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Message from the Chairman of Rosneft’s
Board of Directors

Chairman of Rosneft’s Board
of Directors

Dear shareholders and investors!

As Chairman of the Board of Directors, |
pay special attention to the Company's
strategic priorities and their implemen-
tation. In 2018, the Company continued

to pursue the Rosneft-2022 Strategy.

The strategy is aimed at qualitative chang-
es, first of all, through mainstreaming new
technologies in all areas of operations:
from upstream to downstream.

Last year, the Company's Technology
Council, a consultative and advisory body
designed to facilitate the implementation
of the Strategy, held its first meeting. Ros-
neft continues to give considerable atten-
tion to the security matters, introduction
of the best risk management practices
and training methods for the Company's
employees and counterparties.

Sustainable development is one

of the Company's strategic priorities. In
this light, the approval of the strategy

by the Board of Directors as it pertains

to the commitment to the 17 UN sus-
tainable development goals was an im-
portant milestone for Rosneft in 2018.

The Strategy identified five priority goals,
the achievement of which is contributed
by the Company in the course of its ac-
tivities. Rosneft's focus is turned towards
rational development of natural resources.
The Company implements large-scale oil
and gas production projects, upgrades
producing and refining capacities so

as to reduce the environmental impact
and manufacture modern, environmentally
friendly fuels.

Since the Company's primary focus

is placed on the corporate environmen-
tal responsibility, Rosneft-2022 Strategy
provides for the delivery of superior
performance in minimizing environmental
impact and bolstering the eco-friendli-
ness of production. By the end of 2022,
Rosneft intends to enter the first quartile
of international ail and gas companies

in HSE terms. Developing ecological
programs adds to the investment appeal
of the Company and serves as an import-
ant indicator for investors.

In 2018, the Company's strategic
shareholder structure was finalized,

with the State having an over 50% stake
and still being the controlling shareholder
and the primary beneficiary of the divi-
dends paid, while partners from the Qatar
Investment Authority (QIA) increased

their direct shareholding to 18.93%,
becoming the second largest strategic
shareholder after BP (19.75%). The switch
to the direct holding system indicates that
QIA trusts in the development direction
chosen by the Company and considers its
investment attractive.

Rosneft's investment appeal also relies
on the Dividend Policy, which stipu-
lates that the payments shall be made
twice a year and make up at least

50% of the net profit under IFRS. In H1
2018 alone, RUB 155 bIn were paid out

as dividends, almost 14 times higher than
for the whole of 2017 Successful annual
results will also promate higher final divi-

dends, significantly increasing the returns
of shareholders.

As a citizen and former chancellor of Ger-
many, | have a keen interest in tracking
Rosneft's advances in the German market.
Over the past year, the Company has
gained an increasingly strong foothold
there: it managed to assemble a profes-
sional international team of specialists,
streamline key business processes,

and create an own client base in Germany
and neighboring countries. Also in 2018,
Rosneft Deutschland began selling bitu-
men, which was delivered to more than
130 German companies. In addition, since 1
January 2019, the Company has stepped up
to the direct sales of petroleum products
in the domestic market. | am sure that
the adopted strategy will be instrumental
in further promoting Rosneft's business
in the European market.
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Message from Rosneft’s Chief Executive Officer, Chairman
of the Management Board

Chairman of the Management Board,
Chief Executive Officer of Rosneft

Dear shareholders and investors,

In 2018, not only did Rosneft keep its
world leadership among publicly held

oil companies in terms of crude oil

and liquid hydrocarbons production,

but it also set new benchmarks

for the industry. The Company cracked

a record for hydrocarbons production -
285.5 mmtoe, up 1.3% year-on-year, which
was achieved through implementation

of improved operating methods

and application of new technologies

at mature fields, as well as the launch

of four new large projects - the Tagulskoye,
Russkoye, and Kuyumbinskoye fields

and the second development phase

of the Srednebotuobinskoye field.

Rosneft maintained its leadership position
among global oil and gas majors by total
volume of proved reserves. Under the SEC
classification, their volume in 2018 grew
by 4% - totaling 414 bboe - and the proven
reserve replacement ratio reached 173%.
Development drilling in 2018 exceeded

12 min meters, while the scope of drilling
the high-productive complex multilateral
wells doubled. Exploration activities
resulted in a disclovery of 230 new
deposits and 23 new fields with reserves
of 250 mmtoe.

In 2018, the Company's refining throughput
grew by 2% and reached 115 mmt.

Rosneft continued to heavily invest

in modernization of its own refineries -
total capex amounts to RUB 14 trin, of which
over 60% has already been financed.

Rosneft ensures price stability

and reliable supply of petroleum products
to the domestic market, with a share

of more than 40% of total supplies. In

2018, the Company increased the sales

of motor fuels on the domestic market

by 3.7% to 281 mmt. The Company exceeded
the sales requirement for gasoline
supplies to the exchange by over 2 times
and for diesel fuel by over 15 times.

Rosneft demonstrated strong financial
results for the year. The Company's revenues
increased by 37% to a record of RUB 8.2 trin,
EBITDA - by 49% to RUB 21 trin. Net profit
attributable to Rosneft's shareholders
reached RUB 549 bin, up 2.5 times year-
on-year. Moreover, the free cash flow

for the year grew by 4.6 times and amounted
to RUB 113 trln, remaining positive

for 27 consecutive quarters.

Rosneft's successful results in 2018
supported the growth of the Company's
market capitalization, which increased
by more than 48% for the year. As

a result, Rosneft for the first time joined
Top-10 global oil companies by market
capitalization.

Despite external pressures, Rosneft remains
an effective channel for integrating Russia
into the world economy by means of active
work on foreign markets and cooperation
with the largest oil companies in the world.
The Company operates in 25 countries,
partners with seven out of 10 world majors.

Rosneft continues to strengthen its
presence on the international market.

In 2018, the Company boosted crude oil
supplies in the eastern direction - they grew
by 241% reaching 59.2 mmt - and continues
to successfully operate on the traditional
markets. Last year crude oil supply
contracts were signed with Poland for up

t0 12.6 mmt and with Germany for up

t010.9 mmt.

In 2018, Rosneft confirmed its

status as the largest Russian

taxpayer and a backbone company

for the government budget. Tax payments
for the year hit a new record in the entire
history of the Company and amounted

to RUB 4 trin - up 1.5 times year-on-year.
At the end of the year, shareholders were
also paid a record amount of dividends,
RUB 225 bin with over RUB 112 bin
attributable to the government.

The strong results of the year stem

from successful implementation

of the Rosneft-2022 Strategy approved

in December 2017 which is aimed

at improving business efficiency

and maximizing returns on existing assets.
In 2019, the Company will undertake further
efforts along this avenue.
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Assets
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data for other companies are provided on the base of Wood Mackenzie's appraisal and include commercial and sub-commercial reserves.



Rosneft 2018 Annual Report

Sustainable Development

= The commitment to 17 UN sustainable
development goals and the identification
of five priorities

= Becoming a global leader in terms of safe
operation, protection of health and safety
of employees and local residents

in regions of its operation, and minimizing
its environmental footprint

Finance and Investments

Strengthening the investment
and project management process

Retaining the leadership in operating
efficiency

Ensuring high returns of shareholders

Corporate Governance

= Developing organizational
capability and human resources

= Commitment to strong business
ethics

Technological
Development

Digitalization across the entire
platform

Creating sustainable technological
advantage

Localization of production

Technological partnerships

Developing the proprietory Scientific
Project Complex

INVESTORS
AND SHAREHOLDERS

Shareholder Value

50%
of net income under IFRS allocated for
dividend payments

+48%

growth in market capitalization

- USD 14 bin

leverage decrease

COMMUNITY

Environment

> RUB 240 bin

green investments over the last five years

Starting a new environmentally-friendly
business:

10 f|II|ng stations selling compressed
natural gas launched in 2018

Eco-friendly fuels: sringing to the
domestic market of a new high-octane fuel
Pulsar 100, Euro-6 based on Al-95 fuel, and a new
line of ACTIVE technology fuel

Jobs

325.6 thsd employees

one of the largest employers in Russia

SME support
RUB 35 bin

SME contracts

Social Programs

RUB 33 bin

social spending

Rosneft’s mission is to efficiently unlock energy potential within projects both
in Russia and abroad, ensure energy security, and provide good stewardship of natural

resources.

