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Rosneft publishes its sustainabili-
ty reports on an annual basis. This
report covers sustainability perfor-
mance of the Company in 2008. This
Is the third Rosneft sustainability re-
port. The previous one - the 2007
Sustainability Report — was published
in July 2008.
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MESSAGE FROM THE CHAIRMAN OF THE BOARD

Message from the Chairman of Rosneft Board

of Directors

Rosneft is the largest oil company in Russia and
one of the largest public oil companies in the world.
\We realize that it is impossible to achieve and main-
tain a leading position without relying on the sus-
tainable development principles. The fact that the
state is the largest Company’s shareholder sets
even higher standards for our operations and de-
velopment.

Therefore our strategic priorities include social re-
sponsibility or, in other words, alignment of our ac-
tivities with socio-economic development of our re-
gions of operations. In practical terms, this means
that Rosneft supports infrastructure projects in
the regions, makes social investments, and par-
ticipates in charity programs to contribute to sus-
tainable development in every location where the
Company operates. This also means that our pri-
orities include ensuring high standards of environ-
mental and operational safety, both in our ongoing
operations and in the development of new invest-
ment projects. And of course, it is our employees
who play the Key role in sustainable development of
Rosneft, since effective team is crucial to the Com-
pany success.

We have been working hard in these areas, and
will continue to do so in the future. \We realize that
the year 2009 will not be an easy one for the Com-
pany. However, we intend to carry on our environ-
mental and social projects and programs even un-
der unfavorable macroeconomic conditions. We
will inform stakeholders on the achieved results in
our next Sustainability Report.

Igor SECHIN,
Chairman of the Board of Directors

Rosneft Oil Company

Rosneft sustainability report 2008 7
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MESSAGE FROM THE PRESIDENT

Message from the President of Rosneft Oil Company

| am pleased to introduce the third Rosneft Sus-
tainability Report that presents a detailed account
of the Company performance in 2008. Our pre-
vious sustainability report was acknowledged by
stakeholders, and we hope that the new report will
also be of interest to all of them. Preparation of
this report in the time of economic challenges al-
lowed us to review our activities once again at this
critical moment.

The growth engine built by Rosneft in the recent
years helped the Company generate strong finan-
cial results in 2008. Despite the decrease in oil
prices in the second half of the year, the Company
was able to achieve record-level performance re-
sults. In 2008, Rosneft proved its leadership in the
industry with its oil output exceeding 106 million
tons, or by 4.9% more than in the previous year.

In 2008, we continued to expand our operations
in @ number of areas, including development of ail
and gas riches of Eastern Siberia, modernization
of our refineries, optimization and expansion of our
network of filing stations and tank farms, as well
as development of the new Company businesses
such as bunkering and aircraft fueling services.

Along with the expansion of our operations we
worked on improvement of our health, safety, and
environment management system. In 2008, the
Company spent more than 9 billion rubles on en-
suring environmental and occupational safety of its
operations. The 18% decrease in the occupational
injury rate was one of the achievements.

In 2008, we kept on maintaining the high level of
personnel social security by indexing the wages on
a regular basis, providing social benefits and ex-
panding the opportunities for professional growth
of our employees. In the conditions of the unwind-
ing economic downturn of the second half of the

year, our efforts were aimed at maintaining the
funding of key social programs at the previously ex-
isting level and we are convinced that we were suc-
cessful in achievement of this objective.

We have been actively cooperating with local com-
munities and we intend to use the national and lo-
cal suppliers wherever possible, thus contributing
to social and economic development of the Com-
pany regions of presence. \We continue the good
practice of stakeholder roundtable meetings in the
key regions of the Company presence and we view
them as becoming a basis for the mutually bene-
ficial dialogue and addressing the challenges we
face.

The adoption of the Code of Business Ethics, a col-
lection of Rosneft corporate and professional stan-
dards, was an important past year’s event for our
employees. The Code not only sets forth our prin-
ciples of responsible business conduct, but also
plays a significant consolidating role in all regions
where the Company operates.

The Company is still to overcome many challenges
on the way to its strategic objective, that is to be-
come one of the world’s three largest energy com-
panies. Nevertheless, it is our team that has al-
ways been and will remain our Key strategic re-
source, the one who gives us confidence in all our
outlooks.

e al

Sergey BOGDANCHIKOQV,
President
of Rosneft Oil Company
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SECTION 1

ABOUT THIS REPORT

B Reporting Principles

| Report Boundary

The target audience of this Sustainability Report includes stakeholder

groups listed in Stakeholder Engagement section.

Rosneft sustainability report 2008 11




SECTION 1. ABOUT THIS REPORT

Rosneft publishes its sustainability reports on an
annual basis. This report covers sustainability per-
formance of the Company in 2008. This is the
third Rosneft sustainability report. The previous
one — the 2007 Sustainability Report — was pub-
lished in July 2008.

The target audience of this Sustainability Report in-
cludes stakeholder groups listed in Stakeholder En-
gagement section. In this year, in addition to inde-
pendent assurance conducted by Ernst & Young, a

public verification of this Sustainability Report was
conducted. The respective reports are available in
Independent Assurance Report and Public Verifica-
tion Report sections.

The Company is interested in receiving stakehold-
er feedback regarding this report. By using an on-
line feedback form available in Sustainable Devel-
opment section of the corporate website (www.
rosneft.com), any reader can provide his or her
comments and suggestions to the Company.

«3a ny
*'«nm-:dmm

JoTORAMBOTD pamITE

ALV
POCCHICKAS mPEMHﬂ
e mmai i e i s i |

AUNJiomM
I

o#0 %59’ W

“3a uv‘imm wwmua oTer,
orer

Rosneft sustainability report 2008

Rosneft received two sustainability
reporting awards

Rosneft Sustainability Report 2007 received the national Award
for the Best Saocial /Sustainability Report. The awards adminis-
tered under the patronage of the RF Federation Council Com-
mittee for Business and Ownership are granted to the com-
panies presenting the most complete and relevant social or
sustainability reports. The Russian awards were established
in 2006 under the auspices of the European Sustainability Re-
porting Awards (ESRA) and are an integral part of the latter.
National winners then participate in the European awards, and
in 2009 Russia will be represented by Rosneft. This is the first
time when the Russian Federation will be represented by a com-
pany with major state interests.

Rosneft Sustainability Report 2007 also became a winner in
the category Best Corporate Social Responsibility and Sustain-
ability Report of the 11th Annual Report Contest held by RTS
Stock Exchange.



SECTION 1. ABOUT THIS REPORT

Reporting Principles

Rosneft sustainability reporting process is based  preneurs), and the Oil and Gas Industry Guidance
on the Sustainability Reporting Guidelines by the  on Voluntary Sustainability Reporting by IPIECA/
Global Reporting Initiative (hereinafter — the GRI  API (2005).

Guidelines). In preparing its reports, the Compa-

ny also considers the basic performance indica- The Company prepared this report in accordance
tors for non-financial reporting developed by the  with A+ GRI Application Level.

RUIE (Russian Union of Industrialists and Entre-

USE OF GRI SUSTAINABILITY REPORTING PRINCIPLES IN PREPARING
THIS SUSTAINABILITY REPORT

Defining Report Content

Materiality

Stakeholder inclusiveness

Sustainability context

Completeness

Ensuring Report Quality

Balance

Rosneft seeks to cover all material topics relevant to its sustainability performance in its
reports. In order to identify these topics, the Company conducts a materiality analysis,
based on the review of: media publications criticizing the Company; issues covered by cor-
porate reports of other oil and gas companies; topics discussed in Company own internal
documents; and issued raised at the roundtable meetings held in the Company regions of
operations.

Based on the analysis results, a list of material topics to be covered in the upcoming Sus-
tainability Report is prepared.

In preparing this report, all material topics were considered taking into account the influ-
ence of the current unstable situation in the global and national economies.

The Company conducted a stakeholder analysis and identified the key stakeholder groups
relevant to its activities. In order to identify stakeholder views and take them into account,
the Company organizes roundtable meetings and other events (for more details see Stake-
holder Engagement section).

The Company seeks to present its contribution to sustainable development both at the na-
tional level and at the level of regions of operations, taking into account their specific cir-
cumstances.

This report covers all major Company subsidiaries and all significant sustainability is-
sues (economic, environmental, and social) associated with their activities. The Compa-
ny seeks either to cover relevant issues as completely as possible in the report itself,
or to provide a reference to the source of more detailed information.

The Company seeks to present its sustainability performance in a reasonably balanced
manner. This Report presents both Company achievements and problematic issues that
need to be addressed.

Rosneft sustainability report 2008 13



Comparability

SECTION 1. ABOUT THIS REPORT

In presenting information in this Report, the Company follows the guidance found in the GRI
Guidelines and GRI Technical Protocols. Therefore the information about Company sustain-
ability performance can be presented in a form allowing comparison with performance of
other organizations. Wherever possible, the data are presented for the reporting year and
the two previous years. A number of indicators for previous years were adjusted to reflect
changes in the report boundaries; adjusted figures are marked with «v'» symbaol.

In preparing this report, the Company relied on audited US GAAP financial accounts. The
information on non-financial performance indicators is baser either on estimates or on the
Company data management procedures, techniques, and calculations.

Preparation of Rosneft sustainability reports is based on a systematic scheduled process.
Each Sustainability Report is published in the third quarter of the year following the report-

The Company seeks to make this Report accessible and comprehensible to a broad range
of stakeholders. To make it easier to understand the report, an annex containing a list of

Accuracy
Timeliness
ing year.
Clarity
abbreviations was added to it.
Reliability

In preparing this report, the Company relied on financial information verified by an indepen-
dent assurance provider. A number of statements and data on the Company sustainability

performance, presented in this report, were also independently assured.

Report Boundary

Rosneft prepares its sustainability reports at the
corporate level. The 2008 Report cover all major
operating subsidiaries of the Company.

The year 2007 saw significant changes in the
Company structure and acquisition of a number of
new assets (see the 2007 Sustainability Report
for more details). As a result, the list of Company
subsidiaries covered by the 2008 Sustainability Re-
port changed considerably compared to the previ-
ous year. This makes it difficult to compare Compa-
ny performance to the previous period using gross
(absolute) indicators. Therefore this report makes
significant use of specific indicators (e.g. per ton of
oil produced).

In 2008, the Company worked to define reporting
boundaries for various groups of sustainability per-

14  Rosneft sustainability report 2008

formance indicators. The Company plans to use a
unified reporting boundary since 20089.

Financial and economic performance indicators
correspond to the Rosneft consolidated US GAAP
financial accounts available on the Company offi-
cial website.

Unless stated otherwise, gross and specific indica-
tors presented in this Report are based on the fol-
lowing reporting boundaries:

¢ indicators regarding personnel, social payments
and benefits: the Company centralized business
planning boundary, which in 2008 included Ros-
neft and more then a hundred of its subsidiar-
ies, representing all sectors of the Company
business;



SECTION 1. ABOUT THIS REPORT

indicators regarding Company assistance to
the regions of operations and local commu-
nities: all regions where the Company or its
subsidiaries have significant operations.

indicators regarding health, safety and the en-
vironment: the Company centralized business

planning boundary except for a number of sub-
sidiaries which will be covered since 2008.

There were no significant changes in the reporting
scope (the range of sustainability topics discussed)
or measurement methods compared to the previ-
ous reports.

Rosneft sustainability report 2008 15
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SECTION 2

INTRODUCTION

B \Macroeconomic Environment

| Competitive Standing of the Company

In 2008, Rosneft was awarded the sixth position in the Platts Top
290 Global Energy Company Rankings - a list of the 250 world best
performing energy companies produced by Platts, the leading global
provider of energy information. In the 2007/ rankings, the Company
was ranked 16th.

Rosneft sustainability report 2008 17



SECTION 2. INTRODUCTION

Macroeconomic environment

Social and Economic Situation in the Rus-
sian Federation in 2008 *

The deterioration in global financial markets in
the second half of 2008 roga, general economic
downturn and falling oil prices all had a negative
impact on the year results. The GDP growth in
2008 was 5.6% compared to 8.1% in 2007.

Oil prices. Until mid-2008, crude oil prices in
global markets were steadily rising. The average
price of Urals crude oil in January — September
2008 was USD 108 per bbl; in the fourth quar-
ter the price fell considerably with the quarter
average being USD 54.1 per bbl.

Foreign trade turnover increased by 32.1%
compared to the previous year, reaching USD
763.5 billion.

Exports. The share of energy products in the
total export earnings increased from 63.8% in
2007 to 68.4% in 2008, with oil exports ac-
counting for 34.4% of the total earnings.

Changes in foreign trade and net capital outflow
from Russia resulted in declining national cur-
rency. In 2008 (December 2008 compared to
December 2007) the RUB/USD exchange rate
declined by 19.7%, while the RUB/EURO ex-
change rate declined by 15.3%.

Underlying inflation rate in 2008 was 13.6%
(compared to 11.0% in 2007). The Industrial
Product Price Index declined by 7.0% (in 2007
it increased by 25.1%).

Industrial output grew by 2.1% in 2008 (in
2007 - by 6.3%). Extraction of all subsurface re-
sources increased by 0.2% (in 2007 - by 1.9%),
while extraction of fossil fuels declined by 0.2%.

The income of the federal budget amounted to
RUB 9274.1 billion, or 22.3% of the GDP (com-
pared to RUB 7781.1 billion, of 23.5% of the
GDP in 2007).

The contribution of the national oil and gas sec-
tor to the federal budget in 2008 amounted to
RUB 4389.4 billion, or 47.3% of the total in-
come of the federal budget.

State of the Russian oil and gas sector
in 2008

Oil production. In 2008, oil production declined
by 0.6% compared to the previous year and
amounted to 488.5 mmt. The overall drilling
footage increased by 5.7% compared to 2007.

In 2008, the share of producing wells in the op-
erating well stock was 84%, while the share of
inactive wells was 16%. 5 593 new oil wells were
brought into operation in 2008 - 7.5% more
than in 2007.

Oil refining. In 2008, Russian refineries pro-
cessed 235.7 mmt of oil or by 3.5% more than
in 2007. Output of motor gasoline increased by
1.5%, diesel fuel - by 3.9%, fuel oil - by 1.9%,
jet fuel - by 4.5%. The share of high-octane gas-
oline in the total motor gasoline output in 2008
was 77.5% (compared to 74.3% in 2007).

* This section is based on the data of the federal state institution «Central Dispatching Office of the Fuel and Energy Complex» of the RF
Ministry of Energy, the Federal State Statistics Service, and the Federal Customs Service. Bulletins of the Bank of Russia for 2009 were

also used in preparing the section.

18 Rosneft sustainability report 2008



SECTION 2. INTRODUCTION

Oil exports. In 2008, Russian oil export de-
creased by 6% compared to the previous year,
reaching 243.1 mmt. The share of exported oil
in the total national oil production was 48.7% in

2008 compared to 51.5% in 2007. At the same
time the monetary value of exports increased
1.3 times as a result of increased contractual
prices.

Competitive Standing of the Company

Rosneft is the leader of the Russian oil sector
and one of the world largest public oil and gas
companies.

In 2008, Rosneft was awarded the sixth posi-
tion in the Platts Top 250 Global Energy Compa-
ny Rankings — a list of the 250 world best per-
forming energy companies produced by Platts,
the leading global provider of energy information.
In the 2007 rankings, the Company was ranked
16th.

On November 10, 2008, Fitch Ratings agency af-
firmed the foreign currency long-term issuer de-
fault rating of Rosneft, at the same time chang-
ing the rating outlook from Positive to Stable.

Standard & Poor international rating agency
raised the Company foreign currency long-term
credit rating to «BBB-», an investment-grade lev-
el, with Stable outlooK.

According to Moody Investor Services Limited,
Rosneft rating as of December 31, 2008, was
«Baal», with Stable outlook.

In 2008, Expert business magasine placed Ros-
neft on the fourth place in its annual ranking
of the largest Russian companies Expert-400 (in
2007 the Company was ranked sixth]) (Expert
No.383, October 6, 2008). The Company was al-
so placed on the second place in the 2008 rank-
ing of Russian companies in terms of market val-

ue (capitalization), also produced by Expert (Ex-
pert No.39, October 6, 2008).

The Company was ranked B4th by Forbes ma-
gasine in its Global 2000 list - an annual ranking
of the top 2000 public companies in the world
(published on April 8, 2009).

In the ranking of the world 500 largest compa-
nies in 2008 produced by Dengi magasine, the
Company was ranked 70th (Dengi No.18, May
11, 2009). Market capitalization was the main
criteria in preparing the ranking.

Rosneft was placed on the second position in a
ranking of 155 Russian companies in terms of
market capitalization published by Finance ma-
gasine (Finance, October 13, 2008).

RBC Rating agency ranked Rosneft second among
largest oil companies in terms of the number of
new wells brought into operation (ranking pub-
lished on March 31, 2009).

Company efforts aimed at improving disclosure
and transparency are also appreciated by the ex-
pert community. In its survey Transparency and
Disclosure by Russian Companies 2008, Stan-
dard & Poor ranked Rosneft second. The survey
was focused on disclosure practices of the larg-
est Russian companies with regard to ownership
structure and corporate governance.

Rosneft sustainability report 2008 19
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B Company Profile
"l Mission and Strategy
Values

Hey Operational and Financial
Performance Indicators

| Sustainability and Social Responsibility

Stakeholder Engagement

The main sectors of Rosneft activities include exploration and pro-
duction of oil and gas, manufacturing of petroleum products and pet-
rochemicals, and marketing of outputs. The largest shareholder of
Rosneft is the Russian state, which owns slightly more than 75% of
the stock.

Rosneft sustainability report 2008 21



SECTION 3. ABOUT THE COMPANY

Rosneft Main Assets and Regions of Operations

(@) Belokamenka

@ Arkhangelsk

@1

(&) Priazovneft

(@)
@ Tuapse
@s eftegaz

Hrasnodarneftegaz

() Grozneftegaz
8 Dagneft

@ - Refineries

(@) - Marine terminals

(B) - Exploration and praduction
B8 - Rosneft Headquarter
w0l pipelines
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@ we

nchatka Shelf

Sakhalinmorneftegaz

Sakhalin-1,3,4.5

(A) East Siberian
Oil and Gaz Co

\. Angar:

akhodka
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SECTION 3. ABOUT THE COMPANY

Company Profile

The main sectors of Rosneft activities include ex-
ploration and production of oil and gas, manufac-
turing of petroleum products and petrochemicals,
and marketing of outputs. The largest shareholder
of Rosneft is the Russian state, which owns slightly
more than 75% of the stock.

Rosneft carries out exploration and production op-
erations in \Western Siberia, Southern and Central
European Russia, Timan-Pechora, Eastern Siberia
and the Far East. The Company also implements
projects in Hazakhstan and Algeria. Rosneft seven
major refineries are located throughout the coun-
try, from the Black Sea coast to the Far East, while
the Company retail network covers 38 regions of
the Russian Federation. The Company headquar-
ters are located in Moscow.

As of December 31, 2008, Rosneft had 577 sub-
sidiaries and dependent companies. The structure
of Rosneft is presented in the 2008 Annual Report
(pp. 20-21) and on the Company website.

In 2008, a number of new Rosneft subsidiaries
were created, including 000 RN-Stroy, 000 RN-
Bunker, 000 RN-Zdorovye, 000 RN-Uchet, 000
RN-Aero, and 000 RN-Pozharnaya Bezopasnost.
The new companies were created in order to diver-
sify Rosneft business, optimize logistics, and pro-
vide specialized services to the Company and its
employees in a more effective manner.

Today Rosneft is the leader of the Russian ail in-
dustry in terms of Key operational performace in-
dicators, including reserves, oil production, output
growth rate and refining throughput.

Reserves

According to an audit by DeGolyer & MacNaugh-
ton, Rosneft proved reserves by PRMS classifica-
tion as of December 31, 2008 totaled 2 421 mmt

24  Rosneft sustainability report 2008

of oil and 784 bscm of gas. In 2008, the Company
proved hydrocarbon reserves increased by 2.8%,
reaching 3 052 mmt of oil equivalent.

The increase in oil and gas reserves considerably
exceeded the extraction of these resources - the
proved hydrocarbon reserve replacement ratio in
2008 was 172%, while the respective ratio for oil
reserves was 123%.

Geological exploration

In 2008, large amounts of prospecting and explo-
ration drilling and of seismic surveying were carried
out within the framework of Rosneft projects in ac-
cordance with the respective license terms. The
Company carried out a total of 63 500 meters of
exploration drilling, 7 714 linear km of 2D seismic
surveys, and 4 549 square km of 3D seismic sur-
veys. The decline in the amount of exploratory drill-
ing compared to 2007 was a result of the comple-
tion of the exploration stage at the Vankor field, and
of suspension of drilling works in the Southern Fed-
eral District so that detailed 3D seismic survey can
be carried out to study the region complex geolo-
gy. The construction of 34 prospecting and explora-
tion wells was completed. Prospecting and explora-
tion drilling by the Company led to the discovery of
10 fields and 4 new deposits at previously discov-
ered fields.

Oil and gas production

In 2008, the Company produced 106 mmt of ail
and gas condensate, or by 4.9% more compared
to the previous year.

Refining, petrochemicals, and marketing

In 2008, the throughput of the Company refin-
ing operations (including mini refineries) was 49.3
mmt, or 22.6% more than in 2007. The total out-
put of petroleum products and petrochemicals in-
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creased to 46.4 mmt. Rosneft sells the produced  oil and as condensate (including oil procured from
oil in Russia, CIS countries, and on the interna-  third parties) and 25.94 mmt of petroleum prod-
tional market; it also supplies its own refineries.  ucts (including products procured from third par-
In 2008, the Company exported 54.16 mmt of ties and bunkering operations).

Research and innovation

Rosneft pays particular attention to the development and introduction of new technologies,
dissemination of knowledge and best practices, and technology training of employees.

A Key role in innovative technological development of the Company is played by the Rosneft
Corporate Scientific Research Complex (CSRC), which consists of a Corporate Research
and Development Center and 10 regional research and design institutes, of which seven
specialize in the upstream sector, and three in the downstream sector. CSRC provides re-
search and methodological support throughout the Company production chain.

In 2008, the regional institutes carried out 20% of all design and survey works, and pre-
pared 66% of the Company project technology documents. In 2008, Rosneft submitted a
total of 153 project technology documents to the Central Commission for Sub-Surface Re-
source Development, with 126 project documents being approved by state authorities.
(Continued on pg. 26)
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Innovation management within the Company is based on a number
of systems, including:

* New Technology System; e Hnowledge Management System;

e System for Cooperation with e (Quality Management System.
Universities and R&D Centers;

¢ Technology Training System;

Research and development in the field of exploration is focused on the technologies that al-
low to reduce geological risks and enable greater accuracy in detecting promising struc-
tures. In 2008, proposals for licensing of 34 blocks on the shelves of the Black Sea, the
Sea of Chukotka and the Eastern Siberian Sea were prepared. Rosneft also carried out an
assessment and ranking of 12 areas of Eastern Siberia in terms of attractiveness of their
license areas.

