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BUSINESS MODEL

LUKOIL is one of the world's largest companies supplying energy

products to over 100 countries

EXPLORATION AND PRODUCTION

EXPLORATION

LUKOIL is one of the leaders
by volume of proved

liquid hydrocarbon
reserves and sufficiency

of proved reserves.

The majority of reserves
are conventional.

15.3 14

billion boe countries
proved worldwide
hydrocarbon

reserves

CLIMATE ZONES:

from subarctic
to equatorial

\_

fn

HYDROCARBON
PRODUCTION

We develop reserves
of varying complexity
and produce oil

and gas condensate,
natural and associated
petroleum gas.

76% 24%

share of liquid share of gas
hydrocarbons production
production

> Leadership in development
of hard-to-recover reserves
in Russia
> Offshore and onshore projects
> Share of international projects
hydrocarbon production in total
hydrocarbon production —
around 17%.

POWER GENERATION

We generate and supply thermal and electric energy,
including low-carbon energy

15.8 1

in 4

billion kWh billion kWh countries
commercial power green energy renewable energy
generation supplied sources

to consumers

2N

P NI
HYDROELECTRIC SOLAR POWER WIND POWER
POWER PLANTS PLANTS PLANTS
a4 7 1
facilities facilities facility
&

[\

THERMAL POWER PLANTS AND
BOILER HOUSES
in the southern part of Russia

g

6.4%

RES share in total
commercial
power generation

oil refinery
yield

63%

ECTO branded
fuels in total retail
sales of petroleum
products

4

REFINING

Our refineries produce products for a variety means of
transport, as well as raw materials for other industries

il

lieN|

Fol

OIL GAS PETRO- LUBRICANTS
REFINING REFINING CHEMICALS
oil refineries gas processing plants  petrochemical plants  plants
in Russia In Russia In Russia In Russia?
oil refineries facilities at oil 6
in Europe' refineries in Bulgaria  plants
and Italy abroad?
PRODUCTS: PRODUCTS: PRODUCTS: >800
- motor fuel - liquid hydrocarbon - pyrolysis names
- bunker and jet fuel - marketable gas and organic of lubricants
- lubricants synthesis products, 30%
and bitumen fuel fractions °
and polymeric of lubricant
materials production
in Russia

Wy

MARKETING AND DISTRIBUTIO

We trade crude oil and marketable gas, sell premium quality
fuel products and lubricants both wholesale and retail. We also
supply electric power and heat, including green electricity

19

countries
worldwide
fuel stations
network

RETAIL SALES

5

AIRCRAFT
REFUELING

23%

share

of environmentally
safe marine fuel

in total sales

of LLC LUKOIL
MarinBunker

b

A~

MARINE
AND RIVER
BUNKERING

1%

share of energy efficient

lubricants in total

production of lubricants

(PVL + CVL)

] Q
LUBRICANTS
AND BITUMEN

Including 45% share in the Dutch refinery.
Including a joint venture of the production of lubricants INTESMO in Volgograd.
Including a joint venture of the production of additives LLC AddiTech in Belarus.
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SUSTAINABLE DEVELOPMENT GOALS OF THE LUKOIL GROUP SUSTAINABLE DEVELOPMENT GOALS OF THE LUKOIL GROUP
Maintaining Continued Embracing ethical Decarbonization Prioritizing High occupational Providing decent Contributing to the
an effective economic business practices and adapting environmental health and safety working conditions socio-economic
corporate sustainability to climate change safety standards development of the
governance system and development regions and countries
of the LUKOIL Group
operation
UN SDGs UN SDGs
RESPONSIBLE DECENT WORK AND GENDER DECENT WORK AND QUALITY glll.KMIIWTIH 6 CLEAN WATER QUALITY 'DECENT WORK AND QUALITY GENDER QUALITY ﬁ CLEAN WATER
CONSUMPTION ECONOMIC GROWTH EQuALITY ECONOMIC GROWTH EDUCATION ANDINFRASTRUCTURE ANDSANITATION EDUCATION ECONOMIC GROWTH EDUCATION EQUALITY EDUCATION AND SANITATION
ANDPRODUCTION M M /\/' . .
/ ¢ B & d il & LTIR W)
13 Soor 17 Fathicanns 14 Eowwre 13 fov EEmOMGGROWT ccovoucaeowns [ 17 Ttreoons
© o i @ 2
CONTRIBUTION TO NATIONAL PROJECTS OF THE RUSSIAN FEDERATION CONTRIBUTION TO NATIONAL PROJECTS OF THE RUSSIAN FEDERATION
Education
. . Healthcare
Labor Productivity Demographics Culture
- Digital Economy - Ecology Ecology and Employment Education Housing and Urban
Support Healthcare Environment .
Small and medium-sized
businesses
KPIs KPIs
9 RUB 92 min
92.2% 97'5A Ensuring the required level of Health, Safety, and U 9 /
- - . . ‘ 19 person -
refinery yield efficiency of APG usage Environmental Protection at LUKOIL Group entitiesat
throughout LUKOIL Group labor productivity
SUSTAINABLE DEVELOPMENT MANAGEMENT SYSTEM INDICATORS SUSTAINABLE DEVELOPMENT MANAGEMENT SYSTEM INDICATORS
i120 IRUB 9.46 trn [ [o) 118.5% I [o) 193% 1580 projects
sustainability issues direct economic value human rights violations reduction of GHG generated waste fatalities share of employees supported as part
considered at the Board generated emissions (Scope 1+2) to disposed waste ratio covered by collective of the Social and Cultural
of Directors meetings compared to the base agreements Projects Competition
2017 year
182.3% 126 Io 154 thousand GJ 149% lo.10 1103 hours 163%
share of the Corporate number of patents cases of corruption industrial consumption share of fresh water lost time injury frequency average hours of training share of ECTO branded
Governance Code received and theft of electricity generated withdrawal in total water rate (LTIFR) per employee fuels in total retail sales
principles in compliance? from RES withdrawal of petroleum products
For more details see section For more details see sections For more details see sections For more details see section For more details see sections For more details see sections For more details see sections For more details see sections
Sustainable development Strategic planning Corporate ethics Climate Agenda Environment Industrial safety Employment relations Products
management system Technologies and conduct Occupational health Social policy Supply chain
S Supply chain Stakeholder Engagement and safety Training and development  Society )
' Allthe indicators refer to the LUKOIL Group.
~ As of the end of 2021.
5
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OUR CONTRIBUTION TO THE UN
SUSTAINABLE DEVELOPMENT

GOALS IN 2021

ABOUT THE COMPANY a—— . . .

&6 The LUKOIL Group's Sustainability Policy sets 11 global goals in support of
the Transforming our world: the 2030 Agenda for Sustainable Development
Declaration adopted by the UN General Assembly on September 25, 2015,

which are priorities for the Company”

/
Expenditure Expenditure f % Expenditure Expenditure 1 B 115 e
. ANDPRODUCTION ———= ‘_::
| 1,857 W 2,650 <] | 3,262 @ — 28,012 e
RUB million RUB million RUB million RUB million

OUR PROGRAMS

- A comprehensive program of interaction
between LUKOIL Group entities and higher
education institutions with oil and gas,
chemical or energy profiles
Support programs for students
and professors of higher and secondary
education institutions in Russia
Charitable support of schools and educational
institutions
Employee education programs

| ;;egditure q(%@y Eg

RUB million

OUR PROGRAMS
Support for families

Expenditure 6 tam,
| 2,875 OE

RUB million

OUR PROGRAMS

- Environmental Safety Program
of LUKOIL Group entities, Clean Water
subprogram
Charity projects and programs in Iraq
and Uzbekistan
Social and Cultural Projects Competition
(Ecology nomination)
Voluntary clean-up campaigns to remove
waste from riverbanks

OUR PROGRAMS
RES development projects
Energy Conservation Programs of Russian
LUKOIL Group entities

Expenditure M
M

176,797 (O i

RUB million

OUR PROGRAMS

- Social programs and remuneration costs
Industrial safety, workplace safety
and occupational health improvement,
emergency prevention and response
Program of LUKOIL Group entities
(Occupational Safety subprogram)

Expenditure 0 g mmmn
16,435 R~ kS
RUB million TARGET 9.4

OUR PROGRAMS
Program for scientific and technical works
Functional development program for IT
support of LUKOIL Group

OUR PROGRAMS
Environmental Safety Program
of LUKOIL Group entities, Waste subprogram

Expenditure B

16,504 g ©

RUB million

OUR PROGRAMS
Environmental Safety Program
of LUKOIL Group, Clean Air subprogram
Program for the rational use of APG
by LUKOIL Group entities

OUR PROGRAMS

- Industrial environmental control
Emergency prevention and response
Biodiversity Conservation Program
for the Company’s facilities operating
in the Arctic zone of the Russian Federation
Environmental Safety Program
of LUKOIL Group, Biodiversity subprogram
Environmental Safety Program
of LUKOIL Group, Remediation subprogram

Expenditure NN 17 e
0 77
CEY R () <

RUB million TARGET 177

OUR PROGRAMS
Participation in the Project of the World
Bank and the UN
Membership in the UN Global Compact
Initiative

Total investment toward achieving the UN
Sustainable Development Goals in 2021, ca

RUB billion
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ABOUT THE REPORT

PJSC LUKOIL present

the 12th Sustainability Report

of the LUKOIL Group (the “Report”),
summarizing performance

for the period from January 1,
2021, to December 31, 2021.

The previous report was published
in June 2021 (for the reporting
period from January 1, 2020,

to December 31, 2020).

We have been publishing
sustainability reports since 2005.
They are addressed to a wide range
of stakeholders and seek to provide
balanced information relevant

to the interests of each stakeholder
group. The Company pays significant
attention to the continuous
improvement of the quality

of reported information. An
important role is devoted

to independent audits of disclosed
information about the Company's
activities as well as the procedure

for external assurance of the Report.

The audit firm's opinion is published
in Appendix 11. The Opinion

of the Russian Union of Industrialists
and Entrepreneurs non-financial
reporting Council concerning

the external assurance of the Report
is published in Appendix 12.

In preparing this Report,

we used a number of reporting
standards and guidelines,

which are listed in Appendix 3.

In accordance with the standards
and Regulations of the preparation
of the LUKOIL Group Sustainability
Report, the materiality of the topics
and issues of the Report is assessed
on an annual basis.

