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Appendices

NIS Sustainable Development Report aims to present the Compa-
ny's business operations from 2018. Our goal is to provide a secure
and stable energy supply which will meet the needs of the growing
population, and simultaneously generate long-term value for our
shareholders, employees and the community in which we operate.

122
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Clossary 126
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The Report has been prepared in compliance with the internation-
al standards of the Global Reporting Initiative GRI G4, with an ad-
dendum on the Oil and Gas Sector. The compliance of the Report
with the GRI standard and the accuracy of information provided in
the Report on the Company’s business operations from 2018 were
assessed and verified by Emst & Young, an independent auditing
company. This Sustainable Development Report has been prepared
in Serbian, English and Russian. In the event of any inconsistency,
the Serbian version shall prevail.
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CEOQO's Foreword

Kirill Tyurdenev
Chief Executive Officer
NIS j.s.c. Novi Sad
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Dear friends,

Sustainable development is the foundation of all
business processes at NIS, stringent adherence
to its principles has considerably contributed to
the results we have achieved in the last decade,
the results that have changed the very core of our
company transforming it into a major player of the
regional energy market. Furthermore, these are
the principles that guide our further development
under complex conditions imposed by external
environment.

We invested a total of 41 billion dinars in our
company’s development in 2018, an increase of
55% on last year’s investment volume. Our finan-
cial and business performance indicates that we
are on the right track and that implementation of
development projects shall remain our primary
focus in the years to come.
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"Sustainable development is the
foundation of all business processes

at NIS”

The driver of our success at NIS is the cornerstone
of sustainable development - care about people re-
gardless of how this care manifests itself: through
equal opportunities for our employees, gender
equality or our willingness to provide our people
with continuous development opportunities and
transform them into leaders in their area. Safety of
our employees, contractors, visitors and commu-
nity overall is of equal importance to us. It is only
fair that our consumers expect us to continuously
improve the quality of our products and services,
and we aspire to meet these expectations. At the
same time, we are committed to developing the
communities where we operate and remaining a
reliable partner in the joint effort to enhance the
living standards of our fellow citizens.

Our focus on human resources as the groundwork
for sustainable development and NIS driving force
is of particular importance now in the time of

permanent changes that press us to become in-
creasingly flexible and rapid. On the one hand,
our industry is facing growing energy needs of a
modern society, while on the other hand we see
a reinforced demand to produce such energy in
an environmentally friendly manner that curbs
the pace of climatic changes. With the fourth in-
dustrial revolution in its prime, we are obliged to
promptly grasp the changes under way and ap-
ply new technologies in order to remain efficient,
agile in decision-making and capable of foresee-
ing the growing needs of our customers. We need
change-conscious specialists able to put into life
the digital transformation of NIS that we view as
a development opportunity, the people who will
introduce new values, both in the company and
society, on the whole.

This is exactly why we exert out best effort to fos-
ter the development of such experts. We cooperate
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“At the time of dramatic and
untoreseeable changes, NIS follows
its chartered course forward’

with 30 faculties and three specialized scientific
societies in Serbia and abroad. Concurrently, we
try to foster professional growth of our own em-
ployees. In 2018, we invested 237 million dinars in
skill, knowledge and capacity building of our staff
and held over 2,000 training courses. In-house
Corporate University saw a record number of par-
ticipants of its programs last year - 2,500.

We devote much attention to natural resources. In
2018, we invested around 320 million dinars in en-
vironmental projects, and safety improvement will
remain high on our corporate agenda in the years
ahead. Furthermore, we have worked on boosting
the energy efficiency of our technological processes
and thus achieved the effect of 522 million dinars.

We pride ourselves on marking the tenth anniver-
sary of our collaboration with local communities
throughout Serbia within our CSR program “To-

gether for the Community”. Since its inception,
we have implemented over 900 projects jointly
with our partners and invested over a billion di-
nars. To be more specific, the outcomes of pro-
gram implementation include renovated schools
and classrooms equipped with up-to-date facil-
ities, repaired laboratories, refurbished kinder-
gartens and playgrounds, enhanced sport infra-
structure, a variety of cultural and artistic events.
I am convinced that in the future we will be able
to jointly implement numerous other successful
projects that will serve the society.

To conclude, let me point out that in the forthcom-
ing period NIS plans to execute several major in-
vestment projects, the most crucial being further
modernization of our refining capacities and con-
struction of new power plants: combined heat and
power plant Pancevo and a wind park in Plandiste.
It is an important step in our development but we
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assign equal importance to other goals, namely,
environmental protection and generation of gas
and wind power. We see this as our contribution
to the improvement of Serbia’s ecology and fulfil-
ment of our country's international obligations in
the area of environmental protection. At the same
time, we will be able to hire young local special-
ists thus giving them a chance to pursue career
in Serbia.

At the time of dramatic and unforeseeable changes,
NIS follows its chartered course forward. Our 2025
development strategy sets the tasks we are com-
mitted to fulfilling in order to create new values for
our shareholders, employees and the communities
we work in. Sustainable development principles in-
grained in our business processes will be our allies
on the way towards these ambitious goals.
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NIS Group

The NIS Group is one of the largest vertically in-
tegrated energy systems in Southeast Europe. As
a company which employs 11,000 people, NIS aims
to create new value for its shareholders, employ-
ees and the community in which it operates, de-
spite the challenging macro environment.

The NIS Group’s core business activities are ex-
ploration, production and refining of oil and nat-
ural gas, sale of a broad range of petroleum and
natural gas products, and implementation of pro-
jects in the areas of petrochemical and energy
industry. The main processing units of the NIS
Group are located in the Republic of Serbia, but
the Company also has subsidiaries and represent-

o ative offices in several other countries.
Electricity and natural gas

Awards and Recognitions:

Captain Misa Anastasijevi¢ Award for the best
company in Serbia

ITpupomHU rac

Best of Serbia Award for the best corporate
brand in the category Manufactured Goods and
Business Services

e e L L L LT TN

Corporate Superbrands Award — 1st first place in
the Energy category
Gold Plaque for Best Investor Relations by the
Belgrade Stock Exchange

NIS Petrol in Romania was awarded for its

socially responsible business practices by the
City Administration of Oradea, Romania,

and a local

NIS Petrol in Bulgaria was awarded for the best
Lo CNG wholesale road safety campaign

On the Road with Us Debit Card won the award
for the most innovative product in the bank card
DT L > sector for 2018




Mission

By responsible use of natural resources and the state-of-
the-art technology, supply the people of the Balkan region

with the energy for making progress.

Vision

NIS will be a recognizable leader of the Balkan region
in its field of business activity, owing to the dynamics
of sustainable development and efficiency increase,
by showing a high level of social and environmental
responsibility as well as contemporary standards of

providing services to the clients.




Values

Professionalism

Initiative
and responsibility

order to permanently increase the
level of professional expertise and

business processes.

Acquiring up-to-date knowledge in

the ability to implement it in specific

Finding and proposing new
solutions, both in the area of
work responsibilities, as well
as in the area of Company’s
interests.

Positive Attitude
and Cooperation

Shared
Results

Readiness to participate in
multifunctional groups and
projects, eagerness to meet
demands of colleagues from other
units of the company, willingness
to exchange information, ability to
work in teams.

Joint efforts in achieving
visible and meaningful
results, a desire to succeed
accompanied by inescapable
mutual assistance and
cooperation of employees.
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On the Report
and reporting
principles

Materiality Matrix

Materiality

The Report focuses on challenges the Company
faced in its operations during 2018, as well as on the
business topics crucial to both NIS and all interest-
ed parties, as defined in the Materiality Matrix.

The Materiality Matrix undergoes revision every
two years, which is a structured process that in-
volves the key interested parties. The objective
of these revisions is to define topics which will
clearly represent the pivotal points for the Com-
pany and its future.

The Company continues to engage in an active di-
alogue with interested parties and regularly re-
views all topics crucial to both sides. This Report
includes additional indicators that are relevant
for the operations of both the Company and inter-
ested parties, and which exceed the basic require-
ments under the GRI reporting standards.

The Report was prepared on the basis of the fol-
lowing methodology, rules and principles out-
lined in the GRI Standards:

Adherence to the materiality principle in the se-
lection of topics means that the Report also cov-
ers the topics that may materially affect the as-
sessments and decisions of governing bodies and
interested parties.

The Materiality Matrix is based on the results of
surveys, i.e. interviews conducted with all inter-
ested parties, topics from sustainable develop-
ment reports of other international oil and gas
companies, and topics which are relevant for all
interested parties (as recommended in the GRI
guidelines).

Inclusion

The Report represents all interested parties, and
the communication with them is outlined in the
chapter titled ‘Dialogue with Interested Parties’.

Sustainability

The Report contains data and activities of NIS in
the territory of the Republic of Serbia. The Report
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Influence on the assessments and decisions of stakeholders
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Significance of the organization’s economic, environmental, and social impacts

TOPIC SDG* TOPIC SDG*
° Accidents 6, 15 @ Legal Issues 8, 16
e Economic Indicators 8,13, 16 @ Oil and Gas Reserves

e Air Emissions 12 @ Investments and Impact
................................................................................................... on the Local Community 911
o Occupational safety and protection B G I
................................................................................................... @ Water Management 6, 12
° Land protection and remediation L I
................................................................................................... @ Waste Management 6,12
e Product quality LD
................................................................................................... Q Energy Consumption Management 7
° Used materials G
................................................................................................... @ Technical Management 3
° Renewable energy sources PRI P RO
................................................................................................... @ Transport Management

o Relations with employees T T
................................................................................................... @) impact on Biodiversity and Ecosystems 15
@ Supplier relation Management 12, 16 T
................................................................................................... @ Cooperation with Educational Institutions 4

Customer relation Management 16

e

................................................................................................... * Sustainable Development Goal
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presents the plans reflecting the Company’s com-
mitment to sustainable development.

Completeness

Clarity

The data presented in the Report refer to 2018.
Where possible, comparable data for 2017 are in-
cluded. Financial and economic indicators are de-
rived from the consolidated financial statement
(source: Annual report 2018, NIS).

The Report presents indicators describing NIS’
activities related to the crucial topics for the
Company’s business operations as defined in the
Materiality Matrix.

Balance

The Report is suitable for all interested parties
owing to its clear and accessible wording. The
specific nature of NIS’ business activities makes
it difficult to achieve absolute clarity, particularly
in the field of environmental protection. All terms
and abbreviations that might be unclear are ex-
plained in the Glossary.

Reliability

Information contained in the Report for 2018 re-
flects the results and achievements of the Com-
pany as well as the challenges it encountered
during the year. Unbiased representation of data
provides an opportunity for both positive and
negative assessments.

Comparability

The Report has been prepared in accordance with
the reporting methodology outlined in the GRI
Standards, which allows for comparison with
previous NIS Sustainable Development Reports,
as well as with reports of other domestic and for-
eign companies.

Accuracy

In its reports, NIS strives to present qualitative
and quantitative data with the highest possible
degree of accuracy. The Report lists the sources
and methodology used for data collection, while
financial and economic data can be found in NIS’
Annual Report 2018.

Timeliness

This Report is published annually and ensures that
all interested parties can make timely decisions
about the Company and its business operations.

The Report’s compliance with the GRI guidelines
and the accuracy of its information have been as-
sessed and verified in Serbia by Ernst & Young, an
independent auditing company.
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Dialogue with stakeholders

NIS builds its relations with shareholders, inves-
tors and all other interested parties on mutual
trust and two-way communication. In addition,
one of the Company’s priorities is to ensure that
the public is informed about its most relevant
business and socially responsible activities in a
timely and transparent manner.

In all its business dealings, NIS insists on princi-
ples of sustainable development, responsible use
of resources, protection of the environment and
human health, and the exchange of best practices
with its partners and associates. Our aim is to pro-
vide our business processes with innovative and
modern technologies which will not only improve
our financial results, but also boost our energy
efficiency and improve the environmental situa-
tion in Serbia. Correspondingly, one of NIS’ main
objectives is to contribute to the development of
the community in which it operates, which is the
reason why it pays equal attention to its socially
responsible programmes in Serbia and the wider
region. These efforts received recognition from
professionals in the field who awarded NIS nu-
merous times for its contributions in the field of
corporate management and social responsibility.
Some of these awards are the Gold Plaque of the
Belgrade Stock Exchange for best investor rela-
tions and St. Sava Award of the Ministry of Ed-
ucation, Science and Technological Development
for improving the quality of education.

The compliance with the Business Ethics Code*
and transparency in business activities have re-
mained the Company’s priorities in its relations
with business partners. The Company strives to
achieve the highest professional standards by
adopting streamlined procedures.

*  More information on the Business Ethics Code is available at the
web page: https:;//www.nis.eu/o-nama/informacije-o-kom-
paniji/kodeks-poslovne-etike

Employees

4

:

Population
in the Region

Social
Organisations

GAZPROM NEFT

Business
Partners

g
S

NIS

Government
Authorities

Stakeholders
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Membership

NIS has been a member of several associations and
Chambers of Commerce in Serbia and abroad, in-
cluding:

National Petroleum Committee of Serbia of the
World Petroleum Council (WPC) — since 2011;
Foreign Investors Council (FIC) — since 2011;
Chamber of Commerce and Industry of Serbia
— since 1991;

American Chamber of Commerce and Indus-
try in Serbia (AmCham Serbia) — since 2014;
European Virtual Institute for Integrated Risk
Management (EU-VRi) — since 2007;
Petroleum Committee in Bosnia and Herze-
govina — since 2016;

EU Research and Innovation Platform Vision
2020: The CrowdHelix Network — since 2017.

Relations with Shareholders and Investors

NIS applies the highest standards in the area of in-
formation sharing, and gives equal treatment to all
users of its information. It also ensures that pub-
lished information is equally, easily and quickly
available to all interested parties.

The Company pays special attention to fostering re-
lations with its investors and shareholders, and en-
sures that all of them can readily access all relevant
information about NIS’ business operations, their
rights and all other important issues. The following
organisational units are responsible for communi-
cation with this group of interested parties:

Sector for Relations with Minority Sharehold-
ers, servis.akcionara@nis.eu

Special Call Centre for minority shareholders,
telephone number (011) 22 000 55

Section for Investor Relations, investor.rela-
tions@nis.rs

Special segment of the corporate website ‘In-
vestors’, ir.nis.eu

The statutory reporting process is defined by spe-
cial documents which govern the method and pro-
cess of publishing and submitting information to
the relevant authorities. However, in the field of
information sharing, NIS goes a step further. Af-
ter the end of each quarter, the Company organises

presentations of its results, where representatives
of the top management and investors work close-
ly together to carefully analyse business activities
and their results. Moreover, NIS also participates
at investor conferences, and the Company’s door is
always open for those who wish to obtain more in-
formation at face-to-face meetings. Each year, the
Company holds an Investor’s Day in its offices for
the purpose of presenting important projects.

The special section of the corporate website ded-
icated to investors and shareholders is also an in-
valuable source of information for all interested
parties (https://ir.nis.eu). This section of the cor-
porate website is regularly updated with presenta-
tions on the latest performance results, financial
statements, audit reports, the financial calendar,
as well as various other presentations and material.

The quality of investor relations fostered by NIS
was reaffirmed by an award which the Company
received this year as well. NIS won the Gold Plaque
of the Belgrade Stock Exchange for best investor
relations in 2018 for the sixth time. The Company
competed with 16 other companies from Serbia and
the wider region for this renowned prize.

Corporate Website

NIS’ corporate website (www.nis.eu) is one of the
most important tools for timely and comprehensive
communication with the media representatives
and other interested parties. This public website
has a modern design optimised for any computer
or mobile device, and contains regular updates on
the Company’s activities published in three lan-
guages: Serbian, Russian and English. Visitors of
the corporate website can also view information
about investors, news about the most important
development projects and job opportunities in NIS,
as well as information on open calls for proposals
and procurement procedures. In order to ensure
that the NIS Group’s activities are fully transparent
and readily available to the public, its website con-
tains electronic versions of annual reports as well
as reports on sustainable development. For the last
few years, these documents have been also availa-
ble on-line. Additionally, the website contains the
Magazine section, where visitors can read techni-
cal articles related to NIS’ activities.
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Consumer Websites

The Company’s market presence in Serbia and the
wider region is marked by two brands — NIS Pet-
rol (a consumer brand) and GAZPROM (a premium
brand of petrol stations).

In order to ensure that our consumers are well-in-
formed about our activities, nearest petrol sta-
tions, and products, services and special offers in
the largest retail network in Serbia, the Company
launched the following websites: www.nispetrol.rs
and www.gazprom-petrol.rs.

Since the network of GAZPROM petrol stations is
active in three other countries in the region be-
sides Serbia (Bosnia and Herzegovina, Bulgaria
and Romania), its website is available in all these
countries in their official languages, as well as in
English. This website informs our customers about
the characteristics and advantages of the premium
G-Drive fuel, among other things.

The development of the oil and lubricant sector is
very important to the Company, which is one of the
leading manufacturers present on the regional mar-
ket. Constant improvement of product quality and
implementation of innovations made it possible for
the NISOTEC brand to take the leading position on
the Serbian market and to make a significant region-
al step forward. At the brand’s website (www.nisotec.
rs), consumers can find the entire NISOTEC product
range, detailed information about oils, lubricants
and technical fluids, and instructions on vehicle
preparation for winter conditions. The site also fea-
tures a map of all retail outlets, the list of authorized
distributors and product recommendations.

In order to show its appreciation for customer loy-
alty, NIS continued to develop its On the Road with
Us loyalty programme in Serbia and other coun-
tries. The website www.sanamanaputu.rs provides
our customers with instructions on how to join this
programme, collect and use bonus points, and in-
forms them about all benefits of this loyalty card.
The website also contains information on current
sales. Last year, the Company developed On the
Road with Us mobile application, which costum-
ers can use to check their bonus points at all times.
Together with Sberbank, the Company also created

On the Road with Us debit card which offers de-
ferred payment of up to 45 days.

Jazak water is mineral spring water from a well-
known Jazak spring on Fruska gora. The website of
Jazak Water is www.jazakvoda.rs.

Social Networks

NIS believes that its presence on social media is
crucial for fostering a two-way communication
with its costumers and other interested parties. NIS
has accounts on the following social media plat-
forms: Facebook, LinkedIn, Twitter, YouTube and
Instagram. On our social media accounts, the fol-
lowers can read about our key activities; participate
in special offers, promotions and giveaways; gain
insight into our activities from a different point
of view; send their comments and suggestions;
and receive answers on their questions about NIS
and its products. In order to keep pace with global
trends, NIS has been particularly focused on build-
ing its presence on the Internet, social media and
digital sphere in the last several years.

Our customers can also reach our Call Centre
through our toll-free number 08 0000 8888, by

sending an email to: office@nis.eu.

Internal Communications

Active development of the Company’s corporate
culture and well-informed employees are essen-
tial for meeting business objectives and improving
business operations. The Company uses various in-
formation channels and a wide array of tools for
promoting key topics.

The development of corporate culture depends
largely on the open communication with employ-
ees about all current topics — including business
results, development plans, employee development
and training, safety at work, social security pack-
ages and other employee benefits. For its internal
communication, NIS employs various information
channels which include a large number of commu-
nication tools, such as corporate electronic media
and notice boards placed at more than 400 loca-
tions in Serbia whose purpose is to inform employ-
ees in the field.
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Corporate publications in Serbian and English, such
as monthly and quarterly magazines and special
additions to these magazines and other publica-
tions, are another source of information for our
employees in Serbia and the wider region.

In this process, it is crucial to establish a bi-direc-
tional communication between the management
and employees, in the form of events such as the
Corporate Forum or Direct Dialogues in our Blocks.
Employees can also put questions to the manage-
ment directly via the ‘Questions for Management’
section on the Intranet Portal.

SOS Line

The SOS line is the key feedback channel which
our employees can use for consultations about the
Company’s ethical norms and through which they
can report unlawful and unethical activities, i.e.
activities which violate the Code of Business Ethics.
To ensure objective and timely resolution of com-
plaints, all cases are reviewed by the coordinator
for the implementation of the Code of Business
Ethics, as an independent body. Decisions regard-
ing alleged violations of the Code of Business Ethics
and the measures for elimination of consequences
and prevention of re-occurrence of similar inci-
dents are made by the Corporate Culture and Eth-
ics Council, which are composed of representatives
from various organisational units of the Company.

The SOS line can be reached either by phone num-
ber 021/481 5005, or by email: soslinija@nis.eu. Ad-
ditionally, a special phone line and email address
were set up for reports of corruption within the
Company (phone number: 064/888 5888, email ad-
dress: dkz.ia@nis.eu).

In 2018, there were five filed and processed com-

plaints in the Company, all reported though the
SOS line.