In 2008, the Corporate Research & Development Center carried out 14 projects involving
application of new technologies at the oilfield development stage. 44 innovative techniques
were tested and implemented at 636 wells.

In the reporting period the Company continued installation of the Total Production Manage-
ment System (TPMSYS™], enabling Company specialists to optimize operation of any well
using geophysical data and complete information about the well design, current operating
parameters, and equipment used. The RN-Production computer system based on the TPM-
SYS™ has been installed at 900 workstations at Company subsidiaries.

New technologies for the production of improved road bitumen at Syzran Refinery, devel-
oped by the Company in 2008, allowed to halve pollutant emissions and reduce the share
of black diesel from 5-7% to O.1- 0.05%. Technologies were also developed for production
of viscous bitumen-polymer compositions, which can be used in road construction. These
technologies are expected to generate additional RUB 440 million per year for Company re-
fineries. (See the 2008 Annual Report and the corporate website for more details on the
innovation and research activities of the Company.)

Rosneft sustainability report 2008



SECTION 3. ABOUT THE COMPANY

Mission and strategy

Rosneft activities are aimed at meeting society de-
mand for energy resources in an innovative, envi-
ronmentally safe and cost effective manner. Due to
its unique resource base, high technological level
and professional team committed to its work, the
Company achieves sustainable growth of its busi-
ness and increase in shareholder income. \We be-
lieve that our activities contribute to social stabil-
ity, prosperity and progress of our regions of op-
erations.

2020.

Rosneft seeks to strengthen its standing among
the world leading energy companies and achieve
leading positions in terms of operational and finan-
cial performance, as well as shareholders value.

The Company believes that the key condi-
tions for achieving these goals include:

e continuous improvement of performance in all
areas of activities;

® innovative approach to development;

e improvement of information transparency and
openness;

e compliance with high standards of corporate
governance;

* high level of social responsibility;

e strict compliance with Russian and international
standards of environmental and industrial safety.

Rosneft has set an objective to increase its annual oil pro-
duction from 106 mmt in 2008 to 180 mmt by 2030
given favorable macroeconomic conditions, and increase
gas production from 12.4 bscm in 2008 to 55 bscm by

27
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SECTION 3. ABOUT THE COMPANY

Values

The key values of Rosneft include:
¢ professionalism and improvement;

e performance and integrity;

® proactiveness and responsibility;

® trust and respect.

The Company implements these values
based on the following principles:

e Ensuring profitability and efficiency. The
Company views ensuring profitability and ef-
ficiency of operations as its obligation to the
shareholders and all stakeholders, and uses
all available legitimate means to fulfill this ob-
ligation;

e Compliance with the legislation and stan-
dards. The Company strives to strictly comply
with the requirements of the Russian and in-

ternational legislation, as well as sectoral and
corporate rules, standards, and procedures.

Social responsibility. The Company contrib-
utes to the development of its regions of op-
erations, cares about protecting the environ-
ment, and professionally manages occupation-
al health and safety.

Good business conduct. The Company strives
to achieve and maintain high quality of its
products and services, fulfill its contractual
obligations in a fair and consistent manner,
and maintain its corporate governance on the
basis of openness and responsibility.

Hey operational and financial performance indicators

OPERATIONS AND FINANCE

Operations and finance

Oil and gas condensate production, mmt

Gas production, bscm

Refining throughput, mmt

Output of petroleum products and petrochemicals, mmt
Sales proceeds and other operating income, USD million
Operating profit, USD million

Net profit, USD million

Total assets at the end of year, USD million

Long-term accounts and liabilities payable at the end of year,
USD million
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GENERATED AND DISTRIBUTED ECONOMIC VALUE, USD MILLION

Direct economic value generated

a) Revenue

Economic value distributed

b) Operating costs

c) Employee wages and benefits

d) Payments to providers of capital

e) Payments to government

f) Community investments

Economic value retained

2008

69 312

12 536
2 651
1762
40210
139
12 014

Sustainability and social responsibility

Rosneft views sustainable development as a sys-
tem of consistent economic, environmental and
social actions implemented on the basis of ongo-
ing stakeholder engagement and aimed at long-
term improvement of Company image and busi-
ness reputation, as well as increase in its com-
petitiveness and market capitalization.

The Company bases its sustainability ac-
tivities on the following principles:

Compliance with legal requirements and oth-
er Company obligations. Rosneft carries out
its operations in accordance with the require-
ments of the Russian legislation, contracts,
and voluntary commitments adopted by the
Company. Rosneft strives to follow the prin-
ciples of the Social Charter of Russian Busi-
ness and comply with international best prac-
tices in the field of sustainability.

Consideration of stakeholders interests and
expectations. The Company works to identi-
fy stakeholders interests and expectations,

and to maintain a balance of interests in its
stakeholder relations.

Observance of human rights. The Compa-
ny recognizes inviolability of human rights, in-
cluding labor rights and the right to favorable
environment. It strives to avoid any forms of
discrimination or violation of human rights.

Integration of sustainability principles into
day-to-day activities of the Company. Ros-
neft works to incorporate sustainability prin-
ciples into its day-to-day operations by plan-
ning the respective activities systematically
and integrating them into corporate business
plans.

Introduction of sustainability principles in all
newly acquired assets. The Company works
in a planned and systematic manner to imple-
ment its sustainability principles, approaches
and standards in all newly acquired entities.

Consideration of regional specifics. In its
sustainability activities, the Company takes
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environmental
and cultural circumstances of its regions of op-
erations. The scale of such activities is deter-
mined in each particular case based on the sig-
nificance of the respective subsidiary company
to the overall Rosneft business and severity of
social, environmental, and economic issues of
the respective region.

into account socio-economic,

Information transparency. The Company works
to improve stakeholders awareness of all as-
pects of its operations. In addition to annual re-
ports, the Company for the third year in a row
publishes a Sustainability Report and organizes
roundtable meetings with stakeholders in its re-
gions of operations.

These principles have been reflected in the draft
Company Sustainable Development Policy devel-
oped in 2008.

In

2008, Rosneft further developed its

sustainability activities in the following
areas:

30

Health, safety, and the environment: imple-
menting environmental and resource saving
programs aimed at the reduction of adverse en-
vironmental impacts; creating and maintaining
occupational safety conditions going beyond le-
gal requirements; and preventing accidents.

Development of the regions of operations: sup-
porting social infrastructure and indigenous mi-
nority peoples of the North; implementing char-
ity projects.

Personnel development: creating conditions
for effective work; developing employee motiva-
tion programs; investing in personnel develop-
ment and training.

Rosneft sustainability report 2008

EXPENDITURES ON SOCIAL PROGRAMS,
RUB MILLION

20 000
15 00 14 546 17 134
10 000 2586
5000
0
2006 2007 2008

EXPENDITURES BROHEN DOWN BY MAJOR
AREAS OF SOCIAL POLICY, RUB MILLION

3.6%

B6,4% 618

1081

31.7%
5434

13,5%

2306

Q 17 134

10,9%
1868

13,4%
2300

20,5%
3517

Creation of optimal workplace conditions

Socio-economic development of the regions
of operations

Health protection, promation of a healthy lifestyle,
and other social payments

Housing programs

Occupational pension schemes

Maintenance of social infrastructure

Charity
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ROSNEFT SPENDING ON HEALTH, SAFETY, AND THE ENVIRONMENT, RUB MILLION

0.3% 3%
30 306

20.1%
1961

47 .2%
4605

29.2%
2846

Occupational health and safety
expenditures

Capital investments in environmental
protection

Operational expenditures on environmental
protection

Environmental pollution fines

Environmental pollution fees

Stakeholder engagement

The Company works to create an effective stake-
holder engagement system based on the follow-
ing Key principles:

e respect for stakeholders interests and mutu-
ally beneficial collaboration with them;

¢ Keeping stakeholders informed of all aspects
of Company activities on a timely basis;

e regularity and consistency of engagement;
e identification of stakeholders expectations;

* meeting commitments made
to stakeholders;

e stakeholder engagement activities in all key
Company regions of operations.

Based on the Company experience of stakehold-
er engagement and on the significance of their

impact on the current operations and strategic
development of Rosneft, the following key stake-
holder groups have been identified.

Employees

The Company views employees as a Key stake-
holder group and takes efforts to ensure their
well-being, as well as personal and professional
growth. Rosneft seeks to ensure safe and com-
fortable working conditions, decent remunera-
tion level and social benefits for is employees.
The Company pays particular attention to the is-
sues of occupational health and safety, regard-
ing human life as the highest value.

More details on the Company HR policy and per-

formance are provided in Personnel section
of this report.
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Hey Rosneft stakeholders

Business Community
Shareholders and Investors

The Company activities in the field of stakehold-
er and investor relations are aimed primarily at in-
creasing transparency and openness, and ensur-
ing fair valuation of the Company by the market.

The system of principles and mechanisms aimed
at protecting rights and legitimate interests of the
Company's shareholders is set forth by the Cor-
porate Governance Code (see Investors section of
the corporate website).

Suppliers

The Company seeks to build long-term supplier re-
lations on a mutually beneficial basis.

In order to increase the share of Russian compa-
nies among its suppliers and contractors, the Com-
pany makes efforts to inform potential tender par-
ticipants among domestic businesses to the maxi-

32  Rosneft sustainability report 2008

mum extent possible. With other conditions being
equal, the preference is given to Russian contrac-
tors and goods.

Goods and service providers are selected on a
competitive basis in accordance with the special
corporate standard - Organization of Tendering
Activities for Procuring Goods, Works and Ser-
vices in Rosneft. Information on tenders is made
available through Tenders and Execution section
of the corporate website. Decisions are made by
a special commission — Central Tender Committee
- which is responsible for ensuring optimal pro-
curement terms.

Customers

e The Company respects and values its custom-
ers, believing that only the highest possible
quality of goods and services can provide a
basis for continuous development of its busi-
ness under conditions of severe competition.
Customer relations activities are aimed at the
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improvement of quality of products and ser- In its sales of petroleum products, the Com-
vices; introduction of new payment methods pany implements a uniform pricing policy and
and new services; increase in safety of petro- takes into account prices set by its main com-
leum products; development of the retail net- petitors in the respective regions.

work and strengthening of customer loyalty.

Loyalty Programs

The Company strives to differentiate its business approaches according to needs
and demands of various customer groups.

Offerings by RN-Card (a Rosneft subsidiary, an operator of smart card-based
non-cash payment system serving sales of petroleum products and associated
goods and services) are organized into four programs tailored for customers
with different logistic patterns and fuel consumption levels. The Local program
is aimed at legal entities consuming fuel mainly within a single region, while the
Transit program is best suited for clients consuming less than 50% of fuel with-
in their own region and involved mainly in cargo transportation. The third pro-
gram, Active Discount, seeks to improve loyalty of individual customers by offer-
ing variable discounts depending on the overall number of bonus points acquired
when paying for fuel and associated goods at Company filling stations, and by or-
ganizing marketing actions and sales promotions. The Nominal program involves
sales of petroleum products to individuals and small businesses using prepaid
smart cards providing customers with access to a flexible discount package.

Successful interaction with individuals helps create a pool of loyal customers, im-
prove Company image and brand recognition thus ultimately contrib-

uting to an increase in retail sales of petroleum products.
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Society

Government Authorities
and Federal Organizations

Rosneft recognises its special responsibility asso-
ciated with indirect participation of the Russian
state in its share capital, and aspires to be a mod-
el of compliance with legal requirements and ethi-
cal commitments. In order to ensure legal compli-
ance, the Company monitors changes in the exist-
ing legislation on a continuous basis.

Representation of state interests regarding the
Company, as well as Company interests regard-
ing the government authorities is achieved through
the governmental representatives in the Board of
Directors. In addition, Rosneft has participated in
discussion and assessment of draft regulatory pro-
posals prepared by Russian executive authorities
with regard to the oil industry.

Regional Authorities and Local Communities

Rosneft cares about socio-economic development
of its regions of operations and the country as a
whole, realizing that their successful development
is a key factor of long-term development of the
Company itself. In its regions of operations, the
Company engages both authorities and local com-

Rosneft participates in:

munities (including the population, non-governmen-
tal organizations and associations, indigenous mi-
nority peoples of the North, external labor union
organization and mass media).

More details on the Company policy and perfor-
mance with regard to engagement of this stake-
holder group are provided in Society section.

Educational Institutions

Company activities in this area provide a basis for
training potential employees and include:

® organization of a system of pre-university train-
ing of young professionals;

¢ collaboration with specialized universities on the
basis of long-term cooperation agreements;

e training and internships for university students
in the Corporate Research and Development
Center, subsidiary companies and other divi-
sions of the Company;

e organization of joint research programs, includ-
ing international ones.

For more details on Rosneft cooperation with ed-
ucational institutions see Personnel Development
and Training section.

e Russian National Committee for \World Petroleum Congresses - since 1998;

e Board of Trustees of .M. Gubkin Russian State University of Oil and Gas — a founding

member since 1991;

e Russian Chamber of Commerce and Industry - since 2003;

e (Canada-Russia Business Council — a founding member since 2005;

e All-Russian Association of Summer Olympic Sports.
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Stakeholder Dialogue

For three years in a row, preparation of Rosneft sustainable development reports has in-
volved roundtable meeting with stakeholders in its regions of operations. At the meetings,
top managers of Rosneft subsidiaries and representatives of its headquarters together
with stakeholder representatives discuss outcomes and prospects of Company regional
operations. The dialogue is aimed at the identification of problematic issues and elabora-
tion of mutually acceptable decisions.

In 2007 and 2008, 8 and 18 roundtable meetings respectively were held. In the first half
of 2009, stakeholder dialogues were organized in 9 Company regions of operations.

In 2007, when roundtable meetings were held for the first time, stakeholders not always
correctly understood meeting objectives and their own role, often taking one of the two
diametrically opposite positions (voicing either unrestrained criticism or complete approv-
al of the Company). But in just a year their attitudes became more balanced. However,
stakeholders continued to view these events as a kind of a live annual report. The third
round of meetings completed in April 2009 marked a real breakthrough with many par-
ticipants emphasizing the turn to a mutually beneficial dialogue.

The 20089 series of roundtable meetings also saw a significant change in attitudes of the
Company subsidiaries. In their presentations, subsidiaries top managers not only present-
ed lists of issues identified, but also proposed detailed plans to address these issues. For
example, Vladimir Bulba, Director General of RN-Yuganskneftegas, noted that «in pre-
paring the 2009 business plan, the company management studied materials of previous
roundtable meetings and elaborated measures to address the issues identified during

(Continued on pg. 36)
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the meetingsy. In particular, based on the results of the 2007 roundtable meting, RN-Yu-
ganskneftegas designed a landfill for disposal of oil-polluted soil and drilling waste in Sur-
gut District. At the same time, as Mr. Bulba noted, the company encountered difficulties
in getting necessary permits for land acquisition for the project. As a result, represen-
tatives of district authorities present at the meeting expressed their willingness to assist
the company in getting the permits.

It is planned to made detailed reports on the roundtable meetings held in 20093 available
online in Sustainable Development section of the Rosneft website (www.rosneft.ru).

Recognition of Rosneft achievements in the field of sustainable
development in 2008:

* Rosneft was ranked first in the category Company with the Best Investor Relations System
by the Investor Protection Association;

e The Company was ranked first in the categories Best Annual Report and Corporate Litera-
ture, and Best Investor Relations among Large-Cap Companies by IR Magasine,
a professional periodical;

e The Company received Best 2007 Annual Report and Best 2007 Sustainability Report
awards at the 11th Annual Report Contest held by RTS Stock Exchange;

e The Company was recognized the best in the category Best Information Disclosure in Eng-
lish-Language Annual Report at the Contest of Corporate Reports and Websites organized
by the Securities Market magasine, the Russian Ministry of Economic Development,
and MICEX Stock Exchange;

¢ Rosneft was granted national award For Best Social /Sustainability Report and will represent
Russia at the European Sustainability Reporting Awards (ESRA);

* Rosneft was ranked second according to the study Transparency and Disclosure by Russian
Companies 2008 by Standard & Poor international rating agency;

e Huibyshev Refinery was awarded a honorary title — Leader of Environmental Activities
in Russia 2008;

e Udmurtneft was declared a winner of the Best Organization of OHS Activities in Udmurtia
Contest in the group of industrial and transport enterprises;

® Tuapse Refinery became a winner of the Best Organization of OHS Activities in Hrasnoyarsk
Region Contest in the group of industrial plants.
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Tuapse Refinery
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CORPORATE GOVERNANCE
AND CULTURE

"l Corporate Governance

"l Corporate culture

Rosneft governance and management systems are aimed at
the implementation of the overall Company strategy in all ar-
eas of its business and development of own activities of each

Rosneft subsidiary.
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SECTION 4. CORPORATE GOVERNANCE AND CULTURE

Corporate Governance

Corporate Governance Structure

The structure of corporate governance and man-
agement of Rosneft has been built in such a way
as to conform to the modern principles of man-
aging a large joint-stock company, and to com-
ply with the requirements of the Civil Code of the
Russian Federation, Federal Law on Joint Stock
Companies, internal policies of the Company, and
international best practices. Rosneft governance
and management systems are aimed at the im-
plementation of the overall Company strategy in
all areas of its business and development of own
activities of each Rosneft subsidiary.

The strategic level of corporate governance is
represented by the General Shareholders Meet-
ing — the Company supreme governing body. Its
powers include, in particular, addressing the is-
sues of reorganization and liquidation of the
Company, making amendments and additions to
the Charter of the Company, electing the Board
of Directors and the Internal Audit Commission,
early termination of the powers of these bodies
etc. The General Meetings of Shareholders ap-
proves Company annual reports and annual fi-
nancial statements (profit and loss accounts), as
well as distribution of profits, including dividend
payments, appoints the external auditor etc.

The Board of Directors defines priority areas
of activities and approves a long-term Compa-
ny development strategy based on the require-
ments of the Charter of the Company and de-
cisions of the General Shareholders Meeting in
order to ensure profitability of operations, as
well as financial and economic sustainability of
the Company. The powers of the Board of Direc-
tors are defined by the Charter of the Compa-
ny in accordance with the Federal Law on Joint
Stock Companies.
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Company day-to-day operations are directed by the
collective and sole executive bodies - the Manage-
ment Board and the President respectively. Both ex-
ecutive bodies are accountable to the Board of Direc-
tors and the General Shareholders Meeting.

Sustainability Governance
and Management

General direction and oversight of sustainability ac-
tivities of the Company are provided by the Board
of Directors, the President, and the Management
Board in accordance with the distribution of re-
sponsibilities defined by the respective policies. It
is the Vice President for HR and Social Policy who
is in charge of coordinating sustainability activities
with regard to human resource management, op-
erational and social spheres, and regional socio-
economic development programs (including chari-
ty). Subordinate to the Vice-President are the HR
Department, Social Development Division, Corpo-
rate Culture Division, and Government Relations
Department.

The health, safety, and environmental aspects of
operations are the responsibility of the HSE De-
partment subordinate to the Vice President for Oil
and Gas Production.

Corporate Governance Principles

Recognizing the importance of continuous improve-
ment of the corporate governance system to the
effective Company development and stakeholder
cooperation, in its day-to-day operations Rosneft
relies on the principles set forth in the Company
Corporate Governance Code based on the Code of
Corporate Governance recommended by the FCSM
(Federal Commission for the Securities Markets of
the RF), the OECD Principles of Corporate Gover-
nance, and the Charter of the Company. Informa-
tion on Rosneft compliance with the FCSM Code of
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SECTION 4. CORPORATE GOVERNANCE AND CULTURE

Corporate Governance is published annually as an
appendix to its annual reports.

Rosneft principles of corporate governance in-
clude:

equal treatment of all shareholders;

bona fide exercise of their rights by all share-
holders, the Company, its officials, and other
persons concerned, ruling out cases of rights
abuse;

ensuring not only formal but also real opportu-
nity for all shareholders to exercise their rights
and legitimate interests;

strategic governance of the Company opera-
tions and effective oversight of executive bodies
by the Board of Directors, and accountability of

General Shareholders Meeting

the Board of Directors to the General Share-
holders Meeting;

ensuring effective participation of independent
directors in the activities of the Board of Direc-
tors;

timely disclosure of information on the Compa-
ny including, in particular, its financial and eco-
nomic performance, ownership structure and
governance;

effective oversight of financial and economic ac-
tivities of the Company;

active cooperation of the Company with inves-
tors, creditors, and other stakeholders for the
purpose of increasing market capitalization of
the Company.

Rosneft Ordinary General Shareholders Meeting dedicated to the results of the Company
activities in 2008 was held in Moscow on June 19, 2009. Holders of 97.14% of Rosneft
shares registered to participate in the meeting. The meeting approved the 2008 Annual Re-
port and accounts, as well as distribution of Rosneft profit, totaling RUB 141 313.2 million.

(Continued on pg. 42)
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It was decided to pay 14.4% of the Company non-consolidated net profit, or RUB 20
348.5 million, as dividends on Rosneft shares. The approved dividend payment, RUB 1.92
per ordinary share, is 20% more than the respective payment for 2007. The dividends will
be paid by December 31, 20089.

In his opening note Igor Sechin, Chairman of the Rosneft Board of Directors, said that, de-
spite difficult economic climate, the Company had preserved a high level of operational per-
formance, thus asserting its leading position. The year 2008 became «a time of a stress
testy for the company, but its results showed that the Company had been able to imple-
ment its development strategy even in unfavorable socio-economic conditions. Mr. Sechin
also mentioned positive experience of engaging minority shareholders.

During the meeting, which lasted more than seven hours, the Chairman of the Board and
top managers of the Company addressed in detail numerous shareholders questions re-
garding plans, future development, and dividend policy of the Company.

Sergey Bogdanchikaov, President of the Company, stressed that Rosneft, despite the nega-
tive impact of the world financial crisis, has managed to Keep its position among the world
oil and gas companies. «And our stock prices performed better than those of our compet-
itors,» Mr. Bogdanchikov noted.

The shareholders elected a new Board of Directors comprised of the following
members:

e Vladimir Bogdanov, Director General of Surgutneftegas;

e Sergey Bogdanchikov, President of Rosneft;

e Andrey Hostin, President and Chairman of the Management Board of VTB;

e Alexander Nekipelov, Vice President of the Russian Academy of Sciences;

e Yury Petrov, Head of the Federal Agency for State Property Management;

e Andrey Reus, Director General of Oboronprom;

e Hans-Joerg Rudloff, Chairman of the Executive Committee of Barclays Capital;
e |gor Sechin, Deputy Chairman of the Government of the Russian Federation;
¢ Nikolai Tokarev, President of Transneft.