A broad interpretation of the term "environment” includes the natural environment (the environment of human activity) and the work

S~

G

The material topics for 2021 are:

corporate governance and accounting for ESG factors and sustainability

issues;
climate change;
safety (occupational health and safety);

environmental protection;

employee well-being and engagement with society.

The description of the procedure and its results are given

in Appendix 3.

For the first time, we have grouped material topics into three major

blocks in this Report. The goal is to emphasize on the correlation

of the issues included in them, thereby contributing to a deeper analysis

and understanding of the Company's activities in terms of achieving the goals

of sustainable development.

The first block contains information on accounting for ESG factors

and sustainable development issues in LUKOIL Group's strategic planning
and corporate governance, which determines the Company's ability

to achieve its goals and fulfill its commitments.

The second block focuses on climate and the environment,
including industrial safety issues, since human health and well-being
are directly dependent on the conditions of the natural environment

for basic human needs?.

The third block "People and Relationships" combines issues

related to the diversity of economic and social relationships

and the connections between people, formed on the basis of rules
accepted in society and the business world, ethical principles,

and the experience of interaction between different stakeholders.

~ environment (the environment of its production activities).

A number of modern concepts consider the planet and the environment as stakeholders in the companies’ operations.

For the first time, the Report also
presents a preliminary assessment
of LUKOIL Group's contribution

to the UN Sustainable Development
Goals (SDGs), based on an analysis

of the dynamics of significant
impacts of the Group entities'
operations on the environment

and climate, personnel and local
communities over the last five

years. The contribution to the SDGs
is represented by changes in the Group's
performance indicators that have

a sustainable positive trend, as well
as actions or projects that can

have a long-term positive effect

on the residents of the regions where
we operate and the environment.
The Report also provides

an assessment of the financial costs
associated with the implementation
of LUKOIL Group's policies

and programs that correspond

to the Company's priority SDGs.

AWARDS

The text of the Report contains links
to the corporate website and other
sources of corporate information,
which disclose detailed information
on specific topics of sustainable
development. This approach
ensures the complementarity

of data and optimizes the volume

of the Report.

» In 2021, the Sustainability section
of the corporate website was
updated: it contains information
on approaches to governance
and accounting for ESG factors
and sustainable development
issues, as well as thematic
brochures.

» The ESG Data Book has been
published, which includes
qguantitative figures for five years
verified by auditors. The data
will be updated on an annual
basis. The Book is also published
in this Report in Appendix 9.

ABOUT THE REPORT a— . . .

» The "Sustainability” section
of the website contains
the Document Center, where
the Company's policies and locall
regulatory acts on sustainable
development are available.

» The 2020 CDP Report has been
published.

» A new booklet, Conserving
Biodiversity, has been placed
on the website

Used abbreviations, formulas

for calculating indicators,

and definitions of terms

are given in Appendices 1and 8.
The words “LUKOIL Group”, “LUKOIL",
“the Company”, “the Group”,

the pronoun “we” and its various
related forms refer to PJSC LUKOIL
and other LUKOIL Group entities
unless specified otherwise.

The LUKOIL Group Sustainability Report for 2020 was recognized at both Russian

and international reports contests.

Annual contest of annual reports

of PJSC Moscow Exchange and Securities

Market Media Group.

Highest award in the Best Corporate Social
Responsibility and Sustainability Report

for 2020 nomination.

LACP (League of American Communications
Professionals) awarded LUKOIL a Gold
Winner rank among sustainability reports
presented by oil and gas companies.

The interactive version of the Report was

The Report won Bronze at the ARC Awards

in the Sustainability Report: Americas &
Europe category. This contest has been

held annually for more than 30 years,

also recognized, receiving a Platinum rank.

with organizations from more than 70
countries participating.

Diploma for best practice in highlighting
the Company's contribution to achieving
the goals of national projects (organized

by the Chamber of Commerce and Industry
of the Russian Federation).


https://www.lukoil.com/Sustainability
https://www.lukoil.com/Sustainability
https://lukoil.com/Sustainability/SustainabilityReport
https://www.lukoil.com/Sustainability/DocumentCenter
https://www.lukoil.com/FileSystem/9/562752.pd
https://www.lukoil.com/FileSystem/9/581419.pdf
https://www.lukoil.com/FileSystem/9/581419.pdf
https://www.lukoil.com/
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ABOUT THE COMPANY:
HIGHLIGHTS OF THE YEAR

LUKOIL is one of the largest public
companies that has been supplying
energy products to many countries
around the world for more than

30 years. Public Joint-Stock Company
“Oil Company “LUKOIL" is the corporate
center of LUKOIL Group. LUKOIL Group
entities employ over 100 thousand
people in Russia, Europe, Asia, North
America, and the Middle East and Africa
(more than 30 countries worldwide).

LUKOIL Group's operations

and financial activities are coordinated
from its head office located in Moscow
in the Russian Federation. We divide
our operations into three business
segments:

» EXPLORATION AND PRODUCTION

» REFINING AND DISTRIBUTION

» CORPORATE CENTER AND OTHER
ACTIVITIES

EXPLORATION AND PRODUCTION
The Group has a portfolio of assets
diversified both geographically

and by type of reserves. Our proved
reserves of oil and gas are mostly
conventional. In 2021, they amounted
to 15.3 billion boe', 76% of which was oil
and 24% was gas. The Company has
proven reserves for 19 years.

In 2021, we continued to develop
priority projects in the Northern
Caspian, Western Siberia and other
Russian regions, including the V.
Grayfer field in the Caspian and D-33
in the Baltic, as well as an agreement
to develop a large oil and gas cluster
with a complex geological structure
in Yamal in partnership with PJSC
Gazprom Neft was achieved.

LUKOIL Group's oil and gas
condensate production in 2021,
excluding the West Qurna-2 project,
was 79.3 million tonnes, 2.8% higher
than in 2020, but slightly lower than

According to the classification of the Securities and Exchange Commission (SEC); boe - barrels of oil equivalent.

in 2019. The volume and dynamics

of oil production in Russia

and in some international projects
were attributable to the OPEC+
agreement, and in international
projects by the effects of production
sharing agreements with increased

oil prices in 2021, and LUKOILs
withdrawal from the Kumkol project

in Kazakhstan in late 2020. Production
of gas from international projects
increased by 40.6% to 16.1 billion

cubic meters due to the recovery

of demand in China, development

of the Shah Deniz project in Azerbaijan
and our entry into the Meleiha joint oll
and gas concession in Egypt. Russia's
gas production in 2021 was 16.1 billion
cubic meters.

REFINING AND DISTRIBUTION
This business segment

includes organizations? whose
operations relate to the refining

of hydrocarbons, transportation,
wholesale and retail trade of oil and oil
products and trading, and generation
of electricity and heat.

LUKOIL produces and supplies energy
products to markets, including oil

and oil products, biofuel blends?, gas
motor fuel, and energy generated
from renewable and mostly low-
carbon energy sources. The Company
continually develops new formulas
for oils and lubricants, and also
produces petrochemical products,
fully extracting useful components
from extracted natural resources.

In 2021, the Company continued

to implement projects for deep oil
refining and modernization of Russian
oil refineries. The Volgograd oil
refinery commissioned a complex

for the production of high-indexed
oils, which will increase the output

of products with enhanced
properties. An isomerization unit

for production of the high-octane

component of commercial gasoline
and a block for production

of polymer-bitumen innovative
products were built at the Nizhny
Novgorod Refinery.

In 2021, refinery throughput

at LUKOILs refineries increased

by 7.4% compared to 2020,

to 63.0 million tonnes. The increase

in domestic and international refining
volumes was due to scheduled
maintenance in 2020, as well

as increased refinery utilization rates
due to higher refining margins in 2021.
The petrochemical segment has
developed considerably.

In 2021 the petrochemical output

was 1,134 thousand tonnes, 8% lower
than in 2020. The decrease was
mainly due to the reduced utilization
of LLC Stavrolen due to the scheduled
maintenance of the plant.

The Power Generation business
sector is represented by a complete
production cycle, from generation

to transmission and distribution of heat
and energy to external consumers
(commercial power generation)

and for operational needs (supporting
power generation). The aggregate
installed capacity of our power
generating facilities* in 2021 was

6.1 GWs, including a combined capacity
of renewable power generating
facilities of 415.5 MW (6.8%

of the aggregate installed capacity).

CORPORATE CENTER

AND OTHER ACTIVITIES

The Corporate Center and Other
Activities business segment consists
of PJSC LUKOIL and other
management entities. One of the main
functions of the Corporate center

is to coordinate and manage
organizational, investment,

and financial processes

at the Company’s subsidiaries.

This business segment includes several business sectors, such as: Oil refining in Russia, Oil refining abroad, Petrochemicals, Oil product supply in Russia, Oil product
supply abroad, Transportation, Power generation and Other entities business sector related to Oil Refining and Distribution business segment.

Biofuel blends are blends of motor gasolines and ethanol (up to 10%) or diesel fuel and fatty acid methyl esters (allowing for a motor gasoline density of 0.755 kg/L
and a diesel fuel density of 0.845 kg/L). These products are sold in European countries.
The total electric capacity of the Group's entities takes into account facilities owned by the Company but leased out to other legal entities.

The data do not include the West Qurna-2 project.

= ABOUT THE COMPANY - e o o o
/ N
KEY FINANCIAL AND OPERATIONAL INDICATORS
Unit 2019 2020 2021
of measurement
FINANCIAL
Revenue RUB billion 7,841 5,639 9,435
EBITDA RUB billion 1,236 687 1,404
Total debt to EBITDA % A5 96 54
Capital expenditures RUB billion 450 495 433
Free cash flow RUB billion 702 281 694
Research and development costs RUB billion 6 5 5
Number of patents received pcs. 30 25 26
Labor productivity RUB million / person 77 56 92
OPERATIONAL
Production of oil and gas condensate (including the share million barrels of oil 646 590 599
in associates) equivalent
Production of oil and gas condensate (including the share thousand tonnes 87,488 80,049 81,176
in associates)
Gas production million cubic meters 35,046 29,005 32,176
including APG million cubic meters 9,548 9,176 9,120
Output of petroleum products at LUKOIL Group Refineries thousand tonnes 65,081 54,964 60,015
Lubricants production (full cycle®) thousand tonnes 963 o923 856
Output of marketable petrochemicals thousand tonnes 1137 1,228 1,134
- J
POSITIONS IN ESG RATINGS stakeholders. In 2021, the Company 4 )
enhanced or maintained its high POSITIONS IN OTHER
Our work and results are closely positions in international and Russian RATINGS AND RANKINGS:
scrutinized and evaluated by various ratings.
» The MOEX - RSPP Responsibility
e N and Transparency Index
Rating Previous Current’ (group A) and MOEX - RSPP
Sustainable Development
CDP c B- Vector Index (Group B).
SAM S&P Global 46 48 .
] ] ] ) » FTSE Russell ESG: 3.1 points
Sustainalytics Risk Rating 33 33 (out of 5)
ISS C C
» Corporate Human Rights
MSCl BBB BBB Benchmark: 7.5 (the
Transition Pathway Initiative 2 3 (out of 4) assessment is performed
Just T iti 9.5 £20 every two years, it was
ust Transition - -5 (out of 20) not performed in 2021).
Notes. In terms of Sustainalytics Risk Rating, the assessment corresponds
to the level of risk: the lower, the better. For SAM S&P Global, the higher the score,
the better.
AN J
Base oils and components production.
As at December 31, 2021.
1
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The LUKOIL Group
has set the following
sustainability goals:

A
(1)
RZA
Maintaining an effective

corporate governance
system

)

Continued economic
sustainability and
development

Sustainable
Development
Management System

Strategic Planning

Technologies



STRATEGY AND CORPORATE GOVERNANCE . —— . . .

