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The information included herein supplements, and to the extent inconsistent therewith replaces, the information
about the Programme, the Issuer and the Company and its subsidiaries taken as a whole (the “Group”) contained
in the Base Prospectus and the Base Prospectus Supplement No. 1. Save as disclosed herein, there has been no
other significant new factor, material mistake or inaccuracy relating to the information contained in the Base
Prospectus and the Base Prospectus Supplement No. 1 since the dates of their publications. The Issuer (whose
registered office is at 2, Boulevard Konrad Adenauer, L-1115, Luxembourg) and the Company (whose
registered office is at 5A Galernaya Street, 190000 Saint Petersburg, Russian Federation) each accepts
responsibility for the information contained in this Base Prospectus Supplement No. 2. To the best of the
knowledge and belief of the Issuer and the Company (having taken all reasonable care to ensure that such is the
case) the information contained in this Base Prospectus Supplement No. 2 is in accordance with the facts and
does not omit anything likely to affect the import of such information.

This Base Prospectus Supplement No. 2 does not constitute an offer to sell Notes, or an invitation by or on
behalf of the Issuer, the Company, the Dealers or the Arrangers to subscribe for or purchase any Notes.

The distribution of this Base Prospectus Supplement No. 2 and the offer or sale of the Notes in certain
jurisdictions may be restricted by law. Persons who come into possession of this Base Prospectus Supplement
No. 2 are required by the Issuer, the Company, the Dealers and the Arrangers to inform themselves about and to
observe any such restrictions. In particular, the Notes have not been approved or disapproved by the U.S.
Securities and Exchange Commission and will not be registered under the Securities Act. Further information
with regard to restrictions on the offers and sale of the Notes is set out under “Subscription and Sale” in the
Base Prospectus and herein.

No person is authorised to provide any information or make any representation not contained in the Base
Prospectus as supplemented by the Base Prospectus Supplement No. 1 and this Base Prospectus Supplement No.
2 and any information or representation not contained in the Base Prospectus as supplemented by the Base
Prospectus Supplement No. 1 and this Base Prospectus Supplement No. 2 must not be relied upon as having
been authorised by or on behalf of the Issuer, the Company, the Trustee, the Paying Agents, Transfer Agents,
Principal Paying Agent, Calculation Agent and Registrars (the “Agents™), any of the Dealers or the Arrangers.
Neither the delivery of this Base Prospectus Supplement No. 2 nor any sale made in connection herewith shall,
at any time or in any circumstances, imply that the information contained in it is correct as at any time
subsequent to its date. The websites of the Company and the members of the Group and the information posted
thereon do not form any part of the contents of this Base Prospectus Supplement No. 2.

Neither the delivery of this Base Prospectus Supplement No. 2 nor the offer, sale or delivery of any Note shall in
any circumstances create any implication that there has been no adverse change, or any event reasonably likely
to involve any adverse change, in the condition (financial or otherwise) of the Company or the Group since the
date of this Base Prospectus Supplement No. 2.

None of the Issuer, the Company, the Trustee, the Agents, the Dealers or the Arrangers or any of its or their
respective representatives makes any representation or warranty, express or implied, to any offeree or purchaser
of the Notes offered hereby, regarding the legality of an investment by such offeree or purchaser under
applicable investment or similar laws. Each investor should consult with their own advisers as to the legal, tax,
business, financial and related aspects of any purchase of the Notes. To the fullest extent permitted by law, none
of the Dealers or the Arrangers accepts any responsibility for the contents of this Base Prospectus Supplement
No. 2 or for any other statement made or purported to be made by a Dealer or the Arrangers or on its behalf in
connection with the Issuer, the Company or the issue and offering of the Notes. Each Dealer and Arranger
accordingly disclaims any and all liability whether arising in tort or contract or otherwise (save as referred to
above) which it might otherwise have in respect of this Base Prospectus Supplement No. 2 or any such
statement.

Prospective purchasers must comply with all laws that apply to them in any place in which they buy, offer or
sell any Notes or possess this Base Prospectus Supplement No. 2. Any consents or approvals that are needed in
order to purchase any Notes must be obtained by such prospective purchaser. The Company, the Issuer, the
Trustee, the Agents, the Arrangers and the Dealers are not responsible for compliance with these legal
requirements. The appropriate characterisation of any Notes under various legal investment restrictions, and thus
the ability of investors subject to these restrictions to purchase such Notes, is subject to significant interpretative
uncertainties. No representation or warranty is made as to whether or the extent to which any Notes constitute a
legal investment for prospective investors whose investment authority is subject to legal restrictions. Such
prospective investors should consult their legal advisers regarding such matters. This Base Prospectus



Supplement No. 2 is not intended to provide the basis of any credit or other evaluation and should not be
considered as a recommendation by the Issuer, the Company, the Arrangers or the Dealers that any recipient of
this Base Prospectus Supplement No. 2 should purchase the Notes. Each potential purchaser of Notes should
determine for itself the relevance of the information contained in this Base Prospectus Supplement No. 2 and its
purchase of Notes should be based upon such investigation as it deems necessary. None of the Dealers or the
Arrangers undertakes to review the financial condition or affairs of the Issuer or the Company during the life of
the arrangements contemplated by this Base Prospectus Supplement No. 2 nor to advise any investor or potential
investor in the Notes of any information coming to the attention of any of the Dealers or the Arrangers.

The Arrangers, the Dealers and their respective affiliates have performed and expect to perform in the future
various financial advisory, investment banking and commercial banking services for, and may arrange non-
public market financing for, and enter into derivatives transactions with, the Company and its affiliates. The
Dealers and Arrangers are acting exclusively for the Company and the Issuer and no one else in connection with
the Programme and the Notes and will not be responsible to any other person for providing the protections
afforded to their respective clients or for providing advice in relation to the Programme and the Notes.

The Issuer is a société anonyme incorporated for an unlimited duration under the laws of the Grand Duchy of
Luxembourg (“Luxembourg”). The Issuer is not a subsidiary of the Company. The registered office of the Issuer
is located at 2, Boulevard Konrad Adenauer, L-1115 Luxembourg and the Issuer is registered with the Registre
de Commerce et des Sociétés a Luxembourg (the Register of Commerce and Companies in Luxembourg) under
number B 168.434. For further information about the Issuer, see “GPN Capital S.A.” in the Base Prospectus.

This Base Prospectus Supplement No. 2 has been filed with and approved by the Central Bank as required by
the Prospectus (Directive 2003/71/EC) Regulations 2005, as amended.

Any investment in any Notes does not have the status of a bank deposit and is not within the scope of the
deposit protection scheme operated by the Central Bank.

In connection with the issue of any Series of Notes, the Dealers (if any) named as stabilising manager(s) (the
“Stabilising Manager(s)™) (or any person acting on behalf of any Stabilising Manager(s)) in the applicable Final
Terms may over-allot Notes or effect transactions with a view to supporting the market price of the Notes at a
level higher than that which might otherwise prevail. However, this is no assurance that the Stabilising
Manager(s) (or any person acting on behalf of any Stabilising Manager(s)) will undertake stabilisation action.
Any stabilisation action may begin on or after the date on which adequate public disclosure of the terms of the
offer of the relevant Series of Notes is made and, if begun, may be ended at any time, but it must end no later
than the earlier of 30 days after the issue date of the relevant Series of Notes and 60 days after the date of the
allotment of the relevant Series of Notes. Any stabilisation action or over-allotment must be conducted by the
relevant Stabilising Manager(s) (or any person acting on behalf of any Stabilising Manager(s)) in accordance
with all applicable laws and rules.

NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, IS MADE BY THE DEALERS OR
THE ARRANGERS AS TO THE ACCURACY OR COMPLETENESS OF THE INFORMATION SET
FORTH IN THIS BASE PROSPECTUS SUPPLEMENT NO. 2, AND NOTHING CONTAINED IN THIS
BASE PROSPECTUS SUPPLEMENT NO. 2 IS, OR SHALL BE RELIED UPON AS, A PROMISE OR
REPRESENTATION, WHETHER AS TO THE PAST OR THE FUTURE.

EACH PERSON RECEIVING THIS BASE PROSPECTUS SUPPLEMENT NO. 2 ACKNOWLEDGES THAT
SUCH PERSON HAS NOT RELIED ON THE DEALERS, THE ARRANGERS OR ANY OF THEIR
AFFILIATES OR ANY PERSON ACTING ON THEIR BEHALF IN CONNECTION WITH ITS
INVESTIGATION OF THE ACCURACY OR COMPLETENESS OF SUCH INFORMATION OR ITS
INVESTMENT DECISION. EACH PERSON CONTEMPLATING MAKING AN INVESTMENT IN ANY
NOTES ISSUED UNDER THIS PROGRAMME FROM TIME TO TIME MUST MAKE ITS OWN
INVESTIGATION AND ANALYSIS OF THE CREDITWORTHINESS OF THE ISSUER, THE COMPANY
AND THE GROUP AND ITS OWN DETERMINATION OF THE SUITABILITY OF ANY SUCH
INVESTMENT, WITH PARTICULAR REFERENCE TO ITS OWN INVESTMENT OBJECTIVES AND
EXPERIENCE, AND ANY OTHER FACTORS WHICH MAY BE RELEVANT TO IT IN CONNECTION
WITH SUCH INVESTMENT.

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND
EXCHANGE COMMISSION, ANY STATE SECURITIES COMMISSION IN THE UNITED STATES OR



ANY OTHER U.S. REGULATORY AUTHORITY, NOR HAVE ANY OF THE FOREGOING
AUTHORITIES PASSED UPON OR ENDORSED THE MERITS OF THE OFFERING OF NOTES OR THE
ACCURACY OR THE ADEQUACY OF THIS BASE PROSPECTUS SUPPLEMENT NO. 2. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE IN THE UNITED STATES.

INFORMATION CONTAINED IN THIS BASE PROSPECTUS SUPPLEMENT NO. 2 IS NOT AN OFFER,
OR AN INVITATION TO MAKE OFFERS, SELL, PURCHASE, EXCHANGE OR TRANSFER ANY
SECURITIES IN THE RUSSIAN FEDERATION, AND DOES NOT CONSTITUTE AN ADVERTISEMENT
OF OFFERING OF ANY SECURITIES IN THE RUSSIAN FEDERATION. THE SECURITIES
REFERENCED TO IN THIS BASE PROSPECTUS SUPPLEMENT NO. 2 HAVE NOT BEEN AND WILL
NOT BE REGISTERED IN THE RUSSIAN FEDERATION OR ADMITTED TO PUBLIC PLACEMENT
AND/OR PUBLIC CIRCULATION IN THE RUSSIAN FEDERATION AND ARE NOT INTENDED FOR
“PLACEMENT” OR “CIRCULATION” IN THE RUSSIAN FEDERATION EXCEPT AS PERMITTED BY
RUSSIAN LAW.

AVAILABLE INFORMATION

Each of the Company and the Issuer has agreed that, for so long as any Notes are “restricted securities” within
the meaning of Rule 144(a)(3) under the Securities Act, the Company or the Issuer will, during any period in
which it is neither subject to Section 13 or 15(d) of the U.S. Securities Exchange Act of 1934, as amended (the
“Exchange Act”) nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder, provide to any holder or
beneficial owner of such restricted securities or to any prospective purchaser of such restricted securities
designated by such holder or beneficial owner or to the Trustee for delivery to such holder, beneficial owner or
prospective purchaser, in each case upon the request of such holder, beneficial owner, prospective purchaser or
Trustee, the information required to be provided by Rule 144A(d)(4) under the Securities Act.
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RISK FACTORS

The following section supplements the discussion beginning on page 5 of the Base Prospectus, entitled ““Risk
Factors™.

Risks Relating to the Group and the Oil and Gas Industry

The following sentence shall be added to the end of the risk factor entitled ““Recent amendments to Russian
customs law have shifted the tax dynamics and affected the profitability of the Group’s upstream and
downstream operations and further Russian tax amendments may negatively affect the Group’s profitability” on
page 6 of the Base Prospectus.

For the year ended 31 December 2012, the Group estimates that the 60-66 Amendments had a net neutral impact
on its financial results. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Key Factors Affecting Operating Results — Taxation”.

Risks Relating to the Russian Legal System and Russian Legislation

The fifth paragraph of the risk factor entitled ““If the Russian Federal Antimonopoly Service (“FAS”) were to
conclude that the Group has conducted its business in contravention of antimonopoly legislation, it could
impose administrative sanctions on the Group™ on pages 19 and 20 of the Base Prospectus shall be replaced in
its entirety by the following.

In addition, FAS has prepared draft laws “On Market Pricing of Oil and Oil Products” and “On the
Particularities of Turnover of Oil and QOil Products in the Russian Federation” that hold other potential risks for
the Group, including:

e the possible prohibition for businesses (such as a vertically-integrated oil company like the Group) having a
dominant position on combining wholesale and retail sales of motor and diesel fuels;

e the possible prohibition for businesses with more than a 35% market share in a given motor fuel retail sales
market on acquiring or leasing additional petrol stations or land plots for the construction of petrol stations
intended for the retail sale of motor fuel (a market share that the Group has in a number of Russian
markets);

e the possible requirement on businesses having more than 35% of the total motor fuel-storage capacity in a
regional market to make available to third parties motor fuel storage services on a non-discriminatory basis;
and

e the introduction of a methodology for calculating competitive domestic market prices, a deviation from
which may be treated by FAS as setting monopolistic prices. According to the draft law, the new
methodology would use comparative foreign market price indices (on a netback parity principle), domestic
over-the-counter market price indices (based on commodity exchange-registered over-the-counter-
transactions, as well as indices regularly published by various research and analytical agencies), and
domestic commodity exchange price indices.

Risks Relating to the Russian Taxation System

The risk factors entitled ““The Russian taxation system is relatively underdeveloped” and “New Russian transfer
pricing rules may subject the Group’s transfer prices to challenge by the Russian tax authorities”on pages 22
and 23 of the Base Prospectus shall be replaced in their entirety by the following.

The Russian taxation system is not well-developed and is subject to frequent changes, which could have an
adverse effect on the Group.

The Government is continually reforming the tax system by redrafting parts of the Tax Code of the Russian
Federation (the “Russian Tax Code”). These changes have resulted in some improvement in the tax climate. As
of 1 January 2009, the corporate profits tax rate was reduced to 20%. For individuals who are tax residents in
Russia the current personal income tax rate is 13%. The general rate of VAT is 18%. Since 1 January 2010, the
Unified Social Tax was replaced by social security charges to the Russian pension, social security and medical
insurance funds. The total rate of the respective social security charges equals 30% on the taxable base of up to
RUB 568,000 of an employees’ annual remuneration and 10% on the amount exceeding RUB 568,000 for 2013.
In addition, new Russian transfer pricing legislation has been in force since 1 January 2012.

Russian tax laws, regulations and court practice are subject to frequent change (as evidenced, for example, by
the 2012 MET amendments and the ongoing discussions about changing the methodology for calculating the
MET for natural gas), as well as to varying interpretations and inconsistent and selective enforcement. In
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accordance with the Constitution of the Russian Federation, laws that introduce new taxes or worsen a
taxpayer’s position cannot be applied retroactively. Nonetheless, there have been several instances when such
laws have been introduced and applied retroactively.

Despite the Government’s taking steps to reduce the overall tax burden in recent years in line with its objectives,
there is a possibility that the Russian state authorities could impose additional taxes in the future, which could
have a material adverse effect on the Group’s business, results of operations, financial condition, and the value
of the Notes.

Generally, taxpayers are subject to tax audits for a period of three calendar years immediately preceding the year
in which the decision to carry out a tax audit has been taken. In certain circumstances repeat tax audits (i.e.,
audits with respect to the same taxes and the same periods) are possible. Generally, the statute of limitations for
the commission of a tax offense is also limited to three years from the date on which it was committed or from
the date following the end of the tax period during which the tax offense was committed (depending on the
nature of the tax offense). Nevertheless, according to the Russian Tax Code and based on current judicial
interpretation, there may be cases where the statute of limitations for a tax offense may be extended beyond
three years.

The Company may incur additional costs following tax audits or inspections, in particular if the relevant tax
authorities conclude that it did not satisfy its tax obligations in any given year. Such audits or inspections may
also impose additional burdens on the Group by diverting the attention of management resources. The outcome
of these audits or inspections could have a material adverse effect on the Group’s business, results of operations,
financial condition or the value of the Notes.

In October 2006, the Plenum of the Supreme Arbitrazh Court of the Russian Federation issued a ruling
concerning judicial practice with respect to unjustified tax benefits. In this context, a tax benefit means a
reduction in the amount of a tax liability resulting, in particular, from a reduction of the tax base, the receipt of a
tax deduction or tax concession or the application of a lower tax rate, and the receipt of a right to a refund
(offset) or reimbursement of tax. The ruling provides that, where the true economic intent of operations is
inconsistent with the manner in which they have been taken into account for tax purposes, a tax benefit may be
deemed to be unjustified.

The same conclusion may apply when an operation lacks a reasonable economic or business rationale. As a
result, a tax benefit cannot be regarded as a business objective in its own right. On the other hand, the fact that
the same economic result might have been obtained with a lesser tax benefit accruing to the taxpayer does not
constitute grounds for declaring a tax benefit to be unjustified. Moreover, there are no rules and little practice
for distinguishing between lawful tax optimization and tax avoidance or evasion. The tax authorities have
actively sought to apply this concept when challenging tax positions taken by taxpayers in court and are
anticipated to expand this trend in the future. Although the intention of this ruling was to combat tax law abuses,
in practice there can be no assurance that the tax authorities will not seek to apply this concept in a broader
sense than may have been intended by the Supreme Arbitrazh Court.

The above conditions create tax risks in the Russian Federation that are more significant than the tax risks
typically found in countries with more developed taxation, legislative and judicial systems. These tax risks
impose additional burdens and costs on the Group’s operations, including management resources. Furthermore,
these risks and uncertainties complicate its tax planning and related business decisions, potentially exposing the
Group to fines, penalties and enforcement measures.

The Group cannot offer prospective investors any assurance that additional tax exposures will not arise. The
above-mentioned tax risks and potential additional tax exposures could have an adverse effect on the Group’s
business, results of operations, financial condition, and the value of the Notes.

New Russian transfer pricing rules may subject the Group’s prices to challenge by the Russian tax
authorities.

Since 1 January 2012, new transfer pricing legislation has been introduced into Russian tax law, resulting in new
transfer pricing rules.

In particular, the methods for monitoring the prices of controlled transactions have been expanded and the list of
controlled transactions currently includes:

 Russian domestic transactions between related entities if the total annual turnover of such transactions
exceeds RUBL1 billion (with transitional thresholds of RUB3 billion for 2012 and RUB2 billion for 2013);

e transactions between Russian legal entities and related foreign legal entities;



e transactions with residents of offshore jurisdictions included in the list established by the Ministry of
Finance of the Russian Federation (the “Ministry of Finance”) where the amount of income attributable to
one counterparty exceeds RUB60 million; and

e cross-border transactions with certain types of commodities where the amount of income attributable to one
counterparty exceeds RUB60 million.

Risks Relating to the Issuer, Notes and Trading Market

The risk factors entitled ““Payments on the relevant Loan may be subject to Russian withholding tax™ and ““Tax
might be withheld on disposals of the Notes in the Russian Federation, reducing their value” on pages 24 to 26
(inclusive) of the Base Prospectus shall be replaced in their entirety by the following.

Payments on the Loan may be subject to Russian withholding tax.

In general, interest payments made by a Russian legal entity to a non-resident legal entity or organization on
borrowed funds are subject to Russian withholding tax at a rate of 20% for legal entities and 30% for non-
resident individuals, unless such withholding is reduced or eliminated pursuant to the terms of an applicable
double tax treaty. Based on professional advice received, the Group believes that interest payments on the Loan
made to the Issuer should not be subject to withholding tax under the terms of the applicable Convention
between the Russian Federation and the Grand Duchy of Luxembourg for the Avoidance of Double Taxation
and the Prevention of Fiscal Evasion with respect to Taxes on Income and on Capital signed on June 28, 1993
(“the Convention”). However, there can be no assurance that such double tax treaty relief will be available or
will continue to be available throughout the term of the Loan.

The application of tax benefits under the double tax treaty could be influenced by changes in the position of the
Russian tax authorities to look beyond the mere form of the transaction while assessing the availability of treaty
benefits.

On the other hand, the amendments to the Russian Tax Code introduced by Federal Law No. 97-FZ dated 29
June 2012 (the “Tax Code Amendments™) should allow the interest on the Loan not to be subject to withholding.
In particular, the Tax Code Amendments introduced into the Russian Tax Code an exemption from the
obligation to withhold tax from interest paid under transactions similar to the transactions described herein. The
Tax Code Amendments were approved into law and became effective from 1 July 2012.

According to the Tax Code Amendments, in respect of the bonds issued prior to 1 January 2014, Russian
borrowers are exempt from the obligation to withhold Russian withholding tax from interest payments made to
foreign companies on debt obligations arising in connection with placement by these foreign companies of
quoted bonds, provided that (i) there is a double tax treaty between the Russian Federation and the jurisdiction
of tax residence of the issuer, and (ii) the issuer duly confirms its tax residence. The Tax Code Amendments do
not provide tax exemption for the holders of Eurobonds from Russian tax on interest payments, although at
present there is no mechanism or requirement for non-residents to self-assess and pay the tax.

For the purpose of the Tax Code Amendments, “quoted bonds” mean bonds and other debt obligations which
passed the listing procedure and/or were admitted to circulation on one or more foreign stock exchanges and/or
rights to which are recorded by a foreign depositary-clearing organization, provided such foreign stock
exchanges and depositary-clearing organizations are on the list approved by the Federal Service for Financial
Markets of the Russian Federation (the “FSFM”) in consultation with the Ministry of Finance (the “List”). The
List, which became effective on 30 December 2012, includes the Irish Stock Exchange among the recognized
foreign stock exchanges, and Euroclear, Clearstream, Luxembourg and The Depositary Trust & Clearing
Corporation (“DTCC”) among the recognized foreign depositary-clearing organizations. Provided that the Notes
have passed the listing procedure and/or were admitted to circulation on the Irish Stock Exchange and/or the
rights to the Notes are recorded by Euroclear, Clearstream, Luxembourg or DTCC (via DTC), the Notes should
be recognized as “quoted bonds” for the purposes of the Tax Code Amendments and, therefore, payments under
the Loan should not be subject to Russian withholding tax.

According to the Tax Code Amendments, the above exemption established for interest payments is also
applicable to (i) income payable by a Russian legal entity in connection with a guarantee, surety or other
security granted by such Russian organization with respect to a debt obligation to a foreign organization and/or
with respect to quoted bonds and (ii) other income payable by a Russian organization providing that the
payment of such income is established by the provisions of the respective debt obligation or such income is paid
due to a change in the terms and conditions of the respective quoted bonds and/or debt obligations including the
cases of their early repurchase or redemption. The Tax Code Amendments do not address Russian tax treatment
of payments under the quoted bonds issued on or after 1 January 2014.



If any payments under the Loan are subject to any Russian or Luxembourg withholding tax, the Group will be
obliged, except in certain limited circumstances, to increase the amounts payable as may be necessary to ensure
that the recipient receives a net amount equal to the amount it would have received in the absence of such
withholding taxes. In addition, payments in respect of the Notes will, except in certain limited circumstances, be
made without deduction or withholding for or on account of Luxembourg taxes except as required by law.
Payments in respect of the Notes should only be subject to deduction or withholding for or on account of
Luxembourg taxes as described in *“Taxation—Luxembourg”. In the event of such a deduction or withholding,
the Issuer will be required to increase payments to the extent that it receives corresponding amounts from the
Group under the Loan Agreement. While the Loan Agreement provides for the Group to pay such corresponding
amounts in these circumstances, there are some doubts as to whether a tax gross up clause such as that contained
in the Loan Agreement is enforceable under Russian law. Due to the limited recourse nature of the Notes, if the
Group fails to pay any such gross-up amounts, the amount payable by the Issuer under the Notes will be
correspondingly reduced. Any failure by the Group to increase such payments would constitute an Event of
Default under the Loan Agreement. In certain circumstances (including following enforcement of security upon
the occurrence of a Relevant Event as defined in the Trust Deed), in the event that the Group is obliged to
increase the amounts payable, it may prepay the principal amount of the Loan together with the accrued interest
and/or additional amounts payable (if any) thereon, and all outstanding Notes would be redeemed by the Issuer
(to the extent that it has actually received the relevant funds from us).

