently at the exploration stage.
The licence area is located in the region with confirmed oil and
gas bearing potential and extensive infrastructure, and borders
on the currently developed fields of Block 06.1.

Rosneft also participates in the offshore Nam Con Son pipeline
project (Rosneft Vietnam Pipelines B.V. - 32.67%, Perenco -
16.33%, PVN - 51%), which involves the transportation of gas
and gas condensate produced at offshore blocks in the Nam
Con Son Basin to the onshore processing facility and then to
gas turbine power plants for electricity generation.

The pipeline has a capacity of 7.7 bcm per year, carrying

ca. 7 bem of gas in 2019, including the gas produced from
Block 06.1 and other operators in the Nam Con Son Basin. Its
operational efficiency is 100%.

On 22 June 2019, Rosneft Vietnam B.V., one of the Group
Subsidiaries operating in Vietnam, marked 17 years of safe
offshore operations with no lost-time injuries, an important
milestone in its activity.
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Downstream (Refining and Commerce)

The Company ranks No. 1 in Russia in terms of refining capacity and throughput. It
operates 13 large refineries, which processed over 100 mmt of oil in 2019.

14.4-

refining depth in 2019

57.6-.

light product yield

Key Results of 2019
(Oil Refining)

In 2019, the Company'’s oil refining
activities were aimed at satisfying

the demand for quality petroleum

products.

In the reporting year, Rosneft's Russian
refineries processed 100.1 mmt of oil.
The total oil refinery throughput (including
foreign assets) stood at 110.2 mmt. In

the fourth quarter, Russian refineries'
throughput amounted to 25.5 mmt, with
the year-on-year change attributable to
the repair cycle.

The refining depth and light product
yield in 2019 was 74.4% and 57.6%,
respectively.

The Company continued to expand its
range of environmentally-friendly fuels. In
May 2019, the Ryazan Refinery launched
the production of Al-95-K5 Euro-6
gasoline to supply the Moscow Region
with greener fuel. The Komsomolsk and
Ufa refineries started producing RMLS, a
low-sulphur marine fuel compliant with
the IMO standards that went into effect
in early 2020. The fuel contributes to
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minimising the bunker’s environmental
footprint. The Ufa Refinery also began
the industrial production of Al-100 high
octane gasoline using a proprietary
technology.

The first batch of hydrotreating catalysts
suitable for Euro-5 compliant diesel fuel
underwent industrial tests at Rosneft's
Ufa group of refineries. This is the first-
ever hydrotreating agent capable of

fully replacing its foreign analogues for
the Russian refining industry. The tests
proved that Rosneft's proprietary catalyst
was fit for the production of diesel fuel
compliant with all the latest technical
requirements. The catalyst is on par with
the best foreign peers and even superior
to them in some aspects.

Rosneft continues to implement the
existing facility maintenance initiatives and
refinery upgrade programmes. The total
spending on Oil Refining maintenance
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and upgrade projects under IFRS in the
reporting year amounted to RUB 43.8 bin.
The Company remains focused on highly
efficient projects to debottleneck the
refinery configuration by overcoming
production and technical constraints, and
developing bitumen production, as well

Marketable Product Mix (Russian Refineries), mmt

as increasing operational efficiency and 34.07 32.63 ¥ 42%
reducing operating costs. :
1 -01%
23.99 23.96
1508 1513103% 15.06 1455 ¥ 4%
40 -122%
6 5.62¢ -59%
3.56 3.35 1-19%
. 1.57 1.54
|
Diesel Motor gasoline Fuel oil Naphtha Kerosene Petrochemicals Other
Fuel'
M 2018 2019

" Including marine fuel.

87



dlly ROSNEFT
ANNUAL REPORT 2019

Oil Refining

Russia

Rosneft operates the largest oil
refining capacities in Russia and
controls refineries in the key regions
of the country. In 2019, the Company's
domestic refineries processed

100.17 mmt of oil, while their average
Nelson Index stood at ca. 8.0.

8.0

Average Nelson Index
of Rosneft’s Russian refineries

Rosneft’s Refining Capacities

12.0
10.2
9.0 8.9 8.3
7.5 7.2
I6.3 I :
Tuapse Achinsk Angarsk  Komsomolsk
Refinery Refinery  Petrochemical Refinery

Company

M Planned capacity for 01.01.2020, mmt

Light products in %

499 53.9 ’ 62.2 b 55.2 ’ 57.5 ' 51.8 ’ 54.5 ’ 55.5 ’ 58.8 ’

Foreign Assets

In Germany, the Company’s subsidiary
Rosneft Deutschland GmbH holds
interest (24% to 54%) in three refineries,
controls more than 12% of the country's
oil refining capacities, and ranks third,
processing up to 12.8 mmtpa and having
the average Nelson Index of 9.0.

In Belarus, Rosneft indirectly holds a
21% stake in the Mozyr Refinery.

The Company also holds a 49% stake in

India's second-largest high-tech refinery
in Vadinar with a total processing

171
15.8
79 79
70 7.5 75
I 5.6 I I

Ryazan Saratov Slavneft- Novo-
Refinery Refinery  YANOS (50%) kuibyshevsk
Refinery

Crude inputin 2019, mmt

capacity of 20 mmtpa and the Nelson
Index of 11.8.

The Company joined effort with its
partners in the Asia-Pacific to design a
refinery with a petrochemical complex in
Indonesia and finalise a refinery project
in China.

23.5

18.7

8.5

7.0
6.1
51
I 1.9 1.9

Kuibyshev Syzran Ufa Group Small
Refinery Refinery  of Refineries  refining
facilities’!

N
57.7’ 65.4, calduated

" * Small refining facilities include Nizhnevartovsk Refinery, Krasnoleninsky Refinery, Purneftepererabotka, Strezhevskoy Refinery (50%); without

processable waste.
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Refinery Upgrade Programme in Russia

The Company continued to implement
the refinery upgrade programme in the
Russian Federation, which involves the
construction and renovation of refining
units and facilities in order to increase
the depth of processing, light product
yield, and the output of high-quality
motor fuels and provide the Company's
sales channels with petroleum products
that meet the requirements of the
Technical Regulations of the Customs
Union.
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Key Focus Areas in 2019

When completed, the programme will
improve the product portfolio and boost
the competitiveness and profitability of
the Russian refineries.

Achievements in 2019

= The Novokuibyshevsk Refinery
piloted a kerosene preparation unit
as part of the off-site facilities for a
hydrocracking plant.

= The Tuapse Refinery completed
the construction of water disposal
(treatment) facilities and a jet fuel

Refinery Maintenance Programme in Russia

Rosneft continued to pursue projects on
ensuring compliance with instructions
issued by the regulatory authorities,
minimising environmental risks, aligning
rules and regulations with the relevant
requirements, replacing worn-out
equipment, and implementing target
programmes at the Company's refineries
in Russia.

In 2019, Rosneft continued to
implement:

= large-scale programme to comply
with instructions issued by the
Federal Service for Environmental,
Technological and Nuclear Oversight
(Rostekhnadzor) following the
inspections of production facilities;

= programme for measuring plant
internal material flows;

filtration unit as part of its diesel pool
project.

The Syzran Refinery commissioned a
central distribution substation as part
of the off-site facilities for the catalytic
cracking complex.

The Yaroslavl Refinery developed

a basic project for its DCU process
and selected a designer for the basic
project for diesel fuel hydrotreating
process as part of the construction of
a deep conversion unit.

L]
.
4
L]
]
-
-

projects for emergency recovery

of gas fractionation section

of Achinsk Refinery's LK-6Us

unit and hydrocracking unit of
Bashneft-Ufaneftekhim;

measures aimed at reducing
unscheduled production stoppages:
replacement of worn-out equipment,
implementation of industrial and fire
safety projects, as well as targeted
pipeline replacement and reliability
improvement programmes.
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New Products

In 2019, the product range of Russian
refineries was expanded to meet market
demand:
= In May 2019, the Ryazan Refinery
launched the production of Al-
95-K5 Euro-6 gasoline to supply
the Moscow Region with greener
fuel. The gasoline will help minimise
the footprint of road transport and

Environment

In 2019, the Company continued to
implement a number of large-scale
projects to minimise the environmental
impact of Rosneft's operations, including:
= the renovation/upgrade of
wastewater treatment facilities
of the Ryazan, Kuibyshev and

90

improve the environment, which is
especially relevant for large cities;
the Ufa Refinery also began the
commercial production of Al-100
high octane gasoline using the
proprietary technology;

the Komsomolsk and Ufa refineries
started producing RMLS, a low-
sulphur marine fuel compliant

Novokuibyshevsk refineries, and ol
sludge disposal unit of Bashneft-
Ufaneftekhim branch of Bashneft;
the construction of a new two-unit
desulphurisation system and an
elementary sulphur complex at the
Ryazan Refinery, and two additional

with the IMO standards that went
into effect in early 2020. The fuel
contributes to minimising the
bunker's environmental footprint.

elemental sulphur production lines at
Bashneft-UNPZ.

Import Substitution, Development and Launch of New Products, and Product Approval

Processes

The first batch of hydrotreating catalysts
suitable for Euro-5 compliant diesel fuel
underwent industrial tests at Rosneft's
Ufa group of refineries. This is the first-
ever hydrotreating agent capable of
fully replacing its foreign analogues

for the Russian refining industry. The

tests proved that Rosneft's proprietary
catalyst was fit for the production of
diesel fuel compliant with all the latest
technical requirements. The catalyst is
on par with the best foreign peers and
even superior to them in some aspects.

Comprehensive Accelerated Digital Transformation Plan

In 2019, initiatives under the

comprehensive accelerated digital

transformation plan in Oil Refining

included:

= concept study of seven new digital
transformation initiatives in five
Group Subsidiaries;

= ten technological prototypes / test
runs in four Group Subsidiaries and
the Head Office of the Qil Refining
segment;

= System For Optimised Mixing Of
Heavy Petroleum Products piloted at
the Syzran Refinery;

= tender procedures to select a vendor
for the implementation of optimised
process control systems at 49 units
of Ryazan and Saratov refineries, and
Bashneft.
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Refineries’ Operational Efficiency Improvement in 2019

In 2019, the planned and additional

measures of the operational efficiency = economic effect of over RUB 1.5 blin; 567.7 ktce, overachieving its energy
improvement programme delivered the = 1.8 point improvement in Solomon saving target of 510.0 ktce.

economic effect of RUB 17.6 bin.

Energy Intensity Index in 2019.

The energy saving initiatives contributed to: ~ In 2019, the QOil Refining segment saved
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Refining Capacities in Russia

Novokuibyshevsk
Refinery Kuibyshev Refinery

Petroleum Product and Petrochemical  Petroleum Product and Petrochemical

Output, kt Output, kt

7,k111 4,6k40

Syzran Refinery

Petroleum Product and Petrochemical
Output, kt

5,253

Motor gasoline 1,465 Motor gasoline 746 Motor gasoline 1,040
Main Areas Key initiatives of 2019 M Diesel fuel' 2,534 [ Diesel fuel 1,584 [ Diesel fuel’ 2,140
of Operational [ Kerosene 317 M Naphtha 537 M Naphtha 209
Efficiency Bl Naphtha 30 M Fuel ol 1,628 M Fuel ol 1,280
|mpr°vement [ | Fuel oil 1,911 [ | Other 145 [ | Other 1,084
Programme l Other 854
Capacity and product - Reducing the output of fuel oil and implementing new solutions to optimise mixing of petro- ' * Including marine fuel.
yield optimisation leum products

- Optimising flows to increase the output of high-margin petroleum products Refinery throughput Refinery throughput Refinery throughput

+ Implementing advanced process management systems at refineries
+ Replacing fractionation trays

Reducing energy
consumption

+ Renovating facilities’ heat and steam condensate systems
+ Improving efficiency of waste heat boilers

+ Improving efficiency of process furnaces

+ Improving efficiency of heat exchangers

7.9

Refining depth

714.2.,

Investments over the year were In 2019, investments were focused
aimed at maintaining the existing on further construction of a vacuum
facilities, building a hydrocracking and gasoil hydrotreating unit, hydrogen
hydrotreating complex with off-site and sulphur production units, off-
facilities, implementing operational site facilities, and FCC unit, as well as

51.m

Refining depth

66.1-

6.1

Refining depth

78.0-

As part of the upgrade programme, a
35 kV central distribution station was
put into operation to receive, convert
and distribute electricity for processing
facilities covered by the programme.

efficiency projects, and designing other maintenance and operational efficiency
investment projects for the facility projects. The debottlenecking projects in 2019
upgrade. included the replacement of the

Three monitoring stations were fractionation trays for the K-10 vacuum

In 2019, the refinery commissioned its commissioned in order to assess the column of the crude oil distillation unit

kerosene preparation unit. environment on a 24-hour basis. The as part of the project to increase the
new equipment is part of the industrial vacuum gasoil extraction at ELOU-AVT-6
environmental monitoring system. unit.
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Ryazan Refinery

Saratov Refinery

Tuapse Refinery
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Angarsk Petrochemical
Company

Komsomolsk Refinery

Petroleum Product and Petrochemical

Output, kt

15,k207

Motor gasoline 3374
[ Diesel fuel’ 4,247
[l Kerosene 1,085
Il Naphtha 247
M Fuel ol 4,268
B Other 1,986

" Including marine fuel.

Refinery throughput

15.8.m

Refining depth
712.4,

The refinery launched commercial
production of Al-95-K5 Euro-6 motor
gasoline with improved environmental
and operational properties compliant
with STO 44905015-006-2017.

Investments over the year were aimed
at maintaining the existing facilities,
implementing operational efficiency
projects, and designing investment
projects for the facility upgrade.

The construction of a single laboratory
building was completed, followed by
the commissioning of a new high-tech
laboratory, and 19/5, GFU, L-35/6-
300, L-35/5-300, L-24/6 process units
were transitioned to cutting-edge
microprocessor-based distributed
control systems (DCS).
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Petroleum Product and Petrochemical

Output, kt

5,1'528

Motor gasoline 976

B Diesel fuel 1,739

B Naphtha 140

M Fuel oil 952

M Other 1,621
Refinery throughput

5.6,

Refining depth
81.8.-

In 2019, the refinery focused on the
maintenance of existing facilities,
operational efficiency improvements,
highly efficient debottlenecking projects
related to facility configuration, as well as
projects to hone the refinery’s long-term
competitive edge.

Petroleum Product and Petrochemical
Output, kt

8,9kt28

[ Diesel fuel 2,702

W Naphtha 1,695

M Fuel oil 3,030

W Other 1,501
Refinery throughput

9.0...

Refining depth
6 6 01 %

In 2019, investments were focused

on the large-scale renovation

projects, including the construction

of a hydrocracking and hydrotreating
complex with off-site facilities. Other
implemented projects included the
maintenance of the existing facilities and
operational efficiency improvement.

The Tuapse Refinery completed

the construction of water disposal
(treatment) facilities and a jet fuel
filtration unit as part of its diesel pool
project.

Petroleum Product and Petrochemical

Output, kt

6,(&83

Motor gasoline 905
[ Diesel fuel’ 2,161
[ Kerosene 118
Il Naphtha 156
B Fuel oil 1,876
W Other 867

" Including marine fuel.

Refinery throughput

6.3

Refining depth
68.7-

In the reporting year, investments

were focused on the comprehensive
upgrade programme, including the
construction of a hydrocracking complex
with off-site facilities and a petroleum
coke production unit, as well as on
operational efficiency improvement and
the maintenance of the existing facilities,
including the restoration of a gas
fractionation section of LK-6Us unit.

Petroleum Product and Petrochemical

Output, kt

7,9kt85

Motor gasoline 1,195
[ Diesel fuel’ 3,232
[ Kerosene 467
Il Naphtha 105
Hl Fuel ol 1,503
B Other 1,483

Refinery throughput

8.9

Refining depth

80.5-

In 2019, investments were focused

on the comprehensive upgrade
programme, including the construction
of sulphuric acid alkylation units and
diesel fuel hydrotreater with off-site
facilities, as well as on operational
efficiency improvement and the
maintenance of the existing facilities.

Petroleum Product and Petrochemical
Output, kt

7,9¢88

Motor gasoline 566

M Diesel fuel’ 2,609

[ Kerosene 189

Il Naphtha 626

Ml Fuel oil 1,709

B Other 1,389
Refinery throughput

1.2

Refining depth
75.9:.

In 2019, investments were focused

on the comprehensive upgrade
programme, including the construction
of a hydrocracking and hydrotreating
complex with off-site facilities, as well as
on operational efficiency improvement
and the maintenance of the existing
facilities.

The Komsomolsk Refinery was
connected to the ESPO pipeline.

95



dlly ROSNEFT
ANNUAL REPORT 2019

Bashneft refining complex:
Bashneft-Novoil,
Bashneft-Ufaneftekhim,
and Bashneft-UNPZ

16,561

Motor gasoline 3,639
M Diesel fuel' 7,152
[l Kerosene 202
Il Naphtha 551
B Fuel oil 3,250
B Other 1,767

" Including marine fuel.

In 2019, the throughput
stood at

18.7 im

Refining depth

81.0-.

In 2019, investments were largely
focused on maintenance of existing
capacities, aligning rules and regulations
with the relevant requirements, and
implementation of the comprehensive
upgrade programme.
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Small refining Facilities

1,8“58

Motor gasoline 49

M Diesel fuel 654

] Kerosene 134

M Naphtha 926

l Other 95
In 2019, the throughput

amounted to

1.9

The company holds interests in several
small refining facilities in Russia
(Nizhnevartovsk Refinery, Krasnoleninsky
Refinery, Purneftepererabotka and
Strezhevskoy Refinery 50%). In 2019,
these facilities processed a total of

1.9 mmt of oil, 1.5 mmt of which was
processed at the Nizhnevartovsk Oil
Refining Association.

Novokuibyshevsk Oils
and Additives Plant

In 2019, the throughput
amounted to

1.2

Marketable product output

005 mmt

In 2019, the facility continued to
implement the programme on
high-quality oil production for the
hydrogenation complex under
construction (Phase 1 and 2), as well
as proceeded with its environmental,
infrastructure and maintenance
initiatives.
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Petroleum Product Quality Control

The motor fuels produced by Rosneft's
refineries have high performance and
environmental characteristics and meet
the K5 fuel class requirements outlined
in the Technical Regulations of the
Customs Union CU TR 013/2011 On
Requirements for Motor and Aviation
Gasoline, Diesel and Marine Fuels,
Fuels for Jet Engines, and Fuel Qil. The
quality of Rosneft's motor fuels has been
confirmed by qualification and bench
tests run by specialised R&D centres,
and various awards and accolades.

Quality management systems at the
Company’s refineries comply with the
ISO 9000 international standards and
ensure high-quality production and a
minimum number of customer claims.