KEY DEVELOPMENTS AND RESULTS
IN THE REPORTING YEAR

The Board of Directors of LUKOIL Group Sustainability Sustainability issues
PJSC LUKOIL has approved Policy was developed'. and ESG factors were
the LUKOIL Group's addressed at 10 of the
Strategic Development 19 meetings of the Board

Program for 2022-2031. ——] of Directors. 0

PLANS FOR 2022
AND THE MEDIUM-TERM

Implementation of the Implementation of Further improvement of
LUKOIL Group Sustainability LUKOIL Group's Decarbonization non-financial information
policy. Program for 2022-2024. disclosure.

& v
Continued development and implementation of a system of
sustainability key performance indicators (KPIs) into the corporate /
performance evaluation system. ﬂl]ﬂ
We see our main task as being a responsible producer of We recognize our social responsibility and are
affordable energy to meet the needs of people and the committed to making a significant contribution to
economy in Russia and around the world. achieving the goals of the UN 2030 Agenda for

Sustainable Development, the Paris Agreement, and
the Strategy for the Socio-Economic Development
of the Russian Federation with Low Greenhouse Gas
Emissions until 2050.

OUR MISSION:

“To use the energy of natural resources for the benefit of progress and humanity. Our operations are
based on corporate values that allow us to conduct our business while adhering to the highest ethical
standards”.

,

The Policy was approved by the Board of Directors of PJSC LUKOIL on January 11, 2022.

15
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SUSTAINABLE DEVELOPMENT
MANAGEMENT SYSTEM

The high guality of the Company's corporate governance ensures the consistent inclusion

of sustainable development goals, including the climate agenda, into the strategic planning
process, which reflects LUKOIL's commitment to creating long-term value for all stakeholders.
The Board of Directors, President and Management Committee of PJSC LUKOIL pay due
attention to accounting for ESG factors and sustainable development issues.

POLICIES

Due to the involvement of the
Board of Directors, business
processes are enhanced annually,
changes are made to management
systems related to sustainability
issues and ESG factors; this work
will be expanded in the future,

RISK MANAGEMENT

The Board of Directors determines
the basic principles of and
approaches to the arrangement of
the Company’s risk management,
internal control and internal audit
system.

PJSC LUKOIL has established a risk
management system that regularly
identifies, analyzes, describes,
evaluates, and monitors risks, and
develops measures to prevent their
occurrence or to minimize their
negative impact should they occur.
Sustainability and ESG risks are
increasingly being integrated into
this system.

including taking into account the
recommendations of the Central
Bank of Russia', published in 2021.

The key event of 2021 was the
development of the LUKOIL Group
Sustainability Policy. The approval

Given the nature and geography
of LUKOIL Group's operations, the
following key sustainability risks have
been identified:

» Risks to public health and those
associated with the spread of
epidemics;

» Climate change risk;

> Health, safety and environmental
risks;

» Risk of a shortage of qualified
personnel;

» Reputational risk.

In 2021, work was carried out

to specify the methodology and
integrate climate risks into the
corporate risk management system
based on TCFD? recommendations.

of this document in January 2022
was the culmination of an important
phase of work we have been doing
over the past few years to integrate
ESG factors and sustainability
management goals into business
processes and strategic planning.

The description of
sustainability risks and
measures to manage them is
available at the Sustainability
/ Sustainable development
management / Risk
Management section of the
website.

) Ly

s B
@ Information about climate
risks is presented in the 2021
Annual Report, as well as in

the Climate Agenda section
hereof.

: &y

Information letter on recommendations on accounting for ESG-factors and sustainable development issues by the board of directors of a
~ public joint-stock company dated December 16, 2021 No. IN-O6-28/96.
"~ TCFD - The Task Force on Climate-related Financial Disclosures.
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REGULATORY
ENVIRONMENT

Methodological support for the
implementation of the LUKOIL Group
strategy and sustainability policy

is performed through a system of
corporate regulatory documents.
The Board of Directors considers and
approves high-level decision-making

documents (policies, codes) that set out

the principles, goals and approaches
to management. All documents are
prepared in advance by the relevant
committees of the Board of Directors.
As part of this process, stakeholder
consultations are held, in which
scientists, experts and specialists in
specific areas may participate.

STRATEGY AND CORPORATE GOVERNANCE ] —— . . .

FUNCTIONAL AREAS MANAGEMENT

At the operational level, management
systems are aligned across functional
areas: policies, corporate standards
and target programs have been
developed, KPIs are assessed annually,
and reports on program performance
and KPIs are submitted to the Board
of Directors and its committees for
review. Functional management

EVALUATION SYSTEM AND INCENTIVES

The Board of Directors monitors

the implementation of the strategic
development program and functional
programs based on the KPI trends and
focused reports. Compliance with legal
requirements is assessed as a matter
of course, and regular reviews of
stakeholder expectations and changes
in the external environment, including
in relation to sustainability goals and
the Company's fulfilment of voluntary
commitments, are expanded.

- 2\
KEY DOCUMENTS
- LUKOIL Group Sustainability Policy
- The LUKOIL Code of Business Conduct and Ethics
- The Risk Management and Internal Control Policy of PJSC LUKOIL
- The Health, Safety, and Environment (HSE) Policy of LUKOIL Group
in the 21st century
- The Information Policy
- The Antimonopoly policy of LUKOIL Group
- The Anti-Corruption Policy of PJSC LUKOIL
- Human Capital Management Policy of PJSC LUKOIL
- Social Code of PJSC LUKOIL
All documents are published on
the website in the Document
Center.
o J
systems are certified for compliance Safety and Environmental
with international and Russian Protection (hereinafter - IMS) -
standards. ISO 14001:2015 and I1ISO 45001:2018.
> Energy management system -
» The Integrated System of ISO 50001:2018.
Management of Industrial, Fire, » The quality management system —
Radiation Safety, Emergency ISO 9001:2015.
Prevention and Liguidation, the
Protection of Civilians, Occupational
To secure the greatest involvement of  the implementation of the climate
executive body members and senior strategy and the achievement of
management in strategic tasks, a the sustainable development goals.
remuneration system is used that Internal and external experts were
considers sustainability and ESG consulted for this purpose in 2021.
factors. The motivating KPIs include p -

indicators concerning industrial safety,
occupational health and environmental
protection (OHS), resource
conservation, and energy efficiency.
This list will be supplemented by new
indicators that will be used to assess

Detailed information about
the performance evaluation
system is presented on

the website in the section
Sustainability Management /
Key Performance Indicators.

- Ty
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DISCLOSURE OF INFORMATION

The Board of Directors oversees the maintenance of adequate information
transparency, including proper disclosure of reporting information on
sustainable development issues and ESG factors.

COMPETENCIES

Members of the Board of Directors
have sufficient competence in
sustainability issues. The President of
PJSC LUKOIL has an important role
to play in ensuring the continuity of
the Company's activities in this area
and making balanced decisions at the
level of the Board of Directors and
executive management bodies.

The independent members of the
Board of Directors contribute greatly
to deepening the work of the Board of
Directors and the Sustainability Task
Force. They take an active part in the
discussion of climate change and the

incorporation of the UN SDGs into the
Company's operations.

In 2021, the Strategy, Investment,
Sustainability and Climate Adaptation
Committee of the Board of Directors
of PJSC LUKOIL (SISCAC) was headed
by an independent member of the
Board of Directors with considerable
professional experience in natural and
man-made risk analysis, assessment
and forecasting; economics of natural
resource use and climate change;
and environmental economics. The
involvement of competent specialists
strengthens the activities of the

ORGANIZATIONAL STRUCTURE

The organizational structure of
sustainability management provides
an in-depth understanding of the
issues that underlie strategic decision-
making. All management bodies are
involved; operational interaction
between governing bodies and
individuals, functional and linear
subdivisions of PJSC LUKOIL and
LUKOIL Group entities within their
competence is envisaged.

At the strategic level, decisions are
made by the Board of Directors and
their implementation and progress
are monitored by the President

and Management Committee of

PJSC LUKOIL. Executive bodies inform
the Board of Directors of significant
developments, risks, and opportunities
related to sustainability objectives
and ESG factors. The President and
the Management Board oversee

the development, submit them for

18

approval to the Board of Directors,
and then ensure the implementation
of long-term strategic programs that
integrate sustainability goals.

The preparation of strategic decisions
and corporate documents, as well as
interaction with stakeholders, receive
sufficient attention due to the work
of the committees of the Board of
Directors, Corporate Secretary, and
sustainability task forces and that on
decarbonization and adaptation to
climate change.

The committees and task forces
analyze the external environment;
industry and global trends, risks, and
opportunities; consider issues related
to legal requirements and stakeholder
requests; and define objectives for the
further development of management
practices and harmonization of the
corporate regulatory framework.

LUKOIL Board of Directors in the field
of sustainable development.

With the assistance of the Corporate
Secretary, events are held aimed

at developing internal and external
communications, raising the
awareness of members of the Board
of Directors and the Management
Board, as well as senior management
about the importance of ESG factors
and sustainable development
objectives for the successful operation
of the Company.

Employees of different functional
departments participate in the
activities of the task forces, which
ensures the issues are discussed to
the necessary depth.