The Issuer will grant security over certain of its rights in the Loan Agreement to the Trustee in respect of its
obligations under the Notes. The security under the Trust Deed will become enforceable upon the occurrence of
a Relevant Event, as defined in the Trust Deed. In these circumstances, payments under the Loan Agreement
(other than in respect of Reserved Rights) would be required to be made to, or to the order of, the Trustee.
Under Russian tax law, payments of interest and other payments made by us to the Trustee will in general be
subject to the Russian income tax withholding at a rate of 20% (or, potentially, 30% in respect of non-resident
individual Noteholders). It is not expected that the Trustee will, or will be able to, claim a withholding tax
exemption under any double tax treaty. In addition, while it may be possible for some Noteholders who may be
eligible for an exemption from Russian withholding tax under double tax treaties to claim a refund of tax
withheld, there would be considerable practical difficulties in obtaining any such refund.

There is a risk that under the Russian thin capitalization rules, in certain circumstances where parties related to
the Company (i.e., any foreign corporate shareholder owning directly or indirectly more than a 20% share in the
Company’s charter capital and, potentially, affiliates of such foreign corporate shareholder, collectively the
“Related Parties”) hold Notes, a portion or all of the interest to be paid by the Company under the Loan could be
reclassified as dividends for Russian tax purposes. This would occur if the overall amount of the Company’s
“controlled debt”, calculated on an individual related party basis, exceeded three times its capital, calculated in
accordance with the requirements of the Russian Tax Code. Interest in the amount of such excess would be
reclassified as dividends for the Russian tax purposes. There is a risk that the Company’s “controlled debt” may
include all or part of the Loan, to the extent that any Related Party acquires any portion of the Notes.

Such reclassification of all or a portion of the interest under the Loan as dividends could potentially lead to the
imposition of Russian withholding tax on such reclassified interest at the rate of 15%, subject to a possible tax
relief under the double tax treaty between the Russian Federation and Luxembourg, and the non-deductibility of
such interest for Russian profit tax purposes by the Company. Also, such withholding on dividends would
trigger gross-up obligation discussed above.

Based on the assumption that the amount of the Company’s *“controlled debt” calculated in accordance with the
requirements of Article 269 of the Russian Tax Code does not exceed three times the amount of its “own
capital” (“‘sobstvenniy capital’) calculated on an individual related-party basis, the Russian thin capitalization
rules should not apply currently to the interest on the Loan. However, changes in these assumptions could result
in all or a portion of such interest being subject to the thin capitalization rules in the future, so as to treat “excess
interest” related to the Loan as a dividend under the double tax treaty between the Russian Federation and
Luxembourg subject to 15% withholding tax applicable to dividends (subject to possible tax treaty relief, if
any), rather than a zero withholding tax applicable to interest. Such withholding on dividends would trigger the
gross-up obligation discussed above.

It is currently unclear whether the obligations with respect to gross-up payments will be enforceable in the
Russian Federation. If, in the case of litigation in the Russian Federation, a Russian court does not rule in favor
of the Issuer or the Trustee or the Noteholders, there is a risk that the tax gross-up for withholding tax will not
take place and that payments made by us under the Loan Agreement will be reduced by Russian income tax
withheld by the Company. See “Taxation— Russian Federation”.

Tax might be withheld on disposals of the Notes in the Russian Federation, reducing their value.
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If a non-resident Noteholder that is a legal person or organization, which in each case is not organized under
Russian law and which holds and disposes of the Notes otherwise than through a permanent establishment in
Russia, sells the Notes and receives proceeds from a source within the Russian Federation, there is a risk that
any part of the payment that represents accrued interest may be subject to a 20% Russian withholding tax (even
if a disposal is performed at a loss). The foreign Noteholder may be entitled to a reduction of such Russian
withholding tax under an applicable double tax treaty.

Where proceeds from a disposal of the Notes are received from a source within the Russian Federation by a non-
resident Noteholder that is an individual, there is a risk that Russian withholding tax would be charged at a rate
of 30% on gross proceeds from such disposal of the Notes less any available cost deduction. There is no
assurance that advance double tax treaty relief would be granted to an individual and obtaining a refund can
involve considerable practical difficulties. The imposition or risk of imposition of this withholding tax could
adversely affect the value of the Notes. See “Taxation—Russian Federation”.



PRESENTATION OF CERTAIN INFORMATION
Presentation of Financial Information

The financial information of the Group included in this Base Prospectus Supplement No. 2 as at and for the year
ended 31 December 2012, as well as the comparative information as at and for the year ended 31 December
2011, have been derived from its audited consolidated financial statements prepared in accordance with IFRS
(the “2012 Financial Statements™), included elsewhere in this Base Prospectus Supplement No. 2, which have
been audited by ZAO PricewaterhouseCoopers Audit, independent auditors, as stated in their report appearing
herein.

The 2012 Financial Statements have been prepared in accordance with International Financial Reporting
Standards (IFRS). They are the Group’s first consolidated annual financial statements prepared in accordance
with IFRS and IFRS 1, First-time Adoption of International Financial Reporting Standards has been applied. All
the relevant data on the transition from U.S. GAAP is described in note 35 to the 2012 Financial Statements.

Oil and Gas Information

This Base Prospectus Supplement No. 2 contains information concerning the Group’s estimated proved,
probable and possible oil and gas reserves that has been derived from reports of D&M, which carried out
independent audits of the reserve estimates of the Group’s consolidated subsidiaries and of each Equity Affiliate
as at 31 December 2012 (collectively, the “2012 Reserves Reports”), in each case according to PRMS standards
and the standards of the SEC. Neither the 2012 Reserves Reports, nor a summary thereof are included in this
Base Prospectus Supplement No. 2.

Currencies

The table below sets forth, for the periods and dates indicated, the high, low, period end and period average
exchange rate between the Rouble and the U.S. dollar, based on the official exchange rate quoted by the CBR
for the relevant period. Fluctuations in the exchange rate between the Rouble and the U.S. dollar in the past are
not necessarily indicative of fluctuations that may occur in the future. These rates may also differ from the
actual rates used in the preparation of the 2012 Financial Statements and other financial information presented
in this Base Prospectus Supplement No. 2.

RUB per USD 1.00

Period Period
High Low end average®
Period
2002 . e aae e 34.04 28.95 30.37 31.09
January 2013................. 30.42 30.03 30.03 30.26
February 2013 30.62 29.93 30.62 30.16
MaArCh 2013, 31.08 30.51 31.08 30.80

(1) The average rates are calculated as the average of the daily exchange rates on each business day (which rate is announced by the CBR
for each such business day) and on each non-business day (which rate is equal to the exchange rate on the previous business day).

No representation is made that the Rouble or U.S. dollar amounts referred to herein could have been or could be
converted into Roubles or U.S. dollars, as the case may be, at these rates, at any particular rate or at all. The
exchange rate between the Rouble and the U.S. dollar fluctuated significantly in 2012. The CBR rate on
12 April 2013 was RUB 30.88 = USD 1.00.



CAPITALISATION

The following table shows the Group’s capitalisation as of 31 December 2012. For further information
regarding the Group’s financial condition, see “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” in the Base Prospectus, the Base Prospectus Supplement No. 1 and this Base
Prospectus Supplement No. 2, as well as the Financial Statements in the Base Prospectus and the 2012 Financial
Statements in this Base Prospectus Supplement No. 2.

As of
31 December 2012

RUB million

Short-term debt

BANK T0BNS ...t 13,084
(@1 1= g T €011V T o OSSOSO PRTRPY 6,085
Current portion Of IONG-TEIM AEDE............coveivceeeee et eeete et es st s st e sen s 47,026
Total short-term debt and current portion of 10Ng-term debt ............cco..ovvveerveereeereereesneeeer 66,195
Long-term debt

2T LG [ 12 PR ORRR 82,240
2701010 F SRRSO 82,025
L0an PartiCIPation NOTES ..........oiiiiieieeieeee ettt ettt st e et b e bt sbe b e b e e e e eseeneebesee e 46,118
(@1 1= gl T T €011V T o OSSOSO PRSP 3,060
Less cUrent POrtION OF AEDE.........ccccviviiiirieiiietei e, (47,026)
Total long-term debt (excluding current portion of Iong-term debt) ............coo.coovvoevveoeeeereceene, 166,417
Equity attributable to the Company’s owners

SRAIE CAPITAL .....viviieiec e ettt b bt et reebeere e ebe e 98
TTEASUIY SNAIES ....i.vitesiitiete ettt ettt ettt sttt e e st et e e bt e be s b e b e st eseebe e b e e b e b e s ess e b ent et e ebe st e s e b eseenseteabeebentens (1,170)
Additional Paid-in CAPITAL .........ooviiiiiii e 16,125
RETAINEA BAIMINGS. ...ttt h bbb et b e bt bt s b et b e s e e bt eb e sb e b et se et e sbe st nre e 818,808
(O1 LT =TT AV TR 1,023
Equity attributable to the COMPANY’S OWNEES. ..........ccveeveeueeeeeeeeeeseeeeeesesessesessesessssssesssssessessssenseseseen, 834,884
Total CapItaliSAtION® .............oo.oiveeeeeeeeeee e 1,067,496

(1) Total of short-term debt, long-term debt and equity attributable to the Company’s owners.

Other than as disclosed below, there have been no material changes in the capitalisation of the Group since 31
December 2012 to the date of this Base Prospectus Supplement No. 2.

In January 2013, the Group prepaid prior to maturity its Rouble-denominated bonds issued as 03 series with a
total par value of RUB 8 billion.

In February 2013, the Group fully repaid a short-term loan facility provided by Sbherbank in December 2012 in
the amount of USD 390 million.

In April 2013, the Group redeemed its Rouble-denominated bonds issued as 05 and 06 series. As a result, the
Group’s indebtedness was reduced by RUB 20 billion.



SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following tables present selected consolidated financial information of the Group as of and for the years
ended 31 December 2012 and 2011. With the exception of the section entitled “Non-IFRS Data,” this
information has been extracted without material adjustment from the 2012 Financial Statements. All information
in this Summary Consolidated Financial Information should be read in conjunction with “Use of Proceeds”,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the Financial
Statements included in the Base Prospectus, as well as “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and 2012 Financial Statements included in this Base Prospectus
Supplement No. 2.

Statement of comprehensive income Year ended 31 December
2012 2011
(RUB million)
Revenue
SIS ettt ee 1,517,067 1,291,596
Less export duties and sales related excise taX ..........cc.ccocerereenenn. (286,801) (261,793)
Total revenue from Sales ..........ccoveviiiiiicicciec e 1,230,266 1,029,803

Costs and other deductions

Purchases of oil, gas and petroleum products ...........c..ccceveienenn. (430,485) (314,199)
Production and manufacturing eXpenses. ........cccceeevveveesesenennens (123,367) (107,523)
Selling, general and administrative eXPenses...........cccoverererieneas (66,115) (51,430)
Transportation EXPENSES .........coerveerirererieriesie e (93,813) (81,935)
Depreciation, depletion and amortisation ...........c.cccceeeeercvienennne (58,461) (55,799)
Taxes other than iNCOME taX .........ccoeeeieriiieniieee e (251,128) (208,196)
EXPIOration EXPENSES .......overviveiirieiireiieiste et (3,263) (2,105)
Total operating eXPENSES..........cccrriririrneee s (1,026,632) (821,187)
Other (10SS)/gaiN, NEL........ccevriiireiecrreeeese s (4,891) 925
Operating Profit........cccviie e 198,743 209,541
Share of profit of equity accounted investments............cc.ccoceeuenee 28,281 6,874
Net foreign exXchange gain .........ccceveirneieneiieneesee e 953 740
FINANCE INCOME.......civiiiiiictie e 3,174 1,956
FINANCE EXPENSE ... .cviiitiniiieiirieire et (11,160) (11,446)
Total other inCOME/(EXPENSE) ...ccvevevereeieirieiieie e 21,248 (1,876)
Profit before inCOME taX ........ccveceeeieice e 219,991 207,665
Current profit taX eXPENSE. ......cccerireiirieereriee e (30,085) (33,728)
Deferred profit taX eXPenSe..........covvierirerereeneineesee s (5,754) (6,268)
Total iNCOMe taxX EXPENSE.......cvvrierrerererrierrere e (35,839) (39,996)
Profit for the Year ..o 184,152 167,669
Other comprehensive (loss)/income:

Currency translation differences..........ccocoevvvivievevcicieccisiese (4,299) 3,526
Share of other comprehensive income of associates..................... - 7
Cash flow hedge .......cccooviiiiiiee e 5,156 (9,075)
Other comprehensive income for the year.........c.ccccovcvvienenne 857 (5,542)
Total comprehensive income for the year...........cccccveevvivinenee. 185,009 162,127
Profit attributable to:

- Gazprom neft shareholders.........ccooeeeiiinenine e 176,296 160,362
- Non-controlling shareholders ............c.coevvveviiieienciccsee 7,856 7,307
Profit for the Year ..o 184,152 167,669
Total comprehensive income attributable to:

- Gazprom neft shareholders.........ccooeeeiiiieniii e 178,259 153,444
- Non-controlling shareholders ............c.coevvveiiieneieccsee 6,750 8,683
Total comprehensive income for the year...........ccccccvoevvviienne. 185,009 162,127



Selected cash flow data

Net cash provided by operating aCtivitieS ..........ccccooevveiviiiiienennnns
Net cash used in investing actiVities .........cccccooveveininininiiene
Net cash used in financing actiVities............ccocveverniininininenne
Increase/(decrease) in cash and cash equivalents
Effect of foreign exchange on cash and cash equivalents..............
Cash and cash equivalents at beginning of the year......................

Cash and cash equivalents at end of the year .............cc.cccooeee.

Statement of financial position

Assets

Current Assets

Cash and cash equIValENtS ...........ccooeiiieiiicee e
Short-term financial SSEtS..........ccvvvivveiiieiiiicee e
Trade and other reCeiVabIES .........cccccoveviiiiiicie e
Inventories
Current income taxX Prepayments .......cocevveveieeiseseneseseseeeeseens
Other CUMTENE ASSELS.......ccvieviieieiiececctecre ettt

Assets classified as held for sale...........cocovvvevcieciicie e,
Total CUITENT ASSELS......cviiiiieieie et

Non-Current Assets

Property, plant and equIpmMeNt ............ccooeieiiieiiiie e,
Goodwill and other intangible assets ..................

Investments in associates and joint ventures
Long-term trade and other receivables................

Long-term financial assets..........ccocovvevvivviiiiiennns
Deferred inCOME taX 8SSEL......coviveirierireieriee s

Other NON-CUITENT ASSELS ....cvvevveieeceeeeie ettt
Total NON-CUITENT ASSELS.......ccvvicviiiieeiiie ettt
TOLAL ASSELS .vviivieiiii ettt

Liabilities and shareholders’ equity

Current liabilities

Short-term debt and current portion of long-term debt.................
Trade and other payables...........ccocvceveviieiiiiciiececeins

Other current liabilities..........cccccoeviiiiiincnenn.
Current income tax payable ...........cccococieninenns
Other taxes payable...........cooieiiieiee e
Provisions for liabilities and charges ...........cccoovvieienciceieee,
Liabilities associated with assets classified as held for sale.........

Total current liabilities

Non-current liabilities

LONG-term debt ......covviiiieiicee s
Other non-current financial liabilities..........ccccocvvvviiiiiiiinnnn
Deferred income tax liability
Provisions for liabilities and charges ...........cccccevvvevevevicieniennn,
Other non-current Habilities.........coooveiiiiiii e
Total non-current liabilities

Equity

Share capital .........coocoiiiiiii
TrRASUNY SNAIES ....cviiiiiieieiice ettt
Additional paid-in capital ..........cccoooiiiiiiiii e
Retained earnings

Other reserves........
Equity attributable to the Company’s owners.............ccccoce..e.
NON-CONtrolling INErESt........cvvviveirceees s
TOtal EQUILY ...
Total liabilities and shareholders’ equity.........c.cccovevirerenne

Year ended 31 December

2012 2011
(RUB million)

231,073 180,871
(166,615) (142,289)
(16,032) (45,505)
48,426 (6,923)
(1,850) 1,431
29,436 34,928
76,012 29,436

Year ended 31 December

2012 2011
(RUB million)

76,012 29,435
15,863 18,951
66,596 70,780
88,284 74,201

8,384 12,377
106,265 89,518
2,179 2,029
363,583 297,291
669,425 574,982
40,162 40,194
185,087 175,315
159 219
23,253 9,487
10,670 11,934
7,769 8,737
936,525 820,868
1,300,108 1,118,159
66,195 44,330
51,348 41,196
31,128 25,165
2,631 1,994
35,908 30,089
6,987 6,888
42 667
194,239 150,329
166,417 176,979
5,232 6,824
38,759 32,443
18,062 17,458
1,968 1,956
230,438 235,660
98 98
(1,170) (1,170)
16,125 10,022
818,808 676,947
1,023 (940)
834,884 684,957
40,547 47213
875,431 732,170
1,300,108 1,118,159



Non-1FRS Data

Year ended 31 December

2012 2011

o (RUB million)
EBITDAW ..ot 290,376 271,289
Adjusted EBITDA® ... 323,106 300,077

(1) In respect of the years ended 31 December 2012 and 31 December 2011, EBITDA is defined as earnings before interest, income
tax, net foreign exchange gain /(loss), depletion, depreciation and amortisation and other loss/(gains), net.

(2) Adjusted EBITDA represents the Group’s EBITDA and its share in the Equity Affiliates’ EBITDA. The table below presents a
reconciliation of EBITDA and Adjusted EBITDA to the Group’s profit for the year for the years ended 31 December 2012 and
2011. See “Note 34 to the 2012 Financial Statements”.

Year ended 31 Year ended 31

December 2012 December 2011
(RUB million)
Profit for the YEar ... 184,152 167,669
Total iINCOME tAX EXPENSE ...cvveveeieiiirieieiee ettt 35,839 39,996
Finance expense 11,160 11,446
Finance income (3,174) (1,956)
Depreciation, depletion and amortisation .............ccoceveevvenienenicnienennns 58,461 55,799
Net foreign exchange gain (953) (740)
Other 10SS/(GaIN), NEL......corviiieirieireeees e 4,891 (925)
EBITDA ..ottt 290,376 271,289
Less share of profit of Equity Affiliates..........ccoooviiiieiiiiiiieeee (28,281) (6,874)
Add share of EBITDA of Equity Affiliates .........cccocivniiiiniiiniee 61,011 35,662
AdJusted EBITDA ..o 323,106 300,077
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following section supplements the discussion beginning on page 56 of the Base Prospectus, entitled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations™. The following
discussion and analysis should be read in conjunction with “Summary Consolidated Financial Information”
and the 2012 Financial Statements included in this Base Prospectus Supplement No. 2. This review includes
forward-looking statements that involve risks and uncertainties. Actual results could differ materially from those
anticipated in the forward-looking statements as a result of numerous factors, including the risks discussed in
“Risk Factors™ appearing in the Base Prospectus.

Changes in Group Structure from 30 June 2012 to 31 December 2012

Acquisition of LLC Gazprom neft Novy Port

In November 2012, as a result of an additional share issuance the Group acquired 90% of the shares of LLC
Gazprom neft Novy Port with Gazprom’s interest being reduced to 10%. The acquired company holds
exploration and production licences for the Novoportovskoe oil field. The transaction was treated as a common
control transaction and accounted for using predecessor accounting method. See “Note 5 to the 2012 Financial
Statements.” The difference between the cash consideration paid of RUB 6.3 billion and the value of assets and
liabilities acquired of RUB 4.9 billion was accounted for as additional paid-in capital for the year ended 31
December 2012.

Acquisition of LLC Zhivoi Istok

In October 2012, the Group acquired 100% of the shares in LLC Zhivoi Istok for consideration of RUB 1,108
million. The acquired entity holds licences to explore and produce oil at the Baleykinsky field and to survey the
Uranskaya acreage. See “Note 5 to the 2012 Financial Statements.”

Key Factors Affecting Operating Results

The following factors are key factors that have significantly affected the Group’s results of operations and
financial condition during the period under review, and the comparability thereof, or which the Group expects
will significantly affect (or continue to affect) its operations in the future.

Price of Crude Oil and Petroleum Products

The following table represents average annual international and Russian domestic crude oil and petroleum
product prices for the years ended 31 December 2012 and 2011.

Units 2012 2011 % Change
International market
BIeNt...ocoovviicicee e USD/bbl 111.67 111.24 0.4%
Urals (Med/NWE) .......ccoovvevrirninnen. USD/bbl 110.43 109.10 1.2%
Premium petrol (Med/NWE) .............. UsD/tonne 1,035.87 983.88 5.3%
Naphtha(Med/NWE)...........c.cccvrvvnennn. USD/tonne 926.84 920.81 0.7%
Diesel fuel (Med/NWE)..........c..cccu..... USD/tonne 980.17 958.97 2.2%
Gas oil 0.2% (Med/NWE) .................. USD/tonne 953.79 931.87 2.4%
Fuel oil 3.5% (Med/NWE).................. USD/tonne 623.48 602.55 3.5%
Domestic market RUB/tonne
High octane petrol ..........ccccooeveneene. — 26,205 24,603 6.5%
Low octane petrol ...........ccocevereneene. — 23,239 22,102 5.1%
Diesel fuel........cccoovveeveieiiicieeee — 24,270 20,855 16.4%
(U] o] 1 PO — 9,167 8,712 5.2%

Sources: Platts (international market), Kortes (domestic market)
Taxation

The Group is subject to numerous taxes, which have had and are expected to continue to have a significant
impact on the Group’s results of operations. Export duties payable on the sale of crude oil and refined petroleum
products to markets outside of Russia and MET on crude oil and natural gas represent the most significant direct
duties and taxes to which the Group is subject.

The following table sets forth the export customs duty for crude oil, gas and petroleum products and the MET
for crude oil and natural gas payable by the Group for the years ended 31 December 2012 and 2011.
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Units 2012 2011 % Change
Export Customs Duty
Crude Ol ..c.ooveviiiiviec e USD/tonne 404.26 408.92 (1.1%)
Light petroleum products® ............ccccoevvevenn. USD/tonne 266.78 274.07 (2.7%)
High octane petrol and naphtha ..................... USD/tonne 363.79 391.16 (7.0%)
Heavy petroleum products®..........c..cco.eevene. USD/tonne 266.78 208.21 28.1%
Mineral Extraction Tax
Crude Ol ....ceeveeeieeeie e RUB/tonne 5,066 4,455 13.7%
NAUral gaS.....cveveiireireeeee s RUB/Mcm - 237 -
Natural gas for owners of gas-supply
system and its subsidiaries............c..ccceeveunnne. RUB/Mcm 509 . .
Natural gas for other categories..................... RUB/Mcm 2513 - -

o)
0]
©)

Light petroleum products in this category include diesel and jet fuel.
Heavy petroleum products in this category include fuel oil.

Beginning 1 January 2012, a lower rate of MET was applied to entities that do not own the central gas transportation system and that

are not more than 50% owned directly or indirectly by the owners of the central gas transportation system. As a result, while other gas
producers benefit from these lower rates, the Group, as a subsidiary of Gazprom, pays the higher rates.