9

|

Supplies of Oil and Petroleum Products

1131 mm?t of petroleum products

: )
GOVERNMENT CONSUMERS
Taxes
Foreign Investments Attracted
RUB 4 trin 1291 mmt of crude oil
taxes and customs duties USD 25 b|n
RUB 936 bIn in 2014-2018

capex brings a significant multiplicative
effect on the Russian economy

Privatization Proceeds

| RUB 1trin for three years

Supporting Russia's Development
Priorities

Incorporating the additions
to the Strategy in focus areas

62 bcm of gas

10



Business Model

%

1,121 +2.1 %

Exploration
and Production

licenses liquid hydrocarbons production

in Russia growth in 2018

84% 5 greenfields
onshore exploration launched in 2018

drilling success rate in

Russia

23 years 3.1

hydrocarbon reserve life U.S. dollar /boe
under PRMS classification hydrocarbons production costs,

the lowest in the industry

Crude oil source, mmt

Liquid hydrocarbons production'

[ 0il purchased in the Russian Federation
2458 B Oil purchased abroad

2143

Gas source, bcm

’

748 Gas production’

™ Gas purchase

619

' Production by subsidiaries and proportionally consolidated companies

"

Oil Refining
and Petrochemicals

n

13 refineries
in Russia

Shares in 6 foreign refineries

75.1%

refining depth at Russian refineries

Crude oil refining, mmt

5o L

103.3

Petroleum products and petrochemicals, mmt

Output in Russia

118.8 ' OQutput abroad
M Purchase

99.7

Commerce
and Logistics

138 oil depots
2,963 filling stations
1,933 stores

Oil sales, mmt

Sales abroad

129.1 I Sales in Russia

1237

Petroleum product and petrochemical sales, mmt

28 3.1
Abroad
M InRussia
115.9 M Petrochemicals
01 W Bunker fuel
Sales of gas, bcm
Sales in Russia?
m Sales abroad
71 3 | Gas consumption for own operational
591 needs and to maintain oil production

Economic
Benehft

274.6

RUB bln
Total accrued
dividends for 2018°

3549

RUB bln

Net income attributable
to shareholders of the
Company

2,081

RUB bln
EBITDA

24.8 «

EBITDA margin

Revenues

: Excluding intra-group turnovers.
3Including the dividends for H12018 and the dividends recommended by the Board of Directors
to be approved at the General Shareholders Meeting in June 2019

12
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Company Structure

Exploration and Production

Russian Federation LLC Purneftepererabotka LLC Tuymazinskoye Gas Processing

Russian Federation

: Venezuela Myanmar .
Exploration LLC RN-Exploration Petromiranda S.A. Bashneft International B.V. Refining JSC Angarsk Petrochemical . Plant
LLC RN-Shelf Arktika Petrovictoria SA. Company Oils Plants _ LLC Shkapovskoye Gas Processing
LLC Yermak Neftegaz Vietnam JSC Achinsk Refinery VNK LLC Novokuibyshevsk Oils Plant
Iraq Rosneft Vietnam BY. and Additives Plant LLC RN-Buzulukskoye Gas

LLC RN-Komsomaolsky Refinery
JSC Novokuibyshevsk Refinery

LLC RN-Endyrneftegaz

Bashneft International B.V. PJSC Rosneft - MP Nefteprodukt Processing Plant

Mozambique

Brazil - JSC Kuibyshev Refine :
Rosneft BRASIL E&P LTDA Iraqi Kurdistan RN Angoche Pte. Ltd. 5 Syzrgn Refinery ry Petrocherkmcrls andI Catalysts  Germany
RN-Qasrok Pte. Ltd. RN Zambezi North Pte. Ltd. LLC RN-Tuapse Refinery JSC Angarsk Polymer Plant  Rosneft Deutschland GmbH
Norway RN Zambezi South Pte. Ltd LU Seratov Refinery JSC Anggrsk Catalyzers and Organic  pck Raffinerie GmbH
RN Nordic Oil AS - Refin Synthesis Plant
JSC Ryazan Ol Refining Company  j5¢ Noyokuibyshevsk Petrochemical  Belarus
LLC nghpevaﬂovsk Qil Refining Company JSC Mozyr Refinery
Services Russian Federation Venezuela Assomlatmnf LLC Novokuibyshevsk Catalyzers Plant .
LLC RN-Service Precision Drilling de Venezuela, C.A. 0JSC Slavne t—YANOS PJSC Ufaorgsintez Ukraine
LLC RN-Burenie Perforosven, SA Integrated refinery in Ufa PRJSC LINIK
LLC RN-GRP (Bashneft-Ufaneftekhim, Bashneft-  Gas Processing
JSC Targin Novoil, and Bashneft-UNPZ) JSC Otradnensky Gas Processing Plant
LLC Bashneft-Petrotest LLC Krasnoleninsky Refinery JSC Neftegorsky Gas Processing Plant
LLC RN-Morskoy Terminal SC Tambovnefteprodukt Belarus

Production LLC RN-Severnaya Neft LLC RN-Severo-Varyoganskoye LLC RN-Stavropolneftegaz LLC RN-Arkhangelsknefteprodukt  JSC Rosneft-Stavropolye Mongolia )
LLC Bashneft-Polyus JSC Kondaneft PJSC Rosneft-Dagneft LLC RN-Morskoy Terminal Tuapse  PJSC Rosneft-KarachaevoCherk-  LLC Rosneft-Mongolia
SevKomNeftegaz LLC JSC Dagneftegaz LLC RN-Krasnoyarsknefteprodukt  essknefteprodukt LLC Mergevan
Far East (offshore) 0JSC RN Ingushneft LLC RN-Novosibirsknefteprodukt ~ LLC RN-Ingushnefteprodukt Kyrgyzstan
Sakhalin-1 Eastern Siberia and Far East || ¢ priazovneft LLC RN-Chechennefteprodukt PJSC Rosneft-Yamalnefteprodukt ~ CJSC RN-Kyrgyznefteprodukt
JSC RN-Shelf Dalny Vostok (Onshore) PJSC Rosneft-Altainefteprodukt LLC RN-Severo-Zapad .
JSC Verkhnechonskneftegaz Egypt PISC Rosneft-Cubannefteprodukt  JSC Belgorodnefteprodukt Armenia
Western Siberia JSC Vankorneft Upstream Project Pte. Ltd. PJSC Rosneft- JSC Irkutsknefteprodukt LLC PETROL MARKET
LLC RN-Yuganskneftegaz JSC Vostsibneftegaz Kurgannefteprodukt JSC Orelnefteprodukt CISC Rosneft-Armenia
LLC RN-Purneftegaz LLC RN-Vankor Venezuela PJSC Rosneft- JSC Penzanefteprodukt Georgia
JSC Tomskneft VNK LLC RN-Sakhalinmorneftegaz Grupo Rosneft CA. Smolensknefteprodukt JSC Tomsknefteprodukt VNK Petrofas Energ i
: y International Ltd
LLC RN-Uvatneftegaz LLC Taas-Yuriakh Petroperija SA. PISC NK Rosneft-KBTK LLC RN-Volgograd
JSC Samotlornefegaz Neftegazodobycha Bogueron SA 0JSC Rosneft-Artag LLC RN-Aero
JSC Rospan International JSC Suzun Patromonagas SA. LLC Bashneft-Roznitsa PJSC Tulanefteprodukt
JSC RN-Nyaganneftegaz LLC Taguiskoye Vietnam PISC Rosneft- JSC RN-Rostovnefteprodukt
JSC Nizhnevartovsk Oil and GasJSC Bratskekogaz Rosneft Vietnam BV Murmansknefteprodukt LLC RN-Bunker
Producing Company h JSC RN-Moscow PISC Kaluganefteprodukt
JSC Sibneftegaz Volga-Urals Canada JSC Bryansknefteprodukt PJSC Ryazannefteprodukt
LLC Kynsko-Chaselskoye JSC Samaraneftegaz RN Cardium Oil Inc. JSC Voronezhnefteprodukt JSC Karelianefteprodukt
Neftegaz 0ISC Udmurtneft JSC Lipetsknefteprodukt PJSC Saratovnefteprodukt
LLC Kharampurneftegaz JSC Orenburgneft Iraqi Kurdistan JSC Ulyanovsknefteprodukt JSC RN-Yaroslavl
JSC Tyumenneftegaz LLC Bashnaft-Dobycha RN-Batil Pte. Ltd. JSC Samaranefteprodukt LLC RN-Chernozemye
Messoyahaneftegaz JSC JSC Inzerneft" RN-Zawita Pte. Ltd. PJSC Buryatnefteproduct JSC Uralsevergaz
PJSC Varyoganneftegaz . RN-Harir-Begjil Pte. Ltd.
PISC NGK Slavneft ffcu;negrg;ggz'r;e g RN-Darato Pte. Ld
LLC Sorovskneft \_ )
13 14

Timan-Pechora

JSC Yugraneft Corporation

0JSC Grozneftegaz

Marketing

Nakhodka
LLC RN-Vostoknefteprodukt

J
JSC Khakasnefteprodukt VNK
JSC RN-Tver

LLC RN-Severo-Zapad




Operating
Results

Strategy

New Perspective

Accelerating the technological breakthrough

Adopting new forms of management
and business organization

Margin enhancement across the value chain

Consistently focusing on efficiency
improvement and cost reduction




Rosneft - 2022
Strategy

1

INCREASING

PROFITABILITY

AND IMPROVING
THE PERFORMANCE
OF EXISTING ASSETS

EBITDA

= 49 % 2018
S

new fields'

Vincluding the Sorovsky field in the East-Salym license area

17

2018

Technological
base for digital-
ization has been
created

Strategy

On 20 December 2018, the Company's Board of Directors reviewed

the progress of Rosneft-2022 Strategy and noted the success

in achieving its goals based on the results of 2018, separately
confirming the relevance of the approved strategic objectives

for the future. In particular, the progress was achieved in 2018 relative
to all key strategic priorities: profitability increase, provision of high-
quality project management, development of the corporate culture
and business technological capabilities.

