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Introduction

Grounds for the issuer’s obligation to disclos@infation in the form of a quarterly report

State registration of an issue (additional issud)the issuer’s securities was accompanied by ragisbn of the issue
prospectus and such securities were offered pullict privately to more than 500 persons.

The issuer is a joint stock company formed throughvatization of state and/or municipal enterprisé¢their business
units); under the duly approved privatization plamhich was the issue prospectus of such enterpaseof the date of
its approval, the issuer’s securities may be disgbsf in favor of more than 500 acquirers or therggral public.

The present quarterly report contains estimates faretasts of the issuer’s authorized managemedieboas to the
forthcoming events and/or actions, prospects ofeligpment of the issuer's main industry and the @ssuoperating
results, including the issuer’'s plans, probabibfycertain events and actions. Investors shouldembitely rely on the
estimates and forecasts of the issuer's managdmoeids since the issuer’s future actual operatsglts may differ from

the forecast results for many reasons. Acquisittbrthe issuer's securities may entail risks desttilin the present
quarterly report.



Section I. The issuer’s bank accounts, auditor (autlorganization), appraiser and
financial adviser as well as persons who signed tipgesent quarterly report

1.1. The issuer’s bank accounts
There were no changes in the information containedthis section of the quarterly report

1.2. The issuer’s auditor(s)
Specify the auditor (auditor organization) who rischarge of or has/have prepared independent afidgitcounting
(financial) statements of the issuer and consddifinancial statements of the issuer incorporatida quarterly report
as well as the auditor (auditor organization) apptb(selected) for audit of annual accounting fiiial) statements
including the issuer’s consolidated financial staats for the current and last completed finangair.
Full corporate name:imited Liability Company “Rosexpertiza”
Abbreviated corporate namiet C “Rosexpertiza”
Location:ul.Mashi Poryvaevoy, 34, Moscow, Russian Federatit07078
INN: 7708000473
OGRN: 1027739273946
Telephone(495) 721-3883
Fax: (495) 721-3894
E-mail: rosexp@online.ru

Auditor’'s membership in self-regulatory audit orgaations

Full name:Self-Regulatory Auditor Organization Nonprofit Pémership “Russian Collegium of Auditors”
Location:2nd Goncharny pereulok, 3, bld. 1, Russia, Moscdd5172

Additional informationLLC “Rosexpertiza” is entered into the Register Afiditors and Audit Organizations opened
by Nonprofit Partnership “Russian Collegium of Autbirs” under Main Registration Number (MRN) 102050666.

Reporting year (years) for the period of five lasmpleted financial years and current financialryiea which the
auditor has carried or will carry out independarditiof accounting (financial) statements of theuiesr

Accounting (financial) statements, year Consolidatéfinancial statements, year
2011
2012 2012
2013 2013
2014 2014
2015 2015
2016 2016

Describe factors that may affect the auditor’s {eodjanization’s) independence from the issuariuding any material
interests between the auditor (officers of the rgengent bodies and bodies supervising the finaratvities of the
audit organization) and the issuer (officers of thenagement bodies and bodies supervising thedigaactivities of
the issuer):

There are no factors that may affect the auditosudit organization’s) independence from the issyarcluding any
material interests between the auditor (officers tfe management bodies and bodies supervising tinarfcial

activities of the audit organization) and the issuéofficers of the management bodies and bodies eswsing the
financial activities of the issuer).

Selection of the issuer’s auditor

Tender procedure for auditor selection, if any, asthasic terms and conditiorido tender has been held.

Auditor nomination for approval by the shareholdémembers’) meeting, including the management badgpting
such resolution:;The Company’s Board of Directors at its meeting &iaters proposals from various auditing
companies received by the date of the meeting. Bbard of Directors reviews the proposals from audg companies
and (based on recommendations of the Audit Comneittd the Board of Directors) adopts a resolutionrecommend
an auditor to be further approved by a general skhblders’ meeting.

There was not any special engagement of the auditor



Describe the procedure for determination of theitatid (audit organization’s) remuneration and sfyethe actual
remuneration paid by the issuer to the auditor ifaarganization) upon completion of the last congdefinancial year
for which the auditor (audit organization) has matrout independent audit of annual accountinga(foial) statements
and (or) annual consolidated financial statemehtsenissuer:

LLC “Rosexpertiza” tenders its commercial offer tihe Company’s Board of Directors which specifiesetlaudit
procedure in all substantial aspects and containg @stimation of labor costs to conduct the audittbe Company’s
annual financial (accounting) statements and estitien of traveling expenses as well as includes aftirAuditing
Services Agreement. If necessary, the Company memuest information on additional estimations and@anations
from LLC “Rosexpertiza”. Based on the informationrpvided, the Company’s Board of Directors makesecision in
regard to the amount of remuneration to be paidlthC “Rosexpertiza”.

The Company does not have any deferred and oveqignents for the services provided by the auditor

1.3. The issuer’s appraiser(s)
There were no changes in the information containedthis section of the quarterly report

1.4. The issuer’s advisors

With reference to this section, the Company has eogaged any advisors during 12 months prior to tied of the
reporting quarter

1.5. Persons who signed the present quarterly repbr
Name:Bulanov Alexander Nikolaevich
Year of birth:1959

Primary employment:
Company:0JSC “Surgutneftegas”
Position:Acting Director General

Name:Druchinin Andrei Vladislavovich
Year of birth:1969

Primary employment:
Company:0JSC “Surgutneftegas”
Position:Chief Accountant

Section Il. General information on the issuer’s firancial and economic position

2.1. The issuer’s financial and economic performare

The dynamics of indicators of the issuer's finanai@d economic performance calculated on the hafse&ccounting
(financial) statements
Standard (rules) of accounting (financial) statetmeén accordance with which the accounting (finafjcfigures are
calculatedRussian accounting standards (RSBU)

Measurement unit of labor productivityiousand RUB per person

Indicator 2015, 6 monthg 2016, 6 monjhs
Labor productivity 5,091.2 4,566.99
Debt to equity ratio 0.083 0.073
Long-term debt to total amount of long-term deld aquity ratio 0.022 0.022
Debt to operating income (profit) 0.473 0.585
Overdue debts, % 0.001 0.0001

Economic analysis of the issuer’s liquidity and vesicy based on the economic analysis of the above

performance:



Labor efficiency proves the effectiveness of lalpmtential use and operations. The change in thiglicator for
2Q2016 is caused by the dynamics of revenues ired&nce with a fall in exchange rates.

Such indicators as “Debt to equity ratio” and “Longerm debt to total long-term debt and equity rdtshow a
low level of the Company’s dependence on raised Andowed money in 2H2016, with indicator “Debt tquity ratio”
having a decreasing tendency.

Indicator “Debt to operating income (profit)” remais on a low level, which demonstrates the Company’s
ability to cover its debts by operating income.

Low level of the Company’s overdue debts in the agmg periods proves that the Company redeems its
financial obligations in time. Credit risk is miniral.

2.2. The issuer’'s market capitalization

Market capitalization is calculated by taking thetal number of shares of a certain category (ty@ed multiplying it
by the relevant share market price which is dis@dshy a securities market trading organizer
Unit of measurethousand RUB

Indicator As of 31.12.2015 As of 30.06.2016
Market capitalization 1,560,520,221.18 1,478,496,876.8p

Securities market trading organizer who provideta dar market capitalization calculation and anfiestadditional
information on outstanding securities at the issudiscretion:The Company’s market capitalization is calculatedl i
accordance with data of MICEX Stock Exchange CJSC.

2.3. The issuer’s liabilities

2.3.1. Borrowed funds and accounts payable
As of 30.06.2016
Structure of borrowed funds
Unit of measurethousand RUB

Indicator Indicator value

Long-term borrowed funds

including:
loans

borrowings, excluding bonded loans
bonded loans

Short-term borrowed funds
including:
loans
borrowings, excluding bonded loans
bonded loans

Total overdue amount of borrowed funds

including:

loans
borrowings, excluding bonded loans

bonded loans

Structure of accounts payable

Unit of measurethousand RUB

Indicator Indicator value
Total accounts payable 155,885,381

including those overdue 356




including

accounts payable to the budget and state non-bdidiges 37,303,664
including those overdue

accounts payable to suppliers and contractors 21,402,696
including those overdue 341

accounts payable to personnel 7,432,002
including those overdue

other 89,747,017%
including those overdue 15

In case of any overdue accounts payable, incluttinge under loan agreements, specify the reasomofefulfillment
of obligations and consequences (both actual awdilple) arising for the issuer from such non-futignt, including
sanctions imposed against the issuer and the dae averdue accounts payable or overdue amourdrodwed funds
will be or are expected to be paid.

Non-fulfillment of overdue accounts payable obligans will not have any consequences for the Compamy
the future.

Creditors accounting for at least 10 percent ofttit@l accounts payable or at least 10 percerttetdtal long-term and
short-term borrowed fundso such creditors.

2.3.2. The issuer’s credit history

The history of the issuer’s obligations fulfilledder credit and (or) loan agreements having beéorae during the last
completed reporting and current years, includimgs¢hin the form of bonds issued and sold, the jpéh@mount of
which equaled to or exceeded five percent of ttekh@lue of the issuer’s assets as of the lasbfidlye last completed
reporting period of 3, 6, 9 or 12 months precedhmg conclusion of such agreement as well as oldigatunder other
credit and (or) loan agreements which the issuendesignificant.

The issuer did not have such obligations

2.3.3. The issuer’s liabilities related to securityprovided by the issuer

As of 30.06.2016
Unit of measurethousand RUB

Indicator As of 30.06.2016

Total amount of security provided by the issuee @mount (sum) of non-fulfilled 21,982,701
liabilities in regard to which the issuer provideeturity, if in accordance with termsg
of provided security the fulfillment of the relevdiabilities is provided in full)

including liabilities of third parties 21,982,701

Amount of security provided by the issuer (the amiqgum) of non-fulfilled
liabilities in regard to which the issuer providseturity, if in accordance with termg
of provided security the fulfillment of the relevdiabilities is provided in full) in the
form of pledge

including liabilities of third parties

Amount of security provided by the issuer (the amiqgum) of non-fulfilled 21,982,701
liabilities in regard to which the issuer providseturity, if in accordance with termg
of provided security the fulfillment of the relevdiabilities is provided in full) in the
form of guarantee

including liabilities of third parties 21,982,701

The issuer’s liabilities related to security praaddto third parties, including pledge or guarantkat account for 5 and
more percent of the book value of the issuer'stasseof the last date of the relevant reportirgppe

No such liabilities in this reporting period.

2.3.4. Other liabilities of the issuer

There are no other liabilities not shown in the lzaice sheet which may significantly affect the isssefinancial
position, its liquidity, sources of funds, terms tifeir use, performance results and expenses.



2.4. Risks related to acquisition of placed securés or those being placed

Risk management policy of the issubr:the course of its activities, the Company see&sulfill its obligations and
minimize the impact of the risks.

2.4.1. Industry risks

Industry risks of the Company are related to theewating activities of the Company: production and
processing of oil and gas, and marketing of finighg@roducts. These include the drop in oil and oilgolucts prices,
increased competition between oil companies, persmnshortage, higher operating and capital costs agll as
geological, technological and environmental risks.

A big drop in hydrocarbon prices is the most signdnt risk because it can have the greatest impantthe
operating and financial performance of the Comparijs plans of development in the medium and longte

Hydrocarbon prices depend on many factors direatyated to the oil and gas industry as well as thdbat
indirectly determine the state of the market. Hydsobon prices are influenced by supply and demaradamce in the
global and regional markets, data on oil and oilgmtucts reserves, level of investment in the indysind development
rates of hard-to-recover oil and gas reserves. lddéion, prices are based on the expected rate @drmmic growth
(also in the countries that are major consumers bydrocarbons), consumption forecasts for the maiypés of
energy, geopolitical situation in resource produgnregions, development of alternative energy sowsrcand
availability of new technologies.

Hydrocarbon prices in the Russian market are setthe basis of conditions in the world market andénnal
factors such as the level of local demand and syppf oil and oil products, state policy of tax andriff regulation,
transportation costs.

The Company has no opportunity to affect pricingctars in the market of oil, gas and refined prodsctThe
Company closely monitors trends with a potentialgact on hydrocarbon prices to evaluate and planéstments in
current and new projects in the field of productioand refining, determine promising marketing chantsefor
finished products and develops measures to redyserating costs.

The Company operates in a high level of competitimn the acquisition of new subsoil licenses andshare
in the premium and promising markets.

With the depletion of traditional oil production gons and deterioration of the resource base, the
competition between oil companies for the acquisitiof new license blocks located near the terrigsiwith developed
infrastructure may adversely affect the economidigency of the development of new fields. Additadncosts of
purchasing licenses as well as the need to createdpction, transport and social infrastructure in ew regions of
production can result in lower profitability of theCompany’s operations or refusal of new projectsr fbeld
development. To reduce possible losses from thek realization, the Company monitors fields availabfor purchase
taking into consideration the Company'’s further defopment plans, thoroughly evaluates return on tim¥estment in
their development and operation, makes decisionsetder new regions and acquire new license blocks the
principles of the highest economic efficiency ol@tating resources available to the Company.

Oil and gas companies are competing for a sharettie promising and premium markets. The Company is
exposed to the risk of the limited access to tramgpinfrastructure and market share decline in thpremium
marketing channels for finished products. To mititm the negative impact of this risk, the Companyopides
information about the time and volume of productidnansportation in advance, timely fulfills its olgations to the
counterparties to deliver oil and petroleum prodadh accordance with current agreements.

The Company is exposed to the risk of shortage kifled workers and technical personnel due to the
expansion of the Company’s activities in new reg#wf production, higher requirements to the compate of
personnel due to the growing sophistication of pradion methods as well as the need to use modenn@gent and
new technologies.

In order to mitigate this risk, the Company prudéntmanages the number of its personnel and applies
effective mechanisms to attract and retain highlyajified employees. The Company actively cooperatéh relevant
educational institutions, informs about most demasdi professions and required skills in the Compapyovides job-
oriented training as well as professional trainingnd further education for the personnel, developshouse training
centers based on its production needs and createaradidate pool.

The Company is subject to the risk of operating acdpital costs increase due to higher prices foreegy
resources, equipment, basic and auxiliary materias well as to the risk of tariff rates growth ofié@ Company’s
transport providers: OJSC “AK “Transneft”, 0JSC “AKTransnefteproduct” and OJSC “RzZD".

The Company regularly takes measures to optimizeraging and capital costs in all spheres of its dly.
The Company purchases machinery, equipment and mate on a tender basis, implements programs ensgri
energy efficiency, constructs in-house power genéra facilities, evaluates the attractiveness ofeahative suppliers
and monitors the quality of the whole range of gaodnd services procured.

Exploration activities are notable for high levelf ancertainty and risks of deviation of actual vahes of oil
and gas reserves from the forecasted ones. Wheressisg the feasibility of drilling prospecting anexploration
wells, the Company takes into account the objectbeenplexity of geological structure of fields anerioration of
the resource base which may increase potential éssg1 case commercially significant oil and gas eeges are not
confirmed. The Company takes these risks into aaaiowhen evaluating the prospects of new licenseci®and new
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regions of operation. In-house scientific and gegioal divisions staffed by qualified personnel, erkive experience
in exploration, use of modern methods of geologi@id geophysical data processing and modeling oblggical
objects help the Company reduce these risks.

In the course of its activities, the Company is hlg exposed to technological and environmental sk
Development of oil and gas fields involves the adea large number of modern equipment and technalegy methods
for intensifying production, an extensive networlf pipelines and oil treatment facilities as well ather industrial
infrastructure. Non-compliance with rules and proderes, unsafe practices, severe weather conditiand increased
wear of equipment as well as insufficient qualifitan of personnel can lead to technological accidenand
environmental damage in the territories of the Coany’s performance.

To mitigate these risks, the Company is attentivethie state of its production assets, objects ahsport
infrastructure, compliance with production cultureand ownership of safety. The Company constantly pests
production facilities and equipment, schedules theepair and replacement. To prevent the supply lofv-quality
equipment and materials, the Company carries oupin control of purchased products, together with mdacturers
develops and conducts operational testing of equgmmmade in accordance with the Company’s technieaid
economic requirements. High-quality and timely repaf production facilities is provided by the Corapy’s service
divisions. The Company has implemented and usegsdesn of labor protection and industrial safety, Ids induction
meetings, provides its personnel with training, r@&hing and advanced training and carries out a spal workplace
assessment.

Annual environmental protection measures also hétpreduce the environmental risks of the Company.

2.4.2. Country and regional risks

The Company operates in several regions of the Rarsd~ederation and is subject to the country and
regional risks of Russia.

Worsening of the economic situation in the countander the influence of internal and external facter
including lower hydrocarbon prices in the world miets, may adversely affect the consumer demand tfwe
Company’s products and its financial results. Todwece possible losses from this risk realizationgtiCompany
diversifies sales markets and segments delivergations by the volume and range of products sold.

Regions of the Company’s activity have a stableigsband economic climate. The Company makes a
positive contribution to the development of the i@gs of its presence, pays salaries in time anduli, pays taxes and
makes other obligatory payments, promotes the dgwelent of social and transport infrastructure.

The Company operates in the areas with stable climaonditions that are not characterized by high
seismic activity, hurricanes and other natural dis@rs. The efficiency of the Company’s operationsem producing
oil and gas may decrease because of extremely lemperatures. Adverse weather conditions can alsadldo
disruption of delivery schedules for feedstock amdterials necessary to maintain a stable productiprocess at the
fields that are far from the well-developed trangpinfrastructure and cause breakdown of transpozbnnection of
production assets that are remote from regions withod infrastructure. Given that a large part of ¢hCompany’s
finished goods is exported through ports, force maje weather conditions can lead to delivery timdemnsion and
upset conditions during shipping of finished prodtsc

The Company carefully evaluates the risks assodatéth difficult weather conditions and remote traport
infrastructure. The Company uses proper machinergdaequipment, develops transport infrastructure the fields
and plans the amount and time of delivery to thelfls taking into account peculiarities of logisti¢s remote regions
of production.

2.4.3. Financial risks

The Company is exposed to various financial riskise most significant of which are currency risk, terest
rate risk, inflation risk, credit risk and liquidiy risk.

Currency risk is important to the Company. It camfluence the financial results of its operations. A
considerable part of the Company’s revenue is fodrigy the export of products. Financial assets oét@ompany are
placed in deposit accounts mainly in US dollars. 03 changes in the exchange rates of the Russiahleuto foreign
currencies can worsen the financial performance thie Company.

The Company considers currency risks, evaluatesithgossible impact on the key indicators of the
Company’s economic efficiency, defines parametensl atructure of financial reserves placement, casiout current
planning of cash flows.

Interest rate risk has a limited influence on theoBpany’s activity because the Company finances talpi
and operating expenditures from its own funds witltousing borrowings. At the same time, the Compaakes into
account the interest rate risk when placing finardiassets, analyzes the temporal structure and llefénterest rates
in the money and capital markets and opens depasitounts with a fixed rate.

The financial performance of the Company is sigrdéintly influenced by the inflation risk consistingn
higher costs of production and sale of finished hacts. This risk may result in lower profitabilitpf the Company
and abandoning new projects with highly uncertaintfire capital and operating costs.

The Company regularly analyzes the impact of actwald expected inflation rates on its operating and
investing activities, evaluates the feasibility cpital investments in existing facilities and imgrhentation of new
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projects in the field of production, refining and arketing. In order to optimize purchasing priceshe Company
conducts procurement procedures through tenderimggys attention to finding most favorable ways ofagls and
services delivery.

The Company is exposed to credit risk mainly withspect to receivables and cash placed by the Compan
in time deposit accounts with Russian credit orgaafions.

In order to mitigate this risk, the Company has abtished a system for comprehensive assessment of
counterparties which takes into account their finaial position, credit history and status of settlemts with the
budget. When concluding contracts for the sale ofoducts, the Company actively uses advance paymneand
payment by a letter of credit. Making advance payreto counterparties, the Company uses mechanisfsnsuring
money repayment: bank guarantees and sureties.

The Company has a balanced approach to financial mgement and avoids excessive concentration of
credit risk. At the same time, The Company depositailable cash in the major highly reliable Ruasi credit
organizations. In order to assess the reliabilityf oredit organizations, the Company has establishgsl own
formalized methodology for assessing financial catimh of banks which takes into account loan portfo quality,
structure and dynamics of assets, liquidity, opéoaial efficiency and other key indicators of a criédnstitution’s
financial stability. The Company monitors the finamal position of counterparties’ banks during thehele maturity
period for its cash placement.

Liquidity risk arises from the possibility of lossadue to the imbalance of financial assets and llakes of
the Company. The Company is resistant to this riflecause it has sufficient liquid assets to settl current
obligations. The Company’s system of financial pleing enables us to make detailed schedules of fatexpenses
and payments, establishing such financial structutkat maintains sufficient liquidity for timely séement of its
liabilities.

The Company does not use derivative financial instrents to hedge financial risks, but takes into acmt
the possibility of their use in operational and famcial activities when developing investment prdagdinancial plans
and budgets. In addition, the Company insures assand operations in the process of financial andoeomic
activities in order to reduce financial risks.

2.4.4. Legal risks

The financial and operating performance of the Compy largely depends on a variety of legal risks aHni
can be hardly influenced by the Company. The magngficant legal risks are risks of changes and aditments to the
existing legal regulations in the field of tax, ct@mms, currency and environmental legislation, amtist regulation and
licensing.

Unstable tax treatment of oil and gas industry aridcrease of the tax burden may result in reduced
investments in production and refining segments,naening of the Company'’s financial and operating fiermance.
The Company strictly complies with the current nosnof the Russian tax legislation. The Company pégses in time
and in full at all levels of the budget system anthkes the required payments to non-budgetary funfishe Russian
Federation. The Company closely monitors changestlire tax legislation of the Russian Federation anchnsfer
pricing tax regulation in setting prices for transdions between related parties, which allows to lease the
consequences of such changes in advance and takentinto account. The Company cooperates with staithorities
when considering initiatives to improve the efficiey of the tax system for sustainable developmefthe oil and gas
industry.

The Company conducts export and import operationsforeign currency. Changes related to the currency
control legislation in the Russian Federation magsult in more time-consuming transactions in forgigcurrency
and higher costs of settlements with counterparti@e Company has a responsible approach to compl&a and
implementation of the Russian Federation legislatiin the field of currency regulation and control.

The Company carries out a significant number of fign trade operations in the process of its opengti
activities. Thus, the Company is exposed to thé 16§ complicated and lengthy customs control andyher rates of
customs duties. As a result of these risks realizat the operating performance of the Company magcoease. The
Company takes into account the impact of these faston the economic attractiveness of export andport
operations with various product groups.

The Company distributes oil products through its pvgas stations. The expansion of the network of gas
stations in the regions of the Company’s presencayne limited by the antitrust laws of the Russigaderation. This
risk may reduce the profitability of the marketingector and worsen the financial performance of t@®mpany. The
Company complies with the requirements of antitrulstws, actively participates in the work of instttans on
competitive pricing for oil and oil products in thé&kussian Federation, thereby ensuring equal accdesthe
procurement of the Company’s products for all matkgarticipants.

The efficiency of oil and gas companies can be sfgrantly influenced by the risks of changes in thstate
licensing system with regard to longer proceduredated to licensing, complicated processes of ggtipermits for
construction of production and infrastructure fadties and other approvals.

The Company fully meets its obligations under cuntdicense agreements, has enough material and huma
resources to carry out the planned volume of expitton work in time and further develop existing fis, thus
minimizing these risks.

12



2.4.5. Reputation risk

Reputation risk is related to the loss of counterfias due to lower confidence in the quality of hocts as
well as in the Company as a reliable and financiaitable partner.

The main products of the Company (oil, gas and nefd products) are standardized; their quality
characteristics are determined by the requiremeatghe regulations and all oil and gas companies sticomply with
them. Besides, compliance with standards is a pagetisite for putting products into the pipeline segsh for
transportation. The Company ensures reliable opévat and timely upgrading of equipment for preparinthe
produced oil and gas and bringing them into compiige with the standards. When producing and sellioify and gas
products, the Company continuously monitors theinaity in its own accredited laboratories.

The Company fulfills its obligations with regard tthe settlements with counterparties, taxes andesth
payments in time and in full. Thus, the Company haseputation of a reliable and responsible subjexfteconomic
activity in the part of performance of financial digations.

The Company makes heavy investments in the modatiin and upgrading of industrial equipment,
pipeline infrastructure, environmental programs, nr#aining the reputation of a company with high stalards of
technological and environmental safety. The Compaiplements programs to improve the safety of warki
conditions, provides additional guarantees and sdcbenefits, timely pays salaries, thereby mainiaim the
reputation of an attractive employer. Thus, the Cpamy minimizes the possibility of giving a negatirapression
about itself and reputation risks.

2.4.6. Strategy risk

Strategy risk is related to the possibility of lesscaused by mistakes made in decisions that deterrthe
strategy of the Company’s activities and developimen

The Company is exposed to the risks of not detegrtin underestimating potential hazards that may et
its operations.

The Company analyzes internal and external business/ironment, identifies potential threats that can
disrupt current business processes and takes measuo prevent these risks. In order to mitigate sherisks, the
Company uses methods of strategic analysis takingp iaccount the macro- and microeconomic factorsathcan
significantly influence the Company’s operating anfinancial performance. Based on the results, theoi@pany
adjusts its development plans.

The Company is exposed to the significant risk ofowg or unfounded decisions when determining
promising areas of activity, new regions of prodigt and sales markets, entering which it can gain advantage in
competing with other companies.

The Company regularly analyzes the results of itsrent activities, evaluates the investment attrigehess
of new projects based on the criteria of risk andturn. In addition, the Company monitors trends ithe energy
market, including supply and demand trends in thilgal and regional hydrocarbon markets, and the éépment of
new technologies for the production of hard-to-ree oil. Based on the information received, the Cpamy
evaluates possible consequences of making stratdgaisions for its further development.

Errors in strategic decision-making can lead to ack of financial, inventory and human resources, s@lt
in losses and failure to achieve strategic goalsioé Company.

The Company is able to implement current and futypeojects that require significant financial, logtial
and human resources. The Company’s unified proceddor approval, adoption and implementation of magement
decisions minimizes the risks of lack or insufficieprovision of resources necessary to carry outecactivities.

2.4.7. Risks related to the issuer’s operations

In the course of its activities, the Company is @sed to various risks caused by the uncertainty of
environmental factors and peculiarities of produoti processes. The Company improves its risk managgnand
internal control systems in order to minimize the@gsible negative impact of risks on the resultsitsffinancial and
economic activities and ensure sustainable develepmof the Company in the long term. With regard the key
risks, the Company is continuously working on theidentification, assessment, prevention and detaration of
response methods in case of their realization.

Section lll. Detailed information on the issuer

3.1.1. The issuer’s corporate name (name):
The Issuer’s full corporate nan@pen Joint Stock Company “Surgutneftegas”
Date of introduction of the issuer’s existing fatirporate name27.06.1996
The issuer’s abbreviated corporate na®@&SC “Surgutneftegas”
Date of introduction of the issuer’s existing ahaged name27.06.1996
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The issuer’s corporate name (name for a nonprofiganization) is registered as a trademark or a Seevmark.
Trademark registration:

TrademarkOpen Joint Stock Company “Surgutneftegas”

Certificate of trademarkyo. 438918 dated 09.06.2011

Priority (commencement of document of titl65.05.2010

Validity period of the document of titl€6.05.2020

All previous names of the issuer during its existen

Full corporate name?roduction Association “Surgutneftegas”
Abbreviated corporate nameQ “Surgutneftegas”
Introduced:15.09.1977

Grounds for introduction:

Full corporate nameloint Stock Company of Open Type “Surgutneftegas”
Abbreviated corporate namaOOT “Surgutneftegas”
Introduced:06.05.1993

Grounds for introductionDecree of the President of the Russian Federation.NL403 “On Special Provisions for
Privatization and Corporization of State Enterprisg Production and Scientific Production Associationin the
Petroleum, Petroleum Refining and Petroleum Proda@upply Industries” dated 17.11.92.

3.1.2. State registration of the issuer:

Initial state registration
State registration numbet2-4782
Date of state registratio06.05.1993

Body that conducted the state registratidwiministration of the city of Surgut, Khanty-Mangsky Autonomous
Okrug, Tyumenskaya Oblast

Registration of the legal entity:
Main state registration number of the legal perd®28600584540

Date of entry of the legal body registered priorltQJuly 2002 into the Uniform State Register of alegntities:
18.09.2002

Name of the registration authoritinspectorate of the Ministry of Taxation of Russi@r Surgut, Khanty-Mansiysky
Autonomous Okrug

3.1.3. Establishment and development of the issuer
There were no changes in the information containedthis section of the quarterly report

3.1.4. Contacts

The issuer’s locationRussia, Tyumenskaya Oblast, Khanty-Mansiysky Auorous Okrug — Yugra, Surgut,
ul.Grigoriya Kukuyevitskogo, 1, bld. 1

Address of the issuer indicated in the uniformestagister of legal entitie628415 Russia, Tyumenskaya Oblast,
Khanty-Mansiysky Autonomous Okrug - Yugra, Surgutl, Grigoriya Kukuyevitskogo, 1, bid. 1. 1
Telephone(3462) 42-60-28; 42-61-33

Fax:(3462) 42-64-94

E-mail: Bogdanov-VL-REF@surgutneftegas.ru

Website(s) where information about the issuer amtlisties issued and/or being issued by the issmi@vailable:
http://www.surgutneftegas.ru/ru/investors;

http://www.e-disclosure.ru/portal/company.aspx?ide3

The issuer’s special division for shareholder anastor relations.imited Liability Company Invest-Zaschita
Division’s location: ul.Entuziastov, 52/1, Surgut, Tyumenskaya Oblaghanty-Mansiysky Autonomous Okrug —
Yugra, Russian Federation, 628400

Telephone(3462) 46-27-64

Fax: (3462) 46-46-50

E-mail: invz@yandex.ru
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No website.

The issuer’'s special division for shareholder andestor relationsinvestor relations and DR program support
department of OJSC “Surgutneftegas”

Division’s location:ul.Grigoriya Kukuyevitskogo 1, bld. 1, Surgut, Khty-Mansiysky Autonomous Okrug — Yugra,
Tyumenskaya Oblast, Russian Federation, 628415

Telephone(495) 698-94-18

Fax: (495) 698-94-14

E-mail: ir@surgutneftegas.ru

Website:www.surgutneftegas.ru

3.1.5. Taxpayer identification number
8602060555

3.1.6. Branches and representative offices of thesuer

Changes in the list of branches and representafiiees of the issuer during the reporting quarterthe event of any
changes in the name or location of a branch oesgmtative office or the first, middle or last nano¢ its head, term of
the power of attorney issued by the issuer to talof a branch or representative office, pleas®iatlude information
about such changes

In the reporting quarter, the Company issued the Wers of Attorney to the heads of St. Petersburg
Representative Office of OJSC “Surgutneftegas” aakutsk Representative Office of OJSC “Surgutnefte]).

1. Name:St. Petersburg Representative Office of OJSC “Sutrgeftegas”
Head:Fortov Vladimir lvanovich
Term of the Power of Attorney1.04.2017

2. Name:Yakutsk Representative Office of OJSC “Surgutneféej
Head:Bandura Sergei Nikolaevich
Term of the Power of Attorney®1.05.2017

3.2. Core operations of the issuer

3.2.1. Core economic activities of the issuer

Code of economic activity which is core for theuiss
OKVED codes

11.10.11

OKVED codes

11.10.12
11.20.4
45.12
51.51.2
51.51.3
74.20.2

3.2.2. Core operations of the issuer

Types of operations (business activities, typesroflucts (works, services)) that accounted foeast 10 percent of the
issuer’s revenue (income) in the reporting period

Unit of measurethousand RUB

Type of activity:oll

Indicator 2015, 6 months 2016, 6 months
Revenue from sales (volume of sales) related tepleeified type of activity, 344,154,74( 305,862,424
thousand RUB
Revenue from sales (volume of sales) related tapleeified type of activity ir 65.5 65.5
total revenue from sales (volume of sales) of siseér, %

15



Changes in the issuer's operating revenue (incoemal to or exceeding 10 percent as compared vhigh t
corresponding reporting period of the previous y@at the reasons for such changes

The change of the Company’s revenues from oil saleshe first six months of 2016 as compared to theme
period of the previous year was 88.9%.

Type of activity:petroleum products

Indicator 2015, 6 months 2016, 6 months
Revenue from sales (volume of sales) related tspleeified type of activity, 164,592,977 142,757,488
thousand RUB
Revenue from sales (volume of sales) related tepeeified type of activity ir 31.3 30.6
total revenue from sales (volume of sales) of siseér, %

Changes in the issuer’'s operating revenue (incoetg)al to or exceeding 10 percent as compared wigh t
corresponding reporting period of the previous yaat the reasons for such changes

The change of the Company’s revenues from oil pratiisales in the first six months of 2016 compatedhe
same period of the previous year was 86.7%.

The key factor behind the decrease in the Compamggenue is a fall in prices for hydrocarbons andfimed
products by 31.2% and 35.4% respectively.

Cost structure of the issuer

Indicator 2015, 6 months 2016, 6 months
Raw materials and supplies, % 3.77 4.34
Acquired components and semi-finished articles, % 3.58 452
Production works and services performed/renderetthibgy parties, % 17.22 19.97,
Fuel, % 0.45 0.24
Energy, % 1.67 1.79
Labor costs, % 11.96 13.33
Interests on loans, % 0 0
Rental payments, % 0.01 0.02
Social expenditures, %
Depreciation of fixed assets, % 14.32 17.02
Taxes included in production costs, % 42.71 34.05
Other costs, % 1.29 1.38
amortization of intangible assets, % 0.1 0.13
remuneration for innovation proposals, % 0 0
compulsory insurance payments, % 0.06 0.07
entertainment expenses, % 0 0
other (facility guard and fire protection senscerew transportation serviceg, 1.13 1.18
information and computer services, advertising aumditing services, other
expenses, including business travel expenses, sepdor voluntary
insurance), %
Insurance premiums 3.02 3.34
Total: Costs of production and sale of goods (wosksvices) (production 100 100
costs), %
For reference only: Revenue from sale of goods Keiaservices), % to cost df 137.6 134.9
production

Essential new types of products (works, servicéfgred by the issuer in its core market, to theeekthat corresponds
to publicly available information about such protbugvorks, services). Specify the development stafisuch types of
products (works, services).

There are no essential new types of products (wpgesvices).
Standards (rules) used for accounting (financiafitesnents and calculations shown in this subpapagrdahe
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accounting (financial) statements of OJSC “Surgutfiegas” have been prepared in accordance with thepkcable
accounting standards of the Russian Federation asr g~ederal Law of the Russian Federation No. 402-FDn
Accounting” dated December 6, 2011, “Regulations @dctcounting and Reporting in the Russian Federatibn
approved by Order No. 34n of the Ministry of Finaemf the Russian Federation dated July 29, 1998 ctaunting
Regulations "Reporting of an Enterprise” PBU 4/99pproved by Order No. 43n of the Ministry of Finana# the
Russian Federation dated July 6, 1999 and Order Ni&n of the Ministry of Finance of the Russian Fedaion
“Reporting Standards of Enterprises” dated July 2010; approved regulations “Accounting Policy of GC
“Surgutneftegas” for 2016 for Accounting Purposesand “Accounting Policy of OJSC “Surgutneftegas” for
Taxation Purposes for 2016”.

3.2.3. The issuer’s supplies, goods (raw materialahd suppliers

For 6 months of 2016
Suppliers who provide at least 10 percent of glipdies of materials and goods (raw materials)
There are no suppliers who provide at least 10 maricof all supplies of materials and goods (raw regals).

Change in prices by more than 10 percent for basiterials and goods (raw materials) during the ntéypmp period
against the corresponding reporting period of ttewipus year
Changes in prices by more than 10 percent duringr®nths of 2016 against the corresponding period of
2015 were for the following types of basic matesi@nd goods (raw materials):
- pIpes;
- spare parts for drilling and oilfield equipment;
- lubricants and chemicals;
- 0il production equipment
- cables;
- building materials;
- vehicles, tractors and oilfield machinery;
- rolled metal products;
- inert materials;
- valves and formed parts.

The share of imported materials and goods in ®dgplies, expected availability of import sourceghe future and
possible alternative sources

Imported materials and goods accounted for 16% @i supplies to the Company.
The financial position of OJSC “Surgutneftegas” enses further availability of these sources and thei
alternatives.