Corporate Responsibility

Responsibility one of the fundamental princi-
ples NIS adheres to in its business dealings. This
is compounded by the fact that the principles of
sustainable development are intertwined with the
foundations of all business processes in the Com-

pany. As one of the leading companies in Serbia,
NIS believes that its responsibility is not only to
generate value for its employees and sharehold-
ers through continuous development. We believe
that our responsibility also includes constant im-
provement of environmental protection, occupa-
tional health and safety, business climate in the
country and the community in which we operate.

In 2018, NIS invested a record RSD 41 billion into
its further development, while Gazprom Neft has
invested around three billion euros in it since
2009, when it became NIS’ majority shareholder.
Owing to these investments, NIS has become one
of the leading companies and exporters in Serbia,
and a company which strives to boost the eco-
nomic growth of the entire country. NIS is also
the largest contributor to the national budget, and
the NIS Group’s tax liabilities and other liabilities
payable to the government totalled nearly RSD 193
billion in 2018. Another goal of the Company is
to contribute to the development of Serbia’s busi-
ness community. This refers to strict regulations
which its suppliers and contractors must comply
with, and to the exchange of best practices and
experiences with its partners. NIS is also known
for fostering transparent relations and a two-way
communication with its investors and sharehold-
ers, for which it received recognition — another
Gold Plaque of the Belgrade Stock Exchange for
best investor relations in 2018.

It is worth noting that NIS does not focus sole-
ly on its business successes — it also strives to
achieve them in the manner beneficial for both
the community and the environment. In 2018, the
Company invested RSD 320 million in environ-
mental protection, and all its major investment
projects such as the Bottom-of-the-Barrel Proj-
ect, combined cycle power plant (TE-TO Pancevo)
and Plandiste Wind Farm will bring considerable
benefits to the environment, in addition to the in-
crease in performance. In the coming years, NIS’
priority will be to supply the Balkan market with
green energy, and thus contribute to resource
conservation and reduction in greenhouse gas
emissions. In this manner, the Company hopes to
provide the future generations with the opportu-
nity to achieve their goals.
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For NIS, relations with human resources are par-
ticularly important. The Company continuously
invests in employee development with the aim of
providing them with the skills necessary to ad-
dress modern business challenges. In 2018, NIS
invested RSD 237 million in employee develop-
ment and training. As a way to boost business
efficiency, NIS continues to improve its employee
reward systems and to provide conditions which
will secure its position as one of the most attrac-
tive employers in the wider region.

Additionally, NIS feels a strong sense of respon-
sibility towards the community in which it oper-
ates. The Company’s socially responsible activi-
ties are inspired by its desire to contribute to the
overall prosperity and well-being of Serbian cit-
izens — its investments for this purpose totalled
approximately RSD 408 million in 2018. In the
previous year, NIS celebrated an important anni-
versary — 10 years of successful cooperation with
local communities through the Together for the

Community programme. Within this programme,
NIS has invested over a billion dinars in various
projects which contributed to the development of
local communities in the last ten years. NIS will
continue to fulfil its responsibilities in this re-
gard in the coming period as well. It is worth not-
ing that the number of NIS’ partners constantly
grows, and that the focus of its social responsibil-
ity programmes are young people, as the driving
force of future growth of the entire country.
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Sustainable Development Goals

Sustainable
Development
Goals

The Sustainable Development Goals are a universal
call to action to end poverty, protect the planet and
ensure that all people enjoy peace and prosperity.

These 17 goals build on the successes of the Millen-
nium Development Goals, while including new areas
such as climate change, economic inequality, inno-
vation, sustainable consumption, peace and justice,
among other priorities. The goals are interconnected
— often the key to success on one will involve tack-
ling issues more commonly associated with another.

The goals work in the spirit of partnership and
pragmatism to make the right choices now to im-
prove life, in a sustainable way, for future gener-
ations. They provide clear guidelines and targets
for all countries to adopt in accordance with their
own priorities and challenges. They tackle the root
causes of poverty and unite us together to make
a positive change for both people and planet. The
goals provide us with a common plan and agenda
to tackle some of the pressing challenges facing our
world such as poverty, climate change and conflict.



\ SUSTAINABLE

\&&E/)Y DEVELOPMENT
GOALS

03 Good Health 04 Quality 05 Gender 06 Clean Water
and Well-Being Education Equality and Sanitation

07 Affordable and 08 Decent Work and 09 Industry, 11 Sustainable
Clean Energy Economic Growth Innovation and Cities and
Infrastructure Communities

! /\_I_/‘ ) ‘
12 Responsible 13 Climate Action 15 Life on Earth 16 Peace, Justice and
Consumption Strong Institutions

and Production

Ay
NN\

]

&

—

[



3
Good Health

and Well-Being

Ensuring healthy lives and promoting the

well-being for all at all ages.

Employee health care and promotion of corporate sports and healthy
lifestyle remain the Company’s strategic goals. During 2018, more than
2,000 employees participated in recreational sports activities in 14 Serbian
cities. Additionally, over 250 employees represented the Company at
various sports events and won over 100 awards and prizes for their
achievements in 11 sports disciplines.







24

Sustainable Development Goals

The Company’s strategic
goals include employee
health care and promotion
of a healthy lifestyle.

The Company’s strategic goals with regards to hu-
man resources include employee health care — pri-
marily education on prevention and early detection
of diseases and promotion of a healthy lifestyle.
Preventive healthcare forms the backbone of the
employee healthcare management system at NIS,
in line with the best practices and recommen-
dations from relevant organisations. In order to

protect and improve physical and mental health,
prevent workplace injuries and promote healthy
lifestyles, the Company has implemented the fol-
lowing activities:

Employee health screening programme
Monitoring, analysis and identification of
measures aimed at improving employee health
and well-being

Control and prevention of alcohol and drug
abuse at work

First aid training, training for administering
first aid to persons who have suffered work-
place injuries/persons affected by occupational
diseases, and medical evacuation

Smoking prevention campaign

Awareness raising campaigns and other health
education activities

The Company strives to raise employee awareness
regrading the importance of healthcare through
mandatory corporate training sessions, seminars,
brochures, informative posters, video content
and other communication channels, both inde-
pendently and jointly with the Ministry of Health,
the Occupational Safety and Health Administration
and the Road Traffic Safety Administration of the
Republic of Serbia.

The Company organises educational campaigns
in order to teach its employees how to maintain
good health at any stage of life, and to educate
them on latest diet trends and early detection
of changes and tumours. These campaigns also
include lectures and workshops on the topic of
mental health which focus on preventing the ef-
fects of stress on health.

In October 2018, NIS organised the first Health
Week and marked a Green Apple Day, as a symbol
of a healthy lifestyle. During that week, the Com-
pany, local community health centres and pri-
vate healthcare providers organised mini health
screenings, weight watch as prevention of obesity,
and checked sugar levels and blood pressure. They
also held lectures on healthy and balanced diets
and a lecture on breast self-exams, as an import-
ant factor in breast cancer prevention. Green apples
were handed out to employees with each meal in
restaurants of the Company, as a symbol of health,
healthy lifestyle and healthy diet.
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In order to raise awareness and promote healthy
lifestyles, NIS conducted a number of campaigns in
2018:

Lecture cycle on a healthy and balanced diet:
Good and Bad Fats
The Truth About Cholesterol
How to Recognize Bad Food Choices
Diet for a Long Life
Do We Really Need More Protein?
Step to Health, lecture on the necessity of
physical activity
How to Beat High Blood Pressure, a two-lecture
cycle

In 2018, stop smoking seminars were organised
in the Company for the third time — Allen Carr’s
Easyway to Stop Smoking.

The development of corporate sports is a partic-
ularly important segment of our HSE Policy, and
it provides support to employees in both recre-
ational and competitive sports. During 2018, more
than 2,000 employees participated in recreational
sports activities in 14 Serbian cities in order to im-
prove their fitness. Additionally, over 250 employ-
ees represented the Company at local and regional
sports events, as well as at international corpo-
rate sports tournaments of Gazprom Neft Group in
Kyrgyzstan and Russia. NIS’ recreational athletes
won over 100 awards and prizes for their achieve-
ments in 11 different disciplines.

It should be noted that at the end of 2018, a meeting
of all managers of Gazprom Neft Group was held in
Serbia for the first time. More than 20 participants
took part, aiming to further develop corporate
sports and simultaneously contribute to improving
health and motivation of employees.




4
Quality
Education

Ensure inclusive and equitable quality
education and promote lifelong learning

opportunities for all

The Company believes that investing in the improvement of the quality of
education and helping young people realize their full potential are the best
investments in the future, and a very important precondition for further
development of the Company and the community in which it operates.

-
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For seven years now, NIS

has been investing in the
future and education of
highly qualified prospective
employees through its Energy
of Knowledge corporate
programme. To this end,

the Company provides
scholarships to the best
students in Serbia and
abroad, and works closely
with educational and scientific
institutions in Serbia.

The Company continued its strategic cooperation
with higher education institutions in Serbia — the
NSU Faculty of Economics in Subotica, Belgrade
University, Novi Sad University, the BU Faculty of
Geography, the BU Faculty of Technology and Met-
allurgy, Mihajlo Pupin Technical Faculty in Zrenja-
nin and the Faculty of Education in Sombor.

In the field of secondary education, NIS continued
its cooperation with the Technical School in Zren-
janin, and in 2018 it organised internships for 55
students from its department for ‘Oil and Gas Pro-
duction Unit Operators’ in the Training Centre in
Zrenjanin, and on oil, gas and combined oil and gas
fields. In the same year, nine students of the sec-
ond generation of education programme ‘Oil and
Gas Production Unit Operators’ were employed by
the Company.

Additionally, the education programme ‘Oil and
Gas Refining Technician’ in the 23rd May Tech-
nical School from Pancevo was accredited in co-
operation with the Ministry of Education, Science
and Technological Development and the Institute

for the Improvement of Education. The programme
was aimed at training prospective employees of the
Pancevo Oil Refinery. The first class of 30 students
was enrolled in school year 2018/2019. Additionally,
a smart classroom was equipped, and a new ecolo-
gy lab opened.

Under the Memorandums of Cooperation signed
with the Pancevo School of Mechanical Engineer-
ing and Nikola Tesla School of Electrical Engineer-
ing, their school curriculums were adjusted, and
new NIS classrooms were equipped with the aim of
improving conditions for training future employees
of the Pancevo Oil Refinery.

In order to promote natural sciences, the Company
supported the organisation of three Serbian natural
science Olympics and helped talented high school
students participate in international Olympics. All of
this was made possible by the cooperation with the
Serbian Chemical Society, Serbian Physical Society
and Mathematical Society of Serbia. Serbian teams
won the total of 13 medals at prestigious interna-
tional competitions. NIS also organised the 6™ NIS
Russian Language Olympics, in order to popularize
Russian language and culture. The total of 1,470 par-
ticipants from Serbia, Montenegro and Republic of
Srpska (from 138 schools and faculties) took part in
the 6" NIS Russian Language Olympics.

The Company continued to support bilingual ed-
ucation programmes in Jovan Popovi¢ Primary
School in Novi Sad, Aleksinac Grammar School, and
Jovan Jovanovi¢ Zmaj Grammar School in Novi Sad.
In school year 2018/2019, a Serbian language course
was launched in the Russian School of the Embas-
sy of the Russian Federation in Belgrade with the
help of the BU Faculty of Philology. For the pur-
pose of providing professional training and certifi-
cation for teaching staff for the Russian language,
NIS continued its long-term cooperation with the
Russian House RCSC and the Faculty of Education
in Sombor. In 2018, a NIS classroom for the Russian
language was opened in Pirot Grammar School. As
a result of the cooperation between the Company
and the BU Faculty of Political Sciences, the Centre
for Russian Studies was established at this educa-
tional institution.

In the field of professional development courses, the
Company intensified its cooperation and exchange
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of up-to-date knowledge with partner universi-
ties. The Services and Exploration and Production
Blocks organised professional development cours-
es and lectures for their employees in cooperation
with the Belgrade University Faculty of Mechanical
Engineering and the Novi Sad University Faculty of
Technical Sciences. Moreover, NIS' experts gave a
series of guest lectures at the BU Faculty of Mining
and Geology, Mihajlo Pupin Technical Faculty and
the NSU Faculty of Technology. In cooperation with
the Faculty of Technology, the Company organ-
ised a lecture by Professor Grishin, head of the 0il
Chemistry Department of the Lobachevsky Univer-
sity in Nizhny Novgorod.

In 2018, NIS CEO Kirill Tyurdenev gave lectures
at both the MGIMO University in Moscow and the
prestigious University of Cambridge Judge Busi-
ness School on the topic Management and Leader-
ship in the 4 Industrial Revolution — Challenges and
Opportunities.

IS EYOYRHQ
== HaA 0

NIS organised numerous student internships and
field visits to its facilities with the aim of supple-
menting school curriculums and connecting the
education and industrial sectors. Within these ac-
tivities, Serbian and foreign students had the op-
portunity to learn about the business processes of
our company.

In school year 2017/2018, NIS granted 41 scholarships
for students of the faculties of Belgrade and Novi Sad
Universities, and students of prestigious Russian oil
and gas universities. In school year 2018/2019, NIS
has concluded 12 new scholarship agreements. In
2018, NIS hired 17 NIS scholarship holders — gradu-
ates of Serbian and Russian faculties.

In 2018, the Energy of Knowledge programme ac-
tively participated in numerous conferences and
seminars on the dual education system and invest-
ments in education in Serbia with the support of
the Ministry of Education, Science and Technolog-
ical Development.

EHEPTMJA




5
Gender
Equality

Achieve gender equality and empower

all women and girls.

Improve gender equality and the position
of women and men in the Republic of
Serbia; contribute to increasing the role
of women in business decision-making

and society in general.

NIS provides a business environment in which every employee
can reach their full potential, and strives to prevent and sanction
all forms of discrimination or unequal treatment of employees,
job applicants, business partners, suppliers, clients and other
third parties with which the Company has a business relationship.
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The alignment of a
company’s strategy with its
corporate culture is one of
the main prerequisites for its
success, but also one of the
greatest challenges faced by
businesses all over the world.

NIS provides a business environment in which all
employees can reach their full potential, and strives
to prevent all forms of discrimination or unequal
treatment of employees, job applicants, business
partners, suppliers, clients and other third parties
with which the Company has a business relationship.

NIS ensures that all its operations are free from
discrimination based on race, skin colour, national
origin, citizenship, nationality or ethnicity, lan-
guage, religious or political beliefs, sex, gender
identity, sexual orientation, financial situation,
birth, genetic characteristics, health condition,
disability, family or marital status, criminal re-
cord, age, appearance, membership in political and
other organisations, or on other real or assumed
personal traits.

Compliance with the highest corporate responsibil-
ity standards and commitment to the principles of
business ethics, legal compliance and observation
of human and labour rights remain the Company’s
priorities. It also insists on maintaining high stan-
dards for a fair and safe work environment for all
its employees and business partners. The Company
aims to create a business environment which re-
spects human rights guaranteed by the Constitu-
tion of the Republic of Serbia and those protected
by international agreements and laws prohibiting
discrimination and ensuring equality, as well as
employee rights guaranteed under the Labour Law,
the Collective Agreement and NIS’ internal policies,
all in line with the UN Declaration of Human Rights
and the ILO Declaration on Fundamental Principles
and Rights at Work.

With a view to preventing discrimination in the field
of labour and human rights, NIS is particularly ded-
icated and committed to:

providing equal employment opportunities for
all male and female job applicants;

assessing and evaluating job applications re-
gardless of candidates’ personal traits and
evaluating only job-specific skills;

seeking only qualifications and traits which are
directly related to specific duties of a particular
position;

formulating job postings in a way that provides
(when appropriate) special motivation to male
and female candidates from particularly vul-
nerable groups;

using gender-sensitive/neutral language in job
postings, and

posting job vacancies in various accessible for-
mats and at locations accessible to different
candidate groups.

In 2018, NIS launched around 30 initiatives aimed
at improving both job applicants’ experience
during the hiring process and recruitment policies.
NIS is one of 1,800 global companies which have
signed the United Nations’ seven Women's Em-
powerment Principles.

In an effort to ensure the effective exercise of the
right to fair working conditions, NIS is committed to
informing every employee about their employment
status in writing. For these purposes, the Company
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ensures compliance with laws, bylaws and business
standards with regards to working hours, rest, sal-
aries, benefits, etc. The salary management system
is based on the principles of internal fairness and
external competitiveness, and is aligned with the
international methodology of job evaluation, which
minimises the opportunities for discrimination
against employees. NIS supports the freedom of as-
sociation and collective bargaining and cooperates
with the representative trade union.

If workplace discrimination is suspected, employ-
ees can contact their line manager, HR business
partner of their organisational unit or SOS line
(soslinija@nis.eu), and submit all relevant evi-
dence that can point to discrimination. When all
documentation is collected, it is submitted to the
labour law team, which reviews it and informs the
authorities whether the complaint is justified. In
the event that it is, the labour law team also in-
forms the authorities about its further actions.




6
Clean Water
and Sanitation

Ensure availability and sustainable

management of water and sanitation for all

The manner in which NIS treats the natural and working environments
is best reflected in its responsible and rational use of water from the least
sensitive water supply sources, and in constant improvement of the water

treatment process.
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Responsible use of water
resources is one of the
Company'’s priorities in

the area of environmental
protection and utilisation

of natural resources. The

use of water resources is
necessary for both production
and technological processes
(steam production, operation
of cooling systems), fire
protection, water bottling,
and sanitation.

The manner in which NIS treats the natural and
working environments is best reflected in its re-
sponsible and rational consumption of water — it
uses the least sensitive water supply sources to
withdraw water for its production and refining
processes, fire protection, tank integrity testing,
cooling, cleaning and watering.

A responsible use of water resources is measured
not only on the basis of withdrawn quantities, but
also on their origin and quality. The majority of
water used comes from the least sensitive resourc-
es — the Danube River and the Danube-Tisa-Dan-
ube Canal (79%). By using water from the least
sensitive resource, the Company preserves water
intended for public water supply, food industries
and agricultural irrigation. The majority of water
is withdrawn for the needs of the Pancevo Oil Re-
finery. The quantity of withdrawn water per tonne
of refined oil in the Pancevo Oil Refinery remained
at the same level as in the previous year (0.82 m3/t).

NIS pays special attention to waste water treat-
ment, since oily waste water and atmospheric wa-
ter pose a real risk to the recipient. During 2018,
28 separators were installed at our petrol sta-
tions which previously did not have them, while
old separators were replaced with new ones on 4
renovated petrol stations. Therefore, at the end of
2018, 98% of petrol stations had separators for oily
waste water treatment. The Company owns the
total of 368 facilities for waste water treatment.

In 2018, within the Project for analysing the need
for rehabilitation and remediation of groundwa-
ter and soil in the area of the Novi Sad Petroleum
Products Warehouse, the Company conducted a
Study of completed electrical resistivity surveys,
with the aim of defining the zones of groundwater
and soil contamination by hydrocarbons caused
by the NATO bombing in 1999, as well as future
activities on the rehabilitation and remediation of
groundwater and soil at this location.

In line with its HSE policy, the Company ensures
that drinking water is available to all its employ-
ees at their workplace. Bottled water or water dis-
pensers are provided in the facilities where the
quality of water from public supply or wells does
not meet quality standards. In our retail outlets,
customers can use water from the public water
system, and in the cases that this water poses a
health risk, we have provided notices that the wa-
ter is non-potable.

One of NIS’ secondary activities is the produc-
tion and sale of Jazak drinking water. This high
quality mineral-rich spring water originates from
one of the purest natural water springs on Fruska
gora, located in the close vicinity of Jazak Monas-
tery in Vojvodina. It is produced according to the
most stringent technological, industrial and safe-
ty standards in this segment.

For thirteen years now, Jazak water has been pro-
duced and bottled in a drinking water plant with
the same name located in the Fruska gora National
Park. The brand has recently been given a new vi-
sual identity characterized by modern design and
improved eco-friendly packaging (reduced weight,
smaller caps), which further contributes to envi-
ronmental protection.
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7
Affordable
and Clean
Energy

Ensure access to affordable, reliable,

sustainable and modern energy for all

NIS’ goal is to supply the market with green energy,

and simultaneously contribute to the improvement of
environmental protection in all communities in which it
operates. In this manner, NIS continues to generate new
value for its shareholders and employees, to create jobs

and improve the environmental situation in the world.
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One of the key directions
of NIS" further development
under Strategy 2025

is the construction of new
power plants.

NIS’ goal is to supply the market with green ener-
gy, and simultaneously contribute to the improve-
ment of environmental protection in all communi-
ties in which it operates. One of the key directions
of NIS’ further development under Strategy 2025
is the construction of new power plants. In this
manner, NIS continues to generate new value for
its shareholders and employees, to create jobs and
improve the environmental situation in the world.
In accordance with this objective, the Company
is currently implementing two significant proj-
ects which will help NIS and its partners become
important players in the Serbian energy market.
Additionally, they enable Serbia to fulfil its inter-
national responsibilities regarding environmental
protection and production of energy using renew-
able energy sources.