The Company's refineries have a
multi-stage Quality Control system for
feedstock and marketable products,
including incoming control of feedstock,
chemicals, and additives supplied to the
plants, as well as multi-stage monitoring
and quality control of components

and marketable products throughout
the entire production cycle, i.e. from
feedstock delivery to a facility to product
sales.

In 2019, the Company introduced an
enhanced quality monitoring of oil
delivered for refining.

The testing laboratories at the refineries
are equipped with state-of-the-art
equipment and analytical instruments to
ensure highly accurate and reliable test
results.

Product compliance is confirmed
through certification performed with
the assistance of accredited testing
laboratories and leading research
institutes.

The Company's refineries regularly

hold Quality Days attended by the
employees of relevant units to study the
best practices for improving production
efficiency and quality control, and share
experience in ensuring quality and safety
of petroleum products.

In 2019, the Company continued
expanding the range of additives that
improve performance characteristics

of motor fuel. Tests performed on the
additives helped reduce purchase costs
by increasing the number of available
alternatives.

As part of the import substitution
programme, the Company's refineries
use anti-wear additives produced by the
Group Subsidiaries in Russia.

Consistent measures to improve

and control the quality of petroleum
products resulted in more stringent
requirements for Al-95-K5 Euro-6 motor
gasoline with improved environmental
and performance properties, which
contains less sulphur, benzene, aromatic
and olefinic hydrocarbons and resins,
and has a longer shelf life.

In addition to the launch of Al-95-K5
Euro-6 production at Bashneft,
Bashneft-Novoil (to be sold in the
Republic of Bashkortostan) and at the
Saratov Refinery (for sales across the
Krasnodar Territory) in 2018, the Ryazan
and Syzran refineries have also put this
motor gasoline into production. The
Ryazan Refinery has been supplying
Euro-6 to the Ryazan, Kaluga and

Tula regions since May 2019, and to
Moscow and the Moscow Region since
December 2019.
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Overview of International Oil Refining Projects

amounted to 2.1 mmtin 2019. In 2019,
the Company supplied a total of 5 mmt
of oil to the refinery, while completing its
investment project for the construction

The Company indirectly holds a 21%
interest in Mozyr Refinery, Belarus,

through Slavneft. Rosneft's share in
the throughput of the Mozyr Refinery

of a heavy residue hydrocracking unit.

Promising Foreign Projects

In order to expand its presence in the growing high-margin markets, Rosneft
is carrying out a number of promising oil refining and petrochemicals projects

in Indonesia and China.

The project is implemented in
cooperation with Pertamina, Indonesian
oil and gas company, through the
establishment of a joint venture named
PT Pertamina Rosneft Pengolahan

dan Petrokimia (Rosneft holds 45%,
Pertamina - 55%) on 28 November
2017.
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PT Pertamina Rosneft Pengolahan

dan Petrokimia, a joint venture by
Rosneft and Pertamina, Indonesian
state oil and gas company, signed

a contract with Spanish Tecnicas
Reunidas SA on the basic (BED) and
front-end engineering design (FEED)
for an oil refining and petrochemical
complex in Tuban, Java, Indonesia. The
final investment decision (FID) on the
project will probably be made after the
completion of BED and FEED and will

The ownership structure of the Tianjin

Refinery includes:

= Rosneft - 49%;

= China National Petroleum
Corporation - 51%.

The refinery’s design capacity is
16 mmtpa.

be based on the results of fundraising.
The plant is expected to become one of
the most hi-tech facilities globally (with a
Nelson Index of 13.1). Its design capacity
will be up to 15 mmtpa for primary oil
refining, over 1 mmtpa for ethylene
production and 1.3 mmtpa for aromatic
hydrocarbons production.

The Board of Directors of PetroChina-
Rosneft Orient Petrochemical has
approved the technological structure of
the refinery and aromatic hydrocarbons
complex. Following a change in the
Chinese petroleum product market, the
parties agreed to update the project's
feasibility study.

In August 2017, Rosneft closed the deal
to acquire 49.13% of shares in Essar

QOil Limited (renamed as Nayara Energy
Limited in May 2018), an Indian company
that owns the country’s largest refinery
situated in Vadinar and a retail network
of filling stations across India.

The Vadinar refinery has a capacity of

20 mmtpa and ranks second in the
Indian market by throughput. It is among
the world's top ten most complex
refineries, with a Nelson Index of 11.8. It
is highly flexible as it can process heavy
and extra-heavy crudes, which account
for over 90% of its annual throughput.

The Vadinar refinery has achieved high
operational efficiency for its assets as 17
of its 28 Solomon benchmarks are in the
top 1st quartile.

The refinery owns a deep water port that
can accommodate VLCC supertankers,
while its power stations independently
provide ample power supply.

Nayara Energy Limited runs a large
network of filling stations under the
Essar brand in India, which included
5,628 operating stations as at the end
of December 2019. The number of filling
stations more than doubled over the
period of four years. The company has
three own oil depots and 13 under rent.

In January 2019, a concession
agreement on the operation of crude oil
export pipeline in Iragi Kurdistan came
into effect. The pipeline’s design capacity

Nayara Energy Limited operates in 27
out of 28 states of India, its market
share by sales being around 5.3%.

The company is planning to increase

the number of filling stations to

7.3 thousand by 2022 selecting the most
promising territories for development.

Nayara Energy Limited is implementing
a phased development programme

for its Vadinar refinery. During the first
phase, the company will reconstruct the
catalytic cracking facility and build new
polypropylene production units with an
annual capacity of up to 450 kt.

will be nearly 950 kbpd. The concession
term is 20 years with a 5-year extension
option. The Company's share in the
project is 60%.
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Oil Refining Assets in Germany

The Company entered the German
petroleum product market in 2011 when
it acquired a 50% stake in Ruhr Oel
GmbH (ROG) joint venture. Following
ROG reorganisation in 2016, Rosneft
gained direct control over more than
12% of Germany's oil refining facilities
with a total throughput of about

12.8 mmtpa. The Company became a
shareholder in three major refineries:
Bayernoil (12.5%), MiRO (12%), and
PCK Schwedt (35.42%). It then doubled
its shares in the refineries’ equity to
25%, 24% and 54.17%, respectively. At
the same time, BP accumulated 100%
shares of the Gelsenkirchen refinery.

In December 2019, Rosneft Deutschland
closed the deal to acquire 3.57% of
shares in Bayernoil Raffineriegesellschaft
mbH Refinery from BP Europa SE,
increasing its stake to 28.57%. As a
result, the Company saw its share in

the refining capacities of the Bayernoil
Refinery grow to almost 3 mmtpa,

its total throughput in Germany

now reaching 12.8 mmtpa, which
strengthened its positions both in
Bavaria, one of the largest industrial
regions of Germany, and Austria.

Rosneft is the third largest player in the
German oil refining market. Operating
activities are carried out by its subsidiary,
Rosneft Deutschland GmbH, which was
established in 2017. Rosneft supplies
almost a quarter of crude oil imports to
Germany - ca. 23 mmtpa.

On 1 January 2019 Rosneft Deutschland
GmbH initiated the direct sales of
petroleum products manufactured at
the three German refineries partially
owned by Rosneft. The product mix
includes motor gasoline, diesel fuel, light
heating oil, jet fuel, LPG, bitumen, heavy
marine fuel and petrochemical products.
The Company is a leader in the German
petroleum wholesale market.
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Apart from direct supplies from its
refineries, the Company uses over 30
export terminals to deliver petroleum
products by road, rail, and river. The
Company's customer base includes
more than 500 enterprises in Germany,
Poland, the Czech Republic, Switzerland,
Austria, and France.

In 2019, Rosneft Deutschland increased
sales of polymer-modified bitumen
(PMB) Alfabit by 37.5% year-on-year.
Alfabit is a high-tech material featuring
high elasticity and wear resistance.
Rosneft Deutschland began supplying
Alfabit to German consumers in 2018,
shortly after the start of sales and
marketing of bitumen in the country.
The Company also established a
supply chain for PMB in Germany using
feedstock from the PCK, Bayernoil, and
MIRO refineries.

In 2019, Rosneft Deutschland supplied
Alfabit PMB and other bitumen products
to KUTTER GmbH & Co. KG for the
construction of an extended runway

at the Memmingen (Allgdu) Airport in
Bavaria. The products were used to lay
about 57 kt of asphalt on 165 thousand
sq m of airport land. Thanks to its
strategically located shipping terminals
and the flexibility of the logistics system,
Rosneft Deutschland was able to supply
bitumen within a very short time.

Over the past year, the company's
customer base has grown by 30%, with
bitumen products delivered to Poland,
Austria, the Czech Republic, Switzerland,
France and other countries.

Apart from that, Rosneft Deutschland
signed contracts on into-plane fuelling
with airports in Munich and Berlin (Tegel
and Schonefeld) as part of its jet fuel
market share expansion in Germany.
Rosneft Deutschland owns a share in
the PCK Refinery in Brandenburg which
produces 300 ktpa of jet fuel, accounting
to almost a half of the total kerosene
consumed at Berlin airports.

MiRO GmbH & Co. Refinery KG
is located in Karlsruhe, Baden-
Wuerttemberg. This is the larg-
est oil refinery in Germany

and one of the biggest and most
innovative plants in Europe.
Capacity - 14.9 mmtpa
(Rosneft's share — 3.6 mmtpa),
the Nelson Index - 9.4.

The PCK Raffinerie GmbH

is located in Schwedt,
Brandenburg. Thanks to its
location it can supply Urals
through the Druzhba pipeline.
Capacity - 11.6 mmtpa (Rosneft's
share - 6.3 mmtpa), the Nelson
Index - 9.8. The company

is working on a mid-term devel-
opment programme to intro-
duce heavy residue processing
at the facility.

BAYERNOIL
Raffineriegesellschaft mbH
supplies fuel to Bavaria

and northern Austria. Capacity -
10.3 mmtpa (Rosneft's share -
2.9 mmtpa), the Nelson

Index - 6.8.

Strategy Operating
of the Company Results

Petrochemicals

Petrochemical assets form a crucial

part of Rosneft's production complex.
High product quality and continuous
improvement of production processes
provide the Company with a competitive
edge over other Russian and foreign
players in the domestic market.

The plant's main products include
ethylene, high-density polyethylene,
propylene, benzene, butylene-divinyl
fraction, ethylbenzene, styrene,
polystyrene, etc.

As of now, the Angarsk Polymer Plant is
the only polystyrene and high-density

Novokuibyshevsk Petrochemical
Company is one of the largest gas
processing, petrochemical, and organic
synthesis companies in Russia and
Eastern Europe.

Its product mix comprises over 30 items,
including tert-amyl methyl ether (TAME),

Ufaorgsintez is one of the largest
petrochemical enterprises in Russia
focusing on the production of phenol,
acetone, high-density polyethylene,
polypropylene and its copolymers,
synthetic rubber, and other organic
synthesis products. The plant produces
over 30% of Russia’s total phenol output
and is a leading producer of acetone.
Ufaorgsintez has a capacity of more than
850 ktpa.
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Rosneft's petrochemical complex

comprises:

= Angarsk Polymer Plant;

= Novokuybyshevsk Petrochemical
Company;

= Ufaorgsintez.

polyethylene manufacturer in Eastern
Siberia. The plant's annual output
includes over 200 kt of ethylene, over
100 kt of propylene, and 60 kt of
benzene. Ethylene is partially supplied
to Sayanskkhimplast as feedstock,

while the remainder is used to produce
high-density polyethylene and other
petrochemicals. The plant uses straight-
run gasoline and hydrocarbon gases

synthetic phenol, synthetic ethanol, and
acetone for industrial application, LPG,
and para-tertiary butylphenol (PTBP).

The company produces 300 ktpa of
high-octane additives for TAME motor
fuels and has PTBP production facilities
unrivalled in Russia and the CIS. Itis also
the only synthetic ethanol manufacturer
in the country.

The company's products are widely
used to manufacture plexiglass, phenol
formaldehyde resins, alkylphenols,
plastic films, and other products for
industrial and agricultural application,
and industrial rubbers. Ufaorgsintez's
products are of high demand in
mechanical engineering, consumer
goods, healthcare, electronics, and
electrical engineering sectors.

Some of its organic synthesis products
are unrivalled in Russia. The company’s

Rosneft also has petrochemical
production lines at Bashneft-
Ufaneftekhim (an aromatic hydrocarbon
production complex) and the Angarsk
Refinery (methanol, butyl alcohol, and
amine production units).

mainly produced by the Angarsk
Refinery as feedstock.

In 2019, the Angarsk Polymer Plant
processed 719.3 kt of hydrocarbon
feedstock, while its output of high value-
added marketable products amounted
to 550.4 kt.

In 2019, the company processed
1,013.3 kt of feedstock, while its output
amounted to 969.1 kt of marketable
products.

The company is carrying out a project

to build a pilot plant for the production
of synthetic polyalphaolefin base oils
(PAO) characterised by high viscosity and
low freezing point, the first of its kind in
Russia.

ethylene propylene diene monomer
rubber (EPDM) is a component of
various industrial rubber products,
including those used in the defence
industry, and wire and cable insulation in
electrical appliances.

In 2019, the company processed

685.3 kt of feedstock, its output being
617.3 kt of marketable products.
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Gas processing

The Company's gas processing assets
process the associated petroleum gas
from Rosneft's oil and gas production
facilities, and their output is mainly
utilised as feedstock for Rosneft's
petrochemical subsidiaries.

Otradnensky Gas
Processing Plant

In 2019, the OGPP processed

255.5 mmcm of associated petroleum
gas derived from the oil and gas fields
of Samaraneftegaz and Orenburgneft.

Neftegorsky Gas Processing
Plant

In 2019, the NGPP processed

456.1 mmcm of associated petroleum
gas derived from the oil and gas fields
of Samaraneftegaz and Orenburgneft.

Tuymazinskoye Gas
Processing Plant

In 2019, the TGPP, part of Bashneft,
processed 26.5 mmcm of associated

Shkapovskoye Gas
Processing Plant

In 2019, the ShGPP, part of Bashnetft,
processed 46.2 mmcm of associated

Buzulukskoye Gas
Processing Plant

In 2019, the BGPP, which includes

two standalone production facilities,
the Pokrovskaya Gas Treatment Unit
and the Zaykinskoye GPP, processed
1,054.8 mmcm of associated petroleum
gas and unstable gas condensate
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Rosneft's gas processing assets include:

= Otradnensky Gas Processing Plant
(OGPP)

= Neftegorsky Gas Processing Plant
(NGPP)

= Tuymazinskoye Gas Processing Plant

(TGPP)

= Shkapovskoye Gas Processing Plant
(ShGPP)

= RN-Buzulukskoye Gas Processing
Plant (BGPP)

Its main products are dry stripped
gas, natural gas liquids (NGLs), ethane
fraction, and industrial sulphur.

The plant continues a comprehensive
programme involving the upgrade and
replacement of worn-out and obsolete

Its main products are dry stripped gas,
NGLs, ethane fraction, and industrial
sulphur.

The plant continues a comprehensive
programme involving the upgrade and
replacement of worn-out and obsolete

petroleum gas derived from the oil
and gas fields of Bashneft-Dobycha
(Oil and Gas Production Board (OGPB)
Tuymazaneft), and 92.5 kt of NGLs
using its own or third-party products.

petroleum gas derived from the oil and
gas fields of Bashneft-Dobycha (OGPB
Ishimbayneft and OGPB Ufaneft), and
72 kt of NGLs using its own or third-
party products. Its main products

derived from the oil and gas fields

of Orenburgneft. Its main products
are combustible natural dry stripped
gas, liquefied gases such as industrial
propane-butane, motor propane-
butane, industrial propane, and
industrial butane, as well as stable
natural gasoline and industrial sulphur.

5 GPPs

integrated into
the Company

equipment with advanced modular
units, which will improve operational
efficiency and increase automation.

equipment with advanced modular
units, which will improve operational
efficiency and increase automation.

Its main products are liquefied gases
such as industrial propane/butane
mixture, isobutane fraction, and normal
butane fraction, as well as stable natural
gasoline and industrial sulphur.

are liquefied gases such as industrial
propane-butane, motor propane,
isobutane fraction, and normal butane
fraction, as well as stable natural
gasoline.

Currently, an investment project

is under way to build a 1.2 mmcm

gas desulphurisation unit at the
Zaykinskoye GPP, which will enable the
BGPP to process additional volumes
of sulphur associated petroleum gas
from the prospective licence areas of
Orenburgneft.

Strategy Operating
of the Company Results

Market Overview  Sustainable
and Competitive Development
Environment

Corporate Information
Governance

for Shareholders
and Investors

Production of Catalysts

Novokuibyshevsk
Catalysers Plant

In 2019, the Novokuibyshevsk Catalysers
Plant launched Russia’s first-ever
advanced pilot testing facility for
hydrotreating catalysts. The new facility
is aimed at testing technologies to
manufacture new catalysts designed by
Rosneft's and Russian R&D providers

Angarsk Plant of Catalysts
and Organic Synthesis

Work is under way at the Angarsk
Plant of Catalysts and Organic
Synthesis to build a production unit for

with a view to ramping up large-scale
production. Using the pilot facility's
equipment, the plant can test both
specific production stages and the
complete production cycle of alumina-
based catalysts.

At present, there are eight pilot batches
of various types of new catalysts
(catalysts for diesel fuel hydrotreatment,

platinum-containing reforming catalysts
and gasoline isomerisation catalysts.
Scheduled for commissioning in the first
quarter of 2021, the unit with a capacity
of 600 tonnes per year is designed to
improve the quality of reforming and

deep hydrodesulphurisation of vacuum
gasoil, isodewaxing, hydrofinishing of
diesel fractions, diolefin hydrogenation,
hydrodemetallisation, and silicon traps)
developed by corporate R&D units (RN-
TsIR and VNII NP) for the use in various
oil refining processes.

gasoline isomerisation catalysts. It also
intends to reduce platinum losses,
increase production reliability and
safety, and ultimately meet the need of
all Russian refineries for such catalysts.
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Commerce and Logistics

Oil sales

Rosneft pursues a policy aimed

at ensuring a balanced mix of oil
monetisation channels, including
refining at its own facilities in Russia
and Germany, export sales under long-
term contracts, tender-based spot
transactions and domestic sales.

The Company continuously monitors
the cost efficiency of its oil monetisation
channels to maximise the share of high-
margin channels in its overall sales
structure.

In the reporting year, the Company
supplied about 100.1 mmt of oil to
Russian refineries. In addition to
shipments to its refineries in Russia
during 2019, the Company supplied

2.8 mmt of own oil to German refineries
where it holds a stake.

The total sales to third parties in 2019
amounted to 155.0 mmt, including
5.6 mmt of oil sold domestically.

