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Appendices

Welcome to the NIS Report on Sustainable Development, which presents
the Company's operations in 2017. Our aim is to provide safe and stable
energy supply for the needs of the growing population while creating
long-term value for our shareholders, employees and the community in

which we operate.
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The Report was prepared in compliance with the international standards
of the Global Reporting Initiative GRI G4, with addendum on the Oil and
Gas Sector. The compliance of the Report with the GRI guidelines as well
as the accuracy of information provided in the Report which present the
Company’s business operation in 2017 were assessed and verified by the
independent auditing company Ernst & Young. The report on sustainable
development was prepared in Serbian, English and Russian. In case of any

discrepancies, the Serbian version shall prevail.



Introduction by the CEO

Introduction
by the CEO

Kirill Tyurdenev
CEO
NIS j.s.c. Novi Sad
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Dear Friends,

Sustainable development means more than a re-
sponsible attitude towards the future. Sustainable
development principles are already deeply inter-
woven into each and every business process at NIS,
from our oil and gas exploration and production
to our approach to human resources management.
Our business and our leading market position are
based on introducing and implementing modern
technologies, improving operational -efficiency,
being environmentally responsible, ensuring the
health and safety of NIS employees and all other
citizens. We are committed to energy efficiency,
rational use of resources and sharing best practices
with external partners. Our priorities also embrace
transparent reporting of our business activities to
all stakeholders and investing in the continuous
professional development of employees at all lev-
els. In addition, NIS aspires to be a good neighbour
and an exemplary active citizen, which is why our
employees and NIS itself exert considerable effort
every day to bring about positive change in the
communities where we operate.
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Owing to this commitment from all employees and
positive market trends, NIS considerably improved
its financial and operating indicators during 2017.
In Upstream, we increased our hydrocarbon re-
serves and produced 1.4 million tonnes of oil and
gas equivalent. Last year, we processed a record 3.6
million-tonne volume of crude and semi-finished
products and gave strong impetus to second stage of
modernising the oil refinery in Pancevo by launch-
ing the ‘Bottom of the Barrel’ project. At the same
time, we continued to work steadily to improve the
environmental protection, making the Pancevo re-
finery the first energy plant in Serbia to receive the
Integrated Pollution Prevention and Control (IPPC)
permit from competent state authorities. In the
sales segment, we continued to develop and mod-
ernise our retail network and services, putting our
‘customers first’ approach into practice. In cooper-
ation with our partners at Gazprom Energoholding,
we signed a contract to construct a combined heat
and power plant in Pancevo. This represents a major
advance towards the construction of a modern plant
producing environmentally-friendly energy for our

refinery, while providing additional quantities of
electrical energy for the market. This marks anoth-
er NIS contribution to Serbia’s energy stability.

Having invested a total of RSD 26.5 billion in 2017,
NIS remains one of the leading investors in Serbia,
earmarking over RSD 4 billion for shareholder divi-
dends. We organised over 200,000 hours of training
for our employees, an investment of nearly RSD 200
million. We also adopted one of the best Collective
Agreements in Serbia. As part of our contribution
to community development and overall prosperi-
ty, we invested over RSD 379 million in corporate
social responsibility projects. These included re-
constructing kindergartens, building children’s
playgrounds and sports fields, supporting young
talents, improving educational and providing
health and social protection structure. In addition,
we significantly increased our investments in envi-
ronmental protection projects last year, allocating
RSD 479 million. These results allow us to say with
confidence that 2017 was one of the most important
years in the development of NIS.
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However, we live in the time of the fourth industri-
al revolution; the accelerated development of tech-
nology poses many challenges, which make us view
last year’s positive results as an incentive for fur-
ther progress and technological advancement. The
world is now more connected than ever, digitisation
is changing production methods in our industry,
new technologies are dictating shares in the energy
mix of the future. The ways that our customers get
their information and form their expectations are
also changing. NIS needs to improve its operating
results and to continue to provide the people of the
Balkans with energy at competitive prices; at the
same time, it needs to respond to expectations of
reducing environmental impact and increasing en-
ergy efficiency while continuing to allocate funds
earmarked for the benefit of the community. It is no
exaggeration to say that the current set of circum-
stances present the entire energy industry with
challenges that have no easy responses.

In an effort to best respond to global and region-
al trends, at NIS we formulated a plan in 2017 to
further boost competitiveness, improve operation-

al efficiency and strengthen the business model to
make it even more resilient to market fluctuations.
We adopted the ‘Corporate Development Strategy
by 2025, which aims to make NIS more successful
and create additional value for its shareholders and
the communities where it operates.

We have set ourselves ambitious objectives: to in-
crease the efficiency and security of business pro-
cesses, to adjust our organisational structure to
match strategic tasks and to improve our business
through continuous innovation and modern tech-
nologies. Transformation is one of the major proj-
ects ahead of us, allowing us to maximise our re-
sults in all segments. Some projects have already
started delivering benefits, confirming that we are
on the right track. The modern equipment of our
Science and Technology Centre has taken NIS’s ex-
ploration and development drilling performance to
the highest level, not only in the region but also
against the parameters of Gazprom Neft Group
production assets. Completion of the ‘Bottom of the
Barrel’ project will put the Pancevo refinery among
the global leaders in terms of processing depth and
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energy efficiency. Environmental and occupational
safety standards will also be improved and the en-
vironmental impact reduced.

That said, business success is not the sole priority
for NIS. We will continue our dedication to sup-
porting talented people, improving educational
conditions, promoting science, culture, the art
and sports and involving ourselves in philan-
thropic campaigns that contribute to wider pros-
perity. We will strive not only to maintain but also
to expand our partnerships with local communi-
ties across Serbia. These have seen us jointly and
successfully undertake over 900 projects since
2009. We will need a great deal of energy to ac-
complish these objectives. We will primarily find
it in our employees, but also in those young peo-
ple that are yet to have the chance to become a
part of NIS’s great team of around 11,000 employ-
ees. Sustainable development principles, which
are part of every business process at NIS, provide
strong support for long-term stability of all our
projects on the path to further progress and for
the benefit of all stakeholders.
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Laboratory
services

NIS

Group

NIS Group is one of the biggest vertically integrat-
ed energy systems in South East Europe. The core
activities of NIS group are crude oil and natural
gas exploration, production and refining, sales and
distribution of a wide range of petroleum and gas
products as well as implementation of petrochem-
ical and energy sector projects.

Business Model

Import of crudeoil |
and semi-finished products

Products:

Natural gas

Compressed natural gas
Motor fuels

Aviation fuels

Bunker fuels

Energy fuels

Oils and lubricants
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Fuel oils
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Awards and
Acknowledgements

2017 Oscar for Quality — business excellence
award:

Absolute champion in all business areas
Company with the highest number of points in
the history of this award

Captain Misa Anastasijevi¢ Award for the best
corporate responsibility

Belgrade Stock Exchange — golden plaque
award for the best investor relations

[ Electricity, thermal energy

f Electricity At \

and natural gas

Stevie International Business Award for the
best website for investors

2017 Serbian Chamber of Commerce Award for
the business results

TOP 50 — Special internal communication
reward for NIS intranet portal

| and thermal energy f

——

Petroleum |
products |

geothermal energy

Electricity, thermal and

Retail, wholesale,
foreign assets, export

petroleum products

{ Import of

--------------- { Electricity

and gas



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 . A

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.
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Value statements

Professionalism Initiative and
Responsibility

Acquiring up-to-date knowledge
in order to permanently increase Finding and proposing new

the level of professional expertise solutions, both in the area of work

and the ability to implement it in responsibilities, as well as in the

specific business processes. .
p p area of Company’s interests.

Positive Attitude Shared Results
and Cooperation

Joint efforts in achieving visible

and meaningful results, a desire to

Readiness to participate in

succeed accompanied by inescapable

multifunctional groups and projects,

mutual assistance and cooperation

eagerness to meet demands of

of employees.

colleagues from other units of the

company, willingness to exchange

information, ability to work

in teams.
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On the Report
and reporting

principles

Materiality Matrix

The Report focuses on challenges that the NIS busi-
ness operation faced during 2017 and on the topics
crucial to the business, both from the Company’s
perspective and those of stakeholders, as defined in
the Materiality Matrix.

Audits of the Materiality Matrix are conducted
biannually, using a structured process, which in-
volves key stakeholders. This ensures that the de-
fined topics reflect the key milestones of the Com-
pany’s operations and future.

The company continues to engage in an active di-
alogue with stakeholders and regularly considers
all the topics crucial to both sides. This Report also
covers additional indicators that are relevant both
for the NIS business operation and stakeholders
and which exceed the requirements of the general
reporting level defined by the GRI G4 standards.

The following methodological rules and principles
of GRI guidelines were used as the basis for the
preparation and drafting of the Report:

By adhering to the materiality principle in the se-
lection of topics, the Report also covers the topics
that can have fundamental impact on the assess-
ment and decisions of the management bodies and
stakeholders.

The results of the researches conducted in the form
of interviews with all stakeholders - as well as is-
sues on Sustainable Development of other interna-
tional oil and gas companies, and topics which are
relevant for all the stakeholders and recommended
by the GRI guidelines - were all used as the basis
for the preparation of the Materiality Matrix
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Influence on the assessments and decisions of stakeholders

\¢

18

Significance of the organization’s economic, environmental, and social impacts 4
TOPIC SDG TOPIC SDG
o Accidents 6, 15 @ Legal issues 8,16
© rcovonmicindicators 53,06 (@ oladgsreserves
© sivemissons 1 (@) Ivestmentsand impacton thelocal community o, 1
© ocwpational safety and protection. 3,8 (@) Watermanagement 6,12
© 1ondprotection and remediation 5 @ Wastemanagement 6,10
© rodctquay 1 (@) Energy consumption management .
@ vscimaterals 5 @ Technologymanagement :
© rercwableenergysources 7 @ Transportmanagement
© retonswihemployees 5,8 (@) 1mpact on biodiversity and ecosystems 15
@ suovler relation management 12,16 () Cooperation with educational nstitutions 4
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The Report represents all stakeholders and the
communication with them is set out in the Section
— Dialogue with Stakeholders.

The Report contains data and activities of NIS on
the territory of the Republic of Serbia. The Report
presents the plans reflecting Company’s commit-
ment to sustainable development.

The data presented in the Report refers to 2017
and where possible, comparative data for 2016 is
included. Financial and economic indicators are
derived from the consolidated financial statement
(source: 2017 Annual Report, NIS).

The Report presents 83 indicators describing the
activities of NIS related to the topics that are cru-
cial for the Company’s business operation as de-
fined in the materiality matrix.

Information contained in the 2017 Report reflects
the results and achievements of the Company as
well as the challenges encountered by NIS during
the year. Impartial presentation of information
provides an opportunity for both positive and neg-
ative assessments.

The Report has been prepared in accordance with
the GRI guideline reporting methodology, which
enabled comparison with previous NIS Sustainable
Development Reports as well as with reports of
other companies in Serbia and abroad.

NIS strives to present qualitative and quantitative
data in its reports to the highest possible degree of
accuracy. The Report lists the sources and method-
ology used for the collection of data, while finan-
cial and economic data can be found in the NIS 2017
Annual Report.

This Report is published annually and makes it pos-
sible for all stakeholders to make timely decisions
about the Company and its business operation.

The Report is suitable for all stakeholders owing to
its clear and accessible wording. The specific nature
of NIS business activity makes it difficult to achieve
absolute clarity, particularly relating to environ-
mental protection. All terms and abbreviations that
may be unclear are explained in the glossary.

The assessment of compliance of the Report with
GRI guidelines as well as the accuracy of the listed
information has been verified by independent au-
diting company Ernst & Young in Serbia.
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Dialogue with stakeholders

Transparent and timely notification of the public
on all activities of NIS, as well as cherishing of a
two-way communication with all interested par-
ties, are not only one of the strategic priorities of
the Company, but also our everyday activity.

The backbone of the sustainable development prin-
ciple in NIS is made of: business transparency, re-
sponsible attitude towards the employees and the
community where NIS performs its activities, envi-
ronment protection, rational utilization of natural
resources and energy efficiency, permanent mod-
ernization of equipment and working processes for
the purpose of the product and service quality im-
provement. Furthermore, NIS continuously invests
in the development of the society, especially young
generations as the carriers of the positive energy
and future development. Carefully monitoring the
always growing requirements of the community
and wishing to contribute to the general improve-
ment, NIS cherishes mutually useful cooperation
with the state institutions, local self-governments,
trade and business entities, social, religious, polit-
ical and other non-governmental organizations in
Serbia and abroad.

The Company’s priority in its relations with the
business partners remains to be the compliance
with the Business Ethics Code™ and transparency in
business activities. The Company strives towards
realization of the top professional standards with
simplified procedures.

The World Petroleum Council is the largest and
oldest non-governmental organization in the field
of oil and gas. Its national body is the National Pe-
troleum Committee of Serbia, whose founder is NIS.
The objective of this body is to improve activities in
the oil and gas industry in the field of sustainable
development. The National Petroleum Committee
of Serbia was established in March 2011.

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

Shareholders

Trade unions

N

NIS | |

Government

authorities

\\\\\\\\\\\\\\\\\\\

v

Social
organisations

Business
partners
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NIS is a member of several associations and
Chambers of Commerce in Serbia and abroad, in-
cluding the:

National Petroleum Committee of Serbia of
the World Petroleum Council (WPC), a member
since 2011,

Foreign Investors Council (FIC) since 2011,
Chamber of Commerce of Serbia, since 1991,
American Chamber of Commerce in Serbia (Am-
Cham Serbia) since 2014,

European Virtual Institute for Integrated Risk
Management (EU-VRI), since 2007,

Petroleum Committee in Bosnia and Herzegov-
ina since 2016,

European Union Research and Innovation
Platform Vision 2020: The Horizon Network,
since 2017.

The basic goal of NIS in its relations with investors
and shareholders is establishing and development
of long-term relations, which are based on trust
through transparent publishing of information and
two-way communication.

Special attention is paid by NIS to fostering of
relations with investors and shareholders en-
abling them to access all relevant information on
the Company’s business activities, shareholders’
rights, but also all other significant issues, in an
easy and unified way. The following are responsi-
ble for communication with this group of interest-
ed parties:

Sector for Relations with Minority Shareholders,
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 -
Investors, ir.nis.eu

The statutory reporting procedure is defined by
special Company acts governing the method and
process of publishing information and submitting
information to the relevant authorities mostly to
this end. However, in the field of sharing informa-
tion, NIS goes a step further so the Company reg-

ularly, upon finishing of each quarter, organizes
presentations of the achieved results, where the
representatives of the highest level of manage-
ment analyse in detail the business activities and
the realized results in a direct communication with
the investors. Moreover, NIS also participates at
investors’ conferences, and the Company’s door is
always open for those who wish to acquire more
information at the individual meetings. Each year,
the Investor’s Day is organized, which is held in the
Company’s offices and where the important and
significant projects are being presented. During
2017, the presentations on dividend payment were
organized with the purpose to acquaint the share-
holders with the dividend payment procedure,
comparative analysis of NIS business activities
and the activities of the surrounding oil compa-
nies, comparative analysis of dividend trends, div-
idend yield in NIS and in other oil companies in the
neighbourhood.

An important source of information for all inter-
ested parties represents a special segment of the
corporate website which is intended for notifica-
tion of, and use by the investors and shareholders
(https://ir.nis.eu), and whose design and content
were significantly improved in 2017 for the purpose
of better notifying and easier use of this form of
communication by the shareholders and investors.
In 2017, this segment of the NIS corporate website
won the golden reward Stevie International Busi-
ness Award in the category of specialized internet
websites intended for informing of the investors
and shareholders. NIS also received the Golden
Plaque Award of the Belgrade Stock Exchange for
the Best Investor Relations in 2017. This prestigious
reward has been awarded to the Company for the
fifth time.

Informing of public on business and corporate ac-
tivities, as well as on socially responsible projects
of NIS are an extremely important segment of the
two-way communication between the Company
and the interested parties. All important informa-
tion is published at the NIS website (www.nis.eu),
in three languages: Serbian, Russian and English.
In addition, the corporate website of NIS makes
easily available to the visitors all the basic data on
the Company, as well as on its products and ser-
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vices. Furthermore, the website publishes the in-
formation with regard to vacant positions, data on
open tenders, procurements, information for po-
tential NIS partners. A special segment of the web-
site is dedicated to the investors. When it comes to
sustainable development, the website nis.eu makes
available electronic version of all reports published
until the present day, which may inform the public
in detail on efforts made by NIS in relation to sus-
tainable development since 2010 when the Com-
pany, as the first one in Serbia, presented such a
document. Furthermore, in the past two years, NIS
also provided the preparation of the online version
of the Report on Sustainable Development with in-
teractive content adjusted to all mobile devices. In
2017, the home page of the corporate website was
modernized in accordance with the latest trends.
The section “Magazine” was also designed, where
the visitors have the possibility to read the experts’
articles on the Company’s activities. The NIS cor-

porate website is adjusted for use on all devices.
This also enhanced the presence of NIS within the
on-line sphere and increased the number of visits
to the corporate website.

At the retail market of Serbia and the region, NIS
is presented with two brands — mass brand of NIS
Petrol and premium brand of the fuelling stations
GAZPROM. In order to make consumers more easi-
ly familiar with business activities and locations of
our fuelling stations, as well as with the products,
services and discount sales, which are ready for
them at the largest retail network in Serbia, the in-
ternet websites nispetrol.rs and gazprom-petrol.rs.
were initiated. Since the network of the GAZPROM
fuelling stations is active in three more countries
of the region, besides Serbia (Bosnia and Herze-
govina, Bulgaria and Romania), the website of this
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network is available in all countries of business, in
the languages of these countries, as well as in En-
glish. At this website, the consumers, besides other
things, may find out all they needed with regard to
properties and advantages of usage of the premium
G-Drive fuel.

Business development regarding oils and lubricants
is of great significance for the Company that is one
of the leaders in the region in this field. Constant
improvement of the product quality and imple-
mentation of innovations made it possible for the
brand NISOTEC to take the leading position at the
market in Serbia and to make a significant regional
step out. At the website of this brand - nisotec.rs,
the consumers may get familiar with entire assort-
ment of the NISOTEC products, they may obtain
detailed data on oils, lubricants and technical flu-
ids, and they can be advised on preparation of the
vehicles during the winter conditions. At the same
site, there is a map of sales locations available, as
well as a list of authorized distributors, recom-
mendations for selection of certain products.

Loyalty program “On the Road with Us” has been
developed by NIS in Serbia and other countries of
business for the purpose of rewarding of the con-
sumers’ loyalty. At the website sanamanaputu.
rs, the consumers may find out in what way they
can become the users of this program, how they
can collect and use the bonus points, as well as all
about the benefits of this card. Information on cur-
rent sales activities is also available on this site.

As a company which strives towards transparency
in informing of public on its activities and signif-
icant interaction with the consumers, NIS is also
present on the social networks: Facebook, Linke-
dIn, Twitter, You Tube and Instagram. Through the
profiles on the social networks, the visitors may be
informed in an interesting and innovative way on
NIS activities, they may participate in the Compa-
ny’s actions and they may become the winners of
valuable prizes. Furthermore, a two-way commu-
nication and interaction, which is achieved by NIS
with their followers at the social networks, is of
special importance for the Company.

The consumers may also communicate with the
Company by a free of charge call at the call-cen-
tre number 08 0000 8888, as well as by sending an
email to the address: office@nis.eu.

Providing information to employees and active
developing the corporate culture are essential to
meeting business objectives and improving busi-
ness operation. The Company uses various chan-
nels of information and a large number of tools for
promoting corporate values and key topics.

This includes providing timely, open and accurate
information to employees on all current topics.
These range from business results, development
plans, development and training of personnel,
safety at work to the social package and other em-
ployee benefits that directly affect the development
of the corporate culture.

Corporate print media, such as monthly and quar-
terly magazines and special supplements that are
printed with the magazine and other publications
are used to provide information to employees in
Serbia and the region.

Employees are also informed through electronic
media, most notably via the intranet portal, which
has more than 3,000 daily visitors. The intranet
portal of NIS received the special award for corpo-
rate communication for 2017 of the PC Press mag-
azine.

Other electronic channels include info mail and
various types of email notifications. Due to the
large number of employees working in the field
with limited access to e-mail, information boards
have been set up at more than 400 sites in Serbia to
provide information on current topics.

Two-way dialogue between management and em-
ployees is crucial for achieving high-quality and
transparent communication. In NIS, employee
feedback is delivered using various tools, either via
CEO meetings with first and second level manag-
ers or through meetings between employees and
management. Here, everyone has the opportunity
to openly discuss all important issues. Employees
can also direct questions to management through
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the section ""Questions to Management' in the cor-
porate media.