The first project is the construction of a combined
cycle power plant (CCPP) at the location of the
Pancevo Oil Refinery, realized by NIS and its part-
ner, Gazprom Energoholding. The future CCPP with
a gas-steam cycle and cogeneration (simultaneous
production) of electricity and thermal energy will
have a power generation capacity of 196 MW. The
technology which will be applied in the CCPP is
currently the best from the aspect of energy ef-
ficiency and environmental protection. It is also
the most economically viable technical solution

for using natural gas as fuel, and it ensures high
fuel utilization resulting in low fuel consumption
per unit of useful energy. Although its basic func-
tion is to meet the Pancevo Oil Refinery’s needs
for process steam and electricity, the new CCPP
will supply the majority of electricity it generates
to the power system of Serbia, which will in turn
contribute to the stability of its power supply. The
commissioning of the CCPP Pancevo is scheduled
for the third quarter of 2020.

In the area of renewable energy sources, NIS and its
partner MET Group have continued their activities
on the Plandis$te Wind Farm project. In line with the
plan, this wind power plant will have a power gen-
eration capacity of 102 MW, and it will consist of 34
wind turbines and produce electricity equivalent
to the amount of power consumed by about 85,000
households. This project has strengthened NIS’ re-
newable energy strategy, and its implementation
will contribute to the diversification of the Compa-
ny’s portfolio. This joint venture is also an excel-
lent foundation for further investments in the area
of renewable energy sources. By generating energy
using renewable sources, NIS helps Serbia fulfil its
international responsibilities regarding this field.
In this area, NIS also implemented several proj-
ects for using its own geothermal resources to heat
buildings, prepare sanitary hot water, heat indoor
and outdoor pools and glasshouses, and to provide
heating in the industry whose application has been
expanding in the recent years. The projects in the
field of geothermal energy have a significant im-
pact on increasing energy efficiency and reducing
harmful emissions.

NIS shows its dedication in this area by using avail-
able resources responsibly. In 2013, the Company
launched the construction of small power plants
on oil and gas fields in Serbia, and so far it has
invested over EUR 20 million in this programme.
In this manner, NIS generates thermal energy
and electricity using associated gas from oilfields
which used to be burned in flare stacks, as well as
gas from gas fields which does not meet quality
standards and therefore cannot be transferred to
the public gas distribution network. Today, small
power plants are distributed in 8 locations, and
have the total capacity of approximately 14 MW.
Since 2014, these small power plants have secured
NIS’ position on the electricity market.
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In addition to the small power plants, the Com-
pany’s projects for gas monetisation included the
construction of natural gas compressor stations
at the Pali¢ gathering and distribution station and
the Ostrovo Oilfield near PoZarevac. These com-
pressor stations generate compressed natural gas
for wholesale, which is then used by consumers in
locations not included in the public gas distribu-
tion network, or consumers who previously used
coal or liquid fuels. Along with its economic ben-
efits for consumers, such substitution has a ben-
eficial effect on the environment as well, due to
reduced emissions of harmful gases from boilers
used by these consumers.

In addition, the Company contributes to the in-
crease in overall energy efficiency and reduces
the pollution of the environment by developing
a new motor fuel — compressed natural gas for

~ >

road vehicles. NIS has installed filling stations
for compressed natural gas at three of its petrol
stations in Novi Sad, Ca¢ak and Belgrade, and is
currently building another filling station in Bel-
grade, and planning to build more. The economic
benefits for consumers are obvious (cheaper fuel),
but there are benefits for the environment as well,
as liquid fuels are substituted with clean fuel, i.e.
natural gas.

Simultaneously, NIS has been implementing com-
prehensive energy efficiency measures. Their total
effect in 2018 amounted to RSD 522 million. It is
worth noting that the Company has been consid-
ering new directions of development for the period
till 2030, and some of the areas to be diversified are
electricity production (primarily from renewable
energy sources), use of biofuels and construction
of charging stations for electric vehicles.




8
Decent work and
economic growth

Promote sustained, inclusive and
sustainable economic growth,
full and productive employment

and decent work for all

The belief that employees are the most important
resource in a company, desire to provide them
with continuous opportunities for professional
development, and various material and non-
material benefits have made NIS one of the most
desirable employers in Serbia.
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As a leader in the regional
energy market, NIS strives to
make its employees leaders
in their respective fields.

NIS is one of the largest energy companies in
Southeast Europe and one of the largest employ-
ers in Serbia. Our team includes 11,000 highly
talented, skilled and hard-working people from
17 different countries. They are the driving force
behind our business growth, as well as responsi-
ble citizens and great colleagues. We are a stable
company designed to last. We also believe that our
future begins with each and every new addition to
our team. We are curious and open to innovations
and fresh ideas and energy that each new employ-
ee brings to our team, who strives with us to live
every day by our slogan — Future at Work.

In 2018, NIS introduced a number of initiatives
aimed at strengthening NIS’ employer brand, im-
proving corporate culture and providing a better

experience to both job applicants and employees
of the Company. Launched in 2019, our project
‘Corporate Culture Transformation and Creation
of NIS’ Employer Value Proposition’ is the Com-
pany’s strategic goal aimed at creating a working
and business environment which meets the needs
of both the company and its employees.

As a leader in the regional energy market, NIS
strives to make its employees leaders in their re-
spective fields, able to meet all demands of the
modern business environment.

During 2018, NIS Corporate University contin-
ued to develop its systems for continuous learn-
ing, improvement of management and leadership
skills and development of competencies in line
with global standards in the area of professional
development and training.

The blended learning approach, which combines clas-
sic in-class training with modern tools and method-
ologies such as e-learning, workshops, sessions and
business simulations, has helped to fully align devel-
opment activities with the actual needs of employees.

During 2018, 2,500 employees (the largest num-
ber so far) attended programmes at NIS Corporate
University. Employees from all levels, from de-
partment directors to specialists, joined its nu-
merous training courses.

In 2018, the Corporate University focused on the
diversification of topics for training programmes.
Each training course was tailored in cooperation
with renowned business schools from the coun-
try and the wider region, training and develop-
ment partners and leading lecturers. In order to
keep up with global trends, the Company pro-
vided its employees with the opportunity to lis-
ten to world-renowned lecturers on topics such
as: Change management, Agile, Design thinking,
Digital transformation, Digital leadership, Global
trends in the 4™ industrial revolution, etc.

We have continued to develop the mentoring
culture through training courses certified by
the Academy of Executive Coaching UK, London
(Coaching Skills Certificate) and Coaching and
Mentoring International (CMI), London (Mentor-
ing Skills Certificate for mentors).
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NIS promotes the freedom of association and col-
lective bargaining, and the new Collective Agree-
ment for NIS’ employees is one of the best in Serbia
and the wider region with regards to the employee
benefits package. Additionally, NIS maintains the
position of an employer whose collective agree-
ment serves as a model for other employers.

In order to provide students with more flexibility
regarding internships, NIS has launched NIS Call-
ing, a new programme offering 320-hour intern-
ships, available to students during a three-month
period, which they can organise in accordance with
their faculty class schedules. In addition to gaining
practical experience, students also have the op-
portunity to gain new and build on their previous
knowledge and skills at NIS Corporate University.

We also recognise the importance and value of
professionals who have gained knowledge and ex-
perience abroad and who wish to apply their skills
in Serbia. The Company has launched Return to
Serbia programme aimed at creating job oppor-
tunities for Serbian citizens who work abroad. By
launching this programme and working closely
with a number of organisations which connect
the people who fall into this category (as well as
with all individuals interested in continuing their
careers in our company), we aim to support the
return of highly qualified professionals who are
ready to assume leading positions and apply their
knowledge and skills in NIS.




9

Industry,
Innovation and
Infrastructure

Build resilient infrastructure, promote
inclusive and sustainable industrialization

and foster innovation

Application of modern technologies and innovative solutions in all
business segments constitutes the cornerstone of NIS’ further development
and its response to the rising customer expectations in the time of the 4"
Industrial Revolution.
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Introduction and application
of modern technologies

are the cornerstones of

the development of all NIS’
business segments.

Application of modern technologies and innovative
solutions in all business segments, from oil and gas
exploration to human resources, constitutes the
cornerstone of NIS’ progress in the Serbian and re-
gional markets, and a prerequisite for the Compa-
ny’s further development. In the time of the 4™ In-
dustrial Revolution, a company’s flexibility, agility,
employee professional development and constant
innovation are all prerequisites for its survival in
the increasingly competitive market.

In order to keep up with the current trends, NIS has
launched the process of digital transformation of all
of its business segments. The Company has created
over 60 projects, and 10 of them have already en-
tered the realization phase. Particularly important
projects are those that apply artificial intelligence
and machine learning for the purposes of predic-
tive maintenance of refineries, modification of re-
tail strategies on petrol stations, and development
of a power trading platform. NIS expects that these
projects will contribute to its further development,
ensure faster and more efficient decision-making,
help meet customer needs, and consequently create
new value for the Company and its shareholders. It
is important to note that NIS’ employees also sub-
stantially contribute to its development in this area
by providing ideas which considerably improve
business efficiency. NIS’ digital transformation en-
tails the modification of both numerous processes
and culture at all levels in the Company.

Introduction and application of modern technolo-
gies are the cornerstones of the development of all
NIS’ business segments. As for individual projects,
the Company is implementing the Bottom-of-the-

Barrel Project in the Pancevo Oil Refinery which
will ensure an increase in the production of ‘white’
petroleum products and launch a new product —
coke, which is currently imported. Additionally, the
Company is focused on the production of green en-
ergy, and together with its partners is implement-
ing projects such as the CCPP in Pancevo and the
PlandiSte Wind Farm, which will contribute both to
the Company’s performance and to the improve-
ment of environmental protection. Following the
construction of these plants, NIS and its partners
will become important players in the domestic en-
ergy market.

NIS manages a network of over 400 petrol stations
in Serbia and three other neighbouring countries
(Bosnia and Herzegovina, Bulgaria and Romania).
The Company’s main objectives also include con-
stant modernisation of its retail outlets, improve-
ment of quality of its products and services and
further development of loyalty programmes.

In line with the principles of corporate social re-
sponsibility, environmental protection and reli-
ability of supply in thinly populated areas, NIS is
considering the implementation of a new, compact
type of petrol stations. This type of petrol stations
would be suitable for a large number of locations in
which NIS facilities were built 30 or more years ago,
and in which it is not financially viable to invest in
larger facilities due to the limited market potential.
The alternative — closing these stations — is not
acceptable from the aspect of social responsibility.
The principles of modular construction and use of
prefabricated components would help replace sev-
eral decades-old small and medium-size stations
in as little as 45 days in cases where property law
and town and country planning conditions allow it.
These stations would be replaced by modern mini
station systems which will apply the latest techni-
cal and technological solutions which have become
a standard in NIS. In addition to the standard range
of liquid fuels, the se stations would also offer
non-fuel products and NISOTEC range. It should be
noted that these facilities would still require sales
staff, as the new station format cannot be operated
without any personnel.

In 2019, the Company plans to launch a pilot proj-
ect for the construction of this type of stations on
several locations.






11
Sustainable
Cities and
Communities

Make cities and human settlements

inclusive, safe, resilient and sustainable

Turn business success into general

prosperity, support community development

NIS has been one of the leading social investors in Serbia for several
years now, and by implementing its social responsibility programmes
under the slogan ‘Future at Work’ it aims to support the overall
development of the community in which it operates. In this segment,
NIS particularly values its strategic partnership with citizens and
organisations throughout Serbia.
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Corporate responsibility
and desire to support
community development
through various socially
responsible programmes
are among NIS’ priorities.

Corporate responsibility and desire to support
community development through various socially
responsible programmes are among NIS’ priori-
ties. As one of the leading social investors in Serbia
and the wider region, NIS has been investing sub-
stantial funds under its slogan ‘Future at Work’ for
several years now. These investments are aimed at
supporting the younger generations by improving
educational infrastructure, popularising science,
culture and art, improving working conditions in
health and social care facilities of considerable so-
cial importance, developing sports and promoting
sports values. In 2018 only, NIS invested nearly RSD
408 million into socially responsible projects.

NIS is proud of its cooperation with local com-
munities throughout Serbia, since it has produced
numerous initiatives which contribute to the im-
provement of living conditions of many citizens of
Serbia. This synergy enabled us to renovate many
kindergartens, revamp school buildings and chil-
dren’s parks, improve conditions for those who
work and stay in health and social care facili-
ties, equip workshops for young creative people
and build sports fields. Our company considers it
very important that in 2018 we celebrated the 10
anniversary of our Together for the Community
corporate programme aimed at cooperation with
local communities throughout Serbia. In the pre-
vious decade, we have successfully implemented
more than 900 projects worth over a billion dinars.
The anniversary of the Together for the Commu-
nity programme was the perfect opportunity to
strengthen our partnerships with the communi-
ties participating in the programme (Belgrade,
Novi Sad, Ni$, Cacak, Zrenjanin, Pancevo, Kikinda,
KanjiZa, Novi Becej, Srbobran, Zitiste), as well as to
add the 12th participant — the town of PoZarevac.
Within the programme Together for the Commu-

nity 2018, the Company supported 26 projects and
invested the total of RSD 114.5 million.

The proof that social responsibility isn’t just a
phrase for the Company are its employees who have
invested their time, knowledge and means in pro-
viding support to those in need. In the past year,
the NIS Volunteer Club was formally established,
and its members carried out 9 prominent volun-
teering campaigns in 2018. Additionally, NIS and
its employees have provided considerable support
to health care providers in Serbia as well. The In-
stitute for Child and Youth Health Care in Novi Sad
received funds for the purchase of modern med-
ical devices which have considerably improved
health care services for its young patients. Within
the Magnet for Love campaign, the Institute was
also equipped with an MRI scanner intended for
children. The support to Dr. Vukan Cupi¢ Mother
and Child Health Care Institute is aimed at im-
proving working conditions in operating theatres,
and for that purpose it received an operating ta-
ble equipped with modern systems and additional
features designed to provide assistance during sur-
gery. Operating theatres were also revamped in the
Clinical Centre of Serbia and the Clinic for Plastic
and Reconstructive Surgery and Burns. At the end
of 2018, in a traditional campaign before New Year
holidays, NIS’ representatives presented Studenica
General Hospital in Kraljevo and the Clinical Hos-
pital Centre in Kosovska Mitrovica with substantial
donations. The donation for the hospital in Kraljevo
was intended for the procurement of a modern lap-
aroscopy tower, while the clinic in Kosovska Mitro-
vica received a new ambulance with a mobile incu-
bator. Support to health care providers throughout
Serbia will be NIS’ priority in the area of social re-
sponsibility in the future period as well. As a re-
sult, the Company has allocated the budget of RSD
116.5 million within its Together for the Communi-
ty programme for 2019, aimed at health care insti-
tutions, particularly those that treat children and
young patients.

New Year holidays were a perfect opportunity for
NIS® employees to traditionally donate presents
and surprises to children who receive care in both
health and social care facilities. These institutions
included the SOS Children's Village and Studenica
General Hospital in Kraljevo, Clinical Centre in NiS
and the Clinical Centre in Kosovska Mitrovica.
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Responsible
Consumption
and Production

Ensure sustainable consumption and

production patterns

Responsible use of resources, application of modern
technologies and improvement of environmental protection are
absolute priorities for NIS. Our goal is ambitious — we want to
achieve work processes with no injuries and detrimental effects
for the environment.
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Sustainable Development Goals

Nearly EUR 3 billion were
invested in NIS" development
in the period between 2009-
2018. These investments
enabled the modernisation
of the Company in all its
business segments and
implementation of modemn
technologies which both
improved its financial and
operational results and
significantly contributed to
environmental protection in
our country.

NIS Corporate Strategy, adopted towards the end of
2017, launched a new large investment cycle which
will help the Company create the foundations for
its long-term development, preserve its leading
position in Serbia and strengthen its competitive
advantage on the regional energy market.

In the time of rapid technological development,
NIS’ key priorities include equipment modernisa-
tion, innovative approaches and application of
modern technologies. This is why NIS constantly
modernizes its oil and gas operations, introduces
and improves new oil and gas production meth-
ods, builds new refining facilities, modernises
its retail network, develops its business opera-
tions in the area of electricity generation, imple-
ments digital transformation in all segments and
expands its range of products and services.

NIS’ capital projects in the upcoming period
include further modernization of its refiner-
ies, construction of a CCPP in Pancevo and im-
plementation of a wind power generation proj-
ect. Another capital project aimed at further
modernisation of the Pancevo Oil Refinery, the
construction of its bottom-of-the-barrel unit
with the delayed coking technology, is planned
to be completed in 2019. After the new unit is
brought into production, NIS’ refineries will be
among the best units with the bottom-of-the-
barrel technology in the world. Additionally, it
will be possible to discontinue the production of
high-sulphur fuel oil, which will enable Serbia to
fulfil its international responsibilities regarding
the improvement of environmental protection.

Implementation of projects in the area of pow-
er generation scheduled for 2020 will boost the
Company’s performance and enable the produc-
tion of green energy, which will have a beneficial
effect on the entire country.

In addition to these projects, NIS has commenced
its digital transformation which includes both
the application of new technologies and the mod-
ification of the Company’s culture and values at
all levels. In the climate of growing complexi-
ty of oil and gas industry and fierce competition
in the market, innovative digital technologies
constitute one of the driving forces which will
enable NIS to meet its strategic goals. In order
to achieve these goals and keep up with the best
global practices, NIS has established partner-
ships with some of the leading IT companies in
the world, including Microsoft. NIS’ objective is
to use the full potential of digital technologies in
the future period in order to strengthen its com-
petitive advantage.
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Climate
Action

Take urgent action to combat climate

change and its impacts

As part of the energy sector, NIS is aware of its responsibilities regarding
environmental protection, and it considers investments into sustainable
development as investments into the future of its employees and the

entire community.
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Sustainable Development Goals

Environmental protection is
one of NIS’ priorities and it
is reflected in its sustainable
use of natural resources.

If we could choose one term that defines our busi-
ness operations, it would be responsibility. Health
of our employees and third parties is always an
absolute priority, which we prove every year by
reducing negative effects on human lives and by
improving our HSE culture.

By signing the Paris Agreement in 2015, 197 coun-
tries pledged to protect the environment and ap-
ply climate-friendly approaches to all segments
or everyday life, business and industry. It is para-
mount to both reduce CO, emissions and take ac-
tion against other pollutants which are harmful
for the environment, endanger human health and
reduce air quality. All companies, primarily large
ones, have the responsibility to join this fight, and
the oil and gas sector plays an important role by
undertaking appropriate measures and investing
into sustainability.

Environmental protection is one of NIS’ priorities
and it is reflected in its sustainable use of natural
resources, identification of environmental risks,
reduction of the impact of production activities on
air, water and soil, efforts to reduce waste gener-
ation, recycling and disposal of generated waste,

monitoring environmental parameters, remedi-
ation of historical pollution, improvement of ex-
isting processes and investments in eco-friendly
projects in accordance with BAT principles (best
available techniques and technologies).

NIS has incorporated environmental protection in
its vision and mission, HSE policy and HSE Policy
Statement.

During 2018, the construction of the Delayed Cok-
ing Unit was continued in the Pancevo Oil Re-
finery. After the commissioning (planned for the
third quarter of 2019), we expect an increase in
the production of ‘white’ petroleum products and
high-value fuel — coke, which is currently import-
ed. From the aspect of environmental protection,
the emissions of sulphur and nitrogen oxides and
powder substances will be significantly reduced.
The final result, after the construction of the unit,
will be reduction of the emissions of sulphur ox-
ides in the air in the entire country due to the low-
er presence of fuels with high sulphur content on
the market, which is a requirement of the Directive
1999/32/EC on the reduction of sulphur content in
certain liquid fuels.

In the course of 2018, NIS implemented the prac-
tice of monitoring environmental projects that
eliminate, mitigate, or bring high and medium
risks to an acceptable level (low risk). In accor-
dance with the completed risk assessment and ad-
opted HSE Strategy for 2017-2030, NIS continued
to realize ongoing projects and commenced new
ones, such as the installation of Low NOx burners
at the Hydrodesulfurization Unit II and the At-
mospheric Distillation Unit. These projects were
aimed at ensuring that the operation of the units
is aligned with the Directive 2010/75/EC on indus-
trial emissions and more strict emission limit val-
ues for air pollutants.

The Company completed the project for scrub-
bing of ejector gas which resulted directly in the
reduction of SO2 emissions below emission limit
values. Regulatory compliance was also achieved
by the implementation of the project for the in-
stallation of an automatic continuous emission
monitoring systems (CEMS) at the Hydrogen Unit
in the Pancevo Oil Refinery. This system enables
timely modification of process parameters in the
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unit in the case that they are exceeded. Other proj-
ects worth mentioning are the modernisation of
bitumen (un)loading installations, burning waste
gas from tanks and installation of radar gauges
and thermometers in tanks. Harmful emissions
are measured by authorised and accredited legal
persons specialised for measuring emissions using
prescribed manual or automated methods.