3.2.4. Marketing outlets for the issuer’s productgworks, services)

Key markets where the issuer operates:

OIL 6 months of 2016

the Northwestern Federal District
the Southern Federal District
- on the territory of Russia the Volga Federal District
the Urals Federal District
the Far Eastern Federal District

Non-CIS countries
CIS countries

- export

PETROLEUM PRODUCTS 6 months of 2016

the Northwestern Federal District
- on the territory of Russia the Central Federal District
the Urals Federal District

- export European countries and the USA

Factors that can adversely affect the issuer'ssa#lgoods (works, services) and steps that maghsn by the issuer to
mitigate such impactSome of the factors that can adversely affect then@pany’s sales include changes in world oll
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prices, tax legislation and natural monopoly price¥o minimize the impact of the above factors onlesa the
Company monitors prices in foreign and domestic aiid oil products markets on a routine basis andlirects export
flows choosing those with better prices.

3.2.5. The issuer’s permits (licenses) or authoritians for certain types of works
The issuer doesn’t have permits (licenses) inforioatabout which must be specified in the QuarteReport.

3.2.6. Activity of certain categories of issuers
The issuer is not a stock investment fund, insuraner lending institution, mortgage agent.

3.2.7. Additional information on issuers whose prirary activity is mineral resources extraction
a) Mineral resources

The list of mineral deposits which have a significBnancial and business importance for the issioewhich the
issuer or its subsidiaries hold the right of use

1. Field: Zapadno-Surgutskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#iBC1 — 19,499 thous. tonnes; C2 — 3,047 thous nies

Production rate for the relevant reporting peripériods):711.011 thous.tonnes

2. Field: Zapadno-Surgutskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve#iBC1 — 732 mn cub m; C2 — 154 mn cub m

Production rate for the relevant reporting peripériods):37.108773 mn cub m

3. Field: Vostochno-Surgutskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#iBC1 — 70,560 thous. tonnes; C2 — 11,741 thouants
Production rate for the relevant reporting peripéeriods):874.343 thous. tonnes

4. Field: Vostochno-Surgutskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve®iBC1 — 4,224 mn cub m; C2 — 704 mn cub m

Production rate for the relevant reporting peripériods):52.221685 mn cub m

5. Field: Yaunlorskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#iBC1 — 32,136 thous. tonnes; C2 — 1,093 thous nies
Production rate for the relevant reporting peripériods):428.051 thous. tonnes

6. Field: Yaunlorskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reservegiBC1 — 3,895 mn cub m; C2 — 236 mn cub m

Production rate for the relevant reporting peripéeriods):40.301613 mn cub m

7. Field: Fedorovskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#iBC1 — 226,473 thous. tonnes; C2 — 36,518 thoaanes
Production rate for the relevant reporting peripériods):2,130.708 thous. tonnes

8. Field: Fedorovskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve#sBC1 — 136,397 mn cub m; C2 — 3,706 mn cub m
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Production rate for the relevant reporting peripériods):894.580192 mn cub m

9. Field: Lyantorskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#®iBC1 — 35,905 thous. tonnes; C2 — 104 thous. tane
Production rate for the relevant reporting peripériods):1,049.326 thous. tonnes

10. Field: Lyantorskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve®#tBC1 — 107,148 mn cub m; C2 —4 mn cub m

Production rate for the relevant reporting peripériods):403.727271 mn cub m

11. Field: Bystrinskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#iBC1 — 25,979 thous. tonnes; C2 — 1,465 thous nies
Production rate for the relevant reporting peripéeriods):681.530 thous. tonnes

12. Field: Bystrinskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve#®iBC1 — 24,535 mn cub m; C2 — 66 mn cub m

Production rate for the relevant reporting peripéeriods):172.234086 mn cub m

13. Field: Vachimskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#tBC1 — 30,778 thous. tonnes; C2 — 1,836 thous nes
Production rate for the relevant reporting peripéeriods):380.608 thous. tonnes

14. Field: Vachimskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve#iBC1 — 11,613 mn cub m; C2 — 2,031 mn cub m

Production rate for the relevant reporting peripériods):101.546863 mn cub m

15. Field: Rogozhnikovskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#tBC1 — 82,672 thous. tonnes; C2 — 77,857 thouants
Production rate for the relevant reporting peripéeriods):756.262 thous. tonnes

16. Field: Rogozhnikovskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve®iBC1 — 5,519 mn cub m; C2 — 5,323 mn cub m

Production rate for the relevant reporting periperiods):62.244725 mn cub m

17. Field: Russkinskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#tBC1 — 53,333 thous. tonnes; C2 — 10,991 thouants
Production rate for the relevant reporting peripéeriods):762.234 thous. tonnes

18. Field: Russkinskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve#iBC1 — 2,312 mn cub m; C2 — 770 mn cub m

Production rate for the relevant reporting periperiods):41.643539 mn cub m

19. Field: Konitlorskoye
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Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#iBC1 — 51,007 thous. tonnes; C2 — 1,061 thous nies
Production rate for the relevant reporting peripéeriods):366.683 thous. tonnes

20. Field: Konitlorskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve#sBC1 — 2,147 mn cub m; C2 — 63 mn cub m

Production rate for the relevant reporting peripériods):26.110861 mn cub m

21. Field: Severo-Labatyuganskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#iBC1 — 58,264 thous. tonnes; C2 — 10,245 thouants
Production rate for the relevant reporting peripéeriods):1,464.009 thous. tonnes

22. Field: Severo-Labatyuganskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve#iBC1 — 4,363 mn cub m; C2 — 772 mn cub m

Production rate for the relevant reporting peripériods):112.595972 mn cub m

23. Field: Zhumazhanovskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#iBC1 — 13,926 thous. tonnes; C2 — 11,310 thouant&s
Production rate for the relevant reporting peripéeriods):377.375 thous. tonnes

24. Field: Zhumazhanovskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve#sBC1 — 994 mn cub m; C2 — 852 mn cub m

Production rate for the relevant reporting peripéeriods):22.341061 mn cub m

25. Field: Central Block of the Talakanskoye oil dngas condensate field

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#iBC1 — 99,789 thous. tonnes; C2 — 3,494 thous nies
Production rate for the relevant reporting peripéeriods):1,329.461 thous. tonnes

26. Field: Central Block of the Talakanskoye oil drgas condensate field
Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reservegiBC1 — 45,403 mn cub m; C2 — 8,035 mn cub m

Production rate for the relevant reporting peripéeriods):123.384137 mn cub m

27. Field: Severo-Talakanskoye

Rights to the field are held bthe issuer

Type of mineralsoil

Proved reserve#iBC1 — 27,907 thous. tonnes; C2 — 38,785 thouant&s
Production rate for the relevant reporting peripériods):495.450 thous. tonnes

28. Field: Severo-Talakanskoye

Rights to the field are held bthe issuer

Type of mineralsassociated gas

Proved reserve#sBC1 — 5,591 mn cub m; C2 — 11,184 mn cub m
Production rate for the relevant reporting peripéeriods):36.058581 mn cub m

Licenses for subsoil use obtained by the issusubsidiaries for the fields use which have a sigaift financial and
economic importance
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Legal person that obtained a licenses issuer

1. Number: KhMN 01525 NR

Date of issue18.04.2001.

Term of the license31.12.2115.

according to RF Law No. 2395-1 “On Subsurface” dat®1.02.92

Basis for license issuancaccording to RF Law No. 2395-1 “On Subsurface” aat 21.02.92

Description of subsoil plot provided for udéhanty-Mansiysky Autonomous Okrug, Oktyabrsky anchdhty-
Mansiysky Districts, area (sg. km) - 1,271.50

Type of the licensefor geological survey, including prospecting andauation of mineral deposits, exploration
and production of mineral resources.

The main license provisions concerning subsoil uskligations indicating the period of given obligeais
performanceprospecting and exploratory drilling, seismic sugieand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temnds conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors thaly adversely
affect fulfillment of license obligations and thegsibility of their occurrences of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer

2. Number: KhMN 11293 NE

Date of issue05.09.2002

Term of the license31.12.2087

according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92

Basis for license issuancaccording to RF Law No. 2395-1 “On Subsurface” dat 21.02.92

Description of subsoil plot provided for udgéhanty-Mansiysky Autonomous Okrug, Surgutsky Digttj area (sq.
km) - 1,474.95
Type of the licenseoil and gas exploration and production

The main license provisions concerning subsoil usigligations indicating the period of given obligais
performanceprospecting and exploratory drilling, seismic sugeand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temnas conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrenceas of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
3. Number: KhMN 13455 NE

Date of issue25.01.2006

Term of the licensed1.02.2068

according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92

Basis for license issuancaccording to RF Law No. 2395-1 “On Subsurface” dat 21.02.92

Description of subsoil plot provided for udg¢hanty-Mansiysky Autonomous Okrug — Yugra, Surguyskistrict,
area (sg. km) - 483.90

Type of the licenseexploration and production of hydrocarbons as wel injection of surface, formation and
salt underground water to maintain formation pressi

The main license provisions concerning subsoil usieligations indicating the period of given obligaits
performanceprospecting and exploratory drilling, seismic sugeand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temnas conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.
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Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrenceas of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
4. Number: YaKU 12061 NE

Date of issue26.12.2003

Term of the license31.12.2081

according to RF Law No. 2395-1 “On Subsurface” dat@1.02.92

Basis for license issuancaccording to RF Law No. 2395-1 “On Subsurface” dat 21.02.92

Description of subsoil plot provided for useepublic of Sakha (Yakutia), Lensky District, aréag. km) - 410.57
Type of the licenseor exploration and production of mineral resourse

The main license provisions concerning subsoil usieligations indicating the period of given obligais
performanceprospecting and exploratory drilling, seismic sugeand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temnas conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrenceas of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
5. Number: KhMN 00431 NE

Date of issue05.03.1997

Term of the license31.12.2039

according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92

Basis for license issuancaccording to the Regulations for Subsurface Useémnsing Procedure

Description of subsoil plot provided for ugéhanty-Mansiysky Autonomous Okrug, Surgutsky Digttj area (sq.
km) - 544.03

Type of the licenseoil and gas production

The main license provisions concerning subsoil usieligations indicating the period of given obligais
performancefields commissioning operations according to thertes and conditions of the license

Compulsory payments to be made under license temnas conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrenceas of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
6. Number: KhMN 00435 NE

Date of issue05.03.1997

Term of the license31.12.2100

according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92

Basis for license issuancaccording to the Regulations for Subsurface Useémnsing Procedure

Description of subsoil plot provided for ugéhanty-Mansiysky Autonomous Okrug, Surgutsky Digttj area (sq.
km) - 1,182.20

Type of the licenseoil and gas production

The main license provisions concerning subsoil usigligations indicating the period of given obligais
performanceprospecting and exploratory drilling, seismic sugeand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temnas conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.
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Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrenceas of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
7. Number: KhMN 00438 NE
Date of issue05.03.1997

Term of the license31.12.2089
according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92
Basis for license issuancaccording to the Regulations for Subsurface Useémnsing Procedure

Description of subsoil plot provided for ugéhanty-Mansiysky Autonomous Okrug, Surgutsky Digttj area (sq.
km) - 457.578

Type of the licenseexploration and production of mineral resources

The main license provisions concerning subsoil uskligations indicating the period of given obligais
performanceprospecting and exploratory drilling, seismic sugieand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temds conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrences of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
8. Number: KhMN 00408 NE

Date of issue18.12.1996

Term of the license31.12.2129

according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92

Basis for license issuancaccording to the Regulations for Subsurface Useémnsing Procedure

Description of subsoil plot provided for udéhanty-Mansiysky Autonomous Okrug, Surgutsky Digttj area (sq.
km) - 1,952.07

Type of the licenseexploration and production of mineral resources

The main license provisions concerning subsoil uskligations indicating the period of given obligais
performanceprospecting and exploratory drilling, seismic sugeand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temnas conditions:all kinds of payments are made in
compliance with the law currently in force in thelu®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrenceas of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
9. Number: KhMN 00406 NE

Date of issuel8.12.1996

Valid till: 31.12.2162

according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92

Basis for license issuancaccording to the Regulations for Subsurface Useémnsing Procedure

Description of subsoil plot provided for udgéhanty-Mansiysky Autonomous Okrug, Surgutsky Digttj area (sq.
km) - 1,815.72

Type of the licenseexploration and production of mineral resources

The main license provisions concerning subsoil usieligations indicating the period of given obligats
performanceprospecting and exploratory drilling, seismic suggand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temas conditions:all kinds of payments are made in
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compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrences of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
10. Number: KhMN 00409 NE

Date of issue18.12.1996

Valid till: 31.12.2069

according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92

Basis for license issuancaccording to the Regulations for Subsurface Useémnsing Procedure

Description of subsoil plot provided for udéhanty-Mansiysky Autonomous Okrug, Surgutsky Digttj area (sq.
km) - 528.793

Type of the licensefor exploration and production of mineral resourse

The main license provisions concerning subsoil uskligations indicating the period of given obligeais
performanceprospecting and exploratory drilling, seismic sugieand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temnds conditions:all kinds of payments are made in
compliance with the law currently in force in thelu®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrenceas of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
11. Number: KhMN 00407 NE

Date of issuei8.12.1996

Term of the license31.12.2129

according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92

Basis for license issuancaccording to the Regulations for Subsurface Useémnsing Procedure

Description of subsoil plot provided for ugéhanty-Mansiysky Autonomous Okrug, Surgutsky Digttj area (sq.
km) - 658.76

Type of the licenseexploration and production of mineral resources

The main license provisions concerning subsoil usieligations indicating the period of given obligais
performanceprospecting and exploratory drilling, seismic sugeand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temnas conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrenceas of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
12. Number: KhMN 00417 NE

Date of issuei4.01.1997

Valid till: 31.12.2048

according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92

Basis for license issuancaccording to the Regulations for Subsurface Useémnsing Procedure

Description of subsoil plot provided for ugéhanty-Mansiysky Autonomous Okrug, Surgutsky Digttj area (sq.
km) - 959.79

Type of the licenseoil and gas production as well as injection of $ace, formation and salt underground water
to maintain formation pressure

The main license provisions concerning subsoil usigligations indicating the period of given obligais
performanceprospecting and exploratory drilling, seismic sugeand putting fields into development according

24



to the terms and conditions of the license

Compulsory payments to be made under license temds conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrences of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
13. Number: KhMN 00564 NE

Date of issue29.05.1997

Term of the license31.12.2055

according to RF Law No. 2395-1 “On Subsurface”dat@d.02.92

Basis for license issuancaccording to the Regulations for Subsurface Useémnsing Procedure

Description of subsoil plot provided for ugéhanty-Mansiysky Autonomous Okrug, Surgutsky Digttj area (sq.
km) - 1,046.28

Type of the licenseoil and gas production as well as injection of foation and salt underground water to
maintain formation pressure

The main license provisions concerning subsoil uskligations indicating the period of given obligeais
performanceprospecting and exploratory drilling, seismic sugieand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temnds conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrences of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer
14. Number: YaKU 14372 NE

Date of issue21.01.2008
Term of the license01.02.2028

according to RF Law No. 2395-1 “On Subsurface” dat@1.02.92
Basis for license issuancaccording to RF Law No. 2395-1 “On Subsurface” dat 21.02.92

Description of subsoil plot provided for usBepublic of Sakha (Yakutia), Lensky District, are@q. km) -
1,188.46

Type of the licensefor exploration and production of mineral resourse

The main license provisions concerning subsoil usigligations indicating the period of given obligats
performanceprospecting and exploratory drilling, seismic sugeand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temnas conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliaties of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrenceas of 30.06.2016, all conditions are
being met.

Legal person that obtained a licendes issuer
15. Number: KhMN 14906 NR

Date of issue27.04.2010

Term of the license31.12.2095

according to RF Law No. 2395-1 “On Subsurface” dat@1.02.92

Basis for license issuancaccording to RF Law No. 2395-1 “On Subsurface” dat 21.02.92

Description of subsoil plot provided for us¢hanty-Mansiysky Autonomous Okrug — Yugra, Surguyskistrict,
area (sg. km) - 167.45

Type of the licensegeological survey, exploration and production ofdrocarbons.
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The main license provisions concerning subsoil uskligations indicating the period of given obligais
performanceprospecting and exploratory drilling, seismic sugieand putting fields into development according
to the terms and conditions of the license

Compulsory payments to be made under license temds conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.

Fulfillment by the issuer, its subsidiaries andliates of license obligations and any factors timaty adversely
affect fulfillment of license obligations and thegsibility of their occurrences of 30.06.2016, all conditions are
being met.

Legal person that obtained a licenses issuer

16. Number: KhMN 14757 NR

Date of issue02.10.2009

Valid till: 22.09.2034

according to RF Law No. 2395-1 “On Subsurface” dat@1.02.92

Basis for license issuancaccording to RF Law No. 2395-1 “On Subsurface” dat 21.02.92

Description of subsoil plot provided for ud¢hanty-Mansiysky Autonomous Okrug — Yugra, Surguyskistrict,
area (sg. km) - 156.50

Type of the licensegeological survey, exploration and production ofydirocarbons within the Chanatoysky
block.
The main license provisions concerning subsoil usieligations indicating the period of given obligats
performanceprospecting and exploratory drilling, seismic suggand putting fields into development according
to the terms and conditions of the license
Compulsory payments to be made under license temas conditions:all kinds of payments are made in
compliance with the law currently in force in thel®sian Federation.
Fulfilment by the issuer, its subsidiaries andliates of license obligations and any factors thety adversely
affect fulfillment of license obligations and thegsibility of their occurrences of 30.06.2016, all conditions are
being met.
This section provides a list of fields with prodim level of 2.0% and more of the total volume af produced
by the Company in 2Q2016.
In the lines “Proved reserves” the current recovdala oil and condensate reserves in respect of od shown
under the Russian classification of hydrocarbon mses and resources.

In the lines “Proved reserves” the current recovdria associated gas reserves in respect of assatigas are
shown under the Russian classification of hydrocarbreserves and resources.

Oil, associated petroleum gas and natural gas protion on the Company fields which are in developméor
the 2Q2016 amounted to 15,304.817 thousand tonr409.868319 million cubic meters and 24.279863 liwril
cubic meters respectively.

License KhMN 00431 NE is issued in lieu of LicenskdMN 00051 NE dated 13.07.1993.
License KhMN 00435 NE is issued in lieu of LicenskdMN 00049 NE dated 13.07.1993.
License KhMN 00438 NE is issued in lieu of LicenskdMN 00057 NE dated 14.07.1993.
License KhMN 00408 NE is issued in lieu of LicenskdMN 00052 NE dated 14.07.1993.
License KhMN 00406 NE is issued in lieu of LicenskdMN 00062 NE dated 15.07.1993.
License KhMN 00409 NE is issued in lieu of Licenk@MN 00047 NE dated 13.07.1993.
License KhMN 00407 NE is issued in lieu of Licensk@MN 00104 NE dated 29.09.1993.
License KhMN 00417 NE is issued in lieu of Licenk@MN 00054 NE dated 14.07.1993.
License KhMN 00564 NE is issued in lieu of Licensk@MN 00106 NE dated 29.09.1993.

b) Mineral resources processing

Fixed assets used for processing:
Oil and gas processing sector of OJSC “Surgutnefist) is represented by one of the largest refineries
Russia — LLC “KINEF” with a processing capacity a20.1 million tonnes of oil per year and gas processcomplex
with a capacity of 7.3 billion cubic meters.
OIL REFINING
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The refinery, being one of the key units of the Cpany’s production complex, possesses state-of-ttie-a
technological equipment for oil refining and prodas more than 80 types of high quality products: kihds of motor
fuels, petrochemicals, waterproofing and roofing neaials, bases for synthetic detergents (“LAB-LABSConvenient
geographical location enables efficient delivery fiiished products to foreign and domestic markets.

GAS PROCESSING

The gas processing plant is a worthy representatbfethe Company in the hydrocarbon market, meetitige
challenges in the collection and utilization of assiated gas and producing a wide range of high-gitaproducts.

The Company annually performs modernization and oastruction of equipment and operational capacities
The issuer, its subsidiaries or affiliates do natgage any contractors to process mineral resourttesy produce.

c¢) Products marketing
Permits granted by authorized government agenoiesale of mineral resources and their processedugts and quotas,
including export quotas:
In accordance with RF Federal Law No. 147-FZ “On Naral Monopolies” dated 17.08.1995, a duly register olil
producer and an organization being a parent compaofyan oil producer are granted with the right ofcaess to the
system of Russian trunk pipelines and terminalsttansport oil out of the customs territory of theudsian Federation,
proportionally to the volumes of produced oil punthénto the system of trunk pipelines with a 100%unk pipeline
transmission capacity (subject to feasibility).

3.2.8. Additional requirements to be met by issuerg’hose primary activity is telecommunication servies
provision
Telecommunication services provision is not thenariy activity of the issuer.

3.3. Plans for the issuer’s future activity
There were no changes in the information containedthis section of the quarterly report

3.4. The issuer’s share in banking groups, bank hding companies, holdings and associations

There were no changes in the information containedthis section of the quarterly report

3.5. Organizations under the issuer’s control whictare material to the issuer

1. Full corporate naméimited Liability Company “Novgorodnefteproduct”
Abbreviated corporate namiet. C “Novgorodnefteproduct”
Location:Russia, Veliky Novgorod
INN: 5321059365
OGRN: 1025300788644
Reason(s) whereby the issuer exercises control teeorganization under control (equity positionthe organization
controlled by the issuer, trust deed, simple pastrip agreement, agency contract, shareholder mgree other
agreement in force the subject of which is the @gerof rights certified by the shares (stakesarobrganization under
the issuer’s controlequity position in the organization controlled blie issuer.
The characteristics of the issuer’s control exetiever the organization in respect to which tiseiés is a controlling
entity: right to control over 50 percent of votes in thepseme management body of the organization undes thsuer's
control.
Type of controldirect control
The issuer’s share in the charter capital of theredled organization100%
The share of the controlled organization in therignacapital of the issue®%
The issuer’s ordinary shares held by the contradieghnization0%
Description of the company’s core businggsicurement, storage and marketing of petroleum guzts.
The company’s Board of Directors (Supervisory Bard
No provision is made for the Board of Directors (Servisory Board).
Individual executive body of the company

Name The person’s share in the The issuer’s ordinary
charter capital of the shares held by the
issuer, %: person, %:
Serebrennikov Viktor Georgievich 0 0

The company’s collegiate executive body
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No provision is made for a collegiate executive lod

2. Full corporate namé:imited Liability Company Marketing Association Revnefteproduct
Abbreviated corporate namel. C “Pskovnefteproduct”

Location: Russia, Pskov

INN: 6027042337

OGRN:1026000970049

Reason(s) whereby the issuer exercises control theeorganization under control (equity positiorthe organization
controlled by the issuer, trust deed, simple pastnip agreement, agency contract, shareholder mgme other
agreement in force the subject of which is the @gerof rights certified by the shares (stakesirobrganization under
the issuer’s controlequity position in the organization controlled biie issuer.

The characteristics of the issuer’s control exextisver the organization in respect to which tiseids is a controlling
entity: right to control over 50 percent of votes in thepgeme management body of the organization undee th
issuer’s control.

Type of controldirect control

The issuer’s share in the charter capital of therotled organization100%
The share of the controlled organization in therighiaapital of the issue@%
The issuer’s ordinary shares held by the contradeghnization0%

Description of the company’s core businge®curement, storage and marketing of petroleum guets.
The company’s Board of Directors (Supervisory Board
No provision is made for the Board of Directors (8ervisory Board).

Individual executive body of the company

Name The person’s share in the The issuer’s ordinary
charter capital of the shares held by the
issuer, %: person, %:
Maleshin Yury Vladimirovich 0 0

The company'’s collegiate executive body
No provision is made for a collegiate executive od

3. Full corporate namé:imited Liability Company Marketing Association Evnefteproduct
Abbreviated corporate namet C “Tvernefteproduct”

Location: Russia, Tver, ul.Novotorzhskaya, 6

INN: 6905041501

OGRN: 1026900510647

Reason(s) whereby the issuer exercises control theeorganization under control (equity positiontlie organization
controlled by the issuer, trust deed, simple pastiip agreement, agency contract, shareholder mgrme other
agreement in force the subject of which is the @zerof rights certified by the shares (stakesarobrganization under
the issuer’s controlequity position in the organization controlled biig issuer.

The characteristics of the issuer’'s control exextiever the organization in respect to which tlseiés is a controlling
entity: right to control over 50 percent of votes in theggeme management body of the organization undes thsuer’s
control.

Type of control:direct control
The issuer’s share in the charter capital of therotled organization100%
The share of the controlled organization in therghiaapital of the issue@%
The issuer’s ordinary shares held by the contradieghnization0%
Description of the company’s core businggsicurement, storage and marketing of petroleum guzts.
The company’s Board of Directors (Supervisory Board
No provision is made for the Board of Directors (Servisory Board).

Individual executive body of the company

Name The person’s share in the The issuer’s ordinary
charter capital of the shares held by the
issuer, %: person, %:
Klinovsky Alexander Eduardovich 0.0025 0.0014

The company’s collegiate executive body

28



No provision is made for a collegiate executive od

4. Full corporate naméiimited Liability Company “Kaliningradnefteproduét
Abbreviated corporate namebl C “Kaliningradnefteproduct”

Location: Russia, Kaliningrad, Central District, ul. Komsontskaya, 22-b
INN: 3900000136

OGRN:1023900589240

Reason(s) whereby the issuer exercises control theeorganization under control (equity positiorthie organization
controlled by the issuer, trust deed, simple pastnip agreement, agency contract, shareholder mgme other
agreement in force the subject of which is the @gerof rights certified by the shares (stakesirobrganization under
the issuer’s controlequity position in the organization controlled bie issuer.

The characteristics of the issuer’s control exextiever the organization in respect to which tilseigs is a controlling
entity: right to control over 50 percent of votes in thepgeme management body of the organization undee th
issuer’s control.

Type of controldirect control

The issuer’s share in the charter capital of therodled organization100%
The share of the controlled organization in therehiacapital of the issue@%
The issuer’s ordinary shares held by the contradleghnization0%

Description of the company’s core busingeeicurement, storage and marketing of petroleum guets.
The company’s Board of Directors (Supervisory Board

No provision is made for the Board of Directors (Servisory Board).
Individual executive body of the company

Name The person’s share in the The issuer’s ordinary
charter capital of the shares held by the
issuer, %: person, %:
Berdnikov Igor Vladimirovich 0 0

The company’s collegiate executive body
No provision is made for a collegiate executive od

5. Full corporate namé:imited Liability Company “Oil Refining and Petrdeemical Facilities Design Institute”
Abbreviated corporate namelL.C “Lengiproneftekhim”

Location: Russia, Saint Petersburg, nab. Obvodnogo kanal&, 9

INN: 7810327462

OGRN: 1057803105755

Reason(s) whereby the issuer exercises control theeorganization under control (equity positiorthie organization
controlled by the issuer, trust deed, simple pastip agreement, agency contract, shareholder agmte other
agreement in force the subject of which is the @gerof rights certified by the shares (stakesirobrganization under
the issuer’s controlequity position in the organization controlled blie issuer.

The characteristics of the issuer’s control exextiever the organization in respect to which tilseigs is a controlling
entity: right to control over 50 percent of votes in thepeme management body of the organization undee th
issuer’s control.

Type of controldirect control

The issuer’s share in the charter capital of therodled organization100%
The share of the controlled organization in thertenacapital of the issue©%
The issuer’s ordinary shares held by the contradleghnization0%

Description of the company’s core businedssign of buildings and constructions including ptess design of
facilities and constructions for fuel, mining andrpcessing industry.
The company’s Board of Directors (Supervisory Board

No provision is made for the Board of Directors (8ervisory Board).
Individual executive body of the company

Name

The person’s share in th
charter capital of the

issuer, %:

e The issuer’s ordinary
shares held by the
person, %:

29



[ Lebedskoy-Tambiyev Mikhail Andreevich | 0 of

The company’s collegiate executive body
No provision is made for a collegiate executive pod

6. Full corporate namé:imited Liability Company “Kirishiavtoservis”
Abbreviated corporate namelLC “Kirishiavtoservis”
Location:196084, Russia, Saint Petersburg, ul.Smolenskay,lit. A
INN: 7840016802

OGRN: 1057807804064
Reason(s) whereby the issuer exercises control theeorganization under control (equity positiorthe organization
controlled by the issuer, trust deed, simple pastnp agreement, agency contract, shareholder mgmte other
agreement in force the subject of which is the @zerof rights certified by the shares (stakesjrobrganization under
the issuer’s control):
equity position in the organization controlled bige issuer.
The characteristics of the issuer’s control exextisver the organization in respect to which tiseids is a controlling
entity: right to control over 50 percent of votes in thememe management body of the organization undee th
issuer’s control.
Type of controldirect control
The issuer’s share in the charter capital of theretled organization100%
The share of the controlled organization in therghiaapital of the issue@%
The issuer’s ordinary shares held by the contradleghnization0%
Description of the company’s core busingg®icurement, storage and marketing of petroleum guets.
The company’s Board of Directors (Supervisory Board

No provision is made for the Board of Directors (Bervisory Board).

Individual executive body of the company

Name The person’s share in the The issuer’s ordinary
charter capital of the shares held by the
issuer, %: person, %:
Farbman Valery Evseevich 0 0

The company’s collegiate executive body
No provision is made for a collegiate executive od

7. Full corporate namé:imited Liability Company “Insurance Company “Sungtneftegas”
Abbreviated corporate namelL.C “Insurance Company “Surgutneftegas”
Location: Russia, Tyumenskaya Oblast, Khanty-Mansiysky Autorous Okrug — Yugra, Surgut
INN: 8602103061
OGRN:1028600581811
Reason(s) whereby the issuer exercises control theeorganization under control (equity positiorthie organization
controlled by the issuer, trust deed, simple pastnp agreement, agency contract, shareholder mgmte other
agreement in force the subject of which is the @gerof rights certified by the shares (stakesirobrganization under
the issuer’s controlequity position in the organization controlled blie issuer.
The characteristics of the issuer’s control exextiever the organization in respect to which tilseigs is a controlling
entity: right to control over 50 percent of votes in thepeme management body of the organization undee th
issuer’s control.
Type of controldirect control
The issuer’s share in the charter capital of therodled organization100%
The share of the controlled organization in therehiacapital of the issue@%
The issuer’s ordinary shares held by the contradleghnization0%
Description of the company’s core businge®viding various types of insurance.
The company’s Board of Directors (Supervisory Board
No provision is made for the Board of Directors (Servisory Board).

Individual executive body of the company

Name | The person’s share in tl1e The issuer’s ordineﬂry
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charter capital of the shares held by the
issuer, %: person, %:

Solovyeva Elvira Damirovna 0 0

The company’s collegiate executive body
No provision is made for a collegiate executive od

8. Full corporate namé:imited Liability Company “Production AssociatiotKirishinefteorgsintez”

Abbreviated corporate namet.C “KINEF"

Location: Russia, Leningradskaya Oblast, Kirishi

INN: 4708007089

OGRN: 1024701478735

Reason(s) whereby the issuer exercises control theeorganization under control (equity positiornthe organization
controlled by the issuer, trust deed, simple pastnip agreement, agency contract, shareholder agmte other
agreement in force the subject of which is the @gerof rights certified by the shares (stakesirobrganization under
the issuer’s controlequity position in the organization controlled blie issuer.

The characteristics of the issuer’s control exextisver the organization in respect to which tiseids is a controlling
entity: right to control over 50 percent of votes in thepgeme management body of the organization undee th
issuer’s control.

Type of controldirect control

The issuer’s share in the charter capital of therodled organization100%

The share of the controlled organization in therghiacapital of the issue@%

The issuer’s ordinary shares held by the contradieghnization0%

Description of the company’s core businesi$:refining, production and marketing of oil prodets: motor gasoline,
diesel and boiler fuels, petroleum bitumen, aron@kiydrocarbons and other refined and petrochemipabducts.
The company’s Board of Directors (Supervisory Board

No provision is made for the Board of Directors (8ervisory Board).
Individual executive body of the company

Name The person’s share in the The issuer’s ordinary
charter capital of the shares held by the
issuer, %: person, %:
Somov Vadim Evseevich 0.0086 0.0103

The company'’s collegiate executive body
No provision is made for a collegiate executive lpod

9. Full corporate namélosed Joint Stock Company “Surgutneftegasbank”

Abbreviated corporate nameéJSC “SNGB”

Location:628400 Russia, Khanty-Mansiysky Autonomous Okrulugra, Surgut, ul. Kukuyevitskogo, 19
INN: 8602190258

OGRN: 1028600001792

Reason(s) whereby the issuer exercises control theeorganization under control (equity positiorthe organization
controlled by the issuer, trust deed, simple pastnip agreement, agency contract, shareholder agmte other
agreement in force the subject of which is the @gerof rights certified by the shares (stakesirobrganization under
the issuer’s controlequity position in the organization controlled biie issuer

The characteristics of the issuer’s control exextisver the organization in respect to which tiseids is a controlling
entity: right to control over 50 percent of votes in thememe management body of the organization undee th
issuer’s control.

Type of controldirect control

The issuer’s share in the charter capital of therotled organization97.7591%
Fraction of the ordinary shares held by the iss@@12389%

The share of the controlled organization in therghiacapital of the issue€.0015%
The issuer’s ordinary shares held by the contradiegnization0.0018%
Description of the company’s core busindsmking.

The company’s Board of Directors (Supervisory Board
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Name

The person’s share in th
charter capital of the

e The issuer’s ordinary
shares held by the

issuer, %: person, %:
Barankov Vladislav Georgievich (Chairperson) 0.0139 0.0153
Burtsev Gennady Alekseevich 0 0
Zhernovkov Alexander Georgievich 0.0007 0.0001
Pospelova Natalia Evgenyevna 0.0002 0.0002
Druchinin Andrei Vladislavovich 0.0006 0.0004
Sobakinskikh Valery Leonidovich 0 0
Tarasova Olga Ivanovna 0 0

Individual executive body of the company

Name

The person’s share in th
charter capital of the
issuer, %:

e The issuer’s ordinary
shares held by the
person, %:

Korol Andrei Vitalyevich

0.0003

0.0003

The company'’s collegiate executive body

Name The person’s share in theThe issuer’s ordinary
charter capital of the shares held by the
issuer, %: person, %:
Korol Andrei Vitalyevich (Chairperson) 0.0003 0.0003

Chaplin Dmitry Vladimirovich 0 0
Chernozhukov Evgeny Nikolaevich 0 0
Krotov Sergei Grigoryevich 0 0
Potapova Vera Vladimirovna 0 0

The Board is the collegial executive body of CISENGB”.

3.6. Constitution, structure and cost of the issués fixed assets; information on plans to purchasegplace
and dispose of fixed assets as well as on all faocfsencumbrance of the issuer’s fixed assets

As of 30.06.2016
Unit of measurethousand RUB

Name of fixed assets group Historical Accumulated
(replacement) cost depreciation
Land and objects of environmental management 13,738,494
Buildings, structures and transfer mechanisms 2,352,851,506 1,775,875,74
Machinery, equipment and vehicles 538,992,627 424,572,09]
Perennial growing stock 103,830 15,048
Other types of fixed assets 4,408,430 3,275,915
TOTAL 2,910,094,887 2,203,738,80

Depreciation methods for different groups of fixesbets:

Historical (replacement) cost of fixed assets isdeemed through depreciation under the straight-limaethod in
conformity with depreciation rates calculated onetlibasis of useful life of such assets.

Reporting date30.06.2016

The results of the last revaluation of fixed assatd long-term leased fixed assets for the lastpéeted financial year,
specifying the date of revaluation, full and resid(net of depreciation) of book value of fixed etssbefore revaluation
and of full and residual (net of depreciation) esmgment cost of fixed assets with regard to thismlmation. The
information is provided for groups of fixed asséitgormation on depreciation methods for differgnbups of fixed assets.

Unit of measurethousand RUB
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Name of fixed assets | Full value prior | Residual (net of Date of Full Residual (net of
group to revaluation depreciation) | revaluation replacement depreciation)
value prior to cost after replacement
revaluation revaluation value after
revaluation
Land and objects of 13,930,668 13,930,668 31.12.2015 13,746,955 13356,
environmental
management
Buildings and structures | 2,260,244,332 553,618,886 31.12.2014 2,294,487,65663,319,189
Machinery, equipment | 491,285,760 108,030,102 31.12.2011 523,008,871 011565
and vehicles
Perennial growing stock | 97,803 83,975 31.12.2015 97,803 83,975
Other types of fixed asset4,061,816 952,760 31.12.2015 4,122,748 955,872
Total 2,769,620,379 676,616,391 31.12.2014 2,835,464,03%90,117,556

Specify the method of fixed assets revaluationn@she factors of the federal statistics body afarive authority or the
market value of such fixed assets supported by meats or expert opinions. In case of an expertiopjrspecify the
assessment procedurejvaluation of fixed assets was based on the reptaent cost of the fixed assets.