The shareholders also approved a number of interested-party transactions, and a large
transaction consisting of several parts and undertaken by the Company in accordance with
earlier intergovernmental agreements between Russia and China regarding cooperation
in the oil sector.

Rosneft sustainability report 2008
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Rosneft Board of Directors

As of December 31, 2008, the Board of Direc-
tor was comprised of nine members, including
eight non-executive directors and three indepen-
dent directors.

In 2008, the Board held a total of six meetings
(five of them in person and one - by absentee
voting].

Committees of the Board of Directors
Audit Committee

The Audit Committee is instrumental in ensuring
the oversight of financial and economic activities of
the Company by the Board of Directors. In 2008,
the Committee held 14 meetings.

HR and Compensation Committee

The HR and Compensation Committee facilitates
recruitment of highly skilled professionals by the
company and creation of conditions for effective
work of these professionals. In the reporting peri-
od, 7 meetings of the Committee were held.

Study Remuneration and Dividends

Strategic Planning Committee

The Strategic Planning Committee defines stra-
tegic goals and priority areas of activity of Ros-
neft. In the reporting period, the Committee held
95 meetings. (More information on activities of
the Board Committees can be found in the 2008
Annual Report.)

Remuneration and Dividends

Only independent members are paid remuneration
for their service in the Board of Directors. In accor-
dance with the existing Russian legislation, no re-
muneration is paid to the Board members having
the status of a government servant. Since 2008,
in making its decisions on remuneration of indepen-
dent directors, Rosneft relies on special criteria de-
veloped by the HR and Compensation Committee
and approved by the Board of Directors.

Information on the dividend policy, recommenda-
tions of the Board of Directors regarding the size
of dividend payments, and respective decisions of
the General Shareholders Meeting are published
on the Rosneft corporate website.

According to the decision of the General Shareholders Meeting held on June 19, 20089, each in-
dependent member of the Board of Directors (Andrey Hostin, Alexander Nekipelov, and Hans-
Joerg Rudloff) received remuneration of 33 614 ordinary shares for their service in 2008.

Remuneration of the senior officials of the Company (President, Vice Presidents) and heads

of structural divisions of Rosneft consists of:

e monthly salary;

e annual bonus.

43

Rosneft sustainability report 2008



_Iu\ 3

N

SECTION 4. CORPORATE GOVERNANCE AND CULTURE

Risk management

Rosneft operations are associated with a variety
of risks, including sectoral, country, regional, fi-
nancial, legal, environmental, social etc. The risk
management policy of the Company is based on
the identification and assessment of risks, elab-
oration of measures to mitigate risks and keep
them within acceptable limits, continuous moni-
toring of risk factors and ensuring the effective-
ness of risk control measures.

Approval of the corporate risk management pol-
icy is the responsibility of the Board of Direc-
tors, while relevant corporate rules, regulations
etc. are approved by the Management Board.
The top management of the Company is respon-
sible for the implementation of the approved de-
velopment strategy and for conformance of day-
to-day operations to the developed and approved
principles and rules.

The main objective of risk management activi-
ties of the Company is protecting the interests
of its shareholders. This objective is achieved by
means of:

e Ensuring sustainable development of the Com-
pany operations in accordance with the devel-
opment strategy approved by shareholders.

e Preventing or minimizing financial and other
losses associated with materialization of risks
affecting the Company operations.

e Controlling risks faced by the Company in its
operations, instead of avoiding them entirely.

* Providing assistance to structural divisions
and subsidiaries of the Company in achieving
their goals.

Regular reviews and evaluations, both internal
and external, are required to ensure the effec-
tiveness of the corporate risk management sys-
tem. Among other responsibilities delegated by
the Board of Directors, the Audit Committee
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of the Board approves internal risk manage-
ment procedures, analyzes the effectiveness
of these procedures, and ensures compliance
with them.

The main risks that affect or can affect long-
term sustainability performance of the Company,
include personnel-related risks, restructuring-
related risks, and HSE-related risks. (For a de-
tailed list and analysis of risks see Risk Analysis
section of the 2008 Rosneft Annual Report).

Personnel-related risks

The Company controls personnel-related risks by
providing competitive salaries and working condi-
tions, developing and implementing priority social
programs aimed at retention of the most valu-
able specialists, using corporate skill upgrading
system, and maintaining cooperation with pro-
fessional education institutions in order to se-
lect talented youth and improve quality of their
training.

Restructuring-related risks

Restructuring measures taken by the Company
in order to improve the efficiency of its service
divisions by optimizing their structure and head-
count may give rise to social conflicts. In order
to minimize these risks, the Company works to-
gether with labor union organizations represent-
ing its employees, and considers the state of lo-
cal workforce markets when selecting restruc-
turing options.

HSE-related risks

The Company core operations are associated
with large-scale and diverse environmental im-
pacts. Exceedance of the allowable impact levels
established by the regulatory authorities may re-
sult in heavy penalties imposed on the Company
and damage to its reputation. In order to reduce
such risks, the Company implements a number
of targeted programs, including the Environmen-
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tal, Gas, and Pipeline Reliability Improvement
Programs, installs safer state-of-the-art equip-
ment, trains the staff and works out emergency
response methods, processes oil sludge and oil
polluted soils, and reclaims land upon completion
of production operations. (For more details see
Health, Safety and Environment section.)

Internal Control and Audit System

Rosneft has a system of internal control over its
financial and operating activities, consisting of
the Internal Audit Commission, the Audit Com-
mittee of the Board of Directors, an independent
auditor, the Control and Audit Department and
the Internal Audit Department.

The Rosneft internal control system covers all
areas of the Company activities and is aimed at
improving the management effectiveness, as
well as ensuring reliability of operations and their
transparency to the management and sharehold-
ers. The main objectives of the system include:

e protection of the Company resources and
reputation;

e ensuring reliability of reporting and an ade-
guate assessment of the state of the Compa-
ny business;

e ensuring compliance with the existing legisla-
tion and corporate regulations;

e ensuring compliance with financial accounting
rules.

In accordance with the requirements of the FCSM
Code of Corporate Governance and the Compa-
ny own Corporate Governance Code, Rosneft has
dedicated divisions responsible for internal con-
trol over finances and operations of the Compa-
ny and timely reporting all the violations discov-
ered to the Audit Committee of the Board of Di-
rectors — the Control and Audit Department and
the Internal Audit Department.

The main responsibilities of the Control
and Audit Department include:

e development of internal control procedures
and creation of a unified system of control
over finances and operations in divisions, rep-
resentative offices and subsidiaries of Ros-
neft (in cooperation with the Audit Committee
and executive bodies of the Company];

e conducing comprehensive and random audits
of operations and financial activities of Com-
pany divisions, representative offices and sub-
sidiaries with the involvement of relevant spe-
cialists, members of auditing commissions
and members of control and audit divisions;

e ensuring proper and timely execution of deci-
sions of the Board of Directors, Management
Board and President of the Company, review
of requests from subsidiaries and structural
divisions on issues falling under the respon-
sibility of the Control and Audit Department,
and control over implementation of the deci-
sions made;

e appraisal, categorization, and minimization of
potential risks associated with the Company
operations;

e cooperation with the Audit Committee and
providing it with information regarding the
state of internal controls in the Company;

e procedural and methodological support of au-
dit commissions and control and audit divi-
sions of the subsidiaries.

The Control and Audit Department is subordinate
to the Board of Directors immediately and/or
through the Board Audit Committee. The findings
of audits are presented to the Company President
for review. The existing scheme of Department
subordination to the Audit Committee and execu-
tive bodies of the Company ensures sufficient in-
dependence for fulfilling the Department objec-
tives and conforms to international standards and
best practices in the field of internal audit.
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The main responsibilities of the Internal Audit
Department include:

e providing the Board of Directors and Com-
pany management with reliable information
about Company risks and the effectiveness
of the corporate governance system, includ-
ing the risk management system and inter-
nal controls;

e providing analysis and advice to the relevant
Company bodies with regard to implementa-
tion of procedures ensuring legal compliance,
control over preparation of financial accounts
to ensure their accuracy, and improvement
of the effectiveness of corporate governance
and business processes.

The Internal Audit Department is subordinate to
the respective Vice President and accountable
to the Board of Directors and its Auditing Com-
mittee, the Company President and the Manage-
ment Board.

Information transparency

Rosneft discloses information according to its
commitments set forth in the Corporate Gover-
nance Code and the Code of Business Ethics.

The disclosure process and content are gov-
erned by requirements of the Federal Law on
the Securities Market and the Federal Law on
Joint Stock Companies; the Regulation on Dis-
closure by Securities Issuers, approved by the
Order of the Federal Financial Markets Service
dated October 10, 2006 No.06-117/pz-n; re-
guirements of the stock exchanges where the
Company shares are listed; Rosneft own Regu-
lation on Information Policy, and other regula-
tory acts.

Rosneft stakeholder communication system is
aimed at maintaining the reputation of a reliable
and effective company, a recognized leader of
the Russian oil and gas market with an active so-
cial attitude.
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Rosneft views its information policy as a set of
disclosure measures aimed at providing share-
holders and other stakeholders with the infor-
mation on the Company that they need for mak-
ing informed and balanced decisions. The policy
is aimed at ensuring free and easy stakeholder
access to such information. The main principles
of the Rosneft information policy include regular-
ity, timeliness, accessibility, accuracy, complete-
ness, balance, and objectivity.

Rosneft informs its stakeholders about:

e corporate development strategy, major
achievements, as well as goals and objectives
set for future periods;

e corporate governance system and corporate
culture;

e activities in the field of sustainability;

e material facts and events, management struc-
ture, as well as financial and operational per-
formance.

One of the most effective disclosure channels is
the Rosneft website, where the Charter and in-
ternal regulations, annual and quarterly reports,
financial statements, sustainability reports, as
well as other information on all material facts
and Company performance is freely available to
all stakeholders.

Since 2005, Rosneft publishes annual reports
presenting Key results of the Company activities
in the respective year and future plans. For the
third year in a row the Company publishes a Sus-
tainability Report.

In 2008, the Company continued to hold regu-
lar meetings with minority shareholders, where
issues concerning shareholder rights, dividend
and information policy of Rosneft, corporate gov-
ernance system of joint-stock companies, and
other aspects of company law were discussed
in detail.
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Rosneft in the Standard & Poor Transparency
and Disclosure Survey

According to the Standard & Poor survey Transparency and Disclosure by Russian Com-
panies 2008, Rosneft was scored the best among oil and gas companies and rose to the
second paosition in the overall ranking (compared to the 10th position in 2007).

The survey involved a comparison of disclosure practices of 90 largest Russian companies
based on the analysis of three major sources of public information: annual reports, \Web-
based disclosures, and public regulatory reporting. The analysis was focused on three ma-
jor components, including: ownership structure and shareholder rights; financial and oper-
ational information; and Board and management structure and process. According to the
study, Rosneft transparency score was 78%, while the average score for all companies in-
cluded in the survey was 56%.

Rosneft got a special mention in the survey - the analysts noted that since its IPO in 2006,
the Company had been improving its transparency for the second year in a row. Accord-
ing to Standard & Poor, the Company annual report had become much more informative,
disclosure of the ownership structure had improved, and Rosneft published its audited fi-
nancial accounts before the end of April.

Rosneft sustainability report 2008
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As a part of its interaction with institutional inves-
tors and analysts, Rosneft held regular presenta-
tions of its US GAAP financial statements, as well
as meetings in Russia and in the world largest fi-
nancial centers, and conference calls.

In 2008 the Company significantly reduced the
lag between the end of a reporting period and the
publication date of respective financial statements
(consolidated US GAAP financial accounts for 2008
were published on March 4, 2009, a month earli-
er than in the previous year). Rosneft will work to
further reduce the lag in the future.

The management of Rosneft and its subsidiaries
maintains continuous contact with representatives
of both federal and regional media, ensuring wide
media coverage of the Company and maintaining its
positive public image of a major participant of the
national and international oil and gas markets.

A significant body of information on the Company
operations and social activities is communicated to

Corporate culture

Rosneft corporate culture is based on the Compa-
ny mission, values, philosophy and vision, set forth
by the Code of Business Ethics.

The Company works to maintain and further im-
prove a high level of corporate culture and pro-
mote its corporate ideals throughout its subsidiar-
ies and enterprises.

Internal Communications

The Company considers a system of internal com-
munications an important component of its corpo-
rate culture. It is the Division of Corporate Culture
that is responsible for formation of corporate cul-
ture and an effective system of internal communi-
cations.
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stakeholders by means of corporate media, includ-
ing: «Rosneft. Vestnik Hompanii» [Rosneft. Com-
pany Bulletin] and «Rosneft. Nauchno-Tehnicheskiy
Vestniky» [Rosneft. Scientific and Technical Bulletin]
magasines, as well as «Neftyanoi Hurier» [The Oil
Courier] and «Aktsioner» [The Shareholder] news-
papers.

Roundtable meeting with stakeholders held in the
Company regions of operations also contribute to
the enhancement of the Rosneft transparency.

Rosneft makes efforts to protect confidential in-
formation, considering this an important condi-
tion of maintaining corporate stability and com-
petitiveness.

The goals of creation and development of the
Rosneft system of internal communications in-
clude:

e creating an integrated communication space of
the Company;

¢ building the Company reputation as a socially re-
sponsible employer;

¢ fostering corporate loyalty of the staff;
* maintaining a high level of corporate culture.
The objectives of the system include:

e planning and implementation of actions aimed
at building and strengthening the Company rep-
utation among its employees;
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e creation and further development of a system al-
lowing employees to provide feedback to the man-
agement of the Company and its subsidiaries.

In order to achieve the established goals, the
Rosneft Division of Corporate Culture:

e conducts surveys, monitoring and analysis of
the state of corporate culture in the Company;

e ensures the implementation of the Code of Busi-
ness Ethics, oversees the Code implementation
system, and carries out ethical management
within the Company;

e participates in the development and implementa-
tion of corporate non-monetary motivation pro-
grams;

¢ maintains and develops a corporate museum
in order to facilitate study and preservation of
the history of the Company and oil sector as a
whole, and to reflect Company activities in the
field of research and development, environmen-
tal and social policy, as well as charity;

® ensures communication of necessary informa-
tion to the Company personnel;

e creates and maintains an employee — manage-
ment feedback system.

The Company relies on the following instruments
of internal communications:

® corporate media;

¢ information stands;

* meetings with labor collectives;
e employee opinion surveys;

e feedback boxes, corporate telephone line and e-
mail address;

e personal reception of employees by the man-
agement.

In Company subsidiaries, meetings of top manag-
ers with employees to discuss significant issues of
the day are held on a regular basis.

Code of Business Ethics

In 2008, Rosneft adopted a Code of Business
Ethics, a comprehensive document that both de-
fined general values and principles, and included
detailed provisions and procedures to regulate
employee conduct in specific situation. In partic-
ular, the document sets forth basic beliefs of the
Company, including its mission, vision of the fu-
ture, and corporate values.

According to the Code, employees responsibili-
ties include, in particular, good performance of
their work duties, compliance with corporate
rules and standards, improvement of profession-
al skills and qualities etc. The document also de-
fines Company obligations to its employees, in-
cluding, in particular, ensuring stable and decent
salaries, as well as an appropriate level of oc-
cupational health and safety, and providing so-
cial security and medical assistance within the
framework of corporate programs etc.

The code defines the rules of professional con-
duct intended to prevent negative effects of con-
flicts of interest by eliminating any possibility
of such a conflict. The code also prohibits any in-
appropriate use of inside information.

As regards customer relations, the Code urges
employees to interact with customers on the ba-
sis of long-term cooperation, mutual benefit, re-
spect, trust, integrity and fairness.

The Code of Business Ethics contains the state-
ment of Rosneft corporate citizenship: «The Com-
pany considers corporate social responsibility an
important component of interaction with state
authorities, business and society.

Rosneft Oil Company adheres to a policy of
high social responsibility to its employees and
their family members, the residents of regions
where the Company operates, and to the soci-
ety at large.
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In 2009, it is planned to implement a program
aimed at the introduction of the Code provisions in-
to the Company practices. The program includes
the following components:

® an awareness program to communicate the val-
ues and principles set forth by the Code;

e creation of the corporate ethics infrastructure
including channels for employee-management
feedback;
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development of corporate regulations and in-
struments in the field of business ethics, includ-
ing procedures of interaction between partici-
pants of the Code implementation system, and
an employee grievance procedure;

monitoring of the performance of a corporate
ethical system.
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«Diagnostic survey of corporate culture, internal communications,
and employee satisfaction in Rosneft»

A diagnostic survey conducted in 2008 demonstrated positive results of Rosneft activi-
ties in the field of corporate culture, internal communications, and HR policy.

The objectives of the study were to evaluate the level of employee satisfaction with their
work, and to identify characteristic features of organizational culture and internal com-
munications within the Company and its subsidiaries. About 13 thousand employees rep-
resenting 36 subsidiaries participated in the survey. The study involved a questionnaire
survey, interviews, and focus group meetings.

Most survey participants described the Company as a «supercompany», «stabley
and «reliable», with 86% of the employees being proud of working for Rosneft.

Among Company strengths they mentioned a high professional level of its managers
and the fact that decisions made by the Company are usually well thought off.

Most survey participants appreciated the opportunities stemming from the Company HR
policy. More than half of the employees believed that the Company provided them with
good opportunities for upgrading their skills, training, and professional growth.

More than 60% of those surveyed noted that the Company cares cabout them, providing
a necessary set of social benefits and paying attention to occupational health and safety.
The employees noted improvements in working conditions, positive changes in the state
of workplaces and amenity rooms, more energetic actions to improve occupational and
environmental safety.

The activities planned on the basis of the survey results included a set of measures to
promote uniform understanding of the Company development priorities and to more ac-
tively inform employees about such topics as the significance of activities, achievements
and prospects of their companies to the whole Rosneft business, planned changes, as
well as the tactics and strategy of Rosneft development.
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B HSE Policy and Management

| Air pollution

Water Consumption and Impact on \Water Bodies

Waste Management and Land Protection

" Health, Safety, and Accident Prevention

Hey HSE Performance Indicators

Rosneft relies on the principle of the priority of employees
life and health over operational performance and recog-

nizes the impact of its operations on the environment.
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HSE Policy and Management

Development of an integrated
management system

Rosneft relies on the principle of the priority of
employees life and health over operational perfor-
mance and recognizes the impact of its operations
on the environment.

Company activities in the field of health, safety and
environment (HSE) are guided by the corporate
HSE Policy based on I1SO 14001:2004 and OHSAS
18001:2007 standards.

The HSE objectives of the Company include:

e continuous improvement of the state of industri-
al safety, occupational health and safety (OHS),
and the environment;

e continuous reduction of occupational injury rate,
accident rate, and environmental impacts of op-
erations;
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e achievement of the occupational and environ-
mental safety level comparable to the one of
the world leading oil companies;

¢ minimization of impacts of newly commis-
sioned facilities on the environment and the
personnel.

In order to facilitate further improvement of the
Company HSE management system, in 2008
Rosneft developed a number of corporate stan-
dards, which:

¢ defined responsibilities of Company managers
and specialists in the fields of industrial and fire
safety, OHS, environmental protection, as well
as emergency preparedness and response;

e detailed Company requirements to contractors
and lessees;

e determined requirements concerning elabo-
ration of objectives and programs within the
framework of the integrated management sys-
tem, as well as monitoring and review of their
implementation etc.

In 2008, Bureau Veritas Certification, a certi-
fying organization, assured that the Company in-
troduced, documented, and was maintaining and
continuously improving its integrated HSE man-
agement system (HSE IMS), conforming to the re-
quirements of the international standards. The au-
ditors formulated recommmendations on the further
improvement of the system. In order to implement
these recommendations, the Company developed
an action plan for the improvement of HSE IMS for
2008-2008.

In 2008, the Company energetically worked on the
integration of newly acquired assets and service
companies into the overall HSE management sys-
tem. Internal audits were carried out in 14 sub-
sidiary companies, and 157 non-conformances to
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the international standards were identified. 118 of
them have been already corrected, and the Com-
pany works to remediate the remaining ones.

In order to ensure compliance with the applica-
ble OHS requirements, in 2008 Rosneft conduct-
ed 22 comprehensive audits of its subsidiary com-
panies, while subsidiaries themselves undertook
more than 23 thousand OHS inspections. The re-
sults revealed an insufficient level of OHS perfor-
mance in some companies including, in particular,
a low share of non-conformances corrected after
being identifies and repeated discovery of non-con-
formances identified earlier. Based on the 2008
results, about five thousand employees faced dis-
ciplinary actions and were deprived of bonuses for

failing to comply with the OHS requirements. At the
same time, more than 1200 employees were re-
warded for their contribution to OHS activities.

In 2008, 69 Directors General of the subsid-
iaries, 313 heads and deputy heads of Rosneft
divisions, and 157 employees, responsible for
maintaining the integrated management system
in their divisions, received short-term and mid-
term skill upgrading training in the field of HSE
IMS. More than 1200 managers and specialists
were trained in various areas of environmental
protection. Special skill upgrading trainings were
organized for 32 employees responsible for com-
pliance with the European Community REACH
regulation governing registration, evaluation and

In 2008, Huibyshev Refinery, a Rosneft subsidiary, was declared a winner of two national con-
tests — Leader of Environmental Protection Activities in Russia 2008 (for the second straight
year) and Best Environmental Project of the Year.
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authorization of chemicals for the marketing and
use, and intended to ensure a high level of envi-
ronmental and health protection.

In environmental impact assessment of its new
projects, the Company considers stakeholders
views and organizes public hearings. In March
2008, the Company organized public hearings
in Tarko-Sale on the potential environmental im-
pacts of the proposed construction of a boost-
er compressor station and a temporary under-
ground gas storage at the Hharampurskoye field
operated by RN-Purneftegas. In April 2008 in
Nakhodka, public hearings were held to discuss
a project of the construction of a refinery near
the city. The proposed refinery was associated
with the Eastern Siberia — Pacific Ocean pipeline
currently being constructed, and a future marine
oil terminal in the Hozmino bay.

ROSNEFT HSE EXPENDITURES, RUB MILLION

OHS expenses

Capital investments in environmental protection
Operational expenses on environmental protection
Environmental pollution fines

Environmental pollution fees

HSE Expenditures

In 2008, Rosneft substantially increased its spend-
ing on procurement, construction, and re-con-
struction of environmental protection facilities and
equipment; in particular, the respective spending
in oil production operations grew almost three-fold.
Operational expenses associated with environmen-
tal protection activities increased four-fold. Envi-
ronmental pollution fees also increased, but this
reflected an increase in the scale of the Compa-
ny operations. At the same time the Company de-
creased the share of payments associated with
exceedance of established standards in the total
amount of environmental fees.