We are highly dedicated to environmental stan-
dards and constant, year-on-year improvement
of sustainable business practices. This dedication
is our driving force, something that inspires us to
step up our efforts and exceed the norms set by
the EU and the government. We have placed envi-
ronmental protection and better quality of life at

p=
o

the top of our priority list. Effective projects that
actually reduce emissions of nitrogen and sulphur
oxides are the means by which all companies, par-
ticularly those in the energy, oil and gas sectors,
can make a significant progress with regards to air
quality and well-being of all citizens. For now, NIS
is one of the very few companies in Southeast Eu-
rope which has made the extra effort to invest into
sustainable development, improvement of environ-
mental protection and the quality of life of both its
employees and other citizens in the community in
which it operates. Social agility and improvement
of our health and quality of life require effort and
considerable long-term investments. We are proud
to be a pioneer in this area and we hope that more
companies will decide to commit to these causes.
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Life on Land

Protect, restore and promote sustainable
use of terrestrial ecosystems, sustainably
manage forests, combat desertification,
and halt and reverse land degradation and

halt biodiversity loss

NIS has implemented a considerable number of projects aimed at
preserving biodiversity and raising environmental awareness of its
employees and the entire community, and its business priorities
include employee health care, workplace safety and dedication to
environmental protection.
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Sustainable Development Goals

We consider it imperative

to comply with the most
stringent environmental
standards, use available
resources efficiently and
responsibly, increase energy
efficiency and use renewable
energy sources.

NIS’ business priorities include employee health
care, workplace safety and dedication to environ-
mental protection. The Company has implemented a
considerable number of projects aimed at preserving
biodiversity and raising environmental awareness
of its employees and the entire community.

NIS’ employees participated in volunteering cam-
paigns traditionally organised on 5 June on the
occasion of the World Environment Day. They
collected litter on Fruska gora together with the
employees of the Provincial Secretariat for Urban
Planning and Environmental Protection, PE Frus-
ka gore National Park and the Institute for Nature
Conservation of Vojvodina Province. In line with

the slogan ‘Fight the Plastic, 1,500 canvas tote
bags were handed out.

Our employees from the Volunteer Club, summer
interns and children of our employees marked 15
September, the World Cleaning Day, by collecting
litter on the upper section of the Petrovaradin For-
tress during the campaign ‘Fortress Without Litter’.
HSE campaigns also marked the World Water Day
(22 March) and the Danube Day (29 June).

During 2018, the Company continued to im-
prove the skills of its employees and operators
through training, workshops, audits and meet-
ings with operators and laboratories. Jointly with
the representatives of the Ministry of Environ-
mental Protection, we organised 4 workshops on
the topic of chemical management and 1 work-
shop on waste and chemical management, and
we held the training course ‘Criminal Law and
Environmental Protection’ in cooperation with
the Law School in Novi Sad. Remediation of soil
where exploration and drilling operations for oil
and gas wells were performed and oil and gas pro-
duced removes health risks for the local population
and employees in these facilities, and prevents soil,
groundwater and air pollution.

In 2018, the Company continued its activities re-
lating to remediation of historical pollution and
restoration of agricultural land to its original
state. NIS invested considerable funds in the re-
mediation of historical pollution, and managed to
remediate a record 190 primary mud pits with the
total area of 134,196 m>.

Owing to its commitment to sustainable devel-
opment and regulatory compliance through best
management practices, NIS has become a lead-
er in environmental protection both in Serbia and
among similar companies in the wider region.
Projects which contribute to the reduction of emis-
sion of harmful substances into the atmosphere,
water and soil, help remediate historical pollution
and manage chemicals and waste confirm that the
Company treats the environment responsibly.

NIS’ activities and results with regards to envi-
ronmental protection are continually improved
with a view to raising environmental awareness of
its employees and the entire community.
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Peace, Justice
and Strong
Institutions

Promote peaceful and inclusive societies,
provide access to justice for all and
build effective, accountable and inclusive

institutions at all levels

NIS devotes sustained efforts aimed at improving
the business environment in the country and

at combating shadow economy, and shares best
practices with its business partners.
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NIS remains dedicated to
the aim of improving the
corporate legal framework.

With the aim of improving the corporate legal
framework, NIS participated in public discussions
and thus contributed to the adoption of a num-
ber of laws which regulate fiscal and tax issues,
registration with the cadastre and legalization of
buildings, as well as laws which further align lo-
cal and the EU regulations, primarily in the areas
such as the fight against corruption, personal data
protection and environmental protection. In 2018,
the Company paid special attention to the adop-
tion of the very important Law on Charges for Us-
age of Public Goods. This law unifies all charges
which are paid for using natural resources and
public goods, i.e. goods used by the general public,
and which had previously been regulated by sepa-
rate non-tax laws.

Another area in which NIS has been active for sev-
eral years now is the combat against illegal trad-
ing (shadow economy). It is important to note that
the share of shadow economy in Serbia’s gross
domestic product in 2013 was approximately 30%,
which earned Serbia a low rating with regards to
its business climate. In its Global Competitive-
ness Index for 2013, the World Economic Forum
ranked Serbia the 101st economy out of 148 anal-
ysed countries. In the same year, having identified
negative effects of unfair competition on economy
and public revenue, NIS and Serbian companies
which produce excise goods presented a report
on all negative aspects of this phenomenon to the

representatives of the Serbian Government, and
proposed measures for reduction of illegal trading
in the gas and oil sector. According to estimates,
the state budget suffered a loss of over EUR 135
million due to unpaid excise duties and other tax-
es levied on petroleum products.

In its Fiscal Strategy for 2014, the Serbian Gov-
ernment listed the fight against illegal trading for
the first time as one of its priorities in the area
of raising public revenue. The Government im-
plemented a number of activities aimed at elim-
inating identified issues in the oil sector: the sale
of light fuel oil was forbidden on petrol stations,
excise tax was levied on biofuels and inspection
bodies carried out regular visits. Substantial prog-
ress was made in the fight against illegal trading
owing to the introduction of the petroleum prod-
uct marking scheme and quality controls, which
were developed in cooperation with oil companies.
We would like to emphasise NIS’ active role in the
preparation and presentation of proposals with
regards to regulations from the field of marking
and quality control of petroleum products, having
in mind that this system was implemented in Ser-
bia for the first time in 2014. The Government also
intensified its field supervision of trading activi-
ties in other sectors as well, primarily in the sale
of excise goods.

In 2014, the Law on Inspection Supervision was
adopted with the aim of improving the operation
of inspection bodies. In the ensuing period, the
Government formulated bylaws which enabled the
Law to gradually come into use and brought con-
siderable improvements to the organisation and
operation of inspection bodies.

However, it is impossible to eradicate all existing
forms of shadow economy, and 2016 was marked
by a considerable increase in imports of base oils
which were then blended with diesel fuels, instead
of being used in the production of lubricants. Ac-
cording to government data, imports of base oils
in 2016 reached 80,000 tonnes, and 47,000 tonnes
were used as a substitute. The estimated cost to
the budget of the Republic of Serbia was EUR 30
million. As a result, NIS continuously directed at-
tention to the new trend with base oils and pro-
posed measures aimed at more stringent controls
of imports and applications of this product.
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When the Government imposed extraordinary
measures, base oil imports dropped to approxi-
mately 49,000 tonnes in 2017, while the quantities
used for blending with diesel fuels were reduced by
33,000 tonnes. In 2018, base oil imports were ad-
ditionally reduced to 34,000 tonnes, which is the
amount that corresponds to the economy’s actual
needs for the use of this product in the production
of lubricants, and the trend of blending base oils
with diesel fuels was curbed.

The results achieved are well supported by the
data on the constant increase in revenue from ex-
cise taxes on petroleum products, presented in the
government financial statements for the period
between 2005-2018 of 28 February 2019, which are
as follows (in millions of dinars):

2014 2015

The control of trade in excise goods is a serious
challenge, both for the government and market
participants. NIS remains dedicated to reaching
the common goal — a fair and free market with
clear regulations for all participants.

2016 2017 2018

121,332 127,371

143,933 147,821 156,794
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GRI General Disclosures

Company Profile

GRI
GRI
GRI
GRI
GRI
GRI
GRI
GRI
GRI
GRI
GRI
GRI
GRI

GR

GR

GRI

102-1
102-2
102-3
102-4
102-5
102-6
102-7
102-8
102-9
102-10
102-11
102-12
102-13

Organizational profile

Name of the organization

Activities, brands, products, and services
Location of headquarters

Location of operations

Ownership and legal form

Markets served

Scale of the organization

Information on employees and other workers
Supply chain

Significant changes to the organization and its supply chain
Precautionary Principle or approach

External initiatives

Membership of associations

Strategy

102-14 Statement from senior decision-maker

Ethics and integrity

102-16 Values, principles, standards, and norms of behaviour

Governance

102-18 Governance structure
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Stakeholder engagement

GRI 102-40 List of stakeholder groups

GRI 102-41
GRI 102-42
GRI 102-43
GRI 102-44

GRI 102-45
GRI 102-46
GRI 102-47
GRI 102-48
GRI 102-49
GRI 102-50
GRI 102-51
GRI 102-52
GRI 102-53
GRI 102-54
GRI 102-55
GRI 102-56

GRI 103-1
GRI 103-2
GRI 103-3

Collective bargaining agreements
Identifying and selecting stakeholders
Approach to stakeholder engagement
Key topics and concerns raised

Reporting practice

Entities included in the consolidated financial statements
Defining report content and topic Boundaries

List of material topics

Restatements of information

Changes in reporting

Reporting period

Date of most recent report

Reporting cycle

Contact point for questions regarding the report

Claims of reporting in accordance with the GRI Standards
GRI content index

External assurance

Management Approach

Explanation of the material topic and its Boundary
The management approach and its components
Evaluation of the management approach
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GRI Topic-specific
disclosures

GRI 201: Economic Performance

GRI 201-1 Direct economic value generated and distributed

Distributed economic value in thousand RSD 2017 2018

Directly generated value 236,087,804 282,165,889
Distributed economic value 211,600,427 261,211,206
Operating costs 179,931,250 223,589,944
Employee earnings and other remuneration 18,761,914 20,101,583
Interest on received loans 6,865,850 9,019,687
Taxes* 5,829,036 8,288,900
Investments in the community 212,377 211,092
Increase in the economic value of the Company 24,487,377 20,954,683

* Indirect taxes are not included in the given amount.

GRI 201-2

Financial implications and other risks and opportunities due to climate change

NIS helps fight climate change by producing
low-sulphur fuel, building cogeneration power
plants, injecting CO, and by commencing the con-
struction of a wind farm.

The commissioning of the DCU - Delayed Cocking
Unit in the Pancevo Oil Refinery in 2019 will re-
duce the emission of sulphur oxides into the air in
the entire Republic of Serbia by limiting the pres-
ence of high-sulphur fuels on the market, which
will in turn prevent acid rains and their negative
effect on the environment.

The Company has built 17 cogeneration power
plants in 9 locations, with the total capacity of
14MW. This contributed to the reduction of gas
flaring and enabled the production of electricity
and thermal energy for own consumption, while

the remainder of electricity is transferred to the
electricity system of Serbia.

In 2018, the Company continued with injection of
CO, separated from gas in the Amine Plant in the
Oil and Gas Preparation Plant in Elemir, into Ru-
sanda reservoir. In this manner, emission of CO2
into the atmosphere has been reduced, and inject-
ed CO, increases gas production in these wells by
maintaining pressure in the reservoir.

Utilisation of wind and solar power, biogas and
other alternative energy sources as well as mod-
ern technologies, contribute to climate change
mitigation. By investing in wind power generators,
the Company complemented its energy generation
operations in line with principles of environmen-
tal protection.
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In 2018, we joined the international Earth Hour ini- awareness of the need for rational energy use and
tiative for the 10th year by turning off decorative reduction of the impact of human activities on cli-
lighting in the Business Centres in Belgrade and mate change.

Novi Sad on 24 March. This way, NIS helps raise

GRI 201-3 Defined benefit plan obligations and other retirement plans

The Company calculates obligations related to
severance and pension payments to the employees
and for jubilee awards.

GRI 201-4 Financial assistance received from government

Financial assistance received from government

Program 2018

Agreement on the establishment of mutual rights and obliga- 1,914
tions in the implementation of the NIS Chance project with the
City of Zrenjanin for 2017.

Total in thousand RSD 1,914

GRI 202: Market Presence

GRI 202-1 Ratios of standard entry level wage by gender compared to local minimum wage

The minimum monthly basic gross salary in NIS
amounts is higher than the minimum gross salary
in Serbia.
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GRI 202-2

Proportion of senior management hired from the local community

Employees up to a level of department director - age structure,

gender structure and nationality

Number/Level CEO CEO Function Function / Block
Advisers /Block  Director Advisers
and Director and Deputies
Deputies
NIS j.s.c. Novi Sad 1 4 15 5
<30 0 0 0 0
30-50 1 1 10 4
>50 1
Representative offices 0 0 0 0
and branches
go <30 o 0 0 0
30-50 0 0 0 0
>50 0 0 0 0
Local subsidiaries 0 0 0 0
<30 0 0 0 0
30-50 0 0 0 0
>50 0 0 0 0
NIS j.s.c. Novi Sad 1 4 15 5
Men 1 3 13 5
Women 1 2 0
Representative offices 0 0 0 0
.,  andbranches
'qé Men 0 0 (0] (0]
8 Women 0 0 0 0
Local subsidiaries 0 0 0 0
Men 0 0 0 0
Women 0 0 0 0
NIS j.s.c. Novi Sad 1 4 15 5
Domestic 0 3 2 0
Foreign 1 1 13 5
2 Representative offices 0 0 0 0
Té and branches
2 Domestic 0 0 0 0
2 Foreign 0 0 0 0
Local subsidiaries 0 0 0 0
Domestic 0 0 0 0
Foreign 0 0 0 0
Total 1 4 15 5
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0 79 2 0
0 2 0 0
0 65 2 0
0 12 0 0
0 0 0 A
0 0 0 0
0 0 0 2
0 0 0 2
A 5 0 0
0 1 0 0
A 3 0 0
0 1 0 0
0 79 2 0
0 66 2 0
0 13 0
0 0 fh
0 0 0 A
0 0 0 0
A 5 0 0
A 3 0 0
0 2 0 0
0 79 2 0
0 48 0 0
0 31 2 0
0 0 0 /8
0 0 0 1
0 0 0 3
4 5 0 0
2 3 0 0
2 2 0 0

* The management category includes top management, senior management and middle management. Lower management
(starting from section managers and lower levels) is not included in the management category.
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GRI 203: Indirect Economic Impacts

GRI 203-1 Infrastructure investments and services supported

In addition to its business results, NIS also pays
great attention to the development of all commu-
nities in which it operates. For these purposes, the
Company has been allocating significant funds
for socially responsible programmes throughout
Serbia for several years now. In 2018, nearly RSD
408 million was allocated for these initiatives. NIS
implements its socially responsible programmes
under the slogan “Future at Work”, which symbo-
lises the Company’s dedication to primarily invest

in the advancement of young people, improvement
of quality of education in Serbia, and prevention
of brain drain. Along with supporting the younger
generations, the main directions of NIS’ socially
responsible programmes include the improvement
of education infrastructure, support of health and
social institutions, partnerships with domestic
and international scientific institutions, popu-
larisation of culture and arts and development of
sports infrastructure.

GRI 203-2 Significant indirect economic impacts

NIS is one of the leading companies in Serbia, not
only in terms of its operating profit and net rev-
enue, but also in terms of realised investments,
business activities, number of employees, tax li-
abilities and other liabilities payable to the gov-
ernment. In 2018 only, NIS realised an investment
programme worth RSD 41 billion, and these funds
contributed to the development of economic activ-

ities in the entire country, since NIS hires a signifi-
cant number of domestic companies as contractors
and suppliers. Additionally, NIS strives to share its
internal rules and best practices from the field of
business ethics, occupational health and safety and
environmental protection with its partners, and in
that manner contribute to the development of the
business community in Serbia.
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GR 204: Procurement Practices

GRI 204-1

Proportion of spending on local suppliers

The main principles guiding the implementation of
procurement processes are:

Process cost-effectiveness and efficiency, and
Bidder competitiveness and equality

These principles and business logic are always
accompanied by the standardization of business
processes through adopted documents: rulebooks,
policies, standards and instructions. NIS prior-

itizes the competitive selection of suppliers and
contractors. In cases where the business situation
requires a non-competitive mode of selection,
this must be explained by the procurement ini-
tiator. The competitive selection is based on the
analysis of alternative offers and the selection of
a supplier that submitted a technically acceptable
and favourable offer in terms of price, delivery/
completion time, warranty period, securities or
additional benefits.

Procurement structure excluding Gazprom Neft

Year Total Number of  Total pro- Total Percentage Percentage
procurement suppliers curement number of of local
value of the value of of local procurements suppliers
in thousand Company local suppliers  from local in total
RSD suppliers suppliers - number of

in value suppliers

thousand

RSD
2017 158,194,863 2,629 70,642,989 2,151 45% 82%
2018 185,089,882 2,567 82,739,262 2,072 45% 81%
Procurement structure including Gazprom Neft

Year Total Number of  Total pro- Total Percentage Percentage
procurement suppliers curement number of of local
value of the value of of local procurements suppliers
in thousand Company local suppliers  fromlocal in total
RSD suppliers suppliers - number of

in value suppliers
thousand
RSD
2017 195,818,326 2,629 70,642,989 2,151 36% 82%
2018 263,239,608 2,567 82,739,262 2,072 31% 81%
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GRI 205: Anti-corruption

GRI 205-1 Operations assessed for risks related to corruption

The chief corruption related risks are continuously
analysed in all organizational units of the Com-
pany. Indicators of corruption* are continuously
monitored, particularly in the area of procurement
of goods and services and customer relations, as
well as through the verification of job applicants
and candidates for managerial and other senior
positions in the Company. Additionally, we screen
business entities prior to forming contractual re-
lationships with them and ensure that our agree-
ments and normative-methodological documents
are aligned.

The area of business activities that is especially ex-
posed to the corruption-related risk is procurement
of goods and services, considering the direct com-
munication with the suppliers and significant cash
flow, and the fact that corruption may be initiated
either by bidders or clients. However, corruption is
also present in the field of customer transactions
— this is mostly reflected in preferential treatment
of so-called “large” clients and by favouritism
based on parity, mode of transportation or time of
shipment. The most prevalent form of preferential
treatment of customers happens by awarding con-
tracts or delivery of large quantities of goods re-
gardless of the outstanding financial obligations
arising from previous contracts and deliveries.

* The expression “corruption” implies the definition used for the
analysis which is taken from the National Anti-Corruption Strate-
gy: Corruption is the practice of abuse of authority in the public and
private sector with a view to acquiring personal benefit or enabling
third parties to acquire such benefits. This involves a broader un-
derstanding of the concept of corruption, which cannot be reduced
to a general accepted opinion that it involves giving or receiving
a bribe, but it also implies any action that originates, partially or
fully, from socially unacceptable motives.

In 2018, several indications were analysed in re-
lation to possible corruption, particularly in pro-
curement units. Risk assessment identified several
potential corruption risks, including:

Abuse of office by a responsible person, which
may appear in the following forms: irresponsible
use of company assets; insufficient protection of
company assets; incompleteness or absence of
internal control procedures; misconduct of line
or functional managers; unlawful conduct of
employees.

Dereliction of duty
Embezzlement
Goals for the future

1. Building and raising employee awareness and
ability to recognise damaging forms of corruption.

2. Monitoring and preventive activities which
would improve the work atmosphere and re-
duce the possibility of corruptive actions.

3. Training courses and professional workshops
as a form of expert assistance to management
in identifying corruption.

4. Participating in the development and approval
of internal documents with the aim of imple-
menting control mechanisms to minimize the
possibilities of corruption.

5. Cooperating, improving and coordinating
measures and anti-corruption activities with
competent government authorities.
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GRI 205-2 Communication and training about anti-corruption policies and procedures

Governing bodies

Members of NIS’ governing bodies have been in-
structed on anti-corruption rules and procedures
in accordance with the Resolution of the CEO,
which adopts the standard form of the Anti-Cor-
ruption Agreement. In addition, members of the
governing bodies had an opportunity to familia-
rise themselves with the Company's policy in the
fight against corruption and fraud, and particu-
larly with the clause on compliance with pertinent
legislation. All members of governing bodies, i.e.
members of the Board of Directors, CEQ’s Advisory
Board, the Board of Directors’ committees (Audit
Committee, Nomination Committee and Remuner-
ation Committee) and of the Shareholders’ Assem-
bly Board tasked with business activity monitoring
and reporting to shareholders are thoroughly fa-
miliar with current rules and procedures aimed at
combating corruption.