The existence and operation of "SOS Line for Busi-
ness Ethics" as a part of the "Feedback" program
prevents the violation of the Code of Business Eth-
ics and is of great importance for developing the
corporate culture. A special SOS telephone hotline
and e-mail address, allows employees to report
suspected violations of the Code, such as cases of
corruption, theft, threats, discrimination, mob-
bing, administrative offenses and situations that
endanger the health and safety of people. To fa-
cilitate the objective and timely resolution of re-
ports, all cases are checked by the coordinator for
implementation of the code of corporate ethics, as
an independent body. Decisions on alleged viola-
tions of the corporate code as well as on measures
to eliminate consequences and prevent repetition
of similar incidents, are taken by the board of cor-
porate culture and ethics. This is composed of rep-
resentatives from various organizational within
the Company.

SOS line is an internal channel of communication
through which the employees may be informed on
ethical norms of the Company and through which
they can report the unlawful and unethical activi-
ties, i.e. activities which represent violation of pro-
visions of the Business Ethics Code.

It is possible to contact the SOS line by the phone
calling 021/481 5005 as well as by electronic mail
to: soslinija@nis.eu. Besides this, a special phone
line and electronic mail address were introduced
for reporting of cases of corruption within the
Company (phone: 064/888 5888, email address:
dkz.ia@nis.eu).

In 2017, there were no determined cases of violation
of ethics and business conduct in the Company, re-
ported through the SOS line.
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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 Mil-
lennium Development Goals, while including new
areas such as climate change, economic inequali-
ty, innovation, sustainable consumption, peace and
justice, among other priorities. The goals are inter-
connected — often the key to success on one will
involve tackling 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 genera-
tions. They provide clear guidelines and targets for
all countries to adopt in accordance with their own
priorities and challenges. The SDGs are an inclu-
sive agenda. 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 pov-
erty, climate change and conflict.
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K.
Good Health
and Well-Being




Ensuring healthy lives and
promoting the well-being for all at

O

Physical and mental health care and
improvement, prevention of workplace
injuries and promotion of healthful
lifestyles are part of day-to-day

care of employees exercised by NIS.
We are strongly committed to the
provision of sporting opportunities as
well, so more than 2,000 employees
took part in recreation activities in
cities and dozens of sports i



24

Sustainable development goals

We are particularly proud of more than

200 employees representing the Compa-

ny in various competitions.

Adopting best practice and recommendations
from relevant organisations, preventive healthcare
forms the backbone of employee healthcare man-
agement system at NIS.

With a view to improving physical and mental
health, preventing workplace injuries and pro-
moting healthful lifestyles, the following activities
were implemented:

Organisation of medical examinations of em-
ployees

Monitoring, analysis and identification of mea-
sures to improve the health and well-being of
employees

Control and prevention of alcohol and drug mis-
use at work

First aid, emergency aid for injured or affected
employees and medical evacuation training
Smoking prevention campaign

Health improvement projects for employees eli-
gible for accelerated retirement

Awareness raising campaigns and other health
education activities

The company strives in various ways to raise em-
ployee awareness of the importance of health pro-

tection through mandatory corporate training
sessions, seminars, brochures, leaflets, videos and
other communication channels, carried out inde-
pendently or in concert with the Ministry of Health,
the Occupational Safety and Health Administration
and the Road Traffic Safety Agency.

A system has been introduced to monitor and anal-
yse absence from work due to sickness or workplace
injuries. Based on sickness absence records and an
analysis of medical examinations, employee health
profiles are created, targeted medical examinations
programmes and health promotion initiatives pro-
posed and educational campaigns, training and
seminars organised accordingly.

In order to promote health in the workplace, edu-
cational movies were made to advise employees on
reducing sedentary behaviour.

As part of the cardiovascular disease prevention
programme, the company set up automated ex-
ternal defibrillators in its business centres and
equipped more than 50 facilities with blood pres-
sure monitors, but also expanded the scope of
medical examinations to ensure early detection of
heart diseases.

The company provides educational campaigns
to employees on how to maintain good health at
different ages, presenting latest nutritional de-
velopments, educating them on early detection of
changes and cancers and organising lectures and
workshops on mental health aiming to prevent the
negative effects of stress on health.

One of the major aspects of the Company’s HSE
policy is the development of corporate sports and
provision of sports and recreation opportunities
to employees, to choose from a range of activities
arranged for by the Company. In 2017, over 2000
employees were engaged in recreation activities in
eleven cities and more than ten sports. We are par-
ticularly proud of more than 200 employees repre-
senting the Company in various competitions, both
local and regional, as well as in international corpo-
rate sporting events within Gazprom Neft Group in
Kyrgyzstan and Russia. They won nearly a hundred
medals and recognitions for their achievements as
NIS’ best recreational players in ten sports.
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Ensure inclusive and equitable quality
education and promote lifelong learning
opportunities for all

to this corporate programme, NIS has

become the first company to receive the

\ “Energy of Knowledge” is a source of
P" energy that best drives success; thanks

St. Sava Award presented by the Ministry

of Education, Science and Technology
) for contribution to education.
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For the fifth year running, the Company was
strongly committed to investing in the future by
awarding scholarships to top students for Serbia
and abroad through its “Energy of Knowledge”
programme and by working closely with higher
education institutions and science associations
in Serbia.

In January 2017 NIS became the first company to
receive the prestigious St. Sava Award, presented by
the Ministry of Education, Science and Technolo-
gy of the Government of the Republic of Serbia, for
contribution to education in Serbia and the "Energy
of Knowledge” programme.

In the domain of secondary education, NIS con-
tinued its cooperation with the Technical School
in Zrenjanin. Internship opportunities were pro-
vided to 60 students and realised at the Zrenjanin
Training Centre, production facilities and drilling
and workover rig sites. The Ministry of Education
selected NIS' internship model for high school stu-
dents as one of the initial models of dual education
in Serbia. In 2017, the first generation of 26 students
completed their three-year education as operators
of oil and gas plants. Fourteen students found em-
ployment in the Company, while four students are
in the process of employment. In 2017, a memoran-
dum of cooperation was signed with three second-
ary vocational schools in Pancevo, providing for a
refurbishment of classrooms for vocational classes
and the accreditation of a new curriculum aligned
with the Company's demand.

In order to promote natural sciences, NIS support-
ed and hosted three national knowledge Olympi-
ads in natural sciences (mathematics, physics and
chemistry) in cooperation with science associa-
tions in 2017. The Company teamed up with talent-
ed high school students representing our country
at prestigious international Olympiads in the above
fields with outstanding achievements: one gold,
nine silvers and five bronzes. The programme also
supported the finals of the Serbian robotics com-
petition at the University of Novi Sad and their
qualification for the European Robotics Competi-
tion in France.

In addition to the science Olympiads, special atten-
tion was paid to activities that help the affirmation
and popularisation of the Russian language in Ser-

bia. NIS organised its fifth Russian language Olym-
piad in collaboration with the Slavic Association
of Serbia, the Russian Centre of the Russian Peace
Foundation, the Russian Centre of Science and Cul-
ture “Russian House“ and the Russian School with
the Embassy of the Russian Federation. We contin-
ued to support bilingual education and the opening
of new bilingual Serbian-Russian classes in Serbia.
In January 2017, under the Together for the Com-
munity programme, a smart Russian classroom
was opened in the Svetozar Markovi¢ Grammar
School in NiS. In addition to five bilingual classes at
the Jovan Popovi¢ Elementary School in Novi Sad,
there are four more Russian-Serbian classes in the
Aleksinac Grammar School and three in the Jovan
Jovanovi¢ Zmaj Grammar School in Novi Sad. For
the purpose of ensuring professional training and
certification of Russian language teaching staff, NIS
continued to pursue cooperation with the “Russian
Home” and the Faculty of Education in Sombor,
University of Novi Sad. A memorandum of cooper-
ation was signed with the Grammar School in Pirot
with the aim of encouraging learning and develop-
ment of the Russian language. Also in 2017 we sup-
ported 25 students from two bilingual schools from
Serbia to join a camp run by the Artek International
Children's Centre in Crimea.

Aiming to improve the conditions for teaching and
learning and science and research activities, we
refurbished 29 computer classrooms and 20 labo-
ratories at schools and faculties across Serbia. Un-
der the Together for the Community programme,
a new physics lab was opened in the First Belgrade
Grammar School as well as the Park of Knowledge
and a science classroom in Nis. A modern oil and
petrochemical engineering laboratory was opened
in an official ceremony at the Faculty of Technolo-
gy of the University of Novi Sad in April.

We continued to foster strategic cooperation with
universities and faculties, both in Serbia and
abroad. A memorandum of cooperation was signed
with the Faculty of Economics of the University of
Belgrade to provide scholarship for one student for
international graduate studies “Economics and Fi-
nance” run in cooperation with the University of
London (London School of Economics - LSE). Also
in 2017, new memoranda on strategic cooperation
were signed with the Ministry of Education, Sci-
ence and Technology, the Faculty of Philology of the
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University of Banja Luka, Mihajlo Pupin Institute
in Belgrade and the Organization of Serbian Stu-
dents Abroad. We also continued partnerships with
educational institutions: Mihajlo Pupin Faculty of
Technical Sciences of the University of Novi Sad,
Technical School of Applied Sciences in Zrenjanin,
Faculty of Technology of the University of Novi Sad,
Faculty of Mining and Geology of the University of
Belgrade and University of Novi Sad.

To improve our partnerships in staff training and
joint projects, we intensified cooperation in knowl-
edge exchange with faculties. Thus in 2017 pro-
fessors from partnering institutions gave various
lectures to NIS' experts, who also gave a series of
guest lectures at the Faculty of Economics of the
University of Belgrade, Mihajlo Pupin Faculty of
Technical Sciences and the Faculty of Technology
of the University of Novi Sad.

In order to expand the current curriculum, NIS
ran a series of student internship programmes
and field visits to NIS, including a presentation on
NIS Group and business processes and a site tour
of its plants. In 2017, a second visit to NIS and the
Pancevo Oil Refinery was organised for 30 students
of the MBA programme of Yale University. Also, a
one-day visit to the New Compound in Zrenjanin,
Pancevo Oil Refinery and Jermenovci Qilfield was
organised for 76 students of the Oil and Gas Engi-
neering course of the Faculty of Mining and Geol-
ogy, University of Belgrade, 91 students from the
Department of Industrial Engineering in Oil and
Gas Exploitation of the Faculty of the Mihajlo Pu-
pin Faculty of Technical Sciences and 30 students
of the Oil and Petrochemical Engineering course of
the Faculty of Technology, University of Novi Sad.
In 2017, summer internship programmes were or-
ganised for 43 NIS' scholarship awardees from Ser-
bia and Russia, 42 students of the Mihajlo Pupin
Faculty of Technical Sciences, 12 students of “oil
faculties” from the Republic of Srpska and Bosnia
and Herzegovina, three students of the Faculty of
Mining and Geology, University of Belgrade, Geo-
physics Department and internship for students
of the Zrenjanin Technical School. The Energy of
Knowledge programme helped 14 students of the
first generation of the Industrial Engineering in Oil
and Gas Exploitation course of the Mihajlo Pupin
Faculty of Technical Sciences to start internship at
the Ukhta State Technical University.

In the academic year of 2016/2017, NIS had 43 schol-
arship contracts concluded with top students of tar-
geted faculties of the Universities of Belgrade and
Novi Sad as well as prestigious oil and gas univer-
sities from Russia. We are particularly proud of the
achievements of our scholarship awardee Andrija
Avramovi¢, a third-year student of Moscow-based
Russian State University for Oil and Gas “I. M. Gub-
kin” who received scholarship under “Energy of
Knowledge” and was announced the best foreign
student in the Russian Federation in 2017; Milan
Krstaji¢, one of the best students of the Trinity Col-
lege of the University of Cambridge; and Nebojsa
Obrknezev, the best master student of the Ukhta
State Technical University. In 2017, three of NIS’
awardees found employment with the company.

During 2017, NIS was represented on a series of
conferences on dual education in Serbia, which
were organised in collaboration with the Ministry
of Education, Science and Technology and the Ser-
bian Chamber of Commerce. NIS hosted the final
dissemination meeting of the BAEKTEL Tempus
project. Expert panel discussions and NIS' Day were
organised at the Mihajlo Pupin Faculty of Techni-
cal Sciences and the Technical School in Zrenjanin.
NIS was also represented on a project run by the
Faculty of Mechanical Engineering of the Universi-
ty of Belgrade called “Support to Increasing Youth
Employability“ through a coaching and mentor-
ing programme for students to gain basic business
skills. “Energy of Knowledge” and its scholarship
awardees took part in the second International Oil
and Gas Forum held at Moscow-based Gubkin Rus-
sian State University of Oil and Gas, and was also
presented at the largest youth festival in Sochi,
under the National Committee of Serbia, which is
supported by the Government of the Republic of
Serbia and the Ministry of Youth and Sports.

In December 2017, a panel discussion entitled “Sup-
porting Young Talents in Serbia - Mission Impos-
sible, Yes or No?” was staged to mark the fifth an-
niversary of “Energy of Knowledge" in cooperation
with the Exit Foundation, concluding that retaining
young experts and investing in their education are
the top priorities of Serbia as well as NIS.
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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

Creating a working environment in

which every employee can realise

their full potential regardless

of gender, race, nationality or
SE— religion, as well as preventing any
kind of discrimination and unjust

differentiation in how we treat
employees, job candidates, business
partners and customers are the
strategic priorities of NIS’ operation.
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NIS operates to the highest corporate re-

sponsibility standards and is committed

to the principles of business ethics, legal

compliance and observation of human

and labour rights.

The company provides an environment in which
every employee can demonstrate their full potential
and prevents any unjust differentiation between or
unequal treatment of employees, candidates, busi-
ness partners, suppliers, clients and other third
parties the Company cooperates with.

NIS operates to the highest corporate responsibil-
ity standards and is committed to the principles of
business ethics, legal compliance and observation
of human and labour rights. In business, it main-
tains high standards for a fair and safe work en-
vironment for all employees and all clients. The
company seeks to provide an environment which
unconditionally observes the human rights guar-
anteed by the Constitution of the Republic of Serbia
and confirmed by international anti-discrimina-
tion agreements and laws and the rights of em-
ployees guaranteed by the Labour Law, Collective
Agreement and company policies, all in accordance

with the UN Declaration on Human Rights and the
ILO Declaration on Fundamental Principles and
Rights at Work.

All business activities in NIS are conducted regard-
less of race, colour, origin, nationality, national
identity or ethnicity, language, religion or political
beliefs, gender expression, gender identity, sexu-
al orientation, property status, birth, genetic fea-
tures, health status, disability, marital and family
status, convictions, age, appearance, membership
in political, trade union and other organisations
and other real or assumed personal qualities.

Having recognised the importance of banning dis-
crimination in the field of labour and human rights,
NIS is especially devoted and committed to:

Providing equal employment opportunities for
all male and female job candidates;
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- Reviewing and evaluating job applications
regardless of candidates’ personal traits and
evaluating only job-specific competencies;

- Seeking only those qualifications and skills that
are directly related to specific duties;
Announcing vacancies by putting a special focus,
when appropriate, on motivating male and
female candidates from particularly vulnerable
groups;

- Using gender-sensitive/neutral language in job
advertisements, and

< Announcing vacancies in different accessible
formats and at places accessible to different
candidate groups.

In an effort to ensure an effective exercise of the
right to fair working conditions, NIS is committed
to informing every employee about their employ-
ment status in writing. In this respect, working
hours, annual leave, wages, benefits, etc. are har-

monised with applicable laws, by-laws and busi-
ness standards. The salary management system
in place is based on the principle of internal equi-
ty and external competitiveness and aligned with
the international job evaluation methodology, thus
reducing the possibility of discrimination in the
workplace. NIS supports the freedom of association
and collective bargaining and cooperates with the
representative trade union.

If discrimination in the workplace is suspected,
employees can contact their line manager, HR
business partner of their respective organisation-
al unit or SOS line (soslinija@nis.eu) and submit
all relevant evidence that can point to the exis-
tence of discrimination. After all documentation
is collected, it is referred to the labour law team
to inform the authorities, after consideration on
the grounds of the complaint and potential further
actions as needed.
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Clean Water
and Sanitation




Ensure availability and sustainable
management of water and sanitatic
for all

‘ ’ Continuous improvements in
/_\/ wastewater treatment are not only
aimed at ensuring compliance
with domestic and European
regulations, but also form a
fundamental commitment of
NIS' environmental policy.
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In 2017, fourteen new separators for oily

wastewater treatment were installed atfilling

stations and five separators were replaced

during the construction of new filling stations

upon demolition of the existing ones.

Year 2017 saw a continuation of water consump-
tion rationalisation efforts, taking into account
the use of least sensitive water intakes, monitor-
ing of groundwater and effluent quality prior to
discharge, establishment and improvement of the
efficiency of wastewater treatment plants, reuse
of condensate recovery at the Pancevo Oil Refinery
and injection of fully separated formation water
during oil exploitation.

The precondition for a strategic wastewater man-
agement is to look at all generating processes in
terms of quality and quantity, the existing and
missing wastewater treatment plants and recip-
ients of effluent on discharge. To this end, the
Analysis of Wastewater Treatment Plants/Equip-
ment at NIS j.s.c. was completed in 2017 and the
demand was reviewed for constructing new plants

and reconstructing or optimising the existing
plants in order to meet legislative requirements of
water preservation and environmental protection.
The study covers all organisational units and pri-
oritises future activities with a view to improving
the current situation and meeting both domestic
and European legislation in this field.

In 2017, fourteen new separators for oily waste-
water treatment were installed at filling stations
and five separators were replaced during the con-
struction of new filling stations upon demolition
of the existing ones. This led to a total of 300 sep-
arators (at 89% of the filling stations), with plans
to install another 34. A coalescer was installed at
the new compound in Zrenjanin and a wastewa-
ter treatment plant put into operation at the Novo
MiloSevo landfill.
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Affordable
and Clean
Energy




Ensure access to affordable, reliabl
sustainable and modern energy for

NIS' energy policy is based on a carefully
designed development and investment
concept that promotes energy efficiency

in all production processes, ensures the
conservation of natural resources and
investing into renewable energy sources.
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The energy policy pursued by the Company is pri-
marily based on energy management, carefully
designed development and investment concept en-
tailing energy efficiency increase in all production
processes, plants and facilities, reducing energy
costs and increasing the Company’s competitive-
ness while reducing greenhouse gas emissions and
preserving natural resources. Being a part of the
energy management system (EMS) of the Repub-
lic of Serbia, by managing energy systematical-
ly and in compliance with international standard
ISO 50001, the Company rationalises energy use
and consumption in order to successfully meet the
statutory requirements placed before it.

By implementing the Programme (3-year plans)
and the Action Plan (a detailed annual plan of
measures and expected effects), the Company in-
creases its energy performance, especially in the
areas of significant energy consumption (refining,
energy generation, oil and gas exploration and
production).

The system of energy consumption monitoring and
analysis and a corresponding staff training system
that is in place and provision of information across
the board facilitate operational management of the
energy systems and decision-making in relation to
energy management. The Company's energy per-
formance is monitored and analysed through a set
of energy indicators, the trend of which has been
followed since 2013.

The Company's development policy and modern-
ization of all business segments are centred on the
application of best global practices in this field. NIS'
strategic investment decisions are focused on the
Bottom of the Barrel Project with a delayed coker
unit, which will maximise white product output
increase while maximising the optimization of all
costs, primarily the energy costs.

The joint project of NIS and Gazprom Energohold-
ing for the construction of a gas-fired combined
cycle power plant in Pancevo with a capacity of over
140 MW is slated to ensure reliable supply of ther-
mal energy to the Refinery at acceptable cost and
with minimum negative impact on the environ-
ment. This Combined Cycle Power Plant in Pancevo
will also have sufficient capacity to place signifi-
cant quantities of electricity on the market. Elec-

tricity sales in 2017 went up by almost 15% com-
pared to the 2016 sales level.

Associated gas, previously flared due to non-com-
pliance with the quality requirements for feed-
ing into the gas network, has been in use as a fuel
source in the cogeneration plants since 2013. Today,
there are cogeneration plants at nine locations and
their total installed capacity exceeds 14 MW. These
cogeneration plants managed to reduce the cost of
procuring fuel for infrastructure facilities and al-
lowed NIS to be present on the electricity market
since 2014.