Detailed information

on the functions of the
management bodies and
responsible persons is
available on the website in

the section Sustainability
Management / Management

system.

- &y

STRATEGY AND CORPORATE GOVERNANCE ] —— . .

ORGANIZATIONAL STRUCTURE OF THE SUSTAINABLE DEVELOPMENT MANAGEMENT SYSTEM

General Shareholders - Strategy, Investment, Corporate

Meeting Sustainability and Climate Secretary
Adaptation Committee

‘ - Audit Committee |
- Human Resources
and Compensation !

Board of Committee 1

Directors :

PreciRERe - Health, Safety and Sustainability Task Decarbonization
Environmental Committee --§ Force ---4 and Climate Change
of PJSC LUKOIL Adaptation Task

' . Committee for Force of PJSC LUKOIL

Management Investments, Coordination

Committee of Plans and Risks in the

LUKOIL Group

f h A h A B

Public Corporate Capital Strategic Internal Business
Relations Security I Markets I Development I Control I Optimization
Department Department Department Center Department Department
Department Organizational Department Energy Asset Procurement International
of Oil and Gas Development of Industrial 1 Directorate and Property 1 Reporting
Production and Career Safety, Ecology Management Department
Support Management and Scientific Directorate

Department and Technical

Works

Heads of LUKOIL Group Entities

Dedicated Business Units

— Administrative reporting
- - Functional relationship
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WORK OF THE BOARD OF DIRECTORS AND COMMITTEES IN 2021

The Board of Directors focuses on
discussing sustainability-related
issues, including by reviewing
executive reports, which aids in
identifying risks and opportunities
in a timely manner. The Board of
Directors hears reports on the
environment and climate, risk
management, the effectiveness of
compliance controls, corruption
prevention, human rights violations,
and other topics.

| 19

meetings

the Board of Directors and its
committees held in 2021 (20 meetings
in 2020)

| 63

issues

were considered by the Board of
Directors and its committees in 2021
(63 issues in 2020)

including

| 20~

issues,

related to sustainability aspects were
considered by the Board of Directors
and its committees in 2021 (13 issues
in 2020)

All members of the Board
of Directors actively
participated in meetings
of the Board of Directors
and its committees in
person and in the remote
meetings.

- M\
KEY SUSTAINABILITY ISSUES ADDRESSED AT THE 2021 BOARD OF
DIRECTORS MEETINGS:

- execution of the environmental safety program of the entities in 2019-
2020;

- occupational health and safety status and measures to improve the
level of work safety;

- enhancement of the risk management and internal control system;

- PJSC LUKOIL's Human Capital Management Policy was implementation;

- preventive and prophylactic measures to prevent violations of the
rights and interests of employees;

- Sustainability Report of LUKOIL Group for 2020 and preparation of the
report for 2021.

o /

Preparation of the LUKOIL Group
Sustainability Policy, and improving the
efficiency of internal control and risk
management became priorities for
the management bodies. The meetings
also included analytical reports on the
changes in the energy markets due to
the climate agenda.

Issues related to the impact of the
COVID-19 pandemic, employees'
health and care in the regions

and countries of operation were
addressed twice during the year.
The Board of Directors approved the
measures taken and instructed the
Management Board to work together
with the heads of the Group entities
to ensure that plans in this area are
implemented unconditionally.

In connection with the accident in the
Komi Republic’, the Board of Directors
received a report on the causes of
the accident and the work to eliminate
its conseguences, as well as on
measures to prevent similar incidents

in the future. The Board of Directors
approved an action plan to improve
environmental and industrial safety.

In the reporting year, for the first
time, an external consultant evaluated
the effectiveness of the Board of
Directors, concluding that its members
are highly professional and have a
variety of competencies and skills. The
involvement of the Board of Directors
in sustainability and climate issues was
noted.

The self-assessment questionnaire,
which is administered annually by
members of the Board of Directors
and its committees, has also been
updated. The subject of the self-
assessment is the performance of the
Board of Directors and its committees
in order to create effective motivation
for the members of the Board of
Directors, including with regard

to determining the amount of
remuneration.

See a case study related to this accident on p. 70 of the Report and additional information in Appendix 4.
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TASK FORCES ACTIVITIES IN 2021

The Sustainability Task Force (STF)
held five meetings (seven meetings in
2020), and 21issues were discussed
(20 in 2020). The STF meetings

were attended by STF members,
consultants, and experts.

One of the main outcomes of the
STF's work is the development of the
LUKOIL Group Sustainability Policy.
The draft documents were forwarded
to the SISCAC for review and
recommendation for approval by the
Board of Directors.

In addition to issues related to
reporting information, including
identifying substantive topics that are
regularly addressed at STF meetings,
new issues were added to the 2021
agenda. Plans were discussed to
expand the consideration of ESG

CORPORATE SECRETARY

As a member of the STF, the
Corporate Secretary participates in
the development of approaches to the
formation of a corporate sustainability
management system; interacts with
the relevant structural divisions

as well as with the members of the
SISCAC.

Considerable attention was paid to
developing the STF meeting agenda,
including organizing presentations

factors and sustainability issues due
to changes in regulation in Russia and
in foreign countries, with requests
from the investment community and
other stakeholders (e.g., a responsible
supply chain in the context of ESG
factors).

The Decarbonization and Climate
Change Adaptation Task Force held
four meetings focused primarily

on the development of the system
for accounting and management

of greenhouse gas (GHG) emissions.
Seventeen issues, including climate
risk management, the formation of a
decarbonization program, and GHG
emissions reporting were considered.

In 2021, the Task Force initiated a
workshop meeting for 148 heads

of environmental services of
LUKOIL Group entities to discuss
best practices and problematic GHG
emission management issues.

/

DISCLOSURE:

LUKOIL Group were developed';

TO IMPROVE THE QUALITY OF THE REPORTING INFORMATION

- the Regulations on the preparation of the Sustainability Report of

- in cooperation with the Decarbonization and Climate Change
Adaptation Task Force of PJSC LUKOIL, the work on integrating TCFD
recommendations into climate reporting has begun.

at the meetings by external

experts and representatives of
various stakeholders, preparing

and organizing training sessions

and courses for STF members and
interested employees of PJSC LUKOIL.

The Corporate Secretary is involved
in promoting the Company's best
practices to the expert and scientific
community and speaks at professional
forums dedicated to sustainable

The Regulations approved by Decree of the President of PJSC LUKOIL on January 11, 2022.

development and the ESG agenda. The
Corporate Secretary is the head of
the Sustainability / ESG Task Force of
the National Association of Corporate
Secretaries.
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STRATEGIC PLANNING

SUSTAINABILITY POLICY

LUKOIL Group Sustainability Policy
sets out the principles, goals and key
objectives that define the priorities
and areas of action that the Company
intends to take in the future.

The document contains eight long-
term goals in the areas of corporate
governance, economic activity,
ethics, climate and environment,
industrial safety, and the well-being
of employees and residents in the
regions where the Group operates.

The policy applies to all entities of
the Group and was developed in
accordance with the UN SDGs,11 of
which the Company has identified as
priorities'.

4 N
LUKOIL GROUP
SUSTAINABILITY
PRINCIPLES

- Full compliance with respective
national laws and international
agreements.

- Taking into account the
specifics of regions and
countries of operation.

- Unconditional observance of
human rights.

- Environmental responsibility.

- Information openness and
transparency.

- Upholding the rights of and
respect for stakeholders’
interests.

STRATEGIC DEVELOPMENT PROGRAM

In 2021, the Board of Directors

of PJSC LUKOIL approved the

LUKOIL Group Strategic Development
Program for 2022-2031, which sets
the priorities and business goals that
will ensure the balanced development
of the Company with a focus on the
hydrocarbon business.

The following were defined as
strategic priorities: focus on
investments in upstream projects
in Russia, high investment discipline,
conservative financial policy,
effective policy of returning capital
to shareholders, cost control,
increasing operational efficiency,

ENERGY SCENARIOS AND PORTFOLIO ANALYSIS

In the reporting year, the Company
considered various scenarios for

the development of energy markets
based on forecasts of structural
changes in the global energy sector up
to 2050. All scenarios considered the
commitments already made by states
and energy companies to reduce GHG

emissions as a result of the COP-26
climate conferencez.

In addition to the conventional
energy market, the potential for

the development of green energy,
hydrogen production and biofuels
has been investigated. The volume of

'; Taking into account the tasks that the Company has chosen within each of the priority SDGs.
" COP26 is the 26th United Nations Climate Change Conference (October 31-November 12, 2021).
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LUKOIL Group's sustainable
development goals are listed
on the spread as well as on
the footers of each section.
The Document is available on
the website in the Document
Center section.

- Ty

and commitment to the principles of
sustainable development.

The strategy is set to consider the
increased requirements for climate
responsibility of energy companies.
The Group's climate strategy

is integrated into the Strategic
Development Program.

necessary investments in new energy
technologies was assessed. The
potential for reducing GHG emissions
in the Russian energy sector through
energy efficiency, new technologies,
and other promising projects has also
been analyzed.

Based on scenario analysis, three
possible trajectories for changes

in oil demand have been identified,
taking into account the expansion
of international plans to reduce GHG
emissions.

» Evolution: low rate of structural
and technological changes, a
2.6 °C increase in global surface air
temperature by 2100 compared to
the pre-industrial era.

» Equilibrium: the balance between
the achievement of climate goals
and economic development, it is
possible to solve the problem of
stopping air temperature from
rising by more than 2 °C.

» Transformation: abandonment
of hydrocarbons and the rapid
development of renewable
energy and electric transport; air
temperature increases by no more
than 1.5 °C.

STRATEGY AND CORPORATE GOVERNANCE —— . . .

@ For a detailed analysis see
the presentation Global
Energy Perspectives to
2050.

All these scenarios assume a
significant increase in the share of
renewable energy sources (RES),
recycled plastic, and the accelerated
electrification of vehicles. At the same
time, the Company estimates that the
share of fossil fuels in primary energy
consumption will remain significant up
to 2050.

During the portfolio analysis,
alternative strategies for the
Company's development were formed;
an assessment of the long-term
sustainability of the asset portfolio

based on the prices of major energy
carriers used in the International
Energy Agency (IEA) carbon neutrality
scenario was carried out; an optimal
target asset portfolio based on the
risk/return ratio was determined.
The analysis showed that most of
the Group's existing assets and
prospective projects achieve the
required profitability indicators in the
IEA scenario.