New Employees

In 2018, instruction on anti-corruption policies and
procedures has been continuously carried out, so
that all new employees are included in the induc-
tion training that covers corruption issues.

Employees

In 2018, the Company organised direct training of
employees on topics which dealt with anti-corrup-
tion issues, among other things. The topics dealt
with classified administrative activities, informa-
tion protection (protection of information against
malicious emails and malware and personal infor-
mation protection), encryption methods, classifi-
cation of the Company’s confidential documents
and exchange of confidential data with govern-
ment authorities. These trainings included 868
employees in total.

Additionally, within internal assessment of com-
pliance of business operations with the Company’s

normative documents, Corporate Security also
proposes corrective measures and guides and edu-
cates its employees on the fight against corruption.

Ten employees attended a three-day training
course on ISO 37001 Anti-Bribery Management
Systems in the Economics Research Centre in Bel-
grade, which was organised for the purpose of de-
veloping their professional skills for the purpose of
combating corruption.

Business Partners

The Company’s operational procedures mandate
the conclusion of the Anti-Corruption Agreement
with all business partners with which it enters
into a contractual relationship. The purpose of
this agreement is to preserve and ensure a fa-
vourable business environment through preven-
tive and specific actions against corruption and/
or other illegal activities. The CEO’s Resolution
also outlines the procedure applied in cases where
a business partner refuses to sign the Agreement.
In these cases, the initiator of the Agreement
within NIS informs the competent authorities,
undertakes measures and actions to determine
the actual reasons behind the refusal to sign the
Agreement, and then adopts an approved decision
on further action. Corporate Security is responsi-
ble for conducting control activities with the aim
of combating corruption, reviewing the agreement
approval process and verifying the existence of
anti-corruption agreements.

Commitments and goals for the future

The Company will continue to implement system-
atic anti-corruption measures in order to protect its
business operations. These measures will include
continuous education, exchange of experience and
good practices with the Company’s management
and employees, particularly in the organisational
units tasked with procurement and sale of goods
and services.
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GRI 205-3 Confirmed incidents of corruption and actions taken

In 2018, responsible managers received 136 pro-
posals to initiate disciplinary or misdemeanour
proceedings against employees whose actions or
omissions resulted in harmful consequences for
the Company, and which were based on corruptive
motives. In addition, the Company pressed charges
against 41 persons (all third parties) for property
crimes. Most charges against third parties (39)
were for the criminal offence of theft — after fill-
ing up their tanks with petroleum products, the
perpetrators left the retail sites of the Compa-
ny without paying. The remaining two criminal
charges against third parties refer to abuse of of-
fice (which resulted in harmful consequences for
the Company amounting almost to RSD 2.5 mil-
lion) and embezzlement. Having proven that they
were involved in corruption, the Company termi-
nated 57 employees (engineers, technicians and
other operators) in total.

In 2018, there were 46 cases in which the Compa-
ny terminated or decided not to renew the existing
contracts with its business partners. The reasons
were as follows:

Unprofessional treatment of contractual obli-
gations, failure to fulfil contractual obligations
within set deadlines and low quality of per-
formed works (8 cases);

Failure to fulfil financial obligations / foreign
currency debt (doubtful liabilities) towards the
Company or its subsidiaries (36 cases);

Failure to comply with and/or breach of rules/
responsibilities in the field of HSE (1 case);

Cancellation and/or termination of an agree-
ment with the Company, after having agreed to
a procurement (1 case).
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GRI 206: Anti-competitive Behavior

GRI 206-1 Legal actions for anti-competitive behaviour, anti-trust, and monopoly practices

In 2018, there were no cases of initiated proceed- pany due to anti-competitive and monopolistic

ings and there were no disputes against the Com- behaviour.

GRI 301: Materials

GRI 301-1 Materials used by weight or volume

Materials used

Quantities used
Raw materials/materials UoM
2017 2018

Domestic crude oil t 879,059 880,632
Imported crude oil t 2,459,838 2,675,302
Natural gas * t 84,475 95,830
Geothermal water ** m3 449,443 425,574
Raw water *** m3 26,537 21,661
* For hydrogen production

** Water sold to external clients

*** Water used as a raw material for the production of drinking water

Overview of domestic and imported crude oil, listed by type

Quantities used
Raw materials/materials UoM
2017 2018

Light waxy crude oil t 478,264 491,798
Heavy waxy crude oil t 146,306 132,227
Naphthenic crude oil t 254,489 256,607
Crude oil — REB t 709,878 488,919
CPC BLEND t 186,868 0
Crude oil — Kirkuk t 1,278,007 1,318,189
Crude oil — Novy Port t 285,021 847,978
Crude oil — Timisoara t 65 0
Crude oil — Iranian Heavy t 0 20,216
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Overview of Intermediates

Quantities used
Intermediate products/materials UoM
2017 2018

Pyrolysis gasoline t 106,714 113,263
MTBE t 7,637 5,859
Isobutane and gasoline from Elemir t 4,810 2,394
Plant

Imported vacuum gas oil (VGO) t 40,951 43,404
Imported heavy fuel oil t 0 12,145
Additives and polymer mass t 0 3
Slop (including degraded t 6,080 2,059

products)

The intermediate products that are presented in the table are external products used for refining and slop (produced in processes of refining

and handling in refineries).

GRI 301-2

Recycled input materials used

Overview of packaging materials

Quantities used
Material UoM
2017 2018
Paper and cardboard t 118 144,
Wood t 154 98
Plastic t 509 485
Metal packaging t 86 141

Materials used in the production processes originate from non-renewable resources and can be found in the final product, petroleum products,

energy sources and drinking water.

Due to the nature of its operations, the Company does not use recycled materials as raw materials for production.
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GRI 301-3

Reclaimed products and their packaging materials

The Law on Packaging and Packaging Waste obli-
gates the Jazak Drinking Water Plant and the Lu-
bricants Department, as packers/fillers and sellers
of packaging items, to manage packaging waste
resulting from the use of their products, i.e. to en-
sure its recovery and collection, re-use, recycling
or disposal.

Guided by pertinent legal provisions, the Compa-
ny hired an operator responsible for the packaging

waste management system which holds appropri-
ate licences for performing these activities.

For the purpose of meeting national objectives set
for 2018, packaging waste collected during 2018
was re-used, recycled or disposed of during the
current year by the contracted operator.

All larger facilities of the Company are equipped with
labelled bins for paper, PET containers and cans.

Overview of packaging placed on the Serbian market

2017 2018
Material UoM
Jazak Lubricants Jazak Lubricants
Department Department
PET 249 46 204, 40
Plastic Other t 48 166 41 200
types of
plastic
Metal Iron t 0 86 0 141
Paper and Paper t 56 62 38 106
cardboard and card-
board
Wood Pallets t 51 103 48 50
Total t 867 868
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GRI 302: Energy

GRI 302-1

Energy consumption within the organization

Overview of energy consumption

Energy type UoM Consumed quantity Consumed quantity

2017 2018 2017 2018
Natural and m? 369,712,880 373,487,557 294,392 297,398
associated gas
Fuel — own consumption t 3,569 4,182 3,742 4,385
(petrol, diesel)
Fuel — own consumption t 372,610 396,832 314,958 335,432
(light fuel oil, refinery
gas, coke, torch oil, off-
gas)
LPG t 249 239 265 25/,
Steam t 2,379,109 2,547,699 183,542 196,548
(in the form of
high pressure steam)
Electricity MWh 328,195 331,580 28,220 28,511
purchased from
a supplier
Produced electric power MWh 61,790 70,015 5,313 6,020
Thermal energy MWh 9,649 8,083 830 695
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Energy by
Internally Purchased from Sold
produced a supplier
2017 2018 2017 2018 2017 2018
489,085,287 449,567,235 963,108 3,290,222 120,335,663 79,369,427
3.569 4,182 0 0 0 0
372.610 396.832 0 0 0 0
249 239 (¢} (0] 0 0
2379.109 2.547.699 0 0 0 0
0 0 328.195 331.580 0 0
61.790 70.015 0 0 61.790 70.015

0 0 9.649 8.083 0 0
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GRI 302-3 Energy intensity

The best indicator of continuous improvement of
energy efficiency in the area of intense energy
consumption is the EIl — Energy Intensity Index,
which represents the ratio between the actual en-
ergy consumption and standard energy consump-
tion. The standard energy consumption is the con-
sumption projection at HSB Solomon Associates
LLC (the most widely used methodology of bench-
marking of oil refineries in the world that covers
over 85% of the refining capacity in over 70 coun-
tries around the world).

If we take 2012 as the reference year, in the period
2012-2018 the Company achieved the total increase

in energy efficiency of 33%.

Associated gas which used to be burned in flare
stacks is now used in the production of electrici-

Ell achieved values

ty and thermal energy in cogeneration plants built
in the period from 2013 until today, and the share
of electricity produced in these plants in the total
energy consumption amounts to 25%. Owing to
the electricity produced by the back-pressure tur-
bo-generator, the share of electricity the Company
generates on its own in its total consumption is 39%.

Cogeneration power plants reduce procurement
costs of energy sources for infrastructure facili-
ties. They also secure the Company’s position on
the market, on which it has been present since
2014. In 2018, the electricity sales increased by ap-
proximately 15% compared with 2017.

The Company now has its own electricity genera-
tion capacity (cogeneration plant and turbo-gen-
erator) that meets 39% of its needs.

100%

. -33%
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GRI 302-4 Reduction of energy consumption

The most significant projects/measures which - Decentralisation of heat sources in the RNS
were realized or whose realization started in 2018: - Adaptation of condensate recovery systems in

Installation of the system for reactive power
compensation

Modernisation of lighting (installation of LED
lights)

Calibration of submersible pumps on oilfields
Installation of energy efficient low-loss
transformers

Modernisation of pumps for preparation and
transport of oil (procurement of IE3 electric
motors)

Increase of efficacy of pumps for formation
water disposal

Abandonment of low-production oil wells that
do not generate profit

Reducing electricity =~ consumption -
Replacement of ESP pumps by submersible
pumps on PCP systems

Modernisation of compressors

Installation of compressors with a higher EQ

the RNS Power Plant

Replacement of thermal insulation on steam
and hot water lines in the RNP

Optimization of steam lines and users in
Movement

Replacement of lift steam for risers with fuel gas
Utilization of heat from alkylates on the
bottom of DA-2601

Organisational and technical activities

adjustment of starting temperature in the
convector heating system, based on the outside
temperature

reduction of cooling water in circulation
turning off heating during the day in the
periods between seasons

maintaining optimal temperature in drainage
systems and associated equipment

continuous chemical cleaning of furnaces

(efficiency quotient)

Installation of heat exchangers for preheating The implementation of projects and measures de-
feedstock by hot effluent at the outlet of the fined under 2018 Action Plan, and realisation of
reactor DC-0251/0252 additional measures during that year resulted in
Replacement of condensation turbines with energy savings of nearly 329 TJ.

electric motors

Overview of planned and realized energy savings

Energy source Planned savings in Realized savings in Realized savings in

2018 (G]) 2018 (G]) 2018 (%)
Electricity 12,296 12,323 0.21
Thermal energy 56,226 77,508 37.8
Fuels 169,156 183,931 87
Additional measures 46,155 55,076 193

Total 283,834 328,837 15.86
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GRI 302-5 Reductions in energy requirements of products and services

In a time of major changes on the energy market,
one energy source still manages to claim the title
of the fuel of the future — compressed natural gas
(CNG). CNG is natural gas compressed to a pressure
of 220 to 250 bar. The main ingredient is methane,
which has the lowest CO, emission quotient com-
pared to other derivatives, and therefore contrib-
utes to the protection of the environment.

CNG is used both as an alternative fuel for all types
of vehicles and as an energy source in the industry,
and there are several reasons why experts still call
it the fuel of the future. CNG is categorised as “al-
ternative fuel” whose use is regulated by Directive

2014/94/EC.

In addition to its octane number, a criterion of fuel
quality, the main advantage of CNG is its energy,
i.e. calorific value, which is much higher than in
the case of other engine fuels.

This petroleum product is favoured because it
has the least harmful effect on the environment.
In addition to the reduced emissions of harmful
gases, CNG does not contain sulphur or toxic addi-
tives of organic lead or benzene. Using this ener-

gy source as engine fuel also significantly reduces
noise by as much as 50% percent compared to die-
sel engines. In addition, practice has shown that
CNG vehicles have greater agility and performance
and a longer engine life.

In addition, savings from the use of CNG, depend-
ing on the type of a vehicle, may reach 50 percent.
If an average vehicle travels 100 km using approx-
imately 7.5 1 of petrol, or about 6.0 1 of diesel or 8.6
| of LPG, the same distance can be covered using
around 4.4 kg of CNG. The environmental benefits
of CNG are particularly important given that the
European Commission’s Directive from 2007 stipu-
lates that new vehicles must reduce CO2 emissions.

In 2018, the Company had two active CNG retail
sites — in Novi Sad and Cacak. In the same year, a
CNG plant was commissioned in the Ostrovo gas
field, and its output was intended for the wholesale
market, i.e. industrial consumption. In November,
an additional CNG retail site was opened at Zarko-
vo 2 PS in Belgrade. The plans for 2019 include the
recommissioning of a CNG plant on the Pali¢ gas
field for wholesale, and installation and start-up of
a CNG retail site on Block 45 PS in Belgrade.
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GRI 303: Water and Effluents

GRI 303-1 Water withdrawal

Quantity and share of water withdrawn by source

Type of the water 2017 m3 Relative 2018 m3 Relative Relative
intake structure share share change

2018/2017
River water intake 3,019,488 76% 3,124,985 79% +3.5%
Public water supply 565,321 14% 484,319 12% -14%
Groundwater 401,175 10% 343,804 9% -14%
Total water 3,985,984 100 % 3,953,108 100% -0.8%
withdrawn

GRI 303-2 Water discharge

The volume of water withdrawn from the Danube for
the needs of the Pancevo Oil Refinery increased on
the previous year by approximately 4.5% (2,933,157
m3 in 2018), which was expected since the refin-
ing output also increased by 6.5%. However, water
withdrawal rate of 93 l/s amounts to only 0.0018%
of the average annual flow of the Danube.

The volume of water withdrawn from the Dan-
ube-Tisa-Danube Canal for the needs of Petroleum
Products Warehouse in Novi Sad (at the location of

GRI 303-3 Water consumption

the former Oil Refinery in Novi Sad) decreased on
2017 by 11% (188,128 m3). The withdrawal rate was 6
1/s, which amounts to 0.01% of the flow of the DTD
Canal in Novi Sad.

The withdrawal of these quantities of water from
the Danube and the Danube-Tisa-Danube Canal
does not threaten their potentials, considering that
they are considerably lower than 5% of their aver-
age annual flow.

The withdrawal of water from the Danube was re-
duced significantly owing to multiple applications
of condensate recovery in the RNP. In 2018, the
amount of recycled water (condensate recovered
from production processes) in the RNP amounted to

1,075,638 t. This way, the withdrawal of raw water
from the Danube for the Refinery decreased by 37%,
whereas the total water withdrawn for the needs of
NIS was reduced by 27%.
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GRI 304: Biodiversity

GRI 304-1

Operational sites owned, leased, managed in, or adjacent to, protected areas
and areas of high biodiversity value outside protected areas

Overview of protected areas adjacent to the Company’s operational sites

Type of protected Name of protected Name of adjacent Status of NIS facility
natural area natural area NIS facility in 2018
Special Deliblato Sands HTS Devojacki bunar not in operation
nature reserve Db - 1/H
Deliblato Sands GSS Tilva not in operation
Okanj Lake 0Oil and gas in operation
preparation and
transport plant,
Elemir
Okanj Lake Eli-1 oil well not in operation
Pastures of Great GMS Mokrin zapad in operation
Bustard and KS-2 Mokrin
zapad
Kovilj-Petrovaradin PS Novi Sad 6 in operation
Marshes
Nature park Pali¢ Lake HTS Pali¢ (1 Pj - 1/H, in operation
Pj - 2/H)
Pali¢ Lake Pé-24 in operation

Natural monument Junakovi¢ Forest

HTS Prigrevica — Ju-
nakovi¢ Spa (Pb - 1/H)

in operation

County Park —
Zrenjanin Town
Gardens

Zrenjanin 1 PS

in operation

Perdap National Park

Donji Milanovac PS

in operation
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GRI 304-2 Significant impacts of activities, products, and services on biodiversity

NIS engages in exploration and production of oil,
gas and thermal water, and sale of petroleum prod-
ucts in 11 facilities located in the vicinity of protect-
ed natural areas, including Perdap National Park,
special nature reserves (Deliblato Sands, Okanj
Lake, Pastures of Great Bustard near Mokrin, Ko-
vilj-Petrovaradin Marshes), Pali¢ Nature Park and
natural monuments (Junakovi¢ Forest and Zrenja-
nin Town Gardens), fully complying with the reg-
ulations of the competent authorities (Institute for

GRI 304-3 Habitats protected or restored

Nature Conservation of Serbia and Institute for Na-
ture Conservation of Vojvodina Province).

In 2018, the Company carried out 3D reflection seis-
mic surveys on the fields South Banat II and Turija
IV, and 2D surveys in the areas Morovi¢ and Coka; it
also drilled a directional well Ve-001X on the Velebit
Oil Field, all in line with the requirements of the
Decision on Environmental Protection.

In 2018, the Company continued its activities relat-
ing to remediation of historic pollution, restoration
of agricultural land to its original state and elim-
ination of risks of pollution of land, groundwater
and air. Four primary mud pits with the total area

of 3,091 m? were remediated. Remediation of the OS
Kikinda suction pit is currently in progress. Thus
far, the Company has remediated the total of 190
primary mud pits and one suction pit, and the total
area of remediated land covers 134,196 m>.

GRI 304-4 IUCN Red List species and national conservation list species with habitats

in areas affected by operations

In the Republic of Serbia, protected wild plant, an-
imal and fungal species are protected under the
Law on Environmental Protection, Rulebook on the
categorisation and protection of highly protected
and protected wild plant, animal and fungal spe-
cies, and the Rulebook on the criteria for categori-
sation of habitat types; on habitat types: sensitive,
endangered, rare and priority habitat types; and on
protection measures for their preservation. Prior to
undertaking any activities, the Company obtains

regulations for environmental protection from the
competent authorities with relevant conservation
measures, to which it scrupulously adheres.

According to the Company’s records and the data
on natural species listed on the IUCN Red List,
there is a habitat of highly protected bird species
— the great bustard (Otis tarda) in the Pastures of
Great Bustard near Mokrin, in the vicinity of the
sites where the Company conducts its operations.
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GRI 305: Emissions

GRI 305-1 Direct (Scope 1) GHG emissions

In 2018, the Company measured CO, emissions for
its plants which will participate in the EU ETS in
line with the methodology outlined in the Regula-
tion (EC) No. 601/2012 on monitoring and report-
ing, and determined that they stood at 1,088,386
t on the basis of the available quality of data. CO,
emissions increased on the previous year, as the
refining output of the RNP increased as well, in-
tensifying fuel consumption and directly affecting
CO, emission levels.

In 2018, the Company continued its EOR project
which includes injection of CO, separated from
gas in the Amine Plant in the Oil and Gas Prepara-
tion Plant in Elemir, into Rusanda reservoir, with
the aim of maintaining its pressure and boosting
production. The total amount of injected CO, is
44,459,696 .

In order to ensure full compliance with the leg-
islation on managing greenhouse gas emissions
and improving measurement of CO, emissions, the
Company worked with an external expert firm to
prepare the “Study on the identification of mea-
sures/activities for calculating emission units
allocated free of charge, and definition of the
benchmarking methodology for CO, emissions of
NIS’ plants which will participate in the EU ETS”.

The purpose of the study was to prepare the Com-
pany’s plants for participation in the EU green-
house emissions trading system, and to implement
a system for monitoring, reporting and verifica-
tion of greenhouse emissions in accordance with
the EU ETS Directive. These calculations confirm
that the RNP falls in the same category as other
refineries in Europe.

GRI 305-6 Emissions of ozone-depleting substances (ODS)

The Company does not produce, import or export
ozone-depleting substances.

GRI 305-7 Nitrogen oxides (NO ), sulphur oxides (SO ), and other significant air emissions

Air pollutant emissions (t/g) 2017 2018
SO, emissions 4,720 3,454
NO, emissions 959 995
Particulate matter (PM) emissions 148 280

Lower sulphur dioxide (SO,) emissions were
achieved by considerable investments in environ-
mentally friendly projects realised towards the
end of 2017 and during 2018. In 2018, the Company
completed the project for amine scrubbing of ejec-
tor gas at the Vacuum Distillation Unit in the RNP,
and it effects reflected directly in the reduction of
SO, emissions.