In 2008, regulatory environmental authorities im-
posed on the Company subsidiaries fines totaling
about RUB 30 million (with almost RUB 29 million
being imposed on oil production subsidiaries).

2006 2007 2008
710 1946 1861
1205 1114 2846
795 2700 4604
17 20 30
357 183 306

Automatic air quality monitoring station and information

displays in Tuapse.

By 2010, it is planned to install four automatic air quality monitoring stations in the city. The first
station was installed in 2008 near the Tuapse Refinery. Monitoring results will be presented in
real time on an electronic information display to be installed near the station. It is expected that
the monitoring data will help city residents understand that vehicle traffic contributes to the air
pollution much more than the industries. It is planned that the second display to present the da-
ta from the three remaining stations will be installed in the center of the city.
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Air pollution

In 2008, the overall hazardous emissions of
Rosneft amounted to 897.2 kt, or 28% more
than in the previous year. This was a result of
acquisition of major new assets in the middle
of 2007.

TOTAL POLLUTANT EMISSIONS BY SECTOR

Total pollutant emission, Kt
oil production

oil refining

gas processing
marketing

service subsidiaries

TOTAL HAZARDOUS EMISSIONS BY POLLUTANT

Total hazardous emissions, Kt
including:

solid

including:

solid fuel ash

gaseous and liquid

including:

sulphur dioxide

carbon oxide

nitrogen oxides

hydrocarbons (excl. VOC)
volatile organic compounds (VOC)

benzo(a)pyrene

At the Company level, a significant increase in emis-
sions of sulphur dioxide and volatile organic com-
pounds took place as a result of substantial expan-
sion of Rosneft refining operation after acquisition
of five major refineries in 2007.

2006 2007 2008
1059,9 697,77 897,02
1041,05 682,90 756,94
10,50 7,25 115,96

9,57
8,24 7,627 11,35

3,20
2006 2007 2008
1 058,79 697,77 897,2
80,68" 49,47 50,4
5,07 5,83 0.00
979,11” 648,29 844,47
10,84" 11,43 75,15
722,17 452,60 492,89
15,817 12,26 22,08
170,39” 115,49 115,76
60,35" 56,14 155,22

v
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Emissions from oil production

Oil production operations are responsible for the
largest share of the Company pollutant emissions
- 84%. In the course of the recent restructuring
aimed at optimizing Company operations, some en-
vironmental facilities and emission sources were
transferred to newly created subsidiaries — ser-
vice companies (RN-Service, RN-Burenie, RN-Ener-
go etc.). Therefore it would be incorrect to direct-
ly compare the 2007 and 2008 emission data for
oil production companies.

Specific emissions from oil production operations,
taking into account newly created service compa-
nies, decreased insignificantly. At the same time,
the share of sulphur dioxide in total emissions in-
creased as a result of changes in the compaosition
of extracted associated petroleum gas.

In order to reduce pollutant emission from ail
production operations, in 2008 the Company
took measures in the following areas:

e increasing associated petroleum gas (APG) utili-
zation rate by using it for Company own needs;

e reconstruction of pressurized and low-pressure
gas pipelines;

e survey of gas pipeline sections by means of pit
sampling, and their major repairs, when nec-
essary;

e adjustment of burners, boilers, furnaces, etc.;

e repairing tanks, cleaning and painting them with
reflective paint;

® air quality monitoring etc.

APG flaring is the largest source of pollutant emis-
sions of the Company. In order to increase APG
utilization rate, Rosneft has developed and is im-
plementing a Company-wide Gas Program (see the
2006 and 2007 Sustainability Reports for more
details of the Program). Despite the economic
downturn at the end of 2008, the main goals and
objectives of the Program remained unchanged.
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The objectives of the Rosneft Gas Program for
2008 - 2012 include:

¢ increase in the APG utilization rate at each Com-
pany license area to 95% by 2011, in order to
eliminate the risk of license withdrawal;

* increase in natural gas production at the gas
and gas condensate fields operated by the Com-
pany to 27.4 bscm per year by 2012;

® increase in gas production to 48 bscm per year
by 2015 and to 55 bscm per year by 2020.

In 2008, Rosneft oil and gas production subsid-
iaries took a number of actions aimed at increas-
ing the APG utilization rate, including:

¢ increasing the use of APG for electricity gener-
ation;

¢ installation of gas-fired oil preheaters;
¢ using APG in ail treatment units;

e switching of heating systems of oilfield offices
and living quarters to APG.

In 2008, the APG utilization rate in Rosneft subsid-
iaries reached 62.9%, or 1.9 percentage points
more than the target established for the year
(B61%).

Increase in APG utilization allows not only to re-
duce its flaring, but also to substitute other types
of fossil fuel, thus contributing to greenhouse gas
emissions reduction. In some cases such projects
cannot be cost effective if implemented by Rosneft
alone, and the Company attracts additional fund-
ing using flexibility mechanisms of the Hyoto Proto-
col. Agreements with the World Bank and Carbon
Trade & Finance company allow Rosneft to imple-
ment the following projects:

e construction of a booster compressor station
at the Homsomolskoye field operated by RN-
Purneftegas and a gas pipeline, which will al-
low to deliver the gas produced to the Gasprom
field pipeline network;
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creation of a temporaty underground gas stor- er Center will allow to not only fulfill the needs of
age at the Hharampurskoye field operated by all the Rosneft operations in the area, but also
RN-Purneftegas by injecting recovered APG into to sell excess power to external customers.

il K it;
a Cilamansky gas deposit; So far the Company has not completed an inven-

the use of APG from the Hhasyreiskoye field tory of its total greenhouse gas emissions, but
operated by RN-Severnaya Neft for generating  consultations regarding methodology of assess-
electricity at the Hhasyreisky Power Center (ca-  ing direct emissions are being conducted at the
pacity 33 MW). Creation of Company own Pow-  moment.

Energy efficiency

In 2006 through 2008, the implementation of the Rosneft energy saving program saved
the Company 1508 million kWh of power, 624 thousand GJ of heat, and 92.2 tce (tons
of coal equivalent) of boiler and furnace fuel. Of this amount, 657 million kWh, 346 thou-
sand GJ and 42.6 tce were saved in 2008.
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Emissions in Oil Refining and Marketing

In 2008, both total and specific pollutant emis-
sions from Rosneft refining operations increased,
since a number of new refineries acquired in
2007 and usually characterized by higher spe-
cific emissions were included in the Company re-
porting. At the same time, a number of mea-
sures implemented by the Company at the Hom-
somolsk, Tuapse, Achinsk, Novokuibyshevsk,
and Syzran refineries and Angarsk Petrochemi-
cal Company in 2008 allowed to reduce specific
emissions of these enterprises.

In oil refining and marketing, emissions re-
duction is achieved by reconstruction of tank
farms, upgrade of equipment, and optimization
of petroleum products loading/unloading pro-
cesses. A substantial contribution to reducing
emissions will be made by reconstruction of the
Company refineries.

Reconstruction of the Tuapse Refinery

In 2008, Rosneft implemented a number of proj-
ects aimed at the improvement of environmen-
tal safety of its products. Most projects involved
upgrading Company refineries and enhancing
their efficiency, at the same time being aimed at
switching to the production of motor fuel com-
pliant with Euro 3, Euro 4, and Euro 5 stan-
dards. Currently Rosneft plans an upgrade of
the Achinsk Refinery, which will enable the plant
to produce Euro 3 and Euro 4 fuels. In 2008-
2012, it is planned to carry out a reconstruc-
tion of the Homsomolsk Refinery, wich is already
capable of producing Euro 5 diesel fuel and Eu-
ro 2 gasoline.

Reconstruction of the Tuapse Refinery started by
the Company will allow the enterprise to produce
Euro 3 and Euro 4 motor fuel by 2012, and Eu-
ro 5 fuel - by 2014.

In 2008, Rosneft completed preparation of an upgrade program for the Tuapse Refinery, involv-
ing reconstruction of existing and construction of new process units, and embarked on the imple-

mentation of the program.

In particular, the construction of a new crude ail distillation unit was started in 2008. Commission-
ing of the unit will increase refinery throughput to 12 mmt of oil per year.

The refinery upgrade will involve bringing the refinery environmental performance in compliance
with the international standards: emissions of hydrocarbon gases within 0.6 kg/ton (the interna-
tional standard — 1.1 kg/ton) and wastewater treatment to 0.05 mg/I (the international stan-

dard - 0.3 mg/]I).
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Integrated approach toward reducing emissions of refineries

At Angarsk Petrochemical Company, 14 oil and petroleum product tanks were equipped
with highly efficient aluminum floating pontoon roofs. Open-type pumps were replaced with
sealed ones, the second stages of reconstruction of the sulfuric acid production unit and
of modernization of the sealed gasaline filling unit were completed; at the biological treat-
ment plant, overflow weir combs were installed at the secondary settling tanks, and aera-
tion system of activated sludge tanks was replaced. Reconstruction of three cooling tow-
ers was completed. As a result of this measures, specific emissions of the enterprise
were reduced from 3.19 to 2.94 kg/ton.

At the Huibyshev Refinery in 2008, floating roofs were installed at oil and petroleum prod-
uct tanks, and combustion of excessive gaseous fuel at a combined heat and power plant
was introduced. A project involving switching of the heat and power plant from fuel oil to
natural gas is being implemented at the refinery.

Rosneft sustainability report 2008
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Water Consumption and Impact on \Water Bodies

Water consumption of Rosneft operations in-
creased both in absolute terms (mainly due to the
acquisition of new assets), and in specific terms in
the oil production sector — as a result of peculiari-
ties of the oil fields developed during the reporting
period. Specific water consumption in marketing
continued to decrease as a result of a number of
actions, such as installation of systems for storm-
water runoff collection and treatment, and intro-
duction of water recycling at car washes.

VOLUME OF RECYCLED AND REUSED WATER,
MSCM

1500000 1433672
1200000
900000
800000
Taoooon | 323046 393 997
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Water is typically reused in oil production to help
maintain reservoir pressure, while water recycling
is practiced mainly in cooling systems of refining
and gas processing plants.

WATER CONSUMPTION, MISCM

Water consumption from all sources, total
including:

oil production

refining

gas processing

marketing

service subsidiaries
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By far the largest source of wastewater discharged
to water bodies by Rosneft (98%] is refining opera-
tions (in 2007 - 63%). Almost all water discharged
by refineries to surface water bodies after treat-
ment does not comply with the established water
quality standards and should be considered pollut-
ed. Therefore the Company has to pay for these
discharges in accordance with the existing legisla-
tion. More than half of all wastewater discharged
by refineries through their treatment facilities (more
than B0 mscm) comes from external sources — oth-
er organizations or municipal systems. In order to
address the issue of discharging wastewater non-
compliant with the established sanitary standards,
the Novokuibyshevsk, Huibyshev, and Syzran refin-
eries in 2008 reviewed additional water treatment
options and designed additional treatment facilities.
The reconstruction program of the Tuapse Refinery
provides for complete reconstruction of the waste-
water treatment facilities to be started in 2009.

Despite the increase in total wastewater discharge
by the Company, a number of subsidiaries, includ-
ing RN-Purneftegas, RN-Hrasnodarneftegas, RN-
Severnaya Neft, RN-Yuganskneftegas, Syzran Re-
finery, and Tuapse Refinery, were able to reduce
their polluted wastewater discharges as a result of
commissioning new treatment facilities.

2006 2007 2008
141,6 144,4 256,5
136,1 138,7 181,7
4,2 4,5 68,2
4,2
1,3 1,2 1,7
07
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WASTEWATER DISCHARGE TO SURFACE WATER BODIES, THOUSAND M3

2006 2007 2008
Total wastewater discharge to surface water bodies, thousand m3 7086 6825 113 332
including:
oil production 1575 1098 922
refining 3933 4321 110 843
gas processing —
marketing 1578 1405 1567
service subsidiares —
including:
treated to a standard level 3308 2833 3507
polluted 3778 3992 108 825

In order to reduce adverse impact on water re- tions included, in particular, construction and
sources, Rosneft oil production subsidiaries took  commissioning of biological water treatment fa-
actions both within the framework of the Com- cilities, as well as installation of oil traps and ail
pany-wide Environmental Program and as a part  booms at small rivers and streams.

of their own environmental initiatives. These ac-
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Tuapse Environmental Program

As a result of many decades of refining operations, as well as oil and petroleum product
storage and handling, a large area of soil and groundwater contaminated with petroleum
products has formed at the Tuapse River mouth. The Company, authorities and local com-
munity all view preventing further spread of this contamination and pollution of river water
as a priority objective. In order to accomplish this objective a protective drainage system
was created. In May 2008, an action plan to clean the Tuapse River from contaminated
soil and sediment was finalized and approved. Measures aimed at decontaminating the Tu-
apse River floodplain were included in the Action Plan on Bringing the Environmental Per-
formance of RN-Tuapse Refinery and RN-Tuapsenefteproduct in Compliance with the Inter-
national Standards, approved by the Rosneft President in February, 2008.

The Company subsidiaries carry out geo-ecological monitoring to evaluate the effective-
ness of the drainage system and decontamination efforts. According to the monitoring da-
ta, subsail oil accumulations have been contained and significantly reduced. The amount of
petroleum products extracted in 2008 decreased almost seven times compared to 2007.
In addition to drainage system, a number of other measures, including replacing under-
ground process pipelines with surface ones, upgrading equipment of RN-Tuapsenefteprod-
uct, elimination of unused sludge reservoirs at the Tuapse Refinery etc., also contributed
to this result.
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Waste Management and Land Protection

In 2008, the Company paid significant attention to
processing of oil-containing waste and managed to
increase the overall recovery rate of such waste.

In 2008, Rosneft efforts to reduce waste gener-
ation and the amount of waste accumulated in-
cluded the following actions:

completion of the construction of an industrial
waste landfill near well pad No.212 of the Priob-
skoye field operated by RN-Yuganskneftegas;

commissioning of an oil-contaminated waste
processing unit at the industrial waste landfill
of the Yuzhno-Surgutskoye field operated by RN-
Yuganskneftegas;

design and survey works for industrial waste
landfills at the Hiniaminskoye field operated by
RN-Yuganskneftegas and for Samaraneftegas;

installation of a thermal desorption unit for
waste treatment at the Vankor ol field;

WASTE MANAGEMENT, TONS

Waste stored at the beginning of the year

including oil sludge

Generated during the year,

including oil sludge

Recovered during the year,

including oil sludge

Decontaminated at the Company facilities

including oil sludge

Transferred to third-party organizations,

including oil sludge

\Waste stored at the end of the year

including oil sludge

e completion of the construction of industrial and
household waste landfill at the Tarasovskoye
field operated by RN-Purneftegas;

e procurement of a tire recycling unit for RN-
Purneftegas;

® design and survey works for an industrial waste
landfill for RN-Stavropolneftegas;

e completion of the construction of a sludge res-
ervoir and a temporary scrap metal storage
site at the Igolsko-Talovoye field operated by
Tomskneft;

e repair of an oil sludge processing unit at Sa-
maraneftegas;

e commissioning of a waste landfill and wastewa-
ter treatment facilities at RN-Severnaya Neft.

At the same time a major increase in oil refining op-
erations resulted in significant growth of waste gen-
eration in 2008 compared to the previous year.

2006 2007 2008
23566927 2318947 2742566
80 642" 92544,33° 341555
1147517 545231 1 585 821
21 702" 74 963" 83 790
93 g28” 85 001 598 154
4816" 3225 28 323
31 782”7 07 856 209 237
5326" 13 697 3018
3555877 401 172 718 716
7133”7 68 348 29 071

2318 847 2 347 285 2389 194
92 545‘/ 102 934 372 663
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In order to address such issues as processing of
oil-containing and drilling waste, and extraction
and recovery of petroleum products from con-
taminated wastewater in a more effective man-
ner, a special development program for RN-Ser-
vice, a service subsidiary, was elaborated. Spe-
cial environmental service divisions were created
in regional branches of RN-Service and then con-
solidated under Samarskaya ServiceEcologiya
subsidiary.

DISTURBED LANDS AND THEIR RECLAMATION,

Area of disturbed lands at the beginning of the year, ha
incl. contaminated

Area of disturbed lands at the end of the year, ha

incl. contaminated

Land reclamation during the year, ha

incl. contaminated

Since the beginning of 2008, the area of Ros-
neft disturbed land increased by more than 7
thousand hectares as a result of acquisition
of new oil production companies. Therefore, in
2008 the Company was unable to offset the in-
crease in the total area of disturbed and con-
taminated lands by its land reclamation activi-
ties. A total of 569.4 ha of oil-contaminated land
were reclaimed in 2008, with RN-Yuganskneft-
egas, Grozneftegas, and Tomskneft accounting
for the largest share. In addition, 53 mud pits
were reclaimed in 2008. Plans for 2009 pro-
vide for reclamation of almost 800 ha of oil-con-
taminated lands, with the companies mentioned
above being responsible for decontaminating the
largest share again.

In order to protect sensitive environment of the

part of the Ob River floodplain, where Priobskoye
field operated by RN-Yuganskneftegas is located,
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in 2008 the construction of an industrial waste
landfill was completed. In 2006, a corporate
standard Procedure of Conducting Operations
within the License Area of the Priobsky Gil and
Gas Region was introduced in RN-Yugansknefte-
gas. The standard establishes limitations on op-
erations within the area and responsibilities for
compliance with its requirements.

Despite the Company efforts aimed at pipeline
monitoring, repair, replacement, and corrosion

HA

2006 2007 2008
10083,25 12 040,48 17 927,89
1 568,01 1 351,96 2 111,97
12 040,48 17 927.88 21 074,52
1 339,00 1 250,96 1 889,89
3 833,52 1 208,44 2 983,75
614,60 517.03 568.4

inhibition, 2008 saw a dramatic increase in the
number of non-reportable pipeline ruptures com-
pared to the previous year. The main factor of
this increase was the acquisition of new oil pro-
ducing companies in 2007, which were first in-
cluded in the Company reporting in 2008.

In order to address this issue, the Company ad-
opted the Pipeline Reliability Improvement Pro-
gram for 2009-2013. The Program provides for
reconstruction or repair of more than 5700 km
of pipelines, as well as diagnostics and industrial
safety inspection of 26 thousand km to be con-
ducted during this period. The annual amount of
pig cleaning works will increase from 3295 km
of pipelines in 20089 to 5690 km in 2013, while
the amount of corrosion inhibition works will in-
crease from 4566 km to 8556 Km per year
respectively. (The total length of Rosneft pipe-
lines at the end of 2008 was 51 727 km, with
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PIPELINE RUPTURES AND SPILLS

15000 14 293
12000
9000
6000 5752
73000 3170 3986 4110 gogg
- ol @
2006 2007 2008
Number of pipeline ruptures’
. Oil and petroleum products spilled as a result

of pipeline ruptures, tons

' Pipeline ruptures, which may potentially lead to environmental pollution,
including ruptures of ail, gas, and water pipelines.

F‘W

39 410 km of this amount being active.) The
program is expected to result in the reduction of
pipeline rupture rate from 0.3B65 ruptures per
km in 2008 to 0.218 ruptures per km in 2013.
To complement the Company-wide program, sub-
sidiaries undertake additional measures to im-
prove pipeline reliability, financing them from
their own budgets. For example, RN-Purneftegas
uses both program funds and its own budget to
carry out pipeline diagnostics and diving inspec-
tions at water body crossings, major repairs and
replacement of ruptured or leaking pipeline sec-
tions, monitoring of pipeline functioning, and cor-
rosion inhibition.

Samaraneftrgas corrosion inhibition program

Samaganeftegas, a Company subsidiary, implements a corrosion inhibition program to re-
duce the pipeline rupture rate in its oil-gathering network. A specific feature of the pro-
gram is that payments to the contractors are contingent on their meeting the contractual
obligation to reduce the rupture rate at the sections processed by 30% compared to the
previous year. As a result, in 2008 the rupture rate throughout the company decreased
by 12%, while at certain processed pipeline sections it decreased two-fold and more (com-
pared to the previous year). Similar programs are implemented by RN-Stavropolneftegas
and Udmurtneft, also operating branched small-diameter pipelines, which can be effective-

ly protected by means of corrosion inhibition.
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Health, Safety, and Accident Prevention

Occupational Health and Safety

Occupational injury prevention efforts made by
the Company in 2008 allowed do reduce the to-
tal number of injuries by 17.8% compared to
2007. Despite an increase in the total Compa-
ny headcount, the number of work-related fatal-
ities decreased three times, the number of inju-
ries associated with group accidents decreased
two times, the number of injuries associated
with road accidents decreased more than four
times. The main causes of work-related injuries
in 2008 included poor organization of works
(30% of cases) and personal negligence (22%
of cases).

Since occupational injuries in contractor organi-
zation remained a significant issue, the Company
developed and introduced a standard witch de-

In 2008, Rosneft continued workplace assess-
ment with regard to working conditions and was
taking actions to ensure workplace safety. As
the Company restructures its operations, cre-
ates new or reconstructs existing facilities, new
workplaces are created, which are then includ-
ed in assessment schedules.

The Company carries out workplace assess-
ment in a staged manner; 82% of the work-
places had been assessed by the end of the re-
porting period.

Ensuring Fire Safety and Emergency
Response

Rosneft has a system of emergency prevention
and response, which is a part of the Unified
State System of Emergency Prevention and Re-

HEY INDICATORS OF ROSNEFT OHS PERFORMANCE

Number of work-related fatalities
Number of occupational injuries
Occupational injury rate (cases per 200 thousand hours)

Occupational injury rate (cases per million hours)

fined requirements to contractors and lessees
with regard to industrial and fire safety, occupa-
tional health and safety, and the environment.

In 2008, the Company adopted a standard re-
garding provision of employees with personal pro-
tective equipment (PPE), based on the experience
of Company's operations in various regions, and
taking into account employees suggestions.

B8 Rosneft sustainability report 2008

2006 2007 2008
7 15 5

40 62 55
0,068 0,065 0,045
0,340 0,327" 0,226

sponse (see the 2006 Sustainability Report for
more details on the system).

In 2008, 283 exercises and trainings (com-
pared to 114 in 2007) were held in the Com-
pany in order to improve preparedness for acci-
dents, fires and oil spills, and to develop practical
skills of emergency response. Almost 23 thou-
sand employees were involved in these events.
In 2008, RN-Yuganskneftegas, RN-Severnaya
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Ty

Neft and Tomskneft, in accordance with their
accidental spill elimination plans, created re-
sponse teams and early warning systems.

ACCIDENTS AT ROSNEFT FACILITIES

Total number of accidents

incl. with environmental consequences

In 2008, there were six accidents at Rosneft in-

dustrial facilities.