In addition to the rationalisation of energy and
optimal use of natural resources, one of the high-
lights are gas monetisation projects, namely the
construction of compressed natural gas plants for
wholesale opened in Pali¢ and in the Ostrovo gas
field near Pozarevac. This allowed for supplying
this energy product to industrial consumers that
are not part of the gas infrastructure and that are
fired by coal or heavy fuel oil.

With respect to renewable energy sources, NIS con-
tributes to meeting the Republic of Serbia’s 2020
target of 27% gross final energy consumption from
renewable sources.

NIS is particularly devoted to promoting renewable
sources of energy, primarily geothermal energy.
NIS develops renewable energy sources and utilis-
es geothermal resources by carrying out projects
that are aimed at expanding geothermal capaci-
ties. In recent years, the industry has significant-
ly increased the use of geothermal energy to heat
buildings, sanitary water, indoor and outdoor pools,
greenhouses, etc. The use of geothermal energy al-
lows for reducing purchasing costs of fuel for heat-
ing gas facilities and ensures NIS presence in the
Serbian energy market. The renewable energy proj-
ects, geothermal energy projects, significantly in-
crease energy efficiency. The aim of the programme
is to introduce energy rationalisation and energy
efficiency increase into practice and to implement
new technologies to reduce energy consumption.

Particular emphasis should be given to NIS' share
in the development of a wind power generation
project. NIS has teamed up with partners to finance
and participate in the PlandiSte Wind Farm project
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encompassing the construction of a wind generator
of nearly 100 MW of power and with an annual out-
put of up to 290 GWh.

In line with the requirements of the European
Union and the Energy Community, our company
is ready to blend biofuel with top-quality Euro 5
quality diesel. This project was completed and test-
ed in the Pancevo Refinery two years ago. Prepa-
rations for blending of bio-components in Euro 5
motor gasoline have also started.




8
Decent work
and economic
growth



mote sustained, inclusive and
tainable economic growth, full
nd productive employment and
decent work for all

_|_ NIS’ recognition as one of Serbia’s
most attractive employers stems

from its continual care to ensure

a suitable work environment, its

professional development and

‘ ‘ benefits it provides to employees.
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NIS Group is one of the biggest employers in

Serbia and the region, hiring around 11000

employees from 20 countries around the

world. NIS is recognised as one of the most

attractive employers in the labour market. As

a leader in the regional energy market, NIS

strives to make its employees leaders too in

their respective fields, able to meet all the

demands of the modern business.

NIS Group is one of the biggest employers in Ser-
bia and the region, hiring around 11000 employees
from 20 countries around the world. NIS is rec-
ognised as one of the most attractive employers in
the labour market. As a leader in the regional ener-
gy market, NIS strives to make its employees lead-
ers too in their respective fields, able to meet all the
demands of the modern business.

To this end, NIS invested 196 million dinars in the
development of knowledge, skills and competen-
cies of employees in 2017 alone. NIS’ principal goal
is to create an environment that allows them to
fully develop.

During 2017, NIS Corporate University continued
to build up a system of continuous learning, im-
provement of managerial and leadership skills and
competencies in line with global standards. Blend-
ed learning, which combines classic in-class train-
ing with modern tools and methodologies such as
e-learning, workshops, sessions and business sim-
ulations, has helped to fully align the development
activities with the actual needs of employees.

Corporate University programmes were attended
by more than 1,500 employees, from department
directors to specialists, in 2017.
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Leadership programmes follow employees on
their career paths from their current position up
the career ladder. In 2017, the Corporate Universi-
ty focused on increasing the scope of training and
covering more employees by the curriculum every
year. Each training course is custom-made in co-
operation with renowned business schools from
the country and the region, training and devel-
opment partners and leading lecturers. This ap-
proach brings many benefits, from bespoke train-
ing courses through organisational level-specific
programmes, introduction of recognised training
methodologies to certification.

At the same time, the company continues to develop
a coaching and mentoring culture through training
courses certified by world-renowned organizations.

NIS promotes the freedom of association and col-
lective bargaining and a new Collective Agreement
for NIS employees was signed in 2017, allowing
the Company to maintain its position among the
leaders in Serbia and the region with the severance
package and benefits it provides to employees. With
the new Collective Agreement, NIS managed to
maintain the position of an employer with the Col-
lective Agreement that serves as a model for other
employers to look to.
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Build resilient infrastructure,
promote inclusive and sustainable
industrialization and foster

[ [
innovation
\ / With rapid advancement of technology
N / in the world today, NIS builds its
development on across-the-board
- \la n)]— innovation, modern technologies and

digitalisation of business processes.
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The modernisation of refining capacities in

Pancevo is one of the key strategic projects

of NIS, aiming to achieve business effects,

but also to bring environmental benefits to

employees and the community.

NIS’ position of a market leader rests on its con-
tinual introduction of innovative technologies, use
of state-of-the-art equipment and processes in all
business segments, from oil and gas exploration
to HR management, and on-going improvement of
the quality of products and service delivery. As a
responsible company that puts the customer first,
NIS makes constant efforts to deliver advanced
product and clean energy to the Balkan region,
while reducing adverse environmental impacts. For
this reason, the use of modern technologies is NIS’
top priority in all segments of operation.

The modernisation of refining capacities in Pance-
vo is one of the key strategic projects of NIS, aiming
to achieve business effects, but also to bring en-
vironmental benefits to employees and the com-
munity. A capital project under the second stage of
modernization of the Pancevo Refinery is the Bot-
tom of the Barrel project, namely the construction
of a delayed coking unit planned for completion by
end-2019. With the completion of this project worth

over 300 million euros in investments, the Refin-
ery in Pancevo will become one of the most modern
refineries in Eastern Europe. The new unit will in-
crease the depth of refining to above 95%, which is
in the range of the world's top refineries. This also
means ending the production of heavy fuel oil with
high sulphur content, while increasing the pro-
duction of highest quality gasoline and diesel and
liquefied petroleum gas. The new plant will bring
coke, which is currently imported, into the Pancevo
Oil Refinery’s product basket. The main environ-
mental aspect of the project is that fuel that causes
significant sulphur emissions into the atmosphere
will no longer be available on the Serbian market.
Also, emissions of particulate matter will be fur-
ther reduced, while the Refinery’s energy efficiency
and process safety will be upgraded.

One of the Company's activities is the proj-
ect “Modernisation and Reconstruction of Tank
Farms in Nis, Novi Sad and Smederevo.” The
project covers the upgrade of NIS storage capac-
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ities to achieve reduction in operating costs and
loss of petroleum products, process automation
and higher operational efficiency. The project will
increase the level of process safety and environ-
mental protection and reduce exploitation risks in
accordance with the regulations of the Republic of
Serbia and EU directives.

One of the priorities of NIS is the construction of
Combined Cycle Power Plant (so-called “TE-TO”)
within the Pancevo Oil Refinery. In coopera-
tion with Gazprom Energoholding, NIS signed an
agreement for the TE-TO construction project with
Shanghai Electric Group in 2017, an investment of
180 million euros. This new green plant is planned
for commissioning in 2020. The project covers the
construction of a cogeneration station that com-
bines the steam and gas technologies into one,
while also producing electrical and thermal ener-
gy. This is currently the best technology in terms
of energy efficiency and environmental perfor-
mance. Electricity will primarily be used to meet

the Refinery’s growing demand, while the remain-
ing volumes will be fed into Serbia’s distribution
system, which will be an additional contribution
of NIS to the energy stability of the country. The
plant will have an annual output of around 1,400
GWh, which is sufficient for an annual supply to
230,000 average households.

The key to NIS’s further development is new tech-
nologies and digitisation of production process.
This will allow the Company to respond to the chal-
lenges of the modern market, where new emerging
technologies rapidly change customer habits. One of
the major upcoming projects is a digital transfor-
mation of the business so NIS will start develop-
ing the Digital Transformation Concept in 2018. As
for specific projects, NIS has already digitised the
complete database of drilling data, accelerating an-
alytics multiple times. In addition, the introduction
of new technologies will be one of the ways for the
Company to attract young experts, who will become
a resource base for NIS’ further development.
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Make cities and human settlements
inclusive, safe, resilient and
sustainable

Turn business success into general
prosperity, support community
development

NIS’ strategic commitment in the
corporate social responsibility
segment is focused on development

- | | of communities in which Company
: \ [ operates, supporting young talents
I and promoting true values in society.
\ In 2017 more than 370 million
<|> dinars were invested in socially
responsible projects across Serbia.
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Being one of the largest companies in Serbia, NIS is
fully aware of its responsibility towards the com-
munity it operates in. Thus it strives to translate
its good business results into energy for positive
change. NIS’ social responsibility concept is not
only a part of the corporate strategy, but rather a
demonstration of the firm commitment of all em-
ployees to contribute to the overall progress of the
society. Under the slogan “Future at Work” NIS
supports the development of culture and sports,
promotes healthful lifestyles, works to improve the
quality of educational infrastructure cooperating
with science and educational institutions, strives
to improve living conditions in local communities
and supports talented individuals to fully develop
their talents.

NIS has played a leading role in socially respon-
sible investing in Serbia for years. Over 370 mil-
lion dinars were invested into socially responsible
projects across Serbia in 2017 alone. NIS strives to
promote genuine values and has a tradition of sup-
porting the development of theatre and children's
arts, affirmation of the culture and art of the Bal-
kan region and young talents. Furthermore, NIS
contributes to the development of infrastructure
in this area by supporting the refurbishment of a
part of the Children's Cultural Centre in Belgrade.
In order to support youth arts and the development
of modern arts, NIS financed the creation of a mu-
ral in downtown Belgrade entitled “Green City -
New Energy.”

Furthermore, NIS supports the development of
sports infrastructure across Serbia with a view
to providing a wide number of citizens with free
sporting opportunities, which is a majorly import-
ant aspect of the health of the nation. In this area,
NIS is particularly focused on supporting youth
development and organises various events that
popularise sports and healthful lifestyles among
children. One of these campaigns is NIS' free tennis
school run in collaboration with the Serbian Tennis
Federation. NIS also wants to highlight the signifi-
cance of fair play and tolerance and thus joined the
campaign “Sports against Violence” covering more
than 30,000 children across Serbia.

With respect to the popularisation of science
among youth and creating better conditions for
young scientists in Serbia, NIS’' efforts include

support to the Petnica Science Centre, one of the
key science and education institutions that has
spawned many talents in the region. In pursuit of
its policy that investing in education means in-
vesting in the future, NIS has been one of Petni-
ca’s most significant partners since 2009 and apart
from financial support and support in purchasing
cutting-edge equipment for young scientists, ex-
perts from the Company hold lectures at seminars
run by this institution.

It is also important to highlight that NIS’ employees
are massively involved in philanthropic and char-
itable campaigns aimed at supporting vulnerable
categories and raising environmental awareness.
Seven volunteer initiatives were undertaken in 2017
involving NIS employees. In addition to on-going
cepomdoosmeha.org.rs initiatives, employees and
top managers joined the initiatives to refurbish
a part of the Botanical Garden, to clean the buro
Strugar Park in Belgrade and part of the Deliblato
Sands and streams of Fruska Gora. NIS’ employees
also dedicated their time to the children housed
in the Veternik Centre and helped prepare New
Year's gifts for children on treatment at the TirSo-
va Children's Clinic and the Children's Hospital in
Novi Sad, as well as for those housed in the Cen-
tre in Zvecanska Street in Belgrade. The Company
CEO and other senior managers also helped pack
the holiday gifts for the youngest. NIS' employees
initiated a fundraising campaign for the Company
and its customers to collect funds to purchase mod-
ern medical equipment for Novi Sad-based Institute
for Child and Youth Healthcare of Vojvodina. In this
way the Company continued to support medical in-
stitutions of vital importance for the society, having
previously provided funds for the TirSova Universi-
ty Children's Clinic in Belgrade. In addition to this,
NIS made a donation to the Centre for Protection
of Infants, Children and Youth in Belgrade and thus
continued its long-established tradition of support-
ing vital public institutions on employee initiative.

NIS is particularly proud of its collaboration with
the eleven communities in Serbia, on-going since
2009. This partnership that is growing every year
has so far yielded more than 900 successful proj-
ects worth in excess of one billion dinars. These
projects helped to significantly improve living con-
ditions for the people of Belgrade, Novi Sad, Nis,
Cacak, Zrenjanin, Pancevo, Kikinda, KanjiZa, Novi
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Bedej, Srbobran and Zitiste. In 2017, corporate so-
cial responsibility programmes focused on capi-
tal projects with a long-term impact on the entire
community. NIS thus supported the implementa-
tion of 42 projects worth 110.5 million dinars in five
areas - sports, culture, ecology, science/education
and public health and social services. In line with
the cooperation goals, a survey of local commu-
nities and strategic plans, up to five projects of
key importance for the wider community were fi-
nanced under a tender in each city or municipali-

ty. For each community, three areas were selected
for stakeholders to apply. In this way, NIS supports
the construction of playgrounds, reconstruction of
key institutions and facilities and improvement of
sports infrastructure, creating better conditions
for young artists, strengthening educational and
scientific infrastructure and promoting communal
development. By implementing these projects, NIS
demonstrates its commitment to applying its busi-
ness success to bring about positive social change
and overall progress too.
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Sustainable development goals

NIS has invested more than 12.78 billion

dinars in environmental projects since 20009.

Atotal of 479 million dinars were allocated for

this area in 2017 alone and the environmental

aspects of the Company’s operations were

aligned with best global practices.

Crude oil production and processing involves com-
plex processes that pose a great environmental
challenge. In order to minimize the impact of our
activities on the environment, it is necessary to
identify the sources of pollution, types and quanti-
ties of pollutants in the environmental media - air,
water and land - and their pathways and conse-
quences to the ecosystem (the biotope and bioceno-
sis) at our operational sites and their impact zones.

Year 2017 was declared the Year of Ecology at GPN
and NIS joined this initiative implementing activ-
ities aimed at reducing and mitigating the nega-
tive impact of process plants on the environment:
through remediation of contaminated land and
polluted water resources, by positioning as a so-
cially responsible company through intensified co-

operation with local governments and state bod-
ies, by educating employees, contractors and local
communities and raising their awareness in the
field of environmental protection.

In addition, NIS has invested more than 12.78 bil-
lion dinars in environmental projects since 2009. A
total of 479 million dinars were allocated for this
area in 2017 alone and the environmental aspects of
the Company’s operations were aligned with best
global practices. Total surface of remediated land
restored to its original condition through applied
measures is 13 hectares. Also, all drilling rigs used
by NIS in 2017 were equipped with the “dry loca-
tion” system (metal and concrete pools serving for
disposing waste mud generated while drilling).

2017 also saw the introduction of practice of cover-
ing drilling sites with PVC foil to prevent negative
process impact on the environment — land and un-
derground water.

Furthermore, responsibility in resource manage-
ment is one of the underlying principles of the
Company's operation. NIS will continue to make
significant investments in exploration and pro-
duction in order to maintain its production indica-
tors and an upward trend of hydrocarbon reserves
growth. In 2017, NIS Exploration and Production
produced a total of 1,385 million tons of oil and gas
equivalent while increasing hydrocarbon reserves.
While exploring for new oil and gas reservoirs,
seismic acquisition was completed at the explo-
ration areas of Juzni Banat I, Turija III and Mor-
ovi¢ and the Juzni Banat II project was launched.
In foreign concessions, it is particularly important
to highlight the completion of drilling of Teremia
1000 with a promising outcome.

In 2017, the Pancevo Oil Refinery became the first
energy facility in Serbia to receive the IPPC li-
cense, the most important document in the field of
environmental protection an operator can obtain.
Thus the Pancevo Oil Refinery was ranked among
Europe’s first-rate producers and recognised as a
relevant factor for ensuring controlled environ-
mental conditions. Also, the license obligates the
Refinery to continue to manage responsibly all of
its activities and to invest substantially into en-
vironmental protection by applying best available
techniques (BAT).
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Take urgent action to combat
climate change and its impacts

In 2017, The Pancevo Oil Refinery
became the first energy facility in
the Republic of Serbia to obtain the
IPPC license, which proves that the
production process in the Refinery
is entirely aligned with the highest

domestic and European standards in
/ the area of environmental protection.
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Sustainable development goals

One of the goals in 2017 was to define a

methodological framework for the assess-

ment of environmental risks as an across-

the-board basis for risk identification, as-

sessment and ranking.

One of the goals in 2017 was to define a methodo-
logical framework for the assessment of environ-
mental risks as an across-the-board basis for risk
identification, assessment and ranking.

To reduce negative impacts from operations on air
quality at plants and in the impact zones, on-go-
ing projects were continued and some new pro-
jects launched. The Pancevo Oil Refinery complet-
ed its ejector gas scrubbing project at the Vacuum
Distillation Unit, aiming to reduce SO2 emissions
into the air. Also, to ensure continuous monitoring
of pollutant emissions into the air, a project was
launched to install a CEMS at the Hydrogen Unit
and it will greatly help not only to obtain accurate
data on the volume of these emissions, but also
allow for taking timely action to maintain proper
operation of the unit.

In order to ensure compliance of the plants with
the Industrial Emissions Directive 2010/75/
EC and more stringent air pollutant emission
limits, the Pancevo Oil Refinery developed a
plan for harmonising the existing plants with
future requirements, there are plans to install
Low NOx burners on process furnaces, amine
scrubbers on the Atmospheric Distillation Unit
II, EC filters at the FCC Unit as well as some
other measures.

With the reconstruction of roofs on motor gaso-
line tanks and the installation of fixed roofs with
a floating aluminium membrane, vapour recov-
ery units at petroleum product reservoirs and
systems for petrol vapour recovery from under-
ground tanks and vehicle tanks at filling stations,
efforts have already been made to ensure compli-
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ance with the requirements of the VOC Petrol Di-
rectives (94/63/EC, 2009/126/EC and 2014/99/EU)
Petrol Vapour Recovery Stage I and II.

Furthermore, the very nature of feedstock we
use and finished products (motor fuels, oils and
lubricants, bitumen and other special products)
and technological processes inevitably lead to
the presence of hydrocarbons in wastewater.
The techniques applied in the treatment of oily
wastewater classify NIS as an environmentally
responsible company and have a significant role
in creating our Company’s image of a leader in
environmental protection in our country. The
wastewater treatment plant at the Novo MiloSevo
landfill is currently in the trial operation phase
and the installation of separators at filling sta-
tions is on-going.
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Sustainable development goals

NIS’ environmental action and performance

are continually upgraded with a view to rais-

ing environmental awareness of individuals

and the entire community.

Responsibility towards water resources is crucial
for NIS’ environmental efforts and investing in
environmental protection is one of the Company’s
main priorities. NIS is committed in this area and
carries out various projects to ensure strict com-
pliance with highest environmental standards, ef-
ficient and responsible use of available resources,
energy efficiency increase and use of renewable en-
ergy. NIS’ environmental action and performance
are continually upgraded with a view to raising en-
vironmental awareness of individuals and the en-
tire community.

To mark the World Environment Day, an environ-
mental campaign for cleaning the streams of Frus-
ka Gora was organised at the Fruska Gora National
Park on 5 June. A campaign entitled “A Day at Work
for Nature* attracted nearly a hundred representa-
tives of NIS, Provincial Secretariat for Urban Plan-
ning and Environmental Protection, public utility
“Nacionalni park Fruska Gora“ and Provincial In-
stitute for Nature Conservation, who joined forces
to clean up the areas of the Rakovac, Dobocas and
biros Streams. The campaign was aimed at raising
environmental awareness towards a more responsi-
ble attitude towards the environment, waterways in
particular, given the fact that the streams of Fruska
Gora present important ecological corridors linking
Fruska Gora with the rivers of Sava and Danube.

Care for biodiversity means care for the future, be-
cause endangerment of plant and animal species
and their habitats by man undermines the pur-
pose of industrial development and urbanization.
NIS conducts exploratory works, exploits oil, gas
and thermal water and sells petroleum products in
11 business facilities located near protected natu-
ral assets — Perdap National Park, special natural
reserves (Deliblato Sands, Okanj Lake, Meadows of
Great Bustard near Mokrin, Koviljsko-Petrovara-
dinski Rit), Pali¢ Nature Park, nature monuments
(Junakovi¢ Park Forest and city garden in Zrenja-
nin), strictly complying with the requirements of
the competent institutions (Institute for Nature
Conversation of Serbia and Institute for Nature
Conservation of Vojvodina Province).