Oil Exports to FSU
and Non-FSU Countries

In the reporting year, Rosneft's FSU and
non-FSU oil exports totalled 149.4 mmt.
Eastbound exports, in particular pipeline
supplies to China and sales via the Kozmino
and De-Kastri ports, are the most profitable
for the Company. In 2019, supplies in
eastern direction, including international
trading, reached 79.7 mmt, up 35% year-
on-year. Oil produced in Russia accounted
for 53.9 mmt of these supplies (up 7%
year-on-year), with another 25.8 mmt

sold through international trading units,
which represents an almost threefold
increase year-on-year. In addition, the
Company exported 61.0 mmt of oil to
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Northwestern, Central, and Eastern Europe,
the Mediterranean and other non-CIS
countries, while also shipping 8.7 mmt to
the CIS.

The bulk of crude oil is exported via

the Transneft system, including the

trunk pipeline network and ports. In the

reporting year, we primarily exported

crude oil via the following channels:

= Pipeline: approximately 114.4 mmt
(76.6% of total FSU and non-FSU
exports), with 49.5 mmt of this
volume shipped via ports, and
around 64.9 mmt through pipelines
to China, Belarus, and Central and
Eastern Europe;

= Rail and mixed transport: 2.2 mmt,
accounting for 1.5% of total exports,
excluding the effect of asset
acquisition. These were mainly
supplies via the Caspian Pipeline
Consortium (CPC) running from the
Tengiz field in Western Kazakhstan to
the port of Novorossiysk;

= Other, including shipments through
the De-Kastri export terminal:
4.0 mmt.

Rosneft joined the CPC in 1996. It
holds a 7.5% stake in the project
via Rosneft Shell Caspian Ventures
Ltd., a joint venture between

the Company (51%) and Shell (49%).

Oil Supplies under Long-
Term Contracts

In 2019, the Company continued
supplying oil to China National
Petroleum Corporation (CNPC)

under the China-Russia government
agreement. The supplies, which total
40.0 mmtpa, including 10.0 mmt
transported through Kazakhstan, enable
Rosneft to retain its presence in this
strategic export market.

Breakdown of Exports, %

149.4

mmt
China (pipeline) 27 %
[ International trading 19 %
M Primorsk (sea) 13 %

M Central and Eastern Europe 11 %
(pipeline)

Kozmino (sea) 8 %
Ust-Luga (sea) 7 %
Belarus (pipeline) 6 %
Novorosskiysk (sea) 6 %
[ De-Kastri (sea) 2%
M Rail 1%
W Varandey (sea) 1%

= In 2019, eastbound oil supplies,
including international trad-

ing, soared 35% to 79.7 mmt,
with around 58.3 mmt shipped

to China, up 17% year-on-year.
Shipments under a long-term
contract with CNPC, our key
counterparty, remained robust

at 40.0 mmtpa.

Rosneft's trading subsidiaries
shipped 28.7 mmt of third-party oil
to non-FSU countries, many times
more than in 2018.

Strategy Operating
of the Company Results
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Expanding Cooperation
with Oil and Petroleum
Product Consumers

In 2019, the Company continued to
focus on end-consumers, with exports
exceeding 72 mmt.

In an effort to maintain and strengthen
cooperation, we signed a two-year
contract with PKN Orlen S. A. to
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supply oil to Poland via the Druzhba
pipeline. We also obtained a three-year
extension for the existing contract with
this company to ship oil to refineries

in the Czech Republic. Furthermore,
Rosneft made an agreement with JXTG
Nippon to supply ESPO and Sokol crude
in 2020.

We continue to foster collaboration with
end-consumers of petroleum products.

In 2019, we shipped 0.7 mmt of stable
natural gasoline to JXTG Nippon.

The Company steps up domestic sales
of vacuum gasoil processed at TANECO
and Orsknefteorgsintez refineries. Over
the year, we supplied 27.4 kt of this
product.
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Petroleum Products Sales
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Export Sales of Petroleum
Products

In 2019, export sales of petroleum
products totalled 70.1 mmt'.

Rosneft makes regular wholesale
shipments of light and dark oil products
to Mongolia. In 2019, we supplied

1.3 mmt of light petroleum products, up
0.2 mmt from the previous year.

The Company continues to focus on
expanding its international footprint
and diversifying its sales routes. During
the summer shipping season in 2019,
we used our fleet to export diesel fuel
directly from the Syzran and Saratov

refineries to a foreign port on CFR terms.

This arrangement helped us maximise
the use of its own tanker fleet and avoid
the cost of additional transshipment at
sea ports.

! Including export bunkering services
2 . . . .
Including domestic bunkering services
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Domestic Sales
of Petroleum Products

In 2019, domestic sales of petroleum
products totalled 42 mmt, up 2.2%
year-on-year?.

Rosneft is Russia’s largest motor fuel
exchange trader. In 2019, we traded
extensively in petroleum products.

The share of Rosneft (including the Ufa
group of refineries) in total sales during
the main session stood at:

= 47.7% for motor gasoline;

= 36.4% for diesel fuel;

= 51.9% for fuel oil.

The Company exceeded on-exchange
sales targets set by a joint order of the
Russian Federal Antimonopoly Service
and the Russian Ministry of Energy dated
12 January 2015. The reporting year
saw 24.8% of total motor gasoline, 9.8%
of diesel fuel, 14.7% of kerosene, and
3.4% of fuel oil from Rosneft refineries
(including the Ufa group) sold on the
exchange vs the required 10%, 5%, 10%,
and 2%, respectively.

As requested by our counterparties,

we supplied motor fuel in full and on
time under the Northern Supply Haul
programme.

Sales of Petroleum Products
to FSU Countries

In 2019, Rosneft maintained stable

and uninterrupted tanker supplies

of petroleum products to Armenia,
shipping 234.7 kt of high-quality gasoline
and diesel fuel to the country from its

Russian refineries (up 34% year-on-year).

We also supply gasoline and diesel fuel
to RN-Kyrgyznefteprodukt, our sales
subsidiary in the Kyrgyz Republic, for
resale via its own retail network and
wholesale channels. In 2019, petroleum
product shipments totalled 100.9 kt.

We continued to supply petroleum
products to the retail network in
Georgia, with volumes reaching 180.5 kt,
up 37 kt from the previous year.

Meeting federal customers'
demand

Meeting federal customers’ demand
for petroleum products is our key
priority under the corporate policy.

In 2019, Rosneft and its subsidiaries
fully delivered on their obligations to
supply petroleum products to federal
customers. Next year, we will continue
working in this area.

Information
for Shareholders
and Investors
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Gas sales

Rosneft supplies natural gas, dry stripped
gas, and associated petroleum gas to
consumers in Russia and abroad.

Associated petroleum gas is processed
at the Company’s own gas processing
plants and by third parties, such as SIBUR
Holding and Surgutneftegas.

Under the contact with Gazprom, we
use its transportation system to supply
the bulk of natural and dry stripped gas
to end-consumers and regional sales
companies in almost 40 Russian regions.
On international markets Rosneft mainly
sells natural gas in Egypt and Vietnam.

Our long-term goal is to become
a leading independent gas supplier
on the domestic market.

In 2019, Rosneft's domestic natural gas
deliveries were 59.92 bcm while sales
amounted to RUB 200.4 bIn.

The Sverdlovsk Region remains our key
region in terms of gas sales. Our supplies
cover approximately 82% of local gas
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Gas Deliveries, bcm

p—
61.77

bem

In Russia 56.92
M Abroad 4.85

demand from both industrial facilities
and residents.

International gas deliveries amounted to
4.85 bcm, with the bulk of the product
coming from the Zohr field.

In 2019, gas sales grew by 10.7% to
RUB 258.8 bln mainly due to increased
exports and a 1.4% indexation of gas
prices for industrial consumers from

1 July 2019.

Gas Revenue, RUB bln

258.8

RUB bln

In Russia 200.4
M Abroad 58.4

To maximise gas monetisation, Rosneft
has developed a commodity transport
flow optimisation system used for
calculating the operational gas balance.

We continued trading in natural gas

at the St Petersburg International
Mercantile Exchange (the exchange
launched gas trading in 2014). In 2019,
we sold 0.06 bcm, which represents 0.5%
of the total trading volume.
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Retail Sales

As at the year-end, Rosneft's retail sales = kicked off a service for exchanging = carried on with the Active Sales
covered 66 Russian regions. We operate bonus points or miles between programme, with sales targets set for
the largest and most geographically the BP Club and Family Team key product categories at each filling

diverse retail chain in Russia, holding programmes and the Aeroflot Bonus station;
a leading position in most regions. We programme; = staged over 100 nationwide promos
also have retail chains in Abkhazia, = held a survey of Family Team and of various types at Rosneft, BP and

Belarus, and Kyrgyzstan. Rosneft is a BP Club members, which showed a Bashneft filling stations to boost non-

leading Russian fuel brand in terms of
recognition and quality perception.

As at 31 December 2019, the Company’s
retail chain comprised 3,069 filling
stations, including 63 in Belarus,
Abkhazia, and Kyrgyzstan. Our own

and leased filling stations operated
2,079 shops. Over the same period,

the Company had 132 oil depots with

a combined capacity of 2.2 mmcm and
approximately a thousand gasoline
tanker trucks in operation.

In 2019, Rosneft closed a deal

to acquire a 100% equity stake

in Petersburg Fuel Company.

As a result, Rosneft established
itself as a leader in one of its key
regions, while also expanding its
retail chain to 3,069 filling stations
as at the year-end.

Petroleum product retail sales increased
by 6% year-on-year to 14.5 mmt, mostly
driven by the use of fuel cards (+16%),
and average sales per filling station
came in at 13.1 t per day.

In accordance with its retail business

strategy, the Company took the following

steps:

= expanded the Family Team and
BP Club loyalty programmes to cover
13.6 million people in 64 regions as
at 31 December 2019;

= launched virtual BP Club and Family
Team cards issued via a mobile app
to eliminate the need for a plastic
card;
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satisfaction level of 98-99%;

piloted fuel payments via Moscow
Credit Bank's World of Privileges
mobile app. The service enables

BP customers in Moscow, the Moscow
Region, St Petersburg and Tver to pay
for fuel without leaving the car;
launched a virtual B2B fuel card
across our entire retail chain;
expanded sales geography for the
better performing eco-friendly Euro-6
motor gasoline, a Top 100 product in
Russia, to cover nine regions where
our retail networks operate;

closed a deal to acquire a

100% equity stake in Petersburg Fuel
Company, the largest independent
motor fuel operator in St Petersburg;
refurbished 102 filling stations in

the Rostov, Kursk and Belgorod
regions as part of the TNK-to-Rosneft
rebranding project;

increased the number of CNG
modules at the existing filling stations
to a total of 12. These modules
service 2.5 thousand vehicles daily,
with monthly sales standing at

1,7-2 mmcm;

continued to expand the food
offering in cafés at filling stations

by creating self-service areas and
installing hot dog rollers. As at

31 December 2019, we served

coffee at 2,530 outlets and hot dogs
at 1,450 outlets, with self-service
areas and coffee corners available

at 780 outlets. Our retail stations
saw hot drink revenue and non-fuel
revenue for the year increase by 6%
and 2% year-on-year, respectively;

fuel sales;

= completed a project to overhaul
14 existing BP filling stations with a
focus on the café offering, opened
five additional small-size filling
stations in the Moscow Region and
Tver. The refurbished filling stations
feature a single customer service
area which accommodates a Wild
Bean Café and a fuel section;

= arranged for private label products
(water, chocolate bars, wipes,
and screen wash) to be sold at
35 subsidiaries;

= performed over 9,000 checks at
the filling stations in 47 Russian
regions as part of the ongoing fuel
quality assessment using mobile
laboratories;

= In 2019, the Federal Agency
for Technical Regulation and
Metrology (Rosstandart) conducted
32 independent inspections
across Russia, which covered 4 oil
depots and 74 retail stations. The
inspections confirmed the high
quality of our motor fuel.

Improvements in Retail
Business Efficiency

In 2019, the Company continued with
phased automation of all material
flow measurements and introduction
of a monitoring system keeping track
of inventories at subsidiaries. As at
31 December 2019, we automated
measurements at 81 oil depots and
more than 2,900 filling stations and

provided measuring instruments for
99% of material flows at filling stations
and 79% at oil depots.

To ensure sustainable demand and

maximise retail and wholesale customer

loyalty, we will focus on:

= developing a risk-based fuel quality
management system across the
supply chain, from refinery to
consumer;

= implementing an electronic system
to guarantee the quality and quantity
of petroleum products delivered in
gasoline tanker trucks;

= expanding the fuel offering in regions
where Rosneft operates its retail
chain;

= expanding the non-fuel offering,
including private label products

and merchandise from other FMCG
players;

= developing digital communication
channels at filling stations to acquire
new customers and enhance
customer experience.

In 2019, the Company continued to
improve the efficiency of its retail
business by optimising administrative
costs and operating costs at filling
stations and oil depots. Despite an
increase in variable storage and
transportation costs driven by a 9% rise
in retail sales, we managed to reduce

unit operating costs by 3% year-on-year.

As part of our efforts to improve the
efficiency of oil depot facilities, we
shut down seven underperforming

i

depots that did not meet its

technical requirements. We also cut
transportation costs by optimising the
logistics of direct petroleum product
supplies from refineries using tanker
trucks. In 2019, we increased direct
supply volumes by 4% year-on-year.
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B2B

In 2019, sales of jet fuel reached

3.4 mmt. With a 31.2% share of

the Russian market in terms of jet
fuel output in 2019, the Company
maintained its leading position in the
country.

The sales structure in 2019 was as

follows:

= 2.2 mmt sold to airlines and refuelling
facilities;

= 1.2 mmtsold in bulk, including
commodity exchange sales (0.5 mmt).

In Russia, jet fuel is sold through a
chain of Rosneft's refuelling facilities at
21 airports and third-party refuelling
facilities at 22 airports. The Company
also sells jet fuel at seven airports in
Germany, Georgia and Mongolia.

Key customers of the Company are
Aeroflot Group, S7 Group, Ural Airlines,
Pegas Group, Volga-Dnepr Group,
Yamal Airlines, NordStar Airlines, Turkish
Airlines, and Lufthansa Group.
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Rosneft's bunker fuel is sold in all
major Russian sea and river ports
and a number of foreign destinations.
Bunker fuel sales in 2019 amounted
to 2.85 mmt, including bulk sales

to foreign consumers (operators of
transcontinental container shipping
lines) at sea ports in the Russian Far
East.

The sales structure was as follows:

0.6 mmt (20%) was sold in the domestic
market, and 2.3 mmt (80%) was sold to
non-resident shipping companies.

In 2019, the Company took action to
increase the output of environmentally
friendly marine fuels compliant with the
Russian and international standards,
including the marine fuel sulphur
content restrictions imposed by
MARPOL (Convention on the Prevention
of Marine Pollution by Dumping of
Wastes and Other Matter) in effect from
1 January 2020. In particular:
= RN-Komsomolsk Refinery began
manufacturing RMLS 40 low-sulphur
marine fuel (max. 0.5% sulphur
content) for the Russian Far East;

= Krasnoleninsky Refinery started the
production of DMF-IIl distilled marine
fuel (max. 0.5% sulphur content) for
Central Russia;

= Nizhnevartovsk Refinery put DMF-
Il distilled marine fuel (max. 0.5%
sulphur content) into production. The
fuel is intended to be sold at river
ports in the Volga and Don basins
and in Western Siberia.

= Bashneft-Ufaneftekhim began
manufacturing RMLS 40 bunker
fuel oil (E Il category with max. 0.5%
sulphur content and E | category with
max. 0.1% sulphur content).

Sales of bitumen materials in 2019
reached 2.6 mmt. Sales of road bitumen
compliant with the new GOST 33133-
2014 standard amounted to 1 mmt, a
sizeable increase from 0.6 mmt in 2018.

The domestic market accounted for 98%
of total bitumen sales in the reporting
period.

Rosneft continues expanding production
of an innovative polymer-modified
bitumen (PMB), which substantially
improves the road surface quality. Sales
of PMB in 2019 grew 41% year-on-year
to 107 kt.

In 2019, sales of the Company's oil
business totalled 1,075 kt, up 6% (70 kt)
year-on-year. Domestic sales accounted
for 712 kt (66% of total sales).

Sales of premium lubricants in the
reporting period reached 77 kt.

In 2019, sales of lubricants to end
consumers under direct contracts
increased by more than 40% (41 kt)
year-on-year.
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Production Planning and Logistics
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= The Company met its targets for oil The Company views improvement bottlenecks in logistics, and finding
and petroleum product shipments. of production programmes for its new and efficient logistics routes;
= Refineries' production programmes refineries, optimisation of shipment = fulfilment of commitments regarding

schedules and reduction of costs as its
top priorities. In 2020, the Company will
continue working to achieve the above

and petroleum product sales
destinations were chosen to
maximise consolidated netback.

railway shipments of petroleum
products to extend the discounts
offered by Russian Railways to the

= Rosneft and Russian Railways goals through: Company, and further negotiations
extended their petroleum product = optimisation of production with Russian Railways on discounts;
transportation contracts providing for programmes for the refineries and = development of the Company's

discounts on railway transportations sales of petroleum products to the
from the Saratov Refinery, Samara most profitable destinations;

group of refineries and refineries = tendering out contracts for the

in Eastern Siberia (Angarsk, Achinsk transportation and forwarding of
and Komsomolsk), and signed a oil and petroleum products from all
contract for discounted railway of Rosneft's loading terminals, and
transportations from the Ufa group awarding five-year contracts to rolling

shipping services following the
commissioning of its new tanker fleet
(several Aframax tankers).

of refineries. stock operators based on the bidding
= The Company launched an initiative results;
to synchronise daily production = reduction of logistics costs associated

and shipment plans and performed
factor analysis to identify deviations
across the branches of RN-Trans to transport, optimisation of costs
decrease the downtime of empty associated with the Company’s
freight cars. own logistics assets, elimination of

with the transportation of petroleum
products by different modes of

111



dllly ROSNEFT Strategy Operating Market Overview  Sustainable Corporate Information

ANNUAL REPORT 2019 of the Company  Results and Competitive ~ Development Governance for Shareholders
Environment and Investors
Marine terminals owned by the Company RN-Morskoi Terminal Nakhodka petroleum transshipment terminal

The terminal transships mostly 2019 Performance Highlights
export petroleum products from = The terminal is upgrading its production assets to make them compliant with the
the Komsomolsk Refinery, Angarsk latest industrial, environmental and fire safety requirements.
Petrochemical Company, and Achinsk = In 2019, the work continued to upgrade a tank farm, an oil tanker pier and
Refinery. It is also used to ship clean-up facilities to meet the requirements of applicable regulations.
petroleum products to the domestic = In the fourth quarter of 2019, the terminal commissioned a new fire station. A
market (Magadan, Chukotka, Kamchatka segregated technology is adopted to transship DTI-Euro-K5 diesel fuel (for the
and Sakhalin regions). needs of the Russian Federal Security Service).