Excise Tax

Prior to 1 January 2011, excise taxes on oil products were set based on the type of oil product and on its octane
level. In accordance with Russian Federal Law No. 306 of 27 November 2010, the following domestic
petroleum products excise rates were established from 1 January 2011;

2012 2013
(Jan.- 2012 2013 (Jan (July-
2011 June) (Jul.-Dec.) —June) Dec.) 2014 2015
Petrol (RUB/tonne)
Below EUro 3.......cccccceveee. 5,995 7,725 8,225 10,100 10,100 11,110 13,332
5,672 7,382 7,882 9,750 9,750 10,725 12,879
5,143 6,822 6,822 8,560 8,960 9,416 10,358
5,143 6,822 5,143 5,143 5,750 5,750 6,223
6,089 7,824 7,824 10,229 10,229 11,252 13,502
Diesel fuel
Below EUro 3.......ccccoeveene. 2,753 4,098 4,300 5,860 5,860 6,446 7,735
Euro 3....ccceenve. 2,485 3,814 4,300 5,860 5,860 6,446 7,735
Euro 4..... 2,247 3,562 3,562 4,934 5,100 5,427 5,970
Euro5......... 2,247 3,562 2,962 4,334 4,500 4,767 5,244
Heating oil - - - - 5,860 6,446 7,735
1Y/ 0] o] o | 4,681 6,072 6,072 7,509 7,509 8,260 9,086
Rouble/U.S. Dollar Exchange Rate and Inflation
The following table sets out rates of inflation and foreign exchange movements for the periods indicated.
Year ended 31 December
Inflation and RUB/USD exchange rate 2012 2011
Russian iNflation Fate..........cccoieeiiiieiie e 6.6% 6.2%
Producer price iNAEX (“PP1)...cvciiiiiieiisesieeees e 5.0% 12.3%
RUB/USD exchange rate at period beginning...........ccccoeevervrienererisinneseeeeenns 32.20 30.35
RUB/USD exchange rate at period end. .............cococovvviinnnniiinces 30.37 32.20

Sources: CBR and Rosstat (Russian inflation rate and PPI)

Transportation Costs of Crude Oil and Petroleum Products

The following table shows average transport costs per tonne (including all modes of transportation used) of the
Group’s crude oil for export and use at its refineries, as well as costs per tonne for the transportation of its
petroleum products from the Omsk, Moscow and YANOS Refineries for export.
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Year ended 31 December

2012 2011 % Change
(RUB/tonne)

Oil
Export
PIPEIINE ooviiiieee s 1,522.19 1,424.40 6.9%
CIS
PIPEliNg ...cviiicecce e 1,220.67 1,217.71 0.2%
Transportation to refineries
OMSK REFINEY....ccoviiiiiieiee e 451.55 446.26 1.2%
MOSCOW REFINEIY.....cceiiiiiiiiceree e 883.65 667.16 32.4%
YANOS REFINEIY....coviiiieieiiiiirsicciee e 872.10 903.86 (3.5%)
Petroleum products
Export from Omsk Refinery
PEEFOL. ..ot 2,551.84 2,106.23 21.2%
FUBL Ol 3,537.01 3,224.47 9.7%
Diesel fUel........coeeiiiriccc s 3,288.34 2,579.14 27.5%
Export from Moscow Refinery
PEEMOL. ... 1,650.03 1,465.12 12.6%
FUBL Ol 1,402.24 1,340.22 4.6%
Diesel fuel........oovieiiic e 1,655.55 1,418.60 16.7%
Export from YANOS Refinery
PEEMOL ..t 1,247.74 1,406.81 (11.3%)
FUBL Ol 1,433.57 1,368.54 4.8%
Diesel fUel.......ccoeeiiiircc 1,305.22 1,232.77 5.9%

Production Volumes

The Group’s revenues and costs are directly affected by the volume of crude oil, petroleum products and gas
produced by the Group. The following table sets out certain key operational information for the Group for the
year ended 31 December 2012.

Year ended 31 December

2012 2011 % Change
Operational information
Hydrocarbon production (MmbOoe)...........ccceevreiinienniiiineene 439.0 421.6 4.1%
Crude oil production (mmbbl) 373.6 368.3 1.5%
Gas production (BCT) ....cveiciiiiiiiiec 392.3 320.2 22.5%
Production of petroleum products at refineries (mmtonnes)......... 41.0 38.3 7.0%

Crude oil

Total crude oil production for the Group increased 1.5% to 373.6 mmbbl for the year ended 31 December 2012,
compared to 368.3 mmbbl for the year ended 31 December 2011. This increase in production was mainly due to
continued growth at the Priobskoye field, increased activities to improve yields across all Group fields and the
acquisition of the Group’s Orenburg assets. These increases were somewhat offset by increased watercut at
West-Salym field, which resulted in a 9.9% decline in oil production at SPD for the year ended 31 December
2012.

Gas

Gas production for the year ended 31 December 2012 increased 22.5% to 392.3 bcf, compared to 320.2 bcf for
the year ended 31 December 2011. This increase was primarily attributable to new gas production sources
(chiefly the Group’s Orenburg assets and the Samburgskoe oil field of Sever Energia), the Group’s gas
utilisation programme and the expansion of operations at the Muravlenkovskoye field. The increase of gas
production at SPD was a result of the construction of a new gas processing plant.

Petroleum products at refineries

The Group’s production of petroleum products increased 7.0% for the year ended 31 December 2012, to 41.0
mmtonnes, compared to 38.3 mmtonnes for the year ended 31 December 2011. The increase was primarily the
result of the beginning of crude oil processing at the Mozyr Refinery, increased effective capacity as a result of
removing bottlenecks at the Group’s facilities, efficient management of maintenance schedules at the Group’s
refineries and growing demand for the Group’s petroleum products generally. The increase in production was
somewhat offset by a 8.9% reduction in refining throughput at the NIS Refineries due to changing local market
conditions.
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Recent Developments

On April 8, 2013, the Company and Royal Dutch Shell signed an agreement to establish a 50-50 joint venture to
pursue new projects for oil shale exploration and development in Khanty-Mansiysk, with SPD, at the initial
stage, expected to provide oil field services.

In April 2013, the Group redeemed its Rouble-denominated bonds issued as 05 and 06 series. As a result, the
Group’s indebtedness was reduced by RUB 20 billion.

In January 2013, the Group prepaid prior to maturity its Rouble-denominated bonds issued as 03 series with a
total par value of RUB 8 billion.

As of 1 January 2013, a series of changes to IFRS accounting policies took effect, including some that affect the
methods used to account for the Group’s share in the results of the Equity Affiliates. See “Note 4 to the 2012
Financial Statements”.

Results of Operations for the years ended 31 December 2012 and 2011

Financial Overview

The following table sets out certain key financial information for the Group for the years ended 31 December
2012 and 2011.

Year ended ended 31 December

2012 2011 % Change
Financial information
Revenues (RUB MillioN) .........ccocovevieiiiieiciececesce e 1,230,266 1,029,803 19.5%
Adjusted EBITDA! (RUB mMillion)........o.oocveeerieveecreeresrsseinns 323,106 300,077 7.7%
RUB per boe of production.............ccocveveneineninicnencne 736.0 711.76 3.4%
Profit attributable to the Company shareholders (RUB million)... 176,296 160,362 9.9%

1) Adjusted EBITDA is the EBITDA of the Group plus its share in the EBITDA of the Equity Affiliates. For a reconciliation of
Adjusted EBITDA to the Group’s profit for period for the years ended 31 December 2012 and 2011, see “Summary Consolidated
Financial Information”.

The following table sets forth the components of the Group’s profit and total comprehensive income for the
years ended 31 December 2012 and 2011.

Year ended 31 December

2012 2011
(RUB million)

Revenue

SBIES..... et 1,517,067 1,291,596
Less export duties and sales related eXCiSe taX ........ccocoevrvvevreieneeneinneens (286,801) (261,793)
Total revenue from SAIES ........ocviiiiiiiece e 1,230,266 1,029,803

Costs and other deductions

Purchases of oil, gas and petroleum products ...........c.ccccovvevineiencieneinsenns (430,485) (314,199)
Production and manufacturing eXPenSeS..........evreernerineeseninieesee e (123,367) (107,523)
Selling, general and administrative EXPENSES. ........vcveviiierierieierieeeeesseniens (66,115) (51,430)
TranSPOrtation EXPENSES .......ccvvvirrerieieiiisiesesresseseeesesre e e seeseereeseesesresaesees (93,813) (81,935)
Depreciation, depletion and amortisation ............ccoeoiereneneneneneece e (58,461) (55,799)
Taxes other than INCOME taX .........ccoeiiiiiiireeee e (251,128) (208,196)
EXPIOration EXPENSES .......cveerriiirreiiresiecsie st (3,263) (2,105)
Total OPErating EXPENSES .....c.cvvrierrerireirecrree et (1,026,632) (821,187)
Other (10SS)/gaIN, NEL.......c.oiiiiiirieiee e (4,891) 925
Operating Profit.........ccoo i 198,743 209,541
Share of profit of equity accounted iNVESIMENLS...........ccooveiriinneiciiiene 28,281 6,874
Net foreign eXChange gain .......cccoveieiiicec e 953 740
FINANCE INCOME ..ottt e 3,174 1,956
FINGNCE EXPENSE.......iiiiitiieiieie et (11,160) (11,446)
Total other iNCOME/(EXPENSE) ...c..oviuieiiiiriere e e 21,248 (1,876)
Profit BEfore iNCOME TaX .....c.cciiiieiiiece e 219,991 207,665
CUrrent iNCOME taX EXPEINSE .......everreeeueeiertertereeieseeeeseereseeseeseeseesessessessesseseen (30,085) (33,728)
Deferred iNCOME taX EXPENSE .......cvrviiriireiriee et (5,754) (6,268)




Total iNCOME tax EXPENSES ......cevveverereiriresesie e
Profit for the year ...

Other comprehensive (loss)/income:

Currency translation differences..........ccocoovovnineicienne.
Share of other comprehensive income of associates............
Cash fIOW hedge ........cooveriiiiicincere e

Other comprehensive income for the period ...................
Total comprehensive income for the period ....................

Profit attributable to:

- Company Shareholders ...........coceverrinieninine e
- Non-controlling shareholders ...........cccocooioeniiineicinne.

Profit for the period...........ccocooiiiieinii e

Total comprehensive income attributable to:
- Company shareholders ...........ccoceeevereneneneenns
- Non-controlling shareholders

Total comprehensive income for the period ....................

Revenue

Year ended 31 December
2012 2011
(RUB million)

........................... (35,839) (39,996)
........................... 184,152 167,669
............................. (4,299) 3,526
............................. - 7
............................. 5,156 (9,075)
............................. 857 (5,542)
............................. 185,009 162,127
............................. 176,296 160,362
............................. 7,856 7,307
............................. 184,152 167,669
178,259 153,444

6,750 8,683

............................. 185,009 162,127

The following table shows the Group’s total revenues from crude oil, gas and petroleum product sales for the
years ended 31 December 2012 and 2011, as reported under IFRS. Revenues from international markets refer to
crude oil, petroleum products and gas produced and sold outside of Russia, which, in the periods under review,
reflected sales of NIS. Export revenues refer to crude oil and petroleum products produced in Russia or
purchased outside of Russia and exported or sold outside of Russia and the CIS. The Group’s revenues from
sales do not include revenues from the Equity Affiliates, which are accounted for in “Share of profit of equity

accounted investments”.

Crude oil

EXPOIT ..t e
Export sales.........ccccvrvennnne.
Less related export duties...

International markets...............

Exportto CIS...............

DOMESTIC.c.vi ettt et

Total crude oil revenue..........coeevveevveiie e,
Gas
International Markets ..........cccovveveveeiiiecie e

DOMESLIC....viiviiieiiecreeere ettt re b ens

Total gas FEVENUE ..ot

Petroleum products

EXPOIT o
Export sales.........ccccvrvennnne.
Less related export duties

International markets ...
Sales on international markets ............c.........
Excise!

Export salesand sales in CIS ............cc.ccoenee
Less related export dUti€s........cooeveeverereieiesisiienine

DOMESLIC....viiviiie e
Total petroleum products revenue
Other FEVENUE ......ecvveieceetecece et
TOtal FEVENUE......cvveeeciecie e

Year ended 31 December

%
2012 2011 Change
RUB % of % of

million revenue RUB million revenue
195,567 15.9% 153,272 14.9% 27.6%
346,213 28.1% 304,758 29.6% 13.6%
(150,646) (12.2%) (151,486) (14.7%) (0.6%)
1,740 0.1% - - -
29,783 2.4% 36,259 3.5% (17.9%)
12,988 1.1% 2,052 0.2% 532.9%
240,078 19.5% 191,583 18.6% 25.3%
6,281 0.5% 5,366 0.5% 17.1%
17,540 1.4% 12,809 1.2% 36.9%
23,821 1.9% 18,175 1.8% 31.1%
240,381 19.5% 210,612 20.5% 14.1%
349,049 28.4% 287,753 27.9% 21.3%
(108,668) (8.8%) (77,141) (7.5%) 40.9%
69,876 5.7% 66,672 6.5% 4.8%
92,725 7.5% 91,424 8.9% 1.4%
(22,849) (1.9%) (24,752) (2.4%) (7.7%)
54,539 4.4% 38,394 3.7% 42.1%
59,177 4.8% 46,808 4.5% 26.4%
(4,638) (0.4%) (8,414) (0.8%) (44.9%)
571,020 46.4% 478,172 46.4% 19.4%
935,816 76.1% 793,850 77.1% 17.9%
30,551 2.5% 26,195 2.5% 16.6%
1,230,266 100% 1,029,803 100% 19.5%
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(1) Excise tax payable by NIS (calculated on revenues based on the volume of products sold).

The following table shows sales volumes of the Group’s (excluding the Equity Affiliates) crude oil, gas and
petroleum product sales for the years ended 31 December 2012 and 2011.

Year ended 31 December

%
2012 2011 Change
% of total % of total

Crude oil (mmtonnes)

Export and sales on international markets.............ccccocovervrennn. 14.2 79.3% 13.1 80.4% 8.4%
EXPOrtt0 CIS ..o 25 14.0% 3.0 18.4%  (16.4%)
Domestic sales 1.2 6.7% 0.2 1.2% 515.0%
Total crude 0il Sales...........cooiiiiiiiiii e 17.9 100% 16.3 100% 10.1%
Gas international markets (BCM) ........ccccovevviiivenciciccce 0.5 4.5% 0.4 4.1% 4.5%
Gas domestic sales (BCM)......cccvvereiiicieiiieee e 10.5 95.5% 9.3 94.9% 12.8%
Total gas sales (DCM) ..o 11.0 100% 9.8 100% 12.4%
Petroleum products (mmtonnes)

EXPOI .ot 141 32.0% 12.6 30.4% 11.9%
Sales on international markets 24 5.5% 24 5.8% (1.2%)
Exportand sales in CIS.........coooooiiiiiiinieeee s 24 5.5% 21 5.1% 14.6%
DOMESLIC SAIES .....oveieeieie e e 25.1 57.0% 24.3 58.7% 3.3%
Total petroleum products sales..........ccococvvvveieineincinnnenn. 44.0 100% 41.4 100% 6.2%

The following table shows average realised sales prices for the Group’s (excluding the Equity Affiliates) crude
oil and petroleum products for the years ended 31 December 2012 and 2011.

Year ended 31 December

2012 2011 % Change
RUB/tonne

Crude oil

EXPOI ottt et ens 24,519 23,300 5.2%
Export and sales in CIS.........ccoooiiiiiii e 11,913 12,127 (1.8%)
DOMESEIC SAIES ...t 10,559 10,260 2.9%
Petroleum products

EXPOIT 1.ttt 24,703 22,783 8.4%
Sales on international markets 38,635 37,623 2.7%
Exportand salesin CIS.........cccccoevviniiiiciennnnns 25,182 22,833 10.3%
DOMESLIC SAIES ...cvveiveiiiiri e 22,750 19,686 15.6%

The following table shows revenues for the Group’s (excluding the Equity Affiliates) petroleum products
exports for the years ended 31 December 2012 and 2011.

Year ended 31 December

2012 2011 % Change
RUB million

High 0Ctane Petrol.........ccovooiiiiiiieieee e 9,827 3,444 185.3%
LOW OCtaNE PELIOL ....oveviiceieiecicces e e 5,585 800 598.1%
Naphtha 33,809 27,479 23.0%
Diesel....... 117,812 126,351 (6.8%)
Fuel oil..... 129,435 110,607 17.0%
Jet fuel ..... 7,545 4,660 61.9%
OENEE s 45,036 14,412 212.5%
Total petroleum product eXPOITS..........ccovreirierneieniesreeneeeens 349,049 287,753 21.3%

The following table shows revenues for the Group’s (excluding the Equity Affiliates) petroleum products export
and sales in the CIS (excluding Russia) for the years ended 31 December 2012 and 2011.

Year ended 31 December
2012 2011 % Change

RUB million
High 0Ctane Petrol.........cccveoveiiiiiiiie e 18,928 15,564 21.6%



Year ended 31 December

2012 2011 % Change
RUB million
LOW OCEANE PELIOL ...t e 4,785 4,401 8.7%
NAPHTNA. ... 1,012 2,396 (57.8%)
DIESEL ...ttt 14,346 14,055 2.1%
FUEBL Ol 2,842 952 198.5%
JBEFUBL 1. 9,074 2,696 236.6%
OENBT . 8,190 6,744 21.4%
Total petroleum product exports to the CIS.........ccccevvvviivenennn. 59,177 46,808 26.4%

The following table shows revenues for the Group’s (excluding the Equity Affiliates) domestic sales of
petroleum products for the years ended 31 December 2012 and 2011.

Year ended 31 December
2012 2011 % Change
RUB million RUB million

High 0Ctane Petrol..........coooeiiiiiiee e 214,569 180,123 19.1%
LOW OCANE PELIOL ...ttt 9,147 16,771 (45.5%)
[ == TSR 183,501 139,954 31.1%
[T o 1 TSR 21,000 44,119 (52.4%)
JEETUBL oo e 62,019 49,305 25.8%
(@] 111 SRRSO 80,784 47,900 68.7%
Total petroleum product domestic Sales ..........ccoceoeevieiinenenennns 571,020 478,172 19.4%
Sales

The Group’s total sales increased 17.5% for the year ended 31 December 2012 to RUB 1,517,067 million,
compared to RUB 1,291,596 million for the year ended 31 December 2011, primarily due to higher prices for
petroleum products and increased sales volumes of crude oil and petroleum products. Export and international
markets sales of crude oil increased 14.2%, to RUB 347,953 million for the year ended 31 December 2012,
compared to RUB 304,758 million for the year ended 31 December 2011, due to a 5.2% increase in realised oil
prices in export and international market sales and an 8.5% increase in sale volumes. Sales of crude oil exported
to the CIS decreased 17.9% for the year ended 31 December 2012, to RUB 29,783 million, compared to RUB
36,259 million for the year ended 31 December 2011, as a result of the Group’s reallocation of crude from
export and sales in the CIS to refining at the Mozyr Refinery. Domestic crude sales increased 532.9% for the
year ended 31 December 2012 to RUB 12,988 million, compared to RUB 2,052 million for the year ended 31
December 2011, largely due to the acquisition of the Orenburg assets in the fourth quarter of 2011.

The Group’s export sales of petroleum products for the year ended 31 December 2012 increased 21.3%, to RUB
349,049 million, compared to RUB 287,753 million for the year ended 31 December 2011, primarily due to an
8.4% increase in prices and an 11.9% increase in sales volumes, made possible by a 7.0% increase in refining
throughput. Sales of petroleum products on international markets increased 1.4% for the year ended 31
December 2012, to RUB 92,725 million, compared to RUB 91,424 million for the year ended 31 December
2011, chiefly due to a 2.7% increase in prices. Export and sales of petroleum products in the CIS increased
26.4% for the year ended 31 December 2012, to RUB 59,177 million, compared to RUB 46,808 million for the
year ended 31 December 2011, primarily due to a 14.6% increase in sales volumes, in particular higher fuel oil
volumes due to increased sales in Kazakhstan as well as higher jet fuel volumes as a result of the Group’s
expansion of its retail network in 2012. Domestic petroleum products sales increased 19.4%, to RUB 571,020
million for the year ended 31 December 2012, compared to RUB 478,172 million for the year ended 31
December 2011, mainly due to growth in revenues from high octane petrol, jet fuel, bunkering fuel and diesel
sales. Prices of domestic petroleum products grew 15.6% for the year ended 31 December 2012, while sale
volumes rose 3.3%.

Export duties and sales related excise tax

Export duties on crude oil decreased 0.6%, to RUB 150,646 million, for the year ended 31 December 2012,
compared to RUB 151,486 million for the year ended 31 December 2011. Export duties on petroleum products
increased 40.9%, to RUB 108,668 million for the year ended 31 December 2012, compared to RUB 77,141
million for the year ended 31 December 2011. This increase was attributable to an increase in international
crude prices based on which the duties are calculated and an increase in export volumes. See “- Key Factors
Affecting Operating Results — Taxation”. Excise tax paid by NIS on petroleum products sold in international
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markets, which is calculated based on sales volumes, decreased 7.7%, to RUB 22,849 million, for the year
ended 31 December 2012, compared to RUB 24,752 million for the year ended 31 December 2011, due to lower
sales in Serbia in 2012. Export duties on petroleum products sold in the CIS decreased 44.9%, to RUB 4,638
million, for the year ended 31 December 2012, compared to RUB 8,414 million for the year ended 31 December
2011, primarily due to a geographical shift in sales to Kazakhstan and Belarus, for which there is no export duty.

Total revenue
For the reasons described above, the Group’s total revenue for the year ended 31 December 2012 increased
19.5%, to RUB 1,230,266 million, compared to RUB 1,029,803 million for the year ended 31 December 2011.

Purchases of oil, gas and petroleum products

The Group’s cost of purchased oil, gas and petroleum products for the year ended 31 December 2012 increased
37.0%, to RUB 430,485 million, compared to RUB 314,199 million for the year ended 31 December 2011,
primarily due to larger volumes of crude purchased on both international and domestic markets and higher
purchase price for crude purchased from the Equity Affiliates.

Production and manufacturing expenses

The following table shows a breakdown of the Group’s production and manufacturing expenses for the years
ended 31 December 2012 and 2011.

Year ended 31 December

%
2012 2011 Change
RUB million

UPSEIrEAIM EXPENSES. ....ivieeesieentesit ettt e et sbe et sbe e e sreas 50,911 47,795 6.5%
RUB per toe of production............coeoeiieiiienene e 1,263 1,262 0.0%
DOWNSLIEAM EXPENSES . ...cvviiveeriiiieiesieeiesiee e seesie e s ee e ssaesaesseesseas 32,737 27,010 21.2%
Refining expenses at refineries ... ..o 17,602 15,815 11.3%
RUB PEI TONNE ...ttt 521 478 9.1%
Refining expenses at Equity Associates’ refineries .........c.ccocoeeenenee 10,530 7,897 33.3%
RUB PEI TONNE .....eiiiiiiiiieee e 1,099 1,069 2.9%
Lubricants manufacturing eXpenses.........cocvvevevererierieieesieesesie s 4,605 3,298 39.6%
Transportation expenses to refineries........ccocvceveveieiencciviennenn 21,946 17,786 23.4%
ONBE s 17,773 14,932 19.0%
Total production and manufacturing eXpenses..........cc.ccocevervenae 123,367 107,523 14.7%

The Group’s production and manufacturing expenses for the year ended 31 December 2012 increased 14.7%, to
RUB 123,367 million, compared to RUB 107,523 million for the year ended 31 December 2011. Upstream
expenses include expenditures for raw materials and supplies, maintenance and repairs of extraction equipment,
labour costs, fuel and electricity costs, activities to enhance oil recovery, and other similar costs at upstream
subsidiaries. Upstream expenses increased 6.5% for the year ended 31 December 2012, to RUB 50,911 million,
largely due to increased hydrocarbon production, including that relating to the acquisition of new assets in
Orenburg. The Group’s average hydrocarbon extraction costs per toe were flat.

Refining expenses include expenditures for raw materials and supplies, maintenance and repairs of productive
equipment, labour and electricity costs, and other similar costs. The Group’s refining expenses increased 11.3%,
to RUB 17,602 million for the year ended 31 December 2012, primarily due to higher tariffs of natural
monopolies in Russia, the start of new processing units at the Omsk Refinery and scheduled maintenance of the
primary refining unit at the Moscow Refinery, which is performed every two years. Refining expenses at Equity
Associates’ refineries increased 33.3%, largely due to an increase in refining volumes (primarily at the Mozyr
Refinery).

Transportation expenses to refineries increased 23.4% to RUB 21,946 million, for the year ended 31 December
2012, primarily as a result of higher refining throughput and increased tariffs paid by the Group to third-party
providers.