The main cause of the increase in emissions of
air pollutants in comparison to the previous year
is the increase in the crude oil refining output
(6.5%), and a greater number of operating hours of
processing plants.
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GRI 306: Effluents and Waste

GRI 306-1

Water discharge by quality and destination

As of the end of 2018, the Company owned 364 fa-
cilities for waste water treatment. Twenty-eight
new separators for oily waste water treatment
were installed at our petrol stations (4 separa-
tors were replaced, and the Company also bought
3 petrol stations with pre-installed separators).
The Company also commissioned a waste water
treatment plant — DNM. The quality of waste wa-
ter and the efficiency of the treatment process is
controlled via regular monitoring.

The most of waste water is generated in the RNP,
and the quantity increased by 8% on the previous
year. This increase was expected, as it was the re-
sult of the 6.5% increase in the Refinery’s crude oil
refining output. The quantity of discharged waste
water per tonne of refined oil in the RNP remained
at the same level as in the previous year (0.53 m3/t).
This increase in waste water quantities is explained
by the fact that they also include treated waste wa-
ter discharged into the public sewer system per
water quantity taken form public sewers.

Overview of discharged waste water in m?, by treatment and recipients

Treatment type Recipient 2017 m3 2018 m3 Relative change

2018/2017

External treatment watercourse 1,350,066 1,424,965 +5%

Physical, physi- watercourse, 714,373 937,692 +31%
cal-chemical public sewerage

Sanitary waste water public sewer 41,807 42,331 +1%
system

Total wastewater discharge 2,107,146 2,409,721 +14%

GRI 306-2 Waste by type and disposal method
Overview of generated and disposed waste in tonnes

Waste type Generated waste Waste disposed

in 2018 in 2018

Hazardous 10,466 10,240

Non-hazardous 6,220 6,261

Total 16,686 16,501
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Overview of waste disposed by type in tonnes

Disposal method 2018
Non-hazardous Hazardous

Bioremediation 0 487
Landfill disposal 212 33
Recycling 5,926 119
Re-refining 4 41
Storage 16 0
Solidification 73 1,440
Co-firing 31 8,121

Thirty-three operators authorized for waste
management were tasked with waste dispos-
al. Disposed hazardous waste mainly consisted
of mud and sludge, as well as oily waste gener-
ated by maintenance and cleaning of tanks and
separators. Of all types of non-hazardous waste
disposed in 2018, 93% of the total disposed waste
was metal waste.

Most waste, primarily metals and packaging
items, was transferred for recycling, whereas
hazardous waste (mud, sludge, and oily waste),
depending on its concentration of hydrocarbons,

GRI 306-3 Significant spills

was disposed of by co-burning, solidification and
bioremediation.

The Waste Recording Application was updated
within the project for improvement of waste man-
agement. It ensured faster and simpler creation of
daily and annual reports, as well as simpler re-
cording of generated and disposed waste. The ap-
plication enables the users to filter data by 29 cri-
teria and create different reports for their needs,
including reports the Company is required by law
to submit to the Environmental Protection Agency
and the Statistical Office of the Republic of Serbia.

Number of environmental accidents by type

Accident type 2017 2018
Qil/petroleum product spills on soil 22 1
Wastewater spills 0 0
Chemical spills 2 2
Gas emissions 1 0
Other 5 3
Total 30 16
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The number of environmental accidents is sig-
nificantly lower than in 2017 (by 47%). The Com-
pany recorded 16 environmental accidents in 2018.
The decrease in the number of spills was achieved
through the improvement of process control and
adherence to technological discipline.

The significant improvements in this field also re-
flected in the reduction in the quantity of spilled

material. The total amount of material released or
spilled in 2018 was 15.95 m3, which is a 26% de-
crease on the previous year (21.61 m3).

Of the total number of spills in 2018, 4 were results
of ruptures in which the quantity of spilled mate-
rial exceeded 1 barrel. According to NIS Incident
Classifier, all environmental accidents in 2018 were
categorised as minor.

Causes of environmental accidents (%) 2018
Work activity 50
Technological failure or breakdown — process 12.5
Pipeline rupture 25
Accompanying lines rupture 6.25
Other 6.25
Total 100%

GRI 306-4 Transport of hazardous waste

In 2018, the Company did not transport, import,
export and/or treat any waste categorised as haz-

ardous by Annexes I, II, III and VIII to the Basel
Convention.

GRI 306-5 Water bodies affected by water discharges and/or runoff

The Company does not withdraw nor discharge
treated waste water into waterbodies whose bio-
diversity may be affected by these actions. Review
of obtained documents on water management as-
certained that the waterbodies into which treated
waste water is discharged are not categorised as wa-
terbodies under special protection or as waterbodies
with valuable biodiversity.

The International Commission for the Protection of
the Danube River (ICPDR) was established in 1998
with the purpose of protecting the Danube water and
environment. Serbia is one of the member countries.
The Danube is a watercourse that receives more than
90 percent of all Company’s waste waters:

treated atmospheric water from the Pancevo
0il Refinery is discharged into the Azotara’s
canal in the south industrial zone of Pancevo,
which then flows into the Danube — 460,185 m3;

industrial waste water from the Pancevo Oil
Refinery is treated in a waste water treatment
plant in HIP PHK, from which it is discharged
into the Danube — 1,424,965 m3;

treated wastewater is discharged from the Pe-
troleum Products Warehouse in Novi Sad indi-
rectly, through the public sewer system of Novi
Sad, and then into the Danube — 173,328m3.
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GRI 307: Environmental Compliance

GRI 307-1 Non-compliance with environmental laws and regulations

In 2018, the Company identified two cases of eco-
nomic offence which resulted in a fine in the
amount of RSD 1,000,000.

GRI 401: Employment

GRI 401-1 New employee hires and employee turnover

Overview of employee turnover

Organizational unit 31/12/2017
Direct Leasing Total

Exploration and Production 802 220 1,022
Block
Services Block 88 24 112
Downstream Division* 0 0 0

Refining Block 836 32 868

Sales and Distribution Block 965 2,799 3,764
Energy Department 248 26 274
NIS — expert services 1,089 462 1,551
Representative Offices and 60 0 60
Branches
NIS j.s.c. Novi Sad 4,088 3,563 7,651
Naftagas — Oilfield Services** 569 889 1,458
Naftagas — Technical Services 301 488 879
Naftagas — Transport 97 292 389
NTC NIS Naftagas 309 30 339
Subsidiaries in the country 1,366 1,699 3,065
Total: 5,454 5,262 10,716

* The total headcount of the Downstream Division is inclusive of 46 employees of the Energy Directorate (41 permanent, 5 leasing employees); the
remaining part of the Downstream Division has 76 employees (66 permanent, 10 leasing employees).
** The total headcount of Oil Services includes 7 employees from the Services Block, remaining from the old structure.
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31/12/2018

Direct Leasing Total
858 216 1,074
0 0 0
2,062 2,944 5,006
956 30 986
999 2,899 3,898
0 0 0
1,094 434 1,528
45 0 45
4,059 3,594 7,653
991 1,267 2,258
174 126 300
81 338 419
325 36 361
1,571 1,767 3,338
5,630 5,361 10,991
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Overview of employee qualification structure by contract type

Year PhD M.Sc./MA BSc
NIS j.s.c. Novi Sad Direct 7 81 1,943
Leasing 0 7 493
g Subsidiaries in the country Direct 8 15 454
Leasing 1 1 110
Total 16 104, 3,000
NIS j.s.c. Novi Sad Direct 9 82 1,995
Leasing 0 15 YA
g Subsidiaries in the country Direct 10 22 545
Leasing 0 2 149
Total 19 121 3,133
Overview of employee gender structure by contract type
Year Men Women Total
NIS j.s.c. Novi Sad Direct 2,876 1,152 4,028
Leasing 2,178 1,385 3,563
g Subsidiaries in the country Direct 1,187 179 1,366
Leasing 1,647 52 1,699
Total 7,888 2,768 10,656
NIS j.s.c. Novi Sad Direct 2,857 1,202 4,059
Leasing 2,171 1,423 3,594
[ce]
§ Subsidiaries in the country Direct 1,35/ 217 1,571
Leasing 1,709 58 1,767
Total 8,001 2,900 10,991
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PSE HS ELS HQ Q SQ LQ Total
286 1,187 2 131 3901 0 0 4,028
335 1,842 16 79 787 4 0 3,563
55 391 3 112 328 0 0 1,366
50 515 89 43 871 14 5 1,699
726 3,935 110 365 2,377 18 5 10,656
290 1,181 2 123 377 0 0 4,059
308 1,910 11 75 830 1 0 3,594
65 437 5 112 374 1 0 1,571
54 542 89 45 869 12 5 1,767
717 4,070 107 355 2,450 14 5 10,991
Management-to-Staff Ratio
Year Management Employees
Number of % share in Number of % share in
managers the total employees the total
number of number of
managers employees
Men 239 73.54% 3,824 75.L4%
g Women 86 26.46% 1,245 24.56%
Total 325 100% 5,069 100%
Men 228 73.08% 3,964 75.23%
g Women 84 26.92% 1,305 24,.77%
Total 312 100.00% 5,269 100.00%

* Representative offices, branches, subsidiaries abroad and other subsidiaries as well as leased employees are not shown in the table, to allow com-
parability with data for the previous year.
** Managers — this category includes top management, senior management and middle management. Lower management (department managers
and lower) is not included in the Managers category.
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Overview of employee age structure

Year under 20 20-29 30-39
NIS j.s.c. Novi Sad 46 1,891 2,413
5 e
S Subsidiaries in the country 24 559 915
Total 70 2,450 3,328
NIS j.s.c. Novi Sad 51 1,750 2,468
2 e
2 Subsidiaries in the country 27 570 1,007
Total 78 2,320 3,475
* Representative offices, branches, subsidiaries abroad and other subsidiaries are not shown in the table.
Employee turnover Men
2017 2018
Employment 264, 323
Termination of employment 195 177
Total 459 500
* Data for subsidiaries abroad and other subsidiaries are not shown in the table.
** Ratio of new employees and employee headcount at the beginning of the observed period is 8.18%.
**%* Ratio of employees who left the Company and employee headcount at the beginning of the period is 4.46%.
Employee turnover under 19 20-29 30-39
2017 2018 2017 2018 2017 2018
Employment 11 f, 191 189 97 189
Termination of employment 0 0 52 38 87 78
Total 11 4 243 227 184 267

* Data for subsidiaries abroad and other subsidiaries are not shown in the table.
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40-49 50-59 over 60 Total
1,863 1,212 166 7,501
832 620 115 3,065
2,695 1,832 281 10,656
1,915 1,244 225 7,653
903 694 137 3,338
2,818 1,938 362 10,991
Women Total

2017 2018 2017 2018

90 123 354 446

61 66 256 243

151 189 610 689

40-49 50-59 over 60 Total
2017 2018 2017 2018 2017 2018 2017 2018
44 43 1 18 0 3 354 446
58 57 32 32 27 38 256 243
102 100 43 50 27 41 610 689
GRI 401-2 Benefits provided to full-time employees that are not provided to temporary

or part-time employees

There are no differences between the benefits pro-
vided for full-time employees in comparison to
benefits of temporary or part time contracts.

Some of the rights guaranteed in the Collective
Agreements and other internal documents of the
Company include: special protection of disabled
employees and employees affected by a medical
condition, preventive treatments for employees
with high-risk jobs as well as other employees, for

the purpose of eliminating occupational diseases
and preventing disabilities; solidarity allowance
is provided to employees in a variety of situations
(for employees with medical conditions or deceased
workers; if an employee’s home has been damaged;
assistance for a new child for families with sever-
al children, etc.); scholarships/tuitons for children
of deceased employees; group insurance and addi-
tional (optional) pension plans.
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GRI 401-3 Parental leave

Dynamics of parental leave and returning to work in 2018

Organizational unit Employees whose Employees who Employees
leave began in 2017 returned to work whose leave
from leave which began in 2018

began in 2017
NIS j.s.c. Novi Sad 67 56 60
Leasing 108 119 114
Total 175 175 174

* Representative offices, branches, subsidiaries abroad and other subsidiaries are not shown in the table.

After the law which limits maternity pay was en-
acted in 2018, NIS adopted an internal regulation
which stipulates that pregnant workers must re-
ceive maternity pay in the amount of their monthly

salary (the Company covers the difference if ma-
ternity pay is lower), where the maximum mater-
nity pay is five average wages in the country.

GRI 402: Labour/Management Relations

GRI 402-1

Minimum notice periods regarding operational changes

In the event of a need to transfer an employee to
another post or amend other important elements of
their Employment Contract, the Company is obliged
to deliver them an offer for the conclusion of an
annex to the Employment Contract in line with the

Labour Law, to which they must reply within eight
business days from the date they received said of-
fer. This offer clarifies and justifies the reasons for
the transfer of the employee and the elements of
the Employment Contract that are to be amended.
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Employeeswho  Employees who Remaining Employees Employees who
returned to work returned to number of who left the returned to work
from leave which work from employees Company less after leave and who

began in 2018 parental leave expected to than a year are still employed
by 31/12/2017 return from after parental in the Company 12
and 31/12/2018 parental leave leave months after the
in 2019 and end of their leave
2020

69 127 64 7 121
74 152 118 117 118
143 279 182 124 239

GRI 403: Occupational Health and Safety

GRI 403-1

Percentage of employees whose interests are represented by a formally

organised occupational safety and health committee

Pursuant to the provisions of the Collective Agree-
ment, the occupational safety and health boards
(OSHB) have been established in all organisational
units:

OSHB of NIS

OSHB of Exploration and Production Block

OSHB of Refining Block

OSHB of Sales and Distribution Block

OSHB of Services Block

Each occupational safety and health board is com-
posed of seven members, specifically four employee
representatives (trade union) and three employer
representatives.

Instructions UP-09.01.00-001: Activity of the Oc-
cupational Safety and Health Board stipulate the
method of work and other issues relevant for the
preparation and holding of the Occupational Safety
and Health Board meetings in the Company.

In 2018, in line with the previously adopted Sched-
ule, 10 OSH Board meetings were held in total, on
which the following issues were reviewed:

Analysis of the occupational safety and health
status

Proposal of occupational safety and health im-
provement measures

Procurement of PPE for employees

Review of high-risk jobs and safety programme
for the employees performing high-risk jobs
Review of employees' health status, based on
periodical medical examinations,

Review of injuries at work and occupational
diseases,

Cooperation with Functions in the field of oc-
cupational safety and health

Introduction of preventive employee safety
measures
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GRI 403-2 Hazard identification, risk assessment, and incident investigation
HSE indicators 2017 2018
Workplace injuries 119 119
Workplace injuries — with sick leave 27 43
Workplace injuries — fatal 3 0
Days of sick leave due to workplace injuries 2,332 2,981
Number of days of absence from work 265,524 336,958
Number of hours of regular work 18,861,531 19,377,049
Injury rate (IR) 6.31% 6.14%
Absence rate (AR) 14.08% 17.39%
Lost day rate (LDR) 0.12% 0.15%
Fires 27 22
Traffic accidents 8 8
Environmental accidents 30 16
Number of visits of inspection authorities 903 799
Number of measures undertaken by 159 155

inspection authorities

Types of injuries 2017 2018
Falls 30 31
Thermal and chemical injuries 4 8
Mechanical injuries 32 30
Traffic 14 19
Falls from height 2 4
Other 37 27

Total 119 119
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GRI 403-3 Positions entailing high risk of injury or occupational disease

The Risk Assessment Act for workplaces and work positions. NIS seeks to introduce new technologies
environment, which is revised on a regular basis, to reduce the identified risks.
defines that, out of 5,140 in NIS, 1,114 are high-risk

GRI 403-4 Occupational safety and safety topics covered by the official agreements
with the trade union

The occupational safety and health issues are reg- Specific areas regulated by the Collective Agreement:
ulated by a formal agreement with the trade union - grant and protection of employee rights

and the Collective Agreement. The Company man- - working hours, holiday leaves, and leaves
agement and employees, by their personal exam- - redundancy

ple and actions, improve HSE performances and - education, professional training and develop-
demonstrate commitment to the HSE principals. ment

The benefits provided to employees are not depen- - occupational safety and health

dent on the contract validity period. - compensation for damages

housing issues
grant of a right to strike

GRI 404: Training and Education

GRI 404-1 Average hours of training per year per employee

Training costs in million RSD 2017 2018
Training costs 192 224
Costs of professional training 189 220
Consultancy costs 0 0
Costs of membership in 3 4

professional associations

Costs of organisation of training 4 13
programmes

Total 196 237
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Employee development statistics

Hours of training Number of employees Hours of training by
by gender by gender category
Male Female Male Female Managers Employees
Direct 61,909 29,575 3,837 1,969 30,839 60,645
Leasing 17,248 4,912 1,069 414 368 21,792

In 2018, a total of 2,221 training courses with
7,288 participants were held in cooperation with
external providers, whereas the internal train-
ing courses were attended by more than 4,000
participants. Our employees received support in
expanding their professional skills from both
global majors from the field of exploration and
production (NExT Schlumberger), management
(Roscongress, Aspentech, Energy Institute, IFP train-
ings, Cotrugli Business School, PricewaterhouseC-
oopers) and the best domestic companies: Puzzle
Software, Economic Research Centre Belgrade, Forum
Media, Mokra Gora School of Management, Project
Management Centre, GI group, Omega Consulting,
DCT (Dale Carnagi) and many other institutions.
The training courses broadened both professional
and personal skills and skills necessary for suc-
cessful team management.

During 2018, NIS continuously worked on in-
creasing its efficiency. For these purposes, the
Company organised Lean Six Sigma training
courses and programmes on equipment reliabili-
ty in priority organizational units.

Within the Company’s digitalisation project,
more than 150 participants mastered the basics
of Agile, and we awarded the first certificates for
Scrum Master and Product Owner programmes.

The Foreign Language Learning Programme is
aimed at improving English, Russian or Serbi-
an language skills of our employees, and con-
sequently improving their work performance. In
2018, more than 270 employees attended group
and individual language classes.

Professional development of
employees by organisational units

Exploration and Production Block:

The First NIS International Scientific and Technical
Conference, one of the most significant gatherings
in the field of o0il and gas exploration and produc-
tion in this year, was officially opened on 10 Oc-
tober in Novi Sad. The goal of this three-day con-
ference organized in the Business Centre in Novi
Sad was to facilitate the exchange knowledge and
experience of scientific institutions and industry
representatives in the application and development
of new scientific methods in exploration and ex-
ploitation of oil and gas reservoirs.

The construction of a training centre in Elemir
(which commenced in November 2018) is planned
to be completed in May 2019.

The Company purchased a simulator for operators of
oil and gas production which will be used for prac-
tical training in many operations performed on var-
ious types of wells in NIS (ESP, submersible pump,
gas lift, gas). The training centre also possesses
ESPs and wells equipped with submersible pumps.

Refining Block:

In September 2018, the 23 May Technical School in
Pancevo established a new class, i.e. the education-
al profile for oil and gas refinery technicians. The
curriculum was developed in association with the
engineers from the Refining Block with the aim of
preparing students adequately for both work in the
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Number of employees Training costs Number of training hours
by category in thousand RSD
Managers Employees Total Per employee Total Per
employee
1,631 4,175 216,531 37.29 91,484 15.76
24 1,459 20,008 13.49 22,160 1494

Refinery and studies in the field of oil and petro-
chemical engineering.

An e-learning training program for operators
and engineers was launched. The implemented
e-Learning Platform provides an integrated knowl-
edge base from the refining field, and includes the
features for identifying knowledge gaps, adminis-
tering knowledge tests and generating reports.

E-learning programmes

This year as well, we continued with e-Learning
trainings, i.e. cutting-edge online training courses
for the Company’s employees, in order to keep up
with global trends. Modern and efficient technolo-
gies ensured that the training content was present-
ed in an interesting and interactive way.

The advantages of e-Learning training were first
observed in the field of occupational health and
safety as well as in the case of the Company’s new
employees.

On-Boarding programme

To help our new colleagues easily and quickly in-
tegrate into their new work environment, we orga-
nise various on-boarding activities after they join
our team. In November 2018, NIS launched a pro-
gramme titled NIS Host. A team of employees from
various parts of the Company (NIS hosts) was put
together, and they were tasked with helping new
employees integrate and learn about NIS’ corporate
culture and procedures. Induction training helps
new employees learn about NIS’ business process-
es, organizational units and business activities,

which will help them adjust quickly to their future
duties and responsibilities.

Following modern global trends, the introductory
training includes an educational film ‘Welcome to
NIS’ which helps employees become familiar with
the Company at their workspace through various
educational films.

Talent development

The regular Annual Performance Review was real-
ised during this year. The performance review was
upgraded to include another step — assessment of
employees who report both to a functional manag-
er and a line manager. This change was systemical-
ly supported and was presented to our employees in
a timely manner, along with the changes adopted
by the Instruction.