In 2017, remedial action was continued at histori-
cal contamination sites as well as agricultural land
restoration and elimination of the risks of pollution
of land, groundwater and air. A total of 14 prima-
ry mud pits and one drainage pit at the Jermenovci
dispatch station on a surface area of 11,740 m? were
remediated. This marks the completion of remedi-
ation of a total of 186 primary mud pits and one
draining pit and the total surface area of remediat-
ed land increased to 131,105 m?>.
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Promote peaceful and inclusive
societies, provide access to
justice for all and build effective,
accountable and inclusive
institutions at all levels

NIS is committed to improving the
legislative framework and consistent
enforcement and harmonisation
with highest international

standards in an effort to help

develop the business culture and

safeguarding customer interests.
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Sustainable development goals

Being a socially responsible company founding
its business activities in strict compliance with
the law, NIS strives to give its full contribution to
upgrading the legislation in the countries it op-
erates in and harmonisation with international
standards. The aim is to create equal conditions
for all market players and to protect the custom-
er by regulating product quality standards and
improving environmental aspects. NIS was thus
committed to improving the regulations on the
marking and quality assurance of petroleum prod-
ucts, the amendment of which also helped com-
bat the grey market. The fuel marking obligation
in Serbia is prescribed by the Law on Energy, and
the marking process is more closely regulated by
the Fuel Marking Regulation. The procedure was
introduced with the aim of harmonisation with EU
regulations and preventing fuelling outside of reg-
istered filling stations.

The programme of marking unleaded motor fuel
and diesel motor fuel started on 1 February 2014,
while marker inspections of filling stations start-
ed from 1 August 2014. In mid-October 2015, the
marking of fuel was extended to cover liquefied
petroleum gas.

The technological nature of inspections, findings
of on-site marker controls and the powers of the
Market Inspection Authority in the marking pro-
cess allow for withdrawing substandard petroleum
products from the market, which significantly re-
duces the volume of illegal trade in the oil sector.

According to reports issued by the Ministry of
Trade, Tourism and Telecommunication of 4 Feb-
ruary 2015, 29 January 2016, 31 January 2017 and 31
January 2018, the following data can be found in the
sections of reports by the Market Inspection Sec-
tor on the control of presence and concentration of
markers in petroleum products based on the con-
trol of samples conducted in the period 2014-2017:

Number of Number of Percentage

Period controlled inadequate of inadequate
samples samples samples

01.08.-31.12.2014. 2,782 30 11 %
01.01.-31.12.2015. 6,862 41 0.6 %
01.01.-31.12.2016. 6,527 66 1.0 %

01.01.-31.12.2017. 5,825 103 1.8 %
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The introduction of marking and inspection of pe-
troleum products have considerably increased rev-
enues from the excise duty on petroleum products.

According to the Public Finance Bulletin for De-
cember 2017, the government’s Consolidated Bal-
ance Sheet shows that the total revenues from pe-
troleum product excise duty in the budget of the
Republic of Serbia for 2014-2017 are as follows (in
million dinars):

2014 2015

It should be noted that in addition to the increased
collection of excise duties, consequently there is an
increase in the VAT on the basis of increased trade
in petroleum products.

NIS will continue to contribute to achieving a bet-
ter business environment in Serbia and the regional
countries and to highlight the necessity of unhin-
dered and full enforcement of current regulations.

2016 2017

121,332 127,371

143,933 147,821

.4
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GRI Disclosures

GRI Disclosures

General Standard
Disclosures

G4-1 Statement from the most senior
decision-maker of the organization................ 4

G4-3 Name of the organization.............coccveveenee. 132
G/4~4 Primary brands, products, and services........ 8

G4-5 Location of the organization’s
headquarters.......ccoecoeevmrecmrverreerirnrisnserenens AR* 20

G4-6 Number of countries where the
OIganization operates.............een. AR* 20

G4-7 Nature of ownership and legal form.... AR* 20
G4-8 Markets Served.........oceeeveeveverecrenrersennnn. AR* 20
G/4-9 Scale of the organization ..o AR* 6

G/4-10a. Total number of employees by
employment contract and gender ............. 96

b. Total number of permanent employees
by employment type and gender............... 96

c. Total workforce by employees and
supervised workers and by gender............ 96

d. Total workforce by region and gender..... 96

e. Report on whether a substantial portion
of the organization’s work is performed
by workers who are legally recognized
as self-employed, or by individuals
other than employees or supervised
workers, including employees and
supervised employees of contractors...... 96

f. Significant variations in employment
NUIMIDETS. ...ocooiircirniieiierienieciisecsieeeieseaserisens 96

G4-11 Percentage of total employees covered
by collective bargaining agreements......... 110

G4-12 Organization’s supply chain ... 77

G4-13 Significant changes during the
Ie€POItING PEriod.....c.coecuveueveeevinerirecrirecieeeinecees 12

G/4-14 Whether and how the precautionary
approach or principle is addressed
by the organization ..........ccoeconecnnecen. AR* 34

G/4-15 Externally developed economic,
environmental and social charters,
principles, or other initiatives to which the
organization subscribes or which
U S) 0T 0) 4TI RN AR* 84

G4-16Memberships of associations and
national or international advocacy
organizations in which the organization:
Holds a position on the governance body,
Participates in projects or committees,
Provides substantive funding beyond
routine membership dues, Views
membership as Strategic .........coowovevereeerreeennee 15

G4-17 a. List all entities included in the
organization’s consolidated financial
statements or equivalent documents....... 12

b. Report whether any entity included
in the organization’s consolidated
financial statements or equivalent
documents is not covered by the report...12
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G4-18. a. Process for defining the report content
and the Aspect Boundaries.........ccc.ccooeun.... 12

b. How the organization has implemented
the Reporting Principles for Defining
Report CoONtent......ccoveueeveeeuvceireerreerrenenennes 12

G/4-19 Material Aspects identified in the process
for defining report content............cocoveveenece. 13

G/4-20 Aspect Boundary within the
OIZANIZALION ..oovvreercerecireireieieeieeinee .13

G/4-21 Aspect Boundary outside the
(0) 2=V 122118 () § SRR 13

G422 Effect of any restatements of information
provided in previous reports, and the
reasons for such restatements..................... 12

G4-23 Significant changes from previous
reporting periods in the Scope and Aspect
BOUNAATLIES. ...t 12

G4-24 List of stakeholder groups engaged
by the organization. .......cccoeeoveernecnscinevennece 15

G4-25 Basis for identification and selection of
stakeholders with whom to engage.............. 15

G4-26 Organization’s approach to stakeholder
ENZAZEIMENLE .....oovieerreereceeeeeesseeeesseeessseeesseesesnees 15

G4-27 Key topics and concerns that have been
raised through stakeholder engagement,
and how the organization has responded to
those key topics and concerns...........c.c.coc...... 13

G/4-28 Reporting period for information
PIOVIAEd ... 12

G4-29 Date of most recent previous report ........... 12
G£4-30 RepOrting CYCle ......ooveovvenrverreerererereeeeernsiesesenne. 12

G4-31 Contact point for questions regarding the
report Or itS CONLENLS .....cccvevveerveereererrrerrrennnn. 132

G/4-32 a. Report the ‘in accordance’ option the
organization has chosen........c.ccovonvveenne. 124

b. GRI Content Index for the chosen option
(see tables below) ..........coowwcvrrerrrerreerrrerneens 124

c. Reference to the External Assurance

G4-33 a. Organization’s policy and current practice
with regard to seeking external
assurance for the report........cccoevevevennn. 124

b. Scope and basis of any external
assurance provided........ccooeeerirrrrrenens 124

c. Relationship between the organization
and the assurance providers .................. 124

d. Highest governance body or senior
executives involvement in seeking
assurance for the organization’s
sustainability report.........ccoeevreerrirnrennce 124

G4-34 Governance structure of the organization,
including committees of the highest
governance body ........cooveneeenecrneinecens AR* 84

G4-56 Organization’s values, principles, standards
and norms of behaviour such as codes of
conduct and codes of ethics........ccocvvurenne.. 10

* 2017 NIS Annual report
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EC 1 Direct Economic Value Generated and Distributed

Distributed economic value in thousand RSD 2016 2017
Directly generated value 193,591,952 236,087,804
Dlsmbutedeconommvalue .................................................................................... 176)810)679211’600)427 .....
Operating costs 148,299,864 179,931,250
Employee earnings and other remuneration 18,301,051 18,761,914
Interestonrecewedloans7’100’837 ....................... 6’865’850 ......
Taxes*2,880,6355’829)036 ......
Investments in the community ** 228,292 212,377
Increase in the economic value of the Company 16,781,273 24,487,377

* Indirect taxes are not included in the given amount.

** On the basis of official financial statements, the amount of investments in the community for 2016 has been corrected.

EC 2 Financial implications and other risks and opportunities for the
organization's activities due to climate change

The Climate Change Week was celebrated as part
of preparations for ratification of the Paris Agree-
ment on UN Framework Convention on Climate
Changes, in the period from 15" May to 16 June.

This year, the “National Week of Fight against
Climate Changes” with participation of our
mother company was held in the Russian Fed-
eration. Our Company celebrated the “Week of
Climate Changes” through various activities: the
employees were acquainted with the terminology
related to climate change through preparation of
a Glossary of expressions from the field of climate
change, through printing of leaflets and publish-
ing of a text on the Intranet Portal whose topic

were the climate changes and energy efficiency,
as well as through organization of a Workshop
with the energy efficiency and climate changes
topic with participation of representatives of the
Climate Changes Department of the Ministry of
Agriculture and Environment Protection of the
Republic of Serbia, as well as the relevant ex-
perts and employees from various organization-
al units of the Company. The most important EU
legal regulations from this field, Chapter 27 and
climate changes, Project EU MiReCOL — imple-
mentation results (2014-2017), Amine Production
Unit — CO, separation from natural gas and ener-
gy efficiency in our Company, were presented at
the Workshop.



2017 Report on Sustainable Development

EC 3 Coverage of the organization’s defined benefit plan obligations

The Company calculates obligations related to sev-
erance and pension payments to the employees and
for jubilee awards.

EC 4 Financial assistance received from government

Financial assistance received form government

Program 2017

Agreement on the establishment of mutual rights and obligations in the implementation
of the programs and measures of the active employment policy under the NIS Chance 32,922
project with the APV for 2017

Agreement on the establishment of mutual rights and obligations in the implementation
of the NIS Chance project with the City of Pancevo for 2017

Agreement on the establishment of mutual rights and obligations in the implementation
of the programs and measures of the active employment policy under the NIS Chance 766
project with the City Assembly of Kikinda for 2017

Total in thousand RSD 39,812

EC S5 The lowest earnings in the company and legally prescribed minimum
earnings at the more significant locations

The minimum monthly basic gross salary in NIS
amounts is higher than the minimum gross salary
in Serbia.
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EC 6 Proportion of senior management hired from the local community at
significant locations of operation

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

CEO Ad- Function Function / Block
Number/Level CEO visers and / Block  Director Advisers
.................................................................................................................... Deputies Director andDeputies
NIS j.s.c. Novi Sad 1 7 13 12
<30 0 0 0 0
30-50 1 3 10 9
>50 0 4 3
Representative offices and
0 0 0 0
branches
& <30 0 0 0 0
o e
30-50 0 0 0 0
>50 0 0 0 0
Local subsidiaries 0 0 0 0
<30 0 0 0 0
Y © O O °
.................. = e e e e
NIS j.s.c. Novi Sad 1 7 13 12
Men 1 6 1 11
Women 0 1 2 1
R . )
epresentative offices o o o o
.,  and branches
(9]
T  Men 0 0 0 0
TR oo oo TN eSO OO
O 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 7 13 12
Domestic 0 4 1 3
Foreign 1 3 12 9
2  Representative offices
e 0 0 0 0
Té and branches
2 Domestic 0 0 0 0
et evosttototud OO Os OO OO OO O T OOs ot OO OO SO OOS OO O OO OSSOSO
Z  Foreign 0 0 0 0
Local subsidiaries 0 0 0 0
Domestic 0 0 0 0
Foreign 0 0 0 0
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Subsidiary Director Department Director A]c?\fiiaerrtsrgflrét]]));;iﬁgg Representati\]/Dei]chfigi

0 73 2 0
) O e 0 e O e O
) 0 e 66, e 2 O

0 7 0 0

0 0 0 5

0 0 0 0
R T T S Y

0 0 0 1

4 4 0 0
e e O e ]
SO S OO SO Y
e e L R

0 73 2 0
e N o B — 2. S N
et - R

0 0 0 5
e S O e e 5.
S 0 e 0 e O O

4 4 0 0
e et e e 2 e ]
e e 2 e -

0 73 2 0
e e O et ]
e e 2 e R

0 0 0 5
) 0 e e 0 e L

0 0 0 4

4 4 0 0
e E 2 e ]
e e 2 e R

0 77 2 5

* The management category includes: top management, senior management and middle management. Lower management (starting from sec-
tion managers and lower levels) is not included in the management category.
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EC 7 Development and impact of infrastructure investments and services
provided primarily for public benefit through commercial, in-kind, or

pro bono engagement

Besides the business results, NIS pays great atten-
tion to development of the communities where it
operates. General progress, promotion of genuine
values, improvement of educational and health
infrastructure, support to the young generations
and talented individuals are not only a strategic
commitment of NIS, but our firm resolution to
provide the community with the energy needed
for striving towards the better. Besides this, NIS
has strongly decided to share its best business
practices with the partners in order to improve
the business culture in our country. It is of special

importance that the business policy of NIS is such
to primarily engage domestic companies as busi-
ness partners, and to continuously give a chance
to young experts to make their first professional
steps in NIS, with further continual profession-
al development. We are especially proud on our
long-standing partnership with local communi-
ties in Serbia, which was in the preceding years
confirmed by realization of more than 900 mutual
projects that contributed to the improvement of
quality of life of the local population.

EC 8 Significant indirect economic impacts, including the extent

of impacts

For NIS, not only business successes are impor-
tant, but also the way in which they are achieved.
A responsible attitude towards natural resourc-
es, safety at work, people’s health and environ-
ment protection, are a segment of every business
process. The NIS’s goals are the activities with-
out injuries at work and without negative impact
to environment. Due to this, NIS strives towards

continuous modernization of the existing equip-
ment and introduction of innovative technologies,
which shall, besides economic, have certain sig-
nificant ecological benefits. We transfer our busi-
ness policy in this field to our business partners
in order to collectively contribute to development
of the HSE (Health, Safety, Environment) culture
in Serbia.
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EC 9 Proportion of spending on local suppliers at significant locations

of operation

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

Total Total procure- Percentage Percentage of
Total of pro- .
procure- Number of ment value of local suppli-
. : number curements .

Year ment value suppliers of the local suppliers ers in total

. ! of local from local

in thousand Company in thousand suppliers suppliers - number of

RSD RSD PP pp suppliers

value

2016 136,094,176 2,746 64,276,439 2,188 47% 80%
2017 158,194,863 2,629 70,642,989 2,151 45% 82%
Procurement structure including Gazprom Neft

Total Total procure- Percentage Percentage of

Total of pro- .
procure- Number of ment value of local suppli-
. : number curements .

Year ment value suppliers of the local suppliers ers in total

. : of local from local

in thousand Company in thousand suppliers suppliers - number of

RSD RSD pp pp suppliers

value

2016 165,996,048 2,747 64,276,439 2,188 39% 80%
2017 195,818,326 2,629 70,642,989 2,151 36% 82%



GRI Disclosures

EN 1 Materials used by weight or volume

Used materials

Quantities used

Raw materials/materials UJOIVL #2225
2016 2017
Crude oil - domestic t 924,560 879,059
. Crude Oﬂ _lmported ............................. t .............................................. 2’ 179’502 ................................................. 2’459’838
Naturalgas* ........................................... t ................................................... é. 8)360 ....................................................... 84,475
Geothermal water ** m3 443,409 449,443
Raw water *** m3 29,109 26,537

* For hydrogen production
** Water sold to external customers
*** Water used as a raw material for the production of drinking water

Overview of crude oil - domestic and imported by type

Quantities used

Raw materials/materials UOIVL -eee+++eoeeeeeee s
2016 2017

Crude oil— paraffin light t 485,999 478,264
Crudeoﬂ_paraffmheavy ................ t ................................................ 185,520 ..................................................... 146,306

Crude oil — naphthenic t 253,033 254,489
Crudeoﬂ_REB ..................................... t1’369,335709,878
CPCBLEND ............................................. t112’687 ..................................................... 186’868
Crudeoﬂ_Klrkuk ............................... t ................................................ 6 09574 .................................................. 1 ’278’007

Crude oil — Forcados t 87,006 0
Cmde Oﬂ _Novy Port .......................... t ............................................................ O ..................................................... 285’021

Crude oil — Timisoara t 0 64.73
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Overview of semi-finished products

Quantities used
Semi-finished products/

X UOM ..................................................................................................................................

materials
2016 2017

Pyrolytic gasoline t 96,601 106,71/
MTBE t 9,109 7,637
Isobutane and gasoline from
Elemir Plant t 2,094 4,810
Imported vacuum gas oil
(VGO) t 11,369 40,951
Imported gas oil t 3,812 0
Additives and ¢ 1,151 o
polymer mass
Slop (including degraded ¢ 6,436 6,080

products)

The semi-finished products that are presented in the table are external products used for refining and slop (resulting from processes of refining and
handling in refineries).

EN 2 Percentage of materials used that are recycled input materials

Overview of packaging materials

Quantities used

el LOIVL e
2016 2017
Paper and paperboard t 112 118
Wood t 131 154
Plastic t 515 509
Metal container t 111 86

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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EN 3 Energy consumption within the organization

Overview of energy consumption

Used quantities Used quantities in GJ
Energy type UoM
2016 2017 2016 2017
Natural gas and s
associated gas m° 194,024,777 222,360,503 6,468,466 7,413,132
Fuel own consumption ; 3710 3,560 166,999 e

(gasoline, diesel)

Fuel own consumption
(fuel oil, refinery gas, t 385,080 372,610 9,561,233 8,659,647
coke, torch oil, off gas)

Steam (shown in height

pressure steam) t 2,213,237 2,379,109 7,572,366 7,684,707
Electrical energy supplied

externally MWh 318,625 328,195 1,147,051 1,181,502
Produced electric power MWh 68,950 61,790 248,219 222,442

Thermal energy MWh 9,871 9,649 35,535 34,735
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Energy by source

Internally produced Purchased from suppliers Sold

............... 201620172016201720162017

375,431,502 379,364,134 0 0 175,533,784 113,823,118

3,710 3,569 0 0 0 0

385,080 372,610 0 0 0 0
e 260 ............................. 249 ............................... ; ........................... .(.) ................................ ; .................................... O

2,338,778 2,494,392 5,874 0 4,761 26

0 0 318,625 328,195 0 0
e 1 47’505153’772 ............................... .(; ........................... 078)555 .......................... 91’982
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EN 5 Energy efficiency

The best indicator of the continuous improvement
of energy efficiency in the area of intense energy
consumption is the EII — Energy Intensity Index,
which is the ratio between the actual energy con-
sumption and standard energy consumption. The
standard energy consumption is the consumption

projection at HSB Solomon Associates LLC, (the
most widely used methodology of a comparative
analysis of oil refineries in the world that covers
over 85% of the refining capacity in over 70 coun-
tries around the world).

Ell achieved values

100% -

> =30%

The share of electricity obtained from cogeneration in total NIS requirements

600,000

500,000

400,000

300,000

200,000
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o . - - -
T T

2013. 2014. 2015. 2016.

o electricity produced electricity consumed
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Using 2012 as the reference year, the total increase
in energy efficiency was 30 % percent in the period
2012-2017.

Associated gas, which was previously flared, is
now used to generate power and heat. The share of
electricity obtained from cogeneration in the total
consumption increased by 2.3 percent compared
with 2016.

The application of cogeneration power plants re-
duces procurement costs of energy resources for
infrastructure facilities. It also ensures the pres-
ence of the Company on the market, where it has
had a presence since 2014. In 2017, the electrici-
ty sales volumes have increased approximately by
15% compared with 2016.

The Company now disposes of its own capacity for
electricity generation and meets 39.5 percent of its
own needs.

EN 6 Reduction of energy consumption

The most significant projects/measures which were
realized or whose realization started in 2017:

Sucker rod balancing

Replacement of ESP pumps with bottom-hole
pumps

Installation of frequency regulators on electric
motors of air coolers

Replacement of the existing economizer
Reconstruction of the heating mode of buildings
and facilities by using condensate heat
Installation of a modern-type thermal
insulation on vales and critical points
Installation of insulation of condensate
separators, flanges and fittings

Replacement of inlet valves on boilers

Installation of a reactive energy compensation
system for 30 fuelling stations

Rationalization of the operation of air handling
units in the Business Centre in Novi Sad

Operational measures:

Reduction of cooling water in circulation
Maintaining optimal temperature on drains and
associated equipment

Continuous dry cleaning of furnaces

The implementation of projects and measures de-
fined under 2017 Action Plan resulted in energy
savings of almost 466 TJ.