Selling, general and administrative expenses

The Group’s selling, general and administrative expenses include selling and distribution expenses, expenses
related to operation of the Group’s retail network, wages, salaries (except wages and salaries at production and

18



refining subsidiaries), insurance, banking commissions, legal fees, consulting and audit services, social
expenses, allowances for doubtful accounts, and other expenses. Selling, general and administrative expenses
increased 28.6% for the year ended 31 December 2012, to RUB 66,115 million, compared to RUB 51,430
million for the year ended 31 December 2011, primarily due to the overall expansion of the Group’s operations,
increased premium sales, and inflation.

Transportation expenses

The Group’s transportation expenses include costs to transport crude oil and petroleum products to final
customers. These costs consist of pipeline transportation, sea freight, railroad, shipping, handling, and other
transportation costs. Transportation expenses increased 14.5% for the year ended 31 December 2012, to RUB
93,813 million, compared to RUB 81,935 million for the year ended 31 December 2011, primarily due to higher
tariffs and increased sales volumes transported by the Group. See “ — Key Factors Affecting Operating Results —
Transportation Costs of Crude Oil and Petroleum Products”.

Depreciation, depletion and amortisation

Depreciation, depletion and amortisation expenses include depletion of oil and gas producing assets and
depreciation of other fixed assets. Depreciation, depletion and amortisation increased 4.8% for the year ended
31 December 2012, to RUB 58,461 million, compared to RUB 55,799 million for the year ended 31 December
2011, primarily due to growth in depreciable assets related to the Group’s capital expenditure programme.

Taxes other than income taxes

The following table shows a breakdown of the Group’s taxes other than income taxes for the years ended 31
December 2012 and 2011.

Year ended 31 December

%
2012 2011 Change
RUB million
1Y = U 156,164 133,335 17.1%
o = - SRR 76,408 58,308 31.0%
PrOPEITY 18X cviiuieiieiieeie sttt a et 7,029 6,140 14.5%
OB TAXES ...ttt sre e re b nas 11,527 10,413 10.7%
Total taxes other than INCOME tAXES .........ceevvvvveiiiieiiiiee e, 251,128 208,196 20.6%

Taxes other than income taxes increased 20.6% for the year ended 31 December 2012, to RUB 251,128 million,
compared to RUB 208,196 million for the year ended 31 December 2011. MET increased 17.1% for the year
ended 31 December 2012 due to increases in tax rates introduced from 1 January 2012 in Russia. MET for gas
extraction doubled, while MET for oil extraction changed in line with higher crude oil price. Excise taxes
increased 31.0% for the year ended 31 December 2012 due to increases in tax rates and higher production
volumes. Excise rates increased on gasoline, naphtha, diesel and lubricants 31%, 28%, 55% and 30%,
respectively. See “ — Key Factors Affecting Operating Results — Taxation”.

Exploration expenses

Exploration expenses, which include exploration-related expenses that do not meet capitalisation criteria,
including dry holes expenditures and reserves assessment expenses, increased 55.0%, to RUB 3,263 million for
the year ended 31 December 2012, compared to RUB 2,105 million for the year ended 31 December 2011. This
increase was largely due to a write-off of dry exploratory wells.

Other (loss)/gain, net

Other (loss)/gain, net comprises disposal of property, plant and equipment, as well as materials. The Group
reported a loss of RUB 4,891 million for the year ended 31 December 2012, compared to a gain for RUB 925
million for the year ended 31 December 2011. The loss in 2012 was mainly related to a one-off impairment of
the value of the Koltogorskoe field licence, while the gain in 2011 was primarily attributable to the sale of a
Group oil field service business.

Operating profit

For the reasons described above, in particular proportionately higher growth in purchases in oil, gas and
petroleum products and taxes other than income taxes compared to total revenue from sales, operating profit
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decreased 5.2% for the year ended 31 December 2012, to RUB 198,743 million, compared to RUB 209,541
million for the year ended 31 December 2011.

Share of profit of equity accounted investments

The Group’s share of profit of equity accounted investments increased 311.4%, to RUB 28,281 million for the
year ended 31 December 2012, from RUB 6,874 million for the year ended 31 December 2011. The following
table shows a breakdown of the Group’s share of profit of equity accounted investments for the years ended 31
December 2012 and 2011.

Year ended 31 December

2012 2011 % Change
RUB million

Share of profit/(loss) of Slavneft...........ccovieinini 12,229 (140) -
Share of profit of Tomskneft...........cccoooviiiiiiiie 7,078 2,972 138.2%
Share of profit 0f SPD .......cccoviiiiiicccse e 8,436 3,188 164.6%
Share of 10ss 0f Sever Energia......c.ccocevevvevienieiiniseseiee s (170) (294) (42.2%)
Share of profit of other COMPaNIES.........coeiririniiieceee 708 1,148 (38.3%)
Total share of profit of equity accounted investments................. 28,281 6,874 311.4%

The Group’s share of profit of equity accounted investments increased 311.4% for the year ended 31 December
2012 due to the adoption of the 60-66 Amendments in the fourth quarter of 2011, which resulted in higher
domestic crude prices and a resulting increase in the profit of associated entities selling crude oil domestically.

Net foreign exchange gain

The Group’s net foreign exchange gain increased 28.8%, to RUB 953 million for the year ended 31 December
2012, compared to RUB 740 million for the year ended 31 December 2011. This increase primarily resulted
from revaluation of a portion of the Group’s debt portfolio denominated in foreign currencies.

Finance income

Finance income increased 62.3% for the year ended 31 December 2012, to RUB 3,174 million, compared to
RUB 1,956 million for the year ended 31 December 2011, primarily due to increases in deposits and short-term
investments.

Finance expense

Finance expense decreased 2.5% for the year ended 31 December 2012, to RUB 11,160 million, compared to
RUB 11,446 million for the year ended 31 December 2011, primarily due to lower interest rates on the Group’s
borrowings during the first half of the year.

Total other income/(expense)
For the reasons outlined above, the Group’s total other income was RUB 21,248 million for the year ended 31
December 2012, compared to an expense of RUB 1,876 million for the year ended 31 December 2011.

Profit before income tax

For the reasons outlined above, the Group’s profit before income taxes increased 5.9% for the year ended 31
December 2012, to RUB 219,991 million, compared to RUB 207,665 million for the year ended 31 December
2011.

Current income tax expense

The Group’s current income tax expense decreased 10.8% for the year ended 31 December 2012, to RUB
30,085 million, compared to RUB 33,728 million for the year ended 31 December 2011, primarily due to the
application of accelerated depreciation for income tax beginning 1 January 2012.

The Group’s effective income tax rate was 18.8% for the year ended 31 December 2012, compared to 19.5% for
the year ended 31 December 2011. The Group’s effective tax rate, which is lower than the Russian statutory
income tax rate, reflects the impact of lower income tax rates for certain of its subsidiaries under applicable
Russian regional tax laws.
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Deferred income tax expense

The Group’s deferred income tax expense decreased 8.2% for the year ended 31 December 2012 to RUB 5,754
million, compared to RUB 6,268 million for the year ended 31 December 2011. This change was a result of
lower income tax rates applied to certain Group upstream subsidiaries under applicable Russian regional tax
laws.

Total income tax expense

For the reasons described above, the Group’s total income tax expense decreased 10.4% for the year ended 31
December 2012, to RUB 35,839 million, compared to RUB 39,996 million for the year ended 31 December
2011.

Profit for the period

For the reasons described above, the Group’s profit for the year ended 31 December 2012 increased 9.8%, to
RUB 184,152 million, compared to RUB 167,669 million for the year ended 31 December 2011.

Liquidity and Capital Resources
Cash flows for the years ended 31 December 2012 and 2011

For the year ended 31 December

2012 2011

RUB million
Cash flows from operating activities

Profit BEfOre INCOME TAX .....oeiiiviiiiiiiic et 219,991 207,665
Adjustments for:
Share of profit of equity accounted INVESIMENTS ..........ccoceeirieiiieie e (28,281) (6,874)
(Gain)/loss on foreign exchange differences..........covevviinieinnneceeee (5,247) 5,127
FINANCE INCOME .....eiiiiitiicie e (3,174) (1,956)
FINGNCE EXPENSE.....vitiiteieeieieic ettt st ettt et enearesaeans 11,160 11,446
Depreciation, depletion and amortisation .............ccoceverierieriiieiieinse e 58,461 55,799
Allowance for doubtful @CCOUNES ...........cccceiiiririiicir e 2,773 299
Other NON-CASN TTEBIMS .....eiiiiiiiii ittt et s s b e e s sbaa e eaes 3,351 5,815
Changes in working capital:
ACCOUNES FECEIVADIE ...t (1,931) (22,080)
INVENTOTIES ...ttt ettt ettt se e e e eneeneene s (14,222) (18,190)
OthEr CUITENT ASSELS.....vviuireiiiecieiet ettt (18,130) (22,271)
ACCOUNTS PAYADIE........eiiiiiieee et 9,952 5,742
TaXES PAYADIE ...vviceeciicieee e 6,073 6,837
Other THADIHLIES ..o 9,079 (7,340)
INCOME TAXES PAIT ...cvevitiieeeeee e e (25,361) (43,047)
INEEIESE PAIH ...ttt (11,302) (9,657)
DiIVIAENdS FECRIVEM .......veecveeeeiecee ettt ettt et tee e ete e eaee e 17,881 13,556
Net cash provided by operating aCtiVities ..........ccccovrvrriireineineeeeees 231,073 180,871
Cash flows from investing activities
Acquisitions of subsidiaries, net of cash acquired ...........ccccocooeieroiieneieieices (2,261) (16,239)
Proceeds from disposal of subsidiaries, net of cash disposed ...........c.ccovvvireenne - 8,371
Acquisition of equity-accounted INVESIMENTS ........c.ovivreiiriernceee e - (1,506)
Bank deposits PlaCemMENt ...........ccviiiiiiieieiecec e (43,315) (3,442)
Repayment of bank depoSits.........cccviiiieiiiicieii e 39,076 6,837
Acquisition of other INVESIMENLS ... (4,517) (7,248)
Proceeds from sales of other INVESIMENTS .........ocovviiiviiiiiiiicceie e 4,557 5,104
Short-term 108NS ISSUB. .....c.eouieiiieieie e (4,193) (6,736)
Repayment of short-term 10ans iSSUET ...........ccuoiriririiie e 10,840 1,228
LONG-term 10ANS ISSUEBH ......c.viviuiieiiricieiriees e (13,751) (5,744)
Repayment of 10ng-term 10anS iSSUEM ...........cciveiriinieiisee e 261 1,099
Capital eXPENAITUIES ...viviveicieecc e (158,102) (130,788)
Proceeds from sale of property, plant and equipment............c.cccocvvevenerieseriennn, 2,314 1,575
L (e (1011 /=10 TS 2,476 5,200
Net cash used in iNVesSting aCtiVities............ccooeoviiniieiiiniee (166,615) (142,289)

Cash flows from financing activities
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For the year ended 31 December

2012 2011
RUB million
Proceeds from Short-term DOrrOWINGS. ........ccueviiiireniieie s 92,986 20,069
Repayment of short-term bOrrowings ..........ccoceveerereneieneeincnc e (78,341) (17,889)
Proceeds from long-term Dorrowings ..........cccceeeererencieneeienicnc e 67,743 66,988
Repayment of long-term borrowings .........cocoeeveivcennc s (56,970) (60,834)
Transaction costs directly attributable to the borrowings received (683) (206)
Dividends paid to the Company’s shareholders.............cccccovvvviiniennns (34,433) (29,157)
Dividends paid to non-controlling interest............ccocevevivviieiiiiiniennens (762) (754)
Acquisition of non-controlling interest in subsidiaries ...........c.cc.co..... (5,572) (23,722)
Net cash used in financing aCtiVities...........ccovvvviiiiiiiinie e (16,032) (45,505)
Increase/(decrease) in cash and cash equivalents............ccoccovvvennciieinniennns 48,426 (6,923)
Effect of foreign exchange on cash and cash equivalents ............ccccoverieiicinnnn (1,850) 1,431
Cash and cash equivalents as of the beginning of the year...........cc.cccooveenee. 29,436 34,928
Cash and cash equivalents as of the end of the year .............ccccoeveiiiiinnnnn 76,012 29,436

Net cash provided by operating activities

Net cash provided by operating activities increased 27.8% for the year ended 31 December 2012, to RUB
231,073 million, from RUB 180,871 million for the year ended 31 December 2011. The increase in net cash
provided by operating activities was primarily due to the Group’s higher net profit, a decrease in income taxes
paid and a decrease in working capital items (primarily a decrease in accounts receivable and inventories
partially increased by an increase in other liabilities), due to improved working capital management.

Net cash used in investing activities

Net cash used in investing activities increased 17.1% for the year ended 31 December 2012, to RUB 166,615
million, from RUB 142,289 million for the year ended 31 December 2011 primarily due to a 20.9% increase in
capital expenditures and increased cash deposited with banks partially offset by the decreased cash used in
merger and acquisition activity of the Group in 2012.

The following table shows the Group’s capital expenditures for the years ended 31 December 2012 and 2011.

For the year ended 31

December
2012 2011 % Change

RUB million
Exploration and production ............cccevveieieiiiiniese e 90,812 70,606 28.6%
REFINING ..ot 41,844 31,227 34.0%
Marketing and distribution ... 16,224 16,259 (0.2%)
OBNETS ettt 9,802 7,102 38.0%
Subtotal capital eXpenditures ... 158,682 125,194 26.7%
Change in advances issued and material used in capital expenditures..... (580) 5,594 -
Total capital eXPenditUres..........ccooviiriiiiereie e 158,102 130,788 20.9%

The Group’s capital expenditures increased 20.9%, to RUB 158,102 million for the year ended 31 December
2012, compared to RUB 130,788 million for the year ended 31 December 2011. Exploration and production
capital expenditures increased for the year ended 31 December 2012 chiefly due to the Group’s expenditures
used to develop its newly-acquired Orenburg assets. The reorientation in the Group’s operations focused toward
drilling of more expensive horizontal wells also led to increased capital expenditure. Refining capital
expenditures increased 34.0% for the year ended 31 December 2012 due to the construction of the isomerization
and fluid catalytic cracking gasoline hydrotreating units as well as the reconstruction of the diesel hydrotreating
unit at the Moscow Refinery.

Net cash used in financing activities

Net cash used in financing activities decreased 64.8%, to RUB 16,032 million for the year ended 31 December
2012, compared to RUB 45,505 million for the year ended 31 December 2011 mainly due to the acquisition of
non-controlling interests (mostly in NIS and Sibir Energy) during 2011 in the amount of RUB 23,722 million.
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Indebtedness

The average maturity of the Group’s debt increased to 3.81 years as of 31 December 2012 compared to 2.68
years as of 31 December 2011 as a result of the loan participation notes issued as Series 1 under the Programme.
The average interest rate of the Group’s indebtedness increased to 3.48% as of 31 December 2012 compared to
3.37% as of 31 December 2011. As of 31 December 2012, the Group’s net debt/EBITDA ratio was 0.51,
compared to 0.71 as of 31 December 2011.

The following table shows a breakdown of the Group’s debt by currency as of 31 December 2012 and 31
December 2011.

As of 31 December

2012 2011
RUB million % of total RUB million % of total
(615 5 TR 138,672 59.6% 134,880 60.9%
87,920 37.8% 82,027 37.1%
3,279 1.4% 3,669 1.7%
2,039 0.9% 512 0.2%
702 0.3% 221 0.1%
232,612 100% 221,309 100%

Long-Term Debt

The table below presents the Group’s long-term outstanding loans as of 31 December 2012.

As of 31 December 2012

RUB million
BANK L0ANSY ... ettt et et e et et e e e e eeeteeeeeee e eeeteteee et et e et et e ee e eeetene et ee e 82,240
Bonds? 82,025
Notes under the Programme ...........cccccocerereenennenne. 46,118
Other BOIrrOWINGS.......oveereiiirere e 3,060
Less current portion of long-term debt (47,026)
Total IoNG-TerM AEDt.......ciiiiiiccc et 166,417

(1) Bank loans consist of the Group’s July 2010 pre-export financing and other long-term loans. As of 31 December 2012, the amount
outstanding under the pre-export financing was USD 1.2 billion (RUB 36.2 billion) and the amount outstanding under other long-term
loans was RUB 46.0 billion. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Indebtedness—Long-Term Debt” in the Base Prospectus for further discussion of these bank loans.

(2) Bonds consist of the Group’s Rouble bond issuances. In December 2012, the Group placed ten-year Rouble Bonds (12 series) with
the total par value of RUB 10 billion (all non-current as of 31 December 2012). The bonds bear an interest rate of 8.5% per year and
have an early redemption offer to be made five years following the placement. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Indebtedness—Long-Term Debt” in the Base Prospectus for further discussion of the
Group’s Rouble bonds.

Short-Term Debt

The table below presents the Group’s short-term outstanding loans as of 31 December 2012.

As of 31 December 2012

RUB million
2T 1L G [ 13 R 13,084
(@)1 1=] gl T4 {011V T o OSSPSR PR 6,085
Current portion of long-term debt 47,026
Total SNOFT-TErM AEDT ... 66,195

The current portion of long-term debt includes interest payable on long-term borrowings. As of December 31,
2012, short-term loans were provided by international and Russian banks for funding of working capital and
consisted of unsecured facilities.
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Capital Commitments

As of 31 December 2012, the Group has entered into contracts to purchase property, plant and equipment for
RUB 28,683 million.
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BUSINESS

The following section supplements the discussion beginning on page 93 of the Base Prospectus, entitled
“Business”.

Overview

The Group is one of the leading Russian vertically integrated oil companies, and in 2012 was Russia’s fifth
largest producer of crude oil, third largest refiner of oil and oil products, second largest seller of fuel oil and
diesel and largest seller of automobile and jet fuel, according to Interfax.

As of 31 December 2012, the Group’s proved reserves under PRMS classification were 8,873 mmboe, including
6,782 mmbbl of crude oil and 12.5 tcf of gas. The Group is currently developing 46 fields (excluding those of
the Equity Affiliates) in Russia and taking part in joint exploration and development projects of oil fields in Iraq,
Venezuela, Equatorial Guinea, Angola and Cuba. The Group’s total hydrocarbon production was 439.0 mmboe
for the year ended 31 December 2012.

The Group refines more than 85% of the oil it produces, among the highest such industry ratios in Russia. As of
31 December 2012, the Group’s refining capacity in Russia was 41 mmtonnes per year, in Eastern Europe 7.3
mmtonnes per year and in the CIS 2.4 mmtonnes per year, and its refining throughput was 43.3 mmtonnes for
the year ended 31 December 2012.

The Group sells its products in Russia through its extensive sales network and also exports to over 50 countries.
As of 31 December 2012, the Group’s network of active petrol stations consisted of approximately 1,609
stations in Russia, the CIS and Eastern Europe.

The Equity Affiliates contributed 142.4 mmboe, or 32.4% of the Group’s total hydrocarbon production for the
year ended 31 December 2012. As of 31 December 2012, the Group’s share in the Equity Affiliates’ proved
hydrocarbon reserves under PRMS standards was 2,969 mmboe, or 33.5%, of the Group’s total reserves,
including 1,958 mmbbl of crude oil and 6.1 tcf of gas.

For the year ended 31 December 2012, total consolidated revenues of the Group, as reported under IFRS, were
RUB 1,230,266 million. Revenues from crude oil sales for the year ended 31 December 2012 were RUB
240,078 million, or 19.5% of total revenues, while revenues from petroleum product sales were RUB 935,816
million, or 76.1% of total revenues. Revenues from export and sales on international markets (excluding export
sales to the CIS) for the year ended 31 December 2012 were RUB 513,845 million (RUB 197,307 million from
crude oil, RUB 310,257 million from petroleum products and RUB 6,281 million from gas), or 41.8% of total
revenues, while revenues from domestic sales were RUB 601,548 million (RUB 12,988 million from crude oil,
RUB 571,020 million from petroleum products and RUB 17,540 million from gas), or 48.9% of total revenues.
Export sales to the CIS for the year ended 31 December 2012 were RUB 84,322 million (RUB 29,783 million
from crude oil and RUB 54,539 million from petroleum products), or 6.9% of total revenues.

Strategy

The Group seeks to continue to be a major international player in the oil and gas business with a regionally
diversified pool of assets operated on a vertically integrated basis, while exercising a high level of social and
environmental responsibility. In 2009, the Company’s Board of Directors approved development strategies for
exploration and production, oil refining and petroleum products sales to 2020, which is regularly reviewed and
under which the Group is pursuing the following goals:

Increase hydrocarbon production. The Group aims to increase hydrocarbon production to 100 mmtoe
per year. In addition, the Group seeks to achieve a reserves-to-production ratio of no less than 20 years
with projects in initial development providing for at least 50% of total production and foreign
production projects providing 10% of total production. To achieve these objectives, the Group will
consider acquiring new assets, both in Russia and abroad, accelerate field development when
appropriate, improve exploration technology used at its sites and continue to improve well efficiency.
The Group will also leverage the crude production at its international operations, which has the
additional benefit of mitigating the risks of geographic concentration.

Increase refining throughput. The Group will seek to increase its access to processing capacities to 65 to
70 mmtonnes per year (with approximately 40 mmtonnes in Russia and 25 to 30 mmtonnes abroad).
Access to refining capacity may be increased by a variety of methods, such as processing or tolling
agreements, long-term crude delivery or products offtake contracts or asset acquisitions. In addition,
the Group is undertaking several on-going modernisation programmes upgrading refining facilities to
increase processing depth and production of light products and higher-grade fuels (Euro 4 and 5);
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approximately USD 10 billion is expected to be spent on refining capability upgrades by 2020. The
Group also aims to improve oil-refining depth at its facilities to between 90% and 93% by 2020,
increase the production of light distillates, and expand its hydrocracking capabilities, available as the
date hereof only at the YANOS Refinery. The average light product yield in Russia is expected to be
approximately 77%. The Group expects to spend over USD 2 bhillion to bring hydrocracking
capabilities to the Omsk and Moscow Refineries, producing capacities of 2.0 and 1.5 mmtonnes,
respectively, at the facilities.

Expand the premium sales of petroleum products. The Group has set a target to expand its premium
sales of petroleum products to 40 mmtonnes per year in Russia and abroad, in part by entering new
markets and increasing its total presence to 36 regions in Russia and the CIS countries. High-quality
products and a developed distribution network will continue to be the driving forces behind the
Group’s leading position in the domestic petroleum products market. The Group is expanding its
distribution network and increasing its share in the domestic and international petroleum products
markets through ongoing investment in the modernisation of its refining facilities and the extension of
its network of petrol stations. The Group also seeks to increase its motor fuel retail sales to 11.5
mmtonnes per year by promoting its “G-Family” product line. In addition, the Group plans to maximise
its use of a newly acquired facility in Fryazino, Moscow region, to produce 40 thousand tonnes of
packaged motor, transmission and industrial oils annually.

Develop retail network and sales. The Group targets an expansion of motor fuel retail sales to 11.5
mmtonnes by 2020. By leveraging its strong retail brand, the Group will work to increase the average
sales at its petrol stations in Russia and the CIS to 5.5 thousand tonnes per year in 2020 and double the
revenue generated by the sale of related goods and services at these stations. In addition to continuing
to promote its corporate and loyalty programmes at its petrol stations, the Group also targets an
expansion in Russia and the CIS to 2,100 petrol stations, including entry into Kazakhstan and the
southern regions of Russia. Small wholesale volume is expected to rise to 8.2 mm tonnes per year in
2020. The Group also intends to further develop its petrol station presence in Ukraine, where the Group
opened its first stations in June 2012. The Group will seek to acquire existing retail chains in other
markets as well.

Grow premium segment business. The Group is committed to expanding its premium retail segments,
including the production and sale of jet fuel, lubricants, bitumen, petrochemicals, and bunkering, with
the goal of raising premium segment sales to more than 18 mmtonnes per year. Gazprom Neft-Aero has
a long-term strategy focusing on the development and expansion of its corporate network of modern
fuel service complexes. By 2020, Gazprom Neft-Aero seeks to own a network of over 50 fuel services
complexes at domestic and international airports and conduct operations at 70 additional airports.
Gazprom Neft Marine Bunker’s development strategy is aimed at extending its activities to Europe, the
Middle East and Asia, and the subsidiary plans to increase its fleet from seven to 15 ships by 2020 to
expand its operations. The Group aims to further increase bitumen sales in Russia and abroad to 2.1
mmtonnes per year by 2020 and has begun production at the Omsk Refinery of premium bitumen
products that meet European standards. For its petrochemical operations, the Group aims to create a
vertically integrated petrochemical business by 2020 that will focus on the production of aromatics and
other high-margin petrochemical products.