In order to identify strengths and potential direc-
tions of employee development, the Company es-
tablished Competency Assessment and Develop-
ment Centres for 155 participants. These Centres
were set up to provide support to the development
and business needs of the Company’s blocks and
functions, and to identify and develop the leader-
ship potential of its talents. Moreover, the Centres
took part in recruiting for managerial positions.
Moreover, the first international project aimed at
the establishment of the Assessment and Develop-
ment Centre was launched at the initiative of NIS’
Representative Office in Bulgaria.

In the previous year, we conducted a detailed anal-
ysis of the processes and tools for integrated tal-
ent management in NIS. As a result, we launched
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an initiative for the introduction of a unique digital
platform for talent management in the company.

Within this important initiative, we organised SAP
SuccessFactors workshops for HR and IT teams,
conducted a comprehensive analysis of business

needs and developed the Business Case: NIS HR
Digital Transformation. In the coming period, this
will be the base for the implementation of NIS’ HR
digitalisation project.

GRI 404-2 Programs for upgrading employee skills and transition assistance programs

In the modern business environment, employees
may encounter various business challenges. In or-
der to equip its employees with skills they need
to address these challenges, NIS invests into their
development and contributes to improvement of
their potential, thus developing professional re-
sources of the entire NIS Group.

The Company did not implement any redundancy
schemes in 2018. In the past, the Company provid-
ed assistance to employees who were made redun-
dant by organising workshops with representa-
tives of the National Employment Service.

GRI 404-3 Percentage of employees receiving regular performance and career

development reviews

The Company conducts regular annual assess-
ments of performance of all its employees, who are
classified in three main categories — managers,

specialists and operators. All employees receive
high-quality and structured feedback on their as-
sessment results.
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GRI 405: Diversity and Equal Opportunity

GRI 405-1 Diversity of governance bodies and employees

In 2018, the Board of Directors consisted of 8 male
and 2 female members, and 5 members belong to

the 30-50 age group, while the remaining 5 mem-
bers are over 50 years of age.

GRI 405-2 Ratio of basic salary and remuneration of women to men

The Collective Agreement, which defines base sal-
aries of employees by their pay grades, guarantees
that the salaries in NIS are equal to the salaries in
other leading companies in Serbia. Each grade has

GRI 406: Non-discrimination

a clearly defined range — from the minimum to
the maximum amount of the base salary, regard-
less of gender.

GRI 406-1 Incidents of discrimination and corrective actions taken

During 2018, the Company did not identify a single
case of discrimination.

GRI 407: Freedom of Association and Collective Bargaining

GRI 407-1

Operations and suppliers in which the right to freedom of association and

collective bargaining may be at risk

NIS supports the freedom of association into la-
bour unions and the freedom of collective bargain-
ing, and we continued a close cooperation with the
representative labour unions of our employees in

2018 as well (in NIS j.s.c. Novi Sad and its subsid-
iaries). There were no recorded cases in which the
freedom of association and collective bargaining
was threatened.

Number of employees in representative labour unions

Name of labour union 2017 2018
United Labour Union NIS j.s.c. 2,659 2,654
LU Oilfield Services 313 338
LU NTC NIS Naftagas 92 101
LU Special Works 152 128
(Naftagas-OQilfield Services)

LU Technical Services 194 193
LU Transport 45 42
Total 3,455 3,456
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GRI 408: Child Labour

GRI 408-1 Operations and suppliers at significant risk for incidents of child labour

The Company operates in accordance with applica-
ble laws, other regulations and ratified internation-

al conventions in all fields of business operations,
including the prohibition of child labour.

GRI 409: Forced or Compulsory Labour

GRI 409-1 Operations and suppliers at significant risk for incidents of forced or

compulsory labour

The Company operates in accordance with the
laws and other regulations and ratified interna-

tional conventions, in case of forced labour as well
as in other fields of business operations.

GRI 411: Rights of Indigenous Peoples

GRI 411-1

Incidents of violations involving rights of indigenous peoples

In 2018, there were 2 new disputes initiated in the
Company due to compensation for damage for un-
used land or due to remediation, in addition to 18
disputes from the previous period.

Six disputes from the previous period were re-
solved — the positive outcome for the Company was
achieved in 3 and negative in other 3 instances.

Total value of the disputes which were set-
tled at the Company’s expense amounted to RSD
4,257,458.

GRI 414: Supplier Social Assessment

GRI 414-1 New suppliers that were screened using social criteria

By participating in the approval of procurements in
the Company, the competent department examines
in detail each business entity with which the Com-
pany might enter into a contractual relationship.
Within this process, the department analyses the
potential contractor’s financial performance indi-
cators, expertise and professional qualifications,
manpower capacities, the number and purpose of
any litigation processes (both in the capacity of
the defendant and plaintiff), and possible acts that
might be categorised as corruption.

In 2018, the Company verified 4,237 legal entities
with which it planned to conduct business, while
76 (1.79%) of them were not approved for various
reasons. The reasons for withholding approval for a
certain legal entity do not include only a confirmed
or reasonable doubt with regards to corruption, but
also the contractor’s business history, operational
and technical capacities, and financial indicators. A
non-approved contractor is a contractor deemed to
pose a risk to the Company, should it enter into an
agreement with it. There are various reasons why
certain potential contractors may not be approved:
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If it is not possible to find records on a potential
contractor in government agencies or institu-
tions of its country of origin

Unreliable data on the registration of a poten-
tial supplier

Negative financial and economic performance
indicators

Insufficient resources/manpower for the per-
formance of works outlined in the future
agreement with NIS j.s.c.

Relations of the potential supplier with other
legal or natural persons (including relations
that involve increased business risks)
Unfavourable work history with the Company
or its subsidiaries

Unreliable potential supplier

In addition, the relevant sector participated in the
approval of 6,263 contracts, of which 48 (0.76%)
were not approved.

All 563 new suppliers were analysed in detail in
2018.

Prior to selecting its suppliers, the Company scru-
tinised potential contractors from the aspect of
corporate security and potential negative impact
on its business operations, thus eliminating even
the possibility of signing an agreement with a
non-approved contractor.

The Company also analysed the manner in which
a business entity performs its contractual obliga-
tions, experiences from previous business cooper-
ation, unfairness or abuse during cooperation — in
accordance with the Law on Contracts and Torts
and business practices, issuing invoices for ser-
vices/works/goods which have not been provided/
performed/delivered, delivery of used or depreciat-
ed materials, etc.

NIS also inspected the connections between tech-
nical or commercial persons with the representa-
tives of its contractors’ in cases where there was a
suspicion of a present or potential negative impact
on the Company and its procurement activities.

GRI 414-2 Negative social impacts in the supply chain and actions taken

Having in mind that NIS works closely with a con-
siderable number of companies in Serbia, its ex-
amples of good practice and zero tolerance for cor-
ruption in business have a positive influence on the
business conditions and improvement of standards
and motivate other companies to raise the quali-
ty of their services. This constitutes an important
factor in the improvement of the overall business
climate in the country.

In order to eliminate business risks, NIS uses the

List of Unreliable Suppliers, Customers and Con-
tractors, which includes business entities which

GRI 415: Public Policy

have failed to fulfil their contractual obligations
during the previous cooperation with the Compa-
ny (including low quality of performed works, un-
fairness or abuse during cooperation, etc.). In 2018,
NIS added 46 new contractors to the List of Unre-
liable Suppliers, Customers and Contractors. After
an assessment, the Company approved the requests
of 7 contractors to be removed from the List, ow-
ing to the improvement of their business climate
and elimination of instances of non-compliance.
Therefore, these contractors have become eligible
suppliers again.

GRI 415-1 Political contributions

According to the External Policy it adopted, the
Company’s official position is that it does not fi-
nance any political parties.
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GRI 416: Customer Health and Safety

GRI 416-1 Assessment of the health and safety impacts of product and service categories

During 2018, all fuels in NIS were produced in ac-
cordance with the applicable SRPS EN standards.
The Company ensures continuous compliance with
these standards, but also exceeds them by supply-
ing the market with fuels whose sulphur content is
5 times lower (2-3 ppm) than the amount allowed
by the standards (10 ppm). In this manner, it sig-
nificantly reduces emission of harmful gases into
the atmosphere.

OPTI Petrol — Optimal Quality

OPTI 95 is a fuel with an octane rating of 95, en-
riched with additives which ensure optimal engine
protection. This type of petrol may decrease fuel
consumption. It complies with the Euro 5 emis-
sions standard and with EN 228, European fuel
quality standard.

Euro BMB 100 G-Drive 100 — Premium Quality
G-Drive 100 is a new generation fuel with a mini-
mum octane rating of 100, enriched with an additive
complex which ensures better engine performance
and increased efficiency, in addition to professional
engine protection. In terms of better engine per-
formance, this fuel ensures an increase in engine
power of up to 7%, torque increase of up to 5%,
and better acceleration (up to 10%). Professional
engine protection refers to active engine cleaning
and degreasing, and guarantees A-class corrosion
resistance and demulsification. It complies with EN
228, European fuel quality standard.

OPTI Diesel — Optimal Quality

OPTI DIESEL is additive-enriched Euro diesel which
ensures more stable engine operation and optimal
engine protection by keeping engines clean, pro-
tecting them from corrosion and reducing friction
within the system. It fully complies with the Euro 5
emissions standard and with EN 590, European fuel
quality standard.

G-Drive Diesel — Premium Quality

G-Drive diesel is a type of Euro diesel which con-
tains an advanced additive produced by a leading
global additive manufacturer. This fuel meets Euro
5 standards and is enriched with an additive com-
plex which boosts engine power and protects the

fuel system. Owing to its cetane rating, this fuel
ensures an increase in engine power and perfor-
mance, as well as more efficient combustion and
quicker starts. It efficiently degreases the engine
and protects its metal components from corrosion.
It has enhanced winter characteristics. G-Drive
diesel is suitable for all diesel vehicles. It complies
with EN 590, European fuel quality standard.

OPTI Auto Gas (LPG)

OPTI Auto Gas is produced in accordance with very
strict manufacturing specifications, and its quali-
ty fully complies with European standard EN 5809.
Owing to the reformulated and controlled ingredi-
ents used in its production, OPTI Auto Gas ensures
optimal protection and conservation of both engine
and LPG device.

METHANE - Compressed natural gas (CNG), better
known as methane, is natural gas compressed at a
pressure of 220-250 bar, and is used as an industri-
al energy source, or as engine fuel.

Advantages of CNG:

Cost-effectiveness. CNG is currently the most
economical conventional fuel in comparison to
petrol, diesel and liquid petroleum gas.
Environmental protection. In addition to re-
duced emissions of harmful gases (primarily
C02), CNG does not contain sulphur or toxic
additives of organic lead or benzene. Moreover,
this fuel lowers noise levels by up to 50%.
Power. CNG is an engine fuel with the highest
calorific value on the market, and the power
loss of an LPG converted engine is nonexistent.
In comparison to other engine fuels, CNG is
characterised by a high calorific value (around
13 kWh/kg) and a high octane rating (120-130).
Easier start. The gaseous state of this petroleum
product ensures quicker and easier start and bet-
ter control, even in extreme weather conditions.

In 2018, NIS launched a wide range of PL (private
label) products, particularly food products. The
Company complied with the relevant legislation of
the Republic of Serbia and the EU during the se-
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lection of ingredients used to make these prod-
ucts and their packaging. The ingredients of food
products were selected on the basis on their ben-
eficial effects on human health, and the materials
for their packaging are natural, biodegradable and
help protect the environment. The packaging of all
products contains a detailed list of all ingredients
and nutrition facts, ensuring that customers and
end users are well-informed.

The further development of PL food products is fo-
cused on food items with low content of ingredients
with adverse effects on human health (sugar, fat,
additives, etc.). Plastic materials were replaced by
paper or wood wherever it was possible (coffee cups,
coffee mixing spoons, sandwich wrapping, etc.).

In addition to food items, the PL has also been de-
veloping a sports equipment segment, creating
G-Drive sports line with 7 fitness props designed
to fit into modern lifestyles — they are easy to
use, are not time-consuming and do not take up
too much space. If users dedicate a few minutes a
day to training, they will instantly feel their ener-
gy increase. The Company promotes exercises with
G-Drive fitness equipment on its social media ac-
counts so as to raise consumer awareness.

NIS offers biodegradable instead of plastic carrier
bags to its customers.

GRI 416-2 Incidents of non-compliance concerning the health and safety impacts

of products and services

In 2018, no sanctions were imposed on the Com-
pany due to non-compliance with regulations and
voluntary codes concerning the impact of its prod-

GRI 417: Marketing and Labeling

ucts and services on consumers’ health and safety
during the entire life cycle of products and services.

GRI 417-1

Requirements for product and service information and labelling

In 2018, the Company continued to carry out analy-
ses of its formulations of NISOTEC products as well
as analyses of alternative raw materials for their
production, in order to identify components which
are less harmful (or completely safe) for human
health and the environment. The purpose of these
activities was to start the production and subse-
quently market products that are categorised as
less hazardous under the legislation of the Repub-
lic of Serbia and the EU. These products are safer
for handling, have reduced impact on the environ-
ment, and it is easier to dispose of/process them
and their packaging.

Preparation of safety data sheets and labelling of
each new product are regulated under the laws of
the Republic of Serbia. Safety data sheets in English
also comply with the laws of the EU (REACH), ensur-
ing that customers and end users are well-informed.

In the 21st century, water has become the most im-
portant strategic natural resource. Therefore, our

primary goal is to preserve the remaining clean
water and reduce pollution in the process of its
exploitation, since humankind and all other living
beings on our planet directly depend on the quan-
tity and quality of water.

The Drinking Water Plant is located in a preserved
and unpolluted ecosystem in Fruska gora National
Park, and our main task is to ensure that our busi-
ness activities do not impact environmental values.
In addition to exercising balanced and rational use
of water resources, the Drinking Water Plant also
pays attention to the impact its activities may have
on soil and air by conducting planned analyses of
the effects of waste water on the local watercourse,
Rovaca Stream. Moreover, it analyses the effects of
harmful emissions into the atmosphere and strives
to reduce the presence of hazardous materials in
waste water.

The following areas were reassessed and improved:
rational use of energy sources, waste management,
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and ways of collecting and maximising the per-
centage of recycled secondary raw materials — the
emphasis was on the primary separation of waste
and secondary raw materials.

In 2018, the Drinking Water Plant completed the
brand modernisation project and reduced the
weight of water bottles by ca 20%, which would in
turn reduce their impact on the environment.

The last link in the supply chain for petroleum
products is their distribution to end users, which is
performed by means of road freight vehicles.

In order to increase the safety of its employees and
other road users in Serbia and the region, and pro-
tect the environment, the Company is implement-
ing a series of precautionary activities. In addition,
NIS has established a coherent system of corporate
and social responsibility and normative framework.
The reduction of the negative impact of road freight
vehicles on the environment was achieved by mod-
ernisation of NIS’ fleet. The Company purchased
freight vehicles with Euro 6 engines as well as
hauler and box trucks, and disposed of old-gener-
ation vehicles, increasing the share of EURO 5 and
EURO 6 vehicles in the total mileage in 2018 to 91%.
Simultaneously, CO, emissions reduced by 13% on
the previous year. Modernization of the fleet was
followed by the procurement of vehicles powered
by compressed natural gas (CNG), which reduced
the emission of CO, and other gases.

Optimisation of the fleet structure has reduced
road traffic noise levels generated by vehicle en-
gines, air flow over the vehicle and interaction of
the road surface and the tyre tread of motor vehi-
cles and trailers.

All vehicles used for transport of dangerous goods
hold ADR certificates. Therefore, the Company uses
only vehicles fitted with equipment for preventing
the release of cargo in the event of an accident. The
Sales and Distribution Block also holds an energy
management certificate which is the result of the
implementation of measures for monitoring and
management of electricity and fuel consumption in
accord with the requirements of DIN EN ISO 50001.

Practices related to customer satisfaction, in-
cluding results of surveys measuring customer
satisfaction

Currently, customer satisfaction is measured and
monitored through a Tracker Study aimed at track-
ing drivers’ habits and behaviour. It is a continuous
study which monitors the indicators of customer
loyalty and satisfaction. The study was first con-
ducted in 2014, and since 2016 it has been imple-
mented annually.

NIS, as an absolute leader in the market, enjoys
stable and high customer satisfaction in 2018 as
well, with 94% satisfied regular users, results for
Gazprom petrol stations have shown.

The main factor of customer satisfaction of users
of NIS Petrol PSs remains the well-developed net-
work of petrol stations. Location, quality of service,
design of petrol stations, range of products and
quality fuel are some of the factors the Company
evaluated in relation to NIS Petrol and Gazprom PS.

Sales of prohibited or disputed products
No sales of prohibited products or products which

are the subject of a public debate on any markets
were conducted in the Company in 2018.
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GRI 417-2
and labelling

Incidents of non-compliance concerning product and service information

In 2018, there was one case of economic offence,
and it pertained to the failure to comply with regu-
lations and voluntary codex requirements regard-

GRI 417-3

ing labelling of products and services, and it led to
a RSD 600,000 fine.

Incidents of non-compliance concerning marketing communications

In 2018, no sanctions were imposed on the Com-
pany due to non-compliance with regulations and

GRI 418: Customer Privacy

voluntary codes concerning marketing communi-
cation, advertising, sponsorship and promotions.

GRI 418-1 Substantiated complaints concerning breaches of customer privacy and losses

of customer data

In 2018, no procedures were initiated due to the
violation of customer data protection.

GRI 419: Socioeconomic Compliance

GRI 419-1 Non-compliance with laws and regulations in the social and economic area

Number of complaints about environmental impacts filed, addressed, and
resolved through formal complaint mechanisms

The Company processes all complaints in relation
to the environment responsibly and with due care,
which is enabled by formal complaint mechanisms,
as well as through the Call Centre.

During 2018, NIS received 8 complaints with re-
gards to the environment through citizen action,
and one complaint through the Call Centre.

In all 9 complaints from 2018, citizens were the
interested party, and their complaints were con-
cerned with allegations of soil pollution, unpleas-
ant odours, water pollution in Azotara’s Canal and
increased noise levels. The Company carried out
special inspections, which did not indicate any
cases of non-compliance, except in one case, when
special noise measuring was requested.

Number of filed, processed and resolved complaints related to the Labour Law

In 2018, 70 new labour disputes were initiated
against the Company (excluding disputes initiated
with regards to mobbing), while 483 labour dis-
putes from the previous period remain open.

Out of the total number or labour disputes in 2018,
resolution was reached for 129 disputes from the
previous period (77 with a positive and 52 with a
negative outcome for the Company, where the latter

had a negative financial effect of RSD 49,717,683),
and for 2 disputes from the ongoing period (1 with
a positive and 1 with a negative outcome for the
Company, where the latter had a negative financial
effect of RSD 3,670,000).

The total cost of the labour disputes which were
resolved with a negative outcome for the Company
was RSD 53,387,683.
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Number of complaints which refer to violation of human rights, processed and
settled through official mechanisms for complaints

During 2018, 2 new disputes were initiated in the
Company with regards to mobbing, while it was
determined that 21 disputes remained from the
previous period.

Out of total number of disputes in 2018, 3 from the
previous period were resolved, 1 with a positive and
2 with a negative outcome for the Company.

The total cost of the disputes resolved with a neg-
ative outcome for the Company amounted to RSD
295,000.

Monetary value of significant fines and the total number of the non-cash
penalties due to incompliance with the laws and regulations

In 2018, there were no large penalties or financial
fines for the Company due to non-compliance with
laws and regulations.

Number of filed, processed and resolved complaints related to the Company

In 2018, there were 5 cases of violation of ethics
and business conduct in the Company reported
through the SOS line.

Monetary value of significant fines for non-compliance with laws and regulations
concerning the provision and use of products and services

In 2018, there were no penalties for non-compliance
with laws and regulations concerning the provision
of services and use of the Company’s products.
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GRI OG: Sector addition - oil and gas industry

0G1 Volume and type of estimated proved reserves and production

Under the laws of the Republic of Serbia, the Com-
pany is not in a position to report on the estimated
quantity and value of oil and gas reserves.

0G 3 Total amount of renewable energy generated by source

The Serbian economy largely depends on fossil,
non-renewable sources of energy (oil, coal), which
represent a potential threat to the environment. An
analysis of potentials showed that the Sector for the
development of renewable energy sources is one of
the main actors in the plan for the development of
environmental protection, power generation and
energy efficiency at the global level, which are all
considerable challenges for the future.