Objectives and plans to achieve
strategic goals are based on the
Company's advantages: low breakeven
price of production assets, low carbon
intensity and the potential for further
improvement of these indicators.

The climate strategy contains

three objectives and tools for their
implementation and will be updated as
external factors, technology, and the
regulatory environment change.

MISSION: RESPONSIBLE HYDROCARBON PRODUCER

Task 1
Continue development
of core business
Focus on efficiency
Use conservative oil price
and domestic carbon price

scenarios in investment
decisions

Task 2

Reduce controlled GHG
emissions (Scope 1+ Scope 2)

Improve energy efficiency

Enhance RES energy
consumption

Develop opportunities to
reduce methane leaks

- Carbon capture and storage
projects

- Optimize the asset portfolio

Task 3
Participate in climate
initiatives and develop climate
opportunities

Climate-related R&D

Commercial power generation
from RES

Study low-carbon energy
resources (biofuel and
hydrogen)

- Take advantage of the retail
network

Reforestation projects
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TECHNOLOGIES

In a changing technological paradigm,
the introduction of digital technological
and managerial innovations
transforms business models, expands
the scope of markets, changes

the economics of business, and
increases the competitiveness of

companies in the oil and gas industry,
which ultimately creates additional
shareholder value.

The use of information technology
enhances business functionality (e.g.,
enables analysis of big data), technicall

capabilities (e.g., increases elasticity
and flexibility of production), and allows
the timely identification and prevention
of a wide range of risks, including loss
of continuity of technological and
production processes.

INFORMATION AND TECHNOLOGICAL SUPPORT DEVELOPMENT PROGRAM

In 2018, the LUKOIL Group's
Functional Development Program

for Information Technology Support
(ITS) was launched to further improve
operational and economic efficiency
and the guality of data management.

In 2021, the ITO Coordinating council
agreed on an updated Functional
Program for ITO, the basis of which
were projects united by common
goals and results. The ITO functional

program is part of the strategic
development program.

Pilot projects implemented in 2018-
2020 allowed us to replicate the
most successful areas and create
a sustainable basis for further
progressive development.

Implementation of innovative
development projects creates positive
direct and indirect environmental and

climate effects, including by improving
energy efficiency, reducing accident
rates, reducing the volume of water
extracted from the subsurface
associated with oil, reducing oil
reservoir pollution during drilling and
other factors. Wearable devices,
robotization of routine operations,
and automation of health and safety
controls help create safer and more
optimal working conditions.

MAIN EFFECTS OF DEVELOPMENT PROJECTS

Exploration and Production
business segment

Raising the efficiency of field
development

Better quality of data
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Refining and Distribution
business segment

Improving the efficiency and
reliability of equipment

Improving customer service
Increasing the level of control
over the environmental
impact

Supply chain control

Upgrade of power generation
mode control and energy

accounting systems

Corporate Center and Other
Activities business segment

Increasing the speed and
efficiency of management
decision-making

Increase in labor productivity

Maintaining the continuity of
work processes in a pandemic

Reducing the risks of

cyberattacks

CYBER RESILIENCE

The widespread use of information
technology is a dominant trend in
today's world, which creates not only
opportunities for improvement, but
also new risks, making information
and cybersecurity' issues increasingly
important.

Cybersecurity management in the
Company is part of the Ensuring
Security business process. Issues
requiring strategic decisions in this
area are put on the agendas of the
Board meetings, the SISCAC, and the
ITS Coordinating Council headed by
the President of PJSC LUKOIL.

The Company has implemented
procedures for security analysis

and vulnerability management of
information systems to ensure their
safe operation. Fault tolerance and
penetration testing is performed
before systems are commissioned, as
well as periodically (at least quarterly)
as part of internal procedures.

If necessary, external specialists
become involved.

The Company was the first in

Russia and the CIS countries to

pass the certification of information
security (IS) management system

for compliance with international
standard ISO 27001:2013 and has
been regularly confirming it for 15
years?. LLC LUKOIL-Technologies has
established an IS department staffed

STRATEGY AND CORPORATE GOVERNANCE —— . . .

with qualified specialists and obtained
licenses from authorized services

of the Russian Federation. The IS
Threat Monitoring and Response
Center operates to continuously
work on the early detection of
vulnerabilities and take measures to
mitigate risks. Critical infrastructure
facilities were categorized, and
means of protecting them were
developed. The Company has created
and applies local normative acts
(regulations, provisions, instructions)
regulating the actions of employees
and counterparties to prevent the
realization of IS risks.

According to the Requirements on
information security support using
computer and office equipment by
employees of LUKOIL Group entities,
users must report suspected IS
incidents to the Technical Support
Service or the person responsible
for managing information security
incidents in their organization.

Requirements to comply with IS

rules are included in contracts with
counterparties and in job descriptions
of employees. Each incident is
investigated. Violations of corporate
reguirements by contractors are
grounds for issuing penalties.

Contingency plans were developed
for information systems support
and recovery and cybersecurity

employees. They also take part in
industry-specific exercises on how
to deal with cyberattacks on critical
information infrastructure facilities.

All LUKOIL Group entities have
implemented a mandatory procedure
for handling IS incidents and
introduced respective work roles.
Public disclosure of information about
leaks of personal data and notification
of incidents to federal supervisory
authorities and subjects of personal
data is carried out in accordance with
the requirements of the legislation

of the countries of operation.
Requirements to comply with IS rules
are included in job descriptions of
employees; failure to comply with
these rules is a serious violation of
workplace discipline and job duties.

Informing employees of LUKOIL Group
entities on cybersecurity issues is
aimed at increasing their awareness
and responsibility, including by
developing their ability to recognize
and resist cyber-attacks. This process
includes employees being made aware,
against their signature, of policies and
regulations when they are issued and
updated, taking internal courses in

the Distance Learning System (DLS),
and prompt notification in the format
of electronic newsletters. Employees'
knowledge of IS regulations and best
practices is periodically updated
(through a DLS).

Cybersecurity is an activity aimed at protecting systems, networks, and programs from digital attacks. Information security is the activity
to preserve and protect information and its elements, including computer systems and equipment for the use, preservation and transmis-

sion of this information.

LLC LUKOIL-Technologies is an ISO 27001 certificate holder.
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The LUKOIL Group
has set the following
sustainability goals:
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Prioritizing
environmental
safety

High occupational
health and safety
standards

Climate Agenda
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Industrial Safety
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CLIMATE AND PLANET:
STRATEGIC CONTEXT

A significant event in 2021, in terms
of the climate agenda, was the 26
UN Climate Change Conference in
Glasgow (COP26), where the results
achieved five years after the signing
of the Paris Agreement and the
challenges and actions for adaptation
and mitigation of climate change were
discussed. To reduce the observed
gap' between GHG emission trends
and the goals of the Paris Agreement,
many countries have identified
climate neutrality as a new national
goal.

Regulations for the implementation
of Article 6 of the Paris Agreement
were adopted at the conference

and the prerequisites for voluntary
cooperation in the global market

of hydrocarbon quotas were
created. This development creates
opportunities to reduce the costs
associated with the energy transition
but will require the development of
climate regulation in all countries, the
establishment of clear rules, market
mechanisms and methodologies for
assessing real reductions in GHG
emissions.

Regardless of the extent to which the
announced plans will help make GHG
emissions manageable, it is estimated?
that national commitments will impact
several industries and company
strategies in the form of new market
rules and legislative regulation.

However, given the new geopoalitical
realities, collective action to
implement the Paris Agreement is
projected to slow down; plans for
achieving the UN SDGs by 2030 may
also be adjusted.

In Russia, many regulatory and
strategic documents related to
the climate agenda were adopted
in 2021. The Strategy of socio-
economic development of the Russian
Federation with low greenhouse
gas emissions up to 2050 contains
goals for the management of

GHG emissions while considering
the objectives of socio-economic
development of the country. The
National System for Financing
Green Projects and Sustainable
Development Initiatives was
approved.

Against the background of the_
international scientific community's
findings*, warning of the
irreversibility of negative natural
processes after a temperature
increase of more than 1.5°C, there is
increasing attention to other goals
of sustainable development besides
climate. The UN has proclaimed 2021-
2030 as the Decade of Ecosystem
Restoration and the Decade of Ocean
Science for Sustainable Development.
As the boundary beyond which the
depletion of natural capital begins

to have a negative impact on all
areas of human life is approaching,
these efforts are designed to
intensify measures to harmonize
human interests and preserve the
environment.

Sources: World Energy Outlook. - IEA, 2021; Emissions Gap Report. - UNEP, 2021; Climate Action Tracker data
https://climateactiontracker.org/global/temperatures/.

> Climate neutrality means that GHG emissions into the atmosphere must be reduced to zero or offset by their absorption, use, capture

and disposal.

" Source: Industries in 2022. - The Economist Group, Economist Intelligence Unit, 2021.
~ Source: The Physical Science Basis. - Intergovernmental Panel on Climate Change, 2021.
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CONTRIBUTION TO
SDGs
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The APG utilization rate
steadily exceeds 97%
amidst the development of
production projects

[IESN

Both the LUKOIL's power facilities
installed capacity from RES and
low-carbon energy consumption
for production purposes within
LUKOIL Group entities are

increasing

Agreements between

products were signed

LUKOIL Group and a number of
companies on cooperation in pro-
jects to expand the use of RES and
production of low-carbon energy

@

by the Zero Discharge principle used in offshore

| Adverse impacts on water bodies are restrained

projects, and the high share of reused water

&

Despite increased production the growth in adverse
impacts on land resources are being restrained
through the disposal of all waste generated on an

ongoing basis

N

Discharges of pollutants into surface water
bodies by LLC LUKOIL-Komi have been
significantly reduced over the past three years

Projects to preserve endangered and rare
animal species are supported

000 [

4
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LONG-TERM TARGETS TO REDUCE
GREENHOUSE GAS (GHG) EMISSIONS BY 2030
UNDER COMPARABLE CONDITIONS

To reduce' controlled GHG emis-
sions (Scope 1+ Scope 2) by 20%
compared to the 2017 level

| 20%

To eliminate routine flaring?
of APG®

¢
T

KEY DEVELOPMENTS AND RESULTS
IN THE REPORTING YEAR

The position in the CDP scoring
improved to B-

| B=- o

LUKOIL Group's Technical
Policy on Energy Efficiency
and Reduction of GHG
Emissions in Russia was
approved by the Management

Committee of PJSC LUKOIL @
A

be

PLANS FOR 2022 AND THE MEDIUM-TERM

Implementation of
LUKOIL Group's Decarbonization
Program for 2022-2024

Integration of the TCFD
recommendations into
the GHG emissions

management and =
reporting system

Ko R

A new Decarbonization and Climate
Change Adaptation business
process was established

The TCFD initiative for voluntary
disclosure of information on

the management of climate-
related risks and opportunities
and climate-related

financial information
was supported by the
Company

Development of a plan to
improve the efficiency of
interaction with suppliers

in terms of GHG emissions R /2]

management ~

R
O

Commissioning of the SPP

at the Krasnodar CHPP

and implementation of
projects to install SPPs E/

at LUKOIL Group's filling @
stations

CLIMATE AND PLANET ] . —— .