Organisational Structure

The diagram below sets out the organisational structure of the Group’s principal operating subsidiaries as well
as the percentage of voting shares owned or controlled by the Group as at the date of this Base Prospectus
Supplement No. 2.

26



—

JSC «GAZPROM»

Gazprom Finance BV
100%

5,68% \—V

JSC Gazpromneft

v

L

]

L]

L]

v Y

Gazprom neft Orenburg JSC
100% (38.2% - t

rust management)

100%

Jsc GPN-Razvytiye
100%

NNGGF 100%

Archinskoye LLC

Jsc
Meretoyakhaneftegaz 1000

L]

L]

L]

Vostok 100%

LLC 100%

JSC Gazpromneft-Omsk
Refinery 100%

Gazpromneft-
Logistika LLC 100%

100%

L

\J

1]

v

1]

L]

1]

L]

L L]

JSC Munai-Myrza

Gazpromneft-

v

v

Novy Port LLC 90%

Ural 100%

SC
Omsk 100%

JSC Gazpromneft-
Kuzbass 100%

v

Novgorod LLC 100%

SC
Tumen 99,5%

Gazpromneft-Center LLC

Gazpromneft North-West
LLC 100%

Gazprom neft
Azia LLC 100%

Tajikistan LLC Kazakhstan LLP
00% 100%

Nefteservice LLC
100%

v

Gazpromneft-
Yug LLC 100%

v

Gazpromneft-
Terminal LLC 100%

v

Gazpromneft-Regionalnye
prodaji LLC 100%

v

TOO «Sonol Invest»

v

v L]

L

Bunker 100%

Krasnoyarsk LLC
100%

Shipping LLC 100% ) )
Metine noyars ssenkMagma | | g ey o || 5 ' heyatinsk Rero Novoumiek Gezprom neh 35 Gazpromnet Sakpain 1L
1000 100% LLC 100% Belnefteproduct 100% 106 Trading Gmbh 100% Yaroslavl 91% T00%

Gazpromneft Terminal
SPb LLC 100%

]

v [

v

v

v ]

y

v

L]

1]

1]

JSC Tomskneft VNK

v

Moscow NPZ Holdings

Yamal Razvitiye LLC

Naftna Industrija Srbije

Gazpromneft SM LLC

Gazpromneft-ZS LLC
100%

Gazpromneft-NTC
LLC 100% 100%

JSC Gazpomneft Aero

Sibir Energy Limited

100%

27

Gazprom Neft <
GPN-Invest LLC
International S.A. 100% B.V. 50%/ 50% AD. Novi Sa 56.15% 100%
v v v v v v 3
GazpromNeft Finance Ga“gg,’[’:":;‘ﬁocsmw Gazpromneft-MNGK Sev:{s:?p’?;}y:c:‘m Gazpromneft MZSM JSC Gazpromneft- Noyabrskneftegaz Sibneft Oil Trade Stranberg Investments
9 [« > 9
B.V. 100% a5 100% SeverEnergha, LLC 100% Novosibirsk 100% Proyekt LLC 100% Company Limited 100% Limited 50%
participation GPN
¢ ¢ 25,5%) ¢
Gazpromneft
Gazprom Neft Badra Neftekhimiya LLC Mosnefteproduct LLC GPN Holdings Inc. Invest Oil LLC
rom Neft & le] o o Zhivoy Istok | Lubricants ltalia S.p.A. o 000
> 100%
JSC Yuzhuralneftegaz
GAZPROMNEFT
i ] Lo| e
UKRAINE 100% -
minefield)
JSC
Gazprom Neft
Salym Petroleum Messoyahaneftegaz . JSC Slavneft-YANOS
Development N.V. 50% [ Fauatoria) BV, S 50% (project < 27.48% > 39,83%
50%)
JSC Tsentr JSC Slavneft-
Gazprom Neft ot | Gazprom Nef Middle Naukoyomkh o Ly egonnetiegar
i Technology 100%  {€— 56,42%
(T:
minefield)
Gazprom Neft Adria
d.0.0.100% <
First Energy Holdings Gazpromneft Bitum
» Kazakhstan




Operations
Exploration, Development and Production

The Group’s total hydrocarbon production was 439.0 mmboe for the year ended 31 December 2012. As of 31
December 2012, the Group was estimated under PRMS standards to have an aggregate of 6,782 mmbbl of
proved and 5,591 mmbbl of probable oil and condensate reserves and 12,545 bcf of proved and 7,814 bcf of
probable sales gas reserves. As of 31 December 2012, under SEC standards, the Group’s estimated proved oil
and condensate reserves were 5,853 mmbbl of oil and condensate and 10,042 bcf of sales gas (all figures under
both PRMS and SEC standards include the share of any minority interest owners and the Group’s share in the
reserves of the Equity Affiliates, but exclude the reserves of NIS, as the Serbian government prohibits the
disclosure of this information).

Licences

As of 31 December 2012, the Group (excluding the Equity Affiliates) held 74 licences for fields located in 12
regions in Russia, of which 62 licences were either production or combined exploration and production licences
and 12 were exploration licences. Outside Russia, NIS has 65 resolutions (the equivalent of licences) for the
exploration and production of oil and gas in Serbia, of which seven resolutions are for exploration (covering the
entire territory of Serbia) and 58 are for production. In Romania, a wholly-owned subsidiary of NIS holds
participating interests in two exploration and one production licences, and three additional exploration licences
are pending governmental approval. NIS participates in joint ventures which hold one exploration and
production concession in Bosnia and Herzegovina and one exploration and production permit in Hungary. The
Group also has interests in entities holding licences for the exploration and development of fields in Iraq,
Venezuela, Equatorial Guinea, Angola and Cuba. In addition, the Equity Affiliates hold licences for the
exploration and production of oil and gas. As of 31 December 2012, among the Equity Affiliates, Slavneft held
31 exploration and production licences in western Siberia and the Tomsk region, Tomskneft held 33 production
licences in Khanty-Mansiysk and the Tomsk region, Messoyakhaneftegas held two licences for exploration and
production in Yamalo-Nenets, Sever Energia held four licences in Yamalo-Nenets and SPD held three licences
in Khanty-Mansiysk.

Twenty of the Group’s licences expire in the next five years. In 2012, the Licensing Commission of the Federal
Agency for Subsoil Use in Russia reviewed and approved amendments to 19 licences. For 11 sites, the licence
period was extended, and for three sites, the licence terms were amended due to material changes in
circumstances. See “Risks Relating to the Group and the Qil and Gas Industry — The Group’s subsoil licences
may be suspended or revoked prior to their expiration and the Group may be unable to obtain or maintain
various permits or authorisations” in the Base Prospectus.

Reserves

As of 31 December 2012, the Group’s total proved plus probable reserves of hydrocarbons totalled 15,766
mmboe according to PRMS standards, including 12,373 mmbbl of crude oil and 20.4 tcf of gas. The Group’s
proved reserves as of 31 December 2012 were 8,873 mmboe, including 6,782 mmbbl of crude oil and 12,545 tcf
of gas according to PRMS standards. See “Risk Factors — Risks Relating to the Group and the Qil and Gas
Industry — Oil, natural gas and gas condensate reserves data in the Base Prospectus are only estimates, and the
Group’s actual production, revenues and expenditures with respect to its reserves may differ materially from
those estimates” in the Base Prospectus.

The following table sets forth the Group’s reserves as of 31 December 2012 under PRMS standards. The PRMS
reserves figures provided in the table below differ from those reported in the supplementary information on oil
and gas activities included with the Group’s consolidated financial statements. Oil and gas reserves included in
that supplementary information are prepared using definitions provided by the SEC, which, in addition to other
differences, require the use of a 12-month average of the price as of the first day of the month for each month
within the reporting period. The PRMS reserves in the table below use the Group’s best estimate of future crude
oil and natural gas prices based on an average of Brent oil prices projected by a selection of leading
international market analysts in 2012. The proved reserves reflected in the table below do not include reserves
of NIS, as disclosure of such information is prohibited by the government of Serbia.
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Oil and Gas Reserves (mmboe)

Share in Equity Affiliates

Consolidated

subsidiaries Sever-  Messoyakha
of the Group  Slavneft Tomskneft SPD Energy neftegaz Total

Proved Reserves
(as Of 31 December 2011) lllllll 5,672 940 663 234 810 - 8,319

Proved Developed

RESEIVES......cvv v, 2,707 465 372 183 - - 3,727

Proved Undeveloped

RESEIVES.....ccvv e 2,965 475 291 51 810 - 4,592
Production..........cc.ccoceeeivinnnnne (284) (68) (43) (28) ?3) (426)
Revision of previous
eStimates .......coeevevveerevieiereenne, 515 70 18 39 338 - 979
Purchases of minerals in
PlACE....cciiiieiiiceee 1 - - - - - 1
Proved Reserves
(as of 31 December 2012) ....... 5,904 942 638 244 1,145 - 8,873

Proved Developed

RESEIVES.....ccvveeveerririeiieciene 2,732 484 365 174 21 3,776

Proved Undeveloped

RESEIVES......ccveeveveierere 3,172 459 273 70 1,124 5,097
Total probable reserves............ 3,872 1,457 409 96 704 355 6,893
Total possible reserves............. 2,529 1,285 389 71 795 489 5,559

The following table sets forth the Group’s Russian crude oil and condensate reserves by its main production

areas as of 31 December 2012, as estimated by the Group:

Oil and Condensate Reserves (mmbbl)®

31 December 2012

Region Proved Probable Proved plus Probable
Yamalo-Nenets..........coceeeeveen. 2,001 2,165 4,166
Khanty-Mansiysk... 3,760 1,933 5,693
OmMsK/TomsK......cccoevvcereiiiieens 636 549 1,185
Orenburg......ccoeervveineenienns 383 224 607
Krasnoyarsk .........cccocvenveennnn 2 720 792
Total oo 6,782 5,591 12,373
Gas Reserves (bcf)®
31 December 2012

Region Proved Probable Proved plus Probable
Yamalo-Nenets..........coceeveveen. 8,821 6,504 15,326
Khanty-Mansiysk 1,411 703 2,114
Omsk/Tomsk.......... 654 378 1,032
Orenburg.......ccocoeevveieiiiiee 1,659 229 1888
Total ..o, 12,545 7,814 20,360

(1) Includes the Group’s share in reserves of its Equity Affiliates.

In 2012, the Group achieved a reserves replacement ratio of 230%. In 2012, according to Group estimates,
exploration activities resulted in an increase of 199.5 mmboe (27 mmtoe) in proved hydrocarbon reserves. The
growth in proved reserves in 2012 was primarily driven by geological activities carried out on the Group’s
current assets, including Sever Energia in particular among the Equity Affiliates.

At current production levels, under the PRMS standards, the Group has a reserves-to-production ratio for proved
hydrocarbon reserves of approximately 21 years and proved plus probable hydrocarbon reserves of

approximately 37 years.
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Exploration and Development

The investment in exploration by the Group (excluding the Equity Affiliates) was RUB 19 billion in 2012. In
2012, 39 prospecting and appraisal wells were completed at the Group’s fields, including 32 wells where
commercial inflows of hydrocarbons were obtained. Exploration metres drilled in 2012 (excluding the Equity
Affiliates) totalled 64 thousand meters. The exploration drilling success rate (the ratio of successful wells to
total wells drilled) was 82%, with an efficiency of 380 tonnes of hydrocarbons per metre drilled (defined as the
ratio of additional C1 recoverable reserves to the total meterage drilled) at a cost of 364 RUB/toe (defined as
the ratio of RUB costs for exploratory drilling to additional C1 recoverable reserves obtained).

The table below sets forth the volume of the Group’s seismic testing for the years ended 31 December 2012 and
2011:

Year ended 31 December

2012 2011
2D MEthOd, KM ..vviiiiiiccc e 1,433 1,671
3D Method, SO. KM ..o e 5,608 5,846

The Equity Affiliates completed a total of 20 prospecting wells in 2012 with 81.4 thousand exploration metres
drilled. Four new deposits were discovered, resulting in an increase in their C1 reserves of 114.6 million toe.

Production Drilling

As of 31 December 2012, the Group (not including Equity Affiliates) had a total of 7,859 producer wells and
3,283 injection wells. In 2012, the Group put into operation 690 producer wells and 351 injection wells. In
2012, the Equity Affiliates put into operation 401 producer wells.

The table below sets forth the Group’s new production drilling for the years ended 31 December 2012 and 2011:

Year ended 31 December

2012 2011

Consolidated subsidiaries

Production drilling (thousand MEtres)..........ccocevervvecireieniienecrinens 2,516 2,254
Wells put int0 OPeration..........cccoveveeiererieieseiee e 690 735
Average well flow (tonnes per day) ........ccocevevevveieieieneseseieeenens 14.3 15.3
WALEICUL, D0 ..vvveieicic ittt eb e e e e sanaees 84.0% 83.7%
Equity Affiliates

Production drilling (thousand MEtres)..........ccocevrvveoineiensienecrinen 1,518 1,611
Wells put int0 OPEration..........ccccoveieereneneie e 401 487

Oil Production in Russia

In 2012, the Group produced oil at 104 fields (including 58 Equity Affiliates’ fields) in Russia and was the fifth
largest producer of crude oil in Russia in terms of barrels produced, with total crude oil production accounting
for approximately 10% of Russia’s total crude oil production, according to the Group’s data. The Group’s total
crude oil production in Russia was 364.6 mmbbl in 2012.

The table below shows a breakdown of the Group’s oil production by major regions, subsidiaries and fields for
the years ended 31 December 2012 and 2011.
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Year ended 31 December

2012 2011
Production Share in total Production Share in total % Change
(mmbbl) production, % (mmbbl) production, % 2012/2011
Crude oil
Yamalo-Nenets..........cccoccoevncennn 102.2 27.4% 105.5 28.6% (3.1%)
Noyabrskneftegaz.................... 118.2 27.4% 120.3 32.7% (1.7%)
Sugmutskoye........cccerveurnenn 16.1 4.3% 20.7 5.6% (22.3%)
Sutorminskoye ...........c......... 14.2 3.8% 14.9 4.0% (4.9%)
Vyngapurovskoye................. 25.9 6.9% 10.8 2.9% 139.7%
Sporyshevskoye.................... 7.4 2.0% 8.2 2.2% (9.2%)
Khanty-Mansiysk ..........cccccoeeenee. 106.9 28.6% 100.3 27.2% 6.6%
Gazprom Neft-Khantos .......... 94.0 25.2% 75.1 20.4% 25.2%
Priobskoye ........ccoccovviiennne 83.0 22.2% 74.2 20.1% 11.9%
Magma........ocoveirerinines 3.4 0.9% 33 0.9% 4.0%
Omsk/Tomsk Region..................... 12.6 3.4% 13.7 3.7% (8.2%)
Gazprom Neft-Vostok............. 12.6 3.4% 10.4 2.8% 21.0%
Krapivinskoye...........ccoc.... 3.7 1.0% 4.9 1.3% (25.1%)
Tyumen region.........c.ccccee... 3.2 0.9% 3.2 0.9% 0.4%
Orenburg Region ........cccccoceeveenee 8.1 2.2% 14 0.4% 480.5%
NIS oo 9.0 2.4% 8.4 2.3% 7.2%
Total crude oil production by
consolidated subsidiaries............. 242.0 64.8% 232.7 63.2% 4.0%
Share in Slavneft.........c.ccccooene. 65.4 17.5% 66.3 18.0% (1.3%)
Tailakovskoye.........ccccevvevernannne 15.8 4.2% 14.8 4.0% 6.5%
AQaNSKOYE .......cccovenveririeienicne 7.8 2.1% 8.3 2.3% (5.7%)
Share in Tomskneft..........cc..o..... 38.2 10.2% 38.7 10.5% 1.3%
Krapivinskoye...........cccceovivnene 8.1 2.2% 7.8 2.1% 4.3%
SOVetsKoye.......ccoovvviene 7.5 2.0% 7.2 2.0% 4.1%
Igolsko-Talovoye...........ccco.ee. 3.1 0.8% 4.4 1.2% (30.2%)
Share in SPD .....cccoviiicciene, 27.5 7.4% 30.6 8.3% (10.0%)
Zapadno-Salymskoye................ 23.7 6.3% 25.8 7.0% (8.1%)
Verkhne-Salymskoye................ 19 0.5% 11 0.3% 72.1%
Total share in production of
Equity Affiliates ...........occoovernne. 1316 35.2% 135.6 36.8% (2.9%)
Total crude oil production.......... 373.6 100% 368.3 100% 1.4%

Core Domestic Producing Assets by Region
Yamalo-Nenets

The Group’s fields in Yamalo-Nenets (excluding those of the Equity Affiliates) accounted for 27.4% of the
Group’s crude oil production volume in 2012, producing 102.2 mmbbl, a 3.1% decrease compared to 2011. As
of 31 December 2012, the fields of Noyabrskneftegaz had a total of 16,149 wells (of which 4,216 were active
production wells and 1,995 were active injection wells). Noyabrskneftegaz’s crude oil production accounted for
27.4% of the Group’s total production volumes in 2012, producing 118.2 mmbbl, a 1.7% decrease compared to
2011.

In 2013, the Group plans to invest RUB 29,145 million in brownfield projects in Yamalo-Nenets.

Khanty-Mansiysk

The Group’s fields in Khanty-Mansiysk (excluding those of the Equity Affiliates) accounted for 28.6% of the
Group’s total oil crude production in 2012, producing 106.9 mmbbl, a 6.6% increase compared to 2011. As of
31 December 2012, the fields of Gazprom Neft-Khantos had a total of 3,119 wells (of which 1,717 are active
production wells and 910 are active injection wells). In the year ended 31 December 2012, Gazprom Neft-
Khantos accounted for 25.2% of the Group’s total crude oil production volume, producing 94.0 mmbbl, a 25.2%
increase compared to 2011.

In 2013, the Group plans to invest RUB 582 million in brownfield projects and RUB 22,245 million in
greenfield projects in Khanty-Mansiysk.
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Tomsk/Omsk

A group of fields in the Tomsk and Omsk regions (excluding those of the Equity Affiliates) accounted for 3.4%
of the Group’s total oil crude production in 2012, producing 12.6 mmbbl, an 8.2% decrease compared to 2011.
As of 31 December 2012, the fields of Gazprom Neft-VVostok had a total of 491 wells (of which 285 were active
production wells and 113 were active injection wells). In the year ended 31 December 2012, Gazprom Neft-
Vostok’s crude oil production volume accounted for 3.4% of the Group’s total crude oil production volume,
producing 12.6 mmbbl, a 21.0% increase compared with 2011.

In 2013, the Group plans to invest RUB 3,103 million in brownfield projects and RUB 2,550 million in
greenfield projects in Tomsk/Omsk.

Orenburg

As of 31 December 2012, the Group’s Orenburg fields (excluding those of the Equity Affiliates) had a total of
236 wells (of which 212 were active production wells and 4 were active injection wells). In the year ended 31
December 2012, fields in the Orenburg region produced 2.2% of the Group’s total volumes, producing 8.1
mmbbl of oil, a 480.5% increase compared to 2011, the year in which the Group acquired its Orenburg assets. In
2012, the Group drilled 16 wells in the Orenburg region, began a pilot project at the Tsarichanskiy field, and
decreased average well drilling time in the region from 120 to 75 days.

The Group plans to invest RUB 49.7 billion in the development of the Orenburg fields in 2013-2015.

Development of new fields

Novoportovsk

In November 2012, the Group acquired 90% of the shares of LLC Gazprom neft Novy Port, which holds
exploration and production licences for the Novoportovskoe oil field. Five wells were drilled at Novoportovsk
in 2012, and one well produced hydrocarbons flows of approximately 140 cubic meters a day. Engineering
survey works relating to the construction of a year-round oil export by sea from the Novoportovskoe field via
the Gulf of Ob continued in 2012. The field’s probable reserves are estimated at 627 mmbbl of crude oil and
1,607 bcf of gas under the PRMS standards as of 31 December 2012. The target maximum annual output at the
field is estimated by the Group at 96.5 mmboe in 2019. Commercial production at the field is projected to begin
between 2016 and 2019. The Group plans to invest RUB 91.7 billion in the development of the field in 2013-
2015.

Kuyumbinskiy project

In 2013, the Group began test drilling on production blocks and performed 535 square kilometers of three-
dimensional seismic surveys. Due to lack of transport infrastructure, production at the field is not expected to
begin until 2017, when the Kuyumba-Tayshet pipeline is scheduled to be completed. The Group estimates that a
peak production of 55.9 mmboe per year (of which the Group’s share is 50%) could be achieved at the project
by 2025.

The aggregate C1+C2 reserves of the licence areas that comprise the Kuyumbinskiy project (the Kuyumbinskiy,
Tersko-Kamovskiy, Kordinskiy, Abrakupchinsky and Podporozniy sites) are estimated at 3,760 mmboe (of
which the Group’s share is 50%). OOO “Slavneft — Krasnoyarskneftegas”, a subsidiary of Slavneft, is the
licenceholder for these blocks.

Zhivoy Istok

In October 2012, the Group acquired LLC Zhivoy Istok, which holds licences for the Baleykinskoe field and the
Uranskaya site in the Orenburg region. The C,+C, recoverable oil reserves of the two sites are estimated at 12.9
mmtonnes. A development plan for the project is currently being prepared. Production at the fields has begun
and the target annual peak production is estimated at 6.7 mmboe a year in 2016.

Yuzhno-Kinyaminskoe Field
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In December 2012, the Group obtained a licence for the Yuzhno-Kinyaminskoe field. The field is located in the
Khanty-Mansiysk region, and Gazprom Neft-Khantos acts as the operator for the field. The field’s initial
recoverable resources are estimated at 5.1 mmtonnes. Test production began in January 2013 using existing
exploration wells, and the drilling of additional exploration wells is planned for the second half of 2013. The
target annual peak production at the field is estimated at 3.3 mmboe in 2015.

International Operations and Projects
Serbia

NIS has the largest network of filling stations in Serbia, with a 37.5% share of the country’s retail market, as of
31 December 2012. As of 31 December 2012, NIS owned a total of 344 filling stations, eight active oil bases
and six liquefied gas storage facilities in Serbia, Bosnia and Herzegovina, Romania and Bulgaria. In 2012, the
crude oil output by NIS was 2.4% of the Group’s total volumes, producing 9.0 mmbbl, a 7.5% increase
compared to 2011.

Irag

In July 2012, the Group signed two production sharing contracts with the Kurdistan regional government of
Irag. The contracts are related to the Garmian and Shakal blocks, located close to each other in the south of
Iraq’s Kurdistan region. Upon the completion of exploration works, scheduled for no later than 2015, the Group
expects production to commence at the blocks. The Group holds a 40% share in the Garmian block and an 80%
stake in the Shakal block. The Group is also the operator of the Shakal block. The Group estimates that the
resource potential of both blocks combined exceeds 500 mmtoe (3,600 mmboe). The Group’s target annual peak
production at the two blocks (which includes the share of the Group’s partners) is estimated at 45.3 mmboe in
20109.

In February 2013, a third production sharing contract was signed with the Kurdistan regional government of
Iraq for geological prospecting at the Halabja block for a five-year term (with the potential for extension of an
additional two years). The Group estimates that the recoverable resources at the Halabja block exceed 90 mmtoe
(670.5 mmboe). The block is located in the southeast of the Kurdistan region of Irag, 300 kilometers from the
city of Erbil and 30 kilometers northeast of the Garmian block. Following exploration works, the production
sharing agreement for the Halabja block provides for the possibility of development operations of the field for
25 years. The Group holds an 80% share in the Halabja project with the remaining 20% stake held by the
Kurdistan regional government. The target annual peak production at the Halabja block (of which the Group’s
share is 80%) is estimated at 23.5 mmboe in 2020.