2006

2007 2008
1 S]
1 0
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Hey HSE Performance Indicators

HEY HSE PERFORMANCE INDICATORS

2006 2007 2008
Total pollutant emissions into the air, kt 1060 698 897
Associated petroleum gas utilization rate, % 59 60,8/ 62,9
Total wastewater discharge to surface water bodies, mscm 7,08 6,82 113,3
Number of pipeline ruptures 3170 4110 14 293
OHS and industrial safety expenses, USD million 27 72,9 78.9
Environmental expenses, USD million 74 87.5‘/ 299,7

Emergencies

During the reporting period, two emergencies associated with the Company operations took
place (one of technogenic and one of natural origin).

In January 2008 in Purpe settlement of Yamalo-Nenets Autonomous Area a tank car containing
about 60 tons of gas condensate was derailed and damaged; condensate was spilled. As a re-
sult, an emergency threatening the lives of personnel occurred.

The accident was promptly eliminated: the site was cordoned off and the personnel was evacuat-
ed, remaining condensate was pumped from the damaged car, and the area was cleaned up. The
cause of the accident was human factor: incorrect execution of shunting operations.

In July 2008, after a heavy rain, a section of a channel was disrupted within the Tuapse Refinery
industrial site. As a result, some premises were flooded, including several industrial buildings,
central plant laboratory, health post, and amenity rooms.

Refinery operations were suspended for one day to eliminate the consequences of the accident.
The accident was a result of insufficient preparedness of the refinery infrastructure for compli-
cated weather conditions. Based on of the accident analysis, measures to improve the reliability
of operations under unfavorable weather conditions were elaborated.
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Training at Belokamenka floating terminal

In 2008, an emergency response training was conducted at Belokamenka FSO (Floating
Storage and Offloading) vessel. For the forth year in a row Rosneft have been providing a
base and all necessary support for this annual exercise.

The exercise scenario involved a number of accidents and emergencies, including a hole in
the hull, petroleum product spill, man overboard, explosion and fire onboard, and a threat
of a terrorist attack.

Permanently acnchored in the Hola Bay since February 2004, Belokamenka serves
as an oil transhipment terminal for more than four years. The capacity of the oil
tanks is about 408 thousand m3.

«We must be sure that the teminal handling our oil is prepared for emergency response, »
says Mikhail Stavsky, Rosneft Vice President. «The main priority is protecting the environ-
mental safety of the regiony.

While the crew fights fire onboards, several tugs tow away the tanker that «collided» with
Belokamenka. Other vessels create a water curtain between the tanker and the terminal.
Two smaller fireboats discharge water to cool down the terminal boards. Helicopter ar-
rives and rescues man overboard. The «fire» has been extinguished, two crew members
«burned and injured» during the «accident» have been evacuated to shore, the «oil spilly
and its consequences have been succesfully eliminated.

About 300 individuals participated in the exercise, which provided an opportunity for a

number of Russian agencies, including the Ministry of Internal Affairs, Ministry of Emer-
gencies, and Minsitry of Transport, to practice interaction between them.
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SECTION 6

SOCIETY

B Support and Development of Social Infrastructure
of the Regions of Operations

Supporting Indigenous Communities of the North
Charitable and Sponsorship Activities

" Hey Society Performance Indicators

Rosneft is interested in socio-economic development of its regions of
operations and the country as a whole, believing that a high level of
their development is a Key factor of a long-term sustainable develop-

ment of the Company itself.

Rosneft sustainability report 2008 73



SECTION 6. SOCIETY

Rosneft is interested in socio-economic develop-
ment of its regions of operations and the coun-
try as a whole, believing that a high level of their
development is a key factor of a long-term sus-
tainable development of the Company itself. The
Company is one of the largest national taxpay-
ers, and the largest single taxpayer in some Rus-
sian regions.

In its regions of operations, the Company seeks
to achieve and maintain a status of the best em-
ployer and the best partner both in its business
operations and in partnership with state, non-
governmental, and educational institutions.
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Rosneft social activities in its regions of opera-
tions involve two main areas:

e support and development of social infrastruc-
ture of the regions of operations within the
framework of socio-economic partnership
agreements with regional governments;

e charitable and sponsorship activities.

In 2008, Rosneft spent about RUB 3 billion on
both the development of social infrastructure
within the framework of regional socio-econom-
ic partnership agreements and charitable ac-
tivities.

|
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A modern stadium was opened in Achinsk

A modern stadium called Neftianik [The Gil Industry Worker] was opened in the Privokzal-
ny District of Achninsk on September 5, 2008. The overall area of the stadium is 12 thou-
sand m2. Rosneft became the largest investor of the RUB 18 million project. All construc-
tion works were completed within three months.

The stadium has a mini football field, a basketball and a volleyball courts, a long jump
court, and small-scale facilities for general fithess exercises. There are also stands acco-
modating 540 spectators. Many residents of the Privokzalny District are employees of the
Achinsk Refinery, a Rosneft subsidiary.

RN-Purneftegas and RN-Nakhodkanefteproduct received awards of the 7th All-Russian Contest
«Russian Organization with a High Social Performance». RN-Purneftegas was declared a winner
in the category Implementation of Social Programs, while RN-Nakhodkanefteproduct was ranked
third in the Charity category. The contest has been conducted under the auspices of the Minis-
try of Economic Development in order to facilitate the dissemination of experience of social activ-
ities among Russian companies and organizations.
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Support and Development of Social Infrastructure
of the Regions of Operations

Rosneft contributes to maintenance and devel-
opment of social infrastructure of its regions of
operations on the basis of socio-economic part-
nership agreements with regional governments.
In turn, these agreements are elaborated on the
basis of a Rosneft corporate standard - Proce-
dure of Preparing and Concluding Cooperation
Agreements with Regional Governments. The
agreements define mutual commitments of a re-
gion and the Company and, in particular, provide
for supplying the region with oil and gas at com-
petitive prices, development of the infrastruc-
ture of towns and settlements, construction of
roads, schools, health care institutions, cultural
and sports facilities, and financing other social
projects in the Company regions of operations.

At the end of 2008, the Company had coopera-
tion agreements with the governments of Hhan-
ty-Mansi and Yamalo-Nenets Autonomous Areas,
Homi, Adygea, Habardino-Balkaria, and Udmur-
tia Republics, and Hamchatka, Primoriye, Za-

baikaliye, Hrasnoyarsk, Hrasnodar, Stavropol,
Sakhalin, Magadan, Irkutsk, Orel, Lipetsk, No-
vosibirsk and Samara Regions. In some areas of
operations, additional requirements to the Com-
pany social policy are defined by terms and con-
ditions of license agreements on subsurface re-
source use.

In 2008, the Company spending on financing the
infrastructure of its regions of operations with-
in the framework of socio-economic partner-
ship agreements with regional governments was
RUB 2.3 billion, or RUB 576 million less than in
2007. This decrease was mainly a result of the
economic downturn in the second half of 2008.

A substantial share of the total funding for social
projects provided by the Company is spent on the
projects implemented in such regions as Hhanty-
Mansi Autonomous Area, Yamalo-Nenets Auton-
omous Area, Sakhalin Region, Hrasnoyarsk Re-
gion, Hrasnodar Region etc.

SPENDING WITHIN THE FRAMEWORHK OF SOCIO-ECONOMIC PARTNERSHIP AGREEMENTS

WITH REGIONAL GOVERNMENTS, RUB MILLION

Spending Category

Pre-school institutions

Schools

Cultural facilities

Sports facilities

Health care institutions

Restoration of cultural heritage (churches, mosques etc.)
Small indigenous peoples of the North

Other

Total
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18,6
120,8
542
387.2
44,1
18,5
111,8
1059
2300
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Overall, in 2008 Rosneft participated in the fi-
nancing of construction, repair, reconstruction
and equipping of 18 pre-school facilities, 24
schools, 28 cultural facilities and 10 sports fa-
cilities, as well as 15 health care institutions
and 9 temples.

The communities with a Rosneft subsidiary be-
ing the main employer are of particularly high
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priority to the Company. In the town of Nefte-
yugansk (Hhanty-Mansi Autonomous Area), the
Company finances the construction of a park
and leisure zone with an indoor swimming poaol,
landscaping activities, road surfacing, as well
as the construction of sports grounds and chil-
dren playgrounds. Also, an ethnic cultural cen-
ter is being constructed in the community of
Pyt-Yakh.
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Supporting Indigenous Communities
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An important area of the Company social activi-
ties in its regions of operations is protecting liveli-
hoods and lifestyle of indigenous minority peoples
of the North.

The Company bases its approach toward indige-
nous peoples on the following principles:

® the need for maintaining and developing favor-
able socio-economic conditions for life and ac-
tivities of indigenous minority peoples of the
North;

e mutually beneficial cooperation between the
Company and indigenous family communities;

of the North

e preservation and development of traditional live-
lihoods, crafts, and modes of life;

e respect for national traditions and preservation
of unique identities of indigenous peoples.

In 2008, Rosneft spent almost RUB 112 million on
financial assistance to associations, non-commer-
cial organizations and family communities of indige-
nous minority peoples of the North.

Among the activities aimed at supporting indige-
nous minority peoples, the largest single project fi-
nanced in 2008 was providing assistance to the
community of Hharampur village - the total amount
of funding was RUB 38 million.

SPENDING ON ASSISTANCE TO INDIGENOUS MINORITY PEOPLES OF THE NORTH BY CATEGORY,

RUB MILLION

Assistance category
Housing construction
Construction or repair of social facilities
Construction or repair of infrastructure

Providing inventory and equipment

Preservation of traditional culture, health improvement programs

Total
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2006 2007 2008
16,5 4,4 4,29
41,31 69,72 36,17
24,27 2,5 18,76
39,24 44,75 40,34
11,33 17,1 15,32
132,67 138.47 114,89
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Rosneft cooperation with small indigenous peoples of the North

There are 82 families (317 individuals) representing indigenous minority peoples of the North
among those residing within the area of operations of RN-Yuganskneftegas. The company an-
nually concludes agreements with these families on the use of their lands of residence for pro-
duction operations. The residents themselves decide how to use the funds due to them ac-
cording to the agreements, while the Company undertakes to purchase and deliver the goods
and equipment requested by the indigenous residents.

In 2008, RN-Yuganskneftegas spent RUB 28 million on providing assistance to indigenous
communities; in particular, the funds were spent on providing fuel and lubricants, snowmo-
biles, outboard mators, and chainsaws.

Representatives of a number of indigenous minority peoples, including the Enevks, the Selk-
ups, and the Hets, reside in Turukhansk District of Hrasnoyarsk Region, where Vankorneft,
an oil production subsidiary of Rosneft, carries out its operations. The company interacts with
the local residents on the basis of the Turukhansky District Social Infrastructure Development

(Continued on pg. 80)
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Program till 2010, which is a part of the partnership agreement of Rosneft with the govern-
ment of Hrasnoyarsk Region.

In 2008 within the framework of the Infrastructure Development Program, Rosneft spent
more than RUB 8 million for the design and reconstruction of an orphanage building in the vil-
lage of Bor; RUB 5 million for the design and reconstruction of a building for a sports center
with a swimming pool in the village of Turukhansk; and RUB 1 million for a local history, culture
and nature museum in the same village.

Charitable and Sponsorship activities

Charitable activities are a key component of the  pagNEFT CHARITABLE SPENDING IN 2008
Rosneft social policy. The Company charitable activ- gy CATEGORY, RUB MILLION.

ities are based on the corporate Regulation on Pro-
viding Charitable, Financial, and Sponsor Aid and

corporate criteria for providing charitable funding.
22,40 29,84

_ 56,28
The overall amount of charity spending is defined 3,13
within the framework of a Company annual busi-

ness plan. Decisions on providing charitable fund- 95,80

ing to particular recipients are made either by the
Rosneft Management Board of by authorized bod- .
ies of Company subsidiaries (management boards,
supervisory boards etc.) on the basis of the ap-

proved budget. Providing funding to a for-profit or- 7888
ganization cannot be considered a charitable do- 25'19140 0467
nation.
Health care
In 2008, Rosneft spent on charity RUB 618 mil- B Education and science
lion, or 28% less than in 2007 (RUB 860 million).  NEMEEEE Sports
Decrease in the charity spending was a result of S  Culture
the general reduction in Company investments Pre-school institutions
caused by the economic downturn and completion Aid to veterans and those with disabilities
of a number of large charitable projects in 2007. Charitable and non-governmental organizations,

humanitarian aid

Restoration of cultural heritage (churches,
mosques etc.)

Small indigenous peoples of the North

Regional, district, and municipal authorities

Other
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Hey society performance indicators

HEY SOCIETY PERFORMANCE INDICATORS

2006 2007
Tax payments to budgets of all levels, including export tax, 18 670 28 828
USD million (USD GAAP)
Dividends paid, including minority dividends paid by subsidiaries, 499 536
USD million (USD GAAP)
Cost of social programs, including social investments and charity 279,1 557,2
in the regions of operations, USD million (RAS)
including expenses under regional cooperation agreements, 45,8 112,5
USD million (RAS)
including charity, USD million (RAS) 10,6 33,6

Criteria for providing charitable funding by the Company

2008
38 720

538

484,9.

92,5

24,9

Criteria for providing charitable aid to Company employees and their family members:

e applicant level of income;

e applicant family composition;

e period of applicant service with the Company and his or her professional achievements;

e reason for applying for charitable aid (disease, natural disaster etc.).

Criteria for providing charitable aid to the Company regions of operations:

® the existence of a cooperation agreement with the respective region, mutual obligations of

the parties under the agreement;

e the existence of a mutually agreed program for the use of charitable funds;

e availability of reporting materials on the proper use of charitable funds.

Criteria for providing charitable aid to organization, institutions, and foundations for imple-

menting particular projects:

e social significance of the project proposed with Company priorities taken into account;

e the existence of a charity donation contract with a project budget approved by the Company;

¢ availability of reporting materials on the proper use of charitable funds.
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EMPLOYEES

Bl Creating Conditions for Productive Work
Personnel Recruitment and Motivation
Personnel Development and Training

Hey HR performance indicators

An important Rosneft objective in the field of HR management
Is to ensure the balance between achieving corporate goals

and meeting employees personal needs.
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An important Rosneft objective in the field of HR man-
agement is to ensure the balance between achiev-
ing corporate goals and meeting employees person-
al needs.

The main areas of the Company HR activities
include:

e creating conditions for productive work;
e recruitment and motivation of personnel;
¢ development and training of personnel.

Such important topics as approaches towards im-
proving occupational health and safety and building
corporate culture are addressed in detail in Health,
Safety and Environment and Corporate Governance
sections of this Report respectively.

As of December 31, 2008, the Company togeth-
er with its subsidiaries, as consolidated according
to the RAS reporting boundaries, employed 170
872 people. The number of personnel employed by
the companies that were included in the central-
ized business planning (CBP) boundary was 134
610 at the end of 2008, with the average full-time
employees number in 2008 being 114 288.

Like previous years, the largest share of person-
nel (25.9%) was employed in oil production. How-
ever, this value, similarly to the percentages of
those employed in marketing (18.7%) and refin-
ing (16.4%) decreased as a result of transferring
some employees to newly created service compa-
nies. 23.9% of the total Company personnel were
employed by specialized service companies, 11.6%
- in other services, 2.5% - in research divisions
and other subsidiaries. 1% of the personnel works
at the Company headquarters. The staff turnover
in the reporting period was 10.6%. In 2008, he
average age of Company employees was 41; 12%
of the employees held managerial positions.

Rosneft carries out a planned optimization of its
headcount, viewing it as an activity aimed at inte-
grating new assets and ensuring continuous im-
provement of the efficiency of operations. The Com-
pany generally relies on «softy optimization meth-
ods, which allow to avoid direct layoffs. The main
approach used is voluntary planned retirement with
appropriate retirement benefits and corporate pen-
sion coverage. Other optimization methods include
spinning off some non-core assets and cutting cer-
tain positions, including managerial ones, in exces-
sively staffed divisions.

Creating Conditions for Productive Work

Rosneft focuses its activities aimed at creating con-
ditions for productive work on the following areas:
e engagement with labor collectives;

e improvement of working conditions;

e promotion of a healthy lifestyle;

® pension coverage;

® housing program.
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Engagement with Labor Collectives

Rosneft actively cooperates with labor unions,
which are active in most Company subsidiaries
and represent more than half of employees. The
main areas of cooperation include ensuring safe
and comfortable working conditions and a decent
salary level, providing social benefits to employ-
ees, elaborating and concluding collective agree-
ments etc.

Most Company subsidiaries have collective agree-
ments between employees and management,
which establish mutual obligations of the parties
with regard to ensuring stable and reliable oper-
ations, as well as maintaining conditions for safe
and effective work of personnel. Collective agree-
ments also define a list of social benefits and pay-
ments available to employees and approaches
toward distributing them. At the end of 2008,
83.7% of the total Company personnel were cov-
ered by collective agreements.

(Fore more details on collective agreements and
activities of labor union organizations at the Com-
pany enterprises see Social Partnership section of
the 2006 Sustainable Development Report.)

Improvement of Working Conditions

The Company pays particular attention to ensuring
optimal work and leisure conditions of its employ-
ees, and reducing staff illness and injury rates.

In 2008, the Company spent RUB 5 434 million on
the improvement of the work-related social infra-
structure, including, in particular, construction and
renovation of shift camps, construction and reno-
vation of other social and amenity facilities etc.

The condition of shift camps and their develop-
ment are of particular importance to the Company,
which has 27 thousand employees involved in rota-
tional work arrangements (in two shifts). In 2008,
the Company operated 62 shift camps.
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In 2008, the Company initiated a targeted pro-
gram aimed at bringing its rotational camps in line
with the respective corporate standard. During the
year, the Company spent RUB 544.9 million on the
program; it is expected that the total cost of the
program for the period 2008-2020 will amount to
RUB 15.3 billion. In 2009, Rosneft plans to invest
RUB 5 billion in the improvement of working condi-
tions and work-related social infrastructure.

Overall, renovation activities were carried out at
63 social or amenity facilities.

Promotion of a Healthy Lifestyle

Rosneft promotes and supports a healthy lifestyle
among its employees. The Company implements a
system of measures to protect the health and im-
prove professional longevity of its employees; gives
priority to disease prevention as a means of health

In 2008, a shift camp for 1 220 people was com-
pleted at the Vankorskoye field and the construc-
tion of four more new camps has been continued.
Also, a hotel with a cafe was completed at the Ig-
arka Airport, from where workers fly to Vankor-
skoye, and construction work began on a hostel-
type waiting building for air passengers who may
spend significant time awaiting transit.

Major renovation of six hostels for shift teams was
carried out (Tomskneft, RN-Purneftegas), and a
hostel for young professionals was constructed
(RN-Yuganskneftegas).
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protection; seeks to introduce innovative health
care and rehabilitation methods, and to improve
employee motivation for a healthy lifestyle.

The year 2008 saw a decrease in overall illness inci-
dence rate and injury-related lost day rate. Company
efforts aimed at ensuring good working conditions,
improving occupational health and safety, as well as
promoting sports and a healthy lifestyle all contribut-
ed to this result (for more details see Health, Safe-
ty and Accident Prevention section). Difficult work-
ing conditions in the past resulted in the onset of oc-
cupational diseases among veterans of the industry;
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LOST DAYS RATE AND OCCUPATIONAL DISEASES

Lost days rate (days of absence from work per 200 thousand hours)

Occupational diseases (first diagnosed)

these diseases are often diagnosed much later dur-
ing medical examinations.

The Company has a health program in place, the
main objective of which is to reduce overall illness
rate by 30% or to 43 cases per 100 employees
by 2012.

The program includes the following components:

e providing medical insurance to employees un-
der a voluntary medical insurance (VMI) ar-
rangements;

¢ financial coverage of additional health care ser-
vices;

e recreation services combined with health care;

e reimbursement of membership fees to fitness
groups and sports clubs;

e compulsory medical checkups, immunoprophy-
laxis of employees;

e promotion and facilitation of a healthy lifestyle.

In 2008, the Company spent on the program RUB

2006 2007 2008
3,35 5,89 3,56
0 7 44

978 million. The overall planned budget of the pro-
gram for 2009-2013 (with new assets included)
amounts to more than RUB 7 billion.

In September 2008, RN-Zdorovye, a new Rosneft
subsidiary, was created. The main objective of the
new company was to optimize the management of
Rosneft health care and other social facilities in or-
der to improve health services within the Compa-
ny. A total of 278 facilities are transferred to the
new subsidiary.

Development of sports programs

Supporting sports and health improvement pro-
grams for employees is an important component
of the corporate health program.

The Company finances:

® rentals of swimming pools and sports halls for
team sports;

e reimbursement of membership fees to fithess
groups and sports clubs;

e corporate competitions and sports events.

In 2008, more than 90 000 Rosneft employees took advantage of the collective voluntary
medical insurance (VMI). The respective Company expenses amounted to RUB 394.5 billion.

At the moment, the collective VMI program includes the full scope of ambulatory services,
general and specialized dentistry, scheduled and emergency hospitalization, as well as a range
of convalescent services. It is expected that by 2012 VM fees per employee will grow by 1.3

times.
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The Company pays significant attention to promaot-
ing regular exercises among the employees. More
than 1000 employees of RN-Purneftegas and RN-
Severnaya Neft attend swimming pools.

The Company also supports training of individual
athletes. Among its employees there are seven
Masters of Sports of International Class and 23
Masters of Sports, including champions of Russia,
Europe and the World, as well as award-winners of
the respective championships. In 2008, the Com-
pany spent RUB 6 million on supporting achieve-
ment-oriented sports. In November 2008, Yuri Sh-

tertser and Ivan Shchekotov, employees of Ros-
neft-Altainefteprodukt, became award-winners of
the 16th Veterans World Hettlebell Lifting Cham-
pionship.

Rosneft annual, multi-stage Amateur Sports Festi-
val (‘Spartakiada’) is an important corporate event,
which was held for the fourth time in 2008. The
Spartakiada includes competitions in eight sum-
mer sports (floorball or five-a-side football, basket-
ball, volleyball, table tennis, track-and-field, kettle-
bell lifting, chess and tug-of-war). The number of
Spartakiada participants has grown each year.

RN-Yuganskneftegas regularly organizes corporate Health Days between November and April,
which include, in particular, ski races with more than 2000 participants. More than 30% of the
company employees participate in three Spartakiadas (amateur sport festivals).
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The Fourth Rosneft Spartakiada

The finals of the Fourth Rosneft Spartakiada were held in Sochi in September 2008. More
than 500 athletes representing 14 teams of Rosneft subsidiaries (winners and runners-
up from the regional stages) took part in the event.

In 2008, more than 15 thousand of Rosneft employees participated in qualifying rounds
held at 66 subsidiaries. Then regional competitions were held in five Russian cities —
Hhabarovsk, Nefteyugansk, Angarsk, Samara, and Hrasnodar — with more than 1600
athletes grouped in 50 teams striving to make it to the finals. For comparison, only 380
athletes representing 24 teams participated in regional competitions of the First Rosneft
Spartakiada.