Specify any plans to purchase, replace and dispiofeeed assets, the value of which is 10 and npenesent of the value of
the issuer’s fixed assets and other fixed assetiseaissuer’s discretion. Specify all facts of embuance of the issuer’s
fixed assets (stating the nature of encumbrance,ddte when such encumbrance occurred, its duratiwh other
conditions at the issuer’s discretioay of the last day of the reporting quarter, theaee no plans to purchase, replace,
or dispose of fixed assets, the value of which @ahd more percent of the value of the Company’eefi assets as well
as facts of encumbrance of the issuer’s fixed asset

Section IV. Financial and operating activities of he issuer

4.1. Results of the issuer’s financial and operatactivities

The dynamics of indicators characterizing the foiahresults of the issuer including its profit diods calculated on the

basis of accounting (financial) statements

Standard (rules) of accounting (financial) statetmiém accordance with which the accounting (finahdigures are
calculatedRussian accounting standards (RSBU)

The unit of measure for the amount of uncoveres: lb®usand RUB

Indicator 2015, 6 months 2016, 6 months

Net profit margin, % 24.599

Asset turnover ratio, times 0.169 0.132
Return on assets, % 4.165

Return on equity, % 451

Uncovered loss as of the reporting date 0 141,896,13]
Uncovered loss as of the reporting date to boolevaf the assets, 0 4.023
%

The above indicators are based on the recommendsmbanting practices.

Economic analysis of profit/loss of the issuer lbasa the dynamics of these indicators as well asaes
which (according to the management bodies) ledhéoldss/profit of the issuer as shown in the actiogr(financial)
statementstoss from financial and business activities in 2QP® is caused by the reflection of the foreign exclyes
losses in the expenses according to change in ergiearates.

The opinions of the issuer's management bodiesrd@gathe reasons or level of their influence oa fimancial and
operating results of the issuer are differemt:
A member of the issuer’s Board of Directors (Sufsemy Board) or collegiate executive body has hEs/tlissenting
opinion on the specified reasons and/or level efrtimfluence on financial and operating resultgtef issuer, which is
recorded in the minutes of the meeting (sessiorthefissuer’s Board of Directors (Supervisory Bdavd collegiate
executive body considering relative issues, andga®for this opinion to be included in a quartezjyort:no.
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4.2. The issuer’s liquidity position, capital and arrent assets adequacy

The dynamics of indicators of the issuer’s liquigibsition calculated based on accounting (findhsiatements

Standard (rules) of accounting (financial) statetmiém accordance with which the accounting (finahdigures are
calculatedRussian accounting standards (RSBU)

The unit of measure for net working capithlousand RUB

Indicator 2015, 6 months 2016, 6 months
Net working capital 619,683,751 644,140,71()
Current liquidity ratio 4.611 4.854
Quick liquidity ratio 4.18 4.31

At the issuer’s discretion, the dynamics of indicatof the issuer’s liquidity position based on i&uer’s consolidated
accounting (financial) statements incorporatedénduarterly reporino.

The above indicators are based on the recommerdedrting practiceszes.

Economic analysis of the issuer’s liquidity andveoicy as well as adequacy of the issuer’s equifylfdl short-term
liabilities and cover current operating costs basedhe economic analysis of the above performavittea description
of factors which (in the opinion of the issuer'smagement bodies) have the most considerable irduen the issuer’s
liquidity and solvency

Changes in the net working capital and current amplick liquidity ratios are determined by changes the
volume of reserves.

Liquidity ratios are significantly higher than recmmended levels, which proves that the Company enjay
high level of financial solvency.

The opinions of the issuer's management bodiesrdagathe reasons or level of their influence oa fimancial and
operating results of the issuer are differemt:

A member of the issuer’s Board of Directors (Sujsemy Board) or collegiate executive body has lEs/flissenting
opinion on the specified reasons and/or level efrtmfluence on financial and operating resultgtaf issuer, which is
recorded in the minutes of the meeting (sessiorthefissuer’s Board of Directors (Supervisory Bdavd collegiate
executive body considering relative issues, andga®for this opinion to be included in a quartegjyort:no.

4.3. The issuer’s financial investments

As of 30.06.2016

Financial investments of the issuer constitutingn8l more percent of its total financial investmergf the last day
of the reporting period

Investments in the issuer’s equity securities

There are no investments in the issuer's equity wdties constituting 5 and more percent of all fimeial
investments.

Investments in the issuer’'s non-equity securities
There are no investments in non-equity securitiemstituting 5 and more percent of all financial istments.

The issuer has formed a reserve for devaluatiorfioncial investments in equity securities

The reserve for devaluation of financial investrseint equity securities as of the first and last déythe completed
financial year before the end date of the last répgpquarter:

- the reserve for devaluation of financial investmts as of 01.01.2015 and 31.12.2015 amounted to R08,000;

- the Company’s financial investments are shown labok value net of the amount of a reserve formed fbeir
devaluation.

Other financial investments
Object of financial investmentdeposits
Amount of the investments in money terr@€97,325,981
Unit of measurethousand RUB

Returns from the object of financial investmentdhe procedure of its determination, the paymenibgeinterests shall
accrue from the day following the day when the fumdvere received into the account till the day ofpdsit return
(charge-off) inclusive.

Additional information:no.
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Amount of potential losses due to bankruptcy ofaoigations (enterprises) in which investments Haen made, by each
type of such investmentso.

Losses are included in the issuer’s assessmeimasfdial investments shown in the issuer’'s accognsitatements for the
period from the beginning of the reporting yedrttie last day of the last reporting quarter.

Reporting standards (rules) used by the issuer a&enctalculations shown in this section of the aarértreport:in
accordance with Order No. 126n dated 10.12.2002haf RF Ministry of Finance “Accounting RegulationSFinancial
Investments Recognition” PBU 19/02".

4.4. The issuer’s intangible assets

As of 30.06.2016
Unit of measurethousand RUB

Name of intangible assets group Historical (replaceent) cost Accumulated
depreciation
TOTAL 1,236,150 803,306

Accounting standards (rules) used by the issudisidose information about its intangible assets:
- intangible assets are recorded at their actualisfiorical) cost determined as of the date when sumdsets were
recorded;
- the Company records intangible assets in accordanvith Order No. 153n dated 27.12.2007 of the Rinigtry of
Finance “On Approval of Accounting Regulations “Irangible Assets Accounting” PBU 14/2007".

Reporting date30.06.2016

4.5. Data on the issuer's policy and expenses focientific and technical development, licenses and
patents, new developments and research

Research and development (R&D) activity of the Comgny.

In 1H2016, the Company’s R&D Institute “SurgutNIPIeft” carried out 96 research projects, while third-
party contractors completed another 57 projects.ribg 6 months of 2016, the Company’s expenses 6B brojects
totaled RUB 1,257.423 mn.

Introduction and testing of new equipment and techology. Import substitution program.

1. Introduction of new operating procedures, prodution methods and equipment.

The section “Introduction of new operating procedes, production methods and equipment” of the
innovative plan for 2016 includes 247 projects taroduce new equipment and technology. As many &S brojects
to introduce new technology were carried out dugi® months of 2016.

Forty structural units of the Company were engagedintroduction of new operating procedures and new
types of production methods and equipment.

2. New equipment and technology testing.

The section “Pilot projects to test new equipmemidatechnology” of the innovative plan for 2016 inalles
149 projects. Subject to adjustments and amendméatthe plan, tests during 6 months of 2016 wererizl out
under a total of 108 projects. Tests of 19 moddls@w equipment were completed, 16 of them withifhes results.

3. Import substitution program.

In order to replace imported equipment, spare paatsd consumables with their domestic equivalent86D
items are to be manufactured in 2016, which tranga into savings of RUB 1,570.9 million.

During 6 months of 2016, there were 679 plannedite used with the economic benefit of more than RUB
849.6 million.

The Company'’s rationalization and invention activiies and acquisition of patents.

For 6 months of 2016, the Company drew up and sutted 5 applications to the Federal Institute of
Industrial Property (FIPS): 2 applications for stat registration of databased application for state registration of
software 1 application for state registration of an inventioand 1 application for state registration of a lity model.

The Company obtained 5 documents of title, inclugirone database, one software and three utility ratsd

There are no risk factors related to termination tifese documents of title.

Rospatent is currently reviewing 7 applicationsciading: 1 application for a trademark, 3 applicatns for
inventions, 1 application for a utility model an@ applications for software.

The obtained documents of title increased the costhe Company’s intangible assets by RUB 3,498.45
thousand in the first six months of 2016.
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Information on intellectual industrial property yantions, utility models, industrial prototypesademarks) of
the Company as &0.06.2016

Document of exclusive

Priority

Period of validity

No. Description of intellectual property rights (patent, certificate (Commencemgnt qf of doc_ument of
document of title) title
1 2 3 4 5
Trademark of STsBPO EPU (service mark) Certif. (Ng) 248903
1 dated 16.06.2003 02.11.1999 02.11.2019
Well stream stimulation method Patent (1) No. 22489
2 dated 10.08.2003 20.11.2000 20.11.2020
SPM and foreign objects protection device for dutoPatent (PM) No. 36994
3 valve (KOC) GUIBERSON during well operation dated 10.04.2004 28.08.2003 28.08.2016
Design of securing seating for derrick man Patent (PM) No. 36432
4 evacuation device at cluster rig dated 10.03.2004 06.10.2003 06.10.2016
Method of determination of SPM mass concentrg
5 |with scratch resistance over 5 units by Mohs sita ePatent () No. 227302 10.12.2003 10.12.2023
. dated 27.03.2006
a well production
BOP suspended manifold of modular-assembly rigs erR@PM) No. 43585
6 dated 27.01.2005 21.09.2004 21.09.2017
Tubing-casing annulus sealing tool Patent (1) N81L1525
7 dated 27.11.2007 10.01.2006 10.01.2026
Method of hydraulic fracturing Patent (1) No. 23285
8 dated 27.11.2007 10.01.2006 10.01.2026
Safety screen for fire monitor (options) Patent j. 65767
9 dated 27.08.2007 18.01.2007 18.01.2017
Automatic winding drum shelter UNKRT-2M Patent (PM). 67643
10 dated 27.10.2007 31.05.2007 31.05.2017
: Patent (PM) No. 72714
11 |Bottom-hole formation zone protector dated 27.04.2008 14.12.2007 14.12.2017
. . . Patent (PM) No. 73017
12 |Drilling bit design dtd 10.05.2008 14.12.2007 14.12.2017
Wash tank dewaxer Patent (PM) No. 79810
13 dtd 20.01.2009 14.02.2008 14.02.2018
Blowout valve Patent (PM) No. 80495
14 dated 10.02.2009 05.06.2008 05.06.2018
Loading control unit for natural gas liquids (NGL) Patent (PM) No. 89984
15 and commercial propane/butane mixture (CPBM dated 27.12.2009 18.05.2009 18.05.2019
Method to remove insulating lacquer coatings of
16 |lacquer-impregnated windings of electric motors, Patent (1) No. 239667( 04.05.2009 04.05.2029
. ; . : dated 10.08.2010
including submersible electric motors (SEM)
Design of an adsorber vessel Patent (PM) No. 102307
17 dated 27.02.2011 19.07.2010 19.07.2020
Restoration method of disturbed wetlands Patent (1) No. 2459397
18 (swamplands) dated 27.08.2012 22.09.2010 22.09.2030
Production tree heater Patent (PM) No. 113p02
19 dated 27.02.2012 20.07.2011 20.07.2021
Sludge pump Patent (PM) No. 124335
20 dated 20.01.2013 14.12.2011 14.12.2021
Method of determining kerogen parameters and jtsPatent (1) No. 2485495
21 content in rocks dated 20.06.2013 20.07.2011 20.07.2031
Method for repairing a coiled tubing without Patent (1) No. 2513319
22 removing the logging cable dated 18.02.2014 27.07.2012 27.07.2032
Stand for pneumatic tests of screwed pipe joints| telRdPM) No. 136570
23 dated 20.12.2014 01.10.2012 01.10.2022
Design of the liner running into the well drilled Patent (PM) No. 137571
24 under balance dated 20.03.2014 26.03.2013 26.03.2023
Open Joint Stock Company “Surgutneftegas” Certificz trademark
25 No. 438918 dated 06.05.2010 06.05.2020
09.06.2011
26 Equipment for multizone well survey and operatipnateat (PM) No. 131074 10.01.2013 10.01.2023

dated 10.08.2013
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Document of exclusive Priority Period of validity|

No. Description of intellectual property rights (patent, Certiﬁcate)(commenceme_nt af of doqument of
document of title) title
Turning casing float valve Patent (PM) No. 135706
27 dated 20 12.2013 23.07.2013 23.07.2023
Circular casing module Patent (PM) No. 146266
28 dated 03.09.2014 19.05.2014 19.05.2024
29 Mobile pumping unit Patent (PM) No. 159083 01.06.2015 01.06.2025

dated 29.12.2015
30 Tight connection design for running liner sections Patent (PM) No. 158893

with multi-stage hydraulic fracturing equipment. dated 22.12.2015 30.09.2015 30.09.2025
Electric submersible pump of a packet assembly| Patent (PM) No. 16144p
31 comprised of stages stacked in series dated 01.04.2016 30.04.2015 30.04.2025

4.6. Oil and gas industry trends analysis

The development of oil and gas industry in Russigpeénds greatly on the ongoing changes in the globial
and gas industry.

In 2015, the Russian oil and gas industry was irdlnced by significantly lower global oil price quatend
implemented changes in the tax legislation — “taxameuver”.

In the reporting period, the volume of oil producth in Russia increased by 1.4% compared with 20bd a
totaled 534 million tonnes. 54% of the crude produt was refined. The volume of oil refining at theuBsian
refineries exceeded 282 million tonnes, the prodantof basic petroleum products decreased by 5.1%e main
products output structure showed the reduction oanut (by 2.4%) and jet fuel, while the productiof gasoline and
diesel fuel increased by 1.4%.

In the reporting period, oil and gas companies teskd exploratory drilling to 817.7 thousand meters
17.7% down on the year 2014. On the contrary, depetent drilling increased by 11.6% and amounted2®,065.4
thousand meters.

The crude oil exports increased in 2015 comparedtie previous year, with the bulk of deliveries com
through the seaside terminals as before.

The Company is one of the leading vertically integed oil companies in Russia. At the end of 20115,
accounted for 12% of the industry production, ov&¥o of total Russian processing.

Oil production of the Company totaled 61.6 millidnnnes in 2015, which was 0.3% higher than in 2034.
crucial role in sustaining the oil production belars to East Siberian fields — in the reporting pediothis region
accounted for 13.7% of the Company’s total oil outp The Company annually develops new fields, stevto use
natural resources efficiently. Gas utilization byné Company reached 99.38% in 2015, which is onghaf highest
rates in the industry.

The Company increased the scope of developmenitirdyi by 5% against 2014 and reached 4,306.7
thousand meters. The exploratory drilling meteragemained on the level of 2014 and amounted to 20th@usand
meters. In the reporting period, the share of th@@pany in the development drilling in Russia wasoand 20%, in
the exploration drilling — over 25%.

In January-December 2015, the volume of oil refignat the Company’s refinery LLC “KINEF” totaled
18.8 million tonnes, which is more than 30% of pracked oil. The production of gasoline and diesel fug increased
and the production of mazut is decreased in theusture of products.

In 1H2016, the Russian oil and gas industry was floer influenced by significant fluctuations in oiprices
in the world market.

According to the State Enterprise “CDU TEK”", oil pduction in Russia in 1H2016 increased by 2.2%
compared with the corresponding period of the praws year and totaled 269.9 million tonnes of whiokier 50% was
delivered to the Russian refineries resulting in@lt 135 million tonnes processed.

The Russian oil companies increased the amount aflidg: exploratory — by 14.6% to 500.2 thousand
meters; development — by 16.6% to 12, 025.7 thodsaeters.

In 1Q2016, Russia increased the crude oil exporsnon-CIS countries against the same period of the
previous year. The crude oil exports via Transngfipeline system increased by 4.2% and totaled mibwen 109
million tonnes. The bulk of deliveries comes thrdughe seaside terminals, with an increase of 6.6¢amst the six
months of 2015.

In 1Q2016, the Company produced 30.6 million tonnet crude oil, which is 11.3% of the industry
production. Compared to the same period of 201% tompany increased the amount of drilling: devetopnt — by
5.3% to 2,210.8 thousand meters; exploratory — 990 to 102.3 thousand meters. The share of the Camypin the
development drilling in Russia was 18.4%, in thepdoration drilling — 20.5%. The amount of exploraty drilling of
the Company is one of the highest in the industry.

Oil refining throughput at LLC “KINEF” amounted to 9.7 million tonnes, which is 7.2% of Russian
refining volumes.
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4.7. Analysis of the factors influencing the issué&s activity

The Company’s financial results are affected by tfadlowing key factors:
hydrocarbon price trends on global and domestic rkets;

tax burden ratio;

foreign exchanges/national currency rate;

inflation rate and natural monopoly tariffs;

operating figures.

Hydrocarbon price trends on global and domestic rkets

The Company’s operation is mostly affected by aildapetroleum products prices on domestic and global
markets.

In 2Q2016, Brent price amounted to 45.6 USD/bbl. the reporting quarter, the oil price recovered
gradually against 1Q2016 with a growth amounted 34.5% or 11.7 USD/bbl. Compared to 2Q2015 the oit@
decreased by 26.4% (by 16.32 USD/bbl).

The weighted average Urals price showed the samearnhics. The oil price increased by 36.4% (11.7
USD/bbl) against 1Q2016 and amounted to 43.8 USD/litompared to the same period of the previous ydsa
decline in oil price amounted to 29.1% (17.96 USbip

The prices in the domestic market of Russia dep@mdexport alternatives and take into account seaabn
demand for hydrocarbons, changes in excise duties @l products and other factors. In 2Q2016, the igyited
average oil price in the open Russian market incsea by 38.4% against the previous quarter, and agathe same
quarter in 2015 decreased by 5.3% to 15.2 thousBhuB/tonne (West-Siberian petroleum province).

To fairly estimate the impact of the price factonadhe Company’s activities, it is essential to takeo
account the tax burden ratio, since any change dblgal oil quotations results in corresponding chaeg of export
duties and the Mineral Extraction Tax.

Tax burden ratio

In 2016 the oil and gas sector tax system continuecthange: Since January 2016, a new MET rate has
been in effect with the coefficient for crude expatuty rate calculation remaining at the same lexad in 2015, excise
duty rate on petroleum products are gradually inasng.

In the reporting period, the average duty rate forude oil to be exported to non-CIS countries inased by
22% against the previous quarter and amounted taBWSD/tonne and decreased by 48.5% against 2Q2(011%
times). At the same time, export duties reducectrfatr East-Siberian crude remained on a zero level.

Since 1 January 2016, the MET rate increased to 88@WB/ tonne (in 2015, it was 766 RUB/tonne). In the
reporting quarter, gradual recovery of oil price gtes in the global market and rising of national mency against
the US dollar was observed as compared to the previquarter, which led to increase of the MET effae rate by
50.5% (1.5 times). Under the influence of severattors (significant growth of base tax rate, strehgning of the US
dollar against the ruble, lowering global oil pricquotes), MET effective rate decreased by 13.2% garad to the
same period of last year.

Foreign exchanges/national currency rate

A significant part of the Company’s revenue from gort of crude oil and oil products is denominated i
foreign currency. As a result, any fluctuations ithe exchange rate of the Russian ruble to main cemcies strongly
influence the Company’s financial results, mostlge revenue figures.

During 2Q2016, national currency rising against thdS dollar occurred. As a result, the average US&e for
the quarter under review was 65.8883 RUB/USD, 11.T8wer than in the previous quarter. The USD/natiah
currency rate increased by 25.1% against 2Q2015.

Inflation rate and natural monopoly tariffs
The Company’s performance is adversely affectedirfiation growth rates and higher natural monopoly
tariffs because soaring prices drive up the Compangosts.

In the reporting quarter, Transneft tariffs for pipline transportation and service tariffs for orde@nd crude
delivery supervision did not change compared wittetprevious quarter. The tariffs were 6% higher dgst the
corresponding period of the previous year.

Inflation rate in 2Q2016 decreased as compared hie previous quarter and amounted to 1.2%, the irase
was 1.1% as compared against the same period irb201

Operating figures
In the reporting quarter, the Company’s crude prodition remained at the level of previous quarterscan
amounted to 15.3 million tonnes.
In 2Q2016, gas production totaled 2.4 billion cubgeters, 1.9% lower compared to the previous quaride
volume of gas production increased by 2.6% compa@@Q2015. The Company’s gas processing plant pesed 1.5
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billion cubic meters of gas, a 9.5% decrease agathg previous quarter. The volume of gas productimcreased by
2.9% compared to 2Q2015.

In 2Q2016, the amount of development drilling inased by 20.3% against the previous quarter and lexta
1,207.3 thousand meters, and increased by 7.7% r&jahe same period in 2015. The exploratory dritii meterage
amounted to 48.7 thousand meters, 15.4% less agjathe previous quarter. The volume of exploratodyilling
remained almost at the same level compared to 23201

The Company generated 1,301.4 million kWh of eléctpower at its gas turbine power stations, whicha
5.2% decrease from the previous quarter. Comparthe same period of 2015, it means a 2.4% increase

4.8. The issuer’s competitors

The main Company’s competitors in terms of prodweti operation are Russian vertically integrated oil
companies: LUKOIL, Rosneft, Gasprom neft, Bashnedfyd Tatneft n.a. D.V.Shashnin.

Key competitive strengths of the Company includeursd resource base and availability of advanced
equipment and technologies for oil production whichnsure development of difficult-to-recover resesvand
enhanced oil recovery at the Company’s fields.

Key competitive strengths of the refining segmemtlude high quality of products and close proximibtf
the Company'’s refinery to the sea ports and own keting outlets which ensure efficient petroleum mhacts supply.

The Company’s key competitive strength in the gaster is the complete cycle for production, utiltzan
and processing of associated petroleum gas.

Section V. Detailed data on members of the issuerraanagement bodies, the
Issuer’s agencies supervising its financial and busess activities, and summary on
its staff (employees)

5.1. Structure and terms of reference for the issus management bodies

Full description of the structure of the issueramagement bodies and their terms of referencedardance
with the issuer’s charter (constituent documents):

The general shareholders’ meeting is the supremanmagement body of the Company.

The Board of Directors carries out the general magement of the Company’s activities and has the tigb
make decisions on any matters concerning the Comgaractivities except those, which the Company’sa@hr limits
to the terms of reference for the general sharehelsf meeting. The members of the Board of Directénghe number
determined by a resolution of the Company’s genesdlareholders’ meeting are elected by the annuahgel
shareholders’ meeting in the order stipulated byet@ompany’s Charter for a term lasting till the neannual general
shareholders’ meeting. The members of the Boardifectors can be re-elected an unlimited numberthes.

Director General is the individual executive bodyf the Company and manages the Company’s current
activities in the order and within the terms of mence determined by the Company’s Charter as vl in
accordance with resolutions of the Board of Direcsoand the general shareholders’ meeting. The Comya Board
of Directors appoints Director General of the Compafor a five-year period. At expiration of DirectdGeneral’s
term of office, the Board of Directors can appoititis person for the same period an unlimited numbartimes.

Director General reports to the Board of Directoand the Company’s general meeting of shareholders.

The powers of the Company’s management bodies atemnined by the Company’s Charter.

The terms of reference for the Company’s general stieholders’ (members’) meeting, as determined by
its Charter (constituent documents).

The terms of reference for the general shareholderseeting include the following issues (the resdhuts on
these issues are adopted if shareholders who owmentiban 50% of the Company’s voting shares and tadaat in the
general shareholders’ meeting have voted for itcept as otherwise provided by the Company’s Charter

1) To amend the Company’s Charter or to approve @empany’s Charter in a new wording excluding cases
stipulated by the Federal Law “On Joint Stock Commas” and the Company’s Charter

2) To decrease the charter capital through reductiof par value of shares, acquisition of a portiaf shares
by the Company to reduce their total amount or tedeem partly paid-in shares and through redemptiohshares
acquired or bought back by the Company

3) To approve the Company’s annual reports and aahaccounting statements, including profit and loss
accounts (profit and loss statements) of the Comypamd its profit and loss distribution

4) To adopt a resolution to pay annual dividends,approve the dividend size and the form of its eyt on
shares of each category (type). Such resolutiormd@opted on the Board of Directors’ recommendatiorhe annual
dividend size can not exceed the size recommengatidoBoard of Directors

5) To elect members to the Company’s Auditing Cortted and to terminate their powers ahead of schedul
to approve the Company’s Regulations on the Auditi@ommittee
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6) To adopt resolutions to restructure the Company

7) To adopt resolutions to liquidate the Compang,appoint the liquidation commission and approveaenm
and final liquidation balance sheets

8) To determine the number of members of the ComyarBoard of Directors, to elect members to the Bdba
of Directors and terminate their powers ahead ohsdule

9) To determine the amount of declared shares, thear value, their category (type) and rights grat by
these shares

10) To approve the Company’s auditor

11) To determine the procedure of a general sharieleos’ meeting

12) To establish the counting commission

13) To determine the procedure following which tl@mpany provides information (materials) subject to
presentation to shareholders while preparing forgeneral shareholders’ meeting, including choice afpress agency
in case of publication

14) To carry out share split and share consolidatio

15) To adopt a resolution on the Company’s approwedlinterested party transactions in accordance lwihe
Federal Law “On Joint Stock Companies”

16) To adopt a resolution on the Company’s approeélmajor transactions in accordance with the Fedér
Law “On Joint Stock Companies”, Article 79, Item 3

17) To increase the Company’s charter capital thgiu placement of additional ordinary shares through
public subscription if the quantity of the ordinarghares to be additionally placed exceeds 25 peroéithe ordinary
shares previously placed

18) To increase the Company’s charter capital thgiu placement of additional shares through private
subscription;

19) To place equity securities convertible into sba through private subscription. To place througtublic
subscription convertible equity securities whichrcéde converted into ordinary shares exceeding 25cpat of the
ordinary shares previously placed

20) To increase the Company’s charter capital thghuincrease in par value of shares

21) To pass a resolution to participate in holdirg@mpanies, financial and industrial groups, assotians
and other unions of business

22) To approve internal documents governing theigities of the Company’s bodies

23) Other issues provided for by the law of the Bias Federation currently in force.

Issues within the terms of reference for the genkshareholders’ meeting cannot be delegated to Bward of
Directors and Director General of the Company.

The terms of reference for the Company’s Board of Dectors (Supervisory Board), as determined by its
Charter (constituent documents).
The terms of reference for the Board of Directorsciude the following issues:

1) To submit issues stipulated by the Company’s @&iato a general shareholders’ meeting for adopgira
resolution

2) To recommend the size of dividends to be paidhareholders and the procedure for dividend payrnen

3) To determine priority lines of the Company’s agty

4) To convene annual and extraordinary general shholders’ meetings of the Company

5) To adopt the agenda for general shareholders’atiegs

6) To determine the date for making up the list pérsons having the right to participate in a genéra
shareholders’ meeting as well as the date, venud time of a general shareholders’ meeting, inforngirshareholders
of holding a meeting, of the list of materials (iofmation) to be presented to shareholders while gaeng for a
general shareholders’ meeting, of the form and tesfta ballot paper

7) To preliminarily approve annual reports, balanaheets, profit and loss accounts of the Company

8) To increase the Company’s charter capital thrduglacement by the Company of:

additional ordinary shares through public subscriph within the quantity and the category (type) of
declared shares if the quantity of the ordinary glea to be placed additionally amounts to 25% orsled the ordinary
shares placed earlier by the Company

- additional preference shares through public sulbigtion

- additional shares at the expense of the Comparpraperty;

9) To approve reports on results of issues and fages of the Company’s shares by the Company

10) To amend the Company’s Charter after an increais its charter capital resulting from an increase
the par value of shares

11) To amend the Company’s Charter after an increas its charter capital resulting from the placemeof
additional shares

12) Placement by the Company of:

- bonds and other equity securities convertibledrghares if the mentioned bonds (other equity sétes) are
placed through public subscription and can be conesl into the Company’s ordinary shares amounting 25% or
less of the ordinary shares placed eatrlier;
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- bonds and other equity securities if they are nobnvertible into the Company’s shares under the
subscription terms;

13) To determine the market value of the Compangtsperty

14) To purchase and buy back shares, bonds and o#fezurities placed by the Company in cases stipada
by the Company’s Charter

15) To dispose of shares purchased and bought bagkthe Company and of shares which came to the
disposal of the Company due to the fact that thieiryers have not fulfilled their payment obligations

16) To elect the Chairperson of the Board of Direcs and the Deputy Chairperson of the Board of Daters
out of the members of the Board of Directors

17) To appoint the Director General of the Compartg, determine the size of bonuses and compensations
paid to him

18) To recommend the size of bonuses and compensatpaid to the members of the Company’s Auditing
Committee and to determine the amount of auditos&rvice payment

19) To determine ways of application of the Compaeserve, purpose-oriented and other funds

20) To approve the Company’s internal documentslaring those internal documents which, in conforngit
with the Federal Law “On Joint Stock Companies”, atto be approved by a General shareholders’ meetarng other
internal documents of the Company which, accorditmthe Company’s Charter, are to be approved by Bieector
General

21) To establish branches and to open represengatffices of the Company

22) To amend the Company’s Charter because of negdiablished branches and representative officed an
their liquidation

23) To adopt resolutions on the Company’s approeéimajor transactions in accordance with the Fedéra
Law “On Joint Stock Companies”

24) To adopt resolutions on the Company’s approwediinterested party transactions in accordance witre
Federal Law “On Joint Stock Companies”

25) To approve the Company’s registrar, to approaad to cancel an agreement with the Company’s
registrar

26) Other issues, as provided by the law of the as Federation.

The terms of reference for the individual and collgial executive bodies of the Company, as providedyhts
Charter (constituent documents).

The terms of reference for Director General of ti@mpany include the following:

1) To implement resolutions of a general sharehaisleneeting and the Company’s Board of Directors

2) To issue orders, instructions, decrees, direatioand other acts concerning the Company’s acted]
which all the Company’s employees are required eildw

3) Within the rights granted to him/her, to takelalecessary actions to exercise legal powers tespss, use
and dispose of the Company’s property, includingnctusion of contracts on acquisition and alienationf the
Company’s property, loan, credit, and other agreartseon behalf of the Company and in accordance wikte law of
the Russian Federation currently in force and thegsent Charter

4) To act on behalf of the Company in relations tviany Russian or foreign legal and natural persoris,
sign contracts and agreements in the Russian Fedieraand abroad, to carry out other transactions drehalf of the
Company including signing contracts on acquisitiosf property accounting for up to 25% of the booklve of the
Company’s assets as per the Company’s accountiatgestents as of the last reporting date, to employ Company’s
reserve, purpose-oriented and other funds in coraptie with the directions of the Company’s Board Directors, to
give letters of attorney to carry out transactions, open settlement accounts and other accountdwidnks and other
organizations and institutions

5) To deal with issues concerning investments ie thevelopment of enterprises and organizations

6) To approve and change the Company’s structuegstablish and abolish the Company’s structuralits
to approve the provisions on the Company’s strueiuunits

7) To approve the manning table, office expensesinestes, amount and type of compensation for the
Company’s employees as well as Internal Labor Regigins and job descriptions for all categories diet Company’s
employees

8) To employ, appoint, dismiss, and discharge thentpany’s employees, heads of structural units, to
determine their salaries and bonuses as well asimtives for and sanctions against them, to passohesons on their
material responsibility, to sigh employment agreamtge(contracts) with employees on behalf of the Gumany

9) To take decisions on the social developmenthef Company and its subsidiaries

10) On behalf of the Company, to pass resolutionsraise claims and take legal actions against legald
natural persons both in the Russian Federation aaliroad, as determined by the legislation.

The Director General of the Company also has thght to pass resolutions on management of any cutren
activities of the Company and its subsidiaries, aimido not pertain to the terms of reference for thyeneral
shareholders’ meeting and the Company’s Board ofr&itors. The Director General passes resolutions isaues
within his/her terms of reference independently.

For a period of his/her absence and under any othdrcumstances, the Director General has the rigtat
appoint any of the Company’s officials as an actimjrector General.
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For the last reporting period the issuer’s chartéronstituent documents) or internal documents gavialg the
activities of the issuer’s bodies were amended

Information on the amendments made into the issudrarter and internal documents governing theviies of
the issuer’s bodies for the last reporting period:

The resolution of Annual General Meeting of Shareliers of OJSC “Surgutneftegas” No. 27 dated
30.06.2016 the following amendments to the Regulas on the Board of Directors of OJSC “Surgutnefteg’ were
made:

1) To present Clause 5.2 of the Regulations in fbéowing wording:

“5.2. Under the resolution of the general sharelgrs’ meeting of the Company, the members of the
Company’s Board of Directors who do not act as Gtmaan of the Board of Directors or Director Generalf the
Company and are not employees of the Company shalpaid remuneration, the amount of which is deténad in
accordance with the resolution of the Company's geal shareholders’ meeting, during the period whehey
perform their duties.

The basic remuneration for each member of the BoasfiDirectors specified in the first paragraph ohis
clause is RUB 4,000,000 (four million). The membeo$ the Board of Directors who acted as chairmen thfe
committees of the Board of Directors shall be padditional remuneration in the amount of RUB 1,000 (one
million).

The Board of Directors has the right to recommend the general shareholders’ meeting to reduce the
amount of remuneration to individual members of tHgoard of Directors in relation to the basic remuration, if
they participated in less than half meetings of tB®ard of Directors during the period when they permed their
duties.

The amounts of remuneration determined by the Regidns include taxes payable by a member of the
Board of Directors in accordance with the currentuRsian legislation. The payment of remuneration sffeed in this
clause of the Regulations shall be made not lateart 30 calendar days from the date of the generahieholders’
meeting of the Company which passed the resolutiopay remuneration to the members of the Boardfectors.”

2) To present Clauses 6.15 and 6.16 of the Regatatiin the following wording:

“6.15. The Corporate Secretary shall perform thenfttions of the secretary of the Board of Directors.

6.16. The procedure for the appointment of the @orate Secretary of the Company and exercise oftes
functions is determined by the Regulations on therforate Secretary of the Company approved by theaml of
Directors.”