Moreover, in 2018, Rosneft's Board of Directors approved measures
for strengthening the Company's position in the area of environmental
and social responsibility (ESG) and established the Company's public
position as related to commitment to 17 UN Sustainable Development
Goals.

n

The Company is aimed at rational utilization of natural
resources, production of modern and eco-friendly
fuels, and environmental impact mitigation. As part
of Rosneft-2022 Strategy, the Company implements
initiatives that will allow entering the first quartile

of international oil and gas companies with regard

to health, safety and environment, as well to develop
. human resources and contribute to integrated social
Igor Sechin and economic development of the regions, fully
meeting the UN Sustainable Development Goals.

Chief Executive Officer
of PJSC NK Rosneft

\. J

Additions to the Strategy in 2018

The range of Strategy areas was additionally expanded in 2018 with
regard to Russia’s priorities:

* Social development * RN - City of the Future
¢ Human resources » Regional development
« Environment « Digital Rosneft

18



Rosneft 2018 Annual Report

UPSTREAM

Production from Hard-to-Recover
Reserves, mmt

250
225 230 I

2017 2018 2022

Total Liquid Hydrocarbons
Production, mmt

33
19
16 I

2017 2018 2022

19

100% LIQUID HYDROCARBONS RESERVE

REPLACEMENT RATIO AND ORGANIC GROWTH

The increased success rate of onshore exploration drilling in Russia

completed and tested onshore Russia with
an 84% success rate

Acceleration of new reserves development subject to economic efficiency

total production at new projects launched

in 2016-2018

Optimization of Russian onshore field development (increased share
of new horizontal wells)

share of new harizontal wells with incremental production share of harizontal
multi-stage hydraulic from newly commis- wells
fracturing sioned wells

Commissioning large-scale projects on time and on budget

have been commissioned: Russloye, Taas-Yuryakh (Phase 2), Tagulskoye, Kuyumbinskoye,
and Sorovskoye fields in the East-Salym license area.

Reduced rate of decline in base production

decline in crude oil production base production
at the Samotlor field after several recovered higher effect
years of annual reduction by 3-5%

recovery activities

Strategy Operating
MORE EFFICIENT
SERVICE

Reduced non-productive time

reduction of non-productive time through
higher reliability of equipment operation,
timely execution of maintenance, repair
and replacements

Reduced well drilling time by 10%

reduction of horizontal well
drilling time to 32 days on average
for the Company

of the base production

Increased rig utilization rate
(by 20%-30%

(+1%)

increase in the rig utilization rate

Market Overview . Information
and Competitive %zite?cl]nan?leent Eg\r{gcr);:tnece for Shareholders
Environment P and Investors
IMPROVED
PERFORMANCE

OptiTized Capex (by 10% for comparable wells, by 10% for linear objects in 2020-
2022

reduction in development well construction costs since
the start of the Strategy implementation

Optimized Opex (down by 2-3% per year on a comparable basis)

decrease in Opex on a comparable basis

Bringing technological partners into
capital-intensive high-risk projects

BP: joint implementation of the project for development of the Kharampursky and
Festivalny license areas

Intensification of production at the Samotlor field: higher flooding efficiency due to
nanoparticles utilization

Expansion of Yermak Neftegaz Project in the Sredvelensky and Olekmensky license
areas

Equinor: exploration of the Domanic deposit reserves in the Samara Region, develop-
ment of the North Komsomolskoye field

20
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GAS

Gas Production, bcm

>100

2017 2018 2022

21

COMMISSIONING PROJECTS
ON TIME AND ON BUDGET

Producing over 100 hcm

The strategic Zohr field offshore Egypt is being developed ahead of schedule. Less than
a year after the launch, the field daily gas production capacity reached

1

Developing major gas production projects, including
Rospan and Kharampur

Construction of key production facilities of Rospan infrastructure is being completed,
the commissioning is scheduled for 2019

In Q2 2018, the Company, in partnership with BP, began an active phase of development
of the Kharampursky and Festivalny license areas in the Yamal-Nenets Autonomous
Area with total recoverable reserves of about

INCREASING TECHNOLOGICAL EDGE

Developing Turonian deposits

Drilling and testing of new wells to determine the optimal design and
completion for the Kharampur field wells

Increasing APG utilization rate, including through the development of captive
power generation and petrochemicals

for APG utilization (construction completed). The APG utilization rate
achieved 89.7%.2

Developing LPG and NGL production

The project for construction of the Maysky gas processing complex in Western Siberia is
underway, the project design documentation developed

INTHE LONG TERM

Monetization of gas reserves in Eastern Siberia and the Far East

Rosneft and Beijing Enterprises Group are currently developing the Verkhnechkosnkoye
oil, gas, and condensate field in the Irkutsk Region; the Company signed an indicative
agreement on the basic conditions of gas supply to China

" From 100%.
: Excluding fields at early stages of development

: Market Overview .
Operating e Sustainable Corporate
Stategy Results Egsir%??n%ittmve Development Governance
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SUBSTANTIAL PROFITABILITY GROWTH

Completing the refinery development projects in Russia
to substantially increase profitability

The refinery development projects in Russia continued

The major part of equipment was purchased, construction and installation
operations are underway

OILREFINING
AND PETROCHEMICALS

Debottlenecking projects at the Company's refineries continued

Improved performance and optimized opex

Production of Motor Fuels Complying
with the Technical Regulations, mmt?
cost reduction on a comparable basis

cumulative effect of the Operational Efficiency Improvement Program
in 2018

LONG-TERM DEVELOPMENT OPTIONS

2017 2018 2022 N Russia
A preliminary feasibility study was completed for projects of oil residuals
I Diesel fuel processing at two Company's oil refineries in Russia
¥ Gasoline
Kerosene

Expanding on the fast-growing Asian markets

A project for maximizing the added value on the catalytic cracking unit and
petrochemicals production has been initiated at the Vadinar refinery (India)

(subject to project financing availability)

Activities continued to monetize the Company's feedstock supplies and to
involve partners in the joint implementation of petrochemical projects

¥ Motor fuels complying with the Technical Regulations are Euro-5 mator gasoline and diesel fuel, as well as jet fuel

Information
for Shareholders
and Investors

Constructing modern complexes for converting fuel oil into light products

Constructing major petrochemical projects in three clusters in Russia
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COMMERCE,
LOGISTICS,
AND RETAIL

The Share of non-fuel sales in Gross
Margin of Retail Business, %

20
15

9

2017 2018 2022

23

COMMERCE AND LOGISTICS

Improved cost efficiency of sales and access to end consumers (domestic/
export sales)

increase in lubricants shipments growth in fuel sales in the Moscow
to end consumers on direct contracts airport hub

Expanding and diversifying sales channels (jet fuel, marine fuel,
and lubricants)

Manufacturing of bitumen products was
organized at third-party facilities with the use
of additional volumes of vacuum residues increase in high-tech polymer-modified

produced at the Company's plants bitumen sales

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

The Company increased bitumen production The Komsomolsk Refinery launched
and sales according to new GOST. the production of DMF Ill marine distillate
fuel with new quality characteristics

RETAIL

Promoting strong brands and high service standards at filling stations

were rebranded to Rosneft's brand (50% of filling stations included into the Rebranding
Program were rebranded by the end of 2018)

Expanding non-fuel business
(introducing new categories of goods and opening new cafés)

Revenues from non-fuel sales The product mix palicy was optimized, some
increased products under own brand were launched

by those from
cafés - by

Improved performance and optimized costs

Developing the customer service package at filling stations (loyalty program
and branded fuel)

451filling stations in 13 regions
of Russia were transitioned
to Pulsar fuel brand.