Overview of planned and realized energy savings

Energy source

2017 (GJ)

Electricity 28,860

Heat 71,517
Fuel .......................................................................... 308’163

Additional measures -

Total 408,540

Planned savings in

Realized savings 2017 Realized savings in

(G]) 2017 (%)

29,395 101.90
62237 ........................................... 8702

324,959 105.45

49,391 -

465,982 114.06
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EN 7 Reductions in energy requirements of products and services

At a time of major changes on the energy market,
one energy source that still manages to claim the
title of the fuel of the future is compressed natu-
ral gas (CNG). CNG is natural gas compressed to a
pressure of 220 to 250 bar. The main ingredient is
methane, which compared to other derivatives, has
the lowest CO2 emission coefficient and therefore,
contributes to preserving environmental quality.

CNG is used both as alternative fuel for all types of
vehicles and as an energy source in the industry.
There are several reasons why experts still call it
the fuel of the future. The main advantage is its en-
ergy, i.e. calorific value, which is much higher than
other engine fuels as well as its octane number, a
criterion of fuel quality.

It is favoured because it is the least polluting pe-
troleum product for the environment. In addition
to the reduced emissions of damaging gases, CNG
does not contain sulphur or toxic additives of or-
ganic lead nor benzene. Using this energy source as
an engine fuel also significantly reduces noise, by
as much as 50 percent compared to diesel 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, are up to 50 percent.
CNG environmental features are particularly im-
portant given that the European Commission
adopted a Directive in 2007 where new cars must
reduce CO2 emissions. Substantial savings can be
made in citizens’ household budget by owning a
CNG car. If an average vehicle travels 100 km using
around 75 | of gasoline, equivalent to about 6.0 1
of diesel, the same distance will be covered using
around 4.4 kg of CNG. This is more cost-effective
than LPG, where vehicles need about 8.6 1 of this
product to cover 100 km.

In 2017, the Company had two active retail pro-
jects in Novi Sad and Cacak. In 2017, the plan a CNG
plant was commissioned in the Ostrovo gas field
for the needs of wholesale, i.e. industrial consump-
tion. Year 2018 will see one more retail CNG pro-
ject implemented at PS Zarkovo 2 in Belgrade and
CNG plant reactivated at the Pali¢ gas field for the
wholesale needs. In 2019, it is planned to imple-
ment and commission the retail CNG project at the
Block 45 fuelling station in Belgrade.
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EN 8 Total water withdrawal by source

Quantity and share of water withdrawn by source

Type of the water Relative Relative el
! 2016 m3 2017 m3 change
withdrawal share share
2017/2016
River water 8 0 170
withdrawal 3,072,412 78 % 3,019,488 76% 1,7%
Public water supply 542,566 14 % 565,321 14% +4%
Ground water 320,062 8 % 401,175 10% +25%
Total water o o o
withdrawn 3,935,040 100% 3,985,984 100 % +1.3%

EN 9 Water sources significantly affected by withdrawal of water

A responsible attitude towards water resources is
measured not only on the basis of quantity, but also
according to its 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 (76 percent). With the use of water from
the least sensitive resource, the Company preserves
water intended for public water supplies, food in-
dustries and agricultural irrigation.

Water withdrawn from the Danube for the func-
tioning of the Oil Refinery Pancevo amounted to
2,805,965 m3 in 2017 at a withdrawal level of 89 1/s.
This represents 0.0017 percent of the average annu-
al Danube flow.

Water withdrawn from the Danube-Tisa-Danube
Canal for the functioning of Petroleum Products
Warehouse in Novi Sad (at the location of former
Oil Refinery in Novi Sad) amounted to 212,123 m3
in 2017, at a withdrawal level of 6.7 1/s. This repre-
sents 0.011 percent of the flow of DTD Canal near
Novi Sad.

Withdrawal of the specified quantities of water
from the Danube and Danube-Tisa-Danube does
not threaten their potentials, considering that this
is considerably less than 5% of their average an-
nual flow.

EN 10 Percentage and total volume of water recycled and reused

In 2017, the amount of recycled water (condensate
recovered from production processes) in the Oil
Refinery Pancevo amounted to 1,341,454 t. This al-
lowed the withdrawal of raw water from the Danube

to be reduced by 48 percent on the Refinery level (in
2016, it amounted to 41 %), and at NIS level, the
total water withdrawn was reduced by 34 percent.
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EN 11 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
natural resources

Name of protected
natural resource

Deliblato sands

Name of adjacent NIS
facility

HTS Devojacki Bunar

Status of NIS facility
in 2017

In operation

Db - 1/H
Deliblato Sands Tilva GGS Out of operation
0Oil and gas prepa-
Okanj Lake ration and transport In operation
Special plant
CETIINE MEGORID || oo 2
Okanj Lake Well Eli-1 In operation
Pastures of Great SIS0 T50 zapa}d .
and KS-2 Mokrin In operation
Bustard
zapad
A A OV SSG Novi Sad 6 In operation
marshes
. HTS Pali¢ (1 Pj - 1/H, .
Palic Lake Pj - 2/H) In operation
N UL DAL K e
Pali¢ Lake Pé-24 In operation
. HTS Prigrevica — Ju- .
Junakovi¢ Forest nakovié Spa (Pb - 1/H) In operation
Natural monument ............................................................................................................................................................

County Park - town
gardens in Zrenjanin

National park SSG Donji Milanovac In operation
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EN 12 Description of significant impacts of activities, products and
services on biodiversity in protected areas and areas of high
biodiversity value outside protected areas

Caring for biodiversity is caring for future, since
by endangering of plant and animal species and
their habitats, the man makes the purpose of in-
dustrial development and urbanization totally
absurd. NIS performs exploration works, exploits
oil, gas and thermal waters and performs sales of
products in 11 business facilities in the vicinity of
protected natural reserves — national park Perdap,
special nature reserves (Deliblato Sands, Okanj
Lake, Pastures of Great Bustard near Mokrin, Ko-
vilj-Petrovaradin marshes), nature park Pali¢, nat-
ural monument (Junakovi¢ Forest and County Park
— town gardens in Zrenjanin), by strictly acting in
compliance with the conditions of the competent
institutions (Institute for Nature Conservation of

EN 13 Habitats protected or restored

In 2017, activities relating to historic pollution
remediation, restoring agricultural land to its
original state and eliminating the risk of pollution
of land, groundwater and air were continued. A
total of 14 primary mud pits and one drainage pit

Serbia and the Institute of Nature Conservation of
Vojvodina Province).

During 2017, 2 piezometers were constructed be-
tween P¢é-24 and Ludosko Lake, in line with the
order of the Institute of Nature Conservation of
Vojvodina Province, in order to monitor the occur-
rence of hydrocarbon in underground waters and
prevent any possible pollution.

3D seismic surveys were continued during 2017
at the territories of Slano Kopovo and Deliblato
Sands, and at the new exploration areas of Morovi¢
and Turija II in line with the Decisions on nature’s
protection conditions.

occupying a total area of 11,740 m? in surface, were
remediated. Thus, the total of remediated primary
mud pits increased to 186, and the total area of re-
cultivated land amounts to 131,105 m>.

EN 14 Total number of red list species and national conservation
list species with habitats in areas affected by operations, by level

of extinction risk

The International Union for Conservation of Nature
(IUCN) created its 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, based
on which threatened species are classified into
IUCN categories.

Preservation of protected wild species of plants,
animals and fungi in the Republic of Serbia is
conducted in accordance with the Law on Nature
Protection, Regulation on the Proclamation and
Protection of Strictly Protected and Protected Wild
Species of Plants, Animals and Fungi, and the
Regulation on the Criteria for Determining Habitat

Types, Vulnerable, Endangered, Rare and Habitat
Types of Priority for Protection and Safety Meas-
ures for their Conservation. Before undertaking
any activities, the Company obtains nature pro-
tection conditions from the competent authorities,
which contain relevant conservation measures,
and which NIS strictly adheres to.

According to the data on natural species listed on
the IUCN Red List, there is a habitat of strictly pro-
tected species of birds - the Great Bustard (Otis
tarda) in the pastures of the Great Bustard, near
Mokrin, in the vicinity of the sites where the Com-
pany operates.
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EN 15 Direct greenhouse gas (GHG) emissions

A preliminary assessment of CO, emission was
performed in the Company for the production
units which were foreseen for participation in EU
ETC in line with the methodology defined by the
Decision on Monitoring and Reporting 601/2012 EC
upon currently available quality of data required for
calculation, which, for 2017 was 1.013.010 tCO,.

In 2017, realization of the EOP project of injection
of CO, separated at the Amine Production Unit in
the Oil and Gas Preparation Facility Plant in Elemir,
into the Rusanda reservoir in order to maintain the
reservoir pressure and increase of production, was
continued. Total amount of 49.810.128 m3? CO, was
injected.

For purpose of corporate social responsibility, the
Company implements measures for reducing CO
emissions by implementing projects to construct
cogeneration power plants. These use associated
gas, which was previously flared, and now is used
for the production of heat and electricity.

2

NIS will, in the coming period, harmonize
its operations with the legislation relating to
GHG emission management. In addition, it will
harmonize its methods of quantifying all direct and
indirect GHG emissions resulting from Company’s
operation, as well as definition and implementation
of mitigation measures, ie. activities that the
Company will undertake in order to reduce and
limit GHG emissions.

EN 20 Emissions of ozone-depleting substances

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

EN 21 NO , SO_and other significant air emissions

Amounts of air pollutants emitted (t/g)

SO, emission

Emission of particular matter (PM)

The main cause of the increase in the amount of
air pollutants emitted in the air compared to the
previous year is the fact that there has been an
increase in the volume of crude oil processing,
as well as a greater number of operating hours of
process plants during which capital turnaround was

2016 2017
3,649 4,720
905 959
51 148

conducted. The share of imported Kirkuk crude oil
is more than doubled compared to last year, and as
this oil has high sulphur content, causing the high
sulphur content in the refinery gas (fuel oil) and
heavy fuel oil, which are used as fuel for individual
process plants.
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EN 22 Total water discharge by quality and destination

List of discharged waste water in m3, depending on treatment and destination

Treatment type Destination
External treatment Watercourse
Physical, Watercourse,
physical-chemical public sewerage

Sanitary waste water

Public sewerage

Total waste water discharge

The Company reduced the total quantity of waste-
water by 5% compared to the previous year. The
largest quantity of wastewater is generated in the
0il Refinery Pancevo. The volume of wastewater
was decreased by 6.5% even though the crude oil

Relative

2016 m3 2017 m3 change
2017/2016

1)403)580 1)350)966 _40/0
766,354 714,373 -7%
50,302 41,807 -17%
2,220,236 2,107,146 -5%

refining volume was increased. The quantity of
discharged wastewater per ton of refined crude
oil in the Oil Refinery Pancevo in 2017 was 0.52
m3/t, which is less than 0.60 m3/t in 2016.

EN 23 Total weight of waste by type and disposal method

Overview of generated and disposed waste in tons

Waste type Waste generated in 2017 Waste disposed in 2017
Non-hazardous 9,833 10,164
Hazardous 12,322 12,384
Total 22,155 22,548
Overview of waste disposed by type in tons
2017
Disposal method
Non-hazardous Hazardous
Bioremediation - 567
Disposal 614 14
Recycling 9,510 247
Solidification 39 1,143
Co_combustlon_mAB
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Hazardous waste generated mostly consisted of
mud and sludge as well as oil-contaminated waste
resulting from maintenance and cleaning of tanks
and separators. Of all types of non-hazardous
waste generated in 2017, metal waste accounted for
92% of the total.

Waste was disposed by 39 operators who hold waste
management licenses issued by the competent
authorities of the Republic of Serbia.

Most waste, primarily metals and packaging, was
handed over for recycling, whereas hazardous
waste (mud, sludge, and oil contaminated waste),
depending on the concentration of hydrocarbons,
was handed over for co-combustion, solidification
and bioremediation.

A prior notification of the movement of hazardous
waste is regularly carried out through the National
Register of Pollutants, and for 2017, the generated
and disposed quantities are delivered.

EN 24 Total number and volume of significant spills

Number of environmental accidents by type

Accident type

Spillage of oil and petroleum
products on soil

During 2017, 30 spills were recorded with a total
volume of 21.611 m3. Of the total number of spills, 10

Causes of environmental accidents

Working activity

2016 2017

15 22
e 1 ............................................................. O .

0 2

0 1

0 5

16 30

are perforations with a quantity of spilled substance
greater than 1 barrel per soil.
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Location of environmental accidents

At NIS’ sites

Outside of NIS’ sites

Total

EN 25 Weight of transported, imported, exported, or treated waste
deemed hazardous under the terms of the Basel convention2
annex i, ii, iii, and viii, and percentage of transported waste shipped

internationally

In 2016 there was no transported, imported and
exported waste that was deemed hazardous ac-

cording to the Annex to the Basel Convention I, II,
III and VIII.

EN 26 Identity, size, protected status, and biodiversity value of water
bodies and related habitats significantly affected by the
organization’'s discharges of water and runoff

The Company obtains water acts for the facilities
where it operates and from where it discharges
wastewater. According to these, there is no infor-
mation stating that the water bodies into which
the Company discharges treated wastewater are
classified as water bodies with special protection
statues and biodiversity value.

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 mem-
ber countries. The Danube is a watercourse that
receives more than 90 percent of all Company’s
waste waters:

Treated atmospheric water from the Oil Refinery
in Pancevo is discharged to the Azotara canal in
the southern industrial zone of Pancevo, which
flows into the Danube - 406,718 m3,
Technological waste water from the Oil Refinery
in Pancevo is treated in a waste water treatment
plant in HIP PHK, from where it is discharged
into the Danube - 1,341,985 m3,

Treated waste water from the Petroleum
Products Warehouse in Novi Sad is discharged
indirectly through the public sewage system of
the City of Novi Sad - 150,880 m3,

Treated waste water from the Warehouse in
Smederevo is discharged directly into the
Danube -15.677 m3.

One of the recipients of Company’s treated waste-
waters is Rovaca stream, one of the streams of
Fruska Gora, which takes water from higher
grounds of Fruska Gora to the Sava river. It rep-
resents a recipient for treated technological, san-
itary and sewage and atmospheric water from the
Plant for the production of drinking water in Jazak
in an amount of around 15,000 m3 p.a.

The Jegricka is the biggest river in a southern loess
terrace in Backa region. It is 65 km long and con-
sists of a series of connected ponds through which
water runs to its confluence with the Tisa and from
there into the Danube. Approximately 270 m3 of
treated wastewater is discharged in the Jegricka
from the Zmajevo fuelling station.

Treated wastewater, in an amount of around 3,500
m3 p.a. is discharged from the Warehouse of “Sales
and Distribution” in PoZega into Skrapez, a cate-
gory I river in western Serbia.
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EN 27 Extent of impact mitigation of environmental impacts of products

and services

The Company particularly protects its customers.
In order to reduce environmental impact, NIS con-
tinuously develops new products and improves ex-
isting ones.

In 2017, the Company continued to develop biode-
gradable and environmentally friendly lubricants.
During 2016, the development of the NISOTEC KOM-
PRESOL PAG 150 product was finished, which is in-
tended for the lubrication of industrial compressors
for gas compression (methane, ethane, propane,

carbon dioxide), and which, due to its biodegrad-
ability above 60%, is more environmentally accept-
able than other products with the same purpose.

The number of potential places of application in
Serbia for biodegradable oils, including compressor
oils, is very low. During 2017, we succeeded in ex-
panding the application of the PAG 150 compression
oil from one to two places, which resulted in a 46%
increase in sales of this product in 2017 compared
to 2016.

EN 28 Percentage of products sold and their packaging materials that are

reclaimed by category

Guided by the provisions of the Law on Packaging
and Packaging Waste, the Company hired an oper-
ator responsible for the packaging waste manage-
ment system that holds the appropriate license for
performing these activities.

In agreement with the operator, and for the pur-
pose of meeting national objectives set for 2017, the
packaging waste that was picked up and collected
in 2017 was re-used, recycled or disposed of during
the current year.

The Company organized the collection of packag-
ing waste in branded containers (paper and PET
packaging and used cans) in all larger NIS facilities.

NIS business operations include production of
drinking water in Jazak as well as production of
different brands of oils and lubricants in the Lubri-
cants Department in Novi Sad.

An overview of the packaging placed on the Serbian market

2016 2017

e Lubnca ms .................. ] az ak ................ Lubr IC ants -

Department Department

71 249 46

130 48 166

111 0 86

54 56 62

100 ot 103

Material UoM
Jazak

PET 266

e
astic Other types

of plastic 48
Metal Iron t 0
Paper and Paper and ¢ 58
cardboard cardboard
Wood Pallets t 31
Total t
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EN 29 Monetary value of significant fines and total number of non-monetary
sanctions for non-compliance with environmental laws and

regulations

In 2017, two cases of economic offence were record-
ed in relation to which a fine in the amount of RSD
1,000,000 was paid.

EN 30 Significant environmental impacts of transporting products and other
goods and materials for the organization’s operations, and
transporting members of the workforce

The last link in the supply chain for petroleum
products is the distribution to end-users, where
the transport of goods is performed by road
freight vehicles.

A series of precautionary actions are conducted,
and a clear system of corporate and social respon-
sibility and normative framework has been estab-
lished, increasing the safety of both employees
and other road traffic users in Serbia and the re-
gion as well as offering environmental protection.

Modernization of the NIS fleet resulted in the re-
duction of the adverse impact of road freight on
the environment, by procurement of the additional
number of cargo vehicles, tow-vehicles and truck
vehicles, with EURO 6 category engines, which re-
alized the participation of the freight vehicles of
EURO 5 and EURO 6 categories in 2017 of 78% in
total driven kilometres, by which, the emission
of CO2 was reduced for 6% in comparison to 2016.

Modernization of the fleet was accompanied by
the procurement of vehicles with the compressed
natural gas drive (CNG), which reduced the emis-
sion of CO, and other gases.

Optimization of the fleet structure has reduced
levels of noise from the drive unit on vehicles, the
airflow around the vehicle body and interaction of
the tire tread and road surface of motor vehicles
and trailers.

All vehicles used for transporting of dangerous
goods hold ADR certificates. Therefore, only ve-
hicles fitted with equipment for preventing the
discharge of cargo in the event of an accident are
used. Sales and Distribution Block also holds an
Energy Management certificate, the result of the
implementation of measures to monitor and con-
trol of electricity consumption and fuel consump-
tion in accord with the requirements of DIN EN
ISO 50001.



GRI Disclosures

EN 31 Total expenses related to environment protection and investments
per kind

Total environmental protection expenses in 2016 in million RSD

Waste treatment and management 249.783

Investment in purchase and maintenance of equipment and related costs of

professional staff 68.203
Environmental liability insurance 0,01
Costs of rehabilitation (remediation of land) 63.738
Environmental education and training 2.030
External services of environmental impact management 242.281
External services of management system certification 1.5 2.393
Additional costs of installing green technologies 47.291
Costs of environmental studies 7762
Costs of remediation of accidental spills 3.459
Water use fee and discharged water fee, water land use fee 77.195
Environmental protection and improvement fee — oil and petroleum product 170126

transport fee

Fee for protection, improvement and pollution of the environment 87.106
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EN 34 Number of complaints about environmental impacts filed, addressed,
and resolved through formal complaint mechanisms

The Company responsibly and with due serious-
ness considers all filed complaints which refer to
the environment, which is enabled by formalized
mechanisms for complaints, as well as through the
Call centre.

During 2017, 7 plaints and complaints in relation to
impacts to the environment were filed through citi-
zen’s reports based upon which, the unscheduled in-
spection supervisions were performed (during which,
there were no non-compliances detected), as well as
one citizen’s complaint filed through the call centre.

The submitters of all 7 complaints during 2017
were the citizens as the interested party, and the
complaints referred to emission of polluting sub-
stances into the air nearby the fuelling stations,
and the pollution of soil with oil and oil prod-
ucts in the vicinity of the fuelling stations and
oil wells.