5.2. Members of the issuer's management bodies

5.2.1. The issuer’s Board of Directors (Supervisordoard)

Name:Erokhin Vladimir Petrovich
(Chairman)

Year of birth:1949
Educationigher professional

All positions held by the person in the issuer atiter organizations over the last 5 years andestgmt, including
outside employment, in date order

Period Organization Position
from by
2011 present Open Joint Stock Company “Surgutna$teg | Chairman of the Board of Directorfs

The person’s share in the charter capital of theds %:0.0104

The issuer’s ordinary shares held by the persorf).0d:26

Participation in the work of the committees of tBeard of Directors:;The member of the Board of Directors
(Supervisory Board) does not participate in the \waf the committees of the Board of Directors (Supisory Board)
Share of the person in the charter (share) cgitatual fund) of the issuer’s subsidiaries andiafés: The person does
not have such shares

Nature of any kinship with other persons who aremimers of the issuer's management bodies and/orciagen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persorafty financial, tax/charge, securities marketatioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againghe person

Positions held by such person in management bodfiesommercial organizations during the period whemty
bankruptcy proceedings and/or a bankruptcy proeedere initiated in relation to such organizatiassprovided for in
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the bankruptcy (insolvency) legislation of the Rass-ederationThe person did not hold such positions

Name:Bogdanov Vladimir Leonidovich
Year of birth:1951
Educationhigher professional, Doctor of Economics

All positions held by the person in the issuer atider organizations over the last 5 years and esgmt, including
outside employment, in date order

Period Organization Position
from by
2011 present Open Joint Stock Company “Surgutna$teg | Director General
2011 present Open Joint Stock Company “Surgutnasteg | Vice Chairperson of the Board of
Directors

2011 May 2012 Closed Joint Stock Company Chairman of the Board of Director
“Surgutneftegasbank”

2011 June 2012 Open Joint Stock Company “Oil Company | Member of the Board of Directors
“Rosneft”

2011 January 2013 | Limited Liability Company “National Member of the Board of Directors
Petroleum Consortium”

The person’s share in the charter capital of thedag %:0.3028
The issuer’s ordinary shares held by the persor).3673

Participation in the work of the committees of tBeard of Directors:;The member of the Board of Directors
(Supervisory Board) does not participate in the \waf the committees of the Board of Directors (Supisory Board)

Share of the person in the charter (share) capitatual fund) of the issuer’s subsidiaries andiaffs: The person does
not have such shares

Nature of any kinship with other persons who aremimers of the issuer's management bodies and/orciagen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persorafty financial, tax/charge, securities marketatioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againshe person

Positions held by such person in management bodfiesommercial organizations during the period whemty
bankruptcy proceedings and/or a bankruptcy proeedere initiated in relation to such organizatiassprovided for in
the bankruptcy (insolvency) legislation of the Rasg=ederationThe person did not hold such positions

Name:Bulanov Alexander Nikolaevich
Year of birth:1959
Educationhigher professional

All positions held by the person in the issuer aider organizations over the last 5 years and esqmt, including
outside employment, in date order

Period Organization Position
from by
2011 present Open Joint Stock Company “Surgutnaéteg | Chief Engineer — First Deputy
Director General.
2011 present Open Joint Stock Company “Surgutna$teg | Member of the Board of Directors

The person’s share in the charter capital of thedg %:0.0005
The issuer’s ordinary shares held by the persor).2802

Participation in the work of the committees of tBeard of Directors:;The member of the Board of Directors
(Supervisory Board) does not participate in the kaf the committees of the Board of Directors (Sugisory Board)

Share of the person in the charter (share) caitaiual fund) of the issuer’s subsidiaries andiafés:
The person does not have such shares

Nature of any kinship with other persons who aremimers of the issuer's management bodies and/orciagen
supervising the issuer’s financial and businesisiies: No such kinship

Administrative actions taken against such persorafty financial, tax/charge, securities marketatioins or criminal
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prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againghe person

Positions held by such person in management bodfiesommercial organizations during the period whary
bankruptcy proceedings and/or a bankruptcy proeedere initiated in relation to such organizatiassprovided for in
the bankruptcy (insolvency) legislation of the Rasg~ederationThe person did not hold such positions

Name:Dinichenko Ivan Kalistratovich

Year of birth:1946

Educationigher professional

All positions held by the person in the issuer atider organizations over the last 5 years and esemt, including
outside employment, in date order

Period Organization Position

from by

June 2014 present Open Joint Stock Company “Swefiettas Member of the Board of Directors

The person’s share in the charter capital of thees %:0.0003
The issuer’s ordinary shares held by the persorg %:
Participation in the work of the committees of Bward of Directors

Committee Chairman

Audit Committee of the Board of Directors No

Share of the person in the charter (share) capitatual fund) of the issuer’s subsidiaries andiaffs: The person does
not have such shares

Nature of any kinship with other persons who aremipers of the issuer's management bodies and/orciegen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persorafty financial, tax/charge, securities marketatioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againghe person

Positions held by such person in management bodfiesommercial organizations during the period whary

bankruptcy proceedings and/or a bankruptcy proeedare initiated in relation to such organizatiasgprovided for in
the bankruptcy (insolvency) legislation of the Rasg-ederationThe person did not hold such positions

Name:Krivosheev Viktor Mikhailovich
Year of birth:1953
Educationigher professional

All positions held by the person in the issuer atider organizations over the last 5 years and eggmt, including
outside employment, in date order

Period Organization Position

from by

June 2014 present Open Joint Stock Company “Swefiettas” | Member of the Board of Directors

The person’s share in the charter capital of thedg %:0.0064
The issuer’s ordinary shares held by the persor.0®72

Participation in the work of the committees of tBeard of Directors:;The member of the Board of Directors
(Supervisory Board) does not participate in the \af the committees of the Board of Directors (Suypisory Board)

Share of the person in the charter (share) cgitatual fund) of the issuer’s subsidiaries andiafés: The person does
not have such shares

Nature of any kinship with other persons who aremimers of the issuer's management bodies and/orciagen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persorafty financial, tax/charge, securities marketafioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againghe person

Positions held by such person in management bodfiesommercial organizations during the period whemy
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bankruptcy proceedings and/or a bankruptcy proeedare initiated in relation to such organizatiassprovided for in
the bankruptcy (insolvency) legislation of the Rass-ederationThe person did not hold such positions

Name:Matveev Nikolai lvanovich
Year of birth:1942
Educationhigher professional

All positions held by the person in the issuer aider organizations over the last 5 years and etqmt, including
outside employment, in date order

Period Organization Position

from by

2011 present Open Joint Stock Company “Surgutna$teg | Member of the Board of Directors

No share in the charter capital of the issuer/ordiry shares

Participation in the work of the committees of Bward of Directors

Committee Chairman

Audit Committee of the Board of Directors No

Share of the person in the charter (share) cgitatual fund) of the issuer’s subsidiaries andiafés: The person does
not have such shares

Nature of any kinship with other persons who aremimers of the issuer's management bodies and/orciagen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persorafty financial, tax/charge, securities marketafioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againghe person

Positions held by such person in management bodfiesommercial organizations during the period whemy
bankruptcy proceedings and/or a bankruptcy proeedare initiated in relation to such organizatiasgprovided for in
the bankruptcy (insolvency) legislation of the Rass-ederationThe person did not hold such positions

Name:Raritsky Vladimir lvanovich
Year of birth:1940
Educationhigher professional

All positions held by the person in the issuer atiter organizations over the last 5 years andesgmt, including
outside employment, in date order

Period Organization Position

from by

June 2014 present Open Joint Stock Company “Sweffatas” | Member of the Board of Directors

The person’s share in the charter capital of thedg %:0.0079
The issuer’s ordinary shares held by the persor).2889

Participation in the work of the committees of tBeard of Directors:The member of the Board of Directors
(Supervisory Board) does not participate in the \af the committees of the Board of Directors (Supisory Board)

Share of the person in the charter (share) cgitatual fund) of the issuer’s subsidiaries andiafés: The person does
not have such shares

Nature of any kinship with other persons who aremimers of the issuer's management bodies and/orciagen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persorafty financial, tax/charge, securities marketatioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againshe person

Positions held by such person in management bodfiesommercial organizations during the period whery
bankruptcy proceedings and/or a bankruptcy proeedare initiated in relation to such organizatiassprovided for in
the bankruptcy (insolvency) legislation of the Rasg-ederationThe person did not hold such positions

Name:Usmanov lldus Shagalievich
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Year of birth:1954
Educationigher professional

All positions held by the person in the issuer aider organizations over the last 5 years and esqmt, including
outside employment, in date order

Period Organization Position
from by
June 2014 present Open Joint Stock Company “Sweffattas” | Member of the Board of Directors

The person’s share in the charter capital of theds %:0.0018
The issuer’s ordinary shares held by the persor).2822

Participation in the work of the committees of tBeard of Directors:;The member of the Board of Directors
(Supervisory Board) does not participate in the kaf the committees of the Board of Directors (Sugisory Board)
Share of the person in the charter (share) capitatual fund) of the issuer’s subsidiaries andiaffs: The person does
not have such shares

Nature of any kinship with other persons who aremipers of the issuer's management bodies and/orciegen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persorafty financial, tax/charge, securities marketatioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againghe person

Positions held by such person in management bodfiesommercial organizations during the period whary
bankruptcy proceedings and/or a bankruptcy proeedere initiated in relation to such organizatiassprovided for in
the bankruptcy (insolvency) legislation of the Rasg-ederationThe person did not hold such positions

Name:Shashkov Vladimir Aleksandrovich
Year of birth:1946
Educationigher professional

All positions held by the person in the issuer atiter organizations over the last 5 years andestgmt, including
outside employment, in date order

Period Organization Position
from by

June 2012 present Open Joint Stock Company “Swefietas” | Member of the Board of Directors

The person’s share in the charter capital of theds %:0.0094
The issuer’s ordinary shares held by the persor).0d15

Participation in the work of the committees of Bmard of Directors

Committee Chairman
Audit Committee of the Board of Directors Yes

Share of the person in the charter (share) cgitatual fund) of the issuer’s subsidiaries andiafés: The person does
not have such shares

Nature of any kinship with other persons who aremipers of the issuer's management bodies and/orciegen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persorafty financial, tax/charge, securities marketafioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againghe person

Positions held by such person in management bodfiesommercial organizations during the period whary
bankruptcy proceedings and/or a bankruptcy proeeduare initiated in relation to such organizatiasgrovided for in
the bankruptcy (insolvency) legislation of the Rasd~ederationThe person did not hold such positions

5.2.2. Individual executive body of the issuer

Name:Bogdanov Vladimir Leonidovich
Year of birth:1951
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Educationhigher professional, Doctor of Economics
All positions held by the person in the issuer aider organizations over the last 5 years and esqmt, including
outside employment, in date order

Period Organization Position
from by
2011 present Open Joint Stock Company “Surgutnasteg | Director General
2011 present Open Joint Stock Company “Surgutnaéteg | Vice Chairperson of the Board of
Directors

2011 May 2012 Closed Joint Stock Company Chairman of the Board of Director
“Surgutneftegasbank”

2011 June 2012 Open Joint Stock Company “Oil Company | Member of the Board of Directors
“Rosneft”

2011 January 2013 | Limited Liability Company “National Member of the Board of Directors
Petroleum Consortium”

The person’s share in the charter capital of thedag %:0.3028

The issuer’s ordinary shares held by the persor).3673

Share of the person in the charter (share) caitaiual fund) of the issuer’s subsidiaries andiafés:
The person does not have such shares

Nature of any kinship with other persons who aremimers of the issuer's management bodies and/orciagen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persorafty financial, tax/charge, securities marketatioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againghe person

Positions held by such person in management bodfiesommercial organizations during the period whemty
bankruptcy proceedings and/or a bankruptcy proeedere initiated in relation to such organizatiassprovided for in
the bankruptcy (insolvency) legislation of the Rasg-ederation:The person did not hold such positions

5.2.3. The issuer’s collegiate executive body
No provision is made for a collegiate executive lpod

5.3. Remuneration and/or compensation for expensésr each management body of the issuer

Remuneration for each management body (excepthirindividual who performs the functions of the iindual
executive body of the issuer). Specify all typeseshuneration, including salary, bonuses, commissibenefits and/or
compensations for expenses and other materialseptations:

Remuneration
Board of Directors
Unit of measurethousand RUB

Indicator 2016, 6 months
Remuneration for the participation in the work penfied by the management body 10,037.9
Salary
Bonus
Commission
Other types of remuneration 88.8
TOTAL 10,126.7

Data on existing agreements in relation to suchyeags in the current financial yeaemunerations are paid to the
members of the Company’s Board of Directors in aotance with the Company’s Charter.

Compensation
Unit of measurethousand RUB
Management body 2016, 6 months
Board of Directors 1,816.6
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Additional information:no.

5.4. Structure and terms of reference for the agemes supervising the issuer’s financial and business
activities and organization of risk management systm and internal control

There were no changes in the information containedthis section of the quarterly report

5.5. Members of the agencies supervising the isstgfinancial and business activities

Agency supervising the issuer’s financial and besgactivitiesAuditing Committee
Name:Klinovskaya Taisiya Petrovna

(Chairman)

Year of birth:1946

Educationigher professional

All positions held by the person in the issuer atider organizations over the last 5 years and esgmt, including
outside employment, in date order

Period Organization Position
from by
2011 January 2013 Open Joint Stock Company “Suefigtpas” | Financial Division Head
June 2012 June 2014 Open Joint Stock Company “&hefjegas” | Member of the Board of Directorg

The person’s share in the charter capital of thees %:0.0091

The issuer’s ordinary shares held by the persor).2853

Share of the person in the charter (share) caitaiual fund) of the issuer’s subsidiaries andiafés:
The person does not have such shares

Nature of any kinship with other persons who aremipers of the issuer's management bodies and/orciegen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persarafty financial, tax/charge, securities marketatioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againshe person

Positions held by such person in management bodfiesommercial organizations during the period whery
bankruptcy proceedings and/or a bankruptcy proeedere initiated in relation to such organizatiassprovided for in
the bankruptcy (insolvency) legislation of the Rasg-ederationThe person did not hold such positions

Name:Oleynik Tamara Fedorovna
Year of birth:1947

Educationsecondary professional

All positions held by the person in the issuer aider organizations over the last 5 years and etemt, including
outside employment, in date order

Period Organization Position

from by

No share in the charter capital of the issuer/ordiry shares

Share of the person in the charter (share) cajpitatual fund) of the issuer’s subsidiaries andiafés: The person does
not have such shares

Nature of any kinship with other persons who aremimers of the issuer's management bodies and/orciagen
supervising the issuer’s financial and businesiyities: No such kinship

Administrative actions taken against such persarafty financial, tax/charge, securities marketatioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againshe person

Positions held by such person in management bodfiesommercial organizations during the period whamy
bankruptcy proceedings and/or a bankruptcy proeedare initiated in relation to such organizatiassprovided for in
the bankruptcy (insolvency) legislation of the Rasg-ederationThe person did not hold such positions

Name:Musikhina Valentina Viktorovna

48



Year of birth:1960

Educationssecondary professional

All positions held by the person in the issuer atider organizations over the last 5 years and esgmt, including
outside employment, in date order

Period Organization Position
from by
May 2011 June 2012 Open Joint Stock Company “Sogfte#gas” | Deputy Head of Accounting and
Reporting Division

No share in the charter capital of the issuer/ordiry shares

Share of the person in the charter (share) cajpitatual fund) of the issuer’s subsidiaries andiatés: The person does
not have such shares

Nature of any kinship with other persons who aremimers of the issuer's management bodies and/orciagen
supervising the issuer’s financial and businesisities: No such kinship

Administrative actions taken against such persarafty financial, tax/charge, securities marketatioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againshe person

Positions held by such person in management bodfiesommercial organizations during the period whery
bankruptcy proceedings and/or a bankruptcy proeedare initiated in relation to such organizatiassprovided for in
the bankruptcy (insolvency) legislation of the Rasg-ederationThe person did not hold such positions

Agency supervising the issuer’s financial and besgactivitiesOther
Internal Audit Service

Head of such separate business unit (body) ofsteer
Position of the head of the business udiad of service
Name:Arteeva Alexandra lvanovna

Year of birth:1959

Educationhigher professional

All positions held by the person in the issuer atider organizations over the last 5 years and esemt, including
outside employment, in date order

Period Organization Position
from by
2011 present Open Joint Stock Company “Surgutna$teg | Head of Internal Audit Service

No share in the charter capital of the issuer/ordiry shares
Share of the person in the charter (share) cafitatual fund) of the issuer's subsidiaries andliatés: The person
does not have such shares

Nature of any kinship with other persons who aremimers of the issuer's management bodies and/orciagen
supervising the issuer’s financial and businesivities: No such kinship

Administrative actions taken against such persaorafty financial, tax/charge, securities marketatioins or criminal
prosecution (criminal record) of the person for remmic crimes or crimes against the staldiere were no
administrative or criminal actions brought againshe person

Positions held by such person in management bodfiesommercial organizations during the period whamy
bankruptcy proceedings and/or a bankruptcy proeedare initiated in relation to such organizatiassprovided for in
the bankruptcy (insolvency) legislation of the Rass-ederation:

The person did not hold such positions

5.6. Remuneration and (or) compensation for expensdor the agency supervising the issuer’s financial
and business activity
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Remuneration

For each agency supervising the issuer’s finaramml business activities (except for the individwdlo holds the
position (who performs the functions) of the isssiekuditor) all types of remuneration with their anmt are
specified, including salaries of the members ofagencies supervising the issuer’s financial arglnass activities,
who are (were) its employees, including ones hayiregl) other employment, bonuses, commissions,fitemaid

separately for the participation in the work penfied by the agency supervising the issuer’s findrasid business
activities, other types of remuneration paid byigseier during the reporting period, and also cfustperforming the
duties of the members of the agency supervisingigber’s financial and business activities rematest by the

issuer for the reporting period are specified whibir amount.
Unit of measurethousand RUB
Agency supervising the issuer’s financial and besgactivitiesAuditing Committee

Remuneration for the participation in the work penfied by the supervising agency
Unit of measurethousand RUB

Indicator

2016, 6 months

Remuneration for the participation in the work penfied by the agency supervising the
issuer’s financial and business activities

210

Salary

Bonus

Commission

Other types of remuneration

TOTAL

210

Data on existing agreements in relation to suchyeyts in the current financial yeao.

Agency supervising the issuer’s financial and besgmactivitiestnternal Audit Service
Remuneration for the participation in the work penfied by the supervising agency
Unit of measurethousand RUB

Indicator 2016, 6 months
Remuneration for the participation in the work penfied by the agency supervising the
issuer’s financial and business activities
Salary 4,758.9
Bonus 692
Commission
Other types of remuneration 0
TOTAL 5,450.9
Data on existing agreements in relation to suchy@yts in the current financial yeao.
Compensation
Unit of measurethousand RUB
Supervising body (of the business unit) 2016, 6tmon
Auditing Committee 30.3
Internal Audit Service 242.2

Additional information:no.

5.7. Number of the issuer's employees (workers), ¢lir categories and changes in their number

Unit of measurethousand RUB

Indicator

2016, 6 months

Average number of employees, people

102,362
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Gross payroll for the reporting period 55,357,88(
Social payments for the reporting period 550,663

The employees (workers) of the Company formed aéranion body.

5.8. Obligations of the issuer to its employees (wa@rs) relating to their possible participation in the
issuer’s charter capital

The issuer has no obligations to its employees (keos) relating to their possible participation irhé issuer’s charter
capital

Section VI. The issuer's members (shareholders) andterested party transactions
conducted by the issuer

6.1. Total number of the issuer’'s shareholders (mebers)

The total number of persons having a non-zero lbelatcounts registered in the issuer’s sharehoddgster as of the
end of the reporting quarte32,785

Total number of the issuer’s nominee shareholdgers:

The total number of persons included in the mastmdy compiled list of persons who had (have)rtghkt to participate
in the issuer’s general shareholders’ meeting (dikeof persons compiled in order to exercisaljee) rights to the
issuer’'s shares, and for the compiling of which leeninee holders of the issuer’s shares providea da persons, on
behalf of which they held (hold) the issuer's skpi29,783

Date when the list of persons included in the nresently compiled list of persons who had (haved tight to
participate in the issuer’'s general shareholdeeting is compiled (other list of persons compiledrder to exercise
(realize) rights to the issuer’s shares, and ferabmpiling of which the nominee holders of thei&ss shares provided
data on persons, on behalf of which they held (hitid issuer's shareg)6 May 2016.

Holders of the issuer’s ordinary shares who weflgetincluded in such lis9,783
Holders of the issuer’s preference shares who teebe included in such list

Information on the number of treasury shares origbger's balance as of the day of the reportiragtquthere are no
treasury shares on the issuer’s balance

Information on the number of the issuer's sharébteits subordinates
Category of sharesrdinary
Number of the issuer’s shares held by its subotd#&50,000

6.2. The issuer's members (shareholders) holding é&ast five percent of its charter capital or at last five
percent of its ordinary shares as well as person®utrolling such members (shareholders) and in absee
of such persons — members (shareholders) of suchrpens who hold at least 20 percent of the charter
capital or at least 20 percent of their ordinary slares

The issuer's members (shareholders) holding at lias percent of its charter capital or at least fpercent of its
ordinary shares

1.Nominee holder

Information on nominee holder:

Full corporate namelon-banking credit organization Closed Joint-Sto€ompany “National Settlement Depository”
Abbreviated corporate namdCO CJSC NSD

Location: Russia, Moscow, ul.Spartakovskaya, 12

INN: 7702165310

OGRN:1027739132563

Telephone(495) 232-0273

Fax: (495) 965-0938

E-mail: reginfo@nsd.ru
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License of securities market professional participa
Number:177-12042-000100
Date of issue19.02.2009
Valid till: unlimited
Issuing authorityBank of Russia

Number of the issuer's ordinary shares registenethé issuer’s shareholder register in the namihefsaid nominee
holder:3,884,542,733

Number of the issuer’s preference shares registaréte issuer's shareholder register in the nafrthe said nhominee
holder:5,099,942,346

Other information as the issuer may wish to dislos.

6.3. Share of the state or a municipal formation irthe issuer’s charter capital; any special rights‘golden
share”)

Persons who administer blocks of shares ownedéwgttdte, municipal formations
Municipal ownership
Name:Administration of the city of Surgut
Location:ul.Engelsa, 8, Surgut, KhMAO — Yugra, Tyumenskagdlast, 628408

Share of the charter capital of the issuer undate sffederal, of constituent territories of the §tas Federation)
municipal ownership0.0278

Municipal ownership
Name:Administration of Surgutsky District
Location:628400, Khanty-Mansiysky Autonomous Okrug — Yug&yrgut

Share of the charter capital of the issuer undate sffederal, of constituent territories of the §tas Federation)
municipal ownership0.0127

Persons who exercise functions of the issuer’s neerfghareholder) on behalf of the Russian Federatio entity of the
Russian Federation, or municipal formation

Municipal ownership
Name:Administration of the city of Surgut
Location: ul.Engelsa, 8, Surgut, KhMAO — Yugra, Tyumenskagdlast, Russia, 628408

Share of the charter capital of the issuer undate sffederal, of constituent territories of the §tas Federation)
municipal ownership0.0278

Municipal ownership
Name:Administration of Surgutsky District
Location:628400, Khanty-Mansiysky Autonomous Okrug — Yug&yrgut

Share of the charter capital of the issuer undate sffederal, of constituent territories of the §tas Federation)
municipal ownership0.0127

Special right of the Russian Federation, the ctresti territories of the Russian Federation or mipalities to
participate in the administration of the issuepini stock company (“golden share”) and duratiorttaf special right
(“golden share”)no such right

6.4. Restrictions on participation in the issuer'sharter capital
There are no restrictions on participation in thesuer’s charter capital

6.5. Changes in the list and the participation oftte issuer’s shareholders (members) holding at leafve
percent of its charter capital or at least five pecent of its ordinary shares
The issuer’s shareholders (members) holding at @as percent of the issuer’s charter capital, dodjoint stock
companies as issuers also holding at least fivegpé¢iof the issuer’s ordinary shares determineaf dise date when the
list was drawn up of persons entitled to particpiat each general shareholders’ (members’) meetinge issuer held
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in the last completed financial year precedingehd of the reporting quarter, and for the periaaifithe date when the
current financial year started till the date whée teporting quarter ended based on the list a$quer entitled to

participate in each of such meetings
Additional information:no.

6.6. Interested party transactions conducted by théssuer

Number and value of transactions conducted bys$igerr if such transactions are recognized unddathef the Russian
Federation as interested party transactions tla@ineapproval by an authorized management bodyeoissuer, as of the

last reporting quarter
Unit of measureRUB

approved by the Board of Directors (Supervisorydaz the issuer)

Indicator Total number Total value
Interested party transactions conducted by thesigsuthe reporting period thaf 2 147,959
required approval of an authorized management bbtlye issuer

Interested party transactions conducted by thesissuhe reporting period and 1 125,837
approved by a general members’ (shareholders’)ingeef the issuer

Interested party transactions conducted by theissuthe reporting period and 1 22,122

Interested party transactions conducted by thesissuhe reporting period that
required approval of but were not approved by ghaized management body
of the issuer

Transactions (groups of interrelated transactiaisg) the value equal to or exceeding 5 percenhefttook value of the
issuer's assets as per its accounting statemenfslas last reporting date prior to a transactionducted by the issuer in

the last reporting quarter
No such transactions.

Interested party transactions (groups of intereglatansactions) which the Board of Directors ($upery Board) or a
general shareholders’ (members’) meeting of theeishas not resolved to approve in cases whenapmioval is

mandatory according to the law of the Russian Feiter.
No such transactions.

Additional information:Transaction value in money terms in this section ishown in US dollars.

6.7. Accounts receivable

As of 30.06.2016
Unit of measurethousand RUB

Indicator Indicator value
Accounts receivable from buyers and customers 78,200,683
including those overdue 4,706,814
Notes receivable
including those overdue
Members’ (incorporators’) arrears of charter cdptatributions
including those overdue
Other accounts receivable 181,910,67:
including those overdue 51
Total accounts receivable 260,111,35%
including total overdue accounts receivable 4,706,867

Debtors who account for at least 10 percent otdked accounts receivable in the reporting peritasuch debtors

Section VII. The issuer’'s accounting (financial) sitements and other financial

information

7.1. Annual accounting (financial) statements of th issuer
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Not subject to presentation in this reporting qerart

7.2. Interim accounting (financial) statements ofte issuer

Balance Sheet
as of 30.06.2016

Company:Open Joint Stock Company “Surgutneftegas”

Taxpayer identification number

Type of activity:oil production

Form of legal organization/form of ownershippen Joint Stock

Company/Private property
Unit of measurethousand RUB

Location (address)Russia, Tyumenskaya Oblast, Khanty-Mansiysky
Autonomous Okrug — Yugra, Surgut, ul.Grigoriya Kukuyevitskogo,

Codes

Form by OKUD 0710001
Date 30.06.2016

by OKPO 05753490
INN 8602060555

by OKVED 11.10.11

by OKOPF/OKFS 12247/16

by OKEI 384

1, bld. 1
Notes ASSETS Line | As of 30.06.2016 As of 31.12.2015 As of 31.12.2014
code
1 2 3 4 5 6

I. NON-CURRENT ASSETS
Intangible assets 1110 535,499 548,352 515,101
R&D results 1120 218,097 213,665 160,404
Intangible prospecting assets 1130 40,902|185 36,423,674 73,240,752
Tangible prospecting assets 1140
Fixed assets 1150 773,573,254 752,847,663 691,063,519
including buildings, machinery, equipment, 1151 692,617,58p 676,370,601 627,944,684
and other fixed assets, excluding land, J
objects of environmental management, gn
capital investments in progress
Income yielding investments in tangible 1160 2,995,377 3,093,832 48,429
assets
Financial investments 1170 1,742,402,051 2,007,179,799  1,280,457,334
including other financial investments, 1171 1,594,832,331 1,866,481,918 1,154,646,70
excluding investments in organizations ahd
loans granted
Deferred tax assets 118( 28,197 26,166 32,313
Other non-current assets 1190 58,471/689 59,369,781 14,125,572
TOTAL for Section | 1100 2,619,126,319 2,859,702,932 2,059,643,424
II. CURRENT ASSETS
Inventories 1210 87,030,087 81,154,03( 81,425,784
Value Added Tax on acquired valuables 1220 3,949,8 4,479,359 4,103,573
Accounts receivable 1230 260,111,355 206,168,244 180,790,264
Financial investments (excluding cash 1240 502,493,65p 479,972,123 658,014,454
equivalents)
including other financial investments, 1241 502,493,65pD 479,972,123 651,832,161
excluding investments in organizations ahd
loans granted
Cash and cash equivalents 1250 53,881,801 72,125,809 30,922,039
Other current assets 126( 693,381 877,956 1,989,624
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TOTAL for Section Il 1200 908,140,106 844,777,521 957,245,744
BALANCE (assets) 1600 3,527,266,425 3,704,480,453 3,016,889,163

Notes LIABILITIES Line | As of 30.06.2016 As of 31.12.2015 As of 31.12.2014

code
1 2 3 4 5 6

lll. CAPITAL AND RESERVES
Charter capital (share capital, authorized| 1310 43,427,998 43,427,993 43,427,993
fund, partners’ contributions)
Treasury shares 1320
Revaluation of non-current assets 1340 487,874,959 490,607,359 482,261,224
Additional capital (no revaluation) 1350 192,518[7 192,511,786 192,511,786
Reserve capital 1360 6,514,198 6,514,198 6,514,198
Retained profit (uncovered loss) 1370 2,556,436 2,770,302,491 2,098,453,730(
TOTAL for Section Il 1300 3,286,734,301 3,503,363,827 2,823,168,93
IV. LONG-TERM LIABILITIES
Borrowed funds 1410
Deferred tax liabilities 1420 72,640,541 70,670,532 65,034,034
Estimated liabilities 1430
Other liabilities 1450 511.823 509,218 269,580
TOTAL for Section IV 1400 73,152,364 71,179,75(C 65,303,614
V. SHORT-TERM LIABILITIES
Borrowed funds 1510 139,650
Accounts payable 1520 155,373,860 116,947,293 116,340,208
Deferred income 1530 240,092 314,861 516,885
Estimated liabilities 1540 11,411,771 12,203,314 10,715,94¢4
Other liabilities 1550 354,337 471,408 703,926
TOTAL for Section V 1500 167,379,760 129,936,876 128,416,614
BALANCE (liabilities) 1700 3,527,266,425 3,704,480,453 3,016,889,16{1!
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Company:Open Joint Stock Company “Surgutneftegas”

Income Statement
for January-June 2016

Taxpayer identification number
Type of activity:oil production

Form of legal organization/form of ownershippen Joint Stock

Company/Private property
Unit of measurethousand RUB

Location (address)Russia, Tyumenskaya Oblast, Khanty-Mansiysky
Autonomous Okrug — Yugra, Surgut, ul.Grigoriya Kukuyevitskogo,

Codes

Form by OKUD 0710002
Date 30.06.2016

by OKPO 05753490
INN 8602060555

by OKVED 11.10.11

by OKOPF/OKFS 12247/16

by OKEI 384

1,bld. 1

No Indicator Line For 6 months of For 6 months of

tes code 2016 2015

1 2 3 4 5
Revenue 2110 467,157,627 525,498,84]
Cost of sales 2120 -301,982,44p -342,224,394
Gross profit (loss) 2100 165,175,18p 183,274,45]
Selling expenses 2210 -44,194,975 -39,689,44¢
Management expenses 2220
Sales profit (loss) 2200 120,980,21p 143,585,004
Income from participation in other organizations 310 861,055 924,952
Interest receivable 2320 53,255,464 46,447,107
Interest payable 2330 -104 -7
Other income 2340 596,207,350 1,152,156,68
Other expenses 2350 -911,405,34b -1,188,307,49
Profit (loss) before tax 2300 -140,101,37D 154,806,249
Current profit tax 2410 -26,525,37|f
incl. permanent tax liabilities (assets) 24R1 B3,315 1,070,375
Change in deferred tax liabilities 2430 -1,970,p09 -122,280
Change in deferred tax assets 2450 2|031 -3,828
Other 2460 -293 239,764
Reallocation of profit tax within the consolidatgbup of 2465 173,509 875,457
taxpayers
Net profit (loss) 2400 -141,896,13p 129,269,984
FOR REFERENCE ONLY:
Results of revaluation of non-current assets ndtided in 2510
net profit (loss) of the period
Results of other operations not included in nefip(ss) of | 2520
the period
Comprehensive income of the period 2500 -141,898,1 129,269,98%
Base profit (loss) per share 2900
Diluted profit (loss) per share 2910

7.3. Consolidated financial statements of the issue
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2015 — IFRS/GAAP

Reporting period
Year:2015
Quarter:lvV

Standards (rules) used for preparing consolidaiteghtial statements shown in this section of tharguly report:
IFRS

The information is provided in the appendix to tipgesent quarterly report.

7.4. Accounting policy of the issuer

There were no changes in the information containgdthis section of the quarterly report

7.5. Total export and share of export in total sale

Unit of measurethousand RUB

Indicator 2016, 6 months
Total earnings of the issuer from export of prodygbods, works, services) 357,029,96()
Share of such earnings in sales revenue, % 76.4

7.6. Substantial changes in the issuer’s propertyfier the end of the last completed reporting year

Substantial changes in the issuer’'s property dutidgnonths prior to the end of the reporting quatteere were no
substantial changes in the issuer’s property duricg months prior to the end date of the reportingagter.

Additional information:no.

7.7. The issuer’s participation in litigations in @se such participation may substantially affect fiancial
and business activities of the issuer

The issuer did not/does not participate in any diditions which affect/may affect financial and busiss
activities for the period from the beginning of thiast completed financial year and up to the endtbe reporting
quarter.

Section VIII. Further information on the issuer and equity securities placed by the
issuer

8.1. Further information on the issuer

8.1.1. Size and structure of the issuer’s charterapital
The issuer’s charter capital as of the end ofdisedeporting quarter, RUB3,427,992,940

Ordinary shares
Total nominal value35,725,994,705
Share in the charter capital, 82.264899

Preference
Total nominal value7,701,998,235
Share in the charter capital, %7.735101

Specify if the amount of charter capital shown hirs tparagraph corresponds to the issuer’s constitdecumentsthe
amount of the Company’s charter capital corresporgsthe constituent documents.

The issuer's shares are traded outside the Russkederation by means of depositary securities traglin
(foreign issuers’ securities which represent sudteses of the Russian issuer)

Category (type) of shares traded outside the Russderation

57



Type of securitiesshares
Category of sharesirdinary
Shares traded outside the Russian Federation totddenumber of shares of the same category (1y§6p
Foreign issuer whose securities represent therisssteares of the same category (type):
Full corporate naméfhe Bank of New York Mellon
Location:USA, NY 10286, New York, 101 Barclay Street

Summary of the issue program (type of the progrfmmhe foreign issuer's depository receipts regméng shares
of the relevant category (type3ponsored, level I. Each American Depository Shaepresents 10 ordinary
registered shares of the Company.

On the Company'’s obtaining a permit issued by ThekBof Russia and (or) authorized government badyhprized state
authority) of the Russian Federation to offer aog (rade issuer’'s securities of the relevant aatgdtype) outside the
Russian Federatiomot applicable.

Foreign market maker(s) trading the issuer's shédepository receipts representing the issuer’'seshgif such trading
exists):Berlin Stock Exchange, Frankfurt Stock Exchange, bhdon Stock Exchange, Pink OTC Markets Inc.

Other information about the issuer’s shares tramlgdide the Russian Federation as the issuer msly twidiscloseThe
date when the program was launched is 30 Decemt8€6l

Type of securitiesshares
Category of sharegreference
Type of shares:
Shares traded outside the Russian Federation totdlenumber of shares of the same category (1383
Foreign issuer whose securities represent therisssteares of the same category (type):
Full corporate namerhe Bank of New York Mellon
Location:USA, NY 10286, New York, 101 Barclay Street

Summary of the issue program (type of the progrfammyhe foreign issuer's depository receipts regméng shares
of the relevant category (type):
sponsored, level I. Each American Depository Shaepresents 10 preferred registered shares of then@any.

On the Company’s obtaining a permit issued by ThakBof Russia and (or) authorized government badyhprized state
authority) of the Russian Federation to offer aag (rade issuer’'s securities of the relevant aatedtype) outside the
Russian Federatiomot applicable.

Foreign market maker(s) trading the issuer's shédepository receipts representing the issuer’'seshgif such trading
exists):Berlin Stock Exchange, Frankfurt Stock Exchange, ik OTC Markets Inc.

Other information about the issuer’s shares tramlgdide the Russian Federation as the issuer msly twidiscloseThe
date when the program was launched is March 19, 899

8.1.2. Changes in the size of the issuer’s charteapital
The size of the charter capital did not change dugithis period

8.1.3. Convening and holding a meeting (session)tbk issuer's supreme management body
There were no changes in the information containedthis section of the quarterly report

8.1.4. Commercial organizations where the issuer s at least five percent of the charter capital orat
least five percent of ordinary shares

Commercial organizations where the issuer holdeast five percent of the charter (share) capitaltgal fund) or at
least five percent of ordinary shares as of thedritde last reporting quarter

1. Full corporate name: Limited Liability CompanyNovgorodnefteproduct”
Abbreviated corporate namet.C “Novgorodnefteproduct”
Location: Russia, Veliky Novgorod
INN: 5321059365
OGRN: 1025300788644
The issuer’s share in the charter capital of corsrakorganization100%
The person’s share in the charter capital of thees0%
The issuer’s ordinary shares held by the per6é:
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2. Full corporate name: Limited Liability CompanySyrgutmebel”
Abbreviated corporate nameLC “Syrgutmebel”

Location: Russia, Khanty-Mansiysky Autonomous Okrug - Yug@urgutsky District, poselok Barsovo, Vostochnaya
industrial 1 territory, 2.