The loyalty program membership continued
to grow, above 10 million people were enlisted
during the implementation period

The Company brought into the market new fuel
types with improved characteristics: Pulsar 100,
Al-95 Euro-6, and ACTIVE fuels

Expanding small-scale wholesale through differentiated sales channels

increase in sales under long-term contracts

Digitalization and
Technology Priority

UPSTREAM

Digital field, remote drilling and production control centers,
lloT, Big Data

Launch of a corporate data processing center with the GE Predix
industrial internet platform, an IRMA integrated digital field-
twin and GeoPAK digital space for geological and physical data
processing (together with General Electric)

Testing artificial intelligence in the development of fields

and planning of well interventions, the use of machine learning
technology to optimize the operation of the producing asset in real
time, as well as the unigue technology of autonomous monitoring
of production facilities using drones and machine vision

Testing of the computer vision technology to monitor HSE
compliance during drilling

The first in the Russian oil and gas industry Drilling Geological
Support Center used for drilling ~8 thousand horizontal wells
and horizontal sidetracks

Production start-up of RN-GRID, the corporate hydraulic fracturing
simulation module

Field testing of the ice monitoring system for offshore drilling

Enhanced in-house technology capabilities, cable-free
seismic systems, advanced multi-stage hydraulic fracturing
(MSHF) techniques, the establishment of a tech park to test
technologies

Rosneft together with BP and WesternGeco is developing
a unique system of seismic data recording unrivalled
in the world

Pilot works for extended horizontal well drilling with more
hydraulic fracturing stages (>8) were continued

A technology of horizontal well drilling with the use
of a combined string was rolled out

RETAIL SALES

Digital Filling Station and Digital Supply Chain programs

Avvirtual fuel card for B2B segment was launched into commercial
service in the Moscow Region.

A pilot project was implemented to launch a virtual card
under the loyalty program

Improved accounting systems to reduce losses

3%

decrease in fuel consumption for own operational needs

OIL REFINING AND PETROCHEMICALS

Digital Plant, lloT, Global asset performance management
system to extend functional operation times between refinery
facility repairs, automation 2.0, including the use of robots

The vibration-based diagnostics and predictive analytics systems
and combined health indicators of highly critical equipment

Implementation of a patterned solution of the integrated
management system for equipment maintenance and repair based
on Meridium automated workstation

Deployment of advanced refinery process control systems.

Start-up of the following pilot projects:
using infrared cameras to monitor refinery equipment
using robot-based means to clean oil tanks
integrating the personnel monitoring systems using wearable
devices and tags

Implementation of the projects aimed at creation of common
operator rooms, GE Predix-based cloud system for collecting,
storing and processing information

Improved accounting systems to reduce
losses and fuel consumption for own
operational needs

Implementation of the Energy Efficiency Monitoring System

A project to monitor the perimeter of the refinery
and the leakages of petroleum products with the use of drones

Automation, including the use of robots

24 oil depots

were equipped with automatic filling systems

46 oil depots

were equipped with automatic in-tank measurement systems

1,000 flling stations

were equipped with modern oil products accounting systems,
covering 70% of material flows
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HEALTH, SAFETY,

reduction share of reclaimed
in fugitive methane and reusable water
emissions

AND ENVIRONMENT

Tier 1 Process Safety Event Rate (PSER-1)

0.03
1 quartile
2M8 2022

Lost Time Injury Frequency (LTIF)

0.34
1 quartile
2018 2022

Relative Greenhouse Gas Emissions
(GHG), Upstream,
tonnes of CO,-eq./ thousand boe

25
1 quartile
2018 2022

of direct greenhouse gas emissions in Downstream

Rosneft’s strategic goal is to become a global leader

in terms of safe operation, protection of health

and safety of employees and local residents in regions
of its operation, and minimization of its environmental

footprint.

HSE Strategy Focus Areas:

= Leadership and Safety Culture

= Skills

= Safety Management System

= Risk and Integrity Management

= Control System

= Reporting and Performance
Assessment

Greenhouse Gas Emissions Indicator,
Upstream, tonnes of CO2-eq./thousand boe'

95
Y,

equinor

By greenhouse gas emission rates (GHG),
the Company demonstrates results
comparable to the leading global oil

and gas companies.

' The indicator reflects the greenhouse gas emissions (direct and indirect) volume / production volume ratio for all companies in 2017, tonnes of COz—eq./thousand boe

25

Operating

Strategy Results

GOOD HEALTH
AND WELL-BEING

4

ACHIEVEMENTS

>240

RUB bln

investments over 5 years

energy consumption reduction by
2022

Market Overview
and Competitive
Envir~rment

Sustainable
Development

DECENT WORK AND 1 CLIMATE
ECONOMIC GROWTH

ACTION

Information
for Shareholders
and Investors

Corporate
Governance

1 PARTNERSHIPS
FORTHE GOALS

energy saving
increase of reclaimed and reusable water

volume

~1 mln

young plants

were planted by Group Subsidiaries
under the forest conservation activities

prevention of greenhouse gas emissions
until 2022

10

filling stations

selling compressed natural gas was
constructed in 2018

selling compressed natural gas
will be constructed by the end of
the project
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1.2

Long-term

Development Program

and Progress Report

The Long-Term Development Program was
originally established in 2014 pursuant

to Instruction No. Pr-3086 of the President
of the Russian Federation Vladimir Putin
dated 27 December 2013 and approved

by the Board of Directors of Rosneft

on 9 December 2014 (Minutes No. 12).

Pursuant to Directive No. 4355-P13

of the Government of the Russian
Federation dated 17 July 2014, Rosneft's
Long-Term Development Program should be
updated on an annual basis.

In 2018, the Program was updated

to include the provisions on the approved
Rosneft-2022 Strategy regarding some
detailed action plans to achieve strategic
goals and updated initiatives, which had
been developed pursuant to the Directives
of the Government of the Russian
Federation'. The updated Long-Term
Development Program was approved

by Rosneft's Board of Directors (Minutes
No. 12 dated 20 December 2018).

The Program details the Company's
strategic focus, targets, and goals for all its
businesses and corporate functions; it also
includes a list of key initiatives for achieving
strategic targets and completing

the Strategy for the medium term.

Key priorities, KPIs, and actions taken
under the current Innovative Development
Program (Section 4.8 Research, Design,
and Innovation), the Import Substitution
and Equipment Localization Program
(Section 4.6 Localization and Industrial

Cluster Development), and the Energy
Saving Program (Section 4.5 Energy Saving
and Efficiency) have been developed

to incorporate the provisions of Rosneft's
Long-Term Development Program

and are fully integrated within the current
version of the Innovative Development
Program.

The KPIs of the Long-Term Development
Program also include an integrated index
for innovations. Rosneft's Investment
Program is designed to drive strategic
objectives for key businesses detailed

in the Strategy and in the Long-Term
Development Program (Section 1.8

The Investment Program in 2018).

The Company has completed the 2018
action plan under the Long-Term
Development Program for its key
businesses and functions. The 2018
progress under the Long-Term Development
Program is described in Section 2 Operating
Results.

The Company's independent auditor, Ernst
& Young LLC, audited Rosneft's progress
against its Long-Term Development
Program. Following the independent
audit, the auditor issued an opinion

on whether the Long-Term Development
Program Progress Report fairly presents
the Company's progress thereunder

for 2018, and on the fairness of reasons
given therein for deviations of actual
results from the Company's performance
targets for 2018. The opinion was issued
on 16 April 2019.

The Long-Term Development Program
provides a reserve replacement ratio
of at least 100%, efficient brownfield
operations, production growth through
launching new projects, gas production
growth on the back of a long-term
sales portfolio, oil processing assets
profitability growth, and higher margins
across the entire value chain.

The Company's Program efforts
are guided by cost effectiveness
and KPI targets for all key initiatives.

To increase the efficiency

and transparency of the Long-Term
Development Program updating
process, the Company approved
the Regulations on the Procedure
for Updating Rosneft's Long-Term
Development Program.

" No. 4955p-P13 dated 17 July 2014, No. 7558p-P13 dated 12 November 2014, No. 1346p-P13 dated 5 March 2015 and 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.
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KPI Structure

STRATEGY OF THE COMPANY

v

LONG-TERM
DEVELOPMENT
PROGRAM

CONSOLIDATED
BUSINESS PLAN

BUSINESS PLANS OF
BUSINESSES

BUSINESS PLANS OF
GROUP SUBSIDIARIES

KPI PURPOSE

The Company introduced KPIs

to translate its Strategy and the Long-
Term Development Program into
specific day-to-day management
performance indicators, to evaluate
progress against the target,

Group KPIs of businesses
Individual KPIs of the Company's
managers responsible

for the performance of businesses

= Group KPIs of Group Subsidiaries

—> = |ndividual KPIs of Group

Subsidiaries managers

= Corporate KPIs

—> = |ndividual KPIs of the Chief

Executive Officer

Corporate Information

Governance
and Investors

and to create a basis for effective
management decision-making.