It was Rosneft-Hubannefteprodukt that became the 2008 Spartakiada winner, thus con-
firming its status of «the most sporting subsidiary» (the company also won the 2006 Spar-
takiada). Rosneft-Habardino-Balkarskaya Toplivnaya Hompaniya, the 2007 winner, won the
second prize, while Rosneft-Smolensknefteproduct took the third place.

(Continued on pg. 90)
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Most Spartakiada sports are team-oriented, including men and women running relays,
tug-of-war, as well as basketball, volleyball, and floorball tournaments. The event also in-
cludes individual sports: chess, table tennis, and kettlebell lifting.

At the Spartakiada finals, a floorball tournament among Rosneft managers was held. Par-
ticipating in the tournament were three teams representing three sectors of the Company
business - oil production, refining, and marketing — and comprised of top managers of re-
spective subsidiaries, and a team representing senior management of the Company head-
guarters. The headquarters team confidently won the tournament.

The Company management attaches great significance to Spartakiada: each year trophies
are presented to the winners by Sergey Bogdanchikov, President of Rosneft. In is planned
that 20 thousand employees will take part in the 2009 Spartakiada, and regional compe-

titions will be held in six cities.

Housing program

Rosneft implements a comprehensive program
aimed at providing housing for its employees. The
program includes the following means of achieving
this objective:

® Q3 corporate mortgage arrangements;

* housing construction;

e participation in the Federal Housing Program in
the Island of Sakhalin;

® providing corporate apartments to employees.

In 2008, Rosneft provided housing to more than
1000 employees families with the total area of

PROVIDING HOUSING TO ROSNEFT EMPLOYEES

Total families provided with housing
including:

through mortgage arrangements, families
through other programs, families

Company spending, RUB billion
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these apartments amounting to 64 thousand m2.
During the year, the Company spent RUB 1.86 bil-
lion on its housing programs.

In is planned to spend more than RUB 12 bil-
lion on the comprehensive housing program
in 2009-2013.

The Company has a corporate mortgage arrange-
ments for its employees, which involves an inter-
est-free loan worth 25-35% of the apartment
price and a long-term low-interest loan for the re-
mainder of the price provided by a partner bank.
The repayment period for the latter loan can be
up to 17 years and the annual interest rate is
8-10% (in rubles).

2006 2007 2008
827 1164 1010
645 945 663
182 219 347
1,0 1.8 1,9
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ROSNEFT MORTGAGE PROGRAM

HOUSING CONSTRUCTION
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In 2008, more than 650 Company employees im-
proved their housing conditions through the mort-
gage arrangements. (The terms and conditions
of the corporate mortgage arrangements are de-
scribed in detail in the 2006 Report.)

The Russian Federation is currently implement-
ing a national project «Affordable and Comfortable
Housing for Russian Citizens». Rosneft participates
in the project by financing residential construction
in the locations where housing is in short supply
and expensive - in Grozny and Gubkinsky.

Housing constructed by the Company is offered to
employees on a mortgage basis, or partly paid for
by the Company itself.

In 2008, Rosneft was involved in housing construc-
tion mainly in Grozny and Gubkinsky, where 157
people and 102 people respectively were provid-
ed with apartments. During the year, the Company
spent RUB 541 million and RUB 450 million on the
completion of residential buildings in these cities.

In Sakhalin Region, Rosneft has been actively par-
ticipating in the implementation of the Federal
Housing Program, aimed at the resettlement of
residents from dilapidated and hazardous housing
to new apartments. Since 2004, the Company has

been involved in a Program component which pro-
vides for construction of residential housing with
the total area of 36.1 thousand m2 in the city of
Okha and the settlement of Nogliki in 2004-2008.
The component with the total cost of more than
RUB 1.4 billion is financed by the Company on a
parity basis with the regional and municipal author-
ities; the overall Company contribution will amount
to RUB 706 million. Employees of RN-Sakhalinneft-
egas are expected to receive 322 apartments, or
65% of the housing built.

In 2008, Rosneft spent RUB 148 million; 43 em-
ployees of RN-Sakhalinneftegas were provided with
apartments in Okha and Nogliki.

In 2009, the Company plans to spend more than
RUB 537 million on its comprehensive housing
program and provide housing to 167 employees
families.

Pension Coverage

Rosneft maintains a corporate pension arrange-
ments for its employees, which is based on the
corporate standard On Occupational Pension Cov-
erage of Employees of Rosneft and its Subsidiaries.
It is expected that by 2011 the full pension of a re-
tired employee may reach up to 40% of his or her
pre-retirement salary.
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Pension coverage of Rosneft employees:

Pension coverage of Rosneft employees includes the following pension types:

® state retirement pension paid to all employees in accordance with the Russian legislation;

e corporate non-state) pension paid in addition to the state pension and funded by Company
contributions to the Neftegarant Non-State Pension Fund, which is instrumental in providing
non-state pension coverage of Rosneft employees. Most Company subsidiaries have
contracts with the Fund, which collectively encompass a total of more than 100 thousand
employees. In 2008, total contributions of Rosneft and its subsidiaries to the Neftegarant
Fund amounted to RUB 2.3 billion. 22 760 individuals (S 343 pensioners and 13 417
veterans) were paid non-state corporate pensions in 2008, with total pension payments
during the year amounting to RUB 367.6 million.

e personal non-state pension paid in addition to the two pension types listed above and funded
by employee voluntary contributions to the Neftegerant Fund. Employees participating in
this arrangements contribute a part of their salaries to the personal pension accounts with
the Fund. By the end of 2008, more than 18 000 employees had made personal pension
agreements with the fund for a total of more than RUB 130 million.

92  Rosneft sustainability report 2008



SECTION 7. EMPLOYEES

Personnel Recruitment and Motivation

Personnel Recruitment

Recruitment of new employees by Rosneft is based
on the existing corporate standards that require
receiving necessary approvals, assessment of per-
sonal and professional qualities according to corpo-
rate competencies, and other necessary selection
and approval procedures. The list of open vacan-
cies is available on the corporate website together
with candidate application forms.

Personnel Motivation System

Rosneft strives to create a remuneration sys-
tem attractive to its employees and motivating
them for continuous improvement of their work
performance.

Rosneft employee motivation system includes
the following components:

¢ providing competitive wages (for certain employee
categories — based on performance indicators);

e creation of a transparent reward system based
on key performance indicators;

e formation
package,
specialists;

of a competitive compensation
allowing to attract highly-qualified

¢ regular monitoring of financial aspects of the la-
bor market. Raising wages in accordance with
the trends in labor markets and Company ca-
pabilities;

e creation of a career planning system for em-
ployees;

¢ implementation of training programs;

e ntroduction of a continuous cycle of employee
work planning and performance evaluation: de-
fining objectives — accomplishment - evaluation
and feedback - identifying areas for improve-
ment — defining objectives for the next period.

In determining basic wage rates, the Company
relies on the monitoring data of the national la-
bor markets, as well as analysis of inflation in the
economy and purchasing power of the national
currency. The Company carries out regular moni-
toring and analysis of salary levels in all its regions
of operations and participates in numerous sec-
toral and regional remuneration and rewards sur-
veys, carried out by Ernst & Young, Mercer, Hay
Group etc.

As a rule, salaries paid by the Company subsidiar-
ies exceed average salaries in the respective re-
gions of operations. In 2008, the average month-
ly salary paid by the Company was RUB 34 998,
or by 9% more than in 2007. However, this figure
does not reflect the actual increase in the sala-
ry level, since most subsidiaries underwent major
structural changes during the reporting period,
which in turn resulted in changes in the remu-
neration structure. Real increase in salary level
at the Company subsidiaries in 2008 varied be-
tween 7 and 15%.

In 2008, Rosneft continued work on the unifi-
cation of positions and remuneration systems
across its subsidiaries (grading process). A pi-
lot project on the introduction of a grading sys-
tem was implemented at RN-Yuganskneftegas; in
the future the approach will be replicated at other
Company subsidiaries.

In 2008, key performance indicators (KPI) were
developed for managers of the Company headquar-
ters and of a number of subsidiaries.

The Company also developed and approved a new
corporate standard - On the Procedure of Pro-
motion and Increase in Salary of Company Em-
ployees. According to the standard, no promo-
tion or increase in salary can be made without
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TABLE. COMPARISON OF SALARIES IN ROSNEFT SUBSIDIARIES AND SIGNIFICANT REGIONS
OF OPERATIONS IN 2008, RUB.

Region of operaions

Altai Region
Archangelsk Region
Belgorod Region
Volgograd Region
Hrasnoyarsk Region

Harachay-Cherkess Re-
public

Homi Republic
Hrasnodar Region
Hrasnodar Region
Hrasnoyarsk Region
Lipetsk Region
Moscow City
Primorsky Region
Samara Region
Sakhalin Region
Hhabarovsk Region

Hhanty-Mansi Autono-
mous Area

Chechen Reublic

Yamalo-Nenets Autono-
mous Area

Subsidiary

OAD Rosneft — Altainefteproduct

000 RN - Archangelsknefteprodukt

OAQO Belgorodnefteprodukt
ZAQ Energoservis

OAD Achinsk Refinery

OAQ Rosneft -

Harachayevo-Cherkessknefteprodukt

000 RN - Severnaya Neft

000 RN - Hrasnodarneftegas
000 RN - Tuapse Refinery

ZAO Vankorneft

ZAO Lipetsknefteprodukt

OAO Rosneft - MZ Nefteprodukt
000 RN - Nakhodkanefteprodukt
OAO Samaraneftegas

000 Sakhalinmorneftegas

000 RN - Vostoknefteprodukt
000 RN - Yuganskneftegas

OAOQ Grozneftegas

000 RN Purneftegas

considering the results of evaluation carried out in
accordance with the corporate standard On Eval-

uation.

The Company provides to its employees a pack-
age of social payments and benefits going beyond
what is required by the Russian labor legislation.
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Average Average
salary salary
paid by in the region
the subsidiary (statistical
data)
12 977 9665
20 296 17 973
11 855 13 604
13 940 12 389
35 640 19 166
8818 9408
66 448 20 638
17 650 13 339
26 365 13 339
77 804 19 166
11 966 13617
30 720 30 109
28 232 16 867
33 499 14 497
46 400 30416
26 991 19 951
56 874 37 245
16 987 12 273
51 327 43 620

The package includes:

benefits provided within the framework of cor-
porate health protection programs: voluntary
medical coverage, as well as full or partial cov-
erage of recreation, health improvement, and
associated travel expenses for employees and
their children;
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e one-time monetary allowance in difficult situa-
tions to help cover extraordinary costs;

e one-time retirement allowance.

The exact scope and size of benefits may differ de-
pending on the economic position of the respective
subsidiary and the terms of collective agreements.
The total amount of benefits paid by the Company
in 2008 was RUB 3 767 million.

One of special benefits offered by the Company is
interest-free education loan, aimed to help employ-
ees and their children get higher education in Rus-
sian universities that have state accreditation. In
2008, the Company granted 174 education loans
totaling RUB 7 million.

Among motivational events held by the company
in 2008, the annual contest Best in Profession —
2008 is worth special mentioning.

Promotion and Evaluation Systems

Decisions regarding promotion or rotation of Ros-
neft employees, changes in their salary levels, in-
clusion in the Company Candidates Pool, sending
for training or recruitment are made with the re-
sults of employee evaluation taken into account,
and on the basis of the corporate standard On the
Procedure of Promation and Increase in Salary of
Company Employees.

The Company uses modern methods of evaluation
and development of business skills, which include
competency-based assessment centers (where
business games, interviews and various tests are
used), SHL testing etc.

In 2008, 783 Rosneft employees recommended
for the Candidates Pools were tested in the as-
sessment centers and received personalized rec-
ommendations for further development.

4 784 more employees underwent SHL testing with-
in the framework of various corporate procedures.

In addition, an annual business game for the best
young professionals of the Company was held.
256 employees participated in the game which
included both evaluation and training aspects.

In 2008, the Company completed a pilot project
on the assessment of technical competencies for
the Corporate Scientific Research Complex (six re-
search and design institutes) and oil production
subsidiaries (ten companies). As a result of the
project, a system of technical competencies and
evaluation instruments for the personnel involved
in core business processes of the upstream sec-
tor was developed.

An integrated [T-solution for the assessment and
improvement of the technical training level was de-
ployed. The development of a system of technical
competencies and evaluation instruments for the
Chief Geologist Service and the Chief Engineer Ser-
vice has started.

67 Rosneft subsidiaries introduced their corporate
standards On Employee Evaluation. At four Com-
pany subsidiaries operating in Samara Region au-
dits of preparatory procedures for the evaluation
were conducted. In August and September 2008,
the evaluation of 8911 employees (almost 56% of
the total number of personnel subject to the evalu-
ation) was carried out at Samaraneftegas. At the
Company headquarters, 191 employees received
an evaluation (compared to 56 in 2007).

The results were the following: 60% of those evalu-
ated were found «to meet the requirements for the
positiony, while 40% were found «to exceed the re-
guirementsy.

Employee evaluations at 67 Rosneft subsidiaries
are planned for 2008. It is expected that more
than 16 thousand employees, subject to the eval-
uation in 2009 in accordance with the RF Labor
Code and the approved evaluation schedule, will un-
dergo the procedure.
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Best in Profession — 2008

On August 26-27, 2008, a Company-wide contest of professional mastery, Best in Pro-
fession — 2008, was held in Samara.

In 2008, participating in the contest were 211 Company employees representing 57 pro-
duction, refining, and marketing subsidiaries operating in all seven federal districts of Rus-
sia. Competitions were held in 17 categories.

«The Company management attaches special significance to the contest, since it helps
evaluate the professional level of Company specialists, outline new development priorities,
disseminate best practices, strengthen corporate spirit, and increase prestige of the pro-
fessions,» explained Sergey Haraganov, Rosneft Vice President.

The contest challenges were designed to test both theoretical knowledge and practical
skills of the participants. Competitions were held at operational facilities. «Five production
facilities, three processing facilities, and a filling station were brought in line with the best
standards possible,» said Sergey Tsapa, Director of the Rosneft HSE Department and
Chairman of the Counting Commission. «Necessary repairs were made, roads were grad-
ed and paved, premises were renovated, new equipment was purchased». The contest
winners were presented with certificates for Chevrolet Niva cars. Second and third place
winners received monetary prizes and honorary diplomas.
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Candidates Pool

The Company Candidates Pool Program invaolves
systematic activities aimed at identifying the best
and most promising employees, providing appro-
priate training for them, and promoting them to
the Key executive positions.

The objectives of the Candidates Pool Program in-
clude:

e identification, retention and development of
valuable employees having a high development
potential;

¢ filling vacancies occurring at the Company using
its own human resources;

e fulfilling the employees need for non-monetary
incentives.

The Company Candidates Pool includes candidates
for executive positions of the 1st, the 2nd, and the
3rd |evel (for more details on the structure of the
Candidates Pool, see Rosneft Sustainability Re-
ports for 2006 and 2007).

In 2007, the Company formed a pool of candidates
for the 1St level executive positions and started
building a pool of candidates for the 2nd level posi-
tions. In 2008, the pool of candidates for the 1st
level positions was updated, and a pool of candi-
dates for the 2nd level executive positions at the
Company headquarters and the Key subsidiaries
was formed.

In 2007-2008, a total of 1764 specialists were
recommended for the Candidates Pool; based on
the assessment results, 1020 of them were in-
cluded in the Pool. At the end of 2008, the 1St lev-
el pool included 241 employees, the 2nd |evel pool
— 580 employees. In 2007-2008, 88 executives
were rotated at the Company, including 54 mem-
bers of the Candidates Pool.

It is planned to continue work on building the Com-
pany Candidates Pool in 2008.

Personnel Development and Training

Management of the Personnel Training
System

A priority objective of Rosneft is the creation of a
personnel training and development system aimed
at the improvement of professional, managerial,
and development skills of employees with the pur-
pose of ensuring sustainable leadership and fur-
ther growth of the Company capitalization.

Hey principles of development and training
of Rosneft personnel

¢ Proactiveness - development of employees
knowledge and skills on the basis of the future
needs stemming from the Company develop-
ment strategy.

¢ Continuity - continuous upgrading of knowledge
and skills and employee development using a va-
riety of training methods.

e Systematic approach - personnel development
is viewed as a system of actions closely asso-
ciated with HR planning, remuneration system,
performance management, and development of
corporate culture.

¢ Targeted and individualized approaches - prep-
aration of training courses and development
programs in accordance with the needs of the
respective target groups, elaboration of person-
al development plans for individual employees.

e Corporate spirit — training is based on the val-
ues and norms of corporate culture.
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e Efficiency — control over relationship between
resources used and the required quality of the
training and development programs.

e Quality — high standards of trainers profession-
alism, methods of course preparation and deliv-
ery, training equipment, organizational support
and practical orientation of training process;
wide use of information technologies in employ-
ee training and development.

In 2008, Rosneft successfully completed corpo-
rate training plan. 84.5 thousand person-cours-
es were conducted, and 70.3% of employees of
the Key subsidiaries received at least one train-
ing. The training types included:

e corporate managerial training - 2240 person-
courses;

e corporate technical training — 6218 person-
courses;

e compulsory and vocational training - 75 970
PEerson-courses.

During the year, the Company spent on employee
training RUB 469 million. The courses were deliv-
ered by both 43 Company training centers and ex-
ternal training providers selected on a tendering
basis. In 2008, training of employees included in
the Company Candidates Pool was conducted. 22
Pool members received training under the Cor-
porate MBA program; 434 person-courses were
conducted under various managerial training pro-
grams. The Corporate MBA training program was
developed jointly by Bodo Graduate School of Busi-
ness (Norway) and International School of Econom-
ics and Law of the Moscow State Institute of Inter-
national Relations.

Three programs of additional professional train-
ing were implemented jointly with Gubkin Rus-
sian State University of Oil and Gas. These pro-
grams include:

® specialist in engineering supervision and control
in well construction
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e economics and management at the enterprises
of oil and gas complex;

¢ oil and gas production.

A targeted training and internship program was orga-
nized for employees of Vankorneft. \Within the frame-
work of the program, 584 people received compulso-
ry and vocational training, while 196 people received
corporate technical and managerial training. Intern-
ships for 55 specialists were organized.

Within the framework of professional skill upgrad-
ing, a series of workshops and trainings for Compa-
ny specialists was carried out. The training topics in-
cluded: IFRS, management of land and property, hu-
man resource management, pension reform etc.

In 2008, the Company continued the implementa-
tion of so called «mirror training» program for spe-
cialists representing economic and operational di-
visions and subsidiaries. The Program has been
designed in such a way as to provide economic
specialists with basic knowledge of industry-specif-
ic technologies and operations, at the same time
training technical specialists in the basics of econo-
my and management. The program is implemented
jointly with the Gubkin Russian State University of
Oil and Gas. The Gubkin University also provides a
base for additional professional training programs
aimed at Company employees. In 2008, 56 people
were trained under three such programs.

Rosneft pays significant attention to the develop-
ment of its own infrastructure — reconstruction and
development of training centers, creation of grounds
for practical trainings and exercises. In 2008, new
equipment was installed at training centers of RN-
Purneftegas and Grozneft, training classrooms of
RN-Severnaya Neft based at Usinsk Technical Col-
lege, and a number of other training premises. In
addition to traditional classroom training, the Com-
pany uses distance training. Distance training sys-
tems allows every Company employee who has a
computer at his or her workplace to receive inter-
active training in real time.
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Creation of a research, training and design complex in Hrasnoyarsk

A comprehensive cooperation agreement for 2008 - 2013 was signed between Rosneft,
the Council of the Administration of Hrasnoyarsk Region, the Federal Education Agency,
and the Siberian Federal University (SFU). In particular, the agreement provides for the
creation of a research, training and design complex in Eastern Siberia for training special-
ists in oil and gas sector.

According to the document, the complex will be deployed in two stages:

e st stage - construction of a training and laboratory building for the Oil and Gas Insti-
tute of the SFU. The building will be used for training university students and postgrad-
uate students with a view to meeting Company needs in qualified specialists. (Comple-
tion date — August 2010);

e 2nd stage — construction of Rosneft training and design center, which will host, in par-
ticular, research laboratories and other facilities of the HrasnoyarskNIPIneft research
and design institute, as well as training premises of the Company Regional Training Cen-
ter. (Completion date — August 2011).

All organizational arrangements necessary for commencing the work were made in De-
cember, 2008.

Rosneft sustainability report 2008
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«School-University-Company» Continuous
Training System

The Company views selection and recruitment of
highly qualified employees as one of its priorities.
Preparation of Company future specialists starts
outside its premises, at high schools and profes-
sional training institutions. Therefore the Company
supports schools, universities, and vocational train-
ing centers in all its major regions of operations.

Since 2005, Rosneft develops the «School - Uni-
versity — Company» continuous training project.
The project is aimed at attracting well-educated
and skKilled youth through a pre-university training
system in maintained cooperation with specialized
higher education institutions.

Selection and career orientation of promising young
people begins at the high schoal level through the
system of Rosneft Classes. School students are
selected for the classes after completing the Sth
grade. (For more details on the system of Rosneft
Classes see Rosneft Sustainable Development Re-
ports for 2006 and 2007).

In 2008, the Company supported 43 Rosneft
Classes in 23 cities and 13 regions of opera-
tions, with a total number of students exceeding
1100, and spent RUB 51.5 million on the proj-
ect. 366 students graduated from the classes in
2008, 22% of them - with honors. 98% of the
graduates were admitted to universities; about
950% of them chose specialties related to the ail
and gas sector. In 2008, new Rosneft Classes
were opened in schools of Nalchik, Strezhevoy,
Izhevsk, Hrasnoyarsk, and Homsomolsk-on-Amur.
In 2008, Company plans to open five more Ros-
neft Classes in Nakhodka, Igarka, Boguchany, Ig-
ra, and Strezhevoy.

In 2008, the Company HR Department acquired
and distributed 510 personal access cards for the
School Club educational portal run by 000 HM-
Obrazovaniye. The cards were used to reward stu-
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dents of 10th grade Rosneft Classes who actively
participated in school life, academic competitions,
contests, scientific and practical conferences
etc., and to provide them with access to addition-
al educational resources. The resources available
through the portal include electronic lessons, tu-
tors, and trainings, as well as interactive encyclo-
pedias and books.

Partnership with Universities

The Company has in place a system of partnership
with universities, which is aimed at the accomplish-
ment of the following objectives of the corporate
HR policy:

e ensuring an inflow of high-qualified university
graduates for filling positions at the Company
subsidiaries;

e skill upgrading and retraining of Company spe-
cialists, using capacity and training infrastruc-
ture of the higher education sector.