INN: 8617013396

OGRN:1028601679688

The issuer’s share in the charter capital of consrakorganization100%
The person’s share in the charter capital of thees0%

The issuer’s ordinary shares held by the peréét:

3. Full corporate name: Limited Liability CompanyMarketing Association “Pskovnefteproduct”
Abbreviated corporate nameL.C “Pskovnefteproduct”
Location: Russia, Pskov
INN: 6027042337
OGRN: 1026000970049
The issuer’s share in the charter capital of consiakorganization100%
The person’s share in the charter capital of thees0%
The issuer’s ordinary shares held by the per6é:

4. Full corporate name: Limited Liability Company Etketing Association Tvernefteproduct
Abbreviated corporate nameL. C “Tvernefteproduct”
Location: Russia, Tver, ul.Novotorzhskaya, 6
INN: 6905041501
OGRN: 1026900510647
The issuer’s share in the charter capital of corefakorganization100%
The person’s share in the charter capital of thees0%
The issuer’s ordinary shares held by the per6éf:

5. Full corporate name: Limited Liability CompanyKaliningradnefteproduct”
Abbreviated corporate namel C “Kaliningradnefteproduct”
Location: Russia, Kaliningrad, Central District, ul. Komsomskaya, 22-b
INN: 3900000136
OGRN: 1023900589240
The issuer’s share in the charter capital of corsiakorganization100%
The person’s share in the charter capital of theds0%
The issuer’s ordinary shares held by the peréét:

6. Full corporate name: Limited Liability CompanyQil Refining and Petrochemical Facilities Design titute”

Abbreviated corporate namel.C “Lengiproneftekhim”

Location: Russia, Saint Petersburg, nab.Obvodnogo kanala, 94

INN: 7810327462

OGRN: 1057803105755

The issuer’s share in the charter capital of corsiakorganization100%

The person’s share in the charter capital of theds0%

The issuer’s ordinary shares held by the per6&f:

7. Full corporate name: Limited Liability CompanyKirishiavtoservis”
Abbreviated corporate namelL.C “Kirishiavtoservis”
Location:196084, Russia, Saint Petersburg, ul.Smolenskaya,lit. A
INN: 7840016802
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OGRN: 1057807804064

The issuer’s share in the charter capital of consrakorganization100%
The person’s share in the charter capital of thees0%

The issuer’s ordinary shares held by the per8é:

8. Full corporate name: Limited Liability CompanyMedia-Invest”.
Abbreviated corporate nameLC “Media-Invest”
Location:119847 Russia, Moscow, Zubovsky boulevard, 17,1bld.
INN: 7704667322
OGRN:1077762407580
The issuer’s share in the charter capital of consiakeorganization100%
The person’s share in the charter capital of theds0%
The issuer’s ordinary shares held by the peréét:

9. Full corporate name: Open Joint Stock Companyd¥hoz “Chervishevsky”
Abbreviated corporate nam@JSC “Sovkhoz “Chervishevsky”
Location: Russia, Tyumenskaya Oblast, Tyumensky DistricGgervishevo
INN: 7224019466
OGRN:1027200789142
The issuer’s share in the charter capital of consrakorganization94.9996%
The Company’s ordinary shares held by the iss24£8996%
The person’s share in the charter capital of theds0%
The issuer’s ordinary shares held by the peréét:

10. Full corporate name: Limited Liability Compan$nsurance Company “Surgutneftegas”
Abbreviated corporate namelC “Insurance Company “Surgutneftegas”
Location: Russia, Tyumenskaya Oblast, Khanty-Mansiysky Audorous Okrug — Yugra, Surgut
INN: 8602103061
OGRN: 1028600581811
The issuer’s share in the charter capital of corsiakorganization100%
The person’s share in the charter capital of theds0%
The issuer’s ordinary shares held by the per8ét:
11. Full corporate name: Limited Liability Compan{Production Association “Kirishinefteorgsintez”
Abbreviated corporate namiet.C “KINEF"
Location: Russia, Leningradskaya Oblast, Kirishi
INN: 4708007089
OGRN:1024701478735
The issuer’s share in the charter capital of corsiakorganization100%
The person’s share in the charter capital of thees0%
The issuer’s ordinary shares held by the per6&f:

12. Full corporate name: Closed Joint Stock Compdt8urgutneftegasbank”
Abbreviated corporate nameéJSC “SNGB”
Location:628400 Russia, Khanty-Mansiysky Autonomous Okrudugra, Surgut, ul.Kukuyevitskogo, 19
INN: 8602190258
OGRN: 1028600001792
The issuer’s share in the charter capital of coreiakorganization97.7591%
The Company’s ordinary shares held by the is2@2389%
The person’s share in the charter capital of theds0.0015%
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The issuer’s ordinary shares held by the per8d@018%

13. Full corporate name: Closed Joint Stock Compdi8urgutinvestneft”
Abbreviated corporate namé€JSC “Surgutinvestneft”
Location: Russia, Tyumenskaya Oblast, Surgut
INN: 8602039063
OGRN: 1028600588246
The issuer’s share in the charter capital of consrakorganization16.5043%
The Company'’s ordinary shares held by the issL&5043%
The person’s share in the charter capital of thees0%
The issuer’s ordinary shares held by the per8ét:

14. Full corporate name: Limited Liability Companiinvest-Zaschita”
Abbreviated corporate namel C “Invest-Zaschita”

Location: 628400 Russia, Tyumenskaya Oblast, Khanty-Mansiyskyitonomous Okrug — Yugra, Surgut,
ul.Entuziastov, 52/1

INN: 8602102332

OGRN: 1028600581680

The issuer’s share in the charter capital of consrakorganization15.13%
The person’s share in the charter capital of theds0.1106%

The issuer’s ordinary shares held by the per8di236%

15. Full corporate name: Closed Joint Stock Compdt8t. Petersburg International Mercantile Exchange”
Abbreviated corporate nameéJSC “SPIMEX”
Location:191119 Russia, Saint Petersburg, ul.Marata, 69-1tl,4
INN: 7840389730
OGRN:1089847188903
The issuer’s share in the charter capital of consrakorganization8%
The Company’s ordinary shares held by the issRfér:
The person’s share in the charter capital of theds0%
The issuer’s ordinary shares held by the peréé:

16. Full corporate name: Open Joint Stock Companktsionerny Bank “ROSSIYA”
Abbreviated corporate nam@JSC “AB “ROSSIYA”
Location: Russia, Saint Petersburg
INN: 7831000122
OGRN: 1027800000084
The issuer’s share in the charter capital of consiakorganization5.42%
The Company’s ordinary shares held by the isr:
The person’s share in the charter capital of theds0%
The issuer’s ordinary shares held by the pergét:

17. Full corporate name: Open Joint Stock Companifport Surgut”
Abbreviated corporate nam@JSC “Airport Surgut”

Location: 628422 Russia, Tyumenskaya Oblast, Khanty-Mansiyskyitonomous Okrug — Yugra, Surgut,
ul.Aeroflotskaya, 49/1

INN: 8602060523

OGRN: 1028600603998

The issuer’s share in the charter capital of corsiakorganization5%
The Company’s ordinary shares held by the isshfér:
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The person’s share in the charter capital of thees0%
The issuer’s ordinary shares held by the per8é:

18. Full corporate name: TELCREST INVESTMENTS LIMIED
Abbreviated corporate nam&ELCREST INVESTMENTS LIMITED
Location: Cyprus, JULIA HOUSE 1066, Nicosia, Cyprus, Thenuokti Dervi, 3
The issuer’s share in the charter capital of consirakorganization9.53%
The person’s share in the charter capital of thees0%
The issuer’s ordinary shares held by the per6éf:

19. Full corporate name: Joint-Stock Company “Natial Media Group”
Abbreviated corporate naméSC “National Media Group”
Location:119034 Russia, Moscow, Prechistenskaya nab., 1@, bl
INN: 7704676655
OGRN: 1087746152207
The issuer’s share in the charter capital of consiakorganization23.9752%
The Company’s ordinary shares held by the is2@8752%

The person’s share in the charter capital of thees0%
The issuer’s ordinary shares held by the per6éf:

8.1.5. Major transactions conducted by the issuer
No such transactions in the period under review

8.1.6. Credit ratings of the issuer
There were no changes in the information containedthis section of the quarterly report

8.2. Data on each category (type) of the issuer'bares
There were no changes in the information containedthis section of the quarterly report

8.3. Previous issues of the issuer’s equity secueis excluding the issuer’s shares

8.3.1. Issues with all securities redeemed
There were no changes in the information containedthis section of the quarterly report

8.3.2. Issues with securities that are not redeemed
There were no changes in the information containedthis section of the quarterly report

8.4. Person(s) who offered security for the issues’secured bonds and security offered for the issuer
secured bonds

The issuer made no registration of the prospectus tecured bonds, no secured bonds were admittedtozk-
exchange trade

8.4.1. Additional information on the issuer’s mortgage bonds
The issuer did not place any mortgage bonds withigdtions not fulfilled yet

8.4.2. Additional information on collateral for collateral bonds that includes money claims
The issuer did not place any collateral cash sealionds with obligations not fulfilled yet

8.5. Organizations keeping records of rights for th issuer’s equity securities
There were no changes in the information containedthis section of the quarterly report
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8.6. Legislative acts regulating import and exportof capital, which may influence the payment of
dividends, interests, and other payments to non-régents

As of 30.06.2016, the following legislative actsrevén force regulating import and export of capitdhat may
influence the payment of dividends, interests ohet payments to non-residents:
Federal Law No. 173-FZ dated 10.12.2003 “On CurrgnExchange Regulation and Control”;
Federal Law No. 208-FZ dated 26.12.95 “On Joint 8loCompanies”;
Federal Law No. 160-FZ dated 09.07.1999 “On Foreiinvestments in the Russian Federation”;
Federal Law No. 39-FZ dated 25.02.1999 “On InvestméActivities in the Form of Capital Investments ithe
Russian Federation”;
Tax Code of the Russian Federation;
Federal Law No. 115-FZ dated 07.08.2001 “On Courdetion of the Legitimization of Proceeds of Crimeé the
Financing of Terrorism”;
Double taxation treaties between the Russian Fediena and foreign states where holders of the Compgan
securities reside.

8.7. Declared (accrued) and (or) paid dividends othe issuer’s shares and the issuer’s bond yield

8.7.1. Dividends declared and paid on the issuershares

Information for 5 last completed reporting yeardareach completed reporting year the issuer cotsdts business for
less than 5 years, and for the period from the déen the current financial year started till tli#gedwhen the reporting
quarter ended

Indicator Indicator value for the relevant reporting period |+
2011, full year
Category of shares, for preference shares — type ordinary
The issuer’'s management body which passed a resohit The resolution was adopted at a general

dividend declaration, date when such resolution agispted, date shareholders’ meeting 29.06.2012, Minutes No. 23
and number of the minutes of the meeting (sessibtije issuer’s| dated 02.07.2012
management body when such resolution was adopted

Dividends declared per one share, RUB: 0.6

Total dividends declared on all shares of thisgatg (type), 21,435,596,823

RUB:

The date as of which the persons entitled to divideare 14.05.2012

determined:

Reporting period (year, quarter) for which (on tlsults of 2011, full year

which) the dividends declared are (were) paid:

The due period (date) for declared dividend payment dividends shall be paid not later than on 28 Auglist
2012

Form of declared dividend payment: cash

Sources of payment of the declared dividends (reditpf the net profit of the reporting year

reporting year, retained profit of prior years, @pefund):

Declared dividends ratio in the net profit of tleporting year, %: 9.19

Total dividends paid on shares of this categorgd}yRUB: 21,423,212,808.85

Payout ratio in the total amount of the declareddginds on all 99.94

shares of this category (type), %:

In case declared dividends are not paid or paithéyssuer not in Obligations to pay dividends for 2011 on the
full — reasons for non-payment of declared dividend Company’s ordinary shares were fulfilled except the
situations when the Company does not bear
responsibility in accordance with Article 44 of
Federal Law “On Joint Stock Companies” for th
reasons beyond the Company’s control: incorregt,
incomplete or outdated information on bankin
details and/or mailing address in a registered
person’s dividends questionnaire.

Other information about declared and (or) paiddévids as the Declared unclaimed dividends aretadliad as par
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Indicator

Indicator value for the relevant reporting period
2011, full year

issuer may wish to disclose

of the Company’s undistributed profits.

Indicator Indicator value for the relevant reporting period |+
2011, full year
Category of shares, for preference shares — type preference
The issuer’'s management body which passed a resohit The resolution was adopted at a general
dividend declaration, date when such resolution agispted, date shareholders’ meeting 29.06.2012, Minutes No. 23
and number of the minutes of the meeting (sessibtije issuer’s| dated 02.07.2012
management body when such resolution was adopted
Dividends declared per one share, RUB: 2.15
Total dividends declared on all shares of thisgatg (type), 16,559,296,205.25
RUB:
The date as of which the persons entitled to divideare 14.05.2012
determined:
Reporting period (year, quarter) for which (on tesults of 2011, full year
which) the dividends declared are (were) paid:
The due period (date) for declared dividend payment dividends shall be paid not later than on 28 Auglist
2012
Form of declared dividend payment: cash
Sources of payment of the declared dividends (reditpf the net profit of the reporting year
reporting year, retained profit of prior years, @pefund):
Declared dividends ratio in the net profit of tle@orting year, %: 7.1
Total dividends paid on shares of this categorgd}y RUB: 16,376,227,937.31
Payout ratio in the total amount of the declareddginds on all 98.89
shares of this category (type), %:
In case declared dividends are not paid or paithéyssuer not in Obligations to pay dividends for 2011 on the
full — reasons for non-payment of declared dividend Company’s preference shares were fulfilled excgpt
the situations when the Company does not bear
responsibility in accordance with Article 44 of

Federal Law “On Joint Stock Companies” for th

reasons beyond the Company’s control: incorregt,

incomplete or outdated information on bankin
details and/or mailing address in a registered
person’s dividends questionnaire.

Other information about declared and (or) paiddévids as the
issuer may wish to disclose

Declared unclaimed dividends are reinstalled at
of the Company’s undistributed profits.

par

Indicator

Indicator value for the relevant reporting period
2012, full year

Category of shares, for preference shares — type

ordinary

The issuer's management body which passed a rasohit
dividend declaration, date when such resolution agpted, datd
and number of the minutes of the meeting (sessibth)e issuer’s
management body when such resolution was adopted

The resolution was adopted at a general

shareholders’ meeting 28.06.2013, Minutes No. 2

dated 01.07.2013

Dividends declared per one share, RUB:

0.5

Total dividends declared on all shares of thisgatg (type),
RUB:

17,862,997,352.5
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Indicator

Indicator value for the relevant reporting period
2012, full year

The date as of which the persons entitled to divideare
determined:

14.05.2013

Reporting period (year, quarter) for which (on tesults of
which) the dividends declared are (were) paid:

2012, full year

The due period (date) for declared dividend payment dividends shall be paid not later than on August p7
2013

Form of declared dividend payment: cash

Sources of payment of the declared dividends (reitpf the net profit of the reporting year

reporting year, retained profit of prior years, @pefund):

Declared dividends ratio in the net profit of tleporting year, %: 111

Total dividends paid on shares of this categorgd}y RUB: 17,852,798,130.19

Payout ratio in the total amount of the declareddéinds on all 99.94

shares of this category (type), %:

In case declared dividends are not paid or paithéyssuer not in Obligations to pay dividends for 2012 on the

full — reasons for non-payment of declared dividend Company’s ordinary shares were fulfilled exceptthe

situations when the Company does not bear

responsibility in accordance with Article 44 of
Federal Law “On Joint Stock Companies” for th

reasons beyond the Company’s control: incorregt,

incomplete or outdated information on bankin
details and/or mailing address in a registered
person’s dividends questionnaire.

Other information about declared and (or) paiddbévids as the
issuer may wish to disclose

Indicator

Indicator value for the relevant reporting period
2012, full year

Category of shares, for preference shares — type

preference

The issuer’'s management body which passed a resohit

The resolution was adopted at a general

dividend declaration, date when such resolution adispted, date shareholders’ meeting 28.06.2013, Minutes No. 24

and number of the minutes of the meeting (sessibtije issuer’s| dated 01.07.2013

management body when such resolution was adopted

Dividends declared per one share, RUB: 1.48

Total dividends declared on all shares of thisgatg (type), 11,398,957,387.8

RUB:

The date as of which the persons entitled to divideare 14.05.2013

determined:

Reporting period (year, quarter) for which (on tlsults of 2012, full year

which) the dividends declared are (were) paid:

The due period (date) for declared dividend payment dividends shall be paid not later than on August 7
2013

Form of declared dividend payment: cash

Sources of payment of the declared dividends (rattpf the
reporting year, retained profit of prior years, @pefund):

net profit of the reporting year

Declared dividends ratio in the net profit of tle@orting year, %: 7.08
Total dividends paid on shares of this categorgd}y RUB: 11,276,896,792.38
Payout ratio in the total amount of the declareddginds on all 98.93

shares of this category (type), %:

In case declared dividends are not paid or paithbyssuer not in

Obligations to pay dividendsZ0i.2 on the
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Indicator

Indicator value for the relevant reporting period
2012, full year

full — reasons for non-payment of declared dividend

Company’s preference shares were fulfilled ekc

the situations when the Company does not bedr

responsibility in accordance with Article 44 of

29

Federal Law “On Joint Stock Companies” for th

reasons beyond the Company’s control: incorregt,

incomplete or outdated information on bankin
details and/or mailing address in a registered
person’s dividends questionnaire.

Other information about declared and (or) paiddbvids as the
issuer may wish to disclose

Indicator

Indicator value for the relevant reporting period
2013, full year

Category of shares, for preference shares — type

ordinary

The issuer’'s management body which passed a resohit
dividend declaration, date when such resolution agpted, datq
and number of the minutes of the meeting (sessibtije issuer’s
management body when such resolution was adopted

The resolution was adopted at a general

shareholders’ meeting 27.06.2014, Minutes No. 25

dated 30.06.2014

Dividends declared per one share, RUB:

0.6

Total dividends declared on all shares of thisgatg (type),
RUB:

21,435,596,823

The date as of which the persons entitled to divideare
determined:

16.07.2014

Reporting period (year, quarter) for which (on tlsults of
which) the dividends declared are (were) paid:

2013, full year

The due period (date) for declared dividend payment dividends shall be paid not later than on August PO
2014.

Form of declared dividend payment: cash

Sources of payment of the declared dividends (rattpf the net profit of the reporting year

reporting year, retained profit of prior years, @pefund):

Declared dividends ratio in the net profit of tleporting year, %: 8.36

Total dividends paid on shares of this categoryejyRUB: 21,422,424,283.83

Payout ratio in the total amount of the declaraddeinds on all 99.94

shares of this category (type), %:

In case declared dividends are not paid or paithbyssuer not in Obligations to pay dividends for 2013 on the

full — reasons for non-payment of declared dividend Company’s ordinary shares were fulfilled except the

situations when the Company does not bear
responsibility in accordance with Article 44 of

Federal Law “On Joint Stock Companies” for thg

reasons beyond the Company’s control: incorre

incomplete or outdated information on banking

details and/or mailing address in a registered
person’s dividends questionnaire.

Ct,

Other information about declared and (or) paiddbévids as the

issuer may wish to disclose

Indicator

Indicator value for the relevant reporting period
2013, full year

Category of shares, for preference shares — type

preference
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Indicator Indicator value for the relevant reporting period |+
2013, full year

The issuer's management body which passed a rasohit The resolution was adopted at a general
dividend declaration, date when such resolution agpted, date shareholders’ meeting 27.06.2014, Minutes No. 45
and number of the minutes of the meeting (sessibthje issuer’s| dated 30.06.2014
management body when such resolution was adopted

Dividends declared per one share, RUB: 2.36

Total dividends declared on all shares of thisgatg (type), 18,176,715,834.6

RUB:

The date as of which the persons entitled to divideare 16.07.2014

determined:

Reporting period (year, quarter) for which (on tesults of 2013, full year

which) the dividends declared are (were) paid:

The due period (date) for declared dividend payment dividends shall be paid not later than on August PO
2014.

Form of declared dividend payment: cash

Sources of payment of the declared dividends (raditf the net profit of the reporting year

reporting year, retained profit of prior years, @pefund):

Declared dividends ratio in the net profit of tleporting year, %: 7.09

Total dividends paid on shares of this categorgd}yRUB: 17,979,075,212.67

Payout ratio in the total amount of the declaraddeinds on all 98.91

shares of this category (type), %:

In case declared dividends are not paid or paithéyssuer not in Obligations to pay dividends for 2014 on the
full — reasons for non-payment of declared dividend Company’s preference shares were fulfilled echpt
the situations when the Company does not bedr
responsibility in accordance with Article 44 of
Federal Law “On Joint Stock Companies” for the
reasons beyond the Company’s control: incorregt,
incomplete or outdated information on banking
details and/or mailing address in a registered
person’s dividends questionnaire.

Other information about declared and (or) paiddbvids as the
issuer may wish to disclose

Indicator Indicator value for the relevant reporting period |+
2014, full year
Category of shares, for preference shares — type ordinary
The issuer’'s management body which passed a resohit The resolution was adopted at a general

dividend declaration, date when such resolution agspted, date shareholders’ meeting 27.06.2015, Minutes No. 26
and number of the minutes of the meeting (sessibtije issuer’s| dated 30.06.2015
management body when such resolution was adopted

Dividends declared per one share, RUB: 0.65

Total dividends declared on all shares of thisgatg (type), 23,221,896,558.25

RUB:

The date as of which the persons entitled to divideare 16.07.2015

determined:

Reporting period (year, quarter) for which (on tlsults of 2014, full year

which) the dividends declared are (were) paid:

The due period (date) for declared dividend payment dividends shall be paid not later than on August RO
2015.

Form of declared dividend payment: cash

Sources of payment of the declared dividends (reditpf the net profit of the reporting year

reporting year, retained profit of prior years, @pefund):

Declared dividends ratio in the net profit of tleporting year, %: 2.6
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Indicator

Indicator value for the relevant reporting period
2014, full year

Total dividends paid on shares of this categorgd€}y RUB:

23,205,948,515.63

Payout ratio in the total amount of the declareddéinds on all
shares of this category (type), %:

99.93

In case declared dividends are not paid or paith&éyssuer not in
full — reasons for non-payment of declared dividend

Obligations to pay dividends for 2014 on the
Company’s ordinary shares were fulfilled except
situations when the Company does not bear
responsibility in accordance with Article 44 of
Federal Law “On Joint Stock Companies” for th
reasons beyond the Company’s control: incorre
incomplete or outdated information on the
shareholder’s banking details and/or mailing adsl
he/she entered into a registered person’s divide
guestionnaire.

he
e
Ct,

es
nds

Other information about declared and (or) paiddbvids as the
issuer may wish to disclose

Indicator

Indicator value for the relevant reporting period
2014, full year

Category of shares, for preference shares — type

preference

The issuer’'s management body which passed a resohit
dividend declaration, date when such resolution agpted, datq
and number of the minutes of the meeting (sessibti)e issuer’s
management body when such resolution was adopted

The resolution was adopted at a general

shareholders’ meeting 27.06.2015, Minutes No. 26

dated 30.06.2015

Dividends declared per one share, RUB:

8.21

Total dividends declared on all shares of thisgatg (type),
RUB:

63,233,405,509.35

The date as of which the persons entitled to divideare
determined:

16.07.2015

Reporting period (year, quarter) for which (on tesults of
which) the dividends declared are (were) paid:

2014, full year

The due period (date) for declared dividend payment dividends shall be paid not later than on August PO
2015.

Form of declared dividend payment: cash

Sources of payment of the declared dividends (raitpf the net profit of the reporting year

reporting year, retained profit of prior years, @pefund):

Declared dividends ratio in the net profit of tleporting year, %: 7.09

Total dividends paid on shares of this categorgd}y RUB: 62,536,787,326.76

Payout ratio in the total amount of the declareddéinds on all 98.9

shares of this category (type), %:

In case declared dividends are not paid or paithéyssuer not in Obligations to pay dividends for 2014 on the

full — reasons for non-payment of declared dividend Company’s preference shares were fulfilled excgpt

the situations when the Company does not bear

responsibility in accordance with Article 44 of

Federal Law “On Joint Stock Companies” for th

reasons beyond the Company’s control: incorregt,

incomplete or outdated information on bankin
details and/or mailing address in a registered
person’s dividends questionnaire.

Other information about declared and (or) paiddévids as the
issuer may wish to disclose
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Indicator

Indicator value for the relevant reporting period
2015, full year

Category of shares, for preference shares — type

ordinary

The issuer's management body which passed a resohit
dividend declaration, date when such resolution agpted, datq
and number of the minutes of the meeting (sessibtije issuer’s
management body when such resolution was adopted

The resolution was adopted at a general
shareholders’ meeting 29.06.2016, Minutes No. 2
dated 30.06.2016

Dividends declared per one share, RUB:

0.6

Total dividends declared on all shares of thisgatg (type),
RUB:

21,435,596,823

The date as of which the persons entitled to divideare
determined:

18.07.2016

Reporting period (year, quarter) for which (on tesults of
which) the dividends declared are (were) paid:

2015, full year

The due period (date) for declared dividend payment

22.08.2016

Form of declared dividend payment:

cash

Sources of payment of the declared dividends (reditf the
reporting year, retained profit of prior years, @pefund):

net profit of the reporting year

Declared dividends ratio in the net profit of tleporting year, %: 2.85
Total dividends paid on shares of this categorgd}y RUB: 0
Payout ratio in the total amount of the declareddéinds on all 0

shares of this category (type), %:

In case declared dividends are not paid or paithéyssuer not in
full — reasons for non-payment of declared dividend

approved the date as of which the list of perso

entitled to dividends is determined — 18.07.2016.

S

Other information about declared and (or) paiddbévids as the
issuer may wish to disclose

Indicator

Indicator value for the relevant reporting period
2015, full year

Category of shares, for preference shares — type

preference

The issuer’'s management body which passed a resohit
dividend declaration, date when such resolution agpted, datq
and number of the minutes of the meeting (sessibtije issuer’'s
management body when such resolution was adopted

The resolution was adopted at a general
shareholders’ meeting 29.06.2016, Minutes No. 2
dated 30.06.2016

Dividends declared per one share, RUB:

6.92

Total dividends declared on all shares of thisgatg (type),
RUB:

53,297,827,786.2

The date as of which the persons entitled to divideare
determined:

18.07.2016

Reporting period (year, quarter) for which (on tlsults of
which) the dividends declared are (were) paid:

2015, full year

The due period (date) for declared dividend payment

22.08.2016

Form of declared dividend payment:

cash

Sources of payment of the declared dividends (rattpf the
reporting year, retained profit of prior years, @pefund):

net profit of the reporting year

Declared dividends ratio in the net profit of tle@orting year, %: 7.09
Total dividends paid on shares of this categorgd}yRUB: 0
Payout ratio in the total amount of the declareddginds on all 0

shares of this category (type), %:

In case declared dividends are not paid or paithbyssuer not in

the Annual General Shareholddegting for 2015
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Indicator Indicator value for the relevant reporting period |+
2015, full year

full — reasons for non-payment of declared dividend approved the date as of which the list of pezsoE
entitled to dividends is determined — 18.07.201f.

Other information about declared and (or) paiddévids as the
issuer may wish to disclose

Obligations to pay dividends for 2012 -2014 on tBempany’s shares were fulfilled except as statedbbe
when the Company does not bear responsibility ircaclance with Article 44 of Federal Law “On Joint t8ck
Companies”.

8.7.2. Accrued and paid yield on the issuer’s bonds
There were no changes in the information containedthis section of the quarterly report

8.8. Miscellaneous information
In view of specific features of the electronic forprovided by the Federal Financial Markets Servicd
Russia:

1. The form of Section VII “Issuer's Accounting (Fiancial) Statements and Other Financial Informatidnof the
present report prepared with the help of softwaraegtionnaire (version 3.0.9) of the Federal FinamtiMarkets
Service of Russia for the issuer’s quarterly repaibes not meet the requirements of Order of the Miry of Finance
of the Russian Federation dated July 2, 2010 Non6®eporting Standards of Enterprises”.

2. In paragraph 3.6.1, columns 2 and 3 of the tabResults of the latest reappraisal of fixed assatsof 31 December
2015” shall be interpreted as “Historical (replacesnt) cost prior to reappraisal” and “Residual (nef depreciation)
historical (replacement) cost prior to reappraisatéspectively.

8.9. Represented securities and the issuer of remented securities the title to which is evidencedyb
Russian Depositary Receipts

The issuer does not issue any represented secasrttie title to which is evidenced by Russian Detaryi Receipts
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Appendix to the quarterly report. Annual consolidated financial statements prepared in accordance with
International financial reporting standards or other internationally recognized rules different from IFRS
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OJSC “Surgutneftegas”
Consolidated statement of financial position
(in millions of Russian rubles, unless otherwise stated)

Notes As of As of
31 December 2015 31 December 2014
ASSETS
Current assets
9 Cash and cash equivalents 105,696 27,919
9 Restricted cash 754 730
10 Deposits placed 527,189 727,419
13 Loans granted 19,894 21,541
18 Other financial assets 3,184 4,823
11 Receivables 59,522 60,419
14 Inventories 75,844 65,446
12 Advances issued 22,281 41,673
VAT recoverable 6,720 7,309
Income tax receivable 42 125
Other taxes recoverable 147 96
Total current assets 821,273 957,500
Non-current assets
15 Property, plant and equipment 1,230,789 1,112,476
16 Intangible assets 8,667 8,567
10 Deposits placed 1,940,169 1,186,001
18 Other financial assets 15,109 9,137
17 Investments in associates 6,210 5,758
28 Deferred tax assets 1,169 1,096
13 Loans granted 25,000 21,821
11 Receivables 549 711
Other non-current assets 2,824 3,026
Total non-current assets 3,230,486 2,348,593
Total assets 4,051,759 3,306,093

LIABILITIES AND EQUITY
Current liabilities

19 Payables and accrued liabilities 51,721 43,121

20 Other financial liabilities 79,077 37,671
Advances received 21,094 20,388

21  Other tax liabilities 31,002 35,020
Income tax liabilities 35,598 38,024
Other current liabilities - 140

22 _Provisions for liabilities and charges 2,628 3,489
Total current liabilities 221,120 177,853
Non-current liabilities

20 Other financial liabilities 4,349 13,198

28 Deferred tax liabilities 138,579 127,302

22  Provisions for liabilities and charges 104,330 78,328
Other non-current liabilities 756 364
Total non-current liabilities 248,014 219,192
Equity

23  Share capital 154,666 154,666
Additional paid-in capital 4 4

23 Treasury shares (30) (30)

23  Share premium 57,809 57,809
Retained earnings 3,369,949 2,696,826
Other reserves 41 (396)
Total shareholders’ equity 3,582,439 2,908,879
Non-controlling interests 186 169
Total equity 3,582,625 2,909,048
Total liabilities and equity 4,051,759 3,306,093

V.L.Bogdanov A.V.Druchinin

Director General Chief Accountant

0OJSC “Surgutneftegas” 0OJSC “Surgutneftegas”

29 April 2016 29 April 2016

3

The accompanying notes are an integral part of these consolidated financial statements.



OJSC “Surgutneftegas”
Consolidated statement of profit and loss and other comprehensive income
(in millions of Russian rubles, unless otherwise stated)

Notes 2015 2014
7 Sales 1,274,262 1,360,533
24 less export duties (271,657) (469,959)
7 Total sales revenue: 1,002,605 890,574
sale of crude oil 630,629 525,313
sale of oil products 335,396 327,714
sale of gas and gas products 21,239 22,138
sale of other products and finished goods 7,634 7,580
other sales 7,707 7,829
25  Operating expenses (758,614) (727,774)
Operating income 243,991 162,800
26 Finance income 108,285 69,297
26 Finance expenses (15,852) (7,135)
27 Exchange differences 583,006 845,940
Gain / (loss) on sale and other disposal of financial assets 22 9
Share of profit / (loss) of associates 299 (353)
Other income / (expenses) (229) (1,001)
Profit before tax 919,522 1,069,539
Income tax
Current income tax (146,349) (166,515)
Changes in deferred income tax (11,600) (18,191)
28 Total income tax expense (157,949) (184,706)
Net income 761,573 884,833
Other comprehensive income / (expense) that may be
reclassified subsequently to profit / (loss), net of income tax
Changes in fair value of financial assets available-for-sale 289 (215)
Share of other comprehensive income / (expense) of associates 153 (153)
Other comprehensive income / (expense)
that may not be reclassified subsequently to profit / (loss),
net of income tax
Remeasurements of post-employment benefit obligations (2,979) 1,447
Total other comprehensive income / (expense),
net of income tax (1,537) 1,079
Total comprehensive income 760,036 885,912
Net income
attributable to shareholders 761,558 884,824
attributable to non-controlling interests 15 9
Total comprehensive income
attributable to shareholders 760,016 885,906
attributable to non-controlling interests 20 6
Net earnings attributable to shareholders
per ordinary share (rubles)
29  basic and diluted 19.83 23.00
4

The accompanying notes are an integral part of these consolidated financial statements.



OJSC “Surgutneftegas”
Consolidated statement of cash flows
(in millions of Russian rubles, unless otherwise stated)

Notes 2015 2014
Operating activities
Profit before tax 919,522 1,069,539
Adjustments:
25 Depreciation, depletion and amortisation expenses 70,623 74,611
25 Expenses on disposal of prospecting and exploration properties 2,772 7,745
Provisions 2,021 9,014
Exchange differences (568,118) (803,097)
(Gain) / loss on revaluation of financial assets (20) 148
(Gain) / loss on sale and other disposal of financial assets (22) 9
Share of (profit) / loss of associates (299) 353
26 Interest expenses from discounting 9,305 4,413
26 Interest receivable (108,170) (69,233)
26 Interest payable 6,432 2,658
Loss on sale and disposal of property, plant and equipment,
and intangible assets 3,730 2,572
15,16 Impairment / (reversal of impairment) of non-financial assets 1,393 6,962
Cash flows from operating activities before changes in
working capital and income tax 339,169 305,694
Change in receivables 4,596 23,305
Change in advances issued 19,392 (13,186)
Change in inventories (14,618) (10,710)
Change in other assets 199 (162)
Change in trade and other payables 1,377 2,916
Change in advances received 706 3,899
Change in restricted cash (24) 64
Changes in other taxes (other than income tax) (3,014) (4,166)
Change in other liabilities 469 (640)
Cash from operating activities before income tax 348,252 307,014
Income tax paid (149,248) (125,833)
Net cash from operating activities 199,004 181,181
Investing activities
Capital expenditures (170,849) (159,152)
Deposits placed (827,634) (557,396)
Deposits refunded 827,311 491,517
Loans granted (44,918) (52,453)
Loans collected 41,592 41,165
Interest received 115,265 68,379
Proceeds from sale of financial assets 9,083 7,191
Acquisition of financial assets (12,167) (8,092)
Proceeds from sale of property, plant and equipment 231 352
Net cash used for investing activities (62,086) (168,489)
Financing activities
Net proceeds from borrowings 30,457 13,642
Dividends paid (incl. dividend tax) (85,741) (39,415)
Interest paid (5,696) (2,640)
Proceeds from sale of treasury shares - 85
Net cash used for financing activities (60,980) (28,328)
Net change in balances of cash and cash equivalents 75,938 (15,636)
Effect of exchange rate changes against ruble on cash
and cash equivalents 1,839 10,565
9 Cash and cash equivalents as of the beginning of the period 27,919 32,990
9 Cash and cash equivalents as of the end of the period 105,696 27,919

The accompanying notes are an integral part of these consolidated financial statements.



OJSC “Surgutneftegas”

Consolidated statement of changes in equity
(in millions of Russian rubles, unless otherwise stated)

Additional Total Non-
Share Share paid-in Treasury Retained Other shareholders’ controlling Total
Notes capital premium capital shares earnings reserves equity interest equity
Balance as of 31 December 2013 154,666 57,809 (111) 1,850,165 (35) 2,062,494 172 2,062,666
Net income for the year - - - 884,824 - 884,824 9 884,833
Sale of treasury shares - - 81 - - 85 - 85
Other comprehensive
income / (expense) - - - 1,443 (361) 1,082 3) 1,079
Dividends declared - - - (39,606) - (39,606) (9) (39,615)
Balance as of 31 December 2014 23 154,666 57,809 (30) 2,696,826 (396) 2,908,879 169 2,909,048
Net income for the year - - - 761,558 - 761,558 15 761,573
Other comprehensive
income / (expense) - - - (2,979) 437 (1,542) 5 (1,537)
Dividends declared - - - (86,456) - (86,456) 3) (86,459)
Balance as of 31 December 2015 23 154,666 57,809 (30) 3,369,949 41 3,582,439 186 3,582,625

The accompanying notes are an integral part of these consolidated financial statements.



OJSC “Surgutneftegas”
Notes to the consolidated financial statements
(in millions of Russian rubles, unless otherwise stated)

1 General information

Open Joint Stock Company “Surgutneftegas” (the Company) is one of the leading Russian oil companies
in terms of hydrocarbon production.

The Company began its oil and gas production history in 1964 when it was established as oil producing
division “Surgutneft”. In 1977, the Company was recognised as a diversified production association.
In 1993, pursuant to Decree of the President of the Russian Federation No. 1403 dated 17.11.1992,
Production Association “Surgutneftegas” was transformed into Joint Stock Company of Open Type
“Surgutneftegas”.

The Company’s shares are allocated to shareholders, neither of them being an ultimate controlling party
or a party exercising a significant influence.

The core activities of the Company and its subsidiaries (together, “the Group”) are exploration,
production, processing and sale of oil and gas as well as sale of oil and gas products.

Other financial and business activities include banking and insurance activities and provision of other
goods, works and services.

The Company is exploring for oil and gas in Western Siberia, Eastern Siberia and Timano-Pechora oll
and gas provinces and producing oil and gas in Western and Eastern Siberia.

In 2015, the Company produced 61.6 million tonnes of oil and 9.6 billion cubic metres of gas. The rate of
associated petroleum gas utilisation was 99.38%.

The Company implements measures to expand and develop its resource base: performs exploration at
licence blocks, acquires new prospects and further explores the existing fields. At the end of the reporting
period, the Company had 155 licences for subsoil use. In 2015, meterage drilled for exploration purposes
totalled 202.2 thousand metres. 2D seismic surveys covered 4 thousand linear kilometres,
3D — 2.2 thousand square kilometres. As a result of exploration, the Company discovered two oil fields in
Khanty-Mansiysky Autonomous Okrug — Yugra and in the south of Tyumenskaya Oblast as well as
30 new oil accumulations at the fields discovered earlier. The additions of recoverable C1 oil reserves
were 74.8 million tonnes. The replacement ratio was 121%.