Target programmes of the Company

= Target programme for the petroleum product quality assessment and assurance:

- inthe fourth quarter of 2019, the terminal piloted the first phase (petroleum
products at tank farms) of the online accounting system;

- in the fourth quarter of 2019, the terminal piloted the fourth phase
(petroleum products at unloading) of the online accounting system (rail
weighing scales for moving tank cars arriving at the terminal for unloading);
in the fourth quarter of 2019, the terminal began construction and

In 2019, the total transshipment : ] )
installation for the second phase (petroleum products at the oil tanker

volume (including bunkering)

at the terminal in Nakhodka pier) of the online accounting system (installation of the petroleum product
amounted to measurement and quality assessment system at the loading pipelines to
measure the weight of petroleum products loaded onto the tanker).
5 7 = Target programme for the installation of protective equipment to prevent falls
° mmt, from height at marine terminals of the Company:
including 0.22 mmt of third- - inthe fourth quarter of 2019, the terminal commissioned safety equipment
party products. to prevent falls of the personnel from unloading racks No. 1 and No. 2.
RN-Morskoi Terminal Tuapse petroleum transshipment terminal RN-Arkhangelsknefteprodukt petroleum transshipment terminal
The terminal transships mostly export 2019 Performance Highlights The terminal transships mostly export 2019 Performance Highlights
petroleum products from the Tuapse petroleum products from the Samara
Refinery, Saratov Refinery, Samara group = In 2019, the terminal commissioned an additional fire fighting system for tank group of refineries and Angarsk = The following systems were installed and commissioned at the terminal:
of refineries, Nizhnevartovsk Refinery, farms No. 2 and No. 4 and a terminal-wide automatic measurement, stocktaking Petrochemical Company and third-party - APCS: control cables replaced in the TRL/2 system of the tank farm; level
and Bashneft refineries. and balancing system. products, as well as provides bunker fuel gauges replaced in the petroleum product measuring (weighing) channels of
= The terminal is upgrading its production assets to make them compliant with the transshipment services. It is also used to vertical steel tanks;
latest industrial, environmental and fire safety requirements and carrying out deliver fuel to the Far North and supply - Process Pipelines: four mass flow meters installed in the bunkering
a production expansion programme to increase freight turnover at the Tuapse wholesale buyers in the Arkhangelsk system at piers, commissioned and integrated into the online accounting
Refinery. Region. information system;
= The work is underway to introduce a monitoring system for material flows in tanks - Video Surveillance System: a tank car video recording system, including
and pipelines and install stationary protective equipment to prevent falls from IR imagers, installed and commissioned. The unloading rack underwent
loading/unloading racks and lighting tower ladders. repairs to increase its bunker fuel unloading capacity.

= A mothballed pumping station was put back into operation at an increased
unloading capacity; the volume of bunker fuel stored at a time was increased;

In 2019, the total transshipment RN-Morskoi Terminal Tuapse In 2019, the terminal was In 2019, the total transshipment 10 th. cub m tank No. 30 and 1 th. cub m tank No. 28 underwent capital repairs
volume (including export transshipped an additional upgraded to receive petroleum volume (including export ' ' ‘ ' '
and domestic bunkering products from sea-going ships, and domestic bunkering
services) at the terminal 0 9 5 mmt with services) at the terminal

°

in Tuapse amounted to

amounted to
1 5 2 of crude oil for the Tuapse > 9 0 kt 1 2
° mmt ° mmt,

Refinery.
of petroleum products . . .
The Company’s deep-water additionally delivered including 0.46 mmt of third-
berth accounted for 9.3 mmt by the Company's tankers party products.
of the total transshipment (Rosnefteflot).

volume.
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Macroeconomic Environment in 2019

GDP

According to January 2020 estimates
from the International Monetary Fund
(IMF), global economic growth in 2019
(PPP" GDP in constant 2011 prices)
slowed down to 2.9% year-on-year (3.6%
year-on-year in 2018). GDP growth rates
in developed economies dropped from
2.2% year-on-year in 2018 to 1.7% year-
on-year in 2019 while slipping in emerg-
ing markets from 4.5% year-on-year to
3.7% year-on-year.

The global GDP growth was largely
halted by a cyclical economic slowdown
in developed economies (above all in the
USA and the European Union) and esca-
lation of trade conflicts.

According to OECD data, GDP growth

in the USA slowed down to 2.3% year-
on-year in 2019 on the back of lower in-
vestment activity. As the economy was
slowing down, the U.S. Federal Reserve

started loosening its monetary policy by
cutting its key interest rate by 25 bps
three times in 2019 to 1.5-1.75% p. a. as
at the end of December 2019.

According to an initial assessment from
OECD as at the end of January 2020,
GDP growth rate in the Eurozone went
down from 1.9% year-on-year in 2018

to 1.2% year-on-year in 2019, driven by
weaker consumer spending and external
demand for European goods amid rising
protectionism in global trade.

As a result of slower economic growth
and inflation dropping from 1.8% to
1.2%, the European Central Bank (ECB)
lowered its deposit rate in September
2019 by 10 bps to -0.5% p. a., an-
nounced that it would resume purchas-
ing assets for EUR 20 bIn per month
starting from November and extended
the maturity of targeted longer-term

GDP Growth Rates in Developed Economies?,% year-on-year

1.9
1.5
Iil

Global Developed economies

2018
[ 2019

W 2020 (F)
B 2021 (F)

36 i
33
29 29
22 23
19 19
71616
USA

Canada Eurozone Germany

Sources: International Monetary Fund (IMF), Organisation for Economic Co-operation

and Development (OECD), Eurostat

! Purchasing power parity.

? The data provided hereinafter is based on forecast figures for 2020 and 2021.
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refinancing operations (TLTRO) from two
to three years.

Export-oriented economies were ad-
versely affected by changes in trade
agreements and the newly imposed
trade restrictions. In particular, GDP
growth in Germany slowed down from
1.5% in 2018 to 0.6% in 2019.

According to OECD data, GDP growth in
the UK slightly accelerated to 1.4% (vs
1.3% in 2018). The growth was mainly
driven by consumer spending and gov-
ernment consumption. The effect from
capital investments remained very
marginal.

GDP growth rate in Japan rose from
0.3% in 2018 to 0.7% in 2019 on the
back of higher consumer spending and
government expenditures as well as pri-
vate investment in housing construction.

17
13 1.4 1314
0.9
0808 47 o7
0‘3I0.2 I
France UK Japan
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GDP Growth Rates in Emerging Markets, % year-on-year

6.8 6.6

Emerging markets India

2018
[ 2019
W 2020 (F)
| 2021 (F)

China Brazil Russia

Sources: IMF, OECD, Federal State Statistics Service (Rosstat)

In 2019, emerging markets demon-
strated the lowest GDP growth rates
since the global meltdown in 2008-
2009. Some of the emerging economies
suffered from a slump in commodity
prices and geopolitical tensions all over
the world.

The Chinese economy continued to slow
down as its growth rate dropped to 6.1%
year-on-year in 2019 (the lowest value

in the last 28 years), which was driven

by shrinking net exports of goods and
services amid the unfolding trade con-
flict with the USA and halted domestic
demand as a result of tougher financial
sector regulations.

Global Trade

According to IMF estimates, global trade
saw a major slowdown from 3.7% year-
on-year in 2018 to 1.0% year-on-year

in 2019, which was caused by heighten-
ing political and commercial contradic-
tions between the USA and China.

GDP growth rate in India decelerated
from 6.8% in 2018 to 4.8% in 2019. The
sluggish economic growth was due to re-
duced investment activity.

GDP growth in Brazil slowed down

from 1.3% in 2018 to 1.1% in 2019.
Mexico was facing stagnation with a
zero GDP growth (2.1% year-on-year

in 2018). Overall, GDP growth rates

in Latin America and the Caribbean

fell from 1.1% year-on-year in 2018 to
0.1% in 2019, mainly due to downturns
caused by lingering structural challenges
in some countries.

The growth rates of trade in goods

and services in developed econo-

mies dropped from 3.2% year-on-year
in 2018 to 1.3% year-on-year in 2019
while sinking in emerging markets from
4.6% year-on-year to 0.4% year-on-year.
As projected by the IMF, global trade will

! The forecast was completed before the coronavirus pandemic.

South Africa Saudi Arabia

The Middle East and Central Asia suf-
fered a major setback (with GDP growth
rates going down from 1.9% in 2018

to 0.8% in 2019, including Saudi Arabia
descending from 2.4% to 0.2%). So did
the European emerging markets (climb-
ing down from 3.1% in 2018 to 1.8%

in 2019).

In January 2020, the IMF cut its global
growth outlook for 2020 from 3.3% (vs
3.4% projected in October 2019). The
coronavirus pandemic caused the OECD
to review its global GDP growth forecast
for 2020 to 2.4% in the base-case sce-
nario. In 2021, GDP growth is expected
to recover to 3.3%.

accelerate to 2.9% year-on-year in 2020
and 3.7% year-on-year in 2021". The
growth will be mainly driven by a fur-
ther rise in domestic demand, with cap-
ital investments prompting investment
imports.
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Russian Economy

In 2019, the Russian economy slowed
down. According to an initial assessment
from the Federal State Statistics Service
(Rosstat), the Russian GDP rose by 1.3%
year-on-year in 2019 (vs 2.5% year-on-
year in 2018).

The slowdown was solely attributable to
shrinking exports, with the entire GDP
growth in 2019 driven by a 2.6% in-
crease in domestic demand for Russian-
made goods for both consumer and
investment purposes.

In addition, gross capital accumulation,
including both fixed and working capital,
was growing marginally and still strug-
gling to reach its pre-crisis state, also re-
sulting in a weaker economic growth.

Amid a stronger rouble and expanding
domestic demand, imports of both in-
vestment and consumer goods and ser-
vices increased by 2.2% in 2019 (vs 2.6%
in 2018).

In physical terms, export volumes
dropped by 2.1% (up 5% in 2018). The
OPEC+ agreement on production cuts
remained in effect, somewhat holding
down Russia’s exports.

According to Rosstat data, the follow-
ing sectors were the largest contribu-
tors to the GDP growth in 2019: financial
and insurance services (0.4 p.p.), natu-
ral resources (0.3 p.p.), manufacturing
industry and trade (0.2 p.p. each), and
transportation and storage (0.1 p.p.).

Investment demand was sluggish, which
resulted in a lower gross value added
(GVA) in construction (contributing

0.02 p.p.) and a shrinking GVA in ma-
chinery manufacturing.

In 2019, the country’'s GDP was neg-
atively affected by a shrinking GVA in
real estate transactions (down 0.1 p.p.),

! According to the customs statistics.
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mostly due to fewer residential proper-
ties going on stream. On top of that, the
GDP was impacted by lower activities

in healthcare and social services (down
0.1 p.p.) as a result of contracting federal
budget expenditures.

As a result, Russia’s economic growth
was mainly driven by private domes-
tic demand, which translated into more
jobs and higher real wages. Large-scale
government expenditures were key to
maintaining macroeconomic stability.

According to the Federal Customs
Service of Russia, exports of Russian
goods' in value terms in 2019 amounted
to USD 422.8 bIn. As compared

to 2018, exports of goods declined by
USD 26.8 bin, or 6.0% year-on-year.

The Russian exports contracted in 2019
mainly due to exports of fuel and energy
resources dropping by USD 24.5 bin
amid decreasing prices for crude oil and
natural gas.

Russian Exports, USD bln

Exports of goods were also negatively af-
fected by metals and metalware (down
by USD 6.1 biIn), lumber and pulp and
paper (down by USD 1.1 bIn), machines,
equipment and vehicles (down by

USD 0.7 bln), food and soft commodities
(down by USD 0.2 bIn).

2019 saw a steep increase in exports of
gems and jewellery (up by USD 5.1 bin).

Exports of crude oil in value

terms in 2019 shrank by 6.0% to

USD 121.4 bln, exports of petro-

leum products dropped by 14.5% to
USD 66.9 bin, exports of natural gas,
including liquefied natural gas (LNG),
slipped by 9.0% to USD 49.6 bin. In
2019, crude oil and petroleum products
accounted for 56.3% of total exports,
down 2.0 p.p. year-on-year.

As at 1 January 2020, Russia’s interna-
tional reserves rose by USD 85.9 bin

449.6
422.8

343.5 357.3 162.6

285.8

119.6

160.3

127.4 1453 .

i ﬁ - 78.2 66.9

67.5 .2
46.1 8 599
2015 2016 2018 2019

Crude oil
Petroleum products

B Gas (including LNG)

[l Other fuel and energy resources
Other goods

Source: Federal Customs Service of Russia
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mainly through FX purchases in the do-
mestic market under the fiscal rule.

In 2019, the unemployment rate and the
number of those employed both con-
tinued on a descending trajectory. In
December 2019, employment amounted
to 72.4 min people, down 0.2 mIn year-
on-year. In the medium term, shrinking
manpower is likely to hinder the coun-
try's economic growth.

In December 2019, the unemployment
rate dropped to 3.5 min people, down
0.2 mIn year-on-year.

As a result, the unemployment rate was
4.6% of economically active population,
down 0.2 p.p. year-on-year. Russia en-
joys the lowest unemployment rate in its
modern history.

In 2019, real household income grew
1.5% year-on-year (vs 1.1% year-on-year
in 2018) while real disposable income
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and Competitive  Development
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and Investors

added 0.8% year-on-year (vs 0.1% year-
on-year in 2018). According to Rosstat,
income growth continues to lag behind
real wages, which rose by 2.9% year-on-
year in 2019.

According to the Bank of Russia’s base-
case scenario as at February 2020,
Russia’'s GDP will grow by 1.5-2.0%

in 2020. The growth will be mainly
driven by higher government investment
spending as national projects are gain-
ing traction.

The Russian economy is projected to
accelerate up to 1.5-2.5% in 2021 and
2.0-3.0% in 2022 on the back of grad-
ually accruing positive effects from
planned budget initiatives and national
projects, if successful. However, the
growth in 2021-2022 will be halted by a
potentially weaker external demand with
Russian exports struggling to increase by
2.0-2.5% in 2021 and 2.5-3.0% in 2022.

Unemployment in Russia (at Year-
End), % of Economically Active
Population

58
53 51

4.8 46

2015 2016 2017 2018 2019

Changes in Real Disposable Income
and Wages in Russia, % year-on-year

8.5
29 2.9
0.8 01 0.8
2015 2016 2017 2018 2019
-0.5
-3.2
-5.8

-9.0

Real disposable income

Real wages

Sources: Central Bank of the Russian
Federation (Bank of Russia), Rosstat
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Energy Prices, Foreign Exchange Rates and Inflation in Russia

In 2019, the annual average Brent price

In November, the monthly average Brent

Annual Average Urals and Brent
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Changes in Annual Average Nominal Exchange Rates of the Largest Emerging Markets’ and Oil-Producing Countries’
National Currencies to USD in 2019, % year-on-year

0.7 0.0 -0.1 Canada India Russia China Australia Brazil Norway South Africa Columbia Kazakhstan — Turkey Iran
Indonesia Saudi Mexico
Arabia 24 28
: 30 42

-7.0 -7.3 76 .
83 499 99

-14.5

-34.6

*“+” means currency appreciation while “-” means currency depreciation.
Source: Bank for International Settlements

Changes in Nominal Exchange Rates of the Largest Emerging Markets’ and Oil-Producing Countries’ National Currencies
to USD at the end of December 2019, % year-on-year

1.8
4.9
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2.4
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0.0 Australia ~ Columbia  Norway China India Iran Brazil Turkey
Russia Canada Mexico  Indonesia South  Kazakhstan Saudi .05
Africa Arabia : -0.8 -1.0 12
-2.4
34 34

-11.1

*“+” means currency appreciation while “~" means currency depreciation.
Source: Bank for International Settlements

was USD 64.3 per barrel, down 9.5% price bounced back to USD 63.0 per Prices, USD/barrel
year-on-year’. barrel as the trade row between the
USA and China eased up. In December, 69.?3”
Throughout 2018, global oil prices prices rose to USD 67.0 per barrel fol- 63.24'3
were driven by mixed trends. In January lowing the OPEC+ agreement on further 543
through April 2019, oil prices were rising production cuts starting January 2020. 51.1:‘.32'4 531
(with the monthly average Brent price 437
increasing from USD 59.5 per barrel in Amid continued geopolitical tensions 421
January to USD 71.3 per barrel in April) and new sanctions against Russia, the
on the back of production cuts by both Russian national currency was weaken-
OPEC countries under the OPEC+ agree-  ingin 2019. According to the Bank for
ment and. In May through August, oil International Settlements, the annual av-
prices were declining (with the monthly erage nominal USD/RUB exchange rate
average Brent price slipping from declined by 3.0% to RUB 64.73 per USD
USD 71.1 per barrel in May to USD 59.0 in 2019.
per barrel in August) as risks were ris- 2015 2016 w017 2018 2019
ing for global demand amid the escalat- As at the end of December 2019, the Urals
ing trade conflict between the USA and nominal USD/RUB exchange rate ap- Brent
China. In September, oil prices saw a preciated by 11.8% year-on-year to
spike (with the monthly average Brent RUB 62.27 per USD as at 31 December Source: Platts
price reaching USD 62.8 per barrel) as a 2019, driven by higher oil prices, the Fed
result of production cuts by Saudi Arabia  cutting its interest rate, and buoyant de-
following a drone attack. However, mand for Russian financial assets (with
Saudi Arabia quickly restored oil pro- the share of non-residents in the federal
duction and the Brent price dropped to loan bonds market rising by 7.8 p.p. to
USD 59.7 per barrel in October against 32.2% as at 1 January 2020, according to
the backdrop of concerns about a global the Bank of Russia).
economic slowdown.
Monthly Average Urals and Brent Prices in 2019, USD/barrel
80
75
—
70 y A
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65 /// A/O
60 \// \;/D\/
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Source: Platts

' In 2019, the annual average Urals price was USD 63.4 per barrel, down 9.1% year-on-year (USD 69.8 per barrel in 2018).
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As at the end of December 2019, infla-
tion stood at 3.0% year-on-year (vs 4.3%
in 2018), which is below the 2019 target
of 5.0-5.5% set in the Monetary Policy
Guidelines for 2019-2021 published by
the Bank of Russia. The main driver be-
hind the declining inflation in 2019 was
the nominal rouble appreciation, given

a significant share of imported goods in
household consumption (ca. 36%). 2019
saw a certain slowdown in private con-
sumption, which was also driving down
inflation in Russia.