With respect to the Badra field, two exploratory wells and one production well are currently being drilled.
Construction work on infrastructure for the field is being undertaken, and a contract for the construction of a
trunk pipeline was signed with China Petroleum Pipeline Bureau in 2012. Initial production at the Badra field is
expected to begin later in 2013; the Group estimates that by 2017 as much as 170 thousand barrels per day of
crude oil could be produced for a period of seven years. As many as 17 production wells and five injection wells
are planned to be put into operation at the Badra field. The Group plans to invest RUB 36.2 billion in the
development of the Badra field in 2013-2015.

Cuba

An exploration well drilled in the summer of 2012 did not produce hydrocarbon flows. In the second half of
2012, geophysical and geochemical data on the blocks was re-analyzed and the reservoir model adjusted, and
the Group currently estimates the resources of the blocks at up to 325 mmtonnes of crude oil. The Group and its
partner Petronas have extended the exploration period of the Cuba project for two years; as much as 1,000
square kilometres of three-dimensional seismic surveys with a budget of approximately USD 15 million are
planned for continued study of the blocks, and areas for seismic surveying are currently being selected.

Venezuela

In January 2013, Rosneft acquired Surgutneftegas’ interest in NOC; in March 2013, Rosneft acquired TNK-BP
and thus its interest in NOC as well. The Group’s two-year term as project leader of the consortium ended 31
December 2012, and the Group expects that Rosneft will be formally appointed as the new leader in 2013.

The NOC members have also approved a proposal to start “early production” of oil at the field before a final
investment decision is taken by the consortium. The proposal to begin early production at the block is being
discussed and negotiated with the relevant VVenezuelan authorities.
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In 2012, production began at two horizontal wells at the Junin-6 block and two additional horizontal wells are
currently being drilled. Field infrastructure continues to be developed and engineering work on an upgrader, a
unit needed to improve the quality of heavy oil produced from the block, has commenced.

The recoverable reserves of the Junin-6 field are currently estimated by the Group at approximately 13.5 billion
bbl. The target annual peak production at the field (of which the Group’s share is 8%) is estimated at 164.2
mmbbl from 2018 to 2034. The Group plans to invest RUB 2.8 billion in the development of the Junin-6 project
in 2013-2015.

Equity Affiliates
Slavneft

In the year ended 31 December 2012, Slavneft’s crude oil production was 130.9 mmbbl; the Group’s share of
65.4 mmbbl (a 1.3% decrease compared to 2011) represented 17.5% of the Group’s total crude production in
2012. The Group’s share in Slavneft’s proved reserves was estimated to be 942.0 mmboe (approximately 10.6%
of the total proved reserves of the Group) under PRMS standards as of 31 December 2012. In March 2013, the
Group’s partner in Slavneft, TNK-BP, was acquired by Rosneft.

Tomskneft

In the year ended 31 December 2012, Tomskneft’s crude oil production was 76.4 mmbbl; the Group’s share of
38.2 mmbbl (a 1.2% decrease compared to 2011) represented 10.1% of its total crude oil production. In 2012,
the volume of gas produced was 69.5 bcf (2.0 becm) and the Group’s share was 34.8 bcf (0.98 bcm). The
Group’s share in Tomskneft’s proved reserves was estimated to be 638.0 mmboe (approximately 7.2% of the
total proved reserves of the Group) under PRMS standards as of 31 December 2012.

Salym Petroleum Development (SPD)

In the year ended 31 December 2012, SPD’s crude oil production was 55.1 mmbbl; the Group’s corresponding
share of 27.5 mmbbl (an 10.0% decrease compared to 2011) represented 7.4% of its total crude production. The
Group’s share in SPD proved reserves was estimated to be 244.1 mmboe (approximately 2.7% of the total
proved reserves of the Group) under PRMS standards as of 31 December 2012.

Sever Energia

As of 31 December 2012, the Group’s share in Sever Energia’s fields’ estimated combined proved reserves
under PRMS standards was 1,145 mmboe, or approximately 12.9% of the Group’s total proved reserves,
including 5,290 bcf of gas and 263.3 mmbbl of crude oil and condensate. In December 2012, a second phase of
the gas processing facility was launched at the Samburkskoe field.

Commercial crude oil production at Sever Energia’s fields is expected to begin in 2016. The target annual peak
production at Sever Energia’s fields (of which the Group’s share is 25.5%) is estimated at 310 mmboe in 2021.

Messoyakhaneftegas

Messoyakhaneftegas holds licences for developing the Messoyakha group of fields in the north of Yamalo-
Nenets. As of 31 December 2012, the Group’s share of the Messoyakha fields’ probable and possible
recoverable oil and condensate reserves under PRMS was estimated at 355.4 and 489.4 mmbbl, respectively.

The Group currently estimates that commercial production at the Messoyakha group of sites will begin in 2016,
with the target annual peak production (of which the Group’s share is 50%) estimated at 111 mmboe between
2025 and 2028. In October 2012, oil was extracted for the first time from the East Messoyakha field following
test operations. In addition, a total of six test production wells and four prospecting wells were drilled at the
Messoyakha fields in 2012.

The Group plans to invest RUB 16.9 billion in the development of the Messoyakha group of fields in 2013-
2015.

Gas Production

In 2012, sales of gas generated RUB 23,821 million of revenues. The Group produced 392.3 bcf of gas in 2012,
achieving a 22.5% year-to-year growth in production, compared with gas production in 2011.

In October 2012, an expansion of the Muravlenkovskoe gas field was undertaken, which increased the
production capacity of the field from 113.0 bcf to 148.3 bcf a year.
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The table below shows gas production (including utilised associated gas) by the Group for the years ended 31
December 2012 and 2011.

Year ended 31 December

2012 2011 % Change
Gas! (Bcf)
(€] (01U o OO RSSP 327.5 277.7 23.7%
Share in Slavneft........... 14.8 14.9 (0.7%)
Share in Tomskneft........... 295 25.7 14.8%
Share in Sever Energia 15.8 -
Share iN SPD ..o 4.7 1.9 147.4%
Total Gas Production.............ccoceveeiviiienennninn 392.3 320.2 22.5%

(1) Production volume includes marketable gas plus utilised associated gas.

The Group entered into a one-year gas supply contract with Gazprom mezhregiongaz for supply of 5.1 bem of
gas in 2013. The gas to be supplied by the Group will be sourced from the Novogodneye and
Muravlenkovskoye gas fields and from gas stored in the transport system of the gas cooling station of the
Yuzhno-Balykinski gas processing complex. Gas will be supplied to the Kurgan, Tyumen and Khanty-Mansiysk
regions at market prices.

Associated Gas

In 2012, the Group produced 292 bcf of associated gas, of which it was able to utilise 202 bcf, resulting in a
total utilisation rate of 69.2% in 2012.

The Group considers the enhancement of its utilisation rate of associated gas a priority and has adopted a
programme aimed at achieving a 95% level of utilisation at its major production assets, except for remotely
located fields with lacking necessary infrastructure, for which the Group intends to obtain exemptions from the
regulatory regime imposing charges for flaring more than 5% of the associated gas produced. The programme
contemplates an investment in its efforts to improve its utilisation rates of associated gas of approximately USD
700 million from 2013 through 2015.

As part of a joint project between the Group and SIBUR to utilise associated gas, both companies have
increased their transport and utilisation capacities, increasing the volume of processed associated gas. The
Group also has constructed new pipelines and re-constructed the existing gas collection system at the VVyganpur
fields. In total, 111 kilometers of pipelines have been built or reconstructed at a cost to the Group of RUB 3
billion. SIBUR has increased the capacity of its compressor station and gas-processing plant located nearby.
This infrastructure development by both companies has allowed the processing of an additional 1 bcm of
associated gas per year.

In 2013, the Group plans to launch another joint project with SIBUR aimed at increasing associated gas
utilisation at the Yuzhno-Priobskoe field, which is expected to result in the Group’s utilisation rate rising to
more than 80%.

Two new pipelines built by the Group at the Severo-Yangtingskoe field and the Shinginskoe field also have
increased utilised associated gas volumes by 3.0 bcf a year.

Downstream Business
Netbacks

The table below sets forth, for each listed destination of the Group’s crude oil sales and refined products, the
netbacks generated in the years ended 31 December 2012 and 2011.

For the year ended 31 December

2012 2011
RUB/tonne excluding VAT
CIS crude oil exports1 .................................................... 10,780 10,539
Non-CIS crude 0il eXPOrts ........ccoeeeeniiereieieeseeeene 10,336 9,573
Domestic crude 0il SAlES ........cocevvvviveeiiiieeciee e, 11,290 9,537
Group Refineries 13,093 11,812
OMSK REFINENY .....coveiiiiicecec e 13,738 12,095
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YANOS REFINEIY..c.ociiiiiiciceee e 12,297 11,718

MOSCOW REFINEIY......ooviiiiiiiee e 11,753 11,277

(1) CIS crude oil exports netback does not reflect additional profit of the Group from selling petroleum products from refineries in
Belarus.

Refining

In 2012, according to the Group’s data, the Group was the third largest Russian oil company in oil refinery
volumes, refining 43.3 mmtonnes of crude oil. The Group owns four refineries, two of which are located in
Russia and two in Serbia. In addition, it holds (through Slavneft) an interest in the YANOS Refinery in Russia
and the Mozyr Refinery in Belarus. In total, the Group’s refining capacity in Russia was 41 mmtonnes per year,
in Eastern Europe 7.3 mmtonnes per year and in the CIS 2.4 mmtonnes per year as of 31 December 2012.

Omsk Refinery

As of 31 December 2012, the Omsk Refinery had an installed capacity of 21.4 mmtonnes of crude oil per year
and Nelson complexity index of 7.64. In the year ended 31 December 2012, the refinery processed 20.9
mmtonnes of crude oil, compared to 20.0 mmtonnes in the year ended 31 December 2011. In the second half of
2012, the construction of diesel and cat-cracked gasoline hydrotreating units at the refinery was completed,
allowing the transition to Euro 5 diesel production. In 2012, as part of the modernisation program, the
construction of hydrocracking, coking and catalytic cracking units at the refinery began, aimed at increasing
light products yield and depth of refining.

The table below summarises key operating data for the Omsk Refinery for the years ended 31 December 2012
and 2011.

Year ended 31 December

2012 2011
(mmtonnes)
Refined material
Oil and unstabilised gas condensate............cccccovererereennnn. 20.9 20.0
Petroleum products
Automobile Petrol...........ccoeiiiiiiie 4.7 4.1
Other PEtrol.......c.oiiiiieee e 0.6 0.4
JELTUBL .. 15 14
Diesel fuel......cooviiiee e 5.7 6.1
Other light products 1.2 0.4
Aromatic hydrocarbons............c.coovvieiineiincc e 0.3 0.4
FUBL Ol 2.0 2.8
BITUMEN ..o s 0.4 0.5
OIS e 0.3 0.3
Other products, including: 3.0 25
Bunkering fuels..........ooooieiniini e 2.0 1.6
COKE ettt 0.2 0.2
Heavy gas Ol .......cccovviiiiiicecc e 0.2 0.2
Liquefied hydrocarbon gases ..........ccccovvevveviesinienennns 0.5 0.4
SUIPNUL e s 0.0 0.0
(0] 131 OO 0.1 0.1
Total Petroleum Product Production.................cc......... 19.7 18.8
Conversion rate............... 88.8% 84.1%
Light products output 67.5% 64.4%

Moscow Refinery

As of 31 December 2012, the Moscow Refinery’s installed capacity was 12.2 mmtonnes per year and its Nelson
complexity index was 6.27. In the year ended 2012, the Moscow Refinery processed 10.7 mmtonnes of crude
oil, compared to 10.8 mmtonnes for the year ended 2011. As part of the modernisation program, a new
isomerisation unit and a new cat-cracked fuel hydrotreatment unit as well as a reconstructed diesel
hydrotreatment unit are expected to be put into operation in 2013, which will allow to increase the output of
high-octane gasoline and to begin production of diesel and gasoline compliant with Euro 5 standards. The
construction of new complex processing and flexicoking units and the reconstruction of a catalytic cracking unit
at the refinery began in 2012.
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The table below summarises key operating data for the Moscow Refinery for the years ended 31 December
2012 and 2011.

Year ended 31 December

2012 2011
(mmtonnes)
Refined material
Oil and unstabilised gas condensate............cc.ceeerveirennns 10.7 10.8
Petroleum products
Automobile petrol ... 2.2 24
Other PELrOl......c.oviiiieeece e 0.3 0.3
JEEFUBL ... 0.6 0.6
Diesel fUel........oviiiiiic 25 2.7
Other light products ..........cceviiviiericiie e 0.2 0.1
FUBL O 3.3 2.8
BITUMEN ..o e 0.7 1.0
Other products, including: 0.4 0.4
Liquefied hydrocarbon gases ..........ccooeverereeieeiennennnn 0.2 0.2
SUIPRU e 0.1 0.1
(0101 RO TP 0.1 0.1
Total Petroleum Product Production ............ccocov...... 10.2 103
CONVEISION FALE .....oeeiieiieiiiiecie e 67.7% 72.3%
Light products OULPUL...........ccooeriieiiccerere e 55.5% 56.6%

NIS Refineries

In the year ended 31 December 2012, the NIS Refineries processed 2.1 mmtonnes of oil, compared to 2.4
mmtonnes for the year ended 31 December 2011.

The table below summarises key operating data for the NIS Refineries for the years ended 31 December 2012
and 2011.

Year ended 31 December

2012 2011
(mmtonnes)

Refined material

Oil and unstabilised gas condensate............cccceecereerrennnns 2.1 24
Petroleum products

Automobile petrol ... 0.4 0.5
Other PELrOl......cvviiiicece e 0.1 -
JELTUBL .o 0.1 0.1
Diesel fUel........oviiiiiic 0.6 0.7
Other light products ..........ccccviiviieiiice e 0.1 -
FUBL Ol 0.4 0.4
BITUMEN ..o e 0.2 0.2
(0] 111 SRR 0.1 0.4
Total Petroleum Product Production ........................ 2.0 2.2
CONVEISION FAE .....oveviiiieiiiierieeeeee e 74.7% 75.3%
Light products OUEPUL..........cccooeriieiiiieee e 66.9% 67.6%

In the second half of 2012, the construction of MHC/DHT at the Panchevo refinery was completed, allowing the
transition to Euro 5 production.

YANOS Refinery

In the year ended 31 December 2012, the YANOS Refinery processed 15.3 mmtonnes of crude oil (of which the
Group’s proportionate share was 7.6 mmtonnes), compared to 14.8 mmtonnes for the year ended 31 December
2011 (of which the Group’s share was 7.4 mmtonnes), ranking fifth among Russian refineries by volume of
crude oil processed according to the Group’s data, with a Nelson complexity index of 7.50. As part of the
modernisation program, a new diesel hydrotreatment unit is expected to be put into operation in 2013, which
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will increase the light products yield and depth of refining at the refinery. The reconstruction of another diesel
hydrotreatment unit and a catalytic cracking unit at the refinery is expected to be completed in 2014.

The table below summarises the Group’s share of the key operating data for the YANOS Refinery for the years
ended 31 December 2012 and 2011.

Year ended 31 December

2012 2011
(mmtonnes)

Refined material

Oil and unstabilised gas condensate............cc.ccoerereenne. 7.6 7.4
Petroleum products

Automobile petrol............cooo i, 1.2 1.2
Other Petrol ..o 0.2 -
JEt FUBL ... 0.5 0.4
Diesel fuel.......cooviiieee 2.0 2.0
Other light Products ..........cccoeerieinieen e 0.3 -
Aromatic hydrocarbons...........cccoeeviiviviine i 0.1 -
FUBL Ol 25 2.3
BITUMEN ..o 0.2 0.2
OIS e 0.1 0.1
(0] 111 SRR 0.1 -
Total Petroleum Product Production......................... 7.2 7.0
CONVEISION FALE .....oveiiiiiiiiiieiiereee e 65.5% 65.6%
Light products OULPUL..........cccooeriiieiicresee e 56.0% 56.4%

Mozyr Refinery

In 2012, the Mozyr Refinery processed 11.1 mmtonnes of crude oil, compared to 11.0 mmtonnes in 2011. In
2012, the Group processed 1.6 mmtonnes of crude oil at the Mozyr Refinery.

Sales of Petroleum Products

In the year ended 31 December 2012, total production of the Group’s petroleum products were 41.0 mmtonnes,
compared to 38.3 mmtonnes in the year ended 31 December 2011. In 2012, the total sales of the Group’s
petroleum products in the Russian domestic market was 44.0 mmtonnes (compared to 41.4 mmtonnes in 2011),
making the Group one of the largest sellers in Russia by sales volume according to data from the Russian
Ministry of Energy. Revenues from the sales of petroleum products represented 76.1% of total sales in 2012.

The following table shows the Group’s production of petroleum products for the years ended 31 December 2012
and 2011.

Year ended 31 December

2012 2011
(mmtonnes)

Refined material

Oil and unstabilised gas condensate............cccceecereerrennnns 43.3 405

Petroleum products

PELIOL...eeeeee e 8.9 8.1
BEIOW EUMO 2 ..o 0.4 0.4
BUIO 2. 0.8 0.2
EUIO 3. 2.2 6.7
BUFO 4. .o 35 0.8
BUFO 5. 21 0.1

Other PEtrol ... ..ot 13 1.2

JEETUBL o 2.7 2.6

DIESEI .. e 115 115
BElOW EUMO 2 ..o 0.7 4.5
BUIO 2. 4.9 2.5
EUIO 3. 1.3 0.9
BUFO 4. .o 2.0 21
BUFO 5. 2.6 15

Other light products ..........ccceiiiiieieiieesee e 19 0.8
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Aromatic hydrocarbons...........cccooeeiiiienencieee 0.4 0.4

LU T=] 1o | RS 8.8 8.3
BItUMEN ..ot 1.6 1.8
(@ ]| T 0.4 0.4
Other ProdUCES .....ccveveieieiieceee e 35 3.3
Total Petroleum Product Production...........ccccevevveines 41.0 38.3

Petrol Station Network

The Group owns an extensive network of 1,609 petrol stations located in Russia, the CIS and Europe, as of 31
December 2012. In total, the Group expects to spend approximately RUB 7.9 billion on the rebranding,
renovation and construction of petrol stations in 2013, with a large portion of these expenditures spent on
integrating newly acquired petrol stations into the Group’s network. In 2012, the Group continued the
implementation of its petrol station rebranding program with 55 stations rebranded in Russia and the CIS,
compared to 81 and 186 petrol stations rebranded in Russia and the CIS in 2011 and 2010, respectively.

In the year ended 31 December 2012, total sales of petroleum products through the Group’s petrol stations were
7.4 mmtonnes. Sales of petroleum products through the Group’s petrol stations in Russia were 6.6 mmtonnes,
compared to 4.9 mmtonnes in 2011. The average sales of petroleum products per petrol station in Russia
amounted to 17.6 tonnes per day, compared to 14.2 tonnes per day in 2011 and 10.1 tonnes per day in 2010. The
non-fuel sales of associated goods and services at the Group’s petrol stations increased to RUB 14.9 thousand
per cubic metre of fuel sold in 2012 from RUB 12.3 thousand per cubic metre in 2011 and RUB 9.1 thousand
per cubic metre in 2010. The number of participants in the Group’s loyalty card programme for retail customers
was approximately 3.3 million as of 31 December 2012, compared to 1.9 million as of 31 December 2011 and
0.8 million as of 31 December 2010.

As part of the Group’s efforts aimed at increasing the efficiency of petroleum products sales and achieving
synergies in joint projects with Gazprom, the Group is considering acquiring some of the petrol stations and oil
bases currently held by other entities within the Gazprom group in 2013-2015.

Lubricants

In 2012, Gazprom Neft-Lubricants sold 0.44 mmtonnes of products manufactured at its production facilities in
Russia and Italy including 0.13 mmtonnes of packaged oil, compared to 0.45 mmtonnes and 0.11 mmtonnes,
respectively, in 2011. In 2012, the Group’s premium sales of lubricants were 0.15 mmtonnes, as compared to
0.12 mmtonnes in 2011. The Group’s market share in the Russian packaged oil market was 16% in 2012.
Currently, the Group’s motor oils are sold in 38 countries. To facilitate the logistics of the distribution of
lubricants, a plant at the Omsk Refinery is under construction for low-tonnage blending, packing and offloading
of oils. Begun in 2010 and with an expected capacity of 180,000 tonnes per year, the plant is scheduled to be
completed in 2013.

Aircraft Fuel

According to the Group’s data, in 2012 Gazprom Neft-Aero was the largest supplier of jet fuel in airports in the
Russian market with 2.1 mmtonnes of premium sales in 2012 (representing a market share of approximately
18.6% in Russia), compared to 1.6 mmtonnes in 2011.

Bunkering

In 2012, the Group supplied 2.9 mmtonnes of marine fuel, compared to 2.2 mmtonnes in 2011. According to the
Group’s data, the Group holds a leading position in bunkering in Russia, with a market share of approximately
18.5%. In 2012, the Group’s premium sales of marine fuel were 2.5 mmtonnes, as compared to 2.2 mmtonnes in
2011.

Gazprom Neft Marine Bunker is present in 15 sea and nine river ports in Russia. In the second half of 2012,
Gazprom Neft Marine Bunker purchased one tanker and entered the Romanian bunkering market through the
purchase of a local bunkering company. In addition, Gazprom Neft Marine Bunker plans to increase its fleet
from seven to 15 ships by 2020 to expand its operations.
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Bitumen

In 2012, the Group’s sales in bitumen totalled 1.4 mmtonnes (compared to 1.8 mmtonnes in 2011), which
represented approximately 25% of sales in the Russian market, according to the Group’s data. The decrease in
sales in 2012 was due to modernisation of bitumen facilities at the Moscow refinery.

Petrochemicals

The Group is a large producer of petrochemicals. In 2012, the Group sold 1.0 mmtonnes of petrochemicals. In
2012, the Group produced and sold 0.4 mmtonnes of aromatics (compared to 0.4 mmtonnes in 2011),
representing 16% of all such sales in Russia and 53% of all Russian aromatics exports, according to the Group’s
data.

Transportation of Crude QOil

In 2012, the Group exported 16.2 mmtonnes of crude oil from Russia, including 11.9 mmtonnes to non-CIS
countries and 4.3 mmtonnes to the CIS.

The following table shows the Group’s allocations of exports sales (excluding NIS) transported through various
export hubs to non-CIS countries for the years ended 31 December 2012 and 2011.

Year ended 31 December

2012 2011
Druzhba Pipeling .......cc.cviiiiiiic e 24.6% 21.7%
Eastern Siberia-Pacific Ocean oil pipeline ... 0.9% 14.2%
BTS-2 pipeling (t0 USE-LUQA)........coeeeirieriinienieie et 12.6% -
PRIMOISK POt 50.2% 49.4%
NOVOTOSSIYSK POIL ...ttt ettt sresae 9.1% 6.4%
TUBPSE POTT....vevvviceeieteeees ettt esee et es st ss sttt en ettt 2.7% 6.7%
TOTAL ot 100% 100%

Research & Development
In 2012, the Group spent the following amounts on research and development:

Design and control over development: RUB 706.4 million (compared to RUB 333.5 million), primarily related
to new oil field development (Novoportovsk, Orenburg), technology research in collaboration with universities
and R&D organisations as well as alkaline surfactant polymer technology research.

Geology and exploration: RUB 85.6 million (compared to RUB 418.4 million in 2011), primarily related to the
exploration of prospective offshore licence blocks in the Russian Arctic, projects relating to the recovery of
difficult-to-access reserves and geological studies of the Kuyumba and Messoyakha oil fields.

The Group’s total R&D expeditures related to its upstream operations were RUB 1,397 million in 2012.

Key results in R&D in 2012 include the approval for use of 4D seismic technology for study of the
Tympuchikanskiy and Vakunaiskiy licence blocks and the introduction of NGT-Smart technology, an analytical
technology tool use to improve mapping and decision-making in workover operations.

Health, Safety & Environment

The implementation of the Group’s HSE Policy has helped reduce the number of industrial injuries from 75 in
2008 to 47 in 2012. In addition, the Group’s lost time injury frequency rate has decreased from 0.8 to 0.62, and
its fatal accident rate has been lowered from 12.6 to 3.9 since the implementation of the HSE Policy.