Rosneft maintains its relationships with partner
universities on the basis of partnership agree-
ments, which provide for mutually beneficial coop-
eration. In 2008, the Company concluded partner-
ship agreements with two federal-level universities,
including the Higher School of Management at the
Saint Petersburg State University and the Siberi-
an Federal University. At present the Company has
seven partner universities at the federal level and
21 partner universities at the regional level. In the
reporting year, the Company spent RUB 88.9
million within the framework of its partnership
with universities.

The Company organizes annual Rosneft Days and
other career orientation events in its partner uni-
versities. In 2008, 25 Rosneft Days were held
and attended by some 3800 high school and uni-
versity students. Based on the results of these
events, 3080 students were selected for practi-
cal training at the Company premises. About SO0
university graduates who received a positive eval-
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uation after practical training with the Company
were recruited by Rosneft and its subsidiaries in
the reporting period. In 2008, 235 graduates of
Rosneft Classes graduated from universities. 30
of them continued their training under masters
and postgraduate programs, and 39 graduates
were recruited by Rosneft.

In 2008, the Company spent RUB 27.4 million on
funding Rosneft base department at the Interna-
tional School of Economics and Law at the Moscow
State Institute of International Relations - Global
Energy Policy and Energy Security Department -
and on its participation in the Board of Trustees of
the Institute.

In accordance with the existing agreements, part-
ner universities provide training, re-training and
skills upgrading of Rosneft specialists. The Compa-
ny, in turn, provides charitable aid to the universi-
ties and finances corporate stipends and person-
al grants paid to the best students and teachers
respectively. In 2008, Rosneft financed 293 cor-
porate stipends for the best students, with 55 of
them funded by the Company headquarters. Ros-
neft corporate personal grants, worth RUB 100
thousand each, were provided to 15 teachers of
the partner universities in the reporting year.

Rosneft provides charitable aid to the partner
universities on the basis of the respective agree-
ments. In 2008, The Company provided charita-
ble funding totaling more than RUB 17 million to
the Faculty of Geology of the Moscow State Uni-
versity and the Moscow Institute of Physics and
Technology.

Work with Young Professionals

Working with young professionals is one of the
priorities of Rosneft HR policy. As of January 1,
20089, 2 613 Rosneft employees had the status of
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Rosneft Partner Universities

Graduate School

of Management at the
Saint Petersburg State

Saint Petersburg Q) University

Plekhanov

Saint Petersburg
State Mining Univrsity

O Gubkin Russian State University.  Moscow
of Qil and Gas
O Faculty of Geology of the Lamonosov
Moscow State University
O International Institute
of Energy Policy and Diplomacy
O Moscow Institute of Physics
and Technology

) Samara
Huban Staté ® South Russia State Technical
Uni it State-Technical University o
niversity University
of Technology e ® \/olgograd

State Technical University
North Caucasus e
State Technical
University

e Millionshchikov Grozny State
Petroleum Institute

® Dagestan
State Technical University

O Federal
® Regional
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e Archangelsk
State Technical
University

e Ukhta
State Technical University

e Udmurt State University

Bashkir State University
Ufaé Ufa State

Petroleum ® Tyumen State Oil
Teehnological and Gas University
University

Tomsk e
Polyteehnical
University



Siberian
State University
of Technology

Krasnoyarsk
Siberian Federal
University

Angarsk State Academy
o of Technology
® |rkutsk
Polytechnical
University
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® Homsomolsk-On-Amur
State Technical University

® Sakhalin
State University

® Far Eastern
State Technical University
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young professional, with 800 of them recruited in
2008. During the year, the Company spent RUB
43.5 million on its young professionals program.

The work with young professionals newly em-
ployed by the Company is carried out on in a sys-
tematic manner and is based a number of cor-
porate standards, such as On Young Profession-
als, On Mentorship, On the Young Professionals
Council, and On Science and Technology Confer-
ences of Young Professionals.

The Company pays particular attention to foster-
ing scientific and engineering creativity of young
professionals. The number of young profession-
als participating in corporate Science and Tech-
nology Conferences (STC) has grown each year.
In 2008, a three-stage arrangements of young
professionals STCs was introduced. At the first
stage, 458 young professionals representing 46
subsidiaries participated in regional conferenc-
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es. Then 295 winners of regional conferences
took part in the first Cluster Science and Tech-
nology Conference (CSTC), and 117 winners
of the latter were selected for the final stage
- the third Inter-Regional Science and Technolo-
gy Conference (IRSTC). All CSTC and IRSTC win-
ners were awarded valuable presents and mone-
tary prizes. 33 best works selected at the IRSTC
were recommended for practical implementation
in Company operations.

Rosneft representatives traditionally participate
in the annual contest of research and develop-
ment projects, conducted by the RF Ministry of
Industry and Fuel among young professionals of
the fuel and energy sector. In 2008, 106 young
professionals representing 41 Rosneft subsid-
iaries, with 25 of them recognized as winners.

In 2008, the Company further developed such
HR policy instruments as mentorship and young
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professionals councils. In the first days of em-
ployment, each young professional is assigned
a mentor who helps the new employee to adapt
to the working environment and guides his or
her professional development. At present, about
700 Rosneft employees serve as mentors of
young professionals. In order to improve the ef-
fectiveness of corporate mentorship, the Com-
pany maintains a motivation and training pro-
gram for mentors. As a monetary incentive, all

mentors receive mentorship bonuses in addition
to their salaries.

The Company has 44 Young Professionals Coun-
cils actively working in its subsidiaries. The coun-
cils organize corporate Science and Technology
Conferences and corporate image events at uni-
versities, as well as joint activities with students
of Rosneft Classes and partner universities, and
with veterans of labor.

Hey HR performance indicators

HEY HR PERFORMANCE INDICATORS

Average full-time employees, thousand

Wages and social benefits provided to personnel,
USD million (US GAAP)

Sacial payments and benefits to personnel,
USD million (RAS)

Expenses on work-related social infrastructure,
USD million (RAS)

2006 2007 2008
74 106 114

851 2060 2651
38,7 83,5 151,5
58 155 218,6
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SECTION 8. INDEPENDENT ASSURANCE REPORT ON THE SUSTAINABILITY REPORT 2008 OF 0JSC OIL COMPANY ROSNEFT
TO THE MANAGEMENT OF 0OJSC OIL COMPANY ROSNEFT

Independent Assurance Report on the Sustainability
Report 2008 of OJSC Oil Company Rosneft
to the Management of OJSC Oil Company Rosneft

Engagement and responsibilities

At the request of 0OJSC Oil Company Rosneft
(hereinafter Rosneft]) we performed an assur-
ance engagement on the «Sustainability Report
2008» of Rosneft (hereinafter the Report).

The objective of this assurance engagement is to
obtain a limited level of assurance on the accura-
cy of assertions and data related to sustainabil-
ity performance and coverage of respective ma-
terial issues within the Report.

Our responsibility in performing our assurance
activities is to the management of Rosneft on-
ly and was performed in accordance with proce-
dures agreed with them. We do not therefore
accept or assume any responsibility for any oth-
er purpose or to any other person or organisa-
tion. Any reliance any such third party may place
on the Report is entirely at its own risk.

The management of Rosneft is responsible for
the preparation of the Report and the infor-
mation therein. This responsibility includes de-
signing, implementing and maintaining internal
controls relevant to the preparation of a sus-
tainability report that is free of material mis-
statements, selecting and applying appropri-
ate reporting principles and using measurement
methods and estimates that are reasonable in
the circumstances.

The choices made by the management, the
scope of the Report and the reporting principles,
including any inherent limitations that could af-
fect the reliability of information, are set out in
section «About the report» on pages 12 - 15 of
the Report.
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Limitations of our assurance engagement

The limitations of our assurance engagement
were as follows:

¢ Any independent statements made by third par-
ties within the text of the Report related to Ros-
neft's sustainability performance were not in-
cluded in the scope of our assurance engage-
ment;

e The compliance of the Report with the Qil and
Gas Industry Guidance on Voluntary Sustainabil-
ity Reporting developed by the International Pe-
troleum Industry Environmental Conservation
Association and American Petroleum Institute
(IPIECA/API) was not included in the scope of
our assurance engagement;

e The compliance of the Rosneft’s activities with
the Social Charter of the Russian Business as
issued by the Russian Union of Industrialists and
Entrepreneurs (RUIE) was not included in the
scope of our assurance engagement;

e The scope of our work was limited to proce-
dures at the central office level and visits to
three subsidiaries.

Criteria of the assurance statement

We assessed the Report against the G3 Sustain-
ability Reporting Guidelines issued by the Global Re-
porting Initiative (hereinafter the GRI G3 Guidelines)
and the sustainability reporting principles of Ros-
neft. We believe that these criteria are appropriate
given the purpose of our assurance engagement.

Scope of the assurance engagement

We conducted the assurance engagement in ac-
cordance with the first edition of the AA1T000
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Assurance Standard issued by the Institute of
Social and Ethical Accountability in 20037, the
International Standard for Assurance Engage-
ments 3000 (ISAE 3000’) Assurance Engage-
ments Other than Audits or Reviews of Histori-
cal Financial Information and the Code of Ethics,
both issued by the International Federation of
Accountants, the latter includes requirements
in relation to our independence.

We have performed the procedures deemed
necessary to provide a basis for our conclu-
sions. Our principal procedures to obtain a lim-
ited level of assurance were the following:

* |Interviews with representatives of Rosneft's
management engaged in managing sustain-
ability performance as well as in the respec-
tive reporting;

e Analysis of key documents related to Ros-
neft's sustainability performance and re-
porting;

e Analysis of Rosneft’s stakeholder engagement
activities via reviewing the minutes of stake-
holder meetings conducted by Rosneft and
participation in two stakeholder meetings;

e Benchmarking of the Report against sustain-
ability reports of selected international and
Russian peers of Rosneft;

¢ Review of a selection of external publications
with respect to Rosneft's sustainability per-
formance in 2008;

e Based on the procedures described above
compilation of a list of material issues and
analysis of their reflection in the Report;

¢ Review of human resources, environmental
and health & safety data samples and pro-
cesses to assess whether they have been col-
lected, collated and reported appropriately at
the central office level;

" The second edition of the standard, AA1000AS (2008)
was launched in October 2008

e Visits to three Rosneft subsidiaries: market-
ing and distribution company «RN-Tuapseneft-
eproducty LLC, petroleum refining company
«RN-Tuapsinsky NPZ» LLC, and oil and gas
production operator services company «RN-
Severnaya Neft» LLC, to gather evidence sup-
porting the assertions made in the Report re-
garding Rosneft’s sustainability performance;

e (ollection on a sample basis of evidence sub-
stantiating the qualitative and quantitative in-
formation included in the Report;

e Assessment of the sustainability reporting
principles used by Rosneft;

e Assessment of existence in the Report of
standard disclosures as required by GRI G3
Guidelines’ Application Level A+, self-declared
by Rosneft on page 138 in the Report.

Conclusions

On the basis of the procedures performed and
in accordance with the criteria of the assurance
engagement we provide the following conclusions
on the Report.

Our conclusions should be read in conjunction
with the objective and the limitations of the as-
surance engagement as described above.

Materiality: Has Rosneft provided a balanced
representation of material issues concerning
its sustainability performance?

e \With the exception of the subject area listed
below, we are not aware of any material is-
sues concerning Rosneft’'s sustainability per-
formance which have been excluded from the
Report.

e In our view Rosneft should have provided com-
prehensive information on its sustainability
goals and objectives.
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Completeness: Does Rosneft have complete
information on which to base a judgement of
what is material for inclusion in the Report?

e \We are not aware of any material issues ex-
cluded from Rosneft’s judgements on the con-
tent of the Report.

e \We are not aware of any material misstate-
ments in the assertions made by Rosneft
management in the Report regarding sustain-
ability performance.

Human resources data

¢ \We are not aware of any material subsidiaries
that have been excluded from Rosneft's hu-
man resources data collection process.

* Nothing has come to our attention that causes
us to believe that the human resources data
have not been collated properly from informa-
tion reported at subsidiary level.

e \We are not aware of any errors that would
materially affect the human resources data
as presented in the Report.

Environmental and health & safety data

e (ertain subsidiaries have been excluded from
Rosneft’s environmental and health & safe-
ty data as described on pages 14-15 of the
Report.

e Nothing has come to our attention that
causes us to believe that the environmental
and health & safety data have not been collat-
ed properly from information reported at sub-
sidiary level.

e Except for the exclusion of some subsidiaries
as described above, we are not aware of any
errors that would materially affect the envi-
ronmental and health & safety data as pre-
sented in the Report.
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Responsiveness: How has Rosneft responded
to stakeholder concerns?

e With the exception of the items highlight-
ed above we are not aware of any issues of
stakeholder interest that are not currently in-
cluded in the Report’s scope and content.

Does the Report meet the requirements of the
A+ application level of the GRI G3 Guidelines?

¢ Nothing has come to our attention that causes
us to believe that Rosneft management’s as-
sertion on page 138 that the Report meets
the requirements of the A+ application level of
the GRI G3 Guidelines is not fairly stated.

Our assurance team

Our assurance team has been drawn from our
global Sustainability Assurance and Advisory Ser-
vices practice.

Hey members of the team are experienced in so-
cial, ethical and environmental assurance having
worked on similar engagements for a number of
Russian and international businesses.

In addition, our assurance team includes sus-
tainability assurance practitioners, certified by
the International Register of Certificated Audi-
tors (IRCA]).

Selected observations on particular as-
pects of our engagement

Our observations and areas for improvement will
be raised in a separate report to the manage-
ment of Rosneft. In addition, we have been asked
to provide our observations on selected matters
discussed in the Report.

These observations are set out below and do
not modify our conclusions on the Report set
out above.
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Environmental and health & safety data: during
our interviews we obtained evidence that the rep-
resentatives of Rosneft management are aware
of the issues related to the reporting boundar-
ies for collection of environmental and health &
safety data and as such have made a commit-
ment in the Report on page 15 to improve this
situation.

Documented reporting policy: Rosneft de-
scribes its sustainability reporting principles on
pages 13-14 of the Report. However, these prin-
ciples are not officially documented and not ap-
proved in accordance with internal requirements

of Rosneft. Proper documentation of sustainabili-
ty reporting principles will assist in improving the
sustainability data collection process and facili-
tate disclosing the relevant information in future
sustainability reports.

Ernst & Young (CIS) B.V.

Moscow
22 July 2009
Ell ERNST & YOUNG

Quality In Everything We Do
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,

AND THE RUIE BASIC PERFORMANCE INDICATORS

TABLE OF CORRESPONDENCE BETWEEN THIS REPORT

AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,

AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

STRATEGY AND ANALYSIS

Statement from the Chairman of the Board, Statement from the CEO

Description of key impacts, risks, and opportunities

description of the significant impacts the organization has on sustainability

and associated challenges and opportunities

an explanation of the approach to prioritizing

these challenges and opportunities

Key conclusions about progress in addressing these topics and related

performance in the reporting period

description of the main processes in place to address performance

and/or relevant changes

«description of the most important risks and opportunities for the

organization arising from sustainability trends»

prioritization of Kkey sustainability topics as risks and opportunities
according to their relevance for long-term organizational

strategy

table(s) summarizing performance against targets, and
lessons-learned for the current reporting

period»
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GRI
disclosure
or indicator

IPIECA/API
indicator

Basic
performance
indicator
(RUIE)



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

Legend
+ Fully disclosed in the Report

I+

Partially disclosed in the Report
- Not disclosed in the Report

i Report Status Comments and references
Report section
pages of coverage to other sources

Message from the Chairman
of the Board,

Message from

the President

Risk Management 44 - 45 +

Risk Management 44 - 45 +

Reporting Principles
(Materiality)

13 +

Message from the President;
Hey HSE Performance
Indicators;
9, 70,
Hey Society Performance +
i 81, 105
Indicators;
Hey HR Performance

Indicators

Sustainability
29 - 31 +
and Social Responsibility

Sustainability and Social Responsibility 44 - 45 +

Mission and Strategy 27 +

Hey Operational

and Financial Performance

Indicators;

Hey HSE Performance 28, 70,
Indicators; Hey Society 81, 105
Performance Indicators;

Hey HR Performance

Indicators
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,

AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

table(s) summarizing targets for the next reporting period
and mid-term objectives and goals related to key risks

and opportunities

concise description of governance mechanisms in place to specifically
manage these risks and opportunities, and identification of other related

risks and opportunities
ORGANIZATIONAL PROFILE

Name of the organization
Primary brands, products, and/or services

Operational structure of the organization,
including main divisions, operating companies,

subsidiaries, and joint ventures
Location of organization’s headquarters

Number of countries where the organization operates

Nature of ownership and legal form

Markets served (including geographic breakdown,
sectors served,

and types of customers/beneficiaries)

Scale of the organization

number of employees (breakdown by country/region)

net sales, breakdown of sales/revenues by countries/regions that make

up 5 percent or more of total revenues

total capitalization
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GRI
disclosure
or indicator

1.2

1.2

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.8

2.8

2.8

IPIECA/API
indicator

Basic
performance
indicator
(RUIE)
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AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

i Report
Report section
pages
Risk Management 44 - 45
Contact Details 140
Contact Details;
. 140, 24
Company Profile
Company Profile 24
Company Profile 24 - 25
Company Profile;
. ) , 24 - 25,
Hey Operational and Financial on
Performance Indicators
Personnel 84
Company Profile;
pary . ) , 24 - 25,
Hey Operational and Financial og

Performance Indicators

Comments and references

of coverage to other sources

The Company still develops its system
for setting sustainability goals

and objectives, and not all goals

in the field have been finally defined yet.
The Company plans to define

and publish its sustainability goals

and objectives in the mid-term perspective

Primary products include oil

and petroleum products.

http: //www. rosneft.ru/about/
OperationalStructure /
Annual Report 2008, pp. 20-21

The Company is an open joint-stock company
incorporated under the laws of the Russian
Federation. The Company is registered

in the Russian Federation.

Annual Report 2008, pp. 69-78

Annual Report 2008, pp. 154-156
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AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,

AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

guantity of products or services provided

total assets

beneficial ownership (including identity and percentage

of ownership of largest shareholders)

costs by countries/regions that make up 5
percent or more of total revenues

Significant changes during the reporting period
regarding size, structure, or ownership

Awards received in the reporting period

REPORT PARAMETERS

Reporting period

Date of most recent previous report (if any)
Reporting cycle

Contact point for questions regarding

the report or its contents

Process for defining report content

Boundary of the report

Limitations on the scope or boundary of the report

Basis for reporting on joint ventures, subsidiaries,
leased facilities, outsourced operations,

and other entities that can significantly

affect comparability from period to period

and/or between organizations

Data measurement techniques and the bases of calculations, including
assumptions and techniques underlying estimations applied
to the compilation of the Indicators and other information in the reportt

Explanation of the effect of any re-statements of information provided
in earlier reports, and the reasons for such re-statement

Significant changes from previous reporting periods in the scope,
boundary, or measurement methods applied in the report
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GRI
disclosure
or indicator

2.8

2.8

2.8

2.8

2.9

3.1
3.2
3.3

3.4

3.5
3.6
3.7

3.8

3.9

3.11

IPIECA/API
indicator

Basic
performance
indicator
(RUIE)
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AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

i Report Status Comments and references
Report section
pages of coverage to other sources
Company Profile;
) i ) 24 - 25,
Hey Operational and Financial o8 +

Performance Indicators
+ Annual Report 2008, p. 235

Company Profile;

. ' : 24 - 25,

Hey Operational and Financial og +

Performance Indicators
The Company carries out most of its operations
(more than 95%]) in the Russian Federation

Company Profile 24 - 25 +

About This Report; Competitive Standing 12 19

of the Company; Sustainability L;:B ' +

and Social Responsibility

About This Report 12 +

About This Report 12 + Second half of 2008; http://www.rosneft. ru

Report Boundary 14 -15 +

Contact Details 140 +

Reporting Principles 13-14 +

Report Boundary 14 -15 +

Report Boundary 14 -15 +

Report Boundary 14 -15 +

Report Boundary 14 -15 +

Report Boundary 14 -15 +

Report Boundary 14 -15 +

Rosneft sustainability report 2008 115



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,

AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

Table identifying the location of the Standard Disclosures in the report

Policy and current practice with regard to seeking

external assurance for the report
GOVERNANCE, COMMITMENTS, AND ENGAGEMENT

Governance structure of the organization,
including committees under the highest governance
body responsible for specific tasks, such as setting

strategy or organizational oversight

Indication whether the Chair of the highest governance body

is also an executive officer

For organizations that have a unitary board structure,
state the number of members of the highest governance

body that are independent and/or non-executive members

Mechanisms for shareholders and employees
to provide recommendations or direction

to the highest governance body

Linkage between compensation for members

of the highest governance body, senior managers,
and executives (including departure arrangements),
and the organization’s performance (including social

and environmental performance)

Processes in place for the highest governance body

to ensure conflicts of interest are avoided

Processes for determining the qualifications and expertise
of the members of the highest governance body for guiding
the organization’s strategy on economic, environmental,

and social (sustainability) topics

Internally developed statements of mission or values,
codes of conduct, and principles relevant to economic,
environmental, and social performance

and the status of their implementation
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GRI
disclosure
or indicator

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

IPIECA/API
indicator

Basic
performance
indicator
(RUIE)

1.1.