By contrast, the annual average con-
sumer price index rose to 4.5%

year-on-year in 2019 (vs 2.9% year-on-
year in 2018).

According to the Bank of Russia’s projec-
tions as at February 2020, inflation will
stand at 3.5-4.0% in 2020 and remain
atca. 4% in 2021-2022 in line with the
Bank of Russia’s monetary policy.
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Inflation in Russia, % year-on-year
as at December

Annual Average Nominal USD/RUB

12.9 670
: 64.72
62.8
613 58.4
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43
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Sources: Bank of Russia, Bank for International Settlements

In 2019, the annual average indus-

trial producer price index in Russia

was 102.9% (vs 111.9% in 2018). As at
December 2019, producer prices went
down by 4.3% year-on-year (up 11.7%
year-on-year in 2018), mainly driven by
lower prices in the extractive industry,
which dropped by 9.2% year-on-year (up
20.7% year-on-year in 2018").

' December 2018 vs December 2017.
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The freight rate index was 1.5% year-on-
year as at December 2019 while the an-
nual average index stood at 2.8%.

The Russian oil companies’ operat-
ing costs are very sensitive to changes
in natural monopolies’ transportation
tariffs.

= As at 1 January 2019, Transneft's
crude oil transportation tariffs
via trunk pipelines increased
by 3.87%.

= As at 1 February 2019, tran-
sit tariffs for oil transportation
via the Republic of Belarus were
indexed by 7.6%.

= Asat 1 January 2019, railway
transportation tariffs increased
by 3.5%.
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Global Oil and Gas Market

Global Oil Market

In 2019, the global market had an over-
supply of 0.5 mmb per day, accord-

ing to the International Energy Agency
(IEA). Amid strong growth in crude oil
production in the USA (driven mostly by
shale production) and sluggish growth
in global demand in the first and sec-
ond quarters of 2019, the global market
had 0.9 mmb per day of excess supply.
In the third and fourth quarters of 2019,
a slowdown in US production and rise
in consumption of liquid hydrocarbons’
caused the global oversupply to go
down to 0.1 mmb per day.

Global demand for liquid hydrocarbons
slowed down in 2019 alongside an in-
crease in global GDP and reached 0.8%,
according to the IEA (1.1% in 2018).
Global demand for liquid hydrocar-
bons came in at 100.0 mmb per day.
The growth in 2019 was driven by Asia
(85% of the increase) and FSU countries
(13%). These two regions accounted for
36% and 5% of global demand for liquid
hydrocarbons respectively.

According to the IEA, global produc-
tion of liquid hydrocarbons? increased
by 0.2% year-on-year to 100.5 mmb per
day in 2019.

In the USA, production of liquid hydro-
carbons continued its strong momen-
tum (10.8% growth year-on-year) and
reached 17.2 mmb per day, with pro-
duction of crude oil and gas condensate
adding 11.3% year-on-year and hitting
12.2 mmb per day.

Demand for Liquid Hydrocarbons

Output of Liquid Hydrocarbons

by Region, mmb per day by Region, mmb per day
98.1 99.2 100.0
97.5 100.3 100.5
247 25.2 25.2 S 23.0 247
2017 2018 2019 2017 2018 2019
North America North America
[l OECD Europe [l Europe
B FSU countries? B FSU countries?
B Asia B Asia
M Middle East M oPEC
[0 Others [ Otherss
Source: IEA

A considerable rise in production of
liquid hydrocarbons in 2019 was also
seen in Brazil (up by 6.8% year-on-year
to 2.9 mmb per day) as a result of con-
tinued development of subsalt offshore
fields. In Canada, the momentum of lig-
uid hydrocarbons production deceler-
ated to 2.6% year-on-year (compared
to more than 8% year-on-year in 2018),
with output totalling 5.5 mmb per day.

In China, 2019 production climbed 1.9%
year-on-year to 3.9 mmb per day.

Improved crude oil production in the
USA and other countries was mostly off-
set by lower output of liquid hydrocar-
bons in the OPEC countries 3 (both as
part of the OPEC+ agreement and as a
result of the sanctions). Total produc-
tion of liquid hydrocarbons in the OPEC
countries in 2019 went down by 5.0%
year-on-year to 35.5 mmb per day, with
crude oil production dropping by 5.8%
year-on-year to 30.0 mmb per day.

' Demand for liquid hydrocarbons hereinafter refers to consumption of petroleum products from oil and gas condensate; consumption of oil as fuel;

and consumption of hydrocarbon components from unconventional sources (biofuel, GTL, CTL, etc.).

* Output of liquid hydrocarbons hereinafter refers to production of crude oil, gas condensate, gas condensate liquids, and production
of hydrocarbon components from unconventional sources (biofuel, GTL, CTL, etc.). Global production of liquid hydrocarbons includes volume

growth during refining.
® Excluding Estonia, Latvia and Lithuania.

* 14 member countries as at 31 December 2019.
* Including production in other countries, global biofuel output, and volume growth during refining.
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As part of the OPEC+ agreement to cut
production, Saudi Arabia reduced its
supply of liquid hydrocarbons by 4.2%
year-on-year to 11.8 mmb per day, with
crude oil production shrinking by 5.1%
year-on-year to 9.8 mmb per day. Lower
annual average output in Saudi Arabia
was also due to an attack of drones

and missiles on the country's oil infra-
structure, causing a temporary suspen-
sion of 5.7 mmb per day of production.
According to IEA, Saudi Arabia’s produc-
tion of liquid hydrocarbons dropped by
8.2% month-on-month in September
2019 to 10.9 mmb per day, with crude
oil production declining by 7.9% month-
on-month to 9.0 mmb per day.

The UAE also delivered a considerable
growth in production of liquid hydrocar-
bons among the OPEC countries: the
increase totalled 5.5% year-on-year, to
4.0 mmb per day, with crude oil produc-
tion improving by 6.0% year-on-year to
3.2 mmb per day.

Mexico, which is also a party to the
OPEC+ agreement on production cuts,
saw its 2019 output of liquid hydrocar-
bons go down by 7.0% year-on-year to
1.9 mmb per day.

In December 2019, commercial crude

inventories in OECD' countries totalled
around 1.1 bln barrels, which is a 0.2%
increase vs December 2018.

In its March report, the IEA expects
global demand for liquid hydrocar-
bons to go down by 0.1% year-on-year
in 2020 to 99.9 mmb per day as a result
of the coronavirus pandemic.

The US Energy Information
Administration (EIA) forecasts a 1.0 mmb
per day oversupply of liquid hydrocar-
bons globally in 2020 before the mar-
ket moves towards a state of shortage
(0.4 mmb per day) in 2021. According to
EIA estimates, global demand for liquid
hydrocarbons in 2020 will grow by 0.4%
year-on-year to 101.1 mmb per day,
with global output of liquid hydrocar-
bons improving by 1.5% year-on-year to
102.1 mmb per day.

Commercial Crude Inventories in OECD Countries, bln barrels

1500

EIA’s Forecast of Global Liquid
Hydrocarbons Demand and Output,
mmb per day

101.1 1021 102.9 102.4

2020 (F) 2021 (F)

Demand
Output
= Surplus (RHS)

Source: forecast by U.S. Energy Information
Administration as at March 2020

1400
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Source: IEA

' Official national estimates of crude inventories, IEA data. The discrepancies in crude stock estimates for 2010-2018 as compared to the previous
annual report of the Company are due to the IEA's updates and revisions made during the year.
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Global Gas Market

In 2019, global demand for gas went

up by 2.4% year-on-year to 3.93 tcm.?
Stronger gas consumption worldwide is
supported by toughened environmen-
tal policies adopted by many countries,
including as a way to curb CO2 emis-
sions, along with the development of gas
infrastructure and transportation solu-
tions, also as liquefied natural gas (LNG).
Lower prices in regional gas markets
contributed a lot to the gas consump-
tion growth across the globe.

The strongest rise in demand for gas

in 2019 was seen in the Asia-Pacific
Region and Europe. The Asia-Pacific
Region posted an increase in gas con-
sumption by 5.0% year-on-year in 2019
(anincrease of 41.0 bcm) to 866.3 bcm
(22.1% of global gas consumption),
mainly driven by China, Indonesia, and
Australia. In Europe, consumption im-
proved by 4.2% year-on-year (up by
21.8 bcm) to 535.6 bcm (13.6% of global
gas consumption), which is attribut-
able to weaker gas prices in the re-
gion as a result of oversupply of both
LNG and pipeline gas. Demand for gas
in North America, which is the larg-

est gas consumer in the world, went
up by 2.3% year-on-year in 2019 and
reached 1.05 tcm (26.8% of global gas
consumption).

In Latin America, 2019 gas consumption
grew by 0.5% year-on-year to 179.9 bcm
(4.6% of global gas consumption), while
Africa saw a reduction of 0.5% year-on-
year to 150.9 bcm (3.8% of global gas
consumption).

Improved gas demand came on the

back of global natural gas production’
going up to 3.99 tcm. More than 27%

' IHS Markit preliminary estimates.
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of global output was attributable to
North America, which delivered a 7.0%
increase year-on-year, taking 2019 gas
production to 1.13 tcm (as a result of a
record high gas output level in the USA).
Around 22% came from Russia and the
CIS, Middle East accounted for 17%, and
the Asia-Pacific Region had a share of
16% in global gas production. In Europe,
gas output went down by 3.6% year-on-
year to 222.5 becm.

Every year approximately 33% of natu-

ral gas produced globally is exported.
In 2019, gas exports are estimated? at

Gas Consumption by Region, bcm*

f 44 T 24 %
3834 3926
3671
180 dB.
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514
529
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943 1029 1052
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Russia
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I Asia-Pacific
Europe
W Africa
Latin America

Source: IHS

* Rosneft's estimates based on data by IHS Markit, IEA and BP.

® IHS Markit estimates.

4

1 European cub m of gas = 1.074 Russian cub m of gas

° Excluding Estonia, Latvia and Lithuania.

some 1.3 tcm. Around 65% of global gas
exports are transported by pipelines
and 35% as LNG. Russia, the world's
largest gas exporter, accounted for ap-
proximately 20% of gas exports glob-
ally in 2019 (260.4 bcm according to

the Federal Customs Service of Russia
and CDU TEK; or around 242 bcm un-
der European standards; an increase of
5.2% year-on-year).

In 2020 and 2021, global growth in gas
demand?® will be down to 1.3% and 0.7%
respectively, with gas consumption
standing at 3.98 tcm and 4.01 tcm.

Gas Production by Region, bcm

4 s2% 4 32%
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Data of Russian and European (international) statistics on gas include discrepancies because of the differences in the measurement standards:
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LNG Market

In 2019, global LNG exports increased fully self-sufficient in gas and ceased In 2019, Australia considerably in-
by 12.7% year-on-year and reached LNG imports in October 2018. The field creased its output (by 11.4% year-
358.5 mmt (or 494.4 bcm)'. LNG ac- is being developed by an international on-year to 76.5 mmt; 21.3% of
counted for 12.5% of global gas con- consortium, where Rosneft has a share global LNG exports), coming close
sumption in 2019 (vs 11.2% in 2018)%. of 30%. to Qatar, the market's long-stand-
ing leader;

Stronger demand for LNG in 2019 was A major component of the export = ramp-up to full capacity of the third
mostly driven by Europe, where LNG growth in 2019 were new LNG trains train of the Yamal LNG plant with
exports went up by 75.3% year-on- coming on stream: a total capacity of 5.5 mmtpa“in
year to 87.4 mmt, with the UK posting = first and second trains of the Russia (in 2019, LNG production in
a growth of 2.7 times year-on-year to Corpus Christi LNG plant with a ca- Russia grew by 54.7% year-on-year
13.3 mmt and France of 92.9% year- pacity of 4.5 mmtpa, first train of to 29.3 mmt; 8.2% of global LNG
on-year to 16.3 mmt. In the Asia-Pacific the Freeport LNG facility with a ca- exports).
Region, LNG imports expanded by 2.9% pacity of 5.1 mmtpa, fifth train of
year-on-year to 247.8 mmt, including a the Sabine Pass LNG plant with a Qatar's export volumes recovered (by
13.9% year-on-year growth in China (to capacity of 4.5 mmtpa, and first 1.4% year-on-year to 78.3 mmt) to the
62.5 mmt). Japan, the world's largest im- train of the Cameron LNG project 2016 level, making up 21.8% of global
porter of LNG, reduced its purchases by with a capacity of 4.0 mmtpa in the LNG exports.
6.8% year-on-year to 77.3 mmt. USA. As a result, the USA became

the leader by absolute growth in 2019 saw a record-breaking number
The Middle East and North Africa® saw LNG exports in 2019 (an increase of final investment decisions® on LNG
a notable reduction in its demand for of 13.8 mmt to 34.8 mmit, or 65.4%; plant projects: FIDs were approved
LNG, which was down by 27.5% year- 9.7% of global LNG exports); for total capacities of 70.4 mmtpa, in-
on-year to 7.0 mmt as a result of gas = commissioning of the second train cluding Golden Pass LNG in the USA
fields developed in Egypt and also higher of Ichthys LNG with a capacity of (15.6 mmtpa), Arctic LNG 2 in Russia
imports of pipeline gas to Jordan from 4.45 mmtpa, and the Prelude float- (19.8 mmtpa) and Mozambique LNG in
Egypt and Israel. Following the commis- ing liquefied natural gas (FLNG) fa- Mozambique (12.9 mmtpa).
sioning of the Zohr field, Egypt became cility with a capacity of 3.6 mmtpa.

Increase in LNG Exports and Imports in 2019 by Country, mmt

- 104 78 24 6.2 358.5 7.2 4.1 53 76 .
318.1 : : 84 3181
exports imports
2018 USA Russia Australia Algeria Others 2019 Others  Netherlands Spain China France UK 2018
Source: IHS

' IHS Markit preliminary estimates

* IHS Markit estimates.

3 Egypt, Israel, Jordan, Kuwait, and UAE.

* The first train of the Yamal LNG plant with a capacity of 5.5 mmtpa was put into operation in December 2017.

® Final investment decision (FID) is the decision to proceed with a project. As a rule, FID is taken after the design stage is completed, necessary
permits obtained, an EPC (Engineering, Procurement, and Construction) contract signed, and financing sources and target markets for the project
products identified.
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Long-Term Forecast for Hydrocarbon Demand

Technological progress has been open- Global Energy Consumption by Fuel Global Energy Consumption by Fuel
ing up new opportunities for the energy Type in 2018, % Type in 2040, %

sector and energy needs of humankind

at large. Energy transition and climate

change are reshaping the way we think

about the global energy sector going

forward. All sources of energy, includ-

ing renewable energy, have inherent

limitations. The potential to replace fos- 1 4 3 'I 4 'I 8 O 'I 5
sil fuels with renewable energy sources

is limited by considerable technological mmtoe mmtoe
weaknesses of the latter, i.e. low energy

flux density and intermittency. According

to top global energy agencies, oil and

gas producers, consulting companies',

and forecasts by Rosneft, until 2040, hy-

drocarbons will remain the pillar of the

global energy industry, with their share Qil 3.4 Qil 28.9
in the world's energy mix staying largely Gas 22.9 Gas 25.3
unchanged. While oil? will continue dom- [l Coal 26.7 M Coal 21.1
inating other resources in the energy B Nuclear 5.0 B Nuclear 5.2
mix worldwide, its share, along with that Hydro 2.5 Hydro 2.9
of coal, will be declining in favour of nat- Other renewables 11.5 Other renewables 16.5

ural gas, nuclear energy, and renewable
energy sources.

By 2040, global demand for oil will grow

b than 700 mmt vs 2018, ex- Source: IEA Sources: forecasts by the IEA, OPEC, U.S.
y more tha : Department of Energy, IHS Markit, BP,

ceeding 5.2 bt. Key growth drivers will ExxonMobil and Rosneft

be countries of the Asia-Pacific Region,
which in 2040 are expected to account
for some 37% of the world's demand for
oil, or over 1.9 bt.

! This section contains forecasts based on data by the IEA, OPEC, U.S. Department of Energy, IHS Markit, BP, ExxonMobil and Rosneft.

* 0il derand indicates the consumption of petroleum products from oil and gas condensate and consumption of oil as fuel.
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Oil demand will go down in North
America (to 896 mmt in 2040) and
Europe (to 527 mmt in 2040), with these
two regions making up approximately
17% and 10% of global demand for oil
respectively.

Until 2030, natural gas

will be outperforming all other
energy sources in terms of increase
in global demand in absolute terms.

Global demand for gas will be adding an
average of 1.5% a year, reaching almost
5.5 tcm by 2040 and accounting for
more than a quarter of the global energy
mix. Strong growth in demand for gas
will be supported by its superior envi-
ronmental performance as compared to
other fossil fuels.

Gas consumption is expected to in-
crease in all regions except Europe.

In the forecast period, the Asia-Pacific
Region will be the largest region by

oil consumption, with its demand go-

ing up by 756 bcm vs 2018 to almost

1.6 tcm, exceeding the level of consump-
tion in North America (1.3 tcm in 2040,
an increase of 198 bcm against 2018).
North America will remain the leader in

Russian Oil Industry

Russia is a top three oil producer glob-
ally (alongside the USA and Saudi
Arabia). In 2019, oil and gas con-
densate production in Russia stood

at 560.3 mmt, up by 0.8% year-on-
year. The growth was due to the
December 2018 decision of the OPEC+
agreement to increase oil output tar-
get. For Russia, the production target
was raised from 10.96 mmb per day to
11.22 mmb per day.

The main contributors to the produc-
tion growth were the Ural Federal
District (up by 1.0% year-on-year to
310.1 mmt; 55.3% of Russia’s total pro-
duction), Far Eastern Federal District (up
by 5.8% year-on-year to 33.3 mmt; 5.9%
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Oil Demand by Region, mmt

Gas Demand by Region, bcm
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Sources: forecasts by the IEA, OPEC, U.S. Department of Energy, IHS Markit, BP, ExxonMobil

and Rosneft

natural gas production (1.6 tcm of gas
in 2050, 30% of global production). The
most considerable rise in gas output
(around 25% of the global increase) in

of Russia's total production), and Volga
Federal District (up by 1.4% year-on-year
to 118.9 mmt; 21.2% of Russia’s total
production). In the Ural Federal District,
crude oil production increased in the
Yamal-Nenets Autonomous Area (up by
6.1% year-on-year to 61.5 mmt; 11.0%
of Russia'’s total production) and de-
clined in the Khanty-Mansi Autonomous
Area (down by 0.2% year-on-year to
236.0 mmt; 42.1% of Russia'’s total pro-
duction) and the Tyumen Region (down
by 0.2% year-on-year to 12.5 mmt; 2.2%
of Russia's total production). In the Far
Eastern Federal District, oil and gas
condensate production went up in the
Republic of Sakha (up by 10.7% year-
on-year to 13.5 mmt; 2.4% of Russia’s

the forecast period will be seen in the
Middle East (over 930 bcm in 2040).

total production) and the Sakhalin
Region (including offshore production,
up by 2.6% year-on-year to 19.8 mmt;
3.5% of Russia’s total production). In the
Volga Federal District, oil and gas con-
densate production increased in the
Orenburg Region (up by 3.9% year-on-
year to 21.7 mmt; 3.9% of Russia’s to-
tal production), Samara Region (up by
2.6% year-on-year to 16.1 mmt; 2.9%

of Russia's total production), Republic
of Tatarstan (up by 0.8% year-on-year
to 36.7 mmt; 6.5% of Russia’s total pro-
duction), and the Perm Territory (up by
1.8% year-on-year to 16.0 mmt; 2.9%

of Russia's total production). In the
Southern Federal District, oil and gas
condensate production saw an increase

Strategy Operating
of the Company Results

of 1.9% year-on-year to 14.6 mmt (2.6%
of Russia's total production) due to im-
proved output in the Astrakhan Region
(including offshore production, up by
5.3% year-on-year to 11.3 mmt; 2.0% of
Russia’s total production).