The Company’s sound resource base and investments in field development allow to maintain a stable
level of oil production in recent years. The Company annually brings new fields on stream, actively
employs EOR techniques and optimises well performance. In 2015, two new fields in Western Siberia —
Yuzhno-Vatlorskoye and Shpilman (Severo-Rogozhnikovskoye) — were put into development.
Development drilling totalled 4,307 thousand metres; 1,212 oil wells and 658 injection wells were brought
online.

The Group incorporates a refinery in Leningradskaya Oblast — LLC “KINEF"- with a capacity
of 20.1 million tonnes, a gas processing plant in Khanty-Mansiysky Autonomous Okrug — Yugra with a
capacity of 7.3 billion cubic metres and five marketing subsidiaries located in the North-West of the
Russian Federation. In 2015, the refinery processed 18.8 million tonnes of feedstock and produced 18.0
million tonnes of oil products. The output of light oil products totalled 51.2%.

The Company determines selling destinations on the basis of the largest commercial feasibility taking into
account the market demand. In 2015, the Company supplied crude oil mostly to non-CIS countries and
KINEF refinery; these supplies accounted for 48.5% and 30.4% of crude oil produced by the Company
respectively. Crude oil supplied to CIS countries accounted for 5.1%. The rest was sold domestically to
refineries.

In 2015, the Company exported 21.8 million tonnes of crude oil through the ports of Kozmino, Ust-Luga,
Primorsk and Novorossiysk, which was 73% of all crude oil supplied to non-CIS countries.
The rest of exported crude oil was supplied to the European markets via the pipeline operated
by OJSC “AK “Transneft”.

The Company exports oil products, mostly fuel oil and diesel fuel. In 2015, the share of fuel oil in total
export decreased compared to 2014 from 59.5% to 51.9% respectively. In 2015, oil products were
exported mainly through the ports of Ust-Luga and Primorsk.
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The Group domestically sells a wide range of oil products, including gasoline, diesel fuel, jet kero and
other refined products. The Group sells oil products wholesale and retail. In 2015, the Group operated
293 gas stations; the retail turnover amounted to 850.4 thousand tonnes.

The Company’s location: ul.Grigoriya Kukuyevitskogo 1, bld. 1, Surgut, Khanty-Mansiysky Autonomous
Okrug — Yugra, Tyumenskaya Oblast, Russian Federation, 628415.

The average number of the Group’s employees in 2015 and 2014 was 118 thousand people.

2 Basic principles of financial reporting

Basis of preparation

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS), including all IFRS standards and interpretations adopted by the International
Accounting Standards Board (IASB) and effective in the reporting period.

These consolidated financial statements have been prepared on the basis of the actual cost principle,
except for financial instruments initially recognised at fair value, and revaluation of available-for-sale
financial assets and financial instruments recognised at fair value through profit or loss.

These financial statements have been prepared on the basis of the accounting data as set out in the
accounting and reporting regulations of the Russian Federation adjusted for the purpose of fair
presentation under IFRS.

These financial statements have been prepared on the assumption that the Group will continue as a
going concern in the foreseeable future, which means that the amount of assets shall be duly recovered
and liabilities shall be duly settled in the ordinary course of business.

3 Summary of significant accounting policies

The summary of significant accounting policies used to prepare these consolidated financial statements is
presented below. These accounting policies have been consistently applied to all periods defined in these
consolidated financial statements.

Subsidiaries

The consolidated financial statements include data on the operations of the Company and its
subsidiaries. Subsidiaries are all entities over which the Group has control. The Group controls an entity
when it has power that gives it the ability to direct the relevant activities (the activities that significantly
affect the subsidiary’s returns), when it has rights and is exposed to variable returns from its involvement
with the entity. Acquisition date is a date on which control is transferred to the Group.

Investments in subsidiaries are recorded based on the acquisition method. The cost of an acquisition is
evaluated as the aggregate of the consideration transferred, measured at its fair value at the acquisition
date.

Non-controlling interest is a part of net assets of a subsidiary attributable to equity interests which are not
owned, directly or indirectly, by the Group. Non-controlling interest is a separate component of the
Group’s equity.

Non-controlling interest that represents actual ownership interest and entitles the holder to a
proportionate share of net assets in the event of liquidation is measured either individually for each
transaction or a) at fair value, b) in proportion to the non-controlling interest in net assets of the acquired
entity. Non-controlling interest that is not actual ownership interest is measured at fair value.

When acquiring (selling) non-controlling interests, the difference between the consideration transferred
(received) and the carrying amount of the non-controlling interest acquired (sold) is recognised as an
equity transaction and recorded within a statement of changes in equity.

Transactions eliminated during consolidation

The following is eliminated from the consolidated financial statements:
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carrying amount of the parent entity’s investments in each subsidiary, the amount of share capital of each
subsidiary as well as interests in other equity and retained earnings items as of the date on which the
control over a subsidiary becomes effective;

intragroup cash flows;

balances, income and expenses resulting from intragroup transactions as well as unrealised gains and
losses on such transactions, except losses from transactions between the Group’s entities indicating an
impairment and to be recognised in the financial statements.

Associates
Associates are entities over which the Group has significant influence, but not control.

Significant influence is the power to participate in the financial and operating policy decisions of the
investee, but it is not control or joint control of those policies.

Investments in associates are accounted for using the equity method.

Investments are recognised at the acquisition cost. The excess of the consideration transferred over the
fair value of the Group’s interest in the associate’s acquired net identifiable assets is recorded as goodwiill
within investments in associates in the consolidated statement of financial position. Then the cost of the
investment in an associate changes as the Group’s share in changes in net assets of an associate is
recognised after the acquisition date. Dividends received from associates reduce the carrying amount of
the investment in associates. Other post-acquisition changes in the Group’s share of net assets of
associates are recognised as follows:

the Group’s share of profits and losses of associates is recorded in the consolidated profit or loss for the
year as share of result of associates;

the Group’s share of other comprehensive income is recognised in other comprehensive income and
presented separately;

all other changes in the Group’s share of the carrying amount of net assets of associates are recognised
in profit or loss within the share of result of associates.

When the Group’s share of losses in an associate equals or exceeds its investments in the associate
(including long-term receivables recorded as part of investments), the Group ceases to further recognise
its share in losses, unless it has incurred obligations or made payments on behalf of the associate.

If the associate subsequently reports profits, the Group resumes recognising its share of those profits
only after its share of the profits equals the share of losses not recognised.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the
Group’s interest in these associates; unrealised losses are also eliminated unless the transactions
provide evidence of an impairment of the asset transferred.

Application of uniform accounting policies

The Group’s entities use uniform accounting policies and consistent reporting periods. If the Group’s
entities use different accounting policies, their financial statements are duly adjusted and included in the
consolidated financial statements of the Group.

Cash and cash equivalents, restricted cash

Cash and cash equivalents include cash in hand, cash in current accounts, cash held with correspondent
banks and other short-term highly liquid investments (with an original maturity of less than three months)
that are readily convertible to previously known amounts of cash and which are subject to an insignificant
risk of changes in value. Amounts which relate to funds that are of a restricted nature are excluded from
cash and cash equivalents.

Restricted cash is shown separately in the consolidated statement of financial position.
Inventories

Inventories consisting primarily of materials and supplies, crude oil and oil products are presented in the
consolidated statement of financial position at the lower of cost and net realisable value. The cost of
finished goods and work in progress comprises the cost of raw materials and supplies, direct costs as
well as related production overheads.
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Net realisable value is the estimated selling price in the ordinary course of business, less costs of
completion and disposal.

The cost of inventories that are recognised as operating expenses is measured at the weighted average
cost.

Property, plant and equipment

Property, plant and equipment is stated at actual cost of acquisition or construction, less accumulated
depreciation and impairment losses, where required. The cost of property, plant and equipment also
includes the initial estimate of the costs of removal of an item of property, plant and equipment and the
estimate of obligations for land remediation and restoration.

Minor renewals which do not contribute to any quality technical improvements are charged to expenses in
the current period. The costs of replacing major parts or components of property, plant and equipment are
capitalised, and the cost of the parts to be replaced is concurrently written off. Enhancement or
renovation of an asset which has already been recognised as an item of property, plant and equipment
increases its carrying amount, if future economic benefits to be most likely obtained by the Group exceed
the initial asset standard estimates.

Oil and gas properties
Exploration and evaluation costs

Costs of oil and gas exploration and evaluation at fields not brought into commercial production are
recognised using the successful efforts method. Accordingly, costs associated with acquisition of licences
for oil and gas reserves exploration and evaluation, prospecting and exploratory drilling, costs of
equipment for exploratory wells and prospecting and appraisal wells, and topographical, geological and
geophysical surveys costs are designated as exploration and evaluation assets until development of a
field is proved to be commercially feasible and are capitalised within respective licence areas.

These costs are recognised to be written off pending the results of the works performed. Capitalised costs
which have been ineffective are recognised within loss for the reporting period.

Annually, all costs are measured for impairment from technical, economic and management perspectives.
If any indications of impairment exist, an estimated amount is expensed and an asset is written down.

If oil and gas reserves have been discovered and a decision on bringing a field into development has
been made, the capitalised costs, less losses from impairment of the respective exploration and
evaluation assets, are classified as corresponding assets.

Other costs associated with protection of lands, minerals and other natural resources as well as costs of
engineering and geological surveys are expensed as incurred.

Development and production costs

Costs incurred at fields brought into commercial production, which include expenses required to access
recoverable reserves, expenses necessary for construction of exploratory wells and construction,
installation and equipment of other facilities directly associated with development of a field, are capitalised
as part of oil and gas assets.

Oil and gas exploration and production licences

Oil and gas exploration and production licences are recorded within oil and gas exploration and
production assets at actual cost, less accumulated amortisation and impairment loss.

Depletion, depreciation and amortisation

Oil and gas properties and oil and gas exploration and production licences are depreciated using the unit-
of-production method on a field-by-field basis starting from the commencement of commercial production.

Items of other property, plant and equipment and their respective estimated useful lives are as follows:

Buildings and structures 10-40 years
Vehicles 5-20 years
Machinery and equipment 5-25 years
Other properties 2-25 years

Capitalised costs are amortised over the useful life of an asset or its parts determined by the Group.
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Abandoned, idle items of other property, plant and equipment (except for those classified as assets held
for sale) are depreciated subject to general rules applied to the respective classes of assets. Items of
property, plant and equipment are depreciated on a straight-line basis over their useful lives.

Depreciation of an asset ceases at the earlier of the date that the asset is classified as held for sale
(or included in a disposal group that is classified as held for sale) and the date that the asset is
derecognised.

Land and construction in progress are not depreciated.

The cumulative gain or loss on disposal of property, plant and equipment is the difference between the
consideration received and the carrying amount; it is recognised as incurred in the statement of profit or
loss.

Construction in progress

Construction in progress includes expenses directly related to the construction of items of property, plant
and equipment, including overhead costs allocated to such construction. Depreciation of an asset begins
when it is available for use, i.e. when it is in the condition necessary for it to be capable of operating in the
manner intended by the management.

Advances for acquisition of items of property, plant and equipment and construction projects are
accounted for in construction in progress.

Recognition of asset retirement (decommissioning) obligations
The Group has liabilities related to decommissioning of facilities engaged in its core activities.

The Group’s core activities are oil and gas exploration, development and production associated with
operation of wells, equipment and adjacent sites, oil gathering and initial treatment facilities, pipelines to
oil trunk lines. Exploration rights include requirements for decommissioning of oil production facilities and
other facilities related to the Group’s core activities. According to these requirements, the Group is
obliged to decommission wells, dismantle equipment, restore the sites and perform other related
activities. The Group’s estimates of these liabilities are subject to current decommissioning obligations in
respect of such facilities fulfilled to the extent that the Group is obliged to perform restoration works and
include discounted costs which are expected to be incurred to fulfil such liabilities. The discount rate is
reviewed at each reporting date and reflects current market assessments of the time value of money and
the risks specific to the liability.

This liability is reviewed at the end of each reporting period. Changes in the estimates of the
decommissioning liabilities are subject to recognition as follows:

upon changes in the estimates of future cash flows (e.g., the costs of and timeframe for abandoning one
well) or a discounting rate, changes in the estimates of the liability are included in the amount of the item
of plant, property and equipment. However, if a decrease in the estimate of a liability exceeds the carrying
amount of the relevant asset, the excess is recognised in profit or loss. In case of an increase in the
liability, the amount of the adjusted item of property, plant and equipment may not exceed the recoverable
amount of this item;

changes in the amount of the liability due to its nearing maturity (amortisation of discount) are included in
finance expenses.

Future events that may affect the amount required to settle decommissioning and environmental
protection liabilities are reflected in the estimates of this liability where there is sufficient objective
evidence that they will occur. Due to changes in the law of the Russian Federation, there could be future
changes to decommissioning liabilities.

Intangible assets

To recognise the internally generated intangible assets, the Group classifies the generation of an asset
into a research phase and a development phase.

Research expenditures are charged to operating expenses as incurred.

Costs incurred to develop an intangible asset are capitalised once technical and economic feasibility of a
product or a process has been proved. Development expenditures that were initially recognised as
expenses are not subsequently capitalised even if complying with conditions for the recognition of assets.
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The cost of acquired intangible assets is an aggregate of expenditures incurred to acquire and put them
into service.

Advances issued for acquisition of intangible assets are classified as non-current assets irrespective of
the date when such assets have been delivered.

After initial recognition, the Group applies the cost model where an intangible asset is carried at its actual
cost, less accumulated amortisation and any accumulated impairment losses, where required.

Amortisation of intangible assets begins when they are available for use. Intangible assets are amortised
on a straight-line basis over their expected useful lives, and amortisation charges are recognised in
expenses in the current period. The amortisation methods and expected useful lives are reviewed at each
reporting date, and all the changes in the estimates are accounted for in future periods.

The gain or loss arising from the derecognition of an intangible asset is determined as the difference
between the net disposal proceeds and the carrying amount of the asset which are recognised in profit or
loss as other income or expense when the asset is derecognised.

Goodwill
Goodwill arises from the acquisition of subsidiaries.

The excess of the consideration transferred, value of the acquired non-controlling interest and fair value
of any interest previously held by the Group at the acquisition date over the Group’s interest in fair value
of the acquired net identifiable assets is recognised as goodwill within intangible assets in the
consolidated statement of financial position. If the actual cost of acquisition is lower than the fair value of
the net assets of the subsidiary acquired, and in case the acquisition proves beneficial, the difference is
directly recognised in the consolidated statement of profit and loss and other comprehensive income.
Goodwill is reviewed for potential impairment at each reporting date.

Cash-generating units (CGU) to which the goodwill is allocated represent the lowest level within the
Group at which the goodwill is monitored for internal management purposes and within the operating
segment only.

Impairment of non-current non-financial assets

The Group’s non-current non-financial assets, except for deferred tax assets, are reviewed for any
indication of impairment at each reporting date. If any such indication exists, the recoverable amount of
the asset is estimated. The recoverable amount of goodwill is estimated at each reporting date.

For the purpose of impairment testing, assets are grouped into the smallest group of cash-generating
units that are independent of the cash inflows from other cash-generating units.

The recoverable amount of the CGU is the higher of its value in use and its fair value, less costs to sell.

The CGU value in use is determined using discounted cash flow models. Estimates of the CGU value in
use are made using future cash flows projections.

The CGU future cash flows projections are based on external and internal factors forecasted in relation to
the Group.

Forecasted external factors include: forecast of the market macroeconomic environment (oil, gas and oil
products prices, inflation and interest rates) and tax environment (tax rates, export duties, fees and
charges). These forecasts are based on the Management’'s assessments and macroeconomic forecasts
available at the reporting date.

The expected future cash flows are discounted to their present value using a pre-tax discount rate
estimated on the basis of the weighted average cost of capital.

An impairment loss is recognised if the carrying amount of an asset or its unit (CGU) exceeds its
recoverable amount. An impairment loss is recorded in profit or loss. The CGU impairment losses are
allocated first to reduce the carrying amount of the goodwill allocated to such CGU, and then to reduce
the carrying amount of other assets of the CGU on a pro rata basis. Goodwill impairment is not reversed.

Impairment losses relating to other assets recognised in prior reporting periods are assessed at each
reporting date to confirm whether there is any indication that they may exist or may have decreased. An
impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed in the manner that the value of an asset shall not
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exceed the carrying amount of an asset (net of amortisation or depreciation) had no impairment loss been
recognised.

Financial assets

The Group recognises a financial asset in the consolidated statement of financial position only when it
becomes a party to the contract concerning such financial instrument.

All purchases and sales of financial assets that require delivery within the timeframe established by
regulation or market convention (“regular way” purchases and sales) are recorded at trade date, i.e. the
date on which the Group commits to purchase or sell a financial asset. All other purchases and sales are
recognised at the settlement date with the change in value between the commitment date and settlement
date not recognised for assets carried at cost or amortised cost; it is recognised in profit or loss for assets
classified as financial assets at fair value through profit and loss; and it is recognised in other
comprehensive income for assets classified as available for sale.

The Group classifies financial assets into the following categories: financial assets at fair value through
profit and loss (financial assets at FVTPL), loans granted and receivables, held-to-maturity investments
and available-for-sale financial assets.

Financial assets at FVTPL are initially recognised at fair value. All other financial assets are initially
recorded at fair value plus transaction costs. Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. The best evidence of fair value of a financial asset is price in an active market. Active market is a
market in which transactions for the asset or liability take place with sufficient frequency and volume to
provide pricing information on an ongoing basis.

Financial assets at FVTPL include financial assets held for trading and other financial assets classified as
recorded at FVTPL at initial recognition.

A financial asset is recognised in financial assets at FVTPL if the Group has an intention to purchase or
sell it in the near term, or if it is part of a single portfolio of identified financial instruments for which there
is evidence of an actual pattern of short-term profit-taking.

Upon initial recognition the fair value of financial assets of this category is measured as a quoted price in
an active market at the measurement date.

Financial assets at FVTPL are recorded within other financial assets in the consolidated statement of
financial position; gains or losses arising from changes in the fair value are recognised within other
income (expenses) in the consolidated statement of profit and loss and other comprehensive income.

Granted loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market and that arise when providing money, goods or services to a
borrower with no intention of selling them. Granted loans and receivables are further measured at
amortised cost using the effective interest method, less provision for impairment. Amortised cost of
discounts or premiums for granted loans and receivables based on the effective interest method is stated
within finance income in the consolidated statement of profit and loss and other comprehensive income.
An impairment loss on granted loans and receivables is recognised in profit or loss.

Placed deposits are classified by the Group as loans and receivables.

Held-to-maturity investments include non-derivative financial assets with fixed or determinable payments
and fixed maturity that the Group has the intention and ability to hold to maturity. On subsequent
recognition, financial assets of this category are measured at amortised cost using the effective interest
method, less provision for impairment.

All other financial assets are recognised by the Group at fair value within available-for-sale financial
assets.

Gain or loss on available-for-sale financial assets is recognised in other comprehensive income, less
impairment losses and foreign exchange gains and losses.

Reclassification of financial assets
The Group assesses the validity of classifying financial assets into a category at each reporting date.

Available-for-sale financial assets can be reclassified as held-to-maturity investments, if the Group
changes its expectations and has the possibility of holding these securities to maturity.
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Impairment of financial assets

At each reporting period the Group assesses whether there are any indications that financial assets of all
categories are impaired except for those recognised at FVTPL.

Sings of impairment are:

¢ significant financial difficulty of the issuer or obligor;

e abreach of contract (failure to pay, delay in payment);

e it becoming probable that the borrower will enter bankruptcy or other financial reorganisation;

e the lender, for economic or legal reasons relating to the borrower’s financial difficulty, having
granted to the borrower a concession that the lender would not otherwise consider;

e the disappearance of an active market for that financial asset because of financial difficulties;

e observable data indicating that there is a decrease in the estimated future cash flows from a
group of financial assets, although the decrease cannot yet be identified with the individual
financial assets (e.g., negative changes in industry conditions that affect borrowers in the group);

e significant changes with an adverse effect have taken place in the technological, market,
economic or legal environment in which the issuer operates indicating that investments in equity
instruments cannot be recovered,;

e asignificant or prolonged decline in the fair value of financial assets below acquisition cost.

A financial asset is impaired only if there is objective evidence of impairment as a result of one or more
events that affect the estimated future cash flows of the financial asset (provided that the sum of cash
flows can be reliably estimated).

An impairment loss is recognised in the amount determined by:

e making provisions for financial assets measured at amortised cost (loans and receivables, held-
to-maturity investments) as the difference between the carrying amount of the asset and the
present value of the estimated future cash flows discounted at the effective interest rate
calculated at initial recognition;

¢ financial assets measured at historical cost (available-for-sale financial assets) as the difference
between the carrying amount of the asset and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial asset;

e available-for-sale financial assets (measured at fair value) if there is a decrease in fair value and
objective evidence of impairment as the difference between the acquisition cost of the asset (net
of principal repayment and amortisation) and the current fair value.

If there is objective evidence of impairment, accumulated loss, recognised in other comprehensive
income, on available-for-sale financial assets is excluded from equity and recognised in profit or loss as a
reclassification adjustment.

Derecognition of financial assets

The Group derecognises financial assets when these assets are redeemed or the rights to cash flows
from these assets expired, or when the Group has transferred the rights to the cash flows from the
financial assets or entered into a pass-through arrangement while also transferring all significant risks and
rewards of ownership of the assets, or neither transferring nor retaining all significant risks and rewards of
ownership but not retaining control in respect to these assets.

Financial liabilities

Financial liabilities of the Group are trade and other payables as well as loans and borrowings received.
Financial liabilities are recognised at amortised cost.

The Group derecognises a financial liability (or part of a financial liability) if it is extinguished, i.e. when the
obligation specified in the contract is discharged or cancelled or expires. The difference between the
carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to another
party and the redemption amount, including any non-cash assets transferred or liabilities assumed is
recognised in profit and loss.

Value added tax

The amount of value added tax (VAT) payable to the budget at the end of each tax period is defined as
output VAT, less input VAT, paid on the purchase of goods (works, services). The tax base is determined
on delivery where delivery is recognised on the earliest of the dates: date of dispatch (transfer) of goods
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(works, services), property rights or date of payment, partial payment against future deliveries of goods
(works, services), property rights.

The VAT rate is 18%.

Zero rate is applicable to export of goods. This application is substantiated by the documents which are
submitted to the tax authorities as required under the law of the Russian Federation. Input VAT related to
zero-rated transactions is deductible.

Mineral extraction tax

Mineral extraction tax (MET) related to crude oil production is levied based on the quantities of mineral
resources extracted and calculated on a monthly basis as the product of a quantity of mineral resources
produced and fixed tax rate (in 2015 — RUB 766/tonne, in 2014 — RUB 493/tonne) adjusted depending on
the monthly average world market prices of the Urals oil and RUB/USD exchange rate for the preceding
month.

The Company qualifies for MET relief, i.e. fixed rate discounts subject to production areas, the degree of
depletion and reserves availability at the subsoil area and the degree of complexity of extraction. MET is
recorded within operating expenses.

Customs duties

Hydrocarbons exported outside the territory of the Customs Union are subject to customs export duties,
the amount of which is adopted on a monthly basis by the Government of the Russian Federation and
reviewed depending on the average world market prices of the Urals oil for the preceding period.

Income tax

The income tax expenses for the reporting period comprise current tax and deferred tax. Income tax is
fully recognised in profit or loss, except if it arises from transactions which are directly recorded in equity
or other comprehensive income.

Currently, the Group continues to apply the concept of the consolidated group of taxpayers which was
introduced in the Russian law in 2012. Income tax in relation to companies which do not belong to the
consolidated group of taxpayers is calculated based on income stated in their individual tax returns.
These consolidated financial statements include deferred income tax assets and liabilities estimated by
the Group under IAS 12 “Income taxes”.

Current income tax is the amount expected to be paid to (recovered from) the budget in respect of taxable
profits or losses for the current and prior periods.

Deferred income tax is recorded in respect of temporary differences arising between the tax base of
assets and liabilities and their carrying amounts in the financial statements. Deferred taxes are not
recorded for:

temporary differences on initial recognition of assets or liabilities in transactions other than business
combinations and which do not affect neither accounting nor taxable profit or loss;

temporary differences associated with investments in subsidiaries and joint ventures to the extent where it
is highly probable that they will not reverse in the foreseeable future;

temporary differences arising from the initial recognition of goodwill.

Deferred tax is measured at tax rates which are expected to apply to the period when the temporary
differences will reverse based on the legal provisions enacted or substantively enacted at the reporting
date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to set off current tax
assets and liabilities, and if they relate to income taxes levied by the same taxation authority on the same
taxable entity or different taxable entities to the extent when they intend either to settle current tax assets
and liabilities on a net basis, or to realise the assets and settle the liabilities simultaneously.

In accordance with the law of the Russian Federation, tax effect of loss incurred in prior reporting periods
can be recognised as deferred tax asset.
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Deferred tax assets are recorded only to the extent that it is highly probable that future taxable profit will
be available against which the occurred temporary difference could be utilised. The amount of a deferred
tax asset is reviewed at each reporting date and reduced to the extent that it is no longer highly probable
that the respective benefit will be derived from its utilisation.

Deferred tax assets and liabilities are shown in non-current assets and non-current liabilities respectively.
Uncertain tax positions

The Group’s uncertain tax positions are assessed by the management at the end of each reporting
period. Liabilities are recorded for income tax positions that are determined by the management as more
likely to result in additional taxes being levied if the positions were to be challenged by the tax authorities.
Such assessment is based on the interpretation of tax laws that have been enacted or substantively
enacted at the end of the reporting period, and any known court or other rulings on such issues. Liabilities
for penalties, interest and taxes other than on income are recognised based on the management’s best
estimate of the expenditure required to settle the obligations at the end of the reporting period.

Employee benefits
Pensions and other retirement benefits

Pension expenses are accrued and recognised in payroll expenses. Pension liabilities are measured at
current cost of the estimated cash outflows using the interest rates applicable to government securities
which maturity is near the same as that of the liabilities. Costs related to pension liabilities are measured
using the projected unit credit method. Actuarial gains and losses are shown in other comprehensive
income in “remeasurements of post-employment benefit obligations” in the period in which they occur.

In accordance with its collective bargaining agreements, the Group pays additional pension contributions
and other post-employment benefits to its employees. Pursuant to its corporate plan, the Group makes
employee contributions to JSC “NPF “Surgutneftegas”. Once contributions to JSC “NPF “Surgutneftegas”
have been made and benefits due to employees have been paid, pension liabilities to the employees are
regarded as covered, hence the Group does not incur actuarial and investment risks. Besides, the Group
does not have assets attributed to pension plans.

In the course of its ordinary business, the Group contributes to the Pension Fund of the Russian
Federation on behalf of its employees. Liabilities in respect to such contributions are recognised as
employee benefits expenses incurred during the period when the respective services have been rendered
by employees under employment agreements.

Operating leases

Where the Group is a lessee in a lease which does not transfer all significant risks and rewards incidental
to ownership from the lessor to the Group, the total lease payments inclusive of payments due to
expected lease termination are charged to operating expenses in the consolidated statement of profit and
loss and other comprehensive income on a straight-line basis over the period of the lease. Leased
operating assets, including property, plant and equipment are not accounted for in the consolidated
statement of financial position.

Revenue recognition

Revenue from the sale of goods is measured at the fair value of consideration received or receivable, net
of reimbursements, discounts and volume rebates. Revenue is recognised when all significant risks and
rewards of ownership have been transferred to the buyer, consideration can be received, costs incurred
can be measured reliably and return of goods can be assured, the seller retains no effective control over
the goods sold and the amount of revenue can be measured reliably. The transfer of risks and rewards
occurs at a different time subject to the relevant terms of each sale and purchase agreement.

Domestic sales of crude oil and gas as well as oil products and materials are usually recognised when
title passes.

Export sales of crude oil (transfer of title and risks of accidental loss) are normally FOB based (the seller
fulfils its obligations to deliver when the goods have passed over the ship’s rail in the designated port),
DAF (delivered at frontier) or DAP based (delivered at place). The title passes at the time when goods
pass the tanker’s permanent hose connection at the port of loading, the border of the Russian Federation,
or when the seller places the goods at the disposal of the buyer on the means of transport ready for
unloading, at the named place, subject to delivery conditions. Oil products are normally sold on FCA
basis (delivery to a named place for transfer to a carrier nominated by the buyer), and the respective
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sales proceeds are recognised once the goods have been cleared through customs and delivered to the
buyer. Some oil products and petrochemicals are exported on FOB and DAP basis. The Group covers
transportation expenses, duties and taxes on such sales.

Revenue from other services is recognised when such services are rendered provided that the cost of
services is determinable and no significant uncertainty in respect of potential proceeds exists.

Functional and presentation currency

The national currency of the Russian Federation is Russian ruble (RUB), which is used by the Group as
the functional currency and presentation currency of these consolidated financial statements.

All values presented in rubles are rounded to the nearest million except when otherwise indicated.
Transactions and balances in foreign currencies

Foreign currency transactions are translated into the functional currency of the Group’s entities at the
exchange rate effective at the dates of such transactions. Monetary assets and liabilities denominated in
foreign currencies at the reporting date are translated into the functional currency at the exchange rate
effective at this date. Non-monetary assets and liabilities in foreign currencies measured at fair value are
translated into the functional currency at the exchange rate effective at the date when their fair value has
been determined. Exchange differences resulting from the translation of currencies are recognised in
other income and expense.

Net earnings per share

Earnings per share are calculated by dividing net income attributable to the holders of the Company’s
ordinary shares by the weighted average number of ordinary shares outstanding during the reporting
period, net of average number of treasury ordinary shares bought back by the Group’s entities.

Equity
Ordinary and preference shares

Ordinary and preference shares are classified as equity. Preference shares are entitled to vote on matters
in respect of reorganisation and liquidation of the Company, and matters related to: releasing the
Company from an obligation to disclose or provide information required under the law of the Russian
Federation on securities; introducing amendments and addenda to the Company’s Charter which restrict
the rights of holders of the preference shares of this type; filing an application for listing or delisting of
preference shares of this type.

If dividends on preference shares per year have not been declared or paid, preference shares are entitled
to vote on a par with ordinary shares unless dividends on preference shares are declared and paid.

Additional paid-in capital

Additional paid-in capital represents profit (loss) on operations, financial results of which shall be
recognised directly in equity, including gains and losses on the sale of treasury shares and gains and
losses on the purchase (sale) of a non-controlling interest (whole or its part) provided that the control is
retained.

Treasury shares

If the Group purchases the Company’s shares, these shares are deducted from equity. Treasury shares
are recorded at the cost of acquisition. Gains and losses associated with purchase, sale, issue or
cancellation of treasury shares must be recorded directly in equity.

Share premium

Share premium represents the excess of contributions received over the nominal value of the Company’s
ordinary shares issued, less flotation costs.

Non-controlling interests

Non-controlling interest is the part of profit or loss and net assets of a subsidiary attributable to equity
interests which are not owned, directly or indirectly through subsidiaries, by the Company.

Non-controlling interests are presented within equity, separately from the Group’s equity, in the
consolidated statement of financial position.
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Dividends
Dividends are recognised as liability attributable to the period when they have been declared.
Adoption of new or revised standards and interpretations

The following new standards and interpretations became effective for annual periods beginning on
1 January 2015:

The amendments to IAS 19 “Defined benefit plans: employee contributions” — these amendments did not
have a material impact on the Group‘s consolidated financial statements.

Annual improvements to IFRSs 2012 — these amendments did not have a material impact on the Group's
consolidated financial statements.

Annual improvements to IFRSs 2013 — these amendments did not have a material impact on the Group's
consolidated financial statements.

4 Critical accounting judgements, estimates and assumptions

The Group makes estimates and assumptions that affect assets and liabilities recognised in the financial
statements within the next financial year. Estimates and judgments are continuously evaluated and are
based on the management’s experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances.

Judgements that significantly affect the amounts recognised in the financial statements and estimates
that may require adjustments of the carrying amount of assets and liabilities within the next financial year
include:

Estimation of oil and gas reserves

Estimates of oil and gas recoverable reserves are imprecise as they require application of personal
judgement and are subject to regular revision, either upward or downward, based on new information
such as from the drilling of additional wells, observation of long-term reservoir performance under
producing conditions and changes of other factors. The management makes certain assumptions while
estimating actual volumes of available recoverable oil and gas reserves. Oil and gas reserves are
estimated for the purpose of the present statements in accordance with the provisions of Federal
Budgetary Institution “State Reserves Committee” (FBU “GKZ”).

Oil and gas estimation is used for depreciation of oil and gas assets and for impairment determination.
Oil and gas estimation is made based on possible assumptions and is reviewed on an annual basis.

Assumptions and estimates may vary as new information about oil and gas field reserves, change in
forecast and assumptions become available.

Reserve estimations have an impact on certain amounts of financial statements — oil and gas assets
depreciation value, and impairment losses. Depreciation of oil and gas assets is calculated using the unit-
of-production method for each field based upon initial recoverable reserves (under Russian classification
— A, B, C1 categories). Oil and gas estimation (under Russian classification — A, B, C1, C2 categories) is
also used for calculations of future cash flows to be the main evidence of asset impairment.

Useful life of other property, plant and equipment and intangible assets

The Group estimates the remaining useful life of other property, plant and equipment at least once a year
at the end of financial year. If expected values differ from previous estimations, changes are recognised
as changes in accounting estimates in accordance with IAS 8 “Accounting Policies, Changes in
Accounting Estimates and Errors”. The Management of the Group determines useful life periods for
property, plant and equipment and intangible assets subject to physical properties and terms during which
they bring benefit to the Group.

Impairment of goodwill and other assets

When assessed for possible impairment, forecast of cash flows requires a number of significant
assumptions and estimates of such assessments as oil and gas production output, natural gas, oil and
refined products prices, operating expenses, capital expenditures, hydrocarbon reserves, including such
macroeconomic indicators as inflation rate and discount rate. Besides, assumptions are applied for
determining generating group of assets subject to assessment for impairment. Value of assets and group
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of generating assets related to oil and gas production is determined based on production output
projections.

Asset retirement (decommissioning) and environmental protection obligation

Production and exploration operations of the Group are governed by a number of environmental safety
regulations and statutory acts. The Group assesses environmental protection liabilities based on the
Group’s Management awareness of the current legislation, licence agreements and in-house engineering
judgements. Decommissioning liabilities are recognised on a net discounted basis at the moment at
which the relevant liability arose. Actual deferred expenses may significantly differ from the amount of
liability formed. Additionally, such provision may be influenced by future changes in environmental safety
legislation and statutory acts, discount rates and expected terms of field development.

Pension benefit obligations

Pension benefit liabilities are assessed based on assumptions. Actual amounts may differ from the
estimated values of the Group and may be adjusted in the future based on modified expectations of the
Group.

Expected survival assumptions are based on published statistics and demographic tables of mortality.
At present, the pension age in the Russian Federation is 60 and 55 years for men and women
respectively.

5 New interpretations and standards

Certain new standards and interpretations have been issued that are mandatory for annual periods
beginning on or after 1 January 2016 and which the Group has not early adopted.

“Accounting for acquisitions of interests in joint operations” — Amendments to IFRS 11 (issued in
May 2014 and effective for annual periods beginning on or after 1 January 2016). This amendment
introduces new guidance on how to account for the acquisition of an interest in a joint operation that is a
business. The Group’s Management expects that this amendment will not have any material impact on its
consolidated financial statements.

“Clarification of acceptable methods of depreciation and amortisation” — Amendments to IAS 16
and IAS 38 (issued in May 2014 and effective for annual periods beginning on or after 1 January 2016).
In the amendment the IASB clarifies that revenue-based methods are not appropriate to calculate the
depreciation of an asset because the revenue from activities involving the use of an asset, usually takes
into account factors other than the consumption of economic benefits associated with the asset. The
Group’s Management expects that this amendment will not have any material impact on its consolidated
financial statements.

IFRS 15 “Revenue from contracts with customers” (issued in May 2014 and effective for periods
beginning on or after 1 January 2018). The new standard introduces a key principle according to which
the revenue shall be recognised when goods or services are rendered to a customer at a price of the
transaction. Any separate lots of goods or services shall be recognised separately, and all discounts and
retrospective discounts from the contractual price are, as a rule, distributed to the separate elements. If
the amount of compensation may vary due to some reason, then minimal sums shall be accepted in case
they are not subject to the significant reversal risk. Expenditures associated with the support of contracts
with customers shall be capitalised and depreciated for a term within which benefits from the contracts
are obtained. The Group’s Management expects that this amendment will not have any material impact
on its consolidated financial statements.

IFRS 9 “Financial instruments” (with amendments introduced in July 2014 and effective for annual
periods beginning on or after 1 January 2018).

The main differences of this standard from IAS 39 “Financial Instruments: Recognition and Measurement”
are as follows:

. financial assets must be classified into three measurement categories: subsequently measured at
amortised cost, subsequently measured at fair value through other comprehensive income and
subsequently measured at fair value through profit or loss.