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

REPORT PROGRESS
AGAINST KPIS

for Shareholders

28
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The Company's KPI system is aimed

at segmenting the Company's Development
Strategy and its Long-Term Development
Program into specific KPIs and cascading
them to all management levels

of the Company, evaluating progress
against the target, and creating incentives
for efficient management decision-making.

The Company's KPI System ensures:

= focus on implementing the Company's
Strategy and meeting the targets
set in the Company's Long-Term
Development Program;

= focus on consistently improving
the Company's financial and operating
(industry-specific) results;

= compliance with directives
and instructions of federal executive
authorities, including annual cost-
cutting targets;

= well-balanced integrated indicators
motivating employees to achieve
the Company's primary goals;
transparency, measurability, minimum
levels, and consistency of KPIs;

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

29

The Company's KPIs include: financial
and economic, such as operating profit
before depreciation and amortization
(EBITDA), return on average capital
employed (ROACE), total shareholder
return (TSR], financial leverage

(Net Debt / EBITDA), cost reduction,
and industry-specific KPIs (hydrocarbon
production rate, reserve replacement,
light product yield, an integrated KPI
for innovations, etc.).

The Company's KPI System includes:

= corporate KPIs which are identified
based on key financial, economic,
and industry-specific indicators
of the Company's consolidated
business plan and business plans of its
businesses;

= individual KPIs, which are identified
based on strategic goals set individually
for each manager of the Company.

KPI lists and targets for Rosneft's senior
managers are established by its Board
of Directors following a preliminary
discussion by relevant Committees

of the Board of Directors on an annual
basis.

2018 KPIs for Rosneft's senior managers
were based on the business plan approved
in December 2017 and were established

by the Board of Directors on 20 March
2018, Minutes No. 14.

The 2018 list of corporate KPIs

and individual KPIs of Rosneft's Chief

Executive Officer includes:

= return on average capital employed
(ROACE);

= hydrocarbon production rate;
injury rate;

= workforce productivity;

= ratio of Rosneft's total shareholder
return (TSR] equal to or exceeding
the Russian industry average;

= cost reduction in the reporting period
year-on-year, on a comparable basis;

= financial leverage (Net Debt / EBITDA);

= integrated KPI for innovations;

= compliance rate for instructions
issued by the Board of Directors
and the Management Board.

Operating

Strategy Results

KPI Progress

To calculate annual bonus payments

for managers and employees,

the Company analyzes progress against
KPIs following the annual performance
analysis based on management accounts
and audited public financial statements.

The Company's Internal Audit Service
conducts an annual audit of corporate
and individual KPIs set for the purposes

of calculating annual bonus payments
due to the management of the Company
and Group Subsidiaries. KPI progress audit
results for top managers are discussed
by the HR and Remuneration Committee
of the Board of Directors.

Top manager progress is discussed

by the HR and Remuneration Committee
of the Board of Directors. Annual bonus
payments to management and their size
for the reporting period depend on top
managers' progress against the target

Actual Progress Against KP| Targets

Market Overview
and Competitive
Environment

Sustainable Corporate

KPIs and are approved by Rosneft's Board
of Directors.

Development Governance

Information
for Shareholders
and Investors

All normalized KPI targets for 2018

Target KPIs are normalized to reflect

the drivers beyond management's control,
such as FX rates and global market
prices, in accordance with the Company's
Regulations on the Procedure for KPI
Normalization as Related to Review

and Assessment of the Company's
Management Performance

in the Reporting Period for the Purposes
of Annual Bonus Payments (approved

by the Rosneft's Board of Directors

on 6 April 2015, Minutes No. 27)

and the Company's Guidelines for KPI
Normalization as Related to Business Plan
Performance Analysis (approved by Order
No. 218 of Rosneft dated 18 May 2015).

Metric 2018 year  KPI Progress in 2018
actual

ROACE (%) 1774 Above target

Financial leverage (Net Debt / EBITDA)' 14 Above target

Injury rate within the Company (LTIF and FAR), % 95.8 Above target

Ratio of Rosneft's total shareholder return (TSR] equal to 271 Not below the Russian

or exceeding the Russian industry average, %

Integrated KPI for innovations, %°

industry average
100 Ontarget

were met.

2017 year
actual

1.5
21
N/A
9.3

100

"In RUB terms. In USD terms the financial leverage in 2018 amounted to 1.2.
*The calculation of a 2018 indicator includes data for four previous years.

*Based on the Company's management reports.

“Updated considering refined final faire value of the assets acquired in 2017.
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1.4

Key Operating
and Financial Results

Key Operating Results

Proved reserves of hydrocarbons' under SEC standards (mmboe)
Proved reserves of hydrocarbons' under PRMS standards (mmboe)
Proved marketable gas reserves under SEC standards (bcm)
Proved marketable gas reserves under PRMS standards (bcm)
Hydrocarbons reserve life under PRMS standards (years)
Production of liquid hydrocarbons (mmt)

Gas production (bem)

Oil sales abroad (mmt)

Oil refining (mmt)

Petroleum product and petrochemical output (mmt)

Petroleum product and petrochemicals sales abroad (mmt)
Retail sales of petroleum products in Russia (mmt]

Key Financial Results

Revenues and income from affiliated companies (RUB bin)
EBITDA (RUB bin)

EBITDA margin

Taxes and customs duties (RUB trin)
Net profit (RUB bin)

Net profit margin

ROACE

ROAE

CAPEX (RUB bin)

Unit upstream CAPEX (USD/boe)
Unit upstream OPEX (USD/boe)

Free cash flow (RUB bin)

Dividend per share (RUB)

Total accrued dividends [RUB bin)

"Including fuel gas.

: Including the dividends for H12018 and the dividends recommended by the Board of Directors to be approved at the General Shareholders Meeting in June 2019.
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2018
41,431
47045
2,065
2420
23
2302
67.3
123.7
115.0
m7
137
13.6

2018
8,238
2,081
24.8%

4.0

649

19%
174%
12.3%

936

6.8
31
1133
2591
274.6

2017
39,907
46,520

1949
2,309
23
2255
684
121.8
112.8
1091
n9
n7

2017
6,01
1400
22.6%
2.6
297
4.9%
11.5%
5.6%
922
1
3.2
245
1048
mi

31%
49%
22 p.p.
54%
19%
3p.p.
59 p.p.
6.7 p.p.
2%
-4%
-3%
362%
147%
147%
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Proved Reserves of Liquid Hydrocarbons,
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Proved Gas Reserves,

mmb bcm
32,230 32,456 25853 32,304 2273 2,309 2,420
’ 2,065
27,335 28,034 1949
1,714
2016
31772
46,075
17 2016 2017 2018 2016 2017 2018
2273 ;’E%vsetda;?jsaerzjvse[sn?;ltiﬂuid hydrocarbons under Proved gas reserves under
24 I Proved reserves of liquid hydrocarbons under SEC standards (bem|
Y Il Proved gas reserves under
210.0 PRMS standards (mmb) PRMS standards (bcm)
671
149 Crude Oil and Gas Condensate Production, mmt
100.3
982 . 2302 In 12 months of 2018, liquid hydrocarbons
674 ' production by the Company amounted
to 4.67 mmb per day (230.2 mmt), up 21%
109
year-on-year. The key growth factors
were the record-breaking production
volumes at the Company's largest
asset, RN-Yuganskneftegas; the launch
of large greenfields (the second phase
2016
4988 2016 2017 2018
1278
25.0%
20 Gas Production, becm
192
18% 611 684 673 Gas production decrease during 12 months
13.9% of 2018 by 1.7% year-on-year was mainly
: , caused by the reduction of associated
2.2% petroleum gas production at the fields
709 with developing infrastructure,
5.0
25
439
598
634 2016 2017 2018

Information
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and Investors

Corporate
Governance

Crude Oil and Gas Condensate Reserve
Replacement Ratio, SEC?

204%
173%

148%

2016 2017 2018

of the Srednebotuobinskoye, Tagulskoye,
Russkoye, and Kuyumbinskoye fields);
continued active development of existing
projects against the backdrop of a need
to comply with the OPEC+ Arrangement
to cut oil production throughout the year.

and at some other assets, based

on the conditions of development cost
efficiency and with respect to external
constraints.