In 2019, production in the Northwestern
Federal District continued to de-

cline (down by 1.3% year-on-year to
31.2 mmt; 5.6% of Russia’s total pro-
duction), mostly as a result of dwin-
dling output in the Nenets Autonomous
Area (down by 3.2% year-on-year to
16.0 mmt; 2.9% of Russia’s total produc-
tion) and the North Caucasian Federal
District (down by 6.2% year-on-year to
1.0 mmt; 0.2% of Russia’s total produc-
tion) predominantly as a result of lower
output in the Stavropol Territory (down
by 8.1% year-on-year to 0.7 mmt; 0.1%
of Russia'’s total production). Production
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also went down in the Siberian Federal
District (down by 3.5% year-on-year to
51.3 mmt; 9.1% of Russia's total pro-
duction), mostly due to lower output
in the Krasnoyarsk Territory (down by
2.8% year-on-year to 23.9 mmt; 4.3%
of Russia’s total production), Irkutsk
Region (down by 3.1% year-on-year to
17.9 mmt; 3.2% of Russia’s total pro-
duction), and Tomsk Region (down by
5.6% year-on-year to 9.1 mmt; 1.6% of
Russia’s total production).

In 2019, Russian oil and gas conden-
sate refining volumes decreased by
0.6% year-on-year to 285.1 mmt, while
oil exports increased by 3.3% year-on-
year to 266.2 mmt. The export share

in total oil and gas condensate produc-
tion totalled 47.5% in 2019 (up by 1 p.p.
year-on-year).

Evolution of Oil and Gas Condensate Production by Federal District, mmt

Oil and Gas Condensate Production
in Russia, mmt
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The increase in oil and gas condensate
exports was driven by supplies to coun-
tries outside the CIS growing by 3.7%
year-on-year to 248.6 mmt. Aimost 64%
of export volumes to countries out-
side the CIS were transported by sea
(around 158.9 mmt), including 19.1% via
Primorsk and 13.3% via the Kozmino oil

port. Oil and gas condensate exports to
CIS countries declined by 2.4% year-on-
year to 17.6 mmtin 2019 as a result of
reduced supplies to Belarus (down by
2.2% year-on-year to 17.6 mmt) and dis-
continuation of shipments to Uzbekistan
(vs 36 kt in 2018).

Source: CDU TEK
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Russian Gas Industry

Russia is the world's No. 2 gas producer
(surpassed only by the USA) and the
world's largest gas exporter.

In 2019, natural and associated gas pro-
duction in Russia increased by 1.7%
year-on-year and reached 737.7 bcm'.
Rosneft accounted for around 8.5%

of the nation’s total production, or
62.36 bcm?.

Gas produced in Russia is sold domesti-
cally and exported.

while supplies to CIS countries totalled
38.2 bcm (up by 4.4% year-on-year, or
1.6 bcm).

Exports of LNG* grew by 13.6 bcm
in 2019 (by 50.3% year-on-year) and
reached 40.5 bcm.

Major gas consumers in Russia in-
clude power generation companies,
households, utilities, and companies
in the oil, metals, and agrochemical
industries, which taken together ac-
count for around 80% of Russia’s total

gas consumption.

Metric, bcm 2015 2016 2017 2018 2019
According to the Federal Customs Natural gas 635.5 640.2 691.1 725.4 737.7
Service of Russia and CDU TEK, production
Russia’s natural gas exports totalled
Natural rt 200.4 2134 228.7 247.5 260.4
260.4 bem in 2019, going up by 5.2% atural gas exports
year-on-year, or 12.9 bcm. Export vol- including to countries 144.7 164.7 178.7 184.0 181.8
umes via Gazprom's pipelines? stood outside the CIS
at 219.9 bem, including 181.8 bcm ex- including to the CIS 40.8 34.0 34.3 36.6 38.2
ported to countries outside the CIS LNG 14.9 14.7 15.7 26.9 40.5
(down by 1.2% year-on-year, or 2.3 bcm),
Natural and Associated Gas Natural Gas Exports from Russia, bcm
Production in Russia, bcm
737.7
691.1 7254 260.4
6355 640.2 228.7 247.5
Vo e s
200.4 ) 1157
i 147 343 36.6 38.2
34.0
40.8
178.7 184.0 181.8
144.7 1647
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019

Source: CDU TEK

! Data by CDU TEK is based on temperature of 20 °C and pressure of 101,325 Pa. Data by international agencies: temperature of 15 °C and pressure

of 101,325 Pa.

Countries outside the CIS
CIS
B NG

Sources: Federal Customs Service of Russia, CDU TEK

* Including gas used in liquid hydrocarbons production.

® Pursuant to Federal Law of the Russian Federation No. 117-FZ on Gas Export dated 18 July 2006, the exclusive right to gas export shall be granted
to the owner of the Unified Gas Supply System or to its wholly-owned subsidiary.

* Large-scale production of LNG in Russia is based at the Sakhalin-based LNG plant built as part of Sakhalin-2, a project operated by Sakhalin Energy,

and the Yamal LNG plant (Yamal-Nenets Autonomous Area) controlled by Novatek.

® The Federal Tariff Service was abolished by Presidential Executive Order No. 373 dated 21 July 2015, and was succeeded by the Federal

Antimonopoly Service (FAS).
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Rosneft supplies gas to industrial con-
sumers, households, and municipal
utilities.

Rosneft's selling prices for end con-
sumers are not regulated by the
Government and are based on agree-
ments with customers. Wholesale prices
of gas produced by Gazprom and its
affiliates and sold to domestic consum-
ers are used as a benchmark. The prices
are determined by orders of the Federal
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Antimonopoly Service of the Russian
Federation (regulated gas price).

Current wholesale prices of gas for

all categories of Russian consum-

ers were set by Order of the Federal
Antimonopoly Service No. 583/19 dated
13 May 2019 (for consumers other than
households) and No. 580/19 dated

13 May 2019 (for households). In ac-
cordance with the Orders, gas prices for
all categories of consumers were subject
to indexation of 1.4%.

Regulated gas prices in Russia differ by
region, generally depending on the dis-
tance from the gas production hub in
the Yamal-Nenets Autonomous Area.

The indexation benchmark for regulated
gas prices is the Forecast of Social and
Economic Development of the Russian
Federation published by the Ministry of
Economic Development of the Russian
Federation.

Indexation of Regulated Prices (Tariffs) for Infrastructure Sector Products (Services) for 2020-2021, %

Metric 2020 2021
Wholesale price indexation for all categories of con- July 0.3% July 0.3%
sumers other than households

Wholesale price indexation for households July 0.3% July 0.3%

As the owner of the Unified Gas Supply
System, Gazprom provides independent
companies with services of gas trans-
portation via trunk gas pipelines. The
transportation charges are set by the
FAS (previously by the FTS)°. Gas trans-
portation service prices are based on a
tariff consisting of two fees, one for the
use of gas pipelines and the other for
gas pumping. The pipeline usage fee is
set for the distance between the pipe
inlet and outlet points, while the pump-
ing fee depends on Gazprom's handling
and transportation costs. Current tar-
iffs were approved by Order of the FTS
No. 216e/1 dated 8 June 2015 and were
not indexed in 2016-2019.

Source: Forecast of Social and Economic Development
of the Russian Federation for the Period Until 2024

Gazprom also provides independent gas
producers with underground gas stor-
age services. The main gas consumption
regions currently have 25 under-
ground gas storage facilities. Their us-
age fees are non-regulated and are set
by Gazprom on a case-by-case basis for
each facility for the duration of the stor-
age season (from 1 April to 31 March of
the next year). Rosneft relies on under-
ground gas storage facilities to offset
fluctuations in gas consumption by end
consumers.

In recent years, the domestic gas market
has seen increased competition for con-
sumers and a gradually expanding share
of independent gas producers in the to-
tal volume of domestic gas sales.

The St Petersburg International
Mercantile Exchange (SPIMEX) was
launched on 24 October 2014 pursu-
ant to an instruction of the Presidential
Commission for Strategic Development
of the Fuel and Energy Sector and
Environmental Safety. In 2019, the
Exchange continued to develop or-
ganised trade in natural gas. Trading

is based on three balancing points
(Nadym, 622.5 Km (Lokosovo), and
Parabel) with next month deliveries of
natural gas.

In 12M 2019, natural gas sales un-
der exchange-traded contracts stood
at 12.9 bem, with total sales since
the launch of SPIMEX now exceeding
70 bem.
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Competitive analysis

Hydrocarbon Exploration and Production

Rosneft is the largest oil and gas com-
pany in Russia and a leader in terms of
reserves and hydrocarbon liquid pro-
duction among global peers whose
shares or depositary receipts trade on
international stock exchanges. Resource
sustainability, including the size of re-
serves, reserves-to-production ratio and
efficient reserves management, is one
of the key investment highlights of an oll
and gas company.

For many years, we have been steadily
building up our reserves of commercially
recoverable hydrocarbons. This was pos-
sible thanks to our consistent efforts to
increase production from brownfields
and launch new fields and prospects,

as well as to our successful exploration
operations. We pay special attention to
exploration and sustainable reserves
growth at the existing licence areas, with
resource base integration and expan-
sion being key focus areas at our new
assets.

Reserve Replacement and F&D Costs

250% -

Under the SEC (U.S. Securities and
Exchange Commission) classification,
Rosneft's proved hydrocarbon reserves
totalled 42,018 mmboe (5,678 mmtoe)
as at 31 December 2019. Compared to
the end of 2018, our hydrocarbon re-
serves grew by 587 mmboe (81 mmtoe),
or 1%. We engaged DeGolyer &
MacNaughton to conduct a life-of-field
audit of the reserves.

As at the year-end, Rosneft's SEC-proved
reserve life exceeded 20 years, and the
SEC-proved organic reserve replacement
ratio stood at 129% in 2019 and 163% in
2017-2019.

For several years now, Rosneft has sur-
passed the world's public oil and gas
majors in terms of SEC-proved reserve
replacement ratio. At the same time, we
boast high exploration and production
efficiency and maintain traditionally low
finding and development costs.
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Organic finding and development (F&D) costs in 2017-2019%, USD/boe

Source: company reports.

* Including affiliates. PetroChina data for 2016-2018 does not include affiliates.
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As at 31 December 2019, the
Company's reserves under the PRMS
(Petroleum Resources Management
System) standards, according to
DeGolyer & MacNaughton, totalled
47,289 mmboe (6,400 mmtoe) in

the 1P category, 84,926 mmboe
(11,504 mmtoe) in the 2P category, and
125,296 mmboe (16,976 mmtoe) in the
3P category. In 2019, total 3P reserves
grew by over 4 bboe (550 mmtoe).

An upward revision of reserves esti-
mates and the full replacement of hy-
drocarbon production in 2019 were due
to successful exploration and produc-
tion drilling and the use of advanced
recovery enhancement techniques

to extract hard-to-recover reserves,
among others. The key contributors to
the reserves base were the fields of RN-
Yuganskneftegaz, RN-Nyaganneftegaz,
and Varyeganneftegaz along with assets
in Eastern Siberia.

For years, Rosneft has invariably main-
tained a high reserve replacement ratio
(reserve replacement cost in 2017-2019
was USD 0.3 per boe). In 2020-2022,
we intend to replace no less than 100%
of our hydrocarbon production. The
Company also plans to fast-track the de-
velopment of new reserves by reducing
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Reserves-to-production ratio (SEC) in 2019, years'
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preparation timelines, accelerate viabil-
ity-based resources to reserves conver-
sion, and make exploration drilling in
Russia more successful.

The Company accounts for 41% of the
total oil production of Russia and for ap-
proximately 6% of the global oil output.
On top of that, we boast the highest 10-
year average production growth among
peers.

Rosneft is Russia’s leading petroleum
company in terms of launching new
projects. In 2016, we put on stream

a number of large fields, including
Suzunskoye, Yurubcheno-Tokhomskoye,
Kondinskoye, Tagulskoye, Russkoye,
Srednebotuobinskoye (Phase 2),
Zapadno-Erginskoye, Vostochno-
Messoyakhskoye and Kuyumbinskoye.
We also made great progress in de-
veloping RN-Yuganskneftegaz mature
fields, our key asset, and the fields of
Samaraneftegaz, RN-Nyaganneftegaz
and Varyeganneftegaz. At Samotlor,
we optimised production decline
rates. In the medium term, we plan
to enhance production from mature
fields and develop new high-poten-
tial oil and gas projects, including the
Vankor, Erginsky and Danilovsky clus-
ters, Rospan, Kharampurskoye and
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Severo-Komsomolskoye fields to in-
crease the output through organic
growth.

In furtherance of the Russian President's
instruction to increase the cargo flow
along the Northern Sea Route, we are
preparing for a large-scale hydrocarbon
production project, which will set the
stage for a comprehensive development
of the new oil and gas province in the
Krasnoyarsk Territory's north (Vostok-
Oil project). Together with our partners,
we will build a unique world-class oil and
gas cluster in this location.

To ensure production growth in the long
run, we create an optimal portfolio of
major greenfield projects, while also us-
ing advanced production technologies at
our existing fields. Technology advance
is a key focus area of the Rosneft-2022
Strategy and a powerful driving force be-
hind our competitiveness.

To develop our technological capabil-
ities, we keep rolling out cutting-edge
techniques that help expand the pay
zone coverage, increase flow rates,
and optimise well and infrastructure
construction. As part of our digitalisa-
tion efforts, we launched the Digital
Field information system covering all

Oil and gas condensate production
in Russia, mmb per day
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global oil production in 2019
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key oil production and logistics pro-
cesses at the llishevskoye field in the
Republic of Bashkortostan. The exper-
tise gained in the course of the pilot
project will be rolled out at all of our
fields. RN-UfaNIPIneft, part of Rosneft's
research and design cluster, developed
the first commercial software suite for
geomechanical modelling of drilling
operations - RN-Sigma. It enables the
Company’s engineers to capitalise on
wider applications of geomechanical
calculations for borehole stability and
reduce the risk of complications while
drilling directional and horizontal wells.

Pursuant to our plans to diversify our
portfolio of production assets and imple-
ment international upstream projects,
we are expanding production outside
Russia. In particular, we keep developing
production blocks in Iragi Kurdistan un-
der the Production Sharing Agreements
signed in October 2017. In the first quar-
ter of 2019, we piloted production at
Block 11 of the Bejil field. By taking part
in the development of the unique Zohr
field together with Eni (a 50% stake) and
BP (a 10% stake) - global energy majors
and our strategic partners - we were
able to promptly step up gas production
abroad and penetrate the Egyptian mar-
ket with a view to further strengthening
our foothold both in the country and the
entire region. June 2018 saw Mubadala
Petroleum join the project. The field was
put on stream in December 2017, and

in August 2019, five months ahead of
schedule, it reached the full design ca-
pacity of 76 mmcm per day.
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Average production growth for ten years, %

Rosneft 9.3%
PetroChina 2.7%
Shell 1.6%
Chevron 1.3%
Petrobras 0.9%
LUKOIL 0.7%
Gazprom 0.6%
ExxonMobil 0.1

BP -0.6%

Sources: company reports; Wood Mackenzie (Gazprom).
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Refining and Commerce

Rosneft is the largest refiner in

Russia. Its refining business includes

13 large refineries, as well as petro-
chemical and gas processing plants in
five federal districts - Central, Volga,
Southern, Siberian, and Far Eastern. The
Company’s oil refining operations are fo-
cused on the strategic task of supplying
high-quality petroleum products to the
Russian domestic market, including re-
mote regions. The Achinsk, Komsomolsk,
and Angarsk Refineries are the key sup-
pliers of motor fuels for the Eastern
Siberian and the Far Eastern regions,
ensuring uninterrupted supply and curb-
ing price growth that would inevitably
be the case if petroleum products were
delivered from Central Russian refiner-
ies. In 2019, as the largest supplier of
motor fuels to the Far Eastern Federal
District, Rosneft ensured stability of
small-scale wholesale and retail prices
in the region through building up its
supplies (+15% vs. 2018). However, the
Far Eastern increment to the damper
was not introduced after all since there
were no executive orders by Russia’s
Government and Federal Antimonopoly
Service that would set forth the proce-
dure for its application.

In general, unlike those of most of the
Russian producers, the Company's oil re-
fineries are located far from export mar-
kets, which limits the economic efficiency
of oil refining. Meanwhile, the Company
continues its efforts to connect the re-
fineries to Transneft's oil trunk pipeline
system. In the third quarter of 2019, a

8 mmt oil pipeline section between the
ESPO and the Komsomolsk Refinery was
commissioned. The completion of this
project will enable he Company to en-
hance the reliability of petroleum prod-
uct supplies to the Far Eastern Federal
District. The project was financed un-
der a long-term tariff agreement with
Transneft, with the total investment for
connecting the Komsomolsk Refinery to
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the trunk pipeline system amounting to
RUB 50 bin.

The oil refineries continue upgrade and
maintenance projects related to their
existing capacities. In March 2019, the
Ryazan Refinery, a subsidiary of Rosneft,
completed the upgrade of a catalytic
reforming unit, replacing reactors on
the reformer. As a result, the octane
grade of the motor gasoline compo-
nent increased to 97 according to the
research method. Moreover, the unit
was switched to a three-year run be-
tween repairs, significantly improving
its economic, environmental and safety
performance.

As an environmentally responsible com-
pany, Rosneft is consistent in improving
and expanding the development and
output of high-tech petroleum prod-
ucts with enhanced environmental
performance.