. The classification of debt instruments depends on the business model for managing financial
assets of the entity and on whether contractual cash flows are solely payments of principal and
interest. If a debt instrument is held to raise funds, it can be measured at amortised cost, if it is also
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consistent with the requirement to pay only principal and interest. Debt instruments meeting the
requirement to pay only principal and interest held in the portfolio, when the entity both holds cash
flows of assets and sells assets, can be classified as measured at fair value through other
comprehensive income. Financial assets that do not contain cash flows meeting the requirement to
pay only principal and interest must be measured at fair value through profit or loss (for example,
derivatives). Embedded derivatives are not separated from financial assets and are included in
them when assessing compliance with the payment of only principal and interest.

. Investments in equity instruments are always measured at fair value. The management can make
an irreversible decision to present changes in fair value in other comprehensive income in case the
instrument is not intended for trading purposes. If the equity instrument is classified as held for
trading, the changes in fair value are presented in profit or loss.

. Most requirements for classification and measurement of financial liabilities were transferred from
IAS 39 to IFRS 9 unchanged. The main difference is the requirement for the entity to present the
effect of changes in its credit risk of financial liabilities classified as measured at fair value through
profit or loss in other comprehensive income.

. IFRS 9 introduces a new model of impairment loss recognition: an expected credit loss model. The
model provides a three-stage approach based on the change in the credit quality of financial assets
since their initial recognition. In practice, these new rules mean that entities must account for
immediate losses equal to 12-month expected credit losses at initial recognition of financial assets
that are not credit-impaired assets (or lifetime expected credit losses for trade receivables). In case
of a significant increase in credit risk, impairment is measured using lifetime expected credit losses
rather than using 12-month expected credit losses. The model provides a simplified approach for
trade and lease receivables.

. Revised requirements for hedge accounting ensure a closer connection of accounting with risk
management. This standard gives entities the opportunity to choose accounting policy: they may
apply the hedge accounting requirements of IFRS 9 or continue to apply the requirements
of IAS 39, because the standard does not consider macro hedge accounting now.

The Group is currently analysing the implications of the standard and its impact on the Group’s
consolidated financial statements.

“Agriculture: Bearer Plants” — Amendments to IAS 16 and IAS 41 (issued in June 2014 and effective
for annual periods beginning on 1 January 2016). These amendments are not relevant to the Group.

IFRS 14 “Regulatory deferral accounts” (issued in January 2014 and effective for annual periods
beginning on or after 1 January 2016). The standard permits first-time adopters of IFRS to continue
recognising amounts related to rate regulation in accordance with their previous GAAP requirements
when they adopt IFRS. However, to enhance comparability with entities that already apply IFRS and that
do not recognise these amounts, the standard requires that the effect from rate regulation must be
presented separately from other items. This standard does not apply to companies that already provide
financial statements prepared in accordance with IFRS.

“Equity method in separate financial statements” — Amendments to IAS 27 (issued in August 2014
and effective for annual periods beginning on 1 January 2016). These amendments allow entities to use
the equity method to account for investments in subsidiaries, joint ventures and associates in its separate
financial statements. These amendments are not relevant to the Group.

“Sale or contribution of assets between an investor and its associate or joint venture” -
Amendments to IFRS 10 and IAS 28 (issued in September 2014 and initially planned to be effective for
annual periods beginning on or after 1 January 2016 — postponed). These amendments eliminate the
mismatch between the requirements of IFRS 10 and IAS 28 relating to sale or contribution of assets
between an investor and its associate or joint venture. The main consequence of the amendments is that
gain or loss is recognised in full if the transaction constitutes a business. If the assets do not constitute a
business, profit or loss is recognised partially, even if the assets belong to a subsidiary. The Group’s
Management expects that this amendment will not have any material impact on its consolidated financial
statements. These amendments have not been adopted for use in the Russian Federation.

Annual improvements to IFRSs 2012-2014 (issued in September 2014 and effective for annual periods
beginning on or after 1 January 2016). The amendments affect four standards.

The purpose of the amendments to IFRS 5 is to clarify that a change the method of disposal (transfer
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from category “held for sale” to “held for distribution” or vice versa) is not a change of the plan of sales or
distribution and shall not be accounted for as a change of this plan.

The amendment to IFRS 7 provides additional guidance to help the management determine whether
servicing arrangements are representative of continuing involvement in a transferred financial asset for
the purpose of the transfer disclosures in accordance with IFRS 7. In addition, the amendment clarifies
that requirements for offsetting disclosure set out in IFRS 7 are not applicable to interim financial
statements unless required by IAS 34.

The amendment to IAS 19 clarifies that for post-employment benefit obligations, the decisions regarding
discount rate, existence of deep market in high-quality corporate bonds, or which government bonds to
use as a basis, should be based on the currency that the liabilities are denominated in, and not the
country where they arise.

IAS 34 will require a cross reference from the interim consolidated financial statements to the location of
“information disclosed elsewhere in the interim financial statements”.

The Group’s Management does not expect the amendments to have a material impact on the Group’s
consolidated financial statements.

“Disclosure initiative” — Amendments to IAS 1 (issued in December 2014 and effective for annual
periods beginning on or after 1 January 2016). The standard was amended to clarify the concept of
materiality and explain that the company does not need to provide disclosures required by IFRS if they
are not material even if such disclosures are included in the list of requirements of a certain international
financial reporting standard or are the minimum required disclosures. The standard also includes new
guidance on disclosures in the financial statements of subtotals, according to which the subtotals
(a) should be made up of items that are recognised and evaluated in accordance with IFRS; (b) should be
presented and labelled in a manner that makes the components of the subtotal understandable; (c)
should be consistent from period to period; and (d) should not be displayed with more prominence than
the subtotals and totals required by IFRS.

The Group is currently assessing the impact of the amendments on its financial statements.

“Investment Entities: Applying the Consolidation Exception” — Amendments to IFRS 10, IFRS 12
and IAS 28 (issued in December 2014 and effective for annual periods beginning on or after
1 January 2016). These amendments explain that the investment company is required to measure its
investments in subsidiaries that are investment companies at fair value through profit or loss. In addition,
the exception to the requirement to present consolidated financial statements, if the ultimate or any parent
company of the enterprise provides consolidated financial statements available for public use, is
supplemented with an explanation that this exception applies regardless of whether the subsidiary is
included in consolidation or measured at fair value through profit or loss in accordance with IFRS 10 in
consolidated financial statements of the ultimate or any parent company. The Group’s Management does
not expect the amendments to have a material impact on the Group’s consolidated financial statements.

IFRS 16 “Leases” (issued in January 2016 and effective for annual periods beginning on or after
1 January 2019). The new standard establishes principles for the recognition, measurement, presentation
and disclosure of leases. All leases result in the lessee obtaining the right to use an asset at the start of
the lease and, if lease payments are made over time, also obtaining financing. Accordingly, IFRS 16
eliminates the classification of leases as either operating leases or finance leases as is required
by IAS 17 and, instead, introduces a single lessee accounting model. A lessee is required to recognise:
(a) assets and liabilities for all leases with a term of more than 12 months, unless the underlying asset is
of low value; and (b) depreciation of lease assets separately from interest on lease liabilities in the income
statement. IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17.
Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and to
account for those two types of leases differently.

This standard has not been adopted for use in the Russian Federation.
The Group is currently assessing the impact of the amendments on the Group’s consolidated financial
statements.

“Recognition of deferred tax assets for unrealised losses” — Amendments to IAS 12 (issued in
January 2016 and effective for annual periods beginning on or after 1 January 2017). The amendment
clarifies the requirement for recognition of deferred tax assets for unrealised losses on debt instruments.
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An entity shall recognise deferred tax assets for unrealised losses arising from discounted cash flows on
debt instruments using market interest rates, even if it intends to hold the instrument to maturity and no
payment of taxes is expected after getting principal. The economic benefit embodied in the related
deferred tax asset arises from the ability of the holder of the debt instrument to achieve future gains
(taking into account the effect of discounting) without paying taxes on those gains.

The Group is considering the impact of the amendments on its financial statements.

IAS 7 “Statement of cash flows” (issued in February 2016 and effective for periods beginning on
1 January 2017). The amendments are intended to improve information about an entity’s financing
activities that allows to evaluate changes in liabilities arising from financing activities, which requires the
disclosure of the following changes in liabilities:

changes from financing cash flows;

changes arising from obtaining or losing control of subsidiaries or other businesses;
the effect of changes in foreign exchange rates;

changes in fair value;

other changes.

New disclosure requirements also relate to changes in financial assets.

The amendments state that changes in liabilities arising from financing activities must be disclosed
separately from changes in other assets and liabilities.

The Group is currently assessing the impact of the amendments on its financial statements.

“Revenue from contracts with customers” — Amendments to IFRS 15 (issued in April 2016 and
effective for periods beginning on or after 1 January 2018). The amendments do not change the
underlying principles of the standard. The amendments clarify how to identify a performance obligation
(the promise to transfer goods or services to a customer) in a contract; determine whether a company is a
principal (the provider of a good or service) or an agent (responsible for arranging for a good or service to
be provided); and determine whether the revenue from granting a licence should be recognised at a point
in time or over time. In addition to the clarifications, the amendments include two additional reliefs to
reduce cost and complexity for a company when it first applies the new standard.

The Group is currently assessing the impact of the amendments on its financial statements. These
amendments have not been adopted for use in the Russian Federation.

6 Subsidiaries

The Company has the following subsidiaries registered and doing business in the Russian Federation:

As of As of
31 December 31 December
2015 2014
Ownership Ownership
interest interest
Description Area of activity (%) (%)
Oil and gas exploration and
production
Parent Parent
OJSC “Surgutneftegas” Oil and gas exploration and production company company
Qil refining
LLC “KINEF” Oil refining 100% 100%
Qil products sale
LLC “Novgorodnefteproduct” Oil products sale 100% 100%
LLC “Pskovnefteproduct” Oil products sale 100% 100%
LLC “Kaliningradnefteproduct” Oil products sale 100% 100%
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LLC “MA “Tvernefteproduct” Oil products sale 100% 100%
LLC “KIRISHIAVTOSERVIS” Oil products sale 100% 100%

Other companies

LLC “Insurance Company

“Surgutneftegas” Insurance 100% 100%
Closed Joint Stock Company
“Surgutneftegasbank”
(ZAO “SNGB”) Banking operations 97.7591% 97.7591%
LLC “Surgutmebel” Manufacture of wood construction items 100% 100%
0OJSC “Sovkhoz “Chervishevsky” Agriculture 94.9996% 94.9996%
LLC “Media-Invest” Television and radio broadcasting,

production and coverage of TV and radio

programmes 100% 100%
LLC “Lengiproneftekhim” Engineering 100% 100%

The presented list of subsidiaries is complete; the Group has no subsidiaries outside the Russian
Federation.

As of 31 December 2015, non-controlling interests in the amount of RUB 186 million (as of
31 December 2014 — RUB 169 million) are not significant to the Group.

7 Segment information

Information about the Group is considered by individual executive body represented by director general of
the Company and deputies of director general covering different operations (the Management) to
comprise the following operating segments:

“Exploration and production” is part of the Company’s activity related to exploration, evaluation,
production of oil and gas, and oil sale;

“Refining and sale” is part of the Company’s activity related to oil and gas processing, and sale of refined
products, and the activity of the Group’s subsidiaries involved in refining and refined products sale;

“Other activity” includes all other non-significant segments having no similar economic performance and
represents subsidiaries of the Group engaged in banking operations, insurance and production of other
goods, jobs and services.

On a monthly basis the Management estimates performance results of the segments based on the
revenue, profit and operating expenses to resolve on resource distribution and operating efficiency.

Results of separate significant operations and a number of adjustments required to bring RAS statements
in line with the relevant IFRS amounts are considered by the Management across the whole Group
without breakdown by segments.

Sales operations among operational segments recorded as “intersegment sales” are performed based on
market prices.
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Performance results of production segments for 2015:

Exploration

Refining Other Intersegment
and - Total
. and sale activity sales

production
Sales revenue
Export, including: 501,271 223,160 - - 724,431
revenues from crude sales 501,271 - - - 501,271
revenues from oil products sales - 223,160 - - 223,160
revenues from gas products sales - - - - -
other sales - - - - -
Domestic market,
including: 168,911 184,654 3,275 (78,666) 278,174
revenues from crude sales 144,996 - - (15,638) 129,358
revenues from oil products sales - 173,535 - (61,299) 112,236
revenues from gas and gas products sales 15,494 5,751 - (6) 21,239
sale of other products and finished goods 2,846 3,897 1,516 (625) 7,634
other sales 5,575 1,471 1,759 (1,098) 7,707
Total sales revenue 670,182 407,814 3,275 (78,666) 1,002,605
Operating expenses (470,735) (357,274) (8,607) 78,002 (758,614)
Operating profit / (loss) 199,447 50,540 (5,332) (664) 243,991
Finance income 108,285
Finance expenses (15,852)
Exchange differences 583,006
Gain / (loss) on sale and other disposal
of financial assets 22
Share of profit / (loss) of associates 299
Other income / (expenses) (229)
Profit before tax 919,522
Income tax (157,949)
Net income 761,573
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Performance results of production segments for 2014:

Exploration

Refining Other  Intersegment
and - Total
. and sale activity sales
production
Sales revenue
Export, including: 386,434 189,804 - - 576,238
revenues from crude sales 386,434 - - - 386,434
revenues from oil products sales - 189,628 - - 189,628
revenues from gas products sales - 176 - - 176
other sales - - - - -
Domestic market,
including: 174,610 208,803 3,784 (72,861) 314,336
revenues from crude sales 152,287 - - (13,408) 138,879
revenues from oil products sales - 195,879 - (57,793) 138,086
revenues from gas and gas products sales 14,564 7,405 - ©) 21,962
sale of other products and finished goods 2,825 3,482 1,989 (716) 7,580
other sales 4,934 2,037 1,795 (937) 7,829
Total sales revenue 561,044 398,607 3,784 (72,861) 890,574
Operating expenses (445,925) (345,361) (8,825) 72,337 (727,774)
Operating profit / (loss) 115,119 53,246 (5,041) (524) 162,800
Finance income 69,297
Finance expenses (7,135)
Exchange differences 845,940
Gain / (loss) on sale and other disposal
of financial assets (9)
Share of profit / (loss) of associates (353)
Other income / (expenses) (1,001)
Profit before tax 1,069,539
Income tax (184,706)
Net income 884,833
Sales comprise the following (based on the registration country):
Sales 2015 2014
export of crude oil — Europe 454,646 507,214
export of crude oil — Asia 190,185 160,484
export of crude oil — CIS, other than Russia 45,926 36,871
export of crude oil — Canada 14,970 26,670
domestic sales of crude oil 129,358 138,879
domestic sales of gas 15,488 14,557
Total oil and gas sales 850,573 884,675
export of oil products — Europe 290,361 314,667
domestic sales of oil products 112,236 138,086
export of gas products — Europe - 291
domestic sales of gas products 5,751 7,405
Total oil and gas products sales 408,348 460,449
Other domestic sales 15,341 15,409
Total sales 1,274,262 1,360,533
less export duties (271,657) (469,959)
Total sales revenue 1,002,605 890,574
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Information about sales to the main buyers

The Group has one buyer accounting for over 10% of total revenues of the Group. Aggregate amount of
revenues from the main buyer for 2015 is RUB 134,975 million (for 2014 — RUB 142,791 million). This
revenue is included in “Refining and sale”.

The Management does not believe that the Group depends on any individual buyer.
8 Related party transactions

Parties are generally considered to be related if one party has the ability to control the other party or can
exercise significant influence over the other party in its financial and business activities as well as in
making financial and operational decisions. While considering each possible related party’s relationship,
the economic essence of such relationship, not merely the legal form, is taken into account.

Related parties may enter into transactions, which unrelated parties might not exercise, and transactions
between related parties may not be affected on the same terms and conditions as transactions between
unrelated parties.

Within 2015 and 2014, the Group entered into transactions with JSC “NPF “Surgutneftegas” to finance
pensions of employees retired within the year, and other related parties.

Within 2015 and 2014, the Group contributed to JSC “NPF “Surgutneftegas” RUB 1,212 million and RUB
1,118 million respectively.

As of 31 December 2015, the Group had RUB 2,285 million (as of 31 December 2014 — RUB 2,051
million) of loans received from the related parties (funds of the customers of the Group’s bank).

The amount of compensation subject to the regional coefficient and Northern allowance (the salary for the
reporting period with taxes and other obligatory budget and non-budget payments accrued, annual paid
leave for the work performed in the reporting period and similar payments) to the key management
personnel (9,835 people in 2015 and 9,732 people in 2014), including structural units and subsidiaries of
the Company, authorised to plan and control the Group’s operations in 2015 equalled RUB 32,061 million
(for 2014 — RUB 29,417 million). Pension benefits are provided to the management personnel on a non-
preferential basis.

9 Cash and cash equivalents, restricted cash

Cash and cash equivalents represent the following:

As of As of

31 December 2015 31 December 2014
Cash in hand and at current accounts 13,791 6,391
- rubles 6,335 4,870
- foreign currency 7,456 1,521
Deposits with original maturity under contract less than
3 months 91,905 21,528
Total cash and cash equivalents 105,696 27,919

Restricted cash represents obligatory reserves of the Group’s bank at the accounts of the Central Bank of
the Russian Federation.

Information on cash and cash equivalents placed by currency and credit quality is presented
in Note 32.
10 Deposits placed

Placed deposits comprise the following:

As of As of
31 December 2015 31 December 2014

Bank deposits:

- short-term 527,189 727,419
- long-term 1,940,169 1,186,001
Total deposits placed 2,467,358 1,913,420
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Placed cash represents short-term and long-terms bank deposits. Interest is paid mainly together with
return of the principal amount to the current account. In accordance with deposit agreement, the Group
loses its right to part of the accrued interest in case of early return of the principal amount.

The amount of deposits interest received at current accounts of the Group for 2015 is RUB 100,828

million (for 2014 — RUB 58,291 million).

The classification of deposits by maturity is presented in the table below:

As of As of

31 December 2015 31 December 2014
with maturity less than 30 days 136 59,217
with maturity between 31 and 90 days 33,528 117,144
with maturity between 91 and 180 days 188,969 208,065
with maturity between 181 and 270 days 162,915 153,003
with maturity between 271 and 365 days 141,641 189,990
with maturity more than 365 days 1,940,169 1,186,001
Total bank deposits 2,467,358 1,913,420

The Management believes that in the foreseeable future the Group will not need to withdraw funds from

financial instruments.
Information on deposits placed by currency and credit quality is presented in Note 32.

The fair value of deposits is disclosed in Note 33.
11 Receivables

Accounts receivable include:

As of As of

31 December 2015 31 December 2014

Trade receivables 54,278 51,548
impairment provision (172) (194)
Other receivables 6,356 10,197
impairment provision (391) (421)
Total receivables, including: 60,071 61,130
short-term 59,522 60,419
long-term 549 711

A provision for impairment of trade receivables and other receivables has been estimated based on the
individual customers, payment history, debts repaid after the reporting date (on an individual basis).

Analysis of changes in impairment provision of receivables is presented below:

Trade receivables

Other receivables

Impairment provision of accounts receivable

as of 1 January 2014 (266) (433)
Impairment provision of accounts receivable charged 8} (42)
Impairment provision of accounts receivable used - 26
Impairment provision of accounts receivable recovered 73 28
Impairment provision of accounts receivable

as of 31 December 2014 (194) (4212)
Impairment provision of accounts receivable charged 4) (61)
Impairment provision of accounts receivable used - 82
Impairment provision of accounts receivable recovered 26 9
Impairment provision of accounts receivable

as of 31 December 2015 (172) (391)

As of 31 December 2015, the Group had three (as of 31 December 2014 — three) main debtors, each with

at least 10% of total accounts receivable. These debtors provide about 19% of the
2015 (in 2014 — 18%).

Information on receivables by currency and credit quality is presented in Note 32.

Group’s revenue in
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12 Advances issued

Advances issued include:

As of As of
31 December 2015 31 December 2014
Export custom duties 11,832 27,148
Oil transport 4,897 9,576
Other advances issued 5,652 4,949
Total advances issued 22,281 41,673

13 Loans granted

Short-term and long-term loans granted are represented by credits of the Group’s bank and other loans:

As of As of

31 December 2015 31 December 2014

Current credits and loans 36,365 41,528
Overdue and/or impaired credits and loans 16,171 6,807
Impairment provision (7,642) (4,973)
Total loans granted, including: 44,894 43,362
short-term 19,894 21,541
long-term 25,000 21,821

Analysis of changes in provision for impairment of loans granted is presented below:

2015 2014
Impairment provision as of 1 January (4,973) (3,950)
(allocations to provision) / provision recovery (2,669) (1,023)
Impairment provision as of 31 December (7,642) (4,973)

Analysis of loans granted by currency and credit quality as well as information on the fair value of the
collateral are disclosed in Note 32.

14 Inventories
Inventories include:

As of As of
31 December 2015 31 December 2014

Oil and refined products 13,872 14,823
impairment provision (44) (11)
Materials and supplies 56,933 42,650
impairment provision (6,710) (2,520)
Other reserves 6,222 7,646
impairment provision (413) (412)
Goods for resale 3,257 1,378
impairment provision - (5)
Work in progress 2,699 1,873
Gas and gas products 28 23
Total inventories 75,844 65,446
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15 Property, plant and equipment

Oil and gas Refining and Other Construction Total
exploration sale properties in progress
and

production
Historical cost
as of 31 December 2013 890,659 215,553 93,549 26,673 1,226,434
Construction and proceeds 143,049 2,412 6,765 22,457 174,683
Reclassifications - 8,521 5,492 (14,013) -
Internal movements (6,352) 5 6,347 - -
Changes in asset retirement
(decommissioning) obligations 118 - - - 118
Disposals, retirements and other
movements (12,214) (854) (2,703) (529) (16,300)
Historical cost
as of 31 December 2014 1,015,260 225,637 109,450 34,588 1,384,935
Construction and proceeds 152,453 4,721 10,085 27,219 194,478
Reclassifications - 10,095 3,891 (13,986) -
Internal movements (11,585) (929) 12,514 - -
Changes in asset retirement
(decommissioning) obligations 22,056 - - - 22,056
Disposals, retirements and other
movements (8,782) (1,678) (1,616) (1,756) (13,832)
Historical cost
as of 31 December 2015 1,169,402 237,846 134,324 46,065 1,587,637
Accumulated depletion,
depreciation and amortisation
as of 31 December 2013 (117,840) (32,521) (28,275) - (178,636)
Charge for the period (59,848) (23,292) (7,607) - (90,747)
Internal movements (4,302) (205) 4,507 - -
Impairment (6,419) (395) - - (6,814)
Disposals, retirements and other
movements 1,585 297 1,856 - 3,738
Accumulated depletion,
depreciation and amortisation
as of 31 December 2014 (186,824) (56,116) (29,519) - (272,459)
Charge for the period (56,497) (21,347) (9,137) - (86,981)
Internal movements 2,262 (85) (2,177) - -
(Impairment) / reversal of
impairment 270 (1,627) (36) - (1,393)
Disposals, retirements and other
movements 2,684 405 896 - 3,985
Accumulated depletion,
depreciation and amortisation
as of 31 December 2015 (238,105) (78,770) (39,973) - (356,848)
Carrying amount
as of 31 December 2013 772,819 183,032 65,274 26,673 1,047,798
Carrying amount
as of 31 December 2014 828,436 169,521 79,931 34,588 1,112,476
Carrying amount
as of 31 December 2015 931,297 159,076 94,351 46,065 1,230,789

As of 31 December 2015, property, plant and equipment included advances for purchase and
construction of property, plant and equipment in the amount of RUB 6,848 million (as of 31 December

2014 — RUB 11,224 million).

On each date of the consolidated financial statements, the Management estimates a decline in the
recoverable value of the assets below their carrying amount. In 2015, the Group reversed the loss from
impairment of the exploration and production assets in the amount of RUB 270 million. As of
31 December 2015, the amount of the loss from impairment of the exploration and production assets was

RUB 6,149 million (as of 31 December 2014 — RUB 6,419 million).
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In 2015, the Group recognised the loss from impairment of property, plant and equipment of sales
companies in the amount of RUB 1,627 million. As of 31 December 2015, the amount of the loss from
impairment of property, plant and equipment of sales companies was RUB 2,022 million (as of
31 December 2014 — RUB 395 million).

As of 31 December 2015, the Group recognised the loss from impairment of property, plant and
equipment of other companies in the amount of RUB 36 million (as of 31 December 2014 — no
impairment has been identified).

Depreciation on property, plant and equipment includes the amount capitalised in construction in progress
for 2015 in the amount of RUB 17,006 million (for 2014 — RUB 16,891 million).

Exploration and evaluation assets included in the cost of property, plant and equipment of oil and gas
production and exploration changed over the period as follows:

2015 2014
As of 1 January 40,781 42,651
Capitalised costs 15,636 17,256
Reclassified to property, plant and equipment (1,598) (5,832)
Disposal of expenses associated with ineffective
exploration and evaluation (2,557) (7,377)
(Impairment) / reversals of impairment 270 (5,917)
As of 31 December 52,532 40,781

The cost of oil and gas exploration and production licences included in exploration and production
properties changed as follows:

2015 2014
Historical cost as of 1 January 65,943 64,563
Impairment (181) -
Accumulated depreciation (1,884) (1,681)
Carrying amount as of 1 January 63,878 62,882
Proceeds 821 1,748
Disposals and retirement of assets
by exploration and evaluation - (368)
Impairment - (181)
Depreciation charge (255) (203)
Carrying amount as of 31 December 64,444 63,878
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16 Intangible assets

Software Goodwill Other Total
Historical cost
As of 31 December 2013 5,036 5,788 461 11,285
Proceeds 1,273 - 106 1,379
Disposal (974) - (36) (1,010)
As of 31 December 2014 5,335 5,788 531 11,654
Proceeds 594 - 203 797
Disposal (397) - (44) (441)
As of 31 December 2015 5,532 5,788 690 12,010
Depreciation and impairment
loss
As of 31 December 2013 (3,027) - (117) (3,144)
Accumulated depreciation (736) - (35) (771)
Impairment - (148) - (148)
Disposal 956 - 20 976
As of 31 December 2014 (2,807) (148) (132) (3,087)
Accumulated depreciation (604) - (44) (648)
Disposal 359 - 33 392
As of 31 December 2015 (3,052) (148) (143) (3,343)
Net carrying amount
as of 31 December 2013 2,009 5,788 344 8,141
Net carrying amount
as of 31 December 2014 2,528 5,640 399 8,567
Net carrying amount
as of 31 December 2015 2,480 5,640 547 8,667

In 2015, amortisation of intangible assets was not capitalised into property, plant and equipment. In 2014,
the amount of capitalised amortisation of intangible assets into property, plant and equipment was RUB
16 million.

On each date of the consolidated financial statements, the Management estimates a decline in the
recoverable value of the assets below their carrying amount. As of 31 December 2015, no impairment of
intangible assets has been identified. As of 31 December 2014, no impairment of intangible assets,
excluding goodwill, has been identified.

As of 31 December 2015 and 2014, the Group had no intangible assets with indefinite useful lives
(excluding goodwill).
Goodwill

As of 31 December 2015 and 2014, the goodwill amount was allocated to “Refining and distribution”
segment. This goodwill is recognised as the Company and its subsidiaries represent a business
combination.

As of 31 December 2015, no impairment of goodwill has been identified. As of 31 December 2014, the
amount of the recognised loss from impairment was RUB 148 million.

17 Investments in associates

The Group has an equity-accounted investment in associated company CJSC “National Media Group”
(NMG).

The Group’s interest in the capital of NMG as of 31 December 2015 and 2014 was 26.22%. NMG is a
holding company with investments in companies involved in television and radio broadcasting in the
Russian Federation, printing of periodicals (newspapers) as well as in other companies.

The carrying amount of the investment as of 31 December 2015 amounted to RUB 6,210 million (as of
31 December 2014 — RUB 5,758 million).
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Net assets of NMG as of 31 December 2015 amounted to RUB 19,480 million (as of 31 December 2014 —
RUB 17,759 million); the amount of goodwill recognised in the cost of investments as of
31 December 2015 and 2014 equalled RUB 1,103 million.

18 Other financial assets

Short-term and long-term financial assets include:

As of As of
31 December 2015 31 December 2014

Short-term financial assets

Financial assets at fair value through profit and loss 33 485
Financial assets available-for-sale 1,900 1,547
Investments held-to-maturity 1,251 2,791
Total short-term financial assets 3,184 4,823
Long-term financial assets

Financial assets at fair value through profit and loss 457 58
Financial assets available-for-sale 14,145 7,660
Investments held-to-maturity 507 1,419
Total long-term financial assets 15,109 9,137

Financial assets recorded at fair value through profit and loss

The structure of financial assets recorded at fair value through profit and loss is presented below:

As of As of

31 December 2015 31 December 2014
Corporate bonds 310 177
Government bonds 97 217
Subfederal and municipal bonds 82 2
Shares 1 3
Corporate eurobonds - 144
Total financial assets
recorded at fair value through profit and loss 490 543

Corporate bonds are presented by interest bearing securities denominated in Russian rubles issued by
major Russian companies and banks which are listed on Moscow Interbank Currency Exchange
(MICEX).

Corporate eurobonds are presented by interest bearing securities denominated in US dollars issued by
major Russian companies and freely traded internationally.

Government securities are federal loan bonds (FLB) issued by the Ministry of Finance of the Russian
Federation and denominated in Russian rubles.

As of 31 December 2015, there were no securities held in trust (as of 31 December 2014 — the value of
securities held in trust amounted to RUB 341 million).

Securities recorded at fair value through profit and loss are reviewed by credit quality and currency
in Note 32.
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Available-for-sale financial assets

The structure of available-for-sale financial assets is presented below:

As of As of
31 December 2015 31 December 2014
Shares 5,531 5,494
Government, subfederal and municipal bonds 4,430 646
Corporate eurobonds 4,317 1,745
Corporate bonds 1,693 1,248
Contributions to share capitals 74 74
Total financial assets available-for-sale 16,045 9,207
Movements in available-for-sale financial assets are presented below:
2015 2014
Carrying amount as of 1 January 9,207 12,014
Acquisition / reclassification 11,215 5,259
Redemption / sale / reclassification (5,650) (8,175)
Accrued interest income 570 294
Interest received (552) (365)
Exchange differences 896 449
Gains / (losses) on fair value revaluation 359 (269)
Carrying amount as of 31 December 16,045 9,207
Available-for-sale financial assets are reviewed by credit quality and currency in Note 32.
Held-to-maturity investments
Structure of held-to-maturity investments is presented below:
As of As of
31 December 2015 31 December 2014
Government bonds 1,576 2,828
Corporate bonds 102 589
Subfederal and municipal bonds 80 269
Corporate eurobonds - 524
Total investments held-to-maturity 1,758 4,210
The movement in held-to-maturity investments is presented below:
2015 2014
Carrying amount as of 1 January 4,210 6,204
Proceeds / reclassification 12,690 7,254
Disposal / redemption / reclassification (21,035) (3,385)
Accrued interest income 785 634
Interest received (858) (586)
Exchange differences (70) 129
Gains / (losses) from reflection at amortised cost 8 (12)
Impairment provision 6,028 (6,028)
Carrying amount as of 31 December 1,758 4,210

In 2015, the Group recovered impairment provision of the part of held-to-maturity investments due to

asset disposal. In 2014, the reserve amounted to RUB 6,028 million.

In 2015, the Group did not change its position concerning the classification of available-for-sale financial
assets. In 2014, the Group reclassified the part of investments in bonds from the category of available-for
sale financial assets into the category of held-to-maturity investments. At the date of this reclassification,

the fair value of these securities equalled RUB 4,421 million.

Held-to-maturity investments are reviewed by credit quality and currency in Note 32.

Information on the fair value of held-to-maturity investments is presented in Note 33.
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19 Payables and accrued liabilities

Accounts payable and accrued liabilities include:

As of As of
31 December 2015 31 December 2014

Accounts payable to employees of the Company 27,238 24,460
Accounts payable for acquired

property, plant and equipment 11,815 6,448
Trade payables 10,269 10,128
Dividends payable 1,103 582
Other accounts payable 1,296 1,503
Total payables and liabilities accrued 51,721 43,121
Including the financial part of the accounts payable 24,476 18,661

The financial part of the accounts payable is reviewed by currency and maturity in Note 32.

20 Other financial liabilities

Other short-term and long-term financial liabilities are current accounts and customer deposits of the

Group’s bank.

As of
31 December 2015

As of
31 December 2014

Current / settlement accounts and demand accounts 10,413 8,724

Fixed-term deposits 73,013 42,145

Total other financial liabilities,

including: 83,426 50,869
short-term 79,077 37,671
long-term 4,349 13,198

Interest rates on deposits are charged at rates ranging from 0.01% to 18.25% in rubles (in 2014 — from
0.01% to 16%) and from 0.25% to 5% in foreign currency (in 2014 — from 0% to 5%). Interests on
settlement and current accounts range from 0.01% to 14.5% in rubles (in 2014 — from 0% to 14.5%) and
from 0% to 3.5% in foreign currency (in 2014 — from 0% to 3.5%).

Other financial liabilities are reviewed by currency and maturity in Note 32.

21 Other tax liabilities

As of As of
31 December 2015 31 December 2014
Mineral extraction tax 19,708 22,068
Property tax 3,269 3,249
Value added tax 1,616 3,818
Other 6,409 5,885
Total other tax liabilities 31,002 35,020
22 Provisions for liabilities and charges
As of As of
31 December 2015 31 December 2014
Asset retirement obligations 88,456 64,781
Post-employment benefit obligations 16,966 14,584
Other liabilities 1,536 2,452
Total [I_)I‘O\./ISIOHS for liabilities and charges, 106,958 81.817
including:
short-term 2,628 3,489
long-term 104,330 78,328
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Asset retirement obligations

Asset retirement obligations represent cost estimation of land recultivation, wells decommissioning and

dismantling of field facilities.

2015 2014
Obligations as of 1 January 64,781 63,223
Proceeds 10,497 11,008
Changes in estimates and discounting rates 11,559 (10,890)
Discount cost amortised 1,997 2,061
Provision used (378) (621)
Obligations as of 31 December 88,456 64,781

Obligations recognised as of 31 December 2015 and 2014 are long-term.

The estimated costs are assessed on the basis of information available at the reporting date. Upon

changes of data the calculations made are adjusted.

Post-employment benefit obligations

Post-employment benefit obligations are performed by the Group at the time the employee retires. The
right to pension benefits is given to workers who have been continuously employed by the Group for not
less than five complete years and retired on or after the retirement age. The contribution to JSC “NPF
“Surgutneftegas” and lump-sum payments depend on the length of service, the salary level and is defined

in the collective agreement.

Expenses recognised in the consolidated statement of profit and loss and other comprehensive income
and liabilities recognised in the consolidated statement of financial position are as follows:

2015 2014

Obligations as of 1 January 14,584 16,359

Interest liability expenses 934 802

Current service cost 389 467

Benefits paid (1,389) (1,212)

Actuarial (gain) / loss 2,448 (1,832)

Obligations as of 31 December 16,966 14,584
Obligations by maturity are as follows:

As of As of
31 December 2015 31 December 2014

Short-term 1,092 1,037

Long-term 15,874 13,547

Total post-employment benefit obligations 16,966 14,584
Expenses allocated to payrolls:

2015 2014

Current service cost 389 467

Interest liability expenses 934 802

Net expenses on pension benefits 1,323 1,269
The main actuarial assumptions in the reporting period have the following weighted averages:

As of As of
31 December 2015 31 December 2014

Discount rate 9.49% 13.00%

Average long-term increase

in employee compensation 4.33% 4.56%

Rate of inflation and growth of pension 4.33% 4.56%
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23 Equity
Share capital and share premium

As of 31 December 2015 and 2014:

Share capital
Ordinary shares:

Number of shares issued, thousand 35,725,995
Par value (1 ruble per share), million rubles 35,726
Amount adjusted for inflation, million rubles 121,203

Preference shares:

Number of shares issued, thousand 7,701,998
Par value (1 ruble per share), million rubles 7,702
Amount adjusted for inflation, million rubles 33,463

Share premium

Amount by which the fair value of funds received exceeded the par

value, million rubles 35,245
Amount adjusted for inflation, million rubles 57,809

The share capital is fully paid. In 2015 and 2014, changes in the structure of the share capital did not
occur. The Company did not place any shares.

Treasury shares

As of 31 December 2015 and 2014, the Group owned 650 thousand of ordinary shares, i.e. less than 1%
of the total number of shares.

Dividends

The Company’s accounting statement prepared in accordance with Russian accounting standards which
differ significantly from IFRS consolidated statement serves as the basis for the distribution of profits to
shareholders. Net income of the current year calculated in accordance with the applicable law of the
Russian Federation and recognised in the Company’s statements prepared according to Russian
Accounting Standards (RAS) is subject for distribution.