NIS pays special attention to the development of
renewable sources of energy, primarily geother-
mal energy. NIS develops renewable energy sources
and utilizes geothermal resources by implement-
ing projects aimed at expanding geothermal ca-
pacities. In recent years, the industry has signifi-
cantly increased the use of geothermal energy to
heat buildings, sanitary water, indoor and outdoor

pools, greenhouses, etc. The use of geothermal en-
ergy makes it possible to reduce the costs of en-
ergy products used for heating the infrastructure,
and also secures the position of NIS in the energy
market of Serbia. The projects in the field of renew-
able energy sources and geothermal energy have a
significant impact on increasing energy efficiency.
The objective of these programmes is to introduce
practices of rational energy use and increased en-
ergy efficiency, as well as to implement new tech-
nologies for reducing energy consumption.

It is particularly significant that NIS participates in
the development of a wind power generation project.
NIS and its partners jointly finance and implement
the PlandiSte Wind Farm project, where they plan
to build wind generators with a power of nearly 100
MW which will produce up to 290 GWh per year.

0G5 Volume and disposal of formation or produced water

Formation water, separated from crude oil during
the production of oil and gas and mining opera-
tions in wells, is processed (treated to remove hy-
drocarbons, suspended and dissolved matter), and

then injected at certain depth in abandoned wells
(selected orphaned wells), in which case it has no
impact on the quality of groundwater.

Produced and disposed 2017 m3 2018 m3 Relative change
formation water (m3) 2018/2017
Produced formation water 4,782,849 4,773,434 0.2%
Disposed formation water 4,782,849 4,773,434 0.2%

All produced formation water is injected.
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0G 6 Volume of flared and vented hydrocarbon

The Company continued to implement measures
aimed at the reduction of CO, emissions by produc-
ing thermal energy and electricity in cogeneration
power plants which use associated gas which used
to be burned in flare stacks.

In 2018, the quantity of free and solution gas burned
in flare stacks in the Exploration and Production
Block was 16,142,142 m3 (a decrease from 18,669,746
m3), and the estimated quantity of gases released
into the atmosphere was 62,020 m3, which is a 31%
decrease on the previous year.

oG 7 Amount of drilling waste (drill mud and cuttings) and strategies for treatment

and disposal

Drilling waste is non-hazardous waste which con-
sists of a mix of materials from drilled rocks (sand-
stone, marl, limestone, etc.) and drilling mud, a
viscous liquid used for flushing out cuttings during
well drilling.

In 2018, as part of regular activities on drilling of
new oil wells, a total of about 32,000 t of waste drill-
ing material was generated. This was disposed of

immediately after generation. All waste generated
during drilling was disposed of at the Novo MiloSevo
Waste Mud Landfill.

All plants used for drilling in 2018 were equipped
with metal mud collection tanks. During works, all
locations are covered with PVC film which prevents
contamination of soil, even in case of accidents.

0G 8 Benzene, lead and sulphur content in fuels

The quality of fuels the Company produces meets
all the requirements of the national legislation.

0G 12 Operations where involuntary resettlement took place, the number of households
resettled in each and how their livelihoods were affected in the process

In 2018, there were no involuntary resettlements
and no proceedings and disputes were initiated
and conducted against the Company.

0G 13 Number of process safety events, by business activity

Industrial safety

The industrial safety management system includes
key processes of hazard identification, risk assess-
ment and risk management related to processes and
process equipment. Supported by the modernization
of production, implementation of advanced techno-
logical solutions and employee development, this
system provides adequate prevention, monitoring,
and timely and effective response in emergencies.

Process safety

Process safety is a disciplined framework for man-
aging the integrity of operating system and pro-
cesses that handle hazardous substances. It relies
on good design and engineering principles and op-
erating and maintenance practices. It deals with
the prevention and control of events that have the
potential to release hazardous materials and ener-
gy. These events may lead to toxic exposure, fires
and explosions, which in turn may cause more
dangerous incidents, including death, injuries,
property damage, loss in production and environ-
mental damage.
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In order to improve process safety, the Company
implemented the following activities:

Workshops for employees from process plants
and production units were organised with the
aim of introducing them to processes such as:
technical and technological change manage-
ment, equipment integrity and reliability (risk-
based equipment inspection/testing), safety
instrumentation systems, HSE risk manage-
ment using tools for qualitative and quantita-
tive hazard identification and risk assessment.
The further plan for the continuation of pro-
cess safety training/workshops for employees
in production units was developed.

During 2018, external trainings were organised
for process safety engineers by TUV Rheinland.
Sixty-three percent of the total number of par-
ticipants passed the exam and were awarded
certificates.

The Company continued to implement safe
work practices — Lockout and Tagout Proce-
dures during equipment maintenance.

The Company recorded a positive trend of in-
dicators of process safety: the number of major
and medium incidents was reduced by 55% in
relation to the plan.

Additionally, transparency of minor incidents was
improved — activation of security systems and loss
of primary content by more than 5%, which enables
prompt response and adequate technical measures
for prevention of escalation and prevents re-occur-
rence of similar events.

Within the international SmartResilience project,
the Company organised a workshop on the creation
of a critical scenario by using the Bowtie risk evalua-
tion method, and identification of critical indicators.
As a final product of the workshop, the participants
created a dynamic list of critical indicators and col-
lected comments/suggestions provided by the com-
petent ministry of environmental protection and
participants from other European countries.

Fire Protection
Radio connection system

All fire brigades transferred from VHF to UHF
frequency, thus achieving a more reliable and

better-quality connection between members of
the fire brigades.

The radio connection system in all fire bri-
gades was integrated into a single radio con-
nection system.

The radio connection system was upgraded
through the procurement of a system for radio
connection via a mobile device (via GSM net-
work), i.e. mobile application.

Fleet renewal

Fire trucks with a hydraulic boom and platform
were serviced by an authorized service centre
in Austria, in line with a ten-year maintenance
interval.

Two fire trucks and three SUVs were purchased
for quick interventions.

A new ambulance vehicle was purchased for the
needs of the Pancevo Fire Brigade.

Improving the skill set, equipment and re-
sources of fire brigades

The Department for Emergency Management
was provided office space for the needs of its
Training Centre for members of fire brigades
at the location of the Novi Sad Complex. The
project is planned to be implemented in 2019.
Members of the Pancevo Fire Brigade partici-
pated in the competition of industrial fire bri-
gades in Omsk.

All planned exercises, including evacuation ex-
ercises in the Novi Sad and Belgrade Business
Centres, were carried out in line with HSE ex-
ercise plan.

The Company outlined the plan for the mod-
ernization of its FP system through the re-
placement of fire alarm switchboards in the
Novi Sad and Belgrade Business Centres.

The funding was provided for the purchase
of respiratory protection equipment, and the
project will be fully implemented in 2019.
Members of fire brigades were equipped with
thermal imaging cameras.

Emergency situations
NIS revised its documents on emergency situa-

tions in accordance with the experience obtained in
emergency situations, and with systematic solutions
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of the emergency response centres in the Republic of
Serbia. Procedures for specific hazards which occur
in difficult working conditions were defined.

Cooperation with the representatives of local gov-
ernments and competent government authorities
was improved with regards to natural disasters and
other emergencies. In 2018, the Company realised
an agreement with the National Training Centre for
Emergency Situations of the Ministry of Interior of
the Republic of Serbia.

All eight command simulation exercises for emer-
gency responses were realised with the participation
of the Emergency Preparedness and Response Teams
in the key locations in the Company’s infrastructure:

six exercises at the sites of the Sales and Dis-
tribution Block;

one exercise at the site of the Refining Block;
one exercise at the site of the Exploration and
Production Block;

Training and re-training of new and old members
of the Disaster and Crisis Management Team of NIS
j-s.c. Novi Sad (the Company’s Crisis Management
Team, CMT) was completed.

A command simulation drill was realised with the
guidance of Mettle Crisis Leaders, a consulting firm
from Australia. The Disaster and Crisis Management
Team, Support Group and Emergency Prepared-
ness and Response Teams of the Refining and Sales
and Distribution Blocks were challenged through
demanding scenarios to respond to technical and
technological incidents and cyber attacks on the IT
infrastructure. In the report prepared by the con-
sulting firm, the level of the Company's readiness to
respond to emergencies is rated as high.

The offices of the Support Group for the Crisis
Management Team in NIS j.s.c. are equipped with
cutting-edge communications technology.

Rooms for operations with confidential informa-
tion are equipped with a security cabinet, safe, se-
curity locks and a surveillance system.
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0G 14

Volume of biofuels produced and purchased meeting sustainability criteria

Member states of the Energy Community, as well
as European Union member states are obliged to
meet the conditions of the Renewable Energy Di-
rective 2009/28/EC. The completion of the project
‘Bio Component and Diesel Blending in the Pance-
vo Oil Refinery’ will enable NIS to fully meet all
expected requirements relating to diesel fuel in the
transport sector, when the planned RS biofuel reg-
ulations come into force.

The Company continued with the realisation of
projects which will enable it to blend bio com-
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ponents with diesel fuels. Due to characteristics
of certain bio components of fuels, the Company
has considered creating fuel blends in Pancevo Oil
Refinery and in certain warehouses of petroleum
products. In 2018, the Company did not procure
bio components or blend them with diesel fuels or
Euro diesel for the market in the Republic of Serbia.
For the petrol and diesel markets in Romania and
Bulgaria, the Company blends ethanol with petrol
and biodiesel with Euro diesel in Kostinbrod Ware-
house in Bulgaria.
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INDEPEMDENT ASSURANCE STATEMENT
T THE MAMAGEMENT OF NAFTHA INDUSTRLIA SRBIJE A.D. NOVI SAD

The 2018 Corparate Responsibiity Report (“the Report™) of Nadtna iedustria Sride d.o.o. Hovi §ad (“Lhe
Coempany™) has been préganed By ike Company's mansgoment which ks respossible (or the collection and
pressntation of the inkarmation contained thersin, Qur responsibility is Bsitéd i carrying ouf a Bmited
sSsurance egEgement on specific scope on the Report. which i prepared In accordasce with the “In
secardance - Core™ option bevel of the GRI Sustsinabilily Repsarting Guidelines (“GRI%), Dur responsibility
i periorming our Assuwrance engagement is Solely 19 the manesgemant of ks Campany and in accordance
with the berms of reference agieed bebween U, We neither BE2Ep! nor we assame any responiidily and
fef any othar purpose bo asy other person or organimalion. Any rellsnce any Lhird party may place on the
Repart s enticely ol its own rish and responisbiy,

The Company's management i responsible for the preparation of the Report in sccorasncs with the GRL
in particulsr, ihe Compamy’s management B fesponsible for internal controls being designed &nd
implemenied 1o prevent the Report from being materlally missialed. In sddition, the Companys
management |5 responsible for enduring that the documentebion proviced to us is comgdate and accurate.
The Company's mankgement is alss respossibie for mainfaining the infersal control system bhal
reazonably ensurid ihad the documestadion described abowe i frew from material misstatesents, whether
due o iraud & srror.

WORK SCOPE AND CRITERIA

The assurBnce engagement has been plannikd and performed in Steandance with the Interaational Standard
on Assurance Engagements Oiher Than Audits or Reviesy of Historical Finangial infermation (1S AEG00°
raviged), in order (o provide & Bmited lovel 3surafis spanion on

1. The sccuracy and compistessss of quantitative data and the plousidity of gualifative information
related bo the GRI Genaral Standard Disclasures, nequired for Ehe “In accordance - Cont™ optica.

2, The scceracy and completensss of guantitative dats tperfarmance indicatorsh and plassibiity of
statemants (GRI Disclosures on Management Apperoach) related to the ORI Spechic Standard
Desclowures, which correspond to the mosl material hswes, 88 prefented in the Comgany’s
materiality analys.

3. The Report’s “Inaccordance - Cone”™ adherence sgainst the related GRI regrifements,
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WHAT WE ND TO FORM OUR CONCLUSIONS.
in order ba leem aur conclusions we pedformed (el were nol méted bol 1k steps outlined Beiow:

-

e

b

v

Performed [nferviews with Managermsent sxsculives in order fo undersiand the Company's
coF o st fesponsibiity proteises, policiss and sctivities during the répariing period.

Peviewsd informatian in order to substantlste dets and statements reganding ke Company's
sustanabifity performance in 2008, as thede are presenied in The Report,

Hewigwed the Company's procesisi for determining material issuss Io be Included in the Repart,
as well as the coversge of ihese malerial issues wilthin the Repart, matecal iSsues covered by
msedia, and sustainabiity reports of selected pesrs,

Inberviewed specialists responiible for mamaging, collating and reviewing data related fo the GRI
Gensral and Specilic Disclosares under the scope of cwr engagement. for inbernal and public
Brewiewed redevant documaentation and reporting systems, including collation tools, temglates
wid, and quidance docements,

Feviewed the Report for the appropriate pressntation of the GAI General and Specilic Standard
Disclosmies under The scope of our engagement, which included discussions of limitations and
assumptioes relating to (ke way data are presentsd.

Reviewed the GRI Costent Index and the relerences included therein, sgaingt the GRI Standands”
requirements for the “in scoondance - Core™ option.

LEWEL OF ASSURANCE

O protedurss were Sesigaed in order to obtain & Bsiled evel of Sssurance (a3 S8l oud in ISAE 3000
revised) on which we farmed our conclusions. The extent of thete procedures is less than those designed
o olvtadn 4 reasanable lowel of sssurance and theredone a lower level of assurance i obfained,

LIMITATIONS OF GUR REVIEW

=

*
]

Dur review wal Bmited fo the Serblsn version of the Begort, I the svent of any inconsistency ia

transistion between ihe English, Russisn and Serblan vershons, as far &8 our condiissions are

cancerned, Uhe Serbian version of the Repsdt privails.

We do nod provide aery sssurance felating bo futere infarmation such s estimates, expectations or

targets, or thair achievability,

The scope of owr work did not Include asy review of third party sctivities or performance, nas
sy Slakehokier sngagement sctivitins.

Our review did mol include testing ol the Information Tethnology systems used oF upin which (he

collection and aggregation of dals was based by the Company.
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CONCLUSIONS

Basad on our review bhd acesiding to the tenms of Feference and the Bmitations of our werk, we report the
following conclusians. Our conclusions are based on the appropriate application of the selected criteria
and ahould B read in conjunclion wilk Ui “What we did to form our conclusions™ section abowe.

1. How complels asd sccurate are the quasitatine dats and how plausibie b the gualitative infermation
related ba the GBI Genersl Slanderd Disclosures under the scope of our engagement¥

+  Molhing has come to our attentics (hat causes os o believe [RS] oy repesiing unil, sccordng to
Il'll-i-llmﬂfﬂlhﬂm:lllmhthHMBmwhﬂmmﬂhd
the Begsart félited to the GRI General Standard Disclosores under the scope of our angagement.

= Moihing hag come to cur sitention 1hal causes us to believe that errars or inascourackes exist in the
collation of the guaitative Ssta related to ihe GRI General Standard Disclosures under the scope
od our engagement, of in it franaposition o Ikese data bo ihe Réport, that wookd materiaiy affect
tha weiry they are présenied.

+ e have reviewed Information snd scplanationd 6a selecied Management Matements (gualtalive
indnrmation) related o bhe GR1 Gemerad Standard Digcloseres, as these ane pretented in Lhe Repoari
arsd no material misstatements chre 19 Sur attention.

*  Molhing has come bo cur aktention thal causss us to Beieewe thal materiality snalysis s inaccurally
presanted based on the pracedures followed by the Compary.

2, How comgiete and accurate ane [he quantitalive data (perfermance indicators) and how plausible are
the statements (GRI Disclosmes on Management Approach) related to the ORI Specilic Standard
Dischasmnes whder the scope of our engagemsnt?

» Mobhing has come 1o our Biention that causes us to Beleve that aay reperting, according to the
sat boundary pef materkal issue and iBe time period stabed in the Repart, |5 nob inciuded into the
quantitative dala (performasce indicaters) of the Repor? related to ifke GRI Specific Standard
Disclosures under the seape of our engagesment,

# Hothing has come be our atbention that causes us 1o believe (hat #TTors oF inaccuracies daist in the
collation of the data related Io ihe GRI Specific Standerd Disclosores under the tcope of our
eniagerment, or in ibve iransposition of these dita (o the Report That would materialy affect the
way thary ane preisnted,

* We have revipwed Information and saplamstiens on selecied Mansgement slaternts (SR
Disciosures on Management Approach) relsted to the GRi Specific Slandard Disclosures. a8
prosented in the Fepsr! and no material misstatements came to dur sliention,

3. Does 1he Report meet the GRT reguirements of the i steerdance < Cone™ opliend
* Based on ouf fevies, nothing hes come b9 our attention that causes us fo bellove that the Report

doed not mesd the requirements of the “in stcordance -~ Core” option, as presenbed in the &R
Conbent Index.
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We conducted our BSSurahcE engagement in Bccordance with Imbernational Adiwrance Standands,
particulariy ISAE 3000 (revised). These regulations require that we comply wilh ﬂhi:dmdi—lpl-
and perfofm cul assurance Bngageenent 1o obtaln Bmited assurance aboul the specilic scope eaplained

e apgly Infernational Siandard on Quality Controd 1 (ESQC 1), &nd accordingly, we maintesn & rebust
syt of guality conlrel, including policles snd procedures documenting comelisnce with relevant sthical
and professional standards and requitements i e or regalation,

We comply with the independence and other eibical regquirements of the IFAC Code of Efhics for
Professional Accountanmts, which eifablishes ihe fundamental principles of ntegrity, objectivily,
prodessbonal compelence and due care, confidentiality and prodesssanal behavios.

]

for Ernst & Young 0.0.0. Becgrad
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Glossary

Abbreviation Meaning

GDP Gross Domestic Product

Grade Level that is defined for certain positions as a result of their assessment. Posi-
tions in the same grade have the same relative value in the Company, regard-
less of the function or organisational unit they belong to

ELV Emission Limit Value

DNM Waste Mud Landfill in Novo MiloSevo

Directly . . . .
sales revenue + financial revenue + lease revenue + interest revenue + net gain

generated .
on the sale of fixed assets.

value

Interested All legal or natural persons interested in the business activities of the Company

parties who have influence on Company’s business results or are under its influence

Drilling mud multi-purpose drilling fluid in the wellbore during drilling operations (brings
drill cuttings to the surface, maintains the formation pressure, prevents
formation fluids from entering the wellbore, prevents sloughing or erosion of
formation in an open hole).

MAC maximum allowable concentration

Drill cuttings broken bits of drilled rocks removed from the bottom of the borehole by drill-

ing mud

NIS j.s.c. Novi Sad

NIS or the Company

Waste drilling mud  used drilling mud, generated during drilling operations

Operating costs cost of goods sold + material cost + other operating expenses — various kinds
of taxes.

RNP Pancevo Oil Refinery

Remediation a term generally used for cleaning and renewal-restoration (recultivation, re-

vitalization, regeneration) of locations or areas which were polluted or other-
wise damaged by human activity.
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Abbreviation

Meaning

HIP PHK Pancevo Chemical Industry - Petrochemical Complex

GSS Gas supply station

GMS Gathering and measuring station

Association a voluntary and NG organization, based on freedom of association of several
legal or natural persons, founded with a view to achieving or improving cer-
tain mutual or common goals and interests, which is not prohibited under the
Constitution or any laws.

HTS Hydro-thermal system

co, carbon-dioxide

CCS the process of injection of carbon dioxide and formation gas for the purpose of
increasing formation utilisation and preventing carbon dioxide from entering
the atmosphere

DCU Delayed Coking Unit

EBITDA Earnings Before Interest, Taxes, Depreciation and Amortization

ECHA European Chemicals Agency

FCC Fluid Catalytic Cracking Unit in the RNP

GRI Global Reporting Initiative GRI is an international non-profit organization
founded in 1997 with the aim of achieving the highest quality of corporate
reporting on sustainable development.

H,S hydrogen sulphide

ICPDR International Commission for the Protection of the Danube River

IUCN International Union for Conservation of Nature (IUCN), creator of the Red List
of Threatened Species at the global level. This list provides an overview and
criteria of vulnerability for around 49,000 species, sub-species, varieties and
sub-populations, which serve as a base for classification of threatened species
into IUCN categories.

NO, nitrogen oxides, in the form of NO,

PCB polychlorinated biphenyls

PVC polyvinyl chloride

REACH Regulation on Registration, Evaluation, Authorisation and Restriction of
Chemicals

SO sulphur (IV) oxide
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Contact
Information

NIS j.s.c. Novi Sad

Investor Relations

e-mail: office@nis.eu

Narodnog fronta 12
21000 Novi Sad
(+381 21) 481 1111

Milentija Popovica 1
11000 Belgrade
(+38111) 311 3311

e-mail: Investor.Relations@nis.eu

Narodnog fronta 12
21000 Novi Sad, Serbia

CSector for Transactions with
Minority Shareholders

e-mail: servis.akcionara@nis.eu

Narodnog fronta 12
21000 Novi Sad, Serbia
Info Service: (+38111) 22 000 55
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