In the period from 2011 to 2016, 19 cases related to
impacts on environment were registered in total,
16 of which were resolved, 2 of which during 2017,
while 3 proceedings are still ongoing.
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LA 1 Total number and rates of new employee hires and employee turnover
by age group, gender and region

Overview of employee turnover

December 31, 2016

OFAMIZALIONAL UMIE oL
Direct Leasing Total
Exploration and
Production 72 222 1,004
Sewlces ................................................................................... 84 ...................................... 24 .............................................. 108 ............................
Refmmg ................................................................................ 775 ........................................ 3 O .............................................. 805 ............................
Sales and Distribution 964 2,796 3,760
Energy 245 20 265
NIS—expert services 1,048 460 1,508
Ef;éskslirsltative offices and 66 o 66
NIS j.s.c. Novi Sad 3,064 3,552 7,516
Naftggas — Oilfield 600 770 1,370
Services
gl::\t?izs—Technical 396 479 875
NaftagaS_TranSport .......................................................... 96272 .............................................. 368 ............................
STCNIS Naftagas 300 23 323
Subsidiaries in the 1,392 1544 2,036

country
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December 31, 2017

Direct Leasing Total

802 220 1,022
88 .......................................................... 24 .................................................................. 1 12
83632 ................................................................ 868

965 2,799 3,764

248 26 274

................................................................................... 1’089 - o

60 0 60

4,088 3,563 7,651

569 889 1,458

301 488 879
SO OO O U OO P T O OTUOPOUTOTOPOON 9 7 ........................................................ 292389

309 30 339

1,366 1,699 3,065
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Overview of employee qualification structure by contract type

Year PhD M.Sc./MA BSc
Direct 9 86 1,868
NIS ]SC NOVI Sad ..............................................................................................................................................................
Leasing 0 4 490
e
S Direct 7 18 437
Subsidiaries in the Country ..............................................................................................................................................................
Leasing 0 1 87
Total 16 109 2,882
Direct 7 81 1,943
NIS ].S.C. NOVl Sad ..............................................................................................................................................................
Leasing 0 7 493
s
Q Direct 8 15 454
Subsidiaries in the Country ..............................................................................................................................................................
Leasing 1 1 110
Total 16 104 3,000

Overview of gender structure by contract type

Year Men Women Total
Direct 2,770 1,128 3,898
NIS ]SC NOVI Sad ......................................................................................................................................
Leasing 2,184 1,368 3,552
s —
2 Direct 1,219 173 1,392
SUbSldiarleS ln the Country ......................................................................................................................................
Leasing 1,501 43 1,544
Total 7,674 2,712 10,386
Direct 2,876 1,152 4,028
NIS ]SC NOVI Sad ......................................................................................................................................
Leasing 2,178 1,385 3,563
e s
S Direct 1,187 179 1,366
Subsidiaries in the COUl'ltl'y ......................................................................................................................................
Leasing 1,647 52 1,699

Total 7,888 2,768 10,656
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PSE Hs ELS HQ Q sQ LQ Total

277 1,120 2 133 403 0 0 3.898
330 .............. 1,805 .................... 2 189 ..................... 809 ....................... 4 ....................... .(.) .................. 3552

56 410 3 112 349 0 0 1392

43 453 91 46 805 11 7 1544

706 3,788 117 380 2,366 15 7 10,386
e 286 ............... 1)187 ..................... 2 ........................ 131 ...................... 391 ....................... .(; ....................... .(.) ................. 4 028

335 1,842 16 79 787 4 0 3.563

55 391 3 12 328 0 0 1366

50 515 89 43 871 14 5 1.699

726 3,935 110 365 2,377 18 5 10,656

Management Employees
YVear % share in % share in
Number of the total Number of the total
managers number of employees number of
managers employees
Men 220 72.61% 3,769 75.58%
e
S Women 83 2739% 1,218 24.42%
Total 303 100% 4,987 100%
Men 239 73.54% 3,824 75.44%
A
§ Women 86 26.46% 1,245 24,.56%
Total 325 100% 5.069 100%

* Data on representative offices, branches, subsidiaries abroad and other subsidiaries as well as leasing employees are not included to allow com-
parison with data for the previous year

** Manager category include: Top Management, Senior Management and Middle Management. Lower management (department managers and
lower) is not included in the manager category.
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Overview of employee age structure

Year up to 20 20-29 30-39

NIS j.s.c. Novi Sad 27 1,967 2,383
g
S Subsidiaries in the country 4 550 875

Total 31 2,517 3,258

NIS j.s.c. Novi Sad 46 1,891 2,413
B
S Subsidiaries in the country 24 559 915

Total 70 2,450 3,328

* The representative offices, branches, subsidiaries abroad and other subsidiaries are not included in the table

Men
Emp].oyee turnover ..................................................................................................................................................................
2016 2017
Men 199 26/
Women 191 195
Total 390 459

* The 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 amounted to 6.61%.
***Ratio of employees that left the Company and employee headcount at the beginning of the period amounted to 4.78%.

Employee turnoverby Ao A S O
age structure 2016 2017 2016 2017 2016 2017
Employment 0 11 123 191 103 97

..... Employmenttermmatlono O 485297 87
Total 0 1 171 243 200 184

* The data for subsidiaries abroad and other subsidiaries are not shown in the table



2017 Report on Sustainable Development 101

40-49 50-59 over 60 Total
1,799 1,140 134 7,450
822 598 87 2,936
2,621 1,738 221 10,386
e 1 ’8631,212166 .......................................... 7’591
e E.;. 32 ................................................. 620115 ......................................... 3 ’065
2,695 1,832 281 10,656
Women Total
2016 ........................................... 2017 ........................................... 2016 ........................................... 2017 ....................
87 90 286 354
................................................... 6161252256
148 151 538 610
40-49 50-59 over 60 Total
................................... 2 016201720162017 2016 2017 20162017
e 4344 ..................... 1 2 ..................... 115 ..................... .(.) ........................ 286 ......................... 354
e 51 .................... 58 .................... 34 .................... 32 ................... 22 ................... 27 ......................... 2 52256
94 102 46 43 27 27 538 610

LA 2 Benefits provided to full-time employees that are not provided to
temporary or part-time employees, by significant locations of operation

There are no differences between the benefits
which are provided for the permanently employed
employees in comparison to the employees with a
contract on temporary employment.

Some of the rights guaranteed in the Collective
Agreements and other internal documents of the
Company include: Special protection of the em-
ployees with illnesses as well as employees with
disabilities, preventive recuperation of the employ-

ees working at high-risk positions, and other em-
ployees in order to prevent occupational illnesses
and disabilities; Wide range of solidarity assistance
paid out to employees (in case of an illness/death
of the employee or a member of their family, dam-
age to their households, birth of a child in families
with several children, etc.); Scholarships during the
regular education of the children of killed and de-
ceased employees; Collective employee insurance
in case of accidents.
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LA 3 Return to work and retention rates after parental leave, by gender

Dynamics of going on maternity leave and returning to work in 2016

Employees returning Employees whose

N . Employees whose to work from leave
Organizational unit . . leave began
leave began in 2016 in 2016 .
in 2017
NIS j.s.c. Novi Sad 56 71 67
Leasing 119 106 108
Total 175 177 175

* The representative offices, branches, subsidiaries abroad and other subsidiaries are not included in the table

LA 4 Minimum notice periods regarding operational changes, including
whether these are specified in collective agreements

In the event there is a need to transfer an employ- tract, with a validity date for stating an opinion
ee to another job or change other important ele- on the offer within eight working days of receipt.
ments of the Employment Contract, the Company This offer clarifies and justifies the reasons for the
is obliged to submit an offer to the employee for the transfer of the employee and the elements of the
conclusion of an annex to the Employment Con- Employment Contract that are to be changed.
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Employees
returning to Remaining Emplovees
work after number of  Employees who POy
. : returning to work
Employees returning  maternity leave employees left the
. after leave, who are
to work from leave between De- expected to company in .
. still employed by
in 2017 cember 31, 2016 return from  less than a year
. : the Company after
and maternity  after maternity
, 12 months from the
December 31, leave in 2018 leave .
end of their absence
2017 and 2019
56 122 75 9 119
119 125 122 112 114
175 247 197 121 233

LA 5 Percentage of total workforce represented in formal joint
management-worker health and safety committees that help monitor
and advise on occupational health and safety programs

In line with the provisions of the Collective Agree-
ment, NIS established Boards of Occupational Health
and Safety (BOHS) in all organizational units:

BOHS NIS

BOHS Exploration and Production
BOHS Refining

BOHS Sales and Distribution
BOHS Services

BOHS Energy

Each of the BOHSs now has seven members, i.e. four
employee representatives (labour union) and three
employer representatives. In 2017, more than 99 %
of total employees were covered.

The Instructions UP-09.01.00-001: Operation of the
Board for Occupational Health and Safety, which
more precisely regulates the method of operation
and other issues significant for preparation and
holding of the sessions of the Board for Occupation-
al Health and Safety of the Company was adopted.

During 2017, there were 14 Meetings of the Board for
Occupational Health and Safety held in accordance
with the previously adopted Plan, where the follow-
ing issues were discussed:

Analysis of the conditions related to occupational
health and safety

Proposal of measures for improvement of occu-
pational health and safety,

Procurement of the PPE for the employees’ re-
quirements,

Discussion of the works with increased risk and
programs of protection of employees performing
such works,

Consideration of the reports on medical condi-
tions of employees, based upon periodical medi-
cal examinations,

Discussion of injuries at work and professional
illnesses,

Cooperation with the expert services in the field
of occupational health and safety,

Introduction of preventive measures of employ-
ees’ protection.
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LA 6 Type of injury and rates of injury, occupational diseases, lost days, and

absenteeism, and total number of work-related fatalities, by region

and by gender

HSE indicators 2016 2017
e DA T S e N
Workplace injuries-with sick leave 30 27
... Workplacem]unes_deathsO ......................................... 3
NumberofdaYSIOst343517
DaysOfsmkleaveduetoworkplacem]unes2,436 ................................. 2’332
Number of days of absence from work 309,284 265,524
[N sapas 86153
In]uryrate(IR) .......................................................................................................................... 5% ................................. 6 31%
... Absencerate(AR) .............................................................................................................. 1678% ............................... 909%
Lostdaysrate(LDR) ........................................................................................................... 013% ................................ 274%
Numbersofﬁres ....................................................................................................................... 26 ....................................... 2 7
Numberoftrafﬁcacadems13 ......................................... 8
Number of environmental accidents 16 30
Numberofws]tsofmspectlonamhomles ..................................................................... 770 .................................... 903
Numberofmeasuresundertakenbymspectlon275 ..................................... 159

authorities

Types of injuries 2016 2017

Employees fall 21 30
... Thermalandchemmallmunes ............................................................................................... 5 ......................................... 4
... MeChamcalmlunes@% ...................................................................................................... 34 ....................................... 32
Trafﬁc ............................................................................................................................................ 10 ....................................... 14
Faufromhelght ........................................................................................................................... 2 ......................................... 2
Other27 ....................................... 37

Total 99 119
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LA 7 Workers with high incidence or high risk of diseases related

to their occupation

Under the framework of the Act on the Risk Assess-
ment at the Workplace and in the Working Environ-
ment, which is regularly being revised, it is defined
that NIS has 2,393 work positions with increased

risk, where 5,316 employees are engaged. NIS en-
deavours to reduce the already recognized risks by
introducing new technological improvements.

LA 8 Health and safety topics covered in formal agreements

with trade unions

OHS issues are covered within a formal agreement
with the labour union and defined in the Collective
Agreement. The Company’s management and em-
ployees improve HSE performances through their
personal examples and actions and demonstrate
commitment to HSE principles.

Employee benefits do not depend on the duration of
the agreement.

Some of the areas covered by the Collective Agree-
ment are:

Exercising and protection of employees’ rights
Work hours, vacations and leaves

Employee redundancy

Education, professional training and development
Occupational Health and Safety

Damage compensation

Accommodation needs, and

Employee strike rights

LA 9 Average hours of training per year per employee by gender, and by

employee category

Training costs in million RSD 2016 2017
Training costs 238 192
Costs of professional training 232 189
Costs of consultancy 2 0
Costs of membership fees for
professional 4 3
Costs of training organization 7 4

Total
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Training statistics

Hours of training
according to gender

Men Women
Directly 138,425 30,450
Leasing 33,003 3,270

A total of 1,843 training sessions were held in co-
operation with external providers, with 6,542
participants, while the in-house training sessions
were attended by more than 4,500 attendees. Our
employees gained support in expansion of the
professional knowledge from the leading world
companies in the field of exploration and produc-
tion but also from the best domestic companies.
The trainings enhanced development of both pro-
fessional and personal skills and skills necessary
for successful team management. Important world
conferences were attended where the best trends
and the best world practice from the field of com-
pany business operation were being followed, such
as St. Petersburg International Economic Forum,
Russian Energy Week, Oil and Gas Industry Supply
Chain NEFTE GAZ SNAB.

Number of employees
according to gender

Hours of training
according to category

Men Women Managers Employees
2,107 851 26,969 141,906
780 135 746 35,487

During 2017, NIS continuously worked on increase
of efficiency and the Lean Six Sigma trainings
were organized in priority organizational units.
The program was divided into 3 levels (yellow,
green and black belt) and in cooperation with the
provider Six Sigma South East Europe, as well as
with the help of internal trainers, over 320 em-
ployees were trained which represents the first
step in order to provide the maximum efficiency of
business operations, reliability of production and
safety activities and inclusion of all employees in
the culture of constant improvements.

Various programs for professional development of
employees which are adjusted to the requirements
of the core business of the Company are constantly
being conducted in NIS.
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Number of employees Costs of training in

Number of training hours

according to category thousands of RSD
Managers Employees Total Per employee Total Per
employee
576 2,382 177,688 32.94 168,875 3131
33 882 18,477 351 36,273 6.89
Program Organizational unit Description

In the period from September until
December, rotation for 25 employees of
the Exploration and Production Block
was realized with the purpose of pro-
fessional improvement in OAO “Gaz-
prom Neft” and its daughter compa-
nies in the Russian Federation. The
rotation period lasted from two weeks
to two months. In the rotation, there
were geologists, mining and mechani-
cal engineers, specialists in the field of
HSE and HR included. The employees
gained new knowledge, increased their
level of professional competencies, got
familiar with the best practices in oil
industry and established cooperation
with the colleagues from Tyumen,
Noyabrsk, Orenburg, Khanty-Mansi-
ysk, Megion, Sankt Petersburg.

Exploration and
Production

Rotation program with
OAO “Gazprom Neft”

Under the framework of the program
of vocational training, 497 of employ-
ees attended the training required for
acquisition of the educational pro-
file: Manager of the facility units for
production of oil and gas. The goal

is to continue this way of training of
employees in 2018.

Cooperation with the
Technical School
from Zrenjanin

Exploration and
Production, Services

Program of “Learning the foreign languages” is in-

tended for improvement of knowledge of English,
Russian or Serbian language of the employees, with
the purpose of more efficient performance of works.
During 2017, 252 employees were included in group or
individual lectures.

Following the world trends, in 2017, we continued
with creation of contemporary electronic trainings
for employees in the Company’s E-Learning train-
ings. Modern and efficient technologies enabled the
content of the training to be presented in an inter-
esting and interactive way.
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The advantages of the E-Learning training were
first observed in the field of Occupational health
and safety as well as in case of the newly employed
workers of the Company.

In order for the newly employed workers to fit easily
in the new working environment, at the beginning
of their working engagement they first must take
part in various “on-boarding” activities. Through
the Introductory training, the new employees get
familiar with the business processes, organiza-
tional units of NIS as well as with the data on busi-
ness activities in order to as easy as possible adjust
to future work.

Following the contemporary world trends, a seg-
ment of the Introductory training is also an edu-
cational film “Welcome to NIS”, which enables the
employees to get familiar with NIS from their work
position through 32 educational films.

During the year, a Plan of employees’ career de-
velopment at the level of the entire Company was
defined, and so were the plans of employees’ ca-
reer development in the Blocks. The career devel-
opment plan transparently reflects the steps in
career advancing of the employees. Through the
steps, presented in the Plan of career development,
NIS enables a continual development of employees
at all levels, from the entering one to higher, man-
aging positions.

In 2017, the Centres for assessment organized over
100 participants with the purpose of determination
of potential and the fields of development of the em-
ployees in various organizational units, as well as for
the purpose of selection and choosing of employees.
During 2017, first internal centres for assessment,
realized by the employees in the Sector for Training
and Development were created and realized.

A regular cycle of evaluation of employees by com-
petences was conducted. According to this pro-
gram, employees receive a quality and structured
feedback on their work over the previous period.

Within the Staff Pool program of succession, NIS
implemented individual programs of development
of employees who acquired the top level of readi-
ness to assume key positions.

In 2017, multiple activities were undertaken with
regard to improvement of safety of employees in
traffic, as well as the entire level of traffic safety,
as follows:

Safety in Traffic Week in cooperation with the
Ministry of Civil Construction Engineering,
Traffic and Infrastructure, Agency for Safety in
Traffic, with topics:

Safe participation of children in traffic,

Activities for safe participation of the young in

traffic,

Presentation of statistics of safety in traffic

in the RS, with emphasis on participation of

motorcyclists in traffic and practical training,

Traffic safety indicators in NIS, transportation

of hazardous substances, working hours of the

fleet crew members in road traffic,

CNG, pneumatics, braking systems — impacts

to safety in traffic

Driver’s challenge 6 — competition of drivers
Practical and theoretical trainings of drivers in
cooperation with the Ministry of Defence, at the
military polygon in Kraljevo, such as:

Driving of the freight vehicles under various

conditions

Eco and safe driving of the passenger vehicles

Driving of the passenger vehicle under various

conditions

Driving of light terrain vehicle under various

conditions, etc.
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LA 10 Programs for skills management and lifelong learning that support
the continued employability of employees and assist them in

managing career endings

The employees face numerous challenges im-
posed by the modern business. In order for the
NIS employees to be ready to respond to business
challenges, NIS invests into development of its
personnel and contributes to improvement of em-
ployees’ potential, thus working on development
of professional resources of the entire NIS Group.

In 2017, the Company did not implement any redun-
dancy programs. In the past, the Company endeav-
oured to provide assistance to employees that leave
through redundancy by providing workshops with
representatives of the National Employment Service.

LA 11 Percentage of employees receiving regular performance and career
development reviews, by gender and by employee category

At the annual level, in the Company there is a reg-
ular assessment of employees in relation to their
competencies, which covers all the NIS employees,
classified in three main categories — managers,

specialists and workers. All the employees receive
a qualitative and structural feedback information
on the assessment results.

LA 12 Composition of governance bodies and breakdown of employees
per employee category according to gender, age group, minority
group membership, and other indicators of diversity

In 2017, the Board of Directors consisted of 9 male
members and 1 female member, 5 of which are in

the age group 30-50, whereas 5 members are over
50 years of age.

LA 13 Ratio of basic salary and remuneration of women to men by employee
category, by significant locations of operation

The Collective Agreement, under which the basic
salaries of the employees are defined in accord-
ance with the job grade, guarantees that the lev-
el of salaries in NIS is the same as that in oth-

er leading companies in Serbia. Each grade has a
clearly defined range - from the minimum to the
maximum amount of the basic salary, regardless
of gender.

LA 16 Number of filed, processed and resolved complaints related to the

Labour Law

In 2017, 1 new labour proceeding was initiated
against the Company (excluding the complaints
which were initiated with regard to determination
of mobbing) while 848 labour proceedings are ac-
tive from the preceding period.

Out of total number of the labour proceedings in
2017, 405 proceedings initiated in the preceding
period were finalized (274 for the Company’s ben-

efit and 131 proceedings with the detrimental effect
for the Company with negative financial effect of
3,881,641 RSD) as well as 1 court proceedings from
the current period (at the Company’s expense with
negative financial effect of 34,000 RSD).

Total value of the labour proceedings which ended
at the Company’s expense is 3,916,141 RSD.
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HR 3 Total number of cases of discrimination and corrective measures

that were undertaken

During 2017, not even one case related to discrimi-
nation in the Company was identified.

HR 4 Cases of threatened freedom of association and collective
negotiations and the undertaken measures

NIS supports the freedom of trade union associ-
ation and collective negotiations, so during 2017,
an intensive cooperation with the representative
trade unions of employees was continued (in NIS
j.s.c. Novi Sad and the subsidiaries). Furthermore,
in 2017, the Collective Agreements in NIS j.s.c. Novi
Sad and the subsidiaries in the Republic of Serbia

were concluded (in Naftagas-Oilfield Services Ltd.
Novi Sad; Naftagas-Transport Ltd. Novi Sad; Naf-
tagas-Technical Services Ltd. Zrenjanin and Sci-
entific and Technological Centre NIS-Naftagas Ltd.
Novi Sad). There were no recorded cases where the
freedom of association and collective negotiations
was threatened.