The Framework for Financial
Assessment of Climate-Related
Risks and the Decarbonization
Program of LUKOIL Group for
2022-2024 were developed A

(]

The installed capacity of

solar power plants (SPPs)
increased to 41 MW; energy
consumption for production
purposes from SPPs

increased to 15 million kwWh '\(H"

H

Further work to integrate
climate-related risks into

the corporate risk

management system and FF@
the formalization of their L

financial assessment

Further work to

imbed GHG emission

KPIs in the corporate
performance ol
assessment system @@

The term “under comparable conditions” means: within the boundaries of accounting for GHG emissions approved in 2020 when setting the
strategic GHG emissions reduction target (Scope 1+ Scope 2) by 2030 and if the relative stability of technological processes, production vol-
umes, and external factors affecting the Company’s operations is maintained.
Hereinafter in the text of the Report, “GHG emissions reduction” means a reduction in the amount of gross GHG emissions relative to the base
year or another year (for reporting purposes, the relevant values may be compared not only relative to the base year).

Routine APG flaring means flaring during oil production operations in the absence of sufficient facilities or amenable geology to re-inject the

produced gas, utilize it on-site, or dispatch it to a market. Routine flaring does not include flaring for safety reasons, even if it is continuous

(World Bank).

Commitment as part of the Company’s participation in the World Bank's Zero Routine Flaring by 2030 initiative.
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GHG EMISSIONS MANAGEMENT SYSTEM

Management

A member of the Board of Directors of PJSC LUKOIL responsible for the Company'’s climate change

activities was designated

The Company established an engagement framework on the climate agenda

Strategy

The target to reduce GHG emissions by 2030 was set based on scenario analysis
The Decarbonization and Climate Change Adaptation business process was established

Risks

Risks and opportunities for the Company’s development in the context of climate change were identified

Climate-related risks were included in the corporate risk management system

Reporting

A decarbonization program, and Regulations on accounting for indicators and reporting on LUKOIL Group’s
greenhouse gas emissions were developed, and the methodology for calculating GHG emissions were

clarified

Data on GHG emissions are published in the CDP, the Sustainability Report, and the Annual Report

ORGANIZATIONAL FRAMEWORK FOR INTERACTION ON GHG EMISSIONS MANAGEMENT

Management level

Roles and responsible persons

Board of Directors of
PJSC LUKOIL

Responsible Director for LUKOIL Group's activities on decarbonization and
adaptation to climate change

Strategy, Investment,
Sustainability and Climate
Adaptation Committee of the
Board of Directors of

PJSC LUKOIL

Prepares recommendations for the Board of Directors to determine the
strategic goals of the Company’s activities in the area of climate change and
climate adaptation, as well as to manage climate-related risks. The Committee
is headed by an independent member of the Board of Directors

President and Management
Committee of PJSC LUKOIL

Consider and approve decarbonization and climate change adaptation
measures

Sustainability Task Force

Creates a unified corporate position and prepares recommendations to

the management bodies of PJSC LUKOIL on various sustainability aspects,
including decarbonization and climate adaptation issues, as well as in areas
for improvement non-financial reporting preparation process. Determines
the criteria for LUKOIL Group's sustainability information disclosure , including
decarbonization and climate adaptation issues. The management of the
group is entrusted to the responsible Vice President for Sustainability

Decarbonization and Climate
Change Adaptation Task Force
of PJSC LUKOIL

Considers and prepares proposals related to operational and methodological
issues of improving the GHG emissions management system.

The Task Force is managed by the First Executive Vice President of

PJSC LUKOIL. The Task Force includes Vice Presidents of PJSC LUKOIL in
charge of all areas of the Company'’s operations: finance, strategy, economics
and planning, sustainability, as well as heads of key specialized departments

HSE, research and engineering
department of PJSC LUKOIL

The Department has deployed an Environmental Safety and Decarbonization
Division that is the center of excellence and coordinates the implementation
of the decarbonization and GHG emissions monitoring program

We recognize the importance of
active measures to mitigate and
adapt to climate change, and support
international cooperation on the
climate agenda. Having set our
strategic target of reducing GHG
emissions across the LUKOIL Group by
2030, we pursue the LUKOIL Group
Sustainability Policy and SDG 13,
address global challenges and analyze
business opportunities.

The Board of Directors plays the
leading role in determining and
monitoring the implementation

of the Group's climate strategy
developed by the SISCAC. The Board
of Directors considers and approves
LUKOIL Group's strategic development
program that includes strategic

goals for decarbonization and climate
adaptation.

The President and Management
Committee of PJSC LUKOIL
considers and approves budgets
and investment programs, including
the Decarbonization Program and
the ISP that includes, among other
things, climate change adaptation
measures; exercises control over
the implementation of the programs
and assesses their results (including
GHG emissions reduction) and the
effectiveness of the GHG emissions
management system.

The Decarbonization and Climate
Change Adaptation Task Force
functions to develop solutions to
LUKOIL Group’s GHG emissions
management system.

The Company has created and
continues to improve its GHG
emissions management system,

and has established an end-to-end
Decarbonization and Climate Change
Adaptation business process that
combines processes such as planning
and goal setting, management of risks
and opportunities for the Company’s
development in the context of climate
change, assessment of measures to
reduce GHG emissions and climate

CLIMATE AND PLANET ] . —— . .

In 2021, LUKOIL supported the TCFD initiative, committing
to follow the recommmendations regarding the voluntary
disclosure of information on the management of climate-
related risks and opportunities for the Company's
development in the context of climate change, as well as a
financial assessment of their business impact.

adaptation, and accounting for
relevant indicators in public and
corporate reporting.

The Environmental Safety and
Decarbonization Division is responsible
for operational management of the
Decarbonization and Climate Change
Adaptation process.

To increase awareness of and develop
competencies in climate-related
topics, information and training events
are held for employees, specialists,
and managers of the Group’s entities.
Relevant training courses have been
developed for the corporate Distance
Learning System.

RISK MANAGEMENT

The Company’s climate-related risks
and opportunities for development in
the context of climate change were
identified on the basis of research
conducted in 2020. The study,
among other things, has provided
for assessment of physical risks

for 2030-2050 in Russian regions
where Group entities operate. The
expert financial assessment of risks is
presented in the CDP questionnaire.

Detailed information on
climate-related risk manage-
ment is included in section

C2 Risks and opportunities of
the CDP Questionnaire and
in the 2021 Annual Report.

&)

In 2021, to adopt a uniform approach
to identifying and assessing climate-
related risks and opportunities of the
development in the context of climate
change, the Company developed the
Framework for Financial Assessment
of Climate-Related Risks in accordance
with the TCFD recommendations and
made considerable efforts to classify
risks and integrate them into the risk
management corporate information
system (CIS RCA).

4 N\

THE COMPANY IDENTIFIED
THE FOLLOWING CLIMATE-
RELATED RISKS™"

- Physical risks (risks associated
with changes in weather and
climate conditions and other
environmental parameters);

- Transition risks (risks
associated with the transition
to a lower-carbon economy),
including:

- Reputational risks;

- Technology risks;

- Market risks (risks related
to changes in demand and
consumer preferences);

For reporting purposes, the risk categories are given in accordance with the TCFD classification.
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Since climate change is already taking
place and its globally recognized' impact
of weather and climate processes,
including natural hazards, on human
activities, and the functioning of
production facilities is becoming more
substantial, the Company is taking
measures to adapt to changes in
environmental conditions in order to
prevent disruptions to the operation
of its production and infrastructure
facilities, as well as negative impacts on
the safety and health of its employees.

The ISP includes organizational and
technical measures that help reduce
the impact of dangerous and harmful
climate-related factors on employees
and increase the stability of production
processes and the readiness of
employees for abnormal conditions.

ACTION PLANS

The Company pays significant attention
to analyzing weather and climate
conditions and assessing the impact

of the risk of adverse events on its
production and economic parameters
and social aspects in the regions of
operation. LUKOIL Group entities have
developed emergency response plans
to prevent and eliminate emergency
situations, both natural and man-
made. Annual measures ensure that
the Company is prepared for possible
extreme (@bnormal) weather events
(heat or cold waves, strong winds

and hurricanes, heavy precipitation

and floods, etc.). These issues are
considered at meetings of emergency
committees of the Group's entities, and
employees receive appropriate training.

Operations control centers of the
Group’s Russian entities receive
notifications from the EMERCOM of’
Russia and the Federal Service for
Hydrometeorology and Environmental
Monitoring about the onset of
unfavorable weather conditions; no
high-risk work is undertaken during
these periods.

- N\

ADVERSE WEATHER AND
CLIMATE CONDITIONS FACED
BY LUKOIL GROUP ENTITIES:

- heat/cold waves (all regions
and business segments)

- flooding, including groundwater
flooding (Europe, southern
Russia)

- strong winds (Russia).

The possibility of permafrost
thawing in the Arctic Zone and
northern Russia is considered
in planning the operations of oil
and gas production entities in
Russia.

- /

HEAT OR COLD WAVES

Heat and cold waves, when air
temperature remains at very high or
low levels for 5-7 days or more, are
one of the most frequently observed
phenomena of weather instability. The
Group’s entities in Russia and abroad
are taking measures to prevent and
mitigate the negative impact of these
waves on people’'s health and its
production facilities.

The most common method of
adaptation, including that applied within
investment projects and technical re-
equipment measures, is the installation
of devices to ensure the functionality
of equipment and to protect the health
of employees (ventilation systems, air
conditioners, heating systems, etc.). In
addition, related to employees:
The maximum permissible air
temperature for some types of work
has been set, and work is scheduled
subject to current and forecast
atmospheric processes.
The time spent by employees in
outdoor areas when performing
their work has been reduced (shift
personnel are used).
Personal protective equipment (PPE)
is used.