*Reserve replacement ratio is calculated in tonnes of oil equivalent (toe). Reserve replacement ratio in barrels of oil equivalent (boe) was 175%.
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Upstream OPEX per Barrel of Produced Oil Equivalent, RUB per boe

By 1% In 2018, the growth of unit operating
expenses was 4.9% year-on-year (from
185 to 194 RUB/bae), which is significantly
lower than the industrial inflation

rate in the Russian Federation (11.9%).

166'

2016 2017 2018

OPEX of Russian Refineries per Tonne of Refined Oil, RUB per tonne

1,364 In 2018, OPEX of the oil refineries
in the Russian Federation, and unit OPEX
per tonne of refined oil increased by 11.3%
and 8.2% year-on-year, respectively, due
to growing natural monopolies' tariffs,

1,261
1105

2016 2017 2018

EBITDA and Net Profit, RUB bln

In 2018, EBITDA amounted to RUB 2,081 bin
(USD 331 bin), 1.5 times above the level
2,081 recorded in 2017. Operational efficiency
increase, favorable external market
conditions, and mitigation of constraints

1,400 under OPEC+ Agreement contributed
1,278 to EBITDA growth.
649 In 2018, net income attributable
297 to Rosneft's shareholders amounted
192 to RUB 549 bin (USD 8.9 bin), 2.5 times
I - as much as in 2017, irrespective
2016 2017 2018
EBITDA
Il Netincome

The growth is mainly due to rising

costs for the repair and maintenance

of a growing well portfolio, oilfield services,
as well as an increase in the tariffs

of natural monopolies.

salary indexation and planned increase
in the volume of repairs.

of impairment recognized?. Besides
operating profit growth, the net profit
growth resulted from the positive

effect of foreign exchange differences,
and recognition of one-off income

from the acquisition of a stake

in a joint venture for the field development
with a foreign partner and a fair
assessment of the previously held stake

in a joint venture.

" Unit OPEX per boe, excluding expenses on the acquired Bashneft assets, amounted to RUB 163 per boe in 2016 and RUB 177 per boe 2017.

*Notes 13, 24, 25 to Appendix 1.
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EBITDA and Net Profit, USD bln Refining Throughput, mmt

331 128 150
100.3
240
19.3
10.5
51
= B
2016 201 2018 2016 2017 2018
EBITDA
[l Netincome
Revenue, RUB bln
8,238
162 Revenue growth factors in 2018 included
6,011 positive changes in the price trend (a
5506 134 10% increase of the price for Urals oil
’101 in ruble terms), an increase in sales
of oil and petroleum products due
3,122 P P
2,496
3,979
2,391 2,755

2016 2017 2018

0Oil and gas sales
M Petroleum product and petrochemicals sales
Il Others and income from affiliated companies

*The base for the distribution of dividends is under negotiation
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Dividend per Share, RUB per share

25.91

105
5.98

2016 2017 2018

to the integration of new assets

and organic growth of production

and growth of oil supplies to the domestic
market.

“Including the dividends for H12018 and the dividends recommended by the Board of Directors to be approved at the General Shareholders Meeting in June 2019
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1.5

The Investment Program

in 2018

Rosneft's 2018+ Investment Program was
approved as part of the Business Plan
for 2018-2019 at the Board of Directors
meeting held on 18 December 2017
(Minutes No. 8 dated 21 December 2017).
Rosneft's 2019+ Investment Program was
approved as part of the Business Plan
for 2019-2020 at the Board of Directors
meeting held on 20 December 2018
(Minutes No. 12 dated 20 December 2018).

With the unchanged strategic priorities
and continuity of business plans,
Rosneft's Investment Program pursues
the same key targets, including
hydrocarbons production growth

and launch of new large-scale projects
focused on investment and operating
efficiency. The flexibility of Investment
Program achieved through managing
investment portfolio and ranking projects
by economic efficiency with respect

to production materiality and impact

on cash flow, as well as their readiness
for implementation allows for immediate
response to all changes in macroeconomic
environment or medium-term tasks

of the Company.

2018 Investment Program Structure

Mature upstream projects 38.8%
Major and new upstream projects 22%
Gas Projects 5.7%
International projects 6.1%
Offshore exploration 1.7%
and development projects
Qilfield services 2.7%
Downstream 5.1%

Other upstream projects 0.5% -

35

In 2018, the actual capex totaled

RUB 936 bIn and remained almost
unchanged year-on-year. In 2018, the year-
on-year growth of the 2018 Investment
Program in ruble terms amounted to 1.5%,
while in US. dollar terms it slipped down
by 5% due to currency rate effect.

Capex Financing, 2016-2018, RUB bln

+1.5%
+30% 999 936

608

2016Act  2017Act  2018Act

Upstream, Gas, In-House Services
¥ Downstream
M Others

936

RUB bln
83%

Development

Maintenance

The Company's Investment Program

is aimed at implementing highly efficient
oil and gas upstream projects to ensure
their sequential launch and volume
growth to production plateau, projects
for construction and renovation

of processing facilities and complexes
at the refineries to increase refining
depth and light product yield, to develop
in-house oilfield services and to maintain
the existing assets under the approved
Business Plan and Strategy

of the Company.

The Company's investments are mainly
concentrated in Russia, with a share

of over 92% of the total volume; about 20%
of this share comes from the Eastern
Siberian and the Russian Far Eastern
projects. In 2018, about 90% of investments
were allocated for upstream segment
(including gas projects) and 8% -

for downstream (refining, marketing,

and logistics) segment. In total, over 80%
of the Investment Program are spent

on development projects.

12.1% Mature upstream projects
0.2% Gas Projects

17% M 31% Downstream

B 2% Others

Operating

Strategy Results

While implementing the intensive
Investment Program, the Company retains
its leading position in the unit efficiency
of the capital invested in upstream
segment (USD 6.8 per boe in 2018)

taking into account the achievement

of the hydrocarbon production growth
target and continuous optimization

of the investment portfolio.

Mature Oil Fields

Mature fields are the main source of liquid
hydrocarbons production (over 90%),
generating stable positive cash flow

for the Company and creating a base

for further investment in development
and shareholder income. To maintain

a stable level of production, the volume

New Oil Fields

The Company is developing a significant
portfolio of large oil upstream projects
that are in the active development
phase. In 2018, the Capex of such
projects amounted to over RUB 200 bin,
or about 22% of the Company's total
investments.

With the development of new fields,
the following large hydrocarbon
production centers are formed
with the total production of over 20 mmtoe
in 2018:
in the Eastern Siberia and the Far
East: in the Krasnoyarsk Territory
(the Suzunskoye, Tagulskoye,
Lodochnoye, Yurubcheno-Tokhomskoye,
and Kuyumbinskoye fields), in Yakutia
(the Srednebotuobinskoye field);
at the north of the Western Siberia:
East Messoyakha field, Russkoye field;

Market Overview
and Competitive
Environment

Sustainable
Development

Unit Capex' in Upstream, USD per boe

12.2 13.0

6.8 7.0 1.4

nnnnnnn

id dum @ 3

of drilling and commissioning

of new wells is increasing a complex

of well interventions at mature fields

is performed while keeping the investment
efficiency at a high level.

= in traditional production regions
in synergy with mature fields:
the Erginsky cluster (the Erginsky
license area, the Kondinskoye,
Chaprovskoye, West Erginskoye field,
the South Erginsky license area,
and the Endyrskoye field) and the East
Salymsky license area near the license
areas operated by RN Yuganskneftegas,
the North Komsomolskoye field in close
proximity to the fields operated by RN
Purneftegas, and the Danilovsky cluster
(the North Danilovskoye field) in synergy
with the Verkhnechonskoye field.

In 2019-2022, the Company plans

to commission several Erginsky cluster fields,
and the North Komsomolskoye, Lodachnoye,
and North Danilovskoye fields.

Information
gg;g%gtnece for Shareholders
and Investors
19.6 203
14.8
13.3 14.2
bp - ’.’

@ {:} ExtonMobil Q equinor

In 2018, the investments (Capex) into
mature fields reached c. RUB 480 bin.
These investments amounted to over 50%
of the Company's total investments,

with over 75% of them accounting

for development projects aimed

at maximizing return on capital invested.

Upon sequential launching of all new
fields and setting them to the production
plateau, including satellite fields, which
are currently at the exploration stage,

in 2022, the production under these
projects will reach about 20% of the total
liquid hydrocarbons production

by the Company with further potential
growth on the basis of to the exploration
results.