Employees

The average monthly salary of the Group’s employees was RUB 59,828 in 2012, compared to RUB 59,989 in
2011. Personnel costs were RUB 42.2 billion in 2012, compared to RUB 45.3 billion in 2011. The following
table sets forth the approximate number of the Group’s employees by employment area as of 31 December 2012
and 2011.

As of 31 December
2012 2011

EXErACHION. ...t 7,640 7,019
Research and Development...........ccccoovieveneiencinnnne 749 871
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REFINING ..o 4,939 4,889

Petroleum products 21,361 19,317
Oil field service............. 1,308 4,349
NES e 8,100 9,076
Service enterprises for extraction...........c.ccoccoceeeiennnne. 2,563 2,604
JEt FUBL ... 1,570 1,252
(@ ] TS 1,479 1,085
Information technologies ..........ccoevieieneiieieiceie 823 1,077
ONEI ..o 6,750 6,019
I = S 57,282 57,558

The following table sets forth the approximate number of the Group’s employees based on location as of 31
December 2012 and 2011.

As of 31 December

2012 2011
Yamalo-NEeNets ........ccccervrirriiiiiseee e 10,415 13,479
Omsk and OmMSK region ..........coevvevviinenenesenerieenns 8,519 8,664
Moscow and MOSCOW FegioN ...........coueerervereerereniennens 7,665 6,606
St. Petershurg......coeoeviiiireeeeese e 4,107 3,466
Sverdlovsk region......... 2,117 2,096
Kemerevo region........... 1,794 2,030
Tyumen region.............. 2,003 1,829
Novosibirsk region 2,998 1,952
Kyrgyzstan.......c.c.coeea. 322 1,676
Yaroslavl region............ 774 800
Khanty-MansiysK.........cccccuirinennineeinenese e 1,407 1,428
SIDIA ..ttt 8,100 9,076
(]41 1<) TSRS 7,061 4,456
TOAl v 57,282 57,558

In 2012, benefits payments amounted to an average of RUB 72,258 per employee, compared to RUB 67,300 in
2011. As of 31 December 2012, approximately 24% of the Group’s workforce was between 18 and 30 years of
age and 27% of the Group’s workforce was between 41 and 50 years of age. As of the same date,
approximately 36% of the Group’s workforce held higher-education degrees. More than 50% of the Group’s
employees are members of trade unions. In addition, the Group spent RUB 322 million on assistance for retired
employees in 2012, compared to RUB 113.6 million in 2011.

Intellectual Property

As of 31 December 2012, the Group held 10 patents, 136 trademarks, 197 industrial property rights and 14
copyrights related to its exploration, extraction and refinery activities.

Insurance

In 2012, the Group spent approximately USD 44 million on its insurance policies, compared to USD 40 million
in 2011.

Litigation
Except as described below, there are no governmental, legal or arbitration proceedings (including any such
proceedings which are pending or threatened of which the Group is aware) during the 12 months preceding the

date of this Base Prospectus Supplement No. 2 which may have, or have had in the recent past, material effects
on the Group’s financial position or profitability.

Tax refund claim by Noyabrskneftegaz

In September 2012, the Russian tax authorities denied a claim by Noyabrskneftegaz for refund of MET paid in
2008 in the amount of RUB 1,168 billion. In November 2012, Noyabrskneftegaz appealed the decision of the
tax authority in a Russian court. On 26 March 2013, the Russian court ruled that Noyabrskneftegaz is entitled to
the refund in full and invalidated the decision of the tax authority. The court’s decision will come into force one
month from the date of its decision, unless the tax authority files an appeal in the interim.
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2012 English High Court Ruling

In May 2010, the Group acquired title to a real estate property as part of the settlement of its claims against Mr.
Chalva Tchigirinski. A lender to a company held by Mr. Tchigirinski initiated legal proceedings in England
claiming that it should have the benefit of such property and that Sibir Energy and its subsidiary induced a
breach of contract. In December 2012, the English High Court ruled in favor of the claimant. The court is
currently considering the claimant’s damages claim of approximately EUR 56 million (including costs and
interest). The Group is currently planning to appeal the court ruling.
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MANAGEMENT

The following section supplements the discussion beginning on page 126 of the Base Prospectus, entitled
“Management”.

At an extraordinary general shareholders’ meeting on 19 November 2012, the number of the Company’s Board
of Directors was increased from ten to eleven members. At an extraordinary general shareholders’ meeting held
on 25 December 2012, the existing members of the Company’s Board of Directors were re-elected and Mr.
Valery Pavlovich Serdyukov was elected to the Company’s Board of Directors as the eleventh director.

At an extraordinary general shareholders’ meeting on 15 January 2013, the number of the Company’s Board of
Directors was further increased to twelve members. At an extraordinary general shareholders’ meeting held on
22 February 2013, the existing members of the Company’s Board of Directors were re-elected and Mr. Sergey
Aleksandrovich Fursenko was elected to the Company’s Board of Directors as the twelfth director.

Director Biographies

Sergey Aleksandrovich Fursenko born in 1954, has been a member of the Company’s Board of Directors since
February 2013. From 1979 to 1989, he served first as a senior engineer and then research laboratory manager at
the All-Union Scientific Research Institute of Radio Equipment (Leningrad). From 1989 to 1991, he served as
Executive Director of the joint Soviet-Austrian venture Technoexan. He was also General Director of TEMP
Research and Manufacturing Enterprise from 1991 to 1996. He served as Deputy General Director of JSC
Lenenergo from 1997 to 1998. He was General Director of CJSC Television Association SHKOLA Production
Center from 1998 to 2002. He was appointed Deputy Head of Gas Transportation, Underground Storage and
Utilization Department at Gazprom in 2003. He served as General Director of LLC Lentransgaz (a Gazprom
subsidiary) from July 2003 to 2008. He was appointed Chairman of the Board of Directors for Football Club
Zenit in December 2005, and later served as President of the football club until 2008. He was President of the
Football Union of Russia from February 2010 to June 2012. He joined the UEFA Executive Committee in
March 2011. He has been a member of the Russian President’s Council for Sports Development from July 2012.
He was appointed Chairman of the Board of Directors for LLC Gazprom Gas-Motor Fuel (a Gazprom
subsidiary) in December 2012. He graduated from the Leningrad Polytechnic Institute (currently St. Petersburg
State Polytechnical University) in 1978.

Valery Pavlovich Serdyukov born 1945, has been a member of the Company’s Board of Directors since
December 2012. In 1967, he started his career at Vorkutaugol (a coal mining company in Vorkuta, Russia). In
1990, he was appointed Deputy General Director of the Vorkutaugol Association. In 1996, he was appointed as
Vice-Governor of the Leningrad Oblast responsible for industry, energy and forestry and environmental
management; beginning in 1998, he served as First Vice-Governor of the Leningrad Oblast. In September 1999,
Mr. Serdyukov was elected Governor of the Leningrad Oblast and re-elected for a second term in September
2003. In 2007, he was appointed as the Governor of the Leningrad Oblast and remained in the office till May
2012. He holds a degree in Economics. In 1987, he graduated from the Leningrad Mining Institute (currently
Saint Petersburg State Mining Institute).

Description of the Company’s Management

The following text shall be added as the last paragraph of the section of the Base Prospectus entitled
“Management — Description of the Company’s Management — Board of Directors™ on pages 131 and 132 of
the Base Prospectus.

As of 21 March 2013, the members of the Audit Committee are Andrey Kruglov, Chairman, Valeriy Golubev
and Nikolai Dubik. The members of the Human Resources and Remuneration Committee are Nikolai Dubik,
Chairman, Andrey Kruglov and Vsevolod Cherepanov.

Additional Information about the Company’s Directors and Management Committee Members

The following text shall be added as the last paragraph of the section of the Base Prospectus entitled
“Management — Description of the Company’s Management — Management Committee” on page 132 of the
Base Prospectus.

Mr. Yakovlev, Mr. Cherner, Mr. Dybal, Mr. Kravchenko, Mr. Antonov and Ms. Ilyukhina were re-appointed to
the Management Committee, with their current term expiring in 2017.
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The following text shall be added as the last paragraph of the section of the Base Prospectus entitled
“Management — Additional Information about the Company’s Directors and Management Committee Members
— Directors’ and officers’ compensation” on page 132 of the Base Prospectus.

Compensation to members of the Board of Directors and the Management Committee, including salary, bonuses
and remuneration for serving on the management bodies of Group companies, amounted to RUB 952 million
and RUB 1,396 million for the years ended 31 December 2012 and 2011.
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RELATED PARTY TRANSACTIONS
The following section supplements the discussion beginning on page 134 of the Base Prospectus, entitled
“Related Party Transactions”.
Related Party Transactions for the years ended 31 December 2012 and 2011

For the purpose of the 2012 Financial Statements, parties are considered to be related if one party has the ability
to control the other party or exercise significant influence over the other party in making financial and
operational decisions as defined by IAS 24 Related Party Disclosures. Related parties may enter into
transactions which unrelated parties might not, and transactions between related parties may not be effected on
the same terms, conditions and amounts as transactions between unrelated parties.

The Group has applied the exemption as allowed by IAS 24 not to disclose all government related transactions,
as the parent of the Company is effectively controlled by the Russian Government. The tables below summarise
transactions in the ordinary course of business with either the parent company or associates and joint ventures.

For additional information on related party transactions for the years ended 31 December 2012 and 2011, see
“Note 33 to the 2012 Financial Statements” included in this Base Prospectus Supplement No. 2.

Transactions with Key Management Personnel

Key management received remuneration, salaries, bonuses and contributions in the amount of RUB 952 million
and RUB 1,396 million for the years ended 31 December 2012 and 2011.

Other Related Party Transactions
The Group enters into transactions with related parties based on market or regulated prices.

As of 31 December 2012 and 2011, the outstanding balances with related parties were as follows:

Parent’s
subsidiaries and Associates and
As of 31 December 2012 Parent company associates joint ventures
RUB million
Short-term financial assets...........ccovvevviieviivecic e - 1,210 4,010
Trade receivables..........ccovevviiieicice e 744 1,926 2,178
Other receivabIes ..........ccovcieiiececcece e - - 1,688
Other @SSEES.....viiviiviciieecte et - 1,117 990
Cash and cash equivalents .........cccccccorrrierneie i - 23,958 -
Long-term financial @SSets.........ccccevviivrerierisierierieieeserieeneens - - 5,675
B 0] 7 LRI £ 744 28,211 14,541
Short-term debt........ccooeiiii - - 5,105
Trade and other payables..........ccocoviveneiincenienece e 1,378 1,250 5,782
Other current liabilities .........c.ccovevveviiiiicece e 79 35 853
Non-current financial liabilities............c.cccovveieiiiiiciiicien, 4,231 - 1,162
Total Habilities ......cooovieieeeee e 5,688 1,285 12,902
Parent’s
subsidiaries and Associates and
As of 31 December 2011 Parent company associates joint ventures
RUB million

Short-term financial assets...........cccoveveeieveeecic e - 242 13,461
Trade reCeiVabIes........cccocviiiiecicece e 921 309 4,440
Other receivabIes ........c.ccvoiiiieeeeceee e - - 21
Other @SSEES......civiiviciieieciece ettt e - 361 1,109
Cash and cash equivalents ..........ccoceovrerernenenenc e - 4,089 -
Long-term financial @ssetS...........ccouriireriinienineienseenisieee - - 2,095
TOtal @SSELS ...vvviveeerieeeie e 921 5,001 21,126
ShOrt-term debt........ccveivieiii e 1,222 - 7,174
Trade and other payables... 439 319 5,828
Other current liabilities....... 260 41 1,416
LoNg-term debt ......cvceiieiiceee e 3,207 - 573
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Total l1abilities ..., 5,128 360

14,991

For the years ended 31 December 2012 and 2011, the following transactions occurred with related parties:

Parent’s subsidiaries

Associates and

Year ended 31 December 2012 Parent company and associates joint ventures
RUB million
Crude oil, gas and oil products sales ............ccccvervrcvrererennn 6,208 14,818 49,418
Other reVENUE........cceeveeveeieiecie e 1 112 5,215
Purchases of crude oil, gas and oil products............ccccccevervrnne. - 18,939 180,485
Production related SErVICES........ccovvuviveevieiie e 548 9,805 11,430
Transportation costs 3,262 4,878 17,689
INtEreSt INCOME .......oiviiiiiecie e - - 256

Parent’s subsidiaries

Associates and

Year ended 31 December 2011 Parent company and associates joint ventures
RUB million
Crude oil, gas and oil products sales ...........cccccevervrcerernicnnn. 1,139 1,198 53,946
OthEr FTEBVENUE.........ooveivieieteeteeieee ettt ns 4 160 3,062
Purchases of crude oil, gas and oil products............cc.cceceveuennnn - - 151,305
Production related services - - 8,084
TranSPOrtation COSES ......cveirirveeririererisieesisiee s 1,560 5,178 13,306
INEErESt INCOME ....oviiciicieiccte e - - 587
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SUBSCRIPTION AND SALE
The following section supplements the discussion beginning on page 209 of the Base Prospectus, entitled
“Subscription and Sale”.
Selling Restrictions

The following text shall be added following the last paragraph under the section “Subscription and Sale —
Selling Restrictions — United States™ on pages 209 and 210 of the Base Prospectus.

Regulation S Notes Offerings

Where only Regulation S Notes are offered in a relevant Series of Notes, the following selling restrictions apply.

The Securities and the corresponding Loans have not been and will not be registered under the Securities Act
and the Securities may not be offered or sold within the United States or to, or for the account or benefit of, U.S.
Persons, except in accordance with Regulation S or pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the Securities Act. Terms used in the preceding sentence and the
paragraph immediately below and not otherwise defined therein have the meanings given to them by Regulation
S under the Securities Act.

Each Relevant Dealer severally and not jointly nor jointly and severally represents that it has offered and sold
the Securities, and agrees that it will offer and sell any Securities (i) as part of their distribution at any time and
(ii) otherwise until 40 days after completion of the distribution of the Series of which such Notes are a part as
determined and certified to the Principal Paying Agent by the Relevant Dealer (or in the case of a such Series of
Notes sold to or through more than one Relevant Dealer, by each of such Relevant Dealers as to the Notes of
such Series sold by or through it, in which case the Principal Paying Agent shall notify each such Relevant
Dealer when all such Relevant Dealers have so certified), only in accordance with Rule 903 of Regulation S as
set forth below. Accordingly, neither it, its affiliates nor any persons acting on its or their behalf have engaged
or will engage in any directed selling efforts with respect to the Securities, and it and they have complied and
will comply with the offering restrictions requirement of Regulation S. Each Relevant Dealer severally and not
jointly nor jointly and severally agrees that, at or prior to confirmation of a sale of Notes, it will have sent to
each distributor, dealer or person receiving a selling concession, fee or other remuneration that purchases Notes
from it during the distribution compliance period a confirmation or notice to substantially the following effect:

“The securities covered hereby have not been registered under the U.S. Securities Act of 1933 (the
“Securities Act”), and may not be offered or sold within the United States or to, or for the account or
benefit of, U.S. persons (i) as part of their distribution at any time or (ii) otherwise until 40 days after
completion of the distribution of the Series of which such Notes are a part as determined and certified
to the Principal Paying Agent by the Relevant Dealer (or in the case of a such Series of Notes sold to or
through more than one Relevant Dealer, by each of such Relevant Dealers as to the Notes of such
Series sold by or through it, in which case the Principal Paying Agent shall notify each such Relevant
Dealer when all such Relevant Dealers have so certified), except in either case in accordance with
Rule 903 of Regulation S under the Securities Act. Terms used above which are not otherwise defined
have the meanings given to them by Regulation S under the Securities Act.”

Each Relevant Dealer severally and not jointly nor jointly and severally represents that it has not entered and
agrees that it will not enter into any contractual arrangement with any distributor (as that term is defined in
Regulation S) with respect to the distribution or delivery of Securities, except with its affiliates or with the prior
written consent of the Issuer and the Company.
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REGULATION OF THE RUSSIAN OIL INDUSTRY

The following section supplements the discussion beginning on page 212 of the Base Prospectus, entitled
“Regulation of the Russian Oil Industry™.

Strategic Deposits

The following text shall be added as the last paragraph of the section of the Base Prospectus entitled
“Regulation of the Russian Oil Industry — Strategic Investments — Strategic Deposits™, on page 213 of the Base
Prospectus.

Under Federal Law No. 323-FZ dated 30 December 2012, “On Amendments to the Subsoil Law and Certain
Other Legislative Acts of the Russian Federation”, effective 11 January 2013, licences for the right to use
deposits of federal significance are granted only on the basis of an auction. In an auction, the bidder who
submits the highest price wins. Prior to this legislative amendment, licences for deposits of federal significance
could also be granted on the basis of a tender where the criteria of a winning bid were not limited to the highest
price, but could include, for example, the technical competency and environmental soundness of a bid.

Gas Flaring

The following text shall be added as the last paragraph of the section of the Base Prospectus entitled
“Regulation of the Russian Qil Industry — Environmental Protection — Gas Flaring™, on pages 219 and 220 of
the Base Prospectus.

On 8 November 2012, the Russian Government issued Resolution No. 1148 “On the Particularities of
Calculating Payments for Emissions of Polluting Substances Arising in the Process of Burning on Flare Units
and (or) Dissipating of Associated Gas”, effective 1 January 2013 (“Resolution No. 1148”), according to which
no more than 5% of associated gas produced may be flared. Flaring of associated gas in excess of the limits
prescribed by Resolution No. 1148 will result in a 12-time increase in emission charges in 2013 and a 25-time
increase starting in 2014. However, the increased emission charges do not apply if the annual volume of
associated gas does not exceed five million cubic meters, or if the extracted associated gas contains more than
50% non-hydrocarbon components. Also, should a subsoil user fail to maintain a proper system of accounting
for associated gas volumes, the subsoil user will be subject to a 120-time increase in emission charges.
Resolution No. 1148 provides an opportunity to reduce emission charges for flaring associated gas by the
amount of investments made by the subsoil user, or a group of companies such user is part of, into the
infrastructure designed to increase the level of associated gas utilisation.

Health and Safety

The following text shall be added as the last paragraphs of the section of the Base Prospectus entitled
“Regulation of the Russian Qil Industry — Environmental Protection — Health and Safety”, on page 220 of the
Base Prospectus.

Under Russian Federal Law No. 22-FZ dated 4 March 2013, “On Amendments to the Safety Law” (“Law No.
22"), effective 15 March 2013, a number of amendments to the Safety Law were adopted aimed at
eliminating excessive administrative barriers to investment and production activities in the manufacturing
segment. Law No. 22 introduces a classification of hazardous industrial sites and provides that hazardous
industrial sites shall be classified into four hazard classes depending on the risk of breakdown or accident at the
sites: class | shall comprise hazardous industrial sites of an extreme level of risk; class Il shall include hazardous
industrial sites of a high level of risk; class 111 shall be assigned to hazardous industrial sites of a medium level
of risk, and class 1V shall cover hazardous industrial sites with a low level of risk. Hazard classes shall be
assigned at the registration of a particular site in the state register. Hazardous industrial sites already registered
in the state register prior to the effective date of Law No. 22 shall be re-registered as pertaining to a particular
hazard class by 1 January 2014.

Law No. 22 provides that regular state supervision shall be introduced in respect of class | hazardous industrial
sites. Statutory inspections of entities operating hazardous industrial sites of classes | and Il shall be held not
more than once a year; for those operating class 1l sites — not more than once every three years, while entities
operating class 1V sites shall not be subject to any planned inspections. Furthermore, Law No. 22 sets forth an
obligation for entities operating hazardous industrial sites of classes | and Il to establish an industrial safety
management system. Law No. 22 also sets out an exhaustive list of cases where an expert appraisal of industrial
safety is required. Importantly, no expert appraisal shall be required in respect of capital repairs of a hazardous
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industrial site. With a view to eliminate excessive administrative barriers to investments into hazardous
industrial sites, Law No. 22 introduces a legal regime of their operation, mothballing, and liquidation based on
individual requirements set forth in their design documentation and industrial safety cases.
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TAXATION

The following section supplements the discussion beginning on page 222 of the Base Prospectus, entitled
“Taxation™.

Russian Taxation

The section of the Base Prospectus entitled “Taxation — Russian Taxation” on pages 222 to 225 (inclusive)
shall be replaced in its entirety by the following.

Russian Federation
Taxation of the Notes
General

The following is an overview of certain Russian tax considerations relevant to the purchase, ownership and
disposal of the Notes, as well as the taxation of interest income on the Loan. The overview is based on the laws
of the Russian Federation in effect on the date of this Base Prospectus Supplement No. 2, which are subject to
potential change (possibly with retroactive effect). The overview does not seek to address the applicability of,
and procedures in relation to, taxes levied by regions, municipalities or other non-federal authorities of the
Russian Federation, nor does it seek to address the availability of double tax treaty relief in respect of the Notes,
and it should be noted that there may be practical difficulties, including satisfying certain documentation
requirements, involved in claiming double tax treaty relief. Prospective investors should consult their own
advisers regarding the tax consequences of investing in the Notes. No representations with respect to the
Russian tax consequences of investing, owning or disposing of the Notes to any particular Noteholder is made
hereby.

The provisions of the Russian Tax Code applicable to Noteholders and transactions involving the Notes are
ambiguous and lack interpretive guidance. Both the substantive provisions of the Russian Tax Code applicable
to financial instruments and the interpretation and application of those provisions by the Russian tax authorities
may be more inconsistent and subject to more rapid and unpredictable change than in jurisdictions with more
developed capital markets or more developed taxation systems. In particular, the interpretation and application
of such provisions will in practice rest substantially with local tax inspectorates.

In practice, interpretation by different tax inspectorates may be inconsistent or contradictory and may constitute
the imposition of conditions, requirements or restrictions not provided for by existing legislation. Similarly, in
the absence of binding precedents, court rulings on tax or related matters by different Russian courts relating to
the same or similar circumstances may also be inconsistent or contradictory. According to the Russian Tax
Code, a tax resident is an individual who spent in Russia not less than 183 days within 12 consecutive months
(days of medical treatment and education outside of the Russian Federation are also counted as Russian days if
the individual departed from the Russian Federation for these purposes for less than six months).

The interpretation of this definition by the Ministry of Finance states that for tax withholding purposes an
individual’s tax residence status should be determined on the date of income payment (based on the number of
Russian days in the 12-month period preceding the date of payment). The individual’s final tax liability in the
Russian Federation for the reporting calendar year should be determined based on his/her tax residence status
for such calendar year, i.e., based on the number of Russian days in the 12-month period as of the end of such
period.

For the purposes of this overview, a “non-resident Noteholder” means (i) an individual Noteholder who has not
established Russian tax residence status for the reporting calendar year as discussed above; or (ii) a legal entity
or organization in each case not organized under Russian law that holds and disposes of the Notes otherwise
than through a permanent establishment in Russia.

For the purposes of this overview, a “Russian resident Noteholder” means (i) an individual Noteholder who has
established a Russian tax residence status for the reporting calendar year as discussed above; or (ii) a legal entity
or organization which is a Noteholder but is not qualified as a non-resident Noteholder as defined in the
previous paragraph.

The Russian tax treatment of interest payments made by the Company to the Issuer under the Loan Agreement
may affect the holders of the Notes. See “—Tax Treaty Relief—Taxation of Interest Income on the Loan”
below.
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Non-Resident Noteholders

Generally, any non-resident Noteholder should not be subject to any Russian taxes on receipt from the Issuer of
amounts payable in respect of principal, premium or interest on the Notes, subject to what is stated in “Tax
Treaty Relief—Taxation of Interest Income on the Loan™ below.

In respect of gain or other income realized on redemption, sale or disposal of the Notes a non-resident
Noteholder generally should not be subject to any Russian taxes, unless the proceeds of such redemption, sale or
other disposal of the Notes are received from a source within the Russian Federation.

In the event that proceeds from sales, redemption or a disposal of Notes are viewed as received from a source
within the Russian Federation, the Russian tax implications should be as outlined below.