Operational management measures
include the seasonal adjustment of
energy consumption rates with a
shift for one month to balance peaks
in operating costs and production
capacity utilization.

When selecting equipment (at the
project design and implementation
stage), the category of its placement
and its climatic version, as well as the
level of its protection from weather
anomalies, are taken into consideration.
To protect rotating equipment (pumps,
compressors) from direct sunlight,
equipment shelters are built, and

wind tents are installed. In addition,

the partial technical modification of
facilities is being carried out, making

it possible to work at higher average
temperatures; maintenance schedules
are revised or production sites are
watched by the staff on duty. As a
result, the temperature conditions
necessary for the safe operation of
equipment are met.

According to the World Economic Forum's Global Risk Report 2021 and 2022, extreme weather ranks second among the “most severe risks”
over the next ten years and first over a 2-year horizon.
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UNFAVORABLE WEATHER
CONDITIONS

Overseas exploration and production
projects at all stages of their
implementation consider the climatic,
geotechnical and hydrometeorological
specifics of the respective regions.

In Uzbekistan (the Kandym-Khauzak-
Shady operator project), protective
structures against mudflows and sand
storms have been built (the facility is
located in a mountainous and desert
area).

In Mexico (Amatitlan operator project),
heavy rainfall during the hurricane
season is typical (the block is 60 km
away from the coast of the Gulf of
Mexico). For this reason, production well
clusters are located on raised areas
and are equipped with storm sewers.
The ground access roads and wells are
reconstructed in case of a washaway.

For the Oil Refinery in Bulgaria, the
energy consumption rate has been
adjusted in view of the identified
permanent changes in seasonal
temperature distribution; measures to
protect against groundwater flooding
include the creation of protective
structures and barriers.

PERMAFROST THAWING

The Company pays special attention

to ensuring the safe operation of

oil and gas production facilities that
are designed and operated in the
Arctic Zone of the Russian Federation.
Permafrost thawing processes

are considered at all stages of the
design, construction and operation of
production facilities and infrastructure.

At the design stage, the effects of
factors such as cold, ice accumulation
and thawing rates, and the corrosion
of steel foundations are considered.
When calculating the pile load capacity,
a temperature coefficient is used that
takes into account the decrease in the
indicator during thawing permafrost.
To prevent additional soil thawing, all
facilities are raised to at least 1.2 m
above the ground.

Thermal stabilization systems are
used to ensure the stability of soils
under the foundations of buildings and
structures. Oil tank sites are equipped
with thermometric wells. Tanks and
structures located on and under the
ground are protected by additional
heat insulation.

Pipelines are mainly constructed above
ground on high piled foundations. To
prevent the pipeline from detaching
from the footings due to the seasonall
movement of permafrost, the piled
foundation is leveled up.

Organizational arrangements are

in place to adjust the maintenance
schedule for technological equipment
that can be accessed depending on
weather conditions.

A detailed description of the
actions being taken is given

on the website.
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USE OF POLYMER PIPES

The Company views the use of
reinforced polymer pipes as a
promising solution. Their main
advantages include: extended service
life; corrosion resistance in respect to
handled media; suitability for soils with
low load-bearing capacity; adaptation
to soil displacements in autumn and
winter and during spring floods and as
a result of permafrost changes; low
coefficient of thermal conduction (lower
heat losses), etc.

For more information, see
the section Reliability of the
Russian pipeline system.

35


https://www.lukoil.com/Sustainability/Safety/reliabilityofpipelinetransport
https://www.lukoil.com/Sustainability/Safety/reliabilityofpipelinetransport
https://lukoil.com/Sustainability/Safety/Arctic
https://www.lukoil.com/

SUSTAINABILITY REPORT FOR 2021 | LUKOIL

As part of further development

of the GHG accounting system

and achievement of the voluntary
climate goal declared by the
Company, in 2021 LUKOIL Group's
Decarbonization Program for
2022-2024 was developed on the
basis of the recommendations

made in the assessment reports

of the Intergovernmental Panel on
Climate Change (IPCC) and the World
Meteorological Organization (WMO)'".
When preparing the Program, a wide
range of tools that can be used by the
Group's entities was analyzed.

In the medium-term, the main efforts
will be aimed at implementing projects
to increase energy efficiency and
expand the use of RES for our own
energy needs. To keep methane
emissions into the atmosphere at a

low level, the following measures will
continue to be taken regularly: the
injection of APG into the formation
to maintain formation pressure, and
the reduction of gas leaks during
transportation and equipment
repairs and maintenance.

LUKOIL also participates in climate-
related initiatives and looks at
opportunities for the Company's
development in the context of climate
change, including:
production and sale of low-carbon
energy products (biofuel, hydrogen);
forest restoration;
climate-related R&D;
use of the retail network,
including for the development of
infrastructure for electric vehicles;
development of commercial power
generation from RES.

Our goal is to reduce
controlled GHG emissions
(Scope 1+ Scope 2) by 20%
compared to the 2017
level. LUKOIL also shares
the ambition to achieve net
zero controlled emissions
by 2050 and is considering
opportunities to achieve
this.

Vs
PRIORITY MEASURES UNDER LUKOIL GROUP’'S DECARBONIZATION PROGRAM FOR 2022-2024
iy [ b

Bus'in‘e.ss OIL AND GAS OIL REFINING POWER GENERATION

activities PRODUCTION PETROCHEMICALS

Objectives Energy efficiency Energy efficiency Energy efficiency improvement
improvement improvement Expansion of the use of renewable

energy sources

Key measures Efficient APG use Drilling Equipment upgrades and Construction of renewable power
optimization FER? savings optimization of technological  facilities
(Energy Conservation processes FER savings (Energy Conservation
Program) FER savings (Energy Program)

Conservation Program)

Expected results Reduction of direct GHG Reduction of direct CO, Prevention of CO, emissions
emissions from stationary fuel emissions (Scope 1) thanks to renewable power
combustion for own needs No liquid fuel consumption (supporting power generation)
and from flaring (Scope 1) brevention of GHG emissions and reduced consumption of
Prevention of GHG emissions 45 3 result of reduced purchased electricity (Scope 2)
as a result of reduced consumption of purchased
consumption of purchased electricity (Scope 2)
electricity (Scope 2)

G

The IPCC Guidelines contribute to the implementation of the United Nations Framework Convention on Climate Change (UNFCCC) and the
~ Paris Agreement, to which the Russian Federation is a party.

" FER - fuel and energy resources.
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ENERGY EFFICIENCY

We consider improving energy
efficiency and the optimal use of
energy resources among the main
measures to reduce controlled GHG
emissions. A noticeable contribution
to the achievement of this objective
is made by the Energy Conservation
Program and target measures
taken by oil and gas production, oil
refining, petrochemicals and power
generation entities, including the
Energoproryv Project’, as well as
projects to optimize production
processes under the information and
technology support program.

Energy management system
The achievement of the above
objective by LUKOIL Group entities

is supported by a well-developed
energy management system based
on ISO 50001:2018 requirements. Key
management tools include energy
inspections, internal audits and
scheduled activities.

INn 2021, LUKOIL Group’s Technical
Policy on Energy Efficiency and
Reduction of GHG Emissions in Russia
was developed and approved by

the Management Committee of

PJSC LUKOIL?. The document specifies
common requirements for all entities
of the Group when selecting and
using energy-efficient technologies
and equipment, and prohibits using
outdated technologies. The document
also sets the objective of optimizing
energy purchase arrangements,
including through the mechanism

of price-dependent reduction in
consumption.

Target energy conservation
programs are planned for the
medium and short-term, the results
of their implementation through
the year are being assessed, and

target indicators for the next period
are being adjusted. Now, the set of
KPIs includes the Implementation of
the Energy Conservation Program
indicator and, as of the end of 2021,
all Russian entities participating in the
Energy Conservation Program met
this indicator.

As part of the continuous
improvement system, there are
plans to harmonize the Energy
Conservation Program and the
Decarbonization Program, create
an integrated energy management
system, and implement a carbon
calculator.

Energy Conservation Program
The Energy Conservation Program
of LUKOIL Group'’s Russian entities is
aimed at increasing the sustainable
use of energy resources and reducing
production losses through scheduled
annual measures. In 2021, the
following measures were successfully
implemented under the Program.
By production entities: introduction
of energy-efficient equipment
(replacement of asynchronous
submersible motors with permanent
magnet motors, the complete
replacement of equipment is
expected by 2025); optimization of
the use of equipment and energy
supply; application of energy-saving
methods for enhanced oil recovery.
By refining entities: technical
upgrade, optimization of production
processes and distribution of
energy flows and heat exchange
between technological facilities.
By power generation entities:
replacement and upgrade of

technological equipment, retrofitting.

By oil product supply and trans-
portation entities: optimization of
energy consumption for lighting and
heating of premises.

CLIMATE AND PLANET ] . —— . .

The Energoproryv Project
Since 2020, LUKOIL Group refineries
have been implementing the
Energoproryv Project. The Project
was developed as part of the
continuous improvement system
and is aimed at further improving
the energy efficiency of production
facilities.

4 N

THE MAIN GOALS OF THE
MEASURES BEING TAKEN
ARE:

- reduction of CO, emissions
(Scope 1+ Scope 2) by all
refineries included in the
Energoproryv Project;

- technological improvement
of oil and gas processing
facilities.

- J

Measures have been developed

for 2020-2030 aimed at optimizing

the operation of equipment and,

as a result, at reducing fuel, heat,

and electricity consumption. These

measures include:
upgrade/optimization of the
operation of furnaces;
integrated waste-heat recovery;
improved efficiency of electricity
consumption.

Energy managers have been
appointed at all refineries to ensure
the high-quality management of the
project. Under their supervision,

54 measures were taken in 2021 to
optimize the operating conditions and
consumption of liquid fuel, steam and
electricity.

Indicators

The recovery of economic activity in
2021 was accompanied by an increase
in the volume of production and
processing of raw materials at the
Group's entities, which led to higher
energy consumption in the main
business sectors compared to 2020.

Energoproryv (Breakthrough in Energy) is a special project involving independent experts to find additional opportunities to increase
energy efficiency in oil refining and petrochemicals.

effective.

Before 2021 LUKOIL Group's Technical Policy on Energy Efficiency approved in 2012 by the Management Committee of PJSC LUKOIL was
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At the same time, energy efficiency
improvement measures helped
reduce fuel and purchased energy
consumption in 2021 compared

to 2019, with over 3.5 million GJ of
energy saved.