The Company was the first in Russia to
start the production and sale of Euro 6
gasoline in 2018, gradually expanding
the sales geography in 2019. Currently,
Euro 6 gasoline is offered at 727 fill-
ing stations of Rosneft in the Republic
of Bashkortostan, Krasnodar Territory,
Republic of Adygeya, Tula, Kaluga,
Ryazan and Vladimir Regions,in Moscow
and the Moscow Region, as well as in
small-scale wholesale quantities. The
Ufa Refinery launched the production
of Al-100 motor gasoline. Retail sales
of AI-100 gasolines have started in the
Republic of Bashkortostan, Republic

of Mordovia, Orenburg, Sverdlovsk,
Bryansk, Voronezh, Lipetsk, Orel,
Penza, Rostov, Archangelsk, Samara
and Ulianovsk Regions, and also in the
Krasnodar Territory.

In 2019, the Komsomolsk Refinery
started the production of RLMS, a
low-sulphur marine fuel compliant with
the IMO 2020 requirements.

In March 2019, RN-TsIR (a Rosneft R&D
unit), with the help of RN-Lubricants,
patented a know-how to produce eco-
friendly technical TDAE (treatment distil-
lated aromatic extract) oil, which is used
for the production of synthetic rubbers,
tyres, and industrial rubber products.
This know-how will enable the Company
to become a leading producer and sup-
plier of safe and high-quality TDAE oil
for the production of synthetic rubbers,
tyres and industrial rubber products.

Rosneft's Innovation Development
Programme is aimed at substituting im-
ported technologies for the production
of high-quality petroleum products. Its
key objective is for the Company's refin-
eries to start using catalysts produced
in-house in order to mitigate the expo-
sure to foreign-made products, cut refin-
ing costs and boost the competitiveness
of Rosneft's refining segment.

Currently, the Company's specialist en-
terprises play a key role in the import
substitution programme for additives
and catalysts. In particular, the Angarsk
Plant of Catalysts and Organic Synthesis,
the Novokuibyshevsk Catalyst Plant, RN-
Kat and corporate R&D units (RN-TsIR
and VNII NP) develop and manufacture
samples of high-tech products for the oil
refining industry.

In 2018, the Company started using
catalysts made by the Angarsk Plant of
Catalysts and Organic Synthesis at hy-
drogen units of the Kuibyshev Refinery
and the Ryazan Refinery. Before that,
Angarsk Plant’s catalysts replaced for-
eign-made steam methane reform-

ing analogues at hydrogen units of
Bashneft-Ufaneftekhim Bashneft-Novoil
and Syzran Refinery. The share of own
steam reforming catalysts in the produc-
tion of hydrogen at the Company's refin-
eries reached 77% in 2019.

Strategy Operating
of the Company Results

The Ryazan Refinery has started using
Angarsk Plant's catalysts to produce
Euro 5 gasoline, as well as innovative
Euro 6 and AI-100 gasoline grades.

In 2019, RN-Kat, Rosneft's specialist cat-
alyst production subsidiary, conducted
industrial tests at the Company's Ufa
refineries on the first batch of hydro-
treating catalysts suitable for Euro 5
compliant diesel fuel. This is a unique
hydrotreating agent capable of fully re-
placing its foreign peers for the Russian
refining industry.

The Digital Plant system is being rolled
out as part of Rosneft-2022 Strategy
with a focus on qualitative changes
across all business segments. In

2019, the Digital Plant was tested and
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implemented on units and systems at
the refineries in Komsomolsk-on-Amur,
Novokuibyshevsk, Ryazan, and Syzran.

Rosneftis an active player in the do-
mestic and foreign oil and petroleum
product markets and Russia's largest
oil exporter. Its crude oil is exported to
European, Asia-Pacific, and CIS coun-
tries, sold on international markets, and
supplied to the Company’s own refiner-
ies in Russia and abroad.

In general, the Company continues di-
versifying its oil supply channels, while
increasing crude oil exports to the
east. Amid growing competition in the
oil market, the Company is focused on
boosting export volumes under long-
term contracts, including oil supplies to

-
——i™

China National Petroleum Corporation
(CNPCQ) and supplies to Europe under di-
rect contracts. In 2018, Rosneft signed
long-term contracts with Grupa Lotos

to supply from 6.4 mmt to 12.6 mmt of
oil to Poland and with Total Oil Trading
to supply from 4.8 mmt to 10.8 mmt

of oil to Germany. The Company also
captures opportunities of expanding
partnerships through short-term con-
tracts. In November 2018, Rosneft and
China National Chemical Corporation
(ChemChina) signed a contract to supply
up to 2.4 mmt of ESPO crude annually
via the port of Kozmino. Thanks to the
contract, the Company can increase di-
rect oil supplies to China, which is a stra-
tegic market for Rosneft. It also signed
annual contracts with Shell and Eni to
export 3.9 mmt of crude oil to Germany,
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and with Socar Trading to supply up to

1 mmt of oil to Socar's Turkish refinery.
The Company continues its coopera-
tion with the Republic of Belarus, and

in 2019 it signed contracts with Naftan,
Belarusian Oil Company and Mozyr

Oil Refinery to supply them with up to
8.7 mmt of oil. In February 2017, Rosneft
also signed a contract with the govern-
ment of Iragi Kurdistan for sale and pur-
chase of oil in 2017-2019. This contract
expands the Company's trading oppor-
tunities and bolsters the efficiency of
supplying feedstock to Rosneft's refiner-
ies abroad.

The Company is consolidating its com-
petitive position in the European market
through the operation of its German re-
fineries. As of 1 January 2017, follow-

ing the restructuring of the ROG joint
venture with BP Plc Rosneft's indirect
interest in the Bayernoil Refinery in-
creased from 12.5% to 25%, in the MiRO
Refinery from 12% to 24%, and in the
PCK Refinery (Schwedt) from 35.42%

to 54.17%. The Gelsenkirchen Refinery
is now fully controlled by BP PIc. In
December 2019, Rosneft Deutschland
closed the deal to acquire 3.57% of
shares in Bayernoil Raffineriegesellschaft
mbH oil refinery from BP Europa SE, in-
creasing its stake to 28.57%. As a result,
the Company saw its share in the refin-
ing capacities of Bayernoil Refinery grow
to almost 3 mmtpa, its total throughput
in Germany now reaching 12.8 mmtpa,
which strengthened its positions both

in Bavaria, one of the largest indus-

trial regions of Germany, and in Austria.
Rosneft is currently the third largest
player in the German refining market. Its
capacities provide, on average, oil refin-
ing depth of 93% and refinery complex-
ity of 9.0, according to the Nelson Index.

The local operator is Rosneft
Deutschland GmbH. This subsidiary
manages the supply of crude to Rosneft-
owned refineries (PCK Raffinerie GmbH,
MiRO, Bayernoil) and the sales of petro-
leum products.

Rosneft is consistent in its expansion ef-
forts in the Asia-Pacific Region. Rosneft
closed a strategic deal to acquire a 49%
stake in Essar Oil Limited in August 2017
(Nayara Energy Limited since June 2018).
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The acquisition of a stake in the best-in-
class asset with a significant upside po-
tential enabled the Company to enter
the oil refining market of India, one of
the fastest growing emerging markets.
The Vadinar Refinery strategy is currently
being shaped, with a focus on the setup
of petrochemical production and en-
try to the Indian petrochemical market.
In March 2019, Nayara Energy Limited
launched its first high-tech railway ter-
minal for fuels and lubricants. Located
in Wardha, the state of Maharashtra, it
has an area of over 200 thousand sq m
and a capacity of about 16 min litres.
Petroleum products will be supplied
from the Vadinar Refinery, the state of
Gujarat. Thanks to the unique location of
the railway terminal, Nayara Energy will
be able to meet the needs of customers
and partners operating in the eastern
Vidarbha region of Maharashtra. As an
environmentally responsible company,
Nayara Energy has launched a 300 kVA
solar power plant at the terminal. The
power plant is designed to generate
450 thousand kWh per year.

Rosneft's main competitors in Russian
oil exports are vertically integrated com-
panies such as LUKOIL, Surgutneftegas,
Gazprom Neft, and Tatneft. Meanwhile,
all Russian oil producers have their own
export schedule for oil transportation
outside the Russian customs zone based
on equal access to the oil trunk pipeline
system and seaport terminals. Key com-
petitors supplying other crude oil grades
to export markets are international and
national oil companies such as Shell, BP,
ExxonMobil, Chevron, Total, Equinor,
Saudi Aramco, NIOC, etc.

The Company consistently supplies pe-
troleum products to the domestic mar-
ket in required quantities. Rosneft is a
major player in the Russian wholesale
motor gasoline and diesel fuel market.
The Company expanded its Russian re-
tail chain to 3,006 filling stations at year-
end 2019, offering petroleum products
in all federal districts. The Company
relies on extensive proprietary and
third-party infrastructure to market and
distribute petroleum products (oil de-
pots, filling stations), which takes into ac-
count the capacity of regional markets
and consumer demand. The Rosneft

trademark is one of the most recognis-
able for petroleum products across the
regions where the Company operates
and is associated with quality fuel on
sale at filling stations.

In 2019, despite a year-on-year decrease
in refining volumes in Russia due to ma-
jor overhauls at the refineries in Saratoy,
Syzran, Kuibyshev, Tuapse and Achinsk,
Rosneft increased supplies of Euro 5
gasoline to the domestic market against
a backdrop of a negative domestic gaso-
line premium. Other Russian oil refining
companies mostly cut their volumes of
Euro 5 gasoline supply to the domestic
market.

The Company exports its petroleum
products, just like crude oil, to European,
Asia-Pacific, and CIS countries. Its com-
petitive advantage lies in its ability to
maintain stable relations with foreign
partners, and, specifically, expand and
renew petroleum product supply con-
tracts. In partnership with Petrocas
Energy JV, in which Rosneft holds a 49%
stake, the Company ships petroleum
products to the Mediterranean mar-
ket, primarily to Turkey and Greece. In
the first quarter of 2017, Rosneft and
Turkey's Demiroren Group Companies
signed a product supply agreement for
2018-2020. In 2019, the actual supply
volume amounted to 0.6 mmt of diesel
fuel with ultra low sulphur content of
10 ppm. As the Company seeks to ex-
pand cooperation with end consumers,
it signed a contract with Japan's JXTG

Nippon for the supply of over 0.7 mmt of

gasoline and gas mixture in 2019. In the
first half of 2018, the Company signed
long-term contracts for the supply of
gasoline and diesel fuel with Mongolia's
largest importers of petroleum products.
The total value of contracts amounts

to USD 2.1 bIn. For over 10 years on

the Mongolian fuel market, Rosneft has
boosted its share to 80%.

On 1 January 2019, Rosneft Deutschland
GmbH initiated the direct sales of pe-
troleum products manufactured at the
three German refineries partially owned
by Rosneft. The product mix includes
gasoline, diesel, heating oll, jet fuel,

LPG, bitumen, fuel oil and petrochemi-
cal products. The company is a leader in
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the German petroleum product whole-
sale market. The company supplies pe-
troleum products directly from three
German oil refineries partially owned by
Rosneft, as well as from over 30 German
terminals by road, rail, and river. The
company's customer base includes
more than 500 enterprises in Germany,
Poland, the Czech Republic, Switzerland,
Austria, and France.

Over the past year, the company’s cus-
tomer base has grown by 30%, with bi-
tumen products delivered to Poland,
Austria, the Czech Republic, Switzerland,
France and other countries.

Apart from that, Rosneft Deutschland
has signed contracts on into-plane
fuelling with airports in Munich and
Berlin (Tegel and Schonefeld) as part
of its jet fuel market share expan-
sion in Germany. Rosneft Deutschland
owns a stake in the PCK Refinery

Russia’s Oil Refining Dynamics, mmt
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in Brandenburg, which produces

ca. 300 ktpa of jet fuel, accounting for
almost a half of the total kerosene con-
sumed at Berlin airports.

Alongside Rosneft, Russian oil majors
LUKOIL, Surgutneftegas, Gazprom Neft,
Tatneft and other oil companies offer
petroleum products in the domestic
market. Key competitors in export mar-
kets include transnational oil companies
Shell, BP, Total, ExxonMobil, Chevron,
etc.

The Company is also developing its gas
business, with a focus on production
technologies, efficient gas monetisation
by building a portfolio of long-term sup-
ply contracts and participating in LNG
production projects as well as in Russia’s
gas motor fuel development pro-
gramme, and the work to create equal
conditions for access to infrastructure
facilities and consumers.

Developing an NGV filling station net-
work in Russia is one of Rosneft's key
priorities in the retail business and one
of the most important focus areas, since
it enables the Company to expand its
competitive advantages in the domes-
tic market. In November 2018, Rosneft
and Beijing Gas Group Company Limited
(Beijing Gas) signed a joint venture
agreement for construction and oper-
ation of an NGV filling station network

in Russia based on Vankorskoye UTT.
Under the terms of this agreement,
Beijing Gas will own a 45% stake in the
JV. The parties are planning to build
about 170 NGV filling stations in Russia.
They will also be considering options for
using LNG as a motor fuel.

Rosneft is also building up its trading po-
tential and trading competencies in the
international LNG market.
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Russia’s Oil Refining Breakdown, mmt  Russia’s motor fuel production®, mmt
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* Reporting data. Rosneft's diesel fuel volumes do not include marine fuel.
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Operational and Financial Efficiency

The reporting year was marked by a
number of events that had a signifi-
cant impact on the Company's produc-
tion volumes, including the extension
of OPEC+ agreement, as well as the in-
cident with high levels of organic chlo-
rides found in Transneft's network in
April, leading to major failures in trunk
pipeline operation. In spite of that, high
efficiency and rational allocation of ex-
ploration and production capex in 2019
ensured a balanced output growth
through new projects and stimulating
production at mature fields.

Rosneft is highly efficient in its explo-
ration and production operations and
maintains traditionally low finding and
development costs. Rosneft's average
F&D costs over the last five years stood

at USD 4.56 per barrel, while the RRR of
SEC1P reserves in 2014-2018 reached
151%.

Low unit production costs is yet an-
other indicator of Rosneft's operational
efficiency. In the reporting period, we
maintained undisputed leadership in
production costs in Russia through the
use of most suitable technologies and
stringent cost controls. Rosneft's current
operating costs per barrel are signifi-
cantly lower than those of international
majors, and 15-25% lower than the
lifting costs of Russian peers. This gap
could be bigger if we factored in tem-
porary decrease or slowdown of growth
in the costs of Russian competitors in
2018-2019 due to the shutdown of
low-margin wells and limited production

Unit capex in exploration and production', USD/boe

7.1 7.0
684 6.7

14.2
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8

at mature fields in Russia, and increased
production at greenfields with tax
breaks, while the production is limited
by OPEC+ decisions.

Over many years, Rosneft has demon-
strated a positive free cash flow, which
makes us stand out among most com-
petitors, whose performance tends to
be highly volatile and sometimes neg-
ative as a result of asset acquisition

or at the start of investment projects.

In 2018-2019, Rosneft was in the middle
of the investment cycle and bore consid-
erable capital expenditures for construc-
tion and launch of new projects, and

still demonstrated unit free cash flow of
USD 6-8 per boe.
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Unit production’, USD/boe
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Climate Agenda and Carbon Management

Before the UN Climate Action Summit
that was held during the 74th ses-

sion of the UN General Assembly in
September 2019, Russia’s Prime Minister
signed Government Resolution No. 1228
On the Adoption of the Paris Agreement
dated 21 September 2019, de facto rat-

ifying it.

Russia’s Intended Nationally-Determined
Contribution (INDC) suggests a long-
term target of limiting anthropogenic
greenhouse gases in the country to 70-
75% of the 1990 levels by 2030, subject
to the maximum possible account of ab-
sorbing capacity of forests.

In December 2019, the Russian
Government's Resolution No. 3183-r
introduced a "first-stage" national ac-
tion plan of adapting to climate change
until 2022. The plan states that based
on years of observation by the Federal
Service for Hydrometeorology and
Environmental Monitoring, the average
surface air temperature in Russia has
been growing 0.47°C every ten years
since the mid-1970s, which is 2.5 times
higher than the global average of 0.18°C
per ten years. A significant part of the
Russian territory is subject to (observed
and predictable) climate changes. The

negative consequences of the expected
climate changes in Russia include more
frequent, intense and lasting droughts
in some regions; extreme precipitation
and floods in others; an increased risk
of forest fires; melting of permafrost in
the northern regions causing damage
to buildings and communication lines;
disruption of the ecological balance (in-
cluding some species replacing others);
and increased energy consumption for
air conditioning in the warm season.
Potential benefits include reduced en-
ergy consumption during the heating
season; more favourable ice conditions
and hence easier Arctic cargo transpor-
tation; better access to Russian con-
tinental shelf in the Arctic Ocean; and
increased productivity of boreal forests.

With climate change climbing higher on
the global agenda, environmental, so-
cial and governance (ESG) criteria are
becoming a key factor in determining a
company's investment appeal. Investors
have come to rely on ESG ratings from
international agencies when making allo-
cation decisions, and companies' climate
change initiatives are starting to repre-
sent a major competitive advantage.

Rosneft fully recognises the importance
of the climate agenda and makes sure
to assess the systemic, environmental,
infrastructural and economic risks asso-
ciated with climate change. Most human
activities involving the burning or oxi-
dation of carbon/hydrocarbon produce
greenhouse gas emissions. Reducing
GHG emissions and climate change as-
sociated with them involves burning less
of certain fuels. Over the last decades,
Rosneft has structured its GHG initia-
tives around reducing associated petro-
leum gas (APG) flaring, improving energy
efficiency, and decreasing hydrocar-
bon losses in the key production pro-
cesses. This is an area of ongoing focus
for the Company. In 2006, we launched
and have since been expanding our Gas
Investment Programme, which is aimed
atincreasing the level of APG utilisa-
tion. During 2006-2012, Rosneft com-
bined forces with the World Bank and

a number of European state funds to
carry out three joint implementation
projects under the Kyoto Protocol. The
projects aimed to reduce APG flaring
and resulted in a 2 mmt decrease in an-
nual CO2 emissions. Rosneft's Energy
Efficiency Programme was approved

in 2009 and is regularly updated with di-
rect input from the Board of Directors.
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In 2013, Rosneft started a systemic
assessment and monitoring of its
GHG emissions. In 2017, we launched
a programme to regularly monitor and
optimise production losses, and to en-
sure sustainable use of energy by our
facilities.

This ongoing initiative will enable us to
achieve lower GHG intensity compared
to peers. For any oil and gas company,
exploration and production opera-
tions are the key source of emissions.
Traditionally, these operations account
for 40-70% in the carbon footprint

of the vertically integrated oil and gas
producers.

On 20 December 2018, the Board of
Directors approved the Company's

ESG initiatives and announced its com-
mitment to the 17 UN Sustainable
Development Goals. In June 2019,

we joined the Guiding Principles on
Reducing Methane Emissions across the
Natural Gas Value Chain.