Legal entities and organizations

A non-resident Noteholder that is a legal entity or organization should not be subject to Russian tax in respect of
such proceeds, provided that no portion thereof is attributable to accrued interest. There is a risk that any portion
of such sales proceeds attributable to accrued interest may be subject to Russian withholding tax on income at
the rate of 20%, subject to any available double tax treaty relief, even if the disposal itself results in a capital
loss. In order to enjoy the benefits of an applicable double tax treaty, documentary evidence is required prior to
payment being made to confirm the applicability of the double tax treaty under which benefits are claimed. Non-
resident Noteholders that are legal entities or organizations should consult their own tax advisers with respect to
possibility of obtaining a respective double tax treaty relief.

Individuals

If proceeds from sales, redemption or other disposal of the Notes are received from a Russian source, a
nonresident Noteholder who is an individual will generally be subject to tax at a rate of 30% subject to any
available double tax treaty relief as discussed below, in respect of gross proceeds from such disposal less any
available cost deduction (which includes the purchase price of the Notes). Any portion of the above proceeds
from sale, redemption or other disposal of the Notes attributable to accrued interest income under the Notes
which is received by a non-resident Noteholder from the Russian sources may be subject to tax at a rate of 30%,
subject to any available double tax treaty relief as discussed below. In this regard, if the Notes are disposed of in
the Russian Federation, for Russian personal income tax purposes, the proceeds of such disposition (including
any portion of such proceeds attributable to accrued interest income under the Notes) are likely to be regarded as
received from a Russian source. In certain circumstances, if the disposal proceeds (including the interest income
portion) are payable by a Russian legal entity, individual entrepreneur or a Russian permanent establishment of
a foreign organization, the payer may be required to withhold this tax. Unless the tax is withheld by the payer,
the non-resident individual Noteholder would be liable to pay the tax to the Russian budget.

In such a situation, there is a risk that the taxable base may be affected by fluctuations in the exchange rates
between the currency of acquisition of the Notes, the currency of sale of the Notes and Roubles. Non-resident
Noteholders who are individuals should consult their own tax advisers with respect to the tax consequences of
the receipt of proceeds from a source within the Russian Federation in respect of a disposition of the Notes.

Resident Noteholders

A Russian resident Noteholder is subject to all applicable Russian taxes and responsible for complying with any
documentation requirements that may be established by law or practice in respect of gains from disposal of the
Notes and interest income received on the Notes.

Legal entities and organizations

A Russian resident Noteholder that is a legal entity or organization should, prima facie, be subject to Russian
income tax at the rate of 20% on interest (coupon) income on the Notes as well as on the capital gains from
sales, redemption or other disposal of the Notes. Generally, Russian resident Noteholders that are Russian legal
entities are required to submit Russian income tax returns, assess and pay tax on capital gains and interest
(coupon) income.

Individuals

A Russian resident Noteholder who is an individual should generally be subject to personal income tax at a rate
of 13% on deemed income resulting from acquisition of the Notes at a price below their market value, on
interest (coupon) income on the Notes and capital gains from sales, redemption or other disposal of the Notes.
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Russian resident Noteholders who are individuals are required to submit annual personal income tax returns,
assess and personally pay tax unless the above mentioned income is received via Russian asset manager, broker
or another entity which acts as the Noteholder’s agent based on a relevant contract and this entity withholds and
pays in full Russian income tax on behalf of the Noteholder. Resident Noteholders should consult their own tax
advisers with respect to their tax position regarding the Notes.

Tax Treaty Relief
Advance Treaty Relief

Where proceeds from the disposal of the Notes are received from a Russian source, in order for the nonresident
Noteholders, whether an individual, legal entity or organization, to receive the benefits of an applicable double
tax treaty, documentary evidence is required to confirm the applicability of the double tax treaty for which
benefits are claimed.

Currently, a non-resident Noteholder that is a legal entity or organization should present to the payer of income
an apostilled or legalised confirmation of its tax residence, attaching a notarised translation in Russian. The
confirmation should be presented before any payment is made and should be certified by the competent
authority of the country of the Noteholder’s tax residence. Such confirmation is valid for the calendar year in
which it is issued. Non-resident Noteholders that are legal entities or organizations should consult their own tax
advisers with respect to the possibilities to enjoy any double tax treaty relief and the relevant Russian
procedures.

For non-resident individual Noteholders, procedures for advance treaty clearance are not specifically provided
for by current Russian legislation. Therefore, from a practical point of view, it is unlikely that for nonresident
individual Noteholders an advance reduction of the Russian withholding income tax or advance exemption from
such tax provided by a respective double tax treaty between Russia and the country of the tax residence of such
non-resident individual Noteholder could be obtained. Non-resident individual Noteholders should consult their
own tax advisers with respect to the possibilities to enjoy any double tax treaty relief or tax refund and the
relevant Russian procedures.

Refund of Tax Withheld

For a non-resident Noteholder which is not an individual and for which double tax treaty relief is available, if
Russian withholding tax on income was withheld by the source of payment, a refund of such tax is possible
within three years from the end of the tax period in which the tax was withheld. In order to obtain a refund, the
tax documentation confirming the right of the non-resident recipient of the income to double tax treaty relief is
required.

If non-resident individual Noteholders do not obtain double tax treaty relief at the time the proceeds from a
disposal of the Notes are paid to such non-resident individual Noteholders and income tax is withheld by a
Russian payer of the income, such non-resident individual Noteholders may apply for a refund within one year
from the end of the tax period in which the tax was withheld. The documentation requirements to obtain such a
refund would include a confirmation of the income received and the taxes paid in the country of tax residence of
the non-resident individual Noteholders as confirmed by the relevant tax authorities of such countries.
However, there can be no assurance that the refund of any taxes withheld or double tax treaty relief (as
described above) will be available for such non-resident individual Noteholders.

The Russian tax authorities may, in practice, require a wide variety of documentation confirming the right to
benefits under a double tax treaty. Such documentation, in practice, may not be explicitly required by the
Russian Tax Code.

Obtaining a refund of Russian tax withheld may be a time consuming process and can involve considerable
practical difficulties, including the possibility that a tax refund may be denied for various reasons.

Taxation of Interest Income on the Loan

In general, interest payments on borrowed funds made by a Russian legal entity to a non-resident legal entity or
organization are subject to Russian withholding income tax at a rate of 20% (or 30% in respect of non-resident
individuals), subject to reduction or elimination pursuant to the terms of an applicable double tax treaty. There is
a risk that under Russia’s thin capitalization rules in certain circumstances where parties related to the Company
(i.e., the Related Parties) hold Notes part or all of the interest to be paid by the Company under the Loan could
be reclassified as dividends for Russian tax purposes. This would occur if the overall amount of the Company’s
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“controlled debt” calculated on an individual Related Party basis exceeded three times the Company’s capital,
calculated in accordance with the requirements of the Russian Tax Code. Interest on the amount of such excess
would be reclassified as dividends for Russian tax purposes. Under the Russian Tax Code, there is a risk that the
Company’s “controlled debt” may include all or part of the Loan to the extent that certain Related Parties
acquire any portion of the Notes.

Such reclassification of all or a portion of the interest as dividends could potentially lead to the imposition of
Russian withholding tax on such reclassified interest at the rate of 15%, which might be subject to exemption
under the double tax treaty between the Russian Federation and Luxembourg (if any), and the non-deductibility
of such interest for Russian profits tax purposes by the Company.

Based on the assumption that the amount of the Company’s “controlled debt” calculated in accordance with the
requirements of Article 269 of the Russian Tax Code will not exceed three times the amount of the Company’s
“own capital” (“‘sobstvenniy capital”) calculated on an individual Related Party basis, the Russian thin
capitalization rules should not apply currently to the interest on the Loan. However, changes in these
assumptions could result in all or a portion of such interest being subject to the thin capitalization rules in the
future so as to treat “excess interest” related to the Loan as a dividend under the double tax treaty between the
Russian Federation and Luxembourg subject to 15% withholding tax applicable to dividends (subject to possible
tax treaty relief, if any) rather than zero withholding tax applicable to interest.

The Tax Code Amendments should allow the interest on the Loan not to be subject to withholding. In particular,
the Tax Code Amendments introduce into the Russian Tax Code an exemption from the obligation to withhold
tax from interest paid under transactions similar to the transactions described herein. The Tax Code
Amendments entered into force starting from 1 July 2012.

According to the Tax Code Amendments, in respect of bonds issued prior to 1 January 2014, Russian borrowers
are exempted from the obligation to withhold Russian withholding income tax from interest payments made to
foreign companies on debt obligations arising in connection with placement by these foreign companies of
quoted bonds, provided that (i) there is a double tax treaty between the Russian Federation and the jurisdiction
of tax residence of the issuer, and (ii) the issuer duly confirms its tax residence. The Tax Code Amendments do
not provide tax exemption for the holders of Eurobonds from Russian tax on interest payments, although at
present there is no mechanism or requirement for non-residents to self-assess and pay the tax.

For the purpose of the Tax Code Amendments, “quoted bonds” mean bonds and other debt obligations which
passed the listing procedure and/or were admitted to circulation on one or more foreign stock exchanges and/or
rights to which are recorded by a foreign depositary-clearing organization, provided such foreign stock
exchanges and depositary-clearing organizations are specified in the List. The List became effective on 30
December 2012 and includes the Irish Stock Exchange among the recognized foreign stock exchanges, and
Euroclear, Clearstream, Luxembourg and DTCC among the recognized foreign depositary-clearing
organizations. Provided that the Notes have passed the listing procedure and/or were admitted to circulation on
the Irish Stock Exchange and/or the rights to the Notes are recorded by Euroclear, Clearstream, Luxembourg or
DTCC (via DTC), the Notes should be recognized as “quoted bonds” for the purposes of the Tax Code
Amendments and, therefore, payments under the Loan should not be subject to Russian withholding tax.

According to the Tax Code Amendments, the above exemption established for the interest payments is also
applicable to (i) income payable by a Russian legal entity in connection with a guarantee, surety or other
security granted by such Russian organization with respect to a debt obligation to a foreign organization and/or
with respect to quoted bonds and (ii) to other income payable by a Russian organization providing that the
payment of such income is established by the provisions of the respective debt obligation or such income is paid
due to a change in the terms and conditions of the respective quoted bonds and/or debt obligations including the
cases of their early repurchase or redemption.

The Tax Code Amendments address Russian withholding tax treatment of interest payments or other above
payments to be made to foreign companies on debt obligations arising in connection with the issuance by these
foreign companies of quoted bonds before 1 January 2014. The Tax Code Amendments do not address Russian
tax treatment of payments under the quoted bonds issued on or after 1 January 2014.

If the payments under the Loan are subject to any Russian or Luxembourg withholding taxes for any reason (as
a result of which the Issuer would reduce payments under the Notes in the amount of such withholding taxes),
the Company is required, except in certain limited circumstances, to increase payments as may be necessary so
that the Issuer receives the net amount equal to the full amount it would have received in the absence of such
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withholding. It should be noted, however, that tax gross-up provisions in contracts may not be enforceable in the
Russian Federation. In the event of the Company’s failure to increase the payments, such failure would
constitute an event of default under the Loan Agreement. If the Company is obliged to increase payments, the

Company may prepay the Loan in full. In such case, all outstanding Notes would be redeemable at par with
accrued interest.

Russian VAT is not applied to the rendering of financial services involving the provision of a loan in monetary
form. Therefore, no VAT will be payable in the Russian Federation on any payment of interest or principal in
respect of the Loan.

54



INDEX TO FINANCIAL STATEMENTS

IFRS Consolidated Financial Statements for Gazprom neft as of 31 December 2012 and for the
year ended 31 December 2012

INdependent AUCITOI'S REPOIT .......c.uiiiiiieeie ettt ettt st ittt e e e e sbesbesbe s e et e besbesbesbeene s F-4
Consolidated Statement of FinanCial POSITION ............coociiiiiiiiiii e e F-5
Consolidated Statement of Comprehensive INCOME .......ccviveiiicieicie e F-6
Consolidated Statement of Changes in Shareholders” EQUILY........ccocecviiiiiieiiciie e F-7
Consolidated Statement 0f Cash FIOWS ........ccoviiiiiiiiiie e F-8
Notes to the Consolidated Financial StateMENTS..........coviiieiiiieiie e e F-10
Supplementary Information on Oil and Gas Activities (Unaudited) .........cccceevverereriereneeieere e F-66

F-1


























































































































































































Gazprom Neft Group

Notes to the Consolidated Financial Statements

For the year ended December 31, 2012

Reconciliation of comprehensive
income for the year ended
December 31, 2011

Sales

Less export duties and excise tax
Total revenue from sales
Costs and other deductions

Purchases of oil, gas and petroleum
products

Production and manufacturing
expenses

Selling, general and administrative
expenses

Transportation expenses
Depreciation, depletion and
amortization

Taxes other than income tax
Exploration expenses

Total operating expenses
Other income, net

Operating profit

Share of profit of equity accounted
investments

Net foreign exchange (loss) gain
Finance income

Finance expense

Total income tax expenses
Profit before income tax
Current profit tax expense
Deferred profit tax expense
Total income tax expenses

Profit for the year

Attributable to:
- Gazprom Neft shareholders
- Non-controlling interest

Currency — RUB millions

Under Adjustments Total Under
previous US US GAAP Reclassifi- Fair Historical  Amortised Hedge Decommis-  Transaction Other impact of IFRS
GAAP, converted to cation value as cost cost accounting sioning under adjustments ~ change
USD million  presentation deemed obligation common to IFRS
currency cost control
44172 1,297,666 - - - ] ] - (3,685) (2,385) (6,070) 1,291,596
(8,092) (238,076) (24,568) : : ; ; : ; 851  (23,717)  (261,793)
36,080 1,059,590 (24,568) - - - - - (3,685) (1,534)  (29,787) 1,029,803
(10,817) (317,272) 1,573 - 1,295 - - - - 205 3,073 (314,199)
(3,039) (89,354) (19,316) - - - - - 500 647  (18,169)  (107,523)
(1,779) (52,482) 1,345 - - - - - 156 (449) 1,052 (51,430)
(3,391) (99,542) 17,246 - - - - - - 361 17,607 (81,935)
(1,963) (57,688) ; (351) 1,334 - - - 906 - 1,889 (55,799)
(8,038) (235,967) 24,745 - - - - - 2,155 871 27,771 (208,196)
(74) (2,203) (88) - - - - - - 186 98 (2,105)
(29,101) (854,508) 25,505 (351) 2,629 - - - 3,717 1,821 33321  (821,187)
39 1,212 1,556 - (2,204) - - : : 361 (287) 925
7,018 206,294 2,493 (351) 425 - - - 32 648 3,247 209,541
248 7,234 97) ; - - - - - (263) (360) 6,874
(172) (4,700) (1,556) ; ; ; 11,170 ; 31 (4,205) 5,440 740
66 1,844 97 - - - - - - 15 112 1,956
(329) (9,669) (937) ; ; (442) ; (385) (156) 143 (1777)  (11,446)
(187) (5,291) (2,493) - - (442) 11,170 (385) (125) (4,310) 3,415 (1,876)
6,831 201,003 ; (351) 425 (442) 11,170 (385) (93) (3,662) 6,662 207,665
(1,173) (34,217) - - - - - - - 489 489 (33,728)
1) (2,018) - (2,846)  (1,066) (88) ; : (250) - (4,250) (6,268)
(1,244) (36,235) - (2846)  (1,066) 88) - - (250) 489 (3.761)  (39,996)
5,587 164,768 - (3197) (641) (530) 11,170 (385) (343) (3,173) 2901 167,669
5,354 157,826 - (3197) (641) (530) 11,170 (385) (374) (3,507) 253 160,362
233 6,942 - - - - - - 31 334 365 7,307
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Gazprom Neft Group

Notes to the Consolidated Financial Statements

For the year ended December 31, 2012

Consolidated statement of
comprehensive income

Other comprehensive income:
Currency translation differences

Share of other comprehensive income

of associates

Cash flow hedge

Other comprehensive income for
the year

Total comprehensive income for
the year

Attributable to:

- Gazprom Neft shareholders

- Non-controlling interest

Currency — RUB millions

Under Adjustments Total Under
previous US impact of IFRS
GAAP, US GAAP Reclassifi- Fair Historical  Amortised Hedge Decommis-  Transaction Other change
USD million converted to cation value as cost cost accounting sioning under adjustments to IFRS
presentation deemed obligation common
currency cost control
- - - - - - - - - 3,526 3,526 3,526
- - - - - - - - - 7 7 7
- - - - - - (9,075) - - - (9,075) (9,075)
- - - - - - (9,075) - - 3,533 (5,542) (5,542)
5,587 164,768 - (3,197) (641) (530) 2,095 (385) (343) 360 (2,641) 162,127
5,354 157,826 - (3,197) (641) (530) 2,095 (385) (343) (1,381) (4,382) 153,444
233 6,942 - - - - - - - 1,741 1,741 8,683

61

F-64



Gazprom Neft Group
Notes to the Consolidated Financial Statements
For the year ended December 31, 2012 Currency — RUB millions

36. Subsequent Events

No significant events, which required disclosure in these Consolidated Financial Statements, occurred after
the reporting date.
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Gazprom Neft Group
Supplementary Information on Oil and Gas Activities (Unaudited)
For the year ended December 31, 2012 Currency — RUB millions

The accompanying consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”). In the absence of specific IFRS guidance, the Group has reverted to
other relevant disclosure standards, mainly US GAAP, that are consistent with norms established for the oil
and gas industry. While not required under IFRS, this section provides unaudited supplemental information
on oil and gas exploration and production activities.

The Group makes certain supplemental disclosures about its oil and gas exploration and production
operations. While this information was developed with reasonable care and disclosed in good faith, it is
emphasized that some of the data is necessarily imprecise and represents only approximate amounts
because of the subjective judgments involved in developing such information. Accordingly, this information
may not necessarily represent the current financial condition of the Group or its expected future results.

The proved oil and gas reserve quantities and related information regarding standardized measure of
discounted future net cash flows do not include reserve quantities or standardised measure information
related to the Group's Serbian subsidiary, NIS, as disclosure of such information is prohibited by the
Government of the Republic of Serbia. The disclosures regarding capitalised costs relating to and results of
operations from oil and gas activities do not include the relevant information related to NIS.

Presented below are capitalised costs relating to oil and gas producing activities

December December
31, 2012 31, 2011
Consolidated subsidiaries
Unproved oil and gas properties 12,312 3,108
Proved oil and gas properties 511,740 440,864
Less: Accumulated depreciation, depletion and amortization (152,232) (114,842)
Net capitalized costs of oil and gas properties 371,820 329,130
Group's share of equity method investees
Proved oil and gas properties 256,495 212,276
Less: Accumulated depreciation, depletion and amortization (112,255) (82,867)
Net capitalized costs of oil and gas properties 144,240 129,409
Total capitalized costs consolidated and equity interests 516,060 458,539

Presented below are cost incurred in acquisition, exploration and development of oil and gas
reserves

For the year ended December 31:

December December
31,2012 31,2011
Consolidated subsidiaries
Exploration costs 2,914 2,153
Development costs 86,556 65,306
Costs incurred 89,470 67,459
Group's share of equity method investees
Exploration costs 1,039 1,140
Development costs 28,958 25,829
Total costs incurred consolidated and equity interests 119,467 94,428
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Gazprom Neft Group

Supplementary Information on Oil and Gas Activities (Unaudited)

For the year ended December 31, 2012

Results of operations from oil and gas producing activities

For the period ended December 31:

Consolidated subsidiaries

Revenues:

Sales

Transfers

Total revenues

Production costs

Exploration expenses

Depreciation, depletion and amortization
Taxes other than income tax

Pretax income from producing activities
Income tax expenses

Results of oil and gas producing activities

Group's share of equity method investees
Total revenues

Production costs

Exploration expenses

Depreciation, depletion and amortization
Taxes other than income tax

Pretax income from producing activities
Income tax expenses

Results of oil and gas producing activities

Total consolidated and equity interests in results of oil and gas

producing activities

Proved oil and gas reserve quantities

Proved reserves are defined as the estimated quantities of oil and gas, which geological and engineering
data demonstrate with reasonable certainty to be recoverable in future years from known reservoirs under
existing economic and operating conditions. In some cases, substantial new investment in additional wells
and related support facilities and equipment will be required to recover such proved reserves. Due to the
inherent uncertainties and the limited nature of reservoir data, estimates of underground reserves are subject
to change over time as additional information becomes available.

Proved developed reserves are those reserves, which are expected to be recovered through existing wells
with existing equipment and operating methods. Proved undeveloped reserves are those reserves which are
expected to be recovered as a result of future investments to drill new wells, to recomplete existing wells

Currency — RUB millions

December December
31, 2012 31, 2011

106,817 101,038
254,894 208,758
361,711 309,796
(50,519) (43,299)
(3,263) (2,165)
(42,397) (44,346)
(163,156) (140,146)
102,376 79,840
(19,191) (18,155)
83,185 61,685
181,061 152,508
(24,045) (27,606)
(1,039) (621)
(22,971) (26,309)
(93,102) (86,124)
39,904 11,848
(7,569) (1,774)
32,335 10,074
115,520 71,759

and/or install facilities to collect and deliver the production from existing and future wells.
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Gazprom Neft Group
Contact information
For the year ended December 31, 2012

The Group’s office is:

3-5 Pochtamtskaya St.,
St. Petersburg, Russian Federation
190000

Telephone: 7 (812) 363-31-52
Hotline: 8-800-700-31-52
Fax: 7 (812) 363-31-51

www.gazprom-neft.ru

Investor Relations

Tel.: +7 (812) 385-95-48
Email: ir@gazprom-neft.ru
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Currency — RUB millions



COMPANY
Joint Stock Company Gazprom neft
5A Galernaya Street
190000 Saint Petersburg
Russian Federation
ARRANGERS
Crédit Agricole Corporate and Investment Bank

Broadwalk House

5 Appold Street
London EC2A 2DA

United Kingdom

AUDITORS TO THE COMPANY
ZAO PricewaterhouseCoopers Audit
White Square Office Centre
10 Butyrsky Val
125047 Moscow
Russian Federation

ISSUER
GPN Capital S.A.
2, Boulevard Konrad Adenauer
L-1115 Luxembourg

J.P. Morgan Securities plc
25 Bank Street
Canary Wharf

London E14 5JP
United Kingdom

TAX ADVISER TO THE COMPANY

KPMG

Naberezhnaya Tower Complex, Block C

10 Presnenskaya Naberezhnaya
123317 Moscow
Russian Federation

LEGAL ADVISERS TO THE ISSUER AND THE COMPANY

as to English and U.S. law
Cleary Gottlieb Steen & Hamilton LLP
City Place House
55 Basinghall Street
London EC2V 5EH
United Kingdom

as to Russian law

Cleary Gottlieb Steen & Hamilton LLC

Paveletskaya Square 2/3
115054 Moscow
Russian Federation

LEGAL ADVISERS TO THE ARRANGERS AND THE TRUSTEE

as to Russian law
Linklaters CIS
Paveletskaya Square 2/2
115054 Moscow
Russian Federation

as to English and U.S. law
Linklaters LLP
One Silk Street
London EC2Y 8HQ
United Kingdom

U.S. REGISTRAR, PAYING AGENT
AND TRANSFER AGENT
Deutsche Bank Trust Company Americas
60 Wall Street
New York, New York 10005
United States of America

LUXEMBOURG REGISTRAR, PAYING AGENT
AND TRANSFER AGENT
Deutsche Bank Luxembourg S.A.
2, Boulevard Konrad Adenauer
L-1115 Luxembourg

IRISH PAYING AGENT
Deutsche International Corporate
Services (Ireland) Limited
5 Harbourmaster Place, IFSC
Dublin 1 Ireland

as to Luxembourg law
Linklaters LLP

35, Avenue John F. Kennedy

P.O. Box 1107
L-1011 Luxembourg

PRINCIPAL PAYING AGENT
Deutsche Bank AG, London Branch
Winchester House
1 Great Winchester Street
London EC2N 2DB
United Kingdom

LISTING AGENT
Arthur Cox Listing Services Limited
Earlsfort Centre
Earlsfort Terrace
Dublin 2 Ireland

TRUSTEE
Deutsche Trustee Company Limited
Winchester House
Great Winchester Street

London EC2N 2DB
United Kingdom
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