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

Report Status Comments and references

Report section
pages of coverage to other sources

Correspondence between this Report,
GRI Sustainability Reporting
Guidelines (G3),

etc. (this table)

110-137 +

About This Report 12 +

Corporate Governance Structure;

40 - 43 +
Corporate Governance
Corporate Governance 42 +
Corporate Governance 43 +
Corporate Governance 40-43 +
Corporate Governance; 40 - 43,
+
Personnel Maotivation System 93
http: //www.rosneft. ru/investors/
+ information/charter/
Sustainability Report 2006, pp. 62-63
http: / /www.rosneft. ru/investors/
+ information/charter/
Sustainability Report 2006, p. 54
Mission and Strategy; Values; 27 - 28, http:// www.rosneft.ru/investors/
+
Corportae Culture 48 - 50 information/charter/
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

GRI
Disclosure (indicator) definition disclosure
or indicator

Procedures of the highest governance body for overseeing

the organization’s identification and management of economic,

environmental, and social performance, including relevant risks 4.9
and opportunities, and adherence or compliance with internationally

agreed standards, codes of conduct, and principles

Processes for evaluating the highest governance body's
own performance, particularly with respect to economic, 4.10
environmental, and social performance

Explanation of whether and how the precautionary approach a1
or principle is addressed by the organization '

Externally developed economic, environmental,
and sacial charters, principles, or other initiatives 412

to which the organization subscribes or endorses

Memberships in assaociations (such as industry associations)

and/or national/international advocacy organizations

List of stakeholder groups engaged
by the organization

Basis for identification and selection of stakeholders

with whom to engage

Approaches to stakeholder engagement, including frequency

of engagement by type and by stakeholder group

Hey topics and concerns that have been raised

through stakeholder engagement, and how the organization
has responded to those Key topics and concerns,

including through its reporting

ECONOMIC PERFORMANCE INDICATORS
Management Approach

ASPECT: ECONGOMIC PERFORMANCE

Direct economic value generated and distributed, including revenues,
operating costs, employee compensation, donations ey
and other community investments, retained earnings,

and payments to capital providers and governments

118 Rosneft sustainability report 2008

IPIECA/API
indicator

ECO-1
ECO-2
ECO-A2
ECO-3

Basic
performance
indicator
(RUIE)

1.2.
1.3.
1.4.
1.5.
1.6.
1.7



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

i Report Status Comments and references
Report section
pages of coverage to other sources
Corporate Governance 40 -43 +
Personnel Mativation System 93 +

The Company recognizes the importance of
+ necessary expert reviews and assessments aimed

at minimizing adverse environmental impacts

The Company subscribes to the principles of the
+ Sacial Charter of Russian Business developed

by RUIE and plans to formally join the Charter

Stakeholder Engagement 34 +
Stakeholder Engagement 31-34 +
Stakeholder Engagement 31 +
Stakeholder Engagement 31-36 +
It is planned to made detailed reports
on the roundtable meetings held in 2009
Stakeholder Engagement 31-36 + available online in Sustainable Development
section of the Rosneft’s website
(http: //www.rosneft.ru/Development/)
Corporate Governance Structure 40 + Annual Report 2008, pp. 27-29

Hey Operational o8
+
and Financial Performance Indicators
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

GRI
Disclosure (indicator) definition disclosure
or indicator

Financial implications and other risks and opportunities ECo
for the organization’s activitiesdue to climate change

Coverage of the organization’s defined benefit Eca
plan obligations

Significant financial assistance received eca
from government

ASPECT: MARHET PRESENCE

Range of ratios of standard entry level
wage compared to local minimum wage EC5
at significant locations of operation

Palicy, practices, and proportion of spending 06
on locally-based suppliers at significant locations of operation

Procedures for local hiring and proportion of senior management
hired from the local community at locations of significant EC7
operation

ASPECT: INDIRECT ECONOMIC IMPACTS

Development and impact of infrastructure investments
and services provided primarily
for public benefit through commercial,

in-kind, or pro bono engagement

ENVIRONMENTAL PERFORMANCE INDICATORS

Management Approach

Environmental Management System
ASPECT: MATERIALS

Materials used by weight or volume EN1
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IPIECA/API
indicator

SOC-A3

ENV-6

Basic
performance
indicator
(RUIE)

1.8.

1.1.



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

Report Status Comments and references

Report section
pages of coverage to other sources

At present the Company is beginning

an assessment of implications of the climate
change for its activities. The Company plans
to present this information in future reports

Pension Coverage 91 -92 + http: / /www.neftegarant.ru/finance.php

The Company did not receive significant
+ assistance from government
in the reporting period

Personnel Mativation System 93 -94 +

Data on proportion of local procurement have
not been consolidated due to the scale
Stakeholder Engagement 32

I+

of Company’s operations and changes in its
assets. It is planned to disclose this information

in the mid-term perspective

The Company strives to hire local residents
for its subsidiaries. The vast majority

+ of senior managers of Company
subsidiaries (Directors General

and their deputies) are also local residents

Society;

. . 74 - 80,
«School-University-Company» 100 +
Continuous Training System

Development of an Integrated

54 - 56 +
Management System
Development of an Integrated
54 - 56 +
Management System
Hey Operational and Financial
28 +

Performance Indicators
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT

AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

Percentage of materials used that

are recycled input materials

ASPECT: ENERGY

Direct energy consumption by primary energy source

Indirect energy consumption by primary energy source

Energy saved due to conservation

and efficiency improvements

Initiatives to reduce indirect energy consumption

and reductions achieved

ASPECT: WATER

Total water withdrawal by source

Percentage and total volume of water recycled and reused

ASPECT: BIODIVERSITY

Location and size of land owned, leased,
managed in, or adjacent to, protected areas
and areas of high biodiversity value

outside protected areas
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GRI
disclosure

or indicator

EN2

EN3

EN4

ENS

EN7

EN8

EN10

ENT1

IPIECA/API
indicator

ENV-AS

ENV-5

ENV-A7

ENV-AS

Basic
performance
indicator
(RUIE)

2.1.

2.2.

2.3.

2.4.



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

i Report Status Comments and references
Report section
pages of coverage to other sources

Oil-containing waste recycled into
. marketable products by the Company
Waste Management and Land Protection 65 + o )
represents an insignificant portion

of materials used

Data on energy consumption have

not been consolidated due to the scale

of Company’s operations and changes

in its structure.

The Company plans to collect data on energy

consumption in the mid-term perspective

Data on energy consumption have

not been consolidated due to the scale

of Company’s operations and changes

in its structure.

The Company plans to collect data on energy

consumption in the mid-term perspective

Air Pollution 59 +

Air Pollution 59 +

The indicator is covered partially,

Water Consumption and Impact - since it was impossible to provide
on Water Bodies the data broken down by source due

I+

to the scale of Company’'s operations

Water Consumption and Impact

62 +
on Water Bodies
The Company conducts its operations
in liman and reed-swamp wetlands at the Sea
) of Azov, on the shelf of the Sea of Okhotsk,
Waste Management and Land Protection 66 +

in the Ob River basin, in the Tundra zone
of Timan-Pechora and Hrasoyarsk Region

(Vankorskoye field)
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT

AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

Description of significant impacts of activities, products,
and services on biodiversity in protected areas and areas

of high biodiversity value outside protected areas

Habitats protected or restored

Strategies, current actions, and future plans for managing

impacts on biodiversity

ASPECT: EMISSIONS, EFFLUENTS, AND WAST

Total direct and indirect greenhouse
gas emissions by weight

Other relevant indirect greenhouse
gas emissions by weight

Initiatives to reduce greenhouse gas emissions
and reductions achieved

Emissions of ozone-depleting substances by weight

NOx, SOx, and other significant
air emissions by type and weigh

Flared and Vented Gas

Total water discharge by quality and destination

Total weight of waste by type and disposal method
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GRI
disclosure

or indicator

EN12

EN13

EN14

EN16

EN17

EN18

EN19

EN20

EN22

IPIECA/API
indicator

ENV-3

ENV-AB

ENV-4

ENV-2

ENV-A3
ENV-A4

Basic
performance
indicator
(RUIE)

2.5.

2.6.

2.7.
2.7.2.

2.8.



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

i Report Status Comments and references
Report section
pages of coverage to other sources

The Company have not conducted special
studies of impacts of existing operations.
In preparing new development projects,
potential impacts are considered

in the EIA process. As a participant

of Sakhalin |, Sakhalin Ill, and Sakhalin IV
projects, the Company directly participated
in discussing the issue of conservation

of the western (Okhotsk-Horean)

grey whale population

Waste Management and Land Protection 66 +
Waste Management and Land Protection 66 +
The Company plans to carry out an inventory
of its greenhouse gas emissions
- and disclose the results in the mid-term
perspective. See also section Emissions
in Qil Production
According to the data published by a number
of other companies of the sector, other indirect
greenhouse gas emissions are not a significant
impact factor for oil and gas companies. In ad-
dition, in the process of defining report content
this issue has not been found material
Emissions in QOil Production 58 - 59 +
The Company does not use ozone-depleting
+
substances on an industrial scale
Air Pollution 57 +
Emissions in Oil Production 58 +

The indicator is covered partially, since it was
63 impossible to provide the data broken down
on Water Bodies by destination due to the scale of Company's
operations

Water Consumption and Impact

I+

Waste Management and Land Protection 65 +
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,

AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

Total number and volume of significant spills

ASPECT: PRODUCTS AND WASTE

Initiatives to mitigate environmental impacts of products and services,
and extent of impact mitigation

Percentage of products sold and their packaging materials that
are reclaimed by category

ASPECT: COMPLIANCE

Monetary value of significant fines and total number
of non-monetary sanctions for noncompliance with environmental laws
and regulations

ASPECT: OVERALL

Total environmental protection expenditures
and investments by type

LABOR PRACTICES AND DECENT WORH
PERFORMANCE INDICATORS

Management Approach

Expenditures on occupational health and safety

ASPECT: EMPLOYMENT

Total workforce by employment type, employment contract,
and region

Total number and rate of employee turnover
by age group, gender, and region
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GRI

. IPIECA/API
disclosure L

L indicator
or indicator

EN23 ENV-1

EN26 H&S-5

EN27

EN28

EN30

LA1

LA2

Basic
performance
indicator
(RUIE)

2.9.

1.1.

3.1.9.

3.1.1.

3.1.2.
3.1.3.



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

i Report

Report section
pages
Waste Management and Land Protection 67
Emissions in Oil Refining and Marketing 60
HSE Expenditures 56
HSE Expenditures; 56
Hey HSE Performance Indicators
Personnel — introductory section; 84
Development of an Integrated '
54 - 56

Management System
HSE Expenditures 56
Personnel — introductory section 84
Personnel - introductory section 84

Comments and references

of coverage to other sources

The Company have not carried out

an assessment of impact reduction

as a result of switching to production

of environmentally safer fuel. In addition,
in the process of defining report content
this issue has not been found material

The indicator is not material to the Company,
given the nature of its business

(only insignificant portion of output has potentially
recyclable packaging]. In addition, in the process
of defining report content this issue has

not been found material

Almost all Company personnel (more than S8%])
are employed under a permanent contract.

The absolute majority of employees work

in the Russian Federation

As of December 31, 2008, 33% of the total
number of employees were women; 23% of
employees were younger than 30 y.0., 54% -
between 30 and 50 y.0., 23% - older than 50 y.o.
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,

AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

Benefits provided to full-time employees
that are not provided to temporary

or parttime employees, by major operations

ASPECT: LABOR/MANAGEMENT RELATIONS
Percentage of employees covered by collective bargaining agreements

Minimum notice period(s) regarding operational changes,
including whether it is specified

in collective agreements

ASPECT: OCCUPATIONAL HEALTH AND SAFETY

Rates of injury, occupational diseases, lost days,
and absenteeism,

and number of work-related fatalities by region

Education, training, counseling, prevention, and risk-control programs
in place to assist workforce members, their families,

or community members regarding serious diseases

Employee involvement in development

of OHS programmes and actions

Programmes and actions to reduce work-related

employee health risks

ASPECT: TRAINING AND EDUCATION

Average hours of training per year per employee

by employee category

Programs for skills management and lifelong learning that support
the continued employability of employees and assist them

in managing career endings

Percentage of employees receiving regular performance

and career development reviews
Monitoring of employee satisfaction level

DIVERSITY AND EQUAL OPPORTUNITY
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GRI
disclosure
or indicator

LA3

LA4

LAS

LAY

LA8

LA10

LA11

LA12

IPIECA/API
indicator

H8S-3
H&S -4

H&S-2

H&S-3

S0C-5

SOC-A2

Basic
performance
indicator
(RUIE)

3.1.4.

3.1.5.
3.1.6.
3.1.7.
3.1.8.

3.1.10.



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

Report Status Comments and references

Report section
pages of coverage to other sources

See Social Partnership section

+
of the Sustainability Report 2006
Engagement
. . 85 +
with Labor Collectives
As required by the RF Labor Code
+
(at least two months)
Occupational Health and Safety,
. . 68, 87 +
Promotion of a Healthy Lifestyle
Promation of a Healthy Lifestyle 86 - 90 +
Occupational Health and Safety; 68,
+
Engagement with Labor Collectives 84 - 85
Occupational Health and Safety; 68,
+
Improvement of Working Conditions 85 - 86
The Report provides data on the number
of employees who received training
Management 97 - a8 in the reporting period. The Company has not
- +
of the Personnel Training System collected data on hours of training per year

per employee, and does not plan to collect

such data in the mid-term perspectve

Promotion and Evaluation Systems;
Candidates Pool; Personnel 95 -104 +

Development and Training
Promoation and Evaluation Systems 95 -97 +

Code of Business Ethics 51 +
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

Composition of governance bodies and breakdown of employees

per category according to gender, age group, minority group membership,

and other indicators of diversity

Ratio of basic salary of men to women by employee category

HUMAN RIGHTS PERFORMANCE INDICATORS
Management Approach

ASPECT: INVESTMENT AND PROCUREMENT PRACTICES

Percentage and total number of significant investment
agreements that include human rights clauses or that

have undergone human rights screening

Percentage of significant suppliers and contractors that

have undergone screening on human rights and actions taken

ASPECT: NON-DISCRIMINATION

Total number of incidents of discrimination and actions taken
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GRI
disclosure
or indicator

LA13

LA14

HR1

HR2

HR4

IPIECA/API
indicator

SOC-1

S0C4

Basic
performance
indicator
(RUIE)

3.1.12.

3.2.2.



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

i Report Status Comments and references
Report section
pages of coverage to other sources

Women account for 22% of the total number
of Company management personnel.

+ 13% of the management personnel are younger
than 30 y.o., 60% - between 30 and 50 y.o.,
27% - older than 50 y.o.

There is no difference between basic salaries

of men and women for all employee categories

Sustainability and Social Responsibility 29 - 30 +

In its activities, the Company adheres

to the existing legislation prohibiting

any form of human rights violation.

Due to peculiarities of Company’s activities
and the existing Russian legislation,

there is no significant risk of human rights
violation within the framework of investment
agreements. In addition, in the process

of defining report content this issue

has not been found material

In its activities, the Company adheres

to the existing legislation prohibiting any form
of human rights violation. Due to peculiarities
of Company’s activities and the existing Russian
legislation, there is no significant risk of human
rights violation by suppliers and contractors.

In addition, in the process of defining report

content this issue has not been found material

In its activities, the Company adheres

to the existing legislation prohibiting discrimina-

tion. Due to peculiarities of Company’s activities
- and the existing Russian legislation, the risk

of discrimination is insignificant. In addition,

in the process of defining report content this

issue has not been found material
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,

AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

ASPECT: FREEDOM OF ASSOCIATION AND COLLECTIVE BARGAINING

Operations identified in which the right to exercise freedom of association

and collective bargaining may be at significant risk, and actions taken

to support these rights

Labor disputes

ASPECT: CHILD LABOR

Operations identified as having significant risk for incidents
of child labor, and measures taken to contribute to the elimination
of child labor

ASPECT: FORCED AND COMPULSORY LABOR

Operations identified as having significant risk for incidents
of forced or compulsory labor, and measures to contribute

to the elimination of forced or compulsory labor

ASPECT: SECURITY PRACTICES

Percentage of security personnel trained in the organization’s policies

or procedures concerning aspects of human rights that are relevant

to operations

ASPECT: INDIGENOUS RIGHTS

Total number of incidents of violations involving

rights of indigenous people and actions taken

SOCIETY PERFORMANCE INDICATORS

Management Approach
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GRI
disclosure
or indicator

HRS

HRB6

HR7

HR8

HR9

IPIECA/API
indicator

S0C-7

S0C-6

S0C-9

SOC-AB

Basic
performance
indicator
(RUIE)

3.2.1.

3.2.3.



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

i Report Status Comments and references
Report section
pages of coverage to other sources

In its activities, the Company adheres
Engagement with Labor Collectives to the legal requirements with regard
84-85 ’ to freedom of association and collective
bargaining

In its activities, the Company adheres
to the requirements of the labor legislation.
The Company seeks to resolve all labor

disputes by means of negotiations

The Company does not carry out any activities

associated with the risk of child labor

The Company does not carry out any activities
+ associated with the risk of forced

or compulsory labor

The Company does not maintain statistics
with regard to this indicator. In addition,
in the process of defining report content

this issue has not been found material

In its activities, the Company adheres
to the existing legislation prohibiting
any form of human rights violation.
+ Engagement with representatives
of indigenous minority peoples of the
North is addressed in section Supporting

Indigenous Communities of the North

Stakeholder Engagement;
Support and Development of Social 31 - 34,
Infrastructure 76 -77

of the Regions of Operations
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT

AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

Disclosure (indicator) definition

ASPECT: COMMUNITY

Nature, scope, and effectiveness of any programs
and practices that assess and manage the impacts
of operations on communities, including entering,

operating, and exiting

Collaboration with authorities

in addressing objectives of social significance

Collaboration with non-commercial and non-governmental organizations

in addressing objectives of social significance

Participation in non-commercial organizations

Social investments

External capacity building

Indigenous communities

ASPECT: CORRUPTION

Percentage and total number of business units analyzed
for risks related to corruption

Percentage of employees trained in organization’s anti-corruption
policies and procedures

Actions taken in response to incidents of corruption

ASPECT: PUBLIC POLICY

Public policy positions and participation in public policy development
and lobbying
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GRI

disclosure
or indicator

S01

S02

S03

S04

505

IPIECA/API
indicator

S0C-8

SOC-A4

SOC-AS

SOC-AB

S0C-2

S0C-2

S0C-3
SOC-A1

Basic
performance
indicator
(RUIE)

3.3.3.

3.3.1.

3.3.2.

3.3.5.

3.3.4.



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

i Report Status Comments and references
Report section
pages of coverage to other sources
Support and Development of Social
) ) 76 -77 +
Infrastructure of the Regions of Operations
Stakeholder Engagement;
Support and Development of Social 31 - 34,
+
Infrastructure 76 -77
of the Regions of Operations
Stakeholder Engagement;
Support and Development of Social 34,
+
Infrastructure 76 -77
of the Regions of Operations
Stakeholder Engagement 31-34 +
Support and Development of Saocial
) ) 76 -77 +
Infrastructure of the Regions of Operations
Support and Development of Saocial
) ) 76 -77 +
Infrastructure of the Regions of Operations
Supporting Indigenous Communities
pporEng Indlg 78-80  +

of the North

Preventing corruption is one of the components
of the Code of Business Ethics adopted

by the Company. See the respective section
about the Code of Business Ethics

Preventing corruption is one of the components
of the Code of Business Ethics adopted

by the Company. See the respective section
about the Code of Business Ethics

Preventing corruption is one of the components
of the Code of Business Ethics adopted

by the Company. See the respective section
about the Code of Business Ethics

Stakeholder Engagement 31-34 +
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APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

GRI
Disclosure (indicator) definition disclosure
or indicator

ASPECT: ANTI-COMPETITIVE BEHAVIOR

Total number of legal actions for anticompetitive
behavior, anti-trust, and monopoly practices S07
and their outcomes

ASPECT: COMPLIANCE

Monetary value of significant fines and total number
of non-monetary sanctions for noncompliance 508
with laws and regulations

PRODUCT RESPONSIBILITY PERFORMANCE INDICATORS
Management Approach
ASPECT: CUSTOMER HEALTH AND SAFETY

Life cycle stages in which health and safety impacts of products
and services are assessed for improvement,

and percentage of significant products and services categories
subject to such procedures

PR1

ASPECT: PRODUCT AND SERVICE LABELING

Type of product and service information required by procedures,
and percentage of significant products and services subject PR3
to such information requirements

Practices related to customer satisfaction, including results PRS
of surveys measuring customer satisfaction

ASPECT: MARHETING COMMUNICATIONS

Programs for adherence to laws, standards,
and voluntary codes related to marketing communications, PR6
including advertising, promotion, and sponsorship

ASPECT: COMPLIANCE

Monetary value of significant fines for noncompliance
with laws and regulations concerning the provision PRS
and use of products and services

136 Rosneft sustainability report 2008

IPIECA/API
indicator

Basic
performance
indicator
(RUIE)

3.4.1.



APPENDIX 1. TABLE OF CORRESPONDENCE BETWEEN THIS REPORT
AND GRI SUSTAINABILITY REPORTING GUIDELINES, THE IPIECA/API GUIDANCE,
AND THE RUIE BASIC PERFORMANCE INDICATORS

i Report Status Comments and references
Report section
pages of coverage to other sources
Stakeholder Engagement 31-34 + See also Annual Report 2008, p. 237

+ Annual Report 2008, pp. 210, 235, 247

Stakeholder Engagement 31-34 +

There are special regulatory requirements
regarding safety of petroleum products,
and the Company considers these
requirements in designing its products

The Company provides information regarding
compliance of its petroleum products

with safety standards in accordance

with the respective legislation

Stakeholder Engagement 31-34 +

Marketing communications were not identified
- as a material topic in the process
of defining report content

+ See S07
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2002 in accor-
dance

Self Declared GRI REPORT

Mandatory

Third
Party
Checked

GRI REPORT
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Report externally assured
Report externally assured

Optional

GRI Checked

Report
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APPENDIX 2: LIST OF ABBREVIATIONS

List of abbreviations

The 2008 Report — OAO Rosneft Sustainable
Development Report 2008 (this Report)

The 2007 Report — OAO Rosneft Sustainable
Development Report 2007

The 2006 Report — OAO Rosneft Sustainable
Development Report 2006

Available on the Rosneft official website:
http://www.rosneft.ru

OAO Rosneft, Rosneft, Company — abbreviated
names of OAO Rosneft Oil Company.

GRI Guidelines — Sustainability Reporting
Guidelines (the third version, or G3) developed
by the Global Reporting Initiative, an international
non-governmental organization.

The 2008 Annual Report — Rosneft Annual
Report 2008. Available on the Rosneft official
website: http://www.rosneft.ru

API/IPIECA - American Petroleum Institute/
International Petroleum Industry Environmental
Conservation Association

HSE - health, safety and environment

HSE IMS - Integrated Health, Safety
and Environment Management System

OHS - occupational health and safety

OAO - Open Joint-Stock Company
ZAO0 - Closed Joint-Stock Company
000 - Limited Liability Company
APG - associated petroleum gas

RUIE - Russian Union of Industrialists
and Entrepreneurs

R&D - research and development
CSRC - Corporate Scientific Research Complex
STC - Science and Technology Conference

CSTC - Cluster Science and Technology
Conference

IRSTC - Inter-Regional Science and Technology
Conference

RAS - Russian Accounting Standards

US GAAP - Generally Accepted Accounting
Principles (United States)

IFRS - International Financial Reporting Standards
bscm - billion standard cubic meters
Kkt - thousand tons

mmt — million metric tons
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APPENDIX 3: CONTACT DETAILS

Contact details

Open Joint-Stock Company «Rosneft Gil Company» Feedback

Address: 26/1 Sofiskaya Embankment, Moscow You can contact the Corporate Culture Depart-

117997 Russia ment on any issue regarding Rosneft Sustainabili-
Phone: +7 (495) 777-44-22 ty Reports.

Fax: +7 (495) 777-44-44 Phone: +7 (495) 229-47-36

E-mail: postman@rosneft.ru Fax: +7 (495) 229-47-68

. E-mail: e_karpova@raosneft.ru
Corporate website:

http: //www.rosneft.ru
http: //www.rosneft.com
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