Number of employees in representative Trade Unions

Name of the Trade Union

Uniform union organisation at NIS
j.s.c.

UO Special works
(Naftagas — Oilfield Services)

UO Technical Services

UO Transport

Total

2016 2017

2,651 2,659
e 307 .......................................................... 313 .

76 92

177 152
B 2 13 ......................................................... 194 .

L4 45

3,468 3,455

HR 5 Business processes and important suppliers who were identified
as those with a significant risk of child labour existence, and
measures undertaken in order to contribute to effective banning of

the child labour

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

conventions, in case of child labour as well as in
other fields of business operations.
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HR 6 Business processes and important suppliers who were identified
as those with a significant risk of forced labour existence, and
measures undertaken in order to contribute to elimination of all

forms of the forced labour

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

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

HR 12 Number of complaints which refer to violation of the human rights,
processed and settled through official mechanisms for complaints

During 2017, 7 new proceedings were initiated in
the Company with regard to mobbing while the ex-
istence of 20 proceedings from the preceding peri-
od was determined.

Out of total number of proceedings in 2017, 6 pro-
ceedings from the preceding period were settled, 4

of which in favour and 2 of which at the expense of
the Company.

Total value of the proceedings, which were settled
at the Company’s expense, is 700,000 RSD.

SO 3 Total number and percentage of the organizational units for which
the corruption related risk was assessed and significant identified

risks

In all organizational units of the Company, the
main corruption related risks have been contin-
uously analysed. A permanent monitoring of the
indicators of corruption* is being performed, pri-
marily in the field of procurement of goods and
services, in business operations with purchas-
ers, as well as through the process of verification
of the candidates for employment, appointing to
managing and other managerial positions within
the Company, and in the process of verification of
the business and economic entities at the time of
entering into the contractual relationship and ap-
proval of the contracted and normative and meth-
odological documents.

* The expression “corruption” implies the definition used for the
analysis which is taken from the National Anti-Corruption Strategy:
Corruption is a relationship based upon the abuse of given authoriza-
tions in public and private sector for the purpose of gaining of personal
benefit or any benefit for another person. This is a broader interpreta-
tion of corruption, which is not reduced only to the generally adopted
opinion that it is related to giving or receiving a bribe, but it also im-
plies any action which originates, partially or fully, from the socially
unacceptable motifs.

The area of business activities that is especially
exposed to the corruption related risk is procure-
ment of goods and services, considering the direct
communication with the suppliers and significant
cash flow, and the initiative for corruptive behav-
iour may originate both from the supplier and the
client. However, corruption activities are also char-
acteristic for the field of business operations with
the customers, most usually through the privileges
given to some, so-called “large” purchasers, but
also thorough favouring upon the parity, method
of transportation or dispatch time. The most wide-
spread aspect of giving privileges to the custom-
ers is expressed through entering into contract or
delivery of the larger quantity of goods, regardless
the unsettled financial liabilities, occurring from
the preceding contracts and deliveries. Through
risk assessment, as a specifically difficult form of
corruption, there is corruption identified in cases
when the competent commercial executants of the
contract, deceive the managers and other partici-
pants in the process of approval of the contracting
documents, by inputting of imprecise or incorrect
data into proposals and the approval lists.
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During 2017, multiple indications pointing to ele-
ments of possible corruptive activities were ana-
lysed, especially in procurement sections. By risk
assessment, the following risks were identified as
the main corruption related risks:

Abuse of the responsible person’s position,
whereas the occurrence factors, there are: irre-
sponsible attitude towards entrusted property of
the Company; insufficient protection of the Com-
pany’s property; nonexistence or incompleteness
of internal control procedures; omissions in work
of the line and functional managers; unlawful
actions undertaken by the employees.
Unconscientious work within the section
Embezzlement within the section

Disclosure of a business secret

Development and deepening of the awareness
of the Company’s employees on recognition and
harmfulness of the existing forms of corruption.

Preventive activities which would improve the
business atmosphere and reduce the possibili-
ties of the corruptive operation.

Trainings, lectures and professional workshops
as the expert help to the management in rec-
ognizing of elements of corruption.

Participation in preparation and approval of
internal normative documents for the purpose
of establishing of controlling mechanisms for
reducing of the possibility of corruptive actions
to a minimum.

Cooperation, improvement and coordination of
the measures and activities at suppression of
corruptive activities with the competent state
authorities.
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SO 4 Communication and training related to the rules and procedures

against corruption

Members of the NIS’ managing authorities are
made familiar with anti-corruption rules and pro-
cedures through the Resolution of the CEO from
2014, adopting the standard form of the Agree-
ment on Anti-Corruption Behaviour. Also, mem-
bers of the managing authorities were able to gain
insight into the Company’s Policy in the area of
fight against corruption and fraud, in particular
into the clause on compliance with legislation in
the area of fight against fraud and corruption. All
members of the managing authorities are familiar
with the rules and procedures that are currently
implemented in NIS, and are related to anti-cor-
ruption activities, these being the Board of Direc-
tors, Advisory Board Council and the members of
the Board of Directors Committees (Audit Com-
mittee, Appointment Commission and Remuner-
ation Commission).

In 2017, communication of anti-corruption policies
and procedures has been carried out continuous-
ly, so that all new employees have been included
in the induction training that included corrup-
tion issues. For the purpose of educating about
anti-corruption procedures an induction train-
ing has been designed for new employees entitled
“Fight against Corruption and Organised Crime*.
It indicates the basic elements of implementation
of the anti-corruption policy of the Company, the
preventive measures against corruption develop-
ment, disclosure of developed corruption capaci-
ties, and tasks of the service in charge of provid-
ing support to decision makers enabling them to
recognize corruption elements, and cooperation
in the area of prevention of corruptive behaviours
of individuals with competent state authorities.

In 2017, the Company implemented direct forms of
training of employees on topics which, inter alia,
indicated the anti-corruption issues. The topics
were related to classified activities, the protection

of information, and exchange of confidential data
with the state authorities and the mother com-
pany. The subject trainings included 62 employ-
ees in total. Also, any organized form of contact
with certain categories of employees is used for
guidance and training, mainly through the con-
trol activities of retail and other facilities of the
Company and in the process of approval of con-
tract documents.

NIS concluded Agreements on Anti-Corruption Be-
haviour with all business partners with whom it
entered into a contractual relationship, in order to
preserve and ensure a favourable business environ-
ment through preventive and specific action in the
fight against corruptive and/or illegal actions and
treatment. CEO Decision also envisages the pro-
cedure in cases where a business partner refuses
to sign the Agreement. Then, the initiator of the
conclusion of the Agreement from NIS informs the
competent authorities, after which measures and
actions are being taken on the establishment of the
actual reasons that led to failure to sign the Agree-
ment, and then a harmonized decision is being
made on further action. The Security Department
also takes measures within its competence in the
field of anti-corruption operation, as well as verifi-
cation of the approved contracts and of the consis-
tency and validity of anti-corruption agreements.

Continue the constant exchange of data with the
Company’s organizational units management, es-
pecially with those whose scope of work includes
conduction of the procurement activity, as well as
the sales of goods and products of the Company and
perform the assessment of the need for additional
trainings/lectures or workshops related to the em-
ployees’ actions with regard to recognition and im-
plementation of the anti-corruption measures.
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SO 5 Confirmed cases of corruption and undertaken measure

Against employees whose actions or omissions re-
sulted in harmful consequences for the Company,
and which were based on corruptive motives, 226
proposals were submitted to the competent man-
agers in 2017 to initiate disciplinary or misdemea-
nour proceedings. In addition, there were criminal
offenses of embezzlement filed against 72 persons,
of which 71 were filed against third parties, and one
against a NIS employee from the category of me-
dium managers. The highest number of criminal
complaints filed against third parties, 69 of them,
relate to the criminal offense of theft, and are re-
lated to the theft of derivatives by removing the
perpetrators after the refilling of derivatives at the
Company's retail facilities without paying the bill.
The remaining two criminal charges against third
parties relate to the criminal act of causing bank-
ruptcy, which resulted in harmful consequences for
the Company in the amount of more than 400 mil-
lion RSD and the criminal act of causing the gen-
eral danger. A total number of 52 employees from
the category of engineers, technicians and workers
were fired from the Company.

In 2017, 70 cases were registered where the contract
with the business partners was cancelled or where
the already existing contract on business coopera-
tion was not renewed. The reasons are as follows:

Unprofessional attitude towards contractually
defined liabilities, noncompliance with the
agreed deadlines and dynamics (6 cases);

SO 6 Total value of contributions to
support user

According to the adopted document “External Pol-
icy”, the official position of the Company is that it
does not finance operation of the political parties.

Suing of the partner companies due to failure
to settle the contractually defined liabilities
which resulted in adverse financial and other
consequences for the Company (54 cases);
Unprofessional attitude to undertaken liabilities
in the form of accepting of the work, and then
withdrawal from it before contracting (2 cases);
Refusal of communication of the partner
company’s representatives with the competent
persons of the Company and invoicing of the
works that were not realized at all (1 case);
Installation of inadequate and not contracted
equipment (4 cases);

Offering by the partner companies to the
Company, of equipment per several times higher
prices in conditions when it has a sole right to
offer the subject products at the Serbian market
(1 case);

Based upon the order from the mother company
(2 cases).

Out of the registered 70 cases in which the contract
was terminated or a contract with a business part-
ner was not renewed, there were no, in the narrow
sense, non-renewable contracts, the reasons for
which are of a corrupt nature, whereas in the wider
sense, 57 cases can be classified under the causes
of corruption.

political parties per country and per

SO 7 Total number of legal proceedings due to anti-competitive and
monopolistic conduct, according to the result

In 2017, there were no cases of initiated proceed-
ings and there were no disputes against the Com-

pany due to anti-competitive and monopolistic
behaviour.
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SO 8 Monetary value of significant fines and the total number of the
non-cash penalties due to incompliance with the laws and regulations

In 2017, there were neither significant fines nor
monetary penalties for the Company due to incom-
pliance with the laws and regulations.

SO 9 Percentage of new suppliers that were analysed from the aspect
of the society impact criteria (corruption, lobbying, non-competitive
behaviour, incompliance with the law)

By participating in the procedures of approval of
procurements in the Company, the competent ser-
vice complexly examines the potential economic
entity with which the Company can enter into a
contractual relationship. In this regard, the finan-
cial indicators of the business of potential customer,
professional and expert competence, the personnel
potential, the number and the essence of conduct-
ing of possible court proceedings (separately in the
capacity of the respondent, and separately in the
capacity of the plaintiff), as well as possible previ-
ous participation in the acts that can be classified
under corruption.

In 2017, 9,065 business entities with which busi-
ness cooperation was planned were verified, while
68 or 0.75% of them were not approved for various
reasons. Non-approval refers not only to estab-
lished or grounded suspicions of corruption, but
to all expressed verified elements. A non-approved
client is the one for whom the analysis determine
that by establishing a contractual relationship with
the same, business risks per Company may occur.

The reasons for non-approval of a potential cos-
tumer may be as follows:

Iliquidity (current or frequent)

Non-economic property — value of the item does
not comply with the market conditions, and the
business with smaller number of companies is
being favoured

Unreliability in business (or potential unreliabil-
ity), which may imply that the potential client
does not have the necessary (requested) referenc-
es, that he/she does not possess the certificates
required for performance of the contracted lia-
bilities, that because of the prevalence of a large
number of current jobs, the available working

capacities have been reduced, that he/she does
not possess the necessary funds for performing
contractual liabilities

Incompetence — a business entity is not regis-
tered for performance of the activity which was
foreseen, or it is registered but it engages the
subcontractors which are not registered for the
required activity

Disloyalty (or potential disloyalty) — e.g. in the
list of references, the company provided infor-
mation on its engagement on similar works for
the needs of another company that is a competi-
tor of the Company, which represents the risk of
the Company's business data leak

Conflict of interest, etc.

Also, the relevant service participated in the ap-
proval of 6,503 contracts, of which 138 or 2.12%
were not approved.

An analysis of all 665 new suppliers in 2017 was
made, and the consent was not given to 68 poten-
tial contractors, in which the existence of a real
or potential negative impact on the Company was
established. Potential customers are analysed from
the aspect of corporate security and potentially
negative impacts on the Company's business before
the selection of suppliers, which prevents the pos-
sibility of signing the contract if the contractor is
not approved.

The relationship between the supplier and the con-
tractual liabilities and the experience from the
previous business cooperation, incorrectness and
abuse of relations, in accordance with the provi-
sions of the Law on Obligations and Business Cus-
toms, invoicing the bills for non-performed and
unrealized services / works / goods, delivery of used
and depreciated materials and other were all tak-
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en into consideration. In addition, the connection
of the technical or commercial persons themselves
with the representatives of the contractors was an-
alysed in cases where there was a suspicion of the
presence of a real or potential negative impact on
the Company in the field of procurement activities.

In order to eliminate the business risks, in NIS,
there is a List of unreliable suppliers, buyers and
contractors, which includes companies that in the
previous period failed to meet contractual liabil-

ities in the work with the Company (improperly
performed works, improper business cooperation,
abuse, etc.).

In addition to 68 suppliers, which in 2017 were report-
ed to have a negative impact on NIS's business and
which were added to the List of unreliable suppliers,
21 of them were excluded from the existing List as a
result of improving of the business climate and re-
moving of non-approval, thus making them qualified
again for potential suppliers of the Company.

SO 10 Significant real or potential negative impacts to society under the

framework of the supply chain

Considering the cooperation with a significant
number of partners in Serbia, by the examples of
good practice in the business, NIS positively influ-
ences the elevation of business standards and the
willingness of other companies to provide services
of better quality, which contributes to improving of
the business climate in the country.

Apart from internal lectures, complex activities
on affirmation of economic security at the mar-
ket of the Republic of Serbia have been undertaken.

The lectures that were given to the attendants of
the 61st class of the General Staff’s development,
which under the framework of corporate and eco-
nomic security, pointed to the measures taken and
the results achieved in the fight against corruption,
are stressed out as being significant. Furthermore,
covering this issue, the lectures were also given to
the attendants of the Defence and Security Stud-
ies of the Serbian Armed Forces, in which they got
familiar with the activities of the Company in pre-
venting corruptive activities.

SO 11 Number of filed, processed and settled complaints related to the

Company

In 2017, there were no determined cases of violation
of ethics of business conduct in the Company, re-
ported through the SOS line.
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PR 1 Life cycle stages in which health and safety impacts of products
and services are assessed for improvement, and percentage of
significant products and services categories subject to such procedures

Continuous modernization and the introduction of
innovative technologies in all areas of business are
the foundations upon which NIS bases its strategic
position of the leader at the regional energy market.
In a world that is constantly changing and techno-
logically advances, NIS introduces modern technol-
ogies to meet the growing demands of consumers,
but also to respond to the need for further improve-
ment of environmental protection.

For that purpose, NIS has initiated two capital proj-
ects whose realization will bring numerous business
and ecological benefits. In the Pancevo Oil Refinery,
the "Bottom of the Barrel" project is under way, by
whose finalization, the NIS processing plants will
be ranked among the most modern ones in East-
ern Europe. In addition to the large quantities of the
highest quality fuels, as well as the domestic pro-
duction of coke that has been imported to Serbia so

far, the completion of the “Bottom of the Barrel”
project shall also imply the occurrence of conditions
for the cessation of production of high-sulphur fuel
oil that will have a positive impact on environmen-
tal protection in Serbia and the region.

Furthermore, in 2017 NIS made a significant step
towards the construction of the Thermal Power
Plant and the Heating Plant (TE-TO) Pancevo, whose
technology is currently the best in terms of energy
efficiency and ecology, thus representing econom-
ically the most feasible technical solution for the
use of natural gas as a fuel. The realization of this
project will also contribute to the energy stability of
the Republic of Serbia, as significant quantities of
electricity produced will be directed to the domestic
energy system. At the same time, the construction
of this modern power plant will enable the produc-
tion of environmentally clean energy.

PR 2 Total number of incidents of non-compliance with regulations and
voluntary codes concerning the health and safety impacts of
products and services during their life cycle, by type of outcomes

In 2017, no sanctions were imposed on the Com-
pany due to non-compliance with regulations and
voluntary codes concerning impact of products and

services on consumer’s health and safety during the
entire life cycle of products and services.
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PR 3 Type of product and service information required by the
organization’s procedures for product and service information and
labelling, and percentage of significant product and service
categories subject to such information requirements

As a socially responsible company, NIS consistently
introduces and implements all measures required
by the EU and the ECHA to protect human health
and the environment from risks arising from the
use of chemical products. The Company labels its
products in accordance with current legislation,
providing information on the hazards and potential
impact to human health and the environment. In-
formation on the chemical composition and prop-
erties of the product, type of storage, product han-
dling, transport and disposal of waste is contained
in a safety data sheet and on labels. Elements of
product labels, such as pictographs and the corre-
sponding markings and phrases indicating hazard-
ous properties, are shown on packaging.

The Safety Data Sheet (SDS) is a legally prescribed
document that has been mandatory since 2013. It is
the main instrument of communication from sup-
pliers to consumers as manufacturers and importers
have to provide information about how their sub-
stances or mixtures can be used safely for human
health and the environment. The Safety data sheet
content is tailored to the needs of professional users
and provides them with information about the real
predictable physical and chemical hazards arising
from the properties of chemicals and their associat-
ed risks to human health and the environment.

The Safety Data Sheet also contains information
relevant to others, such as those engaged in the
transport of dangerous goods or that are respond-
ing to chemical accidents.

REACH (Registration, Evaluation, Authorization
and Chemicals) is a prerequisite for exporting the
Company’s products to the European Union. Given
that the Company exports a significant portion of
its products to the EU, extensive studies and activi-

ties were conducted within NIS in order to fulfil the
requirements of REACH.

All REACH requirements are fulfilled in accordance
with set deadlines, and a positive decision by the on
the registration of substances produced by NIS was
received from the ECHA.

In 2017, the REACH / SDS project was implemented.
The REACH and SDS was formed on the Company's
website in the product and service section, within
which this mandatory documentation will be made
available to buyers in the RS (Safety Data Sheet) and
importers of NIS products in the EU (in Serbian,
English and optionally in languages of importers).
In addition to complying with the legislation, this
enabled NIS to provide up-to-date information the
customers and stakeholders, improve safety and
compliance with ecological norms, provide timely
information on products and changes in the supply
chain and reinforce the Company's operations and
image in an efficient manner.

The study of the chemical composition of products
that have the lowest possible negative impact on
the environment, and,

Providing information and user training on
understanding the elements of labelling and their
application of instructions on safe use and disposal.
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PR 4 Total number of incidents of non-compliance with regulations and
voluntary codes concerning product and service information

and labelling

In 2017, no sanctions were imposed on the Com-
pany due to non-compliance with regulations and

voluntary codes concerning labelling of products
and services.

PR 5 Practices related to customer satisfaction, including results of
surveys measuring customer satisfaction

Currently, customer satisfaction is measured and
monitored through a Tracker study aimed at track-
ing drivers’ habits and attitudes. It is a continu-
ous loyalty and customer satisfaction monitoring
study. The study was first conducted in 2014 and
from 2016, it is implemented annually.

NIS, as an absolute leader in the market, enjoys sta-
ble and high customer satisfaction in 2018, with 95%
of satisfied regular users at NIS Petrol and 98% at
Gazprom fuelling stations. The main factors influ-
encing the high satisfaction are the wide network of
fuelling stations and the customer service. The ap-
pearance of the stations, quality and variety of fuel
products are also very positively evaluated aspects.

PR 6 Sale of banned or disputed products

No sales of products that are banned or are the sub-
ject of a public debate on certain markets were con-
ducted in the Company in 2017.

PR 7 Total number of incidents of non-compliance with regulations
and voluntary codes concerning marketing communications, including
advertising, promotion, and sponsorship, by type of outcomes

In 2017, no sanctions were imposed on the Com-
pany due to non-compliance with regulations and

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

PR 8 Total number of substantiated complaints regarding breaches of
customer privacy and losses of customer data

In 2017, there were no procedures initiated due to
the violation of customer data privacy.

PR 9 Monetary value of significant fines for non-compliance with laws and
regulations concerning the provision and use of products and

services

In 2017, there were no fines imposed for noncom-
pliance with laws and regulations concerning pro-
vision of services and use of Company products.
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OG 1 Volume and type of estimated proved reserves and production

In accordance with the laws of the Republic of Ser-
bia, the Company is not in a position to report on the

estimated quantity and value of oil and gas reserves.

OG 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 potential showed that the sector for de-
velopment of renewable sources of energy is one of
the main contributors to fulfilling environmental
protection development plans, power generation
and energy efficiency at the global level, and the
potential of renewable and alternative sources of
energy is a major challenge for the future.