The Company provides effective

and adaptive management

of new projects, including timing, flexible
response to environmental challenges
and fiscal changes. The key priority

is to achieve the target KPIs and to deliver
the projects within the planned schedule
and budget.
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According to the results
of 2018, the following projects
were introduced:

= The Taas-Yuryakh field: commissioning
the second phase of field facilities (an oil
pipeline, a central production facility,
and a metering station) ensuring the ol
treatment and delivery capacity of up
to 5 mtpa. In 2018, production volume
at the Srednebotuobinskoye field
amounted to 2.9 mmt.

Offshore Projects

In 2018, the Company invested RUB 15

bln in the Russian offshore projects

bath in the existing production projects
and exploration projects aimed at replacing
and developing the resource base.

In 2018, the Company focused
on analysis, processing and interpretation

Gas Projects

In 2018, Capex for gas projects was
RUB 55 bin.

In 2018, the Company continued the active
construction phase of key industrial
infrastructure facilities of the Novo-
Urengoysky and East-Urengoysky license
areas of the Rospan project. Its full-scale
development will in the near future result
in the overall material growth of gas, gas
condensate and hydrocarbons.

In Q2 2018, the Company, in partnership
with BP, began an active phase

" From 100%
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= The Tagulskoye field: the pilot production
phase is completed. The field was
commissioned; 2018 production volume
using mobile oil treatment units totaled
1.3 mmt that corresponds to the level
of the approved initial field development
plan.

= The Russkoye field: was commissioned
using advanced technologies
for multilateral and multihole wells
drilling. In 2018, production volume
totaled 0.3 mmt that corresponds
to the current project documentation.

of considerable volume of seismic
data on the offshore projects obtained
in 2016-2017.

The largest production projects

of the Company on the Russian shelf

are Sakhalin-1and northern tip of the Chaivo
field.

of development of the Kharampurskoye
and Festivalnoye license areas.

Implementing major gas projects

with a focus on achieving the target
KPIs, execution of projects on schedule
and within budget enables Rosneft

to achieve its strategic goal of increasing
gas production to over 100 bcm

of gas per annum. The launch of Rospan
and Kharampur projects is scheduled

for 2019-2020.

Natural gas production growth
of 24% against the backdrop of some

= The Kuyumbinskoye field: was
commissioned, the main field facility -
a central production facility was
started-up. In 2018, oil production totaled
0.5 mmt' according to the approved
project document.

= The East Salymsky license area:
commercial development of the East
Salymskoye license area operated
by RN-Yuganskneftegas began
with the commissioning of the Sorovsky
field with oil production of 0.5 mmt
in 2018.

The Company also participates

in implementing offshore projects abroad.
Among the highest priority foreign offshore
upstream projects are the Company's
projects in Egypt, Venezuela and Vietnam.

decrease in associated petroleum

gas output in 2018 was supported

by the accelerated development

of the Zohr field offshore Egypt as part
of an international consortium with Eni,
BP Mubadala, and EGAS, Egyptian State
0il and Gas Company. Less than a year
after the launch of the field, daily gas
production reached ~ 57 mmcm per
day'. The plan for 2019 is to continue
the construction of infrastructure facilities
and achieve design capacity by the end
of the year.
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Leadership in Launching New Projects

>22 Vankorskoye 6  FEast 523 Zohr
Messoyakhsky (Egypt)
>5  Sakhalin1
(Arkutun-Dagj) >5 C_hupalsky
Lisence Area
Yurubcheno-
Sakhalint
>3
(0doptu) Tokhomskoye

4,5 Suzunskoye

>2  North

Chaivo
~1 Labaganskoye ~1 Naulskoye >2.5 Kondinskoye
2009-2015 2016 2017

Area of circle corresponds to plateau production, the figures inside circle are shown for oil projects in million tonnes per annum;
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Russkoye

Taas-Yuryakh
Neftedobycha
[Phase 2)

Tagulskoye

Kuyumbinskoye

East Salymsky
License Area

2018
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Rospan

Kharampur

Erginsky

North

Komsomolskoye

Lodochnoye

North

Danilovskoye

2019-2022

for gas projects (Zohr, Rospan and Kharampur) in million tonnes of oil equivalent per annum. 100% of production

Rospan Project
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share in the
Company's
investments in 2018
in new oil and gas
production projects
on the territory of
the Russian

Federation

>20 mmt

production at new
fields in 2018
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In-House OFS Development Investment Process Organization

The Company continues to implement Delegation of Authorities: Investment Bodies and Limits of Authority
its in-house oilfield services development
strategy, maintaining the in-house

to about RUB 25 bin. Key Capex areas
are the purchase of new drilling rigs
and the application of new technological

with multi-stage hydraulic fracturing,
original well design) and improved
the efficiency of the production segment.

Limits of Authority Hierarchy of Investment Bodies

drilling service share at a level of 50%.
In 2018, investments allocated for in-

solutions. The Company carried out testing
and application of up-to-date advanced

house service development amounted technologies (drilling of horizontal wells >1.500 USD MLN BOARD OF DIRECTORS' 10% of capex
’ 1% of projects
Downstream (Refining and Commerce) T of caoex
500-1,500 USD MLN MANAGEMENT BOARD 2‘% of prgjects
In 2018 downstream segment capex 2018 Refining Highlights at the Komsomolsk Refinery were
amounted RUB 77 bin. equipped with advanced technical
= the Ryazan Refinery launched output equipment. 200-500 USD MLN INVESTMENT COMMITTEE 306% of capex
Main investments in the crude oil refining of high-octane Al-100 grade gasoline The Ufa group of refineries &% of projects
and petrochemical segments are directed and completed major retrofitting and the Saratov Refinery started
at construction and renovation of the diesel fuel hydrotreater LCh-24/7, the production of improved high-octane 57% of capex
of processing facilities and complexes thereby improving the performance motor gasolines of Euro-6 class 0-200 USD MLN OPERATING SEGMENT SUBCOMMITTEES g7, projects

at oil refineries in order to increase

the refining depth and output of high-
quality petroleum products to meet
market demand, as well as implementation
of the refinery maintenance program.

In 2018, Rosneft's main investments

in commerce and logistics assets were
focused on maintaining and upgrading
retail assets, oil depot facilities, marine
terminals, and aircraft refueling facilities.

indicators of this unit.

= The Angarsk Refinery completed
the replacement of the gas
fractionation unit column.

= The Novokuibyshevsk Refinery
introduced an innovative
environmentally friendly water
treatment technology ensuring
the highest degree of waste water
purification.

= The central laboratory of the Syzran
Refinery and the operator room
in the production control center

Rosneft's investment management process
is based on the best global standards

and practices, including initiation, expertise,
approval, monitoring of the investment
projects, and management of the Company’s
investment portfolio. The investment process
is integrated with all related processes,
including strategic and business planning,
budgeting, reporting and financial contral,
and project and corporate management.

Corporate

Upstream  Downstream Gas
Center

Rational capital distribution with a focus

on cash flow, debt reduction, and return

0on equity increase creates the potential

for a unigue growth in the Company's value
based on the first-class resource base

of existing mature assets with low unit costs
and risk level as well as new highly profitable
projects which are competitive on a global

' Data on the percentage of capex and number of projects

exclude asset aquisitions and disposals which are all being
scale. resolved at the level of the Board of Directors
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. Project Portfolio Management
As part of the investment process,

the Company continues to pursue its main
goals:
= improvement of Rosneft's

The objectives related to organization of investment process for 2018
and the subsequent years are focused on maintaining and improving the current

processes in order to enhance the Company's investment management expertise. PROJECT PORTFOLIO MANAGEMENT

performance across all business
segments by thoroughly identifying

its investment requirements, building
upon the knowledge and expertise

of Company's personnel involved

in investment management,

and providing efficient management,
monitoring, and follow-up of projects;
robust business growth through
attracting investments to the most
competitive and high value-added
projects, increasing investment returns,
consistently optimizing the project
portfolio, and mitigating investment
risks;

a disciplined investment strategy
through comprehensive project-
screening and improving relevant
project identification and classification
Processes;

compliance with the Company's
principles of high social responsibility
regarding environmental and industrial
safety, safe working conditions,
healthcare, a higher quality of life

for employees and their families,
educational support, and contribution
to the social and economic
development of local communities.

Discipline and responsibility: Business
projects are approved through
delegating the decision-making process
within the authorized investment limits
as per investment mandate following

a regulated comprehensive due
diligence.

Investment decisions: high-quality
investment decisions, reduced

terms for endorsement and review

of investment memorandums,
accountability of investment

project managers and Supervisors

for the delivery of projects on schedule,
within budget and with proper quality
and KPIs.

Monitoring and control: regular

and high-quality monitoring

of projects at all Company's levels,
change management process;
automated control over the availability
of investment decisions when entering
into financial obligations [“two-key"
principle)' at all stages of project
planning and implementation.