As of 27 June 2015, the annual general meeting of shareholders of the Company declared dividends for
the year ended 31 December 2014 in the amount of RUB 0.65 per one ordinary share and RUB 8.21 per
one preference share.

As of 27 June 2014, the annual general meeting of shareholders of the Company declared dividends for
the year ended 31 December 2013 in the amount of RUB 0.6 per one ordinary share and RUB 2.36 per
one preference share.

As of the date of these consolidated financial statements, the Company did not declare dividends for the
year ended 31 December 2015.

24 Export duties

2015 2014
Export duties on oil sales 204,456 344,805
Export duties on oil and gas products sales 67,201 125,154
Total export duties 271,657 469,959

Lower export duties are mainly due to the change of the rate of the customs export duty for crude oil.
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25 Operating expenses

2015 2014
Taxes, excluding income tax 363,328 346,019
Production services 87,033 87,196
Employee benefits 81,152 71,446
Selling and storage expenses 79,633 64,252
Depreciation, depletion and amortisation 70,623 74,611
Supplies 41,835 29,154
Utility and electricity expenses 31,287 29,182
Goods for resale 7,476 10,227
Expenses from disposal of exploration and production
properties 2,772 7,745
Changes in inventory and work in progress (13,449) (9,605)
Other expenses 6,924 17,547
Total operating expenses 758,614 727,774
Employee benefits include:
2015 2014
Salary and charges 78,649 69,588
Provision for vacation 1,644 1,053
Contributions to pension funds 859 805
Total employee benefits 81,152 71,446
Taxes, other than income tax, include:
2015 2014
Mineral extraction tax 340,359 316,457
Property tax 12,439 12,948
Excise 9,844 15,978
Other taxes 686 636
Total taxes, excluding income tax 363,328 346,019
26 Finance income and expenses
2015 2014
Interest receivable 108,170 69,233
Interest income from discounting 115 64
Total financial income 108,285 69,297
2015 2014
Interest expense from discounting (9,420) (4,477)
Interest payable (6,432) (2,658)
Total financial expenses (15,852) (7,135)

In the article “Interest expense from discounting” the amount of discount for placed deposits for 2015 in
the amount of RUB 5,005 million is recognised (for 2014 — RUB 2,219 million).

27 Exchange differences

Exchange differences arise in the result of oil and refined products sales denominated in foreign currency
and are disclosed within placed deposits in foreign currency in the statement of financial position. The
official exchange rates of the Central Bank of the Russian Federation for foreign currencies against ruble
are presented in rubles below:

As of As of
31 December 2015 31 December 2014
US Dollar 72.88 56.26
Euro 79.70 68.34
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Average exchange rates in 2015 and 2014 equalled:

2015 2014
US Dollar 60.96 38.42
Euro 67.78 50.82
Exchange differences include:
2015 2014
Income from exchange differences 1,382,900 991,363
Expense from exchange differences (799,894) (145,423)
Total exchange differences 583,006 845,940
28 Income tax
2015 2014
Current income tax 146,349 166,515
Changes in deferred tax assets / liabilities 11,600 18,191
Income tax expense 157,949 184,706

In 2015 and 2014, the rate of income tax currently applied in the Russian Federation was 20%.

Profit before tax recognised in the financial statements correlates with income tax expenses as follows:

2015 2014
Profit before tax 919,522 1,069,539
Provisional profits tax expense 183,904 213,908
Tax effect of the preferential tax rate (30,371) (34,788)
Tax effect of items which are not accounted for tax
purposes 4,416 5,586
Total income tax expense 157,949 184,706
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Temporary differences arising between the data of these consolidated financial statements and the data
of tax accounting resulted in the following deferred assets and liabilities for income tax for 2015:

Changes Changes
As of for the period  for the period As of
31 December recognised in the other 31 December
2015 in profit (loss) comprehensive 2014
for the period income
Tax effect of deductible
temporary differences
Inventories 2,178 502 - 1,676
Property, plant and equipment 22,574 (17,042) - 39,616
Intangible assets 4,390 3,622 - 768
Financial assets 4,008 (301) - 4,309
Receivables 463 (1,128) - 1,591
Payables 283 66 - 217
Other accruals and additional
charges 4,480 (1,263) 468 5,275
Deferred tax assets 38,376 (15,544) 468 53,452
Set off deferred tax assets /
(liabilities) (37,207) (52,356)
Total deferred tax assets 1,169 1,096
Tax effect of taxable
temporary differences
Inventories (2,342) 119 - (2,461)
Property, plant and equipment (156,056) (2,264) - (153,792)
Intangible assets (14,313) (907) - (13,406)
Financial assets (159) 1,667 (72) (1,754)
Receivables (2,315) 3,920 - (6,235)
Payables (55) 141 - (196)
Other accruals and additional
charges (546) 1,268 - (1,814)
Deferred tax liabilities (175,786) (3,944) (72) (179,658)
Set off deferred tax assets /
(liabilities) 37,207 52,356
Total deferred tax liabilities (138,579) (127,302)
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Temporary differences arising between the data of these consolidated financial statements and the data
of tax accounting resulted in the following deferred assets and liabilities for income tax for 2014:

As of Changes Changes As of
for the period for the period
31 December recognised in the other 31 December
2014 in profit (loss) comprehensive 2013
for the period income
Tax effect of deductible
temporary differences
Inventories 1,676 349 - 1,327
Property, plant and equipment 39,616 7,962 - 31,654
Intangible assets 768 96 - 672
Financial assets 4,309 2,338 54 1,917
Receivables 1,591 407 - 1,184
Payables 217 62 - 155
Other accruals and additional
charges 5,275 232 - 5,043
Deferred tax assets 53,452 11,446 54 41,952
Set off deferred tax assets /
(liabilities) (52,356) (40,786)
Total deferred tax assets 1,096 1,166
Tax effect of taxable
temporary differences
Inventories (2,461) (618) - (1,843)
Property, plant and equipment (153,792) (26,253) - (127,539)
Intangible assets (13,406) (772) - (12,634)
Financial assets (1,754) (633) - (1,121)
Receivables (6,235) (1,164) - (5,071)
Payables (196) (27) - (169)
Other accruals and additional
charges (1,814) (170) (386) (1,258)
Deferred tax liabilities (179,658) (29,637) (386) (149,635)
Set off deferred tax assets /
(liabilities) 52,356 40,786
Total deferred tax liabilities (127,302) (108,849)

As of 31 December 2015 and 2014, the Group did not recognise a deferred tax liability in respect of
temporary differences associated with investments in subsidiaries, as the Management believes that the
zero rate of tax levied at source of income in respect of dividends will be applied for the distribution of
these dividends.

29 Earnings per share

Basic earnings per share for the year ended 31 December 2015 and for the year ended
31 December 2014 were calculated based on income attributable to holders of the Company’s ordinary
shares and the weighted average number of outstanding ordinary shares. The Company has no potential
ordinary shares that have a dilutive effect.

2015 2014
Shares outstanding as of 31 December, thousand 35,725,995 35,725,995
Effect of treasury shares, thousand (650) (650)
Weighted average number of shares for the year ended
31 December, thousand 35,725,345 35,725,345
Net income for the year attributable to shareholders 761,558 884,824
Dividends on preference shares, million rubles (53,298) (63,233)
Basic and diluted earnings per share, rubles 19.83 23.00
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30 Contingencies and commitments
Court proceedings

At the reporting date, the Group is a party to legal proceedings related to Group’s operations. The
Group’s Management believes that the results of these proceedings will not significantly affect the
business operations and financial position of the Group.

Tax exposure

Due to the constant changes in the tax system of the Russian Federation relating to the improvement of
tax control mechanisms and regulation, the Group is exposed to tax risks associated with the occurrence
of uncertain tax positions as a result of uncertainty in the interpretation of tax legislation.

The Management believes that the Group fully complies with the applicable tax legislation, so the results
of tax audits have not affected and cannot significantly affect the business activities and financial position
of the Group.

Capital expenditure commitments

As of 31 December 2015, the Group has capital expenditure commitments related to the upgrading and
construction of new capacities of LLC “KINEF” in the amount of RUB 9,072 million (as of
31 December 2014 — RUB 13,557 million). The obligations are to be executed in the period from 2016 till
2017.

Third-party commitments

As of 31 December 2015, the Group has commitments in the amount of RUB 22,138 million. Among
them, issued bank guarantees equalled RUB 155 million, commitments in the form of surety agreement —
RUB 21,983 million.

As of 31 December 2014, the Group had commitments in the amount of RUB 30,257 million. Among
them, issued bank guarantees equalled RUB 19,696 million, commitments in the form of surety
agreement — RUB 10,500 million and liabilities on other securities — RUB 61 million.

Credit related commitments
Credit related commitments of the Group’s bank equal:

As of As of
31 December 2015 31 December 2014
Commitments to extend credit 3,872 3,789
Import letters of credit 508 138
Guarantees issued 4,821 5,951
Total credit related commitments 9,201 9,878

Operating lease commitments
Operating leases have various terms and conditions and primarily are agreements to lease land plots.

The total amount of operating lease expenses for the year 2015 amounts to RUB 1,258 million (for 2014 —
RUB 1,077 million), and is included in the Group’s operating expenses. Future minimum lease payments
under non-cancellable operating leases as of 31 December 2015 and 2014 are as follows:

2015 2014
Less than 1 year 1,270 1,193
Between 1 and 5 years 4,854 4,337
More than 5 years 41,483 31,769
Total future minimum lease payments 47,607 37,299

Environmental issues

The Group complies with all the legal environmental standards and requirements. The Management
believes that the Group efficiently minimises environmental risks by following industry standards and
requirements, continuously monitoring its production facilities, employing modern machinery, technology
and equipment and improving employees’ HSE expertise.
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31 Operational risks

The actions of the Group are exposed to different types of risks determined by the uncertainty of
environmental factors and the peculiarities of production processes. The Group improves its risk
management and internal control systems to mitigate the possible negative influence of the risks on the
results of its financial and business activities and to ensure sustainable development of the Group in the
long term. The constant work is underway to identify, estimate, prevent key risks and determine methods
of response in case of the risk occurrence.

Industry risks of the Group are connected with the Group’s operating activities — production and
processing of oil and gas and sale of finished goods. The Group’s key risks include those of oil and oil
products price reduction and growing operational and capital expenditures.

The Group is subject to the risk of growing operational and capital expenditures as a result of increasing
prices for purchased energy resources, equipment, basic and auxiliary production materials as well as the
risk of increase in rates of OJSC “AK “Transneft’, JSC “AK” Transnefteproduct” and OJSC “RZD”, the
leading companies providing transportation.

The Group regularly performs optimisation of operational and capital expenditures in all directions of its
operations. The Group holds procurement tenders for machinery, equipment and materials, implements
programmes aimed at better energy efficiency, develops in-house power generating facilities, reviews
alternative suppliers’ offers and monitors the quality of the whole range of purchased goods and services.

32 Capital and financial risk management

The Group is exposed to different financial risks. The main of them are currency, interest, credit risks and
risk of liquidity.

The Group has developed a risk management system and a number of procedures for quantitative risk
evaluation, assessment, monitoring and selection of proper methods to manage risks. To optimise risks,
the Group takes constant measures for improvement of the general methodology intended to identify,
analyse, assess and monitor risks and to develop and implement technologies which can provide the
Group’s continuous activity.

The Group does not apply derivative financial instruments to hedge financial risks, but takes into
consideration their possible application in the operating and financial activities when developing
investment projects, making plans and budgets. Besides, the Group insures its assets and operations to
mitigate financial risks in the course of its financial and business activities.

Credit risk

Credit risk is the risk of a potential financial loss to the Group in case when a counterparty defaults on its
contractual obligations on the financial asset under the terms of the contract.

The Group is exposed to credit risk mainly in relation to accounts receivable and cash invested in fixed-
term deposits in Russian credit institutions. The Group’s bank also performs crediting of legal entities and
natural persons.

To mitigate such risk, the Group created the system of regular integrated assessment of counterparties’
paying capacity on the basis of qualitative and quantitative criteria, which monitors their credit history and
financial position. To secure payback, the Group uses bank guarantees and applies the letter of credit
payment method for settlement of payments with suppliers and contractors.

The Group has a well-reasoned approach to financial resources management and avoids excessive
concentration of credit risk. At the same time the Group invests its free cash in the largest highly reliable
Russian credit institutions. To mitigate this risk, the Group has its own formalised method of estimation of
the financial position of banks which makes allowance for the portfolio credit quality, structure and
dynamics of assets, liquidity, efficiency of activity and other indicators confirming sound position of a
credit institution. The Group monitors the financial position of counterparties’ banks during the whole
maturity period for its cash placement.

The carrying amount of financial assets is the maximum degree of credit risk.
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Cash and cash equivalents. Cash and cash equivalents are placed into major banks with credit ratings
given by the international agencies. The balances on all settlement accounts and short-term bank
deposits with original maturity under contract less than three months are not overdue and not impaired.

As of 31 December 2015, RUB 5,469 million or 47% of cash is placed at current (correspondent)
accounts with one bank with BBB+ international rating. As of 31 December 2014, RUB 1,211 million or
30% of cash at current (correspondent) accounts was placed with the Central Bank of the Russian
Federation.

As of 31 December 2015, RUB 32,121 million or 35% of deposits with original maturity under contract
less than 3 months was placed with one bank with BB+ international rating. As of 31 December 2014,
RUB 7,541 million or 35% of deposits with original maturity under contract less than 3 months was placed
with one bank with BBB- international rating.

Analysis of credit quality of the banks used by the Group to allocate cash and cash equivalents based on
external credit ratings assigned to the banks at the reporting date is presented in the table below. The
relevant ratings are published by Standard & Poor’'s and other credit-rating agencies. The ratings are
reconciled with classifications of Standard & Poor’s:

As of As of

31 December 2015 31 December 2014
Cash in hand 2,103 2,395
Central bank of the Russian Federation 3,711 8,751
Commercial banks:
Rating from A- to A+ (S&P) 133 418
Rating from BBB- to BBB+ (S&P, Fitch) 26,255 13,732
Rating from BB- to BB+ (S&P, Moody’s, Fitch) 73,020 1,777
Rating from B- to B+ (S&P) 441 746
No rating 33 100
Total cash and cash equivalents 105,696 27,919

Deposits placed. The Group avoids excessive concentration of credit risk while placing the temporarily
free cash in deposits with the banks. The Group has developed the methodology for the assessment of
the financial position of the banks that includes the analysis of the following criteria: the financial
performance, the portfolio credit quality, the compliance of the norms with the accepted standards, the
structure of the capital, other financial, non-financial, qualitative and quantitative indicators describing the
position of a credit institution. The Group monitors the financial position of counterparties’ banks during
the whole maturity period for its cash placement.

On the basis of this assessment the Group determines the reliability of the banks, where the deposits are
placed, as high, and, therefore, the Group’s Management considers that there are no impairment
indicators of investments in deposits at the reporting date.

Deposits are placed with Russian largest banks.

The analysis of credit quality of the banks used by the Group to allocate deposits based on external credit
ratings assigned to the banks at the reporting date is presented in the table below. The relevant ratings
are published by Standard & Poor’s and other credit-rating agencies. The ratings are reconciled with
classifications of Standard & Poor’s:

As of As of
31 December 2015 31 December 2014
Rating from BBB- to BBB+ (S&P) - 942,174
Rating from BB- to BB+ (S&P, Moody’s) 2,465,934 969,846
Rating from B- to B+ (S&P) 77 -
No rating 1,347 1,400
Total deposits placed 2,467,358 1,913,420

Receivables. While concluding a contract the Group evaluates the creditworthiness of buyers, their
financial position and credit history. Afterwards, the Group is constantly controlling completeness and
accuracy of settlements with counterparties.

The Group applies the letter of credit payment method to settle with debtors that substantially reduces
credit risk. When advancing transactions, the Group uses bank guarantees to secure the payback.
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Analysis of receivables as of 31 December 2015 by the period of delay from the due date is given below:

Amount of personal Amount receivable
Amount receivable as  provision as of less provision as of
of 31 December 2015 31 December 2015 31 December 2015

Trade receivables

not past due 48,927 (167) 48,760
up to 6 months 9 (1) 8
from 6 months to 1 year 2 (2 -
more than 1 year 5,340 (2) 5,338
Total trade receivables 54,278 (172) 54,106
Other receivables

not past due 5,916 (12) 5,904
up to 6 months 54 (33) 21
from 6 months to 1 year 12 (6) 6
more than 1 year 374 (340) 34
Total other receivables 6,356 (391) 5,965

Analysis of receivables as of 31 December 2014 by the period of delay from the due date is given below:

Amount of personal Amount receivable
Amount receivable as  provision as of less provision as of
of 31 December 2014 31 December 2014 31 December 2014

Trade receivables

not past due 47,396 (168) 47,228
up to 6 months 12 - 12
from 6 months to 1 year 4,114 - 4,114
more than 1 year 26 (26) -
Total trade receivables 51,548 (194) 51,354
Other receivables

not past due 9,780 (4) 9,776
up to 6 months 26 (26) -
from 6 months to 1 year 2 (2) -
more than 1 year 389 (389) -
Total other receivables 10,197 (421) 9,776

As of 31 December 2015, trade receivables in the amount of RUB 48,760 million (as of 31 December
2014 — RUB 47,228 million) are not overdue or impaired. The greater part of these receivables is mainly
formed by trade receivables due from large Russian and foreign buyers of crude and oil products.

The redemption of the receivables can be influenced by economic factors, but the Management believes
that there is no significant risk of loss to the Group exceeding the formed provision for the impairment of
receivables.

Receivables are distributed geographically as follows:

As of As of
31 December 2015 31 December 2014
Europe 36,880 39,032
Russia 13,405 14,309
Asia 9,786 7,789
Total 60,071 61,130

Loans granted. Short-term and long-term loans granted are represented by credits of the Group’s bank
and other loans. Credit risk management of the loan portfolio, granted by the Group’s bank, is carried out
by way of the volume limitation of credit operations as well as portfolio diversification according to the
sectors and regions, the change of the amount and kind of the collateral, reservation as provided by the
internal regulatory documents and the development of the optimal conditions for restructuring loans.
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Credit and loan analysis by credit quality is presented below:

As of As of
31 December 2015 31 December 2014

Due and unimpaired credits and loans:

Borrowers with a credit history less than 1 year 8,283 18,248
Borrowers with a credit history between 1 and 3 years 17,108 16,783
Borrowers with a credit history more than 3 years 10,974 6,497

Overdue and/or impaired credits and loans:

Payment without delay 12,178 2,772
Overdue for less than 30 days 169 156
Overdue between 30 and 360 days 493 248
Overdue more than 360 days 3,331 3,631
Total credits and loans before impairment 52,536 48,335

Overdue credits are supported by the collateral the fair value of which, as of 31 December 2015, equalled
RUB 1,557 million (as of 31 December 2014 — RUB 1,010 million).

Interest credit cost by currency is presented below:

As of As of
31 December 2015 31 December 2014
Rubles 13.73% 12.82%
US Dollars 4.89% 5.68%

Other financial assets. Short-term and long-term financial assets are represented by financial assets at
fair value through profit and loss, available-for-sale financial assets and held-to-maturity investments.

Information on credit risk concerning financial assets at fair value through profit and loss is given below.
The relevant ratings are published by Standard & Poor’s and other credit-rating agencies. The ratings are
reconciled with the classification of Standard & Poor’s:

As of As of
31 December 2015 31 December 2014

Government bonds 97 217
Subfederal and municipal bonds

rating from B and higher (S&P) 82 2
Russian banks

rating from BBB- to BBB+ (S&P) - 18

rating from B- to BB+ (S&P) 63 -
Russian companies

rating from BBB- to BBB+ (S&P) 80 162

rating from B- to BB+ (S&P) 167 143

no rating 1 1
Total financial assets at fair value
through profit and loss 490 543

Information on credit risk concerning available-for-sale financial assets is presented below. The relevant
ratings are published by Standard & Poor’s and other credit-rating agencies. The ratings are reconciled
with the classification of Standard & Poor’s:
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As of As of
31 December 2015 31 December 2014

Government, subfederal and municipal bonds 4,430 646
Russian banks

rating from BBB- to BBB+(S&P) 115 2,604

rating from B- to BB+ (S&P, Moody’s) 2,040 3

no rating 1,067 1,067
Foreign companies without rating 4,218 4,218
Russian companies

rating from BBB- to BBB+ (S&P) 945 434

rating from B- to BB+ (S&P, Moody'’s, Fitch) 3,024 29

no rating 206 206
Total financial assets
available-for-sale 16,045 9,207

In 2015 and 2014, no impairment of available-for-sale financial assets has been identified.

Information on credit risk on held-to-maturity investments is presented below. The relevant ratings are
published by Standard & Poor’s and other credit-rating agencies. The ratings are reconciled with the
classification of Standard & Poor’s:

As of As of
31 December 2015 31 December 2014
Government, subfederal and municipal bonds 1,656 3,097
Russian companies
rating from BBB- to BBB+ (S&P) 102 827
no rating - 286
Total investments held-to-maturity 1,758 4,210

Information on the amount of impairment provision of held-to-maturity investments is presented in
Note 18.

Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in fulfilling financial liabilities which are to be

settled by cash or financial assets. Financial liabilities of the Group are short-term accounts payable and
other financial liabilities.

Liquidity risk for the Group is minimal because the Group keeps the necessary amount of liquid assets to
meet its liabilities. Drafting well-balanced plans of cash flow allows to keep necessary liquidity level of the
Group. Periods to maturity of the Group and to the Group, the use of offset, the letter of credit payment
method and bank guarantees are taken into account while planning. Taking into consideration high
volatility in the markets, the Group adjusts plans for the future periods from a week to a year. In addition,
due to sufficient volume of assets the Group has access to credit assets which can be used for supporting
liquidity if necessary.

Information about the maturity of the financial liabilities of the Group in accordance with the contract dates
remained to maturity dates is presented below. The sums show contractual undiscounted cash flows with
future interest payments taken into consideration:

As of 31 December 2015 Less than Between Between More Total
1year land 3 3and5 than 5
years years years
Financial part of the accounts payable 24,476 - - - 24,476
Other financial liabilities 79,149 4,427 162 - 83,738
Other liabilities - 920 - - 920
Total financial liabilities 103,625 5,347 162 - 109,134
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As of 31 December 2014 Less than Between Between More Total

1 year land3 3and 5 than 5

years years years

Financial part of the accounts payable 18,661 - - - 18,661
Other financial liabilities 39,736 14,073 140 - 53,949
Other liabilities 140 212 237 - 589
Total financial liabilities 58,537 14,285 377 - 73,199
Market risk

Market risk is the risk that changes of currency rates, interest rates or commodity and service prices will
have a negative effect on assessment of financial assets, financial liabilities and future cash flows of the
Group. The Group’s Management has developed the policies and guides used for market risk
management.

(a) Currency risk

Currency risk is significant to the Group and can influence financial and production results of its activities.
Significant part of the Group’s revenue is formed by products export sales. Financial assets of the Group
are placed in deposits mostly in US Dollars. Accordingly, changes of exchange rate of ruble to foreign
currencies may worsen financial performance of the Group’s activities.

The Group takes into account risks of exchange rate changes, estimates their possible influence on the
key indicators of the Group’s economic efficiency, determines parameters and scheme of placing financial
reserves and performs current cash flow planning.

The Group regularly analyses the volatility of exchange rates, their influence on financial results of the
Group, sensitivity of financial and business activity indicators to initial parameters and conducts relevant
stress tests. The results of this work are considered by the Management when forming mid-term and
short-term plans. However, due to existent internal reserves the Group has an opportunity to maintain the
stable production process for the period of foreign currency fluctuations without debt financing.

The carrying amounts of the Group’s financial instruments, as of 31 December 2015, denominated in the
following currencies are presented below:

As of 31 December 2015

Assets Ruble US Dollar Euro Total
Cash and cash equivalents 51,250 52,841 1,605 105,696
Restricted cash 754 - - 754
Deposits placed 4,084 2,463,262 12 2,467,358
Financial assets at fair value

through profit and loss 490 - - 490
Financial assets available-for-sale 10,230 5,250 565 16,045
Investments held-to-maturity 1,678 - 80 1,758
Receivables 13,021 46,850 200 60,071
Loans granted 42,856 2,038 - 44,894
Total financial assets 124,363 2,570,241 2,462 2,697,066
Liabilities

Financial part of the accounts payable 19,049 5,010 417 24,476
Other financial liabilities 78,507 3,806 1,113 83,426
Other liabilities 733 - - 733
Total financial liabilities 98,289 8,816 1,530 108,635

As of 31 December 2015, if the ruble had weakened by 20% against the US dollar with all the variables
held constant, pre-tax profit would have increased by about RUB 512,285 million. The effect of a
corresponding strengthening of the Russian ruble against the US dollar is approximately equal and
opposite.
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The carrying amounts of the Group’s financial instruments, as of 31 December 2014, denominated in the
following currencies are presented below:

As of 31 December 2014

Assets Ruble US Dollar Euro Total
Cash and cash equivalents 26,398 817 704 27,919
Restricted cash 730 - - 730
Deposits placed 4,192 1,909,222 6 1,913,420
Financial assets at fair value

through profit and loss 399 144 - 543
Financial assets available-for-sale 7,462 1,519 226 9,207
Investments held-to-maturity 1,901 2,240 69 4,210
Receivables 7,254 52,441 1,435 61,130
Loans granted 40,748 2,614 - 43,362
Total financial assets 89,084 1,968,997 2,440 2,060,521
Liabilities

Financial part of the accounts payable 15,988 1,398 1,275 18,661
Other financial liabilities 45,845 4,064 960 50,869
Other liabilities 480 - - 480
Total financial liabilities 62,313 5,462 2,235 70,010

As of 31 December 2014, if the ruble had weakened by 20% against the US dollar with all the variables
held constant, pre-tax profit would have increased by about RUB 392,707 million. The effect of a
corresponding strengthening of the Russian ruble against the US dollar is approximately equal and
opposite.

(b) Interest rate risk

Interest rate risk has a limited effect on the Group’s activities because the Group finances capital and
operational expenditures with its own cash sources without debt financing. At the same time, the Group
considers interest rate risk when placing financial assets, analyses term structure and level of interest
rates in the money and capital markets, opens deposit accounts with fixed rate.

Information on interest rate ranges (annual) used to allocate financial assets sensitive to changes in
interest rates is presented below:

Cash and cash equivalents As of As of
31 December 2015 31 December 2014

Cash at current
and correspondent accounts:

US Dollars 0.01% - 1.00% 0.03% - 1.00%
Euro 0.00% - 1.75% 0.75% - 1.75%
Rubles 0.00% - 7.20% 1.00% - 4.00%

Deposits with original
maturity under contract
less than 3 months:

US Dollars 0.47% - 0.70% -

Rubles 4.10% - 11.35% 9.01% - 29.11%
As of As of

Deposits placed 31 December 2015 31 December 2014

US Dollars 0.57% - 8.37% 0.75% - 6.55%

Euro 0.26% 0.20%

Rubles 7.50% - 14.57% 7.25% - 21.88%

(c) Commodity price risk

Significant decline of hydrocarbons prices may have the greatest influence on production and financial
performance of the Group’s activities, development plans in mid and long term and is the most substantial
risk.
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Hydrocarbons prices depend on a vast number of factors directly connected with oil and gas industry as
well as those indirectly determining the conjuncture of the market. Hydrocarbons prices are also
influenced by the balance between demand and supply in the global and regional markets, data on the
reserves of oil and oil products, the level of investments and the development rate of hard-to-recover oil
and gas reserves. Besides, prices are set on the basis of the expected growth rate of global economy,
including countries being the largest consumers of hydrocarbons, the forecast of the balance of main
energy sources consumption, geopolitical situation in resource-producing regions, dynamics of the
development of alternative energy sources and availability to use new technologies.

The Group has no possibility to influence the pricing factors in the market of oil, gas and their products.
The Group closely monitors trends which may influence the hydrocarbons prices to estimate and plan
investments in live and new projects in the sphere of production and refining, determine prospective
directions of finished goods sales and develops measures on operating expenditures reduction.

Pricing mechanism in the Group is based on the market factors which suggest a stable, regular and cost-
beneficial demand fulfilment as well as nondiscriminatory and equal contract terms, the pricing procedure
unified for all the buyers groups, inadmissibility of price making or changing that is not conditioned by
objective economic factors.

As of 31 December 2015, if the average oil and refined products prices related to the export market had
weakened or strengthened by 20% with all other variables held constant, pre-tax profit for 12 months
of 2015 would have been lower or higher by RUB 144,848 million respectively.

As of 31 December 2014, if the average oil and refined products prices related to the export market had
weakened or strengthened by 20% with all other variables held constant, pre-tax profit for 12 months
of 2014 would have been lower or higher by RUB 115,472 million respectively.

Capital risk management

The Group’s capital management seeks to continue as a going concern and to maximise the profit in the
foreseeable future.

The Management considers equity and debt to be the principal elements of capital management. The
Group’s objective when managing capital risks is the ability to continue as a going concern in order to
provide returns and benefits for shareholders. As of 31 December 2015, the total capital under the
management of the Group was RUB 3,665,865 million (as of 31 December 2014 — RUB 2,959,748
million).

The Group finances its operations mainly from its own funds.
33 Fair value of assets and liabilities

Fair value measurements are analysed and distributed by levels in the fair value hierarchy as follows: (a)
Level 1 are measurements at quoted prices (unadjusted) in active markets for identical assets or
liabilities; (b) Level 2 measurements are valuations techniques with all significant inputs observable for
the asset or liability, either directly (e.g. price) or indirectly (e.g. calculated on the basis of the price); and
(c) Level 3 measurements are valuations not based only on observable market data (i.e. a significant
amount of unobservable data is required for assessment).

(a) Recurring fair value measurements

Recurring fair value measurements are those that the financial reporting standards require or permit in
the statement of financial position at the end of each reporting period.

The levels in the hierarchy of the fair value measurement for financial instruments recorded at fair value
are given below:
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As of 31 December 2015 Quoted Valuation Valuation technique

prices in technique based based on a significant
active on observable amount of non-

markets data observable data
(Level 1) (Level 2) (Level 3)

Financial assets at fair value

through profit and loss 489 - 1

Financial assets

available-for-sale 10,553 - 5,492

Total financial assets
measured at fair value

on arecurring basis 11,042 - 5,493

As of 31 December 2014 Quoted Valuation Valuation technique
prices in technique based based on a significant

active on observable amount of non-

markets data observable data
(Level 1) (Level 2) (Level 3)

Financial assets at fair value

through profit and loss 542 - 1

Financial assets

available-for-sale 3,715 - 5,492

Total financial assets
measured at fair value
on arecurring basis 4,257 - 5,493

As of 31 December 2015 and 2014, the Group has no liabilities recurring fair value measurements in the
consolidated statement of financial position.

The estimated fair value of a financial instrument is determined by the Group with reference to available
market information (if any) and other valuation techniques as considered appropriate. The Management
has used all available market information in estimating the fair value of financial instruments.

Valuation techniques such as discounted cash flow models and also models based on recent arm’s
length transactions or consideration of financial data of the investees are used to measure the fair value
of certain financial instruments for which external market pricing information is not available.

Equity instruments which have no market quotation possess significant discrepancy between possible
estimated fair values, and it is difficult to determine for certain the probability of applying this or that type
of fair value estimation are accounted by their historical cost.

Within 2015 and 2014, there were no changes in valuation technique for Level 3 recurring fair value
measurements.

(b) Assets and liabilities not measured at fair value but for which the fair value is disclosed

The comparison of the fair value and carrying amount of deposits and held-to-maturity investments is
presented below. The carrying amount of the remaining financial assets is approximately equal to their
fair value.

As of 31 December 2015 As of 31 December 2014
Carrying Fair value Carrying Fair value
amount amount
Deposits placed 2,467,358 2,460,605 1,913,420 1,848,016
Investments
held-to-maturity 1,758 1,765 4,210 4,139

The carrying amount of liabilities carried at amortised cost is approximately equal to their fair value.

Financial assets carried at amortised cost. The estimated fair value of instruments with the fixed
interest rate is based on discounting of expected cash flows coupled with applying interest rates to new
instruments with similar credit risk and maturity. The discount rate used depends on the credit risk of the

50



OJSC “Surgutneftegas”

Notes to the consolidated financial statements
(in millions of Russian rubles, unless otherwise stated)

counterparty. The fair value of held-to-maturity investments has been determined by quotations of the

demand.

Financial assets by evaluation categories are shown below:

As of Loans and Assets Assets Investments Total
31 December 2015 receivables available-for- at fair value held-to-maturity
sale through
profit or loss

Cash and cash

equivalents 105,696 - - - 105,696
Restricted cash 754 - - - 754
Deposits placed 2,467,358 - - - 2,467,358
Loans granted 44,894 - - - 44,894
Other financial assets - 16,045 490 1,758 18,293
Receivables 60,071 - - - 60,071
Total financial assets 2,678,773 16,045 490 1,758 2,697,066

As of Loans and Assets Assets Investments Total
31 December 2014 receivables available-for- at fair value held-to-maturity
sale through
profit or loss

Cash and cash

equivalents 27,919 - - - 27,919
Restricted cash 730 - - - 730
Deposits placed 1,913,420 - - - 1,913,420
Loans granted 43,362 - - - 43,362
Other financial assets - 9,207 543 4,210 13,960
Receivables 61,130 - - - 61,130
Total financial assets 2,046,561 9,207 543 4,210 2,060,521

Liabilities recorded at amortised cost

All financial liabilities of the Group are recognised at amortised cost. Financial liabilities are mainly funds
of the Group’s bank customers, current accounts payable to suppliers and contractors and other accounts
payable.

The fair value of liabilities is determined by valuation techniques. The estimated fair value of instruments
with the fixed interest rate and fixed maturity period is based on expected discounted cash flows coupled
with applying interest rates to new instruments with similar credit risk and maturity.

34 Subsequent events
Significant events, which have influenced or may influence the financial performance, the cash flow or

operating results of the Group, did not take place in the period between the reporting date and the date
these consolidated financial statements of the Group were issued.
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7 Tikhvinsky Lane, Building 3,
127055 Moscow, Russia

Tel.: +7 495 721 38 83
Fax: +7 495 721 38 94

www.rosexpertiza.ru

Independent auditor’s report

To the Shareholders of
Open Joint Stock Company “Surgutneftegas”

We have audited the accompanying consolidated financial statements of Open Joint Stock Company
“Surgutneftegas” and its subsidiaries (the “Group”), which comprise the consolidated statement of financial position
as at 31 December 2015, and the consolidated statements of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for 2015, and notes
comprising a summary of significant accounting policies and other explanatory information.

Audited entity’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards, and for such interal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatements, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on the fair presentation of these consolidated financial statements based
on our audit.

We conducted our audit in accordance with Federal Standards of Auditing effective in the Russian Federation and
International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The audit procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's preparation and
fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to express an opinion on the fair
presentation of these consolidated financial statements.

© 2016 Rosexpertiza LLC



Jx Rosexpertiza
Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
the Group as at 31 December 2015, and its financial performance and its cash flows for 2015 in accordance with
International Financial Reporting Standards.

Rosexperiza LLC
29 April 2016

General director Kozlov A.V.

Qualification Certificate in General Audit No. K 008734 of 24.10.1994,
issued without limitation of the period of validity.
The Main Registration Number in Register o
of Individual Auditors and Audit Organizations is é.‘?%
29405012883, a member of “NP Russian Collegium of Auditors”
a self-regulating organization of auditors

in accordance with decision by RCA Board of 29.06.2000.
Certificate No. 758

Il
N

Deputy of General director

Auditor’s qualification certificate with No. 05-000126

on the basis of self-regulatory organization

decision of “NP Russian Collegium of Auditors”

Decision No. 20 of 22.06.2012

ORNZ 20205019596,

a member of “NP Russian Collegium of Auditors”

a self-regulating organization of auditors

in accordance with decision by RCA Board of 12.11.2009.
Certificate No. 3453

Details of the audited entity
Name: Open Joint Stock Company “Surgutneftegas”
Information about the State Register of Legal Entities Concemning a Legal Entity: 1028600584540.

Address: Russian Federation, 628415, Khanty-Mansiysky Autonomous Okrug — Yugra, Tyumenskaya Oblast, Surgut, ul.
Grigoriya Kukuyevitskogo, 1, bid. 1

Details of the auditor

Name: Rosexpertiza LLC

State registration certificate Ne 183.142, issued by the Moscow Registration Bureau on 23 September 1993.
Main State Registration Number 1027739273946.

Certificate of membership in self-regulatory organization of auditors Non-Profit Partnership «Russian Collegium of
Auditors» Ne 362-10, main registration number 10205006556.

Legal address: Russian Federation, 107078, Moscow, Mashi Poryvaevoy street, 34.
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