NIS has paid 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 the geothermal
capacities. In recent years, the industry has sig-
nificantly increased the use of geothermal energy
to heat buildings, sanitary water, open and closed
pools, greenhouses, etc. The use of geothermal en-

ergy makes it possible to reduce the costs of pur-
chasing energy-generating products for heating
infrastructural facilities and ensure the presence
of NIS in the energy market of Serbia. The projects
in the field renewable energy sources and geother-
mal energy projects have a significant impact on
increasing energy efficiency. The objective of the
program is to introduce the practice of using en-
ergy rationally and increasing energy efficiency as
well as implementing new technologies for reduc-
ing energy consumption.

Particular emphasis should be given to the partic-
ipation of NIS in the development of a wind power
generation project. NIS, together with its partners,
finances and participates in the Plandiste Wind
Farm project where it plans to build wind genera-
tors with a power of nearly 100 MW and produce up
to 290 GWh per year.

OG 5 Volume and disposal of formation or produced water

Volume and disposal of formation or
produced water (m?)

Produced formation water

Disposed formation water

Entire quantity of produced formation water is injected.

During oil and gas exploitation and execution of
the mining operations in the wellbores, a signifi-
cant quantity of the formation (reservoir) water is
also exploited. This water contains hydrocarbons,
salts, originating from geological formations. Hy-
drocarbons, suspended and dissolved substances

Relative change

2016 m3 2017 m? 2017/2016
5)14—6)612 4)782)849 _70/0
5)146)612‘ 4)782)849 ~7%

are separated from formation water and purified
formation water is, through the systems for prepa-
ration and injection, injected to a certain depth into
selected wellbores which are out of function. Thus,
the possibility of pollution of water and geological
layers is prevented.
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OG 6 Volume of flared and vented hydrocarbon

In 2017, the amount of flared free and dissolved
gas in Exploration and Production amounted
to 18,669,746 m3, The estimated quantity of gas

vented into the atmosphere without being flared
in the Severni Banat Production Unit amounted to
90,176 m3.

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 2017, as part of regular activities related to the
drilling of new oil wells, a total of about 25,000 t
of waste drilling material was generated. This was
disposed of immediately after generation. All waste
generated during drilling was collected immedi-
ately and disposed of at the Novo MiloSevo Waste
Mud Landfill.

In 2017, all the drillings rigs that were equipped
with metal mud pools that are installed on the
surface, thus excluding the concrete pools buried
in the ground. In addition to these, the process of
covering locations with PVC foil was made a prac-
tice, so that environmental protection was raised
to an even higher level and the contact between
the mud and surrounding land disabled even in the
case of accidents.

OG 8 Benzene, lead and sulphur content in fuels

Fuels in the Company are produced in accordance
with the prescribed quality according to the re-
quirements of the national regulation.

OG 10 Number and description of significant disputes with local
communities and indigenous people

In 2017, there were 5 new disputes initiated in the
Company due to compensation for damage for unused
land or due to recultivation and 22 disputes were de-
termined to exist from the previous period.

Of the total number of disputes in 2016, 6 disputes
were, 5 from the previous period and 1 from 2017, 4
in favour of the Company and 2 against the Company.

The total value of disputes finalized at the expense of
the Company amounts to 4,239,150 dinars.

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

affected in the process

In 2017, no involuntary resettlement cases took
place and no proceedings and disputes were initi-
ated and conducted against the Company.
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OG 13 Number of process safety events, by business activity

The industrial safety management system in-
cludes key hazard identification processes, risk
assessments and management of risks related to
processes and process equipment. With the mod-
ernization of production, application of advanced
technological solutions and training of employees,
such a system ensures adequate prevention, moni-
toring and a timely and efficient response in emer-
gency situations.

Based upon the conducted detailed analysis of
the status of the process safety, places within the
system which require systematic improvements
are recognized. A series of workshops were held
with operational personnel, during which various
tools for efficient risk management and making
of the adequate decisions were practically tested,
being: HAZID, Bow-tie, ALARP, change manage-
ment, etc. The workshops that were held served
as the entrance for updating of normative and
methodological documents and preparation of
plans for training in 2018.

The transparency of reporting of events relat-
ed to process safety was significantly increased,
through analysis by which a timely undertaking
of adequate technical measures was enabled. The
transparency of minor and potential events was
increased even for 12 times.

Plans for 2018 from the field of process safety:

Improvement and implementation of process
safety elements

Integrity of equipment and reliability
Identification of threats and assessment of risks
(tools: HAZID, Bow-tie, etc.)
Changemanagement (technicalandtechnological)
Implementation of isolation and locking of
equipment

Conduction of trainings for the on-field employees
and the line managers

Implementation of the target supervisory visits

Realization of the international project “Smart
resilience”

In accordance with new legal regulations of the RS,
passed Resolution on categorization of the Com-
pany’s facilities, as well as the newly occurred
technical and technological changes at the loca-
tions/ facilities, the updating of the existing and
the preparation of a large number of new Plans for
fire protection were performed. For the purpose of
increase of the level of compliance with the legal
and sublegal acts in the field of fire protection, NIS
hired new members of the firefighting brigades in
Elemir and Nis.

The additional procurement of the necessary radio
devices for the requirements of functioning both
during the regular operation and during the emer-
gency situations was performed.

The funds for procurement of a service of the ten-
year-long service of hydraulic arm and platform in
V] Pancevo were provided, and so were the funds
for procurement of thermal vision cameras for the
requirements of the firefighting brigades, which in-
crease the safety of the members of the firefighting
units during the interventions through better in-
sight into the conditions (temperature field) of el-
ements where the intervention is being performed.

Increase of operational efficiency and effectiveness
of the firefighting brigades is performed through
trainings but also through procurement of new or
repair of the existing equipment. For that purpose,
6 members of the firefighting brigades passed a
prestigious training for fire protection at the Uni-
versity in Sankt Petersburg. Furthermore, two new
firefighting trucks were purchased for the require-
ments of the newly formed firefighting brigades.

For the purpose of creation of more favourable legal
framework, there was the initiative with the com-
petent ministry for amendments of the sublegal act
which regulates the liabilities related to personnel
and technical equipping of industrial firefighting
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brigades. A strong cooperation with the sector for
emergency situations of the Ministry of Internal
Affairs was established, at all levels, and especially
from the scope of work of the firefighting brigades
(joint drills, exchange of information on techni-
cal novelties, etc.). Moreover, the cooperation was
also improved in the field of inspection supervision
which differs, in comparison to the preceding pe-
riod, in the aspect of a constant trend of decline
of the number of ordered measures, regardless the
fact that the number of performed inspection su-
pervisions is growing,.

In 2017, the Republic of Serbia adopted new regu-
lations regulating the area emergency situations.
In accordance with the legal requirements, NIS
adopted new emergency situations documents
and revised the existing ones.

The focus of activities during 2017 was on improv-
ing cooperation with the neighbouring SEVESO
operators in certain NIS facilities in the field of
communication and assistance in case of tech-
nical and technological accidents. Several joint
drills were undertaken with the participation of
competent state authorities.

Better working conditions were provided for the
teams which are activated in case of emergency
situations in NIS. The Hall for operation of the
Support group for the team for management of ca-
tastrophes — crises was determined and equipped
with the interactive board, computer, as well as
with multiple connections to the local network of

the Company. In this way, a better and safer con-
nection of the NIS teams with the competent state
authorities was realized.

Improved cooperation with the representatives of
local self-government and competent state au-
thorities was established in the field of natural
disasters and other emergencies.

The practice of conducting practice drills with
teams for response in emergency situations con-
tinued. Four joint command and defence and res-
cue drills were conducted in NIS in 2017, which
involved participation of the crisis-catastrophe
management team, emergency preparedness and
response teams in the Blocks and organizational
units in the Blocks in solving the most complex
situations in the event of emergency and dis-
ruption of continuity of operations. In 2017, the
electronic HSE notification system in NIS was im-
proved as well as reporting to Gazprom Neft.

For the purpose of improvement of the risk man-
agement processes in the field of emergency sit-
uations/crises and enabling of automated coor-
dination of response to the emergency situation/
crises (timely and efficiently), the activities re-
lated to the project of crises/emergency situation
management automation in cases of any kind of
emergency situation (natural disasters and tech-
nological accidents-technogenic catastrophes),
i.e. suspension of continual business activities due
to these or other reasons (declaration of the state
of emergency in the country), a longer interrup-
tion of the infrastructural sources of energy, pan-
demics, terrorism, etc., were initiated.

OG 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 Directive
2009/28/EC. The completion of the project “Blend-
ing of bio components with diesel fuel in the 0Oil
Refinery Pancevo“ will allow NIS to fully fulfil the
expected requirements relating to diesel fuel in the
transport sector, at the moment of enactment of
future RS biofuel and bioliquid regulation.

Options for blending bio components into motor
fuels are currently being considered in accordance
with the applicable National Action Plan for renew-
able sources of energy. Due to the characteristics of
individual bio components for fuels, the blending
option is also being considered in the Oil Refinery
Pancevo and in certain petroleum products ware-
houses. In 2017, the Company did not procure or
blend bio components into Euro Diesel and conse-
quently Euro Diesel B7 was not produced.
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IHDEPENDENT ASSURAMNCE STATEMENT
TO THE MANAGEMENT OF NAFTHA INDUSTRIJA SREIJE A.D. HOV| SAD

The 2017 Corporate Responsibliity Report {“the Report™ of Mafina Industrija Srbije d.o.0. Hevl 5ad ("the
Company™} his been prepared by (he Company's management which s redponiible for the coflection and
presertation of the information confained theeein, Qur responsiblity s limited In carrying out & limited
assurance engagement on specific scope on the Report, which I3 prepared in accordance with the =in
stcordance - Corfe™ option level of the GRI G4 Sustainability Reporting Guidelines (“GRI Gd™L Dwur
responsibility In perfarming our assurance engagement (5 salefy to the management of the Company and in
accordance with the terms of reference agreed betwesn us. We neither accept nof we assume any
responsibility and for any oiher purpose to sny other person of organization. Any reiance any third party
my place an the Report ks entinely at ks own risk and responsibality.

The Campany's management is respansible for the preparation of the Repart in sccordance with the GRIGA,
In particular, the Company's mansgemaent ks responssble for internal controls belng designed and
implemenied to prevent the Report lram being materially misstated. In addstion. the Company's
management is responsibde for enswring ihat the documentation provided to us Is complete and accurale,
The Company's management is aiso resporsible for maintadning the internal control system thal reasonably
endisres that 1Be decumsniation deseribed above |5 free from material misstatements, whether due fo fravd
o #rar,

WORK SCOPE AND CRITERIA

The assurance ¢ngagement has been planned and pericrmed in accordance with the internationsl Standarnd
on Assurancs Engagements Other Than Audifs of Reviews of Historical Financial infermation ("ISAEI000"
revised), in order bo provide a limited bovel assurance opinion on:

1. The accuracy and completenass of guantitative data and the plausibity of gualitathoe information
related to the GRI G4 General Standard Disclosures, required fod the “In sccardance - Core” oplan.

2. The sccurscy and completeness of quantitative dats (performance indicaters) and plausib®ity of
statements (GRI G4 Disclosures on Management Approach) relabed {o the GRI G4 Specific Standard
Disciosures, which correspond to the most material Msuss, a3 presented I ihe Compamy's
materiality analysss,

3. The Repert's “in accordance - Core™ adherence against the related GRI G4 fequirements.
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WHAT WE DID TO FORM OUR CONCLUSIONS

in order to form aur conclusions we periarmed (but were not limited 1o} the stept outiined below:;

s

rs

=

Pertormed interviews with Management execulives In order to understand the Company's corporate
responsiility processes, palicies and sctivities during the reporting peviod.

feviewed Information In crder to substaniiate dala and statements regarding the Company's
sustainabillly performancs in 2017, a4 these are predented in the Report.

Reviowsd the Company's processes lor defermining material insues (o be Included in the Report, as
well a5 the coverage of these materiad isswes within the Report, material issues covered by media,
and susiMnabifity reporis of sslpcted peers.

interviewed specialists responsibée for managing, colfating ard reviewing data related io the GRI G4
General and Specilic Dliclosures under the scope ol our engagement, for internal and public
reporiing purposes,

Revigwed rebevant documentation and reporiing systems, including collation tools, templates used,
and guidance documsnis.

Rewvigwed the Report for the appropriale presentation of the GRI G4 General snd Spegific Standard
Disciosures under the scope ol our engagement, which included discizasions of Bmitations and
assumptions redating te the way data are presenied,

Aevipwed the GRI G4 Content index ard the references included therein, against the GRI G4
reguirements for thi <in accordance = Core™ aption.

LEVEL OF ASSURANCE

Qur procedures were designed in arder bo oblain & Bmited level of assurance (as sl out n [SAE 3000-
revisedy an which we formed our conciusions, The extent of thess procodures is Fess than those oesigned to
oblaln & reasonable level of sisurance and therelare a lower level of assurance 5 cbtained.

LIMITATIONS OF OUR REVIEW

I

Owr review was fimited to the Serbian verskon of the Reporl. In the evend of any Inconsistency in
transiation betwesn the English, Russian amd Serblan versions, as far as gur conclusiont are
concerned, the Serblan version of the Report prevalls.

We do nol provide any assurance relating to futwre information swch as estimates, expeclations or
targets, or their achievabisity.

The scope of our work did not include any réview of third party activities or performance, nos
sitending Ay stakeholder engagement sctivities,

Qur review did not include testing of the Infermation Technolegy systems used of upon which the
colfction and aggregation of dala was based by the Company.



2017 Report on Sustainable Development

127

EY

Bullding a bett

warkin

g world

CONCLUSIONS

Baied on our review and according to the terms ol relerance and the limitations of our wark, we report the
fallawing conclusions. Our conclushans are based on the appropriate appiication of the selected criteria and
shoubd be read in confunction with the “What we did to ferm our conclasions™ seciion abovi.

1. How complete and accurate are the quantitative data and how plausible 3 the gualitative information
related to the G&i G4 General Siandard Disclodures under the scope of our engagement?

-

Hobhing has come to ouw attention that causes us to belkeve thal any reporting wnif, according 1o
the set boundary and time pevicd stated | the Report, B not intiuded In Ehe guantitative data of the
Report relaied to the GRI G4 General Standard Biscloyires under Lhe scope of our engagement.
Mothing has come bo our attention thal caudes ud to balieve that errors or inaocuracles exist in the
collafkan of the quaktative data related to the GRI G4 General Standard Disclosures under the scops
of gur engagement, or bn the transpogition of these data to ihe Report, that would materially alfect
the way they are presented.

We have reviewed information and explanations on sefecied Managemeni statements (qualitative
infarmation) refated to the GRY G4 General Standard Disclosures, as thess are presenied in the
Report and no material misstalements came 1o our atlention.

Mothing has come to ouwr attention that causes us to believe thal materialty analysis is inaccurately
preseniad based on the procedures Tollowed by the Company,

2. How complete and accurate are [he guaniitative data (periormance indicators) arnd how plausipie are
the statements (GRT G4 Disclosures on Management Approach) relaled to the GRI G4 Specific Standard
Disclosures under the scope of our engagement?

[S
f

Mothing has come to our attention that causes ws to beBeve thal any reporting, accarding Lo the &t
boundary per malerial lssue and the time period stated in the Report. is not included imo the
guantitative data {periormance indicators) of the Report related to the GRI G4 Specific Standard
Discipsures under the scope of our engagement.

Mothing has come bo owr atbention thal causes s to believe thal #rrors or INaccoracies axist in the
collation of the data related to the GRI G4 Specillc Standard Disclosures ender the scope of awr
engagement, or in ihe iransposition of these data 1o the Report [hat would materially aflect the way
they dre presented.

We hawe reviewsd information and explanations on selected Management stalements (GRI G4
Disclosures on Management Approach) redated to the GRI G4 Specific Standard Disclosures, a3
prossnded In the Report and no material misstatemaents came to our attentdion,

3. Dioes the Report meet the GRI G4 requirements af ke “In accordance - Core” option?

F

Based op our review, nothing has come to our attention that causes us to beleve that the Report
dows not meel the requirements ol the “In accordance - Core” option, as presented in the GRI G4
Content hoe.
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We conducted ouf assurance eogagement in sccordance with ntermallonal Assurance Standards,
particularly ISAE 3000 {revisedl These regulatibns require that we comply with ethical standards and plan
and perlarm our assurance engagament to eblaln limited sssurance about the specific scope explained
above.,

We apply International Standard on Quality Control 1 (IS0C 1), and accordingly, we maimtain a robust syastem
ol guality contral, inchiding policies and procedures documenting compliance with relevant ethizal and
prolessionsl standards and requirements in law or reguiation.

We comply with the independence and ather eiblcal reguirements of the [ES8A Code of Ethécs for
Prafessipnal Accountants, which sstablishes the fundemental principies of integrity, objectivity,
prodessionsl competence and dus care, condidentiality and professlonsl behavior.

Belgrade, 21 May 2018 i
e,
o - |:
] - ;
i"”%f o
Dlivera Kndri 2 ;

Aitherized Auditar
for Ernst & Youndg d.0.0. Beograd
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Glossary

Abbreviation Meaning of Abbreviations

Regulation on registration, evaluation, authorization and restriction of
chemicals
Level that is defined for certain tasks as a result of task assessment. Tasks
Grade allotted the same grade have approximately the same relative value in the
Company regardless of the function or organizational part they belong to.

MAC Maximum Allowed Concentration
ELV Emission Limit Value

PCB Polychlorinated biphenyls

GDP Gross Domestic Product

Global Reporting Initiative
GRI is an international non-profit organization founded in 1997 with an
aim to achieve the highest quality of corporate reporting on sustainable
development
All private individuals and legal entities interested in the business activities of
Interested parties  the Company who have influence on Company’s business results or are under
its influence
Directly Generated Income from sale + financial revenue + lease revenue + interest revenue + net
Value result on the basis of the sale of capital assets.
Procurement cost of the sold goods + cost of material + other business ex-
penses — various kinds of taxes.
A term generally used for cleaning and renewal-restoration (recultivation,
Remediation revitalization, regeneration) of a polluted spot — area or otherwise damaged
environment as a result of human activity.

EBITDA Earnings before calculated interests, income taxes and depreciation.
MHC/DHT Mild hydrocracking/hydro treating unit

NO Nitric oxide

SO, Sulphur (IV) oxide
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Abbreviation Meaning of Abbreviations
H,S Hydrogen sulphide
co, Carbon dioxide

Drilling fluid with multiple purpose in the wellbore during the drilling of oil
wells (bringing the drilled material to the surface, control of the layer pres-

It sure, prevention of inflow of layer fluids into the wellbore, prevention of the
fall of the bore wall).
ATE . Particles of drilled rocks carried out by drilling mud from the bottom of the
Drilling cutting
well to the surface.
Waste drilling mud Spent drilling mud during the well drilling process which is disposed in the
primary mud pits near the well.
FCC Fluid catalytic craker
Fluid catalytic cracker.
Injuries Rate IR
) Total number of injuries / total number of work hours*1000000
Lost days Rate ODR

Total number of lost days /total number of work hours*1000

LDR
Sick leaves due to work-related injuries / Total number of work hours*1000

Voluntary and NG organization based on freedom of association of several
private individuals or legal entities, founded with a view to achieving or im-
proving certain mutual or common goals and interests, which is not prohibit-
ed under the Constitution or any law.

Carbon capture and storage is the process of injection of carbon dioxide and
CCS deposit gas for the purpose of increasing utilisation of a deposit so that car-
bon dioxide is not emitted in the air

ECHA European Chemicals Agency
FSS Fuel supply station
HTS .................................... Hydro_the rm alsystem .................................................................................................................
GSS ..................................... Gassupplystatlon ...........................................................................................................................
SMS Supply and measuring station
FS ........................................ Fueumgstatlon(petmlstatlon) .................................................................................................

ESP Electrical submersible pumps
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Information

NIS j.s.c. Novi Sad
e-mail: office@nis.eu

Narodnog fronta 12
21000 Novi Sad
(+38121) 4811111

Milentija Popovica 1
11000 Belgrade
(+38111) 311 3311

Investor Relations
e-mail: Investor.Relations@nis.eu

Narodnog fronta 12
21000 Novi Sad, Serbia

Sector for Transactions with
Minority Shareholders
e-mail: servis.akcionara@nis.eu

Narodnog fronta 12
21000 Novi Sad, Serbia
Info Service: (+381 11) 22 000 55
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