= Portfolio analysis: forming

a balanced and flexible portfolio

of the Company's investment

projects; applying the principles

of projects comprehensive ranking

by economic efficiency also taking into
account their materiality, readiness

to implementation, impact on the cash
flow, and ather factors, with due
regard to the Company's Strategy

and its current priorities; the Company's
Development Strategy and the current
priorities; using the portfolio scenario
analysis tools.

Development and automation

of Information technologies:
automating the management process
for the Company's investment project
portfolio and the processes for tracking
the planned, actual and forecast

data on the progress of projects

in the context of business segments
and Capex items.

"The “two-key" principle comprises control over the availability of investment decisions and necessary funds within
the approved business-plan.

A tool for strategic management and maximization of business benefits through the selection, optimization,
and implementation of investment projects in line with Rosneft's goals.

CONTINUOUS PROCESS

f)EF'-:gl!l?_N PORTFOLIO EXECUTION PERFORMANCE
OROJECTS OPTIMIZATION ASSESSMENT

RANKING AND RATING, DECISION-MAKING, MONITORING
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Operating
Results

Planned

Implementation
of the Strategy

Progress on all key priorities of

the Rosneft-2022 Strategy: increasing business
profitability, ensuring high quality project
management, developing corporate culture and
technological capabilities of business
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2.1

Rosneft’s Exploration
and Reserve Replacement

By the results of 2018, Rosneft confirmed its leading positions in the scope
of the resource base and in exploration efficiency. The Company continued
to increase hydrocarbons production and replace the reserves.

D Oil assets, crude oil, gas condensate, and liquid
hydrocarbons production

Russian offshore

oil and gas condensate reserve 0 4
. . .
replacement ratio through exploration

0 3 [] Western Arctic shelf
[ ]

B Gas assets, gas production

Exploration assets
[] Offshore

Oil and gas provinces

AB1C1+B2C2 oil and gas condensate
reserves by region, bln tonnes

X.X AB1C1+B2C2 gas reserves by region, tcm

L)

O |

License areas
in Taimyr

License areas around
the Vankor field

Southern Russia
[N

Volga-Urals
o

Moscow 1 .6 Messoyakha [ ] [] Suzunskoye]
D Priazovneft A Vankor
=

D Tagulskoye
D Russkoye

. Kynsko-Chaselskaya group
. Kharampur

Sibneftegaz [l

Nyaganneftegaz [] Sorovskneft
® Purneftegaz I\
A Krasnodarneftegaz R
Samaraneftegaz [ ] Yuganskneftegaz | [] Megionneftegaz
A Bashneft - Production

Varyoganneftegaz
ECTaN el
k Obneftegazgeologia License areas
in the Krasnoyarsk Territory
D Tomskneft
Kuyumba [_]

Yurubcheno-Tokhomskoye D

k Orenburgneft,

D Stavropolneftegaz Buguruslanneft

k Dagneftegaz

D Grozneftegaz

- .
L] Cespian Western Siberia
.

increase in AB1C1 reserves due
to exploration activities

' The data on regions in this Section is given according to territorial belonging of the fields and license areas.
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Rosneft’s Reserve Base

12.9 bln tonnes

total oil and gas condensate
reserves in Russia

7.9 tcm

total gas reserves in Russia

3.2 bln tonnes

onshore oil and gas condensate
resources

1.1 tcm

onshore gas resources

22.2 bln tonnes

offshore oil and gas condensate
resources

23.2 tcm

offshore gas resources

D Eastern Arctic shelf

Eastern Siberia
and Far East

Far Eastern shelf D
License areas By . E
in the Irkutsk Regi License areas in Yakutia
[IERSIIRUESEhegion Sakhalinmorneftegaz [ |

A Srednebotu
k Verkhnechonskoye

obinskoye

Sakhalin-1 I\

Sakhalin shelf ]

Bratskekogaz

RN-Shelf Dalny Vostok .

143 bboe

(194 btoe) ABIC1+B2C2 hydrocarbon
reserves in 2018

393 mmtoe

replacement of AB1C1 hydrocarbon
reserves, including M&A

138«

hydrocarbon reserve replacement
ratio under the Russian reserves
classification system

23 felds

and 230 new deposits discovered
with total reserves of 250 mmtoe

1 ,1 21 licenses

in the Russian Federation, including
55 offshore licenses

26 subsoil areas

acquired from the Russian state
undistributed reserve and 24 licenses
registered

142 onshore

exploration wells
completed and tested in Russia

84,

onshore exploration drilling success
rate in Russia
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Russian Onshore Exploration Activities

STRATEGIC GOALS OF THE COMPANY’S EXPLORATION PROGRAM

Provision of 100% liquid hydrocarbon
reserve replacement ratio

Increase of exploration drilling
success rate to 95% by 2022 through
technological advancements

and innovations

NEW EXPLORATION TECHNOLOGIES

Rosneft together with BP

and WG is developing a unique system
of seismic data recording unrivalled
in the world. Russia was the first

in the world to conduct winter 3D
tests in Western Siberia, the Ai-
Yaunsky licence area. The survey was
in parallel with standard production
operations. Now the obtained data
has been fully processed. The results
exceeded the expectations: geological
informativeness and productive
capacity were significantly improved;
the possibility of working in extreme
areas was proved.

The Company's top priorities

are the development of the resource
potential, sustainable use of mineral
resources, and an extensive application
of advanced technologies while exercising
strict compliance with environmental
safety standards.

In 2018, 142 onshore exploration wells
in Russia were completed and tested
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The Company has continued its phased
deployment of advanced seismic

data processing and interpretation
technologies to improve its exploration
drilling success rate. In particular,

the Company deployed advanced near-
surface anomaly detection practices
in an effort to minimize errors during
structural modelling. Finite difference
wave field simulations are used

to identify optimum parameters

for seismic surveys during the design
stage.

with a high level of success rate - 84%.

2D seismic surveys totaled about 5 thousand
linear km, while 3D seismic surveys totaled
10 thousand sg. km.

Successful exploration led to the discovery
of 23 fields and 230 deposits with a total
reserves of 250 mmtoe.

A complex of research and development
activities has been developed

in the Company, which is still being
implemented. Also, measures have

been launched to set up an in-house
geophysical service. The field seismic
surveys simulation methods were
employed to obtain optimum observations
systems for a number of Group
Subsidiaries.
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Independent International Audit of Reserves

Proved hydrocarbon reserves

of Rosneft under SEC standards

amounted to 41431 mmboe (5597 mmtoe)
as of 31 December 2018. Hydrocarbon
reserves grew by 1524 mmboe

(202 mmtoe), or 4%, year-on-year.

DeGolyer & MacNaughton conducted

an audit with the assessment of reserves till
the end of the field producing life.

In 2018, Rosneft's SEC-proven hydrocarbon
reserve life amounted to more than

20 years, and organic SEC-proven
hydrocarbon reserve replacement ratio
stood at 173%.

For several years, Rosneft has been

a prominent leader among the major
public international oil companies

in terms of SEC proved reserve life

and SEC proved reserve replacement
ratio. At the same time, the Company has
the lowest exploration and development
costs for hydrocarbon reserves compared
to other international energy companies.

According to Petroleum Resources
Management System classification (PRMS),
DeGolyer & MacNaughton estimated

the hydrocarbon reserves of 1P category

Breakdown of Proved Hydrocarbon
Reserves (Oil, Gas Condensate, and Liquid

Hydrocarbons) under PRMS Standards, mmt

-\ |

4,377

mmt
Western Siberia ... 3,103
Volga-Urals 76
[ Eastern Siberia 399
I Timan-Pechora 55
Foreign countries 48
Southern Russia 21
Offshore (except for the Arctic.Region)............ 21
[l Far East 8

as 47045 mmboe (6,368 mmtoe),

2P category - 84,094 mmboe (11388 mmtog),
and 3P category - 121,165 mmboe

(16426 mmtoe) as at 31 December 2018.

Hydrocarbon Reserves under International Standards, bboe

2016 —>
116,758
31,976
82,087
23,989
46,075 pryr 37,772
13,845 10.437
32,230 27,335

PRMS1P  PRMS2P  PRMS 3P SEC1P

M Liquid hydrocarbons Gas

2017 —
120,853
32,597
83,838
24,463  REEE
46,520 YR 39,907
14,064

11,873

32,456 28,034

PRMS1P  PRMS2P  PRMS 3P SEC1P
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Breakdown of Proved Marketable Gas
Reserves under PRMS Standards, bcm

|

2,420

bcm
Western Siberia 2,075
Eastern Siberia 154
M Volga-Urals 70
I Southern Russia 42
Offshore i
Foreign countries 35
Timan-Pechora 2
M Far East 1
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