In August 2019, we set up a Carbon
Management Subcommittee under

the Health, Safety, and Environment
Committee. Its aim is to coordinate our
work towards strategic goals of reduc-
ing GHG emissions. At its meeting in
December 2019, the Board of Directors
reviewed the approaches and a phased

action plan to develop carbon manage-
ment (for details see the Health, Safety,
and Environment section).

As a result of our efforts over the year,
we became one of the leading global
oil and gas companies in the CDP's car-
bon disclosure rating rating'. Following
an independent review, Rosneft re-
ceived a “B", which is the best grade
among Russian oil and gas producers,
two notches higher than the average of
European peers.

! CDP (Carbon Disclosure Project)is the most reputable non-profit organisation that assesses companies’ environmental, strategic, governance

and risk management effort as regards battling climate change. Climate ratings assigned by CDP following the disclosure assessment are published
by the leading analytical agencies along with financial data and used by investors to screen investments. CDP works with 525 institutional investors
managing USD 96 trin worth of assets. In 2019, over 8.4 thousand companies, including 62 from Russia, with more than 50% of the global market
capitalisation disclosed environmental data through CDP.
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Overview of Key Taxation Changes
in the Russian Federation with the Largest
Impact on the Company’s Financial
and Business Operations

Tax policy in the oil industry: tax manoeuvre completion and AIT

introduction

On 1 January 2019, the Russian Tax
Code and Russian Law on the Customs
Tariff were amended to effect a phased
reduction in export duties on oil, gas
condensate and petroleum products un-
til they are reduced to zero in 2024, with
an equivalent increase in MET for oil and
gas condensate.

Additionally, the tax manoeuvre ended
with the adoption of the so-called re-
verse excise tax on petroleum feed-
stock, a scheme providing for an excise
tax to be levied when crude oil is sent
to a refinery with increased deduc-
tions received. The right to receive the

reverse excise tax and to have relevant
amounts reimbursed by the government
is granted to the owners of petroleum
feedstock sent for refining (including un-
der tolling arrangements) in Russia.

The excise tax rate per tonne of petro-
leum feedstock to be refined depends
on the actual past-month macroeco-
nomic performance (Urals price and
USD rate) and the refinery's product
portfolio. An increased rate applies to
refineries located in certain regions.
For example, the highest multipliers
are used in the excise tax calculation

Formula of reverse excise tax on petroleum feedstock

Excise tax due

E,rxV

PF PF

EPFXVPFX2+C

Tax deduction amount

DAMP

formulas for the Krasnoyarsk Territory
(1.5) and Irkutsk Region (1.4).

The reverse excise tax also contains the
so-called damping component (damper),
which increases (in case of a positive
damper) or decreases the final amount
of excise tax reimbursed by the govern-
ment, depending on the volume of mo-
tor gasoline and diesel fuel produced
and supplied by the taxpayer to the do-
mestic market, as well as the difference
between the export alternative and no-
tional domestic prices. Simultaneously,
the MET calculation formula for oil was
changed to include C, .., an additional
summand increasing the rate in case of
a positive damper.

Amount to be reimbursed by the gov-
ernment (reverse excise tax)

EPFXVPFX2+C

DAMP

E,.. is the excise tax rate depending on
the actual past-month macroeconomic
performance, the portfolio of prod-
ucts made at the refinery and refinery
location;

V. is the volume of petroleum feedstock
sent for refining;

Conee 1S @ damping component deter-
mined depending on the volume of mo-
tor gasoline and class 5 diesel fuel sold

domestically and the difference between
the domestic and international prices for
these petroleum products (can be either
positive or negative). The CDAMP calcu-
lation formula effective since 1 January
2019, was adjusted on 1 July 2019.
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With effect from 1 January 2019, a lim-
ited number of oil production projects in
Russia (see below for applicability crite-
ria) are subject to a tax on additional in-
come from hydrocarbon extraction (AIT).

AIT applicability

Group  Geographic location of subsoil Depletion level Notes
areas as at 1 January 2017
1 Sakha Republic (Yakutia), Irkutsk Below 5%

Right of one-time exemption from AIT

Region, Nenets Autonomous Area, payment

Yamal-Nenets Autonomous Area,
north of the 65th parallel north,
Krasnoyarsk Territory, Caspian
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Sea
2 No applicable limitations No applicable limitations Subsoil areas include reserves of the fields
specified in Note 8 to the EAEU Commodity
Nomenclature of Foreign Economic Activity
as at 1 January 2018.
Voluntary transition to AIT
3 Khanty-Mansi Autonomous Area -  20%-80% (10%-80% The subsoil areas are listed in the law
Yugra, Yamal-Nenets Autonomous if the depletion level
Area, Komi Republic, Tyumen as at 1 January 2011
Region is below 1%)
4 Khanty-Mansi Autonomous Area - Below 5% The subsoil areas are listed in the law

Yugra, Yamal-Nenets Autonomous
Area, Komi Republic, Tyumen
Region

The AIT rate is 50% of the tax base determined individually for each
subsoil area using the following formula:

Tax base Estimated Actual Estimated
——  revenue —— expenses —— export duty
For the purpose of AIT tax base calcu- Given the specifics of tax base calcula-
lation, the estimated revenue is deter- tion, AIT is actually paid after the start
mined based on the market prices for of commercial production in the sub-
hydrocarbons, the capital expenditures soil area and reimbursement of losses
are recognised when paid, and losses incurred.

(including historical losses incurred in

the development of subsoil areas of Transition to AIT does not exempt from
groups 1, 2 and 4) are carried forward MET, though payable at a much lower
with an annual indexation of 16.3%. rate than usual, and export customs
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Estimated Historical
transportation —  losses
expenses

duties. Besides, subsoil areas belong-
ing to groups 1 and 2 are expected to
be exempt from oil export duties at

the initial development stage (seven
years from the beginning of commercial
production).

Excise on Petroleum Products

With effect from 1 January 2019, excise June 2018) and a reverse excise tax was
duties on petroleum products increased introduced for dark marine fuel with an
as planned (excise duties grew by 50% increased tax deduction (with rate 2) al-
for Euro5 motor gasoline and diesel lowed when it is used as fuel for marine
fuel, and by 39% for middle distillates, vessels and installations (structures).

compared to the rates applied from

Excise rates for petroleum products in 2018-2019, RUB per tonne

On 1 January 2019, the generally applica-
ble VAT rate increased from 18% to 20%,
and movable property ceased to be sub-
ject to corporate property tax.

Excisable goods 1January to 31 May 1 June to 31 December 1 January
2018 2018 to 31 December 2019
Motor gasoline
Non-compliant with EURO-5 13,100 13,100 13,100
EURO-5 compliant 11,213 8,213 12,314
Straight-run gasoline 13,100 13,100 13,9127
Diesel fuel 7,665 5,665 8,541
Jet fuel 2,800 2,800 2,800
Motor oils 5,400 5,400 5,400
Benzene, paraxylene, orthoxylene 2,800 2,800 2,929
Middle distillates 8,662 6,665 9,241
Dark marine fuel - - 2,100?

Further changes in tax legislation

A number of laws adopted in 2019 pro- increment in the amount commen-
vide for further changes in the oil in- surate with the new damper (the
dustry's fiscal regime. Some of the new new damper calculation formula
tax measures with the greatest impact has been in use since 1 July 2019
on the Company include: and is generally meant to increase
= adjustment of MET on oil due to the excise deductions compared to the

changing damper mechanism previously used formula);

to compensate for additional

budget expenses arising out of = changes in middle distillate excise

the changing damper mechanism, taxation

which is used as part of the reverse From 1 April 2020, the middle dis-

excise tax on petroleum feedstock, tillates category used for excise

from 1 January 2020, the C, . coef- calculation and payment purposes
ficient used to increase MET rate for will be significantly expanded to in-
oil will be supplemented with a new clude nearly all heavy petroleum

products, with certain exceptions
listed in Article 181 of the Russian
Tax Code.

From the said date, a new middle distil-
late excise rate formula will apply. The
formula is linked to the excise rate for
diesel fuel and prices for diesel fuel. An
increased tax deduction (with coeffi-
cient 2) will be introduced for middle dis-
tillates used as fuel for electricity and/or
heat generation, and the tax deduction
will increase for the sale of middle dis-
tillates as a bunker fuel taken outside of
the Russian Federation as supplies.

' The rates are determined using the following formulas: ESRG = 100 + 865 x Cadj for straight-run gasoline; EBPO =800 + 774 x Cadj, where

Cadj=0.167, for benzene, paraxylene, orthoxylene.

? For fuel sold by an organisation registered as an entity engaged in petroleum feedstock refining, and produced at the refining facilities located
in the Khabarovsk Territory; in other cases of sale (receipt) of dark marine fuel, the excise is equal to zero.
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Health, Safety and Environment

Strategic Intent

Rosneft understands its responsibility
for the Health, Safety and well-

being of our employees, contractors,
communities and stakeholders and the
protection of the environment around
which the Company operates. This
responsibility encompasses the activities
conducted by over 300 thousand
company employees and about 200
thousand contractor employees.

We assess, prioritize and eliminate

HSE risks in our workplace and strive
for the highest standards of care for
our workforce and contractors while
minimizing the environmental footprint
from Company operations. We also
continue to remediate and eliminate
historical environmental impacts in a
systematic way.

In the area of carbon management and
energy transition, we analyze risks to
the company and identify opportunities
for our portfolio, including conducting
scenario analyses and stress testing to
inform further management actions.
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In December 2018, the Rosneft Board
of Directors approved the strategic
guidelines for the company linked to
implementation of the UN Sustainable
Development Goals. The Company's
mission, values, objectives, and strategic
guidelines are therefore aligned with
these 17 United Nations Sustainable
Development Goals.

More specifically, the Board identified
five SDGs of strategic priority for
Rosneft's core businesses, including SDG
3 on Good Health and Well-Being; SDG 7
on Affordable and Clean Energy; SDG 8
on Decent Work and Economic Growth;
SDG 13 on Climate Action and SDG 17
on Partnerships for the Goals.

HSE Performance Goals

Rosneft-2022 strategy is aimed at
continuous improvement of HSE
performance equivalent to top quartile

amongst our industry peers, and
including targets of a 5% reduction of
Greenhouse gas emissions on a per unit

From Commitment to Action

The Strategic Planning Committee of

the Board of Directors reviews HSE
performance, updates of the corporate
HSE strategy implementation and
progress against the Company’s strategic
goals on a quarterly basis. These goals
form part of the performance KPIs of the
Executive Team.

The Company's HSE Committee is

an advisory body to the CEO and the
Management Board and is led by
senior Executives and includes senior
management representatives from

across the company. In 2019, the
Committee met six times to review
progress on a number of HSE programs
including contractor management,
aviation safety, integrity management
and environmental performance.

In 2019, a Carbon Management Sub-
Committee was established and is also
led by a Senior Executive to oversee

the development of the carbon
management agenda, as well as monitor
delivery of annual carbon reduction and
energy efficiency plans.

Since the announcement of these
commitments, governance has been
strengthened across a number of
key HSE risk areas through more
robust management processes and
procedures, increased capability
and improved monitoring of HSE
performance across the company.

basis and 8 million tonnes of avoided
CO, equival ent emissions by 2022.

STRATEGIC HSE AREAS

» Leadership and Safety Culture
= Competency and Capability
development

Safety Management System
Internal Controls

Risk and Integrity Management
Reporting and Performance
Analysis
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Safety of our people is our top priority

Our highest priority is the safety of our
employees, contractors, operations and
the communities in which we operate.
We focus on creating a culture where
employees are strongly encouraged to
report any hazards or incidents.

The Company's Safety Leadership
objective is to embed the principles of
the revised corporate HSE Policy and
HSE Leadership standard launched

in 2018. These principles focus on
improving direct communication
between management and employees
to create a safer working environment.
In 2019, over 83 thousand employees

HSE Training
(number of employees)

83,069

18,343
5,699
90 ’
2018 2019

Golden Safety Rules
[ Incident investigation
Il HSE risk management

were trained on the Golden Safety Rules
to manage the performance of high-risk
activities across the organization.

The Company continues to invest
significant resources in the development
of its safety management activities,
training of its personnel and
improvement of operational safety
barriers, with about 55 billion rubles
spent on these activities in 2019.

RUB 55 bin

has been spent
on occupational
health and safety

>

thousand employees
completed the Golden
Safety Rules course in 2019

Our 2019 survey involving

over 3.5 thousand employees
showed that our safety culture
continues to improve with 94%
of respondents understanding
the importance of personal
responsibility in adhering

to the Golden Safety Rules

in their jobs.
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Operational Risk
Assessments

Building on the work done in 2018, and
as part of a formal company procedure,
a number of systematic improvements
in risk management have been
implemented to assess and strengthen
operational safety barriers. These
actions are expected to both contribute
to the prevention of potential accidents
in key risk areas as well as reduce the
severity of their consequences across
the Company. In 2019, this process was
implemented across 72 Rosneft Group
Subsidiaries.

Process Safety and Integrity
Management

The implementation of targeted well
control management programs has
resulted in preventing well blowouts or
uncontrolled releases from exploration
and development drilling for over two
years (11 million meters drilled). There
were also no process safety incidents
involving over 61,000 high-pressure
operating vessels. Rosneft has also
introduced a new company procedure
on energy isolation for safely conducting
repairs or maintaining equipment.

Driving safety and road
transport

Due to the scale of Rosneft's operations,
our employees & contractors drive

over 2 billion kilometers annually. A
Vehicle Safety Management System

is in place and sets requirements for
both vehicles and drivers to reduce

the risks to employees, contractors

and third parties. As a result, over

50 thousand drivers were trained in
defensive driving, and over 52 thousand
vehicles were equipped with in-vehicle
monitoring systems. In addition, we
work with the regional authorities near
to the Company’s operations and the
State Road Traffic Safety Inspection
Department in Russia to reduce
transport accidents in these regions.

for Shareholders

Lost Time Injury Frequency
(LTIF)'

Iciles 14 %
are equipped 12%
with on-board

monitoring systems 0.36 0.34 0.36

5 18%
thousand
vehicl

Managing the work
of our contractors

2017 2018 2019
In 2019, the Company introduced new
contractor management requirements
to improve conformance with Rosneft's
safe work practices. These requirements
included HSE standards and procedures
for contractor selection, mandatory risk
assessment processes, performance
monitoring and contractor personnel
capability and training. In 2019, over 10
contractor safety leadership conferences
were held across Russia to share best
practices, lessons learned and to
develop safety leadership competencies.

Lost time injury frequency (LTIF)

== Share of severe injuries in the
total amount of lost time injuries

' across the Company

Improved Incident
Investigation System

The Company has initiated a program
to improve its incident investigation
process and investigation capability to
address root causes and sustainable
corrective actions. Over 1.1 thousand
employees have been trained on these
investigative techniques.

The overall LTIF trend shows
a decrease in the percentage
of severe injuries.
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Environmental Responsibility

Green Investment

The Company implements a number

of organizational and technical
environmental improvement activities
as well as ecological and investment
projects to improve environmental
performance. The Rosneft-2022 strategy
commits to investing RUB 300 bin in
these “Green investments” aimed at

Carbon Management -

reducing flaring of associated petroleum
gas (APG), improving pipeline integrity,
water and waste management and
increasing land remediation.

A total of around 80 billion rubles was
spentin 2018 and 2019 on these ‘Green
Investments’ projects.

In the 2020-2022 period,
Rosneft's “Green Investments"
will average

7

of the Company's annual
capital expenditure

Managing Climate-related Risks and Opportunities

Rosneft has continued to strengthen its
carbon-management processes as the
Company seeks opportunities to reduce
its operational carbon footprint.

The Carbon Management Sub-
Committee leads the development

of annual and longer-term carbon-
management plans and tracks progress
of existing programs, in particular, the
Gas Investment Program and Energy
Saving Program. Rosneft's energy
efficiency performance improved by
14% in the last two years resulting in
3.1 million tonnes of CO2 equivalent
avoided emissions over this period.

As part of its commitment to work
across industry groups, Rosneft joined
the Methane Guiding Principles industry
initiative with one of its senior Executives
on its Steering Team.

The Company has developed a methane
management plan in alignment with

its peers and in 2019, Rosneft reduced
its known fugitive emissions by 73%
compared to 2018, benefitting from its
major operational improvements.

Greenhouse gas emissions avoided
in 2018 and 2019 (mln t CO, eq.)

3.1
N
1.7
1.4
2018 2019

In 2019, Rosneft was awarded a B
rating by CDP on climate change
resilience, the highest among
the participating Russian oil

and gas companies

23

3%

2018 2019

In 2019 Rosneft reduced
known fugitive methane
emissions from its upstream
operations by

73

(year-on-year)
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Environmental Management -
Minimizing Our Environmental Footprint

The Company aims at having the lowest
possible footprint across its operations
and has implemented organizational
and technical improvements to drive its
environmental agenda.

Water Stewardship

One of Rosneft's strategic priorities is
the sustainable use of water resources
involving infrastructure upgrade projects
and application of the best available
technologies.

WASTEWATER DISCHARGES WERE

REDUCED BY 4% IN 2019

The Bashneft-Ufaneftekhim biolog-
ical water treatment complex, one
of the most advanced water treat-
ment facilities in Russia and Eurasia,

went into full operational in 2019.
This resulted in significant wastewater
quality improvement and greater than
a twofold increase in recycled water.

Corporate Information
Governance

for Shareholders
and Investors

In 2019

>90,,

of water used in Company
operations was recycled,
minimizing freshwater
withdrawal

In 2019, Rosneft participated
in the CDP water rating

for the first time and was
awarded a

B- rating

by CDP
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Non-GHG Air Emissions

In 2019, the Company recorded a 3%
reduction in non-GHG air emissions into
the atmosphere.

Increasing the efficiency
of oil spill management

The Company’s oil spill response system
reduces potential oil spill impacts from
incidents once they occur and we work
closely with responsible government
agencies for transparent reporting and
immediate response to incidents.

Rosneft's in-field pipelines span over 120
thousand km and, in 2019, the Company
completed implementation of the 2015-
2019 Pipeline Reliability Improvement
Program to increase pipeline reliability.
This program led to a decrease in the
pipeline failure rate by 30% compared to
2013 and a further reduction in oil spill
volumes from pipeline failures in 2019.

Legacy Contamination
and treatment of oil
contaminated waste

In 2019, legacy oil-contaminated land
was reduced by 16% year-on-year with
a 6% improvement in the efficiency of
treatment of oil-contaminated waste.

Biodiversity Conservation

The Company has also invested over 870
million rubles over the past five years for
conserving biodiversity across Russia. In
addition, Rosneft signed an Agreement
in 2019 to cooperate with the Russian
Ministry of Natural Resources on a
nation