4 N
THE EFFECTS OF IMPLEMENTING THE ENERGY CONSERVATION
PROGRAM ALSO INCLUDE:

- a slowdown in energy consumption growth against the backdrop of
increased production and higher complexity of refining facilities;

- reduction of GHG emissions as a result of more sustainable
consumption of fuel

- prevention of GHG emissions as a result of introducing energy-saving
equipment and technologies.

- J

~

ENERGY CONSUMPTION FOR PRODUCTION PURPOSES WITHIN LUKOIL GROUP ENTITIES

Indicators Unit 2019 2020 2021
of measurement

Energy consumption for production purposes (1.1 + 1.2 + 1.3 - 1.4) million GJ 502 465 477
1.1. Energy purchased for consumption for production purposes million GJ 74 69 66
1.2. Non-renewable fuel consumed by stationary production facilities million GJ 545 515 518
(supporting power generation)

1.3. Renewable electric energy consumed (supporting power million GJ 0.037 0049 0.054
generation)

1.4. Sold energy

million GJ 17 119 107

Vs

Notes. Full details of energy consumption for production purposes are provided in the ESG data reference book (see Appendix 9).

Energy consumption for production purposes by business activity of LUKOIL Group entities in 2021, million GJ

o
@R 2 ‘ ‘
@ Exploration and Production
- 72 @ Oil Refining Notes. The Oil Refining segment includes data on all LUKOIL Group
@ Power Generation refineries and on LLC LUKOIL-KGPZ (since November 1,
' 7.2 @ Petrochemicals 2021, the organization has been included in LLC LUKOIL-
0il Product Supply Volgogradneftepererabotka) and LLC LLK-International.
341 and Transportation
4 N
ENERGY INTENSITY
Indicators Unit of measurement 2019 2020 2021
Exploration and Production GJ/boe 0.227 0247 0.247
Oil Refining GJ/tonne of 37 4.0 36
manufactured products
Petrochemicals GJ/tonne of processed 4.2 41 41
basic raw material
Notes. In 2021, the method for calculating the energy intensity in the Exploration and Production business segment was revised and
brought into line with the calculation of the Specific GHG emissions indicator in this business segment. The formula for calculating the
indicator is as follows: energy consumption for production purposes by organizations in the Exploration and Production business
segment included in the scope of accounting for GHG emissions / total production of oil and gas condensate, natural gas and APG,
liquid hydrocarbons produced at Lokosovsky Gas Processing Plant (due to the specifics of the technological process of hydrocarbon
production at LLC LUKOIL-West Siberia). The data has been recalculated retrospectively. The increase in the specific energy
consumption of oil refining entities in 2020 was caused by a reduced workload of refineries during the pandemic.
- J
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RENEWABLE ENERGY SOURCES

We consider the expansion of the

use of renewable energy to be an
important direction of LUKOIL Group’s
climate strategy. Low-carbon energy
is supplied to consumers and is also
used for the internal production needs
of the Group’s entities. The Company
is increasing the consumption of
electricity produced by its own
generation facilities from RES.

Solar power

Starting from September 1, 2021, the
electricity produced by the first phase
of the Volgograd Solar Power Plant
(SPP) with an installed capacity of 10
MW!'is supplied? to the LLC Stavrolen
petrochemical complex, which will

help reduce the carbon footprint of
products and energy indirect GHG
emissions. On January 1, 2022, the
second phase of the Volgograd SPP
with an installed capacity of 20 MW
started to supply green energy to the
Nizhny Novgorod Refinery.

Another SPP with an installed capacity
of 2.35 MW is being built on the

territory of the Krasnodar CHPP.

The project is participating in the
government RES support program
for the retail electricity market. The
construction of the SPP is expected to
be completed in 2022.

Hydropower

Supplies of electric energy generated
by LLC LUKOIL-Ekoenergo’s
hydrogeneration facilities to

LLC LUKOIL-Yugnefteprodukt gas
stations located in the Krasnodar
Territory started in 2021, under direct
contracts in the retail electricity
market.

The Krasnodar Territory has been
included in the pilot list® of locations
and federal highways where the
electric vehicle charging infrastructure
will be installed in accordance

with government plans*, including
through the co-financing mechanism
of the Ministry of Energy of the
Russian Federation. This creates the
prerequisite for expanding the use of
electric charging devices at the Group’s
filing stations in the region.
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Work to upgrade a small HPP on

the Beshenka river in Krasnodar
Territory, Russia, continued in 2021
as well. The project aims to restore
the operation of the hydroelectric
unit and to establish the remote
operation of generating facilities and
water withdrawals. In 2021, a test run
and monitoring in remote mode of a
small HPP from Tsimlyanskaya HPP
was carried out, and for structural
and plant monitoring purposes, with
the use of unmanned aerial vehicles
(UAVs). The project is expected to be
completed in 2022. A small 1.5 MW HPP
forms part of the Krasnopolyanskaya
HPP hydropower complex and is
classified as a small hydropower
facility.

Indicators

Owing to the active development of
solar generation at LUKOIL Group,

in five years the installed capacity of
SPPs has grown from 10 to 41 Mw, and
the consumption by Group entities of
SPP-generated energy rose from 1.5
to 15 million kwh.

/ N\
LUKOIL'S RENEWABLE ENERGY
Energy sources Installed capacity of Supplies of generated electric energy
generating facilities,
MW
LUKOIL Group 416
W\ Hydro power 291 To LUKOIL Group entities and external consumers
—"= (4 HPPs) (Russia)
Y. _ Solar power 41 To LUKOIL Group entities and external
E (7 SPPs) consumers (Russia, Bulgaria, Romania, Austria)
. \3 Wind power 84 To external consumers (Romania)
<IN (1 WPP)
- /

The SPP is located on the production sites of the Volgograd oil refinery.

Based on the mechanism of non-regulated energy sale and purchase contracts. According to Order No. 330 of the Ministry of Natural
Resources and Environment of the Russian Federation dated June 29, 2017, regarding the market method for quantifying energy indirect
emissions to be used when an organization consumes electricity received under sale and purchase contracts concluded in accordance with

the ground rules of retail electricity markets.
In accordance with Order No. 3835-r of the Government of the Russian Federation dated December 24, 2021.

Russian Federation Concept for the Development of Production and Use of Electric Vehicles Until 2030.
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Ve
TOTAL AMOUNT AND PERCENTAGE OF RENEWABLE ELECTRIC ENERGY GENERATED BY LUKOIL GROUP
ENTITIES

Unit 2019 2020 2021
of measurement
Total amount of renewable energy generated million kwh 1,110 836 1,021
Commercial renewable electric energy from (supplies to external  million kwh 1,100 822 1,008
consumers)
Percentage of renewable electric energy generated in total % 6.0 4.8 6.4
electric energy produced by all commercial generating facilities
Supporting power generation (for own use), solar power million kwh 10 14 13
Notes. The dynamic of energy generation from renewable sources may be explained by natural factors (water levels in rivers, number
of windy/sunny days) and the pace of implementing HPP plant upgrade/reconstruction projects. The supporting power generation
dynamic is explained by SPP commissioning. Specifically, in 2021a 1MW SPP was commissioned at LUKOIL Lubricants Europe GmbH
(Austria), small capacity SPPs were installed at gas stations. In addition, in 2021 the first line of the solar power plant at the Volgograd
oil refinery (with a capacity of 10 MW) started electric energy supplies for LLC Stavrolen's own needs. More details are provided in the
ESG data reference book (see Appendix 9).

-

4
ECONOMIC INDICATORS OF RES ADVANCEMENT PROJECTS

Unit 2019 2020 2021
of measurement
Investments in RES advancement RUB million 526 1,865 2,023
Percentage of investments in RES projects in the Power % 12 37 18
Generation business sector CAPEX
Percentage of income from sales of renewable electric energy % n7 13.9 13.8
Notes. The “Percentage of investments in RES projects in the Power Generation business sector CAPEX indicator is calculated as
the ratio of total capital expenditures in RES projects to total capital expenditures in the Power Generation business sector. The
“Percentage of income from sales of renewable electric energy” indicator is calculated as the ratio of income received from the sale
of electricity produced from renewable sources to the total income received from the sale of electricity generated by commercial
generating facilities of LUKOIL Group. ‘Income’ means revenue from sales of electric energy.
-
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ASSOCIATED PETROLEUM GAS

Since 2017, LUKOIL has been party to
the World Bank's Zero Routine Flaring
by 2030 initiative and is committed to
end routine flaring of APG no later than
2030.

This goal will be met through

the reconstruction of existing
production facilities (mainly pipelines
and compressor stations) and the
construction of new APG utilization
facilities in the development of
commissioned fields. The utilization of
APG has a positive effect on reducing
gas flaring, dispersal and leakage,

including reducing methane emissions,
which is a major component of APG,
and also generates energy.

Projects implemented as part
of the World Bank’s initiative
As part of the World Bank's

initiative, two investment projects
were developed and approved for
implementation in the Perm Territory
and the Khanty-Mansi Autonomous

Area- Yugra (KhMAA - Yugra) in Russia.

Under the Reconstruction of the
Povkhovskaya Compressor Station
project, in 2021 works performed

CLIMATE AND PLANET ] . —— . .

as part of the first stage of the
reconstruction of production facilities
were continued in the KhMAA - Yugra.
Outdated gas collection facilities were
dismantled, new gas separators and
pipelines at the compressor station
inlet were constructed and assembled,
and preparatory work was done on the
construction of the new compressor
facilities (the construction is planned to
be performed in 2 stages). The project
is expected to be completed in 2023.

-

5.3\

million cubic meters

The volume of APG flaring
decreased by more than three
times (from 17.8 million to 5.3
million cubic meters).

-

| 97.1-

The APG utilization rate
increased from 87.8 to 97.1%.

During 2020, the project to construct a system for collecting and transporting APG in the
Perm Territory was fully completed and the following results were obtained:

| 18.5+

thousand tonnes of CO_e

The volume of GHG emissions decreased
by 44 thousand tonnes of CO,e per year
(from 62.5 thousand to 18.5 thousand
tonnes of CO,e).

J

Efficient APG use

Russian entities have been
implementing an investment program
for the efficient use of APG' since
2003; the program covers the
activities on the construction of new
facilities and the reconstruction of
existing ones for the preparation,
transportation, and processing of
APG. In 2021, a total of five facilities
